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I SUMMARY 

A. Brief  P r o j e c t  D e s c r i p t i o n  

I. R a t i o n a l e  

The p r o j e c t  purposes  are: a )  t o  upgrade a  c l a n d e s t i n e  s e t t l e m e n t ,  and prevent  
i t s  sp read ,  i n  a  Major Moroccan secondary c i t y  and b) t o  deve lop  a  model of a 
comprehensive approach t o  urban  development and s h e l t e r  f i n a n c e  f o r  low-income 
f a m i l i e s ,  by bringing t o g e t h e r  a  number of agenc i e s  a t  b o t h  c e n t r a l  and l o c a l  
l e v e l s .  The f i n a n c i n g  p l a n ,  which i s  t h e  key t o  t h e  p r o j e c t ,  w i l l  be t h e  
r e s p o n s i b i l i t y  of t h e  Caisse  d e  Dep8t e t  de  Ges t ion  COG) through i t s  
s u b s i d i a r y  thc: Fonds d'Equipement bmmunale (FEC). If s u c c e s s f u l ,  t h i s  
approach w i l l  be s p p l i e d  ih o t h e r  c i t i e s  of Morocco f o r  s i m i l a r  u rban  
developmznt p r o j e c t s .  

2. Background 

The r a p i d  growth of  Morocco's urban c e n t e r s  has been accompanied by t h e  
i n a b i l i t y  of t h e  formal  housing s e c t o r  t o  meet t h e  s h e l t e r  needs of low iticone 
f a m i l i e s .  This  s i t u a t i o n  h a s  r e s u l t e d  i n  t h e  growth of two types  of i n fo rma l  
housing: b i d o n v i l l e s  and c l a n d e s t i n e  neighborhoods. B i d o n v i l l e s  a r e  crowded 
neighborhoods o f  shacks  o r  similar rudimentary s h e l t e r s .  C landes t ine  
s e t t l e m e n t s ,  i n  c o n t r a s t ,  a r e  unplanned, unregula ted  ( i . e .  l a c k i n g  formal  
a u t h o r i z a t i o n s ,  pe rmi t s  and formal  land  t i t l e s )  neighborhoods of  more 
s u b s t a n t i a l  d w e l l i n g s ,  o f t e n  c o n c r e t e  s t r u c t u r e s  of  two o r  more s t o r e y s .  Both 
t ypes  of neighborhoods l a c k  u t i l i t i e s  and o t h e r  i n f r a s t r u c t u r e  a ~ d  community 
f a c i l i t i e s .  Both s e r v e  t h e  nee6s D £  low income groups ,  though r e s i d e n t s  of 
c l a n d e s t i n e  housing have a p p a r e n t l y  been no re  w i l l i n g  t o  i n v e s t  t h e i r  s c a r c e  
r e sou rces  i n  hous ing .  

The Goverrment of Morocco (GBM) ha s  i d e . t i f i e d  r e g u l a r i z a t i o n  of c l a n d e s t i n e  
housing a s  5 t s  t o p  p r i o r i t y  due t o  t h e  r a p i d i t y  and e x t e n t  of  i t s  growth. 
Because t h e  dwe l l i ngs  themselves  a r e  normally of s t anda rd  q u a l i t y ,  add re s s ing  
t h e  problems of c l a n d e s t i n e  neighborhoods i s  much more d i r e c t e d  a t  t h e  whole 
spectrum of urban  development i s s u e s  t h a n  a t  hous ing ,  per s e .  I f  t h e  GOE i s  
t o  be a b l e  t o  d e a l  w i t h  t h e  housing needs of i t s  popula t io f ; r  p a r t i c u l a r l y  
t h o s e  of  low and moderate income, whether housed i n  b i d o n v i l l e s ,  c l a n d e s t i n e  
neighbarhoods o r  e l s ewhere ,  i t  must f i n d  ways t o  r e g a i n  p u b l i c  c o n t r o l  over  
urban  developnent  such t h a t  p r i v a t e  investment i n  t h e  s e c t o r  i s  encouraged. 



The c u r r e n t  BG-QOl p r o j e c t ,  originally east as a r e l a t i v e l y  simple upgradiSg 
of t h e  DersaISamsa me%ghborked o f  Tetouan, h a s  evolved Ento t h e  f i r s t  
comprehensfve e f f o r t  t o  do t h i s .  Its approach is innova t ive  i n  t h e  ways i n  
which i t  w i l l  bring p u b l i c  and p r i v a t e  s e c t o r  r esources  t o  bear  on a major 
c l a n d r s t % n e  a rea .  I f  success fu l ,  t h i s  approach w i l l  be t h e  model t o  be 
app l i ed  i n  o t h e r  c i t ies  of Bloroccol. 

The o r i g i n a l  upgradiqg cQmponent i s  aow one of t h r e e  major compcnents, t h e  
second being a sites and s e r v i c e s  p r o j e c t  on a d j a c e n t  land,  and t h e  t h i r d ,  a 
Zone d'Adnagemeat Concert6 (ZAC) pro jec t .  'he Patter t w ~  c panents a r e  seen 
as a means of p reven t ing  f u t u r e  spread of c l a n d e s t i n e  Rousing and a r e  a l s o  
important  f o r  t h e  mobi l i za t ion  ~f p r i v a t e  investment which i s  e s s e n t i a l  t o  t h e  
f i n a n c i a l  v i a b i l i t y  of  t h e  e n t i r e  RG-001 p r o j e c t ,  TWO f u r t h e r  a s p e c t s  of t h e  
p r o j e c t  are e s s e n t i a l  t o  i t s  success: an o f f - s i t e  sewerage p ro jec t  and a 
t e c h n i c a l  a s s i s t a n c e  component. 

The key t o  t h e  success  of Tetorlan and f u t u r e  a p p l i c a t i o n  i s  t h e  FEC, a 
s u b s i d i a r y  of t h e  Caisae de  D6p6t e t  d e  & s t i o n ,  which, a s  t h e  f i n a n c i a l  
in termediary  i n  t h e  p r o j e c t ,  is t h e  agency p r i n c i p a l l y  responsible  f o r  i t s  
f inanc ing  ( see  d e t a i l s  i n  Sect ion I11 B 21, A s  borrower of p r ~ j e c t  funds, t h e  
FEC assumes t h e  r e s p o n s i b i l i t i e s  and r i s k s  of loan repayment t o  t h e  GOM and, 
consequently,  p r o j e c t  v i a b i l i t y ,  

3. P r o j e c t  Components 

a ,  t h e  i n s t i t u t i o n a l  component - 
The i n s t i t u t i o n a l  component i s  s t r u c t u r e d  t o  provide f i n a n c i a l  and t echn ica l  
management by two c e n t r a l  organizat ions ,  t h e  FEC and t h e  ANHX, respec t ive ly ,  
who c o l l a b o r a t e  t o  work i n  consort  wi th  municipal governments. This s t r u c t u r e  
w i l l  ensure r e p l i c a b i l i t y  of urban development and s h e l t e r  f inancing schemes 
f o r  'low income f a m i l i e s  through t h e  n a t i o n a l  scope of t h e  FEC and ANKI whi l s t  
r e in fo rc ing  c o s t  recovery through t h e  municipal  government. 

b. t h e  upgrading component 

This  component c o n s i s t s  of upgrading two adjacent  se t t lements :  Dersa and 
Samsa, wi th  54,000 i n h a b i t a n t s ,  The Dersa/Samsa s i t e  con ta ins  9,500 
households i n  homes on land t h a t  is e i t h e r  pub l i c ly  ouned o r  has  been acquired 
from p r i v a t e  owners without  c a d a s t r a l  sarvey, The fIC loan  w i l l  f inance  t h e  
p rov i s ion  of i n f r a s t r u c t u r e  works t o  upgrade t h e  si te:  a primary road system; 
completion of t h e  water  supply and e l e c t r i c i t y  network; s t o m  water  and 
sewerage system; p rovfs ion  of municipal se rv ices ;  and l e g a l  tenure  f o r  a l l  
homeowners i n  the DersadSamsa neighborhoods. F ro jec t  c o s t s  w i l l  be recovered 
through downpayments and a monthly assessment f e e  t o  be c o l l e c t e d  through the  
u t i l i t y  b i l l i n g  process. Benef ic ia r i e s  w i l l  b e n e f i t  from cross-subsidies from 
p r o f i t s  from t h e  sale of l o t s  i n  t h e  sites and s e r v i c e s  component and from t h e  
improvement charges  made t o  owners of land i n  t h e  Z,A.C. component. 



e. s i tes  and s e r v i c e s  cnmponent 

The Samse I1 a r e a ,  cover ing 130 h e c t a r e s  (of which 70  hectares are p r i v a t e l y  
owned), w i l l  be developed i n t o  se rv iced  l o t s  over  a f i v e  y e a r  period.  The 
development of t h f s  zone w i l l  ine lude p r ~ v i s i e n  of primary, secondary and 
t e r t i a r y  i n f r a s t r u c t u r e .  It w i l l  be subdivided i n t ~  low and middle income 
plots, c o m a r e i a l  and apartment bu i ld ing  sites. The PIG l o a n  f inanc ing  w i l l  
f inance  the d e v e l ~ p m e n t  of 4,000 low income housing type lots wich will meet 
s h e l t e r  demands of this group through the  next  decade. The sale of Iand.bor 
v i l l a s ,  apartments and commersfal f a c i l i t i e s  a t  c l o s e  t o  market prices w i l l  
a l low f o r  importane c r o s s  s s b s i d i e e  t o  be made t o  t h e  upgrading component s f  
t h e  project .  

d ,  t h e  Zone d' Adnagement Concert6 (ZAC) component 

This p r o j e c t  component inc ludes  70 h e c t a r e s  of p r i v a t e l y  owned and p a r t i a l l y  
developed land l o c a t e d  i n  t h e  Samsa neighborhood. The s i t e  w i l l  have primary 
i n f r a s t r u c t u r e  i n s t a l l e d .  The t o t a l  investment c o s t  w i l l  be borne by t h e  
c u r r e n t  land owners. 

e ,  o f f - s i t e  i n f r a s t r u c t u r e  and equipment 

The p r o j e c t  proposes t o  cons t ruc t  two primary sewerage/storm water  c o l l e c t o r s  
and a sewage t rea tment  p l a n t  f o r  t h e  c i t y  of Tetcuar Based upon t h e  number 
of p r o j e c t  b e n e f i c i a r i e s  concerned, t h e  HG l o a n  w i l l  f inance  up t o  25 percent  
of  t h e  t o t a l  c o s t  of  t h e s e  a c t i v i t i e s .  I n  a d d i t i o n  HG l o a n  funds w i l l  be used 
f o r  t h e  purchase of equipment necessary t o  provide municipal  s e r v i c e s  t q  t h e  
p r o j e c t  sites. 

f ,  t e c h n i c a i  a s s i s t a n c e  

In  combination w i t h  t h i s  program, U~~f"ulRabat  w i l l  provide g r a n t  funding t o  
a s s i s t  t h e  munic ipa l i ty  of Tetouan t o  improve i t s  a b i l i t y  t o  d e l i v e r  municipal 
s e r v i c e s ,  provide l and  r e g i s t r a t i o n  t o  p r o j e c t  b e n e f i c i a r i e s ,  i n c r e a s e  t h e  
r a t e  of genera l  revenue c a l l e c t i o n s  and improve i t s  o v e r a l l  f i n a n c i a l  
management and t o  t h e  FEC f o r  f i n a n c i a l  management. 

Borrower 

The Ministry of Finance (MOF) of t h e  GOM wi14 borrow d o l l a r s  from U.S. l enders  
but  t h e  Fonds diEquipement @ornunale (FEC), a subs id fa ry  of t h e  Caisse de 
De'p6t e t  de Gestion (CDG), w i l l  borrow dirhams from t h e  blOF and w i l l  be 
respons ib le  f o r  repayment t o  t h e  MOF of  t h e  dfrham loan.  (FOP d e t a i l s  on 
these  f i n a n c i a l  arrangements, s e e  S e c t i o n  V 1 . A .  Financ ia l  Analysis).  



The t o t a l  c o s t  of the p r o j e c t  i s  e s t ima ted  t o  be $47.10 m i l l i o n .  

Costs t c  be financed by t h e  HG-001 l o a n  are  a s  fo l lows :  

upgradj  ng $ 1 1 . 5 2  m i l l i o n  
sites and s e r v i c e s  4.76 m i l l i o n  
o f f - s i t e  sewerage 2-00 m i l l i o n  
c a p i t a P P z s t i o n  of i n t e r e s t  6.73 m i l l i o n  

TOTAL 25.01 m i l l i o n  

The Government of Morocco and p r o j e c t  b e n s f i c i a r i e s  wall f i n a n c e  approximately 
$23.10 m i l l i o n  i n  p r o j e c t  c o s t s .  

D. Sec to r  Goal and P r o j e c t  Purpose2 

The s e c t o r  g o a l  is t o  improve the  s h e l t e r  c o n d i t i o n s  i n  urban a r e a s  of Morocco 
f o r  low income households.  Progress  toward t h i s  goal w i l l  be made by t h e  
achievement of the p r o j e c t  purposes which a r e :  a )  t o  upgrade a c l a n d e s t i n e  
s e t t l e m e n t ,  and prevent  i t s  spread ,  i n  a  major Moroccan secondary c i t y ,  and b) 
t o  develop a model of a  comprehensive approach t o  urban  development and 
s h e l t e r  f i nance  low-income f a m i l i e s .  

- Support GOM p o l i c i e s  wich a r e  aimed a t  add res s ing  t h e  
problem of the p r o l i f e r a t i o n  of c l a n d e s t i n e  settlements; 

- Inc rease  t h e  a v a i l a b i l i t y  of affordabl 'e  s h e l t e r  for low 
income families; 

- Create a n  i n s t i t u t i o n a l  s t r u c t u r e  capable  of 
implementing s i m i l a r  p r o j e c t s  i n  o t h e r  urban a r e a s ;  

- S u p p r t  GOM e f f o r t s  t o  s t r e n g t h e n  l o c a l  government 's 
a b i l i t y  t o  d e l i v e r  s e r v i c e s  t o  r e s i d e n r s  o n  a c o s t  
e f f e c t i v e  b a s i s ;  

- Inc rease  c a p a c i t y  of Munic ipa l i ty  t o  guide  t h e i r  own 
-urban development; 

- Mobil ize p r i v a t e  s e c t o r  r e sou rces  t o  b e t t e r  meet housing 
aemand. 
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H. Birnholz, Team Leader, RHUM) 
R. Adams, PSC, 1RHUM)/Rabat 
U. Ernst, PSC, USAID/Rabat (Economist) 
D. Tsi t sos ,  PSC, USAID/Rabat 
D. Coleman, Consultant  (F inanc ia l  Analyis t )  
6. Erbach, Consultant  ( S h e l t e r  S p e c i a l i s t )  
W. Vander Borght, Consultant  (Engineer) 

F. USAID/Babat P r o j e c t  Review Committee 

R. Chase, Mission Di rec to r  
C. Johnson, Deputy D i r e c t o r  
W. modes ,  Program O f f i c e r  
J. Gius t i ,  Acting Program O f f i c e r  
M. Matthews, Cont ro l l e r  
A. Williams, Regional Legal Advisor 

G. Projec t  Paper Approval 

Authori ty t o  approve t h e  p r o j e c t  paper i n  t h e  f i e l d  has  been delegated  t o  
USAID/Rabat Miwiion D i r e c t o r  by S t a t e  Cable 153969. (See Appendix D). 

H. Recommendation of P r o j e c t  Design Team and P r o j e c t  ReT iel Committee 

The Project  Design Team and P r o j e c t  Review Committee recommend t h a t ,  sub jec t  
t o  t h e  terms and cond i t ions  of t h e  P r o j e c t  Author iza t ion ( s e e  Annex B ) ,  an  
amendment of t h e  $25 m i l l i o n  Morocco Mousi.ng Guarantee Program P r o j e c t  
608-HG-001 be approved as h e r e i n  described. 





11. PROJECT RATIONALE Am BACKGROUND 

A. Pro jec t  Ra t iona le  

1. Evolution of t h e  HG-001 p r o j e c t  

a .  r a t i o n a l e  f o r  a  revised P r o j e c t  Paper 

This revised P r o j e c t  Paper suppor ts  a GOM reques t  t o  amend t h e  HG-OOl 
A u t h o r i z a t i m  r e p l a c i n g  t h e  o r i g i n a l  Ben M'sik Upgrading P r o j e c t  by t h e  
Tetouan Upgrading Pro jec t .  As noted i n  t h e  Discuss ion Paper "Proposed 
Amendment and Morocco 608-HG-081 Program Design", t h e  RG-OOi was author ized 
f o r  $25 m i l l i o n  i n  1979 t o  support t h e  Ben M'sik b i d o n v i l l e  upgrading p r o j e c t  
i n  Casablanca. No borrawfngs occurred however, and i n  t h e  beginning of 1982 
t h e  GOM suddenly changed t h e  o r i e n t a t i o n  of t h i s  p r o j e c t  from t h a t  of on-s i te  
upgrading t o  re loca tqng  t h e  major i ty  of t h e  i n h a b i t a n t s  t o  another  s i t e .  
While t h i s  fundamental p r o j e c t  change was p r imar i ly  due t o  very s p e c i f i c  
cons ide ra t ions  r e l a t e d  t o  t h e  Ben M'sik s i t u a t i o n ,  i t  d i d  cause AID t o  
withdraw its suppor t  f o r  t h e  p ro jec t .  USAID d i d  a g r e e  however, t o  maintain 
t h e  a u t h o r i z a t i o n  and t o  consider  amending i t  t o  f i n a n c e  another  appropr ia te  
upgrading p r o j e c t  a t  t h e  proper time. 

The Tetouan p r o j e c t  w a s  included I n  t h e  1981-1985 Five-Year Development Plan  
and w a s  one of t h e  sub-projects  i n  t h e  o r i g i n a l  86-002 Pro jec t  I d e n t i f i c a t i o n  
Document approved by AID/W nn January of 1981. It w a s  l a t e r  de le ted  from t h e  
f i n a l  P ro jec t  Paper, however, when t h e  amount of t h e  HG-002 a u t h o r i z a t i o n  was 
s u b s t a n t i a l l y  reduced. 

Technical a s p e c t s  and s t u d i e s  of the  p r o j e c t  were continued by t h e  Minis t ry  of 
Housing, however, over  t h e  next  four  years .  Both A I D  and t h e  GOM maintained 
i n t e r e s t  i n  the p r o j e c t  because of t h e  s i g n i f i c a n t  housing problems involved 
and t h e  high p r i o r i t y  t h e  GOM was plac ing an so lv ing  t h e  c landes t ine  housing 
c r i s i s .  COM reques ted  HG-002 f i n a n c i a l  a s s i s t a n c e  i n  designing t h e  upgrading 
p r o j e c t ,  and AID funded short-term t e c h n i c a l  a s s i s t a n c e  t o  t t e  p ro jec t  under 
t h e  Low Income S h e l t e r  P ro jec t  (608-0156). 

The GOM has now requested  BG financing to undertake an expanded p ro jec t  which 
has  become a comprehensive urban development program which inc ludes  t h e  
upgrading of t h e  major c landes t ine  housing a r e a  i n  Tetouan. The f inancing of 
t h e  upgrading e f f o r t  involves  a n  innovat5ve blending of benef ic ia ry  payments 
and cross-subsidies  from o t h e r  p ro jec t  components t o  ensure  a f f o r d a b i l i t y  f o r  
the lowest income b e n e f i c i a r i e s .  The cross-subsidies  w i l l  be generated by t h e  
s a l e  of se rv iced  p l o t s  a t  market p r i c e s  i n  a sites and s e r v i c e s  p ro jec t  
component. This component, by se rv ic ing  :urrent ly  vacant  land adjacent  t o  t h e  
upgrading s i te,  w i l l  be t h e  major means of prevent ing f u r t h e r  c landes t ine  
growth i n  t h e  a r e a .  Provis ion is a l s o  made f o r  c r o s s  s u b s i d i e s  t o  low income 
b e n e f i c f a r i e s  An t h e  s l t e s  and se rv ices  subproject .  F i n a l l y ,  a zone f o r  
p r i v a t e  development ad jacen t  t o  these  two housing a r e a s  w i l l  genera te  
a d d i t i o n a l  revenues f o r  cross-subsidies.  A r e l a t e d  o f f - s i t e  sewage system 
w i l l  l ead  t o  t h e  even tua l  r e so lu t ion  of c i ty-wide  s a n i t a t i o n  problems. (See 
Sect ion 111 B f o r  a  d e t a i l e d  projec t  d e s c r i p t i o n ) .  



This  i n t e g r a t e d  a p p ~ o a c h  t o  t h e  urban developaerie problems caueed by t h e  
c l a n d e s t i n e  housing phenomenon wdlLS not only immediately benefdt  t h e  low 
income resddents  sf Dersa i n  Tetouan, but  w i l l  provide t h e  GOM with  a t o o l  BOP 
upgrading o t h e r  c l a n d e s t i n e  se t t lement& and prevent ing t h e i r  new growth. The 
Tetouan exper ience  w i l l  be a c r l t i c a l  test f o r  t h e  comprehensive urban 
development s t r a t e g y  proposed i n  t h i s  p ro jec t  paper, It will a l s o  support 
s p e c i f i c  World Bank Morocco Finance Sector S t r u c t u r a l  Adjustment 
Recommendations t h a t  seek t o  stimulate domestic resource  mobfllzatioln through 
c o n s t r u c t i o n  a c t i v i t i e s  and t o  s t rengthen the r o l e  of e x i s t i n g  f i n a n c i a l  
in te rmedia r i es  i n  the urban development process. 

GOM  effort^ i n  neighborhood upgrading and USAID support  - 
GOM and USAID have supported t h e  upgrading of o t h e r  low income neighborhoods. 
I n  accordance w i t h  t h e  1981-1985 Five Year Development Plan,  t h e  GOM, v i t h  
World Bank f inanc ing ,  upgraded large-scale b i d o n v i l l e  a r e a s  i n  Rabat, Meknes . 

and Kenitra.  With budget f inancing,  the  GOM has  upgraded smal le r  b idonv i l l e s  
i n  a number of c i t i e s  a s  wel l .  AXE supported GOM upgrading p r o j e c t s  through 
HG-002 f inancing and by providing long and s h o r t  t e r n  t e c h n i c a l  a s s i s t a n c e  t o  
t h e  Ministry of Housing and Regional Development (MHAT). These e f f o r t s  
ine luded t h e  development of  more v i a b l e  housing p o l i c i e s  dnd support  of t h e  
USAU) financed HG-002 implementation. 

Technical  a s p e c t s  and s t u d i e s  of t h e  proposed Tetouan p r o j e c t  have been under 
development by t h e  Min i s t ry  of Housing f o r  t h e  l a s t  f o u r  yea rs ,  During t h i s  
per iod the GOM h a s  reques ted  USAID He-002 f i n a n e i a i  a s s i s t a n c e  i n  preparing 
t h e  p ro jec t  design.  DIrect s h o r t  tern t e c h n i c a l  a s s i s t a n c e  t o  t h e  proJect  was 
provided by a n  AID-funded advisor  under USAIDIMO~OC~O'S Low Income S h e l t e r  
P r o j e c t  (608-0156). 

c. development of t h e  Tetouan Pro jec t  

The primary focus  of  t h e  Tetouan Projec t  i s  t h e  upgrading of t h e  major 
c l a n d e s t i n e  housing se t t l ement  located  on t h e  Dersa mountain immediately above 
and adjacent  t o  t h e  c i t y  cen te r .  

S ince  t h e  p r o j e c t  was o r i g i n a l l y  conceived, i t  has  grown from t h e  simple 
upgrading of a l a r g e  c landes t ine  se t t lement  as descr ibed i n  t h e  Five Year Plan 
t o  a p ro jec t  w h i c h  addresses  some of t h e  l a r g e r  urban development problems 
facing Motocc~.  I n  a d d i t i o n  t o  the upgrading component, which i s  designed t o  
r e l i e v e  some of t h e  adverse  condi t ions  c h a r a c t e r i s t i c  0% c l a n d e s t i n e  
s e t t l e m e n t s  (See also Sect ion If B. Project  Background), the p r o j e c t  a l s o  
t a k e s  on t h e  t a s k s  of  (1) preventing t h e  growth of e l a n d e s t l n e  housing, and 
(2) s t imula t ing  p r i v a t e  investment i n  t h e  housing see to+ ,  and (3) encouraging 
fniajor f inancjial  i n s t i t u t i o n s  t o  p a r t i c i p a t e  i n  urban development. 

The development s f  t h e  p ro jec t  began wi th  t h e  1966 Zone Development Plan f o r  
t h e  Dersa se t t l ement .  It was not implemented, and improvements i n  t h e  
neighborhood were made p a r t  of t h e  1981-1985 Five Year Plan. Inclus ion rf the  
Dersa p r o j e c t  i n  the Plan increased awareness of and i n t e r e s t  i n  i t .  This 
helped t o  s e n s i t i z e  d i f f e r e n t  c i t y  departments t o  t h e  need t o  coordinate  
s e r v i c e s  t o  d e a l  w i t h  t h e  problems i n  the  neighborhood. 



Other plannAng o c r d v i t i e s  which served t o  help  fom.u la te  development plans f o r  
t h e  oefghborhood were a 1981 100% household raumey and issuance of a r e p o r t  
the reon  and t h e  complet ion of the  Tetouan Master Plan i n  1984, which desc r ibed  
upgrading plans lor Dersa. 

The WPi, eaceing t h e  r a p i d i t y  wi th  which c l a n d e s t i n e  housing was growing i n  
Morocco, (see S e c t i o n  PP.B,2.) expanded the  upgrading planned i n  Tetouan t o  
encompass prevent ion  of  f u t u r e  growth by t h e  p rov i s ion  of serviccd lots  t o  
accommodate expected demand. 

The f i n a l  component of t h e  new k r s a  p r o j e c t  - pr ivaze  Eector  investment- was 
a response t o  l i m i t e d  pub l i c  s e c t o r  r e sources  and t o  o v e r a l l  GOM po l t cy  
r e d i r e c t i o n .  This p r i v a t e  s e c t o r  component is not  only a c r i t i c a l  e l e ~ e n t  i n  
t h e  saccess  of t h e  Tetouan p r o j e c t ,  i t  i s  a l s o  c r u c i a l  t o  r eg l i ca rdon  of t h e  
Tetouan approach i n  o t h e r  a r e a s  of Morocco and i s  t h e  f scus  s f  c u r r e n t l y  
evolving p d i c l e s  of  t h e  GOM. The M i n i s t r i e s  of Housing and I n t e r i o r ,  both  of 
which p lay  important  r o l e s  i n  the  MG-001 p r o j e c t ,  have both placed s high 
p r i o r i t y  on s t imula t%on  of p r i v a t e  s e c t o r  a c t i v i t y  i n  housing and urban 
development a s  a means of inereasdng resources  a v a i l a b l e  t o  address  pub l i c  
p o l i c y  i s sues .  

AID program s t r a t e g y  

Po l i cy  Refom 

The GOM has  taken i n i t i a t i v e s  t o  i n s t i t u t e  an important pol icy  reform - the 
proposed d e l e g a t i o n  of a u t h o r i t y  and model r e g u l a t i o n s  enabling municipal  
governments t o  g e n e r a t e  and use  municipal  revenues t o  pay. for  sewarage 
c o l l e c t i o n  and t rea tment  systems. The n r o j e c t  w i l l  seek  t o  apply  t h i s ,  a s  y e t  
un tes ted ,  l e g i s l a t i o n .  A second pol icy  reform, t h a t  of mobi l i za t ion  of 
p r i v a t e  s e c t o r  r e sources  ( i n t e r n a l  c ross-subs id ies)  benefit low income 
f a m i l i e s  i n  urban development fls b u i l t  into t h e  project. 

b. p r o j e c t  cons is tency wi th  Government p l m s  

The Be-QOh p r o j e c t  r e p r e s e n t s  t h e  COMrs f i r s t  comprehensive undertakjng t o  
address  c l a n d e s t i n e  s e t t l m e n t s  and t o  a t tempt  t h e  l a r g e  s c a l e  d e l i v e r y  of 
serviced l o t s  a f f o r d a b l e  t o  low hncoae families, The p ro jec t ,  whi le  d i r e c t e d  
at solving t h e  s e v e r e  housfng and i n f r a s t r u c t u r e  problems fn the Tetouan 
c landes t fne  s e t t l e m e n t ,  p resen t s  the  oppor tunl ty  t o  develop a  means by which 
m u n l c i p a l ~ t i e s  can  r e g a i n  physHcaH and a d m i n i s t r a t i v e  c o n t r o l  of urban 
d e v e l o w e n t  while increasiulg p r P w a r e  s e c t o r  Bnvestment i n  t h e i r  cit?.esv 
development. By b r ingfng  toge the r  t h e  i ~ s t i t u t i c n s  and oaganiza t fons  needed 
t o  accomplish the g o a l s  of HG-001 i n  Tetouan, t h e  p r o j e c t  w i l l  s e n e  as a 
model f o r  upgrading and preventing c l a n d e s t i n e  s e t t l e m e n t s  elsewhere i n  
Morocco, T h i s  a s p e c t  of t h e  p ro jec t  d i r e c t l y  addresses  what t h e  GOM has  
des ignated  a s  t h e i r  h i g h e s t  p r i o r i t y  housing problem. Improving t h e  c a p a c i t y  
of t h e  municipal  government t o  recover investment c o s t s  and genera te  revenues 
f u r t h e r s  GOM o b j e c t i v e s  fn decenr ra l i z ing  government a c t i v i t y .  

c .  r e l a t i o n s h i p  t o  the  CDSS and o t h e r  A I D  urban a c f i v i t f e s  

The proposed HG p r o j e c t  provides an  oppor tuni ty  f c r  AID t o  respond t o  high GOM 

p r i o r i t i e s :  r e g u l a t i z a t i o n  and prevent ion  o f  c l a n d e s t i n e  housirig and 
improvements i n  urban dzveloprcent and management whfle furthering A I D  po l icy  
p r i o r i t i e s  i n  the  urban s e c t o r ,  



BG-OOl w i l t  r e in fo rce  t he  go l i ey  dialogue of HG-002 i n  t h e  a r ea s  of 
alsPcrdabPlity and c o s t  recovery and w131 promote the WM's i n s t i t u t i o n a l  
c a p a b i l i t i e s  t o  design and implement na t iona l  urban development programs. 9t  
w i l l  increase  t h e  va lue  of e x i s t i n g  housing while Pncreasing p r iva t e  sec tor  
investment i n  both exisking and new housing and urban development. The 
proposed HG w i l l  be the f i r s t  ef fort  t o  a s s i s t  t h e  GQM i n  designing and 
implementing a l a r g e  scale urbanizat ion program which addresses  both ex i s t i ng  
c landes t ine  housing condi t ions  and the housing demands of Isw income famil ies  
on a sus ta inab le  and cost  e f f ec t ive  banis. 

Other USAID/RHW urban a c t i v i t i e s  include t he  Morocco Urban Development 
Assessment, whieh %den t i f f e s  t h e  BG program a s  a key element of USAXB's larger 
s t r a t egy  f o r  dea l lng  with urbanfeation problems i n  Morocco. The Morocco ITDA 
a l s o  highl ighted t h e  need f o r  USAID and RWUDO t o  expend t h e  urban development 
dialogue with t he  Kin is t ry  sf In t e r io r ,  The recen t  t r a n s f e r  of c e r t a i n  urban 
planniqg funct ions  from t h e  Ministry of Housing t o  t h e  Minis t ry  of the  
I n t e r i o r  (MOI), i nd i ca t e s  t h e  important r o l e  t h a t  t h e  MOI vill play i n  
addressing urban r e l a t e d  i s s u e s  i n  Morocco. Both RHUDB and USAID view th i6  HG 
pro jec t  a s  a key opportunity t o  expand support t o  MOI e f f o r t s  t o  develnp a 
long range s t r a t e g y  t o  address urban i s sues ,  

The FY 86 CDSS submitted i n  January 1984 iden t f f i ed  t h e  po t en t i a l  of BG 
resources t o  support  USAID e f f o r t s  t o  develop an  urban s e c t o r  s t ra tegy.  USAID 
is eurrenely completing a comparative ana lys i s  of master plans f o r  major 
secondary c i t i e s  i n  Bforoeco t o  help  def ine  t he  scope of needs i n  the  urban 
s e c t o r  which USAID might a s s i s t  i n  addressing, 

3. Coordination wi th  o ther  donors 

The other  major donor a c t i v e  i n  the  s h e l t e r  s ec to r  i n  Moroecs has  been the 
EBRD. Loans have included financing f o r  t h r ee  major upgrading projects:  
Rabat, Meknes, Kenitra,  and financing a l i n e  of c r e d i t  t o  t he  FEC t o  finance 
municipal p ro j ec t s  wi thin  t h e  FEC's e l i g i b i l i t y  c r i t e r i a .  The HG project  
w i l l  f u r t h e r  promote IBRD urban development ob jec t ives  pa r t i cu l a r ly  with 
regard t o  cos t  recovery and i n  support of YEC. 

I n  i t s  1984 F inanc ia l  Sector Report, the  World Bank recommended t h a t  the CDG, 
through t h e  FEC, t ake  on a g rea t e r  r o l e  i n  urban investment, '%he H6-001 
pro jec t  advances t h i s  recommendation by not only making t h e  FEC t h e  borrower 
of funds f o r  a n  upgrading pro jec t  but a l s o  leveraging thereby the  investment 
of FEC's own funds i n  a l a r g e r  and more comprehensive urban development 
p ro jec t  . 
Fina l ly  I3RD i s  cu r r en t ly  f inancing technical  a s s i s t ance  t o  the Ministry of 
Housing and the  FEC t o  a s s i s t  i n  t he  preparation sf Ehe p r e f e a s i b i l i t y  s tud ies  
f o r  the  upgrading of 5 c landes t ine  neighharhoods t h a t  w i l l  be considered f o r  
f inancing through t h e  next ?BBD loan. Tke s t r u c t u r e  of Chis program has not 
y e t  been c l e a r l y  defined; however, the  IBRCi plans t o  address  t he  clandestine 
housing upgrading e f f o r t  i n  a manner s lmi fa r  t o  t h e  proposed HG-001 approach, 
The bsrsower o t  t h e  funds ~ $ 1 1  be the  PEC, which will on-lend t o  the  
m u n i c i p d i t i e s  concerned, wi th  cos t  recovery through dssessment taxes.  The 
r o l e  of ANHI, the  na tc re  of tSe s i t e s  and se rv ices  component and exact amount 
of the loan  are y e t  EO be determined. USAID will eoordinate  i t s  a c t i v f t f e s  i n  

the  s ec to r  t o  ensure t h a t  ~ b j e c t l v e s  befng pursued by AID and IBRD contfnue t o  
be mutually supportive.  



Two o t h e r  important  donore i n  t h e  s e c t o r  a r e  t h e  Is lamic  Development Bank and 
t h e  Europeen Economic Community (EEC). Both a r e  f inanc ing  the tjpgrading of 
l a r g e  c l a n d e s t i n e  neighborhoods i n  t h e  Rabat-Sal6 a rea .  The FEC is borrowing 
on concessionary terms but  is recover ing.cos t r ;  through t h e  u t i l i t y  companies 
and m u n i c i p a l i t i e s  a t  f u l l  market rates. 

B. P ro jec t  Background 

1. Urbanizat ion i n  Mor~cco  and Tetouan 

a. ,?opulation growth 

Morocso's popula t ion h a s  been growing a t  a s t eady  r a t e  of almost 3% since t h e  
country  gained i t s  independence i n  1956. 

I n  1877, f o r  example, Morocco was es t ima ted  t o  have 17.3 m i l l i o n  i n h a b i t a n t s  
of which 6.9 m f l l i o n  l i v e d  i n  urban a r e a s .  I n  1980, t h e  o v e r a l l  populat ion 
r o s e  t o  19.5 m i l l i o n  people of whom 41 percent  o r  8 m i l l i o n  now l i v e d  f n  urban 
a r e a s .  A t  t h e  t i m e  of the  n a t i o n a l  census  i n  1982, 8.7 m i l l i o n  persons o r  
almost  43 percent  of t h e  t o t a l  popula t ion of 20.4 m i l l i o n  were considered 
urbanized. 

Morocco i s  i n  f a c t  one of t h e  a o s t  urbanized c o u n t r i e s  i n  h f r i c a .  Its urban 
popula t ion i s  es t imated t o  have inc reased  15 t imes s i n c e  t h e  beginning of t h e  
century .  A comparison of more recen t  in teree lasa l  d a t a  shows t h a t  urban growth 
rates averaged 4.4 percent  over  t h e  per iod 1971-1982, compared wi th  2.6 
percent  f o r  t h e  o v e r a l l  populat ion growth r a t e  and 1.4 percent  f o r  t h e  r u r a l  
popula t ion dur ing the  same period.  The propor t ion of t h e  t o t a l  populat ion 
considered t o  be urban grew from 29 percent  i n  1960 t o  35 percent  i n  1972 and 
most r e c e n t l y  t o  43 percent  Pn 1982. Natural  growth accounted for about 60 
percent  of t h i s  inc rease ,  while i n - m i g r a t i o n  from r u r a l  a r e a s  w a s  responsible  
f o r  t h e  r e s t .  

Current  r a t e s  of u rban iza t ion  a r e  expected t o  cont inue  i n  t h e  nea r  f u t u r e  and 
t h e  urban popula t ion w i l l  probably reach 15 m i l l i o n  i n h a k i t a n t s . o r  50 percent  
of t h e  t o t a l  popula t ion by t h e  end of t h e  1980's. A t  t h e  end of t h e  century ,  
a 60/40 s p l i t  between urban and r u r a l  popula t ions  is  projee ted ,  

b. economic growth 

The economic impact of Morocco's p resen t  urbanizat ion process has  genera l ly  
been pos i t ive .  Zncreased p roduc t iv i ty  r e s u l t i n g  from r u r a . l m i g r a t i o n  t a  urban 
a r e a s  has  s i g n i f i c a n t l y  c m t r i b u t e d  t o  t h e  r i s e  i n  t h e  g ross  n a t i o n a l  product 
and t o  a g r e a t e r  economic r o l e  f o r  urban a reas .  S t a t i s t f c s  show a s  w e l l  t h a t  
42.7 percent  of t h e  t o t a l  populat ion,  a propor t ion a p p r ~ x i m a t e l y  equivalent  t o  
t h e  urban populat ion,  now c o n t r i b u t e s  i n  excess  of 65% t o  g ross  domestic 
product  formation,  

Income i n  urban a r e a s  is a l s o  a t  l e a s t  30 percent  h igher  than t h a t  of r u r a l  
areas and growing about twice as f a s t .  Thus i n  s p i t e  of h igher  p r i c e s  i n  
urban a r e a s  and uneven d i s t r i b u t i o n  of wealth,  t h e  m a j o r i t y  of urban dwel lers  
a r e  a b l e  t o  mainta in  h igher  c~nsumpt ion  and l i v i n g  s t andards  than t h e i r  r u r a l  
coun te rpar t s ,  not  t o  mention benef i t ing  from t h e  g r e a t e r  a c c e s s i b i l i t y  t o  
s o c i a l  and c u l t u r a l  services t h a t  c i t y  living provides. 



c. impact of populat ton growth on s p a t i a l  development 

In terms of s p a t i a l  development, t h i s  u r b a n i z a t i o n  process  has  Pnvolved not  
only t h e  preeminent c e n t e r s  of Casablanca end RetbatjSalS but  a l s o  t h e  e n t i r e  
urban s t r u c t u r e  of t h e  counery. Morocco h a s  succeeded i n  mainta in ing a 
s u b s t a n t i a l  and w e l l  balanced network of mal l  and me;i.m s i z e d  c i t ies  o u t s i d e  
t h e  concentra ted  Casablanca - Keni t ra  c o r r i d o r .  I n  1982 f o r  example, t h e r e  
were 13 c i t i e s  w i t h  popula t ions  of 100,000 o r  more and a t o t a l  of I6 c i t ies  
wi th  more than  50,000 inhab i t an t s .  Some 6.5 m i l l i o n  people or 75 percent  of 
t h e  urban t o t a l  l i v e d  i n  t h e s e  26 cit ies.  

The r e c e n t l y  completed Urban Development Assessment concluded t h a t  Morocco 
possessed a n  a lmost  "classic" h ie ra rchy  of urban cen te r s .  While Casablanca 
had an  o f f i c i a l  1982 popula t ion of 2.1 m i l l i o n  persons a s  t h e  primate c e n t e r ,  
t h i s  amounted t o  on ly  25 percent  of t h e  t o t a l  urban populat ion.  The 26 most 
important u tban c e n t e r s  were arrayed a s  follows: 

Number of c i t i e s  
1 
1 
5 
6 

1 3  

Popula t ion s i n e  
1 - 3 m i l l i o n  

500,000 - 1 m i l l i o n  
200,000 - 500,000 
100,000 - 200,000 

50,000 - 100,000 

Even though t h e  preponderant p a t t e r n  of urban development i s  t o  be found a long 
the  coas t s ,  major urban c e n t e r s  a r e  l o c a t e d  throughout those  p a r t s  of t h e  
country where s e t t l e m e n t ,  both urban and r u r a l ,  i s  most extens ive .  

Consequently, Morocco has  a number of important  urban c e n t e r s  which a r e  
experiencing r a p i d  urban growth, among them Tetouan. These c i t i e s  a r e  a l s o  
t h e  t a r g e t s  of GOM e f f o r t s  t o  d e c e n t r a l i z e ,  both  geographical ly  and 
a d m i n i s t r a t i v e l y ,  and provide oppor tun i t i e s  f o r  urban investment by both 
public and p r i v a t e  s e c t o r s .  Their growth i s  key t o  t:.;urocco's o v e r a l l  economic 
growth, as emphasized i n  t h e  UDA, 

d ,  ~ o ~ u l a t i o n  erowth i n  Tetouan 

Tetown grew from 81,080 5nhabl tants  i n  1952 t o  101,000 i n  1960, t o  139,105 i n  
1971 and t o  198,655 according t o  t h e  census i n  1982. The inbercensal  
populst ion growth between 1971 and 1982 was 59,550, This amounted t o  a 42-5X 
inc rease  o r  a corresponding annual i n c r e a s e  s f  3.28 percent .  Tetouan's 
populat ion has  t h e r e f o r e  more than doubled s i n c e  Independence i n  1856. 
~ ro j sc : f sns  f o r  t h e  c i t y ' s  f u t u r e  growth i n d i c a t e  t h a t  a high r a t e  of growth 
w i l l  continue and t h a t  t h e  populat ion w i l l  once a g a i n  double before  t h e  end of 
t h e  century. 

In rerms of s p a t i a l  development, t h i s  r a p i d  u rban iza t ion  has continued t h e  
d e n s i f i c a t i o n  of  popula t ion i n  the  o l d  Spanish c i t y  and medina, while 
provoking t h e  p r o l i f e r a t i o n  of c landes t ine  housing a r e a s  around t h e i r  
periphery. (See Sec t ion  2.a below) 



Rapid u rban iza t ion  has  exacted a  cons ide rab le  tel! i n  t e w s  of wear and t e a r  
on t h e  e x i s t i n g  urban physica l  environment and t h e  overPoadd% of u t i l i t y  
s e w i c e s .  Thei r  eventual  improvement and/or  exeenef ora have beca ye more 
complicated. Moreover, t radi t iona:  medinas c o n t i r u e  t o  s u f f e r  s e v e r e  
overcrowding and excess ive  over loading of  t h e i r  a l r e a d y  inadequate 
i n f r a s t r u c t u r e  systems. 

The scope and s c a l e  of t h e  problem has  s t r a i n e d  t h e  a d m i n i s t r a t i v e  and 
f i n a n c i a l  c a p a c i t i e s  of t h e  m u n i c i p a l i t i e s ,  mile needs f o r  i n f r a s t r u c t u r e  
maintenance, r e p a i r ,  replacement, and ex tens ion  have grown, m . m i c i p a l i t i e s  
have no t  had t h e  resources t o  d e a l  wi th  those  needs. Consequently, 
cons ide rab le  o p p o r t u n i t i e s  exist t o  b u i l d  up management c a p a b i l i t i e s  a t  t h e  
municipal  l e v e l ,  p a r t i c u l a r l y  i n  t h e  con tex t  of c a p i t a l  investment i n  
j n f r a s t r u c t u r e  improvements. 

2. Recent housing t rends:  Mororco and Tetouan 

emergence of c l a n d e s t i n e  housing a r e a s  

Since  t h e  l a t e  1970's however, t h e  most ev iden t  physica l  s i g n  of r a p i d  
u rban iza t ion  has  been t h e  p r o l i f e r a t i o n  of  c l a n d e s t i n e  housing a r e a s  on the 
edges of Morocco's major c i t i e s .  A s  nored previously,  c l a n d e s t i n e  housing i s  
t h e  unplanned and unregulated c o n s t r u c t i o n  of urban dwellings. Of ten  no 
bu i ld ing  permits  o r  au thor iza t ions ,  t i t l es ,  e t c .  a r e  obtained,  The s t r u c t u r e s  
themselves are permanent, not  temporary, and a r e  o f t e n  q u i t e  s u b s t a n t i a l ,  
cons t ruc ted  of s tandard bui ld ing m a t e r i a l s  and s o r c e t i ~ e s  having more than  one 
s t o r y .  Often they a r e  b u i l t  by o r  under t h e  s u p e w i s i o n  o f ,  owners 
themselves. The most c o n s i s t e n t  c h a r a c t e r i s t i c  of c l andes t ine  s e t t l e m e n t s ,  
however, is t h e  l a c k  of u t i l i t i e s ,  s e r v i c e s ,  i n f r a s t r u c t u r e ,  and commu2ity 
f a c i l i t i e s .  

The c landes t ine  phenomenon is  the d i r e c t  r e s u l t  of t h e  i n a b i l i t y  of both 
p u b l i c  and p r i v a t e  s e c t o r  t o  d e l i v e r  e i t h e r  housing o r  se rv iced  l and  f o r  
housing development, forc ing households t o  f i n d  t h e i r  own s o l u t i o n s  a ided by 
land specu la t ion  and an  informal housing indus t ry ,  The households are o f t e n  
former b i d o n v i l l e  ( s lum a rea )  r e s i d e n t s  who have aanaged t o  put a s i d e  enough 
funds t o  cons t ruc t  nore  s u b s t a n t i a l  res idences ,  I n  genera l ,  t h e i r  incomes 
tend t o  be lower than t h e  urban average,  but  t h e r e  i s  considerable  v a r i a t i o n ,  
according t o  t h e  World Bank. I n  s p i t e  of l i m i t e d  income a ~ d  resources ,  they 
tend t o  be households who place  a h igh  p r i o r i t y  on housing and a r e  w i l l i n g  t o  
i n v e s t  i n  i t  what resources they have. Clandest ine housing a r e a s  a r e  thus  a 
very c l e a r  express ion of t h e  d e s i r e  by more eesnomicalfy mobile low and middle 
income f a m i l i e s  t o  become homeowners. I n  genera l ,  land used f o r  c l a n d e s t i n e  
housing is p r i v a t e l y  owned and s o l d  a t  t o p  p r i c e s  t o  eventual  i n h a b i t a n t s  
Through t h e  no ta ry  system *. 

- * Simi la r  t o  many o the r  Islamic countries, Morocco's land t enure  s i t u a t i o n  i s  
char&cte r i zed  by a dual  system: a modern though only p a r t i a l l y  app l i ed  
c e n t r a l  c a d a s t r e  and a  t r a d i t i o n a l  t i t l i n g  system i n  which land t i t l e  i s  
conferred  through a simple land t r a n s a c t i o n  document underwri t ten  by two 
t r a d i t i o n a l  n o t a r i e s  publ ic  c a l l e d  "adouls*'. 



By 1982, approxfNetely l m i l l i o n  people  o r  about 1 2  pe rcen t  of t h e  urban 
populat ion l i v e d  i n  c l a n d e s t i n e  housing a r e a s .  Almost th ree -quar te r s  of t h e s e  
I n h a b i t a n t s  (700,000 people) ,  w e r e  d i s t r i b u t e d  among t h e  12 l a r g e s t  urban 
cen te r s .  Of t h i s  c l a n d e s t i n e  housing popula t ion,  71 percent  l i v e d  on l and  
loca ted  i n s i d e  
admin i s t ra t ive  

t h e  urban pe r imete r  whi le-  29 l i v e d  o u t s i d e  t h e s e  
boundaries. 

the need for financing i n  providing s e r v i c e s  t o  c l a n d e s t i n e  
housing areas 

As c l m d e s t i n e  h o u s i a  a r e a s  con t inue  t o  grow, the pap between t h e  capital  
investment required  t o  upgrade ( s e r v l c c )  t h e s e  s e t t l e m e n t s  and t h e  pub l ic  
resources  a l l o c a t e d  t o  i n f r a s t r u c t u r e  development w i l l  i nc rease .  Based on a n  
est imated land development c o s t  of 950,000 dirhams p e r  h e c t a r e ,  and a l lowing 
f o r  t h e  f a c t  t h a t  some cirwrmunities a r e  a l r e a d y  suppl ied  wi th  f n f r w t r u c t u r e ,  a  
World Bank study i n d i c a t e d  t h a t  the t o t a l  c o s t  j u s i  t o  upgrade e x i s t i n g  - 
se t t l ements  could be a s  h igh  a s  1.7 b i l l i o n  dirhams a t  1983 p r ices .  With 
s i g n i f i c a n t l y  reduced s t andards ,  i t  may be p o s s i b l e  t o  lower th-.s f i g u r e  t o  
1.2 b i l l i o n  dirhams. Nevertheless,  bo th  e s t i m a t e s  are q u i t e  s u b s t a n t i a l  when 
compared wi th  t h e  t o t a l  annual  c e n t r a l  government investment i n  municipal  
i n f r a s t r u c t u r e  and services. This amount was found by t h e  World Bank t o  
avexage only about 380 m i l l i o n  dirhams annual ly ,  of which an even smal le r  
amount goes into the improvtment of  c l a n d e s t i n e  housing areas .  

