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<EMBASSY OF THE
UNITED STATES OF AMERICA

Rabat, Morocco

June 12, 1970

The Honorable John A, Hannah
Administrator

Agency for International Development
Washington, D, C, 20523

Dear Dr. Hannah:

Although I have not been long in Morocco, I have
become aware that a continuing bilateral US aid program
is important to United States interests in this country,
despite the increased role of the IBRD and other donors.
For such a program to be most effective I believe there
will also be a need for an assistance organization in the
field, The size of this organization would of course de-
pend on the nature of the future program,

I have participated in discussion of the major issues
posed in this paper, I believe the paper is a valid basis
from which to consider the future of the program here,
As yet, however, ] am not sufficiently conversant with
the AID operation to form a judgment on all the details
discussed,

Sincerely,

Stuart W. Rockwell
American Ambassador
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I. U. §. Objectives in Morocco

The goal of the aid program in Morocco continues to be to assist the
GOM attain the objectives of the Five Year Development Plan (1968-1972),
The political setting and rationale for the U. S. assistance effort in Morocco
have been stated most recently in RABAT A-38 (Morocco: Guidelines for
Policy, dated 3-4-70) and in earlier messages: RABAT 2900 (U. S. Policy
Assessment for Morocco, dated 2-16-68), and RABAT A-34 (U, S. Policy
Assessment for Morocco, dated 2-17-69), and remains valid for the current
submission, Similarly, the general economic setting and analyses contained
in the FY 1971 CFS are also applicable to the program discussed in this

submission,

II. Morocco's Development Program and Accomplishments in 1969

Moroccan economic development has been analyzed annually in IMF and
IBRD reports, which have increasingly noted positive improvements under-
taken by the GOM in recent years. While the latest IBRD Economic Mission's
report is not yet available, mission members appeared to be generally satis-
fied with Moroccan economic performance.

As was to be expected, the growth rate in the agricultural sector during
1969 failed to match the extraordinary level achieved as a result of the 1968
bumper cereals crop. Growth in agricultural output decreased by 10%.

By contrast, gross domestic product increased in other major sectors,
ranging from 3,4% in mining to 10% in energy production, with the industrial
sector showing a 7% advance.

Gross investment increased by 10% in 1969 in contrast to 4% in the preced-
ing year (in terms of current prices), with investment reaching a level of
15. 5% of gross domestic production,

Imports increased to Dh 2, 840 million in 1969, 2% over the 1968
level, while exports rose 7% from Dh 2,280 million in 1968 to
Dh 2,450 million in 1969, A greater level of industrial production led
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II. Morocco's Development Program and Accomplishments in 1969
(Continued)

to increased imports of semi-manufactured goods and production

equipment, offset by a 27% reduction in imports of foodstuffs.

Domestic savings also increased and, as a proportion of
gross domestic product, attained a level of slightly above 15%.
Domestic prices remained relatively stable, showing an increase

of only 3%.

An analysis made for the High Commission for the Plan in
early 1970 indicated generally satisfactory progress had been
attained in 1968 and 1969 towards meeting over-all Plan targets.

III. External Assistance Requirements

The analysis of Morocco's likely needs for external assistance
as provided in the FY 1971 CFS and reviewed and updated in Rabat
TOAID A-293 (November 3, 1969) remains valid for the current
examination. Continuing success of Moroccan development efforts
indicate. that the Moroccan economy will be capable of absorbing

increased levels of gross investment,

With regard to the debt servicing burden, Morocco's present
low burden will become more difficult over the next fifteen years as
principal repayments on outstanding debts increase. In addition,
new loans contracted to fund the gxpanding development program will
progressively add to the total servicing burden, Morocco's ability
to service this increasing debt burden will be determined to a critical
extent by the terms of new loans, the economy's growth, and the
ability of the economy to provide the foreign exchange needed to meet
these obligations. Even if Morocco's economic performance continues
to be good, there may atill be a severe liquidity strain within a decade
unless the new loans Gbtained continue to have a substantial concess-

ionary element,

4
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III. External Assistance Requirements {(Continued)

Effective utilization of foreign resources as well as the under-
taking of priority efforts discussed in subsequent sections of this
submission during the period covered will require mobilization of
substantial local currency financing. Most of this must, of course,
come from Moroccan internal sources. However, to help meet
this need, as well as a considerable level of indirect foreign exchange
costs, a larger proportion of foreign resources should be provided in

the form of program-type assistance,
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The U.S. AID Program in Morocco

A, Summary of Issues and Recommendations for Apriculture Sector

Igsue One
Given that agriculture is the heart of AID activities in Morocco,
should there be major changes in the content of the agricultural
prograa through the suppression of on-going activity or through the
addition of new programs?
Summary Recommendation: While some streamlining of projects is
needed and while some evolution of projects between now and 1972
will affect their organization, we foresee the continuation of present
efforts in cereals improvement, range management, agricultural planning,
agricultural education and financing of overall Moroccan development
efforts through the agricultural sector loans as remaining the
heart of the Agricultural program, However, it is strongly proposed
that the USAID be authorized to enter into discussions with the
GOM with the expectation that this would lead to two new activities:
8. A project for improvement of grain storage facilities,
with studies to be financed with DG funds and improvement programs
to be financed with DL financing,
b, A project to assist the GOM in developing and implementing
an accelerated program for distribution of lands now controlled
by the State and emanating from holdings taken over from former
colons, We foresse the need for & combination of technical
assistance under DG financing and probable assistance in local

currency financing for credit and related inputs, primarily
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through contisued availability of financiag under the agricultural

sector loans,
lasys Tvo

Given the range of individual projects saticipated im the
sgricultural sector, what should be the form of orgsaisatiom of U.S.
agricultural staff to be aimed at in the coming 12-24 monthe?
Sgumary Recommendation: While individual adjustments may bave to be
nade, it i{s planmed that by the ead of FY 1972 the basic contemt of
agriculture project operations will be carried om by comtractors or
other organizations, It is anticipated that the AID direct hire
staff will be limited to a three man adainistrative and planning
overhead group plus one project coordimator for the activities carried
out by comtractors in the cereals preject,
1. U,S, PLANS FOR ASSISTANCE

a. Problems in Agriceltyral Develogment

The characteristics of Moroccan agriculture which pose

particular problems in development werse described in the

¥Y 71 CFS, Briefly, these were: (1) population growth out-

stripping increases ia sgricultural eutput (except for the last

two years); (2) s dual ecomowy in which a large treditiomal

element with low productivity and limited capecity for chasgs

over-shadows the modern or progressive slemsat; (3) dependesce

on & variable and unceartain rainfell which compounds the

L
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inhereat reluctance of the traditional farmer to risk
experimentation in crops and livestock; and (4) institutional
weaknesses, chief among which are land tenure and referm,
agricultural plamning and administration, and shortage of skilled
manpower to implement agriculture programs.
b, R cultural Out and Developments

As described in the ¥Y 70 ASL paper, growth in agriculture
outpnt-d'ecuued by 10%Z during 1969 from the record 1968 output
lew]l, However, this still represented the second highest
amual agricultural output on record. Although much of the past
two years' gains have been due to faverable weather and growing
conditions, someof the improvement cam be attributed to heavier
investments in sgriculture, more concern and effort by the GOM,
and improved adeinistration., This is reflected by the demonstrated
capacity of GOM to accelerate project implementation and raise
investment levels by more than twofold over previous levels,

Heavy carryover from the record 1968 wheat crop offset the reduced
1969 crop but a lower level of commercialization and declining
stock levels required the purchase in March 1970, of 100,000
tons under U,S, CCC credit for shipment prior to May 31, 1970,
This is in addition to wheat imports under Title II and an
anticipated $2 million Canadian grant for the purchase of

approximately 26,000 tons of wheat, 1t is expected that additional
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stocks of wheat will be purchased commercially (CCC credit)
and perhaps under Title 1 for shipment prior to August 30 to
rebuild security stocks and meet consumption requirements
prior to the time when the 1970 crop reaches commercial channels
in full volume,

Abnorsally high rainfall during January of 1970 resulted
in severe flooding in the Sebou river basin causing losses in
sugar beet and citrus crops. In spite of this, the 1969-70
citrus crop was approximately 15-202 higher than the previous
year. However, Moroccan oranges are meeting severe competition
from Spanish exports of this commodity in Europe with resultant
decrease in prices. By May 3, 1970, Morocco had exported
548,000 tons of citrus, which will be closs to the total for
the year, against hopes for 650,000 tons of exports. Totsl
1969 exports wers 535,000 toms., However, lower prices will mean lower
foreign exchange earnings in 1970,

The flood losses in the Sebou may reduce sugar best
production i{n 1970 from that of 1969. For this resson, a
recent trade agreememt with Cube for 300,000 tons of sugar say be
well utilized. At the present time, five sugar silis have
beer completad or are in the process of construction in the Tadlas
and in the Rharb Plain, with two additiossal plants planned to be
constructed,

The following is a summary of GOM accomplishments during
T -
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1969, most of which were described in the 1970 ASL paper:
1, More than 40% increase in enrollment at the National
Agricultural School at Meknes,
2, Enrollment of 45 students in pre-veterinary training
at Mohammed V University and development of plans for the
estsblishaent of a school of Veterinary Medicine,
3. Development and staffing of the Agronemic Institute.
4. Accelerated rate of land development for the Zebra
and Bou Areg areas of the Lower Moulouya.
5. lssuance of the Agricultural Investment Code.,
6., Improvemsnt in agricultural credit during the last
two years through expansion and strengthening of CNCA
activities,
c. © Dono is n cult
The following is a brief summary and updating of FY 71 CFS
and 70 ASL papers on this subject.
1, IBRD: has designated Morocco am emphasis country
and plans to provide new lending at the rate of approximately
$50 million per year., $46 million loan for development
of Sebou made in 1969,
2. UN Special Fund: Sous-Mousse study team now preparing
overall development plan to coordinate rapid expansion

in smail scale groundwater irrigation activities, Other

- SR
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activities fnclude PRAM (dryland agricultmre); DERRO
(development ia Rif aresa of North Morveco); Natiomal
Documentation Center; sssistasce to Natiomal Forestry School.
3. Belgiom: Soil specialists to Agromomic Institute

and anticipated imcrease in total mumber of agricultural
technicians,

4., Canada: instructors for the Natiomal Agricultural
School at Meknes; cedastral survey cowvering 635,000 hectares;
proposals to provide up to six prefessors and ladboratory
equipment to the Agrooomic Institute; and development
specialists for a project in Tetouan Province.

