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ECONOMIC REFORMS AND LIBERALISATION AND
ECONOMIC PERFORMANCE: THE MOROCCAN
EXPERIENCE

El-Waleed A. Hamout

Domestic Economic Reforms and Liberalisation (ERL) hagenbthe most widely
promoted policy package throughout the last decade. Establishofea sound
macroeconomic policy framework and the deregulation ofddmestic structures of
the economy are ERL's main domestic agenda. Externallge traforms, capital
markets deregulation and creating a foreign-investment condeicinment are key
elements in an ERL policy package.

Many OIC member states have adopted ERL policy packagksane are alleged to
have attained notable success with it, Morocco is onenglea This project is an

attempt to examine this issue by considering the eftddise ERL policy package on
the performance and the basic structures of the Morocaaory. We will examine

the impact of the policy on production (the supply side), oneagge demand, and on
the external sector of the economy. We will also seeketw the change--or the
indications of change--in the structural characteristfdhe Moroccan economy.

It has been widely reported that when ERL policies are ‘gntghimplemented, they
should be expected to produce macroeconomic stability end the economy to a
structural balance; and to generate efficiency and weffaies. Domestically ERL is
asserted to contribute positively to long-term growtttept for its effects on fiscal and
public expenditure policies and on interest rates (van der IHpe896).
Liberalisation, which is the external element of theLEfblicy package, has been
confirmed to bring forth efficiency (Haddad, 1993) and welfgains (Dutz, 1991).
These gains would accrue both as technical (X-efficiencywelé as allocative
efficiency. Haddadibid) estimated this impact in Morocco’s case and has found a net
positive response on productivity. Haddad attributed g@s mainly to the X-
efficiency element. On Morocco again, using a differeethodology, Dutz ibid)
established the presence of a net welfare gain stemminga-reost probable basis—
from the policy of liberalisation.

The rigor with which Moroccan governments have pursued this policy, enbwgth
these reported positive results, provided the motivatiorhferstudy. The study aims to
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look for evidence of change in the Moroccan economy by examihengealisation of
the stated objectives of the ERL policy package.
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The declared main targets of the ERL in Morogéoter alia, are the following:

1. To reform and restructure the Moroccan economy, followingrig@ss of problems
both in its internal and external sectors, so as to saltile structural balance in the
two sectors.

2. To transform the Moroccan economy by diversifying its ouliase, from a primary
based to varied production, and from an inward-looking to an avdtariented
economy.

3. To improve the country’s economic efficiency and competiess in the
international markets by exposing its markets to genwngpetition.

4. To prepare the Moroccan economy for the changing global ecormwironment
and to gradually integrate it into the world economy.

5. To put the economy on a sustained course of development.
1. INTRODUCTION

This paper intends to study Morocco’'s ERL policyepthe period extending
from 1980 to 1996.

1.1. Analogue

In principle, reforms and liberalisation are oldtinos that are embedded in
the liberal tradition—the liberal philosophy and vement, or in liberalism—

that is the theory and practice of reforms (The Nealgrave, 3, p.173). The
use of these concepts in economics has becomeaxtm®sive in recent years,
particularly in the contexts of trade. Economicorefis and liberalisation or

(ERL) is, by definition, a wider policy package whiembodies two main

elements: the first involves the restructuringtef tliomestic economy, or what
is sometimes called internal liberalisation. Theosel includes measures to
reform the country’s external sector and is reférte as external sector
liberalisation.

Domestic reforms or internal liberalisation “ensaihe establishment of a
sound macroeconomic policy framework, with smaltigeet and balance of
payment deficits, and realistic interest and exgearates; and a shift of
economic structures towards a deregulated, enserfriendly system, with
small but efficient state sector” (Woodward, 1996,58). External
liberalisation, on the other hand, includes outwanidnted reforms such as
reforming trade and investment policies with thensiof increasing the
country’s trade and foreign investment shares. Bgpéing an ERL policy
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package, governments oblige themselves to reforen etkisting economic
environment and to create a freer setting in wipictiate economic agents are
enabled to interact freely.
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Recent history has shown that market-based libenomies are
‘superior’ to centrally planned ones. Within the former gopwpen trade-
based economies that are loosely regulated arerpedfto closed ones which
operate behind large governments and extensiveéatégu It has been widely
supposed that the former type of economies is $eseeptible to external
shocks than the latter. It is also believed thanemies with better links to
international markets are better positioned to Hefirem globalisation than
detached ones, and thus would be better able t& grad sustain positive
change. Thus, ERL policies have been eagerly sanghe developing world
in sharp contrast to the restrictive policies thegre prevalent before.
Transitional economies, as their name suggestse lagso been following
similar sets of policies.

Early ERL cases appeared within the context ofcstinal adjustment
programmes (SAPSs). Recent developing countrieserepces support the
case for broad-based reforms that extend to alketsrof the economy.
Reform packages ought to touch all sectors of dmmemy --not only leading
sectors-- for its benefits to be complete and tenadn practice, this is not
always the case, which is often a reflection ofittterests of the forces behind
the change.

1.2. How to Establish the Link Between ERL and Ecoomic
Performance?

The obvious link between policies and performaneetiae objective functions
set to be achieved from the policies. In the cddeRi this is a rather difficult

and obscure exercise, mainly for two reasons: riseif the multiplicity and

ambiguity of objectives behind the ERL policy pag&aThe second is the
relative nature of the concept of economic perfarcea which could take
different meanings depending on the definitions aadables used in the
exercise.

In the literature, assessing ERL type programmesteinly followed two
lines, namely, the complete macroeconomic studythef set of policies
together; or through the analysis of a specificigyolsuch as trade
liberalisation. The first method appraises the iotpaf the package on the
economy’s macro-economic indicators and on itscatinal balance. The other
approach works through assessing the likely beavinthe policy on other
dimensions such as efficiency—allocative and tediri-and welfare. This
paper will use the macro-approach mainly becauseldita set available to it is
aggregate data which is more suited to this approac
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2. THE MOROCCAN REFORM EXPERIENCE

Since 1983, Morocco has been pursuing an ERL comeppsogramme of
policy changes. The package consisted of a vigocousse of structural and
market reforms and deregulation. Morocco’s ERL basn broad, but in the
later years it centred more on the external settas. also there that results
have been more significant. As such, Morocco’s dgiirneeforms are for the
most part an SAP type package. However, exterrbiseeforms are central
in the country’s reform experience. This is why Maro's ERL policy
package is not a typical SAP case which is also wblected to refer to it as
we did in this paper.

2.1. Background

As early as the 1960s, Morocco embarked upon adlilezonomic path, that
has later been supported by economic planning (¥268nd 1973-77) which
was fashionable at the time. Consecutive Moroccamemgpments were
conscious of the vital role private sector (doneesind foreign) savings and
investment can play in development. Thus, successoonomic plans have
attempted to accommodate private sector interegist@ encourage foreign
investment, in particular, through tax concessiamsl special investment
codes (1973, 1982, 1983 and 1988). However, thisegalevels of private

sector participation were limited compared with {egels intended in the
various plans Slumps in phosphate prices, especially duringsineenties,

presented another obstacle to raising the necesleangstic finance for the
plans. A series of poor harvests following the difus in the mid-seventies
have had severe adverse effects on the perfornante Moroccan primary
sector, which eventually slipped the economy imisis.

As a result, throughout the years 1979-1983 Moraoqerienced a severe
financial and structural distress. The boom in phase prices in the early
seventies had enabled Morocco to undertake an iaunbipublic investment
programme and to increase its defence spending, gheatly expanding its
public expenditure. As a result of the slump in gi®sphate prices and the
increase in oil prices in the late seventies, theegiment could only sustain
its high public expenditure by resorting to the itapmarket. Aided by the
ease of financial terms, the abundance and chespofe$unds, Morocco
borrowed large sums of private loans in the seesrdnd the early eighties.

! Private sources were expected to provide 57.7 per cent ofothk investment
package in the 1973-77 plan, and 43 per cent of planned riadiusiestment
between 1981-85. These expectations generally did not materialis
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By 1983, the volume of the Moroccan debt had exptiakly increased—
from US$1.8 hillion in 1975 (19.6 per cent of GOP)US$11.3 in 1983 (84.2
per cent of GDP and 290 per cent of exports). Iditewh, its structure was
radically changed, with 40 per cent owed to commétzanks compared with
none a decade earlier (World Bank, 1988-II, p.t)1980, the budget deficit
reached 15.2 per cent of the country’s total GD&b(& 2 and G.2.1). It was
clear that the Moroccan economy could not sustaén level of spending as
well as support its debts without some radical maf coupled with a large
programme of debt rescheduling. In the followingtes we give a brief
account of Morocco’s ERL experience.

2.2. Morocco’s Reforms and Adjustment Experience

In 1978 a three-year stabilisation programme wa®douced with the aim of
addressing the country’s structural and financrabfems. It included stricter
import controls and reductions in public expenditun 1981 another five-year
plan was enacted, with similar ambitious estimates private sector

participation in total new investment in the pl&9.(L per cent). That is MD76
billions out of 110 billions were expected to bésea from private sector
sources.

Many factors, besides the unrealistic estimate® gsivate sector shares,
have impeded the fulfilment of the plan. Of these: dhe poor agricultural
performances due to prolonged droughts, and therseshortages of finance
that resulted from the new capital budget commitimefollowing the
rescheduling of Morocco’s debt in 1983, (over 20 gent according t@ank
Al-Maghrib Report, 1984 These adverse conditions caused severe structura
imbalances, both in the domestic and the extereefoss of the Moroccan
economy.

Following the balance of payments crisis in 198Bg tMoroccan
government initiated a “comprehensive set of sigdiion and adjustment
policies supported by a series of IMF standby ayeaments and World Bank
sectoral adjustment loans. Restrictive fiscal poliod monetary policies were
employed to contain aggregate domestic demand,ewstiiuctural reforms
were initiated to augment the supply response efetonomy.” (World Bank,
1988, pp.1-2).