Meanwhile, t h e  c o s t  of i n s t a l l i n g  i n f r a s t r u c t u r e  a c c e l e r a t e s  
considerably a s  c l a n d e s t i n e  s e t t l e m e n t s  a r e  bccouing more densely  populated,  

t h e  housing s i t u a t i o n  i n  Tetouan 

According 60 surveys done dur ing t h e  f o w u l a t f o n . o f  the Teesuan Master P lan  i n  
1981, almost 931 percent  of t h e  housing u n i t s  i n  t h e  c i t y  were b u i l t  i n  l o c a l  
m a t e r i a l s  of b r i ck  and/or s tone .  While 28 percent  of o l d e r  t r a d i t i o n a l  houses 
i n  the medina had been b u d l t  of rammed e a r t h ,  t h i s  type  of c o n s t r ~ c t f s n  h a s  
ceased t o  e x i s t  i n  any new housing s i n c e  1971. The same surveys showed t h a t  
almost 75  percent  of b i d o n v i l l e  housing was a l s o  buPl t  o u t  of s o l i d  m a t e r i a l s ,  
wi th  only 1 6  percent ,  o r  a  t o t a l  of 73  housing u n i t s ,  b u i l t  ou t  of scavenged 
o r  temporary m a t e r i a l s .  

The better-than-average q u a l i t y  of housing conseruct ion i n  Tetouan can  be 
d i r e c t l y  a t t r i b u t e d  t~ Be a v a i l i b i l f t y  of good l o c a l  bu i ld ing  m s t e r i a l s  and 
s k i l l s .  There a r e ,  f o r  example, 17  briclk-making f a c t o r i e s  and s e v e r a l  
q u a r r i e s  around t h e  c i t y .  For Phis  r eason  Tetouan's housing problems are mote 
s e l a t s d  t o  t h e  a c c e s s i b i l i t y  of land and i n f r a s t r u c t u r e  than  t o  any d r a s t f s  
need t o  improve o r  change t h e  q u a l i t y  of housing cons t ruc t ion ,  - 

The l a r g e  number of c l a n d e s t i n e  houslng u n i t s  which have been b u i l t  i n  t h e  
l a s t  few years ,  c l e a r l y  shows t h a t  housing demand h a s  been s i g n i f i c a n t l y  
g r e a t e r  than the c a p a c i t y  of t h e  c i t y  t o  provide l e g a l ,  planned and serviced 

. 
land on which t o  bu i ld .  



Already dn 1981 for example, 38.2 percent of Tetouan families lived in 
clandestine or unregulated housing build without permits or connectfons to the 
city's infrastructure systems, cmpared to 24.7 percent who were living in 
regulated and serviced low income eubdivisions. 

The Hastes plan of Tetouan further determined that a relatively good idea of 
the growth ei clandestine housing could be obtained by comparing the number of 
building constr\~ctfon permits with the actual number of occupancy permits 
issued aver the same period of time. These two permits, one prior to 
construction and the other after, are the princfpa1 legal tools that the 
Municipality uses to control housing construct%on and related urban growth. 
Bullders way obtain pewits for clandestine housing construction, but rarely 
do the same for the occupancy permit since the building ultimately constructed 
is less likely than non-clandestine consrruction to conform to the original 
plan. 

In order to obtain the building permit (which also serves as formal 
authorization to connect to the existing sewer system), the housebuilder must 
suhit a written request to the Municipality accompanied by proof of title to 
the land, plot authorization, copies of budldhng plans, evidence of payment of 
taxes and other required supporting docurnentation. 

As noted above, two separate land registration systems exist in Tetouan: the 
"khalifian" or notarized system used during the Spanish protectorate and the 
French-introduced cadastral system. Because of the complexity of this 
situation and the slowness of the cadastral system (leading people to turn to 
the traditional system) the Municipality has been flexible in recognizing 
ownership based on either system. 

In order to qualify for a plot authorization, any plot purchased after 1961 is 
supposed to be past of an approved and serviced subdivision conforming t o  
standards outlined in the dahir of 1953. Nevertheless, there are several 
exceptions to this procedure in the case of clandestine housing in Tetouan. 
First of all, deeds drawn up by local notaries identify plots in clandestine 
housing areas as "agrieulturaf Panda, even though they are of ten located in 
the center of the city, This stroke of a pen elfminates all requirements that 
the subdivisfon eonform to the zone development plan and that infrastru- ~ t u r e  
already be in place. The lack of street names and house numbers in 
clandestine areas adds to the confusion in trying to identify actual plots. 

Once building construction is completed, official procedures call for an 
inspection of the house by a commission from the Municipality to verify that 
actual building construction followed the original plan and permit, Once this 
verification has been made, an occupancy permit is issued which allows the 
houseowner to connect tea the water ana electricity networks. 

For clandestine areas such as Dersa however, the Municipality has been issuing 
individual authorizations to connect to water and electrical networks based 
solely on the presentation of a simple sketch plan of the house. Because of 
this, the Regie utility company has in fact made a large number of water and 
electricity connections in Dersa and Samsa during the last year. The 
trade-off with the residents has been that they join together to put in 
tertiary infrastructure, such as small sewer gi?es, walks and stairs at their 



own expense, The s i t u a t i o n  i n  Dersa, however, 3 s  t h a t  t h e r e  i s  no primary o r  
secondary sewer system t o  which t o  connect t h e  t e r t i a r y ,  r e s u l t i n g  i n  s e v e r e  
waste d i s p o s a l  problems, 

d. new housing u n i t s  b u i l t  between 1371 and 1981 

The Tetouan Master Plan est imated t h a t  t h e  number of housing u n i t s  i n  the c i t y  
increased by 10,600 dur ing t h e  18 year per iod between 1971 and 1981. Of 
t h e s e ,  a n  estimated 8,458 units or about $0 percent sf  the total consisted of 
new e o n s t r u e t i o n  whi le   he rest included add-on u n i t s  t~ existing bui ld ings .  
Only about h a l f  of these  new u n i t s  were au thor ized  v i a  bu i ld ing  p e w i t s ,  

During t h i s  same per iod,  pub l i c  s e c t o r  i n s t i t u t i o n s  inc lud ing  t h e  Piinesrry of 
Housing and ERaC provided 1,829 new housing u n i t s  o r  about 20 percent  of t h e  
t o t a l .  This compares wi th  about 30 percent  provided by t h e  formal p r i v a t e  
sector. About 58 percent  of new housing growth h a s  been accomglfshed by 
c l a n d e s t i n e  housing. 

3. Cons t r s tn t s  t o  the provision of s h e l t e r  

The pub l ic  and p r i v a t e  housing s e c t o r s  f a c e  important  c o n s t r a i n t s  on t h e  
d e l i v e r y  of adequate and a f fo rdab le  housing t o  low-income famf l i es .  

a. p u b l i c  s e c t o r  

Cons t ra in t s  on t h e  pub l ic  s e c t o r  include: 

- The s e n s i t i v i t y  of government sponsored housing programs t o  genera l  
economic cond i t ions  and t h e i r  secondary p lace  w i t h i n  n a t i o n a l  
development i s s u e s  and p r i o r i t i e s .  In  times of a u s t e r i t y ,  any 
reduc t ion  i n  government investment has  an immediate nega t ive  impact on 
t h e  production of low-cost s h e l t e r ;  

- The chronic  underfunding of housing programs due t o  high housing 
subsidy l e v e l s  and genera l  l ack  of any c l e a r  mandate o r  procedures f o r  
c o s t  recovery. L i t t l e  r e l a t i o n s h i p  has  developed between housing 
programs of p o t e n t i a l  f i n a n c i a l  v i a b i l i t y  and corresponding budgetary 
a l l o c a t i o n s ;  

- Tho lengthy and complex procedures required  i n  government l and  
a c q u i s i t i o n  and i t s  t r a n s f e r  between government agencies;  

- The high c ~ s t  of housing cons t ruc t ion  due i n  p a r t  t o  h igher  s t andards  
for"public1y produced housing, but p r imar i ly  t o  i n f l a t e d  p r i c e s  
r e s u l t i n g  from poor p r o j e c t  execution and delays i n  payment t o  
cons t ruc to r s .  

b. p r i v a t e  s e c t o r  

The p r i v a t e  s e c t o r  a l s o  faces  very important c o n s t r a i n t s  i n  providing 
s h e l t e r .  These include:  

- The negat ive  r e s u l t s  of land specula t ion inc lbd ing  high land p r i c e s ,  
l a r g e  s i z e d  t r a c t s  and l lmi ted  opt ions  f o r  p r i v a t e  s e c t o r  development 



by low and middle income fami l i e s .  Since only developed " ru ra l "  land 
can o f f i c i a l l y  be subdivided and included in t h e  c a d a s t r a l  survey,  
l a r g e  s p e c u l a t i v e  landowners simply d i v i d e  t h e i r  " ru ra l "  l and  i n t o  
s e v e r a l  t r a c t s  which they s e l l  under notary  a c t  t o  s m a l l e r  Zandswners. 
The new owners i n  t u r n  subdivide these  t r a c t s  i n t o  p l o t s  which are 
aga in  s o l d  under notary  a c t  t o  owner/builders. These i n d i v i d u a l s  b u i l d  
t h e i r  own house on t h e  ground f l o o r  and then c o n t r a c t  o u t  and manage 
t h e  c ~ n e t r u c t i o n  of pre-sold apartment u n i t s  on the upper floors. 
!Given h i g h  r e s i d e n t i a l  land p r i c e s  and l a r g e  land tracts,  t h i s  
c l andes t ine  approach i s  t h e  only one which b r ings  t h e  s i z e  end c o s t s  of 
housing i n t o  a range a f fo rdab le  t o  lower income f a m i l i e s ;  

- The d i f f i c u l t y  of coordinat ing p r i v a t e  land development v i t h  t h e  
expansion of i n f r a s t r u c t u r e  networks. Considerable planning and 
f i n a n c i a l  d i f f i c u l t i e s  a r e  faced by l o c a l  governments and u t i l i t y  
companies i n  extending primary and secondary i n f r a s t r u c t u r e  t o  
p o t e n t i a l  a r e a s  of low income housing i n  a t imely  fashion.  Rapid 
growth of these  a r e a s  means t h a t  smal l  s c a l e  subd iv i s ions  cannot e a s i l y  
be se rv iced ;  

'Ehe i n a b i l i t y  of e x i s t f n g  admin i s t ra t ive  procedures t o  keep pace wi th  
rap id  urban growth. Approvals f o r  t i t l i n g  and subdividing l and ,  a s  
we l l  a s  f o r  bu i ld ing  cons t ruc t ion  and house occupancy each rake s e v e r a l  
months. Because of these  long de lays  t h e  procedures a r e  fgnored o r  
circumvented by t h e  population; Absence of l i c e n s e d  and/or experienced 
small s c a l e  l and  developers o r  even specu la t ive  homebuilders who could 
develop smal l  s c a l e  p ro jec t s ;  

Lack of s u f f i c i e n t  c r e d i t  a v a i l a b i l i t y  f o r  e i t h e r  developers o r  
i n d i v i d u a l  b u i l d e r s  of low income housing. 



111. PROJECT DESCRIPTION 

A.  Sec to r  Goal and P r o j e c t  Purpose 

The s e c t o r  g o a l  of t h i s  p r o j e c t  i s  t o  improve t h e  s h e l t e r  c o n d i t i o n s  of low 
income households i n  urban a r e a s  of Morocco. Progress  toward t h i s  goa l  w i l l  
be made by ach iev ing  t h e  p r o j e c t ' s  purposes which a r e :  a )  t o  upgrade a  
c l a n d e s t i n e  s e t t l e m e n t  and prevent  i t s  spread ,  i n  a  major  Moroccan secondary 
city, and b )  t o  develop a model of a  comprehensive approach t o  urban 
development and s h e l t e r  f i n a n c e  f o r  low-income f a n i l i e s .  Such a demonst ra t ion  
w i l l :  

- Support GOM p o l i c i e s  which a r e  aimed a t  add res s ing  t h e  problem of the  
p r o l i f e r a t i o n  of c l a n d e s t i n e  s e t t l e m e n t s ;  

- Inc rease  t h e  a v a i l a b i l i t y  of a f fosdab le  s h e l t e r  s o l u t i o n s  f o r  low 
income f a n i l i e s ;  

- Support i n i r i a t i v e s  t o  provide c r i t i c a l  environmentaf s e r v i c e s  t o  major  
urban c e n t e r s  ; 

I 

- Create  an  i n s t i t u t i o n a l  s t r u c t u r e  capable of icp lement ing  ' s i m i l a r  
p r o j e c t s  i n  o t h e r  urban a r e a s ;  

- Support GCM e f f o r t s  t o  s t r e n g t h e n  l o c a l  governments a b i l i t y  t o  d e l i v e r  
s e r v i c e s  t o  r e s i d e n t s  on a  c o s t  e f f e c t i v e  b a s i s ;  

- Support e x i s t i n g  f i n a n c i a l  i n s t i t u t i o n s  and i n t e r m e d i a r i e s  t h a t  w i l l  
s t r e n g t h e n  p r i v a t e  c a p i t a l  market i n i t i a t i v e s  i n t h e  s h e l t e r  s e c t i o n .  

B. Deta i l ed  P r o j e c t  Desc r ip t ion  a 

1. The p r o j e c t  and i t s  components 

The p r o j e c t  i s  t h e  f i r s t  Government sponsored p r o j e c t  whose o b j e c t i v e  i s  t h e  
l a rge - sca l e  improvement of c l a n d e s r i n e  housing c o n d i t i o n s  i n  a major c i t y  
through a  comprehensive approach. The project c o n s i s t s  of f i v e  complementary 
and mutual ly r e i n f o r c i n g  components designed not  on ly  t o  improve l i v i n g  
cond i t i ons  i n  a very ex tens ive  c l a n d e s t i n e  neighborhood a d j a c e n t  t o  the c i t y ' s  
c e n t e r ,  bu t  a l s o  t o  provide se rv i ced  land  t o  i n d i v i d u a l  housebui fders  and 
p r i v a t e  deve lopers  w i t h i n  a  planned devefopnent i n  a n  immediately ad j acen t  
a r e a .  The p r o j e c t  a l s o  f i n a n c e s  a t  l e a s t  t h e  f i r s t  phases of t h e  c o n s t r u c t i o n  
of a n  o v e r a l l  s a n i t a t i o n  system which will e-zrb,_'r c-.- -'- -'* - t o  r e s o l v e  
ex tens ive  wastewater  and dra inage  problems. Key t o  t h e  p r i v a t e  developinent 
a s p e c t  of t h e  p r o j e c t  i s  the  f inanc ing  t o  be provided by t h e  CDG through its 
s u b s i d i a r y ,  t h e  FEC. h i s  r o l e  of t h e  FEC, recommended by t h e  World Bank i n  
i t s  F inanc ia l  S e c t o r  Report,  w i l l  extend i t s  urban investment  a c t i v i t y  and 
i n c r e a s e  i t s  involvement i n  t h e  s e c t o r  beyond the  implementation of t h i s  
p a r t i c u l a r  p r o j e c t .  

The comprehensive urban development approach w i l l  be a t tempted  f o r  t he  first 
t ine  i n  the Dersa/Samsa neighborhood of Tetouan i n  Northern Morocco. The 
Bersa neighborhood i s  the  t a r g e t  of t h e  upgrading componect, and t h e  Sansa 
neighborhood i s  d iv ided  i n t o  Samsa I and Samsa 11: Samsa I i s  inc lcded  i n  t h e  
Dersa upgrading component and a l s o  c o n t a i n s  t h e  ZAG component and Samsa II 
c o n t a i n s  t h e  s i t es  and s e r v i c e s  component. 

The proposed project c o n s i s t s  of f i v e  major components p l u s  t e c h n i c a l  
a s s i s t a n c e  which a re  desc r ibed  i n  t h e  f o l l o w i n g  s e c t i o n s .  



a. institutional component 

The institutional component of the project is designed to develop and improve 
an administrative structure capable of addresslng the iseues and administerlag 
to urban development and shelter finance for low-income households. 

The institutions at the national level who are most prepared to cope with 
these issues and problems and who can ensure replicability, are the FEC and 
ANHI, the one a banking institution, the other e technical organization. It 
is expected that these two institutiona, working together, will provide the 
expertise and services that are complementary to any municipal government, 
that working together the two central institutions can complement any 
municipal government according to its particular administrative strengths and 
weaknesses, and administer to urban development needs. 

In this structure, admini'strative responsibilities are clearly divided: the 
FEC is responsible for financial management, and the AMII for technical 
management. The Municipalities is responsible for cost recovery, and for 
operations and maintenance, in part through their internal structures and in 
part through the regies. The institutional structure and the agreements which 
incorporate it are described in Section 2. 

Initially, and in the case of the Tetouan applic8ation of this institutional 
approach, technical assistance will be provided to the FEC, the ANHI, and the 
Municipality of Tetouan. 

b. upgrading component 

-L - iiie site for t h i ~  component is about 70 hectares in size and includes the 
existing clandestine neighborhood at krsa and Sass I. Approximately 9500 
households inhabit the site on an estimated 7500 plots, of which about 4200 
are privately owned. As many as 3300 plots have been occupied on land owned 
by the municipality, 

The project site will be upgraded to supply all dwellings with water, 
electricity and sewerage. Priniary rights-of-way will be cleared and all 
streets will be paved. Stow drainage will be provided. A system of solid 
waste eollection will be set-up and maintained. 

Infrastructure works necessary to upgrade the site include: 

- A primary road system for the entire site; 

- Completion of the water supply network, with connection to about 700 
parcels in Dersa and 800 in Samsa I; 

- Completion of the sewerage network, including primary and secondary 
network; 

- Offsite sewerage connections hooking up to the municipal collector and 
sewage treatment facility; 

- Completion of the electricial supply network including approximately 
1300 house connections; 



- O f f s i t e  r e s e r v o i r  s u f f i c i e n t  t o  supply t h e  c x l s t l n g  populat ion.  

The primary road system w i l l  d i s p l a c e  approximately 270 f a m i l i e s  who w i l l  be 
rehoused in the s i tes  and services pro jec t .  

Costs  w i l l  be recovered by: 

- User f e e s  f o r  sewer, wa te r  and e l e c t r i c i t y  connections:  

- A p r o j e c t  be t terment  assessment added t o  u t i l i t y  u s e r  charges;  

- A t i t l e  r e g i s t r y  assessment; 

- Municfpal r e a l  e s t a t e  t axes  t o  cover t h e  pro-rated c o s t s  of o f f s i t e  
i n f r a s t r u c t u r e .  

c . Zone d '  A~gnagement Concert6 (ZAC) 

This  component of t h e  p r o j e c t  inc ludes  approximately 7 0  h e c t a r e s  of p r iva te ly  
owned and p a r t i a l l y  developed land loca ted  i n  t h e  sou thern  p a r t  of Ssmsa I and 
t h e  adjoining neighborhood of Xhandaq Zarbouh. The s i t e  i s  imwnediately 
ad jacen t  t o  t h e  upgrading a r e a s  and a l ready  h a s  a n  i n c r e a s i n g  number of 
c landes t ine  houses being b u i l t  on t h e  s i t e ,  Severa l  smal l  d i spe rsed  groupings 
of  these  u n i t s  e x i s t  i n  t h e  a r e a  which w i l l  be incorpora ted  i n t o  t h e  eventual  
s i t e  plans. The ANHI w i l l  provide planning a s s i s t a n c e  t o  landowners t o  
encourage them t o  r e s p e c t  planning g u i d e l i n e s  and t o  s t o p  f u t u r e  cfandestfne 
housing on the  s i t e .  

The development of t h i s  zone w i l l  fo l low a n  e s t a b l i s h e d  French approach 
involving j o i n t  p u b l i c / p r i v a t e  planning and f inancing.  A d e t a i l e d  development 
p l a n  w i l l  be developed s p e c i f i c a l l y  f o r  t h e  s i t e  and approved by t h e  
munic ipal i ty .  Primary i n f r a s t r u c t u r e  w i l l  be i n s t a l l e d  by t h e  p r o j e c t  and the 
c o s t s  b i l l e d  d i r e c t l y  t o  landowners i n  a p ropor t iona l  manner based on t h e  s i z e  
of t h e i r  land. The s i t e  i s  zoned f o r  h igh  d e n s i t y  low income housing. 

The development c o s t s  a r e  expected t o  be recovered by lump sum o r  up-front 
payments t o  t h e  munic ipa l i ty  from proper ty  oxners. I n  a d d i t i o n  t o  o f f s i t e  
Pnf ias t ruc tu re ,  landowners w i l l  r ece ive  formal t i t l e  t o  t h e i r  land and 
t e c h n i c a l  a s s i s t a n c e  i n  t h e  p repara t ion  of necessary  p lans  and documents t o  
a l low them t o  formal ly  subdivPde t h e i r  l and  and seek f i n a n c i a l  a s s i s t ance .  
Shor t  term loans  t o  p r i v a t e  developers f o r  secondary and t e r t i a r y  
i n f r a s t r u c t u r e  and f o r  cons t ruc t ion  r e l a t e d  t o  low income housing p r o j e c t s  can  
be  obtained from CIH.  The p u b l i c  investment i n  t h e  zone w i l l  open the door t o  
p r i v a t e  investments from v a r i o u s  sources,  wi th  t h e  FEC o r  o t h e r  financllng 
mechanisms providing t h e  means. The success  of t h i s  approach w i l l  depend upon 
market c h a r a c t e r i s t i c s ,  which w f l l  be s tud ied  i n  t h e  process  of p lan  
development. 

Given chat t h e  m a j o r i t y  of p l o t s  and housing u n i t s  i n  t h e  ZAC w i l l  be 
developed f o r  low income f a m i l i e s  i n  accordance w i t h  t h e  zone development 
p lan ,  approximately 3,500 p l o t s  w i l l  be provided. This inc ludes  i n t e g r a t i n g  
t h e  approximately 1,200 e x i s t i n g  c landes t ine  housing u n i t s  which a r e  c u r r e n t l y  
bn t h e  ZAC area .  No HG f inancing i s  contemplated f o r  t h i s  a c t i v i t y .  



Although HG financbng Is not c u r r e n t l y  planned f o r  t he  ZAC component, and i n  
t h e  event of modif icat ion of t h e  s i t e s  end services  component financing 
may be reapportioned t o  t h e  ZAC component t o  the  ex ten t  t h a t  bene f i c i a r i e s ,  of 
t h i s  component are wi th in  t h e  t a r g e t  group. 

e. sites and se rv i ce s  caiaponent 

An i n t e g r a l  par t  of t h e  o v e r a l l  p ro jec t  is the  development of t h e  tone known 
a s  Samsa I f  located i m e d t a t e l y  adjacent  t o  the e landest ine  housing ares .  
Development of t h i s  a re& i s  e s s e n t i a l  Co the  success of t h e  upgrading project  
i n  t h a t  i t  will prevent f u t u r e  c landes t ine  growth of Dersa by providing 
~ f f i c i a l l y  ~anc t aoned  housing oppor tun i t i es  fo r  low income fami%ies  f o r  the  
next 5 to 8 yeare. P r o f i t s  from s a l e s  of p l o t s  w i l l  a l low cross-subsidies  t o  
be made t o  t he  upgrading component of t h e  project .  The Samsa I1 a rea  covers 
appraxfmaeely 138 hee ta rcs  of which 60 hectares  a r e  p r iva t e ly  owned and 
another  8 hec ta res  belong t o  the Ministry of Housing. The municipal i ty ,  which 
currently owns the  o the r  62 hec ta res ,  w i l l  yarchase the  a r ea  now 'under p r iva te  
ownership. por tant  t o  t h i s  component w i l l  Be t he  provis ion of $3.9 m i n  
non-HG funds by the  FEC f o r  t he  purchase of land. 

Vir tua l ly  undeveloped at present ,  t h e  a rea  w i l l  be improved with  primary, 
secondary and t e r t i a r y  i n f r a s t r u c t u r e ,  and afterwards subdivided and sold.  
Flats will be developed f o r  low-cost houses, v i l l a s ,  apartments, commercial 
a c t i v i t i e s  and publ ic  f a c i l i t i e s ,  

Preliminary p ro j ec t  design i nd i ca t e s  t h a t  approximately 4000 serviced p lo t s  
(350,008 m2 of marketable a r e a )  w i l l  be developed f o r  ind iv idua l  low incame 
housing. Another 800 p l o t s  (100,OO m2 of marketable a r ea )  f o r  smal l  
v i l l a - t ype  u n i t s  w i l l  be loca ted  a t  t h e  lower end of the  s i t e  adjacent  t o  the 
main road. A t  t he  upper end of t he  s i t e ,  a number of l a r g e r  s i zed  p lo t s  of 
approximately 400 a2 each (150,000 m2 of marketable area)  w i l l  be sold  t o  
small p r iva t@ developers f o r  t h e  construct ion of walk-up apartment un i t s .  
F ina l ly ,  approximately 50,000 m2 of marketable area  w i l l  be auctioned o f f  f o r  
commercial-type a c t i v i t i e s .  The t o t a l  marketable a rea  of t h i s  p ro jec t  
component is estimated t o  be 65Q,000 m2 o r  about ha l f  i t s  t o t a l  s i t e  area .  
The 8 hectares  of t he  s i t e  belonging t o  the Ministry of Housing w i l l  be used 
t o  rehouse fami l ies  BBsplaced by t h e  upgrading of Dersa. Amunicipal  
slsughterhause i s  al ready located on the  s i t e .  

Because of s t eep  s lopes  and t h e  presence of two major ravines ,  about 20 
hec ta res  of the  s i te  cannot be developed. This leaves about 100 hectares  t o  
be ac tua l ly  developed. Thus, i n  o rder  t o  obtain  a r e s i d e n t i a l  marketable a rea  
of 600,OOQ m2, on about 60 percent e f f ic iency ,  the  s i t e  plan w i l l  have t o  be 
very  ca re fu l ly  designed, 

The exact  breakdown of p l o t s  t o  be so ld  f o r  the  various uses  a s  described 
above w A l l  depend on market surveys, which w i l l  be an  i n t e g r a l  and important 
p a r t  of t h i s  p ro jec t  components. The s tud i e s  w i l l  not only be e s s e n t i a l  t o  
success fu l  fmplementation of t h i s  p ro jec t  but w i l l  increase  Morocco public 
s e c t o r  capab i l i t y  t o  design f i n a n c i a l l y  v iab le  investment p ro j ec t s  a s  well a s  
20 work e f f e c t i v e l y  with t h e  Morocco pr iva te  sector .  

Preliminary cos t  es t imates  done by the  BelegatSon of Tetouan and AhXI show a 
land development c o s t  per hec ta re  of $130,000, This cos t  i s  somewhat higher 
than the  general  es t imate  used by the  World Bank f o r  Morocco (which i s  $95,000 

per hec ta re ) ,  but wel l  wi th in  reason given the  d i f f i c u l t i e s  of t h e  s i t e .  The 
average cos t  of marketable land would be around $26/m2. 



The sale of land for v i l i a s ,  apartments and canmretcdel a c t i v i t i e e  at market 
p r i c e s  (see Table 6-5, Appendix 6) w i l l  al low f o r  important cross-subsidies t o  
be made t o  the  upgrading component of t he  project .  The~e cross-subsidies w i l l  
be used t o  he lp  f inance  the c o s t  of re loca t ing  fawilPes displaced f r m  the 
Dersa upgrading p ro j ec t ,  t o  subs id ize  p l o t  and i n f r a s t r u c t u r e  c o s t s  f o r  t h e  
poorest fami l ies ,  and t o  reduce t h e  contr ibutPsn of the upgrading component of 
t h e  project  t o  o f f - s i t e  i n f r a s t r u c t u r e  cos t s ,  One opt ion t o  be considered a t  
a l a t e r  da te  i s  t h e  system of d i f f e r e n t i a l  p lo t  p r ic ing  wi th in  low-income 
p l o t s  themselves would a l low a d d i t i o n a l  modest cross-subsidies i n  order t o  
reduce overa l l  c o s t s  f o r  lower income fami l ies .  

Cost recovery w i l l  occur through a s e r f e s  of lump sum 3ayments over a 2 to 3 
year period leading t o  obtaining formal t i t l e  t o  t he  p lo t .  These c o s t s  w i l l  
be recovered through t h e  t a x  coYlection o f f i c e  of t h e  municipal i ty ,  

f .  o f f - s i t e  sewerage subproject  

Currently there  i s  no sewerage treatment f a c i l i t y  Ln Tetouan. Waste water i s  
discharged i n t o  t h e  Bued M a r t P 1 ,  which has  r e su l t ed  i n  po l lu t ing  water 
resources and has  been the  cause of the  oceassfonal discharge of wastewater 
i n t o  downtown Tetouan from Dersa during periods of heavy r a i n f a l l .  

Off-si te i n f r a s t r u c t u r e  c o n s i s t s  of primary o u t f a l l  co l l ec to r s  and l i f t  
s t a t i o n s ,  and sewerage treatment p lan t .  

The project  proposes t o  fund the  construct ion of two major primary co l l ec to r s ,  
one on each s i d e  of the  r i ve r .  The major i ty  of the  Zunding w i l l  be provided 
by the  FEC from non-HG resources. The length  of t he  two c o l l e c t o r s  w i l l  vary 
according t o  the  f i n a l  l oca t i on  of the  t r ea t aen t  p lan t ,  o r  between e igh t  and 
twelve kilometers. Secondary c o l l e c t c ~ s  w i l l  be connected t o  t h e  primary 
o u t f a l l  co l l ec to r  and be equiped with an overflow s t r u c t u r e  a t  each point  
designed t o  r e l i e v e  and depressur ize  t he  primary co l l ec to r s .  The overflow 
weirs w i l l  discharge d i r e c t l y  i n t o  t h e  r i v e r  during peak flows. 

The gradient s f  t he  primary cohleetors  w i l l  be f l a t  due t o  t h e  l e v e l  t e r r a i n ,  
which decreases excavation costs,  b u t  w i l l  require the  construct ion of up t o  
t h r ee  l i f t  s t a t i o n s .  The two c o l l e c t o r s  a r e  p a r a l l e l  t o  the r i v e r .  Accurate 
topographical surveys w i l l  determine t he  l oca t ion  of the  l i f t  s t a t i o n s  which 
w i l l  be equiped with  Archimedes screws on an  inc l ined  plane. 

The has te r  Plan recommends a reg iona l  approach t o  t he  co l l ec t i on  and treatment 
of a l l  s an i t a ry  and i n d u s t r i a l  l i q u i d  waste and sewage s o  t h a t  t h e  proposed 
system would be managed both opera t iona l ly  and f i nanc i a l l y  by a c e n t r a l  
autonomous au thor i ty .  The region includes  t h e  e n t i r e  urbanized area of 
Tetouan and the  two c o a s t a l  beach r e s o r t  towns, blartil and Fnideq. The t o t s 1  
population which w i l l  be served by t h i s  f a c f l i t y  v a r i e s  with the seasons. The 
e s t b a t e  summer peak population for t h e  sewerage region i s  estimated a t  
500,000 by t he  year  2000, 

Several  d i f fe rene  approaches and methods of treatment have been s tudied during 
t h e  course of t he  Master Plan inves t iga t ions ,  These 1aelude one o r  more of 
t h e  following range of processes: oxydation lagoons, ae ra ted  lagoons, aerobic  
ponds i n  s e r i e s  with e f f l u e n t  i n t o  a d i t c h  o r  d i r e c t l y  i n  t he  r i v e r ,  a c t i v i t e d  
sludge, e t c .  



Since  the year 1976 t h e r e  have been three s e p a r a t e  l o c a t f o n s  ( see  map) f o r  t h e  
plant proposed or investigated and r e p o r t e d  on, Sites A and B have been 
descr ibed i n  t h e  Master Plan <S.A.E.II, 1977) and the  1984 Master Bias proposed 
by Dar AL-Handasah. S f t e  C ie t h e  r e s u l t  of additrPona1 coas3deratbons, 
p r imar i ly  t h e  f a c t  t h a t  t h e  t r e a t e d  e f f l u e n t  w i l l  be discharged i n  a n  
abandoned i r r i g a t i o n  c a n a l  which l e a d s  i n t o  the Sea a t  a point  approximately 5 
k i lomete r s  south  of Martil i n  l i e u  of discharging i n t o  t h e  Oued Martil. 

Each of the s i t e s  has  c e r t a i n  advantages and disadvantages;  i.e., d iscsnce ,  
proximity t o  b u i l t  up a r e a s ,  Blood p l a i n  l o c a t i o n ,  p reva i l ing  winds, e t e .  

~ FsPlowing i s  a b r i e f  d e s ~ r i p t ~ v e  o2 the t h r e e  s i tes  under considera t ion,  

Site A, This s i t e  was proposed by t h e  S . B . E . M .  1977 Master Plan. It is 
s i t u a t e d  betwem Martil and Tetouan, imznediately e a s t  of t h e  e x i s t i n g  
i n d u s t r i a l  zone. The proposed t r ea tment  c o n s i s t s  of sand and g r i t  
removal, oxydation lagoon wi th  even tua l  a e r a t i o n  and discharge  i n t o  w 
drainage d i t c h ,  then i n t o  t h e  h e d  Hartli es tuary .  

S f t e  B. has  been suggested by t h e  1984 Planners  and vould be d i r e c t l y  
ad jacen t  t o  t h e  f u t u r e  proposed by-pass road and the  new bridge 
a c r o s s  t h e  Bued W r t i l  due s o u t h  of s d r p o r t  complex. The treatment 
would c o n s i s t  of a complete primary and secondary treatment with 
op t ions  for t e r t f a r g  t rea tment  i n  4 phases over a 15 t o  2Q year 
period. 

S i t e  C, This s i t e  i s  the most d i s t a n t  from e i t h e r  Tetouan o r  Mart i l .  
S i t u a t e d  along r u r a l  road S607 about  half  way between Tetouan and t he  
sea. The i n i t i a l  approach i s  t o  i n s t a l l  n sc reen  and g r i t  removal 
basfns ,  p a r s h a l l  measuring f lumes,  oxydatfon lagoons i n  s e r i e s  (using 
abandoned c l a y  p f t s )  and f i n a l  d i scharge  i n t e  an 
e x i s t i n g  irrigation d i t c h  l e a d i n g  t o  a point  about five kilometers 
south of the Ci ty  of Edarril. 

A31 three of the above loca t ions  w i l l  have t o  be b u i l t  on p a r r i a l  f i l l  i n  
o rder  t o  b r ing  s t r u c t u r e s  and f a c i l i t i e s  above a PO0 year f lood s t a g e  and t o  
have access  roads s u f f i c i e n t l y  above s e a s o n a l  f l a s k  f lood condi t ions .  

f. t e c h n i c a l  a s s f s t a n c e  component 

Technical a s s%stanee  w i l l  be needed over  a t h r e c  yea r  period. The Technical 
Assistance Analysis is found In the Annex N of this paper. Final  design of 
t h e  t e c h n i c a l  assistance? t o  be provided w i l l  be developed during more d e t a i l e d  
c o l l a b o r a t i o n  wi th  t h e  Moroccan implementing agencies. The gran t  could 
include a mix of s h o r t  tern and Bong term p r o j e c t  advisors ,  workshops and 
t r a i n i n g  e x e r c i s e s  whPch focus en s p e c i f i c  i s s u e s ,  and o t h e r  t r a f n i n g  
a c t i v i t i e s  t o  be fdenkif ied .  Local government t r a i n i n g  programs c u r r e n t l y  
being implemented by PRE/H i n  o t h e r  programs w i l l  be reviewed f o r  their 
appropriateness t o  t h i s  p ro jec t .  





AMHI will manage and supervise all technical and construction ~ervfces for the 
Municipality of Tetouan as "maftre d'ouvrage d616gu€*. At the national level, 
the ANHI wBll be responsible for presenting the FEC with all documentation 
supporting the disbursement of funds. In addition AHNI will interface with 
the Ministry of Housing on policy guidelines for upgrading and provide 
feedback concerning their application to the Tetouan project. At the local 
level, AHNI will be responsible for establishing and maintaining an on-site 
office in charge of the actual execution of the project. This office will also 
assist and advise the Municipality on technical and cost recovery matters 
related to the project. 

The RDE of Tetouan may be responsible for the technical studies related to 
sewerage and water systems and electricity supply networks, monitoring their 
installation and maintaining them once they are in place. By written 
agreement with the Municipality the RDE will be responsible for the recovery 
of monthly payments for the upgrading component. 

The institutional model is comprised of; a banker (FEC), a developer (ANHI), 
and a "client" (MUN). These three entities are to be incorporated into the 
institutional model through the agreements described and listed below. 

Figure 111- shows interagency and beneffciary agreements that will be 
established for the project: 

The agreements and system of guarantees between USAID, MOF, the US 
lender, Bank of Morocco and the FEC are all standard to the HG program 
and GOM procedures; 

FEC - MUN 
The FEC will sign a loan agreement with the Municipality and 
disbursements will be made either to AN%IIVs prcject account or to a 
special treasury account created for 
the Municipality through the Ministry of Finance; 

MUN - ANHI 
The Municipal2.t~ of Tetouan (MUN) will contract with ANHI making it 
responsible for the execution of the groject as "maitre d'ouvrage 
delegue"; (owner's delegated representative). 

&I and Construction Contracts 
AHNI and z@e Municipality will sign construction contracts and ANHI 
will either authorize or make payments to contractors; as will be 
determined in the design of implementation arrangements 

MUN - Beneficiaires 
Beneficiaries will receive formal land titles and in the Upgrading 
Component, they will also be issued Occupancy Permits formally 
authorizing their housing situation. They will also sign cost recovery 
contracts which clearly define the services being provided and their 
obligations in making advance and monthly payments. Additional costs 
will be recovered through taxes. 

The Implementation Agreement will require that all protocols and agreements 

between key agencies and entities will be included as conditions precedent to 
the first disbursement. 
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Table 111-1 provides a breakdown of project  a c t i v i t i e s  and t h e  agencdes with 
primary and secondary r e s p o n s i b i l i t i e s  f o r  t h e i r  execution,  ANHI, a s  
,ma$tre-de l 'ouvrage dil(5gu6, w i l l  have the major respsnsibdXitp f o r  project  
preparat ion and cxeeutlon.  R o j e c t  cos t  recovery and ope ra t i on  and 
maintenance w i l l  be the r e s p o n s i b i l i t y  of the  Plunicipality and t h e  RDE. The 
i d e n t i f i e d  secondary agencies  w i l l  col laborate  i n  t h e  accomplishment of these  
tasks .  

The FEC w i l l  a c t  a s  t h e  f i n a n c i a l  in termej ia i ry  i n  t h e  p r o j e c t  and ensure 
e f f i c f e n t  use of l o a n  proceeds and reflows. 

3. Project inputs  

Inputs t o  the  project t o t a l  $48.1 mill ion.  As shorn i n  Table 111-2, the 
Tetouan municipal government i s  contr ibut ing land t o  the  p ro j ec t ,  f o r  both the  
upgrading and s i t e s  and s e r v i c e s  components. Its input is included es par t  o f  
t he  benef ic ia r iess  i npu t  i n  t h e  table .  The USAID gran t  w i l l  provide technical  
a s s i s t ance  t o  t he  municipal i ty ,  a s  described i n  Sect ion III,B,l.e. above. BG 
funds a r e  the single l a r g e s t  input ,  but FEC funJs provided from o the r  non-HG 
f i n a n c i a l  resources  a r e  a n  important investment i n  t h e  planned development. 
Apart from the  components described above, the  pro jec t  w i l l  a l s o  purchase 
equipment needed f o r  t h e  i n f r a s t r u c t u r e  improvements, such as a t rucks  f o r  
waste co l lec t ion .  Not shown on the  table i s  technica l  a s s i s t ance  i n  the f o r m  
of engineering s t u d i e s  f o r  which the  "Ministry of Housing has  budgeted funds 
Prom the  ongoing HG-002 loan.  

Pro jee r  outputs  

Project  outputs f a l l  i n t o  two major c a t e g o r h s  ( a )  t he  quan t i f i ab l e  outputs of 
the project  components and (b) the  design and t e s t i n g  of a n  i n s t i t u t i o n a l  
model f o r  addressing Morocco's ove ra l l  c landest ine  housing problem. 

Outputs f o r  the  former a r e  more read i ly  quant i f iable :  

upgrading: - Completion of primary and secondary i n f r a s t ruc tu re ;  

- Regis t ry  of approximately 7500 property t i t l e s ;  

- Sale  of approximately 3300 houselots;  

- Rehousing of approximately 270 displaced households. 

ZAC: - Provis ion of primary i n f r a s t ruc tu re  t o  70 hec ta res  of 
privately-wned land t o  be developed and so ld  t o  individual 
purchasers,  



S i t e s  and servkees: - Campletion of primary, secondary a n i  t e r t i a r y  
i n f r a s t r u c t u r e  on a 130 hec ta re  s f t e ;  

- Delivery of 4000 low income housing plots ;  

- Sale  of 10 ha of middle income v i l l a  sites; 

- Sale  of 15 ha of apartment bui lding sites; 

- Sale  of 1.5 ha of commercial bu i ld ing  sites; 

- Delivery of 3.5 ha f o r  publ ic  services; 

Offs i t e  sewerage: - Provis ion of sewerage f o r  c i t y  of Tetouan, 
including main co l l ec to r ,  connections t o  
e x i s t i n g  o u t f a l l s  and a sewerage treatment 
f a c i l i t y  - 

Technical ass is tance:  - Provis ion of long term technica l  and shoat  
term t e chn ica l  ass i s tance  and t r a i n i n g  t o  t h e  
munic ipa l i ty  of Tetouan ANMI and t h e  FEC; 

P r iva t e  s ec to r  
investment - Financimg f o r  p r iva te  development of land Pn 

t h e  s i t e s  and se rv ices  and p r iva t e ly  owned 2AC 
components 

Municipal management - Strengthened c a p a b i l i t i e s  i n  p ro jec t  
management, municipal f inance and revenue 
c o l l e c t i o n  administrat ion.  

Outputs ~f t he  i n s t i t u t i o n a l  component of t he  project  may be more 
d i f f i c u l t  t o  i den t i fy  and quant i fy  but a r e  po t en t i a l l y  t he  most 
i n t e r e s t i n g  and excf t ing  p a r t s  of t he  project .  The implementation of the  
pro jec t  w i l l  bring together  a l l  t he  key ac to r s  i n  the  publfc and pr iva te  
s ec to r s  f o r  t he  purpose of providing l e g a l  housing. 

Although the  pro jec t  i t s e l f  i s  designed t o  strengthen the  capabilities of 
t he  publ ic  i n s t i t u t i o n s  t o  perform t h e i r  p a r t s  of the  job, t h e  
r e l a t i onsh ips  created and strengthened by v i r t u e  of t h e i r  having t o  work 
together  on t he  Tetouan s i t u a t i o n  i t s e l f  may be the  most important pa r t  
of the  project .  It can be a model which other  municipalf t fes  can adopt, 
Pn conjunction with c e n t r a l  government agencies and p r iva t e  s e c t o r  
i nves to r s  t a  undertake s imi l a r  housing pro jec t s  and, more important,  t o  
regain cont ro l  over t h e i r  OM development. If successful ly  replicated, 
t h i s  model could be a n  important t o o l  i n  provision of housing f o r  low and 
moderate income households, even under condit ions of l imi ted  publ ic  
s ec to r  resources,  s ince  i t  addresses t he  adminis t ra t ive  and i n s t i t u t i o n a l  
b a r r i e r s  t o  publ ic  s ec to r  de l ivery  of land f o r  p r iva te  development. 

Another important output w i l l  be t he  strengthening of t he  r o l e  of the  FEC 
a s  f i nanc i a l  intermediary, replacing budgetary financing of urban 
development projects .  



RESPONSIBILITIES FOR PROJECT PDPLMEhTATlON --- 

Rimary 4 e n c y  Secondary Agencies 

Project  Finance 
Negotiate BG Loans 
Negotiate FEC Loans 
Cost Recovery 
Contract Xanagement 

Project  Preparat ion 
Land use planning 
Land tenure  s i t u a t i o n  
Socioeconomic ana lys i s  
F e a s i b i l i t y  s tud i e s  
Preliminary plans  
Preliminary engineering 
Final  p r o j e c t  and bids  

Project  Execution 
Regis t ra t ion  and t i t l e s  
Land expropr ia t ion  ( i n f )  
S t r e e t  sur fac ing  
Sewerage f a c i l i t i e s  
Water supply 
Power supply and 
s t r e e t l i g h t s  
Environmental protect ion 

Project  Cost Recovery 
Off-si te i n f r a s t r u c t u r e  
S t r e e t s  
Sewerage f a c i l i t i e s  
Water supply 
Power supply and 
s t r e e t l i g h t s  
Municipal equipment 

Coordination with  o the r  
Minis t r ies  f o r  Publ ic  f a c i l i t i e s  

ANHI 
ANHI 
ANHI 
ANHI 
ANHI 
(CONS 
ANHI 

NUN/ CAD 
MUNILAND 
ANHI/MUN 
ANWIIMUN 
ANHI 

MUN 
MUN 
MUN 
RDE 

RDE 
MUN 

Abbreviations 

MUN Municipali ty 
CAD Cadastral  survey 
RPE U t i l l  ,y agency 
RES Residents 
LAND Land o f f i c e  
CONS Consultant f i w s  
OH Regional Housing Office 

FEC 
ANH I 
Am1 

RDE/MQT 

MUN 
CAD/CONS 

CONS 
CONS 

HUNIRDE , 

ANHI/RDE 
rnE 

A m 1  
A M 1  
Mm 

MUNIRDE 
MUN/RDE 

MUN/RDE 
ANH I 

RDE 
RDE 
RDE 
MUM 

MUN 

AMII National Agency 
t o  Combat Substandard 
Bousing 

GOV Provincial  Governor 
SC S t reer ing  Committee 

NOTE: The primary agency i n i t i a t e s  andlor has r e spons ib i l i t y  for t he  
a c t i v i t y .  Secondary agencies a r e  main co l l abo ra t e r s  i n  t h e  a c t i v i t y .  



TABLE arx -. s 
COST ESTIMATES (Mhllions of $1 

Source sf Finaneirrg 

Project Component 

Off - S i t e  

Upgrading 

Upgrading (ZAC) 

Sites and Services 

Equipment 

Sub-total 

C a p i t a l i z e d  interest. (BG) 

Total 

FEC 

3.62 

- 
- 
3-90 

- 
7.82 

- 
7.82' 



5. P r o f e c t  f s s u e s  

NEaC guidance and i s s u e s  

Pollowing submission of t h e  Discuss ion Paper oa t h e  Proposed Amendment t o  
Morocco 608 - 8G-001 Program Design, NEAC provided guidance on s e v e r a l  key 
i s s u e s  t o  be addressed and c l a r i f i e d  wi th  t h e  GOM dur ing  t h e  p repara t ion  of  
t h e  Projec t  Paper. These i s s u e s  include:  f u l l  p r o j e c t  c o s t  recovery ,  
on-lending i n t e r e s t  rates, p u b l i c  e e c t o r  lending i n s t i t u t i o n s  and p r i v a t e  
s e c t o r  development, p r o j e c t  a f f o r d a b i l i t y ,  and deb t  a e r v i e e / r f s k  ana lys i s .  A 
copy of t h e  f u l l  c a b l e  response  t o  AIB/Washington is  included i n  t h e  Annex L. 
The summary response t o  t h e s e  i s s u e s  inc ludes  t h e  fol lowing:  

Issue: The p r i n c i p l e  of f u l l  recovery of p r o j e c t  c o s t s  c o n t a i n s  a d e t a i l e d  
f i n a n c i a l  a n a l y s i s  which demonstrates t h e  f i n a n c i a l  v i a b i l i t y  of t h e  p r o j e c t .  
It shows t h a t  a l l  c a p i t a l  c o s t s  a t t r i b u t a b l e  t o  t h e  p r o j e c t  w i l l  be f u l l y  
recovered a s  follows: 

- The c o s t s  of o f f - s i t e  improvements c o n s i s t i n g  of t h e  sewage treatment 
p lant  and f a c i l i t i e s  which are not  a t t r i b u t a b l e  t o  t h e  DersafSamsa 
p ro jec t  a r e a  w i l l  be recovered through t h e  impos i t ion  of municipal  
taxes  t o  be paid  by a l l  t h e  r e s i d e n t s  of Tetouan. 

The c o s t s  of on-s i t e  improvements i n  ~e rsa /Samsa ,  t h a t  f s ,  t h e  upgrading 
component, t h e  s i tes  and services component and t h e  ZAC, inc lud ing  the  p o r t i o n  
04 the  o f f - s i t e  improvement c o s t s  a t t r i b u t a b l e  t o  each of  t h e s e  components, 
w i l l  be recovered as fol lows:  

- Benef ic ia r i e s  of the upgrading component w i l l  pay a bet terment  
assessment, i n  p a r t  through advance payments made during t h e  p ro jec t  
d e v e l o p e a t  phase, and i n  p a r t  through monthly payments added t o  
u t i l i t y  
b i l l s  over a 10-year payment period; 

- For t h e  sites and s e r v i c e s  cmponznt ,  p r i c e s  of 
serviced l o t s  purchased by t h e  b e n e f i c i a r i e s  w i l l  r e f l e c t  p ro jec t  
cos t s .  The purchase pr ice  w i l l  be paid i n  f u l l  through advance 
payments 
during t h e  p r o j e c t  development phase; 

- For t h e  ZAC component, t h e  c o s t  of primary i n f r a s t r u c t u r e  w l l l  be 
b i l l e d  
t o  land owners i n  a propor t iona l  manner based on t h e  s i z e  of t h e i r  
land. This bet terment  assessment w i l l  be p a i d  i n  f u l l  through advance 
payments dur ing  t h e  p r o j e c t  development phase, 

No budgetary a s s i s t a n c e  from t h e  GOM i s  a n t i c i p a t e d  f o r  t h e  f inanc ing  of t h i s  
p ro jec t ,  Therefore, t h e  GOM has  agreed t h a t  a l l  p r o j e c t  c o a t s  a r e  t o  be f u l l y  
recovered. 

Issue: The p r i n c i p l e  of non-subsidized i n t e r e s t  r a t e s ,  

The NEAC guidance c a b l e  o u t l i n e d  t h r e e  a s p e c t s  of  t h e  i n t e r e s t  r a t e  i ssue:  
(A)  the  f i n a n c i a l  v i a b i l i t y  of t h e  p r o j e c t ;  (B) i t s  economic v i a b i l i t y  i f  

" c a p i t a l  were pr iced a t  i t s  economic va lue  (oppor tuni ty  c o s t ) ;  and (C) t h e  r e a l  
i n t e r e s t  r a t e  as determined by t h e  e f f e c t i v e  r a t e  of i n f l a t i o n .  



