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Unit 1

The Generalized Sysiem of Preferences®

The Generalized System of Preferences (GSP) is a non-reciprocal and non-diseriminatory system of
tariff preferences granted by the developed countries to importing industrial manufactured or semi-man-
ufactured products as well as many processed agricultural products originating in the developing coun-
tries in the world. Under this system the developed countries give reduction or exemption of customs
duty on the basis of MFN [tariff rate when they import products eligible for the preferential treatment
with documentary evidence which comes from the preference-receiving countries, The chjectives of GSP
in favor of the developing countries are to increase their export earnings, to promote their industrializa-
tion and to accelerate their rates of economic growth, China is one of the developing countries and in-
cluded in the list of GSP beneficiaries of 28 developed countries, The GSP has been proved useful and
helpful for expanding our exportation to the markets of the developed countries and for increasing our
export earnings since GSP treatment was first given by New Zealand on October 13, 1978,

The origin of the system of generalized preferences goes back to 1963. That year, within the
framework of the GATT', ministers of the European Econcmic Community (now named the European
Union) governments suggested preferential treatment for the manufactured and semi-manufactured
products of the Third World countries. It was until 1968 and the second session of UNCTAD!! in New
Delhi that agreement was reached on the creation of a system of generalized preferences-*!. 1t then took
another two vears to work out the main elements of the system. From 1970 onwards the industrialized
countries gradually completed their implementation schemes™, The European community was the first
to implement its scheme on July 1, 1971, Japan followed a month later, then the other western indus-
trialized countries and finally the United States in 1976. In all cases the scheme was for a period of 10
years (the initial duration of exception allowed by the GATT),but this period was extended uncoadi-
tionally in the international trade negotiations of the Tokyo Round in 1979, by then the generalized
preferences system had become a normal part of international trade,

Through hard struggle and successful talks, the developed countries at last offered generalized
preferences to all the memher countries of the “Group of 777%1, all those designated as developing
countries hy the United Nations,

These preferences are non-discriminatory and unilateral. Non-discriminatory because they are gran-
ted to all developing countries. Unilateral because they are not the result of negotiation with the benefi-
ciary countries, nor are they reciprocal, since benéficiary countries do not grant tariff reduction or ex-
emptions to the developed countries in return.

Purpose of rules of origin:

The purpose of rules of origin is to ensure that the benefits of preferential tariff treatment under
the generalized system of preferences are confined to products genuinely taken from, harvested, pro-
duced or manufactured in the beneficiary preference-receiving countries of export. Products which origi-
nated in third countries, e, g. in preference-giving countries and which were only traded in transit via a
preference-receiving country, should be prevented from benefiting under the GSP, even if these prod-
ucts were slightly worked upon during their stay in the transit country but did not undergo there a true
process of manufacture, Such products as remain essentially the product of third countries should con-
tinue to be excluded from preferential tariff treatmentl’!

The main elements of the ruled of origin prescribed by the preference-giving countries for their

M Adapted from some of European File 16/87 of Commission of the EEC published in Oct. ,1987.
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scheme of tariff preferences under the GSP as follows:
1) rigin criteria;
2) Consignment conditions;
3} Documentary evidence.

In addition, various complementary elements will have to be taken into account,

Cenditions for GSP treatment.

Products will receive preferential tariff treatment if they qualify under the rules of the respective
schemes. The main conditions for such qualification under the schemes are that the products covered hy
any of the schemes must comply with the origin criteria, consignment conditions (if any} and documen-
tary requirements specified by the preference-giving country of destination.

