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A quick introduction to partial equilibrium (PE)
analysis

PE results of elimination of current Indian tariffs

affecting imports from Bangladesh
Comparing with WITS

Impact of LDC graduation

TINA: Next steps
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Partial Equilibrium

Partial equilibrium — P.E. — (vs general equilibrium) analysis means
that analysis is conducted product by product.

Advantages:

* Low data requirements

- Disaggregated results (GTAP’s latest version has 65 sectors)
« Easy to explain and understand results

Disadvantages
« No interaction between sectors, may miss out important nuances

« Relies entirely on elasticities
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Removing tariffs facing an import from A

Trade Diversion

Relative price of an import from
country A falls, and because of law
of demand, Quantity Demanded
from A increases (but the same
overall quantity is consumed - a
point on the same indifference
curve, q,)

Trade Diversion

Import from A
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Removing tariffs facing an import from A

Trade Creation

E Trade Creation

S Cheaper imports from A means

S more of the product overall is

3 demanded (budget line has shifted

- outwards, reaching a higher level
indifference curve q,)

QAZ_

Q-

’ @ @ Import from B @)ETSCAP



PE Analysis tools: SMAR
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PE Analysis tools: SMART vs TINA

Issues with the SMART
formula

Unconstrained

P P « Significant increases in tariffs
A ijk K may reduce trade by more than
the initial amount

TC ijk = M ijk - Em.dt ijk L+t ijk ).(1.(EmM'Ex))

Py /P :
k™ gk Asymmetrical
. « A change in tariff will result in a
d(P ik PijK ) : :
, ~ i different magnitude of change
M iik FXM HK FEM ik s, .. .
J J J b in imports depending on
ik K whether it's a 5% increase or
decrease
Laird, S. & Yeats, A.. (1986). The UNCTAD Trade Policy Simulation Model: A Note on the Methodology, Data and Uses. UNCTAD: Geneva
UNCTAD & WTO (2012). Chapter 4. Partial Equilibrium Trade Policy Simulation. UNITED NATION S
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PE Analysis tools: SMART vs TINA

=M ;i - Emudt gy /((1+t 5 ).(1.(Em/Ex)) Solutions to the problems

TC ll k

So TINA’s formula is adjusted to

ensure that TC + TD do not exceed
d(P 4jk P 4K ) initial values (in the case of tariff

IM jig ZM i -Es. increases). TD takes precedence,
Pk /P ijK followed by TC.

| Denominator, Py is taken mid-
LU LSTS point (new and old values) so the
RUBH SR E ST QR T S N \/a|ue magnitude in TD is the same
Pijk /Pijk

Laird, S. & Yeats, A.. (1986). The UNCTAD Trade Policy Simulation Model: A Note on the Methodology, Data and Uses. UNCTAD: Geneva
UNCTAD & WTO (2012). Chapter 4. Partial Equilibrium Trade Policy Simulation. UNITED NATION S
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Elasticities

WITS manual admits that the model is “...very sensitive to a few
(badly estimated) behavioral elasticities”

TINA initially used World Bank’s elasticities...

We estimated our own to improve coverage, use more recent
trade values, shorter time-series, harmonize across HS
versions, latest estimation method (relying on 128 GB of RAM)
— see the technical note.

>« https://wits.worldbank.org/data/public/WITS_User_Manual.pdf { éyES CAP
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SMART vs TINA elasticities

This study Kee et al. (2008)*

Number of unique reporter-
298,612 377,616
specific elasticities

Number of economies 185 149

Number of six-digit HS

5,156 (HS2002) 4,900 (mixed HS versions)

codes

Time span used 2002-2018 1988-2002*

* The original paper Kee et al (2008) notes that elasticities were derived for 117 economies, with estimation
using trade data from 1988-2002. However, the World Bank dataset repository suggests the dataset was

is provided. HS code versions in the latest dataset are mixed UNITED NATIONS
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‘ last updated in 2012 (and numbers match to what we find in SMART), but no additional technical information




SMART vs TINA elasticities

(magnitudue)

N W & 00 O N 00 O

o
c
@
£
[}

©

-
j
o
Q

E

y—
(@)
>

=
o

=

e

[5E]

7

9 10 11 12 13 14 15 16 17 18 19 20 21
HS sections

m Kee at al (2008) m This study

UNITED NATIONS

ESCAP

Economic and Social Commission for Asia and the Pacific

>

4
&




Let's try to run some simulations...




