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Introduction

After the UK's withdrawal from the EU on 31 January 2020,' the UK had the opportunity
to establish its own GSP scheme for developing countries.> The need for further market
access of developing countries to the UK market led to the fact that the UK has copied the
body of EU's GSP scheme, which was in force at the time of the UK's withdrawal from the
EU.? The UK’s own GSP scheme is in force since the 1 January 2021.%

Experts said that the UK had simply rolled over EU’s GSP scheme, especially to maintain
continuity of the market access for developing countries.’ Consequently, there should be no
changes to and no problems for developing countries with the implementation of UK’s GSP
scheme post-Brexit. At first sight, this is true, but in some cases, Brexit had significantly
more profound effects than most experts had suspected at the outset. This article asks
whether there are truly no changes for developing countries in accessing the UK as well as
the EU market under the GSP schemes after Brexit. Furthermore, it examines the
impairment caused for developing countries regarding the access to UK as well as EU’s
markets under the different GSP schemes.

To address that question, the author examines different legal sources and publications. First,
she analyzes the EU’s und UK'’s provisions on the GSP, especially on the so-called
graduation and market access. Additionally, the author evaluates different papers on the
impact of the different GSP schemes for developing countries after Brexit. In addition, an
outlook on EU's GSP scheme as of 2024 is provided, including an estimate of how grave
the divergences between the two GSP schemes might be in the near future.

The main characteristics of EU’s and UK's GSP schemes

For a better understanding of the differences between EU’s and UK’s GSP schemes, the
main characteristics of EU’s GSP scheme, which mainly apply for UK’s GSP scheme, are
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to be explained. The EU has been granting unilateral trade preferences to developing
countries since 1971.° With the accession of the UK to the EU in 1973, the UK also applied
unilateral preferences to developing countries until its withdrawal from the EU under EU’s
GSP scheme. To enable developing countries to get an almost identical market access, the
UK adopted the Trade Preference Scheme (EU Exit) Regulations 2020.2 Within the EU, the
currently applicable legal basis for this unilateral granting of preferences is Regulation (EU)
No. 978/2012 (GSP Regulation).” EU’s and UK’s GSP schemes are embedded in the
globally applied Generalized System of Preferences (GSP). Within this framework,
industrialized nations grant tariff preferences to goods originating in developing countries.!°
The main objective of the GSP scheme is to support the export of goods originating from
developing countries. By eliminating tariffs, these countries can offer their goods on the
import market at lower prices and achieve higher export revenues. These measures are
intended to reduce poverty and promote industrialisation in developing countries, resulting
in overall economic growth.!!

As a founding member of the WTO, the UK will continue to be a WTO member after its
separation from the EU, thus WTO law continues to apply.!? Under WTO law, it is possible
to grant tariff preferences to developing countries, to exclude further developed and
developing countries from benefits in total or in part, and to grant additional benefits to least
developed countries as exemption from the Most-Favoured-Nation obligation of Article I
GATT 1994.13 Under WTO Law, differentiation based on economic needs is legitimate if it
is ensured that developing countries with comparable economic situations are treated
equally.!'* This results in a fixed structure within the current GSP regulation, as in previous
regulations. The GSP scheme consists of one general arrangement and two special
arrangements.'> The UK s GSP scheme refers to them as frameworks.'¢

The general arrangement (Art. 4 - 8 Regulation (EU) No. 978/2012) or framework (Art. 7,
the Trade Preference Scheme Regulations 2020) applies to all GSP beneficiary countries.!”.
Beneficiary countries include all eligible countries that are not classified by the World Bank
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as high-income or upper-middle income countries during three consecutive years, or do not
benefit from a preferential market access arrangement that provides the same tariff
preferences as the scheme (or better), for substantially all trade with the EU/UK. Imports
from these countries benefit from reduced rates of import duty on certain goods outlined in
the GSP scheme.!®