The expected terns of the! HG loan  make t h e  pro jec t  f i n a n c i a l l y  viabPe wi th  
respec t  t o  t he  borrowing of p ro jec t  funds by t h e  PEG. The pro j ec t  design 
a s s m a s  t h a t  the  FEC w i l l  make loans  t o  t h e  municipal i ty  of Tetouan t o  fund 
t h e  pro jec t  a t  an  i n t e r e a t  r a t e  of 10% f o r  a lO-year period. FEC's cu r r en t  
lending policy,  e f f e c t i v e  January 1985, e tdpu la t e s  t h a t  a l l  FEC loans  t o  
munic ipa l i t i es  w i l l  ca r ry  a 10% i n t e r e s t  r a t e .  

Based on current  U.S. c a p i t a l  market conditions, the  expected terns of a HG 
loan w i l l  be a 12% f ixed i n t e r e s t  rate f o r  a 3 0 y e a r  period,  and a 10-year 
grace period on t h e  pr incipal .  The p ro j ec t  design a l s o  assumes a 3-year grace 
period on i n t e r e s t  payments, which would be c a p i t a l i z e .  

I f  the  FEC a s  t he  r ec ip i en t  of l o c a l  currency equivalents  of BG loan  funds f o r  
p ro jec t  f inancing is a l s o  granted t he  l o y e a r  grace period on t h e  p r inc ipa l ,  
i t  would be ab l e  t o  generate add i t i ona l  i n t e r e s t  income by re inves t ing  
surpluses  from loan  repayments from t h e  Hunieipal i ty .  A cashflow ana lys i s  
shows t h a t  t h i s  add i t iona l  i n t e r e s t  income w i l l  be s u f f i c i e n t  t o  cover t he  
i n t e r e s t  l o s s  a t t r i b u t a b l e  t o  the  d i f fe rence  between the  12-percent borrowing 
r a t e  and the  10 percent on-lending r a t e  and y i e l d  a pos i t i ve  ne t  cashflow 
a f t e r  t he  f i r s t  few years. Projected cashflows f o r  the  f i r s t  t h r ee  years  a r e  - 
negative,  but sus ta inab le  by t he  PEC. The n e t  preseni  value of projected 
cashflows for t he  f i r s t  t e n  years  of t h e  p ro j ec t  i s  pos i t i ve  f o r  t he  FEC ( a t  a 
15-percent discount r a t e ) .  

The opportunity cos t  of capi ta?  f o r  Morocco has  been estimated i n  t h e  15  t o  
16-percent range which corresponds t o  the i n t e r e s t  r a t e  f o r  mortgages f o r  
upper-class housing. The 10 percent on-lending r a t e  l i e s  below t h a t  value.  
However, the  economic analysis  i n  Sect ion V 1 I . C .  suggests t h a t  nonanonetized 
(or  p a r t i a l l y  monetized) benef i t s  from t h e  p ro j ec t  -employment, income 
gf neration,  and resource mobilization- a r e  subs t an t i a l .  The economic c o s t  of 
lending below t h e  opportunity cos t  of c a p i t a l  i s  judged t o  be j u s t i f i e d  by t h e  
expected economic benef i ts .  

The NEAC guidance cable  on expected inf1at:on r a t e s  f o r  contingency a%fowances 
i n  project  cos t  es t imates  suggests an  8-percent r a t e  f o r  t he  cur ren t  decade, 
and 5-percent f o r  the  f i r s t  par t  of t h e  1990's. Under these assumptions, 
on-lending by the  FEC would car ry  a pos i t i ve  r e a l  i n t e r e s t  r a t e .  Moreover, 
t he  10-percent r a t e  compares favorably with  t he  ?-percent r a t e  on t h e  HG loan  
002, demonstrating subs tan t ia l  progress i n  r a i s t n g  lending r a t e s  t o  more 
r e a l i s t i c  l eve l s .  

The i n t e r e s t  r a t e s  es tabl ished f o r  t he  pro jec t  represent  an  important e f f o r t  
on the  pa r t  of t he  GOM t o  reduce subs id ies  and t o  a l i g n  i n t e r e s t  rates with 
a c t u a l  economic and f i nanc i a l  cos t s ,  

ISSUE: The role of public sec tor  lending i n s t i t u t i o n s  and encouragement 
p r iva t e  sector pa r t i c ipa t i on  

Project  funds from the  HG loan w i l l  be channeled through the  FEC, a  p a r a s t a t a l  
municipal development bank. ANHI, a p a r a s t a t d  agency involved i n  low-income 
housing and upgrading, w i l l  be responsible  t o  t h e  MunPcipality of Tetouaa f o r  
t echnica l  aspects  of the project  and i t s  implementation. There a r e  no p r iva t e  
s ec to r  Pns t f tu t ions  with the mandate o r  experience t 9  car ry  out these  



r c t i v i t i e e  f o r  t h e  type of project  envisaged. Both t he  FEC and ANHI a r e  
involved i n  somewhat s imi l a r  types of p ro j ec t s  and can ,drav  upon previous 
experience. 

P r iva t e  sec tor  landowners/developers w i l l  p a r t i c i p a t e  d i r e c t l y  i n  t h e  p ro j ec t  
by developing the  ZAC which i s  a major component of she p r o j ~ c t .  They w i l l  
pay f o r  primary i n f r ae t ruc tu re  which w i l l  a l low them t o  f u r t h e r  develop and 
subdivide t h e i r  land. Financing f o r  i n f r a s t r u c t u r e  end housing construct ion 
w i l l  be made ava i l ab l e  by the CXE t o  a i d  these  developers, Benef ic iar ies  w i l l  
a l s o  be e l i g i b l e  f o r  CIH mortgage loans. No d i r e c t  loans  t o  benef ic ia r ies  
however a r e  an t i c ipa t ed  a s  par t  the  EG pro jec t .  

Pro jec t  design involves the  pr iva te  csestoa t o  the  max+fnum extent  possible ,  
g iven government r e s p o n s i b i l i t i e s  t o  provide primary i n f r a s t ruc tu re ,  s e n i c e d  
p l o t s  f o r  low income famil ies ,  and i n f r a s t r u c t u r e  f o r  c landest ine  housing 
a reas .  The pro jec t  i s  the  f i r s t  i n  Morocco t o  include the  c lose  coordination 
of i n f r a s t ruc tu re  and housing investments between the  public and pr iva te  
sec tors .  

ISSUE: The a f f o r d a b i l i t y  of the  d i f f e r e n t  p ro j ec t  components t o  the  intended 
benef i c i e r i e s  

Benef ic iar ies  of t h e  upgrading component w i l l  pay f o r  i n f r a s t ruc tu re  
improvements and, i n  t h e  case of those l i v i n g  on Municipal land, f o r  the  
purchase of t h e i r  p lo t .  These charges w i l l  be es tab l i shed  a s  a betterment 
assessment which w i l l  include an  i n i t i a l  downpayment and monthly ins ta l lments  
over a 10 year period,  The current  p ro j ec t  design f u r t h e r  assumes a 
cross-subsidy from the  s a l e  of serviced p l o t s  i n  t he  s i t e s  and se rv ices  
component. The monthly payments under these  condi t ions  a r e  estimated as  
$10.70 f o r  bene f i c i a r i e s  who own t h e i r  p l o t ,  and $17.30 f o r  those who a r e  
puchasing it. Under the  assumption of another $10 per month of housing 
expenses, and a r a t i o  of 25% of monthly famfly income f o r  housing expenses, a 
minimum income of $83 or  $109, respec t ive ly ,  i s  necessary. The median family 
income i n  Tetouan has been estimated t o  be $140 per  month. 

Sa les  of the  serviced p lo t s  i n  the  s i t e s  and se rv i ce s  component w i l l  generate 
revenues i n  excess of development cos t s .  The surp lus  w i l l  provide the  funds 
t o  subsidize and thereby reduce the  payments of benef ic ia r ies  of the  upgrading 
component, No subsidies from the  GOM w i l l  be required under t h i s  project .  

The major proportion of r e s iden t i a l  a rea  i n  t h e  e i t e s  and se rv ices  component 
w i l l  be subdivided i n t o  m a l l  s ized p l o t s  designed t o  be affordable  t o  
f ami l i e s  wi th in  t h e  project  t a rge t  group. Benef ic ia r ies  w i l l  make three o r  
fou r  payments t o  purchase t h e i r  p lots .  On  completion of these  payments, they 
w i l l  obta in  formal land t i t l e  which w i l l  enable them t o  seek mortgage 
financing f o r  t he  construction of a housing un i t .  It i s  estimated t h a t  the  
construct ion cos t  of a minimum dwelling u n i t  would be approximately $2500. 
Given CIH lending terms of 8-percent, 15  years  and 10-percent downpayment, 
monthly payments i n  t h i s  case would be a f fordable  t o  fami l ies  with incomes 
c lo se  t o  the  median income. 

The ZAG component w i l l  have development s tandards  s imi l a r  t o  those of t he  
s i t e s  and se rv ices  component. Therefore, a l a r g e  number of the  p l o t s  t o  be 
provided w i l l  a l s o  be affordable t o  t h e  intended t a r g e t  group. 



A t  t h i s  s t age ,  i n i t i a l  BeePgn of t he  pro jec t  l e  c f e s r l y  based on concerns t h a t  
t h e  d i f f e r e n t  components of the  p ro j ec t  be a f fordable  t o  l o v e r  income 
famil ies .  As more de ta i led  plans are developed, i t  should be poss ib le  t o  
improve the  a f f o r d a b i l i t y  of c e r t a i n  element8 of t h e  project through 
mechanisms such a s  d i f f e r e n t i a l  p l o t  pr ic ing.  

ISSUE: Debt service risk ana lys i s  

The project  design incorporates PRE/H rec-endatione ( s ee  Annex D) regard%% 
the s t ruc tu r ing  of the  BG loan  t o  include e %-year grace period on i n t e r e s t  
payments, Capi ta l iz ing  the  i n t e r e s t  due i n  t he  f i r s t  t h r ee  years  of t he  loan  
wfll delay t he  s t a r t  of debt s e rv i ce  u n t i l  1990, This arrangement w i l l  c a r ry  
Morocco through the  expected period of debt  r e l i e f ,  a f t e r  whish time the  
country is projected t o  be ab l e  t o  s e n i c e  i t s  debt. 

b. Project  design i s sues  i d e n t i f i e d  during t h e  development of 
t he  project  paper 

Several  o ther  i s sues  were Iden t i f i ed  and addressed during t he  development of 
t he  Project  Paper. These include; i n s t i t u t i o n a l  arrangements between 
pa r t i c ipa t i ng  agencies and f i n a n c i a l  management of t he  pro jec t ;  po t en t i a l  
d i f f i c u l t i e s  i n  acquiring pr iva te ly  owned land f o r  t he  s i t e s  and se rv ices  
component of t h e  project ;  r i s k s  involved in t he  t imely c o s t  recovery for t h r ee  
main pro jec t  components through advance payments by benef ic ia r ies ;  and the  
capaci ty  of t h e  Municipality t o  carry out its r o l e  i n  t he  project .  

ISSUE: E f f i c i e n t  i n s t i t u t i o n a l  arrangements between agencies 

A t  the time t h a t  t h i s  Project  Paper is  being wr i t t en ,  the  following agencies 
w i l l  be involved with  the  Project: the  Municipality of Tetouan, ANHI, FEC, 
t h e  RBE of Tetouan, the  Minis t r ies  of I n t e r i o r ,  Finance, and Housing, and the  
Bank of Horocco. 

The i n s t i t u t i o n a l  framework and t he  interagency r e l a t i onsh ips  now being 
es tab l i shed  f o r  t h e  project  w i l l  most l i k e l y  s e t  the  precedent f o r  the  World 
Bank sponsored upgrading pro jec t s  which w i l l  follow, The procedures a r e  being 
completely developed and w i l l  be t e s t ed  f o r  the  rime. Of pa r t i cu l a r  
importance i s  developing a w ~ r k a b l e  r e l a t i onsh ip  between l o c a l  and natio-l  
organTza2ions. 

Through i t s  provinc ia l  Governors, t he  GOM has es tab l i shed  general  s t ee r ing  
committees f o r  most of i t s  a c t i v i t i e s  in houising and urban development, It 
has  a l s o  had r e l a t i v e l y  good experience i n  making use of t h i s  mechanism f o r  
l a r g e  s ca l e  upgrading projects ,  The Steer ing Comi t t ee  proposed i n  t h i s  
Project  Paper (Annex K) w i l l  allow keg. agencies involved i n  the  pro jec t  t o  
more c lose ly  coordinate t h e i r  e f f o r t s  i n  l i g h t  of a c t u a l  project  development, 

.̂. 

Figure 111-1 i nd i ca t e s  t h e  agreements whlch would have t o  be made Between 
d i f f e r e n t  agencies a t  the  s t a r t  of the  pro jec t .  A Condition Precedent p r io r  
t o  the  first HG borrowing would be proof that necessary agreements between 
i n s t i t u t i o n s  have. been establ ished,  



ISSUE: Acquis i t ion  of p r i v a t e l y  owned l a n d  f o r  t h e  s i res  and s e r v i c e s  - 
component of  t h e  p r o j e c t  . 
The p r i v a t e  land i n  t h e  sites and s e r v i c e s  component t o  be acquired  by t h e  
Munfcdpality l i e s  d i r e c t l y  above t h e  ZAC area between t h e  upgrading a r e a  and 
t h e  land f o r  sites and s e r v i c e s  owned by t h e  Municipali ty.  This  land is  i n  a 
very  s t r a t e g i c  p o s i t i o n  i n  regards  t o  t h e  development of t h e  p ro jec t .  Thus, 
land a c q u i s i t i o n  procedures should be  s t a r t e d  a t  t h e  e a r l i e s t  p o s s i b l e  g i m e .  
Given t h e  l o c a t i o n  of t h i s  land and t h e  imminent development planned around 
it, i t  i s  most l i k e l y  t h a t  t h e  owners w i l l  c o n t e s t  any p r i c e  o f f e r e d  t o  them 
by the Municipal i ty  and w i l l  t a k e  t h e  i s s u e  t o  cour t .  If t h i s  happens, it 
could become an important source  of d e l a y  t o  t h e  p r o j e c t  and have s e r i o u s ,  
negat ive  impact on p ro jec t  c o s t  recovery  and phasing. 

The GOM i s  aware of  these  p o t e n t i a l  l and  e c q u i s i t i o n  problems and i s  s tudying 
an a l t e r n a t i v e  proposal  which would i n c l u d e  t h i s  70  h e c t a r e  a r e a  i n  t h e  ZAC 
Component of t h e  p r o j e c t .  The Kinfa t ry  of Housing has  a l s o  undertaken a  
complete landownership study of t h e  p r o j e c t  a r e a  i n  o rder  t o  determine t h e  
s i z e  of i n d i v i d u a l  holdings and subsequent ly  o b t a i n  more informat ion on t h e  
landowners themselves. More knowledge of t h e s e  p o t e n t i a l  p r o j e c t  p a r t i c i p a n t s  
is necessary t o  determine t h e  measure i n  which they a r e  a b l e  and w i l l i n g  t o  
p a r t i c i p a t e  i n  t h e  development of the ZAC. Thus t h e  f i n a l  de terminat ion 
whethe-r t h e  p r i v a t e l y  owned land now considered as p a r t  of t h e  sites and 
s e r v i c e s  component i s  t o  be developed as such o r  included i n  t h e  ZAC w i l l  be 
based on t h e  a n a l y s i s  of t h i s  s tudy.  

ISSUE: Cost recovery r i s k s  r e l a t e d  t o  t h e  t imely  c o l l e c t i o n  of advance 
benef ic ia ry  payments 

Ear ly  c o s t  recovery from t h r e e  q a j o r  p r o j e c t  components -upgrading, sites and 
s e r v i c e s ,  and ZAC- i s  e s s e n t i a l  t o  malntafning a success fu l  p r o j e c t  cash-flow. 

~e recovery of d e v e l o p e n t  c o s t s  f o r  s e r v i c e d  p l o t s  through s taggered lump 
sum payments made dur ing t h e  per iod of c o n s t r u c t i o n  has  proven s u c c e s s f u l  i n  
Morocco f o r  both  low and middle income housing. The value  of ob ta in ing  a  p l o t  
on which t o  b u i l d  a house i s  very  Important  t o  Moroccan f a m i l i e s  who have 
t r a d i t i o n a l l y  been willing t o  pay s i g n i f i c a n t  amounts of money up-front t o  do 
so. Examples of t h e  successful  a p p l i c a t i o n  of t h i s  approach include:  low 
income urban c o r e  housing (Programme S o c i a l ) ,  smal l  serviced p l o t 8  on which 
b e n e f i c i a r i e s  can  budld t h r e e  s t o r y  apartment u n i t s  under j o i n t  ownershfp 
(FNAET/HBM), and b idonv i l l e  r e l o c a t i o n  p r o j e c t s  (Ben M'Sik and SalE). 

There should a l s o  be s u f f i c i e n t  demand and i n t e r e s t  wi th in  t h e  def ined t a r g e t  
group t o  purchase p l o t s  initially o f f e r e d  i n  a f i r s t  phase. Later however, a 
major c o n f l i c t  may develop i f  those  who want and a r e  a b l e  t o  pay f o r  n p l o t  
f a l l  ouEside t h e  HG t a r g e t  group. In t h i s  case ,  does t h e  Munic ipal i ty  s e l l  
t h e  p l o t  and recover  its money, o r  does i t  w a i t  u n t i l  a q u a l i f i e d  buyer 
p resen t s  himself? Guidelines on t h i s  i s s u e  and a r e l i a b l e  s tudy of housing 
demand i n  Tetouan need t o  be e s t a b l i s h e d  e a r l y  i n  t h e  p ro jec t .  The GOM w i l l  
a l s o  implement t h e  s i t e s  and sesv lces  component i n  phases and w i l l  e s t a b l i s h  a 
wai t ing  l i s t  of e l i g i b l e  b e n e f i c i a r i e s  which w i l l  he lp  Later  p r o j e c t  planning.  



Advance p a p e a t s  from bene f i c i a r i e s  f o r  t h e  upgrading canponent of t h e  pro jec t  
may be d i f f i c u l t  t o  c o l l e c t  unless  they a r e  c l e a r l y  r e l a t e d  t o  t h e  acquisition 
of a required document o r  a c t i o n  from t h e  MunicipalSty (occupancy permit, 
provis ional  land t i t l e ,  c tc . )  The payment can be expressed a s  a form of t ax  
or fee.  Previous experience i n  Morocco with t h i s  c o s t  recovery approach 
indicates tha t , these  payments w i l l  be made provided t h a t  i nhab i t an t s  have t he  
resources  and c l e a r l y  understand what they a r e  paying f o r  and how t o  do i t ,  A 
success fu l  example has been t h e  Hontf leur i  project  i n  Fes, In  regards  t o  
upgrading pro jec t s ,  the  Municipality has t he  r e spons ib i l i t y  of dea l ing  with 
t h e  l o c a l  population and can present eos t  recovery ob l iga t ions  i n  t h e i r  bes t  
poss ib le  l i g h t ,  

Regardless of t he  method of cos t  recovery chosen f o r  the upgrading component 
. o f  t he  pro jec t ,  some fami l ies  w i l l  not be ab l e  t o  meet t h e i r  payments and w i l l  

need t o  develop an a l t e r n a t i v e  schedule, Some f l e x i b i l i t y  i n  ind iv idua l  cos t  
recovery contraces w i l l  be allowed. 

The cos t  recovery approach by lump sum advance payments f o r  t h e  ZAC i s  the  
l e a s t  c e r t a i n  because i t  has  never been t r i e d  before in Morocco. X t  mag t u rn  
out  f o r  examplle, t h a t  the  landowner cannot ( o r  w i l l  no t )  pay t h e  po t en t i a l l y  
l a r g e  sum of money charged f o r  primary i n f r a s t ruc tu re .  H e  may a l s o  not be 
willing t o  undertake t he  f i nanc i a l  debt and r i s k s  t h a t  developing h i s  land nay 
involve. The t a c t i c  t h a t  a landowner w i l l  have the  choice of e i t h e r  
developing h i &  land o r  having i t  expropriated has not ye t  been appl ied  o r  
t e s t e d  i n  Morocco. Thus thzre  i s  a l a rge  r i s k  t h a t  landowners i n  t he  ZAC area  
w i l l  simply speculate  on t h e i r  land. 

In  order  t o  con t ro l  the development that: takes  place,  t h e  ANHI w i l l  have t o  
provide considerable ass i s tance  t o  landowner/developers i n  drawing up 
subdivis ion plans,  arranging f inacing,  e t c , .  Once t he  l i m i t s  of e x i s t i n g  
landholdings have been determined, incen t ives  f o r  p r iva te  land developmeat can 
be es tabl ished through the  loca t ion  of comaaercial and higher income 
r e s i d e n t i a l  a r ea s  on the  s i t e  which can be so ld  a t  market r a t e s  and w i l l  
pxovide g rea t e r  p r o f i t  t o  the  landowner/developer, 

To summarize, c o s t  recovery by benef ic iary advances appears t o  be a promising 
though not ye t  thoroughly tes ted  approach. For t h i s  reason, t h e  proposed 
pro jec t  cash-flow has been developed t o  not be overly dependent on t he  
a v a i l a b i l i t y  of these  funds fo r  c r i t i c a l  elements of p ro jec t  development. 

ISSUE Capacity of t h e  municipali ty t o  undertake i t s  pro jec t  r e s p o n s i b i l i t i e s  

The present p ro jec t  w i l l  considerably increase  the  Municipali ty 's  workload and 
r e spons ib%l i t f e s  wi thin  a r e l a t i v e l y  sho r t  perfod of t i m e .  For example, the  
Municipality now i ssues  an  average of 50 t o  60 new building permits per  
month, Assuming t h a t  the  inspection of e x i s t i n g  c landest ine  housing and the  
au thor iza t ion  of new housing construct ion within  the  pro jec t  alone w l l l  
involve more than 15,000 housing u n i t s  over a f i v e  year period,  t h i s  would 
imply a monthly average of 250 building penni ts  o r  a f ivefo ld  increase  i n  
workload. Be t te r  organization and more systematic approach t a  inspect ing and 
"formafizing" ex i s t i ng  c landest ine  housing construct ion w i l l  have t o  be 
developed, A s imi l a r  s i t u a t i o n  e x i s t s  i n  the  determination of betterment 
assessments and taxes. 



Like a l l  Government agencies ,  t h e  number of staff that t he  HunicipalLty can 
h i r e  be controll led by the Ministry of Finance. A very 1Sm;Btd number of new 
p o s i t i o n s  are a v a i l a b l e  on a year ly  bas i s .  Thus it is unlikely t h a t  t h e  
Munieipalltty w i l l  be able t o  h i r e  any l a r g e  nmber of  n+w s t a f f  to meet the 
specLf i e  needs of t h e  project. However, the  Hunfc fpa l i ty  i s  w i l l i n g  t o  
consider t h e  hir ing  of new s t a f f  a l l o t t e d  t o  i t  to fPLl project needs. 

Because of these h i r fng  r e s t r i c t i o n s ,  t h e  MunicfpaPitg will mainly have t o  
b e t t e r  organize  i t s e l f  i n  order  t o  e f f e c t i v e l y  manage the p r o j e c t .  The 
p r o j e c t  w i l l  be c a r e f u l l y  monitored by RMUllO t o  8@@ where management help w i l l  
be needed and can be most e f f e c t i v e l y  used. 



PROJECT COST ESTIMATE AND FXNANCING PLAN 

A. Project  Cost Estimates 

The t o t a l  p ro j ec t  c o s t  i s  estimated t o  be U.S. $47,UI million, of which $41.38 
mf l l i on  w i l l  be d i r ec t ed  t o  development a c t i v i t i e s  whi le  t h e  remaining $6.32 
mi l l i on  w i l l  be used t o  c a p i t a l i z e  the I n t e r e s t  due on t h e  HC loan  u n t i l  mid 
1990, Project  development funds ( $ 4 1 ~ 3 8  m i l l i o n )  will be used t o  support 
t h r ee  main s h e l t e r  p ro j ec t s ,  o f f - s i t e  sewerage t reatment  f a c i l i e f a s  and 
technica l  a s s i s t ance ,  Sources of f inancing inc lude  the FEC, p ro jec t  
benef ic ia r ies ,  an A I D  grant and the  I96 loan, The Municipali ty of Tetolsan w i l l  
provide pa r t  of t h e  t o t a l  land a r ea  of t h e  upgrading and s i t e s  and s e w i c e s  
components which will be so ld  t o  benef icdar ies ,  Surplus ancome generated from 
o the r  p ro jec t  components w i l l  be applied a s  eross-subsidies to reduce the 
payment burden on law income beneficlarpes. 

Cost es t imates  presented dn the  Project  Paper take i n t o  account an t ic ipa ted  
p r i c e  increases  t o  t h e  end of the  decade. The c o s t  of borrowing the  HG funds ,. 
during the implementation s t age  of developnent is a l s o  calculated and included 
i n  these es t imates ,  Table VI ind ica tes  the amounts czd sources of f inancing 
f o r  the  d i f f e r e n t  p ro j ec t  components, 

Amounts funded by BG may be reapportioned between t h e  pro jec t  components as 
may be necessary i n  t h e  course of project  development. 

Off-si te i n f r a s t r u c t u r e  The sewage treatment f a c i f i t i e s  are included a s  
o f f - s i t e  improvements and w i l l  c o s t  $5.22 mi l l ion .  O f  t h f s  amount, $1~30 
mi l l i on  1s estimated a s  d i r e c t l y  a t t r i b u t a b l e  t o  t h e  r e s iden t s  of &rsa /~amsa  
and w i l l  be financed from HG loan. The rema-lning cost of $3.92 mf l l ion  w i l l  
benef i t  Tetouan r e s iden t s  in general ,  and w i l l  Be financed through d loan from 
FEC, 

Per hUC guidance, p ro j ec t  designers have included :he use of $6.72 mi l l ion  of 
the He proceeds t o  c a p i t a l i z e  i n t e r e s t  payments c n  t h e  loan  u n t i l  t he  expected 
recovery of the  Moroccan economy, 

U radin : The t o t a l  c o s t  of upgrading Dersa and a pa r t  of Samsa i s  estimated 
15.27 mi l l ion .  Pro jec t  benef ic ia r ies ,  through advance payments t o  the w 

municipali ty will con t r ibu t e  $3.75 mil l f  on. The BG loan  w i l l  f inance the  
remaining $11.52 mi l l ion .  

ZAC: Providing primary i n f r a s t r u c t u r e  t o  t he  ZAC a r e a  w C l  cos t  $1.03 - 
mil l ion .  It is an t i c ipa t ed  that these  funds w i l l  be contr ibuted e n t i r e l y  by 
t h e  land owners bene f i t  Prom the  improvements. 

S i t e s  and Services: The t o t a l  cos t  of th i s  component is estimated a t  $18.16 
mi l l ion ,  Beneficiary advance paymeats will provide fcr $9-5  mfllion, or  
approximately one-half of t he  t o t a l  costs .  The purchase of grPvately held 
land w i l l  co s t  another $3.90 milf ion,  and w i l l  be f inanced by a FEC loan. 
F ina l ly ,  the  HG loan  w i l l  provide the addf t i o n a l  $4.76 mil1ion t o  complete the  
f inancing package f o r  Pnfrust ructure  a t t r i h t e d  t o  low income plots. 



Equipment: $0.7 mi l l i on  w i l l  be funded through the  HG loan f o r  t h e  purchase 
of new municipal equipment such as garbage t rucks  etc. 

B. HG Disbursements 

The HG cont r ibu t ion  f o r  p ro jec t  development w i l l  reach $18.27 m i l l i o n  over t h e  
l i f e  of the  pro jec t -  HG funds w i l l  not be required during t h e  i n i t i a l  yea r  
due t o  minimal p ro j ec t  expense t h a t  pear ($3.95 mi l l i on  of a t o t a l  p ro j ec t  
cos t  of $41.38 mi l l i on )  and the  a v a i l a b i l i t y  of i n i t i a l  p ro jec t  funding from 
the  FEC and the  pro jec t  benef ic ia r ies .  Subsequent BG disbursements w i l l  be 
r e l a t i v e l y  evenly d i s t r i bu t ed  over t h e  remainjng four  years  of t h e  f i v e  yea r  
project .  They include $4.11 m i l l i o n  i n  t h e  second year of t he  p ro j ec t ,  $5.74 
mi l l i on  with t h i r d  year,  $4.76 m i l l i o n  i n  the  fou r th  year and $3.67 m i l l i  ,n i n  
t he  f i n a l  year. The HG loan w i l l  provide approximately 44% of t o t a l  p ro j ec t  
funds. O f  the  $18.27 mi l l i on  i n  HG cont r ibu t ion ,  $3.59 mi l l i on  w i l l  be 
provided f o r  f i n a n c i a l  c o s t s  t o  be incurred durfng the  l i f e  of t h e  p ro j ec t ,  
while the remaining $14.68 m i l l i o n  w i l l  be used t o  cover cons t ruc t ion  c a s t s .  

C. &st Recovery and Reflows 

1. Cost recovery 

The pro jec t  w i l l  be financed j o i n t l y  by advance payments from p ro j ec t  
benef ic ia r ies ,  and by FEC loans ,  p a r t  of which w i l l  der ive  from t he  HG loan. 
Project  c a p i t a l  c o s t s  w i l l  be recovered through a combination of betterment 
assessaents ,  l o c a l  taxes and the s a l e s  of serviced l o t s  i n  Saasa 11. 

Capita l  cos t s  f o r  the upgradir4 component w i l l  be recovered from t h e  7,500 
d i r e c t  p ro jec t  benef ic ia r ies .  Benef ic ia r ies  who own t h e i r  l o t  w i l l  be 
assessed $1,820 and non l o t  owners $2,320. A l l  benef ic iarf  e s  w i l l  be expected 
t o  make a $500 advance payment whfch w i l l  reduce t he  balance t o  be paid on t he  
betterment assessment t o  $1.320 and $1.820, respect ively .  A c ro s s  subsidy of 
$500 per beneficiary which i s  derived from the  surplus  on s a l e s  of serviced 
l o t s  i n  Samsa 11, w i l l  be appl ied,  and w i l l  reduce f u r t h e r  t he  outstanding 
balance of each assessment t c  $820 an3 $1,320. Thls amount w i l l  be co l lec ted  
from each benef ic iary over a 16 year period through monthly assessments of 
$10.70 and $17.30. If the  cross-subsidy i s  not appl ied,  then the  outstanding 
balance t o  be co l lec ted  over t he  10  year period w i l l  inc rease  t o  $1,320 and 
$1,$20, and w i l l  r equ i re  monthly payments of $17.30 and $23.40. 



TABLE I%X - 2 

COST ESTIMATES (?lilliono sf  $1 

Source of Fiaanciag -. 

Project Component FEC HG -- Beneficiaries TOTAL - 
Off-site 3.92 1.30 - 5.22 
~ p g r a ~ i n a  - ia.sa 3.75 - 15.27 
Upgradf ng (ZAC) - - 1.03 1.03 
S i t e s  and Setvices 3.90 4.76 9.50 - 18.16 
Equipment -70 - 

-__I_ 
.70 

Sub-to tal 7.82 18.28 14,28 40.38 
Capitalized interest(HG) - 6.72 - -- 6.72 

TOTAL 7.82 25.00 14.28 47.10 

NOTE: Amounts fuilded by HG may be re apportioned between the 
project components as may be necessary in the course of project 
development. 



Cost reemery of the s i t e  and aervice  component depfves e n t i r e l y  through eele 
of Iota t o  prospective homeownerr, who w i l l  pay o fp  t h e  foe8 over a three yeax? 
period %a t h e  form of  advance paymentsp For purchauers of the lowest cost  
Ism, the  sales price w i f l  t o t a f  $%$MI9 for an 80 la2 average r i zed  log solbd a t  
$22,5(4/m2 (see h e x  G, Table Gas), Costs asuoelated Mek o f f - s i t e  
dmprovements which are ne t  recoverable d i r e c t l y  from beneficiaries, w i l l  be 
recovered through genera l  t axa t ion  of a l l  r e s iden t s  of Tetouaa. 

Gross s a l e s  proceeds from t h e  siee and s e r v k e s  lets a r e  expected t o  a t t a i n  
$23,6 million. Tota l  c a s t s  t o  develop t h e  heca 11 pro jec t  are estimated u t  
$ U , 4  mill ion,  which provfdes a p r o f i t  of $5,47 mil l ion.  If each of the 7,580 
benef ic iar ies  I n  the upgrading a r e a  oeceivee e $500 cross-subsidy, t h e  t o t a l  
c ross  subsidy requireaent  w i l l  be $3.75 mill ion.  The $5,ri7 m i l l i o n  i n  s a l e s  
p r o f i t s  w i l l  exceed the $3.75 mil l ion  i n  cross-subsidies. The rensainlng 
p r o f i t  of $1.7 m i l l i o n  ($5 -47  mil l ion  - $3.75 mi l l ion)  is ava i l ab le  f o r  o ther  
uses, including a s s i s t a n c e  t o  very low income fami l i e s  i n  t h e  upgradfng area  
who cannot af ford  t o  pay e l l  the  assessed capdta l  c o s t s  and c o s t s  of 
re locat ian  sf the  270 households displaced by the  projec t .  

3, Reffovs 

On the  bas is  of cu r ren t  c a p i t a l  markets the O M  on behalf of t h e  FEC eould 
expect t o  contrac t  a EU: loan a t  a 12 percent i n t e r e s t  rate f o r  30 years, with 
a 10 gear grace p a r i ~ d  on p r inc ipa l  payment. 'I& turn ,  t h e  FEC will, loan these  
funds t o  the  munlef?ality a t  10 percent f o r  3.0 years.  Although the FEC is 
c k a r g h g  a lower i n t e r e s t  r a t e  th.snro.it.s cos t  of meneg, t h e  s h o r t e r  tew (10 
years v s  30 years) ,  permits the  PEC t o  roll-over the  repayments from 
benef ic iar ies  t o  ffrrance o ther  ac tbvi t fee .  The cash flow t o  FEC from the BG 
loan proceeds w i l l  be pos i t ive  throughout the  l i f e  of t h e  pro-rect. 
Neverthelless, t h e  n e t  income to FEC during t h e  f i r s t  t h r e e  years  of the  
projec t  w i l l  be negative dtd t o  the  i n t e r e s t  rate d i f f e r e n t i a l .  By invest ing 
the  net cash from its lending operations a t  an an t i c i3a ted  i n t e r e s t  r a t e  of 10 
percent, the  PEC w i l l  earn  s u f f i c i e n t  i n t e r e s t  income t o  begin t o  o f f s e t  the  
lose  incurred during the  i n i t i a l  years. By the  fourth year,  t o t a l  income w i l l  
exceed t o t a l  expenses, and by the  followiag year,  FEC ell operate 9n the 
black, It is expected that the  reflows frm this grodece v i l l  equal about 24 
percent of t h e  HG l o a n , ' M c h  -1% permit an  a d d i t i o n a l  $4.4 m i l l i e n  t o  be 
inverted i n  t h i s  p ro jec t  or s imi la r  projects .  



V. MPLEMEMTATION AM) MONITORING PLAN 

A. Project  '1Cmplementation Plan 

It is  an t i c ipa t ed  t h a t  e l l  p ro jes t  expenditures f o r  on - s l t e  In f r ae t ru s tu re  
w f l l  occuf during a five year  period. Expenditures f o r  o f f - s i t e  
In f r a s t ruc tu re ,  including the  construct ion of t h e  sewage treatment plant ,  a r e  
projected over a t h r ee  year  period. Due t o  i n s t i t u t i o n a l  requirements and 
o the r  exogenous f a c t o r s  ou ts ide  t h e  con t ro l  of t h e  projeee however, i t  1s 
l ake iy  t h a t  work an t h e  sewage treatment p lan t  w i l l  i n  f a c t  be spread out over 
a longer period. 

The HG funded por t ions  of the  project  w i l l  occur between the  2nd and 5th year  
of p ro jec t  implementation. 

Figure V-1 is  an  I l l u s t r a t i v e  example of project  planning and t h e  time t h a t  
w i l l  be required t o  bplement  the  d i f f e r e n t  c'chponents of t h e  project .  Time 
i s  expressed i n  t h e  number of months beginning with  the signing of the  
Implemenation Agreement. ALI, funded technica l  a s s i s t ance  i s  scheduled t o  
begin e a r l y  i n  t h e  p ro j ec t  i n  order t o  a s s i s t  t h e  GOM i n  t he  establishment of 
t he  Project  Unit, i n  s e t t i n g  up mangement procedures and organizat ion f o r  t h i s  
u n i t ,  and i n  determining i n i t i a l  basel ine  data .  



FPgure 9-1 
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B. Monitoring P lan  

Pro jec t  monitoring on a d a i l y  b a s i s  rill be t h e  r e s p o n s i b i l i t y  of t h e  ANHI. 
This agency w i l l  be organized and s t a f f e d  i n  a way t o  make p r o j e c t  monitoring 
and coodinat ion one of its mafor ongoing func t ions .  P a r t i c u l a r  a t t e n t i o n  w i l l  
be paid t o  keeping p r o j e c t  c o s t s  w i t h i n  budget and t h e  range of a f f o r d i b i l i t y ,  
coordinat ion between p r o j e c t  components concerning f inanc ing  and 
implementation, and coord ina te  w i t h  t h e  Munic ipal i ty .  

W o n i t o r i ~  of f i n a n c i a l  a s p e c t s  of t h e  p r o j e c t  w i l l  be done on a monthly-bas is  
according t o  s t andard  Moroccan a d m i n i s t r a t i v e  procedures and included i n  t h e  
P r o j e c t  Implementation Plan (PIP) as requ i red  ( s i m i l a r  t o  BG-002 procedures).  

The Specia l  Evaluat ions  undertaken j o i n t l y  by AFJWI and USAID w i l l  provide 
a d d i t i o n a l  informat ion and i n s i g h t s  about t h e  p r o j e c t  which w i l l  h e l p  i n  
making dec i s ions  t o  keep i t  on course. 

Addit ional  d e t a i l e d  i n f n m a t i o n  r e l e v a n t  t o  the monitoring of t h e  p ro jec t  will 
be included i n  t h e  P r o j e c t  Implementation Plan. It w i l l  i nc lude  items such 
as :  scheduling,  d e s i g n  s tandards ,  c o s t s ,  a f f o r d i b i l i t y  and c o s t  recovery, and 
a v a r i e t y  of a p p l i c a b l e  implementation moni tor ing procedures. 

IUIUDO/NE w i l l  f u r t h e r  meet i ts p r o j e c t  monitoring r e s p o n s i b i l i t i e s  by 
ass ignfng a d i r e c t  h i r e  s t a f f  member t o  U ~ A I ~ h a b a t ,  H e  w i l l  be a s s i s t e d  by 
t h e  RXUDO's PSC Housing and Urban Development Advisor c u r r e n t l y  based i n  Rabat. 

C. P rocurement /bn t rac r ing  Plan 

Contract ing and Procurement procedures of t h e  Moroccan government were 
descr ibed and presented t o  USAID f o r  review i n  October 1983 a s  p a r t  of t h e  . 
Conditions Precedents  f o r  t h e  BG-002 Pro jec t .  These procedures a r e  regula ted  

- by Government Decree No. 2-76-479 o f  October 1976 and r e l a t e  t o  both  work and 
m a t e r i a l  c o n t r a c t s .  Almost a l l  l a r g e  s c a l e  c o n t r a c t s  a r e  l e t  by competi t ive 
bid.  m e y  may be awarded t o  t h e  lowest  b idder  o r  t o  t h e  most q u a l i f i e d  b idder  
wl th  j u s t i f i c a t i o n .  Cer ta in  c o n t r a c t s  a r e  a l s o  awarded through open 
competi t ion o r  by d i r e c t  negot ia t ion .  A l l  c o n t r a c t s  must be countersigned by 
t h e  Minis t ry  of Finance. 

As Maitre de l ' ouvrage  D616gu6 f o r  t h e  Munic ipal i ty ,  ANHI w i l l  prepare,  l e t ,  
and manage a l l  c o n t r a c t s  f o r  prel iminary s t u d i e s ,  A & E s t u d i e s ,  and 
i n f r a s t r u c t u r e  works t o  be done under t h e  p r o j e c t .  

D. Evaluation Plan . 
The Tetouan Upgrading P r o j e c t  is  t h e  f i r s t  undertaking by t h e  Government of  
PIorocco based on a comprehensive approach t o  urban d e v e l o p w n t  and low income 
housing. Many of t h e  techniques and approaches a p p l i e d  dur ing  t h e  execut ion 
of t h i s  p r o j e c t ,  a s  w e l l  a s  t h e  success  o r  f a i l u r e  of i ts implementation, w i l l  
have s t rong  i m p l i c a t i o n s  f o r  f u t u r e  housfng and urban development po l i c ies .  
They may a l s o  be immediately r e p l i c a b l e  t o  s i m i l a r  p r o j e c t s  cc-funded by t h e  
G o ~ ~ e r m e n t  and t h e  World Bank. 

Subsequent t o  amendment of t h e  a u t h o r i z a t i o n  and p r i o r  t o  s ign ing  t h e  
Implementation Agreement USAID/RkIUDO w i l l  c a r r y  o u t  a b a s e l i n e  survey f inanced 
wi th  pD&S funds, uSAID/RMUDQ in tends  t o  carry o u t  a f i n a l  impact 
a t  the  end of t h e  p r o j e c t  a g a i n s t  t h e  b a s e l i n e  d a t a ,  (with TA funds) t o  
measure t h e  p r o j e c t s '  achievement of i t s  o b j e c t i v e s ,  



In  order t o  max1mirr;e the  value of t he  p ro j ec t  both t o  t h e  Government of 
Morocco and t o  A I D  and i ts  housing and urban development program, an  e f f e c t i v e  
evaluat ion plan is  e s s e n t i a l .  Because 0f t he  innava t ive  approach of the  
project  and the  demands on the  i n s t i t u t i o n s  fnvolved, t h e  p r c j e s t  design 
plasea primary r e s p o n s i b i l i t y  f o r  implementatdon of t h e  eva lua t ion  plan on t h e  
s ide  of AID,  most l i k e l y  through i t s  funding of t h e  t echn ica l  a s s i s t ance  
component, al though, c lo se  cooperation with,  and p a r t i c i p a t i o n  o f ,  the  ANHI 
a r e  e r s e n t i a l .  

The Program Implementation Agreement ( I A )  between t h e  GOPl and A I D  w i l l  r equ i r e  
the  establishment of an Evaluation Program f o r  t h e  p ro j ec t ,  Required Project  
Evaluations w i l l  focus  on the  following: 

a. Evaluation of progress toward t he  a t ta inment  of 
p ro j ec t  object ives;  

b. I d e n t i f i c a t i o n  and ana lys i s  of s p e e i a l  a r e a s  of 
concern o r  cons t r a in t s  r e l a t ed  t o  t he  a t ta inment  of 
p ro jec t  object ives;  

c .  Recommendations on how t o  overcome problems i d e n t i f i e d  
o r  on o the r  means of improvaent ,  

Three types of eva lua t ion  a r e  proposed: formative, s p e c i a l  and jo in t  project  
evaluations.  

A. Formative Evaluations: 

As i n  a l l  HG Projec t s ,  t he  Implementation Agreement (Id) w i l l  r equ i re  the  
i n i t i a l  development and cont inual  updating of a Pro jec t  Implementation Plan 
(PIP). The exact  format of the  PIP w i l l  be agreed upcn during negot ia t ions  on 
the  Project  Imphmentatlon Agreement. B i o r  t o  RliUDO approval of each 
disbursement, a n  updated vers ion of t he  PIP will be presented f o r  i t s  review 
during which t i m e  t h e  P IP  can be made t o  more c l o s e l y  r e f l e c t  a c t u a l  
implementation progress,  This a l s o  allows ta rge ted  ob jec t ives  t o  be revised . 
f o r  the next disbursement a s  necessary. 

A s  par t  of e h i s  eva lua t ion  process, AID/RHUDO add l t l ona l ly  develops rou t ine  
reviews and summaries of a l l  on-going pro jec t  a c t i v i t i e s  concerning the s t a t u s  
of each of the  t a rge t ed  outputs,  the  degree sf completion t h a t  has  been 
achieved, a s  w e l l  a s  a statement of any problems and/or cons t r a in t s  t o  t he  
achievement of ob jec t ives .  The revised PXP can a l s o  fnclude proposals on how 
such groblems/constraints can be resolved and coupled with  supporting 
documentation and pro jec t  monitoring information it can become a form of 
progress report .  

Normally, RHUDO/NE f i e l d s  consul tants  t o  a s s i s t  i n  these  formative evaluations.  



B. Special  Evaluations 

During the  negot ia t ions  on t he  Project  hp l emen ta t i on  Agreement a tseries of 
spec i a l  eva lua t ions  t o  take place during t h e  l i f e  of t h e  p ro j ec t  w i l l  be 
agreed upon by t h e  O M  and AID/RHUDO. The r e s u l t  of t he se  s p e c i a l  evaluat ions  
w i l l  be a document deal ing with important p ro j ec t  i s s u e s  and/or experiences. 

For example, one of t he  most important s p e c i a l  eva lua t ions  w i l l  be t h a t  
dealing with t h e  a c t u a l  e f f e c t s  of t he  pro jec t  on t h e  bene f i c i a r i e s  involved. 
A s  is c l e a r  from the  pro jec t  paper, a number of assumptions have had t o  be 
made regarding a b i l i t y  and wil l ingness  of b e n e f i c i a r i e s  t o  pay f o r  c u t s  of t h e  
upgrading component, a v a i l a b i l i t y  of a s s i s t ance  for re loca tees ,  e f fec t iveness  
of cos t  recovery mechanisms, sscio-ecouomic c h a r a c t e r i s t i c s  of the benef ic iary 
population, e t c .  In  order  t o  t e s t  these  a s s m p t i o n e  and t o  a s se s s  the impact 
of the  pro jec t  on t h e  t a r g e t  population, t h e  p ro j ec t  design must incorporate  
evaluat ion measures from the  e a r l i e s t  phases. A da ta  base of benef ic iary 
c h a r a c t e r i s t i c s  before  the  project  begins w i l l  be assembled. 

One approach t o  e s t ab l i sh ing  the  basel ine  da t a  might be a s  follows: 

- use a e r i a l  photos, ex i s t i ng  u t i l i t y  coinpany maps and 
records,  e x i s t i n g  surveys, t ax  records  a s  ava i l ab l e  t o  
make a preliminary assessment of p ro j ec t  a r ea  
c h a r a c t e r f s t i c s ;  

characteristics, Carry out "before" household survey and analyze 
r e s u l t s  ; 

- Based on above r e s u l t s ,  construct typologies of various 
households i n  benef ic iary population and s e l e c t  50 
represen ta t ive  households t o  follow throughout t he  pro jec t .  
Prepare case  study a t  end of project ;  

- Conduct housing market analyvbis f a r  Tetauan a s  a whole t o  
place p ro j ec t  i n  context and provide opportunity f o r  comparisons; 

- Conduct a n  "a f te r"  survey of the  200-300 benef ic ia ry  
households i n  the  sample. 

* 

- Frepare r epo r t  on impacts of p ro jec t  on benef ic iary 
population. 

I t e m s  which would be of interest i n  the household survey include (but a r e  not 
l imi ted  to): 

- exis tence of u t i l i t y  connection 
- place of residence 
- place of work 
- tenure (owner-renter) 



sources of income 
l eve l s  of income 
household expendi tures  
houeehold compositfon 
fu ture  plans f o r  housing 
education l e v e l s  
previous res idence - l oca t i on  and length 
length of t h e  in c u r r e n t  residence 

Other speefal  evaluat ions  could cover such top i c s  as:  

- evaluation s f  t he  evolu t ion  of municipal s e m i c e s  and 
management due t o  t h e  project ;  - review of measures taken t o  l e g a l i z e  "clandestine" p l o t s  
and housing cons t ruc t ion  and suggestions f o r  improved adminis t ra t ive  
procedures; 

- analysis  of t he  e f f ec t i venes s  of cos t  recovery techniques 
and the app l i ca t i on  of cross-subsidies; 

- analysis  of environmental and san i t a t i on  improvements; 

- and review of t r a i n i n g  experiences. 

Some of these s p e c i a l  eva lua t ions  w i l l  be undertaken by ANHI with  ass i s tance  
from lUXTD0; others  such a s  t he  before-after  survey w i l l  probably require  
AID-funded consultant  a s s i s t ance ,  a s  agreed upon with ANHI. 

C. Jo in t  Project  Evaluation 

A t  l e a s t  once during t he  l i f e  of t he  Project  a s  wel l  a s  a t  t he  time of i t s  
completion, the  EMUDO, COM and the  implementing agencies w i l l  undertake a 
de ta i led  Jo in t  Project  h a l u a t i o n .  Such an evaluat ion w i l l  review t h e  e n t i r e  
project  t o  date  and w i l l  s p e c i f i c a l l y  focus on the  impact of t he  HG loan on 
improvements i n  the  t a r g e t  population's l i v i n g  condi t ions  and t h e  increased 
a v a i l a b i l i t y  of adequate and a f fordable  low income s h e l t e r ,  on irrrprovements i n  
project  f inancing and i n  municipal management and t a x  co l l ec t i on ,  and on 
improvements i n  s a n i t a t i o n  and environmental i s sues .  The eva lua t ion  w i l l  a l s o  
focus on quant i t a t ive  measurements of performance. Some i l l u s t r a t i v e  
ind ica tors  of p ro jec t  success  for  t h e  upgrading pro jec t  could include: 

Number of u n i t s  f u l l y  connected t o  water and e l e c t r i c i t y ,  
Number of plots/housing u n i t s  f u l l y  legal ized.  
Number of fami l ies  paying f o r  services .  
Number of fami l ies  r eg i s t e r ed  on Municipality t a x  r o l l s ,  
Proportion of t e r t i a r y  path  and sewer networks completed and maintained by 
population. 

For the s i t e s  and se rv i ce s  component these  i nd i ca to r s  could include: 

Number of p l o t s  developed and sold.  
Number of housing u n i t s  under construction.  
Number of fami l ies  paying f ~ r  p lo t s ;  l e v e l  of payments and amount of c o s t  
recovery. 



Number of l o a n s  f o r  housing. 
Level of cross-subsidy made t o  upgrading p r o j e c t ,  

F o r ' t h e  ZAC, i n d i c a t o r s  eould Include: 

Amount of c o s t  recovery from p r i v a t e  landownerjdevelopeas. 
Number of p lo ts /housing uni te  under c o n s t r u c t i o n  and/or so ld .  
Number and amount of loans  con t rac ted  by private 1nndowners/developers. 

