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I.

Background

As Bangladesh is set to leave the group of the least developed countries (LDCs) in 2026, the most
important change that it is going to face will be associated with preferential market access for exporters.
Within the set of LDC-related privileges, Bangladesh has immensely benefited from unilateral trade
preferences granted by various countries under their respective Generalised System of Preferences (GSP).
Of these, none was more instrumental in making Bangladesh an LDC export success story than the EU GSP
scheme. Taking advantage of its Everything But Arms (EBA) initiative—designed for providing duty-free
and quota-free market access of goods originated from LDCs under relaxed rules of origin (RoO)
requirements—Bangladesh’s exports to the EU (including the United Kingdom) expanded rapidly from
$2.5 billion in 2000-01 to a peak of about $23 billion in 2018-19 before being hit by Covid-19 disruptions
causing the corresponding exports to stall and settle just above $21 billion in 2020-21. The EU and the UK
together accounts for about 60 per cent of Bangladesh’s merchandise exports.
More than 90 per cent of Bangladesh’s exports to the EU comprise textile and clothing items and almost
all of it has benefited from EU GSP preferences. As a result, Bangladesh managed to steadily expand its
apparel market share in the EU. During 2010-20, as China’s EU apparel market share fell from 30 per cent
to 22 per cent, Bangladesh saw its corresponding share rising from 6.5 per cent to 13 per cent (Figure 1).
The significance of the EU GSP scheme becomes clear in comparing with the developments taking place
in the apparel market of the US, which never allowed duty-free access for Bangladesh’s clothing items. In
2000, Bangladesh had almost an identical apparel market share (of 3.3 per cent) in the EU and United
States. A lack of preferential market access has resulted in only a marginal growth in Bangladesh’s export
market share in the United States vis-à-vis a much stronger performance in the EU (Figure 2).
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Figure 1: Apparel market share in the EU (including the
UK): Bangladesh and other comparators (%)
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The EU GSP also offers quite attractive preferential treatment to other non-LDC low-income and lowermiddle-income countries depending on their ability to meet certain pre-specified requirements and
export product compositions. That is why even after Bangladesh’s LDC graduation, the relevance of such
preference remains extremely important. The current EU GSP regime will expire in 2023 and will be
replaced a new one from the beginning of 2024. There have been studies to show that under the current
EU-GSP regime, Bangladesh, after its LDC graduation, would not qualify to secure the most attractive
preferential treatment, known as GSP+ (UNCDP, 2019; Razzaque et al. 2020). However, given the due
expiry of the current system within the next couple of years, the implications for Bangladesh would only
be clear from the provisions of the new GSP replacing the existing regime. In September 2021, the EU
unveiled its newly proposed GSP for the period 2024-2034. Understanding various provisions of the
proposed system is critical to assess preferential market access opportunities for different export
products in the post LDC period. This policy brief is an attempt in this respect.
The main findings and recommendations of this policy brief can be summarized as follows:








II.

The new GSP proposal is likely to make it possible for Bangladesh to qualify for GSP+ after its
LDC graduation but the specified EU ‘safeguards’ would exclude textile and clothing items from
any tariff preferences.
This is clearly contradictory to the intent of the proposed new regime as in the preamble to the
new proposal (paragraph 24), it is stated that product graduation should not apply to GSP+ and
EBA beneficiary countries but the likely exclusion under safeguards will be tantamount to product
graduation.
Otherwise, the new EU GSP proposals for 2024-2034 can be considered as an improvement over
the past regime in the sense that it would abolish the GSP import share condition, which would
be an obstacle for Bangladesh in accessing GSP+. Although the number of international
conventions to be ratified and implemented has been increased to 32 (a rise of 5 over the past
regime), it should not be a major problem for Bangladesh.
There is now a limited but a potentially invaluable window of opportunity for Bangladesh to
engage with the EU so that the changes can be incorporated to keep GSP+ countries (like EBA
beneficiaries) out of the safeguard provisions.