Origin criteria.
Export products are either
a) wholly obtained products grown, extracted from the soil or harvested within the exporting
country, or manufactured there exclusively from any of those goods. As a general rule, these
goods which are wholly the products of a preferencereceiving country with total absence of any
import content qualify for GSP treatment; or
b) products with import content, i. e. manufactured wholly or partly from materials, parts or com-
ponents imported into the heneficiary exporting country or of unknown origin, Generally speak-
ing, these products qualify for GSP treatment provided that they have undergone sufficient
working or processing (the terms “substantial transformation” has been defined by most prefer-
ence-giving countries in different ways)"®!. However, there are two main concepts, namely the
“process criterion” and the “percentage criterion”. For the latter, transformation is regarded as
substantial if the value of the imported materials, parts or components does not exceed a given
percentage of the value of the products obtained, or if the value of domestic elements corre-
sponds with a given percentage of the value of the products obtained®?,
Upon these basic criteria, each scheme under the GSP lays down the rules which have to be met if
export goods are to qualify for GSP tariff treatment.

Direct consignment

The rule that originating products shall be transported direct from the exporting preference-receiv-
ing country to the preference-giving country of destination is an important common feature of almost all
schemes under the GSP. This rule is not directly related to the origin of the production processes; it is
rather a technical means needed mainly because the customs authority of the preference-giving country
requires that the imported products be identical with the products which left the exporting beneficiary

country and be not manipulated or further processed in any intervening third country*®.

Documentary evidence.
A. Evidence of origin

Originating products must be accompanied on importation hy the Combined Declaration and Certifi-
cate of Origin in Form A filled in and signed by the exporter, and certified by a governmental authority
{e. g. CIQ, the only competent authority in China to issue the GSP Certificate of Origin Form A)

B. Evidence of direct consignment

In the case of products passing through the territory of a third country exported to Austria, the
EU, Finland, Japan, Norway, Sweden and Switzerland, evidence that requirements of direct transpor-
tation have been fulfilled shall be supplied to the responsible customs authorities in the importing
country by the presentation of: a) a through hill of lading drawn up in the exporting preference-receiv-
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ing country covering the passage through the countries of transit; b) a certification by the customs au-

thorities of the country of transit; ¢) if failing to do these, any substantiating documents deemed neces-

Sary.

New Words and Expressions
non-reciprocal adj. FHEM
non-discriminatory JE 55 3 A4
tariff preference XHEMER
grant ut. o i

n. i A]

semi-manufactured products A8 B &
documentary evidence 4 iF P
in favor of .., Bhewse SR 32 38 (RO A
eligible adj. (HH for) SFFHR:ETEBEN
exemption . g R
preference-receiving (giving) country FUEE
go back EHW B
session n. E- i
work out A E
implement vt. TN T
the Tokyo Round g mg
designate v, e s FHEA
unilateral adj. B
confine ot. P )
exclude vl 373
qualify o, BEE®
exclusively - ad. HE fiby At ; {3 HE
lay down H5E
manipulate ut. Ab 38
intervene vi. e A Qb 48 P ¥
take ... into account Fif reeeer FLIER
in the case of .., 1 RLERR Fvi; DR
through bill of lading Bz (Hid)#H

Notes to the Text

1. MFN — Most Favored Nation BEE.ITHF BER£A M EZ . Most Favored Nation status re-
fers to the right of World Trade Organization (WT(O) members to have importing countries levy
duties that are no higher than the duties the importing country levies on products it imports
from any other country,

MABREEHAXNGY, RREOCHEEEEFE M., XHE WIO A EMHRH. MFN
clause-most-favored-nation clause (treatment) BEE £ (FiH)

2. GATT—General Agreement on Tariffs & Trade XEHES ShE. M19954 1 A1 H &,
FREAL(WTOBRAL GATT,.  ALBRBRKALHA AN,

w DelLLBLY P Y ) YR LN
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3. UNCTAD—United Nations Conference on Trade and Development BE-SEHEBEMER LW
4. It was until 1868 ... that TR it AR SFEMRE TR, B ERZ S4B, ERNERER
It +be B9 —F B + BRI A4+ that/who 44,
It is our party that leads us in building socialism. (5% &>
It was on July 1,1921 that cur party was founded. GR#RE)
It was July 1,1921 when our party was founded. (3= fij & i@ on, 8] F| when 3 E#)
HE AT LR AR ZRMRIERS, BREBRER since/as 515 B0 EE RIEM 41, BF
A 38 ¥ By although Ml where as 5| R &M IEF 4-4) . A5 X 543 24 8] P 5 that/who 43 H)H
FEE M AR that/who 3 HIBIX H,
b % . Tt is money that is most needed, (38 A FHY that 474, ZRIRED
This is the money that is most needed. CEiE M 4], that BEXFE LA
AL E“ R SLBEAHEL M EEHNABR /R BREARAERXAR %

5. scheme
BAR.

