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ABSTRACT
The European Union’s GSP+ scheme provides trade concessions to beneficiary countries
and obliges them to ratify and effectively implement key international conventions on
human rights and labour rights. The sectoral gains of GSP+ have thus far been concentrated
on exports of apparel, textiles and processed fish. Such sectors are often located in Export
Processing Zones (EPZs) where the governance of labour rights may differ from the rest of
the country and fall below international legal standards. This study examines the apparel
sectors of Pakistan, Mongolia and Sri Lanka and the processed fish sector of the Philippines.
The importance of EPZs to exports under the GSP+ varies by country and sector. Only in
Pakistan are EPZs legally exempt from rights relating to freedom of association and
collective bargaining. But restrictions on these and other rights in practice remain
widespread, and are not confined to EPZs. Efforts to promote labour rights through the
GSP+ should focus on key export sectors benefitting from the scheme and consider EPZs
alongside other sites of the supply chain where exploited workers are based.
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Executive summary
The European Union (EU) has three Generalised System of Preferences (GSP) schemes. One of these is the
Special Incentive Arrangement for Sustainable Development and Good Governance (GSP+). This grants
additional trade preferences to ‘vulnerable’ beneficiary countries that have ratified and effectively
implemented a range of international conventions, including the eight fundamental conventions of the
International Labour Organization (ILO) known as core labour standards. There is no explicit reference to
labour rights within Export Processing Zones (EPZs) in either the GSP Regulation or the key
international conventions.
This study investigates how the scheme has operated in four case studies: the apparel sectors of Mongolia,
Pakistan and Sri Lanka, and the processed fish sector of the Philippines. These were selected as they are
among the export sectors that gain most from the trade preferences of the GSP+ and where EPZs are often
found. The study is based on analysis of key textual sources and eighteen stakeholder interviews.
A total of EUR 7.06 billion of goods were exported duty-free to the EU by the GSP+ beneficiary countries in
2015. Just over half of the GSP+ trade, EUR 3.61 billion, came from Pakistan’s exports of apparel and
textiles. Sri Lanka was re-admitted to GSP+ in May 2017 following its suspension in 2010 and its apparel
sector will also be a significant beneficiary. The value of the GSP+ scheme to Mongolia and the Philippines
relative to their overall exports to the EU is more marginal.
The importance of EPZs to exports under the GSP+ varies by country and industry type. In Mongolia,
EPZs are largely inactive. In Pakistan’s apparel sector and the Philippines’ processed fish sector they are not
widespread. Of our case studies, only in Sri Lanka’s apparel sector do EPZs play a more significant role in
shaping the way that exports are produced and labour governed. In sum, export processing work occurs
in a variety of places, only some of which are in areas formally designated as EPZs.
There are labour rights problems in EPZs. Freedom of association and collective bargaining (FACB) are
stymied in Pakistan as trade unions and strikes are prohibited by law in EPZs. Even when union activities
are legally permitted, they can be seriously undermined in practice. In the Philippines there is an alleged
unofficial policy of ‘no unions, no strike’ by the Export Processing Zone Authority. In Sri Lanka, although
workers in EPZs are legally allowed to join trade unions, attempts to associate and bargain collectively
continue to be frustrated in practice. Other labour-related concerns in EPZs identified in our case studies
are inadequate state labour inspection, limited right to redress, excessive working hours, poverty wages,
the gender pay gap and other forms of sex discrimination.
But these problems are not confined to EPZs. In Mongolia where EPZs are inactive, there are serious
issues for FACB rights. In Pakistan, trade unions in the rest of the apparel sector are legal but subject to
suppression, and overall union density in the country remains very low. In the Philippines’ processed fish
sector, located largely outside EPZs, there is a long-standing and high-profile struggle over the right of
workers to register a trade union. And in Sri Lanka, while it is relatively easier to unionise outside EPZs, the
climate for collective bargaining remains hostile. All of the other labour rights concerns are also present
outside EPZs.
Violations of fundamental labour rights are more likely in production sites further upstream in the
supply chain. These sites are based beyond EPZs and registered factories, often in the informal sector.
Child labour and forced (bonded) labour is more likely to be reported here. Other labour rights concerns
like poverty wages for women are also more acute, especially in work carried out within the home (though
in contexts where women retain responsibility for family life and may not be able to travel freely to formal
workplaces, informal work can provide certain economic opportunities otherwise foreclosed). In short,
while there are violations of labour rights in both law and practice in EPZs, serious and more pervasive
labour rights problems occur outside EPZs in countries benefitting from the GSP+. Efforts to promote
6
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labour rights in key export sectors must also consider other sites of the supply chain where
exploited workers are based and other labour rights beyond core labour standards.
Since 2014 the GSP+ scheme has had a small but meaningful impact on the institutional and
legislative frameworks governing labour rights. EPZs specifically have not yet been affected, though
they have been addressed in a minor way as part of the GSP+ process in Pakistan, Philippines and Sri Lanka.
The GSP+ process comprises legal reform ahead of entry, reporting and monitoring mechanisms, interstate dialogue, civil society inclusion, and technical assistance projects. There is evidence to suggest that,
collectively, these have encouraged revisions of labour law and improved ILO reporting in Mongolia, new
provincial level labour law and enhanced governance arrangements in Pakistan, and revisions to labour
law in the Philippines. The GSP+ has also given leverage to domestic coalitions pushing for better labour
rights and raised the profile of the core labour standards as human rights. This has played a part in the
formation of a national strategy to eliminate child and bonded labour in Pakistan, and the ongoing
struggles over freedom of association in the Philippine processed fish sector and Sri Lankan apparel sector.
However, notes of caution are necessary. Reforms that have been introduced are not solely down to the
influence of the GSP+. Domestic factors including changes in government, party political dynamics and
pressure from workers’ organisations have arguably all played a more influential role, and to which the
GSP+ processes have had to adjust accordingly. More importantly, the implementation of reformed and
existing laws still leaves much to be desired. In all our cases fundamental labour rights and decent work
remain far from being realised. There are clearly limits to what monitoring and dialogue can achieve.
Some trade unions, non-governmental organisations (NGOs), Members of the European Parliament (MEPs)
and academics have suggested that the European Commission is too reluctant to use the withdrawal
process against countries criticised by the ILO supervisory bodies. The European Commission’s DirectorateGeneral (DG) for Trade has argued that pre-withdrawal investigation has had some positive labour rights
impacts in the case of El Salvador, but despite this, continues to see sanctions as logically opposed to the
use of incentives and persuasion that characterise the GSP+. Finding a middle ground between ‘soft’
inter-state dialogue and ‘hard’ nation-wide sanctions is crucial to enhancing the EU’s role in
realising labour rights in GSP+ beneficiaries.
The following recommendations are made with a view to improving the effectiveness of the GSP+ scheme
and should be focused on export sectors that benefit from the trade preferences since this is where the EU
has most influence. They consist of five immediate changes of practice and two future proposed reforms:

•

emphasise the removal of the legal carve-out from labour rights protections in Pakistan’s EPZs;

•

create a tailored roadmap for each GSP+ beneficiary country that sets out specific labour rights
milestones, including where appropriate in EPZs;

•

ensure that the reporting process in relation to roadmaps is accessible and that key actors from the
European Parliament and social partners in GSP+ beneficiaries help monitor progress;

•

promote joint responsibility between lead firms in the EU and suppliers in beneficiary countries to
prevent poverty wages;

•

support gender mainstreaming in trade unions and fund civil society organisations that advocate for
and assist women workers;

•

develop targeted sanctions that act as a more effective deterrent to persistent violations of
fundamental labour rights;

•

finance flanking measures through a GSP+ import license fee.
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1

Introduction

A Generalised System of Preferences (GSP) is a unilateral trade instrument which offers reduced tariffs or
duties to a select group of developing countries. It is permissible under the Enabling Clause of the World
Trade Organisation (WTO) which allows for an exception to the Most Favoured Nation (MFN) principle on
the condition that the beneficiaries are developing countries and that there are objective criteria for
differentiating among categories of developing country recipients.
The European Union (EU) has three GSP schemes: (1) the Standard GSP which offers reduced duties for circa
66 % of all EU tariff lines for eligible developing countries; (2) the Special Incentive Arrangement for
Sustainable Development and Good Governance (GSP+) which offers zero duties for essentially the same
66 % tariff lines for developing countries which are considered economically ‘vulnerable’ and meet
additional criteria related to sustainable development and good governance; and (3) the Everything But
Arms (EBA) scheme which offers zero duties and no quotas on all goods except arms and ammunition for
all Least Developed Countries (LDCs).
The GSP+ scheme was introduced in 2005 and reformed in 2012 under Regulation (EU) No. 978/2012 (the
‘GSP Regulation’). The reformed GSP+ was applied as of 1 January 2014 and covers a ten-year period. In
order to qualify a country must meet the following criteria: (1) it must be considered ‘vulnerable’ according
to its level of export-oriented economic diversification; (2) it must have ratified and effectively
implemented the 27 core international conventions in the fields of human and labour rights, the
environment and good governance designated by the EU; and (3) it must accept the reporting
requirements imposed by those conventions and cooperate with EU monitoring procedures.
As of May 2017 there were 16 countries that had benefitted from the GSP+ since the January 2014 reform
(Table 1). Seven countries exited the scheme because it was superseded by market access arrangements
under bilateral trade agreements.
Table 1: GSP+ beneficiary countries since January 2014
Current

Armenia, Bolivia, Cape Verde, Mongolia, Pakistan, Paraguay plus the Philippines (since
December 2014), Kyrgyzstan (since February 2016) and Sri Lanka (since May 2017)

Exited

Costa Rica, Ecuador, El Salvador, Guatemala, Panama, Peru (all exited January 2016)
plus Georgia (exited January 2017)
Note: Data correct as of 23 May 2017.

As stated by the European Commission ‘the philosophy of the GSP+ is that of an incentive based
mechanism’ with trade preferences used as a ‘lever’ to ensure that implementation of the core
international conventions in beneficiary countries improves over time 1. Eight of these conventions directly
concern labour rights, namely, the eight fundamental conventions of the International Labour
Organization (ILO) that comprise its core labour standards (see Table 2). Other conventions required under
GSP+ bring human rights to bear on work life. Two of the most important in the context of this study, given
the prevalence of women workers within EPZs and the existence of poverty wages, are the Convention on

* The authors would like to thank Professor Adrian Smith, Dr Kanchana Ruwanpura, Dr Samanthi J. Gunawardana and Abdul Qadir
for their helpful comments. The authors bear full responsibility for the content of the study.
1
European Commission, ‘The EU’s Generalised Scheme of Preferences (GSP)’, European Commission Information Pack, October
2014, pp. 1-27.
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the Elimination of All Forms of Discrimination Against Women (CEDAW), which contains an article
regarding employment, and the International Covenant on Economic Social and Cultural Rights, which
contains an article requiring that workers be paid ‘fair wages’ that provide a ‘decent living’ 2. There is no
explicit reference to labour rights within Export Processing Zones (EPZs) in either the GSP Regulation or
the key international conventions.
Table 2: Fundamental conventions of the International Labour Organization
Convention name and number

Core labour standard

Freedom of Association and Protection of the Right to
Organise Convention, 1948 (No. 87)
Freedom of Association and the Effective
Recognition of the Right to Collective
Right to Organise and Collective Bargaining Convention, Bargaining
1949 (No. 98)
Forced Labour Convention, 1930 (No. 29)
Abolition of Forced Labour Convention, 1957 (No. 105)

Elimination of all Forms of Forced and
Compulsory Labour

Minimum Age Convention, 1973 (No. 138)
Worst Forms of Child Labour Convention, 1999 (No. 182)

Effective Abolition of Child Labour

Equal Remuneration Convention, 1951 (No. 100)
Elimination of Discrimination in Respect of
Discrimination (Employment and Occupation) Convention, Employment and Occupation
1958 (No. 111)
Source: ILO.

1.1

Defining EPZs

EPZs, also referred to as Free Trade Zones (FTZs), can be defined as regulatory spaces designed to
encourage export-oriented investment within demarcated geographic areas of a national economy. As
such, different rules apply within EPZs than in the rest of the country. These typically encompass legal
differences in tax rates, customs procedures, business regulation, and to a lesser extent, labour law and
environmental standards. Special administrative and infrastructural support may also be provided,
including superior utility provision or logistics facilities. Socio-economic differences may also exist
between EPZs and the rest of the economy, particularly the high concentration of young and/or migrant
women workers situated in factory workplaces, creating a particular set of concerns from a labour rights
perspective 3. Studies have suggested that women make up at least 70 % of the global EPZ workforce,
though this proportion appears to have peaked and may be in decline. Possible explanations for this
decline include a closing of the gender pay gap as women contest their deployment as cheap labour, the

Other UN human rights conventions included within the GSP+ that tie human rights to labour rights include the International
Convention on the Elimination of All Forms of Racial Discrimination and the Convention on the Rights of the Child.
2

W. Milberg and M. Amengual, Economic Development and Working Conditions in Export Processing Zones: A Survey of Trends,
Geneva, ILO, 2008.
3
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willingness of men to accept ‘feminised’ jobs instead, and the outsourcing of work to other women in the
informal sector 4.
Often categorised with EPZs and FTZs are Special Economic Zones (SEZs). These typically seek to attract
foreign investment using the same kinds of incentives but are not intrinsically export oriented, often
intended for production targeting the domestic market (as in Pakistan). This report thus focuses on spaces
officially designated as EPZs and FTZs. The last attempt to estimate global employment in all these zones
was from the ILO a decade ago. According to this study in 2006 there were 3 500 EPZs or similar that
collectively employed 66 million workers, 40 million of which were based in China 5. This was a considerable
increase from three decades previously when just 47 were identified. EPZs have evolved economically
during this time too. While factory line assembly remains important, especially in the apparel and
electronics sectors, EPZs focused on sectors such as information technology and financial services have
emerged, changing to some extent the nature of the work undertaken within them. A final change is that
EPZs are increasingly developed and managed by businesses rather than by state authorities, such as
national ministries or investment promotion agencies. A 2008 study for the World Bank estimated that
62 % of economic zones were managed by the private sector, thereby implying a shift in the day-to-day
responsibility for upholding labour rights 6.
What is most important about EPZs in the context of this study is the distinctive type of labour regime
which tends to be found there, referring to the way in which work is socially, economically and politically
organised in a particular locale. We have already mentioned the preponderance of young and/or migrant
women. These are often neophyte manufacturing workers, i.e. new to formal waged employment, and
subject to particular forms of patriarchal and paternal discipline within the workforce. This employment
relationship, combined with the traditional focus of EPZs on light-manufacturing, gives rise to five general
characteristics. First, EPZs frequently offer higher wages and benefits as compared with other sectors of
the economy. Second, the gender wage gap persists as do other forms of sex discrimination including
women’s rights in relation to maternity and their security in relation to sexual harassment. Third, EPZs are
often characterised by longer compulsory working hours as compared with other sectors of the economy,
a pattern of work connected to the need of manufacturers to satisfy rigid delivery deadlines and seasonal
demand peaks. Fourth, because of the repetitive manual labour involved in EPZ work this gives rise to
serious occupational health and safety risks. Fifth, freedom of association and collective bargaining (FACB)
rights are seriously impaired, even in instances when union activities are legally permitted 7. It is for these
reasons that EPZs have been dubbed ‘spaces of exception’ wherein the imperative of global economic
competitiveness restructures not just the legal rules of business but also social norms of work 8.

1.2

Defining labour rights

Labour rights can be defined in a positivist sense as entitlements accorded to individuals and collectives
under the law and in respect to work. Legal positivism thus concerns itself only with those written laws
S. Tejani, ‘The Gender Dimension of Special Economic Zones’ in T. Farole and G. Akcini (eds.) Special Economic Zones: Progress,
Emerging Challenges and Future Directions, Washington DC, The World Bank, 2011, pp. 247-282.
4

J-P. S. Boyenge, ‘ILO Database on Export Processing Zones (Revised)’, ILO Working Paper, WP 251, Geneva, ILO, April 2007, pp. 135.
5

FIAS, Special Economic Zones: Performance, Lessons Learned, and Implications for Zone Development, Washington DC, The World
Bank, 2008.

