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ABSTRACT

Morocce a North African country with a population of about 23
million, has had a dualistic agricultural sector during most cof the 20th
century. One subsector is comprised of many small subasistence farms
that grow chiefly wheat and barley; the other subsector is made up of
large irrigated holdings that prodiuce fruits and vegetables for expo-t.

Like many of the other developing countries examined ir this
comoarative studies project, Moroccd concentrated on building 1its
industrial capapilities in the years following independence in 1956.
That meant, in other words, that consumers generzlly benefited from
government intervention in agricultural prices. and that fara producers
in general suffered the penalty of lower prices for their products. The
subsistence subsector, however, was peralized more heavily by
intervention than the export subsector.

By 1973, at the

(]

ime of the first oil swtinck, Morocco's coastal
cities ané¢ new indistries were continu‘ng to grow, and there was an
ongoing shifz cf population from rural areas to the cities. A steep
rate of inflation, accempanied by political turmoil, then made it more

necessary rhan aver fFar
........ Yy than ever tor

(24

ke governmerr £y interwans to koep consumer
prices as low as possible. Morocco was able .o subsidize consumer food
prices relatively painlessly at that time because of rising revenues
from its expercs of phosphates. (The country has about three-fourths of
the world's phosphate reserves).

The year 1973 aiso merked the appearance nf a more positive
attitude towvard agricultural producers. Wnile the farm sector's output
orices contisued to be penalized by an overvalued euchange rate (a form

of indirect interveation, some effort was made to counterbalance the

exchange raie’'s 111 effects through direct intervention. High world -

PRSI STL S OSBRI == .




Sl RALS RS b

il tldiiaky LR

prices for most commodities, including farm products, bad made food
self-sufficiency a more appealing goal.

In the early 1980s, as the world suffered recession, Morocco's
export revenues declined. Subsidization of consumer food prices then
became more difficult for the government. Although an initial attempt
in 1981 to limit consumer subsidies by raising food prices resulted in
sericus ricts, the zoumtry's food pricer were gradualiv brought into
line with market realities. Mcrocco's farns ‘awv their prices improve
turther during (he firet nail of the 1538Ts, and By 1224 the overzll farm
price penalty caused by the overvalued exchange rate had fallen to 8
percert, the lowest figure for the entire 1960-84 period.

This stidy also reparts on the effects of government
intervention in agricultural prices on such 1mportant variables as farm

production, food consumption, and exchange ra2le earnings.
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CHAPTER JOE
OVERVIEW OF THE MOROCCAN ZCONOMY

AND ITS AGRICULTURAIL SECTOR

Introduction
The roots of the Kingdom of Morocco's agricultural policies can be
tracec:i back to the protectorate period, which lasted from 1912 to independence
in 1956. Economic patterns established by the French, who controlled most of
the country. exerted 3 strong influence on che evolution of contemporary Moroccan
socie{ty.l By 1930, French setrtlers owned 1 milliion hectares of the bdest
agrici,ultural land in the country (representing about ?” percent 0f cuitivated

area today), where they established large-scale, modern, mostly irrigated farms

f
|

producing largely for markets in France. Policies of this period Laid =the
foundation for a dualistic agricultural sector and an export orientation towards
France, both of which have persisted to the present.
i
More recent.ly, certain excgencus developments, including persistent
drought, the rapid rise in energy prices, the tightoning of Morocco’s traditional
export markets, and the ssftening of the phosphate aarket. coupled with the added

fiscal burden ergendered by military hostilities incurred since the tecovery of

the Saharan provinces, have led o a drastic degradaticn cf che countrv's

1
P

While colonial government under the French protectorate ended in 1956,
the Spanish protectorate in the northern part of the country lasted until 1956.
Spain occupied the northern rim of Mororco, ircluding much of the Rif Mounrtains,
excepting a2 internstional =zone declared arcund Tangier at the Straits of
Gibraltar. It also controlled all land south of the Dras riv- * into the Spanish
Sahara as far as Mauritania. Today. Spain continues to control the Canary
Isi:nds, some 350 kilometers cff the cuast of Morocco, and ¢wo enclaves aicng
Morocco’s northern coast, Ceuta and Melilla. The bulk ol Morocco, however,
especially its ag_iculturaily useful iand, was under the colonial rule of the
French protectora.e, whose impact will be focused on in this paper.
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fundamenczl economic accounts.” ince 1984, agricuitural policy In Morocco has
sndergone significant cnanges as part of the government's medium-term sa2ctoral
adjustment reform program. (The program has been supported by two Agricultnrcal
Secter Adjustmenr Loans from the World Bank totalling $375 milliom). Most
significantly, the biss sgainst producers is being reduced as the country moves
towsrd & trade policy of ad valorem tariffs with cutput price protection accorded
to producers of strategic comodities. In additiom, rainfall has been generous,
resulting in impressive increases in agricultural output. An evalratiom of tae
effect of these latest developments on Moroccan agriculture, however, is beyond
the scope Sf the present study.

‘ In the face of these economic constraints, the govermrent of Moro<ca
has attqéed to accomplish a set of development goals while moderating among
compet ing p?olitical interests. Yet political and economic crises over the last
£iftesn years have forced the government to muke concessions to various interast

|
groups. .\gtcamrhile. solitical constraints have prevented the passage of
ccapreheasiyo reforms which might improve agricultural productivity. This paper
traces the evolution of agriculcural policy in response to these developments
over z twenty-five year period, from 1960 to 1984,  correspomnding roughly to

Horocco '3 post-independenc

a
)
m
r
[

(4]

i
v \

2z For an analysis of macroeconcmic and industzrial sector policy
mansgeowent, see Brendan Horton, °Economic Policy Reform and Analysis: A Case
Study of Morocco," World Bank. Economic Development Institute (forthcoming).

3 This repor: drazws heavily on: (1) Kingdom of Morocco, Miaistry of
Agriculture and Agrarian Reform and Associates for International Resources and
Development (MARA/AIRD), La Politique de Prix et d°Incitations dans le Secteur
Agricole, (2 vols.), January 1986, and (2) Werld Bank /EMPA2, Kingdom of Morocco:
Agricultoral Prices and Incentives Study. (2 vols.), Report No. S§0A5-MOR, May
15, 1986,
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Four commodities are the focus of this andalysis: soft wheat, ':xarri
whieat. Dariey, 2and sugar Deets. Cer2als occuoy a maior role in the Moroccanm
agricultural economy. covering over 70 percent of cultivated land area.> Imports
of soft wheat and sugar have comprised over 40 percent of agricultural import
valus and almost 10 perceat of totzl import value over the last ten years.
Along with edible coils, thess commodities are considered by the government té)
be the most strategic, as evidenced by the degree of pricing policy interveation
vis-3-vis COnSUMers: aimost taAree-quarters of the tolali Jod umel 3udsidy Liil
{equal to 10 percent of government expenditures and 2 percent of GDP in recent
years, according to :ljze World Bank) has been spent on soft wheatr flour and sugar.
Sugar beet is the raw material for ar agro-industrial sector supported by an

i

elabcrate range of gd_vermnent financial policies.6

4 Though independence was gained from the French in 1956, data were
availadle to the authors only zs of 1960.

S Barley covers 40 percent, hard wheat 23 percent, and soft wheat 10
percent of cultivated  land. Policies which focus on one cereal have an indirect
¢ffect on the otlers through production substi‘ution effects.

5 Cane is also grown in Morocco, though it is of limited importance.
The reader is advised that exclusion of export commodities, oilseeds, pulses,
and livestock mav bias the analvsis in this paper. For example, govermment
intervention in dcmesiic and internaticnal marketing of citrus and other fruits,
vegetables, and pulses may well have server. t¢o decrease actual agricultaral
export earnings from levels which would have obtained in the abgence of
intervention. Second, vegetable oilseeds have been imported into Morocce to
satisfy demand tor feed cakes for the livestock sector, with the ensuing edible
0iis coniidered more as a by-product, despite the fact that Morocco does not
appear to have a comparative advantage in cilseed crushing and vegetable oil
refining. The iomestic production of vegetable oilseeds has not been encouraged.
In addition, the subsidy to Consumers of vegetable oils has led to stagnation
in domestic olive o0il production. Third, the needs of the livestock sector
intevact on the input side with primary outputs and by-products from the cereals
and sugar subscctors. The effect of government policy in the livestock sector
on barley and suger beet production and vic.-versa is of undetermined direction
and magnitude. The lack of comprehensive -ime-series data on these commodities,
however, precludes their consideration lua lthis study.
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The next section gives a brief description of the physical and
ecc-omic setting of Horﬁcco. This is followed by a chronolagical discussion of
the economic and socio-political develcpments of the countisy in Chapter 2.
Chapter 3 presents measures of the degree and direction of governwment pricing,
trade, and exchaagé zate interventions in Moroccam agriculture. Chapter 4
analyses the effects of these interventions on agricultural output, co-sumption,
foreign exchange, and the gove.nment budget. The final chapter evaluates whether
savernmentr policy ovjectives waere ascomplished by its intervention. Data sources
and adjustments are discussed in detail in tne annexes, with additional data
tables presented in the sca;istical appendix.

Physical Setting

HMorocco is locgfed at the northwestern corner of Africa. & 3,500
kilometer coastline on the ?editertanean Sea and the Atlantic Ocean bounds the
country oo the north and we;t. while the eastern border is shared with Algeria
and Mauritania. The countr% covers 725,000 kmZ, almost 40 percent of which is
in the Saharan region. A wgll-developed system of roads and railways links the
major pooduction and consumﬁticn ~enters. Eight modern ports provide access to
international trade routes and rich fishing reserves.

Four mountain, ranges divide the country between. ; fertile
agricultural plain in the northwest and arid regions to the south and east.
Agriculture is largely confingd to the plains bounded by the Atlas range runming
south-northwest and the rocky and generallvy arid Rif Mountains along the
Mrditerranean coast. Herding is nracticed extensively in regions which lack the
rainfali to support crops, while more intensive livestock production is

concentrated around urban consumption centers. In addition to considerable and
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diverse agricultural potential, the country contains the world’s largest reserves

of high-grade phosphate.

Population

The 1982 national census estimated Morocco”s total population at 20.4%
milijon people, including a foreign component o pearly 62,000 (see Table 1).
Based on an annual growth rate of 2.6 percent.7 the 1987 population is thus

estimated at about 23 million. Nearly 60 percent of- the population is under the

age of 21. Tixe census also indicates that the urdal popuiatica grow by over &

percent and currently constitutes nearly 45 percent of the total population.
i

Urban concentrations are high, with nearly 25 percent of tne urvan population

residing in Casablanca (about 2.5 million inhabitants) and 50 percent in nine

other major metropolitan areas. In :or{trast, rural population growth rates have
averaged only 1.5 percent per ainum over the same period, indicating a
cousiderable demographic shift from the rural sector to the mejor cities along

{
the coast. !

Estimated by interpolation from the 1971 to the 1982 census.
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TABLE 1: POPULATION (°27))
TOTAL
YEAR POPULATION URBAN SHARE RURAL SHARE
1900 11626 3411 29.32 8215 70.7Z2
1961 11947 3516 29.4% 8432 70.62
1962 12277 3622 29.5% 8648 70.42
K 1963 12616 3727 29.5%& 8865 70.32
g 1964 12965 3832 29.62 9082 70.02
1965 13223 3937 29.6L 9299 69.82
E 1966 13637 4043 29.61 9515 69.8%
£ 1967 13958 4148 29.71 $732 69.72
; 1968 14287 4464 31.22 9791 68.5%
: 1969 14624 4779 32.72 9851 67.32
: 197¢ 15068 5095 34.012 9910 66.21
! 1971 15379 5410 35.22 9969 64.82
{ 1972 15704 5600 35.72 10104 64.32
! 1973 16309 5995 36.8Z 10314 63.2
1974 16800 529¢  27.51 10501 62.52
1975 17305 6619 38.21 10686 61.81
1976 17826 6957 39.02 10869 61.02
1977 18359 731¢ 39.8Z 11049 60.22
1578 18906 7679 40.62 11236 59.42
1979 19470 8049 41.32 11421 58.72Z
1980 20050 8444 42.12 11606 57.92
1881 23648 8855  42.97 131791 57.1Z
19862 20419 8730 42.82 11689 57.22
1983 20890 8991 43.02 11899 57.0z1
1984 21465 9323 43.412 12142 56.62
Annual Growth rates:
1960-71 2.552 4.112 1.832
1872-84 2.632 5.352 1.502
1960-84 2.661 4.743 | 1.522

Source: Moroccan Statistical Yearbook

Notes:

Censuses were taken in 1960 and 1982, with a 10X
sample survey conducted in 1671.
other years represent intevpolations (extrapolations).

Figures in
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In 1960 the agricultural sector provided emplioyment for an zatimated
1.8 million persons or about 62 percent cf the active labor force, while industry
and services provided 12 and 22 percent respectively of total employaent. By
1371 the sha : of employment in agricultuce nad deciined to abort 55 percent and
by 19384 its share was about 40 perceut. Other sectors’ snare in total employment
grew correspondingly more zapidly, by 3.1 percent Zor services to 25 percent of
total employment and by 4.4 percent for industry to 16 percent of total
empioymeat.

Unemployment is a growing problem, espegially in urbar areas.
0fficial estimates in 1935 put formal unemployment at |20 percent of the 1&boz
force of 6 million persons. In rural areas, declining agricultrral profitability
and seasonal unde gployment have exacerbated the fli)w of immigrants to the
cities. Emigration to the European Economic Community éEEC) and the Middle East
has been a traditional response to relative labor market%conditions. In addition
to alleviating unemployment, wage remittances from t..is éCarce have traditionally
provided Mecrocco with important <foreign exchange; earmings. .Emigration

|

stabilized, hrwever, in the late 1970s in response to the recession in Europe.8

The Economy

Marocco®s ecconomy has undergone rapid charges since independence.
Growth of Gross Domestic Product (GDP) has fluctuated ﬁidely. It grew at nearly
5 percent per annusm in 15€9 constant prices through 1973& then eiowed to about
2-3 percent in the following decade (see Table 2). From 1982 to 1984, real GDP
grew 2t only 2.3 percent per annuu and per capita incomes stagnated. Although

Morocco is classified as a middle-income® country, with GDP per capita of about

8 See World Bank, Morccco: Basic Economic Report (2 vols.), Report No.
3289-M0R, December 30, 1980. )
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$560 (in 1385 dollars),® Leezi? 35 percent of the population (of which 23 percent
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3 reside in the rural areas. w#a. 2stimated in 1984 to lie below the absolute
poverty level.l0

i An importsnt F:=:ture of Miorccca’s economic development has been the
| role of the public sector. Pablic consumption remained around 12 percent of GD?P
during the 1960s while private consumption declined slightly from about 86

percent to 75 percent over the period. Both investment and domestic savings

e

increased somewhat as a percentage of GUT Jduring this same rime 11 The following

decade witnessed great changes in these basic balances. Public consumption

l
increased dramatically to as muca as £Z percent of GCP In 2976 2nd 1981, Even

though private consumption declined from 77 percent in 1960ito as low as 67

ll
percent in 1877 and 1979, the excess demand of public cansumptﬁcn and investment

programs in the face of limited savings spilled cver into th: trade sector.

Imports grew significantly from 22 perceat of GDP in 1370 to over 30 percent in

the 1975-84 period, while exports remained a fixed proportion! of GDP.

9 VWorld 3ank, World Development Report 1987 {News Yoxk: Txford University
Press, 1987).

» - - . : | .
. 10 Little exists in the way cf income distributiorn| cata on Horocco.

Household expenditure survey Jdatsz is available from a survey dome in 1,70-71;
data from the mcst recent 19234-85 expenditure survey was not available for this
study. This estimate is provided in World Bank, Morccco: Compensztory Programs
for Reducing Food Subsidies, Report No. 6172-MOR, April 1986. This repor:
assumes that the pattern of expenditure distribution in rural and urban areas
remained constant from 1971 to 1384, though the distribution was already becemin
more skewed durirg the 1960s. The report defines "absolute poveriy levels"™ in
1984 as 2376 Dh (current 1984) income per person in urban areas and 1533 Th
(current 1984) income per person in rural areas.

11 In the early years of independence after 1956, while savings actually

exceeded investments there was no comicmitant increase in consumption. This was
due to a large extent to the repatriation of capital by the departirg colconial
settlers, precluding expenditure on domestic consumption.

REPR

s R TTTRT



TARE 2: CwGSITION OF OPF
L d <«r or i;:_..WCWMSMNW ......

in mitltionr iw million Par casits ivate Public Jlsparts Exporta Invests. Savinge.
curreat Oh O t Dh Cone . Cons .
(1969=300) (1969=100)
“1080 16309 12619 3 ™ 125 2% Jex 108 1%
1961 20251 e 1014 nx 13% =8 2% % [ = 1
1962 12042 19635 1121 0% 128 ns i 1 118 ol
1963 13447 14968 1138 TR p ] x5 188 125 ‘8
1964 14161 18482 1317 T 1% 195 IR 108 108
1965 14920 14758 1108 76% T2 7% =% 0% 12%
1968 14558 14543 1068 oK b 3 x5 19% 108 108
1967 15418 15518 1112 kaad 12 208 pt__ 3 135 11%
1968 16558 1083 119« s 5. 2 o3 18% 13% 115
199 18479 18479 1284 K pv. 4 19% 1% 148 38
1970 = 1950 1293 s 128 f-- 3 pt . ] p 158
1971 b s} 20433 1320 738 175 x5 I 08 158
1972 20031 1553 ™ 12% 19% 19% 1% 158
£ 1978 2167 152 % % = nx 3 16%
t 1974 20 22809 1362 st 125 b 2ot 208 208
Joiiss : 1978 36411 24519 1423 L 168 ny P 3 25% 15%
E - 197% 4% e 1530 L.} b | s 158 il 108
, ~ 3 1977 S9Te1 20534 157¢ 7% 85 375 7% Ll o 4
[ F 1™ 55158 2580 15K5 o 2ns 08 16% =% 12%
[ ] 1979 52043 Sriep =52 % zs 0% irs 2a% 12%
g i i9uG 70161 mzr fr=] sax 20% oy ety == e
£ H 1981 76737 nn2 1336 ns 22% 388 21% = =
-3 t 1982 0088 N7s 9 ™ ns 35K P <] %
L i 1583 4509 34637 1665 9% xs p-. 3 % 2:5 1%
I3 ! 19684 1085847 35481 1681 R b2 1 b~ 9 =X % 2% )
Ed H Advinais L LOTEUS Tziow "
i . 196084 4. %8 2.%an
H 1974-34 418 1.658 ‘
? . Note: Savings ceicwiated »e residual, eouant h.h.o.tuc ?avo.u-.n'. - nat infiowe
: {Impovts - Exports). :
|
* i
As suggested above in the discussion of labar composition, the structure
of the econormr Lhss shifted increasingly towards manufacturing while the shars
of agriculture over the 1last twenty years has follcwed uszal trends To:
middle-income countries. As shown in Table 3, agrizulture’s contribution tso
H 1
value added has fallen, as have its relative shares in imports and exports.
This is due as much to a deceleration of growth in the agricultural sector as
g to the expamsion of other sectoers. |

Y
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TARE 3: SWPE OF MIICRTURE IN OF O TRADE SELTORS (sillion cur-ent Oh)

AMRICATURE  ACRIC. ACRIC <.

TOTAL SECTOR alere ACRIC. mare of ACRIC. shore of

YEAR <P aQ*  of OF DPORTS DWORTS total 1 DPORTS totel X
1990 1030% 2418 - B 07 0.2% 1 9r2 54. 2%
1981 10252 bad 20.58 Zons 759 336X 1732 B4 51.0%
1962 12042 beg 5.1% 2151 kLol 34.8% 1763 951 53.93%
1943 13447 3182 3.5% 2243 Tis 31.8% 10438 1123 57.8%
1984 14181 R 3% 275 328 e 3% 6% 2186 12:9 55.8%
1963 14920 3008 2.4% a1 90 a.: 2676 1190 54.7%
1968 14558 30857 2% 218 869 7.7% nses 1225 £6.5%
1967 15416 3351 o, 2220 2 27.6% 2148 1263 58.1%
1968 16558 3712 22.4% 2790 [ 139 =.3% =278 1303 57.2%
19e% 18679 572 13,28 e 459 16.1% 2455 1423 58.0%
iv70 0021 R o d 19.98 34,5 Lood 18.4% 2470 1436 57.3%
i 2o 451 21.9% 3533 806 2.0 2526 55.89
1972 23345 4962 a3 77 730 0.4% 2053 1843 55.5%
973 25625 5339 .3% 484 1 Z7.2% 748 poval S&.7T%
1974 33540 weaa x.7% a2 208 27.6% 74480 0 7.2%
1975 i &7 17.9% 10994 1S 29.0% [ 7o ] 1699 .28
h3 42958 8155 19.3% 118558 08 19.4%8 £579 20800 7.3
L 49781 53 36.4% 144002 2363 16 4% £ 1932 33.0%
1978 £E1S4 10436 18.9% 12361 2%5 19.1% $261 o 35.6%
1979 62043 11118 17.9% 143208 2675 18.7% 7622 2500 x2.8%
1980 70161 271 18.1% 1679 e 19.4% 9648 2998 3N.0%
1983 eIt 1le22 14,83 22485 5181 22.7% 12002 77 28_1%
iy == P4 pi.en-4 2%oan arie e - 1440 k ‘ol % =
1983 16130 17.0% 5563, 4440 17.3% 1472¢ 4008 27.2%
1984 106807 17547 18.7% 36 6549 .22 191190 4743 24.9%
1905 119658 21996 8. 278 6638 17.2% 21740 6089 27.5%

{
¢
{
:
]
il
i

An added element in the recent evolution 2f the sectcr has been the
widening of the food production gap and its ccnsequences for the agriculturdl
trasde balance. Food production in recent years has not kept pace with demand

which has increased due to rapid population growth, income growth, urbanizationm,

i

: s P
an2 declining real food prices resuliing from govermment markefr interventions

for the benefit of urban consumers. This has resulted in a food gap
necessitating substantisl increases in food imports. As for exports, in tge
1960s the agricultural sector contributed over 50 percent of total export
earnirgs, Dut tie share of agricullural exporis, primarily citous, f:eq;

vegetables., processed produce, and canned fish, in total exports declined at a

i

rate of 4 percent per annum over the entire period of study, 1960 toc 1984. in |

contrast, manufacturing's share of exports grew at an arnual rate of §.8 percent

over the same period. As a result, the overall share of agricultural exports

in total exports daclined to 28 percent in 1984.
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Anotaer major secCtor in the economy ie industry, which accounts for
nearly 18 percent of GDP. The key subsectors in industry are food processing
{nearly 44 percent), textile production (16 percent) anda chemical industries (8
percent). Small. and medium-scale enterprises employing under S50 persons
cominate sn important handicrafts sector which contributed abour one-third of
manufacturing value-added in the 1970s. The mining sector is critical to the
Moroccan economy as a major source of public revenue. 1In the early 1980s it
accounted for almost 3 percent of GDP but 30 percent of export earrings.
Phosphate rock is the most important of a broad range of mineral. resources that
include iron cre, manganese, lead ore, zinc, cobalt and copper. With about
three-quarters of the world's proven reserves, Morocco is the world’s largest
exporter of phosphates. Morocco has minimal energy resources and is heavily
dep: .dent omn crude oil imports, which are refined domestically, to meet its
energy requirements. Production of local energy is based or hydro-electric power
and coal but covers ~ _.iy 20 percent of total consumption. Energy produaction
accounts for four percent of GDP.

Although it is too early to make & definitive statement, it appears
that Morocco's econcmy improved as the 1980s progressed. GDP grew 4.8 percent
in 19835, whereas it grew by only 2.2 percent in 1983 and 1984. Furchermore,
exports increased in volume, value, and diversity. Imports, however, continued
to rise, and the full price adjustments subsequent to devaluation were not passed
on tO COonsumers. Taxation of agricultural pvoducers eased in 1984. The
government’'s medium-term sectoral adjustment reform program has led to
significart changes in Moroccan government agricultural policy, reducing the bias
against agricultural producers. Moreover, good rains returnad, ieading to

impressive cereals harvests in 1985, 1986, and 1988.
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Resource Constraints and Use

Water iz the main constraint facing Moroccan agriculture. Rainfalil
varies annually by as much as 35-40 percent, leading to large fluctuations in
agricultural output.lz Average annual rainfall declines and varisbility
increases as one moves from north to south and west to east. In the absence of
irrigation, crop varieties and the length of the growing season can be severely
limited. Yet Morocco is endowed withk the most extensive river system in North
Africa, providing inter alia water resources to the country’s modern irrigation
systems which cover nearly 10 percent of the total cultivated area.

The estimated amount of water available for agricuiture is 9 billicn
cubic meters, allowing for a potential of 1.2 - 1.4 million hectares, or .7
percenatr of total arable land, to be irrigated. At present, areas under

irrigated cultivation cover about 760,000 hectares, or 60 percent of

iz For example, cereals production can vary by as much as 60 percent
from the long-term average as a result of rainfall variability:
Cereals
roduction Years in which
as a (7) of each Recpective Level
1953-84 Average cf Przduction Cccurred
40 - 50 1961
51 - 80 1966, 1981
61 - 70
71 - 80 1973, 1977
81 - 90 1967, 1983
91 - 100 1964, 1965, 1975, 1984
101 - 119 1962, 1963, 1969, 1970, 1979
111 - 12¢ 1974, 1978, 1980
121 - 13¢ 1972, 1982
131 - 140 1971
141 - 150 1976

. . - v - o > e - - e e ap . =
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potential.u 38 percent of the total irrigated land surface is cuitivated in

cereals, 11 percent in sugar beet, 7 percent in sugar cane and cottoa, 9 percent
in vegetables, 14 percent in forage crops and 16 percesnt in fruit trzes. Large
scale, modern irrigatiom systems (LSI), which are located in the large plains
and valleys northwest of the Atlas Mountains, provide water to slightly more
than half of the total irrigated surface area. LSI area iz managed by a number

of Regional Agricultural Development Gffices (Offices Régionaux de la Mise en

Valeur Agricole, ORMVA), whose mandate is to oversee technical and agronomic

CNEE N on

management of the perimeters. As such, the ORMVA determine cropping pacteruns

which theoretically must be followed by farmers ju orcer to receive water and

|
l
|

TR

other inputs,

Moroccan soils are generally sballm-i:, susceptible to water and wind
erosion and poor in nutritive elements. Only ab?out 10-15 percent of the total
land area of over 70 million hectares is c%:onsideted to have potential
agricultural value. There are approximately 7!,5 million bectares of arable
cropland in Morocco, ot which nearly 5.5 miiiion are culti--ated. Rainfed
agriculture occupies approximately 2.8 miilion héctares, with gn additional 0.9
million hectares of fallow, while irrigated agriculture accounts for nearly 0.8
million hectares. Pasture lands are estimated at 1.8 million hectares and

expansion of crop agriculture is said to be :naihly at the expense of pasture.

Forests (S million hectares) and grazing lands (11 millior hectares) account for
|

: 13 of this total, 400-450,000 hectares are under "large-scale irrigation®
; (LSI). 7The remaining estimated 300,000 hectarc are cultivated with "small- and
medium-scale irrigation® (SMSI). The extent «f actual SMSI and its potential
is not well known. Cultivation practices range from small (circa 100 hectares
or less), seasonal, traditional flood recession polders to medium (about 3500
hectares or greater) perimeters with forage-well sprinkle: irrigation systems.

;
2
Ed
%
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another quarter of the total land area while two-thirds of the country is deemed
agriculturally ansuitable desert and mountaincus terrain.

The cultivated land falls into several zones based on the amount and
variability of rainfall and on differences in soil fertility. The zonme which

receives less than 200 millimeters (mm) of rain per tvear (bour défivorable) can

only suppert minimal agriculteral production without irrigation. It accounts
for about ome-quarter of the agriculturally useful land arez and is dominated
by migratory grazing along witk olive, date palm, and oilseed production. 1Imn
the area which receives 200-300 of rainfall per annum, barley and bzoad bean
cultivation, =along with pastoral practices, dominatef Areas which receive

300-400 om of rainfall per annum are classified as semi-arid (bour intérmédiare)

-- again accounting for about one-quarter of total agricéltural land -- and are
dominated by barley and hard wheat production. Areas r;ceivmg 400-600 mm of
rain per annum comprise the most favorable zomes for rainfed agricalture (bour
favorable). These¢ zomes, reprisenting about 35 percent:of total agricultural
land aree, are concentrated in the nortlwest, where the principal crops are soft

wvheat, maize. sugar beet. citrus znd vegetables.

Land Holdings zrnd Technology

According to the data available from the most receat agricultural
census (1573-7%)., three-quarters ¢f the cultivated land xh Morocco 1s privately
owned. Of this, nearly 85 jercent is said to be owner cultivated while the
remainder is cultivated through sharecropping arrangements. This figure has,
however, been disputed as being a significant underestimate of sharecropping in
the country. Furthermore, in view of the increased pressures on land, and the

traditional inheritance laws, it is likely that sharecropping has increased in

the past decade. "Collectively owned land," about 14 percent of total cultivated
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land, refers to tracts owned jointly by the tribal ccamonity, and used
principally as grazing grounds. Crown lands account for about 6 percent of totsl
cultivated land, while land deeded to religious foundations for revenue
geaeration accounts for sbout 5.5 percent.

The distribution of land holdings in Morocco is highly umeven. At
the tixe of the 1973-74 agricultural census, 23 percent of the farmers did not
owsa any lard, but worked as tenants on plots owned by absentee lzndlords.
Another 57 percent of Morocco’s farmers had land holdings of five hectares or
less, amounting to adout 25 percent of the agricultural land. In contrast, 10
percent of the larnd is cwned by 0.1 percent of the famm populationg in average
hoidings of 250 hectares. Furthermorz, land holdings are highly fragmented,
with 1.9 milljon farms divided into 11.6 million parcels whick a;erage 0.54
hectares. The unevenness of the distribution of land holdings and :Ethe severe
fragmentation of the holdings has important effects on the choice offtand access
to agricultural technology. Average land holdings tend to be sligﬁxtly larger
and less fragmented in irrigated zones, where agrarian r2form has beev heavily

promoted by the ORMVA.

TASLE 4: LAND DISTRIBUTION IN MOROCCO

....... All Types of Ownership...... ..Private Londs.

FARM SITE Number of Farma . ...... Are . ... Numbar of Farmm

(hectares) (000) (X) ('000h2) (X) (*000; (%)

] 450 3.3 0 .0 .. .

0~ & 1090 56.% 1778 24.§% 827 74.7

§-10 220 1.4 1508 20.8 179 14.4
10 - 20 114 $.9 1820 1.1 % 7.7 !

