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A. SUMMARY

Morocco's state-owned enterprise sector comprises some 700 tirms
whose production contributes about 17' ot GOP. Theso state
enterprises first originated during the French Protectorate but
their number qreatly proliferated during the 1970's following the
Moroccanization of foreign owned firms, al'd the government's
drive to insure that certa!!l i~port SUbstitution industries were
established. Some portfolio divestitures, liquidations, and
demonopolizations (for example of municipal bus monopolies) ware.
carried out during the 1900's. Hovever, privatization vas not
conc:eived as 4 central part of Morocco's structural adjustment
effort.

In 1988, frustrated by the lack of a formal privatization policy
and seeing privatization as an essential component for empowering
the private sector, the King dedicated bis opening speech to
Parliament to privatization. A formal Privatization Law w,.."
passed in late UU.,....,.pllO~,i.Qg...,'uua' .."._.ooenm,..,._Id*~
privatized and setting forth the procedures to be 'lClillOwed f
privatization. tn brief the Privathation Lay and t.pl...nti
decrees £':'tablish the Ministry of Economic Affairs a
Privatization (HEAP) as the implementing agency,., ~w~.~,
Evaluation A~thority to set the 1I1nblUlll price 'tor wf{!ch'''a-''sta'.....
holding may be sold, and authorize divestiture to take place via
request tor bids, Bale through financial .arketB, a combination
of ty,)th, or, in prescribflcl clrcwastances, by direct sale. The
112 enterprises to be privatized account for about 6' of GOP,
have an estimated n~t worth of $1. 7 billion, and employ some
36,000 persons. They include Morocco's largest commaroial banks
and other financial institutions, major firms in the cement,
pulp, automobile assembly, and textile industries, parastatals
engaged in agricultural input distribution and produce mark~ting,

seven sugar millS, and 37 hotel properties.

Implementation of the Government's privatization proqram is
estimated to cost between $90 and $120 million, includinq sOJIIe
$20 million in snterprise restructuring costs. The array of
likely benefits far outdistance these implementation costs.
First, from a simple financial viewpoint, sale of the state-owned
enterprige portfolio will increase Government reven'QU,! ..,,,~.. "~.t:- .
worth of this portfolio stcod at DR 14 .~, til1.1ion·'O:CSP.......som.',·,,$:(1;:''6
billion in 1989, and qiven the good condition of much oftbe
portfolio, privatilatlon''4IhCNld"' result ift.....~VI'Kue~~IIlt.-......iIIII.l(llHII!..
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Further, privatization will have positive effects in reducing
state transf.~rs to atste-owned enteprises, such transfers were
estimated at DR ".1 hillion per annWi in the .arly 1980's. The.e
are macroeconomic benefit. ,a. they will reduoe the Government's
borrowing requirement, thus freeing resources for m9ra productivQ
private sector investment.

From an efficiency viewpoint, the benetits fr()m the privatization
progru will be very substantial. With privatizatton of holding
companies amonq the 112 state-owned enterpriIBe. and subaicUaries
and croes-holdings, as many as 300 SOEs may be privatized when
the pr~ram 1& completed.. Privatization ot these firms will
eliminate mandatory sourcing requiroaments from state-owned firms,
built··in inefficiencies due to .tate mnnafiement, discril1linatory
favorable financing and other distortions trom market practice,
and will thus create suustantial positive efficiency benefits
throughout the economy. Such gains from privatization will
likely be most significant in the financial, hotel, and sugar
industri~s, but given the large size and diversity, o,t hol~~pgs
in the mB nUfacturing industry, substantial ben.t1~ trqll improved
operations are 1J lcely to accrue across the industrial' sector.
Overall labor displacements tro. privatization are expected to
total some 4-7' of the workforce ot the 112 firms. A aor.
dynamic financial sector as a re9ult of privatization and
financial market reform will produce, in the medium term, a
possible doubling or '~riplinCl ot employment in that SGctor.
Privatization of hotels will stimulate desperately needed new
foreiqn inve8~~...~,\.J;M.\·""""""""~~"'~F,~·~t""i'"''''''~''' =-earnings, currently accountlnq~-for6' of GDP. In the sugar and ~
agriCUltural input supply sectors, privatization will bring tar -
hlgher competitivity to the sectors, reducinq current market
distortions.

'j....,........ v.":lt>< .... '

The role of the Ministry of Economic Affairs and Privatization
(~P) will essentially be ~o aoni~or and aanaq. the process of
privatization. It will contract out for accounting, audit,
investment banking, and promotional work needed to complete the
actual privatization transactions. For larger and more complex
privatizations, recourse will need to be made to foreign
expertise for audits and investment banking service.. The
fO-reign and local currency cost for completinq the GOvernment's
1=,rhatization program is estimated between $90 and $110 million,
including some $20 million in enterprise restructuring. While
other donors are actively supporting the privatization effort,
their current commitments total only $5.1 million, tar short of
what is needed.

Privatization Sector Assistance will be the largest donor'p;Oqram
in support of the Government's privatization~e.. ff rts. It will
motivate the Government to move expeditiousl:r .o.~ t~:.,.>;..~
privatization proqraa and will furnish -1' . fiil'*'l"
technical assistance resources required to do so. The sector _
allsistant::e will 'COIIJ)rl••,·_ _·~ ·_ ,., .•__., ·.1 "t'_~~...,.,.

$20 million in non-project assistance to be disbursed in
thrlite tranchesl .• fJ.rat,-trancbe·of $" Ilil1iOD~1ll.MIODd.~....... ·.·/·
tranche of $6 million, and a third tranche of $10 million.
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$5 million in dollar funding to provide a long-term
advisor, short-tara tran.aetion. related a••istance, other
short-tera technical a.aiatane. and trainincj, and
evaluation and audit aarvice~.

It ia expected that the first tranche of $4 .iilion will be
disbursed soon after signing the Progralm Grant Agre01llent and vill
provide essential seed funds for accelerating implementation and
initiating pro.otional activiti... Thi. tranChe will be
concUtioned on COIIpletion of audit. for 8 enterpri.e., COJIPletion
of evaluatioJls tor" enterprises, and initiating the sale process
tor 2 enterprises. In addition to these transaction related
requirements, first tranche relea•• will be conditioned upon
submitting (i) a plan for a promotional and educational campaign
on share ownership and (ii) a plan identifying possible measures
to promote broader pUblic share ownership and showing A schedul9
for their study and review. Disbursement ot the first tranche
aJ..so gives recognition to Morocco's very substantial achievements
in eatablishing the ~rivat1zationproc:P.='aJIl and putting into placr~,.,.. '.
the necessar./ institutional strueture to carry it out. " ':'

The second trancho of $6.0 .iUion vl11 be disbursed after a
cumUlative total of 24 enterprises have had audit. complete4, a
cumUlative total of 16 firms have had evaluations completed, a
cumUlative total of 10 enterprises have had aales processes
initiated, litnd a cWiulative total Of 6 ent:erpr.hl88 have bean
transferred. No .ore than two of ~le completed privatizations

:{l~:a~~ren=~i:~~=~'~~=v~l:~="o~~\t'~"""'~r-
transfers will have been co~leted via the .tock exchange or a
public stock Offering.

In addition to these transactlon.-relat~ req1ilruents';:" the
promotianal and educational campaign on share ownership will have
begun, the studies ide.",tltlect a. nece.suy tor broa~er .hare
ownership will have been cOJllpletec:l, USAID and the HEAP vill have
aqreed on a nWllber ot measures In this area to be initiated prior
to second tranche release and a stUdy reviewing the means by
Which privatization efforts will be continued after the present
program will have been completed. Other conditions vill require
the GOM to maintain a competitive market environment for
industries affected by privatization, to abstain from actions to
increase the level of protection atfo~ded to industries in which
firms will be privatized, to avoid actions imPeding aarket entry
for new producers and industries affected by privatization, to
take necessary actions such that impl..entation of the
privatization program leads to an increase in share ownership an~

to maintain the bUdqet allocation to the HEAP tor privatizatio,n
at least its currenr level. . .

The third tranche ot $10 .1111on will be dt.msrsea';'~·;~it~y.·-a .
cumulative total of 44 enterprises have had aUdits cO~f!~,d, a ~
CUIlulative tout'''ot ·3.-"'f'tlI18~baw·"ha'Cf....-val1i.U'6DIi""'·~£a~"",··t.,-,_.,

cumulative total of 34 enterprises have had sales processes
initiated, and a cumulative total of 28 privatizations has been
achievad. Of these coapleted,.·-41vutitur..,.· .flO.o,,-.on~ ........'x·._..,..

-,

. ..... ;~...

3 _-.. . ~.; ..



...

.J

shall represent small enterprises or hotels and six completed
transactions ahall be large enterprise.. In addit:Lon, a minimwa
of eight enterprises ahall have been transferred via the stock
Gxchango or a public atock offering•

In addition to th~s. transactions-related oondition., other
Dleasures will be required to have been put into pillce to promote
broader pUblic share ownership. DiscuBsions will be held after
the disbursement o~ the second tranche as to what measures in
this area will be required tor dlsburs..ent Clf the 1Chlrd tranche.
The HEAP will also be required to furnhh a plan and schedule to
demonstrato how privatization will be completed for the remaining
enterprises. The second tranche conditions on maintaining a
market environment, share ownership and privatization budget
levels will also apply to the third tranche.

Prior to the second and third disbursements there liill be audits
of the dollar and local currency programs and a H}~/AID review
of the implementation of the program and progress 1;oward meeting
its ob'ectives.

At the time o~ third tranche release, the GOM wil! bave completed
at least 28 actual privatizations and started the privatization
process for at least 16 others. Hence, by the 'time of third
tranche disbursement, the privatization process wJ,ll have bequn
for 40' of the eligible 112 firms.

----I
r
~

I'­.-

.-
The cash trana(N;,....4101Iu. tro. eaem. «P:...._""iJJ,;~M..~t_i!.""'lt'fflJl4,.
into a Separate Account in Morocco' s Central Banlt and will be .
used to reimburse the Central Bank :or foreign oxc!llange provided
to settle letters of credit opened by Moroccan priv~lte sector and
certain public sector firms for import of U.S. 80Ul7ce and origin
m~ch~di". . .

Concurrently with the deposit of dollars in th. SePilrat8 Account,
the Government will be required to deposit coun~erpart: dirhams
in a Special Local CUrrency Account. This counterpart will be
used for off-budget lc,c~l currency expenses related to
privatization, such as payment to Horoccan firms for aUdits and
evaluations of tirms to be privatized, ~etraining programs for
workers displaced by privatization, restructurings, prospectus
preparation, publicity campaigns on share ownershlp.

u.S. technical assistance and support will be essential to help
the HEAP carry out the overall privatization program, implement ~~.:..~
specific transactions and deal with particular issues. A long-
term advisor, short-term transactions assistance, other ~bort-

term technical assistance, policy stUdies, environmental
assistance, limited commodities and training will t~ provided to
the HEAP. Most. of this assistance will be pr~!Kl1 via a b\Jy~.j,JL..
and an .1nstitut:lonal contract with firms worktmj··!it··prlbt:~!"'~'·
assistance. IQCs/buy-ins for policy stUdies a:nd the PRIDE =
project: for envirollll8nt:al assistance vl11·~alM......'tit:'I1.11""-"'~I"
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The project Committee recommends:

Hission approval of this $25 million Privatization Sector
Assistance PAADi

FY 199~ authorization of grant funds of $4 .ll1ion for the
first tranche of the sector assistance grant; and

FY 1992 authorization of $5 million in grant fund. tor the
technical aseistance component ot the prograa.

A further $16 million in grant funds tor the second and third
tranches of the sector assistance may be subsequently authorized
if warranted.

Il: • BCONOMIC rRAIIBWORJt

-
L

A. MOROCCO'S STATE-OWNED ENTERPRISE SECTOR 1

-
-~.

.,

Morocco' 3 pUblic enterpriso porttolio fjrev out ot ooionial
policies during the French Protectorate (1912-1956). The••
policies aimed at controlling important sectors ot the economy
includinq natural resources and part of trade. Thus,"" t:he
Cherifian Phosphate Office (OCP) and the Mining Research and
Holding Board (BRPH), two of the largest and most uportant
public firms, were created in 1920 and 1928, respectively.

~i::~ew~:e=:ae~h,·~:t:.'''~t~~~:=e~~:~'''''··'o~
public enterprise creation accelerated, and it particularly _
intensified in the 1970s, led by a state-led and inward 8cono.ic
strategy adopted by the Government. Public involvement in thea
t~nancinq of larqe capital-intensive liidustries";- such'as·'.feel;'
fertilizer, heavy engineering, basic chemicals and petrochnicals

increased as they were couidereel to be· ,theoo.re;;"ot
industrialization. This period witnessed notably the creation
of the Office pour Ie DeveloppJ:lent Industriel (ODI) (1973), which
developed into a holding group with investments in over 80 wholly
Clr partly state-owned onterprises, as well as industrial concernc
in chemical products (Maroc Chimie, 1973; Maroa Phosphore, '1973)
and steel (Societe Nationale de siderurgie, 1973). At the .ame
time the "Moroccanization" of foreign enterprises initiated by
a 1973 law sought to reverse the build-Up o~ toreign capital
interests considered to be incompatible with the prevailinq
strategy.

The growth in absolute numbers of pUblic enterprises in~e
1970's also reflected a tendency by existing pUblic enterprises
to spin off SUbsidiaries, often to escape the heavy financial \

'.' ,1~\lAU<iI~.I.t:l""'~'

to IClngcb, of Morocco, Mlnl.try of Ec~lc Aff.lr. IIld PrIYltfz.tlon. tI!orocco"
f.l:lntlzetlon Str'tegy", RtblIt. 1990.

b. InterrlltfCNt MonIV Flnt, "IIon!ceO. I!ctI!t lCOIlOIIfC! ptytll!1liW't'rtIiRI~--- ...,..,···,..·,,_
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controls exercised over their operations by central Government
authorities. Proa 1973 to 1977, 92' of newly created public
enterprisos were subsidiaries of existinq ones. stUl lIore
growth came froB Government invaataent banks or finance coaponi....
that took minority shares in private ventures with,the intention
of redeeming the sheree, one. the companies had shown the
capacity to survive, and reinvesting the prooeeds in new
ventures. Such "rolling privatization" of Government shares
lagged far behind expectations, with the result that the public
sector portfolio continued to gTow.

In total, the number of enterprises in Which the state
participated either directly or indirectly grew by approximately L

75' percent over the 1970s, and reached a total of some 700 at
end-1985. Economically, these enterprises currently account for:

17' of Gross Domestic Product (GOP);
- 25' of Gross Fixed Capital Formation (GFCF);
- 17' of national employment; and

27' of wages and ~alari.s.

The public enterprise contribution to different sector. of the
economy varies widely. In 80me sectors, such as .ining &nd
energy, they account for more than 90' of sectoral V~lU8 added.
In other sectors, such as trade and agriCUlture, they play a
minimal role, accountinq for less than .., of sectoral value
added.

B.

Since 1983, the year Which marks the commencement of Morocco's
structural adjustment program, Morocco has entezed into. five
Stand-by Agreements wi~ the IMP '(of Which one was cancelea) and
seven structural adjustment loan aqr;eements with the World Bank.
Morocco's debt to Government. has been rescheduled by ti1ePari.
Club five time., and its commercial debt three tia... Throuqh
the financial support furnished by these agreements, Morocco has
undertaken ~ major program of reform designed to open and make
the econom~ more competitive, increase economic efficiency by
removing factor and product pricing distortions, boost exports,
reduce the Gover.nment deficit and improve financial market
intermediation. In broad outline, the most important actions
under this reform program have been in the following areas:

Trade. Foreign Exchange and Inyestment Liberalization.
In 1983 quantitative restrictions covered over 60' of
the value of importe; now only 10' of import value",i.
SUbject to import licensing. Further, applications _
for import licenses are prqcessed much more quickly. ~

As a re.ult"of a major ta'riff,r..(gJ;Jl..J!".•tIa.~H•. , '.,;,.. ' ­
tarlfr 'level 'has dropped' fr01l''''!tt'''''''I1rl~nw!we;v,w;>,J,"....,.,..,~
1988, and the dispersion of rates amonq tariff items
ha....b8ft'..·red\lcec!. ·"~'J"'!1I1nq·_l'f'J·"~"'.ft'tIV~~"'~
committed to freeze a number of these tariffs at their
current reduced level. Imports under these bound
iteu accounted, ,for" ,30t·"0',,, ~~·<Qlue'·of-.ilorooaan'<;i-'"'

6,
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imports in 1987. Payments centrols on transfers for
busine••, .edical, ana stud.nt traval have been
relaxed; Horoccanll worklnq overseas lIlay now open
convertible dirham accounts wit~ no minimum deposit.

,Repatriation ot earninqs and capital . trOll foreiqrl
investment 1n Morocco has been guaranteed, and
exchanqe control procedures for 8ucb transters
relaxed. In order to further attract foreign
investment, Morocco recently abrogated the 1973
Moroccanizatioll lav which had liJaite4 foreign
investors to a .9' share of ownership in enterprises
in designated sectors.

Increasing Economic Efficiency by Remoying Product and
Factor Pricing Market Distortions. Price controls on
a wide variety of products have been lifted. Prior
subsidies on petroleum, butter and milk, and cement
have been eliminated. Furthermore, prices of
subsidized inputs to agriculture such as fertilizer
and irriqation water have been progres.ively raised.
Cost recovery levels for the regional irll'igation
aqancies rose to 66' in 1988 VIS. 47' in 1983. ,In a
move to proJDoto ).;ure labor rather than capital
intensive investment and stem revenue losses,
investment incentives for non-export industries have
been reduced. Tax holiday periods are now lillited to
five rather than ten years and the corporate income

~:f!:~~~;:e~~c~~~~i-rr1'~~~~:tt:~~~~~W'ki~~:"'...
rouqhly 10' in the middle 1980 l s to the current 3' ~

plus sligbt upward interest rate adjustment. have
resulted in strongly positive real rates of interest,
ending what had been • period o~neqat:ive real
interest rates and capital subsidization. In
COmbination with 'trade liberaliz.tion,th....e.sure.
have forced Moroccan agriculture and indwatry to bo
more competitive and have insured that price signals
received by investors and producers more closely
reflect economic costs and benefits.

-
~

~.

Export Promotion. Between 1983 and 1990, the Morocr-an
dirham has been devalued by some 24' in real effective
terms. The most recent devaluation ot 9.25' was taken
in May 1990. In addition, reduced levels of import
protection have eliminated a previous bias towards
import SUbstitution. Export taxes and licensing
requirements bave, with four exceptions, been
eliminated. In4irect as well as direct exporters bawJ
been Jlade eliqible for duty-free entry of inputa.
Finally, preferential terJIS have been extencled tor
export credit with the central Bank ready to "n'!:hlllnce
such credits on generous terms.

Reform of Public Finances. On the revenue side, a
majcr structural change has been instituted, with
Govuonment now· a.. dependent. GA ..•" ............'''''••.•
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,. reoult of tradQ liberalization and the overall
reduction in tarift level. • Moreover, a V6!lue-addad'
tax hall been introduced replaoing a tormer salee tax.
The corporate income tax rata haQ bQQn rQdug~ from
48' to 40', and the threshold for personal income t~x
raised from DR e,400 to DR 12,000 with the IUlximwa tax
rata reduced from 60' to 52'. The general inco.e ~ax
is to cover not only wage and salary ir4come but
dividend, real e~tate, and other categories of incOBu
beginning in 1991, and filinq requir..ent. have bean
tightened.

On the expenditure side. subsidies have been sharply
reduced. A ceiling on the amount of "national flour"
to be subsidized is set at 1.0 million tons ~s againGt
1.6 million tons in the mid-1980's. nUdget transfers
to autonomous public enterprises, in particular the
regional agricultural development entithls and the
national water, railwllly, and electricit~~u.~oriti~!'f\'"
have been re<.\uced by :.ore than 25' froa ·••~.;pU:2¢9'
billion in 1982 to a ClUrrent level of rougblyDH 2.1'
billion. As a result ot annual tariff incr.~8e., the,
authorities' degree ot .elf-tinancing i8 increasing•
Theae authorities are targeted to provide a deBignated
portion ot programmed investment needs trom their own
sources. Budgetary procedures have ben rotorBed, and
payment ,arrearage SUbstantially reduced. In addition,
to WW;•.",~r;laquate ,.u-Y"~Mt-;)f.~~!IYt~:"'~"­
housing, and hemlth, a Tarqe e<fc Invesblen'£"PiC:Mjiijl"l1u""c"" .
been agrilled to as part ot the World Bank' B structural -
Adjustluelrlt Loan.

Financiall Market Deyel~t. Until very reeentlYr-r
'''' .

the Moroc:can financial system was highly segmented and
1argG1y geared to securing finanCliDC,J ';,'. for.·· ,~ ...f""
Governme~~ deficit at 1e88 than aarket rate.. With
ceilings placed on ~rivate sector credit growth on a
bank by bank basis, competition among banks for
deposits lsnd for new clienta was limited. Starting in
1990, Morocco has undertaken a number of important
financial JI·arket reforms. Interest rate controls have
been SUbstantially liberalized; the ceiling8 on credit
growth have been elimina~ed; prudential requirements
have been stren9thened; and mandatory investments in
special, low paY'ing treasury bills have been reduced
for commercial banks from 35' to 32' of sight deposit
liabilities, and will be further reduced to 25'.
Recourse by the treasury tu special direct or indirect""
borrowing from the central bank has been curtailed,
~orcing the treasury tC?~c~ompete on a ..-rJt.~,}"'.i•.J.Q~. <h- :.',
fu..,dlnq. Companion.. ··· ·lIeasure. to"'pr~' ''''II.· ;,

development of Morocco's capital market inclUde an
overhaul- ····of· .. ·1:Il. -. ·leqal'-..truotUN·__rf~"""""""""'''·~
organization and operation of the stock exchange and
securities issuance. Draft laws moderhizing
accountinq standarc:la ancl.OU'tJ.f:1catioa~~aqui~nu~""w", _

8 ..~ ;-: .".' :
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for Ilccountants are also under uotive com \"';lrl\'.:.j on.

RECENT ECONOMIC PERFORMANCE
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During the pnst nine-year parioc:l of adjustJIent,. Morocco has
struggled through drought years, war in the Sahara, a locust
plague and staqnant world trade. Morocoo has nonethele••
improved its basic aconomic structure and laid the "-<.ls1s for
further economic qrowth. As a re8ult of Jts economic rafon
measures and debt reliet, Morocoo'. extern.1 po.ition t.proved
consid~rably between 1983 and 1992. Contrasted to balance of
payments current account deficits averaging $1.5 billion in the
late 1970·s and early 1980's and peaking at the equivalent of 13'
of GOP in 1982, Morocco has brought its current account deficit
to manageable levels, evon registering surpluses in 1987 and
1988.

Foreign exchange reserves hav~ built up from a low of only $62
million at the end of 1984 to $503 at the en4 of 1989, climbing
dramatically to $3,100 million at the .nd ot 1992. Key factor.
in the current account improvement have been the rapid expansion
of exports, up from $2.1 billion in 1983 to $4.3 billion in 1991,
representing an average annual increase of 9', and travel and
tourism receipts, up from $0.5 billion in 1983 to $1.2 billio.,
in 19~O, an average annual increase of 14'. Inflation levols
were reduced fro. double digit levels in the early 1980, to 3'
in 1988 and 1989, although in 1~90 and 1991, the rate of
inflation aocelu.te4 to.OIIe .7.!_....~."....:~oa~Aath~ ....._~\"'i*m-i't<."·
1982 and 1983, the budget deficit has been sharply reduced to 3'
of GDP.

D. PRIVATIZATION AND MOROCCO'S STRYCTURAL ADJU~~.·P,~~~.

Morocco's privatization program will be taking place after
certain key policy changes hay. been _de vbich .bould heiSt· to
insure success for the proqram. Firstly, all Moroccan industry
now faces far steeper competition from baports due to the
IGwering of tariff and non-tariff barriers. Secondly, barriers
to market entry bave been reduced, and restrictions on foreign
investment eliminated. Tb~s, new domestic and foreign business
may more easily enter into competition with existing firms. As
a consequence, the industries to be privatiZed will be forced to
compete in a more open market place. Because ot the fre~ entry
of imports in particular, there is very 11ttle chance that
privatization will result in giving privatized enterprise a
monopoly position in the supply of goods and services to the
economy.

The implementation of the privatization prograa is \ timed to
accompany a major push to reform and develoR.I9"rocco'., f~cd..IJ.
sector. Privatization offers a great oppOfturalt:y"1:o' c!ive1opM:"
Morocco's capital market, since one of the ..aaj_9~_~pediment8 to
further development or 'the CasabUnca 'j'f~'''''B1r~--h.

absence ot SUfficient publicly offered shares.

In addition, the privatization '''progr.. 'CIOInS ,.,..,.t; ... ""·t:iwe·,,...i ....··
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:'ot''''r::co's development whQn ~,h:, I"~ if,' "road con. :'11. ,'s that the
.Ll.:iwate .ector .uat take the .l..t..... in veneraUnq economio growth.
The privatization proqram con.tltut.~ an i.portent empoweraent
vf tba private sactor. By transferring a significant number of
state-owned entorprisec to the private seotor ~nd requiring
formal, prior authoriar'lt1.on tCir 'the creatian ot further stat.­
owned enterpriseR, t:rhli progru effectb'a.J)' remove. the threat
that the state will~~~ectl)' compet:e wit,. the private sector in
producing qoOOa al'1d servic.s. The progru thus open. new
opportunities for private .ector investment in area. that
previously were perceived to r ..main closed to private soctor
investment, becftuse of the ex18ting or potential threat of direct
competition trom the state.

AmOl1q the firms to be pri,atized are a number of parastatals that
have been heavily involvl3d in the uistribution ot agricultural
inputs and outputs. PrJ,vatization of these entities will thus
advance the Government's ~tLuctural adjustment proqram to reauce
Government intervention in input distribution and agricUltural
produce marketine;, " ' I.~,~ '. :i' ;~;(~i,t:ir.

. ..,A(~,1~;r;;;1~'!;l.c~, J

The privatization progru 18 also b.tended to si9nal to fore.t9n
investors that Morocco welcomes foreiqn investment. Morocco
expects to return to international creditworthiness in 1993,
ending a decade of periodic debt reschedulings. Even thouqh
Morocco will return to international capital aarkets for finance,
medium or long-term debt financing will be scarce and attraction

l:p~~~:~~~ ~~:='i~~t:~&:~:r=':;·;01~~ri~1_··~·(.
investors interesting opportunities for direct and, possibly,
portfolio investment.

The privatization program will also provide siqnlticIlI'itmJaqet
rasources to the Government. The FY 1992 BUdget projactsthat
Govel'lUllont receipta frca' privat1••t1on will. i:ot:al';DR ~{"liiOOO
million, equivalent to two percent of total revenues. Thi. new
revenue source should ease the strain of meeting GOvernJlent
bUdget deficit reduction targets. Rather than constituting an
actual or potential drain on the GOvernment budget, the state­
owned enterprises converted to private management and ownership
will likely improve their profit and contribute to a widening in
the Government's tax base. Tiqhter fiscal discipline is an
essential component of Morocco's structural adjustment program,
for a wideninq deficit would only serve to crowd out private
sector borrowing, with consequent adverse effacts on pri~ate
sector investment and employment.

Lastly, by transterrinq to the private sector own~r8bltrand
control of a major porti~n of the state-owned enterprises,
significant effioiency gains will be achieved thrOU~~t........t;b_~.:-,",
eC'Dnomy, and overall competition will be enhanced.'" ,,..\;1_,,

i
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In Horoc:co, privatization evolvclId 1.. 110' a di&llo:)(Jue tJoh the optimal
mix batwo&m public and privat;o SQCJt;orw to bring about .,tional
development that haa been going on t r at least 10 yo.."... Early
contributions to the policy dialoqu6 ~tem trom wnrk done In 1979
and 1980 under the Hiniater-Dtl1ogu.te in the service ot til". Prime
Minioter, Mr. Abdallatit' Joullhri, who, according to a circulal"
issued by the Pri.e Minister, was to "rethink the role ot' pUblic
enterprises as a privileged instrument of the econolll1o and
tinancial policy of the Government to contribute to the
realization ot development objectives. If He inventoried the
portt~lio, examined its actual and desired place in the economy,
and proposed many changes to atate-public enterprise relations.

The results of the study concentrated on revitalizing the pUblic
ent9rprises by reducing direct central Government controls over'
many of their actions. Privatization that transterred property
from the pUblic to the private sector was not recom~endedby the
Jouah.ri report. However, it urqed privatization of i the
management environment tor a Uaited nWllber !)t firma whiob"had.
no • priori justitication for being in the public porttolio.

One Jouahri report recommenda'tion waa put into etfect with the
creation of the Vigilance Committee i~ 1983. The Committee, made
up of the Hinisters of Financla, Economio Affaira, and Public
Works, was to help restruoture the relations between Government

~~:mf:::;~s -:aftr;:d~~f~~~~~~~n:::~~~f!t~J~'<
debate by bringing about a sorely needed tinancial overhaul of
the portfolio.

The otticial thinking on privatization wall also influence4"bYthe
Public Enterprise Restructuring Loan' (PERL). The World Bank
loaned $24U al1Uon to Ilorocoo in 1911 to .uppeR re.tru~1ng
ot publio enterpria@s. One ot PBRLS'. objectlv••, iJlprovinq
portfolio efficiency, was to be reached by developing a strategy
leading to a medium-term progrdm to divest the state of those
activities more effectively handled in the private sector. Funds
from the PERL were used to undertake a massive evaluation of the
Government portfolio with the intention of defining possible
privatization candidates and the core of non-privatizable firms.

---

'-

During the 1980s, While debate and stUdy commenced on the merits
of priva~ization, a number of aotual privatizations were carried
out. Demonopolization of legalllonopolies was employed with some
success as in the case of the large export service firm,
Marketing and. Export Office (Office de Commercialisation et
d I Exportation - OCE), ranked third nationzllly in sales in 1982.
After OCE' 8 monopoly on export. of oannee' food was reaove4 in
1984 and. that on citrus and fresh veqetablesln 1985; 'produceR',
cooperatives, and new private firms made up of former OCE staff

... -,~"'Wl('.__""""""~-"\"' ....""y-o"""~""~,,,,,., ,:,~,,;:~~~~~~~wJ*~--

,',

2
Th. _t.rl.L for thll .ectlon II bI.1d on: SluLnl.rl, Alfred H., ·PrlvotlzttloOl "grKco".
t9lJO. -, 'V.•• ' ,'~'" •• ""'-··~"l\tf1,,''''t':--..··~, ·,· -.-, , - , .,..~.~~.)f~Jv:..··"" ·v.·~ :.-, ..
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mspturod moat of the 4<Joncy'li burdnolllu - 4t a lower cost to
O'ICportcu:lI. Exr;'OI:t. d.td not lIutter, instead they continued to
oxp4nd. 'i.,"lW, OI,!1!: oporationll arlO sooled baok an".l Iuny ot itlll
agro-proc.Af'}ln9 liluba!dJ.ariQs ar~ slated for privat.iz.-t:..i.on.

Domonopolizotion ot urbarA tranllport eyste.s t.ook place in
Moroooo'lIJ major urban areas, beginninq with Callablanca (19015) and
Rabat-Salo (1986). Opening the prev!ouoly cloood markets to the
private seotor provided a sorely neodsl:l reliet to urb:t'n tranlilport
bOttlenecks and eUlllineted 101\9 vaits and overarowdiR9 by
dI'amlltloally increasinq the number. ot busses in oirculation.

starting in 1982 I' management oont1l:'8cts and leasing have bflsn
implementod in alm~st all Government-owned hotels. HovQver, by
tar the most important privatizations in Horocco to?k the torm
of portfolio restructurinq or divestment either of assots or of
subsidiaries of the major holding oompanies. Th98~ operations
were seen mainly as standard portfolio manaqernont practioe, not
as privatizations. The state-owned inveotlllGnt oOlllpany, ,7~ societe", ,I

Nationale d' Investisseme1l'lt (8NI) has le4 in~'j)orttoUo
restructurinc;j. Fr"m 1900 to 1909, it so14 share.' , ... over
thirty-five firms l,rqely t~rouqh private place.ent. v~lidatod

through the Casablanca Stook Exchange. Similarly, the Industrial
Development Oftice, ODI, trom 1980 to 1988, totaliy or partially
coded six tirms to the private sect/')r and, through capital
dilution, opened tour tilt1Ul to qreater private partioipatJ.on.
Also, BNDE, the national industrial development bank, trom 1984
to 1986, .oW iu part.ioi~tJ.oa:n..Ua',,~,r.':i&wI.~....,.,,*,""~~, I,.(I!>~~CI~
privatized (EUCAPAN, LUKUS, SCRM), traded three othere 1:0 another
pUblic firm, and Hquidated one other. The Fund tor savings Qnd
Manaqement (Caiose de oepot et de Gestion - COG), reduced its
share in seven companies in 1985 alone. The NatiQnalr~8~inCJ
ottlce, QNP, sold two SUbsidiaries In 1984. Also In 19W4, the
Treasury sold off all or part of its shares in, two sugar
companies, the Cc.paCJDle SUorUlre Marocaine ot CS,i"·bttinag.
(COSUMAR) and the Sucreri. de Doukkala, and a sewer-pipe
manUfacturer, the Societe Nouvelle 4e8 Conduitee d'Eau (SNCE),
to the private sector, while a mining subsidiary of BRPM, the
Societe de Pyrotine de Kettara (SBPYK), had been closed avaiting
liquidation. In 1989, Liwa International, a company trom the
united Arab Emirates, purchased three hotelc from tvo ditferent
Moroccan pUblic enterprises, Hotel de F~s in Fez, £1 Badii in
Marrakech, and Atlas in Aqadir, the last from SOTORAM, a Royal
Air Maroo SUbsidiary.

-,

l

=

=

...:

Even though quiet privatizations were occurring and debate
engaged on the mer.i.ts of privatization, reformers,inc;:1ucUng the
Kinq, were frustrated by the lack of a coherent:, tormal
privatization policy and program. Faced with this unresolved
shortcoming, the King, for the first tiae since the ,.tion ot
the current Moroccan constitution in 1972, opened the"aprlng
Parliamentary session by dedicating his entire spee9b (and the,
.es.lon) to pri\latiza1:Ion.!il'a turther r'lSl*eak fr.'ft!!faldl~'t...,.iI_IIIl;t"
the King spoke from a written text so as not to leave any doubt
about the meaning of his words. He stressed that his speech was
.eant to guide discussfona and that it vas not,.. ••·...ol···l:'oy.l.,·,-,...···'·,,···,
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instructions. 110 indioated that privatization oould: ilIodarnize
the eoonomy, help regional dev.lopment, inorea•• the w.ll-bainq
ot oitizen~, unleash an Qntrepraneurlal .pirit h.rQtofore barred
by publJ oJ Qotorpr!QQQ, anil L'oBt4ilr Morocoo' '" position in and
openness to t... international economy. He emphasized that
privatization in rao way resulted trom decisions to reduo.. the
budget df'tlci'4': or to abandon the .tate's role as promoter ot
nalional clc"ltIiopment, attributing, in passing, much of the recent
"exoessive and unjustified" growth ot the public .ector to the
prolL!8rOltion ot "unnGoe••ary" and ..u••l ..... aUbsidiaries and to
public SQotor participation in a wide rang. ot projeot.. He
pointed out that mismanagement --arosG, in part, trom the
oonfusion between the state's managoment and control coles. He
faced the issue ot foreign participation in privatization and
indicated the need to attract foreign investment to Morocco.
Social issues were addressed when the King proposed alternative
solutions to unemployment possibly resulting trom privatization:
1) spreading out sales to avoid creatlrlg a massive unemployment
pro~lem; or 2) imposing employee retention on tho new buyers.
HI'I also str.ss.d that' privatization should not increa•• ' 1:h_
e.doting concentration of wealth, but that it should qiv. a
ciJanc. to "n.w ••n".

..-

::.

On 20 October 1988 at the beginning of the tall s9ssion, a short =
eight-article draft law was presented to Parliament. The draft
sought a blanket authorization to privatize, .ubj.ct to
Parliamentary ratification. The text listed six tirms exempted -

~~~:: pri~~~ili~~h:~~ '''h~~~:Qi~~t'e:~~4f~_I~'l!lJ'l.':'' ~_
electricity (ONB) utilities; the telephone company (ONPT); the .
railway (ONCF); and the airline (RAM). The draft set three ml.ic
objectives: to penait acce••. by nov social cla.aes to. obar.
ownership while cOmbatting iricreased concentration ot wealth: to
develop regional economies; and to safeguard employment. It set
no time l1Jll~· for privatization .1: qave ·tile cavemaent; "lx
months to tix ita operating procedur•• and an additional ytMr tOl':'
Parliament to ratify them.

The political opposition felt that the law impinged on
P~rliament's constitutional prerogatives: "all transfer of qoo<is
from the pUblic to the private sector must be authorized
previously by th~ legislature". opposition to leqislation that
would put the power to privatize into the hands of the
administration and merely leave ratifi~ation of those decisions
to Parliament was i~~vitable. The opposition adopted the tactic
of retusing to even discuss the text in committee and halted the
debate on privatization during the fall session 1988 and the
spring session 1989.

After repeated claim~ that the draft law was illegal had atill
not .\raYllld opinion. in parliament, th'J opposition partle.ohan'tjed
tactics and called for a royal arbitration on the draft's -
ctJnstitutiona'11t,y;"j"'lIc)"wch arbitration was uade pUbft~1t1Meth.'lIiIl~·

draft was amsnded ~o impose a 6-year limit on privatization. In
addition, the Govl3rnment proposed to delete the list of
exolusions aaJcincJ, ,in .ffeot, all. U,l'IU prJ.vati.ablel·but:",~JA"tbe'''''''''H'''.'"'
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far.:o of heated opposition, it later prc)vided a list of 75
t.mterprisell plus 37 hotels slated tor prJ.vatization betore 31
D~comber 1995. On 11 Dc;;oember 1989, Parliament approved the law
by a vot~ of 76 to 45 with J abstentions.

In Morocco, a trl ;ile consensus has now emerged about the role
of the statQ in qa.,eral and of pUblio enterprises in partioular.
The thinking holds that the role of tho pUblic enterprises had
been to get the eoonomy goinq, in the years tollowing
independence, whUe waitinq tor the private ..ector to develop its
capabilities and mature. Now, more than 30 years later, it is
time tor the private sector to take on more responsibility tar
Morocco's economic develcpment.

B. MOROCCO'S PRIVATIZATION LAW AND PROGRAM

-

:-

The Privatization Law, much of which emerged unchanqed from the
parliamentary debate, provides the framework tor the current
privatization prQ9ram. It will be ~plemented by the Kini~ter
ot Economic Aftairs and Privatization, assisted by a tive-member
Transfer Commission made up ot otticials fro. the prinoipal ~

m~nistrieB concerned, who are named by the ICing on the basi. Of
their competence in economic, social, and tinancial matters. The
law fixes four methods to be employed in the privatization
program: financial market mechanisms; ten~ers; the combination
ot financial aarket mechanis.. and tenders; and direct
negotiations. It also provides for an independent Evaluation :
~~~:~~t{h:Oi::~~~·'=:~.r,;1:~r!~~~:t~;=-;:~~it>'\h""!1~'.O)'''''~' ~
certain potential shareholders and special advantages are
provided for the workers in firms being privatized. To control
porttolio growth during the six years.. the Minister. M~t to
approve any creation of all new public firms or sUbs!.diaries
except for those SUbject to other legal provisions.

0,

.:~ 1<"; .

The law specifically names the 75 enterprises and 37 state hotel
properties in which the state ownership stake is to be sold.
The 112 enterprises to be privatized inclUde firms in agriculture
(3), agribusiness (14).. textile and leather (12), other
industries (18) banking and finance (9), tourism (38) and other
services (18). They account tor an estimated 6' of GDP.

The financial sector figures prominently among the firms to be
privatized. The nine financial institutions on the list account
for 13% of sector value added with more than 6,000 employees.
Among them art! the two largest commercial bardcs in Morocco, the
Banque Centrale Populaire (BCP) and the Banque Marocaine du
Commerce Exterieur (SMCE). Two other parastatal banks are also
on the priv~'tization list, the Banque Nationale pour Ie
Developpement lEconomique (BNDE) .. which is the state i~~~i~l
development bank, and the Credit Immobilier et Hotelier" tent)
hWhtiChl is a ..GO~~t"IUIl~~~1~~O~t,.~~f..~.;~~!~~z..f.g9 tin ...~Jf:llc~ ..Jlor htOr:~9'.._;a.••o e 8, an~ oWI~r ~~a es a~e ~ev.~o~.en. Tn8~r pr va on
will even the playing field among commercial banks and these
specialized financial institutions, putting an end to the
privileged position the•• parast:at:al~orqanbat:ion.bad~enjoyed"""_o

14
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in competing with commercial banks tor deposits and lending to
client~. Two insurance companie., two consumer finance
companies, and tha national investment hol~ing company comprise
the rQmaininq financial institutions to be privatized.

The 41 industrial firms to be privatized contribute 5' of .ector
value added and ••ploy more than 36,000 persons, 7,000 in the
tuxtile and clothing industry and 5,000 in th~ sugar sub-sA~tor.

In addition to the ten sugAr .ills, important Governaent holding.
in industry that are on the privatization list include a Vehicle
assembly plant (Societe Marocaine de construction
Automobile-SOHACA), Morocco's only steel mill (sooiete Nationale
de Siderurgie), tire manufacturing (p~rtial ownership of General
Tire and Rubber Company), a major cement plant acoounting for
roughly a fifth of national cement production C',~aoity

(Cimenti~re de l'oriental-CIOR), Morocco's most important
computer manufacturer (Societe Internationale d'Appareillage
Electromecaniques -S3i), the country's only pulp plant
(Cellulose du Maroc), and a variety of holdings in mach~Ile..,an~
equipment manufaoturing and in the textile an~ garment
sub-sectors. . . .;) ..,," ,

In addition, eight parastatals engaged in petroleum product
distribution and storage, principally representing the prior
holdingrJ of Shell, Mobil Oil, Total, and other private oil
companies, are to be privatized. The Goveruent'. national bus
line, Compagnie de Tx'ansport du Maroc-Liqnes Rationales (CTM-LN)
i. a180 on the privatl••~i~"I~J.;Ua".•,J'·' 7.'Iua",~~~'1i,ll(\l'i,.".",.,,'l
properties to be privatizecf InclUde a number of four"'iDCI'''llve
star hotels.

I'
=-

..

..:

Parastatals important In agricultural input and produce ~~.tJ.nq
are inclUded on ~e prlv~tizatlon list. AJRong'tHiil.'"'iium'6ir "
Fertima, the Government owned fertllizer storage and distribution
company, SONACOB, the GoVernMJlt oar_l seed JlUltiplioatlOri:ljaM'
distribution company, and COKAPRA, a parastatal heavily engaged
in buying domestic oilseed production. Privatization of these
entities as well as the sugar mills will substantially advance
Morocco's adjustment program in agriCUlture.

The enterprises to be privatized have themselves interests in
other firms; consequently, privatization of the 112 enterprises
will lead to the disengagement of the state from about 300
additional enterprises, Which is equivalent to more than half of
the total number of enterprises with a state ownership stake.
A complete ligt of the entitles to be privatized, the Government
ownership stake in them, net capital, and employment levels is
found in Annex B.

A set of decrees to implement the basic privatizaticm ,.~W-V~.,.ro
approved by the Cabinet on 15 September 1990 and by th"'i&1ftII'8!t
of Ministers on 16 October 1990. The decrees fix the powers of
the lIinister of EoonOlllicr···'Affalr.···' and '·Priva~l,.ftt:fMiilIIIIMwti~""'''·".101
Transfer commission, detail the methods of transfer and
evaluation, and indicate special treatment for the workers in
privatlzable flrB8. other favored groupa in ,the,·.pri••toJ,••tti....,,···
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process inolude looal buyer.. tor seleoted firms that are
designated tor regional priority (the•• buyers inolude Morocoan
workers abroad whose origin is in the region) and tarmers who
wi.h to purohase .hares in the Agro-industrial cone.rna that buy
their produots.

Based on these deorees, the proc.s. tor privatization will
include the following steps: --

""-

--~J

i.

ii.

iii.

iv.

Ministry of Economic Affairs and Privatization
develops trom the 112 enterprises to be privatized the
list of firms to be sold first and the timing of the
program.

The Ministry completes aUdits and evaluations ot the
firms, through consulting firms and independent
experts. These audits and evaluations examine the
firm's asset values, goodwill and possible market
valua of assets, profit position, value of traded,.
share., existing sUbsidiaries and future Jiulrket
prospects.""'"

The preliminary evaluation report is submitted by the
Minister to a newly created Evaluation Authority which
is responsible for setting the minimum price for which
the Government ownership stake in an enterprise can be
sold. This decision must be made within two months of
sublli..ioD,of ,t)a.' .•Ql__~'·~~lll'·~~~lt~I"'_

After receiving the Evaluation Authority'. ~
determination, the Minister, in consultation with the ~

Transfer COlllllission, selects how th" en~8:t'pr.J,......~•. ~~ ...
be privatized. Pour methods of divestIture are
authorized: sale through financial markets, sale by
request for bid., a collbinat!C)n ottb..., aJ'ICl'direct:
sale.

:::

a.

b.

Sale through financial markets: after conSUlting
the Transfer cOlllllission, shares ~. sold either
through the stock exchange 'at an initial price
equivalent to the minimum sales price set by the
Evaluation Authority, or at a fixed price sale
(Which cannot be under the minimum sales pric9)~

through bank branches and post offices, or a
combination of the two.

Request for bids: after consulting th.~,:n-PSt..
commission, the Minister of Economic Affairs and
Privatization issues a request for bi,dS ei.•..er o..
the general public, or to a mor""Y~"I;;".:
aUdience if priority i8 to be qiv8n to r ..-
residents to J.?urcbase an ent~se _ed .
regionally Impornftt"-'or 'trllttt'lOfftY'~" 11---.".=
given to farmers in cooperatives supplying raw -
materials to aqroprocessinq enterprises to be _
privatized. ·ft.Tr.Dllr""CO-l.sion"i."9i~·~·4'--"""
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c.

d.

responsibility for bid evaluation and selection.
The award is subsequently JUde leqa1 with a
decree issued by the Prime Hinister.

A combination of those aboVe

Pl'ivate sale: thi6l special method of
privatization is to be used J.n the event that
certain objectives are served, notably protecting
employment, developing and reinforoing regional
economies and insuring broader enterprise
ownership among all social class8s. The Hinister
of Economic Affairs and Privatization requests
the concurrence of the Transfer Commission prior
to any direct sale to the benefit of a person or
corporation, and the Minister furnishes the
Transfer Commission a report describinq proposals
received and the grounds for the selection of one
of them. OnC9 Commission concurrence is obtained,
the Minister issues a decre., inoluding the toxt
of the concurring opinion and a sales contract is
signed with the purchasing antity. In cas. tlt.
purcha8~r fail. to meet the contraot conditions,
the Transfer Commission assesses ponalties to tKl
applied.

•

,.
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As mentioned above, the appraisal ot enterpr.'!ses to be privatized
is reviewed by the independent Evaluation Authoritl' compos.d ot
seven members appointed by the Klnq. On the ba'.is of a
preliminary evaluation BublllittQd by the Mi\'liater, ttli. Authority
will fix the minimum sales price of enterp):'!ses or .llubUc share..
in enterprises. All divestitures must be ef1'.,.cted at prices above
the minimum price fixed by this body. The I~uthority is
authorized to enqage its own experts to help, it complete
appraisal reviews. '

The Minister of Economic Aftairs and Privat:ization has been
awarded extended powers to carry out the priv.\\tization proqram
as well as to control any future extension ot tbe pUblic sector
in Morocco. The Minister chairs the Transfer Commission, hires
experts to perform audits and evaluations (with l!luthority to
waive reqular rules tor procurement), has a major role in
deciding what means will be used for each ~rivatization,

determines the ceilinq, if any, on sales of shares to partiCUlar
individuals, corporations or foreiqn investors, .. a"9lects,banks
authorized to sell fixed price shares, and approvee \~ecreation
of any new public enterprise, new public enterpris~ subsidiary
or acquisition by a public enterprise ot a private fblll, in whol. '
or in part. .

The Minister is assisted by the interdepartmental Transfer
Commission composed of five members appointed ~ the King. In
addition to providinq advice to the Minister, it hasl the power
to approve dir8Ot. l'Pl:.4Rk.,IIIlIa.~t;Q....el~",~:,.iM4I1.Jo~~'·""
in response to requests for bids and to advise on pric.rities and
advantaqes to be qranted to particular participants in order to
insure wider access to share ownership, to fiqht against
monopolies, to develop and s~engtben regional ecop~!I~,es., ,Iln.~.".~p,...
safeguard employment.· ,

The subject deer••• taken toqatber display an intent'toaaJca·the'
privatization process transparent and to insure it doe. not give
preference to special interests. The objective of assuring
transparency is reflected in the clear procedures for
privatization and the requirements for publication of key
decisions. For example, the Government must publish in decrees
tbe opinions of the Transfer Commission concurring to
privatizations by direct private sale. Also, the identity of
winning bidders 'and the Government authorization for each sale
must be pUblished in decrees. To avoid possible distortions
aqainst open competition, the process separates tbe decision
makinq powers for setting the minimum sales price from those
related to selecting winning bidders. To guard agaiilst excessive
concentration of ownership, the minister has the authority to

~~rt~n;a~:ss~:r:a:::~~;;~~ndividualSorcompani,:S, or to",~:~~""

possible delays in the evaluatio,n process are also avo,ided ~Y: .
authorizing 1:heMltltater ~tJ\""wtv~.' reguDl'nW!...'ror-·"""'~
competitive procurement for the preliminary appraisals •

1'-
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A~ mentioned above, the privatization program otter. a
signJ.ficant opportunity to develop Morocoo's oapital i\cu:ket.
currently the vast proportion ot companies whose ~ecuriti•• are
listed on the Casablanca stock Exohange are owned in block. by
Government organizations and some twenty tinancial institutions.
Less than 3' of the shares of listed companies are broadly
distributed among the general pUblic. Further, institutional
appetite tor share. is largely unmet, and 8uch block tradinq as
occurs mostly takas place oft-floor. As a result privatization
which results in a substantial and broad pUblic distribution of
securities will be a critical element to raising stock market
volumes and strengthening the exchange' s capacity for future
primary distributions.

Only 71 listed companies are actively quoted on the Casablanca
stock Exchange, and the Exchange's capitalization represents less
than three percent of GDP, far below potential as compare~.,to
levels of stock market capitalization in other middle "~!'O"
countries. New ahare issues have averaged only one or tvo a:'year
over the past several years. With such an underC:eveloped ,equity
market, companies are dependent on .elf-finance and bank credit
to meet their needs tor investment and working capital. This
lack of artiCUlation in Morocco's financial sector also means
that banks face little competition frail other potential meau of
financing, such as stock or bond offerings.

"'_,~~~~~':J-~"".' .. '" ',', :,'. V~,i o,"'L,'i: "J'.::",'~ ,:;;~.".~, o. , "'.1"~~."'.JJ'-rtr:!~;I':' Ifti~~r~"",'l"-";' .:~ ,~..'~

While the lack of 8upply of stocks is a major cause for the low
state of development of Horocco's stock market, other factors are
equally important. These include:

t~e absence of a modern securities law, speclty1ng',
for example, minim~ disclosure requirements and
shareholder right.,

accounting practices Which result in ~inancial

statements which do not accurately reflect financial
positions and performance,

a weak securit.ies industry, with banks dominating
brokering and a complete absence o~ securlties
analysts,

poor pUblic knowledge of stocks as an instrument for
placement ot savings and a lack of a qeneralized
opportunity to invest in stocks, such as .utual..~!JI1ds,

the ready Cllvailability of high yielding, tax-free,
secure Government bonds paying up. to 13. J»!r" .~ua,
offering stiff competition'~o stocks,' "~'.'" ", ",

high ,,' stock exchange c01l.l!lli"81on.""C;6lJ1ft..iWItI~~~­
commissions Which are too low to promote this
essential part of the indust~y.

)'
C. PRIVATIZATION AND CAPITAL MARKET DEVELOPMENT
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To take full advantage ot the opportunities presented by
privatization, the weakne•••• in Moroooo'. oapital market will
need to be addressed.

D. CONSTRAINTS TO PRIVATIZATION IMPLEMENTATION ,

~.

World-wide experienoe in privatization to d"te clearly
demonstrates that privatization programs are much more difficult
and take a much longer time than is usually anticipated. state­
owned enterprises still dominate the produotive and financial
sectors of a great many dev.loping countrie., and despite the
launching of privatization programs in many ot these countries,
the actual number of privatizations has been modest. Large
programs of divestiture have only been achieved in Bangladesh,
Chile, and Mexico, and, among tormer soviet Bloc countries, in
East Germany. Large industrialized developing countries such as
Argentina, Brazil, Pakistan, and Turkey have all experimented
with privatizing their huge state-owned enterprise sectors, but
formal privatization programs in these countri... :;~Il"',':r,~en
limited, and the number of privai:ization. cOJDPl...teet::b••·"&en
minimal. Other countries at similar or higher'·'lav'l.· of
development as Horocoo, such a. the Phillppin••i.~~'Kat'Y'.da,
Indonesia, and Sri Lanka, have ostablished formal privatization
programs with relatively ambitious targets. The Philippines has
targeted some 120 state enterprises tor privatization and
completed transter on' about a quarter ot these. Halapia -
announced an ambitious program to privatize 246 of the estimated _
gOO Malay.ian .tate...0wnt4.:~.~".4e,o;~",._ti"".1'·"''''·''''''I'';''1\1
divestitures had been completed. stitt opposition has impeded ~
implementation ot Indonesia's privatization program which .
encompasses 215 enterprises accounting for some 80t ot t:he
country's economic activitY.... ,.In .ari~ 1:'.ss than~).5,t"r9l,,1:A..
146 state-owned enterprises were slated tor privatization, and
while action has been taken on a significant number of these,
most were only partial prlvatiBatioll8, vitia the:.ut:tt<~~1fting·
major ownership positions. In sua, despite .tated intentions,
developing countries have by and large f~und implementation ot
privatization to be a slow and difficult process, encountering
substantial opposition.

