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1. Pursuant to section 106 of the Foreign Assistance Act of 
1961, as amended, I hereby authorize the Microenterprise Finance 
Activity for Morocco ( "the Cooperating countryU) with planned 
obligations not to exceed Fifteen Million, Five Hundred Thousand 
United states Dollars ($lS,SOO,OOO) in grant funds over a seven 
year period from the date of authorization, subject to the 
availability of funds in accordance with the USAID Operating 
Yearly Budget (OYB) process, to help in financing the foreign, 
exchange and local currency costs of the Project. The planned 
life of the Project is eight years from the date of initial 
obligation. 

2. The Activity (also called the project) is designed to expand 
the Moroccan base of stakeholders in the economy, targeting 
people of below median income. Through the Microenterprise 
Finance Activity, microenterprises will be strengthened through 
large scale access to formal, institutional, and self-sustainable 
microfinance. 

3. The Project Agreement, which may be negotiated and executed 
by the Officer to whom such authority is delegated in accordance 
with USAID regulations and delegations of authority, shall be 
subject to the terms and conditions as required in the Standard 
Provisions and in compliance wi thin all relevant Source and 
Origin of Commodities and services regulations. 

Source and origin of Commodities, Nationality of Services 

Commodities financed by USAID under the project shall have their 
source and origin in the Cooperating Country or in the united 
States, except as USAID may otherwise agree in writing. Except 
for ocean shipping, the suppliers of commodi ties or services 
shall have the cooperating Country or the united states as their 
places of nationality, except as USAID may otherwise agree in 
writing. Ocean shipping financed by USAID under the project 
shall, except as USAID may otherwise agree in writing, be 
financed only on flag vessels of the Unites states. 
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I. EXECUTIVE SUMMARY 

The Microenterprise Finance Activity (MFA) is an eight-year, $20.667 
million effort ($15.5 million in USAID funding and $5.167 million in 
Moroccan counterpart funding) to develop a self-sustaining 
institution which will provide financial services to 
microentrepreneurs in Morocco. As an integral part of the 
OSAID/Morocco strategic objective to broaden the number of 
stakeholders in the economy, this Activity is the Mission 
centerpiece for increasing access to financial services by poorer 
segments of the population. 

GEMINI and local studies have concluded that Moroccan 
microentrepreneurs have serious cash flow difficulties which hinder 
their growth, decapitalize family savings, and increase household 
management problems. These microentrepreneurs have no access to 
formal financial services (neither credit nor savings), depending 
entirely upon family savings and other traditional credit 
mechanisms. Availability of institutionalized financial services is 
therefore likely to have considerable impact on their ability to 
manage household and microenterprise cash flow more efficiently. 

In the Moroccan context, providing these services is a very risky 
endeavor. Very little is known about the behavior of . 
microenterprises. Interest rates are capped, and attitudes of both 
civil servants and politicians are strongly oppos~d to high rates 
even when necessary to recover costs. Recovery of bad debt is an 
arduous, time-consuming, and often arbitrary process. Dealing with 
this risk will be an important part of the implementation process. 

The Activity consists of three elements: the first creates the 
institutional framework to deliver large scale credit services; the 
second introduces savings; and the third deepens our understanding 
of microenterprise finance in Morocco and indicates how its 
performance can be improved. The institution will be a self
sustaining, formal financial establishment which offers short-term, 
working capital, and, if possible, savings services on a large scale 
to men and women microentrepreneurs. The products will be tailored 
to reduce institutional risk, but will still be quick and easy to 
use. 

In order to reduce some of the inherent lending and institutional 
development risks, microentrepreneurs eligible for Activity services 
will have to be well known in their communities. They will have 
been involved in a non-agricultural economic activity for at least a 
year, will have a fixed address, and employ no more than five 
persons. They will not have had previous access to bank services. 
The Activity will set a target of 30% women beneficiaries. 

Because of incomplete knowledge about the microenterprise sector, 
OSAID and the Moroccan counterpart ministry, the Ministry of 
Commerce, Industry and Artisanry, have opted for an innovative 
contracting process and a phased implementation that will facilitate 
course correction during the development of the institution and 
again help limit the lending and institutional development risks. 

OSAID will initiate a two-stage competitive selection process which 
will identify qualified firms experienced in delivering microfinance 
to prepare proposals, with a small ~ortion of the development costs 
co-financed by funding from the Activity. These proposals will 
include a demand study (for site, services, and cost), an 
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institutional framework (how to provide the services), and a 
financial plan that reaches self-sustainability before the end of 
the Activity. 

The phased implementation will begin with an institutional 
, development activity. During the first 18 months, working with 
Moroccan institutions, the American contractor will develop baseline 
data, establish management systems, train the staff, network with 
local authorities, and test a pilot microfinance activity through a 
Microenterprise Finance Unit (MFU), a legal entity permitted to do 
business in Morocco. Information and awareness activities financed 
by the Activity will help sensitize the public and reduce any 
prejudice against full cost recovery. '. ' 

The second phase will last about four years and will include the 
provision of financial services so that operational costs are 
covered and that ultimately 10,000 borrowers are served at any given 
time. MFA will also encourage proposals for savings mobilization 
geared to small savers. A replication of this institution at a 
second site is also a desired outcome during this period. A 
collateral fund will serve as a guarantee against late payment, 
avail~le to financial institutions providing capital. Also during 
this period, studies will help focus on savings, credit ratings, 
debt recovery policies, and the institutional framework to reduce, , 
costs and increase the efficiency of financial services for 
microentrepreneurs. . . 

. 
In a third phase of two years duration, the U.S. contractor will 
withdraw long-term technical assistance personnel, leaving the 
Moroccan institution to operate with only occasional technical 
assistance on specific problems. This phase will complete the 
development of the institutions in one or two sites, with full 
attention given to cost recovery (including capital cost). This 
phase will be marked by increased leveraging of collateral fund 
assets with the banks, emphasis on savings and identification of 
private sector partners that are interested in investing in the 
institutions. 

The Activity will require the following resources to achieve its 
objective (in $,OOOs): 

Institutional Contract 
Technical Assistance 
Subcontracts 
Microcredit Collateral Fund 

USAID Support 
Evaluations 
Contingency 
USAID Total 

Host Country Contributions 

Project Total 

$13,256 
$5,745 

3,011 
4,500 

362 
619 

1.263 
15,500 

5.167 

$20,667 

At the end of the Activity, there should be up to two fully self
sufficient institutions capable of providing financial services 
(including savings, if possible) to microentrepreneurs. They will 
cover operating and capital costs, will each reach 5,000 clients 
each at anyone time, will have a reimbursement rate of 95% or 
higher, and will have women as 30% of their client base. 
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II. Statement of Opportunity: 

Morocco's dualistic development has generated the phenomenon of low 
growth, low employment and low incomes for the poorer segments of 
the population behind its modern European-style facade. 
Particularly worrisome is the vulnerability of poor and marginally 

·poor households to unforeseen sudden deterioration in living 
conditions. 

In 1990-91, according to the World Bank, 7.6% of the urban 
population (or over 900,000 people) were described as being poor or 
very poor, earning below 2,725 dirhams per year. The nu~ers of 
urban poor and the income figures change rapidly in bad rainfall 
years or when some external economic shock hits the country. ·In 
terms of income level, just above the "poor" and "very poor" 
categories is a large segment of the population that sits 
precariously close to one or the other of these categories, moving 
into and out of poverty depending on the condition of the overall 
economy. 

These urban poor households contain more members than the average 
household. Economically inactive members are more common, as such 
households are more susceptible to underemployment or unemployment. 
In fact, unemployment exceeds 30% of the active population among th~ 
urban poor. In addition, there is a good chance that they live in 
substandard housing and have no access to formal financial services; 

· the literacy rate is lower; and the number of household members 
having completed primary school is lower. Typically, the poor who 
have jobs are independent workers, or low level wage earners. They 
tend to be associated with the informal sector and mix business and 
household revenues freely. The diversified, commingled revenue 
sources serve as a hedge against the intermittent nature of their 
income. In this context, household risk management becomes 
extremely important. 

Against this backdrop, microenterprises characteristically provide 
the major source of employment for the poor, as well as lower priced 
goods and services consumed by them. Microenterprises are a 
critical, and'growing factor in both the revenue and consumption 
side of urban households. The importance of this sector of the 
economy to urban households must not be underestimated. As the 1992 
GEMINI study Morocco: Assessment of Programming Options for 
Microenterprise Development states, "Morocco has a long history of 
small artisanry and trade activity. The past 20 years have witnessed 
considerable growth of this sector in all parts of the country. The 
Department of Statistics ... estimates that there are over 245,000 
non-structured sector (NSS) enterprises employing less than 10 
persons in Morocco. They produce some DH 31 billion of goods and 
services per year, and DH 21 billion of value added. They employ 
more than 480,000 persons ... These are impressive numbers, but the 
actual figures probably are much higher, as the government's study 
did not count businesses without separate, fixed premises. This 
omits travelling vendors and, more important, women entrepreneurs 
working out of their homes." This vital component of the Moroccan 
economy can be expected to grow more rationally, generating more 
jobs and income, with steady access to financial services. USAID's 
experience worldwide supports conclusions reached in the early 
design of the Morocco project that a reliable, repeat source of 
reasonably priced credit, principally short-term working capital, is 
the most critical requirement for microenterprise growth. 
Experience elsewhere and the research undertaken during the 

"3 MFA 



~ ...... 
. -.. . ~ 
... : 

.~ 
. -. 

collaborative design process here show that there is tremendous 
opportunity for USAID funding to make a significant impact in this 
subsector in Morocco. 

The IMCC report entitled Maximizing the outreach of Microenterprise 
Finance: The Emerging Lessons of Successful Programs notes that 
microentrepreneurs make complex, ongoing series of financial 
decisions and must be sophisticated managers of their savings and 
cash flow. They are consequently experienced financial decision
makers, moving income between business and household, making savings 
decisions (how much, how long, what form), balancing consumption and 
longer term goals, hedging against risk, and positioning,for 
business opportunities, etc. . 

Because of their lack of access to the formal financial system, such 
microentrepreneurs currently invest household savings in jewelry or 
other household assets or use family ties in order to hedge 
themselves against periods of inadequate income and the inevitable 
external shocks, such as drought, illness, recession, etc., as well 
as large anticipated expenditures, such as school fees, taxes, 
weddings, enterprise expansion. However, this means frequent 
liquidation of family savings to cover consumption spikes. 

If such enterprises had access to a steady source of financial 
services as part of their risk management strategies, they would 
have more options to smooth out consumption spikes, to handle 
external shocks with less suffering, and to have a level of risk 
protection freeing them to make higher return investments. Targeted 
financial services give informal enterprises an important tool for 
improving their efficiency, productivity, and welfare while reducing 
risk. This allows for impact not only in the area of income, 
business growth and job creation, but also in literacy, family 
planning, health, and shelter.. 

An investment in a microenterprise activity is a good one for many 
reasons; it can generate immediate income, help in liquidity and 
household risk management, provide a reserve for contingencies, 
stimulate other investments, and lead to long-term improvements in 
health, housing and education. 

III. Activity Goal and Purpose 

The goal of the activity is to expand the base of stakeholders in 
the economy, targeting people of below-median income. The purpose 
of this project is to: facilitate microenterprise growth through 
large-scale access to formal, institutionalized and self-sustainable 
microfinance. . 

As noted above, USAID and other donor worldwide experience shows 
that a critical factor in microenterprise growth is a reliable 
source of credit, principally used for short-term working capital. 
Because of increasing evidence that savings mobilization from 
microenterprises and other non-traditional sources can have an 
important impact on growth, and in leveraging of assets for lending, 
the Microenterprise Finance Activity (MFA) will focus on financial 
services rather than just on credit. The impact of the activity 
will be measured in terms of increased family income and jobs in 
microenterprises benefitting directly from access to microfinance. 
Because of the intermingling of household and microenterprise funds 
noted in the introduction, other broader outcomes, such as improved 
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housing, increased literacy, and better health, may also be 
examined. MFA benefits will result in an expanded and strengthened 
gr~up of stakeholders in the larger economy. 

This activity will develop a financial services institution that is: 
1) independent and legally established; 
2) replicable and linked to formal financial institutions; and 
3) financially self-sufficient. 

This institution will deliver a product that is: 
1} targeted to the poorer segments of the population; 
2) quick and easy to use for both women and men in ~xisting 
microenterprises; , 
3) available for working capital of existing microenterprises; 
and 
4) used by a significant percentage of the poor in a given 
area. 

USAID will select a contractor that will provide an innovative and 
cost- effective approach to developing this institution and its 
services in a ~lexible, phased, frequently evaluated implementation 
process that will put a premium on collaboration with all 
participants in the activity, as described below. Cooperation, 
evaluation, and policy/regulatory change will be important factor~ , 
in minimizing the risk of the MFA. 

xv. Strategy 

A. Relationship to Strategic Objective 

OVer the past eight years, USAID/Morocco's program has significantly 
influenced the positive dynamism of the newly emerging, liberalizing 
Moroccan economy. The impact has come from both the policy side, 
where the Mission's dialogue with the private sector and the 
Government of Morocco (GOM) has resulted in a more open approach to 
and encouragement of business development and sustainability, and 
from the operational side where OSAID-funded activities have 
stimulated job creation and strengthened companies. The Mission 
believes that a critical step in the economic growth of the country 
is to target the poor segments of the population -- people who may 
have been overlooked until now. 

The economic growth Strategic Objective (SO) #3 is, "expanded base 
of stakeholders in the economy, targeting people of below-median 
income". The MFA fits squarely in the SO and will contribute 
significantly towards two of the Program Outcomes (PO) under this 
so. They are: (3.1) "improved policies, regulation and institutions 
for creation and expansion of enterprises", and, (3.2) II broadened 
access to and use of financial resources and services, especially 
among micro and small enterprises." 

The MFA will seize the opportunity to create and assure the 
sustainability of microenterprise lending and savings services. It 
will target below-median wage earners only; hence providing specific 
services to heretofore neglected and potentially dynamic 
participants in the economy and thereby expanding the base of 
stakeholders. 

: Concurrent with this, MFA will collaborate in the policy and 
'" regulatory arena with public and private sector counterparts 
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facil'itating expansion of microenterprises and access to financial 
services by an even' larger number of microentrepreneurs than can be 
served by this activity. The leverage of USAID/Morocco with other 
donors and the GOM in this area cannot be underestimated, judging by 
previous experience: the Mission was the first donor to provide 
advisory and training services and to advance regulatory reform for 

'small- and medium-sized enterprises. The World Bank and the 
European Union (EU), after observing the success of this effort, 
have embarked on similar initiatives. The World Bank is closely 
examining USAID's pioneering work in financial sector reform and 
privatization. In addition, the EU, United Nations Development 
Programme (UNDP) and France have expressed keen interest,i~ the MFA 
design. Other similar examples lead us to believe that donors and 
the GOM will be watching this effort for lessons learned as well. 

Finally, the fundamental thrust of the MFA is to broaden access to 
and use of financial resources and services among the poor, which 
specifically supports the realization of PO 3.2. 

B. Participatory Design Process 

Since 1990 USAID/Morocco has studied the micro and informal sector 
in the country (see Annex 8: Bibliography), discussed options with 
both GOM and private organizations having interest in the potential, 
of microenterprise advocacy and work, and gotten feedback from the 
people engaged in microenterprise. Through the studies and 
collaborative process sponsored by the Mission, USAID has confirmed 
the interest shown in this activity by certain Ministries, local 
governments, financial institutions, and non-governmental 
organizations (NGOs), and has verified the demand of the potential 
beneficiaries for a microfinance activity in several potential 
project sites. 

The process began in 1990 with a GEMINI (USAXD/Washington 
microenterprise support project) review of existing studies of the 
informal sector in Morocco and accelerated in 1992 with a USAID
sponsored GEMINI Workshop to assess programming options for 
microenterprise development in Morocco. During this tWO-day 
workshop, GOM, Moroccan and foreign NGOs, other donors, financial 
institutions, Peace Corps and USAID examined current research and 
reflected on the sector and possible options for assistance. USAID 
followed this up several months later with field studies of 
microentrepreneurs in three potential project sites. This extensive 
dialogue with the proposed beneficiaries permitted USAID to 
understand the risks and opportunities of a microfinance activity 
much better. Finally, in January 1995, experts from GEMINI returned 
to update the earlier study and provide some basic economic and 
financial analyses. USAID at the same time reconfirmed GOM, local 
government, bank, and NGO interest in a proposed microfinance 
activity. 

Outside of direct microenterprise studies, USAID believes that its 
other activities in economic growth hav~ helped to "test the water" 
and prepare the way for the conscious targeting of the poor. For 
example: 

• the New Enterprise Development Project has given the 
Mission a clear understanding of how small businesses are 
run and the constraints and opportunities in that closely 
related sub-sector (many of the constraints are, in fact, 
the same); 
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• key players - such as the banks and GOM Ministries 
(Ministry of Commerce, In4ustry, and Artisanry [MClA] and 
Ministry of Finance and Foreign Investment [MFFI] 
especially) - have a better idea of how OSAID approaches 
private sector promotion in general and credit programs 
in particular, and understand what the Mission's 
strategic objective is; and, 

• the Mission understands the regulatory environment and 
processes which need to be simplified and reformed. 

One of the most important things that OSAID has observed in its 
research is that, while training and technical assistanc~ ;n 
microenterprise skills (such as blacksmithing, mechanics,' welding, 
etc.) is supported by other donors, Moroccan institutional support 
to microenterprises for sustainable financial services is extremely 
limited. The only entity implementing such activities is Catholic 
Relief Service (CRS). Via its collaboration with the Moroccan NGO 
AMSED, CRS is implementing a successful, albeit very small program 
of microfinance. The EO, France and UNDP have 'expressed some 
interest in general, but are waiting to see what OSAlD will do. 

In addition to working with the GOM and other donors, the Mission 
has also had in-depth discussions with NGOs', as well as associations 
of microentrepreneurs and individual entrepreneurs, the people whq , 
will benefit from this intervention. Two examples of NGOs 
interested in microfinance are the Association Fes-SAlS, a regional 
development association with association d'utilit~ publique status 
in Fez and the Fondation Zakoura in Casablanca, a foundation being 
formed by a Moroccan philanthropist. 

The CRS Program deserves great credit for introducing the concept of 
microenterprise lending, despite the very high degree of initial 
skepticism expressed by Moroccan NGOs concerning the population 
targeted, project sustainability, high cost of lending, repayment 
rates, and village management. Onder this activity, 
microentrepreneurs move through six stages of credit from four-month 
loans in the 500 DH'range to loans of up to 4,000 DH, repaying the 
loans on terms that cover costs. At the same time, the client must 
also save at least 10% of the borrowed amount. To date the urban 
program has been very successful, totaling $85,000 in loans with 99% 
repayment and 64% participation by women. It is now serving over 
430 clients in a fairly small urban area. The rural program has 
100% repayment' and 100% women participants. The groundbreaking work 
conducted by CRS and its NGO partner has shown that there is a 
client base for these kinds of small loans, that this type of loan 
allows clients to make productive investments, that ,clients are 
willing to pay the real cost of borrowing money, and that clients 
will repay such loans without having to pledge collateral. MFA will 
have to prove these same concepts to skeptical new partners in the 
GOM and the formal financial community, but on a much greater scale. 

It is important to recognize that, because the MFA will be the first 
large- scale, targeted, microfinance activity in Morocco, it also 
entails real risks. There is little practical field experience; the 
target population is new to OSAID/Morocco and relatively unknown; 
the policy, regulatory, and institutional frameworks do not favor 
microenterprise. Although mitigated by the extensive groundwork 
done by the Mission in other economic growth projects, and by 
studies, ·discussions, and analyses performed on the potential of 
-microenterprise, the risks are nonetheless significant - and the 
potential impact and broad payoff large. ·OSAID proposes an 
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innovative implementation method that will reduce the risks to 
acceptable levels~ This will involve a collaborative, transparent 
working environment, frequent dialogue on the regulatory and 
institutional framework, and the development of the needed services 
in three phases allowing regular evaluation and adjustment. 

c. Broad Institutional Setting 

Financial Sector 
The Moroccan financial sector, while patterned on the French model, 
is in many ways unique. Interest 'rates are capped administratively, 
and not much allowance is made for varying categories of product 
cost and risk. A high percentage of bank funds is tied up in 
capital reserve requirements and obligatory investment in GOM notes. 
The formal financial system is not very diverse; the stock market 
and the system of commercial bonds marketing are not highly 
developed and are not very active. These phenomena effectively 
crowd out all but the largest, most solid firms, resulting in very 
little credit available for medium- and small-sized firms, even when 
fully guaranteed. It is even more difficult for microenterprises 
which have smaller credit needs, more costly follow-up, and little 
in the way of -collateral or guarantees. 

The maximum current short-term interest rate at commercial banks is 
fixed at 11.5%, with a 3% spread allowed between preferred clients -
and the upper limit. CRS experience' and USAID-GEMINI studies 
indicate that this cannot cover in a sustainable manner the costs of 
providing credit to microenterprises. Working with the World Bank, 
the GOM has a Financial Sector Reform Program which may liberalize 
interest rate ceilings by the end of 1995, so the context is 
changing rapidly. There are nonetheless institutional problems. 
Savings accounts, for instance, often have minimum deposits in the 
range of 5,000 DH, ~imited account access, and low rates of interest 
(real rates at 1-2%). The current organization of the M'oroccan 
financial sector provides no incentive for accessible services to 
smaller consumers, whether small business, microenterprise or 
individuals. 

Moreover, Morocco has a dual financial sector: a modern one based on 
a Franco-Moroccan model and another, non-Western model based on 
Islamic and Arab/Berber traditions. While there is a broad 
overlapping of the economic systems, financial institutions have 
developed corp'orate cultures that make access to services difficult, 
especially for the traditional group. Products are not designed for 
small or microenterprises, and such clients often feel ill at ease 
entering such an institution. 

In short, the combination of limited financial instruments, GOM 
capital reserve requirements, bank obsession with guarantees, 
administratively determined interest rates, and the very rigid 
institutional context for associations and financial institutions 
creates a situation where significant microenterprise demand is not 
serviced. 

Microenterprise overview 
As noted, the microenterprise sector is extremely important to the 
Moroccan economy on a macro level. Although probably 
underestimated, the 1988 survey produced by the Statistics 
Directorate indicated that the sector accounted for 245,000 
enterprises, produced 31 billion DH of goods and services annually 
(21 million DH of value added), and employed 480,000 persons. It is 
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a dynamic sector, able to adapt to changing conditions. Casablanca 
contains the greatest concentration of microenterprises, followed by 
Fez and then Rabat. (See "Actors" section for a definition of 
microenterprises that will be eligible for assistance under MFA, and 
see Annex C for a detailed description of the sector.) 

Microenterprise constraints 
Many constraints face the microenterprise sector. As noted in the 
1992 Gemini report attached as Annex C, the most important is 
finance. The report states, "Microentrepreneurs lack sources of 
financing for start-up capital, working capital, and fixed asset 
purchases, but working capital appears to be the most pervasive 
financial constraint." The MFA would demonstrate an approach to 
redress this problem. Two of the principal nonfinancial obs.tacles 
are shortages of management and marketing skills. The lack of 
managerial and bookkeeping skills is widely documented. Most 
microentrepreneurs do their accounting in their heads, mix household 
and business funds, and are unable to monitor variable and hidden 
costs. The flat rate tax (forfait) system recognizes that 
microenterprises rarely keep books. This type of taxation can 
penalize microentrepreneurs because it does not recognize cash flow 
variations, so that the individual will sometimes have to pay the 
flat tax based on last year's profits when current profits are down. 

The GEMINI study felt the policy environment for microenterprises'is 
"generally favorable," as registering a business, for example, is 
relatively easy. However, the study was clearly not referring to 
the broader financial sector policies and their relation to smaller 
clients, as noted above. The study further noted that the 
regulatory and tax frameworks can limit profitability of 
microenterprises. The forfait tax is one example, as the outside 
assessment of business activity in the absence of an accounting 
system invites rent-seeking behavior. Moreover, the problems of 
microenterprises are frequently similar to those of small 
businesses, which were examined and reported in the 1989 Ernst and 
Young report entitled Morocco: Constraints and Opportunities in the 
SME Sector. 

Some constraints are specific to women entrepreneurs, such as 
traditional attitudes toward women, legal limitations in creating a 
business without a husband's permission, and widespread illiteracy 
and limited e~ucational opportunities for women. 

No organizations serve as effective advocacy groups for this sector. 
The traditional Moroccan artisanal sector used to be highly 
organized through a guild and apprenticeship system. While 
apprenticeship has survived, the guilds have disappeared. Small 
service cooperatives and associations have recently been organized 
with differipg degrees of effectiveness. The Chambres de Commerce 
et de l'Artisanat tend to represent larger businesses, but have the 
potential to support microenterprises. 

Concerned institutions 
As noted on page 23 of the 1992 GEMINI report, the key constraint 
for microenterprise growth in Morocco is the shortage of short-term 
credit for working capital purposes. In fact, most microenterprises 
are owner or family financed. The Banque du Credit Populaire (BCP) 
has helped in the formation of Societes de Cautionnement Mutuelle 
(SCMs) which help members guarantee loans. However, only two 
institutions, the BCP and the Caisse Nationale du Credit Agricole 
(CNCA), lend to microenterprises. Both use subsidized interest 
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rates. These two banks and the Caisse d'Epargne Nationale (CEN) 
have also initiated savings programs for the microentrepreneur (17 
billion DH mobilized in 1990-91). Onfortunately, there is no 
financially sustainable system for delivery of financial services to 
microenterprises on a large scale. 

There are very few international NGOs operating in Morocco. Two of 
these, Catholic Relief Services (CRS) and AMIDEAST, are registered 
O.S. PVOs, and CRS is phasing out Moroccan operations. Modern 
Moroccan NGOs are few and inexperienced. Most such organizations 
fill a social and cultural role, and only recently have some become 
involved in economic development. The legal framework for Moroccan 
NGOs is very unfavorable; in most cases they are legally 'limited in 
raising money themselves as well as in accepting grants from donors. 
The only ongoing activity in the country in sustainable microfinance 
is the CRS project, which is being implemented by the indigenous NGO 
AMSED under CRS supervision. 

The key GOM ministries for MFA are the MCIA and the MFFI. While 
being supportive of the concept of financial assistance to 
microentrepreneurs, the MCIA is not convinced that 
microentrepreneurs will pay interest rates high enough to cover all 
charges, especially given the existence of'subsidized credit 
programs mentioned above. MCIA is a strong technical ministry, w~t~ 
project management experience, a nationwide presence and a clear·' 
desire to integrate the informal sector more effectively into .its 
activities. It will be a powerful interlocutor in the overall 
reform process, as it serves as secretary to the Comite de Suivi du 
Secteur Prive. (See the Actors section for its proposed role in the 
MFA.) The MFFI is a powerful complementary ministry, with the key 
role in reform of the financial sector. It does not have experience 
managing donor-financed activities. 

