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Preface

The European Commission (DG Trade) awarded a contract to Ecorys, signed in December 2012, to
conduct a trade sustainability impact assessment (Trade SIA) relating to the negotiations of a Deep
and Comprehensive Free Trade Area (DCFTA) between the EU and the Kingdom of Morocco and
to the negotiations of a DCFTA between the EU and the Republic of Tunisia. This is the draft final
report for the Trade SIA of the EU-Morocco DCFTA. A separate report is available for Trade SIA of
the EU-Tunisia DCFTA.
Ecorys is aware of the important role of this study in providing input for the negotiation process. The
planning and scope of the study have been discussed with the European Commission to ensure
optimal input in the negotiations on the basis of this study.
This draft Final Report is based on the Terms of Reference, the ECORYS proposal that was
submitted to DG Trade, the Inception Report, the Interim Technical Report and the subsequent
discussions with the Steering Committee, the EC Delegation to Morocco and Civil Society as well
as progressing insights as the study results emerged.
This report presents the main findings of the study, encompassing:
•

A summary of the applied methodologies;

•

An overall analysis of the economic, social, human rights and environmental sustainability
impact;

•

A summary of the consultation process and main inputs received;

•

In-depth analysis of sustainability impact for a set of selected sectors and issues;

•

A synthesis of the main potential economic, social and environmental impact;

•

Policy recommendations based on the identified impacts.

We invite you to read our report, share it with other interested stakeholders, and provide us with
your comments, questions and suggestions that will help to further improve the quality of the study.

The Ecorys Team
23 September 2013

This report was commissioned and financed by the European Commission. The views expressed
herein are those of the Contractor, and do not represent an official view of the Commission.
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Executive Summary

The present report is the draft Final Report for the Trade SIA in support of negotiations of a Deep
and Comprehensive Free Trade Area (DCFTA) between the EU and the Morocco. It is part of a
larger study that also includes a Trade SIA of the DCFTA between the EU and Tunisia. The
objective of the study is to “assess how the trade and trade-related provisions under negotiation
could affect economic, social, and environmental issues in the EU and….. in Morocco….. (by also
taking into account the regional integration process and its potential impact), as well as in other
relevant countries. Furthermore, it [the study] should propose measures (trade or non-trade – the
so-called ‘beyond the border’ dimension/issues) to maximise the benefits of the DCFTAs and
prevent or minimise potential negative impacts. It should also include a reference to the existing
regional agreement such as the Agadir agreement of which [Morocco is a] Member and other
relevant regional integration agreements or arrangements.”
This report presents the findings of the overall economic, social and environmental analysis as well
as the conclusions from four in-depth sector studies conducted in the last phase of the study.

Approach and definition of the DCFTA scenario
The approach for determining the impact of the DCFTA is based on two interdependent and
mutually reinforcing pillars of analysis: 1) economic, environmental and social assessments as
1

such, applying both quantitative and qualitative analysis; and 2) stakeholder consultations . In the
first pillar, a state-of-the-art Computable General Equilibrium (CGE) model constitutes a key tool to
assess the impact of a DCFTA. The scenario that is used to simulate the likely outcome of the
negotiations (i.e. the inputs for the model) about the DCFTA assumes that trade between the EU
and Morocco will be liberalised according to the following assumptions regarding trade barriers:
•

The agreement between the EU and Morocco on further liberalisation of trade in agricultural,
processed agricultural and fisheries products, which entered into force in October 2012

2

(hereinafter "the October 2012 agreement"), is included in the status quo situation of the
economic model. As a result, the effects of the DCFTA presented in this report are the ‘pure’
DCFTA effects. ;
•

As such, the scenario developed for the DCFTA does not include any tariff reductions as all
remaining tariffs between the EU and Morocco were (with the exception of a few tariff lines)
removed by the October 2012 agreement (and the Association Agreement);

•

Non-Tariff Measures (NTMs) in services as expressed in Trade Costs Equivalents (TCEs) are
assumed to be reduced by three per cent for Moroccan services entering the EU market, and 13
per cent for EU services entering the Moroccan market;

•

Non-Tariff Measures in goods are modelled either with a limited or ambitious level of regulatory
approximation or no approximation at all, depending on the sector. In addition, all agricultural
and manufacturing sectors are assumed to benefit from trade facilitation;

•

Spill-over effects are also taken into account, because if Morocco complies with EU rules and
regulations due to approximation (of its standards for example), it will also gain better access to

1

2

For more information about the methodologies applied in the Trade SIA, the reader is referred to the final inception report
of this study, available on www.trade-sia.com/morocco
European Union, Official Journal of the European Union L241, Volume 55, 7 September 2012, available at: http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2012:241:FULL:EN:PDF.
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third countries. This effect is expected to be 25 per cent of the level of approximation of the EU
level (see previous bullet).

Expected economic impacts of the DCFTA
The DCFTA between the EU and Morocco is expected to give rise to overall positive
macroeconomic effects for both regions and negligible effects on other regions. Some significant
relative differences in economic impacts on sector level in Morocco are expected as a result of the
DCFTA.
Estimated overall economic effects
Table 0.1 below summarises the main economic impacts for both the EU and Morocco in the short
and the long run, respectively.
Table 0.1 Main macroeconomic effects of the DCFTA for the EU and Morocco
Variable

EU

Morocco

EU

National Income, Million €

834

1,145

1,403

1,300

GDP, % change

0.0

1.3

0.0

1.6

Consumer prices, % change

0.0

0.4

0.0

0.4

Wages, less skilled % change

0.0

1.4

0.0

1.5

Wages, more skilled % change

0.0

1.6

0.0

1.9

Total Imports, % change

0.0

8.0

0.0

8.4

Total Exports, % change

0.0

15.3

0.0

15.3

Short Run

Morocco
Long Run

Source: IIDE CGE modelling calculations
In the long-run, the expected gains in national income are an estimated € 1.4 billion for the EU and
€ 1.3 billion for Morocco. Given the size of the economies, the GDP gains in relative terms are
close to zero for the EU, but translate into a 1.6 per cent GDP increase for Morocco.
Analysing the effects of the three different channels of liberalisation (services NTMs, goods NTMs
and spill-over effects) shows that reducing NTMs in goods is by far the most important
contributor to the expected gains of the DCFTA, while spill-over effects are second most
important to the Moroccan total gains in national income. Both the EU and Morocco benefit from a
reduction in services NTMs.
The DCFTA impact on total trade flows is also significant for Morocco, with an expected increase in
exports of 15 per cent and an eight per cent increase in imports in the long-run, leading to a
relative improvement in Morocco’s trade balance.
Significant positive effects for Morocco are expected in terms of wages, with an increase of
approximately 1.6-1.9 per cent in the long run. Although consumer prices are expected to rise
somewhat, by 0.4 per cent, the increase in wages is expected to improve the purchasing power
of the average Moroccan citizen due to the increased income and ensuing demand. In the EU,
the expected changes on trade, wages and consumer prices will be negligible.
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Estimated third country effects
The EU-Morocco DCFTA will also have an impact on third countries, mainly due to trade diversion.
Although this effect is estimated to be negative for some third countries such as Tunisia and
Turkey, the effects are very small, even zero when expressed as a percentage of GDP. The
estimated effect on Tunisia assumes that this country will also complete negotiations on a DCFTA
with the EU.
Sector-specific changes in value added
Although the overall effects of the DCFTA on the GDP of both regions are positive, the results per
sector differ: while some sectors expand, others contract. In Morocco, the most significant effect is
expected in the other machinery sector, with an increase of 8.5 per cent in value added in the
long run, mainly resulting from a reduction in Non-Tariff Measures. Vegetables and Fruits, a
relatively large non-services sector in terms of value added and employment, is estimated to
expand by four per cent in the long run. In the services sector, the already large Public and other
services sector is expected to expand most (+1 per cent in the long run).
In the agricultural segment of the economy, the grains and crops sector is expected to lose
most due to the DCFTA (2.7 per cent reduction in output in the long run), which is largely triggered
by the alignment of NTMs between the EU and Morocco. Leather goods is the industrial sector in
Morocco that is expected to be negatively affected by the DCFTA as output is estimated to contract
by 3.6 per cent in the long run. In the services sector, ICT and other business services are likely to
face increased competition from EU counterparts and lose some 1.7 per cent in total output in the
long run. As part of this aggregated sector, the offshoring industry is unlikely to be negatively
impacted by the DCFTA due to currently liberalised trade environment and expected high ambition
of services trade liberalisation in this particular DCFTA (as explained in Chapter X).
Sector-specific changes in trade
The largest relative increase in Moroccan exports is expected in the other transport equipment
segment, which is estimated to export 89 per cent more in the long run after concluding the DCFTA.
The exports of all industrial sectors are expected to increase significantly (e.g. the other
machinery and motor vehicles sectors are estimated to see increases of 71 and 50 per cent
respectively). Especially the increase in the other machinery sector is significant since this sector
will also experience the largest absolute increase exports (+ €3.3 billion in the long run). Most
services sectors, on the other hand, are estimated to witness a decrease in exports. Imports
are shown to increase across all sectors (with the exception of primary energy), and for many
sectors this increase is between 5 to 15 per cent. The largest increase in percentage terms (+34
per cent) is expected in processed meats, but this is a relatively small product group in total
Moroccan imports.

Expected social and human rights impact of the DCFTA
Due to the unavailability of a recent and complete household dataset, no quantitative analysis on
the social effects of the DCFTA could be performed. As such, the expected effects on poverty and
welfare changes are assessed in a more qualitative manner for Morocco. Price and wage changes
predicted by the CGE model affect households differently because of differences in consumption
baskets and sources of income across households. Morocco’s more skilled workers are estimated
to see wages increase by, on average, 1.9 per cent in the long run, whereas Morocco’s less skilled
labour worker will experience an increase of average wages by an estimated 1.6 per cent.
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Although the CGE model cannot predict changes in employment, the significant income increase
expected as a result of the DCFTA according to the model may in part be due to job creation
rather than wage increases. A higher labour demand (due to the increase in demand for goods
and services) in a situation of unemployment of both skilled and unskilled labour will lead at least in
part to more hiring on the labour market as a whole (even though mismatches might exist).
However, the associated employment reallocations between sectors may be difficult for some
(especially more vulnerable) groups. The effect of the DCFTA on the four pillars of the Decent Work
Agenda is expected to be small on the aggregate. The main conclusions from this qualitative social
analysis are presented in Figure 0.1 below.
Figure 0.1 Summarised impacts of the DCFTA on Morocco’s Decent Work Agenda

Job creation

+ employment
share increase in
sectors where
Morocco has a
competitive
advantage;
+ Overall inrease
in job creation
expected
+ the pressure
from businesses
for education
system reforms.

Rights at
work

+ certain sectors
will need to
comply with EU
production
regulations;
+ EU pressure to
improve labour
standards;
+/- Moroccan
businesses might
put pressure to
relax rigidity of
labour market

Social
protection

+ increase in
living standards
might lead to
increased
demand for more
social protection

Social
dialogue

Gender
equality

+ higher
economic growth,
higher average
living standards
 gradually
increase the
engagement of
the social
partners in the
design of
employment and
social policies.

+ increase in
living standards
and changes in
attitude
towards equality
issues;
- shift in
employment
opportunities
among sectors
may disproportionally affect
weakest groups
of workforce.

DCFTA impact on Decent Work Agenda
Source: Ecorys.
With respect to human rights, the DCFTA is expected to mainly affect economic and social rights
(such as the improvements in the right to an adequate standard of living and the right to adequate
food) and not cultural, civil or political rights. There are various channels through which human
rights are affected. The overall effect of the DCFTA on the human rights situation in Morocco is
likely to be positive and largely indirect.

Expected environmental impact of the DCFTA
Regarding the impact of the DCFTA on main environmental indicators, the DCFTA is expected to
bring a combination of positive and negative environmental effects, while the overall impact is
difficult to predict with certainty.
In terms of air pollution, quantitative analysis shows that overall emissions of all air pollutants
(NOx, SOx and Particulate Matters) decline following the implementation of the DCFTA, both
in the short and in the long run. This overall positive effect is mainly due to a shift in economic
activity (composition effect) from industries like primary energy, textiles, leather goods,
chemicals and transport into sectors with lower air pollution intensities such as vegetables and fruit
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and public and other services. This composition effect dominates the scale effect of increased
emissions due to an overall increase in economic activity. In monetary terms, the long-run
positive effects on air pollution would lead to a decrease in external costs of €24 million.
CO2 emissions are predicted to decline by 600 metric tonnes in the long run and as such, the
DCFTA could have a very minor but positive effect on climate change. With respect to other types
of environmental indicators, such as waste, biodiversity and the green economy, the DCFTA is
likely to have mixed or only small effects (see Figure 0.2 for a summary of the impacts on other
indicators).
Figure 0.1.1 Summarised impacts of the DCFTA on the environment

Source: Ecorys.

Consultations and stakeholder engagement
Consultation is a key element of the study. We have developed five main tools or instruments to
involve stakeholders in the study: 1) electronic consultation and documentation. This includes a
website (http://www.trade-sia.com/Morocco) and a Facebook page “tsiamorocco”, which together
provide a feedback mechanism and discussion forum. In addition, we have a dedicated e-mail
address and regularly send out an electronic newsletter, 2) two public meetings in the EU for EU
civil society, 3) a Trade SIA workshop in Morocco (flanked by face-to-face meetings and interviews
with relevant stakeholders), 4) attendance of other relevant conferences, workshops, meetings, etc.
in the EU and Morocco relevant to this study and 5) face-to-face or telephone interviews with key
stakeholders and experts, as well as a survey among SMEs.
The main inputs received so far include the following:
•

Suggestions for additional stakeholders and literature (incl. human rights (HR) literature) to
include in the analysis;

•

A request to closely study the impact of sensitive products in trade of agricultural products
between the EU and Morocco

•

The need to analyse the importance of mode 4 in services trade;

•

The need to conduct consultations in French;

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco
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•

A suggestion not to underestimate the environmental effects such as water scarcity and waste
production while determining the impact of the DCFTA

•

The importance of studying illegal wildlife trade via Morocco as main trading hub to the EU;

•

The call for including a human rights impact assessment on the Saharawi people in Western

•

The need to first conduct an ex-post assessment of previous trade agreements;

•

The possibility of excluding the October 2012 agreement from the analysis;

•

Questions on methods and inclusiveness of stakeholder consultations.

Sahara;

This study has taken the input from these comments into account while drafting this report (to the
extent possible). For more detailed answers to each of the comments, or for comments that were
not directly aimed at this report, the reader is referred to Annex F for a complete overview of
comments and questions received. Moreover, Annex G presents the minutes of the public meeting
in Morocco, which highlights additional issues of importance from a Moroccan perspective.
SME survey
The results of the SME survey conducted online showed that respondents expect both positive and
negative impacts from the DCFTA. Positive factors are i) more output/employment due to higher
exports, ii) cheaper production costs through cheaper imports, and iii) technology transfer. Negative
impacts are expected from increased competition. In addition, SMEs indicated that in order to
increase their exports to the EU, market access issues (technical regulations/standards) are of
concern. Other issues were raised as relatively more important, such as lack of access to credit and
raw material, or custom procedures at the border. It should be noted, however, that only nine
Moroccan SMEs from the agricultural and industrial sectors filled out the survey and only one SME
completed the questionnaire. Although the number of respondents was low in Morocco, almost
similar results were obtained in Tunisia where the response rate was much higher.

Policy recommendations
Our analysis has identified expected positive and negative sustainability effects of the DCFTA.
Appropriate policies can enhance the positive effects and/or help mitigate or prevent the negative
effects. We distinguish between recommendations that can be addressed within the DCFTA (i.e.
directly related to provisions to of the DCFTA) and those that could be addressed outside the
DCFTA (i.e. non-trade related (accompanying or flanking measures). Recommendation concerning
measures outside the DCFTA could be addressed to national governments, the donor community,
the private sector and/or civil society.
The main policy recommendations are summarised in the tables below.
Table 0.2 Recommendations for the economic pillar
Policy Measure

Potential to address
Within the DCFTA

Facilitation of technical assistance and capacity building in

√

Outside the DCFTA
√

regulatory approximation process (e.g. SPS, TBT, trade
facilitation, etc.) based on a thorough needs assessment.
Provision of technical assistance and capacity building in

√

sectoral and business upgrading, especially SMEs to
increase their competitiveness
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Stimulate on-going improvements in business and

√

√

investment climate.
√

Enhance public-private dialogue through well-structured
mechanisms.
Support regional and local economic development

√

Enhance governance and fight against the informal

√

economy

Table 0.3 Recommendations for the social pillar
Policy Measure

Potential to address
Within the DCFTA

Allow for phasing in of regulatory approximation at sector

Outside the DCFTA

√

level, especially for those sectors where the social impact
will be high.
√

Support flexibility of labour market to facilitate the
reallocation between sectors while ensuring that worker’s
rights are respected in law and practice

√

Further develop social protection system, with attention for
coverage, financial management and price levels.

√

Support entrepreneurship and training programmes to
allow easier update and upgrade of human capital, with a
clear link to labour market requirements

√

Provide assistance in upgrading education and training
programmes and improving institutional and regulatory
environment in the social policy sphere to address the skill
gaps.

√

Provide assistance to improve the educational links with
the labour market to address the mismatch between
supply and demand
Prevent risks of pressures to lower the labour standards

√

√

√

√

due to rising international competition, e.g. by effective
implementation and enforcement of relevant ILO and by
approximating domestic legislation to EU acquis in the
area of labour.
Effective implementation of HR treaties, with a focus on
vulnerable groups (e.g. children, women, minorities,
disabled, etc.)
Enhance policies to reduce the scale of youth

√

unemployment
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Table 0.4 Recommendations for the environmental pillar
Policy measures

Create incentives for environmentally friendly production

Potential to address
Within DCFTA

Outside DCFTA

√

√
√

Maintain or further improve incentives to improve efficient
use of water in agricultural and industrial production

√

Improve waste collection and waste management systems
Ensure effective implementation and enforcement of

√

√

CITES
Consider creating mechanisms for monitoring of

√

environmental (and social) impact of the DCFTA (and
more broadly EU-Morocco relations)
Provision of (technical) assistance in environmental policy
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Overview Methodology and Approach

This chapter provides a summary of the methodology and conceptual framework used in this study.
3

A more detailed explanation is available in the Inception Report . In this chapter, we start with an
overview of our general approach to the study, followed by a more detailed description of the
quantitative and qualitative methods applied.

1.1

General approach: Three phases
The main objective of this Trade Sustainability Impact Assessment (Trade SIA) is to assess the
potential economic, social (including fundamental rights) and environmental impact of a Deep and
Comprehensive Free Trade Area (DCFTA) to be negotiated between the EU and the Kingdom of
Morocco.
The overall approach to the entire Trade SIA can be divided in three linked phases:
1. Overall analysis of the sustainability impacts arising from the implementation of a future DCFTA
between the EU and Morocco;
2. Sectoral Trade SIA for the DCFTA with Morocco;
3. Proposals for policy recommendations and accompanying measures.
This report presents the findings for all three phases of the study. Our approach is based on the two
methodological elements of a Trade SIA described in the Terms of Reference and the Trade SIA
4

handbook :
1. Economic, environmental and social assessments as such; and
2. Stakeholder consultations.
The three phases are characterised by both quantitative and qualitative analyses and throughout
the three phases, we engage in continuous feedback and consultation with key stakeholders to
collect their input, verify results and complement the analysis with their feedback.

1.2

Six main methodological pillars
We apply a methodology based on six main pillars developed on the basis of the Terms of
Reference and the Trade SIA handbook as well as our own experience from previous Trade SIAs
on what works well. These six pillars are:
1. Screening and scoping analysis;
2. Scenario analysis and CGE modelling;
3. Additional quantitative and qualitative analysis;
4. Sectoral Analysis;
5. Causal Chain Analysis (CCA);
6. Dissemination and consultations with key stakeholders, including civil society.

3

4

The Inception Report includes, in particular, a more elaborated explanation on the quantitative approach in the overall
analysis of Phase 1.
Available at: http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf.
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Below we briefly summarises the main elements of these six methodological pillars and how they
are applied in the study. Table 1.1 specifies in which study phases the different methodologies are
applied.
Table 1.1 Use of pillars in different phases of the study
Phase

Pillar 1

Pillar 2

Pillar 3

Pillar 4

Pillar 5

Pillar 6

Screening/

Scenario/

Additional

Sectoral

CCA

Consultation

scoping

CGE

analysis

analysis

&
Dissemination

Phase 0: Inception

X

Phase 1: Overall analysis

X

X

Phase 2: Sectoral analysis

X
X

X

X

X

X

X

X

X

X

X

Phase 3: Policy
recommendations and
flanking measures

Pillar 1: Screening and scoping analysis
The screening and scoping analysis is mostly used for the identification of sectors and issues that
are crucial for the impacts of a DCFTA. A preliminary screening took place in the inception phase in
order to focus the methodology; this exercise is repeated in more detail in the current Phase 1 (see
chapter 5).
At the end of the current phase (Phase 1), we will select up to four sectors or horizontal issues that
are most relevant for further analysis in Phase 2. This selection will be done in close consultation
with the Steering Committee, and based on the following criteria:
•

Criterion 1: Initial importance of a sector / issues for the economy;

•

Criterion 2: Impact as a result of the DCFTA;

•

Criterion 3: Social / Environmental importance or impact;

•

Criterion 4: Stakeholder issues of special importance;

•

Criterion 5: Strategic importance of sector in the negotiations.

Pillar 2: Scenario analysis and CGE modelling
Pillar 2 of the analysis covers the development of scenarios that most accurately and realistically
reflects the reality of the negotiations. The developed scenarios, in turn, serve as inputs for the
model that aims to simulate the most relevant representation of the reality of the negotiations so as
to ensure that the outcomes accurately reflect the real measures that will be taken as part of the
DCFTA. The developed DCFTA scenario will be compared to the baseline scenario of a
continuation of recent trends in Morocco (i.e. a business-as-usual scenario). The model thus
compares the situation with and without the DCFTA.
The liberalisation scenario will model as realistically as possible the effects of a DCFTA between
the EU and Morocco. Since there has been another trade agreement concluded recently (the
October 2012 agreement on agriculture) between the EU and Morocco, the economic model de
facto considers two liberalisation scenarios:
•

The liberalisation scenario towards the October 2012 agreement (with respect to the 2011
baseline); and

•

The DCFTA liberalisation scenario;

Even though it is not the objective of this study to study the effects of the October 2012 agreement,
a separate scenario has been developed for it in order to create a ‘pure’ DCFTA scenario that is not
influenced by the trade liberalisation measures agreed in the October 2012 agreement. The details
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of both scenarios are shortly described below. For more details on the scenarios, the reader is
referred to the inception report of this study.
1. Morocco – October 2012 liberalisation scenario
The liberalisation modelled for the October 2012 scenario only models the tariff liberalisations that
have been agreed upon in the agreement. This allows us to define a new – October 2012 inclusive
– baseline which forms the starting point for the DCFTA modelling. The details of this scenario are
presented in Table 1.2 below.
Table 1.2 Scenario October 2012 agreement modelling
Element

Liberalisation

Tariff liberalisation

100% tariff reductions for all agricultural products and processed agricultural
products, fish and fishery products, except for the items defined in articles 2 and 5
of the October 2012 Agreement.

2. Morocco – DCFTA liberalisation scenario
The liberalisation modelled for the DCFTA scenario consists of services NTM and other NTM
liberalisations, compared to a baseline that includes the October 2012 liberalisation scenario and
thus measures the effects of implementing the DCFTA. No tariff liberalisations are modelled since
the October 2012 agreement liberalised most of the remaining tariffs between the EU and Morocco.
This liberalisation scenario is presented in Table 1.3 below.
Table 1.3 Scenario DCFTA modelling
Element

Liberalisation

Services liberalisation

•

EU-side: 3% reduction in TCEs;

•

Morocco-side: 13% reduction in TCEs.

Other NTMs

EU exports to Morocco:
•

4% point reduction in TCE for the ambitious liberalisation scenario;

•

2% point reduction in TCE for the limited liberalisation scenario;

•

0% point reduction in TCE when there is no liberalisation foreseen;

•

2% point reduction in TCE for all agriculture & manufacturing sectors due to
trade facilitation.

Morocco exports to the EU:
•

8% point reduction in TCE for the ambitious liberalisation scenario;

•

4% point reduction in TCE for the limited liberalisation scenario;

•

0% reduction in TCE when there is no liberalisation foreseen;

•

2% point reduction in TCE for all agriculture & manufacturing sectors due to
trade facilitation.

The model used to quantitatively assess the potential effects of the DCFTA is a Computable
General Equilibrium (CGE) model. This is a dynamic, non-linear CGE model. Data used in the
model are based on the most recent version 8.0 of the GTAP dataset, which contains data
benchmarked to 2007, but which have been projected to 2011 using actual macro-economic data.
The agreed assumptions and result indicators of the CGE model are presented in Annex A.
Pillar 3: Additional social and environmental quantitative and qualitative analysis
In order to complement the results of the CGE model with relevant information that is not fully
included in the CGE model proper, additional quantitative and qualitative social (incl. human rights)
and environmental analyses will complement the outcomes of the CGE model. Below a short
overview of the methodologies for these additional analyses is presented. For a full overview, the
reader is referred to Annex B, Annex C and the inception report.
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Social quantitative analysis
The social impact of the DCFTA depends on the structural characteristics of the economies
involved, of its population and the specific trade reforms put into place. The most important
transmission channels between trade and welfare are the consumption effect (related to prices of
consumer goods) and the labour income effect. For a quantitative simulation of these social impacts
of the DCFTA, we would need to combine the results of the CGE model and the analysis of
household level data. As we do not have access to recent household level expenditure and income
data for Morocco, quantitative analysis of social impacts is not possible at the level of detail
required to offer added value to our impact assessment. Hence, we analyse social impacts in
mostly qualitative terms.
Environmental quantitative analysis
In assessing the environmental effect of the DCFTA, we focus on airborne pollutants and
greenhouse gases. The inputs for the environmental analysis will be the CGE results, which include
predictions of CO2 emissions and sector output, and data on air pollution from EMEP and EDGAR
data sources. We then calculate the external costs associated with airborne pollutants and climate
change impact, based on default damage factors as included in the ExternE method and the impact
pathway approach in particular. The decomposition analysis of the emissions and, where possible,
related external costs, includes specifically the scale and composition factors. Technological
change is not included since the CGE model does not incorporate this.
Qualitative analyses
Lastly, the CGE model results will be complemented by qualitative analyses on environmental,
social and human rights issues. In the social component of the study we pay particular attention to
the interaction between the DCFTA and social equality issues, the effective implementation of the
ILO core labour standards, and the promotion of the ILO Decent Work Agenda. In addition, it
addresses fundamental rights issues in Morocco. The environmental analysis addresses the
situation of the natural environment beyond air pollution – e.g. water pollution, waste generation
and treatment, use of land and land degradation, biodiversity, etc. as well as the implementation of
multilateral environmental agreements.
The main elements of the approach to this qualitative analysis are:
1. Literature review;
2. Analysis of official reporting schemes inscribed on respective international conventions;
3. Interviews with key informants and stakeholders;
4. Interpretation of quantitative results especially at the sectoral level.
The human rights analysis is part of the social analysis. In carrying out the Human Rights (HR)
impact assessment of the DCFTA with Morocco, we base ourselves on our experience in
conducting other sustainability pillars of FTAs in previous studies (notably the HR impact
assessment in the Trade SIA on the DCFTA between the EU and Armenia) and the HRIA approach
developed methodologically by Walker (2009). Our HRIA approach consists of four steps that are
closely aligned with the Trade SIA approach of the DG Trade Handbook (2006). First, we provide
an overview of the HR picture in Morocco. Secondly, we analyse which HR aspects are relevant to
the DCFTA. Then we turn to the impact of the DCFTA, where we first look how the DCFTA could in
general affect the HR landscape, and then make an assessment of the effects of the DCFTA on HR
aspects, based on the economic modelling results and additional analyses.
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Pillar 4: In-depth analysis of sectors and horizontal issues
The aim of the sectoral and/or horizontal issues analyses is to provide deeper insights into the
effects of a potential DCFTA for sectors or issues that are important for a successful conclusion of
the DCFTA. Up to four sectors or horizontal issues will be selected for further study, based on the
screening and scoping exercise (pillar 1) and in consultation with the Steering Committee.
For selected sectors, a more in-depth analysis will be conducted taking as a starting point the
quantitative effects resulting from the CGE analysis and the additional environmental and social
analyses (pillars 2 and 3). The sectoral analyses aim to complement these findings through causal
chain analysis, literature review, interviews and inputs from sector experts. Ultimately, the in-depth
analyses aim to present more detailed insights into economic (including impact on Small and
Medium Enterprises (SMEs)), social (such as employment and wage effects in the sector), and
environmental (including the effect of an increase in transportation services) impacts resulting from
the DCFTA at sector level and in relation to specific horizontal issues.
In case a horizontal issue is selected, we could look at important elements that affect a potential
DCFTA across multiple sectors. This analysis also starts with the CGE outcomes and compares
them across sectors. Examples of important horizontal issues could be SPS or TBT measures.
Pillar 5: Causal chain analysis
Causal chain analysis (CCA) is a conceptual tool used to identify the relevant cause-effect links
between the trade measures proposed and the economic, social and environmental impact this
trade measure may have. It is imperative for a realistic impact assessment that the CCA is applied
only to significant links between trade negotiations and their impacts. We use CCA to establish the
effects of the DCFTA on sustainable development and the effect of policy measures on these
effects. CCA is one of the tools that are used to formulate recommendations, and specifically
flanking measures, in order to increase the positive and mitigate the negative impacts of the
DCFTA between the EU and Morocco. For more details on how we apply CCA, the reader is
referred to the inception report.
Pillar 6: Dissemination and consultation
Consultation is a key element of the study since the inputs of all stakeholders to the negotiation
process (businesses, administration, civil society, industry etc.) are needed to identify the main
issues in relation to the sustainable development effects of the DCFTA. Hence, we aim to involve
these stakeholders as actively as possible throughout the study. Based on extensive analysis of the
stakeholder landscape, we have developed a consultation plan, which is more elaborately
presented in Chapter 5.
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2

Quantitative Econometric Modelling Results

In this chapter, we present and discuss the estimated effects of the potential EU-Morocco DCFTA
using a Computable General Equilibrium (CGE) model.
First, we present the general macro-economic effects at national level. We then take a closer look
at the economic results by examining the estimates at a more disaggregate level, focusing on
sector specific changes. Finally we present the effects on environmental and social indicators,
which will be used as inputs for the additional social and environmental analyses in Chapter 3.

2.1

Overview macroeconomic effects
We begin with the overall macro-economic effects for the EU, Morocco and the rest of the world
(RoW). The estimated changes in national income, GDP, consumer prices, wages and trade
indicators for the short,- as well as the long-run settings are presented in Table 2.1 below. The
short-run setting captures the direct, static effects of removing the NTMs and regulatory divergence.
In the long-run, capital is allowed to adjust (i.e. reallocation). This adds a dynamic investment
effect, which reinforces the comparative advantages of the EU and Moroccan economies.
The relative changes presented in the table reflect the effects with respect to the baseline. The
presented effects in this chapter are additional gains or losses compared to this baseline. As
explained in chapter 1, the baseline for Morocco includes the October 2012 agreement and the
results presented below (and discussed further in this chapter) show the expected economic
changes due to the establishment of a DCFTA between the EU and Morocco. The overall economic
changes expected from both the October 2012 agreement and the DCFTA are presented in Annex
E.
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Table 2.1 Overview Macroeconomic Variables
Variable/Country

European Union

Morocco

Tunisia

Egypt

Turkey

Other Middle East

Other North Africa

Other Africa

RoW

834.2

1,145.1

-2.4

2.1

-5.4

0.6

2.6

4.3

48.2

GDP, % change

0.0

1.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Consumer prices, % change

0.0

0.4

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Wages, less skilled % change

0.0

1.4

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Wages, more skilled % change

0.0

1.6

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Terms of trade, % change

0.0

0.7

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Total Imports, % change

0.0

8.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Total Exports, % change

0.0

15.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

1,403.2

1,300.3

-2.7

-0.1

-0.6

3.1

4.9

11.8

74.6

GDP, % change

0.0

1.6

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Consumer prices, % change

0.0

0.4

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Wages, less skilled % change

0.0

1.6

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Wages, more skilled % change

0.0

1.9

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Terms of trade, % change

0.0

0.7

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Total Imports, % change

0.0

8.4

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Total Exports, % change

0.0

15.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Short run
National Income, million €

Long Run
National Income, million €

Source: IIDE CGE modelling calculations.
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As can be seen from the first row of the table, the DCFTA is expected to yield positive economic
effects for both the EU and Morocco. For the EU, national income is estimated to increase by € 834
million in the short-run, and € 1,403 Million in the longer run setting. In the short-run, the absolute
national income gain for Morocco (€ 1,145 million) is shown to be bigger than for the EU (€ 834
million). In the long-run, the expected gain in national income for Morocco is € 1,300 million, while
for the EU it is expected to be in the area of € 1,403 million. The difference in the magnitude of the
gains in the short- and long-run settings implies that capital reallocation is more important for the
EU than for Morocco.
In relative terms however, the gains are more pronounced for Morocco than for the EU. For
Morocco, the GDP increase translates into a 1.3 and 1.6 per cent increase in the short-, and longrun settings respectively, while the change in EU’s GDP is 0.0 per cent. This difference in relative
gains reflects the difference in relative importance of the economies for each other. While the EU is
one of the most important trading partners for Morocco, this is not the case for the EU. Thus as
barriers to trade are removed between the two economies, the impact on Morocco’s trade and
economy is significant, while for the EU the resulting changes are marginal.
Liberalising trade between the EU and Morocco is shown to have no visible economic effect on any
of the other countries. Furthermore, the estimated effect on all other variables in the table for the
EU is shown to be zero. On the other hand, Moroccan consumer prices are shown to increase by
0.4 per cent, while wages increase between 1.4 and 1.2 per cent. As a result, purchasing power of
Moroccan consumers is expected to increase.
A country’s terms of trade reflect how much the exports are worth in terms of imports. As such, an
expected improvement (i.e. positive change) in a country’s terms of trade implies that for each unit
of exports sold, the country can afford to buy more imports. Liberalising trade with the EU is shown
to cause Moroccan terms of trade to increase by 0.7 per cent. Meanwhile, Moroccan overall imports
are expected to increase by eight per cent and exports by 15 per cent.
As discussed in Chapter 1, the modelling scenario for the proposed EU-Morocco DCFTA contains a
combination of lowering of Non Tariff Measures (NTMs) in goods and services. These policy
changes also trigger spill-over effects. The spill-over effects stem from measures taken to align
Moroccan industry standards to EU regulations, which will result in better market access to third
country markets as well. No tariff liberalisations were modelled since the DCFTA is not expected to
reduce tariffs further (tariffs already being close to zero). Figure 2.1 below presents the estimated
changes in national income but now decomposed to reveal the share of these different trade
liberalisation channels in the overall effects.
Figure 2.1 Changes in National Income million €, Divided by Trade Liberalisation Measure

Source: IIDE CGE modelling calculations.
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As can be seen from the figure, the lowering of NTMs in goods is accountable for all of the EU
national income gains. The small positive income effect, stemming from the lowering of services
NTMs is counteracted by the negative, trade diverting effect caused by spill-overs. The spill-over
trade diversion is due to the fact that the harmonisation of regulations is not only beneficial to the
EU and Morocco, but to third countries as well. The harmonisation lowers effective trade costs,
increasing competition from third countries, and in some cases, causing trade to be diverted from
the EU.
More than three quarters of the Moroccan national income gains is shown to be attributable to the
lowering of NTMs in goods, while the rest stems from spill-overs. Lowering of NTMs in services is
shown to only contribute marginally. For the EU, the entire gain in national income is attributable to
lowering NTMs in goods trade as the contribution of spill overs and lowering barriers in services
trade offset each other out in their contribution to national income gains. Hence, overall we
conclude that a large share of the overall gains due to the DCFTA is driven by approximation of
NTMs in goods trade between the two regions. This outcome is a direct result of the definition of the
simulation of the DCFTA as this agreement will not include any tariff liberalisations and hence
focuses on removal of other non-tariff trade barriers in services and goods trade. Since services
5

trade represent a much smaller share compared to goods trade in the data used, the overall gains
from services liberalisation is smaller.

2.1.1 Bilateral Trade Effects
In Table 2.1 above, we reported changes in overall trade for EU and Morocco. In this subsection,
we take a closer look at what happens to EU-Moroccan bilateral trade flows specifically. These are
summarised in the table below.
Table 2.2 Changes in EU-Moroccan bilateral trade, changes in per cent
short- run

long run

Morocco exports to EU, % change

23.6

23.6

EU exports to Morocco, % change

17.6

18.1

Source: IIDE CGE modelling calculations.

As can be seen from the table the bilateral trade effects are more substantial than the estimated
changes in total trade. Moroccan exports to the EU are shown to increase by 24 per cent while
imports from the EU are shown to increase by 18 per cent in both the long-, and short-run settings.

2.2

Sector specific effects
In order to learn more about the underlying changes across the economies, we now turn the focus
of our analysis to the disaggregate sector specific changes in value added, employment and trade,
as well as the resulting effects on the EU-Moroccan bilateral trading patterns. As previously noted,
the estimated changes to the EU economy are very small both at macro and sector specific levels.
In the long-run setting, none of the expected changes are bigger than 0.5 per cent and for most
sectors the expected changes are insignificant. Since all sector specific changes in the EU’s value
added and employment are close to zero, these are presented in the Annex E and not further
elaborated on here. Instead we focus on analysing the sector specific effects for Morocco. Before
analysing the changes, we start by presenting an overview of the structure of Moroccan production
and trade in the baseline, so that the presented changes can be viewed in their proper context.
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2.2.1 Moroccan production and employment
As can be seen from the figure below, the agriculture and food sectors are still quite important in
the Moroccan economy. Food and agriculture’s share of total value added in Morocco (21 per cent)
is slightly higher than the manufacturing sectors’ share (21 per cent). Meanwhile, the share of the
services sectors is accountable for approximately 58 per cent of total value added.
Figure 2.2 Overview of Morocco's production value added by sector (shares in % of total value added)

Source: GTAP.

The patterns of employment and value added for the Moroccan economy are presented in Table
2.3 below. As can be seen from the third column, 85 per cent of Moroccan skilled labour is
employed in the services sectors where the public and other services sector alone accounts for the
employment of 57 per cent of the Moroccan skilled labour force. Meanwhile, the services sectors
employ 50 per cent of the less skilled labour force. For comparison, about 58 per cent of total value
added is attributable to the services sectors in the Moroccan economy, of which 23 per cent is
attributable to public and other services.
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Table 2.3 Sectors specific changes in Moroccan output and employment, long run setting
Sector

Baseline share of

% change in VA

total VA (%)

28

Baseline share of total

% change in

Baseline share of total

% change in less

skilled empl. (%)

skilled empl.

less skilled empl. (%)

skilled empl.

grains and crops

5.4

-2.7

0.2

-2.8

7.3

-2.63

vegetables and fruit

4.2

4.0

0.2

4.0

5.8

4.04

other crops

1.0

-1.8

0.0

-1.9

1.3

-1.79

animal products

3.6

0.3

0.1

0.2

4.9

0.33

forestry products

0.6

-0.7

0.0

-1.0

0.8

-0.65

fisheries

0.3

0.2

0.0

0.2

0.3

0.22

primary energy

0.0

-0.3

0.0

-0.9

0.0

-0.32

other minerals

3.1

-0.5

1.2

-0.7

2.9

-0.44

processed meats

2.4

0.4

1.2

-0.2

2.4

0.43

vegetable oils

0.1

3.3

0.0

2.5

0.1

3.30

other processed foods

3.1

1.9

1.7

1.3

3.3

1.92

beverages and tobacco

0.4

-0.2

0.2

-0.8

0.4

-0.20

textiles

0.7

-2.7

0.4

-3.1

0.9

-2.71

wearing apparel

2.1

1.3

1.1

0.8

2.8

1.37

leather goods

1.9

-3.6

1.2

-4.0

2.6

-3.59

lumber, paper

1.8

-3.1

1.0

-3.5

2.3

-3.05

petrochemicals

0.5

-1.9

0.2

-2.5

0.3

-1.86

chemicals, rubber, plastics

2.6

-0.2

1.5

-0.9

2.4

-0.18

non metallic mineral products

1.8

-0.8

0.9

-1.4

1.9

-0.77

metals

0.6

0.7

0.3

0.0

0.6

0.73

fabricated metals

1.2

-2.1

0.8

-2.5

1.5

-2.07

motor vehicles

0.4

2.7

0.3

2.0

0.5

2.73

other transport equipment

0.4

-0.3

0.3

-0.7

0.6

-0.28

electrical machinery

1.0

-2.1

0.7

-2.6

1.1

-2.12

other machinery

2.4

8.5

1.6

7.4

2.5

8.53

other manufactures

0.7

-0.9

0.3

-1.4

0.9

-0.88
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Sector

Baseline share of

% change in VA

total VA (%)

Baseline share of total

% change in

Baseline share of total

% change in less

skilled empl. (%)

skilled empl.

less skilled empl. (%)

skilled empl.

utilities

2.4

-0.9

1.3

-1.6

0.9

-0.85

construction

8.4

0.6

5.1

-0.1

9.9

0.73

trade

9.1

0.7

6.7

0.0

10.8

0.89

inland transport

5.8

-0.1

4.2

-0.8

6.8

0.01

water transport

0.8

-0.5

0.5

-1.2

0.8

-0.48

air transport

1.3

-1.7

0.9

-2.3

1.4

-1.68

communications

0.9

-1.4

1.2

-1.9

0.6

-1.35

finance and insurance

1.2

-0.5

2.2

-0.9

1.1

-0.47

ICT other business services

3.4

-1.8

3.5

-2.3

1.7

-1.70

consumer services

1.1

0.4

1.6

-0.2

0.8

0.43

public and other services

23.4

0.9

57.4

0.4

14.8

1.70

Source: IIDE CGE modelling calculations.
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Next, we move to estimated sector specific changes in Moroccan value added and employment,
resulting from an EU-Moroccan DCFTA in the long-run setting, which are also presented in Table
2.3 and Figures 2.3, 2.4 and 2.5. Both the table and the graphs include baseline figures, so that the
relative changes can be placed into perspective. In the graphs, the size of the bubble refers to the
share of value added and employment the sector represents for Morocco. The vertical axis
represents amount of exports in 2011 (without DCFTA) and the horizontal axis shows the expected
impact from the DCFTA in the long run. Only the sectors in which the most significant changes are
expected are included. Table 2.3 and the Annex E show the effects of all sectors due to the
DCFTA.
As it can be seen from the table, no clear pattern on the food and agricultural sectors,
manufacturing and services sectors emerges, and the estimated changes are quite small.
Furthermore, although the allocation of labour across sectors differs from the sector specific
allocation of value added, the estimated changes in employment and value added are shown to be
reasonably similar.
Within the Agricultural sector, the biggest changes include the expansion of the vegetables and
fruits sector (by 4.0 per cent), which accounts for four per cent of Moroccan value added and the
decrease (by 2.7 per cent) of the grains and crops sector. The vegetable oils sector, which in the
baseline only accounts for 0.1 per cent of total value added, is estimated to increase by 3.3 per
cent.
The vegetables and fruits sector is currently somewhat protected from trade both in Morocco and
the EU. Signing the DCFTA assumes substantial reductions of non-tariff measures. These changes
will give a significant boost to bilateral trade in vegetables and fruit. Trade liberalisation will cause
Moroccan exports to the EU to increase by 15 per cent, while the EU exports to Morocco are
estimated to expand by 24 per cent. However, the Moroccan vegetables and fruits market will
continue to be supplied mostly by domestic producers. Imports only account for about six per cent
of total sector sales in Morocco in the baseline and this share will increase only slightly (about one
percentage point) as a result of liberalising trade. Thus, the overall effect of trade liberalisation will
be beneficial for Moroccan vegetables and fruit producers.
Figure 2.3 Changes in value added after the DCFTA (Long run), selected sectors in Morocco
Exports to the EU
(baseline)
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Winning sectors

Losing sectors
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Figure 2.4 Changes in employment (more skilled) after the DCFTA (Long run), selected sectors in
Morocco
Winning sectors
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10
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Within the manufacturing sectors, the most notable change is the 8.5 per cent increase in the other
machinery sector. This sector, which accounts for 2.4 per cent of total Moroccan value added in the
baseline, is an important trading sector (we will return to this issue later on in this chapter). Looking
at the decomposed effects of the different liberalisation measures reveals that the lowering of NTMs
in goods is, by far, the most important measure driving these changes. Imports of other machinery
into Morocco (of which the share coming from the EU accounts for 56 per cent) provide a significant
part of production inputs to the domestic Moroccan industry. Most of the sector’s output, in turn, is
sold as capital goods on the domestic market, with only 25 per cent of the output exported (and the
exports are predominantly destined for the EU). Reduced NTMs in the sector will lead to lower
prices of imported components of other machinery and will consequently give a boost to imports. As
a result, the sector’s total imports will increase by 13 per cent. Imports from the EU will grow even
more (i.e. increase by 24 per cent), after which the share of the EU in other machinery imports of
Morocco will increase to 62 per cent. Growth of Moroccan exports in other machinery will be even
more substantial compared to growth in imports of the sector, with an increase of 71 per cent
overall and 76 per cent in the exports to the EU.
Leather goods is the Moroccan sector which will experience the biggest drop (- 3.6 per cent) in
value added. The underlying reason for this decrease is the reduction in NTMs in bilateral trade
with the EU. Since imported leather goods constitute 31 per cent of the country’s private
consumption of the product, this creates a noticeable competition to the local producers. The EU is
the main exporter of leather goods to Morocco (i.e. the EU accounts for 92 per cent of total imports
in the baseline) and as such the imports of leather goods from the EU are expected to increase by
20 per cent as a result of the DCFTA and will increase the competition in the market. Consequently,
Moroccan value is expected to contract by 3.6 per cent in the long run.
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Figure 2.5

Changes in employment (less skilled) after the DCFTA (Long run), selected sectors in

Morocco
Exports to the EU,
mil Euro
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2.2.2 Trade
Current situation
The current trading patterns between the EU and Morocco display a highly unbalanced relationship.
While the EU is clearly the most important trading partner for Morocco (i.e. 63 per cent of total
Moroccan exports are destined for the EU market), less than 1 per cent of total extra-EU exports
are going to Morocco.
The agriculture and foods sector is not only important for domestic value added, but also
constitutes a significant part of Moroccan exports to the EU. About one-fifth of Moroccan exports to
the EU are agricultural and food products. An even more important sector for EU exports is textiles
and clothing, with one-fourth of total exports originating from this sector. Trade within the other
machinery and equipment sector is also substantial, constituting 14 per cent of total Moroccan
exports to the EU. Meanwhile, the three most important sectors in EU exports to Morocco are other
machinery and equipment (19 per cent of total EU exports to Morocco originate from this sector),
chemicals (chemicals, rubber, plastics represent 13 per cent and petrochemicals 8 per cent of total
EU exports), and textiles (7 per cent).
Table 2.4 Overview, EU's trade with Morocco (2011)
EU's exports to Morocco
Sector

Morocco's exports to the EU

in €

as a share

as a share

in €

as a share

as a share

million

of total

of total

million

of total

of total

extra-EU

exports to

exports

exports to

exports

Morocco

the EU

Grains and crops

477.64

8.0%

3.1%

23.61

44.2%

0.2%

Veg, fruit, nuts, oil

48.86

1.0%

0.3%

1,161.85

75.2%

9.3%

Other crops

112.25

1.8%

0.7%

38.70

62.4%

0.3%

Animal products

117.32

2.7%

0.8%

96.49

84.7%

0.8%

Forestry products

34.82

3.1%

0.2%

4.02

66.1%

0.0%

Fish products

113.78

13.2%

0.7%

79.28

54.2%

0.6%

seeds
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EU's exports to Morocco
Sector

in €
million

as a share

Morocco's exports to the EU

as a share

in €
million

as a share

as a share

of total

of total

extra-EU

exports to

exports

Morocco

0.80

0.0%

0.0%

0.00

6.3%

0.0%

100.06

0.5%

0.6%

623.52

46.2%

5.0%

8.60

0.1%

0.1%

36.30

53.4%

0.3%

Vegetable oils and fats

21.13

0.7%

0.1%

45.96

67.0%

0.4%

Other processed food

326.78

0.9%

2.1%

1,150.78

66.1%

9.2%

Beverages and tobacco

56.13

0.2%

0.4%

8.73

44.4%

0.1%

1,063.20

4.9%

6.8%

617.29

95.3%

4.9%

wearing apparel

209.59

1.2%

1.3%

2,078.61

93.7%

16.6%

leather products

172.59

1.3%

1.1%

435.76

92.0%

3.5%

Wood, paper, publishing

754.55

1.2%

4.8%

118.00

50.7%

0.9%

Petrochemicals

1,226.13

3.6%

7.9%

250.71

0.0%

2.0%

Chemicals, rubber,

2,012.82

0.9%

12.9%

905.24

51.2%

7.2%

Ceramics, cement, etc.

271.87

1.3%

1.7%

52.80

71.6%

0.4%

Primary metals

887.07

1.5%

5.7%

268.22

53.6%

2.1%

Fabricated metals

449.74

1.1%

2.9%

68.23

69.2%

0.5%

Motor vehicles

1,299.69

0.9%

8.3%

259.84

90.2%

2.1%

Other transport

651.09

0.9%

4.2%

113.27

94.0%

0.9%

Electronics, computers

559.82

0.9%

3.6%

146.54

27.6%

1.2%

3,041.52

0.8%

19.5%

1,769.28

91.7%

14.1%

Other manufacturing

129.41

0.4%

0.8%

36.05

43.8%

0.3%

Utilities

203.58

3.0%

1.3%

4.78

47.0%

0.0%

Construction

4.91

0.0%

0.0%

6.91

33.5%

0.1%

Trade

64.53

0.1%

0.4%

72.74

38.6%

0.6%

Other transport

89.93

0.2%

0.6%

514.97

43.2%

4.1%

Water transport

18.54

0.1%

0.1%

35.06

44.6%

0.3%

Air transport

200.80

0.4%

1.3%

271.38

36.3%

2.2%

Communications

36.83

0.2%

0.2%

201.08

58.5%

1.6%

Finance and insurance

57.75

0.1%

0.4%

29.31

21.6%

0.2%

Business and ICT

514.20

0.3%

3.3%

501.75

46.6%

4.0%

Personal and

48.61

0.2%

0.3%

30.73

40.1%

0.2%

187.28

0.5%

1.2%

452.41

29.5%

3.6%

15,574.21

0.8%

100.0%

12,510.20

62.7%

100.0%

Energy
Other minerals
Livestock and Meat

of total

of total

exports

exports to
the EU

Products

Textiles

plastics

Other machinery and
equipment

recreational services
Public and other
services
Total
Source: GTAP.
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Looking at the patterns of Moroccan trade with the EU vs. trade with the rest of the world, four
sectors stand out in terms of importance for Morocco. These are textiles and clothing (textiles,
wearing apparel, and leather products), motor vehicles, other transport, and other machinery
equipment. In these sectors, the share of exports to the EU in total Moroccan exports is higher than
90 per cent, thus making the EU the single most important export destination for these sectors. On
the other end of the spectrum, there are only two sectors where this share is lower than 20 per
cent: energy (representing only six per cent) and petrochemicals (zero per cent).
Although the share of exports to Morocco in total extra-EU exports is quite small, there are a few
exceptions. These include grains and crops (with eight per cent of total extra-EU exports going to
Morocco), fish products (13 per cent), and textiles (five per cent). Given the size of the Moroccan
economy, these shares are rather significant. Thus in short, even though Morocco’s importance for
the EU as an export destination is marginal at the aggregate level, there are a few sectors where
Morocco is a relatively important destination for exporters.
We now turn our attention to the expected changes to trade as a result of the DCFTA, by first
analysing the estimated changes in Moroccan trade with the rest of the world and then to changes
in the EU-Moroccan bilateral trade. Table 2.5 below summarises current Moroccan trade patterns
and estimated percentage changes in exports and imports in the DCFTA scenario (including the
figures on the initial importance of the various sectors in the baseline).
Table 2.5 Sectors specific changes in Moroccan trade, long run setting
Sector

Baseline share

% change in

Baseline share

% change in

of total exports

total exports

of total imports

total imports

(%)
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(%)

grains and crops

0.3

7.6

4.8

9.2

vegetables and fruit

7.7

13.7

0.4

15.0

other crops

0.3

12.6

0.8

12.3

animal products

0.6

16.9

0.4

19.8

forestry products

0.0

12.8

0.4

7.0

fisheries

0.7

6.4

0.3

6.4

primary energy

0.0

14.5

10.4

-2.0

other minerals

6.8

0.4

0.9

1.7

processed meats

0.3

25.1

0.2

33.5

vegetable oils

0.3

41.8

1.4

4.3

other processed foods

8.7

15.2

2.8

12.5

beverages and tobacco

0.1

3.7

0.3

5.7

textiles

3.2

8.9

6.2

5.0

wearing apparel

11.1

6.0

1.8

10.2

leather goods

2.4

3.8

1.4

12.4

lumber, paper

1.2

2.4

3.8

8.1

petrochemicals

2.0

4.7

6.5

3.0

chemicals, rubber, plastics

8.9

30.3

9.9

14.7

non metallic mineral products

0.4

24.5

1.4

13.2

metals

2.5

24.3

6.4

8.0

fabricated metals

0.5

28.7

2.2

15.8

motor vehicles

1.4

50.3

7.3

3.4

other transport equipment

0.6

89.0

2.6

9.3

electrical machinery

2.7

19.4

4.9

9.5

other machinery

9.7

70.9

13.8

12.9
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Sector

Baseline share

% change in

Baseline share

% change in

of total exports

total exports

of total imports

total imports

(%)

(%)

other manufactures

0.4

16.5

0.7

18.3

utilities

0.1

-0.5

0.6

19.3

construction

0.1

-0.9

0.0

9.5

trade

0.9

-2.5

0.4

13.0

inland transport

6.0

-1.4

0.6

10.8

water transport

0.4

0.0

0.1

7.2

air transport

3.7

-0.5

1.3

5.3

communications

1.7

-1.9

0.2

11.2

finance and insurance

0.7

-2.7

0.4

11.7

ICT other business services

5.4

-1.4

2.5

9.6

consumer services

0.4

-1.8

0.3

11.4

public and other services

7.7

-1.8

1.7

10.6

Source: IIDE CGE modelling calculations.

As was the case for the EU-Moroccan bilateral trade, baseline Moroccan trade is concentrated in
the manufacturing sectors (the second and fourth columns of the table above). 47 per cent of
Moroccan total exports and 69 per cent of total imports consist of manufacturing goods.
In terms of total Moroccan exports, wearing apparel (11.4 per cent), other machinery (9.7 per cent)
and chemicals, rubber and plastics (8.9 per cent) are the three most important sectors. The
manufacturing sectors are also expected to experience the biggest relative increases in exports,
with the 89 per cent increase in exports of other transport equipment and 71 per cent in other
machinery. Given that other machinery is accountable for close to 10 per cent of Moroccan exports
prior to the trade agreement, this will imply a significant increase in exports – and as previously
pointed out - in output. The 30 per cent increase in Moroccan exports of the chemicals, rubber and
plastics - which is a significant sector both in terms of imports and exports - is not accompanied by
a significant increase in output, but rather by an increase in imported components (i.e. this sector’s
imports will increase by 15 per cent), which substitute the domestically supplied components.
Around 70 per cent of imported chemicals are used as intermediate inputs in Moroccan industry,
and the EU accounts for 51 per cent of the sector’s imports. Exports constitute half of the sector’s
output and the EU, which is the destination for 55 per cent of these exports, is the major trading
partner. This implies that the bulk of the trade increases will take place between Morocco and the
EU, and trade with third countries will increase less.
Other transport equipment, while having only a small share of base line exports, experiences the
fastest growth in exports among all industries (89 per cent). This sector relies heavily on imports of
inputs from the EU, and most of the sector’s output is sold as capital goods on the domestic market.
Meanwhile, exports (mostly to the EU) account only for about 12 per cent of output. Reduced NTMs
to trade are estimated to cause both exports and imports to increase as more inputs of production
will be imported and output will be re-exported back to the EU. As was the case for chemicals,
rubber and plastic above, the increase in trade does not affect the sector’s output. Instead, growth
in imports of components in this sector is offset by a decrease in use of domestic ones, thus the
increase in exports comes at the cost of lower sales in the domestic market.
Exports in all agricultural sectors are estimated to increase, with the biggest percentage increases
in vegetable oils (41.8 per cent) and processed meats (25.2 per cent). However these sectors do
not constitute a significant share of the exports prior to the trade agreement, and thus the absolute
effects of these increases will be limited. Other processed foods and vegetables and fruit, which
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account for 8.7 and 7.7 per cent of baseline exports respectively, are shown to increase exports by
around 15 per cent. Meanwhile, the resulting changes in comparative advantage cause exports in
all services sectors to decrease as a result of the signing of a DCFTA.
Moroccan imports will, with the exception of the two per cent decrease in primary energy, increase
across all sectors. As previously pointed out, close to 70 per cent of baseline imports are
manufactured goods and as it was the case with exports, chemicals, rubber and plastic (9.9 per
cent) and other Machinery (13.8 per cent) are the most important import sectors. Both these
sectors, as well as many other manufacturing sectors, will increase imports by between 10 and 15
per cent. The biggest relative increase is the expected 33 per cent increase in the processed meat
sector, even though this sector represents only a small share of imports.
Processed meat is the sector with the highest estimated import growth in Morocco. Total imports
are expected to increase by 33.2 per cent as a result of the DCFTA with the EU, with bilateral
imports growing even more substantially – by 132 per cent. Currently, the processed meat market
in Morocco is somewhat protected from competition from imports, and the share of imported meat
at the market is around six per cent. The EU’s share of the processed meat imports is quite low (11
per cent), but it is estimated to almost double as a result of trade liberalisation. Nevertheless, the
total share of foreign processed meat in the Moroccan market will remain rather low, thus the effect
of trade liberalisation on the sector’s value added and labour will be limited.
In order to measure the sector specific bilateral trade impact of a Morocco-EU DCFTA, a calculation
from the Copenhagen Economics (2007) study on the economic impact of an FTA between the EU
and South Korea is employed. It reveals which sectors are estimated to contribute most to the
increase in bilateral trade flows and as such experience the biggest trade impacts. It shows the
relative importance of specific sectors, as share of a sector in the total increase in exports from
6

Morocco to the EU . The allocation across sectors of these increases is depicted in Figures 2.7 and
2.8 below.