For the p r o j e c t  as a whole: 

Assessment s f  P r o j e c t  e f f e c t i v e n e s s  i n  achieving ob jec t ives .  
Degree t o  which approach hds been o r  w i l l  be r e p l i c a t e d  i n  o t h e r  
m u n i c i p a l i t i e s .  
Growth r a t e s  of c l andes t ine  housing i n  Tetsuan 
Amount of p r i v a t e  s e c t o r ,  non-HG r e l a t e d  a c t i v i t y  i n  Tetouan housing 
market. 
Performance of FEC a s  f inanc ing  i n s t i t u t i o n .  
Growth i n  c a p a b i l i t i e s  of ANHI. 
Effect iveness  of t r a i n i n g  and t e c h n i c a l  assistance provided. 

Clearly,  a  number of the j o i n t  e v a l u a t i o n  i n d i c a t o r s  w i l l  a l s o  be addressed by 
t h e  va r ious  s p e c i a l  eva lua t ions ,  and t h e  f i n a l  e v a l u a t i o n  plan  will be 
designed to minimize survey burdens on b e n e f i c i a r i e s ,  m u n i c i p a l i t i e s ,  and 
o t h e r  p r o j e c t  p a r t i c i p a n t s .  

For t h e  o f f - s i t e  i n f r a s t r u c t u r e :  
Number o f F m e t e r s  i n  place of l a r g e  c o l l e c t o r s .  
S t a t u s  of sewage treatment plant . .  



PROJ Eff AWIEY S ES 

A. Financial  a n a l y s i s  

1. Financial  p lanning 

The HG loan of $25 m i l l i o n  w i l l  provide f lnancing f o r  $113.28 m i l l i o n  of 
p ro jec t  e o s t s  p lus  46-72 m i l l i o n  t o  c a p i t a l i e 2  i n t e r e s t  payments. Of the 
t o t a l  HG funds a l l oc&ted  f o r  c a p i t a l  c o s t s  (whish i s  equal t o  44 percent of 
p ro j ec t  cos t s ) ,  $11.52 m i l l i o n  w i l l  be d i rec ted  t o  f inancing t h e  upgrading of 
Dersa and Samsa I. Another $4.62 mi l l i on  w i l l  be used t o  f inance  t he  s i t e  and 
se rv ices  component, whi l e  $1.3 mi l l i on  is  a l l oca t ed  t o  f inancing o f f  - s i t e  
improvements which can be charged d i r e c t l y  t o  the pro j ec t .  F ina l ly ,  am 
add i t i ona l  $700,000 w i l l  be used t o  a s s i s t  t he  municipal i ty  of Tetouan i n  the  
procurement of equipment and technical  ass is tance.  Amounts funded by HG may 
be reapportioned between t h e  project  components a s  may be necessary i n  the  
course of p ro jec t  development. 

Beneficiary advance payments, which a r e  t he  second l a r g e s t  source of financing 
a f t e r  the  MG, w i l l  con t r i bu t e  44 percent of p ro jec t  f inancing o r  $14.28 
mi l l ion .  In  t he  upgrading component, each benef ic iary w i l l  con t r i bu t e  $500, 
which w i l l  generate $3.75 mPllfon i n  advance payments. Property owners 
benef i t ing from urban improvements associated with t he  ZAC component w i l l  
con t r ibu te  $1.03 mi l l i on ,  while the  benef ic ia r ies  of t he  s i te  and s e m i c e s  
component w i l l  make advance payments t o t a l i n g  $9.5 mi l l ion ,  

The FEC w i l l  nake a loan  from i t s  own resources t o  f inance an  additional $7.82 
mi l l i on  i n  p ro jec t  cos t s ,  equal t o  19 percent of t o t a l  p ro jec t  eos t s ,  which 
w i l l  be used t o  f inance most of the  o f f - s i t e  improvements ($3.92 mil l ion)  and 
the  purchase of p r iva t e ly  held  land i n  the  Samsa 11 s i t e  ($3.90 mil l ion) .  The 
remaining f i n a n c i a l  source ($1 mi l l i on )  w i l l  cons i s t  of an AID gran t  t o  fund a 
number of technfca8 assdatanee a c t i v i t i e s .  

The project  i s  expected t o  be implemented over a f i v e  year period. Project 
phasirng w i U  be programmed t o  maximize use of benef ic iary down payments and 
the FEC loan and thereby rnfnb ize  f i nanc i a l  carrying charges on t h e  HG loan 
resources t o  t he  benef i t  of t he  FEC. Approximately 10 percent of a l l  funds 
w i l l  be w e d  i n  the fAfs t  year ,  and does not requi re  any drawdown of HG 
funds. I n  the  second and t h i r d  years  $23.21 mi l l i on  w i l l  be draundswn, 
representing 56 percent of project  f inancing and during t he  remaining two 
years,  $14.21 mABIPon w i l l  be disbursed, accounting f o r  34 percent of 
f inancing . 

2. Financial  arrangements: 

W i l e  the  lemd%ng r a t e  f o r  the  He loan  w i l l  be determined a t  t h e  t h e  of 
con t rac t  negot ia t ion,  i t  was assumed tha t  the  r a t e  f o r  t h i s  loan  w f l l  be a t  a! 

fiseei i n t e r e s t  r a t e  sf 12 pereenr, f o r  39 years,  and a grace period on 
pr inc ipa l  payments of 1 0  years.  The FEC w i l l  receive t he  loan  i n  dirhams 
through the  Ministry of Finance, which w i l l  receive the  d o l l a r s  and assume the  
fore ign  exchange rdsk.  PEC w f l l  lend dirhams t o  the Municipality of Tetouan 
a t  a 10 percent i n t e r e s t  r a t e  f o r  10 years,  regardless  of t h e  source of i ts 
funds. FEC may provide a t h r ee  year grace period on p r inc ipa l  and i n t e r e s t  on 
%es i n t e rna l ly  generated funds only. 



I n t e r e s t  payments on t h e  HG l o a n  w i l l  be c a p i t a l i z e d  u n t i l  mid-1990, based on 
t h e  expected disbursement schedule  ( see  t a b l e  G - 3 GZ Annex G). amount 
of t h e  HG loan reserved t o  make i n t e r e s t  p a p e n z e  dur ing the i n i t i a l  f o u r  
y e a r s  w i l l  t o t a l  $6.72 m i l l i o n ,  of  which about $900,000 i s  a con t ingen t  
reserve i n  t h e  event  t h e  disbursement schedule speeds up o r  p r o j e c t  c o s t s  r i s e .  

3. Cost recovery a s p e c t s  

Project .  cash  f low f o r  t h e  BG l o a n  is p o s i t i v e  (See Table G - 4, Annex G). 
This p o s i t i v e  f low r e s u l t s  from t h e  d i f f e r e n t i a l  between t h e  longer  term, 1 0  
y e a r  i n t e r e s t  only BG loan, and t h e  s h o r t e r  term, f u l l  a m o r t i z a t i o n  FEC l o a n  
t o  t h e  Municipali ty.  Current ly  t h e  c o s t  of c a p i t a l  f o r  t h e  p resen t  mix of FEC 
i n t e r n a l  funds i s  approximately 7 pe rcen t ,  which i s  3 p o i n t s  lower than the 
expected i n t e r e s t  r a t e  on t h e  l o a n  t o  Municipali ty,  wi th  t h e  spread covering 
i ts  opera t ing s o s t s ,  

The higher  i n t e r e s t  on t h e  HG I ~ a n ,  1 2  percent  vs  10 percent  on t h e  FEC loan,  
produces a negat ive  2 percent spread. Neverthefess, investment of t h e  
proceeds from t h e  p o s i t i v e  cash  f low w i l l  genera te  s u f f i c i e n t  income t o  
o f f - se t  t h e  l o s s  from t h e  nega t ive  i n t e r e s t  r a t e  spread.  The r e s u l t i n g  l o s s  
over t h e  f i r s t  t h r e e  yea rs  w i l l  be o f f - se t  by a g a i n  i n  t h e  f o u r t h  yea r ,  and 
from t h e  f i f t h  yea r  onward, PEC opera tes  i n  t h e  b lack under t h e  BG program. 
Reinvestment of t h e  reflows is c r u c i a l  t o  maintaining t h e  f f n a n c i a l  
f e a s i b i l i t y  of t h e  HG loan  fn p a r t i c u l a r  and t h e  p r o j e c t  i n  genera l .  

4. I n t e r e s t  r a t e  cons ide ra t ions  

Borrowing raees  increased by 2 percent  on t h e  average on A p r i l  1, 1985. The 
c o s t  of c a p i t a l  f o r  C I H  and o t h e r  f i n a n c i a l  i n s t i r u t i u n s  today ranges from 1 2  
t o  13 percent  f o r  medium and long-term bonds, which i s  t h e  same range i n  which 
a f ixed  r a t e  HG l o a n  might be con t rac ted  today. Lending r a t e s  f o r  housing 
mortgages o f f e r e d  by CIH a r e  16 percent  f o r  p r o p e r t i e s  w i t h  a value  i n  excess 
of $50,000. CIH borrowers wi th  lower valued p r o p e r t i e s  may pay a s  l i t t l e  as 8 
percent ,  due t o  a GOM i n t e r e s t  r a t e  buydown f o r  lower and middle income 

- fami l i e s .  Munie ipal f t ies  o b t a i n  loans  from FEC a t  a 1 0  percent  i n t e r e s t  r a t e ,  
which is  t h e  same r a t e  expected under t h i s  p ro jec t ,  whi le  t h e  Minis t ry  of 
Housing is  providing 7 percent  loans  under the  HG-002 program, which i s  
s i g n i f i c a n t l y  lower than t h e  rate proposed under t h i s  p r o j e c t .  

Real i n t e r e s t  r a t e s  f o r  housing f inance  and housing mortgagee a s  r e l a t e d  t o  
t h e  rate s f  i n f l a t i o n  have been f l u c t u a t i n g  over t h e  p a s t  few years .  In  1984, 
t h e  r e a l  i n t e r e s t  r a t e  f o r  CIH borrowings was minus 1 percen t ,  whi le  i n  1985 
i t  i s  expected t o  be p lus  1 percent .  The r e a l  i n t e r e s t  r a t e  on C I H  loans  has  
almost always been p o s i t i v e ,  wi th  t h e  r a t e  expected t o  r i s e  t~ 4 percent  t h i s  
year .  



The a f f o r d a b i l i t y  analyees  f o r  t h e  major p ro jec t  components are ca l cu1a t~ 'd  
d i f fe ren t ly .  In  the  upgrading component, b e n e f i c i a r i e s  make an i n i t i a l  DH 
5,000 advance payment, r ece ive  another DH 5,000 a s  a cross-subsidy,  and 
finance t he  remainder of t h e  betterment aseeesmene through monthly payments 
over a 10  year period. Since most of these  f ami l i e s  have financed the  
construction of t h e i r  homes without t he  bene f i t  of c r e d i t ,  t h t s  monthly 
payment i s  assumed t o  be t h e  l a rged t  housing-related charge aga ins t  t h e i r  
incomes. However allowance has  a l s o  been made f o r  payment of taxes ,  u t i l i t i e s  
end maintenance. 

For benef ic ia r ies  of the s i t c s  and se rv i ce s  p ro j ec t ,  t h e  se rv iced  p l o t  w i l l  be 
purchased w!ck s e r i e s  of lump-sum payments over t h e  implementation phase of 
the  project ,  a t  t h e  end of which time the  purchaser rece ives  t i t l e  t o  the  
plot .  A t  t h a t  point ,  the  purchaser may obtafn c r e d i t  t o  bu i l d  a home on the  
serviced l o t .  

In  the ZAC pro jec t  p r iva t e  land owqers w i l l  f inance t h e  o f f s i t e  se rv ic ing  of 
t h e i r  p ro jec t  site and will then e i t h e r  develop t h e  s i t e  o r  s e l l  i t  off t o  
other  p r iva te  developers. The ZAC ~ i t e  has bee3 zoned f o r  small  p l o t  s i z e  
development (low income housing). The f i n a n c i a l  terms f o r  construct ion of a 
basic  core u n i t  t o  t h e  u l t ima te  benef%ciary should be s i m i l a r  t o  those on t he  
s i t e s  and serv ices  component. 

~ 1. The upgrading component 

The project  has been designed t o  maintain as low a l e v e l  of s h e l t e r  expenses 
per household a s  possible  given the  s i t e  layout  and expense of 
in f ras t ruc ture .  Project  designers  have taken i n t o  account t h a t  fami l ies  have 
already invested s u b s t a n t i a l  amounts i n t o  t h e  cons t ruc t ion  of t h e i r  homes and 
therefore  should not be expected t o  have l a rge  sums of c a p i t a l  ava i l ab l e  t o  
reimburse pro jec t  investments, Expenses have been minimized by l im i t i ng  
i n f r a s t ruc tu re  improvements f o r  the  upgradfng pro jec t  t o  primary and seco~idary 
services .  Ter t ia ry  s e rv i ce  i s  t o  be provided by the  bene f i c i a r i e s  themselves. 

The project  design requi res  t h a t  each benefic%ary make a n  advance payment of 
5000 DH which the  Municipali ty w i l l  use as pare of t h e  projece financlng.  The 
5000 Dl3 amount was determined t o  be a reasonable amount of cash :hat 
benef ic ia r ies  could mbbilize i n  a r e l a t i v e l y  sho r t  per iod of t h e  based upon 
three  fac tors :  a) 500Q DH i n  most cases  represen ts  l e s s  than  10% o f  the t o t a l  
value of t h e i r  ex i s t i ng  s h e l t e r ;  b) Pump sum downpayments have been 
successfully appl ied and worked i n  o ther  upgrading p r o j e c t s  i n  Morocco (Douar 
Dsum-Rabat; Ben M'Sik Casablanca); c )  es t imates  i n  t h e  Idaster Plan t h a t  
households with  a monthly income of DH 1000 i n  1981 could mobilize 
approximately DEf 4000 a year  over a t h r e e y e a r  per iod t o  purchase land,  



The mount of the  balance of t h e  betterment assessment depends on *ether t h e  
beneficiary is s property owner or not. If a property owner, t h e  assumption 
i e  t h a t  he has paid  f o r  t he  l o t ,  and t h e r e f o r e  h i s  assessment w i l l  be DZf 5,000 
l e s s  than tha t  of a non-omer, who by h i s  p a r t i c i p a t i o n  i n  t h e  upgrading 
e f f o r t ,  w i l l  eventual ly  become a property owner, Af te r  t h e  advance p a p e n t ,  
the  balance on each betterment assessment wdl l  be e i t h e r  Dl3 8,160 or DH 
13,160. I f  no cross-subsidy is  provided, t h e  monthly payment will be I)FI 173 
or D1I 234 (at a 10% interest rate f o r  10 yea r s ) ,  Added t o  t h a t  i s  an 
estimated average of DM 100 per  month f o r  o t h e r  houszng-related expenses such 
a s  u t i l i t i e s ,  t axes  and maintenance. ' K l s  amount i s  based on Schfma Bi rec teur  
f i gu re s  from 1981 and adjusted upward t o  1985 amounts. Assuming households 
can afford a maximum of 25% of t h e i r  repor ted  monthly income f o r  a l l  
housing-related expenses, these  es t imates  i n d i c a t e  households must have 
minimum incomes of DH 1100, f o r  those who a l ready  own t h e i r  property,  and DH 
1336, f o r  those who must purchase i t .  

If a cross-subsidy of DH 5,000 t o  each benef ic ia ry  i e  provided a s  expected, 
then the  monthly payments including t h e  DH 100 f o r  o the r  housing exp, a r e  
reduced t o  DB 207 and DH 273, which a r e  a f fo rdab le  t o  f ami l i e s  earnfng DH 828 
and DH 1092 monthly, respectively.* A t  a l l  of these  monthly payment r a t e s ,  
the  project  i s  a f fordable  t o  bene f i c i a r i e s  below the  medim income for Tetouan 
a s  a whole, est imated at DH 1400 i n  1985 based on Master Plan f i g u r e s  f o r  1981 
iacomes, 

2. The sites and se rv ices  component 

The project  design of t he  S i t e s  and Services  component w i l l  r e s u l t  i n  the  
c rea t ion  of approximately 4000 80 m2 p l o t s  which w i l l  be d i r ec t ed  towards 
meeting the demand of lower income famif ies ,  Pro jec t  designers  were c a r e f u l  
t o  l i m i t  the s3ze of the  p l o t s  i n  order  t o  discourage competi t ion from higher  
iocsme groups f o r  whom 200 m2 l o t s  w i l l  be made ava i lab le .  A t  225 DR/nr2 
($22.50) the 80 m2 serviced p l o t s  w i l l  c o s t  18000 DH ($1800). According t o  
the Master Plan f o r  Tetouan i n  1981 unserviced p l o t s  i n  c landes t ine  
neighborhoods c o s t  a s  much a s  250 DH/m2 (425.00). Fu l ly  s e n i c e d  p l o t s  were 
s e l l i n g  for 400 t o  500 DH/m2 ($40.00 - $50.00). Benef ic ia r ies  who purchase t h e  
p lo t s  w i l l  make th ree  annual payments of 6000 Dl4 ($600) each over a t h r e e y e a r  
period. Experience t o  da te  with the  FNAET program and the  Core Housing 
Program i n  Tetouan demonstrate the  a b i l i t y  and wi l l ingness  of Low fncome 
f a m i l i e s  so make lump sum downpayments for  t h e  eventual  a c q u i s i t i o n  of a 
serviced plot  o r  core  housing un i t .  The Municipali ty of Tetouan w i l l  
c a r e fu l ly  screen appl ica t ions  f o r  purchase of serviced p l o t s  i n  o rde r  t o  
ensure tha t  the incomes of po ten t ia l  purchasers f a l l  with in  t h e  t a r g e t  group 
f o r  which t h i s  p ro jec t  component is intended, i .e . ,  below t he  median fncome 
f o r  Tetouan as B whole. 

Beneficiaries of t he  s i te  and se rv ices  component would g a i n  t i t l e  t o  t h e i r  l o t  
once the  f t n a l  advance is paid and the  t i t l e  recorded. They would then be 
e l i g i b l e  t o  secure a loan t o  f inance t h e  cons t ruc t ion  of a dwelling u n i t ,  
probably w i t h  financing from CIB.** B bas i c  dwelling u n i t  of 35 m2 would 



For those fami l ies  ab l e  t o  mobilPte t h e  f u l l  amount t o  be recovered, t h e  
Municipalaty may propose t h e  op t ion  of t h e i r  making one lump e m  payment. 
cost i n  the  DH 25,800 range, and based on C I H  loan terms f o r  t h i s  type  and 
cos t  of u n i t  (8X,  15 years ,  10% down payment), t h e  monthly payment would be 
approximately DH 300. Families with incomes of DH 1,200 (below t h e  median 
Income of Tetouan) could a f f o r d  a loan of t h i s  nature.  'Kis assumption i s  
supported by f indings  of t h e  Master Plan of Tetouan which s t a t e s  t h a t  f ami l i e s  
i n  the  1000-1500 DH monthly income category can a l l o c a t e  about 24X of t h e i r  

'monthly revenue t o  she l te r - re la ted  payments (exclusive of t h e  secondary 
sources of ava i l ab l e  c a p i t a l ) .  

* The pro jec t  d e ~ i g n  includes  t h e  add i t i ona l  use ~f revenues generated from 
t h e  s i t e s  and se rv ices  subproject  t o  subs id ize  payments made by b e n e f i c i a r i e s  
whose monthly income does not permit them t o  meet the  proposed repayment 
schedule. It is estimated t h a t  less than 10X of the  f ami l i e s  w i l l  be i n  t h i s  
category . 
** In  1983 the  World Bank opened up a $51 mi l l i on  l i n e  of c r e d i t  wi th  t h e  
C I H  (Cr id i t  Prnmobilier et H i 3 t e l i e r )  t o  provide financing f o r  p r i v a t e  and 
para-s ta ta l  developers i n t e r e s t e d  i n  bui lding low income housing. S t r i c t  
c r i t e r i a  f o r  the  program were es tab l i shed  which included four  ca t ego r i e s  of 
housing un i t s .  These were: cpre  housing, s h e l l  housing, small  completed 
u n i t s ,  and apartments o r  multi-family u n i t s .  E l ig ib le  p l o t  s i z e s  f o r  
individual  u n i t s  ranged from 65112 t o  a maximum of 100 m2. B u i l t  up a r e a  per 
u n i t  ranged from approximately 35 m2 t o  75 m2. Pn addi t ion ,  e l i g i b l e  cos ts  
per m2 and s a l e s  p r ices  a r e  f ixed  and adjusted year ly  according t o  t h e  c o s t  of 
l i v i n g  index. The maximum s a l e s  p r i ce  f o r  the  most complete u n i t  is now 
around $10,000. A s  of l985, about ha l f  t he  l i n e  of c r e d i t  had been used with 
most loans having been made t o  E U C ' s  and para-s ta ta l  developers. C I R  a l s o  
provides mortgage lending t o  t he  benef ic fa r fes  sf these  p ro j ec t s .  

3. ZAC - 
The pr iva te ly  held land t h a t  w i l l  be given access  t o  s e rv i ce s  i s  zoned f o r  low 
income h o u s i x  use. It i s  assumed t h a t  p r iva t e  landowners and developers w i l l  
s e l l  t h e i r  l o t s  a t  m a ~ k e t  p r i ce s  t o  fami l ies  whose incomes a r e  i n  t h e  median 
income range. Because the  a v a i l a b i l i t y  of affordable  serviced land has  been a 
prime f ac to r  i n  the  growth of t he  c landest ine  s ec to r ,  i t  is  assumed t h a t  
serviced t r a c t s  of land w i l l  f i nd  a demand i n  the  market. The A N R I  w i l l  
monitor the  ZAC development t o  insure  t h c t  standards appl ied t o  s i t e  
development meet the  design c r i t e r i a  es tab l i shed  by the  CIB i n  order  t o  
qua l i fy  f o r  construction/mortgage financing.  As s t a t e d  e a r l i e r ,  CIN f inancing 
terms f o r  a basic  core u n i t  would be a f fordable  f o r  f ami l i e s  below the  median 
income. 



C. Economic and Debt Risk Analysis 

P. Overview and summary 

The proposed p r o j e c t  t o  be f inanced i n  l a r g e  part. through t h e  HG loan 
represen t s  a n  a t t r a c t i v e  economic oppor tun i ty ,  While t h e  e m p i r i c a l  evidence  
pe r t a in ing  t o  Morocco i t s e l f  is s c a n t ,  what we know about  housing inves tments  
i n  developing c o u n t r i e s  i n  g e n e r a l  and t h e  Moroccan e i t u a t l o n  i n  p a r t i c u l a r  
suggests  t h a t  t h e  proposed p r o j e c t s  w i l l  y i e l d  s i g n i f i c a n t  n e t  economic 
b e n e f i t s  i n  f i v e  major a r e a s :  

(1) employment and income e f f e c t s  a r e  l i k e l y  t o  be impor tan t ,  both  o v e r a l l  
and i n  t h e i r  d i s t r i b u t i o n a l  impacts ,  

( 2 )  a s  designed, t h e  p r o j e c t  f inanc ing  arrangements are not  on ly  
c o n s i s t e n t  w i t h ,  b u t  c o n t r i b u t e  diuectl:? t o  t h e  f i n a n c i a l  s e c t o r  and 
o the r  economic p o l i c y  r e f o m s  now underway, 

( 3  t he  p r o j e c t  w i l l  c o n t r i b u t e  t o  r e source  m o b i l i z a t i o n  by encouraging 
investments i n  t h e  a r e a  by r e s i d e n t s ,  

( 4 )  t he  BG l o a n  r e p r e s e n t s  a n  important  source  of f o r e i g n  exchange d u r i n g  
a per iod  of acuze seed, 

( 5 )  t he  p r o j e c t  w i l l  c o n t r i b u t e  d d r e c t l y  t o  Moroccots r e g i o n a l  development 
o b j e c t i v e s  by suppor t ing  development i n  one of t h e  coun t ry ' s  l e s s  
developed regions .  

Properly managed, t h e  p r o j e c t  can  have a p o s i t i v e  impact beyond t h e  s h e l t e r  . 
sec to r .  

Ehpfoyment and income e f f e c t s  

With respect  t o  employment end income, economic a n a l y s i s  cus tomar i ly  
d i s t ingu i shes  between t h e  short-term impacts  of  t h e  c o n s t r u c t i o n  i t s e l f ,  and 
the  long-term impacts of improved s h e l t e r .  Much of  the  a t t e n t i o n  has focused 
on the  immediate consequences of the  investment,  r a t h e r  than on economic 
b e n e f i t s  flowing from higher-qual i ty  housing s e r v i c e s .  

With r e spec t  t o  c o n s t r u c t i o n ,  t h e  a v a i l a b l e  evidence  f o r  developing c o u n t r i e s  
suggests  a number o f  conclusions.  Most impor tant ly ,  housing c o n s t r u c t i o c  
appears t o  c r e a t e  more jobs  per  d o l l a r  inves ted  than ,  say ,  manufacturing.  
Moreover, a h igher  percentage of t h e  jobs c r e a t e d  i s  f o r  u n s k i l l e d  l abor .  
Construction has o f t e n  provided the  en t ry - l eve l  jobs  f o r  migran t s  from t h e  
countryside t o  t h e  cit ies.  

Housing investment a l s o  appears t o  have an income m u l t i p l i e r  t h a t  i s  t y p i c a l l y  
above the average for a l l  types  of investment. E n p i r i c a l  e s t i m a t e s  of t h e  
m u l t i p l f e r  f o r  a number of developing c o u n t r i e s  glace i ts  v a l u e  at roughly 
two, Both the  h igh l a b o r  i n t e n s i t y  of c o n s t r u c t i o n  and f t s  low import con ten t  
con t r ibu te  t o  t h e  s i z e  of t h e  m u l t i p l i e r .  



These genera l  conclus ions  a r e  l i k e l y  t o  hold f o r  Morocco. The country ' s  
c o n a t r u c t i o n  i n d u s t r y  has  been i n  d e c l i n e  since t h e  l a t e  1970's.  In f a c t ,  
s t f m u l a t i o n  of t h i s  i n d u s t v  has  been dec la red  one of t h e  major o b j e c t f v e s  of 
economic po l i cy  f o r  Morocco. The c u r r e n t  slump is l i k e l y  t o  have generated 
arcme excese c a p a c i t y  -whish  should a l low f o r  the e x p l o i t a t i o n  of t h e  
employment and income generat ing p o t e n t i a l  without  l ead ing  t o  any i n f l a t i o n a r y  
pressures .  

The des ign  of t h e  p r o j e c t  shouki a l s o  encourage p r i v a t e  s e c t o r  development, 
p a r t i c c l a r l y  among smal l  and medium-size en t , e rp r i sea .  These e n t e r p r i s e s  tend 
t o  be involved i n  d i sp ropor t iona te  numbers fn any c o n s t r u c t i o n  a c t i v i t y ,  
p a r t i c u l a r l y  low-income housing cons t ruc t ion  and upgrading. 

Long-term employment and income e f f e c t s  from improved s h e l t e r  i n  t h e  Tctouan 
p r o j e c t  a r e  more d i f f i c u l t  t o  assess. General ly,  s t u d i e s  have found some - 
a l b e i t  genera l ly  weak - impacts of t h i s  na ture .  In  t h e  case  of t h e  proposed 
p r o j e c t ,  s a n i t a r y  improvements f o r  both r e s i d e n t s  of t h e  p r o j e c t  a r e a  and 
r e s i d e n t s  c u r r e n t l y  a f fec ted  by improper d i s p o s a l  of sewage a r e  l i k e l y  t o  
c o n t r i b u t e  t o  b e t t e r  h e a l t h  and poss ib ly  hfgher  p roduc t iv i ty .  

With respec t  t o  long-term employment and income e f f e c t s ,  t h e  major element is 
l i k e l y  t o  be commercial development t h a t  forms a n  i n t e g r a l  pa re  of t h e  p r o j e c t  
design.  In a d d i t i o n ,  t h e  p ro jec t  w i l l  r e s u l t  i n  s ig r t i z i can t  improvements i n  
t h e  e s t h e t i c  appearance of the  c i t y  and i t s  e n v i r o m e n t  a s  w e l l  a s  i t s  
c a r r y i n g  capac i ty ,  both precondit ions f o r  a n  expansion of t o u r i s t  t r a f f f c .  
The p r o j e c t  could the re fo re  c o n t r i b ~ t e  t o  inc reased  employment and income 
assoc ia ted  wi th  increased tourism. 

3,  Financ ia l  s e c t o r  reform and r e l a t e d  i s s u e s  

The p r o j e c t  des ign  incorpora tes  severa l  p r i n c i p l e s  t h a t  r e l a t e  both t o  t h e  
f i n a n c i a l  s e c t o r  reform cur ren t ly  underway and t o  other a s p e c t s  of economic 
po l i cy  reform. The app l i ca t ion  of these  p r i n c i p l e s  can c o n t r i b u t e  
s i g n i f i c a n t l y  t o  t h e  progress of these  reforms. Severa' a r e a s  can be 
i d e n t i f i e d .  

(1) The f i n a n c i a l  arrangements f a r  t h e  proposed p r o j e c t  emphasize 
t h e  p r i n c i p a l  of p r i c i n g  c a p i t a l  as c l o s e  a s  p o s s i b l e  t o  i t s  " t rue"  economic 
c o s t .  Although o t h e r  c r i t e r i a  may m i l i t a t e  a g a i n s t  t h a t  p r i n c i p l e  i n  s p e c i f i c  
cases, i t s  very  acceptance c o n s t i t u t e s  a depar tu re  from p a s t  p r a c t i c e  of 
providing s u b s i d i e s  through lower p r i c i n g  wi th  l i t t l e  regard f o r  t h e  impacts 
of sueh hidden s u b s i d i e s  on t h e  e f f i c i e n c y  of r esource  a l l o c a t i o n .  The 
p r o j e c t  c l e a r l y  p e r t a i n s  only t o  a  very smal l  segment of t h e  f i n a n c i a l  sec to r :  
even so ,  t h e  s i g n a l  va lue  can be s i g n i f i c a n t .  Moreover, t h e  p r o j e c t  w i l l  
c o n t r i b u t e  t a n g i b l y  t o  t h e  development of i n s t i t u t i o n a l  i n f r a s t r u c t u r e s  and 
s tandard  mechanisms f o r  c o s t  recovery t h a t  can be a p p l i e d  t o  s l m f l a r  ,asks. 



(2) The p ro jec t  des ign  a l s o  emphasizes t h e  Importance of adequate 
c o s t  recovery mechanisms and cont inuing f i m n c i a P  v i a b i l i t y .  Such am emphasis 
has  been sad ly  lacking i n  pub l i c  investment planning and p u b l i c  eeroSce 
p rov i s ion  i n  Horocco - mostly wi th  re fe rence  t o  wfdespread pover ty  a d  t h e  
p r o h i b i t i v e  t r a n s a c t i o n  c o s t s  of recover ing e o s t s ,  By b u i l d i n g  c o s t  recovery 
mechanisms I n t o  t h e  design,  t h e  p r o j e c t  w i l l  demonstrate t h e  importance as 
w e l l  as t h e  f e a s i b i l i t y  of such mechanisms. Again, t h e  p r e c i s e  e c o n d c  v a l u e  
of such a demonstration is d i f f i c u l t  o r  even impossible t o  a s a e s s ,  L t  should 
not be neglected i n  t h e  a p p r a i s a l  of t h e  p r o j e c t ,  though. 

4. Resource mobi l i za t ion  

The p r o j e c t  incorpora tes  t h e  p r i n c i p l e  of r e s i d e n t  involvement i n  cons t ruc t ion  
and f inancing.  This f a c t o r  w i l l  c o n t r i b u t e  t o  t h e  m o b i l i z a t i o n  s f  savings f o r  
t h e  r e s i d e n t s  of t h e  p ro jec t  a rea .  Its Impact w i l l  be enhanced by t h e  
c l a r i f i c a t i o n  of l e g a l  c la ims and t i t l e s  t h a t  form p a r t  of t h e  p r o j e c t .  By 
reducing t h e  r i s k ,  i t  w i l l  encourage a d d i t i o n a l  investment by r e s i d e n t s .  
Prel iminary es t ima tes  of t h e  magnitude of r e s i d e n t  investments i n  t h e  a rea  
suggest  a "mul t ip l i e r "  e f f e c t  i n  t h e  o rder  of 1 0  - f o r  every dirham of publ ic  
investment, r e s i d e n t s  w i l l  i n v e s t  9 dirhams i n  f i  n a l  cons t ruc ted  u n i t s .  

This mobi l i za t ion  of resources represen t s  an  important c o n t r i b u t i o n  t o  t h e  
s t r u c t u r a l  adjustment e f f o r t s .  Domestic resource m s b i l i z a t i o n  f i g u r e s  high on 
t h e  l is t  of po l i cy  p r i o r i t i e s  agreed upon by t h e  GOM and t h e  World Bank. 

5. Foreign exchange b e n e f i t s  

The HG l o a n  f o r  t h e  proposed p r o j e c t  r epresen t s  a p o t e n t i a l l y  important  source 
of f o r e i g n  exchange f o r  t h e  Government of Morocco, a t  Lest  on t h e  margin, 
dur ing a period s f  s t a b i l i z a t i o n  and s t r u c t u r a l  adjustment.  A s  fo reseen  i n  
t h e  c u r r e n t  des ign,  much of t h i s  l o a n  w i l l  be drawn down d u r i n g  a d i f f i c u l t  
period charac te r i zed  by debt rescheduling and extreme shor tages  of fo re ign  
exchange, A s  suggested i n  t h e  debt  r i s k  a n a l y s i s ,  repayment of t h i s  loan w i l l  
commence only a f t e r  Morocco should have weathered t h e  storm and w i l l  have 
improved i t s  debt  s e r v i c e  capac i ty  s i g n i f i c a n t l y .  

The l i k e l y  terms f o r  the  MG l o a n  make i t  a n  a t t r a c t i v e  source  of fo re ign  
exchange. By combining commercial and concessional  elements,  t h e  l o a n  i s  
c o n s i s t e n t  with GOM t a r g e t s  f o r  new debt .  The longer  terms negotiated f o r  HG 
loans  a l s o  mean a lower and l a t e r  debt  service impact, 

6. Regional development impl ica t fons  
* 

The Government of Morocco i s  committed t o  a pol icy  of reduclng regional 
d e s p a r i t i e s .  Tetouan forms p a r t  sf a region of t h e  country  t h a t  i s  genera l ly  
considered t o  f a l l  below t h e  n a t i o n a l  average i n  terms of v a r i o u s  i n d i c a t o r s  
of economic and s o c i a l  well-being, Enployment and income e f f e c t s  a s  wel l  a s  
t h e  development of r e levan t  i n s t i t u t i o n a l  c a p a b i l i t i e s  f o r  Tetouan and i t s  
h in te r l and  should the re fo re  c o n t r i b u t e  t o  t h e  GOM's r e g i o n a l  devefopment goals, 



7. Debt Risk Analysis  

Wnrocso i s  c u r r e n t l y  going through a d i f f i c u l t  per iod of s t a b i P i z a t i o n  and 
s t r u c t u r n l  adjustment. h b i t i o u s  publ ic  investment programs i n  t h e  second 
h a l f  of t h e  1970'6, a  cont inuing drought s i n c e  then,  and t h e  country ' s  
dependence on imported o i l  have contr ibuted t o  a s w e l l i n g  c u r r e n t  account 
d e f i c i t .  To f inance  t h e  f o r e i g n  exchange gap, Morocco h a s  r e l i e d  heavi ly  on 
e x t e r n a l  borrowing, Increas ingly ,  i t  turned t o  p r i v a t e  l enders .  This t r end ,  
toge the r  with g e n e r a l l y  worsening f i n a n c i a l  cond i t ions  worldwide, meant t h a t  
average loan cond i t ions  have hardened considerably.  I n  1984, t o t a l  disbursed 
deb t  surpassed t o t a l  CDP (amounting t o  some 108 percent  of  GT)P). Unable t o  
s u s t a i n  the debt  s e r v i c e ,  Morocco sought and received a reschedul ing of i ts 
e x t e r n a l  debt  f o r  t h e  period 1983 - 1984. The GOM has  reques ted  a f u r t h e r  
rescheduling of o f f i c i a l  and commercial debt  due i n  1985 and 1986. 

In 1983, Morocco a l s o  negot ia ted  an IMF Stand-By Arrangement providing SIB 300 
m i l l i o n  f o r  an  18month  per iod.  Negotiations have been v i r t u a l l y  completed 
wi th  t h e  IMF f o r  another  Stand-By Arrangement through e a r l y  1987, f o r  an 
amount of SDR 225 m i l l i o n .  I n  f a c t ,  Morocco i s  now one of t h e  major borrowers 
from t h e  IMF, ranking f i f t h  i n  t e r n s  of its use of IMF c r e d i t  a s  a  percentage 
of i t s  quota. 

The p ro jec t  f inanc ing  arrangements a r e  designed t o  s o f t e n  t h e  debt  s e r v i c i n g  
impact of t h e  l o a n  i n  the  e a r l y  yea rs  of t h e  program. S p e c i f i c a l l y ,  the  
des ign  assumes a g race  per iod f o r  t h e  repayment of t h e  p r i n c i p a l  of t e n  yea rs ,  
and a grade per iod of t h r e e  yea rs  f o r  any i n t e r e s t  payments - f o r  which 
success fu l  precedents e x i s t .  The grace per iod on i n t e r e s t  payments impl ies  
t h a t  i n t e r e s t  due w i l l  be c a p i t a l i z e d ,  thus  the f u l l  amount of t h e  loan w i l l  
not  be a v a i l a b l e  f o r  p r o j e c t  f inancing,  s i n c e  some of t h e  t o t a l  debt  w i l l  be 
c a p i t a l i z e d  i n t e r e s t .  

Rellance on a g race  period f o ~  i n t e r e s t  payments wculd de lay  t h e  beginning of 
deb t  s e n i c i n g  on t h i s  l o a n  u n t i l  mid-1990. Any concre te  assessment of t h e  
debt  r i s k  f o r  t h e  praposed HG loan the re fo re  revolves  ?round t h e  i s s u e  of 
whether Morocco w i l l  be a b l e  t o  handle i t s  debt  serv'ce a t  t h a t  time without 
d i f f i c u l t y .  Some i n d i c a t o r s  h e l p  i n  making t h i s  assessment. 

F i r s t ,  Morocco's expor t  p o t e n t i a l  i s  promising. While i t  has  been barely 
t e s t e d ,  l a r g e l y  because of p o l i c i e s  favoring import s u b s t i t u t i o n ,  t h e  
country ' s  e n t r e p r e n e u r i a l  t a l e n t  and a well-educated l a b o r  f o r c e  provide a 
b a s h  f o r  optimism. Frel iminary i n d i c a t i o n s  a r e  t h a t  Morocco's economy has 
responded p o s i t i v e l y  t o  t h e  pol icy  changes designed t o  promote expor ts .  A 
major new USAU) i n i t i a t i v e  w i l l  provide support  t o  inc reased  expor t s  through 
expor t  c r e d i t  insurance  and o t h e r  f i n a n c i a l  s e r v i c e s  f o r  e x p o r t e r s  (Pro jec t  
608-0189). A t  t h e  same t i m e ,  improvements i n  a g r i c u l t u r a l  performance should 
be expected t o  keep imports  from r i s i n g  a t  h i s t o r i c a l  r a t e s .  

Second, Morocco has  shown a degree of r eso lu teness  i n  dea l ing  wi th  t h e  cur ren t  
crisis t h a t  d i f f e r s  favorably  from p a t t e r n s  in e a r l i e r  c r i s e s .  While problems 
remain, t h e  GOH h a s  served no t i ce  t h a t  it in tends  t o  s t a y  t h e  course.  Under 
these  condi t ions ,  t h e  government should be a b l e  t o  put  i t s  f i n a n c i a l  house i n  
o rder  and e s t a b l i s h  t h e  b a s i s  f o r  e f f e c t i v e  debt  s e r v i c e  c a p a b i l i t i e s  f o r  t h e  
next  decade, e 



Third ,  t h e  a s s i s t a n c e  provided a s  w e l l  a e  t h e  c o n d i t i o n s  fnpoaed by t h e  IMF 
and t h e  World Bank have begun t o  c o n t r i b u t e  t o  a more e f f i c i e n t  economy and 
economic po l i cy  system. Coneequently, c u r r e n t  p r o j e c t i o n s  now i n d i c a t e  a 
r e l a t i v e  debt s e r v i c e  burden f o r  ohe beginning of t h e  1990's about equal  t o  
t h e  c u r r e n t  one a f t e r  deb t  r e l i e f .  I n  o t h e r  words, by t h e  beginning of t h e  
next  decade, t h e  country  I s  projected  t o  be a b l e  t o  s e r v i c e  i t s  debt  without 
d i f f i c u l t y .  A t  t h a t  po in t ,  t h e  r e l a t i v e l y  smal l  amount of t h e  payment on t h e  
RG l o a n  should not  pose any problems. 

(See Sect ion III.B.5 f o r  a response t o  t h e  i s s u e  r a i s e d  by t h e  NEAC on 
s t r u c t u r i n g  disbursements under t h e  HG loan.) 

D. Soc ia l  Soundness Analysis 

1. The informal housing phenomenon: 

I n  t h e  l a s t  15 y e a r s  Morocco has experienced rap id  u rban iza t ion ,  wi th  almost 
43% (8.4 m i l l i o n  persons) of the  t o t a l  popula t ion now l i v i n g  i n  urban areas .  
The d e l i v e r y  of author ized s h e l t e r  has  lagged f a r  behind, r e s u l t i n g  i n  t h e  
continued ex i s t ence  of a r e a s  c a l l e d  b i d o n v i l l e s  and t h e  more r e c e n t  and r a p i d  
development of informal housing s e t t l e m e n t s  r e f e r r e d  t o  a s  "Zones d 'Habitat  
Clandestin". Clandest ine  housing i n  Moroeco i s  d i f f e r e n t  from b idonv i l l e s  i n  
t h a t  t h e  l a t t e r  c o n s i s t s  of dense, unserviced neighborhoods of low q u a l i t y ,  
rudimentary s h e l t e r ,  whi le  t he  former a r e  made of more convent ional  bui ld ing 
m a t e r i a l s  and of  h igher  que!ity and s p a t i a l  s tandards .  

Both types  of housing s e r v e  the  needs of low income groups, wi th  c landes t ine  
housing r e s i d e n r s  having devoted more of t h e i r  f i n a n c i a l  r e sources  t o  housing 
than  b idonv i l l e  r e s i d e n t s .  

The 1983 World Bank Morocco Informal Sec to r  Rousing Study i d e n t i f i e d  five 
b a s i c  elements t h a t  t y p i f y  most c l a n d e s t i n e  neighborhoods: 

- Absence of formal au thor iza t ions  f o r  land development and 
Ind iv idua l  housing cons t ruc t ion ;  

- Inadequate p rov i s ion  of physica l  and s o c i a l  
i n f r a s t r u c t u r e ;  

- Prevalence of owner-built cons t ruc t ion  processes,  wi th  
housing development occurr ing i n  phases; 

- Lack of a  r e g i s t e r e d  t i t l e  t o  t h e  land,  which 
never the less  g e n e r a l l y  belongs t o  homeowners (through 
s a l e s  us ing t r a d i t i o n a l  c o n t r a c t s ) ;  

- Median household income 40% lower than t h e  urban median. 

The main reason f o r  t h e  development of inforrdal Rousing has  been t h e  s i z e  and 
speed of u rban iza t ion  i n  Morocco. The s p e c i f i c  form i t  has  t aken  r e s u l t s  from 
an inadequate supply of serviced land i n t e r a c t i n g  wi th  a dynamic response by 
land specu la to r s  and t h e  informal s e c t o r  t o  meet t h e  demand f o r  low-income 
housing. 



In 1961 Dessa/Sssmsa, a part of the project area, already had 1,500 
householde. By 1971 this figure had doubled to 3,000 households and 5,766 by 
the time of the 1981 census, In 1984 an estimated 9,500 households lived in 
the area with a total population of 54,000 inhabitants. Average household 
size was 5.7 persons. 

The majority of the residents built their houses in durable and solid 
construction materials. The exception is a small clu~ter of 400 bidonville 
units with 2,500 inhabitants located on one hestare of land. These houses are 
conetructed of scraps of zinc en wood frames with little evidence of 
improvement. 

Under the proposed project this site would be fully serviced and costs charged 
to the land owner as in the ZAC. The owner has agreed to sell the lots back 
to the current residents who will then be able to improve their houses. 

2. Description of the economic situation of the Dersa/Samsa 
neighborhood: 

The Project design takes into consideration a number of observations and 
conclusions which were a result of a survey undertaken by MHAT in Dersa in 
1981, a sample survey in Samsa in 1984 and the 1982 Tetoun Master Plan (SDAU). 

a. income and expenditures: 

Estimates sf household income distribution for Dersa/Samsa are based on the 
1981 survey data. Table VI-l presents estimates of 1985 household income 
distribution. Constructed from the 1981 MHAT survey this table assumes that 
household incomes increased at 8% per year (less than estimated inflation 
rates) and that the relative differences between decile groups did not change 
over the 81-85 period. 



TUBEE V I - 1  

Estimated Percentage of k r e e  Households i n  
Categories (1985) (exclus ive  of recondary 

S e l e c t e d  Hncsme 
income sources )  

Monthly Income - Estimated Percentage of Households 
DIi 420 o r  under 10% 
DH 550 o r  under 20X 
DH 628 o r  under 30X 
DX 696 o r  under 40% 
D 837 o r  under SOX 
D 977 OP under 60% 
BEll 1256 o r  under 90% 
DB 1814 o r  under 80% 
DH 4000 o r  under 90% 
DH 6000 o r  under 100% 

The median income i n  Dersa was 837 (DM) p e r  month i n  1985. This i s  
considerably  below t h e  est imated median monthly income i n  1985 f o r  Tetouan of 
1,400 ZIH exclus ive  of secondary Income. 

Other evidence i n d i e s t e e  t h e r e  i s  s u b s t a n t i a l  under repor t ing  of income and 
high degrees of inaccuracy i n  v i r t u a l l y  a11  " o f f i c i a l "  f i g u r e s .  For example, 
es t imated va lues  of e x i s t i n g  homes i n  Dersa a r e  i n  t h e  DH 50,000 - 80,000 
range. An examination of r a t e s  of home bu i ld ing  c o n s t r u c t i o n  i n  Tetouan over  
t h e  1971-1981 decade r e v e a l s  r a t e s  f a r  g r e a t e r  than  repor ted  incomes could be 
expected t o  support .  

Fur the r ,  t h e  h i s t o r y  of o t h e r  housing p r o j e c t s  r e q u i r i n g  s u b s t a n t i a l  advance 
payments from low income b e n e f i c i a r i e s  i n d i c a t e s  a c t u a l  payments g r e a t e r  than . 

what might have been expected from households w i t h  incomes as  reported:  i n  t h e  
DRHAT core  housing program i n  SamafTetouaa b e n e f i c i a r i e s  made advances of BfI 
5800; f o r  t h e  FNAET program, b e n e f i c i a r i e s  made 4-6 payments of DH 3000-DH3500 
during a n  average two year  period of s e r v i c i n g  t h e  l o t s .  I n  t h e  World Bank 
financed upgrading p r o j e c t  a t  Douar Doum i n  Rabat l a r g e  lump sum advances f o r  
land purchase were made by benef fc ia r i e s .  

' h e  a f f o r d a b i l i t y  a n a l y s i s ,  found i n  Sec t ion  V 1 . B  of t h i s  paper,  concludes 
that t h e  p ro jec t  proposed w i l l  be a f f o r d a b l e  t o  low income b e n e f i c t a r i e s .  The 
p ro jec t  design,  however, a l s o  recognizes t h a t  some propor t ion  of b e n e f i c i a r i e s  
w i l l  be unable t o  a f f o r d  even minima1 payments. Therefore ,  p rov i s ion  rill be 
made t o  use proceeds from t h e  s a l e  of se rv iced  l o t s  in o t h e r  p r o j e c t  
components t o  reduce monthly payments t o  a l e v e l  a f f o r d a b l e  t o  those  fami l i e s .  

To t h e  ex ten t  t h a t  the p r o j e c t  is  f f n a n c i a l l y  and economically sound, i t s  
s o c i a l  soundness is  a l s o  evidenced, s i n c e  t h e  p r o j e c t  to be minimally 
acceptable  must be able t o  demonstrate p o t e n t i a l  improvements i n  t h e  l i v i n g  
condf t i o n s  of t h e  t a r g e t  population. 



employment : 

Eighty-eight percent  of households ere supported by a male hcad o f  household 
and 1 2  percent by a female head of househo3.d. The survey r e s u l t s  showed a 
very  low unemployment r a t e  of 7.5 pe rcen t .  There i s  a l s o  r e p o r t e d  t o  be a 
high r a t e  of undeclared employment. mi rby-one  pe rcen t  a r e  day and u n s k i l l e d  
laborers .  Of importance t o  t h i s  p r o j e c t  i s  t h e  l a r g e  p ropor t ion  of  r e s i d e n t s  
who a r e  employed i n  t h e  c o n s t r u c t i o n  s e c t o r .  The proposed s u b p r o j e c t  
a c t i v i t i e s  w i l l  provide employment o p p o r t u n i t i e s  and f a c i l i t a t e  t h e  i n d i v i d u a l  
home improvement a c t i v i t i e s  t h a t  w i l l  r e s u l t  from t h i s  p r o j e c t .  

3. P r o j e c t  des ign  response 

a. community developmr?/nt 

Severa l  f a c t o r s  w i l l  f a c i l i t a t e  t h e  co rnun i ty  developrent  and p a r t i c i p a t i o n  
components af t h e  p ro jec t .  The 1981 DHRAT Dersa s u r ~ c y  i n d i c a t e d  t h a t  90% of 
the  community r e s i d e n t s  ind ica ted  a p re fe rence  t o  remain i n  p l a c e  a s  opposed 
t a  r e l o c a t e  as a r e s u l t  of p r o j e c t  a c t i v i t i e s .  