6

S. Perman, Behind the Brand Names: Working Conditions and Labour Rights in Export Processing Zones, Brussels, International
Confederation of Free Trade Unions, 2004; See also Milberg and Amengual, Economic Development; Tejani, ‘Gender Dimension’.
7

8

A. Ong, Neoliberalism as Exception: Mutations in Citizenship and Sovereignty, Durham and London, Duke University Press, 2006.
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which have been passed by legitimate political authorities. Such labour law is present at the national level
in domestic statute, as well as at the international level, most directly in the conventions of the ILO.
However, rights which are recognised internationally may not be fully enshrined in national or provincial
legislation, thus creating a legal grey area. It is in this context that the ILO’s core labour standards are
particularly important. The 1998 Declaration on Fundamental Principles and Rights at Work in which the
core labour standards were established also determined that all ILO members have an obligation to
respect, promote and realise them whether or not they have ratified the conventions in question 9. In other
words, all individuals in ILO member states ought to be accorded de jure labour rights in respect to FACB,
forced labour, child labour, and discrimination. Legal scholars have noted how this categorisation also
reinforced the notion that these ‘core’ standards are integral and unquestioned elements of the human
rights corpus, though by the same token arguably relegated the non-core standards recognised in other
ILO Conventions to second-class status 10. The two main legal changes brought about by the GSP+
requirement to ratify the fundamental conventions are therefore that signatory states must: (1) adapt
national legislation to meet the specific content of the convention, and (2) engage in the formal reporting
processes of the ILO.
Another complex aspect of labour rights relates to their legal subject, or who exactly they refer to. This
results from the common distinction between ‘labour’, which is understood as regulated waged work, and
‘work’ which is understood as other ways in which people make a living. Given that men have been
predominant in the former category and women in the latter, this distinction has a profound gendered
dimension to it. The landmark 1999 report of the ILO Director-General makes clear that, for its part, ‘the ILO
must be concerned with workers beyond the formal labour market – with unregulated wage workers, the
self-employed, and homeworkers’ 11. Under this conception of the term, labour rights incorporate the idea
of ‘rights at work’ and is pertinent for this study insofar as many workers in the supply chains of EU
companies are not employed in recognised workplaces or on a formal basis.
Another gendered critique of the rights embodied in the core labour standards is that the elimination of
discrimination in employment and occupation is inattentive to the way in which jobs themselves can
become feminised and devalued 12. This is particularly relevant to EPZs. Women have been readily
employed in jobs in these zones, but often with the effect that the work undertaken has thus been treated
as flexible and low skill. This is a structural problem which requires redress through a broader range of
measures, and brings us to the other important change in the way the ILO has articulated labour rights,
which is to contextualise them within its overarching pursuit of ‘decent work’. This refers to the promotion
of rights at work plus employment, social protection and social dialogue 13. This notion of decent work sets
the basis for the latter half of this study, which also recognises the need to directly address issues such as

ILO, Declaration on Fundamental Principles and Rights at Work and its Follow-up, Adopted by the International Labour Conference
at its 86th Session, Geneva, 18 June 1998.
9

K. Kolben, ‘Labor Rights as Human Rights?’ Virginia Journal of International Law 50 (2), 2010, pp. 449-484; P. Alston, ‘”Core Labour
Standards” and the Transformation of the International Labour Rights Regime’, European Journal of International Law 15 (3), 2004,
pp. 457-521.
10

11
J. Somavia, Report of the Director-General: Decent Work, Presented at the International Labour Conference at its 87th Session,
Geneva, June 1999.

J. Elias, ‘Women Workers and Labour Standards: The Problem of “Human Rights”’, Review of International Studies 33 (1), 2007,
pp. 45-57.
12

13

Somavia, Report of the Director-General.
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’adequate earnings’, ‘decent hours’ and ‘social security’ alongside the core labour standards if workers are
to benefit equitably from the export growth encouraged by the GSP+ 14.

1.3

Methodology

Drawing clear causal connections between trade policy and labour rights is notoriously difficult and the
source of much academic debate. One reason is the contested measurement of labour rights. While some
scholars have used quantified indices of observed violations of labour rights drawn from a small number
of key textual sources (e.g. the CIRI Human Rights Data Project), others have provided qualitative accounts
of the substantive realisation of those rights based on localised fieldwork (e.g. ethnographic research
within a factory). These and other approaches can only capture aspects of the effective implementation of
labour rights.
Another reason to be wary of claiming that a given trade policy has led to a certain set of labour rights is
the multiplicity of intervening variables. From newly elected governments to changing patterns of supply
chain governance, there are simply too many factors at play to objectively attribute a precise degree of
influence to trade policy. This is compounded in the context of the reformed GSP+ by the short duration
in which it has been in operation, meaning that the potential effects linked to monitoring and dialogue
may not yet have become apparent.
Given these challenges this study seeks to make a more bounded set of claims, referring only to what can
be substantiated evidentially and organised into a credible chain of events. It also focuses on particular
export sectors so as to allow a more detailed analysis of the linkages between trade and labour rights, in
those areas of the economy where EU policy and EU-based corporations are likely to have most influence 15.
Where compelling evidence cannot be provided, it is left open as to whether events reported in the case
study sectors are causally connected to the processes of GSP+ or simply coincidental.
The data sources used to provide evidence include textual sources (e.g. academic publications, databases
of official monitoring bodies, institutional reports, and English-language media reports) and interviews.
Eighteen interviews were conducted between January and June 2017 with people familiar with the
interplay between GSP+ and labour rights in the four case studies. This provided up-to-date information
and personal insight not captured in national statistics or official statements. The interviewees include
officials in the Directorate-General for Trade (DG TRADE), Directorate-General for Employment, Social
Affairs and Inclusion (DG EMPL) and Directorate-General for International Cooperation and Development
(DG DEVCO), Members of the European Parliament (MEPs) involved in GSP+ dialogue, trade union officials,
people with the ILO, representatives of non-governmental organisations (NGOs) and research consultants.
Most are referenced in the text by institutional affiliation, though some have opted to remain entirely
anonymous and so are referenced by a number.
The four case studies used in this research are the apparel sectors of Mongolia, Pakistan and Sri Lanka and
the processed fish sector of the Philippines. These were selected according to the following criteria: (a)
there was a sufficient amount of textual information on the country regarding EPZs, labour rights and the
impact of GSP+ to allow for desk research to be conducted; (b) the sectors were based on labour-intensive
export-oriented production where EPZs are most commonly found; (c) the sectors gained a competitive
advantage because of the preference margin offered under the GSP+; and (d) the sectors constitute

These are three of the ten substantive elements of the Decent Work Agenda covered in the Decent Work Country Profiles
produced by the EU-funded Monitoring and Assessing Progress on Decent Work (MAP) programme.
14

15
L. Campling, J. Harrison, B. Richardson and A. Smith, ‘Can Labour Provisions Work Beyond the Border? Evaluating the Effects of
EU Free Trade Agreements’, International Labour Review 155 (3), 2016, pp. 357-382.
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leading export sectors under the GSP+ for the country in question. As detailed further in Section 2, apparel
(both knitted and not-knitted types) accounted for 89 % of Mongolia’s duty-free exports to the EU and
18 % of its total exports to the EU in 2015. The corresponding figures for apparel exports from Pakistan
were 42 % of duty-free exports and 38 % of total exports. Processed fish accounted for 8 % of the
Philippines duty-free exports and 2 % of total exports.
The exception here is Sri Lanka, which only became a GSP+ beneficiary on 19 May 2017. However, the
sector that will benefit most from re-admittance will be the apparel sector 16. In 2015 apparel already
accounted for 31 % of the country’s total exports to the EU. This figure is likely to rise if duties are lowered.
Moreover, the fact that the Sri Lankan apparel sector has seen GSP+ preferences withdrawn also allows the
study to reflect on the impact that sanctions have on labour rights too, although it should be noted that
the preferences were removed for human rights violations specifically.
The emphasis of these case selection criteria is on identifying the export sectors where EPZ-like labour
rights regimes are common and which benefit from GSP+. It is these sectors where the trade arrangement
has most economic relevance, and political leverage, over the fate of workers’ lives and where the influence
of GSP+ on labour rights is most likely to be seen. This emphasis was also necessary given the paucity of
textual information on many countries benefitting from GSP+ (e.g. Cape Verde, Paraguay), the limited
importance of EPZs in their economy (e.g. Armenia, Bolivia) and the general lack of reference to EPZs in EU
reporting documents.

1.4

Structure

Section 2 outlines the export profiles of all GSP+ beneficiaries and the economic importance in particular
of the four case study sectors. Section 3 details the extent to which EPZs are present in Mongolia, Pakistan,
Philippines and Sri Lanka and their particular relationship to the case study sectors, while Section 4
addresses the labour rights issues reported in each of the four cases. Section 5 looks at six different
mechanisms by which the GSP+ could influence labour rights, providing qualified evidence for each.
Section 6 brings together best practices from other trading arrangements with suggestions provided by
interviewees and the existing literature to suggest how the GSP+ could be improved in relation to labour
rights in export sectors.

2

Export profiles of GSP+ beneficiaries

As noted in Section 1, entry into the GSP+ scheme reduces duties on circa 66 % of all EU tariff lines to zero.
This encompasses 6 350 types of products. Since 25 % of other tariff lines are also set at zero under the EU’s
normal MFN duty, this means that for GSP+ beneficiaries only 9 % of tariff lines – mostly agricultural
products – are subject to import duties 17. The difference in duty advantage resultant from GSP+ status
ranges across tariff lines. For example, cotton bedlinen has an MFN duty of 12 %, sports footwear 19 % and
tinned tuna 24 % 18. Depending on the economic profile of a country and its existing market arrangements
with the EU, the benefits of entry into the GSP+ scheme will tend to be focused on particular sectors.
As shown in Table 3, a total of EUR 7.06 billion of goods was exported duty-free to the EU by the GSP+
beneficiary countries in 2015. Just over half of this amount, EUR 3.61 billion, came from Pakistan’s exports
of apparel (Harmonised System [HS] codes 61 and 62) and textiles (HS code 63). Other sectors covered by
the GSP+ and accounting for over EUR 100 million exports included Pakistan’s cotton, leather, fibre and toy
sectors, and the Philippines’ coconut oil, electronics, canned fish and optical sectors. At the time of writing,

16

The processed fish sector also stands to benefit from GSP+ allowing parallels with the Philippine case to be drawn.

17

European Commission, ‘The EU’s Generalised Scheme of Preferences’.

18

Retrieved from European Commission Market Access Database.
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data on 2016 trade flows was incomplete, though it indicated that exports under the GSP+ have increased
significantly since 2015. The locus of economic benefits can be expected to change over the term of the
GSP Regulation, especially if the UK, which is one of the leading import destinations for GSP+ exports,
withdraws from the EU prior to the regulation’s expiration in 2023.
Table 3: Value of Zero Tariff Exports by GSP+ countries to the EU, 2015
Country

Three Biggest Export Sectors (HS2 Level) and Total Exports
(3) Articles of apparel and clothing accessories, not knitted or crocheted

Armenia

43 612 122

(1) Iron and steel

54 570 826
103 514 268

(3) Preparations of vegetables, fruit, nuts or other parts of plants

26 131 485

(1) Beverages, spirits and vinegar

28 716 866
79 087 795

(3) Footwear, gaiters and the like; parts of such articles

3 446 994

(2) Preparations of meat, of fish or of crustaceans, molluscs or other
aquatic invertebrates

5 945 501

(1) Fish and crustaceans, molluscs and other aquatic invertebrates

20 737 138

Total

34 892 887

(3) Other made-up textile articles; sets; worn clothing and worn textile
articles; rags
Mongolia

(2) Articles of apparel and clothing accessories, not knitted or crocheted
(1) Articles of apparel and clothing accessories, knitted or crocheted

Pakistan

894 859
1 571 151
12 872 859

Total

16 278 412

(3) Articles of apparel and clothing accessories, knitted or crocheted

917 849 334

(2) Articles of apparel and clothing accessories, not knitted or crocheted

1 273 653 319

(1) Other made-up textile articles; sets; worn clothing and worn textile
articles; rags

1 423 454 805

Total
Paraguay

4 596 461

(2) Cereals

Total

Cape Verde

951 438

(2) Aluminium and articles thereof

Total

Bolivia

Value (EUR)

5 227 254 170

(3) Tobacco and manufactured tobacco substitutes

14
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(2) Articles of leather; saddlery and harness; travel goods, handbags and
similar containers; articles of animal gut (other than silkworm gut)

3 348 509

(1) Animal or vegetable fats and oils and their cleavage products;
prepared edible fats; animal or vegetable waxes

Philippines

24 176 816

Total

42 206 209

(3) Preparations of meat, of fish or of crustaceans, molluscs or other
aquatic invertebrates

127 227 236

(2) Electrical machinery and equipment and parts thereof; sound
recorders and reproducers, television image and sound recorders and
reproducers, and parts and accessories of such articles

163 767 978

(1) Animal or vegetable fats and oils and their cleavage products;
prepared edible fats; animal or vegetable waxes

394 518 731

Total

1 564 830 792

All Country Total

7 068 064 533
Source: EUROSTAT.

2.1

Mongolia

In Mongolia, the sector benefitting most in absolute terms from duty-free exports under the GSP+ has been
apparel – knitted apparel specifically. This refers largely to cashmere wool, which is obtained from the
country’s nomadic goat herders and processed into knitwear like jumpers, hats and scarves. The biggest
exporter of cashmere in the country is Gobi Corporation, which has a vertically integrated operation
incorporating nine factories employing over 1 600 people 19. As a proportion of total exports to the EU,
apparel exports are significant. As shown in Figure 1 they accounted for 18 % by value in 2015, although
this proportion has actually fallen since 2005 when Mongolia was first admitted to the GSP+ scheme. The
three biggest importers in the EU of knitted apparel specifically were the United Kingdom (UK) (42 %),
Belgium and Luxembourg (25 %) and Germany (11 %). However, it should be borne in mind that the EU
only accounts for 9 % of Mongolia’s total exports, making it a relatively small trade partner 20. The majority
of the country’s exports go to China, comprised largely of raw minerals from the mining industry.
Figure 1: Exports in goods from Mongolia to EU under all trade regimes, 2002-2015
120 000 000
100 000 000
Euro

80 000 000
60 000 000
40 000 000
20 000 000
0
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Apparel

Total

Source: Author’s calculations from EU Market Access Database. Apparel combines HS 61 and HS 62.

19

Gobi Corporation, ‘Production’, Gobi Corporation website.

20

WTO Trade Policy Review Body, ‘Trade Policy Review: Report by Mongolia’, WT/TPR/G/297, 15 April 2014, pp. 1-17.
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2.2

Pakistan

In Pakistan it is again the apparel sector which has benefitted most in absolute terms from duty-free
exports under the GSP+. As shown in Figure 2 the sector has also become increasingly significant, rising
from 25 % of total exports in 2002 to 38 % in 2015. Trade preferences have been an important factor in this.
On top of the standard GSP, in 2002 the EU provided additional preferences to Pakistan as part of its Special
Arrangements to Combat Drug Production and Trafficking, followed by further Autonomous Trade
Preferences in 2012 and finally the GSP+ in 2014. Each of these further reduced the duties on tariff lines in
apparel, among other products. Industry experts have noted in particular the growth in exports of apparel
from EUR 1.39 billion in 2013 to EUR 2.28 billion in 2015, attributing this two-year ‘surge’ directly to the
duty advantage offered by the GSP+ 21. In 2015 the three biggest importers in the EU of apparel from
Pakistan were the UK (24 %), Germany (23 %) and Spain (19 %). It is notable that the EU collectively is the
most important destination for Pakistan’s exports, accounting for 23 % of its total exports in 2015 22. In
contrast to Mongolia then, the GSP+ scheme in Pakistan covers a much larger proportion of the country’s
total exports.
Figure 2: Exports in goods from Pakistan to EU under all trade regimes, 2002-2015
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Source: Author’s calculations from EU Market Access Database. Apparel combines HS 61 and HS 62.

2.3

Philippines

In the Philippines the influence of the GSP+ is more marginal. The majority of the country’s exports to the
EU are made up of machinery and appliances, and optical and photographic instruments; products which
do not receive a duty advantage from the GSP+. Moreover, because the duties on products which are
covered are relatively low – coconut oil for industrial use has an MFN rate of just 2.5 % for instance – the
benefits in relative terms are heavily concentrated on prepared fish, canned tuna in particular. This is an
export-oriented industry where the EU already accounted for a majority of sales even before the
Philippines entered the GSP+. As acknowledged by the country’s Export Marketing Bureau ‘the GSP+ is
really a win for our tuna exporters’ 23. Industry sources calculated the value of this export growth to be worth
at least USD 15 million a year 24. As shown in Figure 3, prepared fish accounts for 2 % or EUR 145 million of

Textiles Intelligence, ‘Pakistani Textile and Clothing Exports to Europe Surge Following Granting of Preferential Market Access’,
Textiles Intelligence Press Release, 13 July 2015.
21

22

European Commission Directorate-General for Trade, ‘European Union, Trade in Goods with Pakistan’, 16 February 2017.

23

R. S. C. Canivel, ‘DTI Sees Tuna Exports Most Vulnerable to Loss of GSP+’, Business World Online, 19 January 2017.

24

‘Tuna Industry Gets Boost as EU Parliament Grants PH GSP+’, Gensan Times, 20 December 2014.

