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Banque pour le Develcppement Eccnomique de 1a Tunisie

la Caisse Nationale d' Epargne - Logement {National
Savings and Loan Bank) _

la Caisse de Préts et de Soutien pour les Collectivites
Locales (Fund to Support Local Commurnities)

Central Tunisia Rural Development Froject

Direction des Collectivite€s Publiques Locales (Natioual
Directorate for Local Communities)

Office cf Housing, Development Support Bureau, A.I.D.

Fonds pour la Promotion du Dé%eloppement Industrial
(Fund for the Expansion of Industrial Development)

Home Improvements

Implementation Agreement

Integrated Improvement Program for the Urban Poor

Institut National de Statistiques (National Bureau of
Statistics)

Office National d'Assainissement (National Sewerage
Authcrity) \

Office des Travailleurs Tunisiens a 1'Etranger de 1l'Emploi
et de Formation Professionnelle (National Employment
Office)

Pezce Corps Volunteer

Office of Housing, Regional Cffice for the Near East

Swedish Internatiorial Development Agency

Société Natiomale d'Exploitation et de Distribution des
Eaux (National Watetr Company)

Socifté Nationale Immobilietre de Tunisie (National Real
Estate Company)

Sites and Services

Shelter Sector Assessment

Socidte Tunisienne de 1'Electricite et du Gaz (Natiomal
Electric and Gas Company)

CURRENCY UNIT: Tunisian Dinar (TD)

The exchange rate of the Tunisian Dinar (ID) is floating. The rate
used in the Project Paper is:

US Dollar 1.00 - TD .417

Tunisian Dinar 1.000 - US Dollar 2.40

MEASUREMENTS

1l square meter - 10.76 square feet
1 kilometer - 0.62 miles
1l Hectare - 2,47 acres
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PART 1. RECOMMENDATIONS AND BRIEF PROJECT DESCRIPTION

A. Recommedations

A request for assistance fromw the Goverament of Tunisia (attached as
Annex M) and an update of the Shelter Sector Assessment (SSA) com-
pleted in Jznuary, 1379 by the Offize of Housing form the basis for
the UG proposal described in this Prmject Paper. Based upon review
of the proposal set forth, it is recommended that the subject Project
be approved as follows:

1. Amount of Guaranty:

$25.0 million for first tranche activities with a second guaranty
possibly in FY'81 for $25.0 million based on rontinued GOT im-
provement in meeting the shelter needs of th 3r.in a repli-
cable fashion. RHUDO/Tunis would submit requesting
authorization Of. th: second tranche pursuant,;to a review of GOT's
progress in the sector.

ko cLfren mum e b

2. Term

The $25.0 million loan will be for a term of up to 30 years with
a grace period of the payment of principal (maximum 10 years) to
be negotiated with the lender. Other conditions pertaining

to the loan are found in Annexes N and 0.

3. One Guaranty Authorization: Two Borrowers with Segarate
Contracts

e — e
It is recommended that the GOT negotiate a loan
for upgrading implementation separate from the remainder of first
tranche activities. This double contract option will allow the
GOT to proceed with other programs without imposing an upgrading
disbursement schedule prior to more detailed studies.

4. Position cf the USAID Missicn to Tunisia

USAIS/Tunisia has reviewed thel@Baa PP with RHUDO/Tunis and
supports the project proposal. The project which 1s presented
here coniorms with policy guidance expressed in the Mission's
Small Program Statement

B. Country Background in the Housing Sector

Tunisia's total population of around 6 million is growing at a rate

of about 2.4% per year. The average annual increase in urban centers
is around 3% with Tunis continuing to show a somewhat higher rate.

Most of the urban population is found in tweaty centers varyving in

size from Tunis, by far the largest with a 1978 population of around
1,000,000, to Jendouba vith a population of abtwut 20,000. Rapid growth
of Tunisia's urban area: has resulted in the usual symptoms such as



-2«

overcrowding of existing units, deficient infrastructure, and squatting
with informal shelter solutioms.

The GOT has faithfully adtered to its housing sector objectives as out-
lined in the Fifth Develspment Plan (1977-1981) while responding prag-
matically to unforseen events affecting this priority sector. Positive
policy shifts have been noted:

1. Upgrading has been embraced as a viable alterrative to bull-

4
dozing. c&‘g;,,/ P erplL im
2. The Goffpriorz;v target \p is the irregularly employed

urban resident whe will govern~
ment sponscred houring programs <:7 Previously only households with

salaried incomes were eligible/for urb grams.

/rs# rme -
3. GOT has radically lowered its standa ds to make shelter afford-
able to their poorer target population. The GOT wishes to sponmsor

sites and services and is now considering } one-room core
unit pregram. ' 7
&

4. The GOT has agreed &tr raise interest rates for this nrogram
and to operate on a "free sav‘ngs bas*s forv:;; projact s target

population. e//(/“v n ¢ ;g )‘i&l&-&,f{

There is much ¢t talk of less ums e for the housing sec-

’EE?Z) Interest rates to sub-borrowers have been increased and

sidies reduced on some GOT prograas. . Broader policy changes

are expected to result from dellbercg:vns leading up to the Sixth

Pl - - /uv//f—f VN/I%’C“!/T/MQ_
b b L7 s el 7}31 Ibufrvéfcr /T,

During the past five years the GOT has begun development OF implemen-

tation of viable shelter programs for its major coastal centers:
Menzel-Bourguiba, Bizerte, Tunis, Sousse, Sfax, and Gabes. All of

these programs incorporate one or more of the positive policy shifts

just described.

C. Remaining Constraints in the GOT Housing Sector

Five major areas need strengthening to make the housing sector more
self-reliant and replicable for lower income beneficiaries. The GOT
agrees that these are areas still needing attention and improvement.

1. Big City Emphasis

Large coastal towns have taken the lion's share of the shelter
budget. Interior towns need a concerted shelter effort aimed at
the urban poor.

2. Housing Finance Dependent on GOT Support

The SSA shows that interest rates applied to GOT-assisted housing
programs are effectively negative. They do not reflect market
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lending rates and run behind construction inflation. The GOT 1is
required to subsidize its one savings and loan institutiom to
meet administrative costs. Savings mobilization is thwarted by
unattractive interest rates and rigid '"conc¢ract" loan regula-
tions.

3. Rigid Institutional Orientaction

Despite a recent proliferation of Tunisian wousing loan programs,
none are designed exclusively to meet the needs of the below
median urban resident, while still applying cost recovery finan-
cial terms.

The existing loan programs within the reach of the newly defined
target population still require steady employment and waiting
periods regardless of income.

4., High Construction Standards Reduce Affordability

Prevailing GOT attitudes about building standards (structural

and spatial) are generally inconsistent with the low-income
market's needs or affordability. Tew solutions are being designed
which are affordable to a broad rau e of urban residents.
Typically families of modest income :an move into ''standard"
housing thanks to subsidy programs. In short, the product is
rarely designed with affordability in mind, and the number of
families who benefit is limited accordingly.

5. 1Inadequate Private Market Incentives

One of the GOIl's expressed goals 1s to reduce its intervention in
the housing sector. However, recent revisions of construction
finance procedures and real estate cevelopment rules seem inade-
quate to encourage private developers to build modest residential
units. If the GOT is to reduce its high level of participation
in the Sector (over 60% of units ame built under direct GOT
control), the private developet will need toé?L introduced to the
o _J

low-income market. vy e ﬁ"’b“(’g'(’/f?%

D. Brief Project Description

The Project calls for $50 million in two tranches in order to support
a shtft in GOT policies to improve the formal shelter options for low

income households in the small towns of Tunisia.
<:::::' //u "tarL-ﬁ<ZI7’L{5%1‘ZE?

7
1. Small Interior Cities Emphasized //L
He /7

__The project will provide low cost shelter solutions to interjor
towns as small as 2,000 in population.

2. Less Subsidization

The Project will demonstrate the feasibility of higher interest
rates. Loan terms are the highest applicable for long term
government ~sponsored mortgages.



3. Institutional Flexibilitwy

{H(?/

The Caisse Nationale 1'Enargn - Logement (CNEL) will serve as the
najor borrower wnile the Cadsse de Prets et de Soutien les Collec-
tivites Locales (CPSCL) #1)1 borrow for upgrading implementation
activities. CNEL has agréed to establish an inter-ministerial
protocol to operate the experimental programs. Free savings will
be instituted for all project solutions. The beneficiary and
borrower will set loan sizes according to debt servicing potential.
Under this program, individual home improvement loans will be
instituted in Tunisia. o7 ﬁ’t— ?71;"7/ va.'vrv .

4. Construction Standards and Affordability

The Project's soiutions were designed after an agreement on the

income levels which were to be servad. Consequently, a range of

five solutions has been established affordable to below median

income households from the 40th to the 10th percentile. The GOT

has proposed to promote the construction and sale of serviced

lots (no construction whatsoever). This represents a quantum leap

in the continuing dialogue on shelter solutions appropriate for )q(L'
Do

the poor.
—_ ' . 4 —
The Project's core house cost will average abou X

e hovjing built under HG-003

A , by

categgsal drepp, in standards since ¢
average about 3,000 D, * sk
; L EE e g -
dg e,

5. Introduction of Private Developers

Wicit'proposals from private developers who may r;ﬁ;l’(’—CoW,

hw aé&ﬂd& for core housing construction projects along side

OT's parastatal developer, SNIT. Not only will the Borrower
become familiar with private developer management concerns, the
experiuent will provide valushle insights into quality control
and velative efficiency.

The following table summarizes the Project's Estimated: output and in-
put apportionment among the five sub-projects. The input volume by
tranche is indicative only. Actual apportionment for both tranche A
and B will be determined pursuant to an effective demand study now
being conducted bv SNIT on a natiom-wide basiq;erIU—énd the GOT agree

7 to emphasize to the maximum extent feasible sub-projects which
will be affordable to the poorest beneficiaries. T
/,

—— —————
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ESTIMATED 004 LG - PROGRAM APPORTIONMENT

1 ; T
Borrowing Implement Ing ‘Volume in §$ M
Unit Output Sub-Project Institution Agency 004A 0048 004
’l/\\-\
3,510 1. Core Housing CNEL SNIT (_15.0 , 5.0 20.0
Loans Private develop.\\_L//
1,750 2. Sites and CNEL SNIT 2.5 0 2.5
Service
Loans
920 3. Construction CNEL CNEL 2.5 2.5 5.0
Loans
1,350 4. Home Improve- CNEL CNEL 2.5 2.5 5.0
ment Loans
s
8,710 5. Upgrading CNEL and DCPL 2.5 15.0 17.5
Loans CPSCL/GOT
16,240 HG Projec: 25.0 25.0 50.0 -
Cost .
[ )
‘ét?w,d(??’y Downpayments 3.8 1.8 5.6
e Participati 1.1 0.8 1.9
GOT Participation . . .
6T
5)7@7‘(/.9— Community Facilities 10.° 19.5 30.4
Total Project—Related Cost 40.8 47.1 87.9

-g-
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'In all, over 16,000 shelter-related solutions are expected affecting
gbout 100,000 residents. Projiect outputs also include technical
assistance activities: (1) assistance in home improvement and construc=-
tion loan management plus savings mobilization schemes, (2) advisory
assistance on passive solar heating and cowposter toilcts, and (3)
support for small town technical division staff.

CNEL will re~lend funds to the various implementing agencies or will

directly handle project executiom. The upgrading sub-prcject will be
funded initially in this manner. Jnce a definitive upgrading sub-pro-
ject delivery plan is approved the CPSCL or the GOT-.H’; seek a lender

upgrading implementation. <> 7v42h
5 “(&OW Prowie, dsburstyais ’%%M fo

Repayments for core housing and construction lecans will be made for 15
years with 6.0% interest. Home improvement loans will be granted for

10 years also with 6.0% interest. Loans to purchase a serviced lot
will be made for a uinimum period of 5 years at 6.02. Loans to cover

upgrading charges will be for 20 rs at 6.5%, The GOT will assume
the risk of the interest ratEfﬁf§¥§§33f15T73§fﬁeen the terms of the HG
loan and the beneficiary loans.

E. Summary of Findings

The Project 1s the fourth housing guaranty made to Tunisia. It recog-
nizes the progress made by the GOT in meeting the needs of lower in~-
come Tunisians and in taking steps towards more self-reliant housing

inance systems. The thrust of the Project is directed largely at
rural towns and secondary urban centers in the interior. Its pro-
gram content is complementary to other domor activity in the sector.
The loan terms proposed (EEENUEEEEINSCENNMIVINRRY indicate in-
creased reaiism on the part of the GOT in trying to reach a “lower
lncome target group with minimal subsidies. ‘There are many oppor-
tunities for the Borrower to broaden its own institutional develop-
ment. The Project's lowering of standards will not only make solu-
tions more affordable,it will also increase the poorest beneficiaries'
access to land tenure - traditionally a major hurdle.

Technically, the project presents no sericus architectural or engineer-
ing difficulties which cannot be resolved. It is well within the
capacity of the Tunisian construction industry to carry out, The

GOT and AID have agreed to manage the Project's site selection so as

to minimize any likelihood of causing adverse envirommental impacts.

It is not expected that amy of the shelter options will cause signi-
ficant social disruptions. A neighborhood social profile will be
developed prior to upgrading implementation. A wide range of shelter
options will be provided which will be affordable to most of the
urban households with below median iacomes. The provision of basic
services and shelter will result in improved health conditions for
all project beneficiaries. Access to land tenure and the financial
and psychological security it provides should sctimulate beneficiaries
to maintain and improve their own properties.
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Regarding the debt service ratio, a recent World BapkK survey noted
that Tunisia's ratio (11.4% in 1978) was considerally lower than the
19.3% average displayed by feliow countries at similar levels of
economic development. Debt servicing for a $2/million HG loan

would increase the 1978 debt service level b from 11.4Z of for-
eign exchange earnings to 11.6%. An Inteérnati®fal Monefary Fund
study estimates that the Tunisian debt service ratio will not go
beyond 202 by 1981. While Tunisian debt is growing, it must be viewed
in light of the Government's strong commitment to fund its Fifth
Development Plan. Taking into account international trade patterns
and the GOT's investment program it is likely that Tunisia will have
to resort increasingly to internpational financial markets

required capital inflows. Z/‘ 7 ?c» v'n(cllﬁ)?’ ;&4’ ,/{

rhere e o7& o r(a feC/n 25 ot elC 210 54’;110
On the basis of similar programs’ previously completed with AID assis-
tance, DS/H has fouad that the participating GOT agencies have the
administrative and managerial expertise to successfully execute the
programn,

Small town technical staff will be strengthened by providing training
and technical orientations to squatter neighborhood upgrading.
Physical survey techniques, coordination of the various parastatal
agencies, and financial management will be emphasized in the training
so that the upgrading sub-project will be effectively implemented in
a timely fashion.

F. Probable Program Impact

Housing production in Tunisia averages 15,000 units per year though
total annual housing requirements approximate 24,000 units. FExcluding
the value of down payments, .the estimated natiornal investment in housing
is about 77 million dinars .annually. If the $50 million program dis-
burses over a four-year period it will represent about 72 of_the annnal
formal housing investment in the. countryAﬁZQb almost, 48
formal new production.

~. 3 Squatter settlements provide about a third of the total 500,000 housing
units in Tunisia. About 9,000 squatter units are added to the housing
stock annually. If the Project's actual apportionment is reflected in
he estimates of Table 1, the upgrading program will improve perhaps 2%
of the squatter households in the country.

D et cprnbrve to nsgial 1% For7 im
a /?4/, boceazies ATiFU o 7 arce
%/ A ﬂ'é{/m{ y arl na«/é b tyyés

«%u,(/\ s an a2t Mg Ao pnicd
raeat 1R FOT Arm ale ¢,/%¢/

' > l(o mo/éa 747,(1,*::" ﬁ‘ rCe.
/4&5&;/(/ %/ fé\_,/‘»{”(‘: g /7/7 ,-/zz??)a'm«:;
%/ o /d’/ﬂ’ 71«3/&'7&22971 1A z05,
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PART II. TUNISIAN HOUSING SITUATION AND DETAILED PROJECT
DESCRIPTION

A, Present Trends in the Housing Sector

1. Upgrading Acceptance

Though the Fifth Plan doss not provide for slum upgrading activities
the GOT with AID and IBRD support has made upgrading an operational govern-
ment-sponsored endeavor. Wholesale bull-dozing has given way to funding
requests for upgrading. The Interior Ministry is establishing a central
it to msnage upgrading activities in several more sections of the
country. lnitial work nas begun on plans for upgrading squatter areas in
Bizerte, Sousse, and Gabés.

2., Target Group Reorientation towards the Unsalaried

In the early days of the Fifth Plan, rural residents were the only
unsalaried category receiving formal shelter assistance from the GOT. The
GOT has recently adopted the policy that the unsalaried urban population
should be immediately addressed as its priority shelter target group.

The GOT expects that the mejor funding to meet this need will have io
come from Zoreigh sources until +the new peclicy can be translated into the
Sixth Plan's finaacial program (1982-1986). This policy shift represents
a considerable institutional adjustment for the GOT since savings mobili-
zation and financially replicable programs have never been attempted be-
fore with an irregularly employed clientéle except in discrete upgrading
locations.

3. lower Standards Make Housing more Affnrdable

By officially defining its primary target population as the "non-
salaried urban poor", the GOT has given its tacit approval to less than
standard solutions. .One-room core houses which were considered an experi-
ment jJust two years ago have been marketed successfully. CNEL is now consid-
ering the financing of similar one-room units in Kasser'qe. The fact that
the GOT is cager to test the market for serviced lots ..l self-help con-
struction credits further attests to the GOT's pragmatic poliev evolution,
The decentrelization of la Socié:% Nati..ule Immobilire de Tunisie (SNIT)
liberalization of building standards so as
to conform better with local demands and affordability.
o éw‘//z;/éq’
4,” Less Subsidization

Ministry of Plan representatives have expressed
as a long range goel that the GOT should intervene less and less in the
financing of the housing sector. Confirmation of the high savings pro-
pensity wmmong lower income households is also leading the GOT to consider
thet the beneficiary assume more of the Zinancial responsibility cf
skelter provision, though this preference has not yet been articulated es
officiel policy.
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3. Housirg Sector Constraints and How thz Project will Address
Them

Rapid growta of Turisia's urban areas has resulted in the usuel
difficulties such as overcrowding of existirg units, deficient infrastruc-
ture, and squatting with informal shelter solutions. Rural areas and the
urban fringes are spot-ed with "gcurbis", traditional stone and thatch
huts, which are sometimes unsafe and often wumsanitary.