20 - 80 44 2.3 ns 13.8 32 2.6

50 -160 .4 §15 7.1 [} .$

100+ 3 -1 703 9.7 2 .2

YOTAL 1929 100.0 7280 100.0 1241 1.0

Source: Agriculturni Census, 1973-74
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% Production technologies vary along two broad spectra of water scurce
and farm size. In general, smsll faras in rainfed areas use animal tractiom and
little or no modern inputs. Small farms in high-rainfed and irrigated zones make
limited use of high-yielding seed varieties and ferrilizer in conjunction with

animal traction, while large farm: in the high rainfed and irrigated zones

gy

practice mechanjized cultivation and harvesting along with exiensive use of

selected seeds and fertilizers. &5-50 percent of total fertilizer consumption

S —

is concentrated in the irrigated subsecxor, 35-40 percent in the high rainfall
zones, and 15-20 percent in the low and medium rainfed zones. In farms of less
than 5 hectares, only 16 percent of the surfaces are fertilized, vheregs in
farms of 50-10C hectares, 54 percent of the surface area s fertilized.lu"
In sum, Morocco is endowed with a wealth of natural resources, scz:cess
]
to which is markadly skewed. T.oo:gh agriculture contributes less then 20 peicent
to GDP, it still provides employment to as much as «0 perceant of the pgpulat%ion.
dowever, earnings in the rural sector have presumably deciined relative to those
in ine urban sec.or snd atroad, causing a demographic shift in favor of the
~3tter. Arresting this trend is a major concezrn cf the Hcroscan Sovernment

today.

Production by Crop

The bssic commodities that are analyzed in this cvorking pape:’ are
the three main cereals ~- tarley, soft and hard whea: -- znd sugar beets. Barley
is the traditiona2i domestically grown £food crop. It coversz half of' the
cultivated cereals acreage and accounts for 40-50 percent of total grains

production, acting as & stock adiustment cerzsal &s it moves in apd cut of human

14 For a more detailed discussion see World Lank/EMPA2, Memcrzndum on
Fertilizer Demand and Pricing, Report No. 4526-MOR, June 1983,
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food or animal feed supply, depeading upon the climatic circumstances. After
a drought when cereals production ir down, herd size is diminished zad more
barley is avallable for bumsn consumgtion. In good years, however, when there
is an abundance of 31l grains, humap consumption shifts to the preferred graaxa,
wheat, leaving added quantitixs of barley to the livestnck sector. Since the
19608 2o barley has been exported, even in surplus years, and imports have L.en
sporadic. It can thus represent the “tradable but non-traded food grain.*

Yhea: is included for sevcral reasons. Soft wheat is the product

which benefits from government intervencion in both trade and pricing policies.

: s :
‘3‘1 38—-3q<e+v.¢qm Emne eynort +o the

It was Iaitially iotzoduced oy the colenizl pdminietretion for yoore
Frenca metropolis and has since independence been consumed mainly by the urban
population. De2sp.-e rapid increases in soft wheat production in recent years,
imports continue to pzovide two-thirds of total soft wheat requirements. Thus
it is the principal "traded food crop.® Soft whear competes most with hard
wheat, which is traditionally the preferred grsin, both by producers for its
reputed hardiness and by consumers for its taste.

Sugar beet is the predominant sugar crop. The crop was introduced
in 1663 as an import substitution crop and output has expanded rapidly since
then. It is inciuded for analysis here because it is the primary beneficiary
of most of the government interveations iIm the agricultural sector: output price
support, input subsidies, services and investment resources. Sugar alone is

estimated to benefit from one-third of the fertilizer subsidies, and about 10-

15 percent of the irrigation investments.

Cereals
Traditional agriculture in Morocco is based on cultivation of cereals
and pulses. Of the nearly 5.5 million hectares cultivated annuaily, over
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three-fourths are cultivated to cereals. The principal cereals -- barley, hard
ané soft wheat (and to a lesser extent maize, sorghum, and other feed grains)
-- &are grown iIn all aegriculturally cuseful regions, yet £five provinces
alone (Rabar-Xénitrs, Pes-Meknes, Marrakech, Settat and Safi) represent
two-thirds of natioanl grain ocutput. In recent years soft wheat output bas
increased significantly. though soft wheat is reputedly more sensitive to
drought than hard wheat, the largest expansion of soft wheat over the past decade
hee in €act taken place principally in irrigated areas and in the higher rainfall
regions. The cultivation of wheats predominates in the regions of Rabat-Kénitra
while barlev cultivation is concentrated near Marrakech. Cerszals
are typicaily grown in rotations or associations with other crops, such as
pulses, under rainfed conditionms. Average yields remszin low: about 1.0

ton/hectare for the wheats and 0.6 ton/hectare for barley (see Table 5).13

15 Irrigation is not widely practiced for cereals. About 15 percent of
soft wheat acreage znd less than 6 percent of hard wheat and barley area is
cultivated under irrigated conditions. Th2 area under irrigation produces sbout
35 percent of tntal soft wheat output, 9 percent of total hard wheat outpat, and
5 percent of total barley output. Yields are twice as high under irrigated
conditions as under rainfed conditions. See annex Table V.15 for cereals
production data (1976 through 1984) disaggregated between irrigated and rainfed
cultivation.
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......... Ares. ..... .. ceeen---Yiatlda. ... .. creer-Produchion.....

....... 900 e} ... e (emale). ... e -CPON0 tome) .. ..

WARD ST MAREY D SOFT WARPY HATD SOFT  sAREY
TEAR WEAT  WHEAT WHEAT  WHEAT WHEAT  WMEAT
1981 1Xx30 &o e .48 . -4 022 229 68
1962 *X20 3 1308 1.08 1.0% 1.28 1309 ¢ 1833
1063 1386 <58 zan .88 K\ .90 s 0 7
1964 1245 410 198 .3 % EN 157 b 1810
1968 1443 450 190 R ) .98 E -4 10 428 1845
1968 1428 L d 2063 .0 &3 .34 [ 290 "2
1967 1564 12 200% .75 .n 73 pov, ] 35 1538
1968 1400 50 10 1.3 1.23 1.52 1900 &850 0
1909 1475 0 D7 7 T 1.00 1130 L ol 2040
1970 1438 454 1800 .99 4 1.03 1418 E 1963
971 1517 30 1998 1.08 1.4% 1.2¢ 1542 547 a2
1972 1508 L -l 1533 1.00 1.7 1.2 1831 5% 288
1073 1.7 82 018 .80 R 2 paT -4 2 1258
1974 1 s 1973 .. K . 2z 1380 73 87
197S b~ 458 1% 97 a2 K 4 1204 71 1536
197¢ 1454 “48 17 1.4 1.15 .36 1852 557 80
T a2 = s Ta &7 R 1086 k= 1348
1978 17 L4 2909 1.11 .95 .7 1441 <5 2328
1979 1187 40 2168 1.12 1.00 K 4 1307 90 1806
1em0 12%9% 44 Z150 1.06 1.08 1.3 1551 Ll 0
1981 1106 481 52 .59 .7 $10 22 100¢
1962 1107 5re 2047 1.7 1.34 1.14 1408 beid 34
1983 1206 [ d ns K. 1.08 57 12 ™ p—
1904 1123 ™~ 2128 1.04 1.12 &8 un 518 14086
Source: Mational Cereals sne T;leee Office
Note: Your® refors %0 srrus' production “smpai which begin in Septesber of the

previcus yeu wod ontinge thrwgh luguet of the mext. Thus *196:" refers %o

the crapaign of 1960-81.

In Morocco, there are two distinct marketing channels for cereals.
Soft wheat is the only grain whick is marketed predominantly through the Natiomnal

Cereals and Pulses Office (Office National Interprofessionel des Céréales et

Legumineuses, ONICL), the official cereals purchasing agency. The other three
grains are sold primarily oa the narallel market. Grains are usually scld by
producers at local weekly markets (souks) where they are bulked for transhipment
to consumption points. The percentage of "marketed surplus® out of total cereals
production is not known, although Ministry of Agriculture sources suggest that
nearly 60 percent cof output is consumed on-farm, a figure which may be over-
estimated. Only about 1S5S percent of total cereals production is brought to
official collection points and sold at the §fficial producer price (see annex
Table II.1 for actual figures), although this masks substantial varistion among
crops. About half of total soft whest prodsction is sold to ONICL, wheoreas a

far smalier proportion of hard wheat (11 percent, from 1960 to 1984; 5 percent,




\—\'\Kl'?'fwww m

- y—— e e w

Iy

A s L WRA 1 e

i o e A w5

20
from 1974 to 1984) and barley (& percent, 1960 to 1984) production is captured
by the official market.

These sales vary significantly from year to year as a function of
the size of the harvest and the ensuing relative prices on the official and
parallel markets. In 1981, for example., when total cereal production was only
46 percent of the previous year's levels, oniy 17 percent of total soft wheat
production and negligible amounts of hard wheat, and barley were sold to ONICcL.15

0fficial producer prices for cereals are set annualiy at the
beginning of the planting season by an Interministerial Pricing Coemittee,
chaired by the Ministry of Economic Affeirs.l7 Prices are set on a cost-plus
basi: and are pan-territorial. Soft vheat producer prices are guzrapnteed and
obligatory (prix taxé), while prices for hard wheat and barley are minimum

support prices (prix de soutien). All prices are set according to grain quality.

They are paid to producers at primary collection points, and therefore also cover

the farmer’s cost of transport between the farmgate and collection center.

16 One would expect that farmers had shifted to the parallel market to
capture higher prices. Yet annex Table 1I1.1 indicates that thes average parallel
market price of soft wheat was only 111 Dh/ql in 1981, compared with an official
price of 135 Dajql. Cuné possible explanstion fcr this seemingly aberrant
phenomenor ie that in times of fiscal distress the official purchasing agency
may be less able to defend its purchase price, resultiag in fraudulent marketing
practices in the official rarket vis-2-vis farmers. In such a case, the price

market price, adjustmer.cs made for transportation.

17 Prices are set on the basis of proposals made by the technical
ministries, paraststals, and industry representatives. Consumer interests are
represented by the Ministry of the Interior and producers by the Ministry of
Agriculture and Agrarian Refcrm (MARA), while the final arbitrage involves the
Ministry of Finance to insure that the agreed prices do not strain the
Government’s budget. Where agricultural commodities are inputs into agro-
industry. such as sugar beet and cane and vegetable cilseeds, the Ministry of
Trade and Industry is also involved in the deliberations of the committee.
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Only officially recognized traders and state cooperatives are

authorized to procure, store, and transport soft wheat on behs { of ONICL.
Millers, for instance, may not buy soft wheat directly from farmers or ir rural

markets. Once procured and stored, ONICL pays sfficias)l storage margins for the

T PO R A

cost of storing soft wheat. Dispcsal from the storage point is also administered

by ORICL, which issues purchase authorizations to specific mills according to
planned allocation levels,
E Morocco was actually a net exporter of cereals during three seasons

in the 19608 (see Table 6). Since the late 1960s, Mcrocco has become a large

net importer of food grains, especially of soft wheat. From 1960 to 1973,

HTTRTL TSR

domestic production of all four cereals provided 88 percent of total grains

availability. From 1974 to 1984, only 68 percert of total availability was
| provided by domestic production. The decrease was particularly due to shifts
with regard to two grains. First, there was an enormous increase in demand for
soft wheat, such that in the latte: period, production only provided 25 percent
of total soft wheat needs. Second, Morocco went from being a net exporter of
maize during the 13560s to being a net importer, as industrial poulury producticn

accelerated.
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' aRr € CLMEALS TRADE IW MOROCCD (OG0 tone)
H L] T awwETE PYREE P
: Soft Vhest tord Whest . ... Bariey - TOTAL 10T
N YLAR laporta Exports Iaports Eaporis importe Exports lagrt, Exports DWPOR.> LA,
i B 57.. 5.0 0.5 7.3 225 3.3 325 121 3
1961 3965 2.1 313, a0 7 22
1962 5.2 6.0 114 ¢ 1.2 725.2 240.1
i 19483 7.2 113.6 40 101.8 9.2 S 4
H 1964 8.5 5 3 157 50 SO6 344 5 671
H 2 30¢.8 B 50 $.0 2.1 309.8 =S
i 1966 a54.3 ©.7 26.7 17.8 2.6 99.3 2.6
f 1562 908.5 s 6.1 918.1
H 1958 =.8 .. 2.0 a0 9.4 76.8 25.7
{ 1969 1.2 3 896 261 161 .3 2:5.8
L N 1970 50.2 .1 31 53.0 10 ¢ S83.3 53.1
v 1972 5.6 6.0 535 0.7 592.8
. 1972 ar2.& A= 20.3 s37.8
1973 B3 1 1.1 3.2 1035.5
1974 082.7 8.8 41.5 1162.9
1975 1164 .8 48.C 130 1276.6
e 1976 924.3 7 W1
1977 1847.3 © .. 2.6 80.7 186C.8
o 1978 1413 & 10.6 80 6 1505.2
1979 1537.3 0 . 9.3 1637 .9
1980 1821.0 c 1244 145 6 2171.0
; 1981 2442 kT 243 3 196.3 1.8
. 1982 1356 .8 9.7 341 5 1508 C
Pt peoraciing 2 e AT % P77 A
1982 297.2 %8.G cs 8 2300. ¢

Saource: Mecional Ceremls and Pulses Tffice

Each year ONICL estimates the suppiemental grain to bpe imported,
based in part on the availability of foreign exchange. Imports are executed by
local, private sector representatives of large international grain companies cn
compzcitive bids and import licenses issued by ONICL. Once on shore, imports
become the property of ONICL. Flour millers who require additional grain (beyond
that which is procured from domestic ONICL sources) must request anm allocaticn
of‘g:ain frem ONICL whick in turn authorizes the mill <c purchase a designated
quantrity from a designated importer. Millers are required to pay the importer

tte domestic grain price. They are thus indifferent ceteris paribus om price

grounds berween domestically procured and imsorted grain. When tae domestic
price is above the world price, the difference between the landed cost plus

argin 2nd the domestic price is reimbursed to ONICL by the importer, and vice-

]

versa in the case of domestic prices whick are below the CIF price.
However, while the mills are indifferent between imported and

domestically procured grain, the Government is not. As price< drop on the

international inarket and especially as Morocco benefits from concessional grain




trade, thereby reducing even further the average unit Import value of grain
(particularly soft wheat), grain purchssed from abroad becomes chesper than
grain purchased from domestic farmers. Thus, the incentive is to increase
imports, thereby genmerating greater revenues from the variable import levy, at
the expense of incieasing the share of procurement out of tctal domestic
production. This incentive to import is reinforced by the overvalued Dirham,
: which has made cereals imports cheaper at the official exchange rate than they

would be at an equilibrium rate of exchange.

ONICL is required to reimburse the mills for the difference between

e

b the financial cost of flour, caiculated as the officiesl grain price plus a fixed
milling margin. and the subsidized price at which flour is scld to bakers. This
transfer is supposed to be financed from ONICL's receipts from the variable
import levy and a minor parafiscazl rarketing tax. In fact, in the early 1980s
the subsidy bill exceeded ONICL’s revenue and large transfers from the treasury’s

Stabilization Fund (Caisse dz Compensation) were required. As Morocco’'s fiscal

4

crisis grew, these payments were made with increasing delays an?d CORICL becawe

sericusly indebted towa:ds various actors in the cereals sector.18

18 As borde. prices continued to fall in the mid-1980s under pressure
from exporting countries, soft wheat imports again began to generate revenue for
the Government.
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Organization of the Grains Sector in Morocco
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With & per capita consumption of nearly 30 kgs per annum,l9 sugar
is a2 major source of calories in the Moroccan diet. It has also become a
politically sensitive commodity. Until the early 1960s., Morocco was entirely
dependent on imports and suffered fully the fluctuationms in world prices.zO In
an effort to reduce such dependence and cut foreign exchange outflows, the
Government opted for an import substitution Sugar Plan, with the objective of
Morocco reaching full self-sufficiency in sugar over a 20-year period. Sugar
beet production was introduced intc the Gharb in 1963 (see Table 7). After 1987,
sugar beet area increased by 10 percent per apnum from about 12,000 hectares to
60,000 hectares in the early 1980s. Expansion in area cultivated bas siowed down
considerably in recent years. Production 1is concentrated in the irrigated
offices of the Gnarb, Louxkos, Moulouya, Doukkala and Tadla. Production
technologzies use selected imperted seeds and employ high doses of fertilizers
and insecticides. Most of the work, except for harvesting, is mechanized.
Yields average about 38-40 tons of sugar beet per hectare, with an average sugar
content of 16.5 percent. This average hides large productivity differences
between regicns, and between rainfed and irrigated production sreas. Whereas
farmers attain 63-70 tons per hectzre in Doukkala and nearly 4C-45 tons in Tadla
under irrigated conditions, yields average only 30-35 tons per hectare in the
Gharbd and Moulouya under irrigation and 25-30 tons per hectare in the Gharb and

Loukkos under rainfed conditions. Largely as a result of these productivicy

19  fThis compares with a world average of 21 kg per capits and a developing
country averszge of 12 kg per capita.

20 This refers to recent Moroccaa history. In the sixteenth century,
Morocco was actually a net exporter of cane sugar.
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differencez, sugar beet production under irrigated conditions, which represents
only two-thirds of totszl acresge, produces about 80 percent of total sugar beet
ourput.

Sugar cane was introduced oniy in 1974 and by 1984 nearly 15,000
hectares were under cultivation, principally in the Ghard and Moulouya. Jene
was introduced in the Loukkos in 1984. Total production has resched about
800,0CC toas per annum, with an aversge recoverable sugsar content of 10.5
percent. Sugar csne currently accounts for about 10 percent of national raw
sugar production. VYields wvary by climsric conditions and by region. For
instance, while the Ghard has recorded yields of 70-90 tons per hectare, Moulcuya
yieids are adout 50-60 tons per hectare. In addition, in particuiarly cold years
(3= in 1976 and 1381;, came is subjected to frost, further reducing yields. In
this report only sugar beet is studied, although dacra for csne are presented in
the following table for the purposes of comparison.

Cultivation of beth beest and cane is carefully overseen by the ORMVA
in irrigated and rainfed areas, providing farmers with access to irrigation water
as well as advances on inputs (seeds, fertilizer, insecticides, mechanized

services) and services.

................. AR e ... . B L B CRE
Raicfed producton Irrigated produck om Irrigated product;an

YEAR OO0 ha w/he  O00 o 000 ha L/’ 000 o TR0 ke t/re ‘CO0 o
1982 8.2 12 7 71.9

1964 9.1 3.8 180.8

1948 L3 8.1 1731

b 1.4 0.5 2345 4 4 i 331 .4

b3 11.7 7.1 &3 6 9.7 L - Y $30.7

1968 1s.9 .8 4 5 18.7 3e.5 7.3

L8N .8 8.3 s s 128 » 2 495 %

1970 2.4 1.5 4. x 8 333 6330

97 4 é T =N ] S8 848 0

1972 3.5 n.s &7 31.7 31.9 1011 O

1973 21.9 0.8 anl 8 29 4 35 8 1047 .0 b3 W S % 3
1974 .7 ™. TaT n.s 37.3 12043 R 23 25 1
1978 2.4 17.8 S8 2 2.4 N0 123 2 i1 0 4 0.0
e 32.4 2.9 812.4 ».5 %z 308 1e 41 3 7.8
177 3.8 10.1 E0.0 3.3 M4 1138 35S 50 7 27T 4
1678 .2 3.2 th.a 34.0 43 .4 1474 3 4. % 3.8 330
1979 ».¢ =2.7 7e7.3 ».1 a31.1 18077 4.0 2.9 935
1980 n.4 2.5 ebi.8 43.5 s 17117 4.0 “3 X252
11 2.7 13.7 X0.2 5.5 3.7 404.5 T.2 s.y F2.:
1982 3.3 s 5.0 .2 8.7 1784.7 7 37.3 817 .4
1963 ng .8 B5120.9 48.0 43.3 20M.1 8 7y TR
1904 18.8 3.5 o11.8 »n.7 4$.2 740 1n.r 40 730
Keurce: Ministry of AgriculSure wad Agrar:en Ref,

B Seet nrew rolers sevded screnge, vhile conu refors to Mrvestiad ares.
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An sgrzement between the Ministries of Trade iand Industry (MCI) and
Agriculture (MARA) ensures that total sugar crop output wiil be purchared at an
official producer price by the sugar refineries. Sugar prices are set arncally
by the Interministerial Pricing Committee on the basis of proposals from and
ddiscussions betweenr MARA, the sugar companies, other concerned ministries
(Finance, Interior), and various other agencies. Prices are calculated according
to the production costs of average producers. Due to the large productivity
differences between various regions, producers in the more suitable production
areas have thus tended to benefit from large rents. The producer price for beet
is paid at farm gate, with the cost of rransportation of the crop to the sugsr
mills negotiated betwean the ORMVA, the mills, and the National Transport Office,
and paid for by the mills. Domestic beet is processed either &: integrated
refineries which produce white grsnulated sugar directly, or at raw sugsr mills
which produce raw beet sugar toc be refined subsequently by domestic refineries.
Une refinery, COSUMAR, also processes imported raw sugar and produces the

Juasi-totality of sugar loaf (pain de sucre) produced in Morocco.

Raw sugar output is sold to refiners at a fixed “transfer” price

(prix de pérégquaticn) setr by the Stabilization Fund to cover all costs of

production, ZIncluding the cost of the raw material which is valued at the
domestic Leet or came producer Lrice, a margin for returns to ca
consumption excise tax. The sugav refineries and integrated sugar mills sell
granulated sugar to wholesalers at a fixed wholesale price, and are compensated
for the difference between the transfer price and the wholeszle price. The price
varies from mill to miil, with an inverse correlation observed between capacity

use rates and transfer prices. Since 1963 when the first mills were established,

transfers have always teen made to the mills, rather than vice versa. In other

< diat s el ik il % Camop
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words, costs of production have been systematically higher than the €£ixed
transfer price. Compensatior: by the Stabilization Pund, however, iz oftem
delayed several months (or ¢ven years) which, as in the cereals subsector, causes
finsncial st~ess in the system.

There are two major forms in which sugar is sold to consumers ir
Morccco. The traditiomal product is the sugar loaf, a commodity for which no
international trade exists. It is produced by a double refinirg process,
g2ssentislly from iwmported raw sugar. The other principal sugar product is
graaulated sugar preduced from imported and domestic raw sugar. Costs of
production of sugar lzoz2€ are 50-75 pevrcent higher than those of efficient
granular sugar production. Consumption has been shifted away from sugar lcaf
and toward granuiated sugar in recent years as the ratic of cfficial consumer
prices between losf and granulated sugar has risen from 1.09 (1969) to 1.47
(1984).

Morocco has been, and over the medium term will continue to ke, a
large net importer of sugar. While sugar self-sufficiency has increased
dramatically in the past two decades, the country continues to import about 25-
AS’percent of its annual requirements, almost exclusively in the form of raw
sugsr. White (refined) sugar was imported for a brief period in the mid-1970s.
The National Tea and Sugar Office (ONTS) determirnes the level of imports. A
variable levy system controls the domestic price of imported sugar, with the
difference between the border price and the domestic transfer price paid to the
Stabilization Fund through ONTS by COSUMAR when the border price is less than
the domestic transfer price. When the border price is greater than the domestic

transfer price, the Stzbilization Fund compensates COSUMAR for the difference.

PR S T
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TAolt 8: SUCAR INPOR'S IN MOROCCO (*O00 mt)

TOTAL

EF1INED RAW IMPORTS

. YEAR Quantity Quantity (REF equivy)
1980 .. 276.9 283.0

. 1981 .. 2585.0 242.2
1082 .. 298.7 284.7

3 .- 280.0 266.0

19684 .. 324.3 308.1

19886 .o 861.8 333.9

1968 .e 330.35 314.0

ion7 . 300.7 286.8

1968 . 264.1 241 .4

H 1969 . 293.0 278.3
1970 .e i52.8 239.9
: 1971 .. 228.3 216.0
. 1972 .- 1006.8 162.8
{ 1373 .- 2087 2900.9
1974 .- 2% 7 2086.7

1875 .- 248 .4 234.1

1976 .o 261.8 239.2

1877 112.0 6.0 326.8

1378 48.0 229.0 283.5

1979 50.0 183.1% 223.9

1930 24.0 283.2 293.0

. 1881 23.0 262.8 263.0
1992 6.C 262.0 245.4
. 1983 .. 24%.0 238.8
1964 .. 293.8 279.1

Xource: Sugar Imoustry Association snd Foreign
Trade Statiscics
Gctes: Raz sugar imporis are expressed in refined
equivalents at 96X of tonnsge.
.. Denctes no imports.
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CHAPTER TWO

THE POLITICAL ECONOMIC HISTORY OF IXTERVENTION IN

MOROCCAN AGRICULTUREZ1

Morocco’s economic interventions have favored industry over
agriculture, irrigaced agriculture over rainfed agriculture, and consumers over
agricultural producers. This can be seen as the legacy of several important
political factors that have shaped the patterns of control over the couatry’s
resources. This chapter describes the history of Moroccan political development
that nas underlain the formation of economic policies vis-23-vic the agricultural
sector.

The central political institution of Morocco is the monarchy,
currently ruled by His Majesty Hassan II, who essumed power as King and Prime
Minister in 1961 after the death of his father, King Mohammed V. The monarch’s
active involvement in political 1ifr is guaranteed by his wide powers of
appointxent, as expressed in the constituzion. Duriug his 27-year tenure, King
Hassan II has had to balance demands from a variety of interest groups. 1In so

2

doing. he has successfuliy arbit-ated political cenflict zmong competing urban

21 For political insigh*s this chapter draws heavily on a number of

sources, including Alain Claisse, “M=khzen Traditions and Administrative
Channels;" Rkia El-Mossadey, "Politicai Parties and Power-Sharing;* and 1I.
Wiiliam Zartman, "King Hassan's New Moroczo,” all in I. W. Zartman, ed., The
Politrical Economy of Moroccc, (New York: Praeger, 1987); George Joffe, "Morocco:
monarchy., legitimacy and succession,” Third World Quarterly., 1( (1) (January
1988). 201-223; Rhys Payne, "Food Deficits and Political Legitimacy: The Case
¢f Morocco® in Commins, Lofchie, and Payne, eds., Africa's Agrarian Crisis: The
Roots of Famine, (Boulder: Lynne Rienner Publishers Inc., 1986), pp. 153-172;
Remy Leveau, Le Fellah Marocain, Defenseur du Trone, (Paris: Presses de la
Fondation Nationale des Sciences Politigues, 1985); Mark A. Tessler,
"Morocco: Institutioral Pluralism and Dominance® in I. W. Zartman, ed., Political
Elites in Arab Morth Africa, (New York: Longman, 1982), pp.35-87; and "Morocco:
History,.,*® The Middire East and Norta Africa (Lcndon, 1967).
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and raval interests that has, at times, threatened the viability of his tenure
and, therefore, the stability of Morocco®s political system. In addition to the
monarchy, the Governmen: ur Morocco 3lso includes a number of political parties,
with popularly elected representatives who sit in Parliament. The parties span
most of the political spectrum and have participated to varying degrees in the
Government since independence.

The evolution of Mcroccan political and economic developments and
the government nolicy reeporses which have affected the agricultural sector have

been divided in this study into four periods, as summarized in Table 9. Morocco

ended with a more restrictive regime holding sway briefly during the early 1960s.
The =id-1960s through 1973 marked the Moroccan economy’s most open phase. From
1974 cthrough 1980 Morocco was exposed to the exogenous shocks of the
international commodity markets, wnich ied the economy into one of its most
restrictive periods. By 1981 Mcrocco was forced to confroat its economic
disequilibria. The Kingdom has bLeen attempting to recover from the crisis since
tre early 1980s, a period marked by increasing eccnomic liberaiization.

These pericds correspond te several “phases” of government, as

S

defined elsewhere.?? From the colonial period through 1273, Morocco was in Phase
I, identified by the existence of some government interventiom designed o
increase food self-sufficiency and promote certain crops. With the onser of the
phosphare boom in 1974, Morocco passed into Phase II. with increasing complexity

of interventisr.s, designed in particular to protect consumers frow the effects

of both risinyg sorld prices and rising domestic producer prices. With the onset
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of stabilization negotiations with international creditors in 19¢9,23 Mcrocco
entered a2 turning point in its history of economic interventions (Phase III),

lasting through 1984, or the end of the study period.

23 Morocco entered its first medium-term stabilication program with the
International Monetary Fund in the form of an Extended Fund Facility, which was
scheduled to run from 1980 through 1983.
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Summary of Economic Objectives and Policy Tcols

Since independcniv, Mnorocco has pursued a goal of rapid economic
growth through industrial import substitution, tne establishment of processing
industries, modernization in the agriculzural sector, and expansion ~f its raw
material production. The most prominent feature of Morocco's globzl sbjectives
has been their continuity. During the early post-independence period, t.e
emphasis of objectives shifted towards greater self-suffic’ency through import
substitution. The initial Zoals for self-sufficiency were based on the belief
that greater value-added could be captured through local processing and thus save
foreign exchange, fwhile after 1974 the objective was driven by concerns over the
volatiiity of worid prices and the ccnsequent fluctuaticms in foreign exchange

earnings resulting from dependency on world commodity m=rkets. Export promotion

{
|

and diversificat;pn were always menticned., however, as additional ways to
decrease flvctuat%ons in foreign exchange earnings.

In th? early 1970s the Government also acknowledged the need to
redistribute the fruits of economic growth ejuitably. S3occial sectors (housing,
education, health; received an increasing share of budgetary expenditures at the
s2me time that attempts were made to reduce disparities in income by reforming
policy measures concerned with taxation, job creation, land redistribution, and
the development o% rainfed agriculture within the confines of protective trade
policy and an interventionist policy with respe.: to prices. Wwage stability and

i
its corollary, pricé stability, also became increasingly important as objectives
after the mid-1970s in the belief rhat wage-price policy was more efrective than
exchange rate pclicy in strengthening the competitive position of Morocco’s

developiag industrial sector. The emphasis on equity in comparison with goals

considered more directly productive, however was small. Employment generation

R e a3 .



R

e T

35

has alsc b .o added as an objective in recent plans, but there is little concrete
evidence as to the integration of this goal into the overall policy framework.

To implement these objectives Morocco has resorted to a number of
»olicy tools. Among these are trade, investment, price, exchange rate, and wage
policies. Morocco’s system of tariff and non-tariff protection ﬁas built to (a)
promote rapid growth of GDP by encouraging i :vestment through low customs duties
on imported capital goods; (b) recduce economic dependence on other countries
through import substitution by means of trade protection on finished goods;: (c¢)

generate revenue; and (d) avoid sharp changes in domestic prices due to

|
|

international price movements.
|
In the agricultvral sector the greatest emphasis has be»n placed on

supply shift policies. Heavy capital transfers through massive inrvestments and
|
free services were seen as the most effective manner of increasing production

il
. s 3 . . . R
and generating growth in incomes and employment without inducing price rises.

Droughts and international ‘ommodity rice shocks further encouraged the use of
£ P g
|

these policy tools. Little faith was placed untii recently in :the .role of output
price peolicy in inducing supﬁiy increases. Rather, administered prices wvere seen
a5 one means for maintaining low food prices in order tc improve the purchasing
powar of the population while ensuring adequate incentives to produce}s.

