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Morocco
In spite of the uncertainties raised by the Arab Spring, Morocco showed resilient growth in 2011, a trend
expected to continue in 2012 and 2013 thanks in particular to robust domestic demand and steady progress
in agricultural and non-agricultural production.

The authorities addressed the social demands o f their own Arab Spring movement with a series of
measures, most notably the development and adoption of a new constitution giving the prime minister
greater power and strengthening civil rights.

Young people face uncertain job prospects, especially young graduates, whose unemployment rate is
higher than the national average. Morocco has set up a range of measures to address this structural
problem, which requires, among other things, vigorous growth to stimulate job creation and a better match
between training and jobs.

Overview

The development model adopted these past ten years by Morocco, featuring openness, economic liberalisation
and the implementation of structural reforms, allowed the economy in 2011 to resist, in a difficult national and
international context. In Morocco the Arab Spring and its social and political claims resulted in the adoption of a
new constitution and triggered early legislative elections. Despite domestic tensions and a deteriorated
economic situation in Europe, which is the country’s main economic partner, Morocco’s real growth in 2011
stood at 4.6%. The effects on the national economy of the slowdown in external demand were offset by a good
agricultural season and vibrant domestic demand. The country’s growth rate is expected to confirm its vigour at
4.5% and 4.8% in 2012 and 2013 respectively.

This good economic performance notwithstanding, the country is still facing significant social challenges,
including persistent inequalities, major social disparities and a dysfunctional labour market, as manifested by a
high unemployment rate, especially among young graduates and women.

Morocco is confronting a structural unemployment problem among young urban graduates. Although 156 000
jobs have been created per year, the average economic growth rate of the past ten years has not been high
enough to absorb the arrival of new graduates on the job market. The government is therefore aiming for
stronger economic growth and pursuing proactive public policies to facilitate integrating the unemployed and to
stimulate entrepreneurship. Unemployed young people are finding it difficult to enter the job market, mainly
because, as a result of an inadequate educational system, the training on offer does not properly match the
needs of the job market. Moreover, it is hard for most young graduates to think of their future anywhere
outside the civil service. Against this background, the Moroccan authorities have undertaken an ambitious
reform of higher education aimed at better adapting the educational options on offer to the needs of the private
sector.

In the political realm, the protests of the 20 February movement led to a review of the constitution, which was
adopted by popular referendum on 1 July 2011 and strengthens the powers of the prime minister and of
parliament. On 25 November 2011 the moderate Islamist Justice and Development Party (PJD) prevailed in the
legislative elections by winning 107 of the 395 seats to be filled (61 more than in 2007). As stipulated in the
new constitution, the king appointed as prime minister the PJD leader, Abdelilah Benkirane, who officially
formed his government on 3 January 2012, a coalition comprising the PJD, the independence party Istiqlal, the
Mouvement Populaire and the Party of Progress and Socialism (PPS).
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Figure 1: Real GDP growth (Northern)

Figures for 2010 are estimates; for 2011 and later are projections.

Table 1: Macroeconomic Indicators

 2010 2011 2012 2013

Real GDP growth 3.7 4.6 4.5 4.8

Real GDP per capita growth 2.7 3.6 3.5 3.8

CPI inflation 1 0.9 1.6 1.8

Budget balance % GDP -4.6 -6.1 -5.6 -5

Current account % GDP -4.3 -6.5 -5.3 -4.1

Figures for 2010 are estimates; for 2011 and later are projections.
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Recent Developments & Prospects

Table 2: GDP by Sector (percentage of GDP)

 2006 2010

Agriculture, forestry, fishing & hunting - -

Agriculture, livestock, forestry and fisheries 16.9 15.4

of which agriculture 15.7 14.4

Mining and quarrying 2 4.3

of which oil 0.3 0.4

Manufacturing 15.9 15.3

Electricity, gas and water - -

Electricity, water and sewerage 2.8 2.8

Construction 6.4 6.8

Wholesale and retail trade, hotels and restaurants - -

of which hotels and restaurants - -

Transport, storage and communication - -

Transport and storage, information and communication 7 7.4

Finance, real estate and business services - -

Financial intermediation, real estate services, business and other service activities - -

General government services - -

Public administration & defence; social security, education, health & social work - -

Public administration, education, health - -

Public administration, education, health & other social & personal services 9.8 9.1

Other community, social & personal service activities - -

Other services 24.6 25.1

Gross domestic product at basic prices / factor cost 100 100

Wholesale and retail trade, hotels and restaurants 14.4 13.4

Figures for 2010 are estimates; for 2011 and later are projections.

In 2011 gross domestic product (GDP) growth reached 4.6%, supported by robust domestic demand and a good
performance in the non-agricultural sectors, construction-related industries and services in particular. This good
performance is expected to continue in 2012, with growth projected at 4.5%, fuelled by 5.2% growth in non-
agricultural GDP.