The GOT continues to be the principal pramoter of housing and the
demand coantinues strong, rarticularly from the lowest income families which
are unable to afford even the least expensive solutions available to date.
During the Fourth and Fifth Plan periods the GOT has subsidized ra‘her
heavily the lcw income market's purchase of minimm "standard" hous:s but
recently has bLeen experimenting with lower ccst solutions which are more
nearly affordable by the low income group. A L4.5% interest charged by
CNEL to borrowers under the existing HG financed core house program,
while not yet an ecoromic rate, has alsc been a major change from the
orevious nractice of interest free mortgages.

i The GOT is very much aware of the cost of its Fifth Plen Housing

Programs, in fact, the stated Fifth Plan policy is to reduce the GOT's

budgetary intervention in the housing sector. Tunisian officials assess

their housing programs for the salaried classes and rural residents as

being rather effective. On the other hand, it is recognized that most

Tunigsians with below median incomes have nct been served by existing pro-

grams. The GOT over the past two years has consequently shifted its

priorities towards those groups whkich have not previously been able to

participate in government-sponsored housing programs. This Project is design-

ed to respond to this recognized need. RN NNCOASCENNIEN 7~ 7.,/
Y, :3¢the irregularly employed who have never before teen eligible for “ypicel

GOT programs. Further changes will be needed to reduce dwelling unit costs

and to direct available financing towards even lower incore markets,

Despite the considerabls progress zutlined above, several bcttle-
pecks restrict tne housing sector from meeting its full productive
potential. Four key constraints and how the Project will nddress them
are discussed below:

l. Finence

The SSA shows that intevest rates applied to GOT-assisted
housing programs are effectively negative. They do not reflect
market clearing lending rates and run behind construction in-
flation. Consequently, the Government's contract savings system
has proven too rigid for the lowest income saver since by the
time enough is saved to merit a loan as agreed in the contract,
inflation has priced the lowest income saver out of the market,
Self-fipancing mechanisms should be established to decrease
public budget reliance and eventually to expand the reach of

 lov-income programs.- -

&6-67’ lw'" {""\d” The programs proposed for Project funding have limited

v jrddiveck s»lw‘} direct subsidy elements. NN
in covering the gasp between the rate charged the beneficiery aad
the cost of funds to the GOT. Nevertheless, the increase _n
interest charges from 4.5% under the previous guaranty to 6.0%
in the case of new construction and 6.5% for upgrading as pro-
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posed for this Project dc represent increasing economic realisnm
on the part of the GCT. On the other hand, the stretching o?
terms from 10 years to 15 or 20 years snd the decrease In down-
peyments frcm 1/3 <o 15% or less show that the GOT is trying to
reach a lower income target zroup.
The prcgrans to be teszed in intericr towns do not require
a burderscme contract sevings perioé for eligibility. Thus,
lae Caisse Nationale d'Epargne-Logement will in effect be testing
the market acceptability of a free savings approach to a broal
range of shelter solutions. However, long-term self reliance in
housing finance will require institutional reorientatioa and
changes in savings and loan regulations. RHUDO/Tunis will be
reviewing the rosults of Sixth Plan deliveraticns. It is
expected that new policies based more on replicable open market ‘
/) :_)A bL mechanisms will be put into =2ffect during the VIth Plan. If /he L° /’(‘9—-

. i m are lmplemented they would tend to provide
n {7"27 more shelter with less gcvernment intérvention.

2. Institutional Orientation

Despite the proliferation cof Tunisian housing loan pro-
grams there is no single one effectively specializing in meeting
“he needs ¢f a below median income clien*ele. The existing
loan programs within the reach cf the low-income population require
teady empioyment and waiting periods ragardiess of income.
Since most of the lcwer inccme population cean not meet this
exployment criterion, the GOT has analyzed its owa institutional
constraints in order to attract the non-salaried or irregularly
employed into the formal savings and loan systam.

Under the Project, the loan customer in consultaticn with
CNEL representatives may Jdetsrmine the size of his commiiment
in the cese 0f nome Improvement and self-help construction loans
Dezosits will be taken. without the guid zro quo of a Ucontracted
lcan, though savings mobilization will be encouraged with an
eventual loan in mind. The borrowing institution will have to
vrovide flexitle, innovative rerayment approaches such as graduat-
ed or cyclical repayments to refject the irregular income fiow of Tne

target population. u@é‘yeé . ,
In short, .M egerimental shifts ca_sﬁoe/
., to meet the neels of a Wrisk clientele

ou:f, elso hopefully better S50)¥¢€. the salarieu 16an customer. CNEL
will administer its share of the project folliowing an inter-
agency agreement executed at the ministerial level allow it
to operate the inzovative HG-OOL programs. This frotocolSwiil
define the project financially end guullli® geographicelly.,
Agency duties and obligations will be outlined in the protocol.
The new target focus comtined with Project funding Presents many
opportimities for broad-based institutional development.

3. Construaction Standerds and Affordability

Present GOT attitudes about building standards (structur-
el and spatial) are not consistent with the low-income market's
neels or affordability. Not enough solutions are being desimmed
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whick are a®fordable to & brsad range of urban residents.
To reach %his clientele tre product delivered will have 10 D
more modest, i.e. less habitable space and a reduced le
public utilities. RIUDC/Tunis and Equipn ini
agreed that Projlect soluticns sncull e 2
an income Zistritution scncert: -
to families iz the small towrns cf Tuni
and ¢0 dinars ter month in 197%.
e r

Several designs fcr on com 2ore units have teer troptsed
2osting on tl2 averagze no more tlan 2,500 D ($€,JOO) These
he ultk percentile and ur in small

ini+s showld te affordabls to tl
isian towns.

[
trr

[ST s

The serrined v s 22) ic expected
+n be affordatle to the 25th perce nd up.

The self-nelp cons*ruction credit car te made|in—f¥ Si2 ;L
up to 1,7C0 D. ($4,080). However, using the hypothesls that the

erage construction lcan is for 1,100 TD ($2,640), the 25t:
percentile and up could alford this progran.

The average home improvement loan could be affcrdable to
residents just belor the 20th percentile if one assumes an
average deot of 689 TD ($1,632).

Upgrading on the average could be affordable to the 10th
percentile and up based on one-fourth of monthly income towards
repayment of a €56 D. ($1,574) loan. Rental of new rooms in
upgrading areas will benefit the poorest residents.

Zze above project outputs imply lower standards‘yr,(9
they require greater beneficiary initiative and participatiocnm.
The serviced lot which has no construction whatsoever implies
a substantial change in GOT orien<ation regarding standards, and
the acceptabtle "minirmm"

~t 9
2L & y

£

ty 3
D ot ¢
5
(12
[CTEPEEN

L, Privete Market Incentives

One cf the GOT's expressed goals is to reduce its owm inter-
vention in the housing sector. However, recent revisions o?
construction finance procedures and real ectate development rules
seen inadequate tC enccurage private develorers to tuild modest
priced hames below TD 5,00C ($12,50C).

is probtlen will De reviewed in the contizuing dialogue

about administrative conirols, Insteres*® rate structure, and the
housing finance system. However, tc <est the sattraciiveness of
the ccre houcing prototy'peéthe privote developer, CUEL hes \ g
agreed to have core units by the zrivate sector in ccrmpe- ]'7ﬁ,Q5341
tition with SMIT. This experiment mey help familiarize scme
developers with the lower inccme housing market on a profit-
orieated basis. The mid-Project evaluation will focus cr the
legal and financial impediments discouraging greater private
market participation in 'sociel housing.

Of course, the project itsel? prcmotes a substantial
amount of private market activity. Home improvements will be
contracted ndepecdently by loan recipients. Homes may be tuilt
on serviced lots either by thc lot owner himself ('swea* equity")
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using follov-on building materials locan or by private con-
tractors nhired Uy the lot owner.

C. Summary of Previous HG Experience in Tunisia

AID has sut hor¢zed issuance of guaranties for three housing
projects to Tunisia. The first gueranty was authorized for $5.0
million in 1%66 and 1nanced & S70-unit projtzct for midile inccme
families. HG-002 ($10 willion) authorized in 1972 financed 1,650
units at Itn Khaldoun, & large developmepi containing a mix of low and
midile income families. HG-023 authorized October 1976, provides for
$20 million in two equal tranches to encourage a shift in Tunisis's
shelter policy to maximize the impect of GOT's program aimed at below=-
mediarn income families. EC-003 providad funds to: (1) upgrade <he
Mellassine slum area in Tunis; (2) develop 1,400 core aouses nation-
wide; and (3) finacce 1,400 low income housing units tc 2on%inue

the Tbn Khaldoun Frogram. As ¢f August 1979 almest 3C million will

have be=n 3' sbursed under HG-003. Work has now teen inaugurated at
the Mellsssine upgrading site ard sub-rroject disburserent Is a>celera-

ting.

D. Other Interrational Shelter Assistance to the GOT

l. World Dank Project

In May,1979 tre IBRD negotiated a $19.0 million loan with
the GOT to be matched by $23.6 million in local currency for
upgrading end low-income shelter acitvities in Tunis and Sfax.
The Dutch Government is alsoc participating in the Tunis por-
tion of the project by providing $2.L million in ccncessional
funding. The Bank Loan is for seventeen years including four
years of grace with interest at 7.9% per year. Re-lending for
residential and neighborhood improvements will be at 6.5% for

¢+ 20 years. Small-scale business loans will be extended at
8.25% and have an eight-year maturity, including one year of
grace, All funds for the IBRD project will be managed by the
Interior Ministry's Caisse de Préts et de Soutien des Collec-
tivités Locales (CPSCL). Implementaticn s planned tc start
in Cctober, 1976.

2. Goal of TERED Project

The major objective of the IBRD project is to develop
and izplement low cost sclutions to Tunisia's urban problems,
particularly in the areas of chelter, social and infrastructure
services and 2mploymernt, witnzin the ccntext of an institu-
tional framework designed to effactively carry out this :rodec
and to plan and implement future similar projectis. The zrolect
<%¥3ill consist of (1) comprehersive uzgrading in five low-in-
come settlements; (2) site erd services; (3) education
facilities ir low-income ere2s; (L) a 3mall business assis-
tance prograx; (5) improvement: in =013 waste collecticn ani
dispesel; mnrovements in +raffic (erd/bhens ; 2.4 (7)
te"hnical as 2 for project imrlementation . institution
building and

(DO
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T T in e "y Tamnrp- LI QO
Certral Frolect Uni+t and Tecrnnizal Assistance

-

¥

The project 2x=cutinz agencies wculd be assisted in
plarning and develoving lcw cost uparading 2nd sise and ser-
vices schemes by the newly ¢reated Central Trolect Unit.

Before lovember 30, 13779 +this unit will Te =3tablished and fully
staffed with a director, three advisors and three permanen<
staff specialized respectively in engineering, financial
analysis, small busineds develstment =nd wban planning.
After project completica tha CPU -directcr and the permanent
staf? would constitute a >2rmenent unit o rtlan and develop
similar upgrading and site =nd services schemes thrsughout
urtan areas in Tunisia. A municipsal hanking and finance ex-
pert will be made available by the BDET to aid CPSCL,

Also, an expert would be made available by the I3RD's
Central Prolect Unit to C?SCL on a vart-time hasis Lo set

up appropriate commercial accounting crocedurss.

The CPSCL will be strengthened under the IZRD project

*o keep ull accounts ¢f i%s orerations and with a view to
vermitting its development in the long “erm in%c 3 viable
ties

aunicipal lending agency whicn ccuid advise municirgall

nation-wide on inancial and *echnical matters and en
adequate proj=zct monitoring.

) Befcre launching Into Sull tregram implementa

: ~

via the HG Project.
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F. DETAILED PROJECT DESCRIPTION

In September, 1977, the NE Advisory Committee reviewad a Tunisian
Housing Guaranty PID for $30 million to be divided in three annual
tranches of $10 million. Pursuant to ABS Ccmmittee advice it was
decided to opt for authorization of $15 million tranches in TY 79
and FY 81 co give time for evaluation and assessment activities.

In August, 1978, the GOT requested that USAID consider authoriza-
tion of a $60 million HG disburseable over 2 vears to fund core
housing and slum upgrading. After various discussions on the kinds
of shelter programs AID could sponsor and the GOT's absorbtive
capacity for the potential programs, it was proposed in December
1978 that consideration be given for authorizaticn of a future HG
for $25 million in FY 79 to he followed by a second $25 million
authorization tentatively scheduled for FY 81. This strategy was
presented at the recent Joint American-Tunisian Commission and was
confirmed in wricing to the Ministry of Equipment.

The project goal calls for HG support of $50 million in two tranches
in order to support a shift in GOT policies to improve the formal
shelter options for low income households which have not previously
benefited from formal shelter programs. Three purposes can be
noted:

1. To assist the GOT with the extension of a broader range of
low=cost shelter programs to secondary towns in the interilor
of the country.

2. To attract into the formal housing market households vet
untouched by present ek e

m%/l‘tfﬂzﬂ/}'ucv' \.-/ WVU»C(' "c{tﬁC"/‘C 95’1") .-r\ /‘t\( ){Q,%
The Project will have five shelter outputs: Jec/{Q7

1. One-room core housing: about 3,500 units averaging 20m2
on 100m¢ lots. Units will be expandable by owner and reflect
local cultural and climatic differences.

2. Serviced lots: about 1,700 serviced lots averaging lOOm2
equipped with basic infrasturcture. Follow-on home construction
will be left to the lot owner.

3. Construction loans: about 900 loans to households to
make additions to existing homes or to provide follow-on con-
struction for serviced lot purchasers.

4. Home Improvements; about 1,300 to household heads to make -
qualitative improvements (ENNUEINNENRENERENINEND o
existing homes. This program which constitutues a first in
Tunisia will be available to upgrading bereficiaries as well as
other families below the median income.
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5. Neighborhood upgrading: about 8,500 families could benefit
from the infrastructure upgrading of 14 or so neighborhoods. The
Interior !tinistry would carry out this complex program.

Estimated costs for these five shelter solutions are found in Table 2.
Pending results of a broad-based effective demand study, the GOT has
tentatively agreed to the apportionment of guaranty funds already
indicated in Table 1. Program-by~program apportionment will remain
flexible subject to updated data on effective demand.

Table 3 ¢adicahe

the relative program outputs assoclated with the
004A tranche. : < "

- o 5G-004 will require
new construction start-ups and new site selections for each tranche.

Core housing loans would dominate during the f£irst tranche since both
CNEL and SNIT, the major implementing agencies, have gained familiarity
with this product during HG-003. The sites and services program

will fully disburse during the first tranche so that all serviced

lot purchasers may benefit from the self-help construction lcan
option if they so choose and qualify. Serviced lot owners from 00%A
would be likely contributors to the home and construction loan busi-
ness of CNEL during the second tranche. The upgrading option pre-
vails during the second tranche in order to permit adequate time for
detailed implementation studies during the first funding phase. The
Interior Mircistry has already identified fourteen neighborhoods
needing infrastructure improvements. In all, approximately 16,000
shelter-related loans are expected affecting about 100,000 residents.
Project outputs also include technical assistance activities:

(1) assistance in home improvement and construction loans manage=
ment plus savings mobilization schemes, (2) advisory assistance on
«spassive solar heating and composter toilets,. (3) support for small
town technical division staff.

Above and beyond the $50 million in Housing Guaranty funds to cover
loans and more detailed studies an additional $38 million
are expected in the form of down payments, GOT participation, and
community facilities. Table 4 indicates the relative level of
inputs per sub-project associated with the 004A tranche. The value
of community facilities will be based on future site selection cri-
teria and the availability of already existing facilities.

The new breadth in shelter options will, it 1s expected, attract
into the formal housing market households yet untouched by present
programs, in particular unsalaried workers, artisans, and merchants.
The solutions which are being proposed will by their imcomplete.
Qature elicit a greater amount of personal participation on the part
of the beneficary than in previous Tunisian housing guaranties.



TABLE 2

ESTIMATED SOLUTION COSTS - 1979, 1981, 1981

Assuming units will be sold in 1981 and 1983 and assuming an annual inflation rate of 8% im
the coustruction industry (Factor of 1.17 for 1981 and 1.36 for 1983 except in the case of Upgrading)

' I. Core housing TD $ TD S TD $
Average Price 2,500 6,000 2,925 7,020 3,400 8,160
(Land, Improvements
and Unit)

Minimum Down Payment (15%) 375 900 439 1,054 510 1,224
GOT Subsidy 270 648 270 648 270 648 3
Average Mortgage 1,855 4,452 2,216 5,318 2,620 6,288 o

ITI, Serviced Sites
Loan 500 1,200 585 1,404 N/A
100 w? - Land 50 120 58.5 140
Streets and Sewers 300 720 351 842
Electrical 50 120 58.5 140
Water 100 240 117 281

ITI. Construction Loans
Maximum Value . 2,315 5,556 2,709 6,502 3,148 7,555
Minimum Down Payment (15%) 74 828 404 970 469 1,126
GOT Subsidy 270 648 270 648 270 648
Maximum [oan 1,700 4,080 2,035 4,884 2,409 5,782

IV. lome Improvements ‘

Maximum Value 1,412 3,389 1,652 3,965 1,920 4,608

Minimum Down Payment (15%) 212 509 248 595 288 691

Maximum Loan 1,200 2,880 1,404 3,370 1,632 3,917
V. Upgrading:

Approx. loan per family 656 1,574 768 1,843 797 1,913




TABLE 3

Yotal Tranche

O04A ESTIMATED OUTPUT APPORTIONMENT BY COUVERNORATE AND PROCRAHl

Core Loans for Howe Estimated Total Loan Value

Housing Serviced Construction Imorovement Upgrading3 Total No. (in thousands)
Souvernorates Mortgages Sites Loans ‘Loens Loans of Soluticns ™ $
Y’smr Bouzid 100 70 20 30 - 220 350 830
7Cafsa 930 590 170 250 - 1,940 3,090 7,420
Kasserine 350 220 60 90 500 1,220 1,600 3,840
Jendouba 320 210 60 90 70 750 1,130 2,700
p o ————————— +
|Beja 450 290 80 120 500 1,440 1,850 4,440
Le Kef 390 250 70 100 0 810 1,310 3,130
Siliana 190 120 40 50 0 400 640 1,540
E}OTAL 2,730 1,750 500 730 1,070 6,780 9,970 23,900
r Residual, HG Fee, Commission, Possible T.A., and Studies 450 1,100

— 10,420 25,000

Assuming total prograw restricted to the 7 priority GCouvernorates.

t

vased on welglited averuge ol

ucban

;Based on 1dentitied acighborhoods.

