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INTRODUCTION

Because of its geographical situation, since its earliest history the
Kingdom of Morocco has attached special importance to international trade
because of the latter's political and economic implications. This
outward-looking attitude is reflected in numerous tariff and trade
agreements which Morocco has signed with a large number of countries.

While thus participating actively in international trade expansion,
Morocco has always defended the principles of equal treatment without
discrimination through operation of the most-favoured-nation clause.

This memorandum briefly outlines the main legislation and regulations
governing the commercial, financial, fiscal, and customs framework of
Morocco's foreign trade. Over time, amendments have had to be made to
these provisions in line with Morocco's efforts to adapt its objectives and
resources to the political and economic environment, whether national or
international, while observing in its foreign trade the principle of
equality without discrimination vis-à-vis its various partners.

This line of conduct in international trade matters has led Morocco to
apply and to benefit on a de facto basis from the provisions of GATT
without being a member of the organization de jure.

Morocco has applied to accede to the General Agreement in order
formally to reaffirm that situation.

Although the Kingdom of Morocco continues to have a substantial trade
deficit it is ready to enter into negotiations in the hope that they will
lead to an agreement allowing its accession. In doing so, it expects the
contracting parties, which are virtually unanimous in granting it
most-favoured-nation treatment, to take account of its situation as a
developing country without oil resources that is currently implementing an
adjustment programme for its industry and foreign trade in the interests of
its economic development. It attaches particular importance to the
principles and objectives of Part IV of the General Agreement, in
particular to the commitments entered into by the developed countries in
Article XXXVII and the principle of non-reciprocity set forth in
Article XXXVI:8, namely that "the developed contracting parties do not
expect reciprocity for commitments made by them in trade negotiations to
reduce or remove tariffs and other barriers to the trade of less-developed
contracting parties".

In accordance with those same principles, the Kingdom of Morocco has
concluded with certain developing countries a series of trade and tariff
agreements establishing a preferential trade régime.

Because of its desire to accede to the General Agreement under the
best possible conditions, the Kingdom of Morocco presents this memorandum



L/5820/Add.1
Page 5

with a view to enlightening the CONTRACTING PARTIES in regard to the
situation of its foreign trade, and remains ready to furnish any additional
information or studies on all matters in this area.

N.B. The following documentation furnished by the Government of Morocco may
be consulted by interested delegations in French at the secretariat
(Development Division, Office 2010).

- Tarif des droits de douane et nomenclature générale des produits
(mis à jour au 21 mars 1985)

- Programme générale des importations pour l'annéé 1985
- Régime des importations - Instruction 01 (juin 1982)
- Régime des exportations - Instruction 03 (janvier 1985)
- Code des douanes et impôts indirects (mis à jour avril 1985)
- Code des investissements industriels (février 1983)
- Régime des investissements et des opérations sur valeurs

mobilières - Instruction 02 (février 1983)
- Arrêté relatif à la sortie des marchandises hors du Maroc

(septembre 1984)
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I. FOREIGN TRADE POLICY OF THE KINGDOM OF MOROCCO

A. HISTORICAL BACKGROUND

1. Imports

Prior to 1906 Morocco concluded treaties providing for application of
the most-favoured-nation clause with the United States (Treaty of Peace and
Friendship of 16 September 1836), Great Britain (Treaty of Commerce of
9 December 1856) and Spain (Treaty of 20 November 1861).

Article 17 of the Convention of Madrid of 3 July 1880, signed by
Morocco with the United States, Austria, Belgium, Denmark, Spain, France,
Great Britain, Italy, the Netherlands, Portugal, Sweden and Norway, states:
"the right to most-favoured-nation treatment is recognized by Morocco in
respect of all the powers represented at the Conference of Madrid".

In 1906 the Act of Algeciras was signed. It established economic
freedom and trade equality in Morocco's relations with its trading
partners.

Until 1939, Morocco's foreign trade policy was conducted under the
"open door" concept, allowing unrestricted entry of foreign goods of
whatever nature or origin, with the exception of certain items such as
weapons and narcotics.

Under the constraints of the Second World War, the Dahir of
9 September 1939 imposed the principle of total prohibition on imports into
Morocco. The prohibition applied to all goods of whatever origin, with the
exception of imports from the Franc area unless subject to specific
prohibitions, individual restrictions, or quotas.

Following independence, Morocco had to rely on its own resources to
supply the domestic market with primary products and capital goods, while
maintaining balance-of-payments equilibrium and defending its national
currency. Accordingly, it established a control system for foreign trade
and exchange matters and founded the Bank of Morocco (1 July 1959) and the
Exchange Bureau (10 October 1959). Likewise because of its financial
situation the country also had to earmark the necessary resources to
finance its imports, and negotiate trade and payments agreements directly
with foreign countries. From this emerged the import programme instituted
in 1960.

The programme comprised two lists:

- List "A" which ensured unrestricted allocation of foreign
exchange to meet the country's needs for capital goods, raw
materials, and semi-manufactures.

- List "L" mainly comprising consumer goods that could only be
imported with specific allocation of foreign exchange and an
import licence.



L/5820/Add.1
Page 7

The programme also permitted unrestricted import of any goods
originating in and coming from the Franc area unless under quota. An
import licence was required to import goods originating in and coming from
any country outside the Franc zone.

