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ABSTRACT
This study analyses provisions of the EU-Singapore Free Trade Agreement concluded in May
2015 ('EUSFTA'). It compares EUSFTA with other 'new-generation' free trade agreements, such
as the EU-Republic of Korea and the EU-Canada Comprehensive Economic and Trade
Agreement.
Overall, EUSFTA adopts a WTO+ approach and as a result significantly liberalises trade between
the EU and Singapore compared to the current trade relationship. The study finds that a number
of tariff and non-tariff barriers to trade in goods and services that currently exist between the
parties will be reduced or removed on EUSFTA's entry into force.
EUSFTA, as with other 'new-generation' FTAs negotiated by the EU, adopts a comprehensive
approach, and contains innovative provisions on investment, intellectual property rights,
competition and public procurement. It also contains provisions which reflect growing
concerns about the impact of global trade, such as those on trade and sustainable
development.
With regard to EUSFTA's potential impact on trade, the economic modelling estimates an
increase of around 10 % in trade volumes and greater volumes of foreign direct investment
between the EU and Singapore as a result of the agreement. It also concludes that EUSFTA
should lead to small increases of the gross domestic products of the EU and Singapore (0.06 %
and 0.35 %, respectively).
The responses of a wide-range of EU and Singaporean stakeholder consultation reveal that, in
general, EUSFTA is viewed positively and is considered a very ambitious agreement, which will
offer new opportunities for trade and investment in the EU and Singapore. However, some
concerns have been raised, especially by small and medium-sized enterprises.
The implications of the result of the Opinion of the Court of Justice of the EU in case 2/15 of
2017, on whether the EU had exclusive competence to sign and conclude EUSFTA alone, is also
analysed in detail.
The study recommends, notably, monitoring closely that commitments taken under sustainable
development provisions are implemented and used effectively in practice.
EP/EXPO/B/INTA/2017/07
March2018 -PE 603.864

EN
©EuropeanUnion, 2018

Policy Department, Directorate-General for External Policies

Disclaimer: the following analysis is subject to any revisions/amendments/additions to EUSFTA's
investment chapter which may have already occurred or may occur in the future. By way of example, it has
been reported both by Singaporean respondents and the INTA Committee during its session of
4 December 2017, where a first exchange of views between EU and Singaporean officials took place on
EUSFTA, that the investor-State dispute resolution mechanism contained at Chapter 9 of EUSFTA will be
replaced by an Investment Court System mechanism. The updated investment chapter of EUSFTA was not
publicly available at the time of writing. Hence, for the purposes of this study we relied on EUSFTA's text as
of May 2015 which is publicly available at http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.

This paper was requested by the European Parliament's Committee on International Trade.
English-language manuscript was completed on 16 March 2018.
Printed in Belgium.
Author: Eirini ROUSSOU, Associate Holman Fenwick Willan.
Official Responsible: Anna SAARELA
Editorial Assistant: Jan MUYLDERMANS
Feedback of all kind is welcome. Please write to: anna.saarela@europarl.europa.eu.
To obtain copies, please send a request to: poldep-expo@europarl.europa.eu
This paper will be published on the European Parliament's online database, 'Think tank'.
The content of this document is the sole responsibility of the author and any opinions expressed therein do not necessarily
represent the official position of the European Parliament. It is addressed to the Members and staff of the EP for their
parliamentary work. Reproduction and translation for non-commercial purposes are authorised, provided the source is
acknowledged and the European Parliament is given prior notice and sent a copy.
ISBN: 978-92-846-2763-9 (pdf)

ISBN: 978-92-846-2764-6 (paper)

doi: 10.2861/092222 (pdf)

doi:10.2861/875856 (paper)

Catalogue number: QA-02-18-395-EN-N (pdf)

Catalogue number: QA-02-18-395-EN-C (paper)

Free Trade Agreement between the EU and the Republic of Singapore – Analysis

TABLE OF CONTENTS
1.

Introduction............................................................................................... 7
1.1

Legal framework and scope of agreement........................... 7

1.2

Trade in Goods .............................................................................10
1.2.1 Market access.....................................................................................10
1.2.2 Non-Tariff Measures and Technical Barriers...........................11
1.2.3 National Treatment .........................................................................12
1.2.4 Trade Remedies.................................................................................12
1.2.5 Sanitary and phytosanitary ('SPS') measures.........................12
1.2.6 Customs and trade facilitation ....................................................13

1.3

Services, establishment and e-commerce ..........................13

1.4

'New-generation' FTA issues....................................................14
1.4.1 Investment Protection....................................................................14
1.4.2 Government Procurement............................................................15
1.4.3 Intellectual Property ('IP')..............................................................15
1.4.4 Competition and Related Matters..............................................15
1.4.5 Trade and Sustainable Development .......................................15

1.5
2.

Administration/Process.............................................................15

Comparative analysis............................................................................18
2.1

Investment protection...............................................................18
2.1.1 Comparison ........................................................................................18
2.1.2 Measures determining the scope of the agreement ..........19
2.1.3 Substantive measures of treatment..........................................20
2.1.4 Investor-State dispute resolution...............................................22

2.2

Establishment...............................................................................25

2.3

Public procurement....................................................................26
3

Policy Department, Directorate-General for External Policies

2.3.1 Market access.....................................................................................26
2.3.2 Principles .............................................................................................27
2.3.3 Dispute resolution ...........................................................................28
2.3.4 Conclusion ..........................................................................................28

3.

2.4

Intellectual Property...................................................................28

2.5

Competition and Related Matters .........................................30

2.6

Trade and Sustainable Development...................................31

2.7

Institutional Framework: Committees and Working
Groups, Dialogue and Cooperation ......................................32

2.8

Conclusion.....................................................................................33

Potential Impacts.......................................................................34
3.1

Trade................................................................................................34
3.1.1 The current trade relationship between the EU and
Singapore ............................................................................................34
3.1.2 The ‘new-generation’ FTA with Singapore .............................38
3.1.3 Singapore’s current free trade arrangements .......................40
3.1.4 Comparison with EUKFTA .............................................................43
3.1.5 Estimation of the impact of EUSFTA on trade .......................46
3.1.6 Overall trade impact assessment ...............................................53

3.2

Investment.....................................................................................55
3.2.1 Investment flows between EU and Singapore......................55
3.2.2 Significant aspects of EUSFTA for investment.......................56
3.2.3 Estimation of the impact of EUSFTA on investment...........58
3.2.4 Overall investment impact assessment ...................................60

3.3

The macro-economy ..................................................................61
3.3.1 Economy of Singapore...................................................................61
4

Free Trade Agreement between the EU and the Republic of Singapore – Analysis

3.3.2 Economy of the EU ..........................................................................62
3.3.3 Estimation of the impact of EUSFTA on the macroeconomies...........................................................................................62

3.4

Impact according to the consulted stakeholders.............64
3.4.1 Introduction .......................................................................................64
3.4.2 Services Market Access...................................................................64
3.4.3 Singaporean access to the EU .....................................................65
3.4.4 Liberalisation in the pharmaceutical sector...........................65
3.4.5 Opening of markets.........................................................................65
3.4.6 Sustainable development and protection of labour (Trade
and Sustainable Development provisions) ............................65
3.4.7 Investment protection ...................................................................66
3.4.8 Intellectual Property Rights ('IPRs') ...........................................66
3.4.9 Potential improvements................................................................67
3.4.10 SMEs ......................................................................................................67
3.4.11 Conclusion and implementation................................................67

4.

5.

Practical implications of Opinion 2/15 ..............................69
4.1

The Opinion of the Court of Justice of the EU in case
2/15 ..................................................................................................69

4.2

Steps and procedures required for EUSFTA's signature,
conclusion and entry into force .............................................71

4.3

Provisional application of EUSFTA.........................................73

4.4

Impact of the Court's ruling on other 'new-generation'
FTAs..................................................................................................74

Conclusions and Policy Recommendations for the
European Parliament ...............................................................76
5.1

Policy Recommendations.........................................................76
5

Policy Department, Directorate-General for External Policies

5.2

Conclusion.....................................................................................77

Annex 1: Examples of Rules of Origin Provisions in
EUSFTA ................................................................................78
Annex 2: Examples of Sector-Specific Service Access
Rules in EUSFTA................................................................79
Annex 3: CSFTA analysis .........................................................80
Annex 4: KSFTA analysis..........................................................83
Annex 5: Spill-over effects analysis.....................................86
Annex 6: EUKFTA analysis.......................................................90
Annex 7: List of Stakeholders Interviewed.......................92
Annex 8: Bibliography .............................................................94

6

Free Trade Agreement between the EU and the Republic of Singapore – Analysis

1.

Introduction

1.1

Legal framework and scope of agreement

In 2007 the European Commission ('Commission') began negotiations on an FTA with Association of
Southeast Asian Nations ('ASEAN') States. This was not achievable. The Commission considered therefore
that bilateral agreements could serve as building blocks for a region-to-region strategy. As a result, in
March 2010 the Commission initiated negotiations with Singapore, the most developed of the ASEAN
States, which were concluded in October 2014. The text of the FTA between the EU and the Republic of
Singapore ('EUSFTA 1') was initialled in June 2015. On 10 July 2015 the Commission referred to the Court
of Justice of the EU the question on the allocation of competences between the EU and its Member States.
The Commission sought an opinion on whether the EU had exclusive competence to sign and conclude
EUSFTA alone. On 16 May 2017 the Court of Justice of the EU delivered its Opinion in case 2/15. In this
Opinion, the Court of Justice of the EU found that EUSFTA as it currently stands constitutes a mixed
agreement. As such, it should be signed and ratified both by the EU and its individual Member States. As
of today's date, the Commission has still to take a decision on the architecture of EUSFTA, that is to say on
whether it will proceed with EUSFTA as it currently stands (i.e. a mixed agreement) or whether it will split
EUSFTA into an EU-Singapore trade agreement (over which the EU would have exclusive competence) and
a mixed EU-Singapore investment protection agreement. Once the EU institutions (i.e. the Commission,
the Council of Ministers ('Council') and the European Parliament) decide on the architecture of EUSFTA,
the Council will adopt its decision to sign and conclude the agreement upon the European Parliament's
consent.
Similar to other 'new-generation' FTAs negotiated by the EU, EUSFTA is ambitious in scope.
On goods, EUSFTA binds Singapore's tariffs at zero for EU goods imports, and the EU will progressively
reduce its tariffs to zero on nearly all goods from Singapore (see section 1.2.1 for more detail). EUSFTA also
contains a number of non-tariff related provisions aimed at facilitating trade between the EU and
Singapore, which include specific provisions on, for example: electronics; motor vehicles; pharmaceuticals;
green technology; and SPS measures.
Under EUSFTA each party will provide enhanced services access to suppliers of the other party.
Liberalisation of services was negotiated on a 'positive list' approach: only the sectors and subsectors listed
were liberalised in respect of service suppliers of the other party.
EUSFTA also contains provisions on investment protection, government procurement, intellectual
property, competition, trade and sustainable development, and transparency, along with governing
provisions on state-to-state dispute settlement and mediation, and the establishment of committees to
oversee the operation of EUSFTA.
Although the majority of EUSFTA's economic benefits in terms of exports may be for Singapore due to the
significant difference in economic size between the parties 2, the benefit for EU companies may be major,
especially if EUSFTA is the basis for FTAs with other ASEAN States.
In order to assess the impact of EUSFTA’s provisions in terms of the achieved preferential access, once
implemented, it is necessary to compare with them the principal rights and obligations that currently
apply.

Free Trade Agreement between the EU and the Republic of Singapore. For the purposes of this study we relied on EUSFTA's text
as of May 2015 which is publicly available at http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
2
See Chapter 3 of this study for an overview of the estimated benefits of EUSFTA for both parties.
1
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Table 1: Overview of EUSFTA measures and applicable WTO measures
Chapter

Issues
covered

Preamble and
chapter 1

Objectives
and general
definitions

Chapters 2 to 7

Goods

Protocol 1

Detailed provisions of
EUSFTA

Current rights and obligations

National treatment and
market access with
specific provisions on
elimination of customs
duties, motor vehicles
and
pharmaceutical
products

Article III of GATT 1994 (national
treatment
Article II GATT 1994 (schedules of
concessions)
Tariff schedules annexed to GATT
1994
Article XI GATT 1994 (non-tariff
measures)
Article VIII GATT 1994 (import and
export fees and formalities)
Agreement on import licensing
Article XVII GATT 1994 (state trading
enterprises) and Understanding on
Interpretation of Article XVII

Trade remedies

Article VI GATT 1994
Agreement on Implementation of
Article
VI
of
GATT
1994
(antidumping)
Agreement on Subsidies
Countervailing Measures

and

Article XIX GATT 1994
Agreement on Safeguards
Technical barriers to
trade ('TBT') including
specific provisions on
electronic products

Agreement on Technical Barriers to
Trade

SPS measures with
specific provisions on
competent authorities
and
approval
of
establishments
for
products of animal
origin

Agreement on the Application of
Sanitary and Phytosanitary Measures

Customs and
facilitation

trade Trade
Facilitation
Agreement,
Agreement
on
Preshipment
Inspection, Article VII GATT 1994
(valuation for customs purposes)

Non-tariff
barriers
(‘NTBs’) to trade and
investment in renewable
energy generation
8

No specific provisions (negotiations
taking place on environmental
goods agreement in which both EU
and Singapore are participants)
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Chapter 8

Chapters 9 – 13

Rules of origin

Agreement on Rules of Origin

Services,
establishment
and
ecommerce

Schedules
of
commitments including
cross-border supply of
services, establishment
and presence of natural
persons

General Agreement on Trade in
Services (GATS)

'New
generation
FTA' issues

Investment protection

Non-WTO
bilateral
investment
treaties – Singapore has BITs with,
BLEU
(Belgium-Luxembourg
Economic Union), Bulgaria, Czech
Republic, France, Germany, Hungary,
Latvia, Netherlands, Poland, Slovakia,
Slovenia, UK

Letter on
geographical
indications
('GI')

Appendix to the GATS (list of
schedules of specific commitments
and of Article II most favoured nation
('MFN') exemptions)

Agreement
on
trade-related
investment measures (TRIMs) (not
related to investment protection but
does
contain
provisions
on
investment measures)
Government
procurement

Government
Agreement (GPA)

Procurement

Intellectual property

Agreement on Trade Related Aspects
of Intellectual Property Rights (TRIPS)

Competition

Agreement on Trade Related Aspects
of Intellectual Property Rights (TRIPS)
Agreement on Subsidies and
Countervailing Measures (SCM)

Trade and sustainable
development
Chapters 14-17

Administratio
n and process

Transparency

Agreement on Trade Related Aspects
of Intellectual Property Rights (TRIPS)

Dispute settlement

Understanding on rules and
procedures governing the settlement
of disputes (DSU)

Mediation mechanism

Understanding on rules and
procedures governing the settlement
of disputes (DSU)

Understanding
s 1-5

Joint
declaration on
customs
unions

Institutional provisions

The rest of the introduction and overview will consider each of these issues to consider the improvement
in access that EUSFTA brings.
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1.2

Trade in Goods

1.2.1 Market access
EUSFTA sets the objective that the parties shall progressively and reciprocally liberalise trade in goods over
a transitional period 3.
Customs duties – EUSFTA requires each party to reduce and/or eliminate customs duties on imported
goods in accordance with the schedules set out in Annex 2-A of EUSFTA 4. The schedules in Annex 2-A
specify the base rate of customs duties to which the successive reductions are to be applied.
Article 2.8 imposes a ‘standstill’ by prohibiting either party from increasing any existing customs duty. This
binds import duties for each party at their current level.
For Singapore, the very small number of tariffs that still apply will be eliminated immediately as soon as
EUSFTA comes into effect. Currently more than 99 % of all imports into Singapore from all sources enter
the country with zero tariffs 5. However, whilst Singapore generally applies zero tariffs on an MFN basis, the
bound level of duties in its WTO Schedules is not zero. This means that Singapore could, in theory,
unilaterally increase its applied duties to the higher bound levels. EUSFTA binds them at zero levels, making
such an increase impossible in respect of imports from the EU.
For the EU, some duties will be immediately eliminated, while others will be eliminated according to a
schedule of reductions. Those that will be progressively reduced will either be reduced on a schedule of
four equal annual stages or six equal annual stages 6. For fruit and vegetable products covered by the entry
price scheme (e.g. tomatoes, cucumbers, courgettes, oranges etc), the ad valorem duty will be
progressively removed but the specific duties will be maintained.
EUSFTA also contains specific rules of origin, which are set out at Protocol 1. The EU has non-preferential
rules of origin that apply to all imports except those that benefit from preferential agreements. Each
preferential agreement has its own origin rules which can differ from the non-preferential rules and other
preferential agreements. EUSFTA tries to implement simpler origin rules than in some previous preferential
agreements. For a relatively short list of manufactured products (listed in Annex D of Protocol 1), the
agreement allows cumulation of origin from other ASEAN States i.e. parts and components from other
ASEAN States can be counted as originating content. In addition, cumulation will apply for all products
from any ASEAN State that agrees an FTA with the EU in future.
Some examples of differences between the EU's non-preferential rules of origin and those contained in
EUSFTA and the EU - Republic of Korea FTA (‘EUKFTA’) 7 are given in Annex 1. No analysis has been
undertaken of Singapore’s origin rules. Given that Singapore generally already applies zero tariffs, rules of
origin are much less important for EU exports to Singapore.
For state trading enterprises ('STEs'), Article XVII GATT 1994 and the WTO Understanding on the
Interpretation of Article XVII are made part of EUSFTA 8. EUSFTA does not add any new obligations, but
brings the WTO provisions on STEs within the scope of EUSFTA’s dispute settlement provisions.
EUSFTA, Article 2.1.
EUSFTA, Article 2.6.
5
Export.gov, Singapore – Import Tariffs, 2017. Available at https://www.export.gov/article?id=Singapore-Import-Tariffs.
6
EUSFTA, Annex 2-A.2.
7
Free Trade Agreement between the EU and its Member States, of the one part, and the Republic of Korea, of the other part,
available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/2602.
8
Article XVII GATT 1994 imposes certain requirements on STEs such as non-discrimination, making purchases or sales solely in
accordance with commercial considerations, and providing adequate opportunity to compete for participation in purchases and
sales.
3
4
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Exceptions – EUSFTA does not prevent parties from taking measures in accordance with Article XX GATT
1994, which is incorporated into EUSFTA 9. Article XX GATT 1994 allows an exception to other WTO
commitments in certain circumstances, including the protection of public morals, protection of human,
animal or plant life or health, and measures relating to the conservation of exhaustible natural resources.
EUSFTA does impose an additional condition that, in the case of export restrictions, the exporting party
should seek a solution acceptable to both parties.

1.2.2 Non-Tariff Measures and Technical Barriers
Non-tariff measures – EUSFTA prohibits any quantitative import or export restriction in accordance with
Article XI GATT 1994, which is incorporated into and made part of EUSFTA 10.
EUSFTA provides rules on the level of import and export fees that can be charged 11. It requires each party
to act ‘in accordance’ with Article VIII GATT 1994 but, unlike import and export restrictions (Article XI), it
does not incorporate Article VIII GATT 1994 into EUSFTA. Whether this is a meaningful difference is not
clear. However, EUSFTA does impose some obligations that are not included in Article VIII GATT 1994 12.
In relation to import and export licensing procedures the main provisions of the WTO Agreement on Import
Licensing are made part of EUSFTA13. The WTO rules allow both automatic and non-automatic import or
export licensing procedures. Chapter 2, Article 2.11.5 of EUSFTA imposes an additional provision that nonautomatic licensing should not be used unless necessary to implement a measure.
In relation to non-tariff measures for motor vehicles and pharmaceuticals, additional sector-specific
commitments have been made that are set out in Annex 2-B and Annex 2-C of EUSFTA.
For motor vehicles and parts, the parties agree to recognise WP.29 (i.e. United Nations Economic
Commission for Europe/World Forum for Harmonization of Vehicle Regulations) as the relevant
international standard-setting body 14. EUSFTA also adopts provisions to encourage regulatory
convergence 15. These include a commitment not to introduce new diverging technical regulations and
regular reviews of domestic technical regulations. Singapore has also agreed to accept EU tested/approved
vehicles as compliant with its own regulations, a significant benefit that few other FTAs globally have
included (though EUKFTA has similar provisions). There is also a prohibition on automatic and nonautomatic import licensing for motor vehicles and parts 16.
On pharmaceutical products, the parties agree to use international standards (WHO, OECD, ICH, PIC/S and
GHTF 17) as the basis for technical regulations. EUSFTA also includes provisions on transparency and
regulatory cooperation.
For goods and services related to renewable energy generation, Chapter 7 of EUSFTA aims at removing or
reducing tariffs and NTBs as well as fostering regulatory convergence. This includes an agreement to refrain
from imposing local content requirements. It also includes provisions on authorisation, certification,
EUSFTA, Article 2.14.
EUSFTA, Article 2.9.1.
11
EUSFTA, Article 2.10. These fees must be limited to the approximate cost of services rendered and not used as protection or
discriminatory taxation.
12
Specifically, EUSFTA prohibits the calculation of fees on an ad valorem basis, requires transparency in terms of information on
fees and charges, and prohibits ‘consular transaction’ fees (consular invoices or a consular visa in connection with import of a
good).
13
For example, the publication of rules, applications and renewals to be as simple as possible, and no trade restrictive effects.
14
EUSFTA, Annex 2-B, Article 2.
15
EUSFTA, Annex 2-B, Article 3.
16
EUSFTA, Annex 2-B, Article 5.
17
Respectively, the World Health Organisation, the Organisation for Economic Co-operation and Development, the International
Conference on Harmonisation of Technical Requirements for Registration of Pharmaceuticals for Human Use, the Pharmaceutical
Inspection Co-operation Scheme and the Global Harmonization Task Force on Medical Devices.
9
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administrative charges, access to electricity transmission grids, standards, conformity assessment etc. For
example, both sides will recognise declarations of conformity with the requirements of the other party for
products related to renewable energy generation such as boilers, machinery and mechanical appliances.
Technical barriers – Chapter 4 of EUSFTA incorporates the rights and obligations of the WTO Agreement
on Technical Barriers to Trade ('TBT Agreement'). The TBT Agreement includes provisions covering
standards making, technical regulations, conformity assessment procedures and transparency. There are
some additional provisions to those of the TBT Agreement in EUSFTA. The most notable additional
provision relates to marking and labelling. Article 4.10 of EUSFTA includes efforts to restrict labelling
requirements, not requiring prior approval or certification of labels, issuing of unique identification
numbers without delay and on a non-discriminatory basis, and accepting non-permanent or detachable
labels 18.
A sector specific annex on electronics is attached to Chapter 4. Annex 4-A applies to standards, technical
regulations and conformity assessment procedures related to electromagnetic compatibility. The most
notable provision is that parties have agreed to accept the conformity assessment procedures of the other
party 19, including a supplier’s declaration of conformity where no mandatory laboratory testing is required
and a supplier’s declaration of conformity based on a test report issued by a certification body. Although
Singapore has limited the list of products to which this applies, for those products that are covered this is
a significant concession as third party testing will no longer be required. This is a major innovation of the
‘new-generation’ FTAs and has not been a feature of many previous FTAs globally (though EUKFTA has
similar provisions).

1.2.3 National Treatment
EUSFTA requires each party to accord national treatment to the goods of the other party in accordance
with Article III GATT 1994 20. The latter provision is incorporated into and made part of EUSFTA. Whilst
Article III GATT 1994 already applies between the parties, it is now brought within the scope of EUSFTA's
dispute settlement provisions.

1.2.4 Trade Remedies
The most significant feature of EUSFTA is the requirement that both parties should use a public interest
test (Chapter 3, Article 3.3) and lesser duty rule (Chapter 3, Article 3.4) on anti-dumping or countervailing
duty cases against each other. Neither of these are mandatory under WTO rules. This has no benefit in itself
as the EU already would apply both to Singapore (and there are hardly any cases against Singapore
anyway) and Singapore has never had an anti-dumping or anti-subsidy investigation. Singapore adopted
trade remedy legislation in 1996 but it has not been used. Even if there were to be investigations one way
or the other, Chapter 3, Article 3.5 EUSFTA excludes trade remedies from the FTA’s dispute settlement
provisions (see section 1.5 below) 21. Thus, although it is stated that these are mandatory provisions, they
are unenforceable if there is a violation.

1.2.5 Sanitary and phytosanitary ('SPS') measures
SPS measures are those measures applied to protect animal or plant life or health. Chapter 5 of EUSFTA
attempts to go beyond the commitments of the WTO Agreement on the Application of Sanitary and
Phytosanitary Measures ('SPS Agreement'), particularly in the area of products of animal origin. Annex 5- B

18
The labelling requirements contained in EUSFTA apply to agricultural products, industrial products and processed agricultural
food products including beverages and spirits.
19
EUSFTA, Annex 4-A, Article 4.2.
20
EUSFTA, Article 2.3.
21
EUSFTA, Article 3.5.
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of EUSFTA requires each competent authority to draw up lists of approved establishments in the exporting
country. This covers establishments for meat, milk and fishery products.

1.2.6 Customs and trade facilitation
Chapter 6 of EUSFTA covers issues such as customs cooperation, simplified customs procedures and
transparency (publication of legislation, inquiry points etc).

1.3

Services, establishment and e-commerce

Chapter 8 of EUSFTA includes extensive provisions on trade in services, and both the EU and Singapore
have offered significantly more concessions to each other in a number of service sectors than are currently
provided for in the GATS.
As the Singaporean market is already highly liberalised in relation to trade in goods, the impact of EUSFTA
on trade in services may be significantly more important than trade in goods for Singapore. This is
emphasised by the fact that more than three-quarters of employees in Singapore are employed in the
services sector and the EU accounts for over 17 % of Singapore's exports of services (see Figures 5 and 6).
In relation to cross-border supply of services (i.e. a company providing services from the territory of one
party to a customer located in the territory of the other party) and establishment (supply of a service by a
service supplier of a party through commercial presence in the territory of the other party i.e. mode 3),
EUSFTA includes new commitments on national treatment and market access set out in schedules of
commitments (both horizontal and sectoral).
An example of a significant sector specific commitment is that there will be no restrictions on mode 3
market access for EU suppliers of basic letter services subject to the requirement that service suppliers are
incorporated in Singapore. No similar obligation is in GATS or in EUKFTA. Another example is in commercial
banking where qualifying EU banks will be allowed to establish an additional 25 customer service locations
above the current limit of 25 locations provided for in GATS. However, more generous concessions are
available to US banks under the US-Singapore FTA. Annex 2 provides more detail on these two examples.
Section E of Chapter 8 covers the regulatory framework (e.g. mutual recognition of professional
qualifications) and domestic regulation (e.g. licensing requirements and procedures or qualification
requirements). It also includes sector-specific provisions for a regulatory framework on computer services,
postal services, telecommunications services, financial services, international maritime services and
electronic commerce.
On temporary presence of natural persons for business purposes (i.e. supply of a service by a supplier of
one party through presence of natural persons of that party in the territory of the other party), EUSFTA
includes horizontal commitments on measures concerning the entry into, and temporary stay in, their
respective territories of key personnel, graduate trainees and key service sellers. There are two exclusions;
a) the seller must not make direct sales to the general public and b) the seller must not receive
remuneration from a source located in the host party.
One interesting difference between EUSFTA and, for example, EUKFTA and the EU - Canada
Comprehensive Economic and Trade Agreement (‘CETA’) 22, is that there are no generally applicable MFN
provisions in the services and investment chapters of EUSFTA 23. This means that, in future, if either party
was to offer more generous services or investment concessions in the context of a future FTA, there is no
Comprehensive Economic and Trade Agreement between Canada, of the one part, and the EU and its Member States, of the
other part. CETA entered into force provisionally on 21 September 2017, and as such, most of CETA applied at the time of writing.
For the purposes of this study we relied on CETA's text available at http://ec.europa.eu/trade/policy/in-focus/ceta/ceta-chapter
by-chapter/.
23
There is a partial MFN clause in relation to banking licences (see Annex 2 for more details).
22
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obligation to provide this under EUSFTA. There are explicit MFN provisions in EUKFTA and MFN-like
provisions in CETA 24.
It can be noted that, to the extent that EUSFTA is more generous on the EU side in relation to services from
Singapore (cross border supply and establishment) than EUKFTA, the EU must extend that treatment to
the Republic of Korea ('South Korea'). Thus, in considering the economic impact of EUSFTA, any further
liberalisation in EUKFTA triggered by the services provisions of EUSFTA must be taken into account. In the
case of Canada, if ‘like situations’ includes the negotiation of a future FTA, the same would apply to Canada
for both services and investment.

1.4

'New-generation' FTA issues

1.4.1 Investment Protection
At the time of writing it was understood that the original text of Chapter 9 of EUSFTA, on investment
protection, was to be replaced by new text. Significantly, it was understood that the investor-State dispute
resolution mechanism contained in the original Chapter 9 was to be replaced by an Investment Court
System ('ICS') mechanism. As the new text was unavailable at the time of writing, we have relied on
EUSFTA's
text
as
of
May
2015
which
is
publicly
available
at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
The WTO Agreement on Trade-Related Investment Measures ('TRIMs') 25 provides that no WTO Member
should apply any investment measure that is inconsistent with the provisions of GATT 1947 Article III
(national treatment) or XI (elimination of quantitative restrictions). Measures include restrictions on
purchase of imported or domestic products related to local production (e.g. local content or foreign
exchange restrictions on an investment in production in another member’s market). The agreement also
includes transparency commitments. TRIMs did not involve any new commitments but attempted to clarify
pre-existing commitments in the GATT 1947, and therefore does not, for example, apply to investment
measures related to trade in services.
Chapter 9 of EUSFTA provides more detailed rules on the standard of treatment of investments than TRIMs.
In addition, unlike TRIMs, EUSFTA generally provides that investors can challenge the treatment of their
investment through investor-State dispute resolution mechanisms. Under TRIMs, a challenge can only be
made by a State party through the WTO's Dispute Settlement Body. For the EU Member States which do
not currently have an International Investment Agreement ('IIA') in place with Singapore, Chapter 9 may
improve investment conditions.

In the case of CETA, there is an MFN provision both for cross-border trade in service obligations and investment. In the context
of services, Article 9.5 states that 'Each Party shall accord to service suppliers and services of the other Party treatment no less
favourable than that it accords, in like situations, to service suppliers and services of a third country'. For investment, a similar
provision is contained in Article 8.7. There is some ambiguity here but this could be interpreted as suggesting that ‘like
situations’ would include the situation where a future FTA is negotiated with a third country. For services (cross border supply
and establishment) EUKFTA contains an MFN provision (Articles 7.8 and 7.14). Article 7.8 states that 'each Party shall accord
to…..suppliers of the other Party treatment no less favourable than that it accords to like services and service suppliers of any third
country in the context of an economic integration agreement signed after the entry into force of this Agreement'. Article 7.14 has a
similar provision for investors. Unlike CETA it is absolutely clear that, under EUKFTA, any future more generous services
obligations offered to a third country by either party must be extended to the other party of EUKFTA. One of the exceptions to
this provision is in the case of a 'regional economic integration agreement' with a significantly higher level of obligations (this
could apply to single market expansion for example).
25
TRIMS does not provide investor protection but there are overlaps in provisions regulating use of investment measures (e.g.
national treatment and exceptions).
24
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The impact of EUSFTA may be to provide more stable conditions for new investments to occur between
EU and Singapore, particularly between Singapore and the EU Member States that do not currently have
an IIA with Singapore. Chapter 9 EUSFTA is further discussed in Section 2.1 of this Study.

