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A. Program Accoumplishments

At the time of this writing, only nine months have passed since USAID
Morocco prepared its last Annual Action Flan. Nevertheless, signlficant steps
forward have been made in the implementation of ocur program in that time, as
will be seen from the tables provided herein. These tables are based upon the
program objectives set forth in the Mission'’s FY 1986 Action Plan, submitted
to AID/U in May 1985. Within six months after the completion of that Plan,
the Migsion undertook a full-fledged review of its program strategy and began
the davelopment of its CDSS for the FY 1987-1951 period. It is far that
reason that we have separated the retrospective self-appraisal of progress
under the FY 1986 Action Plan. from the prospective linkage of planned actions
to our recently developed CDSS. Although =~ as the CDS55 makes clear -—— there
have been no dramatic departures from previcus program objectives, there have
been a number of amendments, additions and reformulations. Thus a separation
of the "backward” and “forward”~looking exercises is appropriate. Next yvear,
ir will be possible to carry ocut a retrospective self-appraisal directly
linked to the program objectives articulated in the CDSS we have just
completed. ' '

Program performance over the past nine months has been solid. Progress
in the 1mp1ementation of our portfolio has been reported to AID;W in detail
through the Mission's Portfolis Review system {project status reports). Seven
project evaluations have been completed since the start of FY 1985, and two
more are currently underway. Tharee projects have reached their PACDs and have
been terminated in that period. The portfolio is being progressively
"streamlined” through a reduction in the total number af projects and a more
eoherent structuring of projects into the four basic strategic area§ gel out
in the CDSS, The following summarizes the major accomplishments in these four

 areas over the past nine-month period.

In Agriculture, very significant progress has been made in rainfed
agriculture farming systems research. Salient, extendable results from the
applied research carried out from the Aridoculture Center in Settat are
becoming apparent. This is due principally to strong performances by the
contractor (MIAC) and their GOM counterparts, many of whom are retutned
acadenic participanés. This project, Dryland Agriculture;&pplied Research
{608-0136) will be evaluated in late FY 1986, and mid-course changes will be
made as appropriate. Another highlight in the sector has been the progress

made through the "Agriculture Sector Prices and Incentives Study” carried out



with the Ministry of Agriculture's Division of Planning and Economic Affairs
(DPAE) under our Agriculture Planning project (608-0182). The first-phase
report has been submitted by the contractor, who has established an excellent
working relationship-ﬁith the Ministry. It provides the basis for continuing
policy dialogue on pricing and subsidies in the sector. Furthermore, under
this project the economic and policy analysis capacity of the DPAE isg
being significantly strengthened through & PASA with USDA., This project has
now hit its stride. Also, progress toward the full development of the
National Agronomic Institute (Hassan 1I) as the National Agricultural College
has continued to be good, due to the effective collaboration between the
Institute and the University of Minnesota, as well as other participating
Title XI1I institutions. This project (Agronomic Institute; 608-0160) has been
the subject of a recent AID/W (PPC/CDIE) evaluation. The Range Management
Inprovement project {608-0145) is coming to a close. The final evaluation
concluded that its purpcse, to strengthen the range management capability of
the GOM, has been essantially achieved. However, it also made clear that for
the benefits of this investment to be fully realized, the GOM must still
grapple with a number of public policy issues concerning the manage;ent and
preservation of Morocco's collective lands. Finally, the objectives of the
ESF-financed Drought Recovery Credit Project with the National Agricultural
Credit Bank are being met, with the complete disbursement of the loan to CNCA
drought-affected clientele, and the recent arrival of two long-term technical

advisors to CNCA.

In the Population and Health areas, significant progress has been made

through the recent expansion of the family planning end maternal/child care
household delivery program (VDMS) to six new provinces and nine new urban and
peri~urban prefecturas., The implementation of VIMS is now underway in
provinces which include fully 70X of Morocco's population. Additionally, the
demand for voluntary surgical contraception in Morocco has far outstripped the
expectations of the Ministry of Public Health (and USAID). This element of
the Family Planning I11I project (608-0171) will be further expanded to meet
growing demand. Significant steps are also being taken‘toward increasing
private sector involvement in the distribution of family planning services and
materials. And finally, an important dialogue on alternative means of health
care financing has begun. Ten key private and public heglth and finance
officials visited numerous private health care systems inm the U,S. last fall,
and a study of alternative health care financing possibilities in Morocco was
carried out by a U.S. consultant at the request of the Minister of Health.

-



Although the Mission does not have a human resource development program
per se, it does carry out a major participant training activity in additiom to
the training components of its sectoral projects. The Miagion's general
participant training project (Sector Support Training; 608~0178) underwvent a
mid=-term evaluation in 1985 which resulted in a number of recommendations to
improve the quantity and quality of Moroccans being sent to U.S. graduate
schools. A training "dynamization” strategy, undertaken by the Mission only a
few months ago, has been highly successful. The number of qualified
scholarship nominees has more than tripled as a result, This may lead to
1ncreasea funding requirements for participant training in Morocco in the
coming years.

