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ORGANIZATION USAID/Morocco

TABLE VIII (a)
Narrative

Qverview of FY 1991 Estimate

The FY 1991 Operating Expense Budget estimate of $2,698,000 does
not exceed the approved operating expense budget level for FY
1990. The estimate level will be adequate to operate USAID Morocco
consistent with sound management practice. _

Overview of FY 1992 Request

A modest increase of $140,100 is projected in the FY 1992 request
over the FY 1990 and FY 1991 estimated Operating Expense Budget
presentations. Given documented inflation in the Moroccan
marketplace of approximately ten per cent per annum, the FY 1992
request submitted includes only essential funds required to operate
the Mission consistent with Federal Budget constraints. FY
1992 request excludes certain discretionary costs for Mission
operations in compliance with directions for operating expense
budget submissions. However, the meager budget level projected for
FY 1992 is at the expense of deferring costs which will be
reflected in the '"out-years",

Overview of the FY 1992 Request at Minimum Carry Cost (MCC)

The FY 1992 Operating Expense Budget estimate, at MCC level,
excludes two USDH, one FSN IH and two FSN Personal Service
Contractors (PSC) based on the assumption that no new
program/projects will be planned or introduced by the Mission in FY
1992 and thereafter, Based on this assumption appropriate
workforce units and associated costs thereof have been reduced
accordingly and reflected in the FY 1992 MCC request level. Under
this presentation Mission operating requirements are reduced by
$242,400 from the FY 1992 request level. A comparison of the FY
1992 MCC level ($2,595,700) with the FY 1990 estimate ($2,698,000)
results in a reduction of $102,300.
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WORKFORCE

Workforce levels presented in the FY 1992 Annual Budget Submission
remain constant for FY 1990 through FY 1992. Operating expense
funding constraints dictate a lean workforce which has been
incorporated in the operating expense budget submissions through FY
1992. Enhancement of personnel resources, and the associated costs
thereof, to attain the goal of excellance in delivery of economic
assistance to Morocco is deemed warranted. -However, staff
‘increases, at the operating expense levels contemplated for FY 1991
and FY 1992, have not been included in this submission,

There will be inevitably, an unquantifiable loss in our ability to
adequately monitor the implementation of our portfolio, e.g. we will
increase our wvulnerability to problems which could be handled with
an adequate work force. In this regard, our review of work force
levels (USDH, FSN and FNSPSC) to new annual commitments and active
total portfolio (DA, ESF, Titles I and II, plus HGs) suggests we are
understaffed relative to other ANE Missions.

The FY 1992 Operating Expense Budget estimate, at MCC level,
reflects a reduction in workforce by a) two USDH, b) one FSNDH and
c) two FSNPSC.

Trust Fund

USAID Morocco was poised to phase out technical assistance through
the latter half of the 1970s and had a Trust Fund through this
period until 1981. The Moroccan economy faultered badly during this
same period and the government went deeply into debt. While the
precise reason why the USAID's Trust Fund was terminated is not
known to us, the Moroccan financial crisis (both the mounting
external trade gap and the internal budget deficit) made it
particularly inappropriate to try to re-establish a Trust Fund, even
as economic assistance levels began to mount from 1982. Since
1982-83 Morocco has had four Stand-By Agreements with the
International Monetary Fund, four full scale debt reschedulings with
the Paris CQlub (public creditors) and two with the London Club
(private creditors) with an agreement for the third concluded in
April, 1990. This support, coupled with massive World Bank
lending for structural adjustment, has been crucial to helping
Morocco address (a) its overhanging external debt (currently
external debt of the same magnitude of GDP), (b) the external
financing gap which has been running in excess of one billion
dollars per year, and (c) the compression of public expenditures,
particularly with respect to capital investment. To better order
its affairs, the IMF has made recommendations with respect to
increasing and diversifying revemie and cutting public
expenditures. The IMF has insisted that the GOM take control of its
budget by, among other things, reducing the number of special
accounts and dedicated uses. The United States Government has

Previous Page Blank
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supported the initiatives of the IMF and the World Bank with respect
to both financial stabilization and structural adjustment measures.
We are thus in a position where it would be extremely awkward to
seek the re-establishment of a Trust Fund for A.1.D. while the USG
lends its weight to the need for thorough-going budgetary reform via
the IMF, World Bank and Paris Club.



Organisation USAID MORQCCO

TABLE VIII (b)
Information on r.N, P5C Costs

Job/Title Description FY 1989 FY 1950 FY 1991 FY 1992
Secretarv-Trainee ~ DIR 0 4,349 8,200 8,510
Secretary-Trainee - DIR 0 5,469 8,200 8,510
Secretary-Trainee - DIR 950 8,677 8,990 9,338
Secretary-Trainee - DIR 0 3,807 8,200 8,310
Secretary-Trainee - DIR 0 4,630 10,494 10,895
Secretary-Trainee - DIR - 3,802 8,200 8,510
- Secretary-Trainee - DIR 4,311 - - - -
Secretary-Trainee - DIR 5,649 - -
CER Technician - CEiR 6,072 10,244 10,442 10,841
File/Record Clerk -~ C&R 4,796 5,511 8,200 8,510
Chauf feur - Transp. 7,917 11,814 14,727 15,297
Chauf feur - Transp. 6,209 9,867 10,408 10,806
Chauf feur - Transp. 7,392 11,396 12,003 12,465
Chauf feur - Transp. 4,727 17,26} 8,176 8,485
Chauf feur - Transp. 599 4,419 9,133 9,480
Chauf feur - Transp. 6, 385 g,879 - -
Chauf feur - Transp. - - -
Economi st - PROG 11,346 19,490 25,009 26,083
Adm. Assistant - PROG 11,582 14,709 16,464 17,104
Secretary - PROG 7,556 8,747 11,887 12,344
Secretary P/T - PROG 5,187 6,011 7,737 8,028
Librarian P/T - PROG 4,860 6,440 10,160 10,548
Project Specialist - PROG - 3,448 30,887 34,593
Financial Analyst - oM 3,904 35,989 40,203 41,793
Chief Accountant - oM 25,013 22,806 42,480 44,162
Senior Accountant - OFM 14,278 18,151 22,397 23,274
Accounting Tech. - OPM 9,630 12,286 16,464 17,104
Accounting Tech. - OPM 9,447 13,544 15,095 15,681
Accounting Tech. - oP4 8,153 11,244 12,421 12,899
Admin. Assistant - oM 8,591 11,651 14,620 15,187
Secretary - O 6,145 . 9,904 10,0645 11,053
Secretary - OMM 2,413 7,763 8,996 9,338
Computer Syst. Analyst - OMM 7,628 10,580 11,522 11,965
Agronomi st - AGR 23,412 - - -
Adm. Assistant - AGR 8,280 11,495 12,870 13,367
Secretary - AGR 5,729 8,764 9,358 9,714
Secretary - AGR 6,928 8,323 - -

§

‘ »
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Admin. Assistant
Secretarv

Secretarv
Receptionist

Admin. Assistant
Secratarv
Secretary
Secretary
Secretary

Admin, Assistant
Secretary

Sub-Total - FNPSC

Financial Analyst - TCN

Sub-Total - TCN

TOTAL- FSN§ TCN
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EXO
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FHR
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Funding Period - FSN PSC -
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2,502 13,77 i4,020 15.is
5,922 3,352 3,333 5.0
5,569 3,500 10,248 10,040
6,241 5,986 15,018 15,600
10,091 10,070 11,972 12,432
3,569 8.699 9,358 9,714
6,673 9,678 10,643 11,053
8,011 140 - :
2,413 7,508 8,996 9,338
9,420 12,721 14,667 15,233
8,384 12,698 13,825 11,360
312,984 442,150 563,362 587,636
17,826 - - -
17,826 ; - -
330,810 442,150 563, 362 587,636
10/01/88 10/01/89  10/01/90  10/01/91
09/30/89  09/30/90  09/30/91  09/30/92
09/30/89
12/31/89



Organisation USAID MOROCCO

Descrigtion
NEGATIVE

t
Y
1

TABLE VIII {¢)
Manpower Contract Detail

FY 1989 FY 1890 FY 1991

FY 1992

$0.0 $0.0 $0.0

$0.0



QOrganisation USAID WOROCT)

TABLE VIII (d)
Contractual Services/Special studies,All Other Code 15 Derail

Description FY 1589 FY 1990 FY 1961 FY 1852
English Lang Trng for FSNs 21,416 17,1533 18,908 20,735

Miscellansous Services:
French Lang Inst, Arabic
Course, Translation svcs,

Medical Services, etc. - 23,637 15,455 - 17,001 18,701
Building Maintenance 52,672 0 N 60,000 60,000
TOT -- 114,878 }2.908 25.269 9,456
Workyears -- 4.7 0.6 4.6 4.7
Period of Service Yarious Various Various Various
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LOCAL CURRENCY USE PLAN

USAID Morocco participates in the programming of local currency generated from
three PL 480 programs., No local currency is generated through DA or ESF.

