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concerning the conclusion of the Agreement in the
form of an exchange of letters between the
European Ecownomic community and the Kingdom
‘ of Morocco

(submitted to the Council by the Commission)
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1. Exploratory falks took place on 21 May 1979 in Brussels between a
Commission Delegation and a‘Méroccan Delegation in connection with the

implementétion of Article 55 of the Cooperation Agreement. In accordance

with that Article, the two delegations reviewed the resulis of the
Agreement since it had come into force and dlscussed the 1mprovements g
that could be made on the basis of the object1ves ‘of the Agreemant and

the experience galned. ~ BT "

L]

On 11 June the Moroccan Delega{ion sent the Gommission a memorandum

e s
TN I

’

setting out the various poxnts it had raised. 'The memorandum is being .

$ransmitted. -

' I. REVIEW OF THE RESULTS OF THE ACREEMENT

(1) 'TmE

General trend of tréde

2. The Moroc¢an Délegatioﬁ commen@ed»és fdllows'on the trend‘of tradef s

i

Trade between the EEC and Morocco increased conllderably between 1973
and 1977 though it slowed down in 1978." :

Morocco's 1mports from the EEC cons:st in the main of 1ndustrial products,

which tripled between 1973 and 1977. However, in 1978, they dropped in

comparison with 1977 ( from 1 412 million EUA to 1 168 million EUA); thev'

drop being attrzbuxable to the restrzctzve measures inxroduoed by the .
Moroccan Government 1n sprlng 1978 for balance of payments reasons.l"

\- :
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Community goods account for approximately 504 of Morocco's total impérte\
and, in the view of the Moroccan repreeentatlves, this, figure would be
around the 70% mark if products such as hydrocarbons, which the EEB could
not export to Morooco anyway, are’ excluded. . ' R : '
The EEC is Morocco's main customer (approxlmately 57% of 1te total salea).g"y
~ Moroccan exportis to the EEC consist prlmarlly of fresh and processed ﬁjc;;fﬂ S
. agricultural products, raw materials of mineral origin and 'a number of S
finished goods (inoluding textxlee, leather goods ‘and certa1n chem1cal
products) Lol : ST ?7," - o ‘;-Jﬁ; ;7j‘
It should be noted that almost half Morocco's total exports to the EEC
are 1mported by France.- Between 1970 and 1974 EEC 1mporte of Moroccan -
goods rose eteadlly, to be followed by a period of etagnatlon around the ;
635 million EUA mark in 1975, 1976 and 1977. However,‘an increase of o
55 million EUA was recorded for 1978. Moroccan exports to the EEC 1ncreased o "
by a factor of only 1.4 between 1973 and 1975—77 ‘while, as already staxed L
Community exporte to0 ‘Morocco trebled.‘ As a result the Moroccan.trede

deficit eteadzly worsened and by 1977 had reached: 782 million EUA, equivalent
" to 47% of Morocco's total foreign trade defio1t. The recovery in 1978 was 'if’ o
due to the quantztatlve restrictions introduoed hy the Korocoan Government .:fi

that have already been mentioned. T

Sectoral problems* o B SN .“, RO ,A”pf;QW{’

3. The Moroccan Delegation drew axtention to a nnmber of problens in
different sectorss R f:ern '.:'uf: o f-‘fﬁj" o Jn};igfgrﬁlsgim:

Aggicultural and qgri-lndustriax_products
. \ . . .
The Moroccan repreeentaxives attributed the’ e%agnaxion, and even to eome

extent regression, of Morocco'e agricultural. and agrl-industrial exporte mainly
to the machinery of the Common Agricultural Poliéy combined with a trend
towards levelllng out the tariff conoeseions granied to the EEC'B Various

trade partnmers. . .- L _;3-:$"n; ok '

A H o o
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In the case of citrus fruiis, the "freezing" of the tariff reduction at
80% since 1969 and the conceselons granted to other Mediterranean. "
competitors (in particular Spain and Israel), the increase in the

marketlng premium received by Community producers and increasingly ‘
expensive forwardlng costs for Moroccan products meant that Moroccan ‘ .l/
exports had lost and were siill losing thelr competitive edge at a time
when Morocco had embarked on the conversion of its fruit farms with a

view to improving quality.

The Moroccan representatives also claimed that the steady increase in
the reference price'for tomatoes combined with the strict timetaﬁle -
«applicable to this tariff concession (60% between 15 November and 30'April) :
had resulted in stead;ly dwindling exports ‘of Moroccan tomaxoes. The
 criteria adopted by the EEC for the purpose of determzning the reference
price were also criticized. . o . - S TR P

T

In respect of preserved sardines, Morocco criticized:

(i) the administrative complexity of the quota administration system,
which in practice impeded the oohclusion‘of‘longbterm contraoteg

(ii) the 1nflex1b111ty of the quota ellocexlon eyetem, whlch made it
1mp0851b1e to adguet supply to demand « '

The EEC subsidies received by the Gommun;ty procesasing industry for ‘
tomato concen.trates1 had allegedly led to a sharp fall in corresponding ‘
Moroccan exporis gust when Morocco had 1n~ested large -sume - in thie sector.A

P

‘1At Morocco's requeet, the 1976 Agreement did not cover toma#o '}Tfiiaﬁ

concentratee.
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Industrial products

4. The Noroccan Delegatlon stressed that it regarded free access ‘to the | :

Commumty market for 1ndus'tr1al products (no customs duties or .

quantitative restmc‘hlons) as most important if its cou.ntry was to achzeve
its development targets, especially in view of the 1nadequate concesslona

granted in the agricultural sector.. In this respect results had 'been '

3

~ satisfactory since exports of Morocca.n :mdustrial products had 1ncreased P

from 20 million EUA to 175 million EUA betwaen 1969 and 1977,

It was therefore particularly regretta.'ble, in their view, that {this
upward trend had been disrupted by the protective measurés adopted by the
. EEC in the texnle sector. These measures would seem to have seriously
affected Moroccan trade circuits with ihe result that, in most cases, it

had not even been posszble to attain the quotas for 1978. In addit:.on, o

the restrictions had had a seriously dmcourag:mg eﬁ‘fedt on l(orocoan f:u'ns,
whlch feared that compa.rable dxffioulties migh.t arise in futnre m other

industrial sectors.

.‘)\"!:. .

R
e

The Moroccan Delegatzon aslo referred to the dzfﬁonlties likely to arise 'f-f(;"f'\
unless the rules of origin were appl:.ed more flenbly. Cloth:.ng, carpets

and fishery products (from fishing on the high sea.a) were oasea 1n point.

\

(2) FINANCIAL AND TECHNICAL COOPERATION =~ = ‘' - T R EEE Rt

S5 The Moroocan Delegation mantioned tha.t mplementation of this aspec't
of the Agreement had been somewhat delayed because of the changea made in
1978 to its country's devalopment programmes 'but ehould now 'be epeedod up

- . : N, g . : oo : " P R U K L. '» LEo
. [N , .~ - [ J 5

N
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as the final list of projects had recently been adopted.
b}
With the exception of the Jorf Lasfar port project, which had been the
subject of two financing agreements signed at the time of the Cooperatlon
Council meeting (12 June 1979), the Moroccan representatives urged thai the
other projects should get under way as soon as posslble. For this
purpose, Morocco was willing to do everything in 1ts power to ensure that
the projected schemes were carrled {through with all p0581ble apeed. )
-With regard'to implementation of the. economic cooperaiidn provided for »
under Article 4 of the Agreement, the Morocoan Delegatlon referred “to the
suggestions that it was due to presenx to the Cooperation Council on ' ‘
industrial cooperation in the energy, research, envxronmental and

fisheries aectors.

i

II. REQUESTED IMPROVEMENTS - \

(1) AGRIGULTURAL AND AGRI-~INDUSTRIAL SECTORS
e
6. The Moroccaﬁ Delegation requesied a nnmber of - improveménts'to’the'Agreemenf '
which it considered would help to achieve a more satisfactory flow of

Moroccan exports to’the Community market. These improvements oan be summed
up as followss = L TR } S

A. Tomatoes:

(i) More favourable tariff terms, 1ncrea31ng the concession from 60% to 80%
and extending the end of the relevant period from 30 Aprll to tha ‘end
of May; 4 : o ‘
(ii) In the context of the Common Agrlcultural Policy, the Community was asked
to0t

« freeze the present reference price,
. apply the reference price as at 1 May', ;
« establish a aoznt consultative framework for the purpose of fixing

/

this price.
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B. Preserved sardines:

(i) overall duty-free quota of 20 000 tonnes of preserved sardines-

of the Community.

