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3 f *  

We have received and reviewed a NESA I3ureau memo on the subJect 
projects. l X e  memo aCtempts t o  be responsive t o  the  i s sues  
which we ra ised  concerning the  pro j e c t s  . 
There a r e  no new f a c t s  o r  lnfonnation provided s o  t h a t  issues 
e s s e n t i a l l y  remain as before, wi.tl1 one exception. We i n d i -  
cated our concerns f o r  poss ib le  p o l l - t i c a l  pr.obl.cms re1at;:ing 
t o  a large  number of extremely slnall land owners which d i d  
not  want t o  be relocated o r  t o  be excludcil f r ~ ~ n  t h e  p r o j e c t .  
Apparentl-y they w i l l  be excluded from the  p r o J e c t  and, ac- 
coyding t o  the NESA I%reau, t h i s  w i l l  nol; be u p s e t t i n g  t o  
them. We r ~ i . 1 1  accc:pt th i s ,  

?'he isnucs c,oncc!rning beneficirtu..ics, equi ty ar~d coe t,.; rema:i.l~. 
I n  sunm:ir.y, they a r e  a s  follot!:;: 

:.eneficiaries: We bclicvc: tlrat the  fac t  that 25,$ of the ?-and .-- 
onncr: i n  t11(1! sche~nc w i l l  own t~ppr@xi.matr:ly 50% u f  the 1.~nc1 i s  
i n d i c a t i v e  of a slcerving of the  pr0;ject t o  the l a r g e r  l and  Ci\IT:t:TC. 
7'hc mSA Lbrc!.:,au pos:lt:i.or~ i s  t h a t  the faci, thnl; 757; 01: the  land 
owners w i l l  have 508 of the  land  is rcascmable an21 t l~erefc~rt)  
t?ia.t; -1;he i s s u e  shoulcl be droppeci, 

Wh:i.le a se r ious  issuc! i n  our mind , .  it ccu3.ri be a l l e v i a t e d  by 
adJun.l;ing t l ~ c  df ~ t ~ 5 . b ~  t lon  oi' b e n e f i t s  no .t:~rrt they allc ~1:'~s- 
t r i b u t e d  cqun3.3.y ()I: ~. l : :~cfcrnbly c:ilu:i.tc~bl.y rv:lth t h o  t;>;catc:r beljcl'- 
il. t s  fioin;: t o  thi. r:.le:~l lar land uwncrs . ( ~ e c  below) 

i :  - US wo s ta ted  in our mcmc~rendu~o, i.1hi1.r: t11c che.r(;es t r ?  
J;.I[. l ~ e n ( ? f . i c ~ i a .  arc: somowha-I; prc;?,ress:i.vc! the barlef i ts  are(. 
c.- a ,,l,(..~~r!cl t o  (::i.vo ::ub:; tarl-l.;I.n.lly i\rc)~so bcnc?l'3.14r: I.o l:l?>!;clr. J-nlld o:.rric:rs 
f.l,.an 1;o t2-lr! ,rmcillczi, an they cbr.t: df sti:.;.b~z.Led or? the  basis  of' 
hcc ta res .  

http:extreme.ly
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have his land values increased by $3,000 x 25 or $75,000 at 
cost to him of $8,750 (net subsidy $66,250). The land owner
who had five hectares would receive a benefit of $15,000 (net

subsidy) with no land charge, and the land 
owner with 15 hec
tares would,receive a benefit of $45,000 at a charge of $3,500.
Obviously, the benefits are skewed very heavily to the larger

land owner. They are ob.iously unequal and clearly inequitable. 

The NESA Bureau asserts it is unrealistic to expect a larger
land owner to assume charges in closer relationship to benefits

and further, that this approach is common among LDCs and in the
 
U.S.
 

We believe that the fact remains that this is 
a grossly inequit
able scheme and should not be supported.
 

The NESA Bureau further states that this approach is in Moroccan
 
law, and is not subject to negotiation.
 

Economics: 
 The facts here are not at issue. That is, that the

scheme, according to Moroccan design is to provide a net income 
of $925 to a farmer who owns from 5 to 8 hectares. Assuming a
land development cost of $3,000per hectare, we are locking ata project in which costs are between $15,000 and $24,o0o with 

difficult issues raised 

a net return of' $925, which in our view is not a sound econciic 
investment. 

In our memo to the NE.>-A Bureau concerning the 
that the communicat;ion to the field "s' . uld n

projects 
ote the s

we 
erious 

stated 

by the projects and reflect the substan
tial analysis which must be performed prior to proceeding wilh 
the two irrigation projects." 

We further stated cur "doubt that you wil.] be able to satisfac.
torily re,,olve all the issue,,; involved prior to the end of the 
fiscal year." 

Tqhe NESA ]Bureau kdces not agree with the ser.i-ousness of the isvueswhich we raised, and "in view o' the uncertainty of the lI, pro
grains in Morocco in JYY 76" p.an.,; "to make a m,ajor effort to readyboth projects for FY '1975 fund:n " 

In view of the fact that the( NP! A Bureau does not accept the
vali.dity of our cone ern re.at.inr: to equity) and indicater .it 
is not prany L 08, tC (.jn,5 id ) L (2hri'nLL', w, must as-sume thati 
we will i',Cec'mrend that ,,he ,roJ octs not be supported by AID. 



-3-

While it is probable that further study and analysis could

identify additional indirect benefits, 
we must assume that the
cost to benefit ratios in terms of the direct beneficiaries willnot be substantially changed. We would thus not reconnend theproject 
 for AID suplixt due to its inadequate economic returns.
We believe, therefore, the issues are clear, with little disagreement as to the facts and it is appropriate that a decisionbe made at this time concerning the efficacy of proceeding with 
any further work on the projects. 

We recommend that the projects not be purued and that this bethe subject of a meeting between yourself and NESA AA. I am
attaching for your information a.memorandum on the projects

from Ted Owens of the Rural Development Coimittee. I am also
attaching copies of our memo to NESA dated February 13 and
their response dated February 25. 