Morocco has thus far succeeded inestabl1shinq the leqal and
institutional framework for a very major privatization program
for 112 state-owned enterprises. In establishing this program,
conslderable oppositi~n had to be overcome, and, in
implementation, opponents will continue to try to delay, block,
and render unsuccessful the privatization program. Thestrenqth
of the parties arrayed against privatization was mad"".•~ment
during Parliament's consideration ot the Privatization LaV~ The
law was originally proposed by the King in a~ address to
Parliament, but, despite his support, parl1uent.~9~.th.a
proposal tor a very broad privatization prograi"'.ncOiiP'i'l'lDicj\~al1
state-owned enterprises save .. a short n~gativ six
national enterpr18i.;...·lncl(iC:tt~·· tlie pl1oSpJfi1 '. . .....~,

national airline, electricity authority, railway, water
authority, and telephone company. Instead, parliament, after
extens!ve and often acrillonioUll--debat.; .. agreed··tonelJl~""''''''ia~''·''''''''~ .. "",.
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of 112 state-owned enter~rises to be privatized. The
Independence Party, the Booialist Union of Popular Poroes, and
the Party of Progr.ess and Sooiali•• all took position. favoring
retention ot a ~tron9 statG-ownoQ QntorprisQ sootor and against
privatization. With nearly forty peroent of Parliament's seat.,
these parties wielded consider~bl. influence over'the design of
the Privatization Law and will continue to do so during
implementation.

--

-...

=

In addition to opposition by formal political partie.,
implementation of the privatization program will face obstacle.
from a number of othor sources, including the Government
bureaucracy, unions, and enterprises to be privatized. A large
number of the 112 entities to be privatized are wholly or partly
owned by particular Government holding or investment
organizations such as the Caisse de DepOt et Gestion, the Otfice
du Developement Industriel, the Societ6 Nationale de
l'Investissement, and the Cherifian Phosphate company. For these
Government holding organizations, divestiture will reduce the
total investment capital they control, .inoe t:he proceeds of
privatization are to flow to the Government's general investment:'
bUdget and not: to be dedicated for r ..-us. by the .ellJ.ng
organization. The.e holding organizations willsubs8qUently have
smaller investment portfolios and a muc~ reduced need for staff.
These organizations will thus be likely to resist expeditious
implementation of privatization. affecting their inve.tment
holdings.

The other e~t=r:~~~~" are8uperv_·fl
;

Government ministries which oreated thea or Which view thea as
part of their apparatus tor controlling and developing a
partiCUlar economic sector. For example, this is the case with ,
JIIany of the parastatab controlled by theMlrilatry of Aqrl~tt;llte

and Agrarian Reform. SONACOS is perceived as the implementing
orqen of the state for assurillCJ reproduction' and 4isi:rlbUtion of
improved cereal seed; COKAPRA as the !llpluentinq an fer
Government policy to encourage production of sunflowers and
reduce dependence of vegetable oil imports. Lending for hotel
investment has been lArgely confined to the CIH, And the
Government takes particula~ pride in the role it has played in
the development of Morocco's tourism sector. The two largest
commercial banks, the Banque Centrale Populaire and the Banque
Marocaine du Commerce Exter1eur, are partly Government owned and
can be relied upon by the Ministry of Finance to bUy more
Government debt or to provide special financing facilities for
the Treasury, if needed. As a consequence, the Finance Ministry,
while favoring financial market liberalization, also has a
substantial self-interest at stake in maintaining the status quo
so that Treasury finapcing diffiCUlties are not compounded. In
sum, sponsoring ministries are naturally reluctant to aurrender
control over their affiliates and thus dbliniah :'ttielrdireot
means of influencing development within a sector•

. ",,,,,;·W., .....~... ·1I............"..w-""'".......ijj6.'*"l·...JI.'_.'~_I~
Ministry civil servants and representatives of owning Government
organizations also personally stand to lose considerably by
privatization a. theyfr8QUeDtJ.y.aena·on i»ard•..ot .cl1reotor. ,of,o".,...• I-<,.,'"."~
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state-owned enterprises, for which they raceive special
additional compensation. In addition, some Hinistry e.ployeGD
have been seconded to the .tate-owned enterpri•••, and face tho
risk that they may lose their jobs .ith privatization. ThQY thus
have a very entrenched vested interest in delaying privatization
of the affiliates. '

These types of bureaucratic interests were much in evidence
during the drattinq ot implementing decrees tor the Privatization
Law. The Law stipUlated that impluenting decrees would be issulld
within one year of this Law'. passage. Discussion within the
Government on the content and scope of these decrees was so
extensive and protracted that the Government barely Blet this
mandatory deadline, pUblishing the decreos on the exact date one
year later. Backfighting has and will continue as priorities arel
set for the privatization program and as Ministries and
Government holding organizations plead their case for delaying
to the 6nd the privatization of their affiliates.

The workforce in .ost large tormal sector industrial er.lterprlse.'
is unionized, and this tends to be even more the cas. among the
state-owned industrial enterprises. P9aring lay-ofta,
requirements for higher productivity, and curtailment.. in the
rate of increase in wages, unions in state-owned enterprises have
beEln strongly opposed to privatization. Unions "ill likely call -
for strikes and demonstrations by workers in tirJIIS to be -
privatized in order to defer or postpone indefinitely plans tor =
privatizing ~1Q\1~~ s~Y~.o~ed~~~!fIM~,,~,~WjM~=-
Lastly, the management ot the entities to be privatiZed will in
many cases also raise barriers to divestiture. For many,
privatization will bring major changes in the conditions under
which they operate, and manaqement would prefer tile known status
quo. Government parastatals in agriCUltural input distribution
such as BOHACOS and COMAPRA vill, for exuple, be ,toraecl to put
responsibility to shareholder. to generate a profit above other
objectives that had been dictated by the Ministry of AgriCUlture
and Agrarian Reform. When privatized, Government-owned
commercial banks such as the BHCE and BCP will no longer be able
to count on the automatic business of other state-owned
enterprises such as the phosphate company but will have to
compete for their deposits and lending husiness with other
aggressive private banks. Relationships with ministries upon
whom state-owned enterprises may have depended for high levels
of protection against imports or competing firms will be less
close, and the firms to be privatized will no longer be able to
count on favorable treatment by virtue of their affiliation with
such ministries.

The manner in which the privatization prograJll is undertaken will ,
also greatly affect the pace and success of i.plemcntation. !t ~-
is widely believed by tbe general pUblic that privatization will ~

result in deal. with already .St8bU.hed·1arqa"....tMtI. CJ1"OUP.'~'~'!"''''[­
thereby adding to concentration of ownership in the private ;...
sector. Acco..ding to this view, such large business groups will
gain the inside track on bids for state-owned .nterpl:iau to ;·M .... ,"*,~,,'
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sold. Advantage will not be taken ot: Oppol'tunities to use
privatization to toster widespr.ad f,UbliO ownership o~ shar•••
It these fears are realized and pr vetlzation transaotions do
indeed refleot insider dealing and/or benefit 8xitJtin~ largo
business groups, popular opposition to the privatl~ationprogram
will mount significantly and turther implementation will likely
be IIlowed.

Impl,smentation ot the privatization prograJI' is a new
responsibility for the Hini.try ot Economio Atfaira and
Pr!veltization. Ite staft is thin, cOJlprl8ing only ten
professionals and lacking the expertise required t~() carry out the
actual transaotions required for privatiza'Glon. Audit,
evaluution, investment banking, and related transactions services
will ther6to~e have to be contracted out. While Horocco has
numerous accountants and a well-establishod banking system,
adhere~ce to international accounting standards is limited, and
investment banking services are not tully developed.
Privatization offers the opportunity to use and d.v~~op.i\'~~~9.~"""
accounting end investment bankinq sectors, and.!t~» ...ny·
transactions Horoccan accounting and consultin" tiraavlll'))e
employed either solely or in joint venture. with int.rna~lona~
partners. For the l~rger and more complex, however, r~cour••
will need to be made to external international expertise.

While Morocco has lIade substantial prOCJr• .,.. in Gov"lUIlen~ bwSget
reduction, greater curtailment in expe",Jiture growth will be _

~:~~::t:r~n:a-qr='.t.w'~:nl~~;·s,=::~~.
implement the privatization proqraa lIay thus not be ude
available. Implementation of Morocco's structural adjuotDent
program since 1983 has required strict control over e~nditure
gr~Wth. The overall Government buc!get: 'deficit haei"'b'8eri 'iiC1ucea""
from a high 14.n of GOP in 1981 to a range t;lf 4-6' ,of .(;i)P
between 1986 and 1989. Sinae 19a9.· t:ha GoVernMllt'baabe.'\~·{­
significant pressure to reduce the budget deficit even turtber~

In 1990 anc.l 1991 the bUdget deficit fell to sOlie 3' of GOP.
Under the current IMF Stand-by the budget deficit is programmed
at 0.8' in 1\1)92 and the bUdget to be balanced in 1993. While tax
reform has introduced greater elastioity to GoverllJllent ravenu••,
the great brunt of deficit reduction has resulted from
curtailment in the growth of Government expenditure8. From.
peak of 37.Elt ot GDP in 1981, Government expenditures were
reduced to a level equivalent to 27' of GOP in 1987. Expend.lture
control then relaxed someWhat, and Government expenditures rose
to 29' of GDjP in 1989 and 28' in 1990. Achievement ot the
deficit reduc1C!on targets in the current IMP stand-:bY,•.i&~1,.
further curtailment in expenditures to a level of 26' in 19f2'and
25% in 1993.

In the next stlveral' years, bUdqet: requests 'V!lt'~.¥~h'"
closely scrutinized, quarterly allotmen~s.s~ric~~y'.,c;:ontrolled_and
doled out 8pa:t'1nqly." Horeover," for ...··'1'IaJi:t'..'.,..~•••lJ J,. 'to""

reduced the ne!ed for higher levels of public borrowinq by
purposefully deferring payment to outside contractors, giving
priority to a811ting Governaentpayrolla. Tb.·'if.a;".~.",,,,,-fll!'j·"
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Ministry ot Economic Attairs and Privatization tor privatization
i. new and require. budqat l\uthority tor ••rvice. only r.rely
allowed by the Government ot Horocco, viz., con8ultinq, tinanoial
accounting, appraisal, Qvaluation, promotional and pUblicity
services. Given the current bUdqetftry strinqencies, tho Hinistry
of Economic Attaire and Privatization may find itself blocked by
lack of budgetary resources and control. over the volume of
commitments and payments it can make. Particularly damaging is
the practice ot much delayod payment for external .ervice.. Top
quality Horoccan consulting, accounting, pUblicity, printing, and
other firms vill be reluctant to take on privati2ation business
tor the Ministry for fear that they vill not be paid in a
reasonable time trame. DiffiCUlty in oecuring the best qualified
Moroccan talent available JIlay ill turn mean the Ministry will have
to rely on second-rate firms, with possible adverse results for
beginning and implementinq the ~rivatization rapidly and well.

-= A. USAID/MOROCCO STRATEGY AND l?RIVATIZATIOlf

....!

-=

One of the tour .~rateqic objectives in the recently prepared FY
1992-95 Action Plan is increaseell competitivenoss of Moroccan
firms, especially in selected e.xport markets. Support tor
privatization i8 an essential eleaent in .eeting thie strategio
nbjective because divestiture ot state-owned enterprises will
incraa•• th.kc",~tA.01~"~It4JMJ~'Ah..'~~.ti~';Wl">:I"~'"''
suppliers and buyer. of the good. and serv cae to and"·tro.~tH.-

enterprises that are privatized. Many ot the state-owned
enterprises are producers of intermediate goods, and the
efficiency gains from privatization will thus rebound quickly to
other producers, inclUding exporte:rs. I1IIp1811entation ot the
privatization program will substantially improve the Climate for
private .ector investment, which in~urn vill belp to·.1ncre...
employment -- • USAID/Morocco prOCJr~. sub-goal. Privatilatlbh
removes the threat that the state will pre-empt for itself
certain areas of the economy; opells new areaS for private
investment; and, by increasing the number of shares available and
distributed broadly, promotes development of the stock market and
hence equity tinance. Related meaSl\lreS to create a better­
functioning equity market will aerve to improve access to and
provide alternative JIleans ot financing for newbusinesB creation
and expansion. Lastly, through privatization, actual and
potential transfers to state-owned entc9rprises will be reduced,
thereby lowering Government deficit finanoing need. Which
significantly crowd out credit to the private sector.

B. RATIONALE AND NEED FOR SECTOR AS~ISTANCE

USAID Morocco assi.-tance to privatization to dat."lii. toculiea on'
technical assistance and training. While these will continue
under the Technic.ll'·"A••tstance'''Componlltle'·Grant, .tY1'ltt."f.,...., ...~
program rather than project assistance is primarily needed to
help the GOM to move privatization forwarQ\. Privatization Sector
Assistance will provide9r..t.:...enooura'J~,,,wJoinoent.iva. ald··,·;",



..... ',

--'"

-
~

=

rOOOUt'OOS to acclalorato pr1vatization than oould be aooompli.hed
with projeot a••li.tanoe. Privati_.tian Sector A••i.tanoe vill
provide re.ouroe. to hGlp overoo.e some of the oause. of the
OPPogJ.tion to im,~IQm(,mtat.Lon ot tIl'_ GovQrnuumt'e privAthation
progra.l. It will a180 inaur.e that the bplemantin9 Hlniatry has
8ultioient bUdget; to prooure tho neoessary level and quaUty ot
servioes noeded to .ake imple.entation 8uooe.elul.

The basic objaotJlvo of Privatization Soctor AL::Aistanoe i. to
encourage the GOM to acoQlerate privatization and to faoilitate
its implementation ot the program. The assistance will support
sector level reform, the actual implementation ot the
Government'. privllltization policy, a. well a. parallol aotions
required tor privl!ltization to re8ult in broader 'publio .hara
ownership with consequent benetioial impaot on the development
of a capital mark:et. This is a program objeotive and AID
resources will be provided in a goneralized mannor under the
Program Assistance Grant to help the GOM attain the objeotive
rather than to supp10rt epeoifio project input.. W. are seeking
overall progre•• hI privatization rath.r than the tinanoinw ot
any particular aotJ.vity. Disbursement of the dollar. will be
linked to thea aohievement ot .peoitbd PCi!iOy imple.entation
aotions by the GOlf and local ourrency generations vill be
utilized to provide general support tor the implementation costs
ot privatization.

The sector assistanca will not directly help to dampen political
oppollition t.n,N~.t,taat-""'11~';.~rfrf4l~';".'i>I<";"·'
privatization ia completed anddon.ewell, it can a lev ate acae -
ot the concerna that: lead to that opposition. Further, the
additional resources and the backing and prestlge of a major
bilateral donor, thrQugh what will be recQ9nized a" a major
endeavor for USAID, will provide encouragement and ItJcontivee tor
the GOM to move more quickly on privatization and ammunition for
the IIEAP to ua. to pre'l. for '.sur ,.ot.lon via-• ."t. ,tbenat'of
the GOM and against various intere.ts oppoaed to privati.ation.
It will be a means to help accelerate a process the GOM is
committed to and which is well underway but which faces
constraints and is not moving as fast a8 it could. The publicity
given to reference. to privatization during the King's reoent
visit to the u.s. and t~he use to which these were put by thB HEAP
in promoting privatiza1t;10n demonstrate that thie kind of external
encouragement can be ulsetul.

WhUe other donors arle providing specitic technical inputs to
privatization, nobody Islse i. providing this kind of generalized
assistance or attem,.ting thie kind of encourag..~t and
facilitation. Specifically, unlike financial sectorretorm,
neither the \World Bank nor the IMF have made privatization a =
performance target fl)r .tructural adjustaant lo~"", or..."IJIP'
tinancing. :'W...,·,,·--

Tranaparency . tn"""pri~'atlzatlon'·op.ratton...tU'·~·'1:0~"""::
persuading the publio that privatization is not benafitting
speoial groups. Adher'ence to procedures for open competition, -
puDlioation of ..jor deoi.ioaa",ancl their.." ...at:ionaJ.e'l'iJl!"'lvu.. w,
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dJ.ffuaion of oloarly proparod request.. tor bid, prolJpootu8C1IJ, And
publio .hare ottorinq., Dnd announoe.ent at winninc; bid. IIGke tor
suoh transparenoy. speoial ettort. to intereat the qeneral
pUblic in invg:.:tJ.ng in pUblic Ghara ottQring" of privatiain{l
tirms will also be important to Inaurinq ·wid. distribution ot
ownernhip ot the ..,rlvatized timM. Measures to' prolllote wid.
publio ownership of ohare. at privatized firma oan be 8upported
by sector aaoiotano~ local currenoy qenerations aa can the othor
aotions to promote t:r,nnsparenoy, Muoh aa costa of preparinq clear
pro"pClotua8' and ah~r. ofterinq. and dittu.inq intoraation on
them. In addition~ the very pre.enoe at an external donor, Muoh
as USAID, engaqed in Ii program 01' major support tor privatization
will serve to reinf_:.lCca the need tor transpnrenoy.

The local currency c:ounterpart. will alao provide moans to 80tten
bureaucratic opposi1l::..Lon to implementation of the privatizat.ion
program. Placement, retraining and severanco pay progr~ms could
be financed from the local currency for ministerial and ()ther
personnel affected by any lay-otfs in privatized f!rm~•
Moreover, by virtue I()t tho additional but:lget~ry r.80ut'Ci•• ltwill
receive based on proqre!ll. in privatization, the Hini.try 01'
Economio Affair. and, Privatization will be motivated to complete
transaction. and teet ov.rcoa. bureaucratic obstacle. posed by
other ministries and holding organizations.

Union and employe. oplpositlon can be partly countered by showinq
the results of privatization on tirm and sector etficiency, _

~~~::~::t::d~~~~~~r:J:ift~q~r~:~~i~~Wf*M~;~~·,\,·,'r-
sector assistance local currency generations. Place.ent,
retraining, area red,avelopment, and severance pay proqraaas could,
for example, be inst:ituted as neoe,saary.

The local currency generations from sector assistance will be
Ulled to .upport • progru ot evaluation ot tho .tt~ ot
privatization on ti~ and .ector level efficiency, inve.taent,
employment, national savings mobilization, industry own~rship

patterns and other factors. Results of such evaluations will
provide the factual basis for countering political arquments
about the worth of the privatization program and lay the bas. tor
a proqram of turther privatizations.

Lastly, Privatization Sector Assistance will provide an enhanced
level of resources to the Ministry of Economic Affairs and
Privatization to allow it to engage the level and quality of
local and external services needed to mount and complete a
successful privatization program. The GOM does not intend to
segregate the proceeds of privatizations tram other revenues and
has in,fact programmed estimated revenues from privatizations in
.ita bUdgets. The HEAP compete. for and recob~... ~dget
ulloaation. a. does any other mini.try. Given·''tbe DU4qat:·
stringencies requb·ed under the adjustment progl. "UIl and c()~t.inq
dnandtl t'roaot:lter ItNblie".et1tor Pt'Ogrdl., th..~y:......~··
SUfficient resourC':as aside from the Sector Assistance Grant to
implemen~ privat1zation in the optimal fashion, to fully carry .
out required .valuationa,. ,·auclita. -ancl··-r"Cruotw:1ft9,,,,,,"',-C9I""~f\<"'"-.' .~

.::
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undertako aorta!" other important aotiv!tioo, suoh aM pUblioity
and mea.UrfA. to proo_ote .hare owner.hip, whioh would improve the
ovorall pleooes. l'lnd r ...ult. ot privatizQtion. Other donor
aauiatana',) haa lar\1oly focur.u;od on tho toroiCiln l{,uwhan9Q co~t'J of
audit" and ovaluations and halll not generally alldre8sod thes8
probloms. .

The local currency ~e60UrCeQ provided by tho Doctor assistance
will d1etray sarno or the costs at privatization and p8I11it the
MEAP to undertake activitie.. whioh would otherw1a. bta iI.po.aible,
and ,,1111 provide n.,xibilJ.ty to Illove taster arlc.' in a Blare
oppor.'tune way. Tho M&\P has a core ot statt and syste.. larqely
in place to oversee th.,. ambitiou8 program. The looal currenoy
will help ensure that luck ot sUfticient dirhan resouroes do not
hold the program back. While tor more cOlllplex transactions
fo~eign expertise will b~ necessary, Moroccan accountinq tirms,
appraisers, and financial analysts have the capaoity to complete
many of the 112 privatizations. Providinq dirham fundinq will
a.How the Government to max-lmbe use ot loccal avcai1ab1eexpertiae
l.tnd assure that privatization helps to develop::th.' Morocoan'
accountinq, aUd.lt, and consulting profe..sions" a. ",ell a.
financial institution.. Sinoe the NEAP is clilpabl."of olill:'ryinq
out tho proqralll and other donors are providinq teChnical
assistance, projt\ct assistance beyond the limited teohnical
assistance and training included in the program 1_ not needed.

...

SECTOR ASSISTANCE VS. CIP

While a c~mmodity import proqrQlll (eIP) mechanisll was considered
during preparation of tho PAIP and PAAD, the cash disbursement
mechaniam described in Section V. 0 is much more efficient and
is consistent with the level of development of Morocco's
finan,dal system. It also tully meets Agency "BUy America"
objectives.

Use of sector assistance is also consistent with thfj Mission'.
intent, in l~;.ne with AI4MJ.M,~i_.~".Jia...(":'"""'~ailA~.K~~."l,l£"­
and implement it in a Ie.. .tatt'~~lrit.nslv.·'·iilulif':" mille" m.-" ~

Illonitoring Privat!zcation Sector Assistance will still require a
significant alllount of staff time, it will be less than an
equivaler.t level of projectized assistance. The proqram can
tberefore be a lIodel f~~ new fons of lIi.siGnalll.l.tance
appropriate to the 1990's W lich are less staff intensive and
which reflect a aatur. AID I' !lationshlp In area. where the GOII
is competent but still lacka .ufticient resource••

C.

Privatization Sector Assistance is designed to motivate the
Government of Morocco to mOVe more expeditiously and
systematically on its privatization program. Sector assi~tance

rather than a elP was chosen as the means bec~us. i~ would allow
for almost illJllediate initial generation ot local curnncy
counterpart needed to assist in detraying the substantial local. ~
currency tran.action,·· -reatructurlnq,' r.·~lOJ~'~'~·o>i<lI=­
costs of privatization. A elP would not lead to iuediate ­
generation of local currency counterpart a~d thus would deteat
the incentive effect of tr~. re1_.,1:0l:.,·"tIae...:Hinia~,~"41",;""",\"-!,,,,,,,,,,

27



·,'

=
Economio AfflllriJ and Privatization which noods tho looal ourrenoy
ror privatization expen.e~. Private .eotor eIP. provide tora
import lendinql looal ourr,moy i. not c;,roneratad until I)ood. are
roceivod in-country and participating local banka rQco!vQ
payment. ot inter••t and pJdnoipal, whioh could be .pread over
tive year. if i..dlull ter'll tlnanoin~ f~r: oapitlli equipllOnt were
provided. D.~,.lt of looal currenoy under pUblic .ector expo
typically happens upon arrival ot goods in-oounty, bUt that
oocurs only aft~r a lengthy open, cOllpetitiveblddinq proc•••• -..-

---

A eIP would also involve .taft inten.ive prooedure. and
managemont requirements that a~e incon5istent with the intent to
use program assistance to reduce the staft burden of project
implementation in Morocco. Relative to the amounts oontemplated,
i.e. $4 million in the tirst tranche, heavy administrative and
start-up costs would be incurred. Furthermore, a elP would
require that USAID/Morooco en9age a commodity prooure~4nt

speoialist to manage the program. A eIP would be muct. more
inflexible and diffioult to mana~. than the proposed. oash
disbursement. In addition, there ,are no .eotor specific1.rta
required for privatization which oc.lUld be the focus ot a CIP,.,.",th.
main requirement tor foreign exchange i. international teohp~~l
assistance, which a CIP would not pll."ovide. Morocco is no~ a 'Lev
market for u.s. goods; competitive u.s. suppliers are already
well represented in Moroooo; and th~ Dmall potential total size
of a CIP, to wit $20 .lll10n, would not provide an incentiv... (or
e~tablishment of new distributorships or agencies otu.s.
sup~~ ,t ..:~.. .,.'11~~"W~.,q~~_Mf!~W!;~"" ';;'.:"'~-il:""~fl#iI••••I••_I~W\"\N'>.\"-'" ,._

- ....
-".-,

There is no need for a 1I0re directed fo'n ot seotor intervention
on the dollar .ide. The Horoocan toreign exchange market is
basically free and importers have r~,ady access to toreiCJn
exchange needed tor leqltiJlate purpo.... 'l'be market det.Nlrae.
what imports are bought and elP type mechanisms would be a step
backward in liberalization ot t..be for.iepa exchanqe 'allocation aftCl
tinanoial .yst.... Th. dollars provided under aoash
disbursement can be utilized tor u.s. imports without the
bureaucratic controls or procedures required by a elP. There are
no oapital flight issues to contend with. The' cash disbursement
mechanism will fully ensure that the dollars are used solely to
reimburse banks for toreign exchange sold for specitic imports
from the U.S. The GOM, and particularly the Central Bank, is
fully oapable at adminietering such a proqraa, ensuring that the
dollars are utilized for agreed purposes and maintaining adequate
records.

=

v. PROORAJI DBSCRIP'l'IOB

A. GOAL AND PURPOSB
".~I'rIJ~ • "';"dlilfl/(\~~r&i\',t,~"\"""'"

The sector SQA1 of the program is to expand the role of the
private .eotor in Korocco.' The goal'_lt...._l.chl......lll...~...·
transfer of enterprises from pUblic to private ownership, a
diminution of the state role in the economy, the further
development of financJ..l"an4."'(Ilpl.q1-,~ket8end.w.1~,~M~11IIW"

as

---
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of shares of privato firms.

The gyrp~ at the proqram i. tu .upport and acoelerate
implQJlIontation ot 1'101'ooco' Ii privatbat:ion p1'ogl"am. Thilil purpolila
w.tll bo aohieved through incentives feom performanoo based oash
disbursemonts, t inanclnq of selected 10c"" 1 ourrency cost. of
privatization, strengthening the Ministry ot Economic Affairs and
Privatization's capaoity to implemont the privatization program
and teohnioal assistance in carrying out actual privatization
transaction••

- ",-":1

-

- B. HOW PRIVATIZATION SECTOR ASSISTANCE WILL WORK
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Privatization Seotor Assistanoe i. intended to help the
Government of Morocco mt "e more expeditiously and systematically
on its privatization program. It will motivate the Government
to move rapidly on implementation of privatization and will
furnish local currency and technical assistance resouroes to
enable the Government to do so more effioiently and effectivel¥
and help ensure that the benefit. of privatization' are
widespread. The program will oomprise: " ,

$20 million in non-project assistance to be disbursed in
threa tranches: a first tranohe of $4 million, a second
tranche of ~6. 0 million and a third tranche of $10.0
Dillion

~.

$5 .111io~"JA,.p~Qj-.o~""~"<l..u~~.;"1*"cwA.4•. • 'i\~I"Jf!.\tJ.'!~·,~ =-
advisor, short-term transactfons-related assistance, other ~-
short-term technical assistance, limited commodities, ~
training, and evaluation and audit services. iir

since the objectivo of the proqram i,. to .upport and 'accelerate
implementation of privatization, the three cash disbursement~

will larqely be conditioned on achl.v.....t: otactoaal progr••• in
implementation. Thi. proqre.8 will be ..a.urAd by completion of
specitJ.ed numbers ot actions related to preparation of tirJDS tor
privatization and speclfied numbers of actual transters. To
assure that sector assistance result. in important privatizations
with large economic benefit, a minimum number ot completed large
privatizations will be required and only a maximum number of
small privatizations will count toward meeting conditionality.
To achieve the objective of strengtheninq capital markets, a
minimum number of transfers via the stock market will also be
required. Othor conditionality relates to helping ensure that
certain objectives of privatization, such as widespread share
ownership, are achieved.

It is expected that the first tranche of $4 million will be
disbursed soon atter siqn.inq the Proqram and Proj..9t,,;9~~!:
Agreement and will provide essential seed fund. tor aco81.ra~lnq
implementation and initiating promotional activities. This -
t:ranche wi1l"........."tmnditioned ..''''t)n....'compl.ttbn'···of""'tlU«l~PI.~J~RMlli/~
enterprises, comple~ion of evaluations for 4 enterprises, and
initiating the sale process for 2 enterprises. In addition to
th••e transaction related requir.....t., fir.t· .. tl:ancb.:::<&'.i..... ·..:.,''''....,,,.···.~
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will bo conditioned upon sUbmitting (i) a plan tor a promotional
and eduoational oampaign on share owner.hip and (ii) a plan
identifying poa.ibl. measure. to promote broader pUblio ahara
ownership and showin9 a 5c~odulQ for their study and review.
Disbursement ot the tirst tranche alao gives reuognition to
Morocco's very SUbstantial achieveDlents in estabUshinCjf the
privatization program and putting into place the nec.ssary
institutional structure to carry it out.

The second tranche ot $6.0 .ll1ion will be disbur.ed atter a
cumulative total at 24 enterprises have had aUdits completed, 16
firms have had evaluations completed, a cumulative total ot 10
enterprises have had sales processes initiated, and a cumulative
total of 6 enterprises have been transferred. No more than two
of the completed privatizations may be sDlall enterprises or
hotels and two completed transactions shall be tor large
enterprises. Moreover, a minimum of two transfers will have been
completed via the stock exchange or a pUblic stock offering.

In addition to thsse transaotions-related reqU1.r_.nt'~~!;;i\'~
promotional and educational campaign on share ownership wtl'l"'hav~
begun, the studies identified as necessary for shlQ:'."o~"8.,,1p
will have been completed, UBAID and the HEAP will haveagr.aa on
a number of measures in this area to be initiated prior to second
tranche release and a study rllwiewing the means by which ,-
priv4tization efforts will be cont:Lnued after the pre....... ~99E'Ul ~
will have been completed. Other conditions will require the GOH _

::i~~~~a~~Mar~:=~~:~~::4.ft~::to~~It=~~~~~~_
current level.

The third trancne of $10 lIillion will be disbursed after a
cumulativo. total ot 44 enterprises have had U1idit:,.v·:'CO'iiIflftil!f~'·38 .
firms evaluations completed, a cumulative total of 34 enterprises
have had lIale. proce.... initiated, and • CUllulat:~,tot:al~"2'i~,
privatization. has been aC~lleved. Of the.eCQ1lPletad
divestitures, no more than six shall represent small enterprises
or hotels and six completed transactionl; shall be large
enterprises. In addition, a minimum of eigh1~ enterprises shall
have been transforred via the stock exchange or a publio stock
offering.

In addition to these transactions-related conditions, other
measures will be required to have been put into place to promote
broader pUblic share ownership. Discussions 1iill be held atter
the disbursement of the second tranche as to what measure. in
this area will be required for disbursement of ithe third .tr~nche.
The HEAP will also be required to furnish a pl~lIn and schedule to
demonstrate how privatization will be completed for the remaining
enterprises and to demonstrate that a competii:ive, .,libera,~J.~~ ..
market environment has been maintainedane! that:'GdFr.so~.~'*>
allocated for privatization implementation haV4l not declined.

-" Yo' ,. - '., ....,."~"""".............._,, • " ." .,.. , ·~""_lUr"I.JJ._lllJ~"I'UI!!II!!l!

At the time of third tranche release, the GOM wil.1 have completed
at least 28 actual privatizations and started the pl','ivatization
prooess for at 1eaat .16"others. Hence, by. tJut:.dr.A:~~i.uJMi"""'''''...•,'"

-_.=
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tranche disbursement, the privatization process will have begun
for 40 , ot the eligible 112 firma.

Tho each transfor dollars from each tranche diQPurGemont will bo
deposited into 8 Separate Account in Morocco's Central Bank and
will be used to reimburse the Central Bank tor foreign exchange
provided to a.ttle l.tters of oredit opened by Morocoan private
aoctor and certain public sector firms tor import of u.s. source
and origin merchandise.

Concurrently with the release ot dollars tram tha Separate
Account, the Central Bank will deposit the equivalent amount in
dirhams in a Special Local Currency Account in the Ministry of
Finance. This counterpart will be used tor otf-budget
privatization exponditures, largely by the MEAP. utilization tor
each tranche will be jointly programmed with the HEAP.
Availability of the local currency will enable the HEAP to
accelerate privatization implementation and finance certain
critical activities Which might otherwise be impossible to
undertake. Priority uses ot the co~nterpart,,,i11 inoJ,ude 100al
currency costs ot aUdito and evaluations" ot tirma to be
privatized, measurea to expand share ownership, ~.~rainll\9
programs for vorkers displaced by privatization; pUblioity'
campaigns on share ownership, restruoturing of firms, prospeotus
preparation, printing and distribution, assessment and correotion
of pollution problems of, privatizable tb...., and, qost.. ,ot
ilnproving capital markets. ;;

AUdits will '~4:b~';;~du~t~~~~i.i~~:ril!~V,t~"'J"""
programs prior to the disbursement of the aeconll and third
tranches to verify that depoDits have been made c(,lrreotly and
funds used according to the tarms of the Agre~ent8. The
disbursements will not beaada unles. tha re8Ult.'''ottil.''a~cU1:.

and of the HEAP/AID review demonstrate that implementa';ion of the
proqraa is proceeding vell.""" ,.... ,.;" t·;t,,.",e,' ",,·'\<'\4~1.::·-·"'~1,1;'("·'·~;("!f~"'·

• " '. I'·'

u.s. Technical assistance and support will be essential to help
the HEAP carry out the overall privatization program, im~lc~ent

specific transaotions and deal with partiCUlar issues. A 10n9­
term advisor, short-term transactions aasistanoe, other short­
term technical assistance, policy stUdies, environmental
assistance, limited commodities and training will be provided to
the HEAP. Most of this assistance will be procured via a buy-in
and an institutional contraot with firms working in privatization
assistance. IQCs/buy-ins for pOlicy studies and the PRIDE
project tor environmental assistance will also be utiliseel.

The conditions and procedures of the sector 'a.8istance viii hi
detailed in a Program Grant Agreement to be sig~ed with the HEAP.
The technical assistance COJlpo~t will be, ()bligaUd,.,.vi~.. _ ..
separate Project Agreement with the' HEAP. The'\Prograa PA(iblffltru;,:,(,,,,,,,

be September 30, 1996. If the conditions for release of funds =
are· not met ·lnthi. tiM" tr..."...by·'.:ftMl• ....-und*.I.i.bI;,~-lllljl.,

de-obligated and re-programmed for other projects and additional
funds will not be obligated.
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The PrivBtization Law atipulate. that the privatization of the
named 112 entities be comploted by Dacombor 1995 or, now, within
tour years. This is a very ambitious program compared to re8ults
achieved in other developing countrieLi t..hat hilve atteJllpted
privatJ zation. To provide an incentive to the Government to move
expeditiou9ly and systematically on implementing the
privatization proqre., conditionality has been tied, in large
measure, to completing actions necessary to complete
privatization transactions.

The non-project assistance will be released in three tranches,
with disbursement tied to several indicators of progress in
implementing the privatization program, taking actions to broaden
share ownership among the general pUblic, insuring the proper
tlow of information to the pUblic to assure transparency in the
process, and taking certain steps toward setting the stage for
completion and extension of the current privatizationpr~ram.

The Program Grant Agreement will also includ. co~enants
committing the Government to maintain open and oompet:itive
markets in the industries in which privatizations will ocour, to
prevent further industrial concentration via the privatization
program, and to maintain the current level of bUdget support to
the privatization program.

The major thrust of conditionality is diredtly tied to
demonstrating ,.i9Q~fA~.,MYD9,~~·..,.·.i.Jt»,J,.....MtAtiiiL.g~~'·j.'·''':'.1i~
the Government's eri€lre prlvatlz"ation pro9ra'll.· The prlviEIia£Ion _
process embodied in the regulations i.pl...ntinq Morocco'.
Privatization Law requires completion ot several stages to ready
the enterprises tc." sale. Some privatizations will be less
complex, other divestiture. will be tar more ditticult,"r~irlng

restructuring of the firm or considerable preparation to prepare
a market tor the ent.rpri...., DeveloplMDt .. ~I'''' .·;·;~l·ii',.ot

enterprises tor whioh Buccessive levels ot a~ionshave been
completed will be essential 'to maintain momentum for impleaenting
the Government's privatization program. For this reason,
conditionality is not tied solely to completion of a ,--:ertain
number ot privatization. but also to achieving some ot the
important milestones toward privatization tor a far larqer group
of enterprlses. These milestones comprise the to1lowing:

Completion of Audits: Audits are a first stage in the
process of appraising the value of a firm to be privatized;
an audit develops a complete tinancial set of. statements'
for the firm, establishes what real property belonqs to the
firm, inclUding levels ot inventory, and worth ot stock and
bond hOldin~s. For simpler privatizations, audits and the
estimation of book value may be SUffic~~t.to.,..~!lp
estabUsh a llinillUII Bales prioe for:·,th."qlhlto""be
privatized. Financial statements are essential information
to be included"'in raquest:s"for bid.'a~~...i'Jji/~,,--~
the sale process is initiated.

Compl@tion of lVolu.tiona:,,· Evaluatlona look·"beyonci ...,tIMl_",,__, ...,
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book value of a company as expressed in its finanoial
statements in order to .stimate the market worth ot the
firm. Evaluations examine the signifioance ot the firm in
tormD of tho markot aharo it holds and tuturo prospects,
management, and need tor restructurinq and new invest.ent.
Evaluations also investiqate the likely market for purohase
of the enterprise to be privatized; who are likely buyers,
what might they be willing to pay for the fin, what
advantages \;ould accrue to them by purchasing the tirm,
would the possibl. purchase price be affected ~ a need to
shoulder large existing debts, by a need to sink new money
in the tirm to make it more profitable. Evaluation studies
assess whether restructurings would be worthWhile and what
method of privatization would be most eftective. Audits
and evaluations thus establish the worth at the firm both
in terms of book value and likely realizable market value.

Accounting firms must be selected to pertorm the aUdits,
and such firms and investment banks are used for
evaluations. Scopes ot work for the.. aUdit•• ' ancl
evaluations must be prepared and these wl11ditfer
considerably trom oase to caS8. This is especially true
tor evaluations, since in 80me instances the evaluation may
need to look at likely realizable values it the fina 18
restructured into ditferent entities, or subsidiaries sold
separately, or, in the ease of hotels, whether ~ ,~tter
price might be aohieved by grouping hotels together. _

:~~io~~·:~~~~~itf~,~,":-
with quality standards and the teras at reterence. The ­
Ministry ot Economic Attairs and Privatization then needs
to prepare its own analysis of the audit and evaluation
tindings and draft its reoommendations to the ~IQation

Authority for review. In the event that a restructuring is
decided upon," .uob rest'.r.ueturing would aost: l~ly:~~
before subllliD.ion of t:he audit: and evaluation"- to the
Evaluation Authority for the setting ot a ainiaUlt sales
price.

The Evaluation Authority is responsible tor settinq ainimum
sales prices for firms to be privatized. It has a maximum
of two months to reach its decision after submission to it
of an evaluation report from the Ministry at Eoonomic
Affairs and Privatization. The setting of a minimum sales
price is important in order to have a reference point from
which to evaluate offers for a company to be privatized by
request for bids or direct sale or to set the per ohare
price in an initial pUblic share oftering. '

Sale Process Initiated: Witb tbe dec~~iOD ~, the
Evaluation Authority on a JDiniaUII sal•• -. 'price,' the
Government can proceed with deciding how and when the
entity sbould be sold.'-'Any needect ....ftrUot:dl'fit1'l1foumw.fi.~
to be completed by the time this decision is mode to assure
that the evaluation reflects the actual condition of the
enterpri..e "or,botel ..tQ be,privatized. 'J'S~oJ;_Q;ug.t~.in9....... <."ll'''''''''~'
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may at time bo complex, hence adding to the difficulty for
firms or hotela to reach this staye. Initiation ot the
sale prooess entails reaching agreement with the Transfer
Commiaaion on tho method of sale (request for bidLl, sale on
finanoial markets, a combination of both, or direot sale).
Further, attainment of this stage requires that all
preparatory documentation be ready: that the terms of a
request for bids and bid documents have been prepared,
prospectuses and share offering documents drafted and
approved. Further, in sales via finanoial markets,
arrangements have been made with banks and/or the stock
exchange to handle the offering. Also if sale is t~ take
place via financial markets, a decree must be issued by the
Ministry ot Economic Affairs and Privatization specifying
the ofter price, place and timing of sale and other
conditions. Of prime importance, the promotional campaign
to advertize the request for bids or public offering must
have been designed and ready to be implemented. Indication
that this stage has been achieved for a given enterprise is
evidenced by the public announcement of the request for
bids or of a public offering of shares. Once this stage is
achieved, it is very difficult to turn back, and Ultimate
divestiture is a near certainty. In rare instances, it may
be, however, that the market responses will show that the
minimum sales price was set too high by the Evaluation
Authority. In this case, the Evaluation Authority will be
asked to re-examine the minimum sales price in the light of
the Ilarket r ...~ns. rec~.i.ved."

Privatization: This last stage is achieved when, in t~e

case of request for bids, the Transfer commission has
received and evaluated all bids and accepted the tender
with the highest orrer. The divestiture is then ~ormal1zed

by issue of a decree by the Ministry of Economic Affairs
and Privatization. In the cas. of sal. throu9b tinancial
markets, privatization is completed when the public
offering is terminated and all shares offered are
distributed and registered. consistent with the
Privatization Law, completed sales will be counted as a
privatization if the entirety of interests owned by the
Government is transferred, i.e. ownerShip interests held
directly by the state (PUblic Domain, Central Bank,
Treasury), pUblic establishments, companies in Which the
state holds all capital, or by companxes holding pUblic
concessions.

Some of the 112 entities to be privatized will be far easier to
privatize than others, and the economic impact trom some
privatizations \ will be less than others. To assure that
Privatization Sector Assistance result. in important
privatization. with larqe economic benerit, only a _itf.WI nUJllber
of these smaller privatizations will count toward meeting
conditionality•.. Th••• 1••••1" privatizationahave·'been· defined , .. ,
to inclUde all 37 hotels and 22 enterprises having in 1989 a
pUblic sector share of net worth less than DH 40 million and
total sales of less than DB 80 million and whi~. are not holding
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or investment oompanies whioh would require splitting the
undertakings into varioue parte tor 8al.. On the other hand,
privatization of the very large Government-owned bank., insuranoe
and invQstment companiQ8, and the v9ry lar~Q industrial
establishment. will have very .ignifioant impaot. on 800nomio
effioiency and will be difficult. to aohieve. . Th. largest
enterprise. are defined to cOlllprbe 19 firm., .6ob havinq a
public soctor share of not worth exceeding DII 150 million and
have sUbstantial salos volumo and employment. To meet
conditionality, a miniawa nWllber of the.e important entiti•• auat
be privatized. -

~

As mentioned earlior, privatization can have signifioant impacts
on development of Morocco's equity market. For this reaaon, the
conditionality specifies that a certain minimum number of firms
must be privatized via finanoial markets and that these must be
additional to those privatizabltt companies now quoted on the
Casablanca stock exchange. In addition, tranche releasee will
require implementation of a number, of policy ao.~~~n~,~iJ!l8c1" at
promoting broader ownership of ahare. amonq th.<~~"'.~~l"pUJ)no.

Successful implementation ot privatization will hinge iaportantly
on the proper flow of information to potential investors.
Transparency in operations will help to quard againllt IIUllteasanc0
or the perception by the public of malfeasance in the transter
process. The growth of such a perception voul4 lea(,i to
opposition to continuance of the privatization program. Hence, _

~~t:~~~Z:~i::~"fr::o:f·'\~~=':~.:h~~~~t~l-
for development of a promotional and educational c~i9n and ~

implementation of the actions identified in this plan. ~

....

1. First Tranche
, '. " , "~ ...~~~-~,,,! , '-:" - ','> ; :. 'f;;t~I~.~})~'l::i',\,: . I"','

A first tranche of $4.0 million wHI be released after aUdits and
evaluations have been completed for 8 firms, evaluations
completed tor 4 firms, and the process of sale init.iated tor 2
privatizable entities. In addition, to these transaot.ion-related
requirements, first tranche release will be conditioned upon
submitting (i) a plan for a promotional and educational campaign
on the benefits (and risks) of share ownership and (ii) a plan
identifying possible measures to promotQ broader public share
ownership and showing a schedule tor their stUdy and review.

An information and educational campaign will be eSllential to
create a market for privatizations that are to take place,via
sale on the Casablanca stock exchange or by offer atafixed
price to the general pUblic at banks and other public Pla~es of
sale. The plan will assess the target market ;~or share
ownership, analyze the best means for reechlnej ~'!. target:
aUdience, develop the content of the mesfJages to be ~..!!~itte~ _
identity the 'role.,v'to be played~bY~lM_~..,......"'.,_
exchange, and others in implementing this promotional campaign,
and estimate coats and methods of financing the campaign. Under
the technical as.l.tance<oooaponent,.lIhort...tera._....... ~..J./·,_""'lM.l\lIlIlt_
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furniohod to holp dovelop this plan.

The Docond requirod plan/schedul!.e will idontU'y pODoiblo measures
to promote share ownttrDhip, d.ltermine what atuctie." teohnioal
assistance, or training neods to be oompleted to detormino their
feasibility and begin implemontation, and outline a sohedule tor
completing cny n80essary rev1aw8 and de010iono to put theRe
maaaureo into place. Possible measuros that may be includod in
the plan include:

changes in tax PloUcy, including harmonization of
tax treatment between debt and equity instruments
nnd between pUblio and privnte sector issuanoes,

creation of mutual funds and assessment of what
legislation ma), be necossary to enable or
encourage their development,

oreation of employee stock ownership plans,

enabling insurance oompanies and pension funds to
invest a larger portion of funds in sharos,

measures to prOJ20te oonvertible bonds,

finanoing and r.lok hedging incentives for ..hare
purchase, and

programs to prfovide creditor guarantees ~or

stock purchase und ownership.

Conditions for first tranche release have been designed to
require a minimum demonstra'tion of concrete proqreos in
implementation or the Governmer~'u privatization proqr...nd ot
commitment toward carrying f()rward a large promotional and
educational campaign and other' measures to promote widespread
share ownership, maximum response of interested investors, and
maximum transparency in the pri.vatization program. Counterpart
dirham funds generated by the first tranche will provide
essential seed money for defraylng costs incurred for undertaking
further more numerous actions related to additional transactions
and to carrying out the promotional and educational campaign and
stUdy and review of possible measures to promote broader share
ownership among tha general pUblic. Because this first tranche
will provide necessary resources needed to further advance the
pr.\vatization program, it is essential that the tranche be
quickly disbursed. The first tranche conditionality gives
recognition to Morocco's very substantial achievement to date ~n

establillhing the privatization procn:'Ul and putting into Pl..~.,tl1.
necessary institutional structure to Carry it out, notably
official appointment of the Evaluation Authority and Transfer
Commission, and review aneS ratlticitlon"byf" Parliilmeiit'<'or''''1!h......·I/(I......
official implementing decrees for the Privatization Law.
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Tho aecond tranc~".a wBI total $6.0 million. It will be relea.ed
when '" cumulativo t()t",l of 24 pr Iv41tizoblo ontitio" havo had
their aUdits completod, a total of 16 fil~d have had evaluationa
complotQd, 10 tirm. h.,ve had the aale prooo•• Initihted, and, tor
6 firms, privatization has b.en aohieved. No .ore than 2 of
thcae completod privatizatioml moy bo smaller entftrprisos or
hotola, and a .inimulll of two transfers ahall have been oa.pletod
via tho stook exohange or a pUblio .took otferinw. Horeover, at
loast two of tho oompleted privatization. must oonstitute large
ontorprises.

In addition to thODe transaotiono-rGllated requirementlll,
implementation of tho promotional and educational ca.paiqn on
ohare ownorship will have bogun AS evidenced, for exa.plo, by
appearance in the media ot pUblic information on benefits and
risks of share ownership, pUblication of promotional material,
inclUding educational material on how to read prospeotus8p and
financial atat.m.nta, and wide.pread diftuslon of requ••t.tor
bids and prospeotu••• to po••ible investor.. Work tlil1 a1.0 have
advanced on measure. to pro.ot. widespread Ilhare ownermlp. The
studie. identified a. neoe.sary a8 • oondition ot rirat tranohe
reloase will have been completed. Ballled on the stUdios,
USAID/Morocco and the Hiniutry of Economic Affaire and
Privatization will llCjlree on II number of .ea8U1'OIJ &'el.~ to
broadening share ownership as additional conclitionality for
second tran~''''~~''''1i~I~'"t'iW/illi' ,""~,~~J'!~.~/'I>1"';I/_M,Jj';'~'M"'!.lM~..W*~,.!il·"~'"

Given that the Privatization Sector AS8istance i. intended to
motivate the completion of the Government's entire privatization
program, a turther condition of aecond tranche release will be
completion of a study rllviwlnq the .eansby Whioh prlvat:t.atlon
efforts will be continued after the present program. This will
include review of the teaaibiUty 0: e.tabU8bl.... pra.vat:is.tiOil ,,'
revolving fund. Such a fund could be initially financed 'by
either a portion of the local currency counterpart or the
proceeds of privatizationa. Subsequent funding would derive from
a share of revenUB gained from additional privatizations.
Existence of such a fund would testify to the Govermaent' &

willingness to proceed on implementing privatization, but the
desirability and feasibility of such a fund is a complex issue
requiring study.

Privatization will lead to a more competitive economy provided
that progress is maintained in lowering barriers to trade 80 that
the privatized firms face a reasonable degree of international
market competition. Moreover, privatization should lead ~oa

greater deconcentration of ownership by removing the s~ate,from

productiva sectors and widely diffusing ownership.. . D11JbUr.....nt
ot the second and third tranches will thererore ata requlftl that: .
the following conditions be fUlfilled during the period following _
d1sbur.e.ent of the"previous,trancbe. ,Th.....i!•• ,••".,,,'••1'•• ,--<14'

conditions rather than covenants because the oooperating
Ministries cannot legally commit the GOM to these policies, even
though they are fully",c:onaiatent ,with ,,,the·...,,pQUW-~QC,"'...,,tha,,..........,.,..
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GOVfJl"Ulllfmt. A" oonditionll pr"ocl<l"nt, howe-ven:', tho GOM w111 ba
required to domonatrat. oontinu$d adh.ranoa to tha•• polioi•• a.
n form" 1 oondition at ••oond and thir.d trtmoho dl.buYlIIClmont.

(ft) .aint.nano. or • oompetitiva market environ.ent tor
indu.trie. 6tteoted by privatization;

(h) abotQntlon tro~ lnor8Dalnq tAri!r and non-tariff barrloru
affeoting import. 001llpatin9 with the output ot privathad
entitle.1

(0) avoidanoe ot Gotiona whioh would reau!t ill lIIore cUrf.1oult
market entry for ne.., produoer. or auppli.r. or 900dll and
uervloe. produoed by .eotor. afteated by privatization; and

(d) taking nooessary aotions auoh that Impleml!tntAtion ot tho
priVAtization program leads to an inorease in share
ownQrohlp.

In order to enaure that the looal ourrenoy oount4.r~rt J.. truly
additional to ths re.ouro•• now available tor prlvatlllat10n
implementation, the ••oond and third tranohe. ,,11.1 al.o oontain
oondition. requiring allocation of the bUdget at t:he HInt-try ot
Economio AftAir. and Privatization tor privatlzatjlon at or above
ite current level.

Prior to disbursement ot the seoond t::'onche, there will 1>0 nuditm
ot ~e doU,U',"',.I.ooAl~_ aM,. NlrAPl4Ja;.....,...
ot the progru which vin ,- as.e.. proqre.. attained In
implementation, progress toward .eeting program objective. ~nd

compliance with the terms ot the Agreements.

3. Third Tranche

The third tranabe vill be tor the lar;a.t -.aunt. .10 .illion.
It will be released when 44 enterprloel have blld audit. or
eVAluations completed, 38 firm. have hod evaluationa prepared,
the sales process has been initiAted for 34 f.lrms, and Il

cumulative total ot 28 privatiz.tion. have been ac:mieved. Of
these completed divestiturea, no more than six sholl represent
smaller operations or hotels and at least aix shall comprise very
importAnt enterprises. Further, a minimum ot six enterprise.
shall have been transferred via the Casablanca stock exchange or
a public stock offering.

In addition tr.. t:.'lese transactions-related conditjLons, other
measures will be required to bave ~en put into placel to p~o.ote

broad public share ownership. Discussions between USjUD/Morocco
and the Ministry ot Econo,ic Affairs and Privatization viII be
held atb,'r ~. rel_a.e of the .econd tranche •• towlu,t~
will need to be i.plemented tor the third tranch1' aJ14~"li1!rm!ia
in the c",nditionality. FRJ:.. thia tranche, the Mw.,,~..~,_.
ZC:01l0'M10 ~\tta~"Wa' Pr'r"~'ltl1Jlf""v111 also be tlllIat~··
furnish A plan and schedule to cJemonstrate how privatiz8tion will
be complet(~d for the remaining firms. Finally I thiI'd tranche
oonditionaU.ty will alao"i...luda......·oonditi.. pr........'.... Ll>-'O".
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rHHl<md dlAtH4egotnunt: rCllnt:Qd to tnBlnt:nJnluq Q oOffipAtltlvo mack'lL
onvlronmCllnt relr indu.trie••frootad by prtvatlllAttoVl, ab.tatnlnfJ
tr.om nottona to lnor•••• ttl.. lov.l ot proteotlon aftontad to
11111uflLrlus in wh.1.£;h rlrllllA will ba px:ivatlz"ll, nvolcHny aClJonu
ImpcuUnq mark.t ontry to'/[' new produoer. '.od Induatr10. "rt.ot.11
by pr1Vllt hilt ton , recjulr lng the Glover-llIllont to tako tho neoo••arv
atepu to in.ure tt,.t pl'J.vat.t ••tlon lo.d. to an illcr."'•• in .har.
ownor~hlp llnd rOllqulriol} thlQ GOM to mnintnln thA bUl.1gnt nllocation
to the HEAP tor privat.h:lltion at lOllnt lit 1ta our.ront IflV.l.

Prior to ai.bur••••nt at the thtrd tranch., thore ",H1 ho Audit.
or thQ dollar:' and 10('/,,1 ourr'Dnoy proqrama Illlft " MI"..AP/AID raview
or the prograM whioh will IU,uUUUI prc14,lro.. att.tnad in
impl41montlltion, prOlJreOg tOlll'ard meeting pl~o(lram objectiveA and
complianoe with the termg at the Aqreomentg.

At thy tlmo ot third tranche relenny, th8 Gov8rnmgnt ot Mo~ocoo

will hOVd oommonc~d tho privfitization procosa for at Ionat forty
poroont of tho 112 tirma. lIeoaUfJo pt th.a mAny gubg!diar!e8 of
19tate-ownl;.j enterprb. andl oro••-holdlnq., the nuaber of
£Jooondary privet.bation. will Ukely be ..\Job 11l,,:g••r.

D. DOLLAR USES

The dollars provided by eaoh tranche ot tho Program Grant will
be depo8i~.d into a aeparate .~ooount at the Bank AI-Ka9hreb(BAM) ,
Mor~cco's Central Bank. They will be utilized to roimburAe the
BAH for ~:•.I~..,tb.~)ted"IYtM"">lIHl~"'.\""""'..tt""." \''''~''''i''',,'.l;I*'

1. separato Acoount

In conformity with AID requirements, the BAH will establish II

08parate, non-oo..lnqled aooount for the dollftra provided by the
Sector ASldstance. Establishment of tho account and notification
to UBAID "oroooo ot ~. acoc)unt JUlM and nuaber 1•• condition
precedent to firat di.bur•••~nt of the Seotor A••i_tanoe.

The Mission is confident 1:hat the BAM is fully capable of
managing 1:he Separate Account. The RAM is a highly rospected
institut!cln whiob playa a key role in Moroccan banJcinq and
finance. The BAH has managed several similar proqramr- for other
donors. !'or example, the BAM will be pulling together for the
World Bank the dooumentation and requesting reimbursement for
financing of $215 .illion of import. authorized under tlle Second
Structural Adjustment Loan.

2. Digbursement ProcedurQA

""'!'

Upon fulfillment of the conditions precedent for each tranche,
the GOK will r8QUest disbursement of the tranche. After receipt
and approvol of the requeat, the Mission viii authorile the
disbursement of the dollars through an electronic funds cash
tranater or i ••uanoe of • ohecrk.'-'AnY'''t.ftt~··''~••I''II' hll......

funds in the Special Account will be programmed a. if it were
principal; however, it appears that Moroccan law and pOlicy do
not perait payaent of inter.at on such .acounta..·. ,~, ~"_""."".'-""~''''''''''",''

39



-.
- ~

..

u--
..

Doll.lIlr.. troll tho Separate Aocour.t will be ,;01eaoo<2 to the BAH
qQuQ.cal CorQ.l.ljfn uxchunCjfQ .r'UiUU"VQ~ to ru.1l11bursQ feu: uwu vI: £ocu.1.\tn
8xchanqo provided to a.ttle lotters of orodit opened by certain
Moroocan importer.. in tavor ot u.S. suppliers shipping u.s.
source and oriqin lIlerehaneU..e for whioh paYJItiint has been made
according to tho normal Qonvoroion procoJuros utilized 1n
Morocco. Upon pr8sQntat.ion and roview ot dooumontation by the
DAH dom~~.tratinq that letters of oredit for eligible imports
have beon opanod and the rolated foreign AKohanqe tran8aotions
oompleted, dollar.. in an amount equivalent to the eliqible
letters ot credit ahall be released trom the Separate Account.
Only lotters of credit openod atter the signature ot tho Program
Grant will be eliqible tor reimburaement. It i .. antioipated that
tho BAM will insure that documentation for sufficient eligible
transactions is assembled 00 that dollars may be releas3d soon
after thoir deposit in the Separate Account.

The BAM will be required to take the necessary lIeasure.to .""Ut.-.:~," .
that dollars ~re released trolD the Soparate Account, •• '
expeditiously a. possible and, At A minimum, prior to sUb••qu."t'
tranche diobursemonts.

4 • IJ,jgj)'Jlo Go<U!cl

Financing of hnporta hAVing" th,eir source and oriCJin, "in t,,h,e" UJlit'eQ , ' r:
sutea by thf: prJ.V.~".~~M\4,..tri.l..,IUlCI~~~~[
orgAnizations or by other organbatiordJ ..,hich the Pan'les""iiiY'"' ~

later 8gref;l upon Are eli'1ible for reiJllburselDent froll thl/l Separate
Account, with the following exceptions:

- MUitAry Equipment;'
- Surveillance Equipment;

: =~~o~~~~~::f;~1":;;~~ots;
- Luxury gOt)()s;
- Goods in support of police or other law enforcement

activities;
WeAther modification equipment; and
Rubber compounding chemicals and plasticizers.

In addition, the following utilizations will not eligible tor
reimbursement from the separate Account: .-

Payment of debt owed by the GaM;
- Other uses contrary to AID policy or regulations,

Which will be notified sepArately to the BAM.

Preterence will be given to imports by the Moroccan "'D~~~"(,,,
sector but the present profile of Morccan illpCirt:. trOll tiiF11n"".~·"'" <.l,;.

is such that it is unlikely that the dollars could ~_ ~~ ," '. ­
in a ti.ely manner it imports 6't'."""'ft.tl'tbt.a'·!."'I~-~­
sector. The major Morrocan importers of U.s. non-food goods tent't
to be large public companies such as Royal Air Maroc or thlil
phoaphat. company. These co.pant.. repr••en..".t.b.·",b8a"~~".. ""

-
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opportunitlao tor U.B. exports to Moro~oo and will continuo to
be important for market development in Morocco. From. "buy
Amerioa" poraptlctiv., it would therefore not JIlaka aen.. to
QxoludG thQm from Qli~ibility tor thiQ pr~r.am.

-
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5. Reportina

Tho DAM will provide a bank statement for the Separate Account
on a monthly basi_ a. long a_ there are tunds re.ainin9 in the
Aocount. The statements will provide information on deposit. to
tho account, interest earned and disbursoments from the account.
The DAM will aloo provide quarterly reporto, or more otten as
noedod, on tho imports financod by t:ho account. The reports will
provide tho nat;ure ot the import, the importer and the amount of
tho transaction.

6.

,

Tho DAM will retain supporting documentation for a period ot
three years after the date of tinal disbursement of the Grant,
which will be available to AID or its representatives for
periodic aucUt. Funds are made available in the technical
assistance agreement for contracting with a local aUditing firm
to audit the BAM records and supporting documentation to ensure
compliance with the conditions of the Grant. The records will
be audited well before the second and third disbursements of the
Grant, .s well •• at the end 0' project. ' ,/1\'''

E. LOCAL CURRENCY GENERATIONS AND USES

1
1. Special Account

-~
~i

-ill-.
~.

As required by AID regulations, the GOM will establish a Special
Account for local currency generations in the Ministry of
Finance. The Ministry of Finance will provide A.I.D. with
evidence of the establishment of this account and its name and
number as a condition precedent to the first disburoement of the
Program Grant. Local currency will be deposited into the
Special Account by the BAM concurrently with releases from the
Separate Dollar Account for reimbursement of imports from the
u.s.

The Special Account will be a "Special Allocation Account"
(Compte d'Aftectation Speciale). This kind of account is
const,~tent with normal GOM practice and meets AID requirements
for Local CUrrency Special Accounts, specifically in that:

The special Account be a separ!t., identifiable
account which only includes the counterpart lunds
generated from the Grant.

The f~Alds in the Special Account be utilizod only for
purposes previously mutually agreed to by AID and the

. Govcarnment of Morocco.
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Tho GovQrnment of Morocco bo ~ble to oloarly track all
funds deposited into and disbur••d from the aooount,
and to dQmOn8tr~tQ that tho tundo w~re uood for the
intondod purpoDo6.

The Government of Morocoo pQriodioall~' provide an
aooount statement to AID on deposits, wi~~drawals and
uoo~ of funds in the account.

AID re.erve the right to verify the reports on the
Speoial Acoount and audit Account raoords a. needed.

Normally a special account io created by tho Budget Law. However v
in exceptional cases, suoh account oan be established by decree
of the Minister of Finance during the course of the fiscal year.
This will be done in the case of the Privatization Specil.ll
Account. The account will be opened in the name of Ministry of
Economic Affairs and Privatization.

Treasury special account. are always established tOJ: special
purposes. Although a few have been established tor lnd-.Unite
durations and continually provided with revenue, they alee usually
created for a limited period and a fixed amount. contJequently,
these special accourlts, similar to any bank account, trelck
inflows and outflows and generate monthly statements and
notification ot deposits and payments. Because of tho extensive
experience of the Ministry of Finance with speoial accounts, the
Mission has oonoluded that the GOHia oapable of IllUlaglnCjf,,1:P_
Special Account and meeting aU AID accountability req/Uiremen)Eri; ..,

2. Uses of Local currency Generations

The major use of the local currency counterpart will be to
finance seleoted oosta ot the HEAP for implementation Of the
privatization proqram. with a greater amount of resources
available, the HEAP will be able to move mora quickly and
efficiently on audits, evaluations and other actions required for
privatizations to undertake privatizations and to implement other
activities required for the privatization process to be
implemented efficiently and fairly. It is intended that the
local currency counterpart be used to supplement resources made
available for privatization through the Government of Morocoo's
normal bUdget process. Thus, expenses oovered by the Special
Account will be off-budget or be for activities which could not
have been funded or would have been delayed without this program.
This is consistent with GOM speoial account rUle, as suoh
accounts are supposed to be used for off-budget costs and never
for operationalJbudget items. The Program Grant .Agreement will
include condit~ona requiring the GOM to maintain bUdget
allocations to the HEAP for privatization at: leaat.'I'at: U:. current
level.

.' ...... ,..••. , ......~'loo'• .....,.....ft'ot\l. .... ' ""J..~"",.~", ·.~~~A~"".,.·· .i~/~'I"·.'l'\~il!'·"'r"t'lI'h

The following are illustrative eligible useD' of the looal
currenoy counterpart; additional uses may be jointly approved by
the GOM and USAID Morooco:
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works related to reducinq pollution londs of firm. to
be privatized and to meetinq Moroccan environmental
standards,

studies and consultancies to examine measures relatod
to promoting broad pUblic share ownership,

=­
"-
I'

impl-.nt.t;J.QA 0' avr.~ upon 118.8l.lr".'1!'I;;Aml ,pilot.;", ,.".
activities to broaden shnre ownership, '""!ncludinq
employee stock ownership plans and other tinancinq
mechanisms to promote share acquisition,

other special ~tudles to be conducted by Moroeean
experts,

~

local currency costs incurred in improving and
modernizing the stock exchange,

costs of auditing the Local currency Speci~l Account
and the Separate Dollar Account,

other uses as may be mutually determined by AID and
the HEAP.

The following uses of local currency will require special prior
concurrence of AID:

Restructuring ot enterprises to be privatized,
including financial restructuring and investment in ~

plant and equipment, if ·the amount of l~s~.en~
utilized exceeds DK 1,000, OOc»'~' for4~ml\
privatization,

..........-.".~ _~ , " --,•., ",,,••..,....... - "..... ~•.ilI! J••••W•••••r.,.,.;., '''~L
Severance pay for personnel discharged due to
restructuring. In any event, local currency may be
used for severance pay only for.-.QOIl~""''1IJ1ltmt.......
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poraonnol up to tho amounts speoified in tho Moroocan
Labor Law,

Payment of any dabt owned by 0. firm to btll privatized,

Finanoing or share acquisitions.

Programming and pisbursement or LOQol Cu:rrer,\cy:

-
F

---r-

...

Uses o:l funds in the Speoial Local Currenoy Aooount will be
jointly prograllJlled by the HEAP and UBAID "oroooio. A local
currency budget will be included in the Proqrua Gra,nt Aqreoment
Amendments for each tranche. If this not possible at the time
of the Gnnt 8igning8, tho budget will be 8ubsequently approved
by PIL. An illustrative initial budqat for the first tr~nohe,
and t.n illustrative budget tor the full Grant, ure provided
below. The budgets may be amended through exohange of PILs
between the MEAP and USAID Morocco. Where it is not feasible to
program all local currency generations at the time ,of a pr,ram
Grant Agreement Amendment, the bUdget will inolude a lin. tea
reserving these fundo for future progralDJlllng. Thene fund. JIUly
not be disbursed until programmed by exchange of let'l::ers between
the MEAP and AID.

The documentation creating the Special Local CUrrElncy Account :-
will contain a list of the eligible uses of the 10(:0.1 ourrency
without an)! amounts speoified. This list and 'the budgets

f~e~~~~n~orit~Il'e:2~t:tl.~1:~~~n~·~~__·M1·~h\~
Finance. The MEAP will have the authority to lUlke dJ..bur....nt.
which follow the agreed bUdgets. Funds depo.ited in the aocount
need not be expended in the same fisoal year as deposited, but
are available for expenditure a. lonq as the accoun1: i.'OI*W'~'"""·

The Ministry of Finance will uk. payaent:a frOll 1t:h.,Spa"ial
Account in accordance with normal GOK ~i.cal prooll!ldure•• '1'he
documentation requirements are the same as for requb.r expenses,
but when an external source is providing funding, a sp,ecial stamp
can be added on the payment order to insure that disbursements
will not be delayed in case of overall restrictions Oil, Government
expenditures. Disbursements for items not inoluded ill the budget
or for amounts greater than the line item may not be made prior
to amendment of tho budget 8S discussed above.

4. Reporting and Audit

In order to monitor the special. Acoount, the PrclCJl'8lD Grant
Agreement will require that a quarterly report of e:lCPendl~
be submitted to AID by the HEAP. The Ministry of F;Lnanoe wUl
also provide AID with a monthly aocount stat08Jlt.., de_~ill'p..i......
receipts to 1'J'\d disbursements trOll t:ha accMtit~ '1'h.'llIf"l~:"·'"
Finance, upon request of AID, will make available to AID all
account stat8Jl8nt. and.upportill9·{"'CI~t:l...............n",,,".,,.
expenditures under the Local currency special Aocoun~. AID may
also audit activities financed from funds disbursed from the
Local CUrrencl' Special Aocount....These cloQ\lllen~..-ml.';~.~••IIIIlfW,..,....'

....... -.. ~;-~~ ~""'" . ." •• _ ..,... """""'"".,-........ - ... j.,.,.. , ..•• -.~.,'-"-T"'_ ..,~~ .....__
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tho activities financod by tho local ourroncy will be
periodioally auditQd by an internationally rQooqnizod auditinll
firm reprou~nt.d in Moroc~o to demonstrate full complianoe with
the term:: of the Agrooment. " Funding for the audit will ccmo from
the technical a.sistanee aqre8Jlumt. The Aocount will be audited
at lemot beforo the a.cond and third disbursements'of the Grant,
as well as at the end ot tho projeot.

--~

!oS. l~, CUUIUJOY Budgot

If possible, the budget for the first tranche of $4 .i11ion in
dirhams equivalent will b6 included in the Program Grant
Agreement; bUdgets for tho second and third tranchQ8 will be
included in the Grant Agr"lement amendments obligating those
tranches. If bUdgets cannot be included in the Agreements, they
will be SUbsequently approved by PIL. The bUdget will be
organized according to the follow~ng rUbrics, or con901idations
thereof ($000):

ITEM

Audits and evaluations

Restructurings of firms

PIRST
TRANCHE

428

486

TOTAL

2,569

2,914

"--

,­.---

3,915

1,447
-. .. "... ; .....

222

823

948

185

2,145

619

37

536

110

" ..,.~~ ...

other special studies

Improving and modernizing the stock
exchange

Reserved for future programming

\

prospectuses, public announcements 843 4,215
and lik•.~~.u·,.,.\.. < ·"f.'V/"'NI~I'I'~'I~i'h'N':ni1l~,;,;,~~.,.!I!)'/.:iJfI""'~.1i'''''''';%!#~'''"

Promotional campai~. 862

Retraining programs and severance 289
payments

Reduc!n9 poll~tion loade ot firms 55

Studies on promoting broad pUblic 165
share ownership

Implementation of agreed upon measures 190
and pilot activities on share ownership

- I
' ..

... '.: •. \ ~ .. I"
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F. TECHNICAL ASSISTANCE
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External teohnical assistanoe is 8.u.ential tor the SUCOfU.S at the
privatization program. Privatization is a eomplox proensc,
involving difticult problems and sophistioated finanoial analYlli8
and thoro are many issues tor which expatriate technical
,<lxpertise and the experience of other countrIes will be neoded.
~s discussed in section IX, other donors are providing various
kinds at technical assistance but not in an adequate amount to
meet the full range or needs. The require.ent. for UBAID-runded
outside expertise fall into five categories: long-tex., short­
term transactions-related, other short-term, policy studie., and
environmentaL Training and limited commodities related to
managing the program are also needed.

with help froln USAID, the IFC and other donors, there has been
much discussion and refinement of technical assistance needs
since the HEAP presented its first request for assistance in the
summer of 1990. However, since privatization is new in Morocoo,
implementation is just beginning and the GOM is still feeling its
way, there is som8 debate on the extent and nature of external
TA needs. In partioular, Moroccan banks and accounting firms
have oxpressed the bolief that they have considerable ability to
undertake transactions, particularly in the key area of audits
and evaluations of firms to be privatized. The Evaluation
Authority, charged with Ultimately determining selling prices,
may also tend to want to rely on local expertise. other