(8
-

C. Preserved vegetables:

,(11) allocation of this overall quota by Morocco among the various markete ow\’,'

(i) inclusion of tomato concentrates among the tariff.reductionsi -f\ff?fﬁei{f
provided for in Article 15 of the Cooperation Agreement, VY Q,']ﬁ%f“"

(ii) for the purposes of promotlng the development of the Moroccan
agricultural foodstuffs industry, the Moroccan Delegaxion requeeted

the Community concessions llsted below:

PRODUCTS

TARIFF HEADING Fo .

RATE OF REDUCTION FROM THE

,CCT REQUESTED BY MOROGCO

1. Apricot pulp
2. Apricot halves
3. Apricot halves'

4. Apneot ha.lvee in syrup ‘

5. Beans in pod
6. Gherkins

Te Tomato‘juice

20,06 BII ¢ 1 ex 'aa’
20.06 BII b7 ex bb
20,06 BII 0 2 ex b
20,06 B IT & X7 Wb

20.02 G-
20.01 B Other

20,07 BII b ex 6 oo

’
!

(' 60%.

~;j60% “:h fj:i?: : H;?,;.,
.- 60% “;;Vf oo .

. 6ok )
sk

- 50% "’f} o :~,'

‘inclusion. of this product
in the Agreement under its
tariff heading for ihe

purpose of qualifying for
duty-free entry Vo

'

L f

\

Bl

D. In the case of frozen fruit ‘and vegetables (an emergent 1ndnstry aimod at
promoting modernxzatzou of the agrionltural eeotor), Herocco requeeted the

,; D 2 . R .
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. (2) * INDUSTRIAL SECTOR

'~ rules of origin, Morocco requests that full use be’ made - of Artlcle 28 of e

) making any neoessary cha:ngee. the light of 'bhis provision, the Moroooan
Delegation requested derogationa., o .. ~ AR AL 3
(i) in respect of clothing1 allow the use of fabrios originatlng ‘ :
in thn‘d oountries, 'thereby éxtending the scope ‘of the present : g

(iz) allowing woollen and cotton yarn intended i‘or the ma.nufa.oture of handwoven

() ENLARGEMENT‘O

3

,wf71’

Gomaurdty tariff seacesslons Lletsd bulew, withovd prgudied te wy prefsreniing

{reatment currently accordst 4o such agporie by Frauce:

"Rate of reduciion requ.estod .

CCT heading - ‘ ' I o by Morocr‘o e
07.02 Vegetables (whether or.not cooked), 80% L T AR ‘.'vg' R .
preserved by f‘reemng. C B R e
. B. Other ‘ - " ) . - K E : - ' ‘ " g ;u."". i" S . ‘ . ?
08.10° Fruit (whether or not cooked), ©7 fall eiempiicn :":l g
o preserved by i‘reez:mg, not: conts:ming T o Y e 4

added sugar RS SRR S e
20.03 Fruit preserved by 'freezi'ng,c B . 80% - B ; o

containing added sugar Ve Lo TR i B

B. Other : o P RTINS

»

Voo

‘7. For industrial prodo.ots,' with partioular reference *to the relevant

Protocol No 2 concerning the definitioh of "origingtmg products", which
provides for an annual examination of the rulos of origin with a view to

deroga.tlon, which is due $o expire on 30 June 1980' '

car 99"52 t0 e Obtained outside the Comnunity and Meghreb narketr

8. Lookmg ‘ahead %o 'the economic and soo1al implioations of‘ enlargement for '
its country, the’ Moroooan Delegation aa:.& tha.t the Coopera:tion Agreement with 3

. ;\'

TUndér the Agreement only, fa.’brios ma.nufaotured m the Maghre‘b or the Gomunity

SBaY be used.
Under ihe Ag'reement only yarn origlnating in the Maghreb or 'khe commuhrty may ,
be used. ey j ';

Catches by Moroccan fishing, \?els on the hzgh seas must 'bransz_t via a :
XMoroccan pord in opd¥= tc,s ‘ with 'tho x'ule of di.reou trmpor* before "oemg
sold on @ maﬁk §a S , C




- 8 L] ‘
the EEC might well bacome mom!.nglou mon upwowtnﬂ mqwnl wera %a&un

in good time. -

The economic struc'turee and lines of m'ﬁuctior ‘ot“ all three States that . ‘had
applied for access:x.on were much the same as those of Morocco, espeoially :
in the agrlcultural and agm-industrial sectors, with the result that the - 1
enlarged EEC would mevzta.bly ‘be self-gufficient wrth regard to the produots e

’chat had’ been Morocco'e ‘main exports._ e S oL

T . ’ e W .
) - » .
f . R

"In addltlon, the 'ooun'trles concerned had & sizea.ble pool of 1abour and 'bhe:.r:‘ =
nationals would be in a better poai'l;ion {than Moroccan workers to find a aoh

Y

in the Commumty. _ S :,“f.
-The Moroccan Delegation a&vocafed a comprehensive approach to ‘the iv'arioué
- problems inherent in enlargement rather than successive 'bechnical 4
amendments o the Agreement a.fter ea.ch new acneseion. g AT v ‘:f".f ; ;.i»

. “ S,
- [ . . , P LT

: L : T
It also called for the esta‘bliehment, under Artiole 50 of the Agreement, o
- of an ongoing dzalogue 'between the Gomity and Horooco in the form of o ".“‘V i
‘consul‘ta‘tions throughout the negot:.a.tions on enlergement, eepeoially in

b - ' R T ‘,“

connection mth Spain. Sl

IIT. THE COMMISSION'S ASSESSMENT SR

. "(

" 9;» The. Agreement in rhs entlrety haa been in operation suoh a short time that
it is not yet possible to draw amr )ﬁnal oonolnsions ee %o the expeo'ted results.

PO

. A more precise assessment m.ll ha.ve to wai't until the various p:rov:leions of RS
‘the Agreement have been given full .play. . Nonetheless, the fol'lowing ooments o
'oa.n be made already at this sta.ge: R L e e PR

L IR

The main cause -of the EEC'S growing trade Burplue m.th Horocco recor&ed in -
recent years is the sta@anon of Comunity :unporte of” Koroooan goods. o :
‘ However, it should be noted that this surplus dropped. eignifieantly in 1978
compared with 1977 owing to a deoline in Comnnity exporte a.e:' s reSult of
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the measures adopted by Morosco at the beginning of 1978 pursuant to

Article 28(2) of the Agreement. Manufactures are also accounting for an
increasing share of Moroccan. exports (22% in 1977'compared with 1147% in’
1975), reflecting the progress made by industrialization in that country

and greater diversification of its exporis. Despite favourable developments
in certain seciors, there contlnues to be a Bignlflcant imbalance 1o - Y

Morocco's disadvantage, as was observed by the Cooperatxon Counc11 at its

flrst session on 12 June 1979.

10. Though the Community had had to adopt certaln measures in’ respect of
Moroccan textile exports, aooount has to a large extent been taken of

existing preferentlal relatxons. anetheless these measures derogate from
the rules of the Agreemenx and the situaxion should be brought back to |

normal as soon as possible. _

11+ Since 1975 Moroccan exports of agrlcultural products to “the EEC have
held their own, given the general market 51tuax10n.' Though the main exporte_'
continue to be citrus fruit, tomaxoes, preserved f1sh capers and olives,

there are certain signs of grea,ter diversification '(generally spea.klng, the -

rate of growth is higher for prepared and preserved produots than for fresh
products) .o L :
.With regard to'the improvements requested Ty %he Moroccan Delegation in -
the agrlcultural sector, the COmmlssxon is opposed to any substent1a1 .
changes in view of  the trada trends descr1bed above and the fact that more
than 80% of agrxcultural products are covered by the present preferential
errangements. However, ihe. followzng comments may be made: ‘ o

