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Chapter 1. The State B&nk of Mwocoe 

le Origine

The idea of a State Bank, to perform in Morocco what in modern 

terminology would be called central banking function®, was first con*  

calved in 190b, at a time when the Sultanate was seriously involved 

in political and financial difficulties and France was trying to gain 

influence over the country*

Monetary disorder and political restlessness were not new evils 

in the history of Morocco*  For almost twelve centuries the country 

had been accustomed to multiplicity of coins and to changes in their 

value, as well as to continuous rebellions of the Arab and Berber tribes 

to the political authority of the Sultans*  Not until the end of the 

XIX c^mtury did the Sultan il Hassan succeed in giving an independent 

and uniform means of payment to Morocco*  The new silver real of El 

Hassan, issued in 1881, was able to replace almost completely the 

Spanish dure and the various local coins previously circulating in the 

country*  It also replaced as unit of account the gold dinar which was 

introduced in Morocco in the eighth century; it later disappeared as a 

means of exchange but remained the standard of value until the reign of 

El Hassan*

All kinds of disorders again shattered Morocco during the unhappy 

reign of El Hassan»s son, AbcMiWsis*  In 1902 the new Sultan contracted 

a first loan with a group of French banks, and soon after a second and a 

third with English and Spanish banks*  In 1903, in order to raise new 

funds, he debased the real*  As a consequence, the Spanish dura, which 
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pgevloualy Md been exchanged at parity with the 'Wsani real, cireur*  

lated in Morocco at a premium and was again preferred to the local coins 

as a seane of payment and a standard of value.

In 1904» faced by the revolt of Ba Hmara, Abd*ul*i$is  found him­

self again short of funds. He was then advised by the French consul 

in Tangier to contract a new and larger loan in ordw to reorganise 

hie army, which was in a state of dissolution.

A consortium of French Banks headed by the Banque de Paris et des 

Pays-Bas, and assisted by officers of the French vowmaent, negotiated 
a loan of about #0 million francs with the Sultan .2/ The loan agreement 

was signed in June 1904. It included two important clauses for the 

protection of the French interests*  (a) the proceeds of the Moroccan 

customs were pledged as a guarantee of the local for this purpose a 

right to supervise the custom office was granted to the Consortium, 

and (b) the Consortium had to be notified before any other loan was 

negotiated and, at parity of conditions, was entitled to preference.

In this way France acquired control over the Sultanate’s moot 

lapcrtmnt internal source of revenue and on possible external sources. 

A full rehabilitation of the country would haw called, hcwewr*  fw 

a monetary And fiscal reform» establishment of a military force capable 

of dominating the country, and a program of public works. For these 

purposes meh larger funds would be required than those provided by 

the loan. A proposal for the creation of a State Bank for regulating 

the monetary system and controlling the public finances of the Sultanate

of & but the bonds were sold at 8# of their face value.
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was first advanced by the Bank Gcmeortlum during the negotiations for 

the loan.

The French Gommaent, howewr, preferred to delay full discussion 

on the matter until the necessary diplomatic preparation of the acre 

scMtious program was completed. At the end of 190k, after having 

reached an agreement with Spain, the proposal was again presented to 

the Sultan by the French representative in Tangier. A consortium of 

Spanish banks had been allowed to become retroactively part of the loan 

agreement of «Mine IN*  and to acquire the same privileges as the French 

Consortium.

The negotiations with the sultanate for the creation of the State 

Bank began on February 22, 1905. They were already wall advanced when 

on March 31 the German Emperor William II unexpectedly landed in Tangier 

during the course of a Mediterranean cruise and expressed the wish that 

Morocco would remain a free territory, open to competition from all 

Nations on a basis of complete equality, without monopolies or special 

privileges for ary of them. Soon after, the German press started a 

violent campaign protesting the attempted violation of the treaty of 

Madrid and requesting a new international conference to solve the present 

difficulties of Morocco, Abd*ul*Asi»  favored the idea, hoping to profit 

W the differences among the European Fewer»,

The Conference was opened in Algeciras on January 16, 1906, it 

was attended by representatives of the same thirteen Rations which had 

participated at the Conference of Madrid in 1880, nameiyi Austria*  

Hungary, Belgium, France, Germany, Great Britain, Italy, Morocco, 

Netherlands, Portugal, Russia, Spain, Sweden and United States of America.
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■ The two different positions at the conference eere that of Qeiwisy, 

seconded by Wtri&Mâ^ary, and that of h1», crocco played a 

passive role, All the other nations were .more or less on the French 

side*  Frame maintained the thesis that th® assistance needed by Woocq 

could not be given under the fcreula of an international protectorate*  

The Conference should miss its reccmmendatlons but their implementation 

should be mainly the task of France together with Spain*  With respect 

to ths creation of the State Bank, France was prepared to ee@ its 

capital subscribed by banks of the different nations, but wanted the 

State Bank to perform a purely technical role with its main ala the 

rehabilitation of the monetary system. Germany, on the contrary, 

insisted that the Power» participating in the conference should co*  

operate in assisting Morocco*  Through the state Bank, which should be 

headed V a political body representing the respective Governments, the 

thirteen powers should control the financial set-up for the réorganisation 

of the Sultan*e  Army, the execution of public works and fiscal reforms 

as well as monetary matter».

The German proposal did not appear very practicable in the actual 

situation and the final resolutions of the Conference wore mostly in 

line with the French approach The task of organising a pelloo fares 

in Morocco mo entrusted to franco jointly with Spain. About matters 

of taxation, customs policy, arms contraband, public services and public 

works, recommendations wore made in the final act of the conference 

without specifying the governments responsible for their implementation.

The articles concerning the creation of the state Beak of Morocco 

resulted from a compromise between the two groups, Although ite role was 



limited in relation to the German proposal, the State Bank was created, 

with undeniable international characteristics, as an organisation subject 

to the joint supervision of twelve powers.

The charter drawn in Algeciras, as amended in 1930, 1936 and 

1946» remains at present the legal basis of the State Bank of Morocco.

2. Characteristics of the State Bank

The charter of the * Banque d'Etat du Wares" is a part of the General 

Act of Algeciras signed on April 7, 1906. The Statutes of the Bank were 

drafted by a special committee in accordance with Article 57 of the 

General Act, and were approved by the General Assembly of the stockholders 

on February 25, 1907.

The State Bank of Morocco la a unique case of a bank exercising 

public functions proper to a Central Bank, and deriving its legal authority 

from an International Agreement. The General Act defines the banks as a 

corporation governed by the French law. it must, however, be noted first 

that the French law is applicable only inasmuch as it is the law delegated 

by the General Act of Algeciras to supplement its rules; and, second, that 

thews rules differ substantially from those which govern corporations in 

France, especially with regard to the organisation of the Bank.

The duration of the Bank was originally established for forty years 

ending on December 31, 1946. Before the charter expired the Bank's 

privileges were renewed for a period of twenty years. The legal residence 

of the Bank is in Tangier, where the Bank has its main office. However, 

the administration of the Bank was located in Rabat and the Board of 

Directors usually meets in Paris. The Bank has agencies in the most 

important cities of the Sultanate and an office in Paris.
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in the Bank Charter and statutosi "toe Bank w do all kinds of business 

proper to a banking institution"*  They are speeifieaUy wntiansdi 

short-term loan and discount operations, receiving of deposits, skohango 

of money, trade of securities for the mood of customers » etc*

More important are the excMeiw rights given to the Bank to the 

public field*

The State Bank to toe only bank to the country having toe privilege 

to issue legal tender notes, convertible on demand. The convertibility 

clause, which apparently referred to convertibility tots silver coins, was 

customary at a time when tooonvertibllity of paper money was exceptional. 

Minimum reserve equal to tme-half of toe note circulâtton was required 

during toe first two years of the Bank's operations, and a 33-1/3 percent 

reserve was required thereafter. The form to which this reserve had to to 

hold was not specified, except that one-third of the reserve should consist 

of gold and/or gold coins. No provisions exist for reserve# against deposits

The State Bank to allowed to do "whatever it consider*  necessary to 

eetabltoh a sound monetary system to torocco". Consequently, too Bank 

to toe only tostitution to charge of the minting of coins and relaW 

^aeratiacw. Thaw very broad powers later entitled the State Bank to 

endorse a complete change of the monetary system*

toe special privileges already granted to toe Branch Banks Consor­

tium as a ecneeqaanee of toe loan of dune 190b were transferred to toe 

State Bank, while the consortium was entitled to 2/lb of toe capital 

stock of the State Bank of Morocco*  As a conséquence, the State Bank 

had the right of preference to any loans toe Sultanate might wish to 
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nagatlat*  in the fatw®, and the right to reçoive custom proceeds and to 

supervise the custom office*

In addition, the Bank is entitled to be the financial agent of 

the Moroccan government for the placing and service of Treasury Bonds 

and can also receive in an open account all other government revenues 

shich the Sultanate can freely utilise*  Moreover, within certain 

limits, the Bank is allowed to make advances to the Sultanate Govern-*  

ment.

The capital of the Bank was initially fixed at fr. I^,b00,000 

represented by JO, @00 marketable and nominative shares of an individual 

value of francs 500. The total amount ®as divided in lb parts of 2,200 

shares each. Twelve parts were reserved to the powers represented at 
the Conference of Algeciras!/ and two parts to the Bank consortium which 

signed the loan agreement with Morocco in June 1N&. In accordance with 

the Act of Algeciras the parts had to be represented by banking institutions.

The French part as well as the two parts reserved for the Bank 

Consortium were represented by the Banque de Paris at des Faye-Bai 

governments of Spain, Italy and Portugal named as holders of that 

the respective citral banks, and the Moroccan government named a 

officer of the Sultanate. The parts reserved to the other Powers 

held by private banking institutions of the respective countries. 

The original holders or representatives of the fourteen parts of 

the bank stock bad the right to designate one director for each part, 

provided that they continued to hold title to at least one-half of the 

shares subscribed. If, as a consequence of salsa, holders of the parte

gnSm WaSF«FISrl4»l&

M
u

right.
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were no lc«g#r entitled to appoint directors, the General Assembly of 

the sliare-holders would elect the direct we needed to fill the vacancies. 

The system of nomination of direct ors by the holders of the original 

parts represents one departure “ as was mentioned above *~  from the 

normal procedure of French corporations. Other departures will be 

noted in the organisation of the Bank which was governed and controlled 

by the Bodies to be mentioned in the following paragraphs.

A) The Board of Directors of lb members  designated or elected - 

has the largest powers in the administration and management of the 

State Bank. Decisions are taken ky a simple majority vote, with the 

possibility of the absentees expressing their vote by telegraph or by 

proxy through another director. Decisions are not valid unless ? votes 

are cast, of which 5 at least must be by directors personally attending 

the meeting

*

*

B) The Committee of Auditors, originally composed of four members 

designated by the Central Banks of Germany, Great Britain, France and 
Spaing/ has the task of supervising the functioning of the Bank and of 

ascertaining that the articles of the charter and the statutes are 

strictly observed. Their annual report to the General Assembly should 

be annexed to the Repart of the Board of Directors. The Auditors, however, 

cannot interfere with the management of the Bank.

C) An Imperial High Commissioner has the right to be informed 

about the management of the Bank for the protection of the Sultanate 

interests.

from the Bank^, ’
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D) The Comi<8«ionmi (cm or aw) are elected every year by the 

General Aeaembly to make a report at Ite following meeting on the financial 

state of the Bank and on the budget and balance sheets presented by the 

Board of Directors.

B) The Discount Commission is an advisory body whose -members - 

are as lacked by the Board of directors from people residing in Tangier*  

The Commission advises the Board periodically on discount and credit 

policies.

F) The General Assembly of the stockholders can be attended by any 

stockholder having direct title to or representing the holders of at 

least twenty shares of the capital stock of the Bank. Ordinary Assemblies 

meet every year in the place chosen by the Board of Directors. Extra­

ordinary Assemblies can also be called by ths Gommiselonsre in ease of 

urgent need.

The normal functions of the General Assembly, besides those already 

mentioned concerning elections of Directors and Commissioners, are mostly 

perfunctory. A clause prevents that subjects other than those chosen 

for the Agenda by the Board of Directors be discussed in the Assembly.

The Assembly is usually called to approve or reject the accounts 

of the Bank. Amendments to the statutes must be proposed by the Board 

of Diractore and need to be approved by a two-thirds majority of the 

Ektrawdinary General Assembly*

Other rules provide for the possible 11^ idation of the Bank, litiga­

tions, distribution of profits, legal reserves, etc. Without entering 

into further details about the legislation of the State Bank of Morocco, 

it can briefly be said that the drafters of the General Act of Algeciras 

created a central Bank of Morocco governed by a Board of Directors, inter­

national In its composition, subject to the normal type of administrative 
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controls, an& to a Comittee of Witws haring the task - mostly 

political * of safeguarding the taras of the Algeciras agreement.

3. Changes In the Scope :, and control of,WwState, Bank

Modifications of the statutes of the Bank are not wry significant. 

They are concerned with the renewal for twenty years of the privileges 

of the Bank and with increases of the capital stock.

On the contrary, the scope of the Bank changed considerably due to 

the different economic and political situation in which the Bank had to 

operate. From this point of view, it is possible to distinguish three 

periods in the history of the Bank*

A) 1906-1912. During this period the scope of the Bank remained 

what the drafters of Algeciras had intended to provide for, namely, an 

institution ruled by Europeans in charge of public economic functions 

in Morescos in other words, a sort of economic protectorate over the 

Sultanate. The increasing importance of military forces of France and 

Spain, ^ieh according to the Act of Algeciras were responsible for the 

pacification of the country, foreshadows the new political organisation 

of the country achieved through the Treaty of Few.