5. Great Britain: technical sasistance in snimal
husbandry and crops resesarch amcumtiag to $100,000 -

150,000/ year through 1972; capital assistasce to agriculture
of $360,000 for the same period,

6. Vest Germany: loog tarm fimancing plus mimor techmicel
assistance im agriculturs.

7. Rumania: technical assistance im meat slaughtering

and c¢old storage facilities,

8. 7France: through its general technical assistancs programs,
France providas teachers for various agricultursl and science
institutes, advisors ia & range of techmical areas and
operating personsel for several sections of the Ministry of

Agriculture and subordipate sgencies.

. . -



AR
10
While none of the above projects overlap or duplicate
present or planned U,S, activities, increased efforts will
be made to coordinate these activities at all levels of
administration.

2. ROLE OF U.S5. ASSISTANCE IN AGRICULTURE

In recognition of the desire to concentrete U,S, assistance
along lines foreseen in the Peterson Commission Report and AID/AFR's
own planning guidelines, it is proposed to concentrate U.S., inputs
in agriculture in the three areas of production, planning, and
training of urgently needed technical personnel, We intend to continue
the Cereals Production and Livestock and Rangeland Improvement projects.
We propose tentatively (subject to progress over the next 12 months)
continuation of the recently begun Agricultural Planning project beyond
FY 1972,

Thirdly, assistance to the Hassan I1 Agronomic Institute in plant
and soils sciences will be continued beyond FY 72 and, largely in
recognition of Morocco's planning needs, it is proposed to extend this
assistance to the field of agricultural economics.

Complementing technical aseistance to increase production, a
need is foreseem for capital assistance for grain storage and another
agricultural sector loan in FY 1972, These preposals are further

discussed in paragraphs g. and h, below,

a. Increass in Ceresls Production Project (608.11-130-058)

This 7-year project addresses one of Morocco's most

serious agricultural production problems - a chronic shertage
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of wheat,. Our efforts are conceatrated on three fromts;

(a) three technicians are engaged in applied research on
varietal and production problems; (b) four extensioa agronomists
are carrying out production demonstrations to train farmars;

and (c) Moroccan agronomists are being trained locally, at CDHMYY 'y
and in the U,5, A direct hire project manager coordinates the

activities of project staff members supplied by the Near East
Poundation, CIMMYT, and one direct-hire agromomist,

With the exception of an additional agronomist (seed
production and certification) for which we have requested AID/VW
approval, and switching the direct-hire agronomist positiom
to the Near East Foundation contract, we anticipate so major
chamges in the structure of the project by FY 72,

b. Livestock snd Rengeland laprovement (608-1}-130-078)

In this project we are attempting to develop and demcastrate,
in pilot aress, isproved rangeland and livestock sanagement
practices. The project is now scheduled to termimate at the
end of CY 1972 but we considar that it will likely be necessary
to axtend the project at least two years to pemit achievement
of project objectives.

Ve anticipate moving toward a restructuring of project
personnel so that by FY 1972 our technical assistance isput
will be through a contract with a private firs or institutiom

or a PASA with an appropriate agency of the U,8, Covernmeat,
1/ Iatermationsl Corn aad Vheat Improvemeat Center

”~ . .
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c. Assistance to H ltural Edueation (608-11-110-088)

This new 7-year project has just gotten underway with the
recent signing of a contract with the University of Mimnesota to
provide teaching, trasining, and limited commodity assistance te
the Hasean I1 Agronomic Institute., The Minnesota effort will
initially concentrate on plant ana soil science, two vitally
important specialisations urgently needed to support the
cereals production project described above. ltmay be desirable
to expand the project in FY 72 or 73 to include agricultural
economics which would support the agricultural plamming project,
d. Agricyltural Planning (608-11-140-087)

A major imstitutional weakness in the Ministry of Agriculture

is the lack of careful and coordinated economic analysis during
the planning of various development activities. To assist in
solving this problem the U,S, is providing the Ministry of
Agriculture with a 4-man team under a DG-funded host-country
contract with International Development Services which has as its
sajor objective the demonstration of modern methods of agricultural
planning and the sstablishment of a planning group eventually
staffed by Moroccans.

We anticipate that it will be necessary to extend thie
project beyond FY 1972 as it appears unlikely that a staff of
Moroccan plamners will be trained by that time.

e, A ltural Devel nt Support (608-15-199.036)

We anticipate tﬁin FY 1971 the USAID will move toward

.
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reducing direct hire agriculture positioas snd in FY 1972 will
have only four direct hire technicisa positions, all funded
under this project, These positioms would constitute &
plamning and management group comprised of the Food and
Agriculture Officer, a Deputy, the Prograa Assistant and the
Project Manager for the Cersals Project,

f. ILptrodyctiop of U,S, Private Enterprise
Through financing of pre-investment surveys, Cooley loans

snd the Large Unit Agriculture (LUA) program, AID has deen
moderately successful im attracting American firms to imwest
in Morocce,

The initial statement of purpose and objectives of the LUA
and sgricultursl private enterprise prograss foresaw opportunities
for U.S. private enterprise in the operation and exploitation of be
extensive recuperated lands now comtrolled by the G, Experiesce
with the private investment projects which imvolve large
tracts of land suggest that we should restudy this slement of
the LUA program, perhaps limiting studies to agri-business
industries which are iaterested only in processiag and sarketing
and do not require a substastial block of land wnder coatrol
of the firm, As indicated elsevhere in this CFS, we tntend
shifting imvestment promotion activities from the USAID to
the Embassy Economic Section ia FY 1972, However, the direct
hire agricultural staff svailsble under Project 036 will be

avajlable to a:l;l in technical evaluatios of proposed sgricultursl

investmeat projects, m
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ge Capital Assistance

1t is fores?en that a survey financed with DG funds in
FY 71 will lead to a FY 72 loam for grain storage facilities
including design and engineering specifications and some
specialized equipment. This dollar loan could be supplemented
by local currencies, generated from agricultural sector loans
to finance local construction costs, Dollar funds and local
currencies would alse be used for review and planning of grain
storage and marketing policies, to be extended in subsequent
fiscal years to other crops and agricultursl commodities as
well (e.g., edible oils, livestock production).
h., Agricultural Sector Loan

As pointed out in the Mission's earlier analysis of
axternal financing requirements, a larger proportion of program
type assistance is responsive to Morocco's needs for financing
of indirect foreign exchange costs of development and to
permit more rapid and effective utilization of foreign credit.
Accordingly, the Mission is proposing a further agricultural
sector loan which would be available to supply (1) general
commodity imports with resultant local currency proceeds being
used for agricultural sector development; (2) specialized
equipment and commodities required in support of AID projects
(e.g., laboratory and research equipment for the Agronomic

Institute) and other GOM projects; and (3) personal services

oy
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such as in fessibility studies,

Local curremcies generated by the agricultural sector
loan, which is proposed at & range from $8-12 million, would
be used for completion of local construction asd other costs
in the Lower Moulouya and for a progrem of selective credits
and subsidies in support of the Livestock amd Rangelend
Improvement Project and Careals Production activities, as well
as the general range of local currency slements of the Ministry
of Agriculture’'s development program.

The U.5, has technical assistance activities requiring
local currencies and smaller amounts would be required for
budgetary support of GOM efforts to expand and improve
agricultural training facilities. This would include both
the Agromomic Inatitute and Moroccan institutions where there
is currently no AID input (e.g., the Mekmes Agricultural School).
i. Farm Settlement snd Trajning

The 60M is becoming incressingly comcerned sbout the need
to step up the rate and effectiveness of its land distribution
efforts, A request was sade to the IBRD im Februsry 1970, Wy
the Ministry of Agriculture to provide assistamece in ¢ land
distribution program "Allotissemesnt des Terres Recuperess”.
The project calls for an average anmual distribution of 20,000
hectares. The land to be distributed is presestly being operated

as state farms under the Ministry of Interior. However, the
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Ministry of Agriculture is expected to regain control of these
farms after 1970. The size of farm to be established would
depend on the relative productivity of the land and be based
on that required to obtain an spproximate family income of
4000 dirhams per year,
Since there is strong doubt that IBRD will be willing
and able to provide the assistance requested for this project
largely because of its high lecal currency element, it is
proposed that the U.S, offer to provide assistance on a sazller
scale in the form of a pilot program of model cooperative
settlement and training farms.
The objectives of this project would be to:
1. Provide increased rural employment through expansion
of labor intensive, high return crop and livestock enterprises,
2, Assist beginning farmers in the establishment of
improved management techniques in production and marketing
farm products,
3, Attract foreign capital and financial expertise in
mobilizing domestic capital for agricultural development
wvith minimum requirements from public funds,
4, Provide means and methods of training young farm
youths and adult farsers in basic agricultural and technical
skills who presently do not have this opportunity,

5. Assist in the development of effective faraer
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cooperatives which will strengthea the social and political
structure of the rural areas while at the same time

provide a basic democratic institution for the ecooomic
advancement of farwmers.

6. Demonstrate to present operating farmers the gains to de
derived from carrying out improved farming and marketing
practices through private enterprise efforts.

This project would be implemented through a contract with s
U,S, agricultural development corporation which would provide technical,
managerial, and training service to the farm settlers. USAID would
finance the purchase of farm machinery, shop, asd training equipment
for the establishment of pilot training snd demonstration farms,

This project, by utilizing the total "package approach” to
development, would have a more balanced and far reaching effect tham
other projects and would have the potentisl for large scale expansion.
The major costs of the project would largely be labor and resources
alr'eady underemployed in the country. Lastly, the managerial and
adeinistrative load for implementstion would be minimized for the
potential impact.

AID/W's concurrence is required to authorize the USAID to open

discussions with the GOM on tha form such a project might take.
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B. Summary of Issue and Recommendations.on Unemployment
and Urban Development

Issue; Should the problems of unemployment and urban development
serve as a more central focus for a series of AID activities than has
been the case in the past and, if so, what form should such agsistance

take ?

1. Introduction

Morocco has been chronically afflicted with problems of unemployment
and underemployment and this problem is exacerbated in the urban areas

by a continuing migration of persons from rural districts.