?re-ILdependence Bistory of Morocco

Many of the origins of Moroccan policies toward the agricultural
|

i

sector can be founé .n pre.independence patterns of administration. By the
nineteenth century, prior to the French and Spanish Protectorate era, Morocco
was the domain of 1) a series of Sultans, from which King Hassan II is descended,
whose primary scurve of power was as the spiritual and political leaders of the

regior, and 2) a number of marabouts. the muslim Berber leaders who cortrolled
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the many tribal factioms in Morocco. Those parts of ti2 country which submitted

directly to the Sultan’s authority were known in Arabic as the bled el-makhzar,

or "land of the government.'z6 Beyond these lay the tribal lands known to the
Arabs as the bled es-siba, or "land of dissidence,” which slipped in and out
again of the makhzan’s jurisdictirn. Critical, tken, was the role of the caids
and pachas, the rural notables who were the Sultan’s link to the countryside.
Their cooperation legitimizecd the authority of the Sultan’s makhzan aver the bled
es-siba and helped to extract tax revenues from the Berber tribes for the Sultan.

Bv the mid-nineteenth century, however, Morocco began to open up to

European economic interests. A “~rotege"” system of partnerships between local

f
|

notalles and foreigners, mainly in:the area of livestock raising, exempted
Moroccans and their partners from l;cal property laws, thus eliminating tue
threat of royal expropriation of wealgh.zs This was a prototype fcr the colonial
patterns of resource management to c&me.

Under the French Protect?rate the character of local authority in

rural areas was drastically altered. The caids and Hach:s. lost their autonomy

. X - [ , e e . 2&
as they became dependeat dureaucrats of the perva .ive colonial administration.<”
Although the presence of the Frem.: undermined the rural notables' power, the
latter were relied upon as Intermediaries and were r2warded for their cooperation

with a mcderate degree of persomnal enrichment and education. A further objective

|
24 Interestingly, the word makhzan literally means “treasury,® though
it came to be synonymous with “government.~

25 See Zahya Daoud, "Agrarian Capitalism a2nc the Moroccan Crisis, ™ MERIP
Reports, #29, September 1981, p. 28.

26 *...{T)hree times as many Frenchmen were employed to govern Morocco
as Englishmen were used to rule India with forty times the population." From
Douglas Porch, The Conquest of Morocco (New York: Fromm International Publishing
Corporation, 1986), p. 298.
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of French administrative policy was to keep Arabs and BSerbers aspart, favoring
the rural Berber elite in order to counteract the rising nationalism of the urban
Arab elit~.

Istiglel, the Arab nationalist party. was formed in 1942 in support
of a platform waich called for an independent corstitutional form of government
to be installed under the controi of Sultan Mohammed ibn Youssef. The Istiqlal
platform, however, did not Lave the support ¢f conservative Berber tribesmen of
Morocce, most likely becaase of their favored status with the French under the
Protectourate. Clashes between the Sultan and Berbers finally iled <o the

temporary exile of Mohammed ibn Youssef in August 1953. In November 1955, as

i

negotiations were being finalized in preparation for independence from France
|
the folicwing year, he was allowed to return to Morocco, was recognized once more

as the legitimate Sultan, and led Horoccq intc its post-colonial period.

The Protectorate era wi:ﬁesged important structural chainges with
regavd to the position of the state vi?-é-vis €IZ0nomic resource management.
Wwhile under the Sultan's rule formal taxa;ion of the region’s eccnonic base had
been kept to a minimum, exploitation of Moroccan resources for zxportation of
agricultural produce and repatriation of rents to France became primary
objectives of the colonial government.

Settlers’ access to land vag facilitated by the institution and
encouragement of subdivision of communal ho%dings and their szle. In add:i_iox,

|
government-owned land, communal lands and pasture were variously purchased or

appropriated and resold to European secttler farmers. Much of the best lanc in
the agriculrurally “useful” zones of Morocco -- the Chaouia. Doukkala, Gharb,
and pockets in the Souss and Ouijda -- were farmed by settlers. The area owned

by seztlers rose from about 73,000 Lectares in 1913 %o over 1,900,000 hecrarts
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in 1953, with an average of 110-170 hectares per farm. Whereas settlers
represented less than 2 peccent of the rural populaziorn in 1953, they owmed
nearly 10 percent of the cultivated land. Moroccan zarmers, on the other hand,

owned on average 17 hectares of essentially marginal land.

As early as the late 1920s these pressures on land were transliatad
inte increased dislocation of the Moroccan farming populatior with rapid

rural-urban migration and the establishment of "bidcnvilles® around Rabat and

P ——— VT

Casablanca. The sigunificance of these trends was not entirely lost on the

ProtectoiLate Government, which in 1945 sought to arrest the trend by guaranteeing
|
a minimm ~f inalienable property of 8 hectares ner farm to Movroccan farmers.

In addition to outright appropriation of productive resources, a
|

diversity of instruments was used to implement the Enuropeanization of Moroccan
i

agriculture. Most important among these was the te;tib. an agrira: tural land
tax whose incidence fell primarily on the Moroccan suLsistence agriculturalist.
Similarly, a differentiated credit system allowed E%:opeans to invest in and
expaud their share cof the agriculiural sector, while Moroccans were provided with
minima! financing. Firnally, an elaborate sys:emi of price supports and
preferential access to high-priced metropolitan markets was provided pnrincipaily
to Furopean farmers while Moroccasns tended to dispose of their production on the

lower priced domestic or fluctuaring world market.

The promotion of specific crops by the (ilonial administration was

. determined as 2 function of demsnd for agricultural imports in France. In the

early part of the Protectorate, the agricultural focus was on cer=al production,

especially soft wheat.?7  ver by the early 19305, collapsing international

27 See A. Drivuchi, “Le qéficit des céréales au Maroc,” Thése de 1112me
cycle, Université Hassan II, Rabat, 1975.
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agriculrural product prices suddenly plunged much of the colonial farming
: community deeply into debt. Formerly guaranteed markets overseas were closad;
settiers often could aot afford to harvest their crops or pay the laborers now
dependent on them. The Moroccan Wheat . .nk was cgceated in 1933 to help
facilitate wheat harvests and stabilize wheat prices.z8 The Seventh North
Afziczn Conference in 1934, involving French colonial governments in the region,
was largely occupied with questions of wheat marketing. It was agreed to develop
a system of price insuranace zdministered by paying a minimum price to farmers

before the harvest, and to give customs duty exemptions to farmers reguiring

3 them. This period saw the inauguration of a number c¢f organizations designed
sy ; . N ; c Iy
- to stabilize the domestic cereals market in favor of settler producers, namely

the Cherifien Wheat Office (02CIR). which later became the Cherifiea C=2reals
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g increased and the culrivation of sunflowers was introuuced.
!

i the end of zhe 1940s, however, that the French national standard of living was

sufficiently high to require increased imports of fruits and vegetables and it
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28 A. Barrada., “Le
faculté des sciences jurs
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29 See W. Swearingen. Moroccan Mirages: Agr
1912-1986 {(Princecton, NJ: Pri : :
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importer of sugar, mostly from rrance, throughout the Protectorate period as

French sugar producer: argued against promoting sugar production in a nearby

colonial client despite agricultural research results which suggested that sugar
! beet yields as high as 8 tons per hectars could be achieved in Morocco, as

compared with Eurcpean yields of 4-5 tcns per hectare.

PR —

Post-Independence: Dominance of Istiqlal (1956 - 1962)

- Immediately after independence, national politics were dominated by
an alliance betweer the King (as Sultan Mohammed ibn Youssef was proclaimed in

Juiy 1957} and Istiglal. The urban-based nationalists who comprised istiglal

were determined (to modernize the <country and utilize its full economic

i
|
potential. The state was to take a leading role in the country’s economic

i
dev zlopment and planning was viewed as an essential determinant of successful

alsc -upported the vision of a "Great Morocco”™ whose

P

modernizaticn. Istigia

borders would be expanded te encompass historical spheres of economic influence,

1
extending into su.-:west Algeria, the Spanish territories of northwest africa

lready by 1959, however, Istiglal was plagued by internal
dissension, which prevented it from successfully challonging the monarch’'s

authority. Its popular support diminished, partly because it showed lictle

sensitivity

o pajterns of rural politics. It prociaimed si n.ficant agrarian

re

reforms, for example, that were to liberate the countrys.de's productive

pnten* ;al. The tribal system, based on the relationshipe of local dependency

]

and clientelism which had flourished during bdboth the pre-colonial and colonial

periods, was tc be replsced Ly “ommunal organizations. Caids and pachas wi:o had

constituted the rural adnministration s Dackbone under ccolonial rule were to be

replaced by nationalist perty cadre:. The system of land tenure was to be
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recrganized so that efficient production units could form the basis of modern
techniques.

Istiglal’s plans for the rural sector beckfired, as their prcposed
reforms directly threatened the privileged position of rural notables. The urban
natioralists’ insensitivity to enduring agrarian structures in Morocco was met
by social unrest in many rural areas, as in the 1961 rebellion in the Rif
Mountains. King Bassan II, ascending to the throne upon his father’s deata in
1961, reiteratad his Govermment's support for the rural elite and many Istiglal
reform proposals were abandoned. The intrermediary roles of rurai nctables were
restored and membersicf the rural zlite were again assured positions ir the local

!

administration. Thegcommunes. initially installed by Istiglal to form the basis
cf an efficient prodiﬁc:ion system, were deiimited so as not to affect the role
of local eiites. 'fhe%v promotion of economic reform and modernization by an urban-
based technocracy ha;;d gilven way to political realities. The rural elite, in
return, became one of the Government's most important sources of support. %YThus,
as during the Protei‘ctorace period, the rural elite were relied upon as a
counterweight to urban-based oppositicn groups.

The tran;fer of political power to the Moroccans in 1956 did not
entail any major change in economic poclicy f£rom those pursued under the French
Prerecteorzte. The Mpgreoccan Govermment tried to avoid any act
result in a loss of international confidence. Domestically, the Government had
to assure French fqnners and businessmen that their ipvestments znd other
interests were safe. Consequently, Morocco retained a tight monetary and crade
relationship with France rhrough its membership in the French franc zore. The

cereals price support system put in place bv the French in the 1930s was not

changed substantially during the initial years of indspendence. Moroccan
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agricultural exports continued to benefit from protected French markets -- which
expanded substantially when France hecame a member of the Common Market --
through the preservation of duty-free guotas.

Policies such as the tertib remained in place althcugh exemption
levels were increased by one-third. An estimated 1.3 millioa hectares cultivated
by small farmers (S0 percent of crop land) avoided tax liszbility througb these
higher levels. The 5 percent proportional tax was ra2placed by a progressive
schednle ranging from 2 to 10 percent and variable by crop. Cf the cne mililion
hecrares farmed by Europeans in 1956, three-quarters were privately owned, with
the remainder known as "official” colonized lands. It was not until 1963 that
the Government announced thaé it would take - rer ali official colonial lands,
and 1966 before control of the§e 250,0C0 hectares actually passed to the Moroccan
Government. No formal procl;mation concerning privately-owned colonial lands,
beyond the fact that they vouid eventually be expropriated, was made until 1973.

Despite substantiél capital cutflows by departing settlers, Morocco’s
balance of payments remaixed‘generally statle as the ocutflows were zatched by
infiows of official bilateral assistance from the United States and France.
Furthermore, the balance of trade remained positive with expansion in the export
sector. The currency, tied o the French franc and thereby benefitting from
overdraft possibilities, remﬁined convertib.ie.
withir. tals framework of favorabie external balances, the Moroccan
Government initiated some institutional changes in its trade regime tha: wculd
lead to greater {lexibility in official policy. 1In 1957, the uniform variff of
17 percent on all imports was replaced by a range of tariffs and product
é¢ifferentiation. The objec+ives of this change were to protect domestic

irdustries, to increase revenue, and to insulate domestic markets from




Sl Bl 8

44
fluctuations in international prices. The tariffs were graduated from a maximum
of 10 perceat on raw material inputs to 20 percent for semi-finished goods and
to 35 percent for finished goods. Luxury items could be levied a 50 percent
tariff. The new svstem allowed duty rates to be changed frequeantly to reflect
differences between items deemed necessary for economic development (i.e., raw
materials and capital equipment), luxury gcods, and goods competing with domestic
infant industries. As a result cf changes in rates and the growing volume of
imporis, revenuas from duries and taxes on imports doubled between 1957 and 1563.

In 1958, Morncco moved away from its close mcnetarv rel:tionship

with France. whea rcance dewalned it% franc (FF) by 18 percent, Morocco chose
not to follew. The Moroccac franc (M%) stayed fixed vis-a-vis the dolliar (420
MF/$1) while it moved to a new par of 15&?/1.175 FF. The Moroccan franc remained
fully convertible. To avoid capital fiigh:. the Government assessed a 10 percent
tax on all capital tyansfers to other garts of the French franc zone. The second
step towards monetary autonomy came %n 1959 when the Central Bank (Banque du
Mai.c) was established and controls were further tightened on capital fiows to
franc and subsequently non-franc zonegc untries. Finally, in Octcver 13533, the
Moroccan Dirham (Dh} was established as the new unirt of currency. The Dirham,
converzible but subject to controls, was fixed against the French franc.
!

With the establishment of the Morcccan Dirham, the system of mutual

overdraft facilities with the French franc area was discontinued. This situation

i
t i

could have posed a problem for Morocce, with inadequate gold and foreign exchange
reserves at independence. However, Morocco's trade account continued to be
favorable through 1560, cffi-ial bilsteral assistance continued, and Moroccan
reserves were built to a level corresponding 0 50 percent of annual imports by

1960.
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Seeking to assert control over the main sectors of the economy with

minimal dislocation, the Government *s development efforts were channelled towards

the completion of tasic iafrastructure and the diversification cf the Moroccan

i
3
M
¥
H
B

economy through am industrialization drive. The Jovernment estabiished the
3 : foliowing cbjectives in agricultural development: deelopment of natural

resources, particulariy water resources £for irrigation; modernization and

integration of agricultuve with the overall ecoromy: higher employment levels
in the rural sector in c¢rder to reduce migration to urban centers; self-
sufficiency, particulazly in sugar and cdairy products, which acccunted for a

large share of Morocco's imports; and growth in the expert market to generate

foreign exchange earnings for Morocco's fledgling industr::l sector.

|
Stabilization/Expansicn:

1
H
;
Alliance with the Rural Sector (1963 - 1572)

Under the impetus of a new constitution in 1562 guaranteeling political
freedoms, a number of new parties were founded in the early 19360s. None,

however, was able to gaan control over national politics. Istiglal split in two,

. - . . - | . .
with its more radical faction reorganizing as the Union Nationale des Forces

Populairez (UXFP;. King Hassan iI's supporrers established the Front pour la

. Défense des Institutions Constitutionnelles (FDICS. Elections in 1963, however,

failed to confirm a majority in the Chamber cof Representatives for the FDIC.
Political repression of the opposition began to ve felt, particulu.rly after an

alleged coup attempt in July 1963.
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There were repeated efforts in the 1960s to attract the opposition

parties back into mainstream political participation. The FDIC itself split inco

two factioms, the Parti Socialiste Démocratique and the Mouvemen:r Populaire.

By mid-1965, however, the weakness of the legislature c<rumbined with popular
agitation protesting unemployment and inflation led to strikes in Casablanca and
the proclamation of a state of emergency, under which Hassan II assumed full
legislative and executive power. Elections were postponed until calm could be
restored.

From 1960 to 1965 current governm~nt expenditures rose continucusiy,
largely due to development eff rts and mili-ary hostilities in 1963 between
Algeria and Morocco over the Sahara. Current revenue, u:o‘stly derived from public
monopolies and border taxes, increased more slowly than expenditures. The
tertib, declared to be incompatible with equztabl? agrarian and fiscal
development and abolished in 1961, was replaced with a %irect vax which yielded

less than 1 percent of total government revenue. Ry 1965, the budgetary deficic

reached 787 million Dirhems or S percent of GNP (see ‘I‘abl{e i0Y. creating a fiscal

crisis.
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TABLE 10: OVEWSENT FINAMCE DATA

Arnonl
Anecnt Rate of
WMOCET DEFICIY ... Deficiz Fimancing Rate of Conguumyr
frice
YEAR (106 Oh) Oudget D ODomestic Foreipn Cash bel Expanen Inflistion
1960 WA 1.08
1961 R/A = 1.8%
1962 NJA 16% 5.08
1963 w/A s.8%
19684 NSA a 4.08
1965 ~787 = us [~ be 3 I d 3.3
1966 —A22 irs » 58 Lt = -1% -.9%
1967 -70% e = 73 345 o " -.7%
1968 ~567 178 N 55 198 o 13y .38
1969 534 ns 5% ”nx 19% 3 us 2.9%
1870 -828 148 b3 LY Sas 1% as 1.3
1871 -654 148 3 148 495 % 13% 4.2%
1872 -&30 185 L] 4% x 12 8% 2
1972 -466 ox > 1028 os - i 4.08
1974 -31431 148 4 553 13% k- 29% 15.9%
1875 -0 - 3 ] 518 ATS = 208 8.08
1976 -60%4 «2% 15% hyod 55% = pL-- 4 3.
1977 -7571 305 158 93 & 2 0% 12 58
1978 - 5640 0K 10% 45% [ ~-4% pt 3 9.7%
3T ~387¢ P i EY ook P- e .. 4%
3 -7018 29% 108 49% 568 -5% 118 L X
1982 - 10485 34% 14% ko 6% -73 16% 12 S%
182 -10434 308 128 3% > e d = 10 6%
: ~7527 o) 88 N/A N/A N/A 7% 6 1%
1984 N/A MIA N/A MA NA MiA L 12.7%
Harrra. RO OCLAN JLBLIHL A Teerelom |

Numerous events eroded Morocco's favorable baiance of payments
situatisn by 196%. Trade deficits resulted from several fact&;s: the pressures
i
of the pspulation abscrbed from the Spanish Protectorate, ambitious develiopment
programs, the severeg 1961 drought, and the military co%ts of the 1963
hostilities. Furthermore, agreements concluded in 1960 requiring the removal
of French =z -d Anerican military installations by 1963 termin;ted other sources
cf revenue. Food imports grew rapidly. Soft wheat imports, for example, doubled
in volume during ihiis period. Agricultural expor:zs, which typically accounted
for abour &5 percent of export earnings, declined a2s a result of drought in 1961
and again in 1965. The continued capital outflows afrer independence and the
.
added pressures of the drought and war led to a drop in Morocco’s net reserves
to $75 million in 1964, or coverage for less than two months of imports.
The rapid decline in foreign exchange reserves led the Government
to adopt a series of measures to curb imports and restrict wnofficial flows of

the Dirham. Tourist allovances were cut and income traasfers by foreign




technical persconel were controlled. Mor2 importantly, ail imports were

[

suspended subject to specific authorization. Later in the year a ban was placed

:

on a list of specific luxury items and goods competing with domestic industries.

o

The Dirham finally became inconvertible in 1964. Quantitative import

T AT A

restrictions were introduced the following year and, in addition, the Government

fine 4

intiuvduced selective increases in general import duties. These drastic measures

bt

brought tempora relief to Morocco’'s balance of pa nts.
b4 P ry

T

Sugar imports also acccunted for an increasing share of total imports
after independence. To offset pressures on the strained balance of payments
situation and as part of its industrialization strategy, the Moroccan Go&ernment
created a "Sugar Plan,” or import substitution scheme, involving the éomestic

j
production and processing of sugar. The first sugar refinery was constructed
in the Gharb at Sidi Slimane in 1963 to process domestic sugar beet production

s
from the same area. The National Tea and Sugar Office (ONTSj), established in
1961, took charge of distributing refined suga~, fixing prices at all lévels of
preduction by mid-1963.

At tpne end of the first Fian {135J-58%;, Morscoes's talance of éa':e::s
deficit had grown as a result of capital outflows, rapidly rising imports, and
stagnzting exports. The 1965-67 Plan zpplied 2 wide range of import substitution
and foreign exchange conservation objectives through measures aimed at
establishing seif-sufficiency in the agricultural seicor, producticn security,
and domestic processing of agricultural goods. In 1963 the Govefnmen:
implemented quantitative restrictions, increased import deposit requirements,

and implemented other import restrictions to halt the erosion of foreign exchange

reserves. As a result, imports declined in real terms between 1965 and 1967

H — —— -
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while exports grew by nearly 20 percent. Domestic inflation was controlled, and
consumer prices remained stable between 1965 and 1966.
The prospect of renewed budgetary deficits in 1965 prompted the
Government to adiusi the consumer price of sugar. Sugar prices had previously

been stabilized, and for a numrber of years the Stabilization Fund had actually

generated surcluses cn this account. As world raw sugar prices increased in

1964, however, a substantial subsidy was required to maintain the domestic
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price. During the first few months of 1364, the subsidy charge to the treasury

i

was running at an annual -ate of 120 million Dirhams, or about one-fifth of the

i
i

budget deficit. To curb this growing drain on the budger. the Governmen+ ra‘}a%
1
for the elimination of the sugar subsidy. The retail price was increased ip
several stages by a total of 85 perceat in the space of one year. Urba%
consumers and students rioted and led the Government to recli back the consume%
price somewhat. The quick cfficial rea~tion on sugar issue reflected the
Moroccan Government's sensitivity to urban consumer pressures, especially 23
concerned prices of the essentrial feoodszuffs.
With political unrest continuing well into 1968, particularly amoné

students and trade unions (both urban-based groups), limited nationalization and

land reform efforts were initiated, the latter directed toward redistributic

- 3

cf lands owned by the former colonial administration. There was a gradual recurn
to full political activity in 1969, and a national referendum on a new
1

censtirution was held in July 197C.
Through 1973, the level of imperts fluctuated, although the situaticn
was a relative improvement frcm earlier periods. The value of foodstuffs impores

generally declined as a result of good harvests. Exports rose steadil, through

1973. Despite the strong demand for imports following from ambitious plan
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targets, trade liberalization, and increased espcrt earnings, Morocco's balance

B
¥
I
1
¥

of paym:r:s remained relatively stable due zo several factors, including the
rising value of worker remittances, which rose from a net outflow of §$13.7

million to an inflow of over £.76 million in 1973.

BT RTINS

4s for agricultural development, the 1968-77 Development Plan sought

to reinvigorate the rural sector. Forty-three nercent of the Plan’s resources

g v e g e . o g

was allocated to agriculture, up from 27 percent under the previous plan pericd.
Primarv objectives included the expansion o©f large-scale irrigation, the
extension of credit tec large- and medium-scale farmers, the promotion of
Mnrocoo’s zgriculrural exporcs, the redistribution of land to pcor farmers, and
*he trainaing of sngineers and technicians. Two-thirds of the Plan's resources
for agriculturs were ailocated to the construction of dam and irrigazion
systems. As a result, irrigated perimeters expanded by nearly 18,000 hectares
per annum until 225,000 hectares were under large-scale irrigation by 1972. The
rainfed sector, characterized by traditionai: modes of production, was largely
reglected under the Plan. Orly cne-fifth, or 1.25 million hectares, of rainfed
areas received assistance under the Plan.

The Regional Agricultural Development Offices (ORMVA} were created

»

t this time as semi-autonomous administrative units. Replacing the National

Irrigation Office set up by the French colonial government, the ORMVA bec:ome

responsible for the management of the irrigation networks a.d for the provision
. of extension, input, and marketing services to farmers. The ORMVA were also
responsible in the irrigated a-e¢as for the administration of land reform.

Irrigation investments and irrigation subsidies generally benefitted industrial
crops, primarily sugar, for two principal reasons. First., these expensive

investments were directed to highly productive and valuable cash creps. Sugar
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beets were both an import substitution and an industrial crop. Secondly, the
ORMVA markcted sugar beets that had no market other chan pubiic sugar mills, and
they could thus recover service costs and input auvances by deducting them from
farmers earnings.

In the early 1970s tke Government again suffered political setbacks.
For years the support of high-ranking military officers had been relied on to
counterbalance political opposition. In return, the military, with rur.l elite
heavily vetresented therein, saw in the alliance a way to prevent the urban
elite's domination over the rural secror. However, in 1971 and 1972, two
arr mnted coups severely shook the aliiance between the Government and the
military.

In 1971 comprehensive new legislation permittgd the Moraccan
Government to regulate prices of goods and services at all stages of production,
processing, and distribution. The legislation was prompted by public pressure
rto ensure that basic foodstuffs would be available at ~“affordable” prices in
order tc maintain living standards, combat inflatiorn, control proiit margins

particularly those ¢f monopolies and quasi-monopolies), anc encourage produciion

.

or the adoption of certain technologies.

While producer prices were adjusted annually as of 1871, consumer
prices were cnanged a: longer, less regular intervals. This often had enormous
consequences £or the state treasury, as the tendency was for the real gap between
the twe Dprices te grow over time. In the interest of eguity, strategic
icy of pan-territoriai producer and consumer
price s=2tting, implying that some transportation costs were subsidized.
Similarly, nominal prices were held constant over the course of a year, implying

that storage costs were also largely paid by the Government.
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Policy regarding input prices, pubiic services, and farmers’
obligations was created on an ad hoc basis throughout the 1960s. Fammers in
irrigated areas received access to irrigation, water delivery, anc other services
free of charge until 1969. In that year, the Govermment promulgated the

Agricultural lnvestment Code (Code des Investissements Agricoles) to clarify its

role in agricultural development. The state formally took charge of
infrastructural development., agricultural research, soil management, and crop
and livestock improvements that were bDeyond tne ‘Iinanciai oOr cechnical
capabilities of the private sector." Farmers, on the other hand, were required
to contribute up t. %0 percent of the ceapirai cost of the irriga%ion network anc
to pay 2 flat minimum water charge and a variable use rate per cubic meter.
Exemptions and the fact that capital ccntriburions were fixed in current Dirhams
and not as a percentage of costs resulted in less than a 10 percent recovery of
actual costs in irrigation investments and watei services.

Fiscal balance was maintained despice the growing demand on resources

generated by the Plan. The budgetary deficiz, which stood at about 25 percent
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of government 2xpenditures or 5 percent ©

of government expenditures or 3 percent of GDP in 1971 (see Table 10 abowve).

Afsor 1973 howaver  tha Orveramen+ qwircpned from financine the deficit by
domestic borrowing to expanding its monev supply, 1ich increased between 13
and 18 percent annually during 197.-73. The wholesale price :ndex grew 45

percent between 1972 and 1974, while consumer prices rose only 24 percent over

the same three years due to increases in consumer subsidies. Under conditions

ey

of expanding production. low inflation, and trade liberaiization from 1967 to

1871, the nomina
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intained a steady 17-2C prrcent overvaluation

equilibrium value (see Table 11). Just prior to the boom in
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was overvalued by as
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phosphate prices and

economic growth, the Dirham began to appreciate until it

much as 39 percent in 1973.

TABLE 11: OFFICIAL AND EQUILIBRIUM
EXCHANGE RATES (Dh/$)
Officia!
Fxcharge Equilibrium
Rate Exchange
(€, Rate (E,)
YEAR ) Gy iigi
1960 5.08 6.93 175
1961 5.08 8.01 19%
1o £ 0K 5.97 18%
1963 5.G6 5.91 17%
1984 5.08 5.93 7%
1965 5.08 5.93 17%
1966 5.0¢ 5.97 18%
1987 £.08 5.94 175
1968 5.08 §.99 18%
1969 5.08 8.09 20%
1970 5.08 6.12 21%
1971 5.05 8.23 23%
1972 4 .60 8.01 31%
1873 $.12 5.72 39%
1974 4. 37 5.38 23X
1975 4.085 5.08 25%
19768 4.12 §.16 hs 4
1977 4.50 S.44 21%
1978 <.17 5.88 41%
1979 3.90 5.98 63%
1980 3.94 $.78 48X
1981 5.17 8.01 16%
1582 8.02 £.85 4%
1983 7.11 8.26 16%
1984 8.8 9.50 8%
Source Annex Tatle 1.6

€, represants f-yesr moving
average of eguilibrium
excharge rate.
Comparison <olumn [i1i/})

represents (E

[=3!
- By

it o
Phosphate Boom & Fiscal C: 'sis (1973 - 1981)

The mili arv coups of 1971 and 1872 called into guestion the armed
forces® loyalty tc the Government. T¢ broaden the basis of its support, attampts
were made after each threat tC appease Opposition groups. Moroccanization and
land reform effcrts were redoubled, s:vorng measures were taken against
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dissicents, and central control was reasserted over the Moroccan polity. A new
constitution was passed in 1972, which is still in force today. By 1974 a
reinvigoration of political parties took hoid, openirg a new era in Moroccan
politics.

The Moronccan economy was particularly strong during the first part
of this period. & boom in the intermational phosphate market led to a 26 percent
reaxl increase in GDP ‘rom 1873 to 1976 ,see Table 12). The budgat deficit
2 v

reached its nadir ir 1072 de. Lulgel and z percent

1
4
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of GDP. King Hassan II took advantage of this confluence of economic and

roligir=? cvrergohz 12 rally RIs Counliy azound the moOsST successiui endeavor of
his reign to date. Striking a posture of strong national unity, Moroccans

ralliel around their King in wha:t was known as "The Green March, " a p-aceful

march by some 35C.000 vnarmed civiiians into the Spanish Sahara 0 reclaim the

[ N

v

"southern provinces”™ rer Morocco, @ reaction to Upnited Nations and wWorld Court

findings ir faver of self-determination after withdrawsl of Spganish rule from

"the regicn.

However, a combination of politicel and ._conomic sressures created
ever more compromising fisce.l situat:ions for the CGoverament. The costs of
3
Morocco's prolonged war in the Saharz mounted and at the sane rime the value of
phospl.ates crashed {see Table 12;. The surge in value of phosphaie exper:s,
which had avezaged 24 percent of the total value of Moroccan exports over th

period 1986C to 1973, was shcort-lived. 1t peaxed at 55 percent in 1874 =nd 1375

and sank back to an aversge of 28 percent over the pericd 1873 1o 1984,
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TABLE 13: PHOSPHATES AS PERCENTAGE OF TC:iL EXPORTS

]
3
|
|

YALUE OF INTL
INCEX OF . ......... BEXPORTS... ...... PHOSPH
REAL GOP TOTAL PHCSPHATES 90SPH/ PRICE
YEAR (1973=100) {miliions curr Dh) TOTAL (8/tcn)
1980 57 1793 424 23.8% i3.0
<961 ) 1732 411 23.7% 13.0
1192 63 1733 436 24.7% 11.8
193 28 1963 481 23.7% 11.8
19t 4 67 2138 578 28.4% 12.8
16 es 2176 653 26.4% 14_0
198 87 2188 534 24.68% 13.0
1937 72 2148 S48 25.4% 12.0
1938 79 2278 544 23.9% 11.%
199 86 24E8 551 27.4% 1.3
1 89 2470 572 23.2% 11.0
1971 4 252¢ B8s 23.3% 11.3
1972 o7 2963 873 22.8% 11.8
e S e 2742 7 21.0% 3.3
1974 e 7440 407% 64.8% 52.8
1976 114 8238 3431 55.0% 8.0
197¢& 1268 BE79 2191 39.32% 36.8
1977 133 5380 2111 38.0% 30.7
1e7e 13e 222 203¢ 32.3% 28.¢C
1979 143 7822 2214 29.0% 30
1980 148 984S 3013 31.2% 48.7
1981 14€ 12002 3827 31.9% 49.56
1982 188 12440 3401 27.3% 42 _4 .
182 oo 14724 2932 19.9% 38.9 |
384 164 19110 4819 24.2% 38.3 :

Sources: GDP, Table 2; Exports, Table 3
Phosphates Exports, International ionetary Fund,
Internationsl Financial Statistics, 198§
Phosphate rock prices (FAS morocco), World Bank,

Commodity Price Duticok, 1986

Recalling trends hignlighted in Table 2, public sector coasumption
had risen by 1975 from an earlier average cof 12 percent of GDP to as much as 22
percent, due inter alia toc rising military costs as well as increased focd
subsidies. Exports. as much as 28 percenz of GDP in 1974 at the height of the‘v
phosphates boom sank hack tc 16-18 percent by the late 197Cs. Wizh export
earnings covering only ralf cf impcrts, the trade deficit worsened, reaching

neariy & biliion Dh in 198C with a somewhat larger deficit on the current
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relying on commercial lenders. By 1980 the disbursed portion of the ocutstanding
external debt stood at over 45 percent of GDP with a 33 percent debt service
ratio. Imports, averaging 20 percent in the 1960s, shot up to 34 percent cf GDP
from 1975 to 1984.