The present system of tariff'quotas for preserved sardines. is autonomous.‘
and was introduced on a provisional bas:s pending the application of the
arrangement laid down in Article 19 of the Agreement (unlimited exempt;on‘~
from customs duties, subject to observance of minimum. prices).’ The Teason .-
for this provisional solution was that the Moroocan Delegatmon did not

consider, -ai the time of the negotzations on the Agresmeni “that it was able B

at that stage to agree %o appliceiion of - the minlmum prlces system. s

I\
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the measures adopted by Morocco st the beginning of 1978 pursuant to
Article 28(2) of the Agreement. Mamufactures are also accounting for an
increasing share of Moroccaﬁ exports (22% in 1977'compared with 11.7% in’
1975), reflecting the progress made by industrialization in that country
and greater diversification of its exports. Despite favourable developments _'
in certain sectors, there contlnues to be a signlflcant imbalance to
Morocco's disadvantage, as wae observed by the Cooperaxlon counczl ai its

| flrst session on 12 June 1979. '

10. Though the Community had had to adopt certaln measures in respect of '
Moroccan textile exporis, account has %o a large extent been taken of
existing preferentxal relatzons. Nonetheless these measures derogate from
the rules of the Agreement and the aituaxion should be brought back to -

normal as soon as possible. -

11. Since 1975 Moroccan exports of agricultural products to the EEC have
held their own, given ithe general market 81tuaxion.‘ Though the main exports
continue to be citrus fruit, tomaioes, preserved flsh capers and olives,

there are certain signs of greaier dlversiflcatlon ‘(generally epeaklng, the . -
rate of growth is higher for prepared and preeerved prodncts than for fresh
products) o S ' co L

.With regard to'the improvements requested by the Moroccan Delegafion in -
the agr1cultural sector, the: Commzasmon is opposed to any substantial
changes in view of the trade trends descrzbed above and the fact that’ more
than 80% of agr;cultural products are covered by the present preferential
arrangements. However, thse. followlng comments may be mades ’ o
The present system of teriff'quotaé'fqr preeerved sardines is autonomouev' K
and was introduced onia provisienal basis pendiﬁglthe application of the
arrangement iaid down in Article 19 ofxthe Agreemeht (unlimited eiemptiehﬁ\
from customs duties, subject to‘observance of minimum. prices). The reasen ‘
for this provisional solution was that the Moroocan Delegatzon did not
consider, at the time of the negotlations on the Agreement $hat it was able

r'

at that stage to agree to application of- the minimum prices system."'“

A

PR
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' ’-,E*proposea in 1975

Should Morocco now be ina posit;on {0 aooep'b this system, ’che exemption .‘
from customs du'b:.es provided for in the Agreement oould 'be a,ppli.ed mthout
any quantitative restrioctions In that ocase,- “the Gomunxty might snggeat

%o Morocoo that Article 19(3) of the Agreement be applied and proceod  3;
acoordingly .to the attached exchange of letters incorporating a table of B
minimum prices to apply from the date on’ which this mhange of 1ettera

. 'ta.kes ngect. :.’ B ‘ S : .. \ . . . v;‘ o .‘4. »4 .'“,‘ ‘.)"._ e

1

o .
; il L ."\I,’.. .

‘ fIn the. oa,as'of’ tomato concentrates, it will be remgmbered that when the .

| '»Cooperatlon Agreement was :m the process of. negotiation 'the Conmm:.ty - :
offered Morocco a tariff reduotion of 30 % under a’ vohm'ﬁary restraint i

: .arrangemqnt. Morooco! 8 req'ues’c that this produot 'be covered by the Agree—‘
- ment . thqreﬁq;'e seems acoepta‘ble, subaeot to the same a.rranpnent as . was

‘f,. 2T ‘Jreuxsa Bewsior
: }z-z-vu 1

a0, e uade alrf

(1) By way of example, EEC i.mports of Moroocan gooda 1n 1976, 1977 and
1978 averaged approximately 6 200 tonnes. RIS S

ol

Y Lo

1 . ] e

(2) See document 54/44. R
(3) Under the relevant exchange of letters, the oa.pa.ci.ty of the reozlpients .‘
used for bulk transportation of wine must not exceed 25 heotolitres.. O
As a transitional measure, the Community agreod to raiae this li.mit
to 200 heotoli“ares from 1 April 1978. Lo A e RHE
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" protection of Communlty 1nterests.-.‘ It would be " drawn up

by the Customs Cooperation Committee, which was directed at the ;""'*

-1l -

It would therefore seem reasonable to meet the Moroccan wishes in this
matters For this purpose the Commission prc’poses'tha‘c the tariff exemption’
for Moroccan quality wines exported in bulk applicable, under the Agree-
ment, for a perlod of two years only, be exﬁended for a further two—year 8
period up to a limit 10.000 heotolitres a year.- : S

o With regard to industrialiproducts, the Commission takes the viewffhét

N

the Community could conaider, with an opén\mind, the requests for derogations

from the rules of origin requested by Morocco in respect of olothlng, hand- ;

woven carpets and fishery productse Each derogation,. should be
accompanled by terms and conditions ensurzng satlsfaotory .

Cooperation Council's Firs?® Session to examined any customs matters that ;
had not yet been settlede i '

/ \

In response to the feaih expressed by the Moroccan Delegation regarding tha. 

t
C v

consequences of ehlargeﬁent of the'Community, thé‘Commission does not
consider Article 55 of the Oooperatzon Agreement to be a sultable context

~ for an assessment of this matter. ,In its recent report to the Council on

the implications'of enlargement, it gtated its 1ntent10n of proposing, atf
a later stage, practloal solutlons aimed at protectlng the cooperation ‘ .
policy xnltlaied by the Community with the Mediterrianean oountrles in

A

NS NDG- APPSR D

~ .
e R kot e

partioular.. Nbedless Yo say, the Gommunlty will make full use of Artiole f»; <,f:”

50(2) of the Agreemenx, which provides for consultations in the’ ovan# of ' '”

a third State aooeding to the Community so that the :i.n'beres'ta of the
Contraoting Parties may. be ‘taken inxo oonaideration. ST

i S

SRR ]
L § : [
o >
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'14. The Comissxon 8 proposa.ls are summed up ‘below 3.

P . o N - [
B e et s
o W
5 ‘ p A . i *
t " i, M
N g .

 CONGLUSION = o . .o

1 e e L0 o )‘

- Extension of the conoess:.ons provided for :m the Agreement to ccver

Voo ) | »ir

tomato conoentrates H

| - conclus:on of an exchange of letters with a view 'I:o applioa’cion of‘

', ~In formuhtmg these propoaala, the Commisnon aama ‘thai ﬂ;e dﬁro,-
Ry Gﬂtibn, fér umain produota, from the suspenaion of thc apoeial :
0 igreatmant tppltod in respeot of the mporta.tion of Ea:occan goods into

- exa.mination in an open sp1r1t of Moroooa.n requ)ests for deroga:t:.on A

. the ooncessmn prov:.ded for in the Agx‘eement in respect of preaerved
sa.rdines; EEEE T ' e ‘,.
- extension for a further. two years, and subaeot to annual 1imits of : -
10,000 hectolitres, of the derogation from Article 21.2 ofthe Agree- ', :-'b" 7
ment for Moroccan q-uali’cy wines tra.naported in bulk Lo : CEn

" from the rules of origin applicable to certain a.rti.cles of clothing,
handwoven carpets: and fishery produocts (d:.reot ’cransport roqnirement)

it 'bein.g understood tha'b conditions acoeptable to: tho Ommi,ty would

‘oe dstoruined by the Comnittea on Custons cooparationu 'ma COxnission
in to put forwa.rd proposa.ls on this matter :m due como.

" a Heuwbor. State could be. extended boyond the date. i:ﬂioated in the .s e

iz ey

| ”In ad&ition, the Gommiss:lon does not consider “that ‘tlm jm&wﬂwum
bo justifie& in requesting- Morocco at this s'taee 'bv inprova the. provisions

: quohange of le‘ctars on this su'bject which is annend t ”“f’thqf&greenent.

Py mav’—-—v

8 ooncorning its treatment of Comxmmi‘by gooda in v:lew of &,roeco 8 large

, " ‘brade deﬁci‘b. : ‘ ' U A -  e e = }\f’i

R AR t

.

R

The Commssxon recommends to the Counci.l 'tha:t negotia‘tiona bo opened
with Morocoo on the ‘basis of the direohves annexed to thia oomnication

with a View to implamentahon of Artiole 55 of the Agroement. ORI
.b " i‘ ‘ SR A ‘;~. ‘A S ‘
§ K

. IS
by ;
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A
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Recommendation for a

F

COUNCIL DECISTON ~ °* . %

authorlzlnﬂ the Commission tn conduct: negotlatlcns w1th a view

to amending the cooperatlcn agreement between the European ':["'

.....