1.4.2 Government Procurement
Singapore and the EU are both members of the plurilateral WTO Agreement on Government Procurement
('GPA'). The GPA sets out principles and procedural requirements which apply to the procuring
entities/goods and services listed in Appendix I of the GPA.
Under EUSFTA, both the EU and Singapore have made more commitments to each other than currently
exist under the GPA. Both sides have expanded the entities covered by their procurement commitments
to each other. Singapore’s threshold values for central government entities above which procurement
activities are covered by EUSFTA are also lower than GPA thresholds 26. These improved commitments will
provide new tendering opportunities for suppliers in the two markets.

1.4.3 Intellectual Property ('IP')
The WTO Agreement on Trade-Related Aspects of Intellectual Property Rights ('TRIPS') contains provision
on standards of protection and enforcement.
EUSFTA attempts to go further than TRIPS in providing high standards of protection and enforcement for
IP rights. Of particular note is the agreement to introduce a new register of GIs, which will provide more
protection for certain EU agricultural and food products in Singapore.

1.4.4 Competition and Related Matters
EUSFTA establishes some principles that both parties agree to in terms of antitrust, mergers, and public
undertakings. Nothing like this exists at the WTO level. The chapter also addresses subsidies, including
those within the scope of the WTO Agreement on Subsidies and Countervailing Measures
('SCM Agreement'). However, this chapter (with the exception of the provisions on non-countervailing
duty aspects of subsidies) is excluded from dispute settlement and mediation mechanisms, and so cannot
be enforced.

1.4.5 Trade and Sustainable Development
The chapter on trade and sustainable development in EUSFTA does not create any obligations in terms of
liberalisation. Rather, it aims at ensuring that trade does not undermine environmental protection, social
development and sustainable management of forests and fisheries. There are also provisions setting out
how civil society plays a role in implementation and monitoring EUSFTA. The chapter on trade and
sustainable development in EUSFTA is excluded from dispute settlement, mediation and/or any other
sanction mechanisms, and so cannot be enforced. However, in relation to disagreements in this area there
are provisions to provide government consultations and an arbitration panel (see section 2.6 for more
detail on the trade and sustainable development chapter of EUSFTA).

1.5

Administration/Process

Transparency – Although many of the individual chapters of EUSFTA contain improved transparency
requirements, Chapter 14 applies some principles that generally apply across the whole agreement. This
includes provisions in relation to publication, contact points, and the review of administrative actions in
judicial or administrative tribunals.

For Singapore’s goods and services procurement by central entities, the thresholds are SDR 50 000 compared to SDR 130 000
under the GPA.
26
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Dispute Settlement – Chapter 15 contains provisions on State-to-State dispute settlement. Where there is
a dispute between the EU and Singapore on some aspect of EUSFTA, an arbitration panel will make a ruling
within 150 days 27, a shorter period than under the WTO dispute settlement mechanism 28. Also, EUSFTA
brings many WTO provisions into the agreement which allows faster settlement of disputes on WTO rules
between EU and Singapore. In cases of non-compliance with an arbitration panel ruling the agreement
authorises suspension of obligations under EUSFTA at a level equivalent to the nullification or impairment
caused by the violation.
Mediation Mechanism – Chapter 16 provides a mechanism to find mutually agreed solutions without
triggering formal dispute settlement.
Not all chapters of EUSFTA are covered by the dispute settlement and mediation provisions. The chapters
which are not covered are trade remedies, competition and related matters, and trade and sustainable
development.
Institutional, General and Final Provisions – Chapter 17 provides some basic provisions on the creation of
a trade committee and other specialised committees, amendments to the agreement, current account and
capital account movements, restrictions to safeguard the balance of payments, security exceptions etc.
Table 2: Basic summary of Main Impact of EUSFTA Provisions
Issues
covered

Detailed provisions
of EUSFTA

Main impact of EUSFTA provisions compared
with WTO and other relevant provisions

Objectives
and general
definitions
Goods

National
treatment Progressive reduction of EU tariffs to zero on all
and market access
goods except certain fruit & vegetables.
Singapore tariffs already virtually all zero but
now bound at that level
Increased flexibility in origin requirements
Expansion of possibility to obtain preferential
treatment while still being able to maximise use
of cheaper overseas inputs
Non-Tariff
and TBTs

Measures Additional provisions on non-tariff restrictions/
frictions, particularly for motor vehicles/parts
and pharmaceutical products. Increased
opportunities to do business and reduced costs
Reduced restrictions/frictions in terms of
technical standards, especially for electronic
products

SPS measures

Reduced restrictions/frictions in terms of health
measures, especially for meat, milk and fishery
products

Customs and trade Reduced restrictions/frictions
facilitation
There is a possibility of extending this period to 180 days. EUSFTA, Article 15.8.
Under this mechanism, a panel ruling should be made within 6-9 months, and, if appealed, there is a further 60-90 days for the
Appellate Body to make a ruling.
27
28
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NTBs to trade and Reduced restrictions/frictions
investment
in
renewable
energy
generation
Services,
Schedules of market
establishme access commitments
nt and ecommerce

Improved opportunities for service providers to
compete in each other’s markets, particularly in
certain sectors such as computer services, postal
services, telecoms, financial services, maritime
services and e-commerce
An additional effect is that where other EU FTAs
have MFN service provisions (e.g. EUKFTA and
CETA), EUSFTA service liberalisation that goes
further than these other agreements should be
incorporated

'New
generation
FTA' issues

Investment protection Improved conditions for investment between EU
Member States and Singapore where no IIA is
currently in place, although the investment
chapter, including the provisions on investorState dispute resolution, is subject to change.
CETA has an MFN investment provision so there
may be changes to CETA that should be taken
into account. One issue with the investment
protection chapter is that, for Member States
which have IIAs with Singapore, the standard of
protection may actually be lessened by EUSFTA
(e.g. Chapter 9 may narrow the standard of fair
and equitable treatment)
Government
procurement

New tendering opportunities for suppliers in
each other’s market

Intellectual property

Improved protection for intellectual property,
especially for GIs. EU food and agriculture
products should benefit

Competition

Only establishes principles with no enforcement
(apart from subsidies) so likely to have minimal
effect

Trade and sustainable Does not involve any liberalisation or
development
concessions. If anything, these provisions may
increase frictions
Administrati Transparency
on
and
process
Dispute settlement

May reduce frictions on doing business in each
other’s markets
Faster dispute settlement may result in greater
enforcement of EUSFTA (and WTO provisions
where they are brought into the agreement) than
WTO dispute settlement

Mediation mechanism Improved procedures to find solutions to
disputes results in better enforcement of
agreement
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2.

Comparative analysis

This Section assesses the content of the 'new-generation' provisions contained in EUSFTA, and compares
them with equivalent provisions contained in EUKFTA and CETA, outlining key commonalities and
differences.

2.1

Investment protection 29

Chapter 9 EUSFTA, on investment protection, is significant for a number of reasons. Firstly, the level of
Foreign Direct Investment (‘FDI’) stocks held by EU investors in Singapore and vice versa is high. In 2015
the value of such FDI stocks stood at EUR 210.2 billion. It is also growing. Between 2013 and 2015 the value
increased by over 50 % 30. Secondly, the investment protection chapter was the first such chapter
negotiated as part of an EU comprehensive FTA following the entry into force of the Lisbon Treaty, which
transferred exclusive competence over FDI to the EU 31. Thirdly, the text of the chapter differs in many ways
from the text of a 'traditional' IIA, such as the Bilateral Investment Treaties between EU Member States and
Singapore (collectively, 'Member State BITs'). An investment agreement between the EU and Singapore
would supersede the Member State BITs.
This section will compare the investment protection provisions contained in EUSFTA with those contained
in (i) the Member State BITs and (ii) CETA. EUKFTA does not contain an investment protection chapter, and
therefore is not addressed in this sub-section. This analysis allows the innovations introduced by EUSFTA
to be highlighted, and then compared to those of CETA, which make more radical departures from IIA
norms than EUSFTA. As provisions on establishment (which would cover the establishment of investments)
are contained in a separate chapter of EUSFTA, they are discussed in sub-section 2.2 below.

2.1.1 Comparison
There are 12 32 existing Member State BITs 33. Whilst they are by no means identical, they present broadly
similar features, and are all generally consistent with a 'traditional' IIA model. Put simply, they are relatively
short documents containing broadly drafted provisions pertaining to the protection of investments. The
investment protection provisions of EUSFTA and CETA on the other hand are longer documents containing
more detailed, and often narrower, provisions.
Whether or not an IIA is based on the 'traditional' model, it will generally incorporate three broad categories
of measures, which are analysed separately below:
(a)

measures determining the scope of the agreement;

(b)

substantive measures on treatment of investments; and

At the time of writing it was understood that the original text of Chapter 9 of EUSFTA, on investment protection, was to be
replaced by new text. Significantly, it was understood that the investor-State dispute resolution mechanism contained in the
original Chapter 9 was to be replaced by an Investment Court System ('ICS') mechanism. As the new text was unavailable at the
time of writing, we have relied on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
30
Eurostat, (2017). Top 10 countries as extra EU-28 partners for FDI stocks, EU-28, end 2012–2015. Available at:
http://ec.europa.eu/eurostat/statistics-explained/index.php/File:Top_10_countries_as_extra_EU
28_partners_for_FDI_stocks,_EU-28,_end_2012%E2%80%932015_(billion_EUR)_YB17.png.
31
Treaty on the Functioning of the EU, Article 207(1).
32
Please refer to the bibliography for a full list of BITs between Member States of the EU and Singapore.
33
These 12 BITs apply to 13 Member States, as one of the BITs was entered into by the Government of the Kingdom of Belgium,
acting in its own name and on behalf of the Grand-Duchy of Luxemburg, under the Convention establishing the BelgoLuxemburg Economic Union. See the Agreement between the Government of the Republic of Singapore and the BelgoLuxemburg Economic Union on the Promotion and Protection of Investments, signed on 17 November 1978, entered into force
on 27 November 1980, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/411.
29

18

Free Trade Agreement between the EU and the Republic of Singapore – Analysis
(c)

investor-State dispute resolution mechanisms, which may be based on a traditional private
arbitration model, or adopt a more 'judicial-style' model, such as the ICS 34.

2.1.2 Measures determining the scope of the agreement
The scope of a 'traditional' IIA would usually extend to 'investments' made by nationals or companies of
one party which have been admitted in the territory of the other 35. The term 'investment' is generally given
a broad asset-based definition 36, and is rarely explicitly limited to FDI 37. The IIA would usually incorporate
a simple 'legality clause' that investments should be admitted in accordance with the laws and regulations
of the host State in order to be within the scope of the IIA 38, and may also contain more specific procedural
provisions as to the manner in which the investment should have entered the host State in order to be
within the scope of the IIA. For example, many of the Member State BITs contain a provision whereby an
investment made in Singapore will only be covered if it has been specifically approved in writing by the
competent authority designated by the Government of Singapore and upon such conditions imposed by
that authority 39.
One issue that has arisen with the wide definition of investment contained in 'traditional' IIAs is whether
only this definition should be applied, or whether, in addition, an investment should have certain inherent
characteristics in order to qualify for protection. Arbitral Tribunals have not dealt with this issue in a
consistent manner 40. The current text of EUSFTA's investment chapter attempts to resolve this issue by
explicitly stating that, in addition to falling within the broad asset-based definition, an investment should
have 'the characteristics of an investment, including such characteristics as the commitment of capital or other
resources, the expectation of gain or profit, the assumption of risk or a certain duration' 41. CETA uses slightly
different wording, but limits the potential scope of the Agreement in a similar fashion 42.

Not all IIAs include an investor-State dispute resolution mechanism. See, for example, Federal Republic of Germany and
Singapore. Treaty concerning the promotion and reciprocal protection of investments (with protocol and exchanges of letters
Nos. 1, 2 and 3 dated on 26, 27 and 28 September 1973, respectively), signed on 3 October 1973, entered into force on 1 October
1975, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/1413.
35
See, for example, Article 2 of the Agreement between the Government of the Republic of Singapore and the Government of
the Republic of Poland on the Promotion and Protection of Investments signed on 3 June 1993, entered into force on 29
December 1993, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/5056.
36
See, for example, Article 1(a) of the Agreement between the Government of the United Kingdom of Great Britain and Northern
Ireland and the Government of the Republic of Singapore for the Promotion and Protection of Investments, signed and entered
into force on 22 July 1975, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/2261.
37
Some more recent IIAs do attempt to exclude portfolio investments from their scope by stipulating, for example, that
investments in the form of an acquisition of publically traded shares of 10 % or less of a company will not constitute an
investment within the scope of the agreement. See, for example, Article 1 of the Agreement between the Republic of Turkey and
the Government of the Republic of Azerbaijan on the Reciprocal Protection and Promotion of Investments, signed on 25 October
2011, entered into force on 2 May 2013, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/3144.
38
For a discussion of 'legality clauses' see paragraphs 164 – 193 of Metal-Tech Ltd. v. The Republic of Uzbekistan, ICSID Case No.
ARB/10/3, Award, available at https://www.italaw.com/sites/default/files/case-documents/italaw3012.pdf.
39
See, for example, Article 2.1(b) of the Agreement between the Republic of Hungary and the Republic of Singapore on the
Promotion and Protection of Investments, signed on 17 April 1997, entered into force on 1 January 1999, available at
http://investmentpolicyhub.unctad.org/Download/TreatyFile/1546 (hereinafter 'Hungary-Singapore BIT').
40
These considerations are particularly relevant in ICSID cases, where certain Tribunals have considered that the definition of
investment in Article 25 of the Washington Convention has an objective meaning which is autonomous from the definition of an
investment in the relevant IIA. For an example of a case where the treaty definition of investment was followed see paragraphs
61 – 62 of Malaysian Historical Salvors, SDN, BHD v. The Government of Malaysia, ICSID Case No. ARB/05/10, Decision on the
Application for Annulment, available at https://www.italaw.com/sites/default/files/case-documents/ita0497.pdf. For an example
of a case where the tribunal applied an 'inherent characteristics' approach, see paragraphs 50 – 58 of Salini Construttori S.p.A. and
Italstrade S.p.A. v. Kingdom of Morocco, ICSID Case No. ARB/00/4, Decision on Jurisdiction, available at
https://www.italaw.com/sites/default/files/case-documents/ita0738.pdf. It should also be noted that, even where Tribunals have
adopted an inherent characteristics approach, they have rarely been able to agree on what those characteristics are.
41
EUSFTA, Article 9.1.1.
42
CETA, Article 8.1.
34
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Unlike certain Member State BITs, EUSFTA and CETA do not limit the scope of the FTA to investments which
have been admitted in accordance with a certain prescribed procedure 43. However, both Agreements
impose certain limitations by setting out situations in which an investor will not have recourse to make a
claim. In addition, certain substantive measures of treatment (discussed below) will not be applicable in
certain situations under EUSFTA and CETA 44.

2.1.3 Substantive measures of treatment
Generally, IIAs will include a provision that investments within their scope should be treated on a non
discriminatory basis. This may provide that an investment within the scope of the IIA should be treated on
an MFN basis, once it has been admitted 45. Sometimes, they may provide (additionally or alternatively) that
a covered investment should be given 'national treatment' 46.
The current text of EUSFTA's investment chapter provides that both Parties should generally apply a
national treatment standard, but makes exceptions in certain situations 47. Significantly, EUSFTA contains
an exception that a Party can adopt or enforce measures which would otherwise contravene national
standard treatment in certain defined situations, such as where a measure is necessary to protect human,
animal or plant life or health 48. These situations are similar to those contained at GATS Article XIV and GATT
Article XX. There is no similar exception in any of the Member State BITs. The inclusion of this exception
might be seen as a response to the criticism that IIAs may have a chilling effect on regulation49, as it
provides situations in which one Party can discriminate against covered investments of the other on
defined public policy grounds. However, this exception cannot, in any event, be applied in 'a manner which
would constitute a means of arbitrary or unjustifiable discrimination against the covered investors or
investments of the other Party in the territory of a Party, or is a disguised restriction on covered investments.' It
may become highly contentious in individual cases whether a measure has been validly taken under an
exception, or whether it constitutes, for example, a disguised restriction on covered investments. CETA
provides that covered investments should be accorded both MFN treatment and national treatment 50, and
directly applies both GATT Article XX 51 and certain other types of measures resembling those contained at
GATS Article XIV as exceptions to both such standards 52 (with the result that there are a broader range of
exceptions than those contained in the current text of EUSFTA's investment chapter) 53.

EUSFTA, Article 9.2. CETA, Article 8.1.
For example, the national treatment provisions contained at Article 9.3 EUSFTA do not apply to audio-visual services (EUSFTA
Article 9.2.3(b)).
45
See, for example, Article 4 of the Agreement between the Government of the Republic of Singapore and the Government of
the Republic of Slovenia on the Mutual Promotion and Protection of Investments, signed on 25 January 1999, entered into force
on 8 September 2000, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/3535.
46
See, for example, Article 4(1) of the Agreement between the Slovak Republic and the Republic of Singapore on the Promotion
and Reciprocal Protection of Investments, signed on 13 October 2006, entered into force on 6 June 2007, available at
http://investmentpolicyhub.unctad.org/Download/TreatyFile/2257 (hereinafter 'Slovakia-Singapore BIT').
47
EUSFTA, Article 9.3.
48
EUSFTA, Article 9.3.3.
49
In the sense that their presence may dissuade a legislative body from enacting legislation on the basis that it could lead to
claims being made under an IIA.
50
CETA, Articles 8.6 and 8.6.
51
Questions have been raised about the application of an exception similar to that contained in GATT Article XX in the
investment context. K. D. Dickson-Smith, 'Does the EU Have New Clothes?: Understanding the EU's New Investment Treaty
Model', Journal of World Investment & Trade 17(5), 11.10.2016, pp. 773–822. Available at https://ssrn.com/abstract=2859412.
52
CETA, Article 28.3.
53
For example, under CETA, it might be permissible for a Party to apply a measure essential to the distribution of products in
short supply, even if this has a discriminatory effect on a foreign investment, pursuant to Article XX (j) GATT. Of itself, this would
not be permissible under EUSFTA.
43
44
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Most IIAs (including many of the Member State BITs) provide that an investment be accorded 'fair and
equitable treatment' ('FET') 54 and that an investor has a right to repatriate its investment 55.
IIAs also generally provide that, following loss resulting from certain situations such as a revolution or a
riot, an investor should be accorded treatment as regards restitution, indemnification, compensation or
other settlement on an MFN and/or national treatment basis 56, and should be compensated in the event
of expropriation 57.
As currently drafted, EUSFTA provides that covered investments be afforded FET. As problems have arisen
in determining the objective standard of FET 58, EUSFTA adopts a comprehensive list of scenarios in which
the FET standard can be contravened, such as when a fundamental breach of due process has occurred.
CETA adopts a similar list 59, but no similar list is contained in any of the Member State BITs.
Both EUSFTA and CETA generally prohibit restrictions on transfers. Unlike many Member State BITs, both
explicitly state that the provisions relating to transfers cannot be used to prevent a Party from applying
certain laws, such as those relating to bankruptcy or insolvency, in an equitable and non-discriminatory
manner. EUSFTA contains an additional provision that permits a Party to impose safeguard measures
affecting transfers in exceptional circumstances, whereas CETA does not 60.
Both EUSFTA and CETA provide that, following loss resulting from certain situations such as a revolution or
a riot, an investor should be accorded treatment as regards restitution, indemnification, compensation or
other settlement on an MFN and/or national treatment standard, whichever is the most beneficial 61. Both
EUSFTA and CETA contain provisions regarding the payment of compensation following direct or indirect
expropriation 62. Unlike the Member State BITs, there are Annexes clarifying the concept of 'indirect
expropriation'63.
Finally, CETA (but not the current text of EUSFTA's investment chapter) introduces a general 'right to
regulate' provision in the investment chapter at Article 8.9.1, which provides that the State Parties reaffirm

See, for example, Slovakia-Singapore BIT, Article 3.3.
Slovakia-Singapore BIT, Article 7.
56
Slovakia-Singapore BIT, Article 6.
57
Slovakia-Singapore BIT, Article 5.
58
S. Hindelang and C. Sassenrath, The Investment Chapters of the EU's International Trade and Investment Agreements in a
Comparative Perspective, Belgium: EU, 2015, p. 137. Available at
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/534998/EXPO_STU(2015)534998_EN.pdf.
59
A significant difference is that, under EUSFTA, 'a breach of the legitimate expectations of a covered investor arising from specific or
unambiguous representations from a Party so as to induce the investment and which are reasonably relied upon by the covered
investor' is listed as treatment that will contravene FET. EUSFTA, Article 9.4.2(e). In CETA, a similar situation where 'a Party made a
specific representation to an investor to induce a covered investment, that created a legitimate expectation, and upon which the
investor relied in deciding to make or maintain the covered investment, but that the Party subsequently frustrated [CETA, Article
8.10.4]' is something that a tribunal may take into account when determining whether there has been a breach of the FET
standard, but will not of itself constitute a breach of the FET standard.
60
A similar safeguard provision is a feature of certain Member State BITs. See, for example, Slovakia-Singapore BIT, Article 7.2(a).
61
EUSFTA, Article 9.5. CETA, Article 8.11. EUSFTA additionally provides that in certain cases an investor will be entitled to
restitution or compensation instead. Such situations are when a covered investor suffers losses in the territory of the host State,
where the loss results from (i) the requisitioning of its covered investment or a part thereof by the armed forces or authorities of
the host State, or (ii) the destruction of its covered investment or a part thereof by the armed forces or authorities of the host
State, which was not required by the necessity of the situation. As it is unclear whether the reference to compensation in this
context is to some compensation, or full compensation equivalent to the fair market value of the covered investment before its
requisitioning or destruction, it is also unclear whether this affords the investor a better or worse standard of treatment than the
better of MFN or national treatment.
62
EUSFTA, Article 9.6. CETA, Article 8.12.
63
EUSFTA, Annex 9-A. CETA, Annex 8-A.
54
55
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their right to regulate within their territories to achieve legitimate policy objectives 64. Whether this
provision will have a practical application in investment disputes remains to be seen 65.

2.1.4 Investor-State dispute resolution
A 'traditional' IIA would usually state that disputes should be settled, as far as possible, through negotiation,
and that disputes that cannot be settled in this fashion should be referred to an arbitral Tribunal
constituted under the rules of an international organisation such as the International Centre for the
Settlement of Investment Disputes ('ICSID') 66. Generally, this mechanism is based on a private commercial
arbitral model. Occasionally, but not typically, there will be encouragement to use the domestic Courts of
the host State instead 67, or a requirement to exhaust local remedies in the host State first 68.
The respective dispute resolution mechanisms included in the May 2015 text of EUSFTA and CETA contain
a much greater level of detail regarding the dispute resolution process, including innovations that may be
seen as a response to criticisms regarding the private arbitral model adopted by 'traditional' IIAs69. At the
time of writing it was understood that the investor-State dispute resolution mechanism contained in the
original Chapter 9 of EUSFTA was to be replaced by an ICS mechanism. As a result, we have not
undertaken a detailed comparison of the dispute resolution measures contained in the original text
of EUSFTA with those of CETA, and the below analysis is liable to change depending on the final text
that is adopted 70. Nonetheless it is possible to group the innovations contained in EUSFTA and CETA into
the following broad categories:
(a) Transparency: Typically, investor-State proceedings may preserve a high level of confidentiality 71.
However, Annex 9-G of EUSFTA ensures that there would be a minimum level of transparency in
all EUSFTA investor-State proceedings. For example, there are general requirements that a number
of documents in the proceedings – for example the pleadings of the parties – should be made
publically available 72, and that hearings should be open to the public 73. However, these provisions
are balanced by provisions guarding confidential or protected information from publication74.
CETA incorporates the UNCITRAL Transparency Rules 75, and provides that certain additional
EUSFTA, Article 8.9.1.
For example, is it unclear whether a State Party to a dispute could successfully use this provision to justify discriminatory
treatment outside of one of the defined exceptions contained at CETA, Article 28.3.
66
See, for example, Hungary-Singapore BIT, Article 12.
67
See Article 11.2 of the Agreement between the Government of the Republic of Singapore and the Government of the Republic
of Bulgaria on the Mutual Promotion and Protection of Investments, signed on 15 September 2003, entered into force on
10 February 2006, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/4891.
68
See Article XI of the Agreement on economic cooperation between the Government of the Kingdom of the Netherlands and
the Government of the Republic of Singapore, signed on 16 May 1972, entered into force on 7 September 1973, available at
http://investmentpolicyhub.unctad.org/Download/TreatyFile/2079.
69
For an overview of the debate surrounding the use of investor-State dispute resolution mechanisms in IIAs, see S. Lester, The
ISDS controversy: How we got here and where next, International Centre for Trade and Sustainable Development, 2016. Available at
https://www.ictsd.org/opinion/the-isds-controversy-how-we-got-here-and-where-next.
70
For a recent study analysing the investor-State dispute resolution mechanisms contained in comprehensive free trade
agreements which the EU has negotiated or is negotiating, please refer to S. Hindelang and T. Hagemeyer, In Pursuit of an
International Investment Court: Recently negotiated investment chapters in EU Comprehensive FTA in comparative perspective,
Belgium: EU, 2017. Available at:
http://www.europarl.europa.eu/thinktank/en/document.html?reference=EXPO_STU%282017%29603844 (hereinafter,
Hindelang and Hagemeyer, In Pursuit of an International Investment Court).
71
For example, under Rule 48(4) of ICSID Rules of Procedure for Arbitration Proceedings an award cannot be published without
the consent of the parties.
72
EUSFTA, Annex 9-G, Article 1.
73
EUSFTA, Annex 9-G, Article 2.
74
EUSFTA, Annex 9-G, Article 4.
75
UNCITRAL, UNCITRAL Rules on Transparency in Treaty-based Investor-State Arbitration, 2014. Available at
http://www.uncitral.org/pdf/english/texts/arbitration/rules-on-transparency/Rules-on-Transparency-E.pdf (hereinafter
'UNCITRAL Transparency Rules').
64
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documents, such as exhibits to expert reports and witness statements, should be made publically
available 76. The effect is that CETA requires publication of a wider range of documents than the
current text of EUSFTA's investment chapter, but still contains provisions guarding confidential or
protected information from publication. CETA also contains a provision, not currently found in
EUSFTA, that third party funding received by one disputing party should be disclosed to the other
disputing party and the Tribunal 77.
(b) Access to proceedings: The current text of EUSFTA's investment chapter contains provisions that
allow (i) the non-disputing State Party 78 and other third parties to make submissions 79 (which may
also be categorised as transparency measures), and (ii) one provision that relates to the ability of
SMEs to bring claims80. CETA contains similar provisions allowing the non-disputing State-Party 81
and other third parties 82 to make submissions, and contains additional provisions relating to
SMEs 83. It has been noted that the provisions relating to SMEs may not have the effect of providing
SMEs equitable access to investor-State dispute resolution when compared to larger companies 84.
(c) Procedural standards: One common criticism of investor-State dispute resolution mechanisms is
that the arbitrators to any given dispute may have a conflict of interest 85 because, amongst other
things, the parties typically have control over the appointment process, and therefore it is
perceived that arbitrators could favour the party which appointed them in order to win repeat
lucrative appointments 86. The investor-State dispute resolution process has also been criticised for
adopting inconsistent and/or erroneous outcomes because it is not bound by precedent and there
is little opportunity to challenge an award 87. Both EUSFTA and CETA address these issues. For
example, both Agreements require the relevant committees 88 to establish a list of 15 arbitrators to
hear claims pursuant to the relevant Agreement. However, the current text of EUSFTA's investment
chapter does not require that any of the 'list' arbitrators be used in a dispute, thereby largely
preserving the traditional model of party choice over arbitrators89. CETA adopts a more judicial
CETA, Article 8.36.3.
CETA, Article 8.26.1.
78
EUSFTA, Article 9.23. The non-disputing State Party has a right to make written or oral submissions on issues of treaty
interpretation.
79
EUSFTA, Annex 9-G, Article 3. The right of a third party which is not the non-disputing State Party to make a written submission
is not automatic, but must be approved by the Tribunal.
80
EUSFTA, Article 9.16.3. This provides that where the claimant is, or is claiming on behalf of, a SME, the respondent should give
sympathetic consideration to a request by the claimant that a sole arbitrator should hear the case.
81
CETA, Article 8.38.
82
These are provided for at Article 5 of the UNCITRAL Transparency Rules which are incorporated into CETA pursuant to Article
8.36.1.
83
For example, CETA Article 8.19.3 provides that consultations may be held through videoconference where appropriate, for
example where the investor is a SME.
84
S. Hindelang and T. Hagemeyer, In Pursuit of an International Investment Court, p. 22.
85
A summary of such criticisms is contained at A. J. VanDuzer, 'Investor-state Dispute Settlement in CETA: Is it the Gold Standard',
C.D. Howe Institute Commentary No 459; Ottawa Faculty of Law Working Paper No 2016-44, p. 4. Available at
https://www.cdhowe.org/public-policy-research/investor-state-dispute-settlement-ceta-it-gold-standard.
86
Many BITs make express provision for this: see, for example, Article 10.2 the Slovakia-Singapore BIT. In any event, the parties
control over the appointment process would usually be set out in relevant arbitral rules. See, for example Article 37 of the ICSID
Convention, Regulations and Rules (April 2006), available at
https://icsid.worldbank.org/en/Documents/resources/2006%20CRR_English-final.pdf.
87
United Nations Conference on Trade and Development, Investor-State Dispute Settlement: A Sequel, 2014, pp. 26-27. Available at
http://unctad.org/en/PublicationsLibrary/diaeia2013d2_en.pdf.
88
In the context of EUSFTA, the Committee on Trade in Services, Investment and Government Procurement, and in the context of
CETA, the CETA Joint Committee.
89
EUSFTA, Chapter 9.18. There is only a requirement to appoint a 'list' arbitrator in a situation where the parties cannot agree on
the identity of the third arbitrator (assuming that both parties appoint their own arbitrator). It appears odd that the Trade
Committee is required to draw up a list of 15 arbitrators, yet, in respect of ten of the 15 arbitrators, they may only be appointed in
a situation where a party to a dispute does not appoint its own choice of arbitrator (as each party to a dispute may appoint one
'non-list' arbitrator, assuming that a dispute is not being heard by a sole arbitrator).
76
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model, requiring that only 'list' arbitrators hear disputes, and that the parties have no control over
which 'list' arbitrator(s) are appointed to a particular dispute 90. In addition, whilst EUSFTA does not
currently contain any provision on the appeal of awards, CETA introduces an appeal mechanism.
Both Agreements also introduce (not necessarily identical) provisions relating to ethical
standards 91, the standard of arbitrators 92, costs 93, the consolidation of claims 94, the avoidance of
parallel proceedings 95, and the Parties' ability to make determinations as to the interpretation of
the investment chapters on a joint basis 96. These provisions are not typically contained in IIAs, and
might enhance procedural standards, and lead to greater consistency of awards.
(d) Expeditious resolution: investor-State proceedings are often lengthy 97. In addition, IIAs do not
generally include a prescription/limitation period within which a claim must be brought 98. EUSFTA
and CETA contain innovative provisions aimed at limiting the period in which proceedings should
be brought and in which they should be resolved. The current text of EUSFTA's investment chapter
includes prescription/limitation periods, although, unlike CETA, it does not introduce a general
'long-stop' prescription/limitation period 99. Both Agreements also require the claimant to
determine the scope of its claim at an early stage 100, which may help focus issues in dispute, and
allow for the respondent to challenge the claim at an early stage, because they consider it to be
manifestly without legal merit or unfounded as a matter of law 101. In addition, CETA, but not
currently EUSFTA, determines that a final award should be made within 24 months from the date
on which the claim was submitted 102.
(e) Applicable law: CETA introduces provisions whereby the Tribunal should not have jurisdiction to
determine the legality of a measure taken by the host State under the domestic law of the host
State, and is required to follow the prevailing interpretation given to the host State's law by the

CETA, Chapter 8.27. Arbitrators (referred to in CETA as Members of the Tribunal) are appointed to a particular case on a
'random and unpredictable' basis.
91
EUSFTA, Article 9.18.7 and Annex 9-F. CETA, Article 8.30 and Annex 29-B.
92
EUSFTA, Article 9.18.6. CETA, Article 8.27.4.
93
EUSFTA, Article 9.26. CETA, Article 8.39.5.
94
EUSFTA, Article 9.29. CETA, Article 8.43.
95
EUSFTA, Article 9.17(f)-(h). CETA, Article 8.22.1(f)-(g).
96
EUSFTA, Article 9.30.2. CETA, Article 8.44.3.
97
One study, analysing 221 investor-State cases, found that the average duration was three years, eight months. Allen & Overy,
Investment Treaty Arbitration: How much does it cost? How long does it take?, 2014. Available at
http://www.allenovery.com/publications/en-gb/Pages/Investment-Treaty-Arbitration-How-much-does-it-cost-How-long-does
it-take-.aspx.
98
Some BITs do include a limitation/prescription period. See, for example, Article 9.7 of the Agreement between the Government
of the People's Republic of China and the Government of the Republic of Korea on the Promotion and Protection of Investments,
signed on 7 September 2007, entered into force on 1 December 2007, available at
http://investmentpolicyhub.unctad.org/Download/TreatyFile/3338.
99
Under CETA all claims must, in any event, be brought no later than a 'long-stop' date of 10 years after the date on which the
investor or, as applicable, the locally established enterprise, first acquired or should have first acquired knowledge of the alleged
breach and knowledge that the investor had incurred loss or damage thereby (Article 8.19.6(b)). In contrast, under EUSFTA, a
claimant could theoretically bring a claim more than 10 years after the date on which it became or should have become aware of
treatment alleged to breach the substantive investment protection provisions of EUSFTA, provided that it submits a claim within
one year of the date of exhaustion or withdrawal of local remedies (Article 9.13.3(b)).
100
EUSFTA, Article 9.17 requires that the legal and factual basis of the dispute must have been subject to prior consultation and
that all the claims identified in the Submission of Claim to Arbitration and are based on treatment identified in its Notice of Intent
to Arbitrate. CETA, Article 8.22 requires that a claim cannot identify a measure that was not identified in the claimant's request for
consultations.
101
EUSFTA, Articles 9.20 and 9.21. CETA, Articles 8.32 and 8.33. Some mechanisms to determine unmeritious claims at an early
stage already exist in investor-State dispute resolution practice, such as that contained at Rule 41(5) of the ICSID Rules of
Procedure for Arbitration Proceedings, but they are not commonly contained in IIAs.
102
CETA, Article 8.39.7.
90
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Courts or authorities of that State 103. No equivalent provision is contained in the current text of
EUSFTA's investment chapter.