The resulting economic crisis provoked protectionist responses from
the Government. The liberalization programs of the previous period were severely
curtailed in favor of policies promoting domestic industry and import
substitution crops over export goods. Quantitative restrictions, which had been

in effect from 19565 throueh 166$. were reintroduced between 1978 and _981-82.

imports -- wheat, sugar, and fertillizer. The Governmment sulseguently sought o
- N .
insulate domestic markets Irom werld gprice fluctuations.  Whlle real dJomestis

and 197¢, they were increassd steadily from 1875 to 198L. Real sugar beet prices
were kept falirly constant throughoutr <the pericd O the other hand, real

By 1976-8C the real price of bread wheat flour wes only three-fourths of its
1669-7C price. Real consumer prices for sugar were on.y half of ztheir 156%

levies on iImports c¢f the same commodiries.

vi

s~a-vis political orpesiticon was a growing obligation 1o zprease the rising,
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vocal demands of dissident factions of the population. For example, in 1980
talks held with labor representctives resulted in the announcement of a 20
percent increase :in the minimum wage The wage increases, decreases in rents,
and the diminishing of certain income tax obligations of low-income families were
seen as necessary compensatory government actions in order %> counteract
potentially negative reactrions to cornsumer price increases which became necessary

in the same year as budgetary constraints became increasingly evident.

(¥n

There were no noticeable shifts during this perinod in the

Govermment's stated objJectives vis-2-vis the agricultural sector. The 1973.77

share oI resources. In the Iwo plans, the {RMVA absorbed 65-7C percent of all
DUDLIC Testuzces 2i:0CaTeC TS agricuiture. fana under irrigaticn expanded
ALDIoXkimately 24,000 hectares per annum fzom 1973 to 1977, reaching a totali of
100.CCC hectares. Under the 1978-8C Plan, which scught to complere on-going
crojects, 28,000 adcditional hectares per year were brought under irrigation.

cricing during this period. The Interministerial Pricing Zommittee menizcred
the activities of the private input Importers and distributcrs until
international fertilizer prices increased 1S7 percent in 1574, at which point
the Government intervened to protect producers from the price rise. A parastatal

“

impocrts. Furthermore, domestic prices were sontrollied through a subsidy program




R SRR
~
Jea,

58
which reimbursed producers €or the difference between real costs and
adpinistratively set reference prices. Ali margins for transport, handling,
blending, bagging, storage, and distribution were also fixed. These measures
crowded out the private sector. Although the fertilizer price regulation was
intended as = temporary measure in response to the sharp rise in world prices,
the system remained in place following the declire of prices in 1976. As demand
for fertilizers and the real cost of fertilizers increased, the subsidy burden
grew. The subsidy did fall from 95.7 million current Dh in 1973-74 to 49.4
million current Dk in 1977 as a result of falling vorld prices, but as world
vrices and demand for subsidized fertilizer continued o rise the subsidy

increased to 220.7 million current Dh in 1980-81.

fad
(]
o]
7]
rt
0
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The fertilizer subsidy covered 40-60 percent of real uni
1980-84, and the use of fertilizer increased significantly.
consumption grew by 17,000 nutrient tons ger annum. However, givea the dualism
of Morocco’'s agricultural sector, the main beneficiaries of the subsidy program
were the larger, irrigated farmers. Irrigated crops, such as sugar crops,
citrus, vegetables, and cotton, represenzed less than 10 percent of total acreage

ertilizer input in 1978-79.30

't

yet accounted for 50 percent of tctal

The Jovernment also established a national seed compaay (SCNACOS)
in 1974 and assigred to it the task of stabilizing the price and supply of
selected seecs. However, these seeds never represented a large percent of seeded

rigidities in the agricultural

[

area or budgetary outlays. The institutiona
sector were exacerbated by the National Transpcert Office, a guasi-monopoly which

set transport rates and issued authorizations £or loag-distance transport. Other

30 See World Bank. Memcrandum on Fertilizer Demand and Pricing. Report
No. 4526-MO0R, June 1983.
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distortions included investment budget subsidies to the ORMVA which financed the
development, operation, and maintenance of irrigation systems. These subsidies
amounted to rearly 1 billion Dh in the 1980s.

The agricultural sector stagnated during the late 1970s and early
1930s. The only quantitative achievements during this period were in the
production of sugar crops. Beet output grew 5-10 percent per annum while sugar
cane producticn,  ntroduced in 1973, reached 375,0CC tons by 1980. Domestic
production of cugar vrge to 60 percent of annual conswwotion in the 1980s. while

cereals fell from near self-sufficiency at independence vo 60 percent of annual

consumptica, as seen In Table 120 The docrgzor was particularly 2due to chifes
with regard to two grains: {a; the enormous increase in demand for soft wheat,

and (b) the change in status from being a net exporter of maize duriang the 1960s

to being a net importer.
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TABLE 13: SELF-SUFFICIENCY RATES FOR CEREALS AND SUGAR

Soft Hard Total
YEAR Wheat ¢t SBariey Maize Cereals Sugasr
1961 31% 104% 8% 100% 83%
i982 88% 108X 108% 114% 100%
19e3 82% 3100% 108% 122% 103% 4%
1964 54% 100% 101% 111x 3% 7%
1885 58% 100% 100% 106% 93X %
1988 25% 95X 6% 4% 9% 14%
1987 7% 100% 100% 98% 79% 173
1968 Bo%X 100% 100% 102% 9% 33%
1969 85% 100% 110% 108X 101% 30%
1970 40% 100% 103% 97x 88% 39%
1°71 49% 100% 10X 97X 90% 50%
1972 53% 100% 98% 95% SO% scx
1973 9% 100% 99% 87% 76% 42X
1974 31X 100% 98% 90X 80% 50%
1978 24% 9ex 9S% 100% 74% 52%
i87o 373 9O 100% 100% 85% 58%
1977 13% 96X 7% 69% 80% 40%
178 24% i 100% 83% 75% 57%
1879 24% 100% 99% 78% 1% 81%
1980 21% 94% 95% 70% 87% 63X
e I8 4R Y% 3% 43% 57%
1982 38% 100% 100% 63% 78% e 4
1983 25% 100% 9FX S8% 80% 84%
1924 23% 100% 93% 71% 1% 8o%

Sources: National Cereals and Puises Uffice and the Ministry
of Agriculture and Agrsrisn Reform
Notes: Caiculated as (Comestic Production)/{(Production «
Net Imports). A ratio greater than 100X indicates
count-y was net exporter. Sugar rates calculated
on the basiz of refined sugsr equivalent.

A major reason for these trends was the relative price shifts that

took place in producer prices for soft wheat, hard wheat. barley, and sugar

are cfficial producer prices in this table, while those for the other two grain
are actual market prices. Price are presentel in real Zirhams, reflecting an

adiustment for changes in the domestic non-agriculzural price index. As can te
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the sugar beet price had yer to regain its 1960s level. More important, real
consumer prices for soft wheat products decreased continuousiy over the entire
period, whereas those for hard wheat and barley preducts increased after the
1960s. Sugar prices varied, but were lower during the 1970s and 1980s than they

had been during the 1960s.

TABLE 14: REAL PREVAILING DCUESTIC PRODUCER AND CONSUMER PRICES
{Oh/ql, 196¢=:00) (a)

PRODUCER FRIFES OF: CONSUMER PRICES OF:

SOFT HARD 3 4LZY  SUGAR SOFT WHT HARD WHT BuRLEY  SUGAR

WHEAT  WHEAT BEET FLOUR FLOUR  FLOUR
YEAR e @ (= < &ooow <

1985 47.3 $5.8 30.8 83.1 83.4 58.68

19€1 48.5 59.9 38.1 81.6 88.9 88.7
1982 48.8 67.1 47 .4 78.4 98.2 84.1 i34.9
1983 45.9 51.¢ 29.4 7.8 74.0 78.1 58.2 142.5
b 48.1 £0.8 28.¢ 7.2 71.3 78.2 53.7 198.0
1965 47.4 85.5 32.8 7.6 88 8 82.4 80.8 215.7
19€8 47.9 57.0 37.2 7.2 89.5 86.2 88.7 218.1
1987 48.4 73.9 55.6 7.3 70.72 108.0 97.8 218.9
1988 48.2 88.8 45.9 7.2 8%.9 98.4 82.4 219.0
1989 40.0 39.8 19.4 8.0 58.0 60.4 39.1 1]1.9
197¢ 39.0 41.9 22.% 5.9 £8.8 83 .4 43.7 -'7.2
1971 40.9 45.0 28.3 5.7 83.7 87.7 52.9 164 .3
1972 39.8 42.5 27.3 5.6 81.7 84._2 51.4 i34.8
1873 40.3 43.5 3s.38 5.8 5%.8 85.68 80.6 131.8
1974 43.3 51.5 45.8 5.5 83.2 76.0 7.8 122.0
1978 42.4 82.3 42.9 8 8 82.0 90.9 75.9 119.3
1978 40.8 88.3 44.0 8.5 §9.7 99.2 78.1 113.2
1977 51.9 52.4 1.9 5.9 53.¢ 78.Q 59.2 $9.9
1978 48.4 81.5 45.1 8.8 49.9 90.4 80.1 93.7
1979 5.6 56.8 41.2 8.1 48.5 84.2 74.1 9.1
198C 6C.5 5§5.2 38.1 8.5 47.4 82.¢ 89.2 97.8
* 1981 58.7 64.4 44 .4 5.5 2.0 S4.4 79.1 123.%5
1982 8.7 79.3 58.8 €.3 48.4 114.8 102.0 124.8
1983 £4 Q /2 1 32 4 e.: €c.¢e 3.1 87.3% 124.C
1984 §7.0 87.8 48.8 €.6 49.2 100.2 87.8 128.9

Notes: (a) Nomina! prices deflated by non-agricuitural price index; see Arrex 17

TY

(b) O0fficiail producer price; see annex Tabie II 1

{c} Paralie: market price; ses annex Table II.!

{d} Parzi!ei macket price; see anrex Tabie II.1

(@) Official producer price; ses annex Table III.1

(f) Woighted sverage of official wholesale prices for ordinary f.our
{BOX) and deiuxe flour (20%); see snnex Tabie II.E

(g) Market price of grain plus (handling charge minus iosses) at an
assumad miliing ratio of £2X; see annex Table II.8

{(h) Seme as (f), except with milling ratio of 70%; see annex Table II.

(i) Weighted average of official wholessie prices for sugar loaf and
granuiated sugar, we:ghted according to shares in tctai

consumpticn; ses annex Tabie IX1I1.4
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As of 1980, the combiration of costly, capital-intensive investmentg,

military hostilities, growing producer and consumer subsidies, and drought and
stagnatior in the agricultural sector created a fiscal crisis for Morocco. This
had a number of significant consequences. First, the parastatals’ funding and
their ability to implement policy were seriously undermined. For example, the
stated objective of driving a wedge between consumer and producer soft wheat
prices could not be managed financially. Subsidized consumer prices consequently
began to depress prices of local grain substitutes (hard wheat and barley)
relative to imports. The combined effect of the Government's inability to defend
domestic producer prices and the overvalued Dirham shifted incentives in favor

4
|

of imported over domestically produced foodstuffs. Secondly, public and private

sector agencies developed a large net cross-indebtedness. The Government
financed these deficits througnh an expansion of the money supply. The money

supply grew by 29 percent in 1974 and by an average cf 21 percent per annum
thereafter until the end of the decade. Domestic inflation rates accelerated
significantly; both consumer and wnoiesalie price indices rose at an annual rate
of 10 percent per annum between 1573 and 1385.
much as 50 percent in the late 19/0s relative tc its egquilibrium exchange rate,
further deepening economic imbalances.

Economic Deterioration/Stabilizaticn and Structural Adjustment:

1681 rc the present

Deteriorating economic conditions arnd the 1981-85 Development Plan
marked the beginning of another period. A urought in 1981 severely reduced

foodstuffs at a time when

12
O
rH

agricultural output and necessitated larger impor:
the second o0il price shock and an appreciatving dollar had already increased

outlays for imports. Sudsidies ané the Western Szhara conflict continued to
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drain public resources. Real GDP grew at a disappointing 2.3 percert from 1982

to 1984 while real GDP per capita remained stagnant.

; The 1981-85 Plan sought to re-establish domestic and external
equilibria while promoting the social and economic development of the country.
The principal oblectives were stiii seif-sufficiency in food production, the
i promotion of exports, the development of local processing facilities, and the

reduction of regional disparities, but the Plan did mark a shifr of policy

© ey AT TR TO% AT e

towarcs a more Daianced supsecrorai approacii. 1ae snare of planned imvesimants
for small-scale irrigation and rainfed prejects was increased from less than 15
percent in the previcus plans to nearly 27 percent in tne 1%8.-83 rian. rund:ing

for large-scale irrigation, which was traditional:i:y allotted 55 to 70 percent

of public resources, declined to 47 percemt. Construction of new irrigation

: schemes was curtailed, and smphasis was plazced on the completion of exis

e
p
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o

irrigation projects commanded by existing dams. Despite the significen

(&}

4

realleocation of resources et the planning level, however, by 1985 actual
s expenditures for large-scale irrigation exveeded plan allocations, whereas
investment in rainfzd and smaill-scale irrigation agriculture was below pian

targets.

i Official price policy remained dualistic. The Govermment persisted
- in its efforts to delink domestic prices of strategic agricuitural commodic:ies

Over the 1980-84 period. producer prices were increased annualiy. Cffic:al

20-22 percent. while sugar beet prices were increased nearly 30 percent.

s

nominal increases did not reflect real prices increases, however, for the

consumer price index rose almost by SO percent over the same pericd.

ks
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The large current account deficits which registered 1.6 billion Dh
in 1980 worsened to 1.8 billion in 198L. The Government's initial response was
to resist devaluation and to increase protectionism. The prevailing view was
that the majority of Morocco's traded goods were nct responsive to price
movements and that a differentiatad wage-price policy could effect movements in
real factor prices without changes in the exchange rate. Furthermore, it was
feared that in the short-run a devaluation would worsen Morozco's balance of
payments situaticn, with an even larger debi-serwvice burden in D.rhams not being

32

immediately compensated by an increase in exports. in addizion, the Government

continued w0 borrow heavily, mostly on hard commercial terms with short

maturities. The debt service razic climbhed %o 42 percent in 1982.
3y early 1981, =the £fiscal <risis became untenable. External

.l.e., energy, grain} witile phosphate prices. whriia werg a.sc dencminmated in

szeadlily declined from $49.5Cizon in 138! tc $34.00/ton in 1985. The

T in 1980-8:L.

£
domegtic inIflation rate acceierated to 12.5 perce

5]

The Governmen:t responded te these fiscal pressures by undertaking

81. The broad r.tlines ¢f the packege were: ‘a; a cevaluatlion cf the Cirham

5- In fact, the demand for severa: of Merocce's raditional expores,
sarticularly in the agricultural sector. is probably not price-elastic bu:
depends rather on preferential rrade agreements with parctners. Thus, for
example, a devaluation will not .ncrease demand in Europe for Moroccan citrus,
which must observe EEC gquotas and tariif cegulations.
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of roughly 25 percent; (b) a corresponding reduction in the average tariff level
to achieve 25 percent effective protection on average by 1390;: (c) a cutback in
expenditures, especially through the reduction of subsidies and a freeze in
administration. to contain the deficit to 7 percent of GDP. Implementation of
the package hinged on the rescheduling of Morocco’s external debt.

The first steps in this program incliuded an increase in petroleun
prices in early 1982 Rises in the price of staple food jirems and fert:ilizer

were delayed until the 1980-81 harvest was completed. The harvest was tune worst

1

one in a decade, and the announcement in May of steep increases in the consumer

£

v

prices of sugar and flour (40 percent), ccoking oil (27.5 percent), milk

-
‘\
(V)

percent} and butter (75.2 percent) sparked intenss civil unrest. Riots erupted
in Casablanca and Quida and an estimated 600 people were killed. One we=k la:zer

the Government recuced the price increases by one-half.

prices was made in 1983. Afrer two years cof relatively stable prices, luxury
flour prices rose 33 percen:, sugar 108I pPIices L7 DEILENI, JVOUKLLE DILdes Sl
30 pexrcent, 3and Dutter Drices 64 percent. A s perloenl Indrease im the oificizl

- - e wy - ~ ~ Ve A~ N <t - ~ <

:::ode‘:a::...g ODPOSIIIOn L tne pricCe lncreasces. FLOUI, @8LD.8 Dlis, ang granu.zted

sugar ngonetheiless cContinued to tarry signlrilfant fonsunmer sursilles ine

~n Pt T oks < v e o Aiigermanme - A D TET I R T Cor*amRlo» Y5O P

Government mace Iurtnher ad usiments ¢ Consumer priles i seplemper _y@: o and
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12 percent between 1981 and 1983 while increasing exports in value and volume.
The public debt due in 1983 and 1984 was rescheduled and new loan were secured
from international agencies.32

Altkygh it is tco early to make a definirive statemer', it appears
that Morocco's economy improved as the 1980s progressed. GDP grew 4.8 percent
in 1985, whereas it grew by only 2.2 percent in 1983 and 1984. Furthermore,
2xports increased in volume, value, and diversity. Imports, however, continued
to rise, and the full price adjustments subsequent to devaluation were not passed
on to consumers. Taxation of agricultural producers eased in 1984. Tne
gove;nment‘s medium-term sectoral adjustment reform program has led to
significant changes in Morcccan government agricultural policy, reducing the bias
agaiﬁs: agricultural producers. Moreover, good rains returned, leading <o

impressive cereals harvests in 1985, 1986, and 1988.

3 cted debt service ratios for Morocc
estimated at 45.8 percent in 1983 and SCU.1 percent in 1984.
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CHAPTER YH.TE

MEASUBES OF INTERVENTIONS IN MOROCCAN AGRICULTURE

in order to assess the direct effects of government output price

interventions, prevailing domestic prcducer and consumer prices are compared to

the prices that would have reigned in the absence of government intervention.

Thasz, by dofinicicn, zre the border prices, adinered +a ~nllection center or
; ; 33

to consumption point.
The prevaliluy doiwsiil prices recelvad by Merccoam producers of

soft wheat, ‘hard wheat, barley., and sugar beets and their border price

nd eguilibrium exchange rates are deflated by

2]

equivalents 8t both official
{ndices of non-agricultural! prices ocver the 1360 tc 1984 period. The same
correction is made to the prevailing domestic prices paid by Moroccan consumers

|
of soft wheat flour, hard wheat flocur, barlev flour, and sugar. Two non-

~

ggricultural price indices are used. The first is an unadjusted deflator of the

’
34

npon-agriculzural GDP (NA).

Iy

and border prices estimated In Dirhams at the official exchange rate. The second
H

index is caLcFlated by disaggregating the non-tradable and tradable components

of the non-agricultural GDP deflator and correcting the latter for the effects

rence markets were used o
wheat, US hard red winter wheat
hzréd wheat, US duerum wheat, FOB

33 Price quotaticns from the
derive Moroccan cereals border prices:
#2, ordirary protein, FO0B US Gulf

o B o
Minneapolis; for barley, Canadian ba:ley, FOB St. Lawrence. In the case of
sugar, the borcer prices used reflect actual landed urnit values in Casablanca.
34 See annex IV for details «f the calculations.
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2f tracde and exchange rate policy (NA*). This seccnd index is used to deflate
berder prices converted into Dirhars at the :guilibrium exchange racte.
Several indicators are develcped with these prices. These measure

the drrect, indirect, and total intervenrion effects on ounpur prices, an< the

o

f£fect of direct intervention on output anc input prices. "Direct”

oritelTiln mav De . i.e.
- N — » . SN N - . > v - .
IToCule s DAY relelve more {less: andjor consumers mav pavy less [more! than
i
i
. ] Lo, ‘ s , .
non-intervention prife if the gove.amont subsifizes fraxes: a partilulac

5 e rate oI
TITUS Ile vaour
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w = gererated Svo3 mar-icozizoooz TIlvoty o Thu ZDaon I glvernIent
Ivtervention, 2§ measurel Ln DIt les Til= IooameenTl o vilue adled sxoeed
& so2vo oimoborder prives, then thne doreecn osoodnotion o aovitiov s owald o
X .o a L.» 1< PR Tote . nsurer beRhezvior
r- T Izlative Lwwels oot LTTaT T e nim TToceoTion ~roduler
i
S te likely ohd o Tmsponsive o the amtine D etiens o of v and
san L2 LAleIvent ion Loty Trote Tiow
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Tl In Door oefficial breimpg under. or overvzluoed o
Tesitlomo ot its eguilibroiom onothe alSenve LT trate DD eXJSRENge Tale polily
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interventions. An overvalued exchange rate, for instance, causes imports to

omestic currency than they would be at an equilibrium exchange

Cas

n

pae

appear chusper
rate, the resuit being to subsidize censumprion and negatively affect production.

The rate of total nominal protection is the combirned effect of direct and




TABLE 16: EFFECT OF DIRECT PRICE INTERVENTIONS

...... PRODUCER PRICE RATICS... .. feaeeee...CONSUMER PRICE RATIOS.......
Soft Hard Sugar Soft Wht Hard Wht Barley
YEAR Wheat Whest Barley Beet Flour Flour Floyr Sugar

1980 -20% ~31% -31% N/A 5% -17% -11% N/A
1961 -16% -46% -23% N/A 8% -39% -3% u/h
1962 -19% ~21% -13% N/A 1% -11% 8x 43%
1963 -11% -29% —£4% 47% X% -18% ~27% 49%
1964 -10% ~&% -49% ~-37% 3% 8% ~32% isx
1968 8% &% -41% ~-50% 1X 20% -26% 35X
1968 ~13% 3% -43% 23X -7% 18% -28% 116X
1987 -7% 18% 3% 77% ox 3% 24% 149%
19688 ~7% 1% &% 129% ox 28X 29X 169%
1969 -4% ~-11% ~49% 7% 3% % -25% 162%
1970 -12% Ve ] -41% 88% -BX 2% ~22% 136%
1971 23 = ~45% 31x 18% 23% ~-29% 101%
1972 -14% ~12% -37% -23% ox et -19% 1%
1973 -563% -62% -33% -31% -47% -38% -15% 20%
1974 -43% -49% -3 -7eT 28 iz LN B 4ry-4
. 18786 -30% -23% ~-19% -81% -24% -13% -1% -82%
1978 -21% 34% 18X -81% -15% 43% 40% -62%
1977 27X 18% ~25% -17 -3% 34% -5X% -6%
1978 15% 37% 33% 80% -12% 53% 80% isx
1979 11% 5% -8% 126% -1% 1ox pico:4 ol
1980 24% -20% -29% ~-37% : -28% -9% -12% ~25%
1981 8% 4% -14% -70% -24% by 4 ex -37%
1982 19% 48% 7% ~24% -25% &3% 39% X
1983 &% -8% ~44%X 13X -38X 4% -29X 18%
1964 -11% -1:% -16% 1 4% -43% X 3% 19%
Source: B8sset! on prevailing domestic prices {annex Tabia V.1)} and dorder prices st
the officiai: exchange rate {annex Tabie V.3} w»nc the unaciusted non-

agricuitursi price index (annex Tabie IV 1;.
Note: A positive ratio sign:ifies that the domest. c price s greater thar the border

price {producers are subsiriized, consumers taxed), whereas a2 negative ratio
sign:fies the opposite /producers arvy taxed, consumers subsid zad).

e PN - o - = ~ y— -3~ - < - o - - = - -
Tzble 1% Indicates that Zomestic groducer zZrilves were tzxeld by and
2 oy T - - W - -t o~ -3 37z - N— o - ~
sarge reilztive to border grices throough the mId-13770s3 TnlF lrmesticz sugar beet
1]
crices were subsidized Irom 1985 co 137D as pare ol the Sugar flan to promote
tmpert substisution while mominal protestion thwerozaiter Torned zoslitive for
wneats until L1SE:, Darley CIl2IelIlon remalveld negalive 0T tne bDulx of the
!
|
- e -~ Py & ~ - . = - - - Tl S P - ot el
TS Tl00 .S WES Jue MoIe UL the Ialt that LelLL Iegar Lo o .¥/ . Io restIrlct
. : g
- IS - . - At E - iA F
exzorts of barley. foroing prices to adliust Zownward Zuring Lericds of excess
o 1 - ~ - = - - - - - - - - - - - = -
sipp.¥, rather than through zny arvilve prite Intervention In the Tzarlev market
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world sugar prices rose without the parallel adjustment to domestic producer
prices of sugar, protection to sugar producers has been very positive.

Consumer soft wheat flour prices tracked iatermational prices in the

Lv)

1660s, while consumers of hard wheat flour were taxed after 1964 and consumers
of barley flour were taxed through most of the decade. Sugar consumers were

taxed until 1973, paying more than 19C percent over the border price from 1956

K
[*]
=
ot
f.

o 1971 as domestic consume: price~ remained fixed in the face of declinin

o]

consumer prices of scfr wheatr flour and sugar have shown a consistent decline

r2lacice tn insowmarinmal ~:drag Snf- wheat flour prices remained constan:t in

since 1972. Consumer prices

fcr sugar were hroadly subsidizeld Irpom 1974 o 1681 with 2 two-year hiatus in
1578-79% Taxaticon oI the cugar ronsumers reclommencel in 19582 as worlid prices

consumer prifes appear To track the demestic

nc Comparative Advantage
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las . decade. Although consumption has risen rapidly, !y about 8.5 percent ger

anrym in the last decade, its use 1is highly uneven. While sugar crops {and
high-valued export crops) use the recommended dosage, average fertilizer use on

cereals and other rainfed crops is significantly below recommended doses.

FUEAIARE R

Sugar beet prcduction., in faot, benefits from a wide range of
3 government Incentives and services. Production technologies are fairly

homogeneous, relying on selected seeds, chemical fertilizers and pesticides, and

biialih baGdiad o

1t

s

ractor mechanization. In addition, about :wo-thirds of sugar beer area is

d producers.| Irrigation investment costs are reccvered bv abour 25-30 percent

|
|
irrigated psugar DLeet. the subgsidy element of irrigaticn thus ranges from 13
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ntectare ut witn oa .e-g::ei average CJI acout g percent.
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dryisnd extension agents. Cost of production survey data nhave not yer been
collectaed iin Morocoo, meaning that estimates of the actuazl distribution or
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sufficiently robust and accurate, however, to indicate broad trends in the
incentives regime, as well as relative orders of magnitude and rankings for major
crops in Morocco.

TARE 15 NOMINAL AND SFFECTIVE PRUTECTION AND COMPARATIVE ADVANTAGE OF PRIMCIPAL CROPS

197C 1975 L58C 1984-85
WRe EPR DX Wy EPR DRC WRg EPR DRC NPRp SPW DRC
SOFT wWEAT
trad:%.ona. techs Qque ~1 -14%
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beginning in 1981-32, henefits from the devaluation do not appear to have been
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subsidized inputrs. Yet, as indicated above, the production of rainfed cereals

comprises the dulk of agricultural activity in Morocco. Effective protection

re
(S

policy thus appears to comtradict the objective of distributional eguity in the
agricnltural sector. On the other hand, effecrive rates of protection for sugar
beet and cane were a good deal highe:r than the nominal rates, wnich indicates
that the production of sugar commodities has benefitted from government input

rice Iinterventions, despite their high DRCs. The other important consumer

)
[

commodity, scoft wheat, does not receive much effective protection, even under

- - s e : . B : - .
agriiu.ture sulferel JOonSLsSIent.y I0I The eéntirie gerl.l uner sTtuly 2v, on
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average, 15 percent.

T e S ASTARGN LARCEEIFT YR T

as 30 percent.

Only after 1981 when Morocco began to devaliue

an overvalued ex<hange

divergence due to the exchange rate was at

The handicap was at its peak in 1978 tc 1980, by as much

of its structural adjustment program did the penalizatio

rate progressively decline

its lowes

the Dirkam as par:
agriculture due to
that by 1984 the

point ever (B8 percent).

TABLE 17: INDIRECT PRICE INTERVENTION
EFFICTS
Producer Consumer Prices
YEAR All Commodit:es
1980
1PBL i
1962 :
1963 :
1064 |
1985
1968 :
1967 |
15868
1069 ;
197G i
1971
1972
1573 :
1674 -14% '
187 ~-18% !
1376 ~1B%
1877 -18% :
1872 -25% i
1979 -29% :
1980 -28%
198 -.5%
182 -15%
1923 -.8%
1904 -8%
Source: Arnex ad:es v.l. anc j.b
Note Zaiculsted as

(Pa /Puad - (Par 2 (ES/ESY/Pyue))

divided >

Far 5 (EV/ES)/Pam) |

l
= preve.iing pr.ce 5f agrl Gitiral commodity
Paa = non-adiisted non-agricuiturs! GOP defiator

Pua® trsde and exchange rate poi cy-adiusted
non-zgricsitora! GDOP ceflator

z* eGuil . brica exchange rate

£° cfficia: exchange rate
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TABLE 8 EFFECT OF YOTAL PRICK INTERVENTIONS

PRODUCER PRICE RATICS
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The predominant feature of the comparison of prevailing prices to prices
whick would have prevailed in the absence of direct and indirect policy
interventions is that the indirect exchange rate effects have had an additional
disipcentive effect, as evidenced particularly from the large negative rates of
protection to grains (total intervention effect). The patterns of protection
afforded to domestic sugar producers continue to show the wolatility of

internationsal prices. Sugar producers received negative nominal protectjon in most

years except those years of sharp declines in the world prices. This surgests that
deliberate domestic price setting policy was mnot, on the whole, sufficient to
| compensate for the indirect effe.ts.

The pattern of consumer prices broadly foilows that observed with direct

intervention effects only. However, the additional effect of the overvalued Dirham
was that the cubsidization of soft wheaz flour actually begar as early as 1960,
rather than 1973 as suggested by Table i3, »because cof irdirect consumer subsidies
t due to exchange rate policy. In the case of sugar consumer prices, which shifted
‘from being taxed during the 1960s to being subs:iuvized since 1974, the additional
effect of exchange rate policy was to reduce tctal taxation in the earlier period
and increase total subsidies in the later period.

