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I am pleased to forward to you Morocco's Action Plan for FY 1992-
1995. It is a document which reflects many exchanges between the
Mission and AID/Washington. It also has the concurrence of the
Government of Morocco, key Moroccan private groups, and the U.S.
Country Team. It concentrates A.I.D.'s programs under three
strategic objectives: increasing employment, increasing market
competitiveness, and improving delivery of selected social
services. We believe that this Action Plan better focuses -our
efforts on a manageable number of activities which the Mission can
do well.

This document builds on the results of previous USAID programs in
Morocco which were largely public sector oriented, but which helped
encourage the GOM to make needed economic reforms. The
Government's structural adjustment program, carried out with
important policy support from USAID, has been impressive.
Agricultural production has increased and exports have grown.
Economic reforms have worked. This new Action Plan is designed to
encourage Morocco to concentrate on the next steps. How can USAID,
with its limited resources, continue to have a positive impact on
Moroccan policy reforms? Now that the economy has opened up, how
can Morocco use its resources to develop and capture a share of
markets in Europe and North America? How can the nation promote
entrepreneurship through a combination of credit, advice and skills
training, and create jobs for its citizens? What role can we play
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to help bring this about? How best can USAID and Moroccans work
together to address concerns regarding democratic pluralism, women
and the environment? We believe the Action Plan offers a focused
approach to these issues.

Following my numerous discussions with AID/W, we reviewed all the
options carefully. In some cases, we made several decisions to
completely eliminate or substantially delay projects that we had
earlier planned to develop. In other cases, we concluded that the
merits of the projects and the realities of our work in Morocco
warranted that we move ahead with them. 1In one case, we concluded
that after three years of difficult discussions with the Government
of Morocco,the costs of not supporting the project, would be
unacceptably high.

We believe this Action Plan is totally consistent with the Agency's
renewed initiatives, and with the Bureau's desires to concentrate
programs in a few areas, while ensuring that Missions can clearly
demonstrate progress against objectives. To this latter end, the
Action Plan includes a detailed set of performance indicators which
will permit us, more than ever before, to measure the results of
our efforts, and to be able to demonstrate --decisively-- the
impact which our projects make on various groups of beneficiaries.

It will be a challenging Action Plan to implement, but, with
reasonable assumptions, it is clearly achievable. We look forward
to the task with enthusiasm.
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EXECUTIVE SUMMARY

-

Morocco has made important progress since beginning a structural
adjustment program in the early 1980's. It has opened its markets,
liberalized the marketing of a large number of commodities, and
begun making many of the hard decisions countries must make in
order to progress economically. There have been positive results,
as evidenced by: increased investment and growth in exports,
reduced tariff levels, elimination of producer price supports,
reduced government subsidies and transfers, lowered corporate and
individual tax rates, and increased employment in selected
industries. Morocco now permits up to 100% foreign ownership of
business and productive enterprises, removing one of the important
barriers to attracting foreign investment. Commercial banking
practices have also been liberalized, leading to substantial
increases in domestic borrowing for business and related purposes.

At the same time, however, even though per capita income indicates
that it is a Middle Income Country, Morocco is plagued by social
indicators that rank it with, or in several instances, lower than
some Less Developed Countries. Illiteracy, access to drinking
water, and infant mortality are much higher than they should be,
much higher even than many countries with less than half of
Morocco's $830 per capita income. Morocco also faces continuing
high wunemployment, rapid urbanization, persistent population
growth, and inadequate supplies of low-income housing.

USAID's FY 1992-FY 1995 Action Plan is designed to help Morocco
address some of these problems, within the framework of three
strategic objectives: increasing employment, improving market
competitiveness, and improving selected social services delivery.
These strategic objectives are buttressed by three cross-cutting
themes that permeate the program. These are concern for improving
the lives of women, democratic pluralism, and the environment.

Concerning employment, USAID's program directly addresses, in very
concrete ways, many of the employment constraints Morocco is
facing. It will support measures to help reduce barriers and
decrease market segmentation between the large, formal, modern
sector and the small enterprise and informal sectors. It will help
to create and expand small and medium-sized enterprises, and
improve access to credit. In addition, USAID is proposing to the
Ministry of Commerce and Industry a major policy study of
industrial protection and the structure of industrial incentives.
The results and recommendations from this study will pinpoint
industrial policy areas that need reform and propose changes, which
will help reduce the impact of policies that impede job creation.

As Morocco works to find markets for its products and to increase
its market share for those products it already exports, it must
increase its competitiveness. It needs to continue to take
advantage of its relatively low wage structure. With the creation
of a uniform 400 million inhabitant European market after 1992,
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Morocco will lose its special position in the French market and
will have to compete against other Mediterranean suppliers in the
unified EEC/EFTA market. Morocco's newer exports in garments,
leather goods, textiles, agribusiness products, other 1light
manufactures, and such services as tourism tend to be relatively
labor intensive, which gives Morocco a cost advantage and helps to
absorb new entrants into the Moroccan labor market. Morocco also
needs to train more managers and business experts in order to be
able to compete with competitive suppliers emerging in Eastern
Europe. While the creation of a uniform European market and the
emergence of market-driven economies in Eastern Europe means that
Morocco will face stiffer competition in the EEC, it is also likely
that these very same developments will increase European growth and
demand for imports. Morocco also needs to move ahead with its
privatization program, which in the long-run will make several of
the country's larger firms more competitive. USAID will support
Morocco's privatization program, and also help Morocco to make its
internal markets function more efficiently, acquire the marketing
know-how it needs, maintain export incentives, build up effective
production technologies, and develop necessary business management
skills.

Finally, in the social services areas, USAID is focusing
specifically on child survival and family planning, and low-income
housing. We propose to continue improving the efficiency of
service delivery, and to help Morocco search out ways to increase
private sector involvement in both of these areas. Concerning
child survival and family planning, the private sector should be
more actively involved in providing services, and, individuals --
who can afford to do so-- should increasingly bear the cost of
these services, either directly or through health care provider
schemes for which they pay. USAID believes its programs can help
Moroccans access various health provider alternatives and begin to
address in a comprehensive way the looming questions of how the
country can afford to provide better quality services, on a
sustained basis, to every Moroccan in need of health care. With
respect to low-income housing, by the end of this decade, 60% of
Moroccans will live in urban areas. The rapid growth of urban
centers will continue to be accompanied, as it has been in the past
several years, by severe housing shortages and inadequate levels of
public services, creating slum neighborhoods and illegal, under-
serviced squatter developments. USAID programs will help increase
production levels of low=-cost housing. These programs will also
ensure that housing is constructed in a sustainable, rational and
planned manner, ensuring that the basics of water, drainage, waste
disposal, and electricity are made available at the same time.



POLITICAL AND ECONOMIC BETTING

Morocco combines features of a constitutional and an absolute
monarchy. King Hassan II, who has led the country since 1961, is
both temporal head of state, with vast powers vested by the
constitution, and spiritual leader of Morocco's Muslims by virtue
of the ruling Alaouite Dynasty's direct descent from the Prophet
Mohammed. Power flows from the palace down, and all major
decisions are made there.

Alongside this traditional, palace-based power structure, a
parallel system of modern political institutions, including a
parliament, Jjudicial system, ideologically diverse political
parties, trade unions, and professional associations, operate
relatively freely. The political system provides opportunities for
the expression of dissent, and prior sensitivities appear to be
relaxing slowly. The current atmosphere of enhanced freedom of
expression allows for journalistic exposure of some aspects of
official corruption and abuses of authority. Yet, despite these
constructive features, full political participation remains
restricted. The majority of the population, particularly the
young, and residents of rural and urban low-income areas, feel
little sense of involvement in the political process. This
political isolation and feelings of hopelessness contributed to the
frustration which led to the social unrest of mid-December 1990 in
Fés and other cities. Because of the growing pressures of
unemployment, there is increasing frustration and a tendency to be
more outspoken, or even critical, of the political and economic
situation.

King Hassan has indicated interest in further liberalization of the
political and economic system, as well as institutionalizing
measures designed to protect citizens from human rights abuses, and
concrete steps have been taken in numerous areas. Decentralization
plans also fit this scenario of a more liberal political and
economic system. How far the process will develop remains an open
question. The King reiterated in recent speeches his support for
decentralization and specifically called for the proceeds of
privatized firms to benefit the area in which the privatization
occurs. As a result of a fiscal restructuring, since 1988 local
governments now have benefitted from revenue sharing, receiving 30
percent of national value added tax receipts.

More specifically on the economic front, Morocco began a structural
adjustment program in 1983. Since then, the country has entered
into five Stand-by Agreements with the IMF (of which one was
canceled) and seven Structural Adjustment Loan Agreements with the
World Bank. Morocco's debt to governments has been rescheduled by
the Paris Club five times, and its commercial debt rescheduled by
the London Club three times. Through the financial support
furnished by these agreements, Morocco has undertaken a major



6

program of reform designed to open and make the economy more
competitive, increase economic efficiency by removing factor and
product pricing distortions, boost exports, reduce the government
deficit, privatize state-owned enterprises, and improve financial
market intermediation. Despite obstacles (drought, war in the
Sahara, a locust plague, stagnant world trade, the Gulf Crisis)
Morocco has improved its basic economic structure and put in place
a solid basis for further economic growth. The prospects for
continued successful economic liberalization are closely linked,
however, to political reform.

The Government must also come to grips with reform of its current
investment policies which are skewed in favor of non-productive
sectors and "glamour" investments. While the political imperatives
of these decisions may be demanding, the practical consequences are
that they leave fewer resources available for investment in the
social sectors (particularly education, health, and housing), which
continue to lag behind. These policies also tend to exacerbate
feelings of disenchantment with the political system. At the same
time, they make redistribution of existing wealth even more
difficult.

The United Nations-sponsored Referendum on the Western Sahara
scheduled for early 1992 and the national elections expected in the
fall of 1992, offer opportunities for Morocco to reorient its
domestic investment policies and, through the election process, to
open up political participation to an unprecedented level.



IMPACT OF CURRENT PROGRAM AGAINST FY 1989 ACTION PLAN
Assessment of Progress During Last Action Plan Period

The FY 1989 Action Plan identified four programmatic objectives:
1) Increased Economic Growth, 2) Increased Food Supply, 3) Reduced
Population Growth and Improved Primary Health Care, and 4) Improved
Management of Energy and Natural Resources. Each of these
objectives was augmented through an aggressive policy agenda,
designed to seek specific policy changes in each of the
programmatic areas. A tabular presentation of the objectives and
the supporting policy agenda are found in Annex E. During the two
and one half years that have passed since these objectives were
identified, much has transpired. Considerable progress has been
made toward achieving the objectives. In some cases, progress has
exceeded expectation. A brief assessment follows of progress
against each of these objectives.

Increased Economic Growth

To support the major strategic objective of increasing economic
growth, the FY 1989 Action Plan stipulated assistance in price
liberalization, financial market reform, removal of barriers to
market entry and new business formation, privatization, increased
financing for small and medium-sized exporters, and technical
assistance to exporters as well as encouragement of U.S.~-Moroccan
joint ventures. USAID expressed the belief that helping Morocco to
expand exports, remove barriers to investment and mobilize capital
for such investment were key to placing Morocco on a path to
sustainable growth. Furthermore, given the nation's rapid urban
migration and social problems, the Mission was convinced that
supporting improvements in urban financial management and cost
recovery, acquisition of plots of land suitable for housing, and
titling to encourage private sector development of low income
housing, were important measures which would increase the
contribution to growth in the urban sector, particularly for
housing.

Since 1989, policy changes have progressed further than had been
anticipated in critical areas that affect the investment climate,
particularly in the areas of financial market reform and
privatization. For instance, in December 1990, the prior system of
bank-by-bank, administratively set annual ceilings on credit
growth, was eliminated. These annual ceilings, known as
encadrement, had been the principal instruments 1limiting the
availability of credit throughout Morocco. Since the lifting of
these ceilings (encouraged by the IMF), the demand for credit has
increased markedly, and commercial lending increased by nearly 20
percent in the first half of 1991.



PRINCIPAL POLICY MEASURES
TAKEN RECENTLY BY MOROCCO

Dropped Average Tariff Level

Joined GATT -

Devalued Dirham

Allowed 100% Foreign Ownership
Eliminated Producer Price Supports
Reduced Government Subsidies & Transfers
Lowered Corporate & Individual Tax Rates

Developed Privatization Program for 112 Firms
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In tandem with this major change, the Government of Morocco
significantly 1liberalized controls on interest rates. These
reforms have promoted greater competition among banks for clients,
a competition which should be enhanced since tighter limits have
also been placed on the maximum exposure a bank may have with any
one customer (7% of the bank's total loans vs. the prior 10%, with
the maximum now applicable to holding companies as well as
individual firms). Such competition should lower the costs of
financial intermediation and increase the private sector's access
to capital finance, thereby helping to increase private sector
investment and economic growth.

USAID has encouraged Morocco to use indirect measures to influence
monetary aggregates. In this connection, USAID has provided
technical assistance to the Ministry of Finance to examine the
creation of a secondary debt market for treasury bills, an
essential prerequisite for conducting open market operations and
thereby securing an additional means of influencing the growth of
money supply. In addition, institutional contractor selection is
well advanced for a long-term financial sector advisor and further
technical assistance and training for financial market reform.

In late 1989, the Moroccan Parliament passed a privatization law
which specifically identified 112 enterprises --75 state owned
industrial entities and 37 public hotel properties-- to be
privatized over six years. A USAID-financed long-term resident
advisor in the Ministry of Economic Affairs and Privatization
assisted in the drafting of implementing requlations for this new
privatization program. Furthermore, under a buy-in to A.I.D.'s
centrally~funded contract with the International Privatization
Group Project (led by Price Waterhouse), USAID has furnished long-
term technical assistance and short-term...transactions-based
assistance to help implement Morocco's privatization program.
Discussions are currently underway to degglop non-project
assistance, designed to accelerate the GOM's implementation of its
prlvatlzatlon program.
et a}

Progress in pr1c1ng pollcy reform has been less dramatic. Over the
prior Action Plan peg%gd, only a few commodities were removed from
the price control list. Nonetheless, controlling ministries have
become, with USAID technical assistance, fully conversant with
utility cost and price modelling developed for the water,
electricity, and petroleum sectors. To reflect underlying cost
growth, pericdic price.-increases have been announced in public
transport, utilities, bread and subsidized products such as
vegetable o0il, sugar, and flour. 1In any case, the level of tariff
protection afforded industry has been a key determinant in price
setting in the domestic market and in the degree of competitiveness
of Moroccan industry. In this regard, Morocco has remained
committed to liberalizing trade further, reducing the number of
items subject to prior import licensing, and agreeing in the World
Bank's forthcoming Second Structural Adjustment Loan to lowering



10
the maximum nominal tariff level from 45% to 235%.

Recognizing that unwieldy bureaucratic procedures were impeding new
business formation and investment, the King in July 1989 decreed
that businesses (domestic as well as foreign joint ventures)
seeking investment approvals could henceforth assume they had such
approval if their applications were not approved by appropriate
government authorities within two months. This announcement has
helped to spur efforts to remove administrative barriers to new
investment. In 1990, the Moroccanization Law, which 1limited
foreign ownership to a minority share in designated industries, was
abrogated, thereby opening new sectors more fully to foreign
investment and allowing up to 100 percent foreign ownership and
repatriation of profits.

USAID's Export Promotion Project established the Société Marocaine
d'Assurance a l'Exportation (SMAEX) as a private sector export
insurance facility which has expanded its coverage significantly,
thereby helping exporters to increase their production and sales.
Small and medium enterprise credit lines from this project, as well
as through the Mission's PL 480 Section 108 credit program, and
utilization of A.I.D.'s PRE Bureau Loan Portfolio Guarantee
program, have increased access to credit for small and medium
businesses.

In an August 1990 amendment to the Export Promotion project, USAID
created a Morocco-based guarantee facility to stimulate commercial
bank, medium-term 1lending to small and medium-sized exporters
lacking suitable collateral or real assets to secure needed
investment financing. This $10.5 million facility, managed by
Citibank in Casablanca, was publicly launched in June 1991 during
A.I.D. Administrator Roskens' visit to Morocco. Most Moroccan
commercial banks have committed to participate in this fund, and
the first guarantees have been issued. The Export Promotion
project has also supported the International Executive Services
Corps' (IESC) Trade and Investment Service, which successfully
arranged in 1990 and 1991 nearly $7 million in exports from
Moroccan firms to U.S. markets. The IESC Volunteer Executive
program has also completed over 100 assignments to assist Moroccan
export-related industries.

To increase the contribution of private sector housing and urban
development to economic growth, USAID began implementing a land
development program with the National Housing Upgrading Agency
(ANHI) which has increased availability of serviced land for low
income families and reduced the number of families 1living in
shantytowns. The ANHI land development programs have stimulated
private sector provision of low income housing by providing new
business opportunities for small and medium-size private builders
and developers without requisite resources to acquire and service
large tracts of land on the urban periphery. Without relying on
external budgetary resources, the ANHI production levels have grown
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from 4,500 serviced plot starts in 1985 to a projected 12,000
serviced plots in 1991. ANHI has projected that measures it has
already taken will lead to construction of nearly 30,000 housing
units (165,000 beneficiaries) per year by private builders and
developers. ANHI has already become the largest land developer in
Morocco, producing serviced plots for nearly 18% of the total
annual housing production target (164,000 housing units). The
success of USAID's collaboration with ANHI has included
breakthroughs in 1land development and pricing policies, a
commitment for increased collaboration with the private sector, and
a recognition by GOM officials that government should get out of
the construction process.

The Tetouan Urban Development Program in northern Morocco has
created a model for local governments and specialized agencies to
address the challenges of urbanization, produce serviced 1land
affordable to low income families, and upgrade under-serviced
neighborhoods. The model has also demonstrated how local
governments can finance and deliver public services, and stimulate
the private sector to produce housing and services. USAID, through
the Tetouan Project, has taken the 1lead in introducing
privatization of public services (solid waste collection),
initiating joint public/private land development ventures and
addressing urban environmental issues. This project has had a
direct impact on 200,000 beneficiaries (80,000 persons who live in
the upgrading site and 120,000 persons who benefit from the various
land development programs).

USAID-supported housing activities have alsoc had a direct impact at
the national 1level, as evidenced by the intensity of the
Directorate of Local Governments to introduce to several other
municipalities the Property Tax Records Software System developed
for Tetouan. Also, a recent USAID-sponsored seminar on financial
analysis for central government institutions involved in 1local
government budget preparation and analysis has had an important
positive impact. In the area of environmental planning, the USAID-
financed Sewerage Master Plan for the Sewerage System in Tetouan
has introduced elements of impact analysis, an area not given
serious consideration in the past.

The impact of government policy, and USAID's contributions in this
area, have been positive. There is growing evidence that Morocco's
structural adjustment program and USAID's projects have had a
beneficial effect on export growth and investment, and thereby on
sustainable economic growth. After declining steadily between 1982
and 1987, the level of fixed investment, and most especially,

private sector investment began to expand during the last Action
Plan period. From a low of 20% of GDP, total investment recovered
to 24% of GDP, and private investment from 15% to 19% of GDP,
reflecting investor confidence that structural adjustment policies
will continue and that there will be growing opportunities to
produce for the domestic and export market. In this regard,
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exports as a whole expanded by 11% annually in dollar terms from
1983 through mid-1991. This growth was led by exports of textiles
and clothing (up at an average annual rate of 19%), assorted light
manufactures (up 16% per year), and agribusiness products (up 11%
per annum since 1983). The impact of these developments on long-
term growth has been important. However, actual GDP growth in
recent years has been uneven. Following 10% growth in 1988
reflecting an exceptional agricultural harvest and rapid growth in
export earnings, GDP increased by only 1.3% in 1989 and 2.6% in
1990. In these latter two years, external developments, including
a contract dispute with India on phosphate shipments and the
disruptions caused by the Gulf Crisis, adversely affected growth.

Increased Food Productijion

In the FY 1989 Action Plan, key elements of the strategy to
increase food production included the reinforcement of the
structural adjustment program in agriculture, improved decision-
making on agricultural investments, progress in development of new
technologies for dryland agriculture, and continued training of
agricultural sector professionals. USAID played a significant role
in providing the analytical underpinning for structural adjustment
in agriculture, which, in turn, has had a beneficial effect on
overall agricultural production levels. USAID-financed post-
graduate degree training for key individuals in the policy analysis
and investment planning areas of the Ministry of Agriculture helped
pave the way for reform.

USAID financed the original agricultural pricing and incentives
study and its 1990 update. Those analyses of Morocco's comparative
advantage, of international price trends, and the structure of
production and distribution in terms of adequacy of competition,
informed the GOM of the actions needed to limit the protection
afforded domestic production of sugar, cereals, dairy products,
meat and vegetable o0il, and the need to develop and implement
action plans for liberalization of production, distribution, and
processing for such key commodities as sugar and vegetable oil.
The GOM's 1list of 112 enterprises to be privatized, include
parastatals involved in cereal seed production and distribution,
0il seed storage, and fertilizer distribution, reinforcing a drive
to remove government from input distribution. Irrigation
authorities have also continually improved cost recovery levels by
increasing irrigation water fees and removing most cropping
requirements for irrigated agriculture. In June 1991, price
controls on fertilizer were eliminated. Irrigation authorities
also embarked on a process of gradual disengagement from the
provision of commercial agricultural services better met by the
private sector. As a result of these changes, producers have
increasingly faced economic, as opposed to administered, prices for
inputs and outputs, thus gradually redirecting production to crops
in which Morocco has a decided comparative advantage. This has
been most evident in the strong growth in agribusiness exports, up
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an average annual rate of 11% per annum in dollar terms since the
start of Morocco's agricultural adjustment program.

USAID support to the development of improved production
technologies for rainfed agriculture has been a major means of
attaining the strategic objective of increased food supply and
associated cereals marketing reforms. A recent evaluation of the
Dryland Applied Agricultural Research Project concluded that USAID
has successfully established an applied agronomic research capacity
for drylands farming systems. The project participated in or has
been wholly responsible for the development of approximately 40 new
technologies and/or improved seed varieties, a number of which
impact importantly on agricultural production in the dryland zone,
which accounts for some 50% of Morocco's rural population. (The
project has also identified genetic material now being used in U.S.
cereals breeding programs.)

In the summer of 1991, a sub-project to examine possible
improvements to cereal marketing began implementation. The
achievement of higher marketing, storage, and processing
efficiencies by reducing government intervention in cereals
marketing, will enhance farmer revenues as well as eventually lower
consumer prices.

During the FY 1989 Action Plan period, direct USAID support to the
Institut Agronomique et Vétérinaire (IAV) Hassan II, the principal
Moroccan higher education institute for agriculture, resulted in an
IAV capability to provide high-quality graduate level education in
a range of agriculture-related disciplines. This capability has
helped to lay the foundation for the long-term achievement of
USAID's strategic objective of increasing Morocco's ability to feed
itself. To date, ninety IAV faculty (of whom 10 percent were
women) have completed doctoral programs, facilities have been well-
equipped, a range of outreach and applied research programs have
been developed and are underway, and a number of institutional
linkages have been developed with U.S. institutions. IAV is now
widely recognized as a regional "center of excellence" in
agricultural education and research.

Through a PVO-administered Title II program, USAID has helped
distribute food to one million recipients in Ministry of Social
Affairs health and training centers, Ministry of Public Health
dispensaries, and Ministry of Interior food-for-work programs.
These additional food supplies helped to assure adequacy of food
among lower income and disadvantaged groups at a time when
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structural adjustment policies may have placed some lower socio-
economic groups at greater risk. This program was terminated as
scheduled and the Government has begun to re-examine activities
that provide assistance to disadvantaged groups.

Overall, there has been increasing evidence that the implementation
of liberal economic policies in agriculture, combined with
technological developments in dryland agriculture and improved
quality of personnel, are having a very positive impact on
production. Recently, average yields for cereals have been
established well above historic average levels. For example,
during the 1990/1991 crop year, Morocco experienced a record
cereals crop of over 8 million tons, a 29% increase over the
previous year. Favorable weather conditions were a major factor
accounting for the increase, but it also reflected higher per unit
yields which resulted from the development and acceptance of new
improved production technologies and crop varieties. The improved
incentive structure which has resulted from favorable policy
changes was another factor. USAID has played a very important role
in this process.

Reduced Populatjon Growth and Improved Primary Health Care

The FY 1989 Action Plan adopted a strategy of expanding and
improving public sector delivery of family planning and maternal
child health services as well as development of private sector
mechanisms to expand the availability of such services. National
immunization programs were also deemed important to raising child
survival rates and reducing child health deficiencies.

With USAID technical and financial assistance, Morocco has achieved
considerable success in the past decade in decreasing infant and
child mortality, and lowering fertility and population growth
rates. Morocco's Ministry of Public Health (MOPH) has established
a program with a comprehensive national health infrastructure, a
strong commitment to family planning and maternal and child health,
and a pragmatic approach to service delivery. The GOM's program
has used multiple outreach approaches, including household visits,
mobile units, and delivery of services at community service sites.
The outreach program, developed originally as a pilot household-
based contraceptive distribution project, has begun to provide a
national integrated package of key services: family planning,
immunization, diarrheal disease control and nutrition surveillance.
A recent USAID-sponsored evaluation of the child survival program
found consistently more favorable health practices (i.e.,
immunization, attended births, use of Oral Rehydration Salts, etc.)
and lower fertility among rural uneducated women in areas served by
the GOM's outreach program.