The Dersa neighborhood has an  owner occupancy r a t e  over  40% h i g h e r  than  t h e  
c i t y  of Tetouan (72X v s .  51%) and t h e  l e v e l  of investment i n d i c a t e d  by t he  
quality of the housing s tock  a rgues  t h a t  a s t r o n g  sense  of commitment t o  the  
neighborhood e x i s t s .  The p r o j e c t  is in tended t o  respond t o  the b a s i c  s h e l t e r  
needs of t h e  community, improve p u b l i c  s e r v i c e s ,  remove h e a l t h  hazards  and 
provide c l e a r  t i t l e  t o  p lan  and house, a s  such b e n e f i c i a r i e s  a r e  expected t o  
support p r o j e c t  e f f o r t s .  

The munic ipal i ty  of Tetoaan, which is adminis tered  by e l e c t e d  o f f i c i a l s  from 
t h e  community, w i l l  be responsib le  f o r  informing and i n t e r a c t i n g  w i t h  the 
p r o j e c t  b e n e f i c i a r i e s  t o  ensure  t h a t  a p p r o p r i a t e  d e s i g n  c r i t e r f a  a r e  a p p l i e d  
and t h a t  conmunity r e s i d e n t s  a r e  involved i n  t h e  p r o j e c t .  A key f a c t o r  t o  
insur ing  community involvement and acceptance  of t h e  p r o j e c t  and thereby 
f a c i l i t a t i n g  c o l l e c t i o n  of downpayment and assessment f e e s  i s  t h e  f a c t  t h a t  
the  Municipal i ty of Tetouan which knows t h e  p r o j e c t  b e n e f i c i a r i e s  i s  
u l t ima te ly  r e spons ib le  for  recovery of p r o j e c t  inves tments  i n  o r d e r  t o  s e r v i c e  
t h e i r  debt wi th  t h e  FEC. 

b. housing r e l o c a t i o n  

Even t h e  minimum i n f r a s t r u c t u r e  development proposed w f l l  r e q u i r e  displacement 
of approximately 270 households. P r o j e c t  des ign  i n c l u d e s  a n  i n p u t  v a l u e  f o r  
dismantled houses ( t h e  f u l l  market v a l u e  of t h e  demolished hame) which w i l l  be 
appl ied  towards t h e  va lue  of t h e  replacement u n i t .  =e replacement u n i t s  w i l l  
be made a v a i l a b l e  i n  the  S i t e s  and Serv ices  a r e a ;  a n  e f f o r t  w i l l  be made t o  
c r e a t e  serviced Pots  i n  mrsa when poss ib le .  For t e n a n t s  who a r e  d i s p l a c e d  
because of p r o j e c t  works, p r o f i t s  from t h e  s a l e  of u n i t s  i n  t h e  S i t e s  and 
Services  component w i l l  be app l i ed  t o  a s s i s t  t h e s e  f a m i l i e s  f i n a n c e  the 
purchase of se rv iced  l o t s .  



e, social bene f i t s  

1 )  b p l o p e n t :  Project  r e s iden t s  w i l l  be encouraged t o  
pa r t i c ipa t e  i n  t he  employment oppor tun i t i e s  c rea ted  
by t h e  project .  The i n f r a s t r u c t u r e  works and house 
construct ion a c t i v i t i e s  w i l l  provide new employment 
opportuni t ies  for res iden t  laborers .  Likewise t h e  

e n t  0% t he  commercial zone i n  t h e  S i t e s  and 
Services Zone w i l l  d i r e c t l y  and i n d i r e c t l y  
contr ibute  t o  employment generat ion i n  t h e  d i s t r i c t  
a f t e r  t h e  pro jec t  is  completed. 

2) Health Benefits: %he present h e a l t h  hazards  caused 
by the  diecharge of debr i s  from h r s a  i n t o  t h e  
town, t he  po l lu t ion  of t he  Oued Mar t i l  by t he  
discharge of untreated sewage from Tctouan'and the  
r i s k  of contaminating ground water resources  w i l l  
be reduced by the  provision af a sewage treatment 

In  add i t i on  system f o r  the  e n t i r e  c i t y  of Tetouan. 

E. Adminiserat lve  Analysis 

1. Introduction 

e na t iona l  ob jec t ives  of t he  Morocco Urban Development and She l t e r  Financin 8 
Program on the  one hand, and the  tasks  of implementation at t h e  l o c a l  l e v e l  on 
t h e  o ther ,  together with the  technical  needs of municipal p ro j ec t s ,  require  a 
combination of managerial functions,  personnel, and s t a t u t o r y  powers tha t  a r e  . 
not found i n  any s ing l e  i n s t i t u t i o n  i n  Morocco. The broader ob jec t ives  
concerning ove ra l l  improvement of urban habitat i n  Morocco and the 
r e p l i c a b i l i t y  of v i ab l e  p ro jec t s  can best  be addressed by i n s t i t u t i o n s  of 
na t iona l  scope. Notwithstanding t h i s ,  individual  p ro jec t  implementation as 
wel l  a s  t he  means and au thor i ty  f o r  cos t  recovery sre bes t  con t ro l led  by 
municipal government and agencies ac t i ng  a t  t he  l o c a l  l e v e l .  Thus, any urban 
development project  i n  Morocco having nat ional  scope must r e l y  on 
i n s t i t u t i o n s ,  a t  both na t iona l  and l o c a l  l eve l s .  

The mest l og i ca l  i n s t i t u t i o n s  a t  the  nat ional  and l o c a l  l e v e l  t o  administer  
the program a r e  t h e  MOP (Ministry of Finance) and t h e  Municipali ty of 
Tetouan. Neither i n s t i t u t i o n  has however, the  technica l  c a p a b i l i t y  t o  plan 
and administer a l a rge  s ca l e  urban development project .  Furthermore i f  t he  
MOF were t o  pass through t o  o r  on-lend funds t o  t h e  Municipal i ty  of Tetouan, 
t he  f i nanc i a l  reflows would accrue only at a l o c a l  l e v e l  and would not be 
ava i l ab l e  t o  serve the  nat ional  object ive  of the  program. Funding by the  MOF 
normally takes place through budgetized government f inance,  whereby funds a r e  
a l loca ted  t o  Minis t r ies  concerned a s  pa r t  of t h e i r  investment budgets, 
Budgetized finance has  proven cumbersome a s  a means of f inancing urban 
development p ro jec t s  i n  Morocco. 



2. Municipal Development Fund FEC 

In  o rde r  t o  f i n a n c e  municipal  urban i n f r a s t r u c t u r e  p r o j e c t s ,  t h e  GOM c rea ted  a 
~ p e c i a l  f i n a n c i a l  i n s t i t u t i o n ,  t h e  FEC (Municipal &velopmcnt Bank). The FEC 
has  been des ignated  as the borrower f o r  t h e  Tetouan upgrading p r o j e c t  f o r  t h e  
fol lowing reasons:  

- It i s  t h e  GOM des ignated  n a t i o n a l  i n s t i t u t i o n  t o  lend t o  Municipal 
Governments f o r  i n f r a s t r u c t u r e  improvements. 

- It can  r e i n v e s t  p r o j e c t  ref lows and thereby serve t h e  b r ~ a d e r  
objecedtve of o v e r a l l  improvement of urban housing. 

- It suppor t s  t h e  o b j e c t i v e s  IBRD F i n a n c i a l  Sec to r  Study which seek t o  
expand and s t r e n g t h e n  t h e  r o l e  of e x i s t i n g  f i n a n c i a l  i n s t i t u t i ~ n s  
f o r  urban development a c t i v i t i e s .  The FEC w i l l  borrow, on-lend and 
r e i n v e s t  ref lows.  

The t e c h n i c a l  management of FEC w i l l  be concentra ted  on i t s  s t a t u t o r y  
o b l i g a t i o n  t o  review and approve c o n s t r u c t i o n  c o n t r a c t s .  FEC w i l l  on-lend t o  
t h e  Municipal i ty o f  Tetouan i n  amounts requi red  f o r  t h e  t imely  exerut fon of 
t h e  p ro jec t .  The ANHI w % P 1  be responsfble  f o r  t h e  management of  c n g i n e e r i q  
and cons t ruc t ion .  

The FEC was e s t a b l i s h e d  by law No. 1-59-169 dated  June 13, 1959, as a p u b l i e  
i n s t i t u t i o n  having f i n a n c i a l  autonomy and t h e  a u t h o r i t y  t o  borrow money under 
t h e  GOM's guarantee .  The FEC e x i s t e d  as a d i v i s i o n  of t h e  CDG u n t i l  1980 when 
i t  was upgraded t o  t h e  s t a t u s  of a department. The FEC i s  funded wi th  
d i scoun t s  from t h e  CDG, rediscounts  from the  Cen t ra l  Bank, government Budget 
s u b s i d i e s  and l o c a l  borrowings (bonds) guaranteed by t h e  WM. 

The CDG i s  respons ib le  f o r  o v e r a l l  a d n d n i s t r a t i s n  of the  FEC. The Direc tor  of 
t h e  FEC r e p o r t s  t o  t h e  General Direc tor  of t h s  CDG through t h e  C D G b  General 
Sec re ta iy  . 
The staff t o t a l s  25 people, Bncluding 14 p r o f e s s i c n a l s .  Ten of t h e  14 make up 
four project a p p r a i s a l  teams, each composed of an economist,  one t e c h n i c a l  
a i d e  and one half-t9me engineer .  The o t h e r  f o u r  staff members comprise a n  
accounting and monitoring u n i t .  By mid-1986 t h e  FEC i s  expected t o  have a n  
annual investment budget of $50 m i l l i o n  inc reas ing  a t  t h e  r a t e  of 
approximately 20 percent  pe r  year ,  The s e e t o r a l  d i s t r i b u t i o n  of  t h e s e  
p r o j e c t s  w i l l  be 2% percent  f o r  sewerage, 22 percent  f o r  water  supply,  22 
percent  f o r  revenue producing f a c i l i t i e s  (such as s l a u g h t e r h ~ u s e s  and * 

marketw), 14 pe rcen t  f o r  e l e c t r % f i e a t i o n ,  and t h e  balance  f o r  urban 
development p r o j e c t s .  The r e g i o c a l  d i s t r i b u t i o n  i s  scheduled t o  be 35 percent  
t o  r u r a l  communes, 38 percent  t o  urban communes, and 27 percent  t o  u t i l i t y  
a u t h o r i t i e s ,  

The FEC now has  approximately one hundred p r o j e c t s ,  w i th  a t o t a l  investment of 
$120 mi l l ion .  .The  Tetouan p r o j e c t  would t h e r e f o r e  r e p r e s e n t  a n  inc rease  of  20 
percent  i n  t h e i r  p o r t f o l i o  over a f i v e  year period.  An i n c r e a s e  i n  s t a f f  w i l l  
be needed t o  manage t h i s  a d d i t i o n a l  workload, t h e  l e v e l s  and terms of whPche 
w i l l  be determined dur ing Implementation Agreement nego t i a t ions .  



The Ministry of Finance w i l l  negot ia te  a l l  HG loans ,  the proceeds of wh%eh 
will be on-lent i n  Dirhams t o  the Municipalfty by the FEC. Reflowe from loans 
t o  t he  Municipali ty,  i n  excess of BG repayment ob l iga t i ons ,  w i l l  be re invested 
by the PEC, 

Projee t  funds loaned t o  t he  Plunicipality w i l l  be paid out f o r  engineering 
s e w i c e s  and c o n s t r u c t i a n  upon c e r t i f i c a t i o n  by ANHI,  as t he  Municipali ty 's  
delegated represen ta t ive .  

This proposed i n s t f t u e i o m l  arrangement w i l l  support  AID" objec t ives  of 
expanding the  r o l e  sf e x i s t i n g  f inancfa l  organizat ions  i n  Morocco i n  urban 
development and t o  c r e a t e  an i n s t i t u t i o n a l  s t r u c t u r e  t h a t  is capable of 
financing v i a b l e  and r ep l i cab l e  programs and pro jec t s .  

3. The National Agency t o  combat Substandard HousEng-ANIEI 

The management of t h e  technical  aspects  of the  p ro j ec t  frcm physical  p lanning 
through construct ion,  requi res  exper t i se  t h a t  i s  not normally Pound dm-house 
wi th in  a Municipal government. The W E  has some of t he se  skfi lfs ,  bur only i n  
regard t o  water supply and e l e c t r i f i c a t i o n ,  and not in comprehensive urban 
development, which r equ i r e s  the  management of a brcader scope of activities. 

ghe performance sf these  services by a na t iona l  mgan iza t i on  i s  the bes t  way 
to achieve t h e  program object ive  of r ep l%cab i f i t yo  The kMEI1 (National Agency 
to combat Substandard Housing) was founded as GQM's fnsttlrment f o r  packaging 
urban development services. Since t h i s  Agency has t he  necessary s t a t u t o r y  
powers, and i s  s t a f f e d  with  the ab le s t  o f  Morocco's urban development 
technicians  i t  has been desigaated a s  the  pro jec t  developer, The ANHI w i l l  be 
responsible f o r  a l l  t echnica l  management of the  p ro j cc t ,  ineluding planning 
and design, order ing  and supesvising engineering sewices, management of 
construct ion s e rv i ce s ,  end coordination between the FEC and Municipality sf  
Te touan . 
The ASXI, w i l l  be t he  delegated representat ive  of t he  Municipality and w i l l  be 
responsible f o r  the fsl lowing tasks;  

- preparation of a l l  terms of reference and condi t ions  of a l l  
contracts f o r  f e a s i b i l i t y  s tud ies ,  design, and eng inee r ing  s e r v i c e s ;  

- sugervisfon,  and appra i sa l  of a l l  t he  above s t u d i e s  on behalf the  
Municipali ty;  

- preparat ion of terns of reference and condi t ions  of a l l  con t rac t s  
f o r  a l l  cons t ruc t ion  works f o r  t he  project ;  

- supervisfon and of the above works on behalf of MunicfpaPPty; 

- c e r t i f f c a t i o n  of paymenes f o r  a l l  project  con t r ac t s  of every kind, 



4. The Municipality of Tetouan (MOT) 

The Hunicipali ty of Tetouan is the  t h i r d  i n s t i t u t i o n  i n  t b e  p ro j ec t s '  
adminis t ra t ive  s t r u c t u r e ,  being t he  owner of a l a r g e  por t ion  of t h e  
development s i t e  a s  wel l  a s  t h e  responsible au tho r i t y  f o r  p ro j ec t  cos t  
recovery, 

The Xiinicipality w i l l  borrow p ro j ec t  funds from FEC and w i l l  appoint  the  ANHI 
as i t s  represen ta t ive  f o r  development operations a s  Maitre de  l ' h v r a g e  
MlEgudl. The ANEII w i l l  manage a spec i a l  projcct  account on behalf of the  
nunic ipa l i ty ,  through which a l l  of t h e  pro jec t ' s  con t r ac t  funds w i l l  flow 
(ben i f ic ia ry  payments and o t h e r  recovered costs w i l l  be deposited t o  and paid 
from a second account cont ro l led  by the  Municipality), 

P. Technical Analysis 

1, S i t e  c h a r a c t e r i s t i c s  

The s i t e  f o r  t he  upgrading component of the  Project  is character ized by s t r e e t  
grades more o r  l e s s  l e v e l  i n  t h e  e a s t w e s t  d i r ec t f an ,  but varying t o  extremely 
s t eep  gradients  of between 14 percent and 33 percent i n  the north-soah down 
s lope direct ion.  

Surface s o i l s  t o  an average depth of one and a half meters a r e  sandy 
limestone, gravel ly  c lays  o r  sandy clays .  During the  r a iny  season s i l t  i s  
washed away from the  upper s lopes  of the  area  clogging e x i s t i n g  downstream 
f a c i l i t i e s ,  channels, cu lve r t s  and catchbasins i n  t he  o l d e r  b e t t e r  equiped 
a reas  of the  c i t y ,  Permeability of the  a rea  i s  low due t o  hard surfaces, .  
roofs ,  paved areas and the  compacted nature  of s o i l s  i n  public a reas .  

In addi t ion a form of micro-climate e x i s t s  i n  the  p ro j ec t  area .  Strong, 
prevai l ing westerly winds which normally occur during heavy r a i n  s to rns ,  a r e  
general ly  more in tense  and des t ruc t ive  on the  s lopes  of Dersa mountain than on 
the  other  s ide  of the  val ley.  

Several s t ud i e s  have attempted t o  co r r e l a t e  stormwater runoff da t a  and 
quantPffes for t he  a r e a  under review. In r e a l f t y ,  due t o  the  concentrated 
quan t i t i e s  and high v e l o c i t i e s  of t h i s  runoff, combined wi th  t he  impermeable 
slopes,  a phenomenon of "sheet flow" frequently occurs which c a r r i e s  a l l  loose  
debr i s  down the  mountainside, undernines t r e e s  and s t r u c t u r e s  and weakens 
foundations. 

The s i t e s  f o r  t he  upgrading and ZAG components of t he  pro jee t  are generaally 
t r e e l e s s  and undulating land cr isscrossed by dry g u l l i e s  and rocky r av i r e s ,  



2, Density and land use 

The population of t he  upgrading component cf the  Project is  now e s t i ~ a t e d  t o  
be 54,000 inhabi tants .  Because af varying site conditions and steep slopes, 
t h e  population dens i ty  var ien  considerably across t h e  site and rariges from 660 
Inhabi tan ts  per hec ta re  i n  t he  areas of highest  concent ra t ion  t o  an average of 
350 inhabi tan ts  per hec ta re*  

Tne number of housing units per  hee ta re  i n  the  upgrading i a  58, while i n  p a r t s  
of she ZAC i t  is 15 u n i t s  per  heetare ,  e r e  a r e  v i r t u a l l y  no housing u n i t s  
b u i l t  on t he  sites and services part of the Project*  

C, 

3 E x i a t i w  and proposed l n f r a s t r u c w r e  

The only p r a c t i c a l  access t o  rhe upgrading area is t he  Boulevard Abde'lkarim 
Khattabi. Exfsting streets, alleys, trails  and footgathe vary fn wid th  
between 1 and 4 meters, Some midit i~mH etafhways will be required due t o  
extreme slopes. Most houses a r e  between 30 and 50 meters away from a street 
access ib le  t o  minor t r a f f i c .  

The proposed new s t r e e t  g r i d  cons i s t s  of R double loop and the  widening and 
grading of two add i t i ona l  nopth-south connerelon access  f eede r s  t o  t h e  double 
loop. The f in i shed  sur face  of t h i s  road w i l l  cons i s t  of concrete.  The 
alignment of the s t r e e t  will a l s o  requi re  t h a t  c e r t a i n  s e c t i o n s  be c u t  and 
f i l l e d ,  with s t r u c t u r a l  r e t a i a ing  wal ls  i n  f i e ids tone  masonry and reinforced 
co-crete,  Approximately 270 households w i l l  be a f f ec t ed  by the  widening of 
the m a d s  and may l o s e  a l l  or pa r t  sf  t h e i r  housing u n i t s .  

The e x i s t i n g  t e r t i a r y  s a n i t a r y  drainage system fn the upgrading component of 
t he  project cons i s t s  of small ddameter unreinforced concrete  pipes,  p a r t i a l l y  
buried o r  incorporated in t h e  narrow concrete sidewalks, Far t h e  most part f t  
is a semi-private system maintained by the  users and prsger ty  owners d i r e c t l y  
affected.  

A secondary network of pipes cons i s t s  of diameters between 40 and 80 cm. and 
were p a r t i a l l y  constructed by t he  Municipality. These pipe diameters axe not 
properly s ized f o r  t he  number of t e r tdary  pipes connected t o  them. The 
proposed secondary system improvements w3ll incorporate addi tona l  l a r g e r  
diameter re inforced concrete  g%ges whicb will be I n s t a l l e d  parall lel  t o  t he  
e x i s t i n g  ones fn order  t o  decongest the fn foma l  po r t i on  of t he  network, 
These w i l l  include sevens secondary collectors of 80 t o  100 c m  i n  diameter. 

The primary co l l ec to r  i s  p a r t i a l l y  i n  place and c o n s i s t s  of a l a r g e  capaci ty  
ovoid reinforced concrete cu lver t .  Two new primary c d l e c t o r s  will. be 
constructed i n  t he  alignment of the  ravines. The r e s u l t  of these  addi t ions  
w i l l  be t h a t  open drainage w i l l  be enclosed and the  surrounding grade could be 
p a r t i a l l y  f i l l e d  i n  with rock excavation from the  t e r t i a r y  and secondary 
systems. The e x i s t i n g  re fuse  p i l e s  could a l s o  be used as f i l l  and covered 
with  cornposted mater ia l s  and e a r t h  t o  c rea te  c lean  open space. 



About 60 percent  of t h e  d w d l i n g e  I n  the Upgrading a r e a  are connected t o  
water By t h e  IU)E which, under t h e  r o j e c t ,  expects  t o  i n e t a 1 1  a d d i t i o n a l  p ipes  S and a storage r e s e r v o i r  for 7000 m , 

S t r e e t  l i g h t i n g  is very sporad ic  and w i l l  have t o  be e n t i r e l y  renewed. A 
medium tens ion  transmission l i n e  w i l l  be removed t o  ano ther  l o c a t i o n .  For t h e  
m a j o r i t y  of dwell ings,  electric service has  a l ready  been provided end meters 
have been i n s t a l l e d .  

The proposed development f o r  t h e  e i t e s  and s e r v i c e s  and ZAC components of t h e  
P r o j e c t  inc ludes  a road network which g e n e r a l l y  folllsws e x i s t i n g  trail8 and 
roads.  It i s  t h e  path of Peast r e s i s t a n c e  method and may have some merit a t  
f i r s t  glance. Nevertheless, dur ing t h e  implementation of t h e  p r o j e c t ,  s e v e r a l  
v a r i a t i o n s  and schemes w i l l  have t o  be developed, compaired and evaluated  i n  
o r d e r  t o  optimize a l l  components. 

The proposed primary sewerage system f o r  t h i s  a r e a  c o n s i s t s  of one ovold 
shaped l a r g e  diameter c o l l e c t o r  t o  be b u i l t  i n  p lace  a s  a r e i n f o r c e d  concre te  
s t r u c t u r e .  The seeoadary c o l l e c t o r s  c o n s i s t  of p ipe  d iameters  varying between 
80 and 100 cm. The t e r t i a r y  are 60 cm. diameter. 

Waser and e l e c t r i c i t y  l i n e s  w i l l  be i n s t a l l e d  by t h e  RDE a s  p a r t  of the  
p r o j e c t  . 

Housing i n  t h e  upgrading a r e a  is  predominantly owner-built. Approximately 54 
percent  of these  c landes t ine  housing u n i t s  a r e  b u i l t  by q u a l i f i e d  l a b o r  under 
t h e  d i r e c t i o n  and management of the  homeowner himself ,  I n  t h i s  c a s e ,  t h e  
owner is responsable f o r  superv i s ion  of the work, t h e  purchase of bu i ld ing  
m a t e r i a l s  and t h e  d f r e c t  payment of the workers. The rest are const ructed  by 
c o n t r a c t o r s  o r  t h e  r e s i d e n t s  themselves. 

The p r i n c i p a l  m a t e r i a l s  and methods of cons t ruc t ion  used i n  c l a n d e s t i n e  
housing arc very  s i m i l a r  t o  those  employed i n  o t h e r  low-income housing 
neighborhoods throughout t h e  c i t y .  This inc ludes  s tone  foundat ions ,  
r e in fo rced  concre te  s t r u c t u r e s  and baked b r i c k  w a l l s  wi th  both i n t e r i o r  and 
e x t e r i o r  p las te r ing .  Roof and f l o o r  s l a b s  a r e  made of t h i n  r e i n f o r c e d  
concre te  l a i d  over shallow brick v a u l t s  supported by steel I: beams spaced at 
1.5 meter  i n t e r v a l s ,  . 
The b u i l t  up a r e a  of a n  average s i z e  c lagdes t ine  housing u n i t  i s  between 75 
and 80 m*, Almost 93% of these  u n i t s  inc lude standard squat  t o i l e t s ,  whi le  
88% have enclosed ki tchens  and 28X have e x t e r i o r  cour tyard  space. 
Approximately 64% of t h e  housing u n i t s  have upper f l o o r s  wi th  17% having t h r e e  
o r  more f l o o r s .  

During t h e  course of the  p r o j e c t ,  these  c landes t ine  housing u n i t s  w i l l  be 
inspec ted  by t h e  Municipali ty i n  regards  t o  t h e i r  s t r u c t u r a l  s a f e t y  and h e a l t h  
s tandards .  Recommendations f o r  t h e i r  improvement w i l l  be made t o  t h e  owners 
if necessary. Upon passing i a spec t ion ,  Occupancy Permits w i l l  be issued which 
w i l l  f o m a l i z e  t h e  const ruct ion.  



G. Environmental Analysis 

The City of Tetouan is s i t ua t ed  i n  t he  nertherrrmost province of Moaasco, I t  
is not only the  adminfetrative cen te r  of t h i s  region but,  due to i t s  
geographical loca t ion ,  i t  also benef i t s  frm the  coa~mercial, f i nanc fa l ,  
agriculturaX and t o u r i s t i c  impact from a rap id ly  urbaa iz i  c o a s t a l  s t r i p  
along the  Mediterreanean Sea sbretching from the  Ci ty  of Fnidcq i n  t h e  north  
t o  the  City of h r t i l  i n  the  eoutk, a dls tanea s f  about 30 kflemeters, 

Tetsuan i s  located nine kilometers inland from where the b e d  b r t i l  r i v e r  
e n t e r s  the  Mediterranean Sea. Approximately 6% of tRe c i t y ' s  r e s i d e n t i a l  

- a r e a s  a r e  b u i l t  along che southern s lopes  and t e r r aces  of the  BjcbeP &rsa 
mountain. This is a l s o  the s i t e  of the  proposed projecr.  

P, Topography of the  upgrading a rea  

The Lowest average e leva t ion  of the  upgrading area i s  64 meters located a t  a 
point  where the inver t  of the  drainage cu lver t  of t he  ravine r a f l e d  IChandaq 
Za-bouh crosses  under the  main east-west access road t o  t he  Dersa 
neighborhood. 'he  highest  average ground elevat ion i s  240 meter and occurs 
along the northern boundary of the  a rea ,  S t r ee t  grades throughout t h e  s i te  
a r e  more o r  l e s s  l e v e l  fn the  east-west o r ien ta t ion ,  but vary t o  extremely 
s t e e p  grad ien ts  of between 14% and 33% i n  the north-south down s lope 
or ien ta t ion .  Access ways i n  t h f s  direction require  a t ta i rways and ha i rp in  
curves which follow the  natural  rock end outcrop escarpments. 

Permeability of t h i s  par t  of the s i t e  i s  Pow due t o  the  hard surfaces, roofs, 
concreted areas ,  a spha l t i c  a l l e y s  and roads a s  well  a s  t o  the compacted nature 
of the  s o i l s  i n  the  public a reas  accessable t o  constant t r a f f f c  of a l l  kinds. 

Topography s f  the  S i t e s  and Services and ZAC a rea  - 
Land surface f ea tu re s  i n  t h i s  par t  of the  s i t e  cons is t  of broading undulating 
to s t eep  rocky and a r r i d  t e r r a i n  interspersed with many deeply eroding g u l l i e s  
(thatways) and man made ditches.  There a r e  three r e l a t i v e l y  f l a t  o r  slightly 
sloping t e r races ,  one of which includes an 8 hectare  parce l  of land belongfzg 
to the  Ministry of Housing which w i l l  include the rehousing u n i t s  from the  
upgrading project. 

The lowest average elevat ion i s  14 meters above sea leve l .  The highest  
average elevat ion is 1124 meters along the  northern boundary of t he  area.  



The e n t i r e  tone  ie composed of f i s s u r e d  k a r s t  wi th  a l t e r e d  l imestone 
outcroppingpi. The s u r f a c e  s o i l @  t o  a depth of one and a h a l f  meter are sandy 
l imestone,  g r a v e l l y  c l a y s  o r  sandy c l a y s  wi th  d ines  con ten t  ( i . c .  sand dus t  
p a r t i c l e s  less t h a n  80 microns) of b t w e e n  15% and 28%. The environnenta l  
consequences of t h e s e  l a r g e  percentages of f i n e s  i n  unpaved and densely  
populated b u i l t  up areas a re :  

- I n  t h e  dry and windy season f i n e s  mixed and p o l l u t e d  
wi th  o r g a n i c  m a t t e r ,  human and animal f eces ,  garbage, 
sewage, stc. are the  cause of endemic outbreakes of 
e n t e r i t i s ,  d i a r r h e a ,  mening i t i s  and broncheal d%seases  

- During t h e  r a i n y  season silt  (Bee, f i n e s  mixed wirh 
o rgan ic  m a t t e r )  I s  wasjhed away from t h e  upper s l o p e s  of 
t h e  a r e a  c logging e x i s t i n g  downstream f a c i l i t i e s ,  
channels ,  c u l v e r t s  and ca tchbasins  i n  t h e  c i t y  c e n t e r .  

Seisntie a c t i v i t y  records  of t h e  Tetouan province and t h e  peninsula,fndicate 
t h a t  t h e  e n t i r e  zone i s  s u b j e c t  t o  p o t e n t i a l  t e c t o n i c  movement. I n  Morocco 
t h e  a r e a  n o r t h  and west of t h e  At las  mountain ranges has  been f o r  t h e  mast ' 

p a r t  c l a s s i f i e d . a s  a moderate earthquake zone- This zone inc ludes  almost a l l  
major urban a r e a s ,  t h e  Ci ty  of Tetouan included. Building codes inc lude 
s t r u c t u r a l  des ign  c r i t e r i a  and cons ide ra t ions  f o r  l i m i t i n g  damage. 

Hydrography 

The c i t y  of Tetouan i s  t raversed  by the Oued Marti1 r i v e r  wtrich d r a i n s  
a p p r o x h a t e % y  1220 square  k i lometers  of the  surrounding mouneaPnous and 
s l i g h t l y  f o r e s t e d  region. Several  l a r g e  man made water  catchment r e s e r v o i r s  
e x i s t  o r  are being developed. These w i l l  con t r ibu te  t o  extens ive  e x i s t i n g  and 
f u t u r e  i r r i g a t i o n  schemes, s o i l  conservat ion p r o j e c t s  and primary water  supply 
resources  f o r  t h e  expanding needs of the region. 

The Oued M a r r i P  r i v e r  a t  its narrowest normal r i v e r  bed section w i t h i n  the 
c i t y  I h i t a  2s about 35 meter wide, with v e r t i c a l  embankments on t h e  scour 
s i d e  of up t o  s i x  meters  i n  height ,  a n  i n d i c a t i o n  of t h e  sediment t r anspor t  
capac i ty  of the r i v e r  dur ing f lood  s t age ,  Bn alluvial  s lopfng t e r r a c e  e x i s t s  
on both s i d e s  o f  t h e  r i v e r  channel and measures between 220 and 700 meters i n  
width, The a l l u v i a l  a t a t  he t h e  source of rnater fa l  f o r  locall b r i c k  and 
p o t t e r y  f a s & o r f e s ,  Large a g r i c u l t u r a l  p l o t s  in t h i s  a r e a  produce a v a r i e t y  of 
foodcrops f o r  t h e  local markets. 

The r i v e r ,  when i n  f l o o d  s tage ,  is estfrnated t o  reach a n  e l e v a t i o n  of up t o  18 
meters at t h e  e x i s t i n g  bridge along rural roads  608. h e  t o  land reclamation 
and the  fflli in of t h e  r i v e s  t e r r a c e s  t h e  v e l o c i t y  of t h e  stream Is 
increased,  Debris, trees, etc., can be seen lodging i n  t h e  deck and r a i l i n g s  
of the  existing br idge  which i s  i n  t h e  process of being undermined. 



5. Ra in fa l l  and c l imate  

Recordirqp over a recen t  f i f t e e n  year  period i nd i ca t e  t h a t  t o t a l  year ly  
r a i n f a l l  i n  Tetouan is  above the nat iona l  average. The average i s  650 
mil l imete rs  wi th  a maximum of 1300 millPmeters and a minimum of 400 
mil l imeters .  Prevai l ing s t rong  wester ly  winds occuring during a n  in tense  
e t o w  a r e  usua l ly  more d e s t r u c t i v e  on the  s lopes  of Djebal Dersa mountain than 
on the  o ther  s i d e  of t h e  va l l ey .  This has  prmpted l o c a l  k r s a  r e s iden t s  t o  
bu i ld  houses in s o l i d  ma te r i a l s ,  t o  protect  masonry foundations and t o  cover 
as much a s  e c o a m i c a l l y  f e a s i b l e  t he  more erodable sur faces  of open space 
a r e a s  with e i t h e r  concrete ,  aspha l t  o r  hand placed rock revetments. 

h e  t o  the  ongoing de fo re s t a t i on  u p h i l l  from the  d i s t r i c t  and the  exis tence of 
remaining l a r g e  a r e a s  of s t e e p  s lopes  i n  excess of 33% however, l a r g e  amounts 
of s o i l ,  s i l t ,  brush, mud and socks a r e  flowing o r  ca r r i ed  i n t o  t he  c i t y  
cen t e r  during each major rainstorm, blocking roads and sidewalks and plugging 
cu lve r t s  and catchbasins.  

This phenomena i s  of g r e a t  concern t o  the  c i t y ,  and severa l  s t ud i e s  have been 
made t o  c o r r e l a t e  stormwater runoff da ta  and quan t i t i e s  f o r  the  a r ea  under 
review. Simulated time, i n t e n s i t y ,  gradient and absorpt ion f a c t s r s  were used 
i n  order  t o  p red ic t  q u a n t i t i e s  a t  a given point  of i n t e r s e c t i o n  of major 
s t r e e t s  o r  a t  a cu lve r t  c ross ing ,  

Due t o  concentrated water quan t i t i e s ,  high v e l o c i t i e s  of t he  cur ren t ,  and the  
s t eep  impermeable s lopes ,  a phenomenon of sheet  flow occurs which c a r r i e s  a l l  
loose debr i s ,  undermines t r e e s  and s t ruc tures ,  weakens bui lding foundations, 
e t c .  The e x i s t i n g  stormdrain co l l ec t i on  system with catchbasins  and cu lver t s  
has  proved i n  adequate under these  conditions. Part  of t he  upgrading e f f o r t  
w i l l  be t o  develop elements i n  t he  t e r t i a r y  system eg. s t eps ,  d i r ec t i ona l  flow 
s t r u c t u r e s  e t c ,  60 r e t a r d  and l i m i t  sheet  flow under worst condit ions.  

The nature  s f  t he  upgrading pro jec t  w i l l  require  add i t i ona l  means of ac t ion  i n  
o rder  t o  a l l e v i a t e  t h e  problems of flooding and hea l th  hazards, These w i l l  
include the  progressive development and maintenance of t e r t i a r y  i n f r a s t ruc tu re  
by the res iden ts  themselves. Community pa r t i c ipa t i on  and mutual ass i s tance  
ties developed during the  i n s t a l l a t i o n  of the  t e r t a r y  i n f r a s t r u c t u r e  w i l l  need 
t o  be maintained and strengthened. 

The City of Tetouan has ran e x i s t i n g  storm sewer drainage system dat ing from 
the  Spanish Protectorate .  This system discharges d i r e c t l y  i n t o  t h e  Qued 
Martil r i v e r  by means of s eve ra l  l a rge  and an unknown number of small e f f l uen t  
s t ruc tures .  Since i ts  incep t ion  there  have been an untold number of cross 
connections with p r i v a t e  s a n i t a r y  sewers which i n  face  make i t  a combined 
system. The Master Plan f o r  Tetouan recommends as a long term so lu t ion  the  
gradual disconnection of these  san i ta ry  o u t l e t s  and t h e i r  i n t eg ra t i on  i n t o  
proposed separate  s a n i t a r y  sewer system. 



The long term o b j e c t i v e  f o r  t h e  Ci ty  of Tetouan is t o  have two s e p a r a t e  
systems, a  s torm s e w e r  system discharging d i r e c t l y  i n t o  t h e  Oued H a r t i l  and a 
s a n i t a r y  sewer system toge the r  wi th  t rea tment  f a c i l i t i e s  f o r  r e s i d e n t i a l  and 
f n d u s t r i a l  l i q u i d  waste ,  The l a r g e  inveetments which are requ i red  over 
s e v e r a l  decades i n  o r d e r  t o  f inance  such major i n f r a s t r u c t u r e  programs 
c o n s t i t u t e  a c o n s t r a i n t  which cannot be resolved a t  t h i s  time. The c i t y ' s  
s t r a t e g y  t h e r e f o r e  i s  t o  b u i l d  a u n i t a r y  system t o  handle sewage us ing 
over5low weirs f o r  p e r i o d s  of heavy r a i n s  and runof f s .  This  approach al lows 
t h e  even tua l  c o n s t r u c t i o n  of a  p a r a l l e l  system i n  t h e  f u t u r e  without  l o s i n g  
p resen t  investment c o s t s .  

The primary source  of  water f o r  t h e  reg ion  is  t h e  Nakkla dam with  a capac i ty  
of 8 mdl l ion ,ubic meters and a d e l i v e r y  capac i ty  of 3 rm3lsecond. Due t o  the  
g radua l  s i l t i n g  of t h e  s t o r a g e  r e s e n r o i r  t h e r e  is  a marked reduc t ion  of y i e l d  
which w i l l  only be solved a f t e r  t h e  completton of t h e  proposed Ben Ibsriche 
s t o r a g e  r e s e r v o i r  and dam with a projec ted  s t o r a g e  c a p a c i t y  of 80 mlllisn m3.  

I n  t h e i r  annual  r e p o r t  f o r  1984, t h e  Regie shows water  consumption f o r  t h e  
Ci ty  of Tetouan of 8 m i l l i o n  m3 f o r  r e s i d e n t i a l  and i n d u s t r i a l  use r s .  The 
a c t u a l  t o t a l  wa te r  production f o r  1984 was 1 3  m i l l i o n  1x13. The d i f f e r e n c e  
inc ludes  amounts l o s t  t o  l eaks ,  municipal use f o r  s t r e e t  c l ean ing ,  publ ic  
foun ta ins ,  and wa te r  whfch i s  requested f o r  use  by t h e  Hydraulic Service 
Agency and o t h e r  Governmental a u t h o r i t i e s .  

A new modern wa te r  t rea tment  p l a n t  is  scheduled t o  r e p l a c e  t h e  e x i s t i n g  
f a c i l i t i e s  l o c a t e d  near  Torre ta .  These a r e  j u s t  s u f f i c i e n t  f o r  t h e  cur ren t  
demand except  d u r i n g  drought condi t ions  when p u b l i c  t a p s  on the  hkgh l e v e l  
s e r v i c e  a r e a s  a r e  temporar i ly  closed o f f .  

Water q u a l i t y  i s  considered t o  be acceptable  based on a r e c e n t  q u a l i t y  
sampling program a t  n ine  d i f f e r e n t  p o i n t s  i n  t h e  system, Chlorine r e s i d u a l  
was found t o  be 0 - 2  m g / l i t e r  which i s  w i t h i n  t he  accep tab le  norms. 

The e x i s t i n g  system i s  being modernized on t h e  b a s i s  of t h e  n a t i o n a l  
in terconnected g r i d  requirements. Old overloaded c i t y  d i s t r i b u t i o n  Pines and 
t ransformers  a r e  g radua l ly  being replaced t o  provide f o r  f u t u r e  demand and t o  
upgrade s t r e e t  l i g h t i n g .  

The impact of t h e  Dersa - Samsa load demand w i l l  not  s i g n i f i c a n t l y  a f f e c t  t h e  
system,  I n  t h e  meantime new high  vo l t age  t ransmiss ion l f  nes a r e  being 
i n s t a l l e d ,  and i t  is repor ted  t h a t  t h e r e  w i l l  be a n  excess capac i ty  f o r  about 
t e n  years.  



I CONDITIONS AND COWENANTS 

Conditions 

1. Statement of terns and canditlons sf the relevant agreements 
between the FEC, Ministry of Finance and/or Bank of Morocco insuring the 
timely disbursement and use of Housing Guaranty loan funds (eg. exchange rate 
risk; grace period etc,). 

2. Written assurance by the FEC that they will provide counterpart 
financing needed to complete the proposed project on schedule. 

3. Evidence that agreements have been established between the ANHX, 
FEC, Municipality oT Tetouan and the RDE defining project authorities and 
responsibilities. 

4 .  Statement on programming procedures including a description of FEC 
review of procedures for disburing funds to the Municipality. 

5 .  Creation of special accounts needed to implement the project. 

6. Evidence that legal steps have been initiated to acquire all land 
needed for the project. 

7. Development of a project delivery plan. 

8 ,  Evidence that the key agencies have the management resources 
sufficient to implement the project. 

A convenant will be established with the GOM affirming that the GOM w%ll 
maintian project infrastruture in operational condition. 



ACTION: PRBC DUE: 08/21 
INFO : DIR, DIDIR, CHRON, RF. 

/ )? )oNSIEUR Robert 'CHASE 
DZRECTEUR DE E'USAID 
139, Avenue A l l a l  Ben Abdalleh 

R A B A T  

OBJET/ F inancement du pro j e t  de dtiveloppement - 
de T ~ ~ o u Q ~  DERSA-SAMSA. - 

Monsieur l e  D i r  ec t eur , 

Faisant s u i t e  aux diverses  r6unions e t  

urba i n  

notament  c e l l e  en date  du 

7 AoOt 1985 tenue au Minist&re de l l I n t b r i e u r  sous l a  prdsidence de Monsie 

Driss TOULALI, Directeur des Cs l l ec t iv i tds  loca le s ,  j hi ll 'onneur de vous 

adresser, par l a  prgeente, une demande de financement au moyen des prets  HI 

(Housing Investment Guarantees) pour rbal lser '  l e  prof e t  DERSA-SAMSA B TETOC 

Lea discussions e t  seances de t r a v a i l ' c o n c e r n a k  l a  s t ruc ture  du 

projet  e t  son montage technico-financier se poursuivent toujours au Minist 

de 1 ' In tdr ieur  . 
Les tdsu l t a t s  de ces  travaux vous seront comuniqu& incessament.  

Par a i l l e v r s  , je s u i s  persuadC, Monsieur fe Directeur ,  qpJe votre 

aimable contribution e t  l a  coopCratioxa tres e f f i cace  de vos collaborateurs 

permettront de c o n c d t i s e r ,  avec nous, l e s  o b j e c t i f s  que ce  pro je t  v ise  3 

rbalf  sex=. 

Dans l ' e spo i r  que nos l i ens  se renforcent davantage dam l 'avenir ,  

vous p r i e  d1agr&er, Monsieur l e  Directeur,  l 'expression de mes sentiments 1 

Best Available Copy 



Action Memorandum t o  the Director of USAID/RABAT dated September 26,  1985. 

Project Authorization Amendment dated September 26, 1985. 

Original Project Authorization dated September September 28, 1979, 

Original Project Authorization dated October 5 ,  1979: 



ACTION MEMORANDUN TO THE E1,ISSION DIREC1'OR 

FROM: 

SUBJECT: 

PROBLEM: 

W i l l i a m  S. Rhodes, Frogran O f f i c e r  

Approval of Revised Projec t  Paper and hendment  of Guaranty 
Author iza t ions ,  608-HG-001 

Your approval  of t h e  revised  Pro jec t  Paper and amendment of t h e  guaranty 
a u t h o r i z a t i o n s  a r e  r equ i red  i n  order  t o  make KG funding a v a i l a b l e  f o r  t h e  
Tetouan Upgrading P r o j e c t  . Guaranty a u t h o r i z a t i o n s  i n  t h e  amount of $25 
m i l l i o n  were i s s u e d  by AID/W i n  1979 t o  f inance  t h e  Ben M'Sik S h e l t e r  
Upgrading p r o j e c t ;  The Mission withdrew i t s  support  of t h i s  p r o j e c t  i n  3982 
because of changes made by the  GOM t h a t  s i g n i f i c a n t l y  a l t e r e d  i t s  cha rac te r  
from t h a t  approved by A D .  The O M  has now requested t h a t  t h e  HG-0Ol 
a u t h o r i z a t i o n s  be used t o  f inance  t h e  Tetouan upgrading p r o j e c t  i n  development 
of a program t o  improve O M ' S  capaci ty  t o  des ign and implement urban 
development and s h e l t e r  f inancing f o r  low-income fami l i e s .  

DISCUSSION: 

The HG-001 was au thor ized  f o r  $25 m i l l i o n  i n  1979 t o  support  the  Ben M'Sik 
b idonv i l l e  upgrading p r o j e c t  i n  Casablanca. No borrowings occurred,  however, 
and i n  t h e  beginning of 1982 the  GOM suddenly changed t h e  o r i e n t a t i o n  of t h i s  
p r o j e c t  from t h a t  of on-s i te  upgrading t o  r e l o c a t i n g  t h e  ma jo r i ty  of the  
i n h a b i t a n t s  on ano the r  s i t e .  While t h i s  fundamental p r o j e c t  change was 
pr imar i ly  due t o  v e r y  s p e c i f i c  cons idera t ions  r e l a t e d  t o  t h e  Ben M'Sik 
s i t u a t i o n ,  i t  d i d  cause AID t o  withdraw i t s  support  f o r  t h e  p r o j e c t  a t  t h a t  
time. USAIB d i d  agree ,  however, t o  mainta in  t h e  a u t h o r i z a t i o n  and t o  cons ider  
amending i t  t o  f inance  another  appropr ia te  upgrading p r o j e c t  a t  the proper 
time. The p r o j e c t  i n  Tetouan was considered t o  be t h e  most l i k e l y  p o s s i b i l i t y .  

The Tetouan Upgrading Pro jec t  i s  included i n  the  c u r r e n t  Five Year Development 
Plan and was one of t h e  sub-projects i n  t h e  o r i g i n a l  HG-002 P ro jec t  
I d e n t i f i c a t i o n  Document approved by AID/W i n  January of 1981. It was l a t e r  
de le ted  f r o m  t h e  f i n a l  P ro jec t  Paper however, when t h e  amount of t h e  HG-002 
a u t h o r i z a t i o n  was s u b s t a n t i a l l y  reduced. 

Technical a s p e c t s  and s t u d i e s  of t h e  p r o j e c t  have been under development by 
t h e  Minis t ry  of Housing f o r  t h e  l a s t  four  years .  During t h i s  period the  GCM 
has requested USAID HG-002 f i n a n c i a l  a s s i s t a n c e  i n  prepar ing  t h e  p ro jec t  
design. Di rec t  s h o r t  term t echn ica l  a s s i s t a n c e  t o  t h e  p r o j e c t  was provided by 
a n  AID-funded a d v i s o r  under USAID/Morocco's Low-Income S h e l t e r  Projec t  
(608-0156)- 

Tfne CXlM subsequently requested t h a t  the  HG-001 a u t h o r i z a t i o n  be amended t o  
provide f o r  an  AID sponsored Housing Guarantee Program i n  Tetouan, address ing 
the  problem of urban development and s h e l t e r  f inance  f o r  t h e  urban poor 
p r imar i ly  i n  coping wi th  c l andes t ine  urban se t t l ements .  



A discuss ion paper, w r i t t e n  i n  l i e u  of a PID, was reviewed and approved by t h e  
Mission on March 19,  1985. Following t h e  NEAC review of t h e  d i scuss ion  paper 
on A p r i l  9, 1985 f o r  t h e  proposed amendment t o  t h e  Morocco Tetouan Upgrading 
p ro jec t  608-H6-001, AID/W approved t h e  HG-001 Pro jec t  and a u t h o r i z a t i o n  i n  t h e  
fieid, cont ingent  upon t h e  r e s o l u t i o n  of t h e  fol lowing p o l i c y  i s s u e s  ( S t a t e  
15369) t 

- Cost Recovery - I n t e r e s t  Rates 
- Public Sec to r  Lending I n s t i k u t i o n s  
- Affordab i l i ty  - Debt Servicing and Risk Analysis 

The W C ' s  i s s u e s  were addressed i n  Rabat 7570 t o  t h e  s a t i s f a c t i o n  of AID/W, 
These i s s u e s  and o t h e r  des ign  i s s u e s  a r e  summarized i n  t h e  rev i sed  Pro jec t  
Paper (pages 33-36), S t a t e  269559 author ized t h e  Mission t o  proceed wi th  t h e  
amendment of t h e  HG-001 a u t h o r i z a t i o n ,  sub jec t  t o  t h e  i ssuance  of a  negative 
environmental determination.  The Bureau Environmental Coordinator gave t h i s  
determination i n  STATE 285919 dated September 18,  1985. 

The Mission Review Committee m e t  on August 6 ,  1985 t o  d i s c u s s  t h e  f i r s t  d r a f t  
of t h e  amended p r o j e c t  paper. Subsequently, t h e  Pro jec t  Paper was f u r t h e r  
m v i s e d ,  incorpora t ing  t h e  suggest ions of t h e  review committee. On September 
10,  1985 the  Mission Review Committee m e t  t o  d i scuss  t h e  f i n a l  d r a f t .  The MRC 
recommended t h a t  sub jec t  t o  c e r t a i n  f i n a l  changes i n  t h e  t e x t ,  t h e  revised 
Pro jec t  Paper be approved and t h a t  t h e  guaranty a u t h o r i z a t i o n s  be amended, 
These f i n a l  changes have been made. Minutes of t h e  MRC meeting a r e  a t tached,  

RECOMMENDATIONS: 

1. That you approve t h e  revised Pro jec t  Paper by s5gning t h e  f a c e  shee t .  . 

2. That you amend t h e  guaranty au thor iza t ions  by s ign ing  t h e  Amendment 
document, providing HG f inancing of $25 m i l l i o n ,  f o r  t h e  Tetouan Upgrading 
p ro jec t .  



AMENDMENT TO HOUS ING GUARANTY AUTHORIZATIONS 

PROJECT 608-MG-001 

- Authorization dated September 28, 1979, in the amount of: fiteen million 

dollars. 

- Authorization dated October 5, 1979, in the amount of ten million dollars. 

Pursuant to the authority vested in the Assistant Administrator, Agency for 

International Development, by the Foreign Assistance Act of 1981, as amended 

(FAA), and the delegations of authority issued to me by State No. 104544, 

April 1985, I hereby amend the authorizations attached hereto, dated 

September 28, 1979 and October 5, 1979, by deleting t k  second and third 

sentences of each. 

Robert C. Chase 

Director, USAID, Rabat 

September L*, 1985 

SEP 2 6 1985 



GUARANTY AUKHOR%ZATION 

Provided From: Housing Guaranty 

For : The Government of h l ~ r o c c o  

8. 