In sum, it would appear that ythe effect of tHorocco's empaasis con
. iadustrialization-led growth has been a strong penalization of agricultural
producers. The ¢ffect of direct interventinn on cereals output prices has largely
b;en negative, with the exception of the period 1977 to 1982 (though this is less
consistent in the case of barley}. The effect of indirect intervention across the
board has been to reduce total (or net) nominal rates of protection, in some
.instances (cereals) to negative rat2s when direct intervention alone seemed toc imply

positive protecticn. Thus, though Moroccc has consistently held high the objectives

!
'




of food security and seif-sufficiency, it has failed to traanslate these into
positive protection for cereals producers. Sugar beet producers have suffered from
widely fluctuating poaitive and negative nominal protection. This was due, however,
to internationsal, not domestic, market price variation. Only in the case of
effective protection have sugar producers benefitted significantly from subsidies
on input prices, despite the fact that on average the two sugar commodities, beet
and cane, do not make efficient ure of domestic resources.

Consumers of agricultural commodities, on the other hand, have benefirted
strongly from price interventions by the state. To some extent, this ties in with
the primary policy goal of industrialization by keeping Moroccan wages competitive

with those in other industrializing r-ticas.

v
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EPPECYS u™ INTERVENTIONS O% MOROCCAN AGRICULTURE

Effects on Agricultural Ourput

The effect of divergences in domestic prices from their non-

intervention levels is to reallocate resources from levels of use which would
have prevailed in the absence of intervention. The effects of price policies

on output are estimated by muitiplying actual production in year t by the short-

i

ren and lomg-vun own-price and cross-price elasticities of supply and the direct

- ——

< b |
and total price intervention effects (Tables 15 and 18), lagged by ome year.

| There are few existing estimates of supply elasticities in Morocco.

Those used here were estimated in a World Bank st-xdy.45 They derive from zn
econonetri¢ model of the grains suvbsector estimated from aggregate data. The
specificat%on is Nerlovian with a cobweb expectations model. Long-run elasticity

? 2stimates are obtained using the short-run estimates divided by (1-a), wkere a
i

is the coefficient corresponding to the lagged output in the short run modei.

log ijt = K + alogSje.y + y=) BLoBPjy 1 + cloe¥ + GlogPgy + eloghtt,:

where sjt is the output of grain j:
. ¢

Py

W is the asgricultural wage rate;

is the price of grains 1,...,m;

: by *Simulation of the Moroccsn Grain Markets; An Econometric Dynamic
‘ Model, " Annexes V and VI, in Worid Bank, Kingdom of Morocco: Agricultural Prices
and Incentives Study, Report No. 6045-MOR, May 1986 and Abel Mateus, “Towards
Structural Adiuscumen® in Moroccan Agriculture: Cereals® (World Bank, mimeo.),
April 1985 which is the background piece to the above model.




88
P¢ 1is the price index for fertilizers; ana,

MM is an index of precipitation.

The results have a high RZ and tr» Durbin-Watson statistic is close
to 2.0 for each regression. P statistics are also high for own-price elasticity
estimates and for the coefficient of the lagged output a. The res.uits indicate
that weather (s an important factor explaining cereals’ variability in Morocco.
This is a factor to be noted again when the results of the non-intervention
production levels are discussed below. VWhile fertilizer prices spresr as a
significant factor§in the short-term in the case of soft whezt, the other input
price index (wages) is not significant, perhaps due to the wide use of family
laber which is notéwell represented by the nominal daily wage. The resulting

matrix of short-run supply elasxicities, on which symmetry conditions are

imposed, is presented below.

TABLE 19: SHORT-RUN PRICE ELASTICITIES OF SUPPLY

-

........... PRICE OF: ».ovuvuwn.

Soft Hard
QUANTITY OF: Wheat Wheat Barley Sugar
Soft Wneat .69 -.08 -.05 N/A
| EHard ¥Yhest .52 ~-.10 R/A
Barley 76 N/A
Sugar .15

—————— ) - M - e e e A e e 4w v -

The signs of the elasticities are as expected, aithough the strength
of the barley own-price cissticity may be surprising. The signs of the
cross-price elasticities are also as expected, with competition most wmarked

between hard wheat and barley (~-0.10). Competition between soft wheat and barley




N L

®jin

g

L]

NI RO TN (TIR T

* RS A AT 10 g cire oy we aaem see o

89
is the wezkest of the sets of cross-price effects (-0.05), since soft wheat has
more stringent water requiremcnts than barley, which has s higher moisture stress
level. However, the absolute magnitude of cross-price effects is lower than was
anticipated.

There are no Cross-price elasticities estimates for sugar beets and
cereals. For these crops, campetition for resources would operate principally
in irrigated aress and to a lesser extent in the better rainfed areas. In fact,
if Horocts czrzzls =md engar beet are part of various four- and five-year crop
rotation patterns of sugar beet, wheat, sugar cane, forage and vegetables
Practiceo in irrigai’ i a:easg. Iz these circwestances. sugar beets and soft wheat
would be considered complements, while in other potential rotations, where soft
wheat hes a2 lead role, the t;ro crops would be considered substitutes. It is most
likely that irrigated sugag beet would be replaced by citrus and vegetables,

cotton (in the Tadla area, but not in the more humid Gb~vb) and soft wheat, maize




90
or soy beans. %

Long-run price elasticities of supply are derived from the short-run
supply specificatica through the short run eiasticity (_lg‘) and lagged outpat
coefficients (_g)-‘7 The estimates indicate sn adjustment coefficient of sbout
0.6, such thst long-term own price elasticities are estimated at 1.62 for barley,
and 1.6 and 1.24% for soft and hard wheat respectively. The long-term supply
elasticity for sigar beet is estimated at 0.37.

The incrementel outpnt which wewld have obtained in the absence of
govermment price intervention, presented in Table 20, is calculated as a functiom
Oof short- and iong-run Owi-price aad Cross-price elasticitics from Teble 10, the
degree of government intervention between prevailing domestic prices snd border
prices at the official exchange ;tate (in the case of the short-run direct
intervention effect) and at the equilibrium exchange rate (short-run and long-
run total interventiocn effects) m vear t-1, and actual output levels in year

!
t. For sugar beet only, similar calculaticns were also run to estimate short-

46 That citrus and vegetadles do not play a larger role is due to at
lesst two factors. Ome is the constraint of external demand for Moroccan
exports. The future of Moroccan (and indeed all HMediterranean tLasin)
agricultural exports to the European Economic Community (EEC), the largest market
for Moroccan horticultural exports,/ has been threatened by the expansion oi the
EEC to include Spain, Portugal, and Greece. A second factor regards domestic
market organization. Until recently, the export of Moroccan horticultural
products was the monopoly of one agency, the Export Marketing Offjice (Qffice de
Commercialisation d"Exportations, OCE). The 1956 MAZA/AIRD study iplicated that
tie wargins between CIF and ¥OB prices on the one hand, and FOB and producer
prices on the other, have increased stesdily over time, as OCE overhead has
mounted. As producers received an ever decreasing share of the CIF price, this
@aay have served to reduce outpu: from non-intervention levels. Thus, it is
mis-+ken to suppose the counterfactual that a decrease in intervention in the
s for sugar beets would automatically have led to an increase in the
P ion of exportables. '

37 Given the Rerlovien supply regression specification described above,
the long run elasticity would be (b/l-a).
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run and long-run total intervention effects based on the degree of intervention

betwecn domestic and international value-added.

gk e o e e St L e

ACTUM. QUTRST ("O00 a8y  .............. IMTERVENTION GSTPUT (8 ) .. . .oa- ...
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A aweply (Table 19)
Notes : S Incremental Mon-intervention Outet calcuieted se . (Zﬂcwul ~ Actust Outset) / (Actos! Owtewt)
- Short-ron 4irect owlowt offrcte
~ Short-run totsl outewt wfiecte :
LAT - Long-rwn  Sedel ovteet of fecta
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43

Results indicate that productioxix of all cereals would have increased
for much of the period under 2 non-interveation scenario, taking account only
of direct prics laterveznticons. Long-run o'?xtput effects parallel the short-run
changes in production, with the anticipated increases (or decreases) being
g &ccentuated in view of the larger long-nml s;xpply elasticities. Soft wheat in

particular would have witnessed an increase in production from 1960 through
1977. Production would have increased by 3-11 percent through 1973 and by 18-30

percent for the price boom period from 1974 through 1977. Sirce 1979, with

e

declining wcrld prices, production wouid have declined by as much as 19 percent.

Herd wheat output would have followed & more varizd pattern: increasing by as
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much as 21 percent through 1964 but declining marginally from 1965 through 1969.
After 1973, there would have been large swings in hard wheat production,
increasing during the 1974-75 boom years when production would have increased
by 19-25 percent if higher world prices had been passed on to producers, and
falling an average of 8 percent below actual production levels from 1977 to
1984. Barley production in this counterfactual case wculd have shown a dramatic

o increase. On average, production would have risen by about 20 to 30 percent.
It must be cautioned that in the case of all cereal crops, which are
cultivated primarily in rainfed areas, the predicted production increases would

depend on a "normal” rainfall patteru. Due to the severe droughts in 1961 and

1981 for instance, the near 30 percent increases i# barley production predicted
for 1961 snd 1981, respectively, could not have be%a realized, irrespective of
che prevailing price ratios.

Direct output effects for sugar are évaluated using the producer
price in the absence of interventions and nost on the basis of value-added. At
the prices which wouid have prevailed in the abséuce of direct interventiorn,
production would have followed the wide swings in ;Otld prices. Had producers
been exposed to international sugar prices, Morocco would have produczd sugar

at lower levels until 1973, Theresafter, a see-saw pattern emerges with a 12

- percect increase in production during the world priée boom of 1975-1977, followed

by another total decline of production with the dron in lagged world prices in

N |
1
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1978-79.48

In addition to direct price interventicms. the indirect effects due
to exchange rate interventions also affect the allocation of resources. Results
indicate that the total effect is that soft wheat production would have been
higher by nearly 10 percect thrcugh 1973 and about 25 percent higher during the
1974-77 period (short-run total effect). Output since 1978 would not have
differed greatly from current production levels, given the relatively low total
meg2%ive nrorection on the soft wheat producer price. Barley production would
have increased by an average of 25 percent over the base case, with increases

i
vl 15-3C gpercont prediceed for the 1960-67 period. Byjcontrast. hard wheat
|

output on average would have approximated current output levels, increasing by

only & percent for the 1960-84 period. i
|
+
It is perhaps tautological to state thar, given positive output-
|
price elasticities, an increase in producer prices “~o nor-intervention levels

|

i

48 actual sugar production in Morocco in fact increased despite stagnant
real sugar beet producer prices (see annex Table III.1}. | Several explanations
are offered for this phenomenon. First, the increase irn output is a function
of the rapidly increasing importance of irrigatad sugar beet production. Second
is the fact that sugar is produced exclusively within ORMVA zones and thus forms
part of an obligatory crop rotation pattern. While this pattern is not always
respected, it does give participant £farmers access to seasonal iaputs
(principally fertilizers and water; and credit. Thug, declared plantings may
differ from actual plantings. Various supply elasticiéi estimates for sugar
beets have thus cowe up with insignificant price elasticity coefficients. A 1984
study by the Fsod Strategy study group at MARA has estimated a supply function
for sugar beets for the 1965-1980 period as a function of beet prices, production
costs, rainfall and acreage. The resulting own-price elasticity estimate for
beet is 0.50. See Groupe d'Etude de la Stratégie Alimentaire, Etude de la
Strategie Alimentaire Marocaine: Analyse de la Situation Actuells et Projections,
Projet de Rapport de Synthése, Rabat, January 1984. This estimate is rather
kigher than the cutput price elasticity figure of 0.15 used in the World Bank's
Agricultural Prices and Incentives Study, although not implausible given that
beet is an annual crop. ihird is the phenomenon described in the previous
chapter, i.e. that producers aave benefitted from high effective protection to
which they may be more responsive than they are tc output price protection alone.
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would have> resuited in increases in output cver actual levels of productiom.
The question to be asked is why the Moroccan Government maintained an overvalued
Dirham, which resulted in negative price incentives and therefore reduced level
of agricultural outﬁut relative to what would have been the case had the Dirham
been set at an equilibrium rate, in the face of its professed objectives of foo
self-sufficiancy.

One part of the answer may lie in g3 misunderstanding of the seemingir
“costless” strategy of Dirham overvaluation. The dual penaliz <iom of the
agricultural sector due to negative domestic prcducer price incentives and an
increesingly overvalued Dirham intensified as the commodity boom (1?73) set in.
|
Mounting fiscal pressures also became 3 growing concern to policy makers at that
time. It will be recalled that by 1976 the budget deficit had ieapt to 42
|
percent of the budget and & full 16 percent of GDP. Imports of cereals were
artificially cheapened by the overvalued Lirham so that, when facéd with the
choice of importing to satisfy domestic demand or procuring domest}cally from
producers to whom ever increasing official neminal prices were beiJg paid. the
structure of incentives viewed at ar official exchange rate ied Horacco to raly
49

increasingly on the internatiornal market for supply.

Effects on Consumption

In order to assess the effects of pricing policies on éonsumption.

uantities consumed of cereals and sugar were derived from production and trade
q g P

-

49 The same logic should hold for sugar impcrts as well. However, these
did not change significantly cver the 25-year period. It is theorized .=t this
may reflect differences in ths structure of capital ownership between cere>ls
and sugar subsectors.
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data. Domestic grain production dats were first adjusted for seed retemtion and
losses, estimeted at 15 percent of gross productiom. Net imports (corrected for
exports) were added to derive total gross availabilities. In the absence of
relisble dats, no interammual stock adjustments were possible. These gross
availability data were subsequently couverted to flour eguivalents using the
milling reduction ratios, 2s presented in the cereals sunex. In addition, bariey
cousumption was set at 50 percent of total domestic ptodnction.so Sugar
consumptjon wiis expressed in raw sugar equivalent quantities. Domestic beet
producticn was convertedjto its sugar egquivzlent, assuming ¢ 16.5 percent sugar
content level and cortjected for an industrial sugar loss factor of 1.5

t.51 cane p:oductfion. with a net sugar content of 9 percent, was aliso

percen
included in total domestil.c production. Imports, principally in the form of raw
sugar, were added to dc.%stic production to estimate total consumption.

The last &v;ihble household consumption survey in Morocco datss
from 1971. Few gquantitative .tudijes of Moroccan consumption patterns exist.52

The Food Strategy study estimated individual demand functions for each mzjor

consvrgtion item. However, the results are not consistent and were rejected fcr

H

e This parameter iz et hest an informed guess. Even assuming the
parameter is correct for any givem year, there is little reason to expect it to
remain stable interznnuslly. In good production years, bariey is consumed ir
the form of meat. This switching between food and feed uses for barley is mosc
likely a key stabilizing feature of traditional agriculture. Insufficient
modelling of this feature is slso one of the wesknesses of the Mzteus model.

51 moroccan sugar industry norms.

52 A household budget sucvey of experditure patterns across 14,500
households was carried out by the Direction des Statistiques of the Ministry of
Planning in 1984-85, but results were not availabie in time to be used here.
The first non-governmental analysis of this new data to date is presented in
Karim Laraki, "Pood Consumption and Pood Subsidies in Morocco: Justifications
for Policy Reform” (Ph.D. thesis, Cornell University, 1988), which was published
toc late for censiderstion by this working paper.
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this study. The demand elasticitles used here were estimated with data from the
1971 survey and a pooling of zggregate time series (1959-84) ana cross-section
data expanded from the 1961 and 1971 surveys, using Stone’s Linear Expenditrre
Systea specification.53 It is specified as a log-additive utility function wita
minimum consumption levels for esch ciemodity group, set at 90 percent of
observed consumption. MNine groupr of commodities are defined: soft wheat, hard
wheat, barley, maize, sugar, fruits and vegetables, edible oils, livestock

~maf, e b Tnnn .-

producis and all other goods. Tue syjstém Idoes oot, LT

!
}
Ll
i

o o el Sl

goods in the sense that all goods sre potential substitutes.
i
|

PyeXyeD = Pi:"81 *+ Di(Cy - ju1Pi¢"8y) for i=l.....m

where P;,” = consumer price of good i, time t
xitD = demand for good i
!
8§ = "micimum subsistence® consumption levei for i, and

Cy = consumer’s expenditure in time t.

Compensated own-price elasticities indicate that soft wheat and

barley are guite elastic in fle.nnd Sugar, with few subttjitutes on the other

band, is relativeiy inelastic in demand. The derived cross-price elasticities
are ssymmetric. Furthermore, from the homogeneit; of degree cero cordition
4 \

imposed in derivation, all other goods not entering this study have been grouped

53 See World Bank, Compensatory Programs for Reducing Food Subsidies,

(2 vols.), Report Mo. 6172-MOR, April 1986.
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as the residual good category.’* The matrix of price elasticities of demand are
presented in Tsble 21. KNo long-term demand e’asticities are availsble and only

short-temm elasticities are used in this study.

TABLE 21: COMPE).SATED PRICE ELASTICITIES °F DEMAND

catersecrennnna PRICE OF: ...ccvvceccncnn.
Soft Hard

Hheat ¥Wheat Barley Sugar Other

QUARTITY OF: Flour Flour Flour Goods
Soft Whest Flour -.790 .U56 .C20 -013 .612
Hard Wheat Flour -032  -.575 .017 .011 -515
Barley Flour .042 |  .062 -.796 .015 .577
Sugar IS R 7 T+ .067 -.258 L2i7
All other .612  .437 .752 .219 -2.020

- ——— - - - - - ————— e e A W A TR e - —— -~

Source: World Bank, Coupensatory Programs for Reducing
Food Subsidies, Report No. 6172-MOR, April 1986.

The incremental consumption wb?.ch would have obtained in the absence
of government price intervention, presen::ed in Table 22, is calculated as a
function of coapensated own-price amd cro‘:ss-price elasticities from Table Zi,
the degree of goverument interventicn between prevailing domestic prices and
border prices at the official exchange rate in year t, gnd actuai corsumprion

levels in year t. 1

\

54 The indirect intervention effect (Table 17) was used to simulate the
effects on "all other goods®. This assumption introduces a bias into the
argument in so far as it assumes “all other goods® to be tradables whereas the
consumer basket contains about 50 percent in non-tradable services and goods.
An alternative hypcthesis might have employed the PHAIPHA* wedge. The tias here
on the other hsmd would suggest that ‘*all other goods® are composed of
non-agricultural goods wheress other cons:mer items clearly contaein edible vils,
meats and fish, dairy products, fruits and vegetables, and other agricultural
commodities. The first assumsption was retained for the study where it was felt
thay the bias is less marked.
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Two broad periods can be discerned. Prior t".o 1973, the consumption of soft
whea- and hard whest flour would not have jicl.ifferet'l greatly from actual
consumption levels (direct and total effacts). Barley consumption in all b=
a few of these years would have been far below actual levels, in some years by
as much as almost 30 percent. This suggests thatj Morcccan cereals trade was not
very efficient at alleviating situations of excess supply which pushed prices
below their border price equivalents during most oif the 1960s, particularly in
the case of barley. Sugar consumers were the most pensiized during this period.

A restrictive trade policy kept domestic sugar comsumer prices well above their

border price equivalents, with the result here that average sugar consumprion

nihaaf ook B o b
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would have Leen as much as 41 percent above actual consumption levzls (short-
zun total effect).

After 1973, however, the Govermment of Mcrocco began to intervene
much mors through consumer subsidy policies. It will be recalled that this
coincided with a period of extreme political irstability. At the zame time, with
phosphate exports doing well on the international msrket, the Government could
afford to undertake interventions which would appease the populace. Most
striking is the effect or consumption of scft wheat flour, which would bave been
sharply reduced in the absence of consumer subsidies. Consumption of both hard
wheat and barley flour, on the other hand, would have befn sharply higher.

Interestingly, sugar consumption in equilibritjm would have been less
than actual consumptior in only two short periods, betveen 1974 and 1977 and
again in 1980-81, wvhea the wcrld price of sugar rose. In the other years,
consumption would have risen above actual levels by a flfw percentage points.
Thus though the Government’s sugar policy has received‘a lot of unfavorable
sttention from interazational donor agencies in recent years, the aggregate effect
on the consumer side has not been to encourage signific;nt *over-consumption®
compared with non-intervention levels.

Effects on Foreign Exchange

The changes in production and consumpticn discussed above would have
resulte¢ in gains or losses of foreign exchange to Morocco. The value of the
pet surplus (deficit) of production over consumption valule,\ measured in border
pricez, is calrulated to assess the effect on net foreign exchange earnings of

the direct and indirect pricing policy interventions. Intervention has cost the

Morcccan Government both in terms of foregone production and of higher-than-

anticipated levels of consumption.

T
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Incremental cozsumption quantities, estimated in the previous
section, are comverted into their traded equivalent forms using the physical
conversion coefficients discussed in the cereals and sugsr sunexes. Incremental
demand for flour is thus expressed in grain equivalents, while sugsar productijon
and demand are expressed in raw sugar equivalents. Reasons for these
transformations are twofold. First, incremental physicai output and demand can
be thus be compared directly. Secondly, the net gains or losses can be valued
by their CIF or FOB prices. While Morocco is currently a net importer of all
of the commodities studied, the non-intervention scenarios indicate that Morocco

has the potential to become a net exdorter of l:mrley.SS Changés in net barley

|
i

production are therefore walued at FO3 prices. Changes in Lproduction an3
consumption of all cther commodities are valued at CIF prices. Téble 23 presents
the physical incremental change:z in demand and supply and their foreign exchange

vaiuve.

55 1f any compmodity showed consistently positive net (adjusted for base
case net imports) production surpluses above and beyond domestic consumption on
a 3-year moving average, Morocco was considered to bte a potential net exporter
in that commodity and FOB prices were applied. If, on the other hand, net output
gains moved about parity, or showed consistent net losses, CIF prices were used.
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TABLE 23:

YEAR

1960
1981
1962
1968
1964
1966
1968
1967
1966
1989
1870
17
1972
1973
1974
1976
197¢
1977
1978
1979
1900
1981
1962
1983
1984

TOTAL FOREICN EXCHANGE SAYINGS OR COSTS
eeos SHORT RUN.... --e..LONG RUN.....
SHARE OF SHARE OF SHARE OF SHARE OF
TOTAL TOTAL TOTAL TOTAL
EPORTS IMPORTS EXPORTS IWPORTS
] = 16% 14%
11% ] nx 203
7% & 1% 16%
4% . 4% 1% 19%
= = 17% 18X
-11% -10% -4% -4%
-12% -10% -1% -1%
-20% -18% -19% ~-18%
-14% -13% -14% -13%
5% ~4%X [~ 4%
2% = = bg-4
% = 2% as
218 20% 34x 32%
X 38% sex 67%
52% 35% T0% 47%
L] 27% -1 e
8% = % 3%
= 1% X X
1% 1% -2% -1%
17% 11X 19% i2x
22% 13% 29% 17%
(> = 12% 7%
X 3% x X
2 5% 7% 5%

Sources:

Net incrementel output (short-rua, long-
run) from Table 20, net incremealal
consumption from Table 22 sad expresesd
in grein or boet equivalents. The net
quantities are then valuved at FOB
(bariey) or CiF (other) prices.
A positive figure indicstes s net savi.ngs
of foreiga exchange would have occurred
onder 8 non~-iaterventioa scenario, while
s negative figure indicates 2 net leoss
of foreign exchsnge would have occurred.
Share Totasi Exporte = Annzal totsl net
savings/cost exprasesd as perceatage of
totsi export value
Share Total Imports = Anncs! total net
eavingsfoozt oxprosssd 33 perceatags of

totel import value

i i

Results of the calculations suggest that in the lcng-run under

equilibrium conditions Morocco would have gained foreign exchange over the entire

period. The most important savings would have been realized because of & mrjor

decline in soft wheat consumption, especially after 1973.

Long-run gains from
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non-intervention sre more important than short-term gains due to the higher
supply elasticitiee.

Effect of Interventions on Govermment Budget

The structure of Morocce®s revenue sources>® reveals the importance
of indirect tanes (turnover and consumption excise taxes) and customs duties
(duties and special import taxes) which together account for 65 percent of total
revenue (1985). The share of customs duties which are ad valorem rose over the
1970-84 period with the progressive incresases in the special import tax.
Yeanwhile, the share of receipts from sales taxes and spe~ific consumption excise
t2xes comtinved to decline. Im 1984-85, direct taxe: represented only
one-gquarter of total revenues with the remainder coming from stamp taxes, levies%
and contributions frorm government monopolies. ;

Agriculture comtributes little iIn the form of direct taxes. Untili
1983, Morocco had an sgricalturzi income tax based on assessed land produc:ivity.;
The rate ranged from 8 to 20 percent, with exempticns to iancomes below 140G0 IJI:.IE
The absolute amount collected from this tax was ninimal, however, and nover
represented more than 1 percent of total revenue. In 1977, this tax yielded 52§
million Dh from approximately 210,000 farmers with incomes in excess of 1400 Dh.
In the early 1980s under the combined effect of delays in adjustments to the
assessed land productivity and the consecutive droughts, the yield from this tax’
declined to less than 0.5 percent of total revenue. In 1584, in a popular

gesture, the tax wss suspended until the year 2003. There is also a tax on

56 For more detailead discussions of Mcrocco's tax structure see also
YWorld Bank, Morocco: Economic 2nd Social Levelopment Report, Washington,
D.C. 1951 and World Bank, Mcrocco: Industrisl Incentives sud Export Promotion.
Hashington, D.C. 198&.
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*undzvelopad 1and* at 1.5 to 2.5 perzent of assessed value, although it has not
been eaforced.

Certain imported agricualtuszl gocds and inputs are suabjected to
border taxes. Of these, sugar, edible 0ils and dairy prodacts are subject to
ad valorem customs dutles ranging from 7.2 to 22 percent in addition to the
special import tax smd & 10 percent stamp duty. Until 1582, agricultural
equipment was subject to tariffs of 6.5 percent cn tractors aand 15 percent onm
all other agricultural equipment. 1In 198:, all taxes on agricultural equipment
were sbolished. Pertilizer, seed and cereal imports are not taxed at the
border. Consuxption excise taxes zre also levied on sugar, tobacco, coffee, tea
end wine. These excise taxes were aot included in the budget analysis fince they
do not heve an effect on production incentives for sugar snd wine, and Morocco

does not produce the cther commodities.
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TABLE 2&4: o _-.®YaX~ ~ EPFECTS OF PRICING POLICIES: REVENUES
- “il2s, ceastant Dh, 1969=100)

MIIETTAIEIE RN R PO b I

- Tle20T TAXES CUSTOMS DUTIES

Apriculturaa Agricultural FROM
YEAR ncome tax Equipment AGRICULTURE
1960 N/A N/A R/A
1961 R/A N/A NiA
1962 N/A N/A N/A
1963 N/A N/A N/A
1964 N/iA N/A N/A
1965 N/A N/A K/A
1966 N/A NJ/A N/A
1567 KIA 5.1 Nja
1968 N/A 11.5 NjA
1969 N/A 11.9 N/A
1970 45.4 9.2 54.6
1971 51.1 10.6 61.7
1972 44.8 7.9 52.7
1973 35.5 9.5 45.0
1974 45.4 13.2 59.6
1975 26.4 17.6 46.0
1976 35.4 15.6 51.0
1977 30.2 22.3 52.5
i978 36.5 is.0 51.4
1979 43.0 17.7 60.7
1980 22.0 12.9 34.0
1981 22.7 12.2 34.9
1982 6.8 29.4 36.2
1983 1.8 .0 1.8
1984 .0 i) .C

Notes: N/A means data werz unavailabie,.
Agricultural income tax data from World Bank sources.
Customs duties are estimated from average tariff
rates by commodity and Office de Changes
commodity-specific import data.

The cumulative receipts irom the sector are above shown in Table 24.
Direct tax and customs duty revenu» accounted for 2.5 percent of total revenue,

declining steadily from 5 percent in 1974-75 to 2 percent im 1983-84. It can

A e T IR e IR e
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be concluded that the Government has not sought to raise revenue directly from

the sector.

Current expenditures to the sector are in the form of subsidies on

production input costs. Among the most important of the producer subsidies are
- those for irrigation network capital and recurrent ccsts, fertilizer, and credit
(see Table 25). There are major subsidies on the capital costs of jirzigation

network. As stated in the 1969 Investment Code, the Government takes charge of

i 60 percent of the investmernt costs while farmers are expected to pay the
f remainder. BHowever, due to exemptions and non-recovery of the costs, less than
20 percent of the costs are actually recovered. Water charges are also not fully

collected. 1In addition, irrigation authorities provide commercial services to

R B e s SO 4 SN % IR

farmers in their zone for which no cost recovery exists.%’ Disaggregated data

e

of these subsidies by major crop are not published. These were estimated on a

E—

o s

per hectare basis for the crops studiea in this report. Fertilizer subsidies

were instituted in the mid-1970s. By 1983, with the increased use of fertilizer

[ ——

in the country and rising worid market prices, the annual €ertilizer subsidy dill
increased to over 100 miijiom {(comnstant 1869) Dh. Agricultural credit is
provided by the CNCA at preferential rates. An interest rate differential on
short and medium/long term loans equal to 1-2 percent was considered an indirect
a subsidy to the gector. With increased use of credit, the impiicit ¢redit subsidy

reached almost 20 million {(constant 1969) Dh in 1984.

s At e

57 See World Bank, EMPA2, Agricultural Sector Adjustment Loan; Technical
Support Volume, Report No.4032-MOR, Washington, D.C. 198S.

a et Budainitho m o w i i
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TABLE 25: BUDGETARY EFFECTS OF PRICING POLICIES:
PRODUCER SUBSIDIES (million constant Dh, 1969=100)

i
{
:
i
i
¥
i
H

% ...... Irrigation...... TOTAL

B Oper/Maint Capital Agric. PRODUCER
B YSAR Fertilizer (b) o) Credit SUBSIDIES

1 e e acem e e c e e e m m e e o o o w > P S A S - . -
. 1960 .0 N/A H/A N/A NjA
R 1961 .0 N/A N/A N/A R/A
T 1962 .0 N/a R/A N/A N/A
T 1963 .0 N/A N/A -1.7 N/A

: 1064 .0 N/A N/A ~-1.3 BiA

: 1965 .0 N/A N/A -3.4 N/A

o 1966 .0 N/A N/& -3.2 N/A

! 1967 .0 N/A -194.3 -3.2 N/A
1958 .2 N/a ~232.8 -a.) N/A

11969 .0 N/A -259.0 -5.0 N/A

1970 .0 -62.8 -300.6 -5.0 ~-368.4

1971 .0 -67.3 -325.1 -8.3 -400.7

1972 .0 -71.7 -322.8 -8.2 -402.7

1973 .0 -76.8 -361.9 -7.9 -446.6

1974 -65.3 -70.4 -345.3 -6.8 -487.7

1975 -89.0 -79.1 -409.7 -7.9 -584.9

1976 -33.3 -85.5 -446 .4 -13.8 -577.0

1977 -28.7 -38.4 -401.2 -12.4 -530.7

1978 -32.9 -88.0 -422.6 -11.9 -355.4

1573 -53.9 -84.9 -412.7 -10.9 -552.4

1930 ~7.6 -98.4 -503.2 -10.6 -619.9

1981 -91.2 -103.3 -519.5 -10.2 -724.2

1982 -88.9 -124.1 -5%C.4 -16.2 ~-749.6

1983 -76.5 -128.2 -531.0 -19.5 -755.1

1984 -112.1 -134.3 -503.5 -17.5 -767.3

- - " " R = e > T L W e A A e A R AP e e

Notes: (a) N/A means data were unavailable.
. (b) Irrigaticn Operations and Maintenance (0+M) prorated on a
per hectare and not per cubic meter basis, thus is biased
against cereals.