In addition to its own program, the MOPH has sought alternatives to
government-supported service delivery mechanisms and has encouraged
the social marketing of contraceptives and other health products
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through the commercial sector. It has also encouraged provision of
services by private providers and non-governmental organizations.

Notable accomplishments in the population and primary health fields
have included the following:

-- Using both the public and private sector, Morocco has built an
effective nationwide maternal and child health delivery
system, providing a comprehensive MCH service package to
nearly 80 percent of the population.

-- Moroccan leadership has increased high level policy and
financial support for the population and child survival
program, as evidenced by recent national budget increases for
the health sector (3.0% of national budget in 1986 to 5.6% in
1990) .

-- Vaccination coverage has surpassed the global goal of 80
percent. Ninety percent of children aged 12-23 months have
been fully vaccinated against measles, diphtheria, whooping
cough, polio tetanus and tuberculosis. The incidence of these
diseases has been significantly reduced and, in some cases,
virtually eliminated. For example, there have only been two
cases of polio since 1988.

-- The infant mortality rate (IMR) declined from an estimated 122
deaths per 1,000 live births in the early 1970's to 73 in
1989. Child mortality fell from 77 deaths per 1,000 children
aged 1-4 years to 19 per 1,000.

- Contraceptive prevalence increased from approximately 19% in
1978 to 36% in 1987; by 1991, contraceptive prevalence had
risen to approximately 40%. The total fertility rate (TFR)
declined from 5.8 children per mother in 1980 to 4.6 in 1987.
The annual population growth rate declined from 3.2% in 1980
to 2.6% in 1990.

These impressive results have been possible because the Moroccans
have placed emphasis, with USAID technical and financial
assistance, on improving access to and use of family
planning/maternal child health (FP/MCH) services, increasing
program efficiency and effectiveness, and promoting program
sustainability. Specifically, the MOPH has increased the supply of
FP/MCH services through continued support for the delivery of the
full range of family planning services and key maternal and child
health services. The MOPH has also expanded its outreach and
educational programs, and provided greater access to clinical
services, including permanent and 1long-acting methods of
contraception within the MOPH health system. Also, it has
increased emphasis on pre~natal care, delivery and post-partum
care, sexually transmitted disease prevention and control --
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including AIDS-- and other critical maternal or child health
services, such as high-risk pregnancy screening, and acute
respiratory diseases.

The GOM has strengthened key management and training units and
institutions such as the National Institute for Public Health, the
Information and Studies Service and the National Training Center
for Reproductive Health. It has also developed a plan for the
decentralization of training and research through the nine regional
centers. The MOPH has also built a logistics management system,
which effectively delivers supplies and materials to 2,200 MCH/FP
facilities throughout the country.

The MOPH has actively encouraged greater involvement of the private
sector by exploring the removal of legal or regulatory constraints,
and by promoting social marketing programs for the sale of
contraceptive commodities through the private sector and work place
services. Within the major urban areas, a social marketing program
was established for the sale of condoms, with sales reaching one
million condoms in 1990, its first year of operation, and almost
doubling in the second year of operatlon. In late 1991, the MOPH
commissioned a study to investigate further p0551b111t1es of
expanding the private health sector.

To increase program efficiency, the MOPH has improved planning and
management systems. It has enhanced the information available to
decision makers at the national, regional and provincial levels.
The GOM has undertaken major research to provide baseline data
critical to program planning, including the 1987 Demographic and
Health Survey (which will be repeated in 1992), and the 1988
National Survey on Causes and Circumstances of Infant and Child
Deaths. The GOM conducted several cost/benefit studies and
analyses of program cost effectiveness. Morocco has moved well
ahead of many countries, thanks largely to USAID technical
assistance, to improve data collection and analysis, which has
resulted in better identification of needs and targeting of
resources.

Improved Management o nexr and Natural Resources

To achieve this strategic objective, the FY 1989 Action Plan
proposed to continue USAID's efforts to strengthen energy sector
policy analysis, planning and management capacity and to increase
development and use of Morocco's renewable energy resources. USAID
completed its major interventions in energy planning, policy
formulation and demonstration of renewable energy technologies in
1990.

Over the 1989 Action Plan period, Morocco continued to maintain
energy prices at above world levels, thereby insuring that the
price mechanism provides incentive for conservation and rational
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use of energy. USAID strengthened the energy planning capacity of
the Ministry of Energy and Mines by creating an energy model to
assess impacts of different energy scenarios and by establishing a
computerized data system. Policy studies highlighted the need to
harmonize tax treatment of coal and fuel o0il so as to reduce the
uneconomic bias against usage of Moroccan refinery-produced fuel
0il and to allow importation of refined petroleum products when
their purchase price is less than Moroccan refinery production
costs. In addition, USAID encouraged senior energy sector
officials to promote independent power generation, with the result
that the Government of Morocco agreed to consider exception to its
monopoly production position to undertake purchase of power from
co~-generators and independent producers. For the latter, USAID
increased appreciation for cost savings that would accrue from
combined cycle gas turbines fueled by natural gas delivered from
Algeria under a proposed pipeline to Spain. Also, USAID assistance
was instrumental in helping to establish a Moroccan center for
renewable energy technologies, including facilities for conducting
pilot projects using wind systems, photo-voltaics to power rural
water pumps, and private sector demonstration of solar hot water
heaters. On the other hand, due to institutional weaknesses in the
cooperating ministry, USAID projects in this area were only
partially successful, and funds were de-obligated from two of the
three Mission-supported projects in the energy sector.

The continuing Energy Demand Management project has made progress
in creating a commercial sector capacity to help private industry
implement techniques to improve energy efficiency. It has already
begun to create a noticeable Moroccan private sector capacity to
conduct energy audits of industrial firms, with a number of
Moroccan engineering consulting firms having attended training
sessions. An evaluation of this project was recently completed,
concluding that a core of a national energy management capacity has
already been created by the project. 1In addition, twenty hotels
and enterprises have benefitted from energy audits, resulting in
recommendations estimated to save 6,000 tons of o0il equivalent
annually, as well as significant cost savings for the individual
firms. These savings should increase ten~fold as the project
expands the number of energy audits and improves dissemination of
energy conservation information and practices.

Implications for the Future

There is no question that Morocco has progressed economically since
undertaking a significant program of economic policy reform. It
has substantially opened its economy, making it more competitive.
It has increased economic efficiency by removing factor and product
pricing distortions, boosted exports, reduced the government
deficit, and improved financial market intermediation. Morocco has
also made good use of the Paris and London Club debt reschedulings.
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Yet, despite the laudable progress Morocco has made over the past
years, important challenges remain. With a per capjita income of
$830, Morocco has reached the status of Middle Income Country.
However, it still has a number of social indicators one would
expect to find in a Less Developed Country. For example, Morocco's
illiteracy rate, at 67%, is two and one half times higher than the
average for other Middle Income countries, and access to potable
water is little more than half that of the same group of countries.

These disturbing statistics reflect several continuing problems,
principal among which are:

- Under-investment in health, education, and housing and
governmental structures and roles which impede private
sector provision of such services

- Chronically high unemployment
- Insufficient foreign and domestic investment
- Unbalanced investment policies

- Limited access to external markets

A staggering debt burden

Clearly, these are the problems Morocco must address in the 1990's,
and depending on the country's success, perhaps beyond. Also,
these problems will clearly take on greater significance as Morocco
makes its bid to benefit from the changes taking place in Europe
which may offer tremendous opportunities, if Morocco is able to
prepare itself adequately to take advantage of the opportunities.

Given the size of the USAID program and the scale of the Moroccan
economy and its problems, it is clear that our programs cannot
completely solve problems on which we choose to focus our
resources. We are, however, addressing selected critical issues in
a number of different ways, all of which impact on Morocco's
investment policies, access to external markets, or social
infrastructure --especially in health and housing.

USAID projects can and do serve, realistically, as important
catalysts to help focus Moroccan policy in some cases, to help
break structural bottlenecks in others, to help stay the course to
implement difficult decisions, and in many cases to provide the
intellectual encouragement Morocco needs to bring true reform to
elements of its economy. 1In a very real sense, USAID is working
with Moroccans, in both the public and private sectors, on some of
the most important economic and social problems Morocco will face
during this decade.
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First, let's look at some of the areas in which USAID can be
helpful:

USAID continues to focus increasingly on opening up markets and
generating employment. For this reason, USAID has reoriented its
programs, beginning in FY 1991, to much more direct involvement
with the private sector, providing technical expertise, 1loan
guarantees, and training. While USAID will continue to work with
the public sector in selected areas, during the current Action Plan
period we are shifting to a joint private-public sector program,
with increasing emphasis on the private sector portion of the
equation. In this way, we believe we can assist Morocco in
efforts focused on market creation, exports, employment generation,
market competitiveness, and building greater efficiency into
selected public sector delivery systems.

Also, having successfully reached substantial segments of the
better educated and more urban population with its health and
family planning programs, Morocco must find ways to make services
and information more broadly available. There remain significant
urban-rural differences in the use of family planning, the health

status of children and maternal health care. Contraceptive
prevalence is twice as high among urban women (52%) as among rural
women (25%). The total fertility rate in rural areas (5.9) is

almost double that in urban areas (3.2). The infant mortality rate
is 91 deaths per 1,000 in the rural areas, as opposed to only 66 in
urban areas. More than half of urban births are medically
supervised, while only 10 percent are medically supervised in rural
areas. The statistics show about the same split for rural and
urban women who receive pre-natal care. The GOM is expected to
continue to provide a substantial proportion of these expanded
services, but it is still heavily dependent on outside donor
support. The GOM has initiated several approaches to reduce this
dependency and the burden on public resources, including revising
its health policies to emphasize cost recovery so that those who
can pay, do pay, and so that more funds are available for primary
health care. USAID population and child survival programs can help
to bring about this needed expansion of services and help Morocco
find ways to rationalize the system of long~term health care
financing.

High rates of in-migration to urban centers have created unmet
demands for low-income housing. Shantytowns have spread, but these
pay no tax revenue to municipalities, nor do inhabitants receive
even minimal levels of municipal services. There is also no
opportunity for "sweat equity" to develop from such housing since
the occupiers have no land title. Coupled with high unemployment
among the young, inadequate access to health services, the unmet
demand for Jlow-income housing creates an explosive combination
which can jeopardize many of the economic policy changes that have
been implemented. We can help alleviate some of these problems
through USAID's low-income housing projects.



26

Oon the other hand, there are a number of equally important areas in
which USAID has a very limited ability to assist Morocco:

Basic education is a key element of the social structure in need of
reform and a major infusion of investment. The Government of
Morocco simply has to do more in education in order to stimulate
further the nation's development and to provide more opportunities
to the Moroccan people. USAID does not have, however, either the
resources or the expertise to directly make a meaningful impact on
basic education, despite the importance of the problem. We do not
have sufficient historical background and language skills in French
or Arabic to address substantive problems at the primary and
secondary school level where the most difficult problems exist. We
have, however, encouraged other donors to become more involved in
the sector, especially the French, the African Development Bank and
the World Bank. In this regard, we note with interest that both
the World Bank and the African Development Bank recently agreed
with the Government of Morocco to provide the bulk of the funding
($190 million) of a $238 million basic rural education project
which will construct and provide equipment for some 250 schools in
rural areas. Several other donors are also supporting education
projects in Morocco, including the United Nations Development
Programme, UNICEF, Canada, France, and several other European
countries. Therefore, for the above reasons, USAID has no plans to
become involved in basic education, except in a relatively minor
way in health education under our health and population projects.

USAID is aware of the GOM's acute interest in creating a high
quality "American style" institution of higher education in
Morocco. This is an idea that has been taking form for several
years. A team of Moroccan experts and architects visited several
American colleges and universities in 1986 and produced
architectural plans for the proposed institution to be located at
Ifrane, some 200 kilometers (120 miles) east of Rabat. While King
Hassan II was in New York, following his state visit to the United
States in September 1991, the idea became the topic of increased
discussion. In a well-publicized interview, the King expressed his
interest in developing a university at Ifrane that would imbue
Moroccans with the skills required to participate fully in the
world of the future, and which would also serve as a Maghrebian
center of excellence where "all the brothers of Abraham" could cone
together. During the same interview, the American-Moroccan
Foundation, led prominently by Dr. Henry Kissinger, pledged to do
all possible to help make Ifrane University a reality.

USAID understands the importance such a university could have for
Morocco, particularly if the institution were developed to play a
role similar to that played by the American University of Beirut
for many years. The importance of such an institution in Morocco is
enhanced if one assumes =--as is probably the case-- that fewer
opportunities will exist for Maghrebians in the future to attend
European universities, especially in France, as Europe faces
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increasing internal pressures to reduce higher education training
opportunities for non-Europeans. Nevertheless, USAID must lock
realistically at budget and staff availabilities when assessing
whether it could offer assistance in such an area.

It is important to stress that USAID has not been asked by the GOM
even to consider higher education, or for support to help establish
Ifrane University. USAID is convinced, therefore, that except for
agricultural education, which we are phasing out in FY 1992 at IAV
Hassan II, and our training projects, USAID should not get involved
in higher education. There are several very practical reasons for
this judgment. First, development of a major higher education
institution is a 1long-term undertaking. IAV Hassan I, for
example, has been a twenty-year project. USAID has the same
experience in other countries as well. Second, creation of such an
institution is expensive, and given the size and staff make-up of
the current USAID program, it would mean dropping at least one of
our strategic objectives to make room for higher education, and it
would require staffing changes, at least to add an education
officer. Finally, given Morocco's dismal literacy rate of 33%
(half that for women), if USAID initiated a program in the
education sector at all in Morocco, basic education --with all of
its attendant problems-- probably ought to receive higher priority.

Likewise, USAID has not been able to have much direct impact on
Morocco's debt problem. USAID has raised the question of debt-for-~
development and debt-for-nature swaps with the GOM on several
occasions, but the GOM prefers to carry the debt at its rescheduled
cost, rather than "buy" it back. Such approaches would have very
little real impact on reducing a $20.5 billion debt, and involve
substantial workload and staff requirements for USAID, as new
projects would have to be created to use the local currencies.
Moreover, debt relief for Morocco is a multi-agency question for
the U.S. So far, we have not found a much enthusiasm for non-
conventional debt relief for Morocco on either side of the
Atlantic. We are, however, having some indirect impact on
Morocco's debt problem through our assistance to increase the
country's foreign exchange earnings.

In Part IV, the Action Plan develops USAID's approach in pursuing
three strategic initiatives for the first half of the 1990's: 1)
increased employment, 2) improved market competitiveness, and 3)
improved delivery of selected social services.
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USAID BTRATEGY FOR FY 1992-1995

strategic Elements of the Program During the Action Plan

Building on the success and lessons of the past, USAID has
identified, through an extended process of analysis and re-
examination, three strategic areas where it would expect to make a
positive impact in the near to medium term. An interim conclusion
on program focus was reached in mid-1990 and expressed in the
document "Programming for the 1990's: A Concept Paper " (submitted
to AID/W in June 1990). That document cited eight "areas of
involvement to achieve program objectives® (See Annex F). At about
the same time (August 1990), drawing heavily on AID/W inputs,
USAID developed a set of program objectives and progress
indicators, along with baseline data (See Annex D). During the
past twelve to fifteen months, this process of analysis and re-
examination has continued, even as the Mission experienced major
program disruptions and staff evacuations related to the Gulf
Crisis and still carried out a heavy design schedule, which moved
the program aggressively into the private sector. There now exists
a much better balance of direct USAID activities in both the public
and private sectors, aimed at achieving progress for each of its
objectives. This approach will be maintained throughout the new
Action Plan period.

USAID has simplified its strategic objectives, identifying three
mutually-supportive objectives toward which all of our efforts will
be focused. We believe these objectives capture the essence of
USAID's plans for the coming years. ’

Accordingly, USAID strategic objectives for the 1992-1995 Action
Plan period are to: . :

-= Increase Employment
-- Improve Market Competitiveness
== Improve Delivery of Selected BSocial Bervices

Clearly, these three objectives are closely inter-linked.
Increasing employment opportunities, for example, will mean little
unless Morocco is able to develop and maintain external markets.
This will require exploiting its comparative labor advantage,
tailoring production to meet customer expectations for quality and
appearance, and becoming a more efficient exporter of its products.
In other words, it must improve its competitiveness. Likewise,
increased employment depends on a healthy workforce that can depend
on adequate health services, and that has access to decent and
reasonably priced housing. Also, we have identified three cross-
cutting themes which will receive attention throughout the Mission
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portfolio. These are democratic pluralism, gender issues, and
concern for the environment. (See graphic presentation of the
overall strategy on the following page.)

USAID is convinced that these objectives are key to Morocco's
sustainable economic development, and that they are the ones in
which USAID will be most able to implement effective programs that
will have positive, measurable impact in Morocco over the life

of the 1992~1995 Action Plan. The rationale for our selection, and
the specific expectations of each of these objectives, are
addressed in the following sections.
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Focus and Rationale of the AID Program

STRATEGIC OBJECTIVE NUMBER ONE: INCREASE EMPLOYMENT

Roughly half of Morocco's labor force is employed in agriculture,
but not all of this employment is full-time, given the pronounced
seasonality of Morocco's agriculture in dryland areas and the low
level of cropping intensity in irrigated areas. As in other
developing countries, the Moroccan economy is beginning to expand
and become less dependent on farm-level agricultural production and
the rural areas as the major sources and locus of employment and
income. Despite this change, the agricultural sector will remain
a very important employer since marketing, distribution, services,
agro-processing and agro-industrial activities are beginning to
grow rapidly and become major sources of economic growth,
employment and income.

At the same time, Morocco is becoming increasingly urban, and
creating jobs for the urban unemployed has become and will remain
the most pressing social and economic challenge facing Morocco in
the near to medium term. In past years, high migration to France
and other European countries served as a safety valve for all
levels of Moroccan workers (skilled and unskilled). Now, as Europe
adjusts to the tremendous changes it is undergoing (planned as in
the EEC steps to harmonize migration laws as part of its efforts to
create a uniform market after 1992, and unplanned as in the effects
of the break-up of the USSR and Yugoslavia), the migration safety
valve is increasingly being reduced.

Based on the 1982 Census and analyses of urban-rural migration, it
is expected that more than half of Morocce's population will live
in urban areas by the mid-1990's, and as a result, population will
be growing more than twice as fast in urban areas (3.3% per annum),
as in rural areas (1.4%). Growth in the urban labor force is
considerably larger than even these population growth rates
indicate because rural-urban migrants tend to be largely male,
searching for employment. At the same time, women are increasingly
becoming active members of the labor force, resulting both from
extension of education for females and the growing opportunities
for women in such labor-intensive manufacturing industries as
textiles, garments, and agro-processing. Furthermore, based on
recent annual employment surveys, the urban unemployment rate is
now 16% and that among new entrants (the 15-24 year old category)
is 31%. With the urban labor force expanding at 4% annually, just
to keep unemployment levels as they are will require that the
Moroccan economy expand by an average of at least 5% annually,
assuming productivity improvements on the order of 1% per year.
Sustaining growth rates of this magnitude will necessitate higher
and more efficient levels of investment and increased attention to
improving Morocco's competitiveness so that it may increase sales
abroad. )
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For the 1long-term, reducing birth rates will help to solve
Morocco's employment problem. In the near term, however, the
ability of the Moroccan economy to respond adequately to the demand
for jobs is impeded by a number of economic policy and structural
constraints. These include the following:

The lack of competition within the financial sector and of
alternative instruments for debt and equity finance have led
to a high cost of financial intermediation which has raised
the cost of financing for plant and equipment and thus lowered
the rate of private sector investment and employment creation.
This is particularly true for small and medium enterprises,
which are the least able to access the capital needed to
establish or expand.

Barriers to market entry and to new business establishment and
expansion dampen the rate of new enterprise formation with
consequent negative effects on employment generation. Again,
this is particularly damaging to small and medium enterprises,
which are generally inveolved in more 1labor intensive
endeavors.

The cost of capital and labor differ markedly between the
formal, modern sector and the small enterprise and informal
sectors. In the large, modern sector, employers are too
visible and large to ignore the provisions of Morocco's labor
laws and are compelled to register and pay hefty contributions
to Morocco's social security system. Large producers are also
sufficiently well organized to take advantage of investment
incentives, which effectively exempt payment of duties on
items of capital equipment. The combination of tight labor
laws and investment tax holidays tends to skew incentives
toward capital usage as against use of more labor. At the
opposite extreme, in the informal and small enterprise
sectors, the labor code and provisions for social security are
by and large ignored. Wages are thus lower, and fuller use is
made of labor in production processes.

Skills provided by educational and training institutions do
not match employer requirements, with a resultant mismatch
between supply and demand at different skill levels. This
mismatch is now especially pronounced for managers and skilled
production workers.

Lack of information regarding investment and marketing
alternatives is another barrier. Potential entrepreneurs
simply are not equipped to take advantage of investment
opportunities because they do not know about and can not apply
the latest technological innovations.
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Over the new Action Plan period, USAID will be working to ease a
number of these constraints to employment creation through
existing and planned activities. Many of these activities are
focused on the private sector, reflecting an important change in
Morocco recently which makes possible greater reliance on private
sector remedies to the employment problem. For years the public
sector was considered the employer of choice for university and
high school graduates. That attitude is changing rapidly, offering
opportunities that did not exist previously. Paralleling worldwide
changes, entrepreneurship and related employment in the private
sector in Morocco are now seen as among the most desirable career
choices.

The Government, itself, is contributing to this new confidence that
is being placed on the private sector. King Hassan II has taken a
personal interest in reducing the current levels of unemployment.
His appointment of the National Council on Youth and the Future is
an example. This council has developed an action program to help
young, unemployed workers find jobs. The major thrusts of this
prlan are to remove barriers to new and expanded investment, improve
access to finance for new, small enterprises, and reform education
to provide new entrants with the skills they require. While
creation of this council is a recognition that the problem of
unemployment is acute, its announced solutions have so far done
little more than draw attention to the problem. The King has also
announced that the Government will find 100,000 new jobs each year
for recent graduates. In this connection, there is a push to
create new business opportunities and to find employment either in
the public or private sectors (particularly the latter) for new
graduates. Creation of the new council and the attempts to create
employment send important signals that the government considers
unemployment a serious issue. However, in the short-run, the
actions, if not handled carefully, may actually distort the job
situation by pressuring employers to hire more people than actually
needed. ,

USAID's program directly addresses in very concrete ways many of

the employment constraints Morocco is facing. The program is

designed to focus specifically on measures which will help reduce
barriers and decrease market segmentation between the large,

formal, modern sector and the small enterprise and informal

sectors. For example, the New Enterprise Development project
(NED), initiated in late FY 1991, has a policy component which will

focus on removing administrative and other barriers to small and
medium enterprise creation and expansion. NED will also expand
business services needed by small and medium-sized enterprises

(SMEs) and improve their access to credit. Also, USAID is
proposing for the Ministry of Commerce and Industry a major policy
study of industrial protection and the structure of industrial
incentives. Its results and recommendations will pinpoint
industrial policy areas that need reform, thereby reducing the:
impact of policies that impede job creation.
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A proposed Microenterprise project (1993 start) will further assist
in developing this sector by providing credit and technical
assistance to urban microentrepreneurs, with a particular emphasis
on women. Surveys show that a high percentage of microenterprises
already exists in Morocco, and that there is the potential to
expand such programs. A.I.D.'s accumulated experiences in other
countries indicate the feasibility of helping to develop
microenterprises and of putting them on a self-financing basis
after a reasonable period.

The Financial Markets project (FY 1994 start) will build upon
current efforts to help deepen and broaden financial markets and
promote such financing instruments as commercial paper, corporate
bonds, and equity issues. By creating greater competition and
alternative means of financing working capital and fixed
investment, the costs of financial intermediation will be lowered
and the incentive to invest in productive endeavors raised.

Specific programmatic objectives aimed at increasing employment are
to:

- Create and Expand Small and Medium. Enterprises (SMEs)
- Improve Access to Finance for Business

--  Expand/Strengthen Microenterprises

-~ Ease the Policy Environment for SME Investment

- Improve Business Information Services for Small and
Medium Enterprises

-~ Deepen and Diversify Financing Available for Business
Investment
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BTRATEGIC OBJECTIVE NUMBER TWO: IMPROVE MARKET COMPETITIVENESS

USAID's program is designed to help Morocco develop and maintain
its competitiveness. Relying on the internal market will not be
sufficient to provide the growth needed to absorb new entrants into
the labor market. Morocco also needs to continue to improve export
performance, taking advantage of its relatively low wage structure.
Morocco's newer exports in garments, leather goods, textiles,
agribusiness products, other light manufactures, and such services
as tourism tend to be relatively labor intensive, which gives
Morocco a cost advantage and helps to absorb new entrants into the
Moroccan labor market. Within the EEC, Morocco has benefitted from
certain tariff and entry concessions in the French market for
garments, fruit, and vegetables and, hence, enjoyed a privileged
position within that market.