2.2

Establishment 104

As noted in the Introduction, EUSFTA adopts a 'positive list' approach to market access for the
establishment of companies, branches and representative offices by an investor of one party within the
territory of the other party 105. There are also a number of sectors, for example audio-visual services, which
are generally exempted from the provisions on establishment106. EUSFTA effectively applies the provisions
contained in Article XVI GATS to the sectors in which establishment commitments have been made in the
Agreement 107. Article 8.11 of EUSFTA provides that, subject to any conditions or qualifications set out in its
Schedule of Specific Commitments, a Party should provide national treatment to investors of the other
Party in the context of establishment. EUSFTA also adopts a 'standstill clause' 108.
The establishment provisions in EUKFTA are broadly similar to those contained in EUSFTA. Significantly,
however, EUKFTA generally provides for MFN treatment in the context of establishment109. This means that
where EUSFTA and CETA provide higher standards of market access for establishment than those
contained in EUKFTA, such higher standards should also be applied in the context of EUKFTA.
CETA takes a different approach to EUSFTA and EUKFTA in that it adopts a 'negative list' approach 110. In
addition, CETA contains additional provisions that are not contained in either EUSFTA or EUKFTA.
Significantly, it provides a list of 'public-interest' examples where a breach of the Article XVI GATS
provisions would not take place for the sectors which CETA liberalises between the Parties, for example,
measures seeking to ensure the conservation and protection of natural resources 111.
It should be noted that the establishment provisions contained in all three Agreements cannot be
enforced through investor-State dispute resolution mechanisms112.

CETA, Article 8.31.2.
Establishment is defined at EUSFTA, Article 8.8(d) as covering the constitution, acquisition or maintenance of a juridical
person, or the creation or maintenance of a branch or representative office.
105
EUSFTA, Article 8.10.
106
EUSFTA, Article 8.9.
107
Article XVI GATS sets out that a WTO Member cannot impose certain defined types of limitations on market access in sectors
in which it has made market access commitments unless such limitations are specified in its Schedule. An example of a defined
limitation prohibited in such circumstances is limitations on the number of services suppliers whether in the form of numerical
quotas, monopolies, exclusive service suppliers or the requirement of an economic needs test.
108
EUSFTA, Article 8.12.2. For a further explanation of 'standstill' clauses, please see European Commission, Services and
Investment in EU Trade Deals: Using 'positive' and 'negative' lists, 2016. Available at
http://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154427.pdf.
109
EUKFTA, Article 7.14. There are certain exceptions, for example in certain standards of treatment arising from a regional
economic integration agreement.
110
European Commission, Services and Investment in EU Trade Deals: Using 'positive' and 'negative' lists, 2016. A 'negative list'
approach means that all sectors are open to Canadian establishments in the EU and vice versa, unless a specific reservation has
been made.
111
CETA, Article 8.4.2.
112
EUSFTA, Article 9.11.1. EUKFTA does not contain an investor-State dispute resolution mechanism. CETA, Article 8.18.1.
103
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2.3

Public procurement

Public procurement gives rise to an international trade flow of significant value 113, but has nevertheless
been excluded from the application of WTO multilateral trade rules114. This gap has been filled to some
extent by the GPA, which commits its signatories to a relatively robust framework for public procurement,
particularly following the extension of the GPA market access commitments in 2012 115. Nevertheless, gaps
in the framework remain.

2.3.1 Market access
The GPA sets out coverage commitments with regard to each Party in its Appendix, which determines what
is deemed to be 'covered procurement' 116. Generally, Chapter 10 EUSFTA transposes the principles and
procedural rules of the GPA, whilst further extending the coverage commitments in respect of entities,
goods and services of both the EU and Singapore vis-à-vis each other. The procurement chapters in other
new-generation FTAs, CETA and EUKFTA, also follow a similar 'GPA+' approach to liberalising
procurement 117.
Significant extensions of coverage introduced by EUSFTA include:
(a) The thresholds set for Singapore are lower than those used in the GPA, having been reduced from
SDR 130 000 to SDR 50 000 for covered goods and services at central government level 118.
(b) The EU has increased market access to additional central government entities, whilst both the EU
and Singapore extend coverage to additional contracting entities and the utility markets.

113
For example, in 2004 the EU’s procurement market was worth over EUR 1500 billion (over 16 % of total EU GDP) and grew to
over EUR 2150 billion in 2008. See: World Bank Group, Benchmarking Public Procurement, 2016. Available at:
http://bpp.worldbank.org/~/media/WBG/BPP/Documents/Reports/BenchmarkingPublic-Procurement-2016.pdf). In 2010 the
total value of advertised tenders in the EU was worth approximately EUR 425 billion, with Singaporean contracts covered by the
GPA equating to almost EUR 3.5 billion, and the general Singaporean procurement market estimated to be worth EUR 5
EUR 8 billion annually See: European Commission, The Economic Impact of the EU–Singapore Free Trade Agreement, Luxembourg:
Publications Office of the EU, 2013. Available at: http://trade.ec.europa.eu/doclib/docs/2013/september/tradoc_151724.pdf).
114
See GATT Article III:8a which disapplies the application of the laws of Article III regarding national treatment in respect of
government procurement and permits WTO Parties to prefer domestic suppliers. More recently, Article XIII.1 of GATS has
mirrored this.
115
A revised GPA came into force in April 2014 following the most recent round of negotiations which led to its agreement in
2012, superseding the original Agreement (the 'GPA 1994'). Extensions in coverage included, for example, expanded access to
central level entities by the EU and US, including important US federal agencies; Canada offered access to some procurement
contracts in its provinces and territories, and South Korea provided access to railway and urban transport procurement. As
plurilateral agreements, the GPA 1994 and GPA 2012 depend on optional, specific accession by WTO Parties and remain in force
alongside one another. As of November 2017, Parties that have acceded to the latest GPA include: Armenia, Canada, the EU with
regard to its 28 member States, Hong Kong, Iceland, Israel, Japan, the Republic of Korea, Liechtenstein, the Republic of Moldova,
Montenegro, Netherlands with respect to Aruba, New Zealand, Singapore, Chinese Taipei, Ukraine and the United States.
116
Entity coverage is set out in the Annexes 1-3 of a Party's GPA Appendix which form an integral part of the GPA. The Annexes
specify the central and sub-central government entities as well as other entities, such as public utilities, that each Party has
committed to complying with the GPA. The Annexes also specify the minimum threshold values above which a procurement is
covered by the Agreement. As a general rule, all goods are covered by the GPA, while Annexes 4 and 5 specify each Party's
covered services and construction services respectively. Appendix I also includes Notes and General Notes qualifying the
coverage accorded under the Agreement. See: World Trade Organisation, Government Procurement: The Plurilateral Agreement
On Government Procurement – Appendices and Annexes, available at:
https://www.wto.org/english/tratop_e/gproc_e/appendices_e.htm.
117
EUKFTA Chapter 9 and CETA Chapter 19 respectively. Despite EUKFTA pre-dating the revised 2012 GPA, the Parties agreed to
apply the revised text of the GPA.
118
For the EU only: SDR 130 000 for goods and services at central government level, and SDR 200 000 for goods and services at
sub-central level. For both Parties: SDR 5 000 000 for works/construction at central government level; SDR 400 000 for goods and
services for utilities and other entities, and SDR 5 000,000 for works/construction for utilities and other entity level. The remaining
thresholds remain as per the GPA for both Parties.
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Singapore has also increased access to services, including for example, the financial services
sector 119.
(c) Under the GPA, the EU grants coverage for public works concessions, a form of public-private
partnership ('PPP'), awarded by covered central or sub-central government entities, to only six
States 120. Under EUSFTA, both Parties provide access to PPP arrangements with no restriction on
which types of contracting entity are covered 121. Singapore also explicitly secures the possibility
for EU companies to participate in significant tendering opportunities by ensuring access to PPP
arrangements, including build-operate-transfer ('BOT') contracts, a potentially lucrative area in
which EU companies have considerable experience 122. By contrast, the EU only grants to South
Korean suppliers the right to bid on PPP contracts worth over SDR 15 000 000 when awarded by
central and sub-central government entities 123.
Given that the GPA affords relatively broad reciprocal cover between the EU and Singapore, EUSFTA, whilst
extending coverage beyond that set out in the GPA to a degree is not likely to result in an increase in market
access opportunities for entities to the extent of CETA, which saw Canada for the first time extend its
commitments to include the 'MASH sector'124 and remove the exemptions set out in the GPA in respect of
a number of provinces 125. EUKFTA meanwhile may be seen as less successful than both EUSFTA and CETA,
because the Agreement simply sets out the scope of market access by reference to the respective Annexes
in the GPA with no change in the covered sectors 126.

2.3.2 Principles
Public procurement policy is excluded from the basic multilateral WTO principle of non-discrimination 127,
and whilst the GPA itself includes non-discrimination provisions, including national treatment and MFN,
MFN is frequently qualified by the GPA Parties' Appendix coverage commitments 128. EUSFTA, along with
CETA, provides for unqualified MFN treatment and national treatment for suppliers of the other Party129.
EUKFTA, on the other hand, incorporates the GPA by reference, with the inclusion of some additional
EUSFTA, Chapter 10, Annexes 10-A to 10-E. For example, Singapore opened up several additional procuring entities including
Civil Aviation Authority of Singapore, Jurong Town Corporation and the Public Transport Council. The EU adds a number of
French central government entities, including the Présidence de la République, Sénat and Conseil d'État.
120
GPA, EU Annex 6.2. Those nations are: Iceland, Liechtenstein, Norway, Aruba and Switzerland (provided the contract value
equals or exceeds SDR 5 000 000) and more recently Korea (provided the contract value equals or exceeds SDR 15 000 000).
121
EUSFTA, Chapter 10, Annex 10-I set out the possible types of PPP arrangements, with the scope of coverage set out under
Chapter 10, Article 10.2.
122
EUSFTA, Chapter 10, Annex 10-I.
123
EUKFTA, Annex 9, Article 3.
124
Comprising its municipalities, municipal organisations, school boards and publicly funded academic, health and social service
entities, the MASH sectors have not previously been included in any Canadian trade agreements and whilst certain thresholds
remain to address provincial interests, it is seen as a significant win for the EU in terms of access. See European Commission, CETA
– Summary of the Final Negotiating Results, 2016. https://trade.ec.europa.eu/doclib/docs/2014/december/tradoc_152982.pdf.
125
GPA, Canada, Annex 2 and CETA, Annex 19-2. For example Newfoundland and Labrador, Nova Scotia and Nunavut which were
all excluded in respect of procurement of goods, services or construction services purchases for the benefit of school boards,
publicly-funded academic institutions, social services entities, or hospitals.
126
EUKFTA, Article 9.2. It is worth noting that BOT contracts and works concessions over SDR 15 000 000 were included in the
GPA on a reciprocal basis for the EU and Korea. These projects under EUKFTA are set out in a separate BOT Contracts and Public
Works Concession Annex.
127
See footnote 114 above and further Article XIII:1 GATS which provides that government procurement of services is subject
neither to the MFN requirement of the GATS (Article II) nor to specific commitments on market access (Article XVI) and national
treatment (Article XVII). WTO Members are consequently not subject to any obligations on market access or non-discrimination
in the field of government procurement of services under the GATS at this time. See World Trade Organisation, Overview of WTO
work on government procurement. Available at: https://www.wto.org/english/tratop_e/gproc_e/overview_e.htm.
128
For an example of where the MFN principle has been derogated from in favour of strict reciprocity, leading to bilateral
exclusions see: GPA, Korea, Annex 7, General Notes whereby Korea qualifies the scope of coverage of their obligations, and
excludes countries, including European Member States, from the award of contracts by Korea Railroad Corporate and the Korea
Rail Network Authority until they give comparable access.
129
EUSFTA, Article 10.4.1 and CETA, Article 19.4.1 respectively.
119
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clauses and carve outs in respect of each Parties' obligations under EUKFTA. One such carve out is the most
favoured treatment principle, which expressly does not apply to covered procurement under EUKFTA 130.
The EU and South Korea will, however, remain bound by the principle by virtue of the GPA, subject to any
derogations in their respective GPA Appendices.

2.3.3 Dispute resolution
The GPA contains general WTO State-to-State dispute settlement provisions, and makes available to
suppliers domestic bid review provisions 131. EUSFTA, EUKFTA and CETA establish dispute resolution
procedures that mirror those in the GPA132. The requirement to provide for domestic bid review ensures
that suppliers will gain direct challenge rights for covered procurements 133. To date, only three disputes
between GPA State Parties have been brought to the WTO under the Dispute Settlement Understanding134.
Moving forward, it remains to be seen whether the inclusion of dispute settlement mechanisms, whether
State-to-State or domestic challenges, will provide a genuine path to bringing claims for alleged
infringements on public procurement.

2.3.4 Conclusion
Public procurement clearly poses challenges on ‘liberalisation’ 135. Whilst the GPA contains substantial
transparency and non-discrimination rules designed to liberalise and enhance the market, it is likely that
further significant progress will not be without difficulty, whether bilaterally or plurilaterally. Nevertheless,
as outlined above, there are several areas in which Singapore and the EU have made modest expansions
in their respective procurement commitments and the results of such efforts will be seen in the coming
years.

2.4

Intellectual Property

EUSFTA adopts a 'WTO+' approach to IP, building on TRIPS 136. Significantly, EUSFTA includes enhanced
protection for GIs. EUKFTA and CETA adopt a similar 'WTO+' approach, although there are differences
between the three Agreements on GIs, reflecting the sensitivity of this issue in international trade
negotiations.
Chapter 11 of EUSFTA contains provisions on copyright, trademarks, GIs, designs, patents, test data and
plant varieties, as well as provisions on civil enforcement, border measures and cooperation.

EUKFTA, Article 9.1.4a.
Article XX of the revised GPA confirms that the WTO's Understanding on Rules and Procedures Governing the Settlement of
Disputes ('DSU') applies to disputes under the GPA. Any GPA Party may initiate proceedings against another Party in
circumstances where it believes the other Party to be in violation of its obligations under the Agreement. Three disputes
between Parties under the GPA have been brought to the WTO. The revised GPA further requires in Article XVIII that all Parties
should establish domestic review systems which permit suppliers to challenge breaches of the GPA and/or national legislation
giving effect to the Agreement. The GPA does not impose the same system of domestic bid review on all Parties, but it requires
all Parties to have such a system and stipulates minimum standards. For example, the domestic bid review procedures may be
administrative or judicial reviews and must provide for remedies, including the setting aside of a contract award decisions and
costs.
132
EUSFTA, Article 10.17 and CETA, Article 19.1 set out domestic bid review. EUKFTA incorporates the GPA provisions by virtue of
Article 9.1.4. For general dispute settlement, see EUSFTA Chapter 15, CETA Chapter 29 and EUKFTA Chapter 14.
133
See EUSFTA, Article 10.17, EUKFTA, Article 9.1.4and CETA, Article 19.1.
134
For an outline of the procurement State-to-State disputes, and disputes initiated under the GPA see World Trade Organisation,
Dispute Settlement. Available at: https://www.wto.org/english/tratop_e/gproc_e/disput_e.htm#gpadisputes.
135
Despite extensive cross-border EU legislation, cross-border provision of public contracts within the EU itself remains very low
at only 1.5 % of total contracts or under 4 % by value in 2009. See: European Parliament, Public Procurement in International Trade,
2012. Available at: http://www.europarl.europa.eu/RegData/etudes/etudes/join/2012/457123/EXPO
INTA_ET(2012)457123_EN.pdf.
136
World Trade Organisation, Agreement on Trade-Related Aspects of Intellectual Property Rights (as amended on 23 January 2017),
2017 (hereinafter 'TRIPS Agreement'). Available at https://www.wto.org/English/docs_e/legal_e/31bis_trips_01_e.htm.
130
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In certain cases, EUSFTA binds Parties to maintain national laws already in force that go beyond provisions
in TRIPS. For example, Article 11.5.1 EUSFTA provides that the Parties should provide copyright protection
of 70 years from the death of an author. Under TRIPS, the equivalent minimum term is 50 years 137. Both
Parties already provide for copyright protection of this duration under their respective laws138. There is also
provision in all three Agreements for border measures going beyond those contained in TRIPS 139.
In addition, EUSFTA also binds the Parties to new commitments which do not form part of TRIPS. For
example, Article 11.31 EUSFTA provides that the period of patent protection for pharmaceutical products
may be extended for up to five years. CETA and EUKFTA contain a similar provision 140. EUSFTA also contains
a number of other additional provisions such as those relating to the right to a single equitable
remuneration for producers of phonograms 141, the protection of technological measures 142, and the
liability of intermediary service provides for copyright infringement 143. Similar examples may be found in
EUKFTA and CETA144.
Potentially, the most significant aspect of the IP chapter is its provisions on GIs. The introduction of such
provisions is consistent with a general external EU strategy to afford better protection for EU GI products
that may be seen in a large number of EU agreements.
Certain provisions on GIs are contained in TRIPS, but their scope is limited 145. EUSFTA creates a system
whereby certain defined products 146 may be given a higher standard of protection 147, and, crucially,
provides that the protection of those products are actively policed in the territory of the other 148. In a sense,
the GI provisions are 'one-sided' as Singapore does not maintain a register of domestic GIs, and therefore
the specified products to be given additional protection under EUSFTA are currently all EU products.
EUKFTA and CETA also have provisions on GIs. However, differences exist between the three Agreements
in relation to the scope of protection offered 149 and the range of products protected. Generally speaking,
EUKFTA can be said to be the most comprehensive of the three Agreements 150, which is likely to be a
reflection of the fact that it is the only Agreement of the three in which products of the other Party are
Article 7(1) of the Berne Convention for the Protection of Literary and Artistic Works (1971 version), Articles 1 through 21 of
which WTO Members are required to comply with pursuant to Article 9(1) of the TRIPS Agreement.
138
In the EU, Article 1(1) of Directive 2006/116/EC of the European Parliament and of the Council of 12 December 2006 on the
term of protection of copyright and certain related rights (consolidated version) available at http://eur-lex.europa.eu/legal
content/EN/TXT/?qid=1510740888825&uri=CELEX:02006L0116-20111031. In Singapore, Section 28(2) of the Copyright Act,
available at http://statutes.agc.gov.sg/aol/search/display/view.w3p;page=0;query=DocId%3Ae20124e1-6616-4dc5-865f
c83553293ed3%20Depth%3A0%20Status%3Ainforce;rec=0.
139
For example, Article 51 of the TRIPS Agreement requires WTO Members to adopt procedures enabling a rights holder to apply
for action to be taken in respect of counterfeit trademark or pirated copyright goods. EUSFTA, Article 11.49.1, EUKFTA, Article
10.67.1 (to be read in conjunction with EUKFTA, footnote (76)) and CETA, Article 20.44 (to be read in conjunction with CETA,
Article 20.43.2) extend the ability to make applications in respect of counterfeit GI goods.
140
EUKFTA, Article 10.35. CETA, Article 20.27.
141
EUSFTA, Article 11.6.
142
EUSFTA, Article 11.9.
143
EUSFTA, Article 11.47.
144
For example, both Agreements contain provisions on the liability of intermediary service providers for copyright infringement.
EUKFTA, Articles 10.62 – 10.66. CETA, Article 20.11.
145
TRIPS Agreement, Articles 22 – 24.
146
See the list of products contained in EUSFTA, Annex 11-A, which will be given additional protection when they become listed
at EUSFTA, Annex 11-B following a decision of the Trade Committee following the procedure outlined at EUSFTA, Article 11.17.3.
147
For example, EUSFTA, Article 11.19.3 provides that in respect of GIs for agricultural products and foodstuffs listed in EUSFTA,
Annex 11-B, interested parties should be given the legal means to prevent the use of a GI identifying a good for a like good not
originating in the place indicated by the GI in question, even where the 'infringing' good indicates the true origin of the good. No
equivalent protection in respect of agricultural products and foodstuffs exists at Article 22 of the TRIPS Agreement.
148
See footnote 139 above.
149
For example, EUSFTA, Articles 11.22.5 – 11.22.6 and CETA, Article 20.21.7 provide 'common use' exceptions, whereas no
equivalent exception may be found in EUKFTA.
150
Because, for example, EUSFTA has a 'common use' exception, and CETA does not give any additional protection to any wine or
spirit.
137
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currently due to receive enhanced protection in the EU. However, of the three Agreements, EUSFTA
protects the most EU GIs 151.

2.5

Competition and Related Matters

Chapter 12 sets out the provisions that relate to competition policy. These provisions are meant to
highlight that both Parties can fully benefit from trade liberalisation only if market operators are acting on
a level playing field and in full compliance with competition rules.
EUSFTA includes a set of basic rules on horizontal and vertical agreements, abuse of dominance and
mergers. Given that both the EU and Singapore 152 have their own competition rules in place, this chapter
intends to go further by committing both Parties to enforcing their own rules in a transparent and non
discriminatory manner and in line with procedural fairness.
EUSFTA explicitly allows for public undertakings with special or exclusive rights to maintain State
monopolies. EUSFTA includes also a set of provisions on subsidies. EUSFTA's section on subsidies builds on
the SCM Agreement, to which it cross-refers. For example, Article 12.7 EUSFTA incorporates Article 3 of the
SCM Agreement but goes beyond Article 3 of the SCM Agreement by listing two new categories of
subsidies which are deemed to be prohibited per se, apart from in limited circumstances 153. EUSFTA also
requires the Parties to notify each other every two years in relation to the recipient, legal basis, form and
amount of any subsidy granted 154. However, EUSFTA does not establish a pre-notification or standstill
obligation as is the case under EU State aid law (Article 108(3) TFEU).
Notably, the chapter on competition law remains unenforceable with the exception of subsidies, which are
subject to the trade remedies or dispute settlement proceedings under the WTO Agreement 155. In addition,
prohibited subsidies as defined in Article 12.7 EUSFTA can be subject to the dispute settlement provisions
of Chapter 15 EUSFTA 156. EUSFTA includes, finally, a framework for consultations between the EU and
Singapore, information exchange, cooperation and coordination in the context of public competition law
enforcement.
Overall, the approach taken to competition law matters in EUSFTA is similar to that included in EUKFTA and
CETA. Between EUSFTA and CETA there are two minor differences only. First, CETA's framework for
consultations applies only to subsidies, including on subsidies to agricultural goods and fisheries products.
In case of EUSFTA and EUKFTA the consultations apply to the interpretation or application of competition
law matters 157. Second, CETA reaffirms that the EU and Canada will continue to cooperate in international
competition law enforcement by virtue of the 1999 Agreement. No similar provision is contained in EUSFTA
or EUKFTA.

EUSFTA lists 196 EU GIs, whereas EUKFTA lists 162 and CETA 171.
Singapore Competition Act was enacted in 2004.
153
Such circumstances are set out in EUSFTA, Articles 12.7(2) - (4).
154
EUSFTA, Article 12.9.
155
EUSFTA, Article 12.6.
156
EUSFTA, Article 12.14.
157
Presumably this is because the Agreement between the EU and Canada regarding the application of their Competition Laws
of 17 June 1999 (the '1999 Agreement') includes a framework for consultations between the Parties.
151
152
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2.6

Trade and Sustainable Development

Chapter 13 includes comprehensive provisions on trade and sustainable development. Its primary purpose
is to prevent a regulatory 'race to the bottom' by committing both Parties to domestic levels of
environmental and labour protection consistent with international standards and agreements.
EUSFTA's chapter on trade and sustainable development is three-fold. The first aspect concerns labour
rights. EUSFTA does not intend to harmonise the Parties' labour standards, and the Parties maintain the
right to establish their own levels of labour protection 158. Further, the Parties commit to effectively
implementing the ILO Conventions on Fundamental Principles and Rights at Work which both Singapore
and the EU Member States have already ratified, and to strive to ratify the remaining fundamental ILO
Conventions 159. Once ratification is completed, the Parties shall exchange information in this regard.
Notably, the Parties have explicitly agreed to the freedom of association and collective bargaining, the
elimination of forced or compulsory labour, the abolition of child labour and the elimination of
discrimination in respect of employment and occupation 160.
The second aspect concerns environmental standards. As with the provisions on labour rights, EUSFTA
prescribes commitments to domestic levels of environmental protection consistent with core international
standards and multilateral agreements to which both the individual EU Member States and Singapore are
parties. EUSFTA includes also specific provisions on the sustainable management of forests and fish stocks
– issues with particular relevance to Singapore.
The third aspect concerns the effective contribution of trade and investment to sustainable development
through corporate responsibility and accountability practices and the promotion of vital green
technologies.
EUSFTA's provisions on trade and sustainable development remain unenforceable in the sense that no
sanction mechanisms are provided for under this chapter. EUSFTA provides, though, for government
consultations and the handling of disputes by an ad-hoc third-party arbitration panel 161. EUSFTA also sets
out a strong institutional structure of committees and working groups for effective cooperation,
implementation and monitoring of this chapter 162, as well as consultations with civil society. In particular,
the Parties have agreed to consultations and dialogue with independent stakeholders representing a
range of interests, including employers, workers, environmental interests and business groups. Finally,
EUSFTA includes a review clause of the provisions of this chapter, presumably included with a view to the
effective enforceability of the relevant provisions on trade and sustainable development.
Overall, the approach taken to trade and sustainable development in EUSFTA is similar to that included in
EUKFTA and CETA. A few minor differences are noted below:

The same applies to environmental standards and levels of protection, see EUSFTA, Articles 13.1(4) and 13.2.
Specific reference is made to the following fundamental ILO Conventions which Singapore has still to ratify: Convention 87
Freedom of Association and Protection of the Right to Organise Convention, 1948, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312232, Convention 105
Abolition of Forced Labour Convention, 1957, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312250:NO, Convention
111-Discrimination (Employment and Occupation) Convention 1958, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312256:NO.
160
EUSFTA, Article 13.3.3.
161
EUSFTA, Article 13.16(1). The panel of experts does not issue a judgement determining, for instance, the infringement of
labour rights. They seek a mutually agreed solution. However, the recommendations and reports they issue are meant to be
binding and their implementation is monitored.
162
Specific reference is made to the establishment of a Board on Trade and Sustainable Development, as well as of Domestic
Advisory Groups.
158
159
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(a)

CETA includes an enforcement obligation of the relevant labour and environmental laws
in each Party's territory163.

(b)

As opposed to CETA, both EUSFTA and EUKFTA include a clause stressing that
environmental and labour standards should not be used for protectionist trade purposes.

(c)

As opposed to EUKFTA, CETA and EUSFTA refer to the precautionary principle, thus
allowing for the adoption of cost-effective protective measures to prevent existing or
potential hazards even in the absence of full scientific certainty.

(d)

As opposed to EUSFTA, both EUKFTA and CETA provide for the establishment of a Civil
Society Forum whose purpose is to promote a dialogue on the sustainable development
aspects of the Agreements concerned.

Sustainable economic, social and environmental development became a fundamental EU objective
following the Treaty of Lisbon. Since then sustainable development has become a standard attribute of EU
FTAs. One of the major EU objectives is to ensure that trade policy goes hand in hand with social justice,
respect for human rights, high labour and environmental standards, health and safety protection. The
European Parliament has been vehemently insisting on all FTAs helping advance human rights and social
and environmental standards by incorporating binding clauses on these issues 164. The contribution of trade
to the aforementioned objectives has been reaffirmed in the 2030 Agenda for Sustainable Development165.

