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CURRENCY EQUIVALENTS

DH 1 = US$0.2169
DH 4.61 = US$1
DH 1,000 = US$217
DH 1,000,000 = US$216,970

WEIGHTS AND MEASURES

Metric System

i Quintal (ql; plural qx) = 100 kg

ABBREVIATIONS

BNDE : Banque Nationale pour le Developpement Economique
CGEA : Centrale de Gestion des Exploitations Agricoles
CLCA : Caisses Locales de Credit Agricole
CNCA : Caisse Nationale de Credit Agricole
OCE : Office de Commercialisation et d'Exportations
OCIC : Office Cherifien Interprofessionnel des Cereales
SOCAP : Societes de Credit Agricole et de Prevoyance
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

SUMMARY AND CONCLUSIONS

i. This report appraises a Second Agricultural Credit Project for
which an IBRD loan of US$24 million and an IDA credit of US$10 million

equivalent are proposed. The First Credit Project (Loan 433-MOR, US$10 million)

was a 3-year agricultural development project, completed in 1969, with a

total cost of about US$26 million, covering medium- and long-term loans to

farmers and institutions, for machinery and equipment, and processing and
storage facilities, to help improve agricultural productivity. This second

Project, a 3-year development program, would finance medium- and long-term

investments for mechanization of grain farms (where productivity is currently

very low); development of citrus and winter vegetables, dairy and cattle/

sheep operations; and provision of marketing facilities. Agriculture is the

most important sector of the Moroccan economy, providing employment for

about 60% of the active population, accounting for 28% of GDP and contributing

54% of export receipts. Accordingly, Government continues to give high
priority to its development including the diversification of agricultural

production and production of export oriented crops. The Project aims at

assisting this development process. The Caisse Nationale de Credit Agricole

(CNCA) would be the borrower of the Bank loan and be responsible for Project

administration. Government would be the borrower of the IDA credit.

ii. Estimated cost of the Project is US$69 million, with a foreign

exchange component of US$34 million (49%), which would be met by the

proposed loan/credit. The Bank loan would be extended to CNCA at 7.25%

interest per annum and would be repaid in 15 years including 4 years of

grace, while the IDA credit would be passed on to CNCA as capital. Government
would bear the foreign exchange risk. Farmers and other borrowers would

contribute 30% of the cost. CNCA would contribute the balance of 21%. Terms

of loans to farmers and other borrowers would vary from 4 years for winter

vegetables to 12 years for citrus development. CNCA would ensure that bor-
rowers received adequate seasonal credit to enable them to obtain full

benefit from their investments. All borrowers having a fiscal income of

DH 6,000 and above, and those obtaining loans for mechanization under the
Project, would be charged 8% per annum, while those having a fiscal income

of less than DH 6,000 would be charged 6.5%. About 53% of Project costs

would be for grain farm equipment; 22% for citrus plantations; 13% for
winter vegetable production; 10% for dairy, beef cattle and sheep operations;

and the rest (2%) for marketing facilities. Project loans for marketing
facilities above US$110,000 equivalent would be submitted to the Bank/IDA for

approval. CNCA has competent management. Its financial situation was not

entirely satisfactory but some corrective measures have been taken and arrange-

ments are satisfactory for effective Project implementation.

iii. The range of items to be financed under the Project is varied,

the quantities to be procured by individual farmers are small and not

suitable for bulk procurement, and the farmers' own choice is essential.
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A sufficient number of Moroccan and foreign firms are represented, assuring
satisfactory competition. Procurement would therefore be through normal
commercial channels, as in most agricultural credit projects. Tariffs
and other taxes account for about 12% of tractor costs and 22% of combine
costs.

iv. The Project would expand financial support for farmers in the
modern sector and would assist farmers of agrarian reform cooperatives to
make the transition from the traditional to the modern sector. By encouraging
investment and modernization it would help accelerate growth in agricul-
ture, which for the past decade has grown more slowly than other sectors.
The incremental production generated by the Project would increase (a) cereal
and milk production for import substitution; (b) beef and mutton supplies
for the expanding local demand; and (c) fruit and winter vegetable supplies
for export. At full production it would improve Morocco's annual balance of
payments position by an estimated US$24 million.

v. The investments under the Project are technically feasible,
with financial rates of return ranging from 20% to 43%. The economic rate
of return of the Project as a whole would be 18%. The Project is suitable for
a Bank loan of US$24 million repayable over 15 years, including 4-years grace,
and an IDA credit of US$10 million on IDA's usual terms.



MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

I. INTRODUCTION

1.01 In 1965, IBRD agreed to lend US$10 million to the Caisse Nationale
de Credit Agricole (CNCA), which is a statutory body responsible for agri-

cultural credit, to help finance a 3-year development project, costing
about US$26 million. The project (Loan 433-MOR) included medium-and long-term
loans to farmers and institutions for on-farm machinery and equipment, pro-
cessing and storage facilities. The Loan became effective in February 1966,

and despite difficulties and temporary suspension in 1968 (para 2.19), was
fully disbursed by September 1969 (for further details, see paras 2.16 to
2.20).

1.02 Apart from the above loan, IBRD has made two irrigation loans to

the agricultural sector: Loan 389-MOR (1965), Sidi Slimane for US$17.5
million; and Loan 643-MOR (1970), Sebou for US$46.0 million. The Sidi

Slimane project was satisfactory for civil works and agricultural production

but difficulties arose with regard to management and coordination. For the
Sebou project, US$5.4 million had been disbursed by the end of April 1972.
Construction of the dam is progressing satisfactorily, but the implementation

of some other parts of the project, particularly land consolidation, reorgani-
zation and redistribution, is somewhat slower than orginally expected.

1.03 The FAO/IBRD Cooperative Program helped CNCA prepare this Second
Agricultural Credit Project and in October 1970, CNCA asked for a loan of
US$34 million towards financing it. This report is based on the findings of

an appraisal mission to Morocco in November/December 1970, consisting of
Messrs. von Oppenfeld and Stoneham (IBRD) and Messrs. Rava and Doreau
(Consultants), and an updating mission in April 1972, consisting of Messrs.
von Oppenfeld (IBRD) and Dockx (Consultant).

II. BACKGROUND

A. General

2.01 The Kingdom of Morocco has a population of about 15.5 million,
growing at a rate of 2.6% a year over the last 10 years. Most of its total
land area (440,000 km2) is mountain, forest and desert, and only 17% is
cultivahle. Seventy percent of the people.live in rural areas, while
Moroccan urban population is heavily concentrated in the six cities with
populations in excess of 100,000: Casablanca, Marrakech, Fez, Rabat, Meknes
and Tangier. In 1971 the per capita GDP was US$242.



2.02 Following the period 1960-1966 during which GDP in real terms
rose by 2.7% a year, it rose by 5.8% in 1966-1971 and a growth of at least
5% is estimated for 1972. Agriculture, which employs 60% of the labor
force and still accounts for the largest component (28%) of GDP and contributes
the major share of export earnings, remains the keystone of the Moroccan
economy. Annual fluctuations in the volume of crops, largely influenced by
rainfall, have pronounced repercussions on the entire economy and its rate of
growth. Government policies aim to reduce the dependence of agriculture on
climatic conditions by promoting irrigation, use of fertilizers and soil
conservation. Aside from agriculture, public investment has, in recent years,
concentrated on transport, mining and power, while private investment has
mainly gone into construction, tourism and industry.

2.03 Fundamental economic problems include the fast rate of growth of
population and labor force in relation to the growth of employment oppor-
tunities and the slow rise in agricultural production, particularly in the
predominantly traditional areas. The average annual growth of agricultural
output from 1963 to 1971 was 3.2%, thus lagging behind that of the overall
economy.

B. Agriculture

2.04 A detailed background to agriculture is in Annex 1. While about
17% (7.7 million ha) of the total land area is cultivable, only three-fourths
of the cultivable area is in use in any one year, due to the extensive
alternate year cropping system, which keeps over 2 million ha in temporary
fallow. Major farm areas are between the Atlantic coast and the Atlas and
Rif mountains within the zone that receives from 400 to 600 mm of annual
rainfall. Climate is Mediterranean in the north, becoming increasingly arid
towards the south. In the extreme south and east of the Atlas, the desert
climate limits land use to oasis-type cultivation and extensive stock breed-
ing. As in the other countries of North and Northwest Africa, Morocco's
annual agricultural production is heavily dependent on the weather. There
was a record harvest in 1968, and above average harvests from 1969 through
1971.

2.05 The principal reason for the slow rate of growth in agriculture is
low productivity of cereal and livestock farms in the subsistence-oriented
traditional sector. In addition, Government's concentration on major
irrigation works (60% of agricultural investment over the last decade) has
not yet resulted in substantial production increase, partly because of the
time lag between construction of major works and on-farm development, and
partly because of the difficult task of inducing traditionally oriented
farmers to change to modern crop regimes. More recently Government has
succeeded in stepping up the pace at which irrigated land is levelled and
equipped. It has also concentrated technical services under a coordinated
program in newly irrigated areas (Annex 1, paras 9 to 12). Major crops are
cereals (particularly wheat and barley), citrus, sugar beet, olives, legumes,
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grapes, tomatoes and potatoes. Livestock products account for about one-third
of total agricultural production. The most important export crops are citrus,
tomatoes, other vegetables, cotton and diminishing quantities of wine.
Processed exports include canned fish, fruit and vegetable juices, dried
vegetables and cork. Over the past 5 years the value of agricultural
imports has averaged about half the value of agricultural exports. Imports
include sugar, food oil, tea, soft wheat, butter, cheese, milk and coffee.

2.06 The modern sector, which occupies about one-fifth (1.4 million
ha) of the cultivated area, produces about one half of the exports, and has
been growing at an annual rate of 9%. About half of the land in this sector
is occupied by medium- and large-scale Moroccan farmers, and one quarter by
European settlers. Of the remainder, about 250,000 ha (formerly farmed by
foreign settlers) are owned by the provincial authorities, and are scheduled
for redistribution to small Moroccan farmers in units of about 5 ha irrigated,
15 to 20 ha rainfed, in accordance with the Land Reform Act of 1966. Farmers
benefitting from the land distribution are organized in service cooperatives.

2.07 Under the current Five-Year Plan, 1968-1972, there were 4 pri-
orities within the agricultural sector: (a) intensification of production
through irrigation; (b) progressive improvement of traditional rainfed
agriculture; (c) extension of soil conservation; and (d) livestock develop-
ment. Large irrigation schemes, which account for about 60% of the planned
agricultural investment, have received the highest priority. According to
the Plan about 550,000 ha would be irrigated by the end of 1972, including
areas to be watered from major works still under construction and those re-
ceiving only intermittent irrigation from traditional schemes.

C. Agricultural Credit and Subsidies

Banking and Credit

2.08 Details of banking and agricultural credit are in Annex 2. Commer-
cial banking is regulated by a 1967 decree, administered by the Minister of
Finance through the Bank of Morocco (Central Bank). There are 18 commercial
banks and some 8 specialized institutions for financing industry,
agriculture, tourism and commerce. Of these, the Banque Nationale pour le
Developpement Economique (BNDE), which finances industrial development, has
received 5 loans from IBRD, totalling US$117 million.

2.09 At the end of 1971 total outstanding bank credit was DH 3.3 billion
(US$716 million) of which about 70% came from commercial banks and the rest
from the specialized institutions. Of the total, about three-fourths was
short-term (less than a year). Credit to industry was 44% of the total,
to commerce 21%, and to agriculture about 17%, with smaller proportions for
hotels and transport.
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Agricultural Credit Background

2.10 By the early 1960's the complex agricultural credit system had
deteriorated to such an extent that in 1962 Government established a new
system under which CNCA was set up and became the principal credit source
for commercial farmers (Annex 3), while small farmers (those with an annual
taxable income 1/ of less than DH 1,400) continued to obtain their credit
through Societes de Credit Agricole et de Prevoyance (SOCAP). SOCAP advances
have been designed to assist subsistence farmers. The more important credit
sources at present are CNCA (on its own and government account), commercial
banks, suppliers and equipment dealers. At village level moneylenders and
merchants remain a substantial source of seasonal credit, but its magnitude
is unknown.

2.11 In mid-1967 Government set up Caisses Locales de Credit Agricole
(CLCA) to provide both seasonal and longer term credit to farmers with an
annual fiscal revenue of between DH 1,400 and DH 4,000 under simplified
procedures, which did away with individual appraisal of loan applications.
CNCA was appointed to operate CLCA. In addition, CNCA is financing farms
taken over from foreign settlers and (since 1966) managed by the provincial
governments.

Impact of Credit

2.12 At the end of 1971 agricultural credit outstanding for production
and marketing through CNCA and the commercial banks was about DH 597 million,
of which about 73% was seasonal. CNCA's share was about DH 340 million
(57%), of which just over half was seasonal.

2.13 The principal credit institutions together made about 230,000 farm
loans in 1971. The institutions involved were: SOCAP and CLCA reaching
about 208,000 small farmers; the Centres de Mise en Valeur in irrigated areas,
reaching about 60,000 farmers; and CNCA lending to about 12,000 or 32% of
38,000 farmers whose farms generally range from 5 to 50 ha of irrigated land
or 15 to 200 ha of dry land, with a fiscal revenue above DH 4,000. To make
additional farmers eligible for its loans, CNCA has recently instructed its
branches to approve loans to farmers whose fiscal revenue exceeds DH 3,000,
if their individual farm plans meet the essential criteria of loan appraisal.

Interest Rates

2.14 Annual interest rates for agricultural credit loans vary from
3% through SOCAP, 4% seasonal and medium-term through CLCA, to 6%
seasonal and 6.5% medium- and long-term through CNCA 2/. Commercial banks

1/ Taxable income is the assessed amount of a farmer's income for taxation
purposes. In very general terms, it currently averages around 40% of
his annual gross income, but there are marked variations in different
districts.

2/ Medium-term: 1 to 5 years; long-term: over 5 years.
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charge around 8% for seasonal loans, and do not usually finance longer
term. These rates compare with 7% charged by BNDE for industrial development
loans 1/, 6.25% (discountable) to 7.75% (non-discountable) by banks for
commercial credit, and from about 8% to 12% for advances against goods.
In 1969, the estimated weighted average interest rates charged by the
specialized banks was 5.7%, by the commercial banks 7.1%, and by all banks
(excluding the Bank of Morocco) 6.8%. The basic discount rate is 3.5% per
annum, but CNCA enjoys a special rate of 3%.

Subsidies

2.15 Under the Agricultural Investment Code of 1969, subsidies are
given for fertilizer, farm machinery, forage production, selected wheat seeds,
and for plantations, with minor amounts for on-farm improvement, draft
animals and equipment, aimed especially to improve the traditional rainfed
agriculture. They can be given to owner and tenant farmers and to groups
of farmers 2/, and vary from 10% for machinery to 60% for selected seeds.
Subsidy payments 1968 through 1971 are shown in Annex 1, page 6. Subsidies
for mechanization would, to a large extent, offset import duties and other
taxes levied on farm machinery.

D. Evaluation of First Credit Project

The First Project

2.16 The project was a 3-year development program by CNCA costing
DH 130 million (US$26 million), of which DH 30 million was to be financed
by participating farmers. The lending program (DH 100 million) consisted
of Part (A) on-farm development (DH 60 million) involving land improvement,
farm buildings, machinery and plantation development, and processing and
storage facilities; and Part (B) farm machinery and equipment (DH 40
million) for the Centrale de Gestion des Exploitations Agricoles (CGEA),
the agency then responsible for managing more than 200,000 ha of land taken
over from European settlers. The Loan became effective in February 1966.

2.17 Part (A) was intended to encourage on-farm development in the
private sector, where productivity had been stagnating, and to strengthen
CNCA's ability to meet agricultural credit needs. Part (B) was to enable

1/ These rates were 8% from July 1, 1971 and 9% from January 1, 1972.

2/ Mainly "groupements de mecanisation", consisting usually of 5 to 10
farmers forming a group to purchase a tractor or combine. The group
is registered with the Ministry of Agriculture, has legal status, and
is required to keep financial records and machinery log books. Groups
also include agrarian reform cooperatives formed under the land reform
and settlement programs resulting from the Land Reform Act of 1966
(para 2.06).
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CGEA state farms to replace their worn-out farm machinery. European settlers,
expecting their departure, had not maintained and replaced their equipment.
Since CGEA farms included Morocco's most fertile land, maintaining its pro-
ductivity through equipment renewal was of high priority.

2.18 Initial progress of the project was disappointing. On-farm invest-
ment loans (Part A) lagged behind schedule, mainly because CNCA's shortage
of qualified personnel and successive changes in its management had resulted
in inadequate contact at the farm level. Moreover, substantial changes had
occurred in credit policy and programs, seriously affecting CNCA's financial
soundness. Loans outside the project (at 4% interest) were disbursed through
newly established branches of CLCA without on-farm appraisal, although
approved by local loan committees. These changes, on which IBRD had
not been consulted, had adverse effects on CNCA's staff and financial
resources.

2.19 Investments under Part (B) were made on schedule and 90% of
this loan portion was disbursed as of December 31, 1967. However, CGEA
had been dissolved as of November 1967, without prior notification to IBRD
and its assets were transferred to provincial authorities. Because of
these developments, the unused balance of Part (B) was cancelled and further
withdrawals under Part (A) were suspended (February 1968). IBRD
recommended that CLCA's operations be separated from those of CNCA, both in
staffing and financing, and that CNCA be paid a fee to operate CLCA. After
the Minister of Finance agreed to the separation and CNCA agreed to revise
its lending program, update its accounts and strengthen its staff, Part (A)
of the loan was reinstated. The Loan was fully disbursed by September 1969.
Since the reinstatement, CNCA's management and operations have improved
considerably, and this has been the main benefit of the project.

Impact

2.20 Available data permit only limited quantifiable evaluation of the
project's impact on development. Data furnished by CNCA are based on case
studies rather than on representative sample surveys. For on-farm invest-
ments which had not yet reached full development (mainly plantations) CNCA
could merely assume standards of performance observed elsewhere. A summary
of developments financed under the Project is in Annex 3, Table 7. The
three principal development categories were:
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Loans Loan
(Estimated Amount

Number) (DH millions)
On-farm development, involving about
8,000 ha: plantations, land improve-
ment, surface and groundwater irri-
gation and drainage 1,120 27.5

Farm mechanization, including packaging
equipment 1,550 58.8

Buildings and other minor items 1,600 9.8

Total 4,270 96.1

Based on its case studies and other observations, CNCA estimates that the
value added from the project during the 1969 crop season was of the order
of DH 20-25 million. Despite reservations about CNCA's sampling, this
estimate of the project's impact is considered reasonable. Under the
proposed second Project, arrangements are being made for more systematic
procedures to estimate the impact of investments under the Project.

III. THE PROJECT

A. Definition

3.01 The Project, which would be part of CNCA's lending program and
would be administered by CNCA, is the development of farm enterprises
selected because of their development potential and priority. It would
help finance, over 3 years, farmers' investments in: grain farm
development in rainfed areas through provision of tractors and harvesting
machinery; citrus development through groundwater and plantation development;
winter vegetable production through land and groundwater development; livestock
development including dairy, beef cattle and sheep fattening; and packers'
marketing facilities mainly for export produce. The Project would involve
about 8,000 loans to individual farmers, contractors and farmer groups.
Farms receiving loans would generally range in size from 5 to 50 ha of irrigated
or from 15 to 200 ha of dry land, as indicated in paragraphs 3.04 to 3.08.

3.02 The following table shows the expected investments:
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Aver- Total
Typical Farm Size Number of Loans age Invest-
Irri- Rain- Invest- ment
gated fed -------Year ---------- ment (DH mil-
(ha) (ha) 1 2 3 Total (DH'O00 lions)

Grain farm
equipment
Tractors &
attachments 100 1,050 1,150 1,300 3,500 39 136.5

Grain harvesters
& balers 200 130 150 180 460 70 32.2

Citrus plantation
development 20 100 120 140 360 196 70.6

Winter vegetable
production 12 48 200 250 300 750 54 40.5

Dairy farm
development 13 65 40 50 60 150 71 10.6

Beef and sheep
fattening 40 850 970 1,100 2,920 8 23.4

Marketing
facilities 6.0

TOTAL 2,370 2,690 3,080 8,140 319.8

B. Detailed Features

Grain Farm Equipment

3.03 Grain farmers investing in tractors and harvesting machinery
would be concentrated in rainfed regions averaging at least 400 mm of
annual rainfall, located mainly between the Atlas mountains and the Atlantic
Ocean (see Map). Their main crops would be hard and soft wheat, barley and
pulses, alternating with fallow in marginal rainfall areas. There is a
substantial demand for farm machinery among these farmers which would come
from three main farmer categories: (a) those shifting from animal-drawn to
mechanized equipment; (b) those whose need for mechanized cultivation and
harvesting has outgrown the capacity of the Government's tractor stations
to satisfy the growing demand for custom services; and (c) those needing
replacement equipment. The selective use of power equipment is especially
advantageous when associated with the other improved practices that would
be employed under the Project: use of high-yielding wheat seed, increasing
use of fertilizer and chemical weed control.
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3.04 About 3,500 tractors with suitable attachments and about 370 grain
harvesters and 90 balers would be financed. Tractor loans, averaging about
DH 27,000, are generally given to farms of from 50 to 150 ha; harvester loans
averaging about DH 49,000 to farms of about 200 ha with evidence that (with
custom services) about 400 ha would be harvested annually. Employment effects
of mechanization are further discussed in Chapter VI. Annex 4 gives further
details on mechanized grain farming.

Citrus Development

3.05 Development would be concentrated near Agadir, El Jadida,
Casablanca, the Gharb, Marrakech, Tada and Oujda. Some groundwater
development would be necessary in all areas not served by irrigation. About
7,000 ha of citrus would be planted; mainly "Clementines" (50 to 60%), late
maturing Navel and Valencia oranges (about 30%), and other promising export
varieties. About 360 farmers are expected to plant an average of 20 ha each
(range 5-50 ha), either for expansion of existing orchards or for establishment
of new plantations. Farmers would intercrop vegetables among young citrus
trees to help offset the high investment cost before the trees begin to bear.
Loans would average about DH 138,000 each, and would cover land and groundwater
development, planting materials, fertilizer, pesticides, machinery and labor.
Annex 5 gives details about the citrus industry.

Winter Vegetable Production

3.06 Development would be concentrated in the same areas as for citrus.
About 750 farmers would develop an average of about 12 ha each (range 4-20
ha) for intensive, export-oriented vegetable production. Loans would
average about DH 38,000 each, and would cover land and groundwater development
and mechanized equipment. Background about vegetable production and
marketing is at Annex 6.

Dairy Development

3.07 Development would be mainly near Casablanca, Kenitra, Marrakech
and Oujda. Loans would be made to about 150 farmers already established
on rainfed grain farms, and would cover: (a) pump irrigation (except
in areas already irrigated) on about 12 ha to ensure year-round supply of
forage (alfalfa, bersim, sudan grass), which would be planted to match
the herd build-up from about 12 to 20 dairy cows: (b) barn construction,
including watering and milk handling facilities; (c) forage harvesting
attachments for existing tractors; and (d) purchase of about 12 in-calf
heifers. About 900 of the 1,800 heifers required would be imported.
Loans would average about DH 48,000 each. Background about the dairy indus-
try is at Annex 7.

Beef Cattle and Sheep Fattening

3.08 Development would be over a wide area, including some mountainous
regions. Loans would be made to about 2,900 established grain farmers with



- 10 -

at least 15 ha of dry land and would cover construction or improvement of
fattening stables, including watering facilities. Loans would average about
DH 5,600 each. Purchase of feeder cattle and sheep would be outside the
Project, and would be financed by short-term loans from CNCA. Annex 8 gives
further details about production and marketing.

Marketing Facilities

3.09 Present facilities for pre-packaging, conditioning and packaging
are owned and operated by individuals, consortia of growers (cooperatives),
and commercial packers. There is a need in some areas for further capacity
for sorting, grading and packaging of citrus, tomatoes and other vegetables,
both for export and for sale in the larger urban areas. Although CNCA has
previously made loans for such facilities, it is difficult to estimate the
size and nature of future requirements and CNCA's experience in evaluating
them is limited. Assurances were obtained during negotiations that where
the total loan exceeded US$110,000 equivalent, the application, with CNCA's
technical and financial appraisal, would be referred to IBRD for its prior
concurrence.

C. Cost Estimates and Financing

Project Cost

3.10 Total Project cost is estimated at DH 320 million (US$69 million),
of which 49%, DH 157 million (US$34 million), would be foreign exchange, as
follows:

DH Million US$ Million Foreign
Local Foreign Total Local Foreign Total Exchange

Grain farm equipment

Tractors and attachments 50.0 86.5 136.5 10.9 -18.7 29.6 63
Grain harvesters and
balers 12.2 20.0 32.2 2.6 4.4 7.0 62

Citrus plantation
development 49.9 20.7 70.6 10.8 4.5 15.3 29

Winter vegetable
production 24.3 16.2 40.5 5.3 3.5 8.8 40

Dairy farm development 6.1 4.5 10.6 1.3 1.0 2.3 42

Beef and sheep fattening 18.4 5.0 23.4 4.1 1.0 5.1 20

Marketing facilities 2.1 3.9 6.0 0.4 0.9 1.3 65

TOTAL 163.0 156.8 319.8 35.4 34.0 69.4 49
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Estimates are based on present prices allowing for a 10% cost increase. All
figures are rounded.

