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A preliminary investigation into 
the effects of the changes in the 
EU’s GSP 

Background 

The European Commission has recently published a proposal for an upgrade to its Generalised 

System of Preferences (GSP)1. Whilst there are little changes in terms of product coverage or the 

degree of preferences offered, the change in its beneficiaries is likely to bring about an important re-

orientation of trade flows. High and upper middle income economies, as classified by the World 

Bank, will lose GSP beneficiary status when classified as such for three successive years. The same 

treatment will be extended to; countries that are already in an FTA with the EU; and a selection of 

Overseas Countries and Territories (OCTs)2. Additionally the criteria that determine eligibility for 

GSP+ status will change. In the old system, to qualify for this regime, countries needed to hold a 

share of EU imports from GSP beneficiaries of less than 1%. This is now changed to 2%. The criteria 

for non-diversification, which specified that countries would have to have a concentration of total 

exports to the EU in 5 TDC sectors of at least 75%, is now changed to 7 sectors. But the amount of 

TDC sectors has been expanded from 21 to 32. 

The changes are likely to result in an important reshuffling of the current beneficiaries into different 

categories. This reshuffle can be broadly divided into four categories: 

1) GSPMFN. (e.g. Argentina, Brazil, Russia...) 

2) GSPGSP+. (Likely e.g. Pakistan, Philippines) 

3) GSPPREF. (e.g. EPA and IEPA signatories and for example Mexico) 

4) GSP+MFN. (e.g. Panama, Venezuela, Costa Rica...) 

The first is the reclassification from GSP beneficiary to MFN status as per the income threshold. The 

second change is then a shift in the countries that were previously receiving GSP preferences and 

will now pass to receive the more generous GSP+ treatment. The increase in the import share 

criterion from 1% to 2% is likely to qualify some (previously) GSP beneficiaries for GSP+ treatment. 

Whilst it is hard to determine who exactly, owing to the new TDC sector classification and the new 

set of beneficiaries serving to compute the denominator of the import criterion, some countries 

                                                           
1
 This proposal awaits ratification from the European Parliament and Council of Ministers.  

2
 Countries that are above the income threshold criteria remain eligible to the GSP scheme, hence should their 

conditions change they will become GSP beneficiaries. The same applies to countries in an FTA with the EU 
where the expiration of a trade agreement may also trigger a re-incorporation into GSP beneficiary status. The 
OCTs will no longer figure as GSP eligible countries. 
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such as Pakistan or Philippines might find themselves benefiting from more generous preferences3. 

The third change captures countries that have signed a trade agreement with the EU and who lose 

GSP beneficiary status (they retain GSP eligibility). The final change then identifies countries that are 

graduated out of GSP+ preferences on the basis of the income threshold.  

There are also changes in the graduation criteria. The expansion of the TDC classification is 

concurrent with a change in the graduating thresholds which move from 15% to 17.5% in all sectors 

except for textiles where the change is from 12.5% to 14.5%. These graduation criteria only apply to 

GSP beneficiaries and hence GSP+ and EBA countries are exempt from graduation. The EU has also 

introduced measures to streamline the withdrawal of countries from the entire GSP scheme when 

there is evidence of unfair trading practices as well as re-enforcing the monitoring process for the 

GSP+ beneficiaries4. These changes are set to be made effective for the 1st of January 2014 at the 

latest (pending ratification from the European Parliament and the Council of Ministers) hence a roll-

over to the current regime is likely to apply till then. The main objective of such a reform is to make 

preferences more effective for the countries that need these most. The EC hope to achieve this by 

reversing the preference erosion trend and making unilateral preferences more exclusive. However 

the engagement in bilateral trade deals with many countries through the ‘global Europe’ initiative 

cast an initial doubt on the reach of this new proposal. 

In this brief note we look at the preliminary implications of the changes to the GSP scheme’s 

beneficiaries where we try to identify who will win most and at the expense of whom these gains 

will transpire. To this end, we categorise countries according to the preferential regime that they are 

likely to receive upon implementation of the new scheme for the latest year for which data is 

available. Broadly, the countries that are to lose most are those that are reclassified into the MFN 

category (instances 1 and 4 above). It follows that the countries that will gain most are those which 

will retain their preferences. The gain is to transpire through a reduction in the competitive climate 

that they face in the EU. Countries that will see their preferences enhanced (instance 3 above) are 

also likely to gain. Additionally, the reduction in the number of preference beneficiaries can also 

have a positive impact on countries that currently face the MFN regime. To the extent that these 

have been discriminated against through these preferences, then the reversal of this discrimination 

could also level the playing field between these countries and hence have a positive impact on 

countries that faced the MFN regime prior to the reshuffle. The extent of this gain will depend on 

the extent of trade diversion that was previously taking place as a result of the unilateral 

preferences offered. 

 

 

                                                           
3
 Predicting who will be in this position is not easy as TDC changes and also the change in beneficiaries, as per 

the income criterion, are likely to affect this selection. Changes in beneficiaries can induce a statistical effect 
through impact on the denominator of the import share criterion. 
4
 In terms of the timeframe of reviews (Every two years instead of every three years), the definition of 

effective implementation of conventions and the burden of proof. 
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Conceptual 

A reduction in the beneficiaries of the new GSP system will result in a positive effect on the countries 

that retain these. This inversed preference erosion, or preference consolidation, is likely to cause a 

re-orientation of trade from the countries that are excluded to those that retain preferences. The 

size of this impact will in turn depend on:  

i) The amount of trade that will be excluded from preferential treatment. This will give us an 

indication of the amount of trade that could be re-orientated 

ii) The size of the preference margins lost. Which identifies the competitive advantage that those 

that retain preferences will have over those that lose these.  

iii) The similarity in the composition of trade with the EU between included and excluded 

countries. This allows us to grasp the similarity in the composition of trade with the EU 

between included and excluded partners and hence how likely a country is to take advantage 

of the changes in relative preferences.  

iv) The competitive atmosphere or pressures that prevail between included and excluded 

countries. 

