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LXPLANATURY AWNEX Ty TABLE I11

Decision Unit 0664 TURISIA

Change (+ or =)
Project Wo. (80UL) Explanation of Chance in FY 180 Fundinp Level

664-0312 +4.,555 The FY 68U CP estimate for CTRU has been increased by
$4,3%5,L0U to permit full funding of already approved
sub-projects {Area Vevelopment, Jryland, lrrigation)
plus sub-projects now in desipgn stapge and planned for
implementation during FY 80: Ranpeland Improvement,
Rural Extension, Small Industry in the ARUH sector
and surface well drilling and liealth, F¥ and Nutrition
Education in Health sector. The breakout of the
increase for this project by funding category is as

follows:

FY bu CP FY bu Revision Chance
ARUN (G) 2,463 5,295 + &,b35
ARLN (L) 1,560 1,000 - L8U
Health (&) 550 1,6%u +  TH

Total 5,393 7,586 + 2,545
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ANNEX TU TABLE IV

Project Title: CTRD Rangeland Improvement

Project No.: 664-u312.8

I.

II‘

IlI.

Relationship of project to Country Development Strgtezy

This project will support the GUT's efforts to address the probleas
%f the most disadvantaged sectors of the population and to correct
regional imbalances as described in the Jountry’s Short Frogram
Statement (5FS).

Project Purpose/Description

This sub-project is aimed at overcoming the seriocus overgrazing
problem in the project areps, and, through rangeland improveament,
increasing the income derived from animal procduction (primarily
sheep raising) by rural households. The sub-project provides
for the establishment of a limited number of cemonstration areas
either on collective grazing lands or on rangeland controlled by
the WT forestry department and leased to individual flock
owners. TIhe proposed funding would be for asgricultural equipment
(tractors and tractor drawn implements) fenciny for rotational
grazing demonstrations, seeds for reseeding trials, etc.
Technical assistance will be provided by PASA advisory already
funded under the on-going Livestock Feed ¥roduction i{roject
under a cooperative agreement between the Central Tunisla
uUevelopnent authority and the Livestock and fasture authority.

Project Justif{cation

This project will help promote the integrated economic and
social development of Central Tunisia as part of the Centrai
Tunisia Rural Vevelopment program.
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ANNEX Tv TalLE IV

Project Title: CTRD Rirel Extension Services

Pro '|ect Woe? 664-‘)312:5

1.

11.

11il.

Relationship of Froject to Country Uevelopment Strategy

This project will support the CUT®s efforts to address the
problems of the most disadvantaged sectors of the population
and to correct regional imbalances as described in the
Lountry?®s Short frogram Statement (oPS).

Froject Furpose/Description

The purpose of this sub-projec? would be to assist the
Central Tunisia bLievelopment authority (CTLA) in developing
an effective agricultural extension service for

both {irrigated and dryland agriculture and to integrate
apricultural extension with other extension activities
aimed at rural families, siich as nutritioan and health
educations. The sub-project would fund short-term advisory
services, in-country and participant training demonstration
equipment and support vehicles.

Project Justification

This project wiil help promote the integrated economic and
social developuent of Central Tunisia as part of the Central
Tunisia Rural Vevelopment program.



aviiEX TV TaBLE IV

Project Title: uevelopment of Small and hedium Enterprises

Project Jo.: 664-U314.1U

I.

11.

iil.

Relationship of Eroject to tountry wevelopment Strate:y

This project will support the wwI?s efforts to address the
problems of the most disadvantaged sectors of the population
and to correct reglonal imbalances as cescribed in the
wuntry’s Short Frogram Statement (5KS).

kroject ilurposelbescription

The purpose of this sub-project'is to prowote the development
of simall and medium non-apricultural enterprises in the <idd
project area and thus create eu)ployment opportunities fer
rural wen and women who cannot be permancntly enployved in
present and planned agricultural activities. The sub-project
would provide assistance to the ventral Tunisia vevelopucat
suthority (LTba) in carrying out its overall planning,
coordination and promotion functions with respect to snall
industry development and in undertaking specific activities
(e.;+ extension services) aimed at meeting; critical needs of
potential entrepreneurs which are not adequately wmet at the
present {e.zg. nanageaent training, financial planning, etc.).
nssistance nay also be provided to other concerned agencies
(e.;+ Investment Prometion agency, sational Center for
Iadustrial Studies, auployuent Authority) tc streagthen their
activities In the CTiw project arca. wrant funding would be
provided for short-term consulting services, in country
and/or participant training, vehicles and logn funding would
be provided for a rejfonally based capital finance
fuad.