Under Title I, between $33 and $50 million in local currency has annually
supported the investment budget of the Ministry of-Agriculture and Agrarian
Reform (MARA). In FY 91 and 92, USAID will insure that dollar-funded projects
including the water policy studies and the proposed agribusiness and water
resources management projects receive the highest priority in the allocation
of Title I local currency. Remaining local currency will be used for
activities complementing AID's bilateral assistance program.

The second PL 480 program is the Section 108 private sector lending program,
which was funded with $10 million from the FY 1987 Title I agreesent. This
program is designed to provide additional credit to the private sector. Five
banks have signed Section 108 loan agreements, but have not yet fully drawn
down their lines of credit. USAID projects that the current funds will not be
fully expended before FY 93. Given the slow movement of Section 108 Funds, we
gg ;\gt intend to allocate a portion of the Title I budget to this progras in

The third PL 480 program is the Title II Compensatory Feeding Prograa
monitored by (RS, which began in FY 87. This program is designed to support
the GOM's efforts to sustain its structural adjustment program, which is
critical to long-term growth of the economy. Approximately $9.5 million in
local currency has been generated through the monetization of PL 480 Title II
commodities and the earning of interest on sales proceeds. About $5 million
of these funds was used in FY 89 and 90 for commodity transport and

distribution, technical assistance, progras sanagesent and improvements in the
quality and sustainability of Title II food distribution programs. The
remaining Title II wmonetization funds (listed as PL 480 public sector
recurring budget in Table VI} will be expended during FY 91-93 to help the GIM
design and implement sustainable development programs for the poor. _
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" NEW PROJECT NARRATIVE

a. Froject No.: 608-0213

FroJect Title: Water Resources Management
b. Project Funding for FY 1992: $6 millicn

Lite ot Project Cost: $25 million
c. Appropriation Account: ESF

gl. Background: -

Water management issues represent both an economic and environmental priority
for Morocco. Considerable public investment has already occured to harness
water resources. These investments have typically occured however on a
piecemeal basis,

USAID is prowoting a systems approach in addressing water management issues in
‘Morocco; and, studies will be effected on Moroccan water policy before the end
of FY 90. The purpose is to develop a cohesive and comprehensive strategy of
water managesent policy for water resources sanagesent in the Qued Oum Er Rbia
river basin which can serve as a model for developing a broader vision of
water resources management in other river basins and at the national lewvel.
These studies are expected to lay the groundwork for a USAID project
incorporating upstream and downstreas interventions in the Oum Er Rbia river
basin and at the national level, as appropriate.

e. Descrigtion:

The design of the Water Resources Management project (608-0213) will flow out
of the Moroccan water policy studies. Intervention strategy for dealing with
upstream issues will center around watershed management activities designed to
slow down the rate at which reservoir capecity is lost by decreasing the rate
of sediment inflow. Downstream activities will seek to decrease the
dependence of the downstream system on reservoir capacity by improving water
use efficiency, developing new alternative supplies, and decreasing desand
(either the lity of water, the time pattern, or both). Downstream
activities to‘t: undertsken say thus include improving irrigation efficiency,
changing cropping patterns, improving urban water distribution and industrial
processes, or the development of ground water supplies. A policy component
will also be needed to address such issues as grazing rights in the watershed
and water pricing for irrigation.

f. Schedule:
Phase I Water Policy Analysis studies will be initiated by ISPAN before the

end of FY 90. Follow-on studies and project design will occur in FY 9I,
leading to a planned project authorization and initial funding in FY 92.

Pl
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NEW PROJECT NARRATIVE

a, Project No.:! 608-0214
Froject Title: Development Studies and Technical Support

b. Project Funding for FY 1991: $ 2 million
Lite-Of-Project Cost: $ 6million
LOP 7 years (October 1990 - September 1997)

c. Appropriation Account: ESF =T

d. Background and Purpose: *

USAID program investments in Morocce have been guided for the past four years
bK a strategy which was composed in 1985 and documented in 1986. Since then
the Moroccan economic situation has stabilized and a relatively successful
structural adjustment program has been effected. Economic incentives have
improved as the government has opened and liberalized the economy. Overalil,
the growth path now being pursued in Morocco effectively affords new and
different opportunities for USAID investment over those of just five years ago.

USAID strategy for the 90's is now being developed in accord with the ANE
Bureau principal objective of promoting open markets and open societies. A
private sector approach to broad based economic growth is the essence of the
new strategy as mission continues to support the GOM in its central tasks
of: (a) assuring adequate and productive investment levels despite a severe
debt burden, and (b) reshaping the economy towards greater efficiency and
competitiveness with minimal social disruption and modest improvesents in the
population's standard of living.

By the very nature of the USAID strategy, the smission expects to be ahead of
the GOM in identifying the constraints to and potentials of private sector led
growth and development in Morocco. The purpose of the Development Studies and
Technical Support (608-0204) project is to provide the means for the GIM and
USAID to jointly study and pursue promisi development opportunities of
sutual interest. Improved effectiveness and efficiency in progras development
and delivery is an expected resuit.

e. Activity Description:

Discrete activities of limited scope will be financed by the project. The
following general types of activities are envisioped:

- Project development, feasibility studies, operational research and pilot
testing of hypotheses leading to final project design. '

- CDSS-related studies and sector assessments, in particular those studies
which enhance policy dialogue efforts or sharpen understanding of technical or
institutional constraints. :

- Complementary program activities such as seminars, workshops and special

economic studies or statistical surveys, as well as bridge funding to allow
for follow-on projects to be designed and funded.
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- Institutional support of a limited nature to counterpart organizations
involved in policy dialogue, program development, finance and implementition
including select Ministries and agencies of the GIM as well as associat s of
private, non-governmental entities,

Activities to be supported under the project will typically be very small
(e.g. less than $250,000)} and of short duration (less than one year). Funds
will be used to finance studies, technical assistance and training, and a
limited amount of commodities and other costs such as travel and per diem.

Activities supported by the project will be relevant to USAID strategic
priorities and/or the special interests of the U.S.- Congress. Few other
parameters are desired so as to retain maximum flexibility and responsiveness
in the project.

Examples of activities which might be funded with an initial allocation of
funds include the following:

- Follow-on work to the 1990 Water Policy Analysis Phase [ study by ISPAN,
including project identification and design.

- Technical assistance for the preparation of the Agribusiness Promotion
project paper,

- Investigative work into the feasibility of private power gensration.

- Preparation of 'a mission strategy to increase the participation of Moroccan
wosen in economic affairs and the development process.

- Study of GM objectives for decentralization, and assessment ’of
compatibility of interests along the lines of the Democratic Pluralisa
Initiative. :

f. Request for Delegation of PID Approval Authority:

USAID plans to preparse the PID in-house. Delegation of authority for the
Mission Director to approve the PID at post is requested.
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NEW PROJECT NARRATIVE
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a. Program: Food for Progress

b. Program Funding for FY 1991: $35 million

€. Appropriation: PL 480, Title I
d. Progosal:

USAID is looking to maximize the development impact of the PL 480 Title I
program to Morocco. This proposal for a Food for Progress program is advanced
on the understanding that this is the most applicable means for enhancing the
food commodity assistance program to Morocco, given existing legislation. The
mission is, however, not fully knowledgeable of all aspects of Food for
Progress as now administered, nor the possible implications of a new Famm
Bill. The intent of this proposal is: first, to again secure AID/W agreement
on an objective to maximize the development impact of the food assistance
program to Moreocco; and, second to put forward mission ideas on the policy
framework for an enhanced progras.

USAID has worked over the past two years with the Moroccan Government to
improve the development impact of the Title I program, particulariy in regard
to the substantive content of self-help measures and their implementation.
The stage has thus been set for the negotiation of important Title I measures,
which the mission proposes be undertaken in concert with USAID's proposed
Agribusiness Promotion (608-0210) project. Together, the Title I self-help
measures and bilateral project technical assistance will aim to effect
significant productivity increases and growth in the Moroccan agribusiness
subsector. The Mission will have greater leverage for negotiating the
necessary reforms and implementation actions if it is able to offer Title I
under grant terms. Food for Progress appears to be the best food aid
instrument for supporting the envisioned prograa.

e, 'Background:

The Government of Morocco (GOM), with support from the IBRD and the IMF,
launched a wide-ranging Structural Adjustment Program (SAP) in 1983. The SAP
was designed to effect deep policy reforms in an economy that had become
over-indebted, and, due to excessive regulation, preesmption by parastatals,
and closed door trading policies, uncompetitive.

As the present time, the beneficial effects of policy reforms are beginning to
manifest themselves, and new opportunities are present for private business.
Many of these opportunities are in agribusiness.