In the area of Energy Develdpment, the Mission's program has picked ﬁp

considerable steam with the arrival of new staff and contractor personnel, and
USAID anticipates further significant progress during the coming year. After
long delays from contracting problems, the Energy Planning Assistance project
(608-0180) is now moving forward rapidly in the Ministry of Energy and Mines,
with the arrival in Morocco of two well—qualified energy professionals. The
Ministry, the IBRD and USAID have agreed to move forward with major studies of
energy efficiency and household energy systems, areas central to our CDSS
anergy development strategy.' We are also now in the process of implementing
the recommendations of a recent evaluation of the Renewable Energy Development
project (608-0159), which will reorient the work of GOM's Center for Renewable
Eanergy toward the davelopment and dissemination of commercially viable
;echnologies.

Progress in the area of Private Sector Development has been less

tangible, but equally significant. The Mission's Private Sector Division is
_formally established, and by the time this doéument is rev-iewed our Private
Sector Offjcer éill have arrived at post. The IESC program has progressed
very well, with fifteen assistance subprojects successfully completed to date,
and another ten undérway or scheduled. The LESC program {s expected to expand
significantly under the aegis of the pew Private Sector Export Promotion
Project (608-0189) which will be obligated later this year. The design of
this major new initiative was firmed up by the Mission in the latter part of
1985, with strong assistance from a consulting team and AID/W personmel.
However, the final negotiation of the details of project design with the GOM
have proven unexpectedly time~consuming. We believe that the complex design
can be fully negotiated and agreement reached with the GOM by the end of the
third quarter of FY 1986. We ghould also note the successful implementation



of two PRE loans to private Morocean banks since our last Action Plan. Beyond
the 'specific benefirs of the-loans, this PRE activity has generated a great
deal of interest in the USAID's private sector initlative, within the banking
comuunity in Morocco.
.- Finally, our newest endeavour (not fully reflected in last year's Actiom
- Plan) has been in the area of support to the GOM's macroeconomic policy
reform. This initiative was developed in tandem with World Bank efforts to
support the economic liberalization process, and shares with it the
oferarching objective of increasing reiiance on the private sector and market |
forces for the allocation of resources within the Moroccan economy. The
Migsion's newest project; Economic Policy Analysis Support (608-0191), is
beginning to be implemented. Under the first subproject of this “umbrella
project,” a new ADP system has been installed in the Pricing Poliecy Division
- of the Ministry of Economic Affairs, and its staff has been trained in the use
of several software packages. An RFP has been issued for senior-level
econoaic advisory assistance, and proposals are due in May 1986. While it is
premature to report rasults from this initiative, we will have substantially
more to say about pricing policy reform in next year's Action Plan. Our next
subproject effort under this economic policy initiative may be in the area of
“privatization” on which we have held discusslouns with both GOM and World Bamk
officials. Morocco's profound interest in thé area was most recently
evidencaed by its nine-member delegation to the AID Privarization Coaference in
"Washington in February, 1986.
To this summary description of the performance of our project portfolioe,
wve must add a few words regarding progress under the Mission's other
programs. The P.L., 480 programs are described in more detail in a subsequent
section. Bur it should be noted here that significant progress has been made
during FY¥s 1985 and 1986 in relating Title I self-help measures to the ongoing
agricultural sector policy dialogue which Iinciundes USAID, the World Bank and
the GOM. And in Title II, the impasse over the ultimate termination of the
program has been broken, with formal GOM acceptance of a full phase—over o be
completed within the CDSS planning petiod. Finallv, we have also seen
significant forward progress in our Bousing Guaranty programs, in particular
through the amendment of the HG-001 authorization and the design cf a

comprehensive urban development project for a major secondary city (Tetouan).



Thus, though only nine months have passed since the preparation of our
last Action Plan, they have been "action=-packed” and propitious., We believe
that our traditional projects and Programs are solidly on=track, and that our
newest initiatives are moving forward wei’if' The tables below provide more
details. - -
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B. Management Accomplishments

The past 12 months have yielded a number of significant achievements in
the management area. Scme of these are detailed below:

The USAID has made strides in its security enhancement program. Our

Warden Notification System has been fine—tuned, and all official Americans
have been issued two-way radios as part of the Embassy security network. The
departufe of USIS and its cultural center and library from the bottom two
floors of the office building we have jointly cccupied has significantly
lowered the American profile in central.Rabat, as well as alleviated a serious
USAID office space problem. A conference room, an upgraded library, temporary
duty workrooms and an expanded word processing system have all been realized
in the office are expansion. Our excellent relationship with the Embassy's
Joint Administrative Office (JAO) resulted in a smooth office transfer and
renovation.

The Mission's portfolio review process has been further refined in the

last year to incorporate management tools such as graphic representations of
pipelines and expenditure rates, time=linked action schedules, mini-reviews
every other quarter, and portfolio-wide 1issues as a theme of each review,
e.g., GOM budgetary supﬁort, microcomputers, or women in development.

Automation has taken the next step in an evolutionary process with the
addition of telecommunications capability and additiomal professional
micro-computers integrated into our Wang VS-90 System. MACS, the Mission
Accounting Control Svstem, has become an essential management tocl for the
Mission. DATEL and TATEL, cable genéfated voucher and payroll systems,
respectively, have expedited the payment process for vendors and employees
alike. An automated Participant Tracking Information System, is also now
on=-line.