Growth in the agricultural sector benefited in 2011 from good climate conditions as well as from the first results
of the strategic actions implemented under the Plan Maroc Vert.[1] The added value in the agricultural sector
increased by 8.2% in 2011 and the 2010/11 agricultural season yielded 8.4 million tonnes in cereal production,
or 12% more than the previous season.
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Non-cereal agriculture was also helped by good rainfall. The ensuing greater availability of water at river dams,
coupled with an increase in acreage sown and the entry into production of new orchards, increased crop output
by nearly 7% at the end of 2011.

Fishing, another important component of the Moroccan primary sector, remains dominated by deep-sea catches,
which account for more than two-thirds of the total volume of landings. At the end of 2011 inshore and small-
scale fishing landings had decreased by nearly 20% as compared to 2010, mainly owing to a decline in pelagic
catches. On the other hand, the value of the landings increased by nearly 14% compared with the previous year
thanks to a rise in the average sales prices of species such as octopus, cuttlefish and squid. Fishing was hence
estimated to have grown by 1.5% in 2011 and is projected to grow by 9.5% in 2012 as the second phase of the
2011-14 Ibhar programme is implemented.[2]

Growth of the non-agricultural sector continued in 2011, to reach 4.3%. Growth of the secondary sector stood
at 4.6%, and of the tertiary sector at 4.2%. This upward trend is expected to be stronger in 2012 and reach
5.2%, with growth rates of the secondary and tertiary sectors at 5.4% and 5.1% respectively.

Phosphate-mining activities benefited in 2011 from a strong recovery in foreign demand from countries such as
Brazil, India and the United States. At the end of 2011, phosphate and derivatives exports had increased by
33.2% and 40.2% respectively yielding MAD 35.8 billion (Moroccan dirham) for derivatives and MAD 12.6 billion
for rock phosphate.

The country’s processing industries, which account for 16.5% of the total added value, benefited in 2011 from
the robust health of export-oriented activities, including in particular textiles and clothing, automobiles,
chemicals and parachemicals, and the engineering, metallurgy, electric and electronic industries. The added
value of manufacturing was thus estimated to have progressed by 3.4% in 2011 and is projected to rise by a
further 3.9% in 2012.

The textiles and clothing industry is one of the drivers of Moroccan industry, alone accounting for more than
40% of industrial jobs and generating close to MAD 30 billion in export income, which makes it fourth highest in
foreign earnings. After having suffered significantly from the effects of the 2008 and 2009 financial meltdowns,
textiles and clothing began to recover in 2010 and 2011. Export values for garments and hosiery items
increased by 1.4% and 6.2% respectively in 2011 compared with the previous year.

Otherwise, the performance of the automotive industry, which has been helped since February 2009 by a
proactive national strategy under the national pact for industrial emergence (Pacte nationale d'émergence
industrielle) has been very encouraging. This momentum should grow as production at the Renault factory in
Tangiers expands progressively in 2012. It is a major project which should initially produce 170 000 vehicles
starting in 2012 and 400 000 by 2014-15, 90% of which will be for export. The electronics industry has
confirmed its positive results of 2010 with exports of power lines and cables having risen by 9.8% in 2011.

Another key industry for the Moroccan economy, the food industry, accounts for 34% of added value in the
secondary sector and for 21% of industrial employment. Despite its major potential, however, this industry
functions poorly, owing in particular to a fragile and structurally weak production system, which imposes a
major constraint on its export potential. The industry is characterised by a low investment rate, a significant
technological lag and under-qualified human capital. The industry’s export performance in 2011 was therefore
mixed compared with the same period in the previous year; exports of tinned fish and preserved vegetables
declined by 14.4% and 2.0% respectively during this period.

Construction-related industries, for their part, grew by 4.6% in 2011 after registering in 2010 a slowdown in
activity. Growth in 2011 of these industries is mainly explained by a strong recovery in social housing, in line
with the 2010-20 stimulus package adopted in the 2010 budget, as well as by continued implementation of the
policy of major infrastructure projects (roads, motorways and airports). Cement sales and mortgage credits, for
instance, increased by 7.2% and 7.5% respectively in 2011 compared with the previous year.

Growth in the tertiary sector was 4.2% in 2011 and is expected to increase to 5.1% in 2012. Tourism seems to
be stagnating a little, however, compared with the previous year: there were 9.34 million visitors in 2011, or a
mere 1% increase, while overnight stays declined by 6%. This was due to the economic situation in Europe,
particularly in France and Spain.

Travel receipts generated by non-residents increased by 4% at the end of December 2011 to MAD 58.3 billion.
Post and telecommunications, which had suffered a slowdown in 2010, returned to growth in 2011 with a 5.7%
increase, which is expected to be a stronger 6.2% in 2012. Growth here is driven as much by land and mobile
telephony as by the Internet.