£. Descrigtion:

USAID/Morocco has been consistently supportive of the GOM's SAP through
adjustments in its program/project interventions, and especially thrqugh the
provision of substantial PL 480 assistance. The Mission now believes it would
be appropriate to capitalize on new agribusiness opportunities that the SAP
has made available. These exist in the aress of private agricultural input
distribution, agro-processing, and the privatization of parastatal companies.



A double barrel approach is envisioned: 2% Faod for Progress supported
policy dialogue and self-help measures formuiated to refine pudblic policy and
further encourage liberalization of agricultural markets, and b) bilateral
technical assistance through the Agribusiness Promotion project proposed for
FY 91 authorization and start-up.

The provision of Title ! food commodities on a grant basis through an upgraded
program, such as Food for Progress, will te recognized by the GOM as a
significant, and highly appreciated, action on the part of the U.S.G.. The
mission believes that this action, together with a major bilateral program
thrust into the agribusiness subsector, will get and keep the attention
required of the GOM to effect some of the changes meeded to realize its
private sector approach to growth and development.

The specific self-help measures of the proposed Food for Progress program will
be developed over the next few months as the design of the Agribusiness
Promotion project progresses. The measures will be results oriented and
tightly integrated with the bilateral program, making progress assessment
easily verifiable.

At this time, USAID believes measures are likely to develop from the following
subject areas now under examination.

1. Privatizatioh of parastatals 'affeéting the agricultural sector (e.g.
seeds, fertilizer, and sugar mills). :

2. Removal of restrictions on entry and production in the crushing and
refining portions.of the edible oils industry.

3. Decontrol of the livestock feed industry (e.g. meal).
The commodity mix for 1991 will be negotiated as usual. At this time, the
following commodities and quantities would appear appropriate: Soybeans,
10,000 MT, $2 million; vegetable oil, 35,000 MT, $18 million; and, wheat,
101,000 M, $15 millien,

To put the program in place in FY 1991, the following schedule is proposed:

- Conduct of MAgribusiness Subsector Assessment, July 1990;
- Determination of commodity mix, UMR,

Bellmon Certification, October 1990;
- Submission of full Food for Progress proposal,

including self-help measures, November 1990;

- Program Agreement signed, January 1991,
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DEVELOPMENT POLICY REFORM PROGAM

a. Project No.: 608-0210
Progect Title: Agribusiness Promotion
b. Project Funding for FY 1991: $10 million
LTfe of Project Lost: $10 million
LOP 7 years
¢. Source of Funding: DPRP -
" d. Background: h

The Government of Morocco (GOM), with support from the IBRD and the IMF,
launched a wide-ranging Structural Adjustment Program (SAP) in 1983. The SAP
was designed to eifect deep policy reforms in an economy that had become
over-indebted, and, due to excessive regulation, preemption by parastatals,
and closed door trading policies, uncompetitive. '

At the present time, the beneficial effects of policy reforms are beginning to
manifest themselves, and new opportunities are present for private business,
Many of these opportunities are in agribusiness. '

USAID/Morocco has been consistently supportive of the GOM's SAP through
adjustments in. its program/project interventions, and especially through t
provision of substantial PL 480 assistance. The Mission now believes it would
be appropriate to capitalize on new agribusiness opportunities that the SAP
has made available. These exist in the area of private agricultural input
distribution, agro-processing, and the privatization of parastatal companies.

The Mission further believes that AID resources can be leveraged to bring US
Sgribusimss skills to bear in Morocco. The result will be to enhance

-Moroccan business 1links, and accelerate GDP growth in the agribusiness
sector. Additional benefits will include accelerated growth of agricultural
production (due to improvements in inputs supply and marketing opportunities
for farm produce) and joint ventures between US and Moroccan ccmpanies, which
will serve to enhance long ters commercial relations between the two countries.

e. Purpose and Objectives

USAID proposes a double barrel approsch of bilateral project assistance and PL
430 Food for Peace self-help measures to accelerate growth in the agribusiness
subsector. An important parallel purpose of the program will be to foster
long ters trade and business linkages between U.S. and Moroccan firms.

The objectives of the bilateral Agribusiness Promotion Project (APP) will be
to improve the efficiency and performance of various cowponents of the
agribusiness subsector through offering the subsector U.S. technical
assistance, trade/business linkages, snd investment promotion. APP will work
with the following components and/or aspects of the agribusiness subsector:

LN
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1. Input Supply and Marketing, and Private Sector Extension

[t is generally recognized that the US has one of the most efficient
agricultural input supply svstems in the worid, and that this system 1s also
responsible for most ''effective extension'' leading to technical change, The
GM's recent liberalization of input distribution has created many
opportunities in this area. Among them are input supply by small rural
entrepreneurs, and in the wholesale distribution system that serves them,

2. Post Harvest Handling, Assemblage and Sourcing:

- As Morocco's agribusiness subsector becomes more sophisticated,
- demands will develop for improved handling of products, new methods of
assemblage and innovation in farm marketing. Progress in these areas will
increase the overall productivity of the subsector, and render it more
internationally competitive. In certain cases, appropriate technical
assistance may be directed toward improved post harvest handling. Similarly,
Moroccan agribusiness firms are likely to exhibit a strong interest in more
efficient assemblage techniques and sourcing (eg. contract farming), in order
to improve the reliability of supplies. US agribusiness excels in these areas
fan-n:l will be able to provide invaluable assistance to counterpart Moroccan
irms.

3. Product Conditioning and Processing

Morocco. has already made an excellent start in this area,
garticuhrly, for citrus, and for processed food products which account for
5% of all agricultural exports. Nonetheless, the probability of higher
barriers for Moroccan products in the EEC after 1992, and increased
competition from other suppliers (i.e. Tunisia, Egypt, and Turkey) will
require Moroccans to improve product quality and productivity for growth to
continue, Having a food processing industry recognized as the most efficient
in the world, US assistance can be brought to bear for technology, methods,
and equipment.

4. Marketing

Success for an agro-processing firs is conditioned not only by
producing a superior product at a competitive price, but also by having
sufficient marketing resocurces to assure final product sale. With competition
for export sales generally increasing, Moroccan firms will have to become more
sophisticated in responding to market demands and in identifying niche markets
where Morocco has a unique advantage. As Morocco’s population itself becomes
better educated and more urbanized, demand for improved dosestic products will
also increase. The Moroccan agro-processing industry will be reiied upon to
meet these requirements.

S. Trade and Investment
The project will facilitate actions by U.S. agribusiness in areas

offering particuiarly attractive long term trade opportunities. Areas for
project intervention will be defined during the design process.
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6. Policy [mplementation

a. Privatization

The Government of Morocco has decided to privatize a sizeable number
of state-owned enterprises in the agribusiness subsector., In some cases, the
GM requires outside expertise to implement the privatization process. APP
will provide a means by which USAID may assist the GOM upon their request for
such assistance.

b. Regulatory Enviromment

While the GIM has made considerable progress in improving the overall
policy environment for the agribusiness subsector, there has been less
progress in isproving the regulatory enviromment, which often has the most
direct impact on private agribusiness. APP will work with private Moroccan
agribusiness to assure regulatory changes supportive of overall GIM goals for
privatization and growth of private agribusiness.

7. Policz Reform

Given the dynamic nature of the policy forsulation process, and that
Morocco has only recently emerged from a policy environment favoring direct
state intervention in agribusiness, thers ressin areas where USAID assistance
directed toward agribusiness subsector policy reform will be important in
improving the overall policy envirorment for the subsector, It is proposed
that APP work' in tandem with a PL 480 Food for Peace commodity grant program
in pursuing economic reforms important for the success of the agribusiness
subsector. APP will work with private agribusiness and trade and commodity
assoclatji.m in identifying areas where analytical work and policy dialogue
are requ .

£. Relation to Program Objectives

USAID is developing its program strategy for the 1990s in accordance with the
ANE Bureau objective of open markets and open societies. At the same time
USAID seeks to achieve the grestest positive impact on economic growth for
every dollar invested. The agribusiness subsector of Morocco's economy is
ripe for investment and promises significant positive returns. The proposed
groject investasnt takes a private sector approach to effecting change and
mproving productivity. Project impect will be sustained so long as any
backsliding on market liberalization is avoided and the environsent resains
conducive to private initistive and investment. The Agribusiness Promotion
Project thus contributes to Mission strategic objectives as now being devised
for the 1990s. It is expected to be active at the core of the Mission's
portfolio through much of the new decade.

g. Potential Significance

APP will be implemented during a period of rapid change and transition in the
Moroccan business environment. Consequently, APP will be able to: (a)
capitalize on newly developing opportunities in the agribusiness subsector,
especially as they relate to U.S.-Moroccan trade, and (b) accelerate GDP
growth in the subsector by providing U.S. expertise and material support in a

tiu};uumer. USAID estimstes that about 12 percent of Morocco's GDP is now
attributable to agribusiness. A growth rate as mich as 7 percent annually
is realistic for agribusiness subsector through the 1990s.