Additionally, the GSP scheme provides a special arrangement (Art. 9 - 16 Regulation (EU)
No. 978/2012) or enhanced framework (Art. 8 the Trade Preference Scheme Regulations
2020) for those countries that are particularly promoting sustainable development and good
governance. The classification with a GSP+ (EF) status depends on ratification and
compliance with, currently, 27 international agreements, which require, for example, human
rights protection and good governance.! In principle, any developing country whose
imports are less than 2 per cent of imports of all GSP beneficiaries, and whose seven major
export products comprise at least 75 per cent of that country's total exports, may apply to
receive GSP+ benefits.?’ The third framework is called the LDC or EBA framework. This
framework comprises countries that the UN classifies as Least Developed Countries (Art.
17 - 18 Regulation (EU) No. 978/2012 and Art. 6 of the Trade Preference Scheme
Regulations 2020). Imports of goods other than arms and ammunition (Everything but Arms
— EBA) originating from these countries have a quota-free access and are free of import
duty.?!

Due to the graduation mechanisms, developing countries or individual groups of goods can
be excluded from preferential market access. Graduation means removing those countries
and sectors from the GSP preferences that are no longer considered in need of preferential
treatment.?? There are two graduation mechanisms in the EU’s und UK’s GSP. Within the
country graduation GSP, beneficiaries graduate from the GSP if the World Bank classifies
them as high- or upper-middle income countries consecutively for three year or if they sign
a trade agreement with the EU that provides the same or better tariff preferences as those
under the GSP (Art. 4 Regulation (EU) No. 978/2012). The second alternative is
incorporated in Article 9 of the Trade Preference Scheme (EU Exit) Regulations 2020.
Within the country-section graduation, the GSP preferences are withdrawn in specific
product sections if a country’s share of EU GSP imports in that section exceeds a certain
threshold (per cent age of GSP imports) for three consecutive years (Art. 8 para. 1
Regulation (EU) No. 978/2012). The UK has adopted this graduation mechanism (Article
22 the Trade Preference Scheme (EU Exit) Regulations 2020).2* The exact thresholds are
defined in the GSP schemes. In general, violations of the condition for granting preferences
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may be sanctioned by a withdrawal of preferences. Similarly, temporary withdrawal of tariff
preferences is possible in case of fraud, irregularities and non-compliance.?*

The problems of rolling over the EU GSP into the UK GSP

In order to identify the problems for developing countries, the differences in the legal
frameworks will be considered first. The list of the current GSP beneficiary countries, under
Schedule 1 Part 1 of the UK Trade Preference Scheme and Annex II Regulation (EU)
978/2012, differ significantly. Only some beneficiary countries on the list for preferences
under the general arrangement or framework are similar. Some differences in the lists of
GSP beneficiary countries are based on the conclusion of free trade agreements and
therefore on the second option of the country graduation. The second reason is that the UK
lists in this Schedule only beneficiary countries that fall solely under the GSP arrangement
and not under another special arrangement such as the enhanced or LDC framework.
Consequently, the GSP beneficiary countries are nearly the same, but the depiction of the
lists of GSP beneficiary countries is different. The List of GSP+ beneficiary countries of
EU’s and UK’s GSP schemes are identical. The main problem for the UK was that they had
to verify that all current GSP+ members meet the current UK eligibility thresholds.? Since
the EBA scheme applies to the least developed countries classified by the UN, the lists in
both the UK’s and EU’s GSP scheme are still identical. Thus, the beneficiary countries of
EU’s and UK’s GSP schemes currently only differ because of the conclusion of free trade
agreements.?