16

Labour rights in GSP+ beneficiary countries with a focus on Export Processing Zones (EPZs)

the country’s total exports to the EU. In 2015 the three biggest importers in the EU of prepared fish from
the Philippines were Germany (40 %), the UK (18 %) and Italy (11 %).
Figure 3: Exports in goods from Philippines to EU under all trade regimes, 2002-2015
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Euro

8 000 000 000
6 000 000 000
4 000 000 000
2 000 000 000
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Prepared Fish

Total

Source: Author’s calculations from EU Market Access Database. Prepared fish is HS 1604.

2.4

Sri Lanka

In February 2010 the decision was taken to withdraw GSP+ benefits from Sri Lanka, meaning that exports
from that country would revert to standard GSP preferences. As shown in Figure 4, this led to a slight slowdown of apparel exports, but nonetheless the sector continued to grow in absolute terms, accounting for
EUR 1.59 billion exports in 2015. Indeed, as a proportion of total exports to the EU the apparel sector grew
from 56 % in 2010 to 60 % in 2015. The consequences for labour of the trade sanctions applied to Sri Lanka
are discussed more fully in Section 5.6. In 2015 the three biggest importers in the EU of apparel from Sri
Lanka were the UK (43 %), Italy (18 %) and Belgium (11 %). Moreover, the EU has been the most important
destination for Sri Lanka’s exports, accounting for 31 % of its total exports in 2015 25. As with Pakistan, then,
it is reasonable to assume that the apparel sector will be the main beneficiary of Sri Lanka’s re-admittance
to the GSP+ and that the scheme will have a much higher degree of economic influence in this country
than in other beneficiaries.
Figure 4: Exports in goods from Sri Lanka to EU under all trade regimes, 2002-2015
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Source: Author’s calculations from EU Market Access Database. Apparel combines HS 61 and HS 62.
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European Commission Directorate-General for Trade, ‘European Union, Trade in Goods with Sri Lanka’, 16 February 2017.
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3

Export Processing Zones in GSP+ beneficiary countries

Sections 3.1 to 3.4 explore the role of EPZs within Mongolia, Pakistan, the Philippines and Sri Lanka. Section
3.5 then draws together some overall conclusions about the overall economic and legal significance of
EPZs for the GSP+ scheme.

3.1

Mongolia

EPZs in Mongolia are a recent phenomenon. The Law of Mongolia on Free Zones was approved in 2002
and by 2015 three zones had been established close to key border towns and ports: Altanbulag, Tsagaan
Nuur and Zamyn-Uud 26. That same year an amendment was proposed to the Free Zones law that would
allow zones to be established in other parts of the country too. The economic incentives offered include
exemptions from value-added tax and customs tax, reduced corporation tax and cheaper land costs 27.
Exemptions on rules governing the use of foreign labour are also offered 28.
However, a 2009 study on behalf of the Asian Development Bank found that none of the three zones then
established were producing for export, but rather were still in the development phase 29. Recent reports
suggest that they remain inactive (also interview ILO consultant) 30.

3.2

Pakistan

According to Pakistan’s Export Processing Zone Authority (EPZA), an independent government-mandated
agency, there are eight EPZs in the country. These are based in Karachi, Tuwariqi (Sindh Province), Saindak,
Duddar, Gwadar (Balochistan Province), Sialkot, Gujranwala (Punjab Province) and Risalpur (KhyberPakhtunkwha Province) respectively 31. The regional location of EPZs in Pakistan is important given the
devolution of political power to the provincial governments (which will be discussed further in Section 5).
The economic incentives offered in EPZs include secure premises offered at competitive lease rates, tariff
and tax reductions for inputs, exemption from currency exchange regulations and the repatriation of
capital and profits for foreign investors 32. The first EPZ was established in Karachi in 1989 and this appears
to be the most economically active at present. In 2014-15 it exported goods worth USD 358 million 33, the
EU being the main export destination, and has also undergone a recent expansion with GSP+ status cited
as one of the reasons to invest there 34. The Karachi EPZ specialises in garments and so is especially relevant
for this study. In 2013 there were 18 garment and worn clothing factories located in the zone 35. Older data
suggests these factories were largely owned by non-resident Pakistanis in collaboration with local

26

PwC, Doing Business Guide in Mongolia 2015.

27

PwC, Doing Business Guide in Mongolia 2015.

28

Invest Mongolia, Your Guide to Invest in Mongolia 2016, Ulaanbaatar, Invest Mongolia, 2016, p. 3.

29
M. Ee Khong Kie, P. Lee Hwee Chen, T. Puay Kim, D. Amarsaikhan and D. Ochirbat, Mongolia: Trade Facilitation and Logistics
Development Strategy Report, Madaaluyong City, Asian Development Bank, 2009.
30

Embassy of the United States, ‘2015 Investment Climate Statement’, Reports on Mongolia, May 2015.

31

EPZA, ‘Location of EPZs in Pakistan’, EPZA website.

32

EPZA, ‘Incentives’, EPZA website.

33

EPZA, ‘KEPZ Registered 9% Growth’, Connect: The Official Newsletter of Export Processing Zones Authority 6, 2015, p. 3.

34

EPZA, ‘Karachi Export Processing Zone: Phase 3’, EPZA website.

35

Expo Pakistan, Karachi Export Processing Zone, Exhibitors List, 2013.
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partners 36. Of the remaining zones, Sialkot EPZ is notable as it is located in the ‘football manufacturing
capital’ of Pakistan but has been less dynamic than Karachi, hosting only eight factories and exporting USD
0.65 million of goods in 2009-10 37. Others such as Duddar EPZ and Sainsak EPZ are dedicated to mining
and leased to Chinese firms, while Gwadar EPZ is still awaiting investment 38. Most apparel production
therefore takes place outside EPZs.
Alongside EPZs, Pakistan also has SEZs, which were promulgated under a 2012 Act of the same name,
designed to put the tax incentives offered in ‘industrial zones’ on a stronger legal footing. Unlike EPZs,
which must export at least 80 % of their production, SEZs are available for investors seeking to sell into
Pakistan’s domestic market 39. Another difference is that EPZs are administered under the authority of the
EPZA, whereas SEZs can be established and managed under public-private partnerships or private-sector
initiatives40. The 2007 ILO study estimated that 880 000 people were collectively employed in the country’s
export processing and industrial zones 41.
Obtaining information about the companies based in EPZs and who they supply is difficult. Relatively more
information can be found by starting with a selection of European corporations and searching their supply
chains. Table 4 does this for the ten biggest retailers of apparel in the EU, focusing on sourcing relations
with Pakistan and Sri Lanka (none contracted from Mongolia). The available data shows that there were
89 sourcing relationships with individually named factories in Pakistan, of which just three were with
factories located in EPZs. For Sri Lanka, of the 91 sourcing relationships, 21 were with factories located in
EPZs.
Two other points are of note. First, the level of transparency is uneven as not all companies provide a list
of suppliers. Half of the companies (Inditex, Primark, Next, Arcadia and Debenhams) did not provide the
addresses of their suppliers, or in some cases even the countries that they sourced from. Again, this makes
an assessment of EU corporate involvement in EPZs partial at best. Second, the addresses of those factories
that were named factories shows that a variety of different ‘production spaces’ are used alongside EPZs,
some of which are highlighted in the table (Korangi Industrial Area in Karachi was particularly prominent
in Pakistan). To the extent these exhibit EPZ-like labour regimes too, the rationale for focusing on solely on
officially designated EPZs attenuates.

36

A. Bashar, ‘Export Processing Zone Authority’, Et Cetera, 27 March 2000.

37

’16-year Non-Functioning of EPZ Speaks Volumes’, The Nation, 23 April 2016.

38

EPZA, ‘Location’.

39

EPZA, ‘Export Processing Zones Pakistan: An Entity with Global Footmarks’, Presentation Slides, 27 May 2014.

40

WTO Trade Policy Review Body, ‘Trade Policy Review: Report by Pakistan’, WT/TPR/G/311, 17 February 2015, p. 6.

41

Boyenge, ‘ILO Database’, p. 9.
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Table 4: Top ten EU apparel retailers by turnover and their sourcing relations with Pakistan and
Sri Lanka, 2017
Turnover
2016 (EUR
billion)

Headquarters

Sourced from Pakistan
29 manufacturing factories of
which 1 in EPZ and 15 in
Industrial Area

15.9

H&M

Sweden

10 processing factories of
which 1 in EPZ and 7 in
Industrial Area
7 second tier fabric and yarn
factories of which 1 in
Industrial Area

Inditex

13*

Spain

Sourced from Sri Lanka

21 manufacturing factories
of which 8 in EPZs and 2 in
Industrial Parks
4 processing factories of
which 1 in EPZ

6 298 factories in over 50 countries; neither Pakistan nor Sri
Lanka among 11 largest supplying countries

Marks &
Spencer

11.6

UK

3 factories

43 factories of which 12 in
EPZs and 2 in Industrial
Estates/Parks

C&A

7.2*

Belgium and
Germany

23 factories of which 1 in EPZ
and 8 in Industrial Area

17 factories

Primark

6.7

UK

Around 700 suppliers including some based in Pakistan and
Sri Lanka

Next

4.9*

UK

1 965 factories in 41 countries; mentions scheme to support
homeworkers in Sri Lanka

Arcadia

2.5*

UK

1 034 factories; mentions scheme to improve workplace
dialogue in Sri Lanka

Debenhams

1.9*

UK

911 factories; Pakistan among the 9 largest supplying
countries

Esprit

1.3

Germany

17 factories of which 9 in
Industrial Area

6 factories

Benetton

1.0*

Italy

0

0

Source: Authors from using data from the companies own websites on 19 May 2017. Factories are located
in EPZ or related area based on having these terms in their stated address. Data includes factories that
supply all products not just apparel. Turnover and headquarters taken from Retail-Index website,
available at: http://www.retail-index.com/Sectors/FashionClothingRetailersinEurope.aspx.
* means estimate.
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3.3

Philippines

According to the Philippine Economic Zone Authority, an agency attached to the Department of Trade and
Industry, there are 358 economic zones in the country specialising variously in IT, manufacturing, agroindustry, tourism and healthcare 42. Manufactured exports from these zones were calculated at
USD 28.9 billion in 2009 and their collective employment at 611 000, making the Philippines’ EPZs the most
economically significant case within this study 43. EPZs have been a feature of the Philippine economy since
the 1970s – based at first in Bataan, Mactan, Baguio City and Cavite, respectively – and focused initially on
garments, textiles and industrial products before expanding into electrical goods. In the 1995 Special
Economic Zone Act, a wider range of business activities were encouraged and EPZ-based companies were
allowed to sell more of their output in the domestic market 44. The economic incentives offered to investors
are differentiated according to economic activity. For manufacturing companies it includes exemptions
from corporation tax, tariff and tax reductions for inputs and reductions in local government taxes45. The
2007 ILO study estimated that 1 128 000 people were collectively employed in the country’s export
processing and other economic zones, 74 % of whom were women 46.
Many of these same policies were used in the formation of the canned tuna sector during the late 1970s.
In 1983, for instance, the United States (US) Department of Commerce applied countervailing duties on
Philippine canned tuna because of the use of subsidies for its exporting firms including tariff exemptions
on inputs and reduced corporation tax 47. Similar policies were still being reported in the 2010s 48. Moreover,
EPZs are now beginning to be formalised in and around General Santos City, the area where six of the
country’s seven canning factories are based. In 2013 the tuna cannery and salmon processing sites of
Filipino-company Alliance Select Foods International were registered as an agro-industrial zone, while in
2014 a SEZ was established which was reported to attract interest from Taiwanese and Thai companies in
setting up new tuna canneries 49.
The Philippines is a leading non-branded processor supplying supermarkets and brands in the EU and US,
and is ranked as the third largest processor in the world behind Thailand and Ecuador. As shown in Table
5, in 2010 its seven tuna canneries collectively processed 225 000 tonnes of raw material per year. These
contract relations make it difficult to identify the involvement of specific EU corporations in the sector. Nor
do the major tuna brands or supermarkets publish lists of suppliers as apparel retailers do. To infer
connections, one must start with the national market to which the tuna is exported and determine the
likely buyers. As noted in Section 2.3, the biggest destination for Philippine processed tuna is Germany,
where some of the major brands include LaPerla (owned by Otto Franck Import KG) and the major
supermarkets include Edeka.

42

Philippine Economic Zone Authority (PEZA), ‘Operating Economic Zone Map’, PEZA website, 31 October 2016.

R.G. Manasan, ‘Export Processing Zones, Special Economic Zones: Do We Really Need to Have More of Them?’, Philippine Institute
for Development Studies Policy Notes 2013-15, November 2013, pp. 1-8.
43

E. M. Remedio, ‘Export Processing Zones in the Philippines: A Review of Employment, Working Conditions and Labour Relations’,
ILO Multinational Enterprises Programme Working Paper 77, 1996, pp. 1-52.

44

45

Philippine Economic Zone Authority (PEZA), ‘Fiscal Incentives to PEZA-Registered Economic Zone Enterprises’, PEZA website.

46

Boyenge, ‘ILO Database’, p. 9.

US Department of Commerce, ‘Preliminary Affirmative Countervailing Duty Determination; Canned Tuna from the Philippines’,
International Trade Administration File, 16 August 1983.
47

48

L. D. Desiderio, ‘Century Tuna Pacific Unit Gets Tax Perks’, PhilStar Global, 3 October 2012.

See C. Valencia, ‘PEZA Lists Alliance Select GenSan Facility’, PhilStar Global, 27 March 2013; and ‘Consortium Investing P50m for
GenSan Special EcoZone’, Minda News, 26 July 2014.
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Table 5: Top three countries for canned tuna processing, 2010
Country

Capacity
(tonnes/day)

Annual
Production EU Imports Canned % Total EU
Processed Tuna (tonnes)
Tuna (tonnes)
Imports

Thailand

2 770

736 000

66 200

17.9 %

Ecuador

1 865

447 600

62 128

16.8 %

850

225 000

45 360

12.2 %

Philippines

Source: A. Hamilton, A. Lewis, and L. Campling, Report on the Implementation of the Derogation to the
Standard Rules of Origin Granted to the Pacific ACP States in the Framework of the Interim Economic
Partnership Agreement, FWC COM 2011 RFS 2011/266449, December 2011.

In terms of ownership the sector remains largely in the hands of Filipino firms, with several of the canners
also having vertically integrated operations sourcing at least some fish from their own fleets fishing in the
Philippines and further afield 50. Akin to the Mongolian and Pakistan apparel sectors, then, there are clear
national linkages between the processing and raw material stages of production, in this case between
canning and fishing, with the latter being subject to informality and criminality given the prevalence of
illegal, unreported and unregulated fishing (interview IUF) 51. It is estimated that 200 000 workers are
employed within the General Santos City tuna industry as a whole, with many moving between jobs in the
factories, boatyards (e.g. vessel repair), ports (e.g. stevedoring) and on the vessels (interview IUF) 52. A 2016
report by Verité estimated that there were 8000 people employed in canning specifically, at least 80 % of
whom were women 53.

3.4

Sri Lanka

According to the Sri Lankan Board of Investment, a wide-ranging agency which started life as the Greater
Colombo Economic Commission in 1978, there are 10 EPZs in the country and five other economic zones
(two of which were established by the private sector). In 2015 the EPZs encompassed 267 companies,
accounting for exports worth USD 2.5 billion and collectively employing over 132 000 people 54. Including
all types of zone, the 2007 ILO study put the employment figure significantly higher, at 410 000 people, of
whom 77 % were women 55. Counting only employees in the apparel sector, the Sri Lankan Board of
Investment put the figure at 277 551 in 2011 56. Location in an EPZ comes with economic incentives
including tax holidays, duty-free imports, exemption from currency controls, and concessionary land
prices 57. Between 1978 and 1993 the creation of EPZs was very much a state project, but in 1994 this zoning

A. Hamilton, A. Lewis, M. McCoy, E. Havice, and L. Campling, Market and Industry Dynamics in the Global Tuna Supply Chain,
Honiora Solomon Islands, Pacific Islands Forum Fisheries Agency (FFA), 2011, p. 202.
50

51
In 2014 the EU issued the Philippines with a yellow card for Illegal, Unreported, and Unregulated (IUU) Fishing, which was
rescinded in 2015.
52

B. Bernal, ‘Hazards in Labor Contracting: What About the PH Tuna Industry?’, Rappler, 13 August 2016.
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Verité, Research on Indicators of Forced Labor in the Supply Chain of Tuna in the Philippines, Amherst US.
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WTO Trade Policy Review Body, ‘Trade Policy Review: Report by Secretariat’, WT/TPR/S/347, 27 September 2016, p. 60.

55

Boyenge, ‘ILO Database’.