L5
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h. Approach to Implementation

At the present time, USAID/Rabat envisions :implementation of APP through a
private U.S. contractor interfacing primarily with private Moroccan trade and
commodity associations. For policy reform and implementation aspects of APP,
interfacing with appropriate GOM Ministries will be necessary.

i. Perceived Sustainabilitv

APP will not support the expansion of any GOM instifutions. Consequently,
the effect of the project on recurrent costs will be nil. In addition to
accelerating growth in the agribusiness subsector, APP will contribute to the
formation of long-term U.S./Moroccan business linkages. So long as profits
can be gained, private business activity will be sustained.

j. Inputs
1. USAID
AID inputs for APP will likely consist of short and long-ters
technical assistance, commodities (especially for demonstration), seminars,
expositions, and short-terw training, US site visits, and possibly at some

future date, financial resources for particularly promising areas of trade
development,

2. Private Méroccan

Moroccan trade and commodity associations will be the project's
primary counterparts, and will provide the project with data,
conference/sesinar/exposition facilities, <contacts in the Moroccan
agribusiness community, and, as appropriate, facilitate project actions that
require GOM approvals.

In addition, private Moroccan business will be expected to contribute,
through cost-sharing agreements, a portion of the expenses for TDY consuitants
from whom they derive a direct benefit.

3. Private U.S,

US companies having an active interest in expanding their
international lorizons are expected to provide a number of inputs free of
charge. These may include participation in seminars, conferences and
expositions, and provision of basic data.

It is expected that project actions will contribute to forming close
links between US and Moroccan agribusiness. In some cases, these may lead to
joint ventures. While project actions may have been instrumental in forling
the initfal linkages, US and Moroccan private business will share the costs o
‘arranging long term joint ventures,

k. Beneficiaries

The project's direct beneficiaries will be US and Moroccan businesses whi
expand their international opportunities, and iaprove their efficiency a
general business condition.

LY
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Indirectly, Moroccan consumers and farmers, and agro-industry workers will
also benefit; consumers through the increased availability, at competitive
prices, of a wider array of food products; farmers through improved input
delivery systems and ancillary technology; and, workers through more secure
and productive employment in a more competitive agribusiness industry.

1. Project Financing

1. Budget (7 years)

LT/TA $1,500,000 =—

ST/TA $4,000,000

Seminars, Conferences $750,000

and Expositions

Site visits $750,000

Commodities $3,000,000
310,000,000

2. DPRP funding |

APP will seek to capitalize on an evolving policy and business
environment. USAID's best means of demonstrating solid support for the GOM's
program of policy reform and accelerated economjc growth will be to finance
APP through the resources of the Development Policy Reform Progras. The GIM
follows the U.S. foreign aid appropriation process closely, and will
:Egreciate the- administrative sllocation of discretionary resources on top of

regular OYB.

The DA portion of the FY 91 and FY 92 planned budgets is heavily
mortgaged. Assuming the authorizstion and start-up of the Health Financing
(608-0207) project in FY 91, no excess DA resources exist for the initial
funding of the proposed Agribusiness Promotion (608-0210) project. The
alternative to DPRP funding is then ESF. Any obligation of ESF to
Airibuslmss Prosotion in FY 91 will necessitate a Mission budget review and
displacement of funds from other worthy project activities. _

a. Schedule

July 1990: Conduct of Agribusiness Subsector Assessment
Sept. 1990: Submission of PID to AID/MW
Jamuary 1991: PP Design Team in-country
March 1991 Project aﬁrwad
obligated

May 1991: = Project
June 1991: PIO/T issued
RFP issued
Aug,. 1991: Contractor selected

Sept. 1991: Project Activities Commence
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PRIVATIZATION PLAN

UPDATE OF MOROCCAN PROGRESS ON PRIVATIZATION

Government circles within Morocco have debated for some ten years the merits
of divestiture of government holdings in nearly 700 firms. This process of
dialogue culminated in December 1989 in the passage by Pariiament of Morocco's
grivatization law which specifies seventy-four enterprises and thirty-seven
otel holdings to be privatized and sets a six year deadline for so doing,
Divestiture will either be accomplished through sale of shares on the
Casablanca stock exchange, or request for bids, sale to current management and
or employees, or a combination of these, or, in exceptional circumstances,
private placesent. The law further stipulates that the formation of any new
public sector enterprise will have to be approved by the Government directly,
thereby directly attacking the problem over the past twenty years of the
spawning of a large number of public enterprises as subsidiaries of existing
ones,

Under the law, two high level committees are to be formed to oversee the
process of privatization: an interwinisterial cowmission to insure
intergovernmental coordination among ministries and an independent evaluation
committee to be comprised of individuals chosen for their business judgesent
and charged with determining minimm sale prices, setting any legal or
financial conditions for a sale, and any other special conditions related to
achieving the law's objectives regarding promoting widespread share ownership,
including that of esployees, regionalization, and employment growth.

Ministry of Economic Affairs has been charged with responsibility for the
privatization process and the Ministry has reorganized itself creating
divisions responsible for such functions as planning and strategy developsent,
evaluation of firm's assets, and implementation of sales. Implementing
regulations putting into place the detailed procedures for privatization are
under review and are expected to enter into force in the very near future.

The amended budget for 1990 forecasts that privatization will generate some
$50 million in receipts for the government in 1990, thereby exerting pressure
on the Ministry of Economic Affairs and Privatization to begin implementation
of privatization this calendar year. The 111 holdings slated for
privatization include state owned firms that have dominant positions in
isportant subsectors of the econamy. For example, the parastatals COMAGRI,

» and COMAPRA have dominant roles in fertilizer, improved cereal seed,
and other sgricultural input distribution as well as in oilseed marketing.
The government-controlled Banque Central Populaire and Bangue Marocaine du
Commerce Exterieur together account for 36% of bank deposits. The mining
enterprises to be privatized account for nearly 60% of total mining production
(excluding phosphates); C(ELUMA accounts for roughly half of cellulose
production. Other state holdings dominate Moroccan machine tool, steel,
foundry and auto assesbly industries.
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Privatization of government corporate holdings will stimulate development of
Morocco's stock market. Proposals to reform laws affecting the operation of
the Casablanca stock exchange have been drafted, and revisions to Morocco's
accounting standards are being developed.

The Moroccan privatization program to date has been largely designed and

initiated by the GOM staff. It appears that other donors have been little
involved so far,

PROGRESS MADE IN IMPLEMENTING USAID PRIVATIZATION ACTIVITLES

~To bolster capacities to design and implement polity-reform as part of
Morocco's structural adjustment, USAID has assisted the Ministry of Economic
Affairs through the provision of two long-ters resident economist advisors to
the Price Directorate. One of these advisors is now working with the
Ministry's privatization staff, assisting thes in developing the Ministry’s
detailed plans for privatization. The Center for Privatization has provided
the Mission with background information useful to the Ministry.

At the Government's request, USAID/Morocco is recruiting technical assistance
to the Ministry of Finance, the government body which has broad oversight
responsibilities for capital market development in Morocco, to conduct an
expert diagnostic of the current operations of the stock market and of
proposed reforms. The objectives of such technical assistance is to bring the
experience of other countries in capital market development to bear on the
development of proposals to revitalize the Casablanca stock exchange,

Training of GOM officials at AID sponsored privatization seminars in
Washington has continued on a regular basis. Eight GOM officials attended AID

privatization conferences in Washington during 1989.
FY 1991 AND FY 1992 ACTIVITIES

The GOM continues to express a preference for multilateral assistance in the
sensitive subject area of privatization. Whereas the Mission's efforts in the
past for direct involvesent had been frustrated by the G(M's reluctance to
acc:gt other than wminor ad hoc assistance, prospects are iaproving for
meaningful involvement in a GOM program which is expected to develop during
the coming year.

The Ministry of Economic Affairs and Privatization has requested that
USAID/Morocco furnish a resident long ters economic advisor to help analyse
issues related to privatization. This request has been agreed to and such
technical assistance will be furnished under USAID/Morocco's Economic Policy
Analysis Support Project. It is anticipated that additional requests may be
transaitted for assistance in completing evaluations of firms to be privatized
and for consultancies on techniques of privatization. In any such cases,
responses to requests will be programmed under the Mission's Econamic Policy
Analysis Support Project. Follow on work may also develop from the stock
market diagnostic expected to be completed in FY 1991; such work would also be
programmed under the Economic Policy Analysis Support Project.

(i~
N

~



Planning continues for various activities which will increase private sector
involvement in a number of areas such as agriculture and municipal services.

Privatization in agriculture is a possible eiement of a planned agribusiness
intervention. Opportunities for USAID assistance in this subject area are
being assessed in the preliminary stages of PID deveiopment. Through USAID's
invoivement in the Tetouan Urban Development project and housing loan
guarantee, USAID is promoting the municipality's investigation into the
private provision of tvpically publicly provided services, Community bread
ovens and garbage collection are candidate services to be studied.