Financing

3.11 Of the total Project cost, US$24 million would be financed by a
Bank loan and TJS$10 million by an IDA credit. The loan/credit of DH 157 mil-
lion (US$34 mdllion), /49% ' f Project eo. would cover the estimated foreign
exchange component. Farmers end commercial packaging firms would contribute
an average of 30%, and the remainder, PH 67 million, about 21%, would be
financed by CNCA. The financing of individual components would be as follows:

Total
Farmers CNCA Bank/IDA Project Cost

---------------- DH million ---- % of
total

Grain farm equl1ment
Tractors and

attachments 40.9 28.7 66.9 136.5 43
Grain harvesters

and balers 9.7 6.7 15.8 32.2 10

Citrus plantation
development 21.2 14.8 34.6 70.6 22

Winter vegetable
production 12.1 8.5 19.9 40.5 13

Dairy farm
development 3.2 2.2 5.2 10.6 3

Beef and sheep
fattening 7.0 4.9 11.5 23.4 7

Marketing facilities 1.8 1.3 2.9 6.0 2

TOTAL 95.9 67.1 156.8 319.8 100

Total in US$
million (20.8) (14.6) (34.0) (69.4)

Percent of total 30 21 49 100

CNCA would be the borrower of the Bank loan and Government of the IDA credit.
Government would carry the foreign exchange risk of the loan/credit. Loans
to farmers would be repayable over periods ranging from 4 to 12 years, i.-
cluding 1 to 6 years of grace (para 4.19). With loans commencing in
3 successive years, the last repayments to CNCA would be 15 years after
the Project's start, which would enable CNCA to repay the Bank loan within
the same period, with 4 years of grace (Annex 3, Table 9). Government
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would transfer the IDA credit to CNCA as capital. Assurances on the foregoing
were obtained during negotiations. If demand for credit under any of the
above categories should decrease, the amounts no longer required would, in
agreement with IBRD/IDA, be reallocated to other categories. The proposed
transfer of the IDA credit would pass on to CNCA the principal benefit of
the IDA credit and would enable CNCA to use farmer repayments for relending
for similar operations.

Seasonal Credit

3.12 For a successful Project, farmers and groups obtaining medium- and
long-term credit must be assured of adequate seasonal credit. This would be
obtained through CNCA's existing seasonal credit program which is
satisfactory.

D. Procurement and Disbursement

Procurement

3.13 The range of items to be financed is varied, and the quantities to be
procured by individual farmers are small and would not be suitable for bulk
procurement. Farmers would purchase the tractors and attachments, combines,
and pump sets of their choice through existing commercial channels. Major
farm machinery manufacturers from at least six IBRD/IDA member countries are
represented in Morocco, their prices are competitive and they have adequate
after-sale services through well established dealer networks. Tractors are
assembled locally, using a few locally manufactured parts. Most accessories
are made locally. Pump engines are imported while most pumps are made local-
ly. Duties and taxes, as percent of prices paid by farmers, range from about
12% for tractors to about 22% for grain combines. Although no difficulties
have been experienced in the past, assurances were obtained during nego-
tiations that Government would continue to issue licenses for importation
of tractors, harvesting machinery and pump engines in accordance with the
needs of the Project. Farm buildings are constructed by local artisans
or contractors. Dairy development would require about 1,800 in-calf heifers
(mainly Friesian), which would be partly supplied from Government and private
dairy farms. However, not all Project requirements would be readily available
locally. Provision has therefore been made for importing about 900 heifers.
Existing livestock procurement channels are satisfactory, but assurances were
obtained during negotiations that Government would import or authorize
private dealers to obtain licenses to import about 900 in-calf heifers for
farmers obtaining dairy loans from CNCA.

Disbursement

3.14 Disbursement categories are shown in Annex 9. While CNCA's commit-
ments under the lending program would be made over 3 years, disbursements to
borrowers would require about 3-1/2 years. Assuming a time lag of 6 months
between CNCA disbursement to borrowers and IBRD/IDA disbursements to CNCA,
Bank/IDA disbursement is expected to take about 4 years (Annex 10). IBRD/IDA
would reimburse CNCA 70% of individual subloans, against documents evidencing
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amounts paid in respect of subloans. In addition these documents would be
accompanied by appropriate statements evidencing the purchase of the goods
and services procured by the borrowers. The IDA credit would be disbursed
before the Bank loan and would be exhausted by the end of 1973. IBRD/IDA
would reimburse CNCA up to a total of US$34 million which represents the
estimated foreign exchange cost.

E. Organization and Management

Project Administration

3.15 CNCA, assisted as required by technical officers of the Ministry
of Agriculture, would administer the Project. Coordination between them and
the other ministries and institutions concerned is adequate, both through
CNCA's Administrative Council, and more particularly through its Management
Committee (para 4.02). The latter meets at least once a week; it includes
representatives of the Ministries of Finance, Agriculture and Interior,
and the Bank of Morocco.

Groundwater Development

3.16 Ultimate responsibility for control of groundwater resources
is vested with the Ministry of Public Works. In accordance with
legislation (Dahir No. 670 of 1925), that Ministry's approval is required
for use of groundwater in excess of 200 m3 per day. Under a subsequent
decree (Arrete du MTPC of 1967), the authority for groundwater control has
been delegated to the Regional Offices of the Ministry of Agriculture
(OrMVA) in regions where major irrigation works exist. Although ORMVA
itself may not have competent hydrogeologists, it can call on those of the
Ministry of Public Works. Moreover, groundwater resources in ORMVA regions
are relatively well known. Farmers' requests for groundwater development
are generally approved within 1 or 2 months. By contrast, approval
is frequently delayed in regions not administered by ORMVA, partly because
groundwater studies have not yet been completed, partly because of staff
shortage and partly because procedures are cumbersome and time-consuming.
CNCA has made proposals for simplified procedures so as to avoid unnecessary
delays in meeting the requirements for loan approval.

IV. CAISSE NATIONALE DE CREDIT AGRICOLE (CNCA)

General

4.01 CNCA was set up by decree and started operations in 1962 to
provide credit for the promotion and improvement of agriculture and related
activities. It was also made responsible for the liquidation of the
complex credit system that preceded it. By 1972 it was providing on its
own account seasonal and longer term production credit to farmers with
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a fiscal revenue of over DH 3,000 (US$650), cooperatives, farmer groups
and provincial governments for operation of state-owned farms. It also
makes loans to Government marketing organizations to finance surplus stocks
of agricultural produce accumulated during good harvests. Finally, CNCA
provides accounting services for SOCAP and administers 3 other Government
funds (amounting to DH 1.7 million) for distribution of fertilizer and seeds
to subsistence farmers, and seed multiplication of Mexican wheat. Additionally,
it manages the operations of the Caisses Locales (CLCA) for a fee. CNCA is
more fully described in Annex 3.

Organization and Management

4.02 CNCA is administered by a Board of Directors consisting of 22
members, with the Minister of Agriculture as President. A Management
Committee of 6 to 8 members is responsible for day-to-day management
under the overall direction of the Council. CNCA's General Manager (or his
deputy, the Secretary General) is Chairman, and members include representatives
of the Ministries of Finance, Agriculture and Interior. The General Manager
is the Chief Executive (Annex 3, Appendices 1 and 2).

4.03 Under the Secretary General there are 3 main sections, dealing
with credit, finance and accounts, and technical and economic studies. Thec.
are 17 Regional Offices, which report directly to the Secretary General. At
the end of 1967, total staff was 227, of which just over half were in the
Regional Offices, but there was a serious shortage at senior management and
the higher administrative and technical levels. In December 1967, after
IBRD had pointed out the inefficiency arising from this shortage, CNCA
recruited further staff. By 1971 management had improved considerably.
Total staff was 487 and the members in the senior grades, mostly well
qualified, had increased fourfold.

Resources

4.04 Up to 1965, CNCA's effectiveness was hampered by inadequate re-
sources. It could use the proceeds of liquidation of previous credit
institutions, but had no funds of its own, and only temporary and uncertain
access to Treasury funds and discounts with the Bank of Morocco. In mid-
1965, after negotiations for Loan 433-MOR, its capital structure was strength-
ened to include equity capital and increased access to Treasury and Bank of
Morocco funds.

4.05 As of August 31, 1971, CNCA's total resources (including those of
CLCA and other Government accounts) were about DH 365 million, of which
about 36% came from capital grants and reserves, 13% from the liquidation
account (which is regarded as quasi equity), 13% long-term debt from Loan
433-MOR, and 38% short-term, mainly from rediscounts and deposits. A new
source of funds since 1970 was deposits by individuals in the rural areas,
mainly small farmers. CNCA started full banking services at 6 of its
Regional Offices and extended them to 2 additional offices in 1971. It
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mounted publicity campaigns and, although it pays only 1.5% interest p. a.
(on sight deposits), about DII 26 million had been deposited at the end
of August 1971. CNCA expects to raise additional funds from this source
(Annex 3, Table 12).

Use of Resources

4.06 CNCA gives seasonal loans for farm inputs (mainly fertilizer and
improved seeds) and cattle fattening; and medium- and long-term loans for
purchase of farm machinery (mainly tractors and equipment, combines, pumps
and irrigation equipment), and on-farm improvements (mainly irrigation and
drainage, farm buildings and plantations).

4.07 Loans made each year increased from DH 106 million in 1967 to
DH 325 million in 1971 (Annex 3, Table 1). Over the same period, short-term
loans averaged 83% of new loans made. In 1971, loans made to farmers, farmer
groups, and cooperatives were about 57% of the total. On August 31, 1971,
total loans outstanding were DH 338 million, of which 46% were short term,
48% medium- and long-term, and the balance (6%) advances against stocks of
produce (mainly cotton, with some wheat).

Operating Results

4.08 Comparative ratios based on the financial results of the combined
CNCA and Government operations from 1967 through 1971 (Annex 3, Table 6)
show a satisfactory operating position. Administrative costs, as a percent-
age of average capital employed, have averaged 2.9% during the 3 years
ending 1971. Interest earned rose from 4.6% of average capital employed in
1967 to 5.7% in 1971, reflecting the effect of the increase in interest rates
from less than 5% to a minimum of 6% agreed by CNCA as a condition of Loan
433-MOR. The cost of CNCA's resources (mainly equity capital; rediscounting
facilities: 3%; and IBRD funds: 5.5%) was 1.9% of average capital employed
in 1971. The spread between interest earned and paid (3.8% of average
capital employed in 1971) remained high enough for CNCA to earn surpluses
on its operations, and these have been placed in reserves. The average
return on capital over the period 1967-71 has been 1.8%. CNCA's debt/equity
ratio was 1:3.9 at the end of 1971. Comparative ratios for CNCA's projected
operations, after separation from Government accounts, are shown in Annex 3,
Table 6.

Loan Recoveries

4.09 Overdue loans are charged a further 2% a year if not paid within
2 months of due date. Since 1968, CNCA has made considerable efforts to
improve loan recoveries, particularly among individual farmers. At each
Regional Office, a separate section is engaged full time in such work.
Overall recoveries on individual loans due and overdue show continuous
improvement from 68.2% in 1968 to 72.7% in 1971 (Annex 3, Table 3). The
following table shows loans to individuals overdue at the end of recent
fiscal years:
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Overdue by Months
8-14 15-26 27-38 Over 38 Total
- - - - - - - - - Dmillions - - - - - - -

1968 13.8 2.7 3.8 4.6 24.9
1969 12.0 2.0 2.8 5.5 22.3
1970 10.7 2.2 1.4 6.6 20.9
1971 9.6 3.3 1.2 4.9 19.0

On August 31, 1971, the accumulated sum overdue on individual loans, at DH 19
million, was approximately 10% of individual loans outstanding. As of the
same date, CNCA's provision for bad and doubtful debts was DH 10.1 million,
or about 53% of such debts. In view of CNCA's efforts to improve collections,
such provision is adequate.

4.10 CNCA's short-term loans to cooperatives have good repayment records,
well over 90% being repaid within 4 months of the harvest. Members rely on
their credit at planting time, and repayment of the previous year's loans
has high priority. The repayment position of loans to groups and for
agricultural stocks is also satisfactory, since in both cases CNCA has
adequate security and in the event of default is generally able to recover
in full.

4.11 Recoveries of CNCA's loans to provincial governments for the farms
formerly operated by European settlers (not included under para 4.09) are
unsatisfactory. These loans were made on behalf of Government but CNCA
carried the risk. As of August 31, 1971, outstanding advances were DH 71.2
million of which DH 53 million (74%) was overdue, mostly on short-term loans,
and the greater part overdue by more than 6 months. Lending to and
recoveries from provincial governments are beyond CNCA's control and CNCA
has not been able to make provisions for these loans. These and other opera-
tions on behalf of Government should therefore be administered as proposed
in paragraph 4.14.

Lending Policies and Procedures

4.12 Responsibility for loans below DH 40,000 (US$8,700) to individual
farmers is delegated to Regional Offices. When a request is received, a
technician visits the farm and verifies the information. The loan is then
referred to a regional Credit Committee and upon approval by the Regional
Office, loans are ready for disbursement. Loans above DH 40,000 require
approval by the Head Office. Details on terms, conditions and procedures
for loans to individual borrowers, farmer groups and agrarian reform
cooperatives are in Annex 3, paragraphs 18-24. Average time from receipt of
application to approval of loan has been less than 21 days for the past 2
years, which is commendable.

Financial Reorganization and Expansion

4.13 Since its inception, CNCA has relied upon Government assistance
to finance its needs. Government forewent returns on its equity, thereby
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enabling CNCA to maintain a low level of interest rates. This policy did
not do much to improve CNCA's financial position since the subsidization
implied in no-cost Government capital was passed on to the ultimate bor-
rowers. As the principal agricultural credit institution in Morocco,
CNCA should begin to introduce policies which will ensure that it becomes
a strong and viable credit institution with reasonable financial autonomy
serving agriculture on a sustained basis. This requires that its earnings
be adequate to provide for a return on equity, which should eventually enable
it to enter the capital market on a modest scale, and a reasonable level of
reserves. Since 1969 CNCA's management and operations have improved substan-
tially and it would now be in a position to make the necessary changes to
improve its financial structure and operations. The immediate requirements
are that (i) the operations CNCA is carrying out on Government behalf (SOCAP,
CLCA and provincial farms) be kept in separate accounts with all costs
accruing to CNCA chargeable to Government; (ii) CNCA's capital structure be
strengthened to cover expansion of the operations on its own account; and
(iii) its interest rates be raised.

4.14 Separation of Accounts. To achieve the required separation of
accounts, appropriate assurances were obtained during negotiations that:

(a) CNCA would maintain accounts and prepare financial statements
reflecting separately, the resources, use of resources and
operating results of the operations administered on Government
behalf;

(b) Government would cover CNCA's expenses and losses on these
operations and compensate CNCA promptly and adequately for
administering such operations; and

(c) Government would make arrangements satisfactory to the Bank/IDA
to provide CNCA with adequate resources for CNCA's own operations
and for the credit operations carried out on its behalf.

4.15 Strengthening Capital Structure. Once the above steps are taken,
CNCA's liquidity (and reserves) would be satisfactory. However, the increase
in CNCA's medium- and long-term lending from DH 117 million in 1972 to
DH 281 million in 1976 (Annex 3, Table 12) would require, in addition to
IBRD/IDA funds (DH 157 million), the strengthening of CNCA's capital resources.
Accordingly, assurances were obtained during negotiations that Government
would authorize CNCA to transfer DH 44 million from the liquidation account
(an account for the liquidation of operations of predecessor institutions)
to equity capital and would contribute the proceeds of the IDA credit (DH 46
million) to CNCA's capital.

4.16 Projections of income and expenditures for the overall operations
on CNCA's own account (Annex 3, Table 11) are based on a combination of
interest rates for short- and medium/long-term loans (para 4.17). Require-
ments for adequate reserves and provisions were taken into account and
assurances were obtained during negotiations that CNCA would build up
general reserves (from profits) to 15% of its equity capital by 1976.



- 18 -

Terms and Conditions of Project Loans

4.17 Interest rates. Government has made credit available at preferential
rates for industry and agriculture (see para 2.14); such measures have made
it difficult to arrive at a true market rate of interest. Since 1966 interest
rates for agricultural loans have remained unchanged -- 6% for short-term
and 6-1/2% for medium- and long-term lending. Commercial banks charge
around 8% for seasonal loans and up to 12% for advances against goods.
The discount rate is 3.5%, reduced to 3% for agriculture. Despite low
interest rates, CNCA has continued to realize slight surpluses, mainly
because of the low cost of its resources and nonassumption of risks under
special programs (see para 4.08).

4.18 The interest rate to sub-borrowers should be increased to be more
in line with the cost of capital which on the basis of market rates would
appear to be at least 10%. A rate higher than the existing 6.5% on medium-
and long-term loans would be well within farmers' debt service capacity
(financial returns on Project investments range from 20% to 43%). Moreover,
the cost of CNCA's resources on its own operations is projected to increase
from 2.1% in 1971 to 2.7% by 1976 and its administrative costs, expressed as
a percent of average capital employed, would increase from 3% in 1971 to 3.4%
by 1976. Its present earnings at a rate of 6% on capital employed would
be insufficient to cover such increases (Annex 3, Table 6). On all these
considerations, a minimum rate of interest at 8% on all agricultural loans
would be justified. While accepting that an increase to 8% was justified
for the majority of its borrowers, Government felt that this would discourage
farmers in the lower income brackets from borrowing and proposed to maintain
the present interest rates for lending to farmers having a taxable revenue of
less than DH 6,000 (equivalent to a net income below US$2,500). No more
than 20% of CNCA's lending under the Project would come into this cate-
gory. With these differential rates CNCA's earnings would rise to 7.5% and
provide a 3.8% return on equity. This proposal was accepted during negotia-
tions and assurances were obtained that an interest rate of 8% for all
medium- and long-term lending would be charged to sub-borrowers having a
taxable revenue of DH 6,000 and above, and on all mechanization loans under
the Project, while subborrowers having a taxable revenue less than DH 6,000
would, as in the past, continue to pay 6-1/2%.

4.19 Borrowers' Repayment Periods. A review of the gestation periods
of typical on-farm investments (see also farm model calculations, detailed
in Annexes 4, 5, 6, 7 and 8) indicates that the following repayment periods
for loans to CNCA's borrowers would be appropriate:

Grace Repayment Total
Models Period Period Period

Number Designation -- …--Years----------------

1 and 2 Grain mechanization - 5 5
3 Citrus 6 6 12
4 Winter vegetables 1 3 4
5 Dairy 2 5 7
6 Beef and sheep fattening 1 4 5
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During negotiations assurances were obtained that for Project loans these
periods would not be exceeded.

Audit

4.20 CNCA's accounts are at present audited by 2 auditors of the
Ministry of Finance (Commissaires aux Comptes), appointed by CNCA's Board.
At the time of the first project, Government audit, associated with French
technical assistance from the Caisse Centrale de Cooperation Economique
(now terminated), was considered satisfactory. With the envisaged expansion
of CNCA's operations, this audit would not be adequate for financial and
managerial control. The first independent audit relating to CNCA's
accounts for fiscal year ending August 31, 1971 has been completed. For
subsequent years CNCA's accounts would be audited annually by an independent
firm of accountants.

V. PRODUCTION, MARKETING, PRICES AND FARMERS' BENEFITS

A. Production

5.01 The Project would have an impact on about 370,000 ha presently cul-
tivated. Of this, about 350,000 ha would be affected by grain farm
mechanization, and pump irrigation would be provided on 15,000 to 20,000 ha
for production of citrus, winter vegetables, and dairy forage. The estimated
incremental value of annual production due to Project investments would reach
about DH 240 million (US$52 million). Individual investments are expected to
reach full production in: (a) year 3 for grain farm mechanization and beef
and sheep fattening; (b) year 5 for winter vegetables; (c) year 11 for dairy;
and (d) year 15 for citrus.

5.02 The areas affected by the Project represent about 8% of the total
area under cereals and 11% each of the areas presently under citrus and vegeta-
bles. Livestock operations under the Project would involve about 10% of the
estimated total number of dairy cows, and 2% each of the Moroccan beef
cattle and sheep population. The estimated impact on national production
levels is as follows:

Cereals Citrus Vegetables Mi 1k Beef Mutton
-------------------- 1000 tons ----------------

(a) Current levels of
national production 5,345 831 NA 40 51 21

(b) Incremental project
output, at full
development 170 200 150 9 2.8 1.4

(b) as percent of (a) 3 25 NA 22 5 7
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National production of milk, beef and mutton covers only milk marketed through
urban pasteurizing plants and meat processed in Government-inspected urban
abattoirs.

B. Markets and Prices

Grain and Pulses

5.03 Annual wheat imports have averaged 400,000 tons during the last
3 years (despite the record 1968 harvest) and rose to 670,000 tons
in 1971. Wheat deficits are likely to continue for this decade. Incremental
Project output would help reduce import needs. There is a large local market
for barley, with a partial substitution for wheat imports; the occasional
surplus in some years is exported. Pulses have generally been exported,
though not in large quantities. Cereal marketing is effectively regulated
by the Office Cherifien Interprofessionnel des Cereales (OCIC), whose up-
country buying stations purchase at fixed prices (Annex 1, para 15 and Annex
4, para 7). Marketing of cereals is reasonably well organized.

Citrus and Winter Vegetables

5.04 Of the incremental Project output, annual exports of citrus
(140,000 tons) and vegetables (55,000 tons) appear substantial when related
to quantities currently exported (4-year average exports: citrus 530,000
tons, vegetables 200,000 tons). However, considering: (a) the gradual
phasing to peak output (vegetables by 1979 and citrus by 1989); (b) the rising
purchasing power and high income elasticity for citrus in European markets;
and (c) the likely improvements in transportation, coupled with Morocco's
favorable location for ocean transport, the European market should readily
absorb these quantities. While export marketing of perishable, high-priced
off-season produce is never without risk, it requires a dynamic and aggressive
production and marketing outlook. That Moroccan citrus growers have such an
outlook is demonstrated by the fact that they are already shifting decisively
to those types and varieties for which the demand is strong and growing.
Given continued quality control, Morocco should on the whole be able to
maintain its present share of 15Z in the world market for fresh citrus.

5.05 Export marketing is the responsibility of the Office de
Commercialisation et d'Exportations (OCE), which buys citrus at contract
prices fixed annually in advance of the harvest. OCE bears all costs of
export marketing. For export of vegetables, OCE acts as a commission agent,
deducting its costs from the producers' gross return. During 1969 OCE exported
citrus mainly to France (43%), Germany (19%) and the USSR and Eastern
Europe (21%); see Annex 5, Appendix 1, Table 2. The increasing local capacity
for processing (canning, freezing and drying) culls, rejects and other non-
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exportable fruit and vegetables will provide additional outlet for this
export-oriented industry 1/.

Livestock Products

5.06 Milk output generated by the Project, increasing to 4,000 tons
annually by 1978, would reach its maximum of about 9,000 tons annually by 1983.
Estimated 1978 output represents an increase of 10% over that sold presently
in organized urban markets. Incremental milk output would help reduce
importation of milk products. Current milk marketing capacity is sufficient
to handle additional output at least until 1978. Incremental output in
carcass weight of beef (2,800 tons by 1978) and mutton (1,400 tons by 1976)
would readily be absorbed by Morocco's growing urban market, and would also
benefit tourist-oriented hotels and restaurants. Livestock markets operate
effectively, in small rural trade centers as well as large markets close to
urban abattoirs. No early increase in abattoir capacity would be required.

Prices

5.07 OCIC's current up-country buying prices for hard wheat, soft
wheat and barley (Annex 4, para 7), as well as free market prices for pulses,
provide adequate incentives to cereal producers. Although OCIC's hard wheat
and soft wheat buying prices are 6% and 11% respectively above projected 1975
world prices (CIF Moroccan port adjusted for local distribution costs), no
downward changes in farmgate prices are expected because of Morocco's
persistent wheat deficit. Barley prices are 35% above projected 1975
prices (FOB Moroccan port less local transport cost) and OCIC has incurred
losses in years when large surpluses of barley have been exported.

5.08 Export prices of citrus and vegetables have generally been high,
offering incentives for expanding output. However, Moroccan production would
still be profitable if citrus and vegetable prices were to decline by 20%
due to international competition (Annex 5, Table 1). The local demand for
milk, beef and mutton has been strong and is rising, and there is no reason
to expect more than seasonal supply/demand imbalances of milk (Annex 7).

C. Producers' Benefits

5.09 On the basis of the assumptions detailed in the 5 illustrative
farm models (Annex 4, Table 2 and Table 1 of Annexes 5, 6, 7 and 8), farm
income at full development after debt service is estimated as follows:

1/ In 1966, IFC invested US$1.4 million in a tomato paste factory (107-MORO,
Compagnie Industrielle de Lukus, SA.
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.llustrative /a III IV V VI
farm model
Dry land, ha 100 - 48 65 40
Irrigated, ha - 20 12 13 -

cereals citrus vegetables dairy beef and sheep
Full development
year 3 15 5 11 3

…------------------…('000 DH/farm)-------------------
Capital investment 39 266/b 54 66 /d 8
Gross income 51 164-- 100- 71 40
Production cost 30 67 64 39 32
Net income before
debt service 21 97 36 32 8

Net income after
debt service 14 67 20 20 6

/a Including smaller farms organized as farmer groups (para 2.15).
/b Year 11.
/c Year 4.
/d Year 7.

