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ACTION MT'IJO.RANDTI FOR THE MISSION DIR:CTR 

FROM: PROG, John GiuS an Ulrich ErnstL 
SUBJECT: 
 Economic 
Policy Analysis Support Project, 608-0191
 

PROBLEM: 
 Your approval is required for (1) the 
Economic Policy Analysis
Support Project, 608-0191, and 
(2) the attached Amendment No. i to
the Project Authorization.
 

DISCUSSION: 
 The 
Near East Advisory Committee (NEAC) approved the
Identification Document (PID) for the subject project on March 27, 
Project
 

Pursuant to Redelegation of Authority No. 113.3A, as 
1985.
 

amended April 4, 1985,
you have the authority to authorize new projects up to 420 million
life-of-project 
total. 
This project falls within these limits.
 

The project will assist efforts of the 
GOM to 
develop its economic policy
development, appraisal and implementation capabilities.
 

The NEAC guidance cable (State 103195)
subject to the 
following decisions: 
stated that the PP may be approved


(1) To clarify the project goal and
purpose to focus 
on assisting the GOM in its move towards a more
market-oriented 
economy. 
(2) Technical assistance directed toward public
enterprises should focus on increasing 
the market orientation of such
enterprises. 
 (3) 
 The Mission should consider a four-year LOP. (4)
Provisions to assure coordination/compatibility 

between this project and
related USAID project are needed. 
 (5) Careful attention should be given to
the evaluation strategy and funding. (6) 
 More explicit criteria for the
selection of subprojects are required.
 

The Project Paper responds to these NEAC decisions.
the subproject selection criteria limit support 
The goal statement and
 

to efforts directed at
increased market orientation. 
The evaluation plan identifies specific data
needed to describe the "before" situation for the project as 
a whole. 
 In
addition, a Logical Framework and an evaluation design are required for each
subproject. 
 The selection criteria have been tightened.
 

The Project Paper also responds to

longer LOP. 

the NEAC recommendation to consider a
After careful evaluation of the needs and opportunities, the most
appropriate choice appeared to be 
that of a five-year LOP.
entailed a The choice
commensurate increase in the LOP budget for the AID contribution,
from the 44.8 million shown'in the PID to 48.6 million. 
Of that amount,
475,000 has already been obligated under a 
Limited Scope Grant Agreement 
for
the purchase of microcomputers for the Direction des Prix in the Ministry of
Economic Affairs; 
the Limited Scope Grant Agreement was signed July 22, 1985,
and work on this first phase is progressing.
 

A Congressional Notification was 
sent to Congress on April 11, 
1985 and
expired without objection April 26, 1985.
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ROi\ EE£'ATiCN: 'aat you n.iate your a proval of theAnalysis rco,. C PocvSupport Frclect (63&-0191) by qg1ng -- the f-cPaper and het of the Pc.'ertthe attached Amendment No. I to the Project Authorization for a
lifE-c.-project total of 18.6 million.
 

Clearance: A. Williams, RLA
 
M. Matthews, CON -
J. Smith, PROG/ECON 
 "
 
C. Johnson, D/DIR 
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AMENDMENT NUIKBER ONE 
TO 

PROJECT AUTHORIZATION 

Name of Country/Entity: Morocco 
 Name of Project: Economic
 

Policy Analysis
 
Support
 

Number of Project: 608-01.91
 

1. Pursuant 
to Section 106 of the Foreign Assistance Act of 1961, as 
amended,
Phase I of the Economic Policy Analysis Support Project for Morocco
(Cooperating Country) was authorized on July 2, 1985. 
 That authorization is
hereby amended to include the entire project as 
follows:
 

a. Paragraph I is deleted in its entirety and the following paragrpah
is inserted in lieu thereof:
 

"Pursuant to Section 106 of Foreignthe Assistance Act of 1961, asamended, I hereby authorize the Economic Policy Analysis Support Project forMorocco (the "Cooperating Country") involving planned obligations of not 
to
exceed $8,600,000 in grant funds over a five year period from date of
authorization subject to the availability of funds in accordance with the
A.I.D. OYB/allotment process, to help in financing foreign exchange and local
currency costs for the project. 
The planned life of the project is five years
and three months from the date of initial obligation."
 

b. To paragraph 2 is added the following:
 

"Phase two of the project consists of a number of separate
subprojects which have as 
their goal to support the Cooperating Country's
economic policy reform and structural adjustment efforts toward 
a more
market-oriented economic system and as 
their purpose the strenghtening of the
capacity of the Cooperating Country to carry out economic policy development
and appraisal. This will be accomplished through the provision of technical

assistance, training and commodities."
 

c. The following CondItions Precedent are 
added in substance to

subparagraph B.
 

(i)"Prior to disbursement for any subproject under the Grant, or
to the issuance by A.I.D. of commitment documents pursuant 
to which
disbursement will be made, the Grantee and A.I.D. shall have signed a
Memorandum of Understanding which sets out all of the 
terms and conditions of
that subproject and which reflects adequate planning for that subproject in
accordance with A.I.D. requirements."
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(ii) "Prior to disbursement un-er any subproject, 
or
by A.I. D. of conmitment documents pursuant 
to the issuance
 

tc which disbursement will be
made, for computer hardware, the Grantee will present to 
A.I.D. in form and
substance satisfactory to 
A.I.D. a maintenance plan for such equi;iTent."
 

d. The following Covenants are added in substance 
to subparagraph C.
 

(i)"The Cooperating Country agrees that all subprojects must m&et
criteria set out in Annex I to the
the Project Agreement in order to 
be funded
 
under the Grant."
 

(ii)"The Cooperating Country agrees to 
provide within 90 days of
signature of this Agreement 
a statement designating officers within the
Ministry of Economic Affairs charged with the implementation of this Project
and the coordination with other participating Ministries 
or agencies. The
statement shall include a definition of the responsibilities and authorities
 
of the designated officers."
 

(iii) "The Parties agree that 
this project is designed to assist the
Grantee in its efforts to achieve 
a market-oriented economy through economic
policy reform and that changes in this orientation may be cause 
for

termination of this project by A.I.D."
 

2. The authorization cited above remains in force except as 
hereby amended.
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I. SL'MYARY AND RECO}ENDATIONS
 

A. The Problem
 

The Goverrment Morocco 
economic crisis and 

of (GOM) is currently attetupting to master a severeto lay the foundation for better economic performance in
the future. 
The economic crisis is characterized by the familiar symptoms
large chronic savings-investment and foreign-exchange gaps (both fueled by an
ambitious public-sector investment program), mounting external debt, inability
to service this debt, need to reschedule, and subsequent austerity. 
With the
support of the IHF and other donors, the GOM had taken measures to stabilize
 
the economy.
 

At the same time, 
the GOM has embarked upon a comprehensive program of
economic policy reform 
to 
overcome structural weaknesses. This program aims
at 
a fundamental reorientation of the economy away from import substitution
activities toward export markets. 
 It also seeks to reduce the role of
government in favor of greater reliance on market' forces.
 

The combination of stabilizition and structural adjustment efforts poses a
serious challenge to the GOM. 
 Economic policy reforms and structural change
imply transaction costs 
 while the overall impact will be positive in the
medium and long term, some groups will be 
adversely affected, especially in
the short run. The GOM is dependent on the support of all segments of thepolitical spectrum. It therefore often moves cautiously, largely because theconsequences of certain policy alternatives are not well understood.
Moreover, effective implementation of 
new policies is frequently hamp~ced by
inadequate administrative capabilities.
 

In this situation, the ability to develop specific policy alternatives, to
appraise their consequences and 
to carry out new policies swiftly and
effectively becomes critical. 
With respect to economic policy analysis, the
GOM has developed good capabilities in some departments. However, overall it
has often had to rely on external policy advice, sincc its in-house
capabilities are insufficiently developed. 
 Data on even basic economic
variables are available only after considerable delays, and 
are not entirely
reliable even then. 
Short-term forecasting for budget planning and fiscal and
monetary policies is virtually non-existent. 
Public investments in
infrastructure are often launched without an adequate assessment of costs and
benefits because no 
project appraisal standards have been promulgated, nor
could they be met by the various technical ministries who lack staff with an
adequate background in financial and ecnnomic appraisal techniques.
 

The GOM recognizes that the dearth of relevant data, analysis skills and
policy advice hampers its policy reforms. It has also expressed its
commitment to improving its capabilities in economic policy implementation.
Acting on this commitment, several departments have initiated efforts todevelop their institutional capabilities in economic policy development,appraisal and implementation. 
These efforts form the context for the Project

described here.
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B. The Opportunity
 

I. 
 The GOM Position 

In its efforts to build up its economic policy development, appraisal and
implementation capabilities, the GOM has begun to seek financial and technical
assistance. 
While much of t!.e
data 

attention has focused on office automation,processing and computing equipment, the GOM agencies have recognized the
need for technical assistance and further training of analysts and
administrators in the agencies and departments responsible for economic
analysis.
 

More importantly, key agencies have acknowledged the need to cooperate
closely in developing such capabilities, rather than proceeding in an 
isolated
manner, to take advantage of economies of scale and
compatibility and data exchange. 
to improve prospects for
As
efforts not only exist, but 

a result, linkages among different
 
responsible. 

are in fact actively cultivated by the officials
This orientation offers considerable opportunities for pursuing
a common strztegic perspective across GOM departments.
 

2. 
 The USAID Position
 

The n-w emphasis on the development of policy analysis capabilities
corresponds to positions long held by USAID in
USAID has sought the policy dialogue. In fact,
to strengthen these capabilities through a number of projects
by supporting, for example, 
the development of better economic and demographic
data, providing assistance to the Ministry of Energy and Mines to build
in-house capabilities in energy investment project appraisal and national
energy planning, and supporting similar efforts in 
the Ministry of Agriculture
in the area of agricultural policy and statistics.
 

Moreover, USAID strongly supports the basic thrust of the GOM's structural
economic policy reforms now underway 
 greater reliance on market mechanisms,
less government control, and a growing role for the private sector.
Contributing to a successful implementation of this reform therefore attainshigh priority. 

The cupport of the creation and strengthening of institutional
capabilities in economic policy dEvelopment and appraisal represents an area
of comparative advantage for LSAID vis-a-vis other donors. 
First of all,
USAID's continuing presence allows for effective project development as
of the policy dialogue. part
It enables USAID to respond more quickly to
opportunities to intervene and assist in defining the scope and approach for
economic nnalysis units. 
 Second, USAID's consistent support for the
priuciples of the policy reform lend its project activities greater
credibility. 
Third, while the "microcomputer revolution" is worldwide, the US
is still viewed as 
the pioneer in applying microcomputer technology to
economic and management problems.
 



C. lSAID Proposal
 

1. Brief Project Description
 

The proposed Project is 
designed to contribute to
reorientation of the successful
the Moroccan economy toward 
greater reliance on market forces
by supporting the development of institutional capabilities of 
GOM agencies in
economic policy analysis and management. 
 In the short run, the Project aims
at improving 
the information available 
to economic policy makers and
managers. 
 In the long run, it 
seeks to build better capabilities for 
economic
policy advice and implementation.
 

The Project design assures maximum flexibility for 
USAID to respond to
opportunities identified and developed by Mission staff in cooperation with
GOM agencies 
to mold and support institutional efforts contributing directly
to 
better economic policy analysis and management capabilities. 
 Consequently,
the Project will comprise several subprojects with separate "identities," 
but
organized and administered within a common strategic framework. 
 Candidate
subprojects include technical assistance and related supporL 
to:
 

* 
 the COM agency playing 
a key role in smoothing the transition from an
economy with extensive price regulation and control 
to a market
economy relying much more on 
the price system, the Direction des Prix
in the Ministry of Economic Affairs;
 

* 
 the national training program in economic and financial analysis for
GOM investment project analysts (PNAP);
 

" 
 the agencies involved in planning and budgeting the investment
portion of the 
GOM's annual budget and its multi-year plans;
 

* 
 the national statistics office (Direction de la Statistique, Ministry
of Plan) in developing and organizing its data ',ases 
to facilitate
 access and use by analysts in other GOM agencies.
 

Each of the potential subprojects must meet certain criteria which relate to
their policy orientation, their prospects for creating lasting capabilities as
evidenced by 
the institiitional arrangements ai.d 
availability of qualified
counterpart staff, 
and Lleir relationship to other subprojects or other USAID
projects. 
 The key requirement will be 
a demonstrable contribution to 
the
specific objectives of the economic policy reform.
 

2. Expected Impacts
 

The expected Project impacts fall into four categories. 
 First, the
Project will contribute to the establishment of departments in GOM agencies
capable of providing high-quality economic analysis and policy advice.
Second, the Project should instill greater confidence in such analysis and
policy advise on the part of 
GOM policy makers. 
 Greater confidence in turn
means greater reliance on this type of information in formulating and
implementing policies. 
Third, the Project will contribute 
to the promv!gation
of economic analysis standards in policy formulation and implementation.
Fourth, the Project will contribute to more 
timely and reliable information
for economic policy implementation, thereby removing existing bottlenecks.
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3. Resource Requirements and 
Costs
 

The project incorporates three elements 
 technical assistance by highly
qualified resident and TDY advisers, training and continuing education for GOM
ICounrpart staff, and data processing and analysis equipment, especially
microcomputers.
 

The exact 
resource requirements are a function of the specifications and
needs of the individual subprojects developed under this Project.
total cofts At present,
for all subprojects over the five-yearestimated life of the Projectas are
$11.5 million, with the GOM contributing the equivalent of 32.9
million, and 
USAID 48.6 million. 
These estimates are discussed in greater
detail in Section IV.
 

D. Recommendations
 

The USAID project committee has determined that the proposed activities
are technically, administratively, and financially feasible within the
five-year life-of-project period. 
 The Project Identification Document (PID)
for this Project was 
reviewed and approved in AID/Wasnington on March 27,
1985. 
 The NEAC approval identified a number of issues (see NEAC guidance
cable in Appendix B) that have been addressed in this Project Paper.
therefore recommended that this Project be approved and authorized. 
It is
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II. BACKGROUND
 

A. 
Morocco's Economic Situation and Policy Response
 

Morocco is currently trying to 
cope with an economic crisis of staggering
proportions. 
 Its total foreign debt exceeds the level of its annual GDP 
-- arelative burden far heavier than that of 
some 

the 

of the major debtor nations in
Third World. In the 19 8
 0's, growth in real per capita income has been
negative, even measured in the domestic currency. 
 As a result of the rapid
decline of the dirham relative to the dollar, per capita income measured in
dollars had f.llen below 4750 by official World Bank estimates in 1983, making
Morocco eligible for special concessional terms for development aid.
 

Encouraged and supported by the international donor community, the
Government of Morocco (GOM) has embarked upon an ambitious program aiming at
both stabilization and structural adjustment. 
This combination presents an
extremely difficult policy challenge. Thus far, Morocco has shown
considerable determination and discipline in "hewing to the line." 
 Even so,
the economy failed to reach many of the performance targets, largely a result
of resource constraints and an adverse economic envLronment.
 

The present section briefly reviews the country's economic situation to
identify some of the key problems. It proceeds to 
a brief sketch of the
policy environment and some of the key elements of economic policy reform. 

1. Overall Economic Growth
 

Until the 1980's, Morocco registered a respectable economic growth
performance. Throughout the 1970's, 
the country's Gross Domestic Product
(GDP) in constant prices increased at an average annual rate about twice the
official population growth rate. 
 Per capita income in constant dirhams
increased at an annual rate of about 2.5 percent during this decade. 
 For the
period 1980-84, 
the average annual growth rate for the GDP (in constant
prices) fell below the population growth rate, implying a decline in real per

capita income.
 

Events beyond the GOM's control -- a long-lasting drought and a worldwide
recession in the early 19 80's, followed by the precipitous fall of Morocco's
 currency vis-a-vis the dollar 
 account for much of the country's
disappointing performance in the first part of this decade. 
 Not all of the
blame 
can be placed on outside events, however. Their impacts have been
exacerbated by the country's vulnerable economic structure, itself largely a
result of the economic policies pursued. These policies tended 
to follow
all-too-familiar patterns; high levels of protection providing incentives for
import substitution activities; 
a crazy quilL of subsidies and price controls
that kept prices of some goods and services (including capital) below their
economic value, while keeping prices of other goods too high through the
expedient of a cost-plus price setting procedure; a rapidly growing role of
the public sector, both public administration and public enterprises most of
which require large subsidies from the Treasury to stay financially afloat;
and inadequate coordination between pianning, budgeting and budget management.
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2. Investment
 

The public hector emprned as 
the engine of growth in the late 1970's.
Until the mid-1970's, 
the GOM pursued a reasonably cautious economic policy.
As illustrated in Figure I1.1, 
in the late 1960's and early 1970's, gross
investment hovered around 15 percent of GDP. 
 In 1974, Morocco managed to
quadruple its export earnings from its phosphate operations by raising prices
in response to a sharp rise in world demand. 
 The resulting gain was
sufficient to absorb the effects of the first oil price shock and provide
ample foreign exchange to 
finance an ambitious investment program.
investment expanded rapidly. Public
 
The scope of this policy shift is reflected in
the ratio of total gross investment to GDP which reached a peak of 27.6
 

percent in 1977.
 

The phosphate boom proved shortlived. In response to
revenues, public investment tapered off somewhat. 
the shortfalls in
 

investment as 
Even so, while total gross
a percentage of GDP dropped, the ratio did not return to
pre-1975 levels. the
Instead, it has remained in the range of 21 to
since 1978. 23 percent
Even the austerity budgets since 1983, which have slashed public
investment expenditures from the planned levels, have proved unable to lower
this share appreciably. That is 
in part a reflection of the high aspirations


of the 1981-85 Five-Year Plan.
 

Domestic savings are insufficient to finance investment, since they amount
to only approximately 11 
to 12 percent of GDP, dropping as low as
in 1982. 8.4 percent
Even when domestic savings are augmented by net factor income from
abroad, primarily remittances from Moroccan workers abroad (the second-most
important source of foreign exchange after phosphates), total national savings
barely exceed 15 percent of GDP, still far short of total investment.
 

