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The study of the impact of macroeconomic policies on the competitive

advantage of Egypt, Jordan and Morocco in international horticultur~lmarkets

develops first a conceptual framewark and then applies that framework to, each

of the study countries.

Conceptual Framework. The influences of macroeconomic policies and ma~ro

prices -- interest rates, wage rates and foreign exchange rates -- are
\',
\

pervasive, touching all sectors of an economy. In the course of this study,

it became apparent that '!xchange rate and price policies were the dominant

factor in the international competitive position of the study countries.

Therefore, while the full range of macroeconomic forces is considered, only

the conceptual framework for evaluating exchange rate and price policies is

discussed here.

Until the debt crisis of the early 19805, it was argued that overvalued

exchange rates was the norm for most, if not all, developing cOluntries.. In

effect. the overvaluation of real exchange rates reflected a fixed nominal

exchange rate in spite of rapid domestic price and wageinflat·ion. Because

export prices re f1 ec ted increased wage and input costs , the fixed nomi na1

exchange rate decreased the international competitiveness of these nations.

That is, the increased domestic prices were reflected in expor't prices; the

increase could have been compensated by a devaluation of the currency.

The reasons that developing nations followed a fixed-nOl.ninal exchange

rate and an appreciating-real exchange rate policy are many. For some, the
- - -

dramatic increase in the prices and value of raw material exports during the

mid 1970s reduced the nee~ to export agricultural and manufactured products.
(;

Rather, imports of consumer, particularly foodstuffs, and capital goods was

the primary concern. A fixed-nominal exchange rate minimized the cost of
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these lmports. And Msince domestic inflation exceeded that ·of major trading

partners. imports. in ~he absence of countervailing tariffs and other import

restrictions. were substituted for domestic production. Current account

deficits -- a signal to depreciate a currency -- were not a concern as the

recycled petro-dollars provided the means to finance the deficits through

increased international lending.

In addition to massive capital expenditures financed by international

borrowing, these nations stimulated economic grC\wth by selectively limiting

imports through tari ff and nontariff barriers and fostering import

substitution. In many cases, the stimulation of import-substitution

industries was accomplished by limiting finished product imports while

allowing raw material imports. Thus, production of agricultural and

manufactured products were discouraged. First, the fixed-nominal exchange

( rate forced domestic inflation to be fully reflected in export prices.

Second, the price of import-substitution goods was inflated by trade

rest~ictions while their i.~orted input costs were reduced by the overvalued

currency. On the Whole, these nations turned inward for economic growth with

those policies financed by international borrowing. Competitiveness and

participat~~n in international markets for agricultural and ftlanufactured goods

were reduc~d.

The evolution of price policies and their linkage with exchange rates and

other macroeconomic variables are major factors shaping the current economic

environment. The prices of many, basic consumer goods are fixed and heavily

subs idized. These subsidies contributed significantly to government

expenditures and fiscal deficits. But. as long as international and domestic

credit were available to finance the deficit, the subsidies were not a major

l concern. The overva lued exchange rates tended to minimize governme~t
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expenditures as import prices were held down. The effect of the overvalued

currency coupled with the pr~ce policies was to discriminate against

agricultural production for both the domestic and export ~rket.

The current economic environment is discussed in the next section. All

~f the study countries face a similar set of internal and external

constraints. Each faces large fiscal and current account deficits. Each is

dependent on external forces -- exports of raw materials. international credit

or aid and worker remittances -- for economic growth. Yet. while the economic

environments are similar, th'e policy responses Are very different•

Economic Environment. The degree of econemic crisis varies across the

study countries, each faces significant economic challenges in the next

several years. The challenges faced by Morocco are perhaps as severe as any

developing natton. Rather than discuss each country, the genera1

( characteristics of the economic environment across the three countries are

discussed.

Each of· the three countries have faced large fiscal and current account

deficits since the late 19705. These deficits have be~n financed by,.,
international lending so the level of international debt has grow~ rapidly. ~

The debt service has grown to the point that a large proportion of export

earnings must be devoted to meeting that "oblfgation. Indeed, Morocco has been

unable to meet its 'internatit'nal obl igations and has been forced to reschedule

its debt and debt service. Aprimary concern of each of the three governments

is generation of sufficient foreign exchange to meet debt service requirements

and finance economic grnwth.

The second aspect of the current economic environlfientis these nation's

dependence on externa 1 forces for economic growth. . In the case of Egypt.

l dependence is centered on oil exports, touri sm and Suez Canal receipts. For
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Morocco. on th~ other hand. has adopted a broad sweeping set of policy

initiatives to ~timulate agricultural and manufactured exports. Included are

changes in investment laws such as tax holidays and guaranteed repatriation of

profits. An important c~nponent of the export promotion program are periodic

devaluation of the currency. It is unclear if the currency is undervalued at

this time. but clearly it has depreciated against the currencies of major

trading partners and competing exporters. In order to mitigate the negative

impact of the depreciating currency on worker remittances, special, interest

bearing bank accounts have been established. The program adopted by the

Moroccan 'government is, by far. the most aggressive of the study countries.

Egypt. like Morocco, has adopted an impressive array of export promotion

policies. But. the obstacles to overcome are MIlch greater. Exemplary of

these obstacles are exchange rate and pricing policies. Egypt maintains

several "official" exchange rates. Government foreign exchange earnings 'rom

agricuitural and petroleum exports, and Suez Canal receipts are converted at a

clearly overvalued exchange rate. This overvalued exchange rate limits the

government deficit as imported foo~ Cca=' be resold at a much lower price than

if a lower exchange rate were used.

The private sector utilizes a foreign exchange pool funded by tourism and

worker remittances. The ·free market" exchange rate reflects the demand of

the private and public sector an~ the supply from wOi-ker remittances and

tourism. As such. the free market exchange rate 'has appreciated during

per-lods of 1arge current account deficHs. As such. the exchange rate ~ias not

reflected interna 1 price inflation and other forces that tend to reduce

current account deficits. In contrast to Morocco and Jordan, whose exchange

rate policies promote exports of services or people. those of Egypt serve no

L_ clear purpose in promoting exports. Of course, within the present framework.

vi
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the Egyptian government could declare and enforce an exchange rate policy

beneficial to horticultura~ 2xports.

Agricultural price policii:s of Egypt have tended to discriminate' against

agricultural production and exports in favor of domestic consumption.

Although recent steps have been taken to reduce the distortions of price

policies, price polici~s will continue to skew agricultural production. The

impact on horticultural products may well be beneficial aSlllost are not

subject to price controls.. But most are subject to a myriad of export

regulations and some 4re subject to export taxes.

~onclusions. Clearly, the current policies of Morocco and Jordan are

more carefully f~nmulated and potentially more effective in promoting exports.
than are those of Egypt. That conclusion Is not to deny the significant

. ,

ch~nges in Egyptian poHcies to promote exports but rather to recognize those

changes fall short of those of the ,~ther countries. Policies must be
"

evaluated on the basis of the policies in other countries not on the basis of

past policies within a country. The policies of Morocco should promote
r••)

agricultural and horticultural exports. Those of Jordan should p~omote

exports of skilled people and service which may not promote agricultural and
"

horticultural exports.
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CONCEPTUAL FRAMEWORK
"I'.,'

"

It is reasoned that the potential! impact of a t,;aref'JllY fonnulated

sectoral (agricultural or food) polici, mCiy 'be signffica'ltly reduced by
':, .

"

inappropriate macroeconomic policies. (The reason is that macroeconomic

policies through so called macro prices:,-" wage rates, interests rates and

exchange rates -- influence the structur:e of i:'lcentives throughout ,the food
i .

system. And that the structure of incentives, in turn • .influences 'the mix of

agricultural production and consumption as well as the distribution of income

in the short run. Further, these macro prices influence the t;:hoice of

production, 'process i ng and consumptfon techno109Y· and so the dynami'c

development of the fo,od syst~m is affected as well.'

The interrelationships of macroeconomic P91icfes with the food ,system and
/i ','

the interactions among macro prices and/;:othe.-v,riables 'are varied and

(

complex. Hence',}he<:_first step In evaluating the" relationshi;:~:\~:,~:f '::

the debt service needs of the study countries'.

W:'

" -,'

,macroeconomic policies and agricu1t~r'al potenti~t::mtJstbethe identification

of is conceptual, analytical fram~w()rk.Afurther,~onipHcationthat must be
,'. r"

cC)Rsidered is the external cor.straints placed by the large foreign debt and

'"

r
The first task is to ident~,fy the elements of m~~ro~conomic policy, of

policy choices, and their ,interrelationships.

ELEMENTS OF MACR~~CONOMIC POLICY ' ...•

. !:.

;"'"

The three elements of macroeconomic policy are fiscal or budget.

monetary.· and macro price policy (Till111er. Falcon and Pearson). The,

~elationship of these policies with food po1i~y~.hasbecn sunvnarized in Figure
",.: ~; \. .

1. To set the stage for further devel?p~e~'t'~6f this t"'oic. an example that

has significant current relevance'iis developed.<.- .
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Major Connections hetween Macroecon~~ic Policy and Food Policy
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in part due to the

l ....

.
Almost globally, developing nations and newly industrializing nations

adopted expansionary economic pol icies in the mid 1970~. In some cases the

motivating factor was the cOlll1lodity price boom of.'. the early 19705 that g.·eatly

increased the level of realized and anticipated government revenues. In other

cases, the re~dy availability of international credit

recycling of petrodollars -- was a motivati~g factor.

In this environment $ bUdget pol icy embraced government deficits. which

were financed internally through money creation ~nd externally through

international borrowing, as an expedient means to accel~rate economic growth.

Investments in projects with a long-term, delayed payoff were common~ Food

price pol icy keyed on subsidizing consumption of urban poor. \ ('

As international capital markets closed, these countries turned to

financing the budget deficit by creating money whfch in turn generated

( inflation. The rising level of prices necessitated increasing levels of

consumer subsidies which jn turn lGd to increasing budget deficits. At the

same time, as thei r inflation rates exceeded that of their major trading

partners, their exchange rates became overvalued. And so their

competitiveness in export markets declined which in turn increased the budget

and current account deficits.

With this generalized view as a backdrop, the relationship of

macroeconomic policies and the food system can be developed in more abstract

tenns.

