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EXPLANATORY MEMORANDUM

1. PROBLEMS OF THE REMOTER REGIONS IN THE COMMUNITY

1. Somé Member States of the Community include regions which do. not form
part of continental Europe (French overseas departments, Canary Istands,
Azores and Madeira). In terms of their specific characteristics
(remoteness, small size, island and/or isolated Ilocation, tropical
products, deficient economic structures and low levels of development),
these regions differ markedly from the rest of the Community.

2. The single market will throw up new opportunities for local businesses
as controls are dismantled and competition InjJected into activities that
suffer from the compartmentalization of national markets. But it will also
represent a challenge for them because of their iIntrinsic handicaps, and

this raises a number of questions for the Community, and in particular:

- What steps can be taken to ensure that these regions take advantage o}
the dynamic of the Community-wide market despite the particutar
constraints which they face and which stem in particular from their
remoteness and insularity?

- Will those specific constraints have to be remedied solely by applying
the revised rules for the structural Funds or will special adjustments
also have to be made in the way the common policies are implemented in
these regions?

3. The Commission gave a general reply to these questions when it decided
in 1987 to deal with all the problems of the remoter regions together and
to provide an appropriate framework for the application of the common
policies in each of these regions.



4. As far as the French overseas departments are concerned, the Councli
adopted an appropriate framework for the application of the common policies
(POSEIDOM)1 in December 1989. The adjustments and measures envisaged are
designed to mitigate the specific constraints they face while limiting the
‘effectsAto the local economies.

§. Similarly, following the preliminary report it sent to the Portuguese
authorities2 and the latter's reply, the Commission is presenting, at the
same time as its proposals for the Canary Islands, an appropriate framework
for the application of the common policies to the Azores and Madeira in the
form of a multiannual action programme similar to POSEIDOM.3

2. THE SITUATION OF THE CANARY |SLANDS

6. Although the soclio-economic problems caused by the remoteness of the
Canary Islands are generally similar to those of the French overseas
departments, the Azores and Madeira (see 2.1 above), the situation differs
because of the very special conditions applied to their integration into
the common policies under the Act of Accession of Spain (see 2.2 below),

1 Council Decision 89/688/EEC of 22 December 1989 setting up a programme
of options specific to the remote and insular nature of the overseas
departments, OJ No L 399, 30.12.1989, p. 39.

2 Commission Report on the Azores and Madeira to be addressed to the
Portuguese authorities -~ SEC(90)85 final, 17 January 1990; sent for
information to the Council and Parliament on 13 July 1990.

3 Proposal for a Council Decision setting up a programme of options
specific to the remote and insular nature of Madeira and the Azores
(POSEIMA) - COM(90)687.



2.1 THE SOCIO-ECONOMIC CONTEXT

7. The population of the Canary Islands was more than 1 §00 000 in 1988
(about 0.45% of the Community total) and is expanding significantly. As a
result, close on 50% of the population are under 25 and 33% under 16.
There is a high rate of unemployment (22.4% in 1988; EUR=10.2%),
particularly among the under 25s (51% in 1986).

8. The economic and social life of the Canary Islands is subject to a
combination of permanent constraints:

- Iheir remote and insular nature - in an isolated position along the

African coast more than 1000 km from the Iberian peninsula, the Canary
Islands are remote from supply centres and export markets; this
handicap Is compounded by the fact that they form an archipelago
consisting of seven islands, divided in two administrative areas.4

- Geography and ciimate - a volcanic escarpment which |limits the extent
-of the utilized agricultural area; a dry climate and a shortage of

water;

- The reduced dimension of the island economies, which rules out

economies of scale, and the lack of exploitgblg raw materials

(Including fish resources in Canary Island waters), which makes them
dependent on the outside world;

- Concentration of agriculiture on a few export products (mainly bananas

4 In the west, the Province of Santa Cruz de Tenerife, which comprises the
islands of Tenerife, Hierro, Gomera and Palma and which is principally °
an agricultural area; in the east, the Province of Las Palmas, which
comprises the Isiands of Gran Canaria, Fuerteventura and Lanzarote,
which is the main area for business, tourism, banks and the construction
industry).



and tomatoes) which account for 70% of overall agricultural production
and 60%¥ of the total value of exports;

- A_trade balance which is in structural deficit with a rate of cover of
imports by exports of 29.3X (1987). Overall, 72% of trade is with the
EEC and 54% with the rest of Spain. There is a noticeable tendency
for trade with the rest of Spain to increase, for trade with the
Community of Ten and with EFTA to remain unchanged and for trade with
the rest of the wofld to fall.

10. On account of the above characteristics, the Canary islands are one of
the regions in the Community facing the most acute problems.® As such,
they qualify for the priority accorded to Objective 1 regions under the
revised rules for the structural Funds.

LY

2.2 THE STATUS OF THE - CANARY ISLANDS IN THE COMMUNITY
2.2.1 The options on Spain’'s accession to the Community

11. The problems associated with their insular nature have been
acknowledged ever since the Canary lIslands became part of Castile in the
fifteenth century. This awareness found practical expression over the
centuries in the application of successive exceptional arrangements
designed to compensate for the disadvantages stemming from the
archipeliago’s geographical isolation. Thus, since 1852, the Canary Islands
have benefited from a system of customs eiembtlons on imports (free port),
including special arrangements for the imposition of duties (currently the
"arbitrio insular"). Although the Canary Islands form one of the
17 autonomous Spanish communities, their domestic legal status has onhe
special feature: under the Spanish Constitution any change to their
ecohomic and fiscal system requires the prior approval of the autonomous
community. The 1982 statute granting autonomy confirms this provision,

5 Basic statistics are sét out in Annex 1.



-8 -

applying it specifically to cases where a change in these arrangements
would result from "the accession of Spain to "internationa! economic

communities".

12. Onvsbain's accession to the Community, it was therefore decided to
introduce an arrangement whereby Community legistation was only partly
applied in the Canary Islands to allow for their insular nature. The
principle adopted was application to the Canary Islands of all the
provisions of the Treaties and hence of the policies formulated on the
basis of those provisions (and in particular reglbnal policy, social
policy, competition policy, transport policy, freedom of establishment and
free movement of services), subjJect to the major derogations laid down In
the Act of Accession (Articles 25 and 155 énd Protocol 2);6
non-application of the common agricultural policy (CAP)‘ and -the common
fisheries policy (CFP) except in the case of structurail matters; exclusion
of the Canary lIslands from the customs territory of the Community and from
the territorial scope of the common VAT system. One result of this
arrangement is that free movement of goods cannot be based on the rules set
out in the Treaty; this means that, for agricultural products, the
application of tariff quotas and reference prices are applied In Canary

Islands-EEC trade and the import-refund chhanism in EEC-Canary Islands
trade.

13. There is a review clause not sggject-to any time limitation and formal
amendment of the Act of Accession ié not necessary. Article 25(4) of the
Act of Accession provides as follows:

“"At the request of the Kingdom of Spain, the Council, acting unanimously

on a proposal from the Commission and after consulting -the Assembly, may:

6 A summary of the provisions of the Act of Accession and the main
adjustments made since then is set out in Annex 2.
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- decide to include the Canary Islands and Ceuta and Melilia in the
customs territory of the Community,

- define the approprlate measures aimed at extending to the Canary
Islands and to Ceuta and Melilla the provisions of Community ilaw in
force.

On a proposal from the Commission acting on its own initiative or at the
request of a Member State, the Council, acting unanimously and after
consulting the Assembly, may decide to make such adJustments to the
arrangements applilicable to the Canary Islands and to Ceuta and Melllla as
may prove necessary."

2.2.2 Developments affecting the status of the Canary Islands since

- accession

14. Community structurail assistance for the Canary Islands since 1986 (see
Annex 3) bears witness to the fact that Community solldarity with the
Canary Islands has been fully operative since accession. This solidarity
is particularly evident under the revised rules for the structural Funds,
with the Canary Islands benefiting from the priority accorded to the
regions covered by Objective 1. A maJor effort is being made to increase
and concentrate the Community resources available for those regions. This
priority has now been given tangible expression by the adoption and
Implementation of the Community support framework '(CSF) for Spain. In
addition to a multiregional section this includes a specific subframework
for the Canary Islands drawn up by the regional authorities and
administered by them. The efforts of remoter regions such as the Canary
Islands to catch up have also been boosted by the adoption of a Community
initiative - the REGIS scheme’ - specifically for these regions.

15; However, the limits of the arrangements agreed on when Spain Joined
the Community have become apparent during the first years of application,
particularly as regards conditions governing access of agricultural and

fishery products from the Canary islands to the customs territory of the
N2

7 OJ No C 196, 4.8.1990, p. 15.
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Community and the rest of Spain in particular. In view of the problems
encountered and the rigidity of applying Protocol 2 in a period when
developments will be influenced by ‘Ebmpletion of the single market on
31 December 1992 and termination of the transitional pericd for Spanish
accession on 31 December 1995, serious consideration was given to this
matter in various Canary Islands circles; as a result the Canary Islands
Parliament proposed, in its resolution of 21 December 1989, moves towards
greater integration with the Community through the appropriate application
of the CAP, the CFP and "to the extent necessary" commercial policy and
Community customs |legisiation, to be Introduced over a suitable
transitional period and accompanied by the "necessary derogations and
arrangements" aimed at "averting the adverse effects that might result in
the short and medium term from application of all the common poilcies".

