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DIAGNOSTICS

TRADE & COMPETITIVENESS

 Data and indicators
* Systematic analysis
* Analytical work
 Follow-up

o A full product-
development cycle:

Development of
new ideas

Automation or
outsourcing of
consolidated

methodologies

mainstreaming
new products to
policy use

TRADE COMPETITIVENESS DIAGNOSTICS
— A Family of Toolkits —

N Why are our
export survival rates low?

Why hasn’t export growth
translated into welfare gains?

Scaling up if
market demand
high

Export Diversification | Services
Quality & Sophistication | External Vulnerability | Linkages
Trade & Investment Policy |Export Survival | Labor Markets | Skills



SERVICES TRADE MATTERS
FOR DEVELOPMENT

Why it matters?

- Services can have a big impact on Growth, Employment, and Poverty Reduction

- Developing countries wants to know how to take advantage of new opportunities
- As inputs to other economic activities services are important for competitiveness
- Contribute to economic and trade diversification

COMPETITIVENESS SERVICES IN TRADE
DIAGNOSTIC TOOLKIT z
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MAKING
GLOBAL VALUE CHAINS

WORK FOR DEVELOPMENT

How we are doing it?

-Gathering new data (trade in value added; bilateral trade flows)-
-Focus on determinants: policies as well as supply-side factors (HK,
Infrastructure, others)

WORLD BANKGROUP

Trade & Cnrnpu titiveness



WHY IT MATTERS

There is a negative correlation STRI and Regulatory Quality
between services restrictiveness
and regulatory quality 1007
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REGULATORY ASSESSMENT FOR SERVICES
TRADE AND INVESTMENT --RASTI

methodology for

REGULATORY
ASSESSMENT TOOLKIT

- mapping restrictions to trade in services
- evaluating impact
- identifying less-trade restrictive alternatives

A PRACTICAL METHODOLOGY FOR ASSESSING

focus on
- regulatory framework governance
practical issues
- Need to respond to country requests lack of data




RASTI BASICS

| step 1 -- restrictions

e mapping regulation
e horizontal regulations affecting a wide range of sectors
e specific regulations affecting a sector, subsector, or an activity

e assessing governance framework in light of international best
practices

e institutional setting
e regulatory procedures

step 2 —impact

e assessing the impact of regulations in market structure, prices,
quality, and access

step 3 -alternatives

e proposing alternative regulations

e assessing feasibility of alternatives regulations and institutional
arrangements
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STEP 1: LEVELS OF REGULATORY MAPPING

GOVERMNAMNCE
Preparation — Adaption — Application
Regulatory procedures
*  |nternal coordination

Institutional setting
*  Mandate
s Independence

%  Human rescurces
Firancial resources

o Transparency
*  Consultations
= Admnistration

HORIZONTAL REGULATION
_______________________ | __Model | Mode2 | Mode3 | Moded
# Trancfer of funds |+ Transfer of * FDIforeign * Migration
* Local presence funds ownership + Employment
Accass | * Reciprocity * Licensing + Recognition of
Establishment * Competition fareign
* Nationality qualifications
requirements » Reciprocity
» Recognition of |* Subsidies
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_ insurance + Beards of
Operation Dirschons
& Transler of
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Governance Governance Governance Governance
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3 levels of analysis,
depending on objectives

focus on both regulation
and governance

capture formal measures
and de facto practices



REGULATORY MAPPING: TYPOLOGY OF MEASURES

guantitative qualitative
e Monopoly / exclusive service suppliers e Licensing on
e Numerical restrictions oQualifications / Education
- e Zoning / Geographical restrictions OExperience
a:) e Limitations to foreign equity OTechnical capacity
£ e Economic Needs Tests e Nationality / residency of services
= e Authorization / permit (non-qualified) e Residency
'i e Track record requirements
o e Requirement to subscribe to association
3 e Approval of mergers and acquisitions
e Form of establishment
e Prohibition
e Minimum capital requirements
e Numerical restrictions on e Nationality / residency of managers, boards of directors
Otransaction e Land Ownership
. e Discriminatory Taxation
Ooperations / output e Access to SubZidies
[ o Oemployees e Knowledge Transfer
O Orepatriation of funds e Advertising limitations
"(.'U' Oduration of license / divestment e Rules on anti-competitive behavior
E Ohours of operations . Lfm?tatfons on dis.tr_'ibution channels
- screen/ perormance quea i
* Performance requirements e Type of shares owned by foreigners
e Performance requirements
e Import permits
e Access to government contracts