In its effort to curb the aggregate demand pressaréhe budget and the
balance of payments, the government applied a packé restrictive policy
measures. To address the domestic deficit, sizeallections were made in
government spending during 1980-85. Financing ttatfalls in government
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budgets was sought largely from domestic sourcess@mer prices were
partially freed, price subsidies reduced and theraV level of indirect taxes
raised. These steps were taken despite the corstetse in the cost of
living, in particular food prices. In addition, n®aes were introduced to
mobilise domestic saving which appear to have sdm@, especially during
the period 1984-88 (See table 1). Furthermore,tabpudgets were cut. For
instance, in the revised budget for 1984 all prepgasvestment projects were
cancelled--except those with clear export-earninignport-saving advantages.

Table 1: Performance Indicators Of The Moroccan Ecaomy, 1980-96

Growth rates (period averages, % p.a.}

A B C
Ql | Q2 | Q3 | Q4 | QI-Q2 )| Q3-Q4 | Q1-Q4
80-84| 84-88| 88-92| 92-9¢ 80-88 | 88-96( 80-96

Production

GDP at constant prices 2.03| 4.38) 1.79 2.62| 3.56 2.45 3.18
Agricultural VA -2.18| 10.22| -5.28 | 9.07| 4.27 1.83 3.22
Industrial SectorvVA 1.62| 3.28| 2.08 | 2.19| 2.72 2.37 2.70
Services Sector VA 2.24| 2.85| 4.06 0.5¢ 2.83 2.52 2.84
Government GDP 7.78] 3.96| 3.40 2.3 6.53 3.18 5.13
M arketGDP 1.15| 4.46| 1.48 | 2.68 3.11 2.31 2.87
Income

Real GDP per capita 0.102.46| 0.02 1.03 141 0.58 1.06
GNDI at constant prices 2.06 4.39| 2.28 2.23 3.59 251 3.23
Final consumption 1.8 3.00 2.74| 295 271 3.17 3.11
National savings 3.0010.12| 0.64 | -0.64 7.26 | -0.01 3.77
Investment 298 0.57| 3.84| 0.17| 1.94 2.21 2.20

Fixed capital investment 2.811.85| 3.66 0.51 2.59 2.30 2.59
Trade and Payments

Value of exports 7.64 3.53| -1.32| 0.9 6.20 | -0.21 3.12
Value of imports 8.36 -2.77| 5.64 | -0.29 2.94 2.94 3.11
Prices and Money

Cost of living (base 1989) 8.2 5.0 4. 3|9 7.3 4.y 6.4
Food prices 9.3 2.5 5.3 4. 6.5 5.3 6.3
Price subsidies -8.1214.66| 0.28 | 18.33-12.64 9.97 || -2.10
Nominal money supply | 19 37| 11.41| 11.07| 6.24 1217 | 9.66 | 11.59
(at Dec. 31)

Real money supply 362| 557 6.74| 317 511 | 550 | 5.63
(at Dec. 31)
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Calculated from appendix table 2.
GNDI: Gross National Disposable Income.
1/ For definitions of these sectors, see page 20.
2/ Other notes as in table 2.

The financial strain continued to shape the praspetthe later plans. In
the 1986-88 three-year plan, funds allocated fow mevestments were cut
below their 1984 level, bringing them down fromt®016.7 per cent of GDP.
Government expenditures were further cut, partityilae spending on public
services. In all, a tight policy was applied to fxebe spending side of the
budget in line with the diminishing revenues. Désgiocial unease, Moroccan
governments have managed to maintain a firm pohtych succeeded to
resist expansionary pressures, and to bring dowendeficit (G.2.1). The
restraining policies were kept until 1993, whichnmided with the expiry of
the last IMF standby agreement, after which thesewelaxed.

Externally, across-the-board import restrictiongevkfted to reduce the
pressure of import demand. Simultaneously, outstgngdrivate and official
debts were re-scheduled to help alleviate bottdtreestic and external gaps.
Accordingly, effective domestic aggregate demandhaieed suppressed
roughly at its 1980 level. As an integral part dRIEprogramme, external
sector reforms in Morocco date back to 1982, winengovernment abolished
the restrictive conditions over foreign investméntestment reforms included
questions of ownership of companies, taxes, as althe repatriation of
profits. In 1984 a set of measures was introduceliberalise foreign trade,
including the abolition of state controls over estpoand the reduction of
tariffs and duties on imports. Substantial redutdiof quantitative restrictions
were also introduced and further measures were ipeainAt the same time,
the government gave clear indications and madedommitments to continue
reforming the domestic economy. In 1985 the goveminmitiated a policy of
privatisation of public sector entities but thisckxled strategic industries.
Both the trade liberalisation policy and the prisation programmes were
sustained well into the nineties.

In 1987 a new five-year plan was introduced (1988+Which was more
realistic in terms of its projected investment, fiteding levels and sources,
and its intended growth rate (4 per cent annuallyjis was the first plan
which included trade reforms as a policy goal anthat sense it was the first
trade- oriented plan, especially due to its empghasi exports. Another
observation is the explicit attention in the plarréforming production which
extends its domain beyond the demand side to theglysside of the economy.
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Prior to these reforms a very complex externaldnajime system was in
operation in Morocco. Three import regimes weravacin parallel, namely,
Import Taxes (IT), Quantitative Restrictions (QRahd Floor or Reference
Prices (FP). The reform of Morocco’s external seategime entailed a
number of consequences: dismantling QRs, abolisttiegFP system, and
reducing trade taxes and compressing their ranges $o reduce dispersion in
the tariff structure.
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The ERL programme, which initially consisted ofdeaand industrial
sector reforms, aimed, primarily, to limit this cplax trade-limiting regime,
and thus expand trade. The reform exercise wasteguwmpon to restore a
viable balance of payments and to secure a subtairggowth path in the
medium term; it was also expected to improve indaisiproductivity by
revising the structure of industrial incentives.efé is some theoretical
evidence as to how these outcomes may take plac¢heSe, we cite the
genuine competition and technological catch-up meuts. To attain these
goals, a number of instruments were introduced,tnmportant amongst
which are the following:

« Sweeping reductions of tariffs and rapid dismagtlinf quantitative
restrictions: “Protection was significantly reducafter 1983, through the
elimination of quantitative restrictions and redomst of tariff rates, the
maximum tariff was reduced from 400 to 45 per ceftaggard, 1994,
p.63).

* Investment codes were adjusted. The implicit airhirig this was to re-
align domestic factor prices in line with real resze endowments. This
was supposed to lead to adoption of productionnigeies which reflected
Morocco’s real competitive advantage.

» Domestic price controls have been gradually eliteida

» Foreign exchange controls relinquished and a fredhange system was
introduced. Actions were initiated to liberalisadncial markets, including
the banking sector and the establishment of trekstwchange market.

The package intended to improve domestic induspriatuctivity and to
raise the country’s export potential by reducing thias against exports.
Raising the country’s export potential was expedtedome from abating the
inbred bias in the Import Substitution Industri81f Strategy against exports.
A flexibly managed exchange rate regime was used eatalyst to reform.
This was thought to underpin the competitivenesBlofoccan exports and to
compensate for the loss in revenue arising fromlolneering of barriers to
external trade, and at the same time to improvectihentry’s Balance of
Payments. As a whole, the package effectively atemlrto a gradual

2 Evidence of the link between trade and productivity idest--mixed in the literature
(See Tybout, 1991, Dutz, 1991, Haddad, 1993). Howeverptper is not concerned
with that as much as with Morocco’s ERL policy package aittl the intended
objectives behind it.
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liberalisation of the trade and the financial sexton Morocco (World Bank,
1988).
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The measures were introduced in medium term plamts vaithin the
context of the emergency plans that were intendetetorm the economic
structure of the country. The ensuing programmesided on consolidating
the gains achieved from these policies, by targethe issues relating to
administrative and political reforms, reductionbufth taxes and government
expenditure, the maintenance of investment, andréis&ucturing of debt.
Reducing the direct involvement of the state inneeoic activity became a
central theme in these plans. Government directiavnent in production and
markets has been limited only to strategic sectbisewhere it was expected
only to facilitate private commercial activity ato help smooth the market
mechanism through further deregulation, privat@atietc. Accordingly, the
roles of the private sector and the market have be@mphasised.

On the financial side of the economy, plans weitaied to liberalise
financial markets. The reforms started by reformihg banking system and
the other financial services. Freeing the foreignhange system of official
control was thought to be a vital piece for therafien of the liberalisation
policy. Financial sector reforms were then crowbgdhe establishment of a
stock exchange.

In the next parts of the paper we analyse the itmpathe ERL policy
package on Morocco’s economic performance by etialyiahe performance
of the key economic variables of the Moroccan eaondy that we hope to
be able to answer the main question, which is: hatvextent Morocco’s ERL
programme has attained its stated objectives?.

3. ERL POLICY AND PERFORMANCE
3.1. Data and Methodology

The data used is Moroccan national accounts timesséor the period 1980-
96. As a first step, we converted the market pdata (appendix 1.b) into
constant-price data using the implicit price deftatWe then used this real
(constant-price) time-series data set (appendito alculate period average
growth rates for the key economic indicators of kh@occan economy. The
results of this exercise are in table 1. We setetiieee ranges A, B, and C to
calculate annual average growth rates. In A tha datsplit into four equal

sub-periods, 1980-84, 1984-88, 1988-92, 1992-96, then average growth
rates are calculated for each period. In B the dasplit into two equal parts,
1980-88 and 1988-96, and average growth rates wadorilated for each of

them. In the last section C we took the averagevijraate for the whole

period 1980-1996. The performance indicators aasseld according to their
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broad functional categories. These are Productiocpme, Trade and
Payments, and Prices and Money.
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We have also calculated the relative shares ofvaale performance
indicators in relation to GDP (as percentages ofPGEbr the years 1980,
1984, 1988, 1992 and 1996 (see table 2). Thesadathe main sectors of the
economy, the income and expenditure variables, lihdget deficit, the
external sector variables, inflation and money supp

The data is obtained from Bank Al-Maghrib Repori980-1996) and
from Banque Marocaine du Commerce Extérieur (199Mey include
Morocco’s domestic --production, income, budgeices, inflation and money
supply, as well as, external --trade and paymemsisetors’ data (Appendix
table 1). Exchange rate data is obtained from ke International Financial
Statistics data series (1990 to 1996). Most ofrtbtions used are those of
Bank Al-Maghrib. Of these, some may sound uncoriveat due to
translation.