In the course of the 1980's, Morocco experienced strong growth in
export industries, but the international environment in the 1990's
and beyond will make it harder for Morocco to maintain such growth.
With the creation of a uniform European market after 1992, Morocco
will lose its special position in the French market and will have
to compete against other Mediterranean suppliers in the unified EEC
market. In addition, new cost competitive suppliers are emerging
in Eastern Europe. While the creation of a uniform, 400 million
strong Eurcopean market and the emergence of market-driven economies
in Eastern Europe will mean that Morocco will face stiffer
competition in the Europe, it is also likely that these very same
developments will increase European growth and demand for imports.
To respond to these challenges and to develop new markets in, for
example, the United States, to which Morocco exports very little,
Moroccan enterprises will need to improve their marketing abilities
and competitiveness.

Until recently, Morocco has not had to work very hard to sell its
products to a limited foreign market. Because of traditional ties
to France, Morocco has enjoyed a protected niche in the French
market. Over time, however, Morocco has come to depend on the
French market, in part because of the ease of lanquage, and former
colonial ties, and also because it has been an easy market to
penetrate due to special consideration given to selected Moroccan
products exported to France. Morocco has a well-developed capacity
to produce a wide variety of products. It has skilled, relatively
cheap and abundant labor. But it has a very limited marketing
system, even for trade with France. Morocco needs to break the
past tendency to rely on France. At the same time, it needs to
aggressively develop a market system, in a number of non-
traditional countries, as well as throughout Europe. In short,
Morocco must increase its exports in the future at a much faster
pace than it has in the past.
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Developing and maintaining Morocco's competitiveness in external
markets will require improvements in many areas, the most important
of which are:

Morocco's internal markets need to function efficiently
so that raw materials, labor, capital, and other inputs
to production are delivered to producers at least cost
and output transported and marketed in external markets
at competitive prices.

Export incentives must be maintained, both in relation to
competing suppliers from other nations and in relation to
the returns gained from producing for the local market.

Marketing know~how of Moroccan exporting firms must be
improved by giving firms better knowledge of market
opportunities and expertise to access and compete in
external markets. Moreover, Moroccan product design,
packaging, and quality assurance need to meet the
standards demanded by consumers in these markets.

On the production floor, efficiency of plant layout must
be improved as well as management of equipment, raw
material, and 1labor usage, so that Moroccan cost
advantages are maintained.

Capacities to develop, adapt and improve production and
other technologies will be critical to maintaining cost
and quality advantages over competitors. In this regard,
access to foreign technology must be made easier in order
to diversify and improve the range of Moroccan products.
Direct foreign investment can play an important role in
introducing Moroccan producers into new export markets,
and inject new technology, production, and management
methods.

Human resource development in modern marketing and
business management skills need to be upgraded if
Moroccan enterprises are to identify opportunities in
external markets and produce goods and services that meet
price and quality standards demanded in these markets.

In recognition of the global marketing
strategies of firms in major trading economies
(the U.S., Japan, and Europe), Moroccan
enterprises must increase their attractiveness
for establishing strategic alliances with
those firms.

Morocco has passed and is beginning to implement a specific
privatization law, which identified 112 public enterprises to be
privatized within the next several years. These include fourteen
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financial institutions (including two of the country's largest
banks), nine sugar mills, thirty-seven hotels, and public
enterprises dominant in cellulose production, oil seed marketing,
petroleum distribution, machine tool manufacture, foundry, and
automobile assembly industries. Privatization of these state-owned
enterprises will increase their efficiency and induce greater
competition among suppliers and buyers of the goods and services to
and from the enterprises that are privatized. Many of the state-
owned enterprises to be privatized are producers of intermediate
goods, and the efficiency gains from privatization will thus
redound quickly to other producers.

Implementation of the Government's privatization program will
substantially improve the climate for private sector investment,
both domestic and foreign. Privatization will remove the threat
that the state will pre-empt for itself or compete directly in
certain areas of the economy and open new areas for private
investment. Also, by increasing the number of shares available and
distributed broadly, privatization will promote development of the
stock market and, hence, equity finance. Related measures to
create a better functioning equity market will serve to improve
access to and provide alternative means of financing for new
business creation and expansion. Further, through privatization,
actual and potential transfers to state-owned enterprises will be
reduced, thereby lowering government deficit financing needs which
crowd out credit to the private sector.

USAID is providing support to the Moroccan privatization program
through the provision of a long-term specialist, short-term
technical advisers, and training. The long-term specialist has
already helped to conceptualize exactly how the program will be
implemented and to prepare some of the implementing procedures.
USAID also plans to provide major support, beginning in FY 1992, to
Morocco's privatization efforts through non-project sector
assistance, which will assure more rapid and constant
implementation of ¢the Government's program, with consequent
beneficial effects on both internal market competition and
development of financial markets.

Through a new International Executive Services Corps (IESC)
project, assistance will be provided to firms to improve marketing,
product design, packaging, production processes, exports, and
overall management. The Trade and Investment Services component of
the IESC project will continue to provide direct assistance to help
Moroccans export to the U.S. and other markets, and to stimulate
U.S./Moroccan joint ventures.

Energy costs in Morocco are higher than in many competitor
countries and represent a considerable fraction of total production
costs. The Energy Demand Management Project is developing a self-
sustaining private sector capacity to assist Moroccan enterprises,

including hotels, to reduce their energy consumption and thus



42
improve their cost competitiveness.

On the policy level, we have already mentioned (p.35) that we will
be financing a major study of industrial protection and incentives.
This study will also assess whether current levels of protection
unduly skew the incentive toward production for the domestic market
and sustain uneconomic production. Certain results of the study
are expected to provide the analytical underpinnings for the next
round of tariff reform and industrial policy change.

The agriculture sector deserves special note with respect to
improving Morocco's competitiveness. USAID assistance to this
sector over the past several years has been devoted primarily to
education, research, and institutional development, with particular
emphasis on the arid and semi-arid areas of the country. The Hassan
II Institute of Agronomy and Veterinary Medicine in Rabat and the
Aridoculture Center in Settat are now research institutions of
regional and international acclaim. They were both supported for
many years by USAID, and are now in a position to make major
contributions to the technological advances required to make
Morocco increasingly competitive in existing and new markets.
These institutions were designed to provide their research findings
to the public sector entities which have supported them in the past
and which had the principal responsibilities and networks to
disseminate new technologies. They must now re-orient their
practices to identify and reach clients directly, with a greater
emphasis on marketing their work, in response to the demand for
commercial application of new technologies. These institutions
will have to respond to demands from the private sector, and be
able to make their research and outreach profitable. USAID has a
role in helping these institutions make the necessary adjustments,
and in getting Government to realize that questions of agricultural
productivity do not all flow through the public sector.

The Agribusiness Promotion project is a key element of USAID's
effort to help Morocco develop and maintain its competitiveness.
This project is a logical follow-on activity to the years Morocco
has devoted to agricultural research and to stimulating production.
A principal concern in Morocco now is how best to develop and
maintain markets for its increased agricultural products. The
Agribusiness Promotion project will provide assistance to Moroccan
agribusiness through seminars, applied training, and technical
assistance. 1In addition, a small grant fund will be provided to
help individual enterprises and professiocnal and trade associations
to meet international standards, develop new products, adopt more
modern processing techniques, and identify and penetrate new
markets. Analysis and dialogue will be undertaken on major policy
barriers to agribusiness growth, particularly in exports. The
ability of indigenous educational institutions to provide improved
agribusiness training and outreach services to the private sector:
will be upgraded, along with key support services (e.g., in plant
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inspection, gquality control, grades and standards, market
information) of the Ministry of Agriculture.

Training is an important element of improving Morocco's
competitiveness. Under the Training for Development project, USAID
will provide U.S. and in-country training in relevant fields to
15,000 Moroccans, the majority of whom will be from the private
sector. This new project will help to address some of the
inadequacies of training institutions in business management and
related skills. Also, USAID plans to work with the country's new
private schools, by lending support to the development of improved
curriculum and teaching methods in the host of new private sector
business, management, and other professional schools. This project
will, thus, help to alleviate the mismatch between labor demand and
supply for qualified management personnel. Special attention will
continue to be placed on training women.

The Government has recently created a new Ministry for External
Trade and a new Ministry for Foreign Investment. The Moroccan
Center for Export Promotion has been placed under new and more
dynamic leadership. USAID will selectively help these new or
reorganized agencies, as well as emerging institutions in the
private sector, to improve their abilities to attract foreign
direct investment and inform current and potential Moroccan
exporters of external market opportunities on how better to market
their products and meet foreign standards.

Finally, competitiveness requires efficiency in the use of scarce
natural resources. For Morocco to take full advantage of its
abundant low-cost labor resources, it is necessary that limiting
factors be used most efficiently. The major limiting factor on the
natural resource side is water; hence, efforts to improve the
efficiency of the use of this resource will be an important element
of program efforts to improve competitiveness. The new project in
Water and Soil Resources Conservation will serve as a model for
rationalized, efficient use of critical natural resources and the
associated commercial and economic returns.

Specific programmatic objectives are to:
- Improve Export Performance
--  Enhance Market Competition

-- Increase Competitiveness of Individual Firms

- Increase Foreign Investment
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Improve Agricultural Information Collection,
Dissemination, and Policy Development
Provide Needed Management and Business Training

Strengthen Business, Management, and Agribusiness
Training Institutions

Encourage Sustainable Natural Resource Management
Practices, Especially for Water
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STRATEGIC OBJECTIVE NUMBER THREE: IMPROVE DELIVERY OF SELECTED
S80CIAL BERVICES

Morocco does not have a consistently effective social services
delivery system, particularly with respect to education, health and
housing. This is due in part to a lack of adequate technical
skills, but also to domestic policies which are inappropriate to
provide the investment in these areas that would improve services
delivery. Clearly, social services have suffered in the past as a
result of decisions to invest scarce resources in other sectors.
While every nation must decide on the proper balance between
resources for "guns" or "butter", the choice in Morocco has often
been between "guns, butter, planes, bridges or mosques", with
"butter" --a euphemism for social services-- coming out on the
short end of the bargain. We can expect to have only limited
influence on Morocco's choice of investments, but we can --and do-~-
point out the costs to the social sector of those choices.

On the other hand, there are some things the Government of Morocco
does with the investments it makes, key parts of which would be
better left to the private sector. This is true with respect to
health and housing. Also, USAID can be of assistance in helping to
design and implement the smooth transfer of these functions to the
private sector.

In both the health and housing areas, the private sector is already
active, but it could be more so. USAID programs are helping to
transfer some of the burden for providing health and housing
services to the private sector. We are also continuing to work
closely with the public sector at the policy level to ensure that
the incentive structure supports this transfer.

Cchild Survival and Family Planning

The child survival and family planning sector touches every
Moroccan in some way. The country has made tremendous strides over
the 1last decade, but more difficult problems remain. These
problems are principally ones of long-term sustainability. One
problem is that rural areas are still relatively less well serviced
than urban areas (see charts on the following two pages). Morocco
must make a concerted effort to improve rural delivery systems.
Other difficult problems include, for example, shifting the
principal burden of supplying the increasing demand for
contraceptive commodities from the public sector to the private
sector, except, of course, for the poorer segments of the
population. Likewise, as Morocco has increased its national health
care coverage, the cost of providing these increasingly valued
services weighs heavily on the government budget. The Government
of Morocco already realizes that it simply cannot continue to carry
the burden. Furthermore, the private sector should be more of a
factor in providing these services, and individuals --who can
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afford to do so-- should increasingly bear the cost of the
services, either directly or through health care provider schemes
for which they pay. USAID believes its programs can help Morocco
access various health prov1der alternatives and begin to address in
a comprehensive way the loomlng questions of how the country can
afford to provide quality services, on a sustained basis, to every
Moroccan in need of health care.

come Housi and Urba velopmen

Housing and urban development are prlorlty sectors of investment to
assure the success of the economic and social development being
carried out by the GOM. Morocco has rapidly become an urbanized
country. In 1960, 29% of the population was located in urban
areas; today over 50% are in urban centers. By the end of this
decade, the number will rise to 60%. There are 15 cities with
populations already over 250,000 and two metropolitan areas with
populations over one million.

Investment in urban infrastructure and the resulting supply of land
served by water, sewerage, roads, and electricity are not meeting
current demand. As a result, serviced land prices have increased
rapidly to levels beyond what low-income families can afford. This
situation contributes to the proliferation of substandard housing
that characterizes much of the urbanization in Morocco. The
housing deficit in 1990 was estimated to be 875,000 units, while
the annual housing production target was established at only
164,000 units per vyear. To meet the challenges of rapid
urbanization (and provide an adequate infrastructure base to
stimulate private sector investment) and tremendous demand for
decent and affordable housing, the GOM is rapidly shifting low-
income housing production from the public to the private sector and
has decided to implement a very ambitious program of
decentralization of local government affairs. -

Private investors are unable to devote the resources and time
necessary to acquire large tracts of land for urban development.
They have neither the financial rescurces to undertake large-scale
land acquisition operations nor the patience and ability to work
directly with municipalities or local authorities to secure and
oversee the installation of roads, sewerage systems, water, and
electricity to such land. Thus, because of the long-term capital
requirements and slow turnover, these types of investments are
usually beyond the financial reach of small, private developers and
less attractive than many other types of 1nvestments. The absence
of adequate land investments to spur housing construction results
in severe shortages of serviced land, leading to proliferation of
substandard housing.

A second problem relates to the recovery of the costs incurred in
building necessary infrastructure. These "overhead" costs are hard
to recover directly from beneficiaries, particularly from low-
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income beneficiaries. The amortization of such large investments
requires the development of sufficiently large tracts of land that
medium and small scale land developers are normally excluded from

entering the process.

The GOM has struggled with both of these problems and created
several specialized public enterprises to break the impasse. These
efforts were largely ineffectual until USAID began helping
Morocco's National Housing Upgrading Agency (ANHI), charged with
assembling economically viable tracts of land, with the necessary
capital and technical know-how necessary to build the primary
infrastructure, and by introducing the systematic titling of
property. This approach has created opportunities for small-scale
private developers and builders, and begun to meet the demands of
the lower income market.

As municipalities begin to make progress in meeting the low-income
housing demand, they may have come upon a possible solution to
another, long-term, funding issue. The shantytowns constitute
illegal housing units, outside the legal Jjurisdiction of the
cities. In the city of Tetouan, for example, illegal housing
accounts for some 100,000 people, one-third of the city's total
population. Yet only 800 of the estimated 10,000 houses in the
illegal areas are on the city's tax roles. As existing houses are
upgraded and new planned neighborhoods are developed --both groups
with sewage hook-ups, roads, water and electricity-- these houses
are being registered, land titling issues are being settled, and
the houses are being added to the city's tax roles. The
inhabitants are willing to pay taxes in return for ownership and
services, neither of which they had previously. Elected officials
argue that inhabitants would prefer to pay taxes, which are less
costly than "“fees" residents must pay currently to maintain their
illegal "rights", and from which the city does not benefit.

USAID has become an important partner in helping Morocco introduce
new and effective means to support these important mandates which
also impact on other sectors important to Morocco and to USAID,
such as provision of potable water, waste management, and
increasing the availability of serviced land to the private sector.
During the Action Plan period, USAID will increase the supply of
serviced urban land for families below the median income level,
through the extension of primary urban infrastructure accessible by
these groups. Such extensions will increase opportunities for land
owners, small-scale developers and low-income households to
undertake housing construction projects. It will discourage the
proliferation of substandard housing. The construction of primary
urban infrastructure will allow municipalities to plan and control
urban development. It will alleviate much of the anarchic
urbanization which marked the past, by providing efficient
municipal services to already established informal neighborhoods.
It will provide serviced land that the private sector can develop
and market to low-income clients. The increased supply of serviced
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land is also expected to decrease inflationary pressure on land
prices and, accordingly, improve opportunities for low-income
households to access decent shelter. The effectiveness of this
approach has been demonstrated in project sites where illegal
development and land development prices have dropped dramatically
as a result of the supply of affordable serviced land.

The USAID-supported housing programs are among the most visible USG
bilateral projects in Morocco. In mid-December 1990, several urban
areas, notably Fés (some 150 miles east of Rabat) and Tangiers (on
the Mediterranean) experienced violent, although fortunately short-
lived, civil disturbances. One of the principal reasons
(acknowledged by the government) which led to the unrest was the
lack of adequate affordable housing. An important element of the
USAID program is to increase production levels of low-cost housing
in a sustainable, rational and planned way, ensuring that the
basics of water, drainage, waste disposal, and electricity are made
available at the same time. It is interesting to note that USAID-
supported housing programs in the areas of cities affected by the
disturbances, were left untouched during the disturbances. In
fact, in a recent meeting with the Governor of Tetouan, the USAID
Director was told that "not a stone was lifted" during the December
disturbances or during the Gulf War because citizens saw project
activities underway and real improvements occurring.

USAID's efforts in the housing area, supported by the Housing
Guaranty program, draw heavily on both the public sector (in the
policy arena) and the private sector (developers and builders
benefit from the availability of serviced land).

Specific programmatic objectives for improving selected social
services delivery are:

Chi urviva ‘Famj a
- == Increase Access to Health and Family Planning Services
-- Diversify Service Delivery Strategies

-- Improve Program Quality and Efficiency

Mobilize Resources for Health Care Financing
-= Increase the Role of the Private Sector

-- Implement Pilot Potable Water Activities (through Title
II/CRS and Peace Corps)

Housing

-- Increase Availability of Affordable Housing for Low-Income
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Families

Strengthen Private Developer Provision of Low-Income
Housing

Improve Local Governments' Ability to Deliver Services on
a Cost-Effective Basis

Reduce Proliferation of Informal (Sub-Standard) Housing
Settlements

Address Environmental Issues that Result from Rapid
Urbanization
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MAKING THE STRATEGY WORK
Portfolio Belection

Following the Near East Bureau's review of USAID's FY 1993 Annual
Budget Submission, the Mission Director went to AID/W in late
August 1991 to provide additional information about USAID's plans
for FY 1992 and FY 1993. The principal concern of the Bureau at
that time was that there appeared to be a proliferation of new
projects, beginning with the four new projects for which the
designs were already completed, AID/W approval provided,
negotiations conducted, and initial obligations made in FY 1991.
Subsequently, USAID reviewed each proposed activity which will
require management attention or funding during the Action Plan
period. Each activity has been assessed based on the following
assumptions:

- The strategic thrust of the USAID program will be focused in
the three areas described in this Action Plan, and will not be
expanded to accommodate other special interests. *

- Staff levels will remain at 25 USDH, 19 FNDH, and 39 FNPSC.

- Annual program levels (DA and ESF) will remain in the range of
$35-40 million.

- The Operating Expense Budget will be adequate to support the
USAID, roughly of an order of magnitude as described in the FY
1993 ABS.

-=  USAID will not need to divert any of its dollar or staff
resources to activities in the Western Sahara following
a political settlement of that issue.

As USAID continues to focus its activities in the three strategic
areas previously discussed, there will be only seven new projects
planned during the first three years of the Action Plan period.
These new projects (see chart on following page) are indicated for
three reasons: 1) the absence of a significant project mortgage at
the start of FY 1991; 2) the need for sufficient projects to absorb
a continuing projected (DA and ESF) program level of $35-40 million
a year; and 3) a desire to design projects of appropriate size,
rather than artificially large multi~faceted projects that could
absorb large amounts of funding but would 1lack effective
concentration on specific problems.
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NEW PROJECT STARTS
FY 1992-95

FY 1992

Privatization Support (Non-project Assistance)
IESC

Water Soil Management and Conservation

Water and Health - PL 480 Title II

FY 1993

Microenterprises Development
Health Care Financing

Y 199

Financial Markets
Urban Infrastructure Development/HG

£Y 1995

None

USAID has decided to move ahead with final design of a Water and

Soil Resources Conservation project, based on a series of analyses,
PID approval, and intensive discussions over the past three vears
with the GOM and AID/W. USAID took into serious account the
concern expressed about initiating this project, which has had a
long and difficult history but had been endorsed and encouraged by
AID/W management. It is USAID's conclusion that not only is the
project technically and economically sound, but that the political
costs of not proceeding with the project after gaining the specific
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backing of key GOM officials over such a prolonged period of
discussion, would be unacceptably high. It is our judgment that
another change now would significantly decrease USAID credibility
with the Ministry of Agriculture. Moreover, the project will be
a discrete, region-specific effort, but with rich potential for
nationwide replicability. 1In this respect, the potential benefit
to Morocco is enormous. Following the Bureau's approval of the
revised PID in the summer of 1991, a Project Paper design teanm
arrived in Morocco in mid-September 1991; and, the project has
reached the final stages of design and discussion with the GOM.
USAID expects to be ready to obligate the project in mid-Fy 1992,
using funds we intend to de-obligate from the Morocco Locust
Control project (Project 608-0196).

We have also decided to move forward with the PL 480, Title II
monetization Water and Health project. USAID demonstrated in 91
State 6704 and 92 State 8866 that this project supports USAID's
emphasis on child survival under the strategic objective of
improving the delivery of social services. It will contribute to
increasing <child survival, reducing «child morbidity and
restructuring the health care system. The project is also directly
responsive to a recent request by the Prime Minister of Morocco
(made to Administrator Roskens during his visit to Morocco in June
1991) to help address the problems of basic health education and
sanitation. This project can be seen as a timely response to the
GOM's request. In addition, this is the only project in which both
an American Private Voluntary Organization =--Catholic Relief
Services (CRS)-- and the Peace Corps are jointly involved. Their
participation in this project is important, since the bulk of
project implementation will fall to them, particularly to CRS,
thereby reducing USAID's workload to the bare minimum.

The role of CRS in this project deserves particular note. Despite
the fact that CRS has extensive experience in Morocco, this is not
an easy country for American PVO's working in development. Few
American PVO's maintain offices in Morocco, and local PVQO's are
encouraged only if there is considerable Government control. Yet,
CRS has maintained offices in Morocco since 1956. It was able to
develop systems for financial and project control for the PL 480
Title II Compensatory Food Program, which has just terminated, and
will build upon these systems to implement the Water and Health
project. Given past experience, we are confident that CRS will be
able to effectively manage the project with minimal oversight from
USAID. Moreover, USAID wants to support independent PVO activities
in Morocco that are consistent with our strategic objectives. We
believe it is in the interest of Morocco and the U.S. to facilitate
a continuing CRS role in important development activities in
Morocco, a category into which the CRS Water and Health project
clearly falls.

In further assessing our plans since preparation of the Annual
Budget Submission in mid-1991, USAID has concluded that despite
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months of discussions with the Government of Morocco concerning
health care financing issues, we cannot begin the new Health Care
Financing project in FY 1992, as planned. Because of the
complexity of the subject matter, it will be necessary to delay the
start-up of this project for at least a year, which will allow the
Mission to learn more about the existing health care financing
system, and how we can best focus our assistance to address these
problems. Three studies of the status of health care financing in
Morocco will go forward and will be completed during FY 1992. The
studies are: Private Medical Sector Study, Health Insurance Sector
Study, and Pre-feasibility Study on Managed Care.

At the same time, USAID will continue discussions with the
Government of Morocco about a basic health education prevention
proposal (estimated by the GOM at $100 million over 5 years) which
was submitted to the AID Administrator by the Prime Minister of
Morocco during the Roskens visit to Morocco in June 1991. We have
advised the Prime Minister that we can address problems of
preventive health care under child survival activities of our
existing Population and Child Survival project which includes
programs to improve the health delivery system in Morocco. We have
also pointed out to the Prime Minister and to other members of the
Cabinet (the Minister of Economic Affairs and Privatization, and
the Minister of Health) that the types of interventions addressed
in the GOM proposal shcould not be very expensive, certainly much
less than the proposal indicates. However, it is very clear that
the GOM wants to continue a dialogue with USAID on basic preventive
health and on maintaining historic U.S. economic assistance levels
in Morocco as other programs ~-such as food assistance-- phase out.

While we must await the outcome of the three studies and of the
continuing dialogue concerning basic preventive health, we plan to
amend the Population and Child Survival project, expanding the
existing health financing component and expanding the child
survival activities to include more of an emphasis on basic
preventive health. The amendment will address decisively the Prime
Minister's concern by placing greater emphasis on basic preventive
health, using whatever additional funding that materializes in FY
1992. Accordingly, we will delay beginning a new Health Care
Financing project until FY 1993.

USAID has decided not to proceed with development of the
Commercialization of Agriculture Project (No. 608-0221). There
will, however, remain the need to assure the continuing development
and dissemination to the private sector of new technologies
required to achieve and maintain competitiveness in the
international marketplace, along with a real interest in the supply
of new technologies on the part of the private sector. This
constitutes an area of opportunity which USAID will explore,
perhaps through modifying the new Agribusiness Promotion project
(608-0210) to include a specific focus on technology development
and diffusion. We would not anticipate such a modification,
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however, until FY 1994.