~~~~t~~8a~~t1f:Ca~p:~li~es~":~f:rar~~l~fft!~~~I~I"
a great deal of external assistance will be required for the
process to be correctly implemented. While the Moroccan
capability in audit and financial analysis will be greatly
strengthened through the "xperi.hce of the privatllatlan'proo•••/"·
USAID Morocco also believes that significant expatriate
assistance to privatization i_ .ssential. ,n..

r

The feasibility of USAID's ability to provide TA and training
services in privatizations is now being tested through the buy-in
with the Internatlonal Privatization Group (IPG). Given the
partiCUlar conditions in Morocco, inclUding the importance of
French language capability and the preponderance of French
systems in the financial and accounting fields, it is clear that
U.S. experts will not always be the best qualified to carry out
certain tasks. For this reason, the HFAP is mobilizing several
sources of outside as well as internal expertise which will
provide flexibiHty in the choice and origin of speoific TA
teams. The proposed level of USAID assistance, Which would cover
implementation of 10-14 significant transaction.-·'·fits thi_ _
approach While providing sufficient direct involvement to achieve _
;~iva:i~::ion;~vel of privatizations ,:~d~~~_M";.'w,.,-

The current buy-in" with the IPG-''''iU<ollf.o'COfteil1u.~~_.1.1Ill'*"
technical assistance and training needs until it terminates on
September 30, 1992. After that time, a new IPG buy-in will
provide the long-term technical assistance, ...80m8. ot.~e", "bol;~ll,,_,. ''''

46

....:.- ..... ...... ,.• '" ·.·· ·:'7"I··-···.··.~-\· ··,··.': .~'~_-,.,..- •.- \ ~, _, .



~-.

=

term transactions-related assistance, other short-term aasiotance
and training until Septembor 30, 1994. Soparate contraot. tor
partioular transaotions will also be exeouted durinq that period.
Atter Soptombor 30, 1~94, a compoted contr~ct will providQ thoco
kinds of assistance tor. the reml1,indor of the projeot. Policy
studies will be undertaken by llppropriate laCs or buy-ins.
Environmental TA will bo providQd through II buy-in to the PRIDE
project.

Following are descriptions of tho specific tochnioal assistance
components:

Long-Term Adyisor

The presence of a resident long-term advisor provides an in-house
source of expertise which oomplements the skills and knowledge
of the Moroccan professional staff assigned to the privatization
program. As evidenced over the past two years in the case of the
USAID-funded advisor (provided initially under a buy-in to II
centrally funded contract with the Harvard Institute tor
International Development and currently under a buy-in to
A.I.D.'s worldwide contract with the International Privatizlltion
Group), the sustained long-term advice and assistance provided
by a well-qualified expert proved to be instrumental in putting
together the legal and administrative framework for the
privatization program. In the same manner, the continuation of
this form of support will be at least as important as the program
moves from strat89Y development and prQ9ram preparation .~,Mtua.).
implementation. In additlon, with the need to provide
substantial and diverse amounts ot short-term techniclll
assistance for specific transactions and other tasks, the
long-term advisor has also become the locally-based coordinator
of the USAID-tunded contractor, responsible for helping to
coordinate other inputs.

USAID will provide one resident long-term advisor through the TA
contractor during the two year period of the project following
expiration of the curr.ent IPG buy-in on September 30, 1992. At
an estimated cost of $300,000 per year, th9 total cost for the
long-term advisor wUI b,! approximately $600 thousand.

~t-Term TA Associated pirectly w.ith Transactions

The bottom line of Privatization Sector Assistance is the
completion of specifi',:: privatization transactions, i.e., the
transfer of control and ownership of state-owned enterprises to
the private sector. The conditionality for the release of the
second and third tranches is directly linked to this aChievement,
and the first tranche also requires sUbst~ntial progress in
preparations for salelo "Transaction-related" costs refers to all
costs specifically linked to the preparation tor' 8ale aft4·'~al
sale of a given enterprise. These could include financial and
ope,rational appraisal of enterprls_, enterpri.......wluatl....,.-· .•..
enterprise- specific legal issues and assistance in restructuring
and preparation for sale. These costs are distinguished from
other technical assistance costs Which, While ill'~ortant to ..the
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ovorall program, are more general in nature and relevant to moro
than ono transaotion. Tho dividing linD between thlll two
catogories ill not always orystal clear but the di.tinotion itaelt
1~ Import~nt in ordor to aCGurc that a GubGtantiul port1on ot
availablo ahort-term TA io dedicatod to actual tranoactionlll. It
is hoped that USAID tunds can particularly provide' aggiotal1loe ~n

pUblic oalo ot shares through financial market••

While the cost of individual transactions varieD greatly
according to th. nature, size and situation ot the tirmto ba
privatizod, uoinq the CCllst assumptions detailed in the
Institutional Analysis, $200,000 - 300,000 is a reasonable
estim~to of the average amount of USAID-tunded TA which will be
required for direct trano&ction-related costs per transaction
supported. Based on the requirements tor actual privatizationo
and preparations for privatizations as the condition for release
of the tranc:hes, and an assumption that USAID will be requested
to play the lead role in assisting 10-14 of the exercises, the
TA costs would be about $2.7 million.

other Short-Term TA

Non-transactions-related-short-term technical assistance in a
variety of areas will also be provided. This may include such
topics as general privatization promotion campaigns,
strengthening financial markets, design of other financial
llechanislll8 to effect share tranatar., employe., "took, Qlptiqn
programming, alternative financing techniques, strllitegic
planning, industry specific regulatory adjustment nnd
improvements in the internal management, monitoring and
evaluation capacities of the MEAP privatization unit alld the
Transfer Authority and Evaluation commission. Some of these
SUbject areas, e.g., financial market improvements, lcelate
direct~y to conditionalities for the tranche releases. ~bout 6
PMs/year, for a total of 24 PHs, is estimated to be sufficient
to meet high priority requirements in these areas.

Training

Short-term overseas as well as in-country training for MEAI' staff
and other individuals associated with the privatization process
will be provided over the course of the project. Trainil11g will
include short-term courses in various aspects of privatlzation
given in the U. S. and, when necessary, third countries, and
attendance at appropriate conferencos and seminars and wOJ:,'kshops
in Morocco. A limited amount of $25,000/year is estimated f.or
training, at a cost of $100,000.

Policy studIes

A number of the privatizable enterprises operate in nectors
characterized by considerabl,.. direm: GOverma~-intervent::Lon. ,1ft
pricing and marketinq. These inclUde sugar, oil seed marketing
and various agriCUltural input supply sectors. Suc(:essful
privatization of enterprises in those sectors will require policy
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and administrative ohllngoo by variouo parts of the GOrf, including
MEAP, tho Ministry of Agriculturo, Minilltry of Commorco Qnd
Industry, Dnd Hini.try of Finaneu. Tho sugar millo, for o)mmplo,
aro high coot, inefficient producoro Which ct\1l continuo to
function only becauoo of vory high controllod ougar priceu Qnd
imp9rt restrictions. In addition to rootructuring tho mills to
incronso" their "etticioncy, tho sugar markot in Morocco muot bo
mado more compotitivo and prices muat be moro in lino with world
pride.. To a••lst the GOM in better undorotllnding the problom~

llnd in creating a more compotitive, market onvironment for thooe
aoctors, ahort term tochnical aaoistanco on pricing, import and
other relevant policiea will bo provided to HEAP and other
appropriate GOM ministries. About 12 PMa of l1soiotanco will be
required.

Enyironment

The environmental aspecta and implications of the Soctor
Asoistance Program aro discussed in Section VIII and Annex C,
Environmental Analyais. While privatization per so should not
itself have any significant environmental impacts, many of the
enterprises to br privatized have or could have adverse effecto
on the environment. There are potential environmental
liabilities associated with certain ot the enterpriseo to be
privatized. In addition, the privatization proceso can ofter the
opportunity to imbue private and public sector decision makers
with a heightened awareness of and appreciation for sound
environmental management policies, practices and procedures,
while addresoin9 a variety of potentially significant sources of
environmental degradation in Morocco. Short term environmental
"ai.tanoa service. will therefore be provided to work with other
technical assiotance on enterprises which USAID assists whIch are
of priority environmental concern. Key environmental inputo into
the enterprise appraisal proceso would inclUde addressing the
potential environmental liabilities of a given enterprise and
recommending appropriate interventions for mitigatiilg these
liabilities, e.g., operational/energy efficiency improvements,
pollution prevention measures, "good housekeeping" techniql.£<St
etc. with this information, prospective buyers would be maf~e

more aware ot the potential environmental costa and benefits
aosociated with a given enterprise. The GOM would also be better
able to deal with environmental issues in any restructuring which
io undertak~n priur to sale.

Environmental technical assistance, to study specific
environmentally-related issues of particular privatization
transactions, will be provided through the PRIDE project. For
tirms with potential environment iosues, short term environmental
assistance services trom this source will be otfered. $100,000,
in two increments, is budgeted for this component.

~Q.dities

The privatization program has greatly increased the workload and
responsibilities ot the MEAP. The HEAP requires additional
oftice equipment to help it produce the many reports, notices and
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other written m,.tori,.l whioh thn proqrnm roqul.n~g nu wn.ll, nu
Iloaumulnto anel nnnlyzo a Cj¥.'Ollt dun! of datil on thCl prJviltlzilhl,lJ
fir.... Th. proj.ot will proviela .. lillitQd amount or oommodl.t.lf.lu
(nbout $200,000) for uoo in tho MI';I\I" u milnill/omnnt IUlll ,JiJ, til
annlygiu oporntiona rolntod to prIvatizatIon. Commo111tleu will
pri..,.r.Uy c::oPfdat ot oomputgrs, softwtlro and ropcoduotion
equl"plllent •• "iMlay wIll be ot U.9. floureD and odgin.

YlI. PROORAH HANAORHP.NT AND BVALUATION

A. UBAID MOROCCO PROGRAM MANAGEMENT

Privatizfttion Soctor ASBiatanco Involvoo porformnnco-bilooc1 cnRh
disbursomonts, tochnicnl llsolstnnco and local curroncy
generations. ThQ comploxity of thQ nctivity will nlCjul,ro caroful
Mission management. Ovor~ll project mannC)cmont roaponnlbillty
will be ftosignod to tho Program Economiot in tho Program Of rico ,
who will be aoaioted by an FSN oconomlol. In addition, tho
Program Economist will spocifically monitor progreso in mooting
the conditionality and manaqo the policy otu<Ho(J componont,
commodity procurement and local currency counterpart progrllmming.
Procurelllent and managoment of other tochnical assistanco,
inoluding the IPG buy-in, other transactions aosistanc~ and the
competed technical assistance contract, will be assigned to a
private sector officer in tho Offica of Projoct Devolopreont and
Private Enterprise (PDPE). POPB will ftlso oversee the operation
of the local currency counterpart component and the uses of tho
;,rant dollars, arrange tor eva lUfttions and aUdits, and manage the
PRIDE buy-in•

•,'1> ·:tl"-if" ••..j.,. 11"1".-/·;., ·'1

This management division is similar to the arrangement currently
being utilized for the IPG buy-in and in th~ development of the
PAAD. It requires careful coordination between Program and POPE
but has wor)ced very well in the initial implementation and design
of Mission privatization activities.

The project committee will meet regUlarly to monitor program
progr~ss, deal with particular problems and will specitically
.eet to r.~ommend the second and third tranche releases.

B. J:lONITORING

Monitoring ot the progress made in the early stages of
privatization transactions, preparation of firms for
privatization and actual completion of privatizations will be
necessary tor determi~ling whether conditionality for tranche
releases has tHaen met. similarly USAIO will have to track
required non-transactIons-related actions required by the
conditionality such as developing and implementing a promotional
and educational campaign on the benefits and risks of share
ownership and assessing and considering tax, mutual fund, and
other aealluJ:'es to promote broad public share ownel'ship. Use of
sector a881.tance local currency counterpart must also be
monitored aa well as the activities ot the technical assistance
contractor.
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A~ Jl"rt: or tho 'Ulntor l'Ulnlt,tnnoA, AID will trnl!k Ih~ ~Inluu of
Jmpll;lmgllt,..tlon of !.hg pr'lvl1tlznlllJll plu'.I'ilIn 1111I1 IlFUl ur IO(;t11

ourrenov oount.rpArt. 'rhl. wJ11 loohu]a tha IIllmhAt' of
4lvnluntJnllfl find nlldlt:.,~ complAl.gll, tho ul.nl.u~ of 11PIII"lolI~ ,Pnl!!Iull
by the II:vI11ulltion AIlt.horlty r4'!(JnnllllfJ mluimum nn.IAR pl'leA, lilA
nu~", O,(.IU'J.I!'~ 1)1;0001111'''& Inltlllt~l(l, Qlld atnl.IlQ of f,)l'lvntizllt.lolI
trnnF.not{onn. It. A(lpnrnl:A pArlmllo PlooltnrlJlfJ rppllI" will hA
1::4IlI,(uL"-Qd or. tho tauhn Loa.l .HHdulnll(JQ Ollllt..-1l1l1.01' to l.lOVAI
'.~oo.pl1.h ••ht. ngalnut nqr,.,.Hl work plftn oh)ootl v,ua.

I

'l'ho HlnlAtry oC Economic ACCl\jn~ and I'rlvntl:r.i1tloll will
demonliltrato that uomlltionnllt:y Ql'l'lml-Hltn r'l'llntlllq to pn,p;u:l1t.1011
nnd lmplelllentntion of promot lon.,1 And gchwat I onl\ 1 Ilnmp/lI'.JnR on
tlhnrA ownornhlp nnd A)(/l\l1lJ1lltlon nne] 0011"1,1''1':111011 of mp;lfmn"~ to
promote brond pUblic UIHU-9 d Jotr lbut ion hnw'l lWAIl Clomp I Rt.p.d •

In nddltlon to monltor.inq roportlnq r·p.qllln~menln, pl'lIlf'cl.
officers wi.ll moot at huwt monthly wIth tlH1 tp.chnlc<ll iH,wll-4tnIlCp.
aontnlctor "ml Ministry of gconomJc ACCI\ ITA nnd l'r'l Vill'. 17;01" Ion
oountorparta to rovlew proqrg(.ll'l to dntfl Mid plnns (or. f"II"''''
tochnical assIstnnco >Hotivlt!gQ 11m] UtH'! of countJ,lrpill'l r"rlll~, /llld
idontity and solve probloms. There will n190 b~ i1 full. Rcale
review at thQ program wIth tho HEAP prior to the slqnlnq of
Prograaa Aqreo.ent Amendmentll for the Aocond and third tranchoa
or the Program Grant.

c. EVALUATION

A key task or the long-term resident privat17.atlon adviaor funded
by USAID Morocco has been the establighment or a dat~ base to be
u"'~~~,1n preparinq for pr1vatl••tion and in avaluating the
impact of privatizations. This data baas has be~n developed and
COV9r. all the 112 entitles to be privatized and includes
information on financial performance and position, employment,
and state ownership stake in the enterprise itself as well as in
other.. A separate data base is being created on stock market
activity and share holdings. The technical assistance to be
provided under Privatization Bootor Assistance will continue to
develop thea evaluation data baso and methodoloqy for evaluation.
Thera will be two evaluations ot the Program. The first will be
a mid-term evaluation conducted in the ~all of 1993, prior to
issuance of the RFP for the second techni~al assistance contract.
This evaluation will assess the effectiveness of technical
a6sietance provided to the HEAP since 1990, the effectiveness of
the sector assistance in facilitating faster implementation of
tho privatization program and the uses and effectiveness of local
generations. lAdsons learned from this evaluation will be
applied to the conditionality and local currency uses for the
tinal tranche ancS the scope ot the competed technical assistance
contract. The evaluation will partiCUlarly focus on the
effectiveness of the Sector and Technical Assistance in promoting
widespre~d share ownership.

The second evaluation, to be conducted in the Spring of 1995 will
be an impaot evaluation of the .tfactivenes9 at Privatization
Sector As~i~tancQ on thQ privatization process and the overall
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WhAt. hAtII h"''''m ttl" tlllJ,lA<ot of the pr IVAt I :t.At 1.011 pro(ltllm
on wom~n In deValopm,.ntJ

lIow has thf'll prl.vl'Itl:llatlol1 proql'AJ1l AdWHlCprl dli'moct'al.\ ,:
pluralls. Inltlatlv~R?

..ki"9"" of the d4lta MM. d.v.loped with the l!uu,ietlJlnc.Je or U1Ei
technlca 1 IUJslstl'mce contractor. an evaluation will be conducted
in y.ar four. on the i.pact of Privati~ation Sector Assistance.
The illlpact evaluation qUAstionR tu bf'll Anl;wprec] w1.11 include those
identified above.

D. AUDIT

--
The docUJllent"tlon for both the dollar and local currency
counterpart accounts will be audited by a quall!ied Moroccan
accounting firm. The costs of the audits will be covered by the
Technical Assistance Grant; use of the Local Currency Special
Account would require that the GOM itself manage and contract for
audits. Both accounts will be audited well before the second and
third disbursements o! the Grant, as well as at the end of
project. The exact timing of the audits w111 depend on how
quickly conditionality i. met but the audita are illustratively
scheduled for Karch 1993, March 1994 and August 199~. Copies of
audit report. will be turniahed to the Ministry of Economic
Affaire and Privatization, the Mini.try of Finance, and USAID.
The aud 1t. will demonstrate co.npliance with the agr.eed pro(';pdures
for both account. and that the local currency funds have been
correctly utl1iaed tor the intended purpo••~.
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VII. PROOURBHENT, IMPLEMeNTATION AND WINANCIAL PLANO

A. PROCUREHEN'!' PLAN

IntornQtional-frivgti~~tl9n_GrQUpDuy=in
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Tho current buy-in wtth the International Privatization Group
(IPG) terminates on September 30, 1992. This buy-in, totalling
Ga'4,18S an~ .ignod in Hay 1991, io providing the servioe~ of tho
long-term advisor, tranoactions aOliJ!otance and limltc.d other
ohort-torm TA and training. Tho current LT advi~or has boon in
Morocco, at tho HEAP, for over five years, first w~rkinq in price
derogulation llnd thon in privatization. 110 haD played a key role
in developing tho logal nnd administrative framotwrk for
priv~tization implementation. During this period, he haa also
developed eKtremely close relationshipo with ministry staff and
benofits trom a very high lovel of confidonce and trust at all
levela of the Ministry. Those relationships have made him
unusually productive and effective in his role as pri"atization
advisor. It would be very difficult, and would take a very long
time, for anyone else to develop this kind of relationship with
the ministry and to be nearly as effective. The Mission
therefore considers it to be extremely important to maintain this
advisor in place for another two years to complete his work in
initiating the privatization process and in actually launching
the first privatizationa. Another buy-in with the IPG for two
years i. th.refore pIann,ed. In addition to thfl long-term
advisor, the buy-J.n wilJL provide the short terrn technical
assistance, training and a portion of the transactions t6chnical
assistance, tor the period October 1, 1992 to September 30, 1994.

'-'~~'-~~"fi9'" -I

Other Transactiona Assistance

There may be instances during the period of the IPG buy-in where
the IPG does not appear to be the best potential provider of
short term technical assistance for a specific transaction or
where it would be desirable to diversify the sources of such
assistanc6. In these cases, AID will eKecute separate contracts
with investment banks or other appropriate organizations for a
transaction or qroup of transactions. The Mission will pUblicize
its interest in obtaining privatization assistance and request
interested organizations to provide qualifications statements.
When appropriate opportunities for specific transactions arise,
the qualified organizations will be asked to submit proposals.
The Hisllion will choose amonCJ these proposals and execute a
contract utilizing its authority to execute contracts for less
than full and open competition for overseas contracts of less
than $250,000. It is estimated that there will be three such
contract••

~peted Institutional Contraot

for the perilXl octobtlr 1, 1994 to the end of the project,
SetlteJDber 30', 1996, all technical assistance training and
commodities needs will be met by an institutional contractor to
De aelGcted by open compQtiticn. A Reque.t for Proposals will
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bo prepared dnd iaauod durinq tho Fall ot 1~93.

f.Qlioy St.mU.o.a

A....J..~anQ."tor polioy otudioy w.1!l bo praoUl:od llP noodod throUlJh
appropriate'Alb lndetlnito Quantity Contraota (IQes) and buy~in(j
to A~D worldwido projeots.

""(,\11''''''' 'l'l'I\lI'!,

Environment

Assistanoe in oarrying out environmontal l1nbllity studies,
environmental audits and other onvironml'lOtal studios will be
provided through a buy-in to the PRIDE Project. Tho initial
commitment will be $50, 000, to be fol1()wod by an additional
$50,000 in 1994 it demand warrants. The buy-in will be made in
conjunction with sevaral other Mission projects (New Enterprise
Development, Morocco Agribusiness Promotion and AIM) Which will
utilize the PRIDE project for the samo kind of services. The
buy-in will be initiated in the summer of 1992.

Commodities

Comaoditie. during the period October 1, 1992 to September 30,
1994 viII be prooured by AID. After that date, commoditie~ will
be 9rocured by the institutional contractor.

Audit ond Eyaluation

A mid-term evaluation of the progrAm will be carried out in the
Fall of 1183 ancl an 1apaot,evaluation i. planned tor the spring
of 1995. Both evaluation teams will be procured via IQCs.

In addition, the Sector Assistance and the technical assistance
contracts will be subject to audit. Timing of the audits will
depend upon how quickly the GOM meets second and third tranche
conditionality but it is edtimated that there will be aUdits in
the SprinCj of 1993 and 1994 and the summer of 1996. The aUdits
will be contraoted through the Mission oontract with an approved
looal auditing firm.

Source, origin and Nationality

It i. antioipated that all procurements, other than local
audit.ing servioes, will have their source, origin and nationality

- in AID Geographic Code 000. No waivers will therefore be
roquired.
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Mothoda Qt Im~ntatiQn-Dn~_~
($000)

.ltD".,.",
Mothod of

.Implementation
Mothod. of
FinonQing Amount

-- ....

- .

Beotor Assistance
TA bnd Training

Transactions TA

cQmmodities

TA, Training and
Commodities

polioy Studies
Environment
Evaluation
Audit
contingency

Total

Caoh Transfor
Buy-in
(10/1/92-9/30/94)
AID Direct Contracts
(10/1/92-9/30/94)
AID Direct Contract
(10/1/92-9/30/94)
AID Direct Contract
(10/1/94-9/30/96)
ICCs and/or Buy-ins
Buy-in
ICC
Local IQC

Direct Payment 20,000
Direct Payment 1,640

Direct Payment 600

Direct Paymont 130

Direct Payment 1,710

Direct Payment 250
Direct Payment 100
Direct Payment 140
Direct Payment 100

330

25,000

·
L
L

B. IMPLEMENTATION PLAN

=-

I._-

-·•
Action

1 sign Program and Project Agreements
1 Transmit PIOIT for IPG buy-in
2 Establish !ocal currency and dollar accounts
2 Meet CPs to first disbursement
3 First disbursement ($t million)
3 Fb.'st local currency deposit into Special Account
4 completa delive):y ordel' (or IPG buy-in
5 First buy-in to PRIDE Project
7 PIO/T for first policy stUdy IQC

10 Audit of dollar and local currency accounts
11 Agreement on CPs for second tranche
11 Review of local currency usage
12 Prog,L'am Agreement Amendment for second tranche
14 Meet CPs to second disbursement
15 Disbursement of second tranche ($6 million)
17 First evaluation
19 KFP for TA contract issued
22 ProAq Amendment for TA incremental funding
24 Program Agreement Amendment for third tranche
25 Second PRIDB buy-in
26 TA contract award
26' Meet CPs to third disbursement
27 Diabura8ment of third tranche ($10 million)
52 PACD

SQhedule (or Major Policy and Procurement Actions

Program
Da~, ""lIonth

06/92
06/92
07/92
07/92
08/92
08/92
09/92
10/92
12/92
03/93
04/93
04/93
05/93
07/93
08/93
10/93
12/93
03/.94
05/94
06/94
07/94
07/94
08/94
09/'16

\'1'1;"" ".-
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C. FINANCIAL PLAN

..
'l'otal program coot io ootiml1tod to bo $25 million ovor four
years, with $20 million to be provided through throe cllah

.. 'Ii.w ..,.tnn~t~~,~~~rCi)lDont:l 8
i
nd $5 million for technical afJsistance,

~ralilln~ anu Oommou too•

;;n Cost Faotors

The following CQst factors wore utilized in preparation of the
bUdget:

-I_ I

~I

BUdget Item

LT Technical Assistance
ST Transactions Assistance
ST Technical Assistance
Evaluation
Audit

unlt Cost ($8)

30'0,000 per year
225,000 average per transaction

20,000 per PM
20,000 per PM
30,000-35,000 per audit

..
=
.....

=

PRIVATIZATION SEC1~R ASSISTANCE
EXPENDITURES BY BUl)GET COMPONENT

($000)

FY 92 FY~ FY 94 I 95 ] I
=

LOP
CATEGORY FY FY 96 TOTAL_.

.,. . , !," "(';:':;-"

·)i~l1fl','ti!tImWAA¢rf'·
,. ;t·

""'-: .. }> ,j ~". " ;"',-.. ",:.;,.,.,..

LT Technical Assist. 3100 300 '600-
Transactions Assist. 675 675 675 675 2.l 7OO

ST Technical Assist. 1.'20 120 120 120 480

Traininq ~15 25 25 25 100

COJlDloditi•• 100 30 45 25 200

Policy Studies 100 80 70 250

Environment Assist. 50 50 100

Evaluation 60 80 140

Audit 30 30 40 100

Continqency 75 100 115 40 330

SUB-TOTAL TA 1,475 1,470 1,130 925 5,000
.... ,.......

...., "" .. . SECTOR ASSISTANCE

Cash Grant 4,000 6,000 10,000 20.000-
'I'OTAL PROGRU 4,000 7,475 11,470 1,130 925 25,000
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OULIGATION SCIIEDULE
($000) .. -

LOP
TOTAL

5,000

20 000

25,000 -

-

~

F'i 93 FY 94

Technical Assistance. 3 000 2 000

Morocco will contldbut41 to the financing of th('1 technical
assistance component of the program. Contributions will be in
kind. Part of thEI Moro1ccan contribution will be appropriate
budget elements of the ;Privatization UnJ.t at the IMinistry of
Economic Affairs and Privatization. These will include the
salaries of peraonnol involved in the privatization process, as
well otfice sUPllort and 8"pplies. The Hinistry buclg,st will also
include an amount which will be used to tinance'vl1rlous studies
on privatizatiQn, which will be complementary to this program.
In addition, both the GOM and Moroccan privat.e sector will
furnieh airline tickets and othor maintenance to Moroccan
trainees atterlding courses on privatization-relat/ad IElubjects will
be financed by the project.

i'~·iA.'t_",. ,"l ;:".,i~·f"""l·,-·,·' ~ ,_.J .. ;.,' ~

-=II

A summary financial plan of the Moroccan contributicln is included
below.

MOROCCAN CONTRIBUTION
($OOOs)

Category

Project Personnel
Office Equipment
Studies
Supplies and Expendable Property

Total

Life of Project

1,351
256

2,524
793

4,924

VIII ANALYSES

A. INSTITUTIONAL ANALYSIS

1. ~.try of Economic Affairs ond priYAtizatiQn

The Ministry of Economic Affaire and Privatization is a ministry

=

-

(~ -; .
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that ia att~oh8d to the Primo Mini~tor's orrioe, ft placement that
emphasiz8G its key role in coordinating Govornment pOlicy and
proqr...._ deaUnw with economio polioy lind tho economy. Thifl
Ministry became officially reaponoible for J.mplementing th',)
Govermoont's privatization program upon the publication of tl',o
privA~~~,tion Law's implementing decroeu in October 1990.

The Ministry began to staff up for privatization in 1989, wtton
ParliAmentary debate on tho PrivatJ.zfttlon Law intensitiot'l.
Three members of the Ministry staff were thon l'ISBign~d to fo] low
privatization matters. The staff has aince increased and
currently numbers ten professionals in tho following disciplines:

Profeanj&n HYmP~

Engineering 3
~w 2
Economics 2
Business Management 1
Finance 1
Privati~ation Advisor 1

USAID has f.inanced the long-term privatization advisor who played
an important ~ole in developing the implementing decrees for the
privatizatima program. Through a buy-in to the International
Privatizatil)l1 Group at Price Waterhouse which expires on
September :JIO, 1992, USAID is providing the services of the
long-tera advisor, short-term transactions based technical
assistance, And training.

"\.,,,
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The Ministry'. budgot for 1992 allows for dw recruitmont of
three additional profeooionala in 1992; thoGO will all likely be
",t tbe entry level.

In addition to the USAID fini1nCed privatization advisor, the
q~~t.d Bationa Development Program will furnish three eKpQrts to
'Gailit in implementation ot the privatization program in tho
areas of financo, law, and computer applications. The UNDP $2
ml1lion program, budgetod for two and a halt years, will aloo
supply three computers, a photocopier, a telefax machine, twO!
vehicles, and the services of two industry conSUltants.

The Transfer cOllllllission comprises five individuals chosen from
the principal Government ministries involved in privatization.
The COJQmission members have been formally appointed. commission
expenses are eKpected to be minimal, as member.s will be r~ceiving

the malaries they receive from their current Government
positions. The Ministry of Economic Affairs and Privatization
will Iserve as a secretariat for the cOllllllission, and no external
support will be required for the Commission to perform its
coordinative and other functions.

The Bvaluation Authority is authorized to engage its own eKperts
to help it reach its decisions on the minimum sales prices for
whlc,h entClrprioes are to be sold. A separate budget line item
for the Authority is included in the 1992 bUdget. The Authority
has been given otfices tor its seven members and a meeting room
in the Central Bank building. As the Authority has its own
budget to engage outside experts and since its members are
eX{lerienced very senior managers, it is expected that the

.,' Auf:b.oJ;ity vill aarX'Y out 1ta independent deai.ion-making function
wi!chout recourse to eKternal assistance.

counting the USAID and UNDP long-term advisors and the planned
19,92 additions by the Ministry, the Ministry staff to implement
the privatization program will comprise sixteen professionals.
All the program gains momentum, it is expected that the staff will
ba ()rganized into three sectoral divisions: (1) industry, mining
and energy, (2) financial and other servIce sectors, and (3)
b~tel. and other real estate. A contral support division will
tIe responsible for furnishing legal serviCES, financial and
flconomic analyses, and data processing. The sectoral divisions
liill follow each privatization, carrying out any preliminary
illnall'ses, developing scopes of work for external audits and
evaluations, selectinq, monitorinq, and following through on
audits and evaluations carried out by outside experts, and
evaluating results of privatizations within the sector.

The "lnistry p~ivatization unit will oversee the privatization
process; it will only in rare instances undertake the technical
work needed. to launch and complete actual privatization
transactions, notably restructur!nq stUdies, market analyses,
aUdits, and evaluations. Given their complexity and need for
specifi,o expertise, the Ministry will contract out for these
aUdits, evaluationo, policy stUdies, pUblicity and promotional
work, DUlrket r~search, etc. The Ministry has received a bUdget
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'line 11:8. tor ouch work, totalling DII 22.0 million in 1990, Off
16.0 million in 1991, ~nd a projected 011 17.5 million in 1992 ilnd
DH"a2.0 ,ulUon in 1993. In November 1990, the Ministry issued
a pUblio requost for qualifications for accounting ilnd relatod
servicem tor privatization. Submitted qualificationa woro then

",,',"., .,~",e~t..L~¥ ••t~Im!!~,~"
Whil~ tho HEAP staff is rolatively now and inexperiencod in the
area'ot privatization and while the start-up of the program is
likely to experience difficulties, a number of elements have been
built into this sector assistance to insuro that implemontation
procetads with minimum risk. The sector assiatance ia programmed
in st.ages with each tranche being for a larger amount. Thus
resources made available to MEAP for privatization are scheduled
on the basis of HEAP' s likely rise in the learning curve as
Ministry staft become more experienced in implementation and
capl'.ble ot handling successfully a greater volume of
transactions. The long-term AID-financed resident advisor,
working with experienced UNDP provided technical assistance, will
help to inaure that the Moroccan privatization program benefits
from international experience in the field. In addition short­
term technical assistance on specific SUbject areas of
privatization, such as employee stock ownership plans, designing
rostructuring programs, etc. will be available to HEAP. Audits
o~t local currency deposit and usage and required pre-disbursement
reviews of the program and progress toward achieving objectives
will further insure that implementation is kept on track. In sum
given the expected role of the Ministry of Economic Affairs and
Privatization, its organization and stafting, supplemented by the
expertise to be supplied by the UNDP and by the AID, should be
.""ioi.-nt w."oaJ:q', out the privatbation prOCjraJll.

Moroccan Priyate Sector Business Services for
Privatization

Implementation of the privatization program will require the use
of a wide variety of Moroccan business services. Moroccan
accounting firms are expected to complete many of the audits and
evaluations of privatizable firms. Investment banking services
will be requirGd to help in completing evaluations, in
identifying potential buyers, in assembling financing packages
for purchase of privatized firms, and in underwriting and/or
distributing shares of companies to be privatized. The
securities industry will need to market share~ o~ privatizable
companies and advise potential clients on investments.

Moroccan capabilities in accounting, investment·banking, and the
,securities industry are weak. Privatization, by creating an
important market tor auch business services, will be a major
force in their development. Capabilities within the Horoccan
accounting profession vary considerably. A few Casablanca firms,
primarily those linked to international accounting firms, such
as Price Waterhouse and Arthur Andersen, are able to develop
financial statements that meet international accounting standards
and to undertake a complete tinancial appraisal of a lurge,
complex enterprise. A new set of accounting standards are under
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review by thQ Government os IIro logal ohongoo to otrengthon
acoounting cortification requiremonto. Parliamontary paaoago of
the n.lI' Q'ocounting law and ita enforoement will likely not ooour
until ·tho privatization program is well underway. Furthermore,
it will be several yearo bofore thero aro substantial numbers of
aooountants trained in these standardo and oortified under the
now "yo'tom. ' "'To improve the quality ot aooounting usod for
preparing. auditu and evaluationa of privatizllblo firma, the
IIlnhrtr.'Y" of Beono.lo Attairo lind Privatization hoo enoouragod
Moroccan accounting firms to create links with intornational
accounting firms. Such joint ventures will be used for tho more
complex audits and evoluntlons. These audits ond evaluations
will be sUbjected to critical review by both the Ministry of
Ecc.>D'omio Affairs and Privatization, tho Evaluation Authority, and
the investing pUblic, which will 8ee the financial statemonts in
requests tor bids and prospoctuses. The market created by
pd.vatization for accounting lllorvices for completing audits and
evaluations, the links Moroccan firms will establish with
J.ntornational accounting firma, and tile exposure of these
completed reports t~ critical review will all help to develop a
M'oroccan accounting industry \llhich increasingly will be able to
perform to international standards.

CUrrently, the stock market plays only a very minor role in
tinancinq industry. As a consequence, Morocco's banking sector
has not developed investment bankinq skills. In addition, the
stock exchange and brokera~Je community have dono 11ttle to
educate and motivate the gerleral pUblic about the benefits and
risks of share ownership. As is the caae with the accounting
industry, implementation of the privatization program will
generate con.lel_Ule el..and for 1nV.8b1en~ bAnkinq and
securities industry services and will thus serve to develop these
sectors. Moroccan commercJ,al bank~ will likely seek external
help from their foreign pal:tners to provide needed investment
banking services and will thus acquire necessary investment
bankinq know-how.

Sector assistance by furnishing the resources to engage Moroccan
business service firms will. help to create the demand for these
servioes. The conditiona!J.ty requirinq promotion campaigns and
other measures to broaden share ownership will enlarge demand by
1:he investing pUblic for shares and other securities. This
increased demand will perforce accelerate development of the
s\9curities industry. Lastly, foreign experts furnished under the
T~chnical Assistance component will, at times, be working with
Moroccan businesa service and financial sector firms, thereby
imparting dire~tly new skills and know-how.