Source: authors



EXAMPLE

COther

Mational Treatment

Market Access
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Communication Services

Business Services

sector

Construction And Related

Engineering Services

Distribution Services

Educational Services

-

Environmental Services

Ioes

inancial Servi

F

Services

Health Related And Social

Sporting Services
Tourism And Travel

Recreational, Cultural And
Related Services

Horizontal Limitations
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EXAMPLE

regulatory measures and
administrative practices in
selected LDCs Mode of Supply

1. Cross-border

2. Consumption
abroad

3. Commercial
presence

4 Natural persons

R ———

Establishment Operation
Legal and Requlatory ~ Administrative  Legal and Regulatory ~ Administrative
measures Practise measures Practise

Qualitative  Quantitative Governance .. Qualitative  Quantitative Governance .
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EXAMPLES

.I
nationaity

B Accounting, Auditing And
I Architectural Services (C.. |
B Engineering Services (Cp.
7 Integrated Engineering S..
B Legal Services (Cpc 861)

"] Medical And Dental Servi..
Il Cther Professional Servic.
I Services Provided By Mid.
I Taxation Services (Cpc 8.
I Urban Planning And Land.
Il ‘veterinary Services (Cpc .




STEP 2: EMPIRICAL REGULATORY ASSESSMENT

guantitative methods
direct methods: collecting regulatory information + econometrics
steps:
1) data collection,
2) scoring, classifying, building index,
3) estimating impact (price, cost, price-cost margin, etc),
4) construct impact measures (tariff equivalent)
pros: impact can be directly linked to particular policies rather than being the
result of an unexplained residual
cons: information-intensive
Examples australia productivity commission, stri, rasti, ria

indirect methods: gravity, mark-ups, cge
pros: measuring impact + prediction of impact of barriers reduction
cons: causality of policy and regulatory measures is only inferred, thus limiting
the value for policy recommendations.

data availability!



STEP 3: FINDING REGULATORY ALTERNATIVES

case-by-case analysis
relevant factors include

governance framework

types of restrictions to trade in services
Impact, nature, etc

alternatives may relate to:

= regulatory approaches = regulatory measures
— command & control (mandatory — types of mandatory
regulation) requirements

— incentives (as a regulatory tool) — eliminate barriers

— market control — improve procedures or
— disclosure regulation institutions

— nudging

— self regulation



METHODOLOGICAL OBSERVATIONS

adjust methodology --and expectations

lack of statistical data
often also little regulatory information

focus on goals and information gaps

wto accession, implementation,
trade reform needs

Trade & Compet



GOVERNANCE LIMITATIONS

Horizontal governance practices affecting services trade

Governance Limitations
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2. Consumption abroad
3. Commercial presence

4. Matural persans

0

[ Establishment
B Operation

[ U Y

permits being grant
Requiraments mol
publely disclosead

® . ® ® Unoffiial fees

090

lack of access to regulation
regulatory discretion
poor monitoring and enforcement



ACTUAL REGULATORY RESTRICTIONS

Establishment Operation

focus on establishment
heavy restrictions focused on nationality
requirements

WORLD BANKGROUP

Trade & Competitiveneas



RASTI CHALLENGES

- external: curbing expectations

Not a market intelligence study
(what services can be exported and to whom?)

Not every detail of regulation can be assessed in one study
(so what exactly is wrong in telecom regulation?)

- internal, procedural: information collection
reliance on a (good) local consultant

- internal, substantial: regulatory alternatives not obvious

need to further focus at sectoral level
need for familiarity with political economy issues




REGULATORY
ASSESSMENT

REGULATORY
ASSESSMENT TOOLKIT

A& PRACTICAL METHODOLOGY FOR ASSESSING
REGULATION ON TRADE AND INVESTMENT IN SERVICES

Martin Molinuevo * Schastian Sacz

WORLD BANKGROUP
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REGULATORY ASSESSMENT
TOOLKIT

(OKR)

HTTPS://OPENKNOWLEDGE.WORLDBANK.ORG/

SEBASTIAN SAEZ: SSAEZ@WORLDBANK.ORG
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https://openknowledge.worldbank.org/
https://openknowledge.worldbank.org/
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