Budget Policy. Budget policy embrace~ two decisions. First, the size of

the budget and second, its s~ctoral allocation. As suggested above,

established programs may in the short run drive the size and allocation of the

bUdget rather than the reverse.

i
t

\
I
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In general. allocations to the food sector may be first divided into food

production and food consumption categories and second within each of those

categories into current consumption and in~estment activities (figure 2). On

the production side, current consumption or recurrent: expenditures include

input and output subsidies and the provision of essential government services.

On the consumption side, recurrent expenditures are primarily consumer

subsidies while investm~nt, bt"oadly defined, is any activity that increases

the efficiency of converting food to human productivity such as health care

and sanitation.

In the short run these investment and current consumption activities may

detenmine budget levels and allocation rather than starting top-down in Figure

2. The policy to subsidize consumption may lead to a policy of over-valuing

the exchange rate in order to keep import prices down. The budget dp" it

caused by the allocations to the. food sector may, in turn, influence monetary

and fiscal policies. The~e policies will influence interest rates and wage

rates.

Monetary and Fiscal Policies. Monetary and fiscal policy are conditioned

on the willingness and ability to generate tax revenues and so the budget

balance. In some cases, these policies are also conditioned on the ability of

• the government to extract economic rents from exporting of a natural resource
. 0

-- petroleum or phosphate for example.

Monetary and fiscal policies will generate pervasive. economy-w;de

effects in two fashions. First, the level and ~ariability of macro prices are

influenced if they are detennined by market forces. S~cond. if macro prices

are administratively or legislatively determined. non-market solutions must be

found for the resulting distortions that often resul t. For example. a f;xed
(-
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FIGURE 2 Budget Allocations and the Food Sector I
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MACRO PRICES AND THE FOOD SECTOR

interest rates for preferred ~reditors, minimum wages for an urban

working class elite, and depres ...ed rural fncentives ••• [which] makes

rapid growth in agricultur'll output t:xtremely difficult, while it

simultaneously skews the distribution of earned incomeN (p. 218).

Following these authors. we no~ turn tu influence of these macro prices

on the foed sector.

exchange r'.'lte may necessitate regulations to control capital flows and the

allocation of foreign exchange earnings.

"Bad" Macroeconomic Policies. Although generalizations are sometimes

dangerous, the results of a distorted macroeconomic policy can indeed be

generalized. Tinmer, Falcon ana Pearson characterize distorted macroeconomic

policies as:

6

subsidized

..,~.t:--

inflation, an overv~lued exchange rate," 'd••• rapl

(

(

Timmer et al. identify five macro prices that are determi~ed by macro

economic policies and, in turn, influence the food sector. First, the impact

on prices of basic faGtors of production -- labor, capital and land -- must be

considered. Second, the impact on the relative prices or terms of trade of

the rura l-urban sector and o~ t"'e domestic-international IJiarkets must be

analyzed.

The intent, of course, is to rletennin~ t~e extent to which macro prices

prOVide accurate signa 15 of scarci ty as t";" £·ffects of macroeconomic policies

are included.

Foreign Exchange Rates

When accompanied by other supporting trade policies, the exchange rate is

relatively easy for a government to control. Further, it has been argued that



exchange rate at "$20 to the dollar, the cost of a U.S. produced coat would

fa 11 to "$1600 and Mexicans would prefer to import coats rather than to

purchase domestlc production. To counter that preference, Mexico might place

a tariff or quota on imports or it might ration foreign exchange. Hote also

that the overvaluation prices Mexican coats out of the U.S. market.

While this simpl istic example illustrates the impact of an increase in

the international purchasing power of a currency, a more general evaluation of

a currency's value uses the level of prices in one country in comparison to a

second. If the movements in an exchange rate simply offset relative rates of

inflation, then purchasing power parity is said to be maintained. In this

case, an exchange rate movement does not by itself induce trade flows.

the tendency of developing nations has been to overvalue their currency to the

detriment of the agricul tura1 and exporting sectors. Clear'ly, that

generalization had broader applicability a few years ago than it do~s today.

First, the meaning and impact of an overvalued currency are discusr.ed. Then,

the impact of external indebtedness on exchange rate fonnation is revealed.

Overvalued Exchange Rates. The appropriate value of one currency

relative to a second currency is difficult to determine. However, starting

from a point ill time, it is possible to determine if the movements of the

value of one currency have increased or decreased the international

competitiveness of a nation's products. Before proceeding to that analysis,

however, a simplistic example of an overvalued exchange rate is developed.

Suppose a leather coat cost 2000 pesos (M$) to produce in Mexico and $80

to produce in the Unfted States. If M$25 exchanges for $1, a coat produced in

Mexico would cost $80 in the United States while U.S. coats would cost M$2000

in Mexico, so no trade would occur. If the Mexican government fixes the.

7't;'" ,~•.
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Returning to the coat example, some of the impacts of an overvalued

exchange rate can be identified. First, imports are undervalued. Imported

food may, therefore, be pri,~ed below its domestic opportunity costs. It is

said to place an implicit tax on agricultural production and provide an

implicit subsidy for urban food consumption.

An overvalued exchange rate also discriminates against any production for

the export market. The reason is that products alee over priced (under priced)

in foreign (domestic) markets and so exports are reduced. An indirect effect

is that production for d~~stic consumption tends to be greater as export

production tends to be less.

The remedy for an overvalued exchange rate is. of course, a devaluation.

The impact on domestic variables of a devaluation for an imported good and

exported good are illustrated in Figure 3. In general, the devaluation

( increases the domestic 'prfces of both types of products•. As a result. the

country must use monet~ry and fiscal policies to offset some of the

inflationary impacts of a devaluation.

Many exchange rate regimes that overvalued a currency have come to fJe

replaced by a deliberate undervaluation of currency. That change has been

motivated by the need to meet large debt servfce requfrements through

increased exports and earnings from tourism. let's turn now to the

characteristics of deliberate undervaluation of a currency.

Undervalued Exchange Rates. Quite clearly a number of dpveloping nations

have recently embraced a deHberate undervaluation of their currency. The

obvious impacts are l'n increase. in import prices and a decl ine in export

prices. But other, more subtle impacts, must be considered.

First, the method of applying selective devaluations tends to contribute

to domestic inflation. At the extreme, such as the case of Mexico, the
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exchange rate is devalued dai 1y. Thus. prices of imported goods increase

daily. Other countries, Morocco for example. have devalued on a semi-annual

or quarterly basis. The resulting domestic inflation due to the increase in

the price of imports varies only by degree across th!se countries. This

inflation operates against fixe.'~ consumer prices to increase subsidies and so

government expAnditures. If the subsidies are financed by money creation,

inflation is further increased. It seems reasonable to expect rates of

inflation that exceed historical experience in many of these countries.

Second, almost all of their foreign debt is denominated in dollars as is

the price of oil. The quantities that must be exported in order to .eet debt

service requirements and to finance imports increase as a currency declines in

value. Whether undervaluing a currency increases export earnings depends

critically on the elasticity of ex~ort demand. The exception to this

generalization is when a nation's exports are priced in dollars in the

international market. T~is is the case for petroleum, phosphates and many

other products. In this case, internatianal purchasing power rests with the

relative strength of the dollar. One of the motivating factors f~r' the

willingness of OPEC members to reduce the price of oil is the increased

international purchasing power of dollar denominated oil exports.

Quite clearly, the nOnl of the future may well be undervalued rather than

over\alued exchange rates in developing nations.

INTEREST RATES AND CAPITAL MARKETS

Interest rates serve two functions. First, interest rates serve to

allocate capital aAlong alternative uses with varying rates of return. This

might be thought of as the demand for capHa1. Second. interest rates

(. determine the supply of capital in the form of domestic savings or imported,

capital. The interest rate must be sufficient to induce income earners to
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shift income from present. consumption to savings. The interest rate must

obviously exceed the inflation rate by a sufficient margin in order to induce

Economic development depends on capital creation hence a low real

interest rate has been an integral part of the development policy of many

nations. Evaluation of the impact of this policy requires a rudimentary

knowledge of the interaction of interest rate policy with monetary and fiscal
,....•,

policy, the savings rate and the development of ftnanctal iri$titutions.

A -low" interest rate policy has two dimensions. First, if the interest

rate is low relative to the rate of inflation, the flow of domestic savings

may be less than that needed to finance economic growth through capital

accumulation. Second, if the flow of savings plus international capital flow

are insufficient to meet the demand for capital. then institutions must be

developed to ration available capital.

The institutional r~tioning of capital may lead to market segmentation.

The government-sanctioned lending institutio~s tend to serve commercial

agricultural and industrial interests. Rural. eredit markets tend to .be

informal and the interest rate tendS to be higher. And these differential

interest rates, arising frOli segmentation of cap.ttal markets, lead to

differing rates of capitalization acrOSS sectors of the economy.

In addition to domestic interest rates, that paid on external debt has

become a critical factor. Recent increases in interest rates far above

historical nonms, coupled with the short-run nature of most obligations have

placed an external constraint on many developing nations' ability to generate

internal growth. In particular, nations must generate increased export

earnings in order to import capHal needed for economic development while

meeting debt service requirements.

I.,
.,'·l
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WAGE RATES

The legislation of minimum rural and urban wages is co~non in developing

nations. At an abstract level, the minimum wages would influence the choice

of production technology, rural-urban migq·ation. and ex~nrt cc!!'.,etitiveness.

Whi 1e a consensus of the impact of mi nimum wage has not been reached. some

tendencies can be described.

First, a minimum urban wage, which can be readily enforced only for

government jobs and those of highly visible industries, tends to .lead to the

establishment of an urban -elite" that has obtained access to those jobs.

Workers competing for jobs in more informal sectors tend to receive much lower

wages. Nevertheless, the establishment of a minimum urban w~ge may induce a

flow of workers from rural areas.

It is argued that the establishment of a minimum wag\! leads to the

adoption of labor-saving capital. The degree of substitution of capital for

labor varies greatly acr~ss sectors and nations. Finally, increases in an

effective minimum wage, IS is the case for prices in general, if not offset by

a devaluation of the nation's currency may lead to a decline in international

competitiveness.

In the remainder of this paper, the economic environment a~d policies of .

Egypt, Morocco and Jordan' are analyzed. Special attention is paid to the

impact of macroeconomic policies on the ability,;6f these countries to compete

in international markets.
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EGVPTIAN ECONOMIC ENVIRONMENT AND POLICIES

Economic Environment

After several years of relative stagnation in economic growth, when real

per capita gross domestic product (GOP) grew at less than one percent per year

during 1970-74 (Figure 4), the Egyptian government initiated a majnr change in

economic policy in 1913. The econolnic strategy -- tenmed the open-door policy

-- sought to tuton the economy toward export markets and import subs t i tut i on

through creation of a free foreign exchange market and establislbnen,t of::!,

economic incentives for foreign and domestic private investment.