16. On 2 February 1990 the Commission sent a report to the Spanish
authorities and also to the Council! and Pariiament for Iinformation
purposes.® It contained a clear and objective appraisal of the situation
of the Canary Islands and studied the various approaches possible under
Community law for tackling their problemé; in doing so, It highlighted the
possibilities offered by an adJustment to the Canary Islands’ status with a
view to the application of all the common policies in a way adapted to the
islands’ special situation; this is in line with the Community's general
approach to the remoter regions, which was given its first tangible

-expression in the adoption and implementation of the POSEIDOM programme.

17. On 7 March 1990, in accordance with Article 25(4) of the Act of
Accession, Spain asked the Commission to draw up concrete proposals with a
view to integrating the Canary lIslands more closely into the Community in
the fields of the CAP, the CFP, the customs union and the common commerclal

8 Commission Report on the Canary Islands adopted on 17 January 1990
(SEC(90) 83 final).
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policy; this move towards closer integration was to be accompanied by a
whole series of exceptional arrangements to take account of the insular
nature of the territory, its geographical situation and the special

economic and tax arrangements which it has always enjoyed.

2.3 THE COMMISSION’'S PROPOSALS

18. In view of the above, it is proposed that the Council, acting on the
basis of the first subparagraph of Article 25(4) of the Act of Accession,
take steps to integrate the Canary Islands more closely into Community

policies. Closer integration has a threefold objectivé:

- to allow the Canary Islands to play a full part in the dynamic of the
internal market by applying the rules in force throughout the rest of
the Community and by making the best possible use 6f existing
Community policies and instruments;

- to acknowledge the region‘s special situation by taking into account
in the application of the common policies its very distinctive natural
~and historical conditions where these conditions clearly mark the

region out from the rest of the Community;

- in doing so, to contribute to the economic and social development of
the Canary Islands by providing Community finance for the specific

measures proposed.
19. The Commission is accordingly presenting two proposals to the Council:
firstly, a Regulation based on the first subparagraph of Article 25(4)

of the Act of Accession, relating to the adjustment of the status of

the Canary Isfands and the conditions for the application of the CAP,
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the CFP, the customs union and special tax arrangements on a gradua!
basis and according to a suitable timetable; '

secondly, a Decision implementing the above-mentioned Regulation in
the form of a programme of options speciflé to the remote and insular
-nature of the Canary |Islands (POSEICAN), which lays down the
adjustments and specific measures to be introduced in the application
of certain common policies and provisions of Community law where this
is Justified in order to take account of the specific constraints
affecting the Canary Islands.

3. CHANGES IN THE STATUS OF THE CANARY ISLANDS IN THE COMMUNITY
3.1 APPLICATION OF THE COMMON AGRICULTURAL POLICY (CAP)

20. The application of the common agricultural policy in accordance with
the provisions applicablie to mainland Spain (transitional period to end on
31 December 1995) with the exception of additional trade mechanisms as
regards supplies to the Canary lIslands and subject to adjustments and
specific measures to be provided for in.the action programme, wiil mean:

- abolition of reference prices and quotas, i.e. free movement for local
agricultural products under the same conditions as products from the
rest of Spain. The offer prices applicable in Spain would then be
applied to the Canary lIslands;

- application to locally grown bananas of the Community rules to be
drawn up by 31 December 1992;9

9 Naturally, the relevant provislonsiof Protocol 2 to the Act of Accession
will remain in force until common measures are Introduced. :
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- eligibility for the intervention measures provided for under the
market organizations;

- non-applicability of refunds for agricultural products supplied to the
Canary lIslands, and application of the Common Customs Tariff (CCT) to
goods imported into the Canary Islands from third countries.

21. The application of agricultural structural measures should be used to
adapt the structure of the industry in the Canary Islands to enable the
market mechanisms to be applied.

22. Given the remoteness of the islands, the need to maintain a reasonable
standard of llvlné there and the special conditions of local production,
the application of the CAP should be accompanied by special arrangements
for supply and specific measures for local production to be defined within
the framework of the POSEICAN action programme. The application of the CAP
to the <Canary Islands will be conditional on these speclal . suppiy
arrangements. For this reason the adjustment to the  -status of the Canary
Istands In respect of the application of the CAP and its customs and tax
implications cannot take effect until these special arrangements come into
force, at the latest by the end of 1991, with the exception of the rules in
force for mainland Spain concerning access of Spanish products to the rest
of the Community market, which could apply to Canary Island products sent
to other parts of the Community as soon as the regulation altering the
status of the Canary Islands enters into force. Pending the adoption of
the specific supply arrangements, the provisions of the Act of Accession
relating to the application of the CAP in the Canary Islands and the
assoclated tax and customs provisions must remain in force, wlth the
exception of those governing the access of agricultural products
originating in the Canary Islands to the rest of the Community market.
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3.2 APPLICATION OF THE COMMON FISHERIES POLICY (CFP)

23. The Commission considers that, in general, Community legislation
adequately covers all the production of the Canary lIslands, provided that
special measures are taken concerning producers‘’ organizations, the fixing
of a'price for Canary Island sardines and, as far as possible, the present
advantageous conditions for the export of certain Canary Isiand products;
these measures will be defined in the framework of existing legisiation in
the POSEICAN programme. The immediate apptlication of the CFP in accordance
with the provisions applicable to the rest of Spain (transitional period to
end on 31 December 1995) will make it possible inter alia:

- to apply in full the structural measures benefiting the fisheries
sector, which should be used to adapt the structure of the'lndustry in
the Canary Islands to enable the market mechanisms to be app!lied;

- to implement in their entirety the fisheries agreements concluded
between the Community and third countries;

- to dispense with quotas and reference prices, i.e. to aliow free
movement for local fishery products under the same conditions as
products from the rest of Spain (transitlpnal‘ period to end on
31 December 1995).

- as }egards supplies, to exempt raw materials originating Iin third

countries from customs duties, In accordance with the preferential
access granted by the Community to certain third countries.

3.3 TAX AND CUSTOMS ARRANGEMENTS
3.3.1 Recognition of particular indirect taxation arrangements
24. Closer integration with the Canary Islands can be reconciied with

continuing application of their own particular arrangements for indirect
taxation, which are Justified by their special situation, if adjustments
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are made to render them compatible with the Treaty rules anq with the
obligations arising from gradual integration. As regards VAT, integration
with Community policies does not rule out continuation of the arrangement
excluding the Canary Islands from the territorial scope of the common
system of VAT, in so far as this entails maintenance of the tax frontier
and, -hence, of tax neutrality as a result of the application of Community
VAT to imports into the Community’s tax territory.

25. The arrangements for dismantling the "arbitrio insular" laid down in
Protocol 2 will be all the more. necessary as the process of policy
integration gets under way. The Commission welcomes the goals being
pursued by Spain in its reform of the fiscal aspects of the Canary Islands’
special economic and tax regime. The .reform provides for the gradual
introduction of a modern system of indirect taxation as an instrument of
economic and social development and of financing local budgets, paving the
way for complete integration into the Community after a transitional period
of ten years. To these ends, twb new taxes would be created to replace the
“arbitrios" and other existing taxes: the new general indirect tax in the
Canary lIslands (IGIC) would gradually become the main tax resource while
the new “"arbitrio" on production and imports (APIM) would be introduced for
a transitional period, becoming progressively' less important. Possible
derogations from Community law linked to the process of introducing the
Common Customs Tariff should expire after a transitional period of not more
than ten years. During this period the Commission proposes that the
following principles be applied:

- the possibility of exemption from the APIM for local production, under
Commission supervision, for an initial period of five years;

- consistency of these exemption arrangements with the economic and
social development strategies for the archipelago;
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- examination by the Commission of the effects of the exemption
arrangements during the first five years in order to determine the
usefulness of maintaining some of them until the end of the
transitional period;

~ -during an initial period of five years, modulation of the APIM rates
between 0.1% and 5% with limits on their incrqase; during the next
five years, reduction of the rates by 20%¥ per year so that the tax
will disappear at the end of the transitional period.

3.3.2 Progressive adoption of the Common Customs Tariff (CCT)

26. The dismantling of the APIM must be accompanied by -the gradual
adoption of the CCT, subject to the special customs measures for sensitive
products referred to .in paragraph 28 below. The CCT will be introduced
gradual ly over the same transitional period of ten years divided into two

stages of five years each:

- during an initial two-year period the rates of duty applicable will be
equal to 30%¥ of the CCT rates; .n the third year they will be 35% of
the CCT rates, rising to 40%¥ in the fourth year and 50% in the fifth
year;

- during the next five-year stage, these rates will be increased by 10%
per year to achieve full application of the CCT to the Canary Islands
by the end of the transitional period.