USAID/Rabat has been in the forefront in the use of non—federal outside
ayditors to provide more frequent and detailed compliance data on our various
programs, We now receive timely reviews by raquesting and using AID's
regional Inspector General {whenever possible), AID-managed audit IQC and/or
local representatives of "Big 8" public acecounting firms. Each of these
aﬁproaches has proven'useful and has helped the Mission establish an audit
record that customarily has had no outstanding recommendations go beyond the

vinimal time permitted for corrective actions.



Several key, long—vacant positiéns have been filled during the pﬁst

R
IR

year. Staffing selectivity has been worth the wait as USAID Rabat's
professional staff exhibits consis:ently high professional credentials. The
full team is now in place. Staff training has been another management

concern. Beginning with an {nventory of training already afforded our
professionals, a cost-effective plan has been developed to meet staff needs. .
The Mission is scheduled to host both the Mansgement Skills Course and Project

Inplementation course in Rabat during 1986, and we will take advantage of’thdé”*fhl
opportunity to train both FSN and USDH ataff. PForelgn National Staff asre algc‘-‘”
encouraged to take after-hours courses with reimbursement for any USAID

Job-related curriculum. In~house seminars and courses are given regularly o&;;:fw-'

topics ranging from the MACS system to privatization and cereals breeding. =~ -

Ag the USAID sgtaff has grown, so has the need for further intermal, ‘ _
detailed Mission Policy. With more than 60 people permanently occupying:the f.
USAID building, concise, written policy is required and has appropriately - -

evolved in the form of a series of topical Mission Orders. USAID Morocco's
series of Mission Orders has been expanded to include a wide variety of taptct
from Mission delagations of authority to contractor support and the use of
Migssion ADP equipment,

In order to facilitate coordination and communication wirth the extensive.,_f

AID contractor community in Morocco, the Mission sponsored, for the second | ‘1%%  “ﬁ%?
consecutive year, an all-day Contractors’ Conference to discuss pragrammatic - :
and adwinistrative issues of interest to the contractor community. This
effort was well received and relationships with contractors are considered
good. :
Finally, USAID has welcomed and made full use of expended delegations of
authority from Washington. An internal seminar and a Mission Order have B
served to inform all staff of the opportunities and requirements entailed in |

the delegations. At the same time, we have stressed the increased collective

accountability for the use of delegated authority.
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c. Mador Problems and Constraints

., The principal constraints to Moroceco's development have been described

in detail in the Mission's CDSS, and need only be briefly discusseéd here.

Morocco's macroeconomic crisis, fts huge debt, trade and budget deficits, and \ fu
savings/investment gap are now reflected in severe gusterity and adjustment "-ilL
programs. On occasion, a “crisis management” mentality characterizes the GOM,, .
particulary with respect to high=level managers in the Ministry of Pinance,

who are often unavailable.

The effects of GOM budgetary constraints in meeting opera:ingvcaafé aie':
showing up in the implementation of a number of AID projects. Although public
payrolls are still being met, the fat has been squeezed out of the GOM budget‘ 7
over the last 3 jears and the lean is now being cut. Many GOM progranms expectn

,.
Al

only a portion of their approved budget to be actually releasad in 1986. '_
Funds for travel, supplies, maintenance and other “minor” but important itéms _3
do not materialize, with consequent pressure on USAID to fill the gap. R T
" Counterpart contributions to projects are increasingly delayed, and there is ;~;' E
growing reluctance by the GOM to send highly qualified personnel fct-U;S.;y_"tgi'
participant training. This {s in part a function of the fiscal inability-bf#f?;' :
the GOM to hire adequate replacement perscnnel during the training period. SR

On the investment budget there i3 2z similar rroblen. In designing new t
projects USAID has to be unusually careful about the public budget burdem and,
especially for loan-financed activities, ensure that only projects with
highest possible economic returns are tsken on. With the wirtual elimination
of new project starts, external donors have moved to new forms aof sector
lending.

The move to sector lending, while desirable and appropriate, has also
raised new problems. The agbsorptive cavacity of GOM for implementation of

policy reform is finite. Externmal donors are iﬁ‘danger of ovarreachiné for
policy reform. The amount of additional conditionality that donors can or
should obtain from the GOM in the near term must be weighed against the need -
to implement existing undertakings. Further, short-term demands by donors om

Moroceo's scarce anmalytical and management skills are becoming unreasouahlyA

heavy, possibly even ccunter=productive to the longer—term need for the -
creation of in-house capacity for economic anzlysis and management. USAID ig -
addressing the shortage of policy analysis capacity through project activities

in agriculture, energy and population, and through the new Economic Aqalysis

Support Project, I



An additional constraint on the Mission's program in Morocco has been
the high degree of uncertainty surrounding funding levels, especially ESF, We
only learned of our final FY 1986 ESF level in late January 1986, four months
© into the fiscal year., O0Of the originally-approved assistance planning level
for FY 1986 ESF, we have finally received 502, This has‘also made negotiation
qf the ESF~funded Export Promotiom Project_difficult, and at times almost
'embarassing; ' - | '

Further, anrougoing "problem” for the Mission has besun almost continuous
pressure from varicus‘hutside groups — including a substantial numbar of |
sister U.S.G. agencies —= to provide AID financing for a wide variety of! "good
1deas.” Coping with this pressure in a conscientious and tactful way takes up
considerable amount of staff and management time. The nature and extent of
this problem has been described further‘in tﬁe CD58; especially Annex A on
“Tough Choices: The Roads Not Takenm.” -

On the whole, however, the atmosphere for carrying out our development
program in Morocce 1s highly positive, The GOM officials with whom we deal

are competent, professional and highly motivated, if overvorked.