Subsequently, the economy expanded at a more rapid rate with real per

capita GD~ incre&sing at 5.9 percent during 19;~-79 and over 6 percent in the

early 19805 (Figure 4). The impressive economic growth, however, did not

result from the economic strategy adopted in the eat'ly 1970s. Rather, the

( gro~:th:of the late 19705 was fueled in part by dramaticf\l1yincreased
~......".~ ......-

government 'expenditures aQd resulting budget deficits (Figure 5). Government

revenues increased from abo'ut ££1.2 billion in 1974 to £f3.7 bi'lHon in 1979,

but expenditures increased from about ££2 billion to 6.6 billion in the la~ter

year. Thus, the budget deficit increased from less than Efl billion':';n 1974

to almost 3.0 billion in 1979. The budget deficits were primarily financed by

external borrowing; external debt (medium Jlnd long term) increase~ from U5$2.4

billion in 1973 to U5$12.2 in 1979 (Figure 6).
'....

At the same time that the fiscal deficit was financed externally a
:" .. ' .

rapidly growing merchan~t,~e·trade deficit required large external capital

inflows as well. Merchandise exports grew at a very slow rate from 1970 to

1978 with a bilfion US$ jump in 1979 due to the increasei" petroleum prices

, \

l
"

(Figure 8) 0 During that period, merchandl'se imports ,doubled ~ith the result

that 'the resource gap (trade balance) increased froni around one billion USS in I I

!
1

!"
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the early 19705 to US$3.6 billion in 1979. The resource gap WitS partially

offset by increased remittances from Egyptians working in No."th African and

Gulf count,"ies (F:9IJre 9). Pri vate unrequi ted transfers, the bulk of which

are worker remittances, increased from less than US$lOO million tn the early

19705 to 2.3 billion in 1979. The increasing level of worker remittances and

petroleum revenues coupled with the reopening of the Suez Canal held the

current account deficit to an average of about US$1.2 billion during this

period (Figure 10).

These sources of economic growth continued to fuel t~e economy in the

early 1980s. The government deficit increased to an estimated ££5.5 billion

in 1983/84 as government expenditures grew to almost E£16.0 bHlion. ·The

level of merchandise imports continued to grow fronl 1980 to 1981/82 while

... ]rchandise exports and worker remittances stagnated. As a result, the

current account deficit ballooned to US$2.4 billion in 1981/82. To finance

the fiscal and current a.ccount deficits, external debt increased to over

US$15.2 bHlion in 1981, ,US$16.6 billion in 1~,~2 and almost US$18 bil,lion in

1983. Thf! startling current account deficit in 1981/82 prompted the
.'.:
'~ government to restrict imports, primarily of the public sector, in the

following years. The import restrictions. coupled with a further expansion of

worker remi .. tances has reduced the estimated current account deficit to an

estimated US$871 million in 1983/84. The cumulative effect of fiscal and

trade policies since 1973 is an external debt of almost US$lB billion and

annual debt service requirement exceeding US$2.5 bil~ion.

The external sources of economic growth allowed the government to largely

ignore thf! basic philosophy of the economic strategy adopted in the early

1970s. Rather government involvement in production Qf many consumer goods was

~ maintained at high levels. The public sector produces consumer goods ranging I
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TABLE 1 Industrial Conmodities Produced Under Centralized Pt"ice Control.
Egypt, 19B4

Commodities Produced by Industries Supervised by Ministry of Industry

(

Soap
Industrial detergents
Cigarettes
Processed tobacco
Cigarette paper
Cheese
Margarine
Edible oil
Sugar
Macaroni
Hilk and yogurt

Soft drinks
Low-priced fabrics
Low-priced sweaters
Low-priced blankets
Cotton yarn
Woolen yarn
Plywood
Drinking glasses
Salt
Shoes

Reinforcing iron bars
Fert11 izers
Tanned leather
Refrigerators
Washing machines
Passenger cars
Acetylene gas
Penci 15

l

Source: Ministry of Indus~ry

Hate: In 1980/81. 27.4 of industry production fell in this category. For
1981/82 and 1982/83. the estimated percentages are 30.5 and 30.7
respectively.



from pencils to soft drinks to shoes under centralized price controls

(administered prices) (Table 1). In the early 1980s in e.xces~ of 30 percent

of industria 1 production was accounted for by these public sector enterp"ises.

The wide ranging participation of the publ ic sector. is indicated by the

following aggregate data: government expenditures represented about 60

percent of GOP, 40 percent of employment and 70 percent of investment.

The p'Jblic sector involvement in industrial production has had several

effects. First, in order to keep the admini$tered prices of consumer products

low, administered input prices were kept low. For the agricultural sector,

producer prices of many products have been held well below private (world

market) prices. Second, it has created a dualistic economic structure with

the lethargic pUblic sector on the one hand and a dynamic import sector on the

other. The content and impact of price policies is discussed at some length

later.

The economic po1icie~ pursued during t:he 1970s and 1980s place a number

of implici t and explicit obstacles to export promotion and import

substitution. Not the least of which were an unrealistic exchange rate

policy, foreign exchange confiscation. and restrictive and discriminatory

import and export regulations.

(t is genera lly recognized and accepted in Egypt that the dependence on

externa 1 sources for economic growth must be changed. That the sources of

~conomic growth must be broadened by a virtual transformation of public and

private sectors toward export promotion and import substitution. That

recognition is reflected in changes in the current policy environment.

t
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!

I
i
I
I



"'~-'~ 21

(

Economic Policies

Exchange Rates and Foreign Exchange Policy

The Egyptian foreign exchange and trade system remains very complex

despite 1ibera lization in the mid-1970s. The foreign exchange market is

fragmented in three pools and even larger number of exchange rates.

Officia1 rates are uti Hzed by the Central Bank based on a foreign

exchange pool derived from Suez Canal revenues and the export of cotton, rice.

and petroleum. One official rate is used .primarily for the payment of

external government debt and the importation of basic supply commodities and

selected agricultural inputs. This official rate, unchanged since 1979, is

$1.43/E£ (.1 E£I$). In addition, special exchange rates apply to transactions

with central plan economies with non-convertible currencies (the Soviet Union,

PRC, and North Korea).

Commercial bank rates are utilized by commercial banks for th~ commercial

bank pool. The c"nrnerci~l bank pool is fUilded by worker remittances and

tourism. In August 1981, an !!ficial conrnercial bank rate of' $1.20/E£ was

established. Although the official rate has remained unchanged, few

transactions are conducted at the rate. The bulk of transactions occur at a

premium rate which in mid-1984 equalled $.89/E£ (E£1.12/S). Currently, only.

selected tourism transactions occur at the official commercial bank rate.

Until April 1983, the majority of private exports were channeled through

the cOrmlercial banks at the official rate. Since then, exporters have been

allowed to retain foreign exchange earnings and to change at the own (free)

market rate.

"Free" or "own" exchange market established in 1976. is funded by

workers' remittances (that don't go through the conmercial banks). forl!ign
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investment, and tourism. The' pf-fvate sector uses this market to finance

imports and for foreign dollar den~ninated assets.

Analysis. The overvaluation of the official (Central Bank) rate relative

to the free market rate underprices certain agricultural exports and foodstuff

imports. Assume the export (world market) price is $1 per unit. The export

price in local currency at the official rate would be only Ef.7 in comparison

to that of ££1.20 at free market rate. In turn. the resale price of selected

roodst\lffs (wheat. for example) would be E£.7 at the official rate versus

E£I.20 at the free market rllte. This example i Hustrates that ove,rva.lu.at1on

of the Central Bank rate is an important element of the subsidizatiort of basic
I.:'

consumption products.

The determination of the free market and of the connercial bank rate is

based on the supply from worker remittances. tourism and exports not covered

by the Central Bank rate and the demand to finance imports of the public and

private sector. Hence •• the free market rate will not ful~y reflect the

current account balance except as the government is able to control imports"
'j

It will also not fully reflect differential rates of inflation.

from April 1982 to March 1984. th~ real commercial bank and free market

rate are estimated to have appreciated by almost 27 percent. The appreciation

of the C!xchange rate is attributed to the increase i n worlcer's-~ remi ttances I

the restraint of imports and the growing overvaluation of the Central Bank

rate which held down input price increases to the agricultural and public

fndustria 1 sectors. The appreciation of the currency aggrevated an already

large trade and current account deficit.

Quite clearly, the recent reforms in the exchange rate and retention of

l foreign exchange earnings represent a favorable c~ange for exporters.

However. jus t as cl early. the dependence on worker remi ttancf's to fund the
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cOlTll1ercial bank and free market pools adds an element of instability to

exchange rate determination and isolates, at least to some extent, the

exchange rate from adjustment due to internal inflation. The government can

affect the free market rate and prenlium commercial bank rate only indirectly.

Wage Pol leX

Purchasing power of consumers is maintained by administered prices for

basic consumer goods rather than maintenance of a minimum wage. As such, the

wage rate for the agricultural and industrial sector reflects the supply of

labor relative to demand•

The outflow of workers to other countries, estimated ,t about 4.5 million

in the 1980s, has significantly increased the average wag! level. From 1970

to 1979, wages are estimated to have increased four-fold. From 1979 to 1983,

the average dai ly wage almost tripled (Table 2). This increase in average

wages operated against a constant Central Bank exchange rate and until

recently appreciating contnercia1 bank and free market rate. Export prices,

other things constant, have not offset the significi'nt increase in labor

costs.

Export PrQ~otion Policies

The A.I.O. Mission in Egypt has identified several recent policy changes

that will increase the competitive position of private sector agricultural

exporters. The changes include:

1. Ministry of Economy Decree No. 126/1983 (April 22, 1983). permitting

private sector exporters to retain foreign exchange earnings for

most types of commodity exports. including most types of commodity

exports, including most horticulture products, and to receive the
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TABLE 2 Daily Agricultural Wage and the Exchange Rate, E91Pt. 1979-1983

w.:

Da i ly Wage.!!
Free

Year Exchange Rate

em rsmr-
1979 1.56 1.08

( 1980 1.95 1.12

1981 2.56 1.28i'

1982 3.25 1.29

1983 4.09 1.36

Sources: Unpublished Ministry .:of Agricultural data and International>-'oc,
financial Statistics.