Finally, the local government members at activity sites will be 
extremely important in providing appropriate support to the MFA. 
This will be needed.from appointed officials at the top level of the 
wali or the governor through the mohtassib and down to the caid and 
from elected officials at the level of the mayors and council 
members down to their appointed staff. As seen in the CRS project, 
local governments exercise considerable autonomy and their 
collaboration will be critical in establishing microfinance services 
in an urban area. If only for the importance of intervention in 
debt disputes, various elements of local government rank as some of 
the most important collaborators the activity will require. 

In interviews with USAID, many banks and finance companies have 
expressed interest in participating, despite the paperwork for high
volume, low-value loans which will characterize this activity. 
Since both the government and the banks have a lot to learn about 
this type of program in Morocco, MFA will feature frequent 
briefings, walk-throughs, training and attendance at workshops 
during Phase 1 of the project. 

V. Plan of Action 

A. Activity Focus 

The Microenterprise Finance Activity (MFA) is an eight-year, $20.667 
million project ($15.5 million from OSAID and $5.167 million in host 
country resources) which will provide large-scale access to 
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<financial services for poorer Moroccans. It will develop a 
replicable system for self-sustaining savings and lending services 
to the urban poor, starting off with the median loan size at $300 
(if confirmed by demand studies). The activity is designed to 
proceed in three phases eo allow opportunities to step back, 
evaluate and adjust, thus reducing the inherent risks. USAID will 
develop the activity pursuant to a Project Grant Agreement to be 
signed with the Moroccan Ministry of Commerce, Industry and 
Artisanry. This ministry is directly responsible for promoting 
private sector development among the MFA target population of men 
and women microentrepreneurs. While focusing on financial services, 
the activity will also have an important parallel compon~nt 
addressing the policy environment as it affects microenterp~ises and 
the informal sector. The project will not include training or 
technical assistance programs for the microenterprises themselves 
(except for credit and savings development), but focus its primary 
attention on building one or more microfinance institutions which 
are financially viable and reaching the intended numbers of 
beneficiaries. 

B. Activity, Description 

Based on considerable analysis already completed, including a 
November, 1992 GEMINI report, an August, 1993 consultant's report, 
and a February, 1995 GEMINI report (included as Annex B), as well as 
field visits to Egypt to study the successful (and in parts, 
transferrable) experience of USAID/Egypt in small- and 
microenterprise credit programs, the MFA will foster the creation of 
one or more microfinance institutions in Morocco. Estimates of 
potential demand for microcredit, as well as field investigations of 
potential urban areas to be served by the·project, suggest that 
greater Casablanca, Rabat-Sale, and Fez-Meknes represent the three 
most likely primary urban target areas for the project (see Annex 
B). Benefiting from the experience in Egypt, USAID encourages, but 
does not require, the contractor to foster more than one 
microfinance unit (MFU), so as to provide for any necessary regional 
differentiation in implementation, potentially healthy competition 
in performance and impact terms, and field testing institutional 
replicability. The institution(s) will be independent, private 
entity(ies), legally established to provide or facilitate credit and 
savings services to microentrepreneur clients, and linked to one or 
more formal financial institutions following models pioneered in 
Egypt and elsewhere and to be adapted to the unique circumstances of 
Morocco. With two MFUs, when capitalized via a loan collateral 
(guarantee) fund at a planned equivalent of up to $2.25 million 
dollars, will support a minimum of 5,000 microenterprises per MFU at 
any given time. By the end of the activity, the institution(s) will 
be financially viable, with revenues exceeding all costs including 
the cost of funds, operating costs, inflation, provision for loan 
losses, and an adequate reserve. 

c. Policy and Research Element 

The MFA contractor will have resources that support a broad program 
of research, analysis, seminars, and policy dialogue related to the 
informal sector. Linked closely to the development of the.MFU, this 
element will develop the information base for impact assessment, 
better targeted. services, reform agenda, and support organizations. 
It will be a tool to develop the overall knowledge base surrounding 
microenterprise, up to and including concrete proposals for policy, 
regulatory, and institutional modifications leading to more cost-
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effective, targete4 financial services for microentrepreneurs. More 
generally, policy' changes undertaken based on better knowledge of 
the sector can be expected to have very positive indirect effects on 
mieroenterprise growth, not to mention reducing the risk and 
uncertainty of undertaking microfinance activities. Four broad 
areas requiring continuing investigation include: 

• detailed microenterprise sub-sector analysis (e.g., 
garments/textiles, construction, transport, handicrafts, 
wood products, street vendors, small traders, etc.), 

• analysis of regulations that affect the operation of 
microenterprises (e. g ., business licenses, tax .. treatment, 
access to urban services, gender differences, etc.), 

• financial sector reforms which will have the effect of 
increasing the amount of credit available for small-scale 
and microenterprise (e.g., new institutional forms for 
microfinance services, access to savings instruments for 
microentrepreneurs, interest rate structures, measures 
which increase competition among banks for new client 
groups, debt recovery mechanisms and enforcement, 
supervision of financial institutions, other measures 
which enhance access by government and more established 
private sector companies to sources of finance other than 
bank credit), and, 

• information gaps (e.g., women's economic activities, 
informal finance systems, accounting methods of informal 
enterprises). 

D. Credit Element 

In providing a large number of small loans via a financially 
sustainable system, the MFU will not be able to cover its costs at 
the currently permitted rate of interest. (See Annex B tables and 
Annex G Financial Analysis.) Unless the law is changed, the MFU 
will need to charge the maximum legal rate (currently 11.5t) and 
supplement the rate with additional administrative charges covering 
its costs, currently a feasible option for the lender. As noted 
above, the Financial Sector Reform Program sponsored by the World 
Bank should lead to a liberalization of interest rate ceilings by 
the end of 1995, and, would lead to a more direct method of billing 
clients. Depending on the legal framework and the local political 
context, the MFU may choose an interest rate structure or separate 
fees for its individual services to microentrepreneurs (development 
of a credit history; assistance in cash flow management; provision 
'of cash flow analyses) or a combination of both. Since under 
Moroccan law only banks can accept savings and only banks and 
financial institutions can lend money, most implementation scenarios 
will include collaboration with established banks, probably via 
subcontract, and consequently revenues will have to be shared to 
cover costs of all implementing agents. Such costs would be built 
into either the interest rate or the administrative charges for 
services rendered. MFA will work to sensitize local officials and 
clients to the benefits of liberalized interest rate policies. 

The credit element will be developed by the institutional contractor 
in close collaboration with MFA actors during Phase 1 design, but 
USAID has identified some of the following issues that will need to 
be addressed in microcredit development. 

Eligible Participants: The target group of this activity will be 
··men and women (starting with at least lot women and rising to at 
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lease 3D% at MFA completion) who operate existing microenterprises 
in the selected zone. The contractor will need to develop the basic 
criteria for loan eligibility in terms of residence, reputation, and 
type of business. One issue for consideration is whether total 
asset size should be a criterion for eligibility (GEMINI recommends 
not to do so in Annex B). Another question is whether some service 
assisting the enterprises in complying with annual business license 
formalities (patente) needs to be built in. The contractor will 
need to determine if men and women should have the same criteria. 
It will have to develop the necessary outreach mechanisms to attract 
increasing numbers of women borrowers. It will also have to develop 
a system for the MFU to identify potential clients with b.ad credit 
history from,subsidized credit programs. 

Loan Size: Initially at each branch of each MFU, it is expected 
that 50% of loans will be $300 or less, but the contractor must 
determine a range of loan sizes and explain how the initial median 
size (as determined by its demand study) will evolve as the 
borrowers develop a good credit history. In Annex B, the GEMINI 
study recommended a range between $90 (approximately 720 DH) and 
$3,300 (about 26,400 DH). As part of the design process, the 
contractor will need to verify significant demand for various sizes 
of loans at full cost reimbursement within the MFU outreach area, as 
well as balance the'dynamic tension between increasing access and. , 
assuring initial small loans to new clients and improving service 
and providing larger loans to good borrowers. A $300 amount has 
been suggested to help reduce the risk of lending without collateral 
to borrowers with no credit history and to help target the poorest 
borrowers for assistance. The contractor's demand studies will not 
only determine the size, but also sensitize skeptical partners to 
microenterprise needs. 

Terms: What types of loan products make the most sense in the 
Moroccan the context, meeting client demand, while minimizing MFU 
risk? In Annex B, GEMINI study has recommended a maximum duration 
of one year, with a majority of the loans substantially shorter; few 
loan types in the beginning; repayment in monthly installments; 
grace periods only with great caution. MFA will require no formal 
guarantees. However, the contractor will need to experiment with 
various repayment mechanisms, incentives as well as penalties (e.g., 
solidarity groups, other character based techniques, public ' 
announcement of default, etc.) to reduce the risk of default. The 
method of post-dating checks, used in the Egyptian program, is not 
legal in Morocco. 

Purpose: In Annex B, the study recommended working capital loans 
and no restrictions on the use of the loan, primarily to keep 
lending periods short. The contractor will need to decide if 
providing longer-term loans for low cost plant and equipment 
investment is a viable option, and at what stage in the process. 

Cost: Charges to the borrowers will be based on a formula which 
takes into account GOM interest rate regulations and MFU 
administrative costs, bad debt provision, inflation, and 
constitution of a reserve. Fees will be adjusted as needed to 
achieve financial self-sufficiency and to prevent decapitalization 

,of the loan fund, while keeping costs to borrowers as low as 
possible. The contractor will have to develop this formula, 
considering how best and over what timeframe; to leverage bank 
financing, to improve MFU productivity in reaching the breakeven 
point, and to maintain the full value of the collateral fund. 
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B. Savings Bl~~nt 

Because of its importance to household and microenterprise cash flow 
management, as well as its potential role in leveraging bank funds 
to make the microcredit element sustainable, the MFA will encourage 
mobilization of savings from microentrepreneurs. This priority will 
be developed in the first phase with market studies, followed as 
quickly as possible by development of activities with participating 
banks. The postal savings system already has small value accounts, 
but since it cannot lend money, leveraging the mobilized savings is 
not feasible. BCP and CNCA have small saver services and 
possibilities for leveraged lending. The MFU will work t,o ,develop 
several savings products appropriate for microentrepreneurs and 
other small savers with participating banks. While details will 
vary according to the Phase 1 studies, the MFU may mobilize savings 
initially from borrowers, perhaps by requesting them to show 
evidence of a passbook account as part of the process for a second 
or subsequent loan with the MFA. Finance officers will actively 
encourage savings, soliciting non-borrowers to open accounts as 
well. The MFA role will be extremely important in persuading banks 
to offer appropriate savings products to microentrepreneurs and 
other small savers, providing continuing feedback to banks and 
savers, and leveraging the savings program to extend the MFU credit 
coverage (see Annex"B for details). . , 

P. Developing an Approach ~or Activity Implementation 

The 1995 GEMINI report entitled Morocco Microenterprise Finance 
Concept Paper (Annex B) contains a description of how the credit 
operations might function. It should be noted that officials from 
MFFI have informally advised USAID that the private microfinance 
company (PMC) proposed in the GEMINI model would need to be approved 
by the GOM as a financial institution and that this process might 
take more than a year and involve substantial capitalization. The 
credit activities are nonetheless possible (albeit with 
complications in introducing and leveraging savings) by working 
directly with an existing finance company (one local firm has 
already expressed interest) . 

50wever, USAID is opening the competition for large-scale delivery 
of financial services to the most promising, cost-effective approach 
possible. The following is a discussion of this and several other 
potential issues for resolution by the contractor. 

It is clear that the MFA Results Package is not a "blueprint design" 
in which USAID!Morocco provides the template for implementing the 
Activity. The reason is obvious: there are several possible ways 
of delivering the product -- microfinance. There are many 
contractors who are delivering microfinance through projects 
worldwide. USAID!Morocco plans to take advantage of the knowledge 
and experience of these contractors through a two-stage Request for 
Proposals (RFP) competitive process. Organizations submitting 
proposals may include consortia of PVOs and private consulting firms 
experienced in microfinance activities. 

The 'first stage of the RFP will help to determine the micro~inance 
experience, performance, and capabilities of the proposer. Based on 
a set of criteria which will help to determine the organization's 
responsibility and capability to perform~ selected proposers will be 
invited to participate in the second stage. 
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In the second stage, USAID/Morocco will share the cost with the 
proposers of developing innovative, yet pragmatic sustainable 
approaches to microfinance delivery in Morocco. Each approach will 
include analysis of demand for the product, feasibility of 
implementation, institutional relationships, and a cost proposal for 
Phase 1. All proposers selected for cost-sharing contracts will be 
formally invited by USAID to participate in a pre-approach 
conference in Rabat, where we will share Morocco-specific 
information with all invitees. The resulting approaches will 
include innovative ways to deal with Phase 1 issues, since USAID 
initially will award a contract only for Phase 1 implementation to 
the proposer with the best approach. 

USAID/Morocco recognizes that this two-stage RFP process is 
different from the source selection process defined in the Federal 
Acquisition Regulation (FAR), Part 15. However, we believe that 
such a process will improve contractor selection process for 
Activity. Therefore, the Director of USAID/Mqrocco will be 
requested to sign a deviation to the FAR, permitting this 
innovation. 

One part of the approach to be developed will include a market study 
to demonstrate to the GOM, banks, and USAID that sufficient demand 
exists for the approach proposed by the contractor in the area 
selected for microfinance services. Once the area and cost 
structure are defined, based on the potential demand identified by 
the contractor, the firms/consortia will refine the institutional 
approach necessary for setting up the MFU. The organizations that 
develop the approaches will have to conduct some investigation into 
the institutional structure of the financial sector in Morocco and 
show imagination in dealing with what is admittedly a fairly rigid 
system. 

Nonetheless, we anticipate that many of the details will be 
developed and finalized by the institutional contractor 
collaborating with-USAID, GOM, participating banks, and the MFU 
during Phases 1 and 2. This will allow the contractor negoti-ating 
leverage and permit it to pursue a course of action based on the 
most recent and up-to-date information. 

Several approaches are feasible, but all have drawbacks that each 
firm/consortium must deal with in its approach. USAID has developed 
the following profiles of Moroccan institutions which might play a 
role in a microfinance activity, and it will continue adding 
information to each category until the pre-initiative conference. 
USAID's development of this information, however, should in no way 
be construed as intending to limit the creativity of the proposer. 
While USAID/Morroco developed the following finance company model 
for internal administrative reasons, the proposer should feel free 
to design any feasible approach. The finance company model is 
offered only to show that microcredit delivery is technically 
possible in the existing institutional framework. 

The finance company scenario 
One possibility is to work directly with an established finance 
company (firm which by law can make loans but not take savings) or 
an affiliate created by such a company for project purposes. This 
type of ,institution can make loans directly to the clients without 
intermediaries, and, if properly structured, can provide the full 
range of MFU credit services. It also has the advantage of avoiding 
lengthy registration of a new firm and initial capitalization 
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requirements in the range of five million dollars. It has the 
disadvantage, however, of being a very different corporate culture, 
unfamiliar with the MFA target population. Furthermore, the cost of 
funds to lend to micros is likely to be higher; the number of 
existing service outlets is limited; and this type of institution is 
not permitted to mobilize savings. 

The following is an operational scenario that is possible in the 
Moroccan context, using an autonomous cost center within a finance 
company as a service provider. Again, it is not a prescriptive 
formula, but merely an outline of institutional feasibility. 

Illustrative example: Finance company microcredit operation 
The MFA contractor sets up a revolving "collateral account" (loan 
guarantee fund) by depositing funds in an interest-bearing time 
deposit at a Moroccan commercial bank to guarantee the participating 
finance company that its loans are covered. The interest generated 
on the collateral account could be automatically reinvested into the 
same account. . 

The contractor negotiates pre-authorized line of credit (overdraft) 
privi~eges on the accounts for the finance company, up to an amount 
equal to the initial deposit. Initially, each dollar lent by the 
finance company corresponds to one dollar in this time deposit ..•. 

This structure minimizes lending costs since the MFA pays preferred 
customer interest on bank capital to the finance company only when 
funds are used. Simultaneously, the credit funds delivered to 
clients are accruing a high rate of interest due to the charges 
assessed for lending the money to the microclients. 

The microenterprise finance unit (MFU) can be either a division of 
the finance company (making this component of the USAID financed 
activity, in effect, a management consultancy to the Moroccan firm 
to help it develop its microenterprise credit product) or a separate 
project structure, .probably via a subcontract with the collaborating 
finance company, that could deal with more than one financial 
institution. In either case, the MFU plays the role of screening 
and following up clients and operates as an autonomous cost center. 
The finance company pays out loans, takes in payments and provides 
tracking information to the MFU. 

Clients deposit repayments at the finance company into individual 
loan accounts. When fully repaid, the principal plus the preferred 
interest rate and a negotiated margin reverts to the bank, another 
negotiated margin stays with the finance company, and the 
microfinance charges and any late penalties or MFU direct payments 
to the bank are credited to the MFU operating account. 

As the demand expands and a given area grows to 1000 or 1500 
clients, the MFU will begin to set up branches in new growth areas. 
Using GEMINI study recommendations, optimum size for a branch would 
be one manager, five financial officers handling between 200 and 300 
loans each, an accountant and minimal support staff. 

At first the MFU will take up to a week to assess a client's cash 
flow and reputation before approving a small loan. If the client 
repays without problems, he or she becomes eligible for a slightly 
larger loan, provided with less delay, s~y 48 hours. Repayment can 
take up to one year, but most will be repaid over a period of six 
months or less. 
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When a loan is approved, the MFU provides an approved chit to the 
borrower who takes it to the financing company to cash and open a 
loan account. MFU will work to simplify and reduce the time needed 
to accomplish this step to an absolute minimum. In the first year 

.of Phase 2, this level of effort would be the equivalent of opening 
eight new loan accounts and receiving approximately 42 loan 
repayments per day for 1000 borrowers. 

The finance company notes new accounts opened and payments made over 
the course of the day and faxes this information to the MFU at COB. 
At full operations (5,000 borrowers per MFU), this will entail a 
maximum of 40 new accounts and 210 loan repayments daily. MFU 
compares the information from the finance company with its repayment 
schedule to print up a list of delinquent borrowers by agent ready 
for each officer when the office opens the next morning. The 
finance officers visit all first time borrowers at least once a 
month, but calIon delinquent clients immediately (same day as the 
missed payment) and follow up with them frequently (up to several 
times per week, as' needed) in order to identify and resolve the 
problem. 

When a payment is late, the MFU reimburses the finance company 
within 48 hours from its own current account. The finance office~ 
has this period to get his client to pay up before the MFU takes 
action. The borrower is charged an additional fee for any missed 
payment that causes the MFU to cover his loan witn the bank. This 
fee is added to the repayment schedule. When the account is closed, 
the finance company credits the MFU with its regular fees and 
charges and an adjustment for principal and interest arising from 
the payment MFU reimbursed directly to the' finance company. 

This illustrative implementation plan requires the following 
accounts. 

Xnstitutional Contractor: The contractor maintains a current account 
at a commercial bank to receive USAID funds, to pay expenses, to pay 
out to the MFU, to receive and payout funds to the time deposit 
collateral funds serving to guarantee operations at the finance 
company. It also manages these time deposit accounts at the banks. 

MYU: The MFU has a separate current account to receive funds from 
the contractor and pay expenses, with a second to receive interest 
on reserve funds, fees and late charges on lent funds. 

Finance Company: The finance company has one credit line account at 
the commercial bank which holds the collateral fund. It establishes 
individual loan accounts for MFU clients based on this line of 
credit. 

Microentrepreneur: The microentrepreneur has a loan account, managed 
by the finance company. He or she has a current account to receive 
the loan amount and to receive the periodic repayments, which are 
debited for the total amount of the loan and for each repayment. 
Eventually, it is hoped that he or she will also have a savings 
account at a participating bank. . 

Other possible scenarios 
A second institutional possibility is to ~ork directly with an 
established bank, but this would require much innovation to 
encourage the bank to take on high-cost, high-volume financial 
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services, to cover its cost structure, and to limit its liability in 
lending to this sector. The corporate philosophy is also radically 
different from what a successful microfinance institution would 
espouse (either totally unsympathetic with microenterprises or 
partisans of subsidized credit for the poor) . 

A third possibility is to work with banks or finance companies via a 
financial intermediary, such as with an existing Moroccan PVO of the 
type association d'utilite publigue (AUP), with a bank foundation 
(such as BCP), with a Moroccan cooperative (existing or to be 
created), with a Moroccan company (existing or to be created), or 
with some other valid project entity that can continue af~er 
completion of the activity (such as a u.s. PVO). The Foundation 
Zakoura, mentioned earlier, may organized as a financial 
institution. If successful, this organization would be able to use 
the GEMINI model in Annex B with very few changes. 

Given the strict limitations on how Moroccan NGOs are permitted to 
raise money, the Association d'utilite publique (AUP) may be an 
important institutional concept for the MFA, as the rules for this 
type of NGO on generating revenue are more liberal (while AUP status 
is more difficult to attain). They occasionally establish not-for
profit affiliates that can generate funds for services rendered and 
might serve as an excellent financial intermediary to work with the, 
microenterprise sector. However, they could not lend funds unless 
officially sanctioned as a finance company, a process that is 
becoming increasingly difficult. On a different tack, several banks 
have recently started foundations which might also serve a similar 
purpose. Such a structure would benefit from a favorable legal 
status and allow the activity to avoid cumbersome regulatory and 
fiscal requirements. It would "own" the MFU, provide tax benefits 
to it, and might serve as a conduit for USAID to transfer the 
collateral fund after activity completion. The collateral fund 
might be granted to the AUP or foundation as an endowment, resolving 
the "ownership" question. In addition, an intermediary would be 
able to work with a variety of existing outlets to provide services 
to more clients. 'The potential weakness is the introduction of an 
additional administrative layer and of a different corporate culture 
and philosophy (more attuned to charity than development) . 
Registration of a U.S. PVO for microfinance work in Morocco is also 
an alternative, and one which would reduce the downside effects of 
such an approach. 

A fourth possibility is the creation of a new finance company 
specifically for microenterprise credit. This has the advantage of 
providing direct services from a firm with the proper vision and 
philosophy to make it work. As noted above, however, it could not 
take savings and would require a large initial capitalization'. 
Other disadvantages include being subject to local taxes and lack of 
existing multiple outlets. If registration of either a new firm or 
an intermediary is required as a finance company, USAID will assist 
in facilitating such registration with appropriate GOM authorities. 

G. Implementation Phases 

MFA will be implemented in three phases with a Life of Project (LOP) 
of eight years. USAID will issue the RFP and, in collaboration with 
the MCIA, select'the institutional contractor for the project during 
the initial six months following the signing of the Project 
Agreement. USAID will award a performance-based contract which will 
be the vehicle for all three phases of implementation of the MFA, 
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although a "go, no-go" decision point will precede each new phase, 
both for the activity as a whole and for the specific contractor. 
The institutional contractor will perform needed studies and policy 
work, possibly using a local research or consulting firm. The GOM
USAID Project Steering Committee will be constituted and begin 
meeting during this six-month period as well. 

The phased approach has three main purposes. Firstly, a clear 
delineation of phased work will allow the Mission to set 
unambiguous, time-defined performance indicators -- those indicators 
that must be realized within a relatively short time period. 
Secondly, a phased approach allows maximum flexibility fo~ design 
and implementation adjustments in order to minimize the risks 
inherent in the activity. Because this is a new initiative for 
Morocco, the Mission believes that it is in the interest of OSAID, 
the beneficiaries, and the GOM to be able to quickly adjust to 
lessons learned during discrete implementation periods. Finally, a 
phased approach allows the Mission, in collaboration with the GOM, 
to cancel funding for the activity at clearly delineated times in 
its implementation if results are so discouraging as to preclude 
implementation adjustments. 

Phase 1 Institution Building 

In Phase 1, lasting 18 months, the contractor will complete the 
organizational work necessary to: 

select the initial MFO site; 
subcontract with the MFO (including its operations 
manuals and management information system - MIS); 

. . 

hire and train initial staff (with special focus on women 
finance officers); 
prepare for start-up of savings and lending operations; 
and 
conduct a pilot lending effort. 

Some of the initial issues that the contractor will need to address 
include: 

Office organization 

- types of local and expatriate technical assistance; 
- how to keep operating costs as low as possible; 
- staffing needs for the MFO; 
- location of the first MFO; 
- various operating systems needed; 
- training methods for the MFO; 

Data collection 

- how to identify good clients (and bad ones) by both finance 
officers and MFU; 
- survey of women's credit needs; 
- benchmarks for measuring Phase 1 success; 
- type and degree of baseline data for monitoring impact at the 
family an~firm level; 
~ market development information; 

Collaboration 
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- consciousness-raising activities for other actors (e.g., workshops 
and study tours) ;' 
- identification of policy and regulatory constraints to development 
of microenterprises; and 
- study preparation and mobilization of GOM and USAID for policy 
dialogue on overcoming constraints. 

Simultaneously, the institutional contractor will need to develop 
and produce all necessary operations manuals and the MIS after 
identifying and negotiating with participating financial 
institutions. The contractor will also need to determine what 
method or methods it will use to promote repayment in a ~~~ely 
fashion (e.g., group lending, legal recourse, etc.) and to 
experiment with them during the pilot testing at the end of Phase 1. 

The Mission believes at this stage that a strong program of training 
for the MFa and sensitization about microenterprise finance for the 
GOM, NGOs, and banks will be a solid start for the activity. There 
may be frequent contacts with Egyptian microfinance institutions 
during this phase. The Egyptian "model ll may be useful and cost 
effective for getting a fast start on developing the MIS and 
providing MFa organization and training, but only after all the 
Moroccan specific details have been worked out with collaborating. . 
organizations. See Annexes B and C for a description of this model. 
The well-trained MFa staff must include a significant percentage of 
women finance officers, so that there will be easy contact with 
women microentrepreneurs, targeted ultimately for a minimum 30% of 
MFa's loans. . 

MFU Finance Officers 
The MFa staff is responsible for identifying good borrowers and 
savers in the area surrounding their branch, where they explain the 
program, visit potential clients, assess credit risk, and stay in 
touch with microentrepreneurs with solid reputations. When a 
potential client requests a loan, it is the finance officer's 
responsibility to conduct a cash flow analysis and assess knowledge 
of the client's reputation to see if a loan is recommended. The 
finance officers are the critical link in the MFA between financial 
institutions and microentrepreneurs. They train clients in good 
credit behavior, introduce sound cash flow management techniques via 
analysis and savings mobilization, and help clients maintain good 
relations with financial institutions. In addition, for first time 
borrowers, the MFa itself performs bank and credit checks. For this 
reason, the MFa must remain in close contact with local banks to get 
credit history information on microentrepreneurs participating in 
other small lending programs. 