(c) Prorated per hectare.
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Consuper food subsidies are :ncther major expenditure item in the

"
»
%
e
3
3
5
&
i
3

public budget (Tsble 26).53 %hree commodities -- sugar, cereals and edible oils

R S

-- account for the btulk of the total consumer sunsidy expenditure. The subsidy
on dairy products (zssentially milk and butter) was abolished in 1984. Sugar
consumer prices yielded revennes on a year-to-year basis until 1974. 1In 1974,
sugar, edible 0il and cereal subsidization began in earnest and increased with

growing consumption subject to wariations due to world prices. It will be noted

IR T T S R R s e

that from the total cereals subsidy bill are deducted the variable levy on

imports and the parafiscal marketing tax, with only the net treasury outlays
mentioned here. Most recently, with the decline in world wheat market prices,
the Government of Morocco actually is drawing revenue (i.e. net flow is positive)

from the import levy, though exact figures are not available.

58 They are preserted here for the purpose of comparisom only. There is
no direct evidence to suggest that agricultural produccrs either benefit directly
from or are negatively affected by them.
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TABLE 26: BUDGETARY EFFECTS OF PRICING POLICIES:
CONSUMER SUBSIDIES (miii on constent Dh, 1988=100)

TOTAL

Sugar Dalry Edible Coresls CONSINER

YEAR Products Gils (Fiour) SUSSIDIES
19680 N/A .0 .0 N/A M/A
1961 -2.7 .0 .0 -8.7 ~-9.5
1962 18.9 .C .Q -5.5 11.3
1463 -43.8 .0 2 -2.2 ~46.0
1984 ~89.6 .0 .Q -8.C -77.8
1966 31.8 .0 .Q -17.1 14.4
1968 8.7 .0 .0 -51.8 ~45.2
1987 8.4 .0 .0 -32.6 33.8
1988 48.3 .0 .0 ~24.1 24.2
128 83.1 .0 .0 ~13.§ .8
1970 24.8 2 .0 -le.2 2s.3
197t -45.2 .Q .Q 20.9 -24.3
i372 -37.7 .0 .0 -12.4 -49.0
1973 -53.7 1.7 Q0 -348.0 -397.0
1974 ~-312.6 4.8 ~179.8 -1563.5 ~641.2
197% -£32.2 -9.6 -136.2 -15€ .2 ~e32.2
1976 ~298.7 ~9.9 -36.8 ~135.3 -480.7
1977 ~180.3 -17.0 -93.0 -93.9 ~-383.4
i978 -147.3 -28.7 -102.3 -3.2 -281.6
1979 -179.9 -28.9 ~147.3 -36.0 -391.0
1930 ~214.2 ~30.8 -118.0 -186.8 -847.7
1961 -388.4 -43.1 -104.5 -268.8 -782.6
1982 -144.8 -82.9 -86.1 ~-396.0 -£35.8
1983 -98.9 -3%.8 ~-96.8 -319.7 -5£3.9
1984 -93.8 .0 -272.2 -438.7 -802.6

Notes: M/A msans dats were unavaiisbie.
subsidies 2re presented net of variable import levy
snd merketing tax.

Budgetary data indicate that over the entire period im question,
experditures to agricuiture in the form of recurrent costs and producer subsidies
far exceeded revenues derived from the sector. In fact, sgricultural revenues
ar a ratio of expenditures paid to agriculture declined dramatically over the
2S-year period.59 Explicit net expenditures represented 10-13 percent of
agricultural GD?, 8 percent of total government revenue, and a significant

proportion of the budget deficit from 1970 to 1%84, as presented below.

59  Throughout the 1981-84 pericd, for instance, fertilizer subsidies to
producers alone exceeded all tax receipts from agriculture.
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TARLE 27: SMEARY BUDCETARY EFFECTS OF PRICDSG POLICTES
(wiliion cosstant Dh, 1966x100)

MET . ....%ET REVORES AS SHARE OF .. ..

TOTAL SCYERES TOTAL REVEMJES Total Totei
FROM PROD'XER FROl Agricultura! Govermasnt Budpst

YEaR AMRICATURE SUBSIDIES AGRICATURE - 4 Revenwss Deficit
1900 /A N/ /R /A ns2 "I
1381 /A "n/A %/A "/ 9% M7A
1572 /A /A /A WA 77 L ¥/
190 N/A /A N/A a/a /A n/A
1964 /A WA M/A /A /A /A
1986 /A WA L.7{ 1 /A MIA L F/Y
1088 ®%/A /A /A WA "/A /A
1987 u/A N/a /A WA %/A w/A
1968 "/A /A /A /A WA u/A
1989 WA n/A /A WA 7 2
1970 $4.8 -388.4 -313.8 -85 ] -5
2971 61.7 -300.7 -339.9 -5 ] 5%
172 2.7 ~402.7 ~349.9 - % -42%
1873 46.0 ~446.8 -401.8 -5 -5 -102%
1574 9.6 -~48?.7 -4z8.1 - -7% ~44%
1978 46.90 -584.6 -£38.9 -12% -a% -28%
1978 $1.0 -677.0 -528.0 ~-10% ] -12%
1977 62.8 -$30.7 -478.2 -10% -7% ~-11%
1978 $1.4 -656.4 -804.0 -9% L] ~17%
1979 80.7 -552.4 ~491.8 -9% -8% -17%
1900 34.9 -819.9 -6886.9 -10% -7% -15%
1981 4.9 -724.2 -£689.3 -16% 5% ~18%
17282 8.2 -749.6 -713.4 -22% -85 -18%
1963 1.8 ~766.1 -763.3 -13% ~8% -27%
1984 .0 -7€7.3 -787.3 -12% N/A /A

Sources: Tekem from Tabies 24 sad 28.

Note: M/A mesas data were unsveilasble.
A positive figure roflects revenue gomersted by the Governmeat f.om the
wector, wherees » negetive figure re’lects expenditures me.. in fsvor of
tho sectoer.

Transfer ¢f Resources between Agriculture and the Rest of the Ecomomy

In addition to explicit transfers in the form of investment and
current expeaditures that can be traced in the public accounts, an estimate was
made of the hidden transfers resulting from production biases of the price
intervention effects and is presented in Table 28.

Since 1960, Morocco has pursued 2 series of broad development plans
wvhich give the general orientation and orders = magnitudes of plannmed public

investments. As with many countries however, each plan is implemented by a
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series of snunal capital investment (budget d’.iquipement) and current expenditure

budgets (budget de fonctionnement) which revise and update the plan docrment.

The amual budger is voted each year by the psrlisment in a Loi de Finance.

Planned allocation of funds ¢crédirs ouverts) are disbursed according to

expenditure programs (programme d°emploi) prepared by each administrative

service. The actual disbursement of funds against the allocated smounts (crédit

d'engugement and then fmission effective) follows control =nd spproval of the

expenditure. PRubliz szpenditure data thus needs to be Interpreted with great
care as the pianned and actual allocations can differ significsntly from ezch
othz2r fram year to year.

The investment budger includes tke capital investment and equipment
costs of the irrigsted perimeters. In addition. tertiary rural roads which are
used exclusively by the agricultural sector are included in investmeat
expenditures. The latter, however, do not account for important transfers to
the sector. The recurrent expenditure budget to Agriculture snd its annex
services covers primarily staff salaries and operating expenses (supplies,
comsunicacions, fuel, etc.). Irrigation coperations and maintenance subsidies
are also included in this line item. In the last 15 y=ars, recurrent
expenditures to agriculture have deen fairly stable, re.resenting between 5 and
7 percent of total recuzrent exrenditures. Other important expenditures to the
agricultural sector are the fertilizer and credit subsidies. The former is paid
directly to the fertilizer parestatal FERTIMA against the nationsl phosphate
company’s payments to the treasury, snd does not appear on the Stabilizatior Fund

accounts.
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YARLE 26: TRNGVERE 3 AECGACES BEVIEN AORICU TURE MO THE REST OF THE DMWY
(2% Hliune cumutned O, FOUHID) (n)
.. TSI B OF AWGOL TURE. . | MEY TRMFERS LN OF
TOIA. O Y PPLICET ™M ... PE.. . ....
TRANrTNS TANGPERS TR TRAPERS
" Ay o N oF T o prepartion of :
g 8 AQRIC 23 amac g; TOTAL.  Tetel Agric
i {6)adeln [ 5 0 «r r
b e
1983 -30%..4 K- .3 -3 -2 o o
b 3 -208.7 K.J 441.¢ 441.9 188.2 - ] ]
2008 -384.3 K 3 225 2.5 .1 = [_ 3
b e -3.7 0 -.e <7.9 S o =
908 —~455.6 K- .8 8.8 -8 o -
1988 -32.8 K-J 0.3 21D.2 5.4 -1 el
987 —07.9 E 4 [.&) .2 509 -% -8
1908 -5 K- .0 1588 ~180.4 -5 -8
1999 -~341.8 K- 206_¢ 8.9 ».3 o b 3
i -300.3 548 5. 8 B0 .4 an.1 or =
o —x9.9 Q.7 [ D] 7.5 a7 4 = oS
1972 -91.8 8.7 7882 [ L X 7.2 = b -]
1973 -49%_1 45.0 L900_4 1345.4 ame .2 o 20K
1974 ~580_2 5o 100 1 1388 .5 1690y ' - et
e 4705 8.0 ”"n?. ¢ .5 xNS.0 . 3 75
197 -803.0 3.0 3748 <5 3 ~3TT.4 -5 -5
1977 -451.3 s 17,8 1%.3 ~742.0 - -33%
e -NS.& .4 &i.e 3.3 -85 .5 ~25 -1:8
19re ~aé .2 ®.7 489 o9.5 ~328.7 -1% -5
b od ~757.1 » 0 .5 9.5 2.4 b: 3 &
191 ~o08 .8 .4 2.2 7.1 -566.7 -8 ~148
teay ~rme 2 Bpde 1 -i2.8 -1%3.8 - -5
1983 -139G.1 1.8 206.2 T2 ~748.3% -5 -138
1904 ~998.2 K- .2 z7re.2 -2z - -2
Notas: (.)A'o-atun'.m-d-m-uxuwuﬁnva-to'&omﬁﬂoa

fnmd.ﬂ-smﬁ sernafor to the sector.
G) chlsdu srnpccaa opitat miecdieon, irri oparscion snd meintecence
auvbaidies, '-rt-.ry reads, recucent expand in e sgricultece! anctor,
and Sobr” preduce- subeidion.
?‘ From T-Mo PO
'l.hcct' wwronafers are changse ia the producer aurpive, calculsted frem Tobtle
(ovtovs. d"oeh). and pacex 7.5!- Y.l ond V.6 {p-oveiling domsetic prices
sad toke’ ~on-imiorvastion prices st oewilibriwe sschenge rota). See wnes
Table ¥.14 for deriretion.

ﬁ

Table 28 indjcates that froa 1969 through 1275 when world commodity
prices were high and domestic subsidies were iow, resources were extracted fr =
the agriculcural sector. Until 1974, these represented as much as 4 perceant of
total GDP and 21 percent of agricultural GDP. The source of the bulk of this
resource transfer came from iosses in producer surplus resultirg from the fact
that the incresses in world prices were not transmiited to domestic producers.
After 1974, when domestic input subsidization began on a large scale in response
to the xorldé price rise, this trend was reversed with incressing transfexs going
to the sector by 1976. The transfers to the sector amounted 1o on average 3
percent of total GDP and about 16 percent of agricuitural Gi'P. These trausfers

to the agricultural sector have been particulazrly important since 1931.
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Biss in Government Investment and Expenditures

Estimates were also made to assess whether the share of public sector
jovestments and recurrent expenditures made by the Covernment on behalf of the
agriculcrural sector have reflected the contribution of the sector to total GDP.
Agricultural GDP was corracted for sll direct and indirect price interventions
in order to derive what agricultzral GDP would have been in the absence of
intervention. The share of investments made on tehalf of agriculture from 1970
to 1984 was coapared with the share of non-intervention agricuitural GDP relative
to total GDP. when this government investment bias ratioc (GIB) equals 1.00, no
discernable biag in investment patterns is indicated, wvhereas wher the ratio is
greater than 1.00, a positive vias in favor of agriculture is shewn and vice-
versa. The share of recurrent expenditures going to agriculture can be evaluated
in the same way. The results of thesz estimates are presented ip Table 79 and
the accompanying graph on the following pages.

The figures indicate that there was s stesady decline in the share
of Moroccan public investment programs going to sagriculture <hrouphkout the
1%70s. ¥hile the government investmcnt bias ratic was 1.0 to 1.4 from 1970 to
197Z, suggesting tbiat agricul* :re benefitted from a larger than expected skare
of public irvestment resources, by 1980 the ratic was 0.68. Howcever, as
Morocco's stabilization and sectorz]l adjustment procgrems got underway, the
negsative investment bias had lessened, with GIB ratius of .9 in 1984. This was
due to reductions in <%otal invesztment, however, rather than incresses in
allocations to the agricultural secto.. In fact, investments in agriculture were
held fixed from 1982 to 198&.

On the other hand, theie is a distinct rising trend over the

fourteen-year period in the zhesre of recurrent expenditures to agriculture
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relative to total expenditures (see Table 29). Between 1976 and 1984, the
governmeat expenditure biss (GEB) increzsed steadily, from 0.20 to 0.37 in the
early 1970s to 0.7 just ten years later. This irs the direct result of increases

in irrigstion operation/ msintensnce, fer:ilizer, snd credit subsidies.

O . . s, o bk b . == ==
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Graph Table 29
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IMPLICATIONS OF INTERVENTIONS FOR STABILITY AND CROWTS

IN TAE AGRICULYTURAL SECTOR

The newly independent M~roccan Government inherited a dualistic
society in which both urban and rural elites were well organized, each with
special interests to appesse if the Government was to remain in power. At the
same time the Government of Morocco slszo inherited a duslistic agricultural
sector in wkich diffe;ent benefits were accorded to various interests in the
rainfed and irrigated subsectors. VWhile the Govermment has been relatively
successful in overcoming obstacles in the political areas, it has not been as
skillful in overcoming the dualist structure of the Moroccan sgricultural sector
and raising its preductivity.

This final chapter first examines Morocco’s record in achieving its
objectives of stability of producer pzices and consuxmption gquantities. It then
evaluates the implications for growth in the agricultural sector of umanticipated
policy effects, inter alia the limited effectiveness of producer subsidies in
the face of negative total price incentives and the changing patterns of consumer
demand as a result of consumer subsidy policies on producer inceniives-

Stability in the Agricultural Sector

Price Stability

Domestic and border price series were compared in order to evaluate
the degree to which Moroccan policy makers have or have not effectively
stabilized domestic producer and consumer prices vis-a-wvis prices on the
international markets. Three series of producer and consumer prices are

compared: 1) the ratic of the prevailing domestic producer and contumer prices

Busalid _Dodows b o aemas ol
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to the unadjusted ncn-agricultural GDP Zeflatcr (Pp/Py, and Pp/Py,, taken from
annex Ysble V.1), 2) the ratio of the dorder producer and consume - prices
coaverted into Dirhams at the official exchsnge rate to the unadjusted non-
sgricultural GDP deflator (P’'p/Py, and P'c/Py,, from sunex Table V.3), and 3)
the ratio of the border producer and consumer prices converted into Dirhams at
the equilibrium exchange rate to the trade and foreign exchange policy-adjusted
non-agricultural GiP deflator (P'p(E*/E,)/Pyy* mnd P*c(E*/E,)/Py,*, from annex
table v.6).5°

Table 30 sunmarizes variances and Z stacisticz for eight commodities
(soft wheat, hard wheat, barley, and sugar beet for producerg; soft wheat flour,
hard wheat flour, barley fiour, and white sugar for consumers). Anslysis of
price wvariability over the entire study period may produce somewhat biased
measures, given the surge in international prices during the commodity boom
period (1973 to 1975). When the twenty-five year period is divided into pre-
commodity boom (1960 teo 1972) and post-commodity boom (1976 to 1984) periods,

a sharp distinction in patterns of consumer price variability is noted.

ee Two measures of stability were calculated. The variance of the price
series is a measure of the average distance of yearly price observations from
the mearn price observed. An alternative messure is the 7 statistic which is a
messure of the voiatility of price changes from one year to the next, over time.
Por any pcice vaviable P, Z is calculated as

R

for the sum of t, from (ty + 1) tkrough (ty + N), where ty equals the starting
year of the sample period and N equals the number of observations.
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Graphs Table 30 - Soft Wheat
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Graphs Table 30 - Barley
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‘Ia the pre-boom period (1960 to 1972), th~ prevailing consuser price
series for soft wheat flour, barley flour, and white sugar are somevhat more
variable than their border price series (domestic price wvariances are grester
tharn internaticnal price variances), converted into Dirhsw=s at both the official
and equilibrimm exchange rates. Producer prices during the early period, on the
other hand, were more variable on the interrational market tian on the domestic
market, except in the case of barley. This is somewhat surprieing given that
export bans were not in effect until after 1970. One would expect the use of
trade policy from 1960 to 1970 tc result in Rore stable domestic producer prices.

The observations in the pre-boom period are in sharp contzrast to
those from the post-boom period (1976 to 1984), when greater stability of both
domestic producer and consumer prices with respect to international prices was
achieved. Thus }srocco can be said to have achieved its objective of domestic
price stability in the face of instable international commodity markets since
the commodity boom of the early 1570s.

Output and Consumption Stability

in addition to minimizing the transmission to the damestic economy
of exogenous price instability, the Govermmeni of Morocco also scught to mitigate
the effects of domastic output 'va'riability on the quantities of key commcdities
available to consumers. This can be achieved either indirectly through the use
of trade policy or directly th:ough domestic price policy. For example, in the
case of a domestic production shortfall, Moroccan policy makers may choose 1)
to increase imports in order tc maintain domestic consumer price stability, 2)

to allow the domestic price t~ rise, or 3) to introduce scme form of rationing
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to allocste scarce tupply.‘l Consumers, of course, have other recourses than
simply to putchase commodity X at a higher price. If substitutes exist,
consumers can switch to other goods. In Morocco substitutions are regularly made
betrreen hard and soft wheat flcurs and, to a lesser szxtent, hard wheat and barley
flours. However, ~hapter & indicates that cross-price demand elasticities among
cereal flours in Morocco range from only 0.02 to 0.06 percent. For refined
sugar, there is no other commercially available substitate.

It shocld also be noted that an emphasis on domestic consumer price
stability will not necessarily benefit producers. In fact, unless the government
can effectively delirk domestic producer and consumer grain markets, the effect
cf consumer price mznagement may well be a decrease in producer welfare. For
exarple, in order to maintain low prices for consumers. an increase in imports
in response to 8 domestic production shortfall may decreare producer prices snd
thus have a negative effect on total producer income.

Output per capita (Qp/l), consumption per capita (Qg/L), and the
prevailing domestic consumer p;ice ratio, F./Pya. re compared in order to
assess the degree to which consumption statility was achieved by policy
interventjon in spite of output variability. Analysis of correlation
coefficients, presented in Table 32, measures the degree toc which 1) output and
consumption per capita, snd 2) consumption per Capita and the prevailing domestic

consumer price ratio, tracked each cther.

51 However, unless the parallel consumer market ccmprises s minor
percentag2 of total transactions (which is not the case in tle Moroccan grain
market. a2xcept for soft wheat flour), a rationing policy vill not prevent
consumer prices on the parallel market from rising even if the stated policy is
tc maintain stability in the official market price of the rationed commodity to

consumers.




Am@ AN oy
33” C L 2] wan
1.. 2‘7 J!?.

HANNNN EEE ~
uCJ 335 ~

mm YPARRLYRINANENBIRERNAL

AAKNARRARASNRRRNRSRERH

mm PRERUNAY~UBONERHANANE S

m .'.T!JJCI.51‘1710“71!

R e T P LTI 1)

nee| sen| wie

gy [erasasmananceaeassanyer 3 Nd | gy

qme | el ey

e KRN OANRG B RRNR 3ad ﬂn mnm

domeel:C SONGURRT §7iCEE. 89 DEAGS

lon S and 7)., conmmption secies (Toble 22), ond

| ;
m m }
.i“ ‘q0e k1] w
g8 |ridarenaaRanaasaTeneng| | ) o ~ M;
Vg | s W
” S wenl el nee e
: ltl:COJl0031J24412¢c:sCo wmn mwm 158 §-
{ELRPTET T PR R PRI i ol
wreeuoounAREUnOEBNRRAN RN 1% i
m B e T L e L LT T N N “m.wm
| 2| venseseeensveneansoanar | ) VAR 18 i3
: _ m BROENMAANAN APV BN YR T ANBOOS zﬂz "‘w.”.‘ w.wm . mm
o +8 |dantassinanaseeryigznsey gl
d &nﬁm BN AROANBERONL =N NE N A Mw W#
i MELEEOEE LR oY EEELELET D S S ﬁn.mw
m Lt T e b
§ PR R LN 1| ) g P
8|8 Gaspaainanes | o) bl bl )
ECIE L I R

LR M e i . e . . . C e b meha s des i ke e ot e




‘I’
-

Grsphs Tsble 31 - Soft Wheat
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Graphs Table 31 - Hard Wheat
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Craphs Table 31 - Barley
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Graphs Tsble 31 - Sugar
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TABLE 32: CORRELATION ANALYSIS OF PER CAPITA PRODUCTION,
COEPSUMPTION, AND IMPURTS AND PREVAILING DOMESTIC
CONSUMER PRICES

HARD SOFT TOTAL

X : Y WHEAT  WHEAT  WHEAT BARLEY  SUGAR
Qs/L s @Il .e95 -z .0z6 .98z  .702
s/L = QqfL -.758
Qp/i : Pc/Pg, -.172 - 72 -.086  -.651

’ Notes: Qg/L = quantity supplied per capita
) Qp/L = quantity demanded per capita

~ _IT w rvantiow Imrartrod movr cremnits
eol TEPILZ

e R s ae e ) i -

Pe/?xa = prevailing domestic consumer price ratio

AR X et wwv’pwxw‘fm\’m‘ T
. . "

‘;
Analysis of correlation cocefficients indicates slmost perfect
; positive correlation between ocutput and consn%nption per capita of hard wheat and
barley. This is not scurprising given the ninml ro'e which trade policy has
played with regard to demand managemen: of these two crops. Sugar per capita
production and consumption pattarns are souf:evhat less positively correlated,

resulting from the fact that the production, series virtually starts frem zero

oy WRTTRTIT T

at the beginning of the period, while imporﬁs {(and thus total availability for
consumption) existed from the beginniug of the period. 1Ia the case of soft

wheat, however, there is a weak negative correlation between the two quantity
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series.$2 n years of prcduction decline, consumption has actually increased.
This indicates that soft wkeat trzad: policy has not been managed with consumption
expansion, rsther than stability, in mind. Thus, while not articulated as a
specific strategy of Moroccan policy making, it swould appear that managemert of
demand via consumption stability (sugar, hard wheat, barley) or even expanusion
(soft wheat) has been achieved by the Moroccan Government.

The rise in soft wheat consumption is explajned by the fact that policy
makers in torocco “ave attempted not to =xpend per capita soft vheat consumption
per sc but rather to replzce soft -vheat for hard wheat consumption. As explained
earlier, soft wheat is cheaper on the interaationszl :;z:'zst and ¥ Iate has been
available to lforocco at extremely favorable prices iﬁundet concessional trade
arrangements with France and particularly with the anited States. Thus, it may

i

be more informative to consider output and consumption of hard and soft wheat

together. Combined figures indicate a steady increzse in per capita wheat
consumption over the entire study period of 1.7 percjent: per year, while total
wteat production s;ulgx'mte«d.63

The sign of the correlation coefficients between quantity consumed per

capita and the real domestic consumer price is negative, as expected. Also as

)

62 In order to test the possibility that import policy may be implemented
with a lag, a correlation ccefficient was 2lso estimated between production per
capita in time t and consumption per capita in time t+1. The hypothesis is that
the .ntroduction of a one-year lag in the consumption per capita series would
correct thke negative correlation between production and consumption. The
coefficient thus re-estimated is -.218, or still negative and oniy slightly less
than the original coefficieat of -.231.

63  In 1985 and 1986 record cereals harveste were achieved at levels which
were 36 and 98 percent, respectively for each year, sbove their average level
from 1961 to 1984. It is too early to say to wh.t extent the adundant rains and
the increasingly positive producer pricing polic  eavironment each coantributed
to “hese results.
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expected, the relscionship is particulsrly strong for soft wheat (-.724) and
sugar (- 651), the two commodities in whose consumer pricing the government most
actively intervenes.

Growth in the Agricultural Sector

Despite the articulstion of a number of pro-agricultural sector policy
obje<tives and the fact that producer prices, particularly since the mid-1970s,
have been quite stable relative to prices or international markets, the
agricaltural sector in general and the cereals and sugar subsectors in particular
have not performed well.

All measures of agricultural sector prosperity in iicrocco turn a corner

|
during the 1973 to 1975 period. As will be recalled z.'ronk chapter 2, three
factors stand out as catalysts. First, there were the attergpted coups d’etat
|
of 1971 and 1972, which threatened the viability of the Gogretnment. Certain
groups in Moroccan society, particularly urban workers, univer;isity students, and
tke opposition political parties instituted to represent them.i grew in:veasingly
vocal in their demands for new entitlements.®* second, t!he phosphate boom
occurred almost immediately thereafter in 1973, providing a‘ new injection of
public financial =zesources. Third, external sources of}financing became
increasingly available from an international banking community flooded with
petrodollars and seexing cr>dit-worthy nations. such as tlhe vhosphate-rich

Morocco, to whom to recycle its liquidity. The combination of rising demand for

public investment and expenditure programs and newly available sources of funding

64 See A. X. Sen, Poverty and Famines: #a Essay on Entitlement and
Deprivation (Oxford: Oxford University Press, 138i), for his discussion of the
various means through which an individual can cremmand the right to food.

[SCIN R
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led to the insuguration of subsidies to consumers of strategic agricultural
commodities. amoog which were soft wheat flour and granulated sugar.

The Emergence of Unanticipated Effects

Yet, as has been seen, the unanticipated eccnomic effect of the
politicaily-motivated consumer subsidy policy has been to raise demand for
ssbsidized commodities beyond domestic production levels. Increased agricultural
imports have been the result, and an increasingly overvalued official exchange
rate was maintained to t=lp *pay®" for them (Table 17).65 Also, Morocco’s dett

burden escalated rapidly, both overalil and in terms of its composition in €favor

'L
'

65 The allocation of ever greater resources to a program of consumer
subsidies can result in the demsnd for imported food growing increasingly
inelastic over time, as the affected commodities comprise an increasingly
important share of the total household food till. Thus, in %ime & reduction in
sybsidies, particularly for key agricultural commodities, wili have a limited
effect on the food import bill. For a discussion of a similar case in Egypt,
s.e Grant Scobie, Food Subsidies in Egypt: Their Impact on Foreign Exchange and
Trade, Research Report No. 40 (Washington: International Food Policy Research
Institute, 1%83).
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of foreign creditora.®® In sm effort to stem the tide of rising izports, »
program of impruved producer incentives had to be insgtituted to try >0 induce
incressed domestic outrut. Yet that hss not been forthcoming. Why?

Rezsone for the poor performance uf key agricultural commodities (soft
wheat, sugar} in spite of positive producer incentives in the post-phcsphate boom
aze several. While sggregate transfers may have been in favor of the secﬁor,
these input subsidiss only benefitted a subse: of producers. Total output price

interventions, affecting all producers, were negative, on the other hand, for

66 Morocuo's total outstanding debt irnc.eased five-fold from 1974 to
1983, measured in constant Dirhams. In 1974 the debt burden was split 60-40 |
between fcreign end domestic creditors; by 1983, those shares had become 80-20. ‘
Over that period, the composition of debt ocutstending among foreign creditors
shifted as follows:

Internalional

Development Foreign Foreign Bank Supp.ier Other
Year Institutions Goverrments Loans/Advances Credits é‘o:eign
197& §.91 86.42 2.32 2.72 . 1.32
1975 8.82 82.01 .72 1.52 ‘ .07
1976 6.42 59.62 30.52 1.02 S 2.41
1977 6.97 55.42 26.51 4.34 7.Cs
1978 8.82 51.612 317.02 3 82 S.82
1878 9.7 48.4617 32.22 3.22 6.53
1980 £.62 55.32 23.621 1.12 §.42
1981 5.5 59.82 22.12 62 "1 0z
1982 10.82 60.32 27.82 1.02 4
1683 12 .52 54.42 28.5% 62 3.62

- - " - - T Y - S . e TR L e o R e = i = A = R e m e = = -

The importance of foreign bank loans and advances rose from an insignificant
proportion in 1973 to accovnt for nearly one-third of the total foreigu debt
portfolio. The share of financing originarting from international developmont
instituticns rose as well, but by a much smaller amount.
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most of the post-boom period. Purthermore, climate vemains a key wvariable
regulating output levels, despite investments in 1rtigation.67

There is also some indication that producer incentives have not been
designed to maks the most efficient use of government resources. Certain
commodities and production techmigues have been supported which were not in line
with Moroccan agricultural cosparative advantage. For example, it would sppear
from s comparizon of soft wheat and hard wheat domestic resource coefficients
that Morocco has no demonstrated comparative advantage in the production of the
former. Yet the official producer pricing system only guarantees zn official
purchaze price for soft wheat. Comparative advantage in sugar beet production
in Morocco is penslized by inafficient milling and refiring costs which results
in domestic resource cost coefficients for sugar which are greater than 1.CO0.

Perhaps most importantly, though consumer and producer markets are usually
thought of as distinct, most governments, and Morocco is no exception, cannot
afford the resources to adequately sever the two. In the absence cof total market
separaticn, subsidies to consumers can have 2 negative effect on producer price
incentives. 1In Morocco, the comsumer subsidy oo scfrt wheat £lour may increase
demand for soft wheat and at the same time reduce demand for its more expensive
substitute, hard wheat, at least among urban consumers. The reduction in demanu
for hard <heat may result in a lower parallel market producer price, which the

finencially strapped cereals marketing office may no lorger be able to defend. 58

67 See World Bank, "Sirmmlation of the Moroccan Grain Markets: An
Econometric Dynamic Model,® in Azricultural Prices and Incentives Study.