1/ Average daily wage plus prer~quisftes.

'-
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free market rate of exchange for their hard currency \'ihcn buying

Egyptian pounds.

2. law 195 of August 4, 1983 establishing the Export Development Bank.

3. A premium on exports under bilateral trade agreements compensating

for deterioration of the exchange rate.

4. Abolishing export cormrittees that fixed minimum prices for fresh

produce exports by the private sector; recorrmen~~«!.Jrather than
" '

obligatory)miriimum export prices are announced.

5. Establishing five governmental conmittees involving the concerned

governmental agencies and private sector exporters; the committees

are to make reconmendations about (a) transportation and cargo

handling, (b) simplification of customs and other formalities, (c)

relaxation of export quotas and prohib~tions, Cc) relaxation of

export quotas and prohibitions, Cd) export planning'; le) moral and

financial incentives to export.

6. The ending of restrictions on the export of most fruits and some

vegetables during offseason periods; in the past, the government

sometimes had tried to control wholesale and retai 1 prices when
"

supply was short by banning exports.

The mission concludes that the steps taken by the government of Egypt in

1983 to promote exports were selective in nature. Private sector agriculture,

and specif'ically horticulture, exporters may benefit from the new policy

environment for exports. In addition, the- mission notes the Minister of

Economy also has been consulting with the private agricultural exporters as a

legitimate interest group to solve selective problems (e.~.. by a11o\'/ing

Jordanian-operated refrigerator trucks to undertake del ivedes by land from

Egypt to the Arabian Gulf states). The Ministry's Egyptian Export Promotion

I.
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( Centre has undertaken surveys of fo,'eign markets for horticultura I products

and provides marketing assistance to Egyptian private sector exporters of such

products.

Price Policies

. Resource allocation in the agricultural and industrial sectors has ,been

skewed by administered prices for public andfii'ivate sectoroutput~_~The goals.
-.'-"., _..... ',.:- "-~~ .... ~.. ;~.:.';~'.,-:._.:.i. :.;;.";',':-./':""

of price policy have varied across convnodities. For agricu1t~rill export crops

(cotton and rice, for example), administered producer prices have typically

fallen well below world market (export) prices. One objective, of course, was

to maintain an important source of government revenues. In addition,

maintaining low producer prices kept down costs for public sector industries

(cotton; 'and the textile industry, for example). The objective in the latter
."".,

;c.ase was providing low-priced consumer goods •
...

The producer prices of important import-substitution crops have been held
. .

below world market. (import) prices to minimize government e~penditures to

subsidize consumption. At least partially due to these price policies, the

agricultural sector ''trade balance turned from a $300 million surplus in 1970

to a $2.5 billion deficit in 1981. This dramatic growth in food imports has

placed considerable strain in the balance of payments. At the same time.
~ '.~ :'.. '

subsidies have grown to all estimated E£Z bi 11 ion in 1983/84, about 13 percent
,.1:
",c l

of government expendituresi~

First. ",'e tur,. briefly to comparison of domestic and international prices

and then to some examples ,of the subsidy policy. In 1980, Ingram estimated
.:1,,'

that domestic price of cotton was only 18 percent of the international or

export' price (Table 3). He also estimated that wheat prqducer price was 54
-;>

percent of i,mport price and rice was only ,,~.3.percentc:nfexport pr ice. later
'_" ',' I ...

"'c, es/timates (1982/83). reflect ,'ecent efforts to bri,,9 producer prices more in
III,
'I
A
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Comparison of Domesticp.~oducer and InterniJtio:la1 Prices for
Selected Agricultural Commodities, Egypt

27'

.
10...

Conmodity

Cotton (ginn'ed)

( Wheat

( Rice

f Sugar- Cane

1980
Vom~stic International

330.0 1800.0

77.0 141.0

75.0 320.0

1982/B3
Domestic International

1130.4 3270.1

104.2 127.7

105.0 319.3

18.2 ,:' 26.7

•
.' .~.:

./
.-~'

Source: 1980: Ingram, James C. "Egyptian Agricultural Price Policies
and the Balance of Payments."

1982/83: Ministry of Agriculture•
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Import. Producer and Domestic Selling Price for Selected Food
Products, Egypt, 1979-1982/83

28

- I Convnodity 1979 1980/81 1981/82 1982/83

------------------.(E£/m.t.)--------.---------~~,

1/ Average price for contract.ed imports." :,.
S./ For Eurcpean-style ,b,aJ':eries. ..
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domestic sell ing price was 32 percent' 'of' import price and 40 percent of
• ~ 1

.,' ", ~I·~.

domestic producer price..Ma'intaining the domestic selling price required a

subsidy of 67 perce~t on imports of 60 percent on domestic production.

The ana1ysi s is similar for wheat flour. The subs i~y was more than

double the-domestic sell ing price in 1980/81 and about equal to it 1n 1982/83.

'The combination of a low producer price and a low consumer price both

contribute to increased l~vels of imports as demand is greater and supply less

than if world market prices prevailed.

The intervention via administered prices has caus~d private returns to

deviate froln economic returns {shadow prices) for many products (Table 5) •

Moreover. the degree of distortion appears random. it does not appear to

reflect a systematic plan. The ratio of private returns ,.,to economic returns
\, .....-...,." ...- ,'-.

" ••;.J_.~,

varied from 1.27 for wheat to 15.53 'for onions. / In the fonner case, producer

prices are administered with production sold to the government. In the latte.·

case, the government is the sole exporter of onions and sets the export price.

The table also illustrates that aven though the private returns for fruits and

vegetables fall ,short of economic returns, those returns are much greater than

" for cerea 15 and cot ton.

'.~~"-'

\

\
I
\

~
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TABLE 5 Private (Financial) and Economic Returns to Land for Selected
Agt'icultural COIMlodities, Egypt, 1981

30
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Source: Vorld Bank Report No. 4136 EGT.
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The prices of fruit and vegetables have not been administered lit the farm

level. Rut, maximum wholesale and retai 1 prices have been estal?; ished on a

daily basis for vegetables and until this year for fruits. The establishment

of a single price and not a range of prices reflecting quality differentials

removes much of the incentive to supply high qual ity produce. To be sure,

markets reward producers of quality produce to some degree .but the pricing

system does not systematically provide an incelltive.

To summarize, the administered prices at the retail and consumer level

have been argued to have decreased the rate of economic growth. First,

foreign exchange has been util ized for foodstuffs imports at the expense of

capita1 imports. Second, that food consumption subs idies divert governnlent

revenues from capital to recurrent expenditures.

\
I
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MOROCCAN ECONOMIC ENVIRONMENT AND POLICIES

Economic Environment

From independence until the early 1970s, the Moroccan economy expanded at

a steady, but unspectacular rate, reflecting a low level of domestic savings

and, in the absence of extensive foreign investment and credit, a low level of

domestic investment. Acting against gains in aggregate output. the high rate

of population gr~wth diluted per capita real gross domestic product,

maintaining it at an almost constant level from 1967 through 1973 (Figure 11).

At the saine time, the economy was judged to be economically sound.

Merchandise exports nearly equa led imports (Figure 15) and so the current

account deficit was very small and easily financed through limited foreign

borrowing and aid (Figure 13).

Because of t~e low groh'th potential from internal sources, the 1973-77

economic development plan emphasized an export-oriented investment strategy to

increase foreign exchange. earnings and an income redistribution program along

with other policies to increase domestic savings and thus prpvide the

resources to increase investment. The key elements of the plan were almost

immediately discarded as government receipts from phosphate exports increased

from $200 million in 1973 to $900 million in 1974 and close to $850 million in

1975. In anticipation of continuation of these revenues the Moroccan

government embarked on an ambitious public-sector investment program.

Paralleling the actions of many nations following an increase in government

revenues from extractive-resource exports, the economy and government pol ides

became more inward oriented.

The rapid expansion of public sector investment increased it.s proportion

of gross fixed capital investment from around 13-15 percent previously to 33

percent in 1977. Including state enterprises, the proportion increased to
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almost half of investment as compared to a third previously. Public sector

investment favored public services, communications and housing. Conversely,

the share of government investment to agriculture, energy and mining declined'

as did the share of private sector investment. Horeove.", it is argued tllat

the state investment tended to favor import-substitution rather than export

promotion activities. The profitabil ity of these investments was assured by

increased levels of tariffs on competing imports.

The end '~esul t was a production structure that was largely uncompetitive

in world markets. As.. result, exports stagnated at ,about US$2 bi 11 ion

while imports soared to about US$3.8 billion fueled by bad weather,

economic expansion, and increased militar,Y an",~ petroleum import expenditures.

And so the resource gap (trade balance) grew to an annual average of about

US$l. 5 bi 11 i on and the current account deficit increased to about the same

( magnitude and foreign borrowing exploded to cover the shortfall (Figure 15).

Tota1 ex terna1 debt increased from US$l.n bi 111on in 1976 to over US$ll.
billion in 1983 (Figure 17). Before turning to the external constraints

arising from this period, the discussion of budget policy is completed.

The sectoral allocation and the level of government expenditures resulted

in a market decline in domestic (public and private) savings. The financial

requirements of the investment program was at least partially financed by

money creation and so inflation increased. The increased general level of

prices operated against fixed consumer prices of many products and so SUbsidy

costs increased, further accentuating the budget shortfall.

All of these factors led to a current account deficit that reached almost

$2 billion in 1977 and around $1.5 billion in the next three years (Figure

17). Foreign public and private debt increased fronl slightly ove." $2 billion

in 1976 to over $7 billion in 1980.



,'=" :

37

19821980197819781972

17. CURRENT ACC'T BAL., MOROCCO
, 970-83

I( FrG.
10.8

1°·4

10.2

10.0

; (10.2)

d(10...)

a (10.8)
tq
::» (10.8)-,
~ (11.0)

It.. ~
i6 (11.2)

(11.4)

('1.15)

(11.8)

(12.0)

( 1970



.(

I

L

L.,
r.!'·

38

The momentum of 'the government investment program was broken in 1978 with

a sharp reduction in that program. But the economy's investment rate has

remained high (in excess of 20 percent of GOP) \I,'hile the domestic savings

ratio has remained low (slightly in excess of 10 percent of GOP). As a

result, consumption expenditures have increased only at a rate about equal to

that of the rate of population growth.