As a final step before receiving credit, first time borrowers might 
meet at the MFa to familiarize themselves with repayment 
expectations. At this group (if group credit model is retained) or 
individual consciousness raising meeting prior to receiving loans, 
the MFa would impress on borrowers the importance of credit and 
savings to improving living conditions, the borrower's repayment 
schedule, and the effects of tardy repayment or bad debt on 
prospects for future financial services. This is the first of 
regular orientation and encouragement efforts for borrowers. Such 
activities are continued by MFa financial officers at the client's 
business for as long as the microentrepreneur remains a client. 
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The MFa, managed by the contractor (probably under a subcontract) 
through Phases 1 and 2, will cover supervision of the MFU and 
provide for operating costs on a declining scale until the breakeven 
point is reached on costs and revenues. USAID envisions a "no 
frills" operation close to its clients, growing only in response to 
the demand for its services. Initially, the MFU will have a strong 
short-term portfolio with very small loans approved and disbursed 
quickly, establishing credit history for subsequent larger loans to 
good clients. Issues here include the fOllowing. 

MFU Organization 

- legal institutional framework for the MFa; 
- qualifications, productivity and reimbursement (including 
incentives) of MFU personnel; 

MFU Operations 

- collateral fund operation and protection; 
- line of credit account operations, individual borrower accounts or 

one global account; 
- loan range, types, and guarantees; 
- which risk reduction mechanisms to adopt; 
- length of time for screening and issuing first loan; 

length of time for screening and issuing subsequent loans; 
- frequency of follow up for with clients, late payments, and repeat 

clients; 
- what tactics to use to pursue defaulters; 
- length of time required for financial self-sufficiency; 

when to set up new branches (how many loans and what personnel 
levels, how branches are coordinated); 

- how to handle value added and other taxes; 
- how long to reach projected breakeven point; 
- formula for calculating MFU fees; 
- development and integration of the savings component; and 
- exact loan repayment and late payment/default arrangements with 

participating banks.· 

Phasing in of savings operations will depend on direct "negotiations 
.with participating banks, and it is hoped that savings and credit 
products can be offered immediately. However, if bank cost 
implications for a combined product are negative, it is possible 
that the savings component will be initiated later than the credit 
service, e.g., during the middle of Phase 2. Pilot testing of 
credit operations might begin during the final months of Phase 1, 
using a very small initial capitalization fund. 

Phase 1 will also be a period for organizing the baseline data 
needed for final site selection and for evaluation of activity 
success. Much more information is also needed about the 
microenterprise sector, especially to advance on the policy front. 
Some ground-breaking studies have been produced, providing 
indications of its size and complexity, but much more analytical 
work is needed. The contractor will also gather data in Phase 1 to 
assemble an initial agenda for policy research. In addition, all 
necessary studies of local demand for the savings component and 
systematic identification of potential savers will be completed in 
the first phase. 

Three"mont~ before the end of the phase, a" fully independent, 
progress and performance evaluation will help USAID and the GOM to 
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determine what, if any, adjustments need to be made, whether to 
continue the project on to Phase 2, whether to extend the existing 
contract or to resolicit for the subsequent phases. 

Phase 2 Product Delivery 

In Phase 2, lasting four years, one or more MFUs will be capitalized 
and lending operations will begin. Lending at the first MFU will 
begin on a serious scale, starting with a goal of 1000 loans 
outstanding at any given time at the end of the first year of Phase 
2 and increasing to 5,000 at any given time by the final year. The 
institutional contractor will establish a system of revolving 
collateral loan guarantee funds at participating banks, with 
capitalization based on projected periodic needs and/or on 
negotiation of leveraging arrangements (quarterly, semiannually, 
annually, or one-time). The issues that need to be addressed by the 
contractor here include the following. 

Collateral fund 

- how frequently ~he fund is capitalized; 
- how the interest is used (add to collateral or payment of 

operating costs); 
how and over what time period to leverage participating bank 
funds; 

- the title to the funds (contractor, MFU or gradual phase over); 

.Management 

- use of MIS for loan follow up and credit marketing; 
- use of motorbikes to enhance productivity; 
- how to extend to new areas in the same region (including perhaps 

adjacent rural zones); and . 
- how to replicate the system in new regions. 

The MFU branch should reach the break-even point in operational 
costs within two to three years, and the institutional contractor's 
support for that branch's operating costs would therefore cease . 

. Negotiations with banks to reduce collateral requirements from a 1:1 
ratio might use various MFU.performance indicators (low delinquency 
percentage, profitability levels) to achieve greater bank 
participation during this phase. Depending on the success of the 
original MFU, a second MFU in a different site might begin 
operations as early as the third year of this phase. 

The collateral fund may continue to serve as a collateral fund for 
the MFU for three years after the Project Assistance Completion Date 
(PACD). If prior to the PACD, USAID and the Ministry of Commerce 
decide that all or part of it is no longer needed for that purpose, 
they will then agree upon a use or uses for those funds after PACD. 
If they cannot come to agreement, then USAID will apply the 
appropriate standard provisions. 

The savings element and possible expansion of the model to adjacent 
rural 'areas might also be initiated during this phase. The MFU will 
conduct negotiations with the banks on how to implement savings 
services, striving to begin pilot efforts in the second year. We 
anticipate that by the third year of this phase, the savings 
component will be well advanced at all MFU Sites and integrated into 
the credit services. Contractor innovation is sought in developing 
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both products and benchmarks. One objective might be that by the 
end of this phase the amount in clients' savings accounts would 
equal the amount of loans outstanding. Another might be that the 
number of savings accounts would equal the number of new loans 
approved. 

A1so during this phase, the MFA policy element will focus on finance 
and regulatory issues surrounding microenterprise, especially areas 
which would increase access to formal services (such as savings~ 
credit, advisory service, training, etc.), while requiring the 
microentrepreneurs to shoulder more responsibility (standards on 
accounting, taxes, labor, debt recovery, etc.). Where possible, 
this effort should be integrated into other GOM reform efforts (such 
as for small bu~iness) to maximize leverage. 

At the end of this phase, a fully independently contracted progress 
and performance evaluation will determine if adjustments are 
necessary and whether to move on to Phase 3. The focus here will 
not only be on performance but also on the success of leveraging the 
collateral fund capital. 

Phase 3 Institutional Sustainability 

In Phase 3, lasting 2 years, the MFU is expected to have reached a 
financial break-even point for all costs (including capital) and no . 
longer require outside funding support (except for fully subscribing 
the collateral accounts). It will gradually cease to operate under 
subcontract to the MFA institutional contractor and will become an 
independent institution, receiving short-term technical support only 
from the contractor until the end of the activity. 

In addition to assuring sustainability of the MFA institutions 
through various options such as leveraging savings or MFO 
performance with banks or even via a buyout by a bank or other 
financial institution, the contractor will work with all partners to 
replicate successful activities via other donors, including the 
NGOs, the World Bank or the EU. 

B. Financial Requirements 

The Activity will require the following resources to achieve its 
targets. This budget is illustrative and not meant to preclude 
alternative approaches (see Annex G for details). MFA will benefit 
from an award and allocation of $500,000 from the PRIME fund 
(through the Global Microenterprise Innovation Project # 940-0406), 
transferred to and obligated through MFA. Such support will allow 
USAID to accelerate certain activities in training, policy analysis 
and public awareness. Additional awards and allocations may be 
available later. 

Principal Elements 
Institutional Contract 

Technical Assistance 
Subcontracts 
Collateral Fund 

USAID'Support 
Evaluations 
Con~ingency 
USAID Total 
Host Country Contribution 
Project Total 
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Amount (in $,OOOs) 
$13,256 

$5,745 
3,011 
4,500 

362 
619 

1,263 
15,500 

5,167 
$20,667 
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In addition, the beneficiaries themselves will contribute $4,667,000 
to the operations of the MFUs by the interest and fees that they pay 
for loans. This financial support will be what covers operating 
expenses at each branch by the third year of Phase 2. The Moroccan 
Government and the private sector involved in activity 
implementation will add another $500,000 in in-kind contributions of 
time and office space to monitor and advance MFA objectives. The 
total Moroccan contribution to the Activity will be $5,167,000. 
Funds will be added to the MFA according to the following schedule. 

LOP OBLIGATION SCHEDULE 

Fiscal Obligation Fiscal Obligation 
Year ($,OOO's) Year ($,OOO's) 

1995 $2,000 1999 $1,750 

1996 3,500 2000 1,750 

1997 3,000 2001 1,750 

1998 1,750 2002 0 

The table above shows the Activity obligation calendar based on 
current budget planning levels. However, given the probability of 
reductions in funding levels for USAID/Morocco over the LOP, USAID· 
has designed the project so that the development, of more than one 
MFU is a desired, not required, outcome of the Activity. If USAID 
funding is reduced drastically, this outcome would be foregone. 

A USDH private enterprise off~cer in USAID's Division of Economic 
Growth will be charged with managing the activity (to be 50% of the 
officer's workload), assisted by a Moroccan direct-hire employee or 
a project-funded assistant devoting no less than 51% of his time to 
MFA. Other Mission staff will have critical roles to play at 
different junctures, particularly the Regional Contracting Officer 
(RCO) and Mission Controller. MFA will also finance a project 
assistant to coordinate and follow daily operations, a secretary to 
handle administrative duties, and a financial analyst ,in the Office 
of Financial Management (OFM). The RCO will perform contracting and 

'contract administration, and OFM will provide internal financial 
reporting. 

A minimum of 10%' of the contract funds will be reserved for Gray 
Amendment firms. 

Budget Item 

Institutional 
Contract 

Evaluations 

USAID Support 

Contingency 

Methods of Implementation and Finance: 
(in $,OOO's) 

Method of Method of 
Implementation Financing 

USAID Direct Direct Payment 
Contract 

AID Direct Direct Payments 
Contracts 

USAID Direct Direct Payment 
Contract 

N/A N/A 
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Analysis of Audit Requirements 

It is anticipated that the prime contractor, as a U.S. firm, will be 
under the audit jurisdiction and responsibility of USAID/W. The 
contractor will provide for regular audits of the subcontractor's 
activities; such audits are contracted for and managed by the prime 
contractor and costs for these audits should be included in the 
prime contractor's administrative and overhead expenses. For this 
reason, no separate budget line item for audits is included in the 
activity financial plan. Because of the staged development of MFA, 
it is not yet known whether it will be necessary to conduct a 
separate audit of the Collateral Fund. If it is determined that 
such an audit is required (or others), funds will be programmed from 
the Contingency budget line item. 

VI. Activity Implementation 

A. Illustrative Implementation Calendar 

Contractor Mobilization 
August 1995 RP Authorization 

Project Agreement signed 
PIOIT for the RFP requesting approach 

and demand study 
CBD notice submitted 

September 1995 Requests for Proposals issued 
October 1995 Receipt of capability statements 

Select contractors and purchase orders signed 
November 1995 Firms design approaches 
January 1996 Approaches received at USAID 
February 1996 Evaluation finalized 
April 1996 Contract awarded 
May 1996 Institutional contractor in place 

First Steering Committee meeting 

Phase 1: Institutional Development 
April-July 1996 Annual workplan developed 

Baseline data gathered and analyzed 
Studies agenda developed 

June-December 1996 Development of manuals and systems 
Initial studies conducted 

December 1996 Evaluation and audit year 1 
January-March 1997 Training of finance officers 

March 1997 
September 1997 
December 1997 

Phase 2: Product 
January 1998 
December 1998 
December 1999 

January 2000 
December 2000 
September 2001 
December 2001 

De-bugging system 
Pilot lending begins 
Evaluation of Phase 1 
Decision to continue 
Audit of year 2 

Delivery 
First MFU established 
Evaluation and audit year 3 
Evaluation and audit year 4 
First MFU operationally self-sufficient 
Second MFU established 
Evaluation and audit year 5 
Evaluation of Phase 2 

, Decision to continue 
Audit of year 6 
Second MFU operationally self-sufficient 
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Phase 3: Sustainable Results 
December 2002 Evaluation and audit year 7 
September 2003 Final evaluation and audit 

B. Actors 

1. Project Steering Committee 
Composed of the MCIA, the Ministry of Finance and Foreign Investment 
(MFFI), the Chamber of Commerce, USAID, the institutional contractor 
and ultimately representation from the AUP/foundation, MFU, or 
microentrepreneur associations (membership may be expanded if 
desired), the Committee will meet regularly - at least quarterly
to review activity progress and provide a forum for coordina'tion, 
discuss MFA progress and impact and examine policy and regulatory 
issues. The Committee will establish liaison with the GOM Comite de 
Suivi du Secteur Prive to coordinate with the latest developments in 
the broader private sector. The Committee, chaired by the MCIA, 
will proactively coordinate strategy with the USAID Program 
Committee for Economic Growth. 

2. USAID 
Collaborating with other actors in the sector, USAID will develop 
the activity design, contract for institutional technical assistance 
from an American firm and/or PVO, approve operations and information 
manuals and subcontracts developed by the institutional contractor, 
and conduct periodic evaluations of performance and impact. There 
will be close coordination between the USAID Economic Growth r 

Strategic Objective Committee and the Activity Steering Committee. 

3. Ministry of Finance and Foreign Investment 
This ministry will examine the activity design, as well as the 
operations, for conformity with existing regulations and laws. It 
will have a representative on the MFA Steering Committee to allow it, 
to follow both the rnicrofinance and policy components. Further 
liberalization in the financial sector is a key to increased access 
by small and micro enterprises, and MFFI's involvement will expedite 
this process. 

·4. Ministry of Commerce. Industry and Artisanry 
This ministry will serve as the counterpart with USAID, signing the 
Project Agreement in the name of the Government of Morocco. The 
Ministry will appoint a counterpart to the USAID Project Officer who 
will work closely with the USAID Officer on activity management. It 
will chair the MFA Steering Committee and provide strategy guidance 
on both the microfinance ana policy components. It will also 
coordinate the policy agenda and assure liaison with the Comite de 
Suivi. 

s. Institutional Contractor 
USAID!Morocco will select a contractor using full and open 
competition, and initially only Phase 1 will be implemented. At the 
end of Phase 1, USAID/Morocco will have the option to (1) modify the 
existing contract, (2) seek a new contractor, or (3) terminate the 
activity. During the final months of both Phase 1 and Phase 2, 
USAID/Morocco will evaluate the activity, and will make adjustments 
in areas such as fine-tuning the implementation, indicators, or 
other similar modifications. It will be the responsibility of the 
contractor to identify the kinds and duration of technical 
assistance needed to implement the activity.' The contractor will 
also be responsible for conducting policy analyses, examining the 
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effect of policy and regulatory environment on financial services 
for microentrepreneurs, and developing links with universities, 
PVOs, and professional groups to ensure that policy issues affecting 
finance and microentrepreneurs have the attention of decision 
makers. 

6. Microfinance Unites) 
Under contractual arrangement with the institutional contractor, 
this entity will provide or facilitate financial services at market 
cost for poor microentrepreneurs. It might do this directly as a 
registered finance company, working with banks, or it may provide 
only the "front office" financial services to clients, using other 
financial institutions for "back office" functions. Typicai "front 
office" services include the analysis of client cash flow, 
reputation, and credit history, the follow up of repayment, and the 
promotion of savings. In any case, the MFU will strive to keep 
costs to borrowers as low as possible while assuring that all its 
own essential costs are covered. It may be either a not-for-profit 
subsidiary of a Moroccan NGO (AUP) or a foundation, cooperative, or 
affiliate of a Moroccan company (most likely a financial 
institution), but must be a legal entity under Moroccan law and 
account for its microfinance expenses and revenues separately for 
this Activity. The MFU may choose to subdivide {e.g., into 
branches} in the most cost effective manner to serve its client 
base. Replication of the MFU to another site (i.e., another 
distinct geographic area) is a desired outcome of MFA. In the case 
of multiple MFUs, they need not be part of the same organization. 
Each MFU will be guided by a Board of Directors which includes 
members of participating financial institutions. USAID anticipates 
that the MFU will be under subcontract to the institutional 
contractor during Phases 1 and 2, then move to control of its own 
Board of Directors. MFU finance officers will be on an incentive 
system to increase the size and quality of their portfolios. A 
significant proportion of the officer staff will be women trained in 
microfinance techniques for women. 

7. Participating Financial Institutions 
Linked to the MFU by a written agreement, the financial institutions 
may provide the "back office" financial services to the 

.microentrepreneurs. Under the Moroccan institutional framework, 
these might be banks (ful~.service, including both lending and 
savings), finance companies (lending but not savings), or financial 
intermediaries (no financial transactions, serve as go-between, 
putting client in touch with one of the previous two institutions) . 
In the case of a finance company, the MFU might conduct lending 
activities itself or it might establish a revolving collateral fund 
in participating banks at an appropriate level to cover the risk 
anticipated. In the latter case, the bank(s} might be responsible 
for administrative operations connected with management of the 
financial operations (collateral account and movements between 
accounts) and handling the funds (paying out loans, receiving 
repayments, collecting savings). Consequently, members of the 
senior management of these financial institutions will be 
represented on the board of directors of the MFU if it is not a 
direct bank entity. Banks which have expressed interest include the 
Wafabank, Societe Generale Marocaine de Banque (SGMB), BMCE, BCP, 
and CNCA. 

8. MFU Board of Directors 
Composed of parent organization (perhaps AUP, foundation or parent 
company) and participating financial institution members, the Board 
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of Directors has three critical functions: to set long-term policy 
direction; to monitor the program to ensure that it is running 
smoothly; and to develop the necessary links for leveraging MFA 
funding. The Board will assure that collateral funds are obtained 
in a timely manner, examining periodic projections of loan activity 
from the MFU to USAID for funding. Using the parameters of this 
Results Package, initial policy will be set by the GOM, USAID, the 
participating institution, and the institutional contractor on fees, 
loan approval process, credit requirements, personnel, and savings. 
However, the Board will gradually assume these functions as the 
activity matures. The Board will meet on a quarterly basis to 
ensure that the program is running smoothly. 

9. Microentrepreneurs 
Men and women microentrepreneurs will make use of financial services 
provided under the project. For the purposes of this project, 
microenterprises will be non-agricultural economic activities 
employing up to five people. They are economic activities for which 
bank credit is generally not available, and whose working capital 
needs are in the micro loan level of $75 to $3,000. They include 
very small-scale practitioners of commerce, as well as very small
scale producers of goods and services (usually one person assisted 
perhaps by other family members). Eligible borrowers will be among 
the poorer microentrepreneurs with no access to credit from another 
formal source. The enterprises should, however, have a known 
address, and the entrepreneur must have a national identity card. 
The activity will ~et an initial target of lOt lending to women, 
increasing to a minimum of 30t by the end of the activity. 

10. Women entrepreneurs 
The 1992 GEMINI report commented that employment surveys did not 
reflect accurately the level of women's economic activities in urban 
areas, overestimating rural entrepreneurs and underestimating urban 
ones. According to the survey there are over 890,000 lIactive ll and 
over 2,000,000 "inactive" urban women. MFA will gather exact data 
on women's participation in the informal sector, including it in the 
baseline for targeting this group for active participation in the 
activity'S financial services. As noted above, MFA, by the end of 
Phase 3, will target a minimum of 30% of its loans to women. 

As part of the development ,of realistic impact indicators, the 
contractor will conduct a baseline survey of women 
microentrepreneurs in two potential MFA sites. This survey will get 
a rough approximation of the number of women microentrepreneurs, 
their activities, and the potential impact of readily available 
financial services. 

11. Other Donors 
At present, the only organization engaged in sustainable microcredit 
is CRS. It began a program in 1992 to pioneer the delivery of 
microcredit in rural areas through a network of local Moroccan NGOs. 
CRS is structuring its program at market rates and is using a 
formula of interest rates plus fees acceptable to the Government. 
Specifically authorized and supported by local government officials, 
it is a village bank system, offering savings as well as credit. 
While 'in its early stages, the activity seems to be very successful. 

The German Embassy has funded a variety of training and technical 
, assistance activities which would be of use to MFA clients. In Fez, 
for example, a linkage project between the Chambers of Artisans in 
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Rhein-Main and that in Fez provided technical and management 
services to microentrepreneurs through the Chamber of Artisans. 

The World Bank is involved in policy dialogue concerning interest 
rates and financial market liberalization with the Government. As 
noted previously, the Financial Sector Reform Program will 
liberalize interest rate ceilings by the end of 1995. Discussions 
under this and other programs will have important implications for 
access of microentrepreneurs to financial services and could lead to 
follow-on activities under IBRD sponsorship. 

c. Evaluation and Monitoring System 

The evaluation and monitoring system employed will be focused on the 
measurement of results and impact. It will be a key factor in 
limiting the risk on the USAID investment. The key areas to be 
monitored will be; number of loans given, amounts of loans, 
percentage repayment, MFU productivity, the ratio of operating 
expenses to average loans outstanding, how savings are being 
encouraged, actual amounts being saved by participants, and current 
income of activity participants. Monitoring project impact will be 
an ongoing process. At any point in time USAID!Morocco and the GOM 
will know the current status of the activity. 

Evaluations will be held periodically. In addition to full-scale 
evaluations held three to six months before the end of each phase to 
determine implementation progress, recommend changes or even 
cancellation, there will be annual impact and specific issue 
studies. These evaluations will be done by outside evaluators and 
will look at the information from the monitoring system and also to 
the extent possible try to assess whether or not, as USAID posits it 
will, the activity has had spread effects not planned for, such as 
decreased illness rates, increased school enrollments, more interest 
by other institutions in this type of project, increased GOM and 
private sector interest, and other similar impact. Recommendations 
that would improve operations will be factored into Annual 
Workplans, so that performance is enhanced. GOM will constantly be 
kept aware of the findings and progress of monitoring and 
evaluation. Because this represents the first time that this type 

.of activity has ever been mounted in Morocco, the contractor and 
USAID!Morocco will also assess other donor interest in using 
microfinance as a way of alleviating poverty and addressing 
unemployment. 

In Phases 1 and 2, the institutional contractor will have primary 
responsibility for monitoring activities. During Phase 1, this will 
include assuring the identification of the appropriate site for the 
activity, setting up and functioning of the MFU, appointment and 
training of finance officers, and discussions with financial 
institutions for their participation. Monitoring during this Phase 
will include regular meetings with the USAID Project Officer, and 
detailed quarterly reports as mandated by USAID!Morocco for all of 
its activities. 

Quarterly progress reports from the contractor will provide detailed 
reporting on indicators which will be established for each phase, 
comparing achievement of indicators with Strategic Objective (SO) 
and activity level requirements, and describing in further detail 
activity progress, particularly pointing to problems in 
implementation. Quarterly reports will be the occasion for 
recommendations to USAID and the Steering Committee for changes in 
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activity implementation methodology or content. Quarterly reports 
will be sent to members of the MFA Steering committee in French to 
serve as a basis for discussion at concurrent Committee meetings. 

USAID/Morocco will require detailed Annual Workplans from the 
contractor. The contractor will submit the final draft of its 
Annual Workplan for the following year to USAID six weeks before the 
anniversary of contract signing. Developed collaboratively with the 
Steering Committee, clients and USAID, this Workplan will include a 
detailed annual report for the previous year and the contractor's 
plans for the coming year. In addition, the Workplan will signal 
any new facts, information, or other details that may influence the 
planned direction of the activity, the impact the activity has on 
Program Outcomes and the Strategic Objective, and/or the activity 
indicators. Annual Progress Reports will discuss in detail how well 
the contractor carried out that year's Annual Workplan. 

MFA will also feature frequent field visits by the USDH in charge of 
the activity, the Moroccan direct hire, and the MFA-financed project 
assistant and financial analyst. These visits will have three 
purposes: to view firsthand the institutional status of the MFU, to 
look at the operations of the participating banks, and to talk with 
clients of the activity. 

Information from field visits, regular meetings, quarterly reports, • 
and the Annual Workplan will be vetted in the forum of the Mission's 
Economic Growth Strategic Objective Committee. The Committee will 
examine the information from all these sources periodically and make 
decisions on; whether the activity is adequately supporting 
achievement of indicators on all levels, whether a mid-course 
correction should be made at a given time, and overall impact. The 
Committee will also determine the most efficient way to share 
activity results, information, and lessons learned with the GOM, the 
MFA Steering Committee, and other interested entities. 

D. Conditions and Covenants 

Prior to the first disbursement under the Grant, or to the issuance 
by USAID of documentation pursuant to which disbursement will be 

.made, the Government of Morocco counterpart agency, the MCIA, will, 
except as the USAID and the. MCIA may otherwise agree in writing, 
furnish to USAID in form and substance satisfactory to USAID: 

(a) A statement of the name of the person holding or acting in the 
office of the MCIA and of any additional representatives, together 
with a specimen signature of each person specified in such 
statement; and 

(b) The designation of a Moroccan project manager responsible for 
managing the Project for the Ministry of Commerce, Industry and 
Artisanry. 

Special covenants to be included in the Project Agreement are as 
follows. 

(a) USAID/Morocco and the MCIE agree to establish an evaluation 
program as part of the Project. Except as the parties otherwise 
agree in writing, the program will include, during the 
.implementation of the Project and at one or more points thereafter: 
(a) evaluation of progress toward attainment of the objectives of 
the Project; (b) identification and evaluation of problem areas or 
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constraints which may inhibit such attainment; (c) assessment of how 
such information may be used to help overcome such problems; and (d) 
evaluation, to the degree feasible, of the overall development 
impact of the Project. 

{b} The GOM agrees to follow policies and procedures which support 
the achievement of the general objectives of the Project and to 
advise USAID/Morocco in case any measures likely to affect Project 
implementation are to be taken. 

(c) The GOM agrees that the collateral fund will remain available to 
the MFU for three years after the Project Assistance Completion Date 
{PACD} for the purpose of providing loan collateral, unless;' prior 
to the PACD, USAID/Morocco and the GOM agree that all or part of the 
fund is no longer needed for such a purpose. In case all or part of 
the fund is determined to no longer be needed, the GOM and USAID 
shall agree on a uses to which these funds should be put after the 
PACD. If no agreement is reached, USAID will apply the appropriate 
standard provisions. In any of the above situations, the GOM agrees 
that sufficient funds will remain in the collateral fund after the 
PACD to honor all existing guarantees. 

(d) No funds or other support provided hereunder may be used in a 
project or activity reasonably likely to involve the relocation or 
expansion outside the United States of an enterprise located in the . 
United States if non-U.S. production in such rel.ocation or expansion 
replaces some or all of the production of, and reduces the number of 
employees at, said enterprise in the United States of America. 

(e) No funds or other support provided hereunder may be used in a 
project or activity the purpose of which is the establishment or 
development in a foreign country of any export processing zone of 
designated area where the labor, environmental, tax, tariff, and 
safety laws of the country would not apply, without the prior 
written approval of USAID. 

(F) No funds provided under this Agreement will be used for the 
procurement or application of pesticides. 