The Proposed EU GSP for 2024-34 and Implications for Bangladesh

Key message 1: One major implication arising from the newly proposed EU GSP scheme 202434 is that Bangladesh, after its LDC graduation, is most likely to qualify for GSP+, which would
not be possible for under the existing rules. While this is a welcome development, accessing
GSP+, however, will not enable Bangladesh’s apparel exporters to continue with duty-free
market access.
Like its current GSP regime, the proposed EU GSP for 2024-34 retains the same three different trade
preference arrangements: (i) a general arrangement (Standard GSP); (ii) a Special Incentive Arrangement
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for Sustainable Development and Good Governance (GSP+); and (iii) an Everything but Arms (EBA)
arrangement for LDCs. The EBA will remain the most generous scheme, followed by GSP+ and Standard
GSP. The admission criteria for the EBA will continue to be automatic for the countries on the United
Nations LDC list. Given Bangladesh’s LDC status until 2026 and the fact that the EU allows for an additional
three-year transitional period after graduation, Bangladeshi exporters can expect to enjoy the existing
preferential treatment until 2029.1
Graduating LDCs can apply for the second-best preferential regime, GSP+, which grants duty-free access
to 66 per cent of EU tariff lines and is of interest to Bangladesh after its LDC graduation. The new proposals
have made certain changes to the eligibility criteria for this scheme. According to the existing regulations,
a potential GSP+ beneficiary country must satisfy two broad criteria of vulnerability and sustainable
development. The vulnerability criterion listed two specific preconditions: (i) the import share criterion
would require a beneficiary country’s share of GSP-covered import must remain below 7.4 per cent of
GSP-covered imports of all GSP countries; and (ii) the diversification criterion, which stipulated that the
seven largest sections of GSP-covered imports constituted at least 75 per cent of imports from the
beneficiary country. Finally, the sustainable development criterion would require the applicant country to
have ratified and effectively implemented 27 international conventions on labour rights, human rights,
environmental protection, and good governance.




The newly proposed GSP scheme removes the import-share condition from the GSP+
vulnerability criterion to ensure a smoother transition and continued access to GSP+ status as
countries graduate from their LDC status (Table 1).
The new proposals also update the sustainable development criterion by expanding the list of
international conventions to 32 (from the current list of 27). The new international conventions
and agreements added to the GSP list include, the Paris Agreement on climate change 2015
(replacing the Kyoto Protocol); the Convention on the Rights of Persons with Disabilities (CRPD);
the Optional Protocol to the Convention on the Rights of the Child on the Involvement of Children
in Armed Conflict (OP-CRC-AC); ILO Convention No 81 on Labour Inspection; ILO Convention No
144 on Tripartite Consultation; and the UN Convention against Transnational Organized Crime

Bangladesh fulfills the diversification criterion as more than 90 per cent of Bangladesh’s exports to the EU
in woven and knit garments comprise just one section of GSP-covered imports. It is likely to qualify for the
sustainable development criterion by the time of its graduation given that Bangladesh has already ratified
all but one of the conventions specified.2 The removal of the import share criterion is welcome news for
Bangladesh as it has a much higher share, which would have made it ineligible for GSP+.3

1

This is as per the provision stipulated in Article 17, paragraph 2 of Regulation (EU) No. 978/2012 of the European Parliament
and of the Council dated 25 October 2012.
2

It was reported that just one of the previously 27 international conventions, concerning the minimum age for
admission to employment, was not yet ratified by Bangladesh.
3
It was estimated that Bangladesh’s share in EU GSP covered imports in 2018 was more than 17 per cent (Razzaque
and Rahman, 2020).
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Table 1: EU GSP arrangements and provisions
Preference
scheme
Standard
GSP

Eligibility criteria in the
current regulation, 201323
Low or lower-middleincome countries.

Eligibility criteria in the new
proposal, 2014-34

Product graduation and safeguard
mechanism in the new proposal, 2014-34

Non-sensitive
goods

Sensitive goods

Low or lower-middle-income
countries.

Low Product graduation thresholds has
been reduced by 10 percentage points in
the new proposal (from 47.2 per cent of
GSP covered imports for the GSP sections
S-11a and S-11b; and from 57 per cent to
47 per cent for general products).
For the GSP sections S-2a, S-3 and S-5,
graduation threshold kept unchanged at
17.5 per cent.
Safeguard mechanism applicable.
Product graduation is not applicable.
However, according to article 29,
automatic safeguard applies for textile,
agriculture and fisheries if the share for
the relevant products not exceeding 6%
of total Union imports of the same
products and exceed the product
graduation threshold.

