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POLICY BRIEF
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Background

Since 1998, the WTO Members have applied a moratorium against tariffs on international electronic trans-

missions (commonly referred to as the WTO ‘E-Commerce’ Moratorium). However, some WTO Members have 
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Conclusions from the results
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INTRODUCTION
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ASSUMPTIONS BEHIND UNCTAD-ESTIMATED TAX REVENUE

Is there a real revenue potential?
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For the sake of consistency, we assume that the rest of the world will impose the same tari� 
rate on ‘ET products’ as the country we are examining. In reality however, other countries may 
respond by imposing a higher-rate tari� or a tari� on di�erent products and services, since each 
WTO Member will use its policy space in the manner that suits its interests. 

Conservative assumptions in the model

In the CGE modelling exercise, we use the standard Global Trade Analysis Project (GTAP) 
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SCENARIO 1: INTERMEDIATE SCENARIO – WITHOUT RECIPROCATION BY OTHER  
COUNTRIES

Impact on economic output

It is well-established economic fact that tari� cuts lead to an increase in economic output (i.e., 
GDP), and the opposite is also true: a country that imposes tari�s will see a reduction in GDP 
that is proportionate to the severity of the tari�s. 

As described in the previous section, the tari� losses estimated by the second UNCTAD study 
(UNCTAD, 2019) are not actual revenues, but hypothetical revenues based on the premise that 
the internet never came into existence and prices on software and content remained constant 
for two decades. Yet, the GDP losses would be larger or on par with (or even signi�cantly larger 
than) these hypothetical revenues (Figure 1) already in this intermediate scenario.

For example, the GDP losses su�ered by the Indian economy in our model would be equivalent 
to US$716 million. Given that the tari� is expected to generate only US$39 million, the people 
of India actually would be better o� to simply give their government the US$39 million that it 
wants to collect – and continue to enjoy the remaining US$677 million. 
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FIGURE 2: INVESTMENT LOSSES IN THE INTERMEDIATE SCENARIO (IN MILLIONS OF US$)
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FIGURE 6: INVESTMENT LOSSES IN THE FULL SCENARIO (IN MILLIONS OF US$)
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Compared to the potential tari�s assumed in UNCTAD (2019), India’s domestic tax losses are 
four times larger than the tari� revenues. For the other countries, the domestic tax losses would 
reduce the projected tari� revenues by 42% for Indonesia and 33% for South Africa and would 
halve tari� revenues for China. 
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CONCLUSIONS

In total, the moratorium prevents a combined economic loss of US$10.6 billion in GDP annu-
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TECHNICAL ANNEX: A TECHNICAL DESCRIPTION OF THE GTAP MODELLING FRAMEWORK



17

ecipe policy brief — 3/2019

Another important aspect of international trade is transport and insurance associated with the 
shipments exported and imported. �e model captures this as global transport margins, which 