5.10 Project investments would not result in substantial changes in taxes
paid by farmers on their farm property and incomes, at least not under pres-
ent tax legislation. Farmers' tax liability is based on assessed land pro-
ductivity, assuming typical land use, yield and cost averages for each region,
not on actual or declared farm income. The tax system appears to be reason-
ably well enforced and the majority of commercial farmers pay their taxes.
CNCA requires evidence of up-to-date tax payment before approving loan re-
quests. Farmers engaging in dairy, beef cattle and sheep farming will have
to pay taxes on the additional animals they keep. However, the present tax
system does not reflect changes in farmers' income. Without changes in rele-
vant tax legislation, the incremental farm income generated by Project in-
vestments will not have substantial impact on farmers' tax liabilities.

5.11 The farm models show that substantial net incremental farm incomes
would result from the proposed investments. Financial rates of return for
these best estimates range from 20% to 43%. Varied sensitivity tests were
applied to each model, assuming lower net benefit streams due to less
favorable performance in one or more factors, but financial rates remained
satisfactory in all cases.

VI. BENEFITS AND JUSTIFICATION

6.01 The Project would expand financial support for commercial farmers
in the modern sector. Through loans to agrarian reform cooperatives it
would also assist farmers in making the transition from the traditional to
the modern sector. By encouraging investment and modernization it would
help accelerate growth in the agricultural sector which, for the last decade,
has grown more slowly than other sectors.
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6.02 Incremental production generated by the Project would:

(a) reduce grain imports and result in annual import savings of
about DH 6.3 million (,7-;4 4lI-_I'

(b) generate additiyna a xorz earxir ,i o bout DH 74 million
(US$16 million) annua,ly by i80, a:d largr amounts there-
after, through increased fresh citrus and vegetable exports;
and

(c) benefit MoroccoTs urban consumers and tourist industry through
increased availability of rept and nillk.

6.03 Overall impact on the balance of payments would be substantial.
Import substitution of cereals and exwort3 of citrus and vegetables, less
foreign exchange required for the replacement of equipment, operating cost
and debt 3ervice, would be equi7alent to net tIoreign exchange savings of
about DH 68 million in 1980, riing to 7 98 millio (US$21 million) in
1985.

6.04 The effect of mechanical grain harve-ting on employment would
depend on the percentages of combines that would either replace existing
ones or mechanize grain harvesting in newly mechanized areas. No displace-
ment would result through replacement of existing combines, which is
estimated at 80 to 90% of combincs provided for under the Project. The
alternative of reverting to hand-harvesting on these farms must be ruled
out because the seasonal labor required for relatively short periods could
not be mobilized. The balance of combines financed under the Project (10
to 20%) which could replace traditional harvesting, would displace approxi-
mately 900 temporary 2-month jobs annually. The social cost, at market
value of the displaced labor, has been included on the cost side, together
with investment cost (less taxes) and operating coSt for the combine in
computing the economic rate of return, against net savings of 15% of grain
as the sole benefit. The economic rate (16%) indicates that harvesting
machinery would make a worthwhile contribution to the Project. Annex 4
gives further details on mechanized grain farming.

6.05 Accurate data on the net employment effect of substituting tractors
for animal power in Morocco are not available. However, a net positive ef-
fect seems more probable than net labor displacement. Some of the increased
labor requirements will take the form of increased working hours by labor
that is already employed, while some will generate opportunities for employing
additional people. Tractors reduce labor requirements for the operations of
land preparation and seeding when measured on a per unit basis (per hectare
planted or per quintal of output). However, becauce of the short period be-
tween the first rains and the latest optimal planting time, tractors permit
a substantially larger area to be planted and result in higher yields because
of much better seed-bed preparation and reduced weather risks. When these
changes in production methods are combined with the higher levels of other
inputs made possible by improved land preparation, the resulting increase in
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activity and output tends to increase direct, on-farm labor requirements over

the cropping period. In addition, it seems probable that the net effect on

indirect employment opportunities will be positive in view of the need for
tractor maintenance and supply services, and the increased marketing activities

directly required by increased output, as well as the multiplier effects on

overall employment levels of the high level output.

6.06 Employment for about 18,000 persons would be generated through

citrus, vegetable and livestock development on about 4,000 farms, aside

from employment generated through marketing activities, especially for

exports. Additional but non-quantifiable benefits would result from the

demonstration effect on non-project farmers, and from institutional improve-
ments of CNCA. The Project would continue the process of strengthening

CNCA through complete separation of its own operations from those on

behalf of Government.

6.07 Government revenue from import duties and other taxes on mechanized
equipment would average about DH 8.8 million annually during the 3-year

investment phase, and would more than compensate for estimated annual subsidy

payments for mechanization, ranging from DH 1.9 to 2.2 million during the

same period.

6.08 The Project's overall rate of return to the economy, based on an

average life of 20 years (30 years for citrus) would be 18% if based on

present prices, or 16% if cereal prices were reduced by 10% in line with

projected 1975 world prices, adjusted for transportation and distribution
in Morocco. The sensitivity of the rate of return was tested against

changes (+10%) in investment cost, operating cost and incremental net benefit

(due to changes in yield or prices). In all cases the results were still

satisfactory (Annex 11).

VII. AGREEMENTS REACHED AND RECOMMENDATIONS

7.01 The following principal points were agreed during negotiations:

(a) The Royal Government of Morocco would:

(i) provide CNCA with adequate resources for
CNCA's own operations (para 4.14);

(ii) provide all necessary resources to operate the
Government Account and compensate CNCA adequately for
managing it (para 4.14); and

(iii) authorize CNCA to transfer DH 44 million from the
liquidation account and the proceeds of the IDA credit
to equity capital (para 4.15).
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(b) CNCA would:

(i) submit for IBRD/IDA approval loans for marketing
facilities exceeding US$110,000 equivalent (para 3.09);

(ii) maintain accounts and prepare financial statements
reflecting separately the resources, use of resources and
operating results of the operations administered on
behalf of Government (para 4.14); and

(iii) raise its interest rate to 8% per annum for loans to
borrowers having a taxable income (revenu fiscal) of
DH 6,000 and above and on all Project loans for mechaniza-
tion without regard to fiscal income (para 4.18).

7.02 The proposed Project is suitable for a Bank loan of US$24 million,
for a term of 15 years with 4 years of grace to CNCA, and an IDA credit
to Government of US$10 million on IDA standard terms.

June 2, 1972
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

AGRICULTURAL BACKGROUND

General

1. M4orocco has a total land area of 440,000 km , of which 7.2 to 8.2
million ha (16 to 18%) are cultivable. Of this area, 60 to 66% is in cereals
and legumes, 5 to 7% in tree crops and 25 to 32% is temporarily fallow.
Fallowing is practiced to conserve moisture, but also because there is in-
sufficient draft power. In years of low rainfall, the amount of land cul-
tivated declines and the amount left fallow increases.

2. Major farm areas are west of the Atlas and Rif mountains; in the
north, the climate is Mediterranean, increasingly arid towards the south.
East of the Atlas and in the extreme south, the climate is desert-like,
which limits land use to oasis-type agriculture and to extensive stock
breeding. Irrigation works completed or still under construction are expected
to irrigate about 550,000 ha by 1972 including areas receiving intermittent
irrigation from traditional schemes. Although lack of rainfall is the most
crucial constraint to farming in most regions, floods occur frequently; in
the Sebou region, floods caused severe crop damage over 150,000 ha in 1969/70.

Role of Aygrlture in the Economy

3. Agriculture contributes about 26 to 31% of the GDP (about two-
thirds from crops and one-third from livestock) and 54 to 58% of annual ex-
port value. It also provides a livelihood to 70% of the population. From
1963 to 1970, agriculture grew at a slow rate of 2.8%, as compared with 3.6%
for the overall economy, mainly because of low yields in cereals in the
traditional sector (Annex 4, para 3).

Production and Trade

4. Crop production shows some increase, especially since 1968 (Table
1). The upward trend of barley is due partly to a record crop in 1968 and
partly to Government support of prices above world prices (Annex 4, para 7).
Sugar beet production has likewise been encouraged through price incentives
and increasing availability of irrigated land, coupled with concentrated
teclhnical services. Citrus production has increased in response to favorable
export markets.

5. Agricultural export value has shown an upward trend, mainly because
of increasing exports of citrus and vegetables, fresh, dried, canned and
frozen (Table 2). The value of agricultural imports, however, has not
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changed much. While sugar imports have declined, soft wheat imports have
increased, except in 1969, following the record 1968 grain harvest. Net
exports in 1969 nearly doubled the DH 500 million (US$110 million) average
because of the 1968 harvest and the reduced wheat imports.

Land Tenure

6. Morocco's rural population is estimated at 10.2 million, or 2
million rural families. Assuming that 25% are landless laborers and
transient herdsmen, there would be 1.6 million farms. Pending more reliable
data from a farm census scheduled for 1972/73, farms of less than 10 ha
are estimated to account for about two-thirds of the cultivated area.
Additional land is under collective ownership, but is often cultivated by
individual farmers or tenants. The modern sector, which comprises some 1.4
million ha, produces most of the cash and export crops. About half of this
area is owned by Moroccans, one-quarter is ex-concession, Government-held
land and the remaining one-quarter is owned by foreigners.

7. Former French concessions (lots de colonisation), originally
covering 250,000 ha, are now administered by Provincial authorities. These
lands are to be distributed (in accordance with the 1966 Land Reform Act)
in units of about 5 ha irrigated and 15 to 20 ha rainfed land, against
payment of assessed value over 20 years. From 1966 to 1968, about 24,000
ha were distributed and an additional 75,000 ha were to be assigned from
1969 to 1972. New settlers are reasonably well assisted and supervised and
are eligible for short-term credit from the Caisse Nationale de Credit
Agricole. After two to three years of successful farming, settler groups
(cooperatives) would also be eligible for loans under the proposed Project.

8. Another effort towards improvement of land tenure aims at
consolidation of small holdings into economic units. Consolidation involving
about 34,000 ha is reported to have been completed in 1968 and 1969, mainly
in rainfed areas, with technical support from USAID and UNDP/FA0.

Irrigation

9. The pace at which land irrigated from major works (Tadla, Doukkala,
Moulouya and Haouz) is prepared (leveled and equipped) for irrigation
(18,000 ha annually in 1968 and 1969) is expected to increase. The first
tranche (7,600 ha) of the Sebou project is expected to be ready for irrigation
by 1973. New irrigation schemes are being initiated or under preparation.
About 550,000 ha would be irrigated from major schemes, including 40,000 ha
to be watered from other sources.

Input Supply and Supporting Services

10. Research. The Institut National de Recherche Agronomique (INRA)
is responsible for agricultural research. Its achievements include success-
ful introduction of sugar beet, development of a long-staple cotton variety
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(Tadlla l6) anid disease-resistant citrus and tomato varieties. INRA hlas also
acnieved promising results in testing and adapting high-yielding Italian
and .1exican wheat varieties (Annex 4, para 4).

11. Extension. The Direction de la Mise en Valeur (DMV), under the
Kinistry of Agriculture, is responsible for agricultural extension, input
supply distribution and custom services for tractors and combines for
smnall farmers (Annex 4, para 16). DMV works through Centres de Mise en
Valeur (CMV) in Government irrigation schemes and through Centres de Travaux
(CT) in rainfed areas.

12. The CMV's in irrigated areas work under favorable conditions:
soils are productive and there is sufficient water for intensive cropping;
a good infrastructure exists, including marketing facilities for industrial
crops (cotton and sugar beet) and perishables (fruit, vegetables and milk);
extension services are adequately staffed and equipped (one extension agent
to 170 farmers); and input supplies, mechanization and credit services are
readily available.

13. The CT's, on the other hand, face a more difficult task for their
work in the rainfed areas; farms involving about 6 million ha are widely
scattered; rainfall is low and unreliable; production possibilities are
limited; infrastructure is less well developed and many farmers are
subsistence-oriented; and the ratio of extension workers to farmers (1:1,250)
is far from adequate.

14. Development possibilities exist, however, and Government is
beginning to formulate and implement specific improvement programs in regions
where annual rainfall exceeds 400 mm: land settlement on former French
concessions (para 7), consolidation of small holdings (para 8), and grain
farm improvement through CT centers. Like the CKV centers (para 12), the
CT centers provide input supply (including high-yielding wheat seeds) and
CT tractor services (Annex 4, para 4). Wherever feasible, Government
encourages group ownership of grain farm machinery, either through "groupe-
ments de mechanization," consisting of five to 10 farmers forming a group
to purchase a tractor or combine, or through agrarian reform cooperatives.
Throughi loans to these groups, the proposed Project would help spread the
benefits of grain farm mechanization, combined with other improvements, to
increasing numbers of small farmers.

Marketing

15. Government regulates marketing and prices of the important commo-
dities through the following agencies:
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Office Cherifien Interprofessionnel des
Cereales (OCIC) : Wheat and barley

Office de Commercialisation et d'
Exportation (OCE) : Export marketing of

citrus, fruit, vegetables,
fish, wine and cotton

Office National du The et du Sucre (ONTS) : Sugar beet and sugar

Cooperative Marocaine des Huileries
Alimentaires (CONHA) : Edible oils

16. Although responsibilities and functions of the above named agencies
vary widely, they all direct their programs toward accomplishment of the
following guiding principles:

(a) to stabilize farm prices through up-country purchase at
fixed prices;

(b) to stabilize consumer prices through sale to trade channels
at fixed prices;

(c) to coordinate domestic production with import/export policy; and

(d) to assure repatriation of export earnings through exclusive
export rights.

While assured outlets at reasonable buying prices have generally been
advantageous to farmers, there are also conflicts between the above objectives.
Some farmers complain about lack of efficiency. Citrus and vegetable pro-
ducers especially feel that increasing involvement of the private sector
would lead to a more prudent and agressive development of export marketing.
Free and unregulated prices exist for maize, rice, pulses, livestock and
livestock products, except for government-approved contracts between farmers
and milk plants.

Taxes and Subsidies

17. Three specific taxes, droits de douane, tax speciale and tax sur
les produits, are levied on partly or fully imported agricultural machinery.
However, tractors and attachments imported on CKD (completely knocked down)
basis and assembled with some local parts are exempted from "droits de douane."
Thus the effective tax rates on the most popular makes and models of tractors,
combines and attachments are:
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Range of Tax Rates Applicable to Farm Machinery Expressed

Either as % of CIF Cost or as % of Price Paid by Farmer

Range Range

Tractor 16-19 10-15
Combines 23-48 15-28
Attachments 13-28 8-10

Government tax revenue on a tractor-attachment unit (DH 39,000) would average
about Dli 4,500 and on a combine (DiI 70,000) about DH 14,000. Projected
average annual investment would thus generate about DH 8.8 million (US$1.9
million) government tax revenue. This does not include import duty on
pumpsets of which the engine is generally imported.

18. On taxes levied on farm property and assumed farm income, on the
other hand, Project investment would not result in a substantial change,
at least not under present tax legislation. Farmers' tax liability is based
on assessed land productivity, taking into consideration the typical land
use and yield averages in each region, not on actual or declared farm income.
Tax payment appears to be reasonably well enforced and the majority of
commercial farmers pay their taxes. CNCA does not approve loan applications
without evidence that the farmer is not in arrears on his tax obligations.
However, the tax system takes insufficient account of changes in individual
farmers' income. Without a change in farm tax legislation, incremental
farm income generated by Project investment will not have much impact on
Government tax revenue. Farmers will pay tax on additional milk cows, beef
cattle and sheep kept on their farms. These taxes, even in the aggregate
will be negligible.

19. New legislation on agricultural investment (Code des Investissements
Agricoles) was passed in 1969. Its policy objective is "to create the
maximumii number of viable holdings and to benefit the largest number of
families in defined irrigated and non-irrigated areas." This legislation
will eniance the shift, initiated in recent years, of development support
from government-operated ex-concession land (para 7) to the private sector.
Subsidies were paid (or budgeted) for the following purposes:
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Purpose 1968 1969 1970 1971
_-- - -------- (DH 000)

Fertilizer 3,280 3,800 2,619 2,983
Forage production 3,325 3,520 1,690 1,446
Selected seeds (wheat) 5,619 7,600 4,300 3,300
Purchase of farm machinery 1,310 1,565 1,880 3,964
Tree crop development 750 940 2,205 3,182
Farm improvements 600 700 23 110
Draft animals and equipment - - 110 130

Total 14,884 18,125 12l827 15,_15

20. The 1969 law emphasizes subsidies for mechanization. While
nearly all farmers investing under the Project in citrus development or
mechanization would be eligible for subsidies of 10% or more of their
investment cost, budgetary constraints will not permit full payments to all
of them. Besides, the investments of farmers financed by CNCA are viable
without subsidy payments.

21. Since the 1969 law has been effective only since mid-1970, it is
difficult to foresee the direction of its implementation. In computing the
economic rate of return it is assumed that about 25% of farmers investing
in grain farm mechanization and citrus will receive subsidy payments.

May 12, 1972
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M O R O C C O

SECOND AGRICULTURAL CREDIT PROJECT

AGRICULTURAL OUTPUT

1964/65 - 1970/71

1964/65 1965/66 1966/67 1967/68 1968/69 1969/70 1970/71

(in thousand tons)

Cereals:

Hard wheat 1,210 750 1,020 1,900 1,126 1,418 1,642

Soft wheat 370 250 290 650 339 383 547

Barley 1,430 610 1,320 3,210 2,028 1,953 2,572

Maize 330 190 310 380 41s 320 390

Other cereals 130 97 125 177 113 162 194

Susbtotal 3,470 1,897 3,065 6,317 4,020 4,236 5,345

Legumes 299 200 199 396 294 392 335

Citrus 543 640 696 787 736 887 832

Olives 177 267 155 491 n.a. 160 506

Potatoes 270 275 205 160 n.a. n.a. n.a.

Tomatoes 325 302 277 245 n.a. n.a. 400

Grapes 507 329 193 310 160 203 276

Sunflower seeds 4.0 2.5 1.3 3.8 2.8 21 15

Flax oilseeds 7.0 5.0 2.0 2.6 6.8 8.3 4.4

Cottonseed 24 30 17 18 22 n.a. n.a.

Sugar beets 174 391 367 785 918 1,114 1,584

Source: Ministry of Agriculture and Planning Secretariat.

May 3, 1972
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M O R O C C O

SECOND AGRICULTURAL CREDIT PROJECT

VALUE OF AGRICULTURAL EXPORTS AND IMPORTS

1965 1966 1967 1968 1969 1970 1971
A. Exports ............ DH Million.

Total Agriculture: 1,190 1,226 1.203 1.303 L 423_ 1.385 1
Of which:

Citrus fruit 314 335 346 420 389 357 389
Tomatoes 137 149 175 144 146 180 163
Potatoes 49 59 47 39 25 40 38
Other fresh vegetables 48 30 4O 41 42 47 43
Canned fish 73 122 115 130 124 127 1)48
Dried vegetables 89 54 50 04 94 132 87
Fruit & vegetable
conserves 50 51 59 51 65 56 89

Wine 86 69 60 24 37 43 23
Fruit & vegetable
juices 14 22 19 24 36 38 22

Dried fruits 34 23 30 18 27 25 27
Other 156 138 121 184 200 204 177

Olive oil 3 44 6 7 91 16 23
Cotton 29 29 40 16 44 28 23

' Cork 16 16 18 20 22 21 15
Vegetable horsehair 27- 26 21 19 19 21 16
Esparto grass 5 5 4 5 6 4 7
Wool, fur, hides, skin 9 9 7 6 3 1 1
Other 51 45 45 61 53 45 34

B. Imports

Total Agriculture: 689 754 783 705 499 675 843
Of which:

Soft wheat 79 202 303 216 40 130 243
Sugar 262 191 1IL9 119 109 139 149
Tea 56 64 68 82 103 89 84
Butter & cheese 25 25 32 40 46 44 38
Coffee 30 33 36 35 31 49 32
Milk 23 20 26 26 26 27 35
Tobacco 15 18 17 18 26 23 26
Wheat flour 23 12 15 10 11 2 -
Other 58 95 77 73 65 80 94

Peanuts & peanut oil 5 - 3 - - - -
Other food oil 113 94 57 86 47 92 142

C. Net Exports 501 472 420 598 924 710 482

Source: Ministry of Planning and Office des Changes.
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

BANKING AND AGRICULTURAL CREDIT

I. COMMERCIAL BANKING AND CREDIT

Background

1. Commercial banking and credit are regulated by a Decree of April
1967, which empowers the Minister of Finance to authorize the establishment
of banks, to determine their minimum capital, and to control banking and
credit operations. The Minister is helped by a committee 1/, of which he
is President, and which is composed of the Governor and Vice-Governor of
the Bank of Morocco (the Central Bank), several Government officials,
directors of the specialized banks and representatives of the banking pro-
fession. The Bank of Morocco is responsible for implementing all banking,
m.onetary and credit measures, and is assisted by a banking association 2/,
in which all banks are members by law. At the end of 1969 there were 18
commercial banks operating 219 branches, of which 45 were in Casablanca.

2. Specialized banks and financial institutions (other than commer-
cial banks) are governed by separate laws. Such banks include the Bank of
Morocco, the Caisse de Depot et de Gestion, the Caisse Nationale de Credit
Agricole (CNCA), the Office des Cheques Postaux, the Banque Nationale pour
le Developpement Economique (BNDE), the Credit Inmobilier et Hotelier (CIB),
the Caisse Marocaine des Marches, and the Credit Populaire.

Banking Controls

3. Under the 1967 Decree, the Minister can determine: (a) the maxi-
mum ratios between any two or more elements of the assets and liabilities
of each bank; (b) the ratio of short-term Government securities and of re-
serves with the Bank of Morocco to demand liabilities; (c) the minimum or
maximum maturity, volume, interest rates, and conditions for various types
of credit; and (d) the maximum or minimum conditions for holding depositors'
funds.

4. To ensure their solvency and adequate liquidity, commercial banks
now have to have a minimum equity capital of DH 2 million; their equity,

1/ Comite du Credit et du Marche Financier.

2/ Groupement Professionel des Banques.
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reserves and undistributed profits must represent at least 5% of their
total liabilities; and their short-term assets must be at least 50% of their
short-term liabilities. To control credit to the private sector, an abso-
lute limit is placed on the short-term domestic credit which each bank can
give, but this is relaxed seasonally to help finance the marketing of agri-
cultural produce.

Credit

5. Credit outstanding by the whole of the banking system was DH 3.3
billion at the end of 1971, of which commercial banks accounted for 70% and
the specialized banks (mainly CNCA, BNDE and CIH) 30%. Short-term credits
were 75%. The bulk of short-term credit and some medium-term came from the
commercial banks; almost all the long-term came from BNDE and CIH (for
industry, housing and hotels). Agriculture and commerce accounted for one-
fifth each of total credit outstanding, the industrial sector 44%. Most
industrial credit was short-term from the commercial banks to finance
production and marketing, but about one-tenth was medium-term. Total credit
increased at an average rate of 14% from 1965 through 1969 (10% short-term,
20% medium-term and 38% long-term).

Interest Rates

6. Because of banking and strict exchange controls, and low
inflationary pressures, the interest rate structure has been maintained at
levels well below those in many other countries. The discount rate of the
Bank of Morocco (generally 3.5%) has not been changed since 1951. Yields
on Government bonds, held largely by banks, vary from 3.5% for one-year
bonds to 6.35% for 15-year bonds. Rates paid by banks on deposits are
correspondingly graduated to give a spread of about 0.5% between deposits
and bonds of comparable maturity. Interest rates charged by financial
institutions range from about 3% to 12%. In 1969, the estimated weighted
average annual interest rates charged by the specialized banks was 5.6%, by
the commercial banks 7.5%, and by all banks (excluding the Bank of Morocco)
6.8%. For the fifth IBRD loan to BNDE (approved on May 18, 1971), the
Government has come to the conclusion that it would be wise to raise its
lending rates to 9%.

7. Interest rates for agricultural credit are below (para 14), and
for this particular project in the text of the appraisal report (paras 4.17
and 4.18).
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II. AGRICULTURAL CREDIT

Background

8. For some years after Independence (1956) a comprehensive and com-
plex agricultural credit system, which included commercial banks and Govern-
ment institutions, continued to provide credit mainly to the larger farmers
and agricultural companies. Small farmers obtained the bulk of their credit
through Provident and Agricultural Credit Societies (SOCAP) 1/, which were
initiated by Government. Moneylenders and merchants also provided a sig-
nificant, but unknown, proportion of credit. Dealers in agricultural sup-
plies and farm machinery, formerly important credit sources to the modern
sector, abruptly reduced their loans after Independence. Commercial banks
withdrew from agricultural lending more gradually. By the early 1960's, bad
repayment records and shortage of resources led to a deterioration of the
Government institutions, and to a marked reduction in their scale of lending.

9. To meet this overall decline in agricultural lending, a new
credit system was established in 1962, under which CNCA (described more
fully in Annex 3) became the principal credit source, although SOCAP was
retained for credit to smaller farmers. Since that date there has been a
gradual increase in confidence among former lenders, and at the present time
the principal credit sources are the CNCA, commercial banks, and dealers
in supplies and equipment. At village level, moneylenders and merchants
remain an important source of seasonal loans.

10. Credit is available to farmers according to their annual taxable
income ("revenu fiscal") from three separate accounts, as follows:

Annual Taxable
Income (DH) Credit Account

up to 1,400 SOCAP
1,400 to 4,000 Caisses Locales (para 12 below)
above 4,000 /1 CNCA's own resources

/1 To make additional farmers eligible for its loans,
CNCA has recently instructed its branches to ap-
prove loans to farmers whose fiscal revenue exceeds
DH 3,000 if their individual farm plans meet the
essential criteria of loan appraisal.