Economic Communlty and the K1ngdom of Morocco

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

R

Having regard to the Treaty estebliehing the European'Econcmic;pommunity, _

fane e s e Y e

Having regard {0 Art1c1e 55 of the Cooperatlon Agreetent concluded between

the European Economlc Ccmmunlty and the K1ngdom of M rocco, v‘.&;; ,:,,Hv@_,ﬂ.

i ga— S Ay e ?'"V T

Hav1ng regard to the Recommendatlon from the Commlss:

Whereas negotiations should be conducted with & Ylew tc fhe}impiementation
of Article 55 of that Agreement, : R '

HASDECIDEDYAS.FOLLOWS: RN I R ST

Sole Article ..‘

SR

The Commiesion is hereby authorized to conduot negotiations, on behalf
of the Communlty, with a view to amend1ng certain provisions of the |
Cooperation 'Agreement between the European Economzc Communlty and the '

Kingdom of Morocco.

744 ghall conduot ,such negotlatzons in accordance with the directxves L

contained. 1n the ' Annex, in consultax1cn with the spec1a1 comm1ttee
provided for in Artlcle 113 of the EEC Treaty.fv. _;,V“V"‘“
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. NEGOTIATING DIRECTIVES
1. Mofoocp would Befdffered the concessionsfiistad beiow:E "
20.02 ex o " tomato céﬂcenﬁra&és 30% reduction subJect to & ;"

s S <“voluntary restraint -/~
A ‘ ‘ " ) arrangement calculated on .
the basis of the growth of o

v B ;{*‘ L 1?: ;,945; - Community imports from’
' S . ..ot Morocco in the-past.few
oo e years and the situation in"

. .respect  of available' Community
- suppliea of this preduct. . =

o

2. Extension for a further two years of the facxl1ty provxded for in the "
declaration annexed to the Agreement whereby Article 21(2) can be -applied r“
~ to quality -wines exported in bulk, referred to in the exnhange of letters of

© 11.3.1977, up to a limit of 10, 000 hectolltres a year. i R ,‘F:T*'

_3. The Commission will prOpose to Morocco the conclusion -;1!”””;‘1_‘ffi“]“;
of the Agreemeni in the form of an~exchange [ | !;:-;;;w;ww;; f
of letters with a view to applioatxon ‘of the tranment prov1ded for 1nT-I'L‘J
~ Article 19 of the COoperat1on Agreement in respect of pregerved sardineé;'?

4. The Commission w111 conwey the Communltyvs lnﬁentxon of examlnzng, with1n'
the framework of the Customs Cooperation Committee, the possxbility of a. .;}_
. derogatxon from the rules of . orzgin appllcable to certain artiolesiof w‘ .
¢lothing, handwoven carpets and fzshery produots (direot trangport) On ~ff,i
terms saixsfactory to both partzes.g Ll Dk S

s
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ANNEX II

‘ANOOIMENDATION POR . \
COUNCIL REGULATION (EEC) . o

concerning the conclusion of the Aoreeqent 1n the form nf an exchange ’

T

of 1etters between the European Econom1c Communltv and the k'

N g ey B g A

K1ngdom of Morocco 'wmﬁh

THE COUNCIL OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European Economlc Communaty,
and in. particular Article 113 thereof, : : ' e

, , Sy
Hav1ng regard to the Cooperatlon Agreement between the Euronean Economlc
Community and the Klngdom of Morocco 91gned on 27 Aprll 1976 '

s N s o W e R .W'_’-" T ey TG e

' Having regard to the Recommendatlon from the Comm1381on,

e e

Whereas. the exchange. of letters provzded for in Artxcle 19 of thel’
Agreement between the Buropean Economlc Community and the Kingdom of
Morocco should be made,mlf E : L

HAS ADOPTED THIS REGULATION:
Article 1
.The exchange of letters relatzng 1o Artlcle 19 of the Cooperaxmon
i K Agzewment between the European Economi¢ Community and the Kingdom of
Morocco is hereby approved on behalf of the Community.

The text of the exchange of letters is annexed to this Regulation;'
v “Arficle.Z '

The Presldent of the Coun011 is hereby authorized to. de81gnate the person -
empowered to sign the exchange of 1etters in order to bind the Community.

{

Article 3

This Regulation shall enter into force on the day following that of 1ts
publlcatlon in the Off101al Jourﬂfl of the European Communlties.‘»' -

'

\

} . .
o e e .
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‘This Regulation shall be binding in its entirety and directly applioable
in all Member States. ) T o L ‘
/ . ‘
P Sl
i Xl } 4
Done at . : , : o
. s
: " .for the Council
The President . -
' 1 . .
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EXGHANUR OF LETTERE R iy A

relating to Article 19 of the Cooperation Agreement -
between the European ‘Eoonomic Communlty and the -

Kingdom of Morocco

" Letter No 1 -

Sir,

Pursuant to Artlcle 19 of the Cooperation Agreement between {t+he Buropean .
Economic Community and the Kingdom of Morocco signed on 26 April 1976, 1 .

. have the homour to 1nform you that Morocco agrees to the appllcailon,

fTOM eeoesve TO sesvccey of the minimum przces referred to in: paragraph 1

of that Article and annexed to this letter in respact of COmmunlty

imports of prepared ‘and preserved sardines falllng w1th1n subheadlng 16. 04 D
of the Common Customs Pariff. ’ o Lo

i N

The Government of the Kingdom of Morocco undertakes, moreover, to ensurq-"
that the prices charged on imports into the Community from ...... shall
not be less than the prices .set in the Annex. and also to prevent any o
deflectio\noftrada.f' o oL e

i

___Please accept, Sir, ithe assurance of my highes#kOOﬁBideraxion,‘f‘i

v

For the Government of Meroqco

D IR
i
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letter No 2 o
Your Excellency, .

]"., have the honour to acknowledge receipt of your letter °f.‘_"°day's o
date, worded as follows: - .

"Pursuant to Article 19 of the Goopera't:.on Agreement ‘between the ’
European Economic Community and the Kingdom of Morocco signed on o
26 April 19’{6 I have the honour %o 1nform you that Horocco agrees, ~ o
. %0 the application, from seeesss 0 esceoss, Of the minimum prices .
referred to in paragraph 1 of that Article and annexed to this letter
“din respec't of Community imports of prepared and preserved sardines
fallmg within su'bheadmg 16.04 D of the Coumon custom Tariff. :

'

The Government of the hn@om of liorocoo undertakea, moreover, to »
~ ensure that the prices charged on mports in‘to the Gcmnnity from .;.....
‘shall not be less than the prices set in the Annex anﬂ alno to provent
any deflection of trade. R TR . f e

o

~

Please scoept, Wur Excellency, the assurance of my highest comsiderstion. - :

t

e

.. on behalf of the Counoil of the SR
g 1 European Gonuniﬁu R RN

t A S
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‘ ANNEX
s M| T | o | oo | R
. . Comrsunity:
i | | o] e | Gom | —
R other
Recung-ula;bc;uoxm : ,
Yo club 20 2 56 .| ' 95 53 060 170 | 1080
%, club 25 2% | .80 120 25 | 070 1365 | 1260
Vi reduced 18 2% | 130 30| 07 | asor | 1w
Ve club 30 3% 9 .| 140 03. 080 | 1560 1440
b special 25 3% % 140 % | o8 " 1658 | 1530
Y% low plas 2% 3% | 95 145 96 090 | 1285 | 1620
by club 30 4% 125 0o. | - 125 .
Yo P25 . 76 | 125 ‘ !
eousual 22 ' 3% 105 80 | 1% 0 ek - 1700
W (club 30) , S ' 188 | 130 B '
e usual 24 % | e | s 125 | - 110 | 2145 1980
Y% usual 30 5% 150 240 | " 169 ' o o
b club “0 6% 175 250 178 130 2535 2340
b, P30, | ' 250 187 _ -
b American 0 | 7 200 | 300 -| 207 160 320 | 2880
Vs usual 40 ou | 260 326 250" |
T 4 R ;337 | 250 180 as10 | sra
Y club long - 40 8% | 248 3200 | 241
iy low ,30 | 94, t 260 370 ‘. 245 1220 4290 3060
s usual long 40 uv | a2 a3 | a3y | 250 w5 | 4500
be usual a | u i a0 | e 2018|260 070 | 4680
Vs large 0 | ukc| o as 460 ) 330“ o o -
o 270 |- 5265 | 4860
by P 476 375 :
7 so2 | 750 N T I
~. DY I 465 90-68 83-70
2 80 27V | 780 950 m ' R
Oval bouomi ‘
b oevl, 40 15 425 .| 555 452 340 | 630 62
x:
“ °
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FINANQIAL 'T&THM'NT . L———w

vate : 17 July 1979

- T R

1. BUDGET HEADING : 120 (receipts) approaIaATION - 4,745.5 MEUA

Lo 2= ST R

Improvement of the concessions envisaged in favour of

2. TITLE :
Morocco in the Co-opero,tlon Agreement . o

3. Leoat easis : Arte 113 . 0f the Treaty ‘ _ SR

4. AIMS OF PROJECT : Application of a. reductlon in fariff on the import of
-t;omato ooncentrates of Moroccan or:.gln _ '

.
.