Domestic demand continued to be the main driver for growth in the national economy by contributing 4.9
points in real terms in 2011, thus offsetting the decline in external demand. The contribution to growth of
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household consumption, one of the main components of domestic demand with an average GDP share of nearly
60% for 1980-2010, increased to 3.4 points in 2011. Otherwise, the volume of gross fixed-capital formation
increased by 3.4% in 2011 and is expected to increase further by 4.5% in 2012 thanks to the robust health of
construction-related activities. Public investment continues to be a major catalyst for growth, with its total
doubling between 2007 and 2011.
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Macroeconomic Policy

Fiscal Policy
These past few years, Morocco has opted for an expansionary fiscal policy in a difficult economic context
affected by the international crisis. At the end of 2011 the budget deficit reached 6.1% of GDP versus 4.6% in
2010. It is expected to be brought down to 5.6% in 2012 and to 5.0% in 2013.

The 19.4% rise in recurrent expenditure in 2011 is explained by the cost of social agreements and the
ballooning expenses of the compensation fund (Caisse de compensation), a mechanism designed to keep prices
down for basic commodities. The wage bill increased by 12.4% in 2011 to MAD 88.6 billion. The surge in the
prices for raw materials entailed raising the compensation fund to MAD 48.8 billion, or MAD 31.8 billion more
than provided for in the initial 2011 budget. It has now become urgent to reform the fund.

This increase in expenditure beyond what was planned in the 2011 budget led to a slowdown in public
investment expenditure as the budget situation had to be tightened. At the end of July 2011 investment
expenditure had thus achieved a mere 45% of what had been projected. The expenditure lag was, however,
caught up in the second half of the year, with expenditure at MAD 49.9 billion at the end of 2011, or 6.1% more
compared to the previous year.

Ordinary revenues reached MAD 191.3 billion in 2011, a 9.8% increase on the previous year. This good result is
explained by the increase in both tax and non-tax revenues. Tax revenues grew by 5.7% thanks to a 14.6%
increase in revenues from corporate taxes and a 2.2% increase in revenues from income taxes. Indirect taxes
also yielded greater revenue, thanks partly to a 10.2% rise in value added tax (VAT) receipts. Otherwise, non-
tax revenues, excluding privatisations, increased during this period by 21.1% to MAD 19.6 billion, which is
nearly 10.0% of public revenue. Privatisations brought MAD 5.6 billion into the state’s coffers, thanks among
other things to the transfer of 20% of the capital of the Banque centrale populaire, which generated
MAD 5.3 billion in revenue.

Table 3: Public Finances (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Total revenue and grants 21.7 23 27.3 30.7 27.3 25.2 25.9 25.5 25.3

Tax revenue 19.8 19.7 24.4 27 22.9 22.8 23.2 22.7 22.6

Oil revenue - - - - - - - - -

Grants 0.1 - 0.5 1.4 0.5 0.2 0.5 0.6 0.5

Total expenditure and net lending (a) 26.5 25 28.7 30.8 29.4 29.8 31.9 31.1 30.3

Current expenditure 22.3 22.1 23.2 24.2 23.1 23.7 25.4 24.9 24.1

Excluding interest 18.6 18.8 20.1 21.6 20.7 21.4 23 22.4 21.5

Wages and salaries 11.2 10.9 10.7 10.2 10.3 10.3 10.9 10.7 10.2

Interest 3.6 3.2 3.1 2.6 2.4 2.3 2.4 2.6 2.6

Primary balance -1.1 1.3 1.7 2.5 0.2 -2.3 -3.7 -3 -2.4

Overall balance -4.7 -2 -1.4 -0.1 -2.2 -4.6 -6.1 -5.6 -5

Figures for 2010 are estimates; for 2011 and later are projections.

Monetary Policy
Inflation, measured by variation of the cost of living index, remained moderate in 2011, increasing year on year
by 0.9%. The price of food and non-food products went up by 1.3% and 0.6% respectively. Inflation was
maintained at that level mainly thanks to a cautious monetary policy targeting inflation and to government
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intervention through the compensation fund. Given that there was no inflationary pressure, the Bank Al Maghrib
(BAM), Morocco’s central bank, decided to maintain its key interest rate at 3.25% in December 2011.
Nonetheless, projections for 2012 and 2013 indicate that the inflation rate will rise to about 1.6% and 1.8%
respectively.

The money supply growth rate, measured by the monetary aggregate M3, had progressed by 6.8% year on
year at the end of December 2011. This change reflects an acceleration in the pace of the growth of net claims
on the central government on the one hand, and on the other a slight slowdown in claims on the private sector
and a fall in net foreign assets. The growth rate of bank loans was shown to have accelerated at the end of
December 2011 year on year, to reach 10.5%. The dirham, pegged to a basket of currencies dominated by the
euro (EUR), depreciated in 2011 by 0.85% in relation to the euro, and appreciated by 4.17% in relation to the
US dollar (USD).