USAID has also decided to delay the start of a new Financial
Markets project until FY 1994, rather than begin it in FY 1993. We
also believe this will be another a prime candidate (after the FY
1992 start-up in privatization) for wusing the non-project
assistance modality, which will permit us to engage the GOM on
specific policy issues. This possibility will be discussed with
the GOM over the coming months, but we do not anticipate full
negotiations to begin on a new Financial Markets project until FY
1993. Since the issue of financial markets is such a major part of
our strategy, we have, however, already begun significant
assistance in this important area. Under the Economic Policy
Analysis project, we commissioned three important and influential
studies --one on financial market options, another on revising the
Casablanca Stock Market, and a third on creating a secondary debt
market. We are also in the final stages of selecting a long-term
financial markets advisor who will oversee several important
additional studies and supervise critically needed training. To
maintain this momentum, we anticipate amending the Economic Policy
Analysis project, adding additional funding to pursue the financial
markets issue, and extending the project two years to the end of FY
1994.
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RESOURCE REQUIREMENTS - FY 1991-FY 1995

($000)
Account/Project, Title 1991 1992 1993 1994 1995
ARDN L :
136 Dryland Agriculture 6,193 4,900 1,507
160 Agriculture Institute 807
182 Ag. Planning & Statistics 600
210 Agribusiness ('91) 18,300 * 5,441
POP e
198 Population/Child Survival 4,500 2,700 8,193 3,259
207 Health Care Financing ('93) 9,800 12,000 3,300
CS ' : . .
198 Population/Child Surviva 2,000 2,300 3,500
sSDhaA
213 Water Resources (*92) & 4,000
219 IESC ('92) 2,000 3,000
220 Urban Infrastructure ("94) 4,000
Sub-Total DA ' . 31,800 12,500 - 23,000 20,000 15,000
APPL'S 12,500 23,000 20,000 15,000
Economic Support Funds
191 Economic Analysis Support 1,720
193 Energy Demand Management 2,000
198 Population/Child Survival 5,000
204 New Enterprise Development ("91) 14,000 5,000 2,000 4,000
208 Training IV (*91) 3,000 7,280 3,000
214 Studies and Support (*91) 3,000 2,000
218 Microenterprises 2,000 3,000
Non-Project Assistance (*92) 9,000 8,000 8,000
217 Financial Markets ('94) 10,000 8,000
Sub-Total ESF- 20,000 25,000 15,000 20,000 20,000
APPL'S 20,000 25,000 15,000 20,000 20,000
TOTA 1,000 35,000

"

Inciudes $8.3 million in re-ob from Supp. Irrigation.

** USAID plans to re-ob $8 million in de-ob from Locust Project.
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MORTGAGE ANALYSIS ($000)

Authorized | Obligated | FY 91 Mortgage | - FY 92 Mortgage | FY 93 Mortgage | FY 94 Mortgage FY 95 Mortgage
Project or Thru - Oblig End " Oblig End Oblig End Oblig End . Oblig End
Planned FY 90 FY 91 FY 92 FY 93 FY 94 FY 95
136 Dryland Ag 50,000 37,400 6,193 6,407 4,900 1,507 1,507 0 0 0 0
160 Agronomic Institute 28,508 27,701 807
182 Ag Planning & Stat 12,567 12,567 600
‘191 Econ. Policy Anal 8,600 6,880 1,720 1,720
193 Energy Demand Mgt 7,000 5,000 2,000 2,000
198 Pop & Child Survival 46,000 9,573 6,500 29,927 10,000 19,927 11,693 8,234 8,234 3,259 4,975
204 New Enterprise Dev. 25,000 14,000 11,000 11,000 5,000 6,000 2,000 4,000 4,000 0
207 Health Care Fin 30,000 9,800 20,200 12,000 8,200 3,300 4,900
208 Trgn for Dev 28,000 3,000 25,000 7,280 17,720 17,720 17,720 3,000 14,720
210 Agribus Promotion 30,000 18,300 11,700 11,700 11,700 11,700 5,441 6,259
213 Water Res. Management 12,000 ()] 4,000 4,000 4,000
214 Studies & Support 10,000 3,000 7,000 7,000 7,000 7,000 2,000 5,000
215 Privatization Sup 25,000 9,000 16,000 8,000 8,000 8,000
217 Financial Markets 26,000 10,000 16,000 8,000 8,000
218 Microenterprise Dev 14,000 2,000 12,000 12,000 3,000 9,000
219 IESC 7,000 2,000 5,000 5,000 5,000 3,000 2,000
220 Urb Infra Development 5,000 4,000 1,000
TOTALS 51,800 94,754 | . 37,500 93,854 38,000 99,854 40,000 90,854 35,000 54,854
"9

USAID plans to re-ob $8 million in de-obs from Locust Project.
Includes $8.3 million re-ob from Supplemental Irrigation Project.
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Cross-Cutting Concerns

Democratic Pluralism

The dual nature of the political system in Morocco has already been
described, pointing out that major decision making is still firmly
centered in the Palace, despite the co-existence of a Prime
Minister and cabinet ministries. The Ministry of Interior appoints
provincial governors, although municipal councils are elected.

There is some change underway, albeit slowly. The Government of
Morocco has begun a new program, providing local governments with
additional funding, staff and authorities to allocate and expend
resources for public services. The King also indicated recently
that Parliament is to be given an increased voice in the central
government. For the first time since the early 1960's, the
Parliament was permitted in May 1990 to hold a vote of censure of
the Council of Ministries. Although the motion failed, the
televised debate in the Parliament and the editorials in the
opposition press were unprecedented in Morocco.

National elections were to have been held in 1990, but were
postponed for 2 years by a referendum initiated by the Palace. 1In
explaining this action, the Govermment indicated that the delay was
motivated by a desire to provide adequate time to resolve the
status of the Western Sahara by a UN-organized referendum. This
would permit "all Moroccans" (including Saharans) to participate in
the next elections. King Hassan II completed an extensive tour of
the Sahara in the summer of 1991, and an official cease-fire
between Morocco and the Polisario went into effect in early
September 1991, The long-awaited referendum on the Sahara is
scheduled to take place in January 1992.

There are also other indications that the King wants to improve
Morocco's human rights situation. The King created a Consultative
Council for Human Rights in April 1990, although it has yet to
publish a report of its findings. In August 1991, the GOM
released a number of political prisoners, some of whom had
reportedly been held for several years. The following month, just
prior to making a state visit to the United States (the first in
ten years), he released a notable dissident, who had been held
under house arrest for nearly seventeen years. Furthermore, the
King has made himself available to numerous public interviews
recently with European and American media, in which he has been
quite willing to discuss human rights issues, as well as to discuss
other criticisms of his regime.

As it implements its strategy during the Action Plan period, USAID,
within a Country Team context, will enhance its Democratic
Pluralism Initiatives (DPI) strategy. We have developed and are
already implementing a number of elements of this strategy. Much
of USAID's project portfolio is designed to increase participation
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in decisions that affect the lives of the beneficiaries of these
projects. For instance, USAID is very much involved in a wide
range of activities related to expanding the freedom of economic
choice of Moroccans, through several projects. For example,
USAID's emphasis on the private sector is specifically designed to
eliminate barriers that will increase the number of groups and
individuals who have previously been excluded from full and active
economic participation. The New Enterprise Development, Training
for Development, Morocco Agribusiness Promotion, and Export
Promotion projects, all contribute to this goal. USAID's Housing
Guaranty programs help to improve access of Moroccans to housing
and help give substance to decentralization. 1In the health and
family planning area, the primary purpose of USAID assistance is to
provide individuals, particularly women and children, with greater
choice of and access to medical services. USAID training programs,
which sponsor 300~-400 people each year in a wide variety of fields,
and our encouragement of women into all aspects of economic
endeavors, lead directly to increased opportunities and enhanced
social mobility. These are all elements of our DPI strategy, which
contribute to a more equitable and open society.

In addition, we plan to follow up on the openings the Government of
Morocco has made recently in this important area. One step will be
to participate, along with the Embassy and USIS, in supporting a
Rule of Law Conference which is being organized for January 1992 in
Tunisia. We believe this is a good topic around which to engage
the Government of Morocco on DPI. The conference should also be a
good forum in which to expose key Moroccans to DPI issues. Another
step for USAID will be to commission a study of the Moroccan legal
and judiciary system. The findings of the study are expected to
provide much of the input we will need to more precisely articulate
a comprehensive DPI strategy. It is our belief, to be verified by
the study of the legal system and practices, that we can refine and
continue to implement a. DPI strategy which highlights specific
interventions of existing or planned USAID projects. We do not
believe it necessary, nor do we believe it would be effective, to
develop a free-standing DPI project. Yet, we believe strongly that
both the economic and political systems must continue to liberalize
if Morocco is to experience genuine economic and social development
for a greater proportion of the Moroccan people. Greater
participation is also needed if Morocco as a nation is to continue
to develop effectively as a strong competitor for a share of the
new European Market and for non~traditional markets in the U.S. and
elsewhere.

Gender Concerns

USAID ensures that all its economic development programs help to
increase the participation, effectiveness, and potential of women
in realizing development objectives in Morocco. This is a
principal concern throughout the USAID portfolio, as we strive to
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make sure that women in both rural and urban areas are active
participants and beneficiaries of initiatives in all subject areas
and locations.

One of the principal ways that USAID promotes the role of women is
through various training prograns. USAID has successfully
negotiated an agreement with the Government of Morocco, requiring
that at least 30 percent of all training candidates, both from the
Government and from the private sector, be women. The Canadians
have followed the USAID lead by adopting the same policy.
Recently, USAID explained the policy to a representative of the EEC
who expressed interest in adopting a similar approach for EEC-
supported development programs. USAID currently has two projects
devoted exclusively to training: the Sector Support Training
project (which will terminate in 1993), and the eight-year Training
for Development project which began late in FY 1991. 1In addition,
most of the Mission's other projects have various levels of
specialized training components. We apply the 30 percent rule
across the board to all training activities.

In the social services areas, women are important beneficiaries, as
well as deliverers of services. Women with children are the
principal focus of USAID programs in the health and population
sector. The main objective of the Family Planning and ¢Child
Survival project is to improve the health of women and their
children and, by so doing, remove one of the key constraints to
women's more active participation in the economy. The project has
now been extended nationally, touching virtually all the populated
areas of the country and providing services and information to
women living in rural areas as well as in urban areas. 1In the
housing sector, USAID gives priority to housing issues which affect
women, particularly women who are heads of household.

USAID also ensures that women participate in and benefit from
development activities promoted under our expanding private sector
programs. These programs give specific attention to improving
women's ownership, management and employment in small and medium
sized enterprises. They increase women's access to credit, market
information, and business advisory services for a variety of
enterprises, particularly those which are export-oriented. These
programs also provide opportunities for women to participate in
business development training available under the Training for
Development, the Moroccan Agribusiness Promotion, and the New
Enterprises Development projects. To target more precisely
opportunities that will maximize women's access, participation, and
benefits from the private sector, USAID commissioned a study, to be
conducted in FY 1992, to look specifically at business activities
under two of USAID's new projects.

At a policy level, USAID is commited to carry out several studies
and analyses which will attempt to identify and recommend measures
to remove administrative and other barriers to small and medium
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sized enterprise creation and expansion. The results of these
efforts should focus specific attention on reviewing economic,
financial and legal barriers which specifically affect women's
control and access to resources .

As part of USAID's monitoring and evaluation system, we maintain
gender-specific data. These data are tracked through contractor
work ©plans, Project Implementation Reviews, Mission Impact
Statements, and evaluations. This permits effective disaggregation
of project elements so that USAID can measure and demonstrate the
impact of project implementation, by beneficiary group, and by
gender.

Increased women's participation in the development of Morocco is a
constant concern. We ensure that the issue is actively addressed
at all levels, with Government and with private sector groups.
USAID is convinced that it is more effective to integrate gender
concerns in all aspects of our programs than to develop separate
"women's" activities. The message that we constantly reinforce is
that USAID-supported projects encourage the involvement of Moroccan
wonmen, enhance their economic and social opportunities for improved
livelihood and well-being, and strengthen women's capacity to make
full use of their productive potential. We are alsc convinced that
Morocco needs the fully developed potential of all its citizens,
and we intend to make these opportunities available to the maximum
extent possible in all development program activities, regardless
of gender.

Environment
Mission environmental activities are designed to accomplish two
main objectives: (1) to mitigate any potential adverse

environmental impacts resulting from Moroccan bilateral program
activities; and, (2) to promote a better appreciation for and
application of sound environmental policies, practices and
procedures among both public and private sector Moroccan
development counterparts and project participants. Thus, USAID's
environmental program consists of a number of small-scale
interventions being undertaken as integral components of priority
program activities, rather than stand-alone environmental projects.
USAID believes that this cross-cutting approach towards the
environment is appropriate for Morocco, given competing program
priorities and current Moroccan capacity and resource constraints
for addressing environmental concerns. Examples of this approach
include: the environmental mitigation and awareness-building
components for the new Moroccan Agribusiness Promotion and New
Enterprise Development projects, the environmental impact
assessment component of the Tetouan Urban Development Sewerage
Master Planning activity, the Tetcuan Program Solid Waste
Management and Land Use Planning work, the pesticides disposal and
environmental monitoring/research components of the Morocco Locust
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Control project, and various smaller training and assessment
activities.

In addition to this cross-cutting approach, USAID has two projects
which specifically address environmental resource issues. These
are the private sector-oriented Energy Demand Management project
and the new Water and Soil Resources Conservation project, through
which, as a result of the critical importance to Morocco of the
natural resources in question, i.e., energy and water,
respectively, USAID has opted for a more visible and direct
approach.

Management Concerns
staffing

As in any organization, this USAID's staffing levels relate
directly to program content, the level of assistance resources and
management responsibilities. Any reduction in staffing levels
necessitates a decrease in the aforementioned functions. That is
a simple fact of life and a dictum of responsible management.

To fully appreciate USAID's staffing during the current Action
Plan, one must look first at the numbers and skills mix of USAID,
and the changes which have occurred over the past several months.
In FY 1990, USAID had a total of 29 USDH, 19 FNDH, and 38 FNPSC.
These numbers, however, mask the fact that during the year, the
Mission experienced a turnover in USDH personnel of 8 out of the 29
positions (when the period is extended by six months -- to include
the last quarter of FY 1989 and the first quarter of FY 1991-- the
turnover jumps to 15 out of 29, or 52%). In one of these changes,
we dismantled the USAID Energy Office and deleted the Energy
Officer's position, after phasing out most of the energy portfolio.
We also deleted an engineering position, greatly strengthened our
private sector capability and added a number of project development
officers, placing greater emphasis on project design capabilities.
Thus, the transition left the USAID much better able to design and
manage its project portfolio, even as a number of new projects were
added.

In FY 1991, other important changes in "personnel mix" took place.
These changes resulted from the following: a) shift to a heavily
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private sector oriented program, b) the phase-out of USAID
involvement in PL 480 Title I (dictated by new legislation), c) and
the planned completion of the PL 480 Title II Compensatory Feeding
Program. As a result, the Food for Peace Officer's position was
deleted. In addition, the Regional Legal Advisor position was
transferred to Tunisia in order to afford USAID more flexibility to
reassign USDH positions to address key program and management
constraints. In summary, not only has the level of USDH has been
reduced to 25, but the skills currently on board are much better
suited to the requirements of this Action Plan.

USAID is proposing to use non-project assistance for the first
time, beginning in FY 1992. It is a modality that has been
discussed several times for Morocco, but never used. However, we
are now looking to the use of non-project assistance as a
relatively fast-disbursing mode of assistance which may reduce the
number of USDH employees needed to implement programs in the
future. We do not want to create an unwarranted impression by
assuming that the use of non-project assistance will necessarily
result in the need for fewer Direct Hire or contract employees. It
will not, at least not in the near term. However, the strong
possibility of a smaller staff requirement for non-project
assistance as a future way of doing business in Morocco warrants a
close look at this modality. The design of the activities for
which non-project assistance would be used is important. In the
case of privatization, implementation of this non-project
assistance will still require a high level of direct involvement by
USAID, but it is being designed in such a way that USAID will be
able to manage it without need for additional staff. Also, in this
case the Mission is able to take advantage of a strong working
relationship which has been developed between USAID staff and key
Government of Morocco officials who are expected to make this
activity work smoothly. Another possibility for use of non-project
assistance is for the planned Financial Markets project (FY 1994
start).

USAID, like most AID missions, has a long history of working with
the public sector. Traditionally, all projects have been designed
and implemented through a government entity, even those which
supported the private sector. USAID plans to continue working with
the public sector in the future, but, at the same time, we are
exploring a number of assistance modalities which may result in
lower staff requirements. One such modality is the use of sector
assistance, already discussed. Also, beginning in FY 1991, a
distinct relationship has been formed directly with the private
sector, with new implementation mechanisms which may have some
impact on future staffing requirements. For example, the New
Enterprises Development, the Morocco Agribusiness Promotion and the
Training for Development projects will be administered by steering
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committees comprised of significant private sector representation.
These committees form key elements of the new projects, taking
responsibility for important decisions. Clearly, these are
"private sector" projects because the benefits flow to the private
sector, not because of the make-up of the committees. However, it
is still unclear exactly how these new project administration
mechanisms may impact on future personnel requirements.

Operating Expenses

As with staffing, minimum Operating Expenses (OE) resources are
required to carry out the tasks assigned. Without these resources,
USAID cannot fulfill its mandate as assigned by AID/W and as
required in a Moroccan context. With this very much in mind, USAID
has sought to achieve maximum efficiencies in its operation.

The Operating Expense Budget, as projected through 1994, is
realistic. Most of the costs are fixed, and reflect the number of
people =--both Moroccan and U.S.-- we believe necessary to
effectively manage a DA/ESF program of $35-40 million annually,
plus a PL 480 Title II program and a Housing Guaranty program. The
number of personnel required has been conservatively estimated
since both the number of USDH and FNPSC are reduced during the FY
1991-1994 period from the base year of FY 1990. Close examination
of the numbers reveal that the majority of cost increases over the
five-year period are related directly to USDH and contractor
personnel (see chart below).

OPERATING EXPENSE BUDGET ($ THOUSANDS)
1990 1991 1992 1993 1994

2,794.00 3,229.00 2,835.00 3,348.00 3,720.00

USDH 418.3 798.4 488.4 643.0 807.5
FNDH 403.4 447.0 515.0 568.7 626.9
CONTRACTORS

PERS. 498.4 548.0 679.7 761.8 843.3
HOUSING 446.2 483.7 515.8 555.5 592.6
OFFICE OPS 1,146.2 1,201.4 1,008.0 1,085.4 1,163.1
NXP 313.7 213.9 91.2 229.1 217.0

FAAS (432.7) (463.3) (463.3) (495.7) (530.4)
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NUMBER OF PERSONNEL

%990 1993 1992 1993 1994
USDH 27 25 25 25 25
FNDH 19 19 19 19 19
FNPSC 41 37 39 40 40
USPSC - 2 1 2 2
TOTALS 87 83 84 86 86

These costs reflect the movement of people and effects, increases
in education allowances as well as a recent State Department
decision to approve Morocco for "R and R" travel. The contractor
personnel costs are primarily a result of a major revision of the
local compensation plan which increased some pay levels as much as
45%. These costs, however, also reflect the addition of two FNPSCs
in FY 1992 and another one in FY 1993, as USAID indicated in its FY
1993 Annual Budget Submission (July 1991).

Monitoring and Evaluatjion

USAID has several levels of project monitoring and evaluation,
which provide the basis for assessing whether projects are being
effectively implemented or are achieving their objectives. These
processes also yield valuable information for the design of new
activities.

Monitoring

Monitoring is the set of activities which USAID Project Officers
use to determine if a project is proceeding as planned. The
project officer is the key person in this process. The Project
Officer depends on the Project Paper, the Project Agreement,
Project Implementation Letters, contractor workplans and reports
(if a contractor is involved), fregquent contact with GOM or private
sector personnel involved in project implementation, and frequent
site visits to help assess whether a project is proceeding as
planned. It is the project officer's responsibility to keep
Mission management appraised of project progress, and to alert
management of significant developments, whether positive or adverse
to project implementation.

The Mission conducts formal semi-annual Project Implementation
Reviews, usually in October and April, to review the progress of
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each active project within the mission. Both the Director and
Deputy Director are actively involved in these reviews, and the
Mission assesses the impact of these projects in achieving
strategic objectives. A report of the fall review is forwarded to
AID/W for information, as a way to keep the Bureau current on
project implementation.

Evaluation

At the project level, each year the Mission prepares an Evaluation
Plan, normally included as an integral part of the Annual Budget
Submission. The evaluations are planned such that each project is
evaluated at least once during its life. Often there is at least
one interim and a final evaluation for each project. Interim
evaluations are carried out to measure progress in achieving
important benchmarks during the life of a project, at which point
the Mission may wish to assess whether conditions are continuing or
developing that are conducive to realizing the project's purpose,
or whether we need to completely re-think a project concept in
response to changing conditions. Both the interim and final
evaluations are often conducted by external evaluators, since USAID
wants to obtain the most objective assessment possible. As a
general rule, we also try to ensure that Moroccan experts are
members of the evaluation teams. The exceptions are in cases where
Moroccan expertise is not available in one of the required
disciplines .at the time the evaluation is to be conducted. USAID
looks to these evaluations for much of the input needed to make
decisions about continuing projects, to modify a particular project
approach, to identify issues for further study or analysis, and to
identify problems or issues for which new USAID-supported
activities are likely to be particularly well or ill suited.

At a more programmatic level, the evaluative document is a semi-
annual Mission Impact Statement (MIS), which will be prepared for
the first time in January 1992. These documents (to be available
in cable form) are planned for each January and June, and will
provide a critical assessment of progress made (or lack thereof)
against the Mission's programmatic objectives which are projected
in the Annual Strategy Statement (or Action Plan). The MIS will
provide the Mission, and AID/W, with a ready tool for measuring in
the short-term whether implementation of the Mission's project
portfolio is having the desired impact on the programmatic
objectives on which the Mission expects to be assessed. This will
constitute, in effect, a first-line "impact" assessnent.

In short, it is largely through evaluations that USAID is able to
demonstrate the wvisjible impact of its development strategy and
whether the results of USAID initiatives merit the expenditures of
U.S. tax dollars.
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Donor Coordination

Formal donor coordination does not exist in Morocco. Nonetheless,
there is a fair amount of informal coordination and most donors
have a good idea of the interests, if not the exact assistance, of
other donors.

Shortly after arriving in Rabat in the fall of 1990, the Mission
Director made a point of calling on other donors and attempting to
increase the level of coordination. This effort has so far met
with only limited success. While most donors are comfortable with
occasional one-on-one meetings and have agreed --in principle--
that closer coordination is desirable, they have not been very
responsive to specific requests for exchanges of information. None
has been receptive to multi-donor meetings, even small ones. The
EEC, in fact, has its own Community-wide meetings, but has made it
clear in the past that these meetings are not open to non-EEC
members and that they are not interested in active other donor
coordination. While we have met with the French, at our request,
it seems clear that we are unlikely to get much beyond rather
perfunctory exchanges. We are hopeful, nonetheless, that as the
EEC begins a new multi-year program in Morocco, under a new
director, we will be able to develop a more cooperative
relationship. Initial contacts have been promising in this regard.

Still, a reasonable amount of donor coordination does take place in
Morocco. For example, we meet frequently with the World Bank at a
number of levels. We see the Bank's Program Coordinator for
Morocco whenever he visits Morocco, or when top Mission
representatives are in Washington. We also meet regularly with
most World Bank Assessment teams when they visit Morocco, either
through USAID technical offices, or through various staff offices.

Also, there is a 1large amount of informal, working 1level
coordination with other donors. The most frequent exchanges take
place between USAID technical staff and Bank Appraisal or Technical
teams working on or developing projects in areas where USAID is
active. In the health and population fields, for example, USAID
technical officers meet regularly with WHO, UNICEF, UNFPA, UNESCO,

and World Bank teams. Health officers also have contact with
bilateral donors, such as the French, Canadians, British, and
Japanese. Other offices follow similar patterns. In the

agriculture and natural resources areas, USAID technical officers
meet frequently with World Bank officials on a variety of topics
including irrigation, forestry, watershed management, environment,
and pest and pesticides control. In the Housing and Urban
Development area, USAID has established very open and direct
channels of coordination with Caisse de Dépots de la France, which
is the primary conduit of French government technical assistance to
the Moroccan Municipal Development Bank, and with the Caisse
Central de Cooperation Economique, which has launched a new program
in private sector investment promotion. We also meet on specific
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issues with the International Monetary Fund, the Germans (GTZ, the
Fredric Ebert Foundation, the Hans-Seidel Foundation), and the
African Development Bank.

We have begun to work increasingly with the Maghrebian countries on
regional activities such as a Maghreb-wide vaccination campaign,
and conferences on "Safe Motherhood", and "Acute Respiratory
Problems". USAID recently funded the participation of Moroccan
women in a women's conference which brought together women from
Algeria, Tunisia, and Morocco. We are also planning to fund
Moroccan participants to a Maghrebian "Rule of Law" conference
which is to held in Tunisia in January 1992. We also work actively
with the Algerians who fund a number of training programs for
Moroccans.

