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EUROPEAN COMMISSION
Regulatory Scrutiny Board

Brussels,
REE

Opinion

Title: Tmpact assessment / Towards the future Generalised Scheme of Preferences
legal frameworlk, granting trade advantages to developing countries

Owerall opinion: POSITIVE

{A) Policy context

The Generalized Scheme of Preferences (G3F) iz the ET s trade framework to support
developing countries. It has been in place since 1971, The current scheme dates from 2012
It offers easier access to the EU market for goods exported from developing countnies by
eliminating or reducing import tanffs wailaferally Qe on a nonreciprocal basis). This
should contribute to higher economic growth and job creation in developing countries It
also supports sustainable development, because the promise of easier access to the EUT
market 15 an incentive to better respect human and labour nghts, environmental protection
and good governance.

In recent wvears, there has been a concentration of GEP preferences in a more limited
number of countries, given successful economic development of some countries. Looking
ahead, a number of countries are likely to graduate from their GEP arrangements in the
coming years, potentially losing partly or entirely their preferences. This mitiative aims to
address a number of shortcomings of the GSP.

(B Summary of findings

The Board notes the useful additional information provided in advance of the
meeting and commitments made to changes in the report on a number of issues.

The Board gives a positive opinion. The Board also considers that the report should
further improve with respect to the following asp ects:

(1) The report does not present in a succinct and reader friendly way the main issues
that need to be tackled.

{2) The report does not sufficiently explain and justify the safeguards for the EU’s
economic interest, including comp etitiveness of EU industry and SMEs.

(C) What to improve

{1 The report should more clearly distinguish between the overall success of the GSF and

This opirion concerns a draft inpact assessment which may differ from the final version.
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the more detailed issues where there is room for improvement. In this context, it should
clanfy whether graduation of countries 15 seen as a measure of success and to what extent
supporting a smooth graduation process is an objective of the initiative.

2y The report should explain upfront core concepts, such as positive and negatve
conditionality. It should include an assessment of the effectiveness and efficiency of
conditionality. It should also better explain the issues around vulnerability criteria and why
a change might be considered justified

{3) The report should better explain and justify the safeguards for the ET' s economic
interest, including competitiveness of EU economic actors. This discussion should be
backed by clearer examples on losses of ET competiiveness. It should also elaborate on
the SWE dimension and impacts.

4y The options could be better presented. Certain options could be put into annex (on
transparency and monitoring), while other measures presented as technical adjustments
could be designed and analysed as policy options.

{31 The report should be presented in a more consistent, succinct and reader friendly way,
avoiding repetitions. Tt could also simplify the objectives tree and the presentation of the
bageline.

(&) The report should take proper ownership of its approach and the analvsis made. When
referring to the underlying study, it should make clear whether it accepts or deviates from
thizs. The report should be self-contained and not leave responsibility for the approach to
external consultants.

The Board notes the estmated costs and benefits of the preferred option{s) in this
initiative, as summarised in the attached quantification tables. The DiGF has also committed
to revise this in view of comments made.

Same more fechnical commenis have heen sent diractly ta the authar DG

(D) Conclusion

The DG may proceed with the initiative.

The DG must take these recommendations into account before launching the
interservice consultation.

Full title Towards the future Generalized ZScheme of Preferences legal
framework, granting trade advantages to devel oping countries
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ANNEX — Ouantification tables extracted from the draft impact assessm ent report

The following tables contain information on the costs and benefits of the inifiafive on
witick the Board has given its opinion, as presented above.

If the draft raport has hean revised in line with the Board's recommendations, the contant
af these tables may be different from those in the final version of the impact assessment
repart, as published by the Comndssion.

Table 1. Overview of henefits (total for all provisions) — preferred option

Descrip tion

Amount

Comments

Direct h enefiis

Arrangements and counfry coverage

Fetain the stractire
of the acheme
(Baseline 14)

The goal to provide benefits to the
courtties moost it need, and therefore
contribute to economic growth and
poverty eradication isbest served by the
baseline structure.

Main heneficiary: develping
couniries

Analysiz showsno compelling reason
to change the structure

Fetain the criteria for
standard GIP
beneficiaries

(B aseline 2a)

The goal to provide benefits to the
courtties moost it need, and therefore
contribute to economic growth and
poverty eradication, isbest served by
retaining the current criteria The

ex clusion of products that compete with
EU produced goods is best served by
contimingthe use of product graduation
atid safeguards.

Main heneficiary: develping
couniries

Abolish the export
competitiverness
wulnerability criterion
for GEF+ (Bub-option
3Ba)

Al graduating EBA coutitries would be a
prioti eligible for GEP+, in case their
authorities wish to apply for the scheme.
Thisis a mifigafion measure: no gains are
expected, but it aims to avoid losses and
serious negative economic impact for
graduating LDC s which would lose EBA
preferences It further supports the
development goal of GEF, by ensuting
contired accessto the scheme for the
countties most in need.