This import régime was basically discriminatory and was a major
obstacle to the policy of foreign trade diversification that Morocco wanted
to pursue.

In 1967 Morocco adopted a general import programme in its present form
with the aim of establishing uniform treatment for imports from all
countries and ending the privileged treatment accorded to the Franc area.
The new régime is described in paragraph B.2.

2. Exports

The basic text regulating Morocco's exports prior to independence was
the Order by the Resident-General of 16 July 1946 on the exit of goods from
the French zone of Morocco.

That text, issued in pursuance of the Dahir of 13 September 1938 on
the general organization ot the country for time of war, established a list
of permitted exports and empowered the Director of Economic Affairs to
grant exceptions to the prohibition on exports.

B. PRESENT FOREIGN TRADE REGIME

1. Objectives of the 1981-1985 Five-Year Plan and current guidelines

The Moroccan economy is largely outward-looking. Foreign trade
accounts for nearly 45 per cent of GDP. Further economic growth is
hampered by external financing constraints, the result of a large and
persistent trade deficit.

Export promotion and general trade diversification are priority
objectives of the 1981-1985 Five-Year Plan.

Numerous measures have been instituted to promote exports and
industrial output (see attached documentation). These cover
administrative, tax, customs, exchange, and financial aspects of these
activities.

As already mentioned, a vigorous programme of structural adjustment of
industry and foreign trade has been introduced.

The foreign trade regulations and procedures should be examined in the
context of this adjustment programme and the priorities mentioned above.

The objectives of the current reforms are:

- simplification of administrative procedures for export and
import;
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- adjustment of protection for domestic producers toward tariff
protection and away from protection through non-tariff measures
and quotas. His Majesty's Government is convinced that without
the introduction of a minimum of competition in the domestic
market, it would be difficult to improve the efficiency of
Morocco's industry and its ability to compete on the world
market;

- harmonization of the protection levels enjoyed by the various
domestic industries.

2. General import programme in effect since 1967

As already indicated, in June 1967 Morocco adopted a new general
import programme designed to unify the import régime and to eliminate
Morocco's dependence on the Franc area in trade policy matters.

(a) Description of the régime

The import régime established in 1967 provides for three categories of
goods grouped in the following lists:

(i) List "A", products liberalized for import

This list includes:

- products generally not produced locally, but essential to
the country's economic activity;

- products of which consumption is very low;

- products of which Morocco has a substantial production
surplus and foreign competition therefore represents no
threat;

- products for which government enterprises hold the import
monopoly;

- consumer products subject to very high tariffs;

- products imported under one of the special customs régimes;

- capital goods and tooling imported in the context of
State-approved investment projects.

(ii) List "B", products subject to import permit

This list includes:

- products similar to those produced locally and subject to
import controls in order to protect the domestic industry
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from foreign competition. As just mentioned, changes have been
made to this instrument of non-tariff protection;

- capital goods subject to import controls for purposes of the
rational organization of certain production sectors;

- certain finished consumer goods.

(iii) List "C", products subject to import prohibition

This schedule includes non-essential or luxury goods.

This classification is based on economic criteria, inasmuch as the
general import programme should be seen as part of a strategy for general
economic policy, more particularly in the import sector.

This strategy defines a series of actions designed to reconcile
several imperatives facing the national economy.

The purpose of these actions is to make the general import programme:

- the means to ensure that the country is regularly supplied with
current consumer goods and the capital equipment needed for its
industrialization;

- a means to protect domestic agriculture, mining, and industry.

The policy in 1985 adjusting the protection extended to certain
industrial sectors is designed to achieve:

- a restructuring of industry with optimum allocation of
resources by channelling investment into the most profitable
sectors;

- the establishment of a climate of competition beneficial both
to domestic industry and to the consumer. A sectoral study was
made which took account of these elements and led to
comprehensive reform of the general import programme, as
published in February 1985. Under the reform List A was
expanded to include several products for which an import permit
had previously been required. The list of liberalized products
represents 80 per cent of total imports, while the list of
products requiring an import permit now accounts for only about
20 per cent.

List C now includes only very few products.

(b) Import procedures

Import operations are conducted under an import document which allows
customs clearance of goods and relevant payment. The document takes the
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form of either an import indenture or an import certificate.

The import indenture is used for the import of liberalized
products (List A of the general import programme). It is signed
directly and domiciled with an approved intermediary bank chosen
by the importer.

The import certificate covers products subject to import permit
(List B of the general import programme). It is issued by the
Ministry of Trade and Industry.

Import documents are valid for six months. However, special
extensions can be granted for specific cases (special
transactions, products requiring a long manufacturing period,
etc.)

Certain products, such as sugar, tea, tobacco, and grains, can
only be imported by the State. In addition, the State monitors import
prices of products whose consumption is subsidized (butter, vegetable oils,
fertilizers, and petroleum products).

PAYMENT PROCEDURES FOR IMPORTS

Payment of imports is effected directly by the importer's bank with
which the import document is domiciled (import indenture for liberalized
products; import certificate for goods subject to import permit).

Settlement can be made by:

(1) payment to the supplier in foreign exchange purchased from the
Bank of Morocco; or

(2) crediting a foreign exchange account or a foreign account in
convertible dirhams.

The bank can open documentary credits and/or accept drawings.