This coordination is very important. USAID has earned a reputation
over the years of being knowledgeable in Morocco about a wide
variety of development issues, so the World Bank and others seek
out USAID to elicit our views. The growing participation in
regional issues affecting Morocco is also important. Both give
USAID an oppeortunity to exchange information, so that both we and
others have a better idea of the full range of development
activities, the critical problems facing Morocco, and their
probable solutions. It also ensures that duplication of effort is
kept to a minimum and that scarce resources, regardless of origin,
are put to best advantage.
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FOOD ASSISTANCE
PL 480 Title I

Oon January 1, 1991, the U.S. Department of Agriculture (USDA)
assumed full responsibility for Title I programs worldwide. USAID
continues to monitor levels of Title I in Morocco as a key part of
U.S. Government economic assistance and in terms of its impact on
the agricultural sector. However, as instructed by AID/W, we do
not participate in USDA's administration of the Title I program in
Morocco.

It is of note that, even though there was no "Self-Help" agreement
negotiated in 1991, the GOM procedures on utilization of local
currencies continued to be followed. That is to say that
procedures worked out under previous Self-Help agreements to ensure
that USAID-funded projects were provided sufficient local currency
to operate effectively are still being followed by the GOM.
However, the Self-Help agreement no longer serves as an instrument
through which important changes can be introduced, negotiated, and
respected such that changes once made will be implemented
effectively. '

In 1987, USAID was able to successfully negotiate and begin
implementation of a Section 108 program. It is, in fact, one of
the few successful Section 108 programs AID has been able to
develop anywhere in the world. By the end of this year, we expect
to have up to $3.5 million in local currency repayments from
commercial banks participating in the program. These funds will be
reprogrammed for further on-lending by banks for mutually agreed
development activities.

'PL 480 Title II

Compensatory Food Program

The Compensatory Food Program (CFP) has been an important resource
for the USAID/Morocco program. It began in 1987 and is managed by
Catholic Relief Services. The program was designed to protect the
poor throughout Morocco from the negative effects of the
Government's structural adjustment program, and was launched in
cooperation with the World Bank. Over $58 million of Title II
commodities were imported for distribution to almost one million
poor Moroccans, Food delivery under the Compensatory Food Program
was completed in FY 1990, but a declining quantity of Title II food
was distributed in FY 91 and into FY 92 as part of a phase-out plan
agreed with the Moroccan Government. No additional Title II food
will be distributed under this program beyond FY 1992.

Another 63,000 metric tons of Title II wheat was sold to provide
$10 million in local currency for program logistics and management
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as well as to improve the Moroccan Government's capacity to provide
high quality social services for the poor. CFP local currency is
supporting the following two activities:

- The Ministry of Public Health is developing its nutrition
education program with $440,000 in CFP local currency. The
Ministry is researching and preparing a media campaign
promoting breast feeding and child growth surveillance.
Monetization funds are also paying for the repair,
disinfection and equiping of fourteen provincial warehouses
used to hold weaning food, the training of central office and
field personnel, and the supervision and evaluation of the
Ministry's program for +the prevention of nutritional
deficiency diseases.

- The Ministry of Handicrafts and Social Affairs is benefitting
from CFP local currency in its efforts to improve resource
management, create a rational social welfare investment model
and provide graduates of vocational training centers with the
skills demanded by private sector employers. The Development
Support Fund (DSF), as this $2.5 million effort is known, will
finance the development of 24 model centers. Through training
sessions and studies over three years, DSF will help the
Ministry to become more efficient, self-sufficient, and a
better manager of resources. By developing links with the
private sector, the DSF will ensure that revised curricula
will reflect the current job market and that students will
have access to on-the job training.

Monetization

In addition to the activities funded by Compensatory Food Program
local currency, USAID proposes to support the CRS Water and Health
Development Program with Title II monetization proceeds equivalent
to $2.35 million. This three~year project will be funded in FY 92.
It will provide potable water, sanitation facilities and related
health education to the inhabitants of rural villages in two
provinces of southern Morocco. The project will work closely with
locally elected officials to decrease the problems of water-borne
disease which are a significant cause of infant mortality and
morbidity. This project proposal, as previously noted, will be a
collaborative effort involving USAID, the Peace Corps and CRS,
working with private and public Moroccan counterparts.
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PROGRAMMATIC OBJECTIVES AND VERIFIABLE INDICATORS'

I. STRATEGIC OBJECTIVE NUMBER ONE: INCREASE EMPLOYMENT
Create and Expand Small and Medjum Enterprises (SMEs)

-- At least 730 small and medium enterprises directly
assisted in their start-up and/or expansion, resulting
in the creation of approximately 12,800 jobs.

Improve Access to Finance for Business

-- Finance to 275 small and medium enterprises through
credit provided and credit guarantee mechanisms,
resulting in the creation of 6,700 new jobs.

an n oent ises

-- Credit and/or technical assistance provided to 200
micro-enterprises, resulting in the creation of 1,000
new jobs.

Ease the Poljicy Environment for SME Investment

-- Administrative reforms carried out in such areas as
creating uniform procedures for business registration,
one-window investment approval, simplification and
transparency of investment benefits, simplification of
corporate taxation.

Improve Business Information Services for Small and Medium
Enterprises

- The Moroccan Business Center established and providing
business orientation/information services to small and
medium enterprises.

Deepen and Diversify Financing Available for Business Investment

- Reforms carried out to increase financing from non-
bank sectors, e.g. relaxation of mandatory investment
requirements in government securities for insurance
companies, new authorizing legislation for corporate
bonds, tax harmonization among government and private
sector debt instruments and debt and equity, stock
market reform.

- Self-sustaining private sector loan guarantee facility
established to support financing by commercial banks
for small enterprise sector.

- New financial instruments developed for mobilizing

'Unless otherwise noted, all indicators reflect status as of
the end of FY 19985.
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savings and financing business creation and expansion, such as
corporate bonds, commercial paper, venture capital, convertible
bonds, mutual funds.

II. STRATEGIC OBJECTIVE NUMBER TWO: IMPROVE MARKET
COMPETITIVENESS

v ort Pe rmanc

-- At least 190 exporting firms directly provided with
technical assistance and/or credit. The assisted
firms will have increased their exports by at least
$225 million.

Enhance Market Competjtion

- Privatization completed for at least 24 of the 112
state-owned enterprises which are to be privatized.

== Changes made in regulations that improve the financial
and economic viability of agribusiness firms, such as
transportation price rate structures and shipping
procedures, the system of export taxes and check-off
system, etc.

- 20% decrease in gross national cereal marketing
margin.

- 20% increase in volume of wheat flour processed by
unregulated and artisanal mills.

Increase Competitjveness of Indivjdual Firms

-~ At least 840 firms assisted to improve efficiency
(cost reductions, energy savings, introduction of new
technology, management improvements, etc.)

creas i v e

- At least 14 new direct foreign investments stimulated,

representing $100 million in total new investment.
mprov t o jon Co tj Dissemination, and
Polic eV ent

-- Foreign Market Statistics Service established and in
use.

-=-  Central agribusiness database established and in use.

-- A national protocol agreement with USDA/APHIS in place

and functioning for Moroccan agricultural exports to



the U.S.

Provide Nee agem nd ines ainin

-- Training in management and business skills provided

for 45 long-term and 230 short-term trainees. In-
country training in the skills provided to 7,500
trainees.

Strengthen Busjness, Management, and Adribusiness Training

instituti

-~ Four institutions aided in improving business
education and three formal institutional 1linkages
created with U.S. institutions.

Encourage Sustajnable Natural Resource Management Practices,
Especjally for wWater

- Complete a pilot project in Tadla Province to test
whether increased water efficiency will result in
reduced water prices

III. STRATEGIC OBJECTIVE NUMBER THREE
Child Survival and Family Planning
ncreas ce i anning Servjices

-- Total Fertility Rate in urban areas reduced from 3.2
(1987 DHS) to 2.7 and in rural areas from 5.9 (1987
Demographic and Health Survey) to 4.9 for a global
average Total Fertility Rate of 3.8 (Based on
assumptions of linear progressions from 1983).

- Infant Mortality reduced from 73/1000 to less than
50/1000.

- Contraceptive Prevalence Rate increased to 45%, with
the number of couples practicing family planning
increased from 1,145,000 (1988) to 2,194,000 (1995)
(Based on assumptions of linear progressions from
1983).

- Proportion of women receiving prenatal care increased
from 25% to 50%; proportion of medically-supervised
births increased from 26% to 50%.

- FP/MCH outreach programs maintained, providing
coverage to a minimum of 85% of the population.

1
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- Improve hygiene and sanitation for 60 of the 91
villages in Tata and Tiznit provinces (with CRS and
Peace Corps assistance).

- At least 100 Health care professionals trained in
identification, treatment and prevention of eye
disease and equipped with necessary materials to
conduct eye examinations.

-=- A national survey completed on causes and prevalence
of eye disease and blindness.

iversi i jve

- New contraceptive method Norplant will have been
evaluated through a pre-introduction trial in three
cities. If these trials indicate the appropriateness
of this method for Morocco, it will be available in
all 9 regional training centers.

~=  VSC services available at a minimum of 51 centers and
the contraceptive prevalence rate of VSC services
among married women of reproductive age increased from
2.2% to 10%.

Improv ogra, i jcie

- Decentralization of reproductive health training
programs implemented at 9 regional training centers
which have curriculums, materials and carry out
training programs in general reproductive health, IUD
insertion, IEC and interpersonal communication in
Family Planning, and Genital Tract Infections. Four
centers in operation with experience in implementing
training in laparascopic tubal ligation.

-=  Comprehensive IE&C Plan developed and implemented,
which includes both family planning and child survival
components.

- 60 physician health administrators trained in Morocco~
based MPH-equivalent diploma program at the Institute
National d'Administration Sanitaire. In addition, 200
health providers will be trained in specialized health
program management subjects.

- A comprehensive operations research plan developed and
implemented with research findings forming the basis
for refining and focusing ongoing activities.

Mobilize Resources fo e Care Financ
-- An investment code promulgated to provide incentives

for private sector investment in the health sector and
which annuls current restrictions of such investment
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to medical professionals, in large part due to USAID
policy dialogue.

- At least one private managed care practice under
development.

- Bed occupancy rates in public hospitals raised from
the baseline of 57% in 1987 to 71%.

-- Management information system, accounting systems and
cost recovery procedures in place in at least three
provincial, non-university hospitals.

Inc t o] of _th jivat ecto

-- Oral contraceptive users who obtain their
contraceptives in the ©private sector
increased from 30% to 50%, and sales of oral
contraceptives increased from 3.5 million
cycles (1990) to 10 million cycles.

- Protex (condoms) sales program self-sufficient in both
media advertising and commodities.

-- Social marketing program for weaning food designed and
launched with a weaning food available for purchase at
2,500 private outlets.

Housing
Increa vajlabili o dab ousi ow-income
famjljes .
. == Beginning in CY 1992 ANHI maintains an
annual land production level of not less
than 10,000 serviced homesites per year
(equivalent to 30,000 housing units for
150,000 beneficiaries).

- Serviced land set aside by the ANHI for
wholesaling to private developers increased
from less than 5% in 1990 to 25% of total
homesite production.

- Prefinanced infrastructure {(ie. water,
sewer, electricity, roads) available to the
Municipality Tetouan on a 240 hectare
privately-owned land site, allowing private
developers and builders to subsequently
provide housing opportunities for 125,000
people. ‘
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v ents' i v e

Effective Basis

educ

Revenue collection for key local taxes

in

Tetouan, including real estate, increased from a
current average collection rate of 50% to 75%.

Solid waste collection and disposal for the
downtown and Medina areas of Tetouan
contracted to the private sector.

Settlements

The number of people living in shantytowns
(860,000 in 1989) reduced by 50%, as
measured through annual GOM programs, local
government data, specialized neighborhood
upgrading, and new land development
programs.

Address Environmental Issues That Result E:gm'Ragid Urbanization

At 1least 90% of the Tetouan project
beneficiaries in the upgrading sites have
household hookup to sewer and potable water.

Feasibility studies for construction of a ¢ity-wide

waste water treatment facility completed.
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PROJECT PORTFOLIO BY S8TRATEGIC FOCUS

Many of the projects in the USAID portfolio support more than a
single strategic objective. This is particularly true for the
employment and competitiveness objectives. However, the following
list identifies projects only by their primary objective. The
essential distinction between whether a project is primarily
focused on increasing employment or enhancing competitiveness is as
follows: if a project contributes principally to job creation
and/or expansion or to removing barriers to business investments,
it is considered under the employment objective. If a project
contributes principally to policy reform, resource efficiency,
technology transfer, or marketing, it is considered under the
competitiveness objective. In the former (employment), the number
of jobs created is the primary indicator. For competitiveness, the
level of exports and foreign investment are primary indicators.

I. STRATEGIC OBJECTIVE ONE: INCREASE EMPLOYMENT
A. Continuing Projects:
NEW ENTERPRISE DEVELOPMENT (Project 608-0204)

The project is putting into place a program of business services,
financing and administrative reform designed to reduce barriers to
entry for new enterprises and to facilitate the expansion of
existing small and medium businesses. It is composed of three
interrelated components, each designed to meet a specific
constraint related to the creation and expansion of small and
medium-sized enterprises:

-- business support services
-- a loan guarantee facility
-- policy and administrative reform

MOROCCO AGRIBUSINESS PROMOTION PROJECT (Project 608-0210)

This project is increasing the capacity of the private agribusiness
sector in Morocco to produce, package, and market a wide variety of
demand-driven, value-added agricultural activities. It provides
technical assistance, training and grants for research and
development.

B. Projects Beginning in FY 1992: None
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C. Plans: FY 1993-1995
MICROENTERPRISE DEVELOPMENT -- (Project 608-0218) -- FY 1993 Start

This project will provide credit and technical assistance to urban
microentrepreneurs who operate in the informal sector in Morocco.
With the proliferation of microenterprises and increasingly severe
unemployment problems, this effort will be important in addressing
issues of job creation and absorption of new entrants into the
labor force.

FINANCIAL MARKETS DEVELOPMENT (Project 608-0217) -FY 1994 Start

The focus of this project will be to help Morocco develop its
equity and financial markets, which will widen and deepen the
country's capital markets. Current formal sources of medium and
long-term finance for business creation and expansion are extremely
limited. As a result, most entrepreneurs depend on their own
private savings, and those of friends, to finance even basic
investments. Development of a more active equity market would
offer entrepreneurs alternative, market-driven, sources of finance
for business endeavors.

II. STRATEGIC OBJECTIVE TWO: IMPROVING MARKET COMPETITIVENESS
A, Continuing Projects:
ECONOMIC POLICY ANALYSIS (Project 608-0191)

This project is the principal means for supporting USAID's policy
dialogue on privatization, financial sector reform, industrial and
agricultural pricing and trade liberalization. There are three
sub-projects. The Pricing Policy sub-project, now completed,
provided long and short-term technical assistance to support
pricing reform. The Economic Policy Development Support sub-
project provides a variety of technical assistance to the GOM and
supports major activities in privatization and financial markets
development. The Cereals Marketing Reform sub-project provides
assistance to reduce government intervention in cereals marketing.

ENERGY DEMAND MANAGEMENT (Project 608-0193)

The goal of this project is to commercialize energy management
techniques by simultaneously stimulating the demand for high
quality energy management consulting services and, through
intensive practical training of local engineers inside and outside
the project, creating a supply of qualified Moroccan engineers able
to respond to the needs of Moroccan industry. Efforts are
concentrated on three sectors: agro-industry, building materials



and hotels.

PRIVATE SECTOR EXPORT PROMOTION PROJECT (Project 608-0189)

The purpose of the Private Sector Export Promotion Project is to
assist Morocco to increase its export earnings through the
promotion of private sector exports. The project has four major
components which deal with different constraints to the expansion
of exports.

-- Export Credit Insurance
-= Export Pre-Financing Credit
-- Export Production and Marketing Assistance

-- Export Loan Guarantee Fund

DRYLAND AGRICULTURE APPLIED RESEARCH PROJECT (Project 608-0136)

The project's purpose is to establish a regional agricultural
research institution (the Aridoculture Center) that will (a)
develop applied agronomic, mechanization, and socio-economic
research programs; and (b) train adequate Moroccan scientists and
support staff to manage research and technology transfer
activities.

PLANNING, ECONOMICS AND STATISTICS FOR AGRICULTURE (Project 608-
0182)

The purpose of the project is to improve the GOM's ability to
collect data and publish timely agricultural statistics, undertake
economic policy analyses, and plan, monitor and evaluate
agricultural projects.

TRAINING FOR DEVELOPMENT (Project 608-0208)

This eight year $28 million project is both strengthening Morocco's
in-country training capacity and improving Moroccan managerial and
technical skills for economic growth and private sector expansion.
It funds technical assistance to improve the financial

viability and quality of private sector training. Four types of
training activities are provided to private and public sector
employees: short~term management and technical training in-country:
short-term management and technical training in the US; graduate
level training in the US and English language training in-country.

9
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SECTOR SUPPORT TRAINING PROJECT (Project 608-0178)

This pro;ect was designed to assist the  GOM in meeting training
needs in certain high priority areas not met through other A.I.D.
prOJects or by other donors. The pr1nc1pal purposes of the project
is to upgrade the managerial, analytlcal and technical expertise of
Moroccans in the public and private sectors who are involved in
planning, developing and implementing social and economic programs.

DEVELOPMENT STUDIES AND TECHNICAL SUPPORT (Project 608-0214)

This project provides USAID, the GOM and the private sector with
the mechanism to mobilize needed technical advisory services and
equipment for activities consistent with USAID and GOM development
priorities. It funds project design and evaluation, equipment,
analytical studies and private sector promotion activities.
Project activities will lay a solid foundation for the transition
to a more liberal economic environment that encourages private
sector growth.

PEACE CORPS SMALL PROJECT ACTIVITIES (Project 608-0181)

The Peace Corps/Small Project Assistance (SPA) Project makes
possible the implementation of small community development projects
in Morocco supervised by Peace Corps Volunteers (PCVs). The
project, in effect, capitalizes on the technical and managerial
ability of PCVs present "in the field" by financing materials and
other costs of small projects designed and implemented by the
volunteers.

B. Projects Beginning. in FY 1992:
PRIVATIZATION SUPPORT (Project 608-0215)

USAID will provide non-project assistance to help the Government of
Morocco implement its privatization program, under which Morocco
will private 112 public enterprises within the next six years.
This assistance will provide an incentive to the Government of
Morocco to move expeditiously on implementing the privatization
program it has already announced.

INTERNATIONAL EXECUTIVE SERVICES CORPS (Project 608-0219)

This project will provide technical assistance to the Moroccan
private sector through the International Executive Service Corps.
The Trade and Investment Service component of the project will help
to promote Moroccan exports to new markets, particularly North
America, and broker U.S./Moroccan joint ventures.

g¢



WATER RESOURCES MANAGEMENT (Project 608-0213)

This project will promote the efficient, economic and
environmentally sustainable management and use of Morocco's water
and soil resources within the Tadla large-scale irrigation
perimeter in the Oum Er Rbia River basin. It will help to develop:
(1) an improved water and soil resources management policy
framework; (2) improved regional water and soil resources
conservation and production practices at both the system and farm
levels; (3) increased private regional participation in water and
soil resources allocation, management; and, (4) enhanced
environmental sustainability of water and soil resources management
and use in ‘the Tadla irrigation perimeter. The integrated
resources management approach promoted under the project will serve
as a model for other irrigated perimeters throughout Morocco, and
project results will be widely disseminated to ensure maximum
opportunity for replication and effective impact.

C. Plans: FY 1993-1995: None

III. STRATEGIC OBJECTIVE THREE: IMPROVE DELIVERY OF SELECTED
S8OCIAL SERVICES

a. Continuing Projects:
POPULATION AND FAMILY PLANNING SUPPORT III (Project 608-0171)

The Population/Family Planning Support III Grant, a 7 year project
signed in August 1984, strengthens the Government of Morocco's
(GOM) capacity to plan, implement and evaluate cost-effective
population and child survival programs. These programs have
focused on the extension of the successful family planning/child
survival = outreach program, Visites a Domicile de Motivation
Systématique (VDMS), increasing accessibility at fixed facilities,
improving training and management capabilities of the Ministry of
Public Health (MOPH) and utilizing research for program planning
and development.

POPULATION AND CHILD SURVIVAL IV (Project 608-0198)

The Population and Child Survival IV project is a seven year
follow-on project to the Phase III Population and Family Planning
Support Project, 608-0171. This grant moves away from direct
service subsidies toward improving impact and sustainability of
family planning (FP) and maternal child health (MCH) programs in
Morocco. Objectives include increasing overall contraceptive
prevalence (modern methods) among married women of reproductive age
from 30% in 1987 to 45% by 1994.



TETOUAN URBAN DEVELOPMENT (Projects 608-0194 and 608-HG-001)

Through the Housing Guaranty Program, A.I.D. is providing the
Government of Morocco with access to U.S. private financial markets
by guaranteeing GOM payback on borrowings by the Municipal
Development Bank (acronym in French, FEC) of up to $25 million for
the infrastructural improvement of select neighborhoods in the City
of Tetouan. The $25 million, combined with $10 million from FEC,
is providing upgrading, street lighting, roadways, a sewerage trunk
line, system hookups and potable water to the benefit of 100,000
low-income people. It is also providing financing to carry out the
first public-private land development venture that will provide
shelter for another 100,000 people of an illegal settlement. An
A.I.D. grant of $3.6 million through Project 608-0194 provides
assistance to strengthen the implementation capability of the
participating institutions. Technical assistance and training, on-
the-job training, and seminars are conducted to address project
management and monitoring, municipal financial management and
budgeting, cost recovery, revenue generation, and provision of
municipal services. In addition, a sewerage system master plan
study is also financed under the project. '

ANHI LOW INCOME HOUSING PROGRAM (Projects 608-0200 and 608-HG-003)

In an attempt to address the needs of lower income families, in
1984 the Government of Morocco created the National Substandard
Housing Agency (ANHI). The $20 million dollar Housing Guaranty
Program (HG-003) and its accompanying $1.3 million grant component
(608-0200) are building ANHI's financial and managerial
capabilities for carrying out its own land development program and
for pilot testing and implementing policies and procedures leading
to: higher production levels of serviced land; lower costs and more
affordable serviced plots; increased participation by private
developers and local governments in the production of low income
shelter; and increased access for low-income beneficiaries to
existing housing finance programs. Since project approval in 1988,
the ANHI has increased its annual land development production
levels to reach 12,000 by 1992 (creating 30,000 homes) and
producing 18% of the national production level targets.

P.L. 480 Title II PROGRAM

The Compensatory Food Program (CFP) monitored by Catholic Relief
Services is now using funds from the sale of Title II food to
improve the services provided to the poor by GOM Ministries. CFP
funds are helping the Ministry of Public Health to develop its
nutrition program. The Ministry of Handicraft and Social Affairs
will use almost $3 million in CFP funds to ensure that its programs
provide poor Moroccans with skills they can use to f£ind employment.
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B. Projects Beginning in FY 1992:
PL 480 TITLE II MONETIZATION PROJECT

This project, which will be implemented by Catholic Relief
Services, will provide potable water, sanitation facilities and
related health education to the inhabitants of rural villages in
two provinces of southern Morocco.

c. Plans: FY 1993-1995
HEALTH CARE FINANCING (Project 608-0207) == FY 1993 Start

USAID will provide a PL 480 Title II monetization grant to Catholic
Relief Services to develop a pilot potable water and sanitation
project. This project, which relies on a PVO to work with local
authorities and the private sector to address the severe water-
related health problems of southern Morocco, conforms well with
element of USAID strategy which focuses on health and child
survival concerns. It also affords one of the few opportunities to
work with the U.S. voluntary community in Morocco.