Project Justiffcation

This project will help pronote the integrated economic and
social development of Central Tunisia as part of the <entral
Tunisia Rural Vevelopment pro_ ram.
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ANNEX TU TADLE IV

Froject Title: CTRD Fruit Tree Cooperatives

Project No.: 664-0312.12

L.

Ii.

1il.

Relationship of Project to Country Uevelopment Strategy

This project will support the GUT?s efforts to address the
problems of the most disadvantaged sectors of the
population and to correct regional imbalances as described
in the Country’s Short Program Statement (S5PS).

Project Purpose/lescription

The purpose of this sub-project lould be to strengthen the
L) service cooperatives for fruit tree pgrowers established
in the ¢TRU project area under the sponscorship of an ongoing
World Food srogram project and to help them expand their
fruit collection, packing, grading and processing activities
{(for instance almond shellinj, almond paste, apricot drying).
It is intended that the bulk of the loan proceeds would be
used to finance marketing and processing facilities and
equipment. In addition, PL 43C counterpart would be
allocated to an expansion of the existing medium-term

credit program for fruit tree maintenance. It also is
anticipated that Feace Corps Volunteers would provide
assistance aimed at improving the day to day management of
the cooperatives.

Project Justification

This project will help promote the integrated economic and
socigl development of Central Tunisia as part of the ventral
Tunisia Rural Development program.
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AHIEX Tu TAULE IV

Yroject Title: CIRLD Rural Electrification

Project Lic.: 604-03i2.13

1. Relationship of Yroject to Country develomment btratezy

This project will support the WLT's efforts ro address the
problems of the most disadvantaged sectors of the population
and to correct regional inbalances as described in the
Country's Short Frogram Statement {SPS).

II. Froject Furpose/uescription

The purpose of this sub-project is to increase employment and
incone and inprove services wmeeting basic hunan needs in the
VIl project arca by providing ;rcater access to electric
powers The sub-project would loan finance the construction
of feeder lines extending from the main transmission lines
andfor sub-transmission lines to areas where a potential
demand for economic and soctal uses of electric power has
been icentified (for instance, pumping of potable and
irrigation water, agricultural processing and coll sterggze,
a;ricultural support services, cottgze Industries, heelth

and educational facilities, etc.). Technical assistance in
the identification of econonic and social nceds and In the
desiyn of lower cost construction and operations systens,
power use educational and development projrans and, possibly,
an cxperinental “area coverage"” pro;ram would be provided by
the liational Rural Electric Cooperative nssociation under ALL
grant funding.

I11. groject Justificgtion

This project will help promote the intejzrated economic and
social development of Central Tunisia as part of the Central
Tunisfa Rural Jevelopment program.
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ANIEX Ty TaBLE 1V

froject Title: CTdw Hlealth, Family Fianning and Hutrition Education

froject ilo.: 664-U3 1.6

1. Relationship of Froject to Country Development Strateny

This project will help the Government of Tunisia innovatively
address the basic human health needs of the most disadvantaged
sector of the population, and to correct regional imbalances
as described in the Country's Short Frogram Statement (5883,

11. Projcct Purposeflbescription

Central Tunisia currently has the highest levels of infant,
naternal and child mortality in Tunisia, and the lowest
standard of primary health care. This project will increase
the lcvel of prinary health care in the region through an
inte_rated, physician dirccted health service systen based on
polyvalent auxiliaries. Under physician direction these
auxiliaries will provide extensive education in nutrition,
sanitation, waternal and child health. They will provide
control of comaunicable diseases, fawily planning advice and
materials, first aid and emerpency treatment as well
diggnosis and initial treatment of simple cormon diseases
and deferral of others.

I1I. Vroject Justification

This project will help pronote the integrated economic and
social development of Central Tunisia, as part of the clentral
Tunisia Rural Jevelopment Lrogram.
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AlnkX Tv TaBLE IV

froject Title: CIRL Well Orilling

Pl’b Iect WO e S 664-031&.;

L.

Ii.

I11.

Relationship of Project to Country Uevelopment Stratey

This project will support the GuT’s efforts to address the
problems of the most disadvantaged sectors of the population
and to correct regional imbalances as described in the
Country’s Short Program Statement (SES).

rroject rurposef/lescription

The purpose of this sub-project,is to finance approximately
bU shallow wells to provide potable water at a reasonabie

cost to those sections of the population of the CTRJ area
presently deprived of ready access to wells and springs
because of particularly difficult hydro-geological concditions.
The sub-project would introduce air drilling, a new technology
for Tunisian, by adaptation of one or more LT drilling rizs
for this purpose and provide ancillary equipment, as well as
US advisory technical assistance in its use. Lrilleg wells
would be capped Iin a sanitary canner and equippec with hand
punps.

