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EU’s GSP-Plus - Is it a Minus? 
 Last year with great fanfare, the European Union announced that it was going to be improving its Generalized 
System of Preferences (GSP) scheme.  Called “GSP Plus” the new scheme was to cover more products of interest to 
developing countries, reduce the burdens imposed by rules of origin, have more transparency, and be more stable.  It 
all sounded too good to be true, and as predicted last year by WEPZA, it was.  
 
 Left out of the trumpeting was a new requirement to attach extensive political considerations to the GSP 
scheme.  The EU now states that countries will need to ratify and effectively implement 27 international conventions 
related to labor rights, environment and governance.  More requirements may be added in the future.  These 
conventions currently include: 
 

• International Covenant on Civil and Political 
Rights; 

• International Covenant on Economic, Social 
and Cultural Rights; 

• International Convention on the Elimination 
of all Forms of Racial Discrimination; 

• Convention on the Elimination of all Forms 
of Discrimination Against Women; 

• Convention on the Prevention and 
Punishment of the Crime of Genocide; 

• Convention Against Torture and Other 
Cruel, Inhumane or Degrading Treatment or 
Punishment; 

• Conventions on the Rights of the Child; 
• Minimum Age for Admission to 

Employment (ILO #138); 
• Prohibition and Immediate Action for the 

Elimination of the Worst Forms of Child 
Labor (ILO #182); 

• Abolition of Forced Labor Convention (ILO 
#105); 

• Forced Compulsory Labor Convention (ILO 
#29); 

• Discrimination with Respect to Employment 
and Occupation Convention (ILO #111); 

• Freedom of Association and Protection of 
the Right to Organize Convention (ILO 
#87); 

• Application of the Principles of the Right to 
Organize and Bargain Collectively 
Convention (ILO #98); 

• International Convention on the Suppression 
and Punishment of the Crime of Apartheid; 

• Montréal Protocol on Substances that 
Deplete the Ozone Layer; 

• Basel Convention on the Control of Trans-
Boundary Movements of Hazardous Waste 
and their Disposal; 

• Stockholm Convention on Persistent 
Organic Pollutants; 

• Convention on International Trade in 
Endangered Species; 

• Convention on Biological Diversity; 
• Cartagena  Protocol on Bio-Safety; 
• Kyoto Protocol to the UN Framework 

Convention on Climate Change; 
• UN Single Convention on Narcotic Drugs 

(1961); 
• UN Convention on Psychotropic Substances 

(1971) ; 
• UN Convention against Illicit Traffic in 

Narcotic Drugs and Psychotropic Substances 
(1988); 

• Mexico UN Convention Against Corruption 
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 As stated in a speech in May 2004, developing counties should expect that more political and 
social requirements would be imposed in newer unilateral preference schemes.  AGOA had a 
short list, and GSP-Plus now has a much longer list.  While most of these conventions certainly 
address serious issues, they are often poorly drafted; cover more or less than their title might 
suggest; and are always in need of legal and cultural interpretation.  Accepting the EU version of 
“GSP-Plus” requires accepting the European Union’s often flawed monitoring and evaluation of 
the local implement efforts.  This creates new, non-transparent, and unstable conditions for the 
use of GSP—conditions over which the exporter may have no influence or control! 
 
 Loss of GSP benefits under the new scheme, through “graduation”, has been made more 
transparent and simple.  However, the simplification has a large cost.  Countries will graduate 
sooner!  Under the new scheme China will lose 80% of its former GSP benefits. India will lose 
its benefits in textiles.   
 
Many countries will find the EU’s “GSP-Plus” to be a step backwards.  This news emphasizes 
again that EPZs should look more to negotiated preferences through bilateral and multilateral 
trade negotiations. 
 
Agricultural Zones—A Growth Sector 
 The traditional zone has been involved in export manufacturing.  But the growth rate of 
service sector zones is exceeding that of the industrial zones.  Now a newer growth sector, the 
agricultural zones, is taking hold. These zones may be receiving more international acceptance.  
Partially as a result of development agencies’ misguided policies to support the rural sector, they 
seem more willing to support rural, Agricultural Development Zones.  The World Bank, for 
example, has approved a US $100 million project in the Youngling Developments Zone in 
China aimed at generating additional farm income in high-value agricultural markets. 
 
 Other countries in South Asia, East Africa, and South America have started, or are beginning 
to consider, the use of agricultural zones to become more competitive in the lucrative cut flower 
business.  Zones may also be used to assist agricultural exporters in meeting the often confusing 
health and safety standards of more developed buyers.  This is particularly true when facilities 
need importer certifications. 
 
 Like services, agricultural products are not covered by the WTO Agreement on Subsidies and 
Countervailing Measures.  Thus agricultural zones, like service zones, can offer all the traditional 
EPZ incentives without running afoul of the country’s international obligations under this 
agreement.  EPZ managers should look at agricultural opportunities for their zones, including 
what the zone can do to enhance food safety certification for investors. 
 
Doha Round Update-Still Stalled 
 Confirming what WEPZA has been reporting for nearly 2 years, WTO Director General 
Supachai has issued an unprecedented warning to members that the negotiations are well behind 
the pace set earlier this year, threatening chances of an agreement at the Ministerial Conference 
in Hong Kong.  “Despite some initial signs that we were about to start really negotiating on 
substance, we seem to have stalled at the first difficult issue confronting us.” He concluded his 
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remarks by saying "Consensus cannot be built overnight… we could be facing serious 
problems.” 
 
 Countries are already beginning to play down expectations for Hong Kong.   
 
 An agreement in Paris last week dealing with the conversion of quantity-based tariffs to 
value-based tariffs in the agricultural negotiations only partially lowered one of many remaining 
hurdles.  While highly touted as a great success, the issue was about a very technical procedure 
that has limited practical impact.  Further, the agreement only partially resolves the issue, and 
leaves additional more difficult issues to later negotiations. 
 
 Now that the WTO is going public about the stalled talks, free zone managers should make 
greater efforts to urge their countries into more bilateral and regional trade agreements. 
 
EU8 Face Slower Growth Prospects 
 The EU8 Quarterly Economic Report, which monitors the economic conditions in the eight 
countries that joined the EU last May, reports growth has slowed from late 2004, and the region 
faces weaker prospects in 2005.  This is partially a result of a decrease in the benefits gained by 
EU accession.  EPZs in Eastern Europe should be very leery of using EU-inspired zone concepts.  
EU economic policies are not growth-oriented.  Their policies for EPZs are specifically designed 
to retard the growth of EPZs, and limit the policy options that countries can pursue. 
 
Renewable Energy is a Killer! 
 While the “Greens” try to impose stringent environmental standards on even the least 
developed countries including the use of renewable energy resources such as biomass fuels, the 
UN Commission on Sustainable Development reports that poor countries face substantially 
higher health risks from the use of such fuels.  It reports that millions of people die each year 
from exposure to pollution caused by burning biomass fuels in their home.  EPZ managers 
should consider how the EPZs policies can assist their workers to use cleaner, more efficient 
fuels.  Indeed, EPZ managers should develop plans that help their workers, and their workers’ 
families, lead healthier lives.  Not only is it an intrinsically worthy and rewarding effort, healthy 
living helps workers become more productive and the zone more competitive. 