Pursuant t o  t h e  author i ty  vested in t h e  Assistant Administrator,  Agency for 
Internstic?al Development, by the Foreign Assistance Act  of 1961, as amended 
(FAA), ar.3 t h e  delegations of authori ty issued thereunder,  I hereby authorize t h e  
issuance >f guaranties  pzrsuant  to Section 422 sf the  FAA of not to exceed Pif teen  
million dollars ($15,000,009) in f a c e  amount,  assuring against losses (of not t o  
exceed one hundred percent  (100%) of loan investment and in teres t )  with respect to  
loans by eligible US.. investors  (Hnvestor) acceptable t o  A.I.D. made to f inance 
h~usirlg pr~jects in Morocco. 'This guaranty will assist in financing t h e  housing 
p rqyz :x  of t h e  Governmerit of hkxocco f o r  low income households primarily in t h e  
squatter =ea bidonviil2 of Sen M'Sik in Casablanca. Activities to be financed 
hereunder shalt include u p ~ c a d i n g ,  c redi ts  for  h ~ r n e  improvements, c a r e  housing, 
related community services and facilit ies,  employment generation, insti tution 
builciing of the  kljni?jtry of Housicg and preparation of studies lending t o  fu ture  
shelter eiforts.  This guaranty shall be subject to - t h e  following terms and 
conditions: 

1. Term of C u z r a n t p  The loans shall extend f o r  a period oi up t o  thir ty 
years (30) f r o m  t h e  d a t e  of disbursement and may  include a grace  period 
of up to :en years on repayment of principai. The guaranty of t h e  loans 
shall extend for  a period beginning with t h e  firs? disbursement of the 
loans and shz2 continue until such t i m e  as t h e  Investor has been paid in 
fall  pursuant to t h e  t e r m s  of t h e  Icans. 

2- Interest Rate :  The r a t e  of in teres t  payable t o  t h e  Investor pursuant Po 
t h e  ioans Tall  not  exceed t h e  allowable r a t e  of in teres t  prescribed 
pursuant to Section 22%) of t h e  FAA and shall be consistent  v:ith r a t e s  of 
interest  g c n e r d l y  available far  similar types of loans made in t h e  long 
t c rm U S .  capi ta l  markets.  

3. Government of Morocco Guaranty: The Government of Fkxocco shall 
providc far a full f a i th  and credit guaranty to indemnify A.I.D. against all 
fosses arising by virtue of A.I.D.'s guaranty  t o  t h e  Investor or from non- 
payment of t h e  guaranty  fee. 
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4. Fee: h e  f e e  of the  United States shall be payable in dollars and shall be - 
one-half percent 0/2%) per annum of %he outstanding uaranticd amount 
of the loans plus a fixed amount equal to one percent f 1%) af the amount 
of oke loam authorized or any part thereof, to be paid as A.I.D. may 
determine upon disbursement of the  loans, 

Broject Delivery Plan: The Government of Morocco and A.I.D, shall sign 
an Implementation Agreement which requires A.I.D. approval of a Project 
Delivery Plan prior t o  the first disbursement. The Project Delivery Plan 
shall show projected construction activity or s thcr  uses of the  Loan over 
the  duration of the implementation period, This plan shall he prepared by 
the  Government of. Morocco with the  assistance of A.I.D., and shall 
reflect  the anticipated time, costs, and financing of the Project or 
subproject in accordance with the  guidelTnes provided by .4.1.~. 

6. Other Terms and Conditions: The guaranty shall be subject to  such s thcr  
terms and conditions as A.1.D. may deem necessary. 

IT I -- 
~ d d e ~ h  C. Wheeler 

Clearances: 



DEPARTMEIYT OF' STATE 
AGENCY FOR lNTf W N A T l O N A b  DEVELOPMENT 

wAsncnerow. 0.e. rorm 

GUARANTY AUTHOREAT ION 

PROJECT 668-HG-001 

Provided From: Housing Guaranty Authority 

For : The G ~ v e r n m e n t  of Morocco 

Pursuant tc the  aurhority vested in the  Assistact Alziinistrator, Agency for 
International Development, by the Foreign Assistance Act of 1961, as amended 
(FAA), and the delegations of authority issued thereunder, I hereby au~hs r i ze  the  
issuance of guaranties pursuant t o  Scstion 222 of the FAA of not t o  exceed ten 
million dollars ($10,000,000) in face amount, assuring against loses (of not to  
exceed one hundred percent (100%) of loan investment and interest)  wi th  respect t o  
loans by crfigible U.S. invest0 vestor) acceptable t o  4.I.D. made to finance 
housing projects En Morocco. s guaranty will assist in financing rhc housirag 
program of the  Government of cco for low income households primarily in the 
squatter area bidonville of Ben M5ik in Casabfanca. Activities to be financed 
hereunder shall indude upgrading, credits for home improvemenzs, core housing, 
related community services and facilities, ernpioyment generation, institutiotl 
building of the Ministry of Housing and preparation of studies lending to future 
shelter e f f o r t .  This guaranty shd l  be subject to  the following terms m d  
conditions: - 

I. Term of Guaranty: The loans shall extend for a period of up to  shirry 
years (30) from t h e  date of disbursement and may h d u d e  a grace period 
of up to ten years on repayment of principal- The guaranty of the  l o a s  
shall extend for a period beginning with the first disbursement of the 
ioms  and shall continue umii such time as Tht investor has hen paid in 
full pursuant to t he  te rms  of t he  loans. 

2. Interest Rate: Ttae ra?e of interest payzble to the Investor pursuant so 
the  leans shall no? exceed the  allowable rate of 'interest prescribed , 

- - pucilJant to Section 2236) of the FAA and shad be consisaent with rates ;f 
interest generally available for similar types of loans made in the long 
term US, capital markets. 

3. Covernmenx of Morocco Guaranty: The Government of Morocca shall 
prov~de  for r full faioh and credit guaranty ro indemnify A.I.D. against al! 
losses arising by virtue -of ,4.I.D.4 guaranty t o  the  Investor or from non- 
payment of the guaranty f e e .  



- *. 

Annex 19-4 

--- 
GC/H:?.,iCKitav -- Date 

4. Fet: The fce of t h e  United Sta tes  shall be payat., in dollars atld shall be - 
one-half percent (l/Z%) per annum of t h e  outstanding guarantied amount 
of t h e  loans plus a fixed amount equal to one percent (1%) of the  amount 
of t h e  loans authorized or any part  thereof,  t o  be paid as A,I.D, may 
deter mine upon disbursement s f  t h e  loans. 

5. Project Delivery Plan: 7ht Government ~f hlorocco and A.I.D. shall sign - ;. an Implementation Agreement which requires A.I.D. approval of a Project 
Delivery Plan prior to  the f irst  disbursement. The Project Delivery Plan 
shall show pcojeeted construction act ivi ty or  other uses of the Loan over 
the  duration of the irnr,lernentation period. This plan shall he prepared by 
t h e  Government of brorocco with the assistance of A.I.D., and shall 
reflect  the  anticipated time, costs, and financing of the Project or 
su5project in accordance with the guidelines provided by A.I.D. 

6. Other Terms &nd CsnCi?ic~ls: The guaranty shall be subject to  such other -.-. ' 
iftrms 3nd co:?dirxxa as .4.k.D. may deem necessary, 

d 2 r  5; 1979 . 
--- --- 

Date 

Clearances: 
DAAINEAWhite 



THE HOUSING GUARANTY PEOGRW 

STATUTORY CHECKLIST - 

PROJECT NO. 608-HG-001 - As Amended - 

ANSWER YES OR NO PUT PP PAGE 
REFERENCES AND/OR EXPWATIOWS 
WHERE APPROPRIATE 

General Criteria Under BG Statutory 
utesori ty 

Section 221ta) 
Will the  proposed project farther one or 

is intended to increase the 
availability of domestic financing 
by demonstrating to local 
entrepreneurs and institutions that 
providing low-cost housing is 
financially viable; 

is intended to assist in marshalling 
resources for low-cost housing; 

support8 a pilot prcject for Low-cost 
shelter, or is intender!. to have a 
maximum demonstra%ion impact on local 
institutions and national; and/or; 

is intended to have a long run goal to 
develop domestic construction 
capabilities and stimulate local 
credit institutions to make available 
domestic capital and other management 
and technological resources required 
for low-cost shelter programs and 
policies : 

Section 222(a) 
I. Will the issuance of this guaranty 

cause the total face amount of 
guaranties issued and outstanding at 
this time to be in excess sf ? 

Yes - Domestic financing ~ i t h  the 
Sites and Services Project 
through the FEC and mobilization 
of beneficiary resources for home 
constrwction and improvements. 

Yes - See resources in the areas of 
upgrading and iafrastructupe 

Yea - Sites and Services Project 
Institutions: BMHI 

PEC 
PI of Tetouan 

Yes - Use of local contractors in 
both the Sites and Services and 
Upgradirag components and credit 
financing from the FEC for the 
Runieipality of Tetouan. 



r 

2. W i l l  the guaranty bo iseued prior t~ 
September 30, 19853 

Section 2224b) 
Will the proposed guaranty rasult in 
activities wbieh emphasize: 

(1) projeets providins improved home sites 
to poor families on which to build 
shelter and related services; or 

(2) projeets comprised of expandable core 
shelter units OR serviced tIitet3; of 

( 3 )  slum upgrading projects designed to 
conserve and improve existing sheltsr; 
or 

(4)  shelter projects for low-income people 
designed for demonstration or insti- 
tution building; or 

( 5 )  community facilities and services in 
support of projects authorized under 
this section to improve the shelter 
occupied by the poor? 

Section 222ic) 
If the project requires the use or 
conservation of energy, was consideration 
given to the use of solar energy 
technologies, where economically or 
technically feasible? 

Section 2234a) - 
U i l l  the A.I.D. guaranty fee be in an 
motant authorized by A.I.D. in accordance 
with its delegated powers? 

Section 2234f) 
Is the maximum rate of interest allowable 
to the eligible U.S. Investor as pre- 
scribed by the Administrator not more than 
one percent (1%) above the current rate 
of interest applicable to housing 
mortgages insured by the Department of 
Housing and Urban Development& 

Yes - Serviced Sites and Upgrading 

Mo - Families have this option 
after purchase of eerviced site. 

Yes - except where technically 
infeasible 

Pea - Institutions: 
rnHI 
FEC 

Yes - Water, Sanitation Sewerage 
Service and Haintenance, 
Electricity 

Yes 



Section 2234h) 
Will the Guaranty Agreement provide that 
no papent may Be made under any guaranty 
issued for any loss arising out of fraud 
sr misrepresentation for which the party 
seeking payment is responsible? 

Section 2 2 3 ( j )  
(1) Vill the proposed Housing Guaranty 

be coordinated with and complementary 
to other development aesistance in 
the host country? 

( 2 )  Will the proposed Housing Guaranty 
demonstrate the feasibility of 
particular kinds of housing and other 
institutional arrangements? 

( 3 )  Is the project designed and planned 
by A.I.D. so that at least 90 percent 
of the face value oP the proposed 
guaranty will be for housing suitable 
for families below the median income, 
or below the naedian urban income for 
housing in urban areas, in the host 
country? 

( 4 )  Vill the issuance sf this guaranty 
cause the face value of guaranties 
issued with respect to the host 
country to exceed $25 million in any 
one fiscal year? 

( 5 )  Will the issuance of this guaranty 
cause the average face value of a11 
housing guarsnties issued in this 
fiscal year to exceed $15 million? - 

Section 238(c) 
Will the guaranty agreement provide that 
it will cover only lenders who are 
"eligible investors" within the meaning 
of this section of the statute at the 
time the guaranty is issued? 

Criteria Under General Foreign Assistance 
Act Authority. 

Section 620/620A 

Yes 

Yes - %BRD 

Yes - Financial roElovers by PEC 
Sites and Services component 
cross-subsidy potential. 

Yes - Upgrading and Sites and 
Services Component are 
targeted to low income 
f milies 

Yes 

(1) Does the host country meet the general 



criteria for country eligibility m d e r  
the Foreign Assistmce Act as set Yes 
forth in the country eligibility 
checklist prepared at the beginning of 
each year? 

(2)  1s there any reason to believe that 
circumstances have changed in the host Wo - Current USAID country 
country so that It would now be statutory shecklist 
ineligible undep the country statutory 
checUirt? 
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S U B J E C T :  MOROCCO TETOUAN NEIGHBORHOOD UPGRADING ' P R O J E C T  

1, ON J A N U A R Y  15 ,  I985 THE GOM'S DIRECTOR OF H O U S I N G  IN 
THE M I N I S T R Y  OF HOUSING AND RFGSONAL P L A N N I N G  ( M H A T )  
h E T  W I T H  T H E  D I R E C T O R  OF USAID/MOROCCO T O  R E Q U E S T  ON 
BEBALF OF MHAT THAT THE HG 001 GUARANTY A U T H O R I Z A T I O N  
BB C O N S 1  DERED BY USAID AS A MEANS O F  FINANCING ITS 
TETOUAN UFGRBDING P R O J E C T  I N  P L A C E  OF T 9 E  BBN N'SIX 
PROJECT IN CASABLANCA, 

2, A TETOWAN UPGRADING P R O J E C T  WAS APPROVED AT T H E  P I D  
LEBF;L ON J A N  22, 1981 (81 S T A T E  84519?), AS P A R T  03' A 
LARGER OVERALL PROGRAMMATIC T Y P E  RG LOAN T O  T H E  MHAT. 
HOWEVXR, TEE H G - 8 0 2  P R O J E C T  P A P B R  AS A P P R O V E D  FOR $17 
H I L L I Q N  IN SEPTEMBER 1981 CEFgiRED CONSIDERATION OF THE 
T E T O B A N  P R O J E C T  T O  A E A T E R  DATE I N  ORDBR TO P E R M I T  THE 
F I N 1  S T R Y  TO CONCENTRATE I T S  E F F O R T S  ON G E T T I N G  TEE 
SKALL BIDONVILLE AND CORE EOUSPNG PROGRAM UNDERWAT. 
SINCE 1981 RHUDO AND U S A P D  HAVE MONITORED DEVELOPMENT 
OF MHAT P L A N S  FOR THX TETOUAN UPGRADING P R O J E C T .  IN 
1982 AN AID-FUNDED CONTRACT A D V I S O R  WAS A S S I G N E D  TO 
YBAT'S R E G I O N A L  O F F I C E  IN TETBITAN F O R  8 MONTHS TO 
ADVISE ON TBE: P R O J E C T  D E S I G N  P R O C E S S .  AT THAT T I M E  T H C  
EHAT W A S  P R O P O S I N G  T O  UPGRADE (WITH 96 F U N D I N G )  T H E  
D Z R S A  NEIGHBORHOOD, ONE OF TWO LARGE SLUM S E T T L E M E N T S  
I N  TETOUAN.  I N  1983 T H E  MHAT R E G I O N A L  O F F I C E  CQMPLETED 
A D R A F T  P R O J E C T  P R O P O S A L  FOR THE DERSA NEIGHBORHOOD. 
S U B S E Q U E N T L Y ,  RHUDO SUGGESTED TEAT TEIE M I  N I  STRY PROVI BE 
P O R E  D E T A I L S  OF C E R T A I N  P R O J E C T  COMPONENTS, 
P A R T I C U L A R L T  I S S U E S  INVOLV I N G  F I N A N C I A L  AND 
I N S T I T U T I O N A L  COORDI NATION.  A FORMAL REVIEW O F  T H I S  
P R O J E C T  PROPOSAL WAS P O S T P O N E D  BY A I D  PENDING MEAT'S 
C O M P L E T I O N  OF C O N D I T I O N S  P R E C F U E N T  TO XBE FIRST HG 002 
BORROW I W G . 
D U R I N G  TEE P A S T  18 MONTHS, FOLLOWfNG THE DESSA P R O J E C T  
P R F P A R A T I O N ,  THE MHAT R E G I O N A L  O F F 1  CE HAS P R E P A R E D  
P L A N S  FOR T H E  UPGRADING O P  TBE ADJACENT NEICHEORHOOD O F  
SAMSA. HHAT HAS D E T E R M I N E D  THAT THIE: TWO S I T E S  S H O U L D  
BE D E A L T  WITH AS ONE LARGE UPGRADING P R O J E C T  R E C E I V I N G  
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FINANCING AND M O N I T O R I N G  SUPPOBT FROM ON% DONOR 
AGENCY. S U B S T A N T I A L  R E D U C T I O N S  I N  THE T O T A L  COST OF 
U P G R A D I N G  R E S U L T  FROM T H E  S I K P L I F I C A T I B N  O F  DESIGN 
STANDARDS,  R E D U C T I O N  OF P L A N S E D  LFVEL OF D E M O L I T  I O N  

-9ECRNP C A L  R E D E S I G N  AND T E E  COMEINAT I O N  O F  OFF-Sf TE * 

- 1 N F R A S T B U C T U S B  f OR B O T H  NEPGHBOBEOOCS , RECENT P R O J E C T  
-DOCUMENTS - E S T I M A T E  T O T A L  P R O J E C T  C O S T S  MOT T O  EXCEED 
-$25 E LEVEL A T  TODAY "S E X C H A N G E  R A T E  (9,9 DH/$), ON 
-JAN 28 ,  1985, MHAT A D V I S E D  BBUDO THAT THE MHAT HAS 
BUDGETED $6 MILLION FOR U S E  IN DERSA/SAMSA THROUGH CY 
86 POW THE S T A R T  UP OF THE P R O J E C T  AND T H A T  $1 M I L L I O N  
HBS BEEN APPROVED BY TEE FINANCE M I M I S T R T  (MOF) FOB 
LAND AQUISITION THIS CY. 

3, IN THE MEANTIME, TEE GOH HAS MADE I T S  F I R S T  
BORROWING OF $4.8 M I L L I O N  AND H G m Q 0 2  HAS BEGUN TO 
HOVE. A REGENT AID PROGESS R E P O R T  OF T H E  HG-882 
PROGRAM I N D I C A T E S  SUBSTANTIAL IMPROVEMENT I N  MHAT'S 
A B I L I T Y  TO MANAGE ITS LOW-COST SBELTZR PROGRAMS. THE 
M I N I S T R Y  H A S  P R O P O S E D  THAT T H E  AGENCY R E S P O N S I B L E  F O R  
PMPLEMGNTATION OF THE TETOUAN U P G R A D I N G  P R O J E C T  BE TEE 
N%W AND SEMI-AUTONOMOUS N A T I O N A L  FIOUSI NG U P G R A D I N G  
AGENCY ( A N C H I )  WHICH HAS S E E N  E S T A B L I S E B C  S P E C I F I C A L L Y  
TO CARRY OUT PROGRAMS OF LOW-COST U P G R A D I N G  OF 
SUB-STANDARD H O U S I N G .  THIS AGENCY HAS R E C R U I T E D  A STAFF 
QP TOP P L A N N E R S  , DZANAGERS A N D  S E E Z T E R  T E C H N I C I A N S  IN 
k;QRQCCO, MEAT I S  ANXIOUS T O  MOVE FORWARD R A P I D L Y  WITH 
THIS COMBINED TETOUAN [ D E R S A / S A M S A )  PROJECT AND 
BELf E V E S  THAT ANCRI CAN AVOID NANY A D M I N I S T R A T I V E  
BOTTLBHECKS BECAUSE OF I T S  SEMI-AUTONOMOUS A U T H O R I T Y  
I.ND S T A T U S .  

4, U S A I D  AND RHUDO BELIEVE THAT THE NE BUREAU A.ND PRE/H 
S B B U E D  ACCEPT THE HERITS OF THE TETOUAM U P G R A D I N G  
PROJECT AS A REPLACEMENT POW THE BEN W S P K  PROJECT 
AUTHORIZED E A R L I E R ,  THE T E T O U A N  P IdJECT I S  S I M I L A R  TO 
BEN M'sIK W I T B  RESPECT T O  ITS SCALE, I T S  IiIGE GOM 
P R I O R I T Y ,  I T S  V I S I E I L I T T  A N D  I T S  EENEF1ClAR.Y INCOME 
L E V B L S  . THE P R O J E C T  A L S O  DEKONSTXATES MRAT'S 
W I L L I N G N E S S  TO U N D E R T A K E  L A R G E  SCALE U P G R A D I N G  
EFFORTS. THE F I N A N C I N G  OF T H I S  PROJECT THROUGH AN 
AHENGMENT OF T H E  BG-001 A U T H O R I Z A T I O N  R E P L A C I N G  BEN 
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M'SII WITH TETOIJhN WOULD HOT C?NL? PTJIITBER I D * %  BOWING 
AND URBAN DEVELOPMENT OBJECTIVES IN MOROCCO, BUT YOULB 
ALSO STRENGTHEN USAlD/'RRUBB T I P S  WITB M H A T  AND OTHgR 
URBAN DEVELOPMENT I N S T I T U T I O N S  I N  HQROCCO. , 

5 ,  IH LIGHT OF KHAT D E S I R E  TO MOVE FOXWARD QUICKLY 
WITH TETOUAN UPGRADING AND THE PROGRESS NOW BEING MADE 
UNDER HG-0B2 (SEE SEPTEE),  USAlD/MORQCCO AND RHUDQ/NE 
STRONGLY RECOMMEND NE AND P R E D  AGREEMENT I N  P R I N C I P L E  
TO THE IDEA OF AN AMPkdMENT OF BG-081 '110 PERMET BG 
F I N A N C X M G  OF TEE PROJECT. RHUDQ AND MISSION ARE 
PREPARING A RXPQRT, ON TBE BASIS OF THE PNFBBMATION NOW 
AVAILABLE,  DESCRIBING TEE PROPOSED TETOUAN UPGRADING 
PROJECT AND SUPPORT1 NG THI S RECOMMENDATION WITH 
ANALTS XS OF PROPOSED CHANCES IN THE P R O J E C T  AND 
RELEVANT ISSUES. I F  THIS PID-LIKE DOCUMENT I S  APPROVED 
BY NE BUREAU AND PRE/A, M U D O  AND HISS ION WOULD THEN 
PROCEED WITH A REVISBD PROJECT PAPER TO SUPPORT AN 
AMENMENT OF THE B6-001 AUTBORIZATI ON. REED 
ET 
#I928 
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SUGJECT: NEAC REPORTING CABLE - PROPOSED AMEHDPIENT TQ 
TBX MOROCCO TBTOUAN UPGKADING PXOJECT 6Q8-HG-BgP 

mPXBENCE: STATE 103764 

1, THE MEAC M3T ON APf i IL  9 AND UISCUSSBD TBF: FHQPQSED 
REVXSIOYS TO THE SUBJECT EG, 

2, T9B MISSION'S  PROPOSAL TO RXVlSE THX HG PROJECT WAS 
APYHOVBD SUBJECT TO TEE nESOLUTIOW QF TZX FDLEQWING 
ISSUES: , 

- w 3 .  COST W C O B L R f  - Tag PHOJBCT SY3ULD BE F I N A N C I A L L Y  
- V f  ABLE; I ,E., ALL COSTS, TNCLOUING C A P I T A L  INVESTMENT 

C O S T S ,  OPkKAYING COSTS, AIdD TBr; FUEL COST CAPITAL, A S  
SE'I' F0'P.W I Ih' PAXAGXAPE f El3LB;u', SEOUL;) PE RECOVERED. 

- YES YP SHOULD BhVX A DXTAILSD FINANCIAL ANALYSIS TSAT 
D&flOkSTEA'I1XS T H X  P x W E C T ' S  PINANCLHL V I A B I L I T Y .  ' ldE 
NEAC kBAFBIRMPD THAT USEH FEES SEOUEB EE UTILIZE9 TO THE 

4 mBX1mUM kXTbMT PSOSSIBEX TC RECOVE2 COSTS. OP8nAPIi4G 
COSTS FOX SERVICES (E.G., WATEX AflD SEUEEAGE) AND CAPITAL 
I N ~ & S T M & N F  (PIPES,  TXXATMEMT FACILXTIES, ETC ,) T E ~  CAN . BF PEASONABLY ALLOCATED TO SUCII. SERVICES SIIOULD BE 

Li  RE;COVEMXI) BH DSXR FJiES, ALL COSTS WHIGE CANNOT EE SO - ALLOCATED (3,G., TBUNX LINES, ROAD CDNSTR'bfETfON AiiD krq!OW $A1 
P?AINTEMANCX) HAY BY RECOVEHBD BY PROPERTY TAXES OR O P 8 8 9  4 

HONICI?AAL TAXES. WQ A e f ~ ~ f  Nl=essi 



5 .  PDnLIC SECTOR LENDING KNSTITUTPQNS - IT APPBABS TEAT 
A N a I ,  N$VJ.Y ESTABEISBXD AS A PABhSTATbL, WILE PROVIDE 
LOANS TO FHIVATE DEVELOPEHS BUT VILE NOT BE LENDING TO 
THB ULTIflAT'E B X F ; Y F I C I A H Y  tlOHY BUY'ISRS. XF S3, TBE PP 
SROUEI) TAIY I N T O  CONSI~EHAFION 'L'U AGENCY'S P O L I C Y  AS 
STATSC I N  THE R&C%NTEY APFHOVEB POLICY . P A P E R  OF PRIVATE 
LNTLKPHISL DZIkZOPMBNT WHICY SAYS QUOTB A.E,D. RESOURCES 
SBOULD BE CRANNEZZD THHOUGH THE PHIVATE SECTOH RdTBEH 
T Y A N  THB PUBLIC SEC'l'OR WEEN aOST SOVSXNMENT CONCITIO%S 
MA ;E TBIS POSSIBLZ UNQUOTE AND QUOTE AXU FUhDS PROVIDED 
YO F I N A N C I A L  INSTIFUTIONS SBOOLD AV3ID INTdOBUCING 
GOVERNMENT MINISTRIES OH P A U S T A T A L S  INTO THE ON-LENDING 
APPROVAL PROCESS U Y U E  SIJCR INVOLVEMRNT DORS NOT NOW 
EX IS?, F U R T S B ~ M O R E ;  SUCH PBOJBCTS SHOULD SEEK TO EXTRACT 
CQV&RNMBNF M I N I S T X I X S  AND PIBASTATALS FROM %EX PROCESS IF 
THEY ARE NOW SO INVOLVED UNQUOTE, IN VIEW OF THE A B O V E ,  
THE M I S S I O N  SHOULD EXPLORE THX FEASIBILITT OF PEACIN~S 
RZSPOXS PBIZITY 3'0% AMY ON-LgND ING ACPIVI41ES REqUPdED TO 
IMPLEMgNT ThIS PROJECT O N  PRIVATE F I N A N C I A L  INSTITUTIONS 
kAT9XK 'l'kiAt4 A N H I .  IF A N H I  IS TO PLAY A?4 ON-L%t!DING 90LE. 
ANY I N T ~ H ~ S T  RATES SYARGED BY ANSI MUST BE SET AT A LEVEL 
UtiICB WILE ROT RESULT I N  UNFAXd COY!?%TITION XITBER WiTH 

J 6* AFFOR3AZILITY - T 9 X  GSSTS TQ THE BENEFICIARIES ( P , E . ,  'i 

~OUSI%, BOME IMPHOFEMENkS , U S L 3  PEES,  AXLATEE TAXSS)  
. V l L l  RAVE TO BE CARZPULLY ASSESSED TO BNSUBE TZAT T9E i 

8 O U S P N G  AMD SXRVICES DEVELOPED AS A RgSJLT OF ??IS 
FdOJrXT AXE ATFORDABLE BY TiU T A  ReBT GBOUPS , DIFFJ~RENT c 

. ANkiYSbS VfLL BE BEQIYIHED FOX THE SITES WITS SXRYICE5 AND - 
TBE; USGRAD1 NG SEGMENT'S OF THE PftOJECT , ASS'JI31P'L'IONS 
RFGABDING THE COSTS OF THE BQUSLHS TO BE CONSTRUCTE3 OM 
SITES WIT9 SEBVICES 3AVE TO EE CONSIUEREU IN TuE a 

AFFQSDABILITY ANALYSIS 3F TSB SITgS AND SEHBIC!;S 
COMPONENT A N 9  COS'l'S, SUCR A S  THOSE ENTAILED EY REEBCsTPNC 
PAMILPSS, SILL R A P &  '13 Bh CONSICEXED IN T932 W':KAD16?4"d 
COPIPONXNTo 

. BXCBUSE ThE IBTEBkST COSTS ON T9E BBRROVPD FUHDS MUST BE 
HECOVEHE3 SH A M I  T K R Q U G B  TaE SALE OF TEE SITES TO 5E 

* IJZYELOPED AND TFX S & & V I @ E S  TO BE PSOVIDXD, TYk IMPACT OF 
* Q9E I N T E E S T  HATES ON TEE ULTIMATS TA25ET Si?aUP OF BOPlE 

PUXCBASXRS SYOUED 8% CAHkFULLY A3SBSSYD IN 23k PY. IF 
THE A N A L Y S I S  TNDPGATES T9fiT izblr3 f i K C 3 V K X Y  OF PEOJXCT 
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COSTS DSING THe ~ A R Y L T  INT&RXST BATX ECULG i4AKL TK& 
ilOUSIK2 SOLUTIONS UNAPFORDABLB PY TBB l '4HCPT GH3UP( S) A N D  
THE MISSION O f C i D l S  THAT A SUBSIDY I S  APPRSPHI~TE (ONCE 
I T  KAS F6'tThd UNDEdSTANDXNG OF THE TXADb;-BFFS kl3PCH ARE 
~ N F L I c I T  ) P i i E N  TEE NPSSIQh SSOULD PROVIUE & JUSTIFICATION 
FOX A SUhSIf i Io  ANY SUCH JUSTIFICATION SHOULD ANALTZk THE 
PROPOSED SdBSIDY I N  TEaMS OF ITS EFFECTS ON INTEaEST 
MATES ANIJ H %LATE: THXSE TO VBHLD BAN3 POXICY ON INTEREST 
X A T X ~  IN ~ 0 S 3 C @ 0 .  IF A S U ~ S P D Y  IS CObiSIDERED 
AYPHOPH I h 1 N 9  MISSION SEOULD ADVISE AID/U AN3 RSQUEST NEAC 
GUIJIAtUCi$ O N  'fiil[S FOLICP ISSUP PiiIOH YO ThE C0PlFEdTIOI.I' OF 

PP SO T E E  ?BOJXCT MAY RE DE3IGNEC TO IrJCORPORATE TEE 
W : c C  fUIlM!Cf.  HOWEVER, TBB NEAC SBBCIFICALLY ABPXOVED 
YBX USE OF :ROSS S U E S f D I E S ,  If THISY PROVE FEASIBLE, 

7. C K ~ T  SKRSICING AND R I S l  A N A L Y S I S  - THE PROPOSAL'S 
M ~ C ~ O F C O N O ? ? I C  ANALYSIS IUBNPIFIED A RISX (:TAT TEE RS L3xN 
SkdVIOING M IGHY B W O E E  INVgLVED IN DgBT R & S C U U U L I N G  
bITBIN THr' NEXT T H M q  YEARS UNXESS TEE LOAh IS 
APPrlOPHIATELY STHUCTURED. T8E; NYAC SUGGPS'PED TYIS CAM B& 
EON3 2 Y  PHOVlDlNG A GRACE PERIOD O N  TBE PhYHENT OF 
INTEREST, DURING TEE FIRST TWO OB TBREX YEABS OF THE LIF6 
OF TBk LORN. SOCB A STHUCl'UHING VOULD REQUIRE T3E 
CAPITALIZINS OF INTEREST PAYMENTS WITHIN TYE TOTAL HG 
E'UNDS XU'l 'hQilIZBC, ZUCB ACTION dILL YEOUCE COMAE.VSiJR?-TELP 
THE LOAN PKOCEE~JS AVAILAELE T O R  PHOJECT I?~PLEMWTATIQN.  
STRUC'I 'URING l l l i E  P R O J 3 C T  TQ L ' I N I T  TSE GAS1 NLEDS D U z I G  
TEE X h H L Y  Y Y A R S  OY THE FRROJECT %GULD SELP MINIYPZE TXF 
An3UNbt 01  I ~ I T B H E S T  N9IC3 WOULD f ~ V 8  TO 8& CAPIIALITED AND 
aL59 LIMIT hXPOSUh2 Q N  DEPT SEkVICE. A T  THk N ~ A C ' S  

E .  P A A A G k A P H  4 THROdGH 7 xAISE POLICY PSSUFS 3:EICE 
S3G'JLD 3X P,.CSDLYED P H I O X  'I9 A M X Y D l G  TYl i  AUTt?O- ' . IZA' f ION.  
g!iILX TBE MISSION rlaY P S O C X X D  FS DSVhLOP TYL PEOJECT 
AM&rdZ;MMNT, C O N T I N U E G  SABLk DIAEZGUr; XIT9 AID/Y 0 4  P2;t;SE 
ISSUXS IS RXgUZSTED A S  Tifg YISSION RXACESS ITS 
COfiCLUSIOiaS AND P I N A L  HXCSYYIMEN-DAT I O N S ,  B C C 3 d l ) I N S E I ,  
AID/\$ AFTEOVAL TO T4E MLSZIO?4 TO APlEND TEB AUT50RIZxolIO!f 
IS GOtuYIh 'GRRT UPON SUCGTSSF'UL XSSQLUTZQN OF T11X I S S U Z S  
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C.5-Zt : AID u ? / l 2 / P 5  
f$PP?V: C I k  kS'ASL 
DFFTU: F ~ ~ I G : U F ~ N S ' T ~ +  

CLQ4H: leRkUW:hAUkY 
2 ,Vr;3S :ZG Z3ST 
3 .D/D:  CJOdNSO 

UISTH: A I D - E  CHhR2,r' 

ECd ANF/PC A N D  PIfF/E, M. PITA INFO : DPR, D/DIR, PROG, 

TUNIS FOR R9UEO ANE I l A A / A N L  fiOEE9'1' BSLL RF, 

1 SUMRARY:  !;LSiaBfN %.I * XdlS SUf ,Sl'hKTIALLP COKPLESED 
" BHOJECT REI)ESIGh AND USnlE' WILL S ~ L ~ ~ T L T  BFG3d H R V I P Y  

OF AM L N D E D  PF.  THL DLSIGK NO# IlvC3HYOEhTFS TEE 
FOLSGWIYG YODlFlCAPIONE 03 AHRAMGEMFMTS, f h' RESPONSTi 
YO NkAC G U I D A N C b  AND GO%': CDNCERIJS: ( A )  M'JqT 
IMPORS'ANTLP, LCAN FIINDS FEOM TEE FIC, A 
G0VhiiNMr;NT-OK'f4EC kAhs Slt'T UP I k  1959 TYn HA;? LCAIVS TO 
K U ~ I C P P A L I T I  ES FOR U R E A N  INFRASSRUCTUEE INWiS!I!?ENTS, 
B A V E  .BEPLACED GOY Ok-LI PGE 3 U D G E T  CONThIBUTIONS,  hhD 
4F) T3X FFC, E A T a E i  T B A h  A M 1  ( ' 6 9 ~  NATIONAL iJRbAN 
R P N E ~ A L  AGENCY FOR LO$-X NCOME NEIGHBORHOODS ANY 
COFtflUN%TIES ) , t f L 3  BORRCU PSOJECT FUME (DNSr E Tah 
i iSSUMBIIOh 03 k 3-YEAE G H A C E  PFSIOD GN I g T E R X S I ,  
P K O J ~ C T  FUNDS ECUAL HG L O A N  MINUS CBPITALIZXL, 
INTEfrEST) A N D  Oh-LEN3 T H b h  TO T3E TKTOUBN 
M U N I C I P A L I T Y ;  A N E l  # I L L  BE HESPONSIELE F3H I Z C q N T C k L  
kANkG1MiNT.  

TEAM B A S  ADDRESSPD ISSUES kAIS3D EY N E A C  IK REZTTEL AKD 
BAS A R R I V l D  A T  FOLL9WItiG RESPONSES WHICH MlSSIeN B A S  
hFPIFUE1, A N D  SUPPOBTS, TEAM EFLJPVES TEAT THESE 
BF'SIPONSBS AHE SATISFACTORY : H 

ISSUL NO. 1 -- GOST RECCVERY: ALL PROJECT CaSTS, 
INCLUDING F I N A N C I K G  COSTS YILL EE RECgVERED. ISSUE 
N0.2 -- PNTFREST RATES: ( A )  T9E PkOJECT I S  FINANCIALLY 
FERSIELk k I T B  TH$ FEC PAYING ESTIMATED U.S. MASILT 
kATL, REAL ItiT?iREST kATES FOK ON-LEKDING FILL BL 
POSITIVE, kKD ( 2 )  6 0 M  WILL ASSUMk I'HE: 5'OHP;ISU 1XCHP,NGE, 
RISK OF TEE BG LCAN.  ISSUE NO, 3 -- PUBLIC SXCTOB 
L-LNDIhG; THr FEC El3 9 S E  B O K H O ~ Z R  A N D  YILL QN-LEtdU 
Ik ACCORDANCI  WXTB E S T A B L I S E F 3  FSACTIGE, 
Pk IVATE-SECTOR ALTERfdkTIBkS DO NOT EXIST. L 9 A N S  TO 
BEhPFICIARIhS hRk NOT NO&' CO\PaHPLATL5 I Y  T-x.3 PROJkC ; 
D L S I G h ,  ISSUE NO,  4 -- AFFOiiChBILI'I'Y: T H J ~  CURISENT 
PROJbCT ELSIGN 



ACCORDINGLY, REQUYST A N 1  FkOJaCT ADVIS3kY C O ~ ? M I T T ~ L ;  
C O N C U R R E W C 2  TO P R X E E D  WISH PROJlCT AMENDMLNT FOB 

- - * ,  
WBICB AUTB9nPTT HAS ALRSADY ZEBN DPLkGATED TO USAID 
ROHOCCO I N  ktkPFbL. END SUHEAHY. 

2 .  EISCUSSIQN OF ISSUES 

PISUE NO, 1 -- COST WECOVEBY: 

THE AMENDED PP CQRTAINS k DEThlLED F I ~ v A N C ~ A L  A N A L Y S I ~  
YB ICE DEMONSTRATES TBE FINANCIAL VIAbI LITY 3 F  THk 
PROJECT. IT SHOYS THAT ALL CAPITAL COSTS ATTRISUYAELE 
TO THL PROJLCT WILL EX FULLY BECCIVE3ED A S  FULL3YS: 

? ?  'l? 
A *  TEE COSTS OF OFF-SITE IM?hOFE?ENTS CONSlSTlNG OF 
THE SEYAGE TREATITLNT PLANT ANG- F A C I L I T I E S  Y S I C H  AAB 
N O T  ATTRIEUTABLE TO TEE DERSA/SkYSA PROJECT AREA kILL 
EL 8ECOVZRED BY TBE MUNICIPALITY TBBOUGS THk 
IMPOSITION OF MUNICIPAL TAXPS TO EE PAID IY A L L  TEE 
Rf SPDENTS OF TETORAN , 
3. TBE COSTS OF ON-SITE IMF23JEhEhTS I N  DEi?Sh/Sk?iSA, 
TEAT IS, THE U P G R A D I N G  COMPORENT A N D  T R E  SITES & 
SESYICES COMPONLNT, IKCLUDING TS3 PORTION OF TSb 
CFX-SITE IMPROVEMENTS C B S 1 S  AlTEIBUTAFLf  T9 THE 
S R O J L C T ,  LILL BE RECOBEREZ AS FQLLQKS: 

(1) ELNEFICHAlfIES OF THF U P G R A D I K G  COYPONENT $ILL PAY 
" ' "  P- PETTLRMLNT ASSESSWENT T A X ,  IN PART TEIIOUSFS ADVANCE 

Best Available Copy 



( 2 )  ?OH THk SIlF!:  e S.i:kVllCE'S C O b , t 2 : u k ' % ' 2 v  PYICPC 31' 
SXnVfCLD l.OTS PUrlC7ASI:U El TilF Ethr_F3 lCIlrRfES WILL 
X i  ZLLC'Z' BPOJJL'CF COSTS, T9h PildC)iAY,k B.-tICk' WILL Eh 
?hIU I N  BULL TE??OUGH ADVANCE FAYYkii ' l 'E UItRINS T2k 
HtCJbCr D I V ) L O P Y m T  PEASE,  

3 )  CCtWCLUSlON: PULL COST Hlc;C!lVhHY IS ASSUkED FOX TBL 
FRCJr.Cl. 

ISSUN NU. 2 -- IbITEREST HATES: 

A .  TBX EYPLCTEC T L R R S  OF TBk B 3  LOAR HAKE ThE PROJECT 
E 1 fs~hC1~L1.Y BIaELE: VITE HESPXCT TO TpF EOHHOY I N S  @I;' 
Ptl33LC'P FUNCS kY THIS FFC, "f9 V " E J & C T  3BZIG:J  ASSL-lqhS 
'I'EAT TEE TEC FILL M A K X  LOhh'S 1'C T5E PIIINICIPALITY OP 
1I'Ll'OIJAN T3 FUNC TEE PROJECT A T  A t 4  Ih'TdHEST R A T X  OF l'r'r: 
FOH A 10-YEAR Pht'LIOE, FEC'S Cl l l iRXFI l '  LEnN91MG POLICY 
U T E C T I V B  JANUAHY 19?5* STIPULATFS TBAT A L L  FBC E O A ~ S  
TO MUNICIPALITIPS YILL CAkHY A 1 U X  INTEHEST XATL, 
K k l C H  1S IR IFFECT kB3 P X V A 1 L I N S  INTFHESI EATP FOR 

' I - . "  T l f l S  TYPr' OF L Q A N .  
YaSrP ON CliRRbMT U , S ,  C A ? ~ ' I ' A Z  N A P ~ s Y  CQRDITIONS,  TBF 
EZPICTED T E ~ v S  OF A PC L O A ~  F I L L  EE A 12% FIXED 
IhT6kEST EAT& FOH A 3 - Y E R E  YEiiIDD, AND A I & - H S A t t  

I GHkcF PKIOD ON THE PYINC'IPAL, Tt!N PRUJPCT IIESISN ALSC! 
ASSUEES A 3-YEAA G d A C b  PEdlOE O N  IraTE2BST PAYMENTS* 
Y h l C F  YOUL9 Ef CAPITALIZEP, 

13' 19E FEC AS TBF E3RROirEl? OF EOCkL C U B R E N C Y  
E2UITIALEN'fS OF THF PdOJBCT FUNDS COMPONENT OF TEE FG 

t LQAN IS ALSO G H A N I X D  TEL f2PYXA.H 6 9 A C K  YXRIUD ON TZL 
PhlNUIPALv I1 WOULD fE ABLP TO GEhERATP ADDITIONAL 

""' IN?al;lbST I?!COME BY RL1NVI;SklNG SCMPLUSES DUE 20 L O A N  
RBPBYNLNTS FROM TEE MUNICIPALITY. A CASYFLOY ANALYSIS 
SEOWS TBAT TSIS ADDITIOikAZ INTFHEST IMCOMY uILI BE 
SUFFICIENT TO COVbH THE PNTEAFSF LOSS ATTRIEUTkSLF TO 
THE DIl!TLHENCP BFT*FEN THE 12-PERCENT E O H R O V I N G  HATP 
A N D  THX 1U-PkHCBNT ON-LENDING HATS AXB YIELD A 
POSi'lIVX NET CASHFLOW kFl'kfl  TBE; FIRST FEX YEARE.  
Fi iOJhCTPD CASHFLOWS FOR T ~ E  F I H S T  TEH1:L YEAES dB2 
GJESATIWE, PUT SUSFAIRAP.LE f .Y THr, F$C, TB! WI'ET PRESE'KI 
VALUE OF PROJECTED CASEFLOFS Fail TaE FIHST TEN YEwvE 

i Of THE P R O J M T  IS POSITIVE PO2 '?Hk FkC ( P . 1 '  P. 
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l t r  1. REP A, S A T I S F A C T O R I L P  R E S O L V E S  I S S U E S  RAISED AT 

B U R E A U  XEVIEV O F  REF D m  R E P O R T E D  I d  REF 2 .  M Z S S I O M  
J SHOULD PROCEXD WITH PP DEVELOPMENT AND APPROVAL AS 

OCTLINED IM R E 3  A. 

2, THE C A P I T A L I Z A T I O N  OF I N T E R E S T ,  FOR TEE THREE YEa4RS 
F O L L O W I N G  EACR BORROWING,  ASSISTS THE GOM T O  O V E 8 C O M 3  
I T S  CURRENT BALANCE O F  PAYMENTS D I F F I C U L T I E S  A N D  
POSTPONES PAXMPNTS U N T I L  THE A N T I C I P A T E D  EFFECTS OF THE 
CURRENT A U S T E R I T Y  AND A D J U S T f l E N T  PROGRAM CAN E E  PELT, 
THE IMF PROGRAM I S  DESIGNED T O  ACHIEVE A S U S T A I N A B L E  
EXTERNAL P O S I T I O N  FOR MOROCCO BY 1988, AND L A Y  T H E  
FOUNDATION FOE A R E S U M P T I O N  OF S U S T A I N A Z L E  GROWTH OVER 
THE MEDIUM TEBM. SUCCESS OF T H E  PROGRAM DEPENDS ON 
TIMELY AND B I G O R O U S  I M P L E M E N T A T I O N  CF P O L I C Y  REFORMS. ACTlOh f A r ; f ~  
EVEN I F  SUCCESSFUL, T H E  IMF A N T I  C I P A T E S  D E B T - S E R V I  CE -- 
RATICS ON THE ORDER OF 45 PER CGNT FOR THS 13a8-31 
P E R I O D .  T H E R E F O R E , . W E  PXESUNE TEE M I S S I O N  WILL C O N T I N U E  
TO XCNITOB C L O S E L Y  THE. GOM'S F O R E I G N  EXCHANGE S I T U A T I O N  
AND REPORT ANY SIGN I F I C B N T  NEGATIVE DEVELOPMENTS WHI GH 
WOULD BFFECT THE GOM "S A B I L I T Y  T O  S E R V I C X  TEE HG ' L O A N .  
MOREOVERp WE RECF)MMEND TEAT NOTWITHSTP.NDING THE THXEE 
YEAR GRACE P E R I O D  NOY CONTEMFLATE3Ip C A R E F U L  A N A L Y S I S  BE 
PERFORMED P R I O B  T O  EACE BORROWIKG UN323 TBE He, 

3, ALTHOUGH ALL I S S U E S  RBI SEB I i 4  BXT 3. BAVE BEEY . 
SATISFACTORILY R E S O L V E D ,  REF D. S U B M I T T E D  BY T H E  M I S S I O N  
R A I S E S  ENVIRONMENTAL I S S U E S  (SEE FAGP 15 SEE ALSO REF 
C.  ) A NEGATIVE E N V I R O N R 3 N T A L  DET.ERMINSTION CAN NOT liE 
ISSUED U N T I L  THE C O N C E R N S  RAISED ARE R E S O L V E D ,  PLEASE 
ADVISE ON THE STATUS OF TEE ENVISONKENThL ASPECTS O F  FEE 
PROJECT, 

- 4, SINCE ALL PQLICY QUESTIONS HAVE BEER RSSOLTJEII, 
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(26H SHELTlgR SECTOR POLICY 

BRIEF HISTORY OF APPROACHES -. 

During the fir8t thirty years of the Protectorate and until the mid-1940'~. 
very little was done by the eslonial government to ratisfy the hou~ing needs 
of the Horoccan population, During tbis same period, two world wars and a 
world-wide depression encouraged the first important rural-urban migrations, 
In the absence of any *legalm housing possibilities available to these 
migrantti, the first bidonvilles and sigaificant instances of overcrowding in 
tbe  medinas occored. 

-In the late 1940's however, the colonial government began the first housing 
projects for low intome Horoccans, primarily bidonville inhabitants, with the 
intenti03 of relocating them to other areas of the cities. 

Some of the housing approaches which were tried included "modelw or 
"satellite" cities, *village centers* and in particular, tae ubiquitous "tram 
Eeochard" baaed on a uniform 8 by 8 meter standard #orocean housing unit, 
produced throughout urban and rural areas of the country. In spite of the 
construction of a significant number of housing units during this period, none 
of these early solutions were able to effectively "rehouse" bidonville 
dwellers, diminish ;he population pressures on existing bidonvilles or lead to 
the eventual control of urban growth. Shortly before Independence, the "sitcs 
and services* and self-help boasing approaches were also briefly tried with a 
similar lack of success and continuity in application. 

With Boroccan Independence in 1956, the new government not ~ n l y  inherited the 
urban and housing problems surrounding the ever growing bidonvilles, but also 
many of the same attitudes concerning preferred acrions to be taken regarding 
the future of these neighborhoods. Thus, rehousing of bidonville inhabitants 
remained the basic thrust of government housing programs. The major 
difference however was a more serious attempt at creating projects with 
sufficiently reduced standards t o  conform to the economic means 02 bidonville 
families. Projects called "ttames sanitaire szxdioreem and simply "trame 
sanitaire" were undertaken in which bidonville dwellers were offered hiinimally 
serviced plots as small as 35m2 on which to relocate their old shacks. In 
spite of this minimm standards approach, these projects were net widespread 
enough to have the desired impact. 

As rural-urban migration intensified, and little progress was made in reducing 
even the low-income housing deficit left over from the Protectorate period, 
the Government began to reassess its role and activities in the housing 
sector. Consequently, the 1973-27 Five Pear Plan attempted establish a 
coherent housing policy which would serve as a guide through to the year 
2000. This, was the first Development Plan to present a strategy of 
Sntervention in favor of housing on a large scale. 

The major objectives of the Plan included an emphasis on urban housing, the 
establishment of target groups for the corresponding housing programs and a 
recognition that government subsidies would have to be significantly redueed. 



Several p r o g r w  included self-help housing and progressive infrastructure 
improvement mchemes staged ewer a period of S t o  1s yearr. Daaterborstin~ 
economic conditions however, forced 8 premnturo abandonment cf t l e m  
protrams ax% by the end af a997 they ware a11 groupad w d e r  the preaant 
"Progrmme Socialeg e t  arban core housing program. This program was viewed as 
one onore effort to *brttIs against the bidonviRlesg by relocating their 
Inhabitants. 

DEVELOPHINT OF THE UPGRADING APPROACH 

Even though the Goverm~nt still expressed hope that it would soaehow be able 
to provide decent uew housing for bidonville inhabitants, it was becoming more 
aware of its inability to do so. Towards the end sf the 1960's there had 
already appeared some very fistst indications from the Hinistry of Interior 
that a p~licy change in favor of bidonville upgrading might be more effective 
in the long-term and that at least some experiences should be attempted in 
this regard. These were not followed through however, and St was not until 
the late 1970's that the first manifestations of this change of view occurred 
in the programs of the then newly created Ministry of Housing and Begional 
Development. 