SOCAPs are administered by the Ministry of Agriculture, with CNCA managing
their accounts.

11. SOCAPs provide seasonal credit for about 700,000 small farmers
each year, limited to DH 300 per farmer. Interest rate is only 3% per

1/ Societe de Credit Agricole et de Prevoyance.
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year, and security requirements are less stringent than for loans to larger
farmers. Over the past few years the average loan recovery rate has been
62%, with differences between regions and seasons. There are 93 societies,
each staffed with a secretary and an accountant, who is also the local tax
collector. Twice a year an additional officer helps prepare lists of credit
demands and of repayments. SOCAP officials are poorly paid, and the inter-
est rate to borrowers is too low for the societies to become profitable.
The activities of SOCAP, which are much more socially than economically
oriented, have declined over the past five years (Annex 3, Table 4).

12. The Caisses Locales de Credit Agricole (CLCA) were set up by
Government in 1967 and are adDinistered by CNCA. There were 53 offices
throughout the country at the end of fiscal 1970. During the year ending
August 30, 1970, CLCA made almost 22,000 loans, amounting to DR 5.8 million
short-term and DH 19.8 million medium- and long-term, a total of DH 25.6
million. At the end of that year, DH 32.1 million was outstanding, of which
-H 4.2 million short-term and DH 27.9 million medium- and long-term. The
interest rate is 4% on short-term loans, irrespective of the length of time
outstanding, and on 1969 experience is equivalent to about 6.75% per year.
Interest on medium- and long-term loans is 6.5% a year. Loan recoveries
have been good. At the end of fiscal 1970 only DH 0.9 million was overdue
by more than 8 months, representing less than 3% of the total loans port-
folio on that date. Loans are made according to the size of the farm, and
do not take into account the farmer's ability to use the loan effectively.

Credit Size

13. No data is available on the current volume of credit through
dealers, moneylenders and merchants. At the end of 1971 the outstanding
credit to agriculture for production and marketing purposes through CNCA
and the commercial banks was about DH 597 million, of which about 73%
was seasonal. CNCA's share of this credit was about DH 340 million, or
57%, of which just over half was seasonal.

Interest Rates

14. Annual interest rates charged to farmers on loans vary from 3%
through SOCAP, 4% and 6.5% through CLCA, to 6% short-term and 6.5% medium-
and long-term through CNCA. Commercial banks generally charge around 8%
for agricultural loans.
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE (CNCA)

A. Organization and Management

Constitution

1. CNCA was set up by Decree No. 1-60-106 of December 4, 1961, as a
public institution responsible to the Minister of Agriculture, with Head
Office at Rabat, and with Regional Offices, to be known as "Caisses Regionales
de Credit Agricole", in the major regions. It is administered by an Adminis-
trative Council and a Management Committee. The Minister of Agriculture is
the President of the Administrative Council. The 22 members of the Council
include nine representatives of the Ministries of Agriculture, Finance,
Planning and Interior, one from the Bank of Morocco, and eleven from farmers
and farming institutions in the Provinces. An organigram and a list of
members are in Appendix 1 and 2. The Council meets once a year in ordinary
session and otherwise as necessary. It is responsible for the general
organization and functioning of CNCA and specifically for submitting pro-
visional annual accounts and the annual lending program to the Ministers of
Finance and Agriculture for approval, for loan regulations, and for conditions
of employment of staff.

2. The Management Committee of up to eight members includes repre-
sentatives of the Ministries of Finance, Agriculture and Interior and CNCA's
General Manager (or his deputy) as Chairman. A list of members is given in
Appendix 2. The Committee is responsible for day-to-day management of CNCA
under the overall direction of the Administrative Council. It is responsible
for approving larger loans (generally above DH 40,000) outside the competence
of the regional Credit Committees.

3. The General Manager is the chief executive. He is appointed and
can be dismissed by Decree on the joint proposal of the Ministers of Finance
and Agriculture. He is empowered to sign all documents and contracts on
behalf of CNCA, and may delegate some of his powers, at his discretion.

4. CNCA can set up Regional Offices on the joint approval of the
Ministers of Finance and Agriculture. To approve loans within its competence,
each Regional Office must set up a regional Credit Committee, consisting
of the Regional Manager as Chairman, five regional representatives of the
Government, and six representatives of local farmers and farming institutions.
Each Regional Office may also set up a regional Council for Agricultural
Credit, made up of 12 members with representation similar to that for the
regional Credit Committees, and the Provincial Governor as President.
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The duties of the Councils include giving advice on regional credit problems
to CNCA and, if required, producing an annual report. At the present time,
no such Councils have been appointed.

5. The Decree also provides for the setting up of Caisses Locales de
Credit Agricole (CLCA). Article 20 provides for a technical commission to
study and submit to CNCA's Administrative Council a precise plan and program
for CLCAs. No such commission has yet been appointed, and the CLCAs that
were set up in mid-1967 were the result of administrative instructions to
CNCA from the Minister of Agriculture. Those parts of the Decree which are
concerned with the organization and administration of Caisses Locales do
not, therefore, apply to existing CLCAs.

6. Additionally, the Decree outlines the types and duration of loans
that can be made and the qualifications of recipients, limits the interest
rate to 10%, provides for imprisonment of debtors, exempts CNCA from taxes,
and permits CNCA to receive deposits. CNCA can also operate and manage
credit projects on behalf of Government. Other financial provisions include
the preparation of annual accounts and budgets, the placing of profits to
reserves, and the deposit of surplus funds not immediately required in the
Treasury or Central Bank. A financial supervisor and chief accountant are
appointed by Government. The Administrative Council appoints two
Commissioners of Accounts to act as auditors.

Organization

7. CNCA's own operations cover seasonal and longer term credit to
farmers, cooperatives, groups of farmers, provinces and agricultural enter-
prises for production purposes, through Regional Offices for the majority
of loans to individual farmers, and through Head Office for all other loans.
Also, from its own resources it makes advances to a marketing organization
to cover buffer stocks of agricultural produce accumulated during good har-
vests. On behalf of Government, CNCA manages the operations of CLCA's for
a fee. Additionally, it provides accounting services for SOCAP and three
small funds (amounting to about DH 1.7 million) for fertilizer, Mexican
wheat and a revolving credit.

8. Under the General Manager reporting through a Secretary General,
there are three main sections, each headed by an Assistant Manager for
Credit, Finance and Accounting Services and, Technical and Economic Studies.
Administration of Regional Offices is in the hands of the General Manager
through the Secretary General as is management of CLCA. The internal
inspection department is under the direct control of the General Manager.

9. CNCA's Head Office is in Rabat. There are now 17 Regional Offices
in the major agricultural provinces, compared with nine at the end of 1966.
There is also one local office in Taza, under the supervision of the Regional
Office in Meknes.
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Management and Staff

10. The table below shows the evolution of staff over the past five

years, during which time it has more than doubled:

End of Fiscal Year 1967 1968 1969 1970 1971

Senior management 18 52 63 59 69
Administrative and technical

grades 17 12 44 75 87
Secondary grades 151 210 210 192 255
Non-administrative grades 41 55 71 73 76

Total all grades 227 329 388 399 487

of which Head Office 110 170 149 145 174
of which Regional Offices 117 159 239 254 313

of which Expatriates 19 19 9 3 -

CLCA (additional to the above) - 174 178 189 172

Senior management includes the assistant managers and senior staff of the
three main sections at Head Office and the managers and some senior technical
staff of the Regional Offices. The administrative and technical grades
include the rest of the administrative and technical staff. Staff is gen-
erally reasonably well qualified. There is an active training program at
all levels, including overseas scholarships for senior staff and in-service
courses, particularly for promotion of secondary grade staff to the adminis-
trative grade.

11. The above figures show the major expansion of staff that occurred
in 1968, when over 100 were recruited, of which about a third were at
senior level. At the end of that year, there was acute shortage of staff in
the administrative and technical grades, which has since been rectified.
Head Office staff reached 174 in 1971 and is not expected to increase
significantly in the near future. Average number of staff in each regional
office was about 11 in 1967 and has increased to about 18 in 1971. The last
expatriate left in April 1972.

B. Finance and Operations

Financial Resources

12. Analysis of loans by borrower and purpose and of recoveries are at
Tables 1, 2 and 3. Condensed balance sheets for fiscal years 1967 through
1971 are at Table 4. For 1967 CNCA's fiscal year ended on June 30. For
1968 onwards the end was changed to August 31, which is more satisfactory,
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since it is sufficiently long after the harvest for seasonal loans to be
at a minimum. The accounts for fiscal 1968 thus cover a 14-month period.

13. Table 4 shows CNCA's resources. As at August 31, 1971, about 36%
came from capital grants and reserves, 13% from the liquidation account
(which is regarded as quasi equity), 13% from the long-term IBRD loan, and

38% short-term from rediscounts and deposits. In an effort to meet IBRD's
requirements for the separation of CLCA accounts, the Government grants were
rearranged for fiscal 1970. DH 15 million was taken from the DH 20 million
SOCAP grant, DH 33.8 million from the liquidation account, and these were
shown as a Government grant of DH 48.8 million for CLCA. This grant was
raised to DH 55.7 million in 1971 through an additional transfer from the

liquidation account. The remaining DH 5.0 million for SOCAP is adequate at

present. The DH 12.8 million general reserves at the end of fiscal 1971 are
well above IBRD's requirements that reserves should reach 15% (DH 7.5 million)
of CNCA's general capital of DH 50 million by that date. Bad debts provisions,
at DH 10.1 million, cover more than 50% of overdue by private farmers but do

not cover loans to provinces.

14. CNCA has access to rediscount with the Bank of Morocco up to
DH 110 million for its main seasonal operations, and a further DH 10 million
for CLCA, at 3% a year interest. In April, 1971, it went up to its maximum
with the Bank of Morocco, but this was reduced to DH 102 million at the end

of fiscal 1971. CNCA is also able to rediscount with the Caisse de Depot
et de Gestion up to DH 35 million at 5.5% a year interest and has access to
the local monetary market.

Operating Results

15. Table 5 shows income and expenditure for the last five years
through 1971. Up to end-1968, CNCA received a fee for managing the liquid-
ation account, but paid interest to Government for the use of the funds in

the account. From 1969 onwards CNCA has managed this account without charge,
but has not paid interest for the use of the funds. This has been advanta-
geous to CNCA in the past, although during the last two years DH 40.7 million

from this fund was transferred to a capital grant for CLCA (para 13).

16. The commission paid by Government to CNCA (DH .93 million in
1971) for CLCA operations represents the difference between CNCA's income
and expenditure on behalf of CLCA. CLCA salaries and wages are included
under CNCA's expenditure and CLCA income from loans in CNCA's income.
Additionally, CNCA incurs expenses to cover its overheads at Head Office
on behalf of CLCA. The shortfall is made up as the commission.

17. For the last five years table 6 shows some comparative ratios for
CNCA and Government operations combined based on tables 4 and 5. The rise
in administrative costs, from 1.5% of average capital employed in 1967 to
3.1% in 1969, reflects the increase in staff since 1968, which was essential,
particularly in the higher grades, to improve CNCA's efficiency. The ratio

has since declined, showing improved efficiency. Interest earned rose from
4.6% of average capital employed in 1967 to 6.1% in 1968, reflecting the
effect of the increase in interest rates (from between 4 and 5.5% to a minimum
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of 6%), which CNCA agreed to as a condition of the first IBRD loan. In 1968,
6.1% was exceptional, due to penalties on high arrears of short-term loans,
but the figure declined to 5.7% in 1971. The spread between interest earned
and financial charges has averaged about 3.7% of average capital employed
for 1967 through 1971. The equity/loan ratio improved in 1970 and 1971 due
to repayments of the IBRD loan. Comparative ratios for CNCA's own operations
(after separation of accounts) are discussed in para 33.

Lending Policies and Procedures

18. CNCA lends on its own account to farmers whose annual fiscal
revenue is more than DH 3,000 to cooperatives and to groups of farmers.
Seasonal loans are given for farm inputs (mainly fertilizer and improved
seeds) and cattle fattening, and medium- and long-term for on-farm improve-
ments and purchase of farm machinery (mainly tractors, pumps, irrigation
equipment, and harvesters). All loans to individual farmers are made
through Regional Offices, while all other loans are handled at Head Office.
Loans of above DH 40,000 1/ to individual farmers are processed at Regional
Offices but referred to Head Office for final approval.

19. The request for a loan from an individual farmer includes details
of fiscal revenue and evidence that taxes have been paid, proposed security,
proforma invoice (for machinery purchase), plans and quotations (for building
construction, wells and pumps), and farm data. Upon receipt of a loan request
at Regional Office, a technician visits the farm and verifies the information,
except in certain cases where the client is well known, and the farming
pattern has not been altered. A visit is mandatory for all short-term loans
for cereal and vegetable production above DH 20,000 (DH 10,000 for maintenance
of vineyards and fruit farms) and for all medium-term loans above DH 20,000
for machinery. After the technician is satisfied, the loan is referred to
tthe regional Credit Committee. Average time from receipt of application to
approval of loan has been less than 21 days for the past two years, which is
commendable.

20. Seasonal loans for crops are given on the basis of a fixed sum
per hectare for the main crops. For growing maize, groundnuts, and melons,
a slightly higher sum is given if mechanical cultivation is used. Amounts
per ha vary according to the crop, from DH 150 for sunflower and DH 800 for
potatoes, to DII 1,300 for rice (irrigated). These sums represent around
40% of the seasonal costs of growing these crops. Length of loan depends on
the growing period of the crop and can vary from 5 to 10 months. Seasonal
loans for livestock fattening are given on the merits of each individual
case. lialf of most seasonal loans are paid to farmers as soon as the loan
is approved, and the other half after proof that the required farm inputs
have been bought. Security for seasonal loans is invariably a lien on the

1/ This limit is increased to DH 50,000 for maintenance of fruit farms
and cattle fattening, and to DH 150,000 for seasonal credit for rice
and cultivation. It is reduced to DH 30,000 for maintenance of vineyards.
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crops produced. For livestock fattening and larger crop loans, a guarantor
or further collateral security is frequently required. Interest rate is 6%
a year.

21. Medium-term loans for tractors with accessories, pumps, harvesters
and other agricultural machinery are usually for periods up to five
years. The loan is a maximum of 70% of the purchase price. CNCA pays the
supplier direct after receiving evidence that the purchaser has paid the
balance. Security Is a chattel mortgage on the machinery. Interest rate
is 6.5% a year.

22. Long-term loans for on-farm improvements, particularly farm
buildings, are usually for a maximum of 10 years, though the average is
about seven. Security is usually a mortgage on the farm, coupled in some
cases with a guarantor. Interest rate is 6.5% a year.

23. Applications for loans from production cooperatives, including
Agrarian Reform cooperatives, 1/ and from agricultural enterprises are
considered at Head Office, and loans can be for any of the purposes outlined
above. Loan regulations are also similar to the above. After examination
at Head Office and in the field as required (in which Regional Offices may
assist), loans are referred to the Management Committee for approval.
Security is usually a lien on the crops produced together in the case of
cooperatives, the collective guarantees of the individual members, or
additional guarantees in the case of enterprises. Interest rate is 6.5% a
year.

24. Applications from groups of farmers ("Groupements de Mecanisation")
for tractors and harvesters are considered by Head Office under procedures
similar to those above. Loans are for a maximum period of five years, at
6-1/2% interest, and security is a chattel mortgage on the equipment being
purchased. Additional security through the collective guarantees of the
members is occasionally required.

Operations

25. The following table shows loans outstanding at the end of each
year:

1/ Cooperatives formed under the land reform and settlement program on
lands of former European settlers.



ANNEX 3
Page 7

End of Fiscal Year /a 1967 1968 1969 1970 1971

------- DH million------------

Buffer stock advances 2.9 31.2 44.0 16.8 19.6
Short-term loans 103.5 76.5 85.2 134.8 149.7
Medium- and long-term loans 54.8 84.2 93.2 112.7 130.9

Total 161.2 191.9 224.4 264.3 300.2

Short-term as % short plus
medium on long-term loans 64 48 47 54 53

/a Up to and including 1967 the fiscal year ended June 30, thereafter
August 31. Figures in the table for 1968 are thus for 1 months.

Buffer stock advances are mainly to cover surplus stocks of agricultural
produce (in 1971, cotton with some wheat). They have declined considerably
from the abnormal 1969 high, which was due to relatively good harvests in
1968 and 1969.

26. The number of active accounts over the same period for short-,
medium- and long-term loans were:

End of Fiscal Year 1966 1967 1968 1969 1970
------------ Thousands-------------

Short-term 4.3 5.1 4.6 6.4 5.3
Medium- and long-term 7.1 8.5 8.8 12.0 9.5

Total 11.4 13.6 13.4 18.4 14.8

Short-term as % total 38 38 34 35 36

Separate accounts are kept for advances under these two headings, so that a
farmer (or cooperative) could have accounts under both headings. The number
of accounts decreased in 1970, although the total amount outstanding in-
creased.

27. A detailed analysis of loans made over the past five years (exclud-
ing SOCAP and CLCA) is given in Tables 1 and 2. Total value of loans to
individual farmers, cooperatives, and other groups has increased considerably
since 1967, and for the past three years has averaged more than one-half of
CNCA's annual lending program. Short-term loans over the same period averaged
50% of total loans to individuals and to other groups, and remained close to
100% for cooperatives. Since 1967 the average size of short-term loans to
individuals for both seasonal farm inputs and livestock has increased, as has
the average size for all categories of medium-term loans.
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Loan Recoveries

28. Overdue loans are charged a further 2% interest a year if not paid

within two months of due date. Each Regional Office has a separate section

working full time on recoveries and since 1968 CNCA, has maintained records

to show overdue loans classified by age. Details are in para 4.09. Over the

past four years, total overdues have been reduced by about 24%. It is

significant that sums overdue by more than 26 months decreased also by 24%

(from DH 8 million to DH 6.1 million) during the past fiscal year.

29. Provisions to cover bad debts on individual loans in the accounts

are now calculated on the basis of 15% on loans overdue eight to 14 months,

50% on 15 to 26 months, 75X on 27 to 38 months and 100% on those over 38

months. On this basis, provisions for fiscal year 1971 are DH 10.1 million,

more than 50% of total overdues on individual loans; such provisions are con-

sidered satisfactory.

Impact of First Project

30. Available data permit only limited quantifiable evaluation of the

project's impact on development. Data furnished by CNCA are based on case

studies rather than on representative sample surveys. For on farm investments

which had not yet reached full development (mainly plantations) CNCA could

merely assume standards of performance observed. Elsewhere a fuller discus-

sion on the evaluation of the first project is given in the report in para

2.16 to 2.20. A summary of developments financed under the project is given

in Table 7.

CNCA Financial Reorganizationand Expansion

31. Although CNCA's operations have improved over the past three years,

there are a number of financial aspects which would require changing before

the project could go forward. These involve the separation of all operations

carried out on government account (Table 8) and strengthening of CNCA's

capital resources. These aspects are discussed in the main report (paras

4.13 to 4.16).

32. Table 9 gives the project cash flow and tables 10, 11 and 12 CNCA's

projected cash flow, operating results and balance sheets. CNCA's expanded

operations are expected to be financed by increased deposits, additional

equity capital, and borrowings from Banque Centrale Populaire und Kreditanstalt

fur Wiederaufbau. The projections in tables 10, 11 and 12 are based on the

following interest charges: 6% on snort-term loans; 6.5% on medium- and

long-term loans to borrowers having a fiscal income of less tihan DH 6,000;

and 8% on uedium- and long-term loans to borrowers having a fiscal income of

nH 6,0)00 and above and on all Project loans for mechanization.

33. Comparative ratios for CNCA's own operations (after separation of

accounts as proposed in table 8) are shown in table 6. Administrative costs

would rise from 3.0% of average capital employed in 1971 to 3.4% in 1976

(or about 11%) reflecting increase in staff and wages. Cost of capital
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would increase from 2.1% of average capital employed in 1971 to 2.7% in
1976 as a result of the present loan and other medium- and long-term borrow-
ings from Banque Centrale Populaire (DH 35 million) and Kreditanstalt (DH 3.3

million). Interest earned would rise from 5.3% of average capital employed
in 1971 to 7.1% in 1976 reflecting the increased lending rate for medium-
and long-term loans (from 6.5% to 8% on about 84% of CNCA's operations). The

spread between interest earned and cost of resources would rise from 3.2% of
average capital employed in 1971 to 4.4% in 1976. The debt/equity ratio
would decrease from 1:2.2 in 1971 to 1:1.2 in 1976 when CNCA's borrowings
from IBRD would be at their highest level.
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MOROCCO Table 1

SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

ANALYSIS OF LOANS MADE BY TYPE OF BORROWER

Fiscal Year 1967 1968 1969 1970 1971
- - - - --DH Million- - - - - - -

BY BENEFICIARY (TOTAL)

Individual farmers 15.9 25.5 61.2 76.2 115.4

Cooperatives 7.0 33.1 50.1 41.2 59.6
Other farming groups 11.2 10.8 10.6 24.2 9.5

Provinces (CGEA) 21.2 78.5 45.8 48.5 0.1

Other public institutions 51.0 144.3 48.1 124.7 140.2

106.3 192.2 215.8 314.8 324.8

BY BENEFICIARY (SHORT TERM) - - - - - - DH Million - - - - - - -

Individual farmers 7.2 9.8 23.0 39.3 73.1
Cooperatives 6.9 33.1 50.1 41.2 53.9
Other farming groups 8.4 7.7 4.7 10.9 6.5
Provinces (CGEA) 21.2 73.5 35.6 45.0 __

Other public institutions 50.1 44.0 48.0 123.0 139.9

93.8 168.1 161.4 259.4i 273.4

SHORT TERM AS TOTAL LOANS EACH BENEFICIARY -- - - - - Percent- - - - - - - -

Individual farmers 45 38 38 52 63
Cooperatives 99 100 100 100 90

Other farming groups 75 71 44 45 68
Provinces (CGEA) 100 941 78 93 --

Other public institutions 98 99 100 99 100

89 87 75 82 84

BENEFICIARIES AS % TOTAL LOANS EACH YEAR - - - - - -- Percent- - - - - - - -

Individual farmers 15 13 28 24 36
Cooperatives 7 17 23 13 18
Other farming groups 11 6 5 8 3
Provinces (CGEA) 20 41 21 15 --

Other public institutions 47 23 23 140 43

1C0 100 100 100 100

May 2, 1972
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SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

ANALYSIS OF LOANS MADE BY PURPOSE

Fiscal year 1967 1968 1969 1970 1971
- - - - - DH Million - - - - - - - -

TOTAL BY TmPE OF LOAN TO INDIVIDUALS

I. Short term

Seasonal farm inputs 5.3 6.3 12.3 17.7 29.2
Harvesting 0.1 - 0.7 0.4 -
Livestock 1.8 3.5 10.0 21.2 43.9

Total 7.2 9.8 23.0 39.3 73.1

II. Medium - and long-term

On-farm improvement 3.1 3.2 8.5 8.2 12.5
Tractors and accessories 1.2 3.9 10.6 13.8 13.8
Pumps 2.0 1.2 1.8 2.6 2.3
Plantations 0.5 3.1 6.8 5.b4 3.2
Other 1 .9 4.3 10.5 6.9 10.5

8.7 15.7 38.2 36.9 42.3

III. Total all types 15.9 25.5 61.2 76.2 115.4

AVERAGE SIZE OF LOAN TO INDIVIDUALS - - - - - - DH Thousand - - - - - -

I. Short term

Seasonal farm inputs 3.2 4.5 1C.h 11.9 10.0
Harvesting 3.1 - 1.8 2.1 -
Livestock 10.1h 11.1 15.3 14.4 1 4.8

II. Medium - and long-term

On-farm improvement 3.7 5.8 4.8 7.2 6.6
Tractors and accessories 13.2 17.0 18.3 21.2 21.1
Pumps 5.4 6.8 9.0 1C.3 8.7
Plantations 3.8 17.9 28.2 h3.2 23.2

May 2, 1972
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SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

Collection of Individual Loans
(in DH Million)

Amount under Collection Recoveries Total

Overdue Fallen Due On Instalements
as of the Since the On Overdues Fallen Due

End of June End of June Total Amount Percentage Amount Percent. Amount Percent.

