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MotivationsMotivations
Trade negotiations work at the tariff line level
For the sake of precision, tariff cutting formula should stick to 
reality.
Indeed:

Non linear formula are used
Tariff structure is heterogeneous
Binding overhang as well as preferences are not evenly 
di t ib t ddistributed
Flexibility and exclusions are a central issue of WTO and 
FTA talks
U it l d t iff t tUnit values and tariff structure

Cutting the the average is not computing the average of 
redueced tariffsredueced tariffs.



Illustration of tariff distribution: EU 
agricultural protection
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Applying the G20 formula on EU bound 
iff diff l l f itariffs at different levels of aggregation

Note: Simple average from CN8 to HS6, and from HS6 to GTAP 
nomenclature. Standard deviation of tariffs in
brackets.



Consequences on trade effects of 
working at the GTAP level



RemarksRemarks

No systematic bias y
In the case of the OMT sector, the GTAP level analysis 
brings a stronger cut than the HS6 (band effect)
The role of binding overhang (not represented here)The role of binding overhang (not represented here)

Decreasing gains and increasing costs. 
M i t 6 di it l i t 8 di itMoving to a 6 digits analysis to a 8 digit=

Reducing the error by 3% on tariff cut
Increasing the size of the database by 3.7

No simple correlation between standard deviation of 
tariffs and errorstariffs and errors



TrdMat
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Main FeaturesMain Features
Uses:

Free aggregation (choice of the weighting scheme)
Tariff cutting assessment
Splitcom facilityy

Compatibility of trade data with GTAP database
Pre-defined groups:

Of productsOf products
Of countries

Formula type
Linear Swiss Tiered GirardLinear, Swiss, Tiered, Girard
Cap
Unbound products rule 



A free tour (1)A free tour (1)



A free tour (2)A free tour (2)



A free tour (3)A free tour (3)



A free tour (4)A free tour (4)



A free tour (5)A free tour (5)



Tariff scenario: how it worksTariff scenario: how it works

RGROUP: Foreign [WORLD-GBR]RGROUP: Foreign [WORLD GBR]
RGROUP: Lusosphere [AGO+BRA+PRT]  ! a comment
RGROUP: SSDD [Foreign^Lusosphere]
RGROUP: PortEmpire [Lusosphere-PRT]
CGROUP: MeatPrd [1501+1502+02]
CGROUP H li t [880211 880212]CGROUP: Helicopters [880211+880212]
CGROUP: WineSpirit [2204+2205+2205+2206+2208] ! exludes 2207 industrial alcohol
RGROUP: BalticStates [EST+LVA+LTU] ! Estonia, Latvia and Lithuania

TRULE: [WineSpirit][WORLD][BalticStates] swiss 0.9 0.42[ p ][ ][ ]
TRULE: [WineSpirit][EST][LVA] swiss 0.5 0.31
trule: [ALLPROD][WORLD][WORLD] none
trule: [fmp][WORLD][WORLD] min 0.4
trule: [83 ][WORLD][Lusosphere] swiss 0.7 0.6  ! example of swiss
trule: [MeatPrd][PortEmpire][Lusosphere] girard 1trule: [MeatPrd][PortEmpire][Lusosphere] girard 1
trule: [MeatPrd][Foreign-THA][PortEmpire] girard 1
trule: [MeatPrd][AGO][BRA] none
trule: [2204][AZE][BRA] swiss 0.3 0.22
trule: [ALLPROD][WTO][World] swiss 0.3 0.22
trule: [ALLPROD][WTO][World] Tiered 3 0.6 0.5 0.4 0.3 0.1



Delivery timeDelivery time

15th of June. Trial version downloadable15th of June. Trial version downloadable 
based on GTAP6 data. (MMv1.2)
15th of June - 15th of July. Tests and y
comments. 
15th of September. First release based on p
GTAP7 tariff dataset (MMv2.1). 
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But the story does not end hereBut the story does not end here…

Conclusion:
New use of SplitComNew use of SplitCom
New modelling tools



Comments on TradeComments on Trade

BACI for MacMap vs BACI normalp
From BACI to GTAP: Keeping distribution and 
rescaling

Quality index by reporter, HS2 or HS4. Which 
t d t h ld t k ?country data we should take?

Entropy approach with prior distribution

Misclassification issue: 
The importer is right It applies the tariffThe importer is right. It applies the tariff.