Prodded by the prospects of significant financial and technical assistance 
from the World Bank e.nd USAID and guided by a new Hinister who was keenly 
interested in establishing mots effective uays of dealing with the bidonville 
problem, the Hinistry of Housing and Regional Development finally included the 
upgrading of several large-sized bidonoiiles in its program eleb~rated in the 
1978-1988 Three Year Plan, This new solution for the problems of large 
bidonvilles was to be tried first in Rabat, Casablanca, Heknes and Kenitra. 
Small a6d medium size bidonvilles were to be upgraded through b joint program 
between the Hinistrp of Housing and Regional Development and the National Work 
Force. 

Apart from the provision of infrastructure, the main elements of upgrading 
policies at this time included the provision of title to improved land, 
building material loans, and attempts to improve the  economic situation within 
the bidonville through job training and employment generation. 

By the end of the first year of the present Fire Year Plan, site work had 
started for the upgrading ~f 38 small and medium sized bidonvilles, the World 
Bank upgrading project at Douar Doum in Rabat was more than half somgleted, 
and bids were ready to be let for the first site works i n  the Ben H'SiR 
project in Casablanca. While this last upgrading project was eventually 
abandoned in favor of rehousing, the other projects were carried out more or 
less to completion. USAZD and the Hinistry of Housing also collaborated on 
the upgrading of 9 additional small and medium size bidonvilles under HG-002 
financing. 

APPLICATION OF THE UPGRADING APPROACH TO CLANDESTINE HOUSING 

Until the late 1970's. land speculation, municipal control, the availibility 
of very cheap housing in 016 city neighborh~ods and bidonvilles, and the 
occasional offer by the gc-diment of a small number of subsidized housing 
units, effectively discouraged any significant private housing initiative or 
investment by low income families, About this time however, the situation 
drastically changed. Economically mobile families with major potential 



reoouraao Lo Onvaat in houairs& imp~owcmront began to take matt~rrr into their 
own bands. Simply stated, they discovered that land purchased under notrry 
act and buildings conlrttucted in solid materials provided ample rrecurfty of 
tenure to merit large personal investments. Thir type of housing is called 
'clandestinea becaurre it is generally built without following the  regular 
procedureo f ~ r  land titling or municipal approval. For thia season, 
neighborhoods of this type a160 often lack basic infrastructure and services. 

Because elandsstine neighborhoods have grown at a very rapid pace in most 
major cities, the GOX bas realized that the only viable way of dealing with 
this problem is a well coordinated approaeh which combines the upgrading, and 
legalization of existing neighborhoods, with the timely provision of serviced 
plote to block their future growth and to meet future housing demand. Tha 
first large scale project based on this two-fold approach is that in Tetouaa. 

Durinc the last few years, the GCM has been able to benefit from tho 
considerable experience gsined from a wide range of upgrading projects. Of 
particular value is the World Bank sponsored project in Rabat in which two of 
the upgraded neighborhoods were clandestine (Hajja and Haadid) acu the 
Hontflouri project undertakan by the Delegation of Fez. 

This latter project established a process of progressive legalization of the 
neighborhood in whgch free technical assistance was offered to private land 
subdividers, opportunities given to ownera of elandestine houses to legalize 
their situation, and a local cooperative started to monitor the development of 
the neighborhood and collect funds for infrastructure investment. 

RECENT POLICY DEVELOPHENTS 

Because the government has trsditionally focused its low income housing 
activities on the direct provision of housing units and/or serviced plots, it 
has been slow to develop more indirect policies rand means of cooperation to 
complement private sector efforts. The recognition of the inadequacies .of 
previous approaches and the chronic underfunding of government sponsored 
programs, have led decision makers to reevaluate past policies and to seek 
more effective approaches. Thus, in the fate 1970's and early 1980's. the GOH 
steadily began t o  after its shelter strategies. 

I 

In addition to bidonville and t h m  clandestine neighborhood upgradins, the  GOBI: 
undertook more positive policy directions involving land development, coat  
recovery and the encouragement of private sector housing development. To this 
end it has introduced measures: 

- To improve the inventory and use of urban land 
through the creation of a the National Land Agency; 

- To encourage cost recovery for government housing 
projects through the creation of a special revolving 
fund CFSH) for social housing; 

- To increase resources available to municipalities for 
infrastructure development by expanding the 
activities of the FEC; 

- And to encourage low-cost housing development by 



3rivate devePopers by affering them credit through 
CBB and by enacting tar laws more favorable to 
private hourin6 investment. 

I& addition, the 13nistry of Housing now views its own role ad that of a 
catalyst to private housing deveXopment aa opposed to the traditional approach 
of prowidin8 houain~ units itself. The lfnistrp is particularly interested in 
creating urban development zones (U69 which join public/private financing of 
large lend development and include a large proportion af low-income housing . 
units to be developed by %Be private rector. The Yetouan project will test 
the first application of this new approach ia  the ZAG component. 

WbiPe these new polfey inititives will take some time to be successfully 
implemented and to gain political support, the most important institutional 
framework and policy directions are now in place. These should lead the 
sooernment to a more constant and effective long tern role in She housing 
sector. 



1. Financia: Planning 
A Financia l  r e sources  

The t o t a l  c o s t  of t h e  p r o j e c t  i 8  c a l c u l a t e d  a t  Dh 471 m i l l i o n ,  of 
which Dh 413.8 m i l l i o n  w i l l  be used t o  f inance  t h e  p r o j e c t ,  and the remining 
US d s l l e r  equivalent  of Dh 67.20 m i l l i o n  w i l l  be r e s e w e d  t o  c a p i t a l i z e  t h e  
i n t e r e s t  payments due on t h e  HG l o a n  until mid-1990. The p r o j e c t  willl  be 
financed from f o u r  sources ,  as desc r ibed  below. 

The major source of funding,  providing approximately 44% of p r o j e c t  
development funds, is t h e  BG program. HG funds w i l l  be used t o  f i n a n c e  a l l  
t h e  p r o j e c t  components save  one, s e r v i c i n g  t h e  ZAC. Of t h e  lDH 182.72 m i l l i o n  
i n  HG funds, Dh 115.15 m i U i o n  w i l l  be d i r e c t e d  t o  upgrading DERSA and SAMSA 
I, providing approximately 75 pe r  cent of a l l  funding for t h a t  component. HG 
funds w i l l  a l s o  be used t o  fund i n f r a s t r u c t u r e  c o s t s  a s soc ia ted  wi th  t h e  S i t e s  
and Services  component i n  SAHSA 11, al though t h e  HG sha re  i s  r e l a t i v e l y  smal l ,  
only 26 percent .  Another Dh 13 m i l l i o n  i n  HG funds w i l l  be used t o  f inance  
o f f - s i t e  fmprovements, namely those  sewage treatment $ant and f a c i l i t i e s  t h a t  
a r e  a t t r i b u t a b l e  t o  t h e  DEBSA/SAMSA p r o j e c t .  The HG c o n t r i b u t i o n  i s  based on 
t h e  c a l c u l a t i o n  of t h e  popula t ion of t h e  p r o j e c t  a r e a  as a percentage of t h e  
t o t a l  populat ion of Tetouan b e n e f i t i n g  from t h e  f a c i l i t i e s .  F i n a l l y ,  Dh 1.5 
m i l l i o n  w i l l  be used f o r  t e c h n i c a l  a s s i s t a n c e  t o  t h e  c i t y  of Tetauan, and 
another  Dh 5.5 m i l l i o n  a l l o c a t e d  t o  purchase needed municipal equipment 
assoc ia ted  with p ro jec t  use. (See Table G-1) 



FINANCIAL P R O G W  
(millions of DH] 

Project FEC BC Beneficiary- 
Component Loan Loan advances Total 

Off -8i tes 
Upgrading 
Servicing (ZAC) 
S i t e s  and Services 
Technical Assistance 
Equipment 

SUBTOTALS 

.TA 

32 .SO 
PO. 28 
95.00 - - 

Capitalized Interest on HG loan 67.20 

TOTAL 470.90 



The second l a r g e s t  source of f inancing w i l l  be derfved from 
benef ic iary cont r ibu t ions ,  es t imated a t  Dh 142.78 mi l l i on ,  o r  34.5 percent of 
t o t a l  project  costs .  Pro jec t  b e n e f i c i a r i e s  w i l l  make advance payments t o  fund 
the  upgrading component, t h e  ZAC, and t h e  S i t e s  and Services  component. I n  
ehe DERSA~SAMSA I upgrading component, each pro jec t  benef ic iary w i l l  make a Dh 
5,000 advasce payment t o  t h e  preJact. With s t o t a l  es t imate  of 7.500 
benef ic ia r ies ,  t h i s  payment w i l l  add up t o  Dh 37.5 mi l l ion ,  which is equal t o  
almost 25 percent of a l l  c o s t s  f o r  t h i s  p a r t i c u l a r  component, It is  expected 
t h a t  these payment8 w i l l  be one t i m e  payments and w i l l  be collected i n  such a 
manner as t o  provfde up-front f inancing of the  i n f r a s i r u c t u r e  works associated 
with the  upgrading. Property owners benef i t ing  from t h e  ZAC se rv i c ing  
component w i l l  con t r ibu te  Dh 10.28 mill'.on t o  t he  pro jec t ,  which a l s o  must be 
co l lec ted  during t h e  implementation phase. As noted i n  t he  body of t h e  PP, i f  
another source of funding i s  found, these  ZAC c o s t s  w i l l  be funded from t h a t  
source,  with the  properly owners malfng reimbursement f o r  t he  c o s t s  when 
applying f o r  Building permits.  

Beneficiary payments t o t a l i n g  Dh 95 mi l l ion ,  o r  approximately 66 
percent of a l l  benef ic iary payments, w i l l  be d i rec ted  t o  f inancing the S i t e s  
and Services component. The 95 Dh m i l l i o n  i n  benef ic iary payments w i l l  be 
equivalent t o  the  t o t a l  sales pr i ce  of law Income (pa t io )  l o t s  and v i l l a  l o t s ,  
and w i l l  be paid f n  by t h e  purchasers during the  iuplementation phase of t h e  
pro jec t ,  These payments w i l l  be used t o  fund ove ra l l  development of SAMSA XI, 

The th i rd  supp l i e r  of f i n a n c i a l  resources f o r  t h i s  p ro j ec t  15 the  
FEC, which plans t o  f inance two componeiits of the  pro jec t  which cannot be 
financed by AID,  and which would a l s o  be d i f f i c u l t  t o  f inance from benef ic iary 
contributions.  Dh 39.2 m i l l i o n  w i l l .  be used t o  complete t he  f inancing of the  
sewage treatment p lan t  and f a c i l i t i e s  f o r  the  inhabi tan ts  of Tetouan who do 
not l i v e  $n DERSA/SAMSA, The remaining Dh 39 mi l l ion  w i l l  be used to purchase 
pr iva te ly  owned land i n  Samsa PI needed t o  develop the  Site and Services 
camponent. 

B. Time Phasing by Source and Application of Funds 

The pro jec t  i s  expected t o  be implemented over a f i v e  year  period. 
Phasing w i l l  be programmed t o  maximize use of benef ic iary advance payments and 
the  non HG FEC loan,  thereby minimizing f i nanc i a l  carrying charges. Table 
6-2 is  Based on the  assumption t h a t  funds w i l l  be made ava i l ab l e  ( t he  sources) 
a t  t h e  same r a t e  of disbursement a s  t h e  funds t h a t  are used ( t h e  
appl icat ions) ,  Concurrent disbursements af sources and uses  is, of course, an 
ideal  s i t ua t i on ,  and may be d i f f i c u l t  t o  achieve, Nevertheless i t  is assumed 
t h a t ,  i n  a l l  p robabi l i ty ,  t he  BG funds w i l l  be drawn down i n  four loans o r  
tranches,  and the dirhams made ava i l ab l e  t o  the  borrower (FEC) almost 
immediately. Since mortgages w i l l  not be or iginated snder t h i s  p ro jec t ,  b i l l s  
must be presented t o  j u s t i f y  a draw down from escrow o r  a separa te  loan, as 
t he  case may be. No HG advance i s  contemplated. 



BEC funds ere expected to be available to on-lend from it8 own 
re6ourcee as needed to purchase land and finance the sewage treatment 
facildties. Beneficiary advances will be made to a special banking or 
municipal account in Tetouan, which will be controlled by the City {or AMHI) ,  
and can be used to finance construction of the up~rading and Sites and 
Services components. 

The project contemplates using slightly less than PO percent of 
total project funds during the first year, some rrf which will be used to fund 
studies a6 well as to purchase land for the Sites and Services project. Years 
two and three combine for Dh 232.08 million in project disbursements, or Sb 
percent of project costs, while the remaining two years, Db 142.10 million is 
spent, accounting for 34 percent of project expenditures. 



Sources : 

FEC Losn 
HG Loan 1) 
Beneficiary 

advances 
Total  S o u ~ c e s  

Source and Applkat ion  o f  Program Funds - 
(millfsns of DhQs) 

Total 1 2 3 4 5 

Applications: 

--Off -sites 52.20 1.10 33.00 18.10 - - 
-Frograms . Upgrading 152.65 13.40 44.10 45.10 25.09 25.55 

Servicing ( Z A C )  10.28 .50 3.QQ 6 .78  - - . Sites and 
Servlcss 181.57 21.00 30.50 38. CO 52.65 39.47 . Equipment 5 .50  - - 5.50 - - 

Total Applications 403.70 36.50 1ll.fO 113.96 77.60 54.52 

1/ Excludes funds to  c a p i t a l i z e  BG i n t e r e s t  payments. - 



2, Financial arrangements 

A. Lending Rates 

In order to make financial calculatioaa for project costs and 
payments, assumptions have to be made with respect to the cost of money, 
particularly the HG loan. While &G previous HG loan (608-BG-082) was 
obtafasd at a variable interest rate, which may & s o  be the choice for future 
BG loans, it was desided to taka a msre sonserwatire stanee and apply a ffixad 
interest rat@. Therefore, based oa current capital markets, an interest rate 
sf 12 percent annually for 30 years, with a 10 year grace period, was assumed 
for the proposed HG losn. Based on conversations with Hinistry o f  Finance 
officials, it was concluded that PEC would be the borrower through the 
HinisSrp of Finance, who would receive the US Dollars and provide the dirham 
equivalent for FEC's use at the same rate and conditions. The GQH would 
asttume the exchange risk, while FEC would repay the HOF in dirhams which would 
eover dollar payments to the U.S. investor. 

In turn, FEC would make the XG loan proceeds as well as its own 
internally generated funds available to the project at a lending rate of 10 
percent for a 10 year period. lo grace period would be applied to the FEC 
loans, since the payment period of 10 years is loo short to justify that 
action. However, BIC may apply a grace period om both principal and interest 
payments on the portion of the project financed from its own resources, most 
likely for three years after each drawn down. The loan payments will then be 
tacked on to the end of the loan, which means that the time span will be 13 . 
years, with repayments occuring during the last ten years, after the grace 
period expires. 

Be Exchange Rate Risk Considerations 

While the GO?¶ will assume the exchange risk, the volatility ~f 
currencies, in this case the dirham with respect to the dollar, would 
continue to cause concern. The GOI¶ is seriously contemplating establishing on 
Foreign Exchange Risk Fund, which could be established by contributions equal 
to P percent of the value of every foreign loan. If this program in 
activated, then the BG loan proceeds would be reduced by one percent, however, 
exchange risk would be hedged. 

C. Capitalizing HG Interest Payments 

Tnis project assumes that of the $25 million in MG authorization, 
only $18.27 million will be available for project financing, while $6*73 
million will be reserved to capitalize interest due the three years following 
each disbursement. 'Given that HG funds will not be required until the second 
year of project development, and assuming that the project will not start 
until next year, the earliest possible date for a BG drawdown is assumed to-be 
Januarj, 1983. Table 6-3 shows the results when interest rates of the HG loan 
are capitalized over the three year period after January, 1987, assuming four 
drawdowns for four consecutive years. The first debt payment'would be in 
July, 1990, by which time Horocco's economie situation is expected to have 
improved. The table also shows that given the project development costs of 
$18.27 million far HG funds, and the expected drawdown sehedule, there still 
remains about $90O,OQO to cover unexpected costs in the event the 
disbursements are speeded up, costs rise, or the improvement in Horoceo's 



economy is delayed by no m c e  than on@ year- (See Section VI,C.- Bconomie end 
iak Ansly~ir for Ju~;tilklisatioa of interest capitalization). 



3- st 2nd 3rd 4th Tots1 Debt 
Date Item Drawdown Drawdown Drawdown Drawdown Semi ce 

Interest 
Outstanding 

Interest 
Outs tanding 

Interest 
Outstanding 

Interest 
Outstanding 

Interest 
Outstanding 

Interest 
Outstanding 

Interest 
Qutctanding 

Interest 
Outstanding 

Interest 
Outstanding 

interest 
Cutstanding 

Interest 



A. Caeh Flow 

Ia addition to beneficiary contributions, there are two sources of 
funds fsr.project development: ?EC's own resources and the HG fonds that are 
en-loaned by PBC. In the former case, the TO pepcent, 10 year loan is 
eonsidered lo be in excess of the cost ~f money to FEC; that is, the cost of 
capital to PEC of 7 percent is lower than the return on loans. Therefore the 
cash flow, and for that mattsr, the profitability of FEC internally financed 
operations is positive, which in torn, merns the project is feasible, 

However with respect to the H6 loan, which the FEC obtains at 12 
percent for 30 years, the guestion of financial feasibility does arise. From 
a cash flow standpoint, periodic repayments for a I0 percent, 10 year loan are 
greater that that. of 12 percent, 30 year loan, even with a 10 year grace oil 
principal. Table 6-4, which shows the cash flow effects of the proposed HG 
Loan over the first 10 years, indicates clearly that FEC is able not only to 
maintain a positive cask flow, but can also generate additional funds for 
project investments. Lines 6, 7 and 8 sf the table prove this point. 

The case is different with respect to profit and loss from FEC's 
lending operatiqns inwol~fng the HG loan. Obviously, a 10% loan will not 
generate adequate interest income to pay off a 12 percent loan. $1,000 
borroweck today at 12 percent and reloaned tomorrow at 10 percent, will result 
in $20 loss over a xear pericd ($120 less $1001, However, the loss can be 
offset by investing surplus capital resulting from the differential cash flow 
and applying the interest income thereby earned to reducing the operational 
loss. Table 6-4 shows clearly that in each year the FEC sustains a loss (line 
9) as a result of the interest rate differcia1 (52 percent vs 10 percant). 
However, by investing the accumulated surplus (Line 6 )  at 10 gercent will 
result in considerable investment income (Line 71. By using the investment 
income to offset the interest loss, the FEC will sustain an overall loss in 
only the first three years. m i l e  losses will acumulate also in the fourth 
year, they are reduced, and by the fifth year the FEC will return to 
profitability. From that point onward, FEC will operate in the black as well 
as maintain a positive cash flow. 





6 - Accumulated Surplus 4.00 14.16 32.85 52.40 82.23 122.42 174.50 239.67 319.23 414.62 

7 - 10% I n t e r e s t  on Surglva .40 1.42 3.29 5.24 - 8.22 12.24 17.45 25.97 41.92 41.46 - P 

8 - CASH FLOW - P o s i t i v e  4.40 15.58 36.14 57.64 96.45 134.66 191.95 263,64 351.15 456.88 

9 - In te res t  Income (Loes) (.82) (2.21) (3,66) (5.15) (6.13) (7.21) (8.41) (9.71) (11.15) (12,739 

A0 - Net Income (Loss) (.42) ( .79) (.37) .09 2.09 5,03 9.04 14-20 20.77 28.73 

11 - '=cue Net Income (Loss) (.42) (1.21) (1.58) (1.49) -60 5,63 14.07 28.27 49.04 77,77 

Nbtea t o  FEC Cash Flow f o r  HG Loan Only 

1, Total  HG loen  s f  DM 182.72 mi l l ion ,  w i th  drawdowns a s  fol lows from GOM: 
1st year DM 41,PO m i l l i o n  
2nd year DH 57.32 m i l l i o n  
3rd year DM 47.60 m i l l i o n  
4th year BH 36.70 m i l l i o n  

2. Terms t o  b e n e f i c i a r i e s  a r e  10% annual i n t e r e s t ,  f o r  l 0  y e a r s ,  

3. Loans d isbursed t o  b e n e f i c i a r i e s  on same schedule a e  HC loan.  

4, Teme on HG l o a n  a r e  12%, 30 years and a 10  yea r  g race  perbod on p r i n c i p a l .  

5 ,  The su rp lus  is the  p o s i t i v e  d i f fe rence  between the  h igher  t o t a l  sources  and t h e  lower t o t a l  r.se#. 

6, %he su rp lus  i s  accumulated each year ,  

7 .  The accumulated eurglus  is  invested a t  a 10% i n t e r e e t  r a t e .  

8. The o v e r a l l  cash flow, inc luding i n t e r e s t  income on t h e  eurplus.  

9. The i n t e r e s t  income i a  t he  d i f ference  between t h e  i n t e r e s t  paid annually on the  WG loan,  which is a higher r a t e  and thl 
i n t e r e s t  $aid by b e n e f i c i a r i e s  which i s  lower, 

110. Net income i s  the  d i f f e r e n c e  between the  negat ive  balance between i n t e r e s t  paid and i n t e r e s t  rece ived,  and t h e  p ~ s i t d v ~  
balance  r e s u l t i n g  from the  investment of the  aurplus ,  



~ C. Cross-Subsidization 

The development of two separate, yet related project components - 
The upgrading and the sites and services component - presents an opportunity 
for cross-i~ubsidization. Whetear in the former component, the beneficiaries 
are predominately low income familler, in the latter, a part of the project 
rite will be sold to more affluent buyers. The expected income from sales of 
higher priced lot8 in SMSA If will reach at least DB 245 million, Yet the 
expected eepital cost to develop SMSA I1 is only Dh 181.57 miilion. The 
difference of Dh 63.43 million can be used to aasiat poorer families in the 
upgrading area. Assuming a Dh 5,000 capital contribution for each family in 
DERSAfSMSA I, the total needed for the cross-subsidy will be Dh 37.5 million, 
which still leaves an estimated Dh 17 million for other project purposes such 
as relocation and providing more assistance to the poorest families who might 
have difficulty making part or all of the advance payment. (See Tables 6 5  and 
G6).  



TAELE 6 - 5 

Income From Sale of Serviced Lots 

Type of Unit Total m2 f or l )  Sales Price per Total Income (DX) 
each use - m2 - 

IlO& lots 350,000 200 BH 70,000,000 
2 0 h 2  lots 100,084) 350 DH 25,000,000 
multif w i l y  lots 150,000 400 DH 87,500,QOO 
commercial l o t s  5Q,000 450 BB 82,500,000 

650,000 255,000,000 

Total m2 i n  Samsa 11 is l,300,Q00, of which 50% is common use (roads, 
open space, conrmunity f a c i l i t i e s ,  e t c . )  

Allocation of Lot Sales Revenue (DB/H) 

- Total Income 
- Less: Loan Repapent 47.57 

Land Purchase 39.00 
Beneficiary Adwanees 95.00 

Total. Cost :  S i t e s  and Services 

- Excess of Income Over Ilevelopment 
Costs 



4. Interest Bate Considerations 

The rate of interest paid by banks end other financia1 institutions is 
controlled by the government. For time deposit8 and eertificater of deposits, 
the rate is progressive and i~ based on the duration of the deposit, with a 
amximum rate of 12.0 percent for 12 month deposits. IDeporits in exeerrs of 12 
months are not regulated. 0x1 April 1, 1985, interest rate ceiling8 were 
raised, and rates were increased generally by 2 percentage points over 
previous rates, which had been in effect since September 1983. 

The Credit Immabilier et Boteller, (CIH) the primary housing finance 
institution, raises some funds through the issuance of bonds. 'Currently, band 
interest rates range between 12 percent and 13 percent depending on the tern 
of the bond. On April 1, 1985 these rates were aleo.increased by 1.5 percent" 
over tbe previous rates. 



TABLE G - 7 

Selected Borrowing Interest Bates 
(Effective April 1, 1985) 

1. Commercial Banks: 
Time Accounts and Certificates of Deposit 

* 1rsontb 
* 3 months 
* 6 months 
* 12 months 
* 18 months 

2. National Saving Bank 

3. Credit Immobdlier et Hotelier 

* 5 Year Bond 
* 10 Year Bond 
* 15 Pear Bond 

Effective 
Seat 1983 Aaril 1985 

4 ,s  6 * 5 
6.5 8.5 
8.5 10.5 

PO. 0 12.0 
10.5 unregulated 

Source: Bank Of Horocco 

The cost of money for investment in housing, therefore, can reach 13.0 
percent for 15 year bonds. Foreign loans with terns not exceeding the cost of 
money to CIH, should be acceptable to the GOH, not withatending the foreign 
exchange considerations. 

B. Lending Bates 

The prevailing interest rate for mostgag; :-.ST is skewed by the fact 
that the government provides rebates to the CIH Par hoa;~ng construction loans 
on properties with a value inferior to DH 500,000. m i 1 9  CIH loans carry a 16 
percent interest rate - the prevailing local market rate - the rate can be 
h~ught down to as little as a, depending on the value of the property. The 
GOH then absorbs the cost difference between the market rate (16%) and the 
effective rate, which is lower. Mewertheless, the true market rate, which is 
reflected in CIH loans for properties in excess of DH 500,000 and for real 
estate development is in the 15 to 16 percent range. Borrowers from the 
Dersa/Smsa area of Tetouan would generally qualify for 8 percent loans. 

With respect to site development and infrastructure works, the CIH 
interest rate, primarily to private developers, is 15 percent, while the FEC 
rate to municipalities for infrastructure improvements is currently 10 
percent. The Winistry of Housing is presently undertaking an upgrading and 



eere heurfng program, which i r  f lnaaesd partial ly  under AID'S HG program, and 
which t a r r i e s  an interest rate of 7 partent.  

TABLE G - 8 

Lending Interest Bates: 
Housing and Infrastructure 

Institution Interest rate 

1. Credit hmobiPier et Hotelier (CIH) 
. A. General - Construction of owner occupied housing: 

1. Pr~perty under BH 150,000 8.0% ('9) 
2. Property between DM 150,000 - 200.000 10.0% 
3. Property between DH 200,000 - 300,008 12.0% 
4 .  Property between DH 300,000 - 500,000 15 .CBI 
5 .  Property over DH 500,000 . 14.01 

8, %eal Estate Development 
1. Commercial 
2. Site Development 
3. Prefinanclng for Developers 
4, Purchase 

2. Funds d8Equiptment Comunial (FEC) 10.0% 

3. Hinistry of Housing 7,Q% ('2) 

*1) Effective rate after GOH buydown (rebate).  
*2 1 Rate a t  whish HG-002 funds are being loaned under upgrading 

program. 

Sources: Bank of Horocco, FEC 

c3 



C. I n f l a t i o n  b t e  

Since 1980, t he  r a t e  of i n f l a t i o n  has f l uc tua t ed  between 6.7 
percent (1982) and 13.2 percent (1981) with a projected r a t e  of 12  percent f o r  
1985. The r e a l  i n t e r e s t  tate,  taking i n t o  account the i n f l a t i o n  r a t e ,  has 
always been l e s s  than the  nominal rate of i n t e r e s t ,  both f o r  borrowing and 
lending. The r e a l  cos t  of money f o r  the  CIH, based on I5 yeas bonds, has 
raxqed from minus 3.2 percent t o  plus 4.8 percent. I f  the  projected r a t e  of 
i n f l a t i o n  f o r  1985 holds a t  1 2  percent, then the r e a l  cos t  of money t o  CIH 
w i l l  be 1 percent, The s i t u a t i o n  improves with respect  t o  lending ra tes .  The 
percentages have ranged from minus 0.2 percent t o  plus  7.3 persent,  with a 3 
percent r e a l  r a t e  p r o j e c t i ~ n  f o r  1985, i f  t he  current  15.0 percent i n t e r e s t  
r a t e  on CIH loans i s  maintained. Accordingly, i n  both cases  (borrowing and 
lending),  the  prevai l ing i n t e r e s t  r a t e  f o r  housing finance and housing 
mortgages i n  Morocco i s  in excess of the an t ic ipa ted  r a t e  of i n f l a t i o n .  

TABLE G - 9 

Real I n t e r e s t  Rates Based on Annual . Inf la t ion 

YEAR - 

1980 
1981 
1982 
1983 
1984 (est )  
1985 (proj) 

INFLATICS (1) - ZORRBW ING RATE LENDING RATE - 
RATE - NOMIWAL (2) - REAL NOMINAL ( 3 )  REAL - 

(1)  Cost of l i v i n g  index 
(2)  Rate paid on 15 year notes issued by C I H  
(3) CXH interest r a t e  t o  borrowers. Rate does not take i n t o  

considerat ion GOM i n t e r e s t  r a t e  rebate on l o w  income loans,  which va r i e s  
between 3% and 7%. 

Source: Bank Of Morocco and C I H  



EWIRONHEWTAL ANALYSIS 

Site Description 

This section comprises bri ef, analytic a .nd somparatbve demxiptions which are 
based on the review and analysis of the many prewiourr studiem, reports, Haster 
Plan for Sanitation and Haster Plan for upgrading and develo 

The Hunicipality of Tetouan 1 s  situated in the northern most province 
of Horocco. The city is not only the administrative center of this region but 
due to its geographical position it also attracts the commercial, financial, 
agricultural and touristic impact from the recently urbanizing coastal strip 
along the Hediterreanean Sea from the City of Fnideq to the north to the City 
of Hartil to the south, a distance of about 30 kilometers. 

Tstouan is located nine kilometers inland from wbere the Oued Hartil river 
enters the Hediterranean Sea. Approximately 65% of the city's residential 
areas are built along the southern slopes and terraces of the Djebel Dersa 
mountain. The lowest elevation within the city is the bridge deck over the 
Oued Xartil river and rural road S608 at the easterly periphery, which is 9 
meters above Bean Sea Level, 

Topography of the Dersa upgrading aistrict 

The lowest average elevation is 64 meters which is at a point where 
the invert of the drainage culvert of the ravine ealled Khandag Zarbouh 
crosses under the main east-west access toad to the Dersa district. The 
highest average ground elevation is 240 meters and occurs along the northern 
boundary of the district. Street grades throughout the district are more or 
less level in the east-west orientation, but vary to extremely steep gradients 
of between 14% and 332 in the north-south down slope orientation, requiring 
stairways and hairpin curves which folow the natural rock and outcrop 
escarpments. The majority of these narrow paths, passageways, alleys and 
streets are accessable to small vehicles, load carrying animals and 
pedestrians. 

Topography of the ~ a m 4  P and II district 

The land surface features consist of broadly undulating to steep rocky 
and arid terrain interspersed with many deeply eroding gullies (thalwega) and 
man made ditches. There are two or three relatively flat or slightly sloping 
terraces, one of which includes an 8 hectare parcel of land belonging to the 
Hinistry of Housing and is at this moment set aside for a low-income 
core-housing project.This project benefits the widows and families of army 
veterans, called Village des Eartyrs. and will also Include rehousing unite 
from the Dersa upgrading project. 



The 10wes8 average slewation occurs at a psiat at the intersection of 
the access road to the existing stockpens and slaughterhouses and the main 
highway betugern Tangiers rsrnd Yet~ruaa, which is I4 meters ( W C ; H I o  The highest 
average elevation is 124 meters along the northern boundary of the area under 
review, for the sitea end services component of the project. 

The mathera slopes and terraces of the Djebea Bersa mountain are the 
s i t e  of ever mops increasing and intense residential building activities since 
the nineteen fifties. 93e entire zone is eomposed of diseured tarst with 
altered limestone outcroppings. The surface soils to a depth of one and a 
half meter are sandy Pimeatone, 6ravelPy clays or sandy clays with fines * 
content of between 1 5 1  and 28%. The enwironmental consequences of these large 
percentages of fines in unpaved and densely populated built up areas are at 
Peast the following: 

- In the dry and windy season fines mixed and polluted with organic 
matter, human and animal feces, garbage, sewage, etc,, are the cause of 
endemic outbreakes of enteritis, diafrhea, meningitis and broncheal diseases 
among the population, not only in the effected district but due to the winds 
the fines are carried great distances effecting the health conditions, food 
and water supply of other villages and resort towns along the coast. 

- During the rainy season silt*' is washed away from the upper 
slopes of the area clogging existing downstream facilities, channels, culverts 
and catchbasins in the older and better equiped sections of the city including 
the existing edueational complex and the relatively level Sidi Talha 
neighborhood. 

Permeability of this area is low due to the hard surfaces, roofs, 
concreted areas, asphaltic alleys and roads and the compacted nature of the 
soils in the public areas accessible to constant traffic of all kinds. 

Seismic activity records of the Tetouan province and the p ~ ~ ; n s u l a  
indicate that the entice zone is subject to potentially severe tect 1;fc 

movement. Therefore it should be kept in mind with regards to the structural 
aspects of any future planning within the seope of this Project Paper. Since 
the bgadir earthquake there has been an increased awareness in building of 
seismic conditions. The area north and west of the Atlas mountain ranges has 
been for the most part classified as e moderate earthquake zone. This zone 
includes almost all major urban areas, the City of Tetouan included, Building 
codes include structural design criteria and considerations For limiting 
damage. To the extent that owner built housing incorporates standard building 
procedures, these regulations are respected 

*Fines are sanddust particules less than 88 microns in diameter {micron - -001 
m). 
**Silt consists of primarely fines mixed with organic matter. 



rnR0GBILPHY 

The city of Tetouan is traversed by the Oued Hartil river which draina 
approximately 1220 square kilometerg of mountlainous and elightly forreeted 
region. Several Parge man made water catchment reservoirs exist or are in the 
process of being studied and implemented. These will decrease erosion of the 
slopes and contribute to existing and future h r g e  irrigation schemer, roil 
conservation projects and prime water supply resources for the expanding needs 
of the  region. 

The Oued Xartil at its narrowest normal river bed section within the city 
limits is about 35 meters wide, with vertical embankments on the ~ c o u r  side of 
u p t ~  six meter height, indicative of the sediment transport capacity of the 
river during flood stage. An alluvial sloping terrace exists un both sides of 
the river channel and meaaures between 200 and 700 meter in width. The 
alluvial silt is the source of material for local Brick and pottery factories, 
la?$@ #~i~awltur#l plat.8 pradueo a var iety  sf foodcrops for the local markets. 

The river, when in flood stage, is estimated to reach up to an elevation 
~f about 10 meters at the existing bridge along rural road S608. One can 
observe that due to land reclamation and the filling in of the river terraces 
to provide higher ground for municipal and provincial government buildings or 
for flood protection there is an insreased velocity of the stream due to 
constriction and the damming effect of debris, trees, etc., which are lodging 
in the deck and railings of the existing bridge. It is assumed that the 
abandoned Bridge crossing just 100 meter downstream was undermined and 
overturned due to the pressure and velocities. The existing bridge S608 is 
also in the process of being undermined, although the municipality is 
continously checking this structure and trying to keep it in safe condition 
until the new proposed bridge is in place. (See paragraph, Roads and Bridges.) 

1 .  Hydraulic aspects based on rainfall and climate 

Recordings over a recent fifteen year period indicate that total yearly 
rainfall in Tetouan is above the national average. The average is 650 
millimeter with a maximum of 1300 millimeter and a minimum of 400 millimeter. 

From previous studies on the metereological observations and data recorded 
during severe rainstorms it appears that the prevailing strong westerly winds 
occuring during an Inteaam s t o m  are usually more destructive on the slopes of 
Djebel Dersa mountain t an on the other side of the valley. This prompted the 
residents of the district to protect the masonry construction and to cover as 
much as economically feasible the more erodable surfaces of publie access 
areas with either concrete, asphalt or hand placed rock revetments. 

However due to the ongoing deforestation uphill f s ~ m  the district and the 
existance of still large areas of steep slopes in excess of 33%, at each major 
rainstorm large amounts of soil, silt, brush, mud and rocks are flowing or 
carried into the city, blocking roads and sidewalks and plugging culverts and 
catchbasins. 

Several studies have attempted to correlate stormwater runoff data and 
quantities for the area under review. Simulated time, intensity, gradient and 
absorption factors were used in order to predict quantities at a given point 
of intersection of major streets or at a culvert crossing. In general these 



erercises indicate that due to the concentrated quantities and high welocities 
of the current, combined with the steep impermeabl@ slopes "sheet flown 
phenomena occur which carries all loose debris, undermines trees end 
structures, weakens building foundations, etc, The traditional atomdrain 
c ~ l l e c t i ~ m  system with catcbbasinlr and culverts is not adequate under the 
above corrdftionr. Part of the upgrading effort will be to develop elements in 
the tertlairy system (steps, directional flow structures to retard and limit 
sheet flow under worst conditions). 

The nature of the upgrading project will require additional action in 
order to alleviate the problems of flooding and health hazards. These actiom 
will include the progressive development and maintenance of tertiary 
infrastructure by the residents themselves. 

Population projection and population equivalency factor 

Design projections and investment cost estimates for future planned 
domestic and industrial infrastructures such as sewage treatment, water 
supply, electric energy, access roads and bridges are usually phased and 
implemented over periods of IS to 25 years. The ~etouan region comprises 
three categories of users of the above mentioned infrastructures: 

- the residents of the area 
- the touristic eomplex and seasonal activities 
- manufacturing and industry 

From a technical viewpoint it is necessary to establish an estimated 
population equivalent factor independent of the actual demographic estimates 
or census. The prime reascn is that the three above mentioned categories 
require these resources at varying times and different quantities. 

In the case o f  the needed sewage treatment facilities for Tetouan and 
without reviewing biological or bio-chemical considerations which will be 
covered in a separate section of this Project Paper, it has been established 
on the basis of previous studies that the following data are a valid and 
reasonable attempt to objectively determine the needs and cost estimates for 
the proposed sanitary sewage treatment station up to the year 2001, (see 
separate section for details on the several proposed or projected site 
locations and treatment processes). 



Tte following s a b e s  are required as shown in the comprebensirs report 
issued in 1977, by the SOCIETE AFBICAINE DbEYJDES M B O C  8 S.A.E.H.. 

City of Pet~uan 1982 
1987 1992 1997 

Projected population 
238,000 296,000 361,000 
Population equivalent 
274,400 350,000 434,200 
Volume (pa 30lday sanitary sewage)" 
33,003 41,895 51.516 

Load (Kg/dag) of pollutant matter 
17,294 22,048 27,333 

in suspensi~n sf all sources 

* (Note: & 1484 report based on non-quantified data gives higher 
volumes of sanitary sewage flows, 

Volume (m 3/day) sanitary sewage 25, 500 
36,OQO 52,200 76,600  

Estimated projections for the Dersa and Samsa upgrading area and sites and 
service program. 

-- 
Dersa - Samsa Z'anal 11 3.985 

1990 1595 2000 

Population 51,500 65,000 83,000 
f 010,080 
Sanitary sewage (m 3/day) 3,800 

4,900 6,300 7 ,500  
Load (Kgidag? of pollutant matter 1,900 

2.4S0 3,150 3.750 
in suspension at 50 grm per liter (BOD5). (BOD5 = Biological Oxygen 
Demand for a five day period.) 

Mote: ffie above projections are for es?irnates only since the total 
environmental impact of the future Samsa I and I1 areas is not 
known at this time. 



EOAQS AND BRIDGES 

The Project implementation will requite, pedestrian bridge crossings over 
the ravines where necessary and to provide right of way for the coaetruction 
of access streets, sidewalks, traffic circles, taxi and bus pickup areas, to 
facilate access to  school^, markets and other sections of the neighborhood. 
In some instances there will be a need for temporary storage of refuse and 
cofleclion points where debris will be acsuaulatfng during the initial phases 
of the construction of the houaing schemes and other infrastructure. This 
will alleviate the problem of cleaning up when the project neere completism. 

The existing highway between Petouan end Tangiers is the main access road 
to the project. The Master flan.for transportation indicates that this 
highway will be widened, larger culverts will be installed in connection with 
the planned storm drainage system. Two new bridges and a new alignment for: 
the by-pass highway is projected to decongest the heavy seasonal traffic. 

STORIT DRAINAGE AND SANITARY SEWER SYSTEN -. 

The City of Tetouan has an existing storm sewer drainage system dating 
from the Spanish Protectorate. This system discharges directly into the Oued 
Xartil river by means of an unknown number of large and small effluent 
structures. Since its inception there have been an untoid number of cross 
connections with private sanitary sewers which in fact make it a combined 
system. The ??aster Plan for Tetouan recommends as a long term solution the 
gradual disconne:tion of these sanitary outlets and integrate them into a 
proposed separate sanitary sewer system. 

The long tern objective for the City of ptouan is to have two separate 
systems, e storm sewer system discharging directly into the Oued nartil and a 
sanitary sewer system together with treatment facilities for residential and 
industrial liquid waste. The large investments which are required over 
several decades in order to Finance such major infrastructure programs 
constitute a constraint which is unresolvable at this time. 

There is no central authority in eherge of implementing or managing the 
existing combined system. Problems are solved as they occur by the Public 
Works department of the Xunicipality. 

The proposed Dersa and Samsa upgrading and site and services project will 
' 

impact on the existing conditions downstream. The degree of impact related to 
the s t o m  water runoff has been described previously in this section. 

The potable water system in the Tetouan region is under the responsabilitg 
of three euthorities, the Service Hydraulique, The Office National de l'kau 
Potable and the R4gie Autonome (RDE) .  They are in charge of the different 
aspects of the water distribution, from source of the water to its final 
connection to the user including the treatment and monitoring of health 
standards. 

The primary source of water for the region is the Nahfnla d m  with a 
capacity of 8 million cubic meters, with a delivery capacity czf 3 
m3/second. Due to the gradual silting of the storage reservoir these is a. 
msrkable reduction of yield which will be solved after the completion of the 



proposed Ben fartiche artorago reservoir and dam with a projected storage 
capacity of 80 million m3. 

The Begie states in their annual report for-1984 a water consumption fop 
the City of Tetouan of 8 million nn3 for residential and industrial usera. 
The actual total water production for 1984 was 13 million m3. fBe 
difference in water uee between the invoiced quantity and the net total 
production quantity constitutes the amounts lost to leaks, municipal use for 
street cleaning, public fountains, water which is requested for use by the 
Hydraulic Service Agency and other Governmental authorities. (Refer to 
documents of the Begie as listed.) 

A new modern water treatment plant will eventually replace the existing 
facilities located near Torreta, which are just sufficient for the current 
demand except during drought conditions when public taps on the high level 
service areas are closed off temporarily. 

Water quality is considered as acceptable based on a recent quality 
sampling program at nine different points in the system. Chloriae residual 
was found t o  be 0.2 %/liter which is within the acceptable norms. 

ELECTBICTIY AND PUBLIC LIGHTING 

The Raster Plan for Tetouan states that the existing system is being 
modernized on the basis of the national interconnected gr id  requirements. Old 
overloaded city distribution lines and transformers are gradually being 
replaced to provide for future demand and to upgrade street lighting. 

The impact of the Dersa - Smsa load demand rill not effect the systen 
since it will take several years for it to be a factor. In the meantime new 
high voltage transmission lines are being installed and it is reported that 
there will be an excess capacity for about ten gears. 



Bureau Environmental Coordinator Issues and Answers 

Questions posed by the Bureau Environmental Coordinator, Xr. S. F. Lintaer 
Refer to Hemorandurn dated June 19, 1985 

A. Primary Issues 

1. a , )  The team should obtain basic decriptive information to 
characterize the general water quality in the Oued Hartil and estimate the 
impact of the increased wastewater flows resulting from project implementation 
on water quality. b.) This issue should be addressed recognizing the high 
seasonal variations in discharge in the Oued Rartil. c . )  If inadequate water 
quality data is available, the team should design a simple collection and 
analysis program to obtain descriptive data to be proposed as a Horoccan 
contribution to the Project. 

A. PRI#hlZY ISSUES 
Oued Hartil river water quality. 

a.) Water quality of the Oued Xartil river immediately 
downstream of the existing bridge crossing at rural road S608 at 
the eastern periphery of the city of Tetouan is extremely 
polluted. The primary source of the pollution is from 
industries 'such as tanning and hide preparation, 
slaughterhouses, textile mills, bleaching and dyeing works, food 
canning operations, paper and cellulose mills, rendering and 
soap factories, printing plants, portland cement mill, etc. The 
river also receives the effluent of a small inefficient primary 
treatment plant, eight major combined sanitary sewer and 
stormdrain outfalls, and an unknown number of smaller private 
residential or industrial outlets. In addition it receives 
solid waste and debris from a large number of tipping operations 
by private and semi-public garbage haulers. 
There are no existing records of sampling or monitoring being. 
done or planned in the immediate future. However the City 
Engineer intends to either contract oxt for a preliminary water 
quality survey and inventory of discharge outlets or designate 
an individual from within the  Provincial Government who already 
has a hands on experience to begin a program of record keeping 
and monitoring. 

Increase wastewater flows from the proposed implementation of 
additional tertiary connections in the upgrading area and the 
installation of a tertiary sysrem in the site and services area 
will not immediately affect the water quality in the Oued Farti1 



river if the 6ewage treatnent plant i r  built within the first 
five year increment of the Project es planned. The operational 
managment of the plant begins a8 soon as possible 

b.) During the dry season tbe river flows are decreasing to 
such extent that the normal channel is completely dried up at 
the confluent of the Oued B1 Khemia approximately three 
kilometers west of the urban limits. A contributary cause for 
this is the large amounts of water being pumped for irrigation 
yurposes, 
She -in tributary Oued HorcBaf provides a relative minor flow 
due to the existance of many small irrigation catchment bassina 
and the location of the important regulating storage and water 
supply dam (Nahkla Reservoir) which is operated by the National 
Hydraulic Service and provides potable water to the Cities of 
Tetouan, Hartil and Fnideq. 
During the rainy season the river channel runs full but is 
subject to flash flood conditions and brief periods where it 
overflows onto the alluvial terrace. Installation of 
quantitative flow measurement and recording gauges are being 
planned to collect useable data for future planning. 

c.) The Wunicipal Department of Public U o r b  and the City 
Engineer plan to initiate a preliminary water quality study and 
the identification of toxic substances and their sources, based 
on W O *  recommendations and standards. 
It has not been determined if the City will contract directly 
with a water quality laboratory or farm out to the National 
Hydraulic Service. The Runicipality of Tetouan is receptive to 
eventual suggestions or recommendations during the 
pre-implementation stage of the project. 

The team did not have the specialized equipment necessary to 
undertake any type of water quality sampling. Turbidity, 
temperature at various depths and amounts of suspended matter 
would have been the rudimentary elements of a brief 
reconnaissance spot check at various locations. If a definitive 
and verifiable water quality analysis of the Oued Wartil River 
is required it should be carried out over a period of time to 
incorporate seasonal variations and include all substances, 
chemicals, heavy metals, etc. in which case it is recommended to 
contract with a firm that has at least the capability t o  do the 
atomic absorption test (Elmer-Perkins equipment or similar). 

2. a.) The team should determine how the current and continued pollution 
of the Oued Hartil, from domestic and industrial sourees, impacts on local 
fisheries, recreational use and tourism. b.1 Ht should determine the 
incremental impact of the increased wastewater flows resulting from project 
implementation on these items. 

.- * WHO World Health Organization 



Impact on fisherielr, resorts and tourism activities. 

a.) Already the impact of dry season flows when the various 
untreated effluents and discharges, solid waste, etc., are in 
their most concentrated and eeptic condition have affected the 
City of lartil which is located along the estuary of the Oued 
Hartil river. Recreatioual lagoon fishing and offshore 
commercial fishing may have to be stopped by the responsable 
authorities; unless it is carefully monitored. Especially 
durin~ the hot summer mason when the.population along the 
resorts'and beaches is temporarely housed in tents and open 
canvas shelters, large amounts of waste of all sorts are to be 
contained in certain controlled areas to be disposed of in an 
acceptable 'manner. 

A portion of the Hartil beach was affected by a temporary 
closing in the 1984 summer season due to health risk conditions. 

b.) Tho incremental impact of the Dersa/Smsa upgrading and 
site and services project however is not expected to increase 
the total pollutant load, since by the year 1990 it is 
anticipated that an operational primary sewage treatment station 
will have started to improve the overall river water quality. 

It Bas been estimated that the future population sf the project 
. area will reach approximately 25% of the total City of Tetouan 

population. It should be noted however that the actual 
pollutant load contributed by the above mentioned population in 
Dersa - Samsa I and I1 may constitute only about 1M~f the 
dombined residential, industrial and touristic complex peak 
loads. 

3. The team should determine a.) when the Gsvernmsnt of Horoceo 
anticipates beginning implementation of the planned improvements in wastewater 
collection end treatment in the Tetouan region. b.) It should specify the 
a t s t u s  af the required technical and ieasibility studies, c.) cost estimates 
for these improvements and discuss the anticipated source of funding. 

a.) It may be premature to anticipate a definitive specific 
date even though the intent is clearly established that a go 
ahead with the implementation of the first phase of the 
treatment facilities would be ordered as soon as the City of 
Tetouan Bas the necessary funding assurances to start a waste 
water collection and treatment system. 

b.) The basic research and technical studies have been done and 
constitute an extensive amount of dat&, maps, charts, reports, 
cost estimates, etc.. Various treatment processes have been 
suggested. Funding and operational management procedures have 
also been discussed with GOX and Provincial authorities. 



c.) Coat estimate8 for the rarioua component6 appear in Section 
IV of this Psojsct Paper end will be further refined 88 the 
phasing of construction and management cost over the life of the 
Project. 

4. The team should a.) determine when the Government of Horocco 
anticipates beginning implementation of the proposed diversion of the Oued 
Xartil to a second aba~doned channel further to the aoutheast of the existing 
diversion. She team ahould b.) determine the environmental benefits from 
implementation of this proposed diversion a8 it provide8 m interim solution 
to reducins pollution of the beach at Hartfl. 

Oued '#artil Diversion Scheme 

a.) The proposed diversion within the reaches of the estuary as 
previously outlined in various studies and reports bas not been 
implemented. This important decision will be made after further 
investigations and inquiries concerning riparian boundaries, 
geographical limits of the estuary. costs and benefits of 
mitigative measures, intrusion of salt water during the dry 
season, possible effect on existing estuarine ecosystems, 
salinity gradient, etc. 

b.) An interim beneficial solution for reducing pollution along 
the Hartil beach should be weighed against the overall solution 
sf regional problems. There is a concern that diversion without 
first checking the implications may create another problem 
mmewhere else. 