27. The process of gradually applying the CCT to the Canary Islands will
begin as soon as the adjustment of the islands’ status takes effect.
However, the application of the CCT and other duties to products falling
under the scope of the common agricultural policy ought to be suspended

until the entry into force of the specific measures for the supply of
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essentlial agricultural products referred to in paragraphs 22 and 36 and at
the latest untii the end of 1991,

28. The application of the CCT to the Canary Islands will not affect any
special customs measures which may be introduced for certain sensitive
products. Special measures may also be taken concerning the arrangements
for free zones. All these measures will be defined in the POSEICAN

programme (see paragraphs 44 to 46 below).

29. The “"tarifa especial" of the "arbitrio insular" applicable to products
imported from other parts of the Community under Article 6(3) of Protocol
No ¢ to the Act of Accession will not be extended beyond 1 January 1993.
The rates of this tax appliied to products imported into the Canary lIslands
from third countries, without prejudice to obligations under existing
agreements, will be reduced annually by 20% from 1 January 1996 so that the
tax will dlsabpear completely at the end of the ten-year fransltional
period (1 January 2001).

4. APPLICATION OF THE COMMON POLICIES TO TAKE ACCOUNT OF ACTUAL CONDITIONS
IN THE CANARY [SLANDS: THE POSEICAN PROGRAMME ‘

30. iIn line with the Community‘s approach to Iits remoter regions, the
Commission believes that the application of the new status for the Canary
Islands In the Community should take place in tandem with an action
programme known as POSEICAN (programme of options specific to the remote
and insular nature of the Canary Islands). This multi-sector programme of
mutually coherent operations will be given effect, in principle before
31 December 1992, by the adoption by the Council! or the Commission, as
appropriate, of the necessary legal acts.

31. The various POSEICAN operations and measures will be planned,
implemented, monitored and evaiuated by the Commission and the national and
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regional authorities concerned working in partnership.

32. Efforts will be made to ensure that POSEICAN operations and those
carried on at the national and local levels complement each other as far as
possible. This means, in particular, that the Member State and the region
concerned must take account of the specific measures provided for under
POSEICAN when drawing up future regional development plans. The Commission
for Ité part intends to make sure that operations under POSEICAN are
consistent with intervention by the Community‘s structural Funds and other
financial instruments.

4.1 TAKING ACCOUNT OF THE SPECIAL CHARACTERISTICS OF THE CANARY ISLANDS IN
APPLYING THE COMMON POLICIES

33. Generally speaking, the directives or other measures adopted wlith a
view to establishing the internal market and Implementing the other common
policies could, when being drawn up or adopted, be scrutinized to determine
whether their - as a rule, uniform - application should take into account
the specific characteristics of the Canary Islands, particularly In the
fields of transport, taxatlon, soclal matters, research and technological
development, and protection of the environment.

4.2 MEASURES DESIGNED TO MITIGATE THE EFFECTS OF THE EXCEPTIONAL
GEOGRAPHICAL SITUATION OF THE CANARY I[SLANDS

34. The geographical location of the Canary Isiands in retation .to the
continental territory of the Community places serious constraints on trade
between them and other parts of the Community. The Community must take
action to alleviate the impact of the additional costs of supply resulting
from the remote and insular nature of the Canary Islands.
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35. The object of such Community action is to maintain a reasonable
standard of living in the Canary Islands while ensuring, by preserving

competition, that traditional trade flows are not disrupted.
4.2.1 Agricultural supplies

36. In the case of essential agriculitural products for consumption or
processing. in the archipelago (see Annex 4.1), the Community action In
question, apart from supplementary trade mechanisms as regards the
supplying of the Canary Islands and within the limits of the requirements
of the Canary Islands market, will, taking account of local production and

traditional trade flows, involve:

(a) exempting from levies and/or customs duties products originating in
non-member countries; in this connection, special attention will
be paid to the possibilities of supplying the Canary Islands from

_nearby developing countries;

(b) permitting, in parallel and in competition with products from non-
Community countries and on equivalent terms, the supply of
Community products taken into intervention storage or available on

the Community market.

37. The principles underlying the application of this system will be as

follows:

(a) With regard to the supply of inputs needed to sustain certain
processing and/or packaging industries preparing products for the
local market, such industries should be allowed to obtain supplies
direct from markets in non-Community or Community countries, up to
the amounts stipulated in forecast supply balances, so that the
goods produced can meet the requisite specifications, particularly
as regards quality. |In the case of sugar in particutar, the system

must allow traditional trade flows to continue.
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{(b) In _the case of supplies of other basic products, in order to ensure
that these measures have an impact oﬁ'the level of production costs
and consumer prices, a system must be devised to monitor this
impact up to the end-user stage. Should the impact be judged
_inadequate, the supply of unprocessed cereals could be replaced, in
quantities to be determined at the appropriate time, by the
equivalent in flour form,

(¢) In view of the complexity and diversity of supply circuits in the
Canary Islands, the Commission wili be required to review the
operation of the provisions adopted on the basis of the principles
set out above, with a view to making any adjustments needed. The
first review will be carried out at the end of the first year of
application of these provisions.

38. In order to maintain local cereal production, no co-responsibility
levy would be charged.

39. Until the effects of the proposed measures on support for domestic
potato production become apparent (see paragraph 49, first indent), a
temporary limit on imports of potatoes into the Canary Islands at sensitive
times may be allowed, with a provision that the quota will be progressively
widened untii it is abandoned after seven marketing years.

40. In the case of olive ocil, Community consumption aid must.be applied on
the terms in force in the ten-member Community as soon as the new

arrangements take effect.

41, To avoid any deflection of trade, produéts covered by the measures
referred to in paragraphs 36 to 38 above may not be re-dispatched, whether
in the unaltered state or processed, to other parts of the Community.
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42. Imports from non-Community countries of raw or other tobacco for use
in the manufacture of tobacco must be sxempt from customs dutleé up to the
amount required by the tobacco industry in the Canary lIslands to cater for
local consumption and existing trade flows in manufactured tobacco and with
due account for supply possibilities offered by the ACP States.

43. The development of stockfarming to meet local market requirements also
needs to be assisted. A system of aid for the purchase of breeding animals
(see Annex 4) originating in the Community will be set up for this purpose.
Until such time as local production has developed to a satisfactory level,
this system may be accompanied by temporary measures, with a phased
reduction Iin quantities, to facilitate the purchase of animals for
fattening (cattle and pigs) and the procurement of certain processed meat- .
based products (pigmeat, beef/veal or poultry). These measures woﬁld
combine exemption from levies on the products in question originating in
non-member countries and aid for the procurement of such products from
other parts of the Community, to give such products access on equivalent
terms. The situation will have to be reviewed after the system has been in
operation for four years.

4.2.2 iIndustrial products

44. The progressive application of the CCT over the ten-year transitional
period to Iindustrial products imported from non-Community countriés will
prevent the tariff being applied In any sudden, déstabilizlng way and
encourage the market on the Canary Islands to adjust to the new situation.
Furthermore, as the CCT is progressively applied, specific tariff measures
or derogations from the common commercial policy could be adopted Iin
respect of certain sensitive products. Such measures will be looked at on
a case-by-case basis and on application, with supporting documents, from
the Canary Islands authorities. They will also have to be very carefully
tailored to the local market so as to avoid any deflection of trade. This
would concern: '
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- measures to take account of special difficulties of a particuiar
sector of local production intended for consumption iocally or by
tourists, to maintain an exemption equivalent to that provided by
the existing "tarifa general" (e.g. paper, board, sawn timber,
animal feed);

- measures to allow access for consumer goods (textiles, clothing,

optical and electronic equlpment, means of transport).

45. The possibility of applying such measures should, as a rule, be
confined to the ten-year transitional period laid down in the regulation
furthering the integration of the Canary Islands into the common policies.
In the year precéding the expiry of that period the Commission will
evaluate the measures adopted and review the situation.

'4.2.3 Free zones

46. The Commission is aware that free zones may be a majJor instrument of
economic and social development in a remote island region such as the
Canary Islands and will keep an open mind on the subject, particularly as
regards State aid. Furthermore, an exception to the principle of Community
preference, to exempt inward processing operations carried out in
free?zones from the economic conditions attaching to these arrangements,

woulq be appropriate in the case of the free zones in the Canary Islaﬁds.
4.3 MEASURES TO ASSIST CANARY ISLAND PRODUCTS

4.3.1 ‘Agrlcultural products

47. Given the crucial importance of bananas to the Islands’ economy and

with a Community market organization for bananas due to be established

by 31 December 1992, steps shouid be taken to adopt structural measures
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without waiting for common rules to be adopted in that area; such measures
could involve research, harvesting, presentation and processing, transport,

storage, marketing and commercial promotion.

48. Community assistance will be given for the fruit and vegetable sector
and the flowers and live plants sector (see Annex 4.il1), as follows:

- temporary aid per hectare for programmes of measures carried out by
producers and producer groups or organizations to diversify
production and/or improve product quality; these programmes, from
which tomato-growing would be excluded, should serve to develop
tropical products in particular. Additicnal aid would be granted
in cases where these programmes include technical assistance
measures; '

- ald for the marketing of tropical products where the voiume of
trade does not exceed 10 000 tonnes for each product, under
marketing season contracts between Canary Island producers and
operators established in other parts of the Community;

- the funding of an economic analysis and forward planning study of
the processed fruit and vegetable sector (particularly tropical
fruit and vegetables).