5. FINANCIAL IMPLICATIONS . |PERIOD OF 12 MONTHS | CURRENT FISAYICIAL YEAR [ FOLLOVING FHYNCIAL YERR
) ¢ ) : ¢ )
5.0 EXPENDITURE " ( ” - - ;
~ CHARGED TO THE EC BUDGET - : SN S S o S :
(REFUNDS/ INTERVENTIONS) . : ‘ , . ,
~ NATIONAL ADMINISTRATION ’ ‘
« OTHER
5.1 RECFIPTS » .
~-.Ovin Ressources of the. EC - 200,000 EUA . - , - 200,000EUA . -
KDEOEK/ CUSTOMS OUTIES) . : = : , ‘
~ NATIONAL ’ -
. 1981 . 3982 | 1983
5,0.1 ESTIMATED EXPENDITURE : - e b
5.1.1 ESTIMATED RECEIPTS - - 200.000EUf.,~ ZO0,000EUA 4 200,000 EUA
. . i \ . e ‘ .
5.2 METHOD OF CALCULATIN  Maximum imports . 6,200 te
i Reduction of 30 % of the
—___CCT Duty of,18 T m 32,4 Bcu/%.

L *(})ased on a reference pm.ce o R
of 600 ECU/T.) r - ~ .

7

mmmmmmmmmmmm C T XORRN

Ko
io6. ’ " )

| OBSEAVATIONS : : RN B A
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COMMISSION OF THE EUROPEAN COMMUNIRES

ANREX
IR TR IR

Recommendation for a

couchL DECISION

authorizing the Commission to conduct negotiations
with a view to amending the cooperation agreeﬁent
between the European Economic Community and the

Kingdom of Morocco

Recommepdation for
COUNCIL REGULATION (EEC)

concerning the conclusion of thé Agreement in the
form of an exchange of letters between the
European Economic community and the Kingdom
| | of Morocco

(submitted to the Coﬁncil by the Commission)

COM(79) 475 final /2 ANNEX |
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ANNEX

REPRESENTATION OF THE KINGDOM OF MOROCCO
TC THE EUROPEAN COMMUNITIES
BRUSSELS

FER W T BRI F 30 H T F 363 TR I I H I W T K H WKW B I T K I I B KT W K R KR

AIDE-MEMOIRE

PRESENTED TO THE COMMISSION OF THE EUROPEAN COMMUNITIES
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Exploratory talks

First review of the results of the EEC~Morocco Cooperation Agreement

Srussels, 21-22 May 1979
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INTRODUCTION

The Cooperation Agreement concluded between the European Economic
Community and Morocco in Rabat on 27 April 1976 entered into force
on 1 November 1978.

An Interim Agreement had been concluded to apply the trade provisions
of the Agreement pending the completion of the ratification procedures

and remained in force until autumn 1978.

This "interim period™ was marked by numerous difficulties affecting the
marketing both of certain agricultural and agro-industrial products and
of industrial products. Article 55 of the Cooperation Agreement
specifically states that the two Parties shall review the results of
the Agreement, in the first place from the beginning of 1978, and shall
coneider any improvements which could be made by either side "on the
basis of the experience gained during the functioning of the Agreement

and of the objectives defined therein".

The purpose of this document is to make a rapid assessment of the results
of the Agreement -~ particularly of the application of the trade
provisions -~ and to propose a number of improvements that appear

necessary in the light of those results.

The implementation (at the "exploratory" stage) of the review clause
embodied in Article 55 of the Agreement has coincided exactly with the
completion of the first stage of the second enlargement of the Community,

namely with the signing of Greece®s Treaty of Accession.
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While the adjustments proposed by Morocco in the context of the review
are particularly important because of the forthcoming enlargement, it

is quite clear that the long-term repercussions of this process

threaten to undermine the very foundations of the Cooperation Agreement

and the future of the relations between Morocco and the Buropean Economic

Community.

This problem is the subject of the second part of this document.

o

A - e g e
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A.

TREND OF TRADE BETWEEN MOROCCO AND THE EEC

®
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A. TREND OF TRADE BETWEEN MOROCCO AND THE EEC

STRUCTURE AND TREND OF TRADE

The total volume of trade between Morocco and the EEC has grown
steadily, from DH 4 963 million in 1973 to DH 9 641 million in 1978.

Throughout this period, the proportion of the total volume of Morocco's

external trade accounted for by the EEC has been in excess of 50%. 1In
1978, that proportion was 51.8%.

DH million

1973 1974 1975 1976 1977 | 1975
Total volume of
external trade 8 430 15 732 |16 630 |16 B62 {20 26) |18 622
Volume EEC 4 963 8 279 | 8.762 | 9.182 |10 617 | 9 641
% EEC 58 .8% | 53% 53¢ . 54 529 514

Morocco's imports from the EEC

These consist essentially of industrial products (semi-manufacturss,
agricultural and industrial plant and machinery, and finished cousumer
goods)g‘ The wvolume of imporis has increased considerably since 1973,
from DH 2 545 million in 1973 to DH 7 340 million in 1977, falling back
to DH 6 076 million in 1978,

The drop cbserved in 1978 is the result of meascres adopted by the

Morocczn Government to reduce its payments Z:ficite
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The EEC accounts for around 50% of Morocco's total imporis. This
percentage has to be revised upwards, however, if account is taken
of the - increasing - purchases of energy products, foodstuffs and
products of animal and vegetable origin, which are mainly effected
outside the Community. If these three categories of products are
excluded, the EEC accounted for 68.51% of total imports in 1976,
66.46% in 1977 and 69.08% in 1978.

The trend of imports of industrial goods clearly demonstrates the

Community's preponderant role as the source of such purchases:

DH million

Total imports Imports from EEC % from EEC

1976 1977 T El IO [ T9F7 | 19768 | 1976 | 1977 | 167¢&
Semi~finished 7 356 |2 963 |2 743 |1 588 |1 55 |1 700 | 67.71 ) 62.60
products
Industrial plant 3 344 |4 796 |3 259 |2 326| 3 280 |2 360 | 6$.55 1| 68.39| 77,45
and machinery
Finished agri- 110 173 127 59 150 106 | 80.901686.70) 64.7¢
cultural equipment
Finished consumer |1 326 |7 350 |1.196 |1.015} 1 023 907 | 76.54 | 75,77 | 75.80

goods

Moroccan exports to the EEC

The EEC is still Morocco's biggest cusiomer, exports to the Community
accounting for 57% of total Moroccan sales. It should be noted that

the EEC's purchases from Morocco cover the whble range of Morocco's

export products (fresh and processed agricultural products, products of

mineral origin, semi-finished products and finished consumer goods )«
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However, the proportion of agricultural and mineral products remains
preponderant.

Although Moroccan exports to the EEC grew steadily from 1970
(DH 1 667 million) to 1974 (DH 4 O71 million), they fell off appreciably
in 1975 and 1976. In 1978, they were slightly above the 1975 level.

1973 1974 1975 1976 1977 1978
France 1 264 1 705 1 356 1 324 1 449 {1 660
Germany 365 745 406 537 613 667
Ttaly 259 554 465 407 356 374
BLEU 157 444 420 309 297 | 295
Netherlands 157 236 224 242 246 275
United Kingdom 176 443 418 322 252 250
Denmark 17 51 50 28 46 32
Ireland 23 93 36 21 18 12
TOTAL 2 418 4 071 {3 375 3 191 3 277 |3 565

TRADE BALANCE

Morocco's trade deficit with the EEC has increased constantly in recent
years, reaching DH 4 063 million in 1977 =~ i.e. over 47% of Morocco's
total external trade deficit — compared with DH 127 million in 1973.
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The reduction in the deficit recorded in 1978 was due essentially to

a drop in imports following the Government decisions mentioned

earlier.