Figure 2.6 Sectoral decomposition of the estimated DCFTA related expansion of Morocco's exports to
the EU in the long-run

Source: IIDE CGE modelling calculations.

6
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By dividing the product of the percentage change and the bilateral export value in the sector with the sum of the product of
the percentage change and the bilateral export value in the sector
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As previously pointed out, Moroccan exports are expected to increase by around 24 per cent in the
long run. As can be seen from figure 2.7, 46 per cent of the increase is attributable to other
machinery, 15 per cent to chemicals, rubber and plastics and eight per cent to other processed
foods.
EU’s exports to Morocco were shown to increase by 18 per cent in the long-run setting. As can be
seen from Figure 2.8 below, the same sectors are important here, which shows that exports and
imports of intermediate products play an important role in bilateral trade flows. An estimated 26.1
per cent of the gains are attributable to other machinery, while the chemicals, rubber and plastics
sector contributes 17 per cent of the gain.
Figure 2.7 Sectoral decomposition of the estimated DCFTA related expansion of EU's exports to
Morocco in the long-run

Source: IIDE CGE modelling calculations.

2.3

Environmental Indicators in the CGE model
Next, we examine the estimated effects of a DCFTA on the environment by analysing the resulting
changes in land use and CO2 emissions. The expected effects on land use in Morocco and the EU,
as well as the changes in CO2-emissions for Morocco, the EU and the world in the long-run setting,
are presented in Table 2.6 below.

Table 2.6 Environmental variables, long run setting, emissions measured in million metric tons (MT) CO2
Country / region

Change in emissions

Change in land use intensity, %

European Union million MTC02

0.6

Morocco million MT CO2

0.0

European Union %

0.0

-0.1

Morocco %

0.0

0.3

World %

0.0

Source: IIDE CGE modelling calculations.
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The expected change in production patterns, driven by increased EU-Moroccan trade is shown to
imply a slight increase of 0.6 million Metric Tonnes (MT) of CO2 emissions in the EU and a
corresponding global increase of 0.9 million MT in CO2 emissions, while leaving the Moroccan
emissions unchanged. In relative terms, the EU and global increases are tiny and amount to
insignificant overall change.
As it can be seen from the second column of the table, the DCFTA will imply small changes in the
degree of land use. For the EU, land use is expected to decrease by 0.1 per cent, while the
resulting changes in Moroccan production will cause land use to increase by 0.3 per cent. A likely
explanation for this increase is the increase in output in the fruit and vegetables sector, which uses
a relatively large amount of land for production.

2.4

Social Indicators in the CGE Model
Some of the estimated variables from the CGE analysis, which are of special interest for the social
impact assessment, are presented in the Table 2.7 below.
Table 2.7 Social Indicators, long run setting, changes in per cent
Wage Change (%)

Labour displacement (%)

less skilled workers

more skilled workers

less skilled workers

more skilled workers

European Union

0.0

0.0

0.0

0.0

Morocco

1.6

1.9

1.1

1.1

Source: IIDE CGE modelling calculations.

The first column shows the estimated changes in wages for the less skilled labour force. As
previously pointed out, EU wages remain unchanged, while the Moroccan less and more skilled
workers will experience wage increases of up to 1.6 and 1.9 per cent respectively.
The last two columns, containing labour displacement indicators, illustrate how many workers are
expected to move between sectors within the EU and Morocco. Labour displacement is measured
as the share of the labour force that will relocate due to changes in production patterns as a result
of the agreement. As it could be expected, since the relative changes are too small to trigger any
major shifts in European employment, the corresponding levels of labour displacement are also
insignificant. In the longer run, no significant displacement is expected to take place in the EU
labour force, while on the other hand 11 per cent of the Moroccan less and more skilled workers
respectively are estimated to relocate between sectors.

2.5

Synthesis and implications of the CGE results
The purpose of this chapter was to present and discuss the estimated effects of liberalising trade
between the EU and Morocco based on the outcome of our CGE model. The utilised model
incorporated trade liberalisation assumptions with regards to NTMs to goods and services as well
as resulting spill-overs to third countries and analysed the estimated effects in a short-, and longrun setting. No tariff liberalisations were modelled since the DCFTA is not expected to significantly
reduce tariffs further (tariffs in bilateral trade already being nearly zero).
The analysis showed that liberalising trade would imply welfare gains for both the EU and Morocco,
although these gains for the EU would be somewhat limited, due to the relatively small share of
Morocco in the EU’s total trade. Among the measures taken to lower trade costs, the lowering of
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NTMs in goods is shown to be the most important factor in generating positive overall income
effects. This measure is accountable for all of the EU gains and the majority of the Moroccan gains.
The estimated effects in the long- and short-run setting in Morocco are very similar, which suggests
that the capital reallocation effects are not very significant.
Given the asymmetric nature of the trade relations, some significant changes were shown to take
place at sectoral level in the Moroccan economy, while only very marginal changes would occur at
sectoral level in the EU.
For Morocco, the biggest relative changes in sector specific output is shown to occur within the
manufacturing sectors, most notably so for other machinery (+8.5 per cent) and leather goods (-3.6
per cent), while the biggest increase in the output of the agricultural sectors is expected for
vegetables and fruit (+4 per cent). Corresponding impacts in trade are much bigger. The biggest
increases in total Moroccan exports are 89, 71 and 30 per cent increases in other transport
equipment, other machinery and chemicals, rubber and plastics respectively. Processed meat is the
sector with the biggest estimated relative increase in Moroccan imports (33 per cent).
EU-Moroccan trade is characterised by a high degree of outsourcing, and as such there is a lot of
two-way trade going on within sectors. This is especially the case for other machinery and
chemicals, rubber and plastics and wearing apparel.
The DCFTA also implies gains for Moroccan workers. Consumer prices are shown to increase by
0.4 per cent, while wages increase between 1.5 and 1.7 (average of skilled and unskilled) per cent,
which will result in an overall increase in purchasing power. Some labour displacement (around 1.1
per cent) of the Moroccan labour force is expected to take place as a result of changes in
production. The DCFTA is not estimated to have any significant effect on environment (CO2 and
land use) for either country.
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3

Additional Social Analysis

This chapter contains the additional social and environmental analysis, using a mix of quantitative
and qualitative techniques. Sections 3.1 to 3.3 contain the results of the social analysis, where
section 3.4 pays specific attention to the Human Rights impact. The social and human rights
analyses are structured as follows: we first present the current situation and the analyse what the
impact of the DCFTA could be on this baseline scenario.

3.1

Social analysis: status quo
With respect to the current social situation in Morocco, we start by looking at some quantitative
indicators (income, inequality and poverty), followed by an assessment of the current situation with
respect to the ILO’s Decent Work Agenda, more specifically its four pillars: 1) Creating jobs; 2)
Guaranteeing rights at work; 3) Extending social protection; and 4) Promoting social dialogue.
Finally, we address gender equality as a cross-cutting objective.

3.1.1 Income, inequality and poverty levels in Morocco
According to the World Bank, Morocco classifies as a lower middle income country. Average
income per capita, measured in GNI per capita, is reported at USD 2970 in 2011 current prices.
Income development over time was better than the overall trend for lower middle income countries.
However, the difference between the MENA’s and Morocco’s average income has more than four
folded since 2005. Whereas in 2005 the MENA region’s income was just USD 237 higher than
Morocco’s, this difference was USD 1016 in 2010.
Income inequality in Morocco as measured by the Gini coefficient is fairly average, ranking at
position 55 in the world according to the CIA Factbook. The Gini coefficient calculated for 2007 was
40.9. This index is scored on a 0-100 scale. A value closer to 0 (zero) indicates lower income
inequality, while values closer to 100 indicate higher income inequality. The value is comparable to
countries such as Jordan (35), Egypt (31), Tunisia (41), and Algeria (35).
Explicit indicators of the extent and depth of poverty in Morocco for 2007 give the following picture:
•

The percentage of population below the national poverty line is 9% as reported by the World
Bank;

•

Extreme poverty in Morocco stands at 14% of population that have to lice on less than USD 2 a
day (calculated for 2007). Moreover, 2,5% of the total population can spend less than USD 1,25
a day.

From a broader socio-economic perspective, enrolment in primary education as well as life
expectancy at birth is comparable to the average of the MENA region.
Morocco has a minimum wage in place, but this is thought to be ineffective because of the low
level, weak coverage and lack of enforcement. The level of the minimum wage (2007 or later) is
USD 383 at PPP.
Wages tend to be more egalitarian in the public sector than in the private sector, leading to a
narrower range of wages. Public sector wage-setting rules also emphasise more formal education
and seniority. Estimates of returns to education are generally higher in the public sector than in the
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private sector. Rates of return have particularly declined in Morocco, matching estimates of more
rapid increases in unemployment among educated workers, where the public sector has
contracted.
Employment is an important factor reducing the risk and depth of poverty. The sectors trade,
construction, public and other services and grains and crops provide the highest shares of total
employment for less skilled workers. Except for the grains and crops sector, these sectors are all
expected to benefit from the DCFTA in terms of employment.
The estimated rate of labour reallocation for less skilled workers induced by the DCFTA is relatively
moderate. About 2.7% of less skilled labour will shift among sectors. The reallocation pattern
implies displacement of labour and generation of new vacancies. The increase in dynamics of
labour market flows creates both opportunities for the currently unemployed and a threat to those
potentially vulnerable to lose their jobs.
The overall impact of the DCFTA in terms of unemployment among less skilled workers is not
explicitly estimated by the CGE, but is likely to be beneficial. The shifts in sector structure may help
to get the labour market out of the currently low level of dynamics. Further positive impacts are
likely due to the expected economic growth and the employment generated by sectors that employ
relatively many less skilled workers.

3.1.2 Decent Work in Morocco
Employment and job creation
Labour market indicators generally show an unfavourable negative picture of the Moroccan labour
market as participation and employment rates are low, especially among women, while
unemployment and underemployment is widespread and the informal sector is extensive.
Demographic developments
In order to understand the dynamics of the labour market in Morocco, it is important to focus first on
demographic developments. High population growth in the 1960s and 70s caused severe pressures
on the labour market in the 1980s and 90s, when this new generation entered the labour market.
Only in the 1990s Moroccan population growth rates started to slow down, because of substantial
improvements in female health and education, a lack of affordable housing and of high youth
unemployment. This lower fertility rate currently starts to affect the labour market situation, as
reflected in the change in working population: the increase of working-age population slowed down
significantly from 3.7 per cent during the 1980s to 2 per cent over the period 2005-2008. It is
expected that the growth of the working age population will slow down even further, thereby
reducing pressures on the labour market and contributing to lower unemployment. For the time
being however, the large young population continues to put pressure on the Moroccan labour
market.
Key labour market data
Because the (potentially favourable) demographic developments impact the labour market only in
the long term, the current situation is not expected to change in the coming years. In addition, the
economic growth rates from the last decade also did not cause higher levels of (high quality)
employment. This can be explained by the fact that productivity gains have only been achieved in a
limited number of sectors such as telecommunications, transport, financial services, and real
estate, whereas productivity in other sectors remains limited.

7
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Carnegie Endowment (2010).
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The largest share of the working population is active in the agricultural sector (40.9%), followed by
8

the service sector (37.2%) and industry (21.7%). With 59.2 % far more women work in the
9

agricultural sector than men. The largest share of workers in Morocco, however, works in the
informal economy, either as employees or as self-employed entrepreneurs.
According to the ILO, the term “informal economy” comprises the expanding and increasingly
diverse group of workers and businesses in both rural and urban areas that operate informally.
There are very few data on the size and composition of the informal sector. What is known however
are the numbers on social protection coverage through systematic data collection in Labour Force
Surveys. In accordance with data availability, informal employment can be defined as all jobs not
declared to a social security system, or all working persons who do not benefit from any social
protection that include both self-employed and wage-earners.

10

Based on Moroccan social security statistics, the ILO states that informal employment decreased
from 80 per cent in 1990 to 75.8 per cent in 2000. The process of formalisation has come to a halt
since then, in particular because of the size of agricultural sector.

11

The Moroccan labour market is therefore mainly characterised through low participation and
employment rates. As shown in Table 3.1 the participation rates declined from 53.4% to 51.2% over
the period of 2000-2009. Table 3.1 also shows the declining availability of jobs resulting from
demographic developments described above. Particularly striking are the structural low levels of
female participation throughout the period.
Table 3.1 Participation, employment and unemployment in Morocco 2000-2009
2000

2004

2009

53.4

52.6

51.2

85.2

84.3

78.4

29.4

29.7

26

46.4

46.9

40.8

Male

68.1

69.3

61.8

Female

25.3

25.1

20.9

10.9

9.3

7.3

Participation rate (%)

12

Male
Female
Employment rate (%)

13

Unemployment rate (%)

14

Male

10.7

8.9

6.9

Female

11.7

10.3

8.4

Source: ILO KILM 7th edition.

Economic growth clearly was not sufficient to create enough employment to absorb all the
unemployed and new entrants on the labour market. Nevertheless, unemployment declined as the
number of jobs created per annum exceeded the number of new entrants. In the period of 20002008, on average 123,000 people entered the labour market each year, while on average 162,000
jobs were created.

8
9
10
11
12
13
14
15

15

Source: ILO KILM 7th Edition. Figures for 2008.
Source: ILO KILM 7th Edition. Figures for 2008.
Cf. ILO (2010) for an extensive elaboration.
See on this issue: Carnegie Endowment (2010).
Source: ILO KILM 7th edition, for persons aged 25+. Based on national statistics (LFS).
Source: ILO KILM 7th edition, for persons aged 15+. Based on national statistics (LFS): Employment to population ratio.
Source: ILO KILM 7th edition, adult unemployment rate. Based on household or labour force survey.
Carnegie Endowment (2010).
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The declining unemployment rates should not be misinterpreted as a sign of an improved
functioning of the labour market in Morocco.

16

The labour market in Morocco remains especially

confronted with a structural unemployment problem among young urban graduates. Table 3.2
depicts the particular low participation and employment rates among youth. It shows that youth
unemployment rates are more than twice as high as the unemployment rates for adults.
Table 3.2 Youth participation rate in Morocco 2000- 2009
2000

2004

2009

Participation rate (%) 17

46.5

44

30.3

Male

64.7

62.3

44.5

Female

28.2

25.1

16.1

Unemployment rate (%) 18

19.3

15.4

21.9

Male

20.9

15.8

22.8

Female

15.7

14.4

19.4

Source: ILO (2010).

Unemployed young people experience severe difficulties to enter the labour market.

19

On the one

hand, it is because of an inadequate educational system and the subsequent significant
mismatches between skills supply and demand. On the other hand, young graduates are very much
focused on jobs in the public sector where job opportunities are limited.
It is therefore not uncommon in Morocco that young persons have given up the search for a job or
started to work in a low quality job and remain in poverty despite working.
Policies
The Moroccan government currently implements a strategy that focuses on two objectives.

20

First,

the government strives to achieve an economic growth rate that exceeds six per cent per annum in
order to create sufficient employment opportunities. On the other hand, however, the government
aims to implement several policies to stimulate remunerated employment and self-employment.
The latter policies include several active labour market policies that are implemented since the
1990s. These vary from subsidies for employment (CPE –IDMAJ) to training and retraining policies
(TAEHIL) and encouraging entrepreneurship among young self-employed people (Moukawalati). All
programmes focus on young people.
In February 2011, an Employment Charter was concluded in tripartite consultation. The Charter
was (partially) intended to revitalise the three programmes listed above and was launched in the
framework of the Vision 2020 project of the General Confederation of Businesses in Morocco
(CGEM), however, the effectiveness of such programmes still need to be further improved. The
Charter also includes measures to lower barriers for young jobseekers to access the (formal) labour
market.
Employment issues also gained a high priority in other policies such as the emergency plan 20092019 to improve access to education, especially for women, and which foresees provisions to
enhance guidance and counselling in the education curricula”.

16
17
18
19
20
21
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Cf. Ibid. Also ILO (2010).
Source: ILO KILM 7th edition, for persons aged 15-24. Based on national statistics (LFS).
Source: ILO KILM 7th edition, youth unemployment rate. Based on household or labour force survey.
Cf. Africaneconomicoutlook (2012).
Cf. ILO 2010.
Cf. ILO (2010), p. 25.
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In the future, jobs may also be created in new sectors by private companies, such as green energy
(solar power). On 23 May 2012 Morocco signed several international agreements that cover areas
like business integrity to international investment and green growth. Through the intensification of
cooperation with the OECD, Morocco committed itself to ensuring greater multilateral cooperation,
more transparency and greater business integrity. With their commitment to a Declaration on Green
Growth, Morocco seeks to achieve environmentally and socially sustainable economic growth.

22

Rights at work
Given the considerable size of the informal sector, most Moroccan workers are not protected by
labour legislation. When focusing on the formal sector however, the ILO (2010) identified two
employment patterns in all Northern African countries, including Morocco. On the one hand, civil
service jobs are more attractive than most jobs in the private sector because they are safer, better
remunerated, and automatically generate pension entitlements. On the other hand, inflexible labour
legislation that increases the costs for employers to hire and fire staff creates barriers for private
sector employers to hire staff formally. Layoff indemnities in particular have been increased since a
new Labour Code came into force in 2004 in Morocco.
In cooperation with the ILO, Morocco has introduced a Decent Work Pilot Programmes (DWPP) to
show that the promotion of Decent Work is not only a social objective but also a productive factor
for growth and upgrade in the prevailing global and competitive environment. One of these DWPPs
has been implemented in the textile and garment sector in Morocco from 2004 onwards.

23

The

textile and garment sector was chosen because it is the prime example of the exporting industry in
Morocco. Between the early 1980s and early 1990s exports by this sector increased almost five
times. In addition, the textile and garment sector is the key to industrial employment as it employs
about 200,000 workers that represent 42% of Moroccan industrial workforce. More than 70% of
these workers are women. Finally, this sector was selected because of possible social unrest that
could evolve from planned employers’ and government’ measures to increase the global
competitiveness of the sector, mainly in the areas of production costs, investment climate and
political and economic stability.
This DWPP successfully facilitated the Moroccan Government and social partners to agree upon a
new strategy for this industry that integrates both the economic and social dimensions of the
sector's development. As result, issues such as links between productivity and working conditions;
enterprise restructuring, adjustment and access to markets; employment policies and the role of the
social partners in the design and implementation of skills development programmes, and the
increasing attention paid to the respect of workers' rights and working conditions in the global
market are now taken into account in tripartite discussions in the sector.
Concerning the ratification and enforcement of ILO Conventions with relevance to the Decent Work
agenda, this has been elaborated upon in section 3.4 (human rights). Morocco ratified seven of the
ILO’s fundamental conventions.

24

Our analysis has shown that all ILO conventions ratified by

Morocco are also in force.
During 2011-2012 the ILO’s Committee of Experts on the Application of Conventions and
Recommendations (CEACR) adopted various comments and direct requests to the Moroccan

22

23

24

cf. OECD (2012) “Tunisia and Morocco join multilateral business integrity and green growth instruments.” Newsroom:
http://www.oecd.org/newsroom/tunisiaandmoroccojoinmultilateralbusinessintegrityandgreengrowthinstruments.htm.
Cf. ILO (2005). Decent Work Pilot Programme. Moroccan Case Study – An example of a sectoral approach. Internet:
http://www.ilo.org/public/english/bureau/dwpp/download/morocco/morcasestudy.pdf.
See also: http://webfusion.ilo.org/public/db/standards/normes/appl/appl-ratif8conv.cfm?lang=EN.
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Government that concerned all fundamental conventions with the exception of convention No. 87
that has not been ratified by Morocco.

25

In 2012, the CEACR’s observations on the application of conventions No. 29 and 105 (on
elimination of forced labour) mainly concerned bringing existing national legislation more in line with
the spirit of the conventions. The Committee requested to amend legislation on the requisitioning of
persons and of goods in order to satisfy national needs. In addition, the Committee expressed its
wish to see more effective penalties for conducting acts associated with forced labour when
reforming the Penal Code.
In 2012, the Committee also raised an extensive range of issues on the conventions No. 138 and
182 on elimination of child labour. These concerned the collection of information on child labour by
the government of Morocco. In addition, the Committee adopted observations concerning the legal
provisions on the minimum age for employment as well as those arranging artistic performances of
children in line with the conventions and the penalties for criminal acts associated with employing
children for undertaking hazardous work. The Committee asked the Moroccan government to
enhance its efforts to increase the number of pupils in compulsory schooling. Furthermore, the
national government was asked to intensify its efforts to adopt and implement legal measures to
prevent hazardous domestic work done by children and to counteract sexual exploitation of
children.
The Committee adopted several direct requests to the Moroccan government in 2012. The
Committee repeatedly asked the government to prohibit the use, procuring or offering of a child
under 18 years of age for illicit activities, in particular for the production and trafficking of drugs, by
national law. The Committee moreover requested the government directly to increase school
attendance of children under 18, in particular of girls and children living in rural areas. In addition,
the government was requested to put more effort in the identification, removal and reintegration of
street children, since these are usually victim of the worst forms of child labour.
Finally, the Committee adopted several observations and direct requests on the conventions No.
100 and 111 on non-discrimination in 2011. Observations concerned requests for more information
on compliance with the principles of equal treatment and equal remuneration for equal work
between men and women, with specific attention to the textile and informal manufacturing sectors.
The national government was also requested to apply these principles with respect to ethnic origin.
The promotion of its application should furthermore be undertaken in cooperation with the social
partners.
Lastly, the Committee also asked the government of Morocco to directly to take measures against
acts of sexual harassment at the workplace, to agree upon the Bill on domestic work (as domestic
workers are excluded from the scope of the Labour Code) and to provide more information on
status of adopted legislation in this area.
Social protection
The Moroccan social security system is rated in the World Social Security Report (2010) rated as
“semi-comprehensive”.

26

This rating is somewhat below other Maghreb countries like Tunisia or

Algeria which have comprehensive systems including protection against unemployment. The
system in Morocco includes statutory programmes on:
•

Sickness;

•

Maternity;

25
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http://www.ilo.org/dyn/normlex/en/f?p=1000:13201:0::NO:13201:P13201_COUNTRY_ID:102993
ILO (2010). World Social Security Report.
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•

Old age;

•

Invalidity;

•

Survivors;

•

Family allowances;

•

Employment injury.

An unemployment insurance scheme does not exist in Morocco.
Despite the existence of a social protection system, only a very limited number of workers is
covered by this system. For example, with respect to retirement, all funds together provide
pensions to only about two million persons, a number that equals approximately 26% of
economically active population.

27

In addition to the limited coverage of the pension scheme, the

pensions themselves are also very low. According to the ILO, 73% of retired persons receive a
pension that is less than the minimum wage (SMIG – Salaire minimum interprofessional garanti).
Health insurance coverage has recently been extended with the introduction of an Assurance
Maladie Obligatoire (AMO) in 2006 and a medical assistance scheme for poor people (RAMED) in
2007. The AMO scheme approximately covers 1.6 million wage earners in the private sector and
their families who weren’t previously covered against health risks. It is estimated by the ILO (2008)
that the RAMED scheme covers approximately 9 million people.
In comparison with the total Moroccan workforce however, the coverage of the social security
system is extremely limited. The ILO estimates that only about 25 per cent of the workforce is
covered by social security.

28

Other social security schemes in Morocco include public and private schemes as well as schemes
operated by NGOs. Public schemes include Inaya, a medical insurance scheme for independent
workers (since 2007), drought programmes to assist rural people to survive long periods of drought,
and a food subsidy scheme. The budget of the latter scheme has been increased by a factor five
between 2002 and 2008, but only covers 10% of the poorest in the country.. Private schemes
include various insurance schemes for pensions and health. NGOs finally operate several health
and micro-finance facilities throughout the country.
Social dialogue
The institutional and legal framework that governs the social dialogue in Morocco is laid down in the
Constitution and the Labour Code that came into force in 2004. Morocco nevertheless has not (yet)
ratified the fundamental convention No. 87 on the freedom of associations.
This framework foresees that some categories of workers are not allowed to form trade unions,
including public servants, members of the judiciary, domestic workers and agricultural workers, and
all union officials must be of Moroccan nationality.
Collective bargaining moreover is limited to the most representative union, which must represent at
least 35% of the total number of employees at enterprise level.
Even though a right to strike is guaranteed in the Constitution, employers are allowed to prosecute
any strikers who hold a sit-in, damage property or carry out other forms of protest.

27

28

This example of the limited coverage is both provided by ILO (2008) and the International Social Security Association:
http://www.issa.int/Observatoire/Profils-des-pays/Regions/Afrique/Maroc.
Cf. ILO (2010), p. 20.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

47

The international Trade Union Confederation (ITUC) moreover indicates that social dialogue in
Morocco in practice is even more limited.

29

On the basis of its annual survey of violations of trade

union rights, the ITUC notes that Moroccan trade unions are being excluded from Export Production
Zones (EPZs), through which the freedom of association is restricted in practice. In addition, the
ITUC argues that the increase in the number of strikes in 2011 resulted (at least in part, as some of
the strikes are most probably linked to the Arab Spring) from the absence of social dialogue at
enterprise level.

3.1.3 Gender equality
Despite the enforcement of various ILO conventions focused on equal treatment and the protection
of maternity rights of female workers, progress in the area of gender equality is limited because of
insufficient resources made available to oversee and implement the laws, strategies and policies
and to generate sufficient awareness on entitlements in women’s rights amongst the population.
During the previous decade only 21.7% of the women worked in the non-agricultural sector and
women accounted only for 25% of the active working population.
The number of women in decision-making positions and in politics remains low despite the
implementation of various measures against gender discrimination. Whereas the proportion of
women in the Parliament increased from 0.7% in 1997 to 16.7% in 2011, the new government
appointed in early 2012 includes only one woman.

3.2

The scope for the role of the DCFTA and the potential impact on decent work and
equality
It is challenging to identify potential impacts of the DCFTA on decent work and equality in Morocco.
Based on the outcomes of the CGE model and the qualitative account of the existing social
situation, it is possible to identify neutral to positive impact of the DCFTA. Due to the inability to
perform a quantitative social analysis on poverty and welfare, this section starts with an elaboration
of the available social effects from the CGE model. Secondly, the potential effects of the DCFTA
are discussed along the four pillars of the Decent Work Agenda.
Finally, the Association Agreement (outside the scope of this analysis) already includes provisions
on social security cooperation with the EU. Measures to implement these acts in Morocco are
currently being negotiated and should be taken into account as the external environment for the
DCFTA negotiations.

3.2.1 Quantitative employment and wage effects
This section uses the outputs of the results of the economic model presented in chapter 2 for
drawing more inferences of the effect of the DCFTA in the field of wage and sectoral employment
effects. As mentioned in Chapter 2 and the methodological note in Annex A, the CGE model
assumes full employment and adjusts via wages. As such, the model is only able to predict
employment shifts between sectors. In this subsection, the quantitative wage and sectoral
employment effects are discussed in more detail.
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http://survey.ituc-csi.org/Morocco.html?lang=en#tabs-4.
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Wage effects
Table 3.3 depicts overall wage effects decomposed by the different trade liberalisation measures
assumed to capture the DCFTA scenario. The overall wage effects are positive for Morocco, both in
the short run and in the long run. Effects on both kinds of labour differ only marginally with the
impacts on skilled wages being slightly more positive than unskilled labour. In the long-run, it seems
that the spread between wage changes of skilled and unskilled labour increases slightly in the
favour of skilled labour wages. It becomes clear that in the short-run as well as in the long-run
goods NTMs are the most dominating influence on wages.
Table 3.3 Overall wage effects (in %)
Short run
goods

services

NTMs

NTMs

Skilled Labour

1 .30

Unskilled Labour
Average

Long run
goods

services

NTMs

NTMs

1 .6

1 .45

0 .20

1 .4

0 .26

1 .5

Spill-overs

Total

0 .01

0 .31

1 .09

0 .07

1 .19

0 .04

Spill-overs

Total

0 .02

0 .38

1 .9

1 .25

0 .08

0 .28

1 .6

1 .35

0 .05

0 .33

1 .7

Source: IIDE CGE simulation results.

Sectoral employment effects
Table 3.4 presents the most significant employment effects for the long-run based on the CGE
model predictions. The employment effects are the strongest for most manufacturing sectors. This
counts for positive as well as for negative employment effects. The ICT and other business
services, public and other services and trade are services sectors of the economy that are
projected to be relatively significantly affected by the DCFTA as well.
The leather goods and lumber and paper sector potentially face relatively severe decreases in
employment. Both experience a decline in unskilled employment of 4 and 3 per cent respectively.
The decrease in skilled labour is 4 per cent and 3.5 per cent slightly higher. However, neither of the
two sectors ranks especially high in their share in overall employment. In contrast, the grains and
crops sector takes rank 5 in total unskilled employment and experiences a 2.8 per cent reduction in
this labour category. Also, ICT and other business services typically employ comparably many
skilled workers. This sector is possibly confronted with a drop of 2.3 per cent in skilled labour.
Table 3.4 Most important employment impacts of the DCFTA per sector (long-run effects) 30
Sector

Changes in

Changes in

Share of

Share of skilled

unskilled

skilled

unskilled

employment as

employment

employment

employment as

% of total

(%)

(%)

% of total

Largest negative changes - unskilled employment
leather goods

-3 .7

-4 .0

2.6

1.2

lumber, paper

-3 .2

-3 .5

2.3

1

Textiles

-2 .9

-3 .1

0.9

0.4

grains and crops

-2 .8

-2 .8

7.3

0.2

electrical machinery

-2 .3

-2 .6

1.1

0.7

fabricated metals

-2 .3

-2 .5

1.5

0.8

petrochemicals

-2 .3

-2 .5

0.3

0.2

ICT other business services

-2 .1

-2 .3

1.7

3.5

Largest positive changes - unskilled employment
30

Table 3.4 is sorted with respect to the eight most significant positive and negative percentage changes in unskilled
employment.
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Sector

Changes in

Changes in

Share of

Share of skilled

unskilled

skilled

unskilled

employment as

employment

employment

employment as

% of total

(%)

(%)

% of total

other machinery

7 .7

7 .4

2.5

1.6

vegetables and fruit

4 .0

4 .0

5.8

0.2

vegetable oils

2 .8

2 .5

0.1

0.0

motor vehicles

2 .3

2 .0

0.5

0.3

other processed foods

1 .5

1 .3

3.3

1.7

wearing apparel

1 .0

0 .8

2.8

1.1

public and other services

0 .7

0 .4

15

57

trade

0 .3

0 .0

11

0.1

Source: GTAP 8 database projected to 2011, IIDE CGE simulation results.

The strongest increase in employment shares is in the other machinery sector (7.7 per cent and
7.4 per cent for unskilled and skilled workers respectively). In terms of total employment, this sector
is also relatively important. The vegetables and fruit sector is especially important for unskilled
employment and experiences in an increase of 4 per cent for both kinds of labour. Employment
effects for the processed foods sector are not as high as for vegetables and fruit, but for both
employment types it ranks in the top 10 in their share in employment. Lastly, the service sectors
public and other services and trade are the top two employers in the Moroccan economy. Both
benefit from a DCFTA in terms of employment.
Figure 3.1 decomposes the total DCFTA skilled employment effects for the sectors in Table 3.4 into
goods NTMs, service NTMs, and spill-over effects. It can be seen that effects are mainly driven by
the reduction in goods NTMs. This holds for positive and negative impacts alike. The drop in
service NTMs has different effects on employment across the sectors. For most sectors, the effects
from liberalising services NTMs is positive, except for the services sector ICT and other businesses,
which is likely to face increased competition from European competitors. The other sectors seem to
benefit from this reallocation of labour. In addition, skilled labour reallocations from spill-over effects
seem to be mostly negative in the most affected sectors, except for the vegetables and fruit and
fisheries sectors. It should be, however, noted that the overall gains or losses in employment are
not changed by the influence of the spill over effects. In general, the net losses from the spill over
effects are driven by the fact that regulatory alignment and trade facilitation for Morocco and the EU
will also result in more market access in some sectors from aboard. Hence, in some sectors
competition from more imports also increase which could result in pressure to lower wages and as
a result see some workers move.

50
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Figure 3.1 Decomposition of employment effects (skilled labour); in %

Source: IIDE CGE modelling results.

3.2.2 Other potential impacts
Job creation
The CGE model is not able to predict changes in overall employment, as it assumes fixed
employment. It is, however, possible to say something about job creation on the basis of the
various insights obtained throughout the course of this study. A higher demand for goods and
services after the DCFTA will lead to an increased demand for wages (employment is fixed).
Though mismatch in labour demand and supply and frictions on the labour market may exist, a
higher labour demand in a situation of unemployment of both skilled and unskilled labour will lead at
least in part to more hiring on the labour market as a whole. This reduces unemployment, but
implies a lower wage impact than predicted by the CGE. We expect therefore that the increase in
labour income will partly accrue to previously unemployed workers, and partly show up as higher
wages.
At sectoral level, however, we are able to predict some changes in employment allocation in the
economy. Employment shares will increase in those sectors that already export to the EU and
where Morocco has a clear competitive advantage. The analysis in section 3.1.1 has highlighted
these expected changes at sectoral level.
In addition, new export-oriented sectors may emerge in the formal economy, for example green
solar-powered energy to the EU that generates employment opportunities. The DCFTA is expected
to facilitate cooperation between Moroccan and European companies in the sectors as well as
market access to the EU energy market. Precisely these technical sectors may exploit the large
pool of un(der)employed highly educated young people.
Given the existing mismatch between skills demand and supply, especially concerning the young
highly educated workers, it may be expected that business will exert increased pressure – in the
light of unfolding business opportunities- on the government to reform the education system and
retraining programmes. This may in the long-run lead to further job creation.
Rights at work
For certain sectors, the DCFTA will force Moroccan producers to comply with EU product and
production regulations. While some of these standards mainly relate to the quality of the product,
others also directly affect working conditions (e.g. restrictions on use of dangerous chemical
substances).
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The expected inclusion of a trade and sustainable development chapter in the DCFTA is intended
to prevent a race to the bottom in the area of rights at work. As is the case with other recently
negotiated trade agreements, the DCFTA with Morocco also foresees a monitoring mechanism that
incorporates the input from civil society, including trade unions and business representatives on,
this topic, amongst others.
In addition, the DCFTA may reinforce pressure from the EU to improve labour standards that is
based on the cooperation in the social field as established in the Association Agreement. Such
pressure to improve labour standards may also arise from EU-based companies that intend to do
business with Moroccan companies.
Finally, the DCFTA may stimulate business to exert pressure on the government to relax the rigidity
of labour legislation in order to produce goods and services for export to the EU in the formal
economy and thus with formally employed staff protected by labour and social legislation. This may
contribute to job creation needed to anticipate on new business opportunities arising from the
DCFTA.
Social protection
In the area of social protection, potential impacts from the DCFTA will be very indirect. The
coverage of social protection schemes may be expanded by the governance because of the
increase in incomes and a corresponding change in preferences of Moroccan constituencies whose
wealth improved. The expected – but not proven in this study - higher average living standards
resulting from the DCFTA (assuming that national income gains accrue equally to society) may lead
to increased demand for more social security provided by a more efficient and broader social
security system.
The Association Agreement already includes a chapter on EU-Morocco cooperation in the social
field and hence covers already several elements of the decent work agenda. Relevant priority
projects in this area are intended to improve the social security system.
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The EU currently

negotiates with Morocco on implementing acts in this domain. To the extent that the DCFTA will
make such commitments binding, an impact from the DCFTA can be expected in this area.
At the same time however, the ability to expand social protection will however also depend on
changes in fiscal revenues that follow from the DCFTA (e.g. additional tax collection due to
economic growth) may change the level of funds and administrative capacity to implement such a
system. The CGE model used in this study does not include, however, an indicator on fiscal
revenues.
In addition, business may exert pressure on the government not to increase (indirect) wage costs
too much in order to remain competitive on the EU market. This pressure may stimulate the
Moroccan government to target social security schemes more accurately and hence increase the
efficiency of the schemes.
Social dialogue
In the light of the relatively limited social dialogue currently existing in Morocco, the DCFTA is
unlikely to generate a direct positive impact.
The impact of the DCFTA on enhanced social dialogue may stem from its impact on higher
economic growth, higher average living standards and hence gradually increasing societal interest
in stronger engagement of the societal partners in the design of employment and social policies, in
31
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Chapter III Cooperation in the Social Field, Art 71.
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conducting the overall reform process, in consultation with legislative proposals, in assessing
impacts resulting from trade policy and dialogue about restructuring and flanking measures. Yet,
the strength of these impacts is probably small and social dialogue continues to be influenced by
factors not related to the DCFTA. Enhanced social dialogue is more likely to follow from Morocco –
EU cooperation in the social field as concluded in the Association Agreement and hence the
dialogue continues to be influenced by factors not related to the DCFTA.
Gender equality
Given the existing cultural and resource-related barriers to gender equality, equality issues will also
be influenced only indirectly by the DCFTA, if they are influenced by the DCFTA at all. Gender
equality may be strengthened by other EU-Moroccan cooperation in this field such as the
Association Agreement. In addition, such changes may be reinforced by international conventions
that support equality and condemn discrimination.
Equality may be furthermore promoted indirectly by the DCFTA. The resulting increase in living
standards and changes in attitudes towards equality issues among Moroccan constituencies may
yield more societal equality. Such changes may be reinforced by international conventions that
support equality and condemn discrimination.
On the negative side however, shifts in employment opportunities among sectors may
disproportionally affect weakest groups of the workforce: Those with low skills, women and ethnic
minorities and hence groups subject to unequal treatment and chances. Even though worsening of
the current situation is not very likely, it is difficult to provide an estimate for the future.

3.3

Human rights analysis

3.3.1 Introduction
In line with the actions on external policy explained in detail in the EC Communication from 19
October 2010, “Strategy for the effective implementation of the Charter of Fundamental Rights by
32

the European Union” , the Trade Sustainability Impact Assessment (TSIA) of the proposed Deep &
Comprehensive Free Trade Agreement (DCFTA) between the EU and Morocco needs to take into
account the human rights (HR) issues to analyse the effects that the DCFTA might bring to its
people in the two blocs.
Methodologically, the human rights elements of this impact assessment are based on the EC
Communication ‘Operational Guidance on Fundamental Rights in Commission Impact
Assessments’,
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Human Rights Impact Assessment (HRIA) work done by Simon Walker , and

experience in the analysis of human rights impacts in previous TSIAs.

35

Our HRIA approach for this

report consists of three steps that are closely aligned with the TSIA approach of the DG Trade
Handbook (2006):
•
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Step 1: Provide a concise overview of the HR landscape in Morocco;

EC Communication “Strategy for the effective implementation of the Charter of Fundamental Rights by the European
Union”, COM(2010) 573 final, available at: http://ec.europa.eu/justice/news/intro/doc/com_2010_573_en.pdf [accessed 20
November 2012].
SEC(2011) 567 final, available at: http://ec.europa.eu/governance/impact/key_docs/docs/sec_2011_0567_en.pdf
[accessed 20 November 2012].
Walker, S. (2009). The Future of Human Rights Impact Assessments of Trade Agreements, Intersentia.
Ecorys-CASE (2012), “Human Rights impact of the Deep and Comprehensive Free Trade Agreements between the EU
and Georgia and Moldova”, in Ecorys (2012), “Trade Sustainability Impact Assessment of the DCFTA between the EU and
Georgia and Moldova”, page 66-77 and page 66-75, Rotterdam, 2012.
EC (2006). Handbook for Trade Sustainability Impact Assessment, External Trade, available at:
http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf [accessed 20 November 2012].
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•

Step 2: Based on the HR landscape, pre-select the HR elements that are most likely affected
by the DCFTA;

•

Step 3: Based on the policy (modelling) scenarios and additional analysis, look at the potential
impacts from the DCFTA for the stylised HR aspects.

In line with the EU’s Impact Assessment guidelines, Step 1 constitutes the baseline for human
rights, while Steps 2 and 3 compare the potential DCFTA outcomes for human rights to this
baseline.

3.3.2 Step 1: Overview of the Human Rights landscape in Morocco
General human rights record
The Kingdom of Morocco is a constitutional monarchy, with a strong position of King Mohammed
VI. Although parliament is elected, the Constitution supports the supreme powers of the king to
dissolve parliament, call for new elections and dismiss and appoint ministers.
Human Development Report ranks Morocco 130 out of 187 countries,
having medium level of human development.
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The 2013 UNDP

which characterises it as

In the 2013 rating of Freedom House, an

independent watchdog organisation dedicated to the expansion of freedom around the world,
Morocco falls in the category ‘partly free state’, its scores on civil liberties and on political rights are
4 and 5 respectively (based on a scale 7 - the worst and 1 – the best).
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In 2012 the Corruption

Perception Index surveyed by Transparency International ranked Morocco 88 out of 176
countries.

41

Morocco has made important steps in improving its human rights record in the past years. The state
under the king Mohammed VI in 1999 started the programme on providing reparations to the
victims of human rights violations that occurred between 1956 and 1999
of these crimes have not received effective access to justice,
prosecuted).
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(although many victims

and perpetrators have not been

New legislation on the position of women was adopted that has made significant

progress in de jure recognition of the equality rights.

45

The New Constitution was adopted in 2011

that formally strengthened protection of human rights in Morocco. Most recent elections were
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Justice Process, available at: http://ictj.org/sites/default/files/ICTJ-Morocco-Gender-Transitional%20Justice-2011English.pdf [accessed 6 May 2013].
Amnesty International, Amnesty International Annual Report 2012 - Morocco/Western Sahara, 24 May 2012, available at:
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2011, 21 December 2011, CAT/C/MAR/CO/4, available at:
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regarded as free and transparent but with the dominant position of the king in the political structure,
the citizens still lack the ability to change their government.

46

Morocco has ratified majority of the United Nations human rights treaties.
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In the most recent

Universal Periodic Review, the government positively reviewed the recommendations on ratification
of the first Optional Protocol to the International Covenant on Civil and Political Rights (OP-ICCPR),
the Optional Protocol to the Convention on Elimination of All Forms of Discrimination against
Women (OP-CEDAW), the Optional Protocol to the Convention against Torture (OPCAT), the
International Convention for the Protection of all Persons from Enforced Disappearances.

48

Morocco signed but did not ratify the Rome Statute for the International Criminal Court.
In spite of all the positive developments, many stakeholders express concern about the persistence
of human rights violations in Morocco. Particularly, violations with respect to the use of torture and
other ill-treatment, especially in political cases; state of the prison conditions; control of the
executive branch over the judiciary; excessive use of force by the security forces; child labour,
particularly children working as domestic workers in the informal sector; enjoyment of the right to
freedom of expression; discrimination against women; trafficking in persons. One of the major
problems in Moroccan human rights record lies in the inconsistency between law and practice
demonstrating the lack of implementation and enforcement of the existing laws.
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Table 3.5 below summarises main human rights issues present in Morocco.
Table 3.5 Main human rights issues in Morocco
Human rights issue

Insights

Civil And Political Rights
Right to fair trial

The Judiciary in Morocco is not independent and courts are allegedly used to
punish opponents of the government. 50 Opposition forces to the government
and dissidents have reportedly faced unfair trial. 51 In some cases the court
refused their requests for medical examinations on the possibility of torture and
convicted the defendants based on obviously forced confessions. Fundamental
fair trial standards are reportedly not respected in cases that involve persons
suspected of terrorism. 52 Executive branch exercises effective control over the
Higher Judicial Council, including promotion, appointment and dismissal of
judges, supervision of the work of the prosecutors. Moreover, Moroccan Military
Code in its present state contradicts the international standards by extending
the jurisdiction of military courts to try civilians. 53 On 8 May 2012 a High-level
body was appointed by the king to establish the national dialogue on the reform
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United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
See full list of ratifications in Table D.1 in Annex D.
Universal Periodic Review Information (UPR Info), Recommendations and Pledges, Morocco, Second Review, Session
13, 19 September 2012, available at: http://www.upr-info.org/IMG/pdf/recommendations_to_morocco_2012.pdf [accessed
5 May 2013].
UN News Service, Morocco must do more to eradicate torture, says UN rights expert, 24 September 2012, available at:
http://www.refworld.org/docid/5062dff22.html [accessed 5 May 2013].
Freedom House, Freedom in the World 2013 - Morocco, 10 April 2013, available at:
http://www.refworld.org/docid/5171048020c.html [accessed 4 May 2013].
Human Rights Watch, World Report 2013 - Morocco/ Western Sahara, 31 January 2013, available at:
http://www.refworld.org/docid/510fb4d90.html [accessed 4 May 2013].
Human Rights Watch, Morocco: “Stop Looking for Your Son”. Illegal Detentions under the Counterterrorism Law, 25
October 2010, available at: http://www.hrw.org/reports/2010/10/25/morocco-stop-looking-your-son-0 [accessed 6 May
2013].
The International Federation for Human Rights (FIDH), Fully independent judiciary must be established. Morocco. 16 April
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Human rights issue

Insights
of the judiciary and a number of events planned for 2013 in the framework of
this reform. 54

Torture and other ill-

Torture is prohibited by law, however, many cases of inhuman and degrading

treatment

treatment have been reported by various international organisations. 55

56

Practice of coerced confessions is allegedly often used by the judges to support
conviction. 57 Torture remains unpunished since judges frequently refuse to
refer detainees to medical experts when cases of torture are suspected. The
UN Special Rapporteur on torture noted that prosecution of perpetrators is rare
and victims are not provided with effective remedies and reparations. 58 Torture
is allegedly common during the pre-trial phase. Groups of the population, who
reportedly suffered from torture and other ill-treatment, include persons
suspected in terrorism, migrants, and advocates for independence of Western
Sahara, 59 and other opponents to the government. Human Rights Watch
(HRW) reports that ‘security officers routinely violate international and domestic
law in their treatment of persons suspected of links to terrorism’. 60 According to
the existing anti-terrorism legislation, persons detained by the security forces on
the suspected cases of terrorism and threats against national security can be
held in custody to extract confessions for up to 96 hours which can be extended
twice (up to 12 days in total), increasing the possibility of torture. Sub-Saharan
migrants have reportedly often been ill-treated by the police. Numerous
complaints have been received by the UN Special Rapporteur on Torture
concerning the ill--treatment of persons participating in demonstrations calling
for independence of the Western Sahara. 61 On the territory of Western Sahara
cases of excessive use of force by law enforcement agencies have also been
registered with the purpose to ‘prevent further support for the call for
independence’. 62 Lack of effective mechanisms to investigate the cases of
abuse and corruption as well as failure to prosecute the offenders, creates the
feeling of impunity for the security forces and deteriorates the situation. 63
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2013].
UN Human Rights Council, Report of the Special Rapporteur on torture and other cruel, inhuman or degrading treatment
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Human rights issue

Insights

Death penalty

Courts continue to impose death penalty but Morocco declared de facto
moratorium on death penalty since the 1990s. 64

Prison conditions

Prison conditions are reportedly poor, with a major problem of overcrowding
aggravated by frequent use of pre-trial detention by judges. 65 Other problems
include unhygienic conditions, inadequate medical care, inadequate nutrition,
no possibility to accommodate needs of prisoners with disabilities, aggression
and violence of the inmates, drug trafficking, lack of educational programmes
on rehabilitation of prisoners and their returning to the society. 66

Freedom of expression and

Freedom of expression and press is generally respected. However, restrictive

media

laws apply to the media that criticise the institution of the monarchy, Islam or
the territorial integrity of the country (Western Sahara). 67 Statements,
publications, and broadcasts that violate this restriction risk to be punished by
imprisonment or significant fines. HRW reported several cases of prosecution
and harassment over 2012. 68 Human rights defenders reporting on the territorial
integrity also faced prison sentences and significant fines. 69 The 2013 Press
Freedom Index prepared by the Reporters Without Borders ranked Morocco
136 out of 175 countries. 70

Freedom of assembly

The law provides for the right to free assembly. However, it has been reported
that approval process for demonstrations in some cases was delayed and the
use of excessive force has been used to end the unwanted protests. 71 This
right is not always respected (e.g. protests in Casablanca on 22 July 2012). 72

Freedom of association

The 2011 Constitution provides for the freedom of association. Civil society and
non-governmental organisations generally enjoy the right to operate. However,
the government impeded the official accreditation of many associations,
especially the ones that violated the restrictions on the monarchy, Islam and the
territorial integrity, which undermined their freedom of operation in the field. 73
Local human rights associations in Western Sahara were refused legalisation
and as a result could not accept legal contributions and could not access
government funds. 74

Freedom of religion

Although the right to practice one’s religion continues to be respected, some
limitations exist with respect to the freedom of religion. For example, renouncing
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Human rights issue

Insights
Islam by Muslims is prohibited. Public distribution of materials of different
religions is not allowed. 75 Freedom of media is restricted if critical of Islam, and
political parties based on religion are prohibited by law. 76

Human trafficking

The U.S. Department of State reports Morocco as ‘a source, destination, and
transit country for men, women, and children who are subjected to forced labour
and sex trafficking’. 77 Boys are forced to work in the construction industry and in
small artisan and mechanic shops. Older Moroccan girls and women and
female migrants are forced into prostitution in major cities in Morocco. 78
Moroccans (both women and men, and also children) are often transported to
other countries to be exploited for sex, selling drugs and other kinds of work. 79
The government of Morocco does not comply with the international legislation
on human trafficking but is making efforts to do so by providing protective
services to possible victims of human trafficking. However, the government
does not identify human trafficking as a problem separate from migrant
smuggling and little has been done to investigate and prosecute trafficking
offences and to convict offenders. 80

Rights of refugees and

Although the situation over the migrants and refugees has improved over the

migrants

past years, their situation remains challenging. 81 Morocco ratified the
International Convention on the Protection of the Rights of All Migrant Workers
and Their Families but did not ratify the International Labour Organisation (ILO)
Conventions No. 97 and No. 143 on migrant workers. 82 And it does not provide
for their rights in its national law. 83 Although Morocco has ratified a number of
international treaties on the protection of the rights of the refugees and
possesses provisions on the refugees in its national law, failure to implement
these laws deny the rights of the refugees and the asylum seekers to have
access to stay (residence permit), access to enter the labour market and work
under fair conditions. The Office of the UN High Commissioner for Refugees
(UNHCR) is actively assisting the state in handling the refugees and the
migrants and providing for their needs. UNHCR is the only organisation that can
grant the refugee status. The UN Committee against Torture noted that
Morocco lacks a ‘specific legal framework for refugees and asylum seekers that
would differentiate them from undocumented migrants’. 84Refugees and
migrants continue to be vulnerable to different kinds of abuses, 85 human
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Human rights issue

Insights
trafficking, ill-treatment and violence on the part of the security forces. HRW
reports several cases of police abuse of the migrants in 2012. 86

Domestic workers

Despite the existing legislation that prohibits employment of children under the
age of 15, many children much younger than 15 years old, predominantly girls,
are reported to work as household workers. 87 Failure to enforce the current
laws with respect to domestic workers and child labour puts many of them in the
situations when they work without contracts, when they are underpaid, and
work long hours. Some face verbal, physical and sexual abuse. Many are
confined to employer’s homes with no access to education. 88 Although
significantly reduced over the past years, the number of children working as
domestic workers is alarming. In October 2012, the government approved a
draft law on stricter sanctions on persons who violate the prohibition on
employing children under 15 and stricter conditions on employing persons
between 15 and 18 years of age as domestic workers. 89 Effective
implementation of this legislation, investigation into the abuses committed and
prosecution of the offenders, as well as the creation of various governmental
programmes aimed at elimination of child domestic labour will determine the
position of domestic workers in Morocco in the future.

Rights of the persons with

Discrimination against PWD is prohibited according to the law. Moreover,

disabilities (PWD)

special provisions exist on the access of PWD to education, medical care and
employment opportunities. However, implementation of this legislation has not
been effective. Many of the facilities have not been accessible for PWD, and
integration into society has not been effective either. 90

Women’s Rights

Although significant positive changes have been introduced in the 2011
Constitution on the position of women, they continue to face discrimination at
the societal level. 91 Reservations to the CEDAW with respect to art. 9 and
art.16 have been lifted, 92 but national inheritance laws remain discriminative
towards women. 93 The Penal Code provisions allow rapists escape prosecution
through marrying their victim. This provision has been frequently invoked by
judges. 94 Spousal rape is not criminalised. 95 Sexual abuses often remain
unreported to police for social reasons. Domestic violence reportedly prevails in
the state. 96 Sexual harassment is prohibited by law but it is considered a crime
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Human rights issue

Insights
only when committed by a supervisor and then falls into the abuse of
authority. 97 Reproductive rights of women are generally respected;
contraception is legal but often not available to women with low incomes,
illiterate women and women in rural areas. 98 Discrepancy between the rural
and urban areas is very high. Illiteracy is common among women in rural areas.
There are no women in leadership positions of Moroccan trade unions. The
participation rate of women in the labour force was only about 25 per cent in
2011. 99

Children’s Rights

Some children have reportedly been denied registration because they were
born to unmarried parents. 100 This resulted in no possibility to register at
schools. The gap between the boys and the girls in attendance of school,
school dropout rates is very high. 101 Although the marriage age prescribed by
law is 18, child marriage is still a concern, especially in rural areas. 102 Number
of street children is high in big cities. 103 Often children are involved in
begging. 104 Sexual exploitation of children is also common, see also in Human
Trafficking section. Children work as domestic workers in forced labour
conditions, see more in Domestic workers section. A high number of children
under 15 work in agriculture.

105

Children from Western Sahara are reportedly

engaged with dangerous forms of agriculture work that involved lifting heavy
loads, working with dangerous agricultural tools and dangerous chemicals. 106
Sanctions against the child labour have reportedly not been enforced due to
lack of resources. 107
LGBT rights

Sexual activity between same sexes is prohibited by law. 108

Economic, social and cultural rights
Right to health

The Moroccan Association of Human Rights (AMDH) reports that people with
limited incomes, people from the rural areas, people living in the city slums
have limited access to medical services. Maternal mortality, especially in rural
regions, is still high. 109 Infant mortality is 29 per cent. 110
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99
100
101

102

103

104
105
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107

108

109

60

Ibid.
United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
Ibid.
Ibid.
Moroccan Association of Human Rights (AMDH), Summary of the Annual Report on the situation of human rights in
Morocco for 2010, September 2011, available at:
http://www.amdh.org.ma/upload/Rapports/English%20reports/RAPPORT-VIOLATIONS-2010-Eng.pdf [accessed 6 May
2013].
United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
Moroccan Association of Human Rights (AMDH), Summary of the Annual Report on the situation of human rights in
Morocco for 2010, September 2011, available at:
http://www.amdh.org.ma/upload/Rapports/English%20reports/RAPPORT-VIOLATIONS-2010-Eng.pdf [accessed 6 May
2013].
Ibid.
United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
United States Department of Labour, 2011 Findings on the Worst Forms of Child Labour - Non-Independent Countries and
Territories, 26 September 2012, pp. 707-709, available at: http://www.refworld.org/docid/506594071d.html [accessed 6
May 2013].
United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
United States Department of State, 2012 Country Reports on Human Rights Practices - Morocco, 19 April 2013, available
at: http://www.refworld.org/docid/517e6e0118.html [accessed 4 May 2013].
Moroccan Association of Human Rights (AMDH), Summary of the Annual Report on the situation of human rights in
Morocco for 2010, September 2011, available at:
http://www.amdh.org.ma/upload/Rapports/English%20reports/RAPPORT-VIOLATIONS-2010-Eng.pdf [accessed 6 May
2013].

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

Human rights issue

Insights

Worker’s rights

According to the law, workers enjoy the right to form and join trade unions, to go
on strike and to bargain collectively, with the exception of the armed forces,
police and some members of judiciary, agricultural workers and domestic
workers. 111 Domestic workers are not included in the labour code and therefore
do not enjoy these rights. The challenge for worker’s rights lies in the fact that
the government have not always enforced labour laws due to weak labour
inspection resources 112. Also, reportedly, enforcement procedures have been
delayed and rendered less effective because of lengthy delays and appeals.
The scope for collective bargaining has been limited. Employers frequently had
the habit of setting wages unilaterally. With the expanding of the export
processing zones, forming trade unions has become difficult. Workers are
reportedly afraid to form trade unions fearing to lose their jobs, following
practice of a number of employers to dismiss workers (including temporary
workers) trying to form a union. 113 Many employers Informal sector reportedly
employed about 60 per cent of the labour force and did not meet the minimum
wage requirements. 114 Occupational health and safety standards are outdated
and do not meet the current international requirements. 115

Right to education

Illiteracy rates are approximately 40 per cent, 116 especially among women (60
per cent of women are illiterate according to the UNESCO report). 117 School
dropout rates continue to be high, especially in rural areas. 118 Education for All
Development Index prepared by UNESCO ranks Morocco as 94 out of 120
countries, which puts it at the lower range of the medium development with
respect to education. 119 Children working as domestic workers are denied to
have access to education (see section Domestic workers).