2.7

Institutional Framework: Committees and Working Groups,
Dialogue and Cooperation

Chapter 17 sets out EUSFTA's institutional framework. The provisions of Chapter 17 have a purely
procedural dimension and are commonly found in international trade agreements. Those provisions set
up bodies mainly entrusted with the monitoring and facilitation of EUSFTA's implementation. These bodies
consist of a Trade Committee and four specialised committees 166 which will be attached to it 167. The
interpretation of EUSFTA's provisions by the Trade Committee and the decisions taken either in the Trade
Committee or a specialised committee are of a binding nature. In order to facilitate the effective
implementation of the agreement and the communication between the Parties, EUSFTA provides also for
the establishment of contact points 168. Apart from Chapter 17, under every chapter, EUSFTA establishes
various obligations and procedures concerning information exchange, joint cooperation and consultations
between the Parties. A similar institutional framework is provided for under CETA and EUKFTA. We
understand that the consultation framework provided for in EUSFTA is intended to actually promote the
bilateral dialogue between the Parties concerned on policy issues and on issues related to trade. However,

CETA, Articles 23.5 and 24.6.
See, for instance, European Parliament, Resolution of 27 September 2011 on a New Trade Policy for Europe under the Europe 2020
Strategy, 2011, available at: http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2011
0412, and European Parliament, Recommendation on the draft Council decision on the conclusion of the Free Trade Agreement
between the EU and its Member States and the Republic of Korea, 2011, available at:
http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&reference=A7-2011-0034&language=EN.
165
United Nations, Transforming Our World: The 2030 Agenda for Sustainable Development, 2015. Available at:
https://sustainabledevelopment.un.org/content/documents/21252030%20Agenda%20for%20Sustainable%20Development%2
0web.pdf.
166
In EUSFTA, Article 17.1.5, reference is made to a Joint Committee which is to set up under the PCA.
167
EUSFTA, Articles 17.1-17.17.2. The four committees are a Committee on Trade in Goods, a Committee on Sanitary and
Phytosanitary Measures, a Committee on Customs and a Committee on Trade in Services, Investment and Government
Procurement. In the context of individual chapters, EUSFTA provides for the establishment of ad hoc working groups which are
entrusted with the facilitation of trade between the Parties. See, for instance, EUSFTA, Article 4.11.
168
EUSFTA, Article 14.4.
163
164
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unlike EUSFTA and EUKFTA, it is only CETA which sets out provisions on bilateral dialogue and cooperation
in a separate chapter on areas such as science and forestry 169.

2.8

Conclusion

As is evident from the description of EUSFTA's chapters above, international trade agreements have
evolved over time, and are no longer just focused on the reduction of customs tariffs and quotas. EUSFTA
is an example of such a 'new-generation' FTA 170.
In addition, EUSFTA reflects an EU trade strategy that uses FTAs as a way of securing greater liberalisation
in trade on a bilateral basis during a time when further multilateral liberalisation through the WTO has been
hard to secure. Examples where EUSFTA takes a 'WTO+' approach may be seen, for example, in the chapters
on IP and public procurement.
It should also be noted that EUSFTA includes provisions which reflect growing concerns about the impact
of global trade. For example, EUSFTA includes provisions on trade and sustainable development, and
attempts to provide a more structured and transparent framework within which investor-State disputes
are resolved.
Overall, EUSFTA is consistent with the EU's new approach to FTAs, and may be defined as a 'new
generation' FTA, which could provide a stepping stone for the EU's trade policy in the ASEAN region.

CETA, Chapter 25.
It should be noted that, unlike EUSFTA's current chapter on investment, both CETA and EU-Vietnam FTA contain more modern
and innovative provisions on investor-State dispute resolution given that they have purported to launch a reformed investment
dispute settlement system and to move towards establishing a permanent multilateral investment court.

169
170
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3.

Potential Impacts

3.1

Trade

In this section, we first assess the current trading regime between the EU and Singapore and provide an
overview of the key attributes of the pattern of trade over the past decade. Second, we review the
economically significant aspects of the EU’s ‘new-generation’ FTA with Singapore as they affect trade.
Third, we describe Singapore’s other FTAs. Fourth, we compare this agreement with EUKFTA, which
entered into force in 2011. Fifth, we analyse, using various techniques, how EUSFTA will affect the trading
patterns of the future. In this, we include analysis of spill over effects from Singapore’s current FTAs. Finally,
we conclude.

3.1.1 The current trade relationship between the EU and Singapore
The EU and Singapore currently trade under World Trade Organisation ('WTO') arrangements. Singapore
previously benefited from the General System of Preferences ('GSP') – a system providing developing
countries preferential access to the European market to help further their economic development – but,
since 1998, it no longer qualifies for this. Nevertheless, Singapore has a number of bilateral agreements
with some EU Member States, but these focus on investments rather than trade.
Many Singaporean exports to the EU currently face tariffs. Our calculations suggest that, where a non-zero
ad valorem tariff is applied, they average 5.4 % in weighted terms (each item’s tariff rate is weighted by its
share of imports into the EU from Singapore). This excludes all items which have a zero tariff rate (the
overall weighted average tariff including the zero-rated items is 2.3 %) 171. In contrast, Singapore has an
almost zero-tariff regime for EU imports. WTO schedules show that Singapore charges no tariffs 172 and
Singapore Customs states that it only levies customs duties on a small number of alcoholic products 173.
Goods trade
In spite of its geographical distance, the EU is a significant trading partner for Singapore. It currently
accounts for around a tenth of Singapore’s exports of goods by value and a somewhat larger share of the
country’s goods imports. Nevertheless, the EU’s share of Singapore’s exports of goods has fallen over time,
whilst the share of the latter’s imports that come from the EU has remained more or less constant (see
Figure 1 and Figure 2).

This only includes tariffs present in EU tariff schedule in EUSFTA.
Assumptions:
1. Using percentage rates where two methods of tariffs are provided e.g. 5 % or 26.9 Euro/100kg depending on what larger i.e.
assuming rate is larger.
2. If items were marked with an 'x' in the tariff schedule i.e. the FTA had no hold on that tariff, assumed it stayed the same.
3. For the EU, any tariffs expressed as an amount in Euros were excluded. We understand this presents an underestimate of
what the tariffs were pre-FTA.
172
WTO, Tariff Download Facility. Tariffs for 2017 were used (accessed 24 January 2018).
173
Singapore Customs, List of Dutiable Goods, https://www.customs.gov.sg/businesses/valuation-duties-taxes--fees/duties-and
dutiable-goods/list-of-dutiable-goods, 2018, (accessed 25 January 2018).
171
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Figure 1: Share of Singapore’s total value of goods exports to the EU, China and South Korea (%,
1970 to 2016)
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Figure 2: Share of Singapore’s total value of goods imports from the EU, China and South Korea (%,
1970 to 2016)
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Sources: Capital Economics and Thomson Reuters. Final source: IMF Direction of Trade Statistics (IMF DOTS)

The large majority of this goods trade is between Singapore and just five Member States of the EU: Belgium,
France, Germany, the Netherlands and the United Kingdom (see Figure 3).
Merchandise trade between the EU and Singapore is focussed on manufactured goods and electrical
products, and on pharmaceuticals. However, much of the trade is 'exchanged'. This is because, similar to
Rotterdam, Singapore is an international hub for trade by others.
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Figure 3: Share of EU-28 goods exports by Euro value to Singapore in 2016 by Member State and
share of EU-28 goods imports by Euro value from Singapore in 2016 by Member State (%)
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In relation to electronic goods in particular, Singapore and the EU are both party to the WTO's Information
Technology Agreement, parties to which must not charge tariffs on IT-related products. This represents the
biggest EU export to Singapore. The second biggest import from Singapore is in chemicals. Unlike the
electric goods, these tend to face relatively high tariff rates (see Figure 4).
Figure 4: Breakdown of total EU-28 goods exports to, and total EU-28 goods imports from,
Singapore by product type in 2016 (% – based on Euro values)
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Services trade
Analysis of trade patterns often focuses on goods trade, but, for Singapore, services trade is of growing
importance. It remains the case that 69 % of the country’s exports are goods products. However, the share
of services exports has risen from 22 % to 31 % over the period 2010 to 2016. Services account for some
36
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three-quarters of Singapore’s total economy and this share has only been increasing over time. Therefore,
services industries may be the source of much future export growth (see Figure 5).
The EU is the second most important market for Singaporean services, after the regional (neighbourhood)
markets in Asia (see Figure 6).
Figure 5: Employment by industry (share of total employment, annual, %)
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Figure 6: Singapore services exports by region* (% of total, 2016)
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USA and other countries of North America.

Compared to other regions, services exports to the EU are accounted for by a relatively larger portion of
exports of financial, business management and maintenance services. For example, 17 % of services
exports to the EU in 2016 were financial services exports compared to 8 % of Singapore’s exports to the
ASEAN economies (see Figure 7).
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Figure 7: Singapore services exports by region in 2016 (% of total to that region)
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3.1.2 The ‘new-generation’ FTA with Singapore
‘New generation’ FTAs include, amongst other things, a number of provisions related to services and
investment, as well as measures covering the removal of tariff and NTBs that are normally associated with
FTAs. The EU has a number of these ‘new generation’ FTA, although not all are currently in effect, including
with 174:







South Korea
Canada (most of the Agreement provisionally entered into force on 21 September 2017) 175
Peru, Colombia and Ecuador (the Agreement provisionally entered into force in March 2013 for
Peru, August 2013 for Colombia and January 2017 for Ecuador)
Vietnam (not yet entered into force)
The Association Agreement with the countries of Central America 176.

Globally, there are other trade agreements, such as the proposed Trans-Atlantic Trade and Investment
Partnership and the Trans-Pacific Partnership 177, which have also been classed by, among others, the World
Bank as ‘new generation’ agreements. These agreements have the potential to be of greater economic
significance than the above deals that the EU has concluded, but their conclusion looks doubtful at the
present time (though the Trans-Pacific deal may be concluded without the United States) 178.

M. Damen and J. Przetacznik, The EU and its trade partners Fact Sheets of the EU – 2017, Brussels: European Parliament, 2017.
See European Commission, EU-Canada trade agreement enters into force, 2017. Available at: http://europa.eu/rapid/press
release_IP-17-3121_en.htm.
176
The Association Agreement does not extend to Belize or Mexico. The EU has a separate Free Trade Agreement with Mexico.
177
The EU has not participated in the negotiation of, and is not a signatory to, the Trans-Pacific Partnership. The future of this
agreement remains uncertain after US withdrawal.
178
Development Prospects Group (DECPG), ‘Taking Stock’, Global Weekly, No 295, 26.02.2010, p. 2.
174
175
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Once EUSFTA comes into force, Singapore will lose the ability to raise tariffs on EU products entering its
borders. In return, over a five-year period, the EU will eliminate most tariffs on Singaporean goods. A very
small number of exclusions apply, mainly with respect to some fruits and vegetables such as satsumas,
tangerines and globe artichokes 179. Trade in these goods therefore won’t be impacted. But vegetables in
total, i.e. not just the excluded items, account for just 0.1 % of imports from Singapore into the EU (see
Figure 4).
Table 3: Current regime versus regime after EUSFTA
Current regime

Eliminating
import duties
and taxes

Tariffs and quotas

■ Singapore will eliminate remainder of tariffs immediately after EUSFTA comes into force. EU will
Singapore charges zero tariff rates on most EU eliminate its tariffs progressively and there are some exceptions, mainly vegetables.
imports. EU charges Singapore imports the
■ Some goods will be allowed to enter the EU, whereas they previously were not, e.g. Asian food
common external tariff.
products made in Singapore, such as chicken and pork floss, shaomai (Chinese dumplings) and
crab balls but within an annual quota of 1,250 tonnes annually

Rules of Origin

Singapore goods need to adhere to nonprefential rules of origin

Services

Removing NTBs
Vehicles

Electronic goods

Government
procurment

Post EUSFTA

Tenders

Geographic indications
(GIs)
Enhanced
protection of
intellectual
property rights
Phonograms/Producers

Certain Singaporean goods with parts or manufacture done elsewhere in the ASEAN will qualify as
"originating" in Singapore and therefore be eligible for zero-tariff entry as well as those wholly
produced, and with all parts originating from, Singapore
Professional services: Retail banks currently licensed in Singapore will be able to double, under
certain conditions, their number of customer locations (branches). No restrictions apply to other
Professional services: Singapore has
sectors of the financial services market (i.e. insurance, wholesale and merchant banking)
restrictions on expansion in retail banking and
Other services: Parties have 'committed' sectors in which they will allow more favourable market
licences for the legal sector
access. Certain EU countries have stipulated 'reservations' for certain services provisions in their
Other services: certain limits/restrictions in
country. Services sectors committed by the EU include environmental services such as waste water
place and are sector-specific
services and education services such as adult education among others. Meanwhile, Singapore has
committed library services and construction services among its list.
Singapore does not accept EU testing
Singapore will recognise EU standards and testing on cars and car parts (UNECE). Both regions will
practices and therefore Singapore importers of allow new technologies to enter their market unless harmful to the environment or human health and
EU cars need to re-test cars and car parts
both have agreed not to introduce any measures that deviate from the UNECE standards
Singapore will remove a batch of consumer electronics from the list of products for which third party
Singapore requires third party certification of a
certification has so far been mandatory. This includes: some TV sets, water heaters, and air
number of electrical goods. This makes
conditioners. Singapore will also review the list regularly to see if any other goods can be added to the
importing them into Singapore more costly
list and therefore not need third party certification
Both EU and Singapore part of WTO
Government Procurement Agreement (GPA)
Under the EUSFTA, the EU will increase its coverage of procuring entities from approximately
and therefore already quite open i.e.
companies from both ends can bid in a large 85% under the WTO Government Procurement Agreement (GPA) to almost 90%
number of public sector procurement
processes
Singapore generally protects all GIs in
accordance with the TRIPs Agreement (which Singapore to introduce a new register of geographic indications and provide a higher level of GI
provides a low standard of protection) and the protection than provided under the WTO Trade-related aspects of Intellectual Property (TRIPs)
effect of EUSFTA will be to provide enhanced Agreement
protection for a selection of EU GIs.

Currently no ability to get royalties in Singapore

Two years after entry into force of EUSFTA, Singapore will start to allow producers of music to collect
royalties when the music they have produced is played publicly or broadcast over the air

Source: Capital Economics

The new agreement will not only cut tariff rates faced by Singaporean firms when exporting to the EU, but
will also remove non-tariff trade barriers in a number of key sectors (both for goods and services trade).
Additionally, it contains provisions to enhance the protection of IPRs and boost firms’ ability to access
government projects on both sides of the relationship (see Table 3.)
EUSFTA also contains a favourable rules of origin stipulation. This states that a good from Singapore will
be classified as 'originating' if a certain share 180 of its parts or workmanship is from, not only Singapore or
179
180

See Article 2.6 and Annex 2-A of the EU–Singapore Free Trade Agreement Authentic text as of May 2015.
The share depends on the product concerned. For most, it is 50 %. See EUSFTA, Protocol 1, Annex B.
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the Member States of the EU, but also other ASEAN States for certain goods 181. These goods categories
account for around 23.5 % of Singapore’s exports to the EU by value, but the provision is even more
significant for a country like Singapore because it has been estimated that around half of the inputs in
Singapore’s exports are imports 182,183.
From the perspective of the EU, the benefits of the agreement are different. Whilst Singapore currently
provides a virtually tariff-free regime with respect to imports from the EU, it is a de facto regime and
Singapore generally maintains higher bound tariffs in its WTO tariff schedule. Therefore, Singapore could
in theory unilaterally raise its tariffs. EUSFTA means that it would not be able to do so in the future in respect
of imports from the EU. The EU also gains the removal of a host of NTBs and recognition of its standards
and also conformity assessments by Singapore.

3.1.3 Singapore’s current free trade arrangements
Singapore currently has nine bilateral trade agreements with other countries: China (CSFTA), South Korea
(KSFTA), Panama (PSFTA), Peru (PeSFTA), Australia (SAFTA), Costa Rica (SCRFTA), Jordan (SJFTA), Turkey
(TRSFTA), and the United States (USSFTA). Furthermore it has a comprehensive economic co-operation
agreement with India (CECA), a comprehensive economic partnership with New Zealand (ANZSCEP) and
another economic partnership agreement with Japan (JSEPA) 184. Of these countries, only China accounts
for more than 10 % of Singaporean trade in goods (see Table 4).
These deals could have an impact on trade flows between Singapore and the EU and EUSFTA may also
have an impact on trade between Singapore and the countries in these deals. Likely issues include the EU
potentially gaining Singaporean trade (exports and imports) from the other countries with which
Singapore trades. Singapore could also benefit from increased investment due to having trade deals with
a large number of countries, including all of the world’s largest economies – the United States, China, the
EU, Japan and India.
Here below we analyse the impact that Singapore’s FTAs with China and South Korea have had on trade
flows between the two economies. Later in this chapter, we then analyse what spill over impact EUSFTA
could have on these trade flows with a particular focus on China.

See EUSFTA, Protocol 1, Annex D. The goods concerned account for about 18.8 % of Singaporean imports from ASEAN
countries by value.
182
The products for which this holds are listed in Annex D of Protocol 1 of EUSFTA. Together the goods accounted for 5.0 % of
Singapore’s exports to the EU in 2016. Data source: International Trade Centre (INTRACEN).
183
European Commission, The Economic Impact of the EU–Singapore Free Trade Agreement, Luxembourg: Publications Office of the
EU, 2013.
184
Information from International Enterprise Singapore. This excludes free trade agreements that Singapore has with countries as
a result of being a member of ASEAN.
181

40

Free Trade Agreement between the EU and the Republic of Singapore – Analysis

Table 4: Top goods trading partners of Singapore (excluding the EU), 2016
Country

Share of trade (imports plus exports) from that country
of Singapore’s total trade (imports plus exports)

China

13

United States

9

Japan

6

South Korea

5

India

3

Australia

2

Panama

1

Sources: Capital Economics and Thomson Reuters

People's Republic of China ('China')
The CSFTA, which was provisionally applied from 1 January 2009, liberalised trade in goods and services.
Singapore also has another FTA with China through the China-ASEAN FTA, which came into effect in 2005.
This will not be analysed here as CSFTA supersedes this agreement 185.
Singapore’s exports of goods to China have risen by 132 % between the first quarter of 2009 and the
second quarter of 2017. Meanwhile, China’s exports to Singapore have risen by 111 % over the same
period 186.
China is also an important services trade partner for Singapore. In 2015, China accounted for 6 % of the
total value of Singapore’s services exports and 17 % of all of Singapore’s services exports to Asia. Services
exports to China grew between 2011 and 2015, increasing by 67 % in value187. This was largely driven by a
141 % increase in financial services exports from Singapore to China and an over 300 % increase in traderelated services exports. As such, the introduction of CSFTA is associated with an increase in trade.
However, other forces may have been at play and the increases in trade cannot necessarily be attributed
solely to CSFTA.
Using regression analysis, we estimate the impact that CSFTA has had on goods trade flows between China
and Singapore (see Annex 3). Since bilateral services trade data are not available as regularly as goods trade
data, the analysis focuses on goods trade only 188. It is important to note that it therefore may underestimate
the overall impact of CSFTA on total trade between China and Singapore.
Our analysis focuses on exports from the two economies. A significant amount of academic literature has
shown that certain relationships exist between exports on the one hand and gross domestic product

185
The trade in goods agreement was implemented on 20 July 2005 and superseded the ‘Early Harvest Programme’, which was
implemented in January 2004.
186
International Monetary Fund Direction of Trade Statistics in United States Dollars converted to Singapore Dollars and Yuan
using annual average exchange rates. Percentage change calculated on local currency data for both Singapore and China.
187
Analysis of Statistics Singapore data.
188
The latest available data is for 2015.
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(‘GDP’)/importer income 189, FTAs 190, the cost of shipping, as well as changes in the exchange rates 191 on the
other. We incorporate these into our regression model using time lags to take into account any prior
changes in these variables which may impact on exports at any given point in time. Given quarterly
seasonality and that we have used quarterly data, we use time lags that take into account data at the
previous quarter and a year before any given date. It is important to note that our analysis does not attempt
to prove the above relationships or to demonstrate the relationships between exports and the variables
(GDP, cost of shipping etc.) hold, but rather, knowing the relationship exists, it tries to find an estimate on
the numerical impact of these variables, and in particular one specific FTA, CSFTA, on China’s exports of
goods to Singapore and Singapore’s exports of goods to China. To do this it incorporates two FTA variables,
an FTA shock variable that checks for a shift change and another for a trend change 192. Our methodology
is therefore to measure the impact that CSFTA had in terms of deviation from the pre-existing trends.
The regression analysis suggests that the presence of the FTA did not have a discernible positive impact
on exports of goods from China into Singapore: the trade impact variables are not statistically significant
at the 95 % confidence interval (that is, our statistical tests indicate that we cannot be 95 % sure that the
impact of CSFTA on Singapore’s imports from China was not zero, which is a common threshold in
statistical analysis) 193. Meanwhile, the presence of CSFTA was positive for Singapore. Running our analysis
on Singapore’s exports data suggests that exports of goods rose by 9.0 % per year as a result of CSFTA.
Additionally, this outcome was statistically significant at the 95 % confidence interval 194 (see Table 9 and
Table 10 in Annex 3).
South Korea
Singapore and South Korea’s FTA came into effect on 2 March 2006. Since then trade between the two
economies has increased. Singapore’s exports of goods to South Korea, in value terms, rose by 57 %
between the first quarter of 2006 and the second quarter of 2017. Meanwhile, South Korea’s exports to
Singapore rose by 64 % during the same period 195.
Of course, not all of the increase in trade may have been due to the FTA. Using regression analysis, we
attempt to find an estimate of the numerical impact the FTA has had on trade flows between South Korea
and Singapore (see Annex 4). Similar to our analysis on CSFTA above, we undertook the analysis on both
South Korean goods export data and Singaporean goods export data using the relevant respective
independent variables 196. Since bilateral services trade data is not available as regularly as goods trade data,
this analysis focuses on goods trade only. It is important to note that it therefore may underestimate the
overall impact of KSFTA on total trade between South Korea and Singapore.

I. Martínez-Zarzoso, L. García-Menéndez and C. Suárez-Burguet, 'Impact of Transport Costs on International Trade: The Case of
Spanish Ceramic Exports', Maritime Economics and Logistics, 2003, Vol 5.2, pp. 179-198.
190
K. Head and T. Mayer, Gravity Equations: Workhorse, Toolkit, and Cookbook, Vancouver: University of British Columbia, 2013.
This study uses a meta-analysis approach combining 2 508 estimates from 159 papers. M. Cipollina and L. Salvatici, 'Reciprocal
trade agreements in gravity models: a meta-analysis', Review of International Economics, 2010, Vol 18(1), pp. 63-80.
191
M. Belongia, Estimating Exchange Rate Effects on Exports: A Cautionary Note, St Louis: Federal Reserve Bank of St Louis, 1986.
192
The model therefore regresses exports of goods at a given time on quarterly and annual lags of exports, contemporaneous
and lagged gross domestic product, contemporaneous and lagged exchange rates, contemporaneous and lagged shipping
costs, quarterly seasonality effects and the FTA variables. See Annex 3 for full details.
193
The presence of the free trade agreement is measured by a dummy variable which takes the value ‘1’ in the quarter in which
the free trade agreement came into effect (for CSFTA, the first quarter of 2009) and beyond.
194
When the regression was run on Singapore’s export data, Singapore’s exports to China at t-1 and t-4 and China’s gross
domestic product at time periods t, t-1 and t-4 were used.
195
International Monetary Fund Direction of Trade Statistics in United States Dollars translated to Singapore Dollars and South
Korean Won using annual average exchange rates. Percentage change calculated on local currency data for both Singapore and
South Korea.
196
When the regression was run on Singapore’s export data, Singapore’s exports to South Korea at t-1 and t-4 and South Korea’s
gross domestic product at time periods t, t-1 and t-4 were used.
189
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The analysis finds that, again similar to CSFTA, KSFTA was more positive for Singapore than its trading
partner. In this case, the impacts on exports were statistically insignificant for Singapore, but negative and
statistically significant for South Korea (see Table 11 and Table 12 in Annex 4). The implication of our
analysis (despite its limitations) is that, given its relative openness, Singapore tends to benefit more from
its FTAs than its partners.

3.1.4 Comparison with EUKFTA
Without doubt, the closest analogous trade agreement for the EU’s forthcoming deal with Singapore is
that which the Union concluded with South Korea, which entered into force in 2011. It provides a strong
basis of comparison, which is unmatched by other potential analogues because:







it is an agreement between the EU and a relatively distant Asian economy;
it is an agreement between the EU and another well-developed, but much smaller, economy;
the trading relationship between the two parties is focused, at least at a general level, on the
same types of goods – machinery, electrical equipment, vehicles, pharmaceuticals, soaps and
chemicals;
the elements of the agreement contain, by and large, the same ‘new-generation’ free trade deal
components and even non ‘new-generation’ components for example the provisions on the
removal of substantial NTBs to trade in the vehicles and electrical equipment markets; and
it has now been in force for over five years – a long enough time to allow for quantitative
comparisons.

However, there are some key differences (see Table 5). Moreover, in some important areas, the starting
points of the trading relationship prior to the agreement coming into effect were different.
We have assessed both the retrospective impact of EUKFTA and the prospective impacts of this deal in
terms of the size of the reductions in tariffs.
To date, the average weighted ad valorem tariff rate charged by the EU on South Korea imports has fallen
from the 3.0 % it was in 2010, before the agreement came into force, to around zero per cent now 197. Each
item’s tariff rate is weighted by its share of imports into South Korea from the EU. The rates charged by
South Korea to the EU exports on an ad valorem basis have fallen from a non-zero average weighted tariff
rate of 8.3 % to around 0.8 % now, a 7.5 percentage point reduction (see Table 6).
Singapore will experience a similar reduction in EU tariffs on its exports when EUSFTA comes into force (the
non-zero weighted average tariff rate will fall from 5.4 % to zero). However, the experience for EU exports
will be quite different. Unlike the pre-agreement situation with South Korea, there are already only minimal
Singaporean tariffs on EU exports. So, the change, in terms of tariffs at least, will be minimal (see Table 7).

197

EUKFTA was provisionally applied in July 2011 and formally ratified in December 2015.
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Table 5: Key differences between EUSFTA and EUKFTA with regards to eliminating import duties
and taxes
EU-South Korea FTA
■Slower removal of tariffs (twenty-year period) allowed - although most will

EUSFTA

still be removed within the first five years - and still some quotas (tariff-rate
quotas) and safeguard tariffs in place for a number of years.
■Duty drawbacks mentioned here.
■Certain Singapore goods with parts or manufacture done elsewhere ■No mention of allowance from other economies counting as that

Tariffs and quotas

Nearly all tariffs removed within five years.

Eliminating import
duties and taxes

in the ASEAN will qualify as "originating" in Singapore and therefore
be eligible for zero-tariff entry as well as those wholly produced, and
with all parts originating from, Singapore.
■For vehicles, non-originating parts must be less than 50%.
■Retail banks currently licenced in Singapore will be able to double,

Rules of Origin

under certain conditions, their number of customer locations
(branches)
■ If Singapore gives any other country's bank (bar a bank from the
United States) the possibility to have more than 50 bank branches, it
must extend this to the EU (this is the only partial MFN provision in
EUSFTA). See Annex 2.
■No restrictions apply to other sectors of the financial services market
(i.e. insurance, wholesale and merchant banking)

Financial services

"originating" from South Korea.Goods qualify as "originating" from South
Korea when arriving in the EU only if they include enough workmanship in
South Korea and include parts from South Korea and or the EU itself.
■ For vehicles, non-originating parts must be less than 45%.

Not individually pulled out in South Korea's FTA with the EU as in EUSFTA
but still there were market liberalisations for financial services e.g. All
financial firms will be able to transfer data freely from their branches and
affiliates to their headquarters

Service specific concessions have been made such as:
Service specific concessions have been made such as:
■Greater access to EU postal services providers, greater than in
EUKFT A
■Singapore and the EU are not allowed to use licensing
requirements to obstruct market entry

Other services*
Removing NTBs

■Relaxed foreign ownership in telecommunications and EU satellite
operators can operate cross-border into South Korea
■South Korea will allow EU companies to treat non-industrial water waste
■Improvement in access for transport auxiliary services providers
■Sub-contracting requirement will be abolished by South Korea in
construction services

Singapore will remove a batch of consumer electronics from the list
of products for which third party certification has so far been
South Korea will keep 53 items on its list of items requiring third party
mandatory. This includes: some TV sets, water heaters, and air
certification and can keep them on the list if it can prove that changing
conditioners. Singapore will also review the list regularly to see if any
system would create risks for human health and safety
other goods can be added to the list and therefore not need third party
certification
MFN provision for supply of services. This means that if South Korea were

Electronic goods

Cross-border supply
of services /
investment

No MFN provisions in the services and investment chapters

to offer more favourable channels of services provision to its non-EU trading
partners, it must in turn apply these to the EU as well. The same applies to
the EU. Therefore any provision in for example EUSFTA which is more
favourable than that being offered to South Korea must be extended in turn
to South Korea.

Source: Capital Economics

In terms of the tariff effects of the agreement, then, it is clear that the impacts will not be the same as with
EUKFTA for the EU. This stems, not from differences in the agreements but from different starting points
prior to their enactment, with Singapore having already unilaterally removed most of its tariffs on EU
products.
Table 6: Weighted average tariff rates (%, weighted by share of total imports of the good to the
other country in 2010)*
Country facing tariff

2010 rates

Current rates

Reduction to date

Rates at end of FTA
staging

Reduction
(by end of FTA staging)

European Union

8.3%

0.8%

7.5 ppts

0.2%

8.1 ppts

South Korea

3.0%

0.0%

3.0 ppts

0.0%

3.0 ppts

Sources: Capital Economics, EUSFTA and Eurostat Comext 198. *The analysis excludes non-ad valorem tariffs and only includes tariffs listed in the
tariff schedule printed in the FTA. Reduction to date analysis based on staging categories in tariff schedule.

198

Assumptions:
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Table 7: Weighted average tariff rates (%, weighted by share of total imports of the good to the
other country in 2016)*
Country facing tariff

2016 rates

Rates at end of FTA staging

Reduction (by end of FTA staging)

European Union

-

-

-

Singapore

5.4%

0.0%

5.4 ppts

Sources: Capital Economics, EU-Singapore FTA and Eurostat Comext 199. *Note that Singapore’s tariff schedule was not available to analyse at time
of writing. *The analysis excludes non-ad valorem tariffs and only includes tariffs listed in the tariff schedule printed in the FTA.