URBAN INFRASTRUCTURE DEVELOPMENT (Project 608~0220 and 608-HG-004)

-- FY 1994 Start

USAID is proposing a grant (which would provide. technical
assistance to the relevant housing agencies in Morocco)_ and a $50
million Housing Investment Guaranty to increase the supply of
serviceable urban land for families below the median income level.
The TA project and the HG would add approximately 2500 hectares of
serviceable land that would provide homes for 850,000 families over
a five-year period. The proposed project will build on previous
USAID efforts in low-income housing and dovetail with IBRD support
to the housing financing systen.
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USAID MOROCCO
PROJECT DESIGN SCHEDULE
(000s)
FY92
0213 WATER/SOIL RES CONS 15,000 ESF 6/91 2/92 3/92 ANR
0215 PRIVAT'N SUPPORT 25,000 ESF 12/91 3/92 4/92 PROG/PDPE
0219 IESC 7,000 SD N/A 3/92 5/92 PDPE
Q7o
FY93
0218 MICROENTERPRISE DEVT 14,000 SD 11/91 4/93 6/93 PDPE
0214 HEALTH CARE FINANCING ;‘I 5,000 , DA PHR
FY94 ‘
0217 FINANCIAL MARKETS DEV 14,000 ESF 11792 4/93 6/93 PROG
0220 URBAN INFRASTRUCTURE 5,000 ESF RHUDO
kjf 29-Nov-91
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USALD MopReuCo

FROGRAM OBJECTIVES AND FPPROCGRESS INDICATORS
PROGRAM STATUS AND BASELINE DATA

Juue 1920

INTRODUCTION

Up—to-date objectlves and propress Indleators {or the United States ecconamic
assistance program to MHoroceo have heen developed nver the past few months in
collaboratlon with ANE Burcau stalf. The purpose of thlg paper s to dacument

a data base for the objective Indllcatorn.
USAID's four prlucipal propram objectives and associated rrogress Indlicators
are summarized on the next pape In tabular format. Baselioe data s specifled

101 current propram status {s described {or each ohjective In the follouing

pages.
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June 1990

USAID MOROCCO

PROGRAM OBJECTIVES AND PROGRESS INDICATORS

OBJECTIVE #1 OBJECTIVE #2 OBJECTIVE #3 OBJECTIVE #4
: barriers to the Broaden access to and increass Increase productivity of Increase the production of low-~
.on and expansion of varietv of sources of family rainfed agriculture in the cost shelter.
and medium sized planning and maternal and Settat Command Area.
irise. child health services.
nual increase in A. Maintenance of vaccination A. Policy Benchmarks. A. Policy Benchmarks.
- of exporting firas, coverage with new cohort of
:siness starts, and childrec. 1) Trade Liberalization i) Cost Recovery Strategw
assisted by USAID. Program
il) Cereuals Marketing i1) Joint public/privara Luzi
Reform Strategy developaent

iii) Reduction of
infrastruccure noras

cion in the 2ap 5., increase nuntar of raoily B. Stznfard productivizy index B. Increase delivery of serviiud
ne numper of people planninz usars. for vield response. plots of lanz.

dug
-
-

w

N
olv for 1 business
se apd tnose wno obizin

-izzvion o initiate

~arztion.

C. Increise percentage or C. Adootion of improvad C. Irccrease percenta2e of luanz
contracettives znd NG production technology Zor wnolesaled to privazs

supoli2s aoroviwed throuzh cereals and food leguras, developers.

DTIVATE 32eCIAT.
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ObJective Mo, 1

FReduce Barriers to the Creatlon and Expanslion of Small anrd Madtum Slced

nterprire
Ao Dbata Base (for the year ewling 12/1340)

1. Aunnal ltncreasa In the number of oxportiopg firms, new businenn

astarts, and Civms dlrectly asststed by USAID proncams,

a) Humber of exportiopg firms: 2,100
b) New businnss starts: 2,300

¢) Humber of firms directly

Aanalsted by USATD proprams: )
SHAEX s uew pollcties . 30
Export Fre-lintncing: loans . 20
IESC t f{irme assisted 13
TLs v ftome asstated 7
Section 104 +  loans 5
Enargy Demand Mgt v flrms assisted] 0

2. Reduction In the gap between the number of people who apply for a

busluess license and thoae vho obtaln anthorfsatton to Inltiate the operat fon,
= Applications mlnus authorlizations: 13,355
Number of applicattonn: 15,855

New authorizations : 2,300

B.o Current Prosram Status

USALD's major efforts In promting the creation ant expanslon of coall and
radium sized enterprises In Hlorocco have, Lo date, been concentratesl on the
evpansion of export industries. This Is caonslstent «itht the GOM's arrategy of

oxport—lted economie prowth.
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1ha vehicle for USAID's ecfforts In this aren has Lzoen the Irivate Sector
Fuport Uromotlon project (601 8T) 0 The prodect waes fatttated o P3G with
ohjectives to a) promote Institutloonaltiszed private coctor export-or!ent ad
changes in the banking and tusurance flelds, and b) {ncrease access of

Hotocean exporters to credltt, export I{ncurance arl techanleal asabatanee,  The

project was evaluated In April 1990, ‘lhe major mid-term conclusions Ares

L) suAEX, rthe cxport crellt Insuranees fastitation established umler the
project, has demonstrated stroug progress in its flrst full vear of operation,
d=monstrating eflectlveness In helplun exporters obtaln ereltt, minimlzn riak

and penetrate new markets;

2) lhe $4.5 mtlllon export pre~flnrncing credlit his reglstered paceclal

success, but been Llmited In usape;

3) The IFSC firm speclflic assistance and Trale anl Investment Services

programs have been succossful In efforts, even Uf 1di=ited in impact.

USALD is now amending the Prlvate Sector Fxpart Fromtion project to offer
medfum term [avestment cuarantees in e of any forther funding proviatons
for short terﬁ export pre=financing. A $10.5 milllera export fnvestmeut
guatvantee facllitv will address the [fonancial constralnt of hiph enliateral
requirements bmposo:d on ander-capttattoed cmd Dol ~odlam alzed fleme ) anld

Increase the tmpact of HSAID's export pveomotion activities,

USALD's propoced Hew Foterprliase Development peodezt, uow under decton for
FY 91 authorization, will broaden USALD program scor~ boyond export Ing [ 1rms
to adidress constraints to SMF formitlon anl prowth goncralle, Tolley reform,
SHE flnanclag awl buslness support services are the three components of the

new project.

In regard to the PL 480 Sectloa 103 propram loas aercercnts with §ive
participating Lanks were finalized and slpned In felroary 17830 Only thres of
the five banks have completed all the pre-condltlons in the aprecrment for
drawlng funds. To date, only DI 19.8 million ($2.3 ntllton) of the b 75
i1 Hon (38,7 wmi 11 lon) total avaitable has boon regqoested for on=-lendiog by

participating bhanks,
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Ohirctive Ho, 2

Broaden Access to and Increase Varlety of Sources of Family Planning and

nternal ard Child Health Services

Ao Data Base

L. Halntaln vacclnatton coverape rates for children between 12 and 99

nonths of age.

- 1989 survey: 93%

2. Increase number of family planning usors,

- 1990 estimte: 1.0 mlilllnn

3. lncrease percentape of contraceptives and HEH supplles provided

through the private sectar,

= Oral contracrplives (198) survey): 26
Humber of cyeles distetibated:s 11,5
Private scclov: 39
Public Sectar: 1,51

- Conloms : tin

B. Current Propram Statans

Since the late 1970's, populatlon grouth 'n Noroceo has declined from an
annual rate of 3.2% Lo a enrrent rate of 2.6 anl, since 1987, complete
Urvuntzation of childeen under flve apalnst st diseacers has tncreasad from
about 507 to 93%.  VSALD assistance to the Hbotarry of Pubble Hleatirh s been
.

critlcal to these achlevements, PSALD 1a by far the Tewling donor to the

Hforocecan health sector.

BEST AVAILABLE COPY



USALD assistance Is currently belne dellverel throvpsh tuws major bidareral

projects = Populatton/tawt by Plaonlng Soapport PHD (e 0B 700 vad, Faopod ot Yon
1l Child Survival 1V (AU8-0UL%8) ~ with authorlzeld LOF assistince levels of
$27.2 mtllion and $31 millton respectively. A new project with an alm to
Ilmproved flnancial sustatnablilty of the Maternal and Child Health and bamlly

Planning programs is planned for FY 91 anthocization,

Base line date for the progress iolleators on the Misslon's famlly

plaaning and child survival proprams are ecxplalned {n the following parapraphs.

1. Vacclnatlon Coverage

In April 1988, the !Hlnlstry of Fublic llealtth (HOPH) completed a
national vacclnation coverape survey to determlne actual levels of vacclination
coveraga for Infants betucen 12 vo 52 months of ape followlne the completion
of the Mational Vaccinatlon Campiign completed tn July 1987. Based on a
nittionvide sample of over 30,000 Infaats, ﬂvvrux!mw(nly 17,000 of which wore
12 to L7 months, the suvrvey reported an estimated wvaccelnatlion covarape rate of
6% wlith documentation anl 87% overall., [Dhita was collected far both urbaa and
rural areas. 1In order to track progress In maincaintineg these coverape lavels,
the MOPHl has Institato] an annual vacclnation coveripe survey pronram which Is
disaggcegated for exch of the sty mtjor childhood dlreases as well as for
infants with and ulthour documentation,  These surveys also toclule both urban
anl rural coverage cate datas The 1?9 survey, lased on a sample of just
n~ler 700 infants, rveport.d coverape lovels for Infants 12 to 17 months of
849%, 73% with documentation, Chlilblren In the 12 te 59 month age proup had
coverape rates of 93%, 6% of which were document+d.  The Hiesion will use
this annual survey as the soucce of data for trackine accomplishment apalnst
the progress ladleator,

2. Family Planntna Usoerg

Haing projections from the HOTH, the Contre d'ELwde oL Recherche aar

1" Economlque et Dimographtque (CERED) aud the Rongarets/Stover "TARGET mode b



USALD estimites that tho Moronceo Famble tlannine ITrapsam is servling an

et tmated L0 mb b Ton vodeon ot bod ot by planmlap ot [0, Thite
number wlll lucresse to 1.5 million coatraceptive usars by 1996, The bagel!l:o
nimber (1.0 millton) of macrled women of roproductive ape (HWRA) carrent ly
uslng contraceptlves s caleatated as follows: CHED L0 projestions of wor o
of age 15-49 (6.10 milllon) fs multiplie! by 55.7% of aarrled women creative a
toral of 3.39 millton MYRA. The propoartion of MU2A ta then moltiplied by ti-
estimated prevalence of modern contraceptive users (32.5%) produrlng the
current number of contraceptive users. This indicator can be measured
annually uslng the same method as deszcol!ad above,  Thls anoual meanoremont
will be verifled in an actual Moroccan Doemgraphic awd Health (DHS) sucvey to
be conducted in 1992 and L997. Annual aembers of actuil modern family
planning methods (1UD's, pills, condo=s, foan anl tubal lipations) distributsl
or provided will also be verifled apalnst private secctor contraceptive sales

recaords anl the NOUH servies stattaticn.

3. Private Sector Provislon of Soprlles

Based on flulines of tha 1987 Moroeceo DUS survey, an estimited 70% nf
Horocean couples rely on publle ccctor prosrans as the princtipayl nouree far
family planning comnodlities and servlces, with the re-itning couples supplicd
through private sector providers,  burlas 1989 thias reanlted In the
distribution of apprcoxtritely 8.5 niltlton cyeles of oral contraceptivea by the
HODPIL.  Private phavmiceurienl laborateries were respetsihle for the sate of an
additional 3 million cvelon darlug 1923, The Hieslon projects an overall
inerease In the number of cycles distetbated, fron an aatlmated 1105 mtllon
cycles In 1989 to an estimiiel 15 mibiton rer yoar I 1993, ar approvimitely
7.5 miilion each [or both the public awl the private rector. Dua on HOPH
distributton were compilod throvsh a revins of M2EH finily planning service
statlsties, while private sector rales ditn were repetted In the Tnternittonal
tarketing Statistles (LN3) report,  1hec2 tuo reporti-a systems will serve as
the principal sources of data teo track "Weston propresa under thifs tndieator,
The Misuston witl alasag monltor the pro-th of conlon arv on under the Mogroeean
social marketing pronram, as compared ta Increases In overall public sector

condom distribngt ton,
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Objecttive No. 3

Froductivity of Rainfed Asriculture fu the Settat Commaud Area of

Morocco

AL Datn

2.

Jaco
Improvements {n the apricultural polleyv environment.

a) Trade Liberallzation Program
Total number of possible 80U aprlcenlinral commodities
transferred from a licensed and quota Import system

to a tartff based system (throvpgh 1988): 1}
b) Cereals larketing Reform Strategy by 1992 -
HOU signed In 1982 which provides plan for completing

the nccennary studles.

Inctease In productlvity of coreals, food tepunas aml {oraps/

livestock farming systems In the Settat Commind Area.

- Three year maviae averase yleld flpures tor the LY87/1948

crop yenir.

Bread Whent 1.15 i/ha
Durham Wheat Folh /b
Barley 1.15 1i/ha
Nalze .62 1I/ha
Faba Beans U.6U 11i/ha
Feas 0,49 1/ha
Chinkpes 0,41 ot/ ha

BEST AVAILABLE COPY



3. Aloptlon of improve ]l produactlon teclinalopy Sor corceata and togd

Pevoipme Toe the St ot Copeene 1A ey,

= llectarerg of Ganads bread whoat varioty

hacvennod (87780 crop voar): 0,0

B. Current Teopram St.atus

Productlon in the Horocean agricultucal sector, as a whole, 1a far Lelow
capaclty. FEmploytnp 40% of imrocco’s Iabor foreo, the sector produces only

194 of GLP.

The causes for the secteor's relavively poor pecfermance are both
structural and technical., The sector 15 still heavily manipulated by
parastatal monopolles and priles controlsy and, faulty crop and aoll mingement

practices and Inferior crop varietles are too often employad.

Usald 1 working with the Niudstry of Apriculture to lncreise prodnetlivicy
through an Integrated progran of 1) policy reform, 2) educatfon and teshnieal,
soc loeconomic cesearch, and 3 prodonctlion tnereasing Lechanloples and trproved

avallablllity of Iaputls,
USALD and the AHE Bureau have agrveed upon theee progress Lndleatars for
the annual assessment of achlevements touard the stated objective ol !=proved

productlivity. These are examlned below.

1. Follcy Improvements

a) ‘trade Liberallzatlion. tntil the mld 80's, GUM policy had teen to
protect domestic Industry from outstde competition, hy taxting Imports ol
placing quantitative restrictlons on both {mports anl exports. The Trale
Liberalization Program calls for shiftlng some 80D aericultural commolities
from a llcensed and quota trmport system to a tarlfl syatem. The Impariat Ton
of these commodlitles wlll then be subject to an ald valorem taclff but not
subject to the quotas, licences, anthorizations awnd lmport monopoltes whilch

preseuntly effect some of these commodities.
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The anitysis hehii- U the Trade Llberallzarlon Propram ta helap
conducted by thee Vlanntnog S beonomle Anatysls Diviaton of the Hintat ey of
Agriculture.  This Ls one <8 two dlvistons withln the Mlinlntry recetving
support under USAID's Plac-inpg, Economics and Stattettics for Aprienlture

project (GUB-0182).
b) Cereals Mackeitng Relorm.  ‘The GO hins apreed to produce, with
SALD asslstance, a cereals marketing strategy by 1392, A U.S. contractor is

dne to bepgin workling wlth the Hinlstry of Apricultare In September 1970,

2. Producttivity Incr:iines

The bisellne {lgures w.ce furnlshed by DPAE/UMARA from thelr provincial

level data contalned in th=lr anunnal publicatton FEnqudte Arricole. DPAE/HARA

“PLL make these yledd Chpe-oa avatbable amaatly,

The baseline for yield zhanges In rﬁlwtlonshlp‘LO the use of other Inputs
is being developed Ly the “arlcultural Fconomles and Rural Soclology Sectlons
of the Arldoculture Center tn Sctrat (a rvescarch center recelving HSAID
asslstance through the Dr.land Apriculture Pesearch Project, 608-0136) 0 ‘the
baseline survey wlll use U2 yhole-farm model for anilytleal purposes. They
h1ave identiflied three pricaicy apro-ecoloplcal zonens based on solls, ratnfall
patterns and topugraphy w!.ich wlll provlde the Inltlal baselluoe
characterizatlon of the bl -physical environment. This Informatlon wlll be
combined wlth the provinei:l povernmeuntal structure to form the tarpet zones
for analyslis. Seven econ-~ic parameters wlll be used to characterize farming
activities, the first of vhiich ts cereal and food lepnme production. To date,
the data poluts necessary Lo complete thia later economie parameter have been

collected for two of the tiiree target zounes,

3. Improved Technol :les

The Saanda beead vheat vartety, developed at the Settat Arldoacultbure

Center, is reslstant to t' > heraian fly which his been estimated to causae at



Least $23 miliion of crop dyaee and perbaps as eech as £385-40 w1l 0. lhe
GO throveh HAEA s DEAL ol TEPA have aereed to desebap o methodolop. 1o
m2asure the rate of adoptlon of such naw technnlopy developed at the Settat
Aridoculture Center as well as thelr ecaonomic lmpact Ian the Settat Coimmand
Area. ‘lhese technologles miy Inclwle other cereal varletles, Improval
nitrogen fertilization of cereals, an Inmproved animal tractlon seeder, weed
control, improved forapeqs, new winter chlckprer and lentil varletlos, fmproved
lent!l production methods, new ollseed crops, Improved crop rotatiors, and
tillage sequences. 1lhe methndolunv'repurt will be developed In 19902, Tiior
to the cend of 1990, the LEAY [T collaboratton with URA wlll make an

assessment of the use of Saadia varlety by farmers.
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Objective Na, 4

Increane Froduction of Louw-Cost Shelter

A.  Data Base

1. Improvements in the Jow-cost shelter poliay environment, Actliodas to

b accomplished 1n 1970
1) Cost Recnvery Strategy

1) Cost recovery plan for Dersa Samsa Upgeadling project to be

adopted.

Li) Advance payments to be mrde for Tetouan Sites and Sorvices

Tonn,
h) JoInt publite/privars Tant developmenr

1) Finanelne plan for private developer zone to be adopted by

Hunletpaltey of Tetouan

i1) Initial private developer zoue sites to be approved and

flrse private developera to repinter sites for development,

c) Reduct ton of {(nfractructare normn

- Al to apres Lo tacreace denaily of Pand development altens

from 45% Lo 50%.
2. Lucrease delbivory of aorvieed plata of lTand.

= AHIL 1990 proluction level: Sem)
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3. [orreaan poreent aee of poblie Tant Gt coTeraled to pricoate dovielaopera,

- ANlL sales fo 172005 220 lots: 2.5%

B, Curreat Propram Strtus

1. Pollcy Dovelopront

a) Cost Recovery Stuategy

i) Cost Recovery Plan for Dersa Sams:. ‘The Huniclpallty of letouan
has approved the Upgralding Propram [or the Derza-Semsa Froject.  Ineluled In
this program is the cost recuvery stratenv which deflnes the ratlenal and
procedures for calculating and Implementing a program for full recovery of
Munlelpallty investments tn the upgrevdling pro)ect.  ‘lhe ANIL froJect Offlent
has already prepared a fdata base which identifies each of tha nearly 10,000
beneflelarles In the uperading slte on the bhasia of the cadastral concan
carried out in 1987-88. 1n 1990 the Munlctpatity will lmplemane the
collection program; beneficiactes will be requlred to pay 307 of the estlimited
total fee eostablished tor the uppgrading site; the baltance wlll be recovered on

a monthly basls aver o 10 year period.

i) Advance bayeeals [or Tetoran Sites and Services,  The
Munlcipality has taguehod a markering proaram to ident!f{y bheneflelaries for
Lhe sttes amnl services propgram they are potap to carry out P 1990, The
Minicipality has received over 2000 roqeats for the 1800 piots ft futends to
sell and has alcealy contracted out ilxb dAetatlsd enpineering and arehitecturnl

slte study to local prizate conenltine [ hrees,

b)Y Publte/triviate Ll Develops snL

i} Fipanctine of letouan Frivate Doavalopar Zone,  1he comprehensive

strategy for carrying out the Joint Pablia/belvate Tand Development Frapram of

vo{



240 Yweetarens of privatety coone b Tand o completed by oao g covcalriap [ trm i
Jumey L2900 the thedtoes o the plee e ueler reviow by the Hunfelpality
of Tetouan and wlll be presented for City Connell appraval this falt (1990) or

early ian calendar yewe 19791,

1i) Inltial Privatre hevelonper Sftea,  In theo interlm the City of
Tetouvan has approved one private doveloror procram for 3 hectares.,  This elte
is now complete and plots ace lelug snll to provpectiva Indiv' Inal homs ouners

and small ballders.

In 1990 the NMunlelpaltity shoun!i bepglin to Inltiate local zaning
controls that will eucourapse propercty ~oners In Lhe project zone Lo corry on
davelopmant programs within the f{ramew>rk of the Joint Venture 'lao which will

include prepayment to the Clty for pri-ivy Tafrastrnatare fnvestment o,

c) Reductton of nfrasteuctve Horma

A major objective of USALD's t:-003 progran 1= to redunee norms and
standards 1n slte developoent tn order co mabe servicel Tand rore affordable
to low 1ncomé famtlies.  The AHNL has oaccepled to Iocrease band denalt Tes In
its project sltes from 45 to 50%. The first group of new-projects to he
launched under the aerced upon norms will be desipned this year; USATD Wil

closely monltor compliance to this density Increase.

2. Sarviced Plots bDelivery

The AHNHL Ia vurr#ntly prodactes 5900 servlosd plote o year,  The
additional regources made avallable theovph the $10 M H5-003 financlug wit!
rals2 productlon lovei to BUNO serviced plots per yoar. This w11 be noted In
the fourth vear of Lhe program (L994) wien projects currently unler
development are sold awt delivered to l-uneflelaries. USALD fs currently
prepiaring an amendment for the HI-QUZ troosream to add O mitlton additionl G
Loan {inancing. ‘This woull recult, boclaning in 1A tn an annal produactin

level of 10004 plots.



2. Whaleaalo of Tle Tt to Priva o hevoloporas

The AMIL has asrend to Increase the number of hiectares of land that
it auctions of[ to prlv.ie developers for construction of ~alti-story duclling
units. In 1990 the ARYL productinn target for the private sector Is 220 plots
of tutal productinn. In 1991 the production will be 20! plots of ougolog
plots (less than 3%) plos 10% of tha plots put Into productlon uwder the new

program,

Doc. 17808
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OBJECTIVES ANO PROGRAM ACTIVITIES

{. INCREASED ECONOMIC GROWTH

A. Increase Rellance on Market Forces

USALD MOROCCO STRATEGY SUMMARY —- FYS 1987-i99) (REY(SED)

1 1. INCREASED FOOD SUPPLY

A. Strengthen Agricultural Educatlion

1) Support GOM pricing pollcy
reform

2) Respona tq requests for pollcy
anatysis In areas such as financlai

sector refarm

3) Expiore constraints to new
enterorise creation

B. Imorove Efficiencvy ang

Proouctivity ot Suptic Services

1) Assist GM efforts to imorove
and cecentralize urban manaaement

buagering processes and mooilizarton
ot resources

5} logr2qae managerial, anaivticsi
3ng *ecnnical -xcerTise througn

exponsed sarTlclizant rraining

2. Increase ‘wewrh 3t Oeivate lecTr

Ixpor~ S-eguctian A Zarning

3) Serorm, :aaiTslize ana “Iri-
+atize” *the Zxport Treglt [nsurance
Arogram

7} Pravice increasea Jre=exporT
Tinancing Ta smatler :ng ew
axper—ers Through coomeraial tanxs

3) Srovica Cecnnic3t 2na ‘‘ana-

13r1al ISSISTINCE D Irivare

axgerers :ng cudticsorivare
ASCrt Iremorion

i) Iaczourzce 3—-vrccgan
LNt .anryres

ana Tecnnicai/Socioeconomic Research

{ (1. REDUCED POPULATICH GROWTH

IV, IMPROVED MANAGEMENT OF EMERGY ANO

ANO IMPROVED PRIMARY HZALTH CARE

NATURAL RESOQURCES

A. Exoand Accessibllity § Acceota-

A. Stenthen Energy Sector Policy

bl!llty of Volunrarv Femily Planning

Analvsis, Planning & Manacement

1) Increase capocity of Natlonal
Agrunomic Institute (IAV) to train
agricultural sector professionatls

2) Develco improved oroductlon
tecnnoiogies for rainfea agriculture
througn Narlonal Research institure's
(15RA) Aridoecuiture program

3. increase Availapilltv ot Aaricul-
turat Incurs 3na 2roQucTion -
Incressing Tacrroloniaes

3) Strengthen Agricultursl Crealt
2anx (CLCA) lenaing progeims

1) “onitor retorms unaersav in
inout :lstributricn

%) Dlsseminate rasyits of wwoliea
resesrc: frim Arlioguiture aarver

3) I~orove 5 crccess ‘o ssiecting
g lesiqming . rrigarisn svsTems

Publi lc Sector

1} Imorove FP/MCH service
deilvery systems, especially the
housenoid visltation orograms
(VDMS), througn:

- expansion of servicas

- opera2rvions ressarcn

- imoroves MOPM orogram mgmr,

= lmoroved educaricn and communi =

carions progrzns

- imoroved surgicat/ciinlcal

matThoas

Privare Zecrtor
2) Cevelop mecnanis=s for lIn-
creasing FP/MCH services through

the privars secTor

3) Ixotcre nesitn -izancing
issues

3. Imorcve Foouilarica ing Cevetico-

went 3lanning sna "tus “-2 Capaci-

C. 1morcve Saticy Iavircntent tOr rawrh Sy 3 lSz@ 1 "% t3uiar-eIa yowen
TR=2UZA CWVIrAES2a c3iircee T Carear .
Scroas 4) SupcorT leveicoment ina usa

7) !7orove canacity or fin. 3t
Arocusture TO i) cSalucT Totizy
INBIVSIS N IMOI2TEAT 12113V CRANCes:
3n3 ) Zrepare :ng T3iemenT nvesTTenT

Ir9:axCTs ~2tlerTisg “hess tor:Z:iaes

3} fuoporT cricing g ~arkariig

~erer=s -=rougn .o, 230 TI-'a

*) *s$54sT ‘a <2rorsr ot Izrems
mar.ar
. SALD sanrcactag e e
Bttt Tt

2Y Teog croarits To

ST N3sTe

Lt e S

~aQT crmemam

ot "uiri-sectsr accnomiz ang
iemoaraonic ~ogeting A creozrarizn
A1 uiTlevmar ians 2na JQticy
tevaiccnent

2. Increasa iz

2QuUCe N1 waltt l2vitiapgies

) iuocer= g
AT I3NAL | TUNE 3T I e oTrner

2817 I INOS] 28T I7Igrans

Caoacity

1) Support the deveiopment of a
notlonal energy demana management
(conservarion) prograzs

2) Strengthen GOM czoacitv for
enargy data anatysis, invesTmenr
pianning, and resource managsment

3} StrengThen human ~=source deve-
lopmant In snergy ang naturait

resources

3. Incresse Daveicoment 3ng ‘se nf

MOroccs s Renmwanis fnsroy Jesources

4) Adaor ang dlsseminare commerclal-

ly viaote renewspie enerqy *ecnnoiogises,
=s0eciallv *hrouan The crivare secTor

3) Ixamine housendiq -nersy semany
300 2Ccnomicld lvsenvirsrmental iy sound
resconses

5) 1Torove G3J4 -—anacement It .aTar-
3r8Q ress
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POLICY AGENDA - REDUCED POPULATION GROWTH AND {MPROVED PRIMARY HEALTH CARE

Current Pollcy . Pollcy Sought

Next Steps

Banchmarks

Problem Area: Publlic Sector

Health Financing
—_—

v

Both curative and
prevent|ve services |n the
publlc service are largely
tree of charge. Except In
the autonomous hospitals
{4 ot present, 12 by 1990},
any fees collected are
returned to the central
treasury,

Ministry of Health
percentage of overall GM
budget Is low in comparison
with othar countrles at

the same lavel of economic
deveicpment (3% compared to
5-3%), diminishing in real
terms; and programmed
largely for curative
sarvices.