Right to adequate standard

The disparity between the urban and rural areas is very high. Reportedly people

of living

from rural areas are almost twice poorer than the people from the urban
areas. 120 Housing conditions in the slums are below standards. Access to public
services by poor families is limited. 121
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3.3.3 Step 2: Pre-selection of HR elements that are most likely affected by the DCFTA
For the next step, Step 2, we will look at the human rights that are most likely candidates to be
influenced by the DCFTA. That does not mean all other rights are not relevant, but they are not the
focus of this trade impact analysis, as the impact of the DCFTA on these rights will be much more
indirect, including – for example – changes in societal preferences due to changes in income.
We need to mention that the human rights that are relevant for the DCFTA can be relevant in
different ways. First of all, addressing certain HR issues mentioned would make Moroccan society
(and economy) more resilient against potential negative impacts of a DCFTA – thus mitigating
them. Second, certain measures would be addressed (legally) within the framework of the DCFTA
and are thus picked up directly (not as a necessary or expected output, but as an input).
Below in Table 3.6 we present which human rights issues are likely to be affected by the DCFTA
and why/how.
Table 3.6 Linking the relevant HR elements to the DCFTA
HR issue

Why relevant for DCFTA?

General human rights

The general HR record is an important indicator for the attitude of the

record:

Moroccan government and the country towards the rights of

Ratifications of

individuals. The better the record, the more potential a DCFTA will

international HR

have and the lower the downside risks with HR being protected for

treaties;

those that may lose out. The ratification of international HR treaties is

Implementation of the

important to protect citizens against the risks associated with

international HR

potential pressure on working rights or other rights, so ratification of

treaties into national

these treaties is important for the context of the DCFTA. Also – and

legislation;

maybe even more than ratification – the implementation matters for

Corruption level.

the de facto degree of HR protection, especially against potential

Affected by
DCFTA?
Yes

negative effects of the DCFTA. Some of the gains from trade may
end up – illegally – in the wrong pockets due to corruption. Law on
Procurement and Public Service is an important tool to prevent this,
potentially ensuring that the expected gains from the DCFTA benefit
Moroccan people in a broad sense.
Civil and political rights
Right to fair trial

Right to fair trial is not likely to be affected by the DCFTA. For a more

No

indirect link to the DCFTA through the general HR situation, see
above.
Torture and other ill-

Torture and other ill-treatment are not likely to be affected by the

treatment

DCFTA. For a more indirect link to the DCFTA through the general

No

HR situation, see above.
Death penalty

Death penalty is not likely to be affected by the DCFTA. For a more

No

indirect link to the DCFTA through the general HR situation, see
above.
Prison conditions

Prison conditions are not likely to be affected by the DCFTA, unless

No

the DCFTA affects the government budget. For a more indirect link to
the DCFTA through the general HR situation, see above.
Freedom of expression

Freedom of expression and the media is not directly linked to the

and media

DCFTA. However, indirectly through strengthening the civil society it

No

could be linked.
Freedom of assembly

Freedom of assembly can be linked to the DCFTA since the trade

Yes

unions can operate freely and effectively only if this right is
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HR issue

Why relevant for DCFTA?

Affected by
DCFTA?

guaranteed.
Freedom of association

The role of civil society organisations is important in helping to

Yes

improve the HR situation in Morocco. Civil society should assist the
government in the process of HR protection from any negative effects
that the DCFTA may cause and to enhance the positive effects.
Another important element is that civil society broadens the societal
base that is involved in the DCFTA, making the DCFTA more
inclusive. This would also apply to Western Sahara.
Freedom of religion

Freedom of religion is not likely to be affected by the DCFTA. For a

No

more indirect link to the DCFTA through the general HR situation, see
above.
Human trafficking

The social conditions in the DCFTA could help Morocco fight human

Yes

trafficking. The DCFTA could potentially provide an additional
enforcement mechanism and through its effect on national income
provide additional resources for the Moroccan government to
increase spending on education and health care. Better social
conditions, including better access to education and health care could
affect human trafficking in a downward manner.
Rights of refugees and

Rights of the refugees and the migrants in the workplace, their right to

migrants

work is directly affected by the DCFTA since with its introduction their

Yes

rights may be affected to respond to opening of new markets as well
as stronger international competition.

Domestic workers

Domestic workers may be linked to the DCFTA because of the

Yes

sectoral economic impact of the DCFTA and the potential impact on
labour rights.
Rights of the persons

Potentially the DCFTA may affect the rights of the persons with

with disabilities (PWD)

disabilities for social protection in the form of work placement.

Women’s Rights

One of the main ways to promote growth and development – also in

Yes

Yes

relation to the DCFTA – is to close the gender gap. This gap in
Morocco is very high and deeply rooted, showing itself in many
manifestations in Moroccan society. The DCFTA will affect sectors in
the Moroccan economy differently and could thus affect women’s
rights – especially employment perspectives.
Children’s Rights

The DCFTA may strengthen mechanisms against forced labour and

Yes

child exploitation, and it may also affect some of the root causes of
child labour, such as poverty.
LGBT rights

LGBT rights are not likely to be directly affected by the DCFTA.

Yes

However, through possible discrimination at the workplace, the
DCFTA and the LGBT rights may be linked.
Economic, social and cultural rights
Right to health

Regulatory approximation as part of the DCFTA will result in the

Yes

application of EU SPS (including food safety) standards in Morocco –
this will affect health conditions. Also, budgetary consequences of the
DCFTA could affect funding availability for hospitals and other healthrelated public services.
Worker’s rights

Worker’s rights are directly linked to the DCFTA, since the right to

Yes

work, basic safeguards of the rights to work (minimum wage, hours of
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HR issue

Why relevant for DCFTA?

Affected by
DCFTA?

work, holidays, etc.) as well as the right to adequate work conditions
are directly affected by the enhanced trade relations between the EU
and Morocco. Certain vulnerable groups like children, women, LGBT
persons, migrants, refugees, workers with temporary contracts may
also be influenced by the changes that the DCFTA is bringing to
Morocco. Freedom of association would affect, for example, the trade
unions who could provide a stronger voice as well as social base to
discuss and create support for changes in labour laws and conditions.
The DCFTA also affects the Moroccan economy at sector level, likely
leading to the reallocation of labour. This could put pressure on
labour and work conditions. Also foreign competition in some sectors
may do so.
Right to education

Right to education is affected by the DCFTA through the access to

Yes

education by children, use of women workforce while many women in
rural areas are illiterate and do not fully understand their rights – their
rights may be abused.
Right to adequate

Standard of living (which could include the degree and depth of

standard of living

poverty) is affected by the DCFTA – both in general for society as a

Yes

whole and for specific groups and regions.

3.3.4 Step 3: Screening for main HR impacts from the EU-Morocco DCFTA
Ex-ante screening for the main potential HR effects of the EU-Morocco DCFTA is performed to
identify those trade measures in DCFTA that are more likely to have significant impacts on the
enjoyment of human rights and therefore warrant the assessment. For this report, the HR screening
is based on two pieces of information:
•

First, the CGE model provides the overall estimated economic and social impact of the DCFTA
(see Chapter 2);

•

Second, the additional social analysis sheds more light on more detailed social level impacts.

Table 3.7 presents the potential economic and social effects of the DCFTA and how these may in
turn affect the different aspects of the HR situation in Morocco as described in the previous
sections. The basis of the assessment in the table is the HRIA methodology as developed by
Simon Walker.
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Table 3.7 Potential HR impacts from the DCFTA
Categories of impact of

Potential Human Rights effects

Significance:

DCFTA on HR overall

HR stress
Direction of change compared to baseline
Nature, magnitude, geographical extent, duration and
reversibility of changes

Trade law complements

The EU does approach (DC)FTAs as part of a constitutional framework to support

A small positive effect of the ‘DC’ element of the FTA is

HR law

democracy, political stability and respect for HR, hence the name DCFTA. This implies

expected because of the constitutional framework the EC

that human rights are in a broader sense also looked at, alongside the pure trade-

employs in these negotiations. The geographical extent runs

related provisions. We expect therefore a positive effect of the DCFTA on human rights.

across the country. The chance for reversibility of this change
is low as it will be enshrined in the DCFTA as well as – in part
– in national law in Morocco.

Expected effect: small positive effect of trade law on implementation of and adherence to human rights law – especially labour law where the DCFTA will enhance mechanisms to
monitor and enforce

DCFTA promotes growth

The CGE model predicts growth in national income for Morocco (€ 1.3 bn in the long

This may be a small to medium positive effect of the DCFTA

and resources for

run), and growth in Moroccan total exports (15.3 per cent in the long run) and bilateral

due to the strength of the macro-economic income and export

realisation of HR

exports (23.6 per cent in the long run). The reduction of non-tariff barriers to food

growth effects as well as modest increases in average

exports (SPS) and manufactured products (TBT) contribute far most to these effects.

disposable incomes. A potential poverty alleviation effect

Tariff reductions are not part of the DCFTA so no budgetary effects are foreseen to

would apply especially for the agricultural sector if SPS

come from changes in tariff rates. Moreover, the CGE model does not estimate the

barriers are really reduced and also to some manufacturing

effects on fiscal revenues, but it could be said that they slightly increase due to higher

sectors if TBT barriers are reduced. Potential improvement in

economic activity. Wages are expected to rise by 1.9 per cent and 1.6 per cent for the

the right to education and health may apply to all of Morocco

high- and low-skilled workers respectively, while overall consumer price levels are

and Western Sahara if the Moroccan government shares out

foreseen to increase by 0.4 per cent. So on average the DCFTA has the effect of

the gains equally. The effects are predicted to be long-run

improving living standards of those living in poverty (the human right to an adequate

effects so duration is long-term and reversibility is low –

standard of living, the right to adequate food), also in the short-run. Potentially higher

provided appropriate national policies and structures are

fiscal revenues may be positive for the people’s right to education and health – as these

developed (e.g. tax system, education and health strategies

public facilities can be better funded, given the Moroccan government provides equal

and budgets, etc.).

access to all to whom the DCFTA applies. The margin between increases in wages and
prices is however only 1.5 percentage points. Of course this will also depend to a large
extent on national policy and not so much on the DCFTA itself.
Expected effect: Small but positive effect of DCFTA on resources for the government both in the short and long run when the incomes from higher tax revenues rise while there are
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Categories of impact of

Potential Human Rights effects

DCFTA on HR overall

Significance:
HR stress
Direction of change compared to baseline
Nature, magnitude, geographical extent, duration and
reversibility of changes

no losses in tariff revenues as part of the DCFTA. Positive is also that disposable incomes for most strata of the population are expected to go up, reducing poverty. Reducing poverty
may lead to less pressure on families to resort to child and forced labour in sectors where this practice occurs at present.
DCFTA can breach HR in

More openness following the DCFTA is expected to lead to slightly higher wages on

This may be an issue, depending on how the DCFTA is

practice

average, but also to more competition, also for those domestic sectors unable to

flanked by mitigating policy measures. For example,

compete. Labour displacement (movement of people between sectors) is considerable.

vulnerable groups may need protection from competition and

Prices are predicted to go up slightly because of the DCFTA mainly due to higher

cultural heritage needs to be protected. Prices seem to add to

production standards (and thus production costs) in agriculture and manufacturing. The

HR stress overall but are outweighed by wage increases.

combined wage-competition-price effect is not conclusive at a more disaggregated level

Sector-specific deviations are possible. In the agricultural

as it depends on how the sector-specific wage changes are spread around the average

sector, where an informal economy may be present, the

and where the highest cost increases accrue. Vulnerable regions and groups may be

effects may also be less favourable. The geographical extent

tempted to give in to erosion of HR and labour standards. Although in the long run,

of this measure is very broad. Competition may touch upon

labour mobility and increases in labour demand will mitigate such effects, those losing

all sectors in society and affect both internationally oriented

out from the DCFTA effect could remain and become further marginalised, posing local

and domestic ones. Market forces introduce efficiency, not

risks to HR protection. We will have to investigate the effects of the market approach in

only in private but also in (semi) public sectors. The pull-

practice through engaging with civil society and key stakeholders. Commercial and

effect on average dominates as is shown by rising wages,

industrial interests are allowed to become more powerful due to the DCFTA as

which implies that workers move away from declining sectors

investments are liberalised. This may have a divisive effect for some sectors and

to growing sectors because they can earn higher wages in

between regions. The CGE model shows that wages on average are going up in

the growing sectors – at least according to the model. Labour

Morocco by 1.9/1.6 per cent in the long run for skilled/unskilled workers. This implies

mobility and absence of the informal economy are two

that workers leave sectors for better wages in other sectors to a certain degree. This

assumptions however, potentially giving rise to HR violations.

implies that declining sectors contract because workers choose to leave that sector and
this – in turn – implies that HR of those workers are not violated. This is also the case
for Morocco in the short run. Two caveats here are that the CGE model assumes:
labour mobility between sectors (which may in reality be much harder than the model
suggests) and no informal economy (which may in practice exist leading to less strong
increases in wages than assumed), thus potentially putting more pressure on the
human right to work than the model would suggest.
Expected effect: for the very large majority of the population the HR situation is expected to improve as poverty is expected to fall because wages rise faster (1.9%) than prices
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Categories of impact of

Potential Human Rights effects

Significance:

DCFTA on HR overall

HR stress
Direction of change compared to baseline
Nature, magnitude, geographical extent, duration and
reversibility of changes

(0.4%). However – though not possible to quantify given the quantitative information available – in previous trade agreements a some parts of the population – notably the vulnerable
elements in society – may see poverty increase (e.g. 6% of the population in Armenia following the DCFTA there). This would constitute a small negative effect due to a breach in HR
in practice from the DCFTA. A reduction in poverty that is expected for the majority of the population could lead to reductions in forced and child labour as explained below this table.

Tariff revenues are not affected by this DCFTA. Also the effect on government revenues

The magnitude of the effect of the DCFTA is not clear. The

government capacity to

is not clear. If government revenues were to go up – not unlikely given the increased

geographical coverage is nation-wide.

promote HR

economic activity - ,this could imply that there are more funds available for ensuring

DCFTA can limit

people’s rights to – for example – education and health (assuming no political stability
issues stand in the way and the preferences of the Moroccan government).

Expected effect: See ‘DCFTA promotes growth and resources for realisation of HR’

DCFTA can lead to ‘race-

The DC-part in the FTA emphasizes the social and HR impacts of the DCFTA –

Changes compared to the baseline are small and seem to

to-the-bottom’ in HR

ensuring labour standards are adhered to and even improved as part of the DCFTA.

indicate wages are going up – this however does not state

protection to remain

Indeed, competition increases, also on the labour market and vulnerable groups and

how labour conditions are affected. The geographical

competitive

regions may be tempted to give in to erosion of HR and labour standards. In the long

coverage is nation-wide, but especially strong in geographical

run, these effects may be mitigated by labour mobility and dynamic investment effects,

areas and for vulnerable groups where competitive pressures

though. Morocco has not ratified the Optional Protocol to the International Covenant on

are larger.

Economic, Social and Cultural Rights which would have provided a stronger legal
environment to combat this potential race-to-the-bottom. Implementation remains in any
case a challenge.
Expected effect: In some sectors the effect of the DCFTA may be that due to competition, pressure on labour standards increases – this may affect in particular specific regions or
vulnerable groups. Due to the already ratified ILO conventions this effects is expected to be small-medium size – and could be further reduced in case Morocco ratifies the
abovementioned conventions. Through ratified conventions, occurrence of child and forced labour can be combatted.

DCFTA limits the use of

The CGE model includes and suggests there is evidence of another effect here: the

Small effect in a positive way due to the fact that the DCFTA

trade measures to

MFN spill-over effect – allowing Moroccan exporters access to other countries as well

is used to a small extent to put pressure on Morocco to

improve enjoyment of HR

when standards are upped to EU-level. This gives another positive boost to incomes

adhere to HR standards. Catching up a relative lag with

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

67

Categories of impact of

Potential Human Rights effects

DCFTA on HR overall

Significance:
HR stress
Direction of change compared to baseline
Nature, magnitude, geographical extent, duration and
reversibility of changes

abroad

and employment possibilities in Morocco, improving the right to an adequate standard of

countries that get better market access to the EU market and

living. This is a carrot for Morocco to accept the DCFTA package, with benefits in the

due to getting higher market access to third markets as well,

HR field alongside it. From the analysis there is no evidence that the EU-Morocco

which leads to faster growth, income gains and employment

DCFTA has negative impacts on any third country.

possibilities.

Expected effect: None, the DCFTA has no clear negative impacts on third countries.

Enforcement of DCFTA

The DCFTA approach seems to – overall – support HR law (especially through the ‘DC’

This impact may be small since DCFTA and HR law seem to

stronger than

addition) and thus enforcement of DCFTA helps enforcing HR law. There are some

work in the same direction. The difference comes when some

enforcement of HR law –

possible exceptions to be watched carefully in the next phase of the study, like the

workers or citizens lose from the DCFTA while the large

DCFTA a higher priority

sectoral HR effects when economic efficiency is pursued (i.e. some sectors and

majority gains.

vulnerable groups in those sectors may lose).
Expected effect: Due to the inclusion of regulatory approximation and standards in the DCFTA, as well as inclusion of social and environmental chapters, a potential positive impact in
terms of enforcement of HR law (including labour law) is expected because the DCFTA is a stronger means to enforce this.

DCFTA fails to respect

DCFTAs typically find it challenging to engage civil society into the process of

Medium potential negative impact if the process is not

right to take part in

negotiating and implementing. That is a risk also here, especially since in Morocco the

properly monitored and inclusion pushed – if an inclusive

conduct of public affairs

civil society landscape is not very strong and civil society organisations in Western

process is pushed for, the expected impact is positive.

Sahara have problems in legalising their activity. With the DCFTA leading to more

Caution is needed here as especially the vulnerable groups

efficiency – this being one of the goals of the DCFTA – other considerations might play

(e.g. minorities, small-scale domestic producers, women,

2nd fiddle – which might in particular affect those less vocal like minorities, small-scale

Western Sahara) may suffer if not properly represented and /

domestic producers of produce, or women in employment. Attention ought to be paid by

or listened to. This effect would apply to the whole country.

the DCFTA negotiators to be as inclusive as possible, and this TSIA study takes special

The effects may be temporary and thus reversible on other

precautions to ensure participation. Nonetheless participation is a crucial fundamental

issues.

right that cannot be taken for granted.
Expected effect: The DCFTA aims to be inclusive to civil society. However, the de facto effect will depend on whether the two sides at the negotiating table, both in general and as
negotiators in particular, act inclusively. So the impact could be significant in terms of number of organisations that could participate if allowed. The impact could also be profoundly
negative if civil society feels it is not taken seriously.
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Categories of impact of

Potential Human Rights effects

Significance:

DCFTA on HR overall

HR stress
Direction of change compared to baseline
Nature, magnitude, geographical extent, duration and
reversibility of changes

Trade ‘values’ threaten

Where trade values emphasise ‘efficiency’, HR valued emphasise ‘human dignity’. This

This may be an issue as the DCFTA may unintentionally

human rights ‘values’

DCFTA is expected to be beneficial for the country and for most people. Efficiency is the

disadvantage people, especially in the short-run (e.g.

driving force behind those gains, but less focus is given to human dignity. Some people

declining versus growing sectors, labour displacement, lower

may lose out and from an HR point of view that is unacceptable as each and every

wages in the short run). This may be an issue for Morocco in

individual has fundamental rights. For those affected negatively, alternative options

general.

need to be found as this is the state’s responsibility. Some people may lose out and
from an HR point of view that is unacceptable. For those negatively affected, alternative
options need to be found, which is primarily the responsibility of the Moroccan
government. In this DCFTA, it could be worth looking at sectors and regions that show
employment decline and growth (the latter, for example, being: vegetable oils,
machinery, and vegetables and fruits). When certain sectors lose out for push-factors,
flanking measures may be needed.
Expected effect: Trade values are based on a different framework than human rights values. The DCFTA is expected to strengthen trade values. This is expected to improve a lot of
HR aspects, but not for all. It is the latter – with HR values looking at human rights for each individual that are absolute – that could mean that for some their HR values are
threatened. For the majority, this is clearly not the case.
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Further explanation: an example of causal chain analysis of the potential impact of the DCFTA on Forced
Labour in Morocco.
“For many governments around the world the elimination of forced labour remains an important challenge for the 21st
century. Not only is forced labour a serious violation of a fundamental human right, it is a leading cause of poverty and
a hindrance to economic development. ILO standards on forced labour, in combination with targeted technical
assistance, are the primary international tools for combating this scourge” (ILO website)

123

.

The ILO and U.S. Department of State report Morocco as ‘a source, destination, and transit country for men, women,
and children who are subjected to forced labour and sex trafficking’.

124

Boys are forced to work in the construction

industry and in small artisan and mechanic shops. Older Moroccan girls and women and female migrants are forced
into prostitution in major cities in Morocco.

125

Moroccans (both women and men, and also children) are often

transported to other countries to be exploited for sex, selling drugs and other kinds of work.

126

When looking at the causes of forced labour, also in Morocco, we find in the literature that mainly overpopulation,
poverty, and orphans qualify as factors. Overpopulation combined with limited resources forces people to work to feed
all mouths. Poverty forces parents to send in children to add to family income and survive. Finally, orphans have a
much higher chance of ending up in forced labour because they have to take care of themselves since no one else
does. Unemployment is not a cause but a consequence of forced labour.
Looking at the impact of the DCFTA on forced labour, we need to look at the identified causes for forced labour and
see how each of them are affected by the DCFTA in order to be able to infer more general conclusions.
Cause for forced labour

Expected DCFTA impact

Direction and size of the effect

Overpopulation

No impact of the DCFTA expected

None

Poverty

Expected to go down because of the

Potential small positive effect of the

DCFTA (wages are expected to rise faster

DCFTA – as poverty goes down

than prices) but not to a large extent
Orphans

No impact of the DCFTA expected

None

Proper flanking measures are needed to ensure the DCFTA may have the effect of reducing forced labour – especially
making poverty reduction a broad policy goal. This assumes that the direct effect of the DCFTA on forced labour
outweighs the indirect effect through growing and declining sectors (e.g. expected growth of the trade (retail,
wholesale, restaurants) sector where forced labour is present).

123

124

125

126
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ILO website on Forced Labour, available at http://www.ilo.org/global/standards/subjects-covered-by-international-labour-standards/forcedlabour/lang--en/index.htm [accessed at 3.7.2013].
United States Department of State, 2012 Trafficking in Persons Report - Morocco, 19 June 2012, available at:
http://www.refworld.org/docid/4fe30ca941.html [accessed 4 May 2013].
United States Department of State, 2012 Trafficking in Persons Report - Morocco, 19 June 2012, available at:
http://www.refworld.org/docid/4fe30ca941.html [accessed 4 May 2013].
Ibid.
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Additional Environmental Analysis

This section describes environmental issues and environmental policies in Morocco, and looks at
ways in which a DCFTA could induce changes in these issues or policies. The first part of the
chapter deals with the current state of the environment and environmental policy in Morocco,
introducing the key issues and developments to be considered. The second step consists of a preanalysis of how the DCFTA could affect the state of the environment in Morocco, both in general
and for each of the identified issues. The third and final part looks at the likely impacts of the
DCFTA on the environmental aspects described.
In the analysis of each of the issues and the impacts of the DCFTA on these, quantitative and
qualitative analyses are combined insofar possible. The quantitative analysis of air pollution and
CO2 emissions is most detailed in this respect and most clearly linked to the results of the CGE
model (presented in Chapter 2).

4.1

Current environmental profile of Morocco
The first step in the environmental analysis is the analysis of the current environmental profile of
Morocco, which includes a description of the current status of environmental performance in
Morocco based on the indicators air pollution, waste, water, ecosystems & biodiversity,
climate change and the ‘greening’ of the economy – in line with indicators used in the
Environmental Performance Index (see below).

4.1.1 Environmental profile Morocco
Morocco has a long coastline of about 3,500km bordering the Atlantic Ocean and the
Mediterranean Sea. It shares its land borders with Algeria to the East and Mauritania to the South.
2

Morocco has a territory of 710,850 km (Western Sahara included) and a population of 32.6 million
people. According to Van Breusegem and Soulami (2011) - the most recent Morocco country report
for the ENP - agriculture and light industry are important Moroccan economic sectors. Its economic
growth is believed to have been hampered by the volatility of the rainfall-dependent agricultural
sector. An estimated 9.5 million hectares of land are used for agriculture, which represents 13 per
cent of the surface of the country. Morocco’s climate is semi-arid and more than 80 per cent of the
country is at risk of desertification. The main environmental issues faced by Morocco include air
quality, deterioration of water resources (in quantity and quality), waste management, biodiversity
and deforestation. They result for a large part from human activities and this trend will be even
more accentuated by climate change. Morocco’s high population growth and socio-economic
development are putting substantial pressures on natural resources (Van Breusegem and Soulami,
2011).
The Yale Environmental Performance Index for 2012 - a proxy measure assessing the performance
of a country in terms of its environmental policies – ranks Morocco as number 105 out of 132
classified countries, making it one of the ‘weaker performers’ (Emerson, et al., 2012). Based on this
measure the country performs relatively well in areas such as agriculture and climate change,
while most problematic areas include risks to biodiversity and habitat, effects of water on human
health, and ecosystem effects related to the use of water resources. While assessing the impacts
of the DCFTA on the environment, these issues will thus receive special attention.
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Since the Rio Summit in 1992, Morocco became more environmentally conscious and confirmed its
involvement by including the right to water access, to a healthy environment and to sustainable
development (art. 31) in its new Constitution of July 2011 (Zeino-Mahmalat, E. and Bennis, A.,
2012). Morocco is a party to 85 multilateral environmental agreements (MEAs), including:
•

Convention of the Law of the Sea, 2007;

•

Vienna Convention for the Protection of the Ozone Layer, 1995;

•

Montreal Protocol on Substances that deplete the Ozone Layer, 1995;

•

Framework Convention on Climate Change, 1995;

•

Convention on Biological Diversity, 1995;

•

Convention to Combat Desertification, 1996;

•

Kyoto Protocol to the Framework Convention on Climate Change, 2002;

•

Cartagena Protocol on Biosafety, 2000;

•

Stockholm Convention on Persistent Organic Pollutants, 2004.

The entity in charge of managing the main MEAs is the Environment Department of the Ministry of
Energy, Mining, Water and Environment. The close cooperation between national and international
levels allowed Morocco to benefit from the main financial international instruments related to
environment. For instance, Morocco benefitted from 100 million dollars from the Global
Environment Fund (GEF) (Zeino-Mahmalat, E. and Bennis, A., 2012).
Morocco also took many institutional and legal actions at national level. However, implementation
faces many challenges such as the difficulties to reconcile environment and socio-economic
development, lack of coordination between stakeholders and lack of monitoring and control of
effective implementation of the laws (Ministère de l’Energie, des Mines, de l’Eau et de
l’Environnement, 2010).

4.1.2 Air pollution
In this section, we describe the baseline current situation of air emissions for a selection of air
pollutants in Morocco. First, we describe the context of air pollution in Morocco. The remainder of
the section presents emission volumes, emission intensities and a rough indication of the costs to
society related to air pollution. In step 3 of this chapter, the effects of the DCFTA on these
indicators are presented.
Introduction
Air pollution is a growing issue in Morocco, especially in urban centres such as Casablanca, Rabat,
El Jadida and Safi, where most of the traffic and industries are concentrated. Industrial
development and urbanisation has led to the increase of air pollution over the past twenty years.
The main pollutants are sulphur dioxide (SO2), nitrogen oxide (NOx) and suspended particles.
According to Van Breusegem and Soulami (2011), vehicle emissions are a main source of
Morocco’s air pollution, with Rabat and Casablanca concentrating around 50 per cent of the
vehicles. The high contribution of vehicles emissions to air pollution is mainly due to the aging of
the fleet of cars in combination with a lack of engine maintenance, the absence of emissions
controls, and the use of low quality fuels with high sulphur and lead content. Other important
contributors to air pollution include especially industrial sectors such as oil refineries, power
generation plants, phosphate-processing units, cement factories and the iron and steel industry.
Dust and sandstorms also contribute to air pollution. According to the Ministry of Energy, Mines,
Water and Environment, the cost for air degradation (hence the combined costs for the aggregate
of all environmental damages) and its impacts would sum up to 3.6 billion dirhams per year (323
million euros per year) which represent about one per cent of GDP.
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Current emission volumes in Morocco
The table below presents emission levels of air pollutants by sector of economic activity. The
pollutants that we have considered are the classical air pollutants SOx, NOx and two types of
primary particulate matter (PM2.5 and PMcoarse).
Table 4.1 Baseline emission levels, thousand tonnes
Sector

NOx

SOx

PM2.5

PMcoarse

Agriculture

11.07

0.03

4 .71

2 .89

Industry

16.14

62.77

7 .06

4 .33

Transport

60.59

6.38

1 .31

0 .80

Utilities

56.80

237.49

17 .32

10 .62

Rest of Emissions

18.61

19.02

3 .55

2 .18

Total

163.22

325.68

33 .95

20 .81

Source: EDGAR database for NOx, SOx, and particulate matter. Distribution of PM10 based on ENPI country report Morocco:
PM2.5: 62%; PMco: 38%. Data are for the year 2008.

We present current (baseline) levels of air pollution per sector of economic activity. Unfortunately,
the sector structure that we can use for the analysis of air pollution is much less detailed than the
structure in the CGE model. This is due to the need to match emission sources to our model
sectors. The correspondence between sectors that we use is further explained in Annex C. For
vehicle emissions, an important source of pollution, we have allocated all emissions related to
vehicle use to the transport sector. The sector Rest of Emissions (RoE) includes sources that could
not be assigned to specific sectors of economic activity. An example would be emissions from
heating systems that can be used in buildings related to any economic activity. It includes
emissions from activities in the services sector, but also includes emissions sourcing from
agriculture, industry, transport and from residential sources.
The utilities sector is an important source of SOx, NOx and PM emissions. The industry and
transport sectors contribute more than average to, respectively, SOx and NOx emissions. The
agriculture sector has a more modest contribution to absolute emission levels. The RoE sector
includes sources that cannot explicitly be assigned to a specific type of economic activity. These
remaining emissions are roughly comparable in volume to emissions from agricultural activities,
though SOx emissions are larger.
Current emission intensities in Morocco
Emissions per euro of value added give an indication of the emission intensity of the economy and
the various sectors for the classical pollutants. As shown in the table below, the utilities sector also
appears to have the highest emission intensity per unit of value added. The last row in the table
indicates the average emission intensity per euro of GDP for each pollutant. SOx has the highest
emission per euro GDP in Morocco, mainly driven by the utilities sector.
Table 4.2 Emission intensities in Morocco, tonnes per € million of value added
Sector

NOx

SOx

PM2.5

PMcoarse

Agriculture

0.95

0.00

0.40

0.25

Industry

0.59

2.28

0.26

0.16

Transport

9.92

1.04

0.21

0.13

Utilities

30.82

128.85

9.40

5.76

Total

2.11

4.21

0.44

0.27

Source: Baseline emission levels from EDGAR database and GTAP data for value added.
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Note: For the category Rest of Emissions, no value added can be assigned because emissions cannot be explicitly linked to
sectors of economic activity.

External costs estimates
A rough indication of the external costs related to the baseline emissions in Morocco can be
attained by multiplying the baseline emissions with the external cost factor per tonne of emissions.
The external cost factors are taken from the NEEDS framework, as explained in detail in Annex C.
The table below provides estimates for the baseline external costs derived accordingly.
Table 4.3 Benchmark externality associated with air pollution in Morocco in € million
NOx

SOx

PM2.5

PMcoarse

Agriculture

49.07

0.38

102.24

3.78

Industry

71.50

784.26

153.32

5.67

Transport

268.44

79.66

28.37

1.05

Utilities

251.67

2,967.35

376.12

13.92

Rest of Emissions

82.47

237.68

77.13

2.85

Total

723.15

4,069.32

737.18

27.28

Notes: emission data for 2008; external cost factors taken from WP1 of RS3a NEEDS project, http://www.needs-project.org.

These figures only provide an order of magnitude of the costs involved allowing for the comparison
of the different types of air pollution across sectors.
The reported monetary values for total external costs of air pollution should be interpreted very
cautiously, though. The external cost factors are typically indicating the costs of extra emissions on
top of the baseline situation. They indicate marginal costs, not average costs. If total costs of
emissions increase more than proportionally with the volume of emissions, marginal costs are
higher than average costs, resulting in an overestimation of the baseline external costs. In
particular, the estimate provided here exceeds the estimated annual costs of air pollution reported
in the introduction to this Section by a factor 16.

127

The table shows that SOx currently leads to the highest costs to society arising from air pollution.
The utilities sector is the major area of economic activity causing external costs of air pollution,
followed by the industrial sector. The figures below present this information graphically.
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External costs are roughly EUR 5.6 bn. In 2011. GDP stands at about USD 100 bn as reported by the World Bank. (about
EUR 77 bn.) If we add CO2 costs at roughly EUR 1 bn, external costs of air pollution and climate change combined
represent 8.5% of GDP according to these estimates.
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Figure 4.1 Benchmark externality associated with releases of air pollutants in Morocco, € billion per
sector

Source: Own calculations based on emission data EDGAR for 2008; external cost factors taken from WP1 of RS3a NEEDS
project.

Figure 4.2 Benchmark externality associated with releases of air pollutants in Morocco, € billion per
pollutant

Source: Own calculations based on emission data EDGAR for 2008; external cost factors taken from WP1 of RS3a NEEDS
project.

4.1.3 Waste
Solid waste management represents an important challenge for Morocco. An estimated 5 and 1.5
million tons of municipal solid waste are generated in urban areas and rural areas respectively per
year (Van Breusegem and Soulami, 2011). To this 1.5 million tons of industrial waste should be
added including 256,000 tons of hazardous waste, yielding a total of eight million tonnes of waste
per year (Saadi, 2013). This leads to an average of 0.25 tons of waste produced per habitant per
year; as a comparison the average in EU-27 was 5.1 tons of waste produced per habitant in 2010
(Eurostat, 2013). Waste generation is expected to increase with the improvement of living
standards. There is no strong waste management policy and a lack of cost recovery policies,
leading to a lack of funding, little attention paid to recycling and insufficient cooperation between
municipalities. Other important issues are the lack of technical expertise and the low level of public
awareness (Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010).

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

75

Morocco lacks capacity in waste management. It is a legal obligation for local authorities to collect
waste, but it is estimated that 82 per cent of the urban and only 20 per cent of the rural population
are covered by waste collection services (Van Breusegem and Soulami, 2011). As a consequence,
around 300 ‘wild’ dumpsites (of which only ten are controlled) have developed in the country
(Saadi, 2013). These wild dumpsites are a major source of air, soil groundwater, surface water and
maritime pollution leading to spread of diseases and parasites and with some potential damaging
economic consequences, with the reduction of the tourism potential in the coastal areas for
instance.
Only a small share of the collected waste is recycled: 30 per cent of the recyclable waste, implying
10 per cent of the total amount of waste is recycled (Van Breusegem and Soulami, 2011). There is
however an informal recycling system developing, with around 15,000 scavengers collecting
valuable waste items from dump sites and landfills (Saadi, 2013). As a result, they are exposed to
health and safety risks. Recently Morocco started exploring the possibility of using the gases
emanating from landfills for energy generation. Biogas collection and flaring systems have therefore
been installed in some landfills (Salé and Fes) (Van Breusegem and Soulami, 2011).

4.1.4 Water
Water management is a key issue in Morocco both in terms of quantity, given the scarce and
uneven distribution of rainfall, and in terms in quality as Morocco faces issues of water pollution and
challenges in developing access to drinkable water and sanitation services.
Water scarcity is one of the key issues for Morocco: 90 per cent of the Moroccan territory is
classified as arid or semi-arid climate leading to limited water resources (Van Breusegem and
Soulami, 2011). Moreover, according to the Moroccan Office of the High Commissioner for Water,
Forests and the Fight against Desertification, the water share for each citizen will be reduced by 49
3

per cent until 2020. Morocco is highly dependent on rainfall as only 30 billion m of water can be
3

considered as national water resources, while rainfall brings in on average 150 billion m every year
(Saadi, 2013). The problem is that rainfall patterns in Morocco are not regular. There are important
variations during one year, with alternating heavy rainfalls and drought episodes with variable
length and intensity, and between different years. Rainfalls are not evenly distributed across the
3

2

country as seen Figure 4.3. On average, annual rainfall is above 1,000mm (1 million m /km ) in the
mountainous zones of the North and below 300 mm in the Moulouya, Tensift and Souss-Massa
basins, the southern zones of the Atlas and the Saharan zone which nearly covers 85 per cent of
the country ((Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010). It is
estimated that 7.4 per cent of the surface of Morocco receives 51 per cent of the surface water
potential (Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010).
An increase in water scarcity will have substantial impacts on agriculture (approximately 19 per cent
of GDP) and food safety. There are several factors that contribute to water scarcity in the country
including climate change, population growth, sedimentation of reservoirs and inefficient irrigation as
agriculture represents a major share in water consumption. Moreover, Morocco experiences
3

important water losses (estimated up to four billion m /year) within the irrigation networks and in the
3

drinking water networks (up to 400 million m /year) (Ministère de l’Energie, des Mines, de l’Eau et
de l’Environnement, 2010). The Moroccan government took some measures, such as the Green
Morocco Plan (2009), that promote irrigations techniques.
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Figure 4.3 Annual average rainfall in Morocco (mm)

Source: Ministère de l'Energie, des Mines, de l'Eau et de l'Environnement, 2010.

In addition to water scarcity, Morocco faces challenges in terms of water pollution, access to
drinking water and sewage connection. For the latter, there are substantial differences between
urban and rural areas as seen in Table 4.4.
Table 4.4 Access to drinking water and to improved sanitation facilities in urban and rural areas in
Morocco in 2008
2008

Urban areas (% of population)

Rural areas (% of
population)

Access to drinking water

98% (91% through municipal networks,

60%

9% through public fountains)
Using improved sanitation facilities

81%

52%

Source: Van Breusegem and Soulami, 2011.

Although still poor compared to EU standards, sewage connections have significantly improved in
rural areas in the past decade, given that in 1990 only 27 per cent of the rural population used
improved sanitation facility. This is not the case for drinking water. Given that 55 per cent of the
rural population had access to improved drinking water in 1990, it only increased by 5 per cent in 18
years to 60 per cent in 2008. As a result, we can conclude that important improvements are still to
be made. Peri-urban areas are also affected, as about two million Moroccans living in the periurban areas of the main cities still do not have access to water supply and/or sanitation services
(Van Breusegem and Soulami, 2011).
Water pollution is also a major issue with different causes. One of them is the lack of infrastructure
for wastewater treatment. It is estimated that less than 30 per cent of the collected sewage is
actually treated; the rest is being released directly to the environment, leading to surface water,
groundwater and soils pollution (Van Breusegem and Soulami, 2011). The coastal region is
particularly vulnerable to seawater pollution. The marine coastal environment is affected by
unsustainable agriculture practices, run-off from solid landfills and industrial discharges. This region
concentrates around 60 per cent of the urban population, but it is estimated that 55 per cent of the
3

domestic wastewater, i.e. 415 Mm /year, is released directly into the sea. Moreover the coastal
region concentrates 80 per cent of the industries that also release most of their wastewater directly
into the sea. There are important concerns in the areas of Jorf Lasfar, Safi, Mohammedia and Aïn
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Sebaâ Sidi Bernoussi regarding heavy metals contamination, especially with cadmium, lead and
mercury (Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010).

4.1.5 Ecosystems & biodiversity
With its great diversity of climates, landscapes, and natural ecosystems, Morocco is the second
richest country in terms of terrestrial biodiversity and the richest in terms of marine biodiversity in
the Mediterranean basin. The rates for rare and endemic species are 11 per cent for fauna and 25
per cent for vascular plants, these rates are ones of the highest in the Mediterranean basin.
Endemic species show unique biodiversity presence in a country, which cannot be found anywhere
else in the world. Morocco is also host of many wetlands, including four that have been classified by
the RAMSAR convention as sites of international importance as birds’ habitats in 1980. Around 20
other sites have been added recently to the RAMSAR list in Morocco (Ministère de l’Energie, des
Mines, de l’Eau et de l’Environnement, 2010).
One of the main challenges for Morocco is to reconcile the conservation of this great biodiversity
with the socio-economic growth of its population. Indeed the main income-generating activities, i.e.
agriculture, fishing, forestry and tourism, are highly dependent on natural resources, but are often
not sustainably managed. For instance, overgrazing in agriculture leads to soil erosion affecting 70
per cent of the arable land. Other factors such as fast and unplanned urbanisation and the fact that
most of the protected areas are inhabited add even more pressure, leading to highly damaged
ecosystems and biodiversity. As a result, it is estimated that 96 per cent of the land is subject to
some degree of human induced land degradation (Van Breusegem and Soulami, 2011). Moreover,
out of the 24,534 species of the Moroccan fauna, it is estimated that 610 of them are endangered.
The figures are worse for the flora as 1,670 out of 6,995 species are endangered (Saadi, 2013).
Moroccan forests are also under pressure. They cover 7.2 per cent of the territory, making Morocco
the most highly forested country in the Maghreb. In addition to being carbon sinks, these forests
play an important role for preservation of water, biodiversity and for protection from soil erosion.
Moreover, the economic activities they host contribute 5 per cent to the gross national agricultural
product and 1 per cent to the total gross national product (Van Breusegem and Soulami, 2011).
Despite their importance, only 3 per cent of the forests are protected by law with a low reforestation
rate. It is estimated that 31,000 hectares per year are lost because of overexploitation, illegal
timber, conversion of forest land for agricultural purposes and wild fires fuelled by droughts that on
average destroy 3,600 ha of forests per year. Urbanisation and land conversion for agricultural
purposes are estimated to affect 4,800 hectares of forest per year (Ministère de l’Energie, des
Mines, de l’Eau et de l’Environnement, 2010). Poor soil quality, caused for instance by extensive
agricultural activities, leads to reduced crop yields and to soil erosion. This in turn leads to soil runoffs and sedimentation of rivers and lakes. Deforestation also contributes to the aggravation of
desertification, with now more than 80 per cent of the country being at high risk of desertification.
Morocco lacks capacity and resources in terms of nature conservation both for biodiversity and
forestry. It faces two challenges:
1. the fragility of the ecosystems;
2. the vulnerability of the population living in them.
Measures have been taken such as the establishment of protected areas including 10 national
parks and 24 Ramsar sites, fishing restrictions, and reforestation plans. A reforestation campaign
launched in 1999, which according to ONEM (National Environment Observatory in Morocco), led
to the reforestation of 502,358 hectares mainly in the North West region and high Atlas. In 2010 a
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project to plant one million palm trees by 2015 has been launched by King Mohammed VI (Van
Breusegem and Soulami, 2011). These reforestation efforts had an important impact as, according
to the Food and Agriculture Organisation (FAO) data, Morocco shows a gain of 44,700 hectares of
forests during the period 1999-200 and of 98,440 hectares for the period 2000-2010. Without these
efforts Morocco would have had a net loss of forests.

4.1.6 Climate change
This section describes the baseline current situation for CO2 emissions, as main greenhouse gas
related to climate change. After an introduction to the context of climate change for Morocco, we
provide an overview of baseline emission volumes and a rough indication of the external costs
related to the baseline situation.
Introduction
Morocco is one of the signatories of the Kyoto Protocol without binding targets (non-Annex I). As
such, it participates in the Clean Development Mechanism (CDM), which enables Annex I countries
(and resident companies) to reduce ‘their’ emissions by investing in mitigation measures in nonAnnex I countries. The national authority in charge of administration of CDM projects is composed
of the National Council of CDM which gathers representatives from different ministries and other
stakeholders and of the Permanent Secretary for MDP.
CO2 emissions in Morocco are growing, partly because of economic growth and rapid urbanisation.
In 2008, 42 million tons of CO2 were emitted from energy use (Van Breusegem and Soulami, 2011).
Power generation in Morocco mainly uses imported fossil fuels. The share of oil represents around
70 per cent. Only four per cent of the total energy production comes from renewable energy
sources. Studies observed that during the 45 last years the temperature risen on average by
0.16°C per year, while at the same time the spring rainfall has decreased by 47 per cent at the
national scale (Mokssit, 2012). Reduction of snow cover on the Rif and Atlas mountains are also
indication of global warming.
The impacts of climate change will exacerbate other environmental issues such as water scarcity
and desertification for instance. According to Mokssit (2012) food security will be affected because
of water scarcity and soil degradation which can lead to a decrease of 33 per cent of agricultural
yield in some regions at the end of the century. Health is also likely to be impacted because of
modifications of geographical repartition of certain diseases such as malaria and cholera .The
vulnerability of coastal regions, which gather 60 per cent of Moroccan population and 52 per cent of
tourism activity is likely to increase because of the sea level rise. This will also have an impact of
biodiversity with the presence of wetlands classified as RAMSAR sites on the coastal regions.
Moreover, certain species are adapting to changing climate conditions at a too slow pace which
could lead to the extinction of 22 per cent of the flora and several birds and mammals species
(Mokssit, 2012).
Current emissions and external costs
Quantitative evidence on the impact of the DCFTA on climate change is linked to data on CO2
emissions for Morocco. CO2 emission volumes are available at the country level rather than by
sector or emission source. In 2008, emissions of CO2 in Morocco amounted to 48 million tonnes. In
comparison to the classical pollutants discussed above, it is obvious that the volume of emission of
CO2 vastly exceeds that of the classical pollutants. However, emission volumes do not tell the
whole story for the assessment of the costs to society of various emissions. Costs per tonne of
emissions vary between the different types of air emissions. In contrast to NOx, SOx and particulate
matter, CO2 is not a pollutant as such. The environmental cost related to CO2 is hence different in
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nature than for pollutants. As greenhouse gas, CO2 can contribute to global warming and climate
change. Hence, the external environmental costs are the costs related to climate change.
To value the costs related to CO2 emissions, an estimated value of the external costs per tonne of
emission is needed. No single such estimate applies, as is shown by the range of estimates that
emerge from the academic literature on the topic. For an overview and meta-analysis of this
literature, see Tol (2005). The value depends on a lot of aspects, such as choices made in the
method of calculation. Annex C provides a brief overview of the main methodological issues. The
median value reported by Tol was around USD 14 per tonne, and the mean at USD 93 per tonne
(in 1995 price levels). In line with earlier Trade SIA studies, we assume a value of €20 per tonne of
CO2. This would imply that the baseline costs to society from CO2 emission are €958 million. As
before, the cost estimate is intended mostly in order to allow for comparisons of costs across
different air emissions. Costs of CO2 emissions are in the same order of magnitude as NOx and
particulate matter but much lower than SOx, even though the volume of CO2 emissions is much
higher. Interpretation of the absolute value should be done with caution, as the external cost factor
is an estimate of marginal social costs rather than average social costs. The reported value is
therefore most likely overestimating actual costs to society, assuming the marginal cost estimate is
accurate.

4.1.7 ‘Greening’ the economy
While the relationship between economic activity and the environment is usually considered to be
negative, increasing efforts are made in Morocco to change this relationship and to engage the
private sector in a process of greening the economy, together with international partners. As the
DCFTA will directly affect economic activity and international economic relations, these
developments are worth noting here.
The main political body responsible for formulating enterprise policies is the Ministry of Industry,
Commerce and New Technologies. It also acts as the coordinating body. So far, the Ministry has
implemented three strategic initiatives, i.e. the Charter for SMEs, the Rawaj Vision 2020 and the
Plan Emergence 2015 (EIM Business & Policy Research / Oxford Research, 2012).
Recently, Morocco has introduced mechanisms to support sustainable enterprise development. The
underlying paradigms driving policy change in this area are energy reforms, the introduction of the
polluter pays principle as well as an emphasis on attracting investment (EIM Business & Policy
Research / Oxford Research, 2012). Furthermore, Morocco has a tendency to adopt market-based
instruments which allows the country to derive much of the financing used to support greening the
economy from private sources (EIM Business & Policy Research / Oxford Research, 2012).
In line with this market-based approach, the Ministry of Industry together with the National Chamber
of Commerce (CGEM) have set up the Moroccan Centre for Clean Manufacturing (CMPP) as a
one-stop shop for Moroccan companies seeking to access climate change funds. It entertains
contacts with all the major donor agencies and is implementing projects in conjunction with many of
them. Furthermore, it promotes the adoption of clean technology and production processes and
seeks to support the development of green industries (Grant, 2011).
In order to reduce its dependence on imported fossil fuels - which is as high as 97 per cent Morocco has set up a solar plan and an integrated wind energy program. It is expected that the
planned investments will reduce annual CO2 emissions by 9.5 million tonnes which could lead to
the creation of 23,000 jobs by 2020. A significant number of jobs is also expected to result from the
implementation of the National Strategy for Energy Efficiency in Buildings, Industry and Transport
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(about 40,000 by 2000) and the National Plan of Sewerage (about 10,000 jobs). The National
Programme of Household Waste is expected to provide for the creation of 11 000 jobs over 15
years (UNEP, 2012).
While these developments sound promising, there are some challenges to be overcome in order for
the economy to become more environmentally-friendly. It has been criticised that no
comprehensive enterprise policy has been developed (EIM Business & Policy Research / Oxford
Research, 2012). An integrated strategy for moving towards a green economy as well as
comprehensive development of new clusters of green technologies could be further improved.

4.2

Issues relevant to the assessment of the impacts of the DCFTA
In the table below, the environmental issues outlined above are listed, together with an assessment
of how the DCFTA could have an impact on them in general terms. In the following section, we then
elaborate further on the specific expected impacts for Morocco given the current (status quo)
situation described above.
Table 4.5 Expected scope of DCFTA environmental impacts by category
Environmental aspect
Air pollution

Climate change mitigation

Why relevant for DCFTA
Direct consequence from economic / industrial activity; Influence from
DCFTA: Sectoral shift, change in economic activity.
CO2 emissions are a direct consequence from economic / industrial activity;
Influence from DCFTA: Sectoral shift, change in economic activity.

Biodiversity

Increased trade activity can make illegal trade of protected species easier.

Biodiversity

Increased land use can endanger species.

Ecosystems

Increased air pollution / acid rain due to DCFTA can damage ecosystems.

Waste

Water

Green economy

Changing activity in certain industries (e.g. industry) and changing overall
welfare can lead to a change in waste production.
Changing activity in certain industries (e.g. clothing, agriculture) can lead to a
change in water use.
DCFTA may create a larger demand market for green products and foster
compliance with environmental product standards.
Environmental issues are influenced by policy, which can be affected by the

Most aspects

Association Agreement between Morocco and the EU. At this stage we
cannot say whether how the DCFTA will influence implementation of the
Agreement.

Most aspects

4.3

Economic growth is usually associated with increased pollution.

Expected impacts of the DCFTA for Morocco
We start by noting that the DCFTA is going to be just one of several forces that will influence the
environmental developments in Morocco. From a legal perspective, the DCFTA follows from the
broader Association Agreement (AA) that details cooperation between the EU and Morocco in
several areas. One of the chapters provided for a free trade area to be established (hence the
launch of the negotiations for a DCFTA).
Given the focus of this report, one should understand that our analysis, while acknowledging that
the DCFTA finds its legal framework in the AA, treats the DCFTA as different from the AA. Also, the
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AA entered into force in Morocco in the year 2000 and hence the environmental effects resulting
from the AA should be treated completely separately. The focus here is thus on the environmental
impact of the DCFTA only.
The analysis also takes into account, to the extent possible, the possible interactions between the
DCFTA and international environmental obligations that Morocco has committed to. Possibly, the
DCFTA could enforce the international agreements. Lastly, complex interactions between
domestically driven policies, including environmental policies, and the policy/regulatory changes
likely to be motivated by the DCFTA need to be distinguished. Some of the potential effects from
the DCFTA could be mitigated by environmental measures and programmes such as:
•

The Liquid Sanitation and Purification of Wastewater National Programme in urban and semiurban areas (PNA) 2005-2020;

•

The Liquid Sanitation National Programme in rural area;

•

The Domestic Waste National Programme (PNDM);

•

The National Programme against air polluting emissions;

•

The Industrial Depollution Programme;

•

The Biodiversity Protection and Valorisation Programme.

Thus, two general impact channels are valid for all issues identified in the first section (the
environmental profile). First, the conclusion of a DCFTA may lead to an increase in the efforts to
deepen the Association Agreement and work on the provisions on environmental policy outlined
there as well as any binding international agreements. Whenever relevant, these provisions will be
mentioned in the context of the corresponding issue.
Secondly, the economic growth triggered by the DCFTA will cause environmental effects. As the
DCFTA is estimated to contribute to faster economic development of Morocco (see Chapter 2), this
higher level of output will, everything else equal, lead to more environmental pressure. This
highlights the importance of separating environmental effects related to higher level of economic
activity and the evolution of environmental pressure in general. A more important question in this
context is to consider to what extent DCFTA-driven economic growth in Morocco could become
‘greener’. This is one of the potential effects that receive some more attention in the following
sections. Important to take into account also is that there are substantial differences in
environmental impact of sectors of the economy reflecting different sector size, energy intensities,
character of inputs, dominant technologies, etc. The DCFTA environmental effects caused by
changes in particular sectors will be a combination of the effects of a sectors’ growth and
technological and other transformations influencing the environmental pressure.

4.3.1 Air pollution
The quantitative simulations only consider the direct links between economic activity and air
pollution. Any other direct and indirect effects related to economic development, such as changes
to technology and shifting preferences towards abatement policies cannot be taken into account
explicitly. As we assume no changes in underlying technology in terms of emissions per unit of
value added, the estimates that follow below can be considered as the upper limits (maxima) of
emission changes.
Assessment of the DCFTA impacts on emission volumes
The impact of the DCFTA on emission volumes is split into two components, in line with the two
determinants identified earlier: the scale and the composition effect. Both the volume of economic
activity and the sector composition of these activities determine the level of emissions. As we have
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seen before, emission intensities differ between various sectors of the economy. Thus, a shift of
activity between sectors will lead to a change in total emissions of air pollutants.
The impact of the volume of economic activity is measured using the scale effect. As economic
activity increases, the volume of emissions also tends to rise. The second determinant of emissions
is sector structure. This determinant of changes in total emissions of a pollutant is the composition
effect. Annex C describes in detail how the total effect on emissions and its scale and composition
components are computed. Here, we will present the results of these computations. As we assume
no changes in underlying technology in terms of emissions per unit of value added, our estimates
can be considered as upper limits (maxima) of emission changes.
According to the CGE results, the DCFTA will result in an overall increase in GDP of 1.3 per cent in
the short run and 1.6 per cent in the long run. At the sector level, the DCFTA is expected to result in
a decrease in value-added for the primary energy, textiles, leather goods, petrochemicals,
chemicals, fabricated metals, electrical machinery and inland transport sectors. An increase in
value-added is expected for the food and metal industries. Thus, overall the DCFTA is expected to
result in a decrease in value added of the most polluting industries. While the scale effect is
therefore expected to lead to an increase of air pollution, the composition effect will reduce
emissions. The overall effect depends on the sum of these components.
According to the CGE results and estimation of the impact on emissions, the DCFTA is expected to
have an overall positive impact on air pollution. The overall impact on emissions for the classical air
pollutants is illustrated in the table below, which also repeats the baseline values for emissions.
Table 4.6 Baseline values and DCFTA-induced changes of emissions, thousand tonnes

Baseline level
Short run change
%
Long run change
%

NOx

SOx

PM2.5

PMcoarse

163.22

325.68

33.95

20.81

-0.89

-2.92

-0.19

-0.12

-0.54%

-0.90%

-0.56%

-0.56%

-0.38

-1.61

-0.07

-0.04

-0.23%

-0.49%

-0.21%

-0.21%

As a result of the increase in GDP and the shift of economic activity across sectors, total air
emissions for each of the pollutants fall. The net changes resulting from the scale and composition
effects are small, reaching -0.9 per cent for SOx in the short run as maximum decline. The decline
in air pollution is a bit smaller in the long run, because of the higher impact of the DCFTA on GDP
resulting in a larger scale effect. The dominant composition effect reflects sector shifts in economic
activity due to the DCFTA. For example, value added shifts from primary energy (utilities) and some
polluting industrial sectors such as chemicals, textiles and leather goods and paper, into agricultural
sectors such as vegetable oils and fruit and vegetables.
The figures below show the decomposition of the impact on emissions into scale and composition
effects for each of the pollutants. The pattern of scale and composition effects is very similar for the
short and long run. Due to the growth in economic activity expected from the DCFTA, the scale
effect on emission volumes is positive for all pollutants. For SOx the increase in emissions due to
the rise in GDP amounts to about 5,200 tonnes in the long run. The composition effect on emission
volumes, on the other hand, is expected to be negative for each of them. This reflects the shift of
activity into sectors that pollute less per euro of value added as illustrated above. The composition
effect dominates the scale effect for all pollutants. However, the scale effect becomes relatively
more important in the long run. This implies that emissions of NOx and SOx in particular are
somewhat higher than in the short run.
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Figure 4.4 Decomposition of DCFTA-induced change in emissions of classical pollutants in Morocco,
thousand tonnes

Source: Own calculations based on CGE model outcomes and baseline emissions.