The importer's bank can make payment for the imports on the due date
or on dates stipulated in the contract providing that:

- the payment does not involve interest or agios;

- deferred payment does not exceed a period of two years from the
delivery date of the goods.

If these conditions are not fulfilled, the bank is required to seek
prior authorization from the Exchange Office, which rules on the conditions
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of the credit (duration, rate, commissions, delay p--alties, etc.). Once
the Exchange Office has given its approval, the ban. is authorized to make
the transfers on the due dates without further authorization over the
period of the loan.

Banks have authority to make transfers in the form of instalments for
capital goods (Chapter 84 of the tariff nomenclature) amounting to
25 per cent of the f.o.b. value of the goods.

3. Export regulations

The main post-independence instrument governing exports is the Order
issued jointly by the Ministries of Trade and Finance on 4 August 1974.

This text, which was based on the Order by the Resident-General of
16 July 1946, still in force, extended the list of products covered by the
waiver from export prohibition, and established a list of products that may
be exported with prior authorization of the Administration. This year the
list is being amended to include only rare products such as objects of art,
archeological artifacts, mineral and zoological specimens.

Finally, the State has a monopoly on the export of phosphates and
phosphate products, fresh fruit and vegetables, and wine.

In addition to the Joint Order of 1974, there are other legal
instruments that provide for export incentives, such as the Export Code
(Dahir No. 1-73-408 of 13 August 1973), provisions governing export
insurance (Dahir No. 1-73-366 of 23 April 1974), the special customs
régimes of 1973, and the instrument establishing the Moroccan Export
Promotion Centre in November 1980.

PAYMENT PROCEDURES FOR EXPORTS

Exporters are authorized to conclude contracts providing for payment
within a period of 120 days from the date of shipment of the goods. When
longer periods are required, the exporter applies to the Exchange Office
for authorization.

Payment of goods is made by bank or postal transfer:

- in foreign exchange; or

- by debit of a foreign-exchange account or a foreign account held
in convertible dirhams at an approved intermediary bank.

In special cases, the exporter may also be paid by a cheque drawn on a
foreign bank, or in foreign bank notes.

Any exporter who is not able to collect the payment due for his
exports within the specified time or who is unable to receive full payment
for his experts (price reductions, short delivery, dispute, etc.) must
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inform the Exchange Office, which will either grant him an extension or
record that he has failed to repatriate the relevant amount.

legal framework for foreign trade relations

ng aware of the close relationship between any economic development
and expansion of world trade, since becoming independent in 1956

, has been striving to establish close and fruitful co-operation with
countries and has concluded a number of bilateral trade agreements

with its partners.

Co-operation with developing countries

As part of its policy of diversifying trade outlets, Morocco has made
eworthy efforts to expand its trade with developing countries. The

emphasis has been on creating a legal framework for trade relations with
these countries, in the perspective of constructive and functional regional
integration. Trade agreements and trade and tariff conventions have been
concluded with a great many developing countries.

- Bilateral trade agreements

With a view to establishing conditions conducive to strengthening
bilateral trade with its partners, Morocco has signed agreements with a
number of Asian countries (China, Republic of Korea, India, Pakistan,
Turkey), several African countries (Gabon, Zaire, Nigeria, Mali), and two
Latin American countries (Brazil, Cuba). For the most part these are
traditional agreements accompanied by indicative lists of products to be
traded. They do not include any preferential tariff advantages and provide
for most-favoured-nation treatment.

- Trade and tariff conventions

Morocco has concluded with the Arab League countries a trade and
tariff convention designed to facilitate the future creation of an Arab
common market based in particular on gradual reduction of customs duties
and similar charges.

Trade agreements concluded, inter alia, with Tunisia, Algeria, Libya,
Iraq, Syria, Jordan, Sudan, Egypt, and Saudi Arabia have totally or
partially removed customs duties on products originating in those
countries.

In the context of African regional co-operation, Morocco has concluded
tariff conventions with Senegal, Niger, the Ivory Coast, and the Republic
of Guinea.

In concluding agreements with its partners, Morocco is looking beyond
traditional trade to extend co-operation to areas such as industry,
technology, and science.
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The importance that Morocco attaches to trade with the countries of
the South is based on the following objectives:

- to maintain traditional trade flows by granting reciprocal
preferences;

- to facilitate integration of the Moroccan economy at the Maghreb,
Arab and African levels, thereby achieving better allocation of
resources;

- to diversify outlets and sources of supply.

Co-operation with developed market-economy countries

Morocco-EEC co-operation agreement

On 31 March 1969, Morocco concluded an agreement of association with
the Community. This was renewed on 27 April 1976, in the form of an
agreement of co-operation.

The objective of this agreement is to promote economic and trade
co-operation between Morocco and the Community, taking account of their
respective levels of development, and to provide a firm basis for such
co-operation consistent with their respective international obligations.

To that end, measures have been defined and implemented in the areas
of:

- economic, technical, and financial co-operation;

- trade co-operation; and

- labour co-operation.

In respect of trade co-operation, the agreement provides for
unrestricted access to the Community market for Moroccan industrial
products; agricultural commodities, as listed in the annex to the
agreement, are admitted into the countries ot the Community with tariff
reductions that vary from 20 to 100 per cent of the Common Customs Tariff
(C.C.T.).