A ratlonal and effective
cost recovery system
spplled In all public
sector health facilltles.

Ministry of Heaith budget
Is Increa;ed. and a
greater proportion Is
allocated for primary
heatth care services..

USAID to participate with GM
and wWorid Bank In reviewing
results of Health Financlng and
Hospltal Management studlies, the
latter of which Includes plans
and Initlal steps for revising
fee schedules, collecting and
applying users' fees. Potent!al
need for TA from USAID to be
determined during development of
0198 Project Paper.

USAID, In consultatlon with the
MOPH and the Consel! de |'Ordre
des Medecins, as a part of 0198
PP, to develop plans for

In-Depth Study of the Structure
of Health Service Costs as basis
for ravision of fee schadules for
the public sector, and their
modlfication or abolitlon in

the private sector.

USAID will comlete (1) on-going
work with Ministry of Health on
benef!t-cost analyses of family
planning and primary health care
services to suoport MOPH recuest
for additional resources; ang
(2) analysis of program cost
etfectiveness as a basis for
Internal program decisions and
budget ailccarions,

Cost recovery system
deveioped by April 1990,

Study contracted by Noveamber
1989; completed by December
1990.

Ministry of Health
succassfully presents a larger
budcet request for CY 1990,
Including an incrsased
prcoortion and absolute

amount for preventive and
primary health care services.
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Current Pollcy

POLICY AGENDA - INCREASED ECONOMIC GROWTH

Policy Sought ’ Next Steps

Benchmarks

Probiem Area: Administered

Prices

.
Comp| icated scheme of full
and partlal liberaiization
without reference to
conditions of competition;
46% of prices still
subject to adminlstrative
controls

Pricing declslons for
utilitles now mage through
negotiation based on
average production costs

Prices of petroleum products

aaministered at above worid
levels; distortions In
price structures create
inefticiencies In refining
and use

Problem Area: Overrequlated

Financtal Sector

Creglt ceillng and interest

rate floors and ceillng
set by Sank Al Maghrib

Full deregulation of prices In
compet itive markets by 1992

Adoptlon of efflclency pricing
in regulated utiilities by
1990

Prices determined by market
forces, thus ellminating dis-
tortlons; approprilate tax
pollcy maintalns price level
to encourage energy conserva-
tlon

Financial Marxkets fully
I1berallzed; sector oven to
Internationai ccmoetitlion

Case studles completed and
disseminated for discussion;
timetable established for
further price {lberalization;
study of local government
controls Initlated under
Pricing Pollcy subproject

Qversight for studles under-
way provided by HIID;

Pricing Directorate cadres
trained in electricity and
water price regulation;
ragulatory methodology
utlllzed by all participating
ministries

Cantlnue work on petroleum
products pricing study (a) to
further elaborate system and
(b} to address pollicy
constraints to a |iberaiized
and efflclent petroleum
products market

Pollicy studies to bulld case
for deregularion of financlal
markets, reform of equlty
markets, IntrocucTion of new
financial Instruments,
stimutarion of venture
capltai

54% of prices deregulsted
{('86) case studles
discussed in GCM;
principles for future
deregulation established
and agreed upon ('90)

Methodology approved by
end '89; applled In '90
In setting actual prices

Pricing system simuiated
by GOM In '89 based on
study resuits; GOM puts
system Into effect ('90);
Price |lbarallzation and
tax structure reform
adopted by GOM ('92)

Credit ceiling tifteg
by end *89; policy
studles comoieted and
reviewed by end '90;
Interest rates
deregulatea ang '91;
international Sanks
ana other flnancial
firms enter marxer

In '92



Cyrrent Pollcy

Pollcy Sought

Next Steps — Benchmarks

Probiem Area: Lack of
%eﬂﬂon

High-tevel support for
small enterprise; red tape
and administrative bagriers
overwhelming for small
Investors

Price colluslon exists;
consumer protection
attempred by GOM through
price contrails

Positive privatization
rhetoric; Timing and
magn |l tude unclear for
program; Isolated sales
occurring

Probtem Area: Clandestine
Houslng

The absence of effective cost
recavery pollcies for local
governments to recaver
Infrastructure investments
and the lack of tenured land
doesn't altow municipallties
to open up new urbanized |and
for ltow income familles; as
a rosulf this ancourages the
deveimment of clandestine
neighborhoods.

Ease of entry Into economic
&tlvitles

Competition Law (rules under
which markets operate)

Privatization of targetted
state-owned enterprises

Imp lement the upgrading compo-
nent of the Tetouwan Uogradling
Project to demonstrate a
realistic straregy for up-
grading andg legallzing
clandest|Ine nelghborhoods.

Develcp and lmplement a

strateqy for accelerating
the land titling process.

Retionalize the role ot the
cenTral government as a3 pollcy
instrument ang that of local
governmants to effectively
cooralnate wiTth speciallzea
agencias *0 make the link #ith
the private secrTor ana tao
adgdress the neeas of ‘tha urtan
poor .

Ellminate unnseed admin{s-
trative spprovals; e.g. prior
approval for even smail
Investments and other second-
guessing

Pass lav tixing criterla for
Intervent lon or non~interven-
tlon by State

Promote condltlons for compe-
tition with state-owned
enterprises by eliminating
direct and indlrect

subsidles; Assist restructurlng
directly only In cases of clear
U.S. comoarative advantage

- Begin on slte upgrading
activities in HG-30I,

~ Assist (M to develom land
tenure strategy for Tercuan

‘Project.

Pevaiao a cost recovery
strareqy for infrastrycture
iavesrtmenrs in Tetouan Project.

formatl business creatlon
time reduced progresslively
from 29 months to 3 months;
Speciflc spprovals and
documents eliminated

Consensus achiaved on law
amaong ministries ('89)
GOM SecGen submits law to
Council of Ministries mid
*90; Law aspproved by GO
end *90; voted by

Pari fament end '9i

USAID "target of
opportunity" if occasion
arises

~ Contract for upgrading
works (GOM 9/89,

~ Elatorate the TOR ana
start assistance on land
tenure registry program
with GOM agencles Novemper
1689.

Oratt cost recovery
system developed by
Secemper 1989.
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Pollicy Sought

Next Steps Benchmarks

Current Pollcy

Problem area: Private sector

share of low Income shelter

productlon Is to fow:

»
The absence of a legal and - A legal and instlitutional
Institutional framework to framwork for undertakling
promote publlc/private Jolint public-private sector
partnership for land land develcpment .

assembly, flnancing of
primary Infrastructure;

In apropriate and outdated
zoning standards and

unreal istlc infrastructure
standards dlscourage private
developers from actively
participating In sheiter
production for the urban
poor.

- Downgrade Infrastructure and
constructlon norms to allow the
private sector to produce

unlts at prices affordable to
our target group.

more serviced plots and sheiter GOM with USAID HG and Grant

- RHUDO will complete Tetouan =~ USAID funded ZAC studles

ZAC strategy and in response completed May, 1989;

to MOl (Directorate of Urban Nat fonal studles contracted
Planning) and MOH (Directorate 10/89.

of Policy and Programming)

help to develcp legisiation

and Institutlional fromework

for ZAC actlivitles.

- USAID wi |l contract sector

studles In norms and
standerds and private
sector participation

tfinancing wiil seek to: (608-0200) .

a) tower the cost of serviced
tond through reduction in
norms and standards;

b} Increase the role of private
developers and smaill bulliders

through wholesal ing of
partlally serviced iand sites

and jolnt ventures with
special lzed agencles

CANHL/HGOO3)
.¢) examine norms for land

development.

By

e
e o
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Current Pollicy

Policy Sought

Next Steps Benchmarks

Problem area:
!'buslng Finance

v
Housing finance systems are
not accessible to the urban
poor and do not encourage
private deveiopers to
produce shelter for the
tamilles earning below the
medlan Income,

= Housing finance institutlons

deveiop flnancing program to
the soclo-economic
characteristics of the urban

poor.,

~ Housing flnance Instltutions

develop products to support

private sector Initiatives in

land development and
constructlon targetted to
urban lov_: tncome groups.

Elaborate the TOR with ANHI

and CIH on houslag flinance
study (December 1989),

= Through the HG-003 program
RHUDO wiil negotlate with the
GM to authorize the ANHI to
deposit HG Joan proceeds and
Program beneflclary advances
with a shaiter financlng
lastitution.

This will establish a banker=
cllent relatlonship and begin
dlalogue for CIH (Houslng Bank)
financing of ANHI programs.
The ANHI will agree to assist
Some program beneflclaries to
moet requirements for
ollgiblilty for constructlon
flnancling through the CIH
(I8RO tlinsnceq).

= RHUDO will carry out sector ‘
studles to evaiuate the existing

housing finance system and

Ident Ity wavs In which this

system could direct an Increased
proportion ot its services to the

needs ang capapillitles of low

Income familles.
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Current Policy

Policy Sought

Next Steps Benchmarks

Problem area:
Inefficient Financial
Intermediation for local

EOVE ropents

Local governments do not
recover investuents from
primary infrastructure
programs and revenue
collection rate are bellow
acceptable levels for
resources which finaoce
capital budget programs.

The absence of an effective
financial intermediary to
support decentralization

and economic investment by
local goverament has resulted
in heavy reliance on central
governmeat subsidies.

~ Improve efficieacy and
productivity of public

gervices by improving urban
plaoning and management
capabilities to mobilize and
manage resources more
effectively at the local level.

~ The creation of a viable
financial intermediary capable
of wobilizing sufficieat
resources to support
decentralization.

~ New Municipal Development
Bank (BDCL) established as a
financial viable banking

AJOD T8V HVAY 1539

- Comprehensive TA/Training
program will be implemented to:
a) support GOM initiatives in
in municipal development and
and deceantralization

b) enhance the Municipality of
Tetouan ability to increase
revenue collection (property
tax software, ongolng cost
recovery TA);

¢) provide TA to reianforce
financial management capacity;
d) enhance technical services
departuent in maintenance and
project management capacity;
e) strengthen the MUN capacity
to carry out Tetouan Pro ject
environment;

= USAID will develop new grant
program to provide TA and
Training to assist in the start-
up of the BDCL.

Contract 608-0194 TA and
Training Program (Fall,
1989)

Develop PID (June 89) for
608-0202 BDCL TA and
ProAg (November 1989).
Begin TA with BDCL
(November 1989).
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Current Poilcy

POLICY AGENDA = INCREASED FOOD SUPPLY

Pollcy Sought

Next Steps

Banchmarks

Problem Area: ‘Investment
Policy

Political and Sccial

criteria are glven more
waight than economic

criteria in project
selection

Problem Area: Pricing
Pol lcy

Inappropriate marketing
and pricing pollclas for
wheat

Water and machinery are
subsidlzed

Greater use of economic
criteria in allocating publlic
Investment

wheat market derequl ated,
prices decontrolied

Water and machlinery priced
at narxet levels

Economlc analysis of public
sector Invesiments in agriculture

Economic criterfa used In
Supplemantal Irrigation Project

Negot!late expansion of agriculturai
research based on economic returns

Continue high levei dialogue on
feasibi ity of M'Jera Dam

Anslyze productlion, consumotlion
and marketing of whest

Develop recommengation for
decontroiling wheat market

Transform public merket board to

monitoring function

Study of water pricing dlalogue
on Impact of machinery subsidles

Smail-scale Irrigation
project constructed In 1990
using eccomic criteria

One evaluatlon per year of
GOM agricultural investment
program

By 1992 economic criteria
2ppl led more broadly to
irrigation projects

investments In agriculturai
research increases to o
rate commensurate with
economic rates

Policy analysis compteted In
1990

GM agrees to deregulate the
soft wheat market

GOM agrees to dismantie the
marketIng tfunctlons of the
marketing board

GOM agrees ‘o <llaborate on
study ot water and machinery
subsidles

A<D 18V TIVAY 1539

High Tevel Jeclision makers
agree tO reguce subsidles

datar cosT ~ecovery teccmes
zart of tolicy regarzing
suoplemenTal irrigation

-
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Current Poilcy

Pollcy Sought

Problem Arega: I:ack of
dynamism In Private Health

Next Steps

Benchmarks

Care Sector
—

A variety of palicles ang
practices, and a lack ot
enabling legislation
comblne to limi+ new
private sector inltiatives
{n the del Ivery and
financing of both curative
and preventive heaith
services.,

Polfcies and procedures
developsd and publlclzed
to encaurage grester
private sector action In
heaith dellvery ang
financling.

To deflne the nature ot curreat poi ley
constraints and policy sought more
cleariy, usaio, during 0198 PP
develcpment, will design and then
contract (1) a Proflle of the Private
Sector, to document the sfze of the
sector, kinds of services of fered, Its
Intrastructurs, ang & study of (ts
cllentele, ressons for their use of the
sector, and their view of I+; and (2)
4 study on "Legal ang Adainistrative
Restralnts to Heatth Service Dellvery
and Flaancing Alternat ives, ang
Enabling Legisiation Reguired.”

USAID will use the results of thase
two studlies in dlscussions with the
GOM, the private sector, the Worid Bank
1o refine plans for 3ssistance
required ynder Praject 0198 to daveicp
standards, criterta, or draft pollcy
or legisiation which wil) encourage
private sector actlon i and to dewsiop
8 Health Flaancing PID.

Proflie of the Private Sector
designed and contracted by
Novembar |989; Legal and
Administrative Restraints
study designed and contracted
by November 989,



s\

Current Pollcy Policy Sought Next Steps Benchmarks
Problem Area: Population
The GOM's responss to rapld Broader active involvement USAID will Include In the PP Minlstry of Interior openly
population growth remalns of the GOM as well as the for the new Populatlon and Child supports famlly planning
centersd In the Ministry of private sector In the Survival Project an agenda for program.
Health, promotfon of family increasing Involvement of other

planning services. minlstries Ia famlly planning

ADOD F1EVHVAY 1538

promotion. {nltial candlidates

are the Ministry of |nterior and
tocal governments (collectivites
locales) through wider presentation
of the "Family Planning Saves Lives"
message, and Inclusion of focal
ieaders In the message and the
pragram. An opportunity to Involve
the highest levels of the country In
the message will be sought.

The sociat marketling program for
contraceotives will be extended,
Increasing outlets bayond the
pharmacy sector.

Communi ty sales poiants for
contraceotives ana primary health
care supplies estapllshed.

Contraceptives, l.e., condoms
and orats, promoted openly in
pharmacies, and sold outside
pharmacies.
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Current Pollcy

POLICY AGENDA - IMPROVED ENERGY AND NATURAL RESOURCES MANAGEMENT

PolICY Sought

Next Steps

Benchmarks

Problem Area:. Energy
Etflclency

First level energy savings
achleved through GOM
domestic pricing pollcy

on energy efflciency and
sncouragement of large
energy users to conserve.
Unciear how tariffs and
GOM Investment regulations
rastrict achlavement of
socond level savings.

Problem Area: Private Power

Generatlon

ONE has a monopoly to
produce ail electriclty In
Morocco, except for systems
producing less than 300kw
and Internal firm use.

Problem Area: Natural

Resource Managsment

Inappropriate tenancy and
management systems for
natural resources.

Pollcy environment which does
not discriminate ageinst invest-
ments In energy efficlency.

The GOM should permit privete
power generatlon and co-generation
of electriclty to be purchased by
ONE when economically feasible.

TBD

Identify policles which
ralse cost or otherwise
constraln Investments In
energy efflclency

Document private power gen-
aeration optlons fn U.S. and
other countrles and suggest

optlons for Morocco- May 1989

and follow-up fall 1989

Work with private sector In-
vestors(forsign and Moroccan)
on project ldentiflcation for
wind farms, cogeneratlon, and
combined cycle gas turbines.

Ongoing Short term study
tours.,

Fifty flrms surveyed by
TA contractor by end of
end of CY 1989.

Policy analysis study
contracted by end of
CY 1990.

GM organl zes dlscussion
with U.S, experts.

ONE cooperates with
foreign Investors to
implemant wind farm
feasiblility study.

Two study tours org-
anized In next year.
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1. Introduction

USAID Morocco is in the fourth year of implementation of a five year CUSS
(1597-1991). A new strategy will te prepared after the arrival of the new
Mission Director in the fall of 1990. Ouring ANE/DAA John Blackton's May 1990
visit to Morocco, he and the Mission engaged in a series of discussions on the
socio-economic and political challenges which Morocco will face during the
1990's. It was decided during his visit that the Mission would prepare a
short paper laying out its preliminary conclusions with respect to the
development challenges faced by Morocco and potential areas of involvement for
the Mission during the coming decade. The result is this paper which the
Mission presents in the spirit of opening a more structured dialogue with ANC
on the future directions of the USAID Morocco program. The paper is not
exhaustive in the sense of covering every possible development issue, but
attempts to look at what is important from an open markets - gpen society
perspective. For those looking for in-depth discussion of the economy or the
agriculture sector, annexes have been included on these topics. A third’
annex, on the health sector, will be the subject of a workshop in July and
will be submitted immediately afterwards.

II. Morocco at the Beginning of the 199Q0s

A. The Econamy

Morocco is a lower middle income country using IBRD terminmology. GOP per
capita ($610 in 1987) is similar to that of Senegal, the Philippines, Egypt,
"and the Dominican Republic. 1t is estimated that thirty percent of the
population is poor, l.e. unable to afford a minimun basket of food and

services,

The Government of Marocco launched a wide ramging economic structural
adjustment program in 1983, well ahead of most countries that were forced into
thé structural adjustment process. The IBRO and IMF, the main fimancing
organizations of the adjustment process, consider the program to have been
largely successful. Over the 1983-89 period, economlic growth has been goaod,
but not outstanding with real GOP growth averaging 4.6%. The average growth

. ‘rate conceals very great fluctuations largely reflecting rainfall variations

and resulting in widely varying agricultural output. Morocco's huge dJebt (83% of

W



GCP in 1990) and alrmost total dependence on imgerted oil makes success
somewhat fragile, and highly susceptible to chamges in exogenous variables
such as interest rates, ard petroleun and phosphate prices.

Morocco has a relatively open foresign trade regime and is making good progress
in moving from an import substitution based economy to a more export oriented
economy. As a resylt of various structural adjustment measures, import
restrictions have been greatly reduced and export performance aof non-phosphate
related goods has been very good. Morocco joinmed GATT as a full member in
1987, Its primary trading partner is France, followed by Spain. U.S. exports
to Morocco have been chiefly aircraft, mining equipment, wheat, and vegetable
oil. U.S. brand rame merchandise (e.g. 1BM computers and Xerox photocopiers)

is available on the local market, but is usually of European source and origin.

Morocco's damestic economy is still highly regulated and administratively
controlled, the playing field is not perceived tq be level, and full
conpetition is absent. It is difficult to get into business and ongoing
busimesses face continuous hassles. State-owned enterprises numbered 688 in
1985 (although only about half had majority state ownership), contributed
about 17% of GOP, and make certain sectors unappealing for private sector
investment., ONA--a palace holding company and one of the largest companies in
Africa--is also active in several sectors of the economy and i1s seen by many
to have a privileged position In those sectors. The banking community is
highly regulated, but enjoys low risk and high profits, and does not search
out new business agtessively.

Foreign lnvestment In Morocco has been hurt by the perception that the playing
field is not level, and by arbitrary use of power and enforcement of
regulations, Total U.S. investment is very small, perhaps $150 million.
France, Saudia Arabla, and the United Arab Emirates head the list of
investors, perhaps because they know better how to cope with the rules of the
game, Foreign investment does appear to be climbing and the abrogation last
year of the Moroccanization law of 1973 which required majority local
gwnership is a step in the right direction.



Morocco's economy is well diversified with significant manufacturing,
agriculture, and service sectors. Agriculture provides some 19% of value
agded, manufacturing 17%, mines and erergy each 3%, and transportation/
communicat ions and construction each 5%, Commerce ard other services account
~for the remaining 48% of the value added, with public adninistration
contributing 16% to GOP. (See Table 1).

Morocco's economy is still heavily influenced by the agricultural sector,
which contributes directly between 15 and 19% of total GDP deperding on the
year, and indirectly, as inputs for manufacturing industries, another 10%.
variations in ammual total GDP are closely related to anmual changes in
agricultural production. Agriculture is a leading foreign exchange export
earner, rarking as the fourth largest after phosphates, workers remittances,
and tourism. Morocco is the second largest exporter of oranges and tangerines
in the world. Agro-imdustries contribute 35% of marufacturing value-added,
the largest single share. Some 40% of the Moroccan workforce is employed in
agriculture.,

The fastest growing part of the marufacturing sector has been light
manufacturing for export of chiefly textiles, clothing, leather goods, and
agroprocessing. Based on amual surveys, new jobs created in the formal
manufacturing sector totalled 115,000 between 1983 and 19688. O0Of these,
100,000 were created in agroindustry, textiles, clothing, and leather goods
industries, . |

B. The Social Sectors

Morocco is behimd other lower middle income countries in terms of social
statistics and ranks near the bottom when compared to other ANE countries.
Adult liieracy in 1985 was only 45% for males and 22% for females ard primary
school enrollments are still not keepimg pace with population growth, which
remains high at 2.5%. Maternal mortality may exceed 400/100,000--40 times the
rate for developed countries. Approximately 60% of the rural population still

does not have reasonable access to basic health care ard all health imdicators
_show significantly worse health status in rural areas as compared to the
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matioral averages. Some 17% of Moroccan children exnibit some form of
protein-calorie malnutrition; 75% of undemourished children are found in

rural areas.

C. Political Scere

Morocco combines features of a constitutional armd an absolute monarchy, King
Hassan II i{s both temporal head of state, with almost unlimited powers vested
by the constitution, amd spiritual leader of Morocco's muslims by virtue of
the tuling Alaouite Dynasty's claim to direct descent from the Prophet
Muhammad. Power flows from the palace down, and all major decisions, as well

as many minor ones, are made there,

Alongside this traditional, palace-based power structure, a parallel system of
modern political institutions, includirng a parliament, ideologically diverse
political parties, trade unions, and professional associations, cperate
relatively freely but within the constraints imposed from above. Bullding on
the political opening initiated by the King in the mid-1970s, the Moroccan
political system provides opportunities for the expression of dissent, and the
current atmosphere of enmharced freedom of expression allows for journalistic
exposure of official corruption and abuses of authority., Yet despite these
constructive features, political participation remains restricted to a smail
elite; the majority of the populatlon, particularly the young and residents of
rural areas, feel little if any sense of irvolvement in the political

process. The sense of playing on an ureven field is leading to rising
frustration even in elite circles. Many believe the contlrued blockage of the
political system serves to enhance the crediblility of the Islamist movement as
the only real political alternative.