The implicit assumption behind this exercise istthgy examining the
performance of the key economic indicators of therddcan economy, we
may be able to establish the general effect ofpibleey on these indicators.
However, we acknowledge, from the outset, that ihiby no means a fully
rigorous exercise, as other factors come certamtly play. However, given
the reasonable length of the study period, thecs@rshould at least give a
general idea as to the effect of the ERL policyt@Moroccan economy.

Thus, in the following sections we turn to asséssimfluence of the ERL
policy on the key sectors and variables of the Moam economy beginning
with its impact on the budget, the demand sidehaf ¢économy, and then
proceeding to examine its structural and supplgaét

3.2. The Exchange Rate and the ERL Policy in Moroec

The Moroccan dirham has not been through a singjlet plevaluation during

the study period. However, a flexibly managed erdearate regime was kept
as the main policy instrument in the external seceforms. The flexible

exchange rate was introduced to uphold Morocc@detrcompetitiveness, to
compensate for the loss of tariff revenue, and tousnprove the country’s

balance of payments.

Morocco’s official exchange rates record is showrfigure G.1. G.1.1.
reflects the MD official exchange rate trends imtg of US dollars. During
1980-85, the value of the MD has diminished fro@2bto 0.10 against the US
dollar recording a drop of some 60 per cent ofLlB80 rate. Since then and
until 1992, the MD value improved marginally tolstse around 0.12 to the
dollar. During 1993-97, its value fell slightly aga Overall, however, the
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official exchange value of the MD remained gengrathble at just under nine
MDs to a dollar.
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Graph 1.2. shows Morocco’'s exchange rate indicésdelpicts the
country’s official index which uses 1990 as a bwgear. It also portrays the
nominal (NEER) and the real (REER) effective exg®amate indices. These
indices show a pattern and analysis similar to tiefiected by the official
exchange rate. We observe the general declineeirvi’'s exchange value
versus the US dollar, which continued until 1990tHe post-1990 period, the
MD exchange value against the US dollar began ¢ eg slightly. With this
performance, the MD may be judged relatively stalileis judgement gets
more credence when seen within the context of dgired countries at similar
stages of development.

Table 2: Performance Indicators Of The Moroccan Ecoomy, 1980-96
Ratios Of Key Indicators To GDP
Ratios (in percentages)

Indicators 1980 1984| 1988 1997 199¢
Agriculture/GDP 18.4 14.9 19.6 13.7 18.5
Secondary sector/GDP 30"9 30.3 28.8 29.2 28.6
Tertiary sector/GDP 38.8 39.2 36.4 40.6 36.6
Consumption/GDP 85.1 845 79.0 82.8 84.2
Savings/GDP 17.q 17.9 23.4 22.1 18.8
Investment/GDP 242 253 21.0 23.2 20.6
Fixed investment/GDP 22p 231 20.4 224 20.2
Foreign income /GDP 2p 24 24 4.9 2.9
Budget deficit/ GDP 15.49 6.4 3.3 1.9 3.0
Exports /GDP 13.qq 17.0 16.3 14.0 12.9
Imports /GDP 221 30.6 215 25.9 224
Trade deficit /GDP 9. 13.6 51 11.9 9.5
Current account balance /GDP -)1%)7.8 21 (15| (18
Balance of payments /GDP ()02 05 0.9 2.4 0.7
Inflation /GDP 69.9| 68.4 53.8 50.3 46.0
Food-price inflation /GDP 74.2 76.3 53.2 51.6 48.3
Price subsidies /GDP 3 1.9 0.7 0.7 13
Money supply /GDP 41.4 44.9 47.6 60.3 61.9

Notes:
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a: All calculations based on constant-price national incaceeunts obtained by
deflating current-price figures by implicit GDP deflator.
b: Refers to 1981.



Economic Reforms and Liberalisation and Economic P&idace 155

Graph 1: Morocco’s exchange rates during 1980-1995.
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3/ NEER represents the ratio (expressed on basé=199) of an index of the period
average exchange rate of the MD to a weighted gemn@verage of exchange rates for
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4/ REER is NEER index adjusted for relative movetném national price or cost indicators
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5/ All indices are based on end of period figures.

Source: IMF, International Financial Statistics, 19906.99
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Overall, the early decline in the MD exchange vahey be regarded as a
gradual devaluation which may have served two mepofirst, it helped to
stabilise the value of the MD over the study periSdcond, and as we will
observe in the following sections of the papehas underpinned the rest of
the reform measures.

3.3. ERL Policy and the Moroccan Budget

One of the main objectives of the ERL programme teazdjust and stabilise
the Moroccan economy by addressing its structunilaiances, one of which
was the budget deficit. Prior to 1980, all Moroscbudget revenues could not
support even its current expenditure. In fact, thas one of the main reasons
which prompted the programme of reforms. In 198#, deficit of the budget
amounted to 15.2 per cent of GDP. As a result ef blndgetary reform
measures, the overall annual average increasedgebuevenues has exceeded
that of expenditure during the whole period (TaB)e The overall impact of
the policy is apparent in the shape of the budgdtid curve in graph 2.1,
which continued to fall until 1992. Though the batigleficit increased
slightly after 1992, it remained relatively contaih This trend in budget
performance is confirmed in table 3 where the magei of the deficit relative
to GDP has gone down from 15.2 in 1981 to 1.9 pet only in 1992. During
Q4, the budget deficit has risen a little, a resultrelaxing some of the
stringent policies that brought the deficit down.

G.2.1. Morocco's Real Budget 1980-96

35000

m
Q _
2 30000 N
£ 25000 T
2 20000 tod- gL
O g—e— " —_——

S 150007 *— Rewenue
= —— Expenditure
2 100001 —*— Budget Defici
S 5000
G 0 + + + + + + + + + + + + + +
[%2]
5§ -500081 82 83 §4 85 86 19 5 96
€ .100003
<

-15000

The progress in the budget balance was coupledamtbtable decline in
the net financing of the budget over the studyquk(iG.2.2.b). The decline
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occurred in spite of the government’s efforts tosidoudgetary finance and to
diversify the sources of the budget finance.

Table 3: Budget performance indicator
1980 | 1984| 198§ 1992 199K
Budget Deficit/GDP (As % of GDP) 152 6.4 | 33| 19| 30
Q1 Q2 | Q8 | Q4 |Q1-Q2|Q3-Q4Q1-Q4
Average Growth rates % p.:ﬁd’-84 84-88| 88-92| 92-96| 80-88| 88-96| 80-96
Budget deficit (1) -16.82  -8.14 -8.58| 12.39-13.84 1.51|| -6.40
Total Revenue 1.1d 6.26 4.62( 0.32)| 4.44 272 3.75
Total expenditure -4.89 3.46 3.30] 1.34| -0.3§ 2.58| 1.25

Note:
(1)

Based on 1980 constant prices. b: refers to 1981.
A negative sign represents an improvement as this iscit.de

The Moroccan budget’s net finance performance tee positively with
external financing and negatively with domestiafining, and the size of the
former is higher than that of the latter, 0.72 addl7 respectively. External
financing and domestic financing have a very higlgative correlation in
Morocco’s case (Table 4). This is also clear in.&t2 where domestic and
external finance graphs are almost opposite to amather. These results
indicate that whenever external sources are shad,budgets rely more on
internal sources, the likelihood is that the neaficing position of the budget
will decline. That explains the continuous declofeéhe net financing curve in
G.2.2.a. as Morocco, following the ERL policy, esli more and more on
domestic sources for finance.

Table 4: Correlation Between The Position Of The Budget's Ne
Financing And The Sources Of Financédomestic and externa

Net financing | Domestic External
Net financing 1
Domestic -0.47 1
External 0.72 -0.80 1

G.2.2.
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G.2.2.a. The Financing Perfomance of the

\ Moroccan Budget 1981-1996
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G.2.2.b. Budget Financing Performance 1981-96
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Based on constant price data.

Through the period 1980-96, the composition of Moais budget finance
may be split in three distinct phases. The classiion depends primarily on
the position of external financial flows.

In the first phase, 1980-86, external finance deappharply from over 8
billion MDs to negative in 1986. External privaiednce dried-up following
the debt crisis and the second oil shock. On thmedtic front, Morocco
suffered another setback as phosphate prices stun@tber sources had to
rise rapidly to make up for the shortfall. Thusprestic finance was made to
rise more than tenfold from below 1 billion to o\ billion MDs. Also, IMF
support was sought and the equivalent of one hillDs per year, on
average, was drawn during the period. Other souofefinance were also
sought —mainly grants— enabling the governmentaieer another billion a
year. These two latter sources had dried compléte086.

In the middle phase, 1986-90, external resourcege eubstantially
recovered to reach their highest level ever of jusliow 10 billions MDs.
Domestic finances moved in the opposite directiod By almost the same
sizes, thus fulfilling the correlation relationship
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The last phase --the post-1990 period-- was in nmaggects similar to the
first. The main difference was that domestic firmhad very rapidly risen to
compensate for the sharp fall in external finaraoe] to cover the repayment
of the IMF loans.

In sum, it can be deduced that the internal imledarbjective has been
largely addressed. However, this may have beerewaethiat the expense of
slower economic activity overall.

In the following section we take up the analysidghef structural targets of
reform policy. These mainly address the level oérae in the country's
output base and the related performance considasatin section 5 we shall
address the policies’ demand side objectives.

4. ERL POLICY AND SUPPLY: STRUCTURAL ANALYSIS
4.1. Preview

In this section, we examine trends of the Morocamonomy’'s main
production variables during the study period. Exme of change in the
structure of production is what we want to estdbliSur prime intention, as
before, is to identify the effects of the ERL pglion the country’s economic
performance. Since its introduction in the earh8d9 the ERL policy was
continually adjusted and developed—both in scope application. For this
reason, a ‘before and after’ method of comparisay mot be of much use.
However, the time and the planning frameworks witwhich the policy has
been carried out will allow us to adopt a pericaisessment approach.

One of the basic objectives of ERL type policydgeform the productive
base of the economy in line with the country’s naltypotentials. The main
aims within this framework, as implied in Morocc®E®RL experience, are the
following:

First, to create an environment that is conduagiveeform and change.