Main beneficiary: gradvating LD Cs=
In particular, Banghdesh stands outin
term s of facing a spnificant fall of
exports, a consequential large decline
itntea GDFP and economic welfare,
anid large impacts in sectors such as
textiles and apparel atwd
leather/footwear that face a high MFN
tariff in the ET and thus potentially
distptive industrial adustment.

Froduct coverage and graduation

Retain the product
graduation scope
(B aseline 4.4)

Iaintain attractiveness of G3F+

Main heneficiary: EU industry,
LDCs

Retain the product

coverage (B aseline
54

Mo compelling reason to change the
product coverage

Main heneficiary: EU indusiry

[ntroduce techmical
adjustmernts mote
gratularity in procuct
graduation (at CH
Chapter instead of
Section level) and an
adjustment of product
graduati on threshol ds

Increase effectiveness of the product
graduationin targeting specific
commpetitive products, More grarolar
product graduation deals with the issue of
the heterogeneity of GEP Bections (some
wery broad, some very narrow)).

Main heneficiary: EU indusiry
Alzo relevant under Safemards below




Comdifionalify ayd comvenfions

Extend negative Contribnte to the fight a gainst climate Main heneficiary: citizens of
cotuditionality change by encouraging G5F beneficiary | developing countries, global
(Option 6B) courtries to improve the implementation | community (benefits of common fight
of clitnate and errritorument conventions. | against cimate change)
Sinilarly, contribute to improvementsin | The role played by GEP can be
good governance in all heneficiary significatt as errvir onm ertal
coutitries. degradation tends to hit developing
countries hardest due to extensive
marmfacturing of products dependent
ot niatiral resowr ces (such as textiles),
agwell as the lack of environm ental
protection laws and programs in those
countries.
Update the list of Increased leverage and attention on key Main heneficiary: citizens of
cotrvent ons (Sub- human rights (i.e, the rights of people of | developing countries
option ZBc) disabilities, rights of children) and On climate: Many developing
standards (1.e., on labour inspection). courtries have bugh populat on

Support on actiohs cotmbating climate
chatze through the inclusion of the Paris
Agreement.

gowrtly and a significant part of them
are ex periencing increasing
industrialisation which mav lead to a
steep inctease in GHG emissions.

Introduce new steps
duting the formal
withdrawal procedure
{Aub-option YBh)

The introduction of an impact assessmernt
of the potential withdraweal will make it
possitle to weigh all three GEP general
ohjectives: contribution to povertsy
teduction, sustainable devel cpment, and
safeguarding ETT industry. In particular, it
etisures that possible withdr awal is
adapted to the citcumstancesin the
countty, its economic development needs,
atud the socio-economic impact of
withdraw al.

Main heneficiary: citizensof
devebping countries

Introduce shorter
(urgent) withdraw al
procedure for
egregious cases (5 ub-
option 9B d)

Allowrs flexibility to address grave
vidlations of haman and 1abour rights and
standards. Increases effectiveness by
inecreasitg pressure on beneficiaries to
tespond to requests,

Main heneficiary: Commission,
citizens of developing counitries

Tr emsparerey

Introduce practical
steps to improve
monitoring arwd
transparency (Option
10B)

Increase transparency, enhance the
Clommission’s enforcement role, and
contribute towards civl society’ s use of
the GAP+ instrument to hold beneficiary
courtries” authorities accourtable, and
therefore, improve implem entation of the
internati onal convent ons.

Main heneficiary: ciril society

Extend the GZF+ Approximate the length of the GEP+ Main b eneficiary: Commission,
monitoring cycle to monitoring cycle to the mordtoring cycle  |bheneficiary countries
three years (O ption fior the international convertions by the
10C) tt eaty thonitoring bodies; allow

beneficiary courdries more time to address

izmues onitmplementation of the

convent ons

Safeguards

Align automatic Ensure consistency between measures Main heneficiary: EU indusiry

safeguards and

gimed at protecting BTN industry




product graduati on
thresholds

Chargze the
caloulation of import
sutrges 20 asto be
bazed ot import

Improve the effectiveness of safeguardsin
protecting BT industry, by addressing
better the heterogenedty of products within
Sections

Main heneficiary: EU imdusiry

walues rather than
wolumes
Indirecth enefits
Abolish the export Simplification of the system and a Commission
competitiveness reduction of adminmstrative b den for
wulnerability criterion | caloulating and mordtoring this threshold
for GEP+ (Option
3B
Option B replace  |Bimplification and updating of the list of | Globalbenefits

Eoto Protocol with
the Paris & greament

cotvent ons

Option 102 extend

Feduction of admird strative burden of the

Commission and heneficiary

the G3P+ monitoring  [monitoring process for both the ETT and couniries’ adminisitraiions
cyecle to 3 years beneficiary courtries

Abolish the de Simplification of the application of Commission

mitith s threshold for | automatic safeguards and reduction on

safeguards adhmird st ative b den
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