Figure 4.5 provides an overview of the impacts and their components in percentage changes. It
also includes the relative impact on the external costs related to these classical air pollutants. The
scale effect is equal across pollutants, because it is based on the change in GDP. The composition
effect is rather stable across pollutants in the short run, between -1.8 per cent and -2.2 per cent,
and does not change much in the long run. The impact on external costs is mostly driven by what
happens to SOx, the main pollutant in terms of volumes and costs.
Assessment of the DCFTA impacts on external costs of air pollution
The external costs per tonne of extra emissions for each pollutant are taken from the NEEDS
project framework and estimated using the impact pathway approach (see annex C for more detail).
This approach assesses emissions by location and source from a detailed grid of Europe and its
neighbouring countries. The spread of pollutants throughout this grid and beyond is estimated
based on a model, leading to exposure changes across the grid, which is then translated into total
cost estimates assigned to air pollution sources.
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The external cost per tonne for each pollutant

include external costs for several impact categories, including human health, loss of biodiversity,
crops and building materials. Because of data availability, we include health costs only. The costs
to human health are typically around 90 per cent of total costs. As it was shown in Figure 4.5
above, the external costs to society that arise from air pollution decrease by -0.8 per cent in the
short run due to the DCFTA. Part of this environmental gain is lost in the long run. External costs
are still 0.42 per cent below the level before the DCFTA, though.
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For more information on the method, consult Preiss, P. et al. (2008), ‘Report on the procedure and data to generate
averaged/aggregated data’ Downloaded from http://www.needs-project.org/docs/RS3a%20D1.1.zip and other reports
within WP1 of RS3a NEEDS project, http://www.needs-project.org.
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Figure 4.5 Decomposition of DCFTA-induced change in emissions of classical pollutants in Morocco, %

Source: Own calculations based on CGE model outcomes and baseline emissions.

The impact on the monetary value of pollution costs to society is presented in the figure below. Due
to the beneficial composition effect in emissions, the overall impact of the DCFTA on pollution
externalities is beneficial as well. The costs of health damages to society caused by classical
pollutants decline by €45 million in the short run and by €23 million in the long run. Most of the
decline in total external costs is due to the fall in SOx emissions (see the Figure 4.6 below).

Figure 4.6 DCFTA-induced changes in external cost for Morocco (without climate costs)

Source: Own calculations of emission impacts, and external costs factors from NEEDS project framework.

4.3.2 Waste
Industrial waste amounts to 1.6 million tons per year, 256,000 tons of which is hazardous. These
hazardous wastes are often stored in municipal dump wastes and not addressed adequately. The
chemical and petrochemical industries are responsible for 40 per cent of these hazardous wastes,
and the textile and leather industries for 33 per cent of them (Ministère de l’Energie, des Mines, de
l’Eau et de l’Environnement, 2010). The CGE model predicts a decrease in output for both sectors
after implementation of the DCFTA in the long run. The DCFTA is thus likely to result in two
counteracting effects. It may induce an increase in domestic waste generation because of the
improvement of living conditions, whereas it should have a positive effect by limiting the activities of
industries producing the most hazardous wastes.
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4.3.3 Water
Seawater pollution is mainly caused by domestic wastewater and industrial wastewater being
directly released into the sea and by maritime transport, given that the average daily traffic is about
240 ships through the Gibraltar Straight and 360 ships along the Atlantic coast. The DCFTA may
have an impact on industrial wastewater and has an impact on maritime transport. Table 4.7 details
the quantity of liquid waste per industry.
Table 4.7 Liquid waste by industry (Million cubic metres Mm3)
Industrial sector

Industrial liquid waste (Mm3)

Chemical and parachemical industries

931

Textile and leather industries

16.5

Food industry

40.7

Mechanical, metal and electric industries

0.2

Source: Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010.

The chemical and petrochemical industries are the ones that produce most liquid waste by far given
that they produce about 23 times more liquid waste than the food industry, which is the second
most polluting sector (Ministère de l’Energie, des Mines, de l’Eau et de l’Environnement, 2010).
According to the CGE model results, the DCFTA is expected to lead to a decrease in output for the
chemicals and petrochemicals industries, as well as in the textile and leather industries (which rank
third in the production of industrial waste). Moreover, a decrease in output of water transport
services is also predicted by the CGE model, which could lead to a positive effect on seawater
pollution by reducing the quantity of wastewater directly released into the sea. However this effect
has to be interpreted with some caution since it is expected that the implementation of the DCFTA
will lead to more trade in general, which also increases the activity of (domestic and foreign)
shipping activities in Morocco, which in turn could increase the environmental marine pressure
again. The net effect is difficult to predict.
Regarding agriculture, the CGE modelling exercise predicts a mixture of output gains and losses for
agricultural subsectors. Vegetables, fruit, animal products, fisheries and vegetable oils are expected
to experience a slight output increase as a result of the DCFTA. In contrast, grains and crops and
other crops are expected to see output decrease due to the DCFTA. Overall, the DCFTA is
expected to lead to a slightly increased activity in the agricultural sector (from the modelling results
presented in chapter 2). Given that the agricultural sector represents a major part in water
consumption, it is expected that the DCFTA increases the stress on water resources that are
already scarce in Morocco. This is supported by the increase in livestock activities which are water
consuming and contribute to overgrazing. An increased use of fertilisers may also increase issues
of water pollution.

4.3.4 Ecosystems & Biodiversity
Regarding biodiversity and forestry, the DCFTA may have a rather negative impact. Indeed, as
stated before in the water section, it is expected that the DCFTA will lead to an increase of activity
in the agricultural sector, hence increasing the stress on natural resources. Even if the value added
in forestry products is expected to decrease slightly, this is overcome by a more substantial
increase in vegetables, fruit and vegetable oils production, which are likely to lead to land use
changes, which in turn can lead to aggravate deforestation. Moreover, if the increase in agricultural
output comes together with an increased use of fertilisers, this can aggravate underground water
pollution and increase the threat on wetlands. A slight increase in fisheries output predicted by the
CGE model may also increase pressure on fishing resources that are already overstressed.
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Finally, a general increase in trade after the implementation of the DCFTA could also facilitate more
illegal trade as an increased volume of trade increases the opportunities for illegal transport. One
documented example of this has been raised by stakeholders and constitutes the trade in wildlife
(Eurogroup for Animals, 2013). The (illegal) trade in wildlife can represent a grave threat to
biodiversity. In particular, Morocco is believed to be one of the primary exporters in Africa of wildlife
animals, such as the macaque and reptiles. According to one of the stakeholders, research has
shown that some 300 macaques are traded illegally from Morocco to the EU yearly
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. The illegal

export of these animals reduces biodiversity in Morocco (and in the rest of Africa and should be
carefully monitored.

4.3.5 Climate change
The impact of the DCFTA on climate change as a result of changes in carbon (CO2) emissions is
small. The change in emissions of CO2 was simulated in the CGE model and taken as an input
here. The CGE results indicate a fall in emissions of 100 tonne in the short run and 600 tonne in the
long run. In percentage of the baseline emissions, these changes are marginal (less than onehundredth of a per cent). Expressed in monetary terms, using a value of €20 per tonne for marginal
external costs of carbon, the DCFTA is estimated to reduce external costs of carbon by €2,000 in
the short run and €12,000 in the long run. These values are so small that they fall within the
margins of error. Even with much higher costs per tonne of carbon, the estimated impact of the
DCFTA on this aspect of environmental costs would likely be negligible.

4.3.6 ‘Greening’ the economy
Looking at air pollution, the modelling results suggest a continued ‘greening’ process of the
Moroccan economy following the DCFTA: the composition effect – due to internal reorganisation of
economic activity – influences emissions negatively and outweighs the scale effect, which could be
taken as an argument for a development towards a larger and ‘greener’ economy.
Looking at the international component of greening the economy, the DCFTA is likely to strengthen
the general trend: the EU as a demand market for green products will become even more important
and compliance with EU (environmental) product standards may become a prerequisite for
successful exports (EIM Business & Policy Research / Oxford Research, 2012). On a more general
level, the DCFTA is part of Morocco’s convergence to Europe, and could increase international
exchange and investment potentially fostering trainings and R&D activities. This may contribute
further to more environmentally-friendly production.
It has to be noted that the increased investment and greening activities are unlikely to influence the
agricultural sector on a large scale, and thus address mainly pollution, but not water scarcity. We
can thus say that a ‘green’ economy is not necessarily ‘blue’. It is unclear whether the DCFTA can
promote a de-coupling of agricultural production and water use.
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5

Consultations and Communication

5.1

Stakeholder consultation plan and implementation
Consultations with relevant stakeholders constitute a key element of the Trade SIA methodology
and hence our study; the input from stakeholders contributes to a higher quality (more relevant)
impact assessment. In the inception report of this study we presented a detailed stakeholder
consultation plan. This plan is a living document, which is continuously adjusted and updated during
the course of the project according to progressing insights and comments from civil societies. The
different instruments used as part of our consultation plan for this Trade SIA are summarised
below.
1)

Electronic consultation and documentation

Among the many lessons learned from previous TSIAs, uninterrupted communication with
stakeholders has proven to be a key element to take into consideration when conducting the study.
Therefore, as in previous studies, Ecorys has built a dedicated Trade SIA website for EU-Morocco
DCFTA through which stakeholders are constantly updated on the different phases of the study and
its results. The feedback process is facilitated by the contact email, available on the website,
through which stakeholders can directly provide Ecorys with inputs and comments. Some of the
features hosted on the website include:
•

A built-in mechanism to facilitate the feedback;

•

A direct link to the Facebook Page;

•

Various links to the websites of main stakeholders that are involved in the process;

•

A Section on the background of the study;

•

A Section containing relevant documentation, including 1) background material on the Trade
SIA methodology, 2) documents that are relevant for the negotiations/our study, and 3) all
project reports (both draft and final versions) as well as presentations that were made
throughout this study;

•

A Section with news items.

The website for the Trade SIA EU-Morocco is available at: http://www.trade-sia.com/morocco/.
The dedicated email address for the study is: tsiamorocco@ecorys.com. Any question related to
the project, as well as opinion, ideas or specific related issues can be communicated to the team
via this email address.
This two-way communication strategy has been reinforced by the launched of a Facebook page
(tsiamorocco), which not only contributes in strengthening the communication between
stakeholders and Ecorys, but also provides stakeholders with a platform to interact with each other
on issues relevant to the study.
Since we strongly believe stakeholders can effectively contribute to the success of this project,
Ecorys also makes use of a newsletter to inform civil societies about new deliverables and the
progress of the project. A mailing list that includes NGOs, business associations, industry groups
and special interest groups has been developed. Together with the EU Delegation and the Steering
Committee, a selection of key stakeholders has been identified. The mailing list and list of key
stakeholders will continue to be updated and complemented during the course of the project, if
necessary. The key stakeholders have received newsletters after the publication of the inception
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report and the interim technical report, which included an update on the project and the DCFTA and
highlighted the available consultation opportunities.
The newsletter, the Facebook page, the website and the email address all together facilitate the
feedback which helps in validating the results, obtaining new information adjusting the study’s focus
and placing the results in a proper perspective.
2)

Public meetings

A public meeting has been organised on 9 April 2013 in Brussels with the aim to meet and to
engage with EU civil societies and the key stakeholders. On the agenda of the meeting, was the
presentation of the main findings, methodologies, assumptions and the choices made during the
inception phase of TSIA study. The public meeting was held after the submission of the draft
inception report on April 26th.
The second public meeting will be organised after the submission of this draft final report, on the
16th of October 2013. Additional meetings may be set up on an ad hoc basis.
3)

Workshops in Morocco

In line with our efforts to engage the local civil societies in Morocco, a Trade SIA workshop has
been organised in Rabat (Morocco). The workshop took place on 27 June 2013, and was used to
discuss the study and more specifically the preliminary findings of the interim report The workshop
participants also provided inputs for the in-depth (sectoral) analysis and policy recommendations
for phases 2 and 3 of the study.
4)

Other relevant conferences and workshops

Linking up to other conferences and workshops relevant to the study is another element of the
stakeholder consultation plan. For example, the study team joined a conference organised by the
European Economic and Social Committee in May to give a presentation and interact with civil
society from both the EU and Morocco.
5)

Face-to-face interviews with individual representatives and/or targeted surveys

Lastly, the consultation plan is complemented with face-to-face bilateral interviews with selected
stakeholders. Several interviews have been organised during the second phase of the study and
have been crucial to the sectoral analysis. A new element in this study is the organisation of a
survey among SMEs on the DCFTA, which has been channelled through the EU SME panel.

5.2

Overview of consultation inputs received
Since the start of this study, we have observed a strong commitment from civil societies to actively
contribute to the success of this study. We have invited all participants to make use of all the
various communication channels we have put in place and to solicit and to facilitate their
involvement.
We have been pleased with the quality of inputs we have received so far from a broad range of
stakeholders. In direct collaboration with the EU delegation, Ecorys has acknowledged and
answered, to the extent possible, all suggestions and recommendations that have been
communicated.
An overview of the issues that have been raised by the stakeholders through the different
communication channels as well as our response to them is available in Annex F.
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A full report of the workshop is available in Annex H. The SME survey and its results are available
in Annex G, while a summary of the survey results is presented in the next section.
The main questions/inputs received so far include the following:
•

Suggestions for literature (incl. HR literature) and stakeholders to include the analysis;

•

the importance of analysing mode 4 in services trade;

•

the question to what extent investment policy will be included in the DCFTA;

•

the importance of studying illegal wildlife trade via Morocco as main trading hub to the EU;

•

the need for excluding the October 2012 agreement from the analysis;

•

the question whether the issues of land concentration and ownership will be taken into account;

•

the need to conduct consultations in French;

•

questions on methods and inclusiveness of stakeholder consultations;

•

request to closely study the impact of sensitive products in trade of agricultural products

•

questions on the data and methodology of the study

•

the importance of employment and regional development for Morocco and how this will be

between the EU and Morocco;

affected by the DCFTA;
•

the possible negative social effects as a result of the DCFTA and the need for support in this
area;

•

the importance of the high informal employment present in Morocco, an issue that needs to be
addressed;

•

the importance of addressing gender equality issues;

•

the importance of environmental issues in Morocco, including the problem of water scarcity;

•

A suggestion not to underestimate the environmental effects such as water scarcity and waste
production while determining the impact of the DCFTA;

•

5.3

The importance of conducting an ex-post study of previous implemented agreements.

SME survey results

5.3.1 Introduction to the survey
To obtain more knowledge about SMEs in Morocco and to analyse the impact of the DCFTA on
SMEs in Morocco and the EU, we conducted an online SME survey. The link to the online survey
was disseminated via the SME Panel network of DG Enterprise & Industry, the project website
www.trade-sia.com/morocco and the TSIA Newsletter. As the response for the survey was rather
limited, we only present the most relevant results here. The full results and survey questions are
available in Annex G.
The representativeness of the survey results for Morocco is relatively low due to the limited
response. However, the results are similar to the results for Tunisia, where the response rate
was much higher.

5.3.2 Sector and size of Moroccan respondents
When looking in particular at Morocco, nine Moroccan respondents filled out the survey.

130

As

shown in Figure 5.1, the survey respondents represented six sectors from agriculture and industry.

130

It should be noted that not all respondents completed the survey therefore the numbers presented here do not always add
up to 9.
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Figure 5.1

Distribution of Moroccan survey respondents across sectors

When looking at the size of the responding companies in terms of employees and turnover, we see
that most respondents represented an SME company according to the official EU SME definition,
as shown in Table 5.1.
Table 5.1

Company size of Moroccan respondents

Category

Number of employees

Respondents

Annual turnover

Respondents

Micro

0-9

1

EUR 0-2 million

1

Small

10-49

2

EUR 2-10 million

2

Medium

50-249

3

EUR 10-50 million

1

Large

More than 250

1

More than EUR 50 million

2

5.3.3 Competition in Morocco
The three survey respondents from Morocco that answered questions on competition are divided in
how they see the competitiveness of larger companies. At least it turns out that larger companies
are equally or more competitive and do have larger market shares compared to SMEs. When
looking at foreign companies, two respondents see them as equally or more competitive, while the
other respondent says that foreign competitors are less competitive.

5.3.4 The DCFTA
Two respondents from Morocco answered questions on international trade. They both know that
the EU and Morocco have now started to negotiate a Deep and Comprehensive Free Trade Area.
One of them is not involved in international trade. The other one exports its products (Electronics,
computers). His share of exports as a percentage of your total turnover is between 75% and 100%.
Of these exports, 75% to 100% flows to the EU (Czech Republic, France, Germany, and Spain).
This company faces the following barriers to trade when exporting to the EU:
•

Access to finance (including trade finance);

•

Access to raw materials;

•

Custom procedures at the border;

•

Lack of information on the foreign market.

According to this company, the following three priority topics should be covered by DCFTA:
7. Technical regulations/standards;
8. Freedom of opening a company and investment and capital movements and payments;
9. Public procurement – call for tenders.
Furthermore, he expects that there will be both positive and negative impacts from the DCFTA for
his company. Positive factors are i) more output/employment due to higher exports, ii) cheaper
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production costs through cheaper imports, and iii) technology transfer. Negative impacts are
expected from increased competition.

5.3.5 Internationalisation support measures
According to one respondent, the Government of Morocco needs to increase its export promotion
activities after the DCFTA. This company would need more:
•
•

financial support to export (e.g. insurance, export credits, subsidies);
information on exporting to the EU/information on these local markets (e.g. by trainings,
websites, brochures);

•

support in meeting potential buyers of our products/services (e.g. through matchmaking events,
trade fairs, etc.).
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6

Screening and Scoping

6.1

Screening criteria and indicators
The sectors or horizontal (cross cutting) issues that are of particular importance to the DCFTA have
been analysed in phase 2 of the study, particularly for Morocco. (cross-cutting) issues that are
expected to experience a significant impact from the implementation of the DCFTA between the EU
and Morocco. This in-depth study enables us to understand more clearly how the DCFTA is
expected to impact not only at the macro-level but also within and across sectors and at
grassroots-levels. In addition, it enables us to identify specific areas of concern or interest that may
require specific attention in the negotiation process or warrant the development of flanking
measures and implementation support.
The selection of specific sectors and horizontal issues is based on the following five criteria:
1. Initial importance for the economy;
2. Expected economic impact of the DCFTA;
3. Expected social, environmental and human rights impact;
4. Stakeholder issues of special importance;
5. Strategic importance of sector / issue in the negotiation.
Criterion 1. Initial importance for the economy
The potential impact of a DCFTA on economic sectors differs with the importance and position of
this sector in the economy; e.g. a small change for an important sector (in terms of value added or
employment) might cause more impact than a large change for a very small sector at national level.
As such, percentage changes have to be interpreted in combination with a given sector’s initial
position in the economy. The initial importance of sectors for the Moroccan economy is assessed
using the following indicators:
1. Sector share in total value added;
2. Sector share in total (un)skilled employment;
3. Sector share in total export and exports to the EU.
Data used for this analysis are based on GTAP 8 (base year 2007) projected to 2011. The CGE
simulation uses the same data. Consequently, data are fully harmonized along the different stages
of the analysis, which enhances overall consistency of the report. Also, this makes the identification
of sectors for further analysis more transparent and easier to access.
Criterion 2. Expected economic impact of the DCFTA
The second criterion for the screening and scoping exercise is the impact of the DCFTA on specific
sectors and / or in relation to certain horizontal issues. Here, the CGE modelling results help to
detect economic effects on the sectoral level, whereas the causal chain analysis provides insights
for identifying relevant horizontal issues. Due to the properties of the CGE model used it is ensured
that the ‘enabling nature’ of certain facilitating sectors, e.g. transport, is taken into account in the
results. Combined with the first criterion, this criterion establishes a quantitative (economic) base for
the selection of important sectors and / or horizontal issues by showing were the main impacts from
the DCFTA are likely to occur.
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Criterion 3. Expected social, environmental and human rights impact
The additional analysis of social, environmental and human rights impacts (presented in Chapter 3)
also give an identification of sectors or issues that are crucial in either one or all of the above three
areas and for which sectors they would be most relevant. Using the additional analyses and causal
chain analysis, under this criterion we assess the direct and indirect effects of the DCFTA in the
three areas and flag issues relevant for specific sectors. Such effects include changes in production
structures (shift to sectors using different capital-(un)skilled labour ratios) or impacts in areas where
specific environmental or social issues are at play.
CGE results are used as primary inputs for the social and environmental analysis. For the former
this particularly means using changes in employment for (un)skilled labour, whereas the
environmental analysis uses changes in sectoral output and value-added, as well as CO2 emission
changes. This allows for drawing conclusions about DCFTA impacts on airborne pollutants/GHG
and poverty/income distribution, respectively.
Criterion 4. Stakeholder issues of special importance
This criterion aims to flag the issues of specific importance for the various stakeholders involved in
the DCFTA process. Through the consultation plan presented in the previous chapter (Chapter5),
the Trade SIA incorporates inputs from civil society and key stakeholders of the DCFTA
negotiations and implementation. This can include areas that are considered as important for
various reasons by a large part of the stakeholder community and / or in the public opinion. In
addition, it can include issues of special political of policy importance, or issues of significance for
the relations between the EU and Morocco.
Criterion 5. Strategic importance of sector / issue in the negotiation
To ensure that the Trade SIA study remains relevant to the DCFTA negotiation process, the
importance of specific sectors / issues to the reality of the DCFTA process and negotiations is also
one of the screening criteria. This criterion takes into account specific offensive or defensive
interests of both negotiating parties or sectors / issues which are perceived as vulnerable or in need
of special attention in relation to possible flanking measures. Input for this criterion is delivered by
suggestions, comments and feedback from the main negotiators on specific issues.

6.2

Screening results

6.2.1 Cr. 1: Initial importance of the sectors for the economy
In order to determine the initial importance of each sector for the Moroccan economy, the Top 15
largest sectors in terms of their share in total value added are presented in Table 6.1. These values
are based on projected GTAP 8.0 data and reflect 2011 data.
The Top 15 sectors account for 81 per cent of Morocco’s total value added, 87 per cent of skilled
employment, and 79 per cent of unskilled employment, respectively. The public and other services
sector takes by far the largest share in total value added. Also, more than half of total skilled labour
is employed in this sector. However, despite being the top sector for skilled labour employment, its
absolute share in total unskilled labour employment is much lower. Generally, the share in total
unskilled employment is more evenly distributed among the sectors. In contrast, for skilled
employment public and other services, trade, construction, inland transport, and ICT and other
business services add up to approximately 77 per cent of all skilled labour.
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Table 6.1 Top 15 largest sectors in Morocco, by value added and employment
Rank

1

Sector

Public and other services
132

Sector

Share in total

Share in total

Share in total

Classification 131

value added

skilled

unskilled

(%)

employment

employment

(%)

(%)

S

23.4

57.4

14.8

S

9.1

6.7

10.8

2

Trade

3

Construction

S

8.4

5.1

9.9

4

Other transport (services)

S

5.8

4.2

6.8

5

Grains and crops

A

5.4

0.2

7.3

6

Vegetables and fruit

A

4.2

0.2

5.8

7

Animal products

A

3.6

0.1

4.9

8

ICT other business services

S

3.4

3.5

1.7

9

Other minerals

M

3.1

1.2

2.9

10

Other processed foods

M

3.1

1.7

3.3

11

Chemicals, rubber, plastics

M

2.6

1.5

2.4

12

Other machinery

M

2.4

1.6

2.5

13

Processed meats

M

2.4

1.2

2.4

14

Utilities

S

2.4

1.3

0.9

15

Wearing apparel

M

2.1

1.1

2.8

SUM

Sum of top 15 sectors

81.4

87.0

79.3

Source: GTAP 8 database, base year 2007, projected to 2011.

Table 6.1 also indicates that in terms of value added the Moroccan economy is equally driven by
service and industrial (manufacturing) sectors. Out of the Top 15, there are 5 service sectors, which
add 50 per cent of the value. In total, service sectors make up 55 per cent of value added, 83 per
cent of skilled employment and 49 per cent of unskilled labour, respectively. As mentioned above,
the government sector plays the most important role. This is not very different to the EU, where
public and other services sum up to approximately 21 per cent of value added. However, in the EU
the ratio between skilled and unskilled labour is with 1.8 significantly lower compared to 3.9 in
Morocco. As such, the Moroccan public sector is more dominated by skilled employment.
Out of the Top 15 sectors, the sectors processing food and agricultural products account for an
important 60 per cent share of all producing activities and approximately one fourth of total unskilled
employment. In addition, other minerals and chemical production account for 3.1 per cent and 2.6
per cent of total value added, respectively. Basic infrastructure provision, which includes gas, water,
and electricity, is captured by utilities and provides 2.4 per cent of the total value added. Finally,
manufacturing activities in the Top 15 sectors account for 15.7 per cent of value added, 8.3 per cent
of skilled employment, and 16.2 per cent of unskilled labour.
Table 6.2 shows Morocco’s sectoral trade performance and thus points towards those sectors that
might be affected most by a DCFTA with the EU. Total exports as well as the importance of the EU
for Moroccan exports and imports are illustrated. In addition, the table depicts the rank in share in
total value added (see also Table 6.2). This will give insights in how top export sectors compare to
their share in total value added.

131
132

A=Agriculture, M=Manufacture, S=Service.
Trade: all retail sales; wholesale trade and commission trade; hotels and restaurants; repairs of motor vehicles and
personal and household goods; retail sale of automotive fuel.
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Table 6.2 Top 15 export sectors for Morocco, by value and share
Rank

Sector

Export -

Share in

EU share

EU share

Rank in

gross

total

in total

in total

share in total
value added

value

export

export

import

f.o.b. mln

value (%)

value (%)

value (%)

EUR
1

Wearing apparel

2,219.3

11.1

93.7

30.6

15

2

Other machinery

1,929.1

9.7

91.7

58.4

12

3

Chemicals, rubber, plastics

1,771.7

8.9

51.1

53.8

11

4

Other processed foods

1,741.1

8.7

66.1

31.0

10

5

Vegetables and fruit

1,545.0

7.7

75.2

34.8

6

6

Public and other services

1,537.9

7.7

29.4

30.1

1

7

Other minerals

1,349.6

6.8

46.2

28.3

9

8

Other transport (services)

1,193.6

6.0

43.1

38.5

4

9

ICT other business services

1,077.9

5.4

46.6

53.8

8

10

Air transport

748.3

3.7

36.3

41.2

19

11

Textiles

647.8

3.2

95.3

45.8

28

12

Electrical machinery

534.0

2.7

27.4

30.0

24

13

Metals

501.6

2.5

53.5

36.5

30

14

Leather goods

473.5

2.4

92.0

32.7

16

15

Petrochemicals

398.4

2.0

62.9

50.3

31

SUM

SUM

AVG

AVG

Avg Rank Dif

17,668.7

88.53

60.7

39.7

8.3

Top 15 Summary Stats

Source: GTAP 8 database, base year 2007, projected to 2011.

In total, Moroccan exports of industrial goods take a more prominent role than service exports.
They add up to 73 per cent of all export value compared to 27 per cent of service exports. The Top
15 sectors account for 89 per cent of total exports. Furthermore, the EU is a very important trading
partner for Morocco. This holds particularly for exports. More than 55 per cent (for Top 15 export
sectors even 61 per cent) of total exports go to the EU. In addition, the last column compares the
Top 15 exports sectors with their ranks in value added. The average rank difference (8.3) signals
that there is a discrepancy between the importance of a sector for the economy and its export
performance. For example, wearing apparel has a relatively low share in value added (2.1 per cent)
but accounts for 11.1 per cent of total exports. In contrast, grains and crops is the top non-service
sector in terms of value added, but only ranks number 32 in export performance.
Sectors with the best export performance are, as already mentioned above, wearing apparel, but
also other machinery, chemicals, rubber, plastics, and other processed foods. These are all
manufacturing sectors. The most important service exports are transport services (air and inland),
ICT and other business services, and public and other services, which includes for example
services provided for the Moroccan diplomatic corps. The share of the EU market differs between
the sectors. The EU market is for example very important for textile and clothing goods. These are
captured by the sectors leather goods, textiles, and wearing apparel. For all of those the EU export
share is more than 90 per cent. For other sectors such as electrical machinery, the EU is not such
an important export market. On the import side the EU is a very prominent sourcing region for
fisheries, animal products, and utilities. For these sectors the EU is in more than 80 per cent of the
cases the import partner. On average, approximately 43 per cent of all goods are imported from the
EU.
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6.2.2 Cr. 2: Economic impact from DCFTA
The quantitative results of our modelling exercise as presented and discussed in Chapter 2 are
considered here at sectoral level for Morocco to identify the sectors for which we expect the most
significant impacts in economic terms. In addition, we consider key horizontal issues that are
expected to be relevant to the DCFTA implementation and potential impact.
Sectoral level economic impacts
Table 6.3 presents the most significant long-run changes in terms of value added per sector. It
captures the most substantial positive changes (expansion of the sector) and negative changes
(contraction of the sector) compared to the baseline. Furthermore, impacts on the trade
performance of these sectors are depicted.
Table 6.3 Most important sectors based on economic impact of the DCFTA (long-run effects) 133
Sector

Change in value

Change in value

Change in total

Change in total

added (%)

of output (mln

imports (mln

export (mln

EUR)

EUR)

EUR)

Largest positive changes - value added
Other machinery

8.5

658.0

675.0

1368.3

Vegetables and fruit

4.0

176.3

21.1

211.1

Vegetable oils

3.3

11.9

22.2

28.6

Motor vehicles

2.7

60.4

94.0

144.8

Other processed foods

1.9

190.9

131.5

264.6

Wearing apparel

1.3

65.4

70.1

133.7

Public and other services

0.9

397.8

66.3

-27.1

Trade

0.7

81.9

19.8

-4.7

Largest negative changes - value added
Leather goods

-3.6

-96.4

65.4

18.1

Lumber, paper

-3.1

-137.7

115.9

5.7

Textiles

-2.7

-82.0

115.1

57.6

Grains and crops

-2.7

-144.7

165.9

4.1

Electrical machinery

-2.1

-64.4

176.4

103.8

Fabricated metals

-2.1

-56.5

134.3

28.3

Petrochemicals

-1.9

-71.3

72.2

18.8

Other crops

-1.8

-19.8

35.7

7.8

Source: GTAP 8 database projected to 2011, IIDE CGE simulation results.

The largest expansion effect is expected to be experienced by other machinery, which includes for
example electrical machinery and apparatus, medical, precision and optical instruments, and
watches and clocks. Such expansion is also accompanied by an increase in exports of
approximately €1.4 billion. Other sectors, which benefit from a DCFTA between the EU and
Morocco, are vegetables and fruit, vegetable oils, and the motor vehicles sector. For all these
sectors the positive change is largely driven by the simulated reduction in goods NTMs. Negative
changes are strongest for leather goods, lumber, paper, and textiles. Leather goods experience a
contraction in output of -3.6 per cent. This corresponds to a decline in output of circa €96 million. At
the same time imports increase more than exports. Consequently, it is likely that leather goods are
mostly sourced from abroad rather than produced domestically. Alternatively, there is a large
amount of intra-industry trade.
133

Table 6.3 is sorted with respect to the eight most significant positive and negative percentage changes in value added.
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Finally, comparing Table 6.1, with Table 6.2 and Table 6.3, it becomes clear that the most
significant negative effects are primarily occurring in sectors ranking rather low in their share in total
value added. Only the grains and crops sector is to be found in the Top 15 of Table 6.1. Its share in
value added is 5.4 per cent and 7.3 per cent in unskilled employment, respectively. In contrast, six
out of the eight sectors presented in Table 6.1, which benefit from a DCFTA between the EU and
Morocco, can be found in the Top 15 of value added share in the total economy. Together their
share in unskilled labour is 68.7 per cent and 40 per cent in

skilled employment, respectively.

Horizontal issues that arise from the CGE modelling results, relate to the reductions in NTMs for
goods and services. In the long run, goods NTMs account for almost the entire gain in national
income for Morocco due to the DCFTA since the positive effect of services NTMs and the negative
spill-over effects cancel each other out. The model does not allow for highlighting which specific
NTMs drive the positive effects and hence horizontal issues will be identified under criteria 3, 4 and
5 below.

6.2.3 Cr 3: Social/environmental importance/impact
The analysis of key issues in social and environmental spheres as well as key channels of potential
social and environmental impacts of the EU Moroccan DCFTA as presented in Chapters 3 and 4 in
particular, suggest several issues and sectors of importance.
Social impact
In chapter 2, wage and sectoral employment effects based on the CGE analysis have been
presented. It has been concluded that in the long-run wages increase moderately by 1.9 per cent
and 1.6 per cent for skilled and unskilled labour, respectively. The sectoral level employment effects
were highest for those sectors that also experience a significant change in value added. Sectors
that experience an employment shift out of their sector were particularly recorded for the following
sectors: leather goods, lumber and paper, and textiles. In these sectors, the share of skilled and
unskilled labour (compared to the total) is expected to decrease in the range of 3 per cent to 4 per
cent. None of the sectors that face a decline in employment share of over 3 per cent is ranked in
the Top 10 in their share in total employment for the respective labour category.
Positive employment changes occur especially in the other machinery sector: Skilled employment
increases by 7.7 per cent and unskilled labour by 7.4 per cent. Considering that this sector is
th

ranked 9 in share in skilled employment, we can regard this a significant impact. Furthermore,
employment in vegetables and fruit is expected to expand by four per cent for both categories of
labour. This sector is comparably important for unskilled employment.
Environmental impact
Table 6.4 summarises the results of the environmental analysis. It describes current key issues and
states likely DCFTA impacts. A more detailed description of the environmental impact can be found
in Chapter 4. Conclusions on the potential positive and negative effects have been drawn on the
basis of the CGE simulation presented in Chapter 2. As such, it is assumed that a higher sectoral
output increases the environmental distress caused in the baseline situation.
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Table 6.4 Summary of environmental analysis
Issue

Description

DCFTA Impact (Sector)

Air pollution

•

•

•

Growing issue in urban areas

ownership;

Main pollutants are SO2, NOx, and
suspended particles

Increase in GDP is likely to increase car

•

Decrease in output of most polluting

•

Vehicles cause 60% of total pollution

industries (e.g. primary energy,

•

Other main polluting activities are oil

petrochemicals, fabricated metals,

refineries, power generation, phosphate

inland transport) and increase in output

processing, cement factories, and the

of less polluting industries (e.g. food
producing industries);

iron and steel industry
•

SOx (ca. €4 billion) cause the highest

•

In the long-run NOX, SOX, PM2.5, and

benchmark externality. This is mainly due

PMcoarse emissions are expected to

to activities in the utilities and industrial

decrease slightly. This is caused by an

sectors.

activity shift to less polluting sector
(composition effect). The associated
change in external costs is approximately
€24 million.

Waste

•

in total 6.5 mln tons of municipal solid

•

waste per year;
•

1.5 mln tons of industrial waste of which

generates more domestic waste;
•

20% of rural population covered by waste
collection services;

Water

•

10% of total waster recycled.

•

uneven distribution of rainfall;

•

water share per citizen will be reduced by

reduces hazardous waste;
•

•

significant water losses in irrigation (e.g.

Decrease in output of petrochemical
industry results in less liquid waste.

•

Vegetables, fruits, animal products,
and vegetables oils increase output and

49% in 2020;
•

Declining output in chemical and
petrochemical, and leather industries

256.000 are hazardous waste;
•

Improvement of standard of living

use more water;
•

Grains and crops, and other crops

in agriculture) and drinking water

sectors face output decline and require

networks;

less water in their production.

Access to drinking water and sanitation
facilities in rural areas is 60% and 52%,
respectively;

•

Water pollution significant issue (e.g.
55% of domestic waste water released
into sea).

Ecosystems &

•

biodiversity
•

global rates for rare and endemic species

•

opportunities for illegal wildlife trade,

plants;

possibly offset by trade facilitation and

economic drivers such as agriculture,

better customs procedures;

fishery, forestry, and tourism dependent

•

on natural resources;
•

aggravates deforestation;
•

Increase in usage of fertilizers leads to

•

31.000 ha of forest lost each year;

underground water pollution, potentially

•

soil erosion eminent problem.

harming wetlands.

•

42 Mton of CO2 emitted from energy use
in 2008;

emissions will drop marginally by 600

•

4% renewable energy production.

tonne in the long-run.

change
mitigation

Increase in agricultural activities will
require more land use, which in turn

96% of land subject to human induced
land degradation;

Climate

Higher trading activities create more

are 11% for fauna and 25% for vascular

•

Based on the CGE analysis CO2

Source: GTAP 8 database projected to 2011, IIDE CGE simulation results; own compilation.
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6.2.4 Cr. 4: Stakeholder issues of special importance
Throughout the study key stakeholders are invited to participate in the consultation process in
various ways and through various channels as outlined in Chapter 4. So far, stakeholders
participated via a public meeting in Brussels. In addition, feedback has been received on a bilateral
basis via email, through the dedicated website, as well as Facebook. Additional consultations with
civil society during the civil society workshop in Rabat also yielded valuable input on the choice of
sectors and /or horizontal issues.
Table 6.5 presents a selection of relevant stakeholder issues related to sectoral and horizontal
aspects.
Table 6.5 Stakeholders specific issues
Comment

Relevant sector / horizontal
issue this may relate to

Investment policy as a new competence in the EU's trade policy since the

Investment, FDI

coming into effect of the Lisbon treaty, and growing critical debate on the
parameters of the current framework for investment protection, including
within vested institutions such as UNCTAD, the ILO, and the OECD?
There needs to be full impact assessment of the effects that Mode 4 offers

Trade in Services, Security

both in terms of the employment effects on host Member State countries,
and the potential security effects relating to Moslem extremist terrorism.
The highest number of illegal wildlife trades to the European Union comes

Illegal Wildlife Trade, Animal

from Africa with Morocco as primary exporter (e.g. macaques, reptiles).

products sector

UN Global Compact and the Guiding Principles for the Implementation of

Human Rights

the UN "Protect, Respect and Remedy" Framework, and
recommendations of the UN Special Rapporteur on the Right to Food, in
relation to sustainable development and the need for ex ante and ex post
HR impact assessment.
Human rights situation in Western Sahara (Saharawi people).

Human Rights

Competition issues in the tobacco, transport, and banking industry.

Tobacco and Beverages,
Transport, Finance and insurance

The Government established an anti-corruption institution (Instance

Corruption, Public and other

Nationale de la Probite de la Prevention et de la lutte contre la corruption)

services sector

combating corruption; the agency is working in close cooperation with
Transparency International Morocco, in particular on public procurement
issues.
The extent to which land issues and land ownership can be included.

Land use, land ownership

Could the Intellectual Property Rights chapter be elaborated upon for

Intellectual Property Rights

Morocco?
Water (water scarcity in the agricultural sector and water quality in the

Water scarcity and quality

manufacturing sector)
Energy issues (concerns about the import dependence of Morocco that

Energy

would intensify as a result of the DCFTA)
ICT services (under business services) (including the study of off shoring /

ICT sector, off shoring

outsourcing as a business model in this sector)
Tourism

Tourism

Grains and crops (due to the dependence on imports of grains and crops

Grains & Crops

as input for processed foods and consumer products)
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6.2.5 Cr. 5: Strategic importance of sector / issue in the negotiations
Based on inputs received from the Steering Committee and the EU Delegation in Morocco several
issues of specific interest for the DCFTA process have been identified in this preliminary phase.
During the kick-off meeting, the Steering Committee indicated “offshoring” as important crosscutting issue in the services sector. However, the Steering Committee still has to finalise their view
on the sectors or horizontal issues of interest. In addition, the EU Delegation to Morocco mentioned
the horizontal issues of corruption, competition and human rights as important topics in the
DCFTA for Morocco. In the course of Phase 1, this information will be complemented during the
Steering Committee meeting and other consultation activities.

6.3

Selection of sectors and horizontal issues
Having thoroughly assessed the study results according to the five screening criteria for the various
sectors, we can now summarise and select the sectors which are of highest importance for the
DCFTA negotiations between the EU and Morocco. Table 6.6 summarises our assessment for each
of the sectors.
The threshold for being included as a potential sector for further analysis per criterion is the
following:
•

Criterion 1: Sectors that have an important value added and/or export share to the EU;

•

Criterion 2: Sectors that experience significant changes in the main economic variables;

•

Criterion 3: Sectors that increase output and are associated with causing environmental
damage, and sectors that receive particular social impacts (e.g. strong labour movements);

•

Criterion 4: Sectors that have been mentioned by civil society;

•

Criterion 5: Sectors that have been stated by the steering committee as strategically important.

Table 6.6 Screening and selection of sectors
Cr 1:

Cr 2:

Cr 3:

Cr 4:

Cr 5:

Civil society

Importance

Initial

Economic

Social / HR /

importance

impact

Env

Grains and crops





Vegetables and fruit





Sector

for
negotiations




Other crops
Animal products











Forestry products
Fisheries
Primary energy
Other minerals




Processed meats


Vegetable oils
Other processed foods









Beverages and tobacco
Textiles



Wearing apparel



Leather goods



Lumber, paper














Petrochemicals
Chemicals, rubber, plastics
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Sector

Cr 1:

Cr 2:

Cr 3:

Cr 4:

Cr 5:

Initial

Economic

Social / HR /

Civil society

Importance

importance

impact

Env

for
negotiations

Non metallic mineral products
Metals
Fabricated metals



Motor vehicles



Other transport equipment


Electrical machinery
Other machinery







Other manufactures
Utilities
Construction



Trade



Other transport (services)





Water transport
Air transport
Communications


Finance and insurance
ICT other business services





Consumer services
Public and other services





6.3.1 Sector selection
For a sector to make it into the long-list presented in Table 6.6 out of the five criteria need to be
fulfilled. Based on this assessment at the sectoral level the following sectors are selected for the
shortlist:
•

Vegetables and fruit;

•

Animal products;

•

Textiles;

•

Leather goods;

•

Other machinery;

•

Grains & crops;

•

Energy.

The final selection is based on an initial analysis of specific issues for each of the sectors on the
long-list and taking into account the importance of specific sub-segments within these sectors.
Additionally, a reflection of the three broad sectors of the economy (i.e. agriculture, manufacturing
and services) will be respected in selecting the final sectors for in-depth analysis. Based on these
considerations, and in consultation with the Steering Committee, the following three sectors have
been chosen to be analysed (the fourth sector being a horizontal issue, see next paragraph):
1. Vegetables and fruits;
1. Textiles, wearing apparel and leather goods;
2. Energy, with a specific focus on renewable energy.
6.3.2 Horizontal issue selection
Several horizontal issues appeared to be important for the Trade SIA of the DCFTA between the
EU and Morocco. Specifically from the environmental analysis and from the workshop in Rabat, it
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emerged that water scarcity and quality is an issue in multiple sectors. Investments and FDI, as
well as human rights and IPR issues were addressed by civil society. Lastly, both the Steering
Committee indicated that the topic of offshoring is important during the negotiations as well as civil
society in Rabat that indicated that sectors with high offshoring activity experience important
progress. Civil society indicated that land use and land ownership is important in Morocco and
Tunisia. In addition, some agricultural sectors are expected to increase production significantly
(such as vegetable oils and vegetables and fruit), which increases irrigation and the demand for
water. Lastly, the environmental analysis has shown that water scarcity and water quality is
currently a high environmental pressure in Morocco.
Since the topic of offshoring was mentioned as an important issue for both civil society in Morocco
and the Steering Committee, the fourth in-depth study has been selected to be offshoring in
business support services.
Thus, the screening and scoping exercise done has resulted in the selection of three sectors and
one horizontal issue for in-depth analysis. The four selected sectors/issues are (see chapters 7-10):
1. Fruits and Vegetables;
2. Textiles, wearing apparel and leather goods;
3. Offshoring in business support services
4. Energy, with a specific focus on renewable energy
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7

Fruits and Vegetables

7.1

The Fruit and Vegetables sector in Morocco

7.1.1 History and recent trends in the sector
Agriculture is the largest sector in the Moroccan economy. It is also the biggest employer in the
country, employing more than 40% of the nation's workforce

134

, or 4 million rural inhabitants, and

creating approximately 100,000 jobs in the agro-industry sector. Depending on the growing season
and rainfall, agriculture makes up 19% of total GDP (15% from agriculture and 4% from agroindustry) and more than 12% of total exports.
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The sector also plays an important social role, as

80% of the 14 million rural inhabitants in Morocco depend on revenues from the agricultural sector.
Morocco’s geographic location makes it a natural trade partner with Europe. High quality
agricultural products are therefore usually exported to Europe.
The country’s overall economic growth is highly correlated with agricultural GDP. As part of its plan
for medium term growth, Morocco has set ambitious goals for its agricultural sector: “By 2020, the
government aims to double sector GDP to reach DH 74 billion (EUR 6.6 billion) and to increase
agricultural exports from DH 8 billion (EUR 711 million) to DH 44 billion (EUR 3.9 billion).”

136

After 1985, when Morocco undertook large scale market reforms, the agricultural sector enjoyed a
major boost and, from 1990 onwards, Morocco’s horticultural market was greatly expanded.
However, market access conditions to the EU were increasingly restricted as a result of non-tariff
measures and quotas.
Due to its Mediterranean climate and geography Morocco has ideal growing conditions for a wide
range of fruits and vegetables. The Northern coastline in Morocco is particularly suited for open
field cultivation of fruits and vegetables. The sector is strong and currently Morocco is a net
exporter of fruit and vegetables. In fact, self-sufficiency of Moroccan food needs by domestic
production is more than 100% for fruit and vegetables in good harvest years. As such, the
Moroccan fruit and vegetables sector contributes significantly to the country’s food security. Figure
7.1 below shows the main production sites for fruits and vegetables in Morocco.
Figure 7.1 Fruit and vegetable production regions in Morocco

Source : Association Marocaine des Producteurs et Producteurs Exportateurs de Fruits & Légumes (APEFEL)
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E. Azzouzi,, A. Lyytimi, and A. Abidar, Effect of incentive policy on performance and international competitiveness of fruits,
vegetables, and olive oil in Morocco: the case of greenhouse tomatoes, Clementine mandarins, and Maroc-Late oranges,
2006, p4.
135
E. Azzouzi,, A. Lyytimi, and A. Abidar, Ibid, 2006, p4.
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http://www.oxfordbusinessgroup.com/news/cash-crops-fruit-and-vegetable-output-stands-raise-sector-exports
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The socio-economic value of the sub-sector of fruits and vegetables is substantial. Morocco’s
cultivated land area is mainly dominated by cereals (36%), live animals (36%) and fruit and
vegetables (30%).

137

According to the latest available WTO Trade Policy Review of Morocco

(2009), production of principle fruits (e.g. citrus fruit) and market garden vegetables has averaged
8.5 million tonnes per season. The subsector plays a significant role in terms of employment,
providing more than 180,000 jobs, 50% of which are women.
Green Morocco Plan
Morocco’s national agricultural strategy is laid out in its Green Morocco Plan (Plan Vert or PMV).
Adopted in 2008 and valid for the period 2009-2020, the main objectives of the PMV are to:
•

Increase the agricultural surface area in Morocco to 50,000 hectares;

•

Increase agricultural production from 1.8 to 3.5 million tonnes; and

•

Increase agricultural exports from 0.75 to 1.7 million tonnes.

The Plan Vert consists of two pillars comprised of numerous building blocks

138

:

1. Development of production through a number of integrated projects focusing on:
•

crop development;

•

water economisation;

•

mobilisation of other water resources (e.g. desalination of sea water); and

•

upgrading of production.

Pillar I generally focuses on projects that depend on private financing to develop highly-productive
or high added value modern agriculture (milk, red and white meat, cereals in favourable, nonirrigated zones).
2. Development of markets at the national and international level to:
•

improve organisation of local markets;

•

encourage the marketing and promotion of exports; and

•

encourage the integration of external markets.

Pillar II projects are so-called economically viable projects in marginal areas (unfavourable, nonirrigated zones, mountainous zones and oases) that generally depend on direct aid from the State.
The Plan Vert offers considerable opportunities for growth for the Moroccan fruit and vegetables
sector. In particular, the cultivation of high value fresh fruits and vegetables is a top priority under
the first pillar of the PMV, which focuses on increasing revenues on agricultural products destined
for the export market. To this end, the PMV is increasingly investing in greenhouse production, as
control over quality and production is greater and dependency on seasonal production is reduced.
However, processed fruits and vegetables such as canned fruit and vegetables and jam are still
lagging behind, explaining the focus of Plan Vert to diversify and create more value added further
down the value chain. More on PMV efforts to improve the Moroccan fruit and vegetable value
chain in Section 7.1.4.
Thanks to the Plan Vert, Morocco is improving fruit and vegetable production levels and is an
important exporter of unprocessed agricultural products to the EU. However, the agricultural sector
in Morocco is relatively poorly subsidised attributing only 8% of total government subsidies
compared to 30% to 70% in EU and neighbouring countries. Most recently, Moroccan fruit and
vegetable exports suffered from a comparative disadvantage with Egypt, which is exporting fruit
and vegetable products cheaper as a result of lower energy prices and higher subsidies.

139
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Source: Association Nationale Des Eleveurs De Bovins (ANEB) and Union Marocaine de l’Agriculture.(UMA)c, 2013.
http://www.ada.gov.ma/en/Plan_Maroc_Vert/plan-maroc-vert.php
139
Source: Agence pour le Développement Agricole (ADA) dU Maroc, 2013. Link: http://www.ada.gov.ma.
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7.1.2 Sector breakdown into products
Table 7.1 presents all the product groups that belong to the Vegetables, Fruits, and Nuts (VFN)
GTAP sector. Within product groups, a further sub-division of product categories can be made into
fresh and dried, shelled, in-shell, chilled, with or without pits, reduced in size, etc. Nuts form a
negligible part of the total value of VFN exports. As such, this sector analysis will focus mainly on
fruit and vegetables within the VFN category.
Table 7.1 The product groups of the VFN sector
Fruits

Vegetables

Nuts

Apples

Kumquats

Asparagus

Leeks

Almonds

Apricots

Lemons

Breadfruit

Lentil seeds

Brazil nuts

Avocados

Loganberries

Brussels sprouts

Lettuce

Cashew nuts

Bananas

Mandarins

Cabbage

Lima beans

Chestnuts

Bergamots

Mangoes

Carrots

Mushrooms

Coconuts

Berries and tamarinds

Mangosteens

Cassava (manioc)

Pearl onions

Filberts

Blueberries

Mixed nuts/dried fruits

Cauliflower

Peas

Hazelnuts

Cantaloupes

Nectarines

Celery

Pumpkins

Pecans

Cherries

Oranges

Chickpeas (garbanzos)

Radishes

Pistachios

Citrons

Papayas

Chicory

Seed potatoes

Walnuts

Cranberries

Peaches

Chili peppers

Seeds (different kinds)

Currants

Pears and quinces

Chinese water chestnuts

Spinach

Dates

Pineapples

Cucumbers

Sweet potatoes

Durians

Plums, prunes and sloes

Eggplants (aubergines)

Figs

Prunes and plums

Garlic

Tomatoes
Truffles

Gooseberries

Raisins

Headed broccoli

Grapefruit

Raspberries

Jicamas

Grapes

Strawberries

Guavas

Watermelons

Yellow potatoes

Kiwi fruit
Source: GTAP - HS6 concordance table.

7.1.3 Structure and performance of the sector
The fruit and vegetables sector in Morocco has undergone major developments. Overall, focus of
the sector has been to develop fresh and early season products for export to large structured
groups and aggregated markets. Limited by quotas imposed by the EU on certain fruit and
vegetables, the sector has done much to explore new opportunities to innovate the sector to help
overcome market access challenges (see Section 7.1.4.).
Main products for Morocco
Performance of the VFN sector has been good overall. In 2011, a total of 7.55 tonnes of garden
vegetables were produced, including cucumbers, tomatoes, onions and potatoes. Fruit production
accounted for 1.43 hectares, for a total production of over 1.8 million tonnes. Through its Moroccan
Green Plan (PMV), the government has indicated its aim to boost agricultural production to reach
14 million tonnes by 2020.
Table 7.2 below presents the top five export products of the Moroccan VFN sector in 2011.
Together these products account for nearly 81% of total exports of fruit and vegetables in Morocco.
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For these products, France, the Netherlands and Spain are the most important export
destinations.

140

Table 7.2 Top 5 export products in the Moroccan Fruits and Vegetables Sector, 2011.
Name

1. Tomatoes, fresh or chilled

2. Mandarines, incl. tangerines & satsumas; clementines, wilkings &

Trade Value

Top 3 export

in USD

destinations

430,619,360

France, UK,
Spain
Russia,

350,892,939

similar citrus hybrids, fresh/dried

Netherlands,
France

3. Beans (Vigna spp., Phaseolus spp.). shelled/unshelled, fresh/chilled

135,644,904

4. Oranges, fresh/dried

131,248,469

5. Strawberries, fresh

70,183,144

Spain, France,
Netherlands
Netherlands,
Russia, UK
France, Spain,
Germany

Source: COMTRADE

While tomatoes as a single product dominate the list, citrus fruits form the largest category of
exports followed by tomatoes, beans and pumpkin. The amount of Moroccan vegetables and fruits
exported to the European Union reached one billion and 300,000 tons, whereas citrus fruits exports
and vegetables reached 500,000 tons and 800,000 tons respectively.
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Production of Moroccan fruit and vegetables is still predominantly done in open fields. Since yields
tend to be rather low as a result of suboptimal growing conditions, productivity of the Moroccan
VFN sector is still relatively low, despite its export potential. As a result, the Moroccan government
has made a priority of developing greenhouse production. There are a number of benefits

142

to

greenhouse development for Morocco:
1. Greenhouses help protect fruits and vegetables from erratic climatic conditions, and ensure
year-round production. Fruit trees are a good example of how Morocco is able to expand
production levels as a result of year-round production.;
3. Innovative technologies to run a greenhouse are becoming cheaper, enabling growers, for
example, to re-use the energy used to grow their fruits and vegetables. In addition, climate
control mechanisms allow for substantial water savings (up to 30% per kg product) and fertiliser
use (up to 30%);
4. Greenhouses can increase production by 25%. It helps growers maintain an optimal growing
climate, ensuring higher quality and a constant supply of fresh fruits and vegetables throughout
the year. This, in turn, leads to higher yields and stronger products.

7.1.4 Main producers and size of distribution
Morocco has around 1.5 million agricultural farms, with an average size of 5.8 hectares each.
Landless farmers and smallholders (with plots of less than 3.0 ha) make up more than half of these
farms, which practice subsistence farming. Around 70% of farms have less than 5.0 ha and use
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The fruit and vegetable products used for this analysis are included in codes 07 and 08 of the UN Comtrade harmonised
System (HS), an international trade database.
http://www.moroccoworldnews.com/2013/01/75370/fruits-and-vegetables-represent-90-of-moroccan-agricultural-exportsofficial/
142
Peter Klapwijk, Director Green Q BV, Presentation on greenhouse production at a Green smile event Agriconferences in El
Jadida, Morocco, 2010. Link: http://www.slideshare.net/greensmile/production-of-greenhouse-tomatoes-in-morocco
141

110

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

around 25% of the arable land. Large farms, with more than 20 hectares, represent around 5% of
the total farm number, but take up more than 30% of the total arable land.
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Table 7.3 The size of farms in Morocco
Category

Size

Small

< 3 ha

Middle

3-5 ha

Large

> 20 ha

% of x farms

% of overall x area

70

25%

5

32

Source: Association National Des Eleveurs De Bovins (ANEB) du Maroc and Union Marocaine de l’Agriculture (UMA).

The Moroccan fruit and vegetable sector consists of many small family farms in rural areas. Since
the agricultural land in Morocco is highly fragmented, producers of fruits and vegetables are
predominantly small and medium sized farmers who use local seeds and crop varieties and serve
the domestic market. 90% of farmers are cultivating plots between 0.5 to 5 hectares. Therefore, the
market concentration for fruits and vegetables is still rather low, despite the growing segment of
high-value fruits and vegetables destined for the export market. Moreover, VFN production is still
predominantly seasonal as greenhouse production is still limited in Morocco. However, as the
previous section showed, the Moroccan Plan Vert has made it a priority to build more greenhouses
to boost non-seasonal production.
Fruit and Vegetables Value Chain
The Green Morocco Plan has led to a new national agricultural strategy focused on upgrading both
technical and social conditions of the agricultural sector as a whole, but in particular the fruit and
vegetables value chain. The underlying reason for this is that the Moroccan fruit and vegetables
sector contributes to the food security of more than 30 million Moroccan consumers, and provides
more than 40 million days of work in rural areas (farmers) which depends on agriculture for 80%.
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To this end, the Plan Vert sets out to improve the Moroccan agricultural value chain through:
•

creation of intermediaries;

•

implementation of mentorship programs for producers;

•

other training, research and development activities;

•

creation of an insurance system.

The fruit and vegetables supply chain extends beyond Morocco’s national boundaries, a result of
international trade liberalisation efforts and the increased focus of the Moroccan government on
large-scale production of high value added fruit and vegetables for the export market. Figure 7.2
below provides a schematic overview of the fruit and vegetables value chain.

143
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Es Said Azzouzi, Ali Abidar, Agriculture Situation Report for Morocco, Medfrol Projet, February 2005.
Source: Fédération Interprofessionnelle de production et d'exportation des Fruits Et Légumes (FIFEL), 2013.
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Figure 7.2 The Fruit and Vegetables Value Chain

Production for
domestic
consumption or
export

Inputs

Sorting,
Cleaning,
Packing and
(Cold) Storage

Processing

Distribution
and Marketing

==============================================================
Farms: fruit and
vegetables for
processed food

Seeds
Fertilisers
Agrochemicals
Farm equipment
Irrigation
equipment

Farms: fruit and
vegetables for
fresh
consumption

Exporter
Companies
•packing plants
•cold storage
units

• Small Farms
• Medium and
Large Farms

Processing
Companies
•Dried
•Frozen
•Preserved
•Juices and
Pulps

Intermediaries
•Supermarkets
•Food services
•Importers and
wholesales
•Small-scale
retailers

Source: Duke Center on Globalization, Governance & Competitiveness.