While the 1968-1972 Five-Year Development Plan estimates that a total
of 485, 000 new jobs will be created during its life, the number of additional
persons seeking employment during this period is estimated at some
710, 000. Although there may be some question about the full accuracy of
these statistics, they would suggest that even with accomplishment of all
Plan targets the difference between jobs created and persons seeking employ-
ment will increase currently estimated ungmployment by over 25% (from some
878, 000 in 1968 to over 1,1 million people in 1972.) Supporting this indication
of trend is a study financed by the Ford Foundation in October, 1969, which
concluded that the urban population in Morocco will increase by over one
million people during the next five years even assuming the success of the

rural development and family planning programs.

The Moroccan development strategy expressed in the Five Year Plan has
been to emphasize agricultural development in an attempt to minimize the
migration to the cities and to develop increasingly a basis of rural consumers

of finished goods which over time will stimulate further industrial development

2 re—
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B. Summary of Issue and Recommendationsiom Unemployment
and Urban Development (continued)

1, Introduction (continued)

While not explicitly stated, Moroccan policy has assumed that efforts to
improve urban conditions to a significant degree would tend to encourage
more immigration before productive employment opportunities were in
existence and that such accelerated movement was to be avoided. Thus,
the key elements of GOM strategy to meet unemployment problems may

be summarized as follows:

a. Emphasis on agricultural development schemes.

b. Use of Promotion Nationale (PN) as one means of keeping rural
population in rural areas, at the same time utilizing PN to develop
simple infrastructure facilities which can encourage further
development of the rural areas.

c. Encouragement of private investment in industry to permit the
growth of an industrial base without the use of significant govern-
mental resources which thus are made available primarily for
agricultural development projects. Stimulation of private invest-
ment by the GOM has concentrated to a significant degree on
tourism, not only for that sector's substantial foreign exchange
earning capacity, but also because of its potential for providing
jobs at lower investment costs.

d. Encouragement of emigration of unskilled workers into the
European labor market which removes such workers from the
Moroccan market for a period of several years and results in the
eventual return to Morocco of workers with greater skills. For

example, the IBRD reported that recent migration of Moroccan



B. Summary of Issue and Recommendation on Unemployment and Urban
Development {continued)

1. Introduction {continued)

workers to EEC countries was 45% higher than in 1968 (an increase to

19,338 from 13, 339),

In general, the GOM strategy has seemed reasonable under the circum-
stances and has obtained the approbation of the IBRD and international
agencies (e.g., IMF, UN). However, there has been increasing concern
about the social implications of expanding urban unemployment, and this
was a matter of concern at the October, 1969 Consultative Group meetings.
At that time, Finance Minigter Tahiri stated that while rural unemployment
wag largely seasonal, contimiing migration to the cities had created '"severe
urban unemployment, and that the GOM was planning to redirect the focus
of Promotion Nationale activities more to urban projects, particularly to

the improvement of housing and public health."

The Ford Foundation report noted above was prepared by Mr. Alfred
van Huyck of PADCOy It appears to have generated great interest in the
Ministry of Interior. Besides estimating the magnitude of current and
future urban population concentration, it addressed the problem of bidon-

villes and urban housing and concluded that:

(1) Low-cost housing programs are not an adequate answer by
themselves, since they have been too expensive for the government to
finance and, in fact, the number of units proposed has been reduced over

the last few years.

(2) Use of police power to restrict the spread of bidonvilles in the
face of severe population preassure is forcing the densities within the bidon-

villes and medinas to dangerously high levels, This places an additional

hardship on the peo“ty of stimulating social unrest.

1/ Planning and Development Collaborative, Washingtom, D, C,
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B. Summary of Issue and Recommendation on Unemployment and Urban
Development (continued}

1. Introduction (continued)

(3) A short-term strategy for dealing with the bidonvilles is

needed urgently since they will remain as part of the urban structure.

While increasingly concerned about the urban probiem, the GOM is
in a quandary concerning it. Resources marked for development in the
Plan will be dizficult to shift to social uses and the availability of important
additional resources from internal sources is likely to be limited. With
the modest family planning program contained in the Five-Year Plan lagging
substantially behind its accomplishment targets and with implementation of
the program expected to proceed at a relatively modest rate, the GOM
recognizes that the unemployment and urban unrest problem may become
even more acute than presently envisaged. An indication that the U.S, is
prepared to devote some attention to the problem may well help the GOM to
galvanize some of its own resources to help deal with the problem. In
addition, U.S. involvement in GOM efforts to provide a check on growing
unemployment and in providing a more comprehensive and orderly develop-
ment of life in the urban areas would be consistent with AID's continued
emphasis on programs designed to increase popular participation in the
planning and implementation of programs and the attainment of a greater

share of benefit from assistance activities supported.by the U.S.

Under the circumstan ces, the Embassy and US AID believe it desirable
to focus certain activities around the problem of unemployment and urban
development. The question becomes one of deciding what should be the

thrust of such a program, recognizing likely limitations on resources.

F . 2
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B, Summary of Issue and Recommendation oo Unemployment and Urban
Development {continued)

1. Introduction (continued)

Although recognizing that reducing unemployment and urban development
may be desirable activities, in principle, to become involved in, there are
a number of problems raised with respect to U. S. involvement that must
be considered. First is the lack of comprehensive, reliable data. Attempts
to improve Moroccan capabilities in gathering and analyzing such data
would appear to be a priority activity to which to provide encouragement,
aithough our own capacity to work in this area is limited. The GOM Ministry
of Labor is one of the weaker ministries and considerable strengthening of
its staff will be required to permit the undertaking of expanded training
programs, for example. AID's role in this area is probably best left to an
exhortative one and an effort to find other, better qualified donors to help,

except for possible limited participant training.

Secondly, the expected limitations on U.S, resources available for
support of new programs will preclude large mass efforts, and we must be
precise in deciding what to do. The limited detailed knowledge at this
Mission concerning successful AID activities in the field of urban development,
coupled with ingufficient staff versed in this field, makes the presentation of

a program more difficult,

A third problem is to find means to tread a delicate path between rising
urban unemployment and the cry for social services on the one side, and the
real danger on the other hand of encouraging accelerated migration from the
rural areas as a result of efforts to improve the lot of the pauperized urban

dweller, The thrust of U.S. assistance efforts in Morocco has always been

to stress support of the over-all development effort without specific emphasis
) * ]




23

B, Summary of Issue and Recommendation on Unemployment and Urban
Development (continued)

1. Introduction (continued)

on social improvements related to urban problems. However, it is now
felt we must pay more attention to the non-economic factors influencing
national stability to avoid conditions which would jeopardize substantially

the developrnent effort and the attainment of U.S. foreign policy objectives.

The major purpose of this part of the CFS is intended, therefore, to
stimulate discussion in the Program Review on this issue and to determine
general directives to follow, rather than to recommend precise projects
and programs. In this connection, it is to be noted that the GAO report
now being prepared on Morocco can be expected to tnake a positive

recommendation that AID programs deal more explicitly with this problem,

As seen by the Mission, the U, S. involvement in this sector will
concentrate on two broad sub areas: (1) a sharpening of activities to
stimulate industrial production and private enterprise, which remains, as
previously identified, the most effective and immediate way of contributing to
the provision of an economic scolution to the increasing social problem of
unemployment; and (2) examining possibilities for assistance to a number of
urban development activities designed to provide improvement in the quality

of life in the areas inhabited by restless job seekers,

2, Industrial Programs to Expand Productive Enterprises and. Thus
Provide Jobs at a Faster Rate

a. Industrial Planning Group. The recent IBRD study missions to

Morocco reiterated that planning capability of the individual operating

ministries %Wequired considerable
.
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B, Surmmary of Issue and Recommendafon on Unemployment and Urban

Development {continued)

2. Industrial Programs to Expand Productive Enterprises and, Thus,

Provide Jobas at a Faster Rate

a, Industrial Planning Group (continued)

augmentation, We believe that the next Moroccan Five-Year Develop-
ment Plan will require a very much more comprehensive plan with
respect to industrial development than the present Plan's relatively
general content, Critical areas requiring attention and study include
topics such as a more precise evaluation of the benefits of association
with the EEC and with Maghreb partners and what these associations
should mean in terms of promotion of specific industrial opportunities,
and greater examination of increased production for export markets for
industrial goods in contrast to current emphasis strongly directed to the
foste;‘ing of import substitiution industries. The recent IBRD industrial
team will undoubtedly make a number of significant recommendations in
these various areas. These need to be followed up by local action, We
see an opportunity for a U. S. consultant team to work in that capacity.
Following upon the model of the establishment of the agricultural planning
unit within the Ministry of Agriculture, it is proposed that a similar unit
be established in the Ministry of Commerce and Industry or other suitable
entity through a contract with a U, S. university or private consultant

firm active in the development planning field, We beligve that current

effort to reformulate the future and role of the Moroccan Qffice of Industrial

Studies and Promotion {(BEPI) provides a potential focus for such an effort,
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b. Intensified and more comprehensive training programs

Using FY 1971 as a year of transition, we intend to lay the ground-
work for a training program addressed to three kinds of groupings:

(1) Government administrative and planning agencies concerned with
promotion and regulation of industrial development and industrial enterprises.
This would include personnel from organizations such as the Ministry of
Commerce and Industry, BEPI, and the BNDE (National Economic Develop-
ment Bank),

(2) Personnel in public enterprises, e.g., National Phosphates
Office, National Export Office, etc., engaged in actual processing or
production or marketing of mining and industrial materials, including agro
industries. Training assistance would be provided in furthering industrial
rationalization and improved production processes, management, marketing
and distribution.

(3) Similar to (2) above, personnel in the private sector would be
eligible for training, largely middle-level management and technical
personnel, It is foreseen that much of this activity would be coordinated
through groups active in the private sector, e,g., Centre des Jeunes Patrons
and another group of private businessmen concerned with questions of training
(Groupe d'Etude des Formateurs) as well as BNDE. Also, a possibility under
this activity would be the designing and implementation with local branches of
American firms and such Moroccan firms as may be interested of in-service
training programs for lower and middle skills personnel--electricians, motor
vehicle maintenance men, accountants, etc,

While this project is to be organized by direct hire staff in 1971, we
also wish to locate a private contract group which can direct the project from

1972 onwards.
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B. Summary of Issue and Recommendation on Unemployment and Urban
Development {continued)

2, Industrial Programs to Expand Productive Enterprises and, Thus,
Provide Jobs at a Faster Rate

c. U. 8. Investment Promotion. Current Mission efforts in this

field would be continued, with special emphasis on continued large-unit
agricultural studies, Provision of local currency funds for "Cooley' -type
loans, and other specialized efforts to promote increased foreign investment

in Morocco.