49. The other proposed measures to support internal production intended
for local consumption (see Annex 4.11) include:

- specific aid per hectare for potato-growing, within the Iimits of
the present areas under cultivation, irrespective of any measures
which might be adopted in the context of a market organizatidn for
this product; '

- in the case of Canary Islands wines, to satisfy consumer hablits in

the archipelago, exemption from compulsory distillation and
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_non-appllication ‘of voluntary distillation as laid down by Community

legislation, and non-application of the grubbing premium;

- in the dairy sector, the setting of the quota at a level which will
allow reasonable development of production in the Canary Islands

production without, however, disrupting traditional trade flows;

- in the case of animal products for the local market, specific aid
for producers' groups or organizations for training and technical
assistance programmes; ‘

- specific aid to support products of traditional Canary Island

stockfarming and intended for local consumption.

50. Special attention will be paid to the question of plant health, an
area in which the special situation of the Canary Islands nescessitates
proper protection. The approach here must be to adapt Directive 77/93/EEC
concprning protective measures against the introduction into the Member
States of harmful organisms of plants or plant products to accommodate the
special characteristics of the Canary Islands in this area.

§1. The current legisiation on agricultural structures may not take
sufficient account of the special characteristics of agriculture in the
Canary lIslands. Steps need to be taken to allow special exceptions to be
made, on the basis of duly substantiated applications from the Spanish
authorities, to provisions restricting or preventing the granting of
certain types of structural aid.

52. To encourage agricultural producers in the Canary Islands to supply
high-quality products and to promote the marketing of such products, the
Community could finance the design and promotion of a logo.
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4.3.2 Spectal measures in respect of fishery products

8§3. A reinforced system of aid should bs established in favour of the
producers’ organizations which must be set up within five years of the
entry into force of the common fisheries policy in the Canary Islands.
This aid will apply for five years following the date on which these
organizations are recognlized. '

§54. In view of the special situation of the sardine market, the Community,
in the context of existing Community legislation, may conslider that a
suitable solution should be sought to the problem of sardine pricing, by
appfylng a special conversion factor to products marketed in the Canary
Islands in accordance with Article 12(2) of Regulation (EEC) No 3796/81.
Within two years following the introduction of the market organization In
the Canary Islands, the Commission will investigate the possibility of
applying arrangements to bring brlces into line. 1[It should be-polnted out
that Community pricing arrangements can only be appiied if the products put
on sale are accessible to all interested operators. The sardine marketing
structures in the Canary Islands should therefore be overhauled to meet
this condition.

§5. The preferential access currently enjoyed by cephalopodé from the
Canary |Islands on certain markets in non-Community countries is not
consistent with existing Community legislation. The Community, in the
exercise of its powers in international trade, will seek to secure improved
conditions from its partners with a view to facilitating exports of this
type of product from the Community to the countries concerned.

4.4 FINANCING POSE!ICAN

§6. The attached financial statement gives estimates of the cost of the
var fous measures.

57. The bulk of the agricultural measures provided for in POSEICAN will be
financed by the EAGGF Guarantee Section.
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58. The structural measures (measures to promote banana production or to
help producers‘’ groups or organizations in the animal production sector),
however, will depend on the availability of resources in addition to those
already agreed for the period up to 31 December 1993 in the Community
support framework or currently under discussion for the REGIS scheme.

§8. The question therefore arises of whether a special budget heading
should be set up to cover financial commitments under POSEICAN other than
measures flnanced‘ under the EAGGF Guarantee Section and without prejudice
to structural policy operations for the Canary Islands.

60. |If the Community measures to assist the remoter regions are to be
fully consistent, such a budget heading shouild aliso cover the funding of

~ financial commitments which are not eligible under the EAGGF Guarantee

Section and which appear in the action programmes for the other remoter
regions - already adopted in the case .of the French overseas departments
(POSEIDOM) or proposed in the case of the Azores and Madeira (POSEIMA).
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5. FINANCIAL STATEMENT

1. Measures to be financed by the EAGGF Guarantee Section
(Estimate)

- "Maximum annual expenditure

(2nd or 3rd year of application) ECU 15 million

2. Measures to improve agricuftural structures (1991-93)

(Estimate)

— Traditional products (bananas) ECU 8.0 million

— Other products ECU §.5 million
Total -~ Agricultural structures 1991-93 ~ ECU 13.5 million

3. Estimate of the annual budgetary cost resuiting

from the appiication of the CFP

3.1 Market policy
Common market organization

intervention: ECU 0.65 million
of which

financial compensation ECU 0.25 million

compensatory allowance ECU 0.40 million

Aid for producer organizations ECU 0.1 million

3.2 Structures policy

No additional costs10

3.3 Fishery agreements
" No additional costs1!

10 The Canary Islands are already included in Regulation (EEC) No 4042/89
and in the proposal for the amendment of Regulation (EEC) No 4028/86 for
all structural operations.

11 The Canary Islands’ interests are covered by the agreements with the

’ neighbouring African countries. No figure can be given at present for
the budgetary impact of any agreements with other non-member countries
which might involve them.
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ANNEX 1
CANARIES: BASIC STATISTICS

INDICATOR CANARIES EUR 12 Year
Population (thousands) 1433 (0.44%X) 324077 (= 100%) 1986
Pop. incr. (¥ p.a.) _ 0.9 0.3 86/76
Area (thousand km2) 7.2 (0.3%) 2254.6 (= 100%)

EMPLOYMENT .
Unempl. rate (%) - 22.4 10.2 1988
Agric./tot.emp. (%) 14.3 8.1 1986
Indust./tot.emp. (%) 20.3 33.7 1986
Services/tot.emp. (%) 64.6 57.7 1986

GDP

Per capita GDP (ECU) 5081 (49.2%) 10324 (= 100%) Aver. 84-86
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ANNEX 2
THE STAT E_THE CANARY ISLANDS 1IN THE NITY
LAID DOWN IN THE ACT ACCESSION

1. The principle adopted on the occasion of Spain‘s accession to the Community
was the application to the Canary Islands of all the provisions of the Treaties
and hence of the policies formulated on the basis of those provisions (and in
particulaf regional bollcy, social policy, competition policy, transport policy,
freedom of establishment and free movement of services), subject to the
derogations laid down in the Act of Accession (Articles 25 and 155 and

Protocol 2). These derogations can be summed up as follows:

- the customs territory of the Community does not include the Canafy Islands;
accordingly, free movement of goods cannot be based on the rules set out in
the Treaty;

-~ the commercial policy instruments relating to imports and exports of goods do
not apply;

- the CAP and the CFP apply only where certain structural matters are
concerned, although the Counci | may, on a case-by-case basis, decide that
certain fisheries agreementsA with third countries are applicable to the
Canary Islands;

- exclusion from the territorial scope of the common system of VAT and gradual
dismantling of the "arbitrio insular -~ tarifa general® with complete removai
scheduled for 1 January 1993; reduced rate and limited application of the
"arbitrio insufar - tarifa especial" until 1 January 1993, unless the
Council, acting by qualified majority, decides that it shoutld be prolonged.

2. With partlcular reference to trade in agrlcd!tural products:

- in the direction EEC-Canary Islands, the export-refund mechanism applies as
in the case of third countries;

- in the direction Canary Islands-EEC, there Iis preferential access for
products traditionally exported to the Community, in the form of tariff
quotas based on average exports in the period 1982-84, a distinction being
made between:

* quotas intended for that part of Spain Included in the customs territory
of the Community: quantities exported there are exempt from excise |
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duties and from application of reference prices up to 31 December 1995 in
the case of products falling within Regutation (EEC) No 1035/72 and up to
31 December 1992 in the case of other products; products exported under
these quotas are not deemed to be in free circulation;,

* quotas intended for the ten-member Community: these are subject to the
same conditions of tariff dismantlement as products originating in the

rest of Spain but remain subject to the system of reference prices.

As from 1 January 1996 for products falling within Regulation (EEC)
No 1035/72 and as from 1 January 1993 for other products, quantities exported
under quota arrangements to the customs territory of the Community will be
exempt from customs duties but will remain subject to the system of reference

prices where these are applicable and té any countervailing charges.

The joint declaration on Protocol No 2 indicates that, within the context of
the ad)Justment measures referred to in Article 25(4) of the Act of Accession,
the Community is prepared to examine the possibility of altering the tariff
quotas between the various products within the .overall volume of trade or
substituting for them other agricultural products originating in the
Canary Islands.

Bananas are subject to special arrangements. They are guaranteed a share of
the Spanish market and are exempt from customs duties but cannot be deemed to
be in free éirculation within the meaning of Article 10 of the EEC Treaty.
The Spanish Government is authorized to control banana imports from the rest
of the Community until 31 December 1995 and to impose quantitative
restrictions on imports of bananas originating in third countries until such

time as a common organization of the market for bananas has been set up.