The capabil i ty of the government to stimulate economic growth through

external borrowing has been significantly reduced. The debt service

requirement, $2 billion in 1983, have become a significant drain on the

economy. In August, 1983 the nation was unable to I:eet these debt service

payments. The subsequent negotiations with the International Monetary Fund

and the Pari s Club have led to a rescheduling of the debt payments and

increased externa1 financial resources. But as the data clearly indicates,

debt service payments, which are scheduled to average about $2 billion

annually over the next three years, will continue to place an uncomprising

constraint on economy growth.

In response to the IHF agreement and the projected level of debt service

requirements, the government has embarked on, at least rhetorically, export

expansion. Expansion of ex~orts of phosphate and its products is a central

part of that plan and investment in the mining sector remains at a high level.

In addition, the government has initiated several programs and polir.:ies to

increase exports of industrial and agricultural products. Those policies and

programs constituted the current economic policy environment.

Economic Policies

Exchange Rates and Foreign Exchange Policy

All foreign exchange transactions are centralized in the Bank of Morocco.

However, banks may offset purchases and sales of convertible currencies for
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private individuals. Each day these banks must balance their account with the

Bank of Moroecoi these transactions occur at exchange rates fixed daily by the

Central Bank. A forward exchange market. effective since June 1979. is

available for selected imports and exports. Because banks are not allowed to

deal among themselves. no foreign exchange market exists in Morocco.

The Bank of Morocco fixes buying and selling rates for the french franc

on the basis of changes in a market basket of exchange rates weighted by each

nation's importance in Moroccan merchandise trade. Cross rates for other

convertible currencies are determined by the fixed dirham-french franc

exchange rate and the cross rates of those currencies.,:with the French franc in

the Paris foreign exchange market. A premium is paid on worker remittances by

Moroccans working in France. In July 1982 that premium was fixed at 5 percent

of the local currency value of the remittances.

The exchange r~te policy requires a fairly rigid control of capital

flows. Exchange contrel,.administered by the Exchange Office of the Ministry

of Finance. is viewed as fairly complex but not cumbersome as rules and

guidelines are documented and observed. According to the IHF Annual Report on

Exchange Arrangements and Exchange Restrictions. 1983, nonresidents may hold

(1) foreign currency accounts. (2) foreign accounts in convertible dirhams.

and (3) capitol accounts. The foreign currency accounts permit. ~fter

approval of the Exchange Office. free transfer of funds. Transfers from the

convertible dirham accounts. with some restrictions. may be freely affected.

Capitol account fund transfers require. with a few exceptions. indhidual

approval from the Office of Exchange. This account can be used freely to meet

tax obligations within Mo."occo. Expatriation of profits remains a

discretionary tool of the government. The exception is in the area of tourism

investment. In August 1983 a new tourism investment code was introduced.
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which c1ssures unr\~st ... icted. 100 percent ~xpatriation of after-tax tourism

profi ts.

Control of capital flows and the absence of a foreign exchange market

(excepting, of course, any local black market) allows the Moroccan government

to use the exchange rate as a tool of export promotion. A key restraining

factor on the degree of manipulation of the exchange rate is the potential

adverse effect on worker remittances. In recognition of the need to provide

incentives, in addition to the premium discusspd ear!ier, an interest rate of

8 percent has been paid on worker remittance accounts since 1983. Previously,

no interest had been paid on those accounts.

Many developing nations adopted exchange rate and economic policies in

the 19705 that led to an overvaluation of their currency. In several cases,

the boom in prices of exports of raw material -- oil, or in the case of

Morocco, phosphate -- financed necessary imports which had been financed by

industrial and agricultural exports. Overvaluation of currencies held down

the price of imports but reduced competitiveness of these, countries in

international markets. The value of the Moroccan curren'cy followed this

pattern.

Several aggregate measures of the value of a currency are used to

evaluate the relative value of the dirham. First. based on the weights of the

currency basket, the nominal exchange rate index shows a nloderate incr~ase in

the value of the dirham until 1980 (Figure 18). However, due to the

depreciation of the U.S. dollar and the appreciation of the dirham, the real

exchange rate indice shows a dramatic increase in the value ~f the dirham from

1972 to 1974. a moderate depreciation from 1974 to 1976 and then continued

appreciation until 1980. The trade weighted indice shows a similar pattern

C_ (Fi gure 19).
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Several estimate's placed the overvaluation of the Moroccan currency at

about 16 percent in 1980. Since then. the· dirham has been periodically

depreciated such that by late 1983 it had depreciated in real tennsilbout 19

percent against the currency basket and about 12 percent against a trade

weighted measure. The gradual depreciation nf the currency has been continued

in 1984. The following shows the changes in several bilateral nominal

exchange rates (buying rates) in 1983.

French franc
US$
Pound sterling
o. mark
Spanish Pesetas (100)
Tunisian din·ar

.90431
6.5689
9.7267
2.7089
4.8213
9.9700

.89709
6.8440

10.4680
2.6922
4.7142

10.0260

.98010
7.8442

11.7120
2.9713
5.1577

11.0830

.96423
8.0436

11.6510
2.9454
5.1272

11.0150

(

,.,.'/1:,.··;;

( ..

The movements broadly reflect the intent to maintain or increase the

competitiveness of Moroccan products.

Of special interest. 1s the movement against the Spanish peseta as Spain

is Morocco' s mos t important compet i tor for the Wes tern European fru it and

vegetable market. Despite an appreciating nominal exchange rate. the real

exchange rate index shows only a 511gh't increase in value of the dirham·

relative to the peseta during the mid 19705 and somewhat of a decline since

that time (Figure 20). The reason is that the Spanish inflation rates

exceeded those of Morocco tending to offset the appreciation of the dirham.

However. the Moroccan currency appreciated against that of its principal

trading partner. France. throughout the 19705 (Figure 21). That relatively

higher value was maintained through 1982. Since that time, the dirham has

depreciated markedly against the franc.

Finally. the repatriation of foreign exchange earnings is discussed. All

exporters must repatriate and surrender foreign exchange earnings within 30 to



(

42

..
Sever,ll es t imd tes placed the overva luat ion of the Moroccan currency at

about 16 percent in 1980. Since then, the dirham has been Jleriodica 11y

depreciated such that by late 1983 it had depreciated in renl terms about 19

percent against the currency basket and about 12 percent against a trade

weighted measure. The gradual depreciation of the currency has been continued

in 19a4~ The following sho~/s the chanrjes in several bilateral ~ominal

exchange rates (buying rates) in 1983.

Harch 31 June 30 Sept. 30 Dec. 30
--------~-----(in dirhams)---··::::::=:

~l.

french franc
US$
Pound sterling
D. mark
Spanish Pesetas (100)
Tunisian dinar

.90431
6.5689
9.7267
2.7089
4.8213
9.9700

.89109
6.8440

10.4680
2.6922
4.7142

10.0260

.98010
7.8442

11.7120
2.9713
5.1577

11.0830

.96423
8.0436

11.6510
2.9454
,5.1272

11.0150

(

c.

The movements broadly reflect the intent to maintain or increase the

competitiveness of Moroccan products •.
Of special interest, is the movement against the Spanish peseta as Spain

is Morocco's most important competitor for the Western European fruit and

vegetable market. Despite an appreciating nominal exchange rat!, the real

exchange rate index shows only a s light increase in value of the dirham

relative to the peseta during the mid 19705 and !'omewhat of a .decl ine since

that time (Figure 20). The reason is that the Spanish inflation rates

exceeded those of Morocco tending to offset the appreciation of the dirham.

However, the Moroccan currency appreciated against that of its principal

trading partner, France, throughout the 1970s (Figure 21). lhat relatively

higher value was maintained through 1982. Since that time, the dirham has

depreciated markedly against the franc.

Finally, the repatriation of foreign exchange earnings is discussed. All

exporters must repatriate and surrender foreign exchange earnings within 30 to
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90 days depending on the type of contract. Recent liberal hatton of the

Investment Code (discussed later) may make this restriction less onerous. At

thi s time 5 to 15 percent of foreign exchange may be retai ned for on-going

exporting expenses.

,.:...

,...
.~.

Wage Policy

A minimum rural and urban wage is established by the government.

However, due to the high levels of unemployment and underemployment. 'it is not

routinely observed and does not Udistort" resource allocation.

Export Promotion Policies

Since the debt crisis of 1982/83 the government of Moro~co has adopted an

aggressive export promotion-import substitution stance. The policies include:

(1) a flexible exchange rate, (2) trade and exchange liberalization, and (3)

(

f.

investment incentives. Since the exchange rate has already been discussed..

the liberalizatinn of trad~ and investment incentives are discussed.

The need for trade 1ibera lization reflects the bias in domestic prices

due to tariffs on some imports. quotas or outright prohibition of others. In

a11 cases, the donlestic prices of those products are increased by the trade

restrictions. This. in turn. increase~ the profitability of those industries

and tends to induce an inflow of resources. Unless exports are subsidized,

the trade restrictions bias incentives against export p:oduction.

As a practical matter, Morocco maintains three lists of imports A-C. Any

article on the "A' list" may be freely imported. It includes most

...

complementary-food imports. Articles on the "8 list" are subject to varying

tari ff rates with an average of about 16 percent. Articles on the "C Li st··

may not be imported. (t includes autos and almost a11 fresh and processed

fruits and vegetables. In 1982, in order to reduce the flow of imports in
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response to foreign-exchange shortages, a number of products were transferred

from the "A" to "8" list and from the "6" to "C" list. More r~cently, some of

the products have be~n transferred back. Reportedly, discussions with the

Moroccan government and the World Rank have dealt with special assistance to

allow reduction in import tariffs.

In the area of foreign investment, the 1973 investment code has been

modified to provide incentives for investment in the export sector. A ten

year tax holiday has been made available for investment in export production

and marketing. Additional policies include a more flexible policy on short

term and intermediate-term export credits. a reduction of the number of

produr.ts requiring an export 1icense and the abolition of the state-e,<port

monopoly on processed food products.
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JORDANIAN ECONOMIC ENVIRONMENT AND POLICIES

Economic Environment

Economic development and growth of Jordan is a product of the volatile

politics of the region and, although not petroleum exporter, on the price and

volum€! of petroleum exports of the Arab countries. Before discussing these

relationships, growth of the Jordanian economy is reviewed. Prior to 1975,

growth was erratic with real-per-capita Gross 'Oomestic: Product (GOP) expanding

to 194 Jordanian dinars (JO) in 1972 but then subsequently declining to about

J0171 in 1975 (Figure 23).