VII. Definition of Success 

This activity will be considered a success if, at the end of eight 
years, one or more sustainable, community-based microfinancing 
entity(ies} continue(s} to provide easily obtainable microcredit 
services on a large scale to deserving microentrepreneurs, and that 
there are identifiable savings activities being undertaken by the 
clients. This success definition will also include participation of 
bank(s} which provide necessary services with all costs covered to 
assure the sustainability of the activity. While not considered to 
be part of the definition of success of the activity, USAID will 
consider.replication of the activity to a second geographic area to 
be an important reflection of its success. Subsumed in this 
definition are the assumptions that increased and more easily 
available credit stimulates microenterprise activity, thereby 
increasing incomes and savings. Hence, at the end of USAID's 
contribution to the activity, there will be a wider and more 
sustained participation of the poor (with at least 30% of the 
participants being women) in the broader Moroccan economy. 
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A. Intended Results 

By the end of this activity: 

es,ooo poor families/individuals per year (30% women in final 
year) per MFU will have easy access to microcrediti 

eappropriate savings instruments will be in place that are 
relevant and useful to small savers; 

eone or more self-sustaining MFU(s), capable of providing 
financial services to qualified clients will be located in one 
or more urban areas; 

eat each MFU, a minimum of 20 trained local finance officers 
(including a significant portion of women) will be capable of 
assessing potential clients' ability to repay loans, 
determining problems in repayment and following up delinquent 
clients to the MFU; 

eparticipating financial institutions will be devoting staff 
and resources to microentrepreneur activities, 

enew policies will be in place facilitating access to 
microfinancial services nationwide, and, 

emore poor people will be participating in the economy. 

Importantly, and based on experience it has had in its· long-term 
urban development programs, USAID/Morocco expects some secondary 
effects of this intervention that will impact positively on the 
quality of life of Morocco's poor. These secondary effects include 
increased rates of school enrollment, declining disease rates, 
declining fertility rates, and increased literacy, among others. 
These may be looked at as part of impact evaluations done by 
USAID/Morocco as an effort will be made to look into these 
indicators of overall project impact in addition to assessing direct 
impacts . 

. B. Indicators for Monitoring Success 

USAID/Morocco, the institutional contractor, periodic outside 
evaluators, and the GOM will monitor project progress. The 
following are illustrative indicators of success. During contract 
negotiations, and before each of the three phases of project 
implementation, new and relevant indicators will be determined by 
USAID, in keeping with its strategic approach. 

• number of loans distributed 
• value of loan portfolio (daily, monthly, yearly) 
• average and median loan size 
• ratio of MFU operating costs to revenue 
• ratio of MFU operating costs to loans outstanding 
• return on assets 
• percentage of clients to total eligible population 
• leveraging ratio of USAID funding 
• percentage and amount of bad debt 
• growth of collateral fund from non-USAID sources 
• number of currently active clients 
• number of women clients 
• number of finance officers 
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• average number 'of clients per officer 
• number of finance officers who are women 
• number and types of savings instruments 

'. • number of clients using savings instruments 
• value of savings and average account balance 
• number of MFUs created 
• daily volume of MFUs 
• necessary fee plus interest to ensure sustainability 
• number of banks and financial institutions participating 
• number and type of policy stUdies/analyses conducted 

under the project 
• number of new policies adopted by GaM or the private 

sector banks regarding access to financial services by 
the poor 

C. Criteria for Measuring Impact on Strategic Objectives and 
Related Program outcomes 

Most of the data generated from this activity will have direct 
impact on the realization of the Mission's economic growth Strategic 
Objective. The numbers of participants (disaggregated by gender) in 
the finance activities will be tracked at least quarterly. An 
upward trend, which is what USAID and its partners expect, will 
indicate clearly that more people are participating in the economy. 
If median loan size stays relatively low, the program beneficiaries . 
will likely be among the poorest microentrepreneurs. New policies 
and studies will indicate that USAID is still hard at work chipping 
away at the policy and regulatory framework in Morocco. A 

',collateral fund growing beyond the USAID inputs, a low delinquency 
level, and a low ratio of operating costs to average loans 
outstanding will show directly that, in fact, the activity is 
sustainable. 

D. Key assumptions 

1. Microentrepreneurs must be willing to pay the full costs of 
extending credit to them. They must also be willing to pay back 
borrowed money in a timely fashion. Experience in other countries 
and the CRS microfinance project indicate that they are willing and 

.able to do this. 

2. The GaM must continue to be interested in sustainable 
approaches to solving poverty problems, in liberalizing the 
financial sector, and in working with the private sector. This 
holds true particularly with the collaborating ministries, MCIA and 
MFFI. The former can help replication of the activity in other 
parts of the country and can facilitate potential bureaucratic 
problems, while latter can help assure that all activities are 
within the framework of Moroccan financial rules, thus assuring that 
this effort can be a model for Morocco. 

3. Financial institutions must be willing to cooperate. Until 
now, as noted above, several banks have indicated interest in 
participating. However, there has never been a large scale 
microfinance program in Morocco. Hence, financial institutions have 
to be willing to take on the risk of high volume, small transaction 
services. 

Constant dialogue, transparent implementation, use of a MFA Steering 
Committee and frequent site visits are all ways in which the Mission 
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can assure that the above assumptions hold valid throughout and 
beyond the activity. 

E. .Risks 

USAID/Morocco is without a doubt taking a big risk in this activity. 
But, the Mission believes that the intended impact -- directly on 
Morocco's poor -- is worth the effort. The root of the risk is that 
there is little understanding of microenterprise finance programs in 
Morocco, there is no comparable precedent locally, and until now 
reforms have not been targeted directly at the poor in a financially 
sustainable way. 

However, in light of the early results of the small CRS project, 
showing high repayment rates, demand for small working capital 
loans, and significant participation of women, USAID believes that a 
more formal, institutionalized approach is feasible in Morocco. CRS 
work was also valuable in dispelling skepticism of even the NGO 
community surrounding provision of financial services to 
microentrepreneurs. As described in the section on implementation 
approaches, institutional mechanisms are available under the 
Moroccan law on financial institutions. The enthusiasm shown by 
Moroccan counterparts who visited the Microenterprise Credit Project 
in Alexandria, Egypt, the interest manifested by Moroccan financial 
institutions during GEMINI contacts, and OSAID interviews with 
participants at all levels show that potential partners are out 
there waiting to negotiate. Development of effective microfinance 
institutions will not be easy, however. For that reason we have 
structured our implementation of this activity in such a way as to 
minimize the risks, placing a premium on collaboration, making 
effective use of studies and evaluation, and implementing in phases 
that allow regular adjustments. 

USAID/Morocco believes that the GOM and other donors will be 
watching progress closely. If successful, it will serve as a model 
for the introduction of similar activities throughout the country. 
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Narrative Summar, 

Goal: 

To expand base of stakeholders In 
the economy, targeting people of 
below media Income. t 

Purpose: 

To facilitate microenterprlse 
growth through access to a 
program of formal, institutionalized 
self-sustainable micro finance 

Deliverables: 

1. Establish a mlcrocredit 
institution with one or more 
mlcrofiannce units (MFU, 

2. Implament policy and sector 
leve! refoRnS related to 
microenterprlse growth. 

3. Operating manuals and trained 
personn" In place for system 
replication 

LOGICAL FRAMEWORK 
Microenterprise Finance Activity 

. 
ObJectlvel, Verifiable Indlcatora M.an. of Verification 

Me •• ure. of Achievement: 

A financial services Institution serving Evaluations 
mlcroentrepreneurs is established and Is financial Institutions's annual reports and 
financially self-sufficient financial statements 

Results: 

A minimum of 10,000 mlcroentsrprlses Audited financial reports of Institutions. 
receiving credit by end of project. 

Regular Institution reports on number of 
Mlcrocredit institution Is' exceed financial borrowers, amount outstanding, overdue 
breakeven point by end of project. amounts etc. 

Appropriate savings Instruments are In piece. Contractor reports 
Evaluations 

Participating bank Is' are devoting staff and Impact assessments 
resources to mlcrofinance. 
New policies are In place which facilitate 
nationwida access to microfinance services 

Performance Indicators: 

Number of loans made and value of portfolio Project monitoring system 
Positive statement with low default ratio. 

Written reports on subsectors, regulations, 
Growing collateral fund from Interast earning finance. 
and other donor support 

New regulation, and laws promulgated. 
Value of savings end average account value 
Number of MFUs created and operating Impact assessment and evaluations. 
affectively. 
Policy studies done, policies enacted which 
support microfinance 

--..J 
ANNEX A 

Important ... umptlona 

Moroccan economy continues to grow. 

Microenterprlses add employees and 
Increase income of entrepreneurs families 
with access to working cspltal. 

Microentrepreneurs are willing to pay 
intarast rates which fully cover Institutional 
operating costs, capital costs, and risk. 

GOM enforces laws on debt default 

Mlcrocredit Institutions can legally charge 
rates and fees that cover costs, capital and 
risk. 

Responsible GOM Ministries are capable and 
willing to implement reforms. 

Microentrepreneurs develop some 
Institutional voice to provide feedback to 
government and public. 

financial Institutions ara willing to adapt 
practices to meet the needs of 
microenterprises. 

Business men's groups can be Identified to -
Invest substantial efforts in establishing and 
building mlcrocrl!dit Institutions. 
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EXECUTIVE SUMMARY 

The team from the Growth ·and Equity through Microenterprise Investments and Institutions 
(GEMINI) Project spent four weeks in Morocco to examine the feasibility of the planned Microemerprise 
Fmance Project (MFP). The scope of work included technical. administrative, financial, econorilic, and 
social analysis. 

The major fmdings included in this repon are as follows: 

• All indications from previous reports and from research conducted on this mission lead the 
team to conclude chat there wiII be a large demand for microfinance (srimIl lending and 
savings services); that methods that have supponed large-scale, sustainable financial services 
for the poor elsewhere will work in Morocco; and that legal and regulatory obstacles are not 
insunnountable. 

• The term microfinance is preferred to microcredit. Most previous reports have emphasized 
the credit side heavily. Experience from around the world, however, indicates that a demand 
for savings instruments exists as well. The availability of such savings instruments may, in 
fact. be more important in the long tenn than the credit insrruments. Because of the 
importance of savings, the team believes that a savings instrUment must be an integral part 
of the project. . 

• The most critic:ll element affecting the success of the project will be whether the appropriate 
institutional mechanisms can be designed. Based upon its discussions with banks and existing 
associ:nions. the GEMINI team feels that suitable institutional mechanisms can be developed. 
and outlines criteria for developing this mechanism during project implementation. Because 
the current banking structure cannot command the imerest rate structure necessary to cover 
all costs. the microfmance activities must be managed through another institution. It is 
recommended that a private microfmance company (PMC) be chosen to conduct the 
microfinance activities. This company will most likely be a subsidiary of an association. 
The bank(s) will perfonn back office functions. including transactions and cash management. 
Senior bank officials will be on the board of directors for the PMC. 

• Pilot microfirumce experience in Morocco shows that strong demand for these services exists 
among women entrepreneurs. and that methods can be developed to promote strong 
participation by women in micro finance programs. 

• The te!lm designed a unique model for the MFP in Morocco. This model incorporates 
elements of other successful microfinance programs. but its institutional and collateral fund 
structure have been designed specifically for the Moroccan project. 

TECHNICAL FEASIBILITY 

The techniC!ll analysis portion of this repon estimates that demand exists to reach at least 6,000 
borrowers in each target region (Fes-Meknes, greater Casablanca. and Rabat-Sale). and in Tetouan. The 
team feels that the MFP should be able to reach this number of borrowers by the end of Year 4. The 



most likely scenario to rea~h 6,000 borrowers is to open 4-6 PMCs. Each PMC ~ have the capacity 
to handle 1,000-1.500 loans. 

Both individual and group lending appear to be feasible in Morocco. The team recommends that 
the method or methods used for promoting repayment be chosen by the implementing organi%ations 
through experimentation during the pilot phase of MFP implementation. Currently, the maximum 
allowable interest rate that can be charged by banks is 12 percent. This is insufficient to cover all 
operating costs and retUrn on capital. Initial estimates indicate that an interest rate of at least 42 percent 
will be required. The team recommends splitting the administrative functions of the UDit into two - the 
financial front office functions will be handled by a bank charging 12 percent~. The back office 
and loan officer functions will be handled by a second administrative unit charging administrative fees, 
which effectively will add another 30 percent to the loan charges. . 

A collateral accoUnt must be set up to ensure the participation of the legally required fonnal 
financi:li sector in lending and savings operations (see the administrative and institutional analyses in the 
repon for more details). As mentioned previously, savings services should be iriclud!a in the MFP. 
Incentive payments should be used for loan officers and PMC managers. to increase portfolio size and 
ensure pam olio quality. The te:un feels that competition among PMCs will not be a constructive factor 
at the outset of the project. and could detract from institution building activities. 

ADMINISTRATIVE FEASlBIIJTY 

The administrative analysis in this report presents a project stmctUre based upon the creation of 
two separate administrative units: 

• An independent private microfmance company; and 
• A commercial bank. 

The PM C will perfonn all the front Qffice functions of a commercial financial institution, 
appraising loans. motivating repayment, and mobilizing savings. The back office functions, including 
loan disbursal. receipt of repayments. and management (receipt and disbursement) of savings accountS 
will be ::arried out by a commercial bank selected by the MFP. 

The te:un advocates separating front office and back office functions in two administrative units 
because current legal banking regulations will not pennit a bank or other financial institution to charge 
enough in interest to cover cOSts and ensure a reasonable rerum. In addition, it is impossible for 
noniinancial institutions to perfonn banking functions. so that the PMC could not perform the front office 
functions required. 

In .addition to the two administrative units, it may be necessary to add a Foundation to the 
administrative structure to avoid cumbersome regulatory and fIScal requirements. The Foundation would 
be a registered Association d'Utilite Publique. 

The U. S. Agency for International Development will make an endowment to the Association to 
cover initial capital requirements for the PMC, and to support a collateral fund to minimize risks for the 
bank that agrees to take on project back office duties. In the beginning of the project. the bank is likely 
[0 requir~ 51 in this fund to secure every 51 lent, but over time it should prove possible to obtain greater 
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leverage for the fund. The consultants feel that at least 3: 1 leverage should be possible after four years 
of successful MFP operations. 

Other critical administrative factors are: 

• . Developing an institutional structure that ensures substantial panicipation by the banking 
sector in capital provision, transactions management, tracking of individual clients, and 
strategic I~dership for MFPfPMC operations; 

• Taking special measures to promote women's participation in the project, including locating 
PMC services in medinas (closer to the places where women work), hiring as many women 
loan officers as possible, and building strong links to local women's associations; 

• A voiding clients who have a history of high delinquency and default (for example, delinquent 
clients in groups previously targeted for government-sponsored subsidized credit programs); 
and 

• Developing a close working relationship with senior officials from a politically influential 
ministry, to develop a base for advocating for finance policy reforms to encourage wider 
dissemination of MFP-type financial services by the formal financial sector. • 

The te.mt recommends the MFP begin in Fes, because of its strong microemerprise activity and 
superior instimtioml stnlcmres (to MeIcnes); expansion to the Rabat-Sale, Casablanca, and Tetouan areas 
can be considered for later years. 

. FINANCIAL FEASlBD.JTY 

The financial analysis presents an eight-year projection for PMC activities based on differing 
assumptions. Based on a portfolio of 1,000 loans, which is achievable in two years, and an interest rate 
of .+2 percent. the PMC can reach self-sufficiency within three years. It can reach profitability sufficient 
to anract independent private sector investment in expansion (which we assume to be around 20 percent 
cumulative return on ~qui[y) in six years. 

ECO~Ol\UC FEASIBILITY 

TI~e economic benefits from the MFP arise principally from increased revenue generated by firms 
having ne'.'" :J.ccess to rinancial services. The Egypt programs report a 36 percent average increase in total 
sales by borrower rirms. 1 The Direction de la Statistique national survey in 1988 reported a mean annual 
income of 51.600 for "nonstrucrured" enterprises. 

: See L!nda Oldh:un et aI.. ~Me~uring Socioeconomic Impact of Credit on SMI: Assessment of the 
~1onitoring System Used by me Alexandria Businessmen's Association, Egypt." GEMINI Teclmical Repon No. 76. 
Bethesda. ~1an·i:md. ~1av 1994. . . . 
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PART FOUR: 

IN'STITUTIONAL ANALYSIS: 

AN ASSESSMENT OF ORGANIZATIONS AND INITIATIVES TO 

PROMOTE MICROENTERPRISE DEVELOPMENT IN MOROCCO 

SUMMARY 

This report describes the organization of the microenterprise sector, identifies and assesses 
organizations assisting the sector, and analyzes gaps in support for micro enterprise development. It 
focuses on the artisanal sector, in which most microenterprises operate. 

--In the past, the artisanal sector was organized through a guiJd and an apprenticeship system. 
Apprenticeship has survived, providing good entry-level training and cheap labor. The guiJds have 
disappeared, depriving small artisans of a means to defend their interests or increase efficiency. In recent 
years, new structUres have been introduced to reorganize the sector, including small service cooperatives. 
SCMs, which enable members without assets to secure loans, have been formed with assistance from 
BCP. 

Only two banks, BCP and CNCA, are active in micro enterprise lending. In 1991, BCP provided 
DHl80 million in credit to artisans, one-third through SCMs. On a limited basis, CNCA has expanded 
from lending to farmers to providing credit to artisans and rural women. Credit for business start-up is 
provided by several banks through the Jeune Promoteur program, which tends to favor SMEs. Financial 
assistance provided through donors, international PVOs, and NOOs traditionally has been through grants. 

Numerous programs provide entry-level vocational training, including MASA and OFPPT. The 
Centre de Perfectionnement des Artisans provides one of the only programs for upgrading skiJ1s. A few 

.programs provide technical assistance, almost all geared toward Jeunes Promoteurs. There is no strategy 
for microenterprise promotion and there are no advocacy groups to represent the interests of the sector 
to policy makers. 

A wide range of activities supports microenterprises, but they meet the needs of a limited number 
of entrepreneurs. Most financial services reach small enterprises rather than microenterprises. except for 
BCP and CNCA. Both subsidize interest rates, which constrains expansion of Jending. Most training 
is focused on production skills, and excludes business-skins training and upgrading for existing 
entrepreneurs. Management assistance focuses on new businesses, leaving gaps in help for ongoing 
management, technology, and marketing. 

MASA is most active in micro enterprise support, but government is not an effective vehicle for 
assisting the private sector. The Chambers of Commerce and Anisanat tend to represent larger 
businesses, but have potential to support microenterprises. PVOs and NOOs have the best capacity to 
reach marginalized groups, but have little experience with micro enterprise assistance and no experience 
with microcredit in Morocco. All agencies are constrained by staff shonages for labor-intensive 
organizing activities. None of the programs are financially self-sustaining in their present form, which 
is based on grants, subsidized loans, or free services. 



ANNEX D 

Institutional Analysis 
" 

from 
Morocco: Assessment of Programming qptions for ~croenter,prise Development 

GEMINI 
November 1992 



PART THREE 

CONSTRAINTS TO :MICROENTERPRISE GROWTH 

IN MOROCCO 

EXECUTIVE SlJ1\.1l\.fARY 

The principal constraint to microenterprise development in Morocco is a shonage of credit for 
working capital finance. The lack of sufficient collateral for this type of credit means that any program 
estabiished to address this constraint should be based on noncollateralized lending practices. A second 
fin:mciai constraint is the limited sources of finance for the purchase of equipment that would increase 

-~ productiyity or improve product quality. Finance is currently available for new business venrures under 
the leunes Promoteurs program. but only a few progr~ exist to finance the short-term credit needs of 
existing microenterprises. 

. 
Other nonfinancial constraints to microenterprise development include a lack of knowledge of 

basic business skills such as accounting, marketing, and general management. Although a considerable 
number of programs exist to impart basic production skills and (to a lesser extent) to upgrade those skins. 
there is a lack of institutions providing training in basic business skills to existing microenterprises. In 
addition. the absence of effective advocacy groups to promote micro enterprise development in policy and 
regulatory forumS leads to inequities of treatment in theses areas. panicularly in tax treatment. 

Constraints specific to women entrepreneurs, such as traditional attitudes toward women, legal 
Iimiutions on creating a business without a husband's permission, and widespread illiteracy and I~i~ed 
educationai opportunities for women, were mentioned in a previous USAID study of women-run 
enterprises. This was corroborated by key individuals providing services to enterprise development 
inter .... iewed by the GEMINI team. 

FINANCIAL CONSTRAINTS 

Tr.e key fin3llcial constraint for microenterprises is the same as that for SMEs in Morocco -
shc~~ge of credit for working capiul. Contrary to SMEs, however, micro enterprises generally have few 
workbg 1SSets or inventories that could be used as substitutes for collateral. Therefore, the Working 
Asset Liquidity Facility being developed by the NED project will not be of value to most 
mi croemerprises. 

Like most microenterprises worldwide, Moroccan microenterprises require noncollateralized 
lending for the most pan (except in the case of medium-term loans when machinery or other assets can 
serve as .:ollateral). The experience of the Societe de Cautionnement Mumel des Anisans de R:s 
(SOCAMAF). a mutual guarantee society composed of 1,500 anisans, reveals that more than 75 percent 
percent of th: loans for which it has provided guarantees are for less than DH20,OOO and are for working 
capital with terms of one year or less. The experience of the SCM of artisans in Marrakech' has been 
similar. 



It is clear from previous studies performed for USAID and from interViews the GEMINI team 
conducted with artisanal and financial institutions that demand for microemerprise credit far outstrips 
supply. Although some innovative schemes have recently been developed, what is needed is a delivery 
system that can address effectively the credit needs of microenterprises in Morocco on a large scale. 
Discussions with Moroccan financial institutions revealed that their main reticence to provide credit to 
microenterprises was caused by the high transaction costs for these relatively small loans and the 
consequent low profitability to the banks. Various microente1'prise credit programs funded by A.I.D. and 
other donors in· other pans of the world have shown that properly designed credit programs can meet the 
needs of microenterprises and lower these transaction costs so that loans to this sector can be profitable 
to banks. Morocco has many positive elements in its banking and microenteIprisc'suppon services that 
could lend suppon to a similar program here. 

NONFINANCIAL CONSTRAINTS 

MANAGERIAL AND BOOKKEEPING SKJI·v; 

Visits to micro enterprises and with persons who know the anisan sector well revealed a lack of 
managerial and bookkeeping skills among microenteIprises. Most microentrepreneurs only do enough 
financial accounting (this is frequently done in their heads and not written down) to assure themselves 
that they are making a profit on their activities. Their ability to recognize and monitor variable and 
hidden costs is extremely limited. In fact, the government employs a tax system (the JorfaJ.t and DNR 
- see previous section) that recognizes that small and microenterprises rarely keep good financial books. 
The implementation of that law can penalize microenterprises since the jorfait system often does not 
recognize that cash flows for microenterprises can vary. Consequently. a microentrepreneur will 
sometimes have to pay aJorfait tax based on last year's profits when current profits are down. 

Managerial skills that permit a microenterprise to recognize and overcome constraints in their own 
,businesses is limited. Most training for anisans has concentrated on production skills rather than general 
business skills. This has led to a situation where the products being fabricated or services being delivered 
are of good quality; but the ability of the microenterprise to plan for the fumre and to manage its inputs 
(raw materials, labor, and finance) is limited. 

This is clearly an area for any project that assists microenterprise development to explore. A 
system of providing training and technical assistance to improve the general business skills of 
microentrepreneurs should be included in any project designed to assist in their development. Programs 
can be found in other pans of the world that are making good strides toward mjnimizing the subsidies 
required for this type of assistance. Ally program to deliver this type of assistance should analyze those 
approaches 'for their adaptability to the Moroccan context.. 



1\IARKETING SKILlS AND DISTRIBUl'ION SYSTEM 

Several persons familiar with the microenterprise sector identified both marketing skills and 
problems with the distribution system as potential areas for attention in a microenterprise deveJopment 
project. 

The marketing-skills issue is easier to address than the distribution system. Although many of 
the anisans interviewed had a good market - in other words, had sufficient customers to keep them in 
business - they did not always have the wherewithal to recognize changes in the marketplace and to 
adapt to those changes. This ties in with the business skills training in the previouS section and is typical 
of microemerprises in many parts of the world. Artisans tend to produce what they have always 
produced and are often slow to adapt to new demands. An example given the team in Fes was the failure 
of leather anisans to design new men's wallets that were smaller and more adapted to today's fashions. 
These artisans still produced wallets with larger compartments for paper money than are needed with 
loday's smaller Dirham notes. Although competition tends to eliminate those business~1hat do not adapt 
to the times (and this is not necessarily a bad thing). there appears to be a need for training and assistance 
to anisans to adapt to new market demands. 

On the issue of distribution systems, various stories were related to the team regarding perceived 
failures in marketing of the products of microenterprises and the artisanaI sector. What was not clear, 
however~ was how these failures could be effectively overcome. For example, some persons lamented 
the low price paid to artisans for their products vis-a-vis the middlemen who seJI to expon markets and 
retailers. Their suggestions for shon-circuiting the established systemS (through the formation of 
cooperatives or other marketing groups) did not always recognize the need for a thorough knowledge of 
the market and established linkages with the buyers, particularly for expon markets. Although there may 
be some ways of improving the distribution and marketing systemS for artisanaI products, more research 
needs to be done on a subsector basis to determine which interventions have a good chance of succeeding 
and which interventions might cause more harm than good. In the same breath, it is important to note 
that the team saw some good examples of how artisans banding together into cooperatives have actUally 
improved their ability to compete with larger established business within the domestic Moroccan market. 

POUCY AND REGULATORY ENVIRONMENT 

The policy environment for micro enterprises in Morocco is generally favorable. The Government 
of ~1orocco has promoted a strong private sector for many years and recent government policies and 
initiatives to encourage small enterprise development should be of assistance to microenterprises as well. 

. The regulatory and ta."( environment is not as favorable and has produced some inconsistencies 
in the appljcation of tax laws that can limit the profitability of microenterprises. For example, the system 
of estimating taXes on small businesses with limited financial accounting systems is prone to uneven 
assessments of business activity and to rent.;seeking behavior on the part of individuals who perform these 
assessments. On the other hand, it is relatively easy to become registered as a business through the 
acquisition of a numero de parente. Consequently, there are relatively few unregistered micro enterprises 
in Morocco. 

The avenues for providing input on policy and, more imponantly. regulatory reform are limited 
for microenterprises. Most trade associations are dominated by large enterprises. Even the Chamber of 
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ANNEX E: Economic Anal.ys:Ls 

The economic analysis of the Morocco Microfinance Project (MFP) is based on 
the critical assumption that its activities will result in an increase in 
borrowers' income. This assumption is subsumed by any credit activity. 
Subsequent assumptions are made with regard to the average increase in 
borrowers' income and the mean size of microenterprises in the country. The 
life of project (LOP) is projected to be eight years. 

1. Assumpt:Lons: 

The mean size, in te~ of income, of microenterprises was estimated at about 
$1,600 in 1988 (Direction de la Statistique, Enquete Rationale sur les 
Entreprises Ron Structurees Localisees). Desp~te its l~ts, th~s study is the 
only ava~lable source on ~croenterpr~ses in Morocco. The MFP is targeting 
almost the same population, i.e. small enterprises already established (i.e. 
tllocaliseestl). In the absence of more recent data on this aspect of 
microenterprises, $1,600 will be used as the base case in this analysis, but 
its sensitivity to an increase in the average size will be discussed. 