The main problem lies in unevenly distributed trade.?” The withdrawal of the UK from the
EU caused a split of the markets served by developing countries. Because of the unevenly
distributed trade between the UK and the EU, it is possible that the country-section
graduation thresholds for the GSP scheme in the UK or the EU could be exceeded without
any change in the competitiveness of the developing countries.?® To maintain continuity, the
UK has graduated the same goods as those graduated under EU’s GSP scheme at the time
that the scheme came into effect.?’ Nevertheless, the annual review of the graduation
thresholds may lead to a future change in the lists of beneficiary goods. The developing
countries most affected by this issue are those that were already close to the graduation
threshold before Brexit.>* If both the UK and the EU had raised the graduation thresholds,
a graduation without a change in the competitiveness could have been avoided post Brexit.>!
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The legislative proposal of the European Commission on the GSP scheme for the years 2024
- 2034 foresees that the GSP graduation thresholds will be reduced by 10 per cent to better
target competitive products.>?

The findings can be summarised as follows. Currently, there are no significant changes for
developing countries in accessing EU’s or UK’s market under the different GSP schemes.
In the near future, the main problems for developing countries will result from an unevenly
distributed trade between the UK and the EU, which can cause a country-section graduation
with the result of a part exclusion from preferential market access.

EU’s revised GSP after 2023

On 22 September 2021, the European Commission adopted the legislative proposal on the
GSP scheme for the years 2024-2034,3* and forwarded it to the European Parliament and
Council in order to commence the legislative procedure to amend the GSP.?*> The basic
scheme consisting of the general arrangements and the two special arrangements is to remain
in place in the future EU GSP scheme. Therefore, no problems regarding the general
structure will occur after 2023. Furthermore, it is anticipated that the adjustment of the list
of eligible countries caused by changes in the trade and development sectors of the countries
concerned will be included. This results in more flexibility within EU’s GSP scheme in the
light of changing economic conditions, compared to UK’s GSP scheme.3®

In addition, the proposal provides an extension of the reasons for withdrawal of preferences
under the EU GSP scheme in case of serious and systematic violations in the areas of
environment and good governance.’’” However, the socio-economic impact of temporary
withdrawal of tariff preferences in a beneficiary country will now to be taken into account.
Overall, temporary withdrawal is to be made more flexible, to enable the EU to respond to
abruptly arising circumstances, such as global health and hygiene emergencies.
Furthermore, a fast-track procedure for temporary withdrawal of tariff preferences under the
GSP scheme is envisaged for cases requiring a rapid response.*®

In its resolution on the implementation of the current GSP scheme of 14 March 2019, the
European Parliament already called for the EU to take even more effective action against
social and environmental dumping and unfair competition and trade practices under the GSP
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scheme, thus ensuring a level playing field.’* In order to improve the coverage of
competitive goods, the legislative proposal foresees that the GSP graduation thresholds will
be raised by up to 10 per cent for a large part of the goods.*® Consequently, a further
differentiation in market access for developing countries regarding the EU and UK market
is possible.

In addition, the criterion of limited export competitiveness is to be abolished under the GSP+
scheme.*! Thus, a country will already be considered vulnerable if the seven largest sections
of its GSP-covered imports of Annex III products into the Union represent, on average over
the last three consecutive years, more than 75 per cent of its total imports of Annex III
products. This is particularly intended to facilitate access to GSP+ preferences for EBA
beneficiary countries graduating from this scheme.*?

Furthermore, comprehensive measures in the GSP scheme are to be implemented in order
to promote positive developments in the environmental sector.** The European Parliament
therefore recommended that the Paris Convention should be added to the list of 27 major
international conventions to be respected by GSP+ beneficiary countries.** This
recommendation is reflected in the legislative proposal on the EU GSP scheme. In addition
to the Paris Climate Change Agreement (2015), the United Nations Convention against
Transnational Organized Crime (2000) has been added to the list of now 32 key
conventions.*’