Commencing in the following year, the economy expanded rapidly throughout

the remainder of the 19705. GOP in nominal terms increased by 175 percent

from 1975 to 1979 and real-per-capita GOP increased by 75 percent. Rapid

growth continued until 1982 with real-per-capita GOP incrr-tsing by an

( additional 8 percent. The economic growth has slowed signHicantly in the

past two years with an i!'crease in real-per-capita GOP in 1983 of only 2.7

percent.

The pattern of economic growth primarily reflects the ~rowth of

government capital expenditur~s which, in turn, were financed by foreign aid

and borrowing (Figure 24). From 1976 to 1977, capital expenditures almost

doubled as foreign aid almost doubled. The decline in foreign aid in 1978 was

covered by an offsetting increase in foreign borrowing. Foreign aid almost

tripled from 1978 to 1979 supporting a significant growth in recurring and

capital expenditures. This increase reflects the $1.2 billion pledged to

Jordan, as orle of the front-line states against Israel, by the9in-exporting
'/ ~

Arab nations at the 1978 Bagdad Conference. The level of foreign aid

continued through 1981 but with the drop in petroleum revenues and the

l Iran-Iraqi war, external bUdget support fell by J022 million in 1982 and a

•
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further JD54.5 million in 1983. The shortfall in foreign aid wal\ offset by

increased international borrowing (Fi9ure 25).

The dramatic growth of the economy was accompanied by a rapid increase in

merchandise imports which increased four-fold from 1974 to 1979 and almost

doubled again between 1979 and 1983 (Figure 27). Merchandise exports grew

rather slowly during the late 19105 but expanded rapidly from 1979 through

1982. That pattern reflects the investment in phosphate mining and ex~\ort

facilities and the increased import needs of Iraq due to the Iran-Iraqi war.

The volume of merchandi se exports, however, fa 11 s fa r short of coveri ng

.. merchandise.exports. As a result, the resource gap (trade deficit) grew from

about US$.5 billion in 1975 to US$1.3 billion in 1979. It has averaged

slightly over US$2.1 billion in the most recent three years.

The resource gap has been finQ~ced by the foreign aid (official

unreqUited transfers) and the remittances of Jordanians working in Saudi

Arabia and other Gulf states (Figure 28). Private unr~quited transfers, the

bulk of which is worker remittances, increased from US$112 million in 1~75 to

about US$.5 billion in 1979 and USSI billion in the most recent years.

The high levels of worker remittances and foreign aid have limited to

some extent Jordan's need for foreign borrowing. Nevertheless, public debt

increased more than 10 fold from 1970 to 1983 with much of the increase in

recent years to offset foreign aid reductions. Debt service of the public and

private sector was estimated at about US$J36 million in 1983 which is about

one-thi rd of merchandi se exports.

Seve:-al factors condHion the current economic' environment in Jordan.

First. the decline in oil 'reve1ues may lead to a further reduction in budget

support from the Arab oil exporters and a stagnation or decl ille in worker

remittances. Second, the recent growth in merchandhe exports was pdmari ly
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in low·value·added products (phosphate and potash) and a very large proportion

of exports (roughly half) went to neighboring Arab states. Third, with the

continuing difficulties in Lebanon, Jordan sees itself as a future center of

finance and business activities in the region. A stable, convertible currency

is central to Jordan's attractiveness to outside capital and business

investment. In sUllmary, there is a growi ng recogni tion of the need to

increase merchandise exports, particularly of high-value-added products and to

diversive trade destinations.

Economic Policies

Exchangc Rate and Foreign Exchange Policies

Foreign exchange controls are very liberal in Jordan. For example:

1. Residents and non-residents may bring in nr take out unlimited

amounts of foreign bank notes and coins.

2. Non-residents r:1ay keep unlimi ted foreign exchange accounts. The

limit for residents is JDIOOOO.

3. Arab nationals can freely purchase or sell shares and bonds issued

by Jordanian shareholding companies.

4. Foreign exchange from exports to Arab countries need not be

repatriated.

5. Sums up to JD5000 may be transferred abroad by residents wi thout

documentation.

6. Licensed banks are permitted to lend in foreign currencies to

residents and non-residents.

The relative freedom of capital movements places direct restrictions on the

freedom of the Central Bank to manipulate the exchange ratc.

A stable, predictable exchange rate has been a go"l of the Jordanian

government for a number of years. The Jordan dinar was 1inked to the pound
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sterling until 1971 ~t which time it was pegged to the U.S. dollar. When the

dollar devalued relative to the pound, a defacto devaluation of the dinar, its

gold content was reduced which maintained the exchange rilte at $2.80. When

the U.S. dollar devalued further in February of 1973, the gold content of the

dinar remained unchanged and thus it appreciated to $3.11. On July 1, 1974

the dinar was placed on a controlled, floating basis, and in February of the

following year it was Hnked to the SOR (Special Drawing Rights) at a value of

SOR 2.57895/JD. That linkage has been maintained since that date.

The SDR relationship is based on a market basket of six currencies (the

United States, United Kingdom, West Germany, France, . Italy and Japan). A

change in the va 1ue of one of these currenc;es wi th respect to the SDR

automatically changes its value with respect to the dinar and all cross rates.

But because each currency represents only a portion of the SOR, the change

( will be less than its appreciation or depreciation with respect to other

currencies. For example, .the US$ appreciated against all major ctirrp.ncies

and the SDR from 1981 to 1982. In response, the value of the dinar was

automatically adjusted as follo'is:

1981 1982 2: Change

US$ .3305 .3525 6.7
U.K. £ .6684 .6164 -7.8
D. Hark .1466 .1453 -0.9
F. Franc .0611 .•0539 -11.8
I. lira (per 100) .0292 .0261 -10.6
J. Yen (per 100) .1476 .1414 -4.2 r

(all measures in JD per foreign currency unit)

During this period the JD depreciated by 6.7 percent with respect to the

incentives for worker remittances. At the sallie time it would serve as al

~ USS but appreciated with respect to all other currencies with the appreciation

ranging up to almost 12 percent against the French franc. Undoubtedly, the

strength of the dinar against the major European currencies provided
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disincentive for exports 11S the appreciation increases Jordanian prices in

foreign markets. Imports from those countries, of course, decline.

The exchange rate policy adopted by Jordan requires that inflation can

not differ greatly from that of the major-currency countries. Because

inflation has' been somewhat higher in Jordan than in other countries, the

dinar may be some\'1hat overvalued. It also requires significant external

financing to balance the current account and the fiscal budget. Under t.he

current foreign exchange policies, the exchange rate wi 11 not be used as an

instrument of commercial policy.

Price Policies

The prices of most consumer goods are administered by the Ministry of

Supply (see Table 6). Reportedly, the control of retail prices has two

origins. First, price controls were adopted during the 1967 war to control

inflation. Second, influential editorialists called for Mdeclared" prices as

observed in developed nations. The push for IIdeclared" prices evolved into

the "administered ll price system.

As is the case in many other countries, the price of wheat, wheat flour

and bread are heavily subsidized. However, budget realities have forced

periodic adjustments even in bread prices. In 1982, the level of subsidies,

grants and awards was J019.4 billion, only 4 percent of recurdng eXI,enditures

and 2.6 percent of tota I government. A second category of subs i dy, tha t for

fuel prices, amounted to JOS8 million. Total subsidies, therefore, appear to.

be about JOn million or about 17 percent of recurring expenditures and 11

percent of total expenditures.

For certain cV""lodities (rice and sugar, for example), the administered

price system generates government revenues as the fixed prices exceed import
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prices. Import prices have fallen as the world price of cOlMlodities has

trended downward since 1980 and the appreciation of the dinar against the

major currencies. This is another reason for the governmental support of a

strong dinar.

The control prices at·c readily evident in the Anvnan wholesale price

i ndeJ<. The large jump in the WPI from 1980 to 1981 reflects the large

increase in the price of fuel. The wholesale and retail margins of fruits and

vegetables are controlled but not the faMm price. As a result, the prices of

fruits and vegetables have increased much faster than those of other products.

Undoubtedly, the subsidization of other food and consumer prices has

contributed to the increased demand and hence increased prices of fruits and

vegetables.

Trade Policy

Differentiated customs tariffs and quantitative restrictions are used to

control the flow of imparted foodstuffs. The basic phflosophy is if the

product does not compete with domestic production, tariffs are 'low and imports

are basically unrestricted. On the other hand, imports that could potentially

compete with domestic production are effectively barred from the market by

very high tariff rates. Seasonal quantitative restrictions are used to

control the flow of products that complement domestic production.

Representative tariffs for selected foodstuffs are given in Table 8.

In addition to the custom tariff presented, a "surcharge" of 17.2 percent

is applied against any article subjected to an import tariff. (Fresh

vegetables are not subject to import duties but are subject to 4 percent

surcharge.) Finally, any article free of customs tariffs ;s subject to a

"tax" of 6.2 percent composed of an additional tax. an "overtime allo\\'ance"
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TABLE 8

Product

Import Duties on Selected Foodstuffs, Jot'dan, 1984

Duty

(percent)

• i....

Poultry meat
Most dairy products
Eggs
Fruit processed without sugar
Fruit juice
Dried fruits
Tomato paste
Coffee

Unroaste'd
Roasted and ground

Cereals and lentils
Soybeans
Most animal and vegetable fats and oils
Sugar

Unrefined
Refined

Beef
Pork

10

o
SO fils/lOa eggs

23
38
23
53

SO fi1s/kg~

23
o

14

20

o
3-28

o
14

Source: Jordan Customs and Excise Law and Tariff Rates. Ministry of Finance
and Customs. This list prepared by missinnstaff in 1982.
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and an import duty.' (Note products imported from the West Bank are not

sUbject to duties or fees.) The limiting nature of a tariff and surcharge is

readi ly evident for products Hke tomato past(! with a tota'J import duty of 70

percent.

The custom tariffs (plus the surcharge) on fresh fruits and vegetables

that compete ,\'Hh ,:,lomestic production rauge from 31 to 50 percent with most at

the upper end of the range (see Table 9). Other vegetables and fruits are

subject only to the 6.2 percent charge. However, quantity restrictions, vi~

import licenses, control the import flow of these products.

The Agricultural Economics Department of the Ministry of Agriculture

prepares a "monthly plan" that serves as the basis for issuing import and

-..

anticipated supply and import licenses issued for the anticipated short-fall.