Regarding the benefits, a USAID micro finance program conducted in Egypt 
claimed 36% as an average increase in borrowers' income. A more conservative 
figure will be used in this analysis: 30% will be taken as the baseline and 
the impact of lower increases (e.g. 25% and 20%) will be discussed. 

As mentionned in the activity description, the MFP intends to create two 
Microfinance Units (MFU). Each MFU will provide micro credit through several 
Private Microfinance Companies (PMC), for better geographical coverage. Five 
PMC'S by MFU will be necessary to achieve the objective of a minimum of 10,000 
beneficiaries. Consequently, a total of ten PMC's will be created. A timely 
distribution of the PMC creation, taking into account the work load and 
implementation lags during the initial phase of the project, is the following: 

Table 1: 

Years 

PMC creation 

Cumulative # 

1 

o 
o 

2 

1 

1 

3 

2 

3 

4 

3 

6 

5 

4 

10 

6 

o 

10 

7 

o 

10 

8 

o 
10 

In each PMC, five loan qfficers will provide services to micro-enterprises. 
Thus, by the end of the project, the actvity will be handled by 50 loan 
officers. It is reasonable to assume that their capacity of handling loans 
will follow a learning curve. Then, given the objective of the project to 
reach an average 200 loans per officer, the following assumption is made 
regarding the number of loans per officer, according to the length of their 
activity: 

Table 2: 

First year of activity: 
Second year of activity: 
Third year of activity and later: 

100 loans 
200 loans 
250 loans 

MFA 
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A 5% inflation rate is used to calculate the net present value of costs and 
benefits. This percentage is the average cost of living index for the past 
three years. This is a conservative assumption since inflation is projected by 
the Government of Morocco to slow down in the coming years, as a result of the 
implementation of several policies, including foreign trade liberalization and 
financial sector refor.m. 

2. Anal.ys:i.s: 

2.1. Costs: 

The total cost of the project is estimated at $15 million. This amount is 
split into $4.5 million as a collateral fund for the establishment of the ten 
PMC's, $1.0 million for MFa operating expenses, and $9.5 million in technical 
assistance (contract, USAID support and evaluation services). LOP disbursement 
requirements are summarized in table 3 below (for justification of this plan, 
see Financial Analysis Section). 

Table 3: 
($000) 

Year 1 2 3 4 5 6 7 8 

Collateral Fund 0 300 300 1,000 1,300 1,300 300 0 
MFa Opere Expenses 125 225 150 300 100 50 50 0 
Technical Assistance 1,375 
965 

1,610 1,085 1,235 1,145 1,280 805 

Total Costs 1,500 2,135 1,535 2,535 2,545 2,630 1,155 965 

2.2. Benefits: 

The distribution of loan officers according to their average number of loans 
(table 2) and the creation of PMC's (table 1) is infered as follows: 

Table 4-a: 

Year 1 2 3 4 5 6 7 8 

It of loan officers at: 
- 100 loans 0 5 10 15 20 0 0 0 
- 200 loans 0 0 5 10 15 20 0 0 
- 250 loans 0 0 0 5 15 30 50 50 

Total It of loan officers 0 5 15 30 50 50 '50 
50 

However, for several reasons, it is overly optimistic to assume that all loan 
officers will achieve their individual goal of 250 loans per year and maintain 
it over time. Among these reasons, the uncertain nature of economic activity 
and differences in local conditions may influence the ability of some loan 
officers to achieve their individual goal. In addition, it is reasonable to 
suppose that PMC's staff will be subject to turnover, which implies that a few 
loan officers will always be in the learning curve. Consequently, a different 
distribution of loan officers according to the number of loans completed could 
be proposed, which still meets the target of 10,000 beneficiaries: 

MFA 
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Table 4-b: 

Year 1 2 3 4 5 6 7 8 

# of loan officers at: 
- 100 loans 0 5 10 15 20 10 10 10 
- 200 loans 0 0 5 10 15 20 20 20 
- 250 loans 0 0 0 5 15 20 20 20 

Total # of loan officers 0 5 15 30 50 50 50 50 

Consequently, the number of loans, i.e. beneficiaries, will be the following: 

Table 5: 

Year 

Total # of 
beneficiaries 

1 

o 

2 3 

500 2,000 

2.3. Internal Rate of Return: 

4 5 6 7 8 

4,750 8,750. 9,250 10,000 10,000 . 

Thus, based on an average sale of $1,600 and a 30% increase in borrowers' 
income, total benefits for the LOP will reach $21.72 million (see table 6, 
Base Case). Net benefits will turn positive in year five and the total net 
benefits will reach $7,080,000 during the LOP, representing a total Net 
Present Value, for an inflation rate of 5%, of nearly $4,350,000. The Internal 
Rate of Return (IRR) was computed at 16.1%. 

3. Sensitivity Ana1ysis: 

The model shows a certain sensitivity to changes in basic assumptions, i.e. 
the size of microenterprises, in terms of total sales, and the expected 
increase in borrowers' income. A negligible sensitivity to inflation was also 
detected. 

Regarding the size of microenterprises, a realistic guess would be that the 
average size has. increased, because the Moroccan economy has also grown since 
1988, the year the source survey was conducted. Then, a minimal proposition 
could be to convert the 1988 size into current prices, to take inflation into 
account. From 1989 to 1994, the inflation rate in Morocco was the following: 

1989 
1990 
1991 
1992 
1993 
1994 

3.1% 
6.7% 
8.2% 
4.9% 
5.2% 
5.1% 

MFA 



Moroc,co Microfinance Project 

BASE CASE: 

ofPMC's 
Fund 

1 Average Total Sales: 
2 Increase in Income: 

i.e. : 

1 

0 

2 

1 
0 300,000 

Operating Expenses 125,000 225,000 
echnical Assistance 1,375,000 1,610,000 

1,500,000 2,135,000 

:.~}~{ i?t~,' ':~l:; ',< ' 
". j ~,~ f •• ~~~.t, 

'1;' I, < n"j: ~ 

0 5 
0 0 
0 0 

# of Ben&ficiaries 0 500 

0 240,000 

ECONOMIC ANALYSIS 

$1,600 per microenterprise 
30% 
$480 per borrower 

3 

3 
300,000 
150,000 

1,085,000 

4 

6 
1,000,000 

300,000 
1,235,000 

5 

1 
1,300,000 

100,000 
1,145,000 

6 

10 
1,300,000 

50,000 
1,280,000 

Table 6 

7 

10 
300,000 

50,000 
805,000 

8 

10 
o 
o 

965,000 

1,535,000 2,535,000 2,545,000 2,630,000 1,155,000 965,000 

10 
5 
o 

2,000 

15 
10 
5 

4,750 

20 
15 
15 

8,750 

, 

10 
20 
20 

10,000 

10 
20 
20 

10,000 

10 
20 
20 

10,000 

10 
4,500,000 
1.000,000 
9,500,000 

15,000,000 

10,000 

960,000 2,280,000 4,200~000 4,800,000 4,800,000 4,800,000 22,080,000 

I'~Wf!!~!l!~{.jl'JI,,",l?~r ~:')>-~!J':' ·r~1.500.000 :: .. 1,895.000 ,'Z ': -575.000 !~:;2551000';' 1,655;000 2,17~.000 3,645,000 3.835.000': '. t.OBo,bob 

-,i?r,seht Value-: . ,,\~, ~,;·,i;.1~600.000 " .. 1.800.250 I -618,937 -218,631 1,348,008 '1,679,105 2,679,410 2,678,124 '. 4i34tMI28 

IRR= 

............ ___ •••• .c' 





Morocco Mlcrofinance Project ECONOMIC ANALYSIS 

WORST CASE: 1 Average Total Sales: 
2 Increase in Income: 

i.e. : 

. $1,600 per microenterprise 
20% 
$320 per borrower 

YEARS 1 

Number of PMC's 0 
Collateral Fund 0 
MFU Operating Expenses 125,000 
Technical Assistance 1,375,000 

TOTAL COSTS 1,500,000 

q;;~Eliltsiliib~f~~V(o~f\:'f ': '.;:,: i. ,::';' -,.' , 
• ..._ _ ~... " ,'"'" l- I' \ I .... 1

1 ¥''1.:'.'( 'f <~", 

# Officers at 1 00 loans/year 0 
, # Officers at 200 loans/year 0 

# Officers at 250 loans/year 0 

2 

1 
300,000 
225,000 

1,610,000 

2,135,000 

i' ; . 

5 
0 
0 

3 

3 
. 300,000 

150,000 
1,085,000 

1,535,000 

10 
5 
o 

Total # of Beneficiaries 0 500 

TOTAL BENEFITS 0 160,000 

2,000 

640,000 

N!;.Mi~~!lt$.~~~,';~,t.: '." ~:" -' .. 1 ;500.000 i ;.1 .975.000 ~l ;"',:\ :.IJ95,000, 

Net,Preseilt .\Ialue . . -1,500,000 -1,876,250 . -807,738 

IRR= 

4 

6 
1,000,000 

300,000 
1,235,000 

2,535,000 

15 
10 
5 

4.750 

1,520.000 

~1i015,OOO 

-870,236 

-6.0,,1 

5 

1 
1,300,000 

100,000 
1,145,000 

2,545,000 

20 
15 
15 

8,750 

2,800,000 

255,000 

207,699 ' 

Table 8 

6 7 

10 10 
1,300,000 300,000 

50,000 50,000 
1,280,000 805,000 

2,630,000 1,155,000 

10 10 
20 20 
20 20 

10,000 10,000 

3,200,000 3,200,000 

570,000 2,045,000 

441,055 1,503,263 

8 

10 
0 
0 

965,000 

965,000 

10 
20 
20 

10,000 

3,200,000 

2,235,000· 

1,560,784 

TOTAL 
lOP 

10 
4,500,000 
1,000,000 
9,500,000 

15,000,000 

10,000 

14,720,000 

-28b,000 

~1,341i422 



When applied to the average size of $1,600 in 1988, the average size in 1994 
would become equal ~o about $2,200. Thus, this amount was taken as the best 
case scenario (table 7), and intermediary levels of $1,800 and $2,000 were 
also computed. 

For the expected increase in borrower's income, the 30% retained in the base 
case may not be reached. Thus, lower increases were tested. The model shows 
that, for a gain of only 20% in borrowers' income (see Table 8, Worst Case), 
the IRR is negative (-6.0%). It is almost nil for an average size of $1,800 
(0.3%), slightly positive for an average size of $2,000 (6.1%) and acceptable 
for an average size of $2,200 (11.3%). 

The resulting IRR's of these different scenarios are summarized in table 9 
below. 

Table 9: 

Increase 
in Income 

20% 

$1,600 

':." 

. ..... ::: 

25% ... : Ga.%'· ... :>:: 
", ..... .' .... ;.~ . 

30% 16.1% 

Average Total Sales 

$1,800 $2,000 $2,200 

..... .. :.:.: ... : .... : .... 
.O.~.3.%·.:···: .. ·<:6.~li:· 11.3% 

.... :.: ...... ?:.:.:: 

12.5% 18.4% 23.8% 

22.7% 28.8% 34.5% 

For each considered sale average, the above table shows a minimUm increase in 
income to be achieved for the viability of the microfinance activity. For 
instance, if further surveys of the target population show an average turnover 
of $1,600, the borrower must achieve an increase in income of at least 30%. If 
the average turnover is closer to $2,200, the required increase in income may 
fall somewhat below 25%. 

Two "frontier cases" could be defined (double-outlined in table 9). They are 
represented by two variable couples [$2,200-20%] and [$1,800-25%] (see tables 
10 and 11). At 11.3% and 12.5%, these two cases are very close to the 
opportunity cost of capital (12%) which was determined by the World Bank for 
project funding in Morocco. 

4. CODC~US:i.on: 

The economic analysis of the microfinance project shows, in most cases, good 
internal rates of return. However, the projections are highly sensitive to the 
average size of Moroccan microenterprises in terms of total sales, and to the 
expected increase in the beneficiary's income as a result of borrowing. 

Specifically, the base case scenario of the economic analysis (average sales 
equal to $1,600 and 30% increase in borrowers' income) shows a good 16.1% 
internal rate of return. 

Nonetheless, future data collection on target clients must be focused on their 
average size and the expected increase of income. If collected data show a 

MFA 



pattern close to one of the four couples (shaded in table 9) [$1,600-20%], 
,[$1,600-25%], [$1,800-20%} or [$2,000-20%}, the Mission should reconsider the 
entire activity. If collected data collected are closer to the two nfrontier 
casesn, the project will still be viable, but particular attention (eventually 
supported by specific incentives) should be devoted to loan officers to help 
them achieve or even exceed their target of about 250 loans per year. This 
will increase the total number of beneficiaries and consequently, help to 
achieve,a higher rate of return. 

In all other cases, the economic return of this project could be considered as 
good to very good. 

.,. . 

. . 

MFA 



Morocco Microfinance Project ECONOMIC ANALYSIS Table 10 

FRONTIER CASE 1: 1 Average Total Sales: . $2,200 per microenterprise 
2 Increase in Income : 20% 

i.e. : $440 per borrower 

YEARS 1 2 3 4 5 6 7 8 TOTAL 
LOP 

~QS ~ slft;t!f,W'Y'>F '," T 'tp""" . ......I·~· t t ., , in'\ , 

Number of PMC's 0 1 3 6 1 10 10 10 10 
Collateral Fund 0 300,000 300,000 1,000,000 1,300,000 1,300,000 300,000 0 4,500,000 
MFU Operating Expenses 125,000 225,000 150,000 300,000 100,000 50,000 50,000 0 1,000,000 
Technical Assistance 1,375,000 1,610,000 1,085,000 1,235,000 1,145,000 1,280,000 805,000 965,000 9,500,000 

TOTAL COSTS 1,500,000 2,135,000 1,535,000 2,535,000 2,545,000 2,630,000 1,155,000 965,000 15,000,000 : 

QiaN,i;F'TS ~m'!f' '1.' 

# Officers at 100 loans/year 0 5 10 15 20 10 10 10 
# Officers at 200 loans/year 0 0 5 10 15 20 20 20 
# Officers at 250 loans/year 0 0 0 5 15 20 20 20 

,Total # of Beneficiaries 0 500 2,000 4,750 8,750 10,000 10,000 10,000 10,000 

TOTAL BENEFITS ° 220,000 880,000 2,090,000 3,850,000 4,400,000 4,400,000 4,400,000 20,240,000 

M'f~~EfjEF.lts~;,~<'·,,: ,: ~ ,~1,-_ ... " 'M .... , ' • 
.:.1;500,000 ;.1,915,000 ':~", -655,000 -445,000 1.305,000 1,770,000 3,245,000 3,435,000 5,240,O«lU 

Nei'Presant V.iLia " -1,500,000 .1,819,250 . ...: '.591,138 -381,632 1,062,931 1,369,592 2,385,373 2,398,789 2;924,765 