Yroject Justification

This project will help promote the Integrated economic and
social development of Central Tunisia as part of the ientral
Tunisfa Rural Development Program.
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ANREX TU TASLE IV

Project Title: CTRD Potable Water 19861

Yroject Ho.: 664-0312.11

I. Relationship of Project te Country development Stratepy

This project will support the GOUT’s efforts to address the problens
of the most disadvantapged sectors of the population and to correct
regional i{mbalances as described in the Country’s Short FProgram
Statement (SES).

II. Project furposel/llescription

The purpose of this sub-project is to provide an appropriate
follow-up program in the potable water area, an area of high
priority, in CTRU program implementation to planned GARL-inedico
involvement under FY 1Y% funded LPss. This sub-project is
scheduled to begin in lSbi, by which time it is expected that
the <entral Tunisia Developmeat duthority (UTua) will have
conpleted formulation of a CTRu potable water development
strategy and acquired inplementation capacity in the construction,
improvement and naintenance of shallow wells and other potable
water systems. The sub-project will continue on-geing efforts
to bring potable water to a highly dispersed population using
available and apprupriate technolopies so as to bring down the
cost pcr beneficiary in accordance with the CIVA's proclaimed
policys The sub-project will be implemented by the JTUA, with
advisory assistance and training provided under a cooperative
agreenent between CARL-iicdico and the CTba.

I1l. FProject Justification

This project will help promote the intezrated economic and
social development of Central Tunisia as part of the Central
Tunisia Rural Development Frogram.
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Decision Lackage darrative

I.

Uverview

Fiscal Year 1581 is currently planned aa the last year of new
obligations for the U.S.AJlU. program in Tunista. Accondingly,
weaningful discussion of the .intaua, Curreant, and approved
assistance Planning Level (wnbfl) decision packages can only be with
reference to this waterahed fact.

With Tunisia's rise to middle-incone GHP status, US economic
assistance has been based since 1377/ on & coanitment to provide
substantial resources to support the 1%77-1%81 Five Year vevelopment
Ylan. This #lan’s objectives are improved living standards, vore
even distribution of the ;ains, and, achicvemcent of a level of

output at which rcliance on external assistance would be sijatficantly
reducedse  The strategy for allocation of alo and 4L 4 rescurces
has been to support the WT?s efforts to address the probleuns of

the nost disadvanta;ed sectors of the population (which largely
coincide with geographic disparities in incone anc social
infrastructure) while recognizing Tunisia’s ability to utilize
sophisticated US technology for cevelopment purposes. The main
corollary concern has been to find ways of ensuring a saooth
transition to a "mature relationship" in the period following ib®oi,
in which we (and the Tunisians) wish to have continuing exchange

of knowledge and enhanced trade and investment.

The Lhort Program Statement (Sk5) submitted in January in lieu of

a full Cubs described how US assistance has been deployed in
support of the rifth Flan, and the levels reguired to continue a
credible resource transfer and policy dialogue during fiscal

years ibdu and lYbl. The 5k5 described steps needed to bring

about ean orderly completion of US concessional economic assistance,
and how we view a continuing relationship after 148l on development
matters of concern to us and the WT. nnnexed to the Sk5 was a
brief survey of the role of the l¥l’s in Tunisia, including
observations on the role that these institutions may be expected

to play during the near-term future.

This »BS for FY 15bl is entirely consistent with the strategy,
program and workforce levels set forth in the 5FS {(and the previous
year'’s «U5S)e ald/W review of the 5&5 has reaffirned the strateyy;
iiission-proposed funding levels for FY &l were likewise confirmed
by the aaPl.
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Two basic program components characterize the dual thrust of our
assistance to this middle-income country. The first component is
that cluster of activities in Siliana province, which has now
evolved into a full-fleged integrated rural development program
touching three governorates of Central Tunisia. The wovernment
of Tunisia and we have decided--an agreement sealed during the
recent fourth Joint Commission meeting--that the great bulk of

US development resources will be devoted to the Central Tunisia
Kural levelopment Program (to which U.S. voluntary agencies and
the Feace Corps will also contribute) during the remainder of

the Fifth Plan. The second component is technology transfer,
begun in 1%77 with the Science and Technology program and buttressed
by the Agricultural Technology Transfer project signed in LS78.

Uur support for Central Tunisia undérgirds a major effort by the
GOT to speed the pace of development in one of the most backward
areas of the nation, where averape per capita incomes are on the
same level as those of Bangladesh. Luring the Joint vommission
meeting we pledged, subject to Congressiongl approval and
availability of funds, that we would attempt to provide approximately
845 million in loans and grants for Central Tunisia. This level {s
based on our best assessment of the mininum package required to
launch the program, and assumes a concerted planning effort through
the newly created Central Tunisia vevelopment authority (CTUA).
Subject to the same caveats, we pledged support on the order of

$2 million for the second phase of the S&T project. Beyond these
two basic thrusts, we are committed to provide final funding
tranches for two major on-going projects: Supervised Agriculture
Uredit and Family Planning Services.