B) »Wture  of the Treaty of Fes (March 30, 1912)*

marks the formal end of the independence of Morocco and the establishment 

of the French and Spanish Protectorates. Previously, in Sowmber 1911, 

Germany had been induced to sign a convention with France, practically 

leaving the latter with free hands in Morocco. Bo establishment of the 

protectorate gave to France and Spain the right ani the instrument of 

direct control over Moroccan public affairs. The role of the State Bank 

of Morocco consequently changed considerably, becoming one element instead
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of the main institution in charge of the economic protection of the 

Sultanate. The public powers of the Bank instead of being imposed 

on the weak Sultanate now had to be coordinated with those of the 

Protecting Powers.

C) Since 1930, After the victory over Germany, France obtained 

the majority in the voting capital of the State Sank and, Moreover, 

created in Morocco a monetary system tied to that of Metropolitan 

France. Since the Moroccan franc is a satellite money with respect to 

the metropolitan franc, the rde of the State Bank of Morocco reflects 

this character of Central Sank of a dependant monetary system. The 

participation of nationals of countries other than France in the capital 

of the Bank ha*  almost completely lost political significance.

As for the institutional changes in the structure of the Sank, 

the most important modification concerned the distribution of the 

Bank*  e voting stock and consequently the composition of the Board of 

Directors by nationalities.

The Peace Treaties of Versailles (dune 1919) and Baint^Germain 

(September 1919) include some articles according to which Germany and 

Austria, respectively, renounced the rWta they had derived from the 

Act of Algeciras and subsequent agreements with France on Moroccan 

questions. Both Germany and Austria transferred their shares of the 

capital of the state Bank of Morocco to entities designated by the 

French tcwamnif in the case of Germany the shares were transferred 

to the Bank of Algeria, and in the case of Austria to the Banque de 

Paria et dee Pays-Bas.

Soon after the Government of the W$S«R,, pressed by its need of 

foreign exchange, transferred the Russian part to the Banque de Paris et 
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des Psys-aaas and Great Britain - as a friendly diplomatic gesture * 

transferred her part to a public banking institution of her war ally, 

the French "Caisse de Dépôts et Consignations"•

It must be added that in 1920 the shares which originally constituted 

the part of the Moroccan Sultanate had been already sold out mostly to 

French nationals.

On the other hand, the original capital of the State Bank of Morocco 

(francs lg,hOO,OJO) was doubled in 1926 and was brought to three times 

the original amount in 1930, that is, to francs Jj6,200,000» The increase 

was effected by issuing new shares based on ©sisting reserves to present 

stockholders proporiioBately to their holdings « Besides the large traefers 

of shares mentioned above, considerable sales between entities of different 

nationalities have taken place since 1906, as it is shown in the fallowing table

Capital of the State Bank of Morocco

Distribution of the Shares by ^tionuliiy of .the Owners

Original Distribution _ Present Distribution 1/ 
^o, of Shares ' perc^tagé Ito*  of ^kares "" "perçante

"refer^io the aiiuaii'on existing on ’

France 6,600 21.h2 52,491 57.2
Spain 2,200 7.14 9,416 10.2
Portugal 2,200 7.14 6,597 7
Belgium 2,200 7.14 6,500 7
Netherlands 2,800 T.U 6,450 7
Italy 2,200 7.14 3,399 ka
Sweden 2,200 7.14 2,970 3.2
Great Britain 2,200 7.14 759 0.8
Austria 2,toO 7.14 MW
Germany 2,200 7.14
Russia 2,200 7.14
Morocco 2,200 7.14 **
Vatican 3,200 3.3
Various 218 0.2

Total 100 . ....M°.... 100

5er%^0
However, it seems that no important changes have occurred in 
the fallowing years.

Sourcei A» J*  Marty. • Le Franc Marocain, Monnaie satellite (Paris, 19^1)*
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The preëWing table show*  that entities of French nationality new 

hold the majority of the shares of the State Bank. This situation enables 

France to haw eight French drawbars# three nominated, as originally, 

by the Banque de Paris et des Pays*ms  and five elected by the General 

Assembly. Of the remaining six directors, five are nominated by the 

representatives of the parts of Spain, Portugal, Belgium, Netherlands 

and Italy. Since 19b? the General Assembly chose a Moroccan subject to 

be the fourteenth director.

It is also interesting to note that out of 52,891 shares held by 

entities of French nationality, 17,867 were recently held by nationalised 

banks or public institutions, 13,110 by the Banque de Paris et des Pays*  

Baa, Hi# 936 by other tanks and 3,178 by nwtanking firms and individuals» 

The Banque de paria et des Pays*Bas,  which remains the largest single 

stockholder of the State Bank of Morocco, is a tank "d'affaires*  and, as 

such, is now subject to the control of a government commissioner with 

veto power on all major decisions (taw of December 2, 1%5). Moreover# 

the French Government participates in a majority or minority position in the 

capital of most private tanks. These strict relations between the govern*  

sent and the banking system in Prance make... practically impossible any 

open divergence within the French group on the policy to be followed by 

the State Mok of Morocco. .

Economic and political disorder in Morocco and rivalries between 

European Powers led to the international conference of Algeciras (1906), 

which gave origin to the state tank of Morocco.

The State tank carries on functions proper to a central tank as well 

as to a private banking institution. It was originally conceived as an



InWmatlmal imstrwimt to ex©rcise a sort of economic protectorate 

cw the Sultanate» In 1920, however, France obtained controlling 

power over the State Bank and, with the establishment of the Moroccan 

franc system, introduced in orocco a current tied to the ^ietropolitan 

franc*  Since then the State Bank has played the role of a central bank 

in a dependent monetary system»
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Stat# Bank c^ üaræco ww #m*blW)Bâ#  the ^%lkw%W #w 

going t^r*W]  a wry trembled phene of it# Watery. In 1908, Abd~ul"*#ls  

was tôh»h4 by his older brother, Mulai WAd, who had bwn recognized 

Sultan by the tribe# of the South. Abandoned by Ms soldiers, AW~ul^i# 

fled to the Branch Army for refuge. Four years later Multi Hafid, Meaelf 

faced by rebellion#, signed the Treaty of Protectorate with France (Fes, 

Web 30, 1912) and soon after was induced to abdicate in favor of another 

brother, Multi After that tW military operation#, under the 

leadership < lyaMey, proceeded acre rapidly*  The «Naplate peolflcatAem 

< the country w®# achieved in 1934; the last full-scale operation# were 

those conducted in 1929-1926 in th# mountain**  Rif region to repress 

W*  rebellion of Abdol-Ërle. The eoempliekemt# of lyautey and of Ms 

eucceaeors were not, however, purely military. The political, adeiniewauw 

and occncalc xeerganieabian of Morocco is the greatset achievement of the 

French daring this period. The economic develapoant of the country con­

tinued, despite all difricultiae, even during world war X and was particularly 

enhanced thereafter.

A. - ipeMsh cMms aM currency

The period 1907-1920 is characterised by an increasing snliipllelty 

of monetary fwe and the developwmt of a banking system in Morocco. 

Although it is not possible to haw a quantitative measure for all the 

different mean# of payment in active circulation, their order of relative 

importance in the money supply of Morocco and their cMracteristic# seem 

to have changed as follow during the period;
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1) Spaalah eoW 1)

2) Hamai coins 2)

3) ümwrtible mrogxklit&n Spans 3)
am®

W Cmwtibl# Algerian franc notes 4)

5) W coins# abbsr forai# currency# 5)

Inconvertible Algerian from., notes

Wsani coins (including new issues 
«F*ES*StSE^  of hwocao)

Xn^nvertible Metropolitan franc

Franc deposit money

Spanish coins

Convertible HuaeaM notes of the

Haeeani deposit money

yromch coins

Old coins, other foreign currency,

7) 

8) 

9)

Mt Undarlinad items are legal bandar money at the dates indicated)

In 1906 a considerable amount of Spanish coins circulated in Morocco 

and the Act of Algeciras had reco#ised this money as legal tender in the 

Sultanate, 

with regard to the issue of local currency, no written rules saluted 

except those in the Koran, with the interpretation given by the experts of 

Moslem religious law. According to these texts, the monetary system of 

heromoo was a bimetallic (gold and silver) memmtary system, In fact, hour . 

ever, gold coins had since long disappeared from circulation being hoarded or 

exohangod abroad at their metal value, The minting of silver coins was a 

prerogative of the Sultan, although sometimes usurped by Ma contenders. 

These silver coins were neither full body mammy »«*  purely token money. 

In fact, in the ahoenee of free exchange between silver and coins, the coins 

may well be worth more than the value of their silver content, plus dating 
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esepesws, when they perfora a spécifié monetary function within the 

country and their supply is relatively scarce in relation to the actual 

monetary requirement*  of the economy. As the Sultans had learned to 

their adianta®»# fluctuations of the value of the coins they issued 

above parity with silver could be substantial,

in 1907 the Moroccan money in circulation consisted almost exclusively 

of "Bassani*  coins, so called frost the name of the Sultan El Hassan, 

They were of two types 1 the coins first issued by El Hassan in 1881, 

which were based on a silver real of 39 #aas; and those issued from 

1903 to 1906 by AM^-Asis which were based on a silver real of 25 

Both reals were very similar to the Spanish duro, a silver coin of 25 

grams, circulating at the time in Morocco as wall as in Spain,

The main economic differences between the Spanish and the local 

Moroccan money were originally due to the fact that (a) the Spanish 

money could be used as such for making foreign payments^/ which the 

Moroccan money could not: and (b) that the value of the Spanish money 

was not subject to manipulation by the Sultans and had been such more 

stable than the Moroccan money, The lack of physical uniformity among 

different Moroccan coins of the same denomination and among their 

fractional units was an additional bad feature of the local circulation.

The State Bank first tried throughout Morocco to achieve uniformity 

rather than stability of the exchange rates between different coins. The 

effectiveness of the Bank's operations could not be too great due to the

been used for direct payments between Spain and Morocco and as an 
intermediary for payments to and f^oa other countries, mostly on a 
gold standard.
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disr^xpted political conditions of the country and to the limited facilities 

available to the State dank for this purpose in its first years of existence 

The bank, however, succeeded in reducing the possibility of arbitrage 

operations, on which a large number of merchants had made easy profits 

in the past#

Finally, in 1911, under the pressure of higher currency requirements, 

the State Bank of Morocco entered into a more active phase with the 

new issue of coins# The presence of larger occupation forces, the revival 

of trade and an intense speculation in land transactions justified an 

increase in circulation#

The silver coins of the state Bank were also of the Hassani type, 

based on a unit of 25 grams as were the reals issued by Abd-ul-Asis 

after 1903» The common unit of account became, however, the Peseta which 

was equivalent to one-tenth of the old real and one-fifth of the Hassani 
duro#^ About 127 million Hassani pesetas were minted by the State Bank 

between 1911 and W.

Previously, between 1681 and 1903, the issue of Hassani coins based 

on a real of 29 grams had attained a total of about 80 million hassan! 

pesetas and beween 1903 and 1906 the new coins of Abd-ul-Asis had amounted 

to some B#P. 77 Billion# The coins of the State Bank, like the previous 

ones of Abd-ul-Asis, were partly made out of new stocks of silver and 

partly by reminting Hassani coins of the 29 grams type# The profits 

realised from these monetary issues should, go, according to the Act of

mW
* formerly had been called 1/2 real or dura came to be known by the

name of «real*#
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Algeciras> to the Sultanate Governments on *os®  behalf the State Bank 

issued the coins » But at f irst one-third of the proceeds » then one- 

half and since 191h the entire amount has been used to establish a reserve 

for stabilising the exchange rate of the Hassani.

The amount of credit money of the Hassani type» issued by the State 

Bank» was not very important# The first type# introduced in 1909» was 

the cashier’s check, mainly utilised by traders to transfer funds between 

cities of Morocco without actual transport of coins. The cashier’s check 

attained a maximum circulation of almost n.P. 9OG#OOO in 1911.

Hassani notes proper were first introduced in December 1910 in 

denominations of one hundred pesetas# Their circulation never attained 

a high level# however# due to the reluctance of the native population 

who were not accustomed to paper %*cney  and who were very suspicious of 

currency manipulations.

Circulation of Hassani Notes

Dec. %# 1911 H.P. l#196#$00
» 1?15 « 5,1161,600
* W " 2,537,320

Soiree $ State Bank of Morocco# Report of the Auditors 
to the General Assembly of June 28# 1920.

E, French franc circulation e***www***r*w-w*-*w«ww

Finally# atWition must be called to the circulation of French 

bank notes in Morocco# which became increasingly important during the 

period 1907*1920.  The French money had been already accepted in Morocco 

in the XIX Century# especially in the eastern part of the country bordering 

on Algeria. The French occupation forces# which had been in Morocco since 

1907# became a much more important vehicle for the expansion of the French 
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circulation. The troop» in the region of Casablanca were first paid 

with notes of the Bank of France, and those in the region of Oujda 

with notes of the bank of Algeria. Later, after 191b, all troops ware 

paid with Algerian francs. Theoretically, the nan of the French army 

should have exchanged their francs into Hassani money before making 

local purchases, but in fact very soon merchants in frequent contact 

with the French troops became accustomed to take payment in Branch 

money. The larger scale of military operations after 1911, and the 

progressive pacification of the country after the establishment of the 

Protectorate enhanced the process of expansion of the franc circulation 

in Morocco.
According to De Rouxl^ the exchange rate between the Haseani Peseta 

and the Franc had varied considerably in the four years preceding the 

establishment of the State Rank of Morocco, reaching a minimum of H.P# 

1*35  per franc in November 190) and a maximum of HJ». 1.85 per franc in 

August 1905# In that period, the tendency of the value of the Haseani 

to decline in relation to the Franc reflected: (a) directly, the 

inflationary impact of the monetary issues of Abdnxl*Aais,  made during 

a period of political and economic weakness of the Sultanate and, (b) 

indirectly, the crisis of the Spanish money to which the Moroccan coins 

were strictly tied at the time.