Duty
suspension for
around 66% of
all EU tariff
lines.

Duty suspension

Double transformation
for textile and clothing
items. For all other
products, a minimum
local value-added of
50%.

Product graduation and safeguard
mechanisms are not applicable

Duty
suspension for
all goods
except for arms
and
ammunition.

Duty suspension

Single transformation
for textile and clothing
items. For all other
products, a minimum
local value-added of
30%.

GSP+

Two criteria to meet:
a) Vulnerability (for export
diversification, and import
volumes)
b) Sustainability –
beneficiary countries to
ratify the 27 international
conventions.

The new proposals remove the
import share criterion but increased
the number of international
conventions for sustainability
criterion to 32.
a) Vulnerability (for export
diversification)
b) Sustainability – beneficiary
countries to ratify the 32
international conventions

EBA

LDCs

LDCs

Source: Author’s presentation based on the current GSP regulation, the new GSP proposal, and Razzaque et al. (2020).
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Duty reduction
for around 66%
of all EU tariff
lines.

Duty reduction:
30 per cent: up
to 3.5
percentage
points.

Rules of origin
(important provisions
only)
Double transformation
for textile and clothing
items. For all other
products, a minimum
local value-added of
50%.

Key message 2: Assessing various provisions of the new proposals seems to suggest that
Bangladesh would be in a unique situation to qualify for GSP+, yet its textile and clothing
product lines will NOT be eligible for duty-free access due to EU safeguard measures.
Under the existing EU GSP regulations, if a preference-receiving country’s market share in EU imports of
various product categories exceeds a predetermined threshold share, those products will be excluded
from preferential treatment. This provision is known as ‘product graduation’ for goods in which recipient
countries are considered to have attained the highest levels of competitiveness in the EU.
In the preamble to the new GSP proposals (paragraph 24, p.19), it is explicitly stated that “Product
graduation should not apply to the beneficiary countries of the special incentive arrangement for
sustainable development and good governance (GSP+) and the beneficiary countries of the special
arrangement for the least-developed countries (EBA) as they share a very similar economic profile
rendering them vulnerable because of a low, non-diversified export base.” However, this intent is
apparently contradicted by technical provisions as set out in Section II of the proposed GSP rules titled as
Safeguards in the Textile, Agriculture and Fisheries Sectors and under Article 29, which states that:
“On 1 January of each year, the Commission, on its own initiative and in accordance with the
advisory procedure referred to in Article 39(2), shall adopt an implementing act in order to remove
the tariff preferences referred to in Articles 7 and 12 with respect to the products from GSP
sections S-11a and S-11b or to products falling under Combined Nomenclature codes 22071000,
22072000, 29091910, 38140090, 38200000, 38249956, 38249957, 38249992, 38248400,
38248500, 38248600, 38248700, 38248800, 38249993, and 38249996 where imports of such
products, originate in a beneficiary country and their total value: (a) for products falling under
Combined Nomenclature codes 2207 10 00, 2207 2000, 2909 19 10, 3814 00 90, 3820 00 00, and
38249956, 38249957, 38249992, 38248400, 38248500, 38248600, 38248700, 38248800,
38249993, and 38249996 exceeds the share referred to in point 1 of Annex IV of the value of Union
imports of the same products from all countries and territories listed in Annex I, columns A and B,
during a calendar year; (b) for products under GSP sections S-11a and S-11b exceeds the share
referred to in point 3 of Annex IV of the value of Union imports of products in GSP sections S11a and S-11b from all countries and territories listed in Annex I, columns A and B, during a
calendar year.” [p.37, bold added for emphasis]
In simple terms, S-11b comprises HS sections 61, 62 and 63 and are thus of export interest to Bangladesh.
The safeguard mechanism on these products will not apply for EBA beneficiaries, nor shall it apply to other
GSP recipient countries with a share for the relevant products not exceeding 6 per cent of the total EU
imports of the same products (Article 29, paragraph 2). It implies that if a country (e.g., a GSP+ beneficiary)
for a specific product section, as mentioned in the above paragraph, does not satisfy this criterion, tariff
preference will be withdrawn from that item if product graduation threshold is not met.
When the combined share of Bangladesh’s exports of HS Sections 61, 62, and 63 (S-11b) in total EU
imports of the same products is calculated, it is found that since 2012 the corresponding share has
exceeded the threshold value of 6 per cent (Figure 3). In 2019, prior to the onset of the Covid-19 global
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pandemic, Bangladesh’s share is all EU S-11b imports was about 9 per cent. This means under the
proposed GSP rules, even if Bangladesh were a GSP+ beneficiary country, the EU safeguard mechanism
would be triggered and the duty-free market access treatment for Bangladesh’s T&C products would be
removed.
Figure 3: Share of Bangladesh's exports of s-11b (HS61, HS62
and HS63 in EU imports (%)
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Source: Author’s own estimates using EU Comext data.