Three conditions must be met in order for Moroccan products covered by
the co-operation agreement to qualify for preferential treatment. They
must:

- originate in Morocco in the sense used in the protocol concerning
the definition of the concept of "originating products" and
methods of administrative co-operation;

- have been directly transported from Morocco to the importing
Member State; and
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- be covered by an EUR 1 certificate or circulation or by an EUR 2
form.

It should be underlined that Morocco grants most-favoured-nation
treatment to the Community with the exception of preferences established in
the following two cases:

- maintenance or formation of customs unions or free-trade areas;
and

- measures adopted to further the economic integration of the
Maghreb or in favour of developing countries.

Co-cperation with other developed market-economy countries

Morocco is working to develop its trade relations with the countries
of the European Free-Trade Association in an effort to expand those
countries' share of its foreign trade. Bilateral trade agreements have
been concluded with Austria, Finland and Norway, and a draft agreement is
about to be negotiated with Sweden.

No trade agreement exists with the United States of America and
Canada, but the volume of trade between Morocco and those two countries is
growing rapidly, even though Morocco has a trade deficit with those two
countries.

Morocco has ensured its presence in the markets of the Far East,
inter alia, by signing a trade agreement with Japan providing for
most-favoured-nation treatment on a reciprocal basis.

Co-operation with centrally-planned-economy countries

Morocco's relations with State-trading countries have evolved through
two distinct stages:

- during the first stage trade was governed by payments agreements
(clearing) and developed at a moderate and regular pace.

- in the second stage trade was based on free convertibility.

There are no tariff provisions in any of Morocco's agreements with
those countries.

All of the agreements, however, include a most-favoured-nation clause.
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II. TARIFF AND FISCAL POLICY

A. THE MOROCCAN CUSTOMS REGIME FOR IMPORTS
AND EXPORTS

History

At the beginning of the century, the import and export of goods was
regulated by Chapter V of the Act of the Conference of Algeciras, dated
7 April 1906. With the economic development of Morocco, national
legislation was enacted, supplementing those convention arrangements. The
period between 1921 and 1939 saw the introduction of suspensory régimes
such as customs warehousing, temporary admission, transit, temporary import
and drawback.

These convention provisions and national texts remained in effect
until 31 December 1977, on which date the Customs and Indirect Taxation
Code of the Customs and Indirect Taxation Administration came into force.
Approved by the dahir implementing Act No. 1-77-339 of 9 October 1977, this
Code revoked the previous legislation and customs regulations and
introduced, in their stead, a coherent and up-to-date system, the broad
lines of which are also to be found in the customs codes of many other
countries.

Customs legislation on the import and export of goods

The principles governing the import and export of goods are virtually
the same as those followed by the majority of countries:

- routing of the goods to customs, a procedure which varies
depending on the means of transport used (land, sea, or air);

- entry of goods to customs;

- a compulsory presentation and declaration of goods within a
specified period of time;

- examination of the goods by customs officials, either in their
entirety or, more often, by sampling with, moreover, the
possibility of admission subject to conformity with the
declaration;

- payment of duty and taxes either before withdrawal of the goods
(cash, certified cheques, guaranteed bonds) or after withdrawal
of the goods (withdrawal credit).

The duty and taxes applied are stipulated either in the import tariff
or in various texts which have force of law and established the special
import tax, tax on products, internal consumption tax and customs stamp
duty. The rates of these duties and taxes are given in the Customs Code,
appended to this Memorandum.
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With the exception of a statistical tax of 0.50 per cent ad valorem
and certain duties and taxes on a few specific products (ores, in
particular), Morocco does not levy any export duties on goods.

Apart from internal consumption taxes, which are specific, and the
customs stamp duty, which is levied on the amount of the other duties and
taxes collected for the Treasury, import and export duties are ad valorem.

To this end, Article 95 of the Act of Algeciras, mentioned above, gave
a definition of value, the essence of which has been included in Article 20
of the above-mentioned Code, and is reproduced below:

"ARTICLE 20:1. On import, the value for customs purposes shall be the
wholesale cash value of the goods presented to the customs office, free of
customs duties and similar taxes.

In the event of damage having occurred, depreciation undergone by
goods shall be taken into account when valuation is made, in accordance
with the conditions laid down in Article 14 above:

2. In determining the customs value of imported goods, the
administration may take into account, in addition to the elements referred
to in 1. above, the following factors:

(a) the contents of the declaration that the importer must make to
the administration under Article 74 below;

(b) the wholesale cash value of the goods on the domestic market,
following deduction of:

import duty and similar taxes;
customs clearance charges; and
the importer's normal profit;

(c) the cost in the country of origin, plus loading and unloading
costs, insurance, freight and other charges incurred before the
goods are presented to the customs office;

(d) any other factor entailed by the conditions specific to a given
consignment or a given type of goods;

3. The factors referred to in 2.(a), (b), (c) and (d) above are not
listed in any order of priority;

Depending on the specific case before it, the administration may apply
one or other of factors (a), (b), (c) and (d), to the exclusion of the
rest.

4. The administration may require the production of documents such
as invoices, contracts and business correspondence;
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5. The above-mentioned invoices and other documents shall not be
binding on the administration's assessment;

6. When certain of the elements used to determine the customs value
are expressed in a foreign currency, the conversion shall be based on the
official rate of exchange applicable on the date on which the declaration
referred to in 2. above is registered."

The same applies to exportation, for which Article 21 of the Code
specifies that, "the customs value shall be the wholesale cash value of the
goods at the point of export, free of export duties and taxes".