PROPOSED STRATEGY

Mission strategy is to remain alert to developments within the GOM, to
maintain regular contact with MEA and other GM offices where responsibilities
and interests relate to privatization, and to make optimum use of existing
resources, such as the Economic Policy Analysis project, in responding to GUM
requests for assistance,

il
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CRGANIZATION USAID Morocco

TABLE VIII (a)
Narrative

Overview of FY 1991 Estimate

The FY 1991 Operating Expense Budget estimate of $2,698,000 does
not exceed the approved operating expense budget level for FY
1990, The estimate level will be adequate to operate USAID Morocco
consistent with sound management practice.

Overview of FY 1992 Request

A modest increase of $140,100 is projected in the FY 1992 request
over the FY 1990 and FY 1991 estimated Operating Expense Budget
presentations. Given documented inflation in the Moroccan
marketplace of approximately ten per cent per annum, the FY 1992
request submitted includes only essential funds required to operate
the Mission consistent with Federal Budget constraints. The FY
1992 request excludes certain discretionary costs for Mission
operations in compliance with directions for operating expense
budget submissions. However, the meager budget level projected for
FY 1992 is at the expense of deferring costs which will be
reflected in the "out-years",

Overview of the FY 1992 Request at Minimm Carry Cost (MCC)

The FY 1992 Operating Expense Budget estimate, at MCC level,
excludes two USDH, one FSN DH and two FSN Personal Service
Contractors (PSC) based on the assumption that no new
program/projects will be planned or introduced by the Mission in FY
1992 and thereafter. Based on this assumption appropriate
workforce units and associated costs thereof have been reduced
accordingly and reflected in the FY 1992 MCC request level. Under
this presentation Mission operating requirements are reduced by
$242,400 from the FY 1992 request level. A comparison of the FY
1992 MCC level ($2,595,700) with the FY 1990 estimate ($2,698,000)
results in a reduction of $102,300.

-~
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WORKFORCE

Workforce levels presented in the FY 1992 Annual Budget Submission
remain constant for FY 1990 through FY 1992. Operating expense
funding constraints dictate a lean workforce which has been
incorporated in the operating expense budget submissions through FY
1992, Enhancement of personnel resources, and the associated costs
thereof, to attain the goal of excellance in delivery of economic
assistance to Morocco is deemed warranted. However, staff
increases, at the operating expense levels contemplated for FY 1951
and FY 1992, have not been included in this submission.

There will be inevitably, an unquantifiable loss in our ability to
adequately monitor the implementation of our portfolio, e.g. we will
increase our vulnerability to problems which could be handled with
an adequate work force. In this regard, our review of work force
levels (USDH, FSN and FNSPSC) to new annual commitments and active
total portfolio (DA, ESF, Titles I and II, plus HGs) suggests we are
understaffed relative to other ANE Missions.

The FY 1992 Operating Expense Budget estimate, at MCC level,
reflects a reduction in workforce by a) two USDH, b) one FSNDH and
c) two FSNPSC, _

Trust Fund

USAID Morocco was poised to phase out technical assistance through
the latter half of the 1970s and had a Trust Fund through this
period until 1981. The Moroccan econoz faultered badly during this
same period and the government went deeply into debt. While the
precise reason why the USAID's Trust Fund was terminated is not
known to us, the Moroccan financial crisis (both the mounting
external trade gap and the internal budget deficit) made it
particularly inappropriate to try to re-establish a Trust Fund, even
as economic assistance levels began to mount from 1982. Since
1982-83 Morocco has had four Stand-By Agreements with the
International Monetary Fund, four full scale debt reschedulings with
the Paris Club (public creditors) and two with the London Club
(private creditors) with an agreement for the third concluded in
April, 1990. This support, coupled with massive World Bank
lending for structural adjustment, has been crucial to helping
Morocco address (a) its overhanging external debt (currently
external debt of the same magnitude of GDP), (b) the external
financing gap which has been running in excess of one billion
dollars per year, and (c) the compression of public expenditures,
particularly with respect to capital investment. To better order
its affairs, the IMF has made recommendations with respect to
increasing and diversifying revenue and cutting  public
expenditures. The IMF has insisted that the GOM take control of its
budget by, among other things, reducing the number of special
accounts and dedicated uses. The United States Government has
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supported the initiatives of the IMF and the worid Bank with respect
to both financial stabilization and structural adjustment measures.
We are thus in a position where it would be extremely awkward to
seek the re-establishment of a Trust Fund for A.I.D. while the USG
lends its weight to the need for thorough-going budgetary reform via
the IMF, World Bank and Paris Club.



Organisation USAID ™MOROCCO

TABLE VIII {b)
Information on r.N. P3C Costs

Job/Title Description FY 1989 FY 1990 FY 1991
Secretary-Trainee - DIR 0 4,349 8,200
Secretary-Trainee - DIR 0 5,469 8,200
Secretary-Trainee ~ DIR 950 8,077 8,996
Secretary-Trainee - DIR 0 3,807 8,200
Secretary-Trainee - DIR 0 4,630 10,494
Secretary-Trainee - DIR - 3,807 8,200
Secretary-Trainee - DIR 4,311 - -

Secretary-Trainee - DIR 5,649 - -

C&R Technician - C&R 6,072 10,244 10,442
File/Record Clerk - C&R 4,796 5,511 8,200
Chauf feur - Transp. 7,917 11,814 14,727
Chauf feur - Transp. 6,209 9,867 10,408
Chauffeur - Transp. 7,392 11,396 12,003
Chauf feur - Transp. 4,727 7,261 8,176
Chauffeur - Transp. 599 4,419 9,133
Chauf feur - Transp. 6,385 9,879 -

Chauf feur - Transp. - - -

Economi st - PROG 11,346 19,490 25,0069
Adm. Assistant - PROG 11,582 14,709 16,464
Secretary - PROG 7,556 8,747 11,887
Secretary P/T - PROG 5,187 6,011 7,737
Librarian P/T - PROG 4,860 6,440 10,160
Project Specialist - PROG - 3,448 30,887
Financial Analyst - oMM 3,904 35,989 40,203
Chief Accountant - oM 25,013 22,806 42,480
Senior Accountant - OFM 14,278 18,151 22,397
Accounting Tech. - O 9,630 12,286 16,404
Accounting Tech. - OFM 9,447 13,544 15,095
Accounting Tech. - O 8,153 11,244 12,421
Admin, Assistant - ORM 8,591 11,651 14,620
Secretary - OPM 6,145 9,904 10,045
Secretary - OFM 2,413 7,763 8,996
Computer Syst. Analyst - OFM 7,628 10,580 11,522
Agronomi st - AGR 23,412 - -

Adm. Assistant - AGR 8,280 11,495 12,870
Secretary - AGR 5,729 8,764 9,358
Secretary - AGR 6,928 8,323 -

/ / /



Job Title 'Description

Admin. Assistant
Secretary

Secretary
Receptionist

Admin. Assistant
Secretary
Secretary
Secretary
Secretary

Admin. Assistant
Secretary

Sub-Total - FNPSC

Financial Analyst - TCN

Sub-Total - TCN

TOTAL - FSN § TON

Funding Period - FSN PSC -

- TON

FY 1989  F1 1930 FY 159l Fy Lusl
9,602 13,777 14,020 15,157
5,922 8,532 9,338 9,714
5,569 8,866 10,248 10,040
6,241 6,986 15,018 15,600

10,091 10,070 11,972 12,432
5,569 8,699 9,358 9,714
6,673 9,678 10,645 11,053
8,011 140 - .
2,413 7,508 8,996 9,338
9,420 12,721 14,667 15,235
8,384 12,698 13,825 14,360

312,984 442,150 563,362 587,636

17,826 - - .

17,826 - - -

330,810 442,150 563,362 587,636

10/01/88 10/01/89 10/01/90 10/01/91

09/30/89  09/30/90 09/30/91 09/30/92

09/30/89

12/31/89

N



Organisation USAID MORGCCO

Descrigtion
NEGATIVE

TABLE VIII (¢)
Manpower Contract Uetail

FY 1989 FY 1990 FY 1951

$0.0 $0.0 $0.0

FY 1992

$0.0



TABLE VIIT 4
fonzractual Services Special studies 211 Other Code 25 Detail

Descrigtion FY 1989 FY 1990 FY 1991 FY 1992
English Lang Trng for FSNs 21,416 17,153 18,908 20,755

Miscellaneous Services:
French Lang Inst, Arabic
Course, Translation svcs,

 Medical Services, etc. - 23,637 15,455 17,001 18,701
Building Maintenance 52,672 0 60,000 60,000
TOTAL ~- 114,878 32,608 95,969 99,456
Workyears -- 4.7 0.6 4,6 4,7

Period of Service Various Yarious Various Various
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LOCAL CURRENCY USE PLAN

USAID Morocco participates in the programming of local currency generated from
three PL 480 programs., No local currency is generated through DA or ESF.