The inability to finance investment out 
of national savings represents one
facet of the problem. 
 The other is the low productivity of investments that
have been undertaken, illustrated by the increase in the incremental
capital-output ratio (ICOR) from 3 in the mid-1970's to 
8 by the early
1980 's. In the private sector, generous investmentartificially low incentives and anprice of capital have favored capital-intensive projects. Inthe public sector, many investments have been undertaken without adequate
financial and economic analysis. 
Moreover, public sector decision makersoften yielded to 
a penchant for large-scale projects. 
have 

3. 
 Foreign TradeandBalance of Payments
 

The policies that shaped investment patterns and levels are
in Morocco's foreign trade history. 
also reflected


Until the mid-1970's, the trade deficit
remained small and manageable, as illustrated in Figure 11.2.
earnings doubled as In 1974, export
earnitigs from phosphates quadrupled. Seeking to take
advantage of this gain, the GOM launched 
an ambitious investment program.
This program meant 
a sharp increase in imports which continued even as
phosphates boom fizzled and export earnings actually aeclined. 
the
 

The continued
high level of imports was due in part to the fact that imports reflected
multi-year investment commitments, in part 
to rapid price increases for
imports, especially with the second oil shock.
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Since the late 1970's, Morocco has registered a reasonably good export
performance, with annual increases (in current dirhams) of 18 to 
30 percent.
But the growth In exports has been outpaced by imports. The two exceptions to
this trend -- the 
two dips in the import curve 
 are 1978, the first year of
a three-year stabilization program adopted in response to the emerging crisis,
and 1983, when the 
GOM clamped down on 
imports by requiring licenses for any
imports and granting such licenses only after long delays and bureaucratic
reviews. 
Under this regime, many imports were postponed to 1984, when total
imports increased by 
some 34 percent. 
Much of that growth, however, was due
to 
food and energy needed because of the drought. Increases in imports of
consumer goods have been less than had been feared.
 

The overall balance of payments has benefited from the remittances of
Moroccan workers abroad as well as 
tourism. 
Workers' remittances have been
sensitive to the effective interest rates offered by Moroccan banks, in part a
function of the exchange rate. A number of measures have been taken in thepast to encourage these deposits, such as preferential exchange rates. Aspart of the economic policy reform now underway, 'banks can offer better
interest rates. 
 In 1984, workers' remittances amounted to some 7.6 billion
dirhams (US-1760 million), corresponding to roughly 85 percent of export
earnings from phosphate operations.
 

To finance the foreign exchange gap, Morocco relied heavily on external
borrowing. Increasingly, it turned to private lenders. 
 This trend, together
with generally worsening financial conditions worldwide, meant that average
loan conditions have hardened considerably. 
 In 1984, total disbursed debt
surpassed total GDP, amounting to some 108 percent of GDP. 
 Unable to sustain
the debt service, Morocco sought and received 
a rescheduling of its external
debt for the period 1983-84. The GOM has requested a further rescheduling of
official and commercial debt due in 1985 and 1986. 

In 1983, Morocco also negotiated an IMF Stand-By Arrangement providingSDR300 million for an 18-month period. Negotiations have been completed with
the IMF for another Stand-By Arrangement covering the period April 1984 toFebruary 1987, for an amount of SDR225 million. The structural adjustment
efforts have been supported by two Industrial and Trade Policy Adjustment
(ITPA) Loans from the World Bank, for 4150 million (approved in January 1984)
and for $200 million (approved in June 1985). 
 These two ITPA Loans have been

complemented by number of sectoral loans. 

4. Economic Policy Reform 

The GOM has outlined the scope and depth of its economic policy reform in
agreements with the 
IMF and the World Bank. 
With respect to stabilization,
the GOM adopted a number of steps to curtail the current account deficit,reduce the budget deficit, increase prices for several key items (notably
energy products) as 
part of the overall pricing policy reform, control
domestic credit expansion, maintain a flexible exchange rate policy, and limit
 
external borrowing.
 

Some key targets agreed upon in the context 
of the 1983 Stand-By
Arrangement best illustrate the magnitude of the GOM's task. 
 In 1982, the
budget deficit amounted to 12.5 percent of GDP; 
the target for 1984 was
percent (after debt relief) 6.6
 
-- just slightly over half of the 1983 figure. 
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Similarly, the 1984 target for the savings-'nvestment
about one-half of the actual number for 1982, 
gap represented just
 

Finally, the 6.7 vs. 13.5 percent of GDP.
current account deficit was to be lowered from 11.9 percent of
GDP in 1982 to 6.0 percent in 1984, after debt rescheduling and including

grants.
 

The GOM has demonstrated its determination to follow through on
stabilization program by implementing many of the policy measures agreed to.
For example, the 1984 budget deficit was held 
to 6.7 percent, albeit at the
 

the
 

cost of significant cutbacks in the investment budget. 
 Even so, Morocco
failed to reach several key targets: largely because of remaining resource
constraints and adverse environmental conditions. 
 A continuing drought
necessitated higher imports of food and energy than had been foreseen and
depressed overall economic performance. 
 Thus, the current account deficit for
1984 	exceeded the target substantially, and the annual growth rate for GDP at
2.4 percent fell short of the 3
-percent target for 1984.1 
Since imports
grew much faster than targeted, the current account deficit amounted to 8.1
percent, considerably higher than the 6
-percent target.
savings-investment 	 In addition, the
gap has been estimated at 10.5 percent, almost 60 percent
above the 
6 .7-percent target.
 

The GOM also negotiated a significant exception to the changes in pricing
and subsidy policies: 
consumer subsidies for basic necessities (flour, sugar,
and edible oils) will continue and will only be phased out 
over a five-year
period with a first increase becoming effective September 1, 1985.
 

The main thrust of the structural adjustment efforts is twofold:
reduce the role of the state in favor of to
 
e more market-oriented economy, and
to encourage exports as 
the engine of economic growth. 
 These efforts entail a
gamut of policy changes which can be grouped into six major categories:
 

(1) 	Pricing policy reform, the gradual replacement of a cumbersome
system of price regulation and control to 
a system with 
a minimum of
regulatory oversight;
 

(2) 	dismantling the existing system of 
tariffs, 
taxes and administrative
procedures that made investments in import substitution activities
much more attractive than export-oriented options, and the
development of the necessary structures and support mechanisms to
 move to an outward-oriented economy;
 

(3) 	measures 
to improve the performance of state-owned enterprises,
including steps to increase involvement of the private sector;
 
(4) financial sector reform to mobilize savings and bring the cost of
capital closer to its economic value;
 

(5) tax reform to reduce distortions inherent in the previous structure
and to improve long-term revenue prospects for the government; 

More 
I/ The actual GDP growth rate for 1984 is shrouded in uncertainty.recent estimates by the Bank of Morocco put it at 3.9 percent, whichwould imply an unexpected turn to the better.
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(6) improvements in the 
GOM's planning and budgeting system to improve
the productivity of public investments and streamline budget planning

management.
 

Some of these measures are reasonably simple 
to institute. 
 For example,
the GOM has made considerable progress in liberalizing prices for many goods
and services, although it 
has retained elements of 
the price regulation
structure to monitor developments. Moreover, prices for a small number of yet
very important items, such as 
flour, remain controlled (and subsidized).
 

Progress in other areas 
has been slower, in part because of political
requirements (e.g., in the case of 
of the measures 

tax reform), in part because of complexityto be implemented (e.g., in thefinancial case of export promotion orsector reform), and in part becauce the
painstakingly developed (e.g., 
required information must be
the determination of mutual arrearages between
the state and public enterprises as a precondition for public enterprise


reform).
 

Many elements of 
the economic policy reform are greeted with trepidation
by various economic and social strata 
 sometimes justifiably
adjustment process is so because the
not always painless. At 
the meeting of the Consultative
Group in January 1985, participants noted the particular dIfficulties of
achieving structural change at 
the current time of

constraints. severe budget and borrowing
Without debt rescheduling over the next few years and
substantial concessional assistance the Moroccan economy cannot be expected
maintain the pace needed to
to prevent further decline in per capita income
during the period of restructuring. 

to the basic 

Even so, the GOM appears firmly committed
tenets of the economic policy reform, seeking to rely more and
more on market forces to stimulate economic development. The success of this
stategy hinges on the economy's ability to change and adapt,
of new opportunities, to 
to take advantage
prune inefficient activities, 
to grow in new areas,
and to prosper in 
a more competitive environment.
 

B. USAID's Country Strategy
 

The current policy reform environment offers an unprecedented opportunity
to enhance USAID's policy dialogue with the GOM. 
USAID can contribute to the
success of the endeavor by providing support and technical assistance to
strategic links in the institutional fabric charged with the responsibility
for economic policy. 
 Two factors combine to create this opportunity.
austerity in the public sector has not 
First,


only reinforced recognition of the
private sector as a principal agent of economic growth. 
 It has also meant
greater policy leverage for any form of concessional assistance. 
Second, many
elements of the policy reform reflect positions long held by USAID, which
cannot help but lend greater weight to our arguments in the on-going policy

dialogue.
 

The current Mission portfolio is characterized by an emphasis on key
sectors, agriculture, health and population policy, and energy. 
Overall goals
in these sectors have been summarized as 
follows:
 

(1) 
to increase Morocco's agricultural production in the rainfed areas;
 
(2) to reduce substantially the high rate of population growth; and
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(3) 
to accelerate the development of domestic 
resources of conventional
and renewable energy and 
to rationalize erergy policies and

investments. 
 (FY 1986 CDSS)
 

Across these three sectors, projects have incorporated common themes, such as
an emphasis on market orientation, efficient management, and adequate pricing
or cost recovery. 
These elements tie directly into the overall policy
reform. Consequently, the Mission is exploring options to complement its
existing portfolio through new initiatives to support the efforts
an outward-oriented market economy. to move to
As part of these initiatives, USAID hadprovided financial and technical assistance to the national training programin project appraisal and management forms a key part
to 

that of a broader effortimprove the planning and budgeting process. 

A major new project focuses 
on economic recovery by
promotion. : ntributing to export
The project will support efforts to 
strengthen the critical but 
so
far largely neglected area of export credit insurance, provide credit for
imports needed by exporters, and finance technical and managerial assistance
and training for exporters to help them penetrate successfully new markets
 
abroad.
 

Focusing on economic policy reform, the present Project is designed to
help the GOM to overcome one 
of the key obstacles to reducing its role in and
improving its management of 
the Moroccan economy
formulating and implementing economic policies. 
inadequate information for
 

An adequate understanding of
the consequences of major policy alternatives is 
a sine qua
effective policy choices. non for more
Similarly, more 
time'y and more reliable
information is critical for effective policy execution. 
 The Project will
provide assistance to various activities designed to develop the institutional
capabilities of GOM agencies in policy appraisal, planning and budgeting, and
management 
to smooth the transition to 

economy. 

a market oriented and competitive
It represents a type of assistance combining policy dialogue and
institution-building that offers considerable leverage in contributing to a
strengthening of market forces in the Moroccan economy, thereby building a
more efficient and equitable economic system. 
 The project is specifically
designed to give USAID the needed flexibility to 
respond effectiveiy to
relevant needs and opportunities in economic policy formulation, appraisal,

and implementation.
 



1Il. PROJECT RATIONALE AND DESCRIPTION
 

A. Project Objectives
 

I. 
Goal: Successful Transition to a More Market-Oriented Economy
 

Morocco's currunt economic policy reform represents a bold effort
capitalize on to
the strengths of its economy, to rely more on market forces,
encourage the private sector, to reduce the 
to
 

role of the public sector, and
improve its overall performance. to
Along with the other international donors,
especially the World Bank and the International Monetary Fund,
its full support USAID has lent
to this effort. 
 A successful implementation of the reform
and adherence 
to its 
principles will enable the Government of Morocco (GOM) 
to
master the current crisis and to lay the foundations for continued prosperity
in the future. The conviction that the 
GOM is pursuing the right course
defines 
the global goal for this Project:
 

To support the Government of Morocco's economic policy
reform and structural adjustment efforts towards 
a more

market-oriented economic system.
 

The reforms extend into many areas of economic policy formulation and
management 
-- foreign trade, pricing policy and regulation, financial sector
organization, public enterprises, and fiscal policy and budget management.
succeed, To
these reforms must register appreciable progress. 
 While some false
starts and missed opportunities are inevitable, overall progress must be swift
to improve the country's precarious economic position and to maintain
political support for the reform program.
 

2. 
Purpose: Improve Economic PolicyAnalysis Capabilities
 

The purpose of the Project derives from the overall goal and an assessment
of USAID's particular opportunities in supporting the economic policy reform
in cooperation with other donors. 
 A major task of
is the COM in pursuing reform
to adapt general principles and prescriptions to the Moroccan context.
That typically requires a solid understanding of the full range of available
options and their strengths and weaknesses relative to
of the Moroccan economic and social fabric. 
the existing structure
 

The actual implementation of
specific policy measures also requires an understanding of the consequences of
alternatives in 
terms of approach, timing, 
or other complementary or possibly
counterproductive actions.
 

Both economic policy formulation and execution place a premium on
information -- information on what options or variants exist for a given
policy measure and on their consequences under different assumptions about the
changing economic, political and social context. 
 To pursue economic policy
reform with confidence, the Government of Morocco depends on adequate and
timely information on 
the current situation as well
consequences of alternative courses 
as on the likely


of action.

draw on While many GOM agencies can
the services of well-trained and experienced officials, the
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institutional capabilities in providing timely and reliable information are
limited. 
 A recent (February 1985) study focusing 
on project-oriented economic
and finlancial appraisal capabilities within GOM agencies indicated serious
 
shortcomings.
 

To pursue more 
effective economic policies, the 
GOM must develop its
capabilities in the area of economic policy analysis and implementation.

need creates an opportunity for USAID to 

This
 
play a pivotal role in supporting
economic policy reform and structural adjustment USAID can assist
.


effectively in such efforts because it constitutes a continuing presence
critical in developing and implementing such efforts. 
Moreover, USAID can
better assess 
the policy context for any such efforts through its on-going
policy dialogue and its other project activities. This comparative advantage
vis-a-vis other donors leads to the specification of the principal purpose of
 
the Project:
 

To strengthen the capacity of the Government of Morocco to carry out

economic policy development, appraisai and implementation.
 

This formulation of the principal purpose of the Project responds directly
to recent efforts of the Government of Morocco to improve economic policy
analysis and implementation capabilities in various agencies. 
 Some of these
initiatives have been conceived and pursued independently by some
departments. More typically, though, they are 
the result of close cooperation
among different agencies, seeking to take advantage of existing institutional
linkages, skills, training opportunities, data processing and analysis
capabilitites, etc. 
 These initiatives offer excellent opportunities for USAID
to provide effective assistance to 
individual departments and units within a
rommon strategic orientation. 
While traditional administrative
responsibilities must be respected, 
the common framework will allow for
greater overall efficiency by assuring consistency, compatibility, and

cooperation among related activities.
 

Current initiatives to improvc institutional capabilities in the
collection, processing, analysis and reporting of economic policy information
permeate all segments of government. Progress has been made in the GOM
Ministries and agencies with broader responsibilities in planning, budgeting
and economic policy formulation, such as 
the Ministrips of Finance, Interior
(in part as a guardian of other --
 local and regional -- levels of
government), Economic Affairs, and Plan. 
 Similarly, many of the technical
Ministries, each one of which is responsible for a particular sector or 
set of
sectors, such as energy and mines, industry, or agriculture, have undertaken
steps to improve their economic and financial analysis capabilities to cope
with the demands of the economic policy reform and its key elements. These
steps may include formation of units charged with the responsibility to
prepare such analyses, efforts 
to introduce computer techniques, and training
of analysts. 
 As a major push to upgrade the capabilities of existing staff,
the GOM has launched a government-wide program to train analysts in financial
and economic appraisal techniques as 
a basis for better information in capital
budget development. 
 This program, the National Training Program in Project
Appraisal and Management or 
PNAP, is discussed further below as 
a candidate
 
activity for this Project.
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USAID has interacted with a number of GOM departments in these efforts,
e.g., by providing guidance and advice on 
specific issues as 
part of the
continuing policy dialogue, 
or 
by funding a small study of computer needs in a
division of the Ministry of Finance. 
 This process has shown that the efforts
of various GOM agencies to develop economic policy appraisal as well 
as
implementation capabilities 
can best be treated within a common framework.
The issues and tasks for one agency reflect decisions and approaches
elsewhere. Consequently, technical assistance and support in building and
improving economic policy development and appraisal capabilities must be
viewed and provided within a broader context. 
 Te Project design meets 
this
need by establishing a framework that will allow USAID to 
respond flexibly to
particular needs and opportunities, taking advantage of existing linkages and
 
interdependencies.
 

3. 
Examples of Activities To Be Supported Under the Project
 

The Project design, discussed further below, incorporates the central
notion of supporting a number of related activities in different GOM
departments, all related 
to the central Project purpose. Several candidate
activities or subprojects have already been identified and examined in
considerable detail, others have been discussed with the GON in general terms,
while yet others may evolve over the life of the 
Project. Some examples

illustrate these options:
 

(a) In the Ministry of 
Economic Affairs (MEA), the Direction des Prix
is 
in the process of assuming broader responsibilities in the
development and appraisal of economic policies linked to 
pricing
issues, such as 
price deregulation, consumer 
price subsidy
reform, improvement in the operation of state-owned enterprises,
and regulation of monopolies. 
To meet these responsibilities,

the unit 
-- until now concerned with the preparation ar:
execution of the GOM's price setting and control policies

needs better tools and expert guidance, for which the MEA has

requested USAID assistance.l
 

(b) In response to its commitment 
to upgrade planning ;nd
implementation of the capital budget 
 'he GOM has launched a
National Training Program in Project 
. >raisal arJ Management

(PNAP). This multi-year program includes the training of
practitioners as instructors for others, a series of intensive
 

l/ This subproject is described in detail in Appendix D.
discussed originally in the Project 
 As

Identification Document 
for this Project,
the microcomputer needs of the Direction des Prix (DP) were of considerable
urgency. 
 Combining these needs with the apparent capabilities of the DP staff
to make initial use 
of the equipment warranted a pre-Prcject implementation
component to 
procure the microcomputers, to be followed by technical
 

assistance.
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seminars for responsible officials, each focusing on a particular

Sector, the preparation of suitable teaching materials for these
seminars and for long-term training programs, and 
the

institutional support for economic analysis units in key GOM
agencies. 
 A major portion of the program is financed by the GOM,
the UNDP and the World Bank, as well as USAID. The GOM has
requested additional USAID assistance for this program over 
the
 
longer run.