6. Group of 77——77 HEH 1962 FARWITREREERLL . HNE 77 H. A2 RES 100 £
MEEREEZFIERES. £ 1964 FEANKSERASFE BN L, 77 EERER KR
HFEAFTEEMA EHEEAERULE Y B &85 HE H S RN 60 & 5 EIER 4 0w
FUES. SMERERY,.E 1968 EFREBEXENTNFE _BRES L KA TES T(RETE
F ol AR B AR A D OB R E R T ML E# OB R EE 210 SHil),

7. Such products as remain ... &GP, “as” N6 F L iE,#H 5" such,” “the same” ZiaEH , 5| H
SETS M.

e. g | have never read such a novel full of tragedy as took place in World War IL
He is using the same computer as I did.
F R H a1, 1548 such, the same 2535, M E A which {4 as,
8. .. provided that ... FR&LEAARITMA], LI M IR ZEIL A “if, in case, on condition that”4§,
Provided that /Assuming that /On condition that/ If air traffic is closely controlled, flying
is relatively safe,

9, regarded ... as substantial FEE G H ,as+adj. B as+» EEFBINE; MR 0 FhiE B £ 30E
X B F B IER T R IEFME W shi8 regard, treat, consider &3 .

e. g. The story was believed as true. {(F#p)

We shouldn’t regard as impossible what is really possible. (ZE %)

In present appraisal terms this definition is stated as “the present value of
future benefits”, (EFb)

10. ... requires that the imported products be identical with ...

FEA 4) require 5| &Y that WA, SHiAIREIE . A AR A “be BBIA” AT ER M
A B B HEBZ B W that- AP,

e. g. He ordered that the book be sent at once,

The teacher suggested that the students read more original English fictions.

The foreign businessman insisted that this shipment he inspected by CIQ.

Exercises

I. Questions on the text:
1. What does the GSP mean and on what is the GSP based?
2. What are the objectives of GSP in favor of the developing countries?
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7.
8.

Why do we say the GSP is generalized, non-discriminatory and unilateral?
What is the purpose of rules of origin?

What are the main elements of the rules of origin?

How to understand the term “wholly obtained products™?

What are the two rain concepts for those products with import content?

What should he do as an exporter if he wants to apply for GSP for his exports?

1. Complete the following sentences by filling in the blanks.

1. America’s emphasis on the importance of education for everyone has scientific re-
search.
A. encouraged B. endangered
C. endorsed D. enlarged
2. This kind of commodity has 15 per cent in price,
A. grown B. lifted
C. increased D. claimed
3. This cheque is made out a food ecorporation, .
A, granted to B. for the benefit of
C. in favor of D. in preference of
4. The woman often about quality of the dress.
A. complains B. say bad things
C. care D. praise
5. It is not easy to an agreement on GSP,
A, get B. come 1o
C. have D, make
6. That GSP would break MFN rules in the international trade was of the developed
countries,
A, atext B. an excuse
C. a reason ' D. a defence
7. Sufficient working or processing was also “substantial transformation, ”
A, expressed B. shown
C. declared as D. defined as
8. The conference " the possibility of closer trade links.
A. rejected B. investigated
C. proposed D. postponed
8. The export goods for which Certificate of Origin is applied and issued should the or-
igin criteria.
A. comply B. meet
C. satisfy D. approach
10. The of a sales tax is that it decreases government reliance on income taxes.