The key lies in identifying the competitive climate between retaining and excluded countries on the 

basis that the more similar these are, the higher the potential for trade re-orientation from excluded 

to included countries. Equally then, the lower the similarity between these, the lower the elasticity 

of substitution, and hence the smaller the negative impact on the countries that are excluded. There 

is also a third type of effect that transpires through changes in prices and hence suggests possible 

terms of trade changes. Again, these depend on the competitive climate and the degree to which 

countries can command prices. Using FK and RECPI indicators can serve gauge the degree of 

competitiveness across countries. The former can be used to assess the similarity between countries 

and hence the possible degree of substitution whereas the latter can be useful in identifying the 

competitive pressures prevailing between groupings. Changes to the climate that exporters face in 

the EU will in turn depend on the suitability of the regime of entry for any given country. Hence if a 

country does not utilise its preferences much or sees most of its trade entering the EU market 

through the MFN regime then the change in beneficiaries is likely to have a small impact on the 

country in question. This is known as the structural limitations of the regime where the usefulness of 

preferences for a country that trades products which face a zero MFN tariff is very limited. 

Understanding the effects of the preference consolidation that will arise from the EU’s shuffle can be 

done through an identification or the structural limitations and the change in the competitive 

climate as captured by the above cited indicators. 

Analysis 

The change to the beneficiaries of the EU’s GSP system is, a priori, substantial. The EC (2011) 

suggests that it will see these reduced from 176 to around 80. A large part of this reduction will 

affect countries that will graduate from ‘standard’ GSP preferences to the MFN regime (although 

many countries will see their GSP preferences replaced by the more generous ones offered to them 

in the various EU agreements). Figure 1 shows the change in imports from GSP beneficiaries as a 

result of the new proposal. Where 114 countries were eligible for the standard GSP regime, the 
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proposal will see this reduced to around 21. This change will affect around 50% of imports from old 

beneficiaries hence reducing the share that these occupy in total EU imports from 56% to 28.5%. 

Figure 1: EU imports from old and new ‘standard’ GSP beneficiaries 

 

Changes to the GSP+ regime will also arise, and as summarised earlier there will be both an entry 

and an exit into this regime. Countries that lose GSP+ status (Panama, Venezuela, Costa Rica) in 

favour of the MFN regime could be substantially affected. Similarly, countries that become eligible to 

these preferences as a result of the new thresholds could have much to gain. To see what countries 

could be eligible for GSP+ preferences, Table 1 shows import shares and concentration indices for 

GSP beneficiaries. The table is ranked according to a decreasing share of EU imports from a given 

country as a proportion to imports from all GSP beneficiaries. Hence countries that have an import 

share below 2% in this table could be eligible for GSP+ preferences if they satisfy the concentration 

criteria. Whilst we have little information about the new TDC classification, trade concentration 

indicators can serve identify countries which may suffer from concentration of exports to the EU. 

The TCI in Table 1 identifies the concentration of these countries exports to the EU market at various 

degrees of aggregation. The lowest of these is the 2 digit level (97 sectors) which is the one that 

most closely resembles the TDCs (31 sectors). Of the top 13 countries in the table, which all satisfy 

the import share criterion, most could qualify for more generous preferences due to the strong 

concentration in their exports to the EU (not only at the 2-digit but also at the 6-digit level)5.  

 

 

 

 

                                                           
5
 It is important to note that we cannot say this with certainty unless we3 carry out the analysis at the TDC 

level. 
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Table 1: Import share criterion and concentration for GSP+ eligibility 

  

Trade Concentration 
Index 

Partner 
Import 
Share 

2-dig 4-dig 6-dig 

FS Micronesia 0.00% 0.570 0.562 0.303 

Nauru 0.00% 0.593 0.593 0.593 

Tonga 0.00% 0.348 0.347 0.347 

Tajikistan 0.01% 0.390 0.369 0.258 

Marshall Isds 0.04% 0.912 0.646 0.446 

Kyrgyzstan 0.04% 0.838 0.837 0.837 

Turkmenistan 0.08% 0.750 0.490 0.419 

Uzbekistan 0.09% 0.186 0.098 0.087 

Rep. of Moldova 0.13% 0.066 0.028 0.019 

Congo 0.32% 0.704 0.656 0.656 

Pakistan 0.82% 0.120 0.069 0.021 

Philippines 1.16% 0.279 0.096 0.047 

Iraq 1.42% 0.966 0.966 0.966 

Viet Nam 2.04% 0.088 0.032 0.021 

Ukraine 2.36% 0.128 0.044 0.028 

Iran 2.88% 0.765 0.761 0.761 

Indonesia 2.95% 0.063 0.032 0.022 

Nigeria 3.17% 0.871 0.546 0.535 

Thailand 3.72% 0.109 0.025 0.019 

India 7.15% 0.053 0.029 0.025 

China 61.08% 0.129 0.024 0.013 

Source: Data extracted and indicators calculated using TradeSift  

In terms of changes to the EBA grouping, we foresee very little movement and will assume 

henceforth that no country will lose preferences under this regime. 