3. The tariff quotas applicable to fishery products of the Canary lIslands have
a similar structure to those for agricultural products. They fall into two
groups:

*

duty-free quotas intended for that part of Spain Included In the customs
territory of the Community: products exported there are not deemed to be in
free circulation; )

quotas intended for the eleven-member Community: products ‘covered by such
quotas qualify for the progressive reduction of customs duties in the same
way as products from the rest of Spain but remain subject to the system of

reference prices.
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The Joint declaration on Protocol 2 points to the possibility of developments in

tariff quotas related to the reported development of the local fishing fleet.

23. A review clause not subject to any time limitation exists and formal
amendment of the Act of Accession is not necessary. Article 25(4) of the Act of

Accession provides as follows:

"At the réquest of the Kingdom of Spain, the Council, acting unanimously on a

proposal from the Commission and after consulting the Assembly, may:

- decide to include the Canary Islands and Ceuta and Melilla In the customs
territory of the Community,

- define the appropriate measures aimed at extending to the Canéry Islands and

to Ceuta and Melilla the provisions of Community law in forcs.

On a proposal from the Commission acting on its own initiative or at the request
of a Member Staté, the Council, acting unanimously ‘and after consulting the
Assembly, may decide to make such ad)Justments to the arrangéements applicable to
the Canary Islands and to Ceuta and Melilla as may prove necessary.‘

5. The arrangements laid down in the Act of Accession have been adjusted on

several occaslions since:

- Council Regulation (EEC) No 2915/86 as amended by Council Regulation (EEC)

' No 3240/88 extended all the socio-structural measures in the field of
agriculture to the Canary Isliands;

- the negotiation of the Mediterranean package in 1986 and 1987 resulted in
adjustments to the arrangements for agricultural exports from the Canary
Islands, and in particular an increase in the siie of certain quotas, a
tariff reduction for quantities exceeding them and extension of the abolition
of customs duties to other products (Councili Regufation (EEC) No 1391/87
concerning certain adjustments to the arrangements applied to the Canary
Islands);

- adJustments to the rules of origin in 1988 (Regulation (EEC) No 1135/88) as
regards theif combination with the EEC and EFTA rules;

- easier access for industrial products from the Canary Islands since
1 July 1989 under Regulation (EEC) No 1673/89;

- the noh—allocation of tobacco quotas and hence the free movement of .products
under quota arrangements have been applicable since 1 January 1989
(Regulation (EEC) No 4096/88).



MNVEX 3
OOMANITY STRUICTURAL ALD FOR THE CANARY (SLANDS
1. Comunity ossistonce (conmitmants) for the Canary lslande!
8 miition
1981 1962 2963 1964 1965 1966 1967 1968 1969 Total
EAGGF (Guldance Soctlcn)z - Totat 0.00 0.0 0.00 0.00 0.00 1.36 3.5t 0.53 2.43 7.83
Reg X55/77 ProcAbrk Ag Prods 0.00 0.00 0.0 0.00 0.00 0.15 0.28 0.25 N.A 0.66
Reg 4028/95 Reatr fisheries 3 000 0.00 0.00 0.00 0.00 1.21 3.3 0.28 2.8 7.7
et < Totat 0.0 000 0.00 0.00 0.00 0.20 24.67 24.38 33.78 91.28
.Racmlmrwlll!y young people 0.00 0.0 0.00 0.00 0.00 3.80 0.00 0.00 0.00 3.90
Ciscbled perascne 0.00 0.00 0.00 0.00 0.00 0.17 0.00 0.00 0.00 0.17
Woren resuming evp loymant 0.00 0.00 0.00 0.00 0.00 0.3 0.0 0.00 0.00 0.13
Porsons over 25 000 000 0.00 0.00 0.00 3.0 000 0.00 0.00 3.70
lngtructors, development agents 0.00 0.00 0.00 0.00 0.00 0.08 0.00 0.00 0.00 0.05
Local employmant-boceting Inltiatives 0.00 0.00 0.00 0.0 0.C0 0.43 0.00 0.00 0.00 0.43
Other mecoures 0.00 0.00 0.00 0.00 0.00 0.00 24.67 24.53 33.78 82.90
ERDF - Total 0.00 0.00 0.00 0.00 0.00 ’ 10.83 .11 37,84 N.A. a.m
Infraatructure 0.00 0.00 0.00 0.00 0.00 1083 H.11 Y. N.A. 62.78
Energy g’c'n(l - Total 000 0.00 0.00 0.00 0.00 0.00 0.%6 N.A. N.A. 0.16
Oavorstrn. oltemotive energies 000 000 000 0.00 0.00 0.00 0.9  N.A, N.A. 0.18
integrated ops. - Total 0.00 0.00 0.00 0.00 0.00 0.08 0.00 N.A. N.A. 0.08
Studies preparatory to I00s 0.00 0.00 0.00 0.00 0.00 0.06 0.00 N.A. N.A. 0.08
Total = Assletance 0.00 0.0 0.00 0.00 0.00 2053 42,44 @9 38.21 162.08
1 Excluding assistancs for multireglonal projects or prograwnes.
2 Direct and Indirect mecsures that con be broken down by region.
3 Including Reguliat ions Nos 2092/81, 31/83 and 2908/53.
4 Sefore 1984, the bulk of ESF asslstance could not be broken down by region.
* Partlal/provisional.
2. Comunity loms to the Conary Islonced -
U miiion
%61 1962 %3 1964 %65 1968 1967 1968 1555 Total
EiB - Tetal 0.50 1.30 101,20 N.A. 103.00
industry ond services 0.00 0.00 0.00 N.A, 0.00
Energy .00 0.00 0.00 N.A.  0.00
Infrastructure 0.00 0.00 6490 N.A. 64.90
Global loane8 050 1.30 33 NA X290
Total — Loans 0.50 1.3 10120 0.00 103.00

5 Excluding loane for multiregional projects or programme.

6 Reglonal bredkdown of allocations fram glcbal loans.

Source: EIB anwsl reports.
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Structural Fund ccntributions to the Canary Islands over the period from
1990 to 1993 are set out in the table below, which relates to a multi-Fund
operations programme costing ECU 558 million, including a Community
contribution of - ECU 290 mflllon; In addition to these financlal resources,
there are the Community ventures adopted by the Commission (REGIS, PRISMA,
TELEMATIQUE, ENVIREG, STRIDE, LEADER, EUROFORM, NOW and HORIZION).
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ANNEX 4

1. DETAILS OF AGRICULTURAL PRODUCTS COVERED
BY THE MEASURES RELATI T PPLIE

GENERAL PROVISIONS GOVERNING SUPPLIES

Cereals, semolina and malt

Rice

Refined sugar

Beef and veal

Frozen pigmeat

Dairy products and special miik-based preparations
Fruit Juice concentrates

Poultrymeat (until local production develops)

OLIVE Oif CONSUMPTION AID

EXEMPTION FROM CUSTOMS DUTIES FOR RAW OR OTHER TOBACCO

INTENDED _FOR

MANUFACTUR ING

PURCHASE OF BREEDING_ANIMALS
Cattle

Pigs

Chicks
Hatching eggs
Rabbits

PURCHASE OF CATTLE FOR FATTENING

11. DETAILS OF THE AGRICULTURAL PRODUCTS CQVERED

BY THE MEASURES TQ ENCOURAGE PRODUCTION

Avocados
Other tropical fruit
(mangoes, papayas,_fresh pineapples etc.)
Flowers and cuttings
Live plants
Potatoes
Cheese of goat‘s milk and shpep’s milk
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Proposal for a
COUNCIL REGULATION (EE

on the application of the provisions of Community law
to the Canary lIslands

THE COUNCIL OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European Economic Community,

Having regard to the Act of Accession of Spain and Portugal, and in
particular the first subparagraph of Article 25(4) thereof,

Having regard to the proposal from the Commlssion.1
Having regard to the opinion of the European Parliament,2
Having regard to the opinion of the Economic and Social Committee,3

Whereas by virtue of Article 25 of the Act of Accession, the Treaties and
the acts of the institutions of the European Communities apply to the
Canary Islands subject to the derogations set out in that Article, in
Article 155 and in Protocol 2 annexed to the Act of Accession;

Whereas these arrangements exclude the Canary lIslands from the Community’s
customs territory and from application of the common commerciai policy, the
common agricultural policy and the common fisherles policy; whereas
exper ience has however shown that the development of the Canary Islands
would be better served by their full integration into the common policies
and the process of completing the internal market; ﬁhereas the
arrangements laid down in the Act of Accession should now be amended and

the Canary Islands integrated into the Community‘s customs territory;
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Whereas, under the first subparagraph of Article 25(4) of the Act of
Accession, the Council, at Spain’s request, acting on a proposal from the
Commission and after obtaining the opinion of the European Parliament, may
decide unanimously to include the Canary Islands in the customs territory
of the Community and to define the appropriate measures aimed at extending
to the Canary Islands the provisions of Community law in force; whereas
Spain made such a request on 7 March 1990 pursuant to the aforementioned
Article; ' .