King Hassan has indicated interest in further liberalization of the political
system, as well as institutionalizing measures designed to pratect citizens
from human rights abuses. Decentralization plans also fit this scemaric of a
more liberal Morocco. How far the process will be allowed to develop remains
an open guestion, and marny powerful officials ard interest groups have much to
lose. The prospects for successful economic liberalization are closely linked



to political reform. Without further movement to expand political
participation and transfer power to the modern political sector, efforts to
create a more dynamic, market-oriented economic system are likely to fall
short of the mark.

0. Summation

Using an open markets and open soclety yardstick to measure Morocco, one finds
a relatively open foreign trade regime, but a relatively closed domestic
economy and political scene. Upward mobility depends chiefly on one's
family's position in society and contacts, Merit Is of lessor importance.
People use their position in society to seek economic rents. Loyalty remains
chiefly with the family.

However, there are many positive trends occuring in Morocco. The GOM has
shown a much greater interest in recent years in stimulating the private
sector. Individuals are now more likely to seek careers in busiress. (In the
past, new graduates looked for a job in goverrment.) There appears to be more
interest in giving greater responsibility to local goverrments. Still, and
especially among the young, one senses quiet desperation in society caused by
a wide perception of lack of opportunities, lack of a future.

III. Morocco's Development Challenges in the 1990s

A. Introduction

Demographically, Morocco in the year 2000 will look samewhat different than
the Marocco of 19%90.

- Total population will rise from 25 to 32 million.

- The urban population will for the first time exceed the rural
population.

- The under 15 age cohort will decrease slightly from 40% of the
population to 37%.



i from 21% to Sav of the popalation,

b=
o
v
i

- fher LB<%0 g cobort wi

- The 55 ard over a52 cohert w#ill remain constant at 9%,

8. The Economic Challengs

The major economic challenge to Morocco between now and the year 2,000 will be
to increase its growth rate from historic trend levels of 3 to 4% per year to
at least 5% per year. A five percent growth rate will be the mirdmum required
to absorb new entrants into the workforce and keep urban uremployment from
rising from its estimated level of 14% overall and 28% for males between 15
and 24 years of age. Enmployment pressure will mount over the decade as: 1) a
larger percentage of the population falls into the 15-54 age group, 2) the
opportunities to emigrate to Europe diminish, and 3) female participation

rates rise with increased urbanization.

Emigration to Europe has been a very important safety valve for those facing
unemplOyment in Morocco. An estimated one million workers now work outside of
Morocco., However, some European countries are reexahining their guest warker
policles in the light of increasing societal tensions and Moroccans face
increased job competition in Western Eurcpe from Eastern European workers.

where are the Future Sources of Growth and Employment?

In agriculture, there are opportunities for growth in bath ralnfed anrd
irrigated agriculture. In rainfed agriculture, after stagration .in the 1970s
cereal yields in the 1980s have risen dramatically as a result of changing
cereal pricing policies, improved rainfall, and increased use of more
productive inputs. Based on comparisons to rainfed agriculture in Tunisla and
Turkey, a further 50% increase in yields is judged to be readily attaimable
over the next ten years. Unlike these countries, Morocco has only recently
invested in rainfed agricultural research fram which the payoffs are just
beginning to be realized.

In irrigated agriculture, further reforms to abandon mandatory cropping
patterns, privatize imput supply, and link producer prices to world prices‘For
major import substitution crops such as ollseeds and sugar could result in
iarge efficiency gains and increased production of crops in which Marocco has

a comparative advantage.

WA\
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Sustained growth I exports will be key to maintaining high rates of growth in
irrigated agriculture, manufacturing, and related services. The challenges

P re are formidable. Oespite strong expart performance in the 1980s, Morocco
was only able to increase its market share in France, Demmark, and the United
States. In all other countries, Morocco's market share dropped (Table 2).
Creating a unified European Community (EC) market in 1992 may adversely affect
Morocco's special access to the French market for textiles, The proposed 1995
changes in the EC may also adversely affect Morocco's access to what has been
their most important market for agricultural exports. Further, the EC's
common external immigration policy will result in far fewer possibilities for
Moroccans to work in Europe, thereby reducing workers' remittances (now the
nunber 2 earner of foreign exchange after phosphates and phosphate
derivatives). This makes good performance in merchandise exports all the more
important. Morocco will have to become more sophisticated and competitive to
compete successfully for its share of traditiomal European markets. On the
other hand, creating a unified £C market will undoubtedly bolster EC growth
rates, heighten import demand, and thus open new opportunities for Morocco.

To maintain a high rate of growth in exports, Morocco needs to invest in new
production capacity. This presents a major challenge., Since the 1970s
overall investment levels have been reduced. Looking at the 1980s in detail,
there has been a decline in public sector investment and rise in private
investment. However, in the past four years, private lnvestment has
stagnated. A principal reason for this poor performance in private investment
has been the continued crowding out by large public sector borrowing, and this
despite declining public investment! Over the past seven years, goverment
borrowing on average has taken 56% of all new credit creation (Table 3).

Thus, despite the drop in public sector investment, further contraction in the
government budget deficit will be needed so that the fimancial sector can
mobilize savings for productive private sector investment.

In order fof the fimanclal sector to play its needed role in mobilizing
domestic savings and firmancing private sector investment, a substantial reform
program must be undertaken. Lifting of credit ceilings, elimination of
interest rate controls, promotion of corporate bonds, revitallization of the
stock market are important to this effort.
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Morocco will have to complete its trade liberalization program and keep the
dirham from becoming overvalued.

In addition, Maorocco's overall busimess climate reeds to be made more
welcoming. Administrative barriers to business registration need to be
reduced. Provisions of company law should be modernized. Investment
incentives should be standardized, made more useful, and their award more
automatic and transparent. Fiscal and cther impediments to the graduation of
informal sector firms to the formal sector need to be removed, and the threat
of direct state entry into competition with the private sector dimirdshed.

The Private Sector in the 1990s

The door is open for a major expansion of the private sector in Morocco, an
expansion which could alter significantly the relative weight in the economy
af the private sector vis-a-vis the public sector by the year 2000. The doar
is open because the GOM s strained firmancially and cannot provide the capital
investments needed for growth out of its own resources. Thus it is looking to
the private sector to pick up the slack.

The GOM is also beginning preparations to privatize some 112 state holdings
over the next six years, including state owned firms which have domirant
positions in important subsectars of the economy. For example, three
parastatals are slated for privatization which have domirmant roles in
fertilizer, improved cereal seed, ard other agricultural irmput distribution as
well as in oilseed marketing. Two banks on the list account for 36% of all
bark deposits. The mining enterprises to be privatized account for nearly 60%
of total mining production (excluding phosphates). Other state holdings
dominate Moroccan machire tool, steel, foundry, and auto assembly industries.

¥hether the private sector is ready to play the leading role in the economy
will depend in large measure on whether finmancial resources are increasingly
channreled to the private sector, and whether the economic playlng fleld is
leveled enough to entice entreprereurs who are not well connected into the
game.



An improving damestic investment climate should stimulate foreign investment

and provide opportunities for American firms to introduce modern technologies

and managerial technigues con a broader scale in this market. Morocco is also

well positioned to become a supplier of goods amd services to the EC and an

expanded market in North Africa with a total population of 100 million people -
if efforts to forge the Union of the Arab Maghreb are ultimately successful.

C. The Saocial Sectors in the 1990s

Morocco faces serious challenges to provide the basic and more sophisticated
education, health and family services that will be demarded by its population
in the 1990s. First, the health and educational status of Morocco's
population is already behind that of countries at similar levels of GDP and
Morocco has some catching up to do. Second, Morocco will need a healthier and
more educated population if it is to achieve the kinds of productivity gains
it will require to compete successfully in increasingly sophisticated export
markets such as the EC and the U.S. Third, the GOM will continue to face
budget constraints and will have to rely increasimgly on the private sector to
provide social services, especially for urban health care and higher
education, to recover costs within the public sector, and to reallocate its
own investment and operating funds to programs with the highest potential
impact ard programs for those least able to pay for services.

For example in education, primary school enrollments are still not keeping
pace with papulation growth and adult literacy will remain below 50% past the
year 2,000. The education budget is spent disproportionately on secondary and
tertiary education, thus starvimg the base.

In health, the flow of public sector resources to the Ministry of Public
Health 1s likely to be flat for the foreseeaple future, Unless private sector
delivery of health service expands rapidly and public sector coét-recovery is
increased, both the overall supply amd quality of health services 1s likely to
decrease. In addition, child survival gains, especially for rural areas, may
also be at risk unless family plamning and maternal and child health programs
can be put on a more sustaimable basis.
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D. Other Issues

1. Decentralization amd Local Firarce

Morocco is in a deconcentrating phase in which the central goverrment is
providing local governments additional staffing and funds. Thirty percent of
VAT receipts has in fact been earmarked for local goverrments. There is also
heightened interest in Rabat, due in part to the need to reduce central budget
expenditurés, in giving responsibility for constructing and maintaining school
buildings ard health clinics to local authorities. The coming decade will be
a time of experimentation with decentralization. It is yet to be detemmined
how much control local authorities will have aver funds received from the
central govermment and those collected locally, and how much local
participation and tranmsparency will be associated with the allocation and

expenditure of funds.
2. She lter

As Morocco becomes more urban ard as low income people flock to the cities,
there has been a proliferation of clardestine neighborhoods (housing built by
individuals and small builders on unregistered lard with only limited
infrastructure) which now account for more than 40% of srelter production in
many urban centers. While the GOM has recognized that public housing programs
will not be able to meet demand for low-cost stelter and have assuned that the
private sector will have to supply one-half of the necessary units in the
future, much 1s left to be dore to provide the private sector the incentives
to become aggressive participants in supplying low-cost shelter.

3. Natural Resources and Envirorment

Gereral

Morocco 1s just begimning to focus on environmental issues. The UNDP will be
fimancing a country envirormental profile to give an overview of envirormental
-problems in Morocco. USAID Morocco has a contract with the World Resources

Institute (WRI) to look at key envirormental issues. A recent colloguium was
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held on tne Moroccan envirorment with the participation of several U.S.
experts. ©One of the U.S. experts was asked by a palace advisor to help think
through next steps. USAID will be able to support this work through WRI and
hopes that the process will help clarify future directions for work on
envirormental issues over the decade. Two issues which may merit USAID
attention are deforestation and water.

Water -

The maregement of water resources, in the broad sense, will likely become the
main natural resource concern in Morocco and an economic one as well since
water availability could soon become a binding constraint on economic growth.
Water availability is of primary concern for the country's agriculture, and
especially expart-oriented agriculture. In addition, the development of
phosphate mining requires water. Water management is important for the energy
sector, with 12% of electricity coming from hydropower. Increasing
urbanization and industrialization are also placing ever rising demands on the
country's water resources.

Forest and Rangeland Management

Water marmagement issues in Morocco are closely linked to another important

natural resource concern, that of forest and rangeland mnagement. It is

estimated that forests are being cleared, primarily for fuel wood, five times

as fast as they are being replanted. In addition, much of the country's

rangeland exhibits severe erosion damage. Because of silting caused by this

envirormental degradation of upland areas, Morocco's extensive investments in

dams, reservoirs, irrigation works, and carels are threatened. This could

impair the country's future economic growth in two ways: (a) the silting of

reservolrs and other water works imposes extremely high costs for both

maintenance (primarily dredging) and for (b) remedial measures (new

construction). The absorption of limited funds for both recurrent costs -
(mainterance) and capital investments (new construction) will lmpose higher

costs for all water users and limit investments, both public and private, in

other areas. As a result, Morocco's economy will be less competitive than v
would otherwise be the case, and real economic growth will be lower.

4
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E. Sunmat ion

As described above, Morocco faces a series of major development challenges
over the 1990s. These can be grouped inta the following five categories:

1. Employment

With unemployment already running at l4 percent in urban areas and fewer
opportunities to immigrate to Europe, Moroccan society is experiencing rapidly
increasing tensions, especially among young adults. Morocco must raise its
growth rate, at a minimum, to the five percent figure estimated to be needed
Just to keep unemployment from rising, or even better, to the six to seven
percent range needed to reduce uremployment.

2, Fareign Markets

Continued access to foreign markets will be a key to achieving higher growth
rates, especiélly for the most dynamic parts of the manufacturing and
agriculture sectors. Morocco will need to seek new export markets, diversify
agricultural exports, as well as improve it's policy envirorment, management,
and commercial practices in order to compete more effectively in world
markets. How will Morocca be able to keep, or even increase, its market share
in the EC, take advantage of potential new markets in Eastern Europe, and
crack the U.S, market?

3.. Political Economy

Further liberalization of the domestic economy amd political system will be
needed to create additional joos, provide additional opportunities for upward
mobility, and foster a sense of citizen participation. Will Morocco be able
to loosen up the economy and political system withqut threatening the
stability of the overall structure? Can a meritocracy ever take hald in
Morocco?

4, Social

Mprocco will have to revamp its health and education systems if it's populace
is to contribute meaningfully to a more sophisticated economy and society.

\“7/\
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What can Morocco do to catch up in terms of health and educatiormal status? If
Morocco does not move faster, what are the implications for upward mobility
and productivity?

5. Natural Resources arnd the Environment

USAID Morocco has scheduled a thorough assessnent of watershed management
issues. The assessment should determine whether appropriate project
intervention is feasible in the absolutely crucial areas of water policy and
watershed maragement. If so, a new project will be designed toward the end of
FY 1991. The Mission will also be exploring other areas of envirormental and
natural resource concern over the course of FY 91,

IV. Potential Areas of Involvement

A. Program Objectives and Potential Areas of Involvement

Clearly pursuit of an overarching open markets and open society geal in
Morocco will be extremely difficult. In the Moroccan context, program
objectives might be best stated as follows:

1. Growth. Projects should contribute to stimulating economic growth
and expanding employment through the private sector; and

+ 2. Equal opportunity. Projects should contribute to leveling the
economic playing field, increasing the number of avenues available

for upward mobility in society ard expanding choice.

USAID Morocco proposes the following areas of involvement to achieve program
objectives:

1, Policy reform;

2, Strengthening the private sector;

= 3. Restructuring the health care system;

4, Providing low-cost shelter;



S. Support for decentralization;

6. Women in development;

7. Addressing emerging problems in matural resources and the

enviromment; and
8. Training.

1) Policy Reform

While Morocco is makimg the transition from an import substitution to an
export oriented economy, further liberalization of the economy is needed to
increase competition, broaden the base of the domestic economy, and increase
the role of the private sector. Areas for involvement include:
a) regulatory ard administrative reform to improve the business
envirorment for small and medium sized enterprises (SMEs);

b) fimancial sector reform;
¢c) privatization; and
d) liberalization of domestic markets.

The Mission already has an active Economic Policy Amalysis project which has
financed studies in all of above areas and can provide further aralysis and
technical assistance for the implementation of policy reforms. For example, a
team will be arriving this fall to deepen our knowledge of required next steps
in fimancial sector reform. It is possible that further work on secondary
debt or capital marketé may result. The Mission is currently providing a full
time privatization advisor to the Ministry of Economic Affairs and
Privatization and is hopeful that reduests for assistance to help privatize
specific parastatals will be forthcoming. The Mission is also involved in

studies of lnefficlencies in cereals markets and domestic distribution systems.

\%‘a\
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The Mission is currently designing a component of a procosed FYSL project, New
Enterprises Development, to focus on reform of the regulatory and
administrative environment affecting small ard medium sized enterprises.
Implementation will take place over the next five years.

2) Strengthening the Private Sector

USAID Moroccao's current private sector program focusses on export promotion
through improving Morocco's export insuranmce program, facilitating exporter's
access to investment credit, improving the production processes of exporters,
assisting with export marketing, and promoting U.S.-Moroccan joint ventures.
Over the next five years, in addition to helping improve the policy
environment, the Mission will stimulate growth of the private sector through
programs designed to:

a) strengthen private organizations which provide services to private
businesses;

b) increase the availability of firarcing for small and medium
enterprises (SMEs);

¢) promote agribusiress; and
d) increase trade and investment opportunities.

The Mission's proposed FYS1 New Enterprise Development project will begin
activities with private sector organizations and expand firancing programs for
SMEs. An agribusiness assessment team has arrived to look at the constraints
faced by agribusiness in both the cereals and agricultural export
sub-sectors. To complete the transformation of the cereals sector and achieve
realizable productivity increases, a combination of privatlization of
parastatals with monopolies on seed and fertilizer distributlon and assistarce
to private sector suppliers to the cereals sector may be needed. The team
will also be looking at the role of agribusiness in meeting the challenges

WP
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Morocco faces in marketing its export produce in the 1990s. The Mission has
proposed that an FYSL1 Agribusiness Promotion project be considered for DPRP
fimarcing.

The Mission's trade ard investment services program run through a grant to
IESC is picking up steam and may be extended. Additiomal trade and investment
activities are likely to surface as a result of the proposed Agribusiness
Promotion project. The Embassy has also requested that USAID support the
establishment of a U.S.-Moroccan Joint Business Council.

3) Restructuring the Health Care System

The Mission's current health and family plamning portfolio is increasing
access to basic health care and family planning services, especially in rural
areas, improving program efficiency, and exploring‘ health fimancing issues,
Over the next five years, access to basic FP and MCH services will rise from
40 to 85% of the rural population and to virtually 100% of the urban
population using a variety of public and private sector programs. This will
be a maj'or achievement.

At the same time, ard recogrdzing the challenge of providing adequate health
services to a growing population with constrained public resources, the
Mission will undertake a major new initiative in health care fimancing. This
new initiative will consist of three basic components:

a) Creating the conditions for a major expansion of health
delivery through the private sector;

b) Introducing cost-recovery into the public sector curative health
delivery system; and

c) Improving the sustaimability of family planning and maternal and
child health programs.
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Initial health firancing activities are being furded under the Mission's
Family Plamning and Maternal and Child Health IV project. A new Health

Firancing project is planned for FY 1991,

4) Providing Low-Cost Shelter

The Mission's low-cost shelter program is increasing the production of
serviced plots for low-cast shelter, introducing cost-recovery measures,
stimulating public-private partnership in the production of serviced plots,
and providing practical models for solving shelter issues. Over the next few
years, USAID activities should focus on encouraging the private sector to
become the major supplier of low-income shelter by:

a) removing goverrment subsidies that give price advantages to
government built shelter; '

b) developing mechanisms whereby firmancial institutions provide
construction fimancing to private developers for low income targetted
pfojects;

¢} creating new opportunities for access to credit for land acquisition
and construction for low income beneficiaries from fimancial

institutions;

d) shifting limited goverrment resources from state run production to
" leveraging private sector development; and

e) encouraging the creation of non-subsidized primary ard secondary
mortgage markets.

S) Support for Decentralization

It is unlikely that the Mission will develop a decentralization portfolio per
se, though decentralization rarks high in terms of ways to further an
open-markets, open-society agemda in Morocco. To-date, it is the low-cost

-
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shelter program working in the city of Tetouan which has contributed the most
of any USAID project to decentralization. This project srovides a good model
of how to effectively promote decentralization in Morocco. The project works
on specific problems faced by local govermments and provides the TA and
training necessary to develop new solutions and strengthen local
capabilities. The result has been a shift in the locus of decision-making on
local issues toward Tetouan and a willingness by the central goverrment to
pick up successful new ideas and replicate them with other local govermments.

Over the next five years, decentralization can probably be best supported
through the Mission's low-cost shelter, Family Planning and Child Survival IV,
and health fimancing programs. Each program will be working on issues which
involve the provision of services by local governments and will be desigred to
increase local participation in decision-making. The Mission's training
program will also support decentralization, for example by providing
in-country training for local goverrment officials in areas such.as finance.

6) ¥Yomen in Development

The Mission FY 89-30 WID Action Agenda was approved by ALD/W in November
1989, The primary WID goal of the Agenda is to integrate wamen's productive
potential more fully into Morocco's development process. To date this has
been translated primarily into efforts to increase the participation of women
in USAID-funded training programs. As the overall tralning program becomes
more oriented toward the private sector, the pool of women that can be
affected will change ard ircrease.

The WID Committee recently reviewed the WID Agenda to assess its validity and
to identify directions for future action, particularly steps to be taken for
the preparation of a WID strategy for the new CDSS period. It was determined
that technical assistance from the PPC/WID Genesys Project is required to
elaborate the Agenda and make it consistent with the Misslon's overall program
reorientation toward the private sector. The Genesys consultancy will also
assist the Mission to integrate gender issues in the new CDSS document. A
scope of work has been drafted and preiimimary discussions are under way with
PPC/WID.

L%
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7)  Natural Resources and the Enviroment

The first phase of water policy studies will be conducted in the Fall of
1990, The second phase will be carried out during the first quarter of CY
1991. Assuming findings are positive with regard to the efficacy of a USAID
pfoject for water resources policy and management, the design work will be

completed during the last half of FY'SL.

8) Training

Training has been a very important cross-cutting theme of the USAID Morocco
program for many years and will continue to be for the next five years.
Morocco is looking increasimgly to the United States, rather than to France,
for new ideas and new technologies. As growing numbers of Moroccan trainees
have completed their U.S. training and returned to their institutions,_the
impact of their training is increasingly felt and valued. This has resulted
in a surge in demand for U.S. training, especially in such fields as
management and computer science, The Mission's MBA program, begun just one
year ago, is quickly running out of training slots.

A new training project will be designed in FY91 to respond to the increased
interest in the U.S. While the project will build upon two previous training
projects, it will also introduce new mechenisms to increase the proportion of
participants from outside of the govermment, and from geographic areas other
than Casablanca and Rabat. It will respond to the recommendations of a
private sector training needs assessment which will be complated by the end of
September 1990. It will also attempt to increase female participation above
the current thirty percent target.

B. Paths Not Taken

The Mission does not propose to provide assistance to primary education, even
though illiteracy will continue to be a constraint on development, equal
opportunity, and citizen participation into the next century. AID does not
have a comparative advantage in working in an arabic language envirorment on
such topics as curriculum reform or educational efficiency, nor will the

W
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Mission likely have a level of funding which would permit a focus on primary
school canstruction. Furthermore, the World Bamk is deeply involved in
educational reform and primary schoal construction in Morocco,

USAID/Morocco promoted public sector institution building in the energy sector
during the 1980s under projects for Energy Planning, Renewable Energy
Development, and Conventioral Energy Management and Training. The modest
success of these programs and the importance of greater use of market forces
led the USAID to reorient its erergy activities toward the private sector, and
to phase cut the ENR Divisicn. The Energy Demand Management project--which
will run through 1993--will be implemented as part of the Mission's private
sector portfolio, and the USAID may pursue private power and other interesting
energy policy issues with support from AID/W.

Morocco appears on the list of drug producing countries which requires a
yearly certification to Congress that progress in controlling drugs is being
made, The Moroccan government has stated on several occasions that it would
be happy to enlarge its law enforcement and crop substitution programs if the
United States were forthcoming with the necessary financing. The GOM has also
stated that such fimancing should be additional to planned economic assistance
levels for Morocca. To date, the USG has provided modest amounts of
assistance in drug interdiction, for example, a DEA training program on how to
recognize drug trafficers was given in the spring of 1990. As Morocco is not
a major supplier of drugs to the United States, we believe a continuation of
modest assistance through central programs is the appropriate response.

C. A Program in Transitlion

The USG economic assistance program to Morocco is undergoing a period of rapid
transition. The CDSS planning period is almost over and a series of projects

begun in the 1980s will be coming to an end over the next few years. This is

of course most apparent in the erergy portfolio, where only one

i
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project--energy c2mand managament--remains after Junme 30, 1990, Fiscal year
1991 is a watershed with four nes projects scheduled to be completed:

1. New Enterprise Development;
2. Agribusiress Promotion;
3. Health Finmancing; and

4, Training for Development.

In a program which normally adds one or twa new projects in a fiscal year, the
design of four new projects announces the beginning of a new strategy period.

0f course, certain on-going programs will contirue to be important during the
next five years. The economic policy analysis project may be extended and
expanded if opportunities in privatization and fimancial sector reform pan
out, The Mission's shelter program will enter a period of intensive
implementation and will have an even more palpable impact on the housing
sector. The same will be true of the Dryland Applied Research Project which
should complete its transition from U.S. to Moroccan mamagement and achieve a
large impact on cereals yields. The Family Planning and Child Survival IV
project will extend basic health and family planning services into rural areas
which have same of the worst health conditions in the country, completing the
expansion aof public, basic health programs.

Recent evaluations of long-term mission investments in three of Morocco's
premiere agricultural institutions, the Agronomic and veterimary Institute,
the Natiomal Institute of Agronomic Research, and the Ministry of
Agriculture's Plaming and Statistics Department, indicate that these
investments have met, and in many cases exceeded, their institutional
development objectives., In the 1990s, the critical tasks for these
institutions will be maintaining this outstanding capacity, using this
capacity to provide informatlion and technology to private sector actors and to
promote policy formulation designed to increase private sector
responsibilities for agricultural sector development, and exploiting
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estaplished relationships with the U.S. scientific community for the mutual
benefit of the American arxd Moroccan economies,

All in all the next five years should be exciting as mature programs reach the
point of maximum impact and new, more private sector oriented programs get
underway.
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