D. USAID Program Directions

Summaries of Strategy Objectives and Interventions from the CDSS
(FYs 1987 - 1991)
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II. USAID PERFORMANCE AND PLANS

A. Self-Appraisal of Progress under the
FY. 1986 Action Plan (Tables) -

B, Program Plans.through FY 1987

e C. New ?roject Description: Agriéﬁltdfallw
: Inputs o o

USAID MOROCCO
FY 1987 ACTION PLAN




A, Self~-Appraisal of Progress under the FY 1986
Action Plan (Tables)

1, Agriculrure

2. Population and Health

3. Energy Development

4. Private Sector Development

5. Other Programs (Housing, Training)
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B. USAID Program Plans through FY 1987 (Tables)

1,

Increased Ecomomic Growth through Policy
Reform and Private Sector Development

Increased Food Supply

Reduced Population Growth and Improved
Primary Health Care

Improved Management of Energy and Natural
Resources
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C. New Project Description

Agricultural Inputs Project
(FY 1987 ESF)
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New Project Description: Agricultural Inputs Project

Project Number: “508-0192

Project Titla: Agricultural Inputs
Proposed FY 87 Funding: US-10 million

Proposed FY 88 Funding: U8-10 millieon

Life of Project Funding: US-20 million
Appropriation Account: Economic Support Funds

Development Problem

Greater use of agricultural inputs {e.g. improved seed, fertilizers, ¥ '~
appropriate machinery) is critical if the production potential from improved
agricultural technology is to be reslized. Thus, Moroccan farmers must have
access to such inputs in ocrder to increase production of foodgrains and other
erops to meet future domestic demand, as delineated in USAID's current CDSS.

Ensuring that farmers have the inputs needed requires an effective input R
supply and distribution system; one which makes inputs aveilabdle to the tttnww‘
at the appropriate time, place, and price. 9L ¥

Morocco has not yet developed an input distribution system coapatiblc"
with its modernizing agriculture and adequate to meet the expected growth nt
input use in coming years. As a result, input use is concentrated on
irrigated cash crops (where returns are highest but which account for only & -
fraction of total cultivated area). Input use on rsinfed food crops is, in . ::‘
general, inadequate. For example, only 35 percent of the ares under cereals '~ "
is fertilized, and that is often fertilized at levels which are not sufficient '
to replace the nutrients removed by crops during a season.- The distribution- L
of inputs (seed and fertilizer, in particular} has been constrasined by e
regulation of the private sector and state intervention in input productiom. -
and delivery. In addition, Morocco's "erxtension" program has been saddled. .
with the responsibility for delivering subsidized iaputs and services, rather
than carrying out true extension activities aimed at educating farmers to make
informed choices regarding altecnative tachnolcgies. At the geme time, the
potential benefits of using the private sector input distributors to promote
the diffusion and adoption of new technology are not being realized. .

A parastatal, FERTIMA, accounts for over 50 percent of total wholesalse
sales of fertilizers. Retail sales are carried out primarily by the private
sector. Wholesale and retail prices are controlled, however, through a system
of reference prices and apnually determined distribution margins and-
ellowances. Until recently, this price control system has served as »
disincentive to private sector participation in fertilizer distribution and
discouraged investment in fertilizer storage and distribution facilitiss by
both the private and the public sectors. Efforts are underway in the GOM's
Agricultural Adjustment Program to address some of the problems facing
fertilizer distribution. These include the gradual elimination of fertilizer
subgidies, the modification of prices and margins to reflect real costs, and
other measures to encourage private sector participation in fertilizer storage
and distribution. The effects of this change in policy include new proposals
by the industry to invest in additional storage and blending facilities.

With respect to improved cereal seeds, a government parastatal, SONACOS,
has a legal monopoly on seed digtribution. SONACOS does not produce certified
seed directly, but contracts for seed multiplication, including with private
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farmers and cooperatives. Most certified seed is distributed through “"work
centers" attached to the Ministry of Agriculture (MARA). This distribution
system has restricted the use of certified seeds, since MARA agents have
neither the training nor the incentive to effectively promote seed sales and
ugse. Under the GOM's Agriculture Sector Adjustment program, a numbec of
measures are being undertaken to improve seed production {e.g. increasing the
price paid to multipliers and reducing seed subsidies). Little has been done
to date, however, to come to grips with problems facing the improved seed
distribution system.

As a result of other activities within the USAID portfolio, especially
the Dryland Agriculture Applied Research Project, new technology is being
developed that will increase farmer demand for inputs such as seed and
fertilizer. Promising research is underway to develop farm machinery (e.g.
tractors and complementary tillage, cultivation, and seeding equipment) that
is more appropriate for Morocco's unigue combination of soils and .climate.
Consequently, new possibilities exist to assist efforts by the private sector
to domestically produce, manufacture and distridute a wide variety of new
production-increasing inputs.