IRR= 11.3~1 

," 6'3 
~~~.::.4,-:;; .. ~,:::~·~;:·.r~~r: 



Morocco Microfinance Project 

FRONTIER CASE 2: 1 Average Total Sales: 
2 Increase in Income: 

i.e. : 

YEARS 1 2 

ECONOMIC ANALYSIS 

. $1,800 per microenterprise 
25% 
$450 per borrower 

3 4 5 

Table 11 

6 7 8 TOTAL 
lOP 

Q 0 ~.. :~~i ).vr; ..... i'1tu?~t:1.;f;'" ~!. 
_, , , ,r • '.(' '~;" T~r· ... ~,,: •. \1 1IJ,'~[;l!!~'W"'."!iI~ll':t'.6:~~m!!ofiQ~ .. 'llif~'ff· ~~-·"ffm:~n".!'" ,~" ","" "<t" , .... "' • .oJ' ., .. n"-" .,~., 

f ~~j t ~ .. ~.t ~~-;:Ji~~J:1!'U~·~f.\fL t~1!"~;.r4~1"1t,..,·t1,~(~,!;;~"i!?l~fA~~.;!!;~tf?~j:f1\·~~: ~:'~.:;{t-t:'!',r~..:!.·:' M··~.~,A '~·"(r·"J.· 
l • .:6,' < .,", •• ' ,t. 1. • #0, ' " , ' !(l' .' .'.... ." • ,< r ~ • • • • < ~'" r t. • I, r... , . 

, .. ,-, 'I'~ ",','," A' "F' 'fl'" ,-:t\"" ' .. -,'1:")-"11 " 
1" l,~'¥'(~' ,~~:): .;)~ ,··t~:1~t ~~f '~):·~r;t~~~::.~~ ... 1 

Number of 'PMC's 0 1 3 6 1 10 10 10 10 
Collateral Fund 0 300,000 300,000 1,000.000 1,300,000 1,300,000 300,000 0 4,500,000 
MFU Operating Expenses 125,000 225,000 150.000 300.000 100,000 50,000 50,000 0 1,000,000 
Technical Assistance 1,375,000 1,610,000 1,085,000 1,235,000 1,145,000 1,280,000 805.000 965.000 9,500,000 

TOTAL COSTS 1,500,000 2,135.000 1.535.000 2.535.000 2.545,000 2,630,000 1,155.000 965,000 15.000.000 

I.EBIElljD~I."'lf"'ry,·":I1~r '1\" '01'" "-," .,' '-.''' '-0 ,r ' .. " . _. :f -. j. ".1'"<1 ~T'~ .¥'?t- ~·tl~~~'.\i1.~~,'r~~· J:<::t{~:<.~ }", .! • • •• ,' " " 

,# Officers at 100 loans/year 0 5 10 15 20 10 10 10 
# Officers at 200 loans/year 0 0 5 10 15 20 20 20 
# Officers at 250 loans/year 0 0 0 5 15 20 20 20 

Total # of Beneficiaries 0 500 2,000 4.750 8,750 10,000 10.000 10.000 10,000 

TOTAL BENEFITS 0 225,000 900,000 2.137,500 3.937,500 4.500.000 4,500,000 4,500,000 20.700,000 

W;nttI;NEfJjs'I:~F!' - . ',' ':;:'1,600;000':' :.1,910,000 r;:n;'~~35,OOO"" '0.397i600 :1,392,600 1t87~,000 3,345,000 3,535;000' 6,100,boo 

Net·~te8iht Value ,;" , -1 ;500,000 -1,814,600' :,~ -573,088 .; '-340,807 1.134,200 '1,44&,970 2,458,882 2,468,622 3j280i281 

_'RR::: 12.5%1 

hI 
~;;~"~"~:!;i!';': :~.:,,' 
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ANNEX 1': bv:i.:r:onmantal analys:i.s 

Because of the small nature of the individual loans to clients, it is expected 
that there will be little, if any, impact on the environment. One potential 
secondary impact of this activity, however, may be that, as environmental 
awareness grows, more microentrepreneurs may become involved in activities 
which alleviate environmental problems on the local level -- such as 
specialized garbage collection, small scale recycling, etc. 
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Life of Project 
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Mission Environmental Officer's 
Concurrence 

Deputy Mission 
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Decision of Environmental 
Coordinator, Bureau for 
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Morocco 

Microente~prise Finance 
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project Number 6Q9-0218 

USAID $15 million 

a years: Fy 95 - 03 
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Signature~~ 

Alexander -Shapleigh \" 
Chief, Private 
Sector Office 
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Signature ~._ 
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-S-ignature 
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DATE: 

FROM: 

OCTOBER 3, 1994 

Rick Scott, Mission Environmental Officer (MEO) , 
USAID!Morocco 

SUBJECT: Morocco - Micrenterprise Finance Project (608-C218) 
Approval of Categorical Exclusion from USAID 
Environmental procedures ----

ISSUE 

Your approval of a categorical exclusios determii1.~tion for the 
subj ecc proj ect -rs-requested. ___ _ 

lTgcka"~ung -- -

Tl.~ MfP Project consioto of two components. The firs"t" 
component is microcredit institution building and the second is 
microenterprise policy analysis. In the first component, USAID 
funds will be p~ded for the development of two independe~~, 
private entities, legally established to provide credit to 
microenterprise·clients. These lending institutions will located 
~n two different areas of the country and will be linked to 
commercial banks following-models pioneered in E~lPt and in Latin 
America. It is envisaged that when capitalized at a planned $8 
milli~ a minimum of 5,000 microenterprises should be receiving 
support at any given time. The ultimate project objective is that 
,these credit institutions will be financially viable, with revenues 
exceeding all costs with an adequate reserve (profit) ~emaining. 

The second component will include scudies, analyses, 
workshoDs, and research about the microenterprise sec~or in the 
country: These activities will lead to policy recommendations to 
the GOM which USAID believes will simplify access to credit for 
microenterprise. 

Discussion :-

The proposed ~ject is entirely within one of the categories 
listed in paragraph (c) (1) , "Categorical Bxclusions, II of Section 
215.2, "Applicability of Procedures, If of Title 22 kf'R Part 216, 
lTAID Environrr.ental Procedures. II Pursuant :0 22 CFR 21.6,2 (c) (3), 
the Chief of the Private Sector Development Office, USAID/Morocco, 
has determined that the proposed project is fully within the 
following class of actions: 

Support for intermed-ia't.e credit institutions when the 
objective is to assist in the capitalization of the 
institution or part thereof and whe~ such support does 

..not involve reservat:!.on of the right to review and 



." -" -,I 
," 

" 

approve individual loans made by the institution. [22 CFR 
216.:Z (0) (~) (X)] 

P\!rSi..tant to 22 CFR 21.Ei. 2 (c) (2) I the proposed project is 
categorically excluded from further envirc..nmental review. As per 22 
CFR 216 ~2. (c) (1) I !leith~r 'an initial environmen.tal exarn,inat:'on nor 

,an environmental assessmant is xequire~ for activities that are 
determined to f311 within on of che categories listed in~2 CFR 
216.2(0)(2). 

Since, pursuant to 22 CPR 216'.2 (d) (2) (e) 1 categorical 
exclusions under 22 CFR 216.2 (c) (2) are not:: applicable to 
assistance for the procurement or use of pesticides, a coven~nt or 
conditiQn~reced~n~ shall be includecr in the appropriate.project 
agreement (a) - - .:.~, tne--Proj ect "Agreement I grant agreem-e:lt I 
cooperC:l':iv:e-a.gre~leI1t and,t.or ~oan agreemen.t (s) -- stating c:lea~ly 
that USA!D funds provided under this ~r:eement shall not be used 
for the procurement or use of pesti'cides. 

AUTHQRITY 

AID En'l:ironr.lental Procedures iH Proc,=du!"es in 22 CPR 216.2 (c) 
(3) state t!lat a c:at60'cric:al exclusion determination shall be 
reyiewl!d by the Burea.'.l Environmencal Coord~nator in th~me manner 
as a Threshold Dec~sion under 22 CFR 216.3 (aJ (2). You may 
signify your concurrence with the for~going decermination by 
eigning in the space below .and on t~e' attached Re:ord of 
categorical Exclusion. 

RECOMMENDATION 

That you concur with determi~ation of cateqczical exclusion 
from A1:0 Enviror..tr.enta1 Procedures for the iJSAID/tv1orocco 
Microence=~~ise Finance Project. 

DJkS£ : 

Cleara:'lcc: 

J:-tra:sky: O/OI" ~t?i~r 
MFal."!::man: OrR ~ 



I ACTIVITY 
1. TECHNICAL ASSISTANCE . 
A. Long-Term T A 
B. Short-Term T A 
C. Local Office Support 
D. EquiQment 
R Training 
F. Policy Sub-Contract 
G. MFU Sub-Contract 

SUB-TOTAL 

2. USAlO SUPPORT 
3. EVALUATIONS 
4. AUDITS 
5. MICROENTERPRISE COLLATERAL FUND 

SUB-TOTAL 
6. CONTINGENCY 

USAIDTOTAL 
7. HOST COUNTRY CONTRIBUTION 

PROJECT TOTAL 

66' 

MFA ILLUSTRATIVE EXPENDITURE BUDGET (-m64:1) 
(in $,000'5) 

FY96 FY97 FY98 FY99 FY2000 FY2001 FY2002 

200 420 441 463 486 511 268 
188 197 207 218 229 240 252 
45 95 100 105 Ito 116 61 

150 87 
. 53 SS 58 61 64 
263 276 289 304 319 335 
158 330 261 183 192 101 

583 1,186 1,409 1,481 1,373 1,442 1,017 

20 42 44 46 49 51 54 
67 78 

47 50 52 55 57 60 63 
50 300 1,050 1,500 1,300 300 

650 1,395 1,805 2,632 3,057 2,853 1,434 
58 124 160 233 271 253 127 

708 1,519 1,965 2,865 3,328 3,106 1,561 
27 181 232 387 672 930 1,188 

735 1,700 2,197 3,252 4,000 4,036 2,749 

FY2003 

265 

265 

56 
90 

411 
37 

448 
1,550 

L928 

TOTAL 

I 

2,789 
1,796 

632 
237 
291, 

t,}86 
1225 

~,756 

362 
235 
384 

4,500 

14,237 
1,263 

15,500 
5,167 

2~§§'7 

;~"::: _ "$:f:!:. 

f 
~ 
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ANNEX G: Financ:f.al Plan: 

Illustrative Budget Notes 

The following assumptions were used to develop the detailed budget shown in 
table 1: 

1. Technical Assistance ... . 

A. Long-Term TA - Long Term TA consists of an estimated two persons at 
$200,000 pa each, starting half-way through FY 96 and ending half-way 
through FY 2002. An inflation factor of 5% compounded starting in FY 97 is 
applied. 

B. Short-Term TA - Roughly 15 person months per year is applied, with 
7.5 pm per year of local TA @$5,000 pm and 7.5 pm of third country US TA 
@$20,000 pm. FY 96 is therefore shown @$37,500 in local TA and @$150,000 in 
foreign TA. Starting in FY 97, a compounded inflation factor of 5% in 
applied. 

c. Local Office Support - Office operations and clerical staff costs • 
are estimated at $90,000 p.a., starting mid-FY 96 and continuing until mid-' 
FY 2002. The inflation factor is applied. 

D. Equipment - one vehicle, eleven computers and all ancillary 
equipment and software, office furniture, photocopy, telephone, files and 
such equipment needed to support long-term staff and a constant stream of 
consultants is estimated at $150,000 in FY 96 and roughly $75,000 in FY 99 
(inflated) . 

E. Training - Each active year from FY 97 through FY 2001, a training 
budget for workshops, seminars, formal courses, member orientation, 
conferences, public awareness and financial/accounting systems training is 
budgeted at $50,000 per annum, plus inflation. 

F. Policy SubcClntract - The budget assumes that a policy component 
subcontract is funded from roughly FY 97 through FY 2002 at roughly 
$250,000 per annum plus inflation. 

G. MFU Subcontractor(s) - Initial operating support for up to two 
microfinance units (MFO's) will be provided. First MFU to start in FY 97 
and the second in FY 98. Support for the first two years of each will be 
roughly $150,000 and then $75,000 pa for three years (with inflation). 

2. USAID Support - USAID support for locally hired PSC's (project 
assistant, secretary and financial analyst) are programmed at $40,000 
annually, starting in mid-FY 96 and continuing until FY 2003 (with 
inflation) . 

3. Evaluations - Major evaluations by outside consultants are planned for 
FY 97, FY 2000 and FY 2003. These will each cost roughly $64,000 (with 
inflation). OUtside the three major evaluations, additional annual impact 
studies are budgeted at $20,000 (from S-T TA). 

4. Audits - Annual audits for the MFU should be factored into the 
subcontract as recipient audits. USAID will contract for annual 
independent audits of the collateral fund, budgeted at $15,000 each from FY. 
97 to FY 2002 (with inflation). Contractor will be audited in the US as 
part of normal business operations and is not applicable. . 

MFA 



5. Microcredit Collateral Fund - Required resources, spread over seven 
years, are based on a series of assumptions - repayment rate, MFU growth, 
interest rate and administrative charges, operational costs. The figures 
shown do not include inflation and are used as loan guarantees. The 
amounts are $300,000 in FY 97, $300,000 in FY 98, $1,000,000 in FY 99, 
$1,300,000 in FY 2000, $1,300,000 in FY 2001, $300,000 in FY 2002 and nil 
in FY 2003 for a total of $4,500,000. 

6. Contingency - A contingency factor of 9t (actually 8.87t for rounding 
purposes) is used on all USAID-financed costs. The contingency may be used 
to accelerate the lending program, to augment sub-contracts or to increase 
the microcredit collateral fund. 

7. Host country Contribution - These consist of in-kind contributions 
(estimated at $5,667,000 over the LOP), interest income (on both loans and 
the collateral fund) and MFU's increasing contributions to operations. The 
in-kind is spread out fairly equally, but interest income increases sharply 
as the loan portfolio grows. 

TABLE 2: LOP OBLIGATION SCHEDULE 

Fiscal Obligation 
Year ($,OOOs) 

1995 $2,000 

1996 3,500 

1997 3,000 

1998 1,750 

Total USAID funding: 
Host country contribution: 
Total MFA funding: 

Financial analysis 

Fiscal 
Year 

1999 

2000 

2001 

2002 

$15,500,000 
5,167,000 

$20,667,000 

Obligation 
($,OOOs) 

$1,750 

1,750 

1,750 

° 

As with any other product on the market, pricing will be very important to 
the demand for microfinance services. Proposers will have tested demand 
for the product under their approaches, but several scenarios are offered 
here to show both the feasibility of sustainable small loan services and 
the importance of leveraging. Using the hypothesis developed by GEMINI 
(see Annex 1) for the size of one MFU branch office, several scenarios can 
be developed. In the first example below, loans are kept small throughout 
the LOP and no leveraging is envisioned until breakeven is reached at the 
end of Phase 3. In the second example, average loan size grows more 
rapidly and leveraging begins in the fourth year of Phase 2 at 1:1.25, 
increasing to 1;1.5 in the next year, and reaching 1:1.75 in the final 
year. 
The first table is based on assumptions similar to Table 3-E in the Annex 1 
GEMINI report. However, several changes have been made in light of more 
recent information on costs and revenues. The USAID-funded collateral is 
fully capitalized by Year 5 ($562,500), and no bank leveraging or 
reinvested reserves are envisioned until after PACD. Interest on this fund 
at 7.5t per year is counted as revenue. An inflation provision is added 
back into capital at 5' per year, deducted as operating expense. Non
expendable inventory is depreciated over five years rather than three. 
Financial officers handle 300 loans only in the last year of phase 3. 
Total charges on loans equals an annual interest rate of 30'. Cost of 
funds is defined as inflation and capital cost. Operations include 
expenses, depreciation, taxes and loss provision. A company tax on profits 
(40t), the value added "tax (7' on interest), annual operating license 
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loans only in the last year of phase 3. Total charges on loans equals an 
annual interest rate ~f 30%. Cost of funds is defined as inflation and 
capital cost. Operations include expenses, depreciation, taxes and loss 
~rovision. A company tax on profits (40%), the value added tax (7% on 
1nterest), annual operating license (based on company size) and stamp taxe~ 
(by transaction and amount) 'have been included in the operations costs. 
Operational self-sufficiency is achieved in the second year of Phase 2, and 
breakeven is reached with operations at 19% of average loans outstanding in 
the last year of Phase 3. 

Year Avg. Fin. Max. No. Avg. Loan Est Indiv Avg. 'Total 
Officer Loans Size Loan Loans 
Load Outstand. Outstand. Outstand 

1 150 750 $ 375 $ 188 $ 140,625 

2 200 1,000 475 238 237,500 

3 250 1,250 575 288 359,375 

4 275 1,375 675 338 464,063 

5 275 1,375 775 388 532,813 

6 300 1,500 875 438 657,000 . . 
Six-Year Breakeven Scenario for One MFU Branch (with declining percentage of 
loans at $300): 

Year Income Cost of Opera- Surplus Deficit Reserve 
Funds tions 

1 52,688 23,172 75,571 ° 46,055 0 

2 89,750 39,663 86,178 ° 36,091 O. 

3 134,764 59,296 98,745 0 23,277 0 

4 175,018 77 ,233 109,196 0 11,411 0 

5 206,620 92,457 118,387 0 4,224 0 

6 246,215 105,633 127,632 12,950 0 12,950 

In the second example, USAID-financed collateral for each MFU branch office 
is fully subscribed in the first three years of Phase 2, with subsequent 
leveraging as described above. Loan charges amount to an annual interest rate 
of 24%, with average loan size increasing from $375 in the first year to 
$1,550 in the sixth. Other assumptions remain as in the first scenario. 
Operational self-sufficiency is again reached in the second year, and 
breakeven is approached but not attained at the end of Phase 3 (with 
operations at 14% of the average of total loans outstanding). 
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Six-Year Breakeven Sqenario for One MFO Branch (with bank leveraging by 
year 4) : 

Year Income Cost of, Opera- Balance Deficit Reserve 
Funds tions 

1 44,250 23,172 76,695 -55,617 55,617 

2 98,025 51,288 92,358 -45,621 45,621 

3 175,114 92,134 112',346 -29,366 29,366 

4 227,557 117,673 130,238 -20,354 20,354 

5 266,985 136,998 144,045 -14,058 14,058 

6 329,778 167,540 165,089 - 2,851 2,851 

The activity must quickly cover operational costs (within two to three 
years of start-up) and should be very close to full self-sufficiency by 
Phase 3 (leveraging other funds and/or minimizing operational costs) . 

Disposition of the Collateral Fund at the PACD 

° 
° 
° 
° 
0 

° 

Leveraging of the collateral fund will begin as early as feasible, using 
performance and/or savings to increase the ratio of bank funds to Activity , 
collateral funds. However, it is anticipated that these funds will be 
needed encourage the leveraging process after the PACD. Consequently, the 
full amount or such part as is mutually agreed by the MiI;istry and OSAID as 
necessary will remain as a collateral fund supporting this activity. Six 
months before the PACD, if it is agreed by both parties that all or part of 
the fund is no longer necessary, the Government and OSAID will mutually 
decide on uses which are acceptable of those funds. If no use can be 
agreed upon, OSAID will apply the appropriate Standard Provisions, 
including Section B.3.(A). It is anticipated however that the ownership of 
the funds will pass to the Government of Morocco at the PACD and that the 
Government will continue to permit use the collateral for the same 
activity. 

MFA 
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lIJ:~OBllTBRPRl:SB :rDDBCB RESULTS PACDGB 
(608-0218) 

A. I. D. PROJECT STATUTORY CHECKLIST 

Introduction 

The statutory checklist is divided into two parts: 
5C(1) - Country Checklist; and 5C(2) - Assistance Checklist. 

The Country Checklist, composed of items affecting the 
eligibility for foreign assistance of a country as a whole, is to 
be reviewed and completed by AID/W at the beginning of each 
fiscal year. In most cases responsibility for preparation of 
responses to the country Checklist is assigned to the desk 
officers, who would work with the Assistant General Counsel for 
their region. The responsible officer should ensure that this 
part of the Checklist is updated periodically. The Checklist 
should be attached to the first PP of the fiscal year and then 
referenced in subsequent PPs. 

The Assistance Checklist focuses on statutory items that 
directly concern assistance resources. The Assistance Checklis,t 
should be reviewed and completed in the field, but information 
should be requested from Washington whenever necessary. A 
completed Assistance Checklist should be included with each PP; 
however, the list should also be reviewed at the time a PID is 
prep.ared so that legal issues that bear on project design are 
identified early. 

The Country and Assistance Checklists are organized 
according to categories of items relating to Development 
Assistance, the Economic Support Fund, or both. 

These Checklists include the applicable statutory criteria 
from the Foreign Assistance Act of 1961 C"FAA"); various foreign 
assistance, foreign relations, anti-narcotics and international 
trade authorization enactments; and the FY 1995 Foreign 
Assistance Appropriations Act ("FY 1995 Appropriations Act"). 

These Checklists do not list every statutory provision that 
might be relevant. For example, they do not include country
specific limitations enacted, usually for a single year, in a 
foreign assistance appropriations act. Instead, the Checklists 
are intended to provide a convenient reference for provisions of 
relatively great importance and general applicability. 

Prior to an actual obligation of funds, Missions are 
encouraged to review any Checklist completed at an earlier phase 
in a project or program cycle to determine whether more recently 
enacted provisions of law included on the most recent Checklist 
may now apply. Because of the reorganization and consolidation 
of checklists reflected here, such review may be particularly 
important this year. Space has been provided at the right of the 
Checklist questions for responses and notes. 
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5C(1) - COUNTRY CBECKLIS~ 

Listed below are statutory criteria 
applicable to the eligibility of countries to 
receive the following categories of 
assistance: (A) both Development Assistance 
and Economic support Funds; (B) Development 
Assistance funds only; or (e) Economic 
Support Funds only. . 

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE 
TO BOTH DEVELOPMENT ASSISTANCE AND 
ECONOMIC SUPPORT FUND ASSISTANCE 

1. Narcotics Certirication 
(FAA Sec. 490): (This provision applies 
to assistance provided by grant, sale, 
loan, lease, credit, quaranty, or 
insurance, except assistance relating to 
international narcotics control, 
disaster and refugee relief assistance, 
narcotics related assistance, or the 
provision of food (including the 
monetization of food) or medicine, and 
the provision of nonagricultural 
commodities under P.L. 480. This 
provision also does not apply to 
assistance for child survival and AIDS 
programs which can, under section 522 of 
the FY 1995 Appropriations Act, be made 
available notwithstanding any provision 
of law ,that restricts assistance to 
foreign countries, and programs 
identified in section 547 of that Act 
and other provisions of law that have 
similar notwithstanding authority.) If 
the recipient. is a "major illicit drug 
producing country" (defined as a country 
in which during a yeqr at least 1,000 
hectares of illicit opium poppy is 
cultivated or harvested, or at least 
1,000 hectares of illicit coca is 
cultivated or harvested, or at least 
5,000 hectares of illicit cannabis is 
cultivated or harvested) or a "major 
drug-transit country" (defined as a 
country that is a significant direct 
source of illicit drugs significantly 
affecting the United States, through 
which such drugs are transported, or 
through which significant sums of 
drug-related profits are laundered with 

Morocco is not an 
illicit drug 
producing country or 
major drug-transit 
country as defined 
under Sec.490 of the 
FAA 

... 
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the knowledge o~ complicity of the 
government) : 

(1) has the President in 
the March 1 International Narcotics 
Control strategy Report (INCSR) 
determined and certified to the Congress 
(without Congressional enactment, within 
30 calendar days, of a resolution
disapproving such a certification), that 
(a) during the previous year the country 
has cooperated fully with the united 
states or taken adequate steps on its 
own-to satisfy the goals and objectives 
established by the U.N. Convention 
Against Illicit Traffic in Narcotic 
Drugs and Psychotropic Substances, or 
that (b) the vital national interests of 
the United states require the provision 
of such assistance? 

(2) with regard to a 
major illicit drug producing or drug
transit country for which the President 

N/A 

has not certified on March 1, has the N/A 
President determined and certified to 
Congress on any other date (with 
enactment by Congress of a resolution 
approving such certification) that the 
vital national interests of the united 
states require the provision of 
assistance, and has also certified that 
(a) the country has undergone a 
fundamental change in government, or (b) 
there has been a fundamental change in 
the conditions that were the reason why 
the President had not made a IIfully 
cooperating ll - certification. 

2. Indebtedness to u.s. citizens 
(FAA Sec. 620(c): If assistance is to a 
government, is the government indebted No 
to any u.s. citizen for goods or 
services furnished or ordered where: 
(a) such citizen has eXhausted available 
legal remedies, (b) the debt is not 
denied or contested by such government, 
or (c) the indebtedness arises under an 
unconditional guaranty of payment given 
by such government or controlled entity? 



3. seizure ~f u.s. Property 
(Foreign Relations Authorization Act, 
Fiscal Years 1994 and 1995, Sec. 527): 
If assistance is to a government, 'has it 
(including any government agencies or 
instrumentalities) taken any action on 
or after January 1, 1956 which has the 
effect of 

nationalizing, expropriating, or otherwise 
seizing ownership or control of property of 
u.S. citizens or entities beneficially owned 
by them without (during the period specified 
in sUbsection (c) of this section) either 
returning the property, providing adequate 
and effective compensation for the property, 
offering a domestic procedure providing 
prompt, adequate, and effective compensation 
for the property, or submitting the dispute 
to international arbitration? If the actions 
of the government would otherwise prohibit 
assistance, has the President waived this 
prohibition and so notified Conqress that it 
was in the national interest to do so? 

4. Communist and other countries 
(FAA Secs. 620(a), 620(f), 6200; FY 
1995 Appropriations Act Secs. 507, 523): 

. Is recipient country a communist 
country? If so, has the President: (a) 
determined that assistance to the 
country is vital to the security of the 
United States, that the recipient 
country is not controlled by 
the international Communist conspiracy, 
and that such assistance will further 
promote the independence of the 
recipient country from international 
communism, or (b) removed a country from 
applicable restrictipns on assistance to 
communist countries upon a determination 
and report to Congress that such action 
is important to the national interest of 
the United States? Will assistance be 
provided directly to Cuba, Iraq, Libya, 
North Korea, Iran, Serbia, Sudan or 
Syria? Will assistance be provided 
indirectly to Cuba, Iraq, Libya, Iran, 
Syria, North Korea, or the People's 
Republic of China? Will assistance be 
provided to Afghanistan without a 
certification, or will assistance be 
provided inside Afghanistan through the 

No 

--

No 



Soviet-controll~d qovernment of 
Afqhanistan? 

5. Hob Action (FAA Sec. 620(j»: 
Has the country permitted, or failed to No 
take adequate measures to prevent, 
damaqe or destruction by mob action of 
U.S. property? 

6. OPIC Investment Guaranty (FAA 
Sec. 620(1»: Has the country failed to 
enter into an investment quaranty 
aqreement with OPIC? 

7. Seizure of u.s. Fishinq Vessels 
(FAA Sec. 620(0); Fishermen's Protective 
Act of 1967 (as amended) Sec. 5): (a) 
Has the country seized, or imposed any 
penalty or sanction aqainst, any U.S. 
fishinq vessel because of fishinq 
activities in international waters? 
(b) If so, has any deduction required 
by the Fishermen's Protective Act been 
made? 

8. Loan Default (FAA Sec. 620(q); 
FY 1995 Appropriations Act Sec. 512 
(Brooke Amendment»: (a) Has the 
qovernment of the recipient country been 
in default for more than six months on 
interest or principal of any loan to the 
country under the FAA? (b) Has the 
country been in default for more than 
one year on in~erest or principal on any 
U.S. loan under a proqram for which the 
FY 1995 Appropriations Act appropriates 
funds? 

9. Military Equipment (FAA Sec. 
620(s»: If contemplated assistance is 
development loan or to come from 
Economic Support Fund, has the 
Administrator taken into account the 
percentaqe of the country's budqet and 
amount of the country's foreiqn exchanqe 
or other resources spent on military 
equipment? (Reference may be made to 
the annual "Takinq Into Consideration" 
memo: "Yes, taken into account by the 
Administrator at time of approval of 
Aqency OYB." This approval by the 
Administrator of the Operational Year 
Budqet can be the basis for an 
affirmative answer during the fiscal 

No -, , 

No 

No 

Yes, this has been 
taken into account 

'by the Administrator 
at the time of 
approval of the 
Aqency's FY 95 OYB. 
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" 

year unless siqnif~cant chanqes in 
circumstances occur.) 

10. Diplomatic Relations with u.s. 
(FAA Sec. 620(t»: Has the country 
severed diplomatic relations with the 
united States? If so, have relations 
been resumed and have new bilateral 
assistance aqreements been negotiated 
and entered into since such resumption? 

11. U.B. O~liqations (FAA Sec. 
620(u»: What is the payment status of 
the country's U.N. obligations? If the 
country is in arrears, were such 
arrearages taken into account by the 
A.I.D. Administrator in determininq the 
current A.I.D. Operational Year Budget? 
(Reference may be made to the "Taking 
into Consideration" memo.) 

12. International Terrorism 

a. sanctuary and support (FY 
1995 Appropriations Act Sec. 529; FAA 
Sec. 620A): Has the country been 

No 

Morocco is up to 
date in its UN 
payments. 

determined by the President to: (a) No 
qrant sanctuary from prosecution to any 
individual or group which has committed 
an act of international ~errorism, or 
(b) otherwise support international No 
terrorism, unless the President has 
waived this restriction on qrounds of 
national security or for humanitarian 
reasons? 

b. Airport Security (ISDCA of 
1985 Sec. 552(b»: Has the Secretary of No 
State determined that the country is a 
high terrorist threat country after the 
Secretary of Transportation has 
determined, pursuant to section 
1115 (e) (2) of the Federal Aviation Act 
of 1958, that an airport in the country 
does not maintain and administer 
effective security measures? 

c. compliance with UN 
sanctions 

(FY 1995 Appropriations Act Sec. 538): 
Is assistance beinq provided to a 
country not in compliance with UN 
sanctions against Iraq, Serbia, or 
Monteneqro and, if so, has the President 

No 



made the necessary determinations to 
allow assistance to be provided? . 

13. Countries that Export Lethal 
Military Bquipment (FY 1995 
Appropriations Act Sec. 563): Is 
assistance being made available to a 
government which provides lethal 
military equipment to a country the 
government of which the Secretary of 
State has determined is a terrorist 
government for purposes of section 40(d) 
of the Arms Export Control Act? 

14. Discrimination (FAA Sec. 
666(b»: Does the country object, on 
the basis of race, religion, national 
or~g~n or sex, to the presence of any 
officer or employee of the u.S. who is 