The figures presented suggest that there could be a considerable amount of trade that ‘shifts’ as a 

result of the changes in beneficiaries, however, many countries that will no longer qualify as GSP will 

still have preferential access to the EU via trade agreements. Hence the countries that will lose out 

most and also which will have an effect on the remaining GSP beneficiaries will be those that shift to 

MFN status. In Table 2 we identify these countries trade with both the EU and the rest of the world. 

Additionally we look at the degrees of preference utilisation so as to provide an upper limit to the 

amount of trade that could be diverted towards preference retaining countries. Table 2 shows us 

that many countries are dependent on the EU as a destination for their exports, however the 

amount of exports that entered into the EU using the GSP regime (in 2008) appears to be low in 

most instances. Aruba, Bahrain, Cuba, Kuwait and Oman being outliers. We also compute the 
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weighted average tariff that would apply under different scenarios. ‘Actual’ represents the weighted 

average tariff that was in place in 2008 taking into account all possible regimes of entry. The MFN 

tariff then looks at what the weighted average tariff would look like if all trade entered into the EU 

through the MFN tariff whilst the GSP tariff shows the tariff that these countries would face in the 

EU if they fully utilised all the GSP preferences (only) that were offered to them. The difference 

between the MFN and the GSP columns then tell us the potential size of the loss of preferences. 

What emerges from the table is that countries have relatively small tariff preferences. The country 

which would be most affected would be Cuba with a 6.5% point tariff preference loss. Another 

country that might be affected is Bahrain where the preference loss would be of 2.8 percentage 

points. To compute the trade that could possibly be affected by the loss of GSP preferences we 

multiply the share of trade in 2008 that entered using the GSP regime by the amount of exports that 

each country sends to the EU. This metric gives us a very crude measure of the possible impact of 

losing preferences or to some extent the upper bound amount of trade that could be affected by the 

change into the MFN regime. The final column of the table then divides this number by the share of 

total exports for each country hence giving us a measure of the upper bound impact as a proportion 

of total trade. We see from this column that the impact of losing preferences could be quite 

significant for some countries (share of total trade in parenthesis) such as Cuba (9.4%), Bahrain 

(9.1%), Costa Rica (5.4%), Kuwait (4.5%), Aruba (4.3%), Argentina (4.1%), Uruguay (3.1%) and Brazil 

(2.9%). In terms of the total amount of trade that can be displaced from this grouping, we see that a 

greater share of 90% of this comes from countries such as (in order of trade magnitude) Brazil, 

Malaysia, Russia, Saudi Arabia, Argentina, UAE, Kuwait, Costa Rica, Qatar and Kazakhstan6.  

 

 

 

 

 

 

 

 

 

 

 

                                                           
6
 The countries that retain preferences and that most closely resemble these selected countries should benefit 

most from a reorientation of trade flows. 
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Table 2: Countries Moving from GSP to MFN status trade flows 2010 and share of entry by old 
regime 2008. 

Reporter  Exports to 
the EU 

(000’s $) 

Share 
EU 

Share to EU using  

Average weighted 
tariff under diff 

scenarios 
  GSP=0 GSP>0 MFN=0 MFN>0 Actual MFN GSP trade 
affected 
(000’s $) 