.::

-'1

--

3. ,a,tote-owned Enterprilis: Major Reltructurinq Problems

By and larqe the 112 entities in the Government's privatization
proglt'all will not require major restructurinq prior to sale.
Moroover, only in a few cases will there be a need to examine
closely the policy environment surroundinq an industrial sub­
Bectol:' to be privatized to insure that market functions are
enhanced and that efficiency will improve with privatization.
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The Dugar industry i. a .pooinl oonD. Au port ot tho World
f]tmk'o Decom] r;tructur.al AdJuutmunt l.onn (fJ/\[, II), thQ Govorflrnuflt
of Morocoo had _gr4iled to l\ rofor(/lnooPl prioo ..yatelll to adjlu~t the
llomcotic prIco of [lUfJilr to JntoY.'f1/ltlonnl prJc(j t:roncJn. An rH1rt.
of tho policy rerorm ror tho (lugl"': ooctor, tho orrico Nllt:ioflil.l(l
dU'l'hl'ol .~ 6uore will surronder Hg monopoly on thiQ importationot 'i::~rlrn~It"'bUqlll" and Dugor mllll'J will be pormittad to import rnw
"ugar. Tho Govern~ont will ceasa to SQt tho producer prieD to
taraer. tor lIugar ol'.lno nnd .ugftlt." boat. Farm pricey will be got
by tho interaotion of Bupply land demand, with mUla offoring
contraots to farmers and importo. of raw and rof lned Dugar, prj.cod
by the reterence prico systom, regUlating tho domestic market.
In many millO, the oxioting coot atructuro will n0t be oblo to
be aupported undor this reform."d pricing and markoting nyatom.
Accordingly, tinancilll rostruct.uring of two of the privlltizablo
Bugar millS, employmont roduction in two other privlltizable
mills, and closing of one pUblic soctor mill will bo required.

-
~

~-

B. FINANCIAL ANALYSIS

--;::;;:;'
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Three difforing kinda of costs will b'E! incurred in completing tho
privatization program:

-- personnel and other operating COBtS of the Ministry
of Economic Affairs and Privatization, the Evaluation
Authority, and the Transfer Commission,

-- costs incurred for services contracted for by MEAP
related to transactions such as accounting, investment
banking, legal, and other business services, policy

, .. "' ...."'".•naly•••, and d.••ip....nd ilaplementation of pUblicity
and promotional campaigns, and

-- costs associated with enterp~isn rostructurings and
re-employment/training programs for excess workers.

A variety ot estimates have been made as to the cost of
privatizing Morocco's state-owned enterprise portfolio, with the
most recent being an appraisal oonducted by the World BanJc as
part ot the Public Enterprise Restructuring Loan (PERL). This
study indicated that privatizing all 112 entities referred to in
the Privatization Law would cost between $9J-110 million,
including some $20 million in enterprise restructuring costs.

The Ministry's personnel and related operating CODts for
implementing the privatization program are expected to be
financed directly by the Government budget. The Ministry has
actively solicited external assistance tor tinancing needed
international expertise in such areas as restructuring,
evaluation, aUdit,' investment banking, financial market
operations, and promotional campaigns on share ownership.
Response has been limited. Japan, as part of its co-f~nancinq

tor the World Bank' s Second Public Enterprise Rationa"n'!ation
Loan (PERL II) has granted 81 million Yen ($0.6 million) to the
Ministry ot Economic Atfairs and Privatization to finance studies
on restructuring and other analyses needed to com~lete
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prlv.-tllllatlonll. ThA KunJJlc;lnn I(oonnmlo communH.y ("~I~C) luw
OrrgrlJl) " LII mUUon I~ClI Pt],,") 'InuII. 1',0 rlrllllllH~ pdvnl.lznl.1ulI
expert,,; an af,lr4lGIllQllt hila not yot lUlun glynocl bQ(JflU~O tho Imc 1A
pn>pOJ1 I 0(1 to dotn 11 GovHrnmflnl'. of r I () I n 114 who Ianv~ work~Hl 011

prlvntlzl1tlon, whI1u tho Mlnl ~t ..y WI1 II l.u PI~ I vl1tg RW'l.O"
conuultontg and Invootmont bnnkln~ ~orvlug". Uurlny thQ
Kor6bb6ra-Q_rmnn Jatnt Commlug.l,on m"l ..ttnq In .Tung 1991, t:lw G~'lrmnn

elolo~ation vorbally Indioatoel that UM 0.9 milLIon (OO.~ million)
could bfI ..do QVQilable to rfnnoeo nondoel oonRultnnt ru:,u·vlco'L
No dorinitlvo proposnl hMI yot hmm rm.lOlVful for tid rl tHHal f~tnll(l4L

Provi.ion hlUJ not boon mtu!" ror finanoing nny nyodmj ont.orpr'lllCll
restruotur fngs or redovolopmont or rotrainlng prcJIJrnmu (or flrOill;

and omployeo9 that mny bo ndvorao)y "rrGctod by prlvntlzl1tion.
In devoloping tho lint of IJ2 cntltl~o to bo prlvntlznd, otnto­
owned ontorpriaoB were rovlowol1 to noloct thOEW which onJoyniJ
a golid rinnncial pODition, had n good proftt rHcord, wore woll­
managed, facod compotJtion from domootlc producorn ~nd/or

imports, and lackod overomploymont problems. OutuJdo of tho
sugar seator, major restruoturing" or omployoe diomianalo aro
thus not oxpected in tho procooo of privatlzntion. Nonotholnnn,
as firms are prf1lpored for privatizlltion onel aro moro clonoly
examined, needs tor logal llnd financial rostructuring and staff
re-or9anizQtion nnd trimming will undoubtedly be identified.

Restructurings may vary from providing a sp.parato legal form to
a .ajor enterpri•• to be Bplit up into more Bellable portions,
e.g. the national bus line which owns major urban properties, to
restoring some financial health to a public entorprise by
undertakinq mQjor cost reduction measures nnd investing in more
ett~ plant an<l ~1paent, .. will likely be the cas'" in Rome
ot th~.·8ugar mill. to be privatized.

The local currency counterpart of privatization sector i!iSsistance
will provide dirham resources to the r-Unistry of 1Economic Affairs
and Privatization to supplement its inadequate budgot. These
local currency qenerations will not be used to fund thlfl personnel
and related operating costs at the Ministry at Econo~lic Affairs
and Privatizction. They will be used to finance the second and
third cateqori8. of costs, that is costs for transllctions and
other contracted services and restructurings and re'-employment
programs. It is in these areas that financing needs are
greatest.

c. ECONOMIC ANALYSIS

1. Macroeconomic Impact ot Privatization

The Government ot Morocco's privatization program is an integral
component ot its efforts to fundamentally re-balance its pUblic
and private sectors. Whereas prior to independence the
GovGlrlUllent rarely intervened in the economy, after 1956 the
state-owned sector increased dramatically, until by 1989 there
were over 670 state-owned entities. So extensive has the network
of state-owned and parastatal enterprises become that the
GoverlUllent has been unable to calculate precisely the size of the
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Art'.or subtrRotlnc} Jlnyn\~nt.1'I t~o tliA Tn:\Mmry (r'om n"'I't."llI llllhilu
~mtQrprl.tuu& (mainly OCl', tlUt rllltlonni phORphilte PI"CH)III:""r), 11",1
trnnACena to pUhllo Antl'lrpr I AAA (rom UIA c",nll~ill (~l)v",n\ln<ml

rlmounloc1 to 011 'J.'I hl1l1.on for thl" pm'lclll, or' 1'f,IIlqhly ~U.91 of
lhCII Governlllent's publl<) Rcwtor hon:owlnq """lIull"'mAllt. 'l'h",
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While no thorough or reccmt study hall been conductgd to dQler'mlru~

the net JMoro.oanQ.ic .rtect. ot such practio.s, sever,.l stud leuil
hav••ati.atet:l theae Int:llreot lIub.. ldlilJllI to equal the amount or
the annual Treasury SUbvention, for a total effectivQ sUbsi~y of
DR 4.1 bll11cm per annuli. WhU. the ...aunt ar .uch tran9tera has
been L'Qduced in the intervening years, clearly implementation of
the Government'. privatization program will have an important
effect in further reducing such transfers and diminishing the
QovWDMnt.'_do•••Uo oredit requir_.nt. Thi. J.n turn will tr~s

reso~rce. tor productive investment elsewhere in the economy.

The legacy of statist economic polioies has manifested itself in
the lIeglect of sound management practices with SOEs viewed as
serving an important social function in and at themselves, namflly
employment generation. The state-owned sector now accounts for
almost 30t of the national wagebill, and 25\ at Gross Fixed
capital Fonation. This trend haa been associated with the
creatian of an extensive array ot ministries, agencies,
directorates and state-owned holding companies responsible for
managing and directing investment in SOEs. Inexorably, this has
resulted in a diminution of market forces in the economy and
profaund structural imbalances, with the unabated growth in
Government consumption (expenditures) increasingly financed by
deficit on the current account.

As in the ca.e of most countries pursuing highly interventionist
800noBie polici•• , the proliferation ot the state sector has been
aocompanied by inoreasingly unfavorable conditions tor private
enterprise, and the prom~lgationof credit and economic policies
inimical to private sector growth and development. state-owned
entities have been able to borrow and trade on highly favorable
t.rm., and preference continues to bG shown state sector firms
in the award of contract~. While thi. ha. resulted in
substantial investment incentives in state-owned industry, it has
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(;oV~t'nm..nt. Al-',"WUJltJ hV J. lU:U-, ,..... 1 or (~IIP III lilA rOI"lhl'Omill'..1

IHH1'J"t..u'y oy"l.. , AlII) f\A UI.. p,'lvAtll,,,,tlou "'.'! ",tlplll"' .. ,,, til.. , .. II
1'I'ol!f'!4'!dFl from AI'lFlf'lt Flit I .. R TJIII 0:'\1'1;111" '0 t1lfl1 1'1 "''\!'II.'' V. ttl'" RA 10
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Tllft lnlt.lsl JIAt or 112 IItl'ltA-Ownllt(] ..ntltlAJIJ to he pt'lviltlJ: ..d
spans the entire ranqll;l or thlQ Governmenl'A 9COllOmi() t'lctivili",,,,,
ftrrRotlnq ovor ]'5,000 811lploYO:H~1I In ~ll n.!lJlonlll of the country.
The distribution of employment in IItate-owned entejrpr.lseg t~() be
pr:'lvathed r ..neote the highly concentl"atfJc) n"ture ot MorQcC(,'.
state-owned sector: roughly 60' is in the Ilanufactured good'"
-.cc., and aat ie la,,,'" Mnklnq end tinanohl lIeotor.
Privatization will have its smallest impact on the country's
a9rioultural .eotor. where only three entitle. are licheduled for
privatization. employing just over 400 individuals and
contributing less than one-bmth of on4ll percent of value added
in thes90tor .

Of the 112 SOEs to bt3 privatized. 37 are hotels. Of the
remalnlr'lq 75, 53 (or 71\) posted operating profits in the year
ending Deoember 31, 1989, with 2~ (or 29t) posting losses. On
a sectoral basis, the banking and financial sector has
consistently out-performed every other sector of t:rle economy,
with the industrial sector ~ing the weakest. This pattern is
reflected in the country's national accounts, with the financial
sector being a net contributor to the Treaaury, and the
industrial sector a net beneficiary of Treasury Illubs.ldies,

On an aggregate basi., value-added by firms to be privatized
exceeds 6' of Gross Do.estic Product (GOP), with equity c~pital
in exce.s of US $ 1.8 billion, In the case of tinancial
institutions, privatizable state-owned enterprises ac:count for
50' of total value-added in thQ state-owned sector" and the
privati.ation of the designated state-owned banks and financial
institutions will reduce the state .ector in these ind\:lstries by
almost two-~~ird••
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owna{l r1r."" 88 IUIflV MI 100 !lOr.~FlubAtfl1"rl~'H" mAy hI'! prl v atl1.PI]
-'\9 '" (,QBult or tlUl pl'\vat.i1.Ation or th.. pill'ent comp;Hly.
PrtvAtlllAt10n or the"....ntithul will thUA h/WiA II llla'Jor pffp(!t, on
the Moroccan economy, affecting almost half of the GoYernmentlg
_tate-owned enterprl.e portfolio.

Wilil•• j," i.- difflow.t ~ di.t1nquish between the ••plo1Jlent
effects or privatizatiun and those attributable to other factors,
a nUJlber of .tudies by the World Bank, fLO and Ministry or
Economic AffAirs and Privatization suggest that diract and in­
direct labor displacement should be nominal in both the short-and
long-terJI. The privatization of all 112 privatizable SOEs is
expected to r.ault in initial labor displacement of between 4-7
percent, with atructural (Le. long-term) displacement onli'
expected in the eugar-proce8sing industry. In large part this
is because aI_ost two-thirds at the enterprises to be privatized
are in the manufactures sector, where value added is high, the
rate of retul"n on investment is heal thy and state-owned
enterprises are in generally good condition, with positive cash­
flows and positive net worth. Over-employment in the sector is
also negligible, as it is in the financial sector, the other
sector of the economy most directly affected by privatization.
The following is a brief summary of identifiable secondary and
tertiary impacts by sector:

a. Industrial/Sugar-Processing Secto~

Of all the sectors atfected by privatization, the
industrial sector, with its dominant sugar-processing
aUbsector, will experience the largest dislocations.
Moreover, in contrast to every other sector, these
dislocations will be of a structural nature, and permanent
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b. finAnoial and Danking BQcto~
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-
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Privatization of tho 10 BOEo oontained in tho financial and
b&nking Beotor, coupled with reform of Morocco's finanoial
and oapital markets, io oxpoctod to result in significant
medium-and long-term employmont goneration. Expanaion of
tho Casablanca stock Exchango is oxpoctod to result in a 5­
fold increaso in volume and 100-200 percont growth in
e..ployment in investment banking, plucoments and retail
marketing operations. Indeed, tho m~jor challengo facing
the Government and the banking indu3tr~ will be responding
to the increased demand for tr~inod banking and financial
8.rvioe8 professionals. As state-owned enterprises are
privatized, their successor entities will want to realize
a higher return on capital than at pres",nt. This will
require that Morocoan 1'loanoial institutions be ablo to
provide th~ necessary investor guidance. Increased demand
tor oredit, and the absence of Government loan guarantees,
will require that banks ..ubstantial lnc:reoso their credit

'r.,.ppr:.1••~.("o~.t1ons an4.~ent th.~.r' loan evaluation
..tatf.

In the short-term, the privotiza~ion process itself will
severely ·tax the eXflertiso and ca,,?llcity of Moroccan
financial institutions. Divesting hunQreds of state-owned
GnterpriIJe. wUl be III monWllental task, with just the
enterprise valuation process exp~cted to require thousands
ot person-hours. Aa a consequence, a lI~ajor focus ot the
privatization program JDu.t ba tile training of skilled
protessionals. Ironically, privatization and growth in the
indu8t~y may result in some temporary dislocations as banks
shed unprocluctiv~ workers 01 those lacking the requisite
..kills. Thls TfAay be particularly true in the case of the
Ballque ilationale pour le D8veloppement Economique, BNDE.
with ita emphasis on develQpment banking, it is not
illUllediately ap}o~rent how this institution will fit into the
country's bankinq systeJD. As the BNDE seeks to become
COIIpetitiv., it may ••ek to eliainate its development
bankinq operations (and related personnel) and restructure.
These etfects will n@t-out in the longer term as the Bank
expands it. credit operations and st~tf.

o. Mangfacturing Sector

In the manUfacturing sector, privatization is also expected
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to produoo n.qliqiblo labor displaoomont while loading to
inoroQsod proCita in tho Doctor, primarily duo to abolition
ot Dolo-gouroe limitation.. and the endinq at IMndlltQd
prioos. At prosont, atl1to-ownod ontorpr.ioo9 nro froQuently
roquired to bUy aololy from othor statu-owned ontorprises,

~'"'h''''''' ,," ",,' ....,H~ll~he (q~lIsio otatist aconomio oonfiguration.

Hedium- and long-term prospeots for the manufaoturing
flGotor ore excollent. Wago rates aro internationally
oompotltiv8 and Morocoo' 9 geographical location lnldte
tranaohlpping and distribution oasy. The sector hOG also
boen a not oontributor to the Treasury for a number of
years, with Caoablanca ranging among Africa's most poworful
indu"trial centers. Tho soctur io also predominantly
privately-owned, which explains tho relativoly muted impact
privatization will have. On the other hana, privatization
in other sectors at the economy will lead to growth in the
manUfacturing seotor and expansion and liberalization of
Horocco's ~inancial and credit markets will do much to
alleviote a Rerious shortago ot inveotment capitol and
investment financing.

d. AgriCUltural Sector

..:

I,

In the oase or the agriCUltural products market, state­
owned enterprises aro forced to soIl to the Government at
controlled price., otten tar below the market rates. These
anti-competitive practices have been identified by the
World Bank and IMF as seriously compromising the tinancial
integrity ot state-owned onterprises and militating a~~inst

the.1J.oeconoa1o.",g'.1oienoy, anel have direotly reSUlted in
the underdevelopment of what should be highly competitive
sectors of the economy.

e. Hotel ond Tourism Sector

In the case ot the touriBm and hotels industry f the
secondary and tertiary effects of privatization will
predominate, and no immediate macroeconomic and sector
ertect. are antioipated. The sector does not receive any
subsidies from the Government, and Government involvement
in the sector is at a minimum. Co~sequently, the effects
or privatization will take time to materialize but are
nonetheless si9niticant.

This is partiCUlarly true as concerns private investment in
the sector. Despite the tact that the majority of
interna~iona1-qua1ity hotels have been placed under
aanaqeaent contracts, thereby becoming quasi-private
entities, over-statting and a lack or foreiqn investment
continue to plaque the 8ector. Furthermore, the fact that
the Government has r~mained reluctant until recently to
sell outright its interest in hotels, preferring to lease
thea to' foreign or Morocoan investors, has retarded
investment growth and resulted in comparably rew high
quality hotels for a county the size of Morocco and of such
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proximity to Europe.

Tbi8 phenomena 1M eVldenoad by the preponderance ot 1Il(l<.lium­
grade hotels in the Govornmont portfolio. Whilo to oomo
extent this repreoonto a consoioua attempt to divoroify tho
h.9.t't._J~took base, it is more indioative of a. dearth of

"-,,,,'. ,·'tl1"i'.RI'rl!'~~ln the heltel Indu..try~'· Thin Ol'n be dll:.aotly
rolated to the tact that management contracLn are sUbjoct
to reViw and ronow8ll ot tho Governmont and that in the
past oontract~ have been canoele~ or not renowed for non­
performance relatod roasons. Facod with uncertainty,
investor.. have been understandably reluotant to undertake
major capital improvements. Privatizing tho hotol stock
will oliminate this problem and reassure foreign and
domestio investors. This consideration ia made all the
more relevant and urgent given Morocco's heavy dependence
on tourism and the tact that tourism receipts trom North
Amerit)ans and Europeans have fallen precipitously in re.<.:ent
years.

f. £Dergy SectQX

Privatization in the energy sector will most likely talce
the fora of the denationalization of the various petroleum­
di.tillinq coapanios, and iM not expected to result in any
notable changes in employment or backward- and forward­
I1nkaqe effect.. I~dlrectly, howov.r, denationalization
may result in inoreased investor confidence and renewed
interest on the part of international investors and
aUltinational compan:Les in oil exploration. Any such
.v.;l.opm.nq••••"••...will•. _.concU.tional on a nuaber ot
other factors, most notably settlement ot the Wc.'lstern
SahalCa'lI political statUM and would only accrue in the
lonq-term.

--

-
"

3. Impact on future Priyatizations

-=

USAID 8upport at this time is vital if opposition to econom~c

xoeforJI is to be overcome and if the Government' s other adjustment
policies are to sueceed. The Government has been unequivocal
that this is just t:J~,'a first phase of privatization. Other state­
owned enterprises rot on the first list of 112 are currently
being re·-structured .::.... a prelude to privatization, and others are
being merged or liquidated. However, the Government has also
been clea~ in stating that whether future privatizations will
occur depends to a large extent on the results of the current
privatization proqram, and on the availability of foreign
technical and financial aesistance.

Thougb unquantifloble, theso demonstration effects are of key
importance. In the face of considerable opposition the
Govel'l1Jllent has publicly embraced the sale ot state-owned
enterprise. and economic liberalization and made private sector
development the cornerstone of its economi~ and Bocial policy.
USAID is intiraately associated with these policies, a~ld the
Mission and US Government are well-known throughout the country
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a8 major proponenta of tho Privatization Law and privatization
prooooa. It tho privatization program IiUCCOOdll, and it clm with

·""",,.,u.quat•.•uPP(l~rt., 800no.lo reform. will oontinuQ and furthor
privatizationg will occur. If it ctoountt, or if USAID Dupport
for privatization is Dcon aD lncking or hoaitant, tho crodibility,Q",.,_ ..~RyerMf,J~~ ~ul~JJS~ID will be soverely damagod. As the
large_I: privaH.zllllon projeot in Moroooo, tho Privatization
S~qt2f Aa"istalrioG Program is uniquely well placed to llssist tho
GcWeiimaent in ita eftorts and to demonstrate not only the
importanoo of privatization but tho faot that it can work and
make a major ditterence.

D. BENEFICIAllY ANALYSIS

Privatization Soctor Assistance will aocelerate and insure
implementation of the Government's privatization program.
Expected impactlB from implementation of the privatization program
and ot benefits and benoficiaries are dosoribed in fuller detail
in the economic analysis. In summary, the beneficiaries of the
privatization p:l:'oqram inolude the following:

--the private ,mctor as a whole which will have greater
resources IDade available to it as a result of a lessened
aovernment borrowing requirement because of privatization;

--individual investors which will have new opportunities to
place sav1nqa aa a result of share otterings and
devla!opment ot the capital market;

--a(ccountin~J tirms and banks which will have new business
'.""J'lpllatecl to caa-pletin9 ~J.v.t1Iation transaotions;

--clonsumerll which will benefit trom lower prices, imi?rOved
quality and greater diversification in availability of
goods and services because of increaaed competition
throughout the economy as a result of privatization;

--labor which will find new opportunities in the financial
seotor as privatization opens the way for further.
dev1alopment of financial services; th~ employment
generating effects in the financial sector and in other
areas because of increased efficiency should more than
offset labor displacement caused by privatization.

possible unemployment effects ot privatization proqr.ams t.ypioaUy
generate great com~ern. The 112 entities to be privatized
provided 8JllployJIent 1n 1989 fer 36, 000 workers. Firms with major
overuplo)'llent probl"Dis and restructuring needs were not included
on the liat of stata-owned enterprise. to be privatized, with the
excaption of the augar mill. where employment totals 6,000. The
privatization of all privatizable entities is expected to result
in initial displacement of between 4-7', with struotural, i.e.
long-term displace.ant only expected in the sugar industry.

Even for those firms out.ide the sugar industry, privatization
and resulting chang.a ot ownership and management will likely
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reoult in .ome peroonnel .hllke-ups, ghoddinlJ or 10011 efficiont
operationa, and thurJ Gomo diomiolJalo. Giv(ln that bluo collar
worker. outnumber aanagemont and profoggionala employod in stnto­
owned entorprisea to be privatizod, llny ':-nomploymont will llkoly
affoct produotion workers in greator rumboro. Local curroncy
C9~n~.!.fn,:r.~,-",..w~M.~. Ilva!lable to dovelop r~ltraininCJ and othor
proqram.r''''!or new skill development and employmont croation in
cases where pr.ivatization restruoturings rO~lult in Bubstantial
ultl"plol'J1C1nt. Thu., tho ovorall lovols of unemployment trom
implomontlltlon\ot tho privatization program are expocted to bo
omall.

Any short-torm unemployment effecto w11l in the long-term be
outweighed by the employmont oreation reSUlting from an improvod
investment olimato and overall offioiency gains. Privatization
will better the investment climate by removing tho threat that
the 8tate will pre-emp" tor itselt certain arelas of tho economy.
It will open new ar...4S for privllte invelJ:tment which were
previously ~hought closed because of tho dl:lminance of state
owned-enterprises. It will signal that Morocco does endorse a
private soctor development policy and will thereby help to
attract needed foreign investment. Such improvements in the
investment climate will indireotly result in higher levels of
invI,sblent, botb dOla8stio and foreign, witb accompanying
increases in employment.

By inoreasillCJ the volume of stook shares availnble tor purchase
and sale by the general pUblic, privatization will promote the
development of the stock market and equity finance. In turn,
this additional means of financing for corporations will serve"-\,~.o4uo. greater Q0laP8tit1on.1nto finanoial llarketll and lower
the cost of tinanciel intermediation with a resulting favorable
i.pact on level. of investm~nt and job creation.

Lastly, improved management from private sector ownership will
serve to increase competition within the economy, as previously
state-owned enterprises become more competitive suppliers to ~nd

more demanding purchasers of inputs from other sectors of the
economy. Such increased efficiency will free resouroes for other
uses to the benefit ot consumers and the productivity of the
13conomy as a whole.

E. ENVIRONMENTAL ANALYSIS

All a result of the potentially serious environmental liabilities
a61sociated with certain ot the enterprises slated by the GOM for
privatization under this proq4am and, yet, in recognition of the
only indirect effects of this A.I.D. program assistance on the
subsequent envir()nmental performance of tbese firms, the PAIP for
this activity received a negative environmental threshold
decis:lon from the Near East Bureau Environmental CI.'ordinator
pursuant to Section 216.3(a)(2) ot the Agency's Environmental
Regulations (.ee PAIP Initial Environmental Examination and
Tarrant/Loken· memo of 1/17/92 for further information on this
decision). Thi. ruling means, in effect, that despite real
environmental concerns regarding this activity, this A.I.O.
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proqra. as.lstanco intervention do.. not warrant tho completion
of n formal Environmental ADoooomont, largely ao rODult of tho
lUo'tur.·... .uMI ···,foous ot thi. propoaed privatization ar.aobtance
program.

Q~~~1.~n,g~~ive threshold doqiQion, tho Mission io woll
awaro 0'-£60 environmental concerns assocIated with certain of
t~fiI .,t.~~! tbat will be solectod for privatization aGsiatancQ
~.r 1,'tJil. 'activity. For the•• reasons, th II! activity will
provide sufficiont \ funda to secure approp" iato short-term
environmontal assistance serviceD, to work with the other
activity advisory peraonnel on those enterprises selected for
U6AID a••iatance which are considered to be of priority
6nvironmental concern, to recommend environmentally sound
practicos and procedurea for the improved future private
managemont and oporation of aald enterprises.

Key environmental inputs into the enterprise appraisal process
will include assessing the potential environmental liabilities
of a given enterprise, e.g., environmental audits, and
recommonding appropriate interventions for mitigating those
liabilities, e.g., operational/energy efficiency improvements,
pollution prevention measures, "good housekeeping" techniques,
.tc. Th••e short-tora environmental services will be obtained
through a Hission -buy-in- to the Near East Regional Project in
Development and the Environment (PRIDE Project), which will also
be providing ai_ilar short-tsrm environmental services to several
other private sector-oriented Mission portfolio activities over
the sua period•

...·,t«.t.t.br........··iDfOl:'Mtlon, proapect.ive. p:ivate ••ctor buyers will be
made aware of the potential environmental costs and ber/efits
associated with a given enterprise tor consideration in their
greater enterprise financing, restructuring and management
deliberations. In addition, this USAID assistance program will
also be able to provide local currency financing for suitable
company-specific environmental equipment and/or additional
services for those improvements and mitigative measures which are
recommended by these environmental experts and agreed upon by the
new owner••

~-

In this manner, the Mission will ensure that this activity is
- conducted in an environmentally sound manner, consistent with all

salient Agency, Bureau and Mission policies and procedures.

IX. COOIlDIDTIOR VIm OTBBR DOIlORS

--{

In the peat, the World Bank took t.~e lead in improving the
manag8JIent and operations of the pUblic enterprise sector through
the Public Enterprise Rationalization Loans (PERL). Contract
management programs were developed for the national electricity,
potable water, irrigation, and railroad authorities under which
the authorities were provided increased autonomy for their own
management, perforJdance urge'ta ••t for self-financing, and
transfers from the state operating and investment budget limited.
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Inventory lAnd Ilmlllysis of tho ontiro otlito enterpriso portfolio
waa also complotod thanks to World Bank aoslatanco. Tho World
Dank. ill not, hOlr1over, involved in the Govornmont'g privatization
program, savo for conditionality elomonta in tho Second
structural Adjustment Loan on ougar roferonco pricing and

~,"""\"",,,,,,,,, ..~,~~R!\lJ.!e~".r,.?(;).~+~~~,nts to liboralize tho domestic market for
~ . . I!IU",ar. .

••

-.-

The World Bank affl11llto, the International Pinanco corporation
eIFe) has assisted the Miniotry of Economic Affairs and
Privatization prepare a first assessmont of staffing and
financial noeds to implement tho privatization program. This
document was forwarded to all donors with a request for
assistanco. Donor assistance thus far committed is in reoponse
to the needs and framework provided by this report. Tho IFe is
also proposing to serve as an investment banker for certain
privatizations, but this would be on a feo and commission basis.
'.rhe Intornational Monotary Fund has a substantial interest in the
progress of the privatization program, since revenue thereby
generated for the Government bUdget would reduce pUblic sector
borrowing requirements.

The united Nations Development Program, the European Economic
Community, and two othar bilateral donors -- Germany and Japan
are putting into place technic~l assistance to help the Ministry
of Economic Affairs and Privatization implement the privatization
proqrllJl. The kinds and levels of assistanco offered are
described under Section VIII Institutional Analysis.

The USAID/Horocco Privatization Sector Assistance will be the
lv:g_.t. • .inGle donor proql'Ul for privatization. While the UNDP
wi~l be takIng the lead in insuring tc!at ataff capabilities are
aldequate within the HEAP for implementing the privatization
program, USAID will be the lead, if not the only, donor in
providing incentives for implementation and resources to cover
local currency costs of implementation.
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LAW NO. 39-89
AUTHORIZING TilE TUANSFER OF PUBLIC ENTE[U-;.n.;:~E5

TO THE PRIVATE SECTOR

'-""1""T''''~.1I('','·

,·,··... ·tr·.'·"

Adopted by the Chamb.1r of Represenl8tives'1l r.:recember 1989"""N'•.,,,,,,,,"1~"''''''''';'''''-'''''''.=,_
Promulgated on 11 April 1990 by Dahl' no. 1-90-01

Published in the Official Bulletin 18'April 1990 . ".



" Sprrth tJrlll'(f(i/ /ly 1/1, !ofojrlry KinK /lilll"" /I (HI ,,,('

oam/on of 'h, (lllrIIl"" of 11tl ,p,lflY. UIl/l/O iI( ",('
Chnmbtr of /('/Ifi'Unlillil't',r 011 8 April IfNUI.

".',abtl be to Ood, nlllY Ihe prayer and the blt.4-'lng be
(In UIC Prophlll, I'b 1'1/ll,lIy, Ind lib ComJlnllllln~,

~1"IC'~ 'CIIIIIIIIIII/on IIf Il/llllle In ,nvl"lof Ih(1 (oulltry',
dovr,lo&1II11l1l1. 0" tho "OIlI'lIly, illHltlll til 'lllnvlaolllC
fhe MOIOO,:JJll wlllIlmy, 10 beUllr Ihll r.!tb£na' alAndlll1
or Ilvltll!, 10 I'IOrllol". Ihn 1114111111" rl'llnOlI1Y In p.ivlnp,
,II IIOIlAllllo clllllll:(JI 10 nnw ltflncr.tl().... (), t:l11~o.'.

o(Hlnllll (or 'htlm IlCUY to cntrcllr<ll1tJufllll rClll(lOlul'
bllilles, Illd 10 .lIow MofU«o to p.rtlcJpat(l mut"
mllr~ widely In h1lomallollil Irade,

"''''~

111 delimit the motlvaUOOI lor the policy Ihat we wlsh
III elllfy oul III thlJ domaill. It iJ advisable 10 recall
tho dn.:ulll.lIAIICCJ which Ilrcvillkd .t tho erNtllln, III

our wunlry. of Iho pulllle !Celllr.

Mbler I'f('.,ldcnl (If 1/11.1 Chumher of Repracnlatlvel,
honorable dcputlcq.

A, We Jlrollll~cd dullng the 1II01llh o( October. IOdlly
we 111«1 (or Ihe 0pclllnit o( the sprlnR SC\.'/(lli o( your
hOllorable n....~clllhly. In additlun 10 My ulmlltullonnl
Ilutlc.~, We would hnvc you know, sirs, th.lt Our
'1,c.qellCC IIl11on/: yOll l~ abo explained hy Iho (cclil18-'
of Condncs., IIlid c.,lcCIII that We hold for ull Ihose
wil(l reprcscnt Our pellple, whu a,e m cleM 10 ull of U5.

Arlcr rcYAlverlllg 115 Indcp..::ndenf.c lind lis (ull and
enllre ',<)Verclgnty, Mo/Owl dcV()lcd itself to rcslOrlng
111 I',e people Iho (oreign firm.' wllh which wlonlallsm
had nllClI the Klngdolll. Weakencd under Iho wlonlal
&rlp, the nlllion's private sC(;lOr barely had the
poMlblllly 10 dClVCllop and to prosper Ind, lhcrcfoRl,

TIlo spcceh lhal We will ll(Jdrc.~~ 10 you today 15, like (ound luelf unablo to lako over. Thu., CI\o State WIll
prevlow O/lc." 1111 Ildvim,y speech, c.onsequenlly, It ohl/ged to take thlng.l under olnuol, wblcb It did by
should not be regardc<.l as a Hoyal mc.\.1nge 10 Purl/a· using dlffcrent procedures, III particular, the erNllon
ment a.~ provldCll in lhe Ol/ISI/Iutlon. 'Ille laller, liS O( putllle entcrprlsc.~ de"lned to suco::ed lhe foreign
you know, is nol SUliJCt:1 10 dehale. TIle present speech clllerpri~c.1, on Ihe one haml and wncelved 10 lake
is ralher a scI of Views-guideline., and options-that C<lre of other sectors, on 1/10 other hand, il being
We propose to you In the bope that tbey may be II asentlal, al th.t e1me, to SlItlsl'y the 'ncedl o( the
fC<l1 mot/valiun (or your Imagilllltioll and your paUl- . elllzcns and to I'mmolc alPO.!U.....__ ' ' .. c, ..•

odam Co undertake che nCCCfUt'f'eltottao tbltt \WJ" " ..."'...., ""f!'!' """"'MrI\I'~I',i,'f'i1fff'~'f",~~rh

mllY, lo,getller, build our cwnomy and our ~lelY on No one un denigrate the polley followed by the State
b3SC$ obtaining everyone's support, bases conslslr.nl at th:u period o( our hlsloty. Nalklnal inleresl rCCjulrcd
willi logic ami with realliy. iI. Rather, It i.s our dUly to honor IUthe artlsana of this

rec:onqlKltt by Morocco 0« III GlOIIOmlc.........,..•

"

..

Out, it iI in lito w:IY",~uro lha~,,~.lIIP'kJ'­
borne (rull that we 11'0 loday able to pllSt to another
stage In searching for new means of developmenl (rom
all available syslems-means thaI are beller adapled 10
lhe modern world-mobilizing to these ends, nOi only Ihe
public power and lIS servants, but all the slrengths o(
initiative and invenlion which arc immense resoufets
of the Moroccan people.

We have already, In many of Our specches and
DirectiVes, talked about the role assiilled 10 Ute pUblic
and the private sectors In the developmenl and the
expansion ofthe mllion's economy and the need for the
State to renounce, in favor of the private sector, some
enlerprlses (or which nOlhing Justi(ies keeping their
statecharaclcr. Wc wish to return 10 this questlon 10lalk
to you fully aboul thc reasons which have dicta led the
policy eholce tllal We have decided to carry out in
Ilils field, about Iheir cxpcclcd resullS, and Ihe means
that We expect to usc to apply Our policy, in arolr­
dance with the objcclives thaI We have laid out.

In reviewing grounds which have led to Ihe p:-lvaliu­
tion o( firms once held by the Stale, primarily we nole
financial reasons wllicb are so evident lhal. \bey arc

The decision to transfer to the privale seclor an thc first 10 be nolicc<.l. In tbis case, It Is a mallero( C<lsing
important part of the industrial and commercial acll- thestrain on thestate budget ofsupportlri, pubUcenter.

vities now assumed by thc Stale or by lIS public enter· prlses;.ce.nalnly.notal.' p.UbliceRlcrpr.ises.. iiii.h0w:d.er~ '~_!!\.
prises, d~ not stcm from shortsightedness nor from ma~t~f., ..~.a~e! "~~,~.",.f,~~~~~.UujJjjJ.i~.9. cor r L. .
aD aUJIlDIeot on widely-held Idea. It Is born Irom a 'm'" "_,I,,. ~'"
conception concerned witll long-term objeclives, taking Dut, nothing less Utan almost len percent of the public
past, prClCllIt and future dall ,abou"ao,MorOQU......,opentln••·fJMIUJ.l. ,.M.'......ut...i ......,: t
economy Into account. subsidies of the public seaor. No one Cln question

Ihat applying this budgcted levy to other purposes
would ~. more ~1),~Qq.lJ~,c;i'_............,,"'~.....
nal/on.

This'decision docs not aim at-as we will see furlher­
a roducrlon In general bUdge:ary expcndllures or the

'!



Wf'II/' ","\'illl'<I IILII l/If' 0,,,,,,"1'1/110' ",i\,l1ll/l1l1o"
I all h... Il IIl1i'l',n ""I'''llllllilY (0' lit , .. hli' o( '1111411 .. II/Ill

IIIfdllllll dUll /111m ~o mllll1llly In Ihl! 'll.U'" 1~lwc~~1I

tho II/IVAII'! Wnrl'llllrlll'"nll Imi Ihll flllhileJ llllltlfp,l,r,c,
whklt I1rm', ., pI/lv,n hy thn f.pr"r:nrc or olhfr
w\lnll'r~, al~ IOIl"'f(;ll-.b" rot. the .lnm',IIt of tho
(.-(III1'''''y ~lId 'ur .(It.~l t:4ll1l11bllum.

In addition III Ih(;1(1 Illlllonllol otl!r.dlvt''\ .1.10111 which
we havo l.. fked In you In dl1l/1i1, WCl '1lI1'" n"1 Ime
IIlghl lh:ll Iho l~krAlvcr by Ihe Illlv.,e 11«'101 or ~omtl

pUblic Clnlerllfhtlll IIIIlI' 81 IWO milE' obl(,A;t~: lho
ulll~olldllllllll of ,cglonllll/.AIIon and Ihe (on('Corn III
give Ihe MIIIIlU:lIl1 r:nUlomy fhe (hllncc ror I gruler
ullCninlt on the wmld I:UI/lomy,

Rlr lIS pari, Morocco has exertcd~;o'Ht;"rnlseworlhy
crTorlS, Juslly known and appreclaled by all, to develop
lIS economy. Thc~e efforts bode well Cor a prosperous
future allracling invcslors (rom diffemnl parte; of Ihe
world,

Of course, II Is nOI a quesl/on of rh:klng foreign
meddling ,n economic affairs, But, allhe momenl that
even aUlarchic economics dre seekln. fureign capital,
there Is no qucslion of Morocco's negk.c:l/ng Ihe
chances offered it by Ihe International markcL

IhAl, h 1101 pilI III ilL" t" 1I,tolo'Ul r,vrn Ihllllllh " Iq
wllll'.ql'/fl!11 hl'''', " '0, " 11"',li"" o( Ihl' I'llIlifl'lllllc'll
o( ~1I1,.,llll.llin o( I'Ilhii IlIlflprj,n, m~"y of whit"
AlC 1101 IICIf"_"lIly or (v1'1I 1I,"(lIt I/I.t o( tho «(I/lH'''1 IIr

Ihr~o (lrIlIA ,,( 'IArlh:II"llIlIll '1ll0l0 Ill' 1(\" 'III fIlAIIY
prtljCfU, whlrh lun kll '0 An r~("(.,,'V(l AnI) III1)u~lI(lr~'

C!I'lMllllun ul 1/\(1 ,IUhl,,: 'HWf,

'Ill IheM! 1Il/llIUlfl~J mll"l 1>0 Ad,kd Iho 'lublh; &«10",

mill\lI~(lIllf)ntClHlII,'"I11I'lrlltlllraldd....c".w'U;'1l ra'lon·
,'ihllllk~ lUI, 1101 a I"',I},' l,kMly fldirll:,d. Olle m:lY 1I0ie
w"ru..'on Il(:1wn:/I IHIlIlIlj(rmcnt IIl~kJ and UII~~ o(
wnlrol; .WUllnlln. ruk' nrc bAdly ad.pWd and ImJlf-r.
f«tly If/plk-d,

'1l1erduIC, we lue '"JUIII I 10 U~ .11 our cnurlA 10

rcdrc.'I.'t Ihe IIllulIllon IIl1d 10 rc\lrUl;luro Ihe IlIIhllc
cntclflrbc.~, whether lhole Ihlll will remain III Ille
hllmb of Ihe SlllIe or Iho\e lhal will he pfivlItlled,

'111c enlerIHlsf,\ Ihal will he hauded over III tlw prl.
valC scelOr alc not Ic" suhjcct 10 Ihla reuructuring
bc~au50 their atullcllol1 (or prlvato cl1lrelueneu,. will
be oven greater OIKO thcy arc In beller shape.

In a modern·type coonomy Hnked 10 International
Ifade, we need-in aU s«tors wbcrc 1m: ace4s of public
sctvlce do nOI rc<lulre Siale Inlervenllon-prlvale enter·
prises operaling under the ,ulc.s of ahc malkel, flexibly
managed, and conslanlly adapllnlt. under lbc re&ponsl·
blllty of men commlUed 10 Ihe Ix'nents of success and
the risks of (ailure.

r~() 0111': UlIl be unaware "" Ihe lntcrall Ih;1I we havl': ror
Ihe rcgiollalllJllloll polit)' bclll~ JlUUU('AJ 'n allllornahu.
We will henelll hom Iho Slalo'lI giving lip ~)fII0 Illlhlle
clllcrprisc~ to Mcadfasll)' follow Ihls .)olllY. In Ihh
rapc<:I, we may dt«:hle l/~11 (or ronlCl Pllvall~ COler­
prlAcs, priority will be rf_~l"vcd (or peoons or &I()uXJ'l
belonging to Ihe reglona where tho oompany seat or
113 llublldlarlc:s arc 1001ted , In th15 WJy, the rcglonlll

It Is advisable to 'Irc.'i.~ here that public enterprise, economy will become IlIvl~oraled and the region'!;
arc coMldered to be a reliable tool In an cwnomy that Inhahltants wlJ!, by mean:,; o( enlJlloymenl and by
l.s not vcty complex 1I1ld th~11 Is nol vety open to Ihe Q((Co;., 10 glxlds and service., pHlduccd by the firm, tic
(JUulde. Amonl other task." Ilhey .hould Cll!iO the mea· the IInkJ o( rCllonl1 solidarity morc Itrongly, 1"hu.., th(J
!I~rcs and proredurcs (or the uansilion to an economy region, in addition to lu administratlve existence, will
that" leu .lmpl4.l and Icsa 11:"",rd Iooldn,,·""t WIt·.... ,» .......... '*IU..lto~.CtIIi..J,•••"
Iheir role ill Morocco in man)' seetors of the economy, trade, we all know thallhe era ofpurely natIonal -:oono­

mles Is past, economic prosperll)'lilaU OOUDIrIcl of Ihe
world Is linked 10 Ihe Irade now" tMt tic them to Ihe
world OOOIlOmy, ExpcIieIKlO~•.dIM 111 .-ptq
exporlS, nrms playa role o( Initllllive and conqucsl.

Thanks be 10 God, Morocco is blc:iSCd with consider·
able assc~ 10 allow lIseJr such an c.:onomlc policy, In
effect, MorOOOlns have an aplitude (llr saving. In proof
of lhal, (Iur compatriols, working ahroad, conslanlly
look 10 Ihelr countty and conlribule regularly 10 Ihe
nation's weallh, (or the same rC<lSon as their (cl/ow
citlz.cns Icmalning on their nalive soil.

--

-I
'f

Moroccans arc enterprising and vcty ollen aspire 10

become entrepreneurs on their own scale. Therefore,
we have the duty 10 encourage such aspiralions: poten­
tJa.I aatreprencun must 001 focllhemse1vcs lock~ fniO
an economy to which Iheir aecess Is barred either by prl-

.Y''O<:o.q~IlU1lliolll oC capilal or by pllb& CAlcrpriseL

We will onll altaln the hoped, for objeclive by mobili·
zing 'CVlrJ means to be able ro guaranlee success:
beller raIning for young people, 'aii"ipproprla-ie'"

"Independenl bUI open", should be our mOllO, In this
phase of our economic evolulion. We should, (.'D thls
poilll, stress Ihal ollr privatlzal/on polley musl n->t be
left 10 IbcoreclclUo&fc: .r*.'....'~'U••!L "<.\I

slances, It mUSI nl Into a global vision that takes Into
acc:out,,JQf;faI C~lIII"',""(, o..,~...· trJ!!l:;~....t
omllling. I would like to menlion here IWO partlcularly -
important ones: the first concerns employmenl which
is,. for Mor~..,~~~, ~1~~~,_"~.2~~I":.~~J.'?!~ •. ,,, .. '..,. :...
concern,

"

r
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.clllvl';Of"IIUl! Ihr· MonH' ""'" o"omy. I hll~.It~ 11111111111
fI(n. 'h,",ltl I'"~ III ("VIII' "11' •,.. ,,111111 III 11('''' lo"~, 1,"1

til/v· rtf. I. lq ""1111111 •• IIIIII","hlll" wl'lilfl fI ... 'Ollll;IIY.
It lII"y lIill'l'",1I 11,,11 fOI IIIlC ". IIII' IIr Illllllhn. ill Oil'

/1'6,lon or Allolher. III 011(1 II/Un or ll/Itllhrr••he 011('\11l·

.itm of IlJlvlIll/Jl.lon 1II11Y. If Idl "IOIlt', If'n1llf,rArUy
~,"nHI1 rrlllll1ll"nck~ whh II WII IIItl "'" lor Irlllllrlfj'lIriv
wml~n~j\lr~1 hy lhn IIlkr of IIf;W Jo"•.

Tha. b ~ Jlvon whkh 1II11'lt t)(l lakl1l1 Inlll IlffOUII'

cHher hy lli~IPOl~IIlp' (lrlv:lIl/JlllolI. or hy ~f'lllnJ!. IH "

wfIlllliou (or lho IiI flI'~ "U)lJU. Iho 1..(J/llmltmclIl III

krAJI' Iho c.uuolII I'cr~."llIcl.

Tho 5C(:OIltJ !mdlll flll:lur whkh mll~1 lx1 cclMidcred
UHl(C'III\ Iho need 10 Ilvold Ih"t lho 0llCralloll\ of
('(fUng Jluhll~ clllcrplh,,' 10 Iho JlrlY/llo M'<lIIr UJuld
ho a (1111'«1 or Inlrn,lryinll Iho wnClmlfllllon or wOllllh
and an 01'1'0rlUnIIY for new 11\1111111'011/,1110111 hy Ihe
powerful lind the velY wl"lllhy.

'Ille glllli ~oUp'hl lhrolll{h the I'lallned "lM:fIIlllln h w
giV() chantell 10 5\11110 !lOW /IIC,i: 10 open for them tho
doora of rcsponslbllily, chllnce." lind tbks land) 10

brinllngclher ':(lIIdlllom Cl1vofllble ror workeu, savers.
and entrcpreneurs to benefit rrom Ihelr shllres In Ihe
economic dcvelopnll:nt of whkh Ihey arc Ihe 8f1'~lIn~.

III~~, ,'",. t p. Ill' 'H 4 ~':'l",tlI4 "" ~.I,t1ll1l1l1jl 11"11'

,,"r"''''''''-II I III ulIl.I~'"n In "" h .".'1 qlUflJlIlI I "~"'.I"1J
e"'. '"Iflll 11111,1 h.> IA~fll A' .he IJIH'"'llllrvd of lhr, ';rill!'.

Ih Ihnt' Irgi'''llivc Ili~llo,i1I"m ,houl,ll". 1l.1•.I,." Andl
lilly m~.ur41' II~ C!1l.bkl tho .ul....A4 IIr llul MW IJolky
(',r whltJl Wtl Jr,II',ullll lily liI(\ routldAlIllIn. In "All/UI
lar, Ihi; rdrr, 10 Intrut 'Urillr. ['1I"~1( I''''fll"'~n. I'"""
lhlll will r«l'nllin In slllle h"'lli••~ \,Will u UWAO lhlll
will Ito IlrAvlllb.('Alj nOlllng ~" Ofpnl,IAllinn ot KUmnt·
Ilnt.' and AI/I1II",. ollod In Ulntrlll\.Ill~ 10 lhO Impwv(l.
menl or rnlllllll!l'\lnN11 or C'f(lIl1lfnl~en.r.rrrl"".; Illfrodll'
lin" rdoun. In lho :,IUlk 1~J(chanA(l 1)'11010, In the laWi
loverllllli "rrol, In tho syatran of tAl..... on sll.arCl; a"d
I':umlnlnlltwl problem or 1110 wdromo waIve to 'ordill
ulliialirt Ihe lIouhlC1 wnfun of IJff.M!lvlni 'ho (Ounl'y'J
ImlcpcllllenU1 "nd or IIllC/llng onto 'he worhl r.colloUlY
at 1Il mc~nl of building /I mmkrn 11111klflal CQII10IllY.

'1110 lll~k pH/grllm. ror which Wo have outlined tho
~"Iknl lUl'ec'Jllllcl which .he Icgl~lalurc. Ihe govern­
monl. And Iho Rdmlnl.'IrAllon. clleh ror I,~ own part,
~hould 5hmlly ,IU' IlIlllllr,IClke. may aPl}ClIr ,unblllou.'.
Indood, II II, .'IIQO It Iruly cons.l!ul(le tltOlOl1oc;llon 01
Iho IlSplratll)!II or our proplc In dlUorclOt «101M'",. Wo
arc cerlaln lhal Iti achievement roc,ulres tremendous
cerortl, calls for mClllurea In dlfferenl OeldJ and rlaor.
ou.' work /IIelllo(15-ln some rc.~pc(:l' revllluliollnrY·lo
2.lllin lhe dc.'ired objeclive lind 10 overcome: obsladcs.

::.

l-••"
~
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10 avoill such errors. it is importanl to create a special
organizallon, composed or highly qualified experts,
which will have the task o( piloting lhe privatization
program from beginnln& to end. It will have 10 assure,
with .11 due aUlhorlty, the coherence and, Ihus, the
success o( the entire program.

II may be tbat Ihls requirement dlslurbs habits IJId
arouses susceptibilities, bUIlt corresponds to a pr:orlty
need In tlte ,enerallnlerest wltlcll we pllOC llbove any
other consideration. \
In c1osfn" \\~ menlinnI:~. ~1IOK;'i~;1
namely the agricultural sector. We have in mind, althls
tlme. ......S~~h....rrlt.n.~,,·­
.he prlvatc sector. The takeover by the State, (or some
time, o( Ihe recovered lantis, conslltulcd a necessary
phase lor.M.oroq;jUliUnJ,Pllia~,~ ......,.. " ­
the explollallon or those lands. At presenl, new corul· -

.......~ .• "l-"~'

Wo will ollly rc••~h our objecl'vc.~ if we allapl
IprIYalil.al/on's) legal (ramework 10 Iho policy Ihal we We would like, In Ihls regard. 10 cali IIl1enlloll 10 an _
have adopled, 10 a....~ure It (ull sua:.c.", alldl.oa~bc)\Jnd ... O~$t~,I~a,could S,lan~.j,I1.oul, ..~~''',j",,\ ;c

lhe ItllUI or II pro,lOC1 Inlo IOmelll'nl~f~ ooncrelr~.u ii~ Thit rttefilo~c~,... _

The Corulilullon conrers on the leglslalure legalcompe- RlelllS which compose our propam which mllll remain
lence concerning the Irall\(en (rom Ihe public sector 10 compact throuahoullls exccullon. 1bedJspcrlIoQ wuld
Ihe privale sector and Ihe definilion o( rula and procc- occur through either premalurcortardy measures-thus,
dura 10 be Implemenled 10 I/UII Ibcl opullion aID be IrrapeaM"ot lito alDnar .·tMMdcI ."'....,."",.. '"
carried oul in accordance wilh Ihe general Inlerc.\1. The when a government depart menI lakes some measure
Lepllllure should, I>c(orehand, take a census of pUblic wilhl.. III pre.,..1hw wilhoul wor~ ~tbo: llboul
enlerprl.sc:s which may nOI be ceded to the prlvalc se<:lor lIS cohercnoc with respoe1lo measures laken by othen
cllher because they provide essenllal public services In or aboul the overall program design.
non-compctillve scclrrs or because Ihey arc vil:>1 (or
Ihe nalion's economy and lhalthc general inlerest POSIU­
lales their relention In the hanw o( the public power.
\

The law should also fIX the procedure (or evalual/ng
the pUblic enterprises to be privalll.cd, so that the
Stale may receive a COllect price. The evaluation must
be confided to a comperent and indepcndenl organi­
zallon able to implement standa~d evaluallon methods
(or the sale o( firms. If there Is compclllion among
poleollal buye13, Ihe choice amona them must allow
no favorillsm, bUI should take accounl o( (aclon which
we bave previously stressed, namely consolidation o(
rqionlllzatlon, employment ..rep", lind opposl.
lion to the Tonopolil..ation of e<:onomlc projects.