Relationship to AID Policy

It is AID policy to “encourage efficient, unsubsidized private sector
distribution of egricultural iaputs™ (State 252939, Policy Regarding Credit
Programs, September 1982). In achieving this end, AID will support policy
reforms needed to create a climate conducive to private sector participation
in the development process (AID Policy Paper on Food and Agricultural
Develaopment), and will encourage the decontrol of agricultural input prices
{AID Policy Paper on Pricing Subsidies and Related Policies in Food and
Agriculture). AID also encourages the dissemination of technology by the
private sector, complemented by appropriate public sector farmer advisory
services. The proposed project is consistent with these policias, and
constitutes an important planned intervention in the Mission's FY 1987 CDSS.

Increased availability of agricultural inputs and production- increasing

technologies is a key objective of the agriculiture sector strategy to increase
rainfed crop production in Morocco.

Project Compcnents

The goal of the proposed project, which will have an LOP of five years,
will be to increase cereal production at a rate at least equal to the growth
of domestic demand. The purpose of this project will be to incresse the
profitable use of production-increasing inputs by rainfed cereals farmers in
Morocco. This project will be financed using Economic Support Funds (ESF),
with the twin objectives of making an immediate contribution to ameliorating
Morocco's balance of payments difficulties and, through application of local

. eurrancy generations, to improve the use and distribution of agricultural

inputs. USAID will consider alternative implementation mechanisms, including
(1} a two-step loan (GOM to intermediate financisl institution to finance
program activities in the inputs area), and (2} providing a dollar loan to the
GOM for purchase of U.S. sulphur for use in the manufacture of fertilizers in
Morocco, Wwith programming of local currency generated to improvements in input
use and distribution. The project will emphasize the distribution of inputs
by the private sector, as an important factor in expanding rainfed crop
production in Morocco. Components of the project may include the following:
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- Financing of Input Stog;;e/nlstribution Systems. The project may
provide financial assistance to the private sector, either directly oc

through an intermediste credit institution such as the Natiopal
Agricultural Credit Bank (CNCA), for the improvement of imput storage
and distribution facilities. Currently, the capacity of Morocco's
fertilizer storage network is inadequate to satisfy present seasonal

- demsnds. Without new investment and modernization, the iadustry will
not be able to store and distribute the increasing quantitites of s
fertilizer required to satisfy future medium-term demand. Similerly, -
while storage capacity for certified seed is adequate to cover annual -
sales, it does not allow for the accumulation of stocks to cope with the . .
wide fluctuations that occur in seed production and demand due to- '
changes in annual rainfall. Financial assistance may also be provided
through the CNCA for input purchases or for on-farm storage facilities.

- -Small Farm Credit. The project may provide production credit to permit
small farmers in dryland areas to purchase needed inputs, building upom -
AID's current and successful Drought Recovery Credit Project with the .+ .
Agricultural Credit Bapnk (CNCA). This will allow specifice targetting of’
AID assistance in inputs to rarmets in crainfed areas.

- Technical Assistance. The project may provide graat assistanee to thd;'
seed end fertilizer industry in market analysis and development. This:
could include assistance in sssessing actual and potential demand/use aof
certified cereal seeds, improving the understandiag oan the part of
fertilizer distributors of the fertilizer nutrient needs of Moroecan
soils (soil testing), optimizing fertilizer formulations available to -
the farmer and determining improved input storage and dxstrxhution ;
strategies. e

L

- Policy Reform. The project will support policy reform aimed nt . EA R
pcomoting the participation of the private sector in the dxstribution of '
agrieultural inputs. This could involve establishing conditionality om
USAID's agsistance. Policy reforms could include, for example, the
further liberalization of fertilizer distribution and the moderstion or
2limination of SONACOS' monopoly on retail sale of certified seed.

Resource Requirements for Design and Implementatien

: The Mission will utilize FY 86 PD&S fuads to complete the design of chisf-
project. The Mission's staff is fully capable of supervising and momitoring
the design of the proposed project. However, substantial short-term technical
assistance in specialized disciplines will be needed for the design. It is
possible that technical assistance needs for project design and implementation
could be met by minority-owned businesses. Approximately $85,000 in FY 86

PD&S funds are available and should be adequate for the completion of the PID
and design work on the PP. The PID will include the design of & baseline data
eollection and monitoring system, to be established at the start of project
implementation, that will enahle the Mission to measure subsequent project
impact. As there are no significant policy issues entailed in the proposed
project, the Mission proposes that the PID be reviewed and approved in the
field.

v
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III. SPECIAL CONSIDERATIONS

A. Flpancizl Issues
B. .Evgluation Plan
c. P;L. 480 Programs
D. Work Force Issues
E. Gray Amendment

F. Summary Budget Table

USAID MGRQOCCO
FY 1987 ACTION PLAN
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A, FINANCIAL ISSUE

Until recently, financial issues —=- like management issues == have been .
relatively minor. The project portfolio 18 in goocd shape in terms of the
balance between adequate forward funding of existing projécts and reasonable
pipeline levels. BNone of our Development Assistance projects are slow-moving,
80 excessive pipqlines“have not becoume a problem. The funding levels proposed
in the CDSS and in the financial tables of this document are adequate to meet
mortgage requirements. We do not, however, have room for ény major new
additions of substantial DA-financed projects._ We expect only one new project
in FY 1987, which will be wholly or largely funded from ESF. We anticipate
the allocation of asbout half of our approved ESF level of $20 million to this
project in FY 1987. However, this expectation raises the single most
significant financial igsue facing the Mission: future ESF levels.