J. S. Bandara and A. Naranpanawa, ‘Garment Industry in Sri Lanka and the Removal of GSP Plus by EU’, The World Economy 38 (9),
pp. 1438-1461.
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Board of Investment, Investment Guide, October 2015, p. 5.
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strategy was reversed with a rural industrialisation programme called the 200 Garment Factory Programme
which incentivised manufacturers to locate factories in each of the 200 administrative areas of the
country 58. Apparel is exported from factories based inside and outside EPZs.
The largest EPZ in Sri Lanka, Katunayake EPZ, was set up in 1978 and is focused on apparel. According to
the Board of Investment it employs 39 000 people of whom 57 % are women 59. Indeed, nearly all EPZs
contain firms producing for the apparel sector; not surprising given that apparel accounts for 46 % of Sri
Lanka’s total exports in goods 60. According to a study by the World Bank, foreign direct investment played
an important role in initiating the apparel sector in the country but now domestic capital is dominant 61. Up
to 1999 there had been 32 investments in Sri Lanka’s apparel and textile sectors by EU-based companies
based chiefly in Germany and the UK 62. One auspicious joint venture took place in the mid-1980s between
fledgling Sri Lanka firm MAS Holdings and the German manufacturer of lingerie-making technology
Triumph; MAS is now a multinational apparel and textile conglomerate employing 70 000 people in Sri
Lanka alone 63. However, contract relations rather than equity investments are now more significant for Sri
Lanka’s apparel manufacturing sector. For example, another major Sri Lanka apparel firm, Brandix Group,
sells woven, knit and lingerie apparel to a range of US and European buyers, including UK-based retailer
Marks & Spencer which has invested in a logistic hub in the country to source and distribute clothing to its
international range of stores.

3.5

The overall significance of EPZs in GSP+ exports

Many of the export sectors that benefit most from GSP+ are those which tend to be located in EPZs, namely
apparel, processed food, electronics and toys. However, there are two reasons to be cautious about
focusing on EPZs when considering the GSP+ scheme.
First, the extent to which EPZs are associated with the economic activity encouraged by the GSP+ scheme
varies. In some beneficiary countries like Mongolia, EPZs are a new phenomenon and remain largely
inactive. In other cases, the importance of EPZs varies by country and sector type. They are not prominent
in Pakistan’s apparel sector nor the Philippines’ canned tuna sector, but are more so in Sri Lanka’s apparel
sector. In no country were GSP+ exports exclusively produced in EPZs.
Even if we just focus on the supply chains of EU-based companies importing products from GSP+
beneficiaries, as explored in Table 4, the links to EPZs are still difficult to systematically trace as economic
relations tend to be based on supply contracts rather than foreign direct investment. This is especially true
in apparel and food processing where brand-name companies in the EU have adopted flexible sourcing
arrangements to help maintain low-cost production. As such, EU corporate involvement in EPZs is both
less stable and more opaque than in other sectors where an established commercial presence is easier to
detect. For example, in 2015 Inditex sourced clothing from 416 new suppliers whilst declining to buy stock
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from 316 existing suppliers 64. No accompanying data was provided on the nationality of these suppliers
and their second-tier factories, nor whether they were based in EPZs.
Second, the policies and practices that characterise EPZs may be present in other areas of the country
without that space being officially designated as an EPZ by the national government. This has been the
case historically with the Philippines tuna canning sector, which has benefitted from similar tax incentives
to those received by companies based within EPZs. Likewise, ethnographic research in apparel factories
located outside EPZs in Sri Lanka has revealed very similar dynamics to those owned by other companies
inside EPZs65.
In sum, the significance of EPZs to the export sectors benefitting from the GSP+ is varied, and the links to
EU-based corporations sourcing from them is largely opaque. Moreover, there is some similarity between
the policies and practices that characterise EPZs and those found in other spaces of the national economy,
such as industrial areas near ports and greenfield sites in rural areas. These findings pose questions as to
whether EPZs ought to be the focus of a labour rights agenda pursued in relation to the GSP+. To this end,
the next section explores the recent labour rights situation in the four case studies in more detail.

4

Labour rights in key export sectors of GSP+ beneficiaries

All countries entering the GSP+ have ratified the fundamental conventions of the ILO relating to core
labour standards. This section examines whether there has been effective implementation of these labour
rights in the case study sectors since the reformed GSP+ began in January 2014. Where relevant, it starts
with a focus on EPZs and FACB rights in particular, before turning to other aspects of the decent work
agenda as outlined by the ILO set out in Section 1.2. This includes concerns related to inadequate labour
inspection, limited right to redress, excessive working hours, and poverty wages; aspects of exportoriented light manufacturing work which are commonly found in EPZs. Where appropriate, reference is
made to the country’s wider record on labour rights.

4.1

Mongolian apparel sector

There is very little information on labour rights in the Mongolian apparel sector specifically. One notable
exception concerned an allegation made in 2011 about the use of forced labour from North Korea in a
cashmere factory exporting to the UK-based Edinburgh Woollen Mill 66. The same issue in the apparel sector
was reported again in 2016 67. The US Country Report on Human Rights Practice for 2015 noted that over
2000 North Korean workers were in Mongolia, employed across many sectors, and that their wages were
paid directly to the North Korean government 68. The 2007 agreement between the two countries,
according to which several thousands of North Koreans have been allowed to work in Mongolia, was
renewed in 2012 and is again set for renewal in 2017 (interview ILO consultant).
In respect to FACB rights in Mongolia generally, in 2016 the ILO Committee of Experts on the Application
of Conventions and Recommendations (CEACR) has made direct requests to the government to provide
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more information on the relevant conventions 69. For its part, the Confederation of Mongolian Trade Unions
claimed that some employees faced obstacles to joining or forming unions, that some employers were
weakening existing unions, and that there were some violations of collective bargaining rights 70. This was
echoed by the National Human Rights Commission of Mongolia, which reported that some employers were
attempting to dissolve trade unions and were actively discriminating against their members in the
workplace 71.
In respect to the enforcement of labour rights, the Committee on the Elimination of All Forms of
Discrimination Against Women (CEDAW Committee) registered concern at the limited mandate, capacity
and effectiveness of the national labour inspection system 72. In a similar vein a US Department of State
country report stated that the labour inspectorate was under-resourced and enforcement of safety
standards in particular was inadequate. The report did note that the tripartite Labour Dispute Settlement
Committee resolved the majority of disputes between individual workers and management. However,
cases that could not be resolved at the committee were referred to the courts. The Confederation of
Mongolian Trade Unions considered the domestic legal process so lengthy that many workers abandoned
their cases due to time and expense 73. The CEDAW Committee separately highlighted the lack of civil and
criminal legal remedies for victims of sexual harassment in the workplace 74.
More has been written about cashmere production, which typically comes from nomadic goat herds
tended by family labour, accounting for the livelihoods of around a million people 75. Most of this cashmere
is exported directly after minimal processing and not turned into finished apparel, therefore it is not
captured in the export data presented in Figure 1. Given the nature of production, the focus of most policy
evaluations has been on sustainably managing land and water usage and gaining better terms of trade for
herders who sell their wool to middlemen, rather than on promoting labour rights 76. Nevertheless,
practices such as child labour, involving non-family children and work which keeps children out of school,
have been identified within goat herding 77.

4.2

Pakistani apparel sector

EPZs are not prominent in Pakistan’s garment sector, the exception being the Karachi EPZ discussed in
Section 3.2. In this respect it is worth noting that trade unions and strikes are prohibited by law in EPZs; a
fact stated clearly on the Export Processing Zone Authority website 78. This law has been in place since 1982
and has been subject to numerous requests for reform by the ILO’s CEACR and Freedom of Association
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Committee for being incompatible with the core labour standards of ILO Conventions 87 and 98 79. The
2012 Industrial Relations Act, which provided procedures for establishing trade unions and managing
industrial disputes, was not extended to EPZs or SEZs80. However, the Special Economic Zones Act is clear
that ‘all labour and employment laws of Pakistan shall be applicable to SEZ in the same manner as they are
to all territories within Pakistan’ 81.The only legal exception to core labour standards, then, is in EPZs.
Outside EPZs, trade unions are legal but subject to suppression. In its most recent survey, the International
Trade Union Confederation (ITUC) reported the case of Denim Clothing Company, a factory which manages
clothes for EU-based companies including H&M and Primark. The company stood accused of firing 88
workers for demanding that their rights to social security, regular pay and medical facilities be respected 82.
This is part of a wider problem, evidenced in the three cases that were before the ILO’s Freedom of
Association Committee as of February 2017, by the preponderance of ‘pocket unions’ used to thwart the
formation of genuine unions, and ultimately by the low trade union density in Pakistan estimated at just
2.8 % of the workforce (interview 12) 83. But pointedly in its report on the GSP+ and labour rights
compliance, the Pakistan Workers Confederation drew attention back to the apparel sector, concluding
that ‘the formation and freedom of representative workers’ unions in the textile and garment sectors will
be the litmus test for the success of the GSP Plus scheme’ 84.
In contrast to Sri Lanka and most other apparel exporters, garment factory workers in Pakistan are
predominantly male – approximately 66 % 85. Despite women facing barriers to labour force participation
such as patriarchal norms limiting public mobility, this balance in the apparel sector is slowly shifting.
However, based on research in factories in Karachi based both inside and outside EPZs, one academic study
concluded that ‘women workers’ entitlement to labor [sic] rights does not even get lip-service, since they
are treated first and foremost as women with ascribed gender roles linked to familial or communal relations
rather than as workers’ 86. Such treatment is evident in wage ratios. Research conducted for the ILO based
on 2012-13 Labour Force Survey data found that the wage gap between men and women in the garment,
footwear and textiles sectors in Pakistan was over 64 %. Even when adjusted for experience and
occupational status, the gap still stood at 48 %. This was the highest level of inequality in this sector across
the whole of Asia87. This is backed up by the CEDAW Committee, which in 2013 noted its concern about
‘the job segregation and concentration of women in low-paid and low-skilled jobs, and the widening pay
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gap and lack of legal provisions guaranteeing the principle of equal pay for work of equal value’ 88. Research
by the Wage Indicator Foundation concluded that the average apparel sector wage in 2013-14, based on
official Labour Force Survey data, was actually 2 % below the statutory minimum wage. Needless to say,
this was below the living wage too – three times below the lower-bound level needed to support a typical
family 89. A gendered lens provides a starker picture still. Taking only women into consideration, the ILO
found that over 93 % of the women employed earned below minimum wage of 14 000 Pakistani Rupees
(EUR 125) per month 90.
In terms of workplace safety, one of Pakistan’s worst industrial incidents occurred in 2012 when a fire at
the Ali Enterprises factory in Karachi (not in an EPZ) killed 254 apparel workers and injured 55 more. Fire
escapes and other safety features that could have prevented this tragedy were not in place91. According to
one scholar, the owners did not even know who was working in the factory since people were hired on a
casual basis with little company oversight 92. That same year a fire in a shoe factory in Lahore killed 25
workers93. These incidents prompted some reforms to the labour inspection regime, but according to the
Pakistan Workers Confederation, in Sindh province where Ali Enterprises was based, ‘labour inspection has
remained practically discontinued’ 94. For its part the CEACR expressed concern that the reformed
occupational health and safety policy of Sindh province launched in January 2015 outsourced
responsibility to third-party auditing firms with no means of monitoring them 95. Just weeks before the fire,
the RINA Group, an Italian auditing company subcontracted to Social Accountability International, had
issued Ali Enterprises an SA8000 certificate and declared the factory compliant with the relevant health
and safety standards. Industry representatives cited in the media have also acknowledged the difference
between levels of monitoring and compliance in larger first-tier suppliers compared to smaller suppliers,
the latter group based entirely outside EPZs. A spokesperson for the Pakistan Readymade Garments
Manufacturers and Exporters Association confirmed the lack of enforcement of labour standards, minimum
wage and social security laws by the majority of the smaller apparel producers96.
The Ali Enterprises fire also highlights issues with the right to redress. There has been an ongoing struggle
involving some international organisations like Clean Clothes Campaign and IndustriALL to get the
German retailer KiK, the major buyer from Ali Enterprises, to acknowledge responsibility and pay
compensation. Compensation of USD 5.15 million was paid voluntarily by KiK in September 2016 thanks
to the eventual involvement of the German government and the ILO (interview Clean Clothes Campaign).
The owners of Ali Enterprises itself have thus far evaded criminal proceedings. As noted by the Pakistan
National Trade Union Federation, other problems for workers seeking remedy are the absence of a contract
with their employer, the lack of financial means to claim their rights in court, and corruption within state
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institutions 97. Such issues have been reported more broadly in the apparel sector. For instance, the Pakistan
Institute of Labour and Education Research has provided testimonies from women workers who have been
paid on an illegal piece-rate basis and had part of their wages held back by managers, with no means to
challenge the theft 98.
A final point to note is that Pakistan has both apparel and textiles sectors which benefit from GSP+. Not
only are textiles exported in their own right, they also provide raw material for the apparel factories. This
means that a large portion of the supply chain can be located in Pakistan, including the farming of cotton
and its spinning into yarn. When considering labour standards in Pakistan’s apparel sector, then, there is
an onus to look beyond the first-tier suppliers (interview IndustriALL). For example, child labour and forced
(bonded) labour are not widely reported in the apparel sector, though both are allegedly used in the textile
sector 99. Labour rights must also be set against a backdrop of informality, which is important in
understanding their gendered nature. Within the textile and apparel sectors, the employment of women
is concentrated in stitching, and much of this is subcontracted and carried out within the home 100. It is
estimated that less than 30 % of women working in these sectors earn a wage given that most are based
in unregistered micro-enterprises as industrial outworkers, own-account workers or contributing family
workers101. This raises issues related to low and late piece-rate payments, an absence of standard employee
entitlements, and the use of familial child labour. One response to these issues by the organisation
HomeNet Pakistan has been to push the national government to ratify ILO Convention 177 on home-based
workers to give these women the status of ‘worker’ and extend to them social security benefits and
protection from malpractice by their contractors 102.

4.3

Philippine processed fish sector

While EPZs are not widespread in the Philippines’ canned tuna sector, the policies and practices
characteristic of these zones can be identified, starting with restrictions on freedom of association (the
legal situation for EPZs in other sectors is discussed below). One of the most notable cases has concerned
the Citra Mina Group of Companies, one of the largest tuna fishers and canners in the country, which in
2013 fired 234 workers for forming a trade union and has opposed the registration of that union in the
courts 103. The legal status of the union has been challenged by the company on the basis that it brought
together workers from different branches of the company’s operations – including the tuna canning
factory, fishing fleet and subcontracted boats – despite those operations being distinct corporate entities.
This is contested by the workers and those speaking on their behalf, which consider the union’s recognition
as a landmark case (interview IUF).
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Part of the importance of the Citra Mina case relates to the wider violations of FACB rights in the country.
In 2013 the ILO’s Committee of Freedom of Association issued an ‘urgent appeal’ for the government of
the Philippines to respond to a case concerning an alleged unofficial policy of ‘no unions, no strike’ by the
Export Processing Zone Authority 104. That same year the Committee also received a new complaint
regarding alleged government interference in trade union elections 105. In 2014 the Philippines was
admitted to the GSP+ nonetheless, a result of the particular reading that the European Commission takes
to the findings of the ILO supervisory mechanisms (interview Solidarity Centre) (see Section 5.6 for more).
For its part, the Commission subsequently acknowledged in the GSP+ report on the Philippines’
compliance with ILO Conventions 87 and 98 during 2014-2015 that FACB rights required ‘specific EU
attention’ 106. In 2016 the ILO’s CEACR noted ‘with deep concern’ the observations concerning, among other
alleged violations of trade union rights, the harassment of unionists in EPZs and a breach of the
Memorandum of Agreement between the Department of Labor and Employment and Philippine Economic
Zone Authority (PEZA) regarding the right to organise 107.
Another reason for the importance of the Citra Mina case is that it forms part of the broader struggle by
workers to realise their labour rights in the canned tuna sector. One prominent complaint has been the
casualisation of workers by companies which either continually re-hire on six month contracts using
fraudulent names or recruit indirectly using manpower cooperatives or illegal labour-only contractors108.
Both these practices deny workers the rights and benefits accorded to permanent employees, including
the right to unionise, and have happened despite some efforts by the Philippine state to promote
regularisation 109. According to the International Union of Food, Agricultural, Hotel, Restaurant, Catering,
Tobacco and Allied Workers' Associations (IUF) only 500 of the 3 200 Citra Mina employees have regular
employment contracts 110. Another problem has been the use of excessively long shifts to help the factories
run 24-hours, with bonuses for working overtime, night shifts and during holidays also being routinely
denied 111. A 2016 study by Verité found that basic wages of PhP 224 per day (around USD 5.28) were below
the daily minimum wage 112. It also recorded instances of women being forced to resign when pregnant
and rehired once the baby had been delivered 113.
While extensive legislation exists to prohibit child labour in the Philippines, a 2012 ILO report found that
the effectiveness of its implementation is questionable and ‘the issue of children working as labourers and
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unskilled workers, all remain serious concerns’ 114. In parallel, ITUC claims that domestic legislation on child
labour does not conform with ILO Conventions 138 and 182, both of which are GSP+ conventions 115. Both
organisations note that the government is making efforts in the areas of child labour and forced
employment, but there is evidence that child labour, forced labour and debt peonage (working to pay off
money borrowed) exist in several industries, including fisheries 116. Finally, the Philippines recently
abandoned the principle of government labour inspection in workplaces with more than 200 workers,
putting into question the government’s capacity to monitor labour standards in the six large-scale tuna
processing factories in General Santos 117.