4A=sumlng sales made 1n 1981.

resident.
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ESTIMATED TOTAL VALUE OF 004A PROJECT INPUTS:

TABLE 4

HG, GOT, AND BENEFICIARIES

(in thousands of TD and §)

OURCES )Core Housing Sites & Services Construction Loans Home Improvements Upgrading TOTAL PROJECT
$ $ $ 3 $ TD $
i Funded Beneficiary Loans 14,600 2,400 2,400 2,400 2,000 9,920 } 23.800
G Fee and Investor Commission 300 50 50 50 50 210 500
4-Funded TA and Scudies 100 50 50 50 450 290 700
OTAL HG FUNDS 15,000 2,500 2,500 2,500 2,500 10,420 | 25,000
cuneficiary Participation 2,900 0 500 400 (4] 1,580 3,800
Ul Participation 1,800 0 300 0 0 880 2,100
ommunity racilities 5,400 3,400 0 0 2,100 4,540 § 10,900
AND TOTAL 25,100 5,900 3,300 2,900 4,600 17,420 § 41,800
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1. Cora Housing Sub-Project

Borrowver CNEL

Sub-Borrower SNIT/Private Developers
Implementing Agency SNIT/ Private Developers
Relending Terms to

Beneficiaries 6.% for 15 years with 157 down
GOT Community

INPUTS (3M) HG Downpayments Participation Facilities Total
Tranche 15.0 2.9 0.8 5.4 25,1
Tranche 5.0 0.9 0.5 1.8 8.2
Total
Sub-Project 20.0 3.8 1.3 7.2 33.3
OUTPUTS Core Housing
Tranche A 2,730
Tranche B 780
Total 3,510
Solution Range Average
1979 § Cost 5,280-6,720 6,000
1979 $§ Loen 3,840-5,064 4,452

Size N/A 20M2 Inhabitable Space

All core unit sites will be provided with water and sanitary infrastruc-
ture and will be serviced by street and walk ways, storm drainage

and a public lighting network.

Individual hook-up charges for electricity,

water, and ~ewerage are traditionally at the charge of the house purchaser.

Local representatives of SNIT and tha gouvernorates have provided
suggestions for core housing prototypes. Their designs reflect regional
preferences and may also incorporate some technical innovations such as

composter toillets and solar heating.

discussion.

See Annex ¥ and L for further

Construction will probably be in stone in mountaincus areas. In other
areas, brick or hollow-tile will be used. As wood is quite scarce,
the roof 1s usually either a brick vault or a flat reinforced concrete
slab. In the south, this heavy masonary construction is well suited

to the hot, dry climate.

The core housing units will be as basic

as is feasible while still being serviced with



utillties. The Core unit will represent the initial phase of a readily
expandable home consisting of a toilet and kitchen plus one sleeping/
living room within a walled compound. Provision is made in the design
for expansion by the addition of several rooms which can be buiit in
stages.

2. Serviced Lots Sub-Project

Berrower CNEL

Subh-Borrower SNIT

Implementing Agency SNIT

Relendings Terms to

Beneficiaries 6Z2 for 5 years minimum, no
down payment
GOT COMMUNITY TOTAL

INPUTS (SM) BG DOWNPAYMENTS PARTICIP/ TION FACILITIES
Tranche A 2.5 N/A N/A 3.4 5.9
Tranche B N/A N/A N/A N/A 0
Total
Sub-Project 2.5 N/A N/A 3.4 5.9
QUTPUTS Serviced lLots
Tranche A 1,750
Tranche B Q
Tota} 1,750
Solution Range Average
1979 § Cost per lot size 1,200
1979 § Loan per lot size 1,200
Lot Size per family size 100 m?

All serviced lots are projected to be developed during the firsc
tranche in order to allow beneficiaries the option of follow-on
construction and improvement loans. The program will offer a range
of serviced lot sizes to reflect the variation in family sizes of

the target population. The distribution of various lot sizes will be
determined by the effective demand study.

SNIT will develop blueprints for various lot sizes, their infrastructure
layout, and cost estimates. SNIT will coordinate site selection and
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and acquisition, as well as provision of basic services; land, surface
drainage, streets, sewers, electrical and water provision. Surface
drainage and streets and ways will typically be contracted by the local
muncipalities. Contracts for sewerage, electrical and water provision
would be awarded by the local municipalities to parastatal utility
companies. Sites will be selected following reasonable criteria such.
as:

a. proximity to existing and committed job opportunities;
b. access to transportation;

c. availability of the land for long-term development and expan-
slon c¢pportunities, and;

d. clear opportunities for integrating the sites and services pro-
gram with niddle incom» housing.

To curb any tendency to use serviced lots for speculative purposes
purchasers will be required to take up active residency within a short
time period. provide guaranties that the lot is their only residential
property, and will be required during the first five years of owner-
ship to offer the citv/SNIT first option in the event of resale.
Serviced lot purchasers will be required to begin residential construc-
tion work either cn their own account or via a contracted entrepreneur
within one year from date of purchase. An operating toilet will be
required within a certain limited period after occupancy. Default
guaranties similar to home improvement loans will be required for pur-
chase. The serviced lot responds to the very evident ability of many
Tunisians to design and built their own residence. It also takes into
acrcount the documented untapped savings of many lower income Tunisians..
This informal process will be accelerated by facilitating land acquisi-
tién for low-income purchasers.

3. Construction Loans Sub-Project

Borrower - CNEL
Sub-Borrower - N/A
Implementing Agency - CNEL

Relending Terms to Beneficiaries

6% for 15 years with 15% down

COMMUNITY
INPUTS ($M) HG DOWNPAYMENTS PARTICIPATION FACILITIES TOTAL
Tranche A 2.5 0.5 Q.3 N/A 3.3
Trapche B 2.5 0.5 0.3 N/A 3.3
Total Sub-
Project 5.0 1.0 0.6 N/A 6.6
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CUTPUTS - Construction '.oans

Tranche A 500

Tranche B 420

Total 920

Solution Maximum Average
1979 $§ Cost 5,556 3,600
1979 SLoan 4,080 2,640

Because construction loaans are viewed as a logical follow-on activity
after acquisition of a serviced lot the maximum loaa vaiue has been
generously fixed at 1,700 TD (1979 prices). The lower income purchaser
of a serviced lot will be allowed to borrow in increments according

to his total shelter-related debt ceiling. The GOT has proposed that
construction loans receive a 270D govermment contribution which may be
pro-rated for loans less than the maximum permisgible. The better off
serviced lot purchaser, for whom a core house prototype may have little
appeal, can construct his own core house according to his lifestyle

and immediate shelter needs. Construction loans are also appropriate
for thcse zases in which land 15 already cwned but credit can nof oa

obtained for residential constructirn.
’9’1 oVse é//’/zd_

Construction will be carried out via self-help (CuEmBlaborNGRE the
owner) or via small contracts managed directly by the loan.'recipient.
CNEL will mamuage the construction loan program but will not directly
stock building materials. For large loans, procurement of buiiding
materiale would be through local suppliers. Selection of the latter
would be left to the initiative of beneficiary households. Such
households would apply for building material loans from CNEL. Examples.
of, types vf construction eligible would be interior partitioning,
foundations, courtyard walls, addition of rooms, kitchen, or water
closet, or coustruction of an entire residential unit on a serviced
lot.

CNEL would rely on the local municipal technical services to approve
construction plans via the building permit approval process. As with
home improvements, comstructicn loans would be guaranteed with existing
savings, collateral or multiple co-signers. In the case of complete
home construction, mortgages would be psesible. In cases wherz land

is already owned, liens on the building lot may be arranged as guaranty
repayment.

4. Home Improvements Sub-Project

Boxrgwer - CNEL
Sub-Borrower - N/A
Implementing Agency - CNEL

Relending Terms to Beneficiaries

6% for 10 years with 15% Dowm.
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GoT COMMUNITY
INPUTS ($M) HG  DOWNPAYMENTS  PARTICIPATION FACILITIES  TCTAL
Tranche A 2.5 0.4 N/A N/A 2.9
Tranche B 2.5 0.4 N/A N/A 2.9
Total Sub-
Project 5.0 0.8 N/A N/A 5.8
OQUTPUTS -~ Home Improvements
Tranche A - 730
Tranche B - €20
Total - 1,350
Solution Maximum Average
1979 SCcst 3,384 1,920
1979 SLloan 2,880 1,632

CNEL will zive beneficiaries of servicec lots and upgrading accivities
priority consideration during their loan application reviews for im=-
nrovements. CNEL would, of course, extend improvement loans to cther
below median urban households.

Examples of the types of improvements eligible would be: modern
sanitary facilities, kitchen improvements, solar heating design changes,
electrical installation, utility hook=-ups, or property security im-
prdvements such.as grills.and .locks.. To reduce-the risk-of default,
CNEL has suggested .that improvement.loans be 9yarantied with existing
accumulated savings, other property, or multiple co-signers. Loans

may also carry life insurance.

Since individual.borrowers are responsible for carrying out improvemeats
with CNEL technical oversite and approval, the home improvement loan
program directly fosters increased small-scale private involvement in
the construction industry.

5. Neighborhood Upgrading Sub-Projects
gracing

Borrowver (See s705¢ 3?) - CNEL aund CPSCL/GOT

Sub-Borrower Marrfcihalities

Implementing Agency DCPL

Relemding Terms. to Beneficiaries 6.5% for 20 years, no downpayment
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GOT COMMUNITY
INPUTS (SM) HG  DOWNPAYMENTS  PARTICIPATION  FACILITIES  TOTAL

Tranche A 2.5 N/A N/A 2.1 4,6
Tranche B 15.0 N/A N/A 17.7 32.7
Total Sub-

Project 17.5 N/A N/A 19.8 37.3

QUTPUTS - Households Upgrading

Tranche A 1,070
Tranche B 7,640

Total 8,710
Estimated 1979 Assessment per Household - $1,574

The Direction des Collectivites Publiques Locales (DCPL) in the Minis-
try of the Interior, will coordinate and monitor the upgrading sub-
project. The DCPL will use the Caisse de Prets et de Soutlen des
Collectivites Locales (DPSCL) as the financial entity through which
funds are passed to the various municipalities involved. The CPSCL
may contract for upgrading funds cn its own account or defer to the
Government. AID will look primarily %o the DCPL to assess the needs
of municipal governments as the project is implemented.

Planning and some initial implementation will begin under 004A and
be,concluded with funds from the 004B tranche. The first tranche
upgrading program will concentrate on four steps: (1) site selection,
(2) recruitment and training of local management staff, (3) detailed
physical and social surveys, and (4)upgrading of selected neighbor-
hoods. Studies for both first and second tranche upgrading will be
conducted during the 0Q4A period in order to expedite upgrading
activity for 004B.

At the present time costs of upgrading have been estimated based on
averages developed from AID and IBRD experience in Tunisia. Since
squatter areas in large coastal towns may differ markedly from interior
areas in their infrastructure needs, upgrading cost figures will have
to remain approximate until more detailed studies are complete. If

per unit cost estimates shown below prove to be too high,other neigh-
borhoods meriting upgrading will be incorporated or the‘éCPL may
exercise the option to include requisite community facilities in HG
financing.

Upgrading cost recovery will be based on a house-by-house assessment
covering the following improvements: (1) pro-rated neighborhood
infrastructure, (2) individual families'hood-up charges, and (3)
residential land purchase based on lot size and locztion. User charges
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will be levied for public utilities and services such as water, sewerage,
electricity, and trash collection. General tax revcnues will cover
major community facilities and public services such as health care,
police, and ecucatiom.

Secure land title and improved infrastrunture arz the primary incen-
tives for assuring repayment of the upgrading debt imputed to each
housenold. Repayments will be rec2ivedby the Town Zomptroller.
Upgrading funds may be used cn a site-by-sitz Hasis to provide infill
serviced lots and core housing to nelp dedensify congested residential
areas or to receive households which had to be moved due to demoli-
tion.

In thf{s event, the DCPL would work with SNIT for serviced lot develop-
ment and sales or with CNEL for the construction and marketing of
core houses.

Prioritization of upgrading neighborhoods will follow .-~ general focus
of the entire project = to benmefit urban residents of small towns in
the interior. Annex G identifies 17 potential upgrading neighbortioods.

Contractors engaged by the parastatal utility companies will be encou-
raged to hire labor from the upgrading neighborhood on a priority basis.
Plans for upgrading will be developed so as to minimize any possible
dislocation of households. DCPL will be responsible for developing
individual upgrading master plans for each site. Lanrd titles will

be publicly filed with the local cadastral registry service.

The DCPL will coordinate ‘btudgatary allocations %o construct znd s=afi’l
needed community facilities such as schools, dlspensaries, kindgar-
tens, markets, public baths, police stations, post office and recrea-
tignal facilities. These community buildings will be timed to coordi- .
nate with infrastructure activities and will reflect community priori-
ties as revealed in a socio-economic profile survey.

6. Community Facilities

The GOT has agreed to provide essential community facilities such as
elementary schools, dispensaries, post offices, and police stations

to all Project sites., Budgeting for essential community facilities
may be funded from either GOT appropriations or the Housing Guaranty.
The Borrower and implementing agencies will be responsible for coordi-
nating the various ministries as they budget and prepare for the
installation of essential community facilities.
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7. Technical Assistance “’h/?'ffm/jﬂ.“gfd ’/tpl/

The major thrust of the technical assiftance program is to strJ%then GOT
institutions in managing a complicated' Projectat a SN local level.
Such T.A. 1s critical to agsure the absorbtive capacity of a sizeable
program in areas very removed from the tvpical pool of experienced,
skilled staff. Training and on-the-job experience are 2ssential if

the GOT's strategy of decentralization of decision-maki.g is to work.

The Project's T.A. package attempts to encourage this local authority
concept.

J¢ AL
Other technical assistance objectives are (1) to %MMMg the zanage- A
ment of new loan and savings mobilization programs and (2) to f“/‘;’"b-y/é((r

@ innovative technologies. fe 'é‘u—;»-v‘f.cp

-

¢ bafrte b
A. CNEL's Home Imorovement and Construction Loan Management -~

Including Ceneral Savings Mobilization

Several short-term technical assistance missions will be scheduled
to assist CNEL establish its home improvement and construction leoan
program. T.A. will be provided to CNEL startf to assist them in
portfolioc management, loan application criteria, savings promo-
tion and guaranty approaches among low-income citizens.

B. Passive Solar Heating D=signs and Composter Tollets

Two innovative technologies may be introduced on a large scale:
(1) solar space heating and (2) composter toilets. Colder areas
of the country, particularly in the interior, experience near
freezing winter temperatures. Due to the delicate water balance
of the interior region, the Swedish Intermational Development
Agency (5IDA) and the GOT are actively testing composter toilets
as altevnatives to water-intensive collection
and treatment associated with sewer installation.

Both passive solar heaters and composter toilets will need techi-
cians to advise on the installation and mecintenance of the two
technologies. In thils regard, it is suggested that mature Peace
Corpos volunteers (PCVs) experienced in environmental sciences,
building construction or sanitary engineering be fielded to assist
municipal technical services in inspecting these installations be
they built in conjunction with a core housing site, a home improve-
ment loan, self-help comstruction, or a neighborhood upgrading
effort. There is also a possible role for PCVs in training pro-
grams for contractors who will be responsible for installation

of the devices and for residents who will be responsible for their
proper functioning and maintenance. In the event PCVs can not be
Yetained, local training of municipality technical staff may be
made available frem the loan as an eligihle expensive.

C. The Integrated Improvement Program for the Urban Poor (IIPUP)
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Upgrading Management Training for Small Tcwn Public Works
Offices

Many small town public works offices are under-staff=d and have
received only limited training. In some cases, their capacity
to carry out complex assignments such as upgrading is limited.
Technical assistance to strengthen the management capacity

of selected towns will be provided. Advisory and management
services will help selected small towns effectively coordinate
numerous agencies. Design of the support program for small
town technical staff will be developed by DS/H consultants in
collaboration with the DCPL.

Socio-economic Services for Ungrading Benericiaries

The second component of IIPUP will provide activities to improve
the health and education of upgrading residents, as well as job

tzaining and credit programs to increase employment and produc-

tivity such as:

a) studies of social services utilization and delivery, in-
cluding survey of needs in squatter neighborhoods;

b) primary education, as well as information instruction and
literacy programs;

¢) preventive and curative community - fased health, nutrition,
and family planning services;

d) infant or pre-school day care and family welfare advisory
services;

e) other elem nts such as collective protection and safety
insturction, public transportation services, operation and
equipping of existing or planned ccrmunity facilities,.in-
cluding amateur sports;

f) apprenticeship and managerial training;

g) develcpment of revoiviag fund to provide reimbursable credits
for productive purposes to small-scale entrepreneurs

h) business management, ccnsulting services to help solve
specific purchasing, production, and marketing problems.

Both management training and the funding for socio-economic ser-
vices will be provided via a grant Project Agreement between
AID/W and the Ministry of the Interior's DCPL. THE CPSCL

would receive IIPUP grant funds and pass them on tQ respec-
tive municipalities once implementation plans nave been reviewed

and approved by DCPL. IIPUD? grant monies would be kept in an
account geparate from physical upgrading funds.

The following matrix summarizes the nature of technical assistance
activities associated with the project.
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PROJECT TECHNICAL ASSISTANCE MATRIX

e Size Duration Recipient Supplier Funded Via Purpose
Home improve- | TDY con- Five wunths CNEL RHUDO/Tunis HG fees and/or start-up advisory
gent and con- sultancles Oor more management via DS/H HG proceeds of services on foruws,
struction loan contracts Loy guarantees, loan mgmt.
Myomt. plus and savings moblilizarion
savings mooi- for the frregularly
lizarion ) ﬂ(.f/[‘// employed
Advisoury T.A. | Up to 10 starting FY 80 municipal tech. Peace Courps ‘\m and Training on installa-
for panslve PCVs or for 2 years services of or privatcly GOT Interior tion, inspection and
solur Leeting private selected small contracted and Equipoment maintenance of solar
and composler advisors towns, via DCFL/ advisers Ministries heaters and composter
totlels Up to 10 starting FY 81 SNIT/Private toilets. Trafniag ol
PCVs or for 2 years Developers municipal counteparts
private poussibly work cirews.
advisors
[IPUF support technical scaff Host Country strengthen the wgint
shadl tovn of small towns Contracts Ji? capacity of munfcipal
techufcal 4s selected by cadres to carry out
start -, the DCP rading
start m‘ re DL IIPU}>/grant: for upgrading
FY and asso-

Lirue
Locio-coconomic
1wctivities for
local npgrading
benet Iclaries

$200,000

up to 24 months

upgrading
communiclies and
residents

HC Contraces/
US cousultraats/
local supporrec

clatcd GOT contri-
bution

provide integrated

soclo-economic services

Lo upgrading areas
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PART III ©ZRCJECT AVALYSIS

A. Social Souniness Analysis

1. General Zovulaticn CTharacteristics

The latest Tunisian census was made in 1975 and counted
5.5 million inhabitants, 4L7% of whom resided within urban areas.
Between the census years 19266 and 1375, copulation growth was of the
order of 1.1 million for an annual average growth rate of 2.3.
This fizure would have teen higher if emigration had not reduced
the impact of a natural growth rate of 2.7% per year. The Tunisian
demographic structure suggests a very young population with an almost
equal distribution of males and females. The median age is 18.3
years, and life expectancy is estimated at an average 57 years.
Working age population was 53% in 1975.