Economic Cooperation, Regional Integration & Trade
To boost foreign trade and attract foreign direct investment (FDI) flows, Morocco has adopted a very energetic
open-economy strategy towards foreign markets. The country signed several free trade agreements, in
particular with the European Union (EU), the USA, Turkey, the Mediterranean Arab countries through the
Agadir Agreement (Tunisia, Egypt and Jordan) and the United Arab Emirates (UAE).

Morocco’s main trading partner remains the EU, with which 60% of the total volume of the country’s foreign
trade takes place. Asia and the USA are second and third, with 20.5% and 13.7% shares respectively.

Imports of goods reached MAD 356.4 billion in 2011, up by 19.6% from 2010. This change reflects the increase
in the energy bill. Imports of energy products and lubricants had risen by 31.2% at the end of 2011, while
imports of food products soared. In value, wheat, sugar and maize purchases increased by 48.3%, 45.0% and
27.0% respectively.

Exports of goods increased by 14.3% in 2011 to MAD 170.9 billion thanks to a 35% increase in exports of
phosphates and derivatives over this year. Excluding phosphates and derivatives, exports rose by 7.8% despite
a 24.3% decline in exports of citrus fruit.

Despite the good performance of Moroccan exports, the trade deficit deteriorated by 25% in 2011. The
coverage of imports by exports declined from 50% to 48.2%, but if services are factored in, the coverage rate
was 70.8% in 2011, versus 75.4% in 2010.

Transfers from Moroccans living abroad totalled MAD 58.5 billion in 2011, a 7.6% increase from 2010. Receipts
in the form of foreign investments and private loans came to MAD 28.9 billion, a 26.4% fall from 2010.

At the end of 2011 the current account deficit stood at 6.5% of GDP, a level that is expected to be brought
down to 5.3% in 2012 and to 4.1% in 2013.

Table 4: Current Account (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Trade balance -8.7 -15 -18.7 -21.5 -18.1 -21.7 -23.5 -24.2 19.4

Exports of goods (f.o.b.) 17.6 18.1 20.1 22.6 15.2 15.2 14.7 14.5 19.4

Imports of goods (f.o.b.) 26.3 33.1 38.8 44.2 33.3 36.8 38.2 38.7 38.8

Services 5.2 8.1 9 7.1 6.2 8.2 10 10.7 6

Factor income -1.6 -0.6 -0.6 -0.8 -1.1 -0.6 -0.6 -0.5 2.8

Current transfers 8.2 9.6 10.2 9.9 7.9 9.9 9.6 8.9 6.5

Current account balance 3.2 2 -0.1 -5.4 -5.1 -4.2 -4.5 -5.2 -4.1

Figures for 2010 are estimates; for 2011 and later are projections.
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Debt Policy
For more than ten years Morocco has been pursuing a rigorous management policy for its external debt, opting
for prepayment and the conversion of debt into investment. The public debt was on a downward trend until the
financial meltdown and the soaring prices of raw materials. The situation has needed a proactive policy to
support domestic demand to offset the impact on the country’s growth of the fall in foreign demand

At the end of 2011, treasury debt stood at MAD 425 billion, which is the equivalent of 52.9% of GDP, a 2.6
points rise compared with 2010. The outlook for 2012-13 is pointing to a slight increase in the debt, which
should reach 53% to 54% of GDP, but the authorities intend to bring it back to a target rate of 50% of GDP from
2014.

Domestic debt accounts for 77% of total treasury debt, mostly euro-denominated, which is 40.8% of GDP.
External debt remains stable at 12.1% of GDP. The Moroccan authorities now need to decide between the two
types of debt, factoring in the financing cost but also the crowding-out effect at the expense of the private
sector, when tensions on liquidities are persisting on the domestic market.

Domestic debt has an average term of 5 years, versus 7.5 years for foreign debt. The debt burden has been
declining regularly since 2000 to reach 2.2% of GDP today, or the equivalent of 9.7% of recurrent revenue. Its
average cost is 4.4%. Alleviation of the debt burden is explained by the fall in the cost of financing on the
domestic market and by an active debt management policy through prepayments of the most burdensome debt.
This alleviation is also connected to the reduction of the share of the floating-rate debt (less than 7.0% of the
total stock of debt) to only one-third of foreign debt. It is also explained by the programme to convert  foreign
debt into public and private investment and by its refinancing under more favourable terms on the international
market.