Since the establishment of the State Bank of Morocco, on the 

contrail, the value of the Hassani in terms of francs tended to rise.

~ la r&&*w  imsnBbaR am ~~
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p Rates of the iiasaaai peseta 
in W» of

Som»t State Bank of Mwotoo: Worts to the General Assembly.

%inlmto Sad of t he Mar

1908 163.5 W.6 158
1910 %3.g 151.5
1%2 m Ito m
im 136.5 126.5 138.5
1916 130.5 123 123

During 1W~19%6 the appréciation of the Hasaani in relation to 

the franc was the consequence of a higher effectif daatod for legal 

geode tod stovioes on the part of the «franc area of Morocco*,  and of 

the relatively small increase in the su^2y of hassani currency. In this 

period the frontier of the «hassan! area" ran according to social rather 

than geographical boundaries*  the poor section of the native population, 

the farmers, the inhabitants of region# not yet occupied by the french 

still used exclusively haesani coins for their transactions. The export 

surplus of the purely haseani area, in relation to the area where both 

francs tod hassanis were accepted as paytont, tended to drain hawstois 

out of the latter area and to raise their value in tems of Vetoes*

In contrast with the moderate increase of the hassaal money which 

also Md a tow velocity of circulation, was the large increase of the 

franc supply in Morocco, enhanced not only by military «apenditures, but 

also by the expansion of banking activities in Morocco. Particularly 

important were the discount operations in Algerian franca af the Algero*  

Tunisian Bank for Report Trade, to affiliate of the Bank of Algeria. The 

latter bank, which was the Bank of issue in Algeria and Tunisia, encouraged 

the expansion of its notes in Morocco, hoping to replace eventually the 

State sank of Morocco.
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In 1%» the awpmtsion of the franc conwrtibility into goM gave 

rise in «urocco to a general rush to withdraw deposits and to sKoMnso 

notes into coins» Among the measures taken to relieve the banks of 

Casablanca of their difficulties, and to avoid a further appreciation 

of the Hassani coins, was ths granting of legal tender status in Morocco 

to the notes of the Rank of franco and of the Bank of Algeria»

area 191k until 1920 three independent currencies were therefore 

legal tender in stench Morocco*  the kassani, the Spanish and the ?W>eh 

currency» No exchange problem existed between the Algerian and the 

metropolitan francs, since a convention passed ' between the Bank of 

Algeria and the Metropolitan Treasury assured unlimited credit» in both 

currencies, as needed to maintain parity between thee» The importance 

of the Spanish circulation in the French Protectorate was continuously 

declining» The real problem besetting the monetary system of Morocco 

was then the instability of the exchange rate between the Bassani coins 

and the trench notes*

A first attempt at stabilisation was tried in 1917, despite the 

difficulties encountered by the mint office in Paris in providing large 

amounts of Bassani coins» The exchange rate of the Hassani could have 

been de facto stabilised at H.P. 12k per f^s» 100 between Javary and 

September 1917, but in October the rate had to be revalued at parity*  

The new stabilisation which was deemed to be definitive, lasted in fact 

only two years*  The failure of both attempts at stabilisation was due 

to causes different from those which had previously tended to raise the 

value in francs of the Dasani pesetas*  The boom of silver in the Undoa 

market, later combined with the fall of the franc in terms of pounds, 

raised the franc value of the metal content of the Bassani, so that at 
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the end of Soptoabar 19X7 ths silver of H.?. 110 (instead of 12U) was 

worth frames 100 and in October 1919 the metal of h'.P. WO was worth 

sawthing acre than one hundred francs. On both occasions the Min*  

tonanoo of the previously satablieMd rate was possible, because the 

sale of the coins for their metal value would haw been more profitable e .

The break of parity of the frawimsani rate in October 1919 made 

inevitable and urgent a radical reform of the monetary system of Morocco, 

a reform which had been considered since ISM. At the end of 1919 the 

franc price of silver continued to rise and it mae not possible to fore*  

cast then and at what level it would settle. Reliance m Astabilisations*  

had been so badly shaken in morocco that recovery of confidence in a 

new rate would have bean in any ease a long and difficult process. 

Msanshile the f^enc value of the hassani had doubled and so had the cost 

of living for the Buropoane residing in Morocco and for that part of the 

native population in closer contact with them.

The only solution appeared to be the unification of the monetary 

systems either on the basis of the ttosani, or on the basis of the 

Franc. The first alternative was finally chosen and a "dahir" (decree) 

for demonetising the dassani was enacted on March 19, 1990. The dahir 

provided a certain period during Which the Qassam currency would have been 

exchanged against notes of the Bank of Algeria and Mnk of Maw at M 

initial rate of one hassani per two francs. Sanctions were threatened 

against persons not complying with the dahir and persisting in making or 

receiving payments in haseani currency. The operations for the collection 

of the hMMBls were carried on by the State Bank on behalf of the 

Sultanate Government.
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At the end of the period allowed for the exchange of Hassanis 

the State Bank had in its vaults sosie 80 million hassani pesetas. 

Later, however, other considerable amounts of haesanis were confiscated 

or withdrawn at a lower rate of exchange. Certainly more than % of 

the haasani currency estimated in circulation at the time of the dabir 

of demonetisation (some H.P. 180 million) ware since then withdrawn, 

voluntarily or forcibly. The cost of the operation, including premiums 

for the cooperation of the local Moroccan officers, ran on the average 

around francs 1.75 per hassani peseta retired. The financial require­

ments were mat in part by utilising franc reserves of the Sultanate, in 

part through advances without interest of the State Bank, but mainly 

though advances in Algerian francs made by the Algero-Tunieian Bank. V

2) The Mcroecan Franc

Recognition of the notes of the Bank of France end Bank of Algeria 

as legal tender in Morocco (191k) and utilisation of them for withdrawing 

the Bassani circulation (1920) were measures which hardly could be con­

sidered in accordance with the General Act < Algeciras and the issue 

privilege of the State Bank of Morocco. The Committee of Auditors In 

its Report to the General Assembly of Mse 28, 1920, made this mildly 

critical comments "Was it (the period frat October 1917 to October 1919 

in which the hassani peseta and the franc were exchanged at parity) the

funds were available to the state Banks

Total

From Sultanate Reserves Free. 23 alllion
From Advances of the State Bank

of Morocco 29 "
From Advances of the Algero-Tunisian

Bank ______ 75 *____

Free. 127 mllUm



proper time to declare the laconvertibility of the liassent notes and 

to reestablish a uniform #crocean system based on that currency? And 

could the existing parity (of the hassani peseta with the franc) be 

than maintained at a lasting policy objective? It was not judged so.**

It is known that only at the last menant a clause was inserted in 

the dahir of March 19, 1920, mentioning the eventual substitution of the 

notes of the Bank of France and Bank of Algeria with a Franc note issued 

by the State Bank of Morocco. As a setter of fact, through all this 

period the future existence of the State Bank was itself a point under 

discussion. It seemed that the new political status of Morocco no longer 

justified a Bank of the type envisaged in Algeciras. However, since 

the dissolution of the State Bank had not occurred and its statutes were 

going to remain practically unchanged, it was necessary that the formal 

charactcrlstlos of the monetary system should be more in agreement with 

the charter of the State Bank of Morocco. It must he recalled at this 

point that since 1920 France had obtained controlling power on the Bank.

The dahir of June 21, 1920, stated that the notes to be issued by 

the State Bank would in the future be the ably legal tender currency 

recogilsed in Morocco. Other franc notes would be allowed to circulate 

only temporarily. The issue of Moroccan francs started in November of 

the same year and a decree of March 1922 declared legally terminated 

the period of tolerance for Algerian and metropolitan notes. This 

decree, however, was not enforced until the beginning of 192$*

Three separate agreements concluded about that time by the State 

Bank snowed it to booms in fact, as well as in principle, the sole 

institution having the privilege of issuing currency in Morocco. The



** 26 -

three agreeakamte of the state Bank wres

a) The convention with Utw ^oromn üswœnt of Uowaber 10# 

1%, by which the latter# inter alia# engaged itself to take severe 

seasuras in order to prevent the circulation in Branch Morocco of bank 

note» other than those issued by the State Bank.

b) %e convention of November 29# 192U# with the french Metropolitan 

Treasury# renewing for an indefinite period the previous three year 

agreement concerning the ao-caUsd "operation account  aystwa»*

c) The agreement with the Bank of Algeria, effective on January lb# 

1925# by which several controversial matters between the two banks ware 

finally regulated. Direct or indirect interference by each Bank within 

the area of monetary authority of the other Bank was explicitly precluded. 

Accordingly# it was decided that the Algero-Tunisian Bank, the correspondent 

in Morocco of the Bank of Algeria# had to be liquidated.

The system which was finally established in 1925 is practically the 

ease as the one still governing the monetary econcey of french Morocco. 

Changes within this regime which have occurred in the last 27 years 

mainly reflect parallel changes in the monetary system of Metropolitan 

franca# such as: reestablishment and then definitive abandonment of 

note convertibility into gold, devaluations of the franc# introduction 

of exchange controls# etc.

3) Be "Operation Account*

The demonetisation of the Bassani currency had solved the problem 

of internal exchange rates by giving to Branch Morocco a uniform monetary 

system based on the "franc". The creation of a bank note distinguished 

from the Metropolitan and the Algerian franc posed again the problem 

of the external rate of exchange of the new currency.
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Xr 1920 the system of the deration account wi already used by the 

Bank of Algeria and the Bank of Hada^acar as an automatic exchange rate 

stabiliser for their notes. At first it was thought possible that the 

same account opened at the French Treasury in the name of the Bank of 

Algeria, for the benefit of Algeria and Tunisia, could be utilised also . 

for the advantage of Morocco, This, however, would have meant the 

liquidation of the Bank of Morocco or its subordinatign to the Bank of 

Algeria, The final solution was the establishment of a separate operation 

account between the State Bank of Morocco and ths Preach Treasury in 

Paris.

This account,' technically known as current account So. 2007 at 

the French Treasury, serves to credit to Stance or Morocco an unlimited 

amount of the respective currencies as needed for Treasury operations 

and for compensation of periodical balance of payment disequilibria 

between the two currency areas. This in turn permits the maintenance 

of a stable exchange rate under conditions of free transferability 

between Metropolitan francs and Moroccan francs.

The balance outstanding in the operation account can be favorable 

to the French Treasury, in which case it is said to be «payable in 

Rabat», or favorable to the State Bank of Morocco, in which case it is 

«payable in Paris*.  In other words, there can be Metropolitan franc 

balances or Moroccan franc balances outstanding, In both cases the 

balance of the operation account is productive of interesti the 

rate of interest, however, is progressive only in the event that the 

debtor is the State Bank of Moresco.

Of course not all payments between the two currency areas need to 

be cleared through the operation account. First, non-banking institutions 
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ana individuals in frequent business contact with both areas can# and 

in fact do, offset part of their debits and credit» In Metropolitan 

franca against credits and debits in Moroccan franco. Second# in the 

ease of ban^, the same occurs with mgard to payments made and received 

for their am account and for the account of their customers. Third, 

in the case of the Treasury of the French Protectorate, compensations 

take place between transfers of public funds to and from the metropolitan 

Treasury, directly, as well as for the account of other public institutions 

in France and in Morocco. In addition, the Moroccan Treasury operates 

a local system of postal money orders# connected with the metropolitan 

system, to which banks and non-banking firms and individuals can have 

access. Postal money transfers between France and Morocco are also 

entered into the network of Treasury connections.

The balarto^i which are not settled in any of the ways mentioned 

above are finally brought to the State Bank of Morocco which perforas 

exchange operations for the account of its direct customers, of banking 

institutions and the Treasury. It regulates periodically the balance 

left after clearance by crediting obligatorily the operation account 

for the surplus of Metropolitan francs at its disposal. In the opposite 

case, when there is an excess of Moroccan francs seeking conversion into 

Metropolitan francs, the technical procedure for settling this difference 

has been as follower a) the State Bank of Morocco uses the Moroccan 

francs to buy at the Post Office a mernsy order payable in Metropolitan 

franco b) this item, as menticned before, la chared with other it^e 

of the treasury*  c) the balance left is brought back to the State Bank 

which settles it through the operation account^

*ee aleo te tel» reeowee «üreetly to the operation aeeooat.
We



In addition, the operation account is also credited for the interest 

arising on its balance outstanding and is debited (or credited) for the 

Mount of Metropolitan francs needed to satisfy (or in excess of) the 

minima reserve requirements of the State Bank. A part of the State 

Bank legal reserve, consisting of Metropolitan franc assets, is held by 

the French Treasury in a separate account called the "provisional account*

A few points met be further stressed: (a) the French Treasury, 

in Paris and Rabat, can utilise the operation account for monetary and 

nonmonetary operations.. i%s State Bask, cm the contrary, utilises the 

account primarily for exchange purposes, in order to assure convertibility 

at par between Moroccan and Metropolitan francs. æiy for a few other 

well-defined operations, such as the already mmtioned transfers from 

and to the provisional account Md the crediting of interest, can the 

State Bank take recourse to the operation account# (b) convertibility 

at a fixed rate between Metropolitan and Moroccan francs also assures 

uniformity between the exchange rates of the two franc notes in relation 

to all other foreign currencies, in the absence of exchange controls 

and allocations, it would thus be always possible to take recourse In 

arbitrage operations on France or on Morocco when a difference 

arose between the exchange rates of the Metropolitan franc and the 

Moroccan franc in relation to a third currency. This, in turn, would 

automatically reestablish orderly cross-rates between the two currencies j 

(c) the progressive rate of interest on the State Bank debit balance 

in the operation account was intended to be an inducement for the State 

Bank to take appropriate action in order to readjust a fundamental 

disequilibrium in the balance of payments of Moroeco, Mo analogous
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proviso w necessary in the case of a Wtropdlit&n Treasury 

debit position.