Morocco therefore wishes to draw the Commnity's attention to its very

keen concern at the way this situation is developing and to the urgent_

peed for an improvement in the trade balance.

“

EEC as % of

total deficit

48,43 %

46.86 §

1973 1974 1975 1976 1977 1978
Tmports - 2 545 4 209 | 5 388 6 091 | 7340 |6 075
Exports 2 418 4071 | 3 375 3191 3277 |3 565
Balance - 127 - 138 | -20131-2800 |- 4063 |-2511
Yorocco's total |- 938 - 852 | - 4 156 |- 5975 |- § 542 |- 6 100
deficit
ficit with the| 13.54 § 16,20 % 47.56_% 41.16 ¢
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AGRICULTURAL AND AGRO~INDUSTRIAL PRODUCTS

Moroccan exports of agricultural and agro-industrial products to the

EEC have evolved in an overall context shaped by:

(1)

(i1)

(iii)

(iv)

the existence of a common agricultural policy based on appropriate
instruments and considerable resources intended 1o ensure an
ever—increasing income for the agricultural sector; this has
given rise to a self-sustaining development process in certain

branches;

Community regulations allowing free competition but aimed at a
policy of market discipline, dictated by the desire to protect

Community produciion;

the EEC's overall Mediterranean approach, the aim of which is to
ensure an equilibrium and equality of treatment between the
associated countriese. This approach tends to have a levelling

effect on the tariff conceBsions granted;

increased competition resulting from the development of exports
from third countries which have found an impetus for expansion
in their agreements with the EEC and in the progressive
improvement of the advantages granted by the Community.

In the context of the rapid developments in this situation, Moroccan

exports have declined somewhat as a result of:
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(i) the increasingly effective nature of the protective mechanisms
established by the EEC; these mechanisms have been introduced
to ensure the orderly development of sectors that are considered
sensitive but have the effect of handicapping the development of

Moroccan exports;

(ii) the insufficient resources Morocco has available to adapt rapidly'
to the new situation caused by the transition from a traditional,
privileged regime - accorded by one Member State - to the
arrangements under the Morocco-EEC Agreements (1969 Association
Agreement and 1976 Cooperation Agreement).

This decline is all the more disturbing as it comes at a time when, in
the spirit of the preparatory negotiations for the 1976 Agreement,
Morocco has had to draw up plans of action for the principal sectors

of its export trade with the Community (citrus fruit, early vegetables,
agro-industrial products), the practical application of which is in
danger of being compromised by the constraints currently affecting aécess

to the Community market.

It is therefore necessary to undertake a review of the provisions
governing Morocco's agricultural and agro~industrial exports,; while
bearing in mind the advantages granted under Protocol 1/7 to the Treaty

of Rome.

It is quite clear that the trade provisions of the present Agreement
contain certain shortcomings - as Mbrocéo stressed when the Agreement
was negotiated — in the form of insufficient tariff cc.cessions,
aggravated by the constraints imposed by the Community's regulatory

mechanisms,.
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This situation is all the more disturbing as the prospect of enlargement -
with the accession of important competitors = represents a serious threat
to Moroccan agricultural and agro-industrial exporis to the Community.

1« CITRUS FRUIT

Until 1969, Morocco enjoyed total duty-free entry to France, where it
marketed two-thirds of its exporis to the EEC. The 1969 Agreement
provided for a tariff preference of 80%, which was not improved in any

way when the 1976 Agreement was signed.

However:

Spain, under the 1970 Agreement, received a 407, concession even though
it had paid the full tariff (CCT) before that date;

Israel, which was in the same position, has seen its level of
preference increased to 40%, then to 60% and recently to 70% for
oranges and 80% for grapefruit;

Greece has enjoyed total duty-free eniry since 1961.

Moreover, the various preferences accorded are subject to compliance with
a reference price. This provision made some market organization

possible until 1974, when the reference price was frozen in favour of an
jntervention system intended to siimulate domestic production (marketing

premiums).



ST E T AR S

The developmeni of this situation has led in particular to:

Te An increase in exporis from competing countries and an improvement
in their earnings from production.

(Spanish exports increased from 1 060 000 t in the period 1970-72 to

1 360 000 t in the period 1973~78).

2. Fierce competition which has blurred the natural price gap
reflecting the quality differences according to origin.

The price differential traditionally enjoyed by Morocco's high=-class
varieties has been much reduced as a result. During the negotiations
prior to the signing of the EEC~-Morocco Agreement in 1976, the Moroccan
side had drawn the Community's attention to the above disruptive
effects and had requested a strengthening of the market machinery,
notably vias

(i) provisions maeking the contracting States responsible for the actions
of certain firms liable to create abnormal conditions of competition

on the market;

(ii) more rigorous control of the prices charged on the representative

markets in respect of the countries that supply the Comminity.

An Exchange of Letiers on the provisions of Article 5 (sic) of the
Agreement in respect of the subheadings of heading No 08 02 of the
Common Customs Tariff was drawn up to that end.
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3. Erosion of the advantages granted to Morocco as against the

progressive improvement in the concessions. given to other countries.

The tariff preference of 80% had been introduced to compensate for:

the geographical handicap faced by Morocco compared with the

Community's main supplier; and for
the advantages previously enjoyed by Morocco on the French market.

In reality, however, we have witnessed a reduction in this preference

as a result of:
the advantages given to-.Spain;

the increase in our freight and transit costse

"

A1l these factors have contributed greatly to the decline in fotal
earnings from citrus exports — this despite Morocco's efforts under
its voluntary policy to diversify its markets and adapt the varieties

it produces to meet the desiderata of the Community consumer.

In the light of the above, Morocco requests total duty-free entry for

its citrus exports to the Community. \




2. TOMATOES
The protection of Community production is based on machinery involving:

1¢ The entry into force as from 1 April, of a constantly~increasing

reference pricee.
In practical terms, this means prohibitive entry prices. Taking the French

market as a point of reference, we find that for outdoor tomatoes:

Between April 1973 and April 1978 the reference prices increased
from FF 1.40 to FF 4.07 per kg, an increase of 200%.

The May reference price increased by 210% between May 1973 and May 1978.

In April 1979, the reference prices, expresseed in units of account, again

increased, by 5% over the 1978 level.

These sharp increases in the reference prices mean that Morocco has to make

heavy sacrifices to adapt to'Community regulations (holding back of quantities).

2. The application of a 60% tariff concession together with an export
timetable extending from 15 November to 30 April.
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As a consequence of the above constraints, Morocco now exports only 30%
of its total tonnage in April/May/June, compared with 70% in 1971/72.

The result has been a constant decline in the quantities exported:

170 000 t in 1973-74 (between November and May)
115 000 ¢ in 1976=77 ( " wyoomom)
105 000 + in 1977—78 ( " " " ) )

In the light of this situation, the following requests are being made as

part of the adjustment of the arrangements applicable to Morocco:

1. There are a number of shortcomings in the formation of the reference

Erice:

a>This price is established on the basis of the production costs for
greenhouse tomatoes in each Member State. However, this cost is based
on production factors (heating oil, greenhouse equipment, land prices)

which are subject to particularly high inflation rates.

B> Moreover, the varietal coefficient - which makes it possible to weight
the reference price for greenhouse tomatoes in relation to outdoor
tomatoes — should be fixed so as to also take into account the increase
in the charges affecting Moroccan produotion'and the higher inflation

rate that Morocco faces as a resulte.

Y> The price applicable to Morocco is obtained from the production cost
for greenhouse tomatoes adjusted by an outdoor tomatoes/greenhouse,

tomatoes coefficient.
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This coefficient, which for the month of April was 250 until 1974, has
however since been reduced to 1.80; and for the month of May, it has
gone from 2.50 to 1725, which puts the reference price at an
artificially high level.

Lastly, the excessive level of the reference price and its constant rise
are acting as a brake on consumption and are prejudicing its nstural
gI‘OW'th .

Accordingly, given the regular decline in our exports, the losses to be made
up, the sensifive nature of the tomato sector and iis social and economic

implications, Morocco is making the following requests:
(i) the freezing of the present reference price;

(ii) the establishment of a framework for consultations between the competent
departments of the Commission and the Moroccan specialized depariments
with a view to adopting by common accord the arrangements for fixing the
reference price while safeguarding the clearly understood interests of

the two parties.