Each of the programs listed in the above paragraph is essential
to our development cobjectives and to an orderly transition to the
"mature relationship'". Accordingly, each program is included in
the iiinimum Fackage.

Decision Packace: ilinimum

This decision package provides $10.450 million. This is the
minimum level required to support the Ub policy goals for Tunisie
sumnarized above. The minimum package provides funding for a
second tranche of the small-scale irrigation activity, currently

the major agricultural sector effort in the ventral Tunisia program.
A second tranche of funding for potable water development, the
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largest umiet basic human need in the reglon, is also provided.
These tranches are critical to meaningful continued US participation
in the ventral Tunisia effort; together with sub-projects financed
in rY 7% and FY 6u they will enable a total of $1%.8 million to be
provided to the L TRD program. Although less than the $45 amillion
target, this level would be politically credible. These two CIRu
sub-projects clearly enjoy the highest priority for ¥Y bl funding,
but are closely followed by the $1.450 million tranche for the
second phase of the 5T project, which represents the second

program priority after CIRU.

The third priority i{s the Supervised agricultural Credit project,
begun in 1Y78, a major ploneering effort to fmprove productivity
and access to credit for small fanmeﬁs in the more productive
northern cereal farming areas of the country with the intention of
subsequent application throughout Tunisia. Wwe are committed to
provice a final tranche of funding for this $lt million project in
£Y 8l. The $4.3 million included in this decision package
represents our best estimate of a mininun required for the project;
1t {s $<4.3 million below the planned amount of the final tranche.

Lastly, it {s essential that a larpe portion cf the planned last
year of funding for the Ffamily Flanning bYervices project be covered
within the binimum package, to permit continued progresstoward the
achievement of objectives of this vital progran.

The total amount of the winilmum packa,c is low in relation to the
needs of Tunisia'’s people and the absorptive capacity of the cconcay
but is consistent with the k5 strategy. Funding below the minisun
level would create unacceptable pressures. TIrace-cffs among the
projects are virtually foreclosed because they fall into four
different funding categories. Eliminstion of funding for indivicual
projects would be tantanount to their early termination with
negrtive consequences for achievement of strategy objectives.

PL 48U levels of Table Y are on a non-add basis, but are as important
to the achievement of country strategy goals as the dollar-funded
elements of the rinimun package.

Pi 480 1{s discussed {n a separate narrative. It is sufficient to
note in this section that the Title 1 program in partfcular has been
closely associated with the develomment goals of the CTIRJ program
beginning in ¥Y¥ 79, and will continue to be through FY &].
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The Housin; Investment Guaranty (HG) program likewise constitutes
an essential component of that minimum level of resources required
to fulfill our strategy objectives.

The special role of v and the way it fits into the country
program and addresses Tunisia’s needs as a relatively highly
urbanized nation are described in the SK5. The GLUT considers the

Hu resource, although not fully concessional, to be a very important
and visible part of total US assistance to Tunisia. The lu program
and the related Integrated Improvement Program for the Urban Foor
(XIPUZ) have afforded us an opportunity to engage in policy dialogue
with the GUT on macro-economic issues which fmpact across sectoral
lines and are crucial to Tunisia’s continued propress. During the
Joint Commission, it was agreed that we would seek to authorize a

HG program of $50 million in two tranches of $25 million--the first
in FY 79, the sccond in £Y 6i. The GUT attaches particularly high
priority to the achievement of this rate of authorization and has
pressed hard for even earlier commitment of the second tranche.
accordingly, the ¥Y 81 HU tranche is included in the iidinimum package.
We are also showing €< miilion ILLPUZ funding for FY &1 (non-add from
other Uu accounts controlled by USB) to assure continued attention
to social problems related to HGs at about the sane level as the
existing siellassine program.

The workforce required in ¥Y 8i relates essentially to the implcmentation
of the large portfolio of on-goiny projects plus planning for the

minimum decision packape. as noted in the operating expense portion

of the aBbb, USalb/Tunisia believes that this is the absolute winimum

U5 airect hire and foreign national workforce required to implement

the program; the iiission is already operating with a bare-bones staff
with the impleuwentation burden of the CTRU program still to come.