In practice the operation account remained unfavorable to the 

State Wk until 1940$ The maxianm year-end balance of 1,177 aillicn 

francs had been achieved in 1937. Since 1^0, however, the situation 

has reversed and the Treasury debit rose to a year-end peak of 

16,021 Millian francs in 1M and then decreased to 4,302 Million cm 

Dowaber 31, 1950$
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ïear»Bnd Balances of the Operation Account, 192^-19^0

(millions of francs)

192k
1925

177
199

(Payable in Paris) 
H

1926 kOB «
1927 213 «
1928 3k9 w
1929 802 n
1930 620

1931 6k8 «
1932 280 fl
1933 k99 «
193k 677 83
1935 566 16

1936 1,16k fl
1937 1,177 *
1938 1,022 fl
1939 369 fl
19k0 I,kl8 (Payable in Rabat)

19kl 2,717 it
19k2 k,627 «
19k3 V 6,122 a
19kky 9,508 »
19k5y 13,781
wy 13,661 h
19k7 15,016 «
19k« 16,021 «
19k9 10,559 «
1950 k,502 «

1/ Including the Operatic Account B with the French 
African treasury in Algier*

Source: State Bank of Morocco{Reports to the General 
Assembly.
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from 1907 tô 1920 Hass^ni silver coins» together with Spanish money» 

remained legal tender in Morocco, With the establishment of the French 

Protectorate the circulation of French money became increasingly important 

and in 191k notes of the Bank of Algeria and Bank of France were also 

recognized as legal tender,

fluctuations of the exchange rate between franc and hassani peseta 

created serious problems. The attempt to stabilize the rate at 1 to 1 

failed in October 1919 because the silver content of the hassani peseta became 

worth more than one franc.

In 1920 the hassani coins were demonetised and were withdrawn in exchange 

fir notes of the Bank of Algeria and Bank of France. Subsequently (1920*1925)  

these notes were replaced with Moroccan francs » issued by the State Bank of 

Morocco.

The exchange rate between the Moroccan franc and the Metropolitan franc 

has been maintained stable» under conditions of unrestricted inter-converti- 

bility» through the system of the operation account. This account open to 

both the State Bank of Morocco and the French metropolitan Treasury» serves to 

credit to each other an unlimited amount of the respective currencies as needed, 

for Treasury operations or for compensation of periodical balance of payments 

disequilibria between the two currency areas.
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Chapter ni» Credit 'Regulation, in & Dependent Monetary Syctm 

1) Reserve Mctuiremnta of the State- iWti , Problems and Solution*

%» General Ant of Algeeirae provided that after the second 

year of operations tM State Bank of Morocco should maintain a reserve 

equal at least to one-third of its note issue*  and that at least one*  

third of the required reserve * that is to say 1/9 of the notes in 

circulation * should consist of gold or gold exchange ("aoonaio ar*) e

Free December 1910 until the demonetisation of the Bassani currency 

in 1920, the notes issued by the state Bank mere of the Hassani type, 

convertible into silver coins. These notes never attained a considerable 

circulation and actual reserves in coins were normally several times 

higher than the minimum required. Until 191b franc notes available to 

the State Bank, being convertible into gold, could be included in the 

legal gold reserve.

After the State Bank began to issue Moroccan francs (November 1920), 

the rules of Algeciras were made applicable to the new monetary system 

by means of several liberal interpretations; presumably the drafters 

of Algeciras intended that the "complementary reserve*  * that is, the 

portion of the whole legal reserve not covered by gold or gold exchange * 

should consist of silver or silver exchange. In 1920, however, a silver 

coverage of the note» of the State Bank would not have had much significance 

any morei in fact, the new Moroccan franc, as well as the Metropolitan 

franc, was in principle on a gold standard, although convertibility into 

gold was temporarily suspended. It was logical, therefore, that ths 

entire reserve should consist of gold and/or gold exchange, when con*  

variability of the franc was resumed.
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In the meamhllet the State Bank tried to make up a "gold reserve" 

equivalent to at least 1/9 of its notes in circulation and consisting 

of gold, dollars and sterling, These assets were mostly bought in 

exchange for silver that (gradually tended to disappear from the "complement­

ary reserve".

As is shown in the following tables, the State Bank had practically 

no gold reserve in 1921 and the complementary reserve consisted of 

silver and of notes of the Bank of France and Bank of Algeria, In 1922 

the State Bank was relieved from the inconvenience of keeping those notes 

In its vaults, They were instead deposited in an account at the French 

Treasury, the so-called "provisional account", which also bore interest, 

This account, as mentioned in the previous section, could bo sustained by 

the "operation account"; when the actual reserve of the State Bank was 

above the minimum legal requirement, part of the surplus was periodically 

transferred from the provisional to the operation account.

Because of these arrangements, from 1921 to 1927 the total reserve 

requirement could always be satisfied. But only in 1925 was the State 

Bank able to establish a gold reserve above the legal minimum,

in June 1928 gold convertibility of the Metropolitan franc was 

reestablished at a new rate of about 60 milligrams of fine gold per franc;in 

September the Moroccan franc followed suit. The previous gold reserve was 

revalued upwards and Metropolitan franc availabilities became automatically 

gold exchange coverage. However, a convention between the local Treasmy 

and the State Bank "reinterpreted", or better changed, the rules governing 

the reserve requirements of the State Bank, it was provided that st
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least 1/9 of the note issue should be backed by gold and the remainder, 

up to th® amount of one-third of the circulation, by gold exchange $

From 1928 to 1936 the new reserve requirements w® always satisfied 

and the provisional account could be abolished • The complementary reserve 

included first liquid availabilities of Metropolitan francs as well as 

dollars and sterlings*  After the United Kingdom in 1931 and the U^*A*  in 

1933 abandoned gold convertibility of their currencies, these could no 

longer be included in the coeplasoentary reserve as gold exchange*  Con*  

aequently, since 1933 this reserve constated exclusively of metropolitan 

franc assets*

The maintenance of the legal gold reserve did not present any problem 

insofar as mropoHtan francs were convertible into gold*

Motes Circulation, Reserve Requirements and Actual Reserves
. of the State Bank, of Morocco»... 1921-1936  ,

(in millicnc of trance)

i t Total Reserve t i Gold Reserve i
i Requirement i Actual 
t (1/9 of clr-> Gold

(Actual
(Coaple- 
tmentary 
t RoNrw

2nd of t Metes i Requirements 
(V3 of cir­
culation)

* Total
i Actual
* Reserve

the 
. Tsar _

t Circula* i
1 . tim..... * t eolation t Reserve

1921 IM w 72 16.7 -K 72
IM 3^9 108 31.1 uà V 92
1927 U9 1» 69.7 87^ 67

3336 581 1% 218 66.6 65*1 1»
1933 5% 193 199 6W& 106.5 92
1836 221 17U 326 57.9 170,6



CWositiw of Bank tamest 1921^)6 

(In million# of fr&nos)

Complementary Reserve
:

Bad oft Gold Reserve 
the i * O!

Tear * Odd * Saehaage
: 1 . ;

»
1 
$
1
1

Silver

t 
i 
« 
t 
î

actes of the 
Bank of trance 
and Bank of 
Algeria

$ 
$
i Provision­
* al Account 
t .

$ tliquid
* tüetropo^
«Gold aa-ilitan 
i change f Franc 
$ ' - assets

W
 H

 W
 

SM
g 

•O
1O

 I

A.k 
65.6

53
42
12

19
50
55

1930 65.1
1933 106.5
1936 170.6

152.5
92 Ji

155

in October 1936 Wane®» and a few month# after Korocoo, definitely 

abandoned gold canwwrtlblliby*  Since than the State Bank hee tried to 

maintain a gold reserve equal to 1/9 of the note issue and a co^lemantary 

reserve consisting mainly of Metropolitan franc assets*

It must, however# be noted that*

a) In addition to gold# dollars were included in the gold reserve 

during the years 19&MW/*

b) The provisional account was reestablished in 1943 and since then 

has continued to be in force  In 1948-1950# however# it remained inactive 

and has constantly shown an almost symbolic balance of one million francs

*

*

c) A separate provisional account was held with the French African 

Treasury in Algier during 1943 and 1944» while Morocco was separated from 

the Metropole*
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d) A new eonwn&lan  agreed on June 30 between the Moroccan 

treasury and the State ^nk, established that the complementary reserve 

could also include liquid foreign assets as well as securities and 

discounted commercial paper in the State Bank portfolio» Accordingly, 

as is shown in the following tables, during the period 19^71950  the 

complementary reserve included, in addition to Metropolitan franc 

assets and the balance in the provisional account, the following items« 
doMarsVaince 19^8» other foreign exchange, securities, and discounted 

paper in 1%9.

*

*
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Note Circulation, Reserve Requirements and Actual Reserves 
of the State Bank of Morocco, WG-l^^O .......

(in millions of francs)

1/ Below the legal requirement.

End of 
the Tear

1 1
8 1
i Note 8
i Circulatioa g 
t t

....Total.. — 
Reserve 

Requirement 
(1/3 of cir­
culation

« 1
» Total $
e Actual $ 
t Reserves 
t . . «

...... ™........:
Reserve i

Requirement i 
(1/9 of cir-i 
eolation i

•
Actual «
Odd i

Reserve « 
i

Actual 
Complementary 

Reserve

1938 638 213 359 70.9 132.7 226

1939 1,072 357 391 119.1 148.4 243

19k0 1,895 632 654 210.6 148.4 406

19U 3,$4* 1,181 1,318 393.6 267.4^ 1,051

19W 5,529 1,843 1,954 614.3 490.3^ 1,464

19W 7,068 2,356 2,422 785.3 490.^ 1,932
19U 10,510 3,503 3,540 1167.8 490.3^ 3,050
194$ 13,167 4,389 4,398 1463.0 490.3^/ 3,908

1946 34,887 4,962 5,234 1654.1 3359.2^ 3,879
w 19,307 6,369 7,115 2123.0 1461.2*̂ 3,364
1M 24,151 8,050 9,338 2683.4 2217.71/ 7,120

1949 26,721 8,907 8,955 2968.9 2217.8$/ 6,737
1950 29,926 9,975 13,704 3325.1 3671.4 10,032
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With regard to the period 1936-19», the gold reserve requirement 

was officially considared not satisfied from 1W until the end of 1&9*  

It mst be pointed out, however, that in 191*8  the gold reserve would 

haw been above the legal minima if it had included, as in previous years, 

dollar availabilities. Moreover, the evaluation in francs at the gold 

held by the State Bank in the years preceding 1950, although legally 

appropriate, had sometimes unrealistic results*

In 1M?*1^9,  for instance, the rate applied for valuation of 

gold was bawd on the «legal» ^change rate of the dollar in taw# of 

francs*  a rate which has lost practically all significance since Sep- 

readier 19h9*  The legal rate compares as follow» with the official free 

rate and the «curbs rates

Aid of the leurs 19I&7 1A8 19k9 19»
.. ........

Official selling rate or «legal rate* us US (215) (215)

Official free ** MB AS 350

•Curb*  rate 330 5M 351 381»

The valuation of gold resulted as follows ■

Bad of

Nwber of
W# of
Hw Wd

^anco pw 
Kg. of

7ine Cold

Resulting value 
in milli ons of 

francs . -
Dollar

Equivalent

Resulting fates 
Francs per 

. . Dollar. .

1»? 5680.5 1A.O® 761.3 4392,100 119
1A8 93U.5 237.1100 M17.7 10,511,700 211
IAS 9A2.1 237 .toO 2217.8 10, 512, too 211
1950 mz.i 393.000 3671A 1O,S12, too 31»9

1/ at 35 troy ounces of gold equal one dollar*
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The example given above clearly indicates that changes from year 

to year of the franc value of non-franc assets do not always represent 

corresponding change» in the amount of gold, dollars, etc.

The reports to the General Assembly of the State Bank Board of 

Directors, and particularly those of the Committee of Auditors, always 

devote considerable space to the state of reserve requirements» This 

attention might be justified by legal considerations, but not by reason 

of a real economic function fulfilled by the legal minimum reserve»
Contrary to what Martyï/saems to believe, the legal coverage 

against the note issue cannot have the function of an exchange stabiliser» 
On this point, it is sufficient to quote K» H. DeKock t2/

«The obvious purpose of a central bank holding gold and foreign 

exchange would appear to be that of having at its disposal a reserve 

of international currency, with a view to meeting at any time an adverse 

balance of payments and maintaining the external value of its currency. 