2. The period of application of the reference price:

Although Morocco's tonnage has been declining during this period, Community
supply has not begun to appear any earlier, since the quantities exported
by the Netherlands remained stable during the last five-year period

(100 000 t between April and May) and French production only begins in

the third ten-day period of May and does not exceed 20 000 t during that

monthe
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This leads to supply that is insufficient to meet demand and gives rise to

artificially high prices.

The result is an even less favourable reference price level for the
following yeare. Accordingly, Morocco is requesting that the date for the

entry into force of the reference price should be 1 May. '

While Morocco was encountering increases in its domestic charges and its
transport and transit costs, these increases were noi offset by additional
export quantities, indeed there was an appreciable decline in Morocco's

exportse

As a result, the level of earnings from production has dropped and has not
provided the financial resources needed to resolve the various technlcal
problems and back-up problems that must be faced if Moroccan productlon is

to be reorganized and adapted to the prevailing market constiraintse.

The attainment of these objectives is all the more difficult as the sector
is made up of very small-scale farms (average area two~thirds of a hectare),
with some 10 000 small producérs on nearly 20 000 ha.



- 14 -

NMoreover, on the subject of commercial practice, while Morocco is
endeavouring to adapt to the constraints of the reference price (at the

cost of heavy sacrifices), certain non-associated competitor countries are
(for reasons of their own) putting up with high-level countervailing charges
over long periods of application. This again has an influence on the level

of earningse.

In the light of the foregoing, Morocco requestis that the 0% tariff
concession be raised to 80%, with an extension of the timetable to the end

of Maye

3« PRESZERVED SARDINES

Since 20 December 1977 under a unilateral Community decision, Moroccan
exports have been subject to two quotas (one of 14 000 t at zero duty and the
other of 6 000 t at 10% duty, market allocation and administration being the

direct responsibility of the Commission departments,

- These arrangements have a number of drawbacks:

1. The administrative complexity of the quota adminisiration system is an

the difficulty of satisfying additional demand on certain markets when the

quota shares allocated to them are exhausted;

the refusal of purchasers to enter into long-term commitments with Morocco

for fear of having to pay customs costis should the quota be used up.



‘2, The allocation of the quotas among the various EEC markets is established

——-——-———————-——.-—.————mu———————-—-

by the Community authorities on the basis of the average figures for the
last three years and thus has a twofold drawback:

(i) the reference period (last three years) is not meaningful since that

period has been marked by a cyclical drop in production;

(ii) the proposed allocation is static: it does not take account of the
possibilities of increasing Moroccan sales to each market.

In the light of this situation, Morocco requests that:

(1) a total duty-free quota of 20 000 t of preserved sardines be granted;

(2) the allocation of the total quota among the various markeis making up

the Community market be left to Morocco's discretion.

4. PRESERVED VECETABLES

The Community measures adopted in favour of domestic production (subsidies

granted to the processing industry) have practically put a halt to our

'exports at a time when Morocco has carried out considerable investment at

the production and processing levels.

In order to mitigate the effects of these measures, and in view of the
investment that has been made, Morocco requests the inclusion of this

product under the tariff arrangements provided for in Article 15.

6



In accordance with the provisions of the 1976 EEC-Morocco Cooperation

Agreement, in particular Article 4, which deals with encouraging the

modernization of Moroccan agriculture and promoting sales of its

agro—industrial products, Morocco is making the following requests for

Community concessions:

Product

Tariff heading

Moroccan request

1 Apricot pulp

2+ Apricot halves

3+ Apricot halves

4. Apricot halves

in syrup

5¢ Beans in pod

6. Gherkins

Te Tomato juice

20,06 B II ¢)
1 ex aa)

20,06 B I1 b)
7 ex bb)

20.06 B II c)
2 ex bb)

20.06 B II a)
ex 7 bb)

20.02 G

20.01 B Other

20.07 B II b)
ex 6 cc)

60% reduction of the CCT duty
60% reduction of the CCT duty
60% reduction of the CCT duty
50% reduction of the CCT duty

50% reduction of the CCT duty

Inclusion of this product in
its tariff subheading under

the Agreement so that it can
be given duty-free treatment

60% reduction of the CCT duty
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5. FROZEN FRUIT AND VEGETABLES

Since this is a fledgling industry which is intended to contribute to the
modernization of the agricultural sector, Morocco is requesting the
following Community tariff concessions in respect of the Community
Member States other than France, for which Morocco would continue

to enjoy the existing arrangements for these products:

Tariff heading Moroccan request
1« 07.02 B 80% reduction of the CCT duty
2. 08.10 Total duty-free eniry

3¢ 20.03 B 80% reduction of the CCT duty
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INDUSTRIAL PRODUCTS
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C. INDUSTRIAL PRODUCTS )

The 1976 EEC-Morocco Agreement, like the 1969 Agreement before it, provides
that industrial products — other than refined petroleum products, articles
of cork and agro~industrial producis -~ are allowed into the BEuropean
Economic Community free of quantitative restrictions and measures having
equivalent effect, and free of customs)duxies and charges having equivalent

effect, subject to compliance with the rules of origin.

Designed to compensate for the shortcomings of the concessions granted
in the agricultural sector, this facility offered good prospects of

developing Moroccan industrial exporis.

Over the period 1969-77, Moroccan indusirial exports to the EEC did
indeed increase from DH 105 million to DH 911 million; exports to the
EEC, which accounted for 10% of total exports in 1969, had risen to 1545%
of the total in 197T7.

The textiles sector could have offered a good example of industrial

promotion to illustrate the advantages afforded by the EEC-~Morocco

Agreement. Unfortunately, the world economic crisis caused all the
industrialized countries, including the EEC countries, to have recourse

to protectionist measures to support certain "gsensitive" sectors. In

June 1977, for example, protection measures were adopted to halt unrestrained
imports from the Far East and deflections of trade involving certain articles
whose. level of penetration on the Community market was no longer considered
tolerable.



=19 -

The Moroccan textile industry, which was not itself involved in these
disruptive practices, also had to suffer restrictive measures. After
being applied provisionally on the market of just one country, these
restrictions were broadened and extended in 1978 to the whole European
market, and subsequently institutionalized for a three-~year period
beginning in 1979. All this took place as if textile products were
excluded from the EEC-Morocco Cooperation Agreement.

‘These measures dealt the fledgling textile indusiry in Morocco a cruel
blow, and its marketing channels, built up after several years of
effort, were destroyed. Morocco, which had become an uncertain supplier
to its traditional customers, was unable to take advantage of the full
amount of the gquotas opened in its favour.

Nevertheless, Morocco demonstrated a spirit of cooperation both in 1978
and 1979 by agreeing to éxercise, in view of the situation of the
textile industry in the Community, voluntary restraint of its exports
of textile products ~ first on an annual basis and then in a wider

context.

Even so, the example of the textile sector raises a question-mark
as to the benefits to be derived from -the free access for Moroccan
industrial products to the markets of the Community.
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The rules of origin, which were designed to thwart any deflection of

trade, constitute an insuperable barrier for certain Moroccan industrial

products.

To qualify for the advantages of the Agreement, made-up textile articles
must be manufactured from textile yarn. This long manufacturing process
prevents Morocco taking advantage of favourable international prices
for grey goods and places it in an uncomfortable position vis-—&-vis

its competitors.

The same applies in the carpet manufacturing sector, which is experiencing
difficulties in supplying itself with wool and cotton yarn on the

Moroccan or Community markets at favourable prices. This sector, with

its considerable social impact, is in danger of being faced with
insurmountable problems unless it is allowed to obitain its yarn supplies

from the cheapest sources.
Another sector affected by the rules of origin is high-sea fishing.

In order to benefit from the provisions of the Agreement, the fish caught
by Moroccan ships operating on the high~seas should transit through a
Moroccan port, in order to respect the direct transport rule, before
being sold on the European markets. This detour penalises this sector
considerably.

In general, the rules of origin oblige Moroccan indusiries to obtain
their supplies either on the Moroccan market or on the Community market;
access to other markets where prices are advantageous is prohibited.
Accordingly, the comparative advaniage enjoyed by our industrial
production, essentially because of lower labour costs, is totally or
partially cancelled out by the ban on obtaining supplies of raw materials
and semi-manufactures where prices are mosti advantageous.
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Admittedly, Article 28 of Protocol No 2 on the definition of the
concept of origin provides for an annual examination of the rules
of origin "with a view to making any necessary changes"; the

Joint Declaration that forms Amnex IX states that the Community is
prepared to examine any request from Morocco for derogations to the
rules of origin after the signature of the Agreement. Here too,
however, the example of the sole derogation requested -~ for made-up
textile articles — illustrates the difficulty of actually obtaining
any derogation.