4.4

Sri Lankan apparel sector

Out of the four case studies discussed, it is in the Sri Lankan apparel where EPZs are most significant. While
there has never been a de jure legal carve-out for labour rights in EPZs, the existence of anti-union
discrimination in practice has been a longstanding issue. In the early 1990s, and under the terms of its GSP
scheme, the US government had put pressure on its Sri Lankan counterpart to pass legislation banning
anti-union discrimination after employees engaging in strike action and union formation in EPZs were
dismissed en masse. In 1995 Sri Lanka ratified the ILO convention on freedom of association and made
progress toward implementing it with an amendment to the Industrial Disputes Act in 1999. This
compelled mandatory recognition of a union that had a membership of 40 % of the workforce and defined
several other types of anti-union discrimination as ‘unfair labour practices’ 118. However, attempts to realise
these rights to associate and bargain collectively continue to be frustrated. Within the EPZs there is only
one company, covering five factories, that has a collective agreement with a union (interview 7). The
continuing frustration of industrial relations in EPZs can be seen in the dismissal and subsequent
blacklisting of 12 workers who were leading a union drive in a factory belonging to the company Smart
Shirts Ltd in the Katunayake EPZ, the largest zone in the country 119. Similar practices were also reported at
ATG Ceylon (Pvt) and ATG Occupation Ltd., including the dismissal of a woman who complained of sexual
harassment 120. In 2016 an agreement was reached by IndustriALL Global Union and its Sri Lankan affiliate
the Free Trade Zones and General Services Employees Union to rehire or pension off some of the 281
workers fired from the Sri Lankan subsidiary of the Australian company Ansell in 2013, another EPZ factory.
The workers had been dismissed for striking in support of discharged colleagues and union
representatives 121.
The 2016 ILO CEACR report noted that the Sri Lanka government had not adequately responded to the
serious allegations of intimidation, arrest, detention and suspension of trade union activists and workers
following a strike in an EPZ, as well as police violence during a workers’ demonstration in an EPZ, including
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recourse to gun firing that led to the death of a worker and hundreds injured 122. It also noted the
divergence of statements between the government and workers’ organisations as to whether employee
councils were being used in EPZs to undermine the position of trade unions and frustrate the right to
collective bargaining. In 2016 a large workers’ protest was held outside the gates of the Katunayake zone.
Grievances included the continued suppression of union activities, the refusal to pay agreed wage
increases, and the legislative proposals by some employers to once again legally prohibit unions in EPZs123.
The prosecution of employers who engage in union-busting activities is negligible (interview 5). Tactics to
undermine trade union formation, such as warnings by management that unionisation would imperil the
‘family’ culture of the factory and lead to job losses as buyers would relocate to other continents with
cheaper labour, have also been identified in apparel factories outside EPZs 124.
The Board of Investment, which manages the EPZs in Sri Lanka, established labour guidelines in 2004 which
required each enterprise to set up an in-house representative workers’ council. However, these are
considered by many to be a way of undermining organised labour, since they were controlled by
management and did not offer a meaningful form of worker participation 125. Indeed, ethnographic
research in one factory found that the written constitution of one workers’ council expressly stated that
one of its purposes was to ‘prevent trade union formation’ 126. Other attempts to engender social dialogue
have also been subject to criticism. Trade union members of the tripartite National Labour Advisory Council
have called for the Katunayake Free Trade Zone Manufacturing Association to be removed from the
Council, claiming that it has violated the principles contained in the policy statement of the Board of
Investment mentioned in its Manual on Labour Standards and Industrial Relations 127.
In respect to workplace discrimination, gender inequality is of particular concern, with little distinction
drawn between EPZs and non-EPZs. Though perhaps not as striking as in Pakistan, a report by the ILO
Bureau for Workers’ Activities stated that discrimination existed in the preference for unmarried and
childless (women) workers and in the reluctance to provide rest days and reduced workloads for women
who were pregnant 128. Although the profile of the workforce is diversifying from its initial reliance on
neophyte women workers, occupational stratification between men and women is still evident in the
apparel sector. This was recognised by the CEDAW Committee which reported its concern about the
persistence of discrimination against women in the labour market, in particular the concentration of
women in low-paid jobs 129. Women-led NGOs have also highlighted specific problems facing women such
as sexual harassment within and around the workplace 130. Child labour is not systematically used in apparel
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factories and neither is forced labour, though pressure to do overtime work has led some to suggest it
‘presses against the spirit’ of the prevention of forced labour 131.
The Department of Labour is the principal government authority charged with enforcing labour laws inside
and outside the EPZs. Sri Lanka has over 400 labour inspectors responsible for general inspection related
to working conditions and 25 inspectors responsible for inspections under the factories legislation 132.
According to the ILO Bureau for Workers’ Activities the number of labour inspections in EPZs remains very
low, which others have attributed to the restrictions placed on entry to EPZs as ‘high-security areas’ thus
precluding easy and unannounced access (a practice which also hinders union activities) 133. That said, at
least as far as factory safety is concerned, improvements have been noted in the Sri Lanka apparel sector;
certainly it compares favourably to Bangladesh and Pakistan in this respect 134. The concern from an
occupational health and safety point of view is rather in the cumulative effects of excessive working – long
hours of repetitive manual work, with insufficient food eaten and few breaks taken – which have been
dubbed a ‘silent and diffuse Rana Plaza epidemic’ 135. For example, a 2007 study found that one third of
women factory workers in Katunayake EPZ were suffering from some form of chronic malnourishment 136.
More recently the Women’s Centre – a NGO founded in 1982 and led by women that has campaign for the
rights of EPZ workers and provided them with legal support – has sought to engage employers to prevent
ailments linked to prolonged standing (interview Women’s Centre).
Long working hours in the Sri Lankan apparel sector have been documented in many studies. A survey of
one cluster of factories found that 41 % of women and 37 % of men reported ‘normal’ work days of more
than nine hours; an ethnographic study of one particular factory found a regular working week to consist
of 69-77 hours; and a third study based on worker interviews reported average monthly overtime of 90100 hours 137. All of these were in excess of the maximum outlined by law.
Long hours have been attributed to the workplace culture, including target-driven production schedules
and paternalistic management techniques, and to low basic wages. Comparing wages across Bangladesh,
Cambodia, China, India, Indonesia, Malaysia, and Sri Lanka in 2013, the Asia Floor Wage Alliance found that
Sri Lanka had the lowest minimum wage, equivalent to just EUR 50.31 per month. This was also the furthest
away from a living wage, calculated at 19 % of what a worker earning for one adult and two children would
need to maintain a decent existence 138. A National Peoples’ Tribunal organised by the Asia Floor Wage
Alliance in 2011 noted that with large amounts of overtime, wages were raised on average to EUR 130 per
month; more than what most outside the apparel sector earned but still far from being a living wage 139.
Moreover, this average wage elides important differences between categories of workers. Day-rate workers
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recruited from ‘manpower agencies’ which have been established close to apparel factories perform the
same tasks as permanent or contract workers but are not entitled to social security benefits and have
agency fees deducted from their daily wage. One prominent trade union in the country believes such
agencies to be so pernicious it has called for them to be prohibited (interview 5).

4.5

A summary of labour rights in the case study sectors

Overall, the following key findings can be identified from the preceding analysis. There are significant
labour problems in EPZs. Freedom of association and collective bargaining (FACB) are prohibited by law in
EPZs in Pakistan. Even when union activities are legally permitted, they can be seriously undermined in
practice. In the Philippines there is an alleged unofficial policy of ‘no unions, no strike’ by the Export
Processing Zone Authority. In Sri Lanka, although workers in EPZs are now legally allowed to join trade
unions, attempts to associate and bargain collectively continue to be frustrated in practice. Other labourrelated concerns in EPZs identified in our case studies are inadequate state labour inspection, limited right
to redress, excessive working hours, poverty wages, the gender pay gap and other forms of sex
discrimination.
But these problems are not confined to EPZs. In Mongolia where EPZs are inactive, there are serious threats
to FACB rights as well as inadequate labour inspection, and limited right to redress through the courts.
There is also some evidence of forced labour in the apparel sector. In Pakistan trade unions outside EPZs
are legal but subject to suppression. In the Philippines’ canned tuna sector, despite the lack of officiallydesignated EPZs, labour problems include repression of trade unions, casualisation of workers, excessive
working hours and poverty wages.
Moreover, core labour standards are often of greater concern in production sites further down the supply
chain. These sites are based outside EPZs and often in the informal sector, including in the family home.
Child labour and lower wages are more likely to be reported here than in EPZ factories, though in contexts
where women retain responsibility for family life and may not be able to travel freely to formal workplaces,
informal work can provide certain advantages. Hazardous work is also more likely to occur outside EPZs in
places where there is little oversight by state or private-sector authorities. In short, while there are
violations of labour rights in both law and practice in EPZs, serious and more pervasive labour rights
problems occur outside EPZs. Reforms intended to promote labour rights in key export sectors must
consider other sites of the supply chain where exploited workers are based and not focus solely on factory
workers in first-tier suppliers. Recommendations 5 and 6 elaborate on the ways that the temporary, subcontracted and informal workers involved in EU supply chains could be better protected.

5

Mechanisms linking the GSP+ to labour rights

In line with the methodology outlined in Section 1.3 this section details the different ways in which GSP+
processes have been used to try and improve labour rights. These processes include the mandatory aspects
of the GSP+ instrument contained in legislation, as well as contingent practices which have accompanied
it such as international cooperation projects to support implementation and awareness raising activities
within civil society. The threat of preference withdrawal is also discussed, with particular attention paid to
the effects in Sri Lanka which in 2010 had its GSP+ preferences withdrawn. These processes often overlap
and so the distinctions are meant for analytical purposes only. Aside from some references to EPZs in Sri
Lanka during the re-admittance process, there has been little attention paid to EPZs specifically and hence
a broader approach to the trade-labour linkage is taken in this section.

5.1

Legal reform ahead of entry

When locating the positive impacts of GSP+ on labour rights, academic literature has typically focused on
the requirement that beneficiaries ratify and effectively implement ILO fundamental conventions before
they are granted trade preferences. For example, scholars have argued that the incentive of re-entry into
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the GSP+ in 2009 was influential in getting the El Salvador government to amend its constitution so that it
would not be inconsistent with ILO Convention 87 on freedom of association; an inconsistency that the
country’s Supreme Court had cited as a reason why the Convention could not be transposed into domestic
law 140.
In respect to our case studies, all four countries had already ratified the relevant ILO Conventions by 2006
at the latest, so this change would not be observable. In any case, such ratifications frequently suffer from
considerable and persistent implementation gaps as academic studies of labour rights within the pre-2014
GSP+ have already demonstrated 141. To this end, there is some evidence that ahead of entry into the
reformed GSP+ scheme efforts were undertaken by governments to demonstrate that the conventions
were not just ratified but effectively implemented too.
In Pakistan, a large number of laws and initiatives were rolled out by federal and provincial governments
between 2010 and 2013, when the decision on GSP+ acceptance was made. This happened against the
backdrop of the Eighteenth Amendment to the Constitution of Pakistan in 2010, which returned political
power from the President to the Parliament and decentralised the state by devolving power to provincial
governments. Most of the pre-GSP+ reforms related to human rights, but those relevant to the core labour
standards included reforms to the Pakistan Penal Code around the protection of children and a national
policy on home-based workers which addresses to some extent the unequal labour rights and payments
experienced by women. Growing awareness of the EU’s GSP+ obligations, particularly among
governmental authorities, was felt by some interviewees to have been an influence during this period
(interview project advisor FES-Pakistan, MEP2) 142. No doubt related to this, DG TRADE stated that the
granting of GSP+ status galvanised tripartite meetings between government, workers’ representatives and
other civil society organisations on labour issues (interview DG TRADE). Yet the process of alignment with
core labour standards is far from complete. According to the Pakistan Institute of Labour Education and
Research, fundamental conventions pertaining to discrimination have still not been fully translated into
domestic law 143. The challenges posed by devolution in Pakistan post-GSP+ are discussed in Section 5.5.
In Sri Lanka meanwhile, the government brought forward a 300-page National Human Rights Action Plan
as part of the country’s application for re-admittance to the GSP+, which was also focused largely on
human rights 144. Progress on labour rights, by contrast, has been limited at best. As noted by the European
Commission in its Staff Working Document assessing Sri Lanka’s GSP+ application, the CEACR identified
issues related to at least four of the labour rights conventions, including harassment of trade union leaders,
anti-union discrimination, inadequate laws on gender discrimination and inadequate protection of
children from hazardous work. Yet because the country had not been identified as a problematic case by
the Conference Committee in the Application of Standards (CAS) the Commission deemed that there was
‘no serious failure to effectively implement the ILO conventions’ (see Section 5.6 for more on this
process) 145. The Commission also pointed to the opening of two more meeting-points known as
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‘facilitation centres’ in EPZs, designed to enable private meetings between workers and their
representatives to take place, and a strengthening of the labour inspectorate to demonstrate that the
government was taking compliance with the fundamental conventions seriously 146. Yet trade unions have
stated to the ILO that these centres are set up in a way that makes them difficult to use, leading the CEACR
to request in its 2016 report that more information be provided by the Sri Lankan government on ‘the
difficulties encountered in the application of the Convention [on the right to organise and collective
bargaining] to EPZs’ 147.
After its decision in January 2017 to support Sri Lanka’s re-admittance to the GSP+ the European
Commission stated that more had to be done to reduce the harassment of trade unions and improve
labour rights. It did this in press releases and via the EU-Sri Lanka Joint Commission set up under the 1995
EU-Sri Lanka Cooperation Agreement 148. Media statements were also made by the Commission and the
German embassy in Sri Lanka about labour practices at two factories in the Katunayake EPZ, after they had
been alerted by IndustriALL 149. One interviewee closely involved in the application process suggested that
a resolution by the European Parliament outlining issues for Sri Lanka to focus upon subsequent to its readmittance to the GSP+ would prevent it from simply doing the bare minimum (interview MEP2). This
resolution was not forthcoming, though a letter was later sent to the Prime Minster of Sri Lanka by seven
MEPs, headed by the standing rapporteur for the GSP, stating that if the country was granted GSP+ the
MEPs would ‘call upon the European Commission to strictly monitor the implementation of these
obligations’ and ‘expect that Sri Lanka fully delivers’ 150. An alternative resolution was instead put before
the European Parliament that in fact objected to Sri Lanka’s re-admittance. This came from a different group
of MEPs, based in the European United Left/Nordic Green Left group, and was made by them in part
because of ‘a number of shortcomings in relation to ILO Conventions 87 and 98’ in the country 151. However,
on 27 April 2017 the motion was defeated in a Parliamentary vote by 436 to 119 and so paved the way for
Sri Lanka’s re-admittance. Shortly before this was made official on 19 May 2017, the INTA Committee held
an exchange of views between the Ambassador of Sri Lanka to the EU and the International Crisis Group,
which has been critical of the slow pace of the country’s post-conflict reforms.
These late interventions notwithstanding, interviewees suggested that more could have been done during
the preceding months to use Sri Lanka’s GSP+ application to encourage the government to make concrete
improvements to FACB rights (interview MEP1, Women’s Centre, interview 7). Indeed, one drew a
comparison with the 2002 application of Sri Lanka to the GSP Special Incentive Arrangements for the
Protection of Labour Rights, whereby an independent evaluation by the European Commission led to the
amendment of industrial relations guidelines by the Board of Investment to refer to trade unions rather
than employee’s councils (interview 7).
For detail on pre-entry reform processes in the Philippines see Section 5.3. No information could be found
in respect to Mongolia.
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5.2