To the extent, however, that a central bank is required by law to maintain 

a minimum reserve against Ite note issue or against both its note and 

deposit liabilities, its holdings of gold and foreign exchange is 

immobilised and not available for the purpose of balancing international 

accounts,*

pp. 137, Ito, ÜE

y ». H. DeKock. Central Banking (Louden, l%6)i p. 95.



In the cas*  of the State Bank of tn*  Amotion of «Kcisanga 

stabiliser is well fulfilled by the operation acccmnt, which is an 

IncKhauetible source of reserves, able to assure under all circumatancee 

int*r*c<mvertibility  at a fixed rate between the Moroccan franc and the 

metropolitan franc. On the contrary the assets included in the minimum 

legal reserve, at a given time, cannot be utilised for balancing inter*  

national accounts except to the extent that eventually they become 

excess reserves*  and this might happen only because note circulation 

has contracted or because previous reserve requirement# have been 

released.

Again quoting De Kock, "the case for a legal minimum reserve really 

rests on its ultimate function of compelling the central bank to aim 

at maintaining such reserve, and thus at setting a limit to the expansion 

of currency and credit and the development of unsound economic conditional 

in the case of the monetary system of Morocco, however, the State Bank 

reserve requirements do not fulfill properly even this ultimate Auction 

as "a general restraining influence and a disciplinary instrument." 

Considering the conditions under which reserve requirements have been 

working, the following conclusions can be drawn t
a) In several instances, when the application of reserve requirements 

would have forced the State Bank to contract its note issue, the monetary 

authorities of Morocco preferred to modify the relevant rules.

b) The maintenance of onethird  coverage of the note issue does 

not imply any restraining effort on the part of the State Bank at long 

as the system of the provisional account is in operation.

*



* U3 *

e) To the extent that the State Bank avail*  itself of the psraleslcn 

to include aerate of its portfolio in the cmplwmtary reserve, the 

concept of a central bank reserve is obliterated.

d) As far as the gold reserve is concerned, although it represent» 

a œil fraction of the note issue, its maintenance could perhaps haw 

some restraining influence, Howw, this requirement has been breached 

quite often.

e) The fact that the principle of reserves allies to the note 

issue but that no legal coverage is required for State Bank deposit 

liabilities, Ümit» the efficacy of the legal roecrvu^prevdeoe. However, 

in a country where note circulation represents a very large proportion 

of the total money supply, such limitation in itself does net seem 

to be owr-important.

This does not mean that there are no restraining influences in 

the monetary system of Morocco tending to prevent an unsound «scansion 

in the currency circulation of the State Bank. But these influence» 

are mostly extraneous to the legal reserw provisions. They met 

instead be found, first, in the spirit of public responsibility which 

should inspire the policy of the State Bank and, second, in the 

progressive rate of interest of the operation account. An unsound ex­

pansion of credit tends to aggravate the balance of payments position 

of Morocco and to be therefore reflected in the operation account. And 

an increasing debit balance of the State Sank in this account tends 

to cut more and more sharply into the Bank profits.

After all, it must net be forgotten that although the legal minimum 

reserve of the State Bank is not an efficient disciplinary instrument in
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Morocco, in a uber of ewntries, including France and the United 

Kingdom, this type of instrument has been completely abolished or 

indefinitely suspended.

In the case of Morocco, such a course of action could not be 

taken without entering into open conflict with the rules on the subject 

of the General Act of Algeciras. This, and the consideration of the 

psychological effect of a legal reserve proviso, explains why the formal 

principle of a central bank reserve has been maintained in Morocco, 

while its economic basis has been almost emptied of significance,

2) Credit institutif and Credit, Control in Morocco

Considering private credit activities in Morocco, it must first 

be recalled that the State Bank of Morocco, besides its central banking 

functions, maintains credit relations with its own private customers 

as wd as with banking institutions, At present, some twenty other 

important banks are represented in Casablanca, with store than one 

hundred agencies operating in French Morocco, in addition to the 10 

agencies of the State Bank, W of these banks are connected with 

or are branches of large French Metropolitan banket "banques d’affaires*,  
commercial banks, including nationalised ernes, "Caisse d’épargne*,  etc,^ 

Finally, other credit institutions in Morocco include mortgage, investment, 

savings, cooperative and pogiular banks, and with mixed functions, 

"SocKtds indigenes do frdvqyance*,  Postal Cheeks system, etc.

tke ŒE oF iKs”
on by Spanish banks 1 the State Bank of Morocco has there five 
agencies, operating mainly in the fiscal field, 

Together with French, Spanish and Moroccan banks, Swiss, British 
«ad other foreign banks also operate in the Sultanate of Morocco, 
particularly in the Intematicâml Zone of Tangier,



On the the credit setup of French Morocco can be considered 

as an overseas projection and an appendage of the Metropolitan system. 

This relationship between the credit systems of Wanes and Morocco*  

together with the facts of close trade connections and of stable inter*  

convertibility between the respective currencies, exclude the possibility 

of a real general credit policy proper to Morocco. Expansion of credit 

by local branches of Metropolitan banks is not limited by their existing 

reserves in Moroccan francs or by the credit that they cm obtain from 

the State Bank of ^crocco. On the contrary» their liquidity can be 

enormously enhanced by drawing on the central reserves of the ^etr<r 

pditan banks with which they are coMooctcd; and these reserves are 

normally much higher than the current demand for credit in Morocco at 

the prevailing interest rates of the franc area. Consequently, although 

banks in Morocco can take advantage of the rediscount facilities of the 

State Bank and keep with it reserves in the form of deposits, no completely 

independent control of credit in Morocco can be developed on that basis. 

Bach back, including tbs State Bank of Morocco, can haw their own credit 

policy in Morocco, but, so far as there is a general .credit policy, it is 

necessarily that of Metropolitan Wanes which applies to the whole franc 
areaj/

these conclusions should be somehow tempered to the extent that 

habits, imperfect knowledge of the market and imperfect mobility of 

capital resources, are taken into consideration. Under perfect conditions,

^'^e'on^e.^
"Monetary Systems of the Colonies^ a series of anonymous articles which 
appeared in the Banker in and were reprinted in .1950. 



a ahângB in te discount, rata of te 3 tat® of ^wocco in ml&ticm 

to ater comparable rates in and Moracco» would induce primarily 

a shift in th# distribution of lending among bate in Ucrooco and only 

secondarily a possible increase or decrease in the total volume of 

credit. The shift of demand fras/or to the State Bank eight have some 

repercussions in the flow of short-term loan funds between for coco and 

rance: if, for instance, comparable banking operations in erases 

become more profitable at a new lower discount rate of the State Bank, 

otte bate in Morocco instead of following the State Bank might well 

turn back funds, as they become available, to their main offices ia 

Paris.

In practice, however, there is not such perfect mobility of capital 

even between agencies operating in Morocco and the respective Min 

banks in France. On one hand, «natural” factors mte for some degree 

of localisation of credit, investment and banking activity, although 

no legal obstacles prevent the movement of capital within the franc 
area.V on the other hand, an agency, once established, must operate 

with reasonable continuity in order to maintain good relations with 

its customers and to cover at least its fixed overall costs. Consequently, 

there is no danger that a lowering of the State Bank rate below the 

Caspar able rate of the Sank of France will be followed by an overwhelming 

shift in the demand for credit from franco to the State Bank of Morocco. 

But the shift might well occur within Morocco and, therefore, local 

bate would have to reduce proportionally their discount rates in order

Chapter 12 (New York, 1?U6)
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not to loo® their local wtows. In an analogous way, in ease of 

an increase of the State Bank rate, other Moroccan bank» * apart from 

possible institutional coordination of the measure * would also be 

induced to follow suit, in view of the resulting higher profitability 

of their dperatlws. meUanoe, although partial, on the local money 

market and on the State Bank for credit accoar^odations will provide 

the Moroccan banks with further reasons for following the State Bank 

discount policy.

In concl&sicn, the discount policy will have twofold effects in 

Morocco*  coterie paribus, it will influence both capital movements 

and local credit, as it used to happen under the gold standard system. 

However, from the balance of payments point of view the result of 

these influences might haw trivial importance in comparison to that of 

capital movements determined by prospects of long-term investment, 

conaidaraticn of risk, fiscal factors, etc. is an instrument of control 

* via money supply * of the level of prices and economic activity in 

Morocco independently from the rest of the franc area, the State Bank 

policy of the discount rate can be effective only within very narrow 

limits, namely*

a) to the extent that the local demand for credit will be sensitive 

to changes in the discount rates

b) to the extent that localisation of credit will prevent off­

setting capital movements fkou/cr to Woccog

o) within the limits allowed by the cost and time neceseary to 

move real resources within the franc area, that is to say, to the extent 

that a common level of prices and economic activity within the franc 

«en cannot be achieved via trade.
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An autonomous control of the money supply in an economy largely 

dependent on external relations cannot be very effective without an 

cxchan# rate policy, As long as stability between the Moroccan hmc 

and the Metropolitan Jfranc remains the basic feature of the present 

monetary system of Morocco, the internal bearing of the State Bank 

policy can be only marginal in relation to major external influences,

3) A Ccwarative Review of ^^etary systems

Intar^cwwrtiblllty^ at a stable exchange rate, of the currencies 

of France and Morocco facilitates trade and capital movements between 

the two coantriae, it also helps to maintain internal price stability 

in Morocco as long ass a) the metropolitan franc is stable*  b) the 

operation account provides compensatory financing for possible balance 

of payments dAse<millbriai and e) trade within the franc area can flow 

unhampered

problems and solutions of this kind are not peculiar to dependent 

or teal-dependent territories in their relations with the Metropole. 

Since the end of the gold standard fully independent countries 

haw also been concerned with policies tending to maintain exchange 

stability and possibly inter-convertibility between their currencies 

and the dollar, or the pound sterling, or the currency of the country 

with which they entertain closest economic relations. The difference 

in the case of most non-self-gowming territories is that inter*  

ccmwrtibiUty at a fixed exchange rate is here determined by authority 

of the metropolitan country. Local monetary institutions in these 

territories hew no discretion as far as the fact of interchange is 

concerned. it is an accepted fact for them, while it is a goal - 
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often competing with other objoctivne * for monetary authorities of 

independent countries.

As a consequence of legal rules and monetary devices the curtw^r 

of most colonial territories is tied to the currency of the Metropole. 

This position of local currencies is recognised by different nams*  

the Articles of Agreeaimt of the International Monetary Fund refer 
more generally^/ to them as «separate currencies. = ^leee^ere they are 

called “dependent1*,  er “secondary”, or "subsidiary^, or «satellite" 

currencies. Or else it might be said that the local monetary system 

is on an external N@trop(ültaa^fNw (or sterling, or dollar, etc.) 

exchange standard that cannot be changed by local decision. The rate 

at which the exchange of the dependent currency is actually fixed is 

not very significant from the point of view of the system mechanism. 

Moeev^r, it has some psychological significance and it serves seme 

practical purposes when the fixed rate, as in the case of Morocco, is 

1 to 1.

It must also be stressed that, while most independent countries 

have an independent monetary system and moat dependant countries have 

a dependent or satellite monetary system, there is no complete parallelism 

between political and monetary status. There are, for instance, dependent 

territories each as the Belgian Congo and French Somaliland, whose 

currency is not pegged to the currency of the Metropole, although their 

monetary policy is in various ways influenced by the Metropolitan

mew
called here "independent currencies of dependent territories”. 
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country. There are# on the other hand# independent countries which 

do not have an independent monetary system*  Panama, for instance, 

and Liberia where the bulk of the circulation is in tM of U.S. 

dollars# and Cuba, where both the peso and the dollar were until 

recently legal tender*  ^oreowr, the picture is further broken down 

by the fact that (a) some dependant territories haw their currency 

pegged not to the currency of the Metropole but to that of a third 

country; and (b) that countries technically independent are induced or 

forced to tie de facto their monetary system to that of another country# 

because of structural economic dependance or for political reasons*

Ending this digression# the institutional methode adopted in Colonial 

or dependent areas to eliminate the possibility of exchange instability 

with the Metropole and to assure an unrestricted flow of payments, 

varies from territory to territory# but can be gathered under four 

main groups*

1) The currency is the earn in the dependent territory and in the 

Metropole or elee the two currencies are indifferently accepted in 
both areas ^  In this case obviously the problem of exchange dose not 

arise at all and the colonial area can be considered from a monetary 

point of view as a region of the Metropole

*

*

2) The local currency is automatically issued (or withdrawn) 

following the surrender (or utilisation) of an equivalent amount of 

metropolitan currency to (or by) a monetary authority performing only 

exchange operations  In such a case, the IQOX reserve in metropolitan*
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currency ensures the exchange of local notes at the given rate, while 

the local currency circulation expands or contracts in accordance with 

the surplus or deficit in the balance of payments of the territory»

3) The local currency is issued by a Banking Institution not only 

against the surrender of metropolitan currency but also against the 

surrender of other assets, including physical goods and debts, in Uss 

performance of normal banking operations in the territory. In this 

case, expansion (or contraction) of local currency in circulation can 

arise not only as a consequence of a balance of payments surplus (or 

deficit) but also because of an expansion (or contraction) of credit 

by the Bank of Issue. Minimum reserve requirements, if any, are always 

less than 100%. At the given rate of exchange, the eventual deficit 

of the balance of payments is usually met first by drawing on excess 

reserves in Metropolitan currency of the Bank of Issue and then through 

other means of compensatory financing, which in thia ease are provided 

automatically. In Morocco this function is fulfilled by the operation 

account.