111. Decision Package: Lurrent

The funding increments associated with the current package provide a
considerably improved posture with regard to overall program goals.
The current level includes partial funding for one of two new sub-
projects planned for CTRD in FY &1, Fruit Tree Cooperatives. Funding
of this sub-project would bring the total CTRU level to $21.3 million,
which nearly meets our funding target.
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Second pricrity is funding for the ajricultural Technology Transfer
project, which althouph nearly fully funded on fnitial obligation
will require additional funding in FY Bi. The two technology
transfer projects--one in agriculture, the other in seneral science
and technology--are the keys to the longer term “mature' relatioaship.
Lastly, a funding increment for the Supervised agriculture Credit
project is provided; the importance of this project has been
described above. There is no workforce increment for the Current
Level; planning inputs for the Fruit Tree Cooperative sub-project
are expected to come in large part through the CTiks planning unit
assisted by US advisors.

Lecision Packsgie:!: skl

£ull funding of the fruit Tree woop shb-project has hijhest priority
for the Anrfh level package. Seconcly, to bring the CTRD progrem

to full funding at $40.6 million the Rural Electriff{cation sub-project
would be financed. Together, these increments will enable us to

weet our CTRU funding target, and thus contribute in an essentfal way
to the achievement of the Si'5 stratezy as discussed in the overview
section of this narrative. The final ¢ million increment of the
AaPL package represent complete funding of planned final tranches

of three projects whose relevance to the achievement of program

goals has been described above.
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STATEMENT IN SUPPORT OF GRAPHICAL

OPERATING EXPENSE PROFILE
(FY 77 - 51)

U.5. Direct Hire

Salaries and othcr direct cost have increased from $754.3 in
FY 1977 to $840.5 in FY 1980 dispite a staffing reduction during
these years of five U.S. Direct Hire Personnel. In general, this
conflicting trend is primarily the result of salary increases, a
higher grade structure mix of on-board pergonnel, additional
education allowances and increases therein, and greater turnover
in staff resulting in additional travel expense.

Foreign National Direct Hire

Again, a decrease in staff levels from k9 FNDH to 26 for the
FYs!77 through 81 did not reflect a corresponding decrease in
overall FNDH operating expense. The savings resulting from a
decrease of 23 people have in general been absorbed in salary
increases and additional costg of benefits.

Housing

The relative sipgnificant fluctuation in Housing Costs as
compared to Salary Costs is attributed to primarily two factors;
(1) although residential rents are increasing, this increase was
more than offset by the reduction of five U.3. Direct Hire staff
rents for the period covered, thus direct savings through staff
reduction was evident; (2) the years of FY 77, 78, and 80 which
show significant increascs, ore those years for which residential
replacement property was budpcted. In gencral, there have becn

significant inereases other than for replacement property.
r?gee Inflation Factors Utilized for FY80 .and 81),

Office

Office rent, paid two yecars in advance in FY 79 is primarily
attributed to the increased cost over the prior two years. In
FY 80, an additional years rent will be paid in advance. This,
plus the general increase brought about by mission budgeting for
AID/W operational travel has tended to reflect fairly significant
increases in office expenses, Other cost, with the exception of
FAAS, which also has shown steady increases over the period
covaggd, have in general been fairly stable.
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Conclusion

There is no question that operating expense conziraints
have bem in general, employced by the Mission, Thia was
supported by the recent operating expense audit report which
did not reflect any areas of significant deviation from AID/W
guidelines concerning austerity. It must be noted however,
that irresgpective of declining staff, a corresponding decrease
in overall operational cost has not been apparent. There ia
no question that general price increases have absorbed most
of the savings resulting from staff decreases, hence it is
now Just as costly to operate with less staff than it was
several years ago with greaterwstaff,

In this regard, it would appear that the constant restrictions
on operating expense in general may result in small gavings, how-
ever given current world inflationary trends, it appears that
a more realisgtic gtance must be taken to equate actual costs of
overgeas personnel to the imaginary lesser cost under wvhich the
Congress approves agency operating axpence budgets.
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SUPPORTING NARRATIVE FCR PERSONNEL LEVELS AND
OPERATING FXPENSE BUDGETS

Conasonant with prior year plamning and the Country Development Strategy
Statement, USAID/Tunisia haa, with the exception of the Central Tunisia
Project, projected a generally low level of personnel intensity for on-
going and proposed projects. This coneopt zcknowledpes mission posture
in developing a mature relationship with the host government aimed at
project assistance obligation termination by the end of FY198l. 1In

view of this strategy and the fairly firm comitment levels of assistance
through FY1931 USAID/Tunisie has again projected a "core" staffing
concept which is anticipated to have the capability of administering the
total program at current, minimum, or AAPL levels.