2
 

(c) Directly related to 
efforts to 
Improve the capabilities of the
technical Ministries 
to develop and appraise investment project
is an undertaking to streamline the planning and budgeting

process for the GOM's capital budget. 
 This process currently
involves some 
cumbersome back and forth between the Ministries of
Finance and Plan on one side, and the respective technical
 
Ministry on the other. 
 It is relatively slow, because of the
volume of information exchanged and processed. 
Moreover,

investment projects are 
often inadequately documented and
analyzed, making a rational choice within and across sectors
difficult if not impossible. 
 USAID is currently funding a small

study of the capital budgeting process to determine
 
(micro)computer needs, primarily in the Ministry of Finance. 
As
a result of this study, USAID would expect 
a request for support
in deploying (micro)computers. 
However, streamlining and
improving the planning and budgeting process will also require

technical assistance and training for staff. 
 Discussions are
therefore underway with both the Ministries of Finance and Plan
to define more clearly needed technical assistance and training
in addition to any (micro)computer equipment to streamline the
 process and provide better decision support. Such a subproject

would clearly complement support of the PNAP. 
 At the same time,
any such subproject requires close coordination with efforts
sponsored by the World Bank in this area which has been

identified as 
a priority for structural adjustment.
 

(d) USAID is further exploring with the Dirpction de la Statistique

(Ministry of Plan) options for supporting the development,
processing and analysis of macroeconomic data series. 
 Such data
series, e.g., 
on price levels going beyond consumer price
indices, will be of critical importance for other subprojects,
 
e.g., 
the work of the Direction des Prix. 
 Because of the
professional competence, expertise and resources 
of the Direction
de la Statistique, all subprojects will require close contact
with them in any case 
to assure effective coordination, and to
guide the development and preparation of data collections.
 

(e) Under this Project, USAID is also interested in providing

assistance to GOM agencies charged with the responsibility for
the reform of state-owned enterprises such as 
the Comitg de

Vigilance in the Ministry of Equipment. The principal
 

2/ USAID is currently financing a portion of the program through

the end of calendar year 1985, under project 608-0178.
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focus of such assistance would be to help these GOM agencies to
identify and exploit opportunities for increasing private-sector
participation, e.g., 
through outright divestment, developing

mechanisms for such steps, and creating conditions to encourage
these enterprises to behave more 
in a market-oriented fashion.
Again, any such subproject would be closely coordinated with the
World Bank which is preparing a major Initiative in this area,

albeit with slightly more general objectives.
 

In addition 
to these specific options, opportunities for effective support
will arise in other -- technical as 
well as "policy" -- ministries and
departments. Improvements in planning and budgeting form a part of the
stabilization program assisted by the 
IMF and of the structural adjustment
program assisted by the World Bank. 
One necessary condition is the imposition
of more 
rigorous standards of policy and investment analysis across
to the board,
assure a more efficient use of public 
resources. 
Without such standards,
any improvement of the planning/budgeting cycle referred 
to in item (c) would
remain limited. 
 To comply with them, all GOM technical Ministries, agencies
and public enterprises will have to upgrade their policy analysis,
planning-budgeting and management capabilities. 
 The PNAP represents part of
this overall effort. 
 In addition, though, individual units charged with the
responsibility for economic analysis in a given agency will require additional
training, technical assistance as 
well as computing equipment. USAID has
already begun to provide this kind of support in the Ministries of Agriculture
(608-0182, 608-0185), Energy (608-0180), Health (608-0151), and to some extent
Plan (608-0151, 608-0171, 608-0162). 
 The process to develop and improve
economic policy analysis, planning and management capabilities will intensify
over the next 
few years, creating needs and opportunities for further
assistance. 
 The present Project would provide USAID with the capability to
respond swiftly and effectively to these needs as 
they arise to reinforce and
assist efforts 
now underway in other GOM agencies supported by both USAID and
multilateral organizations. 
The Project approach of pursuing several
subprojects within a common framework will assure comparable analysis
standards, data compatibility and data sharing, and will encourage direct
cooperation among the various analysis groups.
 

Other complementary activities that could be financed under this Project
include contributions to the economic policy debate which is becoming intense
at times. 
 USAID has already explored one option with GOM officials,
sponsoring an economic policy seminar series at 
the Institut National de 1.
Statistique et 
de l0Economie Appliquee (INSEA) involving renowned U.S. experts
as speakers. 
 A similar option could be pursued with the Association of
Moroccan Economists, or the International Development Law Institute (IDLI) in
Rome, which has proposed a national policy 
 seminar on the privatization of
state enterprises. Similarly, point or continuing support might be provided
to the Ministry of Plan's efforts to 
build on its medium-term forecasting work
to improve its short as well as 
long-term forecasting capabilities.
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4. Project Outputs
 

The Project outputs will span a wide spectrum. Directly, the Project will
contribute to raising the professional competence of middle to upper-level GOM
officials charged with the responsibility of developing and appraising
economic policy alternatives and implementing 
new policies. It will also
provide the requisite data processing and analysis equipment, presumably
mostly in the form of microcomputers, which will serve 
the GOM agencies beyond
the PACD. Since subprojects are being selected 
on the basis of their
potential for lasting impacts (see Section III.D for subproject selection
criteria), the Project is expected to contribute effectively to a robust
institutional infrastructure in support of 
a more analytical approach to
economic policy development and appraisal. 
 As the discussion of selected
subprojects above and in subsequent sections shows, the Project will exploit
and reinforce existing institutional linkages and support efforts to build 
new
ones. By complementing the continuing policy dialogue with the GOM, the
Project will help facilitate greater relianpe on 
policy analysis and advice on

the part of key decision makers.
 

Other important outputs of the Project concern the Improvement of the
information base for economic policy decisions. 
 These outputs will include
statistical data series maintained centrally or by individual analysis groups,
an6 reports and publications summarizing the results of economic policy
ara.ysis studies. 
 These reports and publications will not 
only contribute to
a better understanding of economic policy issues and alternatives, but will
also provide the kind of information on 
economic trends and policies needed to
reduce risks for private investors.
 

The principal expected outputs are 
summarized in the Logical Framework

presented in Annex A.
 

5. Relationship to USAID Country Strategy
 

As 
discussed above, the Project represents an outgrowth of USAID's Country
Strategy as enunciated in the CDSS for FY 1986, the Annual Action Plan for
FY's 1986-87, and in related documents. 
 The FY 1986 CDSS states this strategy
 
as follows:
 

In sum, the program addresses three key sectors in which the
constraints to development have been relatively well-defined and
which appear susceptible to 
being reduced significantly in the medium
 
to long term through a combination of U.S. 
technical assistance,
training, commodities and food aid. 
 These sectors are Agriculture,
Population/Health, and Energy. 
 Overall goals in these sectors are
respectively: (1) to increase Morocco's agricultural production in
the rainfed areas; (2) to reduce substantially the high rate of
population growth; and (3) to accelerate the development of domestic
 
resources of conventional and renewable energy and to rationalize
 
energy policies and investments.
 

The Project constitutes a logical complement to the initiatives within the
key sector strategy by supporting overall policy reforms that 
are critical for
the success of any sectoral reforms.
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B. Project Approach
 

1. Overview
 

The overall design of the Project emphasizes consistency and flexibility

in supporting the development of economic policy analysis capabilities of the

COM. 
The basic Project approach has evolved in the process of defining

initial subprojects, in particular the subproject with the Direction des Prix
which is described in Annex D. 
This approach can be described in terms of the
 
following steps:
 

" The counterpart Ministry for the overall Project is 
the Ministry

of Economic Affairs (Minister D616gu6 Aupr~s du Premier Ministre
 
Charg6 des Affaires Economiques) which plays a permanent liaison
 
function, possibly with some 
technical assistance.The Ministry of

Economic Affairs will designate igembers of its staff as
 
counterpart 
to the USAID Project Committee. While the exact role
 
and responsibilities of 
these officers -- possibly with some 
technical assistance provided by USAID -- are expected to act as
day-to-day contacts and as a secretariat to a Comit6 de Suivi 
composed of high-level officials in participating Ministries,
including Economic Affairs, Finance, and Plan, and of USAID 
representatives
 

* 
 Through its policy dialogue with the GOM and specific project (or

subproject) activities, USAID will identify and develop with Its
 
GOM counterparts opportunities for improving, strengthening 
or

creating institutional economic analysis and implementation

capabilities. These opportunities are then described in broad
 
terms in a request submitted by the respective GOM agency to
 
USAID.
 

* USAID evaluateF the request with respect to 
its overall Country

Strategy and the specific selection criteria for this Project

listed below, such as the overall suitability of the proposed

activity with respect to program and Project goals, its
 
relationship to other subprojects under consideration, and its
 
potential linkages to other projects already underway. 
 The

appraisal may also include additional information gathering to
 
place the activity into perspective.
 

" 
 Based on the results of this preliminary appraisal, USAID
 
prepares a preliminary project description which is then

discussed in considerable detail with the GOM officials in charge

of the particular agency or unit. 
 The discussions may also
 
include officials from other GOM agencies whose activities are
 
linked to those of the requesting agency. For example, the

subproject for the Pricing Directorate may be discussed with
 
officials from the Statistics Directorate which is responsible

for collecting price statistics. (See also Section V.A.3 for
 
further detail on subproject documentation).
 

17
 



" 	 The discussions with GOM officials lead to the final subproject

design, which is subsequently incorporated into a Memorandum of
Understanding signed by the requesting agency, the Ministry of
Economic Affairs as 
the 	lead agency, the Ministry of Finance (if
appropriate), and USAID. 
 This Memorandum of Understanding will
function in the same manner as a (Limited Scope) Grant Agreement.
" 
 Copies of the Memorandum of Understanding or a suitable summary
will be circulated to 
GOM 	officials and counterpart personnel 
on
 
other subprojects.
 

Depending on 
the 	exact nature of the subproject under consideration, the
actual implementation of these steps may vary.
 

2. 	Project Elements: 
 Types of Support
 

The Project goal and purposes, together with the selection criteria
di'scussed below, provide considerable latitude with respect to the type of
support to be provided. 
Based on the general discussion of candidate
subprojects above, though, the basic support elements can be identified. 
 In
virtually every conceivable subproject, project assistance will combine some
 
or all of the following components:
 

(1) technical assistance in economic policy analysis, planning and
budgeting methods, data collection and analysis, etc.; typically,
such technical assistance is likely to involve both long-term

(resident) advisers and short-term experts;
 

(2) training for GOM counterpart staff, both in Morocco and in the
US; 
the emphasis here is likely to be short-term training programs

and internships in appropriate US institutions to build 
on and.
develop existing capabilities; long-term (degree) education support
 
may 	be appropriate in certain circumstances;
 

(3) data processing and office automation equipment, including the
requisite software, to enable the GOM economic policy analysis units
to organize and analyze pertinent data, and to prepare effective and
timely reports on a routine basis 
or on specific issues; 
the emphasis

in this category will be on microcomputer equipment;
 

(4) support for actual data collection activities may be

appropraite under specific circumstances, for example, if the
appraisal of a particular policy option requires data that can only

be obtained through a relatively small special-purpose survey; and
 

(5) systems analysis studies to identify particular problem areas

in 
some domain of GOM economic policy implementation, and to
recommend steps to improve information flows and operations.
 

In general, subproject designs will rely on the first three support
components. 
 General -- illustrative 
rather than definitive -- assumption
about levels of inputs are shown in the Logical Framework in Annex A and in
the discussion of cost-estimation in Section IV.A.
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C- ,"oordination with Other USAID Projects
 

The design of the Project already places a premium on 
coordination to
assure consistency and compatibility and 
to exploit the very real
opportunities for synergism and cross-fertilization. 
The same principle holds
for coordination with other USAID projects, especially those concerned with
the development of economic policy development and appraisal capabilities in
the "technical" Ministries.
 

For example, project 608-0180 focuses 
on the development of project
appraisal and strategic planning capabilities in the Ministry of Energy and
Mines. 
 Two major concerns in that project overlap with candidate activities
under this Project. 
 First, a key issr'e 
in energy policy making and planning
is pricing of energy products. The technical Ministry cannot 
resolve this
issue by itself, since it does not have the authority to set prices. At the
same time, the Direction des Prix depends 
on reliable information and data
from the technical Ministry to develop effective pricing recommendations
consistent with greater market orientation. 
Adequate coordination between the
two projects is 
therefore essential to enhance the effectiveness and lasting

impact of each.
 

A similar observation holds for the agricultural pricing and analysis
project (608-0182), since many of the central pricing issues relate to food
pricing policies. 
 USAID has also very strongly encouraged the GOM through
various means, including self-help measures signed in connection with the
Title I Agreement, to improve its policy analysis capabilities in the

agricultural area.
 

Other projects that 
are linked closely to 
the Project discussed here
pertain to population and health policies. 
 For example, the candidate
subproject with the Statistics Directorate would build directly on past
projects providing technical assistance, training and computing equipment
this unit 
 to
to help in improving population statistics.
 

D. Subproject Selection Criteria
 

As sketched briefly above, and described in further detail in the
Implementation and Monitoring Plan in Section V, candidate subprojects will be
reviewed by USAID. 
 In this review, several criteria will be applied to
determine whether the subproject is eligible for support. 
 Overall,
subprojects will be eligible for USAID assistance if they enhance the
institutional capabilities of Morocco in the economic policy area to enable
the GOM to improve its fiscal, monetary and regulatory policies, and its
management of key functions related to economic policy.
 

In general all subprojects are expected to further the project goal by
contributing to 
an increased market orientation of the economy including
better conditions for private sector ownership and management of productive
assets and a better overall economic climate in Morocco for investment and
production. 
Greater reliance on the marketplace instead of_ 
direct government
 

19
 



interventions to stimulate and balance the economy would lead to expanded
production and employment in Morocco as 
well as 
to a more efficient allocation
 
of resources.
 

In particular, each subproject must meet one of the criteria 
 in
 
Category A and all of the criteria in Category B.
 

Category A:
 

1. 
Support for improved capabilities to develop sound economic
 
policies: 
 Subprojects should enhance the institutional
 
capabilities of Morocco in economic policy development and
 
appraisal: 
to (a) collect and organize policy relevant data, (b)

analyze the data for the purpose of reshaping or developing

improved economic policies, and (c) formulate clearly and

persuasively the conclusions and the 
net benefits of recommended

alternatives for consideration hy Moroccan decision makers.
 
Subprojects must stress support to develop the informational and
 
analytical base needed and usable by national level policy

analysts to design and appraise economic policy alternatives and
 
to recommend specific policy options for decision makers to
 approve or modify. The development of information and analytical

capabilities useful merely for understanding historical trends or

for improving economic projections without relationships to
 
specific policy measures would not be supported.
 

2. 
Support for improved efficiency in carrying out and manaing

economic functions: 
 The inability of government departments to
develop economically efficient budgets and their extrememly slow
 
pace in dealing with private sector partners and entrepreneurs

had acted as a drag 
on the Moroccan economy. The often poor

performance of the GOM in managing its economic functions
 
jeopardizes the 
success of economic policy reforms. Thus, the
World Bank and other donors have emphasized the need for better
 
plannning and budgeting, for example. Subprojects are eligible

for funding if they are designed to improve GOM institutional
 
capabilities in performing functions directly linked to carrying
 
out economic policy reform.
 

Category B:
 

1. Market Orientation: Subprojects should contribute to the

fullest extent feasible 
to increased market orientation and
 
better conditions for private sector ownership and management of

productive assets. Subprojects should be restricted 
to those key

areas where Moroccan authorities have indicated a willingness to

make significant economic policy changes leading towards greater

reliance on the marketplace and where improved economic policies

would be likely to lead to significantly increased overall
 
production and employment, more efficient 
use of resources, and a
 
more equitable distribution of goods and services.
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2. 
Lasting impact and linkages: Subprojects should show clear

indications of lasting impacts 
on institutional capabilities in
economic policy. 
 This criterion requires that the counterpart
institution has the relevant authority, that it 
is adequately

positioned within the bureaucracy and linked 
to other
 
institutions with related responsibilities, and that the proposed

counterpart staff has sufficient qualifications for performing

the proposed functions, and for taking advantage of any
training. 
Moreover, preference will be given to subprojects
which build on or reinforce other USAID-financed activities. 
 In
addition the proposal should demonstrate linkages with other

relevant GOM agencies and policy makers and plans for

dissemination and use of information and analyses generated. 

3. Other criteria: All subprojects must:
 
ora5 be -ineligibleinappropriate for financing through another 

existing AID project.
 
b) demonstrated a 25% GOM contribution
 
c) be completed by September 30, 1990.
 
d) meet A.I.D. internal criteria for project approvals.
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IV. COST ESTEATES AND FINANCIAL PLAN 

A. 	Estimate of Expenditures
 

Under this Project, USAID will finance technical assistance, long-term
training in the U.S. for counterpart staff, short-term 
' 3ining both in the
U.S. and in Morocco, and equipment. The USAID portion of 
the Project budget
also includes funding for Project and subproject evaluations. The GOM will
contribute primarily the salaries of counterpart staff, office space and
equipment, as well as 
other in-kind services (e.g., 
use of GOM-owned

vehicles). Consistent with established practices, the GOM will also pay the

international air fare for staff traveling to the US for training.
 

The 	estimates of expenditures must 
remain illustrative at 
this point,
since the exact mix of 
the assistance elements depends on the subproject
portfolio to be developed under the 
Project. 
 To obtain overall expenditure

estimates and their distribution over the life of 
the Project, several
scenarios were examined, using the subproject options discussed in Section
III.B.2. 
 These scenarios suggested the following overall assumptions for
 
estimating expenditures:
 

" 	 a 
total of approximately 260 person-months of long-term

(resident) technical assistance, 
or roughly 22 person-years;
 

* approximately 120 person-months of short-term technical
 
assistance, or 
10 person-years;
 

* 	 approximately 24 person-months for overall 
Project and subproject
 
evaluations;
 

" 	 approximately 160 person-months of long-term (degree) training in

the 	U.S., corresponding to 
the pursuit of graduate degrees for
 
about 6 GOM staff;
 

" approximately 100 person-months of short-erm training and
 
internships for GOM analysts and managers in the U.S.;
 

* 	 up to 200 person-months of short-term training in Morocco;
 

* 	 some 15 microcomputers with peripherals, software and
 
introductory training, as 
well as other equipment purchases and
 
leases 
(e.g., leasing of dedicated telephone lines for remote
 
access).
 

Under these assumptions, illustrative estimates of total costs for the
Project are obtained 
as shown in Table IV.l, 
for both the USAID and the GOM
 
portions.
 