W The fourth method can be considered as a special case of the 

third one. The major difference consists in the fact that means of 

compensatory financing are not provided automatically. The Bank there­

fore must limit its credit in relation also to the possibility it has 

of finding eventual accommodations in Metropolitan currency in case of 

stringency. If the demand for exchange of local currencies into Metrov 

politan currency proves to be larger than the reserves that the local 

banks can mobilise the system might break data, usually with the con­

sequence that tree convertibility is suspended.
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Examples for the first group arei a) the present systems of the 

U.S. territories, b) that of St. Pierre et Miquelon until 191*2,  «ad 

c) that of Malta until tier Id War H. The second group is typical of 

the British colonies and is commonly known as the Currency Boards 
system J/ The system of Morocco belongs to the third group, together 

with the system of Madagascar and that of Algeria-Tunisia up to the last 

World War. Finally, in the fourth group, are the monetary systems of 

those Branch Territories whose currency is provided by the Bank of 

West Africa, the Caisse Centrale de la Aranos d*  Outremer and now the 

Bank of Algeria and Tunisia. The latter bank is nationalised and the 

Caisse Centrale is a public institution, Given their public status, 

these two banks can expect to find accommodation for extraordinary 

needs at the Bank of France or at the French Treasury, On the other 

hand, in the case of the Bank of West Africa, which is still a private 

profit institution although subject to public controls, the ability 

to raise loans in Metropolitan currency is not always certain and in 

fact convertibility had to be temporarily suspended in 1&9 as a con­

sequence of a massive outflow of capital from French ^est Africa to 

Franco,

Apart from obvious diversities between the first two systems, the 

Mln economic difference lies in the fact that only in the second system 

is there a counterpart of the local circulation which can be invested 

in gilt-edged securities. The interest accrued from this investment,

Boards, such as the one operating in British West Africa, For 
a complete description, see*  A. Shannon.-"The Modern Colonial 
Sterling Exchange Standard”* in International Monetary Arnd, Staff 
Papers, April 1952.
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as well as the proceeds of a small commission charged by the Boards on 

their exchange operations, is transferred periodically (after deduction 

of administrative expenditure) to the revenue of the colonies concerned, 

in both systems, however, the amount of local currency in circulation 

met be "gained*  through balance of payments surpluses.

The difference between the Currency Board system and the Bank of 

Issue system (that can be -described appruximstaly as the British and 

the French colonial systems respectively) might be more apparent than 

real when tbs financial operations of the local governments are taken 

into c«sideration together with the money-change operations of the 

Currency Boards, on one hand, and with the monetary and credit operations 

of the Banks of issue on the other hand. To the extent, in fact, that 

British colonial governments can borrow funds in London at a rate of 

interest vary does to that of gilt-edged securities and invest the 

local counterpart in the colonies, the subsequent monetary expansion 

does not cost more to the Colony than it would have cost under the 

Bank» of Issue system. Until the local currency circulation remains 

increased by the amount of credit raised in London, interest paid by 

the Colonial Government and interest received by the Currency Board 

from Metropolitan investment of the loan proceeds, offset each other. 

If we assume, as a second step, that all or part of the local counter­

part of the loan will be utilised outside the colony (to import, for 

instance, capital goods from the United Kingdom), the external net 

debit position of the Colony deteriorates by that amount. But 

the same is true in the case of credit expansion by a Bank of issue



when interest is paid on compensatory financing ewntnally received. 

The difference will be that in the British case a) a metropolitan 

loan of the local government précéda the expansion of the local money 

supply: and b) the increase of net external indebtedness, after the 

second step, falls on the colonial government, In the French case a) 

the expansion of the local money supply can be caused directly by the 

Bank of Issue; b) the need of external financing arises only after the 

second step; and c) the increase of net external indebtedness falls on 

the Bank of issue itself.

The advantages of one system in relation to the other depend on 

several factors. In general it can be stated that in a territory where 

the local credit system is little developed, colonial governments can 

easily obtain credit in the Xetropols at low interest rates and their 

local investment plays an important role in the economy, Uw wry sound 

and simple system of the Currency Beards Mght be preferable, )n the 

other hand, in a relatively more advanced ectmosy, it is preferable 

to have a specialised monetary and credit authority able to influence 

the local banking system towards expansion ar contraction.

The eyspaW shown by undsrdewlgwd countries for the astern of 

the Banks of issue, with fractional reserves, is also due to the fact 

that their credit can provide directly ths financial capital necessary 

for local investment. Since, however, real capital creation in an 

underdeveloped area tends to translate itself to a wry large extent 

into an increase of imports, possibility of local credit expansion in 

a dependant monetary system rests ultimately on the actual or potential 



avaUMÜi&y of «xwmal sources of financing. Other reasons far 

profarmwa are that the Bank of Issue system allows greater flexibility 

of the mcney «wp3y> tends to favor the development of a local money 

market and prepares the country for an eventual independent monetary 

system.

At this point a last question remains to be answered. Is an 

independent exchange rate policy * briefly, monetary independence * 

preferable to exchange stability?

If we assume that the Metropolitan currency is sound and the 

territory concerned is at a relatively low stage of financial develop*  

want, the answer would probably be negative because under these conditions*

a) The importance of internal deflationary or inflationary tendencies 

to the economic growth of the territory would be 'trivial in relation 

to the availability of external capital. Consequently, the unfavorable 

affects that exchange instability might have on the flow of capital 

from the hetrupble would be more relevant than the advantages of an 

independent credit policy.

b) Since in less developed areas many costs we fixed in foreign 

currencies and those fixed in local currency are usually less sticky, 

there would be little scope for changes in the value of money in order 

to facilitate adjustments in the cost structure.

c) bepundenee at a strong currency will help to maintain the 

internal price level more stable.

When considering a territory at a higher stage of financial develop*  

meat, or when the weakness of the Metropolitan currency becomes a source 

of disturbance for the whole monetary area, monetary independence might



become mom or less üMirabla for time territory canceroad, depending 

on a coMpmratlv*  appraisal of tw different factors.

yfaotlonal reewve requirements haw never exercised a strong 

restraining infinense on th® note issue of the State Bank of Morocco, 

because of liberal interpretations of the legal provisions on the 

matter, availability of special credit facilities from the Metropolitan 

Treasury (provisional account), and recently authority to include 

Moroccan assets in the Bank portfolio as legal cowreg*  of the note 

circulation.

The main instrument available to the state Bank for the octroi 

of the money supply of Morocco is the disc mat policy, As under the 

gold standard, changes in the state Bank rate have saw influences on 

both external capital mowamnW and on local credit. However, as an 

independent instrument of credit control, the discount policy can only 

have marginal effects in relation to major external influences, as long 

as capital and trade can move unhampered and exchange stability remind 

mandatory within the franc area, Under these circumstances, the economy 

of Morocco is meh more affected by the general credit policy applicable 

to the whole franc area than by some independent courses taken by the 

State Bank of Morocco,

In comparison with othwr dependent monetary systems, particularly 

the system of the Currency Boards, the trench system of Banks of Issue 

with fractional reserve requirewnts allows mors flexibility of the 

money supply and some independence from shifts in the balance of payments.
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However, in territories where real investment largely depends on 

external sources of supply, the possibility of local credit expansion 

ultimately rests on the actual or potential availability of external 

sources of financing*

Some discretionary authority on monetary matters and eventually 

complete monetary independence become desirable when the credit and 

financial structure of a territory roaches a higher stage of development*
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Chapter n. Paiieias

1) Campoeltiw and of the

Th*  composition of the money supply of french i^oroooo, as resulting 

from the table below does not correspond exactly to the definition of 
the International Monetary FündJ/ The concept is broadened to include, 

as monetary liabilities of the system, also time deposits held with banks 

and the Caisse d» épargne. In this particular caeeg/ and for practical 

purposes, it was preferable to treat these deposits in the same way as 

demand deposits. Deposits held with the General Treasury presumably 

belong to public institutions not concerned with monetary management and 

could therefore be included in the money supply. Other minor discrepancies 

from the usual definition, ouch as the inclusion of currency held by banks 

and the local Treasury, are due to the lack of appropriate statistical data

The ratio of currency to deposits, which was almost 1*2  at the end of 

1998, went up wry close to unity during the war period (1939*19^)  and 

fell again to 1*2  and then to 1*9  during the postwar years (15^6-1950) ♦ 

Total nosey supply increased by sixteen times during 1939*191*5  and four 

times mm during 191*6*1950,

These two periods present quite different characteristic», war 

financing and development financing being respectively the main objective*  

pursued. The causes of monetary expansion also differ substantially*  

the main expansionary factor during the war was the balance of payments 

surplus of Morocco and the consequent increase of cash assets of the 

monetary system, while in the postwar period the main factor was the 

increase of bank lending.

asBroa;-------------
In Morocco both time and demand deposite are productive of interest and 
time deposits can de facto be withdrawn on demand.



I

88
I

A
sm

ai
m

 
de

 la
 &o

n*
 fm

^a
ie

e d
u ^

ar
oc

, l$
k^

$
A

n^
ai

re
 ë&

at
ie

tl^
ie

 d»
 la

 rk
w

x»
 d*

 
*

Bu
lle

tin
 M

en
su

el
 de

 St
at

isl
iy

je
 d* ̂

Ju
tro

^e
r - S

ep
te

z^
nr

 - j
ct

ob
er

 19
51

 
(%

e i
nt

er
pr

et
at

iv
e n

ot
as

 re
fle

ct
 the

 un
de

rs
ta

nd
in

g o
f th

e w
rit

er
)



- 60 -

Since September 1939 axchaaa*  control has bean in fan*  in 

^araœOf as wU as in franca^ in relation to countries not included 

in the franc area. Within this group, on the contrary, the principle 

of unrestricted payments and trade remained practically unchanged. 

Once -the necessity of an effective exchange control for .^tropdlitan 

%an6c was admitted, the alternative solution * the maintenance of 

free payments between Morocco and countries outside the franc area - 

would have implied payments restrictions between Morocco and countries 

of the franc area. One way or the other, the principle of complete 

free trade recognised by the General Act of Algeciras could not be 

honored under the new circumstances.

foreign exchange control became applicable also in relation to 

payments between French Morocco and the other two sense of the sultanate 

in Spanish morocco the Spanish currency had been recognised as the only 

legal tender since 1936, and General Franco's Government bad already 

introduced its own exchange control on payments with other areas of 

Morocco. In the International Zone of Tangier the Moroccan franc was 

the only legal tender from wccembor 1936 until 19kO, when the sons was 

occupied by Spain and both the Moroccan from and the local Spanish 

peseta were recognised as legal tender. Exchange rates between these 

two currencies fluctuated and were determined, as were other rates, by 

the free market.

Under the French exchange control system, foreign exchange received 

by the Exchange Office of French Morocco is held in deposit with the 

State Bank of Morocco. Its release and utilisation is subject to the 

authority of the Central Change office in Faris. The latter office
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buys or sells foreign exchange from or to the local exchange offices 

< the franc area by crediting or debiting to them an equivalent mcwnt 

of âætrapalitan francs*  The final allocation of foreign exchange re*  

sources to the différât territories of the franc area should be in 

accordance with the respective needs and their recognised order of 

importance*

from the beginning of the war external trade relations of Morocco, 

and particularly imports from France, decreased substantially. In 

November Morocco was completely cut off from the MstropOla and 

its econesy was oriented towards the Allies and the territories of free 

franco. The administration of the State Bank was taken over by the 

Moroccan Govwwnent until the end of 19ttli*  monetary conventions between 

the state Bank and the breach North African Treasuxy replaced tamper*  

arlly analogous conventions previously agreed upon with the Metropolitan 

Treasury*  After the liberation of France the economies of Morocco and 

of other French Overseas Twrritoriee me gradually tied a^dn to the 

^tropolm. The law of December 26, l^, acknowledging that differences 

in price levels had developed during the period of disrupted relations 

within the franc area, gave new parities to the local francs of two 

groups of dependent territories. The Moroccan currency, however, as 

well as the currency of Algeria, Tunisia and of the "Departments d’Outre*  

Mor" in America# was maintained at parity with the Metropolitan franc.

All though the war period (1939*1^),  the increase of the money 

supply of french Morocco was determined mainly by surpluses in the balance 

of payments*  Military expenditures made in Morocco by the French Metro*  
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politan Gcnremaentf at first, and then by the French Committee of 

Nat Imai Liboratim and Ly the Allies, resulted mainly in an increase 
of Metropolitan franc assets of the State bank of Morocco,!/ and in a 

parallel increase of its local liabilities in the form of notes or deposits,

A second factor, of comparatively minor importance, which tended to bring 

about an increase in the money supply, was the purchase by banks of 

Moroccan Treasury Bonds. These bonds were first issued in 19h0$ the 

portion held by banks (which can be presumed to have given rise to an almost 

corresponding creation of bank credit) and the total amount in circulation, 

are shown in the following table:

1/ The American authorities disbursed dollar funds to finance their 
military operations in Morocco and the Stat® Bank provided in 
exchange Moroccan francs at a rate of 50 francs per dollar since 
February 19M*  The dollar proceeds, with the exception of a small 
amount which was utilised later to complete the legal gold reserve 
of the State Bank, were turned over to the French African Treasury 
which credited the State Bank for an equivalent amount of Metropolitan 
francs. (See on this matter: rr,S. Treasury Department. Preliminary 
Draft Report on Certain Financial and Economic Warfare Pr^lew '

l^), p*  55 IS 'foiling)?
were made with the British authorities, the rate of exchange being 
200 francs per pound.
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(smlMl v&hw In < francs)

Total Mamt in
Circulation

Mount bald by
WM 1/

g/
(16,CM) 1/

XM 6b n,a.1914. 2,1X0 n,a.
W 11, U2 2,01i8
1910 6,921 11,661,
IM 7,606 6,186
IM 12,926 7,k3k
IM 27,W 16,938
W 30,M 20,853
1M 110,1.62 26,025
W 31,595 n.a.