As described above, in the overview of problems and constraints
experienced by the Mission, we had anticipated receiving the approved FY 1986
ESF level of $22.5 million until January (i.e. the 2nd Quarter of FY 1986).
However, in January we were informed that we would only recelve 50Z of that
level. Both the uncertainty about levels and the final cut have had a
detrimentzl impact on the design and negotiation of the FY 1986 ESF-funded
Private Sector Export Promotion project. Approximately 50Z of the planned
project financing has now been,‘a: best, postponed to FY 1987, reducing our

capacity for ESF-financed activities in that year. 1If ocur FY 1987 approved
‘ level of $20 million undergoes similar belated surge;j, our financial capacity
for the planned, single new project (Agriculture Inputs) will disappear
entirely. . ‘ -



B. EVALUATION PLAN

1. Evaluation Schedule = List of Planned Evaluations (Attached)

2. List of Evaluations Completed in FY 1985 - 86

FY 1985

608-6181 Peac; Corps SPA

608-0151 Health Management Improveménc
608-0154 Social and Economic Rasearch
608-0178 ; Sector Support fraining
608-0190 Winter Snowpack Augmentation

FY 1986 to Presant

608-0159 Renewable Energy Development
608~0155 Range Management Improvement
608~0160 Agronomic Institute

3. Evaluations Undertaken Prior to Protect Design Activities

The Mission does not anticipate conducting any evaluations during the
remainder of FY 1986 or FY 1987 which will lead to new project design
activities; Only one new project design effort is anticipated in this peried,
and it 15 not a "follow-on” effort to an existing project. However, there are
two mid-term project evaluations in FY 1986 which are intended to address
design issues and possibly lead to redesipgn activities, Renewable Energy
Development (608-015%9) was evaluated in the lst Quarter of FY 1986 and has led
to a-significant redesign process which 1s currently underway. Similarly the
project evaluation of Dryland Agriculture Applied Research (608-0136), to be
carried out in April, 1986, will address a number of issues which could result
in a limited redesign of that project.

" 4. Impact of Evaluations Upon Development of CDSS Strategy

AID/W guldance requests the identification of instances in which recent,
major evaluation findings raise questions concerning the objectives or
assumptions contained {n a Mission's CDSS. As USAID/Morecce has just
completed the development of its CDSS for FYs 1987-1991, no subsequent
evaluations have been held which might raise such issues. Nevertheless, it is
important to note that earlier evaluation findings were important in the
development of the Mission's current CDSS. For example, an evaluation of the




original Dryland Agriculture Applied Research Project (60B-0136), carried ount
in 1983, confirmed project assumptions about the potential for high returns on
investment in new and adapted technologies in rainfed cereals production. It
led to a2 Migsion decisian to expand the project into a second five~year phase
with increased funding.and scope, and this effort has become the centerpiece
of the agricultural atrategy described in the €DSS. A second example is the
impact of the evaluation, alsc held in 1983, of two centrally-funded (S&T/EY)
energy projects being carried out iz Moroeco. The potential for signigicant
Mission funded efforts was recognized in this evaluaticn, aqd it led
ultimately to the preparation of two new bilateral projects and the adoption

of energy development as a new "key sector” in the Mission'’s strategy.
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C.  P.L. 480 NARRATIVE

As a consequence'of stagnant domestic cereals production, Moracco's
cereals imports have grown to about one third of domestic consumption. Due to
rapid growth of domestic demand, Hotocco will do well (even in the long term)

if it can contain cereals imports to the present levels of about 2 million ‘ pﬁﬁi“

zetric tons.  Despite softening of world wheat prices, cereals are the aeccnd ‘; ‘ 2
largest single item in Morocco's import bill. In the context of Morocco's - _.;b 'YV_ '
foreign exchange and debt servicing crisas, the continued’avdilahility-of ?51;;j5' ‘
480, with its favorable loan terms, is critically important to the GOM, FLfFE{E

480 resources are one of the principal vehicles for AID supﬁort.to the GOH‘in _

carrying out its arducus structural adjustment process.

PL 480 Title I

USAID's agricultural sector assistance strategy is based on-develuping
new technologies, putting production inpute and services into the-hands of -
farmers and creating the market environment for farmers to expand prodnctiou.
PL 480 Title I is an integral componant of this strategy. Local currency_1"
supported programs are aimed principally at increased food production. Eveﬁn;
more important than local currency programming iz the policy dialague‘&nd c
self~help measures that the PL 480 Title 1 program ﬁrings about. The ' ,?i
significant level of Title 1 resources has not gone unnoticed by GQH;.'USAIQi

has become a major player in the continuous, detailed discussionsrconcerniﬂgf

agricultural reforms in prices and subsidies and in liberalization and
deregulation of the sactor, largely as a consequence of the negotiation of 1
Title I agreements. The GOM clearly understands that USAID has aligned 1&3.
policy dialogue with the thrust of the GOM's sector adjustment strategy and

- the IBRD's Sector Adjustment lending inm agriculture. USAID has used the PL

480 Title I program and the opportunity it presents to negotiate meaningful
policy and program self~help measures which reinforce this sector adjuatment
process, notably in the liberalization of cereals marketing and the
progres;ive deregulation of input supply. These areas will continﬁe te be the
core of USAID's sectoral policy dialogue with the GOM.