share 
of tot 

affected 

Anguilla 459 3.90% 0.00% 0.00% 30.50% 64.80% 1.8 1.8 0.0 0 0.00% 

Argentina 12345894 20.60% 7.20% 12.60% 59.90% 17.10% 3.5 6.4 5.4 2438314 4.10% 

Aruba* 7478 6.50% 56.60% 9.10% 2.80% 0.00% 0.4 1.9 0.1 4914 4.30% 

Bahrain 889237 18.50% 32.40% 16.70% 8.50% 42.30% 3.0 5.1 2.3 436260 9.10% 

Bermuda 729482 81.80% 0.00% 0.00% 99.10% 0.90% 0.0 0.0 0.0 0 0.00% 

Bouvet Island 1324 1.00% 0.00% 0.00% 27.10% 72.90% 3.7 3.7 0.2 0 0.00% 

Brazil 42647294 22.90% 7.40% 5.40% 71.10% 14.80% 2.2 3.9 3.1 5454589 2.90% 

Brunei 10182 0.20% 0.80% 1.90% 40.10% 57.10% 1.5 1.6 0.3 281 0.00% 

Cayman Isl. * 1156320 76.60% 0.00% 0.00% 92.20% 7.80% 0.2 0.2 0.0 463 0.00% 

Christmas Isl.* 346 2.20% 0.00% 0.00% 57.50% 13.80% 0.6 0.6 0.0 0 0.00% 

Cocos Isl. 2244 28.00% 0.00% 0.00% 95.20% 4.80% 0.3 0.3 0.2 0 0.00% 

Cook Isl. 1729 7.10% 1.10% 2.20% 83.70% 9.20% 0.9 1.0 0.6 56 0.20% 

Costa Rica* 7337913 26.50% 20.20% 0.10% 57.80% 19.60% 5.1 6.7 5.0 1491798 5.40% 

Cuba 384363 16.30% 15.80% 42.00% 24.50% 13.20% 10.0 16.4 9.9 222085 9.40% 

Gabon 1137327 18.10% 5.50% 3.10% 89.90% 0.50% 0.2 0.7 0.2 97241 1.60% 

Guam 818 3.50% 0.60% 0.80% 5.40% 93.20% 4.1 4.2 1.5 11 0.00% 

Kazakhstan 19342495 32.10% 4.00% 1.00% 93.60% 1.50% 0.1 0.5 0.3 963256 1.60% 

Kuwait 5056150 13.50% 31.20% 2.50% 63.80% 1.80% 0.2 1.7 0.1 1699878 4.50% 

Libya 36359859 47.30% 1.50% 0.60% 96.40% 1.20% 0.1 0.1 0.0 763557 1.00% 

Malaysia 27071897 14.70% 11.50% 6.50% 64.30% 15.30% 1.2 1.9 0.6 4859406 2.60% 

Mayotte* 6696 46.20% 0.00% 0.00% 48.20% 15.60% 0.9 4.0 1.6 0 0.00% 

Namibia* 1514345 39.00% 0.00% 0.70% 20.20% 3.30% 0.8 9.8 7.6 11358 0.30% 

Oman 623463 3.20% 28.40% 15.80% 37.20% 18.60% 1.4 3.4 0.6 275321 1.40% 

Panama 831516 19.30% 11.10% 2.60% 64.20% 22.10% 3.1 4.7 3.0 113336 2.60% 

Qatar 10298599 21.40% 5.70% 4.00% 88.40% 1.50% 0.2 0.6 0.2 995875 2.10% 

Russia 187925622 40.60% 1.00% 0.60% 94.10% 4.00% 0.2 0.4 0.2 3006810 0.60% 

Saudi Arabia 19856057 12.00% 7.70% 7.10% 83.30% 1.50% 0.3 1.0 0.2 2930754 1.80% 

UAE 7520219 9.30% 22.90% 6.90% 48.50% 18.10% 1.2 2.8 0.9 2244033 2.80% 

Uruguay 1747043 22.80% 3.70% 10.00% 43.50% 42.40% 14.0 21.1 20.6 239694 3.10% 

Venezuela 4979191 9.00% 10.20% 0.60% 87.50% 1.60% 0.1 0.8 0.0 538251 1.00% 

Source: TradeSift calculations. Utilisation taken from Caris (2010) and for year 2008 
Note: values of utilisation don’t add up to 100 due to presence of other preferences or an unknown regime of 
entry into the EU. The values reported are for 2008 utilisation 
*Countries have some form of preferences 
** Tariffs reported are GSP+ weighted averages 

 

Once an upper bound figure for the amount of trade that could be reoriented has been identified 

one need consider the countries that will most benefit from this re-orientation. As previously stated, 

countries retaining preferences will receive less competitive pressures from those that have lost 

these. We can gauge the effects of the competitive climate changes by considering several factors. 
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First, the amount of trade that the country in question does with the EU as a share of its total trade. 

Second the amount of this trade that is actually using preferences. These two factors will give us a 

measure of the current importance of the regime for each country. If a country’s trade enters mostly 

using MFN tariffs, even if it sends most of its exports to the EU, the change in beneficiaries is likely to 

have little impact as the GSP system is structurally limited for that country. The third factor to 

consider then is the competitive pressure that the change in beneficiaries will stop exerting on 

countries retaining preferences. This can be captured by using the current preference margin 

received and the RECPI indicator. This indicator tells us not only the degree of overlap between two 

country’s trading structures, but also the magnitude of this overlap. Hence if the indicator is 2, this is 

indicative that the reference group is two times bigger than the country under analysis in the 

products that matter most for that country in the EU market. In Table 3, we summarise the above 

measures. The table is analogous to Table 2 but it includes two extra columns. The first is the RECPI, 

which is calculated against the reference group that switches from GSP status to MFN (the countries 

in Table 2). In addition to this reference group, the RECPI is calculated only on products where the 

EU has an MFN that is above 5%. We invoke this product selection because we are uninterested in 

how big the reference group is in tariffs that are already low or zero as there should be little change 

in the competitive climate for these tariff headings7. The final column in Table 3 is the FK which is 

calculated with respect to the reference group’s exports to the EU. It captures the similarity in 

exporting structures between a given country and the reference group hence hinting on the possible 

degree of substitutability between exporting structures. 

 

Table 3 yields some interesting preliminary observations. Whilst Pakistan and India are the countries 

who have the highest degree of trade affected, the RECPI’s suggest that there are little competitive 

pressures coming from the countries which will lose GSP preferences and switch to the MFN regime 

(remembering that this is done across tariff lines which are above 5%). Pakistan is a particularly 

interesting case as it is likely to qualify for the new GSP+ scheme. This regime is more favourable in 

its preferences for the products that Pakistan produces namely textiles and clothing (CARIS, 2010) 

and as shown in the hypothetical tariff that would apply under the GSP+ regime. Hence what we can 

say is that Pakistan is likely to benefit from a deepening of the preferences, but in terms of 

preference consolidation it would not stand to gain very much owing to the low degree of 

competitive pressures that the countries that will switch to the MFN regime exert on Pakistan. This is 

then reinforced by the value of the FK indicator which suggests that Pakistan’s exports to the EU are 

relatively dissimilar to those of the reference group. The case of Vietnam, a country which tends to 

use its GSP preferences to a greater degree and which trades substantially with the EU, is similar but 

it is not likely to receive deeper preferences as those offered in the GSP+, this despite benefiting 

greatly from a deepening of the preferences as the hypothetical GSP+ tariff suggests. The low RECPI 

and FK suggests that it has little to gain from preference consolidation. Other countries which will 

also have little to gain from preference consolidation are those for which the structural limitation of 

the GSP sees most of their trade entering the EU via an MFN tariff of zero. If GSP preferences are in 

products which they do not export to the EU then preference consolidation is not likely to take 