V Including State Bank W Morcecc. 
y Excluding State Bank < Morocco,

Swœi Sans a» table en psg» ^9.

During the war period» the additional purchasing power available in 

Morocco could not translate itself into new investment and increased 

imports, physical bottlenecks kept down local production, with the 

conséquence that the increase of «may supply was reflected partly in 

a rise of prices, particularly intense in the field of real estate, 

and partly in an aecuanlatldn of idle balances, as well as in early 

repayment of debts in the'private sector.

Under these conditions, it is not surprising that bank lending 

to business remained practically at the same level free 1939 until 

the end of W»
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The principal monetary data available for the period 193^1950 

are brought together in the following table# The last column on the 

right shews the amount of the money supply, whose composition has been 

previously explained# The ether columns show the principal elements 

of its counterpart, the assets of the monetary system# The totals 

for the assets shown in the table roughly correspond to the figures 

for the money supply, or monetary liabilities of the Moroccan system# 1/

1/ The amount of local currency held by the Moroccan Treasury and by 
credit institutions should be subtracted from the figures of the 
money supply shown in the table# The counterpart of this adjusted 
money supply should consist of the assets already reported in the 
table, plus or minus the following items appearing in the balance 
sheets of credit and monetary institutions operating in Morocco:

plus# (a) other foreign exchange holdings of credit and monetary 
institutions ।

(b) earning assets of the Postal Check System and Caisse 
d’Epargne.

admet net worth of all credit institutions (capital, undistributed 
profits, special reserves, etc.)

plus, or minus* net near-monetary assets, or liabilities (book value 
of buildings, miscellaneous accounts, etc#)

(See on this subject*
(Chicago, l^y



morocco! Daterainant» of the Money Suppôt
Principal Gaan and Earning WseM of the Monetary System

(aillions of francs)

fed of Earning Aasewi
the fear Cash Assets Landing of Min Banks

To Qafomt. To Business ■ Total Bonny Supply (groes)

A B a A / 8 / C
D38 - 663Î/
1339 32
W> 2,072

n,a. 
n^, 
n^.

n.a. 
n^e 
n.a.

• ee

• ••

1,798
2,658
8,353

IM li,035
IM 6,581
IM 8,%
IM 13,01*8
IM 18,179

n*.
2,529
8,908
6,321
7,788

718 
1,117

988 
1,098 
2,805

10,227
18,880 
20,863 
26,368

7,780
11,815
17,261
22,996
29,658

IM 18,295
IM 21,057
IM 211,326
IM 17,101
1950 16,883

17,897 
23,069 
31,718 
w. 
n,a.

5,662 
U,887 
23,592

n*.

81,878
55,593 
79,636

• ••
• ••

86,673
60,188
82,320
91,378

116,900 (eat.)

V Including State Bank of Morocco, 
y Met liability.

5)' task as'eets iacladoi claims (/) or liabilities (-) of the state Bank of Morocco 

on the cperatlen account (see taW»e on page 31)# plus assets considered as State 
Bank reserves (see table m page 3p), with the exception of "bills receivable» 
and "securities" included in the reserves during 1WMÆ50*  Kxaaplst

Bnd of 1950 * Operation account / k#502
Reserves / 33>M
Securities included in

reserves , 1,323

Total 16,883

(B) landing of Min tank to gewnant includes! bank holdings of Moroccan Treasury 
Bonds and Equipment Bernds; other credit provided by banks on demand of ths 
Protectwata Oovemmnt. -

|C) landing of main bank to business includes aU oUmr items made by the main 
banks operating in Morocco,

hwess of Data* Sea table on Page 5P.
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the of pease ecnditlwe*  the revival of

external trade relations and the rapid économie development of French 

Morocco# significant changes occurred in the determinants of the money 

supply*  The data for 1916-1950 indicate# on one hand, a further increase 

in the money supply, and# on the other hand# additional bank lending 

to government# contraction in the cash assets of the monetary system 

and a strikingly sharp increase in bank lending to business*

The money supply increased on the average by one-half per annum 

during 1939-1915*  lb the period 1916*3950  the rate of increase slowed 

down to approximately one-third per um*

The balance of payments# which had been the main expansionary 

factor during the war# worked# an the whole# as a contractive element 

in the postwar years*  The value of the trade deficit increased# the 

reason» being mainly higher volume of trade at higher price» rather 

than a decrease in the physical volume of exports in relation to imports*  

Some increase in the value of the monetary system cash assets still 

took place in 1916# 1917 and 1918, due to an exceptionally high inflow 

of private capital into Morocco and also to revaluation of gold and. 

foreign exchange assets in Was of francs. These gains ware more than 

wiped out by the huge balance of payments deficits of 1919 and 1950.

The level of bank landing to business# which hardly increased during 

the war years# rose ten times during 1915*1918  and was probably the 

only w^or «xpanslonary factor during 1919 and 1950*  Medium term 

loans were particularly important*  Since 1916 the State Bank of 

Morocco has been authorised to operate in this field*  It provides
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odiw Um Immi to public and canirpublic entarpriaes» It 

also «tends rediscount faeilitiee fer «diuM tar© credits provided 

by other banks in accordance with the @eneml dc«lopaunt plan of 

Moracco.

Another «psnsiannry factor in postwar years» as in the w years, 

was bank lending to the local gowwst in various forms, in 

the min mot of gowammeit borrowing see the financing of public 

dewlaps#nt projects, y

y leng WN Treasury Bends, ' issued in l^k and were for the 
purpose of financing develqpmnt progrsas as coon as conditions 
would haw permitted their implementation. Since 1M the «crozcan 
Ocwmaent issued also special 3quipmant Bonds, repayable in fear 
years, at 3*1^  (discount basis) per annum. The total of out*  
standing loans to the govexwmt by be*  of Morocco was camposod 
as follows, in the period 1M&"19L3#

Treasury tads

^uj^aent tads

Other landing

lot .... .....................
W 1MB

(nillima of tai)

7k% 16838 20853 26025 16M
** ** 720 1372

77% W7 (WB 31718 •••



- 68 -

Summary Tabla
Breach ^crocco * coaponanta and Dateroinanta of the 

MW Supply in Percentages of Total g<w Supply (^rw.)l 1939-19#)

Sourcee Table* ca page# 59 and 65$

M <if5K- 
ïaer

................ Gnapawnâtà. ........... 1 Waràdn&nta .
OwNwy deposits Wal Cash 

Asset»
Bank ^ndh 

Gcwnsent
)g t»$ „ 
malms*

Total

1938 35 65 100 * 37 n.a$ n#a$ $ee

1939 w 60 100 1 n$a$ n.a. eee

19110 iik 56 100 hB n$a$ Me • ••

xm k6 A M0 a n$a$ 9 eee

1%2 kB 52 100 58 22 10 90

19ÎÛ u a 100 to 28 6 a
19M& M a 100 57 27 5 89

w kb 56 100 61 86 8 96

w 3% 68 100 39 37 12 89

w 32 68 . 100 35 38 19 92

1W 89 71 100 30 39 29 97

w 29 71 100 19 Me M$

1SS> 86 a M0 a Me eee
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2) Affecting the .^ywMy IW^ JiQco

In the previous section mention was made of the balance of payments 

of Mcroocc with regard to changes in the cash assets of the monetary 

system. An attempt will here be made to bring together the available 

data and to evaluate the order of magnitude of the principal items 

determining surpluses and deficits in the balance of payments.

The accounts between French Morocco and the rest of the world 

haw many characteristics in ccaawn with a regional rather than an 

international balance of payments. The definition of resident east 

necessarily be broadened in relation to that usually adopted!/ for 

strictly international accounts. For instance, branches of French 

firms operating in Morocco are considered as Moroccan institutions, 

and a transfer of funds by a French resident from his deposit account 

with a bank in Paris to his deposit account with an agency of the 

same bank in Casablanca is simply treated as a flow of capital from 

France to Morocco, no statistical account being taken of the equivalent 

increase of Moroccan liabilities to France.

The heading "residual" or "errors and emissions" in the following 

table merits some special comment. The main transactions affecting 

this item aret

a) Current official payments to Morocco for personnel and 

material.

V Smet Balance of Faymanta Twarbocka of the International Monetary 
Nnd.
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b) Official grants and loans, excluding compensatory financing, 

but including special official financing for development 

purpose®»

e) Mvats capital mwasnts»

Secondary importance met normally be attributed to the net debit

«r credit resulting from other transactions such as these under «Trawl*,  

«TourimP, etc. Finally, errors are likely to arise particularly as

a ctmeeqaenee of the inaccurate system of customs valuation.
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In the period 1^39*1^5»  financing of sill tory and other publie 

expenditure la Morocco by the French Metropolitan, France Libre and 

Allied Governmente was by far the moot important factor making for 

the residual, Private capital movements, on the contrary, were of 

secondary importance, except perhaps in 1939 and in 1945. Offsetting 

factors were*  the floating of Metropolitan Treasury Bonds in Morocco 

during 1939*19^01  the borrowing in Morocco of the National Committee 

in and the issue in 1^3 of a special African loan for France, 

of which frs, 1.5 billion were subscribed in Morocco, In 1941, local 

financing of public expenditure was particularly high in relation to 

extawal public financing.

In the postwar period 19^5*1950  private capital inflow into 

Wooco were the min factor asking for the large residuals, Public 

metropolitan financing of the Moroccan development plan was considerable 

only in 1949-1950: In theme years it amounted respectively to frs, 

10,) billion and frs, 13,9 billion. The net inflow of private capital 

from France into Morocco was mainly for direct investment, However, 

short-term capital movements of a speculative nature were also important, 

particularly in 1948, Flints of capital towards Morocco were originated 

by rumors of a possible appreciation of the Moroccan franc in relation 

to the Metropolitan franc, in October 1948 the proportion assumed by 

these speculative movements induced the French Government to introduce 

controls on transfers of funds to Morocco, Wee controls were abolished 

in February 1949 when some reverse movements started to take place. On 

the whole, however, capital tends to flow to Morocco in larger amounts 



whenever tha ^tfapolitan franc gives »l@m@ of we^cnosa or the Inter*  

national situation deteriorates • Long-term capital aownente towards 

Morocco are induced not only by genuine investment opportunities, but 

also by the lighter taxation in Morocco in relation to France, expectation 

of better protection in case of a aajor war, and c^isideration of possible 

access to the free market of Tangier.

The importance of private Metropolitan investment in Morocco is 

illustrated by the period 1%9*1#0  during which probably am than 

one-half of the trade deficit of almost fra*  100 billion was financed 

through the flow of private capital to Morocco. «Hot money» movements 

were not considerable except, presumably, after the outbreak of 

hostilities in Korea. Moroccan receipts due to current public expenditure 

of the Metropole, such as salaries of French officers in Morocco, 

maintenance of troops, etc. probably were equivalent to other net 

payments by Morocco on service account. Other offsets of the trade 

deficits were Metropolitan public financing of the investment programs 

and liquidation of official reserves, which amounted respectively to 

one-fourth and one-fifth of the trade deficit.

The reserves utilised were primarily the credits of the State Bank 

in the operation account which declined during the two years 1^9-1950 

from fra. 16 billion W fra. W billion. Data for 1951 are not avail­

able, but it is possible that the construction of the American air bases 

in Morocco has stopped the drain on the state Bank reserves and perhaps 

caused again a surplus in the Moroccan balance of payments.
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tack of statistical data does not pennit a presentation of balance 

of payments of Morocco by currency areas > showing to which extent Morocco 

has been a source of or a drain on the franc area pool of foreign exchange 

reserves » Only in general terms can it be said that during the war period 

payments by the Allies in Morocco gave rise to net dollar and sterling 

receipts; and that in postwar# on the contrary, Morocco had net deficits 

with countries outside the franc area# particularly with the United States 

The deficits were covered through release of foreign exchange available to 

the Métropole# including dollar allocations under the European Recovery 

Program,

The following table shows the pattern of trade of Morocco by major 

currency areas for the years 19^6*19^0.
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French Morocco - Composition of External Trade by Areas

19116-1950

(millions of francs)

Countries outside the franc area Countries 
of the 

Franc Area
All 

Countries
hollar 
Area Other Total

Imports

1946 5,211 1,691 6,902 10,626 17,529
1%7 7,201 3,M*5 10,666 22,737 33,383
191»8 13,696 11,165 26,861 50,030 76,891
W 20,306 12,579 32,887 70,636 103,321
1950 20,191 16,579 36,770 78,663 115,223

Exports

19&6 210 2,526 2,736 7,659 10,395
1917 303 3,797 h,ioo 16,222 18,323
1918 1,352 7,1*61 8,793 28,639 37,232
191*9 1,391* 20,331» 21,728 31,788 53,516
1950 1,391» 36,133 35,527 30,876 66,403

Trade Balance

191*6 -5,001 / 836 - 6,167 - 2,967 - 7,134
191*7 - 6,898 / 353 — 6 >545 - 8,535 -15,060
191*8 -12,31*1* - 3,726 *16,068 -21,591 -37,659
191*9 -18,913 / 7,756 -11,159 -38,666 -69,805
1950 -16,797 A7,556 - 1,263 -67,587 -68,830

Sourdes: See Table on page 59
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It is obflou*  that changea from iw to year in tha amount of traw 

actions axpraawd in franca do not necessarily reflect «real” changes. 1/ 

Stability of the Moroccan franc in relation to the Metropolitan franc 

does not also mean stability in relation to the dalMr, the sterling 

pound# etc. or in terms of a given quantity of goods and services, as 

lung as the respective value of the Metropolitan franc varies.