Table IV.2 presents a illustrative breakdown of the USAID portion by

expenditure category and fiscal year. 
All 	estimates include adequate
allowance for inflation on the basis of the most recent 
NEAC guidance cable

(State 120924) plus 
a 10-percent contingency allowance. 
Table IV.3 shows an
 
illustrative distribution of the GOM contribution.
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Table IV.l
 
Total Estimated Cost Over Life of Project
 

(in 41,000 at current prices)
 

Total USAID Total GOM Total
 
Expenditure Category Contribution Contribution
 

- Technical Assistance 
- Long-term 4,830 0 4,830 
- Short-term 1,381 0 1,381 

- Salaries/counterparts 0 	 1,626 1,626
 

- Training
 
- Long-term (US) 499 40 
 539 
- Short-term (US) 344 100 444 

- Short-term (Morocco) 343 200 543 

- Direct 	costs
 

- Microcomputers 210 
 0 	 210
 
-Software 	 45 0 45 

- Software Training 112 0 112 
- Maintenance 0 15 15 
- Other Equipment 72 500 572 
- Data collection 410 395 815 

-Evaluation 330 0 	 330
 

Total estimated cost 
 8,600 	 2,900 11,500
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Expenditure Category 


Technical Assistance 


Training 


Direct Costs 


Evaluation 


Total USAID 


Expenditure Category 


Salaries 


Training 


Direct Costs 


TOTAL GOM 


Table IV.2
 

Project 608-0191
Distribution of USAID Expenditures, Illustrative Budget

(in 41,000, current prices)
 

FY 85 FY 86
Expe ditF re85FYC teg ry8 FYFY8787 FYF 8888FY FY 89 FY90
8 FY 0 


0 871 1,327 1,485 
 1,379 684 


0 104 
 181 
 334 215 145 


58 166 295 
 208 38 29 


0 50 75 
 75 50 50 


58 1,191 1,878 2,102 
 1,682 908 


Table IV.3
 

Project 608-0191
Distribution of GOM Expenditures, Illustrative Budget

(in 31,000, current prices)
 

1985 
 1986 
 1987 
 1988 
 1989 
 1990 


19 245 365 394 
 394 210 


0 36 
 63 116 
 75 
 50 


0 229 
 347 
 244 79 34 


19 510 
 775 
 754 
 548 294 


Total
To al 


5,746 


979 


794 


300 


7,819 


TOTAL
 

1,627
 

340
 

933
 

2,9Q0
 

10% Contingency
0%T o t ingenc
 

6,321
 

1,076
 

873
 

330
 

8,600
 



B. Justification for Grant Financing
 

The AID contribution to this project is 
proposed to be financed through a
grant to the Government of Morocco. 
 This decision reflects guidance from
AID/W related 
to the question of grant financing vs. 
loans in State 178281.
Two criteria in particular apply to this Project.
 

First, the benefits, both economic and social, cf the Project will be
broadly diffused throughout the Moroccan economy. 
 The very nature of economic
policy formulation and implementation precludes any narrowly definable target
beneficiaries for whom any cost 
recovery schemes could be designed. Any
long-term benefits accruing back to 

revenues 

the GOM will be in the form of higher tax
from increased economic activity and lower subsidy burdens, which in
turn are likely to be redistributed through the fiscal reforms that have
already been initiated.
 

Second, the United States has a strong interest in supporting the
experiment" in "market
 an economy characterized until
intervention. now by excessive state
The technical assistance component, together with the emphasis
on 
the substantive involvement of USAID, is designed to give USAID substantial
leverage on the implementation of the elements of the economic policy reform
that will be supported through the individual subprojects.
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V. I2PLEMENTATION, CONTRACTING AND MONITORING PLANS 

A. Implementation Plan
 

The general implementation approach for this Project is dictated by its
nature. 
 As discussed above, an important activity of the Project 
itself is
the 
further development and refinement of individual subprojects.
Consequently, the implementation plan can be outlined at 
this point only in
fairly broad 
terms, rather than as 
a detailed roadmap for the future.
 

The overall timeframe for the Project is given by the Project Assistance
Completion Date (PACD) of 
September 30, 1990, based on a start-up in the first
quarter of FY 1986. 
 An interim evaluation of the 
Project is scheduled for the
second quarter of FY 1987, 
followed by a final evaluation in the third quarter

of FY 1990.
 

1. Implementation Approach
 

While the 
activities considered for support within the framework of this
project are substantively linked, they span 
a wide spectrum of functions. The
subprojects under consideration can be described In 
terms of four major

dimensions:
 

(1) the training and educational development of 
the staff in existing
or to-be-created units charged with the responsibility for any of
the relevant functions --
data base development and management,

economic and statistical analysis, management information systems
for key government functions in the areas 
of fiscal or monetary
policies or public 
sector management, and economic and
 
statistical analysis;
 

(2) The development of economic and statistical analysis

capabilities, including the adaptation of existing models and
analysis packages as well as 
the development 
of special-purpose
 
procedures;
 

(3) the collection and processing of data needed for economic policy
monitoring and analysis to establish and develop the relevent
 
data bases;
 

(4) the automation and computerization of existing government
functions in the area of economic policies, such as 
regulatory
oversight, public sector management, planning and budgeting, etc.
 

Each of the possible subprojects briefly sketched in Section III includes
these elements to 
some degree or another. 
However, the relative emphasis is
sufficiently different to demand that these subprojects be treated
independently of one another. 
As 
a rule, the implementation approach will
therefore adhere to the principle of subproject independence: 
within a commcn
strategic orientation, each of the major subprojects will be 
designed and
 
managed on its own merits.
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This approach will enable USAID to tailor each support package to 
the
specific needs of the respective GOM agency, 
as determined by the substance of
the institutional development effort and the starting conditions. 
 In
addition, management and monitcring structures can be modified to respond 
to
and take advantage of the different subprojects.
 

Adhering to this principle does not 
preclude the option of developing
"spinoffs" within a given subproject. For example, if 
a t,7chnical ministry
were to request 
a focused training effort for its analysts which fits in with
the ongoing national rrogram, and requiring many of the same 
resources, the
activity could be organized as an extension of the existing project activity.
Also, two 
separate subprojects in different GOM departments may be
substantialy sufficiently close to call for a single technical assistance
 
contract.
 

The basic implementation will assure adequate management control for USAID
project management, without losing the flexibllity needed to 
respond
effectively to (possibly changing) needs and opportunitites.
approach must evolve as 
The management
the specific subprojects are identified and launched.
 

2. Management Structure
 

The Project will be managed by USAID staff in the field, in cooperation
with the GOM authorities. 
The overall management structure integrates three

main elements:
 

(1) A Project Review Committee will comprise the Mission Director,
the Deputy Director, the Program Officer, the Program Economist,
the Controller, the Regional Legal Adviser, the Regional
Contracting Officer, and the Division Chiefs or 
their designees.
The main task of this Committee will be the review of subproject
documentation prior to the formal agreement (Memorandum of
Understanding) with the respective GOM agency. 
The composition
of the Committee is designed to assure full exploitation of all
possible linkages with other projects and agencies.
 

(2) A Project Monitoring Committee (Comit6 de Suivi) will include a
representative of the Ministry of Economic Affairs as 
the
cognizant agency,representatives of the Ministries of Finance and
plan, representatives of the GOM agencies for each of the
subprojects, and representatives of USAID. 
 The main function of
this Committee is 
the general oversight of the program as 
a whole
through periodic meetings and review of progress and problems.
The Minister of Economic Affairs will designate counterpart
officers who will 
-- possibly with some 
technical assistance -act as a secretarat 
to the Comit6 de Suivi.
 

(3) As 
a rule, USAID Project Officers and their GOM counterparts will
be responsible for day-to-day management, preparation of project
documentation, progress reports, etc. 
 However, specific tasks
may be handled by (technical assistance) contractors. Each of
the subprojects will be assigned a USAID Project Officer. 
 These
assignments will reflect the specific needs of the subproject and
other criteria. 
 The same individual may, however, be responsible

for more than one subproject.
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For each of the subprojects, management will emphasize close and
continuous communication between USAID Project Officers and their GOMcounterparts, and with the technical assistance contractors.particularly important This emphasis isin view of the need for substantive involvement byUSAID staff. 
 The Project and its components represent key elements of the
continuing policy dialogue with the GOM. USAID staff therefore need to
participate actively in discussions and strategic decisions. Moreover, as a
result of its experience in the country, USAID staff also repcesent animportant stock of knowledge and understanding which can help technical

assistance contractors in critical areas.
 

Any short-term or long-term training abroad will be coordinated by USAID's
Training Office. 
 This Office may also participate in setting up and
monitoring in-country training programs operated as 
part of the Project or its
 
components.
 

3. Implementation Procedures
 

Development of Subprojects: 
 The discussion in Section III highlights the
need for further subproject development activities. While some of the
subprojects are by now well-defined, reflecting the joint design work of 
USAID
and GOM counterpart agencies, others have been identified only in more general
terms. 
 For most of the candidate activities, additional design work is
therefore required. 
 This work involves three steps: 
 analysis of current
capabilities vis-a-vis the needs for rational policy making and effective
implementation, the development of and agreement on the subproject design, and
the preparation of subproject documentation and its approval. 
 This step also
involves close cooperation with other donors, especially the World Bank, to
avoid any useless duplication and identify opportunities for mutual support

and reinforcement.
 

USAID has been pursuing a pro-active role in the policy dialogue related
to the economic policy reform now underway. 
 This policy dialogue and
corresponding contacts at 
a more 
technical level have already identified a
host of opportunities for strengthening policy development and appraisal
capabilities in key GOM agencies. 
These opportunities exist where GOM needs
and intentions coincide with USAID interest and a comparative edge in
providing support. 
 In developing concrete subprojects from these
opportunities, detailed analysis may be required to determine the appropriate
scope of such an activity, its foundations in the current work of the unit,
its linkage 
to related activities elsewhere (especially those already
supported by USAID), any institutional actions required to implement this
activity to meet the subproject selection guidelines spelled out 
in Section
III.D, and the proper bundling of project assistance and contributions from
the GOM or other donor agencies, as applicable.
 

If this assessment results in the identification of 
a separate subproject
meeting the selection criteria, additional work may be required to negotiate
the exact scope and specifications with the GOM counterpart agency. 
While the
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analysis process in Itself depends on close cooperation with counterpart
staff, specific issues and conditions may well be left 
to the negotiation of
the principal implementing document, the Memorandum of Understa 
Aing.
 

Documentation and Approval 
Process for Subprojects: 
 At this point, the
implementation approach assumes that 
two documents are required for any
subproject to be considered for approval, the request for assistance and the
 
subproject analysis:
 

(1) 	The request for assistance signed by the appropriate government

official will outline briefly the subproject, describe the nature of
the assistance sought, and provide information on the counterpart

institution, the availability and qualifications of counterpart

personnel, and the 
resource contribution of the GOM;
 

(2) The subproject analysis prepared by the USAID Program Office will
 
cover the following points:
 

- a justification of the assistance to be provided, including a
description of baseline conditions; 

- a statement of institutional capabilities and counterpart
 
availability;
 

- a statement of how the subproject relates to other subprojects

and other USAID projects;
 

- a Log~cal Framework;
 

- proposed qualifications for a technical assistance contractor; 

- short and long-term training requirements;
 

-
 a contracting and equipment procurement plan; and
 

-
 a detailed costing and time schedule for the proposed subproject.
 

These two documents will be submitted 
to the USAID Project Committee for
consideration. 
 The Committee reviews the 
proposed subproject, and recommends
approval (possibly subject 
to certain modifications in the subproject design)
or rejects the proposed subproject. Based on 
the recommendations of the
Project Committee, the Program Office will draft an Action Memorandum to
accompany the two documents, and circulate it 
for appropriate clearances
before it goes to 
the Mission Director for approval/disapproval. Upon
approval/disapproval, the designated Project Officer will notify the GOM
counterpart agency. 
 In the case of an approval, the Project Officer will then
draft 
the Memorandum of Understanding based 
on the GOM assistance request and
USAID decisions. Following the signing of 
the Memorandum of Understanding by
GOM and USAID, procurement action can be initiated, as described further in
 
Section V.B.
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To reduce the management load to the greatest extent possible, a standard
format will be developed for both of the subproject documents. In addition,
if small subprojects are 

appropriate to 

to be funded under this Project, if may be
establish a threshold below which subproject analysis can be
simplified.
 

4. Implementation Schedule
 

The detailed implementation schedule depends on
subprojects. Overall, a few key dates 
the design and timing of
 

can be identified: 

August 1985 Project Paper approvcJ 

August 1985 Project Agreement signed by Ministry 
of Economic Affairs, Ministry of 
Finance, and USAID 

September 1985 First Memorandum of Understanding 
signed: Pricing Policy Subproject, Direction 
des Prix 

November -
December 1985 

Procurement of technical assistance 
for'Pricing Policy Subproject 

March 1986 Arrival of first resident adviser for 
DP subproject 

March 1987 Interim Project evaluation 

April 1990 Final Project evaluation 

In addition to the 
two overall Project evaluations, separate evaluations
will be conducted for each of the subprojects, as discussed further in Section
 
VI.
 

B. Contracting Plan
 

1. Technical Assistance
 

As a rule, the separate administration of individual subprojects imply
would separate procurement of technical assistance. 
However, as
technical assistance may be provided jointly to 
noted above,
 

one or more subprojects.
Exact delineations will have to evolve as

clearer. the portfolio of subprojects becomes
Similarly, the contracting mode may vary across subprojects, ranging
from direct AID contracts to host country contracts.
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The subproject documentation (subproject analysis) outlines the specific
qualifications of the technical assistance contractor, along with the overall
specifications for the technical assistance contract (scope, duration, timing,
resident advisers vs. 
TDY exiarts, etc.). 
 This information serves as 
the
basis for the scope of work to be inserted into a "standard" Request for
Proposals. 
 Typically, competent and experienced institutional backstopping is
essential to the successful provision of technical a~sitance and training for
any of the subprojects considered: 
 (a) to help insure that resident advisors
and consultants do not overlook important prior and current research and
expericnce worldwide; (b) to facilitate access to the 
numerous experts at
American universities and institutions as well as 
in U.S. local and
national-level governments who have had substantial experience in economic
policy analysis and implementation under a free market system; 
(c) to obtain
short-term consultant services from among these and other experts; and (d) to
locate the most appropriate institutions in the U.S. (or conceivably third
countries) for short-term training.
 

Given the complexities of the task for some of the subprojects, such as
with the Direction des Prix, it is conceivable that 
no single U.S. institution
would have either the expertise or backstopping abilities required.
Universities typically have a comparative advantage in (a) providing long-term
resident advisers who have the technical competence, developing-country
experience, and personal qualities required, (b) facilitating access to prior
and current research and other materials, and (c) locating appropriate

training institutions.
 

Consulting firms are often a better source for competent short-term
consultants with the requisite personal qualities and hands-on experience in
developing countries; and these firms and their employees/consultants haveusually had substantial experience with AID procedures and policies in such
area as 
training and report-writing and also with tailoring the technical
assistance to the specific needs of the project.
 

A consortium of one or more universities and consulting firms might
therefore offer the best combination for the tasks at hand for some part of
the portfolio of subprojects.
 

Particular efforts will be made to identify, create and develop
opportunities for minority businesses either as prime or as 
subcontractors for
technical assistance and related work.
 

The evaluation of the proposals for technical assistance on one or more
subprojects will be the task of a joint USAID-GOM committee, organized by the
assigned USAID Project Officer. 
 The panel will submit its recommendations to
the Regional Contracting Officer who is then responsible for negotiating the
 
final contract.
 

In specific instances, it may be necessary for the prime technical
assistance contractor to enter into subcontracts not foreseen in the original
contract. 
 Generally, USAID must approve in writing all subcontracts. 
 This
requirement may be waived in the original contract, however, if USAID approves
the contractor's subcontracting procedures.
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2. Microcomputer and Other Equipment
 

The overall design of the Project places considerable emphasis on 
the
improvement of GOM data collection, processing, and analysis capabilities
through the provision of suitable computing and other equipment, primarily
microcomputers. 
 The specific requirements, especially with respect 
to
software and thereby with respect to memory size and peripherals, will differ
across subprojects. 
However, a number of general criteria for equipment
 
procurement can be delineated.
 

(1) The source and 
origin of any commodities procured under this
Project will be the US or Morocco. Modifications of
 
American-made equipment may be required to adapt it 
to use in
Morocco, e.g., French-Language keyboards and documentation, 50-hz
 
power supplies.
 

(2) Software and hardware will be chosen so 
as to facilitate data
 
exchange and cooperation among subprojects and other related
activities, as well as 
the use of central data depositories.

Equipment proposals must therefore describe how this requirement

will be met in the context 
of the respective subproject.
 

(3) Any procurement of hardware will hinge on adequate provisions for

maintenance and technical support during the life of the project,

and on adequate evidence that the respective GOM agency will
provide for maintenance beyond PACD, as 
stated on the respective
 
covenant of the Project Grant Agreement.
 

(4) No microcomputer equipment will be provided under this Project
without adequate provisions for some 
introductory training for
 
the intended users.
 

(5) As a rule, all documentation for hardware and software will be in
French, as 
will be prompts and tutorials in the software itself.
Exceptions to this rule are 
possible in the case of
special-purpose software which is available only in English. 
 In

such cases, criterion (4) applies fully.
 

The five-year time horizon of the Project implies significant technical
changes with respect 
to computing equipment, peripherals, and communications.
Improving communications among GOM agencies in the economic policy arena at
the level of computing equipment cannot but contribute to the improvement of
substantive communications. 
Thus, any procurement of computing equipment
should be guided by an emphasis on compatibility and expandability. 
In
certain instances, that may imply a phased approach, with the purchase of 
some
basic equipment followed by the installation of 
a more elaborate system.
 

How best 
to meet the requirement of assuring adequate technical support
and maintenance is currently under investigation. Basically, two models can
be contemplated. 
 First, the technical support and maintenance is provided as
part of the hardware/software sale by the vendor. 
The second option involves
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separating the technical support and maintenance functions from the actual
purchase of the hardware/software. 
 In this case, equipment could be procured
from a number of sources, including directly from the US. 
 The technical
support and maintenance agreement could takethen advantage of economies ofscale. It could also provide more flexibility in the type of equipment that 
can be purchased.
 

