Follow up to the European Parliament non-legislative resolution on the implementation of the GSP Regulation (EU) No 978/2012
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5. Brief analysis/ assessment of the resolution and requests made in it:
This resolution follows the mid-term evaluation on the application of the Generalised Scheme of Preferences (GSP) Regulation. The lead Committee – INTA – launched in spring 2018 work on the own initiative report looking at the benefits and shortcomings in the application to date of the GSP Regulation (EU) No 978/2012 and the elements to be considered for reforming the scheme in future in order to render it more effective. The Committee on Foreign Affairs and the Committee on Development provided opinions. The European Parliament plenary session adopted the resolution on 14 March 2019[footnoteRef:1]. [1:  	http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2019-0207+0+DOC+XML+V0//EN] 

The resolution acknowledges with satisfaction the positive impact that the GSP Regulation has had in terms of poverty eradication through increased exports from beneficiaries of the Everything But Arms (EBA) and GSP+[footnoteRef:2] arrangements (paragraph 1) and the promotion of international labour rights, human rights, good governance and environmental protection standards in GSP+ beneficiary countries by offering incentives to comply with these standards as well as by establishing a platform for regular dialogue with beneficiary countries (paragraph 7). The resolution highlights the importance of the monitoring process and cooperation, including with civil society and social partners to improve workers’ rights, promote gender equality and abolish child and forced labour (paragraph 9). In this respect, the resolution recommends to explore further options for structured, formal and independent participation of civil society and social partners to strengthen the monitoring process (paragraphs 10 and 14). The resolution notes that the GSP has created incentives for ratifying international conventions (paragraph 11). [2:  	Special incentive arrangement for sustainable development and good governance] 

The resolution considers the current targeted approach to the withdrawal of preferences should be maintained, that suspension should be consistent with the overarching objective of alleviating poverty and that withdrawal of trade preferences should be seen as a measure of last resort and be designed in such a way as to minimise the negative effect for the local population (paragraph 15). The resolution notes that the GSP Regulation has made the private sector more dynamic and has contributed to women’s economic empowerment (paragraph 23). It has led to the adoption of cleaner and safer technologies and voluntary corporate social responsibility initiatives (paragraph 24), but more efforts in these areas are still required. In this regard, the resolution calls for establishing corporate social responsibility and due diligence obligations (paragraphs 24 and 25), actions to ensure that human rights are respected in global value chains (paragraph 26) and to reform the rules of the World Trade Organization (WTO) to institute supply chain due diligence and transparency requirements (paragraph 25). Moreover, the resolution calls on measures under Aid for Trade and setting up sectoral, multi-stakeholder platforms and online facilities to promote a better uptake of GSP in beneficiary countries (paragraph 20).
The resolution considers however that in some cases the scheme led to unintended negative consequences such as land grabbing and a lack of compliance with labour rights (paragraph 8).
The resolution makes a number of recommendations in view of the preparation of the future GSP Regulation, in particular in terms of encouraging diversification (e.g. reintroducing, especially for the most vulnerable countries, the possibility of accumulation of product origin with countries that have graduated from GSP; reforming and expanding the list of products to be covered by the regulation with regard to semi-finished and finished products and easing the rules of origin for the most vulnerable countries – paragraph 18; including services in the next GSP Regulation - paragraph 20; placing more emphasis on improving environmental standards (e.g. by adding the Paris Agreement to the list of 27 core international conventions for GSP+ beneficiaries – paragraph 11; better monitoring of the implementation of GSP (e.g. greater transparency and communication between co-legislators and stakeholders in the GSP withdrawal process – paragraph 12; measures related to excluding products from Export Processing Zones that are exempt from national legislation related to labour rights – paragraph 22; exploring the possibility of introducing additional tariff preferences for products that are proven to have been produced sustainably – paragraph 27.
6. Response to the requests and overview of action taken, or intended to be taken, by the Commission:
General recommendations
Paragraph 8: as indicated in the Commission’s report to the European Parliament and the Council on the application of the GSP Regulation[footnoteRef:3], the Commission will consider measures to raise awareness on the GSP Regulation, to promote a better uptake of the scheme, not just for businesses, but also for civil society and social partners, which have an important role to play in the implementation of the international conventions. The external consultant’s study supporting the mid-term evaluation of the GSP Regulation assessed certain aspects of distribution of gains of the GSP scheme, as well as possible unintended positive and negative indirect impacts thereof. However, a more detailed and in-depth assessment is hindered by the lack of data and the difficulty of isolating the impact of GSP from other influencing factors. [3:  	COM(2018) 665 final, 4.10.2018; http://ec.europa.eu/transparency/regdoc/rep/1/2018/EN/COM-2018-665-F1-EN-MAIN-PART-1.PDF] 