Second, to remove the biases and the distorticatsatte associated with
previous policy regimes, such as anti-agriculturé anti-export biases.

Third, to capitalise on Morocco’s natural potentiahd to put the
Moroccan economy onto a sustainable growth path.
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To facilitate and enact the supply-side reforms goeernment had to
ensure the following basic steps:

a/ to introduce the legal and administrative framew that are needed
for the change to take place, and

b/ to abolish or limit the use of rules and prazsithat are related to old
systems and regimes, such as those in trade, eyemate and credit
control.

The clarity and openness of the new procedurestheg with a firm
commitment to the course of change, were considkegdelements for the
credibility of the whole programme. Moroccan goveamts have
demonstrated their keenness in the programme bptiadopolicies which
ensure such a setting. The next section examingsddo’'s production data
for evidence of policy- related change.

4.2. Aggregate Analysis: Morocco’s Production andie Productive Base

The production data is divided into the same foariqus. We calculated
average growth rates and ratios over the sameftanges as before. The four
periods, 80-84Q1), 84-88 (Q2), 88-92 (Q3), and 92-96 ©4) roughly coincide
with the phases of the reform programme. The diher frames, 1980-88 and
1988-96, as well as 1980-96, will stand the oveblepween these periods to
reflect the dynamic nature of the reform process.

Morocco’s real GDP has generally increased over shely period
(G.3.1). Its annual average growth rate over tthelg period was 3.18 per
cent. Morocco’s real per capita GDP has also bemugh a generally rising
trend (G.3.2.). It rose by an average growth rate bper cent per annum over
the study period. These rising trends, though uiadbin modest, should be
considered on the positive scale of Morocco’s ERigpamme.

That being said, we should note the significanfarare in growth rates
between various periods. For both variables regmdygt growth was highest
(4.4 and 2.5 per cent) durir@@?; and lowest inQ3 (1.79 and 0.02 each®@?2
happened to be the period of the programme wherecdne of the reforms
took place. We also observe that average growthhigdeer in the former half
of the reform programmeQ(-Q2) than in the later onéQ3-Q4) —3.6 in
1980-88 against 2.5 per cent in 1988-96— with thiedt period, 1988-92,
representing the worst record. In the last peri®@92196, GDP growth
recovered to record the second best level whitligiser than that in the initial
period (Table 5).
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Table 5: Aggregate Production Indicators
A B C

Analysis QUR3, Q2/RL ; Q3/R4 , Q4/R2 |Q1-Q2; Q3-Q4 |Q1-Q4
Growth rates (average % p.a.)| 80-8484-88, 88-92,92-9680-88 88-96 | 80-96
GDP at constant prices 2.031.38: 1.79: 2.62 3.56 2.45 | 3.1§
Real GDP per capita 0.102.46: 0.02: 1.03 1.41 0.58 | 1.04
Government GDP 7.783.96' 3.40' 2.32 6.53 3.18 | 5.1]
Market GDP 1.15 4.46) 148, 2.68 3.11, 2.31 2.87
Ratios (as percent of GDP) 1980 1984 1988 1992 1996
Government GDP share 11.86 15.6p 1529 16.54 16.29
Market GDP 88.14 84.40 84.71 83.46 83.71
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Despite the plans to reduce the government’s paation in the economic
activity, its GDP share remained high, 15 per aantaverage, and has risen
over the study period. The overall average shareafGDP generated in the
market place (market GDP) amounted to 85 per é@ntaverage, the growth
rate of market GDP was slower than that of govemn@&DP, except irfQ2.
These findings do not seem to conform with the gadnaims of the ERL

programme.

G.3: Morocco's real GDP and per capita GDP trend 1980-96.

G.3.1. Morocco's constant-price GDP growth trend

1980-1996
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4.3. Sectoral Analysis of Morocco’s Production
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In this section, we examine the structures of petidn and growth to look for
evidence of real shifts in the structure of prodwct For this purpose, we
adopt the data divisions used by Bank Al-Maghribchtdivides market GDP
into three main constitutent sectors, namely:

I. The Primary Sector (PS), consisting of agrigtgt forestry and fishing
which is also called the agricultural sector.

II. The Secondary Sector (SS) contains all othem-agricultural
production activities, namely the following sub-&gs: mining, energy
and water, manufacturing, construction and pulsbeks.

lll. The Services or Tertiary Sector (TS) includesansport and
communications (TC), commerce and other seryisash as tourism
and banking and other financial services.

The PS is the sector that is mostly nature-dependad thus more
stochastic. Its responses to policy changes arediyp more sluggish than
those of other sectors. The other sectors (SS @)dafe less affected by
random factors and thus their responses to poli@nge should be more
immediate, particularly the TS. Thus, while SS d&Imay respond to short-
term policy adjustments, the agricultural sectorymaact to policy shocks
over longer time frames.

One expected outcome of an ERL policy is the tamsétion of the
structure of the subject economy. It is often pnesd that such change would
favour activities that could prevail without a pylistimulus over those which
could not prevail otherwise. Other widely reportegults are the efficiency
and productivity gains which are said to follow kwhange. In this section we
guestion the occurrence of these results in Morsaeform experience.

Table 6: Sectoral Distribution And Growth Of Market GDP

A B C
Analysis QL ! Q2 ! Q3 ! Q4 |QLQ2! Q3-Q4 |Ql-Q4
1. Growth rates 80-845 84-885 88-925 92-9580-885 88-96 | 80-94

(average % p.a.)

Primary sector -2.18 10.22 -5.28 9.07 4.27 1.83 3.22
Secondary sector 162 3.28 2.08 2119 272 2,87 .70
Tertiary sector 224 285  4.06 050 2.83 2.52 2.84
2. Ratios(as percer

of market GDP) 1980 1984 1988 1992 1996
Primary sector 18.43 14.92 19.54 13.67 18.54
Secondary sector 30.94 30.37 28.75 29.16) 28.5¢4
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Tertiary sector | 38.77| 39.16‘ 36.31 40.63| 36.61‘

Morocco’s real production sectoral trends, the etiagectoral distribution
of Morocco’s GDP growth, and the relative shares tloé three main
productive sectors--PS, SS, and TS--are showrbie & Morocco's’ real GDP
distribution and sectoral trends are depicted i6.15.Period average growth
levels are illustrated in G.5.2. Our usual stagingthodology A (4 growth
periods), B (2 growth periods) and C (one perisd)ded.

The relative weight of the three sectors--PS, 3, BS--to real market
GDP remained roughly the same. Their average sh@remarket GDP
amounted to 17, 29.6 and 38.3 per cent, respegtiveer the study period.

Growth in the three sectors has a general risimgction over the full
study period (see G.5.1.). PS recorded the highestage growth rate--3.22
per cent-- against 2.7 and 2.84 per cent for SS Hadeach (table 6.C).
However, by arranging the growth record accordimgrmaller time periods
such as in A or B (table 6), we note that PS gromsis also the most volatile
compared to the other two sectors. In SS and T&wythr though moderate,
was consistent and steady while that of PS fluetliatasually from year to
year. It was only there that growth was negativehsas duringQ1 andQ3 (-
2.18 and -5.28) (see also G.5.2.).

The stochastic influence was obvious over the Rfopeance. However,
that does not rule out any effect of reform polishich we will seek to
identify later.

That, along with the relative small share of PSe@al GDP, may explain
their relatively weaker correlation as with othectors (table 7).
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G.5.1. Morocco's Real GDP Sectoral growth trends
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Sectoral real per capita production followed simil@nds to that of real
GDP as expected (G.5.3). Here, though, we notiaé ttie peaks are milder
and the troughs steeper than in the real GDP--wihighies that output growth
is less than proportional to population growth IgaB). That is certainly
compromising some of the positive results of refodfnunchecked, this
population growth may render most of the ERL tesgetsustainable, but that
is another policy subject matter.
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Table 7: Correlation between market GDP and its constittent sectors
RGDP PS SS TS
RGDP 1
PS 0.79 1
SS 0.97 0.62 1
TS 0.97 0.59 0.98 1
Table 8: Growth of average per capita production by sectar
A B C
Average growt| 80-84 | 84-88 | 88-92 | 92-96 | 80-88 | 88-96 | 80-96
rate % p.a. Ql Qll Qlll QIV [ Q1-Q2 [ Q3-Q4| Q1-Q4
P< -4.04| 81&| -6.9z| 7.3¢| 21C| -0.05| 1.0¢
SS -0.31 1.37 0.3 0. 0.59 0.51| 0.58
TS 0.30 0.95 2.26 -1.0b 0.69 0.66| 0.71
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We may sum up the results of Morocco’s ERL prograwith regard to
production as follows:

1. Morocco’s output base has been sufficiently idiifeed. It has not depended
on primary production, as is typical of many refargn countries. Services
contribute the highest share to the country’'s GDRodved by industry.

However, our analysis of Morocco’s sectoral compasi found no clear
evidence of a major structural transformation tgkitace there. The public-
private mix, as well as the relative weight of teee main sectors in the
Moroccan economy, remained more or less the same.adknowledge,
however, that, at this level of aggregation, swegults can only be tentative.

2. There is enough evidence in Morocco’s productoswth record pointing
to the reality that the country has been on a saie growth path. The
stabilisation objective of the reforms has lardsdgn secured.

5. ERL AND PERFORMANCE: ANALYSIS OF INCOME AND
DEMAND®

Income and domestic demand reform objectives haen bmplicit in most
aspects of the country’s ERL programme. Throughatiedysis of income, and
the study of the performance of the income demdathents, we have an
insight into the effect of the ERL on income andnded. Fiscal and monetary
policies as well as external sector policy meashea® been used to influence
income and demand. This section examines the atialisof these targets by
analysing income and demand variables. Following wsual method, we
calculated growth rates and significance ratios imfome and demand
variables. All calculations are carried on constaite values (table 9).

Real GDNI rose steadily during 1980-96 with an airaverage growth
rate of 3.23 per cent. The former part of the progne, 1980-88, saw higher
rates of income increases (3.59) than the latter, £888-96, (2.51). Within
that former part, the section 1984-88 recordedhigbest average annual rise
in income (4.4 per cent), which is consistent vatit GDP analysis. Both log-
linear and polynomial fit trends in G.6.1 give & f@escription of the shape of
the rise.