In several countries, export-processing zones (EPZs) are exempt from national labour laws,
which prevents exercising the right to unionise and seek redress fully. This violation of
International Labour Organization (ILO) core labour standards can lead to the impairment
of human rights, and, according to Parliament's demands, must be taken into account in the
reform of the EU's GSP scheme.*® The legislative proposal thus added Convention No. 81
on Labor Inspection (1947), Convention No. 144 on Tripartite Consultation (1976), the
Convention on the Rights of Persons with Disabilities (UN CRC, 2007), and the Optional
Protocol to the Convention on the Rights of the Child on the Involvement of Children in
Armed Conflict (OP-CRC-AC, 2000) to the list of core UN and ILO conventions. These
will form part of conditions to benefit from the GSP+ arrangement. In addition, GSP+
applicant countries shall be required to submit an action plan regarding the effective
implementation of the relevant conventions.*’ The proposed amendment of the GSP+
arrangements is accompanied by a transitional arrangement for countries benefiting from
the GSP+ arrangements under the current GSP Regulation. It is envisaged that the countries
concerned will have to reapply for GSP+ benefits.*® Thus, in comparison to UK's GSP
scheme, the obligations for GSP+ benefits might be significantly higher in EU’s revised
GSP.
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With regard to the rules of origin, there is a global demand on behalf of the developing
countries to lower the requirements in the area of value-added content, and to simplify
access to the markets of the industrialized nations via the rules of origin that can be fulfilled
more easily as a result and ultimately facilitate preferential use..*’ This demand is contrary
to the fears of circumventing imports and the protection interests of the economy of the
industrialized countries. In the current GSP scheme of the EU, there is the possibility to
request exemptions from the cumulation rules,’® provided the beneficiary countries
undertake sufficient efforts to meet the requirements of the EU. This requirement has been
met in the legislative proposal.’! Both regional and extended cumulation will be possible
under certain conditions, such as the specific trade, financing and development needs of the
beneficiary country.’> Compared to UK’s GSP scheme, this leads to easier preferential
market access to the EU market for goods that are not fully produced within the respective
developing country.

Finally, the proposal on the future GSP scheme of the EU provides an extension of the
reporting period from two to three years. This is intended to bring it in line with the reporting
and monitoring periods of international bodies, while at the same time giving developing
countries more time to address problems in the application of excess income, at the same
time reducing the administrative burden.>

The findings can be summarised as follows. If the current legislative proposal for EU’s
revised GSP as of 2024 comes into force, the differences and problems regarding the market
access to both markets will grow,’* but this could also be an opportunity for developing
countries to redirect their export markets.>

Conclusion

At first sight, it appears that the UK has fully adopted the GSP scheme of the EU as post-
Brexit standard, meaning that, essentially, nothing changes. Examining the lists of GSP and
GSP+ beneficiary countries, considerable differences can be observed. These disparities
result, on the one hand, from the fact that meanwhile the EU and the UK have concluded
free trade agreements with different countries, which leads to the exclusion from GSP
benefits. On the other hand, the import shares of developing countries to the EU and the UK
are distributed differently, so that depending on the trade intensity, the import thresholds are
exceeded, which can also lead to exclusion from GSP benefits. It has yet to be seen how far
the EU and the UK will use the possibility to adjust the import thresholds in the future in
order to achieve an equal market access for developing countries to both markets, or whether
the differences will remain.
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With regard to GSP+ benefits, it also remains to be determined whether the UK will also
introduce the EU's intended changes for GSP as of 2024. If there were no changes made by
the UK, the requirements to obtain GSP+ preference with the UK would be significantly
lower than the EU. This could lead to a further change in imports from developing countries.
A similar situation applies to the EU's plan to change the reasons for the temporary
withdrawal of preferences. If the UK leaves the current arrangements in place, then
preferences could be temporarily withdrawn by the EU, while they are still granted by the
UK.

It should also be borne in mind that there are currently 13 different GSP schemes worldwide,
which are similar in their basic structure, but differ in their detailed provisions. However,
this could also be seen as an opportunity for developing countries to redirect their exports
and to target markets where they have preferential market access.
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