                                                           
7
 It is important to bear in mind that this last statement is very broad. It is possible that even in product lines 

where tariffs are below 5% there can be a fierce competitive climate and hence important impacts on 
preference retaining countries. 
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place. Looking down the table we see that Iraq, Marshall Isl., Nigeria, Iran, Congo, and to a lesser 

degree Turkmenistan lie within the category of countries unlikely to benefit much from the 

reshuffle. The question is then who, within the new GSP grouping is likely to benefit most? A priori it 

would be the countries which already trade most with the EU under preferences and which also 

show the highest RECPI with respect to the reference group. Moldova, Uzbekistan, Kyrgyzstan and 

Tajikistan are those which will benefit most from preference consolidation8. Additionally, and if 

Table 1 is correct in its predictions, these countries will also see a deepening of their preferences 

through their eligibility to the GSP+ regime. The consolidation of preferences and the deepening of 

these might deliver a more sizeable positive impact on their trade with the EU. 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
8 Whilst the above presupposes no changes in the use of preference, it is possible that preference 

consolidation result in changes in utilisation or in the regime of entry. Countries who are not currently 
competitive in GSP preference receiving sectors may have been pushed out of the EU market as a result of stiff 
competition. Preference consolidation may result in a greater use of the preferences offered and deliver 
increased market access. 
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Table 3: GSP preference retaining countries and possible impact of proposed scheme 

Exports Value 
  

Share to EU using  
Average weighted tariff under diff 

scenarios 
  

 

Reporter 

EUN Share EU GSP=0 GSP>0 MFN=0 MFN>0 Actual MFN GSP GSP+ trade 
affected 

RECPI FK 

China 
373,000,364.12 31.30% 0.30% 0.60% 46.20% 52.60% 3.47 3.63 1.85 0.05 0.30% 0.04 0.11 

Congo 
1,974,605.89 23.60% 3.80% 0.10% 93.20% 2.40% 0.04 0.16 0.01 0.00 0.90% 915.05 0.46 

India 
43,646,960.57 32.00% 24.40% 26.50% 33.00% 14.90% 2.78 4.90 2.56 0.21 16.30% 0.23 0.19 

Indonesia 
18,021,699.74 16.20% 11.50% 17.20% 45.50% 20.90% 2.74 3.94 2.03 0.04 4.70% 0.63 0.1 

Iran 
17,586,523.35 31.80% 1.70% 2.60% 93.90% 1.70% 0.16 0.28 0.12 0.01 1.30% 4.95 0.47 

Iraq 
8,644,357.79 26.00% 0.00% 0.00% 100.00% 0.00% 0.00 0.00 0.00 0.00 0.00% 480.2 0.44 

Kyrgyzstan 
262,832.74 33.70% 2.70% 6.70% 46.80% 41.80% 2.02 2.46 0.87 0.27 3.10% 4.02 0.01 

Marshall Ils. 
231,040.05 79.70% 0.00% 0.00% 99.50% 0.50% 0.02 0.02 0.01 0.00 0.00% 58.04 0.04 

Micronesia 
145.90 0.40% 4.00% 44.80% 17.90% 33.30% 4.93 8.26 2.81 0.00 0.20% 960.2 0 

Moldova 
769,620.39 52.80% 15.70% 0.10% 19.80% 7.20% 0.45 7.86 5.51 0.37 8.30% 2.5 0.05 

Nauru 
344.52 1.40% 0.00% 0.00% 60.10% 2.00% 0.06 0.06 0 0 0.00% 10,701.25 0.01 

Nigeria 
19,333,479.61 34.50% 1.30% 0.60% 97.50% 0.30% 0.03 0.09 0.03 0.01 0.60% 8.82 0.47 

Pakistan 
5,016,756.09 36.50% 10.80% 67.00% 9.30% 10.10% 6.39 8.66 6.53 0.70 28.40% 0.14 0.03 

Philippines 
7,113,985.17 14.70% 10.00% 8.60% 68.10% 10.50% 1.43 2.14 1.12 0.03 2.70% 0.08 0.07 

Tadjikistan 
75,162.75 10.40% 13.50% 9.30% 10.60% 66.40% 2.86 3.44 2.84 1.98 2.40% 37.13 0.01 

Thailand 
22,742,101.99 16.80% 14.20% 14.40% 36.10% 32.10% 4.21 6.12 4.13 2.12 4.80% 0.56 0.11 

Tonga 
622.25 10.20% 0.60% 1.90% 11.20% 86.30% 10.41 10.59 5.03 0 0.30% 1,426.70 0.02 

Turkmenistan 
482,122.92 21.40% 10.50% 4.30% 80.00% 5.00% 0.69 1.06 0.61 0.00 3.20% 1.49 0.31 

Ukraine 
14,416,942.88 35.20% 9.50% 8.90% 73.10% 7.70% 0.56 4.14 3.35 2.94 6.50% 0.47 0.19 

Uzbekistan 
549,286.93 11.40% 9.60% 25.30% 52.80% 10.40% 1.76 2.55 1.68 0.15 4.00% 6.13 0.11 

Vietnam 
12,450,234.19 21.30% 9.70% 34.70% 30.30% 19.80% 4.81 6.82 4.25 0.13 9.50% 0.47 0.06 

Source: TradeSift calculations. Utilisation taken from Caris (2010) and for year 2008 
Note: values of utilisation don’t add up to 100 due to presence of other preferences or an unkown regime of entry into the EU. The values reported are for 2008 utilisation 
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Taking a closer look then at the GSP+ countries and applying the same rationale as above, we see 

that preference consolidation should not benefit Mongolia, Sri Lanka, El Salvador, Colombia or 

Ecuador much as the competitive pressures from the reference group is low. For the case of 

Azerbaijan, Paraguay, Mongolia and to a lesser extent Peru, the share of trade that enters the EU via 

a zero MFN suggests that there is little additional benefit to be had from preference consolidation. 