Figure 2: Stock of total external debt (percentage of GDP) and debt service (percentage of exports of
goods and services)

Figures for 2010 are estimates; for 2011 and later are projections.
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Economic & Political Governance

Private Sector
To improve the business climate, Morocco has carried out a large number of reforms focused on strengthening
the institutional, legislative and regulatory frameworks. In particular, a national committee of the business
environment (Comité national de l'environnement des affaires), chaired by the prime minister, was set up in
December 2009. The committee, the result of a public-private partnership, aims to speed the identification and
implementation of reforms. Five intervention priorities have been identified: i) business regulation to facilitate
entrepreneurship and investment; ii) simplification of administrative procedures; iii) prevention of corruption, in
particular through the institution of the central authority for the prevention of corruption (Instance centrale de
prévention de la corruption) and the opening at the end of 2010 of the website www.stopcorruption.ma; iv)
promotion of mediation and arbitration with the help of mediation centres and the training of mediators; and v)
making Morocco more attractive and publicising national assets and policies related to the business climate, in
particular through the website climatdesaffaires.ma opened in March 2010.

In 2011, several international agencies applauded these reforms, which allowed Morocco to attain the
Investment Grade category granted and maintained by the rating agencies. Otherwise, the 2012 Doing Business
report highlighted the progress achieved by Morocco in terms of business regulation, the country having been
qualified as Most Improved Business Reformer. These good performances lifted the country's  ranking from
115th in the 2011 Doing Business report to 94th out of 183 countries in the 2012 report.

Financial Sector
Morocco’s financial sector, which has been significantly reformed since the early 1990s, has remained solid in
the midst of the international financial crisis thanks to its limited integration into the international financial
system and to progress achieved in terms of compliance with prudential rules. After the implementation in 2007
of the Basel II capital accord in its standard approach, the banking sector adopted in 2010 the advanced
approaches of the framework, in particular in respect of risk financing by own funds. Its solvency thus seems
solid by international standards.

Nonetheless, given the investment momentum the country has experienced since 2007, and given the surge in
calls for funds and the slowdown in client deposits, the financial sector is finding it hard to meet the economy’s
financial needs with fund inflows. Since 2007 the banking sector has had recurrent deficits, leading the BAM to
intervene in the market regularly and significantly to meet the banks’ liquidity needs. To cover the cash flow
deficit, which amounted in December 2011 alone to nearly MAD 38 billion (versus 35.1 billion a month earlier),
the BAM's intervention was mainly through seven-day advances for MAD 24 billion and through three-month
repurchase operations for MAD 15 billion.

Otherwise, the capital market remains restricted and does not contribute sufficiently to financing the economy.
The stock market, in particular, is hardly playing its role of financing the productive sphere and promising
sectors. In general in 2011 the indices, capitalisation and volume of trade of the Casablanca stock market
performed unevenly. The main stock-market index, Moroccan All Shares Index, fell by 12.9% in 2011 year on
year. Stock market capitalisation grew by 1.1% from 2010 to MAD 516.2 billion.

Public Sector Management, Institutions & Reform
In 2012, the government plans to accelerate administrative reform to make the good governance principles
provided for in the new constitution operational. The aim is to speed up the delivery of public services and
improve their quality and efficiency by moving from a “means-based” system to a “performance-based” system.
This implies better budget management, modernising human resources management, simplifying administrative
procedures and developing e-administration. For this, a number of measures have been implemented to contain
the wage bill, such as incentives for voluntary redundancy and mapping medium-term skills needs on the basis
of analyses conducted within each ministry. A competitive examination was instituted in 2011 for recruitment to
jobs in the public administration.

At the same time, the government wishes to develop local administration as part of the decentralisation process.
This is all going slowly, however. At present the regional units do not have the means, the human resources or
the necessary delegated powers to represent the central government regionally. Despite the political will to
decentralise administration, the reality on the ground does not reflect the reforms that have been announced
and implemented. Decentralisation suffers from a lack of consistency among the different ministries, regions and
processes. To facilitate the funding and upgrading of the regions the state has planned significant financial
transfers through the institution of two funds for social levelling and inter-regional solidarity.

At the end of 2010 the authority for corruption prevention launched a complaints system, developed a witness-
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protection system and opened the Internet portal Stop Corruption. On the other hand, a mainstream
awareness-raising campaign ready to be launched is still waiting to be approved by the new government. These
implemented measures and means have not yet led to an improvement of Morocco’s ranking in terms of the Mo
Ibrahim governance indicator launched in 2006. 

Natural Resource Management & Environment
The measures initiated to reach the Millennium Development Goals (MDGs) are enshrined in the national
charter for the environment and sustainable development (Charte nationale sur l'environnement et le
développement durable) adopted in 2010. Its implementation, however, has been delayed by the time required
to promulgate the texts and put them into practice. This delay is also explained by the large size of the financial
investment needed and the population’s lack of awareness and involvement. Demographic expansion, the way
land is used, and overexploitation of natural resources, water in particular, are increasing the pressure on
natural resources, exacerbated by the uncontrolled impact of climate change.