C. Monitoring Plan
 

In addition to the scheduled evaluations for the Project as 
a whole and
for its subprojects, a number of procedures will be used to monitor individual
activities and overall progress. 
 First, 
as already indicated in the
discussion of the implementation approach, project management on 
the part of
USAID is expected to emphasize substantive involvement. Thus, project
monitoring can rely on extensive continuing informal contacts between theProject Officer, the GOM counterparts, and the technical assiFtance
contractor(s). 
 These contacts represent probably the most important means for
effective project management, since they will enable the Project Officer to
remain fully informed of current and prospective subproject activities, and 
to
spot opportunities and problems in time 
to do something about them.
 

In addition, for each subproject, a monthly management review will be held
to examine the accomplishment of technical milestones, and review briefly
resource use. 
 These reviews are designed to provide adequate guidance to the
technical assistance contractor, and to help the respective GOM unit to
establish monitoring and control procedures needed for continued institutional
 
development.
 

These brief monthly milestone reviews will be complemefted by more
in-depth semi-annual project reviews to 
assess accomplishments, examine major
or recurrent problems and issues, and review and approve more detailed
workplans for the next review period. 
 These reviews will also address the
question of the utilization of any computing equipment provided under the
Project and plans for additions, modifications or expansion for the remainder
 
of the subproject
 

Project management will also stay abreast of developments 
on each of the
subprojects through debriefings of TDY experts and periodic or occasional
reports prepared by the analysis units according to the respective work plans.
 

Monitoring progress on the Project 
as a whole will form part of the USAID
Mission's regular portfolio review process.
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VI. EVALUATION PLAN
 

The evaluation strategy for the Project is dictated by Its structure:
each one of the subprojects will be evaluated separately, within its own
Logical Framework. 
Different evaluation criteria apply to the work of an
individual policy analysis unit, a training program, or data collection and
organization. 
Consequently, the Memorandum of Understanding for each
subproject will include a description of the evaluation plan and the Logical

Framework for the activity.
 

As 
a rule, all subprojects will be evaluated at
time. least at two points in
The first evaluation would typically be scheduled to take place fairly
shortly after the start-up for the subproject 
to examine the institutional
arrangements and procedures and to determine their adequacy.
evaluation would thus focus 
This formative
 

on processes, rather than outputs 
or impacts. The
second evaluation would have a more summative character, seeking to assess
particular the accomplishments of the subproject in terms of its original 
in
 

objectives. Other evaluations may be scheduled as needed according to the
design of the subproject. The subproject budgets will include adequate
provision for external evaluations, for which USAID will contract with
independent organizations. 
 The budget estimates in Section IV reflect this
policy. 
 (See Annex D describing the subproject with the Direction des Prix
for an example of subproject-specific Logical Framework.)
 

In addition to the subproject evaluations, two overall Project evaluations
have been scheduled, the first one for the second quarter of FY 1987 (March
1987), and the second one for the third quarter of FY 1990 (April 1990). 
 The
basic purpose of the first evaluation is to develop recommendations on
improving the management of the Project as 
a whole. 
This evaluation will
examine the adequacy of procedures used in developing subprojects with the GOM
counterpart agencies, the degree to which the agreements reached in the
Memoranda of Understanding correspond

Project, as 

to the goals and objectives of the
expressed in the subproject selection criteria, and the
administration of the Project as 
a whole. The evaluators will also assess
overall coherence of the parts of the Project, i.e., 
the
 

the extent of active
cooperation among elements (data and software sharing, policy discussions,
etc.). 
 A final mandate for the first evaluation is the collection of
additional baseline information to be used in the second major evaluation
toward the end of the Project.
 

The type of information to be gathered 
to describe the
beginning-of-project status (BOPS) is outlined by theAchievement" in the Logical Framework in Annex A. 
-Measures of Goal
 

The measures would include,
but would not necessarily be limited to: 

a extent 
of price regulation, both with respect to the number and type
of goods and services still openly tegulated, and the goods and services for
which cost-plus rules continue to apply, although prices have ostensibly been

liberalized;
 

valre added for state-owned and state-controlled enterprises, and
other performance characteristics for this sector;
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0 
 estimates of subsidy costs for (a) basic consumer goods, (b)
 

state-owned enterprises, and (c) factors of production (such as fertilizer);
 

* budget deficits;
 

* analysis of expected and actual rates of return for public
investments, to 
the extent available; 
assessment of uncertainty (ignorance)
about project performance in current 
budget portfolio;
 

* , economic and administrative characteristics of foreign trade; and
 

* 
 assessments of capabilities in economic policy analysis and
implementation in GOM agencies, taken to a large part from problem statements
 
of proposed subprojects.
 

As the contours of subproject portfolio emerge more clearly, the evaluation
design can be developed and refined. 
 This design is likely to add more
variables to the description of the BOPS. 
 These baseline data in turn will be
used in the second evaluation to assess the end-of-project status (EOPS).
 

The second evaluation will study in particular the effectiveness of the
Project in improving the economic policy development and appraisal

capabilities of GOM agencies. 
Thus, this evaluation will focus much more on
the use of the information generated through the subprojects supported by
decision makers. 
 This evaluation should lead to recommendations regarding the
desirability of continuing this type of activity as 
a component of the

portfolio of the USAID Mission.
 

The exact design of the overall Project evaluation should reflect the
composition of subprojects. Under the assumption that the Project portfolio
is set by the first quarter of FY 1987, the evaluation design would be
prepared by USAID in time for the interim evaluation.
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VII. ANALYSIS SLUMARIES
 

A. Economic Analysis
 

The Project is designed to improve the GOM's institutional capabilities in
the 
areas of economic policy development and appraisal. 
 It will support the
development of these capabilities through the provision of training for GOManalysts, data collection, processing and analysis equipment, andimportantly -- technical most
assistance in policy formulation, analysis,implementation. andThe rationale for this approach rests on the notion thatbetter information will make for better and more timely policy decisions andaction, which in turn will improve conditions for the growth of private-sector
initiative and increase the efficiency of government operations. 

An adequate economic analysis for the Project as 
a whole would first have
to assess the benefits from better and more timely policy decisions and
actions. 
 It would then estimate the likelihood of such policy improvements
resulting from improved information generated by activities supported by the
Project. 
That would provide a measure of expected benifits from Project
activities, which could then be related to Project costs to obtain a measure
of the economic value of the Project as a whole.
 

Two factors militate against this approach at
assessment of the benefits of better and more 
this point. First, the
 

timely policy decisions in
itself is 
a major task of individual subprojects. For example, in the area of
pricing policies, 
some of the economic costs of current policies are known, in
part through the USAID-sponsored study of agricultural pricing and incentive
policies. 
 Others can only be suspected; for example, the practice of
cost-plus price regulation is likely to have resulted in many instances in
higher consumer prices than necessary. 
 As price decontrol and lower tariff
walls encourage domestic industries to compete with imports, some estimationof the economic cost of past policy practices may become possible. 
But these
are exactly the kinds of studies that should be conducted by the Direction des
Prix under the initial technical leadership of the technical assistance
 
contractor.
 

The example of the agricultural pricing and incentives study (608-0182)
also illustrates the difficulties of linking better policy information to
better policy decisions. In the particular instance of food prices, better
information on the full cost of continued subsidization of basic necessities
may count for little in the face of massive political constraints.
 

Even so, the discussion of policy problems in Section II provides 
some
examples for the potential benefits of subproject activities. Among others,
the Project will address directly the following types of issues:
 

.
 inadequate project appraisal capabilities in the public sectors
have encouraged budget planners to rely primarily on political

criteria in choosing investment projects; 
as a result, the
overall productivity of investments has dropped precipitously;
worse, the domestic and foreign credit needs of the public sector
have crowded out private investors, hampering private sector
 
development;
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* 
 poor budget planning and management has resulted in poor controls
 
on investment projects; these problems also have led to 
often
 
serious delays in processing requests for payments from private

contractors doing business with the govtcrmnent; since zany of
 
these businesses are in construction, an entry-level sector for
 
small businessmen and semi-skilled labor, goverrment Incoz.mpetence

has often hastened the demise of private-sector initiatives;
 

" 	 continuing price controls 
on the tourism industry are
 
jeopardizing the first tentative steps towards privatization in
 
this sector through management contracts and leasing
 
arrangements; rates for rooms are often kept below the level
 
needed to finance services and upkeep, as well as provide as
 
adequate return to the management contractor;
 

* 	 greater market orientation of the economy requires also greater

market transparence; in all developed economies, the government

assists the private sector through the provision of information
 
and studies on the development of economic indicators and key

measures; so 
far, the GOM had proved unable to provide such
 
information in a timely and reliable manner; for example,
 
national income statistics needed for budget planning are
 
generally thought 
to be biased and unreliable;
 

* 	 in implementing many of the economic reform measures, the
 
government has weathered criticism and political opposition,

often without being able to provide concrete indications of the
 
expected benfits as well as costs of these measures, such as the
 
gradual lowering of the maximum import tariff; systematic

explorations of these costs and benefits might not only make it
 
easier to rally political support, but also allow the GOM to
 
start thinking about flanking measures to mitigate some of the
 
expected adverse impacts.
 

These qualitative examples, though, fail to provide an idea of the
quantitative relationship between Project costs and potential impacts. 
 The

pricing policy-subproject with the Direction des Prix offers one example:

current net 
tranfers to state-owned enterprises (excluding the profitable

phosphates operations) from the Treasury amount to some 
2 billion dirhams

annually (average over the last few years). 
 For 	a 10-year time horizon and a
1 5-percent discount 
rate, the estimated 32-million investment in the policy

analysis capabilities of the Direction des Prix would have to result in only a
0.2 percent reduction of the annual net subsidy needs to yield a positive net
 
present value for the subproject. Similarly, an estimated 42-million

investment in better (capital) budget planning and management capabilities

would only have 
to yield a 0.04 percentage point improvement in the
 
productivity of public investment projects to show a positive net present
 
value.
 

These examples are clearly meant 
to be illustrative. Even so, they

together with the more qualitative list of issues and problems 
-- furnish

convincing evidence that the Project is viable on 
economic grounds.
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B. Social Soundness Analysis
 

1. 
 General Overview: Socio-Cultural Factors
 

Much of Morocco's economic policy reform is beinE regarded by many
segments of the political spectrum as 
"imported", or even imposed by donor
agencies, especially the 
IMF and the World Bank.
have either led While many GOM officials
or at least fully subscribed to the reform, sensitivities
remain regarding policy advice by outsiders. Morocco's society and economy
still show many of the 
scars of colonialism, although the country had gained
its independence 
some 30 years ago. 
 Even so, Morocco's elite remains oriented
toward France and French approaches to the economic role of government.
orientation in turn makes it often more difficult 
The
 

pragmatic policy advice to adopt some of the
or policy recommendations offered by representatives
of international donor agencies.
 

Thus, a basic feasibility issue is whether decision makers will support
and make use 
of policy analysis capabilities shaped more along the pragmatic
American model. 
 This issue touches on a host of socio-cultural factors that
cannot be fully enumerated in the context 
of this Project Paper. 
 However,
USAID has perceived many indications pointing toward an affirmative answer to
the basic question:
 

(1) Many Moroccan officials have shown their co"-itment to change
"traditional ways of doing business". 
 Among the relevant factors is
a growing desire to develop more Moroccan approaches to economic
policy and economic activity, borrowing eclectically from different
patterns rather than relying primarily on the French model.
 
(2) Many of the policy prescriptions the Moroccan authorities have
developed in cooperation with the World Bank reflect market-oriented
policy principles traditionally associated with the U.S. and long
held by 
USAID in its continuing policy dialogue. 
Policy makers
therfore appear to be increasingly receptive to policy advice drawing
on this experience.
 

(3) The microcomputer "revolution" has put the tools of modern management
methods, for which the U.S. is still considered the leader, at
fingertips of analysts who previously did not 
the
 

have access 
to them.
The interest among Moroccan authorities to deploy microcomputer
technology in their policy analysis and management units alL
reflects the desire to take advantage of modern management methods.
 
In short, 
the Project is conceived and designed to comply with and offer
support to socio-cultural development trends that are leading Moroccan
authorities to 
reassess and reformulate traditional approaches.
implementing the Project, Even so, in
USAID and technical assistance contractors must
remain aware of the possibility of conflicts between Project (USPID) goals and
those of the GOM agency. 
GOM officials may view a particular subproject 
as a
means of simply improving their capabilities to carry out a particular
function -- which may not 

better and faster. 
be consonent with an increased market orientation --For example, the subproject with the Direction des Prix
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has the potential of little progress in moving 
to a new role as a policy
analysis unit for issues of market orientation, instead enabling the current
staff to carry out 
their remaining regulatory functions with greater verve,
thus increasing the extent of government control in key sectors. 
 While the
design of this subproject, as 
developed with GOM officials in the Direction
des Prix, provides adequate safeguards against such possibilities, both
project management and technical assistance contractor will have to monitor
developments closely and retain the initiative in pursuing new directions for
the unit.
 

Similarly, in other areas, subproject design and management should accept
the possibility of different priorities between the partners. 
 Ultimately, the
main vehicle for assuring that the 
Project elements remain on course is the
continued policy dialogue with the decision makers who represent the target

for policy advice.
 

2. Social Consequences and Benefits
 

The social impacts of the

least in part inspired 

new economic policies and continued reform, at
or promoted by improved capabilities in economic policy
development, appraisal and implementation, are likely to offer a mixed
picture. 
On the benefits side, the general population will gain from the
greater efficiency of the economy as 
a whole. 
For example, the encouragement
of competition in domestic markets through a determined lowering of protective
barriers is likely to lead to 
increased productivity and presumably lower
prices for many products and services. Similarly, by improving the market
orientation of state-owned enterprises or the increased involvement of the
private sector in these enterprises, their performance will improve and the
drain on the Treasury will be reduced. Consequently, budget pressures might
abate, and the GOM could find itself better able to address social policy

tasks.
 

adjustments 
On the social cost side, the economic policy reform implies structural
that can hurt certain population groups in the short run. Forexample, there appears to be general consensus that the GOM cannot sustain the
high costs of subsidies for basic necessities (flour, sugar, and edible oils)
forever. 
In the long run, a phasing-out of these subsidies could contribute
'to a healthier and better-performing


shared. economy whose benefits are widely
In the short run, though, any increases in the prices of these
necessities without adequate measures to protect the poor are almost certain
to cause extreme hardships for lower socio-economic strata.
 

Part of the mandate of any improvement in policy development and appraisal
capabilities is of course the 
assessment of the social impacts of specific
alternatives, and the recommendation of measures designed to soften the
negative impacts without jeopardizing the long-term benefits. 
 For the most
part, such analyses will require more detailed data than are available now.
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C. Administrative Analysis
 

The selection criteria outlined in Section III clearly identify
administrative feasibility as one of the key criteria for the selection of
subprojects. 
 The main emphasis of the Project is
institutional capabilities. 
on the creation of
Therefore, the existence or creation of a
suitable institution to administer the subproject and continue the work
initially supported must be assured. 
 As outlined in the Implementation Plan,
the USAID response to the GOM request for assistance (the subproject analysis)
must examine the capabilities of the specific department or institution
proposed for the project, the availability of counterpart staff, and the
prospects for a lasting institutional impact.
 

Depending on the arrangements for commodity procurement and technical
assistance contracting, grantee administrative capabilitites with respect 
to
contracting and monitoring may have to be assessed separately. 
 Even so,
counterpart agencies are expected to participate in the preparation of
Requests for Proposals, the evaluation of proposals and the selection of
contractors, and in the monitoring and administration of subproject activities,
 

D. Technical Analysis
 

I. coe 

The Project is designe:' i encourage and support market-oriented economic
policies by the Government oi 

technical tasks. 

'orocco by providing assistance in more
The implemenLation of each of the subprojects must account
for these two dimensions: 
on one level, improvements in the technical
functions in themselves can have direct and measurable impact on the
performance of government and on economic development; on another level, good
performance of technical assistance and related support measures 
represents a
vehicle for intensifying the policy dialogue with the GOM and encouraging
continued policy reform.
 

The scope of the activities supported under the Project is broad,
 
to be
ranging from the use of pricing and related regulatory policies for creating a
-more market-oriented environment for economic activity to the introduction of
planning and budgeting standards by means 
of a national training program.
Common to the activities now contemplated as subprojects is the linkage
between the more technical issues and the policy principles.
 

Policy rather than technical issues will always have priority in
implementing the individual subprojects.

priorities may sometimes require tact 

However, responding to 
these

and patience. 
Since the Project seeks
to institutionalize the process of looking to analytical methods and
approaches in weighing policy alternatives, subprojects are designed to work
through G0M institutions, typically at 
a technical level.
this arrangement may make it In some instances,preferable to respondneeds first to build a base for 

to the immediate technicalthe more adequate consideration of majorpolicy issues.
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2. 
 Technical Factors Influencing Proiect Outcomes
 

Quality of Technical Advisers: 
 The most important technical element in
achieving the objectives of the Project will be the quality of
assistance contractors and especially their resident advisers. 
the technical
 

scheduled to 'hile USAID i
play an active role in the design and monitoring of eich of the
subprojects, and in particular in the continuing policy dialogue, the
technical assistance contractors will bear much of the responsibility for a
successful outcome of the Project.
 

First, they are responsible for excellent technical assistance work.
Since the policy studies and advice to 
be generated through the support of the
project 
are intended for the highest levels in the GOM, the technical
advisers 
must bring to their tasks outstanding experience and reputation.
They will often deal with very sophisticated and experienced counterparts with
well-defined assistance needs, such as access
undertakings elsewhere. to experiences with similar
The advisers must be able. to respond to
requests without relying entirely on home office support. 
such specific
 

They must also
provide the leadership in establishing standards for the work of the
individual analysis units 
or other institutions involved in the Proiect.
responsibility also entails being able to identify candidates for TDY
 
This
 

assignments based on 
their knowledge of 
the needs and capabilities of the
counterpart institution.
 

Second, they will carry much of the load of the policy dialogue. 
Since
they will have day-to-day contact with their Moroccan counterparts, they will
be able to respond to particular major policy issues as 
they arise. Moreover,
they should also be able to alert USAID to specific opportunities for
intensifying the policy dialogue on a given issue.
 

administrative and management procedures, especially with respect 
to
 

Third, the resident advisers will also play a key role in developing
 
imformation exchange and use among different GOM departments.
 