,·rb6ollo.,,,,..,,

One or the law's most important provlsloru must be
10 1~lerdict the extension o( Ihe pUblie scctor by the
creation o( new public enlCrftr~ or o( subsldiarlC$ or.
exisllng ones (and) to Inlerdlcl ..~ e extension o( pUblic

'\
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InH"'·

IIq thr; hU1I1;l1l rklllflll thf M"I4~'~''''1 iIl/fll. whll i,
hll hI, ,l:lilvIlY;llll. 'I:I,ly to :\~~lIl11r hh Inl'''mlhllilin,
lIlul I" ~"rq~",lIlt lIi~ III"n~'", 'I 1I11~, II " 11'"'/ IH,"i"I,
to tl'lII,["! 'III:,ill ~Iill" ilj!lh llllll/llll'lllch III thr 1"Ivillr
w,Wr, UlIII." con"illlln~ IIlld l~mlllllllll~III.' wllle;h Wn
wllllllicr Annlllllll.r, ~o Ihlll thn lil/"/,,,, hCJllI:t1<1l1rlc... or
the ~LIlr: LiJl'!, 'i"Y \··"r~ 111',\':1,,1, I"'f,,'i,,~: Ih" r. "n
oIlly III"n£~lck Ihml1 rr_'llf1Ildhlo tllr Ihn l)flv.tl/rAlIIII'"

'1h.r"(l 1111), hOlllll lillie t1"llllllrA. thn "11(1111 .'I)(',(:t. or
th,. polh y whi, h Wn hav(1 rnolvr4' til II 1It11'r111 1<11, Wo
hllvn ,ullidl1llt'y ~el ,,,"lhn 1Il1l11vc"s, Ihlllt0lllllill altaill,
Iho mall" III <..II Yllul, and tho nOColkd llleAlllJlr.Jl tl)
ovcrUlllln the "h.. tncl.....

Wo pnly <lod 10 fo,.Hlt II~ IIi; 511111IC.fl ""cl t" hdp 11\

1" achieve Ihe p,oHlllcur ami the Klory fIr lhr. Hllher!:lIl11
and tho wcll·hclny. or Ihl' dll/elU. 'Ib tllO p,ayer fIr hl,
5ervm, 1,1, the AII·MI/!hly 1(\11H1I1I11 KCO(:1II111Iy."

.. .. ..

,114- " •• " ... 1."'" ..... Hill 41 fit 1\111' 11< i .IIHf\t

"'11 C1ll1iff! oul f:ilhfl hy lull.l\vllllt .11 .., I"'" «IIlHq III
Ihr lill:lUII.-1 11I:llhl Of loy l~~"illl! Irlltk/~, O! by

"'/Il"illillil Iii. 11'11 III"IIIIHI~

NIlw"lhelr<u. III .f"'.11 Ihe ohlC"" llvf.' 1111(:1111...1 III

"tlldn ~-:l. lllJlow, the Mh,l.t" Ihal£l:d wilh (,(f'~ IIthlll
IIII' 'I:lfl~rl'l"" .-Iln " ,oll/llrrifl'~ "I'illilli. "f Ihr '0:11"
fn ('mumll,'oll, muy 11ro(H~t to thl! prlvatll 'till; 10

CHI(' to J;nvr;rlll I'UIr.lIllulU dllllen un 'ho hulq or Ihru'

ohJr.olvr,•• If nof(.r.~,.,y IIl1owlnlllhl1ltl III 1IlJIll1nl rw,"
Jlflll"lin flf tI,lvtlnt.llc:, 11110114\(0.1 In tI .. /11 """Ill ~ )
Article 5, Wilhlllll IMl,iI,.J (If Ii", ,wllllh, hOIll III.. ,1111/1
ot pllhlinilion "f IhC'J Ilr(',£lIt I• .., III tht! Offidol
Ih411~ljll, til.. £ovr./llment I. "nAllled, III th£l IIIIUlilllllU
rlllrMe" III "lIlde H of the (:'lll~lltlllioll:

I) 'Ill fill for tlln UAII.dfl~:

Ihe rule., for cvalU,lllll!! 1I1r. p<lllil1l1l11y lr<ln~

fc.rrcrl and for (!r.t.rrlllinIIlK Ihe ~llic I',ic 1';

, I
'" ,

--'

Article l. In Rpplkallon or AJllcie 45 of tho Onull­
IUlion Ihe folillwing will h<l uansfcrrc.d from the pllhllc
soctor l<I the prlvale SOClOJ during a period not 10
cx~1 Jl Dc.ccmbcr 19')~:

1° 111e ownership of Inlcrr..'lIs in Ihe wmpanic...,
shown In 'Iable I annexed to Ihe prc,.,enl law,
held by Ihe Sl<tle, by public c,'labllshments, by
companlc:a In which~St_Io !wIlls aJlI~'i!lIII·

lal, or bycompanles holding public conc.essloll';

2· The ownership of hOlel est.hllshmenlS, shown
In "(lIble 11 annexed to the prcscntlaw, belona­
Ing entirely 10 the Sl1fe or 10 public establbh·
menlS.

Article 2. The cJlcculion of these transfen and of the
operalions which arc complementary or a nccc.uary
accompanimenl will be assured by a mlnisler assisted
by an inlerminislerial wmmission which he presides,
called "ltansfct Com mission."

- Ihe comp(llltl(ln lind lhe P0wt'lll o! thn "'gllll­
I/AIllln chllrl!oo with Ihe(lv,IIlual(rll1, whow C(lm,

pelel\CC and IndeJ}cndcnf~ mU\1 he amllnl;

" lhe legal IIntl rlnnmlal modc, or u:lm[er for
all lheir rorms mill Ihe paymenl wndilioll\;

exccplional arrangemenlJ lhat may po~lbly he

,r~~~~~~t!\(f~~ri~~i~.;
some specific difficulticl;

- the tax scheme applicable to the transfers.

2) 'ro define the means according 10 which, allcr
opinion 0( Ute orpnlzaliol c:barFi with the
evalualion, a priority or an a~Vlntagcous treat·
ment may be assured to a:llain pos.\ible
purchasers in consideration of one or sever<tl
of the following objectives:

. ""'." '''lA''.

- protection of employmenL

- develcjiment and reinforcemenl of regional
economics;

- access of new social categories 10 the owner,
ship of firms and the fight against monopolies;

Article 6. On the occasion of the lransfers in Clrrying
out Naldo I· of &boprClMlllJaw•.lhe~ '•. " , .
Wilh executing the Iransfc~ may decide thai no

, ; ""'-, ,. ,~, .......I·,.. t···

This commission will be made up of five members
nominated by DoII;r and chosen on lhe basis of their
compelence in economic, financial, and social mailers,

On a temporary or a permanent basis, II may call on,
liS expert consullanL~, any person or organizalion
whose help appears \.!Seful to It

, The decrees taken in carrying out Ihe presenl article
Tho powell of the Minisaer charged wUh c:xecuHni will be ~.u.bmilled to the ratifi~tioQoLtbe~.!.
the transfers and the operallng conditions of the or RepraenlltlYa wlt'hln I pei10d~
11'~nsfer Commission ar~_~~~d d~::.J>!.•.~~"rce. , lowing the pUblication of the last of them in the

..........., ..~'~tIJ1I!f'I'..",.:;~'" ;:W'l._. 1';",.11I..,..,..", ....
Article 3. The operations taken to carry out the
transfers intended in Article 1 above are decided by
decree made on tho propolllloa.oI.. iho MiaisIC1·..·
charged with executing the transfers.

• "'t'foo.......J~ ......~\~ ;,.,.,-.1,,, I

r \



nh:llf,\ Ihlll lIIay he lIulllhnl hy torl'lp,ll hllllvldllah Ilr
lcglll (inlilin or hy Iho~o u"l/er to/elK" Will/ill, III
order 10. If 1Ic«:.sUIY. f,1II1«1 11111lullallnlCI(:II. u wtlll
a.. Iho lulea de-dgned, ,.., '.)Ider III ,"ocl Illo 1'100 lOols,
10 Ilvoltl 'llh~I~:II~1l1 Iran .. rcr, III (Ilrdlto llillllh,

\Artlr.lll 7. On Iho ()(.C3..lon o( tho trlmAl'el. lrllended In
Arakle 1 above. an Inlemll may be IIIOtlOSW 10 tho

rxu'pllttll ttr 1110';1' w/iml~ i"'lllioll 11 n fIIaltr.l rttr IIII'
IllW. IHI (.rl)llllllli lie A SU".~ldlnry (II II ~fHIIIII'llrRIl'(J

aub.ldlrlrY or II public tJlllcll,rbo. and no lakin. or
.hllrca hy .. ,,"""e cllle/llrhe in II prlv'lo (Inlorpr14c.
lIlay Ill~O I'lll(,~, ullcler Iwnnlly or nlllllly, wilhoul l/ir.
.ulhot/lAllon given by tI«:l()(J "kIm on Iho propolltlon
or Iho Mlnblor chi/led wilt< eJI(lCullnl the IIlnde,.
and p/radcd by • preamble.

00 0

Tt'lbUt " Uoldlnlll' or 110. /'l.... ""'" .r , ..",I< onk.,....«- ,

-.
..!

--.i
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Ibnch Mlluudl
SocItICl p.liOlIale pour 10 dtvcloppcmc:nl cic l'tlcv'le (SHOll)
Compe,nlc ma.ocalne de oommcftl.llullon cka produll••~rirob (COMArRA)
SocItICl PlIIon.le de rommercJ.llulion .Ie» lemenllal (SO.N'\'CO.S,)
C<lmpa,nle IIIllrocaine de ,(]Ilion ~ ClIploll.llont I,rlcola (COMJ\OItI)
n.n'llHl mal'Oallne du rommefClCl Cllltrlcur (~l.M.C.Il.. )
Oan1luCl C1.llon.hl pour Ie dtvcloprcmenl tconolDl'Illc (II.N,I>.E.)
Crtdll Immn~lller CI hOlelicr (C.UI.)
SocI~11! nAlloPile d'invalluemeni (S.N.I.)
SanqlHl callnlc: poptrllIA' (D.C.r.)
COCl'plc:u IQtIIl' de fib (C01l!I')
The ,eneral lire .nd rubbc:r ae. (Oenenlllrc)
SoddtO ...........,lIAt... " ....,.,...... (IiMIIP) ".;:,,.. ",
~4! Il\llOCIlne de ClOniIlruc11oa .u.omoblle (SOMACA)
Socli!11! Mlloo,1o de r.rlne .lImcnllln: de poiuon (SONAFAP)
SocUI4! MliotIIIle de .ld4!rur,l1e {SONASID)
Suacrle de IUnl·~clIAI (SUDM)
Sucttrle nffillCrie de l'oricnLlI (SUCRAfOR)
Sucttrie ram.erte de anM • i..OlIUoI (SUCRAL)
Sucrcrie 11I11oPlI~ de Dehl (SUNAIl)
~uauIe MIIoor.lc de bc:uuaw de LoukMo (SUNABtiL)
SIICRrie MIIr.Alale de Clnno de SetJou ($UNACAS)
'lIlCrcrle PlIJonakl du OhartJ (;,UNAO)
5ucttrlc IllllioMle du Udla (SUNAl)
Sucn:rie /'IlIInede de anne du Gharb (SURAC)
Sucrcrie I1Iffincrie du Udla (SlFTt\)
Compaen~ de 1/'IlJIpoIU du Maroc·U,na "Illorlala (CTM·LN)
Compl,nle Immoblllere el rondeR! mll'OCIlne (ClfM)
Socll!I4! cb~rifienne de dialrlbullon ci de preuc (SOCUI!PRESS)
SocI~I4! PllloPile cIQ 1~14!roDlmunlcalloRi (SNl)

L./vulock nlJ1n3
l.lw.allltk ralalll6!
CQlIOfl martelln"
Sc:cd market/n,
Uvalock rlltin,
n.nk
/llllk
/l.nk
InvtJlmelll I'mlllolion
I).,nk
1bllle Indwlry
1lrc Indualry

,,"" ......' 11'.,·>1"'*1+\~hlc~ tiiwmbly .'
f1shfJlall IIIIIlUrldurln,
Slttl manurldllrln,
Su,u Indwlry
M.nuraclurln. and rdllline aY11r
M.n.r.ct......1t4 .......... ,.
ManUr.Clurin, .nd refinin, .uIII

=:=l=~=::.M.nur.Clurin, and rdlnln, .upr
Manurldurln, and refinln, IUIII
Manut.clurlnl .n" rellnlnl IUIII
Manuraclurilll and rcfinine IU&M
Road lranapat
Property promollon .nd m.na,cmcnl
Newspeper ddlribullon
1l:lerommunlC.3liona

•
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,5. Dlvcl1~
ealaprlla

2· (',1_ d"
dtl'(ll cl de
«ullon

).lJuruu de
m:hen:~ CI
,Ie pal1lclpa.
(l~tm.t ml,,~::im

4· Socll)ll!
IIIllooale da
produlll
pllroll<!fl

.,.' "

I)
('wlnnl ""l\u"(/Illln. (OuJflo)
In"ualllal r"I1""'1 (hM)
OolhlnK IMllIlly (n...)
,..... ~ICJI1 Wf'a'tlln.
(;lotbl., IIldudry ,
/lhoe mQnuflClUllnl (<'...."'.nu)
lI'lulpmc'nl IIIIlI,u(lI(lurito.
Comptll., IIIInllfl<:l","'- (Rlbel)
001111•• lftd....ry
O.lIon wuvln,

Clothln, Indwfry i"'k')
<"104"11., Ind""ry Fel)
OoIhlll' In"wlry Mc'_)
C.nned roo,loI (Ikluoo)
Chemical Indllltry (Moha8lm~1I.)

YUII m.nufKlurln. (Fa)
Alwhol m'nufaclUrln, (SkJl Alld llu.l)
Clol"ln. IndUllry (I'tlllall)

"."o:r I'U'P manul.CIIl1lnl (Sldl rohy, du Ghnrb) ...
l'ro!'f,ly I'm,"ollon ~lblHli)

'''Iu..neel ~r...........flCI)
'Illurllm And "'>lei promolkm
In.u....:e (C_bl.nca)
ConouflCr n..noe (OOU...._)
ColUumcr rlntOOCl (LUiblance)

Mlnlll' (lkCnoul)
Mlnln. (Imller)
Itoot.reh OlHII"II.ney (ItalHlI)
Mlnln.
Co,1 mlnln, .nd ditmlbulloo (H.bel)
Mlnln.

DilItrlbullon or pelroleum prodUCl1

~-~':Dltlrlbullora or pel"" prodUC:1I
Olslrlbulloo or~ IJ"fIChKU
DilIlrlbuliofl ot peUoIcll. prodllCtll
Oltlribullon or petroleulll prodU(1I

Sloop crll*C'fi....~
Leld procculn,
RoIIlf1. IIWCt 1IAIIolIl~1
HoIdI. ~'1lil,-~,

fenllizer pkklne .nd dillrlbullon

Owrnf<l If> <l<> l'Orl~rll.1 (CII.lII)
1'''',.11\'''' _lf~" et ,........" (lUlMII''OI\)
1",1•••,1ft nelerla de .. v.,lt-e ("IOVAI.)
In,III.'Il' r""",,,i~lr f1' O"r.' 1"11I (ICOl)
,/IIdId. vh,·",.,,'. (JAIJIVIU)
M.II"I.du.., .f.I", d..,. IJfOclUlt1 en cult (MtrPlUlC)
~ ... Ill~ Ind'KJrkllp. fl'.I....relll••n 'k!(I~«Inl<lu", (MOUl!l.flC)
~1t1~UI lol"'M'I<H1A'e d'l",hMlIle el d'ln.~.k.1a (UI)
:'l".mw \'tIc...."'. "",In:'''",nlJo (:tA'.AMCO)
~~1I4t Iilalur. (:'>1\'11.1'11.)
S<Kllullnd...."lcllc de 0""1"",10,,, du c~nl.... (JICOCllttlRIl)
Socl'l41 IfldlMlflclle de (XHIroclloIl de I'. (J'COl'llN)
Sod'tll IndUllrkl1e de olf\lllCllon de Me'. (SICOMn)
rO<lCltUI IndUllrlclle cia ex_rv« de '·Orle.lal (SICOll)
~l(lllt n.lklflllll d"'«In>!yM cl de ~I'lXhlmlCl (SNIll')
r>(ICI~lll df'll IUr""" clu 'U('ll (SODl!lt~)

Soclll' ,Ie Irln_lurmAllulI de m~llW(I du Ofll,b (SOllIAMEO)
V~ltmcnla du Nord (VI!'INOltO)

Cell"I.... "u M."1(l
CO/llpaKlile l~n".le Irnlllohiliho (COl)
Onn""llnl" Nord Nrlalno c' Inlcrcontillen'ale d'uaurlll~a (CNIA)
M."jl;·'ou,lIl
Socltul unlr,1e do r""..uranea (SCll)
Sod'., de IInaneer...."1 dolo rr.eh.11 • ~II (SOf'JIC.CRIJOI1)
Socltlll d'&Iulpcmenl doIIlcall<jue cl m'n'lcr (£!OOOM)

OHu""lnlc d4l 11(nolll (I 11.h.nlmlne (CJ'I)
Soclll' mll.llurllque "'Imller (SMI)
Soc/til! .nonyme c1ft,lOcnne d'/!IudCl mlnltrn (SACIlM)
Soclll' .nooytJlCl d'enlrcp'lIa mlnihca (S"'''lINn)
Socltlt oommertl.le de c1ll1rboo CI :.all (SOCOCIIAIUIO)
Sodtl' mlnltro de lIou..""

Compaanlc m.rocalne dol hydrocarbulCl
SocUI~ ~'JdarocSocUc' IIiiQI au·Maroc (M08n;."j"'<ilr1

"" '."
Socllll! ThI.I·M.roc (TOTAL)
SocUtl! pllrolal dOl Maahn:b (PL'1ROM}
Soo:itlll Pllrom·Ou
Socltll! Oraloo,Ou
SocWI -.roc:alM de IIOCbp (SOMAS)

Socltll! dco (onder/co de plomb de Zcllidj. (Er.Z.) .
SocitIe cMnlitMtl de IfI&lbld ItIdllllrlel ~ knvvllilc (S(:1f)
Sodel' de Rill_II ea p1nldpellora __rclale (SOPICOM)

6· Office clH!rlrlcn Socltle m.rocalne da (enUIs,nu (FER11MA)

~phoIPh'ICI

TtrDLE II: 110.... ,nllrol" owned b" lbe SIAl.. or b" p"bllk .nlerprlsrs

N.m. of lbe ho..1 N.11H of the hole' Cltl

ScCrOIl
Urraoul
Un Un
Caub"na

. Meknb
Oujda
EuaOIlII1l

Fa

.,.',IlliII~

-------------------""'!'.~.s....,.!!t.,

Unler HOlel Sidl ~hccn 40UJaI
Cuablanca HOlel la Am.ndlen
Fa HOlel RO)'II ,
r..a...chc HOielThmulJanHquc
RatAl HOltl1htnullanllquc
nne"'lr HOld 1I:nIIlnllll
blora UOl,1 dCll Ilea
M.rnk«h HOld VoIubilis
OlcIcllao4ICfI H4cd lbubkll
EJ·1Cdta M'OoIifII ", HOld ~""Iit"
Fa HOlel Ouzoud IUnl·Mcll.1

." .....'''':-~ ....... "'"'~""".-'.""'_.""h'=-~~"t-O;"""'4II_I •.IJ:.~\"lI!I!!Sl' "I.'"
Khtnlfra HOlel N·r-..·.. Mamkld - -
EJ Jsdld. HOlel Sidl Ilarnzem Fa (Sldl Hsra m)
OlllnualC HOt~0_ Cu1bl,nca =
Boulm.ne du D.db..··_·...·_·~,·· HOId'Oi,bfmc:ttil ," .". Oil:;'"~"~.+~IlIIII'_~''''-
11IIIiouine HOlel Splendid SkU Slimane ~

lllnF

HOlel Malaba..
HOlel CaabJanca
HOld b Merinlda
HOlel Riad
HOld de Ia 1bur Jlauan
HOiel SlaJuo
HOlrl nmoullnc
HOld lei J\ImOllvida
H44cI Aamu 1'l'J".
H61d .. ROle du D~/'7'ft ',"
HOlel blaJh
Wlcd fiioilIIO,.,
HOld AI Maar...
HOlel Az·t.ayanl
HOlel Doukkala
HOld Azi/iOC
HOiel MadIyeq
HOle' Ibn Thumm
H4IcI 'Drill

,·1
--

:
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ANNEX B

FIRMS AND HOTELS...
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LIST OF I'RiIVATIZAULB ENTHEPIUSES
ACCOIUJINO TO THmR SIZB

A. LAHGH HNHUiPIUSHS: 19

Bel'
BMCE
DNDE
CELUMA
elH
CIOR
CMH
CNIA
COTEfI
FERTIMA

B. REGULAR ENTREPRISES: 33

leaz
SCR
SHELlr'i'EXACO
SNEP
SNI
SOMIPER
SONASIO
SUNABEL
SUNAG

" \ i

CGI
CIFM
COMAGRI
COMAPRA
CfM-LN
EQDOM
PPZELLIOJA
GEfflRAL TItRE
MAROfOUR
MOBIL
PETROM-GAZ
SAMINE
selF
SllCOME
SIMEF
SMI
SNOE

SOCHEPRRC)S
SOCOCHARBO
SOFAC-CREDIT
SOFICOM

"r,:~I';" "~I ""!"~~"(''#il~''''''''i!.'4'-;'' ".·,~~~y,ri~!t1""'l1~)~~;'
SONACOS
SUBM

,SU.CMFOR
SUCRAL
SUN.\» .
SUNACAS
SUNAT
SURAC
surA
TarAL-MAROC

=-

C. SMALL ENTREPRISES: 22
,.

= C3M
CHELeO
CIT
DRAGON
ESMAFOR
IBOVAL

;' . ",..... .. ..... JADIVE'r

MAPROC
MODULEC
RANCH ADAROUCH .
S3I

SACEM
SALAMCO
SETAFIL
SICOCENT 'ilI,jliill...'. . -
SICOFES ,"tV.l_Q'''li:''l'~':;'_~'~);'t=

SICOR .
".',. SN1'BLECOM..·"',..._IiI....ltiIw:{.'••7J••lll t'1~i;;I~

SODERS
SONAFAPs<:Yt6MEG . ,,,~~ ~ ..H\" l"> 't ..,,~._ hU;'.~

.: '.
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MINISTltV OIl< E(:()NOMIC Al""AlltS

ANn l'ltIVATll.A'I'lON
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BASIC FACf SHEETS:
··''fp·'MOROCC()PSPRWA'ft2N8tiE·PIllM9~i·,,~ ••_rr~.,··',·,·.

MOROCCO'S PRIVATIZABLE HOTELS
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COMl'ANY NAMII VIIAR 0"
C1t11A110N
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SHCrOU WOIfl11
~IIAIUI
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DAS[(~ ucr SIIUT ON MOROCCO'S PRlVATI7.ABUt IIOTELS (1118' n.a.)

N...MIl cny OWNIiH CATI100RY CtJRJUwr MAN"'ODR c...,...cm
(SUon) (RooOlHSuiltAlI'c

.[
~

-

Hoed AI Mullr. OUjda ONMT 411 Soclt16 New SaIaIa 1U
~-

lloed J\Imaa Oldchaoucn ONMT JII ~h Too... lloccla 94
Hold AqllOl" ()t.L>rlAl.IICl ONMT ..... 11ounlo I100d. PI.M 106
Ilold Ilaoma Cu.I~'''{JlI CDO 4T Maroc TOUf~1 117
lloed Caublanca . elOablanca ~i1al~ Il1Ujl<'ny u'Mler prlvatCl domaill jl. Inlercdcc 7.31
l!oId de Ie Tour I'-r4 lube' SIAlIAl pcopec1J ulldu PflYakl domabl " ICaINb TOIIP tflAdI U,
l!oId dn Del ~a ONCF ..... 0IaSn0 f~fll Tnnutl.lnllljuc 1I6 -

-

IIoccl Douktala ru JadJda ONMT 40 ~News.lam 81
~

HOld Frloua'o TUlI ONMT .lI\ ~Ncws.tue '8- Ho;el 100 TOlImm TlIlouIIle ONMT 40 DowIla floldl PLM 100 -
] HOld .. RON du~ l!I·KdAi M'Oouna ONMf 411 KMbah TOUlI 1I0Cd1 102 -

Hoed Ie 1..1 OuartatJlle Fa Moed SA ..II Doum. Hold. rIM 60-" -Iloctl let AlIJIOl1IVldca Marratc:ch ON~rr ..... KJubah Toor. Ilocr" 100
HOld la ArnandicB Tall1lO\ll ONMT 411 Socitl~ I.. Aoridc 68
"Old lea Dwa crOr ApIii' coo Vac.dOll VIIbICl Dolsnla HOldt PLM ..50
Hoed ~a MtrinldQl Fa ONMT , Kaat.1I fun HOlda 90

- HoMt......,.... ," ·J,~.~~,\,.,;;J~~:fi.j:l~ "'.j"."j~~¥"~'--'" '.¥iMli••UIl:Jt.......~ tOG"
~

HOld Malaba,. 'l'Uakn . ~e JlI'OPCl1Y lUMIcr pt1Yatc domain , Ol'OllpeCNKD m
IloleJ Mob8 011 HaJDou z.yu ~ ONMT 40 "-''''e t'cw s.aa. 61
Hold N1'II MarraIrAdI (DO ..0 DolInla Houle Pl.M ~

llold Oult.tlmcdetl Oubimalen ONMT ONMT 115
~Iolel 0\00UId DtoJ·MdJaI DtIIi MelIaI MQlcI SA 40 =t'~".4'4.., 60

.,. liotd RJad 1..arIdIe OI'lMT 2D 2$
Hocel Riwnl Etnc:hiJia IWr E& Souk Muld SA 40 Douo.. 1~1e PLM ()()

Hold RDylll T.. n.a..,. ONMT,i,'ir~l.;l"l·:{t.I., ,.~I;"". '~~.~f~I~\ 36 -
llold~ TlDCl1llr • Sta'" propaty 8od« pMIe doaIaiD 40 62
Hold 5td1 ~farunn Fez (Stdl lb«ucal) ~flol~c de SldI JUrucm SA 40 DoIlDla Holcll PLM 64.. Hold Sidl Labcen Lyouqi Sefrw ONMT 2A ';ocitt~ RedI ~

Hocel Splendid SlJi Slimane Slale prope'ly under privlle JomalR :\ !len Amar et: LamaAni 17 lx'\!,
..: HOld Tank Tancier.. ONW 3,\ UnllC'll Moroccan Hotels (UMI~) 15-1

Hold Tcnnine. Oujdl ONCF 4A 0Ia1Dc ~ellm: Tnlll.1l1anllqllC 106
HOld llnsoullne ZaIO'" ONM1 40 Ka_bah 1'01.1... HOltil 88
Hocel Toubbl Marrakech Marrakech MOlel SA 4." D..'tlnia Holele PLM 1~-'

""lei Transallanl!que CMablarlQl ONCF (Publie domalD) 48 0Ia1ne HOldltn: Tranullanliq~ 6\
Hotel Ttllnullanlique Meknb ONa: (puNic domalo) 5 Chaine HOldItn: ~lIanllque 121
!kllel Volubilia Fn Fb Molel SA ofA Douoia Hoeela PLM 126
Hoed ZalaR" rez OHMT 48 ~u! N<w Salam 68

ONMT· omce NalioDal MaI1x:aiJI de TouriImc (a pIIMIe Cllllerprise (or touriat dc:Ydopmc:ol)
ONCF· OfOa: Naliooal cb Cbc:ml/ll de Fa' (a public en'eqne nalloaaJ railroed)
COO· Ca. de~ et de OctIiOll (. publ6c CllICqIItIe IIIMce 0lllp0fI11clo)
FAR • Forca~ Roy.fa (Morocan Armed Focoea)

--; !"
~~,J~., .,:. ,~m~ .,.~."" \1\-; .

'It ... ' J •

• ",J ,~., : ...1,.. ....:._.,. ...1...... \ .... ·...~1 .. ',' .. ,,- .•..• ' ..• .• ·....".w,., ... ,
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11. tUWX C

IlfITIl\L fJNVIllONHEt~TnL EXl\.MINnTION (1 ••• 8.)
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A.
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c.

D.

E.

1" •

COUN'1'HV:

l\C'l'lVI'I"{ :

'1'01'11.1., A. I • D. l/tJNIHtlG:

I,I n: OF PHOGRAM
ASSIS'l'ANCE:

I.E.E. PREPARED Dr:

ENVIHONMENTAL ACTION
IU~COMMENOEO :

Morocoo

$25 1P1lUon

!"y

Podtive Threuhold 0801aion'Und*r
22 CrR 216.3(a) (2)(111) .

.­
""

,=

USAID DIRECTOR'S
DECISION:

--.=

G. Approved: _

Disapprovod: __~r_--~
Donnis M. cba~?IQ~,,~p~cto--r;-­
USAID/Morocco . .

·,"'il\...';"':t~.f.··"'riate;,~i~;,~,.-.•~~,."r.,.,~~
, I

II. BUREAU ENVIRONMENTAL
COORDr:ATOR'S
DECISIDtl:

Approved: _

Disapproved: .. .,,~~1't>jli·l· • '.---------------

~__ n

,-
,'.

.....,-"......' •.1..... ·'
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IN l'l'Il\L mIVlItONMEN'l'A1. lilXl\MIW\'l'ION (1.1':. E.)

MOROCCO PRIVATIZATION 8nCTOR .l\3UIDThNCn
.'IWtWMl ALW.LU1'AlHJ.. J.IJ...~~'.u'J:(JA'1'J,Ol\f l'AWjlk ("'AI.I'). '

Aotivity Doporlptlon

'l'ho r1OfOCCCJ 1'l:J."'ltl:r.nlloll t'ljclor J\ouiulollca (wtivi,ty wl.l.J, nuppol:t
tho Govornrnnnt of Moroce,o'g (GOM) firut mlljor prlvl1ti~ntlon

program thrOUfjh th" prov~fJion of. program augl.tftnoQ fundll, and
tochnionl nnaiBtnnco ana training.

'rho progrllffi uuuiatnncQ tunelg, 'totalling $20 million, will bo UfHHl
to motlvuto tho GOM ~o movo expeditiously in implementing ito
privotizlItion prograrrh '1'h099 fundg will bo providocl in threJ9
tranchou. '1'ho plul\ond conditionality for tho roleaso of thoGO
funding tranchou calla for, among other roquiromonts,' tho
complotion of a minimum of 24 actual ontorprioo privatizatiollu
Qnd pn)paration ot at hll~Dt ;Ui Gnterpriu•• tor: privati••tion
durinq the activit.y lito. Wht'irl roloQfted, those U. s. dollar fund.
will be dopooitnd into a npooial account in Moroooo's cont~al

bank and will b~ UGod to roimburse tho central bank tortoreign
exchange provided to Gottlo lottors of crodit oponed by Moroccan
private soctor firms for import of U.S.-mndo merchandiso.

ConcurrentlJ with tho doponit ot dollaro in thlg special foreign

:~~~~~~:nta~~~~h\~.~~fJrdl~~~'rn~~'~n 0 .,Q ""'-~
The bulk of those funds will be jointly progra..ea with the GaM's
Ministry '..>f Economic Affairs and Privuthfttlon, the key GOM
counterpart agency, to support various local curronc~~xlinses
related 'co pri vatlzatloJ17".~g'~L~';'J)ti\l'1riintd t6"'M"61'c*)t;~ri lift ¥~-f6f'f"

Qudits dnd evaluations of firms to be privatized,re... ~t,J.:r.~.~.~inn.uin~.~ .
progra.... for worker. d18placed bypl'ivatl••tton, .•x::••t:~"
prospectus preparation and pUblicity campaignlh,'''other'Uges ot
these funds may include local currency support USAID projeots and
programs in Morocco. In addition, ten percent of these
counterpart funds will be used to establish a USAIO :. ....ca1
curl:ency operating expense trust tund. " .:,.j,\O#'j" ' ~,',t.

An estimated additional $5 million of activity funds will ~~

provided for Q long-term advisol', and short-term technical
&ssistance and training to provide external support to the GOM's
privatization efforts, and to meet activity evalua~~on and audit
requirements.

=-

B. Disoussion
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-
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bud' I l.~ '\IId 1<H1 1,1141/' (1:1.), /l til f~ I~ 111rlHFl t, t' 1 f:l F,j (Ill), Imllk Illlj tllllt

rlWlIluo ('J), t<Hu'inm PII) lUll! OtllO( IlQrvlogg (lU),

Tho r.lnnnn 1111 noot:or r lqurt\fl promlnflntl V l'lnl011'.1 th~ t'l.rmrl t~n hq
J)dWltiu.uJ. 'I'tlil n.lno r 1IInno1nl inBtitut:Jons 0'\ th& a.t fto(]Dunt
tm: 13\ or fHHJloral vnluQ "dclod with mOnlil thnn 6,000 ollploy•• tf,&,

Amoncj t:hom nro tha two l/ugQnt oommorotal nnnka in HoroQo(), tho
nnnquo CnntrnJ 9 PopulalnJ (UCft) tlnd th. "AnquCl M"roo.-1no du
Cummure;~ 1';KLru: hJur CUMCE). 'fwa athQl' pnrQutotlll banka aro alao
on ttw pr Ivat.h:ation list, tho Uane..u. N,litionale pour 1.
DovQ}oppnmgnt F.oonomlquQ CONDE), whioh t. the atate indu.t.riG}
U(wo!opmunt bllnk, and the Cnu.11t Immobllhu" et lIotollor (CIII)
which io n govornmont bank opeoiallzin0 in finanoe for housing,
hotolu, and othor ronl ontnt~ dnvolopment. Thoir privntlzntion
will OV4m tho playing fiold Illnong oommQroinl banks and thoDG
opocinlizod finanoial inutitutlon~, putting nn and to tho
privilogod position thOfJO PUr/U:Jtlltlll orCjani:r.ationa hrul onJoyod
in compoting with commorcilll banks for doposit.o llnd lelldln~, to
clionto. 'l'wo InGur<.1l1co compan1t.l9, two oonGumur .. tinllflcO
oompanien, llnd the national invootmont holainq oompany oQ~pr1.8

tho remaining tlnanoiGl institutions to be privatized. ~~.

The 41 industrinl tirms to be privat1.zed contribute !.it oil'.' uector
valuo addod and ~mploy moro than 14,000 pQroono, 5,000 of whom
aro concontr<.1tod In tho augar Dub-soctor. In addition to tho ton
(luyar millo, important government holdings in industry that are
on the privatization Iht includo a vehicle llGsembll-· plant

~~~~~e;~:oolr"~~-CS~¥Buot::ri~~~l~~~t\\.,«,,?_
manufacturing (partial ownership of General Tire and Rubber ­
Company), II major cement plant accounting for roughly 8 fifth of

~~~~)~a~O~~~~~~s.I>,~~.~~P~~~~r~:~~c~'~~p;~~~~.~~~~:~:~~~~~t:·.. .,~w,·,,~~·
~~~~~~;~o~~i; Pudl':tl1~~~i~~~~iul~~:Cj~o::~~~t~~::d'a~~i~fY~-<'" "(,
holaings in machine and equipment manufacturing, and in the
textile and garment sub-sectors.

In addition, Elight porastatals engaged in petroleum product
distribution and storage, principally representing the prior
holdings of Shell, Mobil Oil, Total, and other privllte oil
companies, are to be privatized, The Government's national bus
line, compagnie de Transport au Maroc-Lignes Natlonales (CTM-LN)
is also on thE! privatization list. The thirty-seven hotel
properties to be privatized include a number of four and five
star hot:els.

-..

, ..

Parastatals important in agricul tural input and produce marketing
are included on the privatization list,,", Among ..tbUJL.n~~_~~_
Pertl.a, the qovelrnllent-owned fertilizer stc;raq.~ai1~,~

. company, SONACOS, the government cereal seed multiplication and
·/h."' ;<,'"•• ,,.d1.trJ.t.M&..1on oOJljpa...,.~ando-GOHAP~ 'p8re••Utll> 'lj II n.",".

in buying domestic oilseed production. Privatization of these 1

entities as well as the sugar mills '~ill SUbstantially advance
. Morocco's adjuBtJA,9n,t,.prog.r:_,.J.n.flg.r:J.cuJ.blr.....__....... ~P"I"" ••I11'" -,._...~

..,." r
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TIIl~ n,dPlpl I FH1~ 1.0 II~ I'll Vilt, Lr.wl t.Iu"mf;~ I VQR hnvf1 1.I\tf'lJ'~Rt,n ill
Ot!UlI' rl 1:1111-:11 (jOIlfHH(IIf'llll.ly, lH:ivnlJ1.nU,ulI wl11 l~HH.l to tha
dl.UHlf.jlVJoW1fll or U,O filtlltu trom nhout 210 ~mt.J;~H;,Ir;lQ", whioh J.".
Clqul vnl.lIlt to nhuHt 40\ ot th~ tot.,,} numlJor or f.;uf:(:lq,r1 ~I'W wI t.1I
olI ,.LQt~ IIwllJHshlp Qt~akg. h r.lomph.te J.J. .. t or th••nt;j,tl,.,.. tn bo
IlrLwaUl.tlll, t:he ~ovQrnm",nt ownAt'fJhlp .. tnko in lhlfu(. not capital,
"nd AIOI'I,oyllumt: lQv~ll« In to 1:.011 round 1n J\nlJ(~)( U.

'I'hl£,; Il1ltlal Ual.lnq or plillllli'Hl GUM pr·J.v/.ltlzatJont.' ..hI JrIf.1tlEHl
impnmRiv41. '['()(lothQr, th'-;U'9 QJltorprlsofJ aooount tOJ: nn ••tlml\tod
fit or Moroeoo'g ourront GOP. Aooordingly, It it i. Muoo•••tul,
this profJrnm Rtauulc1 lIavo glqnJ.r leanl: hOllO(Io!"l errlllotg on thg
MorOCClnn oconomy. lIowovor, It is nl~o ovldnnt thot many or ttalltUl
entorprigQN pons~AB tho potolltlal to nnUSQ significant ~aVorUQ

impno tu on tho nn t Jon' n gllV Irollllu~nt nn<l nn tuna 1 l:OROurO••,I.

'{'hili lilttor flt.ltOll\ent uhoultl not: bo lntorproted to moan that tho
Moroccan pr iVI.\to f10(l\:01~ lu noCmH~i\ri ly 100B nu.ponulvo to
onvlronmolltlll COIICOrr19 tl 1111 I tho public ralCtor, or. ~hl1t u,iliil
pUblio-la-privata sootor shirt in owncu;.hlp ~.tl1' r~.ult\\n·.
incronuod onvironmontal damago. Indoed, antioipat.d .ttlo1~noy

gains ronl1ZQd through tha tnHlufor ot ownership of thQs.
entorpriGorJ Bho'Jld nloo rOBuit in poaitivG onvironmental etraot••
Howevor, thoro in no qUllranLoo that this will, in fact, bo the
C<tI'Hil for nIl of tho vllr lous ontoJ~priSQS and secto1;'fJ undor
considoration for privatization.

i~~mf~~~a:i~~~n~''\m~:~~:rprseato pr·~"~
certain spocifics arising primarily from tho Moroooon context.
With regards to tho enterprises to be privatized, it 1s nClt b
difficult to appreciate,thllt ce~tnin9f th8se~.~!u"fe~,<...."

the potential to caug~ ~19nlric~nt ehvlronmen~~~;,$
sugar refinin9, steel, automobile, tire, .. ,anq....:.~qfi!. a.nd
equipment lIanutacturinQI o.ment:'produotion; w()M'~ctif)fi~
and procp.sainCJl petroleum product retinlnq,·'storaq. and
distribution; bus transportation; fertilizer stornge and.
distribution; etc. A general d1scussion of the types of
potential environmental impacts associated with·80St of these
activities, along with preliminary recommendations for
appropriate techniques for mitigating those impacts, ·i. available
in the World Bank pUhlication, Environmental Guid61ines (World
Bank, September 198B). This information becomes even more
significant When one considars that many of these enterprises
represent the sole or major source of their respectiveproduct(s)
or. services in Morocco and, therefore, are relatively large-scale
operations.'( "~~ .,..

The foremost country-specific concern in this areai~ the !ac~~ .
that Morocco currently pa".'8sses Iittlsoa,.no ·iI.9a"........Y·"~4ti
or other environmental institutional framework to provide
aclaquate over8i~l.clano.'''.''.l'-Oep••'''v.'''I''li,.'••'11 ilL. ~....
owners and managers. This shortcoming 1s exacerbated when one .
considers that some of the enterprises to be privatized have long
enjoyed a virtua,1._monop9.lry_,~n .119,;;g<;:po ,\I{~.i4 ..tU.Mi.""'.QIM\xa L_L. ....
spheres of. business operations; and, as a result, some
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I'll rmpf.11'1 IWI pI IVil\.n tH4l:1.01' lJWIHlIR f\llll /llIlllnl.'~U'R rIIl'ly 1m nt \"lllF~1

,\nILIII\ly nt f:lIImnwhllt: or" 111,:ndvnn.t'I\'J" 1n lH."UpOrly mnnAlJilllJ Iil'll
(,ftll"" t:"ohn lOAI ARI)fll(Jtf~ or t:hQtx nnw lnu'JinorH' ~(Jqulglt:.lorm.
'lhha 11'lt:t,~r point "~~mFl only r"l'Inonl'lbln .tn vtl;jW of thQ nornplm(
LI'H;IIIILW.\ 1. iUh.l ".l.nwLun". notUl"e ot m.-nv or t~. onterprllluJ. in
qUIo\Rt:Jon, oUI'0o.l,ally with y.olJt\l'<la to fIInvi:n;mmontnl oonoorn...

-...

,

RooolDmondations

'fhn pro(louAcl UW\ID not:1v1tV canglratg 1l1rclQly of progrAa tundJnq'
iUHdl";I"IlI:~~, tochnlcnl wH'viuos nud training. 'l'hu", an ,.rguJlu~nt

could Imrllil(lR ho l\t.tQmptCld Cor nn oXQrnption at this notivity tX,'om
J\"l;lllCY QtlVlnHlme;lntnl roviAw pr()o.dU~·.", How.ver, the "lcuJion
pl'Ar(Hr~ t.o v.low t.hig Illltlvity ng an im~ortant opportunity to
imbllu milJor pr Ivnto OJl(2 publio Deotor doaloion-mllkoro in MoX,'ooco
w1 til 11 holqhtEUlfHl nW,'U:en09A of nOll npprQolntlon for "ounc1
eTlV'lnmmontnl mnnnrJHmont policiQ9, prnoticgg nnd prooadurgo I

whllg l\d<ln~snlnq l\ vnrloty of potontially f,llqniflennt gourees of
f1l\V b:onmnnlil 1 <lorjrndt\t Ion thraucJhout Morocco. These are tho
"",M90IW for tho HI HI~ioll' n rocommendation tor n l'ur... 1tlvo
mwll:ollllllJIIli\l thnwhold duciuion ror thls activity.

c.

1. That
nctlvity
dm; J r; ion
J\(JOfH':y'S

tha Moroooo Privatization sOf,ltor A••i_tanoe
rocolvo i".l ponitive environmental threuho\l]
puruunnt to ~(Jotlon 21G.J(a)(2)(iH) of til(!

Environmoutn.l Procedures (22 CFR 216).

I.:"

=

*-
-=

;~qUl;~~t t~r ~afr:J.n<ft"'t~~U'~, ....._-
nature of thIs activity, the widely divors. qroup of
entorpriSo9 and sectoro encompllssed within this
privatization pt·ogram, and tho fact.thnt .attllQ_J;..i.Jl9..Q'",
completlon of the pro9ralllh'4X'j81i~fth'C9 Appr'ofr~M1Ir""":

(P1\/\D) for this activity insufficient i,nfo.rm~t.~q9,",i¥~J,~.}J~,;,
available as to Which entel'J)rl••• · "111be'tI't."\IlFJ.M'I6~~
h.I.D. activity assistance. This latter point result. from
the fact that US1\ID assistance will only be provided to
some of ent:cl.'pr ises on the GOM 1 S current privatization
list. Under such eircumstanCQ9, any attempt to oomplet& •
formal EA at the activity outset would prove to be II
meaningless effort. ' ,,,,,.,.',,

3. That, in lieu of a formal, up-tront f;A, the activity
design provide for sufficient funds to secure appropriate
short-term environmental assistance s8rv.t~fiJ,i<jrr6.0 work
closely with other long-term and short-terill t nan,cial,
legal and technical advi80ra as an integralp·~~the
enterprise appraisal and privatization process tor those
enterprises selected for USAIO •••1.t.~"llIt.r.
considered ·to be of priority environllarltal.' . '1C~;u
environmental inputs into the enterprise appraisa process

.. would., 1nolwk,· a••es.6.n9~..p •••"" ••:t•••_on.M".'J :
liabiUties of a given enterprise and recommending
appropriate interventions for mitigating those liabilities,
e.g., o~eratiol1al/en..~f9¥....~_~-1uw~- iMda.t15t"i m'M'
prevention measures, "gooCf11<)~rig~echnlues, e c.
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Will. l/a1H I II rnnllil I lUll, JIIOSPRI!f lv"1 .,. Iv,,'.'" jOll>,,fUI huy",,!>
WfllI!,1 .IIn mf\,h'l fI""'If:" or till''! poI.Pllt!n!, iAlIvlUHllllAfltAI liOR\.~

Atill hunrJb~ A'UlIO(JIAtClld ",lth II c.llvoo ontiAq1rh". (n,"
(JonRldnntl.lon .In UU;4lr. Antc'II"pr'lRA rinAwllm" nar.:l\;ruot.ul:lIIIJ
;lUJ. lli.lllo..ll.lUIII,JIlL d..... J1L..u.ilt.l,vlUii. J\II\~, j,u Ud.~ ..aUIlMl/

rocomnumdAd lwttvl ty cmvlronmont.. l lnl11Jt"-WOU)lcl usa ua"Af,l ••0

maximum nfr~at. 1~Q dnolQlon rAUftra nq whloh Qntorprl~Q~

would rlHJU lro ,*uoh QJlvlronmAnt."l l'UiI.!Fatano. woul(] pea /o1Jil.u]ft
by tll~ ~tl!~~lull EllvlrolllnAllt.nl orrlu&:lf, .111 oOrlsulll'lt.Joll wIth
cogn.1znnt N~nr BnAt UurAnu Atnrr no dAamClld n_C.8••ry.

,<~; .:' ..~J:.~: ~;:t'_ 1-'.

D.

I
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'l'ho Moro(J(.)o I'r:ivntlzl'ltlon fJQotor AR9iAtnnoo "otlvlty ",111 AUJlpua:"t
tho GOMl e flr"t major prlvntizntlon proqrnm. Current progrl'lm
plMW call for tho IIrivat1:l:ation or nomg .. 1~ onterprlEiAu OVAr th",
fU;JXt. four Y(JOfN. r r not Jnn Illl (Jfl(l propl"r ly, cortain of U,,:me
ontorprlr~efj pURsorU4 til", potfHltlaJ. to calHla rd.qnlf!.oE1tlt hal~m to
Morocco' 9 phynlcnl nnd IIntul:n 1 {!Jlvinmment. I-~l(amplou I.lwluch'l:
sug~r refinOl"loY; ut,QQ1, automot.lve and tir. lIlanufaoturinfll wood
pUlp ;);.'ocesuinq; petroloulD produot. retining, I' atoraq. and
distribution; CGmont produotion; bus tran.portation; and
fnrtiUzer etoraqs and distribution. In additiQn, MOX'OQOO

prQRontly domonatrntoR ,,0. Inndoquate Gill'nhllity to pnwlde
npproprinto environmontal institutionlll oversight lind guldnnG&:l
to prospoctive private soctor ownorg and manfJerA of thQse
entorpri9~D, Who may bo relntively InexporJenced in th~ propor
management of all.,.2.LY.!et8QbnJ.QAJ"...IIIZIRtS.2~f:.~~!.~tf~'"
and lonq-ohh(.un<1'1ftJ1JTl~lS~le8:~~ "
the MJlWifJn reoommends that this aotivity reo.ive • positive
environmental throohold deoision pursuant to section
216.J(a)(2)(iU) of 22 eFR 216,

As it will not bo possible to identify which enterpriG~s will be
selected tor USAID assistanoe at the aotivitty,;.;outo.t,{?l' a for•• ).
up-f~ont Environmental Assessment is not app~opriate for thia
activi ty. Rather, the Mission recommends that the necessary
Agency environmental assessment requirements be fulfilled during
the course of activity implem~ntation, as an int49ral part of the
overall enterprise apprais~l and privatization procesD/ for those
enterprises selected for USAID assistance which are jUdged to be
of priority environmental concern. In support of this
recornmen'.1atlon, the final activity design ",ill provide sufficient
funds t " ";qcure appropriate short-ter.m environmental assistance
serviCi,~t~ ';.u properly complete these environmental assessment
requiro,,\\.nts.

If implemented as recommended above, this activlty~wilr'proceed
in an environmentally sqund manner, consistent with all salient
Agenoy policies and r8gulations'·$f. '_"_~amlJJJti: '0": .. ' <'fi_

'~U.i J.I ill .Llfe1M q ..•
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1. SUMMARY: THE NEAR EAST DEVELOPMENT ADVISORY COMMITTEE "Vi· I",,, ' .~\t",

~~~~~kiA~:~=:OO~¥1i~ c s p 1 •••~...,.-
OF THE HOST COUNTRY PRIVATIZATION PROGRAM AND THE
OBJECTIVE BASIS FOR EVALUATING SECTOR ASSISTANCE IMPACT.
THE MISSION REPS PRESENTED THEIR VIEWS ON THE LIKELY PACE ~

"OF PRIVATIZATION 'IN MO~~AIID·~.""""'~OE··''''I\\:I'f\l'''''I'\,''''~.~_.''~'''''.''.<f.''''''f''''''·
THE PROPOSED POLICY-BASED DISBURSEMENTS. THERE WAS .
CONSEJfSUS ON THE IMPOIt'l'MlCB ANO.·,DE8IIA8JLI,.1Cr.,~!,-~"U.'~.J;~i',!i·· "j~'H;t.i'~~!;"'\:
GOM PRIVATIZATION EFFORTS. ACCORDINCLYi _ MISSIO.. IS' . "":""'.:
AUTHORIZED TO PROCEED WITH PAAD DESIGN AND INST~UCTED TO
REPORT TO AID/W ON RESOLUTION OF TECHNICAL AND
PROGRAMMATIC ISSUES IDENTIFIED DURING THE REVIEU.
DELEGATION OF AUTHORITY TO SIGN THE PMD"VItoL'BE; PROVIDED
UPON SATISFACTORY RESOLUTION OF ISSUES CITED BELOW: END
SUMMARY.

2. THE MOROCCO PRIVATIZATION SECTOR ASSISTANCE PAIP WAS
REVIEWED ON JANUARY 30, 1992 BY THE NEAR EAST DEVELOPMENT
ADVISORYXCOMMITTEE, CHAIRED BY DM/NE CHARLES F. WEDEN,f'~

PRESENT FOR TH REVIEW WAS MISSION DIRECTOR DENNIS
CHANDLER ALONG WI'l'H SEVERAt~;MISSION .STAFF• MISSION REPS .".\'e;;·

GAVE A COMPREHENSIVE PRES~TATION ON THE STATUS OF ~

PRIVATIZATION EFFOR'fS IN MOROCCO AND THEIR ASSESSMENT OF
"THE 'NEEDroR SEC'I'OR ASS:rSTANCEAT TAd TIME. "MISSION .;~i+·fl·r··MI••

ALSO GAVE A VERY INFORMATIVE PRESENTATION ON THE POSITIVE
'~';"""<1'''\"~,, .,""", ·.«'-~U:N~C~LA~S:-.II· ~A~I~DA~C~".~J~E~C!ST!A~T~E~4~8~5~5~4 ••~p.ii•••If~.

"'''l''''''·•• -M

~ .. ~.



- eCOIiOMIC HU'LICATIONS OF PRIVATIZATION, AS WELL AS THE
~POWERFUL SYNERGIES B~EEN PRIVATIZATION AND THE MISSION'S
'l.'SUPPORT FOR DEVELOPMEIrl' OF MOROCCO'8 , ..INANCIAL MARKETS •

.I! '/Inn: NEDAC FULLY CONCURRE, I IN THE DESIRABILITY OF
- ~'6UPPORTING PR.lVATLZATlor XNKOROCCO.,fi\YT ,tfQ'1'ED A NUMBER OF

'TECHNICAL AND PROGIWIII\' (C IYSUIS WHICH NIIO TO BE .'. "
RESOLVED IN ORDER TO MAXIMIZE Tilt; EFPECl'IVE?B3S OF THE
PROPOSED ASS ISTANCP. • THE ISSUES AND RECoMMENDATIONS ARE AS
FOLLOWS.

r

"""

,ijt',·

,'0.

3 • SECTOR ASSISTANCE RATIONALEa, ,TKB U?1118 THE ABILITY TO LEVERAGE
POLICY REFORM. GIVEH 'fRAT THE MOROCCANS ARE COMMITTED TO . , ,

-THE PRIVATIZATION OF 112 FIRMS AND THE INITIAL FRAMEWORK
?HAS BEEN SET

. IT WAS NOT CLEAR HOW THE PROPOSED ASSISTANCE
WOULD SIGNIFICANTLY £NHANCE AND/OR ACCELERATE THE PROCESS.

- THE MISSION REPS PROVIDED INSIGHTFUL BACKGROUND ON THE
_ POLITICAL AND ADMINISTRATIVE HURDLES THAT REMAIN;

NEVERTHELESS THE CRITICAL CONSTRAINTS NEED TO BE MORE
. ' ADEQUATELY SPECIFIED IN THE ..PMD'.r:i.!.!:T,Ill;~;~. P,PEARS TO BE TRUE .. ,.

, IN TERMS OF THE DOLLAR DIS8U~~I!:N'l·S.'Q'''L~ AS THE . Y<,;,\:i!:,';W"i'~,;" '. /,Iiil:' ,:YiA',"
PROPOSED USES OF GENERATED LOCAli""?U?RENCY~,iIN THE CASlhOr,!,~1~Ji'!flt:,~\(,,:' ;M: '

, THE LATTER, THE PROPOSED USES WERE VAG.tJ13LYDESCRIBED ANt)' '"
THERE WAS NO ESTIMATION OF THE AMOUNT 'OF LOCAL CURREHCY- ACTUALLY NEEDED TO ADDRESS THESE NEEDS. THE PAIP REFERS TO
AN ACCELERATION OF THE PRIVATIZATION PROCESS BUT THERE IS
NO BASELINE PRIVATIZATION SCENpIO. ,;JlENCft#".,~,'J' WOULD B1 .. ,'.