Key message 3: Under the proposed provisions of the new GSP, Bangladesh’s apparel exports
will be excluded from duty-free market access under both GSP+ and Standard GSP schemes.
As the export share of apparel products exceeds the threshold value of 6 per cent (of all EU imports of HS
61, 62 and 63 grouped together as S-11b), the next level of determining factor will be Bangladesh’s share
of S-11b as percentage of all EU GSP-covered imports of the same products. As per the newly proposed
regulations, if this share exceeds 37 per cent, no preferences will be accorded to the relevant products
(as specified in Annex IV of the new proposals).4 Estimates based on the recent EU import data show that
Bangladesh’s share in total EU-GSP covered imports of the product group S-11b is almost 50 per cent
(Figure 4). That is, Bangladesh’s apparel items are already above the threshold to qualify for any
preference after graduation. This means that Bangladesh will benefit from GSP+ preferential access,
however, its apparel items will face MFN tariff rates in the EU: i.e., the tariff rate will rise from currently
zero to on average close to 12 per cent.

4

The general threshold for product graduation will decline from 57 per cent of GSP covered imports under the
current regulation to 47 per cent under the new proposals. For textiles and clothing this is proposed to be reduced
from 47 per cent to 37 per cent. For GSP sections S-2a, S-3 and S-5, the threshold is kept unchanged at 17.5 per cent.
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Key message 4: Accessing the GSP+ scheme will continue to provide duty-free market access
for non-apparel items with leather goods and footwear being important items. However, given
the current share of apparel goods in total exports, such a GSP scheme would be of much
smaller value.
It is true that qualification for GSP+ will help continue with duty-free market access in many items and
less-than-MFN tariff-based access in several categories of goods. Leather goods and footwear are
examples of such products. However, the current supply-side capacity in these sectors is extremely
limited. As such, it is possible that after LDC graduation the EU GSP scheme will be a relatively ineffective
instrument for supporting exports. This was the case with the US GSP scheme, as prior to 2013 when
Bangladesh was eligible for U.S. GSP, the coverage of preference for Bangladesh’s exports was extremely
limited as apparel products were kept outside the ambit of the preference regime. For the same reason,
the duty benefits missed because of the suspension of U.S. GSP facilities were estimated to be negligible
(Razzaque et al. 2020; Mozumder et al., 2018). Considering an opposite situation with the EU, any forgone
duty-free benefits would be extremely large as preferential tariff margins enjoyed by apparel exporters
are quite high.

Key message 5: Graduation from LDCs would result in more stringent rules of origin (RoO)
provisions. If apparel exporters would not be receiving any duty benefits, complying with RoO
for the sector will not be needed. But such requirements for other export sectors would result
in the need for increasing domestic value added significantly. This can further constrain the
already weak export supply response.
Graduation would also imply more stringent rules of origin for Bangladesh to benefit from any preferential
treatment. The minimum local value-addition, for all exports other than clothing, would increase from 30
per cent to 50 per cent. On the other hand, to qualify for trade preferences (either under GSP+ or Standard
GSP) clothing items need to go through what is known as ‘double transformation, (i.e., preference-seeking
countries will have to prove that they can produce fabrics and the domestically produced fabrics are used
in making garments). Under the EBA, LDCs qualify for duty-free market access even with a single
transformation process (i.e., from imported fabric to apparel making). The EU’s derogation of RoO
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requirements in 2011 for LDCs from double transformation to single transformation under the EBA greatly
benefited Bangladesh. If, for the reasons explained above, Bangladesh’s apparel exports do not receive
any duty benefits under the new EU GSP regime, there will not be any need for complying with GSP
requirements. However, the requirement of providing much higher domestic value-added to non-apparel
exports would become a major challenge, especially given these sectors’ fragile supply-side capacities.
Box 1: At a Glance: Bangladesh’s LDC graduation and the newly proposed EU GSP scheme 2024-2034



