The importance of the resident advisers of the technical assistance
contractor should not detract from the role of USAID:
Project succeed, USAID must take an active role. 
In order to hdve the
 

Nor should it 
belittle the
 
a significant load.
 

role of TDY advisers and experts who will carry 


Data Processing and Analysis Equipment: 
 The Project also places
considerable emphasis on the potential of data processing and analysis
equipment (primarily microcomputers) to build policy development, appraisal,
and implementation capabilities.

twofold. 

The advantage of the microcomputer is
First, it provides the means 
to develop data organization and
analysis guidelines through software specifications (e.g.,
templates). elaboration of
Second, it enables analysts to develop their analyses at
own 
 their
speed with a minimum of administrative structuring.
microcomputers provide a personal interface 
In other words, since
 

rather than requiring the 
user
to have to go through a data processing department 
-- analystswithout fear of embarrassment in the case of failure. 
can experiment
 

combine These two aspects
to make the microcomputer a potentially powerful tool in developing
analytical capabilities.
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At the same time, the use 
of that potential must be closely monitored.
The powerful software available for these machines makes it
substitute analytical activity for analytical progress. 
quite possible to
 

tend to be overwhelmed by all the questions they can 
Unguided, analysts
 

now answer that they fail
to ask (and answer) the key ones 
and use 
the results in specific policy
recommendations.
 

The data processing and analysis equipment will also play a key role in
encouraging coordination among subprojects and with other USAID projects
GOM departments engaged in related work. 
or
 

As described above, the
include joint training seminars, exchange of data or 
options
 

local programs on floppy disks,
area networks, or micro-to-mainframe linkups.
may raise some technical issues. 
Any kind of networking


Some GOM departments (notably the Statistics
Directorate) are in the process of installing networks combining
microcomputers and mainframes. 
 Other departments could access
information through modems, using dedicated telephone lines. 
this
 

clearly raise further technical problems that will have to 
These options
 

arise. be examined as they
Moreover, technical progress 
over the lifetime of the Project may
produce additional opportunities or solutions that could be incorporated into
the implementation of 
the Project.
 

Follow-Up Dialogue: 
 Getting policy recommendations icted upon presents
one 
of the most difficult challenges to any policy analys4
 the subprojects (to the 
s work. In each of
extent appropriete), particular attention will
therefore be given to follow-up activities. GOM counterpart staff should be
encouraged and expected to seek and obtain access to
to discuss specific issues and to 

the users of their work
review the utility and use
policy makers. of their work for
This feedback is critical both to provide a sense of realism
and priorities to 
the analysts, and to assure 
that policy makers are 
not only
aware of the potential offered by better policy analysis capabilities, but
begin to rely more and more on such policy analysis and information.
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MONSIEUR ROBERT CHASE
 
DIRECTEUR DE L'USAID
 

137, AVENUE ALLAL BENABDELLAF
 
B.P. 120. 

RABAT
 

OBJET / Requate d'assistance 
pour le 
projet de soutien
 
a l'nalyse de 
la Politique 6conomique.-


Monsieur le 
Directeur,
 

Faisant suite 
aux 
diverses r6unions qui'ont 6t6
tenues entre 
les repr~sentants de 
votre Institution, et
les 
diff6rents responsables de l'Administration 
marocaine
et notamment 
celle qui 
a eu lieu au 
sitge de 
mon d6partement le 13 
AoOt 1985, vous 
avez bien voulu
savoir que me faire
I'USAID serait dispos~e, 
si une requite officielle 
lui 6tait pr~sent6e, a accorder au 
Royaume du
Maroc 8,6 millions de 
dollars destines 
A r6aliser un projet
visant a soutenir 
la r~forme de 
la politique 6conomique
6nonc6e par 
le Gouvernement et 
en particulier de renforcer
les moyens de 
l'Administration 
marocaine dans 
le domaine
de l'elaboration 
et de l'6valuation 
des politiques 
6conomi
ques.
 

En vous remerciant vivement de
concours votre pr~cieux
et votre 
enti6re disposition A aider le Maroc pour
r~aliser 
ce projet dont 
la 
date de cl8ture est prdvue pour
le 30 Septembre 
1990 ; j'ai 
l'honneur d'indroduire,
prdsente, par la
une requite 
au nom 
du Royaume du Maroc 
pour obtenir
le montant de 8.6 millions de dollars A titre de don qui
-sera affect6 
aux op6rations discut~es par 
nos services
 
respectifs.
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Je vous demande toutefois de bien vouloir revoir
 

avec mes services la r6partition du montant global entre
 

les diff6rentes composantes du projet.
 

Dans l'espoir de renforcer davantage nos liens,
 

veuillez agr'er, Monsieur le Directeur, l'expression de
 

ma parfaite consideration.-


Le M.istre %inistre auprs du Prem c I 

ar. 6 des A',', 

QA~Y.Zinc
~* A33e 



ANNEX D
 

ECONOMIC POLICY ANALYSIS SUPPORT PROJECT
 

(608-0191)
 

Subproject Analysis:
 

Pricing 
 Subroect Direction des Prix
 

September 1985
 

Note: Annexes B and Cof this subproject analysis

referred to in the text are not 
included.

Annex D of the subproject analysis in included
 
as Annex of this package.
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1.0 BACXGXOUND 1 

1.1 Overview 

The assistance project described in this document is a subproject of the
Economic Policy Analysis Support project (608-0191). It is designed to help
the Direction des Prix (DP) in the Ministry of Economic Affairs, which forms
part of the Prime Minister's Office, to adapt 
to a new role as an economic
policy analysis unit with emphasis on 
pricing policy issues.
 

1.2 Price Regulation
 

Prior to the economic policy reforms initiated in 1983, the GOM set prices
for virtually all goods and services of any importance (some 200 items), using
prices to subsidize the consumption of goods and services deemed to be basic
necessities, tax the purchase of luxuries, and curtail "excessive" profits in
all sectors. 
 The Direction des Prix played a key role in this comprehensive
approach to price regulation, serving as 
staff to the Interministerial Pricing
Commission which advises the Prime Minister on issues of pricing policy. 
With
its total staff of nine professionals, the DP has been responsible for
examining each request for price changes, typically involving detailed
production cost data and budgets submitted by individual firms for each good

or service.
 

Whether or to what extent 
the stated objectives of the GOM's policy of
price regulation and control were achieved remains unclear. 
 The costs of
achieving these objectives, however, have become evident in the performance of
the Moroccan economy over the last few years. 
 Controlled prices provided
misleading signals consumersto and producers, rewarding an inefficientallocation of scarce resources, thereby stifling economic growth.
Consequently, the reform of pricing policies represents one of the
cornerstones of Morocco's structural adjustment efforts undertaken in
collaboration with the international donor community, especially the World
 
Bank.
 

1.3 Pricing Policy Reform
 

Pricing policy reform has taken the form of widespread deregulation (or
liberalization) of prices of goods and services, and a reexaminationdeterminants of prices of thethat remain regulated, such as utility rates. Thesechanges imply a changing role for the Direction des Prix. First, deregulation 

1 See Annex B for a more detailed discussion of the current 
(or past)
functions of the Direction des Prix, and an examination of possible new tasksand responsibilities for the DP.
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eliminates much of its regular workload of reviewing detail the elements of
price calculations for a host of products and firms in. 
 Instead, its staff
will now be much more concerned with the monitoring and interpretation of
price changes and the analysis of consequences of particular options.
regulation for natural or effective monopolies will emphasize efficiency
Second,
 

criteria in price determination, i.e., marginal-cost or second-best pricing
rules.
 

1.4 
 New Demands on the Direction des Prix
 

Focusing more on the macroeconomic consequences of pricing policies and
price trends moves the Direction des Prix squarely into the arena of economic
policy debate. 
 In fact, 
the Minister of Economic Affairs 
-- to whom'the Prime
Minister has delegated much of the authority for decisions related to national
pricing policies as well as 
their coordination with overall economic policies
-- has come 
to rely heavily on the DP not only for staff work in the area
price regulation but also for preparing mbre general economic policy
 
of
 

recommendations. 
 In fact, he has increasingly called upon the DP staff for
 
commodity prices on subsidy costs, the effects of GOM pricing policies on the
cost of living and 

improvement. 

on enterprise production costs, and opportunities for
 

analyses of subjects such as the impact of variations in international
 

Thus, 
the DP is strategically placed to play an increasingly
important role in overall policy reform related to pricing issues. 

2.0 
PROJECT DESCRIPTION
 

2.1 
 Summary: SubproJect Goal and Purpose
 

The proposed subproject combines technical assistance, short-term training
and the provision of microcomputer equipment and relevant software to assist
the DP to take advantage of new opportunities and address its emerging
analytical and regulatory tasks effectively. The overall goal for this
subproject is given by the program goal for the overall Economic Policy
Analysis Support Project (608-0191).
 

Contribute 
to a successful transition to a more market-oriented economy by
the end of this decade.
 
In this context, a more market-oriented economy is understood to rely less on
price controls and subsidies, 
so as to stimulate production and employment.
 

In pursuing this program goal, the subproject is designed to accomplish
the following purpose:
 

To strengthen the capabilities of the Direction des Prix in collecting,
organizing and analyzing economic data, to enable'it to prepare (inter
alia) studies assessing the net advantages of allowing market
determination of most prices as well as 
realisticadjustments

international markets. 

to
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The subproject has already started with a Li,.ited Scope Grant Agreement
(signed July 22, 
1985) which covers 
the procurement of five microcomputers and
software. 
 In addition, some assistance has been provided through other
projects for English-language training for DP staff and for one
attendance of a seminar of 
staff member's


the Harvard Institute for International Development
on public enterprise management and reform.
 

The subproject design includes 
a provision for two senior resident
economic advisers in Morocco for a period of three years (1986-1989),
approximately 19 person-months of short-term advisers, and about 30
person-months of in-country or U.S. 
training for DP staff members (an average
of about fourteen weeks per staff member).
 

The Project Assistance Completion Date (PACD) for this subproject is
September 30, 1989, with the resident economic advisers scheduled to depart at
the end of the second quarter of FY 89. 
 (The PACD for the overall project
698-0191 is September 30, 1990).
 

2.2 Technical Assistance
 

The technical assistance provided under this subproject comprises the
services of two senior resident advisers for a period of three years, and
visits from experts in particular subject areas 
or policy issues. The
substantive requirements for this technical assistance are determined by the
emerging statistical and analytical tasks for the Direction des Prix
(discussed in greater detail in Annex B).difficult. These tasks are complex and
While the DP staff is reasonably well grounded in economic theory
and broadly experienced in price and budget analysis, they will requireguidance in collecting and organizing the data and performing therequirea. analysisThis guidance requires hands-on involvement by the resident and
short-term advisers much more 
 than merely theoretical instruction.
 

Resident technical advisers: 

probably This component of the subproject isthe most important one; hence, the two senior advisers must
persons of outstanding experience and personal qualities. 

be
 
They must advise
the Minister of Economic Affairs and the Directeur des Prix as 
to which
specific problems it would be feasible and important for the DP to focus on
initially. Once the parties have agreed on the focus of the work, the
advisers must chart out the approach and provide hands-on guidance to the
staff immediately involved, as well as some 
training for other staff members.
They must then supervise the collection and organization of data relevant to
Morocco's policy issues, both from national and international sources, provide
the liaison for obtaining the information, and also arrange for short-term

consultants as appropriate. 

Finally, the resident advisers must supervise the analytic process and
assist with formulating the policy conclusions and recommendations. 
To some
extent, moreover, the personality skills as 
well as the professional expertise
of the advisers will influence even the acceptability of the DP's analysis and
conclusions. 
 The Contracting 
Plan for technical assistance outlined in Section
7.2 translates these substantive requirements into specific criteria for the
personnel to 
be proposed by bidders on 
the technical assistance contract.
 

-3



Short-Term Consultants: 

consultation with the DP, 

The resident economic advisers, in close
the USAID Mission, and other technical experts in
 
consultants 


the country, will play a central role in deciding which tasks short-term
can most effectively perform. 
 Such TDY consultants would be
needed for periods of less than two weeks to up to
variety of fields, two or more months, in a
 
advisers. 

to augment and go beyond the work of the resident
For example, statisticians 
may be needed to assist in collecting,
organizing and standardizing data, working closely with the Statistics
Directorate in the Ministry of Plan. 
Econometricians and model builders, who

are skilled in the usage of microcomputers for such purposes, may be called on
to provide both guidance and practical training to
econometric the staff when the
tasks become complex. Psychologists 
or sociologists could guide
the DP staff in their assessment of the socio-political 
consequences of
changing economic policies, using either readily available data or
of surveys designed and organized by these experts. 

the results
 
The need to organize the


existing and new information acquired by the DP may call for library science
or information specialists.

regulatory commissions, 

Former or current staff members of U.S.
the Federal Trade CommissionJustice, could provide helpful 
or the Department ofadvice ontechniques and measures to overcome 

the latest (efficiency) pricing

restraint-of-trade 


experts in areas such as 
practices. Finally,institutional/political 


analysis
development and promotion may also be needed for short 
or export
 

periods.
 

2.3 Training
 

The educational background and professional experience of the current
staff members of the DP suggest
policy subproject 

that the training component of theshould stress pricingshort-term trainingand in Morocco. and interships in the U.S.Given the context, any long-term training aiming at graduate
degrees does not appear suitable for this subproject. 
The resident economic advisers, working closely with their parent
institution(s) 
as well as with the DP Project Officer and the USAID Mission
will recommend and arrange for whatever short-term training is most
appropriate to both the permanent

statistical work immediately 
mission of the DP and the analytical andat hand.of The training in the U.S.'might consistsummer programs at universities, specialized training at the World Bank or
other institutions, or internships of two to three months at U.S.
or private institutions (e.g., Government
the Council of Economic Advisers, the Joint
Economic Committee of Congress, the Brookings Institution, or the American
Enterprise Institute). Training in Morocco will consist largely of periodic
seminars and workshops tailored to specific needs of the DP staff or specific
policy issues, with participation of others from the GOM and the private
sector as feasible.
 

All training activities will be conducted or arranged for by the resident
advisers, with the help of short-term consultants.backstopping will be performed mainly by 
Administrative 

USAID in Morocco, andinstitution(s) by the parent
and AID/W in the U.S. 

As mentioned above, the DP staff ;embers areEnglish-language already welltraining, and started on theirsome already sufficientlyare 
proficient to 
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communicate professionally in English, to use 
software for which French
documentation may not yet exist, and 
to participate in international
activities for which English is required.
 

2.4 Microcomputer Equipment and Software 2
 

The microcomputer equipment

Direction des Prix is Intended to 

to be furnished under this subproject for the
(a) improve data base management and
analytical capabilities for the DP's work in price determinatiod, using more
market-oriented criteria, and (b) allow DP analysts 
to perform economic policy
analysis using appropriate macroeconomic data, and preparing reports and
recommendations for policy makers.
 

The assessment of the microcomputer needs and use potential of the
Direction des Prix indicated that the best arrangement would involve a
microcomputer "center" in the DP building with four individual workstations,
plus another unit in the office of the Dirdcteur des Prix. Requirements for
each unit include:
 

" a minimum of 512K of user memory (RAM);
 

* a floppy-disk drive and a 10 megabyte (minimum) hard disk;
 

* 
 a numerical co-processor;
 

* a printer.
 

The hardware 
to be provided under the Limited Scope Grant Agreement signed
July 22, 1985 also includes video monitors and hard-disk backup units.
Because of compatibility requirements withe equipment installed in the
Statistics Directorate and the Plannning Directorate, and because of limited
maintenance and parts availability in the country, IBM XT equipment has beenspecified.
 

The software to be purchased underpart of the Limited Scope Grantthe pricing policy Agreement assubproject includes(combining a general integrated packagea spreadsheet, graphics, word processing,
- as well as communications and data base managementcapabilities
the art of 

that go beyond the current state ofthe Moroccan telecommunications 
package, a program 

system) a statistical analysisdevelopm-'t package, and special-purpose software for data
base management, project management and word processing.
 

See Annex C for a detailed assessment of the microcomputer needs of the
Direction des Prix, conducted with the assistance of AID/W's SER/IRM office.
See Annex D for the Limited Scope Grant Agreement relating to the procurement
od the microcomputers and -requisite software.
 

5 
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3.0 
SUBPROJECT JUSTIFICATION
 

The Economic Policy Analysis Project (608-0191) aims at supporting the
implementation of Morocco's economic policy reforms moving in the direction of
a more market-oriented economy.

reflects this intent. 

The pricing policy subproject directly
Given the key role of pricing policy reform in the
overall reorientation of 
the economy, project support to 
the GOM agency that
has potentially a major impact on the effective implementation of pricing
policy reform assumes a high priority within Project 
608-0191.
is therefore justified in terms of its overall thrust. 
The subproject
 

In addition, the Project Paper for the overall project (608-0191)
establishes specific criteria that must be met by all subprojects to be
funded. 
 Section III.D of that Project Paper lists four substantive criteria
grouped into two categories:
 

Ca tegory A: 

1. 
Subprojects should provide support for improved capabilities to
develop sound economic policies.
 

2. Subprojects should provide support for improved efficiency in carrying
out and managing functions related to the economic policy reform.
 

Category B:
 

1. 
Subproject should contribute to an increased market orientation of the
economy as 
a whole and better conditions for private sector ownership
and management of productive assets.
 

2. 
Subprojects should show clear indications of the potential for
creating lasting impacts on institutional capabilities in economic
policy formulation and implementation.
 

In addition, category B includes a few formal conditions (such as
completion within the overall PACD of Septemberdocumentation requirements) that are by 
30, 1990, compliance with AIDmet this subproject. Each subprojectmust meet at least one of the conditions in Category A and all
The proposed subproj-ct clearly passes this 

in Category B.
 
test.
the pricing policy subproject 

With respe-t to Category A,expressly
to develop 

aims at improving the GOM capabilitiessound economic policies in a critical area of reform. 