68  this has received little attention im iforocco. The aggregate parallel
market price data presented in this paper are generaily above the official prix
de soutien. A more disaggregated analysis by producing region would be required
to test this hypothesis.
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This in turn would have a depressive effect on hard whear production which would
serve to exacerbate the problem of inadequate cereals supply and push up further
the cecreals import bill.

Thus, while unanticipated by the Moroccan Govermment in the =id-1970s as
it sought to placate the Jdemands of cexrtain dissatisfied groups in the urban
society by subsidizing a basket of their key consumer goods, & chain of economic
events was set in motion. As food prices eased on the international market by
1975, thus potentiailv lowering the value of Morocco’'s food import »ill, so, too,
did Morocco's phosphate export revenues fall cff. Yet the quantities imported
(particularly cereals) continued to rise. By 1981, the need for debt
rescheduling, stand-by financing arrangements anmd structural adjustments had

imposed themselves on the Moroccan eccnomy, and thus on its polity as well.

Implications for Political Stability

Since the turmoil of the early 1970s, efforts have aiso been made to assure

solidarity of the urbsn masses. While these groups have been successfully
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excluded from effective participstion in the elites’ alliance system, efforts
have been made to keep them from provoking cpheavals and pronouncing desmands that
could upset the fragile balznce kept betweea the urban and the local
bourgeoisie. This has trarslated into a steadily increasing subsidy to consumers
of food and other basic goods. Yet this in turn dzaws heavily on the state’s
budget, calling into question *he long-term viability of the strategy.

Investments in agriculture bhave primarily been wmade in areas where
traditional sSOCidl STTuciw.33 hzd zlzexdy been affected by the colonial system.
This may explein why Morocco's investment policy has mainly benefitted the
modern, irrigated secrtor and neglected the :%:diticnal. rainfed sector.
Irrigation projects tave mostly benefitted modern, large-scale farms, once almost
exclusively owned by Europeans, but increasingly Hor;‘occanized since independence.
Investments in this sector have bemefitted wealthyi infiuential farmers who, in

<

turn, could assure their loyalty to the political%system.

¥hile the Moroccan Government has been xé’eluctant. to interfere with
traditional so0cial structures in rural areas, it has alsc recognized the
political ‘xportance of distributing land to landiess rural workers in part in
an attempt to stem the tide of rural-to-urban migration. In addition to the
Maroccanization of industry, the dirtribution of land acquired from European
sett’ers was also stepped un in the mid-1970s. !xing Hassan II, the lasrgest
landowrer in the co:ntry, made available some 6.009 hectares (an estimated 15

i

percent) of his own land for redistribution. Nevertheless, transfer of land by
7 gislation only accounted for s small fraction cf the formerly European-owned
properties. At least two-thirds of the estates were sold to wealthy Moroccans

outside the official regulations. TWhile different urban-based parties have

repeatedly argued for the redistributi-a of privately owned large properties,
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organizations such as the Moroccan Parmers Union have successfully prevented the
Government from proceeding with such actioms.

The consequence of Morocco’s agricultural policy, favoring wodern, large-
scaie farmers, has been to increase the disparities between rich and poor in
rural areas. WVhile modern production techniques and input scbsidies have
benefitted the modern, large-scale producer, numerous small- scale producers
have been put out of work. An annual populaticn growth rate of nearly 3 percent
puts further pressure on the land in the traditional sector. as indicated in
the beginning of this report, this situation hes provoked an enormous rural
exodus. The urban population bas drastically increasec? from roughly 29 percent
in 1960 to almost 45 percent in the early 1980s (Ta‘;ble 1). Rural-to-urban
migration is the main cause of Morocco’s rapidly g%owing shanty towns and

increasing unemployment. the massive presence of pcor or unemployed in Morocco’s
cities puts renewed pressure on the Government to keep consumer food prices low.

Thus it has been seen that the Morocco's agriculiural policy has been
forced into a vicious circle. R2eforms which could help te increase sgricultural
production in the traditional sector and thus stop the rgx:al exodus are precluded
for political reasong. This leads to an ever increasing number of urban poor
vhich in turn forces the Goverrment to bias its price policies in favor of
consumers and against preducers. ,

The future for Moroccan agricuitural development will depend on the ability
of the :‘overmmen: of Morocco to exteand real economic eatiitlenents to the rural
pepulation. Over the last thirty-two years the political system har evolved to
allew & much greater degree of political participatiop in the shaping of the
country. One of the remaining challenges for Morocco is to develop an economic

system wherein the fruits of Morocco’s agricultural potential can be realized

in as equitable a manner as possible.
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AMMEX FOREWORD

WOTE ON DATA AVAILABILITY

As in many developing countries, the base of agricultural data in Morocco
is thin. The post recent agricultural census was published in 1973. The last
household expenditure survey to be analyzed in time for consideration by this
study was carried out im 1970-71. At that, patterns of household expenditures
are the only proxies available of household consumption patterns. Analysis of
income distribution is similarly hampered.

Other data simply do not exist. For commodities whose prices atefi set by
the Interministerial Pricing Committee, only official prices are isreadi.ly
available. Parallel market data for cereals, for example, are extrcmely {sparse.
In the case of soft wheat, parallel market prices have only been tracked I:Jy ONLiCL
since 1977, although they are available for the other graims over a%longer
period. Regional coverage is thin, znd there is no attempt to weight parallel
market prices by quantities sold in the market. Estimates of both effective
producer and consumer prices {which should be a weighted average of official end
observed) suffer as a result. Total marketed surplus of cereals is not known,
rather what is known is the quantity marketed through the ONICL system which,
as has been discussed in ammex 2, covers scft wheat mZuchk more comprehensively
than the other graias.

Input use data is also quite weak. While input availabilities may be known
with s good deal of accurecy, as most are traded and the quantities imported are
therefore recorded by the customs authorities, the rate of use of inputs by crop
is practically unknown. Regional use is tracked somewhat, at least in the

irrigated areas. The 198#-85 ATRD/MARA study therefore attempted to disaggregate

b - x o et il e
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fertilizer ussge in irrigated perimeters by crop, only to find that technical
noims On usag. rates per hectare are the only guides available to ORMVA and MARA
planners. Input use in rain’ed arezs is even less well understood, as extemnsion
efforts in these areas are orgasnized by agen~ies more poorly funded than +he
ORMVAS .

There are also definitional issues which confuse the 2nalysis Frequently,
dats on cereals production confuses soft and hard wheat into one category.
Barley disposal cannot be distinguished between human and animal comeumption
purposes, due to the lack of information.

These are some of the problems iphiditing 2 more in-depth aznzglysis of
Morocccan agriculture in the subsectors which are treated in this study.
Production, marketing, and consumption data are even weaker in other subsectors -

- livestock, editle oils. horticulture -- which were excluded from consideration

by this study as a result.
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ESTIMATION OF TEE EQUILIBRTUM EXCPANGE RATE

Ia order to measure tne indirect effect of exchange rate
disequilibria on agricultural prices, production, consumption, etc., an
equilibrium exchange rate is calculated. The equilibrium exchange rate differs
from the official exchange rate (E,) because of policy interventions which
prevent the latter from adjusting for 1) differences in relative prices betwezn
countries, 2) current account imbalances, and 3) trade restrictions.

There are several alternative rates which can be calculated to mzrke
these adjustments. The first yields a Purchasing Power Parity (PPP) rate, which
simply corrects for differences in rates of inflation between Morocco and its
trading partners. The preferred calculation, correcting for the effects of trade
policies and extermai imbalances, yields the equilibrium exchange rate (EER).
it is estimated here uring the elasticities approach.

Purchasing Power Parity exchange rates (PPP) were estimated for the

Dirham against the United States dollar (US §) and the French franc (FF), two
of the main trading partners and currencies of Mc-ncco. No single currency can
safely be selected as the reference currency if the trade shares vis 2 vis that
country change over the period in question. For instance, in 1960 France
azcounted for 45 percent cf Morocco’s total trade (see Table I.1). By 1979, the
share had declined to 33.5 percent and by 1984, to 19 percent. By contrast, the
share of US trade in Morocco’'s total trade has been more constant bstween 3 snd
10 percent for the 2ntire period. While this does not make the United States

a dominant trading partaer, much of Morocco's trade is denominated in US

PO S U SR,
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dollars. Phosphates for instance, which accounted for one-quarter of export
earnings in the 1v60s and 30-55 parcent of total export earnings between 1974
and 1981, are denominated in US dollars.%? Similarly, major imports, energy
products, and many major food commodities (for example, wheat) are also

denominated in US dollars.

TAELE 1.1: DIRECTION OF MORCCCAN TRADE

{I) of Total Tvade with:

YEAR France UsA Other
1960 45.3 6.1 48.6
19s% 41.1 6.9 52.0
1970 33.5 7.3 59.2
1975 27.9 c.h 67.9
1980 23.4 &.4 72.2
1984 19.0 &.5 76.5

- - - e - -~ — -

Source: International Monetary Fund,
Direcrion of Trade Statistics

Since individual comparisons with Morocco's principal trading
partners give appreciably different results over the 1960-34 paiviod as Morocco's
trading relationship shifted away from France toward a more diversified trading
pattern, a composite PPP exchange rate is estimated. The composite is a
Dirham/US dollar (Dhf$) rate. It is calculated by multiplying the official
exchange rate (E,) by a weighted ratic of foreign to domestic inflstion, where
the weight is eack foreign country's respective trade share with Morocco. The
residual of Morocco's trade with other countries Tesides France and the United

States is weighted by the US dollar-based index of unit value of manufactured

69 Data are from IMF, International Financial Statistics Yearbook,
Washington, 1985.
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goods exports (MUV) of ‘developed market economies*.’0 The trade-weighted

composite PPP is thus:

PPP = EO * ( (XR * QPIF * 'F) + (WIUS * Vus) + (efOV * (1—VF-UUs))

where E, is the official exchange rate, expressed in Dh/$; XR is an index of the
S/FE cross rate;"l WPip pg 2re the French and United 3tates wnoléssié Fcice
Indices; wp. gg are the shares of France and the United States in Morocco's total

trade; CPIy is the Moroccan Consumer Price Index.

70 United Nations, Monthly Bulletin of Statistics.

LA The need tc include the trading partners’ cross exchange rate stems
from the fact that even though price levels might be changing rapidly as observed
from the WPI of the individual countries, the countries' exchange rates may be
altered simultanecusly to compensate for th :se price level changes. Therefore,
omission of an index of the actual cross exchange rates would iead to a bias in
the PPP exchange rate. 1Inclusion of the index, however, leads to instances in
certain years (1973, 1975, 1983, 1984) when this trade-weighted PPP rate is
greater (less) than the simple weighted average of the three individual PPP
rateg, indicating that the dollar has significantly devalued (revalued) relative
to the French franc with respect to the base year 1950. Such shifts indeed
occured in other years as well but ware of a lesser magnitude.




IR R,

E

R RRREZIINT VTR LI RINRI el

W

¥
:
3
q
!
{

TMAE I.2: PROSSING POMER PARITY EDXHALE RATES

PP OVERYALIN DIDEX TWADE wCTD
RANCH. POVER PARITY  TRADE wGiD (PPP/acmine! rete) P DIDEX
ENCHKE RATES PPP NATE Oh/8  Dh/FF (%) o/
YEAR 8  DM/FF /8 OhPF RNCS) OB .. 300) ... ...
190 5.08 1.2 5.2¢ 3.2 4.08 o8 100 100 100 00
1961 $.08 1.02 4.98 1.04 5.08 [ B ] " 0% 100 300
192 $.08 1.02 4.74 ” 4.9 4.59 o L .24 ” 92
1963 5.0¢ r a2 4.48 .7 456 4.4 - 3 L 20 ”°
1964 5.08 1.2 4.3 .98 4.9 ..57 3 o - b
1968 $.08 1.02 1.2% .94 4.3 4.48 | ” - -
1968 5.08 1.02 4.43 . 4.55 4.64 L _J % °0 «
1987 5.08 1.2 4.46 .97 463 4.58 [ % © 3
1968 5.08 1.02 4.57 . 4.59 4.6 <0 <« ” ”
1969 5.08 .7 4.62 K4 4.08 A 72 " 100 «* <
1970 5.08 -91 4.1 - 4.92 <. 85 8 108 ” b od
1971 5.08 - 4.66 .96 4.97 4.04 ] 104 " 9%
12 4_90 -9 4.7 K 4.74 4.7 « 106 108 02
1673 4.11 R - 4.1% i.08 £.72 4.85 30 115 11$ 118
1974 L® -4 . 4.53 .17 5.2 5.9 104 1» 21 123
1975 4.98 .5 4.2¢ 1.08 5.0 S.06 108 112 124 125
e 4.2 ” 4.46 1.08 513 5.07 101 113 116 118
bl 124 4.50 .92 4.29 .95 511 4.95 o« 104 113 110
178 4.17 n -4 3.9 .91 495 4.71 o " 119 113
pLzy ) 3.90 R - ar .95 4. 84 4.72 L 44 0 124 121
1980 3.4 .93 s -9 4.9C P-4 101 163 125 123
1981 5. 17 5 $.12 .97 573 5. 40 99 02 111 108
1982 [ X - . 5. e L. >.08 5.53 »i Frvri 3 S
1963 7.1 .93 §.16 1.00 €.47 8.3 a7 3107 2 .
1984 s.m 1.00 .3 1.08 . é.87 rn 107 bad b d
Note: PPP Dvervaliuntion Inder is expresesd se (PPP rate/Mosirsl Exchanpo Rate) *100.

Tabie 1.2 indicates that, as the Moroccan economy expanded during
the period 1963 tkrough the early 1970s and both the trade deficit and Morocco’s
rate of inflation declined, the Dirham actually became undervalued by as much
as 12 percent. With the bheating up of the Moroccan economy in the early 1970s,
overvaluation of the Dirham began and was not corrected until the Dirham was
devalued in 1981.

The free trade equilibrium exchange rate (EER) is the nominal

exchange rate (Eo) corrected for current account imbalances and trade policy
distortions. It has been defined in this study as that rate which clears the
current account at 3 ®sustainable® level of deficit by correcting for trade
policy measures, changes in the terms-of-trade, and other exogenous shocks (for
example, changes in workers® remittances). The "sustainable” deficit in the case
nf Morocco has been defined as 5 percent of GNP, a figure somewhat stricter than

the IMF targets of 6-7 percent. The ‘unsustainable® portion of the deficit is




pL.3

defired as the difference between tke 3-year moving average of actual deficite
and the ~ etsinable deficit. The elasticities of the supply and demand for
foreign exchange, or the supply of exports and demand for impcrts, are assumed
to be 1.0 and 2.0, respectively, and are mainiained constant over the period.

Demand for tradables is conditioned in Morocco by trade taxes,
subsidies on imported items, and quantitative rettrictions (kas).72 Imports
fall into two principal groups: those subject to duties and taxes and those
goods which enter duty and tax free (exonéré). Among the latter group are also

classifiec those items entering under temporary adcission (admission temporaire,

A.T.) regimes for eventual re-export. The exocnerared commodities zepresented
about 10-15 percent of total import value in the 1960s, but with the pressures
of consumer subsidies, ircreasingly larger values have been imported duty- and
tex-free since the mid-1970s. In 1982, for instance, wheat (27 percent),
fertilizer (5 percent), ships (9 percent) and A.T. imports (30 percent)
represented nearly three-fourths of duty- and tax-exempt imports. The remaining

irports are subject to import duties {Droit de Douarne, DD} and taxes [(Taxe

Sgeciale d'Importation, TSI). The import duty is variable with a dutiable range

cf 10 to 50 percent. Whereas the import duty has averaged about 10-15 percent
cver the last 25 years, the special import tax has increased progressively from
2.5 percent from 1957 to 1973, to 5 percent between 1973 and 1976, b percent in
1977, 12 percent in 1978 and finally 15 percent in mid-1979. The TSI rate was
reduced to 10 percent in 1984 within the context of Morocco'’s compensated

devaluation program. These imports are also subject to cunsumption excise taxes

7z For a discussion of the tariff and non-tariff protection system in

Morocco see also World Bank, Jndustrial Incentives and Export Promotion,
¥asnington, 1984, pp.76-80.
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(Taxe Interieur de Conscamation, TIC) and a turnover tax (Taxe sur les Produite

et Services, TPS). Since excise taxes are usually specific, their average

incidence has declined over time. TPS rates on the other hand are highly
variable ranging from 6.38 percent up to a maximmm of 60 percent, with the bulk
of goods and services subject to the normal 17 and 11.25 percent rates. It is
estimated that two-thirds of the TPS is on goods and ore-third is on non-tradable
services.

Compazing the gross tax receipts from imporcts supject tos dutiss 2nd
taxes to the tctal import bill yields a gross average tariff rate for Moroccan
imports (tm).73 This rate, when positive, has the effect of raising tne price
of and thus reducing the demand for imports. However, the gross border taxes
are compensated by the subsidy programs on imported commodities such as wheat
flour, sugar, edible oils, fertilizer. agricultural equipment, petroleum and
cement. The effect of the subsidies is to reduce the price uf and thus increase
the demand for these commodities. Tax and duty -ates on imports thus need to
be adjusted downward accordingly. The annual cumulative subsidy payments by the
Stabilization Fund and ONICL were deducted from gross receipts to yield the net
average tariff rate for the year. Average net tariff rates were about 10-12
percent through 1972, but declined In 1972 to only 6 percent. and then increased
progressively until the end of the decade to as much 29 percent. Tkese findings
reflect two phenomena -- changes in gross tariff protection and the hage

increases in subsidies, starting in the 1$74.1976 period. In the early 1980s,

73 It is interesting to note that the incidence of the border taxes for
various commodity groups -- or their effective exchange rates -- differs
significantly from the saverage tariff rate. For instance, as the value of
imported commodities exempted from taxes and of those imported under the
temporary admissions regime rises, the maintenance of the average tariff implies
a severe increase in the tariff rate on the “residual® dutiable imports.
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average net protection stabilized arcund 20 percent. and in the first 9 months
of 1984 declined to 10 percent with the reductio~. of the TPS.

Quantitative restrictions have been used in two major periods in the
1960 to 1985 pericd: during the stabilization plan of 1965-68 and in 1978-81.
In addition, there have been import deposit requirements in Morocco, ranging from
2 to 7 percent of gross import value. Exchange rate adjustments employing the
net averaze import tariff (ty) may therefore introduce a downward bias to the
¢rue equiiidriuva exchange rate.

Thus, the implicit import tariff equivalent (tim) is calculated to
take account cof the effect of Qiks {see Table 1.3 beicw);. A <G
repr2senting the ratioc of the domestic prices of a representative basket of
tradsbles (Pd-r) to the world price of tradables (Pfr) is estimated. An index
of Moroccan tradable sectors’® GDP {agriculture, mining, manufacturing. and trade)
is used as the domestic price basket of tradables (Pd-r). An index of unit import
values is used as the foreign price basket of imports (Pfr). The ratio PdTIPfT
is compared wifh the net average import tariff, tj ., to determine the implicit
tarif€ equivalent (tim) for each year in the period. When PdT!PfT equals 1.00,
domestic and forgig_p tradables prices are esqual and there is no bias for or
against trade. When Pd-:l?f-z is less than 1.0C. domestic prices of tradables are
less than foreign prices of tradables and there is said to be an anti-trade bias
introduced by commercial policy. When PdTIPfT is greater than 1.00, trade is
said to be encouraged by domestic commercial policy.

The base year in which no QRs were in effect was assumed to be 1960.
Thus indices of Pdr and PfT are calculated with 1960 as their base, and it is
assumed that no adjustment to the net average import tariff rate t,, estimated

at 9.8 percent, is necessary in this year. The net average importr tariff rates




ie9
in subsequent years are corrected for PdrIPfr in the following manner. When the
explicit net average import tariff (t;) exceeds the coefficient of tradabdble
prices (PdTinr), the actual tariff rate is greater tian the implicit v i-import
bias and explicit tariff rates are binding. When the coefficiemt of tradable
prices is greater than the explicit import tariff, it is assumed that the anti-
trade bias overrides the actual tariff rate and represents the implicit
equivalent tariff om imports (tim). 45 seen in Table I.3, the latter is true
in only four yesrs during the period, first in 1969 just after QRs were first

employed. and again in 1971 to 1873.

TABLE I.3: ESTIMATE OF THE TWP YCTT TUBTART TARIFT CapsivALLMG
TRADABLE UNIT TRBL GOPf MNET EXPLICIT IMPLICIT
[~ INPORT MIT IMPORT TWPORT INPORT
DEFLA Y. vayx TARIFF TARIFF EQUIV
VEAR ) *'p (taad 89} ) t'D
1960 100.00 106,00 1.000 1.09¢ 1.098
1981 10C.68 104.24 984 1.098 1.0098
1962 108.38 102.68 1.037 1.098 1.098
1963 112.44 104.87 1.074 1.093 1.093
1984 126.53 137.24 994 1.089 1.089
1965 108.0C 129.81 317 1.074 1.07«4
1968 108. €0 114.13 . 924 1.048 1.008
1987 117.93 107.79 1.09s 1.080 1.0904
2 1312.8% 108.57 1.037 1.107 1.107
1958 12¢. 71 11..23 1.139 1.11% 1.139
1970 132.20 119.13 1.110 ..117 1.117
is71 141.76 121 .47 1.167 1.117 1.187
1972 148.08 129.89 1.127 1.318 1.127
1973 161.48 141 .82 1.:38 1.068 1.138
1974 238.88 2.7.% 1.097 1.212 1.112
1978 238.73 225.14 1.080 1.131 1.131
1976 2318.44 - 233.70 1.012 1 «74 1.174
1977 261.47 243.60 1.032 1.221 1.221
1978 270 .42 2%2.29 2.087 i.Z278 1.278
1979 296 .56 284 .38 1.049 1.287 1.287
1990 331.10 351.72 . 941 1.241 1.241
1981 377.35 424 .47 . 389 1.203 1.203
1982 426.82 458.73 . 928 1.212 1.212
1263 434 .48 494 .33 .879 1.21¢ 1.218
1984 477.90 801.22 . 798 1.108 1.108

Notes: The tradable GDOP wectors are Agriculture, Wining, Msnufacturing
and Trade. Unit iuport velues froe Sorid Bank/EPD dets series.
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Export taxes (t;) apply almost exclusively on mining products. 1In
1984, for instance, of the total revenue from export duties nearly 75 percent

wes from the mineral export tax {Taxe d'Exportation sur lcs Minerais). 23 percent

from the statistical export tax (Tax~ de Statistique sur les Exportatiocs) and

only about 1 percent from other export taxes (Taxe de Soirtie des autres

Produits). Export taxes have been stable over the 196)-84 pericd and represent
only 1-2 percent of export values in M_rocce. Explict export taxes were used
in the estimation ot the EER.

The free trade equilibrium exchange rate is presented in Table I.é¢.
Fig--:< in the summary Table I.6 indicate that tne Dirham wa: in general
overvalued by as much as 50 percent (during Morocco's fiscal crisis pericd) over

the 25-year pericd (average, 231I). The table also refiects the effect of

devaluations siance 1981. By 1984, the Dirham was 1less than 10 percent
overvalued. Table T.5 gives the raznge cf EER estimates, with parametric

variastion of the elasticity assumptions. Over the range of elasticity

assumptions the EER appedars quite stable.
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TABLE I.6.: SIMIARY OF DIRHAN/US DGLLAR EXCHANCE RATES

Free Trade Free Trade
Nominal Perchasing Equilibrium Equilibrium

Exchange Power Parity Exchange
Rate Rate Rate Rate (E%)
{Eo0) (PPP) ") (3 yr ovg avy)
YEAR Q) (%) /s (i33) @370 Giv) iv/i
1960 5.08 §.08 ox 6.08 20X -8 17X
1861 5.08 §.08 ox 5.93 178 €. 01 1%
1982 6.08 4.9 -3% 5.89 16X £.87 8%
1963 6.08 4.4 -X §.90 17% s.a1 17%
1964 6.08 4.87 -10% 5.99 1& 6.9 17
1965 5.08 4.48 -12% §.90 17% .92 17X
1988 6.08 4.84 -8% é.01 19% §.97 13X
1987 5.08 4.68 -I% s.M 175 6.4 173
1968 .08 4.83 - s.i% 10% 5.99 8%
1969 6.08 4.7 7% 8.10 24% 6.0% 20%
1970 5.08 4.8 4% 8 <1 19% 6.12 21X
1971 5.06 4.8¢ 45 8. 58 26% 8.23 23%
1972 4.60 4.70 = 6.85 23% €.01 3%
1973 4.21 4.85 iz g2 24% 6.71 395
1674 4.37 5.36 23% 6.3« 225 6.3¢6 23%
19786 4.06 5.06 26% 4.81 195 5.08 28%
1978 4.42 5.07 16% 5.41 225 £.19 b¥ s 3
1977 4.50 4.96 10% 8.1¢ 5% 5.44 21%
1978 4.17 4.71 13% 8.14 47H 6.88 41%
1979 3.90 4.72 1% 5.70 48% 5.98 53%
1960 3.94 4.32 23% 5.44 385 6.78 46X
1981 6.17 5.49 > 9 6.91 34% 6.01 16%
1982 6.02 $.53 -8% 8.20 3ex 6.85 14X
982 7.11 8.11 -14% $.87 365 8.2¢6 16X
1984 8.21 8§.67 -24% 10.64 21 9.80 X

Notes: The comparison columns sre calculsted as ia (Es - Eo)/Eo.
Coiumn (iv) iz 2 three-yesr moving aversge of coluen (iii), and is
the exchangs rate ve-tor which has besn used for Serder price
adjustments in this working psper.
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ESTIMAYION OF CEREALS PRICES

Domestic prices: Producers

Several methods can be used to determine the farmgate price for
cerezls.  One approach. vresented in columns (4, 8 and 12) is to use an "average®
national price, -veighted by the sbare of the two major alternative marketing
the quantities p=2ssing through the public and private marketing channels.’%
This applies more strongly to soft wheat prices. The other, which better
reflects hard wheat and barley prices., is presented in columms (3, 7 and 11).
It considers sales to ONICL at the official prices as the sales in surplus areas
and private marlet sales as those in deficit zones and uses only the deficit ar=a
prices. Non-official price data are collected by ONICL and published as
unweighted, monthly, regional averages fc- 19 centers. The prices recorded are

an unweighted ‘*average® of urban wholesale market (Hzlle aux grains) and rural

F

village marketr (souk) prices.
Parallel market price data are available for 1959-60 through the

rresent for hard wheat, barley and majze; however, such price data for soft wheat

75

are available only from 1977-78 througk the present. The government does not

7 . : .. .
74 Hdome consumption is valued at the non-official market price. Data

on on-fari consumption are not available in Morocco.

75 The price year corresponds to QONICL's marketing year which was July
through June until 1982-83 and June through May thereafter.
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collect data cn soft wheat market prices on the assertion that the reigning price
iz the 'unique® official producer price. Unpublished data for eight regiocnms.
which represent over three-fourths of national production, are analyzed for the
period from 1977-78 through the present. Annual averages for these mcnthly
regional prices are calculated. Finally, these average annual prices are
weighted by the production weight caiculated as each region’s comtribition tc
total national production for each of the cereals. These data are presented as

the unofficial, free-market prices.

............ SOFT WHEAT. _........ ........... HNDMMEAT.. . ..., ............08REY_ ... .. ...,
officiol B ) Merket Wgtd Officiel $) Mprket Wgtd Officiel € ) Mecket  wgtd
Srice off skt Prics Avg _Price off =kt Price Avg Price off =kt _Pr'u:o g

/gty  pros. (m/qr) Price {imsa) proe. (Im;q:, Frics (njeiy; pros. (Imya.)} Frice

YELR 1 2 3 4 H [ 7 e 10 12
1961 3450 N 40.00 20 2.63 4210 23.00 = 87 5.
19062 34 50 .58 40 _00 .24 4Q _8S 47 .33 23 .00 .13 35 .08 3 72
1963 36 .00 - 40.00 _19 40. 68 4053 3 .00 08 23068 2308
196+ .50 3% 41.5 .16 €1.22 4128 24.00 S 288 e
1965 40 .Q0 .40 44.00 41 A5.80 45.22 2%.00 08 27.63 27.55
3 0 .00 .23 44 _00 pL 47 .83 4T7.Q4 26.00 06 .0 0.7¢
1967 40 .0 -4 44 .00 .11 & .14 S9.25 26.00 R 45 .99 44 M
s .00 .63 44 .00 .20 55 .48 53.18 27 .00 N- 2 38.0% 7.2
1969 40 00 .58 4400 15 N .ST 4023 27 .00 08 1%.44  17.00
970 40 .00 .58 44_00 .18 43.02 43 20 .00 02 OS5 23.15
3971 43 .00 .45 47.00 L1464  47.38  47.34 28.00 01 2076 29.74
1972 43.00 .44 47.00 S0 &6.310 46.19 29.00 01 N4 2.6
1973 45.Q0 .. .00 .04 48.87 48.88 29.00 .01 7.2 3T W8
1974 £0.00 .45 €3.00 .06 71. 44 7i.02 40 .00 K4 €3.20 $2.74
1975 60 .30 .19 £3.0 .C3  88.11 57 .38 40.00 .o 60 .51 60.40
1976 80 .00 .19 &3.00 o4 100,321 LR - 40 .00 .02 64.71 .22
1977 | X ] 12 a5_00 .06 §5.73 4&5.89 £5.00 m 2.1 52.47
hL-2; ] a5 00 3 TEO4 T [ ] o8 108 17 106 X2 45 .00 a3 79.30 75.87
1¢7¢ 106 .00 .3 75.43 8510 106 .00 .10 1G7.28 107.Q06 80 .00 .G 77 .83 7.9
190G 125.00 .44 .41 1G3.96 125.00 .12 3114.1% 115.42 90.00 -0 T8.01 79.48
1981 35.00 -17 110.92 115.01 135 & .01 148.21 148.08 96.00 .02 3102.00 101.97
1082 40 .00 .62 3111.90 3129 .32 140 .00 .C4 195 847 193.64 100.00 08 145.74 41.K2
1983 145 .30 4% 10165 X .34 e o o] G5 iBC.34 155 .8C pis 3R o} a3 §2.77 7.9
1 150.00 .37 11111 126.%0 150 .00 3 178.50 177.8S% 119.00 02 128.69 12812
198 180.00 WA 1X2. N/A  180.00 /A 2:17.70 N/A  130.00 N/A 1ae.02 /A

Border Price Eguivalents: Producers

Border price data are available from OKICL for the major traded cereals.
The data series is complete for soft wheat which is the onl; grain imported in

significant quantities every yeat.76 On the other hand, hard wheat and barley

76 The equivalent US quality for Moroccan bread vheat is Hard Red Winter

#2, ordinary protein.
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border price series are incomplete. Morocco has imported hard wheat in small
quantities, about 40-80,000 mt, in only six years over the 1960-84 period.
Similarly, bacley was imported only periodically to counter drought induced
shortfalls through 1970-71 and consistently, though in highly varying guantities,
after 1970-71. For hard wvheat and barley, border prices for the years when
Morocco did not actually import these grains are estimated from world price
quotations adjusted for shipping and insurance. BHard wheat prices are yearly
average prices FOB Minneapolis as reported by the USDA. Barley prices on the
other hand are for Canadian barley FOB St. Lavrence. These prices use the
*end-of-vear® convention of reporting through 1973, and "average year” convention
thereafter. Canadian to United States dollar exchange rates are annual average
guotes from the Bank of Nova Scotia.