These investment promotion activities will be supervised and co-
ordinated during FY 1971 by the US AID direct hire private enterprise
advisors. Since dollar funding for these activities will be provided from
regional funds according to recent guidances, no budgetary provision is
made except for the costs attributed to the advisors, For FY 1972, it is
contemplated that these activities will be conducted in the field under the
aegis of the Embassy Economic and Commercial Section, thereby consoli-
dating the current US AID and Embassy contacts with U, S. businessmen in
close conjunction with the Washington offices of OPIC. Thus, we would plan

that US AID direct hire positions would be phased out some time in FY 1972,

3. Urban Development

is
At this stage, it/extremely difficult for the US AID to make definitive

recommendations with respect to programs of urban development for FY 1971
and FY 1972. This is true for two reasons: {a) Having purposely concentrated
past activity in the agricultural and family planning fields, we bhave avoided
significant discussionsa of urban problems which could lead to requests for
assistance to which in the past we were unprepared to respond favorably.
Hence, we have inadequate knowledge of Moroccan views of the problem of

urban development; (b)Lacking & profegsional staff which has dealt with
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B, Summary of Issue and Recommendation on Unemployment and Urban
Development (continued)

3. Urban Development (continued}

urban development problems, US AID resources are inadequate to
analyze the existing situation and to propose effective program solutions.

Consequently, this part of the CFS is intended to serve as an exploratory
document rather than one making specific and positive program recommenda -
tions, with the hope that discussions between AID/W and the US AID will lead

to agreements on specific means of proceeding.

Several areas of potential action appear worth exploring. We look to the
Program Review to authorize the US AID to look farther into the following:

a, Promotion Nationale:

(i) Program Content - In the past, the urban sector has been

the weakest element of the Promotion Nationale program, largely due to
the difficulty of finding labor-intensive projects with economic potential and
the temptation for municipal officials to use PN for casual labor outside the
framework of specific projects, Because of these weaknesses, the US AID
obtained the elimination of the "Travaux Municipaux" category of PN proj-
ects, While accepting that make -work type municipal projects should be
terminated, certain PN officials see the need fo find new forms of municipal
PN projects to alleviate urban pressures in the form of housing projects,
provision of simple urban facilities such as clinics, schools and parks and
related efforts. It is our conviction the GOM will be pressing to move in
this direction, so that the question becomes not whether PN will have an
important urban element to its programs, but how a PN urban effort can be

channeled along most constructive lines.

For this purpose, we-need_guidance from AID/W on experiences
obtained elsewhere. AID has substantial experience in urban programs in
other parts of the world, especially in Latin America. Are there lessons

*

that can be applied to Morocco?



B. Summary of Issue and Recommendation on Unemployment and Urban
Development (continued)

Secondly, we think there would be value in seeking to get the
Peace Corps architectural program more directly involved in helping PN

in devising appropriate urban projects,

Thirdly, we believe short-term technical expertise discussed
in the following section can be used to improvethe direction of PN urban

efforts,

Finally, we believe local currencies should be made available
to help the GOM finance certain costs of urban activities., Although it is
possible that this could behandled through allocation of PL-480-generated
counterpart funds, we believe it would be preferable to obtain new inputs
of resources, specifically PL 480 Section 204 funds or the sale of a percen-

tage of Title I wheat donations.

(ii) Promotion Nationale and Training: Officials of the Promotion

Nationale believe that this program, while serving many useful purposes in
terms of work provided and facilities constructed, has paid inadequate atten-
tion to using PN programs as training grounds, Urban development proj-

ects would be a particularly desirable area in which to seek to develop improved
skills through the PN program. We need to see if the PN program can be used
as a source of developing urban project supervisory personnel, skilled workers
in building trades and the like. We again need to draw on AID/W's knowledge

of successes and failures in this sort of endeavor in other programs. If there
are real prospects for using PN urban projects as a focus for vocational
training programs, there would undoubtedly be a need for some form of local

currency financing, similar to that indicated in the paragraph above,

- 3



B. Summary of Issue and Recommendationson Unemployment and Urban
Development (continued)

b, Technical Assistance:
While we think a movement of the Promotion Nationale towards

simple urban projects is an important move and should in any event be
supported, we believe it desirable to explore other prospective areas of
urban development and renewal in which AID technical assistance and

perhaps local currency financing could be devoted.

As a result of the Program Review, it would be planned that the
US AID could begin initial explorations of GOM views on urban development
and areas in which the GOM might be desirous of technical and financial
assistance for urban undertakings. Depending on the attitudes and views
elicited in such discussions, the US AID would propose the undertaking

during FY 1971 of exploratory study missions covering such questions as:

(i) Urbanization aspects of national economic planning and the role
of the city in supporting economic growth,

(ii) How to improve the economic conditions of bidonvilie residents
through the introduction of profit-making activities.

(iiil) Feasibility of shifting the problem of the bidonvilles from the
public sector to the private sector through such means as the establishment
of Neighborhood Development Corporations.

(iv) Possible training programs to be undertaken to improve urban
planning abilities,

It is anticipated that as a result of studies to be undertaken in FY 1971,
the identification of a single, longer term, coordinated technical assistance
effort in urban development activities might well be developed for implementa -
tion in FY 1972 and subsequent years. Again, it would be hoped that any such
program could be worked out in cooperation with the Peace Corps and in con-

junction with its existing architectural program,




B. Summary of Issue and ReglnmRenda Honeos

Development (continued)

yment and Urban

¢, Housing Development:

Certain housing development programs are already under way, The
Ministry of Interior has undertaken within the context of the Five Year Plan
a modest low and middle -cost housing program, While a desirable program,
financing has been limited and costs sufficiently high that progress has been

limited.

Asg indicated above, we foresee the possibility of PN programs provid-
ing some assistance in low-cost housing and in ameliorating bidonville living
conditions. The technical assistance efforts noted above are also expected to

address the matter of bidonville improvement.

In addition, the World Food Program project for housing in irrigation
perimeters appears to be finally getting off the ground and deserves full
support.

Depending on the financial resources which may be available for low
and medium-cost housing development, the US AID desires to explore with
AID/W possible additional housing development activities, including technical
advisory services in housing development (tied in with technical assistance
efforts indicated above), undertaking of possible housing guaranty programs,
promotion of demonstration of new techniques available for low-cost housing
purposes, and the like. To the extent that it appears possible and appropriate
to move into financing of housing development, we would foresee such programs
taking place both within the context of alleviating housing difficulties in over-
crowded locations such as Casablanca and in the development of improved
housing facilities in "barrier" and satellite cities, i.e., smaller but developing
rural centers such as Berkane, where rural-based activities are providing

increased opportunities for employment in agri-business opportunities, trans-

port, contracting and other services and where housing development appears
PO '

required,
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B. Summary of Issue and Recommendatiomon Unemployment and Urban
Development (continued)

d. Urban Facilities:
Based on the lead of the IBRD, AID should also continue to be pre-

pared to participate in the financing of urban improvement facilities such
as water, sewage and electrical facilities, Specifically, it is anticipated
that AID will finance certain engineering services in connection with the
Kenitra-Rabat-Casablanca water systerm in FY 1970 and FY 197l. Depending
on the role which the IBRD itself is to play in financing of conatruction
of elements of this new system, recommendations may later be made for
AID to participate in the financing of certain additional elements of the
system. Equally, following further development of the WHO /Special Fund
study on sewage treatment requirements and IBRD decisions on the role it
may play in improvement of these facilities, AID may wish to consider
participating along with other donors in the development stage of this pro-
gram, No specific recommendations for financing beyond the water supply
project are now made, except that this is considered as an area for which

AID capital financing can be made available in appropriate cases,

4, Summary of Recommendations:

It is recommended that the Program Review lead to agreement on the
following points:

(a) Industrial Planning Group: It is recommended that US AID be
authorized to explore with the GOM the possible provision of planning assistance
in industrial development during FY 1971 which could lead to financing of a
self-contained, host-country contract in FY 1972,



B. Summary of Issue and Recommendationson Unemploymentand Urban
Development (continued)

4, Summary of Recommendations: (econtimed)

(b) Industrial Management Training: It is recommended that US AID
be authorized to explore, through existing direct hire staff, a substantially
expanded participant training program for middle-level management and
technical personnel in the industrial field., For maximum benefit, AID
should be prepared to indicate willingness to support a program over three
to five years so that a long-term training program, including the preparation

in the English language of potential participants, can be rationally devised.

In addition, it is proposed that the US AID and AID/W explore during
the period of FY 1971 means to find a contractual group which could under-
take the supervision of this training for AID and remove direct hire AID
personnel from the day-to-day functioning of the project. AID/W suggestions

on potential contractors is needed.

(c) It is recommended that the US AID plan on eliminating all direct
hire industry staff during the course of ¥Y 1972, to be replaced by the two
contracts noted above and leaving assistance to potential U.S. investors to
OPIC at the Washington level and the Economic Section of Embassy at the
field level.

(d} It is recommended that US AID move with the Promotion Nationale
towards the development of selective urban development projects. For this
purpose, it is recommended that AID/W analyze similar undertakings else-
where and help the US AID determine how this new emphasis might be most
fruitful, To the extent appropriate, AID/W and the US AID should provide for
field studies which can advise the Promotion Nationale on appropriate urban
development projects.

»



33 .

-

B. Summary of Issue and Recommendationson Unemployment and Urban
Development (continued)

4, Summary of Recomrme ndations; (continued)

It is further recommended that funds be made available in addition
to wheat contributions for support of Promotion Nationale urban develop-
ment projects. Up to $1 million should be provided either from PL 480
Section 204 funds or through the provision of additional Title I wheat in

this amount which may be asold to generate local currency,

(e) It is recommended that US AID be authorized to open discussions
with the GOM on possaible areas in which AID technical and financial assist-
ance to Moroccan urban development efforts might be extended. It is
recommmended that, subject to the response to initial discussions between
the GOM and the US AID, that AID/W and the US AID be prepared to under-
take appropriate short-term technical studies of areas of urban development
which could be dealt with by Promotion Nationale, by local currency financing

programs and by possible longer-term technical assistance efforts.