Paragraph 10: the Commission shares the concerns expressed in the resolution in respect of the need to protect civil society and human rights defenders when it engages with GSP+ countries and through enhanced GSP engagement. The Commission is therefore carefully and continuously monitoring civil society space in those countries.
Paragraph 13: the Commission consults with all relevant services in order to enhance bilateral efforts in promoting human rights, labour rights and democracy. The conclusion of the last biennial report on the GSP covering the period 2016-2017[footnoteRef:4] was that GSP+ has helped beneficiary countries to intensify their engagement in the EU Human Rights Dialogues and that GSP+ has improved synergies and led to a mutually re-enforcing leverage of the two tools. [4:  	COM(2018) 36 final, 19.01.2018; http://trade.ec.europa.eu/doclib/docs/2018/january/tradoc_156536.pdf] 

Paragraph 10 and 14: in line with its Trade for All Communication, the Commission is committed to transparency and has put in place measures to ensure transparency also in the GSP monitoring process. Regular and broad stakeholder consultations are held in Brussels and in beneficiary countries in order to allow civil society actors, including local civil society and social partners, to engage in the process. The biennial reports on the implementation of GSP, which are transmitted to the European Parliament and the Council and publicly available, are a major source of information. Moreover, following the conclusions of the mid-term review, the Commission will explore practical ways to further improve transparency of GSP+ monitoring and to further civil society involvement.
Paragraph 15: the Commission agrees that the withdrawal of GSP should be seen as a measure of last resort and that it should be designed in such a way as to minimise the negative effect on the local population. The Commission also agrees that the conditional nature of the schemes should be used to preserve the positive impacts on human and labour rights and the credibility of the schemes and to ensure action in cases of severe and systematic violations. As to graduated withdrawal of trade preferences, the GSP Regulation already foresees this option, and the Commission does not intend to limit that possibility in future.
Paragraph 20: the updated Aid for Trade (AfT) strategy, adopted in December 2017 emphasises the need for greater alignment with GSP. The focus on EBA beneficiaries remains a key part of the updated strategy. The updated AfT strategy asks to regularly assess the rate of preferences utilisation by GSP beneficiary countries, and to analyse the limiting factors, from both domestic supply-side and EU trade regime perspectives. The strategy calls for EU AfT to be directed towards better addressing such constraints. The 2018 EU AfT progress report provides a first stock-taking of relevant work in this area carried out, and will be complemented by the upcoming 2019 report. AfT can help increase awareness – including among EU industry – of the preferences, and through the furtherance of productive capacity help partner countries attract more investments and diversify beyond traditional export sectors. The Commission aims at designing AfT projects so they cater to these GSP specific objectives of the strategy.
Paragraphs 23 to 26: the Commission is promoting Corporate Social Responsibility (CSR)/ Responsible Business Conduct (RBC) through many of its policies. Relevant measures are detailed in the Commission Staff Working Document on Corporate Social Responsibility, Responsible Business Conduct, and Business & Human Rights: Overview of Progress[footnoteRef:5] published in March 2019 as well as in A renewed EU strategy 2011-14 for Corporate Social Responsibility[footnoteRef:6]. Ensuring and speeding up the effective implementation of the recently adopted legislative measures and consolidating the implementation of international guidelines and the recent important EU initiatives relating to action on CSR/RBC will contribute to promote responsible behaviour by companies and investors, including in GSP beneficiary countries. The Commission underlines the responsibility of business enterprises to avoid causing or contributing to adverse impacts and to prevent adverse impacts linked to their operations including in global supply chains. [5:  	SWD(2019) 143, 20.03.2019; https://ec.europa.eu/transparency/regdoc/rep/10102/2019/EN/SWD-2019-143-F1-EN-MAIN-PART-1.PDF]  [6:  	COM(2011) 681, 25.10.2011;
http://www.europarl.europa.eu/meetdocs/2009_2014/documents/com/com_com(2011)0681_/com_com(2011)0681_en.pdf] 

Recommendations on the forthcoming review of the GSP Regulation
Paragraphs 11, 17, 18, 20, 22 and 27: the Commission takes good note of the recommendations in the resolution related to the future review of the GSP Regulation, including those related to updating the list of conventions, ensuring coherence between GSP and Free Trade Agreement regimes, further measures to enhance export diversification in GSP countries, measures related to excluding products from Export Processing Zones that are exempt from national legislation related to labour rights and the possibility of providing additional tariff preferences for sustainably produced products. The Commission will consider carefully how these recommendations could be incorporated into the process of the forthcoming review.
With regard to the possible inclusion of trade in services in the next GSP scheme, it needs to be kept in mind that the Enabling Clause in the WTO covers only trade in goods. Furthermore, the Commission recalls that the EU has already unilaterally given preferential market access and national treatment to service suppliers of the large majority of the EU’s GSP scheme’s beneficiaries thanks to the EU’s operationalisation of the Least Developed Countries services waiver as from 18 November 2015. Therefore, before considering the possibility of including services in the next GSP scheme, the Commission will need to first evaluate whether and under what conditions this would be compatible with WTO rules, and also assess the impact of the said LDC services waiver, including its long term effects.