As of November 30, 1968 17.4 14.4 31.8 n.a. n.a. n.a. n.a. 21.7 68.2

As of December 31, 1969 13.5 23.1 36.6 5.3 39.2 20.1 87.0 25.4 69.3

As of November 30, 1970 12.0 25.5 37.5 4.5 37.5 21.9 85.8 26.4 70.4

As of September 30, 1971 14.7 39.8 54.5 5.3 36.1 34.3 86.2 39.6 72.7

May 2, 1972
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MOROCCO
SECOND AGRICULTURAL CREDIT PROJECT
CAISSE NATIONALE DE CREDIT AGRICOLE

CONDENSED BALANCE SHEETS
(in DH Million)

End of fiscal year (A) 1967 1968 1969 1970 1971

ASSETS
Current assets

Banks and correspcndents 13.2 22.3 27.3 33.5 12.6
Cash 0.1 0.1 0.1 0.3 0.6
Accounts receivable 1.1 5-9 5-9 8.0 8.2

Sub-total 14.4 28.3 33.3 41.8 21.4

Short-term loans
Ordinary operations (3) 93.8 71.0 82.0 128.5 139.4
Agricultural stocks 2.9 31.2 44.o 16.8 19.6
Depositors - - - 3.5 7.3

SOCAP 8.6 4.3 2.6 1.2 1.8
Agrarian Reform Cooperatives 1.1 1.2 0.6 1.6 1.2
Caisses Locales 0.1 . 0.2 4.2 4.8

Sub-total 106.5 107.7 129.4 155.8 174.1

Medium and long-term loans
Ordinary operations 53.5 82.4 93.4 109.8 126.3
Agrarian Reform Cooperatives 1.3 1 .8 1.8 2.9 4.6
Caisses Locales - 11.8 22.5 27.9 32.9

Sub-total 54,. 96.0 117.7 14C.6 163.8

Fixed and other assets
Land, buildings and equipment (less
depreciation) 2.5 3.3 3.0 3.6 5.4
Staff training (less depreciation) - 1.2 1.2 0.5 -

Sub-total 2.5 4.5 4.2 4.1_ 5.4

TOTAL ASSiTS 178.2 236.5 28)4.6 323 364.7

LIABILITIFS
Current liabilities

Special funds C) - 9.6 i.4 1.1 1.1
Deposits - - - 14.4 25.8
Rediscounts (Central Bank and Caisse de 14.7 63.0 72.8 93.0 102.2
Depot et 5estion)
Accounts payable 28.7 8.0 3.3 14.4 7.h

Sub-total 43.4 76.6 77.5 122.9 136.5

Long-term funds
IBRD loan (433-MOR) 19.S 23.2 49.2 46.6 43.5

Sub-total 1).S 23.2 49.2 J6.6 .3 .5
Capital and reserves

Government grant, general purposes 5c.c 5C.0 50.0 53.r, 50.0
Government grant, Caisses Locales _ - - 58 55.7
Government grant, SOCAP 22.2 2C.2 20.0 ,.0 5.0
Revolving fund (TA0-USAID) 0.6 v.6 0.6 0.6 o.6

Sub-total 70.6 7C.6 70.6 10c4. 111.3

Quasi-capital, liqcuidation account 44s, 55. 1 v8.6 44,. 44.o
General reserve - - 4. 7.2 12.8
Special reserve (OCLA anarantee Fund' - 0.9 1 .4 2.0
Provisions (bad debts) _ B.6 10.5 10.2 10.1

Suo-total 11.655.4 67.

Profit and loss accouLt 0.6 2.0 2.5 4.6 4.5

Sub-total 0.6 2.0 2. 5.6

TOTAL LIA31LITI&R 178.2 236.5 284.6 3lf2.3 364.7

(A) Fiscal year 1967 ended on June 30, thereafter on Aagust 31
Figures for 168 thus cover a ll-month period.

(B) Loans to farmers, groups, cooperatives (excluding Agrarian Reform) and Provinces.

(C) For distribution of fertilizer and seeds to subsistence farmers. and seed multiplication
of Mexican wheat.

May 3, 1972
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

INCOME AND EXPENDITURE STATEMENTS
(in DH Million)

Fiscal years (A) 1967 1968 1969 1970 1971

INCOME

Interest earned
Medium and long-term loans (3.37 5.45 6.79 8.57 9.96
Penalties and arrears on above ( 0.35 0.09 0.26 0.16
Short-term loans (4.46 5.89 5.32 6.97 8.38
Penalties and arrears on above ( 1.11 0.30 0.55 0.35
Agricultural stocks 0.46 o.81 1.99 1.69 1.12
Deposits and accounts 0.28 0.54 o.64 0.80 0.62

Sub-total 8.57 14.15 15.13 18.84 20.59

Commissions and fees
Caisses Locales -- -- 1.91 1.31 0.93
Others 1.17 1.84 0.55 0.38 0.62

Sub-total 1.17 1.84 2.46 1.69 1.55

Sundry Income
Rents and miscellaneous 0.31 0.34 0.33 0.47 0.78

Sub-total 0.31 0.34 0.33 0.47 0.78

TOTAL INCOME 10.05 16.33 17.92 21.00 22.92

EXPENDITURE

Admrinistration
Salaries and wages 2.36 5.53 7.43 7.99 8.76
Transportation and travel 0.07 0.31 0.35 0.41 0.50
Other administrative costs 0.42 1.10 1.14 0.98 1.37

Sub-total 2.85 6.94 8.92 9.38 10.63

Financial charges
Interest on borrowings 1.60 2.61 2.04 2.77, 2.64
Interest on rediscounts 0.65 1.66 2.59 2.88 4.08
Interest on liquidation account O0.J5 0.49 - - -
Commissions on guarantees 0.30 0.07 - -
Banking and other charges 0.C1 0.02 0.02 c.01 0.32

Sub-total 3.01 4.85 4.65 5.66 7.04

Depreciation and provisions 3-79 2.96 3.C5 0.51 0.54
Sub-total 3.79 2.9 3.05 0.51 0.54

Surplus 0.4c 1.5 1.30 5.45 4.71
Sub-total 0.40 1.5 1.30 5.45 4.71

TOTAL EXPENDITURE 10.05 16.33 17.92 21.00 22.9k

(A) Fiscal year 1967 ended on June 30, thereafter on August 31.
Figures for 1968 thus cover a 14-month period.

May 2, 1972
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SECOND AGRICULTURAL CREDIT PROJECT
CAISSE NATIONALE DE CREDIT AGRICOLE

COMPARATIVE RATIOS

BASED ON COMBINED CNCA AND GOVERNMENT OPERATIONS BASED ON CNCA OPERATIONS ONLY

(Details in Tables 4 and 5) (Details in Tables 8, 11 and 12)

UNTT 1967 1968 1969 1970 1971 1971 1972 1973 1974 1975 1976

-Projected - - - - - - - - -

Average capital employed DH Million 180 235 285 345 365 255 295 320 370 425 465

(estimated)

Administrative costs percent 1.5 3.0 3.1 2.7 2.9 3.0 3.3 3.5 3.5 3.3 3.4

as % average capital employed

Financial charges percent 1.6 2.1 1.6 1.6 1.9 2.1 2.0 2.5 2.3 2.4 2.7

as % average capital employed _

Interest earned percent 4.6 6.1 5.3 5.4 5.7 5.3 5.1 5.8 6.2 6.4 7.1

as % average capital employed _

Total income percent 5.7 7.1 6.3 6.1 6.2 6.0 5.9 6.4 6.7 6.9 7.5

as % average capital employed

Debt/equity ratio (A) ratio 1:5.o 1:5.4 1:2.9 1 :3.4 1:3.9 1:2.2 1:1.5 1:2.2 1 :2.1 1:1 .4 1:1.2

Return on equity, percent 0.4 1.3 0.9 3.6 2.8 2.2 1.4 0.9 2.3 2.9 3.8

quasi equity and general reserves (B)

(A) "Equity" excludes provisions and CLCA Guarantee Fund, includes quasi equity;
"Debt" includes long-term debts only.

(B) Amounts to 1.8. on average over the period 1967-71 and to 2.37/ over the projected period 1972-76, Cf X
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT
CAISSE NATIONALE DE CREDIT AGRICOLE

CQkPARISON BE~1~EN FSTTiTED AND ACTUAL EVELOPMENT LOANS

UNDER THE FIRST CREDIT PROJECT

Development Estimated Number Loan Amounts
Financed of loans Actual Estimated

(ha) (Number) ---- (IH Million)----

Plantations 5,400 360 16.3 4.5

-Land improvement 1,500 180 4. 12.0

Drainage & irrigation 1,070 210 3.1 7.0

Sub Total 23. 8 23.5

Number
Financed

Tractors & equipment 1,270 1,270 39.8 31.0

Other heavy equipment 287 280 19.0 15.0

Pumps & irrigation equipment 370 370 3.7 8.0

Buildings - 1,600 9.5 17.5

Other credit - - 0.3 5.0

Sub Total 3,520 3,520 72.3 76.5

Total 4,270 96.1 100.0

of which IBRD (50%) 48.1 50.0
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MiOROCCO
SECOND AGRICULTURAL CREDIT PROJECT
CAISSE NATIONALE DE CREDIT AGRICOLE

PROPOSED SEPARATION OF NCA's aACCOUNTS
OPEATED ON GOVERNMENT' Is BEHALF

AS AT 31 AGUS,9711
(in DHMillion)

GOVERNMENT CNCA CONSOLIDATED (A)

ASSETS
Current assets

Banka and Correspondents - 12.6 12.6
Cash - 0.6 0.6
Accounts receivable _ 8.2 8.2

Sub-total - 21. 21.4

Short-term Loans
Ordinary operations 43.8 95.6 139) 
Agricultural stocks - 19.6 1i.6
Depositors - 7.3 7.3
SOCAP 1.8 - 1.3
Agrarian Reform Cooperatives - 1.2 1.2
Caisses Locales 4.8 - 4-8

Sub-total 50.4 123.7 174.1

Medium and long-term loans
Ordinary operations 27.4 98.9 126.3
Agrarian Reform Cooperatives - 4.6 4.6
Caisses Locales 32.9 - 32.9

Sub-totel 60.3 103.5 163.8

Fixed and other assets
Land, buildinEs and equipment - 5.4 5.4
Staff training - -

Sub-total 5.I4 5.}4

TOTAL ASSETS 110-7 254-. 3I)t.7

- IABILITIED
Current liabLl 'tis

Special funds 1.1 - 1.1
Deposits - 25.H 25.8
Rediscounts 46- 55.3 102.2
Accounts payable _ 7.13 7.4

S-b-total 48.0 2zi- 136.5

Lcni-tepm funds
IBRD loan 3-M)0R) - 43.9 43-5

Sub-tobal _ d 35 

Capital and re3erve3
Government grant, general purposes - 5'.- 50.°
Government grant, Caisses Locales 5,.7 - 55.7
qovernmpnt grant, SOCAP 5.0 - 5.0
Revol7ing fund 0.6 - 0.6

Sub-total r1.3 50.3 111.3

Quas- capital, liquidation account - 4.° 0
General reserves - 1.. 12.8
Special reserve, CECA Guarantee F'und 2.0 ' .0
Provisions (bed. debts) - 10.1 10.1

Snb-total 2.0 6o.6 __.9

Profit and Loss accooun. -ub-tor-al
TOTAL LIAUITL6 2 9 3 ._ 3

,AT-As per balance sheet irTabiT4.

May 2, 1972
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SECOND AGRICULTU9?AL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE: PROJECTED IBRD LOAH/ IDA CREDIT CASH FLOW
(in DH Million)

1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 TOTAL

INFLOW

CNCA's contribution (equity) 32.7 19.6 11.8 - - - - - - - - - - - 64.1
IDA Credit (equity) 27.5 18.6 - - 4 _ -6.1

IBFD Loan - 30.6 57.4 22.7 - - - - - - - - - - - 110.7
Repayment by borrowers (principal and interest) - 11.0 27.0 45.9 51.5 49.1 34.9 20.8 9.3 11.4 10.6 10.6 10.6 7.7 4.1 304.5
Revenue from relending operations (A) - - - - - 1.0 1.9 2.8 3.7 4.3 4.1 4.O 3.8 3.8 3.3 32.7

TIOTAL 60.2 79.8 96.2 68.6 51.5 50.1 36.8 23.6 13.0 15.7 14.7 14.6 14.4 11.5 7.4 558.1

OUTFLOW

Loans to borrowers 56.o 72.7 85.2 11.1 - - - - - - - - - - - 224.0
IBRD Loan (interest and commitment fee only) 0.8 1.8 5.7 7.3 4.0 - - - - - - - - - - 18.6
Administrative costs (B) 0.8 2.3 3.9 4.3 3.5 2.6 1.8 1.3 1.1 0.9 0.7 0.5 0.3 0.1 - 24.1
Provision for bad debts (C) 2.6 3.0 3.5 - - - - - - - - - - - - 9.0
Repayment to IBRD (principal and interest) - - - - 7.6 15.2 15.2 15.2 15.2 15.2 15.2 15.2 15.2 15.2 15.2 159,6(

TOTAL 60.2 79.8 96.2 22.7 15.1 17.8 17.0 16.5 16.3 16.1 15.9 15.7 15.5 15.3 15.2 435.3

SURPLUS/(DEFICIT)

Annual - - - 45.9 36.4 32.3 19.8 7.1 (3-3) (0-4) (1.2) (1.1) (1.1) (3.8) (7.8) 122.8

Cumulated - _ _ 45.9 82.3 114.6 134.4 141.5 138.2 137.8 136.6 135.5 135.4 130.6 122.8

(A) Revenue has been calculated on portion of the loan/credit not required for repayment of the loan.

(B) 2.4% of outstanding loans.

(C) 47. of loans made.

May 2, 1972



MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

CASH FLLW PROJECTIONS

(in DH million)

Fiscal Year (A) 1972 1973 1974 1975 1976

Cash and Banks at Beginning of Year 13.2 37.7 26.8 28.3 40.8

INFLOW
Excess income over expenditure put into reserve, provision and depreciation 3.3 4.1 7.1 8.8 11.5

Now-Project Operations
Increase in deposits 7.0 7.0 7.0 7.0 7.0
Decrease in accounts receivable 1.0 - 1.0 - -
Gcvernment Contribution to capital - 44.O - - -

Medium-term reoayments
- on ordinary ooerations 21.6 21.6 21.6 -
- on Agrarian reform onerations - 0.3 0.4 0.5 -

Banque Centrale Ponulaire loan 35.0 - - - -

Kreditanstalt loan 3.3 - - -

Proje IDAe ffunds for on-lending (B) 27.5 49.2 57.4 22.7
CNCA; borrowers repayments (principal) - - 7.3 19.0 33.1

Total 59.5 145.5 120.4 142.6 115.1

OUTFLOW
Non-Project Ooerations

Short-term loans (net increase in portfolio)
- ordinary oDerations 2.8 2.8 2.8 2.8 2.8
- agricultural stocks 0.2 0.3 0.3 0.3 0.3
- debtors 0.1 0.1 0.1 0.1 0.1
Agrarian Reform Groups 0.1 - - - -

Medium- and long-term loans (net increase in portfolio)
- ordinary operations 9.5 _ - - 59.0
- Agrarian Reform Groups 4.0 - - - 6.o

Decrease in accounts payable 1.4 - 1.0 -
Decrease in liquidation account -[44.o - - -
Repayments loan 433-MOR 2.9 3.0 3.2 3.4 3.5
Repayments loan Banque Centrale Populaire - 12.0 12.0 11.0 -
Increase in fixed assets 0.8 0.5

Project OperatioCns 
Loans to CNCA borrowers -56.o 72.7 84.2 11.1 3

Total 21.8 118.7 92.1 101.8 82.8 2

Cash and Banks at End of Year 37.7 26.8 28.3 40.8 32.3

(A) F'iscal years end August 31
(B) IDA funds will be contributed by Government to CNCA's Capital

May 2, 1972



MOROCCO
SECOND AGRICULTURAL CREDIT PROJECT

CAISSE NATIONALE DE CREDIT AGRICOLE

CONDENSED PROJECTED INCOME AND EXPENDITURE STATEMENTS

(in DH MilliGn)

Fiscal Year (A) 1972 1973 1974 1975 1976

'ICOME

Interest Earned
Short-term loans 6.84 7.53 8.34 9.3 10.38Medium-term loans 7.17 9.78 13.06 16.70 21.12Deposits and acoounts 1.10 1.20 1.30 1.40 1.50

Sub-Total 15.11 18.51 22.70 27.40 33.00

Commissions and Fees
Government accounts 0.95 0.85 0.75 o.65 0.55Others 0.40 0.40 0.40 0.40 0.40

Sub-Total 1.35 1.25 1.15 1.05 0.95

Sundry Income
Rents and miscellaneous Sub-Total 0.80 0.85 0.90 1.95 1.00

TOTAL INCOME 17.26 20.61 24.75 29.40 34.95
EXPENDITURF

Administration (B)
Salaries and wages 6.25 6.81 7.42 8.10 8.82Transoortation and travel o.44 0.48 0.52 0.57 0.62Other administrative costs 1.17 1.28 1.40 1.53 1.67

Sub-Total 7.86 8.57 9.34 10.20 11.11
Financial Charges

Interest on borrowings 3.50 5.37 5.70 7.87 9.77
Interest on rediscounts 2.53 2.53 2.53 2.53 2.53
Blanking and other charges 0.02 0.02 0.03 0.03 0.04

Sub-Total 6.o5 7.92 8.26 10.43 12.34

Depreci ation Sub-Total 0.30 0.40 0.30 0.40 0.30

Provision for Bad Debts Sub-Total 1.47 2.37 3.04 3.40 4.43

Surplus Sub-Total 1.58 1.35 3.81 4.97 6.77

TOTAL EXPENDITURE 17.26 20.61 24.75 29.40 34.95

(A) Fiscal years end August 31
(B) Administrative costs include those for operating Government accounts and Others for which income is shown under "Commission and Fees"

M__. I> 1 !1



MOROCCO

SECOND AGRICULTUEAL CREDIT PROJECT

CAIlSSE 9ATIONALE DE CREDIT AGRICOLE

CONDENSED PROJECTED BALANCE SHEETS
(in DH million)

End of fiscal year (A) 1972 1973 1974 1975 1976

ASSETS

Current Assets
Banks and correspondents 37.1 26.2 27.7 40.2 31.7
Cash o.6 0.6 o.6 o.6 o.6
Accounts receivable 7.2 7.2 6.2 6.2 6.2

Sub-Total 44.9 34.0 34.5 47.0 38.5

Short-term Loans
Ordinary operations 97.8 i0o.6 103.4 io6.2 109.0
Agricultural sto-ks 19.8 20.1 20.4 20.7 21.0
Depositors 7.4 7.5 7.6 7.7 7.8
Agrarian reform cooperatives 1.3 1.3 1.3 1.3 1.3

Sob-Total 126.3 129.5 132.7 135.9 139.1

Medium - and long-term Loans
Credit operations, this project - 56.o 121.4 186.6 164.6
Credit overations, other 10.6 86.8 65.2 43.6 102.6
Agrarian reform cooneratives 8.6 6.3 7.9 7.6 13.4

Sub-Total 117.0 151.1 194.5 237.6 280.6

Fioed and Other Assets
Land, buildinos and equipment 5.9 6.o 5.7 5.3 5.0

(leso depreciation) 5.9 _..7 7

TOTAL ASSETS 294.1 320.6 367.4 425.8 463.2

LIABILITIES

Currest Liabilitieo
Deposits 32.8 39.8 46.8 53.8 6o.8
Rediscounts 55.3 55.3 55.3 55.3
Acosunts payable 6.o 6.o 5.0 5.0 5.0

Sub-Total 94.1 101.1 107.1 114.1 121.1

Lo-7-ter- Funds
ISRD Thus (433-MOR) 40.6 37.6 34.6 31.0 27.5
D10:1 loo,n (this project) - - 30.6 88.0 110.7
Bosque Centr-ls Posolaire loan 35.0 23.0 11.0 - -
Kreditanstalt loan - 3.3 3.3 3.3 3.3

Sub-Total 75.6 63.9 79.3 122.3 141.5
Ca-ital and Reserve

C,sital 94.0 121.5 160.1 140.1 140.1
OGneral reserves 18.8 20.1 23.9 28.9 35.7
ProvIsion for bhd debts 11.6 14.0 17.0 20.16 24.8

Sob-Total 124.4 155.6 181.0 189.4 200.6

TOTAL LIABILITIES 29L.1 320.6 367.4 425.8 463.2

(4) Fi-cal yeoro cod August 31

May 2, 1972
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Appendix 2

MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT
CAISSE NATIONALE DE CREDIT AGRICOLE

I. MEMBERS OF ADiMINISTRATIVE COUNCIL

PRESIDENT: The Minister of Agriculture and Agrarian Reform

OTHER MEMBERS:

General Manager CNCA.

Director of Studies and Economic and Legal Affairs, Ministry of
Agriculture.

Head of E.xtension Division, Ministry of Agriculture.

Director of Water and Forest Administration, Ministry of
Agriculture.

Head of Cooperatives and Agricultural Cred't Department,
Ministry of Agriculture.

Deputy Director and Head of 3udget Division, Ministry of
Finance.

Inspector of Finances, Ministry of Finance, and Financial
Controller, CNCA.

Secretary of the Agricultural Commission of the Coordination
and Planning Division.

Head of Local Collectives Department, Yinistry of the Interior.

Deputy Director, Head of Credit Department, Bank of Morocco.

Eeven farmers, one each representing the Provinces of Agadir,
Beni-Mellal, Casa'lanca, Fes, Kenitra, Marrakech, Meknes,
Ouarzazate, Oujda, Settat, Tetouan.

II. MEMBERS OF MANA*34IET COMMITTEE

PRE;SIDENT: Secretary General of CNCA, representing the General Manager of
CN CA.

OTHER MEMBERS:

Inspector of the Central Ad:inistration, Treasury Deoartment,
Ministry of Finance.

Member of CNGA's Adninistrative Council, Head of Cooperatives
and Agrioultural Credit Department, Ministry of Agriculture.

Deputy Head of Extension Divis4on, Ministry of Agrlculture.

Administrative Secretary, Local Collectives Department, Mi nistry
of the Interior.

Deputy Director, Head of Medium and Long Te=n Credit Div.sion,
Credit Department, Sank of Xorocco.

April 28, 1972
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

Grain Farm Mechanization

A. Cereal Production and Marketing

Production

1. Cereals are Morocco's most important crop. Although nearly all
farmers grow some cereals, production is concentrated in non-irrigated
regions west of the Atlas mountains at elevations below 800 m where annual
rainfall exceeds 300 mm.

2. Areas planted to cereals normally range between 3.9 and 4.5 million
ha; the lowest reported area was 3.2 million ha in 1957. Variations in area
planted are due mainly to differences in rainfall during November/December.
Lack of rain during this period causes heavy soils to harden, thus hindering
land preparation, especially where animal-drawn implements are used (on around
three quarters of total area).

3. Average wheat yields vary greatly from year to year (5 qx/ha in
1966/67 and 12.6 qx/ha in 1967/68). In addition there are great differences
between the traditional sector and the modern sector in any one year (Table 1).
Although the modern sector may have some advantages in soil and climate,
these differences indicate the scope for yield improvements via modern
technology.

4. Government improvement programs in the traditional sector have
centered around the promotion of fertilizer (operation engrais) and partial
mechanization provided by Government-operated stations called Centres de
Travaux (CT). These efforts have had limited impact, partly because they
were not linked with an effective seed improvement program, but mainly
because of inefficiencies in management. More recently, the Institut
National de Recherche Agronomique (INRA), supported by the US Agency for
International Development (USAID) and Centro Internacional de Mejoramiento
de Maiz y Trigo (CIMMYT), has introduced high-yielding Mexican and Italian
varieties. INRA has obtained yields of 35 to 50 qx/ha on test and demons-
tration plots. Commercial yields on 10,000 ha in 1970 averaged 17 qx/ha
for Italian and 20 qx/ha for Mexican varieties on rainfed land, including
southern semi-arid regions. As the availability of these varieties increases,
there is more scope for obtaining higher yields. Use of these varieties
requires timely and thorough land preparation, fertilizer and weed control.
The availability of fertilizer and chemical weed killer, either through
Government CT stores or through commercial channels, is reasonably adequate.
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5. Overall cereal production rose to a record level of 6.3 million
ton in 1968, as a result of good climatic conditions. Subsequent harvests were
below that of 1968, yet somewhat above the pre-1968 level.

Cereal Requirements

6. To satisfy domestic requirements, soft wheat has been imported
every year since 1963, involving a substantial drain of foreign exchange
(Annex 1), Table 2). Imports have averaged nearly 400,000 tons during the
three years ending 1970 and climbed to 670,000 tons in 1971. Per capita output
for the crop year from domestic sources declined from 370 kg/head during
the 1936-45 period to about 220 kg/head during the 10 years ending 1965, due
mainly to population increase coupled with stagnant production.

Marketing and Prices

7. Government regulates grain marketing and prices. The Office
Cherifien Interprofessionel des Cereales (OCIC) is vested with the exclusive
right to import and export wheat and barley. OCIC buys wheat and barley
at fixed prices, delivered to up-country buying stations. Farmgate prices
tend to fluctuate around these prices. Owing to strong domestic demand,
hard wheat prices have tended to be above OCIC buying prices.

oCIC World Prices
Buying Prices December Projected Excess of OCIC Prices
DH/ql US$/t 1970 1975 Above 1975 World Prices

- US$/t-------- US$/t %

Hard wheat 44 88 78 /a 82 /b 6 7

Soft wheat 40 80 75 /a 72 /b 8 11

Barley 25 50 68 /a 37 /c 13 35

/a CIF North Sea Port.

/b CIF Moroccan port, in current US$, including US$7/t for distribution.

/c FOB Moroccan port, in current US$, including US$7 for local transport
and handling.

8. OCIC is also responsible for stabilizing grain prices for consumers,
and it sells to domestic buyers at fixed prices. While the spread between
its buying and selling prices for wheat may not always cover all costs, OCIC
has tended to incur greater losses on barley -- it buys barley above world
prices and then loses on export sales. These losses are largely compensated
through gains from imports and domestic sale of soft wheat, but net losses
tend to be high in years of low import requirements (1968/69). In view of
the wheat deficit, wheat prices, although above projected 1975 world prices,
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are expected to remain stable, while OCIC may decide to reduce its buying
price of barley to minimize losses.