(f) Housing Development: It is recommended that the US AID and
AID/W review together the peossibilities for financing of low and medium-
cost housing developments through guaranty programs or other forms of
financing.

(g) It is recommended that AID be prepared to continue to be

receptive to modest capital project financing for urban development projects

in water supply, sewage syastems and electrical distribution developments.
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C. Populatjon/Family Planning

Reference documents: (1) TOAID A-662 (Population Programs FY 1969
and FY 1970 Transmitting PROP for Project No, 608-11-580-089), 12/3/68;
(2) RABAT A-222 (Strategy for Family Planning in Morocco), 12/4/69; and
(3) TOAID A-68 (Spring Review of Populatiem Program), 2/20/70,

1. Discussion:

The family planning phase of the Population/Feaily Planning
project has been slow in getting started, During CY 1969, the
Moroccan national FP project only reached 17,58 of its goal of IUD
insertions (a target of 400,000 imsertions was established for
the Five-Year Plan period 1968-72), However, oral contraceptives
showed better acceptance rates with 10,000 women receiving pills
at the MPFH clinics after one year's trial and an additional 30,000
cycles sold monthiy at private outlets, pharmacies, etc. The MPH
will, therefore, utilize a "multiple choice" approach with IUD's,
pills and condoms as the major choices im order to reach their total
goal of 600,000 fertile couples utilizing contraceptives by the
end of 1972,

Although this goal presently appears over optimistic, the
Mission will use FY 1971 to continue to urge action and is expecting
4 GOM determination to achieve a greater percentage of its objectives
and include an active, comprehensive program in the next Plan,

Planning assistance from the CRED team should be useful in

&£ -

P} c -
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sharpening the GOM's focus on the inter-relationship between family

planning, iaprovement of social services and economic development.

2,

A Project Agreement to establish a Population Laboratory
"Centre de Recherches et d'Etudes Demographiques(CZRED)<-in
Morocco will be signed in Jume, 1970 by the COM, The Ceater
will be established under a contract with the University of
North Carclina as an independant Morcccan ressarch imscitutioa
for developing and testing new msasures fer collectioa of
damographic snd populatioa data. Outputs will be stilized teo
improve Moroccan statistical surveys (such as the Population
Change Survey in the pepulation field and heavy emphasis will
be givem to training Moroccan coumterparts to comtisme the
Population Laboratory under Moroccan lesdership after the
University of North Carolina's sdvisor has left,

b, P ( )

This survey is planned for a four to five year period
following the 1970 Census with the purpose of previding death,
birth, fofant sortality, sigratios and population growth
rates for Morocco through statistical ssmpling ia different

economic regipns,

e presume HIN interest ina this activity will be maintained;
if not, AID funding {s recommended.

P
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C. S {3600 )

Pills (2.4 million cycles =
200,000 women for one

year @ $2) 400
Other contraceptives 100
Educational commodities 100

d. t t ( 000)

Realization of FY 1972 plans would necessitate sadministrative
and secretarial support to the POP/PH Officer.
e, Participant Train ( 000)

There 18 need for training of MPH senior officials in
PH Administrations, population dynsmics and family planning,
preferably in French speaking universities, e.g. University
of Montreal. In addition, short-term training for provincial
medical officers, which is anticipated to begin im FY 1971,
would be continued and intensified.
£, N vity ¢ 000)

Establishment of demographic training facilities (initial
funding for & contract for U.S. professors, Ph,D, training for
Moroccan senior cadre, short-term training for others),

NOTE: GOM officials have expressed an interest in such

a project because of the lack of demographic training

facilities for French spesking Africa, If realized,

the project will be closely coordinated with the U,N,,

ECA gnd other relevant internmational organizations, and

may be developed in conjunction with the Population

Laboratory under a comtract with the University of North

Carolina, and could eventually serve the whole French

speaking African region.

Total (grant funding) $1,100,000 - $1,600,000
Plus local currency budget support of up to $1,000,000
to be provided from PL 480 counterpart or U,S,-owned

excess currencies,

.
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V. PFhase-Out Projects

As indicated slsevhere in this submission, we are eesksag 4s such
as possible to conform to the new Africa approach on Technical Assistence.
Accordingly, the Special Self-Belp snd Development Fund will be used
only in exceptional cases such as opportunities to create new openings
for Femily Planning activities, In FY 1971 the Industrial Development
Support project will be used as the means of setting the framework for
two industrial projects to be carried out by contrect im subsequent
years, with all direct USAID activity being phased out during FY 72,
Similarly, Gemaral Training activitiss will be discoatinued after FY 1971
funding of the remsining academic years for 16 Morovccan students.

Under the guidélinmes established for the present submission, the project
for providing development planming assistance to the Ministry of Plen is
an activity that must be considered terminating in FY 1971, Ve recommend
against this course and propose a final fundimg of the project in FY 72,
The projact, being financed initially im FY 1970, has been approved for
a three year period., Development of sdequate Moroccan plamning capsbilities
remains & critical need. It is imperative for the project to contioue
over its planned three year period. While terminal funding might be
provided in FY 1971, we do not believe the amount needed, $650,000 can be
fully accommodated within contemplated FY 1971 budget availabilities.
Accordingly, we propose $400,000 of FY 1971 funding with the $250,000 to
be provided in FY 72 to carry the project to its scheduled completion.

The project providing the assistance of a team from the Baresu of
the Census in connection with the 1970 general population census of the
GOM is scheduled to terminate at the emd of FY 1971 and there are mo
present plans for extending this sssistance per se, Planmed provision of
experts and training in demography and populstion chamge work through the
Population Laboratory, Population Change Survey, and proposed demographic
training project will provide substential and perbaps sdequate assistance
to Morocco in this important field. However, durisg FY 71, we need to ses
if the Census Tesm should be extended somewhat for related demographic work.

-
L ¥
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FY 1972 A.1.D. Budget Level
A, Basic B t Request

USAID/Morocco's basic budget request consists of $2,5 million
of Technical Assistance grants, $1.1 million of Family Planning
grants, and $10 million of Development Loans, Except for Technical
Support and for $250,000 needed for phasing out the TC project,
Development Planning Assistance to the Ministry of Plan, all TC funds
are proposed for use directly in the two sectors discussed above,

Our proposed progrem foresses continued support in the agricultural
sector of on-going projects in cereals production, range management and
support of the Hassan 11 Agronomic Institute. It is proposed further
to extend the on-going project providing development planning sssistance
to the Ministry of Agriculture, Consistent with guidelines to reduce
the overseas profile of U.S8, aid efforts, the Agricultural Development
Support project will be limited to financing of persons needed to
provide overall direction and evaluation of AID-financed agriculture
projects and to monitor and evaluate GOM agricultural efforts.

In the uneaployment/urban development -uctor, the basic budget
level presumes continued support to present PN activities outside
city areas with new undertakings planned in the areas discussed under
1v,B,3, above. Under the basic budget level, initial funding is
earmarked for a comprehensive self-contéined project in Industrial
Training and Manpower Development end for initial funding for a contract
to provide a four or five-man team with ancillary consulting services
by short-term specialists for industrial development planning at the
Ministry of Commerce and Industry or BEPI,

The basic budget request for family planning grants contains
provisions for the third year of operations of the Population Laboratory
and sharply increased programming of commodity support in complement
to anticipated acceleration of the 6OM family planning effort in the
final year of the Five-Year Plan, Further, modest amounts are

.
_
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programmed fer participaats in the fields of fexily plamming
sduinistration and previacial medical personmel. A mew activity
proposed feor funding is a contract with an Amsricam university fer
providiang the nucleus for a Moroccan demographic training imstitute
through previsions of advisory and teaching assistasce, Ph.D. training
for sesior Meroccan staff-to-be, and short to sedium terw traiming
for middle level staff,

The basic budget request with respect to Development Lending
includes & further $2 million request for comstruction of grain
storage facilities and related equipment, plus am Agricultural Sector
loan for $8 milliom. "

Under PL 480, USAID is requestimg im FY 1972 $12.0 milliom in
-commodities ($3.9 million of wheat, $3.0 million of Uplamd cottom,
and $5.7 million of vegetable oil) for the Title I sales prograa.
USAID is also requesting 174,102 metric toms of FL 480 Title 11
commodities (wheat, flour, cormmesal, oil, milk, bulger and rolled
oats) valued by the Gowmodity 8reqcit Corporatiom at $15.1 milliom.
For sseitional eetails on both of these programs, ses Anmex 1I,

B, 8 r 14

$800,000 is propesed to supplement the basic TC hudget request.
$550,000 of tais is tor significant expansiom of the tares following
agricultural projects:

(a) $200,000 for imitial funding of professors, research

supervisors, and shert-time consultants under expenaec sssistance

to the Hassan 1I Agronomic Instituts im the field of agricultursl
econemics and plamming, a key discipline of which qualified
practitioners are in particularly short supply in Morocco. This
proposed expansion would dovetasl’ meatly with the proposed
axtension of the Agricultural Plamning project under tha FY 1972

basic budget req est,
(b} $200,000 to extend activities onder the cereals prodectiom

project by providing the services of: ricultural credit advisors
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and intensive training of Moroccan wheat scientisgts and credit
specialists, Additional funding would also permit initiation of
activities addressed to increasing yields of barley and corn.
(¢) $150,000 additional for range mansgement provides necessary
funding for this project to the originally conteaplated area of
350,000 hectares and the extension of this project to other
livestock raising areas of Morocco,

Also included in the supplementary request is $250,000 to
permit the initiation of expanded efforts in the field of urban
development including Promotion Nationale activities, the Technical
Assistance component of a possible low~-cost housing program, and
Technical Assistance requiements of possible capital project
financing of urban utilities,

For Population/Family Planning the amount shown in the supplementary
request is a notational item to reflect AID interest in providing
funding for the Population Change Survey in case funds allotted to
the U,S, Department of Health, Education and Welfare, which has assumed
leadership in dealing with the GOM and other donors on this strongly-
desired activity, were not to become available,

The supplemental request for Development Loans covers an additional
increment for the Agricultural Sector Loan of $4 million, plus funds
for design, engineering and equipment costs for improvement of various
urban utilities, e.g, Tangier water supply ($3 million),
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VII, Missioa Orpanization