Specific demographnic analysis of the Tunisian topulation
reflects two migratory patterns: (1) moderate migration towards
Zuropean labor markets and (2) strong internal migration of the
rural pcpulation towards yrban: centers. Gaps between standards
of living in urban and rural populations and urban !ob opportunities
contribute to increasing the flow of internal migration.

2. Prolect Beneficiaries and Identification of the Irregularly

SZmnloyed

The GOT has clearly stated that it intends to meet
what It feels is an unmet shelter need - to develop programs affordable
to the irregularly =mployed urtan acuseholds of Tunisia. The 3457
requnizes that no official program yat. exists to meet the shelter
needs of this populaticn which is :haracterized by its .nstable,
sporadic or seasonal income pattern. '"Irregularly employed"
corresponds to those householids in which the active adults are
not 3teady wage =earmers. Annex H provides a more thorough dis-
cussion of the unsalaried househcld in Turisia. It is not recommended,
hovever, that each program be specifically directed at the non-
salaried group. Hather all programs should te affordable to be-
low median income households with every effort being made %o
make the solution affordable to the lowest income tercentiles.
Nevertheless, AID agrees with the social objectives of targeting
the urban household. The Project will reflect ““is
priority social emphasis by implemerting various innovations which
will ensure participation by the unsalaried without formally 2x-
cluding other below median income beneficiaries.

-__The projected beneficiaries though not all identical have
similar socio-economic characteristics. Households in this group often
have ties with rural areas and family bonds are stronz. .Ire-
quently expenses are shared among relatives- who are members cf
the hcusehold. Low income and squatter residentz are usually
skilled or unskilled laborers, construction worké4rs, service
employees, merchants or artisans.



An updatsd stuldy oF income distritution iZ2s not 2x1st
£for Tunisia, tus in 1375 TNE mai2 a taorcugh stady ol toussa-
hold expendi=ures Tive +thousand nouseholis were surveyad Fronm
this survey o~n2 can estirata inscome lavels “or all Tunisia:
(1) Tunis, (2 :tner large citiss '3fax, Zcuzse, 3izarte, 3abds)
(3) <he remairing small “owns ani (+) rir2l areas. ZIstimates for 'ree
mainirz small sowns' are given below togsther With an

o

and iaflation ~c 13735,

o3

<
adjustment for income 2ro

Table 6 _
Distribution of Monthly Household Iaccme in

Tunisia's Small Towns

Percentile 1979 Ircome-=TD

61.5 96.029
60.0 ’ 93.000
50.0 - 76 .000
4o.8 75.451
Ls.0 68.500
Lo.1 61.733
35.0 55.500
30.0 49.500
28.5 4L8.01k
25.0 43.000
20.0 36.000
16.4 30.866

1 10,289

Develored prom INS report on household expenditures, 1975
Average household size of 6.05
See Annex J Tor further development,

It is noteworthy that the prolected-small town zedian inzome
is atout 76 D (3182) per monik. The market demand survey will nave
as one of i%s major purvoses Lo update <he income Jata,

L. Affordevilitv %o the Target Grcup

Monthly rerayments associated with each shelter soluticn
are affordable to the SN target population. Most solutions
ere clearly affordable to at least the 30th percent..le. The average
core unit would be affordable to small town resicdents at the
30th percentile and up. Sites and service schemes could reach as
low as the 20th percentile. The maximum ccnstruction loan would
probtably be affordable to the 35th percentile. The 20th tercentile
could be reached however if the bteneficiary took out the antici-
pated average loan of 1,100 TD. The affordapility spread €or home
improvements would also range between the 35th and 20th -ercentile.
Slum upgrading would clearly be affordable tc residents slightl,
below the 20th percentile.
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TABLE 7

Project Affordability to Target Group - 1979

(in TDs)
$

Program Totul | Minus Loan Terms Interest 2) MONTHLY REPAYMENTS

Cost Direct Down Pavment (years) Rate Amount as &8 % of family income

(1979) GoT 4 Amount p.a. at following percentiles

Subsidy (1979)
50th=76D 30th=h9.5 20th=30]

Core Average 2,230 15% + 375 + Average 15 6.0% 15.65k 21% 1% Lk
\Housing 2,500 1,855 min
Sitesl) Average N/A 0% + 0 + Average 5 6.0 % 9.666 13% 20% 27%
and 500 500 min.
Services

Maximumn max.
Constru- 2,315 2,045 158 + 345 + 1,700 15 6.0% 14346 19% 30% L0%
ction Anticipat-
Loans ed Average

1,500 1,325 15% + 225 + 1,100 15 6.0% 9.282 12% 19% 26%

Maxi mum
b ome 1,410 N/A 152 + 210 + 1,200 10 6.0% 13.323 18% 27% 374
Improve- Anticipated
ment Average N/A 15% + 120 + 680 10 6.0z 7.549 10% 15% 21%
Louns 800
151 um 660 ‘
p— approx. N/A ok + 0+ 660 20 6.5% L. 691 6% 10% 1k%
rrading approx.

2) Does not “wclude insurance or loan processing fees.

NOTE: Core houses and serviced lots are exclusive of eleztrical and water hook-ups.
with fully installed WC.

period from date of residence.

1) Follow-on residential construction to begin within 1 year from date of purchase.

Core houses must come equipped
Serviced sites will be required to have a fully installed WC within a certain time
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Table 7 summarizes the Project's affordahility to the targst
grcup at 1977 prices. .Acsual costs of the five prcrosed soluticns
will reflect inflationary trends. At the present time construction
inflation in Tunisia is 2stimated by MOL representatives at 7.37%
per year.

5. 2eneficiary Particivation

Community inputs and feedback w#ill be 2ncouraged, especially
in the upgrading aresas. ?Prior to the start of upgrading construc-
ticn socio-eccncmic and technical studies to be commissicned by
the DCPL will Survher refine ccrmmunity development priorities. A
ward representative systam currently operatss thrcugnout Tunisia,
These "d8legués" are a part of tae Governcr's offize and serve as a
sounding board Jor their constituen®ts ccncerning local ceommunity 2ro-
blems and as an administrative check upon improvement aceivity carried
cut Yy various muricipelities. The system should serve ]l for
commumnity feedbeck on all program components,

6. Role of Wcmen

CNEL has explained that women will be candidat% for
mortgages and loans on an equal basis with men. Litewise, wamen
are allowed to iaclude their own earning capacity in making a family
loan application. Women dependenis also have egalitarian inheritance
rights in the event of the death of a core hcuse mortgzages.

As a direct result of the GOT's industrial decentralization
strategy the interior gouverrorates are welcoming lignt and heavy
industry more and more frequently. This Housing Guaranty Projsct
is also part o1 the decentralization trend. Since light industry is
t;pically an employer of women, real opportunities may be opening up
for women who, in the larger coastal cities of Tunisia, have played
a vital role in augment.ng family income. Regrettably, the Joint Commiss-
iod Background Paper noted however, that literacy among women  in
central Tunisia was compardtively low...Since.it.is.expected.that
women who are fuictionally literate will be able to seek work and remain
employed more effeciively than the illiterate, it is suggested
that the socio-economic component of the IIPUP- funded technical
assistance determine what measures can feasibly be taken to raise
the level of literacy amcng women residents. IIPUP resources are
limited,but could be used to help design a program wiich might:
bring interior women into the eccromic mainstream of the country.

7. Conclusion

A wide range or shelter options will be provided which
will be affordable to the majority cof AID's target ncrulaticn.
It is not expected that any of the shelter options will csuse sig-
nificant social disruptions. Core housing plans reflect regional
domestic preferences while at the same time are exvandable over tize,
Most of the health problems in low income areas are directly c¢r in-
directly related to contaminated water, lack of adequate sanitary
services, and inadequate heat. The provision of basic services and
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shelter will result in improved health condi<ions for all prclect

beneficiaries. Access to land tenure and the financial and psycho-
logical securi<y it provides should stimulate all program beneficiaries
to meintain and improve their own preperties.

Technical Analysis

1. Construction

The proposed project relies on the high level of con-
struction exteria=nce demonstrated throughout most of Tunisia, The
GOT construction industry, through past performance under the
HG program, has demcnstrated that i%t has the commetence to imple-
ment this program at a minimum cost to the target group.

Serviced lots averaging 100 =2 will be built <o rrcvide secure
land tenure to those who would like to build for “hemselvas.
do diffizulties are an+ticipated in the qualivy of infrastructure
installaticn by tlhe pudblic utility ccmpeniss. VYiz nost csuntry zon-
tracting assistance will be provided tc the technical divisicn staff
of small towns to strenghten their zmanagement techniques when faced
with a Zrewing volume of permits, inspections and arprovals,

Core housingz 1ot sizes will average 10C =2, Illustrative 2Cre
housing plans are found ia Annex F. All oore house designs will be
expandaple via the owners own labor cr in combinaticn with small-
scale contractors hired by the owner. The initial core unit, while ouilt
in various configurations, will consist of (1) a turkish type toilet
connected to a dry pit, sewer line or corposter, and enclosed sleeping/
liring ares of around 12.0 m2 of inhabitable space, a kitciaen with sink
and counter top (either entirely or partially enclosed depending
on desizn). Core housing prototypes will te of masonry constructicn
(store, hollow tile, perhaps concrete black for non-tearing court-
yard walls),

The home improvement and cvonstruction locan programs:-will be __ =z
managed by CNZL who will develop staff capabilities to inspect all
sctivities financed ucder these two programs. It is expected that
CNEL's hcme improvement and ccnstruction inspectcrs will collaborate
closely with their counterparts at the municipal technical level.
Self-help comstruction in the form of additions, improvements and
building starts are.subjlect to GOT. approval. and. inspection through the
typical permit process.

Upgrading plans and bid documents will be prepared by the
DCPL whieh, in coordinaticn with specific municipalities, will"
manage contracts to develop project delivery plans sufficiently
detailed to be putlicly bdid. Tunisia has several experienced and well
qualified A and E firms capatle of handling sirmultan=ously urgrading
programs in several cities. Technically, the project presents no
serious architectural or engineering difficulties which cannot be
resolved. It is well within the capacity of the Tunisian censtructicn
industry tc carry out. Dislocation due to leying cf sarvice lines or
space previsions for cczmunity facilities will be kept to i minimum,

A review of both planning practices and completed shelter
examples confirms *hat the public housing «cmranies and contractors
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are fully capable ol Ifmplemencing the prorosed antivities.

SMIT's newlv de-centralized management =tcucture should strensthen
on-site quality conerel, particnlarty as it effects timely delivery
of buildirg conporents and adequite =tocalng of basic wmaterials
such as bricx and cement.  SNIT s also strengthening fts oidding,
contracting and seeounting practices.  CUitL, as the largest rorrow-
er in the Project and major vesidentlial construcrion and mertouarye

lender i Tunlsia, liRewlse exercises 1 measure of cost controt.

2. Environrcntal Considerations

T™he Initial Lavitonmental Examinacion (See Anuex ) raised four
issues of environmental concern. FEach relates to project specific
planning. Since the planniag and design of suh-projects will be
undertaken after site selection, apprepriate consideration of en-
vironmental {ssues [s best treatzd by administrative neans, rather
than tcechnical solutions, to assure cnvironmentally sound pianning.
For instance, the nation-wilde municipal plan eifort coordirated by
the MOE's Direction d'Amenugement du Territoire has led to’a more
comprehensive asscssment of the fmpact of urban development .ctivities
on the physical eavironment. Covenants and conditions preccdent to
loan disbursement (Sce page 46 for draft covenants 2 and B8) {n tne
Implementation Agreement will secure additicnal efforts kv GOT
institutlons.

Pesolutions to the four IZE reccommendations are proposed as follow:

a. Increases in water consumption should be minimized,
particuiariv in towns where sources_are being heavilw
exploited.
Core housing ard sarviced lot sites will be selected
to avoid arv undue increase In water consumption
when sonrces are shown to be in doudbt as to volume
and constart fl-w. The major wav to avoid sharp
fucreasces i water consunptien i to avoid water-
borine scuwerans. Waste collection and treatment should
he consistenr wita pood economic judgemens and shonld
not unduiy draw on the water sourve.  Uriteria for
RGUDO prosect cpproval will decinde adeguate water
suprly.

b. The prograzs clould incerporate orfective arn-
poliuting disposal of human wastn.

fenerallv, the use of the compo-ter totiot will

avoid tie petential for polluticn if =veoperly main=-
tained. However, some sites mav be casily connectoed
to existiag water horne svsters, 10 macl be Jomen-
strated that (his waste can be treated =0 a6 rot Lo
pollute the aquil-rs:  The same is %rue for 2it priwvy
installation, if aguifers are ncc¢ to be contaninated. Cfriteria
for RHUDD project approval will inclule effective
wastles disposal systems.
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c. Site selection guidelines and o review of actual
sites proposed by the GOT should be a part of the
scope of the TA services provided.

The GOT will develop site selection criteria and
planning and design guldelines, subject tec AID
approval. Approval of sites based upon soil accept-
ability of waste among other factors will be a
condition preccdent before anv disbursements are
made foo the core heuasing and sites and services
programs. AID participation in the selecticn of
zites will be reserved in the lmplementation
Aereemenc.

d. [n_the ease of the "northeva" unit with solar
heater, site cesign guidelines should be applied
cnce sites have bheen selected.

AID will! participate ia approving site layouts,
particularlv those which include "northern" units
since for maxinum efficiency thev must he ariented
for sun and wind.

Given the atove proposed sateguards, the project will substantiaily
reduce the risk of its contributing to the degradatien of the
enviromment. VFull descriptions of the compuster privy and solar
heating installation are provided in Avnex L.



C. Financial Plans

1. Re=Lernding Arrangements

Q0LA LOAN: CCNTRACT NO. 1
Borrower CNEL
$23.0 M
Sub=-Borrowers
SNIT CNEL CNEL SNIT and
Sites and Construction Home Developers
Bervices _{ Loans Improvermentd
.o M 2.5 M $2.5 M

004A LOAN: CONTRACT NO.-2

Borrower CPSCL/GOT
Poerading
2.0 M
Q04B LOAN: CONTRACT NO. 1
Borrower | CNEL
10,0 M
Syb-Borrovers
| T _L
ﬁ
CNEL CNEL SNIT and
Construction Home Improvements Developers
ans Core Housing!
$2.5 M $2.5 M $5.0M |
O004B LOAN: CONTRACT NO. 2
Borrover CPSCL/GOT
U grading
$15.0 M

Loan terms between CNEL end sub-borrowers will b specified in <heir

respective re-lending agreements.
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2. Advances

Project activities go above and bevond the shelter interventicns bud-
getad in the GOT's Fifth Plan. CNVEL has no funds set aside for exper-
mental programs sinc: all its present deposits are siazted for cont-
tract loang, Few of the municipalities have funds sufficient to
undertake ‘%tensive upgradineg. though the DCPL has asked that thev
contribute as much as their small local budgets will permit.

For the above reasomns, all programs at least during the G04A phase will
need start-up advances. The size of advances and manner of liquidation
will be determined by a review of each sub-project's initial construc-
tion costs and absorptive capacity. Under upgrading, advances will be
possible for implementation studies, associated start-up costs, and

the normal deposits necessary to begin utility installation.:;?§ifr
cally, advanced funds w,/ ho 7 exceed what is reasonably projected to

be the following six months' value of eligible expenses under any
given sub=-project.

3. Community Facilities

AID and the GOT will endeavor to provide adequate community facilities
to serve residential areas benefiting under the Project. The GOT

may agree to fund the more essential facilities from the Housing
Guaranty. The Ministries in charge of facilities funded under the HG
will have the option to reimburse the Borrower in which case the
Borrower will provide a corresponding level of additional shelter
soluticns.

4., Savings ard Down Pavments

The project's target group will be encouraged to enter a formal savings
system which would later extend a loan. Savings accounts will not be
closed upon execution of a loan as this would be contrary toc-the Pro-
ject's savings mobilization strategy. The Finance Ministry will deter-
mine the interest rate to be earned by depositers in this special
program.

5. Cost=-Recovery

Core housing will be sold via mortgages with a first lien from CNEL.

Home improvement.s and construction loans will use standard loan forms

to be drawn up by CNEL. Sites and services will be marketed by the
respective municipalities via a sales cont agsngtween the beneficiary

and the city. The cost of upgrading'ﬁ!lfv ¢ Fecovered through indi-
vidually determined household assesdient charges ” Those familles— ¢/ T¢v 194
which do not presently own their lot will #Zsesbe given the f{¢la4?/
opportunity to finance the purchase of landy Community facilities ‘
and infrastructure will be pro~rated to th€ residents using formulas

such as property size and frontage. Additional public costs could be
recovered through utility bills if the GOT so choses. Property

owners will be subject to normal real estated taxes. Residents

Cnete ((d/ﬂ‘:r; Yo ot e 2 /)‘JJ:C/L
c’f';a g€ 7 /c"} Ln’,/l‘/n'r wuﬂ(//r
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who opt to regularize their situation through-purchasc will‘receive

a sales contract convertible to a title upon full nayment of the
asgessment charges. Repayments may be collected at the local post
ocffice, the town ccmptroller's office (Recette des F%nances), or at
CNEL offices in the case of some core housing, home improvement loans,

and coustruction loans.