The intent is, of course, to control market price by controlling the flow to

the market. The system occasionally has the opposite effect as exports may be.

export license. Each month the anticipated demand is compared with

l

banried if supplies are short. It is alleged that the system. stymies medium

and long-t.enn planning by producers, exporters and importers because of

irregularities in the timing ",,,.j magnitude of restrictions on irnports and

exports.

Export Promotion

The export promotion policy lies almost exclusively in the promotion of

domestic and foreign investme'it. Key features of the investment law include:

1. Extension of all privileges given to domestic capital to foreign

capital.

2. Guaranteed transfer of profits and inter"est earnings abroad in

foreign currencies.
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Product

C!Jstom Tariffs on Fruits and Vegetables, Jordan, 1934

60

Duty

(percent )

(

Tomatoes
Fresh beans, ~aricutst broad beans
Cucumb~rs, marrows, pumpkin
Most other vegetables
Oates. bananas. cocoanuts. guavas
Pineapples. mangoes
Citrus. fresh or dried
Grapes
Mushrooms, truffles
Olives
Onions, garlic and potatoes
Dry leguminous vegetables
Figs, fresh or dried
Rais ins

23
23
23
23

18

35
14

13
o
o
o
o
o
o

Sour~e: Jordan Customs and Excise Law and Tariff Rates, Ministry of Finance
and Customs, July 1984.
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3. Free grants of publ ic; land.

4. Exemption of profits from income tax for periods up to 9 years and

from property tax for periods up to 7 years.

5. Exemption from customs and import duties of capital goods necessary

for' projects.

An estimated 128 companies have recently established regional offices in

Jordan in response to the favorable tax policies.
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TABLE A.l Selected National Account and Price Data. Egypt. 1970-1983/84

Gross Net Foreign -GrOss Implicit
Domestic Factor National GOP Per Capita Wholesale

Year Product Income Product Real GOP Deflator Population Real GOP Price Index

----------------(b;1110n Et)---------------- (1975=1)-(m; 11 ion) (E£) {l975=lOO}

1970 2.911 -.044 2.927 3.784 .758 33.30 113.5 75.0
1971 3.146 -.059 3.086 3.968 .793 34.08 116.4 75.1

,

19/2 3.417 -.014 3.403 • 4.121 .829 34.84 118.3 76.1
1973 3.663 -.029 3.634 4.089 .896 35.62 114.8 81.3
1914 4.191 -.112 4.085 4.191 .978 36.42 118.0 93.0

1975 4.886 -.148 4.738 4.886 1.000 37.23 131.3 100.0
1976 6.276 .133 6.409 5.266 1.192 37.87 139.0 107.8
1977 8.210 .433 8.643 5.663 1.457 38.79 145.7 117.8
1978 9.788 .983 10.771 6.226 1.572 39.82 156.3 135.2
1979 12.610 .785 13.395 6.776 \ .861 40.98 165.1 148.4

1980/8111 16.804 NA NA 7.478 2.247 42.29 176.8 170.sj~
1981/821/ 20.127 NA NA 8.4632/ 2.449 43.47 194.7 182'~1
1982/83 NA NA NA 9.05~1 NA 44.6; 202.7 197.33/
1983/84 NA NA NA 9.107- NA 45.91 211.4 240.3-

Sources: International Financial Statistics; unpublished data, Ministry of Planning.

1/ Preliminary.
~I Based on reported gr~wth of real GDP of 1.0S in 1982/83 and 7.2S in 198)/84.
1/ Based on estimates from Central Agency for Public Mobilization and Statistics.

fiote: Macroeconomic data for recent years are difficult to obtain. therefore these data should be
considered provisional.
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TABLE A.2 Summary of Fiscal Operations. Egypt. 1974-1983/84

Revenues Expenditures
Year Taxes!1 Pub1ic Secto.!1 Total Subsidies Other Total Budget Deficit

------------------------------------------(611110n Ef)---------------------------------------
1974 .736 .338 1.184 .410 1.663 2.073 .889

1975 J.022 .364 1.524 .622 2.393 3.015 1.491
1976 1.322 .573 2:015 .434 2.846 3.280 1.264
1977 1.967 .652 2.755 .650 3.519 4.169 1.413
1978 2.147 1.012 3.306 .710 4.849 5.559 2.252
1979 2.412 .875 3.683 1.352 5.239 6.591 2.907

1980/813/ 3.997 3.278 7.275 2.166 i .817 9.983 2.708 -,
1981/823/ 4.442 3.891 8.333 2.192 10.080 12.272 3.939
1982/833/ 5.249 3.810 9.059 2.054 11.234 13.288 4.230
198J/8~ 6.241 3.996 10.237 2.409 13.406 15.815 5.578

Source: Unpublished World Bank data. Ministry of Finance data. and other estimates.

11 Direct and indirect taxes.
II Transferred profits. investment self-financing. petroleum and Suez Canal receipts.
11 Preliminary and estimates.
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TABLE A.3

Year

Selected External Debt and Debt Service. Egypt. 1970. 1973-1983

1/ - -- -------- ---- -- 1/
Debt- Debt Service-

PiJblTc~- Private Total Interest Prinei ple Total

-----------{billion OS$)---------- --------------------(6111ion USS}-------------------
1973
1974
1975
1976
1971
1978
1919
1980
1981
1982
1983

1656.1
2023.8
3910.9
4735.9
6790.6
8516.2
9556.6

10690.1
11460.7
12001. 9
13500.0

767.5
1025.1
1179.3
1177 .0
1470.5
1927.4
2680.2
3147.5
3777.6
4623.3
4420.0

2423.6
3048.9

• 5090.2
5912.0
8261.1

10443.6
12236.8
13837.6
15238.3
16625.2
11920.0

531.3
466.9
510.2
569.7
789.5
881.3
901.9

1236.6
1498.1
1915.3
1755.0

70.4
86.6

133.4
119.8
350.5
423.6
311.3
406.4
624.1
712.4
753.4

601.7
553.5 :
643.6
689.5

1140.0
1304.9
1213.2
1643.0
2122.8 1

2627.7 '"
2508.4

Source: Economic Research Service. unpublished data.

11 Includes medium and long tenm debt. disbursed and outstanding.
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U'l



r
.;.

f'.
0;
I r'\

TABLE A.4 Selected Balance of Payments Summary Data, Egypt, 1970-1983/84

Other Private
Merchandise Trade Goods & Unrequited Current

Year Exports!1 Imports!} Resource Gap Services Net Transfers . Account Balance

--------------------------------------------{6i1110n OS$)------------------------------------
1970 .817 1.084 .267 -.218 .033 -.148
1971 .815 1.131 .281 .232 .038 .207
1972 .813 1.170 •• 357 -.217 .110 -.174
1973 1.000 1.429 .429 -.253 .123 .074
1974 1.672 2.914 1.242 -.388 .310 -.326

1975 1.567 3.941 2.374 -A65 .455 -1.398
1976 1.609 3.842 2.233 -.039 .842 -.806
1977 1.924 4.038 2.064 -.124 .988 -1.200
1978 1.939 4.743 2.804 -.241 1.824 -1.220
1979 2.857 6.002 3.578 -.233 2.269 -1.542

1980 4.086 6.814 2.960 -.269 2.7913/ -.4384/
1980/8121 3.985 7.682 3.697 NA 2. 625, -1.61~1

1981/8Z'Z1 4.144 7.721 3.577 NA 1.825, -2.36~/

1982183fl 3.555 7.359 3.804 NA 2.7671/ -1.3124/
1ge3'8~1 3.900 . 7.697 3.797 NA 3.53g.:. -.871-

Source: International Financial Statistics; unpublished data. Central Bank of Egypt, and other estimates.

11 F.O.B •• C.l.F. imports converted to F.O.B. by multiplying by .8477.
~/ Preliminary.
3/ Worker's remittances plus net investment income.
!t Central Bank of Egypt and other estimates.

Note: Macroeconomic data for recent years are difficult to obtain, therefore these data should be
considered provisional. 0'\

0'\
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TABLE A.S Selected National Account Data. Morocco. 1970-1983

Gross Gross
Domestic Net Foreign National

Real GDP!IYear Product Factor Income Expenditure Per Capita Population

..----------------------(6111ion dirhams)------------------------ (dirhams) (million)

1970 19.43 .04 19.47 27.28 178] 15.31
1971 21.38 .18 21.56 28.87 1877 15.38
1972 22.68 .24 • 22.92 29.47 1877 15.70
1973 24.92 .63 25.55 30.60 1876 16.31
1974 33.60 1.08 34.68 34.98 2082 16.80

1975 36.42 1.45 38.87 36.42 2104 17.31
1976 41.01 1.74 42.75 39.98 2242 17.83
1977 49.76 1.39 51.15 41.50 2260 18.36 ,

..

1978 55.15 1.38 56.53 42.30 2269 18.91
1979 61.04 1.41 63.45 44.85 2304 19.47

1980 70.16 1.42 71.58 46.66 2327 20.05
1981 76.74 .45 77.19 45.64 2211 20.65
19622/ 88.52 1.25 89.77 48.43 2264 21.39

1983- 94.83 1.25 96.08 48.72 2199 22.16

Source: ~~ational Financial Statistics·

11 1975 price~.

II Preliminary.
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TABLE A.6 Selected Trade and Capital Flow Data, ~orocco, 1970-1983

~.

*"
~ --

Other Private
Merchandise Goods & Unrequited Current

Year Exports Imports Resource Gap Services Net Transfer Net Account Balance

-----------------:-----------------------(6i11;00 u.s.
dollars)------------------------------------

.