Even for Paraguay, and despite this country receiving GSP+ preferences as opposed to GSP as per the 

values of the table, the impact of this is limited to 10% of its trade with the EU as the rest already 

enters this market through a zero MFN. The competitive pressures though, suggest that this 10% of 

trade (which represents 2.6% of total trade) could benefit from preference consolidation. Bolivia, 

Honduras and Nicaragua are similarly placed both showing a high RECPI with respect to the 

reference group and a similar total trade impact. The case of Armenia is interesting too. Even though 

the impact of GSP+ preferences is limited to around 57% of its trade with the EU, this represents 

over 30% of its total exports. Being a recipient of GSP+ preferences is likely to be highly beneficial 

and add to the strong preference consolidation effects that the high RECPI points to. Guatemala and 

Georgia, although not benefiting from deeper preferences should also witness a positive preference 

consolidation effect. 

 
Table 4: GSP+ preference retaining countries and possible impact of proposed changes 

Exports 
Value 

  
Share to EU using  

Average weighted tariff 
under diff scenarios 

   
Reporter 

EUN Share 
EU 

GSP+=0 GSP+>0 MFN=0 MFN>0 Actual MFN GSP+ trade 
affected 

RECPI FK 

Armenia* 340,182 57.30% 53.70% 0.90% 43.20% 2.10% 0.20 1.73 0.00 31.30% 7.23 0.03 

Azerbaijan* 12,920,245 69.80% 0.20% 0.00% 99.60% 0.20% 0.01 0.01 0.00 0.20% 195.72 0.45 

Bolivia 439,816 9.30% 26.80% 0.10% 69.40% 3.70% 0.35 1.54 0.35 2.50% 17.86 0.03 

Sri Lanka 2,870,349 44.60% 60.60% 0.20% 17.60% 19.60% 2.11 8.13 0.02 27.20% 0.22 0.04 

Colombia 5,767,163 18.90% 12.50% 1.40% 64.10% 20.30% 5.53 6.87 5.44 2.60% 0.74 0.13 

Ecuador 2,640,482 17.10% 42.00% 16.00% 7.50% 33.80% 9.98 18.32 9.93 9.90% 0.79 0.04 

El Salvador 269,006 7.10% 38.70% 0.00% 47.90% 12.00% 1.01 7.76 0.59 2.80% 0.34 0.02 

Georgia 733,187 44.80% 34.30% 0.00% 58.30% 6.30% 0.25 3.33 0.10 15.40% 1.58 0.43 

Guatemala 527,955 8.00% 38.20% 5.60% 49.90% 6.00% 1.12 3.96 0.92 3.50% 3.44 0.03 

Honduras 804,302 12.70% 19.90% 7.30% 64.20% 7.40% 1.72 4.22 1.33 3.40% 11.43 0.03 

Mongolia 123,135 4.20% 15.00% 0.00% 81.70% 3.30% 0.19 1.84 0.02 0.60% 0.18 0.02 

Nicaragua 251,944 8.10% 7.60% 18.10% 60.90% 13.30% 1.44 4.04 0.67 2.10% 11.09 0.03 

Paraguay* 1,299,558 48.50% 1.60% 3.80% 90.30% 3.40% 2.18 2.43 2.08 2.60% 26.85 0.04 

Peru 6,774,808 26.30% 23.70% 1.40% 70.80% 3.70% 0.40 2.88 0.34 6.60% 1.22 0.07 

Source: TradeSift calculations. Utilisation taken from Caris (2010) and for year 2008 
Note: values of utilisation don’t add up to 100 due to presence of other preferences or an unknown regime of 
entry into the EU. The values reported are for 2008 utilisation 

* These countries were not GSP+ countries till 2009 hence entry regime is GSP instead of GSP+ 
  
Finally we look at the possible impact of the new GSP proposal on EBA countries. Table 5 mimics the 

ones above for EBA countries. Here the structural limitations of the EBA scheme imply little effects 

on countries such as Guinea, Central African Republic, Timor-Leste, Rwanda, Liberia, Angola, 

Lesotho, Chad Congo (Dem Rep), Equatorial Guinea, Somalia, Burundi, Sierra Leone, Sao Tome and 
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Principe, Afghanistan and Burkina Faso (16 countries). This is because over 90% of their trade with 

the EU already enters at an MFN of zero. Another 7 countries have a share that is above 80%. 

Turning to the countries that are most likely to gain from preference consolidation we highlight 

Senegal, who has both an important share of ‘trade affected’ with the EU and a high RECPI implying 

that competitive pressures should ease and preference consolidation should benefit a substantial 

part of total exports. Countries such as Gambia, Eritrea, Malawi, Djibouti, Niger and Bhutan also 

stand to gain from preference consolidation. 