Countervailing or anti-dumping duties

Articles 8 to 12 of the Customs Code, in addition to authorizing
duties and taxes stipulated in the import tariff and in various national
laws referred to above, allow the application of countervailing or
anti-dumping duties on goods imported into Morocco. The above-mentioned
Articles, which are drafted in the same terms as those of many similar
articles in codes of other countries, have so far never been applied.

Special customs régimes

The requirements of both domestic and foreign trade have led the
Moroccan legislator to make substantial provision for special customs
régimes which, on certain points, depart from normal customs legislation.

From the strictly customs aspect, these régimes, with the exception of
drawback, provide for suspension of the duties and taxes customarily
charged by the administration on both imports and exports.

The régimes providing for customs duty suspension in the event of
customs warehousing, temporary admission (and its variant "prior export"),
temporary import transit, outward processing traffic and temporary export,
allow the storage, processing, use without further processing, and movement
in customs territory of goods on which collection of customs duty has been
suspended, and the despatch abroad - for processing or use - of certain
Moroccan goods which are destined to return to Moroccan customs territory.

Drawback allows the flat-rate refunding of duties and taxes previously
paid on foreign goods which enter into the composition of products
manufactured in Morocco and then exported.

Free zones

Although Article 1 of the above-mentioned Code lays down the principle
of the existence of free zones in general, the only free zone operating in
Morocco was established by a dahir of 30 December 1961. Located in
Tangiers, this free zone is organized in accordance with the general
principles applied throughout the world:
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- duty and tax exemption for all goods entering and leaving the
zone;

- no customs inspection of goods, either on entry to or exit from
the zone nor, consequently, inside the zone;

- general tax exemption on operations carried out inside the free
zone and on any profits and earnings made there;

- exemption of goods entering and leaving the free zone from
legislation on the supervision of foreign trade and exchange
operations, and gold trading.

Entry into the free zone of products coming from taxable territory is
treated in the same way as an export from that territory. The entry into
taxable territory of goods of any origin, that have been in the free zone
is subject to the same conditions as foreign goods arriving from another
country.

Although, originally, this zone had a purely commercial purpose,
successive modifications have turned it into a combined commercial and
industrial zone.

B. THE MOROCCAN TARIFF SYSTEM

1. History

The Kingdom of Morocco has had its borders open to international trade
from the earliest times of its history. This can be explained by its
geographical location, since Morocco was the transit point for trade flows
from Asia, and in particular Asia Minor, to Europe and West Africa and vice
versa.

The earliest trade treaties established a customs duty of 10 per cent
ad valorem on imports and 5 per cent ad valorem on exports.

In the 18th and 19th centuries, the trade treaties that Morocco signed
with European governments and the United States consolidated and widened
the applicability of this taxation, in particular by systematically
including the most-favoured-nation clause and recognizing the principles of
freedom of trade and economic equality.

In particular, this was the case for the:

- Franco-Moroccan Treaties of 1787 and 1825,
- Hispano-Moroccan Treaties of 1780 and 1861,
- Moroccan-Austrian Treaty of 1830,
- American-Moroccan Treaty of 1836 and the
- Anglo-Moroccan Treaty of 1856.
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The Convention of 3 July 1880 extended this system to the signatory
governments (14).

The Act of the Conference of Algeciras, adopted on 7 April 1906,
confirmed the taxation system referred to above and likewise
most-favoured-nation treatment, which was extended to all the contracting
governments.

The outcome of this combination of international provisions was to set
the customs duty rate at 10 per cent ad valorem, apart from exceptions
provided for in the treaties - and this until the Kingdom's accession to
independence.

Moreover, the Act of Algeciras also introduced a new 2.5 per cent ad
valorem tax - called the special import tax - intended to finance major
public works projects.

2. Since independence

(a) Customs duty

(aa) General

On 20 November 1955, a new product nomenclature was adopted, based
directly on the nomenclature developed by the Customs Co-operation Council
(CCC).

During the same period, Morocco entered into negotiations with the
United Kingdom and Spain with a view to persuading them to abandon the
provisions of the 1856 and 1861 Treaties which barred any revision of the
Moroccan customs tariff.

The successful conclusion of these negotiations was finalized by the
promulgation of the first customs tariff of independent Morocco by dahir
No. 1-57-170 of 24 May 1957.

Under Article 1 of this dahir the applicable rates of import duty were
indicated in column "G" of the tariff; however, as a provisional measure
and until ruled otherwise, it was decided to apply the lower rates
indicated in column "U" of the tariff.

Any concessions negotiated with a view to the accession of the Kingdom
of Morocco to GATT would be calculated on the basis of column "G" of the
tariff.

The 1957 tariff is an ad valorem tariff, except in the case of
tobacco, in Chapter 24, which continues to be subject to the specific
duties laid down by the general clauses and conditions appended to the
monopoly-awarding contract of 3 November 1910.
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The new tariff is a true and fair copy of the general structure of the
product nomenclature referred to above. Tt should be noted that it was not
until 1969 that Morocco acceded to the C. Nomenclature Convention.

This tariff was destined to form the basis of a comprehensive
budgetary, fiscal and economic policy.