The removal of NTBs in terms of goods trade in EUSFTA and EUKFTA appears to be similar. Both trade deals
meant the countries made significant concessions on NTBs in relation to electronics, motor vehicles and
pharmaceuticals. As mentioned earlier in section 3.1.1, electronics and motor-vehicles are important
sectors for EU-Singapore trade. These same sectors are the top two sectors for EU-South Korea trade (see
Figure 8).
Figure 8: Breakdown of total EU-28 goods exports to, and total EU-28 goods imports from, South
Korea by product type in 2016 (% – based on Euro values)
60

The biggest EU export to South Korea (and biggest import from South Korea) is that of machinery and
electrical goods

50
40

Nearly 30 per cent of imports from South Korea into the EU are vehicles

30
20

Share of total exports of EU to South Korea

Ammunition

Animal and vegetable oil

Wood and cork

Footwear, headgear, umbrellas
and misc. articles

Vegetables

Paper

Precious and semi-precious
stones, metals and jewellery

Ceramics and articles of stone
and plaster

Misc. manufactured goods

Art pieces and antiques and
other

Leather, fur and articles thereof

Live animals

Textiles

Food, beverages and tobacco

Plastic and rubber

Salts and ores

Base metals (lead, steel etc.) and
articles thereof

Optical, medical and musical
instruments

Pharmaceuticals, soaps and
chemicals

Vehicles

0

Machinery and electrical
equipment

10

Share of total imports from South Korea

Sources: Capital Economics and Eurostat COMEXT

1. Ignoring the fact that items entering South Korea between September and February of the first year were at base rates for
some items in staging category S-B (Annex 2-A, point r (i)).
2. Ignoring, for South Korea, safeguard tariffs for certain goods past a quota.
3. Using percentage rates where two methods of tariffs are provided e.g. 6.5 % or 122 KRW/100kg depending on what larger i.e.
assuming rate is larger. The same holds for the EU tariffs.
4. If items were marked with an 'x' in the tariff schedule i.e. the FTA had no hold on that tariff, assumed it stayed the same
(rather than an increase).
5. For the impact to date we take into account all tariffs which should have been removed by now as per the 'staging category'
in each of the tariffs schedules.
6. Any tariffs expressed as an amount were excluded. We understand this presents an underestimate of what the tariffs were
pre-FTA.
199
Assumptions:
1. Using percentage rates where two methods of tariffs are provided e.g. 5 % or 26.9 Euro/100kg depending on what larger i.e.
assuming rate is larger.
2. If items were marked with an 'x' in the tariff schedule i.e. the FTA had no hold on that tariff, assumed it stayed the same.
3. Any tariffs expressed as an amount in Euros were excluded. We understand this presents an underestimate of what the tariffs
were pre-FTA.
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Both deals also have made substantial concessions with regards to the opening of services markets.
Despite removing different types of NTBs for different sectors, as shown in the table above, the extent of
the removal of NTBs, although difficult to quantify, appears to be slightly deeper in EUSFTA. For example,
with regards to letter services EUSFTA will eliminate restrictions on mode 3 market access for EU (if these
suppliers are incorporated in Singapore) 200. No similar obligation is in EUKFTA, or indeed GATS. The
Commission also argues that the commitments in EUSFTA 'give Singaporean services providers the highest
level of access to the EU’s large services market available for any Asian country' 201.
Full analysis has not been done on all sectors committed in each of EUKFTA and EUSFTA, and this is what
would determine the extent to the opening in services for each deal versus the relationship between the
partners before the agreement and in comparison to one another. This was beyond the scope of this study.
Different sectors’ experience of EUSFTA will be different. As one study has concluded, whilst evaluating the
impact of EUSFTA on services sub-sectors versus the current EU-Singapore trade relationship:
'The key difference between service sub-sectors and their ability to take advantage of the realisation of
the EU-Singapore FTA is … related to their dependence of local infrastructure, and their mobility
between different geographic locations in order to provide the service.' 202

3.1.5 Estimation of the impact of EUSFTA on trade
We consider four ways to assess the impact on trade between the EU and Singapore:






general studies of the increment effects of FTAs on the trade volumes
the comparative experience of EUKFTA
econometric analysis of EUKFTA
generalised quantitative and qualitative assessment of prospective impacts on Singapore,
incorporating an analysis of the impacts deriving from spill over effects of Singapore's other trade
deals.

General studies
Academic research, using average impacts derived from hundreds of studies of FTA impact assessments,
suggest that the average effect on bilateral trade volumes from a free trade or reciprocal preferential trade
agreement is positive and large – ranging from 43 % to 48 % 203. Therefore, the implementation of an FTA
between two countries increases bilateral trade flows by roughly 46 %, or by 4.6 % on average per year, if
we assume a conservative ten year impact time frame. In reality, the impacts may be condensed into a
shorter period of time. Clearly, the impacts in individual cases are likely to significantly depend on the
extent of the tariff reductions taking place.
The EU has also evaluated the impact assessments of various other countries’ trade agreements with
Singapore. Albeit, these agreements may not be as extensive as the EU’s deal, but, like the meta-analyses
cited above, they provide general indicators of the impacts. The studies were not directly comparable in
Mode 3 is defined by the World Trade Organisation as commercial presence. It is the provision of a service 'by a service
supplier of one Member, through commercial presence, in the territory of any other Member'. Source: World Trade Organisation
GATS Training Manual Chapter 1.
201
European Commission, The Economic Impact of the EU – Singapore Free Trade Agreement, Luxembourg: Publications Office of
the EU, 2013, p. 30.
202
C. Alvstam, E. Kettunen, and P. Strom, 'The service sector in the free-trade agreement between the EU and Singapore: closing
the gap between policy and business realities', Asia Europe Journal, 2017, Vol. 15.1, pp. 75-105.
203
K. Head and T. Mayer, Gravity Equations: Workhorse, Toolkit, and Cookbook. This study uses a meta-analysis approach
combining 2 508 estimates from 159 papers. M. Cipollina, and L. Salvatici, L. Reciprocal trade agreements in gravity models: a
meta-analysis, pp. 63-80. This study uses a meta-analysis approach combining 1 872 estimates from 85 papers.
200
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that some focused on GDP rather than trade and some were looking at overall trade, rather than just that
of the bilateral nature. Nevertheless, on average, the studies reported that:
'With respect to quantitative effects, the presented literature review indicates that the ex-ante studies
available find positive but small effects on Singapore and its partners from concluding an FTA.
Furthermore, econometric ex-post analyses of the various FTAs signed by Singapore found positive
effects as well.
[…]
The above analysis of trade flow time series suggests that in many cases, trade flows, especially in
services, had a strong positive evolution after the FTA entry in force, whereas in few other cases bilateral
trade with Singapore did not experience a significantly positive evolution, compared to global trends
over the same period.' 204
One study of particular note is the Commission’s study on the potential impacts of EUSFTA itself, published
in 2013205. The study ran Computable General Equilibrium ('CGE') models on two scenarios. The first
scenario assumed a full-fledged EUSFTA, which would include the removal of tariffs on goods imports from
Singapore in the EU and a symmetric reduction (for the EU and Singapore) of services NTBs of three %. This
concluded that EUSFTA is likely to lead to a 10.4 % increase in Singapore’s exports to the Union and a
smaller 3.6 % increase in the Union’s exports to Singapore.
The second scenario looks at the possible counterfactual. In this scenario the authors assume that
Singapore would, if EUSFTA is not concluded, raise tariffs to MFN bound rates. As such, the results of this
scenario show the benefits of concluding EUSFTA. The authors conclude that in this scenario the Union’s
exports to Singapore would fall by 11.5 %. This is equivalent to a loss of EUR 3.7 billion’s worth of exports.
We have no reason to believe the analysis by the Commission is incorrect and it is indeed a good
benchmark and starting point for our study. However, there is a need to look into the relationship once
more given that the text of EUSFTA was concluded following the publication of the Commission’s study
and, as time has gone on, there is now greater availability of data to analyse the possible impact 206.
The Korean analogy
As previously stated, the most similar of the EU’s trade agreements to EUSFTA is that with South Korea.
EUKFTA seems to have provided a significant boost to EU goods exports to South Korea, in both value and
volume terms. However, the data is more equivocal when it comes to South Korean exports to the EU –
their increment in volume terms is modest and they appear to have declined in local currency value terms
(though if this variable is measured in Euros, there was in fact an increase of 14.3 %) (see Table 8). However,
the Commission has published more detailed information indicating that Korean exports of products that
were subject to actual trade liberalisation did rise in value terms following EUKFTA, whereas the decline
was in products with pre-existing zero tariff rates 207. Given the similarities between the two situations, this
deal therefore provides some initial evidence that EUSFTA may also provide a boost to goods trade in
volume and value terms.

European Commission, The Economic Impact of the EU–Singapore Free Trade Agreement, Luxembourg: Publications Office of the
EU, 2013, pp. 59-60.
205
European Commission, The Economic Impact of the EU–Singapore Free Trade Agreement, Luxembourg: Publications Office of the
EU, 2013.
206
This is based on the latest publicly available EUSFTA text. The last updated investment chapter of EUSFTA is not publicly
available. Hence, for the purposes of this study we relied on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
207
European Commission (Brussels), Annual report on the implementation of the EU-Korea free trade agreement, 2016.
204
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Table 8: Changes in EU – South Korea trade from 2011 – 2016
Values (% increase, in currency of exporting country)
Exports from…

Volumes (% increase)

Goods and services,
2011-2015

Services,
2011-2015

Goods,
2011-2016

Goods,
2011-2016

European Union*

47.1

36.8

37.6

24.6

South Korea**

-7.0

24.3

-12.0

7.6

Sources: Capital Economics and Thomson Reuters. *South Korea imports data used. **South Korea volumes data are based on EU data on imports
from South Korea.

Moreover, it should be pointed out that the gains from trade are not just simply revenues gained from
exporting. Importing also brings with it welfare gains for an economy – a wider range, better quality or
lower prices of goods could become available to consumers as a result of more importing. Therefore, South
Korea may still have made substantial gains from EUKFTA.
Nevertheless, it is important to note the differences between the situations. Singapore and South Korea
are quite different economies. Whilst South Korea has a much smaller economy than that of the EU, it is
still a large developed country of some 50 million people with a wide range of sizeable and diverse
economic sectors. By contrast, Singapore is an island of 6 million people with a much more limited
domestic industry and wealth built upon financial services and its status as a hub for regional re-exporting
and regional corporate headquarters (see Figure 9).
Figure 9: South Korea and Singapore GDP constant prices (billions of US Dollars)
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Sources: Capital Economics and Thomson Reuters. *Capital Economics converted local currency data. Annual average exchange rate for each
year used.

Moreover, as noted above, there are differences in both the agreements and the relative starting points of the
parties. In terms of the relative starting points, these differences suggest more limited impacts because the
change from the status quo is less, especially in terms of tariffs, than was the case with the South Korean
agreement.
However, also as noted previously, the differences in the agreements themselves tend towards making
that deal with Singapore a somewhat stronger one, with a slightly greater removal of weighted average
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tariffs whilst NTB removal could be said to be of a similar extent in terms of goods trade and slightly
stronger for services trade in EUSFTA versus EUKFTA. As a result, it could be argued that the analogue of
South Korea may underestimate some of the potential gains to bilateral trade that could occur between
the EU and Singapore, though more particularly for Singaporean exports compared to South Korean
exports.
Finally, with respect to the global economy, in the five years since EUKFTA, the global economy has
expanded by 3.1 %. We expect global growth to remain robust, for most part, over the years ahead,
expanding at 3.3 % per annum. This would imply a modest boost to the numbers generated by the South
Korean analogy.
Econometric analysis
It is possible that the changes in trade values and volumes that ostensibly resulted from EUKFTA would
nonetheless have occurred, over the last five years, even in its absence. It is possible that those changes in
trade happened because of other factors that were unrelated to the trade deal.
Running a CGE model, similar to that ran by the Commission, is beyond the scope of this study. However,
testing for the potential impact of EUKFTA on trade flows between the partners can be conducted via
econometric analysis.
We run regression analysis in which we use historical and recent data to establish the relationship between
EU – South Korea goods trade and a host of explanatory variables. By using a long history of the data for
these variables, econometric analysis is able to determine the nature of the correlation relationship
between them for the particular case of the EU and South Korea and also the strength of it – whether it is
statistically significant or not.
Similar to our analysis of the impact of CSFTA on China-Singapore trade and KSFTA on South KoreaSingapore trade, we estimate the impact that EUKFTA has had on trade flows between South Korea and
the EU.
Our analysis focuses on exports of goods from the two economies – services trade was not available more
frequently than annually and this would limit observations in the regression analysis substantially leading
to misleading results. This suggests that our results may underestimate the impact of EUKFTA on overall
trade flows between South Korea and the EU.
We ran the same model as with our CSFTA and KSFTA analysis. This model included a number of variables
which literature has shown to have a relationship with exports: GDP/importer income 208; FTAs209; the cost
of shipping; and, changes in the exchange rate 210. Given quarterly seasonality and that we have used
quarterly data, we use time lags that take into account data at the previous quarter and a year before any
given date.
It is important to note that our analysis does not attempt to prove the above relationships or to
demonstrate the relationships between exports and the variables hold, but rather, knowing the
relationship exists, it tries to find an estimate of the numerical impact of these variables, and in particular
one specific FTA, EUKFTA, on EUKFTA partners’ bilateral goods trade flows. To do this the model
incorporates two FTA variables, an FTA shock variable that checks for a shift change and another for a trend

I. Martínez-Zarzoso, L.García-Menéndez and C. Suárez-Burguet, C.,'Impact of Transport Costs on International Trade: The Case
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change. Our methodology is therefore, once again, to identify the pre-existing trends in trade and then to
measure the impact that EUKFTA had in terms of deviation from them.
The results are set out in Annex 6 and are somewhat mixed. Whilst the agreement appears to have a
positive, large and statistically significant effect on EU exports to South Korea (the presence of EUKFTA
increased exports by 20.1 %), it appears to have had a negative and statistically significant effect on South
Korean exports to the EU 211.
These results, incorporating the effects of other economic events of recent years, are less positive about
the impact of the trade deal than the raw numbers suggested. As set out previously, the raw numbers
appeared to suggest that the deal had unquestionably been beneficial for EU exports, but only
questionably beneficial for those of South Korea. The econometric outputs suggest no benefit for South
Korean goods exports, though it is hard to believe their conclusion that the deal was actually detrimental
for South Korean exports (see Table 14 and Table 15 in Annex 6).
Nevertheless, these econometric results warn us to be cautious in assuming a definitive positive
impact on trade from a given FTA – even if of the new generation variety. Most likely, they are indicating
to us that, based on the historical drivers of trade, some of the increases that were experienced over 2011
to 2015 would have happened anyway and that the impact of the deal was limited, especially in the case
of South Korean exports.
EUSFTA specific effects
Beyond the scope of looking at analogue agreements – whether free trade deals in general or the close
analogue of EUKFTA in particular – there are going to be factors specific to Singapore, its agreement with
the EU and the development of the global economy during its implementation period that will exert their
own effects on the evolution of trade between the two parties once the agreement enters into effect.
EUKFTA may provide the closest analogue, but there are reasons to believe things will be quite different
with this deal:




The EU does not benefit from a dramatic reduction in tariffs in this case, as it did in the case of its
exports to South Korea.
Singapore does benefit from a reduction in tariffs – somewhat more than that which South Korea
experienced, but not hugely more. However, Singapore also benefits from more expanded rules
of origin provisions for certain goods and a somewhat deeper removal of services NTBs. Hence,
the contents of the agreement tend to suggest a somewhat more positive impact for Singapore
on the trading side than was the case with South Korea.

The nature of Singapore’s economy will also provide a distortion from the generalised and analogous
effects we have observed thus far. Singapore’s extensive panoply of already existing trade agreements
must also be considered. South Korea had five existing FTAs at the time that its deal with the EU
provisionally entered into force in 2011. Singapore currently has 12 (including three bilateral economic
partnerships). These agreements, now potentially coupled to a deal with the EU, mean that the country
could become even more attractive as a trade (and investment) hub.
Spill-over effects
FTAs have an impact on the parties involved but also on other third parties – spill over effects.
One such spill-over effect is what is known as trade diversion. There is a large set of literature on how FTAs
and customs unions lead to trade creation for the partner economies – an increase in trade between
211

Both results statistically significant at the 95% confidence interval.
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partners to an FTA as a result of the relatively cheaper trade. At the same time, trade diversion also occurs
for other third parties. This is the decrease in trade between partners to the FTA and their old trade partners,
the latter of which could be more efficient producers of certain goods than the new FTA partner. Third
countries suffer based on the absolute tariff reduction the countries party to the FTA or customs union
apply on each other.
Trade creation comes about because production in one FTA partner country is replaced by production
from the other partner country which is more efficient at producing a specific product. Meanwhile, trade
diversion occurs when changing relative trade costs between partner countries i.e. the new cheaper goods
that result from the removal of trade barriers, push a country to import a good it otherwise would have
imported from a more efficient third country from the partner of the FTA instead 212.
There is evidence of trade diversion resulting from other FTAs in the past – for example, for Sweden when
it joined the EU and also from the creation of certain regional trade agreements such as the Mercado Común
del Sur (MERCOSUR) in Latin America and ASEAN in Asia leading to net trade diversion 213. It is important to
determine whether there is scope for EUSFTA to lead to trade diversion in analysing its potential spill-over
effects.
Some trade diversion is likely to occur when the FTA is signed. The Organisation for Economic Co-operation
and Development has branded trade diversion 'an inherent possible problem in any free trade agreement'214.
More likely than not, this will be as a result of changes in the trade patterns of EU importers rather than
those of Singaporean importers. The reason for this is that Singapore already provides tariff-free access
for the majority of goods imports from the EU. This means that the scope for European exporters to
increase trade with Singapore at the expense of Singapore’s other trade partners when EUSFTA comes into
effect is limited. That said, there is still scope for some trade diversion to occur from increased EU exports
given the extensive removal of NTBs (such as the alignment of conformity assessments in the vehicle
sector), making it easier for the EU to trade with Singaporeans than current trade partners in the future.
Another potential spill-over effect is the 'spaghetti-bowl' effect. This relates in particular to rules of origin
regulations. The idea is that, once a country signs a number of FTAs with a number of countries, it becomes
more difficult to consistently meet rules of origin regulations and determining the 'origin' of products may
become more costly because of the rise of integrated supply chains between partner countries. This could
lead to a slowdown in trade between the country and some of its FTA partners 215. Evidence of this has been
documented with regards, for example, to previous EU FTAs and other regional trade agreements 216.
Regardless, the creation of an FTA between the EU and Singapore doesn’t necessarily mean a zero-sum
game for other countries around the world. When these two economies benefit from free trade, others can
benefit from their increased income too 217.
In the case of the EU’s deal with South Korea, there is some evidence that trade diversion has occurred.
Raw data suggests that the value of South Korean imports from non-EU countries has fallen by
around 20 % whilst those from the EU rose by 15 % 218. Such could also affect Singapore (due to the
212
J. Nkuepo, Preferential trade agreements, trade creation and trade diversion, World Trade Organisation. Available at :
https://www.wto.org/english/res_e/publications_e/wtr11_forum_e/wtr11_12july11_bis_e.htm.
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removal of NTBs). As the most significant trading partner, China’s trade with Singapore could decline in
share terms, though probably not in terms of actual values and volumes.
Predicting net-trade diversion ex-ante is a difficult task because it is unclear what trade patterns will be
altered following EUSFTA coming into effect. For example, China’s exports to the EU may decrease as a
result of EUSFTA if it is exporting items to the EU on which Singapore will now get favourable treatment as
a result of EUSFTA. What’s more, Singapore may export to the EU what it would have previously exported
to China.
However, trade diversion does not have to mean that one of Singapore’s current FTA partners ends up
worse off. Firstly, it is not certain that the displacement effects we have described will take place. Secondly,
even if they do occur as described above, they wouldn’t necessarily mean that China, for example, is worse
off overall as there may be offsetting wealth effects from elsewhere. Indeed, as a result of EUSFTA, demand
for China’s goods from Singapore could rise as income increases in the latter.
Spill over effects more generally (rather than just trade diversion) are hard to quantify. Some have
used rule of thumb estimates of spill over effects to estimate the full impacts of FTAs but others have
criticised their methodology as arbitrary and unfounded speculation 219.
We have conducted some indicative estimates based on CSFTA and its impact on trade in goods between
Singapore and elsewhere. This seems a plausible analogy to the impact of EUSFTA on China.
At the time CSFTA came into effect, Singapore had FTAs with eight countries: South Korea, Panama,
Australia, Jordan, the United States, India, New Zealand and Japan.
We used regression analysis on Singapore’s imports data from China and these FTA partners to see if there
was an impact from the introduction of CSFTA 220. To find if there is a different impact on different FTA
partners, we ran regressions on four countries – Singapore’s two largest FTA import partners (South Korea
and the United States) and its two smallest FTA import partners (Panama and New Zealand) at the time
CSFTA came into effect.
We ran our analysis twice for each economy – once using data for imports of goods in Singapore Dollars
(the importer’s currency) and once using a common currency that is not of the importer. Here we decided
to use the United States dollar, as it is the most commonly used currency for exports and imports across
the world 221.
Similar to the regressions carried out to find the impact of CSFTA on China-Singapore trade and that
looking at the impact of KSFTA on South Korea-Singapore trade, these regressions used goods trade data
only, due to the limited regularity of the publication of services trade data. What’s more, these regressions
do not attempt to prove that the relationship between certain variables and goods trade exists but rather
to estimate the impact of CSFTA on the Singapore’s trade in goods with other economies. These
regressions again included a number of variables that impact on trade such as GDP of the importing
economy, shipping costs and exchange rate movements, as well as seasonality variables and two FTA
variables. The FTA variables here attempt to quantify the impact of CSFTA on trade between Singapore
and its other FTA partners.
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Our econometric analysis suggest that CSFTA led to a fall in the sum of Singapore’s goods imports from its
other FTA partners in Singapore Dollars at the same time that it led to a rise in imports of goods in
Singapore Dollars from China. The impacts are statistically significant and would suggest the existence of
a spill-over effect (see Annex 5). When the regression is run using import data in United States Dollars, the
direction of both effects remain the same. However, this time, the negative impact of CSFTA on Singapore’s
goods imports from its FTA partners is not statistically significant at the 95 % confidence interval.
Analysing the impact on individual FTA partners, we find that, regardless of the currency used to measure
Singapore’s imports from its FTA partners, CSFTA had a negative impact on Singapore’s imports from South
Korea and the United States, Singapore’s largest FTA partners at the time. These results were statistically
significant at the 95 % confidence interval for both economies. Meanwhile, the impact of CSFTA on
Singapore’s imports from its smallest FTA partners was positive and significant in the case of Panama and
statistically insignificant in the case of New Zealand.
China currently accounts for 13 % of Singapore’s imports, which is more than the United States,
Singapore’s biggest import FTA partner at the time, accounted for when CSFTA came into effect. Given its
size and its importance to Singapore as an import partner – we suspect that the impact of EUSFTA on China
will be similar to the impact CSFTA had on the Singapore’s largest FTA partners at the time.
There are, of course, reasons to believe the spill-over impacts on China (and South Korea) of EUSFTA may
be slightly different to those which CSFTA had on Singapore’s trade with its FTA partners at the time it
came into effect. These include: diversity in cultural demand and trade patterns; the different extent to the
reduction in tariffs and non-trade barriers in CSFTA to EUSFTA (which we do not quantify here); and the
importance of goods trade relative to services trade on the countries with which Singapore was trading at
the time of CSFTA to that which Singapore has with its FTA partners now. However, these issues do not
point in a particular direction (i.e. towards either higher or lower impacts), so a reasonable expectation
would be similar impacts to CSFTA overall.

3.1.6 Overall trade impact assessment
We have examined EUKFTA as the reference case for EUSFTA. However, the impact is likely to be different
for the reasons mentioned above.
In the case of EU exporters to Singapore, the South Korean case is likely to provide an upper bound for
what may happen with EUSFTA. They will experience little change in tariffs whilst experiencing similar NTB
removals in some, albeit important, sectors.
In the case of Singaporean exports to the EU, the reverse is the case. Here, the reduction of tariffs likely to
be experienced is slightly higher than in the South Korean case (as mentioned earlier on a weighted
average basis EU tariffs on Singaporean goods are currently 5.4 % versus the 3.0 % weighted average tariff
South Korean exporters faced when trading with the Union pre-EUKFTA) and the rules of origin will also be
helpful, despite only relating to a small share of exports.
Neither the EU nor Singapore is experiencing the kind of tariff reduction in EUSFTA that the EU saw
In EUKFTA, but they are both (especially when NTB changes are considered) experiencing more
liberalisation than what South Korea achieved from the same deal. Since the latter resulted in no impact
and the former resulted in a 20 % increase in exports (20.1 %), it is reasonable to assume an impact for this
case somewhere in the middle.
Overall, then, we consider that a reasonable conjecture of the potential impacts, based on the experience
of EUKFTA plus adjusting for the differences in the starting points and contents of EUSFTA, should see both
parties gaining about half the increase in goods export volumes that the EU managed to achieve vis-à-vis
South Korea.
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So, this would imply that both parties will increase exports of goods by around 10 % over and above
what may have been the case without the agreement 222. There isn’t enough data to do the same analysis
we did on goods trade on services trade. But services exports are becoming increasingly important. As set
out in section 3.1.1, Singapore’s services trade appears to have a propensity to outgrow goods trade in
recent years (as it has been increasing its share in total exports). Given concessions on NTB removals in
services sectors, it may well be that bilateral services trade could grow by more than goods trade following
the entry into force of EUSFTA. However, there isn’t enough quantitative evidence to make a specific
projection for services. Therefore, we assume that services exports will increase by the same percentage,
over and above what may have been the case without the agreement, as goods will.
We note that these increases in exports are higher than those that the Commission’s CGE model
scenario concluded in the case of EU exports (3.6 % increase in Union’s exports to Singapore and 10.4 %
increase in Singapore exports to the Union). However, as mentioned earlier, this study was done with data
from 2007. It also uses different methodology to the regression analysis we use here and different
assumptions and scenario analysis.
Spill over effects are also likely to materialise; for China, we suspect these will be similar to the impact felt
by the United States and South Korea when Singapore signed CSFTA.

Whilst we recognise that exports do not constitute the full definition of trade, which also includes imports, it is exports that
add value to output. Moreover, one country’s imports are another’s exports.
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3.2

Investment

In this section, we consider the likely impact of EUSFTA on investment. We first evaluate recent investment
flows and their trends. Second, we review the economically significant aspects of the EU’s ‘new generation’
FTA with Singapore as they affect investment. Third, we analyse, using various techniques, how EUSFTA
will affect the trading patterns of the future. Finally, we set out our conclusions.

3.2.1 Investment flows between EU and Singapore
Investment and trade account for important components of Singapore’s economy. Indeed, as a proportion
of total output, investment is as important as trade (see Figure 10).
Figure 10: Average share of GDP (GDP) in Singapore between Q4 2007 and Q3 2017 (%)
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In 2015, the stock of Singapore’s FDI originating from the EU accounted for around a quarter (23 %) of
Singapore’s total stock of FDI (see Figure 11).
At SGD 290 billion in value terms, this EU originating stock was equivalent to 71 % of Singapore’s GDP.
The largest share of the stock of FDI is in financial services and its share of the stock of FDI has increased
over the past 15 years. However, the EU’s share of the total stock of financial FDI in Singapore has been
falling over the past ten years (from 35 % in 2006) and in 2015 was around 15 %. Meanwhile, financial and
insurance services has consistently accounted for around a third of Singapore’s FDI stock from the EU (see
Figure 12).
In contrast, and not surprisingly given the relative size of the economies, only about one per cent of EU
inward FDI stocks emanate from Singapore 223.

223

European Commission trade data.
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Figure 11: EU share of Singapore’s stock of FDI (%)
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Source: Department of Statistics Singapore. Note: In 2013, 2014 and 2015 data for ‘accommodation and food services’ and ‘other’ for the EU were
not available.

Figure 12: FDI from the EU in Singapore by component (%)
100
80
60
40
20
0
1998

1999

2000

2001

2002

2003

2004

2005

2006

Others
Real Estate Activities
Transport & Storage
Construction
Financial & Insurance Services

2007

2008

2009

2010

2011

2012

2013

2014

2015

Professional, Scientific & Technical Administrative & Support Services
Information & Communications
Accommodation & Food Service Activities
Wholesale & Retail Trade
Manufacturing

Source: Department of Statistics Singapore.

3.2.2 Significant aspects of EUSFTA for investment224
As WTO Members, Singapore and the EU are both parties to TRIMs and GATS (mode 3), both of which are
related to investment. The former is a trade provision that stipulates rules on discrimination against foreign
products, whilst the latter regulates how a service supplier of one WTO Member may supply services in the
territory of another WTO Member through a commercial presence. EUSFTA takes the countries’
At the time of writing it was understood that the original text of Chapter 9 of EUSFTA, on investment, was to be replaced by
new text. Significantly, it was understood that the investor-State Dispute resolution mechanism contained in the original Chapter
9 was to be replaced by an ICS mechanism. As the new text was unavailable at the time of writing, we have relied on EUSFTA's
text as of May 2015 which is publicly available at http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
224
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commitment to improving the flow of investment between them further than the provisions in these
agreements.
The impact on investment flows of EUSFTA’s investment provisions will come via two main channels,
EUSFTA’s investment protection provisions and the provisions on establishment.
Arguably, the biggest step EUSFTA will make is through allowing for greater investor protection through
an investor-State dispute resolution mechanism, which would allow investors to take action directly
against a State in certain circumstances.
Whilst legally the inclusion of an investor-State dispute resolution mechanism is a significant step, research
suggests that the impact of the inclusion of such provisions in FTAs on investment, and in particular FDI, is
limited. This is because there are more important determinants of FDI including investment market
access 225. It seems reasonable to assume that the investor state dispute resolution mechanism contained
in EUSFTA will also have a limited impact 226.
Meanwhile, EUSFTA's establishment provisions allow for better market access in certain sectors, although
to analyse their impact each sector would need to be analysed in detail, which is beyond the scope of this
study.
Different member states may have a relatively different experience. Thirteen Member States of the EU are
already party to a Member State BIT with Singapore 227. Nearly all the Member State BITs contain an investorState dispute resolution mechanism, and therefore the effect in respect of these thirteen Member States
may be somewhat limited, as investors of those Member States may not gain additional rights to make
claims against the Singaporean State in respect of the treatment of their investment as a result of EUSFTA
(and vice-versa for Singaporean investors). This is subject to consideration of the final text of Chapter 9 of
EUSFTA, on investment, which had not been finalised at the time of writing. Generally, because it is the
large economies that have Member State BITs with Singapore, the impact on investment of/to the EU as a
whole is likely to be limited.
Whilst the investment protection provisions of EUSFTA were subject to revision at the time of writing, the
investment protection provisions contained in the May 2015 text of EUSFTA would offer an additional layer
of protection for countries without a Member State BIT with Singapore. However, these tend to be the
smaller economies of the EU and, as mentioned above, research suggests the effect of these provisions will
be limited.
Further to the investment protection provisions and provisions on establishment, the opening of
government procurement markets will allow for greater investment to flow between Singapore and the
EU. EUSFTA also contains provisions liberalising cross-border supply of services which could have an
indirect impact on investment.
Overall, it seems the impact of EUSFTA’s investment provisions on investment relative to the current
regime will be positive but could be limited. However, other provisions in EUSFTA, not directly on
investment, could also have an impact on investment by boosting the general attraction of Singapore’s
investors to the EU and vice versa. This suggests that the impact on investment could still be significant.