In 2012, with the support of multilateral donors, the government intends to implement its national plan aiming
to incorporate climate change adjustment measures into the different existing sector-based strategies. Climate
change in Morocco is taking the form of recurrent droughts and a downward trend in rainfall, which is estimated
to decline by 10-15% around 2020. A permanent steering, communication, assessment and auditing system is to
be set up. Aridification, particularly in the central and southern regions, has placed Morocco among the
countries threatened by water stress. The declining quality and quantity of water is endangering not only
health, food supplies and the fight against poverty in the countryside but also the government’s agricultural
strategy in the long run. The 2010-30 Action Plan aims to develop water infrastructure and the reforestation of
more than 1.5 million hectares to combat soil erosion and desertification. These actions are supplemented with
the institution of an early-warning system for drought and the planting of 3.9 million palm trees by 2020.

Political Context
The constitution was revised following the demonstrations of 20 February 2011, then approved by 94% of the
votes in a referendum on 1 July of that year. The new constitution provides for the strengthening of the powers
of parliament and the prime minister, who comes from the party that won the elections, but leaves the King of
Morocco his head of state and Commander of the Faithful prerogatives. The king will chair the cabinet and the
superior council of the judiciary. He remains military commander-in-chief and chairs the recently instituted high
security council.

On 25 November 2011 the moderate Islamist Justice and Development Party (PJD) did best in the legislative
elections by winning 107 of the 395 seats to be filled (61 more than in 2007). They were followed by the
former prime minister Abbas El Fassi’s Istiqlal Party (60 seats, eight more than in 2007) and the National Rally of
Independents (52 seats, one more than in 2007). The new Prime Minister Abdelilah Benkirane (PJD) is
recommending continuity in economic policy. A slight increase in turn-out (from 37% to 45%) marked a break
with the preceding downward trend.

Despite these apparent institutional changes, however, economic and political power remain concentrated in
the hands of an elite which has not changed. This was the situation the 20 February movement wished to
condemn by boycotting the referendum and organising regular demonstrations. The new government’s
challenge is to win back the trust of a population that is expecting concrete progress in the fight against
inequality and corruption.

The Western Sahara issue continues to hamper relations with Algeria, leading to the failure of an eighth session
of informal negotiations between Morocco and the Polisario Front under the auspices of the United Nations (UN)
in July 2011. The UN Security Council had adopted a resolution at the end of April to continue the UN mission in
Western Sahara (MINURSO) until 30 April 2012. Morocco has had a seat for a two-year term on the UN Security
Council since 1 January 2012.
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Social Context & Human Development

Building Human Resources
Morocco is on the way to reaching MDG 2, which is to “achieve universal primary education”. Hidden behind its
results in the area, however, are considerable disparities between the different levels of education and between
the rural and the urban areas. According to the United Nations Educational, Scientific and Cultural Organization
(UNESCO), the net enrolment rate in primary school for 2011 is currently 96% nationwide (95% for girls).
Distribution of school-bags and school uniforms to the poorest pupils and school transport in rural areas have
made it possible close the gap in the countryside which previously lagged behind. The enrolment ratio in lower-
secondary school is currently 79.1% (73.5% for girls). In the rural areas, the ratio falls to 59.1% overall and
49.6% for girls. It is now important to improve the quality of primary education and to intensify the campaign
against dropping out of education.

Despite the progress in literacy and in informal education, the goal of cutting the illiteracy rate to 20% for the
population over 10 years old will not be reached in 2015. The literacy rate of people among those over 10
years old is a mere 60.1%. Illiteracy is most common among those aged over 45. Poverty, isolation and the
quality of rural infrastructure still prevent a significant proportion of the population from access to education
The authorities have launched an emergency plan (2009-12) aimed at developing, in quantity and in quality,
pre-school, primary and secondary education, as well as rehabilitating school buildings. The plan requires in
particular children to be enrolled in school up to the age of 15, and addresses the issues of the quality of
teaching and the skills of teachers.

In 2011 the government earmarked 5.3% of the state budget for health, a 47.7% increase over 2007. As a
result infant mortality (of children under a year old) has declined significantly over the past five years to 30.2
per 1 000 live births in 2011. The child mortality rate (of under five-year-olds) was 36.3 per 1 000 live births in
2010. The maternal mortality rate, for its part, declined by more than 50% in five years to 112 per 100 000 live
births in 2010. Nevertheless, medical and paramedical services, in a context of massive retirements, as well as
the establishment of high quality and operational health infrastructure, are still an important challenge,
particularly for remote areas. HIV/AIDS prevalence among adults (15 to 49-year-olds) has remained stable at
0.1%. Tuberculosis remains a public health problem in Morocco, with a cumulative incidence estimated at 81 per
100 000 inhabitants in 2009.