The EU has published the legislative proposals for its upcoming GSP scheme for 2024-2034.
Currently, Bangladesh enjoys duty-free market access under the EBA. For EBA rules of origin (RoO), a
single transformation for textile and clothing items (e.g., from imported fabrics to apparel making) is
sufficient, while for all other products a minimum local value-addition of 30 per cent is needed as a
condition for duty-free market access.
Bangladesh will graduate form the group of LDCs in 2026 and will continue to benefit from the EBA until
2029.
Graduating LDCs can apply for GSP+ preferences subject to the fulfilment of two broad eligibility
conditions, specified as the vulnerability and sustainable development criteria.
The vulnerability criterion under the new proposal has removed the import share condition. So, it now
only contains the diversification condition, which stipulates that the seven largest sections of GSPcovered imports must constitute 75 per cent of imports from the beneficiary country.
The sustainable development criterion under the new proposal requires the exporting country to have
ratified and effectively implemented 32 international conventions (increased from 27 under the existing
GSP regulations) on labour rights, human rights, environmental protection and good governance.
Under the proposed GSP provisions, Bangladesh is likely to qualify for GSP+. However, the new proposal
maintains safeguard mechanisms in textile, agriculture and fisheries sectors (Section II, Article 29), which,
if remain unchanged, will not make it possible for Bangladesh’s apparel exporters to continue with duty
free market access.
The new proposal has reduced the threshold for product graduation for apparels from 47 per cent of
total GSP covered imports under the current regulation to 37 per cent. Bangladesh’s current share in EU
GSP-covered import in the relevant product group is almost 50 per cent. Thus, under the proposed
regulation, Bangladesh’s apparel exporters will not receive any duty-benefits.
Accessing GSP+ or Standard GSP would require fulfilling more stringent rules of origin (RoO) provisions.
RoO provisions for clothing items change from single to double transformation (i.e., domestically
produced fabrics will be needed in garment making), while a minimum local value-added of 50 per cent
for all other products will be a precondition for access GSP benefits.
If apparel exporters would not be receiving any duty benefits, complying with RoO for the sector will not
be needed. But such requirements for other export sectors would result in the need for increasing
domestic value added significantly. This can further constrain the already weak export supply response.
To summarise, as per the proposed EU GSP rules, Bangladesh, after its LDC graduation, is most likely to
qualify for GSP+. However, this will not enable Bangladesh’s apparel exporters to continuing with dutyfree market access.

Source: Author’s compilation and assessment using Dawar et al. (2019); European Commission (2021); and Razzaque and
Rahman (2019).
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III.

What Should Bangladesh Do?