In terms of the two substantive criteriasubproject will contribute 
in Category B, the proposedto an increased market orientationeconomy by facilitating continuing 

of the Moroccan
price decontrol, and by introducingefficiency (marginal cost) criteria in the determination of prices and rates
that may remain subject to regulation. In addition, by working with an
established agency with tenured professionals, the pricing policy subproject
shows adequate prospects of achieving a lasting impact on the GOM's
institutional capabilities in economic policy formulation and appraisal.
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Moreover, the central role of the Direction des Prix assures not only
necessary linkages to other subprojects under the Economic Policy Analysis
Project, but also to other USAID-supported projects. 
For example, energy
pricing has long constituted a central topic for the Energy Planning Project
(608-0180). 
 Similarly, pricing of agricultural inputs and products represents
a key issue for projects such as 
608-0182 (agricultural pricing and
analysis). 
 The exchange of information between the DP and other
USAID-supported agencies contributing to the formulation of pricing policies
could significantly enhance USAID's work with the technical Ministries.
also section 5.0 for a further discussion of this issue). 
(See
 

Thus, in terms of both overall thrust and subproject selection criteria
enunciated in the Project Paper for 608-0191, the proposed USAID support for
the pricing policy subproject is justified.
 

4.0 INSTITUTIONAL CAPABILITY AND COUNTERPART AVAILABILITY
 

The Direction des Prix is a relatively small, but tightly organized and
effective agency in the GOM bureaucracy. 
 Its staff of nine professionals,
including the Director, is divided nearly equally between economists and
financial/accounting specialists; 
one staff member is a lawyer. While the
pricing policy reforms have altered the 
nature of its work somewhat, the DP is
continuing to serve as the secretariat to the Interministerial PricingCommission and its specialized subcommittees. 
This Pricing Commissioncomprises representatives of the Ministry of Finance, the Prime Minister's
Office, and various technical Ministries. 
 It reviews all requests for changes
in regulated prices at 
the national level. 
 The Directeur des Prix usually
chairs the meetings of the Commission; similarly, the meeting of specialized
subcommittees are typically chaired by DP staff. 
 The DP prepares or
coordinates all materials and analyses used by the Commission. 
 It also
prepares the final recommendations submitted to the Prime Minister, who issues

the price decrees.
 

Price deregulation has changed the responsibilities of the DP to 
some
extent. 
 For most goods and services, the staff is no 
longer concerned with
determining prices, but rather with monitoring price developments and trends
and assessing the implications of such trends on macroeconomic indicators,
such as the cost-of-living index. 
 In addition, they have been used more and
more by policy makers in the Ministry of Economic Affairs and beyond it to
prepare economic analyses of specific issues on a periodic or an ad-hoc basis.
 

Thus, 
the DP finds itself in 
a position of responding to both a need and
an opportunity for developing its economic policy analysis role.
staff members have also come to 
Individual
 

the conclusion that the methods of determining
"appropriate" prices used until now have failed to produce the hoped-for
benefits of price regulation. Thus, one 
finds both institutional and
individual readiness for change.
 

Both the institution of the Direction des Prix and the individual staff
members 
-- who typically have spent the major part of their professional
career with the DP -- exhibit all signs of being capable to benefit from the
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assistance to be provided by the 
pricing policy subproevct,
an effective and respected a o oe to
source of economic policy advice 
 Cooe 
 ino
the DP staff in the development of this subproject has been exceptionally
active and open.
 

5.0 RELATIONSHIP TO OTHER USAID PROJECTS
 
As already indicated in the justification of the pricing policy subproject
with respect to the selection criteria, assistance to the DP can contribute
directly to other projects in two key sectors, energy and agriculture.
potential contribution can be sketched by looking at 

The
 
pricing, a key issue the example of energy
along with food pricing policies 
 in the GOM's
policy dialogue with the international donor community.
 

The first step in determining energy prices, notably for refinery
products, coal, and electricity, is an assessment of the cost of production.
Inadequate cost accounting in many of the energy parastatals makes estimates
just of average costs (let alone marginal costs) difficult.
often suspect. Estimates of average costs are then used 
The results are 

prices - to determine producerprices that allow the produceri,'-:porter to recoup costs and earn
some profit ("marge b~n~ficiaire"). 
 These producer prices in turn are
translated into consumer prices ("prix de vente") by a process that is largely
political, at least for refinery products. 
 For those products, the resulting
price structure taxes "luxury" products, i.e., gasolines, heavily, and
subsidizes butane as well as heavier fuels. 
 A revision of the price structure
for refinery products to eliminate net subsidies, agreed on with the IMF as
part of the first Stand-By Arrangement, does not preclude cross-subsidization.
Maintaining zero net subsidies, however, does require a constant tinkering
with consumer prices, as direct and cross-price elasticities change the
composition of consumption.
 

Improving energy

information 

pricing in Morocco requires
on production two things: bettercosts, especially marginal costs, and a better
understanding of the impacts of price changes on factorscost of living, production costs, etc. 
such as consumption,

Parastatals in the energy sector have
begun to work on the first aspect, with the support of the World Bank.
production cost information Bettercan then be used byMines (MEM), supported the Ministry of Energy and 
producer prices 

by the Energy Planning Project (608-0180), toin a consistent calculatemanner across differentproducts. types of energy
To examine the impact of different pricing strategies on
consumption, and other macroeconomic or sectoral factors, however, the MEM
depends on the cooperation of other GOM agencies, notably the Direction des
Prix, to provide the needed information. 
Energy pricing therefore represents
an excellent opportunity for cross-fertilization 
among USAID projects.
 
Similarly, another subproject of the Economic Policy Analysis Support
Project currently under development concerns possible improvements in the
collection, organization and analysis of price data by the Direction de la
Statistique (Ministry of Plan). 
 What data should in fact be collected and how
they should be made available depends on
information for policy purposes. 

needs of users who draw on this

The Direction des Prix would be one 
of the
 

-8



-- 

key users of such more general price information (to perform analyses such as
that of the impact of energy price changes on macroeconomic or sectoral
indicators). 
 Thus, the pricing policy subproject would yiild specifications
that would be essential In developing an adequate design of another subproject.
 

6.0 TRAINING REQUIREMENTS
 

As already discussed In the overall description of the pricing policy
subproject (Section 2.3), 
the educational background and professional
experience of DP staff suggest that training and education under the
subproject should be limited to short-term training in the U.S. and Morocco.
One of the key requirements for the technical assistance contractor will be
the development of innovative concepts for short-term training both in the
U.S. and in Morocco. 

important. 

Attendance of seminars and internships will be
But some staff members may also benefit from "mini-sabbaticals,"
relatively short visits to the U.S. 
to prdpare policy reports on specific

issues.
 

7.0 
 CONTRACTING AND EQUIPMENT PROCUREMENT PLAN
 

7.1 Microcomputer and Related Procurement Activities
 

As discussed in detail in Annex C, the needs assessment for the Direction
des Prix suggested a combination of five IBM XT microcomputers with
appropriate software and peripherals. 
Four of the microcomputers will be
installed in a central "lab," with the fifth destined for the office of the
Directeur des Prix. 
The procurement of the microcomputers is covered in a
separate Limited Scope Grant Agreement, signed with the Ministry of Economic
Affairs on July 22, 1985.
 

The microcomputers are being procured through local vendors.
underlie that decision, Two reasons
First, local procurement provides access 
to
continuing technical support as well as maintenance. "Technical support"
refers to assistance with minor problems, adjustments of cables, replacement
of defective parts, etc., typically unpaid (or, rather, prepaid) services
provided by dealers as part of their business. 
 In addition, local procurement
also provides access to introductory training in the use
packages supplied. of the software
Generally, there is no need to draw on the services of
U.S. experts for such introductory training
familiarize analysts with the full potential of the equipment and software.
 

which is, however, essential to
 

Second, local procurement also greatly facilitates the tasks of putting
together a package that meets the needs of GOM users with respect to equipment
specifications (e.g., 50Hz power supplies, AZERTY keyboards) and
French-language documentation.
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7.2 
 Technical Assistance and Training Support
 

Technical assistance and training support services will be procured
through open competition in the U.S. 
 Every conceivable effort will be made to
assure 
the involvement of minority-owned businesses in this procurement.
 

The services to be provided under this subproject place a premium on the
institutional capabilities of the techniical assistance contractor. 
The home
office support must be of sufficient high quality to
 

(a) help insure that resident advisers and consultants remain fully aware
of important prior and current research and experience worldwide;
 
(b) facilitate access to the numerous experts at American universities
and institutions as well as 
in U.S. local and national-level
government institutions who have had substantial experience in
pricing policies, regulation of natural monopolies,
restraint-of-trade issues, and subsidies for needy population groups
under a free-market system;
 

(c) obtain short-term consultant services from among these experts; and
 
(d) locate the most appropriate institutions and courses in the U.S.
possibly third countries) for short-term training of DP staff. 

(or
 

Conceivably, 
no single U.S. institution would have either the expertise or
the backstopping abilities required to meet these demands. 
 Universities often
have a comparative advantage in (1) providing long-term resident advisers who
have the technical competence, developing-country experience, and personal
qualities required, (2) facilitating access to prior and current research and
other materials, and 
(3) locating appropriate training institutions.
 

Consulting firms as a rule are a better source for cmpetent short-term
consultants with 
 the specialized expertise, personalexperience in developing qualities and hands-oncountries. Moreover,and consultants such firms and their employeeshave usually had substantial
and policies such 

experience with AID procedures
in areas as training and report-writing,
tailoring the and also withtechnical assistance to the specific needs of the project.
 
A consortium of or
one more universities and consultingtherefore offer firms mightthe best combination for the tasks at inhand the pricingpolicy subproject.
 

The discussion of the substantive requirements foradvisers outlines the senior residentthe standards that must be metprospective technical assip, 
by the personnel proposed by-nce contractors. The senior advisers must be:
 

(1) outstanding macroeconomists with substantial experience at high
government levels in the development, appraisal, and reshaping of
national economic policies, as well as 
in organizing and analyzing
large bodies of economic and social data for economic policy purposes;
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(7) specialized in pricing policies in general, with one of the resident
advisers also particularly expert in utility pricing policies and
techniques, the other in 
means for targeting 
consumer subsidies so as
to reduce their cost to the budget and the economy as 
a whole;
 
(3) oriented toward problem-solving on a national scale, with a
particular interest in stimulating overall economic growth and
employment via improved economic policies;
 

(4) outstanding communicators, both orally and in writing, andexperienced in formal and 	 informal teaching/training, preferablythe 	context of developing countries; 
in 

(5) reasonably fluent (minimum 3+ level) in French or Moroccan Arabic;
 
(6) aware of, and preferably experienced with, institutional and


political realities in developing'countrjes;
 
(7) willing to commit themselves to ai. assignment for the entire
three-year assistance period to maximize the potential for an
in-depth involvement and lasting impact.
 
The two senior economists must of course be self-starters capable of
independent work, but they must also be ready to cooperate closely withtechnical advisers working on policy tasks in other parts of the government,
such as the Ministry of Plan, or one of the technical Ministries.
Administrative duties should be held to 
a minimum through local hiring of an
administrative assistant.
 

8.0 COST EST1MATES AND 	 FINANCIAL PLAN 

8.1 	 Estimate of Expenditures
 

Under this subproject, 
 USAID will financetraining for 	 technical assistance,GOM 	 counterpart staff in U.S. 
short-term

the andincluding visits 	 in Morocco (possiblyto 	third countries), and microcomputer (including software)
and other equipment. 
 The USAID portion of the budget also includes funding
for 	two evaluations of the pricing policy subproject, scheduled for FY 87 and
FY 89, as described in Section 10. 
 The 	GOM will contribute primarily the
salaries of counterpart staff, office space and equipment, as well otherin-kind services. 	 asConsistent with established practices, the GOM will also
pay international air fare for staff traveling to the U.S. for short-term

training.
 

Table 8-1 and 8-2 theshow distribution ofcontributions, 	 the USAID and GOMrespectively, over the timesubproject. horizon of the pricing policyTo facilitate the comparison here, the GOM contribution also hasbeen distributed across U.S. fiscal years; the GOM fiscal year is coterminous
with the calendar year.
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The cost estimates are based 
on 
the following assumptions regarding the
 

structure of the project:
 

* a total of 72 person-months of senior resident economic advisers; 
* an approximate total of 19 person-months of short-term technical

advisers;
 

0 
 about 30 person-months of in-country or U.S. training for staff
members of the Direction des Prix;
 

6 five microcomputers with requisite software.
 
The estimated distribution of totals across time is based 
on the assumption
that the technical advisers would arrive toward the end of the second quarter
of FY 1986 (early spring 1986).
 

8.2 Justification for Grant Financing
 

The AID contribution to the pricing policy subproject (as to all other
subprojects under 608-0191) is proposed to be financed through a grant to the
Government of Morocco. 
 This decision is based on guidance from AID/W related
to the question of grant financing vs. 
loans in State 178281. 
Two criteria in
particular apply to this subproject.
 

First, the benefits, both economic and social, of the subproject will be
broadly diffused throughout the Moroccan economy.
pricing policies precludes The nature of macrolevel
for the most part thenarrowly defined target 
option of singling out anybeneficiaries

be designed. Any 
for whom any cost recovery schemes couldlong-term benefits accruing back to the GOM will be in form
of higher tax revenues from increased economic activity, or reduced budgetary
outlays for subsidies, gains which in turn are 
likely to be redistributed
through the fiscal reforms that have already been initiated.
 

Second, the United States has a strong interest in supporting and guidingpricing policy reform in Morrocco to assure a successful transition fromexcessive state intervention to a market-oriented economy.
for the heavy emphasis That is the reason
on technical assistance in this subproject.
 

Grant rather than loan financing is therefore justified on practical aswell as on policy grounds.
 

9.0 IMPLEMENTATION AND MONITORING PLAN 

9.1 Implementation Plan
 

Implementation of portions of this subproject, specificallyto the procurement those linkedof microcomputers, softwarealready underway. and introductory training, isAs discussed in the Project Identification Document for 
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Table 8-1
Pricing Policy Subproject, Expenditure Distribution, USAID Grant
 
(1,000, in current prices)
 

Expenditure Category 


-
Technical assistance 


- Training 


- Microcomputer &other direct costs 


- Evaluation 


- Contingency (1OZ) 

T 0 T A L 


FY 85 


0 


0 


58 


0 


6 

64 


FY 86 


197 


45 


35 

0 ' 

28 

304 


FY 87 


417 


79 


39 


30 


56 


620 


FY 88 FY 89 Total 

457 233 1,304 

85 42 251 

22 16 154 

0 40 70 

56 33 178 

621 364 1,956 

Table 8-2
Pricing Policy Subproject, Expenditure Distribution, GOM Contribution
 
(41,000, in current prices)
 

Expenditure Category FY 85 FY 86 FY 87 FY 88 FY 89 Total 

- Training 0 15 20 20 15 70 
- Salaries 19 82 92 96 75 364 
- Other direct costs 11 49 55 58 45 219 

T 0 T A L 30 146 167 174 135 653 
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Project 608-0191, and approved by the NTAC (in State 103195), 
the nature of
the subproject and the timing justified a pre-project implementation phase.
Consequently, USAID signed a Limited Scope Grant Agrepment with the Ministry
of Economic Affairs for a total grant amount of 475,000 to cover procurement
activities related to the microcomputers for the Direction des Prix. 
 USAID is
now in the process of preparing the necessary documentation (PIO/C),
soliciting bids from local vendors, and organizing the introductory training
sessions, which will be held over a period of three months. 
 The content of
these training sessions is described in Annex C, "An Assessment of the
Microcomputer Needs of the Direction des Prix."
 

Following approval of the Project Paper for 608-0191, signing of the
 
procurement for the technical assistance and training support contract will
begin with the preparation of the RFP, and the placement of the notice in the
Commerce Business Daily.

mid-October 1985. 

The issue of the RFP is now scheduled for
 

Project Agreement for the overall project, and project authorization,
 

Evaluation of the RFP's will take place in December, with
contractor selection and contract negotiations to be completed by the end of
January. 
The first resident adviser would then be expected to arrive toward
the end of the second quarter of FY 86.
 

The time schedule is summarized in Table 9-1.
 

9.2 Monitoring Plan
 

Super-vision of the pricing policy subproject is the responsibility of the
USAID Project Officer. The Ministry of Economic Affairs has already named the
counterpart GOM staff member (in the communication from the MEA also referred
to as a "Project Officer"). 
 Procedures for monitoring progress on this
subproject will involve close and frquent contacts between the USAID Project
Officer, the GOM counterpart and theextensive informal contacts 
senior resident advisers. Theserepresent an importantmanagement, since means for effective projectthey will enable the Project OfficerInformed of current to remain fullyand prospective subproject activities,opportunities and problems in time to take effective action. 

and to spot 

In addition, a monthly management review will be held around the 10th of
each month to assess the accomplishment of technical milestones, and review
briefly resource use. 
 These brief monthly reviews will be complemented by
more in-depth semi-annual reviews in March and September to assess
accomplishments, examine major or recurrent problems and issues, and review
and approve more detailed workplans for the next review period. 
The first
review of this nature will be held as a planning session following the arrival
of the first resident adviser.
 

Project management will also stay abreast of the developments on the
pricing policy subproject through debriefings of TDY experts, and periodic or
occasional technical reports and papers prepared by the analysis unit
according to the respective work plans.
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September 1985 


September 1985 


September 1985 


September-December 1985 


October 1985 


December 1985 


January 1986 


March 1986 


April 1986 


September 1986 


.March/April 1987 


February/March 1989 


March/April 1989 


Table 9-1
 
Implementation Schedule:
 
Pricing Policy Subproject
 

Procurement of microcomputers

software and introductory training
 
for DP staff
 

Subproject approved
 

Project Agreement signed
 

Introductory training in using
 
microcomputers and supplied
 
software for DP staff
 

RFP for technical assistance and
 
training support services issued
 

Proposals received and evaluated
 

Contract negotiated with successful
 

bidder
 

First resident adviser arrives;
 

submission of first semi-annual
 
work plan
 

Second resident adviser arrives
 

First semi-annual project review
 

Interim subproject evaluation
 

Final subproject evaluation
 

Resident advisers depart
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10. EVALUATION PLAN
 

Two evaluations are scheduled for this subproject, the first for roughly a
year after the arrival of the first resident adviser, i.e.,
of FY 87, the third quarter
the second just prior to the departure of the resident economic
advisers, i.e., 
in the second quarter of FY 1989.
 

The substantive orientation of the evaluations ie given by the Logical
Framework for the pricing policy subproject shown in Annex A. 
Annex B already
provides a general description of the "pre-project" conditions; more detailed
information is available in the files of the Direction des Prix, the general
economic and social data base maintained by USAID, and data on particular
sectors produced through other USAID-supported projects608-0180) on price (such as 608-0182 andstructures and issues. 
be able 

Thus, the initial evaluation willto draw on a broad range of readily available information.
 