The min changes in the rates of the Metropolitan and Moroccan

franc in relation to the dollar and the pound sterling were the followingt

Value of tM Dollar and Pound sterling in Terms of jYanos,. 1^204% 

(Prevailing official rates)

tomes per 
„ 4oUaf .

Francs per 
sterling

19» 16.88 59.78
IM 126.213
1936 10.15 166.0k
1939 63.80 176.625
1M2 (KcveaMr) 75 300
1^3 (February) 50 200
19^ (Deoewher) 119 680
1A8 (towy) 86k
IM (October) 27: 1062
19U9 (OetMwr) 977

chafed as foliose in 1S3P*1W i

(1938 « 100)

I960 1961 1962 19& 1966 19U£ 1^ IgjS

Export# 93 62 38 k6 32 66 77 127 169 201

Imparte M3 116 58 :7 61 66 119 197 260

Souree* la, au karoo, 19h7*19W.
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In the period 1920-1939 adjustments of the exchange rates of the 

franc in relation to the dollar and the sterling were primarily the 

consequence of world wide economic and monetary phenomena; the great 

depression of 1929, reestablishment and abandonment of the gold 

standard, competitive depreciations, etc. On the whole, however, the 

franc was a relatively strong currency and, therefore, the tie of the 

Moroccan franc could only be considered as an advantage and a source 

of stability for the economy of Morocco»

Wartime inflation ws accepted in Morocco as an inevitable evil» 

The devaluation of the African franc, agreed upon in February 191*3  by 

the Government of France Libre with the United States and Great 

Britain, still over-valued the Moroccan franc In terms of purchasing power 

parities and of prevailing black market rates» In a period of inelastic 

demand, during which military needs and physical possibilities rather 

than prices determined the volume of current transactions, over-valuation 

of the franc could only be to the advantage of Morocco» However, the 

return to more realistic rates, after the end of the war, resulted- in 

increased hardship»

The monetary reform of December 26, 19b5 disappointed the hopes 

of those in Morocco who thought th# would be able to buy new equipment 

in the dollar area at the previous low rates of exchange, and to sell 

their products to France at the actual high prices. The opponents of 

the devaluation, overlooking the foreign exchange and particularly the 

dollar problem of the franc area, found supporting arguments in the 

fact that; (a) during the war Morocco had considerable net receipts
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ta hard «umncgr» W (b) that tM of a «a otbw m*mbar@  of

Un franc area had not Wan dawlwd ia th© sum proportion as tN 

Metropolitan franc»

The fdHoaring oa valuations of the franc ta January and üctobar 

1%8 and ta April and Soptanber 1^9 m bound to ralaa similar cooplatata 

and critictass» A© a Mt ter of fact# the witietaM aaawd to pat tM 

bias» for price increases in orocco on the devaluations j while it 

would seen mors logical to blase the inflation which spread from Franca 

into the franc area, and to consider the devaluations as a necessary.. 

conséquence, Area the - viewpoint of Morocco the need for a proper 

rate of Mchmw, tending to equilibrate payante and receipts in the 

external accounts, is not self-evident because the system of the 

operation amount provides ths country with theoretically unlimited 

compensatory financing, and the availability to Morocco of hard 

currencies A# net determined by cerro^cndtag earotags of &©rccco 

alone.

Similar to what happens within the same national territory, the 

spreading of local inflationary and deflatiemry trends over the whole 

franc area is a structural consequence of the fact itself that the 

area is a monetary and économie unit. My attempt to insulate a single 

territory from unfavorable devetapmente in other parts of the area 

must necessarily tend to break or undermine that unity,

The relative changes in the price lewis of France and Morocco 

in the period*  iyip-1^1 and 1^5*19^0  (when ths oomomta relations 

between the two countries «are not cut by reason of war events) are
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illustrated by ths following tabla • The imperfect parallelism between 

the two series of price indices can be explained in part by time lags 

and changing costs for moving goods and economic resources between 

the two countries, Sut another important cause of discrepancies must 

certainly be the different statistical composition of the two indices, 

which makes the two series only very roughly comparable*

TTO

See Tabbs on pagein

Undices) 

Wholesale Price , Indice» Money Swly.........
hranoo ' Karocco France Morocco

(Paris) J/2/2Z ¥
(Average of the Year) %nd of the Year)

1938 
1939 
W 
Ito

MO MO
MO MO ... 147
132 130 ... 2W
163 216 ... 432

Ito 
Ito 
ito 
ito 
ito 
1950

358 450 527 1,647
619 801 6M 2,596
945 1,326 872 3*345

1,629 1,996 1,139 4,578
1,824 2,091 1*424  5,082
1,971 ... 1*625  6,494

V Source» d» (WUi' ï»? -"W.....
2/ source i Annuaire Statistique de là Zone g»an»aïse du Maroc, 1%9 (index 

of 70 cowsoditles)
3/ Source: IMF International Financial Statistics

The indices of the money supply for France and Morocco In the table 

above contrast sharply with the similarity of price changes in the two 

countries*
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Expressed in the money supply of Franco apjr«imtely

doubled during the period 1939^19% while that of Morocco increased by 

eight times. The fact Wat in Morocco the percentage increase of the 

money supply was four times higher than in France, while the ratio 

of the respective price levels did not change substantially, testifies 

primarily to the rapid development of Morocco during the twelve year 

period.

3) Ability of the Monetary ^ysbea te Cope with the Economic IWquiremsnte

"The goal of our economic policy in the colonies must be the 

developaent of the productive potentialities of the overseas territories 

and the increase of their wealth, in order to assure to the Africans 

a better life...*  In these terms was expressed the final recommandation 

of the Conference of BrassavUle ( January-February 1^). ■

Be object of this section is to appraise the extent to-which 

monetary system of french Morocco has been able to serve that goal# 

which are the advantages and which are the shortcomings of the system 

in view of a rapid and well balanced development of the country.

The tie between the Moroccan franc and the Metropolitan franc, 

as long as it remains firmly established, eliminates exchange risks 

and facilitate® the flow of trade and capital between francs and Morocco. 

The advantages Morocco derives from it are important in view of the 

following facts»

(a) external trade is essential to ths development of Morocco; 

and France, for historical, geographical and economic reasons, is the 

major trade partner of Morocco,
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(b) Several factors make for a net flew of private capital from 

France to Morocco, under unrestricted conditions •

(c) Local savings of Morocco alone are not sufficient to assure 

a reasonable rate of development to the country*

In relation to other systems which also assure inter-convsr t ibility 

between the local currency and the getrcpblltan unit, s^h as the Currency 

Boards, the system of the Bank of issue presents some additional advantages 

It aile*»  mare elasticity in the money supply, by making the currency 

circulation not directly dependent on the balance of payments. It was 

pointed out before that, assuming perfect mobility of capital and 

resources and stable exchange rates within the franc area, it would 

be impossible to conceive of «y general credit policy proper to 

Morocco. Since, however, the first aseumption la far from being realised 

some room remains for local monetary management at the margins of the 

general policy adopted for the whole franc area. m promoting expansion 

or contraction of the money supply, the state Bank of Marasco normally 

cooperates with other banks and the Government, the principal aim being 

that of moderating local fluctuations and of smoothing the effects of 

external disturbances. The State Bank also plays an important role In 

promoting the development of an active money market, in mobilising local 

savings and channeling credit Wo the most desirable investments*

The third link of the system, which allows franc inter-convertibility 

and some independence of the currency circulation from the balance of 

payments, is the operation account*  The automatic compensatory financing 

provided by the system glass more assurance of continuity in the
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WWwWtloR of development plans In Ktwoeoo. Finally, the amount 

of foreign mxch&ngs allocated to kcrocco for its import needs outside 

tte Ammo area is normally MgW than the carrasponding earning*  of 

the country or, at least, than those gained through current trade transactions 

Tte min cause of recent complaints on the %art of Morocco about 

the working of the monetary system stems out of the postwar weakness of 

the Aww.

The monetary and economic ties of Morocco with France allows the 

spreading and dampening < local oeonoais fluctuât! ssa. Thia fact 

assures more stability to Morocco when its economy would tend to be 

less stable in relation to the rest of the area. But when the source 

of dlaoquilibrium is mainly outside Morocco, as :' mams to have 

be the mm in the postwar period, the country met ^am the aaterml 

disturbances. And while the spreading of inflationary or deflationary 

trends which originated in Morocco pass almost unnoticed into the rest 

of the Aww area, the larger proportions of the ecentey of France mate 

the diaterbames Arcs this source a factor of primary importance for 

the Branch overaoaa territcrise.

The system of the Bank of issue ^roseate the disadvantage * if 

we may call it so * that it does not absolve the monetary authorities 

of French Morocco Arum the responsibility of policy decisions. It is 

a mere refined instrument in ccapwiscn to the Currency Boards System, 

and it is preferable for relatively developed colonial economies, such 

as that of Breach teroece. Ute all refined instruments, however, it 

mast be handled by export hands in order to produce good results.
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Finally, th® liberal system of the operation account necessarily 

implies, as its counterpart, a high degree of direct control on the 

part of France over the economy of Morocco*  In the British colonies, 

in contrast, a more rigid system of monetary dependence allows a higher 

degree of decentralisation in formulating local economic policies*

Suggestions to modify the present monetary setup of French Morocco 

have been advanced from time to time by the press and certain groups 

in Morocco. Political considerations are not extraneous in the for*  

mulation of the different solutions proposed, which range from the 

suggestion of a simple change of the rate of the Moroccan franc in 

relation to the Metropolitan franc (décrochage») to that of complete 

independence of the kcroecan monetary system with direct or indirect 

implication of political independence*

A change in the exchange rate between the Moroccan franc and the 

Metropolitan franc is a delicate operation which must be used with 

caution*  The change# in fact# not only creates some immediate problems, 

but it can also give rise to the expectation that the operation might 

be easily repeated or reversed in the future, thus endangering the 

confidence on the stability of the rate*  The large outflow of capital 

from French Wat Africa in 1^, due to rumors that the local franc 

would be brought back to parity with the Metropolitan franc# is an 

illustration of these dangers*

A definitive break of the Moroccan Arano from its peg with the 

Metropolitan franc is a solution which has more far reaching effects 

than asms of its proponents have envisaged*  Such action would necessarily 
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result in the abolition of the operation account and ths exclusion 

of Morocco from the franc area system, with the eonae^ionee that private 

capital aoraaents between France and Morocco would be restricted and 

that the liorocean monetary authority would have to face directly the 

problem of the international value of the currency.

Without the full contribution of private French capital the rate 

of growth of the a&oreeoan economy would fall drastically, unless public 

loans and grants of France to Morocco were not only continued but in*  

crossed or some other foreign source of financing could be tapped, 

free the standpoint of price stability, the independence of the Moroccan, 

franc, if conceived as a remedy against the apreadi^ of the Metrepelitaa 

inflation, might well prove to have worse affecta than the illness 

itself.

In the present situation the economic advantages that Morocco 

derive# from its monetary dependence seem certainly greater than the 

relative disadvantage*.  Staid a complete change in the economic and 

political position of Morocco take place, the terms of the problem 

might be radically different. Or else the economic cost of monetary 

independence might still be considered as a fair price paid for political 

independence. On both subjects economic analyst» has little to say.

SUüüW

During 1939-1950 the money supply of french Morocco increased by 

sixty-five times. The main expansionary factors were balance of payments 

surpluses during the war period and bank credit in postwar.



During 1939-1916 balance of paywmis aurpluMs wre mainly the 

coma^enca of foreign military expenditure» in Morocco, in 1916-19^0 

a large deficit in trade account was financed primarily by an inflow of 

private Metropolitan capital and, to a less extent, by Metropolitan 

public aid for development and by drawing on previouely accumulated 

reserves.

in 19^0 prices in Morocco, as well as in France, had risen twenty­

fold from the average level of 1939. In real terms, therefore, the 

Moroccan money supply had expanded ^prwiaabely fourfold; this testifies 

amlnly to the rapid growth of the ecaaoagr.

Such a rapid economic development would not have been possible 

without the peacetime contribution of private French capital and its 

channeling into productive investment. This inflow of capital is deter­

mined not only by genuine investment opportunities, but also by light 

taxation in Morocco in relation to France, expectation of better protection 

in case of a war in Bur ope and by strictly speculative motives. The 

abundance of financial capital maintains relatively low interest rates 

in Morocco and favors the economic development of the country.

Since 1N6, the main reason for complaints on the part of Morocco 

has been the spreading of inflation from France into the rest of the 

franc area. This is a structural consequence of the fact that the area 

is an economic and monetary unit. A break of the monetary link could 

insulate Moresco from inflationary trends originated in France. But 

this measure would necessarily be followed by restrict! one on capital 

movements from France to Morocco. Would Morocco than be able to maintain 

its present rats of development without other new sources of external 

financing?
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