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European Union opens up its market for items to be assembled in Bangladesh
New rules published yesterday by the European Union will open up new opportunities for Bangladesh to expand its exports.

The EU Regulation 1063/2010, revising the rules of origin for products imported under the generalised system of preferences (GSP), was published yesterday in the EU's Official Journal. This regulation relaxes and simplifies rules and procedures for developing countries wishing to access the EU's preferential trade arrangements, while ensuring the necessary controls are in place to prevent fraud. Algirdas Šemeta, the European Commissioner for Taxation, Customs, Anti-Fraud and Audit said: 

"By updating the EU’s rules of origin, we will help to ensure that developing countries really benefit from the trade preferences on offer to them, and that the world’s poorest don’t lose out due to unnecessary complexities in our systems.” 
The new Regulation will considerably simplify the rules of origin so that they are easier for exporters in developing countries such as Bangladesh to understand and to comply with.

"Bangladesh's exporters have been really looking forward to this change,” said Andrew Barnard, the head of the political, trade & information section of the EU Delegation to Bangladesh. "Under the EU's 'Everything But Arms' scheme, Bangladesh already enjoys quota-free duty-free access to the EU market for most of its exports. But from January it will be easier for them to make much greater use of imported inputs.”
This reform has been much-anticipated in Bangladesh, not least because it will significantly improve market access to the EU market for ready-made garments. Clothes made in Bangladesh will from 1 January 2011 have duty-free access to the EU market even if they're made from imported textiles.

Importantly for the economy's long-term development, the new rules should also help Bangladesh to diversify its exports because the threshold for value-added for industrial products is to be reduced from 70 percent to 30 percent (this should allow duty-free access for many more items which are assembled in Bangladesh from imported components). This should pave the way for Bangladesh to diversify its exports into a wider range of industrial products, rather than depending heavily on the ready-made garments sector as it does at present.

BACKGROUND

Rules of origin are used to determine whether imported goods really originate in countries covered by the EU's preferential trade arrangements, thereby making them eligible for a preferential customs tariff. The present rules of origin, which date back to the 1970s, have long been criticised for being too complex, too stringent and out-of-date. 

The new Regulation includes special provisions for Least Developed Countries which will allow them to claim origin for many more goods which are processed in their territories, even if many of the primary materials do not originate there. For instance, an operator in Bangladesh that produces and exports plastics to the EU will benefit from the new rules of origin, because even with up to 70 percent of foreign input the exported plastics can still be considered as originating from Bangladesh. Under the old rules the limit for foreign input is only 30 percent.

The new Regulation also puts forward a new procedure for demonstrating proof of origin, which places more responsibility on the operators. From 2017, the current system of certification of origin carried out by the third country authorities will be replaced by statements of origin made out directly by exporters registered via an electronic system. This will allow the authorities of the exporting country to re-focus their resources on better controls against fraud and abuse, while reducing red-tape for businesses.

The new rules of origin will apply from 1 January 2011.

The Regulation is available online at:

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:307:0001:0081:EN:PDF
Further background information to the reform of the rules of origin is available here:

http://ec.europa.eu/taxation_customs/customs/customs_duties/rules_origin/preferential/article_777_en.htm
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