 
Table 5: EBA preference retaining countries and possible impact of proposed changes 

   

Share to EU using  

  

Reporter 

European 
Union 

Share 
EU 

EBA=0 EBA>0 MFN=0 MFN>0 trade 
affected 

RECPI 

Afghanistan 65,544.32 15.0% 2.5% 0.0% 92.5% 5.0% 0.4% 13.63 

Angola 5,105,353.45 11.7% 0.8% 0.0% 98.6% 0.5% 0.1% 48.15 

Bangladesh 8,736,739.81 51.5% 77.4% 0.0% 1.0% 19.0% 39.9% 0.04 

Benin 41,437.51 16.6% 2.2% 0.0% 54.9% 1.5% 0.4% 302.81 

Bhutan 1,229.77 6.3% 32.3% 0.0% 7.2% 60.5% 2.0% 378.75 

Burkina Faso 130,124.13 28.7% 5.9% 0.0% 92.3% 0.8% 1.7% 28.04 

Burundi (PREF) 38,617.66 69.9% 0.3% 0.0% 95.6% 1.6% 0.2% 1,282.13 

Cambodia 1,159,285.29 24.0% 73.9% 0.2% 0.3% 21.6% 17.8% 0.50 

Cape Verde 47,991.40 
 

81.0% 0.0% 8.9% 8.8% 
 

1.52 

Central African 
Rep. 

55,478.53 54.6% 0.5% 0.0% 99.0% 0.5% 0.3% 933.06 

Chad 285,797.96 9.4% 0.0% 0.0% 98.3% 1.7% 0.0% 13.95 

Comoros (PREF) 10,349.08 64.4% 1.1% 0.0% 73.5% 1.5% 0.7% 0.36 

Dem. Rep. of the 
Congo 672,371.83 13.4% 1.3% 0.0% 97.5% 0.5% 0.2% 16.27 

Djibouti 13,210.73 17.1% 44.6% 0.0% 42.9% 12.5% 7.6% 1,086.02 

Equatorial 
Guinea 

3,028,922.64 49.8% 2.9% 0.0% 96.3% 0.1% 1.4% 186.57 

Eritrea 5,207.49 50.2% 42.9% 0.0% 40.1% 8.5% 21.5% 26.89 

Ethiopia 648,441.29 52.5% 25.8% 0.0% 68.3% 1.2% 13.6% 0.09 

Gambia 23,705.98 50.1% 50.5% 0.0% 41.2% 5.5% 25.3% 158.31 

Guinea 625,394.63 72.9% 0.1% 0.0% 99.5% 0.3% 0.1% 243.53 

Guinea-Bissau 7,465.34 54.1% 7.1% 0.0% 86.4% 3.8% 3.9% 2,369.23 

Haiti (PREF) 34,149.57 5.1% 9.2% 0.0% 48.9% 17.2% 0.5% 6.71 

Kiribati 162.24 0.9% 0.0% 0.0% 86.8% 13.2% 0.0% 72,521.75 

Lao People's 
Dem. Rep. 

225,347.79 13.7% 76.3% 0.1% 9.2% 13.4% 10.5% 1.39 

Lesotho (PREF) 184,532.41 35.0% 0.3% 0.0% 98.5% 0.4% 0.1% 23.51 

Liberia 452,327.05 95.5% 0.0% 0.0% 98.8% 1.1% 0.0% 441.84 

Madagascar 
(PREF) 

636,704.66 71.6% 0.9% 0.0% 24.5% 1.6% 0.6% 2.81 
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Malawi (PREF) 309,626.65 42.4% 46.9% 0.0% 12.4% 12.4% 19.9% 42.44 

Maldives 47,649.75 53.1% 99.1% 0.0% 0.3% 0.4% 52.6% 0.79 

Mali 35,544.99 17.6% 5.9% 0.0% 89.9% 4.1% 1.0% 305.14 

Mauritania 701,574.85 37.4% 13.9% 0.0% 84.8% 0.7% 5.2% 1.28 

Mozambique 
(PREF) 

1,810,049.50 64.9% 1.4% 0.0% 5.6% 0.3% 0.9% 10.12 

Nepal (PREF) 112,738.05 46.9% 75.7% 0.0% 10.4% 7.5% 35.5% 0.14 

Niger 259,744.15 86.4% 3.0% 0.0% 12.2% 80.9% 2.6% 264.28 

Rwanda (PREF) 49,511.66 29.4% 0.0% 0.0% 99.0% 0.1% 0.0% 1,012.44 

Samoa 1,555.49 3.1% 19.4% 0.0% 22.4% 58.2% 0.6% 53.29 

Sao Tome and 
Principe 

8,704.80 55.7% 4.5% 0.0% 93.0% 1.4% 2.5% 51.93 

Senegal 392,882.82 85.7% 63.2% 0.0% 28.8% 1.5% 54.1% 6.03 

Sierra Leone 211,043.98 73.9% 0.3% 0.0% 93.5% 2.7% 0.2% 589.45 

Solomon Isds 34,564.43 9.8% 67.4% 0.0% 1.1% 5.8% 6.6% 0.41 

Somalia 1,862.53 2.3% 0.0% 0.0% 95.7% 4.3% 0.0% 472.22 

Sudan 121,502.56 1.4% 0.0% 0.0% 85.1% 1.8% 0.0% 285.49 

Timor-Leste 10,478.18 15.1% 0.0% 0.0% 99.0% 0.7% 0.0% 1,645.76 

Togo 293,645.96 58.6% 12.0% 0.0% 85.9% 0.4% 7.0% 106.55 

Tuvalu 125.41 0.9% 0.0% 0.0% 4.8% 85.5% 0.0% 0.00 

Uganda 516,281.82 86.6% 0.7% 0.0% 62.8% 1.2% 0.6% 2.01 

United Rep. of 
Tanzania (PREF) 