B. Tractors

Historical and Technological Background

9. Mechanization of Moroccan grain farms dates back to the 1920's and,
in the decade following 1930, substantial numbers of tractors were imported,
mainly by European settlers. Extensive dry-land grain production was pos-
sible on large farms, with the use of tractors to break the heavy soils and
prepare the land in time to take advantage of the relatively short rainy
season. Intensification and diversification of agriculture have broadened
the use of tractors, partly along with expanding irrigation facilities and
partly with the spread of new technology for cereals and other commercial
crops. The use of tractors is spreading from the modern to the traditional
sector, from large to medium and small farms.

Effects of Tractor Cultivation

10. Progressive farmers have tried to meet their draft power needs by
using tractors for several reasons. Draft animals can be used only for a
short period of time but must be maintained throughout the year requiring
fodder which could otherwise be used for livestock production. The use of
tractors, while eliminating the fodder requirements for draft animals, also
enables better seed-bed preparation, particularly if rains are late and
ploughing and cultivation must be undertaken when the soil is dry and hard.
AJith animal power alone large areas cannot be planted at all in years of late
rains and drou<ght.

11t 7abor supply is also a factor. In Morocco as a whole, there is dis-
tinct unemployment in urban areas but there are severe seasonal labor short-
ages in agriculture, particularly during seasons of peak agricultural activ-
ity. Social constraints and the fact that the times of peak demand for labor
are the same throughout Morocco's grain production area have limited possi-
,ilities of large scale labor movements to meet these demands. Mechanization
of land p.sparation and seeding reduces the peak demand for labor for these
operations. But the expansion of areas planted, better seed-bed preparation
and higher le-els of other inputs made possible by timely land preparation
tend to increase the labor required through the cropping period. In addition,
indirect employment opportunities, such as the need for tractor maintenance
and supply services and increased marketing requirements, have a positive in-
fluence on rural employment. Without tractors, much of the land currently
used for mechanized grain production would probably revert to extensive graz-
ing of livestock. With uncertain seasonal rainfall and heavy soils, land
preparation with traditional hand or animal draft methods must be carried out
within the short period between the first rains in October and the middle of
November. Delayed rains can cause sharp reductions in cropped acreage and
reduced yields. The high risks and low returns inherent in such traditional
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systems are not likely to keep such land in cereal production without trac-

tors. Failure to replace tractors on currently mechanized farms could thus

cause substantial areas to revert to grazing which in turn would cause a net

displacement of labor.

Technical and Financial Aspects

12. Principal advantages of tractors in the Moroccan environment are:

(a) Timeliness and quality of land preparation and seeding on rain-fed
farms. Aside from timeliness, the quality of land preparation is
superior to that obtained with work animals and traditional
implements. Additionally, the use of grain drills, with controlled
depth for placement of seeds and fertilizer, results in improved
water utilization and growing conditions which are increasingly
important for the success of high yielding varieties;

(b) Timeliness and versatility on irrigated farms. With increasing
areas coming under irrigation, possibilities for double-cropping
of rice, maize, cotton, or oil seeds will depend on the timeliness
of land preparation. Further advantages are the convenience in
using tractors for row cultivation in maize, cotton and vegetable
production, for harvesting of fodder, for chemical weed or pest
control, and for transport, on-farm and from farm-to-market.

(c) Seasonal labor peaks. Flexibility is important when farmers are
faced with seasonally high labor requirements for draft power and
human labor. In critical periods, a tractor can be worked 24 hours
per day, whereas a team of animals can only work an 8-hour day.
Also productive employment would be generated because the tractor
would enable additional land to be planted which would have been
left fallow if only animal draft power were available.

(d) Financial aspects. The financial results of the foregoing are
shown in Model 1. Grain farm mechanization, especially when coupled
with other aspects of modernization (seeds, fertilizer, chemical
weed control) would be financially rewarding. Annual tractor
utilization on model farms was assumed at 1,450 hours, of which

about 200 hours would be for transport. On Moroccan farms, a
minimum of about 1,100 hours operation would be required for
economic utilization of a tractor. On smaller farms appropriate
utilization would be assured by evidence that custom work would
be undertaken. CNCA observes these criteria in appraising
applications for tractor loans. The financial rate of return
under assumptions detailed in Table 2 would be 32%. If lower
yields or prices should reduce incremental net benefits to 20%
below best estimates, the rate of return (21%) would still be
satisfactory.
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Economic Return

13. The direct economic return from the use of tractors in grain farm-
ing cannot be isolated from the farm-system technology which includes the re-
turn of other inputs such as seed and fertilizer. Thus quantifiable benefits
from tractor use are reflected in the project's economic rate of return which
is based on the value of net incremental production. The rate of return
would be 23%, at prices one-fourth below present prices in Morocco which
would be below projected world prices in 1975. In theory it should be pos-
sible to relate the timeliness benefits of tractor use to the rainfall pat-
tern and acreages seeded, but this would require a special statistical study.
For this reason, the tangible benefits from reducing the large areas which
would be left fallow in years of late rains and drought are not included in
the rate of return.

14. There are several other nonquantified benefits: Employment oppor-
tunities for tractor drivers and mechanics at jobs requiring higher levels of
skill; reduction of annual fluctuations in employment levels resulting from
large areas which would be fallow in years of late rains and drought; increas-
ing employment in the supply and maintenance of sophisticated equipment and
in the distribution of inputs which would be justified with mechanization;
the increased volume of produce to be transported and marketed; and the mul-
tiplier effect on overall employment levels of the higher level output.

Tractor Supply

15. Average annual sales of tractors for five-year periods since 1950
were as follows:

Average Annual
Years Tractor Sales

1950-54 1,217
1955-59 880
1960-64 525
1965-69 1,363

The high level sales in the 1950-54 period were mainly to European settlers.
since independence (1956) the Government has pursued a policy of encouraging
selective use of power equipment in farming. Initially the emphasis was
placed on the public sector but more recently (since 1967) it has shifted
to the private sector.

16. The public sector operation was brought about under two programs.
The first involved replacement of mechanized equipment on farms taken over
from European settlers by the Centrale de Gestion des Exploitations Agricoles
(OGEA). Under the first loan (433-MOR) DH 9 million (US$1.8 million) was
spent to help finance OGEA's equipment needs. Under the second, Government
has promoted appropriate mechanization among traditional sector farmers, as
an integral part of its overall extension program (Annex 1 paras 11-14),
through the Centres de Travaux (CT) for rain-fed areas and through the Centres
de Mise en Valeur (CMV) for irrigated areas. In addition to their regular
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input supply and technical services, the CT and CMV have offered tractor and
combine services for the benefit of small farmers. CT and CMV centers have
also trained tractor drivers and mechanics. Their programs have contributed
to the increased interest in tractor use among traditional sector farmers.

17. By 1967 the CT and CMV had approximately 1,000 tractors and ancillary
equipment at their disposal, but could not satisfy farmers' demand for custom
services. Since 1967 Governmend reduced its public sector purchases, which
during the preceding five years had accounted for more than half of all
tractor purchases, to insignificant levels. Sales to private sector farmers
have risen substantially since 1967.

18. Tractor Population. In 1969 the Ministry of Agricultue initiated,
but has not yet completed, a census of farm tractors in conjunction with
compulsory tractor registration. The number actually on farms in operating
condition in 1970 was estimated as follows:

Tractor Numbers
in Operating Condition

10 to 20 years old 2,000
5 to 10 years 1,400
less than 5 years 6,800

Total 10,200

Even if all these were utilized on grain farms, covering 100 ha each, not
more than 1 million ha or 23% of Morocco's area under cereals (4.5 million
ha) would benefit from tractor operation.

Projected Demand

19. Tractor sales have varied from about 1,500 to 2,300 over 1968-71.
The portions financed by CNCA increased from a level of 10% in 1968 to 47%
in 1971. The actual figures are shown below, together with projections
through 1975.

Total Tractor Tractors Financed by CNCA
Sales Number Number % of Total

1968 2,333 219 10
1969 1,670 680 40
1970 1,911 740 39
1971 1,532 720 47

Projected

1972 2,000 900 45
1973 2,200 1,050 /a 48
1974 2,300 1,150 /a 50
1975 2,500 1,300 /a 52

/a Tractor loans projected under the proposed project.
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20. The share of sales financed by CNCA would increase slightly from
1971 onwards when proceeds from the proposed loan are expected to be avail-
able. Overall demand projected from 1971 onwards takes into account replace-
ment needs at an estimated annual rate of 10% of the existing stock. The
additional 800 to 900 units annually would be available for farmers shifting
from animal-drawn to mechanized grain farming, adding each year about 85,000
ha to the area cultivated by tractors. At this rate, approximately 1.5
million ha or 33% of the area under cereals would benefit from tractor
operation towards the end of the Project's disbursement period.

C. Harvesting Machinery

Background

21. Mechanical grain harvesting has been initially developed and most
rapidly accepted where the dry land farming conditions prevail: low rain-
fall, low and uncertain yields, large fields and the difficulty of attract-
ing large numbers of laborers for very limited periods. These conditions
are common in large, semi-arid areas of the United States, Canada, Australia,
in parts of Russia, and Argentina, where nearly all cereals are harvested
mechanically. Since physical conditions are similar in parts of North
Africa, especially Tunisia and Morocco, it is not surprising that grain
harvesters, introduced by former European settlers, have spread throughout
the commercial part of the agricultural sector.

22. Northern Morocco has the largest portion of modern grain farms and
the number of those covering at least 50 ha - not a large size under semi-
arid conditions - is estimated to exceed 15,000. Many of these farms are
already mechanized and 80 - 90% of combines financed under the project would
provide for their replacement needs (para 24). Such replacement would not
result in any displacement of labor.

43. In theory these mechanized farms could revert to hand-harvesting.
however, on such farms it is nearly impossible to marshal the labor force
r2quircd to carry out the harvest operations on a timely basis. With
-adit!onal grain harvesting of 70 ha, for example, a farmer who could
jbiii.,e 10 to 12 laborers at harvest time (for whom he would have little
,-oductive employment the rest of the year) would need 70 work days (80-90
,alendar days) to complete the harvest. This would greatly exceed the
period of optimal maturity and harvest losses, through shattering, bird,
insect and rodent damage would be excessive. Since all grains mature during
the same short period, and because of social constraints to urban-rural
migration, few farmers, reverting to hand-harvesting, could mobilize
sufficient manpower for the harvest season.

Combine Population

24. Information on the current combine population is not available, but
is being assembled in conjunction with the Ministry of Agriculture's tractor
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census and registration (para 18). Annual sales since 1966 and CNCA loans
for combines were as follows:

Combines Sold Combines Financed by CNCA Loans
Number Number % Total

1966 81 - -
1967 56 16 30
1968 366 73 20
1969 257 66 26
1970 184 58 32
1971 209 70 33

Total 1,153 283

25. Exceptionilly high sales in 1968 are partly due to the record grain
harvest in that year. The total number of combines in operating condition,
estimated three times that of combines sold 1966 through 1971, would be of
the order of 3,500. Assuming full utilization at 400 hours per annum, a
combine would need to be replaced every 9 to 10 years. Annual replacement
needs for about 2,500 combines (all except those purchased since 1966)
estimated at 250, are therefore projected as follows:

Total Combine Combines to be Financed by CNCA
Sales, Number Number Z

1972 220 100 45
1973 230 110 48
1974 250 120 48
1975 280 140 50

As shown by these projections, Government, aware of the potential labor dis-
placement problem when combines are introduced to new areas, does not intend
to increase the rate of combine importation above the levels reached since
1968. Import duties on combines are twice as high as those for tractors
(Annex 1, para 17). Although the estimated total number of combine sales
(250 per year) would just cover the replacement of existing combines, it
should not be ruled out that a small portion (10 to 20%) could be used on
newly mechanized farms. In that case some displacement of seasonal labor
would occur but this would not exceed 1,800 temporary two-month jobs annually,
half of which could be attributed to the project. This estimate is based on
the lost opportunity of 60 days employment for 53 men per combine introduced
on newly mechanized farms.

Technical Advantaes

26. The principal advantage of combines is the reduction of losses,
and improvement of quality, as compared to the traditional harvesting and
threshing methods. Harvest takes place during high summer heat, and delayed
or slow harvesting results in serious losses due to shattering, etc. Animal
trampling losses and damage are also eliminated. These losses, estimated
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at about 20%, would be reduced to 5% through corbine harvesting. Net savings
would thus amount to about 15%.

Economic Justification

27. The foreign exchange cost of one cormine (9DH 46,000 or UWS9,200)
would be equivalent to about 130 tons of imported soft wheat, valued at
projected 1975 world prices (US$72 CIF Moroccan port). The savings of 130
tons would be realized from combine harvest of about 900 ha, equivalent to
2.3 years of combine use, while in practice the combine's usefull life (at
3,200 hours) would extend over 8 years.

28. Based on net annual savings of 15% as the sole benefits, against
investment cost (less taxes), operating costs, and the social cost of
displaced labor, over 8 years, the economic rate of return would be 16%.
The displaced labor would be seasonal in nature, performed mostly by women
at low wages, and the social cost has been valued at the full market
rate. Thus on economic grounds the harvesting machinery component shall
qualify for support under the Project.

D. Institutional Capacity To Appraise and Service Sub-Loans

Loan Appraisal and Supervision

29. CNCA's branches are staffed by experienced technical and administra-
tive staff. Headquarters staff provides guidance and supervision, especially
in methods and procedures of appraising individual sub-loans. Authority to
approve loans up to DH 40,000 (US$8,700), which is sufficient for tractors
and small combines, is delegated to branch offices. Time lapsed between
receipt and approval of loan applications has averaged 21 days and loan
supervision is adequate. CNCA is capable of implementing the grain farm
lending program on a timely basis.

After-Sales Service

30. The dealer network of international farm machinery firms is well
established in Morocco. Their agents have repair facilities in 15 to 18
towns throughout the major farming regions. Additional snall repair shops
are operated by large farmers and village blacksmiths. Farmers' standards
of maintenance are satisfactory, partly due to training of drivers and
mechanics by Government (CT and CMV) and tractor firms. All firms provide
warranty services, ranging from three to 12 months after sale, and spare
parts are available.
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SECOND AGRICULTURAL CREDIT PROJECT

AREA CULTIVATED AND YIELD OF CEREALS, LEGUMES AND MAIZE

Table 1 - a. AREA CULTIVATED WITH CEREALS AND LEGUMES

1961/65 1965/66 1966/67 1967/68 1968/69 1969/70
-- - - - - - - - - - - (000h) - - - - - - - - - - - - - - - - -

Cereals:
Hard Wheat 1,270 1,240 1,360 1,400 1,467 1,450
Soft Wheat 390 400 410 530 478 450
Barley 1,650 1,770 1,810 2,110 2,037 1,890
Maize 430 440 460 500 465 488
Other Cereals 161 153 145 - 142 n.a.

Sub Total 3,901 4,003 4,185 4,540 4,5 89 n.a.

Legumes 386 375 352 396 364 n.a.

TOTAL 4,287 4,378 4,537 4,936 14,953 n.a.

Table 1 - b. YIELDS OF CEREALS

FOR MODERN AND FOR TRADITIONAL SECTOR

AND NATIONAL AVERAGE

Year Sector Hard Wheat Soft Wheat Barley Maize
-qx/.- - - - - - - - - -7a7

1964/65 Modern sector 11.7 13.7 12.1 8.1
Traditional sector 7.3 5.9 7.1 6.2
National average 7.8 7.9 7.2 6.2

1965/66 Modern sector 8.4 9.3 6.6 6.2
Traditional sector 3.5 3.6 2.7 3.4
National average 5.0 4.9 2.8 3.5

1966/67 Modern sector 10.0 8.4 8.6 8.0
Traditional sector 5.5 5.0 5.9 5.4
National average 6.2 5.8 6.1 5.5

1967/68 Modern sector 17.7 16.3 17.1 7.8
Traditional sector 10.2 10.2 11.5 5.2
National average 11.8 13.4 11.7 5.3

1968/69 Modern sector 11.8 12.4 11.9 9.3
Traditional sector 8.1 7.0 10.8 9.7
National average 8.4 7.7 10.8 9.7

Source: Plan Secretariat and Ministry of Agriculture



MOROCCO AMEX 4
rsbl-e 2

AORICULTORlL CRD12 PRJECT

IDEL I: GRAIN FARM MICRHA TIZAION, Tr-ctor- *nd Att.ceoble

A. FARM S22. 1I3D. FRICE AND ODST ASONBUPIOAR

ARBU IiD PRICE GRoss PnaDCIMION VALIE OP71ATIIJ ODBT NBI VALDE OF PRODUCTION
With With With With Wtth

Wltho,at Pro1Ject Wlithc,t Pr I p000, at. WIthoot ProJect With.o, P . IL6tg MZLE .osn_i..
(i Cha _ _(DJ3)------ -fa--- Witbovt----------re)-

MD.,L I: TRACTORS
H.,d vheat 25 30 9 13 44 9,900 17,160 7,Bo lo, 500 2,100 6,660 4,560
Soft wheat 20 30 10 1.4 40 8,000 16,800 6,24o0 1C,5O 1,760 6,300 4,540
Barley 20 10 10 13 25 5,000 3,250 3,300 2,390 1,700 860 -840
Broad bears 15 15 7 10 45 4,725 6,750 3,225 3,480 1,500 3,270 1,770
Chick pFa - 1S - 9 50 - 6,75o - 3,560 _ .19 0 _3190

TOTAL ........... 0 27.62 50.710 20.565 30.430 7.060 20.280 13.220
Faulo 20

As,so,tions on ?ha.sin to Full Develop.eet Tear . 2 3
Crss EProduotion Valo-: 70% 85% 100I

Operatinr Cost: 70% 85% 1oo%

B. INCU3tNrAL VALUE AND FIPANCIAL RATN CF RETORN
(in IN)

TEAR .......... 1 2 3 4 5 6 7 8,,
OBOEB 7ROLCOTOON VALRIEa

.04 _& 0 1) S C710 10 > 3.900_

COTS 
Inwestme.t

Tractoro 25,000
Attaoiheet. 14.CO

Operotlog Coot
21.301 25.866 30.430 30.30 30,430 30,430 30,430 -

TorAL .......... 60.301 25,866 30.430 30.430 30.430 30,430 30,430

NbT IRCOON W/O PRO.JTCT 7,060 7,060 7,060 7,060 7,060 7,060 7,o60

INCRRtNNTAL VALUE
ObEBATED BY INVESTINT (31,864) 10,178 13,220 13,220 13,220 13,220 13,220 3,900

a/ Eeaidual voice of tractor -ad attacbh-t,. Finuwial Rate of Return

Boat eati-nta: 32%

If, due to lower yields or prices.
itccemeatal oat benefits wucld be
lower thee beet eOtitret, the

-cata cf r-tucn would ba:

at 10% 10,, thac etsimsted: 26b
at 207. less thac estimeted: 21%

C. FAR:IR 2.LGU CASH FLOR

yER .......... 1 2 3 4 5 6 7 8

27,000
Prodoction VIs 35.497 43,04 50.710 50710 50.710 50.710 50,710 3,900

TOTAL .......... 62.497 430 50.710 50,71o 50.710 50.710 50,710 3.900

OU T F L 0 W
InreOteent 39,000
Faoductioo coot 21,301 25,866 30,430 30,430 30,430 30,430 30,430

hebt cervic (lintereet
d principl) 6,750 6,750 6.750 h G

TOCAL .. .67_051 32,616 3,180 80 3180 37,1 . 30.430 30_,230 -

8url@w or (Dficit) (4,554) 10,488 13,530 13,530 13,530 20,280 20,280 3,900

CFbc1tie, 14,554) 5,93871 1 2 i 1, 1,6,¢7h 66.9ok 97,rAh 90,98

Febrs y 16, 1971
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AGRITITUSRiL CREDIT PROJECT

MODEL 2: GRAlN FARK M6CHANZATION: Ce-bire

A. FARM SIE. YI6LD. PRLER AND COST ASSUMPTIONS

AREA 1I}3L PRBCE 0ROSS PEDODUCTOON VALUIE OPRNaTOI 00ST NET VALUE OF PRODUCTION
With Wit h With Wth With

Withut UhejeWit Without hPrjsut F.g= GCte Without FroJect witheut 307,,t Wiltheut Pesis-t Increr%Qtal
------ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~~~Wt -h )----- ___ q/a)-~~=T;m-------- Rfru-------------------------------------

i 'L 0I: CORlONE
Hard Wheat 60 60 12 13 44 31,680 34,320 21,000 19,140 10,680 15,180 4,500
Soft aheat 60 60 13 14 40 31,200 33,600 21,000 19,140 10,200 14,460 4,260
barle,.y 2T 20 12 13 25 6,000 6,500 4,380 3,760 1,620 2,740 1,120
Broad beans 30 30 9 1C 45 12,150 13,5oo 6,960 6. 030 5,190 7,470 2,280
Ohick pea.. 30 30 9 9 50 13,50C 13.500 6,96o 6,960 6,540 6,540

TOTiL .......... 200 200 cutor. 94,530 101,420 60,300 55,030 34,230 46,390 12,160

7(DR/h.) 
COubi,n c,,tee serrice - 230 45 - 10.350 - 4.370 - 5.980 5,980

GR1AD TOTAL. 94,530 111.770 60C300 59,400 34,
2

30 52,370 18,140

B. IONDIETAL VALUE AND FIARaAL RATE OF RETURN3
(in RE)

TER ...... 1 2 3 4 5 6 7 8 9
ChCSS P00r0UCT:0N VALUN

Fre. 101,420 01,420 101,420 101,.420 101,420 101,420 lOl,420 101,420
Combi-e Cuscoa Se-vice 10,350 10,35o 10,350 10.350 10.350 10.350 10,350 10,350

TOTAL 111.770 311,770 111.770 111,770 111,770 111,770 111.770 111.770 7,000

C O S T
Ruveogtmout

G,ain Cenbil, 70,000
Oreratinm Coet

Ceohuir 55,030 55,030 55,C30 55,030 55,030 55,030 55,030 55,030
Cutot Service 4,370 4,370 4,370 4,370 4,370 4,370 4.370 4.370

TOTAL 1290.9,4. .. 59.400 59,400 59,400 59,400 59,400

NET INCO00 W/O PROJECT 34,233 34,230 34,230 34,230 34,230 34,230 34,230 34,230 _

IONROMENTAL VALUE
GENERATED rr ONVERTMENT (51,860) 18,140 18,1040 10,140 0B,140 18,140 18,140 18,1,0 7,000/

a! Re-idual value of c-mbi,n. Fiaacc,al Rate xf Retrn.
B-a, date,ate: 30%

Seitieity te-l -

reduced t EDN 40/ha, 267.

C. FARMeR'0 LOAN CASH FIOW
(in IF)

YEAR ......... 1. 2 3 4 5 6 7 8 9
T N F L O W

L.an 49,000
Pr-ductio- Value... 111,770 111,770 111.770 111.770 111,770 111,770 111,770 111.770 7,000

T3TALL .......... 160.770 111,770 111,770 111.770 111,770 111.770 111,770 111.770 7,000

O U T F L C W
Ime-5tmeht 70, 000
Pr-booti uset 59.40C 59,400 59,Lo0 59,400 59,400 59,400 59,400 59,4 4
Debt service (Interest

aud principal) 12.2Co 12,22f 1_,2-_ __2,__0

TOTAL .. .1, l,650 7_, 7 -, _ 71,653 59.400 59.400 59,400 -

Surplus or (eficit) 19 .02 4, '20 .0,17 40,120 ,C,120 52.370 52,370 52,370 7,000

COuolative 19,120 59,240 99,3cO 139.00 179.600 271.07, 201. !,) 336,710 31.3.765

February 16, 1971
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

CITRUS AND OTHER FRUIT

Production

1. Citrus exports (fresh fruit and juice) contributed about DH 430
million (US$85 million) of Morocco's 1969 export revenue (17% of total and
31% of agricultural exports). Area of citrus orchards represented only 12%
of all fruit plantations and 1% of Morocco's cultivated land:

Vineyards 59,000
Olives 168,000
Citrus 63,000
Other 135,000

Total 425,000

Vineyard areas and wine production have declined since 1960 because of dif-
ficulties in finding export markets for Moroccan wine. Aside from citrus,
farmers in the modern sector have been investing in new olive, almond, apri-
cot and other stone fruit orchards. New plantations are oriented towards
export in fresh and processed form.

2. Regional distribution of 1967/68 production, by variety or type of
citrus, other than lemon and grapefruit, is shown below:

Clementine Oranges,
Regions Monreal Wilking Navel Fines Valencia Sanguines Total

---------- -…- ---- ('000 tons) --- --- -------- - --- ---

North 3 - 5 3 14 8 33
Lower Sebou 7 - 8 2 16 5 38
Gharb 11 3 80 15 155 52 316
Rabat 9 - 3 - 4 3 19
Meknes 2 - 20 2 19 5 48
Berkane 12 - 1 - 3 3 19
Casablanca 10 - 3 1 2 1 17
Marrakech 10 1 18 2 14 4 49
Benimellal 3 2 13 18 24 11 71
Souss 30 13 17 19 81 7 167

Total 97 19 168 62 332 99 777
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3. The Gharb is still the most important region, accounting for 42%
of total production. However, substantial recent increase in plantings and
output has followed groundwater development in desert areas of the Souss
(near Agadir) and Ben Gherir (southwest of Marrakech). These regions are
especially well suited for clementines. Because of consumer preference and
high prices in European markets, CNCA's clients have planted 60% of their
new plantations in 1969/70 with clementines.