3 The NEER--expressed on base 1990=100--represents the faiiv index of the
period average exchange rate of the MD to a weighted georae¢rage of exchange
rates for the currencies of selected countries. The RERHEER index adjusted for
relative movements in national price or cost indicatordhef home country and
selected countries.
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G.6.1. Real Gross National Disposable Income 80-96
©
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Per capita GNDI trend was closely similar to thatper capita GDP.
Except for brief slumps in 1981, 1993 and 1995, papita income has
generally risen during the ERL period. Its annuawgh level averaged 1.1
per cent overall, with higher rates earlier (198)-8an later (1988-96). As
expected, the highest single period average peitacgpowth rates was
recorded during 1984-88 (2.5 per cent).
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The percentage GDP shares of most of the demariabies remained
more or less constant over the study period. Thisotably true for the share
of national consumption which remained around 85gamt of GDP. Public
expenditure shares of GDP have declined steadiilys tonfirming our prior



Economic Reforms and Liberalisation and Economic P&idace 169

remark regarding the intention of the reform’s ppliThe shares of gross
national savings (GNS), investment (I) to GDP hamehibited notable

fluctuations. Throughout the 80s, and except foBA 9GNS rose steadily
exceeding 20 per cent in 1985 to reach a maximurdsoper cent in 1990.
During the nineties, GNS fell sharply to its eadighties’ average. Yet,
despite this relatively high level of savings, Moro could not sustain the
high levels of investment it had until 1985. Intfefor a brief period between
1986 and 1988, the investment level fell below lthesl of saving. This was
due to the large cuts made in the investment butipebeet the country’s
rising debt burden.

The FC trend, as expected, has followed exactlgniralmost one-to-one
correlation, the income trend (G.6.1). On aver&getakes over 80 per cent of
GNDI. Over the study period, FC grew by 3.11 pert@nnually. However, in
contrast to income FC increases were higher durBgg-96, (3.17 per cent)
than during 1980-88 (2.71 per cent). This may hsewme significance as it
appears to erode saving levels.

G.6.3. Trends of the GNDIF Components
140000
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Notes:
* GNDI = Final Consumption (FC) + Gross national Saving (GNS).

Raising the domestic savings rate was a vital taslng the early part of
the ERL programme so as to compensate for the dingnshortfalls we
discussed earlier. GNS trend was not as relatetlaioof GNDI as FC. The
growth record of GNS shows that fulfilment of titégget has been timely, but
was only partial. An average growth rate of 7.3 gamt was achieved during
the period 1980-88 when it was mostly needed. Hewdhis was still below a
planned target of 12 per cent. Moreover, even linal could be sustained
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beyond 1990 when it began to decline. Accordinglysing 1988-96, average
GNS growth was negative (-0.01). The GNS trend tafeects that in a gentle
fall (G.6.1.).

Unlike other variables, investment growth was hgih@uring the latter
rather than the former years of the study. Ovenallestments increased by a
yearly average of 2.2 per cent. The correlationwbeh investment and
national savings was rather weak earlier on buvgteonger with the passage
of time. This is a reflection of the fact that tlwuntry had become
increasingly dependent on national sources to €eaits investment as
external resources became scarcer. Except for @ pbdod, between mid-
1986 to mid-1988, real investment exceeded natisaaihgs. In line with the
trend of the other income variables, Morocco’s ieaéstment trend showed a
general rise until 1990, and faltered since.

From this analysis, we have observed the following:

1. Morocco’s real gross national disposable incdras generally increased
over the study period, and so too has per capttarre disposable income.
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2. Real domestic income demand may have been scmberestrained,
particularly during the latter stages of the progmee, which is one of the
aims of the ERL policy.
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In this section we dealt solely with the domestaesof income demand.
We will deal with the external side of demand when examine the external

sector.
Income and demand 1980-96
Table 9: Average growth rates (%) p.a.
A B C
Ql Q2 Q3 Q4 [Q1-Q2|Q3-Q4] Q1-Q4
80-84| 84-88| 88-92| 92-96|| 80-88| 88-96| 80-96
GNDI* 2.06| 4.39| 2.28| 2.23|| 3.59| 251 3.23
Per-capita Income 0.13 2.47| 0.51| 0.65| 1.43| 0.64| 1.10
FC 1.87| 3.00( 2.74| 2.95| 2.71| 3.17| 3.11
GNS 3.01)10.12| 0.64| -0.66| 7.26| -0.01( 3.77
Investment 2.93| 0.57| 3.84| 0.17| 1.94| 2.21| 2.20
Single correlation between GNDI and demand variables
GNDI FC GNS I nvestment
GNDI 1
FC 0.99 1
GNS 0.88 0.81 1
Investment 0.85 0.88 0.79 1
As ratios of GDNI (in per cent)
1980 1984 1988 1997 1996
FC 83.3 82.5 772 79.0 81.8
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GNS 16.7 175 22.8 21.1 18.3
Investment 23.7 24.7 20.5 22.1 20.0
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6. ERL AND THE PERFORMANCE OF MOROCCO’S EXTERNAL
SECTOR

6.1. The Evolution of Morocco’s Foreign Trade

Adjusting and enhancing the role of the externat@ehave been among the
main goals of Morocco’s ERL programme. At a moredcific level, the ERL
aimed to increase Morocco’s exports and to addtedsalance of payments
problems. Revitalising the role played by the enxaésector in the economy as
a whole was also one of the items of Morocco’s Bgkenda. “The programme
launched by Morocco in late 1983 was expected twemse the share of
foreign trade in overall economic activity.” (Worl@ank, 1988(1):36).
According to this report, as a result of the referimgher rates of growth have
been reported—both at the industry and firm levetsthe Export-Oriented
Industries (EQI). It was claimed that by removihg tncentive bias inherent in
the previous ISI system—which is commonly heavilsotpcted—nhigher
growth has occurred in the more labour-intensivecgs. The WB welcomed
that as positive progress on efficiency and distrdn grounds. The report
believes the developments rely on Morocco’s natpaéntial and thus is in
line with its comparative advantage. In this settiwe will examine the
performance of Morocco’s trade over the study mkri@e will also examine
whether the World Bank’s assertion regarding tharxz and the structure of
trade has been sustained.

Table 10: Performance of Morocco’s External Trade
Average growth rates (%) p.a.
A B C

Ql | Q2 Q3 Q4 [Q1-Q2| Q3-04 | Q1-Q4
80-84) 84-88| 88-92| 92-96 | 80-89 88-96 | 80-96
TTV 8.10( -0.33| 2.86 | 0.16| 4.23] 1.67| 3.11
Exports (VX) 7.64| 353 | -1.32| 0.96| 6.20 -0.21 3.1
Imports (VM) 8.36| -2.77| 5.64 [ -0.28| 2.94] 294 3.1]
Trade deficitTD) | 9.30[-14.06 20.30| -1.81 || -3.42] 9.70 | 3.11
Trade as ratios of GDP and Market GDP (%)

NJ

1980 1984 1988 1992 1996
TTVIGDP 35.7 47.6 37.8 39.8 35.3
TTV/M-GDP 40.5 56.4 45.8 a47.7 42.2
Trade components as ratios of GDP (%)
Exports (VX) 13.02 17.01 16.33 15.38 12.84
Imports (VM) 22.67 30.62 21.47 24.64 22.41
Trade Deficit(TD) -9.65 -13.61 -5.15 -9.26 -9.52

Notes:
All values in real value terms (in constant 1980 pjices
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TTV = Total Trade Value (Value of exports + Value of import
M-GDP = Market GDP or Non Government GDP.
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Morocco’s real total external trade value (TTV),donstant value terms,
has notably risen over the study period. Over #mgog, trade value rose by an
average of 3.12 annually, but this hides a largéamae. For instance, under
mode A (table 10), annual average total trade dramds negative durin@?2,
and very small durin@4, but was high iQ1l and moderate i@3. Using the
split mode B, average trade growth was positiviedth periods, but was about
2.5 times as much in the former than in the latterelative terms trade has
declined slightly overall, as its ratios relativereal GDP and to real market
(non-government) GDP dropped (G.7.1). Two invertegatterns appear in
G.7.2, the first during1-Q2 and the second coverig3 andQ4. The former
pattern was higher than the latter, which upholgisearlier observation about
a better performance during the early years oféfi@m programme.
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G.7.2. Morocco's Trade Ratios to GDP and MarkeGDP

(% of constant value variables)
55 ~

60

2 _
50 | R® =0.4385

45 1

40 *

35

Rrelative Values (In percent)

3o|
80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 |96

—X—TTV/ GDP — 88— TTV/IMGDP
Poly. (TTV/IMGDP! Poly. (TTV/ GDP

G.8.1. Morocco's real trade performance 1980-96
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In Morocco, the real values of imports (VM) werefarmly above their
respective values of exports (VX). The real valoksxports and imports have
both risen by an annual average of 3.1 per cent thaestudy period, and so
has the trade deficit. Yet the details of this rigere noticeably different
among the trade variables (G.8.1. and G.8.2.).



176 Journal of Economic Cooperation Among Islamic Countries

G.8.2. Trade Trend in Morocco 1980-96
S
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On the one hand, exports growth was higheQ1in(7.6 per cent), then in
Q2 (3.5 per cent). It was negative @8 (-1.3 per cent) and barely positive in
Q4 (1.0).Thus, exports grew by a yearly average dfp@r cent inQ1-Q2 but
that growth subsided by 0.21 per cent per yeamdu@3-Q4. On the other
hand, imports average annual growth was again kigheQl (8.4 per cent)
but was lowest i1Q2 (-2.8 per cent). Durin@3, imports grew again recording
(5.64 per cent) which was second af@t. In Q4 imports growth subsided
again recording a slide of 0.3 per cent annuallycakdingly, on average, the
growth of imports was the same duri@@-Q2 andQ3-Q4 (2.94 per cent) (see
G.8.1.).