Upstream activities
The major upstream sectors in the VFN are providers of inputs such as seeds, fertilisers,
agrochemicals (herbicides, fungicides, pesticides), farm equipment, and irrigation equipment. The
inputs are used by farmers to grow fruit and vegetables for fresh consumption or as ingredients for
processed food.
Morocco is increasingly serving as a logistical hub in the Mediterranean region by importing raw
materials and other inputs and processing these materials further to create value added. For crops
destined for export, most of the plant material is imported. Once processed, intermediaries reexport them at a higher price .
Downstream activities
Direct downstream activities are post-harvest and processing treatments including: sorting, storing,
grading, cleaning or washing, cutting or slicing, ripening, and packaging and labelling. The next
step in the chain is processing and distribution.
Increased participation in the downstream sector in agri-business supply chains has led to “buyer
driven” global value chains, which are predominantly characterised by global sourcing and the
emergence of key multinational players that compete on product quality. Intermediaries play a big
role in the Moroccan fruit and vegetable value chain, collecting the “batches” of fruits and
vegetables and storing them into meaningful quantities for export.
Given the substantial NTM requirements of the EU, costs for intermediaries tend to be on the high
side, carrying between 10-15% of the total transaction costs; 50% of which can be attributed to
exporting. The ANEB adds that (June 2013) between 50-70% of exporting costs can be attributed
to production and 50-70% of production costs can be attributed to packaging , transport, and
distribution.
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The benefit of these requirements, however, is the added value it brings to the VFN

production process in general and the quality of VFN products in particular.
145
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Source: Association Nationale Des Eleveurs De Bovins (ANEB) du Maroc, 2013.
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Currently, the number of intermediaries in the VFN sector is very high in Morocco, a result of the
fragmented agricultural sector and a lack of transparency in distribution channels. This gives
intermediaries an enormous bargaining power in the value chain that, unfortunately, may lead to
exploitation of smallholder farmers and other agribusiness SMEs, who tend to earn low margins on
their products.
Food Processing
The Moroccan food processing sector represents nearly 25% of the country’s total industrial units.
In the early 2000s, the fruit and vegetables processing sector was composed of 107 industrial units
(6% of the whole food processing industrial units). It generated DH 477 million (EUR 42.7 million)
of value added, which represented 3.9% of the total food processing value added in Morocco, and
its exports represented 17% of the country’s total processed food exports.
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Today, the processing industry is suffering from a poor level of value of production, carrying only
2% of total production in Morocco.
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It is characterised by an irregular supply chain from the agro-

food industry, a result of the highly fragmented value chain. The government’s Plan Vert has set
aside funds to improve the country’s processing industry.
Fruits and vegetables are, together with fish, the main contributors to Morocco’s processed food
market. According to the Agriculture Situation Report for Morocco (2005), the main processed
products exported by Morocco include: olives and canned gherkin; canned vegetables such as
green bean, tomato paste, mushroom, peeled tomatoes; canned fruits, mainly apricots; and jam,
vegetable and fruit juice, mostly citrus; frozen and deep frozen fruits and vegetables such as
strawberries and artichokes; and dried, dehydrated or crushed fruits and vegetables such as
apricots, tomatoes and pepper.
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Investments
The Moroccan Green Plan or Plan Vert (2008) relies on the promotion of private investments, and,
where necessary, public aid. For Pillar 2 projects, 70-80% of investments will be drawn from
national and international donors. The gap will be filled by the Agricultural Development Bank
(FDA). For Pillar 1 projects, the Moroccan Agricultural Development Agency (ADA) will allocate, on
behalf of the Moroccan government, financial aid in the form of bonuses or subsidies. The target is
to obtain DH10 billion (EUR 895 million) from Moroccan sources.
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The fruit and vegetable sector is given support to improve its position vis-à-vis international
markets. Investments are generally focused on: 1) raising output and 2) improving export terms.
Firstly, in terms of raising output, ADA is currently working to improve production targets by
implementing more than 20 aggregation projects in the fruit and vegetable sector with an
investment of between DH 3 billion (EUR 268 million) and DH 5 billion (EUR 447 million).
Secondly, Moroccan fruit and vegetables that are suitable for export are given additional attention
to help improve their quality and thereby their penetration in high value markets such as the EU.
For example, ADA has allocated up to “DH 9 billion (EUR 805 million) in public-private investment
to the citrus sector in the next five years.”
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Given the main barriers to market access involve SPS

or other non-tariff issues, investments in product quality improvement tend to have a larger impact
on market access than other measures.
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Es Said Azzouzi, Ali Abidar, Ibid, February 2005.
Source: Agence pour le Developpement Agricole de Maroc, 2013.
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Es Said Azzouzi, Ali Abidar, Ibid, February 2005.
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http://www.ada.gov.ma/en/Plan_Maroc_Vert/plan-maroc-vert.php
150
http://www.oxfordbusinessgroup.com/news/cash-crops-fruit-and-vegetable-output-stands-raise-sector-exports
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Despite the public investment efforts under the Plan Vert, the country’s agricultural sector is
generally characterised by a lack of (private) investment and risk-taking. Indeed, it lies far below the
international average.
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In particular, lack of access to agricultural insurance and affordable long-

term financing are an impediment to further growth of the sector. Perceived volatility of the fruit and
vegetables sector as a result of climatic conditions and, for example, underdeveloped irrigation
systems, compound these problems.

7.1.5 Trade: partners and trends
Fruits and vegetables are responsible for approximately 90% of the total agricultural exports of
Morocco. As such, the economic and social importance of the VFN sector is substantial.
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Approximately 20% of Moroccan fruit and vegetable production is exported.
European Union
The EU is the most important agricultural trade partner of Morocco. According to Pappalardo et al
(2012), products with the highest average trade surplus for Morocco with the EU in 2008-2010
included: tomatoes (479 million euros); pulses (275 million euros); citrus (over 270 million euros);
other vegetables (256 million euros); melons, and watermelons & papayas (103 million euros).
Potatoes were the only product group that experienced a negative trend with a decrease of 36%.
Importantly, Pappalardo et al note that:
“The increase in the value of Moroccan exports of fruit and vegetables depends not only on market fluctuations
and the exchange value of the currency, but also on the ability to penetrate into the EU markets, especially with
products like: tomatoes; pulses; citrus; other vegetables; apricots; cherries and peaches.” 153

The latest EU-Morocco Agreement on Agricultural, Processed Agricultural and Fisheries Products
entered into force on October 1, 2012, and removed all remaining tariffs on non-sensitive products.
Some fruits and vegetables, notably tomatoes, fall under the category of sensitive products. Please
refer to section 7.2.1. for more information about non-tariff measures.
Agadir Agreement
Morocco is part of the Agadir Agreement with Egypt, Jordan and Tunisia. For this regional
agreement, all parties committed to removing all tariffs on trade in goods. In addition, members
committed to fully harmonise legislation with regard to standards and customs procedures.
Morocco’s Agadir partners are also engaged with the EU on concluding a DCFTAs ensuring that
possible spill-over effects from the agreement will likely be absorbed more quickly region wide.
Other Trading Partners
Morocco has always exported substantially to the USA (second market after the EU) and Canada
(third). More recently, Morocco has increased its trade orientation to Western Africa.
Export trends
Table 7.2 showed that the main export destination for Moroccan fruits and vegetables are EU
countries and Russia. Table 7.4 below shows that this holds in general for VFN over time. These
figures show export trends between 2006 and 2011 for fruits and vegetables exported from
Morocco to the rest of the world. We observe that exports have generally increased over time; a
result both of trade (and tariff) liberalisation efforts and increased market penetration into the EU.
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Es Said Azzouzi, Ali Abidar, Ibid, February 2005.
This sector analysis will focus on the sub-sector of fruits and vegetables and impacts will be assessed using GTAP data from
the chapter Vegetables, Fruits and Nuts (VFN).
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Gioacchino Pappalardo, Marcella Bucca, Alfonso Silvio Zarba, Ibid., PAGRI 3/2012, p29.
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Table 7.4

Total quantity of selected fruit and vegetables exported by Morocco, 2006-

2011 (thousand tonnes).
Type

2006

2007

2008

2009

2010

2011

Tomatoes

192

298

346

410

372

466

Beans

76

102

115

113

362

125

Capsicum/pimenta

30

46

57

57

59

70

Mandarines

224

244

296

264

362

437

Oranges

263

253

296

182

183

191

Strawberries

19

18

22

22

18

34

Vegetables

Fruits

Source: Comtrade.

7.1.6 Competitiveness of the sector and constraints
According to the Agriculture Situation Report of Morocco (2005), the country’s fruit and vegetables
sector has benefited from a number of favourable conditions
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that help the sector’s

competitiveness, including:
•

consumer interest in EU countries for fresh products all year-round;

•

producers’ capacity to transfer and adopt new technologies;

•

preferential treatments in Morocco’s access to EU market;

•

consistent macroeconomic management;

•

proximity and insertion in international cold chain logistics;

•

labour availability and favourable climatic conditions.

In addition, the same Report indicates that the fruit and vegetable sector makes an important
contribution to the Moroccan economy by:
•

creating approximately 23.4 million work days (per year) for agricultural holdings;

•

boosting the Moroccan balance of payments through the currency generated by exports

•

supplying local agricultural markets;

•

supporting the construction and manufacturing of related and supporting materials, such as:
greenhouses, packaging equipment; transportation and production equipment.

However, increased integration of markets has also led to a loss in competitiveness for Morocco
vis-à-vis its neighbours in some VFN markets. For example, Morocco is increasingly importing
apples and bananas from the EU. This can be explained by the reduced control over domestic
production as imports compete better on price. In addition, the purchasing power of the average
Moroccan has been steadily decreasing as a result of the global financial crisis, increasing the price
effect.
Drivers of growth
Drivers of growth in the sector derive mainly from the demand side, with both a strong rise in
domestic demand and a very strong overall demand for Mediterranean products on the world
market. In many Western markets, changing diet preferences for more healthy and nutritious foods,
and strong associations between the Mediterranean diet with health and nutrition, will likely
consolidate demand over the medium and longer term. Morocco’s easy access to EU and US
markets in terms of customs and logistics and other recognised comparative advantages in the
production process of fruits and vegetable products ensures that the country can make a significant
contribution to this rising demand.
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Constraints limiting growth
Economically, the level of exports has not yet reached its potential and there is insufficient
diversification of markets and products in the fruits and vegetables sector. Productivity remains
below internationally competitive standards and is characterised by a limited control over input
costs. This goes for open field cultivation, but also for greenhouse production. It is estimated, for
example, that the average yield of tomatoes in a typical Moroccan greenhouse is 130 tomatoes/ha
against 200 to 250tomatoes/ha in competitive EU countries. Greenhouse production, therefore,
while a major focus of the Plan Vert, remains sub-optimal as growers will increasingly need to be on
the cutting edge of agricultural innovation to keep up with new growing techniques (and efficient
use of inputs) to stay competitive in order to ensure good results.
Revealed Comparative Advantage
While the export terms between Morocco and the EU remain opaque as a result of the non-tariff
measures that still apply, a DCFTA could do much to reduce unwelcome transaction costs.
Consider, once again, the high costs attributed to exporting by intermediaries in the value chain.
Their bargaining power in the value chain as a result of highly fragmented distribution channels has
led in many cases to exploitation of smallholder farmers and other agribusiness SMEs, who tend to
earn very low margins on their products. Since Moroccan growers are usually not directly in contact
with export destination markets, most revenues go directly to the intermediaries.
Despite the above mentioned constraints, Morocco has been gaining market share on international
agricultural markets. Pappalardo et al (2012) revealed in their study that Morocco has “a clear
competitive advantage over the EU and its major Mediterranean countries (Spain, France and Italy)
in the trade in fruit and vegetables”
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. The most significant Moroccan fruit and vegetable products

on the world market for which Morocco is more competitive than the EU, include: tomatoes, pulses,
preserved vegetables, melons, watermelons and papayas, and citrus. The types of goods in which
the EU is more competitive than Morocco include: frozen cooked vegetables, dried vegetables,
apples, pears & quince, and mixtures of dried fruit and nuts.

7.1.7 Social issues
The agricultural sector in Morocco plays a major role in the stability of large numbers of vulnerable
farmers in general and women in particular. The high labour intensity of the fruit and vegetables
sector makes it particularly important in terms of income and employment generation, especially for
the female labourers hired in farms and packing houses. Increased product safety and quality
requirements are a challenge to the livelihoods of these labourers, due to a lack of technical and
financial capacities.
Farmers will remain vulnerable as the vast majority of farmers are not (adequately) participating in
commercialisation activities. This lack of inclusiveness is worsened by a lack of administrative
flexibility in Morocco’s land distribution laws, a situation exacerbated by the highly conservative
nature of the Moroccan agro-industrial framework, which seems to be out of sync with the more
liberal and deregulated food and vegetable sector. Furthermore, the outdated managerial structure
of agricultural cooperatives and overall weak organisation of agricultural stakeholders hinders
innovative collaborations in the Moroccan agri-business sector. Finally, the multiplicity of
intermediaries in the VFN value chain contribute to a lack of transactional transparency, so that
many growers are paid only a fraction of the market price.
The agriculture industry in Morocco enjoys a complete tax exemption. Partly due to local critics
accusing rich farmers and large agricultural companies of being the main beneficiaries of tax
155
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breaks, while poor farmers are struggling with the high (input) costs and not getting enough direct
support from either private investors or the State, discussions are underway to abolish this
exemption for the big producers.

7.1.8 Environmental issues
Environmental issues for the Moroccan agriculture are mainly associated with water shortage
challenges, use of pesticides, and soil erosion. As greenhouse development is expanding, there are
additional concerns about the effects of additional energy use and landscape “pollution” nearby
urban areas, as greenhouses tend to be positioned nearby cities to ensure fast logistic distribution.
Morocco’s agricultural performance is highly dependent on climatic conditions. Almost 90% of
arable land consists of rain-fed agriculture. Over the past two decades, rainfall in Morocco has been
increasingly erratic, leading to increased fluctuations in agricultural production, income and related
agribusiness activities.
Specifically for the fruit and vegetables sector, water scarcity, a poorly implemented water
management policy and overexploitation of (ground) water resources are a serious challenge.
Water shortages will continue because predominantly small and medium sized irrigation systems
are used for fruit and vegetable cultivation destined for the export market. According to the Ministry
of Environment, approximately 80% of water is used in irrigation projects. Drought is considered a
structural problem and exacerbate the water shortage problem, driving water pumping costs higher.
Increases in energy prices also have an adverse effect on these costs. Desertification may affect
the country’s food security in the long term if no mitigating actions are taken.
The common practise of mono-crop production in Morocco is a huge strain on soil fertility and
contributes to agricultural land degradation over time. While it can be efficient economically,
monocropping is controversial because it can damage the soil ecology (including depletion or
reduction in diversity of soil nutrients) and increase crop vulnerability to opportunistic insects,
plants, and microorganisms. The result is a more fragile ecosystem with an increased dependency
on pesticides and artificial fertilisers.
Pesticide use remains a concern but is improving. Morocco was among the first signatories of the
Montreal Protocol
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and committed to the Protocol’s goal to fully eliminate the use of Methyl

Bromide - a soil disinfectant - in agriculture. Indeed, it successfully banned the use of Methyl
Bromide in 2012, three years before the agreed deadline for developing countries.

7.2

Market access in the fruit and vegetables sector
Market access for fruit and vegetable imports into Morocco has gradually been liberalised since the
conclusion of various bilateral trade agreements in the late 1990s. As a preferential trading partner
of the EU, Morocco enjoyed favourable access conditions to enter the EU fruit and vegetables
market. In addition, the regional Agadir Agreement, concluded by Morocco, Egypt, Jordan and
Tunisia committed these countries to the removal of all (remaining) tariffs between them and
harmonising legislation in relation to standards and customs procedures.
The 2012 EU-Morocco Agreement on Agricultural, Processed Agricultural and Fisheries Products
liberalised most tariff lines in fruits and vegetables. Exceptions to full tariff elimination involves
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agricultural products that, for political reasons, are categorised as sensitive and thereby not
included in tariff reduction negotiations. For these products, tariff quotas remain. This section
therefore only reports on non-tariff measures that potentially restrict access to the Moroccan and
EU market, respectively.

7.2.1 Market access in Morocco
The DCFTA will not liberalise fruit and vegetable tariffs any further, but focus instead on removing
non-tariff barriers. This section on market access will, in addition to a short update on the latest
tariff developments, therefore mainly address the non-tariff barriers, current trade and investment
flows, and market access opportunities.
Moroccan non-tariff measures
Table 7.5 below gives an overview of the most important NTMs on fruit and vegetable imports in
Morocco. They are ranked in order of frequency in the fruit and vegetables sector. As the overview
shows, the key NTMs for exporters to Morocco include service and other charges.
Table 7.5 Top 10 NTMs for fruit and vegetable imports in Morocco
Count

NTM Code

NTM Description

174

F220

Service charges: Merchandise handling or storing fees

121

F290

Service charges: Service charges, n.e.s.

87

F390

Variable charges n.e.s

87

F410

Customs surcharges: An ad hoc tax levied solely on imported products in
addition to customs tariff to raise fiscal revenues or to protect domestic
industries.

87

G300

Regulation on official foreign exchange allocation

87

P900

Export measures, n.e.s.

51

C300

Requirement to pass through specified port of customs: Obligation for
imports to pass through a designated entry point and/or customs office for
inspection, testing, etc.

49

A840

Inspection requirement: Control over the quality or other characteristics of
products for export.

48

P620

Certification required by the exporting country: Requirement by the exporting
country to obtain sanitary, phytosanitary or other certification before the goods
are exported.

48

P690

Export technical measures, n.e.s.

Source: TRAINS Database (WTO IDB).

SPS requirements
Morocco is a member of the WTO Sanitary and Phytosanitary (SPS) Agreement. Compliance with
product quality requirements as outlined by the “inspection requirement” in the table, although
largely limited in the fruit and vegetable sector to commercial criteria such as size and weight, has
therefore been a standard procedure for Moroccan growers producing fruits and vegetables for the
export market. Many Moroccan SPS measures are currently being harmonised with existing EU
regulation. A good example is Morocco’s Decree no. 2-10-473 (2011), a regulation which stipulates,
among other things, the conditions importers of a product or food must fulfil before
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importing plant material into Morocco.
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Custom duties
The average customs duty in Morocco on imports of fruit and vegetables is about 46% (with a
maximum of 49%). Much can be done to improve the speed and efficiency of customs handling.
Technical standards
Morocco is actively involved in the work of Codex Alimentarius to further harmonise international
food standards. Some companies involved in agricultural production have been trying to obtain
international standards in the hope of exporting their products abroad and distinguishing them from
competition on the domestic market. Standards indicating higher quality could help support higher
prices and thus increase producers’ incomes.
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7.2.2 Market access in the EU
The demand for fruit and vegetables in the EU is substantial, with total EU imports in 2011 at nearly
€24 billion. Over the past decade, EU imports of fruits have been growing steadily and although the
economic crisis led to a slight decrease in imports in 2009, they have since picked up.
Figure 7.3 EU vegetables, fruits and nuts imports from the world, 2002-2011 (EUR billion)

Source: Comtrade

In many of the older EU Member States such as France, Spain, Italy and the Netherlands, the food
market is nearly saturated and competition is very strong. In particular, total consumption of
preserved fruit and vegetables is not expected to grow. In newer EU Member States, however, food
sales show higher growth rates.
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Opportunities on the EU market can be found in the demand for

new products and for organic and fair trade products, which provide small but fast growing niche
markets.
The top origin countries of import into the EU (2002-2011) include Turkey (9.7%), USA (9.5%),
South Africa (7.2%), Costa Rica (6.1%), and Chile (5.8%). Morocco’s competition from third
countries exporting to the EU differs per product. Turkey is the leading supplier of a variety of edible
nuts and dried fruits. China and Thailand are the main suppliers of canned fruit and vegetables and
Brazil dominates the supply of fruit juices and concentrates.
At the more disaggregated product level, the top imported vegetables for the EU are tomatoes,
string beans and red kidney beans, whereas in the fruit and nuts segment, the top three imported
157

Source: Office National de Securite Sanitarie des Produits Alimentaires (ONSSA)
http://www.consumersinternational.org/media/302887/codex%20alimentarius%20a%20set%20of%20three%20resource%20manuals.pdf
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products are bananas, grapes and almonds.
EU tariff barriers on imports
While most tariffs were removed in the 2012 Agreement, certain tariff barriers remain, mainly in
terms of specific duties.
Specific duties
Specific duties can be applied when countries declare a product sensitive for political reasons, in
which case that product is subject to a smaller cut in tariffs than regular products. Instead quotas
are applied allowing imports at lower tariffs (“tariff quotas”) to provide some access to the market.
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The 2012 EU-Morocco Agreement on Agricultural, Processed Agricultural and Fisheries Products
provides for new tariff quotas for agricultural and processed agricultural products originating in
Morocco. It also provides for changes to existing tariff quotas for sensitive products laid down in
Regulation (EC) No 747/2001. Additionally, the 2012 Agreement removed any remaining customs
duties (ad valorem and specific) applicable to imports into the EU of:
“agricultural products, processed agricultural products, fish and fishery products originating in Morocco, except if
otherwise provided for in paragraphs 2 and 3 for the agricultural products and in Article 5 for the processed
agricultural products” 161

The products listed under Paragraphs 2 and 3 are agricultural products that, for political reasons,
are categorised “sensitive” and thereby not included in tariff reduction negotiations. For these
products, tariff quotas remain. Tomatoes and citrus fruits, which include mandarins, oranges, and
lemons are traditionally Morocco’s key fruit and vegetable products for export are considered
sensitive and therefore subject to a tariff rate quota.
More broadly, paragraph 2 of the 2012 Agreement stipulates the further removal of tariffs and tariff
rate quota (TRQ) during specific months for the following fresh fruits and vegetables: tomatoes,
cucumbers, courgettes, artichokes, sweet oranges, mandarins, table grapes, apricots, and peaches
(including nectarines).
Paragraph 3, in turn, outlines the specific monthly tariff quotas and additional TRQ applied to fresh
or chilled tomatoes falling under CN code 0702 00 00 during the period from 1 October to 31 May
(off-season period for open field tomato production). Specifically, the Regulation (EC) No 812/2012
seeks to create more flexibility in the management of the tariff rate quota for tomatoes originating in
Morocco (Article 3a):
“From the dates on which the monthly tariff quotas are stopped, any retroactive drawings from any of the
stopped monthly tariff quotas applicable during the months of November, December and January to March, and
any returns of unused volumes to any of the stopped monthly tariff quotas shall be made on the additional tariff
quota applicable under the order number 09.1112 for that marketing year.” 162

Additional tariff rate quotas (TRQ), according to the above Regulation No 812/2012, would be
limited to 30% of its original TRQ volume (28,000 tonnes). As Morocco does not yet fully fill the
allocated tariff quota volumes, citrus products are considered less of a threat to European
production than tomatoes.
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EU non-tariff measures on imports

163

Table 7.6 below shows the non-tariff market access requirements for the EU. In contrast to
Morocco, exporters to the EU mainly face labelling (B310) and testing requirements (B820).
Furthermore, activities that ensure the quality of the product need to be performed. This
corresponds to the feedback of industry stakeholders received during the workshop conducted in
Morocco
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. Once tariff quota are to be fully removed, the potential for more fruit and vegetable

export to the EU is high as many non-exporters now meet quality requirements.
Table 7.6 Top 10 NTMs for fruit and vegetable imports in the EU
Count

NTM Code

NTM Description

1325

B310

Labelling requirements: Measures regulating the kind, colour and size of printing
on packages and labels and defining the information that should be provided to the
consumer. Labelling is any written, electronic, or graphic communication on the
packaging or on a separate but associated label, or on the product itself. It may
include requirements on the official language to be used as well as technical
information on the product, such as voltage, components, instruction on use, safety
and security advice.

1147

B820

491

B700

Testing requirement: A requirement for products to be tested against a given
regulation, such as performance level – includes sampling requirement.
Product-quality or -performance requirement: Conditions to be satisfied in terms
of performance (e.g. durability, hardness) or quality (e.g. content of defined
ingredients).

432

B830

Certification requirement: Certification of conformity with a given regulation:
required by the importing country but may be issued in the exporting or the importing
country.

430

B840

Inspection requirement: Requirement for product inspection in the importing
country – may be performed by public or private entities. It is similar to testing, but
does not include laboratory testing

396

E220

Seasonal quotas: Quotas of a permanent nature (i.e. they are applied every year,
without a known date of termination of the measure), where the importation must
take place during a given period of the year.

197

C400

Import-monitoring and -surveillance requirements and other automatic
licensing measures: Administrative measures which seek to monitor the import
value or volume of specified products.

73

B110

Prohibition for TBT reasons: Import prohibition for reasons set out in B1.

40

B220

Restricted use of certain substances: Restriction on the use of certain
substances as components or material to prevent the risks arising from their use.

Source: TRAINS Database (WTO IDB).

SPS requirements
There is a range of regulations in the EU relevant to the sector to protect the safety of EU citizens.
Certain Member States also have additional requirements which also must be taken into account.
The Sanitary and Phytosanitary (SPS) standards set by the EU cover the entire process from ‘farm
to fork’, are required by law and include the following regulations:
•

The General food law [Regulation (EC) 178/2002] ensures food safety, food hygiene such as
Hazard Analysis Critical Control Point standards [Regulation (EC) 852/2004, Regulation (EC)
853/2004 and Regulation (EC) 854/2004]. There is also a ban on certain pesticides [following
Directive 79/117/EEC] and chemical contaminants [Directive EC/466/2001].

163

This subsection draws from CBI Market Information Database • URL:www.cbi.eu • Contact: marketaccess@cbi.eu •
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•

Security and controls such as documentary, identity and physical checks [Regulation (EC)
882/2004] are used to ensure product legitimacy and safety.

•

Strict food labelling [Directive 2000/13/EC] and packaging [Directive 94/62/EC] are also required
by EU law and are of high importance when attempting to enter the EU market. There are strict
legal regulations regarding wooden packaging [outlined in Directive 2004/102/EC].

There are also many non-legislative standards and regulations that do not pose formal
requirements to enter the EU market, but that may be requested from EU importers, for instance:
•

UNECE developed a range of international quality standards for 48 types of fresh fruits and
vegetables and some dried fruits which have become widely adopted and recognised within the
EU

•

165

.

There has been a growing demand for biodegradable packaging and other environmental
requirements (e.g. ISO 14001).

•

The organic and fair trade markets provide opportunities, but certification is timely and costly.

SPS measures remain a barrier for Moroccan exports of fruits and vegetables to the EU and are a
key issue in the DCFTA. Progress on these issues is already being made, as Moroccan Food
Safety authorities (ONSSA) increasingly look to harmonise Moroccan SPS measures with the EU.

7.3

Impact assessment of the fruit and vegetables sector
On the basis of the results of the previous sections, an impact assessment will be made measuring
the economic, social and environmental implications of a DCFTA for the fruit and vegetables sector
of Morocco.

7.3.1 Summary of CGE results
Table 7.7 below shows a summary overview of the CGE results of the vegetables, fruits, and nuts
(VFN) sector on Morocco, broken down by main sources of the expected effects of a DCFTA (tariff
reductions, NTM removal and spill-overs). It presents short-run, as well as long-run effects using
indicators that support the analysis of the potential impact. Note that as established before, nuts
consists a negligible part of trade flows between the EU and Morocco and thus the effects
presented in the table below are not expected to accrue to nut producers.
Table 7.7 Summary of CGE results
Short-run % change
Indicators

Changes in

Long-run % change

Baseline

2

Employment

Share

Goods

Services

Spill-

NTMs

NTMs

overs

3.62

0.05

0.36

3.67

0.04

3.58

0.03

total

Goods

Services

Spill-

NTMs

NTMs

overs

total

4.02

3.59

0.05

0.34

3.98

0.38

4.09

3.64

0.03

0.37

4.04

0.38

4.00

3.58

0.03

0.38

3.99

(%)

(more skilled
workers)
Changes in

58

Employment

Share
(%)

(less skilled
workers)
Changes in

42

value added
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Share
(%)
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Changes in

42

output

Gross

3.63

0.04

0.39

4.06

3.63

0.04

0.39

4.06

13.22

-0.04

1.44

14.62

13.46

-0.01

1.55

15.0

12.67

0.03

1.07

13.77

12.60

0.02

1.04

13.66

15.62

0.05

-0.23

15.44

15.51

0.03

-0.29

15.26

1.57

-0.01

0.05

1.60

1.60

-0.01

0.07

1.66

value
(Mln
€)

Changes in

140.5

total imports

Mln €
(fob)

Changes in

1,545

total exports

Mln €
(fob)

Changes in

1,162

Gross

total exports

value

to the EU

(fob)

Changes in

1.57

domestic

Base
Index

consumer
prices
Source: Ecorys CGE calculations.

7.3.2 Economic Impact
Overall, the CGE results seem to point towards a significant increase in economic performance of
the Fruits & Vegetable sector in Morocco. Most importantly, output in the sector is likely to increase
by 3.6 percent in both the short and the long run. A large share of this gain is driven by an
alignment of NTMs. The market access section has shown that (these and those) NTMs are most
present. When Morocco will be able to align the (most commonly occurring) NTMs in the sector,
these gains are likely to be materialised. The biggest impact of the DCFTA involves the expected
changes in total exports of VFN products to the EU. According to the CGE results, however, there
are some negative spill-over, or third country effects in both the short and long term.. A possible
explanation is the increased competition of other countries entering into a DCFTA with the EU, such
as Egypt, which is increasing market share in fruits and vegetables relative to Morocco as a result
of lower energy prices and higher government subsidies for the sector, enabling it to offer VFN
products at lower prices. However, as Moroccan productivity increases, the cost of production will
decrease, off-setting these negative effects somewhat.
Other changes include expected increases in Moroccan exports to the world market as a result of
better alignment of Moroccan NTMs with the EU such as customs (removal of surcharges) and
other import procedures. This harmonisation will also lead to more VFN imports where the EU is
believed more competitive than Morocco, such as apples. In addition, the expected harmonisation
of SPS standards and internationalisation of procedures for certification and auditing by systems
imposed by different buyers would contribute to the reduction in compliance costs for SMEs, which
will likely stimulate their integration into downstream activities in the VFN sector such as food
processing.
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The economic impacts for the EU as a result of the approximation of non-tariff barriers in the
agricultural sector are negligible, though slightly negative. The DCFTA could bring some adverse
local effects if no parallel measures are taken to mitigate them. For example, rural areas of
southern European countries such as Spain and France, where fruits and vegetables are grown
that are similar to those imported from Morocco, will need to find new ways of becoming more
competitive so that they do not depend on CAP subsidies and other NTMs to survive.
166
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7.3.3 Social impact
Overall, the expected effects of the DCFTA on Morocco in terms of social impact is likely to be
mixed, because on the one hand we expect a positive effect on employment and consumer welfare
while on the other hand we expect a negative effect on price. Drivers of social impact include
effects on employment, wages and prices, health, and human resources.
The price of vegetables, fruits and nuts is expected to increase on the average. The likely drivers of
this price increase are the EU NTM requirements that are expected to trickle down to the domestic
market in Morocco. In the longer term, however, the hike in food prices is expected to be off-set as
agricultural wages are likely to rise as a result of commercialisation in general and a greater value
added in Moroccan fruit and vegetables in particular, creating incentives for increased productivity
down the line.
Consumer welfare is expected to increase as more profit opportunities on the EU fruit and
vegetable market will benefit Moroccan farmers and other stakeholders in the fruit and vegetable
value chain when market access in the EU for these products is guaranteed. The overall positive
effects of the DCFTA via increased market access in combination with the likely further integration
of the fruits and vegetables value chain as a result of Plan Vert activities, there will be more
opportunities for Morocco to expand food processing activities, which will create more value added
in terms of export value to the Moroccan producers.
The social impacts in the EU are expected to be slightly negative, bringing adverse effects if no
parallel measures are taken to mitigate them. The prediction slight reduction in output (very minimal
admittedly) might bring along a cultural price to pay if local farmers are not able to keep growing
traditional fruit and vegetable crops that form a part of a region’s identity. This impact can be
lessened through domestic initiatives to support locally produced fruit and vegetables.

7.3.4 Environmental impact
The expected environmental effects of a DCFTA on Morocco are likely to be mixed. Expected
negative short to medium term impacts include: a reduction in water resources, soil fertility and
biodiversity – particularly in cultivated areas of high stress. Poor water management, in particular,
presents some uncertainties for the VFN sector in the medium to longer term. Moreover, expected
increases in exports to the EU market will result in higher levels of transport with subsequent
adverse environmental effects such as increased air pollution and packaging materials. In addition,
energy use and CO2 emissions are expected to increase as a result of an expansion of greenhouse
production, as planned by the Moroccan Plan Vert.
Of all current EU NTMs, Moroccan growers seem to struggle most with issues related to pesticides.
Some pesticides are still not available on the Moroccan market, and substitutes may not be
allowable in the country of destination. Moreover, pesticide restrictions and the allowable maximum
residue limits (MRLs) vary among importing countries. National systems for pesticide registration
are often slow in registering new pesticides. For some products, the diversity of international MRL
regulations and their departure from national, Moroccan, pesticide regulations, prevents fruit and
vegetable producers from entering promising (new) export markets. A DCFTA will likely improve
current registration procedures and harmonise the Moroccan and EU MRL regulations, making it
easier for Moroccan growers to gain access to internationally approved pesticides.
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7.4

Conclusions and policy implications
Morocco enjoys a strong position in the fruit and vegetables market, both in the EU and in the
world. This position could be further strengthened through a DCFTA with the EU, as efforts at
harmonising NTMs will ensure ever-increasing quality and value added of Moroccan fruits and
vegetables. However, the relatively low subsidies allocated to the Moroccan agricultural sector
relative to other VFN producers in the Mediterranean region, will put Morocco at a comparative
disadvantage on the EU market if nothing is done to mitigate imbalances in the sector. Drivers of
these imbalances for Morocco include:
•

Higher level of agricultural subsidies and other NTMs on VFN products in neighbouring
Mediterranean countries;

•

A relatively underdeveloped domestic VFN market in comparison to its export market;

•

Lack of public and private investment in SMEs in the domain of agriculture and agri-business;

•

Loss of income in rural areas where high-value fruits and vegetables are managed by
intermediaries..

Overall, the long term impacts of a DCFTA will be positive in terms of economic and welfare
benefits to Morocco. However, there are some medium to longer term concerns with respect to
social and environmental impacts. In order to mitigate these negative effects, pro-active strategies
and measures are needed. Specifically, Morocco would do well to:
•

Create a stronger domestic market for fruits and vegetables so that it can build a transparent
and robust logistical infrastructure for VFN that better serves Moroccan agricultural SMEs

•

Focus and exploit the Morocco’s culture of a high value-added fruit and vegetables sector as an
element of differentiation and added value.

•

Take a leadership position amongst its Agadir partners to roll out a regional VFN strategy that
builds on the Moroccan Green Plan goals.

7.4.1 Policy recommendations
Table 7.8 below outlines a number of policy recommendations to maximise the benefits from an
EU-Morocco DCFTA and reduce potentially negative economic, social and environmental impacts.
Table 7.8 Policy recommendations
Policy measure

Potential to address

Potential to

within DCFTA

address outside
DCFTA

Aim for full harmonisation of NTMs in goods and services between
Morocco and its trading partners to ensure full absorption of
potential benefits of a DCFTA. This includes developing a regional





action plan to manage NTMs and advocating a further reduction of
agricultural subsidies in both the Agadir region and the EU.
Create more incentives for private investment in agriculture in
Morocco through innovative financing schemes that help growers
and agribusiness SMEs access finance at low cost and boost higher



value-added production in the VFN sector.
Upgrade the domestic VFN market in Morocco through
modernisation of logistical channels to reduce inefficiencies and



decrease the number of intermediaries in the VFN value chain.
Encourage exchanges between the EU and Morocco to further
develop and implement a modern water management system in
Morocco. In addition to water economisation and the mobilisation of



additional resources, more can be done to recycle existing sources.
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The rationale for the above policy recommendations is mainly to consolidate a more robust
domestic infrastructure that can support a more competitive fruit and vegetable sector for the export
market. This, in turn, will mitigate the negative spill-over effects of a DCFTA on Moroccan exports to
the EU and consolidate more sustainable growth in the long term.
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8

Textiles, clothing and leather

8.1

The textiles, leather, and clothing sector in Morocco
The textile, leather, and clothing sector is one of the traditional sectors in the Moroccan economy.
The respective shares of the industries, as derived from the shares in value added of the GTAP
baseline projections, are 15%, 41%, and 44%. As such, the focus of the impact analysis will mainly
be on the leather and clothing industry.

8.1.1 International context textiles and clothing
Outward Processing Trade (OPT) arrangements established in the mid-80s have integrated the
Moroccan textile and clothing industry into the EU market. Labour intensive production activities
have been outsourced to Morocco, which has developed into a crucial trading partner for the EU. In
other words, within the scope of the international trend of production fragmentation Morocco has
become a part of the EU production network. This was driven by the terms of the OPT
arrangements, which included preferential market access via reduced duties and higher quotas for
finished products. However, the capital intensive production of inputs for these products such as
fabric or yarn still took place in the EU, as these did not qualify for preferential access.
With the Association Agreement entering into force in 2000, the OPT arrangements were
suspended and replaced by EU Rules of Origin (ROO) under the AA. These stipulated double
transformation, meaning that local inputs qualify the final product for preferential market access as
well as inputs imported from the EU. However, given the established sourcing and production
structures established under the OPT arrangements the pick-up of local input production was
relatively low. As part of lobbying activities of the clothing industry these ROO were relaxed in 2005
and transformed into Pan-Euro-Mediterranean ROO, which made it possible to source inputs from
for example Turkey and still be eligible for preferential market access.
The termination of the Agreement on Textiles and Clothing (ATC) – the transition agreement from
the Multi Fibre Arrangement (MFA) - at the end of 2004 did not lead to decreasing exports to the
EU in the period of 2005 to 2008, as anticipated.
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This is partially due to EU safeguard measures

against China. However, new competition from Asia led Moroccan producers to rethink their
business model and corresponding production structure. This was also made possible through
government support as described in the next section. Particularly, Morocco has successfully
entered the so-called fast fashion segment characterised by short lead times, low costs, high
flexibility, productivity, and quality. Thus, after a slight decline of exports to the EU in 2005, the
following three years were marked by export growth rates of 7.9%, 17.9%, and 5.4%.
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In 2009, Moroccan clothing exports suffered a sharp decline of 19.4%. This was due to the phaseout of safeguard measures against China, and subsequent increases in EU imports from this
country, and - more importantly – due to the global economic crisis.
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The MFA stipulated the rules that governed trade in textiles and clothing from 1974 until 2004. The ATC functioned as an
agreement that organized the transition of the textiles and clothing sector from the MFA into the governance of the WTO.
This included gradually dismantling the quotas entailed in the MFA. As a consequence of the MFA phase-out Moroccan
producers feared that increased competition from Asia, particularly China, would lead to a significant decline in exports to
the EU.
World Bank. (2012). Sewing Success? Employment, Wages, and Poverty following the End of the Multi-fibre Arrangement.
Washington DC.
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8.1.2 Structure and performance
Sector key indicators
Table 8.1 summarises the key indicators of the Moroccan clothing and leather industry between
2004 and 2008. During these years production increased by more than 10% reaching a total
production value of approximately € 2.3 billion in 2008. Employment peaked in 2006 and 2007,
which corresponds to the high export growth rates in this period. In 2008, more than 180,000
workers were employed by the industry. Value added figures are reflective of the Moroccan
industry’s dependence on input sourcing due to the production fragmentation and are roughly onethird of the total production value. This ratio has remained more or less constant over the presented
years, which indicates there has been no shift in the production structure towards a situation where
more value added activities are carried out in Morocco. Finally, the numbers show that investment
activity in the two industries has picked up since 2004 and reached approximately € 140 million in
2008.
Table 8.1 Key indicators for leather and clothing 169
Indicator

2004

Production (€)

2005

2006

2007

2008

2,052,617,778

2,087,019,979

2,237,542,804

2,357,550,738

2,293,702,425

180,615

183,680

196,962

201,428

183,279

789,691,591

787,976,411

815,692,216

855,431,860

807,201,850

109,786,337

122,469,779

119,497,940

146,024,512

142,650,813

Employment
(number of
employees)
Value Added
(€)
Investment (€)

Textiles
As already mentioned in the beginning of this analysis the textile industry is the smallest compared
to clothing and leather. Supply chain relationships developed under the OPT agreements as well as
limited investment during these years led to a relatively high import dependence for textiles that act
as inputs for the clothing products. This is also reflected in employment figures, which have been
declining from 80,000 in 1996 to almost half of this in 2007.
Today’s textile mills are mostly state-owned and provide input for products destined for the
domestic market. However, investment activities by private investors has been picking up in recent
years, partially due to the conclusion of the US-Morocco FTA. This particularly concerns vertically
integrated producers focussed on production for the export market. These investments were
supported by government incentives such as financial support channelled through the Hassan II
Fund, or through the provision of state land.
Leather
Similar to the clothing industry leather production has a long-lasting tradition in Morocco. The
product pallet reaches from personal leather goods, to bags and briefcases, garments, and
footwear, with the latter being by far the largest product category. Subcontracting still plays an
important role in the leather industry. However, similar to a full-package supply in the textiles and
clothing industries, buyers increasingly demand global solutions, i.e. suppliers that have a high
degree of vertical integration. Moroccan companies are adapting to these demands and some have
even developed their own brands for the international market. Furthermore, in line with offering
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http://www.emergence.gov.ma/en/IndustrieChiffres/Pages/ChiffresCleSecteur.aspx
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global solutions, Moroccan leather goods producers tend to focus on offering high quality goods in
order to respond to increasing (low cost) Asian competition. As a result, not only the share of value
added increased but also high quality brands, e.g. Louis Vuitton, have started producing in
Morocco.
The leather industry comprises approximately 340 enterprises with a total workforce of around
17,500 employees, and a production value of € 270 million. By far the biggest product category of
the leather industry is the production of shoes, which comprises approximately 230 enterprises and
employs some 14,500 people. In 2010, the total value of shoes produced was € 205 million. Other
product categories are tannery, and ‘Maroquinerie’ and leather clothing, which make up more or
less equal shares of the remaining production value. Similar to the clothing industry most of the
production of leather takes place in Casablanca, Tangier, and Fes. By far the biggest hub of leather
production is the region of Casablanca, where 67% of the production takes place. Note, that this
refers to the production value. In terms of units produced Casablanca “only” accounts for 52% of
total production.
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This points towards a similar pattern as in the clothing industry, namely, that

high-skilled labour in the region makes it possible to produce high quality goods that achieve higher
market prices.
Most of the leather industry still operates in small workshops. However, with an increasing
international focus companies are transforming to accommodate complexities of international
buyers. This transition is supported by the State and the Moroccan Federation of Leather Industries
(FEDIC). Due to the strategic importance of the leather industry the aforementioned Plan
Emergence
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applies to this industry as well. Together these measures are geared towards export

promotion, training of employees, and modernising production processes. Furthermore, the
Moroccan Centre for Leather Technology (CMTC) supports product development through training
and technical assistance.
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Private investment has remained stable peaking at approximately € 17

million in 2009.
Clothing
There are four main regions where clothing products are produced; around the cities of
Casablanca, Fes, Rabat, and Tangier. Each of these regions has specific characteristics in terms of
historical development, buyers, and sourcing models.
Historically, the city of Fes has been the heart of the Moroccan clothing industry. Controlled by just
a few families the competitive advantage of production in Fes can be found in relatively low labour
costs. This comes along with a comparably low skill level of the labour force, which stands in
contrast to for example Rabat, where employees tend to be more senior and high skilled. This has
led to products from Rabat having a high quality, and a work environment with relatively high social
standards. In fact, such consideration has been part of the general business strategy of companies
located in the region. Unsatisfying working conditions and low wages have caused a migration of
workers from primarily Fes to Casablanca and Tangier, where factory owners tend to be younger
and foster a more dynamic working environment including higher social standards..
The different way of approaching human resource aspects is also reflected in the type of business
models, with corresponding products and markets being served by companies in the different
170
171

172

http://www.marocuir.ma/en/leather-sector-in-morocco/
The Plan Emergence is a national development framework for Moroccan key industries, in which the private and public
sector collaborate to enhance Morocco’s competiveness on global markets. For textile and clothing industries this
concerns measures to stimulate the development of the export market (e.g. participation in events or fairs, co-marketing
with retail brands), and domestic market (e.g. development of distribution networks, establishment of domestic brands).
Qattous, M. & McCallin, T. (2009) “A mission for accomplishment of a comprehensive sector study regarding the
opportunities of complementarities and industrial integration in the leather and shoes sector in the member countries for
the Agadir Agreement (Jordan, Tunisia, Egypt, and Morocco).” Amman.
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regions. In Fes firms are by and large focussed on the production of traditional apparel items
destined for the domestic market. On the other hand, companies in Casablanca, Rabat, and
Tangier have more modern production facilities and infrastructure. These are typically the regions
that are producing for the export market. However, export markets need to be differentiated along
two dimensions; a) the geographical scope, and b) the corresponding business model, or type of
service/product.
Basically, there are three types of arrangements between Moroccan producers and European
suppliers in the industry. These types of arrangements differ by their degree of vertical integration.
Traditionally, firms operate under so-called “cut-make-trim” (CMT) agreements, where fabric and
other inputs are supplied by the client to the producer (contractor); this is the lowest extent of
integration along the value chain. However, there are also cases where clients supply cut fabrics
and the supplier only makes and trims the products. This is often arranged through subcontracting.
In 2010, it was estimated that 50% to 70% of all arrangement fall within the CMT category. As such,
Moroccan firms simply produce the goods without any value-added services attached. In contrast,
full-package supply entails a pallet of services from design to organisation of inputs. As an
intermediate between these two extreme forms of integration “co-traitance” provides an alternative.
Under this arrangement the supplier can contribute to design additions or fabric suggestions.
However, sourcing of inputs and the associated financial risk remains the responsibility of the
buying entity.
On the buying side, the EU has the biggest share in the Moroccan export market. Traditionally,
Morocco has very strong ties with the EU 15 countries, which accounted for an export share of
approximately 87% in 2009. The main markets are Spain, France, the UK, and Germany. French
and British buyers favour a continuous sourcing arrangement remaining in control of a larger part of
the value chain. This would typically fit with the aforementioned CMT arrangement. Continuous in
this sense means that a product range remains in the store throughout the whole year. In addition,
a strong focus is placed on quality of the products. Such requirements fit with the high skill labour
and modern facilities, which can be found particularly in Rabat, but also in Casablanca.
In contrast, the biggest export market Spain is dominated by buyers active in the so-called fast
fashion industry. This is connected to a discrete sourcing model with the main characteristics of
high market responsiveness. The main player on this market is Inditex with its flagship brand Zara.
Very short product life-cycles require a sourcing approach which involves strategies such as just-intime production and very low inventory levels. In contrast to a continuous setup, buyer-supplier
relationships are not as deep and long lasting, and intermediaries often coordinate activities
between the two actors. Moroccan companies operating in this market segment are to a large
extent located around Tangier. This is mainly due to its excellent infrastructure including an
international port. As a consequence, lead times are minimised, which not only brings the
production site “closer” to the market but also makes it possible to operate on low inventories.
In 2008, 880 clothing firms were registered. This number has decreased from approximately 1200
firms in 2002. Production throughout these years has increased, which indicates that the industry
underwent a consolidation process. According to the WTO, the majority of the companies is stateowned.
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Such close ties to the government are also reflected in the investment activities, which

have taken place as a reaction to the phase-out of the MFA. Together with the Moroccan Textile
and Clothing Industries Association (AMITH) the government has set up a Financial Restructuring
Fund and a Business Upgrading Fund. The Plan Emergence and subsidies with respect to social
security and electricity costs are additional measures that are meant to maintain and further
develop the industries’ position on the world market.
173
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WTO. 2009. “Trade Policy Review – Kingdom of Morocco”. Report by the Secretariat, WTO, Geneva.
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8.1.3 Social and environmental issues
The industry description makes clear that the textiles, leather and clothing sector plays a significant
role in terms of employment. However, this is not an indicator for the quality of the work in this
sector. Overall, there is evidence that Morocco suffers from poor labour standards. This includes
issues such as working conditions and hours, use of temporary and casual labour, gender disparity,
informality, and wages (average labour costs are estimated at € 1.53 in 2008). Moreover, it is
estimated that the informal sector hosts at least as many workers as the formal sector, whereas
particularly the share of women is higher in the informal sector compared to the formal sector.
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Unionisation rates are very low standing at 3%. Within the few unions active in the sector there is a
clear dominance of men. Considering that women account for approximately 85% of the workforce
it becomes clear that gender representation in these organisations is not proportional to the gender
composition in the workforce.
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Gender discrimination can also be observed in other fields such as

wage discrimination, reduced access to on-the-job training, long working hours, and poorer working
conditions.
In response to these issues AMTIH has designed and implemented the so-called Fibre Citoyenne
(FC), which is a code of conduct for the textiles and clothing industry. It is not only geared towards
enhanced labour standards but also towards the full pallet of sustainability issues. With an
increasing awareness of sustainability issues on the EU consumer side, such labels are also likely
to be increasingly demanded by EU buyers. Already in 2007, the Spanish firm Inditex signed
exclusively with suppliers that were FC-labelled.
A particularly important social issue in a world with an increasing degree of production
fragmentation is social upgrading. This is measured along three dimensions: process, product, and
functional upgrading. Generally, there is a high interdependency between the three components of
social upgrading. For example, product upgrading requires a new skill set of employees as well as
potentially new equipment for the production process. This in turn can have spinoffs in terms of
overall efficiency of the production process. The ultimate goal in the upgrading process is to
achieve a high degree of functional upgrading, which involves carrying out more task along the
value-chain; or in other words, securing a higher share of value-added than before. This is not
necessarily the case for product and process upgrading.
Social upgrading as such is particularly important considering the conflicting demands of the fast
fashion industry, e.g. short lead times vs. high product quality. Also, fast fashion requires a higher
degree of flexibility, or responsiveness, which potentially poses a threat to the social upgrading
process since flexibility in production is usually reflected in a workforce that is in part irregularly
employed. Within the scope of the fast fashion industry this most notably concerns unskilled
workers in the last segment of the value chain, e.g. packaging, storage, and loading. In other
words, these irregular workers are a “flexibility buffer” that make responding to less continuous
demand possible. Such workers usually do not benefit from social upgrading.
No specific environmental issues were identified in the clothing industry. However, the textiles and
leather industries are associated with approximately 33% of the country’s hazardous waste.
3

Furthermore, these two industries together produce 16.5 million m of liquid waste, which partially
falls under hazardous waste. During the local workshop it was mentioned by one industry
representative that waste is indeed the biggest challenge for the leather industry. However,
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World Bank. (2012). Sewing Success? Employment, Wages, and Poverty following the End of the Multi-fibre Arrangement.
Washington DC.
Rossi, A. (2013). Does economic upgrading lead to social upgrading in global production networks? Evidence from
Morocco. World Development (46). pp. 223-233.
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industrial zones such as in Fes have active waste management and water treatment plants. These
mitigate negative environmental effects.

8.1.4 Sectoral export performance
Table 8.2 presents the Top 5 export goods of the textile, leather, and clothing sector to the EU in
2012. Products have been filtered and retrieved on the HS-04 level, which provided sufficient detail
to assign the product to one of the industries analysed. As such, four products fall within the
clothing industry, whereas footwear (6403) falls within the leather industry. Overall, the shares of
the five products in EU imports
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are relatively small, which is to be expected given the size of the

Moroccan economy. However, these shares differ significantly between Member States of the EU.
For example Spain has respective shares of 20% and 11% for women’s or girls suits (6204) and
men’s of boys’ suits (6203).
Unit values have been calculated using the net weight of the product. The highest unit as well as
total export value to the EU is accounted for by women’s or girls’ suits (6204). These are finished
products manufactured by the clothing industry. In 2012, Morocco exported over € 700 million worth
of these goods to the EU with an average unit value of almost € 40 per kg. The relatively high
export figures for shoes correspond to the numbers found in the literature. Notably, the unit value of
shoes is among the highest. In total, the value of the top 5 export goods to the EU amounted to
€1.6 billion in 2012. With a total export value of € 3.3 billion of textile, leather, and clothing goods to
the EU the Top 5 products make up about half of the sector’s EU exports.
Table 8.2 Top 5 exports to EU28 in 2012 177
Short Product Description

Women's or girls' suits, ensembles, jackets,

Product

Trade Value

Unit value

Share in

Code

in EUR

in EUR/kg

EU imports

6204

716,333,956

39.19

6.8 %

6203

300,044,496

30.78

3.7 %

6109

255,327,777

13.04

3%

6403

202,537,366

38.37

2.8 %

6104

133,662,561

26.02

3%

blazers, dresses, skirts, divided skirts, trousers,
bib and brace overalls, breeches and shorts
(other than swimwear)
Men's or boys' suits, ensembles, jackets, blazers,
trousers bib and brace overalls, breeches and
shorts (other than swimwear)
T-shirts, singlets and other vests, knitted or
crocheted
Footwear with outer soles of rubber, plastics,
leather or composition leather and uppers of
leather Sports footwear
Women's or girls' suits, ensembles, jackets,
blazers, dresses, skirts, divided skirts, trousers,
bib and brace overalls, breeches and shorts
(other than swim wear), knitted or crocheted
Source: COMTRADE

Figure 8.1 shows the top 5 destinations of the products presented in Table 8.2. The countries
presented make up the top 5 with regard to the sum of imports of the products presented in Table
8.2. Besides these five export destinations Portugal, Belgium, as well as the Czech Republic are
prominent markets for the presented products. Overall, these export markets make up more than
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Total EU imports have been adjusted for intra-EU trade.
Trade values have been retrieved in USD and the average annual exchange rate of € 0,7781 per USD has been obtained
from http://www.oanda.com/currency/converter/
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90% of the total exports in these product categories. This shows that Morocco is relatively
dependent on a relatively few number of export destinations.
By far the largest export market is Spain, particularly for women’s and girls’ suits (6204), of which
almost half of total exports is shipped to Spain. With a market share of over 40% Spain is also the
top export market for men’s or boys’ suits (6203). Next to Spain, France is playing an important role
for these two product categories, while Germany is the top export market for shoes (6403) and Tshirts (6109). The United Kingdom and Poland only play minor roles in these five product
categories compared to the bigger importers Spain, France and Germany. Their combined top 5
share for Moroccan exports of these products is approximately 10%. This makes exports of these
products by and large dependent on three countries.
Figure 8.1 Top 5 export goods by Top 5 destinations

Source: COMTRADE

Figure 8.2 shows developments of exports to the EU of the top 5 products between 2007 and 2012.
It clearly demonstrates that the five goods were impacted differently by the economic crisis starting
in 2008. While there was no negative impact on export of shoes (6403) and knitted women’s and
girls’ suits (6104), exports of the other three products plummeted. In contrast to women’s and girls’
suits (6204) and T-shirts (6109), export of men’s and boys’ suits (6203) do not show any signs of
recovery and remain significantly below pre-crisis levels.
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Exports to EU 28 of top 5 products 2007-2012 178

Figure 8.2

Source: COMTRADE

An important aspect mentioned in Section 8.1.2 is that the industry follows a strategy to enhance
export competitiveness, particularly in light of Asian competition, through producing high quality
products, which should be able to command higher unit prices. Figure 8.3 shows the evolution of
unit prices of the top 5 export products measured in €/kg between 2007 and 2012. It demonstrates
that indeed the strategy seems to be successful for three (6203, 6204, and 6403) of the five goods.
Particularly the value of shoes increased significantly from € 20 to € 38 per kg since 2007. Unit
prices for T-shirts remained relatively stable, whereas the value of knitted women’s and girls’ suits
decreased sharply between 2008 and 2009 and has not recovered fully since.
Figure 8.3 Unit prices of top 5 export products

Source: COMTRADE, own calculations

Unit prices are not only an insightful indicator of whether the strategy of the Moroccan industry is
successful, but they also give some indication of what drives the change in total export value of the
178
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Trade values have been retrieved in USD and the average annual exchange rates of € 0.7308, € 0.683, € 0.7192, €
0.7551, and € 0.7781 per USD for 2007, 2008, 2009, 2010, 2011, and 2012 have been obtained from
http://www.oanda.com/currency/converter/
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presented products. For instance it becomes clear that producers of knitted women’s and girls’ suits
(6104) have responded to the crisis by lowering export prices significantly, which in turn must have
increased their export quantity because total exports to the EU remained relatively stable. Prices of
T-shirts (6109) and men’s and boys’ suits (6203) remained fairly constant, while trade values
decreased in 2008. This could point towards the inability of producers to adjust prices either
because of an inflexible production setup or because the market is relatively competitive and offers
low margins. Lastly, unit values of women’s and girls’ suits (6204) show a constant upward trend
and do not seem to be affected by macro-economic fluctuations. Combined with an export value of
€ 0.7 billion it can be inferred that Moroccan producers are well established in this segment. Given
that the overwhelming majority is exported to Spain, it could be that products falling in this HS code
belong to the fast fashion segment.

8.1.5 Competitiveness synopsis
Given the sector developments and characteristics described in the previous sections as well as
inputs received from stakeholders the following can be concluded with respect to the
competitiveness of the Moroccan textiles, leather and clothing, sector:
•

Geographical proximity to the EU allows for good buyer-supplier relationships as well as short
lead times. Whereas the former is particularly important for markets with a continuous sourcing
model, the latter is especially relevant in the growing fast fashion segment;

•

Historical, economic, and strategic importance of the sector creates a high awareness among
policy makers to stimulate and support the sector’s global competitiveness through various
measures;

•

Availability of skilled labour, particularly in the leather industry, allowing for adequate
compliance with industry standards;

•

Increasing use of modern production facilities;

•

Infrastructure that supports tight trade links with the main export market, the EU;

•

Strategy to establish an environment that makes it possible to produce high quality products

•

Possibility to develop own Moroccan brands for export, which could leave a higher share of the

attracts new brands to make Morocco their favoured production location;
total value added within the country;
•

Local availability of leather inputs.