-.. DIFFICULT TO EVALUATE PROGRAM IMPACT, I.E. WITH ANI)' '''',',1",,,1 ;,.,",

t\ WITHOUT THE PROPOSE!) u ...~.~
PRIVATInTIONS COULD BE DEMON TM , •••••·,~~~i.. ,;;\il_
QUESTION AS TO THE IMPACT ON THE REST OF THE ECONOMY. FOR
EXAMPLE, HOW SIGNIFICANT IS THE IMPACT ON THE ECONOMY TO
PRIVATIZE,24 HOTELS? .,~Jt~""f.'.R1V.AT.~~,BUSINESSES IN
THE FINANCE SECTOR RAVE X" rtEtllflW' 1~"I'LES8DlI1>li""~.iIf<>"'" ",.\w....~....·,i,',..

~:~~~A~~E=~~=~~g..~~~~ ..~._,,:~~:~.;~~~~,;~~::>W~~.r....,:i~'1·')i;,
DEVELOPMENT. THE PAAD SHOULD't'CLEA'Rf,y"ARTrCULA'l'E TH~ . "',,;;' "'~'.,.

ECONOMIC R~TIONALE FOR THE PROPOSED SECTOR ASSISTANCE AND
IDENTIFY OBJECTIVE INDICATORS OF PROGRAM IMPACT.

4. POLICY MATRIX: NORMALLY," SECTOR ASSISTANCE REQUIRES 'A':';;"
POLICY MATRIX "mIca CLEARLY DEFINES 'ritE BENCHMARKS THAT
SERVE AS POSSIBLE TRIGGER PCINTS FOR POLICY-BASED
DISBURSEMENTS. ALTHOUGH THE PAIP IS A PRELIMINARY

• DOCUMENT, IT IS CLEAR FROM THE PROPOSED TRANCHING OF
DOLLAR DISBURSEMENTS THAT THE POLICY LEVERAGING STRATEGY
IS NOT FULLY DEVELOPED. DISBtJRSEMEN'l'S FOR ACTIONS ALREADY·.
COMPLETED OR PRIVATIZATIONS ACCOMPLISHED BY THE TIME THE
PAAD IS APPROVED AND FUNDS ARE OBLIGATED MAy"'ROT HAW<:'".:(;;:#{·\·~ll't~!'~~· . " ..
SUFFICIENT INCENTIVE IMPA?1 TO JU~TIFY FHE PROGRAM.
THEREFORE, WE STRONGLY URGE THE M*S.~ION TO DEVELOP A ,,',;~"'"''
POLICY STRATEGY WHICH DEFINES MEANINGFUL BENCHMARKS AND ,'~i~'I~-il1r4l'ii" "'~*",Wi .",

~ 1W(~,"IBi"I:l'J'HE It\CENTIV.LJ~~ ~CES.
'II,..·."., t~il_tJi6li'''?'i' '111 l..l..,.lJlltJIU.n.IIM.t"•••

UNCLAS AIDAC SECSTATE 48554 ' .
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)5. PRIVATIZATION FOCUS: THE IMPACT OF THE PROPOSED
:',;ASS I STANCE MIGHT BE ENHANCED BY FOCUSING ON THE MORE
:lmPORF'ANT AND/OR DxrncuLT PRIVATIZATIONS. IT HAY BE
,jlPOSS18LE TO INFLUENCE THE SCHEDULING "OF FIRMS TO 8E

PRIVATIZED AND ACCELERATE PRIVATIZATION 0' THOSE FIRMS
WHICH WILL HAVE THE HOST SIGNIFICANT IM?ACT ON THE

· UNCLAS SECTION 02 OF 02 STATE 048554

AIDAC
't.O. 12356: NIl.

TAGS:
SUBJECT: MOROCCO PRIVATIZATION SECTOR ASSISTANCE PAIP

· REVIEW

'.'./ '\.

-=-

ECONOMY. SINCE ONE THIRD OF THE PROPOSED 112 FIRMS ARE
HOTELS AND ONE HALF ARE RELATIVELY SHALL ENTERPRISES, THE
MISSION MIGHT WISH TO TARG~T RESOURCES MORE CAREFULLY.
MOREOVER, THE FIRST LIST OF EIGHT FIRMS IS PROBABLY THE
EASIEST TO PRIVATIZE AND PROGRAM RESOURCES HIGHT BE STAGED??
TO PROVIDE MORE ASSISTANCE WHEN IT?IS MOST NEIDED•.

'. THEREFORE, DISBURSEMENT TRANCHING MIGHT BE Ilf"sCENDING c'",

· AMOUNTS, SAY 4-6-10 IIILLION DOLLARS, CORRESPONDING TO
SEQUENTIAL LISTS OF FIRMS TO BE PRIVATIZED. THE RATIONALE
FOR EACH TRANCHE SHOULD BE CLEARLY PRESENTED WITH SOME
INDICATION OF BENEFITS ~':D COSTS. IN ADDITION, THE MISSION
ECONOMIST SHOULD ATTEMPT TO EVAWATE AND )QQ~~JFY TO THE
EXTENT POSSIBLE, THE SECONDARY AND TERTIARY IMPACTS OF' ";'1\\1:':.. , -

_:.·:~:~:~~TION8"T~~.....~~,··,··,~~·~tll"'t("'''~

6. LOCAL CURRENCY: THE ItfTENTION OF THE IIISSION IS TO -=
~~~~~Ep~~~~P~~~~~'·<'~f.~~~=i~:S~·T'~"'¥~~'~~'~'~~~'"II~~~"~~'
PRIVATIZATION. LOCAL CURRENCY USE THEREFORE WILL NEED TO .
BE CAREroLLY TRACUD BY TIm"MISSION. III~IIG 'nlEla/w"':· ·'I;;.(t'j~;\:'~''''~<\,.,'4L':irr;'.'.'.; .. ,.,
LOCAL CURRENCY MANAGEMENT PLAN, WE RECOMMEND "WEFUt. " j\~'!J~r' .
CONSIDERATION BE GIVEN TO MINIMIZING THE MISSION STAFF
INTENSITY YET ENSURING THAT THESE RESOURCES REPRESENT
TIMELY ADDITIONALITV TO THE MINISTRY CONCERNED. ALSO, THE
FINANCIAL SUSTAINABILITY OF?THE PRIVATIZATION"pROORAH'
SHOULD BE AN IMPORTANT CONSIDERATION. WE SUGGEST THE
?
MISSION ENTER INTO SERIOUS DIALOGUE WITH THE GOM ON THE
POSSIBILITY OF CAPITALIZING, POSSIBLY WITH PROGRAM LOCAL

CURRENCY RESOURCES, A PRIVATIZATION REVOLVING FUND TO.:r.'\~:M;"'\M

COVER FRONT-END TRANSACTION COST~,IN A TIMELY AND
EFFECTIVE MANNER. ANOTHER ALTERNATIVE "Is'colioITIONS' .' ',i,·..U,V;,I,'. ',';I:;\I,!f.~_I'''''' ,
PREC~DENT TO DISBURSEMENT FROM THE LOCAL CURRENCY FUND

.,LINKED DIRECTLY TO BUDGET LINE ITEM FUNDING IN.",'J.'~E NORMAl.. . ,.' ." .' ~. .
GOM BUDGETARY PROCESS. OBVIOUSLY, THE LATTER:'WOU~il;l;~~~.;,~,"~",.,

.~,~~STRATEO~ONAWTY OF RESOURCES.
" ~~4_M'~=LAS ~%~~.i1A\W~=:'~:~P.IJ7.!Iti"'.J.iiI .•....,...

• n." ."... " ••~,. ',' • ,lOIl'"......II..WIl~.."'.""',..tIItII'*"Il.'1 1"lll1II._IlIl".._..I IIIIlM1iIlllll'll ~__ __•••••••••~!III•.I.I.•.•.lIII ==•.•.•_ __:q ,.,....."_;I..,~.,...". , ..IIIIII~.I_"UIl __IIIIIIi!I!I -



•
,I,'. DOLLAR USES: THE MISSION PROPOSES TO UOE U. S. IMPORTS
~AND CORRESPONDING LETl'ERS OF CREDIT AND BILLS or LADING,,,, ,

_~FOR PURPOSES OF TRACKING DOLlAR USES. HOWEVER, ADDITIONAL
~~DOCU"ENTATION HAY BECOME ,NECESSARY TO, DEMONSTRATE U.s.

'. ORIGIN AS WELL A?\SOGRCE. 'POLICY IS "STILL;EVOLVINC'IN
,THIS AREA. THEREFORE WE RECOMMEND THAT THE RLA AND
HISSION CONTROLLER BIt ACTIVELY INVOLVED III THE DESIGN OF
TH~ MONITORING SYSTEK. WE WILL ADVISE THE MISSION OF ANY
ADDITIONAL DOCUMENTATION REQUIREMENTS CONCERNING ORIGIN

. TRACKINC. IN THE MEAftIME, FOR PURPOSES or DESIGNING THE
. PAAD THE RELEVANT GUIDANCE ON?3ECTOR SSISTAN?E DOLLAR

- TRACKWG REQUIREMENTS IS CONTAINED J:N REFTEL.

. , 8. COVENANTS: IT WAS AG,~EED THAT THE MISSION WOULD SEEK
AND OBTAIN COVENANTS CONCERNING (1) ANY REVERSAL OF

. PRIVATIZATION POLICY. I.E. NO MORE ~ARASTATALS ESTABLISHED
~ AND (2) ACTIVELY PROMOTE COMPETITIVE MARKET STRUCTURES,

IN~LUDING AVOIDANCE OF ANY INCREASES IN TARIFF PROTECTION.

" 9. TECHNICAL ASSISTANCE:' THEMISSION.tS URGED TO~NSIDER":'i('
-'. ALTERNATIVE AND PERHAPS MORE COST EFFE(,.'TIYS(MEAHS ,'or !~·:···,t(;,·

PROVIDING LONG TERM TECHNICAL ASSISTANCE TO THE MINISTRY
OF ECONOMIC AFFAIRS AND PRIVATIZATION. TH! BUREAU
CONTRACTING OFFICER WILL ASSIST THE MISSION IN EXPLORING
VARIOUS OPTIONS.

=

~ "I,! •.~ "~"

,·'j.I, .. ; .'i, ,

10. TRUST .·UND: IN LINE WITH CURRENT AGENCY AND BUREAU"" .. , ..,', J:IIV" .

'. GUIDANCE, T"&'PROPOS£I),;CREM.'IaIL~~~~,~,,_~
. OPf;RATIOtJALEXPENSE ftUST FUNO"71iILt: Hot"'B!""PAM""bF'~·>"""'"!""I'.'1fI'i;."'~~ ••I$~

PRfJGRAM ASSISTANCE. . ,.. ::~,:.'. '--

:.11. REPORTING: THE "ISSIOH IS .AUTHORI~ED 1'0 PROCEED WITH
DEVELOPMENT or. THE PAAD·ritt.'t.'i'VI!~Dl).!~StllC~~'bRCHN!~'MDhw",,~~1If'It4rr'11.'t~
PROGRAMMATIC ISSUES AND CONCERNS DISCUSSED DURING THE PAIP

). REVIEW. MOItEOVER; ft! IIISSIOW.\lfllf'lREQUES""lj,lfO;f~IQI~Jm,1j/\6:'·· -);\y i:;,;Nt"~"
THE ABOVE ISSUE!. n: A REPORTING CABLE A~'1'HE ';!RST ..... . >\:;~"i:'~t\:;:::,;" "',1'. ''';;!:
COMPLETE DRAFT OF 'nIE PAAD HAS BEEN PREPA.'lED. THl-:
REPORTING CABLE SHOULD INCLUDE (1) A POLICY MATRIX WHICH
INDICATES SEQUENTIAL IMPLEMENTATION STEPS IN THE
PRIVATIZATION PROCESS AND SPECIFIC BENCHMARJ<S WHICH WILL
TRIGGER CASH DISBURSEMENTS: (2) CLEAR ARTICULATION OF THE

VALUE-ADDED OF AID ASSISTANCE IN TERMS OF THE OVERALL
PRIVATIZATION PROCESS: (3) THE REASONING BEHIND THE
CONDITInNALITY AND COVENANTS TO BE NEGOTIATED WITH THE
GOM: (4) THE ECONOMIC IMPACT OF PRIVATIZATIONS ASSOCIATED,;W;r.~',\'lWi~';' ;NN~~
WITH OUR ASSISTANCE: AND (5) HOW THE PROCESS WILL BE
INSTITUTIONALIZED ?If 'rERMS'OF HUMAN ANt"";tNANCIAL . ·'!.~r,·,i~ ". . ,,~~l,';II~t'9<"'P" t.::\f~~.t
RESOURCES.

:.di'b. r6Li.owING CABLE RECEIPT ·AND:AriPROPRIATi:~~ULTAT"8i.~,~~~~
.~·Ql6I2iW, THE HISSIO~BE FORMALLY DELEGATED . ~
/~ ••_ ...,... "'........l/t""t..~~~.. I•••".n;"l·'t;••IW.l\~,~••!,..Jl.jj.'111_flynnl llfllb••
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1. SUMMARY: THE PROJECT REVIEW COHHITTEB (P~C:):,IIIT ON
WEDNESDAY, IfAY 20, 1992 TO REVIEW MISSION RESPONSE TO
ISSUES RAISlm AT THE JANUARY 30, 1992 PAIP REVIEW, CHAIRED
BY DM WEDEll. THERE WAS CONSENSUS THAT ISSUES WERE
ADEQUATELY J~DDRESSED, HOWEVER THE COHHITTBE DID MAKE SOME
RECOMKENDATJ~ONS WHICH ARE CITED BELOW. ACCORDItfGLY, AID/"

". DBLEGATBSI.AtJTHORITJ.,~...mLJIliS_,,1' ,.v.~J..t~""'''''~iIIIIiIIII
PAAD UPON NOTIFICA'1'IOM'~P~ , , : , I '~·"1~4•••~":;;el,~

'.
2. ECONOMIC ANALYSIS: THE ECONOMIC IMPACT ANALYSIS DID
NOT PROVIDE A COST/BENEFIT ANALYSIS OR A WITH OR WITHOUT

~~~KIN~~~NI~·,~~qMiift_~ ....~~,·,·'i>.w
WITH SPECIFIC PRIVATIZATIONS TO PERMIT EX FI.1ST EVALUATION -

~~N=I~~=~~t'~~I~:~~~,~,==~mllt'~~~~~~t'J~~'t;~,,", ,.'
ENSURE THAT TRANSACTION COSTS ARE ADEQUATELY BUDGETED OVER'
rHE IMPLEMENTATION PERIOD.

3. COVENANTS: THE REVIEW COHHITTBE CONCURRED.· W~TH THE

PROPOSED COVENANTS AND RECOMMENDED THAT ,THEY BE REVIEWED
AS PART OF THE MONITORING PROCESS PRIOR TO TRANCHE
RELEASE.

4. TECHNICAL ASSISTANCE/CONTRACTING ISSUE: AN ISSUE WAS
RAISED BY BUREAU CONTRACTING OFFICU,.FA/OP/B AS."'I:O THE .:.!,,,
APPROfRIATENESS OF A MISSION BUY-IN FOR LONG-TERN'TA. IT
WAS DECIDED IN THE REVIEW THAT THE CONTRACTING OFFICER. o' •

·,·t...,Jl,··

: <,f :',~"
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5. RESTRUCTURING OF FIRMS: AGAIN, THE PRC CAUTIONS THE
~ MISSION ABOUT THE COST-EPPBCTIVBNISS ,fOP' Ttla PROGRAM TO, ' . ;'

FUND RESTRUCTURING OF FIRMS PIUOR TO THEIR SALE. THE NEW
PRIVATE OWNERS ARE VERY LIULY TO RESTRUCTURE THE rIM
ANYWAY ·.UPON TAKING CONTROL BASED UPON THEIR P£RCEPI'ION or
MARKET OPPORTUNITIES. THEREFORE, GOM RESTRUCTURING SHOULD
BE LIMITED. TO PACKAGING ASSETS FOR SALE RAmER THAN
~[i~~;i,TO e::GANIZE THB ~~EMENT OR OtJERATIONS OF

BT .';//~t1.,?
'4275 ;.~., :~'; f

'. I or S ~ :;. 't';
:." ~., ~" .

WILL TAKE THE LEAD WITH THE MISSION ON THIS ISSUE AND WILL
rI\ PROVIDE GUIDANCE IN A SEPTEL.·5.1
oj
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fOR MINI, HI/PD, NB/MBNA, NB/DP, llOL
• • .',' ".". J, '.~,; " • .~ .~ ;:, Ii';'/ "

B.O. 123!S6: M/A";':"
SUBJECT: PRIVATIZATION SECTOR ASSiSTANCE

REF: STATE 48554

1. SUKMARY. ON JANUARY 30, 1992, THE NEAR EAST
DEVELOPMEH'l' ADVISORY COIIMIftII CHAIRED BY OM WEDIN
IIBT TO REVIEW TIlE MOROCCO PRIVATIZATION SBCl'OR
USIftlIfCI"·PAIP. .."~....~~~. . '. '.
APPROVED THE PAIP AND AUTHORIZED' 'GN~"~~i"''''''H'-'''''lI''
REQUESTED USAID/MORO<..~ TO CABLE ADDITIOMAL
INFORMATION RESPONDING TO ISSUES RAISED, ONCE A PAAD
HAD.BUII PREPARED. DURING THE THREE MONTHS WHICH HAVE
ElAPSED SINCE TH2 IfBAC....~i···U8A!D/IIQROCCDr,~,·_·""~,,..... ··,,:·,<.~~iT;;~II.~~,'1V t •••. , '

DOCUMENTED MORE COMPLETELY THE CONSTRAINTS IMPEDING .' , •. ' .

~A~~=T:,.=~g8WO:~1'=llll~~~",'":''' '···'*~c:.::;'$f
STRENGTHENING CONDITIONALI'l'Y, AND ENGAGED A SENIOR
MACROECONOMIST CONSULTAHT TO FURTHER EXAMINE THE
ECONOMIC IMPACTS OF PRIVATIZATION. THIS CABLE
SUMMARIZES THE USAID. ItB8JilOIISB 1'O.. ,ISSUES RAISED
REGARDING 'l'HE RATIONALE POR 8EC'I'OR ASSISTANCE,
DELINEATION OF A POLICY MATRIX. AND EVALUATION OF
ECONOMIC IMPACTS OF THE GOM'S PRIVATIZATION PROGRAM.
THE CONCLUSIONS or THIS SUPPLEMENTARY ANALYSIS
CONVINCINGLY SUPPORT MISSION VIEW THAT CONDITIONALITY
AND LOCAL CURRENCY GENERATED BY SECTOR ASSISTANCE WILL
BE ESSENTIAL '1'0 COMPLETING TIILRIUVATIZATION PROGRAM
BY PROVIDING INCENTIVES AND ltI!'otJRCES TO OVERCOME""',"'"
ENTRENCHED Bl1REfUCRATIC OPPOSI~ION AND TO GUARANTEE \f,"< ,. . . '"

~JUNCLAS AIDAC RABAT 04737 709
'~'''''''~'l\'i~;,_,*l,I~''~' J~; .,(i!,i.~\ ;~!.~\~~.'~~\~

.J

..I," " of '~ " .~, .••<)'.....

• _ ••- ... ~- ....•....·)/'ooo,o-_.1 '•• ~ .•-),.....

. -: ... .., ',' ," " ;..... ~";"""-.



UNCUS AIDAC RABAT 04737

-..
....

=-

...

TRANSPARENCY AND WIDESPREAD PUBLIC SHARE OWNERSHIP.
PRIVATIZATION WILL HAVB SIGNIFICANT MACROECONOMIC
IMPACT, BY INCRBASINClrrICllNCYANbOIMIHISHIHO
PUBLIC SECTOR BORROMINQ, THEREBY REDUCING CROWDING OUT
01' PRIVATI SIC'l'OIl IMVBSTKBNT. ' THi ADDIT~ONALANALYSIS
REQUIS'RD BY TUB BURlAU HAS, WI BILIIVI;8irRINGTilINID
TIll: ARGUK!N'l'S POR '1'HI8 PRQ"TBC'l'. fUR'l'IIBIUCOU.t IT IS

~~I='"::I:X=ID~D~~;THE
ASSISTANCE REQUESTED BY TIll GOII AND URGIDITLY
REITERATED THRBB WEDS AGO BY JaNISTBR IAHIDI TO POL,
KATHRYN IIORGAJI. MI88ION' WOULD LID AIDAIIIIMISTRA'l'OP.
ROSUNS TO PARTICIPATB IN INAUGURATION 0' PROGIWf
EARLY JULY WHEN HE 10 IN MOROCCO POR TIOBWA'l'IR
CONFERENCE. ON BASIS OF INFORMATION PROVIDED IN THIS
CABLE, MISSION REQUESTS DELEGATION OF AUTHORITY TO
APPROVE PAAD AND INITIAL ALLOTKENT or FUNDS. END
SUMMARY.

2. SUMMARY OF RESPONSES TO NRAC ISSUES

A. IMPLEMENTATION or MOROCCO'8PRIVATIZA'I'I~,:PROGIWI.,'·;·
IS CONSTRAIHlD BY CONTINUID OPPOSITION FROM .·.POLITICAL
PARTIES, UNIONS, MINISTRIES, CIVIl,· SERVANTS' 'IbSING
THEIR POSITIONS or AUTHORITY OVER THBSJ STATI OWNBD
ENTERPRISIS, MANAGERS OF PRIVATIZABLE ENTERPRISBS, AND
GEtJERilL BUREAUCRATIC INERTIA. IN ADDITION, MEETING
IMP BUDGETARY TARGETS WILL REQUIRE S'ntINGENT
EXPENDITURE CONTROIB WHICH WILL ADVERSBLY AFFECT THE
PRIVATIZATION IMPLEMENTING MINISTRY FROM SBCURING
ADEQUATB IUIIDUG.,J'Q CAR&.'(,.IOUJ....DI...~BSPIiAW:Y . ..-...lnl .lIliiIttIrll_' -
FOR -SUCH 8IRV%CES'AS QOAt!"'"~MJ~''''' , ll';\'\~"'lI'I'UI'l!-".i1J4'lf/il:>J4*_~~·~'·
INVESTIIBN'l' IWflCING, MID PUBLICITY SERVICIS. WITHOUT
SECTOR ASSISTANCE, IMPLEMENTATION WOULD ONLY LIMP
FORWARD WITH NO ASSURANCE 'l'IIAT THE ENTIRE PROGRAM

~~ ~~"=p="~UirNG"~'" "~'''';'·''''.~lI~·' ...... ,~,••.;.,
A SEVERE ADVERSE REACTION TOCOHTlHUI"G PRI\'ATIZATION; f!
AND OPPOR'ftJIIITIIS 'l'O PRCIIO!I~1DOAD ~;\:__H1P OF,,.,·,
COMPANIES WOULD LIDLY DB FOREGONE. ,DURnlOo-UCENT
VISIT BY DIRECTOR OF POLICY ICATHERINB t10RGAN TO
MOROCCO, PRIVATIZATION MINISTER ZAHIDI OUTLINED FOR
MS. MORGAN THE IMPORTANCE OF THE PRIVATIZATION PROGRAM
IN CARRYING PORWARD MOROCCO'S OVERALL ECONOMIC
LIBERALIZATION AND STRONGLY URGED AID TO SUPPORT THE
IMPLEMENTATION OF MOROCCO'S PRIVATIZATION PROGRAM•

B. THE VAWI ADDBD PROM SECTOR ASSISTANCE WILL
INCWDE (A) AN ACCELERATED AND SUSTAINABLE
PRIVATIZATION PROGRAM, WHICH OVERCOMES BUREAUCRA
TIC """~:,. c,''':' "..,!'tiJ,>:":,

AND OTHER OBSTACLES BY VIRTUE OF THE INCENTIVES AND
PROGRAM, (8) IMPROVEq TRANSPARENCY IN~1'JAIf8ACTIONS ..~tolI.......""u.",,,...,,,. ""i;l~~.
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RESULTING FROM THE SU!»POR'l' OF A MAJOR EXTERNAL DONOR
. AND T.HE BUDGETARY RESOURCIS HADE AVAILABLE FOR
~ PUBLICITY AND EDUCATION CAllPAIGN@, (C) IIORI WIDESPREAD

,N. ' SHARB OQBR8HIP WITH RELA'l'BD BENErITS rOR STOCK MARKET
DEVELOPKENT! AND (D) IIlISTITUTIONALIZATION or TH!
PRIVATIIATIoN PROCBlJ8 VlTHlll'l'Ha QOII AIID' ftIYA'fB
SECTOR WITH COKPLftlON OF 'l'III CURRBNT PROGIWI AND
PROPOSITION or A h1I PlUVA'l'lIATION PROGIWI.

, ,',"'

••J ••.• '.

C. DISCUSSIONS WITH THE PRIVA~IZATION MINISTRY SINCB
AID'" APPROVAL or THB PAlP HAVI RlSULTED 1M AGRBEIIBMT
TO TOUGHD COIfDITIOMALlft lfllD '1'0 IIIPLBMDITATIOIi or
UNCUS SECTION 02 or 12 RABAT 004737 ' .

AIDAC

FOR AA/NB, NE/PD, NE/IIENA, lfE/b~, POL

- E.O. 12356: N/A .
SUBJECT: PRIVATIZATION SECTOR ASSISTANCE

THB BH'l'IRB PROGIWC AND IKPHASIZING TIIOSI ' , ;" ,
PRIVATIlATIONS WHICH WILL RAW QRBA'l'BS'l' 'ICOMOHIC
IMPACT. A PULL POLICY MATRIX HAS BID DIVILOPED
SETTING A SERIES or VERIrIABLB BlNCHIIARIS POR RELEASE
or SBCTOR ASSISTANCE TRANCRIS. CONDI'l'IONALI'l'Y HAS
BED LINDD TO A DEMONSTRATION THAT THE PRIVATIZATION
PROGRAM IS WELL UNDERWAY AND WILL CONTIHUB, REQUIRING
BY THE THIRD TRANCHE DISBURSEMENT Tlll\T THE PROCESS HAS
BEGUN FOR FORTY PERCENT or ILlGIBLB FIIUIS•., OTHER
CONDITIONS PRECEDENT RBLATB TO DESIGN AND COHPLB'l'ION

~~S~I~:===~ITO ••~~, ,~tjl">.!I.lilj,,~·;r""I'!llr..l:l\'iM
OFFERS AND ENAC'l'MENT OF MEASURES '1'0 BROADIH SHARI
OWNERSHIP.

o. TO ASSBSS TIll ICOIIOll!e···DlPAer,>OP."'IIOROOCO'....~~.....~..;"'*',,"'~"/o~rI.,.,,~ t." ,e

PRIVATIZATION PROGRAM, USAID/MOROCCO ENGAGED THE " '. ,- ,
SBRVICBS OF A SENIoa,JIACROIQOJIOIIIST."l"PRICI~ ," ......\btll. '
WATERHOUSE'S DAVID DIORIO)' WIft IXPauIMCI:;~.\H'!,:,:~~~t·;r):~1 ,.'I:t~."'C!'"'':''':'''''
PRIVATIZATION PROGRAMS AROUND THE WORLD. HIS REPORT
UNDERLINES THE IMPORTANCE or MOROCCO'S PRIVATIZATION
PROGRAM IN REDRESSING THE BALANCE BETWEEN THE PRIVATE
AND PUBLIC SECTOR AND IN REDUCING PUBLIC SECTOR , ,
BORROWING REQUIREMENTS AND HENCE RELlASIMG' SAVIIIGS, POR'
PRIVATE SECTOR INVESTMEIIT. THROUGH THE PRIVATIZATION
OF GOM HOLDIIIG COMPANIES AND KAJOR FIRMS HAVING '.
INTERESTS IN OTHER STATE OWNED ENTERPRISES, COMPLETION
OF THE PRIVATIZATION PROGRAJI OJ' 112 FIRMS IS LIKELY TO
RESULT IN AS MANY AS 300 SECONDARY PRIVATIZATIONS.
PRIVATIZATION WILL HAVE SIGNIFICANT ECONOMIC IMPACTS
IN MOST SECTORS OF THE ECONOMY. ""

<'•• " .....,J;..~' ..... : "'f...1o~p: ~'''':':i~'~~''~~
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3. EXPANDED RESPONSE TO NEAC ISSUES
PRIVATIZATION SECTOP. ASSISTANCE HAS B~EN DESIGNED TO
HELP OVERCOME MAJOR CRITICAL CONSTRAINTS TO THE

" 1HPLEHENTATION OF MOROCCO'S PRIVATIZATION PROGRAM.
THESE CRITICAL CONSTRAINTS INCLUDE (A) EXPECTED
CONTINUED OPPOSITION to !III PRIVA1'IU'ION PROGIWC
DURING IMPLEMENTATION ORIGINATING noM A tn_BER or
SOURCES AND .(B) lACK or COVIRHIIIHT BUDGftARY RESOURCES
1'0 CARRY OUT IKPLEMEHTA'I'ION.·· WOJtIb-wtDI .DPlRIIIICI IN
PRIVATIZATION TO DATI CLEARLY DBHOIISTRA'1'IS THAT
PRIVATIZATION PROCIWIS ARB 1lUc:H IIORB DI"ICULT AND
TAD A IlUCH LONGI,R TIIII 'I'IWIII U8UAt.LY,AII'l'ICIPA'I'ID.
DESPITE 'i'HE LAUHC'HING or PRIVATIZATION PROGIWCS IN
MANY or THESE COUNTRIIS, '1'R ACTUAL ·IIUHBER 0'
PRIVATIZATIONS HAS BBEN IIODIST, AND DBVBLOPING
COUNTRIES HAVE BY AND LARGE roUND IHPLEMINTATION OF
PRIVATIZATION TO BE A SUM AlfD DIrPICULT PR:K:ESS,
ENCOUNTERING SUBSTANTIAL OPPOSITION. PRIVATIZATION
SECTOR ASSISTANCE WILL APPLY SOME OF THE LESSONS
LEARNEQ FROM THESE EXPERIENCES.

-:.
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IN ADDITION TO RESIS,-ANCE BV,OPPOSITION'POLITICAL
PARTIES, IMPLEMENTATION OF THE PRIVATIZATION PROGRAM
FACES OBSTACLES FROM THBtGOVERNMEHT BURBAU,~~, ;l\~i.",i.t~;:'; -,-- , ;,

UNCIAS AIDAC \ RABAT 04737 .....

""aj....wJ(.~il~:'~\~~;.: ..«*.i~". 'ii:~_~i:lJ.~_.

A. OPPOSITION TO PRIVA7:1~~~fQH,~~A~IP~t.,

MOROCCO HAS THUS FAR SUCCEBDBD IlC BSTABLISHING TIll
UlGAL AND INSTITUTIONAL PIWIEWORR FOR A VERY MAJOR
rRIV~'lIZATION PROGIWI POR 112 STATE OWHD BHTDPRISBS.
IN ESTABLISHING THIS PROGIWI, CONSIDEaABLE OPPOSITION
HAD TO BE OVERCOME, AND, IN IMPLEMENTATION, OPPONENTS
WILL TRY TO DELAY AND RENDER UNSUCCESSFUL THE ':
PRIVATIZATION PROCIWI. ftII- 8TRINGTJIOP,lft1l PARTIES .. .

- ~~~I_~~c~~~~~~
THE LAM 'WI ORIGINALLY PRO SED 8Y '1'RI ' .. II AN '" . .'." . "::'~""::

ADDRESS TO PARLIAMEHT, BU'I','OBSPlftHI8 SUPPORT,
PARLIAMENT OVERRODE THE PROPOSAL FOR A VERY BROAD
PRIVATIZATION PROCIWI EN~A...C;SING ALL STATE OWNED .
~ERPRISBS SAVE A SIlOM'·~\un~'8H"."10IIaIr.l'k1JlIl<.'IliI""''''_·tlj..~··,.". -, , ". H'-,: '.
ENTE~"tSES. INSTEAD, PARL ':.'_.'.',

5=1~:I~:~:~~~iD···TO'·:1i'it''DBuc:alt!LISJrOF rl'~:·"'I;';~~~.":' ;T"~"~:' ~ •

112 STATE OWNED ENTERPRISES TO BE PRIVATIZED. THE . -- -
[NDEPENDENCE PARTY, THE SOCIALIST UNION OF POPUlAR
FORCES, ANO THE PARTY OF PROGRESS AND SOCIALISM ALL
TOOIC. :~IT'IONS FAVORING RETENTION or A STRONG STATE _.' ... '
OWNED :EHTEltPRISE SECTOR AND AGAINST PRIVATIZATION. '
,olITH- NEARLY FORTY PERCENT OF PARLIAMENT'S SEATS, THESE
PARTIES ,WU~LDED CONSIDERABLE INFLUENCE OVER THE DESIGN
OF THE PR.';VATIZATION lAW AND WILL CONTINUE TO DO SO
BEEN ANNOUNCED FOR THIS FALL.

~ ,



UNIONS, ANO ENTERPRISES TO BE PRIVATURI) . tlEMSELVES.
FOR EA.\"'.:"'L¥, A LARGE NUMBER 0' THE ~!2 /.'l'l're T"1S TO BE
PRIVATIZID ARE WHOLLY OR PARTLY OWNlu f.. Sl~.

GOVItRHMIHT HOLOING OR INVESTMENT ORGANIZATIONS. 'OR
THESE GOVERNKENT HOLDING ORGANIZATIONS, DIVES1'ITURI
"ILL REOOCI TIll TOTAL INVIB'l'IIIW'T 'CAPITAL THJ:V CONTROL,
SINCE TIm PROCEEDS OP PRIVATI';I.'fION ARB TO .a:.ow TO 'rill
UNCLAS SBCTION 03 or 13 RA~~ 004737

AIDAC

POR AA/NB, til/po, NI/MINA, HI/lOP, POL

1.0. 123'6: N/A
SUBJECT: PRIVATIZATION SECTOR ASSISTANCE
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GOVERNMENT'S GENERAL INVESTHENT BUDGET ANi) NOT T() BE
DEDICATED FOR RE-USB laY THE SEL',;,ING ORGANI:ATION"
THESE HOLDING ORGANIZATIONS WII L SUBSEQUENTLY HAVE
SMALLER INVESTMENT PORTFOLIOS 1lifO 1. MUCH REDUCED NEED
FOR STAPr. THEY WILL THUS BE :"IKELY TO RESIST
EXPBDITIOUS IMPLBHBNTATIOH or PRlVATIZATIONS. AFFECTING
THEIR INVlSTIIINT HOLDIHGa. ,:'; ,\',:.:'f\·· /";1.

, , . '. . ;·,·,'i;·",;I,(Ii!~·,

OTHER BNT!RPRISES TO 88 PRIVATIZED ARB SUPDVISED BY
THE GOVERNMENT IIINISTRIIS IftIICH CRBATBD' 'nIBIl' Oil tIIlICH
VIEW THEM AS PART or THEIR APPARATUS FOR COIITROLLING
AND DEVELOPING A PARTICULAR BCONOMIC SECTOR. TO
ILLUSTRATE, SONACOS IS PERCEIVED AS THE IMPLEMENTING
ORGAN OF THE MINISTRY or AORICUL'l'URB POa· ASSURING
~CTION AND DIs_IiION OF IMPROVED CEREAL SEED.

POPULAIRE~~eo:.TtJB9ILA-=J_w,.,~\,~~,,_...-
£XTBlUEUR, ARE MAJORITY GOVIIUfHBIIT OWNBD AND CAN 8E
RELIED UPON BY THE MINISTRY OF FINAlfCE TO BUY MORE
GO'VERNMENT DEBT OR '1'0 PROVIDB SPECIAL FINANCING
PACILITIES POR 'l'HE'J.'R!ASUItY;'·IP"~~1J";'·" ""'·'."'~,Nt"IIW~,'t/l< ....,.t~<;-.
CONSEQUENCE, THE FINANCE MINISTRY, WHILE FAVORING
FINANCIAL IIARD'1' LlBIRALIZA"JOII,~~"~""",, .
SUBSTAM'1'IAL SELF-IN'l'IRBST Art STulPIW'IIAXftAINlIlG' THE' .'~~,¥r\;;,', .. '. ,
STATUS QUO SO THAT TREASURY FINANCING DIFFICULTIES ARE
HOT COMPOUNDED. IN SUM, SPONSORING MINISTRIES ARE
NATURALLY RELUCTANT '1'0 SURRENDER CONTROL OVER THEIR
AFFILIATES AND THUS DlIWIISH THEIR DIRBCT. IlEANS OF
INFLUENCING DEVELOPMENT WITHIN A SECTOR.' .

CIVIL SERVANTS ALSO PERSONALLY STAND TO LOSE
CONSIDERABLY BY PRIVATIZATION AS THEY FREQUENTLY SERVE
ON BOARDS OF DlREC'l'ORS OF STATE OWNED ENTERPRISES, FOR
WHICH THEY RECEIVE SPECIAL ADDITIONAL COMPENSATION.
IN ADDITION, SOME MINISTRY £mIIDYEES KAYE BEEN
RISI( THAT THEY MAY LOSE THEIR JOBS WITH PRIVATIZATION.
THEY THUS HAVE A VERY IH'l'RENCHED VESTED INTEREST ,IN

UNCIAS AI~AC RABAT 04737·;...... I '.:>'
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THE WORKFORCE IN HOB't LAF.Glb~ ;'OIUCAL B1.';''''l'')~ INDUSTRIAL
ENTERPRISES IS UNIONIZED! AND THIS TEtmS TO "'?l: EVI'N
MORE THE CASE AKONG THe s'l'A'tE OWNED INDUSTil',,'L

:~::aPR~:~g;,cr~~~QAHttY;=i~~~ ~~. or
INCRBASE IN WAGES UMIO". IN STAB otnfID aN'l'4PRI'.
HAVE BID STRONGLY OPI?08IJ) '10 PRIVATIIATION. tJ111OM.
WILL LIKELY CALL FOR STRID!! MD DEMONSTRATIONS BY'
WRJ<ER8 IN PIRMS TO BI PRIVATIZED IN ORDIR TO DE'D OR
POSTPONE INDEFINITELY PLAJlf8 I'OR PRIVATIIINO PARTICULAR
STATZ OWNED BNTIRPRI81S.

THE MANAGI:MEHT OF THE IH'J'ITIER TO BE PRIVATIZED WILL
IN MANY CASES ALSO RAISE BARRIERS TO DIVESTITURE. FOR
MANY, PRIVATIZATION WILL BRING MAJOR CHANGES IN TilE
CONDITIONS UNDER WHICH THEY OPBRATE, AND MANAGEMENT
WOULD PREFER THE moWN STATUS QUO. TOP MANAGEMENT
JOBS ARE PARTICULARLY THREAT2NED BY PRIVATIZATIOlf AS
PRIVATE OWNERS ARE LIKELY TO BRING IN NEW MANAGEMENT
TBANS. WHEN PRIVATIZIDt ••GOVBlUmBNT OWNBD COMMERCIAL
IWfI{S SUCH AS '1'HB BKCI AltO BeP WILL NO EDHOIR 81 ULB
TO COUNT ON TIll AUTOIfA'tIC BtJ8INI8S or OTHER ST ',' ':'
AU
OWMBD ENTERPRISES SUCH AS THE PHOSPHAU COMPANY BUT
MILL HAVE TO COMPETE FOR THEIR DEPOSU'S AND LENDING
BUSINESS WITH OTHER AGGRESSIVE PRIVATE BANU.
RELATIONSHIPS WITH MINISTRIES UPON WHOM STATE OWNED
ENnRPRISES HAY HAW DEPIHDBD l'OR HIGH LBVILS or "" '.
PROTECTION AGAINST IMPORTS OR COMPETING FIRMS WILL BE
Las CLOSE, AND .......I'I"••'~"• ..tCI8aMJW..~~~~I, OO+'lt'~-""'lI i(~' .LONGER BE ABLE TO COUNT ON PAVOMBU'T!IlIA'l'II!ttr B~' . :: .. \,'."'Il"":l"'""'",,..,..,...."'''l ~",,"

VIRTUE OF THEIR AFFILIATION WITH SUCH MINISTRIES.

B. INADEQUATE BUDGETARY RESOURCES
~.'" ,',' .... 11•.~"~.~~~~~•." .••• ,". ~~l"'~~ ..,·i',~,/o."'~:t4o-i....~f~""";a<.,Jfft1l\~t~f"tf.r",,,.,'W:,~'\);"tJ~ __I~X~ ,~~""...,,"~.,..,,\ ... ,. ,',",

WHILE MOROCCO HAS MADE SUBSTANTIAL PROGRESS IN
GOVIRNMEN'l' BUDGET ItlDUCTION~:ATq..;CUR'fAIIMEN~ III ,
EXPmJDITURI GROWTH WILL BB 'IRED 'OVIR '1'RB lInT FEW',i),,·,'
YEARS. IN LIGHT OF PROJECTBD FURTHER BUDGET
TIGHTENING, THE MINISTRY or ECONOMIC A'FAIRS AND
PRIVATIZATION (HEAP) WILL LIKELY NOT RECEIVE THE LEVEL
OF RESOURCES NEEDED TO FULLY IMPLEHENT THE
PRIVATIZATION PROGRAM. IN 1990 AND 1991 THE BUDGET
DEFICIT FELL TO SOKE 3 PERCENT OF GDP, BUT, UNDER THE
AT 0.8 PEF.CENT IN 1992 AND THE BUDGET IS TO BE
BALANCED I'N 1993. WHILE TAX REFORM HAS INTRODUCED
GREATER EL\STtCITY '1'0 GOVERNMENT REVENUES, THE GREAT
SRUNT OF DEFICIT REDUCTION HAS RESULTED FROM
CURTAILMENT IN THE GROWTH OF GOVERNMENT EXPENDITURES.
OVER A DECADE EXPENDITURES WERE REDUCED FROM 38

PERCENT TO 28 PERCU:N:::DP. .:~~~;;;:~';~~;'!4~, T~_k

',., ,.~ ··ilf'J!r.',..!:.•.",~~nn/·" ,~ii'tI~""',d~"
'I~Ai'T "~~J~"!'J;:
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DEFICIT REDUCTION TARGETS It! THE CUiU'EHT IMF STAND-BY
IMPLIES FURTHER CURTAILMENT IN EXPENDITURES TO A LEVEL
UNCLA8 SECTION O. or 13 RABAT 00.737

AIDAC

FOR AA/ME, MI/PD, HI/KINA, tll/DP, taL

B.O. 12356: MIA
SUBJECT: PRIVATIZATION SECTOR ASSISTANCE

0' 26 P£RCEN'l' 0' GOP IN 1992 AND 2' PlRCIN'I' III 1993.

AS A REStiLT 0' 'nIBSE III' TARGI'1'S, BUDGET REQUISTS "ILL
BE EVEN MORE CLOSI!:LY SCRUTINIZED IN THE NEXT SEVERAL
YEARS AND ALLO'1'IC!NTS DOLED OUT SPARINGLY. THE HEAP'S
BUDGET FOR PRIVATIZATION IS NEW AND REQUIRES BUDGET
AUTHORITY FOR SERVICES ONLY RARELY ALLOWED BY THE
GOVERNKtN'l' OF MOROCCO, VIZ. CONSULTING, PINANCIAL
ACCOUNTING, APPRAISAL, EVAWATION, PROMOTIONAL AND
PUBLICITY SERVICES, AND WHICH WILL THUS UNDERGO ClDSE

g~~~~~~~~.TOT:=G:A.dT=&~ ;~itf;'!~:1IAS
PRIVATIZATIONS ir'ROK OTHBR RBYBNUIS AND· 'KM iN FACT
PROGRAIOIED ESTIMATID RlVENUU I'ROM PRXVATIZATIONS IN
ITS INVESTllENT BUDGETS. '1'HI MIAP COHPftIS roR AND
RECEIVES BUDGET ALLOCATIONS AS DOBS ANY 0THBIt
MINISTRY. GIVEN THE BUDGET STRINGENCIES REQUIRED
UNDER THE ADJUSTMENT PROGRAM AND COMP~ING DEMANDS
FROM OTHER PUBLIC SECTOR PROGMIII,'''''I';IIBAP IlAY ··NOl""~l+'
HAVE SUFFICIENT RESOURCES TO IMPLEMENT PRIVATIZATION
IN '1'HE OPl'IKAL "A8I1101f,~ . ... '
EVAWATIONS, AUDITS AND RESTRUCTURI AND' TO
CERTAIN OTHER IMPORTANT ACTIVITIES, SUCH AS PUBLICITY
AND MEASURES TO PROMOTE SHARE OWNERSHIP, WHICH WOULD
IMPROVE THE OVERALL PROCESS AND RESULTS or
?RIVATIZATION. OTHER D01IOR~.SRW_~MI\ioti"'''''.~~.'~'''''~''''''''~'''''''''''
FOCUSSED ON THE FOREIGN EXCHANGE COSTS OF AUDITS AND
~~~ONS AND HAS lOT CIlllRALLY.~ft.~~ .' '"

• .-,i. '~'."~ •:". ~, .

\LBO DAMAGING IS THE FREQUENT PRACTICE OF MUCH DELAYED
PAYMENT FOR EXTERNAL SERVICES. QUALITY MOROCCAN
CONSULTING, ACCOUNTING, PUBLICITY r PRIMTINGf AND OTHER
FIRMS WILL BE REWCTANT TO TAD ON PRIVATIZATION
BUSINESS FOR THE MINISTRY FOR FEAR THAT THEY WILL NOT
BE PAID IN A REASONABLE TIME FRAME. DIFFICULTY IN
SECURING THE BEST QUALIFIED MOROCCAN TALENT AVAILABLE.
MAY IN TURN MEAN THE MINISTRY WILL HAVE TO RELY ON
BEGINNING AND IMPLEMENTING THE PRIVATIZATION RAPIDLY
AND WELL.

.,

('

. t

,
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WITHOUT SECTOR ASSISTANCE, IMPLEMENTATION WOULD ONLY
LIMP PORWARD WITH NO AS8VRANCI THAT THB BNTIRE PROGRAM
WOULD BI IHPLEMENTIDI TMZRE WOULD BE SUBSTANTIAL .
JEOPARDY or LESS THAN TRANBPARtNT 1'RANSAC'l'IONS CAUSING
A SEV&Q ADWRSI UA,Cl'lotf 'rO COM1'INUIMG PkI\'ATlIA'l'10N,
AND OPPORTUNXTIIS '1'0 PIOICOTI BROAD PUBLIC OWNIRSHIP or
COMPAJlIIS WOULD LIDLY II roUGONI. UIAID SBCTOR "
ASSISTANCE "IU, SUSTAIN THB COIOIINCIIIDIT or TIIB
PRIVATIZATION PROGRAM BY ALLIVIATIKG THE EXPECTED LACK
OF BUDGETARY RlSOURCIS, IY ASSURING TRANSPARENCY, AND
BY PROVIDING TABGI8L1 IYIDDCI or SUBSTANTIAL KXTBRNAL
INTEREST IN 8111NG PRI
VATIZATIO~;' SUCCEED. THI
PUBLICITY. GIVEN TO PIlESIDIN'l' BUSH'S REFERENCES TO
PRIVATIZATION DURING THI KI~~'8 RECENT V1SIT TO THE
U.S. ABD 1,'11£ USE TO WHICH THBSI WBRI PUT BY THE KBAP
IN PROMOTING PRIVATIZATION DEMONSTRATE THAT THIS ~IND
0," EXTERNAL ENCOURAGEMENT IS EXflREHELY HELPFUL.
FURTHER, AS A LONG-~IME RECIPIENT or WORLD BANK
STRUCTURAL ADJUSTMENT tENOING, MOROCCAN MINISTRIES ARE
ACCUSTOKBO TO CONOITIONALlTY AND MAKING EFFECTIVI USE
0,. COIDIIT11BNT8 TO IXftlUfAJ.,'OONORS 'l'OACdIE'VI HIIOBD,
PROGRESS IN POLICY RlPORK. I ' '."lli . ,,'.

THE GOVERNMEl-JT lIAS HIH tlJREQUIVoc:AL'THAT TillS IS JUST
TMi; rIRST ~8E or PRIVATIZATION. OTHER STATE-OWHBD
ENTERPRISES NOT ON THE FIRST LIST OF 112 ARE CURRENTLY
BEING RE-STRUCTURED AS A PREWDE TO PRIVATIZATION, AND
OTHERS ARE BHING MERGID OR ''''LIQUlDATII)''\~~ ,HOWEVER, TUB
GOVERNMENT HAS ALSO BBEN CJ.EA,R III S'l'ATING THAT WHITHER _
PU'I'UItB'PRIVA'l'IOT:<*1J8 . ,~".....~:~
EXTENT ON THE RESULTS'or'~' ATI&r'''~I'['''')i.,.,~","""......""""""'"III'IlIIIWIJri'IIJ!_
PROGRAM•

IN THE· FACE OF CONSIDERABLE OPPOSITION THE GOVERNMEN~

HAS PUBLICLY !MBRAeaD"i4JIIB' '.AY'JOr''''AT.-GWIII.~'~A'''''''""",,~
ENTERPRISES AND ECONOMIC LIBERALIZATION ~~D MADE
PRIVAU SECTOR DEVlLO~;,,~, .CORlfPBTON" .OF ITS ",1_,
ECONOMIC 1.ND SOCIAL ·POt:ICY ~" VSAID 18 1trl'lIlATlLY 'I"'"';
ASSOCIATED WITH THESE POLICIES, AND THE MIssr~~1 ABD US
GOVERNMENT ARE WELL-KNOWN ~OUGHOUT TlfE COUNTRY AS
MAJOR PROPON~NTS OF THE PRIVATIZATION LAW AND
PRIVATIZATION PROCESS. "IP TIIB PRIVA'l'I,ZATION PROGR.\!C
REP\>RMS WILL COt4'l'INtJE AND PUR'l'IIER PRIVA'l'IZATIO!fS WILL
OCCUR. IF IT DOESN'T, OR IF USAID SUPPORT FOR
PRIVATIZATION IS SEEN AS LACKING OR HESITANT, ~
CREDIBILITY or THE GOVERJoiMBNT AND USAID WILL BE
SEVERELY DAMAGED.
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FOR M/NE, NE/PD, NE/HENA, HE/DP, POL

E.O. 123561 N/A
SUBJECT: PRIVATIZATION SEC1'OR ASSISTANCE

,If

D. LOCAL CURRENCY ICEY '1'0 OVERCOMING OPPOSITION

.J

CURRENCY COUHTIttPAR'f or SICTOR ASSISTANCB WILL
E A VERY IrCPORTANT MEANS TO ALLEVIATE THE
S or BUREAUCRATIC OPPOSITION '1'0 IMPLEHEHTATION

PRIVATIZATION PROGIWI. PLACIDIIII'l'1.. RETRAININC
VERANCE PAY PROGIWIS WILL BB ILIGIBLa POR
ING PROM THE IDCAL CURRlHCY ",R MINISnRIAL AND
PERSONNEL AFFECTED BY ANY LAy-orrs IN PRIVATIZED

MOREOVER, BY VIRTUE or THE ADDITIONAL
ARY RESOURCES IT WILL RlCBIVI BASED ON PROGRESS
VATIZATION, THE MEAI' WILL BE MOTIVATED TO

- -- TE TRANSACTIONS. AND TO OVERCOME BUREAUCRATIC
OBSTACLES POSED BY OTHER MINISTRIES AND HOLDING
ORGA..tfI ZATIONS.

UHION AND EMPLOYEE OPPOSITION MILL': 81, PARTLY COUNTERBD
BY SHOWING THE RBSULTSOr PRIVATIZATION ON rIRIC AND
SECTOR BFFICIENCY, INVESTMENT, AND EMPLOYMENT. IN
ADDITION, MITIGATING ICEA8UR1S FOR TIIOSI THREATENED BY
IAY-OFFS WILL BE ELIGIBLE FOR FINANCING BY THE SECTOR
ASSISTANCE LOCAL CURRENCY GENERATIONS. PLACEMENT,
RETRAINING, AREA REDEVELOPMEtJT, AND SEVERANCE PAY
PROGRAMS WILL, FOR EXAMPLE" 81 SUPPORTED AS IIECESSARY.

UJCAL'CURRBHCY·OIMDA~~I ...~.\~.-..~_W1.""'''''''PROGRAM OF EVAWATION or 'l'Im IrPECTff b., ....ItIVA\'nXIfmlJ·~...-..· "'~?" , r7 r '''''-'

ON FIRM AND SECTOR LEVEL E....FICIZHCY, INVESTMENT,
EMPLOYMEtrI·, NATIONAL SAVINGS MOBILIZATION, INDUSTRY
OWNERSHIP PATTERNS AND OTHER FACTORS. RESULTS OF SUCH
EVAWAT%ONtJ WILL PROYIDB~Mel'UAL·,"'I."~_\'IIol!''''·'-.jI~''''':j'mlo\l'''''''''I6'l;'~'i\'.''''''''''''~''''
COUNTERING POLITICAL ARGUMENTS ABOUT THE WORTH OF THE .
PRIVATIZATION PROGIWIMD lAY THE BASE FOR A PROGRAM
or PUJmIBR PRIVATIZATIONS.

THE MANNER IN WHICH THE PRIVATIZATION PROGRAM IS
UNDERTAKEN WILL ALSO GREATLY AFFECT THE PACE AND
SUCCESS OF IMPLEMENTATION. IT IS "IDELY BELIEVED BY
THE GENERAL PUBLlC THAT PRIVATIZATION MAY RESULT IN
BARGAIN BASEMENT DEALS WITH ALREADY ESTABLISHED LARGE
BUSINESS GROUPS, THEREBY ADDING TO CONCENTRATION OF
VIEW, SUCH LARGE BUSINESS GROUPS WILL GAIN THE INSIDE
TRACK ON BIDS FOR STATE OWNED ENTERPRISES TO BE SOLD.
ADVANTAGE WILL NOT BE TAKEN OF OPPORTUNITIES TO USE
PRIVATIZATION TO FOSTER WIDESPREAD :JlUBLIC OWNERSHIP OF
SHARES. IF THESE FEARS ARB REALIZED AND PRIVATIZATION
TRANSACTIONS DO INDEED RErLlCT INSI'~~i.·D~NGAND/OR"f~~t.. ).,it:,.