Finally, landed CIF prices are adjusted to include port and financizal
charges, tramsport and handling charges and losses up to the collection centers
where comparisons with sctual domestic producer prices can be made. Tables II.2-
1I1.7 present the borde:r price series for all three grains, each converted irto
Dirhams at the border using the official exchange rate and then using the
equilibrium exchange rate.

Comparisons of world ',:tices at the official exchange rate ma- lead to some
differences from the actual landed prices due to inter alia the difference
between cthe average official exchange rate and the import exchange rate
calculated retroactively from weighted imports. In Morocco's case, the exchange
rate is unified and no systemstic bias is evident. However, differences appear
due to the timing of the import contract as compared to the exchange rate
movements. For instance, over the 1977-1982 period for which import data are

available by shipment, the average difference between the early average OER and
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the effective exchange rate to the cereals marketing board was -2.2 percent with
8 range of -9.3 to +3.4 percent.

Port charges include losses of 2 percent, handling and transport within
the port zone of 25 kilometers. In addition, importers incur a number of
financial and service costs related to importing the grain. These charges
represent about 9 percent of the CIF value for guarantee deposits (garznti du

poid), letter of credit costs and guarantees {(commiss:ion d’accréditif et

d'irrévocabilivé), bank commissions (confirmation bancaire et caution; and the

importer firms® overhead margins. In addition imported grain pre-financing was
estimated at one month at commercial credit terms inclusive of taxes. Finally,
imported grain incurs storage costs for approximately 15 days. Besides these
ad valorem costs, imports carry specific costs related to weighing, unloading,
and handling. These specific costs were obtained for 19584 and adiusted for prior
years with the consumer price index. These data, which were obtained from ONICL
and a major grain importer in Morocco, represent par values for the typical
costs. Actuai costs may however vary from shipmert to shipment due ¢ port
congestion and other unforseen difficulties.

Imported grains are shipped to the flour mills upon demand by the mill and
subject to prior authorization by 'ONICL. Transport costs are borne by ONICL
using the 0ffice National des Transports (ON1) or the Oftice National des Chemins
de Fer (ONCF} capacity. The =versge distance of grain transport, whether
imported or local, is about 175 kms. The base transport rate in 1984 was 0.3156
Dh/tkm with upward adjustments depending on bulk, road condition or distance
transported. The 1984 transpcrt rate was adjusted for prior years by the
consumer price index. In addition to the transport cost, 2.5 percent losses and

handling costs for loading and unlcading are impuzed to imported grains. The
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total cost thus corresponds to tte pricing point of domestic grains delivered

to a local wholesale grain market (halle au grains).
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Domestic Prices: Consumers

Consumer prices for cereals are estimated a2t the wholesale level in flour
equivalents. There are (wo major snft vheat flour categories: "ordinary” flour
milled at 78 _ercent reductior ratio and °deluxe* flour with a reduction ratio
of 68 percent. The specific quality mix of flour produced is subject to ONICL
directives. Official estimates indicate that, currently, ordinary fiour
constitutes 80 percent of tctal flour produced with deluxe flour accounting for

the bulk of the remainder.

-

in fact. other flour qualities are also produced in minor amounrrs Tor
the purposes of this study we have assumed that only two flour qualities

(erdinary and deluxe) exist. For lack of data it is assumed thar the B0-J0 spiit

only abour 67 percent of ordiaary flour. Incentives to preduce 2 greater
i
|
pezcentage oI luxury Lil0<r 8re numeIous. Thg Iontzolleld millinmg mzrginms zTe
inadeguate and anccursage millers to prosuce a higner-vaived product. The subsidy

transfer pavment. In addation, tnere s a iZ percdnt tax on luxuiy Illciur,
€oriher encouraging false claims of ordinarv flour production. Zezlays in subsidy

raymerts probably induce millers to sell luxury flour at non-controlled prices.

“ich the exception of the period 1950-65 when deluxe £1

1)
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A
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regulacted, prices for poth flour gualities have been offizially set for the pas:
25 years. Price settring initially had the objective of stebilizing consumer

prices without incurring major builgetary outlays, a goal ma‘ntaired with some

SRR
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success through 1972.73. Since 1573 however, stabilization gave way to
increasing subsidization such that, at present, ordinary flour represents only
80 perceat of its real price level of 1973-74. Prewvailing official soft wheat
flour prices are presented in Table 1I.8.

Bard wheat and barley are sold almost entirely on the parallel market at
unregulated prices. Consumers typically purchase grain and have the grain
cleaned and custom milled at small artisanal mills. For these grains' consumer
#i1sv~ wrices the wholesale price was adjusted for handling charges and losses
to which a =illing margin net of by-producrs was added. The milling margin is

the zoiuzl milling mavein per guintal from 1560-72 (& period when the subsector

technical constraints exist oan the maxirmum reduction ratio, a2 value of 70 percent
j

iz used. The consumer flour prices for these grains are 3.s0 presented in Table
1.2,
s
|
77 33 : s ermr it Aas feciamifs iicz

Adjvszzents using the Wrl vielded insignificant differences. The use
of CPI is argued ¢on grounds that hard wheat and Darley milling Is essentlally
by sxall family vun artisanal m:ills.
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TABLE II.8: CONSUMER WHOLESALE PRICES FOR FLOUR (Dh/Zg)

eeee.-..SOFT WHEAT........ HARD WHEAT BARLEY

Average Average Average
Ordirvary Deluxe Fiour Fiours Ficur
YEAR Flour Flour Price Price Price

s - - - = v = A A - - e -

Lo
O 0
[ s 1
~
.
(VARV}
O
PR
[= B Y
[TV ]
[
1N
)
-
~
w) b
(V)
~4

Y-S A €z
1568 .58 .65 .58 .82 .€8
1969 .56 .65 .58 3t .36
1970 56 .65 .58 .65 A
1871 .65 7S Y L7 DG
1972 .65 .75 &7 70 .58

}o4
D
~
i
)]
(%]
'

|
w
(7}
~
F oy
[+,
o

1574 .86 S6é .88 1.05 1.:¢
1975 .86 5€ gs 1.29 1.C7
1976 .86 .56 .88 1.L6 Z.:5
1877 .86 .96 .88 1.28 §7
1978 .86 .96 .88 1.5% 1.41
1879 .8€ -1 .E8 1.5% 1.4¢C
1980 .94 1.13 -s8 1.65 1.43
1981 1.12 1.5¢ 1.2¢ 2.7 1.82
1982 i-1 1.5¢C l.2¢ 2.853 .52
1983 1.22 2.C8 *.338 2.37 1.7l
1984 1.12 2.0¢ 1.30 Z.6% 2.3
£
! Border Price Eguivalents: Consumers
¥orocco has been a significant imperter cf scit whea:t The process,
! s - - -
described in chapter 1 in greater detal consists essencially of ONICL issuing
import licenses to the local representative cof large grain companies with the
lowest bi<f for a competitive bid for a certain gquantity Imporzed grain :Is

delivered ro the mills and transformed at competitive milling margins at the

prevailing mix of ordinary (reduction ratio of 78 percent) and deluxe (reducticn
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ratio of 68 percent) flour. Costs are adjusted for transport and handling
charges, financial and documentation charges and in-transit losses. The border
price equivalents at the wholesale level to consumers are given it Tables I1I.5
(OER) ard 1X.10 (EER) below.

Imports of hard wheat and barley (especially of human consumption quality)
have been sporadic, thus a consistent series has to be reconstructed frcm
comparable quality world market prices as described in the above sect-on on the
border price equivalent to cereals producers. The landed prices of these grains
aro also corrected for handling and trensport costs, documentation and firnancial
charges azd losses up to delivery to the flour mills. Each grain is assumed to

intain the reducticn ratigs of 82 percent for hard wheatr and 70 percent for
barley. Ex-mill delivery co;ts rc the wholesale points are added. The border

consumer price equivalents at the wholesale level for hard wheat and barley are

given in Tables II.1i-I1I.1% below.
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ANNEX THREE

ESTIMATION OF SUGAR CROP PRICES

Domestic Prices: Producers

Producer prices are set at farmgate in the sense that losses, loading

and transport costs are not borne by the farmers but by the sugar miils.

- -
a8 PRSIV A M DAL S e

prices announced 3I&
rates.
paid a premium, whiie 10Wer sugai CILIEnl oI G

The formula for sugar beets is:

Producer price = Base Reference Price x (Sugar ¢

The

rizes for specified minimum sugar content and impurity

For instance, beets with a sugar content of over 14.5 percent are thus

r2zter imnuriviec are penalized.

13.5

Uniike cereals producers, Moroccan sugar

Y

sugar cultivation entitles farmers to inputs a

produ

T s
10 Zervices 23t

official price since there are no alternative disposal pessib

cers receive the

ilities and since
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£ TABLE III.1: SUGAR PRODUCER PRICES

? L heereeaan SUGAR BEET........... cereerenaan SUCAR CAMNE......coco...

i Produzer  ..... Production. ... Producer ..... Productiona.....

: Price ("C0C 2t (*000 = Price (°000 mt (*00C =t

¢ YEAR (Dh/mt) beets) raw sugsr) (Oh/ut) cane) rew sugsr)

. : 1983 §9.9 71.9 11.9

1984 59.0 120.¢ 9.3

19685 9.0 173.% 23.6

1388 60.0 38E.9 80.4

: 1987 60.0 414.3 68.4

1968 60.0 1.3 142.2

: 1589 80.0 879.7 145.2

: 1970 8c.0 1127.1 186.0

' 1971 80.0 1§78.2 260.4

(o 1972 80.0 1888.7 278.8

. 1972 an 0 14786 244.0 §9.0 9.1 1.0
1974 76.0 1961.9 322.1 69.0 26.1 z.8
1975 98.0 1794.4 296.1 85.6 83.0 6.6
1976 8.0 2174.0 3887 85.0 77.6 8.1
1977 98.0 1458.8 240.7 85.0 177.4 18.8
+978 115.2 2308.7 380.9 81.3 333.9 36.1
1979 116.2 2375.0 391.9 81.3 293.3 5.8
1980 135.0 2193.3 361.9 9.9 378.2 9.4
1981 135.0 2114.7 348.9 95.0 622.4 85.4
1982 1£5.0 2313.6 381.7 106.0 617.4 54.3
1982 166.0 2689.1 427.2 106.0 762.8 80.1
1584 176.0 25258 416.8 120.0 799.0 83.9

Note: Production converted inte theoretical raw sugsr equivalent assuming the
following sugar contents: 18.5 percent for heet and 10.6 perceat for
sugar czne. From this theoretica!l sugar content, the sugar loss factor
écart technique) must be subtracted to estimsted actual production.

Border Price Equivalents: Producers

Imports are executed by the QOffice Hational du Thé et du Sucre (ONTS).

Actual landed CIF price dats are availabie from 1960 to the present from ONTS.
These prices. once converted to their farmgate (sugar beet) equivalents on the
basis of the interventions prevailing in the Moroccan sugar industry.78 Other
key corrections are made for port charges, milling charges and charges for

collection and delivery of beet to the mill.

78 Por a more detailed description =f the Moroccan sugar sector see
World Bank/EMENA, Agricultural Prices and Incentives Study, (2 vols.), Report
No. 6045-MOR, January 21, 1986.
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Port charges include losses of 2 percent, handling, port area transport
for 25 kilometers, miscellaneous and firancial charges inclusive of service
charges. Sugar ex-port is delivered to mills at a distance of on average 100
kilometers from the principal ports. Only the sugar mills and refinery at Tadla
are at a distance greater than 100 kilometers. Imported raw sugar was assumed
to be refined at 750 Dh/ton in 1984, adjustcd by the Morcccan CPI to estimate

the refining cost in cther yea:s.79

Of major significance to this study is the choice 0 metnad fur cuive ling
raw sugar prices at the border into farmgare equivalent sugar beet prices. The
issue revolves around an assessment of domestic agro-industrial efriciency. .t

applies rherefcre to all wnalyses of crops which underge agro-indusszrial

trznsformation, not merely te the Moroccan case. In many agricuitural analvses

Two different methods were evaluated for use in
international referernce refining margin can be deducted from the berder
fcr raw sugar 1in order to deriuve the eguivalent veferance nrice for rthe raw
material, sugar beets. Alternatively, border prices can be converted into

domestic beet equivalent prices by applying the a-e-age observed miliing margin

in Morocco which, beczuse of the share of the more expensive trangformation inte

-
[+

H
fo
re _r" A

® »n

(@]

79 Morocco's actual refining costs in 1986 were on the o.der of
Dhjten. The additional 60 percent cost is explained by the fact zhat the
product from the sugar refining process in Morocce is "sugar lcaf', a non-t
cormodity, which essentially requires twe rounds of vefining. Refini
in the 1q'egtated mills in Morocco uhxch preduce g*anulahed white s
other hand, are much cisser to international norms. :
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sugar lcoaf, is significantly above the international margin which is fo
: granulated sugar only. Depending on which method one applies, Moroccan suga
production is {international margin metho.) or is not (observed domestic margi
method) an efficient joint agricultural/agro-industrial activity. While th
domestic refining margin method is discussed below, the international referenc

refining method is applied in this study, as the issue of domestic agro

Iziency is not under consideration here.
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18974 throug:: 1984, are analyzed and the net costs of processing, expressed

™)

eccnomic terms (corrected for distortions from border prices and for domestls

5

: taxes or subsidies), are estimated for each mili.®Y In addirion, average cos
data for the three refineries processing domestic raw beet sugar is availabdl

for the pericd from 168C to 1984. An average cost cof domestic sugar milling

sugar refinery. The net difference between the raw sugar berder price at ex
HE 1 A eh Anm . -1y A ie W anamic wals P [ |
mill and the domestic milling margi~ Is the economic value c¢f the non-trade

89 mary input valu

P

Net costs are = {variable costs + fixed -osts - pr

- by-procduct vaiue).

he!
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lcading, tructking and losses of S percent are deducted from the value of sugar
beet at the pili gate to arrive at the farm gate border pr.ce equivalent of beet.
In years of low world sugar prices, this method yields negative wvalue-
added and therefore negative residual sugar beet value, suggesting that infinite
protaction is paid to Moroccan sugar beer producers in those years.

Internaticnal Reference Refining Margin

Alternatively, instead of applying actual observed sugar millipg margins

from Morocco the border price equivalent of raw sugar at the farm gate can be

derived by neing & reference milling margin, representing efficient processing
costs (i.e. assumed to be non-distorted) in the international market. Such
‘nformstion is rather difficult tc gather. In this study & milling margin of

75¢ Dhjton is subtracted from the border raw sugar price adjusted to ex-mill to

estirmate the miil gate sugsr beet equivaient price.al Adjustments for collecticn

and losses between mill gate and fsrm gate are then made as above. Resulting
e

dorder equivalent producer prices are presented in Tables I11.2 (CER) and III.

{EER) below.

81 Personal cosmunication with the directors of the Mcroccan Sugar
Industiry Association is the source of this reference milling margin for 1884,
The marginzs in other years are derived by deflat.ng the 19&4 velue by :he

Moroccan CFI,
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Domestic Prices: Consumers

Consumer prices are reviewed ammually by the Iaterministerial Pricing
Committee of the Ministry of Economic Affairs, although, as is seen in Table
I1T1.4 below, they are adjusted infrequently.

In 1984 the official wholesale price differential between granulated
and loaf sugar was 1.20 Dh/kg. The structural cc.c difference for this year,
however, was cnly 0.50 Dh/kg. Thus, largely as a response to this artificial
price cifferential -- the granulated o 1czf wheolessle consumer price ratio
reached 1.46 in 1984 -- consumgtion has tended away from sugar loaf towards

granulated and cube sugar. Sugar loaf cousumplion Las Jel

Y P K -
lized £z 895 gercent

1

in the 1960s to less than 60 percent in 1984.

|
TAS.E I1I.4: SUGAR CONSUMER FRICES (Dh/kg, annual average)

Gran/Losf Average
SUGAR LDAF GRANULATED C r Zo

YEAR (Wholesaie) (%X ) (Wholesale) (%) Price Ratio Price
1962 1.00 82.8 .99 17.2 -9 1.00
1963 1.23 83,6 1.08 17.0 .96 1.12
1964 1.62 84.9 1.49 18.0 .92 1.59
1968 1.84 5.3 1.89 147 .92 1.82
1366 i.84 88.3 1.89 137 .92 1.82
1967 1.8¢ 85.0 1.69 15.0 .92 1.82
1988 1.84 §6.3 1.89  14.7 .92 1.82
1969 1.84 86.8 1.89 144 9”2 1.82
1970 1.8 84.3 .69 187 92 1.82
1971 1.76 83.0 1.60 17.0 .91 1.73 )
1972 1.49 82.3 1.34  17.7 .99 1.46
1972 1.62  20.9 1.34  19.1 .e8 1.48
1974 1.79 78.0/ 1.3 22.0 76 i.85
1978 1.79 76.8 1.4 232 .76 1.89
1978 1.79 71.2 1.3¢  28.8 .75 1.68
1977 1.79 86.3 1.34  34.7 .75 1.63
1978 1.79 &8.0 1.34 32.0 76 1.86
1979 1.86 67.6, | 1.38  32.4 .78 1.70
3980 2.21  64.9 1.5 35.1 .78 2.02
1981 3.07 e€5.8 2.40 34.2 .78 2.84
1982 3.31 5.6 284 344 .20 3.08
1983 3.49 81.7 2.64 38.3 .78 3.1e
1984 5.86 68.0 2.84 42.0 .69 3.34

Source: Suger Industry Association
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Border Price Equivslents: Consuners

-

Unlike the producer border price cosiparisons which are made for one
product, raw sugar, consumer price comparisons need to be made for two
commodities: sugar loaf and granulated sugar. However, sugar loaf is not a
traded commodity and very few nations produce sugar loaves. Thus the issue of
the appropriate reference milling cost for sugar loaves arises. The assumption
tkat was retained for this study ensues from a study by the Moroccan sugar
industry. It indicates that loaf production costs sre 50 to 75 percent above
the cost of an efficient gran: lated sugar-producing mill. A scalar of 1.75 was
assumed for the entire periodwi.h pt;'oduction costs weighted by the annual sharzes

of loaf and granulated sugar consumption. The border price equivalents to

consumers are presented in Table III;.S (OER) and III.6 (EER).82

82 It ckould be noted that suger is impcrted by the state monopoly,
ONTS. Preliminary analyses of import unit costs for the last 15 years have
indicated that Morocco buys raw sugar by as much as 10-20 percent above the
International Sugar Organization quoted prices delivered in Morocco. Tie border
prices presented in this study sre the actual recorded landed unit values.
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ESTIMATION OF THE NON-AGRICULTURAL PRICE INDEX

E The non-agricultural price index for Morocco was derived from national
i accounts data disaggregated by sector. For these data, the share of gross
domestic product contributed by the agricultural sector was deducted, and the
£ remaining sectors -- mining, wmanufacturing, construction, utilities, commerce,
puvlic administration and defense, and other -- were re-weighted at constant
factor prices to estimate a “non-agiicultural GDP deflator~ (H.‘JU It is this
deflator which serves as the non-agricultural price index for;comparisons at
|

prevailing domestic prices and at border price eguivalents esti:%nated using the
official exchange rate. This index is given in column (i) of Table IV.1 below.

For price comparisons which correct for government tradj:e and exckange
rate rolicy interventions /*indirect effects®), the non-agricultuﬁral price index

|
was decorposed into iis tradadle and non-tradable components. The tradable

sector consists mainly of mining (essentially the phosphace a}nd derivatives
sector) and manufacturing. Construction, utilities, commerce, housing and
administration were considered to be non-tradable sectors.

Two adjustments were made to the tradable component of _he néu-agri cultural
price index. %Tae first corrects for trade policy distortiouns by ‘dividing the
tradable non-agricultural GDP deflator by the uniform tariff eciuiivalem:. The
second adjustment corrects for exchange rate distortions by multiplying the
adjusted tradable non-agricultural GDP deflator by the ratio of the equilibrium

exchange rate to the nominal official exchange rate. The tradable and non-

tradable non-agricultural GDP deflators are thern weighted by their relative




This adjusted
the

This latter index is
RATE

) of table IV.1.

186
non-agricultural GDP deflator (NA*), which corrects for both trade and exchange
ii

icsitern] OOP Jefiztor)

THE MOW-AMRICULTURAL PRICE TNDEX

TARE Tv.1:

shar:s in the aggregated non-agricultural GDP deflator and summed.
ate policies, is presented in column (

-

appliéd to price comparisons made using border prices calculated at

equilibrium exchange rate.
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Annex Five

STATISTICAL APPENDIX
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TABLE V.2; PREVAILING QELATIVE PRICES tindices. {781=100!

= TSR SL IS TILIILI ST IITIT T TSTEN

teeeasesess. PROMCER PRICE MATIOS....ovuvnnnne cevmsrenananns COWGUMER PRICE RATIOS..... cereeen .

Saft W/ Hard W/ Soft W/ uriev/ Saqar Soft Wt Hard Wt S W Flr/  Barley  Sugar!

rEAR A WM Hard & W et/ FlogriWA Flowr/™% H b Flr Floer /WA -

* 1969 103 107 9% ! wA 12 o7 123 el ‘A

1981 108 013 M 2 k3% 110 Al 97 119 na

E 1952 192 H i 161 A 108 126 1] 1% e
P 1983 100 i 100 ! 100 100 160 100 100 !

P 1964 100 k) 103 kel % % 97 » 9% H |

i 1963 L) 't s e °2 ez 108 ) 198 1!

19 104 119 ko] 128 % 94 109 8 i2 153

i 1967 109 143 n ! 7% e ] 13 83 174 154

1958 103 { 8l 1% ) 9 128 7 146 )

1959 87 i) 1 s 80 i 124 101 0 129

1979 35 81 15 4 8 b 91 "% 79 i

1971 ] 87 102 9% 18 8% %7 99 ™" 113

1912 - B 2 193 93 7 83 82 101 3 Lol

1973 87 84 104 13 1 ] M % 128 2

1974 94 9 35 155 3 85 97 8 182 %

1973 9 120 7 lig %9 a4 118 72 133 8¢

1574 b 2 *3 156 97 81 127 83 139 B

1577 13 101 112 198 8 b 100 3 103 1

ta7q 19% 19 e 153 37 Y lis b 142 Y

1979 121 110 1t 14 N 83 108 8 132 83

1990 132 107 124 130 87 54 105 51 123 58

1981 128 2 103 151 8 70 121 54 141 37

1382 23 i3 81 200 33 63 1“7 5 181 §7

i9 20 12 L] 124 3 &9 1e S8 i1? a7

iTod 28 A kel 1h4 88 57 1 $2 158 3

————— e s o o e - —— - —
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TABLE ¥.4: RELATIVE PRICES IR THE ASSENCE OF DIRECT INTERVENTIOR liedices. 1963:i00)

% - S
p coavessnnevend-DRODIEER PNICE MTI0S..ccocuee-e. ceeneresseesas LCONGUNER PRICE RAYIOS............
g Soft Wb/ Mard W/ Soft W/ Barley/  Seqar Soft It Kard Wit SR FI/  Narley  Seqar/
AR " M Rerd W Sest/M  Flowr/MA Flow/M Wi Fir Flowr/M "
190 114 i 103 8s 118 1i4 105 108 8 108
: 191 119 153 n g 116 116 1 n " 103
1%2 1 187 % 104 1Y 1ii iie e or] oo
1963 108 100 1% 100 100 100 100 100 100 108
1904 ] 78 133 104 ™ ” n 138 183 199
19%8 ” n 1% 103 m " n 133 108 1Y)
1%4 108 78 141 124 114 19 i i% il :
197 18 8 17 103 ] 109 % 116 103 ”
1968 100 1] ] n 82 100 L 121 s -]
1987 fn st 132 n 59 L 1] ot 1344 n s
1970 -] 3] 131 n 9 ] o 13 n ) |
1371 n %2 134 N s n ] 153 97 (]
12 " [ 134 7] 140 L] vy 133 7] 107
(3721 163 158 103 93 160 H 1 1% 103 b1 13
1974 144 13 108 13 43 s 133 108 2 e
; 1975 1e 1t 1 100 700 i 119 1% 108 7. ]
! 1974 109 70 143 n 862 108 79 192 n 313
3 m Al 6l i% 8i 133 7 8 129 9 199
1m 81 62 132 63 n 8t 82 131 &3 -]
‘ 2. 37 7 1 o5 b3 % b § ¥, ] (] i |
1% ] o5 100 163 0 9 -] 108 102 1%
R ” s 115 L7 m ” 5 1S ” %
1M n 74 124 % 164 7] ¥ 28 % ]
1993 112 9N 119 123 105 n % 1y 123 110
- 194 123 105 1ue 119 fé 123 108 1 110 m
eemesmansaem——an {

[

£ S, P g e, ¢
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TABLE ¥.7: RELATIVE PRICES IR THE ABSEMCE °F ML INIERYENTIOR (indices. 1963<1631

coravesr PROBUCER PRICE MTIN........

eonsuncee, JLOMSUMER PRICE RATIES......

Soft W/ Nard M/ Barlev/ Sugar Seft Wt Rard Wit Rartey  Soqar/
YEAR n » M Seet/W Fiow /W Flowr/M& Flom M "
1960 131 111 -] 114 14 3 ] 106
19%1 m 15 " 10?9 i10 14 a 104
172 12 1n7 19 9% 112 12 184 »
1963 108 1% 100 109 108 19 108 109
1] I n S m2 % 7t 103 ]
1NS n n 104 »2 n n 104 168
1% 10?7 Té ¥} 118 107 & ”" 10
1%7 10t % 163 83 "W “ 13 L7]
13-4 102 84 3 87 102 ] 2] ]
19%9 n & 14 o " 3 14 i1
197¢ | &7 F& 78 ] (Y4 74 L
17t R 4l 104 3 2 o 104 L, )
m " 10 87 159 “ n 87 13
1973 1 174 102 §77 1 73 1131 1
197¢ 15t 1% 12 432 1% 13y 126 29
973 9] L1} 108 874 13 9% 138 m
197 103 83 s 538 10% 53 & A |
917 ] b 6 1% 5 b+ n 118
178 L1 n 7S 9 7 n 73 9%
{ere 121 ] " 103 87 117 9 {03 . |
199 11t 78 2t 281 A i i H
19! i02 i 103 n 1€2 8 107 3
1982 % T 108 i 54 b 100 1o
1983 119 9 130 %3 1.9 100 1% 1
1704 121 102 108 e 1 ¥4 102 108 311
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TAILE V¥.10s TETAL EFFECTS OF INTERVENTION 8K WL/E-P28ED IN SUGAR

VALUE AROED VALLE ASOED ((PR(d)/PRAY -
at BOMESTIC at woRLd (VAL/PNAS 1)) /
PRIZES P FPRICES PWAL  VMQ)/PWA  VAS/PRAS {WAL/PNAS)
YEAR 1) (i) {1i1) (iv} ty} (v} {vii)
190 59.8 72.4
1981 n.2 73.9
1962 /X 71.3
1983 R 31.3
1964 81.¢ 3.9
1983 £4.3 88.8
1766 83.5 87.0
1987 82.17 8.1
1968 3.4 86.4
1969 100,0 103.¢
1970 M.z 1024 3.3 197.1 .43 .29 .48
17 4.2 105.2 1.5 108.% .37 B .02
1972 8.4 108.4 835.8 117.9 .33 .73 -9
1573 4.7 112.5 110.4 126,90 .37 . -.58
1974 8.8 138.7 I51.8 4.2 .38 .33 -.13
1973 5.6 141.3 506.9 119.8 46 4.93 -.59
197% Ty, $48.0  145,¢ .81 3.73 - "
7 8.9 H.é 5.8 162.8 .36 .58 -.38
e 3.9 175§ 55.6 185.4 .42 .30 N’
197¢ 76.% 1.7 5.9 2:%,7 & .22 .70
1990 3.4 206.5 26%.6 225.1 .43 1.1 -.462
1981 0.8 0.1 438.2 226.3 .18 1.9 -.12
b -#4 3%.2 28M.: e .38 .57 -3
1983 6.5 753.0 .6 2108 .30 A8 9
1904 3.4 23.2 $5.3 258 32 2t .12

NOTES: Data to estisats valee added prior to 1970 are sot availsdle.
Sowrce for colems (i) is asmex Tablc V.8,
Sowrce fer coivam (iii) is ammex Table V.9,
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TABLE VIl TOTAL CONSUMPTIOM EFFECTS

............................

ACTUAL CONSLIDT{IN ( ‘CO0mt }
Soft Shidard uh Sarley

..... [MCREMENTAL NOK-INTERVENTION CONSUIWTION ¢ "cCOat' ... ..

Soft #h flowr

Hard éh flour

Bariey flogr Sgar . vaw!

('oocat) $dif (ooowt) 8 dif (200t} € 4if {*200eti ¢ uif

flour flomr Floyr Suger

1758 0 @ RIY)] m ¥ b1 4
TS SR TC Y'Y B S 5 I
1952 a1 ¥g a0 T
193 35 8lg S60 9 i b} 4
1704 Sie 37 s "
1965 S08 A9 187 7 2 b} 4
1954 836 A2 N -6 -a3
1967 Hé 817 1548 381 -2% -1
108 i’a 134 (b e -18 -
1969 357 7 sS4 421 S i3
1970 580 991 63 4% -o4 o}
197} 787 lue 747 4S5 o

1972 701 117 "19 405 3 It |
1973 1660 2 30 MM -2% 0 -H48
1974 1099 962 T4 S4b =218 -i0%
175 e 879 47¢ §12 -1 -1
197y {4 {213 35! S7 -HS  -108
1977 1453 ’5¢ 415 <7 -3 -3
1°°8 '3% 1904 494 «42 -tid -31
1T LA8s M $:% 57 -330 -8
1994 1494 793 o a84 -2 -8
1981 ' 387 457 Eal 439 -0 -8
1992 1533 90 398 440 274 -8
1983 2039 363 %9 293 -2 -
1084 ax s 482 n -i34 -l5%

-4
-81
-S3
-3

0
109

58
H
14y

i@

?
i

17

s
.

-

-83
-2
-4%
-9%
3%
i}
2%
15%
th} |

.

i
12
Y
3
-258
-i3g
-48
268

j b4
ia

243
108
-2
1
3

-2 -5t ’ k4
3 i ? |

X § ¥ .8
-103 -9 B |
-112 -8 E I, {
- -t i3 1
-5 -3 I
85 148 13 3
17 188 LY 38 {
=117 -8 FLTEE

[
(=]
et
-
rel

-85 -1

S I A RN H
-§7  -12% 35 1
-16 -4% 3 1
-¢0 -3 -4 -*%
-49  -10% -2 %
123 143 -233 -4

e s -4 -3
IS § 3 I}
SRR § 43 R

9 2 -3t 3 4
175 5% ) H
-s7 -.33 B | 1

% 1}4 Iy -3
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