1f the range of programs recommended in this Presentation sre accepted,
we believe it necessary to maintain in Morocco some form of separate but
integrated assistance Mission., While we can rely incrssingly on the GOM
and multilatersl agencies to concern themselves with overall development
policy, some field staff is needed for planning and coordinating implementatien
of the projects which the US finances, Although we plan to move increasingly
towards fully integrated contractual teams and thus lessen direct US
Govermment intervention in project operations, the range of our activities-
wvhile narrower than in the past - is still sufficiently broad te require
ressonsble coordination and an effort to keep diverse contractual orgamisations
working in a single direction., Eech coatractor will find it easier and faster
to get its work done 1f it cam rely on an existing small aid structure than
if all the oiporioncu of contacta, background and understanding of Moroccan
structures, institetiens and attitudes must be learned anew, There are also
important relationships between various forms of assistance which require
on-tha-spot staff - effective utilization of the ASLs, for example, depends
in part on knowledge obtained through our TC projects; any future assistance
1n.urban development must be closely related to our Promotion Kationale
activities. An historical pattern of past projects and activities exists te
wvhich some administrative talent must be devoted - completion of projects such
as the Lower Moulouya; extensive accounting and related responsibilities for
past local currescy programs; and so forth,

For all these reasoms, the comtinued existence of an aid structure ia

Morecco is recommended for at lesst the mext few years,
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Bowever, the sajor shift to comtractisg recommended im this Presemtatioa
will permit comsiderable reduction im direct-hire staff.
The following chamges in preseat mission structure are propesed to take
place prior to the end of FY 1972:
a. Reduction of all dirvect-hire Agricultursl techmiciams except for
the Cereals project advisor, thus leavisg s direct-hire staff of Fhi
Officer, Deputy Faik Officer, igriaalture Program Assistaat, Agromowy
(Cereals) Advisor and Secretary. (See Agriculture lssues paper)
b. Elimination of direct-hire Industry Staff (See Industry lssuss
paper)
¢, Elimimation of General Engineer position. Im order to provide this
mission with contimved necsssary enginesring services, we would hope
that an engimsering poeition for North Africa would be established in
Washiagtom to service Morocco and Tunisia.
d. Functioming of all non-agricaitural projects to be centared umder
a new position to be created, similar in concept to Malti-Sector Officers
established elsewhere. The present Food for Peace Officer would occupy
this new position. This office would operate family planning and
demographic work; supervise Promotion Nationale; supervise comtractual
industry projects; be responsidble for new develepments in urbam
improvement; sand supervise the local employes training staff.
Consideration will also be given to the shift of all family planning and

demographic activities to a contractual basis.



-

44

e, Reductions in American and local staff of the Controller's Office
would depend on how far these functions can be automated, We are
separately recommending that AID/W investigate a shift at mission level
to punch card operations, with accounting records and reports being
handled by computer in Paris or Washington. We recommend these studies
be pursued immediately to determine what American and local staff
reductions might be achieved.

It is our estimate that the above changes in structure will pemmit
& considerable reduction from the present direct-hire staff of 35
suthorized positions, While the total size of the direct-hire staff to
ba recommended will depend on action taken on the remainder of the proposals
in this Presentation, it is estimated this staff would be about 20-25

persons,
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UNCLASSIFIED

ANNEX I

- - FY 72

1, Iitle: Grain Storage
3. Ampupt: $2,000,000

3. Pumoge:

This loan along with a similar loan in FY 1971 will finance the
foreign exchange costs of a large-scale construction program of grain
storage facilities, As a resulti of the improvement in cereals produc-
tion, there is already a shortage of storage facilities in good crop
yoarg, such as 1967-1968. Since USAID has been integrally involved
in this field through the Cersals Improvement project, there is a
astrong rationale for AID to assist Morocco in bhullding the increased
storage cepacity required. This loan will provide financing for the
importation of neceassary bullding materials and equipment.

4. Prolject Cogt:

This AID loan, in addition to the proposed FY 1871 loan, should
covar the majority of the foreign exchange coats of the commodities
and equipment required for construction. The local costs of this
project are not known at the present time, but it is expected that
these ocosts wvill be met by budgeted GOM funds and by counterpart funds

gemerated from the Agriocultural Ssctor loans,

INCIASSI FIED
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I. PL 480 TITLE 1 PROGRAM

A, COMMODITY REQUIREMENTS

Title I sales are an important element in U.S. resources transfer
to Morocco and constitute a2 valuable supplement to AID sector losns in
providing Morocco with foreign exchange resources for the acquisition
of urgently needed food commodities. When compared to levels during the
drought years of FY 1966 and FY 1967, the proposed programs appear
relatively wodest. Notwithstanding increased domestic production, com-
meycial i{mports of PL 480 commndities, particularly wheat and vegetable
oil, will continue to be required for fiscal years 1971 and 1972, 1Im
addition, there continues to be a steady demand for raw cotton, but as
discussed below there are factors which make contimued import of this
commodity under PL 480 Title I problematical.

The following table shows estimated shipments of FL 480 Title I
commodities for the period FY 1970-1972 consonant with the Mission's

request as reflected in the CFS and Table I thereto:
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($ in MILLIONS)
QUANTITY AND DOLLAR VALUE

COMMODITY 1970 -==}071 _1972

Wheat 90,000 mt $5.8 60,000 mt $3.9

Cotton 14,250 bales 24,000 bales 21,000 bales

(Upland) §2.1 $3.5 $3.0

Vegetable

01l 30,000 mt $9.6 20,000 mt $5.7
$2.1 $18.9 $12,.6

The above quantities are considered to be necessary to maintain an
adequate supply of consumption commodities available for domestic needs
and, in the case of 01l and wheat, to make modest upward adjustments of
carryover and stabilfzation stocks, Tables Ia through Ic of this Annex
provide supply and distribution data and Table II provides obligations
and shipment data concerning the commodities proposed for inclusion in
Morocco PL 480 Title I programs,

1. Wheat

Despite upward trends of wheat production and prospects for
further increased production as benefits are obtained from U,S., tachnical
assistance efforts to introduce higher yielding Mexican varieties,
Morocco 1is expected to contimue to require imports of wheat to offset an
expected continued deficit and to guard against crop fatlures (98% of

Moroccan wheat is growm ﬁrder dry-land far%}ng methods and only 2% on
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irrigated land). The GOM policy is to strive for a relatively substantisl
buffer-stock level to assure adequate supplies for all arsas of the country
throughout the year. In recognition of this policy, this Missiom has
recently forwarded for Washington consideration a GOM request for a
program for 90,000 metric tons of wheat for shipment in the first two
months of FY 1971, which will permit the GOM to increase its carryover
by the end of FY 1971 from 109,000 tons to 174,000 tons (approximately
four months' supply at curremt consumption rates). With a further imput
of 60,000 mt in the early months of FY 1972, the GOM will be able to reach
its stated objective of a buffer stock level of 250,000 tons based on
projected production of 350,000 metric tons in FY 1971 and 375,000 metric
tons fn FY 1972 wheat year. VWheat imports have not affected prices paid
to domestic consumers for wheat sold through the Agricultural Msrketing
Cooperatives (SCAM) at prices fixed by the National Cereals Office (OCIC)
which have been at relatively favorsble leveals,

The projected levels of PL 480 imports are based on expectatioms
of relatively good crop years, although not up to ths 1968 bomper crop.

2, Vegstable 01l

Local consumption of vegestable o0il, other than olive oil, has

been constant at an annual rate of from 65,000 - 70,000 mt. Production

of non-elive seed 0ils continues to be insignificant in terms of over-all

S
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consumption requirements, and while efforts have been made recently to
increase production of oil seeds, meaningful increases are not expected,
and Morocco will continue to need imports of vegetable oil for some
time, Vegetable oil consumption in the future will continue to be
reduced to some extent by the availability of cheap butter which has
been dumped on the Moroccan market from EEC countries.

There have been no support prices for domestic produced seed
oils in the past; however, there are some indications that the Govermment
will provide price support in the future for the production of sunflower
and safflower seeds., It is not likely, however, that future Title I
shipments of vegetable oil will have any significant effect on such price
support programs.

3. Cotton

Raw cotton requirements of the Moroccan textile industries are
limited largely to short and medium staples. The rate of consumption has
held steadily in recent years between 8,000 and 8,500 metric tons and
intense price competition by artificial fibers has inhibited cotton con-
sumption to some extent, Domestic production of cotton is limited to
extra long staple, and PL 480 imports of U.S. upland cotton has not

affected the price supports provided by the GOM for domestic production,

..
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The Moroccan textile industry is considersd to be relatively
efficient in comparison with textile industries in other developing
countries and textiles are considered to be one of the more likely items
for successful Moroccan export to the EEC countries.

In this situation, Morocco would suffer from application of
strict export quotas under PL 480 Title I sales agreements (the FY 1969-
1970 program established a permissible export level of only 278 tons of
finished textile materials). It i{s possible, therefore, that if Morocco
were indeed successful in attracting foreign investment (presumably
Buropean) in its cotton textile industry, it mey not wish to be bobbled
by the gevere export reatrictions imposed upon it by PL 480 agreemsnts.

The Mission is reporting separately by airgram on Self-Relp
Activities undertaken by the GOM pursuant to existing PL 480 sales
agreements.

B. PL 480 SALES AS A DEVELOPMENT RESOURCE

The agricultural commodities provided under PL 480 Title I sales
agreements represent a very substantial smelioration of Moroccan foreign
exchange resources, particularly in years of poor cereals harvests,
Together with the agricultural sector loans, these commodity imports
account for, roughly, 4%-5% of total Moroccan imports estimated during
fiscal years 1971 and 1972 and "liberate" an equivalent amount of GOM

foreign exchange for financing of development activities. The provision

- -
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of substantial amounts of wheat, oil and cotton, makes a very significant
impact upon the GOM by demonstrating that the U.S. is able to provide
asaistance to Morocco that is not obtainable on as favorable terms--either
financially or politically--as elsevhere. As AID appropriations decline,
the continued availabilicy of PL 480 commodities represents an important
counterweight and reassurance to the GOM of the U,5, determination and
ability to continue to provide major assistance to Morocco. Projected
agsistance levels for AID and PL 480 sales programs combined in this
submission continue at significant levels: $33 million in FY 1971 and
$26 million under the FY 1971 budget request. Although this is sharply
lower than the "concentration" years of fiscal year 1967 and fiscal
year 1968, largely because of the need to overcome severe drought effects
at that time, it is still substantially above AID levels in the middle
60s and provides a significant psychological boost to the GOM and to
our relations with it. _

The local currency provided from PL 480 programs will continue to
play an important role in the charting of Morocco's development efforts,
both in the agricultural sector and other priority areas. While the
proceeds from the agricultural sector loan will provide the greater
proportion of U.S. support to local currency programs, PL 480 sales

proceeds will assist In financing priority development activities such

S
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as reforestation and seil erceion activities im both fiscal years, will
provide budget suppert for the Premstiom Natiossle and will also fissace
the local costs commected with the Di-finsmced engineering and swper-
visery design work fer the Kenitra-Rabat-Casablamca water supply loama.