However, the sector also faces challenges that in the medium- to long-run could pose a threat to
the competitiveness of the sector:
•

High dependency on the EU market, which in light of the economic crisis make the sector rather

•

Private investment remains relatively low and fluctuates on a year-to-year basis. This might

•

State-owned enterprises might lack the incentive structure to innovate;

•

Particularly for SMEs, the capacity to deal with new standards and adapt production accordingly

vulnerable;
hamper the process of switching to more modern and advanced machinery and equipment;

is limited;
•

The threat from Asian competition, despite on-going adjustments in the business model;

•

One of the stakeholders commented that conservative attitudes in certain, especially more
traditional segments of the sector, may manifest itself in a reluctance to adapt to the new market
situation

179
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.

It was not possible to establish the likelihood of such situation, however, the comment fits with what has been described
above relating to more traditional production and management structures in for example the city of Fes, which might not be
sufficiently flexible to adapt to a new market situation caused by the DCFTA. .
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8.2

Market access in the textiles, leather, and clothing sector
Due to the Association Agreement tariff lines in this sector were completely liberalised. As such,
this section only reports on non-tariff measures that potentially restrict access to the EU and
Moroccan markets, respectively.

8.2.1 Market access in Morocco
Table 8.3 presents non-tariff measures (NTM) that could hamper the access to the Moroccan
market. Data have been retrieved from the TRAINS database. NTMs were mapped to products on
the HS6 level. The second column presents a NTM code and the third column gives a short
description. In addition, the first column gives a count of how often a specific NTM applies for a
certain product in the textile, leather and clothing sector. The NTMs applied most often include:
service charges regarding merchandise handling or storing fees (F220); other service charges
(F290); variable charges (F390); customs charges (F410); regulation on official foreign exchanges
allocation (G300); and export measures (P900).
Table 8.3 Top 10 Morocco market access requirements for textiles, leather, and clothing
Count

NTM Code

NTM Description

1808

F220

Service charges: Merchandise handling or storing fees

904

F290

Service charges: Service charges, n.e.s.

904

F390

Variable charges n.e.s

904

F410

Customs surcharges: An ad hoc tax levied solely on imported products in addition
to customs tariff to raise fiscal revenues or to protect domestic industries.

904

G300

Regulation on official foreign exchange allocation

904

P900

Export measures, n.e.s.

532

B300

Labelling, marking and packaging requirements

532

B800

Conformity assessment related to TBT: Requirement for verification that a given
TBT requirement has been met: This could be achieved by one or combined forms
of inspection and approval procedure, including procedures for sampling, testing
and inspection; evaluation, verification and assurance of conformity; accreditation
and approval.

523

B820

19

P130

Testing requirement: A requirement for products to be tested against a given
regulation, such as performance level – includes sampling requirement.
Licensing- or permit requirements to export: A requirement to obtain a licence or
a permit by the government of the exporting country to export products.

Source: TRAINS Non-Tariff Measures 180

Of particular interest is which NTMs occur most often in the respective industries. For Figure 8.4,
HS8 codes were mapped on the corresponding GTAP sector.

181

It shows that many textile products

face the market access requirements spelled out in Table 8.3. In contrast, imports of leather
products from the EU generally are not constrained by NTMs. Generally, it seems that market
access requirements are applied similarly across products groups in a given industry.

180

181

136

The World Integrated Trade Solution user manual highlights that “Non-tariff measure data can be retrieved from Tariff View and Export Raw Data. However, this information is often old and only partially reported, and should be used with
caution.”
Please note that this is only indicative, as the number of NTMs can also be driven by the number of products on HS8 level
falling within the respective GTAP sector.
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Complementary to the NTMs reported in the TRAINS database a separate study by the
International Trade Centre (ITC) has investigated which NTMs importers into and exporters from
Morocco face. The findings of a survey conducted for this study are presented in Figure 8.6 and
8.7, respectively. ITC has categorised NTMs into two broad categories: 1) problems relating to the
business environment, and 2) procedural obstacles. Whereas the former indicates problems at the
macro-level, the latter presents a more detailed (micro) approach to identifying obstacles that
importer and exporters face.
With regard to problems relating to the business environment import and export barriers do not
appear to differ significantly. Problems related to payment are identified as the main problem
followed by constraints that relate to time, as well as administrative problems.
Figure 8.5 Barriers to imports of textiles and clothing in Morocco 182

Source: ITC

Barriers related to procedural obstacles differ to a certain extent. Challenges related to
infrastructure play the most significant role for both importers and exporters, albeit to a larger
degree for importers (44% vs. 37%). Exporters face administrative problems in particular, while
constraints related to time play a larger role for importers. Transparency issues do not seem to play
an important role for either group. In addition to the NTMs presented in Figures 8.4, pre-shipment

182

International Trade Center (ITC). (2012). MAROC: PERSPECTIVES DES ENTREPRISES SÉRIE DE L’ITC SUR LES
MESURES NON TARIFAIRES. Geneva.
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inspections, conformity evaluations, and royalties, taxes and other para-tariff measures are NTMs
that pose an impediment to Moroccan importers.

15

Figure 8.6 Barriers to exports of textile and clothing 183

Source: ITC

8.2.2 Market access in the EU
Similarly to Table 8.3, Table 8.4 shows the type of market access requirements for the EU.
Moroccan textiles, leather and clothing exporters to the EU mainly face labelling (B310) and testing
requirements (B820). In addition, activities that ensure the quality of the product need to be
performed. This corresponds to the feedback of industry stakeholders received during the workshop
conducted in Morocco.
Table 8.4 Top 15 EU market access requirements for textiles, leather, and clothing
Count

NTM Code

NTM Description

1325

B310

Labelling requirements: Measures regulating the kind, colour and size of printing
on packages and labels and defining the information that should be provided to the
consumer. Labelling is any written, electronic, or graphic communication on the
packaging or on a separate but associated label, or on the product itself. It may
include requirements on the official language to be used as well as technical
information on the product, such as voltage, components, instruction on use, safety
and security advice.

1147

B820

Testing requirement: A requirement for products to be tested against a given
regulation, such as performance level – includes sampling requirement.

491

B700

Product-quality or -performance requirement: Conditions to be satisfied in terms
of performance (e.g. durability, hardness) or quality (e.g. content of defined
ingredients).

432

B830

Certification requirement: Certification of conformity with a given regulation:
required by the importing country but may be issued in the exporting or the importing
country.

430

B840

Inspection requirement: Requirement for product inspection in the importing
country – may be performed by public or private entities. It is similar to testing, but
does not include laboratory testing

396

E220

Seasonal quotas: Quotas of a permanent nature (i.e. they are applied every year,
without a known date of termination of the measure), where the importation must
take place during a given period of the year.

197
183

138

C400

Import-monitoring and -surveillance requirements and other automatic

International Trade Center (ITC). (2012). MAROC: PERSPECTIVES DES ENTREPRISES SÉRIE DE L’ITC SUR LES
MESURES NON TARIFAIRES. Geneva.
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Count

NTM Code

NTM Description
licensing measures: Administrative measures which seek to monitor the import
value or volume of specified products.

73

B110

Prohibition for TBT reasons: Import prohibition for reasons set out in B1.

40

B220

Restricted use of certain substances: Restriction on the use of certain

40

B320

34

A120

substances as components or material to prevent the risks arising from their use.
Marking requirements: Measures defining the information for transport and
customs that the transport/distribution packaging of goods should carry.
Geographical restrictions on eligibility: Prohibition of imports of specified
products from specific countries or regions due to lack of evidence of sufficient
safety conditions to avoid sanitary and phytosanitary hazards: The restriction is
imposed automatically until the country proves employment of satisfactory sanitary
and phytosanitary measures to provide a certain level of protection against hazards
that is considered acceptable. Eligible countries are put on a “positive list”. Imports
from other countries are prohibited. The list may include authorized production
establishments within the eligible country.
27

E381

Prohibition for religious, moral or cultural reasons

8

B420

TBT regulations on transport and storage: Requirements on certain conditions

8

H120

under which products should be stored and/or transported.
Sole importing agency

Source: TRAINS Non-Tariff Measures

Figure 8.7 shows that products in the textile industry in particular are subject to labelling and testing
requirements. Product quality, inspection, and certification requirements are more relevant for the
clothing industry. In addition, some leather products are subject to prohibitions due to TBT reasons,
as well as restrictions in the use of certain substances. The latter also applies to some textile
products. This could for example be due to certain substances used in the colouring process
entailed in the production of the two product categories.

184

Figure 8.7 Top 10 EU market access requirements per industry

184

TRAINS does not specify whether the reported TBT measures are due to the Registration, Evaluation, Authorization and
Restriction of Chemicals (REACH). However, textile and leather products may contain Substances of Very High Concern
(SVHC) regulated by REACH.
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Comparing the market access requirements of the EU and Morocco it becomes clear that the EU is
focussing strongly on quality aspect of the products that are accessing the markets. Adhering to
these quality (including health and safety standards) and sustainability requirements is posing a
challenge, particularly for SMEs, to export their products to the EU.
In contrast, EU exporters to Morocco generally face charges that could not only restrict access to
the market, but also increase the final price to be paid by consumers as well as producers being
dependent on input sourcing.

8.3

Impact assessment for the textiles, leather, and clothing sector
In the following, the expected impacts of the DCFTA for the textiles, leather, and clothing sector are
briefly explained. They are based on the findings of the previous sections and the interim report,
respectively. Impacts will be assessed along the three sustainability dimensions: economic, social,
and environmental impacts.

8.3.1 Summary of CGE results
CGE results have already been presented in the interim reports. However, Table 8.5 provides and
overview specifically showing the results for the textiles, leather, and clothing sector. It presents
short-run, as well as long-run effects using indicators that support the analysis of the potential
impact. Most of these indicators have already been put into a context of the Moroccan textile,
leather, and clothing sector.
Generally, three points have to be mentioned before interpreting the results. First, short-run and
long-run results do not differ significantly and effects are smaller compared to results presented in
similar studies. This is due to the fact that trade between the two regions has already been
liberalised to a large extent under the Association Agreement. Second, effects are mostly caused
by the simulated reduction in goods NTMs. Service NTMs and spill-over effects only play a
marginal role and are consequently not presented in Table 8.5. Third, results have to be interpreted
in a general equilibrium context. This is particularly true for employment and value-added
indicators, as the CGE model assumes that resources are (eventually) (re)allocated across sectors
taking into account the potential for liberalisation. In contrast to other sectors, the textile, leather,
and clothing sector is to a large extent already aligned with EU requirements.
Table 8.5 Summary of CGE results

Sector

Production

Employment

Trade

Change in

Changes in

Changes in

Change

Change

Change

Change

value

unskilled

skilled

in total

in total

in MOR

in MOR

added (%)

employment

employment

imports

exports

exports

imports

(%)

(%)

(%)

(%)

to EU (%)

from EU
(%)

Short-run
leather

-3.6

-3.5

-3.7

12.0

4.1

3.6

19.1

textiles

-2.7

-2.6

-2.9

4.8

9.0

9.0

9.4

wearing

1.3

1.3

1.0

9.9

6.1

5.8

16.4

goods

apparel
Long-run
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Sector

Production

Employment

Trade

Change in

Changes in

Changes in

Change

Change

Change

Change

value

unskilled

skilled

in total

in total

in MOR

in MOR

added (%)

employment

employment

imports

exports

exports

imports

(%)

(%)

(%)

(%)

to EU (%)

from EU
(%)

leather

-3.6

-3.7

-4.0

12.4

3.8

3.3

19.5

textiles

-2.7

-2.9

-3.1

5.0

8.9

8.8

9.6

wearing

1.3

1.0

0.8

10.2

6.0

5.7

16.7

goods

apparel
Source: own calculations

As depicted in Table 8.5 the CGE model predicts a negative change in value-added for the textile
and leather industries. This change in value-added is also reflected in the displacement of skilled
and unskilled employment to other sectors. In contrast, the simulation records a mild increase in
value-added and employment (for both, skilled and unskilled labour) for the clothing industry. With
regard to similar studies conducted for other DCFTAs the effects are relatively small due to the
reason mentioned above. In addition, it should be noted that these results are achieved over a
period of 10-15 years, albeit that the largest part of the predicted impact takes place in the shortterm (up to 5 years).
The calculated changes in imports and exports are perhaps more conclusive than the production
and employment indicators. The results for these indicators show that both regions, the EU and
Morocco, will deepen their trade relationship due to the DCFTA. In the long-run, imports of leather,
textiles, and clothing from the EU will increase by 19.5%, 9.6%, and 16.7%, respectively. Moroccan
exports to the EU will also increase albeit at a lower level. Note, that in contrast to imports from the
EU, on the export side gains for the textile industry are largest with a 8.9% increase in the long-run.
This suggests that Morocco will partially enhance its role as a supplier for the EU clothing industry.
Generally, due to the already tight trade relationship of the two regions in the sector at hand and the
dependency of Morocco on the EU market, for both imports and exports, total changes in exports
and imports are to a very large extent driven by changes in EU trade. In other words, spill-over
effects to third countries only play a limited role.

8.3.2 Economic Impact
As indicated by the modelling results, the DCFTA results in a deeper trade relationship between
Morocco and the EU. This increased market openness will not only have implications for trading
companies but also for firms operating on the domestic market. The relatively large change in
imports from the EU, particularly for textiles and leather products, points towards more intense
competition from EU producers.
In addition to import increases, we expect more export opportunities will arise. Companies currently
active in the EU market and already knowledgeable about market access requirements of the EU
(see Table 8.4), are expected to see a further reduction in NTMs (or put differently an even closer
alignment with EU requirements) due to the DCFTA. This could enhance their export performance.
In addition, lower entry barriers create opportunities for companies that currently do not export to
the EU. It is well known that adhering to market access requirements involves a fixed cost
component that is often seen as too high a barrier. Lower barriers due to the DCFTA could lead to a
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revision of the exporting decision for those companies. This especially concerns SMEs, which
generally struggle to build up exporting capacity due to complex market access requirements.
Another way for SMEs to benefit from more market integration and trade is to provide inputs for
exporting companies and benefit indirectly from enhanced trade relations.
As explained before, the Moroccan textile, leather, and clothing sector is very dependent on a
handful of EU countries for its exports. The DCFTA is expected to incentivise Moroccan exporters
to market their products in more EU countries, allowing them to realise more fully the benefits of the
agreement. In addition, deepening trade relationships with the EU and consequently enhancing the
capacity to adhere to high product standards necessary to enter the EU market would most likely
also allow increased market access to other developed countries. The consequent market
diversification would make Moroccan exporters less vulnerable to EU market fluctuations.
It is clear that the modernisation process of the Moroccan textile, leather, and clothing sector needs
to continue. For this private investments are a crucial component. A DCFTA resulting in more
integrated markets is likely to provide incentives for investors.

8.3.3 Social impact
As described in Section 8.1.3 the textile, leather, and clothing sector in Morocco suffers from
relatively low labour standards. EU consumers and media are increasingly aware of labour
standards in developing countries, particularly in this sector. This has led many EU buyers of textile,
leather, and clothing products to introduce supply chain control mechanisms in their corporate
social responsibility strategy to ensure that their suppliers are applying a certain set of labour
standards. Often this is done through supplier’ compliance to certification and code of conducts
such as the aforementioned FC. An enhanced trade relationship between the EU and Morocco
through the DCFTA will necessitate the further development of initiatives such as the FC. This
includes making sure that subcontractor arrangements of the supplier are also covered and
regularly checked.
A potential negative impact of the DCFTA occurs if domestic producers respond to increasing
competition from EU producers by lowering prices and costs. This creates a downward pressure on
wages and typically affects such aspects as health and safety measures. A mitigating factor is that
overall wages across the country are expected to increase by approximately 2.5%. As a result,
there is more domestic buying power, which works against the possible need for price competitive
advantage. Moreover, wages in other sectors increase as a consequence of the DCFTA, and
workers will most likely look for employment opportunities in these sectors if textile, leather, and
clothing producers reduce wages.
The issue of social upgrading in a world where production process are fragmented is an eminent
one. As explained, the fast fashion industry is particularly prone to have a diverse effect on regular
and irregular workforce, respectively. The high degree of supply chain flexibility encompassed in
the business model is not likely to change due to the DCFTA. However, trade in this segment is
expected to increase. If no counter or mitigating measures are taken it might result in an
aggravation of the problem. Moroccan suppliers serving EU companies with a continuous sourcing
model might be able to deepen their relationships, which would have a positive effect on
employment. As described before, such suppliers have a more modern approach to human
resource management and deploy more modern production techniques.
Similarly, the industry involves a high degree of informal work, which is likely to remain a problem
despite the DCFTA. However, if more companies are internationalising and entering the EU market
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they too would most likely have to adhere to specific codes of conduct as mentioned before. This
might lead to a transfer of labour from the informal to the formal sector, as required by such codes.

8.3.4 Environmental impact
No substantial environmental impacts from this sector are expected as a consequence of the
DCFTA. Given the CGE results and the decreasing overall production of leather and textiles might
actually have a slightly positive effect for the environment. Both of these industries use a significant
amount of chemicals in their production process, which leads to liquid waste (see Section 8.1.3).
Adding the increasing exposure to trade it might also be the case that the usage of hazardous
chemicals, which fall within the SVHC category under REACH, decreases.

8.3.5 Impact synopsis
Whereas Sections 8.3.1 through 8.3.4 elaborated on the sector-wide, general impacts of a DCFTA
between the EU and Morocco, this section summarizes the most important industry-specific
impacts.
Textiles
•

The DCFTA is expected to stimulate investment activities in Morocco. Given the calculated
export increases to the EU, the Moroccan textile industry needs investments to modernise its
production structure, and increase its competitiveness vis-à-vis EU producers. However, it is
questionable whether the current industry structure with many state-owned enterprises provides
a suitable setup to attract necessary investments;

•

The CGE model predicts a decrease in value-added in combination with higher exports and
imports. This means that the Moroccan textile industry will provide less inputs to the domestic
clothing producers. This reinforces the production network, which established under the OPT
arrangement;

•

The share of total production that is destined for the EU will increase. As a consequence, the
use of SVHC is likely to decrease, having a positive health and environmental impact;

Leather
•

The share of total production that is destined for the EU will increase. As a consequence, the
use of SVHC is likely to decrease. This will have a positive health and environmental impact;

•

Taking into account that producers of leather products often source their inputs from local
workshops, REACH is likely to have an elaborated effect on them, as well. Typically, smaller
entities like these local workshops have difficulties dealing with complex regulation;

•

Higher trade intensity with the EU due to a DCFTA will require to continue initiatives that build
capacity to produce high quality products. In combination with a more attractive investment
climate it is likely that the trend of high quality brands offshoring to Morocco will continue;

•

Due to the sharp increase of EU imports Moroccan consumers will benefit through a more
diverse product variety and lower prices;

•

Some domestic brands have already established, performing more tasks along the value-chain.
A DCFTA creating market access opportunities could further this process.

Clothing
•

Moroccan clothing producers that exclusively sell their products on the domestic market have
not yet shifted to more modern production and management concepts and continue to be reliant
on relatively cheap labour. As explained, these domestic producers are mostly located in the
region of Fes. Given the entrance of EU producers it could be that these producers encounter
problems adjusting to increased competition;
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•

Moroccan consumers will benefit through a more diverse product variety and lower prices;

•

The on-going specialisation in the fast fashion industry is likely to be catalysed by the DCFTA.
Due to its infrastructural advantages such development would favour the region of Tangier. As
explained in Section 8.1.2 a major NTM for Moroccan exporters and importers alike is related to
infrastructure. Most likely export opportunities will favour those that have access to the
necessary infrastructure, while others lacking this access will not be able to seize the benefits of
a DCFTA;

•

Fragmentation of value chain activities in combination with flexibility required by the sourcing
model of the fast fashion industry is expected to aggravate the problem of irregular employment.

8.4

Conclusions and policy recommendations
Main conclusions
The Moroccan textile, leather, and clothing sector is one of the key industries of the Moroccan
economy creating ca. 250,000 jobs. Historically, trade relations with the EU have been strong and
well-established. OPT arrangement in the mid-80s have facilitated the integration of the Moroccan
and EU textile and clothing industries, whereas production has been fragmented in a way that led to
capital-intensive textile production to be carried out in the EU, and more labour-intensive activities
to be performed in Morocco.
Out of the three industries in this sector the textile industry is the smallest, i.e. 15% of the total
sector’s value-added compared to 41% and 44% for the leather and clothing industry, respectively.
Most textile mills are state-owned and supply the local market. In general, investment has been
relatively low, although the mainly conclusion of the US-Morocco FTA has led some vertically
integrated producers to locate their production in Morocco.
The leather industry has a long lasting tradition in Morocco, which has led to an expertise and
workforce that makes it possible to produce high quality products. By far the most important activity
is the production of shoes, which is also reflected in its export performance (see Section 8.1.4).
Next to more traditional operators, many Moroccan producers of leather products are aware of
changing market conditions and update their production techniques. However, investments and
support measures are necessary to facilitate this process.
Activities in the clothing industry are very much dependent on the type of contractual agreement as
well as sourcing model of the EU buyer. Mostly, Moroccan suppliers are operating under so-called
CMT arrangements, which is considered to be among the lowest degree of vertical integration. The
two most prominent sourcing models are a continuous approach and a more responsive type of
supply chain management tailored to the demands particularly of the fast fashion industry. As
explained before, especially the latter approach leads to irregular employment in some parts of the
value-chain.
Social issues include low unionisation rates in the whole sector. Even if such an organisation is
present participation of women is very low. Considering that most of the workforce are women, it
indicates a clear underrepresentation. Other social issues are related to poor working conditions
and hours, use of temporary and casual labour, gender disparity, informality, and low wages.
Furthermore, given a fragmentation of production processes social upgrading might be limited.
Environmental issues of the textile, leather, and clothing industry are mainly related to the
production of textiles and leather. It is associated with ca. 33% of the country’s hazardous and 16.5
3

million m of the total liquid waste, respectively. Waste management programs are primarily in
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place for industrial zones as for example in Fes. However, since for example leather is often
produced in small workshops it is questionable whether these programs have the necessary reach.
The CGE simulation results in an expected decline of value-added in the textile and leather
industry. In contrast, value-added of the clothing industry is expected to increase. Additionally,
higher export and import activities between the EU and Morocco lead to more integrated markets. It
can be expected that more imports from the EU benefit the consumer through lower prices and a
higher product variety. However, this can lead producers, being dependent on the domestic market,
to respond by lowering prices, which causes a downward pressure on wages. This effect is
mitigated by an increase of wages in other sectors. Furthermore, higher export activities implies
that more Moroccan companies start exporting to the EU. However, typically SMEs struggle with
complex market access requirements as listed in Section 8.2.2, which might prevent them to enjoy
the benefits of more trade. Lastly, a DCFTA is likely to lead to a diversification of Moroccan export
destinations within the EU. Currently, Morocco remains very dependent on a few EU markets,
notably Spain, France, Germany, and the UK.
Policy recommendations
The main policy implications for the negotiations and implementation of the DCFTA for the textiles,
leather, and clothing sector are summarised in Table 8.6. These are complementary to the general
policy recommendations formulated in Section 12.
Table 8.6 Policy recommendations for the textiles, leather, and clothing sector
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Promote activities that facilitate the social upgrading
√

process in order for additional value-added activities
performed to have a positive impact on the workforce
Address infrastructural bottlenecks in Morocco to facilitate

√

a positive, country-wide impact of the DCFTA
Minimise service charges related to market access in
Morocco to realize more benefits from EU imports

√

Monitor whether the DCFTA has different regional impacts
for the different industries described in the sector analysis

√

Establish streamlined support structures for Moroccan
firms, particularly SMEs, to enhance their understanding of

√

EU market access requirements
Promote the use of modern production (e.g. CAD systems)
and management techniques through for example trainings

√

and workshops
Strengthen unionisation in order to have a mechanism to
enforce and protect workers’ rights. Potential initiatives
should also address the comparably low representation of

√

women in these organisations
Promote initiatives that establish access of Moroccan
companies on the whole EU market to reap the full benefits

√

of a DCFTA
Promote investments in the sector to upgrade processes
and products, potentially allowing for the move away from
(dependent) subcontracting and consequently perform

√

more activities along the value chain
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Since trade between the EU and Morocco is already comparably liberated in the textiles, leather
and clothing sector Policy recommendations mainly address issues that could prevent the DCFTA
of unfolding its full potential effect, and mitigate possible negative impacts.
The CGE simulation predicts declining value-added for the textile and clothing industries.
Consequently, it will be important to promote the use of modern production techniques alongside an
investment policy that supports the transition towards these techniques. Furthermore, companies of
all three industries need to have a sufficient understanding of EU market access requirements in
order to export their products to the EU market. Particularly, measures supporting such
understanding are geared towards SMEs participating more from higher trade intensity between the
two regions as a result of the DCFTA.
Also, from a regional perspective, it has to be stressed that infrastructural bottlenecks that prevent
seamless access to transportation channels need to be tackled. Given a high and growing
importance of responsive supply chains this is particularly applicable to the clothing industry.
Furthermore, taking into account the description of the sector and differences in for example target
market or human resource management approaches between regions with Morocco, it is
recommended, as pointed out in the overall policy recommendations, to establish a system that
closely monitors the impact of the DCFTA on a regional level.
In addition, measure that address the issues spelled out in the social baseline description as well as
its transition into the impact assessment should be addressed. This particularly concerns measures
that support social upgrading as a result of possibly more integration along the value-chain, i.e.
more value-added activities along the vertical chain. Also, unionisation needs to be strengthened to
enforce workers’ rights, which also includes a more equal representation of women in these
organisations.
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9

Offshoring in business support services

th

On July 5 , 2013, the large US multinational IBM announced it would expand its activities in the
region by opening a ‘Global Delivery Center’ in Casablanca.

185

According to the IBM website, the

centre will create 400 jobs for Moroccans and aims to serve as local service provider as well as a
regional service centre. Many other multinational enterprises, ranging from Atos Origin and Cap
Gemini in the advisory business to Mibiserve and Nexans in the telecom sector, have in the last few
years decided to expand their business in Morocco (see Table 9.1 for an overview of the latest
foreign investments into Morocco). Most of these types of foreign investments into Morocco, which
aim to set up headquarters of large multinationals with back-office services or function as regional
sales and support services hub, are commonly classified as offshoring activities. For Morocco, the
examples mentioned earlier are not ‘random’ occurrences, but actually mark a trend that is starting
to have a significant impact on its economy. As a result, the Moroccan Government is trying to
capitalise on this development and has devised an industrial strategy (Plan d’Emergence) to boost
industrial activity, with a particular focus on six sectors, one of which is offshoring. The strategic
importance for Morocco of this mode of international business – as further confirmed by a keen
interest in this topic from civil society during the locally organised workshop for this TSIA - is the
main reason for selecting offshoring in business support services as a topic for in-depth analysis in
the final stage of this Trade SIA.
Table 9.1 Foreign Direct Investments in the IT sector in Morocco, last three years
Date

Company

Origin

Sector

Type of investment

Computer Components and

Expansion of Existing

Sub-assemblies, Computer

Facilities, R&D /

Services of any Type, Internet

Technology Transfer

country
15-07-13

IBM to Expand in

USA

Morocco

Business
07-09-12

IBM Expands in

USA

See above

Morocco
06-08-10

Mobiserve Establishes

Offices
Egypt

Moroccan Branch
13-07-10

Grandstream Networks

06-07-10

Capgemini Establishes

Sales and Marketing

USA

Opens Office in Morocco
France

Moroccan Headquarters

Telecommunications

Sales and Marketing

Equipment, Services

Offices

Telecommunications

Sales and Marketing

Equipment, Services

Offices

Computer Services of any

Regional Headquarters

Type, Services- Other Business
Areas

18-06-10

Nexans Launches Plant

France

in Morocco

Telecommunications

Greenfield /

Equipment, Services

Manufacturing

Source: Oxford Intelligence, IPA World database

This chapter discusses the concept of offshoring in Morocco in the context of the DCFTA between
the EU and Morocco.

185

IBM, 2013, “IBM announces Morocco Global Delivery Center, creates up to 400 New Technology Roles”, available at:
http://www-03.ibm.com/press/us/en/pressrelease/41381.wss
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9.1

Introduction
An analysis of the concept of offshoring could cover an almost infinite range of dimensions. The
established literature and previous work in the field have covered the concept from a
microeconomic perspectives (focusing on the dimensions related to a firm’s choice to outsource),
from an industry-level perspective (including issues ranging from the potential of offshoring across
manufacturing or services sectors to market structure type of problems) as well as from a
macroeconomic angle (including popular discussions on the labour effects of offshoring for the host
and destination countries and the attractiveness of countries as offshoring destinations).
The objective of this sectoral analysis is to provide an assessment of the economic, environmental
and social impact of the negotiated DCFTA on offshoring in business support services between EU
and Moroccan firms as well as on the Moroccan offshoring sector more generally. Due to the scope
of this study, offshoring in the context of the DCFTA between the EU and Morocco is mainly
discussed from a macro- and industry level perspective, with a focus on those activities that are
most relevant in trade in services between the EU and Morocco. Given the complexity of the issue
and the lack of data on offshoring activities and trade in services in general, the analysis consists
mainly of descriptive quantitative findings and qualitative analysis. The overall approach to the
analysis in the remainder of this chapter is presented below.
Figure 9.1 Approach to the sectoral analysis on offshoring in business support services
Introduction

• Concept
• Definitions
• Scope
• Global trends

Offshoring in
Morocco
• Sector
descripton
• Type of
activities
• Employment,
trade and
trends

Location factors

• Incentives to
invest in
Morocco:
• Exogenous
and general
factors
• Location
specific
factors

Impact of the
DCFTA
• Based on
location factors:
• Economic
• Social
• Environmental

Conclusions & policy recommendations

This introductory section (Section 9.1) continues by clearly defining the concept of offshoring,
presenting the definitions of the various types of offshoring and providing a brief overview of the
global trends in services offshoring. In a second step, the offshoring sector in Morocco (Section
9.2) is presented by focusing on the most important business support services for Morocco. In a
third step, the key location factors (Section 9.3) that affect the offshoring decision of firms in
Morocco are established, in order to be able to determine the impact of the DCFTA (Section 9.4)
on these factors in the fourth step of the analysis. In the final section (Section 9.5), the conclusions
and policy recommendations are presented.

9.1.1 Concept and definition
Many regard offshoring as a phenomenon of the recent past. Strictly speaking, however, the term
‘offshoring’ refers to the “relocation of production processes abroad” and can thus be considered a
timeworn phenomenon (ILO, 2007, pp. 2). People also seem to use the words ‘offshoring’ and
‘outsourcing’ interchangeably, whereas service trade experts know there are conceptual differences
between the two. In order to create a common understanding of the type of activities considered
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when referring to offshoring in this chapter, Table 9.2 presents a basic breakdown of the terms
considered for firms’ decisions on the location of its production process. As shown, the term
outsourcing is used for all types of transactions between firms (whether affiliated or not) and
indicates the situation in which inputs are transferred between firms. When an activity is outsourced
to an affiliated company (whether abroad or at home), the activity is said to be ‘captive’ (ownership
remains within the company group). A business process turns into offshoring when the outsourced
activity is not located in the business’ home country (abroad) (WTO, 2005).
Table 9.2 Difference between offshoring and outsourcing
Located in home economy

Located abroad

Captive local outsourcing

Captive offshore outsourcing (offshoring)

Local outsourcing

Offshore outsourcing (offshoring)

Shifting intra-firm
supplies to
Affiliated firm
Non-affiliated firm
Source: OECD (2005), pp. 267

The explanation of these definitions assumes that we take the viewpoint of the multinational in the
home country. However, from the viewpoint of the country receiving the offshoring business, the
relocation of the production process is called “inshoring” (ILO, 2007). In the framework of this study,
the business activities that Morocco would host from abroad would be considered inshoring for
Moroccans. For the sake of convenience, the remainder of the chapter will only use the word
offshoring to reflect the same process for both parties.
Captive offshore outsourcing
Foreign Direct Investment (FDI) in the context of offshoring and the DCFTA is an important aspect
to consider when discussing the impacts of a DCFTA. As becomes clear from the above table,
captive offshore outsourcing is often preceded by a FDI flow as an initial investment to take over or
set up a firm abroad is needed in order to have an affiliated firm abroad. However, not all FDI is
always offshoring since, for example, so-called horizontal FDI is mostly intended to provide
products to the local market and meant as a way of increasing market shares abroad. According to
Leo and Philippe (2011), the four different types of services delocalisation, each of which creates a
different impact on the host and origin country, include:
1. The creation of service units abroad for the purpose of serving foreign clients. In this case the
main goal of the headquarters is to conquer market share in the foreign country. Even though
sometimes considered as offshoring as well, for the purpose of this analysis, we do not explicitly
consider this type of captive offshore outsourcing.
2. The creation of a service unit abroad aimed at serving the market of the origin country. In this
case, the unit supplies (intermediate or final) inputs back to the origin country for the purpose of
selling offerings in the origin country.
3. The setting up abroad of all or part of the back office of the headquarter firm abroad;
4. The regional grouping together of back offices of subsidiaries of multinationals in a
strategically attractive location.
Types (2), (3) and (4) mentioned above are typically all considered offshoring. Since different forces
and factors are driving the last three offshoring modes above, these factors have to be considered
separately in the context of assessing the impact of the DCFTA on offshoring. Section 9.2 will
return to these types of offshoring and consider the factors involved in more detail.
Also relevant in the context of the DCFTA is the notion of nearshoring, which merely seperates the
concept of offshoring based on distance of the host country. In case the destination country is
sufficiently close to the home country, offshoring becomes nearshoring. For the EU, Morocco is
often considered as nearshore (Institut Numerique, 2012).
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Offshoring can take place in any type of economic sector as long as it involves the relation of a
production process or service provision abroad. As such, offshoring takes place in manufacturing
industries, such as in the textiles and clothing industry where large European retailers locate the
preparation of garments in Morocco, and in services, such as the outsourcing of customer support
services to call centres abroad. As indicated, this analysis only focuses on offshoring in business
support services in Morocco. Offshoring business support services would typically be classified as
Business Process Outsourcing (BPO). From a global value chain approach, for multinationals these
so called back-office support services are relatively low value added activities. The other two main
categories of offshore outsourcing modes for business support services include Information
Technology Outsourcing (ITO) and Knowledge Process Outsourcing (KPO). Figure 9.2 below
presents the various activities classified under these modes.
Figure 9.2 Offshore Services Value Chain

Source: (Gereffi & Fernandez-Stark, 2010, pp. 15)

The activities of particular interest in this study are listed in Table 9.3 below. Most of these can be
classified as BPO activities, but some could also be considered elementary types of KPO (such as
‘original compilation of facts/information). In Section 9.2 of this analysis, the list of activities is
reduced to the activities that are most prominent in the Moroccan offshoring sector.
Table 9.3 Offshoring activities included in this analysis
CPC

EBOPS Description

v. 2.0

code

83940

278

Original compilations of facts / information
- Original compilation of facts or information (i.e databases) organized for retrieval and
consultation, including mailing lists

83990

280

All other professional, technical, and business services
- Drafting services (detailed layouts, drawings, plans and illustrations of buildings,
structures, systems or components from engineering and architectural specifications, done
by architectural draftsmen or engineering technicians)
- Compilation services of facts and information, other than mailing lists
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CPC

EBOPS Description

v. 2.0

code

85940

284

Combined office administrative services
- Provision of a combination of day to day office administrative services, such as reception,
financial planning, billing and record keeping, personnel and mail services etc. for others
on a contract or fee basis

85954

284

Document preparation and other specialized office support services
- Document preparation; document editing or proofreading; typing, word processing, or
desktop publishing; secretarial support services; transcription of documents, and other
secretarial services; letter or resume writing; provision of mailbox rental

85951

284

Duplicating services
- Blueprinting, photocopying and other duplication services other than printing

85931

284

Telephone call center services
- Taking orders for clients by telephone; soliciting contribution or providing information for
clients by telephone; telemarketing

85952

284

Mailing list compilation services
- Services consisting of compiling lists of names and addresses from telephone directories
and other sources

83612

278

Direct marketing and direct mail services
-Development and organization of direct marketing advertising campaigns, i.e. sending
advertising and promotional messages directly to consumers through methods such as
direct mail and telemarketing, rather than via mass media

84520

897

Archive services
- Operation (collection, cataloguing, conservation and retrieval) services of public archives,
including digital archives ; operation services of historical archives, incl. digital archives

84394

890

Web search portal content
- Content provided on web search portals, i.e. extensive databases of Internet addresses
and content in an easily searchable format

9.1.2 Global context and the trend in offshoring
As indicated, offshoring in international business has already been practiced for quite some time ever since firms started relocating their production processes abroad. In a way, this process started
in the early 1900s already when trading firms sailed overseas and traded abroad. This first wave of
offshoring activity was driven by the trade in goods and manufacturing products. The second wave
of globalisation that spurred offshoring activity rose in the nineties when selected developed
markets (US, Japan and European) started to establish on a large scale production facilities abroad
in order to exploit wage differentials and export goods back home (see also Figure 9.2). Also this
wave still largely involved the fragmentation of manufacturing production processes. The three
most important developments in international business that made offshoring activity in services
proliferate since the late 1990s were (McKinsey Global Institute, 2003):
1. The international fragmentation of value chains, which made disentangle their production
process and locate each part of the process in the geographic location where the costs were
lowest.
2. The improvement in international telecommunications capacity. The growth in capacity
and quality of communication platforms has lowered global telecommunication costs drastically,
which in turn reduced the costs of offshoring.
3. The computerisation and digitisation of business services. The simultaneous growth in
information technologies through the improvement of PCs, laptops and the digitalisation of
information improved the ease of offshoring significantly.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

151

Figure 9.3 Cumulative percentage of global companies offshoring business support activities

Source: Duke University/The Conference Board Offshoring Research Network 2007/2008 Survey and Duke University/The
Conference Board Offshoring Research Network 2009 Survey; (The Conference Board et al, 2009, pp. 23).

Figure 9.3 above illustrates the rise of the global offshoring industry. The combined results of a
large corporate survey of companies in the developed world shows that the cumulative percentage
of companies that outsource part of their activities abroad show that half of the surveyed companies
have offshored their IT production processes by 2009. Innovation and call centre type of activities
are the second and third mot offshored business support services in the world, according to the
survey (The Conference Board et al, 2009).
The global demand for offshore services has thus increased substantially, especially in ITO and
BPO services (see Figure 9.4). According to Gereffi and Fernandez-Stark (2010), the US and
Canada accounted for 51% of the total sales value in the global offshore industry in 2009 ($46.4
billion). The EU-15 countries accounted for almost 31% of the market whereas Asia and the Pacific
(16%) and the rest of the world (2%) made up the remainder. According to the same source,
Morocco (together with Egypt and South Africa) is classified as a nascent offshoring location by
hosting some 5-15 dedicated offshore centres. India and the Philippines were the most mature
offshore locations (Gereffi & Fernandez-Stark, 2010).
Figure 9.4 Global demand for offshore services by activity, $bn

Source: (Gereffi & Fernandez-Stark, 2010, pp. 25)

152

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

9.2

Offshoring in Morocco
In this section, the offshore sector in Morocco is introduced by giving an overview of its size, the
main activities and the geographic concentration of the activities. In addition, the relevant national
policy context is introduced in order to be able to judge whether trade or investment induced
changes to the sector (as a result of the DCFTA) would be hampered or stimulated by local
regulation. It is worth noting that due to the intangible nature of offshore services, which results in
difficult data registration and monitoring, as well as the nascent stage of the offshore sector in
Morocco, comprehensive and reliable data are often not available.

186

9.2.1 Overview of offshoring activities in Morocco
The scope and size of the Moroccan offshoring sector can only be indirectly estimated based on
balance of payment statistics. Since offshore outsourcing implies that the business activity is
performed for the benefit of a parent firm abroad, the evolution of offshoring activity can be studied
via the trade in services entries of the balance of payments statistics.

187

Figure 9.5 below shows the

services exports from Morocco to the world (left) and to the EU (right), differentiated by the main
services categories.
Figure 9.5 Trade in services, exports from Morocco excl. transport and travel services

Services exports to world (USD)
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0

0
2007

2008

2009

2010

2011

2012

11 Government Goods and Services n.i.e.
10 Personal, Cultural, and Recreational Services
9 Other Business Services
7 Telecommunication, Computer, and Information Services
8 Charges for the Use of Intellectual Property n.i.e.
6 Financial Services
5 Insurance and Pension Services
4 Construction Services

2004 2005 2006 2007 2008 2009 2010 2011
11 Government services, n.i.e.
10 Personal, cultural, and recreational services
9 Other business services
8 Royalties and license fees
7 Computer and information services
6 Financial services
5 Insurance services
4 Construction services
3 Communications services

Source: IMF Balance of Payments Statistics & Eurostat – Balance of Payments statistics
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Full comparability of the data between all sections in this analysis cannot always be guaranteed.
However, a limitation to the analysis of trade in services is that the flow can also be generated by local Moroccan firms that
independently export services in the same services category as offshored services. This should be taken into account
when interpreting the figures.
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The graphs show the total value of services exports from Morocco, except for the Transport and
Travel categories. Even though they make up the bulk of the services exports (approximately 30%
of all services exports from Morocco to the world in 2011), they are not relevant for the analysis of
offshoring in business support services. Services exports to the EU constituted approximately 40%
of total Moroccan services exports to the world in the 2007-2011 period (against yearly average
exchange rates). The figure shows that for services exports to both the world and the EU, the other
business services and communications service sectors constituted the most significant type of
services exports. Since the definition of the offshoring activities studied in this report are mostly
limited to services categories 284, 278 or 280 (see Table 9.3), which all fall under the other
business services category, Table 9.4 below further disaggregates the trade data of this category to
the most detailed level available. Since we are most interested in offshoring activities in Morocco

188

,

the table only shows services exports from Morocco to the EU, which in the case of BPO is the
relevant direction of trade.
Table 9.4 Trade in services, Other business services exports from Morocco to the EU, 2010, millions of €
EBOPS Type of service
Current account, Services, Other services,

EU-27

FR

GER

IT

Rest EU-27

321.7

158

37

9.3

117.4

Other business services:
284

- Professional and technical services

103.4

44

2

4.6

52.8

279

- Research and development services

47.5

35

3

0

9.5

276

- Accounting, auditing, book-keeping and tax

44.6

4

0

0.3

consulting services
271

- Merchanting and other trade-related services

36.3

14

5

3.5

13.9

280

- Architectural, engineering and other

36.2

27

2

0

7.2

32.5

2

13

0.4

17

technical consultancy
278

- Advertising, market research and public
opinion polling

285

- Services between affiliated enterprises, n.i.e.

17.9

4

4

0

9.9

272

- Operational leasing services

1.5

1

0

0

0.5

275

- Legal services

n.a.

3

0

0

277

- Business and management consultancy,

n.a.

23

7

0.5

public relations services
282

- Waste treatment and depollution

n.a.

1

0

0

283

- Other agricultural, mining and on-site

n.a.

1

0

0

1.7

processing
Source: Eurostat, Balance of Payment statistics, author’s calculations. Note: services categories ordered descending by value

The rows highlighted in green reflect the type of business services that are the focus of this analysis
(as established in Table 9.4). From the table above, we can derive two important insights for the
offshoring sector in Morocco
1.

189

:

The professional and technical services (284) are the dominant mode of services supply
from Morocco (some 33% of the other business services sector). This implies that the
offshoring categories ‘Combined office administrative services’, ‘document
preparation and other specialized office support services’, ‘duplicating services’,
‘telephone call centre services’ and ‘mailing list compilation services’ appear to be

188

and the Eurostat BoP statistics offered the most complete data, which does not include a world coverage, but only EUMorocco bilateral flows.
189
Even though these assumptions made about the offshoring sector in Morocco will need to be verified with on-the-ground
information from the sector in order to judge whether the proxy of trade in services for measuring offshore activity is just.
Section 3 offers this check.
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the most important offshore activities in for Morocco vis-à-vis the EU (on the basis of trade
data).
2.

France appears the main ‘destination’ of offshore activity in Morocco, with 50% of services
exports in the other business services category destined for the country.

Offshore locations
A deeper analysis using local sources of information is required in order to better understand what
share of this trade in services is generated by offshored business activity in Morocco. Morocco’s
offshore industry is still in the nascent stages of development. According to local sources

190

, the

Moroccan offshore industry began developing from the year 2001 onwards, when the first call
centres emerged in Morocco. At the same time, the first development centres from the ICT sector
were located in Morocco. The annual turnover in these first call centres was believed to be around
€3 million, which increased rapidly to some €85 million per year in 2004 (El Kadiri, 2007).
The Moroccan offshore sector is built on the foundations of several offshore locations near the main
cities in Morocco. These offshore zones are dedicated areas for the exclusive development of
offshoring activities and are fully export oriented. They are located close to the main urban areas of
Morocco in order to ensure a good global connectivity and the areas are designed to offer a range
of support services and better than average infrastructure connections for the firms located within
them (Jettou, 2007). In 2009, approximately 97%

191

of offshore activity was concentrated in the

dedicated offshore centres. Figure 9.6 below shows the location and the size of the six main
offshore locations in Morocco.
Figure 9.6 Morocco’s dedicated offshore locations in 2013

Source: Ministry of Industry, Trade and New Technology, Emergence: National pact for industrial emergence 2009-2015
(website)
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191

Interviews in the sector, as well as local reports
Based on employment figures from Table 9.5 and assuming call centres are located in the dedicated offshore zones
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As the map above demonstrates, Morocco currently has two dedicated offshore zones operational:
the Casanearshore and Rabat’s Technopolis, which opened in 2007 and 2008 respectively (Medz
Sourcing, 2013). In June 2012 the third, Fès shore, opened officially (Les Échos, 2012). The other
three offshore zones are to be developed in the coming years. All parks are part of the Moroccan
Government’s industrial policy launched in 2008, the Pacte National Pour L’Emergence Industrielle,
which defines Morocco’s industrial growth strategy for the years 2009-2015 (more on this strategy
in Section 9.2.3). Both in terms of development and size, Casanearshore is the most important
offshore zone in Morocco.
Call centres, which are also believed to be mostly located in the offshore parcs, employ by far the
largest number of people in the offshore industry in Morocco: approximately 29,000 people in 2009.
Employment in activities other than call centres in the dedicated offshoring zones totalled some
8,000 workers in 2009, which constituted a growth of 46 percent compared to a year earlier.
Overall, the offshoring sector in Morocco employed some 35,000

192

workers in 2009 (see Table

9.5).
Table 9.5 Employment in Morocco’s offshoring sector
Employment 2008

Employment 2009

Growth

Call centres

26,055

28,835

+11%

Dedicated offshoring zones

5,518

8,051

+46%

624

1,101

+76%

29,533

35,221

+19%

Off-dedicated offshoring zones
Total (net)

Source: Ministry of Industry, Trade and New Technology, Emergence: National pact for industrial emergence 2009-2015
(website)

Offshore activities
Table 9.4 showed that, based on trade statistics, BPO-type activities such as ‘Combined office
administrative services’, ‘document preparation and other specialized office support services’,
‘duplicating services’, ‘telephone call centre services’ and ‘mailing list compilation services’ are the
activities most likely to be performed in Morocco’s offshore sector. Due to the intangible nature of
offshore services, combined with the fact that the services are often more non-transparent intra-firm
transactions, information to verify the exact type of activities performed in Morocco’s offshore sector
is scarce. According to the publication of the prime minister on Morocco’s offshore sector, the main
activities performed in Morocco are (Jettou, 2007):
•

•

Business process outsourcing activities, specifically:
o

General administrative functions (back-office)

o

Customer Relationship Management

o

Specific business activities

Information Technology Outsourcing, specifically:
o

Infrastructure management

o

Software development

o

Application maintenance

Another more recent report from the Department of Studies and Financial Provisions of the
Moroccan Government quantified the potential of BPO activities in the francophone market (the
largest market of the offshoring sector in Morocco). It estimated that Customer Relationship
Management (CRM) activities are the dominant mode of services provision in 2013 (based on
projections in 2011) (Ministère de l’Economie et des Finances, 2011). See Figure 9.7.
192
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The sum of the individual entries does not add up to 35,221 as there is likely some double counting involved between the call
centres and the dedicated offshoring zoness
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Figure 9.7 Revenue potential for Morocco in the French BPO market in 2013 (million dirhams)

Source: Ministère de l’Economie et des Finances – Direction des Etudes et des Prévisions Financières,2011, Le Secteur de
l’offshoring au Maroc, pp. 12

In terms of the long list of offshoring activities presented in Table 9.3 the activities Combined office
administrative services (CPC 2.0: 85940) and Telephone call centre services (CPC 2.0: 85931)
are the most frequently offered services in the Moroccan offshore market. In its Trade Policy
Review of 2009, the WTO provided an indication on the size of the Moroccan call-centre sector
between 2008-2011. Though not from the same source, the figures presented below appear to
confirm the trend shown in Table 9.6. The data also confirm that the call-centre part of the
Moroccan offshore industry was initially established in the year 2001 and grew rapidly since. The
rapid increase of call-centre employment and turnover from 2005 to 2006 is likely to be caused by
the opening of Casanearshore in January 2006, which provides custom made facilities and
attractive benefits for offshore firms.
Table 9.6 Basic data on the call-centre (CC) sector in Morocco
2001

2002

2003

2004

2005

Total CC registrations

31

51

77

122

166

235

2006

244

2007

244

2008

Number of CCs registered

..

..

..

50

50

180

..

..

Number of CCs operating

..

..

..

50

50

143

..

..

Number of positions

..

..

..

4,400

4,400

14,700

..

..

Average size (positions)/CC

..

..

..

88

88

114

..

..

Number of staff

..

..

..

5,500

5,500

17,500

..

..

Turnover (DH million)

..

..

..

..

830

2,900

..

..

Source: WTO Trade Policy Review Morocco, 2009, adopted from: ANRT (2008), Rapport annuel 2007, Rabat; ANRT (2006),
Le secteur des télécommunications et des technologies de l'information au Maroc en chiffres 2005.

Export destinations
As outlined earlier, based on services trade statistics, France is the main recipient of offshore
services supplied by Morocco. In 2010, some 70% of all services exported in the other business
services category went to France

193

. Germany (16%) and Italy (4%) were the two other main export

destinations. According to various local sources, the francophone market indeed constitutes the
largest source of offshore investment in Morocco due to the availability of high quality and low cost
French speaking workers (see section 9.1) (Les Èchos, 2012). A report of the McKinsey Global
Institute

194

reports that Morocco had captured nearly half of the available market for francophone

call centre services in 2005 (McKinsey & Company, 2005). The second most important future
193
194

Spain, a likely importer of Moroccan services, did not report data for this service category.
On which the new Industrial Policy focus on offshoring is allegedly based
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destination for the sector according to the report is the Spanish market, which due to its extremely
close location (e.g. Tetouan where Spanish is the second language), provides Spanish firms with
distinct advantages.

9.2.2 Trends and outlook for offshoring in Morocco
Due to the focus of the government’s industrial policy on offshoring, the ambitions for growth in the
sector are set high. According to the Pacte Emergence, the sector is supposed to grow by 13 billion
Dirhams (€1.2 billion) to achieve a total turnover of 20 billion Dirham in 2015 (€1.8 billion).
According to McKinsey, this growth could add some 0.3 percent to Morocco’s GDP annually until
2018 (McKinsey & Company, 2005). In terms of employment, the Moroccan Government hopes
that growth of the sector will create 70,000 extra jobs (compared to 2008) providing employment for
some 100,000 Moroccans by 2015. This growth target is corroborated by the McKinsey predictions
(McKinsey & Company, 2005).
More concretely, according to the Ministry of Industry, five of the six main offshore zones are
supposed to grow strongly in phases from 2010 to reach the desired capacity of almost 1.1 million
2

m of office space in 2022 (see Figure 9.8). Local sources believe that the main growth markets for
the offshoring sector in Morocco are the French-speaking European Union countries (France,
Belgium, Luxembourg, Switzerland), as well as parts of Canada (French Quebec) and possibly the
United Kingdom (Hanouf, 2012). They do, however, also realise that the main strength of the sector
(the availability of native French speakers) is at the same time also the biggest obstacle to
expanding the business to less-traditional new markets (such as the UK) (Chraibi, 2012).
Figure 9.8 Growth potential of the five main dedicated offshore zones in Morocco 2008-2022

Source: Royaume du Maroc - Ministère de l’Industrie, du Commerce et des Nouvelles Technologies, Pacte National pour
l’Emergence Industrielle Secteur de l’Offshoring, pp. 18

9.2.3 Policy framework regarding offshoring activities
The offshoring sector in Morocco is influenced by the policy framework for industrial policy (Plan
d’Emergence), the investment policy framework (as the offshoring industry is also dependent on
foreign direct investments) and the trade policy framework (for trade in services). Due to the
particular importance of the industrial policy framework designed for the offshoring sector, we
elaborate on the main elements of the Plan d’Emergence first and summarise the main
characteristics of the investment and trade policy framework in boxes 9.1 and 9.2.
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Since the introduction of the targeted industrial policy towards six priority sectors, the offshoring
industry in Morocco enjoys some particular benefits in order to boost growth in the sector. Most of
the measures included in the Pacte National pour L’Emergence Industrielle 2009-2015 (short Plan
d’Emergence) for the offshoring sector are aimed at strengthening the sector. The circulaire of the
Prime Minister Jettou on the Plan highlights the most important features that apply from 1 January
2007 (Jettou, 2007):
1. Incentives granted to firms engaged in activities related to offshoring, based in
dedicated offshore areas
a. Training programmes
A training program on offshoring was launched to train 22,000 on offshoring
activities by 2009. Similarly, a training plan called “10,000 engineers initiative” was
launched to teach 10,000 engineers for work in the ITO industry.
b. Support for trainings
Eligible businesses could receive for each new Moroccan recruit some contribution
to the costs of training and hiring the employee for over a period of three years. The
contribution could reach a maximum of 65,000 Dh.
c. Contract benefits
Elgible business benefit from an exemption from (i) employer and employee
contributions, tax for training purposes and all income tax for a period of 24 months.
d. Exemption from corporate income tax
Exporting companies are exempt from corporate tax for a period of five consecutive
years from the moment business operations started, and a 50% cut in corporate tax
for the years afterwards.
e. Income tax
The income tax for the employees working at eligible companies within the offshore
zone is capped at 20%.
f.

Provision of world class infrastructure services
The Government of Morocco ensures that within the offshore zones, all buildings
meet the highest environmental standards and have the highest quality
communications infrastructure available.

g. One-stop shop
The Government of Morocco also ensures that companies within the zone benefit
from a single window for support services which functions as the intermediary
between investors and authorities for all administrative procedures.
2. Incentives granted to firms engaged in activities related to offshoring, not based in
dedicated offshore areas
a. Companies outside of the dedicated offshore zones receive all above benefits
except for incentives (e), (f) and (g).
Box. 9.1 Trade policy
Morocco is member of the WTO and the GATS and thus complies with the principles of both bodies. It is
however not a party to any of the pluri-lateral agreements negotiated under the WTO (WTO, 2009).
According to the Trade Policy Review of 2009 by the WTO, though, Morocco is an active negotiator on
services trade. Concerning the trade in telecommunications services, which is an important enabling
sector for the offshoring industry, Morocco made commitments with respect to the fixed telephony
market. It obliges operators to use the Maroc Télécom network and establish a commercial presence (a
requirement enforced in practice) for the cross-border supply of mobile phone services. Morocco
however does not restrict access for the supply of value-added services or for the consumption abroad
of consolidated services. Morocco also has the right to require a firm wishing to set up its own
infrastructure to obtain an establishment and operating licence, and a declaration as to whether these
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capacities are leased to other operators. This affects Mode 3 of services trade (commercial presence)
(WTO, 2009).

Box. 9.2 Investment policy
The most important framework governing (foreign) investments in Morocco is the Investment Charter,
which, among others, assures the transfer of investment income without any limitations. According to
the OECD Investment Policy Review 2010, the Charter does not distinguish between foreign or
domestic companies and thus implicitly assures national treatment for foreign firms (OECD, 2010). This
Charter applies to all sectors, but the special features for the offshore industry described in Box 9.1 also
apply to this industry. Additionally, investments worth more than DH 200 million are exempt from
customs duty and VAT (for the first 36 months) on imports of capital and equipment needed for the
project. Lastly, Morocco made sectoral commitments at the WTO (in the GATS framework) for
accounting, bookkeeping and auditing, which gives the government the right to restrict foreign
ownership in these activities to 25 per cent and the requirement of Moroccan nationality for access to
the Moroccan market (WTO, 2009). The business support offshoring services as defined in the
introduction do not fall under these categories, but could be affected by the commitments. More detail
on the GATS framework is provided in Section 9.4.

9.2.4 Labour conditions in Morocco’s offshore industry
Relatively little is known about the working conditions in the Moroccan offshore sector as the
industry is relatively young and developing. Though not physically hard work, the work could
potentially be mentally challenging and possibly long working days need to be made. In an
interview with the International Trade Union Confederation, an ex-employee of a Moroccan call
centre describes the work conditions in Moroccan call centres and pleas for decent work in the
sector.
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Box 9.3 describes the situation in the sector based on an interview report with an ex-

employee who had worked for some 30 years in the sector.
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Box. 9.3 Working conditions in a Moroccan call centre
The interviewee explains that most of the employees working in call centres are between 20 and 25
years of age and are often highly qualified. Call centres often target the young graduates, which they
can offer a relatively low wage (€350 a month in 2008) since they are desperate for a job (youth
unemployment is high) and would like to make a career. At the start of the development of the sector, a
minimum wage of €700 was introduced, but the companies managed to get this down to €350. Call
centre workers have to adjust to the working times in the client country (mostly France), which coincides
with meal and break times in Morocco, such that often employees work 8 hours in a row in order to stay
connected. The pressure to perform is high in the sector as performance is constantly monitored from
abroad. Together with confined work places, employees often consider the call centre job a stressful
job. For the workers in the sectors, they lack of respect that they receive while working in the call centre
does not leave a positive image from the foreign investments coming into Morocco. Some 60% of the
workers in the offshore zones are members of a trade union, which become increasingly active to
preserve the rights of workers in the sectors.