present in such country to carry out 
economic development programs under the 
FAA? 

15. Nuclear Technology (Arms 
Export Control Act Secs. 101, 102): Has 
the country, after August 3, 1977, 
delivered to any other country or 
received .nuclear enrichment or 
reprocessing equipment, materials, or 
technology, without specified 
arrangements or safeguards, and without 
special certification by the President? 
Has it transferred a nuclear explosive 
device to a non-nuclear weapon state, or 
if SU9h a state, either received or 
detonated a nuclear explosive device? 
If the country is a non-nuclear weapon 
state, has it, on or after August 8, 
1985, exported (or attempted to export) 
illegally from the United States any 
material, equipment, or technology which 
would contribute significantly to the 
ability of a country to manufacture a 
nuclear explosive device? (FAA Sec. 
620E(d) permits a special waiver of Sec. 
101 for Pakistan.) 

16. Algiers Keeting (ISDCA of 
1981, Sec. 720): Was the country 
represented at the Meeting of Ministers 
of Foreign Affairs and Heads of 
Delegations of the Non-Aligned countries 
to the 36th General Assembly of the U.N. 
on sept. 25 and 28, 1981, and did it 

No 

No 

No 

Taken into account 
by the Administrator 
at the time of 
approval of the 
Agency FY 95 OYB 
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fail to disassociate itself from the 
communique issued? If so, has the 
President taken it into account? 
(Reference may be made to the "Taking 
into Consideration" memo.)' 

17. Military Coup (FY 1995 
Appropriations Act Sec. 508): Has the 
duly elected Head of Government of the 
country been deposed by military coup or 
decree? If assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
government has taken office prior to the 
resumption of assistance? 

18. Exploitation of Children (FAA 
Sec. 116(b»: Does the recipient 
government fail to take appropriate and 
adequate measures, within its means, to 
protect children from exploitation, 
abuse or forced conscription into 
military or paramilitary services? 

19. Parking Pines (FY 1995 
Appropriations Act Sec. 564): Has the 
overall assistance allocation of funds 
for a country taken into account the 
requirements of this section to reduce 
assistance by 110 percent of the amount 
of unpaid parking fines owed to the 
District of Columbia as of August 23, 
1994? 

B. COUNTRY ELIGIBILITY CRITERIA APPLICABLE 
ONLY TO DEVELOPMENT ASSISTANCE ("DA") 

Human Riqhts Violations (FAA Sec. 
116): Has the Department of State 
determined that this government has 
engaged in a consistent pattern of gross 

No 

No 

Parking fines are 
automatically 
deducted from the 
USAID/Morocco OYB, 
done as part of 
B.P.C. HDV5-95-
23608-KG13 .. 

violations of internationally recognized No 
human rights? If so, can it be 
demonstrated that contemplated 
assistance will directly benefit the 
needy? 

C. COUNTRY ELIGIBILITY CRITERIA APPLICABLE 
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF") 



Human Riqbt~ Violations (FAA Sec. 
502B): Has it been determined that the 
country has enqaqed in a consistent 
pattern of qross violations of 
internationally recoqnized human rights? KIA 
If so, has the President found that the 
country made such siqnificant 
improvement in its human riqhts record 
that furnishing such assistance is in 
the U.S. national interest? .. 

5C(2) - ASSZSTANCE CBECKLZST 

Listed below are statutory criteria 
applicable to the assistance resources 
themselves, rather than to the eliqibility of 
a country to receive assistance. This 
section is divided into three parts. Part A 
includes criteria applicable to both 
Development Assistance and Economic Support 
Fund resources. Part B includes criteria 
applicable only to Development Assistance 
resources. Part C includes criteria 
applicable only to' Economic support Funds. 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO 
DATE? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

1. Host Country Development 
Efforts (FAA Sec. 601(a»: Information 
and conclusions on whether assistance 
will encouraqe efforts of the country 
to: (a) increase the.flow of 
international trade; (b) foster private 
initiative and competition; (c) 
encouraqe development and use of 
cooperatives, credit unions, and savings 
and loan associations; (d) discouraqe 
monopolistic practices; (e) improve 
technical efficiency of industry, 
agriculture, and commerce; and (f) 
strengthen free labor unions. 

Yes 

Basically, the 
Microenterprise 
Finance Activity 
(MFA) is desiqned to 
provide financial 
services to the 
small and poor 
business people 
through creation of 
linkages to the 
formal financial 
sector. Therefore, 
it will impact on 
(a), (b) and (c). 



2. U.S. Private Trade and 
Znvestment (FAA Sec. 601(b»: 
Information and conclusions on how 
assistance will encourage U.S. private 
trade.and investment abroad and 
encourage private u.S. participation in 
foreign assistance proqrams (including 
use of private trade channels and the 
services of u.S. private enterprise). 

3. Congressional Noti~ication 

a. General requirement (FY 
1995 Appropriations Act Sec. 515; 
FAA Sec. 634A): If money is to be 
obligated for an activity not previously 
justified to Congress, or for an ain 
excess of amount previously justified to 
Congress, has Congress been properly 
notified (unless the Appropriations Act 
notification requ.irement has been waived 
because of SUbstantial risk to human 
health or welfare)? 

b. Special noti~ication 
requirement (FY 1995 Appropriations Act 
Sec. 520): Are all activities proposed 
for obligation subject to prior 
congressional notification? 

c. Notice or account transfer 
(FY 1995 Appropriations Act Sec. 509): 
If funds are being obligated under an 
appropriation account to which they were 
not appropriated, has the President 
consulted with and provided a written 
justification to the House and Senate 
Appropriations Committees and has such 
obligation been subject to regular 
notification procedures? 

c. Cash transfers and 
nonproject sector assistance (FY 1995 
Appropriations Act Sec. 536(b) (3»: If 
funds are to be made available in the 
form of cash transfer or nonproject 
sector assistance, has the congressional 
notice included a detailed description 
of how the funds will be used, with a 
discussion of u.S. interests to be 
served and a description of any economic 
policy reforms to be promoted? 

The project 
technical assistance 
will most likely be 
provided by U.S. 
firms. 

Congress was 
notified through FY 
95 CP Statistical 
Annex. 

Yes. Approval has 
been given. 

N/A 

N/A 



4. Engineering and Financial Plans 
(FAA Sec. 611(a}): Prior to an 
obligation in excess of $500,000, will 
there be: (a) engineering, financial or 
other plans necessary t'o carry out the 
assistance; and (b) a reasonably firm 
estimate of the cost to the u.S. of the 
assistance? 

5. Legislative Action (FAA Sec. 
611(a)(2»: If legislative action is 
required within recipient country with 
respect to an obligation in excess of 
$500,000, what is the basis for a 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance? 

6. water Resources (FAA Sec. 
611(b»: If project is for water or 
water-related land resource 
construction, have benefits and costs 
been computed to the extent practicable 
in accordance with the principles, 
standards, and procedures established 
pursuant to the water Resources Planning 
Act (42 U.S.C. 1962, et seg.)? 

7. Cash Transfer/Nonproject sector 

Yes to both as part 
of the Results 
Package (RP). 

" . 

RIA . 

RIA . . 

Assistance Requirements (FY 1995 RIA 
Appropriations Act Sec. 536). If 
assistance is in the form of a cash 
transfer or nonproject sector 
assistance: 

a.' . Separate account: Are all 
such cash payments to be maintained by 
the country in a separate account and 
not commingled with any other funds 
(unless such requirements are waived by 
Congressional notice for nonproject 
sector assistance)? 

b. Local currencies: If 
assistance is furnished to a foreign 
government under arrangements which 
result in the generation of local 
currencies: 



(~) Has A.I.D. (a) 
required that local currencies be 
deposited in a separate account 
established by the recipient qovernment, 
(b) entered into an aqreement with that 
qovernment providinq the amount of local 
currencies to be qenerated and the terms 
and conditions under which the 
currencies so deposited may be utilized, 
and (c) established by aqreement the 
responsibilities of A.I.D. and that 
qovernment to monitor and account for 
deposits into and disbursements from the 
separate account? 

(2) Will such local 
currencies, or an equivalent amount of 
local currencies, be used only to carry 
out the purposes of the DA or ESF 
chapters of the FAA.(dependinq on which 
chapter is the source of the assistance) 
or for the administrative requirements 
of the United states Government? 

(3) Has A.I.D. taken all 
appropriate steps to ensure that the 
equivalent of local currencies disbursed 
from the separate account are used for 
the aqreed purposes? 

(4) If assistance is 
terminated to a country, will any 
unencumbered balances of funds remaininq 
in a separate accQunt be disposed of for 
purposes aqreed to by the recipient 
qovernment and the united states 
Government? 

8. capital Assistance (FAA Sec. 

. . 

611(e»: If project is capital N/A 
assistance (~, construction), and 
total u.s. assistance for it will exceed 
$1 million, has Mission Director 
certified and Reqional Assistant 
Administrator taken into consideration 
the country's capability to maintain and 
utilize the project effectively? 

9. Multiple country Objectives 
(FAA Sec. 601(a»: Information and 
conclusions on whether projects will 
encouraqe efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 

Basically, the 
Microenterpise 
Finance Activity 
(MFA) is desiqned to 
provide Financial 
services to the 



competition; (c) encourage development 
and use of cooperatives, credit unions, 
and savings and loan associations; 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture and commerce; and 
(f) strengthen free labor unions. 

10. u.s. Private Trade (FAA Sec. 
60l(b»: Information and conclusions on 
how project will encourage u.S. private 
trade and investment abroad and 
encourage private u.S. participation in 
foreign assistance programs (including 
use of private trade channels and the 
services of u.S. private enterprise). 

11. Local currencies 

a. Recipient contributions 
(FAA Secs. 6l2(b), 636(h»: Describe 
steps taken to assure that, to the 
maximum extent possible, the country is 
contributing local currencies to meet 
the cost of contractual and other 
services, and foreign currencies owned 
by the u.S. are utilized in lieu of 
dollars. 

b. U.S.-owned currency (FAA Sec. 
6l2(d»: Does the U.S. own excess 

small and poor 
business people 
through creation of 
linkages to the 
formal financial 
sector. Therefore, 
it will impact on 
(a), (b), and (c) 

It is likely that 
the technical 
assistance provided 
will be provided by 
u.S. firms. 

Host country .. 
contributions of 25% 
are required. These 
·will be used largely 
as loan portfolio 
funds. certain in
kind contributions 
of human resources 
and office 
space/facilities are 
also expected. 

foreign currency of the country and, if No 
so, what arrangements have been made for 
its release? 

12. Trade Restrictions 

a. surplus Commodities (FY 
1995 Appropriations Act Sec. 5l3(a»: 
If assistance is for the production of N/A 
any commodity for export, is the 
commodity likely to be in surplus on 
world markets at the time the resulting 
productive capacity becomes operative, 
and is such assistance likely to cause 
SUbstantial injury to u.S. producers of 
the same, similar or competing 
commodity? 

b. Textiles (Lautenberg 
Amendment) (FY 1995 Appropriations Act 



Sec. 513(C»: Wi~l the assistance 
(except for programs in Caribbean Basin No 
Initiative countries under u.S. Tariff 
Schedule "Section 807," which allows 
reduced tariffs on articles assembled 
abroad from U.S.-made components) be 
used directly to procure feasibility 
studies, prefeasibility studies, or 
project profiles of potential investment 
in, or to assist the establishment of 
facilities specifically designed for, 
the manufacture for export to the united 
States or to third country markets in 
direct competition with u.S. exports, 

of textiles, apparel, footwear, 
handbags, flat goods (such as 
wallets or coin purses worn on the 
person), work gloves or leather 
wearing apparel? 

13. ~ropical Forests (FY 1991 
Appropriations Act Sec. 533(C) (3) (as 
referenced in section 532(d) of the FY 
1993 Appropriations Act): Will funds be 
used for any program, project or 
activity which would (a) result in any 
significant loss of tropical forests, or 
(b) involve industrial timber extraction 
in primary tropical forest areas? 

14. PVO Assistance 

a. Auditing and registration 
(FY 1995 Appropriations Act Sec. 560): 
If assistance is being made available to 
a PVO, has that organization provided 
upon timely request any document, file, 
or record necessary to the auditing 
requirements- of A.I.D., and is the PVO 
registered with A.I.D.? 

b. Funding sources (FY 1995 
Appropriations Act, Title II, under 
heading "Private and Voluntary 
Organizations"): If assistance is to be 
made to a United states PVO (other than 
a cooperative development organization), 
does it obtain at least 20 percent of 
its total annual funding for 
international activities from sources 
other than the United states Government? 

No . . 

Yes. One portion of 
the project may be 
conducted by a qs, 
registered pvo. 

This will be a 
requirement if 
assistance is 
provided by a U.S. 
pvo. 



15. project Agreement 
Documentation (state Authorization Sec. 
139 (as interpreted by·conference 
report»: Has confirmation of the date 
of signing of the project aqreement, 
including· the amount involved, been 
cabled to state LIT and A.I.D. LEG 
within 60 days of the aqreement1s entry 
into force with respect to the united 
States, and has the full text of the 
agreement been pouched to those same 
offices? (See Handbook 3, Appendix 6G 
for aqreements covered by this 
provision) • 

16. Metric system (omnibus Trade 
and Competitiveness Act of 1988 Sec. 
5164, as interpreted by conference 
report, amending Metric Conversion Act 
of 1975 Sec. 2, and as implemented 
through A. I.D: policy): Does the 
assistance activity use the metric 
system of measurement in its 
procurements, grants, and other 
business-related activities, except to 
the·extent that such use is impractical 

·or is likely to cause significant 
inefficiencies or loss of markets to 
united states firms? Are bulk purchases 
usually to be made in metric, and are 
components, subassemblies, and 
semi-fabricated materials to be 
specified in metric units when 
economically available and technically 
adequate? Will A.I.D. specifications 
use metric units of measure from the 
earliest programmatic stages, and from 
the earliest documentation of the 
assistance processes (for example, 
project papers) involving quantifiable 
measurements (length, area, volume, 
capacity, mass and weight), through the 
implementation stage? 

17. Abortions (FAA Sec. 104(f)i 
FY 1995 Appropriations Act, Title II, 
under heading "Population, DA," and Sec. 
518) : 

a. Are any of the funds to be 
used for the performance of abortions as 

This will be done 
when the aqreement 
is signed. 

Yes 

No bulk purchases 
are contemplated 

Yes 



a method of'. family planninq or to 
motivate or coerce any person to 
practice abortions? (Note that the term 
"motivate" does not include the No 
provision, consistent with local law, of 
information or counselinq about all 
preqnancy options includinq abortion.) 

b. Are any of the funds to be 
used to pay for the performance of 
involuntary sterilization as a method of No 
family planninq or to coerce or provide 
any financial incentive to any person to 
underqo sterilizations? 

c. Are any of the funds to be 
made available to any orqanization or N/A 
proqram which, as determined by the 
President, supports or participates in 
the manaqement of a proqram of coercive 
abortion or involuntary sterilization? 

d. wiil funds be made 
available only to voluntary family 
planninq projects which offer, either ~/A 
directly or throuqh referral to, or 
information about access to, a broad 
ranqe of family planninq methods and 
services? (As a leqal matter, DA only.) 

e. In awardinq qrants for 
natural family planninq, will any 
applicant be discriminated aqainst No 
because of such applicant's reliqious or 
conscientious commitment to offer only 
nat~ral family planninq? (As a leqal 
matter, DA only.) 

f •. Are any of the funds to be 
used to pay for any biomedical research No 
which relates, in whole or in part, to 
methods of, or the performance of, 
abortions or involuntary sterilization 
as a means of family planninq? 

q. Are any of the funds to be 
made available to any orqanization if 
the President certifies that the use of 
these funds by such orqanization would No 
violate any of the above provisions 
related to abortions and involuntary 
sterilization? 



18. Cooperatives (FAA Sec. 111): 
Will assistance help develop 
cooperatives, especially by technical Yes 
assistance, to assist rural and urban 
poor to help themselves toward a better 
life? 

19. U.S.-owned Foreign currencies 

a. Use of currencies (FAA 
Secs. 612(b), 636(h); FY 1995 
Appropriations Act Secs. 503, 505): Are 
steps being taken to assure that, to the 
maximum extent possible, foreign 
currencies owned by the u.S. are 
utilized in lieu of dollars to meet the 
cost of contractual and other services. 

b. Release of currencies (FAA 
Sec. 612(d»: Does the U.S. own excess 
foreign currency of the country and, if 

No 

so, what arrangements have been made for Yes 
its release? 

20. Procurement 

a. Small business (FAA Sec. 
602(a»: Are there arrangements to 
permit u.S. small business to Yes 
participate equitably in the furnishing 
of commodities and services financed? 

b. U.s. procurement (FAA Sec. 
604(a): Will all procurement be from 
the U.S., the recipient country, or N/A 
developing countries except as otherwise 
determined in accordance with the 
criteria of "this section? 

c. Karine insurance (FAA Sec. 
604(d»: If the cooperating country 
discriminates against marine insurance 
companies authorized to do business in Yes 
the U.S., will commodities be insured in 
the united States against marine risk 
with such a company? 

d. Znsurance (FY 1995 
Appropriations Act Sec. 531): will any 
A.I.D. contract and solicitation, and Yes 
subcontract entered into under such 
contract, include a clause requiring 
that U.S. insurance companies have a 

" . 



fair opportuni~y ~o bid for insurance 
when such insurance is necessary or 
appropriate? 

e. Non-U.S. aqricultural 
procurement (FAA Sec. 604(e»: If 
non-U.S. procurement of agricultural 
commodity or product thereof is to be 
financed, is there provision against 
such procurement when the domestic price 
of such commodity is less than parity? 
(Exception where commodity financed 
could not reasonably be procured in 
u.S. ) 

f. construction or 
engineering services (FAA Sec. 604(9»: 
will construction or engineering 
services be procured from firms of 
advanced developing countries which are 
otherwise eligible under Code 941 and 
which have attained a competitive 
capability in international markets in 
one of these areas? (Exception for 
those countries which receive direct 
economic assistance uhder the FAA and 
permit united states firms to compete 
for construction or engineering services 
financed from assistance programs of 
these countries.) 

g. Cargo preference shippinq 
(FAA Sec. 603»: Is the shipping 
excluded from compliance with the 
requirement in section 901(b) of the 
Merchant Marine Act of 1936, as amended, 
that at least. 50 percent of the gross 
tonnage of commodities (computed 
separately for dry bulk carriers, dry 
cargo liners, and tankers) financed 
shall be transported on privately owned 
U.S. flag commercial vessels to the 
extent such vessels are available at 
fair and reasonable rates? 

h. Technical assistance 
(FAA Sec. 621(a»: If technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? Will the 
facilities and resources of other 

NIA 

No 

No 

Yes 

The use of Federal 
Agencies is not 
contemplated. 



Federal' agencies be utilized, when they 
are particularly suitable, not 
competitive with private enterprise, and 
made available without undue 
interference with domestic programs? 

i. u.s. air carriers 
(International Air Transportation Fair 
competitive Practices Act, 1974): If 
air transportation of persons or 
property is financed on grant basis, 
will u.s. carriers be used to the extent 
such service is available? 

j. Consulting services 
(FY 1995 Appropriations Act Sec. 559): 
If assistance is for consulting service 
through procurement contract pursuant to 
5 U.S.C. 3109, are contract expenditures 
a matter of public record and available 
for public inspection (unless otherwise 
provided by law or Executive order)? 

k. Metric conversion 
(Omnibus Trade and Competitiveness Act 
of 1988, as interpreted by conference 
report, amendinq Metric Conversion Act 
of 1975 Sec. 2, and as implemented 
through A.I.D. policy): Does the 
assistance proqram use the metric system 
of measurement in its procurements, 
grants, and other business-related 
activities, except to the extent that 
such use is impractical or is likely to 
cause siqnificant inefficiencies or loss 
of markets to united states firms? Are 
bulk purchases usually to be made in 
metric, and are components, 
subassemblies, and semi-fabricated 
materials to be specified in metric 
units when economically available and 
technically adequate? Will A.I.D. 
specifications use metric units of 
measure from the earliest programmatic 
stages, and from the earliest 
documentation of the assistance 
processes (for example, project papers) 
involving quantifiable measurements 
(length, area, volume, capacity, mass 
and weight), through the implementation 
stage? 

1. competitive Selection 
Procedures (FAA Sec. G01(e»: Will the 

Yes 

Yes 

Yes 

No bulk purchased 
are contemplated 

Yes 



assistance utilize competitive selection 
procedures for the awardinq of 
contracts, except where applicable Yes 
procurement rules allow o~herwise? 

m. Notice Requirement (FY 
1995 Appropriations Act Sec. 568): Will 
project aqreements or contracts contain 
notice consistent with FAA section Yes 
604(a) and with the sense of Conqress 
that to the qreatest extent practicable 
equipment and products purchased with 
appropriated funds should be American-
made? 

21. Construction 

a. capital project (FAA Sec. 
601(d»: If capital (~, 
construction) project, will U.S. 
enqineerinq and professional services be 
used? 

b. Construction contract (FAA 
Sec. 611(C»: If' contracts for 
construction are to be financed, will 
they be let on a competitive basis to 
maximum extent practicable? 

c. Larqe projects, 
Conqressional approval (FAA Sec. 
620(k»: If for construction of 
productive enterprise, will aqqreqate 
value of assistance to be furnished by 
the U.S. not exceed $100 million (except 
for productive enterprises in Eqypt that 
were described in the Conqressional 
Presentation), or does assistance have 
the express approval of conqress? 

22. U.S. Audit Rights (FAA Sec. 
301(d»: If fund is established solely 
by U.S. contributions and administered 
by an international orqanization, does 
Comptroller General have audit riqhts? 

23. Communist Assistance (FAA Sec. 
620(h). Do arranqements exist to insure 
that United states foreiqn aid is not 
used in a manner which, contrary to the 
best interests of the united states, 

N/A 

N/A 

N/A 

N/A 

Yes 



promotes or assists the foreign aid 
projects or activities of the 
Communist-bloc countries? 

24. Narcotics 

a. Cash reimbursements (FAA 
Sec. 483): Will arranqements preclude Yes 
use of financinq to make reimbursements, 
in the form of cash payments, to persons 
whose illicit druq crops are eradicated? 

b. Assistance to narcotics 
traffickers (FAA Sec. 487): will 
arranqements take "all reasonable steps" Yes 
to preclude use of financinq to or 
throuqh individuals or entities which we 
know or have reason to believe have 
either: (1) been convicted of a 
violation of any law or requlation of 
the' united States or a foreiqn country 
relatinq to narcotics (or other 
controlled substances); or (2) been an 
illicit trafficker in, or otherwise 
involved in the illicit traffickinq of, 
any such controlled substance? 

25 •. EXpropriat~on and Land Reform 
(FAA Sec. 620(q»: Will assistance 
preclude use of financinq to compensate Yes 
owners for expropriated or nationalized 
property, except to compensate foreiqn 
nationals in accordance with a land 
reform proqram certified by the 
President? 

26. Police and Prisons (FAA Sec. 
660): Will assistance preclude use of Yes 
financinq to provide traininq, advice, 
or any financial support for police, 
prisons, or other law enforcement 
forces, except for narcotics proqrams? 

27. CIA Activities (FAA Sec. 662): 
will assistance preclude use of Yes 
financinq for CIA activities? 

28. Hotor Vehicles (FAA Sec. 
636(i»: Will assistance preclude use 
of,financinq for purchase, sale, 
lonq-term lease, exchanqe or quaranty of 
the sale of motor vehicles manufactured 
outside U.S., unless a waiver is 
obtained? 

Yes 



29. Bxpor~ ~t Nuclear Resources 
(FY 1995 Appropriations Act Sec. 506): Yes 
Will assistance preclude use of 
financing to finance--except for 
purposes of nuclear safety--the export 
of nuclear equipment, fuel, or 
technology? 

30. Publicity or Propaganda (FY 
1995 Appropriations Act Sec. 554): Will 
assistance be used for publicity or 
propaganda purposes designed to support 
or defeat legislation pending before 
Congress, to influence in any way the 
outcome of a political election in the 
united States, or for any publicity or 
propaganda purposes not authorized by 
Congress? 

31. Exchange tor Prohibited Act 
(FY 1995 Appropriations Act Sec. 533): 
Will any assistance be provided to any 

No 

foreign government (including any No 
instrumentality or agency thereof), 
foreign person, or United States person 
in exchange for that foreign government 
or person undertaking any action which 
is, if carried out by the United states 
Government, a united states official or 
employee, expressly prohibited by a 
provision of united states law? 

32. commitment ot J'UDds (FAA Sec. 
635(h»: Does a contract or agreement No 
entail a commitment for the expenditure 
of funds during a period in excess of 5 
years from the date of the contract or 
agreement? 

33. Impact on u.s. Jobs (FY 1995 
Appropriations Act, Sec. 545): 

a. Will any financial 
incentive be provided to a business 
located in the U.S. for the purpose of No 
inducing that business to relocate 
outside the u.s. in a manner that would 
likely reduce the number of U.s. 
employees of that business? 

b. will assistance be provided 
for the purpose of establishing or 
developing an export processing zone or No 

-, . 
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designated area in which the country's 
tax, tariff, labor, environment, and 
safety laws do not apply? If so, has 
the President determined and certified 
that such assistance is not likely to 
cause a loss of jobs within the u.s.? 

·c. will assistance be provided 
for a project or activity that 
contributes to the violation of No 
internationally recognized workers 
rights, as defined in section 502(a) (4) 
of the Trade Act of 1974, of workers in 
the recipient country, or will 
assistance be for the informal sector, 
micro or small-scale enterprise, or 
smallholder agriculture? 

B. CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY 

1. Aqricul tural Exports (Bumpers 
Amendment) (FY 199~ Appropriations Act 
Sec~ 513(b), as interpreted by 
conference report for original 
enactment): If assistance is for N/A 
agricultural development activities 
(specifically, any testing or breeding 
feasibility study, variety improvement 
or introduction, consultancy, 
publication, conference, or training), 
are such activities: (1) specifically 
and principally designed to increase 
agricultural exports by the host country 
to a country other than the united 
States, where the export would lead to 
direct competition in that third country 
with exports of a similar commodity 
grown or produced in the united States, 
and can the activities reasonably be 
expected to cause'substantial injury to 
u.S. exporters of a similar agricultural 
commodity; or (2) in support of research 
that is intended primarily to benefit 
u.S. producers? 

2. ·Tied Aid Credits (FY 1995 
Appropriations Act, Title II, under No 
heading "Economic Support Fund"): Will 
DA funds be used for tied aid credits? 



3. Appropr.i~te Technology (FAA 
Sec. 107): Is special emphasis placed Yes. 
on use of appropriate technology 
(defined as relatively smaller, 
cost-savinq, labor-usinq technoloqies 
that are qenerally most appropriate for 
the small farms, small businesses, and 
small incomes of the poor)? 

4. Indiqenous Needs and Resources 
(FAA Sec. 281(b»: Describe extent to 
which the activity recoqnizes the 
particular needs, desires, and 
capacities of the people of the country; 
utilizes the country's intellectual 
resources to encouraqe institutional 
development; and supports civic 
education and training in skills 
required for effective participation in 
governmental and political processes 
essential to self-qovernment. 

5. Economic Development (FAA Sec. 
101(a»: Does the activity qive 
reasonable promise of contributinq to 
the development of economic resources, 
or to the increase of productive 
capacities and self-sustaininq economic 
qrowth? 

6. Special Development Emphases 
(FAA Secs. 102(b), 113, 281(a»: 
Describe extent to which activity will: 
(a) effectively involve the poor in 
development by extendinq access to 
economy at local level, increasinq 
labor-intensive production and the use 
of appropriate technoloqy, dispersinq 
investment from cities to small towns 
and rural areas, and insurinq wide 
participation of the poor in the 
benefits of development on a sustained 
basis, usinq appropriate u.S. 
institutions; (b) encouraqe democratic 
private and local governmental 
institutions; (c) support the self-help 
efforts of developing countries; (d) 
promote the participation of women in 
the national economies of developing 

.. , -. 

The Project will be 
implemented in a 
collaborative, 
participatory 
fashion with the GOM 