|
Whereas integration of the Canar9 Islands into all Community policies
requires a gradual process over an appropriate transitional period, without
prejudice to any special measures designed to take account of the specific
constraints deriving from the remoteness of the Canary Islands, their
island location and their historical economic and tax arrangements;
whereas such measures will have to be the subject of a special programme of
options specific to the remote and insular nature of the Canary Islands, to
be adopted under this Regulation;
Whereas appiication of the common agricultural policy to the Canary islands
will make possible the free movement of products on the condltions
applicable to mainfand Spain (end of the transitional period:
31 December 1995) with the exception of the supplementary trade mechanisms
as regards the supplying of the Canary Islands; whereas, Iin this
framework, the free movement of products between the Canary Islands and the
rest of Spain will be ensured; whereas full application of the common
agricultural policy is subject to the entry into force of specific supply
arrangements; whereas the application of this policy will have to be
accompanied in addition by specific measures reitating to the agricultural
production of the Canary Islands; whereas it is therefore necessary to
malintain the provisions of the Act of Accession relating to the application
of the common agricultural policy to the Canary Islands until the entry
into force of such supply Srréngements with the exception of those
governing the access of agriculitural products originating In the Canary
Islands to the other parts of the Community; whereas the provisions of
Protocol 2 relating to bananas must remain in force; whereas they will
have to be adjusted later, once the Council has adopted common measures for
bananas;
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Whereas it is necessary to apply the common fisheries policy to the Canary
Islands on the entry into force of the present Regulation on the conditions
applicable to mainiand Spain (end of the transitional period:
31 December 1995), subject to specific measures to be determined under
existing legislation;

Whereas historical recognition of the Canaries’ island status has been
reflected in successive special economic and tax arrangements designed to
compensate for the disadvantages deriving from the archipelago’s

geographical isolation;

Whereas in this context the strengthening of the Canary Islands’
integration into the Community is not incompatible with the maintenance of
indirect taxation specific to these islands, especially the exclusion of
the Canary Islands from the territorial field of application of the common
VAT system pursuant to Article 26 in conjunction with Annex 1, V, 2 of the
Act of Accession, amending Article 3(2) of the Sixth VAT Directive, Council
Directive 77/388/EEC4 and the continuing exclusion of the Canary lIslands
from the territorial field of application of the Directives concerning
manufactured tobacco pursuant to Article 26 in conjunction with Annex 1, V,
3 and 4 to the Act of Accession;

Whereas the Community takes favourable note of the aims of the reform
initiated by Spain in respect of the tax aspects of the economic and tax
arrangements for the Canary Islands; whereas this reform provides for the
gradual introduction of up-to-date indirect taxation as an instrument of
economic and social development ahd the financing of 1local budgets,
creating the conditions for total integration into the Community at the end
of a transitional period not exceeding ten years;

Whereas until 31 December 2000 at the latest, in two five-year stages as
part of a phased process in conjunction with the gradual entry of the
Canary lIslands into the customs union, it is desirable to authorize a
number of total or partial exemptions for i{ocal products from application
of the new tax on production and Iimports (APIM), provided that. these

4 O0J No L 145, 13.6.1977, p. 1.
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exemptions contribute to promotion of local activities; whereas, however,
application of this charge should be suspended for products coming under
the common agricultural policy until the application of that policy, it
being understood that, when these products are Iimported from non-member
countries, the provisions in force in the Canary Islands in respect of
trade with such countries shall be maintained until the same date;

Whereas the dismantiing of this charge will have to be accompanied by the
gradual adopticon of the common customs tariff as from the entry into force
of the present Regulation and for the same transitional period, so as to
ensure the complete integration of the Canary Islands into the customs
union by 31 December 2000; whereas, however, as regards products
coming under the common agricultural policy, apbllcation of the common
customs tariff and other import duties is dependent on the entry into force
of the specific measures to supply the Canary lIslands with essential
agricultural products; whereas ét all events the gradual application of
the common customs tariff to the Canary lIslands may be accompanied, where
appropriate, by specific tariff measures or derogations from the common
commercial policy for certain sensitive products; whereas such measures
may also be taken in respect of the arrangements applicable to free zones;

Whereas the charge known as the "arbitrio insular - tarifa especial®
applicable to products supplied by other parts of the Community on the
terms set out in Article 6(3) of Protocol 2 shall not be extended beyond
31 December 1992; whereas the levying of this charge on products imported
into the Canary Islands from non-Community countries will have to be phased
out from 1 January 1996 so that it 1is completely eliminated by

31 December 2000, without prejudice to obligations under exlisting
arrangements,

HAS ADOPTED THiIS REGULATION:
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Article 1
The provisions of>the Treaties and the acts of the institutions of the
European Communities in respect of which the Act of Accession provided for
derogations shall apply to the Canary Islands on the terms set out in this
Reguiation. '

Article 2

1. On the entry into force of the specific arrangements referred to in
paragraph 2, the common agricultural policy shall apply to the Cénary
Islands on the'terms laid down for mainiand Spain in the Act of Accession.
However : |

- the supplementary trade mechanisms provided for in the Act of Accession
shall not apply to the entry into the Canary Islands of the products in
question; ‘ ‘

- the rules in force for mainiand Spain shall apply fo products

- originating in the Canary Islands and sent to other parts of the
Community upon entry into force of this Regulation.

2. Application of the common agricultural policy shalil be accompanied by
specific supply arrangements.

3. Application of the common agricultural policy shall take account of the
special features of Canary lIslands production. -

Article 3

The common fisheries policy shall apply to the Canary Islands on the terms
laid down for mainland Spain. Application of the common fisheries policy
shali be accompanied by. specific measures designed to take account, where
necessary, of the special features of Canary Islands production.
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Article 4

1. Pursuant to Article 26 in conjunction with Annex I, V, 2 to the Act of
Accession amending Article 3(2) of the Sixth VAT Directive, the territory
of the Canary Islands shall remain outside the fieid of app!ication of the
common VAT system.

2. Pursuant to Article 26 in conjunction with Annex |, V, 3 and 4 to the
Act of Accession, Spain may refrain from applying the provisions of Council
Directives 72/464/EECS and 79/32/EEC® to the Canary Isliands.

Article 5§

1. For a transitional period which shall not extend beyond
31 December 2000, the Spanish authorities are hereby authorized to Impose a
tax on production and imports (APIM) on all products entering or produced
in the Canary Islands. However, appllcaflon of this tax shall be suspended
in respect of products coming under the common agricultural policy until
the entry into force of the specific supply arrangements referred to in
Article 2(2).

2. By 31 December 1995 the rates for the tax shall be set in conformity
with paragraph 3. As from 1 January 1996, these rates shall be reduced
by 20% each year so that the tax wiil disappear by the end of the period
laid down in paragraph 1.

3. The rates applicable may vary depending on the category of product
between 0.1% and 5%; they may under no circumstances be increased by more
than 15% of the initial rate. This variation in rates must in no case be
such as to give rise to discrimination against products of Community
origin.

4. During the transitional period referred to in paragraph 1, Iin view of
the specific situation of the Canary Islands and the prospect of their full
integration into the customs union, exemptions from the tax, partial or

total depending on economic requirements, may be authorized for local

$§ O0J No L 303, 31.12.1972, p. 1.
6 O0JNolL 10, 16.1.1979, p. 8.
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products up to 31 December 1995. Such exemptions must form part of the
strategy for the economic and social development of the Canary Islands,
taking account of the Community support framework, and help to promote
_local actlvities, though they must not be such as to change trading

conditions to an extent contrary to the common interest.

5. The . arrangements for exemptions adopted by the competent authorities
pursuant to paragraph 4 shall be notified to the Commission, which shall
have three months to assess their conformity with the aims defined in that
paragraph. |If the Commission has made no commgnt within that period, the
arrangement shall be deemed to have been approved.

6. During 1995, the Commission, after consulting the Spanish authorities,
shall examine the Impact of the measures taken on the economy of the Canary
Islands and the prospects for their integration into the Community's
customs territory. On the basis of this examination the Spanish
authorities may be authorized, in accordance with the criteria Iin
paragraph 4 and the procedure In paragraph §, to maintain spme of the

exemptions In force, in whole or In part until 31 December 2000 at the
latest.

Article 6
1. For a transitional period, which shall not extend beyond
31 December 2000, the common customs tariff shall be progressively

introduced in accordance with the following timetable:

- up to 31 December 1992, the rates of duty applicable shall be equal
to 30X of the CCT rates; from 1 January 1993 these rates shall be
equal to 35% of the CCT rates, and shall rise to 40% from
1 January 1994 and to 50% from 1 January 1995;

- from 1 January 1996 onwards, these rates shall be increased by 10% per
year so that the CCT shall apply in full to the Canary Islands at the
end of thq transitional period.



- 42 -

2. However, application of the common customs tariff and other import
duties applicable under the common agricultural policy shall be suspended
until the entry into force of the specific supply arrangements referred to
in Article 2(2).

3. Application of the CCT to the Canary Islands shall be without prejudice
to any specific tariff measufes or derogatlops from the common commercial
policy in respect of certain sensitive products. Customs measures may also
be taken in respect of the arrangements applicable to free zones.

4. The charge known as the "arbitrio insular — tarifa especial” of the
Canary Islands shall be applied to products suppiied by other parts of the
Community on the terms laid down in Article 6(3) of Protocol No 2, though
it may not be extended beyond 31 December 1992. Without prejudice to
obligations arising out of existing agreements, the levying of this charge
on imported products originating in non-Community countries shall be phased
out from 1 January 1996 so as to be completely eliminated by
31 December 2000.