Poverty Reduction, Social Protection & Labour
Morocco will reach MDG 1, which is to “eradicate extreme poverty and hunger”, as its poverty rate (measured
at USD 1 per day) declined from 3.5% in 1990 to 0.6% in 2008. Poverty, according to the thresholds used by
the national authorities (estimated at MAD 3 834 per year in urban areas and at MAD 3 569 per year in rural
areas), declined from 15.3% in 2001 to 8.9% in 2007, and vulnerability from 22.8% to 17.5%. Poverty and
vulnerability are persistent in rural areas, with rates at 14.4% and 23.6% respectively.

Morocco’s national poverty reduction strategy aims to support and improve the purchasing power of the most
disadvantaged by setting up income-generating activities and social measures such as the National Initiative for
Human Development Support project (INDH) and the medical assistance programme for the most disadvantaged
(RAMED). Other measures relate to compensating for the increased prices of basic goods (cereals, sugar and
petroleum products), developing microcredit, lowering income taxes and strengthening basic health-care
coverage for the poorest. In 2011, the pay of public sector workers was increased by MAD 600 net, and retired
people had the minimum level of their pensions upped by the same amount. The guaranteed minimum wage is
expected to be increased by 15% in 2012 in industry, trade and services, and in agriculture and forestry.

Morocco launched the INDH in 2005 to combat poverty in rural areas and social exclusion and insecurity in
urban areas through a participatory approach and by targeting the poorest communities. The first phase (2006-
10) shows encouraging results with more than 5.2 million beneficiaries, the completion of 22 000 projects in
several fields and a decline in the poverty rate of 41% in the 403 rural communities and 264 urban districts that
were targeted. The initiative also made it possible to start up 3 000 job-generating activities and to create
40 000 stable jobs. Encouraged by this experience, the government launched the second phase of the INDH
(2011-15) with a total budget of more than MAD 17 billion. This second phase aims to bring up to national levels
the mountain areas and rural communities with a poverty rate higher than 14% (compared with the 30% of
INDH 1), by focusing on health, education, roads, water, sanitation and electrification. Besides the 40 000 jobs
generated indirectly by the programme, the INDH supported the participation of young people and women in
economic projects through local committees in charge of implementing and monitoring the programmes.

The RAMED, which constitutes, with mandatory health insurance, basic health coverage, provides for
completely or partially free medical services in public hospitals. These services are paid for by the state and
local authorities and benefit 8.5 million people living under the poverty threshold or in insecurity. After a pilot
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project in 2008, the RAMED was extended to all the country’s regions in early 2012.

Gender Equality
Despite the institution of an authority for gender equality and combatting all forms of discrimination, progress
has been slowed in the area of gender equality by insufficient resources to oversee and implement the relevant
laws, strategies and policies. There is also not enough awareness-raising on entitlements in women’s rights.
Gender equality goals will therefore not be reached by 2015. In 2008 the gender equality index in primary
education reached 89% at the primary level, 80% at the lower secondary level, 97% at the higher secondary
level and 90% in higher education. In rural areas this index has more than doubled in primary education, from
42% to 85%. Women are still more affected by illiteracy, at 50.8% versus 28.1% for men.

Otherwise, with the percentage of women in the non-agricultural sector at only 21.7% during the previous
decade, women only account for 25% of the active working population, underlining the need for a government
strategy to improve these indicators structurally in the medium term. The number of women in decision-making
positions and in the political sphere remains low despite the implementation of positive discrimination measures
that succeeded in increasing the proportion of women in parliament to 16.7% in November 2011 (from 0.7% in
1997). Notwithstanding, in the new government appointed in early 2012 there is only a single woman.
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Thematic analysis: Promoting Youth Employment

Like its neighbours, Morocco faces a structural unemployment problem among young urban graduates. Despite
a downward trend in the declared national unemployment rate from 11.6% in 2002 to 8.9% in 2011, this rate is
still particularly high among 15 to 24 year-olds, whose unemployment rate in 2011 was 17.6% nationally and
31.3% in the urban areas. First-time job seekers are particularly affected: they accounted for half the
unemployed in 2010. These statistics need to be interpreted with caution, however, because young graduates 
only make up 11% of the 15 to 24 year-old population. Unemployment indicators do not include “discouraged
job-seekers”. Nor do they include the informal sector, the contribution to employment of which was estimated
by the High Commission for the Plan (HCP) at 37.3% of non-agricultural employment in 2007. These figures
explain why the household surveys conducted by the HCP show that access to employment is the highest
priority for one out of every five household heads.

The job creation strategy focused on economic growth turned out to be insufficient despite the annual creation
of 156 000 jobs in the past ten years (for a population of 31.8 million in 2011 of whom 11.5 million are
economically active persons). The category of 15 to 29 year-olds lost nearly 9 000 jobs per year during the
same period. Services and construction-related activities have a very low multiplier effect on employment,
which explains why the labour market is not able to absorb the new entrants. These difficulties are set to persist
as the working-age population (aged 15 to 49) is expected to grow by 190 000 by 2030 according to HCP
projections, reaching a peak around 2018.