It is therefore essential to give full effect to Article 28 and to

make annually the adjustments necessary to enable Moroccan lines of
industrial production to enjoy the benefit of the Community preferences.
In particular, these adjusiments should be automatic throughout the
running-in period of new indusiries and whenever compliance with the
conditions of obtaining supplies on the Community is threatening to
jeopardize {traditional export flows.
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D. IMPLEMENTATION OF TECﬁNICAL AND FINANCIAL COOPERATION

The implementation of technical and financial cooperation will shortly
reach the practical stage with the signing of the first financing

agreement concluded under Protocol No 1. This involves a project for

the port of Jorf Lasfar, for which financing of 40 million units of

account is to be provided - i.e. over one third of the funds allocated

for investment projects in the Financial Protocol. This project will

be financed at the same time by loans from the European Investment Bank

to the sum of 26 million EUA #nd by loans on special terms (14 million EUA).

After certain delays due mainly to the changes made in 1978 in Morocco's
development prdogrammes, implementation of the cooperation provisions

in the Agreement should now be able to progress rapidly. Now that

the definitive list of investment and technical cooperation projects
proposed for Community financing has been drawn-up, the procedures for
the appraisal of the new projects on that 1ist will have to be initiated
as soon as possible.

Investment grojects

In addition to the port of Jorf Lasfar referred to above, five other
projects have been adopted LWy Morocco:

Bypass canal = Sidi Driss Danm,

Transport network (National Electricity Board),
Port supersiructures,

Drinking water supply (Al Hoceima, Nador, Safi),
Risk capital (Indusirial Development Board).



Technical Cooperation Projects

These mainly involve four sectors:

1.

2.

3.

4.

Vocational training
(Equipment and technical assistance for the establishment of ten
institutes of applied technology);

Industrial cooperation
(Technical assistance unit for small and medium-sized enterprises
and industrial promotion programmes);

Trade promoiion
(Technical assistance for the Moroccan Expori Promotion Centre,

market surveys, fairs, etc.);

Seientific research

(Agricultural research, Arabization Study and Research Institute).
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The implementation of the review clausa embodied in Article 55 of
the Cooperation Agreement has coincided exactly with the completion
of the first stage of ithe second snlargement of the Community, with

the signing of the Treaty of Accession with Greece.

Even though a review of the results of the Agreements clearly reveals
the many difficulties encountered by Moroccan exports - whether of
agricultural, agro~-indusirial or manufactured products -~ it is very
clear that the implicatiocns of enlargement are on a quite different
scale and call into question the very fuiure of our relations with

the Community.

The stakes are high and we should neither postpone the examination

nor minimize the scale of a phenomenon that is objectively "negative”
for Morocco. It is necessary to find the right framework and
appropriate means and solutions so that Morocco's interests are not
sacrificed for the sake of some "adaptation" procedure. If Morocco once
again had to "adjust" to arrangements that had been devised; drafted

and finalized without its viewpoint being sought and its interests

taken into consideration, this would doubtless result in very serious

difficulties for the Moroccan economy.

If Morocco had to conform'étrictly to a linear process of adaptation =
which would mean the conclusion of separate "protocols of adaptation®
following each of the three treaties of accession - the result would
clearly be a Cooperation Agreement that was amended, enlarged and
increased in volume but emptied of substance., The implications of
the Community's enlargement to include Greecs, Portugal and Spain

. are such as to require a specific approach, which can in no way be
the same as that followed in 1973 when the EEC was eunlarged for the
first time.
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The internal economic structure of the countries just referred to is
comparable in many respects to that of Morocco {despite notable
differences). There are at least four common points which will be

decisive:

the importance of the agricultural sector,

the preponderance of manufacturing industries in industrial exports,
external trade geared heavily to the Community,

a source of labour for the Community.

As regards the agricultural sector, and Mediterranean produce in
particular, the accession of Greece, Spain and Portugal will have the
effect of bringing the enlarged Community's self-supply rate close to
100%, and to over 100% in the case of certain products.

The Commission's Opinion on Spain's application for membership
(November 1978) clearly shows the self-supply levels that the Community
will reach with just this one additional member:

Fresh fruit (excluding citrus fruit) 90.5%
Citrus fruit ‘ ' 83.4%
Fresh vegetables (exoluding tomatoes and potatoes) 99.7%
Fresh tomatoes | | , 100.6%
Potatoes B 102.3%
Wine | 1 o 101.9%

Olive oil | B 123.5%



Furthermore, the addition of the agricultural production of the
applicant Mediterranean countries will complemgnt the Community's

production timetable.

However, because of its Mediterranean nature, Moroccan agricultural
production for export coincides in time with the production of the
applicant countries. The climatic advantage which Moroccan produce
has hitherto enjoyed will thus be cancelled out.

This situation is liable to be aggravated by the increase in supply

from the applicant countries as a result of their adoption of the

support machinery of the common agricultural policy and more particularly
of the arrangements of the common organization of the market for fruit
and vegetables. If the various intervention mechanisms in operation
were extended to the applicant countries, this would stifle Morocco's
agriculiural and agro-industrial sectors and lead as a result o a

total disruption of production. The mechanisms in question are:

the benefit of Community preference,

the granting of marketing premiums and refunds for citrus fruit,
the guaranteeing of earnings from production under the intervention
system (purchase price and withdrawal price),

Community financial aid to help improve produciion structures,
existing Community machinery (reference prices, minimum prices,
Community and, in some cases, national timetables, national
arrangements), ; |

the opportunity available to the enlarged Community {to resort to
safeguard measures at any time. s
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The prospects are hardly any more reassuring’in the industrial field.
The accession of Greece, Spain and Portugal will have the effect of
increasing Community production capacity and generating further
protectionist responses. As stated earlier, manufactured goods occupy
a preponderant place in the industrial exports of the applicant
countries and in. those of Morocco. Furthermore, these exports involve |
a limited number of products, one of which -~ textiles — accounts for

a large proportion of the exports of manufactured goods from Morocco
and from the future Member States.

The Moroccan textile industry, already severely penalized by the

1977 measures, is threatened hy the addition to EEC production of
production in Greece, Spain and Portugal, which after accession would
no longer be subject to resirictive measures. The example of textiles
could be repeated in other export—-oriented sectors, their development
being compromised for similar reasons. The trade provisions of the
Cooperation Agreement would then be left with little meaning and
Morocco's industrial development, hitherto greatly encouraged by the
Community, would be seriously affected.

Lastly, with regard to the social aspect, the importance of which needs
no underlining, it is obvious that the establishment of free movement
of workers in the enlarged Community will have unfavourable
repercussions on the opportunitien for the amplqyment'of Norocoan
labour.
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The brief analysis that has gone before shows the scale of the

"changes" that would be required by enlargement if that operation

were conceived of - whatever the duration of the transitional périods -
as a simple extension of current rules and machinery to the three
applicant countries, without allowance being made for other factors.

The Commission of the BEuropean Communities has, it is true, noted in its
Opinions and notably in its "Fresco" on enlargement the serious
repercussions that would result for certain countries, including Morocco.

Accordingly, in its "General considerations on the problems of
enlargement"1, the Commission, after referring to the countries and
sectors that would be particularly hard hit, concludes that "The
Community will therefore have to seek with those countries, parallel
to the process of enlargement, a new equilibrium based on active
cooperation to permit orderly trade and to enable them to pursue their
development with the support of the Community.".

The scale and complexity of the problems posed by enlargement require

a global approach based on close consultations that should precede

and then dovetail with the process of enlargement, and more particularly
with the negotiations for the accession of Spain.

Morocco has noted that the Commission is studying the effecis of ‘
enlargement on the economies of the Mediterranean countries which have
association or cooperation agreements with the Community.

1comnission Communication sent to the Council on 20 Aprii 1978,
Bulletin of the European Communities, Supplement 1/78.
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It would therefore be desirable for a consultation procedure to be
established once the Commission's work is completed and to continue
throughout the negotiations for Spain's accession. It is only in
this way, and via what emerges from those consultations, that the
enlargement of the Community, rightly viewed as a "positive" act by
the Nine, will take place "with" and not 'fagainst" Morooco.