Reporting and monitoring

Once a country becomes a beneficiary of the GSP+ it is subject to a system of reporting and monitoring
comprising both international organisations and the European Commission. As part of the obligation to
ratify and implement 27 key international conventions, GSP+ beneficiaries must accept the reporting and
monitoring requirements that go with those. So, in the case of labour rights, this means submitting timely
and accurate information to the ILO and acting on the recommendations of its supervisory bodies, namely
the CEACR and CAS, which oversee the regular system.
For its part the European Commission prepares an annual scorecard for each GSP+ beneficiary. This is a
large document detailing ‘salient shortcomings’ against the 27 conventions, typically comprising between
20 and 50 items, and is kept confidential in order to build trust between the parties that subsequently
discuss it (see Section 5.3 on inter-state dialogue). However, the scorecard questions and replies are shared
with Member States and the European Parliament to gather input (interview DG TRADE). The scorecard is
based mainly on the findings of the international organisations monitoring the conventions, though to
bring them up-to-date the Commission states that it ‘also takes into account reliable information from
other sources, such as civil society, social partners, the European Parliament or the EU Member States’ 152.
In 2016 DG EMPL contracted a consultancy to conduct pilot surveys on the application of core labour
standards in countries including Pakistan, a process that will be repeated for all GSP+ beneficiaries in the
future (interview DG EMPL). The GSP Regulation also puts the burden of proof on the GSP+ beneficiary
country, meaning that they have to make the effort to show how they are complying with the key
conventions 153.
Supplementing the scorecard process is a two-year public report written by the Commission on the
functioning of the three GSP schemes, with a focus on the GSP+ and its reporting and implementation
requirements with regards to the 27 conventions. Accompanying this is an annex co-written with the
European External Action Service that essentially condenses the individual country scorecards into one
document, though additional information can be added, including from civil society actors based in the
EU and/or the GSP+ beneficiary country. The first such report was presented in January 2016. The section
on labour rights in Mongolia refers to the work of the National Human Rights Commission and
acknowledges a piece of information provided by the International Trade Union Confederation. The same
section on Pakistan refers to the work of the Pakistan Workers Federation and takes data from the Global
Slavery Index. And the section on the Philippines references a study by the Ecumenical Institute for Labor
Education Research and the county’s ranking in the Global Rights Index of the International Trade Union
Confederation 154. In sum, just six civil society contributions were acknowledged, with only three coming
from organisations based in the GSP+ beneficiary countries, though it is possible that other sources were
drawn on without being referenced in the report (see Section 5.4 on civil society discourse).
The Commission’s conclusion on whether each GSP+ beneficiary country respected its binding
undertakings during the period 2014-2015 was as follows:
‘All beneficiaries have shown strong commitment to the GSP+ process, both in terms of political will and in
introducing institutional and legislative reforms. In particular, beneficiaries have demonstrated a genuine
level of engagement with the Commission by responding in time to the annual scorecard documents, by
allowing specific GSP+ monitoring visits, and by setting up specific GSP+ governance structures. Moreover,
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all beneficiaries have taken steps – albeit sometimes incremental – towards improving implementation of
their commitments under the GSP+ conventions on the ground, including by submitting several overdue
country reports.’ 155

Specifically on labour rights, the following conclusions were reached for Mongolia, Pakistan and the
Philippines, respectively:
•

‘[Mongolia] has persistent problems with meeting its reporting obligations, including on the fundamental
conventions… However, the revisions to the criminal code adopted in December 2015 and the proposed
revisions to the labour law affirm Mongolia's commitment to aligning its labour governance to international
standards and norms.’ 156

•

[For Pakistan] ‘Despite the many challenges it must be concluded that in the last 2 years considerable and
increasing efforts have been demonstrated by the federal government and the provincial governments to
improve labour laws and their implementation across the country.’ 157

•

[For Philippines] ‘The ILO has appreciated important progress achieved by the current administration to
improve awareness and implementation of labour and employment policies, and to ensure compliance with
the eight core ILO conventions, in particular at the level of national authorities.’ 158

EPZs were mentioned only four times in the 335-page report, reiterating their relatively low-profile in
debates about the GSP+ more generally. One of these was in relation to Pakistan, where it was noted that
the country has legislation excluding employees from forming unions in EPZs and other ‘essential’ areas of
the economy including parts of the public sector, agriculture, health, education, banking and security 159.
Another mention was in relation to the Philippines for its alleged anti-union acts, discrimination and
interference particularly in EPZs 160. Two other mentions were for El Salvador and Guatemala.
As suggested by the findings detailed in Section 4, there are reasons to question the labour rights
conclusions. Moreover, some interviewees felt that the report was even contradictory as the conclusions
were deemed inconsistent with the information in the report itself (interview Solidarity Centre). In the case
of Pakistan for example the European Commission recognised that the country still retains ‘legislation
excluding employees in certain public sectors and “essential” service sectors from forming unions,
including agriculture, health, education, banking, security and employees in special economic and trade
zones’ 161. This highlights the difficulty of neatly defining whether a country is, or is not, in compliance with
a given international convention.
Leaving aside the conclusions reached, there is some evidence that the processes of reporting and
monitoring are significant in improving compliance. In its ‘shadow report’ on the GSP+ the Pakistan
Workers Confederation considered the requirement for the government to report to the ILO as a way of
sensitising it to the importance of labour rights, giving the example of Pakistan’s submission of pending
country reports to the CEACR 162. The Confederation, along with Democracy Reporting International, also
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stated that the GSP+ had influenced the creation of Treaty Implementation Cells, which provide an
institutional framework for coordinating and monitoring the transposition of conventions into federal and
provincial law 163. Officials from DG TRADE also reported that provincial level governments had become
more vocal on labour rights and that coordination with the federal government had improved (interview
DG TRADE). In June 2016, the Prime Minister of Pakistan announced a restructuring of the Cells explicitly
to improve compliance with the GSP+ obligations 164. Plans on how to achieve this were subsequently
discussed in meetings headed by the Attorney General, and involving senior officials from relevant national
and sub-national departments plus representatives from the Pakistan Workers Federation and the ILO165.
Finally, Democracy Reporting International suggested that by incorporating non-state actors into the EU
monitoring process in Pakistan, the GSP+ had led to the ‘enhancement of the constructive role of local
actors in assisting local, regional and central authorities to meet their commitments’ 166.
Yet these developments still face shortcomings. The 2015 International Labour Conference session noted
a ‘case of serious failure’ in Pakistan to respect their reporting and other standards-related obligations, such
that further improvements are still needed 167. Moreover, as noted by the Pakistan Workers Confederation,
observations by the CEACR to bring labour law into line with conventions by reforming the Industrial
Relations Act were recognised by the government but not implemented 168. Democracy Reporting
International found further gaps in the implementation of labour rights conventions, including lack of
expertise within relevant institutions to devise appropriate policies and a limited willingness within law
enforcement authorities, labour inspectorates and the courts to enforce them 169. And finally, rather than a
benign relationship between state and civil society, there have been reports of repressive legislative and
state pressure being applied in Pakistan to journalists and to NGOs like the Pakistan Institute of Labour
Education and Research and Women in Struggle for Empowerment, such that they are ‘forced into selfcensorship’ 170.

5.3

Inter-state dialogue

Inter-state dialogue refers to discussions between official representatives of the EU and the GSP+
beneficiary country. Under the GSP+ this happens in three main ways: (1) visits from EU representatives to
the country, including those undertaken to prepare and discuss the scorecards and public reports known
as Assessment Missions; (2) visits from country representatives to the EU; and (3) engagement with the EU
Delegations, which act as contact points for all stakeholders interested in the GSP+ in their respective
countries. In some cases there are also permanent institutions that can facilitate inter-state dialogue on
GSP+, such as the EU-Pakistan Joint Commission which has sub-groups on Trade and on Human Rights,
and which has held annual meetings since 2012. An interviewee involved in this inter-state dialogue
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believed that the GSP+ had increased the level of engagement and influence that EU officials had with the
governments of beneficiary countries (interview MEP2).
Such dialogue is intended to continually draw the attention of authorities in beneficiary countries to the
areas of concern identified in the scorecard which are then expected to demonstrate their serious efforts
towards tackling them 171. For instance, in November 2016 a four-person Assessment Mission
compromising officials from DG TRADE, DG EMPL and the European External Action Service (EEAS), visited
Pakistan to assess the implementation of the key conventions covered by the GSP+ 172. This followed on
from a meeting in March 2015 between the Ambassador of the EU Delegation to Pakistan and his
counterpart to discuss GSP+ convention requirements 173, and a visit by the European Parliament
Delegation for Relations with South Asia in February 2015 to discuss development issues more broadly174.
The role of Parliamentarians is considered important because whereas the Commission deals with
governments based on the texts of monitoring bodies and Delegations may be constrained by their
diplomatic role, MEPs are able to engage in more open and robust dialogue and request timeframes for
action (interview MEP1, MEP2). For their part, however, officials in DG TRADE considered the discussions to
be frank and open, with requests for additional information duly provided (interview DG TRADE).
Going by the joint statements and media coverage subsequently released, one can see that labour rights
are frequently mentioned in these meetings. In Pakistan for instance, the Assessment Mission in November
2016 was reported to have applauded the country for introducing new laws on child labour and bonded
labour and was now encouraging the government to implement them 175. Moreover, the introduction of
the GSP+ and its economic incentives has helped draw attention to labour rights in countries like Pakistan,
where previously other issues like security concerns had dominated discussion (interview MEP1, project
advisor FES-Pakistan). In the space which is dedicated to human rights and labour rights in these dialogues,
child labour and bonded labour in particular have been pushed up the agenda, gaining greater acceptance
among governmental actors as problems to be addressed. The Ministry of Overseas Pakistanis and Human
Resource Development, which takes federal responsibility for aligning national labour laws with
international obligations on labour standards, has since developed a national framework to address these
two issues via improved legislation and enforcement (interview DG TRADE). The legal carve-out of labour
rights protections in EPZs was also raised in dialogue by the 2016 Mission, gaining particular attention from
the Attorney General who called upon ministries covering trade and labour, including the Ministry of Trade
and the Ministry of Overseas Pakistanis, to look into the matter (interview DG EMPL). At a subsequent
national consultation event organised by the ILO and supported by the EU, the issue was raised again 176.
Given the broad scope of the conventions covered by the GSP+, dialogue is structured according to the
salient shortcomings identified by the monitoring bodies and by the likely timeframes in which progress
can be made (interview DG TRADE). This can be seen in the Philippines. Compliance with future GSP+
requirements was one of the reasons given by the Philippine Department of Labor and Employment
(DOLE) as it successfully negotiated with the tuna fishing industry to allow DOLE to assess their compliance
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with various domestic labour laws, especially around the use of casual contracted labour 177. Building on
this, shortly after accession to the GSP+ the Secretary of DOLE stated again that ‘we need to elevate our
compliance with labour standards and occupational safety and health standards’ 178. She cited in particular
the concern highlighted in the country’s GSP+ scorecard around the ‘lingering allegation of Citra Mina’s
systematic violation of the rights of its workers who only sought to organise themselves to ask for better
working conditions’ 179. The importance of GSP+ compliance was also highlighted at a Labour Day protest
in General Santos in a speech by the Undersecretary of DOLE 180.
Alongside campaigns led by workers and their political allies inside and outside the Philippines – including
the local Tuna Workers’ Solidarity initiative in General Santos, Congressional hearings about the Citra Mina
case, and advocacy by the IUF and European Federation of Food, Agriculture and Tourism Trade Unions
(EFFAT) at the Brussels Seafood Expo 181 – a GSP+ Assessment Mission also did its part to encourage the
government to undertake legal and political reform. Following meetings between the IUF and various DGs
in Brussels, when the Mission visited the Philippines in September 2015 it provided the government with
recommendations specifically on the fishing industry (interview IUF). In addition, DOLE also facilitated a
roundtable between EU representatives, trade unions, civil society organisations and the fishing industry
in General Santos. This led to further discussions on the fate of the Citra Mina Union members, the use of
casual workers, and proposed domestic legislation which seeks to secure better employment rights for
seafarers 182. As part of this trip the GSP+ team also visited two tuna companies including Citra Mina
accompanied by senior labour and trade officials, again reinforcing the idea that scrutiny would be placed
on labour rights in this sector; a point made explicit in a January 2016 monitoring report press release 183.
An important way in which GSP+ dialogue takes effect, then, is by facilitating interaction between different
domestic groups and providing some of them with leverage to push for reform (interview DG TRADE).
Out of this process came new regulations adopted in June 2016 governing the working and living
conditions of workers onboard fishing vessels, i.e. DOLE Department Order number 156-16. The December
2016 national-level restrictions on labour-only contractors, otherwise known as manpower agencies, can
also be seen as beneficial for labour rights in the fishing industry (see Section 4.3). Despite some legal
successes, though, the Citra Mina trade union is not yet recognised, reforms targeting labour rights in tuna
canneries specifically remained unfulfilled, and industry lobbying has led to the regulations on Philippinesregistered commercial fishing vessels being suspended under the new government of President Duterte,
elected in June 2016 184. Nevertheless, by articulating with domestic labour struggles, there at least appears
to be traction to the EU’s efforts in this area. This can be compared to the issue of labour standards in EPZs,
which was raised by the 2016 mission. However, domestic trade unions did not push the issue of EPZs as
they were of the opinion that changes in other areas of labour rights legislation were more important
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(interview DG EMPL). Unsurprisingly, there was no publicly available evidence, at least as yet, to suggest
that the Philippine government had acted on the dialogue.

5.4

Civil society discourse

Civil society discourse refers to the way in which the obligations of the GSP+ have served as a reference
point in discussions between different non-state actors, helping to legitimise the pursuit of core labour
standards as a shared social goal by ‘mainstreaming’ rights. Civil society is used in a broad sense here to
include actors such as business associations and the media, as well as NGOs and trade unions.
As noted above, this process has occurred through the EU Assessment Missions, which arrange meetings
with civil society organisations prior to, and during, their visits in order gather evidence for the scorecard
and to raise awareness about the conventions covered by the GSP+. These engage organisations including
those registered in the DG TRADE Civil Society Dialogue process and those recommended by the EEAS and
Delegations (interview DG TRADE). It can also be observed in the multi-stakeholder events led by EU-based
NGOs working in the GSP+ countries – a transnational alliance which some consider important in and of
itself – as well as by domestic state agencies and government departments. They are considered important
insofar as they raise awareness of rights obligations, engage people with the practical question of how to
meet those obligations, allow different viewpoints to be provided, and lead to subsequent meetings
between state officials and civil society organisations to follow up on the topics covered
(interview Democracy Reporting International).
One example of what this can lead to is the commitment by civil society organisations in Pakistan to
monitor GSP+ compliance – via data gathering, liaison with state officials and shadow reporting – following
a roundtable on this topic convened by Democracy Reporting International, the Pakistan Institute of
Labour Education and Research, and the Sindh Human Rights Commission 185. Another supporter of
shadow reporting was the Friedrich-Ebert-Stiftung, which supported the Pakistan Worker’s Federation to
produce a report to coincide with the European Commission’s and to launch this report in Pakistan,
Germany and Brussels to relevant stakeholders (interview project advisor FES-Pakistan). Beyond these
meetings reference to the GSP+ is evident in speeches given by experts about labour rights and in
advocacy campaigns calling for new labour laws, e.g. to better support women workers in line with CEDAW
Article 11 186.
Another set of actors participating in this discourse are businesses. References to labour rights, made in
relation to the GSP+ obligations, can be observed in Pakistan in reports by business councils and chambers
of commerce 187 and in media statements about employment practices in export sectors 188. In Pakistan at
least there have also been several GSP+ information seminars organised for the business community,
including one held by the Export Processing Zone Authority in the Karachi EPZ 189. The extent to which
labour rights obligations featured in these seminars, and thus helped change practices among employers,
is unknown. According to the Pakistan Workers Confederation at least, the GSP+ has helped to improve
industrial relations within the Workers Employers Bilateral Council of Pakistan in two provinces, leading to

185

‘Watch-Dog Body Formed to Monitor GSP+ Compliance’, Pakistan News Express, 12 January 2015.

186

See, for example, Magazine Desk, ‘Looking at the ‘Plus’ Side’, The International News, 29 September 2015.

See, for example, S. S. Amir and R. Khurshid, 2015: Pakistan’s EU GSP+ Status: First Year Performance and Future Potential, Karachi,
The Pakistan Business Council, 2015.

187

188

Magazine Desk, ‘Looking at the ‘Plus’ Side’.

189

EPZA, ‘EPZA Organizes Seminar on GSP Plus’, Connect: The Official Newsletter of Export Processing Zones Authority 6, 2015, p. 6.

41

Policy Department, Directorate-General for External Policies

more industrial conflicts being resolved 190. However, research conducted by Democracy Reporting
International suggests that awareness of the human and labour rights obligations in GSP+ is most
developed among export sectors, especially the apparel and textile sectors, with businesses in other
sectors largely outside this discursive shift. Interestingly, Democracy Reporting International also raised the
point that ‘rights talk’ can be dangerous by potentially arousing suspicion and opprobrium from state
authorities and other sections of society 191. On this point, interviewees engaged in dialogue stated the
importance of highlighting that the GSP+ refers to standards embodied in international law and was not a
projection of ‘Western’ values (interview MEP1, DG TRADE).