Under Title I, between $33 and $50 million in 1local currency has annually
supported the investment budget of the Ministry of Agriculture and Agrarian
Reform (MARA). In FY 91 and 92, USAID will insure that dollar-funded projects
including the water policy studies and the proposed agribusiness and water
resources management projects receive the highest priority in the allocation
of Title I 1local currency. Remaining local currency will be wused for
activities complementing AID's bilateral assistance program.

The second PL 480 program is the Section 108 private sector lending program,
which was funded with $10 million from the FY 1987 Title I agreement. This
program is designed to provide additional credit to the private sector. Five
banks have signed Section 108 loan agreements, but have not yet fully drawn
down their lines of credit. USAID projects that the current funds will not be
fully expended before FY 93. Given the slow movement of Section 108 Funds, we
gg ggt intend to allocate a portion of the Title I budget to this program in

The third PL 480 program is the Title II Compensatory Feeding Program
monitored by (RS, which began in FY 87, This program is designed to support
the GM's efforts to sustain its structural adjustment program, which is
critical to long-term growth of the economy. Approximately 59.5 million in
local currency has been generated through the monetization of PL 480 Title II
commodities and the earning of interest on sales proceeds. About $5 million
of these funds was used in FY 89 and 90 for commodity transport and
distribution, technical assistance, program management and improvements in the
quality and sustainability of Title II food distribution programs. The
remaining Title II monetization funds (listed as PL 480 public sector
recurring budget in Table VI) will be expended during FY 91-93 to help the GOM
design and implement sustainable development programs for the poor.
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NEW PROJECT NARRATIVE

a. Project No,: 608-0213

Project Title: Water Resources Management
b. Project Funding for FY 1992: $6 million

Life of Project Cost: $25 million
c. Appropriation Account: ESF

d. Background:

Water management issues represent both an economic and environmental priority
for Morocco. Considerable public investment has already occured to harness
water resources. These investments have typically occured however on a
piecemeal basis.

USAID is promoting a systems approach in addressing water management issues in
Morocco; and, studies will be effected on Moroccan water policy before the end
of FY 90. The purpose is to develop a cohesive and comprehensive strategy of
water management policy for water resources management in the Oued Oum Er Rbia
river basin which can serve as a model for developing a broader vision of
water resources management in other river basins and at the national level.
These studies are expected to lay the groundwork for a USAID project
incorporating upstream and downstream interventions in the Oum Er Rbia river
basin and at the national level, as appropriate,

e. Description:

The design of the Water Resources Management project (608-0213} will flow out
of the Moroccan water policy studies. Intervention strategy for dealing with
upstream issues will center around watershed management activities designed to
slow down the rate at which reservoir capacity is lost by decreasing the rate
of sediment inflow, Downstream activities will seek to decrease the
dependence of the downstream system on reservoir capacity by improving water
use efficiency, developing new alternative supplies, and decreasing demand
(either the 1::lity of water, the time pattern, or both}. Downstream
activities to undertaken may thus include improving irrigation efficiency,
changing cropping patterns, improving urban water distribution and industrial
processes, or the development of ground water supplies. A policy component
will also be needed to address such issues as grazing rights in the watershed
and water pricing for irrigation.

f. Schedule:
Phase 1 Water Policy Analysis studies will be initiated by ISPAN before the

end of FY 90, Follow-on studies and project design will occur in FY 91,
leading to a planned project authorization and initial funding in FY 92,

5,9



NEW PROJECT NARRATIVE

a. rroject No.: 608-0214
Project litle: Development Studies and Technical Support

b. Project Funding for FY 1991: $ 2 million
Lite-0OF-Project Lost: $ 6 million
LOP 7 years (October 1990 - September 1997)

c. Appropriation Account: ESF

d. Background and Purpose:

USAID program investments in Morocco have been guided for the past four years
b‘\: a strategy which was composed in 1985 and documented in 1986. Since then
the Moroccan economic situation has stabilized and a relatively successful
structural adjustment program has been effected. Economic incentives have
improved as the government has opened and liberalized the economy. Overall,
the growth path now being pursued in Morocco effectively affords new and
different opportunities for USAID investment over those of just five years ago,

USAID strategy for the 90's is now being developed in accord with the ANE
Bureau principal objective of promoting open markets and open societies. A
private sector approach to broad based economic growth is the essence of the
new strategy as the mission continues to support the GOM in its central tasks
of: (a) assuring adequate and productive investment levels despite a severe
debt burden, and (b) reshaping the economy towards greater efficiency and
competitiveness with minimal social disruption and modest improvements in the
population's standard of living.

By the very nature of the USAID strategy, the mission expects to be ahead of
the GOM in identifying the constraints to and potentials of private sector led
growth and development in Morocco. The purpose of the Development Studies and
Technical Support (608-0204) project is to provide the means for the GOM and
USAID to jointly study and pursue promising development opportunities of
mutual interest, Improved effectiveness and efficiency in program development
and delivery is an expected result.

e. Activity Description:

Discrete activities of limited scope will be financed by the project. The
following general types of activities are envisioned:

- Project development, feasibility studies, operational research and pilot
testing of hypotheses leading to final project design.

- CDSS-related studies and sector assessments, in particular those studies
which enhance policy dialogue efforts or sharpen understanding of technical or
institutional constraints,

- Complementary program activities such as semjnars, workshops and special
economic studies or statistical surveys, as well as bridge funding to allow
for follow-on projects to be designed and funded.



- Institutional support of 2 limited naturs to counterpart orzanizations
involved in policv Jdialogue, program development, finance and implementation
including select Ministries and agencies of the GUM as well as associations ot
private, non-governmental entities,

Activities to be supported under the project wili typically be very small
(e.g. less than $250,000) and of short duration {less than one year). Funds
will be used to finance studies, technical assistance and training, and a
limited amount of commodities and other costs such as travel and per diem.

Activities supported by the project will be relevant to USAID strategic
priorities and/or the special interests of the U.S. Congress. Few other
parameters are desired so as to retain maxlmum flexibility and responsiveness

in the project.

Examples of activities which might be funded with an initial allocation of
funds include the following:

- Follow-on work to the 1990 Water Policy Analysis Phase I study by ISPAN,
including project identification and design.

- Technical assistance for the preparation of the Agribusiness Promotion
project paper.

- Investigative work into the feasibility of private power generation,

- Preparation of a mission strategy to increase the participation of Moroccan
women in economic affairs and the development process.

- Study of GOM objectives for decentralization, and assessment of
compatibility of interests along the lines of the Democratic Pluralism
Initiative.

f. Request for Delegation of PID Approval Authority:

USAID plans to prepare the PID in-house. Delegation of authority for the
Mission Director to approve the PID at post is requested.
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a. Fregram: Food for Frogress

b. Program Funding for FY 1991: 335 million

¢. Appropriation: PL 180, Title I
d. Proposal:

USAID is looking to maximize the development impact of the PL 480 Title I
program to Morocco. This proposal for a Food for Progress program is advanced
on the understanding that this is the most applicable means for enhancing the
food commodity assistance program to Morocco, given existing legislation. The
mission is, however, not fully knowledgeable of all aspects of Food for
Progress as now administered, nor the possible implications of a new Famm
Bill. The intent of this proposal is: first, to again secure AID/W agreement
on an objective to maximize the development impact of the food assistance
program to Morocco; and, second to put forward mission ideas on the policy
framework for an enhanced program.

USAID has worked over the past two years with the Moroccan Government to
improve the development impact of the Title I program, particularly in regard
to the substantive content of self-help measures and their implementation.
The stage has thus been set for the negotiation of important Title I measures,
which the mission proposes be undertaken in concert with USAID's proposed
Agribusiness Promotion (608-0210) project., Together, the Title I self-help
measures and bilateral project technical assistance will aim to effect
significant productivity increases and growth in the Moroccan agribusiness
subsector. The Mission will have greater leverage for negotiating the
necessary reforms and implementation actions if it is able to offer Title I
under grant terms. Food for Progress appears to be the best food aid
instrument for supporting the envisioned program.

e. Background:

The Government of Morocco (GOM), with support from the IBRD and the IMF,
launched a wide-ranging Structural Adjustment Program (SAP) in 1983. The SAP
was designed to effect deep policy reforms in an economy that had become
over-indebted, and, due to excessive regulation, preemption by parastatals,
and closed door trading policies, uncowpetitive,

As the present time, the beneficial effects of policy reforms are beginning to
manifest themselves, and new opportunities are present for private business.
Many of these opportunities are in agribusiness.

f. DescriEtion:

USAID/Morocco has been consistently supportive of the GOM's SAP through
adjustments in its program/project interventions, and especially through the
provision of substantial PL 480 assistance. The Mission now believes it would
be appropriate to capitalize on new agribusiness opportunities that the SAP
has made available. These exist in the areas of private agricultural input
distribution, agro-processing, and the privatization of parastatal companies.