225
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Brussels: European Central for International Political Economy, 2014.
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3.2.3 Estimation of the impact of EUSFTA on investment
General studies
Given that FTAs facilitate and protect investments between the partner countries, it is reasonable to think
that they would boost investment into a country. Studies on the impact of FTAs (which do not always
contain investor-State dispute resolution mechanisms) 228 on investment, and in particular on FDI, give a
mixed picture for the impact of such agreements on outward investment but mostly conclude positive
effects for inward investment.
Starting with outward FDI, Robert Reed et al. (2016) find this to be unrelated to participation in an FTA or
negatively affected by the same, after running a panel study on a number of countries between 1990 and
2006 229. However, a paper by Bae et al. from 2013 finds that FTAs in general encourage FDI by creating a
friendly environment230. This study looked at South Korea and its trading partners and finds that deals have
had a positive effect on South Korea’s outward FDI. South Korea’s investments abroad surged through the
FTAs, especially to developing countries.
Turning to inward FDI, this same study by Bae et al. concluded that FTAs stimulated inward FDI from high
income countries in South Korea’s case, but there isn’t much evidence of a rise in overall inward FDI as a
result of the FTA. This suggests that inward FDI from middle and lower income countries must have fallen.
Other studies, such as Nguyen Dam Khanh Linh et al. (2016), have found a more significant positive
relationship between FTAs and inward FDI when analysing the case for Vietnam 231. The paper ran a panel
study of 14 FTA partners of Vietnam and six non-FTA partner countries through 20 years from 1995 to 2014.
The authors find that the agreements induced greater inward investment from countries with which
Vietnam has an FTA but not from third-party countries.
Meanwhile, Bosworth and Collins (1999) found that FDI brings a one-to-one increase in domestic
investment 232. World Bank analysis has similarly suggested that an increase in capital flows equivalent to
one % of GDP leads to a 0.25 % increase in GDP 233.
However, the most relevant study for our analysis here is that by Findlay and Thangavelu (2011) which
focuses on the impact of FTAs on FDI in the Asia-Pacific region and in particular the impact of FDI flows
into Asian economies from OECD countries as a result of FTAs. The study finds that the benefits of a bilateral

There are a number of free trade agreements which do not contain an investor-State dispute settlement mechanism.
Examples include the Free Trade Agreement between the Swiss Confederation and the People's Republic of China, signed on 6
July 2013, entered into force on 1 July 2014, available at http://investmentpolicyhub.unctad.org/Download/TreatyFile/2751, and
the Agreement on the Establishment of a Free Trade Area between the Government of Israel and the Government of the United
States of America, signed on 22 April 1985, entered into force on 19 August 1985, available at
http://investmentpolicyhub.unctad.org/Download/TreatyFile/2403. It should be noted that a free trade agreement may not
include investor-State dispute settlement mechanisms because the parties to the free trade agreement already have a
mechanism in place in a pre-existing IIA. For example, the Free Trade Agreement between the People's Republic of China and the
Republic of Chile, which entered into force on 1 October 2006, does not contain an investor-State dispute resolution mechanism,
but the IIA between these nations, which entered into force on 1 August 1995, does.
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FTA could be substantial. Foreign direct inflows, when two countries are party to an agreement, could be
as high as 40 %.
In addition, there could be further benefits from joining a multilateral FTA. Using a country-pair fixed effects
model based on panel data from 43 countries this study shows that, based on these countries’ experiences,
being party to a multilateral trade agreement leads to an increase in FDI inflows of around six % (between
5.9 % and 6.3 %) 234.
This will mean that for countries in the EU with which Singapore does not currently have an investment
agreement, the resulting increase in FDI flows could be as high as 46 % after EUSFTA comes into effect.
That said, a lot of the large economies in the EU already have investment agreements with Singapore and
so the resulting increase in FDI flows in the EU as a whole is more likely to be closer to that of two parties
joining a multilateral FTA (between 5.9 % and 6.3 %).
This analysis was conducted on a number of different agreements and situations. It is not clear that the
same outcome in the study will materialise here for the economy of Singapore, or even the EU Member
States, when EUSFTA comes into effect. However, it wouldn’t be unreasonable to assume a similar
outcome. Note that, given that many current FTAs do not include investor-State dispute resolution
mechanisms, the impact on Singapore and the EU should be higher, albeit not by much given that investorState dispute resolution mechanisms have been shown to have a limited impact on investment 235.
The South Korean analogy
The investment section of EUSFTA is another example of how EUSFTA goes further than the trade
agreement that the EU agreed with South Korea which does not include investment protection provisions
or an investor-State dispute resolution mechanism.
That being said, both EUSFTA and EUKFTA offer greater openness for establishment i.e. those who wish to
start a company in the other’s country (to offer both goods and services) than under previous relationships
with the EU. As such, it is still useful to see what happened to investment between the EU and South Korea
after it signed its FTA with the Member States.
Data on the stock of FDI between Singapore and the countries with which it already has an investment
protection agreement do not go back far enough to show the instant impact of these agreements and not
enough to include the year in which they were signed. As such, it is difficult to look at the marginal impact
of the investment agreements it already has as part of it is missing. However, there is evidence that stocks
of foreign investment in each party have been increasing strongly.
The stock of FDI from the EU into South Korea rose by 40.6 % between 2012 and 2015, whilst that of South
Korea into the EU went up by 18.9 % (see Figure 13).
EUSFTA provisions on investment are deeper than in EUKFTA which does not include an investor-State
dispute resolution mechanism. As such, the impact on investment in Singapore could be assumed to be
slightly higher.
As the data is limited and subject to a wide range of industry-specific factors, we have not performed
econometric analysis of the EU – South Korea investment patterns.
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C. Findlay and S. Thangavelu, 'The Impact of Free Trade Agreements on Foreign Direct Investment in the Asia-Pasific Region',
in C. Findlay, C. (ed.), ASEAN+1 FTAs and Global Value Chains in East Asia. ERIA Research Project Report 2010-29, Jakarta: ERIA, 2011,
pp. 112-131.
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A. Berger, M. Busse, P. Nunnenkamp, and M. Roy, ‘More Stringent BITs, Less Ambiguous Effects on FDI? Not a Bit!’, Economics
Letters, Vol 112(3), 2011, pp. 270-272, and R. Abbott, F. Erixon, and M. Ferracane, Demystifying Investor-State Dispute Settlement
(ISDS) ECIPE Occasional Paper No. 5/2014.
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Figure 13: Stock of FDI in South Korea from the EU, inward (billions of Euros) and stock of FDI from
South Korea going to the EU, outward (billions of Euros)
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Sources: Capital Economics and Eurostat. Note these are data from Eurostat in the opposite direction. Hence ‘Inward’ FDI into South Korea is
proxied by ‘Outward’ FDI from the EU to South Korea and vice versa for ‘Outward’. Methodology for calculation of FDI statistics was changed
starting from 2013.

EUSFTA specific effects
In terms of its investment provisions, which were subject to change at the time of writing, EUSFTA is
generally more extensive in scope than EUKFTA. Therefore, in the case of investment, there is the potential
that the growth in reciprocal FDI will at least mirror that which was experienced between the EU and South
Korea.
Unlike EUKFTA, EUSFTA contains an investor-State dispute resolution mechanism (at the time of writing,
the nature of this mechanism was subject to change). This may help provide a supporting legal
environment that could encourage higher levels of investment. However, it should be noted that despite
their use (on average there have been 49 new cases started every year in the past decade), their effect is
sometimes uncertain and more often than not, limited 236.
That said, other provisions in EUSFTA, general to most FTAs, could lead to an increase in investment. As we
have noted, Singapore will be adding to its extensive complement of trade and economic cooperation
agreements. Indeed, it would be the first country to have such deals with all of the world’s largest
economies – the United States, China, the EU, Japan and India. This fact could lead to an investment boom
for the country.

3.2.4 Overall investment impact assessment
All told, there are good reasons for believing that the impacts on investment will be at least as strong as
with the EU – South Korea deal.
Of course, not all of the increase in EU – South Korea FDI stocks in the years since that agreement was
concluded can be attributed to the agreement. However, assuming that stocks would have
counterfactually grown in line with the rate of growth of real GDP, we find an incremental growth of 1.4 %
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A. Berger, M. Busse, P. Nunnenkamp, and M. Roy, ‘More Stringent BITs, Less Ambiguous Effects on FDI? Not a Bit!’, pp. 270-272,
and R. Abbott, F. Erixon, and M. Ferracane, Demystifying Investor-State Dispute Settlement (ISDS) ECIPE Occasional Paper No.
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per annum in the case of investment by EU entities in South Korea and 2.8 % per annum in the case of
investment by South Korean entities in the EU.
These may be considered to our expectations for EUSFTA’s investment impacts, founded on the May 2015
text of EUSFTA.

3.3

The macro-economy

In this section, we consider the overall impact of EUSFTA on Singapore and the EU. First, we review the
general prospects and our forecasts for the EU and Singaporean economies. Second, we use various
techniques to estimate the macroeconomic effects of the deal on Singapore and the EU.

3.3.1 Economy of Singapore
Singapore’s economy is currently enjoying a period of steady, albeit lacklustre, growth. After realising
annual average growth of roughly nine % in the years leading up to the financial crisis, the Southeast Asian
economy has since struggled to maintain this momentum.
Slowdowns in the global economy inevitably impact on Singapore’s small, open economy. Annual growth
dropped to roughly two % in 2016. Yet there has been a strong rebound over the past year, with official
figures suggesting that the economy expanded by around 3.5 % in 2017. A key factor has been an
improvement in export demand.
Figure 14: Singapore real GDP (GDP) growth (percentage year-on-year)
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While the island’s economy is expected to remain stable in the coming months, headwinds have been
rising. Unemployment has been slowly increasing amid a cooling labour market and business has
stagnated for many companies. Low levels of inflation have kept a lid on interest rate increases. Rising
interest rates could pose problems for Singapore’s heavily indebted households, who have binged
themselves on cheap debt over the last few years. Higher borrowing costs are also likely to weigh on the
property sector. Capital Economics’ Singapore analysts expect that these factors suggest a steady
slowdown in Singapore’s economy in 2018. Capital Economics published forecasts, which correctly
estimated GDP growth of 3.5 % in 2017, expect it to be 3.0 % in 2018 and then 2.5 % in 2019.
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Looking further ahead, a combination of tighter immigration controls, which have curbed labour force
growth, and reduced potential for productivity catch up mean potential growth has slowed. Capital
Economics’ Singapore analysts expect growth to average around two % over the medium-term.

3.3.2 Economy of the EU
The EU economy was hit hard by the global financial crisis, as the bloc suffered from a combination of
unsustainable budget deficits and debt and a lack of competitiveness. The economy fell into recession in
both 2008/9 and 2012/13 while average annual growth was broadly flat in the six years since the onset of
the crisis in the middle of 2008.
However, the EU economy as a whole has enjoyed a reasonably robust rebound in recent years. The annual
percentage change in GDP has averaged over two % in the period since the beginning of 2015, with no
individual quarter growing by less than 0.4 %.
Figure 15: EU (28) real GDP growth (percentage year-on-year)
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Overall the EU’s economic outlook appears relatively bright over the next couple of years, especially given
that the recent period of healthy growth has yet to cause meaningful inflationary pressure. There are risks,
including political instability in a number of Member States and the ongoing Brexit negotiations, but the
signs are that consumer and business confidence are holding up well and investment prospects are strong
because there is still a lot of lost ground to recover and financing conditions are supportive.

3.3.3 Estimation of the impact of EUSFTA on the macro-economies
The overall impact on GDP of an FTA can vary substantially from one country to the next – for example as
a result of the economy’s starting income levels. Evidence here is mixed. Some studies have found that, on
average, the higher income economy will benefit more, although this is not always the case 237. Meanwhile,
others argue that the developing economy usually gains more 238.
However, there are some studies which quantify the impact. An analysis by SEO Amsterdam Economics in
2016, looking into the effect of six potential EU FTAs on real output in the Netherlands, shows that the
237
238

SEO Amsterdam Economics, Impact of Six EU Free Trade Agreements on the Dutch Economy
H. Nkuepo, ‘Preferential trade agreements, trade creation and trade diversion’.
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impact of these on the Dutch economy would be expected to be in the range of -0.004 % of GDP (EUPhilippines FTA) to 0.21 % of GDP (EU-Australia FTA) 239.
Meanwhile, in the United Kingdom, HM Treasury analysis of several papers on the relationship between
trade volumes and GDP per capita concluded that the elasticity was likely in the 0.2 to 0.3 range240. Our
own literature review has not revealed any additional estimates. As such, based on these studies, it is
reasonable to think that the impact of an FTA on GDP could be approximately 0.25 % for every one %
increase in overall trade volumes.
The impact of an FTA on investment and the resulting impact on GDP is more nebulous as discussed earlier.
As mentioned, Findlay et al. (2011) show that being party to a multilateral trade agreement leads to an
increase in FDI inflows of around six % (between 5.9 % and 6.3 %) 241.
Furthermore, it has been found that a one % increase in FDI inflows results in 0.07 % increase in GDP in
China and 0.02 % increase in GDP in India (an average of 0.045 %) 242.
Impact on Singapore
As noted in the trade and investment chapters, our expectations for the impacts of EUSFTA on Singapore
over its first five years are:




A 10.0 % increase in trade volumes between Singapore and the EU, resulting in a 1.1 % increase
in Singapore’s total trade.
A higher EU FDI inflow of 7.3 % as a result of the multilateral trade agreement.

In the case of trade, based on the trade – growth relationship papers identified above, the 1.1 % increase
in trade volumes would lead to a 0.27 % increase in GDP.
In the case of investment, the 7.3 % increase in EU FDI (an increase in total FDI of 1.7 %), assuming the
average relationship between FDI and GDP found in Agrawal et al., would yield an increase in GDP of
0.08 %.
Hence, the combined effect is expected to be that Singaporean GDP will be 0.35 % higher.
Impact on the EU
As noted in the trade and investment chapters, our expectations for the impacts of EUSFTA on the EU over
its first five years are:




A 10.0 % increase in trade volumes between the EU and Singapore, resulting in a 0.2 % increase
in the EU’s total trade.
A higher Singapore FDI inflow of 14.5 % as a result of the multilateral trade agreement.

In the case of trade, based on the trade – growth relationship papers identified above, the 0.2 % increase
in trade volumes would lead to a 0.06 % increase in GDP.

SEO Amsterdam Economics, Impact of Six EU Free Trade Agreements on the Dutch Economy
That is, a 1 % increase in trade raises output per head by 0.2 % to 0.3%. See: HM Treasury, HM Treasury analysis: the long-term
economic impact of EU membership and the alternatives, HM Treasury, London, April 2016. Available at:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517415/treasury_analysis_economic_impact_
of_eu_membership_web.pdf.
241
C. Findlay and S. Thangavelu, 'The Impact of Free Trade Agreements on Foreign Direct Investment in the Asia-Pacific Region',
2011.
242
G. Agrawal and M. Khan, ‘Impact of FDI on GDP: A Comparative Study of China and India’, International Journal of Business and
Management, Vol 6, No 10, October 2011, pp. 71-79.
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In the case of investment, the 14.5 % increase in Singaporean FDI (an increase in total FDI of 0.1 %),
assuming the average relationship between FDI and GDP found in Agrawal et al., would yield an increase
in GDP of 0.01 %.
Hence, the combined effect is expected to be that EU GDP will be 0.06 % higher.
For comparison, the Commission’s report looking into the potential effects of EUSFTA in 2013, concluded
that the impact of EUSFTA on Singapore would be a 0.94 % increase in output whilst that of the EU was
effectively zero in percentage terms 243.

3.4

Impact according to the consulted stakeholders

3.4.1 Introduction
For the purposes of this study we conducted telephone and face-to-face interviews with stakeholders in
various sectors, including with representatives of business associations and trade unions 244, economic
operators who have an interest in both parties' markets, national diplomats, national administrations, and
Singaporean and EU officials 245. Our objective was to ensure a balanced and comprehensive coverage of
interests.
A high proportion of the respondents expressed the view that, despite the robustness of the existing trade
and investment relationship between the EU and Singapore 246, there were still various obstacles,
particularly relating to non-tariff and technical barriers to trade, and therefore much potential for EUSFTA
to further improve the bilateral relationship. There was general consensus among EU and Singaporean
respondents that enhanced economic cooperation between the EU and Singapore which is underpinned
by robust trade and investment links was desirable.

3.4.2 Services Market Access
The impact of both the EU and Singapore giving commitments on government procurement and services
markets which go beyond the WTO Rules was assessed by stakeholders as very significant, and beneficial
to both the EU and Singapore. Stakeholders considered that EUSFTA will bolster the already significant
presence of EU companies in Singapore 247, and will facilitate their entry into the wider ASEAN region 248. In
the stakeholders' view, the presence of EU companies in Singapore under preferential terms is very
important vis-à-vis their competitors. This is particularly because Singapore already has a number of
international trade agreements in place with other countries such as the US and Japan. According to the

European Commission, The Economic Impact of the EU – Singapore Free Trade Agreement, Luxembourg: Publications Office of
the EU, 2013.
244
The European Consumer Association we contacted declined to comment on EUSFTA given that they have not worked on the
agreement.
245
Please refer to Annex 7 for a list of stakeholders interviewed.
246
The stakeholders interviewed stated that the EU, as a bloc, is Singapore's third largest trading partner and biggest source of
FDI. Likewise, Singapore is the EU's largest trading partner in ASEAN, accounting for slightly under one-third of EU-ASEAN trade
in goods and services and about two-thirds of investments between the two regions. According to Singaporean officials, in 2016
the bilateral trade was valued at SGD 93 billion (EUR 58 billion).
247
It was noted that there are currently more than 13 000 EU companies in Singapore which use Singapore as a springboard to
access business opportunities in ASEAN, and a number of EU SMEs have chosen Singapore as their hub for their regional
operations in ASEAN. It was further reported that major EU companies considered Singapore as a credible partner for research
and development in areas such as smart cities and urban development, transport, science and technology. For example,
according to Singaporean stakeholders interviewed, companies such as Airbus, Maersk, Bayer, Solvay use Singapore as their
regional headquarters and/or R&D hub.
248
According to the stakeholders consulted, ASEAN is one of the fastest growing regions of the world with more than 600 million
inhabitants and a rapidly rising middle class, and therefore presents significant opportunities.
243
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stakeholders interviewed, the EU expects that financial, business 249, banking and transport services will
particularly benefit from EUSFTA.

3.4.3 Singaporean access to the EU
Stakeholders consulted noted that EUSFTA, which will grant Singapore enhanced access to the EU market
– the biggest trade bloc in the world with 500 million consumers – is significant for Singapore. In particular,
the impact of the EU eliminating tariffs for nearly all Singaporean goods, in conjunction with the reduction
of non-tariff and regulatory barriers in key sectors such as car exports, pharmaceuticals, electronics or
renewable energy generation was assessed as very significant by all the stakeholders interviewed. By way
of example, Singaporean respondents noted that under EUSFTA, Asian food products made in Singapore
can enter the EU tariff-free under liberal rules of origin, up to a combined quota of 1 250 tonnes annually.
As a result, products 'made in Singapore' will be more competitive compared to other ASEAN States. In
addition, the stakeholders interviewed expect that EUSFTA will further facilitate trade by reducing the
duplication of costly and burdensome procedures for product testing. Enhanced transparency and
cooperation in the essential Standards, Technical Regulations and Conformity Assessment Procedures
(STRACAP) areas, in conjunction with the marketing and labelling provisions of the agreement, will lead to
significant cost and time reductions in product testing, and to the overall facilitation of trade between
Singapore and the EU.

3.4.4 Liberalisation in the pharmaceutical sector
In view of most of the stakeholders' comments, the liberalisation of the pharmaceuticals sector is a key
benefit of EUSFTA, which will ensure greater transparency and a higher level of patent protection.
Stakeholders considered that these measures would improve the standard of healthcare in Singapore and
further enhance medical and scientific innovation in Singapore 250.

3.4.5 Opening of markets
The feedback shared by the stakeholders interviewed is that by further opening markets, EUSFTA should
support growth and jobs in the EU and Singapore, and bring benefits to EU and Singaporean consumers.
This will mainly occur by keeping prices down and providing consumers with greater choice and diversity
of quality products.

3.4.6 Sustainable development and protection of labour (Trade and Sustainable
Development provisions)
With regard to sustainable development issues, including the protection of workers' rights and
environmental protection, EU officials did not expect these issues to affect the successful implementation
of EUSFTA. However, EU trade unions took a more reserved position on these issues. In their view,
difficulties are likely to arise from the implementation of this chapter. Their concerns were mainly based
on the lack of sanction mechanisms in case of labour rights violations, as well as on the non-enforceability
of the trade and sustainable development chapter 251. Singaporean respondents have, however, stressed
that EUSFTA's chapter on trade and sustainable development is a comprehensive and robust one 252.
In the sense of any services which intend to support a business environment, such as professional, consulting, accounting,
shipping services and so on.
250
According to the stakeholders interviewed, in 2016 Singapore pharmaceuticals manufacturing amounted to SGD 30 billion.
Stakeholders expect Singaporean pharmaceuticals exports to increase further post-EUSFTA.
251
In the EU trade unions' view the enforceability of labour standards is a sine qua non condition to restore the imbalance
between the protection of private investor rights (with sanction mechanisms) and the workers' rights (without sanction
mechanisms).
252
In this respect, Singapore has committed to convene a panel of experts to resolve problems which cannot be otherwise
overcome.
249
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According to Singaporean stakeholders interviewed, Singapore has made a lot of steps towards
maintaining and enforcing high labour protection standards 253. To ensure implementation of the
employment standards and compliance with the employment law, stakeholders interviewed noted that
Singapore has put in place a number of methods ranging from guidelines, best practices, withdrawal of
licences so that employers cannot appoint foreign workers, to fines and jail penalties if employers refuse
to abide by the employment rules. Unlike EU trade unions, Singaporean stakeholders assessed the role of
the civil society 254 as being very effective, fast and less costly than the court proceedings.

3.4.7 Investment protection
As to the investment protection and the investor-State dispute resolution mechanism 255, the vast majority
of stakeholders interviewed expressed the view that EUSFTA's current provisions on protection standards
and the conduct of arbitrations are very detailed and precise. As such they would offer greater legal
certainty to prospective investors. Specific reference was made to the FET standard and incidents of
expropriation. EUSFTA's framework for increased market access and increased opportunities in public
procurement is meant to further boost investments on both Parties' markets. Singaporean stakeholders
interviewed stressed that as a result of EUSFTA more Singaporean companies may wish to set up offices in
the EU to manage their growing EU business from there 256. With EUSFTA providing better market access
for service providers and enhanced government procurement opportunities, Singaporean companies in
sectors such as transport and logistics, financial services, pharmaceuticals, infrastructure, energy and data
centres may also be keen to invest in the EU to capitalise on these opportunities.
We understand that Singapore has agreed to update the investor-State dispute resolution provisions in
EUSFTA to include the key features of the EU's ICS. According to the Singaporean stakeholders consulted,
Singapore shares the EU's firm belief in preserving the right of the Parties to regulate in the public interest
and ensure that investment disputes will be adjudicated in full accordance with the rule of law. Singapore
has been reportedly open to work with the EU towards creating a permanent multilateral investment court
which is the eventual goal of the ICS. It has been stressed by all the stakeholders interviewed that the
effectiveness of the investment provisions will be assessed once EUSFTA is entered into force and starts to
be implemented.

3.4.8 Intellectual Property Rights ('IPRs')
According to the stakeholders interviewed, EUSFTA will further increase the protection of IPRs in
Singapore. This will occur in three ways. First, Singapore has committed to an enhanced GI protection
regime and the establishment of a registry of GIs 257. This will allow consumers in Singapore to choose from
and immediately recognise a wide range of authentic and high quality EU products, including wines, spirits,
beers, cheese and cured meat 258. Second, EUSFTA ensures enhanced border enforcement measures for
The Singaporean stakeholders noted that the steps taken by Singapore include the enactment of internal employment
legislation which has improved the status of employees, and the better resolution of employment disputes through the
engagement of workers, trade unions, the Ministry of Manpower (so called 'tripartite approach'), and where necessary of the new
employment claims tribunal, and the industrial arbitration court.
254
In the sense of trade unions and non-government organisations.
255
At the time of writing and holding the interviews it was understood that the original text of Chapter 9 of EUSFTA, on
investment, was to be replaced by new text. Significantly, it was understood that the investor-State dispute resolution
mechanism contained in the original Chapter 9 was to be replaced by an ICS mechanism. As the new text was unavailable at the
time of writing, we have relied on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
256
By way of example, it has been reported that Singapore Precision Engineering and technology companies might be interested
in setting up their regional marketing presence in the EU and some of them might also consider investing in manufacturing
facilities.
257
In 2014 Singapore passed the new GI Act and is ready to commence operations of the GI registry upon EUSFTA's ratification.
258
According to the stakeholders consulted, with the new GI registry in place, upon successful registration of the GI, GI
registrants will get a certificate from the GI registry to prove ownership which can then be used in infringement proceedings.
253
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trade marks, copyright, GIs and designs, meaning that right holders will be able to seek assistance from
custom authorities to detain counterfeit goods. Third, producers of sound recordings will be entitled to
collect broadcasting and public performance royalties. Singapore's proposed IPR regime has been praised
by the stakeholders interviewed as a model chapter for the EU trade negotiations with other ASEAN States.

3.4.9 Potential improvements
Some of the stakeholders interviewed identified two areas which could be improved. The first is the reform
of EUSFTA's chapter on trade and sustainable development suggested by EU trade unions so as to include
an independent collective complaint mechanism which would trigger investigations into labour rights
abuses, as well as economic sanctions in case of labour rights violations. The second aspect relates to the
follow-up and proper monitoring of EUSFTA's implementation by the specialised committees, working
groups and domestic advisory groups as provided for in the text of the agreement. The stakeholders
interviewed emphasised that the specialised committees need to be formed quickly, be properly funded
and immediately implement any recommendations for improvements.

3.4.10 SMEs
In terms of concerns raised by some of the SMEs interviewed, reference was particularly made to the
potential reduction of trade flows between Singapore and some of its trade agreement partners, such as
ASEAN States or the US. In addition, it was pointed out that due to increased access to cheaper labour in
Asia (such as in Vietnam, Cambodia and China) via Singapore, EU SMEs may find it hard to compete on a
level playing field with Singaporean goods which could eventually be made with lower input costs. Locally
made goods and brands may also face fierce competition from more price competitive foreign brands.
Smaller firms may downsize, restructure or exit from the market, leading to unemployment and/or
reduction of wages due to the rise of cheaper imports 259.

3.4.11 Conclusion and implementation
It is notable that the majority of EU and Singaporean respondents did not identify any other potential
difficulties or disadvantages of EUSFTA. EU respondents have stressed that Singapore is a very open market
and a very open trading partner with whom the EU could easily and openly discuss any issue which might
arise during the implementation of the agreement. It has been pointed out by EU respondents that
Singapore takes its international commitments very seriously. As a result, the general view of stakeholders
was that there is no risk of EUSFTA being implemented unsuccessfully.
All stakeholders interviewed expressed their anticipation that EUSFTA enters into force as soon as possible.
That is particularly so given that Singapore will take over the chairmanship of ASEAN for 2018 and will
therefore be the coordinator for ASEAN-EU relations for a period of 3 years.
The majority of the stakeholders interviewed expressed their disappointment in the long delays in the
ratification process. All respondents are particularly concerned about an expeditious ratification of EUSFTA,
so that businesses can benefit from the agreement sooner rather than later. It has been pointed out that
EUSFTA is already 'old' and its provisions risk being rendered obsolete without EUSFTA having entered into
force yet. As to the current state of play, according to the stakeholders interviewed, the Commission is in
close consultations with the EU Member States and the European Parliament on the Court's ruling in case
2/15 and its impact on the architecture of EUSFTA. The feedback shared by the Singaporean stakeholders
interviewed is that the architecture of the future EU FTAs including EUSFTA is an internal matter which still
Registered GIs enjoy an enhanced level of protection in that GI owners are able to stop persons from using their GIs even if there
is no misrepresentation in the manner of use.
259
Singaporean SMEs in the food manufacturing sector raised concerns as to the complexity of the rules of origin of EUSFTA
which may raise transaction costs for their business. It might be very cumbersome for SMEs operating from Singapore to ensure
compliance with EUSFTA's accumulation rules and therefore benefit from EUSFTA's preferential rules of origin.
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remains open for the EU. Regardless of whether EUSFTA is to be split into two standalone agreements
consisting of an EU exclusive FTA and a bilateral investment agreement of mixed competence, the
stakeholders' main concern is that EUSFTA be ratified as soon as possible. Singaporean respondents
have repeatedly stressed that they fully respect the delimitation of competences between the EU and its
Member States and that Singapore will be pragmatic and open to discussions to best secure the early
ratification of EUSFTA.
As to EUSFTA's social impact, it has been reportedly stated by Singaporean respondents that the business
community, citizens, workers and consumers are looking forward to EUSFTA's entry into force. To this end,
business, trade associations and custom authorities in Singapore intend to hold seminars in early 2018 in
which interested stakeholders will be informed of their rights under EUSFTA, whether they are eligible to
preferential tariff treatment in the EU, services commitments etc. According to the stakeholders
interviewed, the principles of sustainable development contained in EUSFTA will support environmental
protection and social development. In addition, it was noted that environmental technologies might be
further developed. This is because rules to support trade and investment in such technologies will also be
simplified.
In summary, both the EU and Singaporean respondents assess EUSFTA as a very ambitious agreement
which will offer new opportunities for trade and investment and support jobs in the EU and Singapore.
EUSFTA will remove custom duties, increase opportunities for government procurement, open up service
markets, offer predictable provisions for investors, as well as set the basis for a very advanced IPR protection
regime. At a social level, EUSFTA contains safeguards which will hopefully ensure that the economic gains
do not come at the expense of fundamental human rights, social standards, governments' right to regulate,
and environmental and labour protection. In view of the stakeholders' comments, EUSFTA could serve as
a model for other bilateral FTAs the EU envisages to conclude with members of the ASEAN group. The
stakeholders interviewed stressed that EUSFTA is expected to serve as a benchmark for the EU's building
block approach towards a region-to-region EU-ASEAN FTA. Overall, Asia offers a great deal of trade and
political opportunities. It has been, therefore, reported that it is very important for the EU to have a leading
role as a trade actor in Asia. It is of vital importance for the EU to have a leading role in Singapore, which in
view of its particular characteristics as a country and as an economy, can serve as a hub for the Southeast
Asia and the wider Asian Pacific region.
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4.