§. Where it is found that application of the first paragraph leads to a
deflection of trade, the Commission may decide that the difference in
import duties shall be levied on goods in free circulation in the Canary
Islands when these are Introduced into the other parts of the Community'’s
customs territory.

Article 7

The common commercial policy shall apply to the Canary Islands on the terms
laid down for Spain in the Act of Accession without prejudice to the
specific measures referred to in Articles 2(2), 6(3) and 10(3) of this
Regulation.

Article 8
The Commission shall adopt appropriate measures to prevent any speculative

movement or deflection of trade résulting from the amendment of the trade
arrangements applicable to the Canary lIslands.
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, Article 9

The Cbuncll, on a proposal from the Commission and after consulting the
European Parliament and the Economic and Social Committee, shall adopt a
programme of options specific to the remote and Ihsular nature of the
Canary .Islands. This programme shall include the specific measures
referred to in Article 2(2) and (3), Article 3(1) and Article 6(3). This
muiti-sector programme of operations comprising legistative measures and
‘financial commitments relating to the application of the common policies to
reflect constraints specific to the Canary lIslands, shall be given effect
before 31 December 1992 by the adoption by the Council or the Commission,
as the case may be, of the necessary legal acts, in. accordance with the
provisions of the Treaty.

Article 10 .
1. This Regulation shall enter into forceon ......... Ceeene 1991.

2. The provisions of the Act of Accession relating to the application of
the common agricultural policy to the Canary Isiands and the relevant
Community regulations shall remain applicable untlf the entry into force of
the measures referred to in Article 2(2), or until 31 December 1991,
whichever is the earlier, with the exception of the provisions governing
access of products originatihg in the Canary Islands to other parts of the
Communi ty . |

3. The provisions of Protocol 2 relating to bananas shall continue to
‘apply. They shall be adjusted if the Council, before the date specified in
Article 4(2)(b) of Protocol 2, adopts common measures for bananas.

This Regulation shall be binding in its entirety and dlrectly'appllcable in
all Member States.

Done at Brussels, For the Council
The Preslident
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Proposal for a
COUNCIL DECISION

setting up a programme of options specific to the remote and
insular nature of the Canary Islands (POSEICAN)

THE COUNCIL OF THE EUROPEAN COMMUNIfIEs,
Having regard to the Treaty establishing the European Economic Community,

Having regard to Council Regulation (EEC) No ..../.. on the application of
the provisions of Community law to the Canary Islands,! and In particular
Article 9 thereof,

Having regard to the proposal from the Commlssion,2
Having regard to the opinion of the European Par |l iament,3
Having regard to the opinion of the Economic and Social Commlttee,4

Whereas the Canary Islands‘ suffer from a serious structural lack of
development aggravated by a number of constraints (remoteness, isolation,
smali size, difficult terrain and climate) whose unchanging nature and
combined Iimpact have serious effects on their economic and soclal
development; whereas these special constraints make it necessary to step
up Community support in order- to ensure that the Canary Islands are fully
invoived iIn the dynamic of the internal market; whereas this Community
support takes the form of operations under the reformed structural Funds
{(enjoying the priority given to the Objective 1 regions), but must also
ensure that the special constraints affecting the Canary Islands are taken
nh into account [n the application of common policles, In accordance with
the Community approach to the remoter regions, of which the adoption and
implementation of the POSEIDOM programme for the French overseas
departments is the first practical example;
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Whereas to achieve this, the Councii, pursuant to Article 9 of Regulation
(EEC) No ..../.., must adopt a multi-sector programme of opératlons
involving legislative measures and financial commitments to allow for the
special constraints on the Canary islands in the application of common
policies; '

Whereas, for the purposes of implementing this programme, the necessary
legal acts will be adopted either by the Council or by the Commission, as
appropriate, before 31 December 1992; whereas - the duration of the
application of the measures to be adopted could, In certaln cases, be
linked to the process of strengthening the integration of the Canary
Islands into common policies, or extend beyond this process, given the
permanent constraints which are a particular feature of the Canary Islands;

Whereas this programme must be based on the twofold principle that the
Canary Islands form an integral part of the Community and that the reﬁlonal
reality deriving from their particular geographical situation and their
historical economic and fiscal system must be recognized;

Whereas, for this reason, the special measures laid down by the programme
of operations must be part of the process of including the Canary Islands
in the customs territory of the Community and extending to these Islands
other provisions of Community law as stipulated in Regulation (EEC)
No ..../..; whereas these measures must accordingly take into account the
special characteristics and constraints of the Canary Islands without
undermining the Intdgrlty and coherence of the Community lega! order;

Whereas the economic effects of specific measures must remain limited to
the territory of the Canary Islands without affecting directly the
functioning of the common market;

Whereas Community rules must take account of the specific nature of the
Canary Islands and permit their economic and social development,
particularly in those areas where the fraglle nature of Island
territories is particularly acute, such as transport, taxation, the social
sector, research and development, or the protection of the environment in
view of the vulnerability of the Canary Islands to the increasing pressures
of tourism;
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Whereas the exceptional geographical situation of the Canary Islands in
relation to sources of suppty for products used as inputs in certaln food
sectors, which are essential for current consumption or processing in the
archipelago, entails costs that are a severe handicap for this area;
whereas there is a need, in this connection, to make special arrangeﬁents
for the supply of these products within the limits of local market needs

and taklng account of local production and traditional trade flows;

Whereas, for the same reasons and as part of the phased ihtroductlon of the
comnmon customs tariff, there is a néed to create the possibility of special
tariff or derogations from the common commercial policy for certain
sensitive products; whereas customs arrangements may also prove to be
appropriate for the regime applicable to the Canari Islands free zones;

Whereas the special production conditions in the Canary Islands require
that particular attention be paid to applying the common agricultural
policy to this region; whereas appropriate measures are needed to assist
the development of the fruit and vegetable and flowers and live plant
sectors; whereas these measures will have to promote the growing of
tropical products in particular; whereas it will also be necessary to
introduce other measures to support domestic production intended for local
consumption;

Wheréas certain flanking measures are required to accompany the application
of the common fisheries policy to the Canary Islands In order to take
account of the particular features of local production;

Whereas the preparation, implementation, monitoring and evaluation of the
measures provided for in this programme require a partnership between the
Commission and the competent natibnal and regional authorities; whereas
this partnership must permit complementarity between the measures laid down

in the programme and those applied at nationa! and regional level;
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wWhereas Spain and the region must take account of the measures and
operations under this programme in drafting future regional development
plans; whereas the Commission, within the scope of its powers, will take
steps to ensure that this programﬁe is consistent with the operations of

the structural Funds and other Community financial instruments, .

HAS DECIDED AS FOLLOWS:

Article 1§

1. Pursuant to Article 9 of Regulation (EEC) No .../..., an action
programme for the Canary Islands, known as POSEICAN (Programme of options
specific to the remote and insular nature of the Canary Islands) and set
out in the Annex, is hereby established. This programme shall cover
legislative measures and financial commitments.

2. Within the context of the powers conferred upon It by the Treaty, the
Council shall adopt the provislions necessary for the execution of this
programme and invite the Commission to submit the relevant proposals as
soon as possible.

Article 2
The financial resources required to implement the measures relating to
agricultural structures appearing in this programme shal! be determined in
the annual budgetary procedures.

Article 3
This Decision shall take effect on ... 1991.

Article 4
This Decision shall be pubiished In the Official Journal of the European

Communities.

Done at Brussels, ' For the Council
The President
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ANNEX

PROGRAMME OF OPTIONS SPECIFIC TO THE REMOTE AND INSULAR NATURE OF
THE CANARY [ISLANDS (POSEICAN)

TITLE 1
General principles

1. POSEICAN will be based on the twofold principle that the Canary Islands
form an Integral part of the Community and that the reglonal reality,
characterized by the special features and constraints specific to the
region concerned as distinct from the Community as a whole, must be
recognized.

2. Implementation of the measures and operations set out in the POSE {CAN
programme will in principle be carried out before 31 December 1992, through
the adoption either by the Council or by the Commission, as appropriate, of
the necessary legal acts, in accordance with the provisions and procedures
laid down in the Treaty.

3.1. The POSEICAN programme will help attain the general aims of the
Treaty by contributing to the achievement of the following specific
objectives:

- the realistic integration of the Canary Islands into the Community by
establishing an appropriate framework for the application of common
policlies in this area;

- the full involvement of the Canary lIslands in the dynamic of the
internal market by making optimum use of existing Community regulations
and instruments;

- assisting the Canary Islands to catch up economically and socially,
principally through Community financing of the specific measures
contained in POSEICAN.
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3.2. The Member State and the region will take into account the specific
measures and operations contained in POSEICAN when drawing up future
regional development plans. Within thé scope of its powers, the
Commission, for its part, will take steps to ensure that the operations
conducted under POSEICAN are consistent with the operations of the
structural Funds and other Community financial instruments.

