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WHY A REGULATORY ASSESSMENT IN
SERVICES TRADE?

» (internal) Ia_lws_and regulations REGULATORY
are the main instrument for R e /
governing trade and investment ASSESSMENT | OOLKIT
in SerViceS | A PRACTICAL METHODOLOGY FOR ASSESSING

REGULATION ON TRADE AND INVESTMENT IN SERVICES

4 Reg'JIatory gove rnance as Martin Molinuevo * Sebastian Saez
important as regulation itself.

» Practical issues:

- Need to respond to country
requests

- lack of data




WHY IT MATTERS

» There is a negative STRI and Regulatory Quality
correlation between
services restrictiveness
and regulatory quality

100 -

» But also for a given
level of restrictiveness
there are different
levels of reqgulatory
quality .

Services Trade Restrictiveness Index

-3.00 -2.00 -1.00 0.00 1.00 2.00 3.00
Regulatory Quality



RASTI basics

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 |nstitutional setting
e Regulatory procedures

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

e Proposing alternative regulations

e Assessing feasibility of alternatives regulations and institutional
arrangements




First Step:
Mapping Regulations
2
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Levels of reqgulatory mapping

GOVERNANCE
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Second Set:
Estimating Impact

22 Which regulations are more
Important
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Empirical impact assessment

» Review of empirical methods for assessing
impact of regulation
- Pros / cons, alternatives
> Also, practical guidance, data sources and availability

» Quantitative methods

- Direct methods: collecting regulatory information +
index + modelling

- Examples Australia Productivity Commission, STRI, OECD,
RASTI

o Indirect methods: gravity, mark-ups

» Challenge: data availability
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Third Step:
Regulatory Alternatives

22> Looking for less trade
restrictive alternatives
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Regulatory alternatives

» Case-by-case analysis
» Relevant factors include

- Governance framework
- Types of restrictions to trade in services

» Alternatives may relate to:

Regulatory policies Regulatory measures

. - Eliminate barriers
- Mandatory regulation .
- Streamline procedures

- Incentives - Types of mandatory requirements
- Disclosure regulation + specification
- performance

- Self regulation

- target
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What we have learned: poor
governance

Distribution of limitations to services trade and investment

. . . Cross-border services Commercial Presence
} EI I m I n at I O n Of fO r m al Market Access Operation Market Access Operation
re St rl Ct I O n S d O e S n Ot I e ad Regulatory ‘% Regulatory "% Regulatory é Regulatory é
fo r O pe n S e rVI Ce S m a r kets measures % measures % measures % measures §
» De facto regulatory
barriers: Horizota
- Regulatory discretion rfesson [ ]
. usiness
> Lack of access to regulation ol and coutier ‘ ‘
> Poor monitoring and Telecom
enforcement Audiovisual
Construction -
Distribution
1 . Educational
» Some solutions: Enironmental h ‘
- need for clear and standard 'Bkg
a
regulatory procedures e
Tourism and Travel -
Recreational
Transport

Values: 0 - R number of measures. Source: Authors.
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What we have learned:
regulation

Table 6. Measures affecting operations of services companies

. Legal and regulatory measures Administrative
> MII’IOF regU|atOry Quantitative Qualitative Practices
restrictions can Impalir 5 é
major liberalization Eoo|5 B . -
efforts: . = i EE
> registration requirements for g€ |5 25 EE |53 _
lawyers 5. [sEc:  LE2  r: ZE2F 3.
> Institutional deficiencies S85: 528 seZ2F z2f |2EiF 2%
(telecoms) BEZZ [FEEfz22E52 52: (£, el
3 f [FzEEbiec=lfsz2vi: |2sIlglibd
s 22z |z pif?LPizEsi® |TEE_EEC
» Lack of regulation is §TES |E58E; 2252385 (E2322E5
equally damaging | S5 5|3 EEA 325 55 555EE i85
o Telecoms (Laos, Cambodia)  Frofessional . . . . * o0
. . . . . Business
o Distribution services (Burkina posai and courier
Faso, Liberia) Telecom
Aundiovisual .
Construction . . . .
» Some solutions: Distribution . . .
. Educational e |e
o Services portal Environmental
> Improve licensing procedures surance _ = _
d f h Banking ) .
> ldentity sectors where Health and Soial
regulation is needed Tourism . .
Recreational .
Transport ] ] L

Key: ®=restriction applied Source: authors

12



What we have learned: regulatory
alternatives

» Better alternatives may exist, even keeping the
restriction
- make it more transparent and predictable.

- Maximum percentages of foreign employees instead of case-
by-case ENTs. Work permits for the duration of the contract.
Define categories of employees (Liberia)

» Focus on policy goal
> Improve domestic capacity:

. domestictpartnership requirements and training schemes,
instead of quotas on revenue share

» Focus on impact on trade and investment:
o Limits restrictions on less trade-relevant sectors
- Split legal services market between domestic and foreign
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