Production Methods

4. Moroccan citrus growers have attained high standards in produc-
tion techniques and plantation management. The larger growers follow devel-
opments in other countries, through visits and study of information from
many sources. Through selection of proper rootstock and planting material,
improved pruning, water management, fertilization and pest control and in-
centive payments to skilled laborers, they obtain yields ranging from 30-50
tons/ha. Some growers operate their own stations for treatment, grading and
packaging. So far Morocco has no citrus fungus, virus or insect pest that
cannot be readily controlled by known phyto-sanitary practices. "Aspidiotus"
and "ceratitis capitata" (Mediterranean fruit fly) are the most common insect
pests.

Institutional Support

5. Government supports the citrus industry through the Institut
National de Recherche Agronomique (INRA). In addition to its main Rabat
station, INRA has substations for citrus research near Marrakech and Souss.
INRA has developed virus-resistant varieties. It has not yet succeeded
in its attempt to institute control of planting materials. Due to rapid
expansion of plantations (averaging about 1,500 ha per year), Government
nurseries have not kept pace with the demand for nursery stock and many
growers have established their own nurseries. Once effective supervision
and control have been developed (which may take several years), CNCA should
ensure that its clients obtain planting materials only from supervised and
certified nurseries. For insect and disease control and other aspects of
orchard management Government provides specialized technical services, es-
pecially to small farmers within irrigation schemes. Larger growers acquire
such expertise themselves or hire professional managers, including some from
other countries.

6. Growers have organized the Association des Producteurs d'Agrumes
du Maroc (ASPAM). The Association, which has some 1,500 members, publishes
and distributes technical and economic information; organizes the feedback
of growers' problems to technical and administrative authorities; orients,
guides and encourages production research; and represents the interests of
regional producers or of the entire industry.

Marketing Services

7. The Office de Commercialisation et d'Exportation (OCE) has the
exclusive right of exporting fresh or processed citrus (Annex 1, para 15).
It receives all citrus destined for export. After changing several times
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its criteria and procedures for paying producers, it introduced for 1970/71
a schedule of fixed prices and additional incentives for advanced (before
November) or late (after May 2) delivery. Normally the harvest begins in
November and ends in April.

Prices

8. OCE's 1970/71 average grade buying prices are:

DH/kg DR/kg

Clementines .65 Salustiana and Vernia .25
Wilking-Monreals .40 Washington Sanguines .23
Maroc-late .30 Doubles pines and Sanguinelli .20
Navel .25 Fines and Sanguines Fines .17

OCE pays these prices to producers for the portion it accepts and ships
for export. OCE pays for cleaning, sorting, de-greening, waxing, packaging
(including materials) and other costs of xport sales. It returns culls
and rejects to the grower or sells them for his account on fresh fruit mar-
kets or for processing. Competition in export markets has forced OCE to
exercise rigorous quality control over packing stations. The blended price
of DH 410/ton delivered O.C.E. packing station, which was assumed for
projection of incremental returns, is based on the following unit of varie-
ties and their respective prices:

Weighted Average
Variety DH/ton % DH

Export: Clementine 620 48 297.60
Maroc late 300 18 54.00
Other 250 7 17.50

Local: Rejects for proces-
sing and fresh
market 150 27 40.50

409.60
(Rounded DH 410)

Marketing Facilities

9. Marketing facilities belong to one of three categories: those
operated by individual farmers, by farmer cooperatives, and by commercial
interests. Their estimated capacity in 1967/68 was:
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No. of Facilities

less than 3,000 t 23
from 3,000 to 6,000 t : 25
from 6,000 to 10,000 t : 18
from 10,000 to 15,000 t: 15
from 15,000 to 30,000 t: 5
more than 30,000 t : 1

Total 87

May 12, 1972



.AGRICULTURAL _CREDIT PROJECT

DMODEL. 3: CTU PSATTU:20hIcoad:6h nrcoed eith VesmtablIs

A. ASSUMPTIONS OR POR HATOD RDCUOVLU.ASDELFOTSl OPERATUNG CORST

TEAM ..... 1 2 3 A 5 6 7 5 9 OR 11 12 13 14 1-191 20-30

YIErLD no/h 3 0 7 5 12 16 SR 20 21 23 25 28 28

Winte v-getbhlee, 3
SnI to/ha: REport 12 12 12 - - - - - - - - - - - -

jonaS ~~~ ~~~ ~~~13 13 13---------------(D/.-------------------- - - - - - - - - - - - -

GROUSS PRURUCTIUN VALUE650 730I20M,1 ,3 0,5 140 1,8
Citrus 0 US 410/ton ±/ - - - 1,230 2,050 2,870 3,280 4,920 650 730 820 RRD 041 R,D 140 R,8

Tomtoes 0 DR 7RD/Ronf Ma ePoet
UH 120/Senfor loca 9,960 9.96U 9,960 - - - - - - - - - - -

DUVELOPMMR AD OPErATING CURT
LandclaIng lev lgOO, sob-soiling

and doap pRoeilm 5,500
link, hanroing 43
D.tirlng, makinlg holes, plactim5 270 3
250 tress 0 OR 6.OD 1,500 72
Wimdhr-kl - SU 20U 200 0 6C 60
lM-ro OURE 40/ton DUU 250 3U0 30U 300 300 3UU 3D0 300 DOG IOU SUU OUR DUO 5600 350
Portilise- 0 RD DOD/eon 150 200 AUG DUO 600 900 8OS 1,000 R,D 1, 200 1,200 1,2 UU00D 1, 200 1,250 1,300

O DO 0.0 m3 + lbor 413 430 495 SOD 073 016 5 0 11 5 5 1080 51 83 Ri 80
Disb ha-am i +-esdieg 53 65 70 95 9 DD DDU 10lo U D IU RI D 0 100

Prone 0 O5/a - 25 D 5 70 100 DD 125 125 150 155 150 50 150 130 400

Pear conCeal IOU iOU~~~~~~~~~~~~~10 lOD 120 120 I2D 120 130 130 DOD 200 2D 200 200 DU3U
Reeves ODDtt 10/n - D O 9 SD 16 6 20 2D0 200 200 20U 2U 300

Trasp-r tn packing statioc- 24 4U 64 64 128 128 160 160 160 16U 160 2U0 240

130 km 0 DH 0/tacO - - ______ __ __ __ _ __ _ __ _ _ _ _ _ _ _ _

TOTAL ..... 5,033 1,370 1,605 1,619 1,850 2,179 2,179 2,676 2,670 3,025 2,325 3,325 3,310 3,320 31,663 3,990

/cAirns. prics delIvers O.C.E. packaging tsti.lo;
coe dlni_cig and packaging far amp-te or seee f O.CE. Woightied A-ecgo

Veriecy DR/TOON 7 DR

Eopore: Clsmstinr 620 AR 297.60
M-ca loRe 300 10 54.00
Other 250 7 17.50

Lor. : Rejcsfrpn
cesic and fesI

market 150 27 L7.00

4o0.60

(Ro...ded DR 4107

B. INCREMENDTAL VAlUE ANDS FINANCTCAL RATE OP RETURN
(DO 000/face)

TU ...... 1 2 3 4 7 6 7 9 -0 10 51 12 13 14 15-16 17 18 19 23 21-30D
iROSS PRORIOCTUON VALOR

Citro 2-5 41 07 66 98 131 14B 164 17 2 560 200 200 230 230 230 230 230

TOTAL 00.... 1 60 0 20 4! 517 6L6 05 13-1 1458 14 12~2 ~ Z

IOnnomet and ReI,eear
Trscor25 23 20
Artacheento 14 1
De1l omd pomp hoone 19 3 3
Pop 10 9 9
Engine 11I _ 10 __1 _ 05 __ 10 10

Sob-total 60 . - D SO 30 13 lb 10 . 10 - 03 50 3

SarCierms 1GU 22 32 53 07 ~~~ ~~~ ~~~~~~~44 44 54 54 66 67 66 66 67- 73 73 73 73 80 9

ope-tfng case Oa ftoco 35 0 33 03 - - - - -- - -

TOTAL 204.... _2 67 30 47 44 4 64 54 00 60 60 79 77 73 03 73 105 90 3R

INCMENTrAL VALUE GENROATED

DO PROJECT (1447 /2) (7) 10) (6) 13 22 34 73 5n 84 1o" 110 120 157 147 157 125 lAO 147

A/ Rooldoal valor nO -aPle-a,nr, Tea 23 oneado 125 4,200) Flnaeiol ORs oP R.-or

Pice 107, baler b- acoc (DR 3691eoe7: I8%
Price 207, hele- heat ereRnaca (SH 32D/toc): 167.

C. FAROIR'S LOA04 CASH FLOG
/le 10'000:

0ER0.00 ... 1 2L 3 4A 5 7 8 0 ID 1 12 13 14 15-16 12 IS 19 20 21-300

Loan 119 10
Prodortiec valor ho~~~~~~~~~0 0 6 0S 25 41 37 66 P 131 140" 164 L7D 16 203 230 230 030 230_ 230 230

TOTAL ...... 170 70 t. O 25 41 57 66 90 131 146 164 17 2 aL £L - £L U, " ,)
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MDROCCO

AGRICULTURAL CREDIT PROJECT

Market Prospects for Citrus

Past Trends

1. World citrus 1/ production and trade, stimulated by growing de-
mand for fresh and processed products and comparatively high per acre
financial returns, are continuing the upward trend established over the last
two decades. As a result of this trend, competition has increased (without
necessarily depressing prices) and market shares in the distribution of
exports have been gradually changing. This dynamic pattern is likely to
continue for some years to come.

2. Total world citrus production rose from 21.9 million tons to
30.4 million tons between 1960-62 and 1966-68 2/ representing an annual
increase of 5.6%. The rate of expansion was slightly higher in the
developed countries than in the developing countries. World exports rose
at 4.3 percent per annum in the same period, but exports from developing
countries rose at more than double the rate of developed countries reflect-
ing a faster increase in consumption in developed exporting countries than
in developing (Table 1). The share of developing countries in total
citrus exports increased from 38.5% in 1960-62 to 43.5Z in 1966-68.

3. The volume of fresh citrus fruit entering international trade
is dependent, to a large degree, on the needs of Western European countries,
which account for over four fifths of world imports. The fruit is imported
chiefly from Mediterranean sources during the winter season, though summer
imports are now rising. Total citrus imports in 1963-68 averaged about
4 million tons yearly, with oranges alone accounting for over 3 million
tons. Shipments fluctuate, however, from season to season, depending on
supplies.

4. Tariff protection does not influence trade in oranges as much as
it does trade in many other fruits. In this connection, it is interesting
to note that, in spite of the protection, exports of oranges from Italy
(the only producer in the European Economic Community) to other EEC members,
have been declining. Strong domestic demand, varieties unsuited for
export market and poor quality are the principal reasons.

1/ In this Annex, "citrus" refers to oranges (including mandarins, satsumas
and such), grapefruit, limes and lemons.

2/ Last year for which complete data are available.
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5. The Federal Republic of Germany and France are the leading
importers of oranges, followed by the United Kingdom. More than half
of Germany's orange imports come from Spain while other suppliers are
Israel, Morocco, Italy and South Africa. Spain also tops the list of
orange suppliers to France, followed by Morocco and Algeria. Orange
supplies for the United Kingdom come mainly from Israel, Spain and South
Africa; sizable quantities also come from Morocco, Cyprus and Brazil.
The United States is an important supplier to the Netherlands, Belgium/
Luxembourg and France during the late spring and summer when supplies from
most Mediterranean countries approach their seasonal low.

6. Germany is the largest importer of lemons in the world, buying
about 130 thousand tons per year or 20% of the world total. Italy
supplies about 75% of German requirements. Spain furnishes another 15%;
the remaining 10% is shared by the United States, Turkey and Chile.

7. Grapefruit has been one of the most buoyant markets, largely
because of remarkable growth in the United Kingdom, which now accounts
for a third of Western Europe's total imports of the fruit. The largest
suppliers of grapefruit to the United Kingdom are Israel, South Africa and
Cyprus.

8. Citrus fruit production in Morocco is mainly based on oranges,
including mandarins and clementines. Output of the orange group increased
sharply from 243,000 metric tons in 1955-57 to about 775,000 in 1968 at
a yearly growth rate of over 10 %; Morocco's share in the world production
of oranges (including mandarins and clementines) rose from 1.7 % in
1955-57 to 3.0% in 1968 (Table 1).

9. Exports of oranges (including mandarins and clementines) rose
from about 186,000 metric tons in 1955-57 to about 565,000 metric tons in
1968 (Table 1) at an annual rate of 9.7 percent, slightly slower than the
rate of increase in production in the same period. France is still the
major outlet for Moroccan oranges, but the dependance on this market has
steadily declined from 64% of the end-1950's to 43% in 1969. Morocco has
been successful in increasing its orange exports to the German and United
Kingdom markets and in developing the new markets of Eastern Europe and
the USSR. Exports to Germany increased from 35,300 metric tons in 1958 to
105,200 metric tons in 1969 and exports to the United Kingdom rose from
5,300 metric tons to 34,600 metric tons in 1969. The largest expansion
however occurred in exports to Eastern Europe and USSR markets where exports
increased from a low 3,500 metric tons in 1958 to 144,900 metric tons in
1967 (Table 2).

10. The composition of Moroccan exports of the orange group has
changed considerably during the past decade. In 1958-60 oranges accounted
for 92.4% of the orange group exports, mandarins 0.7% and clementines 6.9%;
in 1969 oranges accounted for only 79.8% while mandarins increased their
share to 2.9% and clementines to 17.3% of the total (Table 3). This change
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was brought about by consumer preference for Moroccan mandarins and clemen-
tines in the Western European markets, although they are higher priced
than oranges.

11. Since September 1, 1969, Morocco has become a partial EEC
associate. The preferential trade arrangement dropped ad valorem duties
on Moroccan citrus by 80%, providing certain minimum prices were maintained.
However, Morocco lost the duty free quota on 240,000 metric tons of fresh
oranges and tangerines which she has enjoyed on the French market. Evalua-
tion of the total impact of the agreement during the first year of operation
is difficult, but undoubtedly it played a role in increasing Moroccan ex-
ports to other EEC countries than France, principally Germany and it
strengthened incentives to improve and expand citrus production.

Outlook

12. The main determinant of growth in world demand has been the rise
in incomes. FAO estimates 1/ of income elasticity of demand, for oranges
which take into account the results of family budget data and per capita
consumption levels, are given below. These coefficients represent average
values for the period 1965-66. Since income elasticities of demand normally
tend to decline with rising levels of incomes and/or consumption, the
present values of the coefficient may be lower and may decline further by
1980.

Income Elasticity of
Demand for Oranges

United States 0.3
Canada 0.4
United Kingdom 0.7
Netherlands 0.4
Germany 0.7
France 0.6

Rising population and adequate supplies at apparently attractive prices for
both producers and consumers also contributed to the growth. Although
prices often experience sharp fluctuations because citrus output is highly
susceptible to weather influences, the general trend over the years has been
horizontal (Table 4).

13. The FAO Study Group on Citrus Fruit, in which principal importing
and exporting countries are represented, periodically reviews the world
market situation and prospects. These consultations, in terms of their
influence on government policies, can be partly credited for the relative
price stability that has prevailed in world markets. The last session of

1/ FAO: Study Group on Citrus Fruit, CCP CI-69/2, March 3, 1969.
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the Study Group, held in May 1969, estimated that world production of
oranRes would rise from 21.3 million tons in the mid-sixties to 34.0 million
tons in 1975. This implies the same yearly growth rate of 4.8% as since
the mid-1950's. Thereafter, we estimate a lower growth rate of production
because of a slowing down in import demand. Production of oranges in 1980
is expected to reach about 40 million tons.

14. The rate of growth in production for export of oranges, particu-
larly in the developing countries, may be somewhat faster, which indicates
that competition may intensify. However, because major exporting countries
restrict exports in times of surplus, and convert them to the domestic
market, prices should remain close to the level of 1967/68 (Table 4). The
project under consideration has been evaluated at prices paid to the
producers during the 1970/71 marketing season which are slightly lower
than prices paid during 1967/68.

15. Table 5 summarizes past trends and projections for exports of
oranges for the world and Morocco's share. The projection is based on the
assumption that prices will be maintained close to the 1966-68 level. The
1980 level of world exports of oranges has been estimated to reach 6,050
thousand metric tons. This implies a slight deceleration in the rate of
growth of exports from 4.2% per annum between the mid-1950's and 1966-68
to 4.0% between 1966-68 and 1980. Continued sustained demand in Western
Europe and consumption in Eastern Europe and USSR and the development of new
markets should warrant this rate of growth.

16. Projections for exports of the orange group from Morocco have
been based on Morocco retaining the share of the market achieved in 1968.
Exports should reach 950 thousand metric tons by 1980 and increase of over
450 thousand metric tons from 1966-68 or a growth rate of 5.2% per annum
from the 1966-68 period as compared to 9.3% per annum between 1955-57 and
1966-68.

17. The citrus project under consideration will produce largely
clementines and smaller quantities of Maroc-late and Navel-late oranges.
Production is scheduled to begin in 1976 and maximum output of 180,000
metric tons, of which 30% or 54,000 metric tons will be for home consumption
including processing, will not be achieved until 17 years from planting.

18. The estimated quantity of oranges available for export from
the project by 1980 will be 44,400 metric tons, about 10% of the estimated
increase in total Moroccan export between 1966-68 and 1980 and 0.7% of
1980 world exports.

May 12, 1972



ANNEX 5
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Table1
(Thousand metric tons)

Average Annual

Orwth Rate

1955-57 1960-62 1966-68 1964 1965 1966 1967 1968 1955t57 to t
196o-62 )3966-68

PRODUCTION

World /1

Oranges /2 14,673 17,576 24,642 20,111 21,246 25,145 22,777 26,005 3.7 5.8
Lemons and Lioes 1,997 2,505 3,198 2,924 2,990 3,094 3,183 3,318 4.6 4.2
Grapefruit 1,819 1,823 2,6o8 2,039 2 294 2,696 2,290 2,838 0.4 6.1

Total ,0 21,904 30, 1

Of which:

D-veloped Countries

Oranges /2 8,106 9,413 13,358 10,225 11,211 14,202 11,624 14,249 3.1 6.o
Lemons and Limes 1,031 1,194 1,619 1,534 1,435 1,502 1,660 1,696 3.0 5.2
Grapefruit 1 576 1 511 2.057 1 599 1 806 2 171 1 720 2 280 -0.9 5.3

Total 107131,1 ; 785,034l25 I7 5.

Developing Oountries

Oranges/2 6,567 8,163 11,284 9,886 10,035 10,943 11,153 11,756 4.5 5.6
Lemons ad Limes 966 1,311 1,579 1,490 1,555 1,592 1,523 1,622 6.3 3.1
Grapefruit 243 312 551 440 488 525 570 558 5.1 9.9

Total 7,77 77 13,4 1 12,078 13,060 13,2 13,936 7 7

Morocco's Production

Oranges /2 243 427 699 621 523 620 701 775 11.9 8.6
Lemons and Lim. 7 6 6 9 8 9 6 4 -3.0
Grapefruit 7 12 11 12 12 11 12 10 11.4 -1.5

Total 257 =71 6 70 719 78 

Moroco.'s Produotion as S
.r World Production

Orangee /2 1.7 2.4 2.6 3.1 2.5 2.5 3.1 3.0
Lemons and Limes 0.4 0.2 0.2 0.3 0.3 0.3 0.2 0.1
Grapefruit 0.4 D.7 0.4 0.6 0.5 0.4 0.5 0.4

Total i ru7 2S. 7

EXPORTS

World /1

Oranges /2 2,302.4 2,912.9 3,634.3 3,578.5 3,611.2 3,574.9 3,730.7 3,597.1 4.8 3.5
Lemons and Lines 336.1 477.1 653.4 573.1 607.1 647.0 659.2 654.1 7.3 5.4
Grapefruit 162.8 218.3 363.1 267.4 295.3 331.9 2 384.7 6.2 8.9

Total 2,oOL3 3,606.3 4,oSO.8 4,71. 47,7313 4,5. 77 7 4 73

Developed Countries

Oranges /2 1,432.1 1,722.9 1,960.5 2,074.3 1,954.6 2,082.8 2,041.4 1,757.3 3.8 2.2
Lemaon and Lirss 281.2 382.8 528.9 475.2 488.2 499.5 502.7 524.6 6.4 4.9
Orapefruit 90.0 113.8 160.0 117.6 131.7 155.3 172.3 152.3 4.8 5.8

Total 1,703.3 2,219.5 2,69.5 2,6742. 2,737.6 2,716.4 29.

Developing Countries

Oranges /2 870.3 1,190.0 1,673.8 1,504.0 1,656.7 1,492.2 1,659.8 1,839.8 6.5 5.9
Lemons and Limes 54.9 9b.3 144.5 97.9 119.1 b7.5 15o.5 129.5 11.4 7.4
Grapefrhlt 72.8 104.5 203.1 459.9 163.5 176.7 2DO. 232.5 7-5 11.7

Total 990 1,38. 2,21. 1,751.8 1,939.3 ' , d6.4 2, 0 46.2 2,201.8 

Moroco's Eports

Oranges /2 185.9 329.9 492.6 4566.6 409.9 423.4 488.8 565.5 12.2 6.9
Lemons and Lim. 2.9 4.0 3.1 3.4 2.6 4.1 2.9 2.4 6.6 -4.1
Ga-pfruit 8.4 5.0 5.9 5.7 4.9 J L jQ -7.5
Total i .1909 =3.! 5227 1151 173 3.20I6 372. 123 .

of Wol rot

Oranges /2 8.1 11.3 13.6 13.0 11.1 11.9 13.1 15.7
Lemsa and Limss 0.9 0.8 05 2.o 0.1 .I 0.4 0.4
Grapefruit 1.9 3.7 1.4 2.2 1.2 1.7 1.3 1.2

Total 79 9- -10- -9.2 77 1; 12.3

/1 E-cluding cantrally planred countries.

/2 Comprises entire orange group (mandarin and such).

Soures, FAO, Trade Yearbook, 1962 and 1969.

F-be-u-y 16, 1971



Table 2: MIOROCCO'S EXPORTS OF ORANGES/ BY COETTNTRY OF DESTINATION, 1958-1969

(Thousand metric tons)

JDestination 1956 1959 1960 1961 1962 1963 196L 1965 1966 1967 1968 1969

France 171.9 168.9 186.1 153.2 147.7 162.2 226.0 212.9 207.h4 199.6 237.3 23L.1

German-, F. R. 35.3 47.O 65.3 89.0 94.3 72.3 216.9 72.2 73.6 7L.5 100.h 105.2

iletherlands 5.- 7.9 9.3 21.8 24.L 34.-5 37.3 31.1 20.3 21.0 29.3 18.8

Belgiupi-Luxrembour' 2.3 2.7 1.5 1.6 1.6 1.6 0.9 0.9 2.6 3.6 l.2 11.7

United Klngdom 5.3 10.5 7.- 2L.2 18.3 6.5 20.6 11.i 21.2 26.7 33.7 3L.6

53cand r navia 3.3 2.l4 2.3 3.9 4.3 10.6 12.5 12.2 12. 11.6 17.6 20.1,

Other 12.2 15.7 21.1 15.2 10.0 8.7 13.8 7.8 11.6 6.9 9.8 10.2

Central] P]annedl Countries /2 3.5 5.4 26.5 2 8.2 31.9 L19.9 38.8 61.7 74.2 1U4.9 123.2 113.0

TOTALL 239.3 260.5 319.9 337.1 332.5 3h6.3 466.8 4o9.g9 423.h 488.8 565.5 548.0

/1 Comprises entire orange group.
D E. Europe ard U.S.S.I?.

Source: Morocco, Statisticuesdu 11ouvement Commerci.j et Mlritime (annual) Table 9.

,~~~~~~ m
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Table 3: MOROCCO - EXPORTS OF ORANGES, MANDARINIS AND CLEMEINTIIES,
1958 TO 1969

(Thousand metric tons)

Oranges Mandarins Clementines Total

1958 223.4 1.7 1L.2 239.3

1959 238.9 1.8 19.8 260.5

1960 295.5 2.1 22.3 319.9

1961 304.L 5.9 26.8 337.1

1962 299.3 4.1 29.1 332.5

1963 305.1 7.1 34.1 346.3

1964 4L3.6 8.3 LL!.9 166.8

1965 358. * 17.L 33.6 109.9

1966 367.8 11.5 Ub.1 12 3 .4

1967 L23.2 14.2 51.L 488.8

1968 L,83.O 13.0 69.5 565.5

1969 437.5 16.0 94.5 5LL8.O

Source: Morocco - Statistioue du Mouvement Commercial et Maritime,
(various issues).
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Table h: ORANGES - WHOLESALE PRICE IN SELECTED MARKETS, 1960 TO 1970

(U.S. cents per kilogram)

Germany F.R. United Kingdom France United States

Suanish/l /2 So. African/3 Israeli/i /4 Morocca an Fl.oridaLj /6

1960 18.3 18.6 19.2 n.a. 17.0

1961 20.4 24.5 20.1 19.1 13.4

1962 21.3 22.7 19.2 21.!! 22.2

1963 17.0 2h.5 17.6 15.9 20.2

196IJ 20.7 21.3 18.9/ 19.7 15.6

196• 20.5 21.3 20.6 18.2 14.6

1966 19.2 20.6 18.5 17.5 12.8

1967 18.8 21.2 17.3 18.7 17.5

1968 18.4 20.6 18.9 18.6 17.5

1969 15.0 25.6 16.6 16.5 15.0

1970 19.9 7/ 21.5 20.5 n.a. 16.0

N:ote: Wvinter marketing season for Spain, Israel, Morocco and United States (Florida)
generally runs from NTovember through May. Summer marketing season for
South Africa generally runs from June through October.

n.a.= not available.