The estabiished collaborative Title I modus operandi with the GOM

derives from the past four years of the growth of Title 1 within the context
of severe GOM resource constraints, exacerbated by an enduring drought. The
difficulties experienced in agricultural production have added to the
seriousness with which the GOM has approached Title I negotiations. This
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atmosphere has allowed self-help measures to be supportive of USAID's

technical assistance efforts_in agriculture. The negotiation of self-hcpo;f
measures has become a progressive exercise intended to assure complementarity
between the Title I Agreement, the major objectives described in the USAID

Agriculture Strategy aud the IBRD gector loan. USAID proposed and Washingtcn?

ageancies approved a revised PL 480 calendar in early FY 86 which will, aver ao-
18 month pericd, advance the PL 480 procesas by about § nontha to alluu. _ Sk
enhanced early programming opportunities and ensure that Title I Agreements
are negotiated before the GOM budget process is completed. Both of :heae;

effectively.

USAID also pruposed in early FY 1986 that Morocco be accurded the
softest loan terms avazilable under Title I. Our proposa1>was-cnnsis:ent:with
Morocco's fall into the category of an IDA eligible country and our
undertakings to improve the “quality” of assistance, if not the abaoln:& .
levels. Unfortunately, the Migssion has not detected either substantial . o
interest or support for this position ameng the principal Washington.piayers.
We are still hopeful that softer terms for Title I credits ro Horocco-ﬁill Bd
approved this year. < A

Each year the local currency requirements of this Mission's projectk“:

scrutinized with a view to the programming of proceeds fram'the-annual,Fﬂjléﬂiu
Title I Agreement. Such programming provides some assurance that dirham o
expenditures requiréd by USAID projects will be provided within the GOM'g
Development Budget. This permits continued GOM support to projects and

relative immunity of the projects from the subsequent budgetary reducticn
exercises ﬁhich have characterized the GOM'Q.budget during the past three

vears. The same form of "disbursement insurance™ is provided to other

important line items within the Agricultural Development_Budget, through'the?'V i :
programming process. This includes the production and distribution of seed %-;  -
stocks to farmers, selected agricultural training activities and suppert to | '
GOM's reforestation efforts. '

An additional Important complementarity was recently established between
the 1985 PL 480, Title I Sales Agreement and the initiation of a progressive

phase~down of the current level of PL 480, Title 1Y commodity assistance. v
A portion of the proceeds generated from Title I sales were used to purchése
foodstuffs on the domestic market to offset the first of a series of gradual
annual reductions in the Title II program. The GOM's agreement in principle .
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to such usage of local currency proceeds has facilitated acceptance and
enactmént of the.initial 1mﬁiementation steps in the phase—over of the Title
I1 program. however, it is unclear whether the GOM will agree to Earmark
additional Title 1 proceeds for the same purpose in the future.
PL 480 Title II

Despite formidable difficulties, in the past year USAID has been able to

nove forward on the phase—over of Title II food assistance. The total amount
of Title II assistance was reduced in FY 1986 to $6.1 million, fr;m the FY
1985 level of $ 8.5 million. Furthermore Catholic Relief Services has
cooperated in assisting the Mission to obtain from the GOM a2 realistic plan
for a full phase~over within a defined time-period. USAID has provided
technical assistance to work with the GOM on developing cptions and mechanisms
for the phase—pver. After substantial inter-ministerial discussions, and
continuing USAID pressure, the GOM has provided a 6 year phase-out plan.

AID/W agreement has been secured ro negotiate on the basis of the GOM
propesal, which reduces assistance by about 10X in each of the first 4 years
following the sharp reductiecn in FY 1986. Reductions then accelerates in the
last two years, This scheduling is designed to provide time to the GOM to put
in place the mechanisms for local purchase and distribution of indigenous
commodities for the top priority MCH prbgram. The phase-down Iincludes the use
of $1 million in Title I receipts in FY 1986; the monetization of
approximately 2500 MT of non-fat dry milk for logistic support costs in FY
1986; the provision by USAID of technical assistance in planning details of
the phase-over; and GOM development of a long-trange, suppértable supplementary
feeding program. The Mission will need AID/W support for a sensible, feasible
rhase—over plan which also assures that the GOM will continue the best parts
of the program with its own resources.

In the meantime, child survival aspects of the mother child health
feeding program will be screngthened through assistance supported under
QSAID's Population and Family Planning Prolect to upgrade training and skills
of the Ministry of Sccial Welfare in the use of oral rehydratioun therapy,
vaccination promotion, family planning and pre-matal care. This activicy will
be carried ocut in coordination with tﬁe Ministry of Health.



D. WORK FORCE ISSUES

The principal structural questionm that must be addressed in analyzing
workforce issues 18 the relationship between the level and compogition of
program and staff. With respect to our program, after thfee years of rapid
build-up in the scale and complexity of AID's development efforts in Morocco,
it now appears that for the budget years contemplated in this Action Plan
prospects for further growth are limited. Moreover, as stressed in the CDSS,
the overall composition and sectoral balance of the program components will
not materially change through this period. A majer premise of this summary
analysis, then, i{s that AID/W will encourage the Mission to maintain the
principles of program focus and non=-proliferation described in the CDSS.