Morocco’s trade deficit rodeoverall during the study period. The trade
balance curve may be split into two main distinetparts separated by the
year 1988. The two sections differ markedly frone amother so that the
contrast between them may be held as a break isttheture of trade. The
main feature of the first segmer@®1-Q2, is its roughly V-shaped patterns,
where periods of acceleration in the deficit ardofeed by periods of
deceleration. In the second segmép8-Q4, the deficit gradually rises in a
series of steps separated by short stationary pad$ris, the trade deficit
worsened durin@l increasing annually by 9.3 per cent but over-campé&ed

* RGDP: Real Gross Domestic Product. NGDP: NominalPGIEDNI: Gross Disposable
National Income. NC: National Consumption. S+M+@viBg+Investment+Government. GG:
General Government Expenditure. GNS: Gross Nati®aaing. Invst. or Invest: Investment.
VM(cif): Value of Imports (Cost, Insurance and Fgtei). GFCF: Gross Fixed Capital
Formation. NFY: Net Foreign Income (includes bottreéign Capital and Direct Foreign
Investment)NCT: Net Capital Transfers.
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for that duringQ3 recovering by 14.1 per cent each year. The tradeid
increased substantially duri@@B recording the highest annual average rise of
20.3 per cent. Durin@4, the deficit recovered slightly (1.8 per cent)i that
could not compensate for the earlier drop. ThusleaMorocco’s trade deficit
improved duringQ1-Q2 (3.4 per cent), it declined (9.7 per cent) du@g;Q4
(G.8.1).

In relation to GDP, there was sizeable variancéhénannual ratio of total
trade, ranging from 35 to 48 per cent. Overall bigtatios and variance are
observed durin@1-Q2. Accordingly, the relative weight of external teadas
gradually diminished, more so in the latter sectioan in the former, which
gives the log-linear trend its gradually slopingsé (G.7.1.)

From the results above, the evidence suggestshthatfect of ERL policy
on trade, if any, was more pronounced during thkeedhan in the later years.
Nevertheless, the patterns of effect during the pwoods were both cyclical
and, in that sense, similar.

6.2. ERL Policy and the Balance of Payments

One of the main aims of Morocco’'s ERL policy hasibeto reform the
country’s balance of payments and to address thi@lgms relating to it.

With the exception of 1987 and 1988 Morocco has daegative current
account balance. We find that the country’s curraotount position was
relatively better in the latter hal3-Q4, than in the former half of the study
period,Q1-Q2. The Current Account Deficit (CAD) improved notglaluring
Q2 andQa3. This is clear in the CAD position relative to GD#hich has also
improved declining from 7.5 per cent of GDP in 198QL..8 per cent in 1996.
Thus, although Morocco’s current account remainedtip negative over the
study period, it has shown some measure of impremsnboth in relative and
absolute terms. However, it is the middle periodhaf programme (1986-92)
that had seen the best performance. This may e#btb the conclusion that
CAD has been deteriorating since 1990, except9861G.9.1)

The position of Morocco’s balance of payments (BO&sgoyed robust
progress during the study period. Morocco’s BOPs wadeficit during the
early years 1980-83. In fact, Morocco’'s BOPs exgpered a chronic deficit
since 1975 IFS, November 1998). Rectifying this problem was orfiethe
main motives behind the reforms. A quick glancehat real performance of
Morocco’s BOPs in G.9.2. allows us to see thatdibficit problem has indeed
been addressed. Since 1984, and up to 1996, Momascable to sustain a
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surplus BOPs, except for a slip in 1995. In faabe ccan argue against
maintaining such a high BOPs surplus as that aedidy Morocco in 1990,
and which amounted to 6.4 per cent of that yeabP$G

Table 11: Morocco’s Current Account And Balance Of Paymets Performance
1980-96
Average growth rates % p.a.
A B C
Q2 Q3 Q4 [|Q1-Q2 | Q3-Q4 ] Q1-Q4
80-84 84-88 88-92 92-9¢ 80-83 88-96 80-P6
CAD ___]._2 8__|.: 799 | 861 | 5.8 -89y 100 52
BOPs -130.2 16.0 23.7 -20 -12§.7 -.8 -11p.4
Ratios (as percent of GDP)
1980 1984 1988 1990 1992 199¢
CAB/GDP | _ _-75 | _ __ 08 | . 21 | .08 | ___ A5 . 1.8
BOPs/GDP -0.2 0.5 0.9 6.4 2.4 0.7
Notes:
CAD: Current Account Deficit.
BOP: Balance of Payments.
4000 G.9.1. Morocco's Current Account Position 1980-96
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(G.9.2. Morocco's Balance of Payments Performance
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7. CONCLUDING REMARKS

In Morocco, an ERL policy package was introducedathieve a set of
numerous objectives. The objectives were mosthblero-driven but some
were also rooted in the liberal philosophy of refer Some of the policy aims
are of a short-term nature while others are morateiic. In line with the
objectives stated at the beginning of this paper,may state the following
conclusions:
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7.1. On ERL Policy and Adjustment

The policies managed to fulfil their initial aim$ oorrecting the country’s
domestic and external imbalances. In this respect:

First, on the domestic side:

7.1.1. Morocco’s acute budget deficit problem has beddressed through
reductions of public expenditure in general. Expeemd on social services and
public investments have suffered the most cuts.oditan governments, with
some support of international bodies, have maiethia tight policy which
succeeded in resisting expansionary pressure andiry down budgetary
deficits. These tight policies were gradually reldxn the latter stages of the
programme. Ironically, the start of this policy oga coincided with the
expiration of the last IMF standby agreement.

7.1.2. As contractionary policies suppressed the experaiside of the
budget, revenues increased. This was the case@dspiloss of revenue as a
result of the lowering of tariffs. Thus, the useprtident financial and debt
management policies have managed to alleviatedheestic imbalance of the
economy.

Second, on the external side:

7.1.3. The chronic deficit problem in the country’s balarof payments in the
late 70s and early 80s has been successfully amdteSince 1984, and up to
1996, Morocco was able to sustain a surplus BORgpe for a slip in 1995.

7.1.4. For Morocco, external financing had become vemited, and the
country had to dig deep into its already fully stheed domestic sources to
meet its budgetary and investment financing requérgs. This had put extra
strain on the country’s domestic balance.

7.2. On Supply and the Structure of Production

7.2.1. Our analysis of Morocco’s production and sectocamposition

provides no clear evidence of a major structueagformation taking place in
Morocco. The public-private mix as well as the tieka weight of the three
main sectors in the Moroccan economy remained ropfess the same. Yet,
the policy seems to have laid the foundation foange in the Moroccan
economy. The country’s output base is sufficiedilyersified and is not solely
dependent on primary production. However, we havacknowledge that, at
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this level of aggregation, such results can onlyemative, and should be read
as such.

7.2.2. Morocco’s production growth record, during theudst period, is
pointing to the reality that the country has bearacsustainable growth path.
The economy is more open and more integrated ihéo vorld market.
Accordingly, the stabilisation objectives of theforens have largely been
secured.

7.2.3. The policy has reduced the direct control of tkegesover economic
activity. However, it has not yet fully realisedettstrategic objective of
limiting the state only to a facilitator role. Thdoroccan government kept
control over what it refers to as the ‘strategictses’ of the Moroccan
economy.

7.2.4. Notable progress has been made to adapt the Maoroeconomy to
global changes. There are some preliminary sigiisating that Morocco may
be going through a structural transition.

7.25. The ERL policies produced reasonable growth ratedhe three
productive sectors of the economy. Our exploratonfirmed that tradable
sectors grew faster than non-tradable ones.

7.3. On ERL Policy and Demand

7.3.1. The ERL policy appears to have had a mixed impagarding the
control of aggregate demand. It could not arrestpitessure of all the demand
component. However, on the limited occasions whelidi succeed, it appears
to have done so on a background of lower econoantieity.

7.3.2. Real disposable income has steadily increasedhgluhie programme
years. However, more in that respect was achieveithgl the earlier than in
the later years of the ERL programme. Per capitante too has generally
increased over the programme years. However, 8lif993 and 1995 appear
to have slightly altered this trend.

7.3.3. Overall domestic demand has increased, but vagougponents have
performed differently, both in the timing and iretmagnitude of change. Final
consumption did not show a notable response tgdiiey as it continued to
increase, in almost full correlation, with incresse income. National saving
behaved more independently of income, which may lsmmething to do with
the ERL policy. National savings rose more rapidlyhe earlier years to make
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up for the shortfalls in foreign financing. Afte®90, national savings declined
with the pick-up of external financing.

7.3.4. The policies seem to have had negative impacthemerformance of
net financing. It may have also been responsibi¢hf® shaky investment trend
experienced particularly in the earlier parts & pmogramme.
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7.3.5. Morocco’s overall real external trade value hatbly risen over the
study period. The real values of exports and ingoave both risen and so has
the trade deficit. In Morocco, real values of imggawnere uniformly above the
respective exports values.

7.3.6. The effect of ERL policy on trade was more prorzaeh during the
earlier part of the programme years than in therlgears. Nevertheless, the
patterns of effect during the two periods were boytlical, and in that sense,
similar.