477,984.47 37.1% 5.1% 0.0% 37.7% 1.0% 1.9% 4.79 

Vanuatu 259,529.12 61.7% 81.0% 0.0% 10.3% 2.0% 50.0% 1.68 

Yemen 234,814.08 5.3% 75.4% 0.0% 14.2% 5.6% 4.0% 12.05 

Zambia (PREF) 282,075.07 7.5% 14.1% 0.0% 75.8% 2.9% 1.1% 0.56 

Source: TradeSift calculations. Utilisation taken from Caris (2010) and for year 2008 
Note: values of utilisation don’t add up to 100 due to presence of other preferences or an unknown regime of 
entry into the EU. The values reported are for 2008 utilisation 

(PREF) means that there are other preferences in place in 2008 

Conclusions 

 
In this study we have taken a very crude approach to the analysis of the impact of the EC’s new GSP 

proposal, a more thorough tariff line by tariff line approach would be advisable. However we learn 

quite a bit from the data presented here. First is that there is going to be a sizeable reshuffle in the 

system. Countries that lose GSP status are likely to lose out where some will lose more than others. 

Second, changing the GSP+ eligibility criteria is likely to increase the spread of the GSP+ system to 

many other old GSP beneficiaries hence bringing a deepening of the preferences offered. This is 

good as the effects of preference consolidation on GSP retaining countries are going to be small in 

magnitude. Where the GSP+ and EBA countries are concerned, there is a mixed message; some 

countries are to gain substantially from preference consolidation whilst others will not gain at all. 

The preference consolidation effects are limited to countries that are already using preferences. In 
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this reduction of beneficiaries, the EC seems to have reduced competitive pressures but they have 

not dealt with the structural constraints of the system which see many developing and indeed least 

developed countries not being able to benefit from the preferences offered due to the structure of 

trade already entering through a zero MFN. To this extent, the EC has not taken heed of the 

recommendations in CARIS (2010) which suggest that more creative policies need be put in place for 

countries most in need to benefit from such a system. Not tackling the structural problems of the 

system may reduce the achievement of such an ambitious reform.  
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ANNEX I 

GSP GSP+ EBA MFN Agreement 

China Armenia Afghanistan Anguilla Albania 

Congo (Republic 

of) Azerbaijan Angola Argentina Algeria 

India Bolivia Bangladesh Aruba Andorra 

Indonesia Colombia Benin Australia 
Antigua and 

Barbuda 

Iran Ecuador Bhutan Bahrain Bahamas 

Iraq El Salvador Burkina Faso Bermuda Barbados 

Kyrgyzstan Georgia Burundi Bouvet Island Belize 

Micronesia, 
Federated Sta Guatemala 

Cambodia 
(Kampuchea) Brazil 

Bosnia and 
Herzegovina 

Moldova Honduras Cape Verde Brunei Botswana 

Nauru Mongolia 

Central African 

Republic Canada Cameroon 

Nigeria Nicaragua Chad Cayman Islands Chile 

Pakistan Paraguay 

Comoros (excluding 

Mayotte) Christmas Island Cote d'Ivoire 

Philippines Peru 
Congo Democratic 

Republic 
Cocos Islands (or 

Keeling Croatia 

Rep. of the 

Marshall Isla Sri Lanka Djibouti Cook Islands Dominica 

Tajikistan   East Timor Costa Rica Dominican Republic 

Thailand   Equatorial Guinea Cuba Egypt 

Tonga   Eritrea Gabon Faroe Islands 

Turkmenistan   Ethiopia Guam Fiji 

Ukraine   Gambia 

Heard Island and 

McDonald 

Former Yugoslav 

Republic 

Uzbekistan   Guinea Hong Kong Ghana 

Vietnam   Guinea Bissau Japan Grenada 

    Haiti Kazakhstan Guyana 

    Kiribati Kuwait Iceland 

    Laos Libya Israel 

    Lesotho Macao Jamaica 

    Liberia Malaysia Jordan 

    Madagascar Mayotte Kenya 

    Malawi Montserrat Lebanon 

    Maldives Namibia Mauritius 

    Mali New Zealand Mexico 

    Mauritania North Korea Morocco 

    Mozambique Oman Norway 

    Myanmar Panama 

Occupied 

Palestinian Territory 

    Nepal Qatar Papua New Guinea 

    Niger Russian Federation San Marino 
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    Rwanda Saudi Arabia Serbia 

    

Sao Tome and 

Principe Taiwan Seychelles 

    Samoa United Arab Emirates South Africa 

    Senegal 

United States of 

America South Korea 

    Sierra Leone Uruguay St Kitts and Nevis 

    Solomon Islands Venezuela 
St Vincent and the 

Grenadines 

    Somalia   St. Lucia 

    Sudan   Surinam 

    Tanzania   Swaziland 

    Togo   Switzerland 

    Tuvalu   Syria 

    Uganda   
Trinidad and 

Tobago 

    Vanuatu   Tunisia 

    Yemen   Turkey 

    Zambia   Zimbabwe 

          

 

  

 

 

 

 

 