A. ocutcome B, supply
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C. virtue D. balance

II. Translate the following sentences into English.

1. ¥BHEMFREEZFSTEARPEHEN B O™ GIETE R —F B R EREE.
TEHMEFENBERTEEE N OWRE . BEX TR NERXBREF LR,
FERRN S ERREEHTERNRTEEEAS OZEEER MHFE AP HER ™S,

T EERAEERELFAEELBH TR,
ZIEBRRERSEHNXFHETEMBEHYRERE . AIEFH.

ZRE BINBAFEEHORA- BN EN Y 2EZBEEBST TERERE . AR ELHE
il R AR RN .

7. BERRARETERE - SRETBEMET AR AEBHEENNR.

8. AHF RS ETHEEZYL EH RS TR T iR F B L,

9. REFZARAXRFT RHAMER, RAT U ERZ LB HELE.

10. HEZHZZHHNENTHBRIH#AOHRYSEAHOZEENARY T L3 WAREEM T

BB -EARETIER . E—PMIRKE.

o2 T o B < S T A ]
P

IV. Translate the following passage into Chinese.

Principles of Non-Preferential Origin

For the purpose of identifying origin, a product is considered to originate in the country in which,

Tt has been wholly obtained; or the last substantial processing or operation that is economically jus-
tified was performed. The last substantial processing or operation that is economically justified was per-
formed. The last substantial operation must have been carried out in an undertaking equipped enterprise
for that purpose and must have resulted in the manufacture of a new product or represent an important
stage of manufacture. Any process or work that is undertaken for the sole object of circumventing pro-
visions applicable in either the Community or a member State to goods from specific countries shall not
be considered to have the origin of the country of processing, even if it meets origin tests. This condi-
tion has primarily been used to prevent fraud and to ensure that EEC safeguards, dumping orders or
countervailing duties are not circumvented.

Accessories, spare parts or tools delivered with any piece of equipment, machine, apparatus or ve-
hicle which form part of its standard equipment shall be deemed 10 have the same origin as the piece of
equipment, machine, apparatus or vehicle,

When origin has to be proved on importation by a Certificate of Origin, the certificate must meet
the following conditions; \

* it must be prepared by a reliable authority or ageney dully authorized for that purpose by the

cotuntry where the certificate is issued (usually a chamber of commerce) ; and

e it must contain all the particulars necessary for identifying the product to which it refers, inclu

ding:

» the number of packages. their nature, and the marks and numbers they bear;

* the kind of product;

¢ the gross and net weight of the product, or the number or volume if the product is subject to ap-
preciable changes in weigbt during transport; and

» the name of the consignor (seller or exporter); and

s it must also certify unambiguonsly that the product to which it relates originated in a specific

country.

EEC customs authorities may demand further proof of origin if they have sericus doubts about the
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origin of a product.
Supplementary Readings

Text A

Country of Origin Labeling in the USAD

Products covered by the Textile and Wool Acts must be labeled to show the country of origin. Im-
ported products must identify the country where they were processed or manufactured. Products made
entirely in the U, S, of materials also made in the U. S. must be labeled “Made in U. 5. A. ” or with an
equivalent phrase.

Products made in' the U, S, of imported materials must be labeled to show the processing or manu-
facturing that takes place in the United States, as well as the imported component. Products manufac-
tured in part in the U. 8. and in part abroad must identify both aspects.

Note on FTC Rules and Customs Regulations

The U. 8. Customs Service has country of origin labeling requirements separate from those under
the Textile and Wool Acts and Rules. For examples, FTC rules do not require labeling uniil a textile
product is in its finished state for sale to the consumer. Textile products imported in an intermediate
stage may, in lieu of being labeled, be accompanied by an invoice with the required information. Cus-
toms, however, may require that an unfinished product be marked with the country of origin. Manufac-

turers and importers must comply with both FTC and Customs requirements.

Imported products made entirely abroad
A textile product made entirely abroad must be labeled with the name of the country where it was
processed or manufactured. Importers and other marketers should check Customs regulations to deter-

mine the appropriate country of origin for products made entirely abroad.