Overall, we noticed that the effect of the reformas stronger the in
earlier years of the programme but tended to fadéhé later years. This
observation leads us to the following general aasioh. For the gains of
reforms to be sustained, their spirit has to sthyeaNew avenues and
dimensions to be explored and old ones to be caaaltin monitored and
reviewed. Reforms, like all courses of change, dyeamic regenerative
processes, they need to be adhered to for thegfibeto continue.
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APPENDIX TABLE 1
COMPREHENSIVE DATA SHEET OF THE MOROCCAN ECONOMY 19 80-1996

Indicators | 1980 | 1981] 1982 | 1983] 1984 198% 1986 1987 1988 1989 1690 199392 | 1993] 1994] 1995 199¢

In billions of Moro ccan dirhams (MDs

1.a. Constant-price variables, 1980 prices

GDP at constant pric 74.0¢ | 72.04| 78.97 | 78.52181.94| 87.12 | 94.47 ] 91.94 [101.5:{104.0{108.07/115.5¢[{110.92/109.8({121.17(112.27126.2%
Agricultural GDF 13.65 [ 9.7F [ 13.15 | 11.7€[12.25]14.4¢ 119.8C | 15.11]19.8¢| 20.8C | 19.7¢ | 24.0% | 15.1¢€¢ | 14.4¢€ | 23.32 | 13.0¢| 23.4(
Secondary sector (2ND 22.92 1 23.52| 24.1¢ | 24.5( | 24.84| 26.2¢ | 26.5% | 26.9€¢ [ 29.1¢ | 28.8% | 31.41 | 31.6( | 32.3¢ | 32.0z | 33.3( | 34.4¢| 36.0¢
Tertiary sector (3T¢ 28.7¢ 128.91] 30.9C [ 30.271] 32.0¢ | 33.0€ | 33.9¢ | 3482 | 36.9% | 38.0¢ | 40.32 | 42.11| 45.07 | 44.0¢ | 45.3¢ | 45.07| 46.21
General government (! 8.7€ 19.87 110.74112.02]|12.7¢| 13.3C | 14.15 | 15.05 | 15.52 | 16.3C | 16.57 | 17.82 | 18.3« | 19.2f | 19.1¢ [ 20.0¢| 20.57
Market GDF 65.3( | 62.17] 68.27 | 66.51| 69.1¢ | 73.82 | 80.3C [ 76.91| 86.0C [ 87.7< | 91.5C | 97.7¢ | 92.5¢ | 90.5¢ [101.9¢]| 92.65 | 105.6¢
1.b. Current-market price variables

GDP at current prict 74.0¢ | 79.02] 92.9( | 99.14(112.35]129.5:[154.7:[156.6¢|182.2:[193.97| 212.8¢|242.3¢|242.97|249.2:]|279.32]|281.2:320.9:
Net foreign income (NF 162 [ 1.2z 089 [ 1.77 | 2.64 | 2.5€¢ | 7.6C | 8.04£ | 4.3¢ [ 352 | 5.87 | 9.27 | 11.94| 9.0€ | 10.12 | 8.05 | 9.41
G.N. disposable incor 75.72 180.2¢| 93.7€ [100.97/114.9¢)132.07/162.371164.7:/186.6:1197.4¢| 218.7:|251.65[ 254.8% | 258.2¢| 288.4+|289.2¢ 330.3:
Final consumption F 63.0¢ | 68.77| 78.4¢ | 83.1€ 1 94.9(1104.9¢/128.4¢1129.7:{144.07{157.62{170.4:1199.3¢[ 201.2({ 206.17(236.47(241.7% 270.0¢
Gs national savings Gt 12.6% [11.4¢| 15.3( | 17.74] 20.0¢ | 27.07 | 33.8% | 35.02 | 42.5¢ | 39.8t | 52.8¢ | 52.2F | 53.6¢ | 52.11| 52.97 | 47.51| 60.27
Investment (I 17.92 [20.64] 26.22 | 23.7¢ 1 28.41] 35.12 | 35.17 | 33.0¢ | 38.2¢ | 45.9¢ | 53.7% | 54.82 | 56.37 | 55.9¢ | 59.62 | 60.5( | 66.0(
Fixed capital formation GFC | 16.4€ [ 20.51[ 25.3¢ | 24.2% | 25.9% | 29.97 | 32.9¢ | 31.62 | 37.2¢| 44.17 | 51.0¢ | 53.8¢ | 54.3¢ | 56.7Zz | 57.9( | 62.9(| 64.7¢
Net capital transfers NKT 0.17 0.118 0.23 0.7 0/2p.22| 0.20| 0.13] 023 024 024 021 0.1 0f20 -Q.@BO5|-0.04
Nationals transfers-in 0.0( 5.48 5770 6.50 7]|70808| 12.80( 13.3010.70| 11.30| 16.54| 17.38318.50| 18.20, 16.80 16.30
Imports C.I.LF.(VM) 16.79] 22.4p525.99| 25.59 34.40| 38.68| 34.61] 35.2739.13| 46.59| 57.02| 59.7262.81| 61.91] 65.9¢ 72.8771.91
Exports F.0.B. (VX) 9.65| 12.0012.44| 14.721 19.11| 21.74| 22.10 23.3929.75| 28.27| 34.86| 37.2833.96| 34.37| 36.5% 40.4441.35

APPENDIX TABLE 1 (cont'd)
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Trade balance -7.1% -10.493.55(-10.87|-15.29| -16.94| -12.50|-11.88| -9.38 | -18.39 -22.17|-22.44| -28.85| -27.54| -29.42(-32.63 -30.57
Indicators 198C | 1981 1982 | 198 | 1984 | 198¢ | 198€ | 1987 | 198€ | 198¢ | 199C | 1991 | 1992 [ 199% | 1994 | 199¢ [ 1996¢
Current account positit -5.58¢ -11.44) -6.41 | -8.7€ | -8.641(-1.962| 1.371 | 3.75¢ | -6.841| -1.721| -3.64 | -3.74¢ | -4.877| -6.652 |-12.9¢| -5.7¢€
Balance of payments positi | -0.113 0.€ 1.1€ | 0.742 [ 1.502 | 1.657] 0.03¢ [13.52¢ 6.80¢ | 5.831 [ 2.642 | 3.32¢ |-7.367| 2.1¢
Total revenu 0.0C |17.97] 20.4¢€ | 21.0¢| 23.4% | 26.7% | 29.1¢ | 32.7¢ | 41.62 | 44.0¢ | 50.9¢€ | 55.5¢ | 63.6¢ | 68.3Z | 69.62 | 67.4€| 75.0¢
Total expenditur 0.0C | 29.9¢] 34.31|29.12 | 30.6% | 37.3¢ | 41.0% | 39.4¢ | 47.5¢ | 54.2¢ | 58.5( | 62.4¢ | 68.3C | 74.3% | 78.47 | 82.2¢| 84.7¢
Budget defici 0.0C |-12.0]-13.8%| -8.0% | -7.1€ [-10.6(] -11.92( -6.7E | -5.9€ | -10.2C| -7.5¢ | -6.9Z | -4.64 | -6.0z | -8.8€ |-14.8(] -9.6%
Living cost index (base 19€ | 51.8( | 58.3(| 64.4C | 68.3C | 76.9C | 82.8C | 90.1( | 97.6( | 98.0( | 100.0(] 107.0(]115.6(| 122.2(]128.5(]135.1(|143.4(| 147.7(
Food inde: 55.0C [ 63.0(] 71.2C | 74.6C | 85.7( ] 90.8C | 99.2( | 94.8( | 97.0( |100.0(| 108.0(|118.2(] 125.3(]{ 133.2(] 142.5({153.9(] 155.0(
Price subsidie 24C | 2.1C) 2.0C | 1.65 | 2.1€ | 2.6¢ | 1.5¢ | 0.6¢ | 1.2€ | 1.7C | 0.0C | 1.1¢ | 1.5€ [ 1.92 | 3.2C | 2.75 | 4.2¢€

Total money supplyat year end)] 30.83| 35.60 39.25| 46.14 50.48| 59.42| 68.85 75.5586.66| 96.85| 114.81134.10 146.51] 158.15/174.24/186.54 198.78

Notes:

Changes, balances and ratios are calculated dyattie of the amounts in billions of dirhams.
p: Preliminary figures.

Source: Bank Al-Maghrib Reports, 1980 - 1996.
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APPENDIX TABLE 2
ALL REAL VARIABLES DATA SHEET OF THE MOROCCAN ECONO MY 1980-1996°
(At 1980 constant prices)
In billions of Moroccan dirhams (MD)
Indicators 1980| 1981| 1982| 1983| 1984 | 1985 1986 1987| 1988 [ 1989 1990 1991 1992 1993 1994 1995 PJ96
GDP at constant prices 74.09| 72.04( 78.97| 78.53| 81.94( 87.12( 94.47| 91.94| 101.53| 104.03( 108.07| 115.58| 110.92( 109.80| 121.17| 112.23| 126.23
Agricultural (Ag) GDP 13.65| 9.75| 13.15 11.79]| 12.23| 14.48| 19.80( 15.11| 19.89 | 20.80| 19.7q§ 24.0p 15.16 1446 23(33 13.09 4028.
Secondary sector (2NDS) | 22.92| 23.52| 24.18| 24.50| 24.84| 26.28| 26.53| 26.96| 29.19| 28.85| 31.41 31.6p 3235 32.p2 33|30 34.49 0536.
Tertiary sector (3TS) 28.73]| 28.91( 30.90| 30.21| 32.09( 33.06( 33.98| 34.82| 36.93 | 38.08[ 40.33 42.11 45.07 44.08 45|36 44.07 2146.
Government 8.79| 9.87| 10.7412.02| 12.78| 13.30| 14.17| 15.03| 15.52 | 16.30| 16.54 17.82 18.34 19.p5 19|18 2Q.09 5720.
Market GDP 65.30| 62.17( 68.23| 66.51| 69.16( 73.82( 80.30| 76.91| 86.00 | 87.73| 91.5Q0 97.7¢ 92588 90.p5 101.92.65| 105.64
G.N. Disposable income |75.72| 73.16| 79.73| 79.94| 83.86| 88.84| 99.12| 96.66| 103.97| 105.92( 111.05| 120.00| 116.37| 113.79| 125.12( 115.44| 129.93
Net Foreign income 1.63| 1.12( 0.75 1.40 198 172 4.64 4)2 2.44 1/89.98 4 4.42 5.45 3.99 4.39 3.21 3.70
Final consumption 63.09| 62.69( 66.72| 65.88| 69.21| 70.63( 78.45| 76.11| 80.24 | 84.55[ 86.53 95.08 91.47 90.83 102.%45.48 | 106.27
Gross national savings 12.63|10.48| 13.00| 14.05| 14.65| 18.21| 20.67| 20.55| 23.73 | 21.38| 26.85 2492 2430 226 22(98 14.96 7128.
Investment 17.93|18.81| 22.29| 18.84| 20.72| 23.63| 21.48( 19.39| 21.32 | 24.64| 27.28§ 26.1p 25.14 24.66 25(86 24.15 9625.
Fixed capital formation 16.48(18.70| 21.57| 19.19| 18.93| 20.13| 20.14( 18.56| 20.74 | 23.70| 25.94 25.6p 24.2 24.p9 25(12 25.10 4725.
Net capital transfers 0.17 | 0.16| 0.20, 0.13 0.16 0.15 0.12 0.¢p8 0.n3 0[13.124d 0.10 0.09 0.09 -0.01 -0.0p -0.92
Nationals in-transfers 0.00 | 5.00f 4.85 5.13 562 592 7.82 7.0 5.6 6/06.40 9 8.26 8.45 8.02 7.29 6.51 0.0p
APPENDIX TABLE 2 (cont'd)
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Indicators 1980|1981(1982| 1983| 1984 | 1985| 1986| 1987| 1988 | 1989 1990 1991 1992 1993 1994 1995 £996
Imports C.I.F. (VM) 16.79| 20.47( 22.09| 20.27| 25.09| 26.02| 21.13| 20.70| 21.80 | 24.99| 28.9§ 2848 28.68 27.p7 28[61 29.08 208
Exports F.O.B. (VX) 9.65 10.94 10.58| 11.66| 13.94| 14.62| 13.50| 13.72| 16.58 | 15.17| 17.70 17.78 1541 1514 15[85 16.06 261p.
Balance of trade -7.15[-9.53|-11.52] -8.61 | -11.1§-11.39 -7.63| -6.97| -5.23] 9.8 -11.4510.70|-13.17|-12.13| -12.76[ -13.02| -12.02
Current account -5.59] 0.00 | -9.73[ -5.08| -6.41| -5.8] -1.20 0.8p 2.0p -3.47 -0p7 -1[741.71| -2.15| -2.89] -5.1§ -2.2¢
Balance of payments -0.12] 0.00| 0.00[ 0.00] 044 079 045 088 092 o0p2 6[87.259 2.66| 1.16] 1.44] -2.94 0.8
Total revenue 0.00 | 16.3d 17.41] 16.71] 17.12] 17.99| 17.80| 19.22| 23.19 | 23.65] 25.87 26.4p 29.7 30.J1 30[20 26.92 5328.
Total expenditure 0.00 | 27.39 29.17 23.07| 22.36| 25.12| 25.08| 23.17| 26.51 | 29.12] 29.7 29.7p 3109 32.f6 34/04 37.83 333p.
Budget deficit 0.00 | -10.94-11.76 -6.36 | -5.24] -7.19d -7.28 -3.96 3.3 -547 -3.83 3e3] -2.12| -2.65| -3.84 -59]1 -3.8p
Cost of living index (1989)| 51.80| 53.14| 54.75| 54.10| 56.09| 55.70| 55.01| 57.27| 54.60 | 53.64| 54.33 55.1 55.40 56.p1 58/61 57.23 1058.
Food index 55.00| 57.43| 60.53| 59.09| 62.50| 61.08| 60.57| 55.63| 54.04 | 53.64] 54.84 56.3f 57.42 58.58 61[82 61.42 976.
Price subsidies 240 192] 1700 129 157 181 094 o0B7 of1 ofp1.00q 057 | 072] 084 139 110 1.6
Total money supply (31/12)30.83| 32.45| 33.36| 36.55| 36.82| 39.97| 42.04| 44.33| 48.28| 51.96] 5829 63.95 66.90 69.67 75[59 74.44 1978.