5.5

International cooperation and technical assistance

International cooperation and technical assistance refers to the funding provided by the EU and Member
States for projects connected to the GSP+. Importantly, these are ad hoc flanking measures rather than part
of the GSP Regulation itself, meaning that there is no guarantee such projects will be financially supported.
Chief among these cooperation and assistance efforts have been projects with the ILO.
The ILO has taken an increasingly important role in the EU’s GSP arrangements 192. Its conventions serve as
reference points for labour standards, its supervisory mechanism is taken into account for decision-making,
and, in the case of the GSP+ specifically, it provides technical assistance in helping beneficiaries to meet
their obligations. In February 2016 the ILO Deputy Director-General for Policy confirmed that four EUfunded ILO projects were in operation in countries that were or had been GSP+ beneficiaries (El Salvador,
Guatemala, Pakistan and Mongolia) and announced that this cooperation would soon be extended to four
more (Armenia, the Philippines, Cape Verde and Paraguay) 193.
In Pakistan the EU has directly funded two projects explicitly connected to the GSP+. The first of these is
‘Sustaining GSP+ Status’ (January 2016 to September 2017) under DG TRADE, which was designed to assist
the government in meeting its labour standards obligations, particularly in response to the issues raised
by the ILO supervisory bodies and reported in the GSP+ scorecards 194. The second is 'International Labour
and Environmental Standards Application in Pakistan’s SMEs’ (September 2016 to August 2022), worth
EUR 12.6 million and focused on the textile and leather sectors.
These two projects are intended to help relevant stakeholders – including politicians, civil servants, judges,
labour inspectors, trade unionists and representatives of employers’ associations – better understand how
to formulate appropriate policy and apply it in practice. This is particularly important in the context of
devolution, which opened up a large legislative gap and an expansion in the policy-making community
(interview 8). The provincial level Treaty Implementation Cells, which are meant to assist in the task of
developing legislation compliant with international legal obligations, are themselves new and building
their capacity (interview Democracy Reporting International). While legislative gaps remain, important
developments have occurred, including in the two provinces where the apparel and textile sectors are
concentrated. Punjab province has introduced the 2012 Home Based Workers Act while Sindh province
has introduced the 2015 Terms of Employment Act. In March 2017, following pressure brought by the
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Home-Based Women Workers Federation, the Sindh government also signed an historic policy which
would allow home-based workers to formally register as ‘workers’ and claim associated statutory
benefits 195.
EU member states including Denmark, Germany, the Netherlands and Sweden have also funded ILO
projects in Pakistan. Indeed, the ILO counted sixteen separate projects underway between 2013 and 2016
as part of Pakistan’s Decent Work Country Programme 196. These have targeted inter alia the textiles and
garments sectors, the labour inspectorate, child labour and informal labour, and frequently reference
compliance with GSP+ in their project objectives. Subsequent developments that can be connected to
these collective interventions include the 2015 Partnership Agreement signed by the ILO and the Pakistan
Textile Exporters Association to promote decent work in 200 export-oriented industrial units over the next
three years, largely in Punjab province 197. Another is the 2015 Voluntary Declaration on Promoting
Sustainability in the Textile Sector by the Buyers’ Forum, the association of the large international brands
which source from Pakistan 198. Again, both of these referenced the importance of maintaining GSP+ status.
In Mongolia, meanwhile, under the EU-funded GSP+ project ‘Improving Labour Standards Compliance and
Reporting’ the ILO have assisted the government to meet its reporting obligations to the CEACR and to
achieve closer alignment of its national laws and regulations with the fundamental conventions (interview
DG TRADE). During this engagement, amendments have been made to the criminal code (providing
greater protections against, and punishment for, forced labour and the worst forms of child labour), to the
list of jobs prohibited for minors (extended to include horse racing and training during winter, which is
considered especially dangerous) and to labour law (which raised the age at which children are permitted
to undertake non-light work from 14 to 15)199. Government officials in Mongolia reported that the GSP+
had helped encourage adoption of these legal amendments (interview DG TRADE). The ILO has also
organised and delivered workshops, provided support in discussions regarding labour rights and their
application to labour law, and developed educational materials to help widen the appreciation of
fundamental rights (interview ILO consultant).
A final source of international cooperation worth noting in this context is the European Instrument for
Democracy and Human Rights (EIDHR). In contrast to the projects above where the recipient of funding is
an international organisation, namely the ILO, the majority of partners supported by EIDHR are civil society
organisations. In 2016 DG DEVCO launched a global call for proposals for projects that covered all GSP+
beneficiaries and applicants. The guidelines for applicants specified that actions selected under this call
must address at least one of the human rights conventions and at least one of the core labour standards
conventions covered by the GSP+. Actions should also include financial support to civil society partners in
third countries 200.
Three projects were selected and funded with EUR 1.5 million each, led by Democracy Reporting
International, the Equal Rights Trust and the European Partnership for Democracy, respectively. These were

Z. Ebrahim, ‘International Women’s Day: Pakistan’s “Invisible” Female Workers Celebrate New Legal Status’, The Guardian,
8 March 2017.
195

196

ILO Country Office for Pakistan, Pakistan Decent Work Country, p. 67.

ILO Country Office for Pakistan, ‘ILO and Pakistan Textile Exporter Association Sign a Unique Partnership Agreement Promoting
Decent Work in Garment and Textile Industry in Faisalabad’, ILO Press Release, 17 February 2015.
197

Pakistan Buyers Forum, ‘Textile Buyers Deliberate on Adopting a Voluntary Declaration on Promoting Sustainability in the Textile
and Garments Sector in Pakistan’, PBF Press Release, 23 June 2015.
198

199

ILO, ‘Mongolia Policy Brief: Child Labour’, ILO Fact Sheet, 9 June 2016.

See European Commission, ‘Calls for Proposals and Tenders, European Instrument for Democracy and Human Rights (EIDHR):
Global Call for Proposal 2015, Grant Contracts Awarded During 2016’, European Commission website.

200

43

Policy Department, Directorate-General for External Policies

intended to build civil society capacity, raise awareness of fundamental rights and develop consensus
among stakeholders, with each project focusing on specific conventions in the GSP+. The identification of
the conventions in the projects are intended to reflect the specific situation and needs of the country
targeted, in line with the findings and recommendations of the relevant international monitoring bodies
(interview DG DEVCO). The EIDHR has also been used to fund a direct award of EUR 1 million to the ILO to
help select EU trade partners countries meet their trade-related commitments on labour rights. This has
been used for projects in GSP+ beneficiaries of Cape Verde, Mongolia and Pakistan, focusing on different
combinations of the core labour standards in each case.
Alongside such financial support, DG DEVCO also organised training sessions with DG TRADE, DG EMPL
and EEAS for EU Delegations on the GSP+ throughout 2015-2017, including a specific session on
international labour standards supervisory mechanisms led by the ILO. This was considered as one example
of the way in which the GSP+ has helped forge policy links between trade and human/labour rights,
contributing to a shared purpose at a political level and a staff level among the parts of the EU engaged in
external relations (interview DG DEVCO).

5.6

Investigation and withdrawal

When the European Commission receives information that may justify temporary withdrawal from the
GSP+ it requests that the Generalised Preferences Committee consults and pursuant to these consultations
can initiate an investigation. Three investigations have been completed into the GSP+. One into El Salvador
in 2008 for non-incorporation of ILO core standards, a second into Sri Lanka in 2008 for non-effective
implementation of certain human rights conventions, and a third into Bolivia in 2012 for withdrawing from
the United Nations Single Convention on Narcotic Drugs. According to DG TRADE, the investigation into El
Salvador was a ‘catalyst for change’, leading the country to undertake reforms which removed substantial
obstacles to the exercise of FACB rights 201. This is, of course, very different to saying that such rights are
respected in practice, and certainly the ILO continues to identify shortcomings in the implementation of
collective labour rights in El Salvador 202. Nonetheless, it does point to an intermediate stage in the
sanctions process which requires further attention as a potential mechanism of change (see Section 6).
Article 19 supplements this with a withdrawal process that applies to all GSP arrangements and under
which preferential treatment can be withdrawn for all or certain products if a beneficiary country engages
in:
•

serious and systematic violation of principles laid down in the human and labour rights conventions;

•

export of goods made by prison labour;

•

serious shortcomings in customs controls on the export or transit of illicit drugs or failure to comply
with international conventions on anti-terrorism and money laundering;

•

serious and systematic unfair trading practices;

•

serious and systematic infringement of the conservation and management of fishery resources.

Referring to the withdrawal of GSP+ preferences generally, rather than the Article 19 procedure specifically,
certain trade unions, NGOs, MEPs and academics have all suggested that the EU is too reluctant to use such
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economic sanctions203. As outlined by the Legal Director of the International Trade Union Centre (ITUC) the
EU relies upon the presence of a ‘special paragraph’ in the report of the Conference Committee on the
Application of Standards (CAS) to trigger an investigation, despite the lack of textual support in the GSP
Regulation for this interpretation. A special paragraph is a rare procedure, not least because it requires
agreement between the representatives of employees and employers to feature in the report. On this
reading, then, the European Commission had thus mistaken the CAS as the ‘official’ voice of the ILO,
disregarding the CEACR and the Committee on Freedom of Association, and giving the Employers’ group
and Government group in the CAS an effective veto over the preferential trade policy of the EU 204. One
reason for this would be the belief within DG TRADE that sanctions are logically opposed to the use of
incentives and persuasion which supposedly characterise the GSP+ (interview Solidarity Centre). This same
view was expressed by MEP Christofer Fjellner, the European Parliament Trade Rapporteur on GSP, who at
a Parliamentary hearing on the trade scheme is quoted as saying ‘withdrawal of GSP+ would mean failure
of GSP+’ 205.
The only country to have had its GSP+ benefits withdrawn is Sri Lanka in 2010. While the trade union
federation ITUC made a complaint to the EU in 2008 about Sri Lanka’s alleged violation of labour rights, the
country was ultimately suspended because of violations of civil and political rights and the reporting
requirements related to these rights 206. Nevertheless, it is useful to assess what the impacts of this were on
labour in the Sri Lankan garment sector as a test case for the potential application of sanctions in the future.
As might be expected, accounts of the period between 2010 and 2016 are contested. There are different
perspectives on both the resilience of the industry and the treatment of workers within it, as well as on the
causal weight to attribute to the loss of trade preferences vis-à-vis other factors such as higher labour or
electricity costs relative to competitor firms in other countries. Moreover, the EU is only one destination for
Sri Lanka’s apparel exports, meaning that the effect of EU trade policy can be offset by market growth
elsewhere. As shown in Figure 5 export growth to the EU15 (used here for consistency) did level off after
the country was suspended from the GSP+ in 2010, suggesting that it had some influence on
competitiveness. However, exports to the rest of the world more than made up for this, such that total
apparel exports grew faster after 2010.
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Figure 5: Exports of apparel from Sri Lanka to EU15 and Rest of the World, 2001-2016
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Source: Author’s calculations from International Trade Centre Database. Apparel combines HS61 and HS62.

Academic research based on interviews with factory managers confirms that some firms did receive fewer
orders from EU buyers after 2010, leading them to cut their prices, relocate or close down. But this did not
appear to affect larger factory groups like MAS Holdings and Brandix to the same extent, thanks in part to
the long-standing relationships they had established with buyers based on quality and reliability, as well
as their efforts to increase competitiveness following the phase-out of the Multi-Fibre Agreement in
2005 207. Other reasons why Sri Lanka’s apparel exports to the EU continued to grow during the period in
which it was suspended, albeit at a slower rate than when it had GSP+ preferences, include rising wages in
China, labour unrest in Cambodia, and factory fires in Bangladesh and Pakistan. These may have led buyers
to continue to see Sri Lanka as a ‘safe haven’ to source from, recalling that the suspension of GSP+ was not
officially attributed to labour rights violations.
Estimates of factory closures between 2010 and 2016 have ranged from two to ninety, while estimates of
job losses ranged from 2000 to 10 000 – redundancies which disproportionately affected lower-paid
employees such as factory line ‘helpers’ (interview Women’s Centre, interview 7) 208. The difference in
estimates can in part be attributed to the simultaneous closing down of some factories and expansion of
others as the industry continued its trend of domestic consolidation and diversification into south-east
Asian production facilities, making calculations of net output and employment changes difficult209. Trade
unions and civil society organisations have also drawn attention to the redundancy of some workers in
breach of statutory process as well as the increasing intensity of work and stagnant wages for those that
remained in employment (interview Women’s Centre, 5). In short, GSP+ sanctions appear to have had
limited impact on levels of employment and workers’ rights in Sri Lanka when compared to industry
reorganisation and labour relations.
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6