The environmental benefit of the suggested diversion scheme, if 
further implemented by partially covsring the accumulated bottom 
sludge and detritus by means of dredging sand from the sea or 
from available borrow areas, would be a positive first step. 
The overall implications should however be part of the estuary 
ecological balance assessment. 

5 .  The team should review the design of all stomwater drainage 
structures to assure they are adequately sized to acconnnodate flows during 
major s t o m  events and provide easy access for routine cleaning out of solid 
waste and sediment. Special attention should be given to assessing peak flows 
given the low permeability of the natural and developed portions of the 
catchments. 

Plans and criteria for the design of secondary and primary 
combined collectors, including stormwater overflow weirs, surge 
bassins, culverts and open channels, retarding dams and pumping 
stations have been thoroughly reviewed and discussed with the 
responsible engineers in charge. A high level of professional 
and technical ability, imagination and skill was demonstrated 
during thesc sessions and field investi7,ations. 



Peak flow assessments of storm water runoff and pollution levels 
for either the City of Tetouan or the Dersa - Samsa districts 
have not been accurately determined. The S.A.E.H. study of 
1976-1977 did determine the estimated quantities for certain 
typical and selected areas, which w m e  to be used as a guideline 
for further simulation exercises. Since this initial report, 
several studies have been made to further refine the storm 
runoff quantities in relation to the various slopes and 
configuration8 of the ravines with the objective to Pry to 
decrease flooding in the downtown and educational complex 
areas. A number sf these have resulted in partial 
implementation and construction of retarding dams, larger 
culverts, ete.. 

Given the very low permeability of the steep slopes additional 
means of stormwater drainage and channeling have been discussed 
and will be explained in the body of this Project Paper. (see 
Technical Analysis section). 

6 .  The team should review the solid waste disposal sites to assure that 
they will be properly sited, developed and operated. Field observation 
indicated a large number of solid waste disposal sites, both formal and 
informal, being located at the edge of the natural drainage features, existing 
storwater collectors, adjacent to roads and the floodplain the Oued Hartil. 

The disposal problem of solid waste is 'the most difficult 
probiem facing the Hunicipali tg of Tetouan. The principal 
engineer in charge of restructuring municipal activities is to 
inventory all available public and unclaimed/unused lands to not 
only provide sites for future landfill operatjons but also to 

' incorporate them into future green belts, parks, cemeteries, 
rights-of-way for public utilities, major access roads and 
bridges. At this moment the municipality is negatiating with 
the brick factories to begin landfill operations in the depleted 
clay extraction pits. These pits are about 5 meters deep and 
measure about 100 X 50 meters in area. There are many of these 
abandoned pits which may be the beat interim solution. provided 
the pits are protected from flooding. 

7.  In accordance with Bureau policy the team should determine the annual 
operation and maintenance costs for facilities funded under the project. It 
should identify how these costs will be meet and identify any training 
required to assure their proper operation and maintenance. Special attention 
should be given to the training of personnel in the management of solid waste 
disposal facilities. 

According to the municipal engineering office several existing 
agencies and departments will be given additional functions and 
mandates for the purpose of taxing and/or collecting prorated 
user fees, licenses and ton/truck load charges to be paid before 



dumping rolid waste at the approved rites, 
Concerning the combined sewer facilities and the proposed future 
sewage treatment station, preliminary discussions heve taken 
place to study the feasibility to invoice for water usage and 
disposal on the rams billing. 
The operational management of a complex sanitary sewage 
treatsent plant of the size contemplated for the City of Tetbu~n 
fa estimated to employ about 120 persons on a three shift around 
the clock schedule. 

The 60H throush i t 8  designated Hinisteries and Agencies created 
the central administrativets school in Casablanca (SIRTI) for the 
purpose of providing information, training, course6 in municipal 
management, etc:. In addition the Direction de la Formation des 
Cadres du Hinistke Be l'hterieur gives working seminars on a 
variety of subjects related to public works operations. 

It is recommended that throughout the implementation of the 
proposed Project certain selected individuals would be 
candidates for hands on training at medium size sewage 
treatment plant. 

8. The team should review the concept of including a public education 
program concerning solid waste disposal practices in the project area. Until 
residents are aware of the problems they are creating by informal disposal 
practices, especially in areas adjacent to the natural drainage features, only 
limited improvement in environmental health and the reduction of flooding can 
be expected to occur. . 

~ Public education program 

The city of Tetouan through its City Council President and 
engineering staff has indicated,thst the situation has come to a 
critical stage which requires immediate action, both on the part 
of the municipality and the public at large. Several awareness 
campaigns are under way to alert the public of the dangerous 
health consequences. These campaigns are made through the press 
and the local broadcast station and educational institutions, 
maternities and public clinics. As part of the Project 
implementation it would seem appropriate to include a public 
awareness program. 

B. Secsndary Issues 

1. The team should identify interim measures which cala be taken to reduce 
solid waste problems in advance of formal project Imglementatbon. Special 
attention should be given to clearing of large amounts of solid waste which 
have accumulated above the Dersa site. 



1 . Secondary Issues 

As previoualj mentioned the lunicipallitj i e  in the process of 
inventorying available sites aad of organizing a means by which 
licensed truckers will be charged for dumping, 
Concerning the removal of existing semi-public dumea such as in 
the vicinity of the wartier Zyana cemetery and many others 
throughout the city, it mag be aafer to try to sanitize the 
areas with chemicals (lime) cover them with earth and plant soma 
type of ground cover. The alternate would be to dig up the 
waste under controlled conditions during the winter meason, ie. 
in covered trucks, etc. The logietital and financial burden 
would be prohibitive. Site identifieation has not yet been made 
and should be recommended during Project implementation. 

2. The team should determine how the Governmeat of norocco anticipates 
management and treatment of industrial wastes from existing and planned 
industries. The team should assess their impact on the Oued Hartil and 
discharge area in the Hediterranean Sea if improperly treated or controlled. 
It should specify how this problem! will compound existing wastewater problems. 

The existing industrial zone east of the airport has a basis 
liquid waste collection system and pumping pla~t. The point of 
discharge at this moment is in existing drainage ditch leading 
into the Oued Hartfl river. 
Proposed treatment of the effluent will consist of pumping tbe 
effluent into a large oxydetfon lagoon to be sited in the swampy 
area adjacent to the industrial zone. Until more comprehensive 
laboratory anaylsis records are available, which may indicate 
that toxic, heavy metals or poisenous substances are disposed in 
this manner, it appears the best interim solution for this 
problem. The intent is to provide approximately 15 hectares of 
initial lagoon area to a depth of approximately 2 and 1/2 
meters. The area eonsistr 02 sandy to sandy clay loam and silt 
deposits. The berms would be at an elevation above the highest 
observed flood levels. After the berms have been compacted and 
can sontainthe pool to its design level there may be a need for 
installing pontoon supported aerators which would be driven by 
either the available high tension power substation located next 
to the existing effluent pumping station or by independent 
electric generators attached to the pontoon barge. Eventually 
the effluent from the oxydaticn lagoon would be discharged into 
the previously mentioned drainage ditch and the Oued Xartil 
river. 

3 ,  The team should advise the Goverment of Worocco concerning tha 
desirability of filling the abandoned channel of Oued Xartil in the immediate 
vicinity of Xartil. The presently closed-off channel fragment presents a 
major seasongl health hazard and i s  presently being used as an info~mal solid 



waste dump. The increased and continued discharge of untreated wastewater 
i n t o  t he  Oued Hartil from Tetouan w i l l  only compound t h i s  problem. 

Meandering oxbow r i v e r  channels have been closed o r  have a l t e r e d  
during the  courae of major f loodstages  over t he  l a s t  s eve ra l  
hundred years. From a c l o s e  s tudy and i n t e r p r e t a t i o n  sf  a e r i a l  
photographs i t  appears t h a t  man made levees  and channels were 
dug i n  order  t o  claim more accessable  a r ea s  along t h e  a l l w f a l  
terrace6 f o r  b r ick  manufacturing and a g r i c u l t u r a l  p l o t s ,  The 
abandoned channela average 50 meters wide and include swales o r  
depressions which extend from r u r a l  road bridge S608 t o  t h e  Oued 
MartiP estuary.  F i l l i n g  t he se  depressions w i l l  r equ i re  a major 
suc t ion  dredging operat ion,  A s  i n  a l l  ins tances  where a 
dredging scheme i s  contemplated, an env i rowen ta l  assessment 
w i l l  have t o  be done which includes  a l l  the  items prevously 
mentioned i n  t he  Oued Matfl  Diversion Scheme, i n  order  t o  avoid 
f ~ r t h e r  de t e r io r a t i on  of the  ecolagy i n  the  es tuary  and t h e  
region. 
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DETAILED TECHNICAL ANALYSIS 

A. UPGRADING COMPONENT 

1. Characteristics and Development of the Site 

a. Conditions 

X T o ~ o g r a n h ~  

The lowest average elevation is 64 meters which is at a 
point where the invert of the drainage culvert of the ravine called Khandaq 
Zarbouh crosses under the main east-west access road to the Dersa district. 
The highest average ground elevation is 240 meters and occurs along the 
northern boundary of the district. Street grades throughout the district are 
more or less level in the east-west orientation, but vary to extremely steep 
gradients of between 14% and 33% in the north-south down slope orientation, 
requiring stairways and hairpin curves which follow the natural rock and 
outcrop escarpments. The majority of these narrow paths, passageways, alleys 
and streets are accessable to small vehicles, load carrying animals and 
pedestrians. 

The southern slopes and terraces of the Pjebel Dersa 
mountain are the site of ever increasing and intense re&idential building 
activities since the nineteen fifties. The entire zone is composed of 
fissured karst with altered limestone outcroppings. The surface soils to a 
depth of one and a half meter are sandy limestone, gravelly clays or sandy 
clays with fines content of between 15% and 281. 

During the rainy season, silt is washed away from the 
upper slopes sf the area clogging existing downstream facilities, channels, 
culvsrta and catchbaaina in tho older and better equiped sections of the city 
including the existing educational complex and the relatively level Sidi Talha 
neighborhood. 

Permeability of this area is low due to the hard surfaces, 
roofs, concreted areas, asphaltic alleys and roads and the compacted nature of 
the  soils in the public areas accessable to constant traffic of all kinds. 

From previous studies on the meterological observations 
and data recorded during severe rainstorms, it appears that the prevailing 
strong westerly winds occuring during an intense storm are usually more 
destructive on the slopes of Djebel Dersa mountain than on the other side of 
the valley. This prompted the residents of the district to protect the 
masonry construction and to cover as much as economically feasible the more 
erodable surfaces of public access areas with either concrete, asphalt or hand 
placed rock revetments. 
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3)  Climate 

Recordings ower a recent fifteen jear period indicate that 
total yearly rainfall in Tetouan i0 above the national average. The average 
is 650 mililimster with a m a x i m  of 1300 millheter and a minimum of 400 
millimeter, 

The proposed drainage facilities will be designed t o  
accommodate a 20 year 6tom. Note that a 20 jear s t e m  could occur two years 
in a r o w  or even twice during the course of one year, 

Several studies have attempted to correlate starmwater 
runoff data and quantities for the area under review. Simulated time, 
inrensity. gradient and absorption factors were used in order to sredict 
quantities at a given point of intersection of major stre2ts or at a culvert 
crossing. In general these exercises prove that due to the concentrated 
quantities and high velocities of the current, combined with the steep 
impermeable slopes "sheet flaww phenomena occures which carries all loose 
debris, undermines trees and structures, weakens buildirg foundations, etc. 
The traditional storm drain collection aystem with catchbasins and culverts is 
not adequate under the above conditions. 

Part of the upgrading effort will be to develop elements 
in the tertiary system (flow retarding steps or stairways, directional flow 
devices, temporary storage basins) to reduce the destructive effects of sheet 
flow under most conditions. 

b. Historical.development of the site 

Until its fertile topsoil was gradually lost by erosion, the 
south slope of the Dersa mountain immediately adjacent to the city served as 
an agricultural zone and source of water far the Redha. During the Spanish 
Proteetorate, a dirt road was also cut through the area joining the "EL BQRG" 
fort with the Hedins and continuing up to the radio station at the top of the 
mountain. The constructon of this road opened up the site for residential 
develapment. 

The first real construction of houses on the site began with a 
400 m i t  project of low-cost kowfeg  called the "Hunicipal Block", This 
project was built to rehouse bidonville inhabitants from the center of the 
city and consisted of several large blocks of small courtyard houses sited 
around a small comercial center of 60 shops. The construction of 
"clandestine" housing units in Dersa began around this project, 

c. Density and land use 

The population of Dersa is now estimated BQ be 54,000 
inhabitants. Because of varying site conditions and steep slopes, the 
population density varies considerably across the site. The areas of highest 
density have an estimated 660 inhabitants per hectare while the average 
density is closer to the  accepted norm of 350 inhabitants per hectare. 

The number of housing units per hectare in Dersa is 58 while 
in Samsa I this number is 15. 



Within the area to be upgraded only the western end sf the 
site (Samsa I) has 6ome open land or iafill plots to be developed. These will 
be used for rehousing families displaced from other parts of the site by 
infrastructure work. Sites f ~ r  publie facilitiee will also be provided. 
Remaining plots will be sold off for individual housing development. 

2. Infrastructure characteristics for the upgrading component 

a. roads 

1) existing situation 

The only practical access road to the Dersa district is 
Boulevard Abdelkrim Khattabi. It serves Dersa, Sidi Talha, S m s a  and Halaga 
neighborhoods. The existing streets, alleys, trails and footpaths varie 
betwean 1 and 4 meters in width. Some of these will require stairways due to 
the extreme slope. Host houses are at least 30 to 50 meters away from a 
straet accesible to minor traffic. Two-thirds sf the housing units are more 
than 400 meters distant of any type of public transportation, taxi and/or the 
Sidi Talha bus line, Dersa is about one kilometer distant from the center of 
town. 

The existing east-west oriented Boulevard Abdelkim 
Khattabi right-of-way is approximately 8 to 12 meters wide, starting from the 
Khnndaq Zarbouh ravine to the Psychiatric Hospital. The point of access to 
this Boulevard is from the north-south oriented 10 meter wide street adjacent 
to the Christian cemetery which in turn connects to the Boulevard Hauritanin 
and the center of town. 

2) proposed improvements 

The proposed new street grid which will improve traffic 
and bring bus services within a reasonable distance to all the.residents 
consists of a double loop (figure eight) and the widening and grading of two 
additional north-south connection access feeders to the double loop. The 
finished surface will consist of portland cement concrete. This will follow 
the pattern presently favored over asphaltic surfaces. The street alignment 
will require that certain sections will be cut and fill, with structural 
retaining walls in fieldstone masonry and reinforced concrete. The total cost 
of the concrete toads and sidewalks is estimate at approximately 19 million 
dirham. 

Approximately 270 households and may lose all or a portion 
of their existing dwelling, when the cadastral surveys have been completed and 
the new alignment for the proposed roads and street system has been determined. 

b. wastewater collection 

1) existing situation 

The tertiary sanitary drainage system consists of small 
diameter unreinforced eonrete pipes, partially buried or incorporated in the 
narrow concrete sidewalks. This is due to the difficulty of excavating 
trenches in the hard rock. For the most part it is a semi-private system 



maintained by the omrs st the property owners directly aPCected. Tbe 
Xusicfpa%Sty Bas a caogerative attitude towards this method of %nst~%lation 
since ultimately it benefits the entire com%sity - 60 to 78% of the tertiary 
system is in place - however due to he fact that a portion is above ground, it 
will be necessary t o  either bury them during the street construction or 
relocate them en the secondary system 18 being iastalled. 

eecondarj network o f  pipes comfat of diaxnetera 
between 40 and 88 en, and Rave Been partially emstructed by the 
HunicipaPity. These pipe Qimeters are not properly sized for the number of 
tertiary pipes conaected to it. The proposed secondary system improvemeats 
will incorporate additional larger diameter reinforced concrete pipes which 
will ba installed parallel to the existing ones in order to decongest t h e -  
informal portion of the network. 

She primary collector is partially in place.  I& is based 
on engineering surveys done in 1965 (see SOHATEC report). The collector is a 
large capacity ovoid reinforced concrete eulvert which was constructed during 
the years 1980 to 1983. It follows the alignment of a ravine which drains the 
stomwater runoff from the mountain above Bersa. %Big ravine and several 
other ravines (thalwegs) such as the Khan&.$ Zarbouh are the dumping place for 
garbage. 

2 )  proposed improvements 

The proposed new drainage system as s h a m  on the map will 
consist of srven secondary collectors of 80 to 3.00 cm i n  diameter. Two new 
primary collectors (large diameter ovoid shaped reinforced concrete) will be 
constructed 18 the alignment of the ravines. The result will be that the open 
drainage w i l l  bt enclosed and the surrounding grade could be partially filled 
with rock scavation from the tertiary and secondary systems. The existing 
refuse piles could be used as fill and covered with cornpasted naterials and 
earth so as to ereate a clean open space. It still will require, to protect 
these depressions with storm water runoff retarding bassins, minor overflow 
structures and soil erosion devices, in order t o  decrease runoff vefoeicies to 
less than 4 meters per second. The cost of the ovoid skaped eulverta is 
estimated at 1.613 dirham per linear meter in place, 

c ,  water suppll 

According to the Begie (HIE) as indicated in their yearly 
report about 60% of the dwellings are served by the system. A major portion 
of the  distribution network is already in glace. The E expects to continue 
installing additional pipes cluding a storage reservoir for the high service 
system above elevation Pa0 ( If) with a capacity of 7008 m3. This high 
level system will also serve Smsa 1 and the future site and services S m s a  II 
district. 



d. ~lestrfcitr and atreet lighting 

Strssk  lighting is very sporadic, end will have to be entirely 
renewed with standard overhead sodium vapor lamps to be placed on the power 
poles or to be anchored to existing structupes. A medium tension transmission 
line 1s scheduled to be replaced in the near future by the BDE. However, for 
the majority of the BwePBings electric service Is already provided and meters 
haro O ~ e n  installed. 

3. ProposodJnfrastructurs characterist4cs f ~ r  the sites and services 
component 

This component of the Project includes approximately 130 hectares, 
located west of the Dersa - S m s a  I and Z.A.C districts. The land surface is 
treeless, crisscrossed with dry gullies and-rocky ravines. The terrain is 
undulating with severcl sloping terraces. The development of this zone will 
consist of the entire range of lot developinent served with streets, alleys, 
access roads, sidewalks, street lighting, drainage and samitary sewer 
facilities, including potable watar and electricity eannections. 

A detailed cadastral survey will be made which will serve to 
identify existing claims of property ownership, location of right-of-way for 
existing high tension power lines, existing slaughterhouse complex and 
stockpens, ssbool, etc.. 

Primary, secondary and tertiary infrastructure will be installed 
by the project and their costs distributed to the various lots on a 
prsporti~nal manner based on the size ~f the lot and its intended use. 

a. wastewater collection 

The primary and secondary system will be desinged based on 
detailed topographic data, and consists of one ovoid shaped large diameter 
collector identified as T210 to be built in place as a reinforced concrete 
structure, complete with clean out openings, retarding bassins, flow 
deflecting structures, and overflow weir in to the Oued Hartil river and/or 
the future off-site primary collector to the proposed treatment plant. The 
primary T210 collector will gather both the sanitary sewage and the storm 
water runoff from the site including what comes down from the slopes above 
S m s a  11. The secondary collectors consist of pips diameters varying between 
80 and 100 cm. The tertiary are 60 em in diameter. 

In addition to the ovoid reinforced concrete primary collector 
the Project will undertake surveys t a  ascertain if a separate drainage system 
would be feasable. This may be accomplished if the large ravine which forms 
the easterly boundary of Samsa I1 were to be controlled by means of many 
retarding basins, cascading stairways, stone and concrete revetaent of the 
slopes, paving of .the invert of the channels, planting the berms and slopes 
that are t so  steep to incorporate in the lot arrangements. It would be a 
first step in following the long range guide lines as mentioned in the Final 
Report of the Tetouan Master Plan. 



A preliminary layout as shown on the map in the Annex shows a 
network of loops iU~and@ring around the terrain features, following for the 
most parj existing trrila and roads. It is the path ofleast resistance method 
and may have soma merit at first glance. Under the project implementation, 
sev@rd variation8 and schemes will have to be develcped inorder to optimize 
811 the component8 of the project, 1 A ,  l o t  and l o t  a i  281, slopes, surf ace 
area of roads versue the developed lots, cost of primary end secondary 
infrastructure, a tc . .  

e. water and electrici- 

At this moment, only basic criteria and cost estimates base 
been established based on preliminary outlines. 

4. Housing 

Housing in the upgrading area is predominantly owner-built. 
Aprroximately 532 of these "cPandeatinew housing units are built by qualified 
labor under the direction and management of the homeowner himself. In this 
case, the owner is responsfble for aupervfson of the work, the gutchase of 
building materials and the direct payment of the workers, His participation 
in the actual construetion is gnerally limited to clean-up activities and the 
gene,-a1 preparation of walls and surfaces. These efforts by the o m e r  can 
reduce construction costs by 15 to 301. A slightly higher percentage of cost 
reduction (45%) can be obtained by owners who build their houses entirely on 
their own, butr this must be weighed against the amount of individual time and 
effort it takes and a subsequent reduction in quality. Approximately equal 
proportions of the remaining 4 7 1  of the housing units were completely built by 
their owners or Built by small scale construction companies. 

The principal materials and methods sf construction us& in 
*clandestinen housing in Dersa are very aimilar to those employed in otker 
low-income Rousing neighborhoods throughout the city. This includes stone 
foundations, rsinforced concrete structures and baked brick walls (either 
hollow brick or solid) with interior and exterior plastering. Roof and wall 
slabs are made of thin reinforced concrete slabs laid over shallow brick 
vaults supported by steel I beams spaced at about 1.5 meter intervals. There 
is geoerally a minimum sf carpentry work in the house which ineludes small 
window openings and some doors. Other Interior Pinishisgs depend an the 
financial capabilities and priorities of the individual owners. 

The build up area or an average sized "clandestinew housi~g unit 
in Dersa is between 75 and 80 mZ. Almost 93% of these units include standard 
squat toilets, while 88% have indoor kitchens and 28% have additional exterior 
courtyard space. Host units also have a stairway leading to the roof terrace 
or upper floors. Approximately 64% of the housing units in Dersa have upper 
floors with 172 having three or more floors. 

Figure ...... indicates the floor plans of several typical 
clandestine housing units. House "C" for example is a recent constructim of 
approximately 40 m2 which includes three livable rooms of 16 m2, 8 m2. This 
smaller than average unit also has a rudimentary kitchen, toilet and hallway 
with no courtyard. 



B ~ u s a  *BM is a clandestine unit in Saxnsa which war built on a 30 
m2 plot later expanded to 40 m2 when it was exteaded into the street. The 
unit has two floors Built through four distinct phases of constroctien over a 
ten year period. The initial canstruction included a single rooar of about 10 
ma2 built at the end of the plot away from the road. During the second phase 
of constr~cion a second room, kitchen and small entry hall were added. The 
third phase included t h ~  extension of the plot into the street and the 
addition of a small courtyard and ntaimay to the roof. A small room of 6 m2 
was also built on the roof. The fourth phase of construction included the 
completion of the upper floor including two additional rooms of 12 and 4 m2. 

Rouse "D" is a unit of appriximately ?5 m2 which is close to the 
average sized house. The ground floor includes 3 livable rooms of 15, 14 and 
6 id!, a large kitchen, storeroom, two entrances, stairway, toilet and central 
hallway. The upper floor which is used as a separate apartment bas a similar 
arrangement of three livable rooms, kitchen and toilet. 

Surveys done for the Tetouan ?faster Plan indicate that the number 
of rooms per household in clandestine housing areas is 3.19. This is 
virtually identical to that of planned low-income housing area (3 .25 )  and to 
the general average for all of the existing housing stock (3.23). The number 
of persona per roo= however, is somewhat higher in clandestine housing areas 
due to larger family size. Nevertheless three quarters of these housing units 
have less than 3 persons per room. 
30 July 1985 . 
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PARTICIPATING AGENCIES 

The following is-additional information on the agencies char6ed with various 
aspects of project administration. 

A. THE NATIONAL AGENCY TO COHBAT SUBSTANDARD HOUSING {ANHP) 

The creation of a National Agency to Combat Substandard Housing (ANHI) 
was one of the major institutional developments to be accomplished during the 
1981-1985 Development Plan period.. 

BHHI was created in-January 1984 and operates under an agreement 
signed with the Hinistry of' Finance and the Ministry of Housing in February 
1984. Its Boar4 of Directors is chaired by the Hinister of Housing and 
includes representatives from the Winistry of Housing, the Xinistry of 
Interior, the Ministry of Finance, the Hinistry of Economy and Plan, the State 
Secretary for Economic Affairs Assigned to the Prime Hinister, and the Fund 
for Cmmunity Infrastructure (FEC). 

The creation of ANHI was a response to theneed for a public instrument 
capable of undertaking the comprehensive development operations necessary to 
improve substandard housing and to provide serviced urban land in order to 
preempt the uncontrolled growth of bidonvilles and clandestine settlements. 
MHI's statutes give it with the operational authority necessary to pursue 
these goals. 

AHNI may buy, develop and sell land, to undertake required studies, 20 
construct housing units for the rehousing of low-income populations when 
necessarr, and to participate in the  construction of related community 
facilities. Financing for these activities can come from budget sources, from 
the sale of plots and/or housing units, fron the collection of downpayments 
from beneficiaries, from both internal and external loans authorized by the 
Ministry of Finance, and from cost recovery programs for comercia1 and 
apartment units. 

During their last meeting, ANHI'S Board of Directors re-affirmed the 
need to find additional sources of project funding, to encourage the timely 
financial participation of beneficiairies in meeting project costs, to 
continue the use of internal project cross-subsidies in favor of the lowest 
income group, and to maintain the financial flexibility of the AHNI. 

Like all parastatal agencies in Morocco, ANHI is subject to Government 
financial controls and is required to give full accounting of its expenses and 
incomes to the Xinistry of Finance. Each year it prepares an annual budget 
for Winistry of Finance approval which includes anticipated expenses and 
incomes for both operating and investment budgets. 

A11 contracts, sales prices for housing units, etc. for each project 
are reviewed by a joint comission from the Hinistries of Finance and Housing 
and ANHI. For accounting purposes, AHNI is required to open a separate 
account for each project. 



FIGURE 

ORGANIZATION CHART FOR THE NATICFIAL AGENCY TO COMBAT 
SUB-STANDARD HOUSING. 
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Projects undertaken by the agency must benefit inhabitants sf 
bidonvilles or clandestine neighborhoods. Such projects include the upgrading 
of existing nefghborhoods, sites and services projects, and construction of 
housing units for the relocation of displaced families. ANHI is also 
empowered to build and sell commercial areas at a profit in order to generate 
cross-subsidies for the low-income hou~ing. 

After 18 months of operation, ANHI has projects underway involving 10 
bidonvilles in 9 cities. These projects include about 20,QOO plots which will 
benefit approximately 27,300 people. They are distributed in the following 
way : 

Casablanca 
Rabat 
Fe s 
Khour ibga 
Taza 
Larache 
Ben Slimane 
M.Be1 Ksiri 
Temara 

1050 plots 
2253 plots 
2504 plots 
1750 plots 
3000 plots 
3300 plots 
807 plots 
643 plots 
8400 plots 

The total estimated cost of these operations is 370,000,000 dirhams ($37 
million). Total cost of the four projects now under actual construction is 
approximately 200,000,000 dirhams ($20 million) . 

ANlI's agreement with the Ministry of Finance authorizes it to pay 
competitive salaries to its staff who are recruited t o  meet high professional 
standards . 

All of the core staff architect/planners have extensive experience in 
upgrading and in the delivery of low-income shelter, They are generally 
recognized as being the most qualified professionals in Morocco in this 
respect. The financial director also has a higher degree in finance and 
management and has worked for eight years with the EuC in Agadir. 

B. MUNICIPALITY OF TETOUAN 

The Municipality of Tetouan was officially created in 1958. In 1978 
it had 634 employees of which the majority were manual workers. A t  the 
present time the central office at the Municipality has approximately 110 
employees which include professional and technical/cferical staff. The 
present organization chart sf the Municipality is shown in the Figure VI-I. 
The Municipality is divided into two main divisions: Administrative and 
Technical Services. Of the two divisions, the Technical Services Division is 
more important to the project in terms of the number ond types of professional 
staff it employs. 

TECHNIEAL SERVICES DIVISION: 

The Municipality's Technical Services Division is headed by the 
Municipal Engineer. The division is charged with resolving all important 
technical problems faced by the Municipality, providing technical assistance 
and guidance to the Municipal Council and coordinating municfpal services and 
activities with outside agencies. It is charged with rogramming, 
coordination and on-site control and supervision of al! infrastructure works 
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done in the name of the Xunicipalfty. 

the division is divided into six sub-unitr or services: 

Of these, the Administration and Accounting Service will be involved 
In the project through its Accounting and Contracts Office and Hunicipal 
Property Off ice, which manages municipal property, carries out expropriation, 
and handles land sales. 

The Service For Studies and site works (Topographic Office) is 
responsible for topographic surveys and road alignments, and its Office of 
Studies handles documentation sf tar calculations. 

Road installation, bnanagement and maintenance and traffic management 
will be the responsibility of the Service for Networks, while its Office of 
Street lighting would install, manage and maintain the street lighting 
netwok. 

The Service for the Environment has responsibility for sewer systems 
and wastewater and storm drain systems and rill be a keyparticipant in project 
activities. 

Also important is the Service of Architecture and Planning, whose 
Office of Design and Construction issues building and occupancy permits and 
controls municipal construction, while the Office of TOM Planning enforces 
zone development plans and reviews subdivision plans. 

In addition to the Hunicipal Engineer who has overall responsibility 
for the Division and the Runicipal Architect who is in charge of the services 
(networks) and environment) are also headed by qualified engineers. The 
present organization chart does not reflect the recent ministerial changes 
through which the town planning function of HHAT was transferred to the 
Hinistry of Interior and will ultimately be in the service of the Hunicipality. 

ADHINISTfiTZVE SERVICES RELATED TO URBAN IEPROVEXENTS 

Within the Administrative Division, the Accounting Service is 
responsible for the formulation of the budget, payments, purchasing, 
administrative taxes and fees, and accounting matters related to municipal 
property. The offiee has seven professional and technical employees. 

The Service for Runicipal Receipts is responsible for monitoring all 
municipal expenses and all payments mayde to the MunPcipaPity. The service 
also provides verification of tan payments to other municipal services prior 
to the issuance of building permits, licenses or official individual 
documents. The list of persons required to pay various taxes and the amounts 
to be paid is determined by the Tax Registration Service. The Service of 
Hunicipal Receipts has five administrators including the officially designated 
Receiver and a secretary. 

The Tax Registration Service is responsible for the determination and 
application of various municipal tares and the establishment of the 



corresponding tax r o l e s .  It i s  r e s p o n s i b l e ,  f o r  example, f o r  determing t h e  
amount of road t a x e s  and bet terment  t a - a s  t o  be paid. It a l s o  c o n t r o l s  a l l  
munic ipal  f e e s  and charges  caning from t h e  municipal  s laughterhouse ,  bus 
s t a t i o n s  and markets.  The s e n t i c e  has EI c e n t r a l  s t a f f  of t h r e e  t o  four  people 
and s e v e r a l  employees working f u l l  time i n  t h e  f i e l d .  The o p e r a t i o n  s f  t h i s  
s e r v i c e  w i l l  be d i r e c t l y  involved wi th  t h e  p r o j e c t  and i s  ve ry  important  f o r  
c o s t  recovery. The s e r v i c e  can  recover  t a x e s  i t s e l f  o r  send t h e  l i s t s  t o  
Municipal Receipts .  

There are a few smal l  s c a l e  p u b l i c  works p r o j e c t s  i n  which t h e  
Munic ipal i ty  buys t h e  m a t e r i a l s  and uses  i t s  own employees o r  t h e  
P r ~ m o t i o n  Nat ional  t o  do t h e  p r o j e c t .  This  system w i l l  probably be 
used f o r  t h e  t e r t : l a r y  i n f r a s t r u c t u r e  i n  t h e  p r o j e c t .  

WATER Ah3 ELECTRICITY SUPPLY COMPANY' (ME) 

The water  and e l e c t r i c i t y  supply company f o r  t h e  Tetouan province 
(RDE) was founded i n  1970 and s u p p l i e s  water  and e l e c t r i c i t y  t o  t h e  major 
c i t i e s  i n  t h e  Tetouan province inc lud ing  Larache, Ksar e l  Kebir and Tetouan 
i t s e l f .  I n  1984, t h e  company had 615 employees i n  a d d i t i o n  t o  &.management 
s t a f f  of around 20 p ro fess iona l s .  The o rgan iza t ion  of t h e  company i s  based on 
two main d i v i s i o n ,  one f o r  water  and o t h e r  f o r  e l e c t r i c i t y .  These d i v i s i o n s  
a r e  i n  t u r n  broken down i n t o  s e r v i c e s  concerned wi th  the  e r t e n s i o n  and 
improvement of wate and e l e c t r i c i t y  networks, wi th  t h e  c o n t r o l  and maintenance 
of e x i s t i n g  networks, coun te r s ,  r e s e r v o i r s  e t c . ,  and wi th  t h e  p r o t e c t i o n  of 
e l e c t r i a l  equiptent .  

Water f o r  t h e  o l d  c i t y  of Tetouan o r i g i n a l l y  came from Dersa mountain 
behind t h e  c i t y .  Beginning i n  1974, t h e  RDE assumed r e s p o n s i b i l i t y  f o r  
providing water  t o  t h e  e n t i r e  c i t y .  During 11984, t he  RDE was a b l e  t o  i n s t a l l  
approximately 9 .b lk i lometers  of new major water l i n e s  i n  Tetouan. A t  t h e  end 
of 1984 annual  domestic water  use  rose  by 11 psrcent  t o  6.3 m i l l i o n  cub ic  
meters  and t h e  number of i n d i v i d u a l  water  connections had inc reased  by 9.5% t o  
30,871. Diring 1984, t h e  RDE connected a n  a d d i t i o n a l  16070 housing u n i t s  
under i t s  r e g u l a r  program of i n d i v i d u a l  connections and 1861d connections 
under its program f o r  coonecting groups of houses i n  low income neighborhoods. 
Many of t h e s e  connections were made i n  t h e  Dersa and Samsa neighborhoods. 
T o t a l  c a p i t a l  investment f o r  water  supply i n  the  c i t y  e f  Tetouan i n  1984 was 
18,600,000 dfrhams. The S i t e s  and Serv ices  and ZAC Components a t  t h e  proposed 
p r o j e c t  would r e q u i r e  p l u s ,  minus 10,000 new water  connection over  a f i v e  year  
per iod  which i s  w e l l  w i t h i n  t h e  capaci tyof  t h e  WE. 

D 

E l e c t r i c i t y  i n  Tetouan was o r i g i n a l l y  suppl ied  by two companies which 
inc luded t h e  COOPERATIVE ELECTRA HISPANO MARROQUI f o r  t h e  medina and SOCIETE 
ELECL'RAS MARROQUIES f o r  t h e  new c i t y ,  I n  1978 and 1974 r e s p e c t i v e l y ,  t h e  RDE 
took over  t h e  two e x i s t i n g  systems. I n  1984, t h e  RDE i nc reased  t h e  number cf 
r e g u l a r  connection by 676 and those  f o r  l o w  income neighborhoods by 2466. 
Once aga in  a l a r g e  number of t h e s e  connections were made i n  t h e  Deraa-Samsa 
a rea .  The r a t e  of new e l e c t r i c a l  connections due t o  t h e  p r o j e c t  w i l l  not  be 
excess ive  given RDE's presen t  capac i ty .  

In  a d d i t i o n ,  t h e  RDE of Tetouan has  access  t o  t h e  l a r g e  s i z e  computer 



d a t a  banks of ONEP's main o f f i c e  i n  Casablanca on whieh i t  s t o r e s  a l l  i t s  
records.  ONEP e u p p l i e s  W E  with  etandard forms and accountin& procedures, a6 
w e l l  a s  bas ic  management gu ide l ines .  Local  b i l l i n g s  i n  Tetouan a r e  made us ing  
t h e  RDE's micro-computers and then  t r a n s f e r r e d  t o  OHEP's main computer f o r  
s torage .  Under s p e c i a l  agreements wi tn  Lhe government, t h e  RDE can b i l l  for 
items unrela ted  t o  wa te r  and e l e c t r i c i t y ,  such as t h e  e i s i t i n g  t e l e v i s i o n  t a x  
and could c o l l e c t  s p e c i f i c  bet terment t a x e s  f o r  the  Municipali ty.  

The RDE a l s o  has  i t s  own i n t e r n a l  t r a i n i n g  program which focuses on 
t h e  use of micro-computers i n  management techniques,  the development of da ta  
banks and word pncaeessing. Selec ted  members s f  RDE's s t a f f  
p e r i o d i c a l l y p a r t i c i p a t e  i n  t r a i n g  s e s s i o n s  conducted by t h e  s p e c i a l  school f o r  
u t i l i t y  companies i n  Casablanca. 

The RI)E c o u l s  a l s o  be delegated maintenance and management 
responsPbi l i ty  of t h e  sewerage system and t rea tment  p l a n t ,  and has  ind ica ted  
i n t e r e s t  i n  t a k i n g  i t  on. Management and maintanance of t h e  p lan t  would be 
paid f o r  by b i l l i n g  c l e a r l y  ind ica ted  on the  water  b i l l  a s  being f o r  sewerage 
treatment.  

THE PROJECT STEERING COMMITTEE 

As i n  o t h e r  major upgrading p r o j e c t s  i n  Morocco, a p ro jec t  S tee r ing  
Committee w i l l  be e s t a b l i s h e d  composed of t h e  fo l lowing members: 

- the  Governor of t h e  Tetouan Province 
- the  Khal i fa  i n  charge of t h e  Tetouan Municipalf ty - t h e  Pres iden t  of t h e  Municipal Council - t h e  D i r e c t o r  of ANHI 
- t h e  Di rec to r  of t h e  FEC 
- t h e  P r o j e c t  D i r e c t o r  

Delegates from o t h e r  GOM agencies and r e p r e s e n t a t i v e s  from t h e  
neighborhood w i l l  a l s o  be i n v i t e d  t o  p a r t i c i p a t e  i n  meetings cf t h e  s t e e r i n g  
committee when necessary .  

The Chairman of t h e  S tee r ing  Committee w i l l  be t h e  Governor of the 
Province of Tetouan. The Corni t tee  w i l l  meet a t  l e a s t  t w i c e  a year  and a t  t h e  
d i s c r e t i o n  of t h e  chairman throughout t h e  course  of  t h e  p ro jec t .  

An a d m i n i s t r a t i v e  Comiss ion w i l l  a l s o  be e s t a b l i s h e d ,  headed by t h e  
Governor and a s s i s t e d  by t h e  Pres ident  of t h e  Municipali ty.  The purpose of 
t h i s  commission i s  t o  review and make r u l i n g s  on d i spu ted  i s s u e s  whichmay 
a r i s e  during t h e  execu t ion  of t h e  p ro jec t .  Disputed c la ims w i l l  be f u l l y  
inves t iga ted  and documented p r i o r  t o  review by t h i s  committee by a well  
q u a l i f i e d  lawyer h i r e d  e s p e c i a l l y  t o  a s s i s t  t h e  p r o j e c t .  The r e s o l u t i o n  of 
any l e g a l  o r  d i s p u t e d  i s s u e s  before they a r e  taken t o  c o u r t  w i l l  have a 
b e n e f i c i a l  e f f e c t  on  t h e  hp lementa t ion  of t h e  p r o j e c t  i n  helping t o  prevent 
unecessary delays .  



ANNEX L 

TECHNICAL ASSISTANCE ANALYSIS 

This p r o j e c t  i s  t h e  f i r s t  example of a  comprehensive approach i n  which 
t h e  problem of c l a n d e s t i n e  housing i s  addressed a t  t h e  municipal  l e v e l .  
Because of t h e  l a r g e  s i z e  and scope of t h e  proposed p r o j e c t ,  as w e l l  a s  i t s  
importance i n  address ing  ques t ions  concerned wi th  t h e  development of 
c l a n d e s t i n e  housing, c o s t  recovery,  and municipal  management and f inance ,  
d i r e c t  t e c h n i c a l  a s s i s t a n c e  t o  t h e  p r o j e c t  w i l l  Be required.  The r a t i o n a l e  
for t h i s  type of t e c h n i c a l  a s s i s t a n c e  i s  twofold. F i r s t  of a l l ,  g iven t h e  
s i z e  of t h e  p r o j e c t  and t h e  r e s p o n s i b i l i t i e s  involved,  t h e  p r o j e c t  w i l l  need 
a d d i t o n a l  and s u s t a i n e d  a s s i s t a n c e  t o  succeed. Both USAID and t h e  Moroccan 
Governement have s t r o n g  i n t e r e s t s  t h a t  i t  does so. Secondly, t h e  p o t e n t i a l  
impact of the  p r o j e c t  w i l l  be based on i ts  r e s u l t s .  Pc l i cy  development i n  
Morocco (and elsewhere)  i n  t h e  a r e a  of housing, f inance  and admin i s t ra t ion  i s  
most o f t e n  based on what works. 

Three types  of t t x h n i c a l  a s s i s t a n c e  w i l l  be funded through a  USAID 
gran t .  These inc lude  lon& term r e s i d e n t  a s s i s t a n c e ,  short-term workshops and 
t r a i n i n g  sess ions ,  and s p e c i f i c  t r a i n i n g  oppor tun i t i e s .  

LONG-TERM TECHNICAL ASSISTANCE 

Long-term t e c h n i c a l  a s s i s t a n c e  w i l l  be provided as d i r e c t  suppor t  
t o  t h e  p r o j e c t  and w i l l  be assigned t o  t h e  ANHI. This  approach i s  based on 
t h e  i d e a  t h a t  t h e  successful implementaton of t h e  p r o j e c t  w i l l  encourage t h e  
use of the techniques developed on o t h e r  s i m i l a r  p ro jec t s .  . 



The one r e s u l t  w i l l .  be a wide impact on pol icy  i s s u e s .  Better p o l i c i e s  w i l l  
thersdore  not  only be based on theory  b u t  on a c t u a l  proven r e s u l t s .  The 
Tetouaa p r o j e c t  provides  t h i s  oppor tuni ty .  

The i n t e ragency  compositic9n of t he  pro2ect  u n i t  a l s o  means t h a t  
any t e c h n i c a l  a s s i s t a n c e  supp l i ed  t o  i t  w f l l  have a wider base  of  impact which 
c u t s  a c r o s s  s e v e r a l  agencies ,  

a. PROJECT MANAGPiENT SPECIALIST (30 PERSON MONTIISl 

The p a r t i c i p a t i o n  of t h i s  p r o f e s s i o n a l  i n  t h e  p r o j e c t  has  
a twofold goal:  t o  a s s i s t  t h e  P r o j e c t  D i r e c t o r  i n  making s u r e  t h a t  t h e  
p r o j e c t  i s  w e l l  managed and coord ina ted ,  and t o  s e e  t h a t  t h e  exper ience  gained 
and l e s sons  l ea rned  from t h e  p r o j e c t  a r e  w e l l  documented and f o w  a base  of 
experience and knowledge which w i l l  f a c i l i t a t e  t h e  implementation of s i m i l a r  
p r o j e c t s  i n  o t h e r  c i t i e s ,  I 

S p e c i f i c  a c t i v i t i e s  w i l l  include:  

- a s s i s t i n g  t h e  P r o j e c t  Di rec to r  o rgan iz ing  and 
coord ina t ing  p r o j e c t  start up and implementation, 

- e s t a b l i s h i n g  management procedures conipatible wi th  the  
e x i s t i n g  systems of t h e  d i f f e r e n t  agenc ies  involved i n  t h e  
p r o j e c t  and w i t h  HG requirements,  

- prepar ing  p r o j e c t  monitoring and c o o r d i n a t i o n  g u i d e l i n e s ,  

- mainta in ing t h e  r e p o r t i n g  and p r o j e c t  management t o o l s  
r equ i red  f o r  t h e  HG l o a n  inc lud ing  t h e  P r o j e c t  
Implementation Plan ,  cash-flow plznning and o t h e r  items 
i d e n t i f i e d  i n  t h e  Implementation Qreement ,  

- a s s i s t i n g  i n  t h e  p repara t ion  of budgets ,  disbursement 
r e q u e s t s  and suppor t ing  documentation t o  meet r equ i red  
dead l ines ,  

- i d e n t i f y i n g  o p p o r t u n i t i e s  f o r  and programming short-term 
a s s i s t a n c e  t o  t h e  p r o j e c t ,  workst;op/seminars and t r a i n i n g ,  

- producing r e p o r t s  f o r  t h e  Spec ia l  Evaluat ions ,  

b. COST RECOVERY SPECZALIST ( 2 4  PERSON MONTHS) 

This  p r o f e s s i o n a l  w i l l  p a r t i c i p a t e  i n  t h e  j o i n t  e f f o r t s  of 
t h e  ANHI and the  Munic ipal i ty  i n  r ega rds  t o  t h e  recovery of  p r o j e c t  c o s t s .  
A c t i v i t i e s  w i l l  focus  on two major a r e a s  of  concern: communication and .1 

con tac t  wi th  p r o j e c t  b e n e f i c i a r i e s ,  and munic ipal  p r a c t i c e s  and management i n  
recovering p r o j e c t  c o s t s .  



Concerning contacts with beneficiaries. the specialist 
will work with Horoccan counterparts to: 

- establish a rapid approach to identifying those families 
who potentiellj may have serious difficulties i n  meeting 
proposed cost recovery payments, prepare a l i ~ t  o f  these 
faaniPie8 Iwidows, handicapped, etc.) and help establish 
alternative cost recovery schedules for them, 

- assist those families needing or requesting advice on 
planning their household budget8 in light of eost recovery 
requirements, 

- deplop a public information and education system 
concerning project benefits and cost recovery obligations 
for the  upgrading area and the ZAC, 

- resolve issues related to the relocation of families 
displaced by upgr~ding activities, determine damages t o  be 
paid to them and the payments they will have to make for 
any new housing provided by the project, 

- establish criteria for determining monies to be 
recovered from upgrading beneficiaries based on plot size. 
location or other factors and taking into account the 
impacts of cross-subsidies, 

- establish recording and filing procedures for special 
payments or downpayments made to the Xuniciplity. 

Regarding work within the Xunicipality, the specialist 
will work with them to: 

- establish written agreements with beneficiaries 
concerning their cost recovery obligations, 

- develop procedures for assi~ning addresses to 
clandestine housing units and registering these families 
on the tax roles, 

- assist in the application of the initial betterment tax 
(TPE), with verificaton possibly through aerial 
photographic interpretation, 

- coordinate activities of different agencies Involved in 
cost recovery, 

- maintain up to date records of cost recovery performance 
and application of cross-subsidies, 

- identify possible computer applications in monitoring 
cost recovery, tax impositon and municipal expenditures 
and budgeting, set up relevant programs for short-term 
technical assistance and training, 



- review and identify weaknesses in tax collection, 
municipal finance, e t c .  which could benefit from further 
technical assistance, 

- help produce Special Evaluation reports related to cost 
recovery issues. 

UPGRADIN6 SPECIALIST ( 2 0  PEXSON MONTUS) 

This professional will work with the ANHI and the 
Hunicipality. Through close collaboration on project a c t i v i t i e s ,  assistance 
will also be provided directly to the Hunicipalfty. 

Tt.lk efforts of the Upgrading Specialist will include the 
following : 

- developing a workable approach and criteria related to 
inspecting existing clandestine housing units and issuing 
formal approval and/or advising residents how to bring 
their housing units up to safety and health standards, 

- providing technical assistance to neighborhood residents 
in completing or upgrading tertiairy infrastructure for 
pathways, stairs, stom water drainage and sewers, 

- collaborating with the Municipality and residents to 
develop several test or pilot areas which will treat 
typical and/or most difficult physical conditions for the 
installation of terti~ry infrastructure and serve as 
examples to residenr , 

- develop procedures and organization for maintenance of 
tertiary infrastructure, 

- provide assistanee to residents in housing construction 
and improvement, 

- review and analyze buildfug and site development 
regulations in light of project experience and make 
recommendations on their more realisttc application to low 
income housing 

An important aspect of the proposed technical assistance is its 
ability to focus on important issues as they become evident during the 
implementation of the project. This will be accomplished partially through 
the Special Evaluations and partially througl a series of short term technical 
assistance and training workshops to be defined and carried out within the 
framework of the project. Areas of consideration can include for example: 
house registration and tax collection methods, municipal management and 
budgeting, traintrig and use of microcomputers, organization of municipal 
services, infrastructure maintenance, sewage treatment, ete, 



The workshop/aeminar sessions will be organized in the 
following manner. Approximately three weeks in-country trill be devoted to 
each workshop. Activities will f o c w  on a seminar/trsining session to review 
current theory and experiesco mlated to the i s s u ~  under consideration, 
confrontation of these theories with tho Horsccan uituation, their adaptation, 
and the devel~pment sf joint recornendations on the saost suitable approaches 
to bo applied and test~d. A follow-up serainar/workshog can also be conducted 
several months later to evaluate the effectiveness of the recommendations and 
make additional changes or refinements. The inar/worbohops would be open 
to participation of Horoccan professionals a~ ent officials from the 
National and other local levels. They would fedze the activities and 
resulks of the  project and encourage reflestba on important issues and 
potential policy developments. 

SPECIALIZED TWINING 

The third element of the technical assistance phcfa, *e  concerns 
the specialized training of project participants and particularly municipal 
staff. Although specific training activities and nesds can only be identified 
and developed in collaboration with the Nunicipality during the course of the 
pr~ject, a preiiminary list of potential areas to be addressed through 
training would include waste water managment, computerized financial 
management for local gcvernments, and application of tax solfecti~n methods 
and controls. 

The training activities envisaged here will primarily include 
hands-on experience of a very practical nature which will occur over a 
training period of three to four months. Because this training will be 
application oriented, its full value will Se realized only i f  the Kunicipality 
has agreed to install the policy and management changes which are required to 
form the base for its effective application. 