I o t
I N A N e x st e S Table 2: Median and Maximum Amount of Text Shared with Closest Treaty Match
® by Trade Topic

> It would be useful to see what et e -
sort of provisions [indicator and emmeren [ e [ o]

Antidumping

]

T S N TN

R —— - -
rossp P
existing FTAs
T T T T

» Research shows that many :;";jf;::;; _—_
o

provisions across FTAs are
“co aste” m—_—-
PY P eecommnicatons | o | 100 | w0 |
m-
-

Average across all flfteen
70%
sub-issues

. Allee, T., & Elsig, M. (2019). Are the Contents of International Treaties Copied and Pasted? Evidence from (
>4 Preferential Trade Agreements. International Studies Quarterly, 63(3), 603-613. WE
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TINA: Next steps

India - Afghanistan.xml

1 <?xml version="1.0" encoding="utf-8"?>

2 <treaty>
India - Afghanistan.xml Monday at 6:32 PM 3 meta>
4 <name>India - Afghanistan</name>
. 5 <type>Partial Scope Agreement</type>
India - Bhutan.xml el L 6 <treaty_identifier_TINA>59</treaty_identifier_TINA>
7 <status>In Force</status>
India - Japan.xml Monday at 6:32 PM 8 <notification>Enabling Clause</notification>
9 <date_signed>2083-83-06</date_signed>
10 <date_into_force>2003-085-13</date_into_force>
India - Malaysia.xml Monday at 6:32 PM 11 <date_notification>2010-03-08</date_notification>
12 <end_implementation>2003-12-31</end_implementation>
13 <date_inactive />
India - Nepal.xml Monday at 6:32 PM 14 <parties>
15 <partyisocode n="1">AFG</partyisocode>
india - Singapore.xml Monday at 6:32 PM 16 <par‘-cyisocode n="2">IND</partyisocode>
17 </parties>
18 <composition»>Bilateral</composition>
India - Sri Lanka.xml Monday at 6:32 PM 19 <region>West Asia</region>
20 <parties_wto>No</parties_wto>
21 <crossregional>No</crossregional>
India - Thailand.xml Monday at 6:32 PM 22 <language>en</language>
23 <source lang="en" type="full text">http://commerce.gov.in/trade/international ta_indafg.asp</source>
24 <source lang="en" type="annex">http://commerce.gov.in/trade/international_ta_indafg.asp</source>
25 </meta>
26 <body>
27 <chapter chapter_identifier="2810" number="-" name="Preamble">
28 <article article_identifier="23293" number="-" name="Preamble">PREFERENTIAL TRADE AGREEMENT

BETWEEN
THE REPUBLIC OF INDIA
AND
THE TRANSITIONAL ISLAMIC STATE
PREAMBLE

OF AFGHANISTAN
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TINA: Next steps

Lorem ipsum dolor sit amet, consectetur adipiscing elit.

volutpat ante. Integer nulla neque, imperdiet

eget, imperdiet pellentesque sem. Proin lacinia erat et
pretium di im. Sed maximus justo a terdum
ornare. Nam ligula ligula, cursus vitae nisl vel, placerat
vulputate arcu. Mauris cursus urna id erat suscipit, nec
interdum ligula auctor. Aliqguam blandit cursus
consequat. Quisque interdum velit ac cursus faucibus.
Mulla porta dui justo, et molestie nibh faci non. In
interdum viverra commodo. Donec placerat neque sed
pretium feugiat.

Proin quis felis aget felis pellentesque lobol

amet ligula. Mauris ultrices viverra sapien quis
accumsan. Quisque pulvinar iaculis tortor ac
consectetur. Donec sit amat ipsum nunc. Nulla
consectetur nunc nec ante varius, eu rhoncus

faucibus. Aliguam erat volutpat. Suspendisse et lorem
eu erat eleifend elementum at a erat. Suspendisse vel
mauris et nulla rutrum feugiat a quis enim. Ut egestas
neque quis v egestas bibendum. Class aptent ta
sociosqu ad litora torquent per conubia nostra, per
inceptos himenaeos. Mulla dictum mauris pretium sapien
auismod congue. Integer faucibus purus in sapien
condimentum, vitae feugiat diam tristique. Nam nec urna
velit. Maecenas volutpat gravida velit, ac varius nulla
accumsan in. Curabitur dapibus nisi at metus auctor, ac
congue nulla condimentum.