Conclusions and recommendations

This study has identified various labour rights problems in EPZs and has found that GSP+ currently has very
little direct focus on tackling those problems. However, a key argument of this study has been that efforts
to promote labour rights must go beyond EPZs. These are only one kind of regulatory space in which
export-oriented production is carried out. They are not necessarily where the worst kind of labour rights
violations occur and nor are they especially prevalent within the exports sectors growing because of GSP+
preferences. A ‘complete supply chain’ approach is necessary instead.
Recommendations for improvement of the GSP+ scheme set out below therefore start by addressing
labour issues in EPZs. Insofar as these labour rights and working practices have been negatively affected
by the exports encouraged under the GSP+, the relative neglect of them within the GSP+ procedures so
far is problematic. However, the overall thrust of the recommendations is to use the leverage of the GSP+
to address labour issues in EU-oriented export activity more broadly.
Recommendation 1: Emphasise the removal of the legal carve-out from labour rights protections in
Pakistan’s EPZs
Where trade partners allow legal carve-outs from labour rights protections in EPZs, it should be a priority
of the GSP+ scheme to address this issue and ensure that regulation of labour issues is brought into line
with the situation in the rest of the country. Action to achieve this objective should be taken through all
mechanisms that currently exist through the GSP+ scheme, as enhanced by recommendations 2 to 4
below. It was only in Pakistan where legal exemptions on core labour standards were created in EPZs,
namely the prohibition of trade unions and strikes. In Mongolia, Philippines and Sri Lanka there is no de
jure carve-out of the labour rights conventions covered in GSP+ within those countries’ EPZs.
Recommendation 2: Create a tailored roadmap for each GSP+ beneficiary country that sets out
specific labour rights milestones, including where appropriate for EPZs
The European Commissioner for Trade Cecilia Malmström has stressed that the GSP+ constitutes a longterm engagement with beneficiaries 210. In this respect there ought to be long-term country-specific plans
for progressive change. A number of interviewees endorsed the idea of a transparent and binding country
roadmap for labour rights, with milestones set out for improving FACB rights in ‘high-risk’ export sectors
specifically. These milestones could refer to changes in labour laws and/or institutional reforms requested
by the supervisory bodies, e.g. tabling legislation prohibiting gender discrimination in the workplace or
making regulatory improvements to labour inspectorates. They could also give proper legal standing to
current labour guidelines, as was proposed by unions in Sri Lanka with respect to the policies developed
by the authority overseeing EPZs, or ask for commitments made by governments in the context of GSP+
to be properly institutionalised, such as the statement by the Sri Lankan Minister of Labour that 50 % of the
GSP+ benefit ought to go to the workers 211. In either case, the milestones must be tailored to the unique
context of the country in question and agreed by its respective government.
One interviewee stressed that different qualifications must not be applied to new applications to the GSP+
(interview MEP2). This is an important point. To ensure uniformity of entry criteria, roadmaps should be
applied to existing beneficiaries too. They should be designed during the admission process for new
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entrants and as part of the GSP mid-term review for existing beneficiaries, covering the period up to the
expiry of the GSP Regulation on 31 December 2023.
Precedents for trade-related roadmaps on labour rights already exist: in the EU’s Free Trade Agreement
with Colombia and Peru; in the EU’s Sustainability Compact with the ILO and governments of Bangladesh,
the US and Canada that focuses on the Bangladesh apparel sector benefitting from Everything But Arms
(EBA) preferences; and in the US-Vietnam Labor Plan that was part of the Trans-Pacific Partnership. Notably,
even though the latter trade agreement has been put in jeopardy by the subsequent withdrawal of the US,
scholars have claimed the negotiation and signing of the Labor Plan nevertheless provided momentum
for domestic reforms212. However, these roadmaps have also been criticised for the lack of accountability
they impose on signatory governments (interview 12) 213. To make them more than just detailed plans then,
they would need to be subject to scrutiny and sanctions. At present the scrutiny within the GSP+ is
provided by the scorecard process and the sanctions by the threat of national suspension. As policy
instruments the former is too soft and the latter too blunt.
Recommendation 3: Ensure that the reporting process is accessible and that key actors from the
European Parliament and social partners in GSP+ beneficiaries help monitor progress
To make scrutiny more effective, clearer guidance could be given to non-state actors on when and how to
feed into the scorecard and public report process (interview Democracy Reporting International). Some
civil society groups have argued that they do not know who to contact or how their information will
influence the state-to-state scorecard process214. As demonstrated by the UN Human Rights Committee,
one way to involve non-state actors in such reporting processes is to use an intermediary – in their case
the Centre for Civil and Political Rights – to provide and publicise such guidance as well as promote the
involvement of NGOs in the follow-up to the recommendations 215. Alternatively, more emphasis could be
given by MEPs, European NGOs and civil society actors in GSP+ countries to shadow reporting, rather than
on influencing the Commission’s official report. This has already been practiced by some and endorsed by
others as a way of supplementing and/or contesting government accounts with alternative evidence
(interview MEP1, Women’s Centre, project advisor FES-Pakistan). Either way, the European Parliament
could do more to highlight problematic aspects identified in the public reports and shadow reports, not
least because its comments are picked up by governments and the media of GSP+ beneficiaries (interview
MEP1). Public reports that were more robust could also be used as an advocacy tool by those in the labour
movement (interview Solidarity Centre).
Trade unionists in GSP+ beneficiary countries have made clear their desire to communicate directly with
the EU around labour rights; an act which gives them both legitimacy and the possibility of influence
(interview 5, 7) 216. It is also something that the European Commission itself seems keen to undertake via
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more assessment missions and greater contact with civil society 217. Domesticating the politics of labour
rights is important in contexts where ‘foreign influence’ may be viewed with suspicion. There is a strong
connection here between labour rights and human rights, particularly in relation to freedom of expression,
which often comes under attack when the political space of civil society becomes squeezed (interview
12) 218. Promoting marginalised voices and protecting those who do speak out (whistle-blowers, human
rights defenders, union leaders, journalists, etc.) would help engrain a deeper rights agenda within the
GSP+ dialogue process.
A more ambitious approach to monitoring would see an institution created to which complaints could be
submitted by a broader range of actors and then considered for investigation. In various guises this
approach has already been mooted by the European Parliament, civil society organisations and
academics 219. The institution itself could take the form of a tripartite panel overseen by the ILO, an
investigative body led by a Special Rapporteur, or hearings by the European Parliament Committee on
International Trade calling upon the expertise of Commission officials, other Parliamentary Committees
and recognised social partners. This could replicate the ongoing eligibility reviews of the US GSP, which
are overseen by the US Trade Representative and considered part and parcel of the dialogue process. In
the US context the petition process and public hearings act as a critical forum and a way to develop a
mutually-agreed checklist to address over the next few years (interview Solidarity Centre). Indeed, the EU
itself has already recognised the virtue of providing heightened pressure short of sanctions in relation to
illegal, unreported and unregulated fishing where it issues ‘yellow cards’ prior to the ‘red card’ of banning
imports; a process that is widely seen as successful in affecting policy and operational changes in the
fisheries sector in countries as diverse as Papua New Guinea and South Korea 220. Interviewees in Sri Lanka
felt clearly that the censure of international opinion could support the activities of the domestic labour
movement (interview 5, 7).
Recommendation 4: Promote joint responsibility between lead firms in the EU and suppliers in
beneficiary countries to prevent poverty wages
Global supply chains are characterised by unequal bargaining power and collective action problems.
Pressures to reduce costs and increase work intensity stemming from the power of major retailers and
manufacturers known as ‘lead firms’ to change their sourcing arrangements can result in highly
exploitative labour practices and encourage a ‘race to the bottom’. It is worth noting here that IndustriALL
estimates the global average wage in the clothing industry to be 35 % lower than the global average wage
for the manufacturing sector as a whole 221.
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At the 105th International Labour Conference on Promoting Decent Work in Global Supply Chains the EU
stated that:
‘We believe that Decent Work aspects including the ILO core labour standards should be part of trade and
investment agreements… Whilst acknowledging the duty of governments, we also expect that businesses
themselves need to act responsibly and in accordance with existing international frameworks and
mechanisms, for example the UN Guiding Principles, wherever they operate and irrespective of whether
states fulfil their obligations. A negative impact on the quality of jobs may result from volatility of sourcing
contracts, lack of transparency, potential downward pressure on prices and higher demand on the timelines
to produce. This means that there is definitely a role for and responsibility of businesses to respect labour
and social rights within their supply chains.’ 222

In light of this the EU should promote joint responsibility between lead firms in the EU and suppliers in
beneficiary countries as necessary flanking measures to the GSP+ scheme. This issue has also been
discussed in the European Parliament in the context of corporate due diligence rules for EU companies as
debated in the ongoing INTA report on ’The Impact of International Trade and the EU’s Trade Policies on
Global Value Chains’ 223, and supported in the European Parliament’s resolution on the EU flagship initiative
on the garment sector 224’. The notion of joint responsibility is significant as it seeks to go beyond
mandatory transparency and traceability in supply chains: these can expose the commercial linkages of
EU firms to workplace harm and exploitation, but do not oblige firms to improve these conditions nor hold
them accountable in instances where systematic rights violations or serious injury do occur225. Indeed, a
number of interviewees noted the limited ability of voluntary corporate codes of conduct and social
auditing to improve work in practice on the shop-floor (interview Women’s Centre, interview 5, 7).
Central to joint responsibility, then, are binding obligations between companies and workers on their
respective rights. Wages are, of course, a vital aspect of the employment relationship, but one that is not
directly addressed by the core labour standards. Hence organisations like the Friedrich-Ebert-Stiftung have
called for ‘core labour standards plus’ to be incorporated into trade agreements, which would refer to a
broader range of workers’ rights including living wages as well as hours of work, safety standards, migrant
workers’ rights and social protection (also interview Clean Clothes Campaign) 226. As highlighted in the
study’s Introduction, the GSP+ has already moved in this direction, insofar as it has incorporated other
conventions that attend to a wider array of labour rights. These include the International Covenant on
Economic Social and Cultural Rights, which specifies the right to earn ‘fair wages’ that provide a ‘decent
living’, thus providing a rationale to address this issue under the auspices of the GSP+.
One way to advance joint responsibility would be to promote contractual and collective agreements
between buyers and suppliers, such as those proposed in the Action Collaboration Transformation (ACT)
process led by global union IndustriALL and the Enforceable Brand Agreements idea of the Clean Clothes
Campaign. While the former provides ‘supply chain industrial relations’ by negotiating higher sector-level
wages within a given country and funding these through long-term purchasing commitments from buyers,
European External Action Service, ‘EU Statement – Committee on Promoting Decent Work in Global Supply Chains – Q1’,
International Labour Conference, Geneva, 1 June 2016.
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the latter articulates time-bound agreements for tackling specific issues within the supplier base of
signatory brands. These kinds of agreements would mitigate the collective action problem whereby
individual supplier firms are reluctant to improve wages and working conditions for fear that they will
become uncompetitive compared to other suppliers within and beyond their country. They also allow
foreign firms to coordinate what would otherwise be overlapping efforts to improve supply chain
sustainability, making these initiatives more cost-efficient227. Facilitating a better understanding of how
such agreements work is one way in which the EU could support them (interview IndustriALL).
The EU has had some success in this regard already, insofar as the Sustainability Compact has encouraged
EU-based apparel companies into the Accord on Fire and Building Safety in Bangladesh 228. The Accord,
signed by apparel brands/retailers and trade unions, is an independent and legally binding agreement to
improve workplace safety in a rigorous way, requiring financial contributions from brands and the
involvement of shop-floor workers in a monitoring role 229. By February 2017 the Accord had led to the
inspection of 1 600 factories with 7000 follow-up inspections undertaken, while Safety Committees had
been set up in 330 factories with potential spill-over effects in terms of stimulating union-like activities in
a sector where FACB rights have been systematically suppressed 230. The EU’s flagship initiative in the
garment sector, led by DG DEVCO, offers one opportunity to adapt such regulatory regimes for the
purposes of providing living wages and could be piloted in GSP+ countries like Pakistan and Sri Lanka given
the importance of the EU market to their respective apparel sectors. Indeed, in its resolution on the
initiative the European Parliament stated that it ‘welcomes the approach of the legally binding Bangladesh
Accord’ as well as the Sustainability Compact launched by the Commission, and ‘calls on the Commission
to pursue similar programmes and measures with other garment-producing EU trade partners such as Sri
Lanka, India or Pakistan’ 231. The resolution also ‘stresses the need for collective bargaining agreements to
prevent negative wage-cost competition’ 232.
Another way in which the EU might promote joint responsibility would be to support transnational groups
capable of advocating on behalf of workers in global supply chains. Again, the EU has already made some
important interventions in this regard. Through the EIDHR the EU has funded the Clean Clothes Campaign,
a global alliance of trade unions and NGOs with an international secretariat. Among other things, the Clean
Clothes Campaign have applied political pressure to EU-based firms to encourage them to help end
poverty wages, to join initiatives like the Bangladesh Accord and to provide workers with remedy and/or
compensation when the normal grievance processes have failed, e.g. following the factory fires in Pakistan
(interview Clean Clothes Campaign). Another example is the support by DG DEVCO for the Asia Floor Wage
Alliance, which brings together apparel sector workers and their representatives to build momentum
around an international industry standard wage that is benchmarked to the cost of living (i.e. Purchasing
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Power Parity USD 725 per year) 233. Some apparel companies state that they support living wages but base
this concept on wages being freely negotiated between employers and trade union representatives 234. This
overlooks those situations where collective bargaining is frustrated, and misses the point that such wages
must make possible a decent standard of living. Encouraging such companies to collaborate with the Asia
Floor Wage Alliance would be a good starting point.
Recommendation 5: Support gender mainstreaming in trade unions and fund civil society
organisations that advocate for and assist women workers
Efforts to realise labour rights in practice will be much more likely to succeed if workers themselves are
actively involved. In this respect the traditional trade union movement must be supported and engaged
by the procedures of the GSP+. However, it must equally be acknowledged that aspects of the movement
remain patriarchal 235. By way of example, in 2015 it was reported that the National Labour Advisory Council
of Sri Lanka, the country’s main tripartite labour body, did not have a single woman in the Workers’
Representatives category 236. In Pakistan the gap between trade unions and women workers is even wider:
in 2008 women accounted for less than 2 % of the membership of registered unions237. Gender
mainstreaming within trade unions could be supported under the auspices of GSP+ via ILO programmes
that focus on strategic training agendas, like how to conduct gender-conscious collective bargaining.
Another way would be to solicit contributions from women trade unionists during Assessment Missions in
country or at hearings and ‘exchanges of view’ held by European Parliament committees.
In many countries other kinds of labour organisations have emerged to support women workers, especially
those concentrated in EPZs (as in Sri Lanka) or in the informal economy (as in Pakistan). These include
labour-related civil society organisations like research centres and resource centres 238. Research centres
help identify and monitor labour rights abuses and formulate policy responses. An example would be the
Pakistan Institute of Labour Education and Research, which according to one academic study of the Sialkot
football stitching cluster in Pakistan, played a vital role in training workers in their rights and duties as part
of Nike’s attempt to produce footballs free of child labour and exploitative adult labour 239. Meanwhile
resource centres encompass those organisations providing services to workers, be it directly related to
labour rights issues, such as advice on handling complaints, or to a wider set of social protection concerns
outside the workplace, like inadequate housing or lack of safety during commutes. Providing these
organisations with small amounts of development funding would allow them to better advocate for, and
directly advise and assist, disadvantaged (women) workers. Importantly, such funding would also provide
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a way for the European Commission to mainstream gender into its trade policy – something it has been
criticised for failing to do 240.
Another way of supporting the wider labour movement would be to fund worker-led monitoring
mechanisms. The European Commission has already provided start-up funding for one such mechanism,
created by a pan-European group of seven NGOs that formed an independent monitoring organisation
called Electronics Watch. This uses worker-led monitoring to highlight problems in the electronics supply
chain, including in ‘hard to reach’ places like EPZs, and uses the market power of EU-based organisations
procuring electronics hardware to encourage supplier firms to remedy the problems raised. In the
Philippine context, the continual monitoring of the Electronics Watch approach has shown that it can work
in tandem with the state labour inspectorate to achieve positive outcomes for workers (interview
Electronics Watch).
Recommendation 6: Develop targeted sanctions that act as a more effective deterrent to persistent
violations of fundamental labour rights
Monitoring, dialogue and the occasional exposure of failings by governments and other actors can only go
so far in encouraging GSP+ beneficiaries to abide by their obligations (interview Solidarity Centre, project
advisor FES-Pakistan, IndustriALL). In both Pakistan and the Philippines, for instance, media reports suggest
that political leaders have remained unmoved by the entreaties of EU representatives for them not to use
capital punishment, even though this is prohibited under the GSP+ 241. In other words, economic sanctions
must be considered; a possibility the Commission has formally (and finally) brought to the Bangladesh
government after persistent violations of FACB rights under the terms of the EBA trade arrangement 242.
Yet sanctions should not continue in the present form foreseeing only withdrawal of a whole country from
the GSP+. Rather, to deal with persistent labour rights violations targeted sanctions should be developed.
These could target problem sectors (e.g. by reinstating Most Favoured Nation [MFN] tariff on particular HS
codes, an act already permitted under Article 15 of the GSP Regulation) or even create a negative list of
individual exporters (which can be identified using the EU’s Registered Exporter system, a database of
economic operators that are certified to export under the GSP+). Other ways of sharpening the sanction
would be to phase-out the preference margin or to explore ways of adding-in labour rights compliance to
other kinds of export licenses required by the EU, such as those designating safe fishery products (interview
IUF). It is worth noting in this respect that in recent years, bans on Pakistani seafood into the EU have been
imposed in regard to quality standards and that exceptions were made on an individual company basis 243.
In respect to the legal carve-out on FACB rights in Pakistan’s EPZs, this may thus involve the application of
the MFN tariff to products originating from factories in those zones.
The important point, however, is that by making sanctions easier to deploy and rescind, they become more
meaningful as a deterrent. There is an argument to suggest that, at present, beneficiary governments know
that once GSP+ preferences have been granted they will only be withdrawn in extreme circumstances,
making the ‘stick’ of GSP+ somewhat impotent. This is something that ought to be considered in the runup to the extension of the GSP Regulation after 2023, since it implies regulatory change that must be fully
debated within the EU and clearly anticipated within the beneficiaries.
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Recommendation 7: Finance flanking measures through a GSP+ import license fee
One of the strengths of the Bangladesh Accord is that participants have agreed to a system of paying for
necessary improvements in workplace safety. Finance was not an afterthought. In contrast, the GSP+ has
thus far relied on ad hoc funding from different sources to help realise its ambitious goals for sustainable
development and good governance. To put the necessary support for this resource-intensive trade scheme
on a surer footing and pay for some of the proposals recommended above, a small import license fee on
major importers could be levied.
In this context it is worth recognising that the whole GSP system – including the GSP, GSP+ and EBA –
ultimately acts as a tax exemption for importers in the EU. The tax reduction provides a modest increase in
the price competitiveness of leading exporters in beneficiary countries, as well as savings for importers that
in theory can then be passed on to consumers in the form of lower prices. But the flip-side is a fiscal cost to
the EU, which directly receives the bulk of customs revenue collected. Measuring this cost is difficult given
that the lowering of tariffs under the GSP+ may have caused some trade flows to take place which would
not have happened otherwise. For its part, the European Commission estimated that in 2009 the GSP+
entailed an annual loss of EUR 307 million based on EUR 2 834 million of preferential imports 244. Given that
preferential imports under the GSP+ stood at EUR 7 068 million in 2015 (see Table 1) we can expect that
the revenue loss to the EU budget will have increased significantly since that date. In other words, the GSP+
scheme is likely to be costing the EU hundreds of millions of euros in lost tax revenue.
Such a fee would have to meet the legal tests of the WTO’s ‘Enabling Clause’, most important of which
would be to ensure that it were ‘designed and, if necessary, modified, to respond positively to the
development, financial and trade needs of developing countries’. For ease of collection it would also make
sense to apply a fee only to companies importing large amounts of goods via the GSP+, i.e. over a certain
gross value. Careful calculation would be required to ensure that the fee did not outweigh the savings
gained from the tariff reduction and thus become a disincentive to trade with GSP+ beneficiaries. Data on
the prices paid and volumes purchased by large importers would make this easier to do. Another
consideration is that revenues generated from this fee would need to be hypothecated by DG DEVCO to
fund organisations and initiatives focused on the effective implementation of the 27 conventions, which
they already have experience of doing via the EIDHR. This would allow the EU to better support the longterm change anticipated within the GSP+ and also make it easier for corporate beneficiaries of the scheme
to contribute to improvements for workers in the areas they are sourcing from. Again, it is recommended
as a proposal for the next iteration of the GSP Regulation.
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