195

Though the reliability of a single source of information is questionable, the findings are presented due to a lack of more
comparable information about labour conditions in the sector,
196
David, N. 2008, Spotlight on Laïla Nassimi (Morocco – CDT), 07/2008
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9.3

Factors influencing the offshoring decision
The previous section has shown that while the Moroccan offshore industry is in a nascent
development stage, it is developing quite rapidly. The DCFTA that Morocco and the EU are
negotiating at the time of writing could possibly influence the speed of this development or affect
the industry in a more indirect way. The source of impact of the DCFTA between the EU and
Morocco could be direct, in the case of specific commitments or other provisions for the sector in
the negotiations, or indirect in that the DCFTA could influence the location factors for firms to
offshore in Morocco. This section establishes the general factors that influence a firm’s offshoring
decision, as well as specific factors that make Morocco attractive as an offshore destination. A
better understanding of these factors allows for identifying potential indirect impacts of the DCFTA
on the Moroccan offshoring sector in Section 9.4.

9.3.1 General offshoring location factors
With the significant improvement of ICT and electronics, offshoring in services has become an
important element of many large internationally operating firms. In firm’s decision process regarding
offshoring, the typical first step is to decide whether to outsource or not. In a second step, and when
the decision for outsourcing is taken, the outsourcing firm needs to decide where to outsource and
thus whether or not to offshore. In order to better understand how and through which channels the
DCFTA between the EU and Morocco could impact the offshoring industry in Morocco, the driving
forces in both steps of the decision making process are shortly outlined below.
Decision factors for (offshore) outsourcing
The introduction of this chapter described that the rise of communication technologies and
electronic equipment spurred the growth in offshoring as it reduced the costs of doing business
abroad. However, the fundamental drivers of deciding to locate a part of the production process
outside of the home country have not changed drastically. A large business survey on offshoring
activities among more than 2,000 representative global businesses

197

shows that labour cost

savings are the first and foremost reason for deciding to locate production activities abroad (across
all sectors except retail and consumer goods). Increasing organisational flexibility, other cost
savings as well as the categories part of a larger global strategy or growth strategy were also
often cited drivers for increased offshoring activity by multinational firms.
Figure 9.9 Offshoring drivers by industry (2009)

197

2,000 companies and >4,000 offshore projects with an equal representation of developed country firms conducted since
2004.
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Note: Percentages are combined responses for a company considering a category “important” or “very important”
Source: Duke University/The Conference Board Offshoring Research Network 2007/2008 Survey and Duke University/The
Conference Board Offshoring Research Network 2009 Survey

These results show that cost-driven (push) factors still constitute the most important reasons for
offshoring abroad, but as the complexity of offshoring projects increases and an increasing number
of complex services are outsourced (e.g. KPO type activities), companies also indicate that
increasing the organisational agility to respond to changing consumer preferences is an important
factor for offshoring. The Global Delivery Center opened by IBM in Casablanca is an example of an
offshore decision involving not only back office support functions, but also customer service
activities and distribution activities. Since Africa can be seen as a potentially strong growth market,
IBM’s decision to offshore to Morocco might also have been driven by a growth strategy, possibly
part of a larger global strategy.
Offshore location drivers
The optimal location for offshoring activities should satisfy the investing firm’s needs and should fit
its factors that have driven its decision to offshore in the first place. As such, it is not unsurprising to
see that low cost of labour has indeed consistently been cited as the prime factor in choosing an
offshore location (see Figure 9.10). The global offshoring survey shows that 75% of the surveyed
companies indicated low cost of labour as “important” or “very important” when choosing their
offshore location. Secondly, offshoring companies indicate that the availability of high quality labour
is also a crucial in their decision to choose offshore destinations by citing a talent pool available
and high level of expertise available as the second and third most important drivers of offshore
location factors (with 65 and 64 percent of the businesses indicating this at least an “important”
factor). A match with language requirements is the fourth most important factor cited, which is
likely driven by the offshore activities that require communication with customers abroad.
Figure 9.10 Offshoring location factors by survey year

The global offshoring survey shows that
the offshoring decision and the location
for offshoring activities is complex and
could be driven by multiple factors. In a
recent study, Leo and Philippe (2011)
summarise the most common drivers for
offshoring and contribute that the factors
involved when choosing an offshoring
location for services activities also differ
with the mode of offshoring considered.
Table 9.7 shows that in case the
offshored centre exports for the origin
market or provides back-office support
services, the factors of language, qualified
and cheap labour as well as the right
infrastructure are among the common
ideal characteristics. When the offshore
centre also functions as a regional backoffice, more strategic considerations such
as the presence of a multi-cultural society
start playing a role. Characteristics are
underlined in case they are important for
all three types of offshoring considered

Note: Percentages represent combined responses for “important”
and “very important” as established by the global survey
Source: The Conference Board et al, 2009, pp.12

(and will be considered in the impact
analysis segment in Section 9.4).
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Table 9.7 Determining factors for choosing an offshore location
Type of

Geography

offshoring
Service units

· Transport and

abroad

telecom

intended for
the origin

Administrative and

Economics

Culture

social environment

infrastructure
· Distance

market

· Local foreign
investment rights
· Local rights of
international
transfers/payment

· Abundant
qualified labour
· Labour costs
· Low turnover of

· Same
language
· Cultural
proximity

manpower

· Flexible local rules and
business regulation
· Taxation differential
· Low level of
bureaucracy
Offshored

· Telecom

back offices

infrastructure
· Compatible time
zones

· Low level of
bureaucracy
· Similar administrative
system (former colony)
· Tax exemption
· Flexible local social
laws

· Abundant
qualified labour
· Labour costs
· Low turnover of

· Same
language
· Religious
neutrality

manpower
· Efficient legal
system against
IT privacy

Regional

· Central position in

back offices

· Favourable tax policy

the metropolitan

· Tax exemption

areas

· Low level of

· International level in
metropolitan area

bureaucracy
· Flexible social laws

· High level of

· Abundant
qualified labour

· Presence of
cultural

· Labour costs

minorities or

· Low level of

strongly multi-

trade-

cultural

unionisation

society

transport & telecom
Source: Leo and Philippe (2011), pp. 8

9.3.2 Morocco’s attractiveness as offshore location
From the previous subsection, we learn that Morocco’s attractiveness as an offshore location is
determined by a variety of factors. It is important to remember from Section 9.2 that the EU-28 (and
particularly France) is the largest investor into Morocco’s offshoring industry, which reflects some of
the more ‘soft’ location factors as culture and language. Below, Morocco’s attractiveness as
offshore location is briefly reviewed, demonstrating which of the mentioned location factors matter
most for Morocco. These factors should be reviewed specifically when establishing the impact of
the DCFTA on the offshoring sector in Morocco.
A respected measure that combines some of the most important offshore location factors into a
single index is the AT Kearney Global Services Location Index (GLSI), which measures the
attractiveness of offshore destination countries along three dimensions: financial attractiveness,
people skills and availability and the business environment. In 2011, Morocco scored 4.96 points
th

resulting in a 37 place on the global index (led by India and China). Compared to 2010, Morocco
lost 8 places to ‘rival’ countries. From the emerging North African offshore countries, such as
Tunisia and Egypt, Morocco scored lowest, with Egypt on the fourth place in the ranking and
rd

Tunisia on the 23 . Figure 9.11 on the next page shows that Morocco scores relatively well on
labour costs, experience and availability of the labour force and cultural exposure.
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Figure 9.11 AT Kearney Global Services Location Index 2011

Source: AT Kearney (2012), pp. 8,15, 17
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Below this overall attractiveness of Morocco as offshore destination is applied in more detail to
Morocco, based on the four dimensions presented in Table 9.2.
Geography
Local sources, as well as statistics presented in Section 9.1, indicate that Europe is the largest
market for the Moroccan offshore industry. With its location just across the Strait of Gibraltar,
Morocco is often considered a nearshore location for European companies. Morocco’s benefit from
being a nearshore location for European companies is the relative proximity in cultures (French
colonial history) and generally lower business transaction costs associated with social and cultural
proximity (Trampel, 2004). These advantages might offset relatively higher wage costs as
compared to other offshore destinations in the region (such as Senegal and Tunisia, which score
even higher on the GLSI on this indicator). According to the GLSI 2011, Morocco’s services
infrastructure scored a little better than other North African countries, but below Western European
standards. However, in the dedicated offshore zones the location development agency ensures the
highest telecommunication and infrastructure connections in order to attract investment. Specifically
for the offshoring industry, the situation in Morocco might thus be somewhat better.
Administrative and social environment
Since the introduction of the Plan d’Emergence in 2007, the offshoring sector (and in particular the
dedicated offshoring zones) enjoy a very favourable administrative and social environment. As
explained in Box 9.3, the industrial policy introduces a corporate tax break of 5 years, transfer of
profits and support in dealing with administration and bureaucracy. According to some sources (e.g.
Taouffiki et al, 2005) a relatively stringent labour law could be seen as a barrier to further
development of the sector, but data from the World Economic Forum show that Morocco’s hiring
and firing practices are not impeded more by legislation than is the case in other North African
offshore destinations (Tunisia and Egypt) or in the EU-27 on average

198

. Morocco received a stable

average score of 4 from 2006 until 2012, compared with 3.4 in the EU-27 (more impeded by
legislation) and 4.1 in Tunisia (more flexibly determined by employers). The relative performance of
Morocco compared to its peers and the EU-27 thus seems equal.
Economics
As became evident in Section 9.3.1 the most important driver of choosing an offshoring location is
the cost of labour and the quality of the labour available. According to the At Kearney GSLI
2011, Morocco scored well on the compensation costs element of the index (6), but scored lower
than Tunisia (6.3) and Egypt (6.5) for example. Senegal, another French speaking potential
offshore location, is even more competitive with a score of 6.96. However, compared to major
Eastern European competitors, Morocco’s workers were often cheaper as concluded by McKinsey
& Company (2005). In Casablanca, the white-collar-worker average salary cost was almost four
times lower than his equivalent in Paris in 2004.
Secondly, Morocco has a large share of young graduates ready to work in call centres. Moreover,
the Plan d’Emergence supports the development of the right skills needed for the offshoring
activities of a new client by supporting on-the-job trainings. However, according to a local report,
qualified Moroccans do not line up for a call centre job in great numbers, contrary to in neighbouring
country Tunisia (Les Echos, pp. 10). Moreover, the World Economic Forum Global Competitiveness
Survey shows that businesses in general (not specific to the offshoring industry) regard the quality
of the educational system (the extent to which the system meets the needs of the competitive
economy) in Morocco lower than in Tunisia (see Figure 9.12).

198

World Economic Forum Global Competitiveness Index 2006-2013 data portal, indicator 7.03 Hiring and Firing practices
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Figure 9.12 Quality of the educational system in selected North African countries, 2006-2013

Source: IMDB, The Global Competitiveness Index 2012-2013 data platform

Culture
As mentioned in the section on geography above, Morocco enjoys a relative and absolute vicinity to
its main offshoring market Europe. The colonial history of France has given Morocco many of the
shared values. Moreover, many Moroccans speak French well (for most it is their second
language). However, the French orientation of the country could also limit the opportunities in other
markets (such as the UK), which requires a more native command of English.

9.4

The impact of the DCFTA on offshoring activities
The impact of the DCFTA on offshoring activities between EU and Moroccan firms is established by
studying the current restrictiveness in services trade between the EU and Morocco and comparing
this with the ambition for services liberalisation in the current DCFTA. Moreover, the results
obtained from the CGE modelling are used to establish the indirect impact of the DCFTA on the
development of the offshoring sector in Morocco since the business support services activities
listed in Table 9.3 of the analysis are only a small fraction of some of the GTAP sector definitions
used in the CGE model. This is done by analysing the effect of the DCFTA on the attractiveness of
Morocco as an offshore destination using the factors highlighted in Section 9.3.2.

9.4.1 Current market access issues in services trade between Morocco and the EU
By definition, offshoring services are influenced by the degree of liberalisation in services trade. The
existence of offshoring in business support services critically depends on the ability to export
services to the country of the investing firm, though to a lesser extent when the rendered offshored
services are meant to serve the local market. But even then the investing firm needs to transfer
know-how and expertise and needs to communicate frequently with the offshored affiliate. As a
result, restrictions on trade in services directly affect the provision of offshored business support
services.
The range of potential measures that affect trade in services can be considered to be even more
vast than in goods trade and can range from consumer subsidies, to land ownership provisions, to
corporate taxation and labour laws (WTO, 2012). Table 9.8 groups all measures that could affect
trade in services into four groups based on their (non)discriminatory nature (whether the measure
only applies to foreign firms or also to national firms) and which business decision is affected by the
measure (operations or investment). In the bottom row, the table shows what form these type of
measures usually take.
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Table 9.8 Type of measures affecting trade in services (offshoring)

Non discriminatory

Measures impacting entry/investment

Measures impacting operations

e.g. restrictions on the number of

e.g. reserve requirements for banks

licenses for pharmacies
Discriminatory

Type of measures

e.g. a limit on the number of foreign

e.g. higher port duties charged on

architects

foreign-flagged vessels

Quotas and local

Price-based

content requirements

instruments

Standards, licensing Discriminatory access
and procurement

to distribution network

Source: Francois & Hoekman (2010), pp. 658 and WTO (2012), pp. 77

Due to the intangible nature of services (and the inability to levy ‘simple’ tariffs on traded services),
the vast arrange of measures affecting trade in services (see above) and the difficulty in measuring
trade in services, it has proven very difficult to estimate the degree of openness in services trade
per country. Arguably, the best approach to date is identifying existing policies towards
establishment and assessing whether these discriminate between foreign and domestic firms and
which are transferred into a restrictiveness index (Francois & Hoekman, 2010). The Services Trade
Restrictiveness Index from the World Bank is the most reliable and comparable database that
quantifies applied barriers in services trade. Contrary to other sources on services trade barriers
that use revealed trade barriers, such as the GATS commitment schedule or the WTO notifications
database, this index gathers data on the openness of the applied services trade policy (World Bank,
2012). The figure below presents the most recent Services Trade Restrictiveness Index (STRI) for
Morocco in comparison with Tunisia and the EU-20 in the main services groupings (0= completely
open trade, 100= completely closed).
Figure 9.13 Trade Restrictiveness Indices, 2008

Source: World Bank, Services Trade Restrictiveness Database

The figure shows that overall Morocco’s applied services trade policy is most open compared to
Tunisia and the EU-20 with an overall score of 21 (virtually open, with minor restrictions). However,
in the sector which affects offshoring directly, telecommunications, the EU-20 is completely open,
whereas Morocco maintains some minor restrictions. According to the database, Morocco does not
allow entry of International Gateway type of services under Mode 3 (commercial presence). Still,
across all services, the STRI for the EU-20 and Morocco shows that Mode 3 is the least restricted
mode (with a score of 26 and 17 respectively) and Mode 4 the most restricted (60 for both). Since
offshoring of business support services are often delivered electronically, Bhagwati, Panagariya
and Srinivasan (2004) classify offshoring under Mode 1 type of trade, but due to the relative
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outdated definitions of the GATS framework (that did not take the rise of offshoring into account),
some argue that offshoring could also be classified under Mode 2 (consumption of services
abroad). For analysing offshoring under the GATS framework, we thus need to focus mostly Mode
1 and 2 type of trade. However, in the case of captive offshoring, offshoring could also fall under
Mode 3 type of trade.
GATS commitments and restricting trade policies
A closer look at Morocco’s services policies (provided in the dataset) and its commitments made
under the GATS reveal to some extent what type of barriers Morocco raises to services trade

199

and which barriers drive the services trade restrictiveness score. In its 1994 submission to the
GATS, the horizontal commitments made by Morocco included no limitations on national treatment,
but an “unbound” commitment on market access for Mode 4 type of services trade (temporary
presence of persons), except for managers or executives transferred to an affiliated company in
Morocco.

200

This implies that Morocco did not make any commitment on market access, save for

managers or executives that are transferred to a subsidiary in Morocco. According to the
commitment, it could be that they need a prior work contract to obtain a work permit (WTO, 2009).
In the other business services segment, in which most of the offshoring activities of this analysis
fall, Morocco committed to “unbound” limitations on market access and national treatment for Mode
1, 2 and 4 type of services and no limitations on Mode 3 (commercial presence) type of services
trade in the Computer and related services sector (CPC 841). In the case of captive offshoring, the
Mode 3 commitment in this services section can provide EU investors with the confidence to be
granted market access and be treated equal to local firms and thus should not impede investments
into the offshoring sector. Morocco made the same type of commitments in the management
consulting services (CPC 865) and placement and supply services of personnel (CPC 872), but
none of these sectors cover the offshoring type of activities.
9.4.2 The ambition of services liberalisation in the DCFTA between the EU and Morocco and expected
direct impacts of the DCFTA
The status quo for EU Morocco services trade is defined by the Association Agreement (AA) signed
in the year 2000. Regarding investment and trade in services, Article 31 of the Agreement
stipulates that the EU and Morocco agreed to widen the scope of the Agreement “to cover the right
of establishment (…) and liberalisation of the provision of services (…)”, but the Association Council
had to provide recommendations to achieve this objective.

201

Article 32 ensured that all obligations

made under the GATS were made binding in the AA.
Liberalisation of trade in services under the DCFTA between the EU and Morocco is expected to go
beyond the agreements made in the Association Agreement. The model for the services
liberalisations is based on the recent DCFTA negotiations in Europe’s Eastern Neighbourhood
(Armenia, Georgia, Moldova and Ukraine). The recently signed FTA between the US and Morocco
also serves as a benchmark for the services negotiations between the EU and Morocco. Moreover,
the EC’s Steering Committee to this study have confirmed that the ambition of services
liberalisation is high, specifically regarding mode 3 type of services and in the sectors (maritime)
transport, postal, telecom and financial services.
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Even though the actual market access given to services is often much higher than the commitments made under GATS
suggest. This limits the relevance of taking GATS commitments as indicators of barriers to services trade.
200
GATS/SC/57 – Morocco: Schedule of specific commitments, available at: www.wto.org/english/tratop_e/serv_e/
serv_commitments_e.htm
201
EU – Morocco Association Agreement, L 70/2, available at: http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:22000A0318%2801%29:EN:NOT
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Direct impact of the DCFTA on offshoring
Depending on the final outcome of the DCFTA that will be negotiated between the EU and
Morocco, the direct impact on the offshoring sector could be through an increase in foreign
investments from the EU into Morocco and/ or through an increase in bilateral trade in services
when remaining services and investment barriers between the EU and Morocco are removed.
Regarding investments, the negotiators’ specifically high ambitions for Mode 3 type of trade (in
case they are reciprocal for both the EU and Morocco) could increase the incentive for EU investors
to establish an affiliate in Morocco since a reduction in Mode 3 barriers to trade would lower the
costs of captive offshoring activities in Morocco (supplying services through a local affiliate).
However, barriers to Mode 3 trade are only one of the many factors that influence an FDI decision
and removal of services barriers alone is unlikely to change the final decision to invest.

202

In case

the DCFTA would expand the AA by ensuring national treatment for both parties’ operators,
investors in the EU and Morocco have a legal basis to be treated in a non-discriminatory fashion.
According to the OECD (2010), the establishment of a list of DFI restrictions within the FTA with the
US constituted a significant increase in transparency of the investment policy. As empirically proven
by Karam and Zaki (2013) using data from the MENA region, such a de facto increase in
commitments in services trade would lead to significantly higher volume of services trade for all
Modes of services delivery.
In its extreme form, the DCFTA could even lead to a full integration of the legislation of (some of
the) Moroccan and EU services markets. The expected effect of such an ambitious scenario on the
offshoring sector in Morocco would be a significant increase in output and employment. Based on
the comparative assessment made in section 9.3, the favourable location factors in the Moroccan
offshore zones (such as a flat corporate tax rate and low income tax for employees) would namely
offer European companies (especially the ones with a French orientation) a direct financial benefit
of locating its business support office in Morocco, without incurring the business risks associated
with trading services across different (legal) territories. However, the realisation of these benefits is
likely to only develop if such ambitious legislative reductions to barriers in services trade are
accompanied by a smooth movement of persons and information. However, the effect of this de
facto integration into the EU single market could have negative consequences for other Moroccan
sectors, which are uncompetitive vis-à-vis their European counterparts and thus it matters which
sectors would be subject to such approximation.

9.4.3 Indirect impacts of the DCFTA on offshoring in business support services
Clear impacts of the DCFTA on output, value added and employment indicators for the offshoring
sector obtained from the CGE model in the first phase are not available, as the offshoring in
business support services is a too fragmented economic activity in the GTAP sector classification.
Thus, the economic effects are derived by estimating the impact on the attractiveness of Morocco
as an offshore location and thus the likely concomitant growth (or decline) in output and
employment. In the following, the economic, social and environmental effects will be established by
assessing the effect of the DCFTA on the offshore drivers discussed in Section 9.4.1 (Figure 9.13
and Table 9.8).
Firstly, some of the offshore location factors are exogenous and are not going to change due to the
DCFTA. Some cultural and geographical factors that are an important location factor for
European firms, such as French as the second language in large parts of the country, the
geographical to Spain and a compatible time zone with most of Europe, will not change. However,
the DCFTA might influence some others.
202

Factors that influence the economic fundamentals and that determine the attractiveness of the destination country are likely
to be much more important
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Economic
A key location factor and driver of the offshore decision is the cost of labour, as established in
section 9.3.1. By influencing the level of wages for workers throughout Morocco, the DCFTA could
have an important influence on the relative attractiveness of Morocco as offshoring destination.
Table 9.9 summarises the wage effects for skilled workers and the employment effect for the ICT
and other business services sector.
The table shows that on average wages for skilled workers in Morocco will rise by 1.6 percent due
to the DCFTA in the long run. Everything else equal, this will worsen the outlook of the offshoring
sector, since its labour cost will increase vis-à-vis its competitors in the region that do not negotiate
a DCFTA with the EU (such as Senegal or Egypt at this moment. As the TSIA for Tunisia shows,
wages will also increase in Tunisia). However, this may not fully materialise in this sector, as there
may be sectoral variation in wage changes and the wage increase may be less (or even decrease)
for this sector. The CGE results only provide employment effects at sectoral level and therefore do
not provide wage changes at sectoral level. In addition, it is difficult to draw conclusions from the
CGE results as offshore activities only constitute a small share of all activities under the ICT and
other business services sector.
Table 9.9 Wage and employment effects for skilled workers, Morocco
Short run
In percentages

Long run

Goods

Service

Spillo

NTMs

s NTMs

ver

Total

Goods

Service

Spillo

NTMs

s NTMs

ver

Total

Wages, skilled workers
Morocco, average

1.3

0.0

0.3

1.4

1.3

0.1

0.3

1.6

-0.6

-0.3

-2.3

-1.4

-0.6

-0.3

-2.3

Employment, skilled workers
ICT and other
business services

-1.4

Source: CGE results

The quality of labour can be regarded as the second most important driver that can influence the
outlook of the Moroccan offshoring sector. The effects of the DCFTA as a trade and investment
treaty on the quality of labour are not likely to be direct, but through increased exposure to
international competition and increased business opportunities from lowering barriers to trade might
spur Moroccan businesses to increase the pressure on the government to improve the education
system and training programmes, such as the programmes developed under the Plan
d’Emergence. This would in turn have a positive effect on the attractiveness of Morocco as an
investment location. However, it is not the Government’s sole responsibility to improve the quality of
the labour force with businesses reaping the benefits. On the job training and human resource
development by companies themselves increases both productivity and the overall attractiveness of
Morocco as an offshoring destination.
Another important channel, through which the DCFTA could influence the offshoring sector in
Morocco, is the liberalisation of the (tele) communications sector. Mentioned in Section 9.3 as a
key offshoring driver and at the same time in Section 9.2 as a sector in which Morocco still applies
some barriers to market access, the potential of the DCFTA to further open up and liberalise the
telecommunications sector in Morocco constitutes an important possible positive effect on the
development of the sector in Morocco.
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Table 9.10 Impacts of the DCFTA on selected indicators in the communication sector in Morocco
Short run
In percentages

Long run

Goods

Service

Spillo

NTMs

s NTMs

ver

Total

Goods

Service

Spillo

NTMs

s NTMs

ver

Total

Communication sector, Morocco
Value added, %

-1.7

0.1

-0.1

-1.7

-1.5

0.2

-0.1

-1.4

Output, %

-1.6

0.1

-0.1

-1.6

-1.5

0.2

0.0

-1.3

Imports, %

5.1

4.3

1.6

11.0

5.2

4.3

1.6

11.2

Exports, %

-3.6

1.6

0.0

-2.0

-3.5

1.6

0.1

-1.9

Consumer prices, %

1.1

-0.3

0.0

0.8

1.1

-0.3

0.0

0.8

Source: CGE results

Likely driven by the reduction in trade barriers in the services sector, competition from foreign
suppliers on the Moroccan communication market will increase, which will reduce local output by
1.3 percent in the long run and increase imports by 11 percent. Prices in the sector are expected to
rise, which could potentially reduce the competitiveness of the offshoring sector in Morocco.
However, if competition in the sector improves the quality of the services, the offshore location
driver quality of communication infrastructure might be boosted. The net effect is a priori unclear.
Impact on other sectors in the economy
The potential development of the Moroccan offshore sector could create ripple effects that benefit
other sectors of the economy as well. According to Bautista (2011), based on data from India and
the Philippines, the multiplier can be as large as 4, implying that for one job created in the offshore
industry, four local jobs would be created in other sectors. Especially ancillary services in the
proximity of the outsourcing centres, such as restaurants, supermarkets, but especially local IT and
telecom firms could benefit from increased business activity from in dedicated offshore zones. In
Morocco, the expected multiplier effect may be smaller since the offshoring sector is not as well
developed and is focused on low value added back-office services. Nevertheless, similar positive
links to other sectors are likely to occur.
Social impacts of the DCFTA
The Plan d’Emergence introduced in section 9.2.3 outlines that employment in the offshoring sector
is expected to grow by 70,000 jobs to 100,000 jobs in 2015. Compared with a total labour force of
around 11 million in 2011, this constitutes some 0.9% of the total. Employment in the offshoring
industry is largely concentrated in the large municipal areas of Casablanca, Fès, Rabat and
Marrakèch and as such might increase the regional divide between rural and urban employment,
unless the sector is able to attract rural workers into the sector.
The offshoring sector is often believed to be a workplace for young and well educated graduates
(Les Echos, 2012). As outlined in chapter 3, Morocco suffers from high youth unemployment and as
such, growth in the offshoring industry might improve the social situation for Moroccan youth.
The materialisation of the above effects and the extent to which the DCFTA contributes to the
realisation of them critically depends on the direct and indirect effects of the services and
investment liberalisation discussed above. This effect is a priori unclear. In general, many
academics and policy makers have recently tried to establish what the effect of offshoring is on
employment in the home country. Many contributions have been made in this field, but no real
consensus has been reached yet. The most recent contributions tend to jointly show that offshoring
increases employment in the destination country, without incurring job losses at home. In an
influential study with a large dataset, Hijzen and Swaim (2007) find that offshoring within the same
industry does not have an effect on employment at home (if at all, it is found to be positive),
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because some jobs might move abroad but the increased productivity results in new jobs created at
home. Using firm level data from Germany, Wagner (2011) also finds that there are no significant
effects of offshoring in employment in German firms, but that at the same time offshoring does
increase firm-level productivity. Hence in the context of the DCFTA, the development of the
Moroccan offshoring sector and the potential stimulation of the sector through the DCFTA does not
have to come at a cost of job losses in European countries. On the contrary, the productivity
increasing effect might increase competitiveness of European firms and strengthen the EU
economy in the global market.
Lastly, the effect of the DCFTA on labour conditions in the sector is also rather inconclusive. In
case the DCFTA will be able to bring the expected positive growth to the sector through liberalising
trade in services, additional exchanges between European and Moroccan firms are expected,
whereby the transfer of European labour standards might be a consequence. On the other hand,
further opening up of the Moroccan services market might increase competition on the global
market and incentivize managers to decrease labour conditions in favour of a cheaper service
offering.
Environmental impacts of the DCFTA
The offshore sector in Morocco is not a large polluting sector and also the auxiliary industries and
services which it might catalyse (presented in the ‘economic impact’ section) do not constitute
major pressures on the environment. The impact of the DCFTA on the offshoring sector is thus
believed to have a negligible effect on the environment.

9.5

Conclusions and policy implications

9.5.1 Conclusions
This sector study has studied the offshoring sector in Morocco, particularly focused on the
outsourcing of business support services. The offshoring sector in Morocco is in a nascent stage,
but is developing rapidly. Morocco’s offshoring sector is largely based in so-called dedicated
offshore zones, of which Casanearshore and Rabat Technopolis are the largest. The most recent
figures indicate that in 2009, some 35,000 employees were active in the offshoring sector. The
large majority works in call centres that are focused on customer relationship management
activities (e.g. after sales). The Moroccan offshoring sector is largely streamlined towards catering
French speaking European countries, of which France is the biggest ‘recipient’ of Moroccan
services. The Moroccan Government has recognized the potential of the offshoring sector for the
Moroccan economy and has put in place a Pacte National pour L’Emergence Industrielle 20092015 (short Plan d’Emergence), which stipulates an action plan to grow the sector with 300% to
€1.8 billion by 2015.
In order to determine the impact of the DCFTA on this sector, this sector study has focused on
direct and indirect effects that the DCFTA could offer. In a direct fashion, the DCFTA could further
liberalise services trade (particularly Mode 1, 2 and 3), which will make the exchange of information
and services between the EU and Morocco lest burdensome. In addition, in case specific provisions
stimulating investments in the DCFTA are foreseen, the impact of the DCFTA on the growth of the
sector is likely to be positive as the development of the sector partially depends on captive offshore
outsourcing, in which multinationals locate affiliates abroad in order to benefit from cheap labour or
effectively serve the region.
In a more indirect fashion, the DCFTA could influence the factors that make Morocco attractive as
offshore destination. Most importantly, these factors are the cost of labour, the quality of labour
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and the quality of (tele)communication. The effect of the DCFTA on the cost of labour in Morocco
as a whole has been estimated to be negative as wages for high skilled labourers will increase by
1.6 percent in the long run. However, wages in the ICT and other business services sector are
expected to decline based on the CGE exercise in Phase 1. Since the offshoring in business
support services is a small sub segment of this CGE sector, it is not certain whether the wages in
the offshoring sector will decline too. The effect of the DCFTA on the quality of labour is ambiguous,
but the increased exchange between EU and Moroccan firms in the offshoring sector could
increase the pressure and awareness of the need for higher quality education and further spur
training and education initiatives in the sector as currently defined in the Plan d’Emergence. Lastly,
the DCFTA is expected to come along with an increase in imports of services in the
communications sector in Morocco, which in case these constitute higher quality services than
currently existing, could increase the productivity and attractiveness of the offshoring sector in
Morocco.

9.5.2 Policy recommendations
Table 9.14 summarises both the policy recommendations regarding provisions within the DCFTA,
or accompanying measures outside the DCFTA in order to reach the most optimal outcome of the
DCFTA.
Figure 9.14 Policy recommendations for the offshoring in business support services sector
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Aim for comprehensive services commitments in as large
as sector aggregation as possible in order to create as

√

much clarity as possible
Strengthening education and language skills (i.e. English)
when the sector wants to expand

√

Stimulate investments in the development of more value
added activities, such as research and development

√

services

In order to create the maximum possible positive effect from the liberalisation of trade in services,
EU and Moroccan negotiators should aim for comprehensive commitments in services trade. This
implies that, unless otherwise defined, services have free market access and enjoy equal national
treatment for the Modes defined. This would reduce uncertainty and stimulate trade in services.
Accompanying measure to further support the development of the offshoring sector in Morocco
should be aimed at increases the quality of services offered and supporting the move towards
higher value added services in the sector. One of the sector’s current strengths, the availability of
cheap and French speaking labour, could turn into a barrier to growth if the sector wants to expand
into English speaking markets. Investments and training should thus be aimed at improving
(English) language skills. At the same time, the workforce should also be further educated in order
to be able to execute more knowledge intensive activities so as to keep more value added in
Morocco and expand the sector into more KPO-type of offshoring activities. The current relatively
large amount of exports in research and development services from Morocco to the EU could be an
interesting niche that Morocco could move into.
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10 Energy

10.1 The energy sector in Morocco
10.1.1 Introduction and scope
The energy sector can be defined in different ways. In the context of recent and on-going
developments in Morocco, this sectoral analysis mainly looks at renewable energy production, but
takes the upstream and downstream relations into account, as illustrated in Figure 10.1 below.

Figure 10.1 Renewable energy in Morocco’s general energy landscape
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The background for this analysis is that Morocco has virtually no domestic supply in primary energy
– as defined in the CGE classification: fossil fuels; more than 95% of demand is covered by imports
(2011 figures).

203

According to the CGE results, the DCFTA is not going to change this picture

much. The CGE model predicts a slight decrease in consumption, reflected in a minimal output
decrease and a small import decrease. Overall the CGE model does not suggest a change in
energy import dependence due to the DCFTA.
Renewable energy sources are of course also a form of primary energy (although difficult to
measure as such

204

) and abundantly available in Morocco. Primary energy (be it fossil fuel or

203

Moroccan Ministry of Energy, Mining, Water and Environment (2012): Chiffres clés 2011 du secteur de l'énergie, available at
http://www.mem.gov.ma/ChiffresCles/Energie/CHIFFRES%20CLES%20SECTEUR%20ENERGIE%202011.pdf.
204
Of course the energy of the sun arriving at a certain area can be measured, and approximations of the energy of wind in an
area can be made. However, the actually usable fraction of this energy depends on many factors (possibility to place
plants in an area, energy conversion efficiency of the installations that are suitable in an area). Therefore the information
on primary renewable energy availability is at best incomplete and much less useful than information on tonnes of coal
available.
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renewable) is usually converted into electricity (or heat). This conversion is performed by
installations which may be imported.
It is possible that the DCFTA encourages activities in the renewable energy sector. There is a
strong interest in the development of renewable energy both in the context of reducing energy
import dependence and in the context of EU-Moroccan trade relations. Therefore the development
prospects of this sector in relation to the DCFTA are relevant for this study.

10.1.2 Production, trade and employment
Renewables in electricity production: current status
Looking at production of final energy, the following graphs show that renewables (hydro and wind
energy) cover around 4% of primary energy consumption, and 9.5% of electricity supply in
Morocco. Both wind and hydro power can compete with other electricity generation sources without
feed-in tariffs (i.e. guaranteed payments for each kilowatt hour that is fed into the grid, as opposed
to being paid market prices).

205

Notably, solar energy does not appear in the production statistics

as PV and CSP are not competitive with conventional generation yet. Photovoltaics play a role in
rural electrification, where villages are not connected to the grid.

206

Biomass (wood, charcoal, plant

waste) is used off-grid in rural areas, and does not appear in the energy balance either.

207

Figure 10.2 Sources of energy and electricity consumption in Morocco

Source: Own representation based on Moroccan Ministry of Energy, Mining, Water and Environment (2012).

There are roughly 17 hydro power plants in Morocco which produced around 2000 Gigawatt hours
(GWh) of electricity in 2011.

208

An example is the STEP Afourer I and II Power Project,

commissioned in 2005 as a pumped storage power plant with a capacity of 465 Megawatts (MW);
or the Al Wahda Dam Hydroelectric Power Project, commissioned in 1997 as a dam-based power
plant with a capacity of 240 MW.

209

Wind parks are mainly located close to the coast. The Cap Sim (Essaouira) Wind Farm in the
Marrakesh region was commissioned in 2007 and has a capacity of 60,35 Megawatt peak (MWp).
The largest and newest wind park is the Tangier (Dhar Saadane) Wind Farm, commissioned in
2009/2010 with 140 MWp capacity.

210

205

Fritzsche et al. (2011)
http://www.one.org.ma/FR/pages/interne.asp?esp=2&id1=6&t1=1
207
Sustainable Energy Regulation Network (SERN) (2012): Country Profile Morocco. Available at http://www.reegle.info/policyand-regulatory-overviews/MA.
208
Moroccan Ministry of Energy, Mining, Water and Environment, Chiffres clés 2011 du secteur de l'energie, available at
http://www.mem.gov.ma/ChiffresCles/Energie/CHIFFRES%20CLES%20SECTEUR%20ENERGIE%202011.pdf.
209
http://globalenergyobservatory.org/form.php?pid=41620, http://globalenergyobservatory.org/form.php?pid=41594.
210
http://globalenergyobservatory.org/form.php?pid=41599
206
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So far, the majority of solar energy production is small-scale, PV-based and off-grid. At the end of
2011, Morocco had about 20 MW of PV systems installed, mainly under the Global Rural
Electrification Programme (Programme d’Electrification Rurale Globale, PERG) Framework and
about 1 to 2 MW grid-connected systems.

211

PERG is considered an important step towards

Moroccan capacity development in solar systems.

212

Another existing scheme to use solar energy

is the solar heat programme (Programme de développement du marché des chauffe-eau solaires,
PROMASOL), launched in 2002 to give households access to solar water heating systems.

213

One

large-scale solar power project is in operation at the moment: a CSP plant at Ain Beni Mathar, with
a capacity of 470 MW and co-financed by the National Electricity Office, the African Development
Bank (ADB) and the Global Environment Facility (GEF).
Renewables in electricity production: concrete plans
The Kingdom of Morocco’s solar plan was introduced in November 2009, with the aim of
establishing 2,000 MW of solar power capacity by 2020 and estimated costs of $ 9 billion.

214

To

implement this plan, the Moroccan Agency for Solar Energy (MASEN) was founded in 2010. Both
solar electricity technologies, CSP and PV, will openly compete

215

intermediate aim is an installed solar capacity of 500 MW by 2015.

in five identified sites. The
216

As part of this plan, in May

2013, the construction of a 160 MW solar power plant (based on CSP with Parabolic Trough
technology) near the desert city of Ouarzazate was launched, aimed for completion in 2015.

217

Regarding wind, the “Integrated Wind Programme” (Programme Eolien Integré) of the national
electricity operator ONEE foresees the installation of six wind parks with a combined capacity of
1,000 MW between 2015 and 2020.

218

Preceding and adding to these plans, the largest wind park

in Africa is under construction in Morocco at the moment and expected to be finished in 2014.
Located 20km from the town Tafaya at the coast, it will have a capacity of 300 MWp and expects to
produce 1000 GWh yearly.

219

To put the share of renewables in Moroccan electricity generation development into perspective, it
has to be noted that ONEE also plans the construction of a 1.3 GW coal-fired power plant for a
similar time period (until 2017) with 10,000 GWh expected yearly production.

220

Regarding knowledge building and technological capacity, the “Desertec University Network” was
created in 2010 with the aim to create knowledge capacities, link public and private research, and
promote human resources in the Desertec countries. Institutions and universities from six desert
countries, among them Morocco, as well as from Germany are included. It is expected that this
initiative can facilitate technology transfer through the close involvement of solar companies and
power suppliers, and can encourage training and research programs.

221

At present the Moroccan

knowledge base is considered to be low and specialization in the solar industry is recommended in
order to concentrate on closing only chosen knowledge gaps.

222
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JRC (2012)
Interview with Mr Khalil Guermai – Directeur Général of FENELEC (Fédération Nationale de l'Electricité, de l'Electronique et
des Energies Renouvelables) and AMISOLE (Association Marocaine des Industries Solaires et Eoliennes). See also
Fraunhofer ISE (2012).
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JRC (2012)
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http://www.masen.org.ma/index.php?Id=14&lang=fr#/_
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https://www.fbo.gov/?s=opportunity&mode=form&id=86127513b07e345829f8e8301b1f6ec6&tab=core&_cview=1.
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Electricity trade
As shown in Figure 10.2, Morocco is a net importer of electricity. Main electricity trade partners are
Algeria, Tunisia, and Spain (with limited cross-border capacity). The renewable energy strategies of
the Moroccan government are mainly designed to accommodate domestic demand. For large-scale
electricity exports into the EU, as planned by private sector initiatives such as Desertec and
Transgreen, the investment horizon foreseen is much longer (2050) and significant additional
investments into trans-border grid infrastructure would be needed.

223

Renewables equipment: production
There are no production data available for renewable energy equipment in Morocco. However, the
sector can be assessed on a more qualitative basis. Renewables equipment can be perceived as a
value chain within the electricity value chain. Often, one investor develops a project, sources
equipment components, constructs the plant, and is finally responsible for operation and
maintenance. Project development and operation of plants are discussed mainly in the context of
electricity market developments. For Morocco, it is also interesting which parts of the equipment
value chain can be covered locally. The figure below provides a stylized picture of this equipment
value chain within the broader electricity production value chain for the case of photovoltaics.

224

Figure 10.3 Stylized value chain of photovoltaics equipment and plant construction

Source: Author’s elaboration based on Fraunhofer ISE (2012). Red circles indicate existing activities by Moroccan firms (or
Moroccan subsidiaries of international firms).

PV modules are the units that can be mounted on rooftops or ground-based mounting supports.
Modules assemble, connect and protect photosensitive cells (mostly made from silicon) with the
help of a glass plate, foils, a junction box, and sometimes a frame. Other technologies may add
primary optics / lenses and directly applied semiconductors.
The installation, electrical works and civil works are mostly not PV specific, but require local
presence and knowledge. These parts of the value chain are therefore often provided by local firms.
In the case of small PV systems, there is also a significant contribution by local firms in project
development. For electrical and electronic components, Moroccan firms have gained valuable
experience through the rural electrification programme (PERG). Cable producers exist, but so far
the solar market is not supplied by Moroccan companies. Apart from the components just

223
224
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Fritzsche et al. (2011)
For the following paragraphs, see Fraunhofer ISE (2012).
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described, the (raw) materials and components are usually sourced globally. Therefore Moroccan
producers would operate in global competition.
For CSP and wind equipment, the picture is similar – the components required may differ, but the
Moroccan value added mostly comes through construction/ installation, as well as electrical and
civil works. CSP and wind projects usually are very large scale and are executed by international
industrial consortia, providing less opportunities for small players to enter the market.
Currently, only a few players are active in the field of solar energy technology equipment in
Morocco. A study by Fraunhofer ISE (2012) identified and interviewed three firms, which are all
active in PV module assembly (using readily available production lines). These firms are either local
branches of international companies or manufacturers with an international partner. Only one of
them is currently supplying the market: Droben Energy, a subsidiary of the Spanish Droben
company, produces solar modules.

225

According to the study, their main target markets are off-grid

installations in African countries.
Renewables equipment: trade
There are no clearly defined statistical classification codes for renewable energy equipment. There
are six-digit HS codes describing product groups that roughly coincide with PV and wind equipment
figures; however, production data is not available at this level (and neither is data on CSP
equipment). Looking at trade data of the two available product groups, we see that Morocco
actually exports PV equipment, but to a much lesser extent than it imports. Especially between
2010 and 2012, we see that Moroccan imports of PV equipment have increased sharply.
Moroccan exports shown in these data are surprisingly high. It is possible that some of them do not
originate from Moroccan production, but that these goods merely pass through Morocco. In
addition, the HS code includes light emitting diodes, which are not related to PV equipment.
Note also that the HS code chosen includes PV cells as well as modules; as indicated above, the
limited module production in Morocco is dependent on imports of cells, as no solar cell production is
located in Morocco.
Figure 10.4 Moroccan trade in photovoltaics equipment, in $ million

Source: Own representation based on COMTRADE.
225

Information from email from Sascha Gajewski-Schneck, GIZ adviser on the Moroccan Solar Plan, on 11 September 2013.
See also http://de.enfsolar.com/directory/panel/4160/droben and http://www.drobenenergy.com/quienes.php.
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In the case of wind, the trade data seem to reflect on the one hand the large-scale nature of
individual wind power projects – 2006 data may for example be related to the Cap Sim wind park.
On the other hand, the large data gaps, even in years with recorded wind power installation
construction (see above), also suggest that this equipment may sometimes be classified under
different codes. In any case it is safe to say that there is no significant production or export of wind
power equipment from Morocco.
Figure 10.5 Moroccan trade in wind power equipment, in $ million

Source: Own representation based on COMTRADE.

Employment in the renewable energy equipment sector
With no production data available on renewable energy equipment, it is not surprising that there are
no numbers on employment in this sector either. Only estimates for the future are available. “The
country has set up a solar plan and an integrated wind energy program. The planned investments
[…] could lead to the creation of 23,000 jobs by 2020.”

226

programme was estimated to create 920 permanent jobs.

In addition, the solar water heat
227

Examples for sectors with activity in the renewable equipment sector
The Moroccan electrical and electronic sector employs over 65,000 people, 228 but it is hard to estimate the
share of employment generated by renewable energy equipment. In the area of project development for PV
power plants or installation of PV modules, 9 companies were identified with the number of employees
varying between 3 and 300. 229

10.1.3 Competition, main players, and role of SMEs in the sector

230

The electricity sector in Morocco is dominated by the national operator, ONEE (Office National de
l’Electricité et de l’Eau Potable; until 2011 only ONE). ONEE owns the complete transmission
network and much of the distribution networks, and is the main retail supplier. It still has a monopoly
on installations with a capacity of more than 50 MW; however, ONEE can give concessions to

226

http://www.unep.org/greeneconomy/Portals/88/documents/advisory_services/countries/Morocco%20final.pdf
Linklaters (2013)
228
Fraunhofer ISE (2012)
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Fraunhofer ISE (2012)
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http://www.gtai.de/GTAI/Navigation/DE/Trade/maerkte,did=770954.html
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private operators with purchase guarantees.

231

As shown below, 43.6% of Moroccan electricity in

2011 was produced by private concessionaires, and 39.8% by ONEE. “Other national production”
most likely refers to industrial auto-producers which sell remaining electricity to ONEE.
Figure 10.6 Electricity supplied to the grid 2011, shares by supplier

Source: Own representation based on Moroccan Ministry of Energy, Mining, Water and Environment (2012).

Regarding renewable energy, ONEE introduced the small-scale PV programme with grid
connection, is in charge of the 1,000 MW wind energy strategy (where it can operate wind farm
projects itself or commission them), and owns 25% of MASEN. The other owners of MASEN, which
is organized as a public-private partnership agency, are the Government of Morocco, the Moroccan
Hassan II Fund for Economic and Social Development, and the Moroccan Energy Investment
Company (SIE) (a sovereign wealth fund dedicated to renewable energy created from privatization
proceeds).

232

MASEN conducts open tenders for the implementation of its projects.

Example for investment activities in solar power: Ouarzazate CSP plant
For the first phase of the Ouarzazate site, a consortium led by the Saudi Arabian International Company for
Water and Power (ACWA) and including the Spanish firms Aries Ingeniería y Sistemas and TSK
Electrónica y Electricidad has been chosen as the preferred bidder for the billion dollar project. 233
The main European public investors in this project are:
•

European Investment Bank, €100 million

•

European Union, €30 million

•

Development Agency for France (Agence Française de Développement, AFD), €100 million

•

KfW Entwicklungsbank and Federal Ministry of Environment, Germany, €15 million. 234

Other public financers are the African Development Bank (AfDB, est. €238 million) and the World Bank
($297 million). 235

For wind, ONEE is expected to launch calls for tenders for five wind energy projects under the Wind
Energy Programme. As an existing example, 80% of the wind park in Tarfaya are financed by a
Moroccan consortium of banks, while 20% come from GDF Suez and Nareva, who will then operate
231

Sustainable Energy Regulation Network (SERN) (2012); Consortium MVVdecon/ENEA/RTE-I/Sonelgaz/Terna (2012).
https://www.fbo.gov/?s=opportunity&mode=form&id=86127513b07e345829f8e8301b1f6ec6&tab=core&_cview=1.
233
Linklaters (2013); http://www.pv-magazine.com/news/details/beitrag/345-million-investment-secured-for-moroccosouarzazate-solar-project_100009293/#axzz2dRH5NykP
234
http://www.pv-magazine.com/news/details/beitrag/345-million-investment-secured-for-moroccos-ouarzazate-solarproject_100009293/#axzz2dRH5NykP
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http://ecogeek.org/component/content/article/3770, http://phys.org/news/2013-05-morocco-solar-mega-projectouarzazate.html, http://www.afdb.org/fileadmin/uploads/afdb/Documents/Project-and-Operations/Morocco%20%20%20AR%20Ouarzazate%20Project%20I%20%282%29.pdf
232

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Morocco

181

the park as ONEE’s concessionaires. Apart from internationally active electricity companies, there
is also involvement in wind energy of firms that are not primarily energy producers, such as cement
producers and industrial holdings such as Chaabi.

236

The “atypical” firms mainly produce electricity

for own use.
It is important to note that a relevant source of funding for renewable energy projects is the “Clean
Development Mechanism” (CDM) under the Kyoto Protocol, through which developed countries
with binding commitments can pursue joint projects in other states, such as Morocco, in order to
create “Certified Emission Reductions” in order to offset some of their own emissions. Morocco is
considered one of the frontrunners of the CDM, and renewable – especially wind – energy is the
dominant project type for CDM in the country.
The main players for renewable equipment in Morocco include the following:
•

237

ONEE is the main electricity and network operator, gives direct concessions for wind projects
and is involved in MASEN.

•

MASEN (Moroccan Agency for Solar Energy) is a public-private partnership founded to
implement the solar programme and acts as the main contractor for the planned solar power
projects.

•

ANDEREE (Agence Nationale pour le Développement des Energies Renouvelables et de
l’Efficacité Energétique / National Agency for the Promotion of Renewable Energy and Energy
Efficiency) is the new name for the “Center for the Development of Renewable Energy” (CDER).
The Agency develops national, regional and sectoral plans, coordinates, and provides advice to
authorities.

•

IRESEN (Institut de Recherche en Energie Solaire et en Energie Nouvelles) was created as a
research centre in the context of the Moroccan Solar Plan, and is financed by the Moroccan
state.
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•

International equipment producers: Siemens, Alstom, Gamesa, etc.

•

International public financers: AfDB, World Bank, KfW, GEF, AFD, EU and EIB. Additional
financing comes through the Clean Development Mechanism (CDM).

•

The Moroccan Société d’Investissements Energétiques (SIE) provides partial state financing

•

Private investors and operators: GDF Suez, EDF, Moroccan banks, Nareva (Moroccan energy

through direct equity investment or co-financing.
firm), and others.
•

239

Role of SMEs: The large-scale investments foreseen in the Moroccan solar plan mostly require
larger undertakings. However, the foreign equipment suppliers often agree to involve local firms
in the installation or for electrical and civil works (e.g. in Taza and Tarfaya wind farms, and in
the planned CSP projects), and three companies in solar panel production were identified in a
recent study.

240

Such firms are sometimes local branches of international companies, and are

likely to be small or medium-sized enterprises.
•

Industry associations: FENELEC (Fédération Nationale de l’Electricité, de l’Electronique et des
Energies Renouvelables), AMISOLE (Association Marocaine des Industries Solaires et
Eoliennes), FIMME (Fédération des Industries Métallurgiques, Mécaniques et

236

For example, the Chaâbi Holding owns two wind farms (20 MW in Essaouira and 50 MW in Tanger), operated by Navera.
Both Cements du Maroc and Lafarge (an international cement producer) use their own wind parks to produce electricity for
their cement production sites. See http://www.gtai.de/GTAI/Navigation/DE/Trade/maerkte,did=770954.html,
http://www.chaabi.com/ , Enzili (2008).
237
Cpr. Fritzsche et al. (2011)
238
Interview with Mr Khalil Guermai – Directeur Général of FENELEC (Fédération Nationale de l'Electricité, de l'Electronique et
des Energies Renouvelables)and AMISOLE (Association Marocaine des Industries Solaires et Eoliennes).See also
http://www.iresen.org/index.php.
239
See for example http://cdm.unfccc.int/filestorage/Y/R/N/YRNC1ZMGBOT97WE8PFSKD25HV46AQJ/4876%20PDD.pdf?t=bVd8bXNoaTh1fDCuGuQBTrypRLGlbLHkDaau
240
Fraunhofer ISE (2012)
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Électromécaniques), and FNBTP (Fédération Nationale du Bâtiment et des Travaux Publics)
are important information and contact platforms for the companies and professionals involved in
production, installation, electrical and civil works connected to the renewable energy sector.

10.1.4 Trade relations- main partners, shifts in recent years
Morocco has a 95% import dependence for primary energy (if traditional use of biomass/charcoal
and off-grid PV systems are not counted), importing especially petroleum products. Main trading
partners in primary energy are Saudi Arabia, Russia and Iraq. The import value fluctuates heavily
due to oil price fluctuations. After a rise in 2012 a drop was recorded in 2013, which is attributed to
increased domestic renewable energy production (but it seems these are mainly fluctuations in
hydropower production).
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Morocco is also a net importer of electricity – the share of imports in consumption has increased
from close to 9% in 2002 to just over 16% in 2011. Evidently, Moroccan electricity production was
not able to grow in line with the increase in consumption (85% increase between 2002 and 2011,
while production increased by 71%).

242

The main partners for Moroccan electricity trade are

Tunisia, Algeria, and Spain. Possibilities for electricity trade are determined by geographical
location and cross-border transmission capacities. It has to be noted that for electricity with its
extremely short-term fluctuations in demand (and, in the case of wind, also supply), cross-border
trade is also a matter of balancing these fluctuations, regardless of the net importer/exporter status
of a country. The network capacity between Morocco and its neighbours is considered to require a
significant upgrade to fulfil this balancing role in light of increased wind energy production.
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For trade in renewable energy equipment, we can see in Figure 10.4 that the EU was a major
exporter of PV equipment to Morocco until 2010 (it even accounted for 100% of Morocco’s PV
imports in 2009), but its share in Moroccan imports decreased significantly in 2011, when
Morocco’s rapidly rising imports were mainly coming from the rest of the world (esp. Japan, Korea,
China) while imports from the EU stayed roughly constant. It is unclear why the statistics show
relatively high exports from Morocco to the EU; a likely reason may be triangular trade.
Regarding large-scale wind and upcoming CSP installations, it seems more useful to look at the
individual project and their commissioned equipment suppliers. The following table shows some of
the large existing and planned projects.
Table 10.1 Existing and planned large-scale renewable energy projects
Project name

Investment

Capacity

amount ($

(MW)

Status

450

Equipment supplier

(future

mill.)
Tarfaya wind

Developer

operator)
300

In construction

park

GDF Suez

Siemens Wind Power

(French), Nareva

(German), Siemens

(Moroccan)

Maroc, together with
SOMAGEC (leading
Moroccan civil works
contractor)

Taza wind
park

150

150

In construction

EDF (French),

Alstom (French) with

Mitsui

30% involvement of local
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http://www.aujourdhui.ma/maroc-actualite/economie/statistiques-energetiques-a-fin-avril-2013-la-facture-energetique-seretracte-de-10-47--103373.html, http://www.yabiladi.com/articles/details/9977/facture-energetique-maroc-plus-hausse.html
242
Moroccan Ministry of Energy, Mining, Water and Environment (2012).
243
Fritzsche et al. (2011)
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Project name

Investment

Capacity

amount ($

(MW)

Status

Developer
(future

mill.)

Houma wind

75

Equipment supplier

operator)

50

In construction

park

(Japanese)

construction work

Nareva

Siemens (German)

(Moroccan)
st

Ouarzazate 1

1000

160

In preparation

phase CSP

ACWA (Saudi

Aries Ingeniería y

Arabian)

Sistemas and TSK

plant

Electrónica y Electricidad
(both Spanish)

Tangier (Dhar

300

140

Saadane)

Operating fully

ONEE

Gamesa (Spanish)

Operating fully

Nareva

Gamesa (Spanish)

since 2007

(Moroccan)

Operating fully

Lafarge (French-

since 2005

based cement

since 2009/

Wind Farm

2010

Cap Sim

100

60.35

(Essaouira)
Wind Farm
Tétouan wind

12

10

park

Gamesa (Spanish)

firm operating in
Morocco)
Sources: Raschke (2013), http://www.gdfsuezmeta.com/en/news/press-releases/press-releases/?communique_id=30,
http://renewables.seenews.com/news/edf-mitsui-win-tender-for-150-mw-wind-project-in-morocco-268561,
http://globalenergyobservatory.org/form.php?pid=41599, http://globalenergyobservatory.org/form.php?pid=41596, Enzili (2008),
http://cdm.unfccc.int/filestorage/Y/R/N/YRNC1ZMGBOT97WE8PFSKD25HV46AQJ/4876%20PDD.pdf?t=bVd8bXNoaTh1fDCuGuQBTrypRLGlbLHkDaau

As can be seen, the majority of equipment suppliers for large-scale wind and solar power projects is
European. From this perspective, the EU is the favoured exporter of renewable energy equipment
to Morocco. It has to be noted though that most of these large-scale projects are administered by
the national investment agency which aims at reducing administrative burden even outside NTM
reduction in a potential trade agreement.

10.1.5 Strengths of the sector from a competitiveness view point
Electricity:
Renewables – especially sun and wind – are abundantly available in Morocco. They can be an
important alternative to fossil fuels because their prices do not fluctuate as much.
Wind intensities in Morocco are countercyclical to those in Europe, electricity exports can thus be
beneficial. Wind has been competitive with traditional energy sources since its implementation.
Solar energy does not yet yield competitive electricity prices, but in comparison to other countries,
Morocco’s potential is large.
The Maghreb countries (Morocco, Algeria, and Tunisia) are connected to and synchronized with the
pan-European high-voltage network through Morocco’s connection with Spain. Morocco therefore
can play an important role in electricity exports to the EU.

244

Equipment:
Moroccan firms are involved in installation and electrical works, and sometimes also in small-scale
project development. For the technology-specific materials production, no competitive advantage of

244
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See for the Maghreb-EU interconnection MEDREG (2012).
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Moroccan RES equipment is identifiable yet, although some activity in PV module assembly is
reported.
In terms of demand for equipment, Morocco’s ambitious policies, especially regarding large-scale
solar power (PV and CSP) and wind projects, create a thriving market for renewable energy
equipment, although more on the level of large-scale investments than in small-scale equipment
sales.