Bconcmis Analvsis

1. The Tunisian Dcmesti: Ecconcoy: Performance and Prostects

Tumisia is entaring *he tihird ryear o2 its ambiticus Zifth Devel:op-
ment Plan (1977-31). Scme shors-falls are expectad. Peal growth
reacked only 4.1% in 1977 (tha target rate was 7.5%). TFour areas he-
yond tiae Govermrent's control acntributed to the 1977 slowdown: a
Prolonged drought, stagnating tcurism, Iuropean impor* restric+tions on
Tunisian textiles, and wéakening in the export market for phosthate
products. In 1973, the econcmy rebounded vigorously from the previous
disappointing year with an overall growth of 8.9%. [Lespite this
outsanding performance, the malor goals set for 1778 by the Fifth Plan
were still not attained, leading to a review of priorities. llevertheless,
for 1378 zrowth in the non-agrizuliural sector was over 9% (0% in
the case of construction materials). Inflaticnary pressures zontinued
in 1978, with the cfficial rate of inflaticn a2bout 3%.

In 1979, the Tunisian Government looks to a planned growth cr
6.9%. Investment in 1979 is expected to reach $2.1 billicn, up 7%
over 1973. Analysis of Tunisian performance compared to goals set in
tte Fifth Plan st take into account the ambitious nature of these
8goals. Whether or not the economy's performance guite measures up to
vlan projecticns, its record of well balanced growth will remain
impressive.

2. Balance of Paymentis

After several years of rising trade deficits, Tunisis is striving
to irprove its current account. Measures o reduce the *rade deficit
include development of new =zarkets, product upgradiag, and increased
taxes cao imports. To the exsent that gross investmsnt 2cutinued %z
grow at an annual 12.3%7 between 1376 and 1573, the steadily rising
need for imported equipment and materials continued tc broaden the
resource gap. +hile some improvement in the current sccount is fore-
seen for 1979 and succe2ding years, malor improvements will occur
only with a sustained conjumcture of favorasble factors including
veather, commodity prices, import restraint, new exports, ard strcng
performance in tourism and transfer accounts.

In 1978, Tunisia was left with a current account deficit of
$649 million, up 11% from 1977. This was covered by long and medium-
term-credits and foreign investment, and grant aid of $17 million.
Net year-end foreign exchange reserves were slightly higher in 1978
than for the previous year. 1973 foreign reserves represented 12.9%
of the total valu= of imports.

3. Foreign 3orrcwing and Debt Service

With the outset of the Fifth Plan the Geovermment not wexpectadly
accepted the need for increased medium and lcng term coxmercial borrowing.



In late 1377 the 3C7 zmade a malor re-2ntry ints the intermational
finapcial marxets 3s TWd American banks 2c-managed a develotment-re-
lated lcan for 3123 million. In 1973, Tunisia once again exertad i<s
higzh credit rating oy torrowing $150 millicn at 7/3% accve LIBCK

2rem a consortium of Tanks led by 3anx of Azerica and Chase Mannatten.
Tupnisia's berrowing on internaticnal markets, tigntly contrclled by

+
the Cen*tral Zanx, i3 axrected t 1llion imn 1379 -
s ;

o
including cre large talance of Tayzents loan. wpils dcwnward ad-
Justzents frcm terzaps, cttimistic financi=l tlans are being made,
Tunisis's finances are in gocd order and its swreo®  credit rating
should remain zne 2 the foundazicns ¢f its econcolc growth Intc the

elghties.

Fecreign dent s2rrmice, althcugh soowiag 2limbinz, still apsorted
only 1l.+% of fireign exchange earnings. Pegarding the debt service
ratic, a recent World 3arnk survey ncted that Tunisia's ratic was
consiieraply ilower th 4

than the 13.3% average displayed by f2llcw countries
? e2concxmi~ develcopment. An Intarmastional Monetary
Tund study estimates that <he Tunisian Zebt service rasis will not

Zo teycnd 20% by 1881.

Assuming a 20-yeer lcan =t % with 10 rears grace on principal
the foreign dett effect ol a &8 million ivan wculd te slight.
Interest only payments3 during the grace period would increase the
1373 external deb* by0.4% and the 1778 debt service level by 2.0%.
Compired amortization and interest payments starting in the 1llth
vear would be equivalent to a 0.45% increase in the 1979 external
debt and would equal a 2.31% rise in the 1378 debt service level,

While Tunisisn forelgn —ebt is growing, it must be measured in
terms of the couatry's debt level compared to similar economies and the
Government's strong commitzent to fund its Fifth Development Plan.
Taking into account international trade patterns and the GOT's in-
vestment program it is likely that Tunisia will have to resort in-
creasingly <o international financial markets for its required capital
inflows. DBy these standards, the conditions of a Housing Guaranty
Loan’would appear relatively Zavorable.

SRR

O o

4, Cash Flow frcm Beneficiaries *+o Bcrrower

The Project will generate sufficizn* cash flow to be self-
supporting assuming the dinar/U.S. dcllar exchange rate remains relative-
ly stable.
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TABLE

Eatimated -Total Proiect Casn Flow Suxmmarv Zxnressed in Scllars

Years -5 A=10 11.15 1220 21-2% Tr a3 Tetal

Gain 2,223 4,643 2,3¢c¢ 13,204 37,551 73,71k 151,452

Loss  (1,435) (1,k35) (5,0C4) (5,00%) (5,304) {(3,324) (22,336)

Surplus 338 3,183 3,%02 23,200 32,953 T4,71C 128,660
Assuming:

(1] Each program reinvests any surplus earned at end of each
round at same terms;
(2) Sub-projects deficits are sustained by GCT Treasury.
(3) Q04A and OOLB are contracted at the start for full amcunts, arnd
(4) Repayments due investor are lsvel even payments.

) (ver tne course of the 30 year loan GOLA and B ccampined
represent a surplus of $129M on a 350M investment or on tae average
a $4.289 M gain per year (17%). This 17% rate of retura is accept-
able given the preferred minimum of 15% for other AID prolec*s.
Aanex K develops cash flow projections for eech tranches's sub-

projects using the same assumpticns as in Tableg’.
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Part IV. DLPLEMEYTATICN ARRANGEMENTS

A. Governmert Administrative Framewoik

Tmisia is divided into 13 gzouverncrates, under the direct control of
tkte Ministry of Interior. Each gouvernorate is zanzged by an Advisory
Board whose members represent professional and social organizations.
Executive powers are sntrusted to a Sovernor, who is appointed by the
President. Gouvernmorates are local authoritiss, and ccnstitute adminis-
trative subdivrisions of the country. 3udgets cf tie gouveraorates are 2Dpro-
ved by and are entirely funded through the Ministry of Interior. In
urban areas management is the responsibilizy of the cormune or municizality,
8 subdivision of the gouvernorate. Members of the municipal council are
elected officials whe, iz turm, elect the President of the Municipality
cr Mayor, who assumes executive powers. Communes have financial resources
of their own, funded from local taxes but these are very limited. Weak
bureaucratic control at the local level has contributed to bottlenmecks in
spending monies allocated to small towns.

Frequently mayors must rely on national level technicians to approve
plans and make inspections. Finelly, local provision of community facilities
is largely dependent on budgetary allocations set at the national level.
Consequently, coordinaticn of activity at the local level is often hampered.

B. Institutional Zapabilities

Based upon previous experience with GCT shelter-related parastatal
agencies it is confidently felt that they have sufficient technical and
managerial capacity to carry out the project effectively.

1. La Caisse Nyetionale d'Evargne-Lozement (CNEL)

«The CNEL administers a variety of lending programs-and has
shown a history 8f rapidly increasing savings and loan levels, 3y
the end of 1978 CNEL had LS millior dinars in lcans cutstanding
for ccnstructicn financizng, 10 million dinars in loans related to
the standard savings program, and 20 million dinars in loans related tc
the "bridge" loan which may be made at CNZIL's cption after two years
of savings experience. The 1977 balance cueet of the CNEL reflected
assets of around 52 million dinars, including constructica financing
loans of approximately 25 million dinars and about 11 million dinars
in pass-through funds borrowed at 9% from a Persion Gulf State.
Savings levels at the end of 1977 %ctaled over 26 million dinars.
The other principal sources of funds were foreign borrowings and lend-~
ing from the Banque Centrale de Tunisie or the ccmmercial banking
systemn,

CNEL managemert realizes that the contract approach brings with
it rextain inflexibilities. Not swrprisingly, CNEL has expressed
interest in some of the innovative, flexible aspects cf the proposed
Project. The Project is viewed as an opportunity to expand activities
beyond the rigid lines set by contract savings. HG-004% would permit
CNEL to broaden its client base and acquire experience beyond the
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2. La Sccii~& Yaticnale Zmmptilidre de Tunisia (33T7T)

t
1y
(17

o

Miaistry of Zguitment as regards
princical hcusing censtruction agency
regional corrpeorations were set up *o e tr
SNIT otrerations. The SNIT re-crgani n has teen lesign perais
the construction of gzovernment-sunp uni*ts which reflact variations
{in climate and pcpulation prelerence in *the varicus regicns c¢f the
country. OSpecifi: unit designs are originated by “hese regicnal
¢ffizes which are directly responsidlie for contracting vrolects
and monitoring their construction.

Since the establishment of the CNEL in 1974, SNIT has directed
its construction program at the CNEL saver plang. SNIT urban
programs have, as a result of this tie with CNEL, focused
mostly on the coastal cities, However, SNIT continues its producticn
and sales coantrol over the rural housing program and requires the gover-
nors to submit lists of eligible buyers and only permits the building
of rural units at least 10 kilometers outside municipal boundaries.
Consequently, SNIT is not unfamiliar with construction opersations
in the target area. Up to 80% of SNIT operaticns are financed.through
the ENEL.

SNIT has made.+tremendous gains in recent vears in lncreasing
its production levels to match those identified as required in the
Fifth Plan. Sizce 1669 SNIT has almost quadrupled its annual pro-
duction level. In fact, SNIT is to build 80,0C0 of the 125,000 uni*s
scheduled under the 1977 to 1981 development plan. SNIT activities in
1978 reached a level of more than 130 million dollars in investment
in shelter proJjects with 21,000 units being delivered duriag the year.
SNIT is a recognized major housing production company even by world
standards. I% is clear SNIT panagement 1S capable of handling the zro-
posed prograns.

Sy far vbe most important age
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3. La Directicn des Ccllectiritds Puplijues Locales (DCPL:

The DCPL has teken on a new lcck in recent years., Jurre
the MUT is comsiilering a reforz of the crganizasizail structure 3
the DCPL, stecifically to assure a more efficient =prorach 2
improvenments. The IBRD project, now under way, offers zhe 7irs:t zal
oppertunity to develop tae staff and organizatica wailzh is necesss
for channeiling international assistance funds <o municircal projects
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ing additice te improwving +the CSIPL's ability o iza2l wita the siklect
matter. The ZCPL's Caisse e Prews et <de Zcoutlen le3 Joillectivizas
Locales (IPSCL] zas alss Zeen zavit g2 tiat tn2 GIT will have
a tetter financial repduwit i T as3is%t <n=2 urctan develor-
zent prceess,

The CPSCL 1s under the surervisicn < <hs [idnis+triss o7
Interior wnd Finence. The :PS?L'S malin tarTose 13 4o lernd to puclic
eptities sucn as Tuniciralities ani gouvermoretas fir inencing puclic
facilities, inlrastructare works and municinal 2ousiag dsvelorzxment.
About 20% cf CPSCL'd resources derive frocm Covernmment dudgetary alloca-
tions. CPSCL had assets in 1978 of abcut 32+ millicn 2quivalent.

It holds its aczcunt with The 3angie tour 12 levelcrpement Zconcmigue
de ls Tunisie (2DET) which has major rnsnon513171‘y +‘cr the financial

management ¢f CPSCL funds.

Ipitial familiarity with IBRD project oreratian will strengthen
the DCPL/Caisse staff which should be ready to expand its facus to the
interior of the country by the time the HG Prolect begins implementa-
tion. The results of this "break-in" period should be positive and
lead to a major new GOT effort to cope with the problems of municipal
government as it confronts urban development during the Sixt!. Plan
pericd.

4., Conclusions

Small town technical staff will need techmnical assistance 1in carry-
ing out the upgrading sub-project so that funds will disburse effi-
ciently and so that activities will be effectively coordinated at
the local level. On the basis of similar programs previously com=-
pleted with AID assistance, DS/H has found that the participating
GOT agencies have the technical and managerial expertise to success-
fully execute the program.

Cc. implementation Plan

It is expectad that the Project will be authorized (first trarche of

$25.0 million) by September, 1979. By November, 1979 REUDO/Tunis will
discuss and negotiate the lmplementation Agreements with the Ministrv

of Plan and the two future Borrowers will develop master delivery

plans for each sub-project presenting the production rate and disbursement
requirements. Once the project deliverty plans are approved by RHUDQ/Tunis
DS/H will advertize for U.S. lenders. Further implementation steps are
noted with critical project indicators in Annex A, the Project Perfor-
mance Tracking Network.

l. Project Monitoring

Program technical monitoring will be the responsibility of SNIT for
core units and serviced lots, CNEL for home improvements and con-
atruction loans, and DCPL representatives in cooperation with the
numicipal technical services for upgrading. RHUDO and GOT agency
counterparts will follow progress in all program components,
especially any deviations in the relative progress of the program
from the critical stages high-lighted in the project deliverv plans.
They will maintain open lines of communication between all respon-
sible parties to flag existing or potential bottlenecks to pro-



gram development. Comsctruction will itself be monitored according
to project delivery plans and periodic progress rerorts.

2. Project Evaluation

Socio-economic baseline data will be assembed prior to any sub
project's implementation. To establish an appropriate framework
for measurement and analysis these data should be presented within
five general catagories: Physical, Economic, Fiscal, Social

and Environmental,.

An annual project evaluation will be performed by GOT ocfficials sub-
ject 'to ATD approval., The annual review will evaluate the progress
in meetingy the cutputs envisioned for the program as outliined in the
Logical Framework. The actual assembly of information and its ana-
lysis will be the responsibility of Tunisian authorities. Data and
analysis relating to direct project outputs will be readily avail-
able as part of normal record keeping. CNEL will coordinate the data
assembly and analysis activities of SNIT and itself. THE DCPL will
assemble and analyze data orginating with the municipalities which
‘have upgrading activities.

A nid-project evaluwatien will be required prior to authorizatio
of the (04B tranche. At this juncture CNEL will make a particular

effort to evaluate credit risk among the unsalaried and will eva-
luate performance of private developers, especially any legal or
financial barriers limiting their entry to the social interest
,housing market. Also, an evaluation of housing sector finance poli-
cles will be conducten. ,%E ing the mid-project evaluations DCPL
will make an effort t\{ﬁb_~§§3fhnd evaluate” the economic and health
effects of passive soldr heating and composter toilets (e.g. inci-
dence of water borne disease, respiratory infections, infantile
mortality, etc.).

D. Conditions and Convenants, Negotiation Status

1. Negotiation

After authorization of the HG, a Letter of Advice will be issued to
the GOT Minister of Plan, subsequently notices will be placed in
the Federal Register to identify U.S. lenders. The Borrowers will
enter into negotiations with investors, seeking financing for

the Project on the best possible terms. The Borrowers are required
to inform RHUDO/Tunis and DS/H of all proposals received and of
their preference. Upon DS/H approval the Borrowers may accept a
commitment fommdo=dzys from the selected investors. The terms of
the four basic HG documents to be negotiated are:

a. The Loan Agreement (between the U.S. investors and each Borrower)
setting forth the terms of the loan and be signed by the Miais-
try Elan, acting for the Borrower and the U.S. 1lnvestors.



=45-

b. the Contract of Guaranty (between AID and each U.S. investor)
signed by AID, will assure the U.S. investor against any loss.

¢c. Host Country Guaranty (Republic of Tunisia and AID) sigred
by the Ministry of Plan will provide a similar assurance to AID.

d. The Implementaticn Agreement (AID, Ministry of Plan, and
Borrowers) will set forth the implementation procedures and condi-
tions precedent to disbursements for HG financed projects and
covenants.

The Implementation Agreement will be negotiated and signed firsc.
Subsequently, the other three documents will be negotiated and
signed. In addition, legal opinion of the GOT's Legal Counsel

for each of the instruments, and designation of the Borrowers' repre=-
sentatives are required.

2.

Terms and Conditions of the Guaranty

1, Term of Guarantv: The Jloans shall extend for a period of up
to thrity years (30) from the date of disbursement and may include
a grace period of up to ten years on repayment of principal.

The guaranty of the loans shall extend for a period beginning

with the first disbursement of the loans and shall continue

until such time as the Investor has been paid in full pursuant

to the terms of the loans.

2. Interest Rate: The rate of interest payable to the Investor
pursuant to the loans shall not exceed the allowable rate of in-
terrst prescribed pursuant to Section 223(f) and shall be con-
sistent with rates of interest generally available for similar
types of loans made in the  long term U.S. capital markets.

3. Republic of Tunisia Guaranty: The Republic of Tunisia shall
provide for a full faith and credit guaranty to indemnify AID
against all losses arising by virtue of A.I.D.'s gzuarantv to

the Investor or from non-payment of the guaranty fee.

4. Fee: The fee of the United States shall be payable in
dollars and shall be one~half percent (1/2%) per annum of the
outstanding guarantied amount of the loans plus a fixed amount
of $250,000 to be paid as AID may determine upon disbursement
of ~he loams.

5. Other Terms and Conditions: The guaranty shall be subject
to such other terms and conditions as AID may deem necessary.

Covenants and/or Cor 'itions Precedent to Dishursement

1. Eligibility of Berneficiaries: Prior tc the first disburse-
ment, the Borrower shall present for AID review and approval,

the procedures to be used by the Borrower to assure that bene-
ficiaries meet the below median income test. New sub-projects
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or parts of new sub-projects for which loans are to be used
must be arffordable by households with incomes below the median
urban income. Adjustments to this target median income level
will be reviewed periodically.

2. Construction Standards: Prior to dishursement .for their res--

pective sub-projects, the Borrowers shall present for AID review and
approval the sub-project plans for: environmental and social

soundness, technical soundness, and financial soundness.

3. Evaluation: Evaluation of the progress in meeting the out=-
puts envisioned for the Program as cutlined in the Logical
Framework will take place on a regular basis. The Borrowers
will ba expected to submit periodic Progress Reports. Evalua-
tion will be carried out as outlined in the Evaluyaticn znd
Monitoring Guidelines of the AID Office of Housing dated
November, 1978, as amended. In addition, baseline data will
be established prior to project implementation to enabl. nn-
oing measurement of program impact on beneficiaries
gotne Pros P &/ ,zvn/é !/ w el
4. Housing Finance System: Prior to th Borrower equesting
a second HG authorization, there will be’studies “‘underway wich
respect to a comprehensive hou lng nance system in TunlSladtﬂﬁf/
;6’1 W e
S. Areas Selected: 'Areas selected for slum upgrading must be
predominantly low income,

6. Cost Recovery: Land and construction costs shall be charged
to the beneficiaries in order to assure cost recovery to the
fullest extent. Public costs of on-site infrastructure to the
extent not recoverable through user charges shall be minimized
and shall be the subject of AID reviews under paragaraph 2 above.