Ly
v



A dsueie carrel oapproach 65 envisioned: v Foud for Frogress  sapporoed
policy dialogue and <eif-heip measures formuilate] o refipe punlic poiloy and
further encourage liberalization of agricultural markets, and b} biliteral
technical assistance throuzh the Agribusiness Promotion project proposed tor
FY S1 authorization and start-up.

The provision of Title [ food commodities on a grant basis through an upgraded
program, such as Food for Progress, will be recognized by the GOM as a
significant, and highly appreciated, action on the part of the U.S5.G.. The
mission believes that this action, together with a major bilateral program
thrust into the agribusiness subsector, will get and keep the attention
required of the GM to effect some of the changes needed to realize its
private sector approach to growth and development.

The specific self-help measures of the proposed Food for Progress program will
be developed over the next few months as the design of the Agribusiness
Promotion project progresses. The measures will be results oriented and
tightly integrated with the bilateral program, making progress assessment
easily verifiable.

At this time, USAID believes measures are likely to develop from the following
subject areas now under examination.

1. Privatization of parastatals affecting the agricultural sector (e.g.
seeds, fertilizer, and sugar mills).

2. Removal of restrictions on entry and production in the crushing and
refining portions of the edible oils industry.

3. Decontrol of the livestock feed industry (e.g. meal).
The commodity mix for 1991 will be negotiated as usual. At this time, the
following commodities and quantities would appear appropriate: Soybeans,
10,000 MT, $2 million; vegetable oil, 35,000 MT, $18 million; and, wheat,
101,000 MT, $15 million.

To put the program in place in FY 1991, the following schedule is proposed:

- Conduct of Agribusiness Subsector Assessment, July 1990;
- Determination of commodity mix, UMR,

Bellmon Certification, October 1990;
- Submission of full Food for Progress proposal,

including self-help measures, November 1990;
- Program Agreement signed, January 1991,



DEVELOPMENT POLICY REFCRM FROGAM

a., Froject No.: 608-0210
Froject Title: Agribusiness Promotion
b. FProject Funding for FY 1991: $10 million
[Tfe of Project Cost: $10 million
LOP 7 years
c. Source of Funding: DPRP

d. Backg round:

The Government of Morocco (GOM), with support from the IBRD and the IMF,
launched a wide-ranging Structural Adjustment Program {SAP) in 1983. The SAP
was designed to effect deep policy reforms in an economy that had become
over-indebted, and, due to excessive regulation, preemption by parastatals,
and closed door trading policies, uncompetitive,

At the present time, the beneficial effects of policy reforms are beginning to
manifest themselves, and new opportunities are present for private business,
Many of these opportunities are in agribusiness.

USAID/Morocco has been consistently supportive of the GOM's SAP through
adjustments in its program/project interventions, and especially through the
provision of substantial PL 480 assistance. The Mission now believes it would
be appropriate to capitalize on new agribusiness opportunities that the SAP
has made available., These exist in the area of private agricultural input
distribution, agro-processing, and the privatization of parastatal companies.

The Mission further believes that AID resources can be leveraged to bring US
agribusiness skills to bear in Morocco. The result will be to enhance
US-Moroccan business links, and accelerate GDP growth in the agribusiness
sector, Additional benefits will include accelerated growth of agricultural
production (due to improvements in inputs supply and marketing opportunities
for farm produce) and joint ventures between US and Moroccan companies, which
will serve to enhance long term commercial relations between the two countries,

e. Purpose and Objectives

USAID proposes a double barrel approach of bilateral project assistance and PL

- 480 Food for Peace self-help measures to accelerate growth in the agribusiness
subsector. An important parallel purpose of the program will be to foster
long term trade and business linkages between U.S. and Moroccan firmms.

The objectives of the bilateral Agribusiness Promotion Project (APP) will be
to improve the efficiency and performance of various components of the
agribusiness subsector through offering the subsector U.S. technical
assistance, trade/business linkages, and investment promotion. APP will work
with the following components and/or aspects of the agribusiness subsector:

/5



1. Input Suppiv and Marketing, and Privite sSeltor bxtension

It is generally recognized that the US has one of the most etticlient
agricultural input supply svstems in the world, and that this system is also
responsible for most 'effective extension” leading to technical change, The
GUM's recent liberalization of input distribution has created many
opportunities in this area. Among them are input supply by small rural
entrepreneurs, and in the wholesale distribution system that serves them.

2. Post Harvest Handling, Assemblage and Sourcing

As Morocco's agribusiness subsector becomes more sophisticated,
demands will develop for improved handling of products, new methods of
assemblage and innovation in farm marketing. Progress in these areas will
increase the overall productivity of the subsector, and render it more
internationally competitive. In certain cases, appropriate technical
assistance may be directed toward improved post harvest handling. Similarly,
Moroccan agribusiness fimms are likely to exhibit a strong interest in more
efficient assemblage techniques and sourcing (eg. contract famming), in order
to improve the reliability of supplies. US agribusiness excels in these areas
?{ld will be able to provide invaluable assistance to counterpart Moroccan
irms.

3. Product Conditioning and Processing

Morocco has already made an excellent start in this area,
garticularly, for citrus, and for processed food products which account for
5% of all agricultural exports. Nonetheless, the probability of higher
barriers for Moroccan products in the EEC after 1992, and increased
competition from other suppliers (i.e. Tunisia, Egypt, and Turkey) will
require Moroccans to improve product quality and productivity for growth to
continue. Having a food processing industry recognized as the most efficient
in the world, US assistance can be brought to bear for technology, methods,
and equipment.

4. Marketing

Success for an agro-processing firm is conditioned not only by
producing a superior product at a competitive price, but also by having
sufficient marketing resources to assure final product sale. With competition
for export sales generally increasing, Moroccan fims will have to become more
sophisticated in responding to market demands and in identifying niche markets
where Morocco has a unique advantage. As Morocco's population itself becomes
better educated and more urbanized, demand for improved domestic products will
also increase. The Moroccan agro-processing industry will be relied upon to
meet these requirements.

5. Trade and Investment

The project will facilitate actions by U.S. agribusiness in areas
offering particularly attractive long term trade opportunities, Areas for
project intervention will be defined during the design process.



o, Policy Implementation

3. Privatization

The Govermment of Morocco has decided to privatize a sizeable numver
of state-owned enterprises in the agribusiness subsector. In some cases, the
GOM requires outside expertise to implement the privatization process. APP
will provide a means by which USAID may assist the GOM upon their request for
such assistance,

b. Regulatory Environment

While the GOM has made considerable progress in improving the overail
policy environment for the agribusiness subsector, there has been less
progress in improving the regulatory environment, which often has the most
direct impact on private agribusiness. APP will work with private Moroccan
agribusiness to assure regulatory changes supportive of overall GOM goals for
privatization and growth of private agribusiness.

7. Policy Reform

Given the dynamic nature of the policy formulation process, and that
Morocco has only recently emerged from a policy environment favoring direct
state intervention in agribusiness, there remain areas where USAID assistance
directed toward agribusiness subsector policy reform will be important in
improving the overall policy enviromment for the subsector. [t is proposed
that APP work in tandem with a PL 480 Food for Peace commodity grant program
in pursuing economic reforms important for the success of the agribusiness
subsector. APP will work with private agribusiness and trade and commodity
associations in identifying areas where analytical work and policy dialogue
are required.

£. Relation to Program Objectives

USAID is developing its program strategy for the 1990s in accordance with the
ANE Bureau objective of open markets and open sSocieties. At the same time
USAID seeks to achieve the greatest positive impact on economic growth for
every dollar invested, The agribusiness subsector of Morocco's econcmy is
ripe for investment and promises significant positive returns. The proposed
roject investment takes a private sector approach to effecting change and
improving productivity, Project impact will be sustained so long as any
backsliding on market liberalization is avoided and the environment remains
conducive to private initiative and investment. The Agribusiness Promotion
Project thus contributes to Mission strategic objectives as now being devised
for the 1990s. It is expected to be active at the core of the Mission's
portfolio through much of the new decade. -

g§. Potential Significance

APP will be implemented during a period of rapid change and transition in the
Moroccan business environment. Consequently, APP will be able to: (a)
capitalize on newly developing opportunities in the agribusiness subsector,
especially as they relate to U.S.-Moroccan trade, and {b) accelerate.GDP
growth in the subsector by providing U.S. expertise and material support in a

tinelg manner. USAID estimates that about 12 percent of Morocco's GDP is now
attributable to agribusiness. A growth rate of as much as 7 percent annually
is realistic for the agribusiness subsector through the 1990s.