Unqualified “Made in U.5. A.” labels .

A label may say “Made in U, 8, A. ” only if the product is made completely in the U, S. of materials
that were made in the U. 8. If a U. S, manufacturer uses imported greige goods that are dyed, printed,
and finished in the U. 8. , for example, they may not be labeled “Made in U. S. A.” without qualifica-
tion.

Products made in the U. 5. A. with imported materials

The label must indicate that the product contains imported materials. The label may identify the
country of origin of the imported materials, but it doesn’t have to. It can say simply: “Made in U. S,
A. of imported fabric” or “Knitted in U. S, A, of imported yarn. ” This disclosure must appear as a sin-
gle statement, without separating the “Made in U. S. A. ” and “imported” references.

Manufacturers should be aware that for certain products—including sheets, towels, comforters,
handkerchiefs, scarfs, napkins, and other “flat” goods—Customs requires identification of the country
where the fabric was made. To comply with Customs and FTC requirements for this group of products,
the label must identify both the U. S. and the country of origin of the fabric. For example; “Made in
U. S. A. of fabric made in China. ”

If processing or manufacturing takes place in the U, S, and another country, the label must identify

@ Adapted from the web site www. fte. gov.
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both aspects of production. For example;
1) made in Sri Lanka, finished in U, 8, A, ; _
2) comforter filled, sewn and finished in U, S. A, with shell made in Malaysia;
3) assembled in U, 8. A of imported components.

Questions on Text A:
1. What is the purpose of labeling products covered by the Textile and Wool Acts?
2. How to label products manufactured partly in the U. S, and partly abroad?
3. What must a textile product made entirely abroad be labeled with?
4, How to label products processed or manufactured in the U. S, and in the other countries? Please
provide some examples.

Text B

WTO Agreement on Rules of Origin®

The WTQ agreement aims at long-term harmonization of rules of origin, other than rules of origin
relating to the granting of tariff preferences, and to ensure that such rules do not themselves create un-
necessary obstacles to trade.

The agreement sets up a harmonization programme, to be initiated as soon as possible after the
completion of the Uruguay Round and to be completed within three years of initiation. It would be
based upon a set of principles, including making rules of origin cbjective, understandable and predicta-
ble, The work would he conducted by a Committee of Rules of Origin (CRQO) in the WTO and a techni-
cal committee ( TCRO) under the auspices of the Customs Cooperation Council in Brussels.

Much work was done in the CRO and the TCRO and substantial progress has been achieved in the
three years foreseen in the Agreement for the completion of the work. However, due to the complexity
of the issues the HWP could not be finalized within the foreseen deadline. The CRO continued its work
in 2000. In December 2000, the General Council Special Session agreed to set, as the new deadline for
completion of the remainder of the work, the Fourth Session of the Ministerial Conference, or at the
latest the end of 2001. Until the completion of the harmonization programme, contracting parties would
be expected to ensure that their rules of origin are transparent: that they do not have restricting, dis-
torting or disruptive effects on international trade; that they are administered in a consistent, uniform,
impartial and reasonable manner, and tbat they are based on a positive standard (in other words, they
should state what does confer crigin rather than what does not).

For the purpose of the General Agreement, rules of origin shall be delined as those laws, regula-
tions and administrative determinations of general application applied by any contracting party to deter-
mine the country of origin of goods provided such rules of origin are not related to contractual or auton-
omous trade regimes leading to the granting of tariff preferences going beyond the application of Article
1+ 1 of the General Agreement,

Rules of Origin shall include all rules of origin used in non-preferential commercial policy instru-
ments, such as the application of : most-favored-nation treatment under Articles 1,2,3,11 and 13 of the
General Agreement; anti-dumping and countervailing duties under Article 6; safeguard measures under
Article 19; origin marking requirements under Article 9; and any discriminatory quantitative restric-
tions or tariff quotas. They shall also include rule of origin used for government procurement and trade

statistics,

T Adapted from WTQ documents related to rules of origin.