7. Maximum Cost Per Unit: Maximum cost levels for units
financed under the Program in whole or in part are subject to
AID approval and will be established in the Project Delivery
Plans and reviewed periodically.

8. Technical Review and Approvals: Prototype solution designs
and specifications including cost estimates will be subject to
AID technical review and spproval. Project sites and community
facilities will be integrated to the maximum extent feasible into
general area development plans also subiect to AID aporoval.

9. Market Demand Study: The GOT will conduct a market demand
study subject to AID approval to determine the location and
apportionment of sub-project activities and to update inccre
distribution data. All costs associated with the Project's
market demand study will be eligible expenses reimbursable from
loan proceeds and may be charged to the beneficiaries as part of
the normal overhead costs of the Program.
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10. GOT Inter-ministerial Agreement: The GOT will execute a
special protocol between CNEL and the other implementing agencies.
The protocol will allow CNEL to operate, on an experimental

basis, a "free'" saving and loan operation using the various
principles and techniques common to that industry.

11. Location and Sale of Rural Units: The GOT shall agree not
to build residential units financed under its Rural Development
Program closer than 10 km. to incorporated townships.
2
"Other Terms and Conditions: The Implementation Agreeement
shall be subject to such other terms and conditions as AID may
deen necessary.
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ANNEXES

Project Performance Tracking Network

Logical Framework

Escimated Project Outputs for Second Tranche and Total
Estimated Value of Project Inputes for Second Tranche and Total
Issues Surfaced in PID Approval Cable

Illustrative Core Housing Prototypes

Identified Potential Upgrading Sites and Cost Estimates
Analysis of the Unsalaried House'old

Initial Environmental Examination

Distribution of Monthly Household Income in Tunisia's Small Towns
004A and B ELstimated Project Cash Flows Expressed in Dollars
Report on the Application of Innovative Technology

GOT Rcquest for Assistance

AID Statutory Checklist

Guaranty Authorization
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ANNEX A
PROJECT PIRFIRMANCD TRACRING HETAURA

Critical Project Indicataors

Results orf Demand Study

Implementacion Agreement

Core Housing Management Starff Selected

Improuvement and Construction Loan Staff in Place

Credit and Repayment Guarantee criteria set for Improvement and
Construction Loans

Two month T.A. on Improvement and Construction Loan Management
Begins

Criteria for S/S Beneficiary Selection Set

S/S Staff in Place

Definitive S/S Sites Selected

Definitive Core Housing Sites Selected

Up-grading Management Staff Selected

Loan Agreement Signed and First Advance

Core Housing Construction Bids Go Out

S/S Construction Bids Go Out

Home Improvement and Construction Loan Advertizing Program Begins

Home Improvement and Construction Loan Processing Begins

Up-grading Studies Bids Go OQut

Core Housilng Contractor Selection

S/S Contractor Selection

Core Housing Congtruction Advance

S/S Construction Advance

Core Housing Work Begins

S/S Work Begins

Up-grading Firm(s) Selected for Physical and Social Surveys

Acvance for Up-grading Studies

Up-grading Studies Begin

HI and Construction Follow-up TA

Second HI and Construction Advance

First HI and Construction Loans Completed

Preliminary Results of Up-grading Studies Submitted

Regular Annual Evaluation

Finalized Up-grading Plans Approved

Up-grading Work Begins

Home Improvement and Construction Loan Follow-on TA

Third HI and Comstruction Loan Advance

S/S Sub-Project Completed

HI and Construction Loan Follow=-on TA

In-depth mid-Project Evaluation

Sale of S/S Lots Completed

PP Update and Recommendation for 0()4B Authorization

Core Housing Construction Completed

Upgrading completed and Beneficiary Assessment Finalized
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LOGICAL FRAMEWORK
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ANNEX C
: 004B ESTIMATED OUTPUT APPORTIONMENT BY GOUVERNORATE AND Pnocnaul
Core Housing Loans for Construction Home Improve- Upgrading Total No.
Gouvernorates Mortgages Serviced Sites Loans vement Loens Loans3 of Solutions
S1di Bouzid 30 0 20 29 - 70
Gafsa 260 0 140 210 420 1,030
Kasserine 100 0 50 80 3,000 3,230
Jendouba 90 0 50 70 2,590 2,800
Beja 130 0 70 100 800 1,100
Le Kef 110 0 60 90 470 730
Siliana 60 0 30 50 0 140
Residual ~ 0 - - 360 360
TOTAL 180 0 420 620 7,640 9,460

lAsaumlng total Program restricted to the 7 priority Goavermorates
2
Apportionment based on gouvernorate relative degree of urban population.

Based on identified neighborhoods.
L

Assume sales in 1981.
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AINIEX C
004 ESTIMATED OUTPUT APPORTIOIMENT BY GOUVERNORATE AND PRGGRAM

1

Core Housing Loan? for _ Construction Homz Improve- Upgradigg Total No:
Gouvernorates Mortgages Serviced Sites Loans ment Loans Loans of Solutions
Sidi Bouzid 130 T0 40 50 0 290
Gafsa 1,190 590 310 L60 L20 2,970
Kasserine 450 220 110 170 3,500 4,450
Jendouoa 10 210 110 160 2,560 3,550
Beja 580 290 150 220 1,300 2,5k0
Le Ker 500 250 130 190 L70 1,500
Siliana 250 120 T0 100 o 540
residual 0_ oo 0 - 0 360 360 g
TOTAL 3,510 1,750 920 1,350 8,710 16,240
1

-

3

Assuning total Program restricted to the 7 priority Gouvernorates.

suvorticament based on gouvernorate relative degree of urhan vcpulation.
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ESTIMATED VALUE OF 004 B PROJECT IKNPUTS; KG, GOT, AND PEMEFICIARIES

(in ‘Tousendz of T2 ard §;

=< Core KEyusing Sitzs and Cerviceu Constructinn Loens Home Improve=asnts Upgrading Totel Project
cu=Tunde ! lenesiciazy $ & $ $ ¢ ™ $
% ,900 0 2,33 2,L00 1k ,600 10,120 2k, 30

70

50

3

3,300

2,970

39 o] 50 50 1C2 jeo 22

OO UG TULLS 5,000 0 2,530 2,500 15,0C? 19,4090 25,095
cnellzinry Particl-

raticn G2 0 S0C Loo o] T 1,8z

LT rarsizizaticen 5C0 0 300 0 0 50 e

Toomoity Fusilities 1,320 0 b) 0 17,7502 8,0 10.;%‘

a XaKuy



ESTIMATID TOTAL VALUT OF 00k oro’:

T INPUTS: HG, GOT, AXD BENEFICIARIES
(ir Trocucande of TU andl)

Hiopielac Core Housing Zitrs end Sorvices Crnstrectisn Louns Hoxe Imrrovemerts Uvereding Totel

12-Funded Beneficiary $ $ $ $ $ 7D
150938 15,500 2,400 L 800 L, 820 16,500 20,050

sicn 37c 50 100 100 352 L10

S+<ulles 139 s> 100 100 559 390

TUTAL H4G FUuI 22,000 2,500 5,009 5,090 17,570 zoL,Ene

Zeneliciary Partici-
rz=ticn 3,550 0 1,000 860 o 2

Sormailty Jezilities 7,233 3.k07 o] 0 19,70 15,670

3oALIZ TOTAL 33,20 9,000 6,602 5,900 37,300 37,000




ANNEX E

ISSUES SURFACED IN PID APPRQVAL CABLE
(State 224906 para 1 September 19, 1977)

A. Extension of Settlement Uperading Programs to New Areas in Tunis
and to secondary cities in order to assure direction of continued incre-
ments of GOT Resources into low~income neighbourhoods.,

As part of the GOT's decentralization strategy the Project will
focus on urban areas located in the northwest and west central gouver-
norates. Settlement upgrading activities will continue in Tunis and
Sfax with IBRD funding. :

B. Description of how the kinds of activities planned under proposed
tmprovement Program for Urban Poor (IPUP) in preparation for Mellassine
Neighbourhood can be sxtended to low-income communities to be upgraded
under new progrii,

The IIPUP scope of work now beginning implementation in Mellassine
calls for a thorough discussion of ex:tension strategies. During FY'80
additional IIPUP funding of two or more resident consultants is proposed
to design health, education, employment activities for the upgrading
areas targeted under HG-004. These consultants will benefit from the
results of the first IIPUP effort in Mellassine. At the end of FY'80
the I1PUP consultants for HG-004 would have develouped a 3~year proposal
which could begin disbursing with the actual start of HG-funded up-
grading work.

C.o Degree to which core housing program will further indicate propress
in application of approach.

The 004 Housing Guaranty sponsors only one-room cor= units, SNIT
regional representatives are themselves designing one-room units. CNEL
representatives are contemplating a one-room core program of their own
in Kasserine. The generalization of the onec-room design pursuant to the
market sales . utcess of HG-003's one-room experiment is the major mea-
sure of success,

D. Within the parameters cf GOT policy, steps to reducu the impact of
subsidy within nverall sector financing.

Increasing reliance on CNEL is the best indicator todav that the
GOT seriously intcrds to make the shelter sector nwre sclf :cliant,
Siaqiﬁicanc m wes in this direction (reducticn of direct su-sidies,
free uavings development, more realistic loun terms) are expected Lor
the Sixzh Plan. Minigtry of Equipment officials have explained that
tiigy are increasingly awcre of the bottlienecks in their housing finance
structure and will keep the Regional Housing Office aware of its deli-
berations and recc=mendations as it considers new policles for the
Sixth Plan,
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E. Extension of minimum standard, winimum subsidy criteria within
GOT policy parameters to a rural housing program coordinated with develop-
ment of other economic activities in rural areas.

The GOT has requested that HG-004 focus on urban areas (incorpora-
ted areas of more than 2,000 inhabitants). There are no direct project
links with economic activities in rural areas.

F. Discussion of Interrelationship betwecen proposed program and (1)
other AID Programs in Tunisia, and (2) IBRD initiatives, which are
being resumed and appear to be expanded to include neighbourhood up-
grading on basis of AID successful initiative in Mellassine.

(1) HG-004 will concentrate its effort in the West Central and
Northwest Gouvernorates which include the Central Tunisia Rural Develop-
ment Effort. The projects have not been designed as a package and are
independent efforts. The guaranty has a much broader geographic scope
but will remain in urhan areas. The activities developed under the
Integrated Improvement Program for the Urban Poor (IIPUP), a DS/H
grant with USAID/Tunis oversite, will develop socio-economic activities
in several upgrading areas.

(2) In May, 1979 the IBRD and GOT negotiated up-grading initiatives
for two Tunis squatter areas; Djebel Lahmar and Saida Manoubia. In
addition, Stax with IBRD assistance will undertake slum up-grading,
Medina rehabilitation, core housing develooment, and improvements in
its transportation network.

The IBRD project will pass 1its loan proceeds through the Direction des
Collectivites Publiques Locales (DCPL) in the Interior Ministry. Due
to this Ministry's evident flexibility, broadly defined role, and com-
plete gecgraphic coverage it will be the implementing agency for both
the IBRD loan and HG-004 funds in support of slum up-grading activities
within the interior of Tunisia, This preference will avoid duplication
of administrative units. This proposed follow-on arrangement has been
discussed with IBRD representatives during their various missions to
Tunisia. They find the follow-on funding concept quite acceptable as
does the Interior Ministry.

Compared to previous HG initiatives and the new IERD projects for large
coastal towns, HG-004 represents a pioneering effort to bring shelter
improvements to residents of interior rural towns. This shift reflects
the GOT's strategy to decentralize the benefits of development.
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ANNEX. F

ILLUSTRATIVE CORE HOUSING PROTOTYPES

1. Core Housing Concepts for Interior Towns

20 millicn of the proposed 50 million dollar loan will be used for construc-
tion of expandable core units on serviced lots in interior towns. The
physical and socio-economic conditions in these towns differ mquedly'from
those found in Tunis and the large coastal c¢ities. They also differ from
one region to :the other. The expandable cove unics, while having certain
common elements should not be identical. Reyional differeunces in climate,
soil conditions and the level of existing infrastructure as well as living
patterns of the target population should be recognized in unit design and
layout, in designation of constructiun materials and in the inclusion of
technical innovations such as solar heating or composting toilets. 1In
general, the units should be as basic as is feasible within the constraints
outlined above in order to make them affordable to the target population.
Usually this will mean that a readily expandable, fully serviced core unit
will be provided, consisting of a toilet and a kitchen plus one sleeping/living
room within a walled compound. Provision should be made in the desigu for
expansion by the addition of several rooms which can be built in stages.
Visits to several sites where core unit projects have been built within the
past three years indicate that expansion is likely to take place rather
quickly after the family moves in, particularly in Sidi Bouzid and Gafsa
where original core units were almost unrecognizable after the first

vear. Thus it is imperative that unit layouts facilitate these conditions.

2. Basic Core Unit Costs

An analysis has been conducted of the various unit plans currently being
built in the four SNIT regions including those constructed under the rural
houging program. The unit plans proposed for the IBRD-sponsored project
in Sfax were also included in the review as was the unit being constructed
by the Ministry of Equipment's Centre de Logements Experimentaux.

While the rural units as they are presently being built may not be suitable
for urban settings, much can be learned from examining experience with con-
struction, sale and modification of these units. Lot size is remarxably
consistent ranging from 100 to 110 square meters. The initial rural unit,
wnile built in various configurations, cunsists of: a turkist type toilet
connected to a dry pit (puits perdu), an enclosed sleeping/living area
ranging from 14.4 to 16.74 square meters total (some are one room, others
are divided into two smaller rooms), and a covered but not enclosed kitchen,
a sink and counter top against one wall of the court yard. Actual 1979
construction costs for these rural units range from 1,000 to 2,000 dinars.,
This price does not include acquisition of the land or the costs of sub-
dividing and servicing the lots. The units are provided with neither
plumbing nor electricity.

The land if acquired from private owners would cost somewhere between one
and three dinars per square meter, raising the cost of these units by 100
to 330 dinars. Land development costs including grading for roads and
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drainage, paving of principal roads and extension of waterlines but excludiag
sewer lines would add about 500 - 550 dinars per lot except in (1) Sidi
Bouzid which has drainage and foundation problems due to the high ground
water table and (2) Beja and le Kef waich have steep, rocky sites, The
addition of water and electrical hook ups, water supply and drainage lines,

a water tap in the kitchen and the W.C., and minimal electrical fitting
would cost an additional 140 - 150 dinars. Thus the adjusted costs of the
rural units currently being built is between 1,740 and 2,130 dinars

These costs still do not include a wall around the courtyard. When the rural
type units are built on the edge of tnwn the first pricrity appears to be
to construct an enclosing wall. If sufficient funds are not available to
construct the wall immediately, temporary enclosures are set up to screen
the kitchen area and the entry to the house. Thus it would seem that the
courtyard enclosure is considered cven more important than a second room.

3. Proposed Southern Unit

In Gafsa, SNIT otfficials have modilied the typical rural unit layout in
response to user preferences. One room units are now being built, since
practice showed that many families took down the wall which separated the

two small rooms to make one larger one. The location of the toilet was also
changed to provide greater separation when it was discovered that many fami-
lies covered over the toilet and built a new one on the opposite side of the
courtyard. This would suggest a preference for the traditional courtyard
oriented house where circulation between rooms is outside and much of the
family activity takes place in the courtyard. The IRRD study of the Sfax
medina and the subsequent proposal for expandable core unit houses reinforces
the idea that this style of living remains prevalent in southern Tunisia.
Figure I illustrates an expandable unit plan suitable to the climatic condi-
tions and living patterns of the south. The cost for the initial phase should
be no more than that of a rural house fully serviced, or about 1,900 dinars.
While this unit is particularly suited to Gafsa, it may well be prefered

by some part of the target population in other towns as well., A full market
analysis should be conducted before the precise number and distribution of
units are set.

4. Prcposed Northern Unit

For those towns in the mountainous norther region of the country, Siliana,
Jendouba, Beja, le Kel, and Tabarka climatic conditions suggest that alter-
natives to the unit designs now being built should bLc considered. An
innovative application of solar design technology will substantialiy improve
living conditions of the target population in this area where winter months
are cold and demp and where fuel costs are prohibitive fur lower income
families. Present unit design and construction practices in this cold,
humid area are regrettably not much difrerent from those applied in the hor
arid-parts of the couatry. Thus, families are living in damp rooms where
inside temperatures rem:in below 50°F for several months of the year and
often reach tue lower thirties. Quite predictably respiratory infections
are common. Figure 2 :llustrates an expandable core unit warmed by the

heat trapped in a greenhouse-like, southern exposure courtvard. In summer
months, the greenhouse panels must be shaded and partially opened for



circulation. Otherwide, no maintenance is required. The cost of a passive
solar heating system should not exceed 200 dinars. Labor costs are higher
in the northern region than in either the ceuntral or soutliern regions. Thus
the cost of constivuction may be as much as 10% higher than the unit proposed
for the south although some savings can be realizeu in the construction of
the south wall of the core unit which should not be heavy masonary as rapid
heat transfer is desirable. Thus the total cost of the proposed northern
core unit, including the solar heating, should not exceed 2,300 dinars.

5. Proposed Central Unit

For the towns in the central region no single unit plan can be recommended on
the basis of climatic or other physical conditions. Standard construction
practices followed throughout Tunisia are suited to this area. Thus, it

is not so much physical differences as variations in living patterns and
cultural expectarions which suggest a third type of cxpandable core unit,
This unit, illustrated in Figure 3, is aptly designated by SNIT as the
"Suburban' plan.

While still well suited to the traditional Tunisian living pattern it can
serve well as a transition to the more urban Tunisian lifestyle where ouc-
door space is scparated between a decorative rfrontyard and a more functional
rear court. The plan is particularly well suited to families with previous
urban experience and may well match the expectations of many of the families
moving to Sidi Bouzid and Kasserine. Evidence of urban prefercnces in
living patterns was found in Kasserine where residents of SNIT units with
central courtyards (rural living pattern) had covered their courtvards,
cffectively turning them into c¢n interior room with clearstory lighting,

a type of central hallway elimintating exterior circcriation but also eliminating
all exterior space. while not desirable, this option was considered prefer-
able by the occupants to living in the open-courtyard style house which

they viewed as too rural,

The lots tor the central region prototype weuld range from 75 square meters
for the two story plan to 85 square meters for its one story variaticn. The
costs of building these units are well known in the Tunis area where it
currently costs about 2,300 dinars. Costs in Kasserine and Sidi Bouzid

are not likely to be appreciably lowver.