In FY 1972, PL 480 sales-gemerated currencies will comtimme to support
these activities, but in addition will be used to cemplemeat AID techmical
assistance activities im imdestrial training and ssnpewer development and
the foresesn extension of Promotica Natiomals activities iate the ares

of urban development., Further, these currescies will support aaticipated
increases in COM femily plamning activities, and in support of the possidly
AID-financed project for resettlement of the "recwperated” lemds, for
comstruction costs of grainm storage facilities (complemesting the FY 1971
and ¥Y 1972 PL-480-financed activities) and for improvemeat of higher
sgricultural education facilities at the Mekass School emd the Hassem II

Iastitute.
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C. TERMS OF PL 480 SALES

Section III of thiz submission makes reference to earlier analysis
of Morocco's continued need for foreign exchange resources and stresses
that undue pressures on Morocco's debt servicing capabilities may be
relieved through accelerated development, In that situation, this
Mission believes that it i{s inappropriate in either fiscal years 1971
or 1972 to harden the payments terms under which PL 480 sales are made
available, Both the FY 1971 and FY 1972 programs will be executed and
implemented during the life of the current PL 480 legislation; i.e., before
December 31, 1971; hence, the Mission believes that the present mix of
50% convertible currency sales (at 40 years) and 507 dollar sales (at 20
years' terms) should be maintained. Similarly, the adoption of a 6-1/2%
rate of down-payment should be maintained with the understanding that this
hardening of terms from the previous 5% will eliminate pressure for
expanded tourist conversion provisions. As long as the U.S., continues to
provide balance of payments assistance to Morocco, it seems unwise to
compromise the effectiveness of this assistance (and indeed to increase
the need for it) by imposing more onercus terms on Morocco that would
require the use of its scarce foreign exchange resources when such resources
are critically need for financing further development which, in turm, is
absolutely necessary to assure Morocco's future ability to pay for the

cost of past and current development efforts.
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Table Ia

MDROCCO
Country

Bupply and Distribution

of Sgft Wheat (Controlled Market)
(metric tons)

U,S5. Fisoal Year
1969 1970 1971 1973

(Actuml) (Ratimnted) Creiected) (Protected)

Suply
A, Begimning stocks 315,000 340,000 100 ,000 174,000
B. Production 407 ,000 183,000 330,000 375,000
cg Iw. - (m.@) (175.@) (m.@)
i. Commercial - 100,000 175,000 200,000
2. PL 480
a, mmles - - 90,000 60,000
b, donations (78,000) (75,000) (56,000) {100,000) L}/
3, Other concessiomal - 27,000 2/ - -
D. Total supply 733,000 650 ,000 724,000 809,000
Astxilntion
A, Conmmption 380,000 510,000 510,000 320,000
B. Fesd/seed/wvaste 42,000 40,000 40,000 40,000
PN Set Asxide
c. Rmrt. - - - -
D, Ending stocks 340,000 108,000 174,000 245,000
E. Total distribution 733,000 638,000 724,000 809,000

L/ Yheat contributad for Promotion Nationale Work Programs. Mot reflsoted in SAD
oaloulations,
3/ Canadian Aid.
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Table Ib

MDROCCO

Country

Supply and Distribution

page 61

of Edible Vemetable Olls (excluding olive)

(nmetric tons)
U.S. Fiscal Year

1969 1970 1971 1972

(Actunl) (Estimated) (Projectaed) (Projected)
Supply
A, Beginning stocks 14,000 10,400 4,800 14,400
B. Production 4,000 6,000 6,000 7,000
C. Imports 82,400 58, 500 75,000 65,000
1. Commercial (40,000) (55,000) (40,000) (40,000)
2, PL 480

8, ﬂle! (20,0@) - (30,“])) (m'm)
b. donations (2,400) (3,500) {5,000) (5,000)

3. Other concessional - - - -
D. Total suwply 80,400 74,000 85,000 86,400

Bistrjbution

A. Consumption 66,000 67,500 69 ,000 69,000
B, Feed/seed/waste 4,000 2,500 2,500 2,500

C. Exports - - - -
D, Ending stocks 10,400 4,900 14,400 14,800
E, Total distribution 80,400 74,900 85,900 86,400

UNCLASSIFIED
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Table Ic

~—DBOCC0
Country

Supply and Distribution

of Cotton (Upland Type)
{(metric tons)

U.8, FMisoal Year

page 62

1808
(Actual)
Swoly
A. Beginning stocks 1,000
B. Production -
C. Imports 8,633
1. Cosmercial (6,3332)
2. PL 480
a, males (2,300)
b. donations -
3., Other oconocesxional -
D. Total smpply 9,633
Diatrihution
A, Consumption 8,500
B. Fead/sesd/vaste -
C. Exports -
D. Ending stocks 1,133
E. Total distribution 9,633

1970
(Betime ted)

1971
(Projected)

8,900
(3,9500)

(5,000)

1973
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II. PL 480 Title II Submission - FY 1972

A, Table of the CCC value commodities by category and mwmbers of

recipients in sach sapproved program.

CATEGORY I
Mother and child
feeding, school
feeding

No. of Racipients
CATEGORY 11

Self-Nelp -
Econ and Community

Development, Health

Pevelopment

Bo. of Recipients
CATECORY III
Health Cases,
Institutions,
Relief

No. of Recipients
Total CCC Costs

talt Rectptents

FY 1969

$ 2,493,59»

(283,900)

811,746,487

(423,602)%
$ 2,120,483
(233,900)

$16,360,564
941,402

1/ Ocean Freight wot imcluded

2/ 1ncludes PR recipients by FY as follows: FY 6
nais

FY 1970

$ 2,568,632

(269,700)

810,814,620/

(431, 200)%/
$ 1,864,954
(214, 400)

$15, 248,214
915, 300

FY 197N
Soot,)

$ 2,200,732
(297, 200)

311,637,338

(510,000)%
$ 1,278,188
(122,600)

$15,116,243

929,800

Y 1972
Sast,)

$ 2,200,732
(297, 200)

811,637,338

(510,000)%/
$ 1,278,188
(122,600)

$15,116,243

929,800

406 FY 20: 70,000;
,000; FY 72; 70,000,
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B, Description of Progrem

As indicated in the Title II guidelines, no detailed justification of
the Title Il projects will be included in this submission since the entire
donation progrsm is already covered by approved PROPs and PIPs, Assistance
levels requested for FY 1972 are the same as those requested in the approved
PROPs,

The U,S, supports three Title II donation programs in Morocco. Of
highest priority is the large and highly successful government-to-govermaent
food-for-work program Promotion Natiomale where US food assistance provides
a 4 kg per man-day contribution of wheat to the worker's deaily wage, Our
commitment to the PN program is in terms of the GOM's S-year plan targets
of an annual 25 million man-day program and over the past two years the US
has made an annual contribution of 100,000 MT of wheat. Under Promotion
Nationale a vast number of economically important development projects have
been completed largely in land clearance, scil conservation, reforestation
and water resources development. PN has alsoc constructed low cost housing,
schools, community centers and other socially important projects, PN
also represents the GOM's largest single program to help stem rural exodus
and provide productive work for unemployed and underemployed laborers.

The US contribution to PN represents about 302 of the total program costs,

In FY 71 and FY 72 the GOM will be secking ways to constructively use
PN in the urban setting to improve living conditions in the cities and help

alleviate the serious problems of urban unemployment, The PN is planning

it
L
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to expand their slum clearance and low cost housing programs sad also use
PN to carry out land clesarance and the initial lamd preparatiom of new
tourist centers. The Mission strosgly urges that our food comtributioa be
continued at 100,000 MT annually to support the PN program projected in the
GM's Five Year Plan,

The Catholic Relief Services - Eatraide Natiomale program resches
about 875,000 recipients and is the GOM's major national social welfare
effort. AID strategy for this program is to press as much of the progrem
as possible into higher priority categeries while retainisg totsl numbers
of recipients at roughly present levels, The family feeding (dole)
category will be deleted from the program at the end of FY 1970, Abie-
bodied recipients from the family fesding category have been shifted to
the self-help progrem where they ars participating in an imcressisgly
sctivé and successful food-for-work activity. C.R.S. is working closely
with the Ministries of Health and Education with a view toward increasing
the size of our programs in the child feeding categories. Howewver, budget
constraints within the GOM to cover the nom-U.5., donated food costs associated
with these programs sre limiting the rats of program expansion, Program
approvals for C.R.S. - Entraide Nationsle in amcunts ucl-dod’l:h approved

PROPs is requested through FY 1972,
The USC also supports a saall food assistance program administered by

the Amgricgn Joint Distribution Committee. This program now reaches 11,800

- o€
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recipients, largely from the small and dwindling Jewish minority. These
recipients are in two categories - the very young who are reached through
the school feading end MCH and summer camp program and the aged, sick and
infirm who are helped through a small femily feeding and institutions
program, The US food donatiens to the project represent only & small
part of a well organized, well staffed, and well financed comprehensive
social welfare effort. Continued US food support to the program is requested
at levels indicated in the approved PROFs,

In dddition to &s bilateral efforts, the US supports four other
projects thaxugh the World Food Program:

1, WFP PROJECT 365 projects the conversion of 24,000 hectares of

grazing land to fruit tree production in the Rif area, US supplied
corn is used as an incentive payment to the farmers, The first 750 MT
against a 4,000 MT commitment have been delivered and distributed,

2. WEP PROJECTS 416 and 577 project feeding of about 25,000 secondary
and university students over the next five years., Both projects are
newly approved and no food deliveries have been made,