/1 Marketing year beginning N7ovember cf vear shown.
2 Auction price, Hamburg.
/ Auction Drice, Hamburg except 196f to 1966 average customs value.
7 Auction price through 1967 season: from ].968 onward wholesale price.
/5 F.o.r. port of entry for 1965-1969; f.o.b. train at French ports for 1960-196h.
L~ Auction price, New 'York.
/7 Wholesale price, Hamburg

Source: FAO - Ibnthly Bulletin of Agricultural Economics andi Statistics (various
issues); FAO Commodity T,evievj and Outlook, 1969-1970.
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Table 5: WORLD EXPORTS OF ORANGESaL AND MOROCCO'S SHARE, 1955-57 TO
1966-68 AND PROJECTIONS TO 1980

Morocco's Exports
World/2 Actual % of World
Exports Exports

(Thousand metric tons) (Percent)

TONNAGE

1955-57 2,302.1h 185.9 8.1

1966-68 3,634.3 492.6 13.6

1980 6,050 950/ 15.7/

G.RWTH RATES (Percent per annum)

1955-57 to 1966-68 4.2 9.3

1966-68 to 1980 4.0 5.2

a Includes tangerines and clementines.
Excluding Centrally Planned Countries.
Assumeethat Morocco will maintain the 1968 share of world exports.

Source: Based on Table 1 and Economics Department estimates.
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

WINTER VEGETABLES

Production

1. Market gardening in Morocco covers about 82,000 ha. Reliable
statistics on total output and value do not exist because of the importance
of auto-consumption and localized markets. Annual tomato and potato produc-
tion ranges between 400,000 and 600,000 tons. Export-oriented production is
concentrated in the Souss and in the coastal regions: Safi-Casablanca-
Rabat-Kenitra, in Tadla and Berkane. About 8,000 producers, many of them
operating only 2 to 5 ha, are involved in export production, according to
the Office de Commercialisation et d'Exportation (OCE). Exports of fresh
vegetables have averaged about 200,000 tons annually, with a value of about
DH 220 million (US$44 million), about 8% of total and 15% of agricultural
exports (Annex 3, Table 2). Processed vegetables (dried, conserves and
juice) provide additional export revenue.

2. The following table shows the diversification in fresh vegetable
exports:

1966/67 1967/68 1968/69 1969/70
-tons----------------

Tomatoes 117,716 98,800 125,479 136,232
Potatoes 66,699 83,013 47,578 63,952
Squash (zucchini) 8,639 7,147 7,881 7,987
Green beans 2,125 2,613 2,728 3,764
Sweet peppers 4,744 2,149 2,897 2,239
Eggplants 3,514 1,316 2,167 2,954
Onions 7,808 949 - -
Artichokes 897 1,188 1,419 1,434
Other 1,600 1,500 5,028 7,843

Total Tonnage 213,742 198,675 195,177 226,405

…('OOO----------(1000 DH)-----------

Value in '000 214,990 157,544P/a 240,089 245,865

/a Lower value mainly due to inferior quality because of
frost damage.
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3. To assure timely production and export quality , vegetables re-
quire the following investments: windbeaks; groundwater development (ex-
cept in irrigated areas) and land levelling for irrigation; and (except on
very small farms) equipment for land preparation, row-cultivation and pest
control. These are to be financed under the proposed subproject (Table 1).
From its own resources the Caisse Nationale de Credit Agricole (CNCA) ex-

tends short-term production credit which was previously provided by OCE.
Vegetable growers are skilled and knowledgeable in production techniques.
Small growers receive technical assistance from Government extension staff.
The Institute National de Recherche Agronomique (INRA) has developed virus-
resistant tomato varieties which have been well accepted in export markets.
Seed potatoes are generally imported. There is strong competition among
input supply firms and inputs are readily available.

Marketing

4. As for citrus, OCE is the sole exporter of vegetables. However,
unlike citrus, packaging of vegetables, though supervised by OCE, is done
at the grower's expense and OCE acts as the producer's agent in shipping
and marketing each grower's properly identified produce. Sale through com-
mission merchants in the importing country is at the grower's risk. Pack-
aging stations in Morocco are fairly well distributed. Produce of small
growers is handled by cooperative packaging stations or by those of larger
growers. Under OCE's guidance the export pack has been standardized and
is attractively presented, in accordance with market preferences.

5. Producer prices realized over four years for export vegetables
are shown in Table 2. They are generally higher than assumed in Model 4,
Table 1. Also, the portion in this model sold for export is lower than
that exported by successful growers. Further, to test the sensitivity, it
has been assumed in this model that 25% less than the best estimate would
be exported. Even under these conditions, the financial rate of return
would be 23%, which is extremely profitable and compensates for risks which
cannot easily be quantified.

6. The incremental production generated by the subproject, at full
development (Year 7), would be:

Export Harkets Local Markets
…--- 000 tons-------

Tomatoes 36 39
Potatoes 6 12
Squash (zucchini) 7 11
Green beans 1 6

These projections are based on Model 4, Table 1. In reality, production
would be more diversified and would include nearly all types of vegetables
listed in Table 2. Given its favorable ecology and experience in producing
and marketing winter vegetables, Morocco should give even greater consider-
ation to:
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(a) diversification in accordance with market preferences;

(b) shifting export production to the November to April period
when there is little competition from producers within the
Common Market; and

(c) developing markets outside France which at present takes
80% or more of Moroccan export vegetables.

If Morocco moves in this direction, there should be no problem of marketing
the incremental output generated by this subproject.

May 12, 1972
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NO0R 0C C 0 TRibte 1

AGRICULTURAL CRLEDIT PROJCT

MOD5EL L,: WINTER VEGETABEIS: 12 ha irrigated: 40 ha drY grain farming

A. ARE.A. YIELD. PRICE ART _COST ASIEUMPTIONS

AREA TI)PUICE GROSS PRODUCTION VALUE OPERATING COST RET VALUE OF PRODUCTIOR
With with a/ With h/ With h/ With

Without Praieat Without Projeat Farm Gate Without Pruient Without Radiant Without PraJent Innremntu1
--- -(h.a)…---- -- (gox &tons~)…--- (0i)…-- --------------- (DR/farm)------------------------

H-rd ahoat 20 20 10 go 02 qo 44 10,560 10,580 7,000 7,050 3,560 3,560 -
loft wheat 30 18 13" 13" 40 10,600 9,060 10,000 6,000 5,100 3,060 -2,040
Dry b.-u 10 15 9 9 I 45 400 4,050 2,320 0,320 1,700 1,730 -
Ttagtoe aupurt) - ) - l2t 750 40,000 - 28,750 - 21,050 21,050

l...aI ) 713 " 20 - 7,800o
to-getta: ap-rt) - ) 3 - 4 '1,000 12,00 - 9,919 6,402 6,402

boat ) 76 0240 - 4,300

Potatoes : aupurt)- 2 - 15 4504200 - 4,000,863,7
lou 50 400 - 4,000- 462 3,70,6

Gra beans eaport) - - 1 1,600 3 ,200 - 320 4,880 4,800
1.t.1 7~~~~0 00 - 7,000 _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _

TOTAL 00.10.08.90.9.80.6 20 0i_390 4405 4h 108

a! Set ftLa dadotiug toot of po-kagig nod aorkrtiog.

Li Phagina to foil d-olot-rt:
Trt 1 2 0 4 0

Groat p-odootion -olta: 507. 70, 607% 907, 1007,
oponoiug -toot 8007 01 1007.

B. INCRE010NTAL VALUE ARC FTIANCIAL, RATE OF RETURN
(to OH)

TEAR ....... 1 2 3 4 0 6 7-9 10 11 12 13 14-15 1
00000 PRODTCTIOR VALUE

Grain 23,970 20,970 20,070 20,970 23,970 23,970 23,970 20,970 23,970 20,970 20,970 20,970
Vagetebles 50.892 59.074 67,856 76,308 84.820 04,820 84.020 84.820 84.920 04.820 84,820Q, 84,820

TOCTAL .......... 74S6 83_344 91,j,826 100,300 108.790 108.790 100.790 108,7,,90 108.790 108.790 f108,790 100.7-9 

Iuvet-gt and Osolatemeots
I.ad inpro--ats 12,000

Wall an-d -p-rst 25,200 9,000
Attothoents for soistit tra.tto 16,800 23,000 15,000 23,000

OperatIng Cost:
Grain 10,620 10,628 15,620 15.620 10,620 15,600 15,620 10,620 10,820 10,000 10,600 10,620
Vegetables 38.090 40.751 48.012 48.612 48.612 40.612 4,O,,

612
4,612 4jL 612 40.012 48,6812 40 0102

TOTAL ....... 108.010 59.001 64,232 87 232 64.232 64.202 64 202 73.232 7922 6.2 8.22 4,0

SET INCOME5 W/O PROJECT 10,300 10,394 10,390 10,390 10,390 10,090 10,390 10,390 10,390 10,090 10,390 10,390

INCREMENTAL VALUE GENERATED
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

Producer Prices Realized For Export Vegetables

Years ....... 1965/66 1966/67 1967/68 1968/69
-- - - - - - - - Dh/kg - - - - - -

Tonatoes:

-Fall 0.71 1.30 1.09 1.16

Winter - - 0.99 1.05

Spring 1.4h8 1.16 0.90 1.48

Potatoes 0.71 0.64 o.46 o.60

Artichokes 0.89 1.04 1.50 1.65

Eggplants 1.20 1.13 o.69 1.42

Carrots o.40 0.30 0.50 -

Cucumbers o.8h 0.75 0.77 0.86

Courgettes 1.25 1.13 1.28 1.48

Broad beans 0.79 0.97 1.31 1.10

French beans 3.61 3.42 2.34 3.10

Onions o.46 o.49 0.51 0.45

Sweet potatoes 0.69 0.77 0.56 0.53

Pick peas 1.07 1.22 1.77 1.52

Red peppers 1.26 1.32 2.30 2.03

Pepper pods 1.31 1.08 1.19 1.88

Source: OCE

February 9, 1971
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

DAIRY FARM DEVELOPMENT

Marketable Supplies and Milk Processing Capacity

1. Morocco's annual milk production from all sources (cows, sheep,
goats) for 1967/68 was estimated at 300,000 tons. Only 13% of this (40
million 1. in 1969) was received by pasteurizing plants in major urban markets,
utilizing approximately 65% of their pasteurizing capacity:

Location Plant 1966 1967 1968 1969
----- (million l/yeir)

es t.

Oujda Socolmo 0.7 0.8 0.9 0.9
Kenitra Colait 2.5 2.7 2.1 2.5
Marrakech Le Bon Lait 3.2 3.7 3.9 4.9
Casablanca Coop. Laitiere - - - .4
Casablanca Centrale Maroc-Lait 21.7 22.4 25.0 31.5

Total 28.1 29.6 31.9 40.2

These receipts do not include:

(a) substantial quantities sold in the same and other markets by
street vendors;

(b) small quantities received for pasteurization in smaller
urban and rural centers, not unimportant in the aggregate;
and

(c) quantities received in the newly opened Meknes plant
(20,000 1. daily processing capacity).

2. Milk production in the modern sector is concentrated around the
major urban markets. Well established commercial herds range in size be-
tween 10 and 30 dairy cows, although a few producers have larger herds.
A different production pattern has developed in newly irrigated regions
(Doukkala, Tadla, Gharb and Basse-Moulouya). Government, through its Com-
pagnie Marocaine de Gestion des Exploitations Agricoles (COMAGRI), has dis-
tributed in-calf heifers (mainly Friesian, but also Tarantaise and Red-and-
White) to small producers who keep up to five cows. Government has sup-
ported these schemes through artificial insemination, technical assistance
and milk marketing services. The small producers have been fairly success-
ful and COMAGRI plans to expand its heifer distribution program. In some
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regions (mainly Tadla), marketing problems have arisen because of seasonal
fluctuation in milk production among these small producers. They can be
overcome by (a) a breeding and feeding program that is more evenly distributed
throughout the seasons; and (b) a pricing system that rewards farmers who
maintain a high production level during the low production months. Government
is aware of these problems and is considering appropriate steps and educa-
tional programs.

Availability of Dairy Heifers

3. Aside from some privately arranged importations, COMAGRI has
been the main importer and distributor of dairy heifers:

Dairy Heifers Dairy Heifers Distributed
Imported by COMAGRI to Farmers by COMAGRI

1965 106 38
1966 527 16
1967 179 145
1968 683 195
1969 150 394
1970 720 83
1971 400 (estimated) 257

In April 1972, COMAGRI had about 2,000 dairy cows in its own stables. The
offspring of COMAGRI stock will be available for (a) replacement and expansion
of COMAGRI stock; (b) distribution to small farmers in irrigated areas and land
settlement schemes; and (c) individual farmers outside these schemes, including
those investing under the dairy sub-project. Thus it is estimated that COMkGRI
will supply about half of about 1,800 dairy heifers required for investment
under the subproject. In addition, about 200 to 250 heifers are imported
annually by farmers obtaining CNCA loans or by private agents. Provision must
therefore be made for financing the foreign exchange cost of importing about
900 heifers.

Demand for Milk

4. No reliable statistics exist on national milk consumption, or
even for the major urban markets. Traditional milk vendors continue to play
an important role. Pasteurizing plants, which vary the proportion of re-
constituted milk powder, depending on seasonal supply/demand conditions,
hesitate to disclose all relevant information. In these circumstances
Government finds it difficult to implement effective milk marketing regula-
tions. Changes in the regulations are being contemplated, pending a recently
initiated market study by UNDP/FAO experts.

5. Data on pasteurized milk sales by the Centrale Laitiere Maroc-
Lait, the largest plant, selling in Casablanca and smaller urban markets,
indicate the rising demand for pasteurized milk.
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1966 1967 1968 1969
…----- (Sales in '000 1/year)-----

Safi-El Jadida - 191 298 468
Rabat 3,986 4,105 4,917 6,371
Kenitra 472 464 620 780
Meknes 470 511 621 811
Fez 492 458 475 617
Casablanca 18,800 19,450 22,117 28 130

Total 24,220 25,179 29,048 37,277

These results have been achieved in strong competition with milk vendors
and other pasteurizing plants. Maroc-Lait has modernized its plants by
installing three "Tetrapak" units and special equipment for modern packaging
of fruit-flavored yogurt and "raibi", a traditional buttermilk-flavored
drink. Quantities and value of Maroc-Lait's sales in the Casablanca market,
for which most farmers investing under the subproject would produre, reflect
strong and rising demand:

Quantity Value
Year Milk Yogurt /a Raibi /b Milk Yogurt Raibi Total

…---------('000 1) … ----- - - _ ('000 DH)----…----

1966 18,804 1,337 1,871 17,447 3,957 1,294 22,698
1967 19,450 1,568 2,128 18,017 4,713 1,492 24,222
1968 22,117 1,798 2,702 20,495 5,487 1,891 27,873
1969 28,230 2,112 3,025 25,952 6,549 2,127 34,628
1970 31,083 2,318 2,315 28,578 7,192 1,628 37,398

/a Sold in 0.125 1 containers.
/b Sold in 0.5 1 containers.

Prices

6. Producer prices paid by Maroc-Lait in the Casablanca market and
retail prices received in this and other markets during 1969 were:

Producer Prices Paid Retail Prices Received
by Maroc-Lait for Pasteurized Milk

Delivered 1 1/2 1/4
Farm Gate to Center 1/bottle 1/pack 1/pack
-DH-- DH- -- - -------

Jan. 1-Feb. 28 0.52 0.54 Casablanca 0.91 0.51 0.26
March 1-31 0.49 0.51 Rabat 0.90 0.485 0.27
April 1-June 30 0.46 0.48 Meknes 0.94 0.52 0.27
July 1-31 0.52 0.54 Fez 0.90 0.50 0.30
Aug. 11-31 0.54 0.56 Safi 0.95 0.55 n.a.
Sept. 1-30 0.61 0.63 Jadida 0.95 0.55 n.a.
Oct. 1-31 0.67 0.69 Kenitra 0.89 0.47 n.a.
Nov. 1-30 0.66 0.68
Dec. 1-31 0.63 0.65
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These prices have risen only slightly in recent years. While generally ade-
quate for farmers, smaller producers have found it more profitable to channel
part of their sales to street vendors when periods of low production have
coincided with periods of high demand; conversely, they have sent surpluses
in high production periods to Maroc-Lait. Processors, on the other hand,
have found it difficult and costly to cope with seasonal fresh milk sur-
pluses, due to excessive importations of dry milk and butter. Aware of this
problem, Government (in December 1970) shifted milk powder from the free
import list to that of controlled imports. Other policy changes would de-
pend on recommendations of the milk marketing study (para 4).

Investment under Subproject

7. Investment categories to be financed under the subproject would be
for (a) pump irrigation to ensure year-round forage supplies, (b) stable and
milk handling facilities, (c) forage harvesting equipment, and (d) purchase
of in-calf heifers. Basic assumptions, net farm cash flow and loan cash
flow are shown in Table 1.

May 12, 1972
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MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

BEEF CATTLE AND SHEEP FATTENING

Production and Supply of Meat

1. Morocco's national herd in 1968 was estimated at 3.3 million cat-
tle, 15 million sheep, 8 million goats, 214,000 camels, and 345,000 horses
and mules. Its management regime relies on nomadic utilization of 7.5
million ha largely arid pastures, 5 million ha forest and, in addition,
seasonal pastures of cropland. Some nomadic herders keep their animals
mainly for family consumption as they have little contact with the market
economy. Offtake is fairly low, thus pastures are overstocked and quality
of slaughtered animals is low.

2. The number slaughtered in inspected abattoirs and meat supplied
therefrom for 1967 and 1968 is shown below:

Cattle Sheep
1967 1968 1967 1968

- 000 head)------

Estimated herd size 2,849 3,315 10,320 14,750
Estimated offtake 519 751 3,244 4,173

of which recorded as abattoir slaughter 306 443 1,460 1,878

---- (% of national herd)------

Abattoir-killed offtake as % total herd 11 13 14 13

…-(0t-----(__OO t)- …

Meat supplied from abattoir-killed stock 37 51 16 21

----- (kg of meat per head)----

Meat available per head of abattoir-killed
stock 121 114 11 11

--- (kg of meat per capita of)--
( urban population )

Meat supply per head of urban population
(5 million) 7.4 10.2 3.2 4.2
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Meat Consumption

3. Net exports or Imports are negligible. Based on rather crude
assumptions that all meat from inspected abattoirs was consumed exclusively
by the non-rural population (about 5 million), available meat supplies
(beef and mutton) were 10.6 and 14.4 kg per capita of urban population in
1967 and 1968, respectively, not a high consumption level.

Prices

4. Statistics on farm prices of live cattle and sheep do not exist.
According to farm interviews, farm prices range from DH 2.8 to DH 3.4/kg
of live cattle and from DH 3.0 to DH 3.8/kg of lamb or fattened sheep.
Meat prices (on the hook), Casablanca Abattoir, were:

1966 1967 1968 1969 1970

Hutton: high 7.28 7.60 7.70 8.40 8.70
low 4.65 4.12 5.32 6.20 5.80

Beef: high 5.20 5.00 5.00 5.42 6.00
low 3.27 3.40 4.20 4.44 4.90

The rising trend during a period with otherwise fairly stable prices indi-
cates a strong demand for meat. Monthly meat price statistics show rela-
tively small price fluctuations, except for mutton for which the seasonal
demand is highest prior to the Ramadan feast.

Marketing

5. Livestock markets are held regularly every one to two weeks in
rural centers and there is active trading on market days. Animals are nor-
mally moved on the hoof, except for some trucking from small rural to larger
urban markets. The portion of animals killed in Government-inspected abat-
toirs is estimated at 59% for cattle, 45% for sheep and 23% for goats.

Investments

6. Investments under the proposed subproject would be for stables to
facilitate fattening of cattle and sheep. The Caisse Nationale de Credit
Agricole (CNCA) would complement this investment credit by short-term loans
mainly for purchase of feeder cattle and sheep. These loans would encour-
age simple fattening operations which have become popular with many farmers,
including those on medium- and small-scale farms. Feeder stock is put to
pasture for a few weeks, thereafter barn-fed with a mixture of barley,
pulses, wheat bran and sugar beet pulps, supplemented by straw. After about
three months of barn feeding, the animals are sold for slaughter. Basic
assumptions, farmers' net cash flow and loan cash flow are shown in Model



ANNEX 8
Page 3

6, Table 1. By encouraging feeding operations, this subproject would help
increase demand for feeder stock. This would facilitate the flow of stock
from the traditional sector which would then increasingly benefit from
trade with the market economy. The urban market can easily absorb the
incremental annual output of about 3,400 tons of beef and mutton.

May 12, 1972
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MOROCCO

AGRICULTURAL CREDIT PROJECT

ALLOCATION OF PROCEEDS

xH DR
Million Million

GRAIN FARM MECHANIZATION 83.0 18.0

(a) Tractors and attachments, land development,
machinery sheds

(b) Combines, balers and other farm machinery

DEVELOPMENT FOR CITRUS AND VEGETABLE PRODUCTION 53.0 11.5

(a) Citrus: land- and groundwater-development,
irrigation and drainage networks, planting
materials, fertilizer, pesticides, tractors,
pest control equipment, machinery operation,
and labor

(b) Vegetables: land- and groundwater-development,
irrigation and drainage networks, equipment

LIVESTOCK DEVELOPMENT 16.2 3.5

(a) Dairy: land- and groundwater-development,
irrigation and drainage, farm buildings,
watering and milk handling facilities, dairy
heifers, forage-making equipment

(b) Beef cattle and sheep fattening: farm buildings,
watering facilities

MARKETING FACILITIES 4.6 1.0

Pre-packaging, packaging, handling and storage
facilities and equipment

TOTAL 156.8 34.0

May 12, 1972
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MDROCCO

SECOND AhRICULTURAL CREDIT PROJECT

ESTIMATED SCREDULE OF DISBURSEMENTS

Cumulative
IBRD/IDA Fiscal Year Disbursements Disbursements

and Quarter During Quarter Ending At End of Quarter

1972/73:

December 31, 1972 /a 1.80 1.80
March 31, 1973 2.00 3.80
June 30, 1973 2.20 6.00

1973/74:

September 30, 1973 2.30 8.30
December 31, 1973 2.60 10.90

March 31, 1974 2.60 13.50

June 30, 1974 2.60 16.10

1974/75:

September 30, 1974 2.70 18.80
December 31, 1974 2.70 21.50
March 31, 1975 2.90 24.40

June 30, 1975 /a 3.00 27.40

1975/76:

September 30, 1975 3.10 30.50
December 31, 1975 3.10 33.60
March 31, 1976 Lb .40 34.00

/a Estimated date of effectiveness: October 31, 1972

/b Estimated date of closing: August 31, 1976.

May 12, 1972



ANNEX 1 i

MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

Economic Rate of Return

1. All inputs were valued at market cost. Two basic rates of return
are calculated, as shown in Table 1, to estimate returns from the project
of the economy. The first rate is based on current prices, the second on
real prices reduced by 10% below current levels, in line with projected
1975 world prices adjusted for transportation to and distribution cost
within Morocco. The respective rates of return were 18% and 16%. Economic
rates for individual sub-projects, based on current prices, range from 17%
on beef cattle and sheep fattening to 40% on winter vegetables.

Rates of Return
Current Prices Cereal Prices - 10%

Incremental production value: +10% 30% 27%
(due to variation in yield
or prices) -10% 10% 8%

Incremental operating cost: +10% 12% 11%
-10% 27% 24%

Investment and replacement
cost: +10% 16% 14%

-10% 23% 20%

The above rates are satisfactory.

2. The benefit streams do not take into account:

(a) value added to fruit and vegetables in packaging, processing
and other marketing activities;

(b) demonstration effects of the project on non-participating
farmers; and

(c) strengthening of CNCA's financial and manpower resources.

May 16, 1972





ANNEX 11
Table 1

MOROCCO

SECOND AGRICULTURAL CREDIT PROJECT

Economic Rate of Return
(DR Million)

Investment and Incremental Net Value of Production
Year Replacement Cost Present Prices Cereal Prices - 10%

1 76.0 21.6 20.6
2 88.1 41.8 39.5
3 101.8 56.1 52.3
4 6.6 40.3 36.2
5 6.8 29.3 25.1
6 9.0 32.0 27.9
7 2.8 38.7 34.6
8 26.4 47.1 42.9
9 35.8 54.0 49.9

10 45.6 63.8 59.7
11 22.3 66.5 62.4
12 13.2 69.4 65.2
13 25.7 69.5 65.4
14 24.1 69.5 65.4
15 51.5 72.9 68.7
16 28.6 79.1 75.0
17 38.4 84.3 80.2
18 10.7 84.9 80.7
19 15.9 81.5 77.4
20 4.8 84.8 80.7
21 6.0 75.1 72.3
22 1.8 57.2 55.6
23 1.4 30.7 30.7
24 2.5 24.4 24.4
25 2.9 24.4 24.4
26 2.8 24.4 24.4
27 1.2 24.4 24.4
28 2.4 24.4 24.4
29 1.2 24.4 24.4
30 1.4 24.4 24.4
31 - 17.2 17.2
32 9.1 9.1

Rate of Return 18.0% 16.0%
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