/27



N Approach to Implerentation

At the present time, IISAID/Rabat envisions implementation of APP through 1
private U.S. contractor interfacing primarily with private Moroccan trade and
commodity associations. For policy reform and implementation aspects of APP,
interfacing with appropriate GOM Ministries will be necessary.

i. Perceived Sustainability

APP will not support the expansion of any GOM institutions. Consequently,
the effect of the project on recurrent costs will be nil. In addition to
accelerating growth in the agribusiness subsector, APP will contribute to the
formation of long-term U.S./Moroccan business linkages. So long as profits
can be gained, private business activity will be sustained.

j. Inputs
1. USAID

AID inputs for APP will likely consist of short and long-term
technical assistance, commodities (especially for demonstration), seminars,
expositions, and short-term training, US site visits, and possibly at some
future date, financial resources for particularly promising areas of trade
developaent, :

2. Private Moroccan

Moroccan trade and commodity associations will be the project's
primary counterparts, and will provide the project with data,
conference/seminar/exposition  facilities, contacts in the Moroccan
agribusiness community, and, as appropriate, facilitate project actions that
require GOM approvals,

In addition, private Moroccan business will be expected to contribute,
through ¢ost-sharing agreements, a portion of the expenses for TDY consultants
from whom they derive a direct benefit.

3. Private U,S,

US companies having an active interest in expanding their
international horizons are expected to provide a number of inputs free of
charge. These may include participation in seminars, conferences and
expositions, and provision of basic data.

It is expected that project actions will contribute to forming close
links between US and Moroccan agribusiness. In some cases, these may lead to
joint ventures. While project actions may have been instrumental in forming
the initial linkages, US and Moroccan private business will share the costs of
arranging long term joint ventures.

k. Beneficiaries

The project's direct beneficiaries will be US and Moroccan businesses which
expand their international opportunities, and improve their efficlency an

general business condition.



[ndirectly, Moroccan consumers and farmers, and agro-industry wole@is al ..
also benefit; consumers through the increased availabilitv, 4t Zoapetlici,e
prices, of a wider array of food products; farmers through timproved input
delivery svstems and ancillary technelogy; and, workers througn more securs:
and productive employment in a more competitive agribusiness industry.

1. Project Financing

1. Budget (7 years)

LT/TA $1,500,000
ST/TA $4,000,000
Seminars, Conferences $750,000

and Expositions
‘Site visits $750,000
Commodities $3,000,000
$10,000,000

2. DPRP funding

APP will seek to capitalize on an evolving policy and business
environment. USAID's best means of demonstrating solid support for the GOM's
program of policy reform and accelerated economic growth will be to finance
APP through the resources of the Development Policy Reform Program. The G(M
follows the U.S. foreign aid appropriation process closely, and will
agpreciate the administrative allocation of discretionary resources on top of
the regular QYB. - :

The DA portion of the FY 91 and FY 92 planned budgets is heavily
mortgaged. Assuming the authorization and start-up of the Health Financing
(608-0207) project in FY 91, no excess DA resources exist for the initial
funding of the proposed Agribusiness Promotion (608-0210) project. The
alternative to DPRP funding is then ESF. Any obligation of ESF to

ribusiness Promotion in FY 91 will necessitate a Mission budget review and
displacement of funds from other worthy project activities,

m, Schedule
July 1990: Conduct of Agribusiness Subsector Assessment

Sept. 1990: Submission of PID to AID/W
January 1991: PP Design Team in-country

March 1991 Project approved
May 1991: Project obligated
June 1991: PIO/T issued

RFP issued
Aug, 1991: Contractor selected

Sept. 1991: Project Activities Commence
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FRIVATIZATION PLAN

UPDATE OF MOROCCAN PROGRESS ON PRIVATIZATION

Government circles within Morocco have debated for some ten years the merits
of divestiture of government holdings in nearly 700 fims. This process of
dialogue culminated in December 1989 in the passage by Parliament of Morocco's
rivatization law which specifies seventy-four enterprises and thirty-seven
otel holdings to be privatized and sets a six year deadline for so doing.
Divestiture will either be accomplished through sale of shares on the
Casablanca stock exchange, or request for bids, sale to current management and
or employees, or a combination of these, or, in exceptional circumstances,
private placement. The law further stipulates that the formation of any new
public sector enterprise will have to be approved by the Government directly,
thereby directly attacking the problem over the past twenty years of the
spawning of a large number of public enterprises as subsidiaries of existing
ones.,

Under the law, two high level committees are to be formed to oversee  the
process of privatization: an intemministerial commission to insure
intergovernmental coordination among ministries and an independent evaluation
comittee to be comprised of individuals chosen for their business judgement
and charged with determining minimum sale prices, setting any legal or
financial conditions for a sale, and any other special conditions related to
achieving the law's objectives regarding promoting widespread share ownership,
including that of employees, regionalization, and employment growth. Tﬁe
Ministry of Economic Affairs has been charged with responsibility for the
privatization process and the Ministry has reorganized itself creating
divisions responsible for such functions as planning and strategy development,
evaluation of firm's assets, and implementation of sales. Implementing
regulations putting into place the detailed procedures for privatization are
under review and are expected to enter into force in the very near future.

The amended budget for 1990 forecasts that privatization will generate some
$50 million in receipts for the government in 1990, thereby exerting pressure
on the Ministry of Economic Affairs and Privatization to begin implementation
of privatization this calendar year. The 111 holdings slated for
privatization include state owned firms that have dominant positions in
important subsectors of the economy. For example, the parastatals COMAGRI,
SONACOS, and COMAPRA have dominant roles in fertilizer, improved cereal seed,
and other agricultural input distribution as well as in oilseed marketing.
The goverrment-controlled Banque Central Populaire and Banque Marocaine du
Commerce Exterieur together account for 36% of bank deposits. The mining
enterprises to be privatized account for nearly 60% of total mining production
(excluding phosphates); CELUMA accounts for roughly half of cellulose
production. Other state holdings dominate Moroccan machine tool, steei,
foundry and auto assembly industries.



rrivatization of government corporate holdings will stimulate Jevelopment .t
Morocco's stock market. Proposals to reform laws affecting the operation ot
the Casablanca stock exchange have been drafted, and revisions to Morocco's
accounting standards are being developed.

The Moroccan privatization program to date has been largely designed and

initiated by the GOM staff. It appears that other donors have been little
involved so far.

PROGRESS MADE IN IMPLEMENTING USAID PRIVATIZATION ACTIVITIES

To bolster capacities to design and implement policy reform as part ot
Morocco's structural adjustment, USAID has assisted the Ministry of Economic
Affairs through the provision of two long-term resident economist advisors to
the Price Directorate. One of these advisors is now working with the
Ministry's privatization staff, assisting them in developing the Ministry's
detailed plans for privatization. The Center for Privatization has provided
the Mission with background information useful to the Ministry.

At the Government's request, USAID/Morocco is recruiting technical assistance
to the Ministry of Finance, the government body which has broad oversight
responsibilities for capital market development in Morocco, to conduct an
expert diagnostic of the current operations of the stock market and of
proposed reforms. The objectives of such technical assistance is to bring the
experience of other countries in capital market development to bear on the
development of proposals to revitalize the Casablanca stock exchange.

Training of GOM officials at AID sponsored privatization seminars in
Washington has continued on a regular basis. Eight GOM officials attended AID
privatization conferences in Washington during 1989.

FY 1991 AND FY 1992 ACTIVITIES

The GOM continues to express a preference for multilateral assistance in the
sensitive subject area of privatization, Whereas the Mission's efforts in the
past for direct involvement had been frustrated by the G(M's reluctance to
accept other than minor ad hoc assistance, prospects are improving for
meaningful involvement in a GOM program which is expected to develop during
the coming year.

The Ministry of Economic Affairs and Privatization has requested that
USAID/Morocco furnish a resident long term economic advisor to help analyse
issues related to privatization. This request has been agreed to and such
technical assistance will be furnished under USAID/Morocco's Economic Policy
Analysis Support Project. It is anticipated that additional requests may be
transmitted for assistance in completing evaluations of fimms to be privatized
and for consultancies on techniques of privatization. In any such cases,
responses to requests will be programmed under the Mission's Economic Policy
Analysis Support Project. Follow on work may also develop from the stock
market diagnostic expected to be completed in FY 1991; such work would also be
programmed under the Economic Policy Analysis Support Project.



Planning continues t£or virious activities which will increase private sector
involvement in a number of areas such as agriculture and municipal services.

Privatization in agriculture is a possible element of a planned agribusiness
intervention. Opportunities for USAID assistance in this subject area are
being assessed in the preliminary stages of PID development. Through USAID's
involvement in the Tetouan Urban Development project and housing loan
guarantee, USAID is promoting the municipality's investigation into the
private provision of typically publicly provided services. Community bread
ovens and garbage collection are candidate services to be studied.

PROPOSED STRATEGY

Mission strategy is to remain alert to developments within the GOM, to
maintain regular contact with MEA and other GOM offices where respons1b111t1es
and interests relate to privatization, and to make optimum use of existing
resources, such as the Economic Policy Analysis project, in responding to GOM
requests for assistance.