Summary

The above variations in unit design offer an opportunity vo produce core units
well suited to the physical and cultural necds of the target pgroup. The

exact mix of unit types built in each town will »e determined on the basis

of detailed market studics conducted as a part of the prnject developrent
process.

Constrxuction materials and techniques should follow standard Tunisian prac-
tices which are described in a separate report except where the introduction
of solar heating technology requires special modifications. It is also
possible to equip any of the three unit designs with ecither a dry pit privy,
a compost toilet or a turkish style flush toilet connected to a central sewer
system, The.advantages and cost implications of these waste treatment alter-
natives are discussed in Annex L. All unit costs in this report assume

the use of dry pit privies. If composter toilets are planned, costs would
rise an additional 200 dinars per house.
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ANNEX H

ANALYSIS OF THE UNSALARIED HOUSEHOLD

Background

The upgrading neighbourhoods while differing in their social and economic
characteristics all share the common problem of employment gengratioﬂ.
Cach of the major interior cities has a highly active informal sector
which accounts for the majority of the enterprises operating. This sec-
tor as defined within the Tunisian context consists of estzblishments

in commerce, manufacturing, and services employing less than ten persons.
From what is known about the employment structure in the cities of the
interior, it can be inferred that the proportion of roun-salaried workers
is certainly higher than the national average.

The Project's target group as defined by the GOT includes such occupational
categories as traditional and modern artisans, owners of small-busi-
nesses, self-employed agricultural and construction workers, skilled

and semi-skilled laborers in the informal production, commercial and
service sectors. Regrettably no specific data exist relating occupa-
tional structure to income levels in the secondary urban centers.

Income Levels

The GOT's Institut National de Statistiques (INS) recently conducted a
survey of small enterprises. Results shiow that the wages paid in this
sector allow tie majority of the workers to earn more than the minimum
wage (45 D) with the exception of apprentices. Howcver, the range of
wages, in this sector, does not rise much above 30 TD per month. It
should be noted, however, that there is an average of 1.5 persons
working per household, and therefore total household income is nigher
than wages earned by the head of the household. Income distribution
for 1979 shows that this 45 D to 80 D income range corresponds approxi-
mately to the 25th to 50th percentiles in small Tunisian towns. lence,
the GOT's target group definition of the "irregularly employe’" recflects
rather well the median income limitation required for AID heneficiary
eligibility.

Formal Employment Services

The opportunity for stimulating these businesses and creating employment
exists. However, the National Employment Office's (OTTEFP's) activities
in the training field have not shown much promise in the placing of
applicants. Programs for making credit available through :hc Fond

pour la Promotion de Developpement Industriel (FOPTODI) tend to bypass

the smaller businesses which generally obtained credit from informal
sotrtes.
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Potential for Savings Mobilization

If CNEL 1s to attract more savers in the secondary urban centers, it
will clearly have to promc:ie its cfforts towards those groups wlifo are
not salaried since they account for such a significant segment of the
total working population (vet not more than 6% of CNEL savers). NEL's
lowest income savers /categories A and B) also represent potential
clients 7or tne core units. While these savings categories do noct
necessar.lv rerlect that these rlients are within the 40 to 80 ID income
range, in the case of at loast half of those surveved in 1977, their
incomes were below me "an.  Also AN & B savinrs categories represent

from 20% to 607% of current CNEL savers in the towns urnder consideration.

The actual level ¢f monthly payments for shelter in Tunisia is abcut
20% of the gross income of the household. [t is expected that the
"unsalaried' beneficiaries would accept a 25% "rule-of-thumb" if
extended the right to normalize their shelter situation and become
residential property owners. The actual maximum indebtedness allowable
for CNEL's contract savings beneficlaries is ore-third of income.

Existing Socio-Economic Data Base

Only Beja has undertaxen a socio-economic survey of residents in Sidi
Fraj, the results of which have yet to be puplished. A survey by the
Institut Naticanal de Statistique (INS) of all small businesses has been
undertalken fcr all Tunisian urban centers., Results will be published
within a few monchs. Therefore, the task of establishing the number of
enterprises and types has already been performed. Further study neceds
to be undertaken through IIPUP technical assistance in this field since
the ccordinaction of activities and the use of information on employment
opportunities and the possibilities of expandirg or encouraging enter-
prises is noticeablv lacking. Preliminary data from the INS survey

of’ small enterprises suggest that labor shortuges exist in this area,
and in effect, these enterprises provide invaluable training since they
rely primarily on apprentices.
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ANNEX I

INITTAL ENVIRCWMENTAL EXAMINATION

TUNISTIA - NATINWAL LOW-COST SHELTER PROGRAMS

(AID HOUSING GUARANTY PROGRAM 664-HG-004)

I. BACKGROUND INFORMATION

A.

DESCRIPTION OF PROPOSED PROGRAM ACTIVITIES

The Project will make availsble long-term mortgages on terms
affordable by the target population to =nable the COT to extend
its housing assistance programs to small but rapidly growing
towns in the interior of the country. Each of these initially
selected towns: Sidl Bouzid, Gafsa, Kasserine, Jendouba,
Siliana, Beja, and Le Kef, is a governorate administrative
center for the various ministries of the GOT. Each serves

as headquarters of the regional Governor who is appointed

the central government and has broad regional development
responsibilities. In the last few vears employment opportunities
have increased in all of the seven towns as new industries
appropriate to the regional rescurce base have been established.
The populations have increased accordinglv and the demand for
housing is high. 1In response to these ccnditions the Proiect is
expected to be for 50 million dollars in two authorizations

of twenty~{ive million each. The distribution of funds among
the major program components is expected to be approximately 2as
as follows:

1st Authorization 2nd Authorization

Core Units $15.0 M $ 5.0 M

Sites and Services $ 2.5 i S 0 M

Construction Loans $2.5 M $ 2.5 M
Home Improvement

Loans $ 2.5 M $2.5 4

Neighborhood Upgrading $ 2.5 M $15.0 M

Total $25.0 M $§25.0 M

In addition, a technical assistance component will be developed

to support program activities. Each of the proposed
program ccmponents is described below.

1. Core Units--

Twenty million of the 50 million dollar loan will be used to
build approximately 3,500 basic core housing units which are
expandable in several stages on fully serviced lcts. While
the specific unit design, lot size and type of construction



may vary ‘vam one region to the other, rhe basic cure unit
will be onu =leeping/living roem nlus a kitchen and a tuilet,
Waterborne sewage systems are practically nowm-existent in

the seven towns, thus a pit privy (dry toilez) or a composter
toilet will most likely be used.

Sites and Serviceg~--

This component is intended as an wyperiment specially design-
ed to demonstrate to the GOT tha feasibility of developlug
and selling fully serviced lots to individual low-income
families in areas of the country wherzs autoconstruction is
still common. Each family will %e ¢xpecred to build its

own house, most likely with assistance trom the construction
loan component of the program. The 2.5 million dollars
allocated to this component will finance about 1,700
serviced lots averaging 100 square meters; land costs and
site characteristics, particularly drainage, are the
principal variables in determining the final number of lots,

Crnstruction Loans--

Five million dollars has been set aside {or construction
loans to enable eligible borrowers, manv of whom will he
purchasers of the serviced lots, teo build their own houses.
At least 900 constructlon loans could be made with the money
allocation,

Home Improvement Loansg--

Five million dollars has been set asilie [or small loans to
assist eligible borrowers, particularly those living in the
up-grading neighborhoods. At least 1,300 loans could be
made initially with these funds. As they will be paid on
short terms, the funds can be relent several times, thus
affecting mahy more families,

Neighborhood Upgrading--

Seventeen and one half million dollars has been estimated
for upgrading of infrastructure and services in several
existing communities. All specific areas have not been
identified at this time. The improvements would most
likely include:

a. grading and surfacing of streets and pedestrian patha
to accommodate buses, fire trucks, garbage collection
and market activities;

b. grading of roads and walkways to provide drainage of
surface water;
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¢. Extension of potatle ¢ v oupply system to all units and
provision or fire hvd- ..cs;

d. installation of a network of street lighting and individual
electrical connection: where they dou not already exist,

Technical Assistance:

In the course of project implerentation, assistance will be provided
in the followiu: areas:

B.

a) home improvement and construct.on loan management plus
savings mobilization

») tecnnical assistance to advise on passive solar heating de-
sign and installation and maintenance of composfer tollets

c) management support to small town techuical divisions

DESCRIPZION OF LIVING CONDITICNS OF THE TARGFT 1 PULATION

The majority of Tunisian families live in one-room housos or in
one~roonm of a heuse shared with another family. Muc: v the
family actisity takes place oui.uvors within the privacy of a
walled courtyard. Althou:h the size of the courtvard and the
uses 1t scrves vary from region to region, the traditional
inward-oriented house tvpe predominates throughout the country.
The walls of tiw house are alwav: masonrv. €. oue construction
predominates in the mountainnsus areas where _c¢ is readily
availablae. 1In other areas brick or hollow clay tiles are used.
As wood is quite scarce the roof is usually either a brick vault
or a flat reinforced concrete slab. In rural areas of the north
whe.e some forests exist, mui and twig roofs are occasionally
found. Generally, however, Tunisian families, even those at

the lowezst end of the income scale, live in houses built of
permarent materials. Lower income areas can generally be
distinguished by the lack of lime plaster and hitewash paint

on the exterior of the house and courtyard walls which line

the streets as well and by the inferior level of infrastructurc
and services such as street paving, drainage, water lines and
trash collection.

In the south, the heavy masonry construction is well suited to
the hot, dry climate. 1In th2 more humid northern areas where
winter temperatures fall below freezing, the heavy masonry
walls hold the dampness, and the small windows admit little
sunlight. 1In these areas, respiratory problems are common
among lower-income families who can not afford expensive fuel
to heat their houses.



II. ENVIRONMENTAL EXAMINATION

A.

SUMMARY OF CRITICAL CONCERNS

In extending zovernmental housing programs on a substantial
scale to small towns in the interior of Tunisia a number of
potential environmental concerns have been reviewed. Water
supply, waste disposal, site selection and unit design have
been identified as critical in the context of the proposed

program activities outlined in Section I.

DISCUSSION OF SPECIFIC ISSUES AND POTENTIAL IMPACTS OF THE
PROPOSED HOUSING PROGRAM

1. Water Supply-~

The water resources of Tunisia are reasonably well known
both with respect to quality and extent. As in most arid
climates water is often the critical resource, the limiting
factor in the development process. The relatively abundant
surface water in the northern region has almost all been
captured for local agricultural use and for domestic use

in Tunis and other cities in the area. Underground aquifers
are the only source available to support the towns to be
included in the proposed program. Figure 1 shows the
present locations of the potable water supplies for all
communities in Tunisia while Figure 2 shows the location

of known undergrnund aquifers. A cursory look at Figure 2
would indicate an abundance of underground water near each
of the towns in the proposed program; yet it should be
noted from Figure 1 that these reserves often serve

distant cities as well as local demands. For example, the
small basins near Siliana are part of a vast network
serving Tunis, and the apparently ample aquifer to the
north of Kasserine is practically the sole source of sup-
ply for Sfax and Sidi Bouzid. Thus, consideration must be
given to the prospect that water supplies may not be
adequate for anticipated growth in some of these towns.
Even where absolute shortages are not likely, increased

per capita consumption should be minimized. Table 1
summarizes consumption of potable water in each of

seven communities. The 1975 figures are actual consumption
based on data from SONEDE (The Natiornal Water Authority).
While Sidi Bouzid shows the lowest per capital consumption,
its population has tripled since 1975. Assuming a constant
level of per capita usage, the total domsstic consumption
for Sidi Bouzid would be about 230,000 m” for 1979. Were
per capita consumption in Sidi Bouzid to rise to the level
of nearby Kasserine, total 1979 domestic consumption would
exceed 450,000 m3. Thus it is critical tominimize

I-4



TABLE 1. COUSWMPTION OF POTABLE WATER AND NUMBER OF CONNECTIONLS

! Total Daily Dom. Daily Dom.:
1975 " Number of Conrections | Consumption 1975 (m3/year) Inhab. Consump. Consump. /’
Town ~_Pop.  Total Dom. Tad ~ Tour | Total . _Dom. | Indust__ + Touriscaq /Conn. /Conn. ' Inhab. ;
- | | |
BEJA | 41,134 3,878 3,666 23 © 1 | 1,677,871} 492,924 | 779,785 211 11,270 0.368 ' 0.03I58
" ! |
JEXDOUBA | 20,937‘ 3,2410 3,071 8 1 757,483 394,858 8,546 8,387 6,818 0.352 0.0516 I
! i i
LE KEF l 30,745 2./rnl 2 ()17! 5L 8 1 7f1,18A1 320,470 7,594 ;4,311 11,748 ' 0.355 °  0.0285
T e T T *—’E -
. ! :
SILIANA l 7,202 7801 7",1.! 1 - 109,019/ 80,992 867 - 9,084 :+ 0.294 .  0.0303 ‘
l i | ; "
KASSERINE 25,143«!_93_.@_1 1! 25970 6 1 3 723,335 373,095 12,777 6,744 9,524 | 0.3790 0.04006
I ‘ 1B !
SIDI BOUZID; 9,9831 6451 s 3 215,836 77,475 3,136 1,259 17,422 1 0.37064 0.0213
!
GAFSA 45.300! 4,51:;[4,364. 13 10 | 1,038,573| 573,048 18,107 57,549 10,330 |  0.3598 0.0346 L
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increased per capita consumption of potable water in those
areas where supply is limited. It appears that all the
interior towns of Tunisia have some limitations on water
supply, thus the program should avoid actions likely to
substantially increase utilization.

Waste Disposal--

The disposal of human waste may well be the most critical
problem to be overcome in the program. Waterborne sewage
systems, where they exist, are not extensive in the smaller
towns in the interior. A national sewage study prepared

in 1978 by a Dutch engineering firm for ONAS, the National
Sewerayge Authority, analyzes need, sets criteria for
establishing priorities and outlines an ambitious program.
The first phase includes provision of sewage connections to
90% of the houses built after 1978 and 80% of those already
existing in 18 towns by 1983.  Cost of this phase is
projected at 102.6 million dinars (about 250 millicn dollars).
Funds for this effort are being sought as part of the VIth
Development Plan but are not vet assured. If fully imple-
mented, this phase of the ONAS program would affect only
three of the seven towns so far identified in the HG program:
Kasserine, Gafsa, and Le Kef. Though it is expected that
these towns may have waterborne sewage systems in the
foreseeable future, the extension of waterhorne sewage
systems may not in fact be advisable as it will undoubtedly
have a significant effect on water consumption and thus on
water supply in regions where sources sre limited. It
should also be noted that the ONAS Plan does not anticipate
treatment of wastes in any of the towns in the interior
although the need for such treatment is critical to avoid
contamination of groundwater. Thus, the critical question
is how to dispose of human waste in towns lacking centra-
lized collection and treatment without polluting the under-
ground aquifers which provide the community with potable
water. An interim solution with long-term as well as
short-term benefits is to separate human excrement (night
soil) from wastewater. By adopting one of the self-contained
waterless toilet systems, night soil is rendered odorless
and harmless through a composting process which produces a
humus material similar to peat moss. Thus, the principal
source of groundwater contamination is eliminated. Waste=-
water from cooking and washing may be discharged into a
combined storm water drainage system with considerably re-
duced risk of contaminating the underground aquifer. 1In
the lorg term, the cost of treating waste water will also
be greatly reduced having eliminated or drastically reduced
the night soil load.
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3. Site Selection--

Selection of the location for new housing projects whether
they be serviced lots or core housing units, can be critical
in determining the effects of the project on the environment.
The protection of aquifer recharge areas is vital, and the
preservation of agricultural land is also of primary im-
portance. Each of the towns has 2 master plan indicating
areas of new development. The sites propused for HG-financed
units will be consistent with these plans but will also

be evialuated by AID on the basis of environmental as well as
social and economic criteria as outlined in the Project Paper.

4. Unit Design--

The expandable core units, while having certain common
elements, will not be the same. It is critical that

regional differences in climate, soil conditions,

and the level of existing infrastructure in the town as well
as living patterns of the target pcpulation bue recognized in
unit design and layout as well as in desiguation of construc-
tion materials and in the inclusion of technical innovations,
such as solar heating or composting toilets. 1In general, the
units will be as basic as 1is feaszible in order to make them
affordable by the target population. Usually this will mean
that an expandable, serviced core will be provided consisting
of a toilet and kitchen plus one slecping/living room within
a walled compound. Provision will be made in the design for
expansion by the addition of several rooms. [xperience has
shown that expansion will haovpen rather quicklv after the
family moves in; thus it is essential to structure the units
properly ton facilitate these additions. Three basic plans
will probably be used with variations from these. One will
be an open, outdsor-oriented plan suited to the towns of

the south, One will be more inward oricaced, designed
specifically to use passive sclar heating technology to moet
the narsh demands of the colder, humid rezions in the north.
The third plan mav te somewhat lareer in its inftial phase,
but on smaller lots with laess expansicn potential. This unit
will be intended for the meore urbanized fuonctlonaries within
the2 tarpget population, those less able or less willing to
build additional space for themselves. Any of the three
baslic units can bte built with the composting toilet, with
connections to a waterborne sewer, or with a dry pit privy

as circumstances dictate,

The variation available in this program offers an opportunity
to produce projects well suited to the physical and cultural
needs of the arget group. It will therefore be crjtical to
identify carefully and accurately the target population in
each town during project design,
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III. RECOMMENDATIONS

A.

THRESHOLD DECISION

The Initial Environmental Examination indicates several areas
where the proposed activities might cause a significant effect
on the human enviromment. Thus, a Positive Determinacion is
reconmended for Tunisla 1'G-004 requiring further Envirommental
Assessment as the project develops.

SUBSEQUENT ENVIRONMENTAL ANALYSIS
Additional investigation of the four critical arcvas of eaviron-

mental concern identified in the IEE should be treated in the
following manner:

1. Water supplv--

The project design team should be instructed to moditf'r the
project as needed to minimize the increase in water consump-
tion, particularly in those communities where sources are
already being heavily exploited. This will be particularly
important in establishing the tvpe of infrastructure to te
included in each regional sub-component (upgrading, sites
and services, and core units) of the project.