With regard to duties, the 1957 tariff was designed to meet the basic
needs of a developing country. Consequently, different duty rates were set
for raw materials, semi-manufactures, capital goods and foodstuffs
essential to Moroccan consumers; likewise, in order to restrict certain
imports thar are not essential to the country's normal needs, it was
decided to change relatively high duties on them.

Amendments to the 10% tariff i. -2 been made either for economic,
social or ;ca' reasons, or as the result of commitments taken on
vis-à-vis a given country or group of countries.

The amendments with an economic objective include, on the one hand,
tariff reductions aimed at lowering the cost of supplies to industry and
local craftsmen and, on the other, tariff increases with a view to
affording better protection to local producers.

As far as amendments with a social objective are concerned, mention
may be made of those enacted to deal with the drought that Morocco has
suffered, i.e. the suspension of duties and taxes on the imports of animal
feed, agricultural equipment and well-boring equipment.

Finally, a very few measures with a fiscal objective have been enacted
with the aim of securing new revenue for the Treasury; these measures have
affected luxury goods.

(bb) Amendment of tariff rates - emergency procedure

Article 2 of the dahir of 1957, mentioned above, as amended by dahir
No. 1-61-157 of 25 Rebia I 1381 (6 September 1961) states that, in case of
emergency, the Minister of Finance is empowered to amend the tariff by
decrees made on the advice of the Minister responsible for supply;
however, these amendments must be subsequently ratified by dahir.

This emergency procedure was confirmed in Article 5-1 of the Customs
and Indirect Taxation Code which states that "the tariff rates and other
duties and taxes charged on imports may, in accordance with the provisions
of Article 44 of the Constitution, be amended under a legislative
entitlement by the Prime Minister or by the Minister of Finance empowered
by him for that purpose".

The above amendments were made by decrees of the Minister for Finance
and then ratified under the Finance Acts in the manner and under the
conditions described above.
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(cc) Breakdown of imports by tariff rate

Prior to April 1984, the Moroccan tariff contained a very wide spread
of tariff rates ranging from 0 to 200 per cent with differences as high as
variations of up to 2.5 points; rates of 70, 80, 100, 120 and 150 per cent
were common.

During 1984, and in the context of commitments entered into by our
country vis-à-vis the international financial authorities (IBRD), the top
rates were brought down to 100 per cent in April, and then to 60 per cent
in July.

Along the same lines, there was, in early 1985, together with a
liberalization of the import régime (the import liberalization list was
extended), an increase in the tariff rates for products thus liberalized,
although the increased rates did not exceed the 60 per cent ceiling
mentioned above.

This being so, it should be noted that:

- Annex Il hereto shows that 90 per cent of our imports by value
are dutiable at rates of 20 per cent or less, the most widely
applied rates being 10 per cent (15 per cent of imports), 15 per
cent (10 per cent of imports) and 20 per cent (4 per cent of
imports);

- that Annex also shows that 55 per cent of our imports by value
are duty free.

(dd) Trend in customs revenue

A comparative study of the trend in imports, import duty receipts and
the proportion of total customs revenue accounted for by the latter shows
that:

- with the exception of a decline and, then, stagnation of our
imports following the restrictive policies decided upon in
early 1978 and 1983 respectively, imports have risen
continuously, with a record rate of increase in 1974 (77 per cent
more than in 1973).

Starting from an index base of 1965 = 100, our imports rose to 1,501
in 1984 (DH 34,395 million against DH 2,291 million in 1965).

Although import duty receipts have risen in absolute figures, they
continue to fall in relation to imports and total customs revenue.

The average rate of duty is low and continues to fall. It declined
from 12.13 per cent in 1965 to 8.05 per cent in 1974, then 8.1 per cent
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in 1979, and, since then, the downward trend has accelerated: the rate
for 1984 was 5.5 per cent (cf. Annex 10); furthermore, the proportion of
total customs revenue accounted for by duties is also declining -
from 31.4 per cent in 1965 (DH 278 million/DH 886 million) to 24.3 per cent
in 1974 (DH 668.2 million/DH 2,747 million), and then to 18.43 per cent
in 1984 (DH 1,884 million/DH 10,211).

This falling trend in import duty receipts mirrors the trend in the
structure of our imports; taking into account Morocco's progressive
industrialization, the major part of the country's imports comprise - in
addition to foodstuffs and energy - raw materials, semi-finished products,
capital goods and components and spare parts, i.e. goods needed to run the
country's production facilities (cf. Annex 2) and the duties on these items
are low.

(b) Other import duties and charges

Imported goods, in addition to being dutiable, are also subject to the
special tax and the customs stamp duty. The domestic consumption tax and
the tax on products and services are applicable to both domestic and
imported products.

C. CUSTOMS ADVANTAGES GRANTED UNDER THE
PROVISIONS OF THE INVESTMENT CODES

1. Industry

Equipment, tooling, and capital goods are exempt from import duty and
tax on products when imported by any industrial sector of the four areas
into which the Kingdom is divided on the basis of the level of regional
industrial development and industrial promotion objectives.

Undertakings that export all or part of their output qualify, whatever
their location, for reimbursement of the special tax and, where applicable,
of the import duty paid on equipment, tooling, and capital goods imported
in the context of an investment programme covered by a certificate of
conformity or an investment agreement.

Industrial undertakings with an investment programme exceeding
DH 50 million can apply to conclude an agreement with the State in order to
obtain additional advantages. These provisions apply to all investors
irrespective of nationality.