and Moroccan 
private sector. 
Traininq is an 
integral component. 

Yes 

MFA is directed at 
assistance to the 
poor/small 
entrepreneurs and 
will provide credit 
for investment. The 
financial services 
created will be 
sustainable and will 
promote female 
participation in the 
formal economy of 
Morocco 



, 
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countries and the improvement of women's 
status; and (e) utilize and encourage 
regional cooperation by developing 
countries. 

7. Recipient country contribution 
(FAA Secs. 110, 124(d»: Will the 
recipient country provide at least 25 
percent of the costs of the program, 
project, or activity with respect to 
which the assistance is to be furnished 
(or is the latter cost-sharing 
requirement being waived for a 
"relatively least developed" country)? 

8. Benefit to Poor Kajority (FAA 
Sec. 128(b»: If the activity attempts 
to increase the institutional 

Yes 

capabilities of private organizations or Yes 
the government of the country, or if it 
attempts to stimulate scientific and 
technological research, has it been 
designed and will it be monitored to 
ensure that the ultimate beneficiaries 
are the poor majority? 

9. contract Awards (FAA Sec. 
601(e»: Will the project utilize 
competitive selection procedures for the Yes 
awarding of contracts, except where 
applicable procurement rules allow 
otherwise? 

10. Disadvantaqed Enterprises (FY 
1995 Appropriations Act Sec. 555): What 
portion of the funds will be available 
only for activities of economically and 
socially disadvantaged enterprises, 
historically black colleges and 
universities, colleges and universities 
having a student body in which more than 
40 percent of the students are Hispanic 
Americans, and private and voluntary 
organizations which are controlled by 
individuals who are black Americans, 
Hispanic Americans, or Native Americans, 
or who are economically or socially 
disadvantaged (including women)? 

. 11. Biological Diversity (FAA Sec. 
119(g): will the assistance: (a) 
support training and education efforts 
which improve the capacity of recipient 

At least 10% of 
institutional 
contract. 

No 

q1 



countries to prev~nt loss of biological 
diversity; (b) "be provided under a 
long-term agreement in which the No 
recipient country agrees to protect 
ecosystems or other wildlife habitats; 
(c) support efforts to identify and 
survey ecosystems in recipient countries No 
worthy of "protection; or (d) by any 
direct or indirect means siqnificantly 
degrade national parks or similar" No 
protected areas or introduce exotic 
plants or animals into such areas? (Note 
new special authority for biodiversity 
activities contained in section 547(b) 
of the FY 1995 Appropriations Act.) 

12. Tropical Forests (FAA Sec. 118; 
FY 1991 Appropriations Act Sec. 533(c) 
as referenced in section 532(d) of the No 
FY 1993 Appropriations Act): 

a. A.I.D. Requlation 16: 
Does the assistance comply with the 
environmental procedures set forth in 
A.I.D. Requlation 16? 

b. conservation: Does the 
assistance place a high priority on 

" conservation and sustainable management 
of tropical forests? Specifically, does 
the assistance, to the fullest extent 
feasible: (1) stress the importance of 
conserving and sustainably managing 
forest resources;· (2) support" 
activities which offer employment and 
income alternatives to those who 
otherwise would cause destruction and 
loss of forests, and help countries 
identify and implement alternatives to 
colonizing forested areas; (3) support 
training programs, educational efforts, 
and the establishment or strengthening 
of institutions to improve forest 
management; (4) help end destructive 
slash-and-burn agriculture by supporting 
stable and productive farming practices; 
(5) help conserve forests which have not 
yet been degraded by helping to increase 
production on lands already cleared or 
degraded; (6) conserve forested 
watersheds and rehabilitate those which 
have been deforested; (7) support 
training, research, and other actions 

Yes 

No 

No 

No 

No 

No 

No 

No 

No 

. . 
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which lead to sustainable and more 
environmentally sound practices for 
timber harvesting, removal, and 
processing; (8) support research to 
expand knowledge of tropical forests and No 
identify alternatives which will prevent 
forest destruction, loss, or 
degradation; (9) conserve biological 
diversity in forest areas by supporting 
efforts to identify, establish, and No 
maintain a representative network of 
protected tropical forest ecosystems on 
a worldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or 
degradation, 
and by helping to identify tropical 
forest ecosystems and species in need of 
protection and establish and maintain 
appropriate protected areas; (10) seek 
to increase the awareness of u.s. No 
Government agencies and other donors of 
the immediate and long-term value of 
tropical forests; (11) utilize the ·No 
resources and abilities of all relevant 
u.s. government agencies; (12) be based 
upon careful analysis of the 
alternatives available to achieve the No 
best sustainable use ~f the land; and 
(13) take full account of the 
environmental impacts of the proposed No 
activities on biological diversity? 

c. Forest degradation: Will 
assistance be used for: (1) the 
procurement or use of logging equipment, 
unless an environmental assessment 
indicates that all timber harvesting No 
operations involved will be conducted in 
an environmentally sound manner and that 
the proposed activity will produce 
positive economic benefits and 
sustainable forest management systems; 
(2) actions which will significantly 
degrade national parks or similar 
protected areas which contain tropical 
forests, or introduce exotic plants or No 
animals into such areas; (3) 
activities which would result in the 
conversion of forest lands to the No 
rearing of livestock; (4) the 
construction, upgrading, or maintenance 
of roads (including temporary haul roads No 



for logging or other extractive 
industries) which pass through . 
relatively underqraded forest lands; 
(5) the colonization of forest lands; No 
or (6) the construction of dams or other 
water control structures which flood No 
relatively undergraded forest lands, 
unless with respect to each such 
activity an environmental assessment 
indicates that the activity will . 
contribute significantly and directly to 
improving the livelihood of the rural 
poor and will be conducted in an 
environmentally sound manner which 
supports sustainable development? 

d. sustainable forestry: If 
assistance relates to tropical forests, 
will project assist countries in N/A 
developing a systematic analysis of the 
appropriate use of their total tropical 
forest resources, with the goal of 
developing a national program for 
sustainable forestry? 

e. Bnvironmental impact 
statements: Will funds be made 
available in accordance with provisions Yes 
of FAA Sect'ion 117 (c) and applicable 
A.I.D. regulations requiring an 
environmental impact statement for 
activities significantly affecting the 
environment? 

13. Bnergy (FY 1991 Appropriations 
Act Sec. 533(c) as referenced in section N/A 
532(d) of the FY 1993 Appropriations 
Act): If as'sistance relates to energy, 
will such assistance focus on: (a) end-
use energy efficiency, least-cost energy 
planning, and renewable energy 
resources, and (b) the key countries 
where assistance would have the qreatest 
impact on reducing emissions from 
greenhouse gases? 

14. Debt-for-Nature Exchange (FAA 
Sec. 463): If project will finance aN/A 
debt-far-nature exchange, describe how 
the exchange will support protection of: 
(a) the world's oceans and atmosphere, 
(b) animal and plant species, and (c) 

Iff) 



parks and reserv~s; or describe how the 
exchange will promote: (d) natural 
~e8aurce management, (e> local 
conservation 
programs, (f) conservation training 
programs, (g> public commitment to 
conservation, (h) land and ecosystem 
management, and (i) regenerative 
approaches in farming, forestry, 
fishing, and watershed management. 

15. Deobligation/ReobliqatioD 
(FY 1995 Appropriations Act Sec. 510): 
If deob/reob authority is sought to be 
exercised in the provision of DA N/A 
assistance, are the funds being 
obligated for the same general purpose, 
and for countries within the same region 
as 
originally obligated, and have the House 
and Senate Appropriations committees 
been properly notified?" 

16. Loans 

a. Repayment capacity (FAA 
Sec." 122 (b» : Information and 
conclusion on capacity of the country to N/A 
repay the loan at a reasonable rate of 
interest. 

b. Lonq-range plans (FAA Sec. 
122(b»: Does the activity give 
reasonable promise of assisting N/A 
long-range plans and programs designed 
to develop economic resources and 
increase productive capacities? 

c. Interest rate (FAA Sec. 
122(b»: If development loan is 
repayable in dollars, is interest rate N/A 
at least 2 percent per annum during a 
grace period which is not to exceed ten 
years, and at least 3 percent per annum 
thereafter? 

d. Exports to united states 
(FAA Sec. 620(d»: If assistance is for 
any productive enterprise which will N/A 
compete with u.S. enterprises, is there 
an agreement by the recipient country to 
prevent export to the u.S. of more than 

.., " 
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20 percent of the enterprise's annual 
production during the life of the loan, 
or has the requirement to enter into 
such an agreement been waived by the 
President because of a national security 
interest? 

17. Development Objectives (FAA 
Secs. 102(a), 111, 113, 281(a»: . Extent 
to which activity will: (1) effectively 
involve the poor in development, by 
expanding access to economy at local 
level, increasing labor-intensive 
production and the use of appropriate 
technoloqy, spreading investment out 
from 
cities to small towns and rural areas, 
and insuring wide participation of the 
poor in the benefits of development on a 
sustained basis, using the appropriate 
u.s. institutions; (2) help develop 
cooperatives, especially by technical 
assistance, to assist rural and urban 
poor to help themselves toward better 
life, and otherwise encourage democratic 
private and local governmental 
institutions; (3) support the self-help 
efforts of developing countries; 
(4) promote the participation of women 
in the national economies of developing 
countries and the improvement of women's 
status; and (5) utilize and encourage 
regional cooperation by developing 
countries? 

18. Agriculture, Rural Development 
and Nutrition, and Agricultural Research 
(FAA Secs. 103 and 103A): 

a. Rural poor and small 
farmers: If assistance is being made 
available for agriculture, rural 

Activities are 
directed at 
assistance to the 
poor, small business 
sector by providing 
access to financial 
services hitherto 
not available, thus 
expanding access to 
the economy. 
Microfinance units 
will assist 
borrowers with 
credit for 
p~oductive 
investment, which 
will be spread 
throughout Morocco. 
Women entrepreneurs 
will be particularly 
targeted for 
assistance under the 
project. 

development or nutrition, describe N/A 
extent to which activity is specifically 
designed to increase productivity and 
income of rural poor; or if assistance 
is being made available for agricultural 
research, has account been taken of the 
needs of small farmers, and extensive 
use of field testing to adapt basic 
research to local conditions shall be 
made. 



b. Nutrition: Describe 
extent to which assistance is used in 
coordination with efforts carried out 
under FAA section 104 (Population and 
Health) to help improve nutrition of the 
people of developinq countries throuqh 
encouragement of increased production of 
crops with qreater nutritional value; 
improvement of planninq, research, and 
education with respect to nutrition, 
particularly with reference to 
improvement and expanded use of 
indiqenously produced foodstuffs; and 
the undertaking of pilot or 
demonstration proqrams explicitly 
addressinq the problem of malnutrition 
of poor and vulnerable people. 

c. Pood security: Describe 
extent to which activity increases 

N/A 

national food security by improving food N/A 
policies and manaqement and by 
strengtheninq national food reserves, 
with particular concern for the needs of 
the 
poor, throuqh measures encouraginq 
domestic production, buildinq national 
food reserves, expandinq available 
storage facilities, reducinq post 
harvest food losses, and improvinq food 
distribution. 

19. Population and Health (FAA N/A 
Secs. 104(b) and (c»: If assistance is 
beinq made available for population or 
health activities, describe extent to 
which activity emphasizes low-cost, 
integrated delivery systems for health, 
nutrition and. family planninq for the 
poorest people, with particular 
attention to the needs of mothers and 
younq children, using paramedical and 
auxiliary medical personnel, clinics and 
health posts, commercial distribution 
systems, and other modes of community 
outreach. 

20. Education and Human Resources 
Development (FAA Sec. 105): If 
assistance is beinq made available for 
education, public administration, or 
human resource development, describe (a) 
extent to which activity strenqthens 

Activities include 
specific traininq in 
capital use, 
microfinance and 
small enterprise 



nonformal education, makes formal 
education more relevant, especially for 
rural families and urban poor, and 
strengthens management capability of 
institutions enabling the' poor to 
participate in development; and (b) 
extent to which assistance provides 
advanced education and training of 
people of developing countries in such 
disciplines as are required for planning 
and implementation of public and private 
development activities. 

21. Energy, Private voluntary 
Organizations, and Selected Development 
Activities (FAA Sec. 106): If 
assistance is being made available for 
energy, private voluntary organizations, 
and selected development problems, 
describe extent to which activity is: 

a. concerned with data 
collection and analysis, the training of 
skilled personnel, research on and 
development of suitable energy sources, 
and pilot projects to test new methods 
of energy production; and facilitative 
of 
research on and development and use of 
small-scale, decentralized, renewable 
energy sources for rural areas, 
emphasizing development of energy 
resources which are environmentally 
acceptable and require minimum capital 
investment; 

b. ,concerned with technical 
cooperation and development, especially 
with u.S. private and voluntary, or 
regional and international development, 
organizations; 

c. research into, and 
evaluation of, economic development 
processes and techniques; 

management. 
Training will assist 
not only the poor 
microentrepreneurs 
but the institutions 
which will lend to 
them. 

Data collection and 
analysis will be 
performed. 
Moroccans employed 
in the financial 
sector will be 
trained to lend to 
microenterprises 

The principal 
contractor will be a 
private u.S. firm. 

N/A 



d. reconstruction after natural or 
manmade disaster and programs of 
disaster preparedness; 

e. for special development 
problems, and to enable proper 
,utilization of infrastructure and 
related projects funded with earlier 
u.s. assistance; 

f. for urban development, 
especially small, labor-intensive 
enterprises, mark,eting systems for small 
producers, and financial or other 
institutions to help urban poor 
participate in economic and social 
development. 

22. capital projects (Jobs Through 
Export Act of 1992, Secs. 303 and 306(d»: 
If assistance is being provided for a capital 
project, is the project developmentally sound 
and will the project measurably alleviate the 
worst manifestations of poverty or directly 
promote environmental safety and 
sustainability at the community level? 

C. CRITERIA APPLICABLE TO ECONOMIC SUPPORT 
FUNDS ONLY 

1. Economic and Political 
stability (FAA Sec. 531(a»: Will this 

N/A 

Yes. Work will build 
on the 
accomplishments of 
the New Enterprise 
Development Project, 
and Title II 
monetization 
assistance ,to the 
u.S. PVO Catholic 
Relief Services. 

Yes, Financial 
assistance to small 
enterprises and the 
creation of 
financial . . 
institutions to help 
the urban poor' 
participate in 
economic and social 
development lies at 
the heart of this 
project 

N/A 

assistance promote economic and N/A 
political stability? 
To the maximum extent feasible, is this 
assistance consistent with the policy 
directions, purposes, and programs of 
Part I of the FAA? 



2. Hilitary Purposes (FAA Sec. N/A 
531(e»: Will this assistance be used 
for military or paramilitary purposes? 

3. commodity Grants/separate 
Accounts (FAA Sec. 609): If commodities 
are to ~e granted so that sale proceeds 
will accrue to the recipient country, 
have special Account (counterpart) 
arrangements been made? (For FY 1995, 
this provision is superseded by the N/A 
separate account requirements of FY 1995 
Appropriations Act Sec. 536(a), see Sec. 
536 (a) (5) .) 

4. Generation and Use or Local 
Currencies (FAA Sec. 531(d»: Will ESF 
funds made available for commodity 
import programs or other program 
assistance be used to generate local 
currencies? If so, will at least 50 
percent of such local currencies be 
available to support activities 
consistent with the objectives of FAA 
sections 103 through 106? (For FY 1995, 
this provision is superseded by the 
separate account requirements of FY 1995 
Appropriations Act Sec. 536(a), see Sec. N/A 
536 (a) (5) .) 

5. capital projects (Jobs Through 
Exports Act of 1992, Sec. 306): If 
assistance is being provided for a 
capital project, will the project be 
developmentally-sound and sustainable, 
i.e., one that is (a) environmentally 
sustainable, (b) within the financial 
capacity of the government or recipient 
to maintain from its own resources, and 
(c) responsive to a significant 
development priority initiated by the 
country to which assistance is being N/A 
provided. (Please note the definition 
of "capital project" contained in 
section 595 of the FY 1993 
Appropriations Act. Note, as well, that 
although a comparable provision does not 
appear in the FY 94 Appropriations Act, 
the FY 93 provision applies to, among 
other things, 2-year ESF funds which 
could be obligated in FY 94.) 
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.. 

" '. • ."eVtE'.., 

PERFORMANCE PRECISE .,EFINITION PERFORMANCE TARGETS CR,TICAL .. INIUCA1'OR Or-" INUlCt\TOR &: BASELINE ASSUMPTIONS 
VNIT OF MEASUREMENT '"EAR &: .1111.- '1195 11I91i 11191 11198 1999 

"AI.VE 

I'RO(;RAM OV1'COME NU.: 3.' IllIpRI\.:d Plllki.:s. R':JluIDliun. Illd 11I»IllIIIlulII Iilr Cr.:alillll Illd ExpDn.I"1I ur EIII':I11,I».:. 

!pec;oc Beaull.: 

I. BoIIdllced Avera,e Amount of Time I. Avera,e amounlof lime rolqllirolld 10 oblaln I 
j.199l. 9 nll,1 9 mUI 9 mill 1 mus 2 nlO. 1 mos Requirtld fi,r Snlall and Moldium huslll':ss 11':':1111': 

Fimll III Ohlain BUlill':ll Li~lIn90:' 9munlh. 

1. Bllduced Export SUNhar,1l un 1. A".:rD,': \alu.: uf risk slIr.:halgo: dllO: In 
J.199". 18.000 18.000 '''.000 10,000 10,000 10.000 t.linislrio:s Cllmmil 

TRI~k Transport adlllini~lrali".: dda}s li,r Im.:ks IInl':ling 
Muroe.:u 18.000 fF ff Ff fF FF FF fF III linglo: poinl uf 

physical 
insp.:ctlun of 
loads and 

l. Adopliunllmpl.:mo:nlalinn of 1. Adupliun alld .:nl;'rll.:m.:nl ur Ii"KI saf.:IY 
documenlary 

1. 199~. N/A 50:0: So:.: Sec conlrol 
Unifurn, FtKKI SaflllY R.:,ulnliuns hy rllgulaliu .. s rur .:anno:d Ii","~ wilh grIlDI.:.1 risks eum- cum-

Iho: Muroccan Export R.:gllialury IIf lillld plli.uning r.:g,lIlIliuIl9 nul hele",: h.:lu\\' : htlln,\· : pl.:l.:d pl.:l.:d 

AUlhorily. ylll ad"pl.:d. 
U.S. Ind Clnadl 

4. IneroSlled Percentag.: or Annual 4. Measured IS If of operalin, costs belllg 
remain I major 

".TBD I ru~us or 
Operatlnl Cosil Recovered hy Ihe ro:.:llVered by Ihe inslilUliun Muroccan export 
Newly Elllbll,hed t.llcro·finon~1l markel 
Instilutlon developmenl. 

S. IncroSled SlroSnlth or Bu,hltl •• 5. Nllmber or dUllS paying memben of 
EU conlinuello 

5. TBD' Ilghien 
A.lOclltlonl, A. t.~e .. ured By bUlinessllSo.:lalionl regulollons on 
IneroSl.ed Number of DUel·Paying canned food 
Memben Import. 

Comments/Notes: 
I B.lellne dall and performlnee I .... el.lo be IVlllable by MlY 1995. 
a 1995: C.) Moroccan export roSlulalory IUlhorily (EACCE) Iranslales roSlevlnt USFDA Code of Federal ReIUI.llon. (CnS); (b) EACCE draft. regulalionl Ind eircuiliel. J 

11196: (I) Induslry provides commenlt on roS,ulalionl; (b) Food IIfely roSlulltionl.dopled; (c) EACCE enforcenltlnl lrainin, compleled. 
1997: EACCE enforces roS,ulltion •• 

•. alMline d.11 .nd performance ..... '1.10 be 'lIIblished durin, project design, June 1995 

/ 'J'f ,-
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"La!. '~.u: bft."I!..LlJ~1!.. Al~U 1·I!.IUUKMANl.:~ TARGETS ft~OR PROGRAM OUTCOME 3.2 

PERmRMANCE PRECISE DEFINITION PERFORMANCE TARGETS CRITICAL " ' . INDICATOR OF INDICA TOR Ie BASELINE 
AssmtmoNS UNIT OF MEASUREMENT "EAR Ie 

199" I .995 I .,,, I .997 I '!l9 •. 1 199!1 V;\I.UE . 

l'ItC)(.ItA'" nUl'COME 3,2: Bnllld.:n.:d A.:.:.: •• Iu lind UIIIl ur Financial R':liullr':':I.nd S.mil.:.: •• Elptl.:illily Amung r.li':RI- .nd Slllall EnllllJlrllllll 

s"ll"m.: RIl'""': t , 
I. Incfoll.ed Number or Micro- I. Numbtr of nticrocntelJlrisd rec.:lvlnl 

I. 199.S' 
500 1.000 ],000 Economic ,rowlh In Entr.:rren.:ur.ln Ih.: Fumlll luan. IlIn~lgh Ih.: 'hrllla' crtldi. sysl':l11 

Moroccolnd Cro:dil Sylt.:m--Rllnlb.:r 
(II1WIII'.') ro:celvlnl'IIlIRI "'Inth I .•. UIIUbr I.: •• con.lnll.:d adh.:renc.: 
(I) $300 elr leiS; (b) /I1IIN Ihan In slmclura' 
$.)00 bUlle •• thin S ISOO 1 .•. 1. ~ r.:nll'e re.:irionl. adjuslmtlnl rro,nm 

I.b. $lOllo SISOO 

i .h.l. , rORII'e folcirlenl. 

2. Incfoll.ed Number orsRIIII 2. Ptll'I:oIl1lng.: ur va'",: uf inial hant IilrnlDl 
2. 1992: 4.09' 2.7!f I S!f I IOlt I iSlt I lOW I 30'l I 

Ind Medlun1 Enl':l1'rfl.:. cNdii Dnd .:quil)" linan.:lng In rrivlI'': a.:.lnr 
1991: 2.6!f I Recllivinl Cfoldil or Eqnll)' .lIalllo,:. lu SME·. V':"US larg.: en • .:rpril.:. 

Financlnl Thrnu,h AID-A •• lsted 
Pm.nms. 

l. In':NlloId Flnln~in. Oblaln.:d J.D. Mulllr'illr uf rrivDI': a.:elnr (in.lutling 
3.a.1991: 1.U 3.79 ~ 

II)' Pri\'lIle S':.:'"r Iilr B.:ln\\·, illdi\idulIl} linuu~inglll\".:ral,Nd Ii'r hlll,,\\'. 
1.9. Median-llI.:um.: Orullr "ul\ling. IIIlltlinll·in~uUlIl huusing Ihftlugh USAIO 

rrullrRms (ANIU). 

3 h. AlllltUII."r lillallllin!! plu\"idlld h)' cm 
l,h.: .99l TOD TOO TOD TOD TOD TOD 

AVDilabilily of III prh IIIIl tlll\ .:1"I'.:rs nud "'\ IIIlI ~ rur hdll\\ _ 
l~lllliJ. Oh. liIJuidhy fur rrivD'1l m.:tlillll·ill~III11': "uusin!! 

11I\"IlSIIII':III. Suffi.:i.:nl 
iUl':NSI by rrh'ulll 
st!-:lnr dev\!ln(l~r. in 
In\\··ln·m.:diUII-
inllOOlll hOllsing 
Rlark.:1 

• .. 

Comments/Noles: 
I Dall rrovlded by Ihe Cenln' Blnt. ,'. " 

,.,1 
l Bas.:Jlne or ldro Ind perruflllan.:e Ilr.d. lfol Inilial rroj~eliCJn. lilt new USAID mieroenllll1'risc ICllvily IInly . 

. 
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·,ua... .... ... ",. ,,,"va. a. UI. .,n~a:.IJII'f.i nl'fU 1·~I"'UKI~IAi~LI!. ··iAKUI!.·I'~ '~UR PRUGRAM OUTCOME J.J 

PERfURMANCE 
,NDlCATOR 

PRECISE IJEflNITION 
OF .NmC,\TOR '" 

tJNIT OF M .. :ASURDIENT 

rERfURI\tANCE TAROETS 

Ilf 

, >, 
BASELINE 
rEAR" 
"ALUE .99" 1995 

PRO(iRMI OUTCOl\l .. : NO.J.3: '11111111\11" Clllllfllllilivllnllllllr Firma \\1Ii~h GIIIIIII'IIII" Enlfllll)"nl.:llI lilt B~luw·t.lIl"ian-llI~ulIlll PlloaJiIl 

3. New Producl.ln USAID·Allilled 
S.clol'l loci Firma: (I) Incr':lud II 
of UclOl'l' 111111 export. Illrihula"'.: 
III nc~' prodllCII; (b) IncN .. lld , IIf 
1I1l\\' "..I .. o:·a .. do:" rll"'U~1 
InlmelulIll"n. on Ihtl donl.:l1/1l ur 
export mldel.; (c) IncuII.:d S vllue 
of new produclllOld b)' oml' 

... Inculled Number br Firnll 
Adllpllnl USAID·'",mtllll'" 
Inlnldllced Producllon. Pru~lIs./ng. 
PII.:blln,. Tnn"'"rt or MIIM/lIlmcnl 
Teo:hnolollOi 

5. IncuI.ed Emcilln.:)· uf ('rllralillllll 
frllli' USAID·Prumtlllld T~hnnlng)' 
TnMf.:n 

Cllllllnenls/Nllles : 

3.1. Morocc.n export. of ni,· hUltlcullunl 
producl. I II. " of 1,11.1 horticultul'Il exrort •• 

3.h. Nlliu"cr or no:\\' hnrtl~I'Ilural. value .. del.:d 
pr .. clu~1 /lIlrt"'I'~I/""S 1111 Iho: cI"lIIo1Sd~ IIr IIXPll11 
IIIlId':I.lhruu,1I USAID ISs/slanco:: 

3.11. Export .. Ie. of 110:"' prodUCIS Dllribullhle 
III USAID I .. illlince . 

4. Numb.:r .. f Omlt.duplin, USAID·plllnltll~d 
IIr inlll"'uccellol~"nnl,'gy 

S. Dullllr lialull nr !Ilwilll!s hll .. illllillbl~ III Ihl\\' 
USAID-prumnto:" 1\l~hnulul1) 

3 ••. TBD! 

3.1t. TBD I 

J.c. TBD J 

4. TBD· 

5. TBD· 

19H 

I A "n.:"· rruclu~l" nlDyh.: ,llIbllll) cldillllcl as IIno: Ii,r whkh t.lllru~~11 has 11111 ollCrurt.:d IIlllrlllb.1I S2~.(IOI) in an) IIl1llul'lhollla'llll rrol\illlls )':lIrs. Dllia to hll clIlI.:clllei hy MAP rrt!i\l~1 b) .111101 199~ 
• DIIII 10 b.: CIlIIIl~lllei hy MAP Illd AIM Pl11jol.:ls by JUlio! 199~ 
• Dalltll b" CIlII.:.:I.:" by MAP. AIM and CEM (NED) I.ruj.:.:1H b) )IIUol 191J~ 

BEST AVAILABLE coPt 

1997 .998 1999 
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. ' •• ~r·I;' •• :i'l:;;':)~~~_ 
.:!: ot·; t,j.:~:J" .liLI!...t. c.: UASI!:LINI!: ANU 11I£R .. URMANCE TARGETS FOR PROGRAM OUTCOME 3.3 

PERFORMANCE PRECISE DEFINITION PERFORMANCE TARGETS CRITICAL INDICATOR OF INDICATOR" BASELINE ASSUMPTIONS UNIT OF MEASUREMENT \'EAR" 
1994 119'5 I .", I .'97 I 19" I.'" VALUE 

PROGRAM OUTCOME NO. 3.3: Improved Competitiveness of Firms Which Generated Employ~nt for Below-Median-Income People -
Spfejrl9 Result.: • 
I. Incl'lll .. d Mlrtel ShiN In 

1.1. M"l'Oo:cln hortlc"""ral export. I. I !f "r I ..... 1993: 2.15' 2.22!f 2.211!f 2.351 2.42!f 2.495( 1.1.1. AnllUll3' USAIO·A .. I .. ~d Solelora Ind 
Vllu" IIf Ihll511 rl1ldll~ls "nl~riJlg: 1.0911 increa ... Fimll: (I) 1n.:!"'I .. d .. elors· 
1.1.1. Nunh Anll:ricln nllllk':l mart,,1 11111'11', I. !f '. or "slllOlled 

Itlllllllllrkcl. (by .. elllrs &; b)' 
1.1.2. EU mark':1 1.1.2. 1992: 3.2411 J.ll!f 3.4J!f l.541 J.65!f 3.76!f 1.1.2. Annu.IlI ,eo,raphicil nlarkell); (b) 

J.OS!f increa.e IlIel'lla.ed IIluthrouah USAID 
1.IIII.nce. 

I .•. J. [Jlh"r markllil (lulal vlllle) 1.1.3. 1992: Sll.5 52J.6 124.7 S26.0 527.3 S211.67 I. •. J. Annu.U!f 
S21.-1 ntil. nlil. mil. mil. mil. mil. mil. increa.e I.b. Expnrt lallli IlIribuI.hlo: 10 USAID 

.Isililall":~ 

l.h.l. TBD' 
l.b.l. Hnnlcullurally·b ... d praducil . 

$5.16 $6.45 $9.46 SIO.15 l.b.2. 1992: 
l.b.2. Fish .nd .nillllli pradu.: .. SI.7lntil. ntil. mil. mil. mil. 

l.eTBD2 
I.c. IlIel'lla .. In Innllal •• lel of USAID· ••• llled 
.mall .nd miCrMnh:rprisn (!f ovolr prolvlolIl 
yur) 

2.1. 199J: 2 .•. Annu.l35l 2. New Export M.rketl for 
2 .•. Moro.:e.n honiculillral exports 10 non· JJ.4' 34.41 35.4!f J6.5!f J7.6' 311.7!f 39.9lf increase USAIO-Allilled Firml &; Seclors: 
lraditional market., ' '1 • !f or IoIDI (.) IncN ... d leclors' 101.1 expon. honlcullur.1 exponl 10 non'lradlllonallOlrk"II, II \I'. 

of 101.llOIrl;,II.; (b) Incl'lllltd S 2.b. Export IIltllo non·lradillolllllOlrketl vlllle or nrml' export IIlello non· .uribulable 10 USAID .I.istanct IraditlonallOlrkell. 
2.b.l. TBD' 

2.b.l. Exponllo Ihe U.S 
: • 2,b.2. TBOI 

2.b.2. Exportllo other new marketl 

. " 

ComlDealllNoles: . 
I. alsellne d.11 .nd perforlDlnc. '.qtlilo be .... bllllled by June 1995, ulln, d ... collecled by MAP .nd AIM projecl" . . a. a ... II .. dill Ind perforlDlnce llraelllO be ell.blished by June 1995, ualn, d.1I collecled by MAP, AIM, .nd CEM (NED) projeci' 
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MINISTERE DU COMMERCE, DE 
L'INDUSTRIE ET DE L'ARTISANAT 

IIBEmON DO COMMEBCE ImalEOa 

N° DCUSAG 

Q870~\' 

LE MINISTRE DU COMMERCE 

DE L'INDUSTRIE ET DE L'ARTISANAT 

MONSIEUR LE DIRECTEUR DE LA MISSION DE L'AGENCE 
AMERICAINE POUR LE DEVELOPPEMENT ( USAID ) 

Objet: Projet de financement de la microentreprise. 

. . 

J'ai I'honneur de vous informer que dans Ie cadre de la·cooperation 
technique entre les gouvemements americain et marocain et suite aux differentes 
reunions qui ont ete consacrees it I'examen des conditions de faisabilite du projet de 
financement des microentreprises au Maroc, if a ete decide de mettre au point un plan 
d'action pour la realisation dudit projet. 

A cette fin, je vous fais parVenir, ci-joint, une fiche concernant ce projet 
de COOperatiOn.~ GS 



FICHE DE PROJET DE COOPERATION 

PEPABTEMENT: MINISTERE DU COMMERCE, DE L'INDUSTRIE ET DE L'ARTISANAT 

OBGANISME CONCEBNE: DIRECTION DU COMMERCE INTER lEUR 

INDTULE DU pBOJET: FlNANCEMENT DE LA MICROENTREPRISE 
" 

OBJEC"QFS DU pBOJET: 

- Creer un ou plusieurs etablissements de financement de 
microentreprises. 

- EJargir I'aecas aux ressources et services financiers pour les 
microentreprises at promotion de leur croissance a travers J'aeces sur une grande 
echelle aux services financiers formels, institutionnaUses at financierement autonomes. 

- Mener' des etudes specffiques sur les contrafntes entravent Ie 
developpement. des microentreprises et formuler des' recommandations pour Ja 
suppression des ces contraintes. 

METHODOLOGIE : 

1- Phase preJimlnalre: Identification des prestatafres de servioes 
financiers potentlels pouvant etre interesses par Ie projet et selection du contractant 
institutionnel qui sera charge de mener Ie projet sur la base de la meilleure approche 
pour I'execution de la phase 1. 

2- Phase 1: Selon I'approche choisie, On procedera a la preparation des 
donnees de reference pour les eventuelles evafuatlons avant la conclusion de contrats 
avec les institutions marocaines pour Ie volet financement du projet at financement 
des etudes, I'elaboration de manuels et systeme de gestion , la formation du 
personnel devant executer les services de microfinance et Ie lancement d'une activite 
pilote de financement des microentreprises. 

3- Phase 2: Mise en place progressive d'un fonds de nantissement 
pouvant garantir les activites de credits et commencement des activites de pret et 
d'epargne en plus du lancement des etudes necessafres it une meilleure connafssance 
de la microentreprise marocaine et des problemes de financement qu'elle rencontre 
at it la constitution d'une base de donnees sur la promotion de la microentreprise 
marocaine. 

4- Phase 3-Perennisatlon des actlvites: Assistance technique it 
I'activite pilote de financement des microentreprises pour lui permettre d'atteindre 
I'autosuffisance financhere, transfert eventuel de I'experience a d'autres sites et 
encouragement des investisseurs prives interesses par Ie projet. 

/ 
JI~ 