In this context, the authorities are implementing a strategy focused on two goals: on the one hand, to promote
stronger economic growth, at higher than 6% per year, to generate enough job opportunities; and on the other
hand, to implement a series of proactive policies to facilitate waged employment and self-employment. The
sector-based strategic planning developed since the early 2000s aims to stimulate the Moroccan economy to
develop economic sectors with a greater added value and to strengthen the foreign demand component in the
growth model. Every sector-based initiative specifically includes the job creation goal.

Otherwise, employment promotion policies aim to facilitate job entry and employability, matching training to
employment, and promoting entrepreneurship. In this framework, the Idmaj programme offers job entry
contracts that are exempt from taxes and social charges that are varied in terms of the monthly-wage level.
The Taehil programme offers pre‑employment skills training partly paid for by the state. The Moukawalati
programme encourages entrepreneurship through the availability of a guarantee fund and support to young
entrepreneurs in developing their business plans. Since their launch in 2007, the Idmaj and Taehil programmes
have made it possible to find work for 228 000 and 50 335 job seekers respectively. The Moukawalati
programme led to the creation of about 3 315 enterprises and about 10 000 jobs. These results are nonetheless
short of the projected goals, in particular for the Moukawalati programme, the implementation of which was
hampered by the lack of an entrepreneurial culture and the absence of structured support to young project
initiators, leading to a massive rejection of applications and the weak involvement of banks in providing funds
despite the state’s guarantee.

In February 2011, in the framework of the Vision 2020 project of the confederation of Moroccan enterprises
(CGEM) that aims to generate 2.5 to 3.5 million jobs by 2020, the authorities launched a consultation with the
social partners with a view to signing an employment charter to breathe new life into the three programmes,
(Idmaj, Taehil and Moukawalati). This charter should include two additional measures: an “improved integration
contract”, which provides for social coverage for those benefiting from the Idmaj programme with a particular
focus on groups encountering major difficulties in entering the world of work, and a “professional integration
contract” providing for a recruitment subsidy on condition that at the end of the programme an unlimited-term
contract is given. Other proposals formulated by the CGEM include instituting a first-experience contract (for
those having the baccalaureate diploma and two years of higher education) and a professional-integration
contract (for those who have the baccalaureate + three years or more), aiming to improve the match between
supply and demand in the labour market, speeding up reform of the training contract and strengthening links
between universities and enterprises. Beyond these measures, developing a mechanism to co‑ordinate the
different ministries seems necessary to guarantee an improvement in the efficiency of the programmes.

Otherwise, except for a minority who have graduated from private and vocational schools, young Moroccan
graduates have neither the skills nor the aptitudes required by the private sector. This has led the government
to undertake, in addition to its job-promotion strategy, deep reform of the higher education system in the
framework of the 2009-12 emergency plan, aiming to develop career paths that are more likely to meet the
needs of the private sector. This reform proposes to apply the Bologna system (Bachelor, Masters and Doctoral
studies) to Morocco and to diversify the supply of training. It makes provision to increase the autonomy of public
universities through contracts featuring integration goals in terms of quantity, so they can design their own
training curricula in line with the regional reality. Skills development is emphasised through the introduction of
scientific, technical, linguistic, technological and entrepreneurial programmes. A pilot programme has been
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initiated to help to put students and enterprises in contact and to facilitate internships. A database is to be set
up, intended to follow up on graduates and their integration into professional life.

To sum up, youth unemployment in Morocco is due to three factors: a lack of entrepreneurial spirit, a deficit in
job creation and the training-employment mismatch. This can be dealt with, as the government is doing,
through relatively inexpensive reconversion and integration measures. Other structural measures in the area of
labour law, however, should be applied to favour job creation. Changing the preference for employment in the
public sector will be difficult as long as the private sector remains unable to offer the same job stability and the
same social benefits. The measures planned to improve labour legislation and the pilot project for loss-of-
employment benefits could encourage this trend. Development of an entrepreneurial spirit could also be
fostered by improving the business and legal frameworks, setting up universal health insurance and reducing
administrative obstacles, among other measures. Maintaining sector-based plans should push Morocco’s
economic model towards a more open, dynamic and productive economy capable of generating jobs for the
young, as long as the education system is able to train and develop the human resources required by a
competitive economy.

Notes

[1]

Plan Maroc Vert is a strategy adopted in 2008 by the Moroccan government to revitalise the agricultural sector.
This policy aims to multiply by 2.5 the added value of the agricultural sector, which is expected to increase from
MAD 38 billion to MAD 100 billion per year by 2018.

[2]

Ibhar Programme: framework agreement for the amount of MAD 5 billion signed in 2008 and aiming to improve
cost-effectiveness and economic efficiency in sea fishing.
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