Practical implications of Opinion 2/15

4.1

The Opinion of the Court of Justice of the EU in case 2/15

On 10 July 2015 the Commission by virtue of Article 218(11) of the Treaty on the Functioning of the EU
('TFEU') requested the Court of Justice of the EU ('Court') for its opinion on whether the EU had exclusive
competence to sign and conclude EUSFTA alone.
On 16 May 2017 the Court delivered its Opinion in case 2/15. In this Opinion, the Court found that EUSFTA
as it currently stands constitutes a mixed agreement. Accordingly, it needs to be signed and ratified both
by the EU and its individual Member States.
Overall, the Court's Opinion could be seen as a major victory for the EU. We say this because the Court did
not hesitate on several occasions to depart from the Advocate General's Sharpston narrower Opinion 260
and expressly confirmed the wide post-Lisbon interpretation 261 of the Common Commercial Policy
('CCP') 262. As a result, the Court acknowledged that almost the entire agreement, including areas, such as
transport, sustainable development and IPRs, fall under the EU's exclusive external competences.
The Court did so by effectively relying on a wide interpretation of the 'direct and immediate effect on trade'
criterion 263. The Court's ruling builds on the premise that most of EUSFTA's provisions relate to trade in
goods and services, are intended to promote, protect and facilitate this trade between the EU and
Singapore and have direct and immediate effects on such trade within the meaning of Article 207(1) TFEU.
They fall, therefore, within the exclusive competence of the EU pursuant to Article 3(1)(e) TFEU.
In particular, with regard to transport services, the Court concluded that the commitments relating to
international maritime transport 264, rail transport, road transport and to services inherently linked to
these 265, fell within the field of the common transport policy in contradistinction with the CCP of Article
207(1) TFEU. However, also in this case, the EU has implied exclusive external competence under Article
3(2) TFEU on the basis of the codified ERTA doctrine 266. That is because these are areas already covered by
a number of EU Regulations and Directives and the envisaged commitments may affect or alter their scope.
The Court confirmed settled case-law on this area according to which the risk that common EU rules might
be adversely affected by international commitments, or that the scope of those rules might be altered does
not presuppose that the areas covered by the international commitments and those covered by the

Advocate General's Sharpston Opinion in case 2/15, EU-Singapore Free Trade Agreement, ECLI:EU:C:2016:992. As opposed to
the Court's Opinion in case 2/15, the Advocate General found that transport services (paras 236-251), trade and sustainable
development (paras 490-504), as well as non-commercial aspects of IPRs (paras 451-456) fell within the competences shared
between the EU and its Member States. She also found that the provision obliging the Member States to terminate their Bilateral
Investment Treaties ('BITs') with Singapore (paras 396-398) fell within the Member States' exclusive competence.
261
C-414/11, Daiichi Sankyo and Sanofi Aventis Deutschland, ECLI:EU:C:2013:520, paras 46 and 48, Opinion 2/15, EU-Singapore Free
Trade Agreement, ECLI:EU:C:2017:376, para 141 ('Opinion 2/15').
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TFEU, Article 207(1).
263
Opinion 2/15, para 36, C-414/11, para 51, C-137/12, Commission v Council, ECLI:EU:C:2013:675, paras 57, 71, Opinion 3/15,
Marrakesh Treaty to Facilitate Access to Published Works, ECLI:EU:C:2016:657, para 61, C-347/03, Regione autonoma Friuli-Venezia
Giulia and ERSA, ECLI:EU:C:2005:285, para 75, C-411/06, Commission v Parliament and Council, ECLI:EU:C:2009:518, para 71.
264
In the Court's view the provisions on internal waterways transport services are of an ancillary nature and extremely limited in
scope. As such, they do not have the potential to affect the allocation of competences.
265
Including EUSFTA's provisions on public procurement in respect of these transport services.
266
Case 22/70, Commission v Council, ECLI:EU:C:1971:32, paras 17, 22. In ERTA judgment, the Court established the principle that,
where common rules have been adopted, regardless of their form, the Member States no longer have the right, acting
individually or even collectively, to undertake obligations with non-member countries which affect those rules. In these cases,
the EU has exclusive competence to conclude international agreements. See, also, Opinion 1/03, Nouvelle convention de Lugano,
ECLI:EU:C:2006:81, para 116, Opinion 1/13, Convention on the civil aspects of international child abduction, ECLI:EU:C:2014:2303,
para 71, C-467/98, Commission v Denmark, ECLI:EU:C:2002:625, paras 77, 82, 111.
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EU rules coincide fully. It is sufficient where those commitments fall within an area which is covered by
common rules to a large extent 267.
In addition, in light of the 'direct and immediate effect on trade' criterion and from a combined reading of
Articles 21 of the Treaty on the EU ('TEU') and Articles 205 and 207(1) TFEU, the Court concluded that the
objective of sustainable development forms an integral part of the CCP and as such it falls within the EU's
exclusive competence under Article 3(1)(e) TFEU 268. The Court clarified that this chapter does not intend to
regulate the levels of social and environmental protection in the parties' respective territories. By contrast,
its purpose is to govern trade between the EU and Singapore by making liberalisation of that trade subject
to the condition that the parties comply with their international obligations concerning social protection
of workers and environmental protection 269.
Ultimately, it is in respect of only two aspects of EUSFTA that in the Court's view, the EU is not endowed
with exclusive competence. The first aspect is investments that do not qualify as FDI 270, covered by Chapter
9 EUSFTA. The Court held that such investments fall within a competence shared between the EU and its
Member States pursuant to Articles 216(1), 63 and 4(2)(a) TFEU. The Court drew this conclusion on the basis
of the complementarity doctrine as originally formulated in Opinion 1/76 271. According to this doctrine,
whenever EU law has created for the EU Institutions powers within its internal system for the purpose of
attaining a specific objective, the EU has authority to enter into international commitments necessary for
the attainment of that objective, even in the absence of an express provision to that effect. Applying this
principle to the present case, the Court held that the free movement of capital and payments between the
Member States and third States, laid down in Article 63 TFEU, is not formally binding on third States. As a
result, the conclusion of an international agreement which would contribute to the establishment of such
free movement on a reciprocal basis may be necessary. The achievement of such free movement is one of
the internal market's objectives which in turn is shared between the EU and its Member States under
Article 4(2)(a) TFEU 272.
The second aspect, in regard of which the Court held that the EU enjoys shared competences with its
Member States, is the investor-State dispute resolution mechanism currently contained in Chapter 9
EUSFTA (at the time of writing the nature of this mechanism was subject to change) 273. The crucial element
which led the Court to adopt its ruling is a provision under which the host State irrevocably consents to
international arbitration rather than the jurisdiction of the domestic courts. In practice, it means that the
envisaged regime may remove disputes from the jurisdiction of the courts of the Member States. As such,
it cannot be established without the Member States' consent274. Surprisingly enough, the Court failed to
ground its ruling on the establishment of an investor-State dispute resolution mechanism on an

267
Case C-114/12, Commission v Council, ECLI:EU:C:2014:2151, paras 69-70 and the case-law cited there. See also Opinion 1/13,
para 73, Opinion 2/15, paras 180-181.
268
Opinion 2/15, paras 142-147, 152, 155-167.
269
Opinion 2/15, para 166.
270
Relying on a literal interpretation of Article 207(1) TFEU, the Court held that only foreign direct investments (covering both
their protection and admission)270 fall within the CCP of Article 207(1) TFEU and, therefore, within the EU's exclusive competence
under Article 3(1)(e) TFEU. See in this respect, Opinion 2/15, paras 79-82, 94-96, 109.
271
Opinion 1/76, Draft Agreement establishing a European laying-up fund for inland waterway vessels, ECLI:EU:C:1977:63, paras 3-4,
Opinion 2/94, Accession by the Community to the European Convention for the Protection of Human Rights and Fundamental
Freedoms, ECLI:EU:C:1996:140, para 26.
272
Opinion 2/15, paras 230-242, Opinion 1/13, para 67.
273
The Court's Opinion is based on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961. However, at the time of writing, it was understood that the original
text of Chapter 9 of EUSFTA, on investment, was to be replaced by new text. Significantly, it was understood that the investorState Dispute resolution mechanism contained in the original Chapter 9 was to be replaced by an ICS mechanism. As the new
text was unavailable at the time of writing, we have relied on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
274
Opinion 2/15, paras 292-293.
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appropriate legal basis in TFEU which grants to the EU shared competence to establish investor-State
dispute resolution mechanisms 275.
Last but not least, the Court ruled that there are no provisions of EUSFTA which fall within the exclusive
competences of the EU Member States.

4.2

Steps and procedures required for EUSFTA's signature, conclusion
and entry into force

In view of the Court's findings in Opinion 2/15 that portfolio investments and the investor-State dispute
resolution mechanism 276 fall under a competence shared between the EU and its Member States, EUSFTA
is to be qualified as a mixed agreement. Pursuant to settled case-law, in case of facultative mixity 277 such
as is the case in the present case where EUSFTA falls under EU's exclusive and shared powers, the ultimate
choice between a mixed agreement and an EU-only agreement is a matter which vests in the Council of
Ministers' ('Council') political discretion 278.
However, in this case the Court went on to explicitly state in its Opinion that 'several chapters of the
envisaged agreement cannot be approved by the EU alone' 279. In other words, the Court ruled that EUSFTA
must be signed and jointly concluded by the EU and its Member States. Whereas, as previously mentioned,
it is ultimately a matter for the Council, we understand that the Commission will take on board the Opinion
of the Court in Case 2/15 and either will propose to the Council that EUSFTA be concluded as a mixed
agreement or that EUSFTA be split into two separate agreements along the EU exclusive competence lines.
Before EUSFTA enters fully into force, the following steps must be concluded. First, EUSFTA must be signed.
Under Article 218(5) TFEU, the power to sign EUSFTA is vested in the Council which acts on a proposal by
the Commission. Once the Council adopts the decision to sign EUSFTA, a date for its signature will be
chosen. The President of the Council is authorised to designate the person empowered to sign the
international agreement on behalf of the EU subject to its conclusion. In the present case, the EU through
a representative (often the European Commissioner for Trade) and each of the 28 EU Member States
through their own representatives (who will be determined according to their national constitutional
procedures) must sign EUSFTA simultaneously. The signature does not mean that EUSFTA's provisions are
legally binding upon the signatory parties 280. However, EUSFTA's signature amounts to the parties' consent
to refrain from acts which would defeat the object and purpose of EUSFTA 281.
Opinion 2/00, Cartagena Protocol, ECLI:EU:C:2001:664, para 5.
Reference is made to the investor-State dispute resolution mechanism contained in the original Chapter 9 of EUSFTA as of
May 2015 which is publicly available at http://trade.ec.europa.eu/doclib/press/index.cfm?id=961. However, at the time of writing
it was understood that the original text of Chapter 9 of EUSFTA, on investment, was to be replaced by new text. Significantly, it
was understood that the investor-State dispute resolution mechanism contained in the original Chapter 9 was to be replaced by
an ICS mechanism.
277
For more information on the concepts of facultative as opposed to obligatory mixity, the reader is referred to A. Laurens,
Opinion 2/15 and the future of mixity and ISDS European Law Blog, 2017. Available at:
http://europeanlawblog.eu/2017/05/18/opinion-215-and-the-future-of-mixity-and-isds/, D. Thym, Mixity after Opinion 2/15:
Judicial Confusion over Shared Competences, Verfassungsblog, 2017. Available at: http://verfassungsblog.de/mixity-after-opinion
215-judicial-confusion-over-shared-competences/, D. Kleimann and K. Gesa, The Signing, Provisional Application and Conclusion of
Trade and Investment Agreements in the EU, the case of CETA and Opinion 2/15, EUI Working Paper RSCAS 2016/58, 2017. Available
at: http://cadmus.eui.eu/bitstream/handle/1814/43948/RSCAS_2016_58.pdf?sequence=1&isAllowed=y.
278
Advocate General Wahl in Opinion 3/15, paras 118-123 and Advocate General Sharpston in Opinion 2/15, paras 73-75.
279
See, for example, Opinion 2/15, paras 110, 244, 279, 282, 292, 304. The same view is shared by Advocate General Sharpston at
paras 556, 564, 570 of her Opinion.
280
Since the right of signature entails the power to take the final decision as to the content of an international agreement and
creates an impression on third parties as to the allocation of competences between the EU and its Member States, the decision as
to who has the right of signature is amenable to juridical review, see C-25/94, Commission v Council, ECLI:EU:C:1996:114, paras 29
37.
281
Article 18 of the Vienna Convention on the Law of Treaties, signed on 23 May 1969, entered into force on 27 January 1980.
Available at: http://legal.un.org/ilc/texts/instruments/english/conventions/1_1_1969.pdf.
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Second, under Article 218(6) TFEU, the Council must authorise EUSFTA's conclusion 282 following a proposal
by the Commission. To this effect, the European Parliament's consent is required. In practice, after EUSFTA
will be signed and before the Council adopts its decision on conclusion, the Council will ask the European
Parliament for its approval 283 and will send to it a draft decision to conclude the agreement together with
the full text of EUSFTA. The Council can take both decisions on the signing and conclusion of EUSFTA at
the same time.
Third, either EUSFTA as it currently stands or an investment agreement between the EU and Singapore 284,
which constitute mixed agreements, ought to be ratified by the EU and by every single national parliament
of the 28 EU Member States (including regional parliaments) pursuant to their domestic ratification
procedures. These national proceedings may vary from Member State to Member State, last a long time,
be very complicated and ultimately prejudicial to the attainment of the EU's external trade policy
objectives. We note that a single Member State could block the entry into force of a mixed agreement for
the entire EU by raising veto rights and refusing its ratification. This could be the case even when all the
other Member States have completed their respective ratification procedures together with the third
State 285.
However, it is well established that concerns relating to the need for unity and rapidity of external action
and to the difficulties which might arise where the EU and its Member States are to jointly conclude an
international agreement cannot have any effect whatsoever on the question of the allocation of
competences 286. At their end, Member States should refrain from excessively delaying or deliberately
nullifying the conclusion of international agreements, especially when the biggest part of them falls under
the EU's exclusive competence. Such conduct would contradict, among others, the unity of the internal
market, the spirit of the Lisbon Treaty, the rules on the allocation of competences, the Member States' duty
for sincere cooperation (Article 4(3) TEU) and the Court's settled case-law 287. Such conduct may also trigger
infringement proceedings by virtue of Article 258 TFEU.
Once the European Parliament has given its consent and – in case of a mixed agreement 288 – all the national
ratification procedures have been completed, the Council shall adopt its final decision to conclude the
agreement pursuant to the procedure and the voting rules of Articles 207(4), 218(6) and (8) TFEU 289.
In the sense of ratification.
The European Parliament gives its consent in a single vote by a majority of the votes cast.
284
At the time of writing it was understood that the original text of Chapter 9 of EUSFTA, on investment, was to be replaced by
new text. Significantly, it was understood that the investor-State dispute resolution mechanism contained in the original Chapter
9 was to be replaced by an ICS mechanism. At the time of writing it was also understood that the Commission envisaged splitting
EUSFTA into two separate agreements, i.e. a trade related agreement within the EU's exclusive competence and a mixed
investment agreement between the EU and Singapore. As the new text of the investment agreement was unavailable at the time
of writing, we have relied on EUSFTA's text as of May 2015 which is publicly available at
http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
285
G. Van der Loo, CETA's signature: 38 statements, a joint interpretative instrument and an uncertain future, Centre for European
Policy Studies, 31.10.2016. Available at: https://www.ceps.eu/publications/ceta%E2%80%99s-signature-38-statements-joint
interpretative-instrument-and-uncertain-future, G. Van der Loo and R. Wessel, 'The non-ratification of mixed agreements: Legal
consequences and solutions', Common Market Law Review, Vol 54(3), 2017, pp. 735-770., and D. Kleimann, and G. Kübek, The
Singapore Opinion or the End of Mixity as We Know It. Verfassungsblog, 2017. Available at: http://verfassungsblog.de/the
singapore-opinion-or-the-end-of-mixity-as-we-know-it/.
286
Opinion 1/08, General Agreement on Trade in Services (GATS), ECLI:EU:C:2009:739, para 127, Opinion 2/00, para 41.
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Opinion 1/08, para 136, C-28/12, Commission v Council, ECLI:EU:C:2015:282, paras 47, 54, C-246/07, Commission v Sweden,
ECLI:EU:C:2010:203, para 73, Opinion of the Advocate General Sharpson in case 2/15, para 568, Opinion 2/91, Conclusion of ILO
Convention No 170, ECLI:EU:C:1993:106, paras 36-38, Opinion 2/00, para 18.
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Specific reference is made either to EUSFTA's text as it currently stands or to a bilateral investment agreement between the EU
and Singapore.
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As to whether the Council will adopt its decision to sign, provisionally apply and conclude EUSFTA by qualified majority or
unanimity will ultimately depend on the exact legal basis upon which EUSFTA will rely. In line with the CETA saga we reasonably
presume that the Council's decisions will be adopted by qualified majority voting subject to the policy-specific unanimity
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The decisions of the Council which authorise the signing and conclusion of EUSFTA will be published in
the Official Journal of the EU together with the text of EUSFTA 290. Following the completion of the
ratification process, the Official Journal may also publish a notice indicating when EUSFTA will effectively
enter into force 291.
EUSFTA will enter into force when the EU, all its Member States and Singapore have exchanged written
notifications that the respective ratification proceedings have been completed or on a date agreed by the
Parties 292. However, a number of EUSFTA's provisions can be staged over time293. The full effects of EUSFTA
may take many years to be felt, particularly if the national ratification proceedings last a long time294. By
way of example, we note that the national ratification of EUKFTA lasted 4.5 years 295. However, given that
EUSFTA can be provisionally applied almost in its entirety, we believe that most of EUSFTA's trade-related
benefits are likely to be felt relatively soon, i.e. once it is signed 296.

4.3

Provisional application of EUSFTA

Either EUSFTA as it currently stands or an investment agreement between the EU and Singapore can be
provisionally applied pending completion of the procedures for conclusion. The ratio legis of the
provisional application is that a mixed agreement can apply before the completion of the long lasting and
burdensome domestic ratification procedures at the level of each individual Member State.
Pursuant to Article 218(5) TFEU, if the Council decides in favour of signing, it may also adopt a decision
authorising the provisional application of the agreement before its entry into force 297. The Council shall
adopt its decision on a proposal by the Commission pursuant to the voting rules of Articles 207(4), 218(6)
and (8) TFEU.
In addition, the text of EUSFTA itself explicitly provides for either full or partial provisional application of its
provisions (Article 17.12.4 EUSFTA). Pursuant to Article 17.12.4(a) EUSFTA will be provisionally applied from
the first day of the month following the date on which the EU and Singapore have notified each other of
the completion of the respective relevant procedures for provisional application.
In line with recent trade law precedents 298, the provisional application could safely apply to EUSFTA's
provisions over which the EU enjoys exclusive competence. In the present case, it means that the
provisional application could apply to the entire agreement save for the provisions on non-direct foreign
investments, the investor-State dispute resolution mechanism and certain ancillary related provisions299.
However, partial provisional application requires the agreement of Singapore. Indeed, under

EUKFTA: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2011_127_R_0001_01&from=EN.
CETA: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2017:011:FULL&from=EN.
291
EUKFTA: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2015:307:FULL&from=EN.
292
Article 17.12 (2) EUSFTA.
293
For instance EUSFTA eliminates virtually all tariffs over a five-year transition period from the date of its entry into force.
294
Specific reference is made to EUSFTA's text as it currently stands or to a bilateral investment agreement between the EU and
Singapore which constitute mixed agreements and which also need to be ratified at national level.
295
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Y. Devuyst, 'EU Law and Practice in the Negotiation and Conclusion of International Trade Agreements', Journal of
International Business and Law, Vol 12(2), 2014, pp. 259–316. Available at:
http://scholarlycommons.law.hofstra.edu/cgi/viewcontent.cgi?article=1240&context=jibl.
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This happened in case of EUKFTA (OJ L127/1, 14.5.2011) whilst in case of CETA the Council adopted two separate decisions,
one on CETA's signing (OJ L11/1, 14.1.2017) and one on its provisional application (OJ L11/1080, 14.1.2017).
298
With regard to CETA's provisional application, see OJ L11/1080, 14.1.2017. With regard to EUKFTA's provisional application,
see OJ L 127/1, 14.5.2011.
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At the time of writing it was understood that the original text of Chapter 9 of EUSFTA, on investment, was to be replaced by
new text. Significantly, it was understood that the investor-State dispute resolution mechanism contained in the original Chapter
9 was to be replaced by an ICS mechanism. As the new text was unavailable at the time of writing, we have relied on EUSFTA's
text as of May 2015 which is publicly available at http://trade.ec.europa.eu/doclib/press/index.cfm?id=961.
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Article 17.12.4(b) EUSFTA, Singapore can object to the partial provisional application of the agreement and
decide not to allow its provisional application.
It is important to note, however, that the Council, on a proposal by the Commission, may technically decide
to provisionally apply EUSFTA in its entirety adding a disclaimer that 'the provisional application shall respect
and does not prejudge the allocation of competences between the EU and the Member States'300. This is
particularly likely in the present circumstances where no provisions of EUSFTA fall under the Member
States' exclusive competences.
The Council's decision which will approve the signing and provisional application of EUSFTA on behalf of
the EU under Article 218(5) TFEU cannot incorporate in its body the approval of EUSFTA's provisional
application on behalf of the Member States, if any 301.
The date as of which EUSFTA will be provisionally applied will be published in the Official Journal of the EU
by the General Secretariat of the Council. The provisional application will last until the EU and all its
individual Member States have ratified EUSFTA pursuant to their national constitutional rules and EUSFTA
enters into force. However, pursuant to Article 17.12.4(c) EUSFTA 'a Party may terminate provisional
application by written notice to the other Party'. No matter whether a single EU Member State can terminate
the provisional application 302, i.e. can de facto block the application of provisions which fall under the CCP
and therefore under the EU's exclusive competence, the provisional application shall be lifted, if a national
ratification procedure fails.

4.4

Impact of the Court's ruling on other 'new-generation' FTAs

The Court's ruling in case 2/15 is binding only as to the delimitation of competences between the EU and
its Member States for the conclusion of EUSFTA. That notwithstanding, it would be a gross understatement
to state that the Court's findings in case 2/15 will have significant legal and political ramifications on any
other 'new-generation' FTA envisaged by the EU.
Indeed, the Court's ruling might have a significant impact on the negotiations and pending ratification
procedures of a number of FTAs, such as EUSFTA, the EU-Vietnam FTA and the EU-Japan EPA. Second, the
Court's ruling may affect the EU's status as an international trade actor vis-à-vis third states, including states
which have already entered into FTAs with the EU, and candidate states for EU Membership. We say this
because any future negotiations with third states 303 may be lengthier, more burdensome and more
demanding in view of the EU Member States' veto powers, which may result in requests for more
concessions before approval can be eventually obtained. Last but not least, the Court's ruling may also
affect the Commission's general approach on the architecture of other future 'new-generation' FTAs,
including EUSFTA.
There cannot be any doubt that the Court's landmark ruling in case 2/15 offers clear guidance and legal
certainty as to which trade-related areas fall under the CCP, and as such under the EU's exclusive external
competences, and which do not. This ruling can pave the way for the EU to conclude FTAs without
investment protection provisions in a relatively speedy and straightforward way. Such FTAs could be
concluded by a Council's decision following a proposal by the Commission subject to the European
D. Kleimann, and G. Kübek, The Singapore Opinion or the End of Mixity as We Know It. Verfassungsblog, 2017. Available at:
http://verfassungsblog.de/the-singapore-opinion-or-the-end-of-mixity-as-we-know-it/, pages 16 et seq.
301
C-28/12, paras 52-55.
302
G. Van der Loo and R. Wessel, 'The non-ratification of mixed agreements: Legal consequences and solutions', pages 21-22 and
D. Kleimann, and G. Kübek, The Singapore Opinion or the End of Mixity as We Know It. Verfassungsblog, 2017. Available at:
http://verfassungsblog.de/the-singapore-opinion-or-the-end-of-mixity-as-we-know-it/, page 20.
303
Reference is made to negotiations for the conclusion of comprehensive 'new-generation' FTAs which include provisions
falling under the EU Member States' shared competences, such as portfolio investments and investor-State dispute resolution
mechanisms.
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Parliament's consent. The national parliaments will not need to be involved in the ratification procedure.
By concluding such deals the EU could avoid the negative consequences of mixity, increase legal certainty
and the credibility of the EU's external trade policy, as well as strengthen the effectiveness of the CCP and
the unity in the international representation of the EU.
On the other hand, the Court's ruling casts shadows over the EU's pivotal investment policy agenda and its
ambition to conclude comprehensive 'new-generation' FTAs which include investment provisions. The
ruling constitutes a major blow to the EU's objective of establishing ICS and replacing Member States' IIAs
with third countries by EU-wide investment agreements with such third countries 304. In light of the Court's
ruling it appears that future EU investment agreements can only be concluded as mixed agreements,
unless and until the EU decides to adopt internal legislation in the field of portfolio investments (triggering
exclusive competence in light of the ERTA doctrine/Article 3(2)TFEU), and exclude investor-State dispute
resolution mechanisms from the scope of an agreement.
It remains to be seen how the Commission will decide to structure its future FTAs and what kind of
provisions it will include therein. One solution would definitely be for the Commission to split future trade
deals into 'EU-only' and 'mixed' if the Commission is still keen to include provisions on portfolio
investments and investor-State dispute resolution mechanisms in future deals 305. However, we note that
'splitting' agreements is not an easy task to achieve. First, it would be very difficult for the EU to draft a
chapter on investment that limits the definition of investment to FDI as there is no accepted defined
boundary between FDI and portfolio investment in EU law or international law jurisprudence. Second, the
EU's demand for EU-only deals may be vigorously contested by the Member States which are likely to insist
that mixed elements be added 306. All of these are political decisions which depend, amongst other things,
on the explicit consent of the third State concerned and the EU Member States' specific reactions.

Towards a comprehensive European international investment policy, COM(2010)343 final. Available at:
http://trade.ec.europa.eu/doclib/docs/2010/july/tradoc_146307.pdf.
305
On 6 September 2017 Belgium filed with the Court a request for a preliminary ruling on the compatibility of the ICS
mechanism included in CETA with the EU Treaties. Should the Court rule on the incompatibility of the ICS mechanism with the
EU Treaties, the Commission would be obliged to significantly amend if not entirely abolish ICS mechanisms from its 'new
generation' FTAs.
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G. Van der Loo, 'The Court's Opinion on the EU-Singapore FTA: Throwing off the shackles of mixity?', Centre for European Policy
Studies, May 2017, No 2017/17, pp. 7-8. Available at: https://www.ceps.eu/publications/court%E2%80%99s-opinion-eu
singapore-fta-throwing-shackles-mixity.
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5.

Conclusions and Policy Recommendations for the
European Parliament

5.1

Policy Recommendations

The main expectation addressed by both the EU and Singaporean sides is that EUSFTA should enter into
force as soon as possible. The main concerns about EUSFTA have been expressed by a number of SMEs.
Concerns raised by Singaporean SMEs mainly relate to EUSFTA's potential spill-over effects on Singapore's
existing trade flows with other trading partners, such as ASEAN States and the US. In addition, SMEs may
find it hard to compete on a level playing field with more price competitive foreign products. This may
subsequently lead to the smaller firms' exit from the market, reduction of wages and unemployment.
EU trade unions have also expressed some concerns related to the ratification of all fundamental
ILO Conventions by Singapore, the effective implementation of labour standards in practice and, overall,
the non-enforceability of the trade and sustainable development chapter. We note that no other particular
concerns or other serious obstacles either at a political or economic level have been identified. We
understand that this is due to Singapore's particular role as a country with a very advanced and open
economy. The effectiveness of the various provisions of EUSFTA such as the provisions on investment
protection, customs duties, elimination of NTBs to trade or the protection of labour standards will be
assessed once EUSFTA is implemented.
The following recommendations provide suggestions for the leading role of the European Parliament in
monitoring implementation of EUSFTA and, in particular, of its trade and sustainable development chapter.
The European Parliament should be fully engaged in the monitoring mechanism for implementation of
EUSFTA, and should be closely consulted at all stages of the monitoring process. Such engagement will
increase the transparency of the implementation of EU FTAs in general. This has also been the case with
EUKFTA, where the European Parliament's role in the monitoring and reporting on the implementation of
labour law standards and the protection of fundamental rights has been important 307. Once EUSFTA enters
into force, the European Parliament will have to ensure that commitments on labour rights and
environmental protection are implemented and used effectively, including by offering appropriate
support through cooperation programmes and open dialogue. In particular, the European Parliament
should monitor and ensure that Singapore ratifies the three remaining fundamental ILO Conventions
which it still has to ratify, including on the freedom of association 308. The European Parliament should
follow-up to ensure the protection of labour rights in practice and the definitive resolution of all the
problems identified.
The EU Working Groups and the other Specialized Committees provided for under EUSFTA should regularly
report to the European Parliament on their monitoring activities. They should also seek the European
Parliament's guidance on the specific measures they should take for the implementation, monitoring and
evaluation of policies to address in a timely manner any shortcomings or any breach of fundamental rights.

European Parliament, Resolution of 18 May 2017 on the implementation of the Free Trade Agreement between the EU and the
Republic of Korea, 2017, para 5. Available at: http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA
2017-0225+0+DOC+XML+V0//EN.
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Specific reference is made to the following fundamental ILO conventions: Convention 87-Freedom of Association and
Protection of the Right to Organise Convention, 1948, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:312232, Convention 105
Abolition of Forced Labour Convention, 1957, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312250:NO, Convention
111-Discrimination (Employment and Occupation) Convention 1958, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO:12100:P12100_INSTRUMENT_ID:312256:NO.
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The European Parliament should establish a mechanism within its own institution which would trigger
labour and environmental investigations, and which would build the expertise to monitor compliance with
international standards.
The European Parliament should organise dedicated pro-active outreach meetings and hold dedicated
sessions with stakeholders from across a broad spectrum to address expectations and concerns on their
part.
Given that EUSFTA, as it currently stands, covers areas of shared competence between the EU and its
Member States, coordination with the competent national authorities on the implementation of the
agreement may also be crucial. The European Parliament should consult representatives of national
parliaments or other national authorities to gather their views on effective implementation of EUSFTA. In
this respect, the European Parliament can take the lead in exchanging best practice in legislative and policy
changes to align with EUSFTA.

5.2

Conclusion

As noted in Chapter 1 of this study, the provisions of EUSFTA significantly liberalise trade between the EU
and Singapore when compared to the current trade relationship. Such liberalisation is not limited to tariff
reductions (indeed, Singapore already generally applies a de facto zero tariff regime) but also covers areas
such as services and technical barriers to trade.
As stated in Chapter 2 of this study, EUSFTA is broadly consistent with other 'new-generation' FTAs
negotiated by the EU, although differences can be observed, particularly in relation to investment
protection.
Chapter 3 of this study concludes that EUSFTA may contribute to a mild rise in both parties' GDP, and that
Singapore is likely to experience a greater rise in this regard. The overall stakeholder response to EUSFTA
has been positive, and the majority of stakeholders are keen for the agreement to enter into force.
However, some concerns have been raised in respect of EUSFTA's labour provisions and its potential effects
on SMEs.
Chapter 4 notes that the Court's Opinion in case 2/15 has made an important contribution to the
jurisprudence on the division of powers between the Institutions of the EU and its Member States, but
poses practical difficulties when FTAs negotiated by the EU contain investment protection provisions.
Overall, we believe that EUSFTA is likely to have a positive effect on trade and investment flows between
the EU and Singapore. Whilst it may be an attractive model for future FTAs between the EU and other
ASEAN States, negotiations for such agreements should take into account that Singapore has an open and
developed economy and a relatively small population. Adopting a 'copy-and-paste' approach to free trade
negotiations with other ASEAN States may prove problematic, as due regard should be had to the
particular characteristics of potential free trade partners.
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Annex 1: Examples of Rules of Origin Provisions in EUSFTA
Please note that references to 'chapters' in the below document are references to chapters of the
Harmonized System of tariff nomenclature and not to chapters of EUSFTA.
(a)

Finished women’s, girls, and babies clothing in chapter 62 – under the non-preferential EU
origin rules, origin is determined either by ‘complete making up’ i.e. all operations
following cutting of the fabric or knitting or crocheting of the fabric directly to shape have
to be performed. Under EUSFTA the origin rule is either a) weaving accompanied by
making up (including cutting) or b) manufacture from unembroidered fabric provided that
the value of the fabric used does not exceed 40 % of the ex works price of the product
accompanied by making–up (including cutting). Under EUKFTA, there is no separate rule
for women’s girls and babies clothing but there is a specific rule for the broader category
of articles of apparel and clothing accessories. Origin is determined by: (i) weaving
accompanied by making up; (ii) embroidering or coating accompanied by making up
provided that the value of unembroidered/uncoated fabric does not exceed 40 % of ex
works price; or (iii) making up provided by printing accompanied by at least preparatory
finishing operations provided that the value of unprinted fabric does not exceed 47.5 % of
ex works price. The origin rule of EUSFTA appears to offer more flexibility to achieve origin
than the non-preferential rule. It also seems to allow origin to be achieved by more
flexibility in manufacturing rather than clearly defined operations as in EUKFTA.