10.1.6 Constraints limiting the growth of the sector.
A first obstacle is formed by technical constraints for electricity exports: there are potential
bottlenecks in electricity interconnections, which are in place with Algeria (1*400kV, 1*220kV) and
Spain (2*400kV).

245

Especially for the deployment of highly variable wind energy, grid

interconnections which can absorb such fluctuations are essential.

246

More lines are planned to

strengthen these interconnections.
There are still high subsidies in place for petroleum products (about 30% of the total energy bill)
which reduce the competitiveness of renewables. The DCFTA may include provisions on subsidies,
but with little primary energy trade between the EU and Morocco, this sector is unlikely to be
prioritized.
The large-scale projects envisaged mean high investment needs. ONEE does not seem to have
adequate financial capacity to fund such investments, but there seems to be access to other public
and private financing, such as private investors, development banks, and the CDM mechanism.
Renewable energy production is not supported by feed-in tariffs or other programmes which
would increase small-scale production. In fact, smaller PV installations are not allowed to feed
into the grid; they were so far only supported by single large programmes such as PERG. The lack
of reliable support creates entry barriers for small Moroccan firms. Notably, only PERG and
PROMASOL are mentioned as important solar energy programmes on the website of the
renewable energy industry association, AMISOLE. “Tapping the roof-top market would provide an
easier market access to Moroccan companies due to the small scale of the applications and
demand from domestic customers. Both will allow Moroccan companies to rapidly and easily
acquire know-how without facing very high investment costs or the challenge to directly install
several MW. Therefore, a common strategy of both markets (large-scale and small-scale) is highly
recommended.”

247

Equipment production requires a high amount of existing know-how and technology transfer.
Many technologies require very specialized processes with increasing returns to scale, and for
these technologies therefore the Moroccan market is too small or market entry is difficult. A study
by Fraunhofer ISE (2012) shows different steps of the value chain for solar energy equipment (both
PV and CSP), grouped along two axes: first, according to their potential for local manufacturing –
essentially measuring the required know-how in Morocco; and second, according to their
requirements of investment and technology transfer, i.e. measuring the complexity of the know-how
and the financial requirements. For example, production of solar cells requires very specialized
technical knowledge and has high investment costs, so large demand would be required to make
such a complex facility profitable. On the other hand, the assembly of solar modules based on c-Si
methodology (crystalline silicon, the most widely used technology) requires only low technical skills
245

See MEDREG (2012) and http://www.arabfund.org/default.aspx?pageId=454.
Fritzsche et al. (2011)
247
Fraunhofer ISE (2012)
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and a comparatively low investment, but the producers still need to take global competition,
potentially from more integrated players, into account.
As can be seen, Moroccan firms have the best potential in providing on-site services around
imported equipment, such as electrical connections, mounting structure, assembly, and project
development. Many of these services shown in the bottom right quarter of the chart below are
already provided by Moroccan suppliers, as described above. However, Moroccan involvement in
foil manufacturing for PV or in module assembly also shows high potential – it would just require
more investment and technology transfer.
Figure 10.7 Potential for Moroccan manufacturing in the solar energy value chain

Source: Fraunhofer ISE (2012): Support for Moroccan Solar Plan. Solar Technologies in Morocco – Industry and Value Chain
Assessment. Study commissioned by MASEN and GIZ with financing from German Ministry for Development Cooperation.

10.1.7 Specific social issues
Employment impacts of renewable energy development lie in the potential close-down of old plants,
and shift of employment to renewables. In all likelihood, renewable electricity generation will be
additional to fossil fuel based energy, so apart from regular phase-out of old plants, closures of
traditional plants due to renewables development are not expected. In the renewables sector, the
local employment is mainly in the parts of the value chain described further above – installation,
electrical works, construction and maintenance, etc. “During the construction phase of the Tangiers
Wind Farm, the workforce peaked at 500 workers. Indirect jobs, notably for the construction of wind
turbines, are estimated at 14 jobs/MW, or 2100 for the Tangiers 2 Project and 4200 for Al Baida
Koudia 2”

248

. Given that renewable energy equipment and construction is a nascent sectors, there

is no information available on working conditions.
Currently, Morocco’s dependence on primary energy imports leads to large price fluctuations which
need to be balanced by subsidies. With increased renewables deployment, electricity prices may
stabilize due to less dependence on fluctuating fossil fuel prices. Stable energy prices can prevent
social unrest. Regarding the level of energy prices, it is unclear whether the existing technologies
are advanced enough to undercut the prices of traditional generating technologies.
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AfDB (2011)
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Renewables can also contribute to rural electrification as they often provide opportunities for off-grid
supply of electricity. This has, however, already largely been achieved: in 2011 the rate of rural
electrification stood at 97.4%.
In the case of large-scale projects, relocations due to plant construction are rare: Wind farms are
concentrated in the coastal areas, with the mills often standing on local peaks; the identified solar
fields are in desert environments. For wind energy projects, single household relocations have been
reported, but they are rare because of little settlement on peaks.

249

The land is often purchased

from local communities, which can use these revenues for local development projects (as was the
case in Ouarzazate).

250

The construction and renovation of roads for access to plant sites has the

side effect of linking up isolated rural communities.

10.1.8 Specific environmental issues
Currently, the reliance on traditional electricity generation contributes to pollution: CO2, emissions
affect climate change, and emissions of NOx, SOx, and particulate matter (PM) have a negative
local effect on human health and ecosystems. Increased reliance on renewable energy can reduce
these effects.
Note that at the moment, a large part of the CO2 emission reductions take place within the Clean
Development Mechanism, meaning that an offsetting of emissions elsewhere takes place, not a
pure reduction. However, it is positive that emissions are reduced where it is more cost-efficient to
do so.
Within Morocco, the replacement of fossil fuels by renewable energy needs to be seen from a longrun perspective. A shut-down of fossil fuel based plants before their regular “lifetime” can hardly be
expected. However, greenfield investment will increasingly consist of renewable energy capacity,
thus gradually changing the energy mix in Morocco and reducing its environmental impact.
The increased use of solar energy for rural households – which is subject of smaller programs of
the Moroccan government – can have another important environmental effects, as it can be a
substitute for traditional biomass use (charcoal and wood). It can therefore reduce deforestation
and land degradation.
In the case of renewable energy equipment, emissions occur only in the production phase, of which
only a part is in Morocco; the use phase is emission free. During construction of renewable energy
plants soils, fauna and flora can be affected, but this effect is limited in time.
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Increased land use

appears to be of limited relevance because renewable energy plants are mostly situated in desert
areas or on hilltops, thus not constituting a land use conflict.
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AfDB (2011): Renewable Energy and Global Electrification Project – SESA Summary. Available at
http://www.afdb.org/fileadmin/uploads/afdb/Documents/Environmental-and-Social-Assessments/EESSRenouvelable%20et%20PERG-Resume_English.pdf
250
AfDB (2012) Project Appraisal Report: Ouarzazate Solar Power Station – Phase 1. Available at
http://www.afdb.org/fileadmin/uploads/afdb/Documents/Project-and-Operations/Morocco%20%20%20AR%20Ouarzazate%20Project%20I%20%282%29.pdf.
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See for the following two bullet points AfDB (2011).
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10.2 Market access in the energy sector
10.2.1 Market access in Morocco
Electricity – trade barriers:
•

Technical trade barriers (capacity of interconnection lines) limit cross-border electricity
exchange.

•

On Moroccan soil, every power supplier interested in investing needs to become a
concessionaire of ONEE – liberalization is ongoing, but there is no real free market access yet.

Equipment - trade barriers:
According to the WTO integrated database, Morocco imposes an effectively applied tariff of 0.83%
on nine products within the group of wind-powered electric generating sets. At an import value from
the EU of around $34 million in 2012, this implies costs for the exporters of around $280,000. For
PV equipment, the effectively applied tariff is 0.98%, and the number of products under tariffs is 82.
With the EU import value of around $6 million, this corresponds to costs of around $60,000 in
2012.

252

However, tariffs between Morocco and the EU are already being reduced following the

Association Agreement; the DCFTA will not have an effect on this.
For both PV and wind power equipment, a few non-tariff measures are imposed by Morocco which
the country has in place for all products it imports. These include service charges (merchandise
handling or storage fees, and other service charges), variable charges, ad-hoc customs
surcharges, and exchange allocation regulations.
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10.2.2 Market access in the EU
Electricity – trade barriers:
Technical trade barriers (capacity of interconnection lines) limit cross-border electricity exchange.
Subsidies for electricity in Europe may distort competition (feed-in tariffs were in place in Spain, but
were suspended in 2012).
Electricity – EU imports:
The import level is low in the EU as a whole, also for technical reasons. Importers are usually
neighbouring countries. Note that Morocco is a net importer of electricity. The Desertec project
plans to develop capacity in Northern African states to first accommodate their own demand, and
then become electricity exporters to Europe in the long run. The Transgreen project complements
this plan, as it intends to increase import possibilities by bridging the technical difficulties (building
transmission lines). The Sahara Wind project also has the clear goal of exporting renewable – in
this case wind – energy to Europe, but again its implementation is a very long-term view and
depends on sufficient grid capacity and connection.
Equipment – trade barriers:
The EU has import tariffs on wind power electric generating sets in place, namely an effectively
applied tariff of 2.7% valid for 26 products of this category. These 26 products represent EU imports
in the value of $105 billion, but the Moroccan share of these imports is negligible. Regarding PV
equipment, EU import tariffs are zero except for countervailing measures against Chinese imports
(see also further below).
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Sources: WTO Integrated database, COMTRADE.
Source: UNCTAD Trade database, Market Access database.
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Source: WTO Integrated database.
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Several EU non-tariff measures are relevant for PV and wind power equipment. These are product
quality or performance requirements, certification requirements, conformity assessment
requirements, and in the case of PV also an inspection requirement.

255

Equipment – total imports in the EU:
Solar panels are mainly imported from China (China had a market share of around 80% in the
beginning of 2013). The EU has implemented anti-dumping countervailing measures and is
investigating further anti-subsidy measures. Domestic capacity in the EU is much higher than
current purchases, so the lowered imports from China (if they are lowered) can be expected to be
compensated by domestic suppliers. The Moroccan solar panel market would need to pick up to
make Moroccan producers become large enough and globally competitive.
Wind power equipment is mainly sourced domestically in the EU (with Siemens, Vestas, Gamesa,
etc. the EU has important producers). EU exports of wind power equipment are about 20 times as
large as imports.

256

There is no significant export of wind power equipment from Morocco.

CSP is most relevant in southern countries (esp. Spain) and Spanish firms are leading on
developing these installations.
Trade barriers on primary energy are not relevant in this context, as trade in primary energy
between the EU and Morocco is negligible – main trading partners in both cases are Middle Eastern
countries.

10.3 Assessment of the impact of the DCFTA on the energy sector
10.3.1 Summary of CGE results
It is hard to derive an impact of the DCFTA on the energy sector from the CGE results, as no sector
defined in the model directly corresponds to the issues and developments described in this study.
The most direct connection can be observed with primary energy (i.e. fossil fuels). The DCFTA has
almost no effect on primary energy according to the CGE results. The model predicts a slight
decrease in consumption – this is remarkable when looking at the development so far (which has
shown steady increase in primary energy consumption in recent years). The underlying reason are
composition effects due to the DCFTA – the reduction in output of sectors which intensively use
primary energy. This however does not necessarily imply a decrease in electricity demand, so we
cannot draw clear conclusions from the CGE model regarding the demand for electricity generated
from renewables.
Looking at production of renewable energy equipment, we can find the products of the PV and wind
equipment category in the CGE modelling sectors “Electronics and computers” and “Other
machinery and equipment”, respectively.
•

For electronics – which PV is a part of – the CGE model predicts a decrease in value added in
Morocco by 3% due to reduction in goods NTMs, while for the EU an increase by 0.4% is
estimated. EU exports to Morocco in the sector are estimated to increase by 29.4% and
Moroccan exports to the EU by 44.2%.

•

In the case of Other machinery and equipment, incorporating wind power equipment, the CGE
model predicts an increase in Moroccan value added by 7.9% due to reductions in goods
NTMs, while EU value added in the sector will decrease by 0.04%. EU exports to Morocco are
estimated to grow by 26.5% due to reductions in goods NTMs, although the effects of the
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Source: UNCTAD Trade database, Market Access database.
Source: COMTRADE.
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services liberalisation and spillover effects reduce this number a little. For exports from Morocco
to the EU in the sector, the model even estimates an increase by 73.7%.
•

Most likely CSP equipment would also be classified in “Other machinery and equipment” and
trade in these products could also profit from the NTM reduction due to the DCFTA.

10.3.2 Economic Impact
A direct economic impact of the DCFTA on the energy sector is hard to measure because primary
energy, which is clearly represented in the model, is hardly affected. Moreover, the effect of the
DCFTA on renewable energy equipment production cannot be singled out from the effects on the
aggregate production sectors which are shown as model outputs.
But we can deduce some indirect economic effects through causal chain analysis:
•

The DCFTA may make imports of RES equipment easier due to goods NTM reduction:
-

Given the non-tariff trade barriers for PV equipment mentioned above, the modelling results
for the electronics sector – although not specific to PV-related goods – support the
expectation that trade in PV equipment is likely to increase between Morocco and the EU as
a result of the DCFTA.

-

Trade in wind power equipment could also profit from a reduction in goods NTMs according
to the modelling results. Moroccan value added is expected to grow strongly in this sector,
but given the export figures for wind equipment so far, production and exports for these
specific products are unlikely to pick up.

•

Another channel of the DCFTA to increase trade is the reduction of barriers in services trade,
which potentially eases the costs of installation and maintenance services. This however has a
negative effect on EU exports to Morocco in the Other machinery and equipment sector
according to the CGE results.

The most important effect of the DCFTA is therefore through the reduction in NTMs – with
increased harmonization of regulation and standards, large-scale investments can be stimulated
much more than by tariff reductions. It has to be noted though that for large foreign direct
investments (with a value above MAD 200 million), among which all large renewable energy
projects fall, the national investment agency acts as a one-stop shop and therefore reduces
administrative costs anyway.
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Nevertheless, the DCFTA’s reduction in NTMs can further reduce

such costs. As a result, the DCFTA can stimulate renewable energy deployment in Morocco
because it can make access to equipment from the EU easier. In comparison to goods from Asia,
which are increasingly imported in Morocco, European equipment producers can offer
accompanying services more easily, both because of geographical proximity and because of
reductions in services trade barriers. This means that European producers gain in competitive
advantage here due to the DCFTA, and they can provide knowledge transfer to Moroccan buyers.
The DCFTA can thus strengthen the EU’s export position and improve Morocco’s access to
equipment and knowledge. It therefore can contribute to reducing Morocco’s dependence on
energy imports. However, the exact impact of the DCFTA – in light of existing strategies and
investment policies – is hard to single out. More support for small-scale renewable energies would
have the potential to increase the role of smaller-scale trade – as opposed to large investment
projects – and thus give more weight to the DCFTA’s provisions.
In addition to improved access to equipment, we can expect that the DCFTA leads to a more
favourable investment environment also for renewable equipment production. Examples like the
solar module production at the Moroccan subsidiary of a Spanish firm may become more common.
With increased investment and knowledge transfer, the DCFTA can therefore contribute to a
257
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OECD (2010).
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stronger development of renewable energy generation in Morocco, especially along the vertical axis
shown in Figure 10.7. If and once this development picks up, the EU of course offers a large export
market for those products in light of the DCFTA and tariff phase-out. More support for small-scale
renewable energy production in Morocco would help potential Moroccan producers to build up
experience in the sector.
The possible indirect economic impacts of the DCFTA on the Moroccan energy sector are
increased trade in renewable energy equipment between the EU and Morocco, decreasing
Moroccan imports of primary energy (or at least less increase in imports), potentially increasing
exports of electricity, and – through an improved investment environment – the gradual
development of Moroccan renewable energy equipment production.

10.3.3 Social impact
The social impact of the DCFTA is related to the social issues mentioned above (section 10.1.7).
The DCFTA may, as discussed in the section on its economic impact, lead to an amplification of the
effects of renewable energy deployment and production. It can therefore contribute to reducing
energy price fluctuations, which could otherwise lead to social unrest. The construction of
renewable energy plants is largely associated with positive impacts for local communities, where
household relocations are rare and benefits from land sales can be invested in community issues.
Through fostering both the construction of renewable energy plants and, more indirectly, the
production of the underlying equipment, the DCFTA can also contribute to increased employment.
But its exact contribution on all these social issues cannot be quantified.

10.3.4 Environmental impact
As for the social impact, the impact of the DCFTA on the environment is as hard to quantify as the
general impact of the agreement on the energy sector. For primary energy, it is remarkable that a
stabilization or even slight reduction of consumption is predicted, which is contrary to the trend in
recent years. According to the model, this is due to composition effects moving economic activity
more towards less energy-intensive sectors. However, this predicted change is very small.
Therefore the question is less about reducing energy use than about replacing fossil fuels with
renewables. As said above, this replacement needs to be seen from a long-run perspective. A shutdown of fossil fuel based plants before their regular “lifetime” can hardly be expected. However,
greenfield investment will increasingly consist of renewable energy capacity, thus gradually
changing the energy mix in Morocco.
The environmental impacts of the DCFTA through increased renewable equipment trade and
increased deployment of renewable energy plants are thus essentially the same as described in the
section on specific environmental issues (10.1.8): increased use of renewables can gradually
reduce the amount of greenhouse gas emissions and local air pollutants, or at least contribute to
limiting the growth in these emissions. Again, the impact of the DCFTA on the already ongoing
activities in the renewable energies sector is not possible to quantify exactly.

10.4 Conclusions
The Moroccan energy sector is developing rapidly. In light of strong dependence on primary energy
imports, ambitious strategies are in place to increase the use of renewable energy sources in
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electricity production, especially through large-scale projects. The impact of the DCFTA within this
development is hard to quantify.
Due to the reduction in barriers to trade in goods and services, European equipment producers may
regain a competitive advantage vis-à-vis Asian producers, while offering the advantage of more
direct contact and knowledge transfer to the Moroccan buyers. Such a close collaboration can
accelerate the deployment of renewable energies, and can form the basis of increased know-how
on the Moroccan side.
On the other hand, with the focus of the Moroccan strategies on large-scale projects, less attention
goes to plain trade relations than to investment relations. While not being directly concerned with
investment relations, the DCFTA can be expected to contribute to a more favourable investment
environment for European firms. This can have two major effects: In the shorter run, investments of
European firms in large-scale power projects – such as wind parks – may become easier. This can
foster the Moroccan renewable energy deployment and contribute to less dependence on energy
imports, maybe even to electricity exports to the EU. In the longer term, European investment may
extend to production facilities in renewable energy equipment. Then, through investment and
knowledge transfer (also through increased trade, see above), Morocco would be developed into a
player on the renewable energy equipment market, with preferable access to the EU market.
Overall, this would result in less energy import dependence, less fluctuating prices and more social
stability, less pollution, and potentially in the creation of employment not only in the installation of
renewable power plants, but also in the production of components. The influence of the DCFTA on
these environments, however, is a very indirect one.

10.5 Policy recommendations
The table below summarizes the main policy recommendations for the Moroccan energy sector in
the context of the DCFTA and renewables development.
Table 10.2 Policy recommendations
Policy measure

Potential to address
Within DCFTA

Ensure reduction of (goods and) services NTMs for trade in

Outside DCFTA

√

renewables equipment
√

Stimulate small-scale renewable energy demand
Facilitation of technical assistance and capacity building in

√

√

(renewable) energy market design
Reduce fossil fuel subsidies

√

Stimulate on-going improvements in investment climate

√

√

The particular focus on the reduction of services NTMs (and also goods NTMs) in the case of
renewables equipment can facilitate a win-win situation: EU producers may regain a more
competitive position towards their Asian competitors; and they can offer their products with
accompanying services, therefore transferring knowledge to Moroccan counterparts. The increased
know-how in Morocco can form the basis of a larger Moroccan share in value added of renewable
energy.
The stimulation of small-scale renewable energy demand contributes to the same aim. So far,
Morocco has support schemes for large-scale renewable energy projects, and very small support
schemes for small scale solar heat & power systems. But small scale PV connected to the grid is
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essentially discouraged – while such small-scale projects would be the ideal field for smaller
Moroccan producers to enter the market and gain knowledge, without requiring large investments.
Therefore support schemes for small-scale, grid-connected renewable energy – such as feed-in
tariffs for PV modules on rooftops, or at least allowing these installations to feed into the grid –
would be a useful measure complementing the large investment project initiatives.
In this context, the provision of technical assistance in the market design of electricity and
specifically, of market support schemes for renewables, could be an important flanking measure
delivered by the EU as part of the DCFTA and beyond.
A reduction of fossil fuel subsidies can be another point to be addressed in the DCFTA, which can
contribute to improved competitiveness of renewables by reducing market distortions. Of course,
such measures need to be carefully balanced against the socially important function of stable
energy prices.
Finally, through increasing security in business relations, the DCFTA can and should stimulate the
investment climate, potentially flanked by measures outside the DCFTA. Then increased European
investment can accelerate Morocco’s path to more renewable energy deployment, and can help
Morocco to gradually take a larger role in the value chain of renewable energy equipment.
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11 Summary and conclusions

The main conclusions from our preceding assessment of how the trade and trade-related provisions
under negotiation could affect economic, social, and environmental issues in the EU and Morocco
are summarised and presented in this chapter.

11.1 Economic impact
From an economic perspective, the DCFTA between the EU and Morocco is estimated to result in
overall positive effects for both regions. That is, the results at the macro levels are on average
positive for both regions. Studying the economic effects of the DCFTA in more detail for specific
economic sectors shows that some sectors are expected to increase output and exports as a result
of the DCFTA, whereas others are expected to experience a decline in the main economic
indicators such as output, value added, employment and exports.
Main conclusions at macroeconomic level
The DCFTA is expected to have a significantly positive effect on national income for both trading
partners. As Table 11.1 shows, the estimated annual gain for the EU from negotiating a DCFTA
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with Morocco is a €1.4 billion increase in national income in the long run. However, given the size
of its economy, this increase is negligible in percentage terms (zero per cent). The national income
gains for Morocco are almost identical in absolute size, €1.3 billion in the long run, but translate into
a significant 1.6 per cent increase in GDP (as its economy is smaller). The effects on third countries
are negative but close to zero in percentage terms. We thus do not expect significant trade
diversion effects from the DCFTA between the EU and Morocco.

Table 11.1 Main macroeconomic effects of the DCFTA for the EU and Morocco
Variable

EU

Morocco

EU

Short Run

Morocco
Long Run

National Income, Million €

834

1,145

1,403

1,300

GDP, % change

0.0

1.3

0.0

1.6

Consumer prices, % change

0.0

0.4

0.0

0.4

Wages, less skilled % change

0.0

1.4

0.0

1.5

Wages, more skilled % change

0.0

1.6

0.0

1.9

Total Imports, % change

0.0

8.0

0.0

8.4

Total Exports, % change

0.0

15.3

0.0

15.3

Source: IIDE CGE modelling calculations

The combined impact on Moroccan exports and imports lead to a relative improvement in
Morocco’s overall trade balance. Average wages are expected to increase by 1.7 per cent in the
long run, while consumer prices are expected to slightly increase by 0.4 per cent, leading to an
overall increase in purchasing power for the average Moroccan citizen. Regulatory convergence
258

These estimated effects do not include the effects from concluding the recent October 2012 agreement on agriculture
between both regions, since this agreement is taken to be part of the baseline situation before negotiating the DCFTA.
Alhough not the focus of this analysis, the economic effects of the October 2012 agreement for Morocco and the EU are
reported in Annex E.
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and approximation of standards between the EU and Morocco (goods NTMs) drive almost the
entire gain in national income for both Morocco and the EU.
Main conclusions at sector level
The net macroeconomic gains of concluding the DCFTA can be split into sectors that are likely to
gain from the DCFTA and sectors that are likely to contract due to the DCFTA. For the EU, the
relative changes in production at sector level are close to zero for all sectors in the economy. For
Morocco, the most significant change in value added is expected in the other machinery and
equipment sector, which is estimated to see value added increase by 8.5 per cent per year in the
long run. This sector is also estimated to experience the largest absolute increase in exports
(+€3.3. billion in the long run, corresponding to a 71 per cent increase of current export volumes).
Two other sectors in which significant increases in value added are expected are the vegetables
and fruits sector (+4 per cent increase in the long run) and the Vegetable Oils sector (+3.5 per cent
increase in value added). The sectors that are estimated to experience a significant reduction in
output are the leather goods (-3.6 per cent) and the lumber and paper products sectors (-3 per
cent). Other sectors that are only slightly negatively impacted but have a significant share in the
Moroccan economy are grains and crops (-2.7 per cent) and ICT and other business services (-1.7
per cent).

11.2 Social impact
Social implications of the DCFTA are mostly determined by changes in the relative prices of
consumer products and wages, job creation and shifts of employment between sectors. In addition,
interactions of the DCFTA with domestic policies and external encouragement to improve labour
standards and foster the Decent Work agenda in Morocco could be important effects of the DCFTA.
Due to the unavailability of a complete and recent household budget survey for Morocco, this study
has not been able to quantitatively assess the effects of the DCFTA on poverty and welfare for
different strata of population groups. While the overall effect on the purchasing power of the
average Moroccan consumer is positive, it might be that certain population groups benefit more
than others. If prices of food products increase, it may be that poorer households gain less (despite
wage increases) since the share of food in their household expenditures is often higher.
The DCFTA is likely to cause some employment reallocation between sectors. An estimated 1.1 per
cent of the total unskilled and skilled labour force is expected to move between sectors due to
changed production structures in the economy. This may be especially difficult for groups with a
weaker socio-economic status and vulnerable groups, such as women, small-scale domestic
producers, etc. as they might lack the necessary skills to make the transition.
Sectors that employ a large share of high skilled workers in Morocco and are likely to attract more
skilled workers are the public and other services and the other machinery sectors. Sectors with a
relatively large share of less skilled workers that will expand their production as a result of the
DCFTA are the vegetables and fruits and the other processed foods sectors.
Lastly, the DCFTA between the EU and Morocco might cause minor changes to the social
landscape in Morocco captured by the Decent Work Agenda. The expected impacts of the DCFTA
on the five pillars of this Agenda have been summarised in Figure 11.1.
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Figure 11.1 Summarised impacts of the DCFTA on Morocco’s Decent Work Agenda
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+ certain sectors
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DCFTA impact on Decent Work Agenda
Source: Ecorys

11.3 Environmental impact
The DCFTA is expected to have a combination of positive and negative environmental effects. In
some sectors with a significant impact on Morocco’s environmental situation, the environmental
repercussion of the DCFTA are likely to be positive, albeit small (e.g. in some industrial sectors,
such as textiles and clothing). In contrast, aggregate output of the agricultural sectors (driven by the
increase in fruit and vegetables and vegetable oils production) is likely to increase a little, which
increases the demand for already scarcely available water sources (due to irrigation needs of
these sectors). The quantitative environmental analysis carried out for this study shows that the
emissions of common type of air pollutants is expected to decline in Morocco as a result of the
DCFTA (Figure 11.2).
Figure 11.2
2.0%

Expected changes in classical pollutants in Morocco due to the DCFTA

Short run

Long run

1.5%
1.0%
0.5%
0.0%
-0.5%
-1.0%
-1.5%
-2.0%
-2.5%
Composition effect

Scale effect

Total effect

Source: Own calculations based on CGE model outcomes and baseline emissions.
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The composition effect slightly dominates the scale effect for SOx, NOx and PM. In monetary terms,
this implies that the DCFTA may in the long run cause a reduction in external costs (related to
health and other implications of air pollution), estimated at €24 million for Morocco. The remaining
estimated impacts of the DCFTA between the EU and Morocco on some of the most important
environmental indicators considered in the study are summarised in the diagram below.
Figure 11.3

Summarised impacts of the DCFTA on the environment

Source: Ecorys
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12 Policy recommendations

This chapter presents proposals for policy recommendations. These are based on the results of the
sustainability assessment of potential economic, social and environmental impacts that were
discussed in detail in the preceding chapters of the report, and previous reports. The
recommendations cover both supportive and preventative/mitigating measures, i.e. measures
needed to reinforce any significant positive sustainability impacts and measures to prevent or at
least mitigate negative sustainability impacts.
In formulating the policy recommendations, we distinguish between measures or initiatives that can
be addressed within the DCFTA (i.e. those recommendations that are directly related to the trade
provisions that are likely going to be included in the DCFTA) and those that would be addressed
outside the DCFTA (i.e. non-trade related (accompanying) measures). The recommendations
provided in this chapter (and report) are provided by the Ecorys study team and do not reflect any
commitment from the European Commission or the government of Morocco.
In this chapter, we first introduce the approach we use to support the formulation of policy
recommendations. The second section presents the context in which the formulated policy
recommendations should be viewed. Thirdly, the overall policy recommendations regarding the
economic, environmental and social pillar of analysis are presented. Finally, the recommendations
following the sector-specific analyses are provided in Section 12.4.

12.1 Approach
The results from the Trade SIA as presented in this report have shown the potential of the DCFTA
to contribute to the sustainable development of the economies of the European Union and
Morocco. Specifically, it has presented the positive and negative effects of the DCFTA on the
economic, social and environmental dimensions of sustainable development. In order to adequately
advise the negotiating teams and policy makers on both we use a tested and continuously
developed approach to support the thought process of formulating the policy recommendations.
This approach has first been applied during the Trade SIA for the FTA between the EU and Ukraine
in 2007 and has continuously been updated since.
The overall and sector specific analyses conducted during this study give rise to enhancing or
mitigating or preventing measures to realise the optimal outcome of the DCFTA. In order to
realise the optimal outcome of the DCFTA, these measures can be translated into specific policy
recommendations either through a legal approach or an economic approach. The legal approach
aims to enforce certain behaviour through regulation (‘the stick’), whereas the economic approach
aims to realise the outcome through economic instruments that stimulate certain behaviour (‘the
carrot’). The legal approach includes:
•

Command and Control measures, which are measures that rely on “regulation (permission,
prohibition, standard setting and enforcement as opposed to financial incentives, that is,
economic instruments of cost internalisation”

259

•

Negligence and liability rules

•

The enforcement of particular technical, sanitary and other standards

The economic approach, on the other hand, includes:
259

The OECD definition of Command and Control (CAC) policy, available through www.oecd.org
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•

Financial measures and

•

Non-financial measures

•

Economic incentives to adopt certain technical, sanitary and other standards

In turn, in order to formulate the appropriate policy recommendations we need to check whether
these measures create trade burdens or trade distortions. In case a certain measure creates a
trade burden or trade distortion, one needs to check whether the burden or distortion is justified.
Subsequently, the preventative, mitigating or enhancing measures that do not impose an
(unjustified) trade burden or distortion, qualify as policy recommendations. This process is
schematically presented in Figure 12.1.
Figure 12.1 Conceptual framework for the formulation of policy recommendations

Source: Ecorys

Several preventative, mitigating and enhancing measures which do not create trade burdens or
distortions may be implemented. Several environmental and/or social regulations and economic
instruments that may create trade distortions or burdens knowingly can also still be implemented
provided that they fit in the ex-ante agreed decision making framework as ‘justified’.

12.2 Context
Before presenting the policy recommendations a number of issues need to be kept in mind:
• Modelling assumptions:
The impacts identified in this TSIA are partly based on the CGE modelling techniques and
additional quantitative analysis implying that they are influenced by the assumptions underlying the
model. An important example of this is that the results generated by the model are based on the
assumption that Morocco approximates to EU regulations and standards, including in the field of
SPS, TBT, etc. Whether these results are realised will therefore largely depend on the outcome of
the DCFTA negotiations and subsequent implementation of policies related to approximation in this
domain.
• On-going structural adjustments:
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The impacts assessed in this TSIA for the DCFTA between the EU and Morocco should be seen in
the context of on-going structural transformation at country level and global level. In line with this,
some of the impacts expected by the DCFTA can be seen as a reinforcement or acceleration of
already on-going structural adjustments, while other impacts of the DCFTA may (temporarily) ease
this adjustment process. Likewise, policy recommendations should take these processes and the
ensuing policies into account.
• Enhanced relations and dialogue between the two parties:
Finally, we should note that this DCFTA is clearly part of the general process of close economic,
political, social and cultural cooperation and dialogue between the EU and Morocco in the context
of the European Neighbourhood Policy (ENP). The DCFTA aims at upgrading existing agreements,
including the Association Agreement of 2000 and the Agreement on agricultural, processed
agricultural and fisheries products of 2012 that has been guaranteeing tariff-free trade for many
products since 2000 and at strengthening Morocco’s advanced status, granted in 2008, marking a
new phase of privileged relations. The DCFTA should reinforce this privileged relationship built over
time and further enhance the policy coherence, technical dialogue, co-operation and sustainable
development, including the human rights issues, to allow the gradual integration of the Moroccan
economy into the EU single market.

12.3 Overall recommendations
The findings of this study indicate that the DCFTA can help deliver important economic benefits to
both the EU and Morocco. It is essential, however, to note that this will be only achieved if carried
out as part of a comprehensive development strategy in Morocco, in combination with measures to
achieve fuller economic integration. Also, it is worth taking into account the social, economic and
policy context in which the DCFTA and its mitigating and enhancing measures will be implemented.
Context factors (including political pressure, silent resistance, geographical distribution effects, etc.)
may lead to different outcomes than expected. It is therefore crucial to:
•

Involve relevant stakeholders (with varying interests being adequately represented) in the
process in order to achieve the implementation of effective preventive/mitigating and enhancing
measures for sustainable development;

•

Clearly define the policy measures and develop them into action plans with clear economic

•

Establish an institutional framework for adequate monitoring and evaluation to review the

social and environmental goals for both parties;
implementation of the actions plans and to ensure that policy measures are monitored,
reviewed and if necessary amended. This body would provide for regular consultation with civil
society in the EU and Morocco, and would be required to report regularly, in a transparent
manner, to high-level EU – Morocco Association Agreement meetings;
•

Within these reviews, refine the plans as necessary to ensure that the specific
recommendations derived from the TSIA study are appropriately incorporated;

•

Put in place flanking policies with appropriate pacing and sequencing of liberalisation and
regulation to address potential adjustment costs related to the DCFTA, with the aim to
achieving positive outcomes in terms of reconciling efficiency with social considerations.

12.3.1 Policy recommendations related to the economic pillar
Although the DCFTA is expected to enhance economic growth in Morocco, it is clear that some
sectors will gain while other will lose. Table 12.1 summarises the economic policy
recommendations in the context of the DCFTA, which are subsequently explained in more detail.
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Table 12.1 Recommendations for the economic pillar
Policy Measure

Potential to address
Within the DCFTA

Facilitation of technical assistance and capacity building in

√

Outside the DCFTA
√

regulatory approximation process (e.g. SPS, TBT, trade
facilitation, etc.) based on a thorough needs assessment.
√

Provision of technical assistance and capacity building in
sectoral and business upgrading, especially SMEs to
increase their competitiveness
Stimulate on-going improvements in business and

√

√

investment climate.
Enhance public-private dialogue through well-structured

√

mechanisms.
Support regional and local economic development

√

Enhance governance and fight against the informal

√

economy

The effects at the sectoral level show that there will be some sectors that are expected to contract
as a result of the DCFTA (e.g. grain and crops and ICT and other business sectors). Although this
may just speed up or enhance processes of structural transformation already under way, it could
have significant economic, social and environmental consequences in the short to medium term. By
phasing-in regulatory approximation, the relevant sectors could be given time to adjust gradually,
limiting the effects of this shift. Accordingly, it would be important to establish a timetable for phased
reductions in NTMs to allow for an orderly adjustment period in these sectors that are expected to
experience substantial adjustment costs. A properly structured timetable can help militate against
costs associated with adjustment. In addition, It will allow affected sectors to brace for increased
competition or reallocate resources into more productive sectors, while providing time for
institutional arrangements to evolve to meet the needs of a changing economic environment. The
timing of reductions in tariffs and quota restrictions for sensitive products should be conditional on
compliance with improvements in relevant legislation and its enforcement as well as a set of
sustainability criteria.
The estimated impact of the DCFTA is based on the assumption of regulatory convergence and
approximation of standards (e.g. SPS and TBT) between the EU and Morocco. Without this
approximation, many of the benefits may not materialise. Although the harmonisation of the
horizontal legislation (i.e. rules that apply across all sectors) and the upgrading of quality
infrastructure in the fields of standardisation, accreditation, conformity assessment, metrology and
market surveillance is well advanced in Morocco, additional and substantial investments are still
needed to complete the whole process. It requires the adoption of European standards, full
harmonisation of Morocco’s laws and regulations, withdrawal of national conflicting ones, and
further upgrading and developments of the adequate quality infrastructure. Furthermore, the
private sector needs to be aware of the changes and possibly support in making the necessary
adjustments. This is a timely and costly process. Morocco could benefit from donor support (EU or
other donors) in this area/ This assistance should take into account past and current initiatives, and
be based on an assessment of remaining needs.
Moroccan exports still rely heavily on low value added products. Fostering the economic benefits of
the DCFTA therefore requires the upgrading of production (goods and services), in order to
increase export value. Sectoral upgrading is also a necessity, implying a shift in focus towards
knowledge-intensive and high value-added sectors and segments within these, such as ITC, textile,
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etc. Overall, Morocco should seek business upgrading: make better products more efficiently, and
move into higher-skilled activities. Over time, this should foster skilled employment and increase
wages, set a higher price of production and increase the terms of the country’s trade balance. An
approach moving away from free zones and cheap labour towards higher value added value for
the long run should also be envisaged by the Government. These are therefore areas where
technical assistance would be needed.
Additionally, there are large number of companies, notably Small and Medium Enterprises (SMEs)
that mainly produce for the domestic market. They will face increased competition from imports as a
result of the DCFTA and it is therefore important to improve their competitiveness. At the same
time, the DCFTA will create opportunities for business, and companies should be encouraged to
reap these benefits. Liberalisation gives rise to competition and, with it, increased efficiency and
quality service at lower cost. The benefits for both Moroccan producers and consumers of
increased presence of EU companies in Morocco, in particular in the services sector are most likely
to outweigh potential negative consequences for them. While some jobs will inevitably be lost as a
result of the entry of large scale players these new investments will also create new job
opportunities but at a relatively higher level or skill attainment. The presence of new relatively larger
and more technologically advanced players on the Moroccan market will also result in a
demonstration effect, whereby local players will be forced to upgrade their level of
products/services (as well as possibly revise prices) all to the benefit of the consumer. If well
planned, the impact of foreign companies could be positive: transfer of know-how, management
techniques, and technological changes. To prepare SMEs for increased competition, enhancing or
mitigating measures may include training, support for innovation and access to finance.
In order to fully reap the benefits of the DCFTA, policy measures to further develop and improve the
business and investment climates are needed. In particular, a strengthened investment policy is key
to sustain growth and development in the country. There is a need to attract quality foreign
investments (FDI) and channel them to technology-driven enterprises, to provide the necessary
capital input, create jobs and ensure the development of new skills. Investment policy frameworks
could be improved by improving governance and reducing burdensome regulatory procedures, and
by bringing different laws and regulations in line with one another. These issues need to be
addressed by Morocco within and outside the DCFTA process but may well be worth (continued)
support from the EU as an element of development cooperation
Regular consultations with the business community and civil society should also be considered.
The study showed that a consultation mechanism between the public and private sector on trade
and business development issues exist, however it tends to favour large well-established
companies that have an influence in important circles. Thus, SMEs are less represented,
consultation with civil society groups is only sporadic, and with academia or media non-existent. In
addition, some sectors are less well represented than others which is another factor distorting the
consultation exercise. These issues could be improved by the Government.
Moreover, it is important for the Government to support regional economic development: not only
focussing efforts in big cities but also in rural areas with the aim of reducing high and persistent
unemployment and defining new sources of economic growth. Priority should be given to policy
mechanisms and structures that tackle unemployment, support job creation and stimulate growth at
the local level. This will ensure inclusive and sustainable growth. The challenge for Morocco is to
build on the success of the economic reforms put in place so far, accelerating the pace of change
and developing new skills, but at the same time avoiding the risk of developing a dual economy,
where a fast-growing urban economy ever more integrated with the EU is offset by a backward rural
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economy. This may well be worth (continued) support from the EU as an element of development
cooperation.
Finally, although many efforts were made by the Government, findings from this study suggest that
there are still some shortcomings particularly with respect to the quality of regulatory governance
and the enforcement of regulations in Morocco. Strengthening the regulatory frameworks in
Morocco is a cross-cutting policy priority and an essential base on which to build adequate flanking
policies. In particular, it would be important for Morocco to enhance governance, as responsive,
transparent and accountable public institutions are essential to reducing poverty and stimulating
growth. In order to foster good governance, the Moroccan government should aim to formulate and
implement national programs strengthening inclusiveness and accountability mechanisms. This in
turn will allow for the reduction of the informal economy, which currently plays a critical economic
and social role as a source of work and revenue in Morocco. Measures should be taken to convert
informal activities into taxpaying entities; new incentives could be developed to motivate those
profiting from the informal sector into moving into the formal economy. This could be fairer
corporate taxes, enhanced social benefits/national insurance, etc.. The objective of such measures
would be to include the (substantial) benefits of the informal economy into the formal economy, thus
the Government collecting more taxes and securing the values of development for the
people. These are therefore areas where technical assistance would be needed.

12.3.2 Policy recommendations related to the social pillar
Table 12.2 presents the social policy recommendations.
Table 12.2 Recommendations for the social pillar
Policy Measure

Potential to address
Within the DCFTA

Allow for phasing in of regulatory approximation

Outside the DCFTA

√

at sector level, especially for those sectors
where the social impact will be high.
√

Support flexibility of labour market to facilitate
the reallocation between sectors while ensuring
that worker’s rights are respected in law and
practice

√

Further develop social protection system, with
attention for coverage, financial management
and price levels.

√

Support entrepreneurship and training
programmes to allow easier update and
upgrade of human capital, with a clear link to
labour market requirements

√

Provide assistance in upgrading education and
training programmes and improving institutional
and regulatory environment in the social policy
sphere to address the skill gaps.

√

Provide assistance to improve the educational
links with the labour market to address the
mismatch between supply and demand
Prevent risks of pressures to lower the labour

√

√

standards due to rising international
competition, e.g. by effective implementation
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and enforcement of relevant ILO and by
approximating domestic legislation to EU acquis
in the area of labour.
Effective implementation of HR treaties, with a

√

√

focus on vulnerable groups (e.g. children,
women, minorities, disabled, etc.)
Enhance policies to reduce the scale of youth

√

unemployment

In some sectors where reduction of trade barriers could lead to rapid deterioration in the economic
and social climate, a gradual and extended in time period for phasing in of regulatory
approximation should be considered during the negotiations. This would help to absorb the
negative effects, allowing for more adjustment time. These cases would need to be analysed
individually taking the delayed adjustments into account.
As mentioned above, the findings of the study showed that some sectors will gain while others will
lose (eg. lumber and paper products, grain and crops, etc.) and the associated employment
reallocations between sectors may be difficult for some groups. This relocation is expected to be a
major challenge from the social policy perspective, as it probably will disproportionately affect the
weakest groups of the workforce, i.e. people with low human capital and low skills are particularly
likely to face a challenge of finding new employment opportunities. This requires the adoption of
policy measures at both macro-level and household-level to foster competencies essential for
facilitation of labour mobility.
At the macro-level, policies would necessitate to eliminate constraints that hamper factor
reallocation, eliminate the rigidities in and support flexibility of the labour market, facilitating the
reallocation between sectors while safeguarding worker’s rights. Another policy area would be to
support sectors with growth potential as this support will benefit and expand more rapidly and will
be able to absorb additional workers. At the household-level, reinforcement of unemployment
benefit schemes, capacity building activities, entrepreneurship programmes that already exist in
Morocco, should be reinforced to help employment reallocation. These measures are vital for
sustainable growth and employment reallocation, particularly for women who are accounted to be
among the most vulnerable groups, and could benefit from donors support.
Whereas the CGE model indicates the winning and losing sectors from the DCFTA, there are
several other forces that influence the demand for skills and competencies. Public policy
programme should therefore focus on two additional important policy areas:
Addressing skill gaps: reforming and developing the education system is an imperative, as this is
the highway to an efficient and healthy labour force, increased competitiveness and reduced
poverty. According to the UNESCO, adult literacy rate in Morocco only averaged 56% in 20072011. Lack of investment and low wages in education, mostly in rural areas, has led to the shortage
of qualified staff and lack of equipment which increased skills gaps. Government need to explore
ways of keeping skilled workers in education and match the education system with jobs
requirements.
Addressing the mismatch between demand and supply can be achieved by ensuring that education
links with the labour market are strengthened, including through clearer signals from the Labour
Ministry about evolving skills needs in the labour market. Link job market requirements to
educational programmes. Training in these programmes should therefore be strengthened to match
labour market needs
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All these issues need to be addressed by Morocco within and outside the DCFTA process but may
well be worth (continued) support from the EU as an element of development cooperation.
Both the EU and Morocco should be interested in securing the process of gradual improvement in
labour standards in Morocco, in such a way that it is not put at risk due to increasing competition
after implementation of the DCFTA. For this purpose specific commitments in this sphere could be
included in the DCFTA In addition, domestic measures should be implemented in Morocco (e.g.
related to the effective implementation and enforcement of the ratified ILO fundamental, priority and
other up-to-date conventions and the domestic legislation in the area of labour; ratification and
implementation of other relevant ILO Conventions, as well as gradual approximation of the
domestic legislation to the EU acquis in the area of labour), These measures could benefit from
support (transfer of know-how and funding) in development cooperation of the EU or other donors.
With respect to human rights more general, effective implementation of human rights treaties will
help to uphold human rights. This is especially important for vulnerable groups, like children,
disabled, women, minorities, etc. For example, the expected increase in consumer prices needs to
be taken into account in the social security system (indexation).
Sustainable growth and employment generation are part of Morocco government major objectives.
The high level of unemployment among the youth is a major concern for the Government to ensure
social inclusion and sustainable growth. The average unemployment rate among the youth has
steadily been on the rise, reaching 21.9% in 2009 with a participation rate of 30.3%. This issue is of
particular importance for both, male and female. With focused technical assistance, the
Government should consider assessing the effectiveness of its programmes and accordingly
implementing policies that have already been successfully experimented in some OECD countries.
The EU through targeted co-operation and assistance could help in implementing a well-designed
combination of supportive macroeconomic policies and employment, labour market and social
protection policies to remedy to this problem.

12.3.3 Policy recommendations related to the environmental pillar
Table 12.3 presents the environmental policy recommendations.
Table 12.3 Recommendations for the environmental pillar
Policy measures

Create incentives for environmentally friendly production

Potential to address
Within DCFTA

Outside DCFTA

√

√
√

Maintain or further improve incentives to improve efficient
use of water in agricultural and industrial production

√

Improve waste collection and waste management systems
Ensure effective implementation and enforcement of

√

√

CITES
Consider creating mechanisms for monitoring of

√

environmental (and social) impact of the DCFTA (and
more broadly EU-Morocco relations)
Provision of (technical) assistance in environmental policy

√

The extent to which the DCFTA between the EU and Morocco contributes to ‘greening’ the
economy can be reinforced through trade and non-trade related provisions. Morocco can make
economic growth greener by promotion of green practices, reduction of barriers to green investment
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and innovation and reduction of environmental risks. In policy terms actions supporting green
growth should combine a range of instruments such as specific education and trainings, smart
allocation of resource and land rights, creating conditions for behaviour change and facilitating
businesses to fully integrate sustainability and equity concern. Other measures to foster the
‘greening’ of the economy include certification of sustainable production and trade, reform of
payments for ecosystem services and others
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. More specifically, the sector analysis on energy

issues in Morocco has shown that support schemes of small-scale solar energy - e.g. feed-in tariffs
for photovoltaic panels on rooftops - could enable Moroccan producers, including SMEs, to gain a
larger share in the production and installation activities of these environmentally friendly goods. At
present, there is no integrated strategy for green growth in place in Morocco and further knowledge
creation is needed to match the requirements of green jobs with the available labour force.
Access to water has been cited in this report as a constraining factor to development of the
Moroccan economy and further improvement of living standards. Especially in the agricultural
sector, the expected positive effect in some economic sectors can be enhanced by ensuring proper
access to water for irrigation purposes. In some cases, the lack of water might even pose a barrier
to growth. Specific trade provisions that eliminate existing barriers and duties to trade in efficient
and innovative equipment from the EU to Morocco could contribute to alleviating the potentially
negative effects of water scarcity. On the other hand, especially accompanying (non-trade related)
measures such as increased technical assistance on agricultural (water) management are likely to
be effective in this situation.
Thirdly, industrial, municipal and hazardous waste currently constitutes an environmental pressure
in Morocco as generated waste is not always collected and treated in an environmentally friendly
manner. The impact assessment has shown that the generation of industrial waste could decline
after the DCFTA, but municipal waste is expected to increase (in line with a growth in GDP). Nontrade related measures such as the provision of technical assistance to support the government in
effective policy design or project finance specifically aimed the waste management sector could be
examples of effective policy measures outside the DCFTA.
As documented in the environmental analysis, trade between the EU and Morocco currently
includes the illegal exchange of Barbary macaque, which is an endangered species living in
Morocco. Even though Morocco is a signatory of the CITES convention, this case proves that the
DCFTA could include a provision providing for more effective implementation and enforcement of
the agreements made in the CITES agreement.
Given the scope for environmental and other sustainable development effects of the DCFTA we
recommend considering the establishment of simple and efficient monitoring mechanisms that
would help both sides in assessing policy implications of certain decisions and processes. Lastly,
on a more general note, (technical) assistance to support the design and implementation of
environmental policy.

12.4 Sector-specific policy recommendations
Chapters 7 to 10 presented the in-depth sectoral analyses, which also included policy
recommendations. These policy recommendations are presented here again, to provide a
comprehensive overview of all recommendations.
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12.4.1 Vegetables and fruits
Table 12.4 Policy recommendations for the vegetables and fruits sector
Policy measure

Potential to address

Potential to

within DCFTA

address outside
DCFTA

Aim for full harmonisation of NTMs in goods and services between
Morocco and its trading partners to ensure full absorption of


potential benefits of a DCFTA. This includes developing a regional



action plan to manage NTMs and advocating a further reduction of
agricultural subsidies in both the Agadir region and the EU.
Create more incentives for private investment in agriculture in
Morocco through innovative financing schemes that help growers



and agribusiness SMEs access finance at low cost and boost higher
value-added production in the VFN sector.
Upgrade the domestic VFN market in Morocco through



modernisation of logistical channels to reduce inefficiencies and
decrease the number of intermediaries in the VFN value chain.
Encourage exchanges between the EU and Morocco to further
develop and implement a modern water management system in



Morocco. In addition to water economisation and the mobilisation of
additional resources, more can be done to recycle existing sources.

Overall, the long term impacts of a DCFTA will be positive in terms of economic and welfare
benefits to Morocco. However, there are some medium to longer term concerns with respect to
social and environmental impacts. In order to mitigate these negative effects, pro-active strategies
and measures are needed. Specifically, Morocco would do well to:
•

Create a stronger domestic market for fruits and vegetables so that it can build a transparent

•

Focus and exploit the Morocco’s culture of a high value-added fruit and vegetables sector as an

and robust logistical infrastructure for VFN that better serves Moroccan agricultural SMEs
element of differentiation and added value.
•

Take a leadership position amongst its Agadir partners to roll out a regional VFN strategy that
builds on the Moroccan Green Plan goals.

12.4.2 Textiles, leather and clothing
Table 12.5 Policy recommendations for the textiles, leather, and clothing sector
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Promote activities that facilitate the social upgrading
√

process in order for additional value-added activities
performed to have a positive impact on the workforce
Address infrastructural bottlenecks in Morocco to facilitate

√

a positive, country-wide impact of the DCFTA
Monitor whether the DCFTA has different regional impacts
for the different industries described in the sector analysis
Minimise service charges related to market access in
Morocco to realize more benefits from EU imports
Establish streamlined support structures for Moroccan
firms, particularly SMEs, to enhance their understanding of
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EU market access requirements
Promote the use of modern production (e.g. CAD systems)
√

and management techniques through for example trainings
and workshops
Strengthen unionisation in order to have a mechanism to
enforce and protect workers’ rights. Potential initiatives

√

should also address the comparably low representation of
women in these organisations
Promote/facilitate access of Moroccan companies on the

√

whole EU market to reap the full benefits of a DCFTA
Promote investments in the sector to upgrade processes
and products, potentially allowing for the move away from

√

(dependent) subcontracting and consequently perform
more activities along the value chain

Since trade between the EU and Morocco is already comparably liberated in the textiles, leather
and clothing sector, policy recommendations mainly address issues that could prevent the DCFTA
of unfolding its full potential effect, and mitigate possible negative impacts.
The CGE simulation predicts declining value-added for the textile and clothing industries.
Consequently, it will be important to promote the use of modern production techniques alongside an
investment policy that supports the transition towards these techniques. Furthermore, companies of
all three industries need to have a sufficient understanding of EU market access requirements in
order to export their products to the EU market. Particularly, measures supporting such
understanding are geared towards SMEs participating more from higher trade intensity between the
two regions as a result of the DCFTA.
Also, from a regional perspective, it has to be stressed that infrastructural bottlenecks that prevent
seamless access to transportation channels need to be tackled. Given a high and growing
importance of responsive supply chains this is particularly applicable to the clothing industry.
Furthermore, taking into account the description of the sector and differences in for example target
market or human resource management approaches between regions with Morocco, it is
recommended, as pointed out in the overall policy recommendations, to establish a system that
closely monitors the impact of the DCFTA on a regional level.
In addition, measure that address the issues spelled out in the social baseline description as well as
its transition into the impact assessment should be addressed. This particularly concerns measures
that support social upgrading as a result of possibly more integration along the value-chain, i.e.
more value-added activities along the vertical chain. Also, unionisation needs to be strengthened to
enforce workers’ rights, which also includes a more equal representation of women in these
organisations.

12.4.3 Offshoring in business support services
Table 12.6 Policy recommendations for the offshoring in business support services sector
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Aim for comprehensive services commitments in as large
as sector aggregation as possible in order to create as

√

much clarity as possible
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Strengthening education and language skills (i.e. English)

√

when the sector wants to expand
Stimulate investments in the development of more value

√

added activities, such as research and development
services

In order to create the maximum possible positive effect from the liberalisation of trade in services,
EU and Moroccan negotiators should aim for comprehensive commitments in services trade. This
implies that, unless otherwise defined, services have free market access and enjoy equal national
treatment for the Modes defined. This would reduce uncertainty and stimulate trade in services.
In order to create the maximum possible positive effect from the liberalisation of trade in services,
EU and Moroccan negotiators should aim for a negative list approach to commitments in services
trade. This implies that, unless otherwise defined, services have free market access and enjoy
equal national treatment for the Modes defined. This structure reduces uncertainty and is likely to
lead to more commitments than if a positive list approach is used. Relatedly, in order to allow the
offshoring to benefit to the highest possible extent, the DCFTA should include a clear definition of
offshoring services between the EU and Morocco and specify clearly whether the trade in
‘offshored’ services would classify as Mode 1 or Mode 2 type of services trade. Such clarity in
regulation is currently not provided by the GATS framework, but would add substantially to investor
confidence and would lower business risk with the positive
Accompanying measure to further support the development of the offshoring sector in Morocco
should be aimed at increases the quality of services offered and supporting the move towards
higher value added services in the sector. One of the sector’s current strengths, the availability of
cheap and French speaking labour, could turn into a barrier to growth if the sector wants to expand
into English speaking markets. Investments and training should thus be aimed at improving
(English) language skills. At the same time, the workforce should also be further educated in order
to be able to execute more knowledge intensive activities so as to keep more value added in
Morocco and expand the sector into more KPO-type of offshoring activities. The current relatively
large amount of exports in research and development services from Morocco to the EU could be an
interesting niche that Morocco could move into.

12.4.4 Energy
Table12.7 Policy recommendations for the energy sector
Policy measure

Potential to address
Within DCFTA

Ensure reduction of (goods and) services NTMs for trade in

Outside DCFTA

√

renewables equipment
√

Stimulate small-scale renewable energy demand
Facilitation of technical assistance and capacity building in

√

√

(renewable) energy market design
Reduce fossil fuel subsidies

√

Stimulate on-going improvements in investment climate

√

√

The particular focus on the reduction of services NTMs (and also goods NTMs) in the case of
renewables equipment can facilitate a win-win situation: EU producers may regain a more
competitive position towards their Asian competitors; and they can offer their products with
accompanying services, therefore transferring knowledge to Moroccan counterparts. The increased
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know-how in Morocco can form the basis of a larger Moroccan share in value added of renewable
energy.
The stimulation of small-scale renewable energy demand contributes to the same aim. So far,
Morocco has support schemes for large-scale renewable energy projects, and very small support
schemes for small scale solar heat & power systems. But small scale PV connected to the grid is
essentially discouraged – while such small-scale projects would be the ideal field for smaller
Moroccan producers to enter the market and gain knowledge, without requiring large investments.
Therefore support schemes for small-scale, grid-connected renewable energy – such as feed-in
tariffs for PV modules on rooftops, or at least allowing these installations to feed into the grid –
would be a useful measure complementing the large investment project initiatives.
In this context, the provision of technical assistance in the market design of electricity and
specifically, of market support schemes for renewables, could be an important flanking measure
delivered by the EU as part of the DCFTA and beyond.
A reduction of fossil fuel subsidies can be another point to be addressed in the DCFTA, which can
contribute to improved competitiveness of renewables by reducing market distortions. Of course,
such measures need to be carefully balanced against the socially important function of stable
energy prices.
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