Notes: a: All data are constant price data caledlaly deflating current price data by the impks®@P deflator.
p: Preliminary figures.

Source: Bank Al-Maghrib Reports, 1980 - 1996.
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APPENDIX TABLE 3

THE RELATIVE PERFORMANCE OF MOROCCO'S KEY VARIABLES *TO GDP (in percentages)
Indicators 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1994
Ag. GDP 184 135 16.7 150 149 166 21.0 164 619200 183 208 13.7 132 193 11.7 185
2NDS 309 326 306 312 303 302 281 293 28¥.7 291 273 292 292 275 307 286
3TS 388 401 391 385 392 379 36.0 379 364.63637.3 364 40.6 40.1 374 402 36.6
G 11.9 137 136 153 156 153 150 163 153 15163 154 165 175 158 17.9 14.3
Market GDP 88.1 86.3 86.4 847 844 847 850 83847 843 847 846 835 825 842 826 8B.7
GNDI 102.2 101.6 101.0 101.8 102.4 102.0 104.9 105.1 102.4 101.8 102.8 103.8 104.9 103.6 103.3 102.9 102.9
FC 851 87.0 845 839 845 811 830 828 79.038180.1 823 828 827 847 86.0 842
GNS 170 145 165 179 179 209 219 223 234520248 216 221 209 190 169 188
Investment 242 261 282 240 253 271 227 21201.0 23.7 252 226 232 225 213 215 206
NFI 2.2 1.6 1.0 1.8 2.4 2.0 4.9 51 2.4 1.8 2.8 3.8.9 3.6 3.6 2.9 2.9
GFCF 222 260 273 244 231 231 213 202 204282240 222 224 228 207 224 20.2
NCT 0.2 0.2 0.3 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.10.1 0.1 0.0 0.0 0.0
Imp (VM) 227 284 280 258 306 299 224 225 521240 268 246 259 248 236 259 24
Exp (VX) 13.0 152 134 149 170 168 143 149 316146 164 154 140 138 131 143 1PJ9
Trade balance 9.6 -13.2146 -11.0 -136 -13.1 -81 -76 -51 -94 -104-93 -119 -11.0 -105 -11.6 -9.5
Budget deficit 00 -15.2-149 81 64 -82 -77 -43 -33 -53 -35 -29 -1924 -32 -5.3 -3.0
Cost of living 699 738 693 689 684 639 58223 538 516 503 477 503 516 484 51.0 46.0
Food index 742 79.7 76.6 752 763 70.1 641 060382 516 50.7 488 516 534 510 547 483
Price subsidies 3.2 2.7 2.2 1.6 1.9 2.1 1.0 0.4 0.2.9 0.0 0.5 0.7 0.8 11 1.0 1B
Money supply 416 45.0 422 465 449 459 445 248476 499 539 553 603 635 624 663 Q1.9
CAB -75 00 -123 65 -78 -6.7 -13 09 21 35 -08 -15 -15 0-2.-24 -4.6 -1.8
B of P -0.2 0.0 0.0 0.0 0.5 0.9 0.5 1.0 09 0.024 6.28 2.4 1.1 1.2 -2.6 0.1

Notes: 2 Ratios of constant price values to constant pED®.
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APPENDIX TABLE 4
ANNUAL PERCENTAGE CHANGE OF THE KEY PERFORMANCE VAR IABLES IN MOROCCO 1980-96

Indicators 81/80 82/81 83/82 84/83 85/84 86/85 8¥/888/87 89/88 90/89 91/90 92/91 93/92 94/93 95/94/99
GDP -2.76 9.62 -0.56 4.34 6.32 8.44 -268 1042 7243.88 6.95 -403 -1.01 1036 -7.38 12.47
Ag. GDP -28.61 3495 -10.36 3.69 1845 36.73 -23.68.58 459 -499 21.70 -36.95 -4.66 6140 -43.9B.87
2NDS 2.58 2.82 1.34 1.39 5.78 0.94 1.64 8.26 -1.18.88 0.59 2.37 -1.02 4.00 3.58 4.5p
3TS 0.64 6.87 -2.22 6.21 3.04 2.77 2.47 6.07 3.11.905 4.44 7.02 -2.20 291 -0.62 2.5p
Government 1230 8.84 1196 6.29 4.05 6.56 6.08 26 3. 5.04 1.65 7.52 2.94 4.93 -0.33 4.72 2.88
Market GDP -4.79 9.74  -2.53 3.98 6.75 8.78 -4.23 821 2.00 4.30 6.85 -5.30 -219 1263 -9.16 14{04
GNDI -3.37 8.97 0.26 4.91 593 1157 -2.48 7.56 81.8 4.84 8.06 -3.02 -2.22 9.96 -7.74 1255
FC -0.63 6.44  -1.26 5.05 205 11.07 -2.98 5.42 5.372.33 9.90 -3.38  -1.13 1293 -595 10.10
GNS -17.07 2414 8.06 427 2429 1350 -059 154B91 2564 -7.22 -168 -6.29 0.09 -17.48 25/02
Invest. 492 1845 -1546 996 14.04 -9.10 -9.72 959. 1559 10.70 -4.16 -1.54 -4.20 4.88 -6.64 7.p1
NFI -31.09 -32.67 86.04 37.15 -10.66 169.821.59 -48.24 -22.57 5755 4845 2331 -26.76 9.906.72 15.20
GFCF 1347 1537 -11.02 -1.38 6.36 0.06 -7.86 11.74.23  9.40 -091 -3.36 0.66 0.52 -0.06 1.45
NCT -456 22.60 -32.31 19.16 -7.77 -1831 -37.879.18 135 -535 -1859 -5.17 -6.33 -115.285.42 -17.53
Imp (VM) 2189 794 825 2376 3.71 -18.78 -2.06 .34 14.64 1583 -1.63 0.70 -4.90 4.92 1.63 =274
Exp (VX) 1344 -3.34 1029 1950 4.93 -7.71 1.69 .720 -850 16.70 0.46 -12.79 -2.36 4.71 1.30 1.p7
Trade balance 33.29 2090 -25.27 2952 218 -32.9869 -25.02 88.05 1449 -492 2310 -7.89 5.18 52.0-7.68
Budget deficit na 7.44 -4593 -1758 36.05 2.08 .645 -16.20 64.96 -29.96 -13.79 -35.90 25.15 44.943.7% -35.73
Cost of living 2.59 3.02 -1.18 3.67 -069 -1.23 ®.1 -466 -1.75 1.27 1.48 1.22 1.45 3.52 -2.35 1p1
Food index 4.41 540 -2.37 5.78 -2.28 -0.84 -8.162.85 -0.74 2.22 2.80 1.50 2.56 5.34 -0.64 -0f74
Price subsidies| -20.17 -11.27 -23.97 2158 15.268.331 -60.38 91.85 27.88 na na 26.92 17.12 64.02 .9620 52.81
Money supply 5.25 2.83 9.55 0.74 8.55 5.18 545 189761 1220 9.71 4.61 4.15 8.48 -1.52 5.04
CAB na na -47.79 26.26 -9.33 -79.39 -167.160.12 -275.37 -76.19 98.66 -1.41 2554 34.30 78.38 -56|01
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[BOP na na na na 81.39 -42.92 9453 436 -97.73 (B2782.73 -17.97 -56.28 23.85 -303.7929.19