UNCLAS AIDAC RABAT 04737
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BENEFIT EXISTING LARGE BUSINESS GROUPS, POPULAR
OPPOSITION TO THE PRIVATIZATION PROGRAM WILL MOUNT
SIGNlrlCAN'l'LY AN , .
o FURTHER IMPLEMENTATION WILL LIRELY
BE SLOWED.

..,.
:IVATIZA'I'ION OPBRATIONS WILL BE DY
PU8L1C lfHAT PRIVATIIA'I'IOH 18 HOT
iL GROUPS. AOHERDCI TO PROCBDURE3
ON, PUBLICATION or MAJOR DECISIONS
.B, "101 DIrrusIoN or CLEARLY
POR 810, PROSPBCTUSIS, AND. PUBLIC
.trD 1JfM000CIDNT or "INNING BIDS IWCB
:NCY. SPECIAL ErFORTS '1'0 INTEREST

J IN INVESTING IN PUBLIC SHARE
'''',TIZING rIRKS WILL AlSO BE IMPORTANT

IISTRIBU'I'ION OF OWNERSHIP 0' THE
MEASURES TO PROMOTE TRANSPARENCY,

'CATION CAMPAIGNS, PUBLICITY ON
OF PREPAIUNG CLEAR PROSPECTUSES AND
o DIFFUSING INFORMATION ON THEM ARE
" SBCTOR ASSISTANCB CONDITIONALITY
LL DB SUPPORTED.Y SBCTO."A8'~STANC!:..
BRATION.. I'URTHBR, SBC'l'Oa . "~,po :' .
ONALITY "ILL REQUIRE BPl'OR'l'8 TO
C ONNBRSHIP or SHARES or PRIVATIZED
-ATION or ACCOMPANYING MEASURES WILL

TOR ASSISTANCE LOCAL CURRENCY
OITION, THE VERY PRBSENCE OF AN
H AS U8A1D, IHGAGBD I.J.~ .BROAD- ..,..,.
JOR SUPPORT FOR PRIVATIZATION WILL _
!rBInIPUDfSl an m~"~"" .11'. .' 'eM r:- " ., '.'

----- u - .----.- _. v..A..,.,.·,.J??%· ,.14.-: ,&M.f'_"""""",nt.lIl'.~.=M_,j"'·~:-
A HUMBER OF RECENT STUDIES BY THB WORLD DANK, THE
INTERNATIONAL FINANCI CORPORATION, AND THE IIIAP
SUGGEST THAT PRIVATIZING ALL 112 STATE OWNED