Etiam scelerisque magna ac orci commodo conv
Nulla nec ultricies nunc. Vivamus blandit sceler
ante vitae viverra. Dui

que
at leo at tortor consectetur

Lorem ipsum dolor sit amet, consectetur adipiscing elit.
Proin accumsan convallis dictum. Vivamus ultrices,
lectus nec fringilla iaculis, torfor urna sodales turpis,
quis cursus sapien lectus ut neque. Cras at nisl tortor.

ula ut urna elementum, at cenvallis arcu
aliquam. Duis digni m ornare tellus at fringilla. Ut ut
volutpat ante. Integer nulla neque, imperdiet id nulla
eget, imperdiet pellentesque sem. Proin lacinia erat et
pretium dignissim. Sed maximus justo ac interdum
ornare. Nam ligula ligula, cursus vitae nisl vel, placerat
vulputate arcu. Mauris cursus urna id erat suscipit, nec
interdum ligula auctor. Aliquam blandit cursus
consequat Quisque interdum velit ac cursus faucibus.
Nulla porta dui justo, et molestie nibh facilisis non. In
interdum viverra commodo. Donec placerat neque sed
pretium feugiat Vestibulum id diam sed eros rutrum
bibendum. Sed rhoncus nec mauris ac mattis. Aenean a
est eget metus elementum finibus quis quis ex.

Proin quis felis aget felis pellentesque lobortis id sit
amet ligula. Mauris ultrices viverra sapien quis
accumsan. Quisque pulvinar iaculis forfor ac
consactetur. Donec sit amet ipsum nunc. Mulla
consectetur nunc nec ante varius, eu rhencus risus
faucibus. Aliguam erat volutpat. Suspendisse et lorem
eu erat eleifend elementum at a erat. Suspandisse vel
mauris et nulla rutrum feugiat a quis enim. Ut egestas
neque quis velit egestas bibendum. Class aptent taciti
sociosqu ad ra torquent per conubia nostra, per
inceptos himenaeos. Nulla dictum mauris pretium sapien
euismod congue. Integer faucibus purus in sapien
condimentum, vitae feugiat diam tristique. Mam nec urna
velit Maecenas volutpat gravida velit, ac varius nulla
accumsan in.

Etiam scelerisque magna ac orci commodo convallis.
HNulla nec ul s nunc. Vivamus blandit scelerisgue
ante vitae viverra. Duis at leo at tortor consectetur

Lorem ipsum dolor sit amet, consectetur adipiscing elit.
Proin accumsan convallis dictum. Vivamus ultrices,
lectus nec fringilla iaculis, tortor urna sodales turpis,
quis cursus sapien lectus ut neque. Cras at nisl tortor.
Etiam varius ligula ut urna elementum, at convallis arcu
aliguam. Phasallus libero libero, tincidunt eu lacinia at,
sodales vitae nisl. Duis dignissim ornare tellus at
fringilla. Ut ut volutpat ante. Integer nulla negque,
imperdiet id nulla eget, imperdiet pallentesque sam.
Prein lacinia erat et pretium dignissim. Sed maximus
justo ac interdum ornare. Nam ligula ligula, cursus vitae
nisl val, placerat vulputate arcu. Mauris cursus urna id
erat suscipit, nec interdum ligula auctor. Aliquam blandit
cursus consequat. Quisque interdum wvelit ac cursus
faucibus. Nulla porta dui justo, et molestie nibh facilisis
non. In interdum viverra commode. Denec placerat
neque sed pretium feugiat.

Proin quis felis eget felis pellentesque lobortis id sit
amet ligula. Mauris ultrices viverra sapien quis
accumsan. Quisque pulvinar iaculis tortor ac
consectetur. Donec sit amet ipsum nunc. Nulla
consectefur nunc nec ante varius, eu rhoncus risus
faucibus. Aliqguam erat volutpat. Suspendisse et lorem
eu erat eleifend elementum at a erat. Suspendissa vel
mauris et nulla rutrum feugiat a quis enim. Ut egestas
neque quis velit egestas bibendum. Class aptent taciti
sociosqu ad litora torquent per conubia nostra, per
inceptos himenaeos. Mulla dictum mauris pretium sapien
euismod congue. Integer faucibus purus in sapien
condimentum, vitae faugiat diam tristique. Nam nec urna
velit. Maecenas volutpat gravida velit, ac varius nulla
accumsan in.
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Etiam scelerisque magna ac orci commodo convallis.
ic and Soci:

Mulla nec ulfricies nunc. Vivamus blandit scelerisque
ante vitae viverra. Duis at leo at tortor consectetur
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