2. VWaste Disposal--

Project design should incorporate effective non-polluting
disposal of human waste, The drv composting toilet seems
like an appropriate method, but this should be explored
further during the design process. If this innovative

technology is incorporated into the actual project, technical

assistance will be required to see that it is properly
installed and understood by those who will be using it.

3. Site S=zlection--

The actual choice of sites will most likely take place long
after the Project Paper is prepared and the project approved.
Thus AID participation in the selection of sites should be
reserved in the Implementation \greement. Developnent of
site selection guidelines and roview of actuil <itey
proposed by the GOT should be 2 part of the scope of the
technical assistance services nrovided to th: project.
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Unit Design--

Examples of unit designs such as those described in Annex F
should be developed by the implementing agencies. Site
layout particularly orientation for sun and wind, wild

be equally important however, and can only be do-e at a
much later stage after project approval. Thus the technical
assistance component of the project should also include
drafting of site design guidelines and site design review:
Detailed surveys should also be undertaken of the target
populations in each town to determine the appropriate mix

of unit types to be built.



ANNEX J

Distributicn of linathly Houzwhoid Tnocse in

Tenisia's Jmnll Townst

INCOME LEVELS IN TUNISIAN DINARS )

Percentile 1375 19792 1731 1933
61.4 70,533 96.029 112.063 130.6L2
60 X 93 108.475 125,525
50 X 76 88.646 } 103.397
'49.8 55.458 75.451 88.006 102.647
45 X 68.5 79.898 93.193
40.1 45,375 61.733 72.006 83.985
35 X 255 6L.735 75.507
30 X 49.5 5T.737 67.344
25.5 35.292 L8.01k 5€.010 £5.322
25 X L3 50.155 58,501
20 X 36 k1,900 48,977
6.4 22.680 30. 306 3o.oul 41.923

3.1 ° 7.563 10.2389 12.002 13.998
1

Average Household Size of 6.05
Assuming 8% annual increase.
Daveloved from IS Report on ilousehold Expenditures, 1975. (pp. 112,
123, 107, 127)
Factors:
1979 - 1.3605
1981 - 1.5369
1983 -~ 1.3509

Rounded figures extrapolated from Income Distritution curve.
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DISTRIBUTION OF MOJTHLY HOUSEHOLD INCOMES IN SMALL
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ANNEX K

004A ESTIMATED PRCJECT CASH FLOW EXPRESSED IN DOLLARS
Log<n CulHOWED LOAN:ED TS QUFLOLS - BEBT s
€10% > Thou- i
10 Grace sands
20 Zenay 1 - 5 6.~ 10 11 -. 15 16. - 20. 21 - .25
v Thousands !
(Semi-arnuai)l (morihlv) : )

o]

SUHPLLUS (LLFICIT)

26. - 30 TOTAL

N
e 15,000 11,426 15 7,103 ¢ 7,105 7,400 7,405 7,405 7,105 f 44,130
sing ‘-‘ - 1,500 =1,900 - 8,712 - 3,732 - 5L,r1z - B,742 L- 49,9063
SRS USSR SIS (90 ¢ MU | AU 72 N N €3 N © Wi ¥ 4 N NSNS W M SR Wt O O & W 1 N E b
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ANNEX L

REPORT Oii APPLICATION INNOVATIVE TECHNULLGY

Traditional housing practices in Tunisia ar= for the most part well
suited to the physical constraints of the natural environment and to-
the cultural patterns of the inhabitants. lowever, an analysis of
current housing activities reveals areas where adjustments should be
made to better meet regional variations in the environmental setting
and changes in the cultural patterns and expectations of the population.
A separate report on Core Housing (Aanex F) discusses the need for
modifications in housing design. This report focuses on two problems:
water resources and space heating. The report suzgests adaptatioms

of innovative technologies appropriate to the situations.

Water Resources

As Tunisia becomes more urbanized, the problems of waste disposal,
particularly human wastes or night soil, become more and more difficult.
Water-borne sewage systems, where they exist, are not extensive in the
smaller towns in the interior. A national sewage study prepared in 1978
by a Dutch engineering firm for ONAS, the national sewage authority,
analvzes need, sets criteria for establishing pricrities., and outlines
an ambitious program. The first phase includes provision of sewage
connections to 90% of the houses built after 1978 and 80% of those
already existing in 18 towns by 1983. Coust of this phase is projected
at 102.6 million dinars (about 250 million dollars). Funds for this
effort are being sought as part of the Vith Development Plan but are
not yet assured. If fully implemented, this phase of the ONAS Program
would affect only three of the towns presently included in the Project:
Kadserine, Gafsa, and Le Kef. Though 1t is expected that these Lowns
may have water-borne sewage systems in the foreseeable future, the
extension of water-borne sewage systems may not in fact be advisable

as it will undoubtedly have a significant effect on water consumption
and thus on water supply in regions where sources are limited.

It should be noted that the ONAS plan does not anticipate treatment of
waste in any of the towns in the interior, although the need for such
treatment is critical to avoid contamination of groundwater. Thus,

the critical question is how to dispose of human yaste in towns lacking
centralized collection and treatment without polluting the underground
aquifers which provide the community with potable water. An interim
solution with long-term as well as short-term benefits is to separate
human excrement (night soil) from wastewater. By adopting one of the
self-contained wacerless toilet systems, night scil is rendered odor-
leas—and harmless through a composting process which produces a humus

material similar to peat moss. Thus the principal source of ground-
water contamination is eliminated.

Wastewater from cooking and washing may be discharsed into a combined
stormwater drainage system with considerably reduced risk of contami-
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nating the underground aquifer. From the perspective of long-term
costs, the composting toilet is also advantagcous as it zan greatly
reduce the cost of treating wastewater by eliminating or drastically
reducing the night soil load.

The Swedish government has underway a program to install and monitor 21
locally built composting toillets along with 7 imported ones manufactured
in Sweden which will serve as controls. Social acceptability studies
and technical analysis are complete. Construction will take place In
the summer of 1979, and the results will be monitored for two years.

The units which are built in place will cost about 400 dinars each.

This cost is high due to the experimental nature cf the program. The
cost of building a dry pit privy 1s aboui 200 dinars, thus the premium
for including the composting toilet in any given unit should be less
than 200 dinars. Locally built units will be made of concrete.

Space Heating

A second problem has been identified requiring the innovative applica-
tion of technology. The heavy masonry construction used throughout
the Tunisia is well suited to the hot, arid regions of the country.
There are, however, certain areas where the relative humidity is high
and the temperature quite low for much of the year. In these colder,
damper areas, the traditional Tunisian house provides little comfort
and aggravates health problems related to respiratory disorders.

This situation suggests the adaptation of a house plan using solar
heating principles. Passive solar heating has been successfully incor-
porated into houses in many parts of the world. Tunisia is well tuited
for application of these principles. There are several experimental
installations at the present time. TFive passive heating desipns are incwn
in Tunisia: (1) In Nabeul, to heat separate rooms of a clinic. (2)

In Maktar, a Peace Corps couple has built a solar greenhouse on the south
face of their house and monitored its effect cn interior temperaturcs.
(3) Consultants to the Save the Children oflice in Maktar have advised
that a "Trombe wall" passive heating svstem would provide maximum

warrnth., Such a "Trombe wall' design is being inccerporated in a public
school near Maktar. (4) A school lunchroom in Le Kel uses a 'Tromhe
wall" heating design, as does (5) a medical dispensary near ‘lonastir. Note:
PCVs have intitiated all five solar heated buildiugs. The Peace Corps
couple in Maktar indicates that their greenhouse solar heater has been
quite effective. The south-facing roof/wall cof the greenhouse is 15 m
plus 2 m? at each end. It is a wood frame structure covered with sheets
of greenhouse plastic which is manufactured in Tunisia and sold for 800
millimes for a 1 m x 3.5 m piece. In total they spent about 150 dinars
for their greenhouse solar heater including: 110 dinars for the wooden
frames of the sloped roof/wall and the two ends; 40 dinars for the
masonary work necessary to open high and low ventilation spaces in the
southi"wall of their house to allow natural convection currents to circu-
late between the solar-heated greenhouse and the interior rooms; and
about 8 dinars for the greenhouse plastic used as glazing. The couple




suggests that 90 cm x 3 m plexiglass sheet which sells for 7 dinars in
Tunis would be far superior to the greenhouse plastic. It seems that
the costs of incorporating a simple solar-heating system into HG-funded
core housing units would be quite modest and well worth the expense in
terms of improved human well-being.
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THE HOUSING GUARANTY PROGRAM
STATUTORY CHECKLIST

TUNIFIA

A. Gerneral Criteria Under HG Statutory Authority,

Section 22 (a)
Will the proposed project meet the following criteriag

(1) is intended to increase the availability of domestic
financing by domonstrata s to locar entrepreacurs
and instituticns thut proviam: low-cost heusing 1s
financially viab's:

(2) is intended to ossist in marshalling resources for low-
cost housinn;

(3) supports a pilot projoct for low-co.t shelter, or is
intended to have a maximurn demienstration hnpct
on local institutions and rationai policy; and

(4) is intanded to bhave a Jong rua wvoal to develep
domestic ccastruction  capabiiitics  and  stimmlate
local credit institutions to make available domestic
capital and other management and technolopical
resburces required for lew-cost shelter programs and
policies?

Section 222(a)

Will the issuance ot this gucranty ciouse the total face
amount of guaranties issued and outstaniing at this time
to be in excess of $1,180,C09,000?

Will the guaranty L2 issucd prior to Sepi anher 30, 0807

Section 222(b)
Vil the proposed cuaranty result i activities whieh
emphasize:

(1) projects providing improved home sites te poor
familips on  which to build shelter and  retated
scrvices;

Answor YES/NO

YES

YES

. YES

YES

NO

e e e e o ——————

YES

YES
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(2) projects cotaprised of cxpandibic cure sheiter oo
N SErviIIey “IIds;

(3) stun CPSrading profnits Ganly i 1y e !
improve gxist:ng shelier;

(&) shalter ororects tor jom=income peonle desaner Doy
demonstraticn or institution build.ng; and

(5) community facilities and services in sucpor: of
projects authorized under this section to nprove the
shelter occupied by the poor?

Section 222(c)

II the project requires the use or conscrvation of energy,
was consideration given to the use of solar energy techno-
logies, where economically or technically feasidle?

Section 223a)
Will the A.LD. guaranty fece be in an amount authorized
by A.LD. in accordance with its delegated powers?

Section 223({)

Is the maximum rate of interest allowable to the cligible
U.S. Investor as prescribed by the Administrator nat more
than one percent (1%) above the current rate of ‘qterest
applicable to housing meortgages insirec by the Nopart-
ment of Housing aad Urtun Developrent?

Seotion 223N

;'-."l—il, e Quuranty Agresmon boprovise thet neoo rent
Miy D& MATC unCer Gy guarinty Lssien for a1y
Aisexy out of fraud or uisrepresenialicn Lo wte Yy the
party secking payiiant (s responsidie’

Section 2234)

(1) Is the host country a <ountry that is oresently recoiv-
ing development asaistance under chapter | of cart |
of the Act or one that has received such assistuncs in
the preceding two years?

(2) Will the proposed Heising Guaranty be coordiaated
with and complementary to other cevelopment
assistance in the host country?

(3) Wl the proposed Housing Guaranty demornstret the
feasibility of particular kinds of heuzing ang other
institution.:! arrangements?

YES

YES

YES

YES

YES

YES
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(4) s the project <esigned and slanned vy WD that
at least 93 percent of the tace walue of the r-apuser
guaranty w.il be for housing suitabic for famities
below the median ;ncone, <r Below the nagrain urian
income for "using an urban areas, i the Lost
country?

(5! Wil the issuance of thwus guaranty couce tre face
‘value of guaranties isoued with respact to 'L hoast
CouNtry to exceed 325 miilizn i any fis sl vear?

(8) Wil the issuance of this guarant, cause the owerage
face value of 2all bhousing guiranties isstied o s
fiscal year to exceed S5 million™

Section 238(c)

Will the guaranty agreement provide that it will cover
only lenders wha are "eligidle investors” witiun the
meaning of this section of the statute at the time the
guaranty is issued?

Criteria Under Ceneral Fereign Assistance Act Authority.

Section 620/629-A

{. Dces the host countiry meet the general criteria for
country eligitility under the Foreign Astistance Act
as set forth in the country elioibilizy checwlist
prenared a: the beginning ol each year?

2. ls there ury roasdn t0 dobleve (hat ciroeretnees
have changeo o the hast tountry o0 that it v ool now
e inefig. ble v ter the CouNtry Ltatateory cie Lt

YES

NO

NO

YES

YES

NO




ANNEX O

DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 20323

ASSISTANT
ADMINISTRATOR

GUARANTY AUTHORIZATION

PROJECT 664-HG-004

Provided From: Housing Guaranty Authority
For : The Government of Tunisia

Pursuant to the authority vested in the Assistant Administrator, Bureau for Near
East, by the Foreign Assistance Act of 1961, as amended (FAA), and the delegations
of authority issued thereunder, I hereby authorize the issuance of guaranties
pursuant to Section 222 of the FAA of not to exceed twenty-five million dcllars
($25,000,000) in face amount, assuring against losses (of not to exceed one hundred
percent (100%) of loan investment and interest) with respect to loans by eligible
U.S. investors (Investor) acceptable to A.I.D. made to finance housing projects in
Tunisia. This guaranty will assist in financing the housing program of the
Government of Tunisia for low income households primarily in the smaller
population centers in the interior of Tunisia. Shelter activities ineluding core
housing projects, sites and services projects, construction and home improvement
loans, and neighborhood upgrading projects shall be financed hereunder. The
borrower ‘(Borrower) sheil be La Caisse Nationale d'Epargne Logement together
with such other instrumentalitics of the Government of Tunisia as may be
practicable.

This guaranty shall be subject to the following terms and conditions:

l. Term of Guaranty: The loans shall extend for a period of up to thirty
years (30) from the date of disbursement and may include a grace period
of up to ten vears on repayment of principal. The guaranty of the loans
shall extend for a period beginning with the first disbursement of the
loans and shall continue until such time as the Investor has been paid in
full pursuant to the terms of the loans.

2. Interest Rate: The rate of interest payable to the Investor pursuant to
the loans shall not exceed the allowable rate of interest preseribed
pursuant to Section 223(f) of the FAA and shall be consistent with rates of
interest generally available for similar types of loans made in the long
term U.S. caoital markets.
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Government of Tunisia Guaranty: The Government of Tunisia shall
provide for a full faith and credit guaranty to indemnify A.LD. against all
losses arising by virtue of A.L.D.'s guaranty to the Investor o* from non-
payment of the guaranty fee.

Fee: The fee of the Uniied States shall be paysble in dnllars znd shall be

‘one-half percent (1/2%) per annum of the outstanding guaruntied amount

of the loans plus a fixed amount equal to one percent {I'¥, of the amount
of tne loans authorized or any part thereof, to be psaid as A.LD. may
determine upon disbursement of the loans.

Other Terms and Conditions: The guaranty shall te subject to such other
terms and conditions as A.LD. may deem necessary.

The Implementation Agreement shall contain covenants and/or conditions pre-
cedent to disbursement which in effect require:

L.

w2
.

4.

3.

Eligibility of Beneficiaries: Prior to the first disbursement, the Borrowear
shall present for A.LD. review and approval, the procedures to be v.;ed by
the Borrower to assure that beneficiaries meet the belcw median income
test. New sub-projects or parts of new sub-projects for which the loans
are to be used must be affordable by households with incomes below the
median urban income. Adjustments to this target mecian income level
will be reviewed periodically.

Construction Standards: Prior to disbursement for the respective sub-
projects, the Borrowers shall present for A.LD. review and approval the
sub-project plans for: environmental and social soundness, technical
soundness, and financial soundness.

Evaluation: Evaluation of pregress in meeting the outputs envisioned for
the program as outlined in the Logical ramework will take place on a
regular basis. The Borrower will be expected to submit pericdic Progress
Reports which shall include prcjects being implemented as well as annual
submission on program, policy end new project Jdevelopment under con-
sideration for HG financing. Evaluation will be carried out as cutlined in
the Evaluation and Monitoring Guidelines of the A.L.D, Office of Housing
dated November 1978, as amended. In addition, baseline data will be
established prior to project implementation to enable on-going measure-
ment of program impact on beneficiaries.

Housing Finance System: Prior to the Borrower requesting a second HG
authorization, there will be studies underway with respect to a compre-
hensive housing finance system in Tunisia.

Areas Selected: Areas selected for slum upgrading must be predominantly

“low income.
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Cost Recoverv: Land and constructicn costs shall be charged to the
beneficiaries in order to assurc cost recovery to the fullest extent. Publie
costs of on-site infrastructure to the extent not recoverable through user
charges shall be minimized and shall be the subject of A.L.D. reviews
under paragraph 2 above.

‘Maximum Cost Per Unit: Maximum cost levels for units financed under
the program in whole or in part are subject to A.L.D. approval and will be
established in the Project Delivery Plans and revievred periodically.

Technical Revie~ and Approvals: Prototype solution designs and speeifi-
cations including cost estimates will be subject to A.L.D. technical review
and approval. Project sites and community facilities will be integrated to
the maximum extent feasible into general area development plans also
subject to A.I.D. approval.

Market Demand Study: The GOT will conduct a market demand study
subject to A.I.D. approvul to determine the location and apportionment of
sub-project activities and to update income distribution data. All costs
associated with the prcgrams market demand study will te cligible
expenses reimbursable {rom loan proceeds and may be charged to the
beneficiaries as part of the normal overt.ead costs of the pregram.

GOT Inter-ministerial Agreement. The COT will execute a4 special
protocol between CWNEL and the other implementing agencies. The
protocol will allow CNFEL tc operate, on an experimental basis, a "free"
saving and loan operation using the various princicles and techniques
common to that industry.

Lc2ation and 3ale of Rural Units: The CGT shall ag~ec not to Oduild
residential units financed under its Rural Development Frogram clcser
‘than 10 km. to incorporate townships.

Other Terms and Conditions: The Implementation Agreement shall be
supject to sucin other terms and conditions as A.L.LD. may cdeem necessary.

Joseph C. Wheeler
Assistant Administrator
Bureau for Near East

Date



Clearances:

GC/NE:JMullen Date
NE/NENA:MHuntington Date
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NE/FD:SATaubenblatt Date
DS/H:DMecVoy Date

DS/H: WNGoodson Date
GC/H:MGKitay Date
FM/LD:ASmith Date

GC/H:MGKITAY:prj:07/25/79