3.3. fhe drafting, implementation, monitoring and evaluation of the
operations and measures contained In POSEICAN ﬁill be carried out in
partnership by the Commission and the national and regional authorities
concerned. Efforts will be made to ensure that POSEICAN operations and
those conducted at national and regional levels complement each other as
far as possible. |

4. The measures and operations contained Iin POSEICAN fall within the
framework of the inclusion of the Canary lIslands in the customs territory
of thé Community and the extension to these Islands of Communlty {faw in
force and should enable the specific nature and constraints oflthe Canary
Islands to be taken Iinto account without undermining the integrity and
coherence of the Community legal order.

TITLE 11
Application of common policies in the Canary Islands

5. Directives or other measures adopted in connection with the internal
market and other common policles will have to take account of the special
characteristics of the Canary lIslands and promote their economic and soclal
development, particularily in the fields of transport and taxation, social
matters, research and technologlical development {(without prejudice to the
Community framework programme on this topic) and protection of the
environment.
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TITLE 111

Specific measures to mitigate the effects of
the exceptional geographical situation

6.1. Within six months from the date on which this Decision takes effect,
the Council or the Commission, as appropriate, will adopt the measures laid
down in this article which are intended to alleviate the impact of the
additional costs involved in maintaining supplies of agricuitural products
resulting from the remote and insular nature of the Canary Islands.

6.2. In the case of essential agricultural products for consumption or
processing in the archipelago, this Community action will consist, within
the iimits of local market requirements and taking into account local
production and traditional trade fiows, in:

- exempting from levies and/or customs duties products originating in
non-member countries; in this connection special attention will be
paid to the possibilities of supplying the Canary Islands from nearby
developing countries; |

- permitting, 1in paralilel and In competition with products from
non-member countries and on equivalent terms, the supply of Community
products taken Into intervention storage or available on the Community

market.
The principles underlying the application of this system will be as
fol lows:

(a) With regard to the supply of inputs needed to sustain certain
processing and/or packaging industries making products for the local
market, this system should allow these industries to obtain supplies
direct from markets in non-Community or Comhunity countries, up to the
amounts stipulated in forecast supply balances, so that the goods
produced can meet the requlslfe specifications, notabiy as regards
quality. In the case of sugar in particular, the system must allow
traditional trade flows to be maintained.
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(b) In the case of supplies of other basic products, in order to ensure
that these measures have an impact on the lével of production costs and
consumer prices, a system will be set up to monitor this impact up to
the end-user stage. Should the impact be Judged inadequate, the supply
of unprocessed cereals may be replaced, in quantities to be determined
at the appropriate time, by the equivalent in flour form.

(¢c) In view of the complexity and diversity of supply circuits in the
Canary Islands, the Commission will be required to review the operation
of the provisions adopted on the basis of the principles set out above
with a view to making any adjustments needed. The first review will be
carried out at the end of the first year of application of these
provisions.

To help maintain local cereal production, no co-responsibility levy will be
charged.

6.3. Temporary restrictions may be applied to imports of pdtatoes to the
Canary lIslands at sensitive times, with provision for the gradual widening

of the quota until it is finally abandoned after seven marketing years.

6.4. Community aid to olive oil consumption wiil apply to the Canary
Istands on the terms in force in the Community as c¢onstituted on
31 December 1985.

6.5. To avoid any deflection of trade, products covered by the measures
referred to in paragraphs 6.2. and 6.4. may not be re-dispatched, whether

in the unaltered state or processed, to other parts of the Community.

6.6. Imports of raw or other tobaccos for use in the manufacture of
tobacco and originating in non-member countries will be exempt from customs
duty up to the amount required by the tobacco Iindustry in the Canary
Islands to cater for local consumption and exlstfng trade flows in
manufactured tobacco and with due account for supply possibiiities offered
by the ACP States.
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6.7. To promote the development of stockfarming to meet local market
needs, a system of aid for the purchase of breeding animals originating
inthe Community will be set up. Until such time as local production has
developed to a satisfactory level, this system may be accompanied by
temporary measures, with a phased reduction in quantities, to facilitate
the purchase of animals for fattening (cattle and pigs) and the procurement
of certain processed meat-based prbducts (pigmeat, beef/veal or poultry).
These measures will combine exempilon from levies for the products in
question originating in non-member countries and aid for the procurement of
such products from other parts of:the Community, to give such products
access on equivalent terms. The slituation will need to be reviewed after

the system has been in operation for four years.

7.1. At the request, with supporting documents, of the competent Spanish
authorities, specific tariff measures or derogations from the common
commercial policy may be adopted on a case by case basis for certaln
sensitive products:

- measures to take account of particular problems in a given sector of
local production Iintended for local consumption or tourism, with a
view to maintaining an exemptlion equivalent to that applied prior to
the entry into force of Council Regulation (EEC) No .../...;

-~ measures to allow access for consumer goods such as textiles,

clothes, optical and electronic equipment or means of transport.

7.2. The measures referred to in paragraph 7.1 must be carefully tailored
to the Canary Islands’ domestic market to avoid any deflection of trade.
The appllcétion of such measures must, in princlple, be flimited to the
transitional perilod provided for under Article 6 of Council Regulation
(EEC) No .../... for the gradual adoption of the Common Customs Tariff to
the Canary lIslands. In the year preceding the expiry of this period the
Commission will evaluate the measures adopted and review the slﬁuatlon.

8. (inward processing operations carried out in the Canary Islands free
zones will not be subject to the economic conditions attaching to these
arrangements.
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TITLE |V
Specific measures to support Canary Island products

9. |In view of the economic and social importance of bananas for the Canary
Islands .and the objective of a fair standard of living for producers, the
Commission will, without waiting for the adoption of common rules, decide
on structural action to assist this sector. With a view to improving the
conditions of production and competition, such action will include measures
concerning research, harvesting, presentation and processing, transport,
storage, marketing and commerclal promotion.

The Council, acting on a proposal from the Commission, will lay down
provisions for bananas before 31 December 1992 with a view to the
compietion of the single market.

10.1. Within six months from the date on which this Decision takes effect
the Council or the Commission, as appropriate, will adopt the measures
referred to in this article.

10.2. Measures for the fruit and vegetable and flowers and live plants
sectors may take the form of:

- temporary aid per hectare for programmes carried out by producers and
producer groups or organizations to diversify production and/or
improve product quality; these programmes, from which tomato-growing
would be excluded, should serve to develop tropical products in
particular.. Additional aid may be granted In cases where these
programmes include technical assistance measures;

- aid for the mérketing of tropical products where the volume of trade
does not exceed 10 000 tonnes for each product, under (marketing
season contracts between Canary Island producers and operators in
other parts of the Community;
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- the funding of an economic analysis and forward planning study of the
processed fruit and vegetable sector (particularly tropical fruit and
vegetables).

10.3. Other measures to help support domestic product for local

consumption may take the form of:

- specific ald per hectare for potato-growing, within the Iimits of the
present areas under cultivation, irrespective of any measures which
might be adopted in the contéxt of a market organization for this
product;

- to satisfy the consumer habits for wines prodﬁced in the archipelago,
‘exemption from compulsory distilfation and non-application of
voluntary distillation laid down by Community legislation and
non-application of the grubbing premium;

- in the dairy sector, the setting of the quota at a level which will
allow reasonable development of production in the Canary Islands
without, however, disrupting traditional trade flows;

- in the case of animal products for .the local market, specific aid for
producers’ groups or organizations for training and technical

assistance programmes;

- specific aid to support products of traditional Canary Island
stockfarming and intended for local consumption.

10.4. To encourage farmers in the Canary Islands to supply high-quality
products and to promote the marketing of these products, the Community may
finance the design and promotion of a logo.

10.5. Directive 77/93/EEC on protective measures against the Jntroductidn
into.- the Member States of harmful organisms of plants or plant products
will be adapted to accommodate the specific plant health situation in the
Canary Islands. ’ -
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10.6. Special exceptions may be made, on the basis of duly substantiated
requests from the Spanish authorities, to brovisions restricting or
preventing the granting of certain types of structural aid to reflect the
special chafacteristics of agriculture in the Cahary Islands.

11.1. In the case of fishery products, a reinforced system of aid will be
established in favour of producers’ organizations, which must be set up
within five years of the date on which Council Regulation (EEC) No .../...
enters into force; this aid will apply for five years following the date

on which these organizations are recognized.

11.2. In view of the special situation of the sardine market and the
problem of the price of. this product in the Canary lIslands, a conversion

factor specific to sardines marketed within the Canary lIslands will be ..

applied in accordance with Article 12(2) of Regulation (EEC) No 3796/81.
Within two years following the introduction of the market organization in
the cCanary Islands, the Commission wili investigate the possibility of
applying arrangements to bring prices into line. As the Commuhity price
system can only apply if the products put on sale are accessible to all the
operators concerned, the Member State and the Community will take the
necessary steps to ensure that the sardine marketing structures in the

Canary Islands are adapted to meet this condition.
12.3. The Community will endeavour, within the scope of its powers In

international trade, to obtain improvements from its partners in order to

facilitate Community exports of cephalopods to the countries concerned.

TITLE V

S

Final provision

13. The Commission will report annually to the Council on progress in the
implementation of the POSEICAN programme.
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