3. WFP_PROJECT 316 Rural Housing projects assistance in the

construction and renovation of 90,000 houses in the rural areas over
a five year period, Incentive food paymenty are made to the individuals
participating in this project. Project implementation is substantially
behind schedule, The US has thus far supplied 4,000 MI of flour and

500 MT oil to this project but less than half of this has been distributed.

. G
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c. te PL 480 Title 11 ls

The present USAID Title II strategy is to support the govermmeat-to-
goverment food-for-work program at levels programmed in the GOM's Five
Year Plan - a 25 million man-day total progras requiring an samual US
contribution of 100,000 MT of wheat at present ration levels. Ve feel this
is an optimum level of US support., A reduction in this asount would
require the GOM to either cut back the total size of the program or
divert rescurces from elsevhers to finance it, US food essistamce to PN
supports a high priority ongoing GOM program and belps the GOM to meet a
major social and developmantal problem in a comstructive way., It is
extremealy unlikely that it would be halted even if US assistance ware
entirely discontinued,

Title I1 Yolagency strategy is to press for imcreasing the numbers of
recipients in higher priority categories while retaining total numbers at
roughly present levels, The GOM makes a substantial contribution to the
CRS/Entraide programs. It could do more, but only at the price of
diverting rescurces from developmsntsl activities. USAID would sot
recomsend increasing the total mumbers of Title 11 recipients im Morocco
even if more foods were available since this would only add to the social
welfare burden the GOM will have to assume when US food assistance is
eventually terminated. As in the case of Promotion Nationale, the gquestion
is one of budget, GOM social welfare services are probably at the mintmum

level required in a country at this stsge of development. US food

-
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assistance enables the GOM to divert resources which would otherwise be
needed for social welfare into developmental activities. Were US assistance
substantially reduced. GOM resources would have to be diverted from other

areas to meet these demands.

l



TABLE 1 - COMMODITIES REQUIRED FOR THE TITLE 11 PROGRAM

COMMODITY

WHEAT (P.N.)
FLOR (AJDC - CRS)
CORNMEAL ™ "
OIL " "
H‘Iu 1] L
BULGUR (AJDC)

ROLLED OATS (AJDC)

VHEAT (P,N.)
YLOUR (AJDC - CRS)
CORMMEAL “

oIL woooom
MUK %"
BULGIR (AJDC)

ROLLED OATS (AJDC)

ANNEX 11

FY - 1971

174,102 (M.T.)

FY - 1972

100,000
40, 241
26,228

5,793
1,806
25

9

174,102 (M,T.)

page 70

CCC_COST

$ 6,347,000
4,116,251
2,428,450
1,671,743

549,439
2,182

1,178

$15,116,243

$ 6,347,000
4,116,251
2,428,450
1,671,743

549,439
2,182

1,178
$15,116,243
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ANNEX 111
) § 1 st for D t Y 1971
1. Title: Agricultyrsl Sector losn
2. Degcription:
Total Cost:

Dollsr: 8,000,000

Locel Cyrrency: MNone
| 4 Source of F : A.L.D.
Proposed Soprce of Procurement:U.S.A.

This loan would finance the dollar costs of Morocesm imports from
the United States of commodities and equipment required for Morocco's
expanding develepment program in FYs 1971 and 1972, The local curresncy
generated from the loan will be used i{m support of GOM development activities
in the agriculture sector. For a mors detailed description, see igriculture
Sector Loan papers for fiascal years 1968, 1969 and 1970,

3. Justification:

1o FY 1971, Morocco comtinues to need U.5, finamcisl assistance
to provide balance of payments support and to belp carry out its agricultursli
developaent prograsm. Therefore, & DL of $8 million is requested to finamce
essential imports as well as te generats dirham countsrpart to cover local
costs of key agricultursl development projects.

4, Po c Soeigl :

The equipment and commodities purchased under this loan will provide
soms of the raw materials and semi-mamufactured goods required for the
expansion of Morocco's industrial amd agricultural sectors, The expansion
of these sectors will provide additional jobs for both the rural and urban

I
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unemployed. The local currency generated from this loan wil] be used
to carry out priority agricultural development projects, such as cereals
production, livestock and range management improvement, and irrigation
development, that will have an effect on improving the income and living
conditions of the rural populace.
5. Economic, Technical and Financial Feasibility:

The Moroccan balance of payments continues to show modest improvement
as a result of increased foreign assistance proceeds, exports and tourism
earnings. The outlook over the next few years indicates a gradual further
strengthening of the balance of payments, Nevertheless, total foreign
assistance requirements will continue to remain high in order to support
Morocco's accelerated development. There will also be a greater need
for imported commodities and equipment to continue the expansion of its
industrial and agricultural sector, The proposed Agricultural Sector Loan
is responsive to Morocco's need for balance of payments support. For
additional information on Morocco's economic situation, see the narrative
of the Country Field Submission and prior year Agricultural Sector Loan Papers.
6, Capacity to lmplement:

This loan would be essentially identical to the Agricultural Sector
Loans of FYs 1969 and 1970. The GOM, as well as Moroccan importers, has
demonstrated its ability to follow AID commodity import program procedures

and to implement effectively this type of assistance,
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7. Possible Problems:
No problems are presently anticipsted,

8. Staff a for Intensive :

Assuming eventual assigmment of a Program Economist, USAID has the
personnel and skills required to prepare the necessary loam peper, snd
proposes to submit it to AID/W for review and action by October, 1970,
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Intensive Review Request for Development Loan, FY 1971
1. Title: Kenitra, Rabat, Csssgblancs Water Supply
2. Description:

Total Cost:

Dollar: $1,000,000
Local Currency: Local currency costs will be covered by the
GOM and/or by U,S. controlled local currencies

Proposed Source of Financing: AID for cost of engineering
supervision with the actual
construction of the dam expected
to be financed by the IBRD,

Proposed Source of Procurement: Contract with American

engineering firm

This loan would finance a contract with a U,S, engineering firm to
conduct the engineering supervision of the construction of a dam on the
Bou Regreg River near Rabat to supply water for the coastal cities of
Kenitra, Rabat and Casablanca. A FY 1970 Development Loan is presently
being negotiated to finance the engineering design for this dam,

3, Justification:

By 1974, there will not be encugh water from present sources to meet
the daily needs of the cities of Casablanca and Rabat. Given the limited
time frame left for the conmstruction of the dam, this loan has been given
a high priority by USAID, When the dem is completed, it should take care
of the vater needs of these cities and the surrounding area until the

year 2000,
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4, Po Soci t:

This dam should have an important political and social impact on
the people living in these cities end in the surrounding erea. The water
provided from the dam will be used by spproximately a sixth of Morocco's
population, including the cities of Rabat, Kenitra and Casablance, the
latter being the largest city and leading industrial and commercial
center of Morocco. This losm is & critically important element in the
endeavor to improve city facilities and provide adequate water supplies
for buman and imdustrial coneumption.

S. Economic, Technical and Finsncial Feasibility:

The Amsrican consulting firm, TAMS, has coanductad a preliminery
feasibility study, and the W.H.O. has studied water needs of the coastal
area between Casablancs end Kenitra. As a result of these studies, this
dan has been selected as the best way of mesting the growing water sseds
of this ares,

Regarding other donor progpects, the IBAD is now exploring the
possibility of financing the actual constructionm of the dam.

6, C to 1 t:

Morocco has sufficient experience in the comstruction snd saiatenence

of large dass to carry out this project successfully with U.S, esgineering

suparvisory assistance providing the frammework for the major comstructiom

-

project,
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7. _Possible Problems or Issues:

At the present time, the final design contract for the pumping plant,
treatment plant, and distribution pipeline has not been ararded. It ie
expected, however, that these contracts will be awarded in the near future
and should have no effect upon the implementation of this proposed loan,
8., Staff Requirements for Intensive Review:

Since this loan will be the second loan for this project sand since
the informatton required to carry out an intensive review of the project
has already been submitted to AID/W, no additional staff requirements are

anticipated. Additional information will be furnished by the USAID

engineer as required.
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1 4 Request Devel t FY 1971
1. TIitle:
2. Descriptien:

Total Cost:

Dollsr: $2,000,000

Loce]l Cyrrency: Local currency costs will be covered by the

COM gad/or by USAID-comtrolled local currencies

Proposed Source of Financing: A.I.D.
Eroposed Source of Procurement:U.S.A.

This loan would finsnce foreign exchange costs of equipment end
materials for the construction of added grain storage facilities.
3, Jwstification:

USAID is supplying extensive assistance under the cerssls improvement
project to the efforts of the GOM and Moroccaa farmers to modernise and
increase cereals production, In a good crop year, such as 1967-1968,
existing storage capacity is mot yufficient. Ia view of cur present
involvement in cersals, assistance im solving storage problems would be
& natural continuation of our activity in this ares. If the COM decides
to embark om a major construction program and requests AID assistance,
this loen possibility shouid be given high priority.

4. Politicsl and Socisl Ispsct:

By easing the burdem on existing storage capacity and by providing
additional facilities to permit stabilization of graim stocks, this loss
would have a positive bemafit on a broad segmenmt of Morocco's famaing

population through providing the basis for higher incomes for grain

» .
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received, reduction of losses due to improper storage, and would
demonstrate our support of Morocco's efforts to meet its basic food needs
from domestic resources,
5. Economig, Technical and Financial Feasibility:

The feasibility of a comprehensive survey and the issues to be
studied were explored in the Kansas State University study of May 1969,
This report gave specific recommendations for a long-range comprehensive
study. This study, for which TC/DG financing is being proposed, would
determine the feasibility of a large-scale construction program,

6. C ity to lement:

The GOM and Moroccan contractors have a great deal of experience in
large-scale construction projects and many of the present storage facilities
were constructed by local contractors,

7. Possible Problems:

The feasibility of a TC/DG financed study and a DL financed construction
project will depend upon the GOM position regarding the priority for
such activity within the time frame for which this CFS submission is
relevant, The Moroccan Govermment is currently studying the problem and
considering the Kansas State University recommendations. The desirability
of providing a loan would depend upon a positive GOM decision in the near
future and upon the findings of the in-depth feasibility study,.

8. Staff Requirements for Intensive Review:
Intensive review of this loan possibility would be based to a large

extent on the feasibility study planned for DG financing in early FY 71.

>
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Based on this study, the USAID would probably be sble to prepare a losn

paper with relatively little outside assistance.