At the present time the conversion of emphnsis from program planning to
implementation is in process which Wlll necessitate ndditional changes

in position make-up at a later dale Yhen nearly full emphasis 1s directed
toward implementation. It 1is projected that USDH gtaff will decrease
from 16 to 11 in FY 1982, and from 11 to 6 in FY 1983, FNDH staff will
similarly be reduced from 26 to 16 in Fy1963,

Personal Service Contract Restrictions

There 1s no question that given the current AID trends toward lean
staffing, and at the same time delegation of pgenerally larger mlssion
rroject responsibilities, a substitute mechaniom of staffing assistance
is sorely needed. In the past this mechanism wan found by the uvtiliz-
ation of Personal Service Contracts, primarily for sub-professional
-talent at the mission level. The major impact of this restriction gives
rise to an additional administrative burden to the mission which is
already fairly lean in both USDH and FNDH staff, In general, the higher
salaried staff must now absorb the administralive functions formerly
undertaken by lower salaried PSC persommcel, and %o lkecp abreast of the
informational demands lcvied by ATID/W, this presents no easy task.

There is no question that over time, this I'2C restrietion will have a
definite impact on projects, delaying both Acsirn and implementation.

Impact of Travel Restriction on Propram Implementation

While it is somewhat early to determine the total impact for this fisecal
year, it is assumed that program repercuss: nionag will become evident toward
the latter part of the fiscal year when normnl fanding becomes tight.

Ve forsee a major program impact shounld a Tlat percentage operational

travel decrease be made in subsequent yecars on an seeross-the-~board basis

as was done .this fiscal year. This practice certainly does not lend
credence to prudent budgeting concepts; either over-budgeting in anticipation
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of later reducticna, or an on-tnrpet budget which may result in
niverze progeam bopnets 1o necensttinted, neithor of which nre
aceeplable colutionen,

Inflation and Exchanee linte Factora

The following inflationary factors, by line item, were assumed for
preparation of the FY1920 and 1981 budgets:

Rate Utilized

Linec No. 0/C Description FY &0 rY 81
o2 110 UoDH Selaries 5% 5
18 11h FRITL alories T L
12 179 Fiiotl Bet, insar, ‘5 ‘T
31 235 Residential Rent 500, T
32 235 Residentinl Util, 10% 103,
35 235 Director Ntil., 10 14
hih 234 Office Utilities 1074 10%
L5 259 Janitorial Contr. 105 10%
50 259 Guard Service T %

On the basis of current scarce availability of residential housing on
the open market, and the intended decicion of the Aradb Lengue to move
its headquarters from Coiro to Tunis, we anticipate a significant
inercase in residential rents over the next two yenrs ns is cvident
from the inflntionary rates utilized nbhove,

Exchange rate fluctuations, which were somewhat erratic in FY 78;
(during the period of the dollar decline) have now in general stabilized
and hence were not considered;, a major factor in this budget exercise.
The approximate current rate of 1TD to % 2.50 has been used for budget

purposes.,

Sifnificant Changes in Expense For Office Operations, Housing, and
Forelgn National Fmployees

Office Opcrations: The simmificant increase in Office Operational
Expoune noted on the Swmmary of Operating Expenze Table s attributed
to n tuo year pdvanece vembab pveeent meele in FY 170, A Dol
inerease in PY 80 Ia the result of one addittonnl year of ~ivance
office rent projected plus the ineluslon of AllY/UW aperalionsl travel
requircments herctofore budrcted by AID/W, ‘the I'Y 1031 increase over
FY 1979 13 alno reflective of the inclusion in the Missicn budret of
projrcted ATR/W operntional trivel yrojected by ithe Minzien,

Housinn:  The inclusion of residential replacement Dumniture and appli-
ances in FY 1977, and morcso in 19703 tended to cxaggerate the normal
housing expense profile. In FY 1979 no replrecment turniture is
antieipnted., The projected amounts for roplaccoment of residential
property in FY 1980 nnd 1981, and the rental inflationary factors
utilized in these fireal yenrs have had Lhe expected result of increased
cost projections over prior years.
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Forcirn Nntional Dircet Ilire Benefits: There have been no new benefits
implemented for Forcign National Direct Hire staff with the exception
of a health insurance program instituted in FY 1978. General wage and
cost of living increases, both by host country and wage survey boards,
have tended to reflect a general incrcase yearly in FNDH salaries and
benefits despite a fairly large staffing reduction during the period
reviewed. Overall inflationary trends would appear to subsgtantiate

our assumption that this trend will not likely by reversed in the very
near future.