2. Tourism

Tourist undertakings are exempt from import duty and tax on products
in respect of imported new equipment, tooling, capital goods, tourist
transport facilities and pleasure boats.
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Tourist undertakings that have paid import duty or tax on products at
the time of import or purchase of equipment, tooling, capital goods,
tourist transport facilities, pleasure boats and other products eligible
for exemption are entitled to reimbursement of the amount of duty or tax
paid.

Tourist undertakings with an investment programme, excluding land, of
more than DH 60 million, can apply to conclude an agreement with the State
in order to obtain additional advantages.

3. Shipping

Undertakings owning vessels: tugs, pilot-boats, dredgers, supply
vessels, dry docks and floating cranes, enjoy full exemption from import
duty and tax on products in respect of imported vessels, capital goods,
tooling and equipment.

The following undertakings may apply to conclude an agreement with the
State in order to obtain additional advantages:

(a) maritime-fishing undertakings including:

- owners of fishing vessels;
- acquaculture undertakings;
- undertakings operating trapnets;
- maritime-fishing co-operatives and their associations,

providing they have an investment programme totalling at least
DH 30 million in respect of coastal fishing, acquaculture, trapnet
operation, and maritime-fishing co-operatives and their associations,
or at least DH 70 million in respect of deep-sea fishing;

(b) owners of commercial vessels for the transport of goods and/or
passengers,

(c) owners of service vessels: tugs, pilot-boats, dredgers, supply
vessels, dry docks, and floating cranes, with an investment programme
of more than DH 100 million.

Transfer provisions

Under the investment codes, foreign investors have the right to
retransfer invested capital in the event of liquidation and to transfer
dividends and capital gains.
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III. TRADE DEVELOPMENTS

Morocco's total foreign trade developed significantly between 1965 and
1984 with an average annual growth rate of 14.6 per cent. Over that period
the value of trade figures increased from DH 4,467 million to
DH 53,505 million.

Since independence in 1956, Morocco's foreign trade has developed in
two clearly-defined phases:

(1) An initial phase from 1956 to 1974 characterized by:

- a relatively acceptable cover rate of imports by exports
that varied from 75 per cent to 100 per cent;

- modest growth in total foreign trade volume;

- the EEC's status as Morocco's major trade partner, with
France alone accounting for 50 per cent of our foreign trade
in 1956.

(2) A second phase, from 1974 to date, characterized by:

- disruption of relative equilibrium in the trade balance with
a decline in the cover rate to 60 per cent, 40 per cent
(1977) and 54 per cent (1984) attributable to;

- the impact of the increase in oil prices, monetary
fluctuations, and the slump in prices of phosphates and
phosphate products, together with;

- the repercussions of the equipment effort undertaken by
Morocco between 1974 and 1984 and the dramatic effects of
the drought that has been besetting Morocco since 1978;

- together these factors have had an appreciable impact on the
structure of Morocco's trade balance and the geographical
pattern of our trade.

Indeed, after having been our leading trade partner, France now
accounts for only 20 per cent of our total foreign trade.

The EEC share, which now accounts for 40 per cent of Morocco's trade,
has fallen sharply since the mid-1960s when it had been 65 per cent.

Important structural changes in Moroccan foreign trade include:

- an increase in the percentage share of energy products in
imports, from 11 per cent in 1975 to 26 per cent in 1984;
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- an increase in the percentage share of manufactures in exports,
from 12 per cent in 1975 to 42 per cent in 1984.

These figures reflect the major industrial integration effort in which
Morocco has been engaged since the 1960s. After having pursued a policy of
import replacement until the mid-1970s, Morocco has embarked on a policy of
investment rationalizat on attaching higher priority to the promotion of
exports comprising goods at an increasingly advanced state of manufacture.

As regards trade diversification, one should underline the increasing
share of the Asian countries in our total trade from 6 per cent in 1970 to
approximately 26 per cent in 1984.

Efforts are still needed to increase the modest share of our trade
that the African and American countries account for at the present time.

OUTLOOK

In 1983-1984, His Majesty's Government undertook a major stabilization
e. rt, in collaboration with the International Monetary Fund, and a
programme of industrial and international trade policy adjustment with the
support of the World Bank. These combined stabilization and adjustment
efforts are designed to remedy overall imbalances in the economy,
particularly in the balance of payments and the budget, and to institute an
active programme of reforms aimed at easing structural constraints in the
Moroccan economy and improving its competitive position. It was well
understood that having regard to the nature and complexity of the
structural problems, the adjustment programme would have to cover a
protracted period of several years. The adjustment process launched in
1983-1984 has already contributed to an appreciable change in relation to
earlier foreign trade policies of Morocco.

Despite a world economic environment that offers few encouraging
signs, His Majesty's Government managed to achieve significant progress
in 1983 toward correcting the economy's financial imbalance. The deficit
on current account in the balance of payments was reduced from 12.3 per
cent of GDP in 1982 to 8 per cent in 1983 (before the foreign debt was
rescheduled) - in other words, from the 1981 and 1982 level of some
US$2 billion to US$1,060 million in 1983. A flexible exchange-rate policy
and export promotion measures were important factors in this progress.

In 1984, on the other hand, developments in the economy were less
favourable. The impact of the continuing drought and monetary fluctuations
increased the deficit on current account to US$1.2 billion.