" On the USDH staffing side, with the arrival in recent months of a direct
hire project design officer, a housing officer, and new chiefs for our energy
and private sector divisions, we are {with the exception of normal turnover)
at full complement. Equally important, for the first time fn four years, we
now have full-time professionals —-- both American and Moroccan == to cover all
- plgnificant areas of our portfolio. One IDI has recently joined us, and
another will assume a regular USDH position this fall. We will be seeking a
new IDI for the 87/88 period on the premise that the IDI program will be
re-established. We are now proceeding to hire local Moroccan PSC clerical
help to meet Fhe requirements of our full professional staff. We are not
requesting any additional full-time American hire posgsicions, and we will
continue to try to meet special needs with the same level of qualified
American PSC's,

We do,_hoﬁever, anticipate an acute need in several areas for
professional support by Moroccan nationals. One priority is for a senior
accountant position to replace the position taken from our staffing pattern a
year ago when that positicn was temporarily vacated. The second priority is
for a Moroccan economist in the Program Office, to strengthen our capacity to
provide economic pelicy analysis supﬁort to the GOM. Llastly, we will seek a
Moroccan with broad private business sector experiencs to assist our Private
Sector Development office with initiatives in export promotion and the
privatization of govermment functioms. In view of the difficulty we
anticipate in £illing these positions, as well as the greater relative
attractiveness in recruiting of direct hire employment (as opposed to PSC), we
strongly drge the allocaticn of three additional local DH positions for these

purposeas.
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We believe the above constitutes a modest proposition in light of the-‘tﬂ R
cverall reach of our program. One “wild card” needs to be mentioned, houever; ‘
and that is the way in which the current legislative intent to require AID to
reduce FAAS costs in FY 87 plays out. In the event this Mission is required
to assume direct tespona:lb:llity for certain services now provided by the JAO,
ve anticipate that at least two additional positions will be required to

manage such activities. This is, however, a solution which we seek ta:avoid &

The position levels through FY 86~88 for operating axpense type funding'i
are ag follows: :

Figcal Year . 86 87 - 88 7 o
- AY oY By -
USDH(USAID/RABAT 22s 22a 22a o

FSN - 18 21 21

USDH Regional 2 2

ID1 1 1

USDH - RHUDO 1 1 -

DIR REG CONT PROG PHSST ENR PS AG  RHUDG .

USDH 3 2 3 4 3 3 .1 & 1

FSN &b 3 5¢ 3c 5 - 1lc r .-

inl - - - - - - 1 14 -

PIT - - - - - - - 1 - :

PSC-A - - - 1 - - 1 - 2

PSC-F 4 - 5 5 3e 3 1. 2 1

a) Includes 1 PIT position . , :=»Q3é}—¢i{ :

b) Includes 2 FSN Direct Hire under State Department direct hire cetling
c¢) Includes 1 proposed FSN position
d) IDI will £i11 USDH positien in 87

e) Includes 1 prdject funded employee



E. GRAY AMENDMENT

Two AID-financedfactivities are now being implemented in Moroeco by
mihdrity-owned firms.. In September 1985 a contract was entered igto with the
International Science and Technology Institute (ISTI) to implement a long-term
project aimed at assisting the GOM develop its ability to plan energy
investments, improve tﬁe efficiency of energy use and formulate national
energy policy. The contract amcunt is $2,416,400. Also in September, 1985 a
contract was concluded with RONCO Consulting Corporation for technical and
management support to the Ministry of Public Health in planiing and
implementing family planning training programs. The contraczt amount 1s
$570,716. 1In addition to these two contracts, the following activities were
undertaken by minority firms in 1985: '

7 1. A 320,000 contract to RONCO for services in the design of the
Economic Policy Analysis Prewect.; (608-0191); and

2. A 332,000 contract to Creative Associates for project services to
assist the GOM's Institute for Social Action in developing an improved
training and placement system (Social Services Training; 608-0157).

B USAID/Moroccon's level of projected new project design activity for the
next 12 months 1s low. Only one new project will be developed in FY 1986
{Agricultural Inputs). However, there is potential for short—term assistance
by minority firms in the project development process during this FY, In
addition, two recentiy-designed projects are coming into full implementation
during FY 1986. The Economic Analysis Support Project mentioned above i3 now
underway, and an RFP has been issued under open competition from all qualified
sources. The second of these two new projects the Private Sector Export
Promotion project, ccntains a relatively small technical agssistance
component. The project desigm calls for a substantial portion of this .
technical assistance to be provided through a cocperative agreement with the
International Executive Service'Corps {IESC). However, there may be
additional opportunities for contracting or sub-contracting with
minority-owned firms, and we will identify them as they arisa. Further, the
Mission anticipates carrying out .4 — 6 atudies and evaluations during the next
12 months. One of these is already slated to be done by a minority-—owned
firm, and we may be able to engage such firms to carry;g;veral cthers,
Because our plans for these activities are incomplete it is impossible to be
more specific at this time. No new host country contracting of any |
'consequence is anticipated in the next 12 months. We will, however, remain

alert for opportunities for minority firm bids on host country contracts.