Foreim National Direct Hire Benefits

Foreign National Direct Hire benefits are currently limited to a
retirement and health ingurance plan,

Operating Expense in Support of Program Funded Personnel

There are no direct operating expense funds utilized for support of
progrom funded personnel, Indirectly however, FAAS operating expense
budgeted items, such as travel, medicael, pouch, security, leasing,
warehousing, and cable costs are being utilized for program PAGA
technicians., BSuch coste are not analyzed for offset to operating
expense funda,

Additional Plans for more effecltive Utilization of Opcrating Expense
Funds

In reiteration of last years statement concerning utilization of
opcrating expenge funds, the Mission has and will continue to utilize
taxpoyer funds in a prudent feshion and within agency pguidelines,

A brief anolysis of operating cxpense will clearly show that both direct
and indirect personnel cost make up approximately 80% of {he operating
expense budget while the remaining 20% can be attributed to office
operntions. Recognizing that this analysis is perhaps reflcetive of most
missions and at the same time not discounting the savings generated by
prudent management, it nevertheless appears that to keep opcrational
expense at a congtant level in times of inflationary incrcases, it must
be at the expense of staffing levels, Given this assumption, it is

clear that the agency canmnot continue to decrease staff beyond a level
that would jeopardize progrem implementation, and thus a case must be made
for realistic funding consonant with todays cost of maintaining persocunel
overseas,
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PL 480 Nnrrativo

"Balance of Trade" seclf sufficicncy in agriculture is a major
objective of Tunisia's current five year plan activities, as
Tunisia's current agyricultural production is far below its potential.
To ensure that all its population can meet their basic human

needs Tunisia's agriculture, which currently employs nearly half

the work force, must begin to make a contribution to self sustaining
growth more nearly equal to its potential. Many of the problems
that must be overcome are widely recognized. Among them are:

-~ Low fertilizer application rates, particularly of nitrogen:
~-- Slow adoption of improved high yield variety seeds:

-- Too little use of purchased production inputs;

-- Inappropriate cropping patterns in low rainfall areas:

~~ Overgrazing and other poor livestock practices.

Implementation of a number of steps to overcome these problems
has already begun, e.g.: a small farmer supervised credit program
in limited areas, expansion of the adaptive agricultural research
program at Le Kef, and intensification of small farmer extension
work in central Punisia. 1L is Lho inltontion of the Government
of 'funisia to continuo budycling Pl 480 Tilla 1 procoods to
intcnsify these activities.

Identification and more cnrceful spocification of a number ol othor
activitics has also started. (For example: range management in
central Tunisia, the establishment of viable small Larmcrs lending
institutions covering a wider area, and improved water management
activities.) Many of these will be assisted by U.S.A.1.D., several
within the framework of the Central Tunisia Rural Development
Project.

But basic underlying difficulties remain, Many of these are rooted
in Tunisia's too heavy dependence upon a centrally controlled,
essentially monopolistic government marketing system for both the
outputs and inputs of agriculture, that is in turn partly based
upon the need to assure minimum availabilities in the face of tight
foreign exchange constraints. The government is particularly
conscious of the need to kecp supplies of staple foodgrains available
not only to the urban population but also in the deficit rural
areas of south and contral Tunisia. Parmers there continue the
traditional pattern of using acreage more suitable to other crops
for foodgrains, because ot tha possibility of periodic staple
shortages and the inadequate marketing and support systems for
innovative crops. -



Title I cereals will help ensure adequate foodgrain supplies

and provide Tunisia with the assurance it needs to begin to make
necessary changes in the existing agricultural marketing and
distribution system.

Therefore USAID proposes that Title I be provided Tunisia in
sucegsive years tied to:

1) Demonstrated annual needs based on improved foodgrain
supply and demand information;

2) Intensgified study and discussion of policy innovations and
measures needed to increase agricultural productivity:

3) Sequential implementation of those measures identified as
feasible in these discussions;

4) Continued budgeting of a portion of PL 480 counterpart
generation as a contributtion to the budgetary costs of
such measures and those intended to improve nutrition
and health,particularly where implemented in the disad-
vantaged Central Tunisia Rural Development area.

This would require a minimum of $10 million annually in financing
for PL 480, for a number of years. 1In some years, considerably

more would bedesireable. Tunisia's foodgrain imports have varied
between 300 and 650 thousand metric tons depending largely upon the
weather and resulting crop. Even during excellent crop years, a
yearly average of 250,000 tons of imports has been needed. The
building of a reserve stock has not been feasible. The last few
years have been poor crop years, and have helped push Tunisgia

into a tight foreign exchange position and increasing use of ex-
pensive commercial credits. (See SPS pps 9-11.) 1In such years

we suggest that the U.S. be prepared to provide up toc nearly 200,000
metric tons of grain ($26 million dollars.) Assistance at this
proposed level, however, would only be possible if joint identifi-
cation and discussion of the root problems inhibiting expansion of
agricultural and other productivity were expanded, and implementation
of corrective actions accelerated. Without such initiatives, it

is unlikely that Tunisia will achieve its plan objectives. With
them, net self sufficiency is probably attainable by 1984 or 1985.