Despite foreign debt servicing costs equivalent to 36 per cent of
exports of goods and services in 1983, Morocco has resolutely launched a
policy of import liberalization in order further to open the economy to
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foreign competition. Likewise, and on a step-by-step bass, it has reduced
the maximum rate of import duties to 100 per cent, initially, and to 60 per
cent thereafter, and the rate of the special import tax from 15 to 10 per
cent.

During the second stage, starting in 1985, the Government will
continue its programme of specific measures and actions designed to
intensify and extend the adjustment process in the industrial and
international trade sectors, inter alia, by continuing export promotion and
import liberalization. These measures are supported by a policy of
flexible exchange rates agreed on with IMF.

The Government intends to pursue its export promotion policy because
of the latter's importance for earning foreign exchange with which to meet
the needs of the economy, service the foreign debt, develop new industrial
activities, and create a substantial source of new jobs. Various measures
are planned in this connection: changes in special customs régimes,
simplification of customs systems and procedures, removal of the exit tax
on goods, elimination of restrictions or barriers to the export of certain
products, etc.

As regards import management policy, the Government will continue its
policy of liberalization in the coming years in order to further open the
domestic market to foreign competition. In 1984, a large number of
products were transferred from List B (products subject to import permit)
to List A (products liberalized for import). In addition, most of the
products on List C (prohibited imports) have been transferred either to
List B, as an intermediate step prior to their transfer to List A, or
directly to List A. These prohibitions will be gradually removed. In the
area of tax measures, the Government intends to further reduce the maximum
rates of customs duty, on a step-by-step basis to the level of 45 per cent,
and to lower the rate of special tax, which since i January 1985 has been
set at 7.5 per cent. With a view to rationalizing the structure of the
tariff and the nomenclature of products, the Moroccan authorities concerned
are currently drawing up a new nomenclature based on the Harmonized System
of the Brussels Customs Co-operation Council.

By implementing this foreign trade liberalization and promotion
policy, the Kingdom of Morocco intends to participate actively in the
development of international trade within the framework of the GATT
principles.
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ANNEX 1

Foreign Trade Since 1965

(in DH million)

Balance Coverage rateYear Imports Exports c %____________
1965 2.291,3 2.176,3 - 115 94,9

1966 2.418,O 2.168,0 - 250 89,7

1967 2.620,2 1.146,2 - 474 81,9

1968 2.790,0 2.278,0 - 512 81,6

1969 2.844,4 2.455,4 - 389 86,3
1970 3.471,2 2.469,6 -1001,6 71,1

1971 3.5)2,7 2.526,2 -1006,5 71,5
1972 3.577,4 2.952,9 - 624,5 82,5

1973 4.683,6 3.745,9 - 937,7 80,o
197% 8.291,7 7.43999 - 851,8 89,7

1975 10393,7 6.237,7 -4156,o 60,0
1976 11.554,5 5.579,3 -5975,2 48,3

1977 14.4o1,5 5.859,6 -8541,9 40,7
1978 12.361,1 6.261,0 -6100,1 5o,6
1979 14327,7 7.622,3 -6705,4 53,2

1980 16792,6 9.645,0 -7147,6 57,4

1981 22J 55,0 12.002,6 -10452,4 53,4

1982 25.990,2 12.439,7 -1355095 47,9

1983 25.591,1 14.724 ,2 -îo866,9 57.5
1984 34J395.5 19.109,5 -15286,0 55,6
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ANNEX 11

Comparative Table of Imports by Tariff Rate

(June 1981-1982)

(Value in DH million)

From 1.01 to 30.06.81 From 1.01 to 30.06.82
Tariff rate.

V.I. % V.I. %

Ex 5.382,5 48,76 6.966,4 54,00
2 43,6 0,39 58,0 0,45
295 28,7 0,26 1,5 -

5 67,5 0,61 62,2 0,48
7 12,9 0,11 19,3 0,15
7,2 68o,3 6,16 330,7 2,56
10 1.611,7 14,6o 1.981,5 15,36
12 - - 214,3 1,66
12,5 217,4 1,97 184,9 1,43
15 1.129,7 10,23 1.329,8 10,30
20 463,6 4,20 561,1 4,35

Sub-total 1 9.637,9 87,29 11.709,7 90,74

22,.5 19,1 0,17 290,7 2,25
25 436,6 3,96 25,2 0,20
30 138,1 1,25 282,9 2,19

Sub-total 2 593,8 5,38 598,8 4,64

Other 806,1 7,33 593,8 4,62

TOTAL 11.037,8 100 12.902,3 100

*Total imports, June 1981: DH 11,037.8 million
*Total imports, June 1982: DH 12,902.3 million
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ANNEX 13

Imports Free of all Duties and Charges in 1984

Product Value C & F (in DH million)

Grains 3.594,7

Sulphur (T.A.) 1.446,2
Fertilizers 454,4

Animal feed 21,8

Insecticides 112,6

Agricultural equipment 214,5

Sea-going vessels 654,7

Seed potatoes 57,4

Frozen meat 45,2

Papers, books and periodicals 174,1

Miscellaneous* 2.284,9

TOTAL 9.060,5

*The heading "Miscellaneous" includes:
- Products, other than sulphur, imported under temporary admission régime
- Products imported free of duties and charges (Title VI of the Customs Code)
- Other
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