(b)

Monolithic integrated circuits under heading 8542 – under the EU non-preferential rules,
the location of the operation of ‘diffusion’ determines the origin of the product. Under
EUSFTA, the origin rule for integrated circuits is determined either by where diffusion takes
place or where less than 50 % of ex works price made up of non-originating parts, i.e. even
if diffusion doesn’t take place in Singapore, it could still be considered of Singapore origin
if non-originating parts are less than 50 % of the ex works price. Thus, it seems to offer more
flexibility than the non-preferential rules. In EUKFTA, origin of this product is determined
by: (i) diffusion; (ii) change of tariff heading (i.e. product has different tariff heading than
materials); and (iii) value of non-originating materials does not exceed 45 % of ex-works
price of the product. EUSFTA allows a higher level of non-originating materials than
EUKFTA.

(c)

For motor vehicles under chapter 87, there is no specific non-preferential origin rule and
therefore it falls on the standard definition of origin by the country where the product
underwent their ‘last, substantial, economically justified processing or working in an
undertaking equipped for that purpose and resulting in the manufacture of a new product or
representing an important stage of manufacture’. In EUSFTA, the origin rule for motor
vehicles is that non-originating materials should not exceed 40 % of the ex-works price of
the product. In EUKFTA, the origin rule is that non-originating materials should not exceed
45 % of ex works price. The origin rule of EUSFTA is more certain than the general rule and
also allows origin to be claimed even if the last substantial process has not taken place in
the country. EUKFTA is similar but allows a slightly higher level of non-originating
materials. This may reflect the fact that car exports to the EU are much more important for
South Korea than for Singapore and, thus, a stricter origin rule doesn’t work to the relative
disadvantage for Singapore.
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Annex 2: Examples of Sector-Specific Service Access Rules in
EUSFTA
(a)

For postal services, the EU has improved access to the Singaporean market. Articles 8.22
and 8.23 EUSFTA obligate parties to prevent anti-competitive practices in the postal sector
and to ensure the independence of regulatory bodies. Singapore also made specific
commitments in relation to mode 3 (establishment) for basic letter services subject to the
requirement that service suppliers are incorporated in Singapore. For express letter
services, no limitations at all were place on mode 3 market access. This compares with
Singapore’s obligations in the GATS where no commitments were made. EUSFTA also goes
significantly further than EUKFTA in opening up access to postal services. For postal
services, South Korea committed to set out principles of regulatory framework. It appears
that this has not happened. The most recent annual report from the Commission on the
implementation of EUKFTA (20.10.17 COM(2017) 614 final) stated 'Korea...needs to...accept
the principles of the regulatory framework for postal services'.

(b)

For commercial banking, while EUSFTA does not in itself offer the possibility of new full
bank licences being granted, those EU banks with qualifying full bank (QFB) privileges will
be allowed to establish an additional 25 customer service locations above the current limit
of 25 locations. Also QFBs may enter into arrangements with a local bank for access to the
ATM network of that bank. As stated above, although EUSFTA does not generally include
any MFN provisions on service commitments, uniquely for banking there is a limited
MFN provision. If Singapore commits with 3rd countries, with at least one full bank licence,
to offer one or more new full bank licences with QFB privileges after the date of this
Agreement comes into force, the number of additional new full bank licences with
QFB privileges will be offered to the EU. The exception to this is in relation to the USA. Other
than the EU, only Australia, China, India, Malaysia and the United States of America have
one or more full bank licences with QFB privileges. Also, if Singapore allows a foreign QFB,
other than from the US, to have more than 50 customer service locations, the same
privilege should also be given to the EU QFB. As is suggested by the US exception, the
US- Singapore FTA ('USSFTA') 309 gives more generous concessions to US banks. 18 months
after the date of entry into force of the USSFTA, quantitative limits on the number of
licenses with QFB privileges were lifted. Also, although initially QFBs were limited to 30
customer service locations under the USSFTA, after 2 years QFBs were free to establish any
number of customer service locations.

309
United States – Singapore Free Trade Agreement, signed on 6 May 2003, entered into force on 1 January 2004. Available at:
http://investmentpolicyhub.unctad.org/Download/TreatyFile/2650.
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Annex 3: CSFTA analysis
To assess the impact of CSFTA on trade flows between China and Singapore we ran regressions on their
exports data.
Bilateral volumes data between China and Singapore were not available for all goods traded between the
two countries and so our analysis uses values data.
We used the equation set out below on quarterly data.
Equation 1: Linear Regression Model used to analyse causality of reduction in tariffs on trade
between China and Singapore
lnChina value of goods exports to Singaporet = α + β1◦lnChina value of goods exports to Singaporet
1 + β2◦lnChina values of goods exports to Singaporet-4 + β3◦lnSingapore nominalGDPt +
β4◦lnSingapore nominalGDPt-1 + β5◦lnSingapore nominalGDPt-4 + β6◦lnBDIt + β7◦lnBDIt-1 + β8◦ lnBDIt-4 +
β9◦FTA_shockt + β10◦FTA_trendt + β11◦lnExchangeratet + β12◦lnExchangeratet-1 + β13◦lnExchangeratet-4
+ β14◦Q2seasonal + β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the value of China’s exports of goods to Singapore in local currency in any
quarter could be influenced by:








changes in the values of its exports of goods in the previous quarter (t-1) and the value of exports
of goods in the previous year (t-4) – measures of the current trading relationship;
changes in demand from its partner, as measured by the change in Singapore’s GDP (which we
include at time t, t-1 and t-4, where t is the current quarter);
changes in the exchange rate. Variations of this, measured as the number of Yuan per one
Singapore Dollar, are included to take into account what the exchange rate was at the current
quarter, the previous quarter and a year prior to account for a lagged response in demand for
China’s exports to the change in the exchange rate;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
changes to the trade relationship, which we measure by two variables, one which looks at the
shift impact of the FTA (FTA_shock) and one that highlights the increasing positive impact of an
FTA on trade between the partners over time – the trend impact. This we call FTA_trend in the
equation.

This argument is based on other studies’ findings on the determinants of export performance. Literature
has shown that certain relationships exist between exports on the one hand and GDP/importer income,
FTAs 310, the cost of shipping, as well as changes in the exchange rates 311 on the other. We incorporate these
into our regression model using time lags to take into account any prior changes in these variables which
may impact on exports at any given point in time. Given quarterly seasonality and that we have used
K. Head and T. Mayer, Gravity Equations: Workhorse, Toolkit, and Cookbook. This study uses a meta-analysis approach
combining 2 508 estimates from 159 papers. M. Cipollina, and L. Salvatici, L. Reciprocal trade agreements in gravity models: a
meta-analysis, pp. 63-80. This study uses a meta-analysis approach combining 1 872 estimates from 85 papers.
311
M. Belongia, Estimating Exchange Rate Effects on Exports: A Cautionary Note.
310
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quarterly data, we use time lags that take into account data at the previous quarter and a year before any
given date.
It is important to note that our analysis does not attempt to prove the above relationships or to
demonstrate the relationships between exports and the variables (GDP, cost of shipping etc.) hold, but
rather, knowing the relationship exists, it tries to find an estimate on the numerical impact of these
variables, and in particular one specific FTA, CSFTA, on China’s exports of goods to Singapore and
Singapore’s exports of goods to China. To do this it incorporates the two FTA variables, an FTA shock
variable that checks for a shift change and another for a trend change.
We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output. Our results and final model specifications are summarised in Table 9. We also ran the same
regression analysis using the relevant data for Singapore to find the impact of CSFTA on Singapore. These
results are summarised in Table 10.
Table 9: Final model specifications when dependent variable is natural log of China’s exports to
Singapore in value terms (local currency)
Final model specifications
Dependent variable

Ln China export values to Singapore

Adjusted R square

0.989

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

0.695

7.383

0.000

0.284

3.261

0.002

0.054

2.875

0.006

0.721

4.168

0.000

-0.706

-4.747

0.000

FTA shock

-0.043

-1.332

0.188

FTA trend

0.024

0.543

0.589

Q2 seasonal dummy

0.069

4.344

0.000

Q3 seasonal dummy

0.032

2.178

0.033

Ln China export values to
Singapore at t-1
Ln China export values to
Singapore at t-4
Ln exchange rate at t
Ln Singapore nominal GDP
at t
Ln Singapore nominal GDP
at t-1

Sources: Capital Economics and Thomson Reuters.

81

Policy Department, Directorate-General for External Policies

Table 10: Final model specifications when dependent variable is natural log of Singapore’s exports
to China in value terms (local currency)
Final model specifications
Dependent variable

Ln Singapore export values to China

Adjusted R square

0.991

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

Ln Singapore exports to
China at t-1

1.004

17.695

0.000

Ln BDI at t

0.155

5.742

0.000

Ln BDI at t-1

-0.072

-2.217

0.030

-0.540

-5.527

0.000

0.434

5.548

0.000

FTA shock

0.067

1.862

0.067

FTA trend

0.086

2.113

0.039

Ln China nominal GDP at
t-1
Ln China nominal GDP at
t-4

Sources: Capital Economics and Thomson Reuters.
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Annex 4: KSFTA analysis
To assess the impact of KSFTA on trade flows between South Korea and Singapore we ran regressions on
their exports data.
We used the equation set out below on quarterly export values data 312.
Equation 2: Linear Regression Model used to analyse causality of reduction in tariffs on trade
between South Korea and Singapore
lnSouth Korea value of goods exports to Singaporet = α + β1◦lnSouth Korea value of goods exports
to Singaporet-1 + β2◦lnSouth Korea values of goods exports to Singaporet-4 + β3◦lnSingapore
nominalGDPt + β4◦lnSingapore nominalGDPt-1 + β5◦lnSingapore nominalGDPt-4 + β6◦lnBDIt +
β7◦lnBDIt-1 + β8◦ lnBDIt-4 + β9◦FTA_shockt + β10◦FTA_trendt + β11◦lnExchangeratet + β12◦lnExchangeratet-1
+ β13◦lnExchangeratet-4 + β14◦Q2seasonal + β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the value of South Korea’s exports of goods to Singapore in local currency in
any quarter could be influenced by:








312

changes in the values of its exports of goods in the previous quarter (t-1) and the value of goods
exports in the previous year (t-4) – measures of the current trading relationship;
changes in demand from its partner, as measured by the change in Singapore’s GDP (which we
include at time t, t-1 and t-4, where t is the current quarter);
changes in the nominal exchange rate. Variations of this, measured as the number of Singapore
Dollars per one South Korean Won, are included to take into account what the exchange rate was
at the current quarter, the previous quarter and a year prior to account for a lagged response in
demand for South Korea’s exports to the change in the exchange rate;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
changes to the trade relationship, which we measure by two variables, one which looks at the
shift impact of the FTA (FTA_shock) and one that highlights the increasing positive impact of an
FTA on trade between the partners over time – the trend impact. This we call FTA_trend in the
equation.

Bilateral volumes data between South Korea and Singapore were not available and so our analysis uses values data.

83

Policy Department, Directorate-General for External Policies

This argument is based on other studies’ findings on the determinants of export performance. Literature
has shown that certain relationships exist between exports on the one hand and GDP/importer income 313,
FTAs 314, the cost of shipping, as well as changes in the exchange rates 315 on the other. We integrate these
into our regression model using time lags to take into account any prior changes in these variables which
may impact on exports at any given point in time. Given quarterly seasonality and that we have used
quarterly data, we use time lags that take into account data at the previous quarter and a year before any
given date.
It is important to note that our analysis does not attempt to prove the above relationships or to
demonstrate the relationships between exports and the variables (GDP, cost of shipping etc.) hold, but
rather, knowing the relationship exists, it tries to find an estimate on the numerical impact of these
variables, and in particular one specific FTA, KSFTA, on South Korea’s exports of goods to Singapore and
Singapore’s exports of goods to South Korea. To do this it incorporates the two FTA variables, an FTA shock
variable that checks for a shift change and another for a trend change.
We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output.
Our results and the final model specifications are summarised in Table 11. We also ran the regression on
Singapore’s exports to South Korea using the relevant data for Singapore. The results of this are
summarised in Table 12.
Table 11: Final model specifications when dependent variable is natural log of South Korea’s
exports to Singapore in value terms (local currency)
Final model specifications
Dependent variable

Ln South Korea export values to Singapore

Adjusted R square

0.965

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

Ln South Korea exports to
Singapore at t-1

0.656

7.855

0.000

Ln exchange rate at t

0.152

2.969

0.004

Ln Singapore nominal GDP
at t

0.609

4.693

0.000

FTA shock

-0.07

-0.129

0.898

FTA trend

-0.433

-4.792

0.000

Q2 seasonal dummy

0.071

3.106

0.003

Sources: Capital Economics and Thomson Reuters.

I. Martínez-Zarzoso, L. García-Menéndez, and C. Suárez-Burguet, Impact of Transport Costs on International Trade: The Case of
Spanish Ceramic Exports, pp. 179-198.
314
K. Head and T. Mayer, Gravity Equations: Workhorse, Toolkit, and Cookbook. This study uses a meta-analysis approach
combining 2 508 estimates from 159 papers. M. Cipollina, and L. Salvatici, L. Reciprocal trade agreements in gravity models: a
meta-analysis, pp. 63-80. This study uses a meta-analysis approach combining 1 872 estimates from 85 papers.
315
M. Belongia, Estimating Exchange Rate Effects on Exports: A Cautionary Note
313
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Table 12: Final model specifications when dependent variable is natural log of Singapore’s exports
to South Korea in value terms (local currency)
Final model specifications
Dependent variable

Ln Singapore export values to South Korea

Adjusted R square

0.963

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

Ln Singapore export values
to South Korea at t-1

0.339

3.124

0.003

Ln BDI at t

0.148

3.417

0.001

Ln exchange rate at t-1

0.092

2.369

0.021

Ln South Korea nominal
GDP at t

0.699

4.418

0.000

FTA shock

0.051

1.048

0.299

FTA trend

-0.129

-1.217

0.228

Q2 seasonal dummy

-0.098

-3.305

0.002

Q3 seasonal dummy

-0.091

-2.926

0.005

Q4 seasonal dummy

-0.113

-3.372

0.001

Sources: Capital Economics and Thomson Reuters.
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Annex 5: Spill-over effects analysis
To test for the likely spill-over effects we ran regression analysis on Singapore’s imports from China since
CSFTA came into effect. We then analysed the impact this same CSFTA had on Singapore’s imports from its
FTA partners.
To estimate the impact of CSFTA on Singapore’s imports from China and China’s imports from Singapore
we ran regression analysis on import values data. Bilateral volumes data were not available.
We used the following equation:
Equation 3: Linear Regression Model used to analyse causality of reduction in tariffs on trade
between China and Singapore
lnSingapore value of goods imports from Chinat = α + β1◦lnSingapore value of goods imports from
Chinat-1 + β2◦ lnSingapore value of goods imports from Chinat-4 + β3◦lnSingapore nominalGDPt +
β4◦lnSingapore nominalGDPt-1 + β5◦lnSingapore nominalGDPt-4 + β6◦lnBDIt + β7◦lnBDIt-1 + β8◦ lnBDIt-4 +
β9◦FTA_shockt + β10◦FTA_trendt + β11◦lnExchangeratet + β12◦lnExchangeratet-1 + β13◦lnExchangeratet-4
+ β14◦Q2seasonal + β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the value of Singapore’s goods imports from China in Singapore Dollars in any
quarter could be influenced by:








changes in the values of its goods imports in the previous quarter (t-1) and the value of goods
imports in the previous year (t-4) – measures of the current trading relationship;
changes in demand for China’s exports, as measured by the change in Singapore’s GDP (which
we include at time t, t-1 and t-4, where t is the current quarter);
changes in the nominal exchange rate. Variations of this, measured as the number of Chinese
Yuan per one Singapore dollar, are included to take into account what the exchange rate was at
the current quarter, the previous quarter and a year prior to account for a lagged response in
demand for China’s exports to the change in the exchange rate;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
changes to the trade relationship, which we measure by two variables, one which looks at the
shift impact of the FTA (CSFTA_shock) and one that highlights the increasing positive impact of
an FTA on trade between the partners over time – the trend impact. This we call CSFTA_trend in
the equation.

This argument is based on other studies’ findings on the determinants of export performance. Literature
has shown that certain relationships exist between exports on the one hand and GDP/importer income 316,
FTAs 317, the cost of shipping, as well as changes in the exchange rates 318 on the other. We integrate these
316
I. Martínez-Zarzoso, L. García-Menéndez and C. Suárez-Burguet, Impact of Transport Costs on International Trade: The Case of
Spanish Ceramic Exports, pp. 179-198.
317
K. Head and T. Mayer, Gravity Equations: Workhorse, Toolkit, and Cookbook. This study uses a meta-analysis approach
combining 2 508 estimates from 159 papers. M. Cipollina, and L. Salvatici, L. Reciprocal trade agreements in gravity models: a
meta-analysis, pp. 63-80. This study uses a meta-analysis approach combining 1 872 estimates from 85 papers.
318
M. Belongia, Estimating Exchange Rate Effects on Exports: A Cautionary Note
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into our regression model using time lags to take into account any prior changes in these variables which
may impact on exports at any given point in time. Given quarterly seasonality and that we have used
quarterly data, we use time lags that take into account data at the previous quarter and a year before any
given date.
It is important to note that our analysis does not attempt to prove the above relationships or to
demonstrate the relationships between exports and the variables (GDP, cost of shipping etc.) hold, but
rather, knowing the relationship exists, it tries to find an estimate on the numerical impact of these
variables, and in particular one specific FTA, CSFTA, on Singapore’s imports from China and other countries.
To do this it incorporates the two FTA variables, an FTA shock variable that checks for a shift change and
another for a trend change.
We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output.
We ran the regression also using import data denominated in United States Dollars. The co-efficients and
key statistics results of the CSFTA variables are summarised in Table 13.
We then analysed the impact this same CSFTA had on Singapore’s imports from its FTA partners at the time
CSFTA came into effect. We did this in two ways. First we tried to estimate the impact CSFTA had on all of
Singapore’s imports from FTA partners by using data on the sum of their imports. We did this using the
following equation:
Equation 4: Linear Regression Model used to analyse causality of CSFTA on trade between
Singapore and its FTA partners at the time when CSFTA came into effect
lnSingapore value of goods imports from FTA partnerst = α + β1◦lnSingapore value of goods
imports from FTA partnerst-1 + β2◦ lnSingapore value of goods imports from FTA partnerst-4 +
β3◦lnSingapore nominalGDPt + β4◦lnSingapore nominalGDPt-1 + β5◦lnSingapore nominalGDPt-4 +
β6◦lnBDIt + β7◦lnBDIt-1 + β8◦ lnBDIt-4 + β9◦CCSFTA_shockt + β10◦CSFTA_trendt + β11◦lnExchangeratet +
β12◦lnExchangeratet-1 + β13◦lnExchangeratet-4 + β14◦Q2seasonal + β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the value of the sum of Singapore’s goods imports from its FTA partners in
Singapore Dollars in any quarter could be influenced by:








changes in the values of its goods imports in the previous quarter (t-1) and the value of goods
imports in the previous year (t-4) – measures of the current trading relationship;
changes in demand for its FTA partners’ exports, as measured by the change in Singapore’s GDP
(which we include at time t, t-1 and t-4, where t is the current quarter);
changes in the nominal exchange rate. Here the nominal effective exchange rate, which is a tradeweighted exchange rate. This is more encompassing than using a specific FTA partner’s exchange
rate only. The nominal effective exchange rate is also Singapore’s main monetary policy tool.
Variations of this are included to take into account what the exchange rate was at the current
quarter, the previous quarter and a year prior to account for a lagged response in demand for the
FTA partners’ exports to the change in the exchange rate;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
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the coming into effect of China’s FTA with Singapore (CSFTA), which we measure by two
variables, one which looks at the shift impact of the FTA (CSFTA_shock) and one that highlights
the increasing positive impact of an FTA on trade between the partners over time – the trend
impact. This we call CSFTA_trend in the equation.

We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output. We also ran the regression using import data denominated in United States Dollars.
Then, we analysed the impact this same CSFTA had on particular FTA partners of Singapore. We looked at
Singapore’s largest two FTA partners by share of Singapore’s total imports in 2009 when CSFTA came into
effect (the United States and South Korea) and the smallest two FTA partners (Panama and New Zealand).
For this, we used the following equation:
Equation 5: Linear Regression Model used to analyse causality of CSFTA on trade between
Singapore and its FTA partners at the time when CSFTA came into effect
lnSingapore value of goods imports from FTA partnert = α + β1◦lnSingapore value of goods imports
from FTA partnert-1 + β2◦ lnSingapore value of goods imports from FTA partnert-4 + β3◦lnSingapore
nominalGDPt + β4◦lnSingapore nominalGDPt-1 + β5◦lnSingapore nominalGDPt-4 + β6◦lnBDIt +
β7◦lnBDIt-1 + β8◦ lnBDIt-4 + β9◦CCSFTA_shockt + β10◦CSFTA_trendt + β11◦lnExchangeratet +
β12◦lnExchangeratet-1 + β13◦lnExchangeratet-4 + β14◦Q2seasonal + β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the value of Singapore’s goods imports from an FTA partner in Singapore
Dollars in any quarter could be influenced by:









changes in the values of its goods imports in the previous quarter (t-1) and the value of goods
imports in the previous year (t-4) – measures of the current trading relationship;
changes in demand for its FTA partner’s exports, as measured by the change in Singapore’s GDP
(which we include at time t, t-1 and t-4, where t is the current quarter);
changes in the nominal exchange rate. Variations of this, measured as the number of FTA
partner’s currency per one Singapore dollar (bar for South Korea’s exchange rate which is
measured as the number of Singapore dollar per South Korean Won) are included to take into
account what the exchange rate was at the current quarter, the previous quarter and a year prior
to account for a lagged response in demand for the FTA partner’s exports to the change in the
exchange rate 319;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
the coming into effect of China’s FTA with Singapore (CSFTA), which we measure by two
variables, one which looks at the shift impact of the FTA (CSFTA_shock) and one that highlights
the increasing positive impact of an FTA on trade between the partners over time – the trend
impact. This we call CSFTA_trend in the equation.

319
Note that for Panama the Singapore dollar’s exchange rate with the United States dollar was used. Panama uses the United
States dollar as legal tender and Panama’s Balboa has equalled one United States dollar since the start of the twentieth century.
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We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output.
We ran the regression also using import data denominated in United States Dollars. The coefficients and
key statistics results of the CSFTA variables are summarised in the table below.
Table 13: Key results on CSFTA shock and CSFTA trend variables from regressions trying to find
impact of CSFTA coming into effect on Singapore’s imports from China and other FTA partners
CSFTA shock

Adjusted R
square of
model

Standardised Coefficient ( β )

CSFTA trend

t-stat

Sig.

Standardised Coefficient ( β )

t-stat

Sig.

China (party to the FTA): China and Singapore’s FTA came in effect in 2009.
US dollars

0.981

0.080

1.978

0.052

0.084

1.808

0.076

Singapore
dollars

0.978

0.075

1.601

0.115

0.120

2.288

0.026

All Singapore FTA partners at time CSFTA came into affect (where exports as a share of Singapore total exports where greater than 1 per cent)*
US dollars

0.974

0.005

0.083

0.934

-0.239

-1.901

0.062

Singapore
dollars

0.936

-0.138

-2.067

0.043

-0.247

-2.590

0.012

South Korea: South Korea and Singapore’s FTA came in effect in 2006.
US dollars

0.976

-0.153

-2.140

0.036

-0.346

-5.988

0.000

Singapore
dollars

0.969

-0.196

-2.375

0.021

-0.396

-5.901

0.000

United States: US and Singapore’s FTA came in effect in 2003.
US dollars

0.950

-0.206

-3.158

0.002

-0.336

-4.739

0.000

Singapore
dollars

0.867

-0.317

-3.260

0.002

-0.453

-4.011

0.000

Panama: Panama and Singapore’s FTA came in effect in 2006.
US dollars

0.211

0.016

0.058

0.954

1.559

3.520

0.001

Singapore
dollars

0.199

0.387

1.321

0.191

1.731

3.617

0.001

New Zealand: New Zealand and Singapore’s FTA came in effect in 2001.
US dollars

0.908

0.099

1.135

0.261

-0.113

-1.022

0.311

Singapore
dollars

0.856

0.072

0.700

0.487

-0.089

-0.697

0.489

Sources: Capital Economics, Thomson Reuters and IE Singapore. *This therefore excludes Jordan. Green and bold numbers denote outcomes for
the CSFTA shock variable which were statistically significant at the 95 % confidence interval.

89

Policy Department, Directorate-General for External Policies

Annex 6: EUKFTA analysis
To test for the likely impact of EUSFTA on trade flows between Singapore and the EU we ran regression
analysis on the equation set out below on quarterly data from South Korea. South Korea’s agreement with
the EU (EUKFTA) is the best analogue to EUSFTA and has not been in effect long enough (six years) for
robust analysis to be done on the trade data to find its impact.
Equation 6: Linear Regression Model used to analyse causality of reduction in tariffs on trade
between the EU and South Korea
lnKorea volume of goods exports to EUt = α + β1◦lnKorea volume of goods exports to EUt-1 +
β2◦lnKorea volumes of goods exports to EUt-4 + β3◦lnEUrealGDPt + β4◦lnEUrealGDPt-1 +
β5◦lnEUrealGDPt-4 + β6◦lnnominalBDIt + β7◦lnnominalBDIt-1 + β8◦ lnnominalBDIt-4 + β9◦FTA_shockt +
β10◦FTA_trendt + β11◦lnExchangeratet + β12◦lnExchangeratet-1 + β13◦lnExchangeratet-4 + β14◦Q2seasonal
+ β15◦Q3seasonal + β16◦Q4seasonal + Ω
The equation stipulates that the volume of South Korea’s exports of goods to the EU in any quarter, proxied
by data on the EU’s volume imports of goods from South Korea, could be influenced by:








changes in the volumes of its exports of goods in the previous quarter (t-1) and the volume of
exports of goods in the previous year (t-4) – measures of the current trading relationship;
changes in demand from its partner, as measured by the change in the EU’s real GDP (which we
include at time t, t-1 and t-4, where t is the current quarter);
changes in the bilateral exchange rate. Variations of this, measured as the number of South
Korean Won per one Euro, are included to take into account what the exchange rate was at the
current quarter, the previous quarter and a year prior to account for a lagged response in demand
for South Korea’s exports to the change in the exchange rate;
changes in the cost of exporting measured here by the quarterly average of the Baltic Dry Index.
The average for t, t-1 and t-4 are all included;
seasonality, measured by quarterly seasonal dummy variables; and
changes to the trade relationship, which we measure by two variables, one which looks at the
shift impact of the FTA (FTA_shock) and one that highlights the increasing positive impact of an
FTA on trade between the partners over time – the trend impact. This we call FTA_trend in the
equation.

We have taken the natural log of each of the variables, bar the seasonality and FTA variables, to standardise
the output.
Our results and the final model specifications are set out in Table 14. We also ran the regression on the EU’s
exports using relevant data. Our results are summarised in Table 15.
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Table 14: Final model specifications when dependent variable is natural log of South Korea’s
exports to the EU in volume terms*
Final model specifications
Dependent variable

Ln Korea export volumes to the European Union

Adjusted R square

0.861

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

Ln exchange rate at t

-0.140

-2.210

0.032

Ln exchange rate at t-4

0.249

4.032

0.000

Ln EU GDP at t

1.303

16.298

0.000

Q3 seasonal dummy

-0.210

-3.981

0.000

Q4 seasonal dummy

-0.354

-6.113

0.000

FTA shock

-0.284

-3.131

0.003

FTA trend

-0.379

-3.477

0.001

Sources: Capital Economics and Thomson Reuters. *South Korea’s export volumes data are proxied by EU import volumes data from South Korea

Table 15: Final model specifications when dependent variable is natural log of the EU’s exports to
South Korea in volume terms
Final model specifications
Dependent variable

Ln EU export volumes to South Korea

Adjusted R square

0.975

Independent Variable

Standardised Co-efficient ( β )

t-stat

Sig.

Ln EU export volumes to
South Korea at t-1

0.484

7.272

0.000

Ln BDI at t

0.126

3.522

0.001

Ln Korea GDP at t

0.422

7.399

0.000

Ln exchange rate at t

-0.116

-4.379

0.000

Ln exchange rate at t-4

0.76

2.781

0.008

FTA shock

0.183

3.627

0.001

Sources: Capital Economics and Thomson Reuters.
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Annex 7: List of Stakeholders Interviewed
Institution or company
European Federation of Food, Agriculture and Tourism Trade Unions
European Trade Union Confederation
Food Drink Europe
Permanent Representation of Cyprus to the EU
European External Action Service
General Directorate of Trade, European Commission
Business Europe
Senior UK Diplomat
Cyprus Investment Promotion Agency (CIPA)
Hewlett Packard (HP Inc.)
Delegation of the EU to Singapore
Mission of the Republic of Singapore to the EU & Embassy of the Republic of Singapore to Belgium, the
Netherlands and Luxembourg
Mission of the Republic of Singapore to the EU & Embassy of the Republic of Singapore to Belgium, the
Netherlands and Luxembourg
National Trade Union Congress Singapore (NTUC)
Institute of Policy Studies, Lee Kuan Yew School of Public Policy, National University of Singapore
Scania Singapore
Intellectual Property Office of Singapore
AstraZeneca Singapore
Singapore Business Federation
International Enterprise Singapore
Ministry of Law Singapore
Senior Assistant Director-General (Policy & Planning)
Monetary Authority of Singapore
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Ministry of Trade and Industry (MTI) Singapore
European Chamber of Commerce in Singapore
Singapore Economic Development Board
Tee Yih Jia Food Manufacturing Pte Ltd (SME in food manufacturing business, Singapore)
Sumitomo Chemical Asia Pte Ltd (SME in petrochemical business, Singapore)
Golden Bridge Foods Manufacturing Pte Ltd (SME Singapore)
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