g:r=:NREDO~'·:~~~,,:;m:~=~~r-""'"~\~4!~Hll~.;lIih'~~~'

~~~D:.r=I~~r ..=xJrGU=I~••~ ·1ii'''~,:u"n~=~I'' ,\,;':,!j.~~.
A MINIMAL AMOUNT OF ENTERPRISE RESTRUCTURING. ·1,<
INCWOING MAJOR RESTRUCTURINGS AS PART OF THE
COSTS. PRIVATIZATION SECTOR ASSISTANCE OF DOLS 25
MILLION, INCWDING DOlS 5 KILLION IN EXTERNAL
TECHNICAL ASSISTANCE, WILL THUS FINANCE A VERY
UNCLAS SECTION 06 OF 12 RABAT 004737
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SIGNIFICANT PORTIOn OF THESE COSTS AND AL.LOW THE MEAP
TO 80TH ENGAGE THE LEVltL AND QUALITY or ux:AL AND
EXTERNAL SERVICES NEEDED TO IIOUNT AND COMPLETE A
SUCCESSFUL PRIVATIZATION PROGRAM.

.'1': ';' 'f"
--lILE FOR MORI COMPLEX 'lIWfSACTIONS FOREIGN IXPERTISE

LL 8E NEC!S!JARY, MOROCCAH ACCOUH'l'ING 'IPJIB,
"PRAISERS, AND rINANCIAL AllALYST8 WILL 8E CALLED UPO.
I COMPLETE MANY OF THE 112 PRIVATIZATIONS. LOCAL
'RREIICY WILL ALLOW THE GOVIRIIIIEIrr TO MAXIMIZE USE OF
CAL AVAILABLI EXPERTISE AND ASSURE THAT
:IVATIZATION HELPS TO DEVILOP T'HZ MOROCCAN
COUNTING, AUDIT, AND CONSULTING PROFESSIONS AS RLL

__ FINANCIAL INSTITUTIONS.'

- .YMENT FOR SERVICES PROII THE LOCAL CURREHCY SPECIAL
:comrr WILL NOT BE SUBJECT TO GOVERNMENT WIDE BUDGET
: PAYMENT RESTRICTIONR IMPOSED TO PEDUCE EXPENDITURE
~ES AND THUS WILL AVOID EFFECTS OF DELAVED PAYMENT.
NCE THE HEAP IS CAPABLE OF CARRYING OUT THE PROGRAM
'0 OTHER DONORS ARB PROVIDING TECHNICAL ASSXSTANCB. .", "., , ,
OJECT ASSISTANCE BEYOND TIll' LIMITED TECHNICAL'''' ;~;' "';:'A;:i;'!,:
SISTANCE AND TRAINING INCWDBD' IN '1'HB PROGRAM IS NO'1' '

__ STRONG1"Y NEEDED. ..,
.;,l.",...';,.'

,'.... : I.:
NT,:"N'"- .- ...· -..... . ..,.

..... 4-

r :-1.. -.·iE ,,',
f.: 'f.'

:..

,
II. POLICY MATRIX

· ~ J
~ ~.: :;.

A. OVERVIEW OF CONDITION~TY

1'0 PROVIDE AN INCENTIVE ~';~';!GOVERNHENT TO MOVE' , XR;.·!~;';~
'r.· exPIbIlfIOUSLY AIfD 8YSTIII.fttCIMF.'_II.~JJIJ"".~""N~~~~~

PRIVATIZATION PROGRAM, CONDITIONALITY HAS 8E TIED, ~ .. ~ : '
IN LARGE MEAStJU; TO COJUIILETING ACTIONS NECESSARY '1'0 '; ••', .
COMPLETE PRIVATIZATION TRANSACTIONS. SINCE ~~~ , 1

:gP~~gNA~EW=M:X~P'·~~~=~~~~~~~~~\+~,J.~~_,~.,
:olORE DIRECTLY TO COKPLETING THE MORE IMPO~ANT .. . . .' !~ , t:
!lRIVA'l'IZATIONS AND IlfS'l'ltuTIOJlALIlllIG .,S'HBI:.If.W.~;"· .. Il!~1~.w:.;'11'i.!1'~" .,.....". ::,,·,NI.U' .'"
PRIVATIZATION PROGRAM. SUCII HEW. CONDITIONS I"IUiCEDEIIT';"';\l\"T'" +" :fo''";'. ' .';j!"",'Oj·,""'\"

INCWDE COMPLETION OF A cmDTER NUMBER OF U!. .. '=
.~

?RIVATIZATION TRANSACTIONS, GREATER EMPHASIS ON
UNDERTAKING THE PRIVATIZATIONS WITH GREATER IMPACT BY
MINIMIZING THE NUMBER OF SMALL PRIVATIZATIONS THAT
WILL COUNT FOR CONDITIONALITY AND MAXIMIZING THE LARGE
?RIVATIZATION, AND PREP'..RATION OF A FUTURE PROGRAM FOR
PRIVATIZATION

...
.: '::f;!) Il\
" ~. 1:'
;:\"A"il2~>:\'I>!l't\:

'::qr iJ
""~'~~f,,~~>''~'{?~·;~~~·:i\~.,~~,tt ~"~~

'rilE HO
~'f-PROJECT ASSISTANCE WILL BE RELEASED IN THREE
TRANCHES, WITH DISBURSEMENT TIED '1'0 SEVERAL INDICATO~,.,- ' ..,.
or PROGRESS IN IMPLEMENTING THE PRIVATIZATION PROGRAM,
TAKIIIC ACTIONS TO BROADEN SHARE OWNERSHIP AMOHGTHB

."
".\
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GENERAL PUBLIC, INSURING THE PROPER FLOW OF
INFORMATION TO THE PUBLIC TO ASSURE TRANSPARENCY IN
TIlE PROCISS, AltO TAKING CIR'l'AIN STEPS TOWARD SETTING
THE STAGE FOR L't,)KPLETION ANU EXTENSION OF THE CURRENT
PRIVATIZATION PROGRAM. TIm GRANT AGREEMENT WILL ALSO
IlfCWDE COVINAIITS COIDU'l'T11fG 'l'ItB. GOVBRNKEN'1'.'1'O ABSTAIN
FROM CREATION or ADDITIOHAL8TATB ONNID BNTlRPRISIS OR
PARASTATALS, TO MAINTAIN OPU AND COIIPITITIVE IIARDTS
IN TIm INDUSTRIES III WHICH ImIVATIIATIONS WILL OCCUR,
TO PREVENT FURmER INDO~':'RIAL COHClN'l'ftATIOIf VIA THE
PRIVATIZATION PROGRAM, AH~TO MINTAIN THE CURRENT
LBYBL OP IUDGft SUPPOM' TO TO PRIVATIZATION PROGRAM•

TlfE MAJOR THRUST or COMDITIOMALITY IS DIRICTLY TIBD TO
DEMONSTRATING SIGNIPICANT ADVANCEllENT IN THB
iMPLEMENTATION or THI GOVERNMENT'S BNTIRZ
PRIVATIZATION PnOGRhII. THE PRIVATIhATIOH PROCESS
EMBODIED IN TIll REGUL\TIOHS IMPLEIIEN'l'DfO THE
PRIVATIZATION LAW RE()UIRES COMPL!TION OF SEVERAL
STAGES TO READY THE BNTERPRISBS FOR SALE. SOME
PRIVATIZATIONS WILL BB LESS COMPLEX, OTHER
DIVESTITURBS WILL BE. rAR HORE ,DIF!'ICULT., REQUIRING
RltSTRUCTUaINQ OPTHB In.·OR' CONSIDIRA8X4i~PRBPARATION
TO PRBP,\RB A IfARDT fOR 'l'RB DTBRPRISE.:<···· bBVBLOPMBNT
OP A POOL or DTIRPlUSI8 fOR WICK SUCCESSIVE LBVBLS .
OP ACTIONS HAW 8BD COIIPLBTBD WILL BE ·BSSBHTIAL '1'0
MAINTAIN MOMEMTUII POR DlPLBMBNTING '1'HB PRIVATIZATION
PROGRAM. FOR THIS RDSON, CONDITIONALITY IS NOT TIED
SOLELY TO COMPLETION 0' A CERTAIN NUMBER t.~'
PRIVATIZATIONS IRrrAlBO '1'0 ACHIBVIHG"SOKB, OF. THE
IMPORTANT MILESTONES TOWARD PRIVATIZATION FOR A FAR . .'
"LAIG.\\QJaOUP,'o,{,~ ,~,.•'\lI~ . .
COMPRISE THE POLLOWIIfC: ." . .. '''''''t~CilWilli4''_~~~~_

-- COMPLETION OF AUDITS: AUDITS ARE A FIRST STAGE IN
TIlE PROCESS 0' APPRAISING TO VAWE OF A 'IRM TO BE
PRIVATIZZD, AM AUDI"'"DlV8UNl8"A",~>UN.C1AL ..S~. ..,' . .. i
OF STATEMENTS FOR THE FIRM, ESTABLISHES MII'A' REAL "''''r''~~'''''''''lio>'''''''':'!'''''''~rMi'''''''''' ~
PROPERTY BBLONGS '1'0 'rIIB PUll, lIICWDING . LEVELS OF
IHVENTO~Y, AND WORTB OP S!OCXAND' 8OND l llOLDIIfGS. FOR· '.".,,'.,',
UNCLlS SECTION 07 OF 12 RABAT 004737 :,';",'.
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j~~:,

BOOK VAWE, MAY 8E SUFFICIENT TO HELP ESTABLISH A
MINIMUM SALES PRICE FOR THE FIRM TO BE PRIVATIZED.
THE 'INANCIAL STATEllBNTS ARB LATER ESSENTIAL
INFORMATION '1'0 BB INCLUDED IN ~~"~19.~ BIDS AND

UNCIAS AIDAC RABAT 04737
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PROSPECTUSES WHEN THE SALE PROCESS IS INITIATED.

-- COMPLETION or EVALUATIONS I EVALUATIONS LOOK BEYOND
THE BOOK VAWI or A COMPANY AS EXPRESSED IN ITS .
FINANCIAL STATEMENTS IN ORDER TO ESTIMATE THE MARKET
WORTH OF THE PIRII.IVAWA'I'ION8.BXAIIINITU ' .. ;: ': :+:";..
SIGlfIFlCANCE OP TIll rIRK 1. 'l'BRMS or THE IWUCIT 8~ .

~RH~TR~Jua~~~S=~AtM~I=:D·.·
ALSO INVESTIGATE THE LIDLY IIARKE'1' FOR PURCHASE or TlfE
ENTERPRISE TO BE PRIVATIZID; WHO ARB LIKELY BUYDS,
IlHAT MIGHT TIllY BE IItLLDIG '1'0 PAY fOR THE rIRM.
BVAWATIOII STUDIES ASSUS WHBTHIR RIS'l'RUt:TURINGS WOULD
BI WORTHWHILE AND WHAT IIITIIOD OP PRIVATIZATION WOULD
BE MOST EFFECTIVE. AUDITS AHDEVAWATIONS THUS
ESTABLISH THE WORTH or THE FIRM BOTH IN TERNS OF BOOK
VAWE AND LIJ(£LY REALIZABLE JIWU(ET VAWE.· ONCE
EXTERNALLY PREPARED AUDITS AND EVALUATIONS ARB
COMPLETED, THE HEAP PREPARES ITS OWN ANALYSIS OF THE
AUDIT AND EVAWATION PINDINGS AND DRAFTS IT
RECOMMENDATIONS TO THE EVALUATION AUTHORITY FOR
REVIEW. .. (.. .

."r,.", :~;: --~l:~/~:;:;!"~';:'::"~": :~":".~, ~'! "\;~'~'~':':ft'(~~F/".l':"it(;~:.I_:,:,·:T.f .r-,~~rr·:~7;::KW[t;,; ;"
THE EVAWATION AUTHORITY·'IS·. RlSPONSIBLE I'ORSmIIO ;
MINIMUM SALES PRICIS lOR rIRMS TO BE PRIVATIZID·." "'X'1'
HAS A MAXIMUM or TWO IIOtmIS 'l'O REACH ITS DECISION·
AFTER SUBMISSION TO IT OP AN EVALUATION REPORT FROM
THE HEAP. THE SETTING OP A MINIMUM SALES PRICE IS
IMPORTANT IN ORDER TO HAVE A REFERENCE POINT FROM
WHICH TO EVALUATE OPPBRJ',,1'ClR ACONPAIIY·TO 8E':~'J'~';" .,
PRIVATIZED BY REQUEST FOR BIDS OR DIRECT SALE OR TO
.ift·.,....;PBR·IIIARI.~~dUiJMW... .~._M_
)PFERING. . ,' ". . "". . ~ "'.. . ~~ .•".

-- SALE PROCESS INITIATED: INITIATION OF THE SALE
PROCESS ENTAILS REACHING A<;;UEKENT WITH THE TRANSFER •
:GMMISSION . ··"·~·.~IA~t.lJIiJ,tlti"""-~~ltt/l/'lli~~~1'1'Ill!1'.f\t'!.'''·,\"",,'Ii~.''''
)N THE METHOD OF SALE (REQUEST FOR BIDS, .. .
iALB ON FINANCIAL"&DIn(lN'~INATION OF.. BOTII....O&.... ..
DIRECT SALE). ruaiiiii!~ii'MA!1DI!IrJ.tO":";Wt8·8'1'AG~l:'v\';t~·:, 'i./fr/:til"H;;"~I;~tN'.-
REQUIRES THAT ALL PREPARATORY DOCUMENTA'l'IONBB'·READ1:·';-·"f. ,'.:'
l'HAT THE TERMs' OF A REQUIS'l' FOR BIDS, AND BID
DOCUMENTS HAVE BEEN PREPARED, PROSPECTUSES AND SHARE
OFFERING DOctJMENTS DRArl'ID.NlD APPROVED. FURTHER, .. IN
MloDE WITH BANKS AND/OR TBZ S'1"OCX EXCHANGE TO HANDLE";'·,:.·;
l'HE OFPERING. OF PRIIIB IMPORTANCE, THE PROMOTIONAL
CAMPAIGN TO ADVERTIZE TIll REQUEST POR BIDS OR PUBLIC
OPFERING MUST HAVE BED DESIGNED AND READY TO BE
IMPLEMENTED. INDICATION THAT THIS STAGE HAS BEEN
ACHIEVED FOR A GIVEN ENTERPRISE IS EVIDENCED BY THE
PUBLIC ANNOUNCEMENT OF THE REQUEST FOR BIDS OR OF A
PUBLIC OFFERING OP SHARES. ONC£THIS STAGrlS ,...;',"
ACHIEVED, IT WOULD BE val DIFFICULT TO ~~~~ )~,. .,;;wI!~.".~;".:I;"

UNCLAS AIDAC RABAT 04737 \

·.·:~!b;t~....· ..d;,~:l~ .... ",JI1iIiifIi!li;o.. ,,\,~....~,: )~~:':;:".{,~.~:~~~:"'~".'~~~

"~"'~lOV~-"'~"I""'.U""" ....r•• ~Vi"""~·;··'••'?[Cit~·"~7i J'".II~.li••11"fllIUm

'.. . ~. --; - ;.. '. ~ -



UNCLAS AIDAC RABAT 04737

,'. nO

···,.J,~1....,.

-
I

,I
\

SUCCESSFUL IMPLEMENTATION OF PRIVATIZATION WILL HINGE
IMPORTANTLY ON THE PROPER FLOW OF INFORMATION TO
POTENTIAL INVESTORS. TIWISPARINCY III OPERATIONS WILL
HELP TO GUARD AGAINST MALFEASANCE OR THE PERCEPTION BIC
THE PUBLIC OF MALFEASANCE IN THE TRANSFER PROCESS.
TIlE GQOW'1'H or SUCH A PBRCEPTIOIIWO'ULD·LIAI) '1'0 " ,'" "'/." '
OPPOSITION TO CONTINUANCI or TIm PRIVATIZATION
PROGRAM. HENCE, PRIVATIIATIOil SECTOR ASSISTANCE
IMPOSES CERTAIN CONDITIONS RlLATID TO THB FLOW OF
INroRMATION, NOTABLY SUBMISSION OF A PLAN FOR
DEVELOPHEHT or A PROMOTIONAL AND EDUCATIONAL CAMPAIGN
AND IIIPLBIIDTATION or 'l'HI AC'I'IONS IDBNTIFIBD IN THIS
PLAN.

B. FIRST TRANCHE

A FIRST TRANCHE OF DOLS 4.0 IIILLION WILL' BE RELEASED
AFTER AUDITS HAVE BEEN COMPLETED FOR 8 FIRMS,
EVAWATIONS COMPLETED FOR 4 FIRMS, AND THE PROCESS OF
SALE INITIATED FOR 2 PRIVATIZABLE ENTITIES. IN
ADDITION, TO THESE TRANSACTION RELATED REQUIREMENTS,
FIRST TRANCHE RELEASB WILL BB CONDITIONJD UPON
SUBMITTING (I) A PLU fOR AfROIIOTIONAl/'AND ..,',.'
EDUCATIONAL CAMPAIGN 011 'l'Hlf 8INErITS'!'(AND RISJaI) or.:··; ,'",':
SHARE OWNERSHIP AND (Il) A PLAN/SCHEDULE FOR THE ,STUDY
AND REVIEW OF POSSIBLE tIIA81JJmS TO PROKO'R BROADD" i,
PUBLIC SHARE OWNERSHIP. THB PROMOTION P .
LAN WILL
ANALYZE THE BEST MEANS FOR REACHING TARGET AUDIENCES
FOR SHARE OWNERSHIP, DIVBOOP' '!lIB 'COR'l'EHT OF THE" ";¥,>;l'<; .. ,;.,;~;, " -
IlESSAGES TO BE TRANSKITTE~IFY THE ROLES TO BE

~~I=~~r~~r=OJJOm"~Q!l"""~(."I_.M.'~'v'fAIM_
UTI.ft,·COSTS AND.;IIITHQ" OP..!lIIMGllIG 1'IIB ~~~. " ..... ,.", ..~."" 'q".".
THE SECOND REQUIRED PLUI/8C111uuL'l7~. IDEllTXn· '! d '", '.'::·"·X'ii~~'.,"::'cl~<I;'l';;i:'::".,;'·
POSSIBLE MEASURES TO PROMOTI SHARE OWNERSHIP, , .

. DETERMINE WHA'l' S'nJDIH'~' ftdINteAti"'i"'IIINIC8'fl'I'_r••''l!trIIIlJ,~/t>I''''''~''~~'''~~'1ff~;'''''J''''
TRAINING NEEDS TO BE COMPLETED TO DETERMINE THEIR . ., 'r·
nuIBILITY AND BIGU ~IOII'MAIIDOUT~!!!"!J"/;"-;.~':. ",',SCHEDULE FOR COMPLETING AllY NlCl88AR'lf'JmVIEWS 'AnU'" .', .,,''''... "'i","'!'"

DECISIONS TO PU'l' THESE MEASURES 111'1'0 PLACE.

LOCAL CURRENCY COUNTERPART GENERATED BY THE FIRST
TRANCHE WILL PROVIDE BSSBMTIALSBBD KONBr FOR . " '.',
NUMEROUS ACTIONS RElATED TO ADDITIONAL 'l'RANSACTIONS'~'"
AND TO CARRYING OUT THE PROMOTIONAL AND EDUCATIONAL
CAMPAIGN AND STUDY AND REVIBW OF POSSIBLE IlEASURES TO
PROIIOTE BROADER SHARE OWNERSHIp· AIIONG THE GENERAL
PU8LIC. BECAUSE THIS rIRST TRANCHE WILL PROVIDE
NECESSARY RESOURCES NEEDED TO FURTHER ADVANCE THE
PRIVATIZATION PROGIWI, IT IS ESr;ENTIAL~T THE
TRANCHE BE QUICKLY DISBURSED. THE FIRST TRANCHE
CORDITIONALITY GIVES RECOGNITION 'l'O KOROCCO'S ~~':, "~",, '·''!!r.--'!!~i~'ik;''

UNCIAS AIDAC RABAT 04737
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SU8S~ANTIAL ACHIEVEMENT TO DATE IN ESTABLISHING THE
PRIVATIZATION PROGRAM AND PUTTING INTO PLACE THE
NECESSARY INSTITUTIONAL STRUCTURITO CARRY IT OUT,
NOTABLY ESTABLISHK&NT OF THE EVALUATION AUTHORITY AND
TRANSFER COMMISSION, AND REVIEW AND RATIrICATION BY
PARLIAMBN'l' or 'l'HI OPFICIAL IIIPLBIIIIITING DlcalBB FOR
TUB PRIVATIZATION LAW.

C. SECOND TlWfCHI

SECOND TlWfCHI or DOLS 6.0 MILLION ifILL BB
UED WHEN A CUllUUTIVB TOTAL or a4 PRIVATIZABLE
[TIES HAW HAD THEIR AUDITS COMPLftED, 1 '1'O'1'AL or
rIRMS HAW HAD EVAWATIONS COMPLETED, 10 rIRMS HAVE
THE SALE PROCESS INITIATBD, AND, FOR G rIRMS,

fATIZATION HAS BEEN ACHIEVED. NO MORE THAN 2 OF
IE COMPLETED PRIVATIZATI0NS MAY BE SMALLER
~RPRISES OR HOTElS, AND A MINIMUK or THESE TWO
fSFERS SHALL HAVE BEEN COMPLETED VIA THB STOCK

ISxctlANGE OR A PUBLIC STOCK OFPERING. IN ADDITION, AT
LEAST TtfO OF THE COMPLETED PRIVATIZATIONS MUST
CONBTITUTB lARGB BNTBRPRISIS•.. , '~.-.' . "N"'" ,.,~,..

·~·-'::I~f.L"!<;i.,..i;'.. i .:. f;,,: \~:r!~O~ h ~(~':~ll&l'l.l'\Z;l:"'l(.~";."/.~~: ,#~'XWM)I: .. " J,'l,," -'j \' ;'1
'-J'~' '~\","\';'" ~"'i,;,t\,;·,:" .,,;_ .. 'f·'I"'~"!·'·'·' .": .• 1'-,. , .I!'f l ~:'l ';' '}J,l(I"r~I~~~"/'q

-- - IITION TO 'ftIES1 TRANSACTIONS ULATIO ;,,;::;,.; ., ...
EMENTS, IIIPLEKBNTATION, or '1'HB PROKOTIONAL AND _
IONAL CAMPAIGN ON SII.AM OWNERSHIP WILLalAVB

WORIC WILL AlSO HAVE ADVANCED ON IlEASURBS TO
E WIDESPREAD SHARE OWNERSHIP AND THE STUDIES
FlED AS NECESSARY AS A CONDITION OF FIRST
E RELEASE WILL HAW BlINCOMPLBTBD. BASED ON

- SECTION 09 OF 12 RABAT 004737

~~Di'~"~~J.il.., l,lj~."":If~.,J;'1~~!'I_.'II'~~_.'••••.-.n.••,~~:I"i:I':i~_

FOR AA/NE, NE/PD, NE/MEIfA, iCE/DP, POL':'

e.o. 12356: NIA ·'~~""''''''.tfI'''·'IiI~~,,,,~·p.,,.,,",'''''''''"\''''\'''' ', ....I!to.1r&.~ ...'....~Ii'.N,.,., ..:...
SUBJECT: PRIVATIZATION SECTOR ASSISTANCE

THE STUDIES, USAIDIKOROCOO ANriHi<:;'B'iP'tftw'A~'GII "',','r;:.~~~~"·{, "",:l.;~!i!I)·~.i;if{'~
~ NUMBER OF MEASURES RELATED TO BROADENING SHARE
~ERSHIP AS ADDITIONAL CONDITIONALITY FOR SECOND
TRANCHE RELEASE.

f THAT THE PRIVATIZATION SlcToR ASSISTANCE IS
fOED TO ItOTIVATE THE COMPLETION OF THE
UUIEN'l"S ENTIRE PRIVATIZATION PROGIWI, A FURTHER
IE FEASIBILITY OP BSTABLISHIIIG A PRIVATIZATION
~VING FUND. SUCH A FUND COULD BE INITIALLY
fCED BY EITHER A PORTION OP THE LOCAL CURRENCY
rERPART OR THE PROCEEDS OF PRIVATlZATIONS.
~QUENT FUNDING WOULD DERIVE PROIf A SHARE OF

r - -__IUB GAINED FROM ADDITIONAL P~V~l~~'£!P.~S. '.,
UNCLAS AID~C RABAT 04737
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D. THIRD TRANCHE

THE THIRD TRANCHE or DOts 10 MILLION WILL 8E RELEASED
WHEN 44 ENTERPRISES HAVE HAD AUDITS COMPLETED, 38
PIRKS HAVE UAD IVAWATIONS PRBPAMD, TKB SALiS PROCESS
HAS BEEN INITIATED FOR 34 rIRMS, AND A CUMULATIVE
TOTl.L or 28 PRIVATIZA.TIONS HAVE liEN ACHIEVED. or
THESE COMPLETED DIVUTI'l'URIS .. 110 NOR! TifAT SIX SHALL
REPRESENT SMALL OPERATIONS AND AT LEAST SIX SHALL
COMPRISE VERY IKPORTAHT INTERPRISI8. ruRTHER, A
IlIIIIIIUII or SIX INTERPRIS88 SHALL HAVE Mill TlWfSFBRRED
VIA TIlE CASABLANCA STOClC EXCHAHQB OR A 'UBLIC STCK'K
OFPBRING.

IN ADDITION TO THESE TRANSACTIONS RELATED CONDITIONS,
OTHER MEASURES WILL BE REQUIRED '1'0 HAVE BEEN PUT INTO
PLACE TO PROMOTE BROAD PUBLIC SHARE OWNERSHIP.
DISCUSSIONS BETWEEN USAID/MOROCCO AND THE MEAP WILL BE
HELD AFTER THE RELEASE OF THB SECOND TRANCHE AS TO

=-

,.',', .. ;,';

WHAT IlEASURES MILL NUD TO BB IMPLEMENTED FOR THE
'1'IIIRD '!'RANCID AND INCWDID'U''IHB CONDITIONALITY., FOR ,''J;
'1'1118 TRANCHE, THE IIBAP WILL ALSO BI ItBQUIRlD '1'0 .
FURNISH A PLAN AND SCHEDULE '1'0 DBHONSTRATB HOW
PRIVATIZATION WILL BI COHPtBTBD fOR TUB ItBHAINING
I'IIUIS. LASTLY THE MINISTRY WILL DEVELOP A PROPOSAL
FOR A NEW PROGRAM or PRIVATIZATIONS. THIS PROGRAM
WILL PROPOSE OTHER ENTITIES THAT WOULD BE ELIGIBLE FOR
PRIVATIZATI()N AS WELL AS 'I'H&·IlfSTlTUTIONAL STRUC'l'URI..
AND TIKEFRAME FOR SUCH A HEW AND ADDITIONAL PROGRAM OF
·1U¥""'IAT.r0Jf8~~"''''''._,I'I1lI._iU tlllU;tMV"'_.W,n·~_~t~
AT THE TIME OF THIRD TRANCHE RELEASE, THE GOVBRNIIEHT
OF MOROCCO WILL HAVE COMMENCED THE PRIVATIZATION
PROCESS FOR AT LEAST FORTY PERCENT OF THE 112 FIRMS.
BECAUSB or "1'HB 1IAJI1"~"'I.IUZ""O.·.TNfS;.""'JU)~"~.''''I''~~~~I"*,,,~~'''''' """~' "~'<1"f"If'I""'''''''''I''~
ENTERPRISES AND CROSS-HOLDINGS, THE NUMBER OF . .

::~N:;I:;:::::;:::;~;~~!'C··~G~. '.:'<~1':';< .'"
IMPLEMENTATION 01P' MOROCCO'S PRIVATIZATION PROGRAM.
THE OBJECTIVE IS TO GET TH~ PROCESS GOING, TO OVERCOME
THE XMITIAL OBSTACLIS TO PRIVATIZATION. AND TO HELP
ENSURE THAT PRIVATIZATION IS CARRIED OU'!' EFPICTIVELY' ~.

AND EQUITABLY. IF PSA CONDITIONALITY IS ACHIEVED, A
HIGH LEVEL OF MOMENTUJI IN PRIVATIZATION WILL HAVE BEEN
ATTAXNED AND CONTINUATION or THE PROGRAM TO THE PULL
112 ENTERPRISES AND BEYOND WILL BE VERY LIKELY. BY
PACD THE PRIVATIZATION PROCESS SHOULD BE WELL
FUNCTIONING AND INSTITUTIONALIZED AND MOROCCO SHOULD
BE MUCH HIGHER ON THE LEARNING CURVE. AT THAT TIME,
TIlE tMEED POR ASSISTANCBWILL~! ...GREATLY DIMINISHE~, •.. ~~. . .• ''''..
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ALTHOUGH EXTERNAL TA FOR COMPLEX AUDITS AND
EVALUATIONS WILL STILL PROBABLY BE NECESSARY.

ON TH£ :tMPLEKENTATION SIDE, THE HEAP SHOULD HAVE AN
EXPERIEIfCED STAFF, FAMILIAR WITH PRIVATIZATION AND
CAPABLE or CARRYING 1'1' OUTCOIIPB'I'EN'l'LY"·AlfD .
PROPESSIONALLY. THE CAPACITY or LOCAL ACCOUNTANTS AND
BANI<S WILL HAVE INCREASED, TlIB CAPITAL HARDT WILL 8E '
KORE EFF,BCTIVI AND THE HARDT fOR PRIVATIIABLZ FIMS
WILL BE lESTABI,ISHED.

OPPOSITI<tN TO PRIVATIZATION WILL HAW DIMINISHED!. AS
THE GOH "'ILL HAVI SHOWN IT CAN AC'l'UALLY PRIVATIZE IN
AN EFFICIENT AND EQUITABLI KANNER. THB WBLle
PERCEPTION OF PRIVATIZATION WILL BE DIrrERENT I THE
PROGRAM 'ULL HAVE BEEN PUBLICIZED AND THE
OPPOATUNI',l'IES AND BENEFITS MORE WIDELY DIFFUSED. WITH
FEARS OF ~~E AFFECTS OF PRIVATIZATION NOT REALIZED AND
THE BENEF1:TS BETTER UNDERSTOOD, MANY OF THE GROUPS
OPPOSING PR1VATIZATION WILL HAVE LESSENED THEIR
OPPOSITION. GENERAL PUBLIC SUPPORT WILL BE GREAT£R
AND A CONSTITUENCY STRONGLY SUPPORTING FURTHlmANCE OF
THE PROGJWI ifILL HAVE BIIB~~BD~ .j·I;· :' .; "

','H:,ll t

THIRD TRANCHE CONDITIONALITY REQUIRES PREPARATION OF A
UNCLAS SECTION 10 OF 12 RABAT 004737
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PLAN AND CALENDAR FOR THE REMAINl:NG PRIVATI21ATION AND
A PROPOSAL FOR A NEW PROGRAM OF PRIVATIZATIC)N.
EXPANSION or PRIVA'l'IIAlfIOH~OII":~'oTlllo-"""""'_''''''_~m'r:\1J'_''''(~~''~'''''~''~'''.... ,iJ.,'" -
PRIVATIZATION LAW 'IS ALSO VERY PROBABLE IF '!'HE CURRENT . .-
PROGIWI IS SUCCBSSJUlI. }nlB,)ilUPPORT.MQ."A8$.JIiTANC.~ .. ,..... '.... ." ,,~, .
WHICH PSA WILL PROVIDBNO" SBOULD 'I'IlV.~O~·j;'IIEW''f!!'''K''!·''·'''''··''·:".:(~:'.'r''J'~''!'':1i!>f.' ;.
PRIVATIZATION PROGRAM IN THE P'UTURE AND wttt INVOLVB,r'fri';}';""'" .
SOME LARGE AND CONTROVERSIAL PUBLIC ENTERPRISES.

SINCE TIlE FINAL TRANCHE IS THE LARGEST OF THE THREE,
SUPPORT TO TBB PROGRAM RLL SllOND THE FINAL
DISBURSEMENT DATE. THE PROJECT WILL PROVIDE THE GOM
TIME TO GET PRIVATIZATION GOING, SEE HOW IT WORKS AND
THEN TO FULLY WORX OUT HOW ADDITIONAL PlUVATIZATION
WILL DE FUNDED. THE CONDITIONALITY REQUIRES A STUDY
OF THE POSSIBILITY OF A REVOLVING FUND ~ICH WOULD
RESERVE A PORTION OF PRIVATIZATION RECEIPTS TO THE
HEAP. THIS IS A COMPLEX ISSUE WITH PROS AND CONS
WHICH WIF REQUIRE STUDY. EFFICIENCIES FRON BEING

UNCLAS AIDAC RABAT 04737
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HIGHER UP THE LEARNING CURVE MAY REDUCE THE COST OF
PRIVATIZATION BY THAT TIME.

-.-

.'

IV. PRIVATIZATION IMPACT

USAID/MOROCCO CONTRACTBD FOR, AN APfAA18AL OF THE , " '{,
ECONOMIC IMPACTS _0r PRIVATIZATION. THE CONSULTANT'S
REPORT HAS BEEN MADB AVAILABLE TO THE NI BURlAU AND A
DIBRIEFING ON IT ARRANGED. III SUM, THE HACROECONOMIST
CONFIRMED THAT THE GOVERNMENT OF MOROCCO'S
PRIVATIZATION PROGRAM IS AN INTEGRAL COMPONENT OF ITSarr
ORTS TO FUNDAMENTALLY RE-BALANCB ITS PUBLIC: AltD
PRIVATE SECTORS. WHILE THERE HAS BEEN NO ItECENT OR
THOROUGH STUDY OF SUBSIDIES TO THE STATB OlfNBD
ENTERPRISE SECTOR, IN THE EARLY 1980'S NET TRANSFERS,
INCWDING CONCESSIONARY FINANCING, WERE ES~rIHATED AT
SOME DOLS 500 MILLION YEARLY. WlIIL! THE AlCOUNT OF
SUCH TRANSFERS HAS BEEN REDUCED IN THE INTll:RVENING
YEARS, CLEARLY IMPLEMENTATION OF THE GOVERl~EN'l"S
PRIVATIZATION PROGRAM WILL HAVE AN IMPORTANT EFFECT IN
FURTHER REDUCING SUCH TlWfSPBRS AND IN TUIUI
DIMINISHING THE GOVERNIIEIft"8' DOHBSTIC'CRII:Dt"'!:;<:'~~!',\ "{\'t~i,,;:;\;,jfl:' ,r;" I';~,:.,'
REQUIREKENT, FREEING RBSOURCIS I'OR PRODUCTIVE ':', " " ',(t';,.'
INVESTMENT ELSBWHBRB IN TIll BCONOIIY. ',"

i -', ".. ~" ". , •

N THE CASE OF MOST COUNTRIES PURSUIIIG HIGHLY
RV~STIONIST ECONOMIC POLICIES, THE PROLIFERATION
HE STATE SECTOR HAS BEEN ACCOMPANIED BY
EASINGLY UNFAVORABLB COIIDITIon .. roR,PllIVA'J'1
RPRISE, AND THE PROMULGATION OF CREDIT AND
OllIe POLJCIU"rrI!'m~=ft1 ~••_•••~DEVELOPMENT. STATZ 01...... ,..... ill "~'t~~
ORROW AND TRADE ON HIGHLY' FAVORABLBTIIUIS, .AND ... ; .. ';.
'ERENeE CONTINUES TO DB SHOWN STATESBCTOR rIRMS IN
AWARD OF CONTRACTS. WHILE THIS IIASRlSULftD IN
TANTIAL INVES'1'MIIIt'i·I"~~~ ..........,..... .
STRY, IT HAS NOT BEEN SUCCESSFUL iN<·iNCI!DIN(f-~.,\tm"''''''9.I''W,tl>.",

=V~~~ =~=I~~~~A~tOl'.NJ_~~~ii~~~,. .' ",
'ATIZATION PROGRAM WILL COMPLEMENT OTH!ItRBFORMS\IH'i$il.Pi:(~Jf~il~~~:';\l!'~'"

____ .TING FAVORABLE CONDITIONS FOR PRIVATE ENTERPRISE.

ONE OF THE MOST DIRECTlrFEC'I'S OF PRIVATIZATION WILL
8E AUGMENTED TREASURY RECEIPTS PROM THE SALBO"80.::i;~WW;'
ASSETS. WHILE IT IS IMPOSSIBLE TO FORECAST TRE MOUNT
OF THESE PROCEEDS WITHOUT EVALUATING THE INDIVIDUAL
ENTITIES, THE GOOD CONDITIOII OF MOROCCO'S STATI-oWNID
ENTERPRISE PORTFOLIO SUGGESTS THAT THBY WItt 81""
SUBSTANTIAL. INDEED, AS or DECEMBER 31, 1989, THE NET
WORTH OF PRIVATIZABLE SOES STOOD AT DBS 14 BILLION,
WITH 1989 PROFITS (AFTER TAX) OP DHS 950 MILLION. AS
MOROCCO'S AGRfEMENTS WITH THE WORLD BANK AN~'J~.W.;m.f;~', " ", ".<"""k

• UNCIAS AIDAC RABAT 04737 \ "'1'>"
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-- PRIVATIZATION: THIS LAST STAGE IS ACHIEVED WHEN,
IN Til! CASE or REQUEOT FOR BIDS, THE TRANSFER
COMMISSION HAS RECEIVED AND EVALUATED ALL BIDS AND
ACCEPl'ED THE TENDER WITH THE HIGHEST orrER. THE
DIVESTITURE 18 TJmN FORMALIZID DY jI 18I1U& 0' A DECREE 8Y
THB IIBAP. IN THE CASB or SALB THROUGH 'INANCIAL
tIAR.KE1'S, PRIV'TIZATION IS OOKPLETIO WIDI '1'118 PUBLIC
OFFERING IS T!RMINATBD AND ALL SHARES OrFEUD ARE
DISTRIBUTED AND REGISTERED. CONSIGTENT WITH ~\'HE
PRIVATIZATION LAW, COMPLETBD SALES WILL BE COtllNTBD AS
A PRIVATIZATION Ir TIll DTIRI'I'Y or INTBRBSTS OWNED BY
TUB GOVEIUOIENT IS TRANSPBRRID.

SOME OF THE 112 ENTITIES TO BE PRIVATIZED WILL BE FAR
EASIER TO PRIVATIZE BECAUSE THEY ARE VERY SHALl, AND
THEIR PRIVATIZATION HILL HAVE LESS SIGNIFICANT IMPACT
BECAUSE THEY ACCOUNT FOR ONLY A SMALL SHARE OF .SECTOR
PRODUCTION. TO ASSURE THAT PRIVATIZATION SECTOll
ASSISTANCE RESULTS IN IMPORTANT PRIVATIZATIONS .JITH
'JURGE ECONOMIC BENEFIT, ONLY A MAXIMUM HUMBER OF THESE

- - - - ---PLEX PRIVATIZATIONS NILJ;,COUNT TOWARD MEETING
NALIT! • THESE LBSSIIt PR!VA'l'X8A'1'ION8 RAVlI'·BB!N
TO INCWDE ALL 37 HO'l'BIB AND 22 BHTBRPRIllBS.
TRER HAND, PRIVATIZATION OF THB VERY LARG;B
NT OWNED BAND, INSURANCB ANDIWBSTllENT
S AND THE VERY lARGE INDUSTRIAL ESTABLISHMENTS
E VERY SIGNIFICANT IMPACTS ON ECONOMIC
CY AND WILL BE DIFFICULT TO ACHIEVE. TO IIEET
tilALITY, A MINIKUII NUII8BR OF TRISI IMPORT»1T

MUST BE PRIVATIZBD•
._....t'~. .

ON CAN HAVES! '~I'>::_Ii~I'1.~o/.i
OF MOROCCO'S aQUITY HARICET.· FOR THIS
OONDITION~LlTY SPECIFIES THAT A CERTAIN

____ ION 08 OF 12 RABAT 004737
"''''''''/tIl,'''1·''''~'4<''''''',\l,(IiiI/,~''''''''''(.t~,... '" ""'''''~.wr'''/II;~''''''''~''''''''';'',"1 i_ ••

E.O. 12356: NIA
SUBJECT: PRIVATIZATION SECTOR ASSISTANCE

MINIMUM Nl,.BER OF FIRMS MUST BE PRIVATIZED VIA
FINANCIAI, MARKETS AND THAT THESE MUST BE ADDITIONAL TO
THOSE PRn'"ATIZABLE COMPANIES NOW QUOTED ON THE

•
RELEASES h~LL REQUIRE IMPLEMENTATION OF A NUMBER OF
POLICY ACTIONS AIMED AT PROMOTING BROADER OWNERSHIP ot'
SHARES AMONG THE GENERAL PUBLIC.

UNC~ AIDAC RABAT 04737
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UKCLAS AIDAC RABAT 0473?

--
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REQUIRE THE GOVERNMENT TO REDUCE GOVERNMENT SPENDING
BY 2 PERCENT OF GOP IN THE FORTHCOMING BUDGETARY
CYCLE, AND AS 'mE PRIVATIZATION ACT STIPULATES THAT
ALL PROCEEDS FROH ASSET SALES WILL ACCRUE TO THE
TREASURY, THE SALE 01' STATE-OWNED ENTERPRISES WILL
DIRECTLY TRANlilLATI INTO REDUCBD BORROWING AND DEBT
SERVICE REQUIIl..DWfTS, WITH POSITIVE SHOn-AND LONQ­
TIM MACROlCOUOHIC B'PleTS.

ON AN AGGREGATE BASIS, VALUE-ADDED BY FIRMS TO BE
PRIVATIZED EXCEEDS , PERCENT or GROSS DOMESTIC PRODUCT
(GDP), WITH EQUITY CAPITAL III EXCISS or us DOIB 1.8

IN. PRIVATIZATION or THISI STATB-owMBD
'RISES WILL PRODUCE A VARIETY or DIRECT AND IN-

~-1' BENEFITS AND COSTS TO THE ECONOMY.
'IZATION WILL ALL BUT REMOVE THE STATE FROM
'G, COMMERCE AND TOURISM, WITH THE REMA1HING
SECTOR PLAYING A KARY~DLY DIHINI8U~D ROLE) IN THE
:V. WOIr.,! THE DIRECT IMPACT OF PRIVATIZMt'ION ON
LTURE, 1rRANSFORT AND COMMUNICATIONS AND !.;UNING

_______ SECTIOII 11 OF :l2 RABAT 004737

AIDAC

FOR AA/NE, NE/IPD, HZ/IlENA, NE/DP, POL

E.O. 12356: N/Il
SUBJECT: PRIV,~TIZATION SECTOR ASSISTANCE

WILL 8E LESS DRAMATIC, THIS IS SOHEWHATIlISLEADING ..
SINCE THE PRIVATIZATION OF GOVERNMENT HOLDING
COIIPAIIIU"MIU, LBAD,\,~Jf~".i1lI~·~---"'ltIl4.'••·I~I.PRIVATIZATIONB;, WITH' AI"1IANY -X!r'3bo -rmFlllUYDlDtE5 . ,.._-~, w l!4 ; JIll
BEING PRIVATIZED AS A RESuvr or THE PRIVAT%ZATION OF
THE PARENT COfIIPANY. SIX OF THE COUNTRY'S ELEVEN
LARGEST HOLDItlG COMPANIES ARE INCLUDED IN THE LIST OF
SOES SCHEOOLEI) FOR IIIIIIDIAD.,.pJlIVATIIM~"'j~E11IER.· ..·,,·
THESE HOLDING COMPANIES OWN OR OPERATE OVER 100
DOWNSTRIAII SOJ&S AHD. .DIlAITATAI,8 ,. l"C;WP.IIJ~,\.m~_ 50. .
PBRCEN'l' or THJ~ IQUIW1)'·ALL"·ftlft~..-rDPRrsl8~·"','
IN SUM, PRIVA~rIZATION or '1ft 112 EHTITI18 IDENTIFIED
BY THE PRI"JATUATION LAW WILL HAVE A MAJOR EFFECT ON
GOVERNMENT'S :STATE-OWNED ENTERPRISE PORTFOLIO.

THE FOLLOWING IS A VERY BRIEF SUMMARY 01' MAJOR
IDENTIFIABLE SECTORAL IIIPACl'S: •

FINANCIAL AND BANKING SECTOR

RABAT 04737

IN THE CASE OF FINANCIAL INSTITUTIONS, PRIVATIZABI.E
STATE-OWNED ENTERPRISES ACCOUNT FOR 50 PERCE~ OF
TOTAL VAWE-ADDED IN THE STATE-OWNED SECTOR, AND THE
PRIVATIZATION OF THE DESIGNATED STA

UNCJs AIDAC

1f'/"····
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TE-OWNED DANKS AND
FINANCIAL INDTITUTIONS WILL REDUCE THE STATE SECTOR IN
THESE INDUSTkIE8 BY ALMOST TWO-THIRDS.

PRIVATIZATION OF THE 10 90£8 CONTAINED IN THE
FINANCIAL AND BANI<INO SICTOR.!. COUPLED WITH UFORM Of
MOROCCO'S FINANCIAL AND CAPITAL MAlUClTI, IS IXPECTED
TO REtiULT IN SIGNIFICANT MIDIUN-AND IA)NO-TERM
EMPlOYMENT GENERATION. EXPANSION or TH8 CASABLANCA
STOCK EXCHANGE IS EXPECTED TO RESULT IN A !I-FOLD
INCREASE IN VOWHE AND 100-aoo PERCENT GROWTH IN
BHPLOYIiENT IN INVlBTMltrr flANKING, PLACIMIHTS AND
RETAIL ~ING OPERATIONS. INDEED, THB KAJOR
CHALLENGE rACING THE GOVERNMENT AND TlfE DANKING
INDUSTRY WILL BE RESPONDING TO THE INCREASED DEMAND
FOR TRAINED BANKING AND FINANCIAL SERVICES
PROFESSIONALS. AS STATB-OWNED ENTBRPRISES ARE
PRIVATIZBD, THEIR SUCCESSOR ENTITIES WILL WANT TO
REALIZE A HIGHER RETURN ON CAPITAL THAN AT PRESENT.
THIS WILL REQUIRE THAT MOROCCAN FINANCIAL INSTITUTIONS
BE ABLE TO PROVIDE THE NECESSARY INVESTOR GUIDANCE.
INCREASED DEMAND FOR CR!Dl~L-~D THB ABSENCB OF
IIIPLIID GOVERNMENT lDAN QUAftlUtTBBS, WILL REQUIRE THAT
BAN!CB SUBSTANTIAL INCRZA8B THBIR CRlDIT APPRAISAL
OPERATIONS AND AUGHENT THEIR LOAN EVAWATION STAFF.

SUGAR-PROCESSING SECTOR

OF ALL THE SECTORS AFFECTED BY PRIVATIZATION, THE
SUGAR-PROCESSING SUBSECTOR, WILL BXPERIBNCI THE
LARGEST DISLOCATIONS. MOREOVER, IN CONTRAST TO EVERY
OTIID·'••CTOIt, THUI· OX......._'_·1~""-1'~ii:"~" ""-STRUCTURAL NATURE, AND PERHANIIfT JOB C sS4l'&\M;;""l'lI'l'lr,~l~",~,~•.,~"""",,,~,,_
OF 5 PERCENT ARE ANTICIPATED. SUBSTANTIAL
RESTRCCTURING PRIOR TO PRIVATIZATION WILL ALSO BE

::~~~DNO~E::~~~~IJ~~~~:~:'="wl.of: ·.18..•.·," .. ~~}4r',.t~'~·,.~.,,";."'!... -
RESTRUCTtJRING. AS A NET BENEFICIARY OF TREASURY
aUBSIDIBB, PRIVATlIATIOMI,.,,\,.TIII SUGQ,~~BSQING
SECTOR WILL HAVE A IlARDD~'XMPAcr OM ·TIII.~Y'S
NATIONAL ACCOUNTS AND ELIMINATB ONE or THE LEAST
EFFICi~NT AND PRODUCTIVE COMPONENTS OF THE
GOVERNMENT'S PUBLIC ENTERPRISE PORTFOLIO.

MANUFACTURING SECTOR

",-.': .

IN THE MANUFACTURING SECTOR, PRIVATIZATION IS EXPECTED
TO PRODUCE NEGLIGIBLE LABOR DISPLACEMENT WILE LEADING
TO INCREASEO PROFITS IN THE SECTOR, PRIMARILY DUE TO
ABOI,ITION OF SOLE-SOURCE LIMITATIONS AND THE ENDING OF
MANDATED PRICES. AT PRBSEMT I STATE-OWNED ENTERPRISES
ARE FREQUENTLY REQUI:U:O ':'\J BUY SOLELY FROM GOVERNMENT
CONTRACTORS OR OTHER STATE-oWED ,.~TERPRIS~, IN THB.

xM1i
.'.:""':'",..... ','

UNCUS I AIDAC RABAT 04737. .' , \
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CLASSIC STATIST ECONOHIC CONFIGURATION.

-- AGRICULTURAL SECTOR

PRIVATIZATION WILL IMPROVE nlE EFFICIENT FUNCTIONING
OF AGRICUL'NRAL INPUT AltD PRODUCTS MUUTS. IN THE
CASE OF THE AGRICULTURAL PRODUCTS 1IAJUC&'1'l- STATI-OWNED
ENTERPRISES ARE FORCBD '1'0 SELL TO TIll GOvUNJIBNT AT
CONTROLLED PRICES, orrIN FAR BILOW Tltl HAIUCBT RATIS.
THESE ANTI-COHPETITIVE PRACTICES HAVE BEEN IDENTIFIED
BY THE WORLD BANK AND IMP' AS SERIOUSLY COMPROMISING
THE FINANCIAL IN'l'BGIU'l'Y or 8TAn-oNKID IHTIRPIUSES AND
MILITATING AGAINST THIIR IOONOMIC IF'ICIINCY, AND HAVE
DIRECTLY RESULTED IN TIll UNDBRDEVEIDPImNT OF WHAT
SHOULD BE HIGHLY COMPETITIVE SECTORS OF THE ICONOMY.
UNCLAS SECTION 13 or 12 RABAY 004737

AIDAC

FOR AA/N11:, NE/PD, NE/MENA, NE/DP, POL

E.O. 12356: NJA
SUBJECT: PRIVATIZATION SBCTOR ASSISTAHClO:'''"'''i, , ., <I~·

.-
~.

::

HOTEL AND TOURISII SBCl'OR

PRIVATIZATION WILL HAVE AN InPORTANT STI':4UWS TO
INVESTMEt~ IN THE HOTEL AND TOURIZ" SECTOR. DESPITE
THE FACT 'l'HAT THE MAJORITY or IlrrlJij{.-·.TIOHAL-QUALITY
HOTELS HAVE BEEN PLACED UNDER MANAO! lENT CONTRACTS,

r::8lA~:=li ·JfJtH~'~¥""~~~i~.,-
THE SECTOR. FURTHERMORE, THE PACT 'l'HAT THE GOVERNMENT
HAS REMAIrfED RETICENT UNTIL RECENTLY TO SELL OUTRIGHT
IS INTEREST IN HOTELS, PREFERRING TO LEASE THEM TO

~=N~~ ::='~~Fngftl869~~I-.'"''"l~''''''''''' "".. ,:., ..,.
5i~~::~N~;~~~';:tte:S~~~\'~'~~t"""~i;f;' 'A,':_~;i>""
MEDIUM-GRADE HOTELS IN THE GOVERNMENT PORTFOLIO.
WHILE TO SOME EXTENT THIS REPRESENTS A CONSCIOUS
ATTEMPT TO DIVERSIFY THE HOTEL STOCK, BASI, IT IS MORE
INDICATIVE OF A DEARTH OF IHVESTMENT "Itt THI!: HOTEL .

INDUSTRY. THIS CAN BE DIRECTLY REUtTED '1'0 THE FACT
THAT MANAGEMENT CONTRACTS AU SUBJECT '1'0 REVIEW AND
RENEWAL OF THE GOVERNMENT AND THAT IN THE PAST
CONTRACTS HAVE BEEN CANCELED OR NOT RENEWED FOR NON­
PERFORMANCE RELATED REASONS. FACED WITH UNCERTAINTY,
INVESTORS HAVE BEEN UNDIRSTANDABLY REWCTlN'r TO .'

UNDERTAJ(£ IWOR CAPI:~~~ROVj~;~'~';'~~Y~::~::~~;

l!~'\" .' , .. .w, ...."'U'••lIIiol11[.........'"'0"" ~. .'", '," "'· ...,,,..,.tlf""'llIlill'lllll·QJ""'."\_AA,,.·.i~l_' 1tJl'......b~'1~m:i'! .
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HOTEL STOCK WILL ELIHIN~TE THIS PROOLE" AND REASSURE
FOREIGN AND DOMESTIC INVESTORS. THIS CONSIDERATION IS
MADI ALL THB NORI RII:LaVANT AND URaENT GIVIN MOROCCO'S
HEAVY DEPENDENCE ON TOURISM AND THE FACT TIIA.'1' TOURISM
RECEIPTS FROM NORTH AMERICANS AND EUROPEANS HAVE
PALLBH PRECIPITOUSLY IN IlI!:CINT YBARS.

&HERCY SECTOR

PRIVATIZATION IN THE ENERGY SECTOR WILL MOST LI~LY

TAJCI THE l"ORH or TIIft DENATIONALIZATION or THE VARIOUS
PITROLIMI DISTRIBUTION CONPAMII8, AND 18 NOT EXPBCTED
TO RlSULT IN ANY NOTABLE CllANQI8 1M EMPLOYMENT OR
BACKNARD- AND FORWARD-LINKAGB EFFECTS. INDIRECTLY,
HOWEVER, DENATIONALIZATION MAY RESULT IN INCREASED
INVESTOR CONFIDENCE AND RENEWED INTEREST ON THE PART
OF INTERNATIONAL INVESTORS AND ICULTINATIONAL COMPANIES
IN OIL EXPLORATION. ANY SUCH DEVELOPHEN'l'S HOWEVER
WILL BE CONDITIONAL ON A NUMBER OF OTHER FACTORS, MOST
NOTABLY SETTLEMENT OF THE WESTERN SAHARA'S POLITICAL
STATUS AND WOULD ONLY ACCRUE IN THE LONG-TERM.

VI. ACTIC.'lf RlQUBSTBD····"·/fJ·\"ii,' ;'.
~.;~~~,,\\ I'. L " ,;:;,\:J~:~" 'I,',':

KISSION BELIEVES THAT IT HAS RBPLIio TO ALL ISSUES
RAISED IN NDC REPORTING CABLE. ON THE BASIS OF
MATERIAL PRESENTED, KISSION REQUESTS EXPEDITIOUS AID/W
DELEGATION OF AUTHORITY TO MISSION TO APPROVE PAAD.
USAID ALSO REQUESTS ALLOTMENT OF DOts SEVEN MILLION
ESF IN TIME FOR MID-JUNI PROAa SIGNING AIID SUMIS.· ""'N
OF PIOIT FOR TECHNICAL ASSISTANCE BUY-IN PRIOR TO JUNE

{ '~~·'::RT·I~P~~N~:~~rI"=~.HE· s __.I~,'1\'!1
.IN EARLY JULY. CN FOLLOWS IN SEPTEL•
BT
14737
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SPECIAL ACCOUNTS':;

::..' :;' .~•• J .'
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"IOIM, ACCOQf8
i:',' "\I,:,II'':ii~lP'~!Wl',;:i~,~<-1', ..:',',"l),' \:'}i',I!J'i'~~ . " "':';'.. ,I',';·(J,,:II;f(;~t'::"i/f:.-~, '.1,', I

The Government ot Morocco BUdgat(Loi d. rinano08) 1. cttyided in
three part.I,",

Th. regular budg.t (Budqet G'n'ral de I' It.t), whioh
include receipt., operatinq Bxpen... andJ.nve.~.nt",
expendituro81' ,

Autonomoull budgete (BueSgat8 Annexes), which are epecJ.tio
to particular autonomous 90vernaent entiti.. (reeSio and
TV broadoast1nq, ~fticial printer, ports and land
agency); and

;~i~~urrn:r:~~,a~s;:~f:rt~A~~~t~:'~~~~;~t!~:.•.:Iti~,\" ,I, \

i rooureJllent a~t.i,'iacpoun~.~·rorpa~,I\t:~~~~~~J)~~\.,;,.Nr.
n internationai.·' orqanillatlo...;, , ~~n.~ap:i!'ol»~r.tlon)'~ ::~J /:11 JI!(~i

accounts, inve.t1Il~nt ~,e~!,~unt••,~nd ~,~ ,f()r~... I"\\" ,', ,!!.i'~"'tj:;:':'.:,ili,:;;:,L~,:~:,}k~i{:"
Treasury special accounte are alwaye established for 'epeoial
purposes. Although a few have be.n estabUeheeS tor ind.finite

~~:~~~n~o~n~clr:f::;~::rfcf:!~~d~'J!~~!IY~~~'~~Cf~WlIl~~I""~'
~:S:u:R~,*
and payment., and can be auti te4. ..

,', "','.-' '," .:..1 ";':.",'~ , :'<',~.( 1:1~';/;~.\!, '.' .

Normally a special account ie created by. the "~mt ~~w ,.~ey"e~>,
in exoeptional'·1oa.~~_.""..tl."'.ltlltln_
Minister of Finance during the course of the fiscal year. Funds
deposited in,·tb•••'~~."n....!.~~.~..~
year a. deposited, ·bijt""ii'.trara.ti"'IS1.."frGia:.onJ'~t8ftl;,tO:~.:0il';;"...
The creating document .pecifies eligible ue••, without~il.arily
earmarking specific amounts for each use. ., " '/I'~ , ..,-

To utilize the funds mado availabl8 und.r a .pacial aCcount'~the' ,""
disbursing authority (ordonnateur), normally tho Ministry in the
name ot Which the account 18 established, sublllits to ,the Hinistry
of Finance an earmarkinq docUJllent (Proqramae d'Bllploi),' ,in
conformance with the eligible u••• and the DCunt avail~l•• ',Once
this earmarking document is cleared, expenditure. are .ubject to
the sue accounting procedure.,ae reCJUlar operating or,i..X••tment,~
expenditures. . . . ~'" .:,,:,,;, ' .•'11"':';;:"';"' .

. "" '% ,",' , .. r..i::«IIlI ~il'~'{;"""... ,,"'~. " -.' , .. , ..~~~... -,

These procedures include competition tor procurement ( arch'.),
issuance of a payment ord~,"{Q~dr!~.,P~~~.~~l!.

I::"~ . Ninistry of Finance r8pr••erimlV1i~
controlling department of the Ministry of Finance .CID,

•••/....,..,....~ntcOJ.. d.........-•• tr.d•.-4......t; .. d

, Th. documenting requirements are the same aai"·
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but when an external souroe i. providing funding, A speoial .ta~p

oan b. added on tilfil payment order to insure that'di.bur••••nt. wl11
not be dolayeel in oas. ot overall l:'e.trictiona jn qoverJlJll8nt
Qxpcnc1ituroQ. '1" .. :(. , \'.;':

I "
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-- ""

/. .

,".. ,'

,Ill,', I' :,; ',' \';r~;;~;:~·?,::,,;\"I?,,;r:"WI,~tl:~, .-
",I,. "
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COIIDI'tI0Jf8 UD COVlUfMl'l'8

- I

.v. '\""'i! .•.•

Tho following ooncUtion. precedent will be lndl\14*Cl in the
Program Grant Aqreoaentl

conditions Preggdgnt to Fir.t Dipburlftment

Prior to the di.burs.ment of the first tranche of the Grant or
the issuance by A.I.D. of dooumentation pursuant to which such
disbursement will be made, the Grantee will, exoept a8 the
Partie. may otherwi.e agree in writing, furni.h to A.I.D., in
form and a~bstanoe satisfactory to A.I.D., the followinql

(a) a statement of the name of thea person holdin9 elr actinCJ
in the oftice of the. Grante•.speCif.ied... in Bection ~...6.•.~l,~.d... ,.~.,.,., ,..fmr
addit!onalr.pre8entatl../toglla~.l"·v.1th a 8p'O ·1..il~.tur ..,·
of eaoh person .peoifiad in eu~;::-.tate••nt. .i~Mi~~;·IIiA~,Vj~H'~I~tH,I;?(:' .

(b) Evid.nce thlltth.'oi:'anf~i'''''ha8 'stabii.b:~}::ta~'~:"be
Soparate Dollar Account referenced in section 2.1 of this
Agreement, and 'the Local CUrrency Speoial Account, referenoed in
Section 4.1 of this Agr....nt.

it '. ,_,' .. '''pi~"",~.. oll~·\ 0' .. , 'II' . , .c.;~;if\,,,j·J;.!1 1~~~rl\I"'~'l >,' •

'tfl.,,·..·f~ t·, . on ,"
Privatization for at lea.t eight of the privati.able entlti..,
that ext.rnal evaluations have been completed to the .atl.raot:ion
of the Ministry of Bcono.io Affair. and Privatization for at
lealt four Of·1:h.·prlva~l.llbl.~~Wlt:i~...tild".u~~~"")~·~"""
sale has been initiated tor at' least two of the privatizable
entit:i... "I;,;,"'i"'/:?i!"~k'" ;"'i.'\;I",;N~!rJ:'~~~~l",J~'II'!r'P;ff./;;~INl;l.tI.f.~~~~,~;,I~;%,;,'

" ;~,' :" . " .. ' ....~! i'..'1 ~., ,." I. ,'. '-. '.' :" " ,

(d) Evidence of completion of a plan for a promotional and
educational oampaiqn on the benefits (and risks) of share
ownership.

(e) Evidence of completion ot a schedule and plan for
completing studi.s and reviews of possible measures to promote
broad.~ public share ownership.

=

Condition. Preoedent to Segond DilburseMnt ...•,.,._~". .)";'\1\I~t~.\I,It.;.;,

, Prior to the disbUrsement ,of th.··..iecmd tranche OI..,~D.~;;l'iji:_:;~.·,
\ the issuance by A.I.D. of documentation pursuant to which such

~~l·":~"'~~l.~.:a.th. . ....., :' •••
and substance satisfactory to A.I.D., evidence that:

~l_f"".~"(I_."BI1,*'''''!Ii'''jlll'''I.''''.l.11i'(<I1.f"ib. ,1'(11'.'1111..___...., .•••,••
. . Ca) External audits have been completed to'tfii-.atI.-tactlon'

of the Ministry of Economic Affairs and Privatization for a
CWIl~~~~~V..~ "~~~~
external evaluat ons ave en comp e ed to the sa ao

.' ,......,~~"...J1~~,~8try of Ec~~~.~;M~J"~"~~!~~.f.i:~~t.e.'1,.J.~J:.J~tl"\'.,.'..~d'

~\



cumulative total of at least 16 of the privatizQble entities, the
proee.. of .a1. has be.n 'ini~iated tor a ouau1ativ. ~0~.1 ot at
least 10 of the privatizab1. .ntitie. and the transfer ot
ownorahip has been cQmplQ~g.~ tor at lazuiOt ~ix ot :thaprivAtizablQ
entitie.. No .01'. than twoot th••••ix complet.d prlvatbationa
shall constitute hotel. ar ....11.nt.rprl••• prlvatbation., and
at least two .hall constitute "181'9••nt.rprlf1.· privatt.atton.,
as defined in Annex A of the Agroement. A minimum ,of two ot the
privatization••hall have bamn eomplet.d via the .tock .xchang.
or a pUblic .tock otf.rin9.

(b) The plan tor a pro.otional and educational campaign on
share ownership described in section 5.1(d) has been or i. baing
implemented.

(c) The studies and reviews described in seotion 5.1(e)
have been completed.

-
(d) A stUdy eXUliningthe Ileth.~s ,by, Wh~~ p~~,.",.t~z~~ion,. :i'

efforts will be .u.tained ana tlnanoeCShavi W.*,;\OOll~l.tid~ " ,.
, i',l' ~:: .' I ," 1" ,'I' ,,/., ,', J. :,·/j:,~.~l' ~ ,J,~ I/~:tt\tj,l" ~,"{~l I'

(e) Cerlain .e.Sur••, to be llutulI.11r, .9t.,~ t:o ~ the
PQrti•• prior to th. di.bursement ot th••econ41:ranCbe'ot 'th.'
Grant, have been implemented. These measures will concern the
broadening of share ownership and will result from the studies
and reviews described ,1n sec,tion 5~~(.) •. ' 'I' I:~;)'._ ,;.,..... ".",,;.

~. , 1"\'r~ ,.." (~) ··Q__JlI••t_....I.......WfIll,, __

(i) a co.petitive mark.t enviro~t has been
maintained for industrie. atfected by privatization;

(11J·'1:.h,"lrf':'iIM"'Yt(i1l.;;n.,ft~1ii'r~i~~~b"'~'
competing with the output of privatized entities have
not: bMD'~.ed'!Jt,*"'I\'.m1~~~·\~~;~-fi<',~~·'}I;: ''''~l~~'A;~*,l;:;:''~IWC;''~i'': \;' ..

. . '''/,', . , :,~ :.\ .' ,', . , ( .
(iii) no actions reSUlting in more difficult market
entry for new producers or suppliers of qoods and
services produced by 8ectors affected byp~ivat1zation
have heen taken; ,

(iv) necessary actions have been taken such that the
implementation of the privatization progra. has
increased share ownership in Morocco.

(v) bUdqet all00atlona to th. ·lIini.Uyot Boono.ie
Affairs and Privatization for privat:ization. have.
remained at or above their· current:\Im~::··lf.':<~~I~\'!-~~',I'f'!'J"·

'~1 ·~"",'i\~t~,·· ConditlQn.:'ftjC.sfeDt;dffAllPDt~~_I'I"lfj!.~
,~ ..······,...""-,..,·hior-.t:o~,tiMt .........._.n:-""I".tIUl.ttll•••,Ii_lI •

the issuance by A.I.D. ot documentation pursuant to which .uch
disbursement will be made, the Grantee will, except as the

.~ partie. may otllVwi.....g..,.i.,.Ml:itJ.ng-'uaai.U.t...,~... ee. fa,. ru_
and substance satisfactory to A.I.D., evidence that:

.it~.' .tis...." .';# d.."H: II.' ......'1.. y~".. ,. 4 a.,n. .iI.t8•.~",..,,~ ."'4't'ir .....~,~



',."
"

(a) External aucUts have bean completed to the satt-taction
of the Ministry of Koonoato Aff.ir. and Priv.til.tionfor .'
cumulative total ot at le.st 44 ot the privati.able entitie.,
external evaluations haye Jl90ncqJll,pleted to tho,,,at~s~aot~qn,pt '"
tha Hinistry ot BconOJllo"'1ffab:. ancl Prlvatilatlon for: at •
cUJllulative total of at le.st 38 of the privatbable'entltie., the
proc••• ot .a19 ha. been initiatact tar a cuaulatlve total ot at
least 34 of the privatizabla antitla. and tha, tran.ter of
ownership haa been completed tor at la.st 28 of the'privati••ble
antitiea. No acre than .lx of tha.a ooaplete4 qpriv.tl.~t.iQM
shall con.titute hotel. or •...11 anterpri.a" prlv.tl••tlon.~an4
at lflast six shall oonstituta "larqe entarpr18a· privatl••-tlon.,
as defined in Annex A ot the Aqreement. A minimum ot .ix of tha
privatizatione shall have bean coaplatad via the stock axohan98
cr a pUblic atook oftarin9. '

(b) certain additional meaauras, to be mutually aqraed to
by the Parties prior to the disbursement ot the third tranohe ot
the Grant, have been implelkent~~~Th.,ead~~ti~~,l;~e"~HF. _,. '. '"
ooncern the broadening 'Of;i,,,"'tj'~ar.hlp"\.~I:~\lt\,~~,;,"'; "",::i"~f!~~I:'d~;~l\i
the .tudi•• and review.ct'.criNd in 8act:ioftfJ.f,(~),.r:il,1+?,'4UJ ,., '"~;;(:tF~Y:",,,,~,r

, .(,~;/\l. \'i:lWrvt'{~ r'/
(c) A plan and 80hedule demonstrating how priv.ttiitiori '

will be completed for the remaininq firms designated tor
privatization hag been prepared,

(d) Since the'last di.~.m.nt:

'"Clr-t'
maintained for inctu.trie. .tfected bf privatl.atlon,

(ii) tariff and non-taritf barrier. atf~,~'~~, ,_
co.patlftlJo;1il....~"f_dftt~.,!J,~:11'!t_
not been increased;

'('iii)'''''~'.~d,r::~'~:::ltini1JP'f~''~\_.~\~~'~'
entry for new producers or .uppliers of 9004. and
services produced by sectora atfected by privatization
have been ~aken;

(iv) necessary actions have been taken such that the
implementation of the privatization prOCJt'aa ,', 'has
increased .hare ownership in Morocco.' :''''''ni::., ""'~

(v) budget allocations to the Hinistry of Economic
Affair. ,and ..;..Privatization forpriv.ti••ti~lbav.
remained at or above their current level.,

'.'~'~''/'J,..,' '."t.f.:"I"~t,;,".'.-\~~1""
:-:,\l(~tN·'.o:.q.·ft~·, -,.~~;..._.. ,

..

-
""~','-r) ......

"':', " '
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ICCI) • AS81STANce CHECKUaT

lJIted below ar. itatljorycrt.... .pp,lcabIeto.... UIJItance fIIOUtC8I~ rath8rthan
to the Illg/tllity 01 • c:oootJy 10 recen ualaWIoe. ThlI I8dIon II divided Into Ihret pertt. Part A
Includes crltGlia applicable to both Owelopf'llld AItItt8nce and Economio Support Fund I'OIOUrceI.
Port B Includes crllerla applicable only to 08Vtlopment Aulltanoe m<U'C88. Part C Indud.. crllGflt.
appllcable only to EconomIo Support Flftfa.

CROSS REFERENCE: IS COUNTRY CHECl<UST UP YEO
TO DATE?

A. CRITERIA APPUCABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Hott Country Developm.nt Errorta (fAA SIc.
801(8»: Inforn1eIJon and ooncItJ:lonI on wheIhlIr\W,!f;}:',(,
aeaIetance wII encourage tffortI fA the country tot;'[:··
(0) Inctease the flow oIlntematlonlllrade; (b) foIItr
prtvate InIttatlvt and c:ompeWon: (c) IN'lCOUfIQI
development and use of coopenttlY8e, credit tI'IIonI. and
aavlngs and loan IIIOCIatlonl: (d) dlacourage
monopollatlc praetlc&a: (e) Improve technk:aI eIfIcIency
oIlndUltry. agrlcUhn. MIt OOIll1Mnlt;and (l)11~M!i;"'" .

Iltreogthen free labor
_ i1"'" "'''~l'Mi''~Aj,f\4I6I(,lh·'·.,)I·~~'f(1 .-

3. Congre••'ona' NoURcaUon

Congressional NotIIIcatIon tnInsrnltted
to Congress and 8lq)Ired wIIhoul
obIldIon.

N/A

Appropriations Convnlttees and has luch obligation
been subject to reg'" i1OIIflcatlon procedUl'8l?

,~ "" .. ,w·-.. · .....,,_"'........._ "4'" , I I' I••" In II • I ••,__••• If " • tJ "1 •• II .111 'Ill r I J;



0. ca... tranl'...nd nonproJtclt MOlar ",,,''''ne. (FV t. Conllnt*'g ....tiIon): If fund....
to bo made oVilabie In the 'orm fA caIh tranllfer or
nonproJec;t 18OC(M' .........1M~
nolle. Included 1 d«dtd dNOlfplton d heM the fundi
wi be UIed, wIIh • dIIcuaIon 01 U.S. 1nttI'Nta to be
IGMKI and • deIctIpIIon d any eoonomkJ poIloy
ro1orma to be prornoIed?

4. EnglnMt1ng .............. Plana (liM 110. 811(1)):
Prior to III obIlg1t1on In __ C'I teOO,OOO, wi thn
be: (I) engInNflnQ. fInIIndII Of o4htr plane neoenary
to carry ()tj thff UIIItance: alld (b) • reuoncbIY firm
hUmate of the 001I to the U.S. of &tie aeIttanoe?

Yet, fundi WI be UNd,~ IUPPOfI ,
OOM ~1Iat1on progr.m, IfnNIOt
puretllllO of U.S. commodhlM and
Iuppott IOOlIOmlO llbIfIIItUtJon.

.) V..
b) V..

N/A

5. Legillativ. Action ~M. sec. 811 (1)(2)): If leglalallYe N/A, fegltJatlon alrtldy enacted.
action Is required within redpIent country wlh rnpect to
an obligation In excelS d $600,000, whit II the baaIa for
• reuonebIe ~,"',IUQ.h,'JOtIon we bit jl'~i,ilt\J'lt",
completed In _ toplnni0IdtfIV~d '
the purpoee d the U8Iatanot? ' "

6. WI'. ReIOlnM (FAA 8eo. eU(b): FV U.
Continuing Resol"Ion): If proIIc:t II for WIt... or
water-related land reaource conatructIon, have boneIb
and COItI bHn compcMd to '.....,.In
accordance wlh tho~ and
..........b....._.....-,:••I••n_t,••••ijIUlrnUIUk.Bit.IJ••'
PIaMIng ArA (42 U.8.C.~1_;.IJ"')? AIlS.
Handbook 3 for QUIdIInII.)

.,. Cnh TranIfIr ......._ .,."t_......."'''_•••IMV'''~''.• '''''''I'I\ll''..'iirl'.'''''.,
Continuing Resol~): WI! c:ash tranaf or nonproject
MCtOrllltllanolblt ,..: "1:·~' .~1' .,~AA-.w'''.'.
and 1101 ClOIYIfrif9ld wilt CIIhIr '(Y1IIIIlUChi;:.
requlrement8 are WIMId bV CongregIonII noIIce for
nonproJect sector uaIatance)?

8. CIIplta. Alilltlnet ~M. sec. 811(e»: If profect II
capital uaIstance <IJL, construction), and total U.S.
assistance for • wi exceed $1 milan. hie MIukln
Director certified and Regional AsaI8IanI Admlnlalrator
taken Into consideration It. country'. capablly to
maintain and utlize the rAOj&.-:t eff8dJV11V7

, .~iII: .~.

N/A

'4'o"j'

IIIII•• 1221.Fl.
~ '.' .""."""., """ ' ....~'It4= . I,..• 111 ••"". IIF..-rattl$latl 1m • I If 11I1 d L II' II. i It in II !

.' 01, _.,." ................. Ldt ." It J .,._'.,.l.ll'ptoJqiJ·.........••....



IJ Mulllp!. Counlry Obl.ollv•• (FM GP<l, OOI(a»:
Informllllon alld condulllonlJ 011 wholhor pfO/ootlJ wUI
Illlf;()urngo Offort9 of 111(1 counlry 10: (11) In(;rll.wJ the
now of InlllrnntlOOllI trAdo; (tl) rOrller prlvote InItllltlv9 .uKI
cornpolilio/l' (0) Illlcourag9 dOVf~oprnllnl and U9f) of
cooporollvon, crodlt unions. and savings and loan
asooclallon9; (<1) dlscourllgo monopolistic practlcll9; (0)
Improvo toehnlcul ufllcluncy of Industry, agrlcullUrf' IJnd
cOlllmorco; and (I) 9tron01119n froo labor unlono,

10. U.S. Prlvlt. Trad. (FAA 090. 60t (b): Information
ond concluslon9 on how projoct wHI oncourago U.S,
prlvato Irado and Irwoslmont obroad nnd oncourngo
prlvato U.S, patllclpatlon In foreign a89191anco progrom9
(Including U90 of prlvalo trndo chnnnois and Iho oorvlc09
of U,S. prlvato ontorprI80),

t 1. Local Curronclo.

o. RecipIent Conlrlbutlon. (FAA SGCa. 612(b).
636(h»: Doscrlbe stops takon to 088ure lhat, 10 tho
maximum extent po8lIlblo, tho country .. contributing
local curronclo8 to moot tho cost of contractual and
othor sorvlce9, ond forolgn curronclos ownod by the U.S.
oro utlllzod In 1I0u of dollar8.

b. U.8.-Owned Currency (FAA seo. 012(d»: Does
the U.S. own excoss foreign currency of tho COUn1ry
and, If so, what arrangemen19 have been made for hs
release?

c. Seperat. Accoun1 (FY 1992 Continuing
Resolution). If &88l.9tance II furnished 10. forrign
govemment under arrangements which reslJl In tho
generatfon of local currencies:

(1) Has AI.D. (a) required lhat local currencies be
deposited In a separate account established by the
recipient government, (b) entered Into an agreement
with thaI government providing the amoun1 of loca'
currencies to be generated and the terms and condhlons
under which the currencies so deposited may be
utilized, and (c) established by agreement tho
responslbllhles of AI.O. and that govemmen1 to monitor
and account for deposh9 Into and disbursements from
the separate account?

3

Q) YAll, hy laGUlfllllnjJ lInanol"", of
Import
h) Villi, !ly prlvnll/llltJ (JOVflrrlllHlfll

own9d f1rm9
0) no
<.I) yllll, by IncfUaslng numbor of firm!!
In prlvato soctor
{I) y (J9, thtough privulilullofl prl)(;OGfl

f) ,10

The proloet wUI pUrCha9Q u.n.
commodltlo8 both directly from Iho
U,S. alld locally thus 9tfmulallng
comrnorcllli oxchnngo8. U.S, tochnlcal
8sslslonco 19 also '){lIng u84Jd.

Tho GOM will pay 8818r108 of MEAP
personnel and provide other
approprlato In kind contrlbullon9.

No

a) Yes
b) Yes
c) Yes

i.
II



(2) Will ouch local curroncluo, or on oqulvalont Yorl
Ilmount of local curroncloo, bo usod only 10 Cllrry oot
tho purpooolJ of Iho DA or ESF chnploro of tho FM
(dopondlng on which chl1ptor Is tho source of lho
oooloionco) or for tho admlnlolmtlvo roqulromonto of tho
Unltocl Slates Govornmont?

(3) Has AJ D. lokon nil approprlalo nlops to OIlSUro Yns
- thnt tho oqulvalent of locol curronclos dloburoed from Iho-

soparnto account tiro usod for the agrood purposos?

(4) If asslstanco Is tormlnated to a country, wNI any Yos
unoncumberod balances of funds rornalnlng In a
soparato account bo dispoood of for purposos agrood to
by tho roclplont govornmonl and tho United Slates
Governmont?

12, Trade R8Itrlctlon.

a. Surplu. Commodltl•• (FY 1992 ContinUing N/A
]I

Rosolutlon): If assistance Is for tho production of any
commodity for export, Is the comrnodhy likely to be In
surplus on worfd markets at the lime the resuiling
productive capachy becomes operative, and Is such
assistance likely to ("Juse substantial Injury to U.S.
prodUC8f8 01 the umo. NnIar or competing

M coml'i".c::!~y?-
'!!

- b. T.xtll•• (liutenberg Am.ndm.nt) (FY 1992 No
~

Continuing Resolution): WI the asaI8tance (except for
programs In Caribbean Basin Initiative countries under
U.S. Tariff Sched~e"SectIon 007: which aIIowa reduced
tariffs on articles assembled abroad from U.S.-made
components) be used directly to procure feaslbUhy
studies, prefeaslbUhy studies, or project profBes of
potenllal Investment In, or to assist the establishment of
facilities specrn~i''''Y designed for, the manufacture for
export to the United States or to third country markets In
direct competition with U,S. exports, of textDes, apparel,
footwear, handbags, flat goods (such as wallets or coin
purses worn on the person), work gloves or leather
wearing apparel?

13. Tropical For.... (FY 1992 ContinUing Resolutlon): a) No
WIll funds be used for any program, proJect or activity b) No
Which would (a) result In any significant Joss of tropical
fOrests, or (b) Involve industrial timber extraction In
primary tropical forest areas?

4



...

14. PVO A.,l,tanc.

n, AudUlng nnd roglillrallon (FY 1002 Continuing N/A
Rosolullon): It osslstonco Is bolng mado aveUoblo 10 a
PVO, has that organllallon provldOO upon tlrooly roquGst
any documont, fIIo, or rocord nocossary to the oudnlnq
roqulromont9 of A.I.D., and Is the PVO rogl9torOO with
A.I.D.'/

b. FundIng loure.. (FY 1992 Continuing N/A
Rosolutlon, Tltlo II, under hoadlng "Prlvato and Voluntary
Organllatlons"): II asslstanco Is to be mado to a UnitOO
Statos PVO (othor than a cooperatlvo development
organlzallon), does It obtain at least 20 percent of Its
total annual funding for Internallonal activities from
sourcos other than tho Un/too Statos Govornmont?

16. Project Agreemlnt Documentlltlon (State Case-zablocki Act wUI bo compiled
AuthorizatIon Sec. 139 (as InterpretOO by conference with.
report)): Has conlJrmatlon of the dale of sIgning or the
project agreement, Including the amount InvolvOO, been
cabled to State LIT and A.l.D. LEG within 60 days of the
agreement's entry Into force with respect to the United
States, and has the full text of the agreement boen
pouched to those same offlces? (See Handbook 3,
Appendix 6G for agreements covered by this provision).

16. Metric Syl1em (OmnibUS Trade and Yes
Competitiveness Act of 1988 Soo. 6164, as Interpretod
by conference report, amending Metric Conversion Ad
of 1975 Sec. 2, and as Implemented through A.l.D.
policy): Does the a'>Slstance activity use the metric
system of measurement In Ita procurements, grants, and
other business-related activities, except to the extent that
such use Is Impractical or Is likely to cause significant
Inefficiencies or loss of markets to United States flrms?
Are t· ~!< purchases usually to be made In metric, and
are components, SUbassemblies, and semi-fabricated
materials to be specified In metric units when
economically avaUable and technically adequate? Will
AI.D. specifications use metrlc units of measure from
the earliest programmatic stages, and from the earliest
documentation of the assistance processes (for
example, project PBl-\'us) !llVOlvlng quantifiable
measurements Qength, area. Volume, capacity, mass and
weight), through the Implementation stage?

--

Ii..._

17. Women In Divelopllllnt CfY 1992 Continuing
Resolution, Title II, under heading "Women In
D8V8IopmenI"): WI UIIstance be deIIgned 10 thld the
percentage of women participants wUI be demonstrably
Increased?

5

Yes, Prtvatlzatlon wRllncrease
opportunities for women to work
outside the home and become shaf8
owners.
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HI, Roglonal and Multll.ler.1 AIIIII.ncl (FAA Soc. No. thoro no roglollui dovolopmont
200): Is assistance rnom efficiently and offGC1lvoly program In privatization.
prnvldod through rog/onal or multUotoml organlzallona?

""If so, why Is as!lIstanco not 80 provldod? Infol1T\Ollon
alld conciuololls 011 whothor 8001010nco wUI oncourago ...
dovoloplng countrlos to cooporato In roglonal
dovelopmont programs.

--
19. Abortlonl (FY 1092 ContinUing Rosolutlon, TII/o II,
undor hooding 'Populatlon, DA,' and Soc. 625):

a. Will assistance be mado avallablo to any No
organization or program which, 8S dotermlned by lho
Presldont, supports or participates In the manapamont of
a program of coercive abortion or Involuntary
sterilization?

b. WIll any funds be used to lobby for abortion? No
-

--.,
-

20. Coope""lIvol (fAA Gee. 111): WUI8ssistance help No -
develop cooperatives, especially by technical assistance,

-

to 8sslst rural and urban poor to help themselves toward
a better life?

21. U.8•.()wned Foreign CIa'nfICIH

a. U•• of currencies (fAA Sees. 612(b), 636(h): FY U.S. does not own any foreign
1992 Conllnulng Resolution): Describe steps takon to currency In Morocco.
assure that, to the maxlmwn extent possible, foreign
currencies owned by the U.S. are utilized In lieu of
dollars to meet the cost of contractual and other
services.

b. Release of currencle. (FAA Sec. 612(d)): Does No
the U.S. own excess foreign currency of the country
and, If so, what arrangements have been made for Its
release?

22. Procurement

a. Small bUllne,. (FAA Sec. 602(a)): Are there Yes
arrangements to permit U.S. small business to
participate equitably In the furnishing of commodities
and services financed?

b. U.S. procurement (fAA Sec. 604(a)): Will all
procurement be from the U.S. except as otherwise
determined by 1M President or detennlned under
delegation from him?

6

Yes



=
c. Marino In.urance (FAA Soc. 604id»): litho

cooporallng country dillcrlminatos agnln!>t marine
Inr.llranco comp.1nlor. nuthorlzod to do bUGlnolJ6 In tho
U.S" will commodltlos be Insured In tho United Stot09
atlilinst marino risk with such a company?

Morocco d()()s not dlscrlmlnalo agulrwt
any murlno Inouranco companloB.

d, Non·U.S. agricultural procuromont (FAA Soc. N/A
604(e)): II non·U.S. procuremont of agricultural
commodity or product thoreof Is to be financed, Is there
provision against such procurement whon the domestic
price of such commodity Is less than parity? (Excepllon
where commodity financed could not roasonably bo
procurod In U.S.)

o. Construction or englneorlng services (FAA Sec. No
604(g)): Will construct!on or engineering services be
procured from firms of advanced deVeloping countries
which are otherwise eligible under Code 941 and which
have attained a competitive capabUlty In IntornatlonaJ
markets In one of these areas? (Excepllon for Ihose
countrlos which receive direct economic assb1ance
under the FAA and permit United States firms to
compete for construction or engineering services
financed from assistance programs of these countries.)

[

f. Clrgo prefnnce~ (fAA Sec. 6(3»: "
the shipping excluded from compliance with the
requirement In section 901 (b) of the Merchant Marine
Act Df 1936, as amended. that at least 50 percent of the
gross tonnage of commodltlea (computed separately for
dry bulk carriers, dry cargo liners, and tankers) financed
shall be transported on privately owned U.S. flag
commercial vessels to the extent such vessels are
available at faIr and reasonable rates?

g. Technical assistance
(FAA Sec. 621 (a»: If technical assistance Is financed.
will such assistance be furnished by private enterprise
on a contract basis to the fullest extent practicable? WUI
the facilities and resources of other Federal agencies be
utilized, when they are particularly suitable. not
competitive with private enterprise, and made avaDable
without undue Interference with domestic programs?

h. U.S••Ir carrl.".
(International Air Transportation Fair Competitive
Practices Act, 1974): If air transportation of persons or
property Is financed on grant basis. wDl U.S. carriers be
used to the extent such service Is avaUable?

7

No

Yes, use of other Federal Agencies Is
not contemplated.

Yes "



I. Termination for convenience of U.S.
Government IFY 1092 Continuing Rosolutlon): "tho
U.S. Govornm, ' i~ a party to a contract for
procurement, d..."-I'J the contract contain 8 provision
authorizing termlnallon of such contract for the
convonlence of the United Statos?

Yes

J, Con.ultlng .ervlc.. Yes
(FY 1992 Conllnulng Resolution): If assistance Is for
consuiling service through procurement contract
pursuant to 5 U.S.C. 3109, are contract expenditures a
malter of public record and available for public
Inspection (unless otherwlso provided by law or
Executive order)?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of 1988, as
Interpreted by conference report, amending Metric
ConversIon Act of 1975 Sec. 2, and as Implemented Yes
through A.I.D. polley): Does the assistance program use
the metric system of measurement In Its procurements,
grants, and other buslness·related actlvhles, except to
the extent that such use Is Impractical or Is likely to
cause significant Inefficiencies or loss of markets to Yes
Unhed States ffrms? Are bulk purchases usuaJ1y to be
made In metric, and are components, subassemblies,
and seml-fabrfcated mat8l1alitO be apecIIed In metric Yea
units when economically avaUabie and technIcaJly
adequate? WUI A.I.D. specifications use metric unhs of
measure from the earliest programmatic stages, and
from the earliest documentaIJon oIlhe usl8tance
processes (for example, project papers) Involving
quantifiable measurements QengIh, 11I88. volume,
capachy, mass and weight), through the implementation
stage?

I. Competitive Selection Procedurel (FAA Sec. Yes
601 (e)): Will the assIstance utilize compethlve selection
proc&:fures for the awarding of contracts, except Where
applicable procurement rules allow otherwise?

23. Construction

a. Capital project (FAA Sec. 601 (d): If caphal~, N/A
construction) project. wi! U.S. engIneering and
professional services be used?

I

b. Construction contract (FAA Sec. 611(c): If N/A
contracts for constnletJon are to be financed, will they
be let on a competitive basis to maximum extent
practIcable?

8



c, Large proJect., Congreaalonal ap(If'ov6I1 (FAA N/A
Soc, 620(k»: If for construction 04 productive enterprlsfl,
will llggrognto wlllo of osslstance to bo fumlshod by tho
U.S. not excoed $100 mN110n (except for productive

.- onterprlses In Egypt that were described in ~he

Congressional Presentation). or does Ils!Jlstance havo
the express approval 04 Congress?

24. U.S. Audit Right. (FAA Soc. 301 (d)): If Jund Is N/A
establlshod solely by U.S. contributions and
admlnlsterod by an International organization, does
Comptroller General have audit rights?

25. Communist Asalatance (FAA Sec. 620(h). Do Yes
arrangemonts exist to Insure that Unlte1 States foreign
aid Is not used In a manner which. contrary to the bast
Interests of the United States, promotes or assists thl!
foreign aid project8 or activities of the Communlst·bloc :-
countrl0s?

26. Narcotic.

a. Cash relmbursementa (FAA Sec. 483): WIll Yes
arrangements preclude use of flnanclng to make

-J
reimbursements, In the foon of cash payments, to
per8Ofl8 whose IIIcJt dnJg CfOPI 8r8 8l'8dJcIUd?

b. Assistance to narcotic. IrIfflckm (FAA Sec. 1) Yes
487): Will arrangements take "all reasonable steps" to 2) Yes
preclude use of financing to or through IndMdUlla or
entities which we know or have reason to belIeve have
elthef': (1) been convk:Ied of a violation of any laW or
regulation of the United States or a foreign countJy
relating to narcotics (or other controlled substances); or
(2) been an Allclt trafficker In, or otherwIse Involved In
the illicit trafficking of, any such controlled substance?

27. Expropriation and LInd Reform (FAA Sec. ~O(g)): Yes
Will assistance preclude use of financing to compensate
owners for exproprl!lted or nationalized property, except
to compensate foreign nallonals In accordance with a
land reform program certified by the President?

28. Police end PrilOnl (fAA Sec. 660): Wli assistance Yes
preclude use of financing to prOVide training, advice, or
any fInanclal SUppol't for police. prisons, or other law
enforcement forcee. 8lCC8PI for narcotics programs?

29. CIA Actlvlll.1 (fAA Sec. 662): WDI assistance Yes
preclude use of financing for CIA activities?

9
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30. Molor Vohlelol (FAA Soc. 63(1(1)): WUI asslslanco You
orocludo UIlO ot financing tor purcMso, nalo. long·lorm
l'lWlO, Olwhull{jo or gUllra/lly ot tho nalo ot molor
vohlclos manufar.lurod outelde U.S., un/ass 8 walvor Is
oblalnod?

:l!!!

31. Mllllary Pornonnol (FY 1992 Continuing Yo:;
Rosolutlon): Will asslslllllCO procllldo use of financing 10
pay ponslons, annuities, retlmmenl pay, or lldJuSlod
sorvlco compensallon for prior or curronl military
personnol?

32. Payment 0' U.N. A,aellmenl. (FY 1992 Yos
Continuing Resolution): Will asslstanco proclllde use of ..
lInan~lng 10 pay U.N, assessmenls, arrearagos or dues?

33. MullJlater.1 Organization lendIng (fY 1992 Yes
~ Conl/nulng Resolution): WIll assistance preclllde use of

financing 10 carry oU1 provisions of FAA sectIon 209(d)
(Iransfer of FAA funds to mullHaleraJ organlzallons for
lending)?

-: 34. Export 0' Nuclear ResourclI (FY 1992 Continuing Yes
Resolution): Will assistance preclude use a flnanclng to

.- finance the export 01 nuclear equipment, fuel, or

-=
lechnology?

35. Repr•••'on 0' Population (FY 1992 CooIJnuIng Yes
Resolution): Will asslslanne preclude use 01 financing
for the purpose of aiding the efforts 01 the government
of such country to repress the loglUmate rights 01 the
population of such country contrary 10 the Universal

-=
Declaration of Human Rights?

36. Publlchyor Propagand,. (FY 1992 Continuing No
Resolution): WlII assistance be used for publicity or
propaganda purposes del'lgnod 10 support or defeal
legislation pending before Congress, to Influence In any
way the outcome of a political election In the United
States, or for any publicity or propaganda purposes not
authorized by Congress?

37. MarIne Insurance (FY 1992 ContInuing Resolution): Yes
Will any A/.D. contract and soIlcltal/on, and subcontract
entered Into under l!UCh contract, Include a clause
requiring that U.S. marine Insurance companies have a
fair opportunity to bid for marine In8urance when such
Insurance Is necessary or appropriate?

10



- 30, Exohange 'or Prohlbltod Act (FY 1002 Conllnulng No-

- RO!lolutJon): WUI OilY OGGlsionco bo provldod loony
fomlgn govornrnonl (InchKJlng lIny Inflirumonlallly or
agoncy lhoroof), forolgn porson, or Unttod SIat08 porBon
In oxchmlgo for lhal 'orolgn govornmont or porson
undorlllking ony action which IB, If carrlod out by too
United Sialos Govornment, a United SlatOB offlcll.ll or
omployoo, oxpros~y prohlbllOd by a provision of United
Sialoslaw?

C. CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

1. Economic .nd Political Stablllly (FAA Soc. 531 (a»:
Will Ihls asslslance promote economic and political Yos, by supporting oconomlc
slablllly? To Iho maximum oxtenl feasible, Is this IIberalizallon and oconomlc growth.
asslslance conslslonl wtth Ihe policy dlrecllons,
purposos, and programs of Part I of tho FAA? Yos.

-
~

2. Military PUrp0881 (FAA Sec. 53~(o»: WUllhia No ..
-=

assistance be used 'or mUltary or paramHltary purposes?
"--

3. Commodity Gnmtt/SePlr1lte Accountl (FAA sec. N/A -
609): " commodities are to be granled 80 lhal sale -
proceeds w111lCCfU8 to the r8ClpIenI 00lPrV. have
Special Account (counterpart) arrangemento been
mado? (For FY 1992, this provision Is superseded by
Ihe separale account requirements 01 FY 1992
Continuing Resolution, 888 Sec. 575(&)(5).)

~

4. Generatlon.nd U.. 0' l.ocIIl CW"IeIICIta (FAA sec. Yes
531 (d»: WRI ESF funds made avalable for commodity
Import programs or other program assistance be used Yes
to generale local currencies? If so, wDl at loast 50
pe"cenl of such local currencies be available to support
activities consIstent with lhe objectives of FAA sections
103 Ihrough 106? (For FY 1992, Ihls provision Is
superseded by the separale account requirements of FY
1992 Conllnulng Resolution Sec. 575(a), see Sec.
575(a)(5).)

5. C88h Trana'er Requirements (FY 1992 ContInuing
Resolution, TlUe II, under headIng "Economic Support
FUnd,· and Sec. 575(b»). If asslslance Is In Ihe form of a
cash transfer:

a. Separate account: Are all such cash payments Yes
to be rnaJnaIned by the eotnry In • lI8pllI'IIte ac:courc
and not to be commingled wtth any other funds?

•

11

(
\~



h, looc.1 curr"nolel: WWI all local curroncklll Ihal Yos
mlty bo gonoralod with funds provldod all a cullh 1-

Iranrofor 10 such a counlry nlao bo deposnod In a 6poclal
accounl, and hoi AlD, onlored Into In agrCKlfTlOnt with
Ihal govornmonl soiling fOfth lho omounl of lho local
curronclos 10 be gonoratod, the torma and condnlons
undor which Ihoy me to be used, and Iho responslblllllos
of AI.D, Ilnd Ihat uovornmonllo monllor and account
for doposttll and dlsbursemonts?

c, U.S. Govornment U•• 0' IOCII currenel".: Will Yos,
all such local curroncles also be used In accordanco
with FAA Soctlon 609, whIch requires such local
currencies to be mado avaHable to the U.S, government

~
as tho U,S. delermines nocessary for lhe requlremenls of
Ihe U,S, Governmenl, and which requires tho remalndor
to be used for programs agreed to by Iho U,S.
Govornmonllo carry out the purposes for which now
funds authorlzod by tho FAA would thomselves be
available?

d. Congreillonill noUce: Has Conoross received Yos
prior notification providIng In dOlaO how the funds will be
used, Including the U.S. Inloresls that wWI be servod by
the assistance, and, as appropriate, the economlc policy --
reforms that wil be promoced by the cash transfer
assistance?

..:

D:\CHECKUS,AM
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LOGICAL FRAMEWORK
Life of Project: FY 92 - FY 9£
Total U.S. Funding: $2~ millic~

Date Prepared: June 15, 1992

pro1ect Title' Number: PRIVATIZATION SECTOR ASSISTANCE (608-0215)

~

DDATJ:VB SUJIIDUlY

~: ~ ezpand ~h. role
of ~h. priva~. ..ctor in
Ho~occo.

OBJECTJ:VI:X,Y VDJ:F:IABU
INDICATORS

• Ownership of major
economic prduction
facilities increasingly
in private sector.

• GOM role in
directinq economy much
reduced.

• Capital markets
larger and more open
and efficient.

KEA!lS or VERU'ICATIOlf

• Evaluations of
extent of public sector
holdings in productuve
sector.

• casablanca Stock
Exchange statistics on
stock turnover, ne\l
issues and holdings.

• Reports and
statistics published by
other donors, such as
World Bank and L~.

IlGORTAft ASSl!XP'T!OSS

· GOM cO:L::itlle::.'; to
eccr.o:llic
lil:eralization
continues.

· Korocc.a:: pri,,~.=.':e

sector r~aL~ Vi==~"L

and viable.

• Go'\·e.-~:£-e.nt

borrowing diminis~=s

to frea resources :0=
private sector
investment.

I II" II I I'
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~?

POBPQSE: 'fo 8uppori; and
accelerate iapl..entation
of .orocco·. privatization
proqraa.

• I

EOPS:

High level of
momentum in
privatization attained
such that program is
institutionalized and
sustainable.

Ministry of Econoaic
Affairs and
Privatization staff
well trained and
capable of continuing
to carry out
competently the GOM
privatization proqraa.

Local capacity to
provide services to
privatization prograa
increased (banks and

; accountants) and market
for privatizing fi~

established.

constituency
supportinq
privatization
established and program
enjoys widespread
public support.

Share ownership of
privatized companies
broader and more
widespread.

statistics on status
of privatization
program and Ministry
plans for future
privatization progran.

Evidence of
decreasinq need for
technical assis~ance

dOC\Dlentea in progr~

reports and
evaluations.

Evaluation reports
and statistics cn use
of Moroccan acco~~tir.g

firms and banks to
complete transactior~.

operations.

S'olrVey of press
articles on
privatization progran.

Nationwide s~ey

data on attitudes to
privatization.

Review of o~nershio

of companies priva~ized
under the program.

ASS"..1.::n~~.iC! f==
a=:-:' ie~;i!":c ~,~~~:s~:

GO~ c~~.n.i'O:~::~ ~=

privat:izat':'o~

c~:'"~"t.i!:.";:.es "
Po:itic:l p=e~5~=e

tc ~~ail p~og==~ is
ineffectiYa.

So Jnajc::- s:x:i=.::'
p~cbl~ ~.!"e d:.r~=·::y

a't'tri.tu"tal::e t= .:.a::·­
ofrs ca'.ls·ej by
re.st.r'..l·ct~ir.g c=
pri ....a'tizi.r.·~ fi~.

Korocc~~ :in3~=i~:

~~d ca~it~l sa=k~~s

are enco~a-;ed. ':.::
d-e';'elc~ a:-·j be'='=::I'=
i~volv~ in ~i~a~=i~g
pr1.....a':1.zat:.o:::.

GOM na.i: es a....-a i::' a'::-::'e

ap;rcp:iate pe=s~~~e:

to the ~i:· ':'str·, =:
Ecc~¢~ic ~==ai=s a~c
~~Yatiza~io~ ~~

adninist~ p=~~an.
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0; I

outputs;

1. Audits resultinG in
coaplete financial ­
statoments of entity,
inventories of real
property, equipment and
product and valuation of
any stocks and bonds held
by firm.
2. Evaluations
establiabin9 likely
realizable aarket worth
ot and ~ni.um sales price
for the privatizin9
entity.
3 • Sal_ processes
initiated in accordance
with results of aUdits and
evaluationa.
4. State owned
Enterprises transferred to
private sector.

5. Studies of mechanisms
to increase ahare
ownership ca-pleted and
future privatization plans
prepared. ,

Magnityde of outputs:

At least 44 audita
completed.

At least 31
evaluations completed.

At least 34 Sale.
Processes initiated.

At leas-t 28
privatizationtl
completed of which:
-MinimUlll 6 larqe
enterprises;
-Maximua 6 .aall !
ente!"pri••s;
-MinimUlll 6 enterprises
listed in Stock Market. I

2 studies comple'tad.
Plan for ,

privatization of I
remaininq firas cov~ed I
in privatization lay I
and propo.~l tor new I
privatization proqr~

completed. I

I "1

J(,eans ot yerificat.ion

Ministry of Economic
Affairs and
Privatization periodic
reportinq en progra.u
status.

sprinq 1994
evaluation of proq=an.

ProgrUl audits
scheduled for Karch
1993, March 1994 ~~d

August 1995.

Reports of studies
f~~ded by projec~.

Publish·ed pla.."'l for
future i:aple:nentation.

I I"

II

Ass :J:ll=--tic~. f ;-:­
ac~ievi~g o~~r~~s:

:~tial a~d~ts ~C

e'l,·a::'~ati~c.s are
S''::: ::ess:cl cd
e.::·:: =u=a.·;e :u-~==

e"-~':~aticrs.

S~~es c: ~~~:~:

p=:,v3"':izc:'e
e..~-:.e=:;::i5-e3 are
s~,=c:es.sft.U a.:rl
a=c:ept,-a.ble.

?=i,..3,~i ~,a.::.i=:-...s =,~

?'O "," ~a"-e ' '"' -,." ..
~~~:.- '-~: ;--~-
_~_'- _ea.::o,es .n
~~':.llpl~}"]lc~t ~c. aroe
a=c<e~·~.ed as ~ce$sa.=-~·

~~ t~a -~~o-.' -~"~
-. ,,",' ':J -----.... ~'-----'

?~li= s:.J;?O=-t. ===
prc~a:n liaia
po:iti=al =~9CS~~~=~~

P"='i ...·a~iz~--;i=~
p~~g=an ·~_=cr~~;~s

t=~ -:. ~P4.!"' e=:':i· c~
p:=;:.-,=ess ~,~ P=~1=~.s3

::0': s·ee.:: a:; S>.e:"" ':"::g
s:nall mc~.e..:"ed s':,::"':.::'~

of s.ocie::1.
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DaJlA'l'rfB 81DDlARY

Inputs: ($OGO)

Program Assistance:

Short Twrm Technical
Aswistance:

Lo~-Tera Technical
uwutaoce:

Evlluation/Audit:

Traininq/cORmodities:

~:

'\

-cs-~-"

I I I

OBJECTrvBLY VBRI7IABLB
lEICA'l'ORS

Magnityde of Inputs
($ooas)

$20,000

$3,860

$600

$240

$300

I $25,000

I II .

JtEUS 07 VElUl':ICAl':IO!i

Means of Ve;ifica1;ic:,"

Quarterly fi~ncial a~d

status r'epo;ts frem
Ministry of Eco~cmic

Mfairs a-~

Privatization aruj Ea~~c

Al Maghreb s~owing

utilization of F'~,d and
prog-..:ess of
privatizations.

Periodic reports from
Long-te-~ Tec~~ical

Advisor.

Audit ~od ~~al~a~icn

reports.

Controller' s re·::or-=s

II

IXFOiR:!"An A.3.s"OC?~::~5S

A.53 ~~~~;.~r s 'f :;:­
p=~.id:~c L~=~~3:

:.. AI:) f-;;.:-:d.s ·."i:.:.· ::e
a\i'3ila..b':e .:.~ ti..ll'::e::-
m.a:..::·er ..

:2 • A:.;di~s a..-:d
E,....~:~a';ic,:'.5 a.:': ':~.'Dl=':i~

and 1:.s,ef-.:.::.

:3. G2M, ,=~,","I: a:
~...3·;~eb a.:,:' ~=
M~.::i.s~::-i c: !~c~,:-]l:=

M::ai:sa:::'
P~.i~"'3tiz.~·ti.~:: a=-= a~::

~c llee"t =: ~d':~':::.a:i t:1·
re;:;-..:.ire:ne=. ':3:: -: ~: :

tr~~~~ di5=~s2~e~~s.

as "oe:iti_ed e~· a~t:'':''::'

a~ r·e~lf·ie~..· bj" _~::

s~.a=f ..