1970 •487 .624 -.137 • .060 .036 -.161
1911 .499 .673 -.137 .031 .074 -:.094
1972 .642 .109 -.067 .023 .107 -.017
1973 .913 1.031 -.124 .024 .211 .063
1974 1.074 1.692 .012 .115 .299 .172

1975 1.529 2.266 -.736 .308 .482 -.562
1976 1.247 2.308 -1.061 .842 .499 -1.353
1977 1.283 2.821 -1.538 .878 .546 -1.826
1978 1.488 2.629 -1.140 .957 .702 -1.348
1979 1.937 3.245 -1.390 1.146 .891 -1.530

1980 2.414 3.770 -1.355 1.181 1.004 -1.420
1981 2.283 3.840 -1.557 1.373 .998 -1.861
1982 2.043 3.815 -1.772 1.800 .971 -1.899
1983 2.031 3.218 -1.182 .931 .844 -1.169

Source: Internat iona1 Fi nancilll Statistics ,0 1967-1981; unpubli shed World Bank Data, 1982; U. S. Embassy.
1963.
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TABLE A.7

Year

Selected Foreign Debt and Debt Service Data, Morocco. 1976-]989

Debt!1
Offlcial Private Total

Debt Service

1973 _a15.5 221.3 1037.8 90.1 44.5 135 ..2
1974 ;:~919 .6 348.8 1268.4 99.5 46.5 146.0 '
1975 1120.9 696.6 1817.5 103.5 54.6 158.1
1976 1250.0 1303.4 '2553.4 121.5 78.7 200.2
1977 1975.7 2282.7 4258.4 140.2 158.7 298.9
1978 2456.3 3132.8 5589.1 346.7 284.4 631.1
1979 2833.4 3866.6 7175.0 445.2 455.2 900.4
1980 3466.0 4081.7 8083.7 625.3 662.7 . 1288.0
1ge1 4351.0 4032.5 9424.5 675.4 700.8 1376.2
1982 4898.8 4744.6 10505.4 847.5 696.1 1543.6 .;

1983 5400.0 4800.0 11002.0 1231.4 822.9 2054.3

Source: Economic Research Service. unpublished data.

11 Long and medium term debt. disbursed and outstanding.

O'l
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TABLE A.8 Summary of Fiscal Operations. Morocco. 1970-83

'(ear
Current
Revenue

Expenditures
Current -- - -- --- Capftal Deficit Grants

Borrowing
tXternal Domestic

1970 3.221 2.902 1.145 0.826 0.108 0.268 0.450
1971 3.261 3.106 1.123 0.962 0.451 0.321 0.160 :
1972 3.362 3.350 1.189 1.177 0.562 0.320 0.295
1973 4.142 3.624 1.208 • 0.690 0.401 0.007 0.282
1974 1.093 6.470 2.236 1. 613 0.487 0.179 0.947
1975 8.490 7.345 4.454 3.309 1.353 1.350 0.60e
1976 8.322 7.799 8.121 7.790 1.827 4.474 . 1.489
19i7 10.784 9.245 10.306 8.767 2.796 5.194 0.777
1978 11.693 10.420 6.629 5.356 0.469 3.365 1.522
1979 13.802 12.073 9.016 6.269 1.640 2.376 2.253
1980 15.193 15.310 8.565 7.510 0.380 3.531 3.599
1981 17 .838 18.898 9.612 11.098 1.623 7.937 1.538
1982 20.480 20.475 12.481 11.108 0.285 9.356 1.467
1983 21.525 21. 525 7.979 8.003 1.010 4.231 2.762

Sources:, 1979-1982: Unpublished World Bank data.
1983: U.S. Embassy. Rabat.
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TABLE A.9 Government Finance. Jordan. 1970-1983

Revenues Expenditures
~ore;gn Foreign

Other~1Year Domestic Grants Borrowing Total Recurring Capital Tota-' Balance

--------------------------------------------(mil1ion JD)------------------------------------------
1970 30.260 35.424 2.072 .415 67.171 59.028 21.678 ftl'\ -'ft,t" .'lIIl e'llllr"at:. I \,iU -.1..";'.J.:JJ ~

1971 35.755 35.387 3.556 3.430 18.198 60.735 22.412 83.147 -4.949
1972 42.559 44.455 7.400 I.238 95.652 70.467 30.985 101.452 -5.800
1973 46.182 43.608 11.446 2.000 103.236 78.608 40.903 119.511 -13.725
1974 63.225 52.976 8.911 -- 125.112 104.839 46.665 151.504 -26.392

1975 84.209 90.013 18.987 16.500 209.709 136.255 73.178 209.433 0.276
1976 107.581 66.238 19.888 -- 193.713 185.894 76.590 262.484 -68.771
1977 142.249 122.202 58.511 -- 322.962 195.587 142.252 337.839 -14.877
1978 158.488 81.699 90.797 -- 330.884 212.891 148.619 351. 510 -30.626
1979 187.859 210.302 31.624 -- 435.821 321.335 194.329 515.564 -;~.a43

1980 226.148 202.834 71.556 6469 507.011 336.053 227.091 563.144 -56.127
19811/ 309.199 206.312 75.131 7226 598.468 391.468 255.632 647.100 -48.632
1982T1 360.221 184.500 61.491 400 606.612 443.770 222.506 656.276 -45.664
1983- 396.000 130.000 101.547 2000 629.547 448.981 268.613 717.654 -88.107

Source: Central Bank of Jordan, Monthly Statistical Bulletin.

11 Preliminary.
~I Expected Loans and Technical Assistance. Loans Repaid to Central povernment.
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TABLE A.I0 Selected Macroeconomic Indicators, Jordan, 1970-1983

Gr.:;:-~ Net Foreign Gross
Domestic Factor National GOP Real GOP

Year Product Income Product Deflator 'Real GOP Per Cap. Population Exchange Rate

-----------(million JO)----------- (1980=100) , ,(mil. JO) (Jo) (million) (USS/JD)

1970 174.4 ' 12.6 187.0 42.13 408.14 178.23 2.29 2.8000
1971 186.2 13.2 199.4 44.14 ' , 421.84 179.51 2.35 2.8000
1972 207.2 13.8 221.0 ·44.39 466.77 193.68 2.41 2,8000
1973 218.3 "".~ , 241.5 47~90 455~74 184.51 2.47 3.0549,~.-

1974 24? .:: 32.0 279.3 ' 55.03 449.39 177.62 2.53 3.1198

1975 278.6 63.9 342.5 62.11 443.84 171.37 2.59 3.1305
1916 40:.7 140.8 54205 68.36 587.62 221. 74 2.65 3.0115
1977 525.2 l45.9 671.1 72.47 124.1 267.4 2.71 3.0373
D78 644.6 148.8 793.4 75.41 816.9 308.6 2.17 3.2620

. 1979 767.2 168.3 935.5 83.67 852.4 322.9 2.84 3.3270

1980 998.4 205.8 1204.2 100.0 998.4 341.9 2.92 3.3478
1981 1182.5 318.5 1501.0 113.1 1097.9 ~46.2 3.02 3.0654
1982 134';.2 332.2 f675.4 119.8 1160.9 358.2 3.13 2.8369
1983 1487.4 361.0 1848.4 120.7 1232.~ 381.5 3.23 2.7617

Source: International Financial Statistics and Central Bank of Jordan, Monthly Statistical Bulletin.
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TABLE A.l1

Year
Merchandise

Exporfs· Imports

!ll.r-

Resource
. GAP

'.....

1"""\

Unrequited.
Transfers ..

~ffvate ~ ~Of.fld al

'r--.'-,

Other.'
Goods t .

.Services r-let

~.

-:'.

Current
Itccount Balance

153.0 648.6 -495 112.1- " 409.5 . -41.3 .. 44.7 .
206.9 907.7 .-700 40L} .353.2 -18.1 36.0
248.9 1225.2 -967 .420,~8 500.3 . ' 38.8 -16.5 .

l

296.6 1334.6 -1038 466.2 335.3 -51.6 -288.2 c'!. .

401.9 1741.8 -1340 . 508'.6 1055.6 '-231.0 -6.8

573.6 2130.1 -1556 664.8 1308.7 ':'44.0 373.8
742.9 2850.6 ·2108 '935.2' 1279.5 -141.8 -34.8
151.3 2877.7 ·2126 932.4 1033.4 -172.1. -332.7
580.0 2694.8 -2115

---- ------------------.-------------~.--(mi·ll-i on. U. S.·· .-dollars.) -------.------ ---------"":--------------
1970 34.1 163.8 . -129 .... :. '.--. '- " "'110.8 -0.7 . .-19.6' .
'971 32.0 190.4 '!'158·"·· -- 100.3 . -3.7.: ,-61.8. \
1972 47.6 235.6 :'189 .•·'21 ~2 184.-5 -16.2· ~ . 6.5
1973 73.9 292.7 . -219 :. ·55 •.6 186;5 -10.7-·· c 12.6-.-
1974 155.0 432.4 ~27-] '82~4' 252.1 -53.7 .. ,"'· 3.4·

1975
1976
1977
1978
1979

1980
1981
1982
1983

;ource: International Financial Statistics~ Centr~l Bank of Jordan, Monthly Statistical Bulletin.
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TABLE A.12

tOi!.
~O

External Debt. Jordan, 1973-1983

Ir-
- ""

Year
De-btll

Officia 1 -Privafe - - - -- Iota1
Debt Service

PrinClpal rrfterest~--~otal

1973 192.1 16.4 208.5 8.4 3.0 11..4
1974 238.8 30.6 269.4 10.5 3.8 14.3 ,
1975 291.3 53.7 . 345.0 15.0 7.2 22.2 -
1976 361.5 94.7 456.2 24.5 10.8 35.3
1977 469.1 277 .6 746.7 39.0 22.0 61.0
1918 608.9 500.2 1109.1 63.2 43.2 106.4
1979 765.0 520.2 1285.2 82.8 60.1 142.9
1980 993.9 749.1 1143.0 128.9 104.1 233.0
1981 1226.2 780.9 2007.1 192.1 124.0 316.1
1982 1464.8 741.0 2205.8 189.7 130.1 319.8 I

1983 1620.0 750.0 2370.0 184.0 152.4 336.4

Source: Economic Research Service, unpublished data.

1/ Includes medium and long tenn deb~, disbursed and outstanding.
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TABLE A.12

Year

:

ExternQl Debt. Jordan, 1913-1983

DebtY
Official - -Prlvate---- - Total

Debt Service
Principal Interest Total

1973 192.1 16.4 208.5 8.4 3.0 11.4
1974 238.8 30.6 269.4 10.5 3.8 14.3
1975 291.3 53.7 345.0 15.0 7.2 22.2
1976 361.5 94.1 • 456.2 24.5 10.8 35.3
1977 469.1 277 .6 746.1 39.0 22.0 61.0
1978 608.9 500.2 1109.1 63.2 43.2 1015.4
1979 765.0 520.2 1285.2 82.8 60.1 142.9
1980 993.9 749.1 1743.0 128.9 104.1 233.0
19B1 1226.2 180.9 2007.1 192.1 124.0 316.1
198~ 1464.8 741.0 2205.8 189.7 130.1 319.8
1983 1620.0 750.0 2370.0 184.0 152.4 336.4

Source: Economic Research Service. unpublished data.

1/ Includes medium and long term debt. disbursed and outstanding.
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