However, many 
 of the crucial conditioms are unknown orPolicy makers tend to poorly understood.be quite ignorant of the incidence of current consumer
subsidies or of subsidies 
on factors of production -- which is
reasons one of the main
for launching the pricing policy subproject. Thus,
analyses conducted as the studies and
part of this project will provide additional information
on baseline conditions for the evaluation(s).
 

As described in the evaluation plan for the overall projec (Section VI ofthe Project Paper for 608-0191), the character of the two evaluations will bedifferent. 
 The first is designed as a formative evaluation, looking for ways
in which the subproject could be run more effectively.
will have a summative character, trying 
The final evaluation
 

to assess the usefulness of such
technical assistance in a crucial economic policy area as a component of the
USAID portfolio. 
 This final evaluation will focus more on the use 
of the
policy information generated by the Direction des Prix with the assistance of
the technical advisers by policy makers.
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ANNEX D-A
 

LOGICAL FRAMEWORK,
 

Pricing Policy Subproject
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ANNIEX 
E 

DOCUMENTATION RELATED TO
 

PHASE I 
ACTIVITIES
 

ANNEX E (1) 
- ACTION MEMORANDUM FOR THE MI9SION DIRECTOR (attached)
 
ANNEX E (2) 
- PROJECT AUTHORIZATION (attached)
 
ANNEX E (3) - LIMITED SCOPE GRANT AGREENDIT - - signed byDirector July 22, 1985 

the Mission 
(by reference only)
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ACTION ME1ORANDUM FOR THE MISSION DIRECTOR 

USAID/RABAT
 

FROM: PROG/ECON, Ulrich Ernst 

SUBJECT: 
 Approval of PLase I of Direction des Prix Subproject of the

Economic 
Policy Analysis Support Project
 

DATE: June 27, 
1985
 

Problem: Your approval is 
required to authorize Phase I of the 
Economic Policy
Analysis Project, 608-0191 with the 
Direction des Prix.
 

Discussion: On March 27, 1985, the Near East Advisory Committee (NEAC)reviewed and recommended approval of 
the 
Economic Policy Analysis Project,
subject to a 
ntnber of decisions. 
 The purpose of this project is
the to enhanceGovernment of Morocco's (GOM) capabilities in the area of economic policydevelopment and appraisal to support the movement toward a moremarket-oriented economy. The project is designed
opportunities to respond to specificto provide technical assistance, training, support in data
collection and analysis, and appropriate equipment 
to units within the
government or attached to government agencies chargedof economic policy with the responsibilityplanning, budgeting and monitoring. In response to therecommendations, the original life of the project of three years has been 

NEAC 
extended to five, and the original LOP funding of 14.8 million has beenincreased to 47.8 million. 

The project will respond 
to specific opportunities by developing individual
subprojects tailored to the needs of the respective GOM agency and the USAIDagenda for policy dialogue. 
 The first subproject identified is
the capabilities of the Direction des Prix (DP) 
the support of 

in the Ministry of EconomicAffairs in the Prime Minister's Office in the area of economic policy
development and appraisal. 
This unit, which has played a central role in
price regulation and control, can contribute much to the successliberal price policy to of a morewhich the COM has agreed as part of the structuraladjustment process. 
 This subproject comprises 
two major elements: (1) the
provision of microcomputer equipment to improve the data base management andanalysis capabilities of the Direction des Prix, and (2) the support of policy
development and appraisal through technical assistance in macroeconomic
analysis. Given the urgency of the need for better data base management and
analysis to support the nascent role of the DP as an economicunit, the subprojLct is designed to proceed in two phases. 
policy analysis 

Phase I, to be
implemented prior to completion of the Project Paper, is concerned with the
procurement of microcomputer equipment and software. Phase II, following the
completion and approval of the Project Paper and the selection of acontractor, is the provision of technical assistance. 
The NEAC review raised
no objections to 
this procedure, per State 103195 (attached).
 

The basis for the implementation of Phase I of the Direction des Prix
subproject is 
a detailed needs assessment conducted with assistance from
SkR/IRM. Thie costs for the equipment, software and training needs identified
in that needs assessment have been estimated as 
475,000. The Project
Authorization for which your approval is requested is for this 
amount.
 

0\ 
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The preparation of the Project Paper is underway, with the assistance of a
senior economist consultant, David Redding.
development responds to NEAC guidelines 
The substantive focus of the PP
 -- clearer statement of objectives and
selection/approval criteria for additional subprojects, emphasis 
on market
orientation, and 
a fully developed evajuatinn strategy.
 

The Congressional Advice of Program Change was 
sent to Congress on April 11,
1985 and expired without objection on April 26, 1985.
 
Recommendation: That you approve the implementation of Phase I of the
Direction des Prix subproject by signing the 
attached ProjecL Authorization.
 

Attachments:
 

I. Limited Scope Grant Agreement
2. An Assessment of Computer Needs of the Direction des Prix

3. Project Authorization
 
4. 
NEAC Cable Approving PID for 608-0191 (State 103195)
 

Clearances: WSRhodes, PROG:
 
AWilllamn, RLA:
 
SNevin, RCO:
 
MMatthows, CONT:l z.
 



Annex E (2)
 

Page I of 2 Pages
 

PROJECT ALTHORIZATION
 

Name of Country/Entity: Morocco Name of Project: Economic Policy 

Analysis Support
 

Number of Project: 608-0191
 

1. Pursuant 
to 
Section 106 of the Foreign Assistance Act of 1961, as
I hereby authorize Phase I of the Economic Policy Analysis Support Project for
Morocco (the "Cooperaeing Country") involving planned obligations of
exceed 375,000 in grant funds not to
 
authorization subject to 

over a one year period from date of
 

amended,
 

the availability of funds in accordance with the
A.I.D. OYB/allotment 
process, 
to help in fLnancing foreign exchange and local
currency costs for the project. 
 The planned life of the project is one year
from the date of initial obligation. 
2. Phase I of the project consists of the provision of computer hardwaresoftware and training the Direction des Prix of the 

and 
Ministry of EconomicAffairs in the Prime Minister's Office.
 

3. 
The Pr'oject Agreement(s) which may be negotiated and executed by the
officer(s) to whoin such authority is delegated in accordance with A.I.D.
regulations and Delegations of Authority shall be subject to the fol~owing
essential 
terms 
and covenants and major conditions, together with such other
terms and conditions as 
A.I.D. may deem appropriate.
 

A. 
Source and Origin of Commodities, Nationality of Services
 
Commodities financed by A.I.D. uader the project shall have their source
 

and origin in the Cooperating Country or in the
may otherwise agree United States except as
in writing. Except A.I.D.for oceancommodities or services shipping, the suppliersshall have ofthe CooperatingStates as their place of Country or the Unitednationality, except as A.I.D. may otherwise agree inwriting.
 

Ocean shipping financed by A.I.D. under the project shall, except as
 
A.I.D. may otherwise agree in writing, be financed only on flag vessels of the
United States.
 

B. Conditions 
 repdent
 

The Grant Agreement shall contain conditions 
precedent in substance 
as
follows:
 

Prior to 
the first disbursement under the 
Grant, or to 
the issuance by
A.I.D. of commitment documents pursuant to which disbursement will bemade, theGrantee shall submit to A.I.D. in form and substance satisfactory to A.I.D.: 
(a) a memorandum describing the steps taken by the Grantee for the
installation, maintenaince, security and effective use of the
microcomputer equipment;
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(b) 	 a memorandum outlining an introductory training schedule to 	 accompllsproject objectives without undue disruption of the on-going work of

the 	DP.
 

C. 	Covenants
 

The Grant Agreement shall 
contain covenants in 	 substance as 	 follows: 
(a) The Grantee agrees that the introductorymaterials 	 training programare subject to approval by A.I.D.; and	 

and 

(b) The Grantee recognizes that this Grant isproject and covenants 	 for Phase I of a two-phasedthat theproject, subject to 	
Grantee is committed to Phase II of thethe 	availability of funds and the mutual agreement of the
Grantee and USAID as 
to 	the details of Phase II.
 

Signature',44L%
 

Title
 

Date 
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PROJECT CHECKLIST 
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5C(2) PROJECT CHECKLIST
 

Listed below are 
statutory criteria

applicable to projects. 
 This section
is divided into two parts. 
 Part A.
includes criteria applicable to all
projects. 
Part B. applies to projects

funded from specific sources 
only:
B.. applies to all projects funded
with Development Assistance loans, and
B.3. applies to projects funded from
 
ESF.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST
 
UP TO DATE? HAS Yes (see Drought Recovery
STANDARD ITEM 


Credit Project, 608-0184)
CHECKLIST BEEN
 
REVIEWED FOR THIS 
 Yes
 
PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1985 Continuing Resolution
 
Sec. 525; 
FAA 	Sec. 634A; Sec.
653(b).
 

(a) 
Describe how authorizing 
 (a) Congressional Notification
and appropriations committees 
of Senate and House have been 

(No. 344 submitted 
4/11/85)

or will be notified
 
concerning the projct; 
(b) 	is
 
assistance within
 
(Operational Year Budget)

country or 
international
 
organization allocation

reported to Congress (or nor 
 (b)Yes
more than $1 million over
 
that amount)?
 

2. 	FAA Sec. 611(a)(1). Prior to
 
obligation in 
excess of
$100,000, will there be (a) 
 (a) Yesengineering, financial 
or
 
other plans necessary to
 
carry out the assistance and
(b) 	a reasonably firm estimte 
 (b)Yes
of the cost to 
the U.S. ok
 
the assistance?
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3. FA Sec. 611(a)(2). If
further legislative action is
required within recipient 
country, what is basis for
reasonable expectation thatsuch action will be completed
in time to permit orderly
accolnplishment of purpose of
the assistance? 

None Required 

4. FAA Sec. 611(b); FY 1985 
Continuing Resolution Sec. 
502. If for water orwater-related land resource 
construction, has project metthe standards and criteria as 
set forth in the Principles
and Standards for Planning
Water and Related Land 
Resources, dated October 25,1973, or the Water Resources
Planning Act (42 U.S.c. 1962,et seq.)? (See AID Handbook
3 for new guidelines.) 

Not Applicable 

5. FAA Sec. 611(e). If projectis capital assistance (e.g.,
construction), and all U.S.assistance for it will exceed 
$1 million, has Mission 
Director certified and 
Regional Assistant 
Admiinistrator taken into
consideration the country's
capability effectively to
maintain and utilize the 
project? 

Not Applicable 

6. FAA Sec. 209. Is projectsusceptible to execution suepatil tro e o n apartmatfreinal oto 
multilateral project? If so,why is project not soexecuted? Information andconclusion whether assistance 
will encourage regional
development programs. 

Yes: Project is, in effect,
of a multilateral effort 

assist CON in implementing
economic policy reform. 
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7. 
FAA 	Sec. 601(a). 
 Information
 

and 	conclusions whether
 
projects will encourage
efforts of the country to: 

(a) increase the flow of
international trade; 
(b)
foster private initiative and 

competition; and 
(c)
encourage development and use 

of cooperatives, and credit

unions, and savings and loan
associations; 
(d) discourage 

monopolistic practices; (e)
improve technical efficiency

of industry, agriculture and
commerce; and (f) strengthen 

free labor unions.
 

8. FAA Sec. 601(b). Information
and 	conclusions on 
how
project will encourage U.S.
private trade and investment 

abroad and encourage private

U.S. participation in foreign
assistance programs

(including use 
oi private

trade channels and the
services of U.S. private

enterprise).
 

9. 	FAA Sec. 612(b), 636(h); FY
1985 Continuina Resolution
Sec. 507. 
 Describe 

taken-to assure that, to the 
maximumCountry extent possible, theis contributing local 
currencies to meet the 	 costof contractual and 	 other
services, and foreign

currencies owned by the U.S.
 are utilized in lieu of
 
dollars.
 

10. 	FAA Sec. 612(d). Does the
U.S. own excess foreign 

currency of the country and,
if so, what arrangements 


have
been made for its 	 release? 

(a)Yes
 

(b)Yes
 

(c)Not App]icable
 

(d)Yes
 

(e)Yes
 

(f)Not Applicable
 

Yes, 	to 
the extent 
that economi

policy reform will encourage

direct foreign investment.
 

O wil make significant

in-kind contributions toward
 
i si ui nbi d n
fnstitution-uilding ci ii sactivities. 

U.S. 	does not own excess
foreign currency of Morocco.
 



Annex F Page 4 of 9 pages
 

11. 	 FAA Sec. 601(e). Will the
 
project utilize competitive 

selection procedures for the
 
awarding of contracts,
 
except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 FY 1985 Continuing
 
Resolution Sec. 522. 
 If
 
assistance is for the
 
production of any commodity 

for export, is the commodity
 
likely to be in surplus on
 
world markets at the time
 
the resulting productive
 
capacity becomes operative,
 
and is such assistance
 
likely to cause substantial
 
injury to U.S. producers of
 
the same, similar or
 
competing commodity?
 

13. 	 FAA 118(c) and (d). Does
 
the project comply with the
 
environomental procedures 

set forth in AID Regulation
 
16. Does the project or
 
prograam taken into
 
consideration the problem of
 
the destruction of tropical
 
forests?
 

14. 	 FAA 121(d). If a Sahel
project, hasoa determination 


been 	made that the host
 
government has an adequate
 
sysem for accounting for and
 
controlling receipt and
 
expenditure of project funds
 
(dollars or local currency
 
generated therefrom)?
 

Yes
 

Not Applicable
 

Yes
 

Not Applicable
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15. FY 1985 Continuing 
Resolution Sec. 536. isdisbursement of theassistance conditioned 
solely on the basis of thePolicies of any multilateral 
institution? 

No 

B. FUNDING CRITERIA FOR PROJECT 

i. Develoment AssistanceProect Criter

a. FAA Sec. 102(b), ill,
113, 28 1(a). Extent towhich activity will (a)effectively involve the 
poor in development, byextending access to economy at local level,
increasing 
labor-intensive 
production and the use
of appropriate 
technology, spreading
investment out fromcities to small townsand rural areas, and 
insuring wideparticipation of the 
poor in the benefits ofdevelopment on asustained basis, using
the appropriate U.S.institutions; (b) helpdevelop cooperatives, 
especially by technical 
assistance, to assist
rural and urban poor tohelp themselves toward 
better life, and
otherwise encourage
democratic private andlocal governmental 
institutions; (c)support the self-help 
efforts of developing
countries; (d) promote 

(a) Not Applicable 

(b)Not Applicable 

(c)Yes 
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the 	participation of 
women 
 (d) Not Applicable
in the national economies of

developing countries and 
the
 
improvement of women's
 
status, 
(e) utilize and
 
encourage recional
 

cooperatid by developing 
 (e) Not Applicable

countries?
 

b. 	 FAA Sec. 103, 103A, 104,
 
i05, 106. Does the 
 Yes 
project fit 
the criteria
 
for the type of funds
 
(functional account)
 
being used?
 

c. 
 FAA 	Sec. 107. Is
 
emphasis on 
use 
of 	 Not Applicable

appropriate technology
 
(relatively smaller,
 
cost-saving, labor-using
 

,technologies 
that are

generally most
 
appropriate for the
 
small farms, small
 
businesses, and small
 
incomes of the poor)?
 

d. 	 FAA Sec. ll0(a). Will
 
the recipient country

provide at 
least 25% of 
 Yes 
the 	costs of 
the
 
program, project, 
or
 
activity with respect 
to
 
whch the assistance is
 
to be furnished (or is
 
the latter cost-sharing
 
requirement being waived
 
for a "relatively least
 
developed country)?
 

e. 
 FAA 	Sec.110(b). Will
 
grant capital assistance
be disbursed for 	project Not Applicablefor 	more than 3 years?
If so, has justification
 
satisfactory to Congress

been made, and efforts
 
for other financing, 
or
 
is the recipient country
 



"relatively least
 
developed'? 
 (M.O.
1232.1 defined a capital

project as 
"the

construction, expansion,

equipping or 
alteration
 
of a physical facility
 
or facilities financed
 
by AID dollar assistance
 
of not less than
 
$100,000, including
 
related advisory,

managerial and training

services, and not
 
undertaken 
as part of a
 
project of 
a
 
predominantly technical
 
assistance character.'
 

f. 
 FAA Sec. 122(b). 
 Does

the activity give

reasonable 
promise of
contributing to the

development of economic
 
resources, 
or to the
 
increase of productive

capacities and
 
self-sustaining economic
 
growth?
 

g. FAA Sec. 281(b).

Describe extent to which
program recognizes theprrarenzes 
desires, and capacities 
of the people of the 

country; 
utilizes the

country's intellectual
 
resources 
to encourage

institutional
 
development; 
and
 
supports civil education
 
and training in skills

required for effective
 
participation in
governmental 
processes
 
essential 
to
 
self-government.
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Yes
 

Project is designed to support
institution-building 
efforts
by the GOM in order to improve

governmental processes. 
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2. 	 DeveloDment Assistance Project

Criteria (Loans Only)
 

a. 
 FAA Sec. 122(b).
 
Informationan -conclusion 
on
capacity of the country to 
 Not Applicable

repay the loan, at 
a
reasonable rate of interest.
 

b. 	 FAA Sec. 620(d). If
assistance is for any 
 Not Applicable
productive enterprise which
will compete with U.S.

enterprises, is there an
agreement by the recipient

country to prevent export to
the U.S. of more than 20% of
the enterprise's annual

production during the life
 
of the loan?
 

3. 	 Economic SuDport Fund Project
 
Criteria
 

a. 
 FAA Sec. 5 3 1(a). Will this
assistance promote economic 
 Not Applicable
and political stability? To
the extent Possible, does it
reflect the policy

directions of FAA Section
 
102?
 

b. 	 FAAS ec. 
53(c). Will
assistance under this 
 Not Applicable

chapter be used for

military, or paramilitary

activities?
 

FAA Sec. 534.
c. 	 Will ESF
funds be used to finance the 

construction of, 

Not Applicable

or the


operation 
or maintenance of,

or the supplying of fuel
 
for, a 
nuclear facility? 
 If
 
so, 
has the President
 
certified that such une of
funds is indispensable 

nonproliferation 

to
 
objectivp-q
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d. FAA Sec. 609. If 
commodities are to begranted so that sale 
proceeds will accrue to the 
recipient country, have 
Special Account 
(counterpart) arrangements 
been made? 

Not Applicable 


