Overview of the Generalized System of Preferences
The Generalized System of Preferences was adopted at UNCTAD II in New Delhi, India, in 1968. Its objective is to allow developing and least-developed countries to increase their export earnings, promote their industrialization, and accelerate their rates of economic growth through reduced or zero tariff rates over MFN rates in more developed countries. 

The main characteristics of the program include:

· It is a voluntary system as it is granted by participating developed countries without any legal bindings.

· It is unilateral as it is granted by the developed country side only.

· It is non-reciprocal as it does not require beneficiary countries to grant similar preferences to the developed countries. 

· It does not abide by the principle of non-discrimination since developed countries can offer different preferences to different countries. 

According to UNCTAD there are 13 national GSP programs including those of Australia, Belarus, Bulgaria, Canada, Estonia, the European Union, Japan, New Zealand, Norway, the Russian Federation, Switzerland, Turkey and the United States of America.

While the GSP has helped some developing countries to increase their exports and improve their products’ competitiveness and economic growth, it does have some drawbacks:

· It is a voluntary system and can be withdrawn or modified by the granting country at leisure.

· Developing countries do not generally take maximum advantage of GSP schemes because of their changing nature and their complexity, especially vis-à-vis rules of origin, which are difficult to meet for small exporters from developing and least-developed countries.

· Developed countries can withdraw GSP benefits once beneficiary countries “graduate” to a higher level of economic development, as happened recently when the U.S. and the EU withdrew GSP benefits from Singapore and Korea. These programs can also be used to pressure developing countries to undertake or abide by economic reforms.

· Though GSP granting countries have improved their preferential schemes, the impact of these improvements has been marginal, especially when preference erosion due to continuous tariff reductions under WTO negotiations is taken into account.  