Key message 6: The newly proposed GSP regulations will have to be adopted by the European
Parliament and the Council, and this is currently anticipated for the last quarter of 2022. This
means there is now a limited but a potentially invaluable window of opportunity for
Bangladesh to engage with the EU so that the required changes can be incorporated to keep
GSP+ countries (like EBA beneficiaries) out of the safeguard provisions, enabling apparel
exporters continuing to access the EU market duty-free. The proposal is open for comment
until 19 November 2021. Bangladesh must present convincing arguments that exist in
requesting the EC to incorporate the changes that will make the new arrangements fair and
developmentally impactful.
There are several strong grounds for introducing changes to the new proposal that Bangladesh should
emphasise on while engaging with the EU. First and foremost, it must be pointed out that the actual
impact of the existing “Safeguards in the Textile, Agriculture and Fisheries Sectors” will be contradictory
to the intent of the proposed new regime. In the preamble (paragraph 24) to the proposal, it is stated that
product graduation should not apply to GSP+ and EBA beneficiary countries but the likely exclusion under
safeguards will be tantamount to product graduation.
Bangladesh can also make a technical point that Article 29, paragraph 1(b), referring to Annex IV in
determining the consequences for products under sections S-11a and S-11b exceeding the threshold share
actually makes reference to Article 8. However, Article 8 falls under Chapter II specifying the rules for
Standard GSP Arrangement and not for GSP+. This is another indication that the policy intent was not to
impose safeguard restrictions on GSP+ countries but the proposed rules fell short of ensuring it.
There is merit in pointing out that Bangladesh’s excessive concentration of exports in textile and clothing
is widely regarded as a sign of vulnerability. Letting the duty-free access for this sector to discontinue
under GSP+ will only aggravate this vulnerability. The proposed GSP rules will create a unique
circumstance in which Bangladesh qualifies for GSP+ but faces an extremely disadvantageous situation
when its more than 90 per cent of exports to the EU will see the average tariff rare to rise overnight
from the currently zero per cent to on average 12 per cent. This signal of a forthcoming drastic shift in
the EU tariff regime will seriously undermine medium to long-term perceived competitiveness of
Bangladesh’s textile and clothing sector affecting, amongst others, investment prospects. This will
certainly not help Bangladesh’s sustainable development, which the EU aspires to achieve through the
changes in its GSP regime.
In its submission to the EU, Bangladesh should strongly argue that the provisions in the new GSP rules can
be regarded as unfair. There are countries that were never LDCs but still benefit from GSP+ (including
their textile and clothing exports). These include Sri Lanka, Pakistan, and the Philippines. Even such
relatively advanced developing countries, known for their export competitiveness and capacities, as India
and Indonesia can access Standard GSP benefits for their apparel exports to the EU. Against this, the
possibility of a graduating LDC like Bangladesh’s forgoing tariff preferences altogether would clearly be
contrary to the argument of a GSP regime being development friendly.
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Key message 7: Civil-society engagements with the EC must be facilitated now to discuss the critical
importance of a favourable EU GSP regime. If Bangladesh’s apparel sector is excluded from being
benefited, the overall developmental impact of a new EU GSP regime will diminish to a very low level.
There is now the need for facilitating civil-society engagements with the EC and other development
partners. Such dialogues can greatly help informed exchanges on such issues as development priorities
and how GSP facilities are contributing to those. The EU GSP regime has perhaps been one of the most
important factors in Bangladesh’s economic transformation and the same support will be needed further
to consolidate the progress that has been made for such a populous and climate vulnerable country. Civil
society partners should articulate the need for continued market access support for the textile and
clothing sector to promote work conditions, working environment, and Bangladesh’s materializing the
sustainable development goals. Currently, the EU GSP utilization has been extremely low for most LDCs
including the graduating ones with Bangladesh being the most important exception in this respect. If
Bangladesh’s apparel sector will get excluded from any duty benefit, the developmental impact of a new
EU GSP regime will diminish to a very low level.
Finally, the proposal for the new EU GSP stipulates that if a non-LDC recipient country becomes a highincome or upper-middle income country as per the World Bank classification of global economies, it will
not be eligible for tariff preferences. Bangladesh aspires to become an upper middle-income country by
2031. If Bangladesh eventually manages to do so, the new GSP proposal will not have much relevance
(this is because Bangladesh will continue to enjoy the EBA benefits until 2029). However, it is important
to remember that official plan documents of Bangladesh such as the 8th Five-Year Plan and the Perspective
Plan 2041 only provide aspirational guidelines about the envisaged socio-economic progress while
specifying various economic growth targets that would be needed for achieving those development
objectives. There is no certainty that those projected growth, as per the plan documents, will be
materialized. In fact, in the aftermath of the Covid-19 pandemic, the growth process has slowed down.
Furthermore, the international evidence of countries’ being able to sustain high economic growth (e.g.,
in the range 8-10 per cent per annum) over a long period of time is quite rare. Therefore, the current
development ambitions should not cause complacency in pursuing the most generous and attractive
possible EU GSP (as well as similar arrangement that will be available from other donor countries) for
Bangladesh. It is also important to properly discount the merit of the argument that free trade
agreements (FTAs) are the only ways to secure trade preferences after LDC graduation. While striking such
FTAs with meaningful trade partners (e.g., the EU and the US) are enormously challenging tasks requiring
massive preparatory tasks and many years to succeed, the most pragmatic policy options will call for
utilising both unilateral and reciprocity-based trading arrangements to promote export
competitiveness. Relatively advanced and more successful exporting countries like India, Indonesia, and
Vietnam have resorted to using both GSP routes and trade agreements in securing market access benefits
for their exporters.
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