Title II

Title II programming will continue to depend upon special humanitarian
needs and be closely focused upon the disadvantaged groups such as
pre-school-age children from needy families and needy school children
in the rural areas. The dialogue with the Government of Tunisia
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to more closely specify the programs' objectives, purposes, and
problems will be intensified, within the framework of developing

a multi year schedule for assumption of all the programs' costs by
Tunisia. The recently completed evaluation of the program (Title
II Program Management Review) is an integral part of this dialoque.

In programming Title II inputs, specific recognition of the contri-
bution these inputs make to the overall foodgrain and nutritional
balance will be made. U.S, Title II commodities help two national
level nutrition interventions designed to bring supplemental foods to
specific target groups, i.e., needy pre-school and primary school

age children who are selected from the low-income families living

in the rural or low-income urban areas. The services of children are
an important part of the economy of poor rural households. The
school lunch program not only provides nutritional supplements for
these children but by adding tc thqir families’real incomes replaces
that lost when children are in schocl and makes it possible for them
to stay there. These supplemental feeding activities are implemented
in cooperation with two U.S. voluntary agencies, CARE and CRS.

The targets of bilateral food aid programs under Title II have been
changed in successive years to meet changed objectives. The earlier
food for work activities inspired by the high rate of unemployment
were later replaced by higher priority child feeding programs.

During recent years, considerable efforts have been made to improve
the effectiveness of the programs. For example, in 1973 and 1974,
the numbers of school children receiving the Title 11 foods were
reduced from 525,000 to 256,000 by discontinuing distribution in
schoole in the more affluent communities.

At the same time the distributions were concentrated in rural primary
schools, individual recipients were determined by need, and impro-
vements were made in the quality of food served. In 1978, the volags
CARE and CRS initiated a major technical assistance activity to improve
local management of the pre-school programs and incorporate educational
components aimed at better nutrition and family health. The Tunisian
Government also increased its contribution. It improved meal prepara-
tion and serving facilities, commodity storage, the availability of
transport vehicles, and hired additional staff while providing training

for the existing staff.

The early 1979 Title I1 program evaluation conducted in Tunisia indi-
cated that these programs were meeting the basic human needs of poor
people and that the Tunisian Government was demonstrating a responsible
interest in the programs by providing support and complemsntary foods
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equivalent in value to the commodities made available under Title II.
llowervar, duo to Tunisia's growing GNP it was recommended that U.S.G.
asginlanco to the ongoing programs bo continuod only long onough Lo
ngsura that the host government had the time to sobt up and implomont
a plan to takc over the wholc program and all ils costys without
serious disruptions. Becausce, planning for the gixth Five Year Plan
is now underway ( it is scheduled to cover CY 1982 through CY 1986)
the food aid issue waa included in the agenda of the Joint Commission
meetings held in Tunis in March of 1979. This initiated the phase-
over dialogue with senior Tunisian Government policy makers. :

During FY 80, continued improvcments are expected in the programs
management. In particular, ncw cducational and health services will
be made available in the pre-school centers. The mothers of the
children participating (ages 3 to § years) in the feeding programs
will be invited to the centers and offered nutrition and health
advice. They will be encouraged to bring their younger children

to the center to be registered, weighed and, if required, receive
supplemental foods. As the services are expanded in the pre-school
centers, some centers will serve as maternal-child health centers
who the mothers and children will participate as recipients under the
MCH category. Accordingly, some shifts are expected between the
pre-school and MCH categories during the FY 81,

The Title II program proposed for FY 81 is a continuation of those
activities i.e., supplemental [eeding taryclted al the children

of families living in low-income areas, mainly outside the principal
urban areas. We anticipate continued improvements in the programs
management, planning, and coordination; better equipment and facili-
ties; upgraded staff, and new educational activities in the pre-
school centers. The program categories and recipient levels proposed
for FY Bl are equal to the recipient levels and categories recommended
for FY 80, i.e., mother-child health, 35,000; pre-school, 160,000;
school feeding, 266,000.

In spite of gencrally adequatc nutrition, Tunisia does have certain
serious putritional problems, such as those saggested by the bigh
infant mortality rate {120 or morec per thousand) and evidence of
significant malnutrition among infants and children. The ftact ot
these nutrition problems is the third leg of the developmental and
basic human needs rationale for PL 480 Title I and Title II assistance
proposed here. The other two are the need for greater assurance of
food grain supplies to permit innovative policy measures, and the
dedication of proceeds to stepping up integrated rural development **
actions in Central Tunisia. 1In analyzing Tunisia's food balance we
will take into account the impact of all food aid, through all channels,
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The commodity quantities proposed in this budget submission (Title I
and 11 together) are within the capability of the relevent Tunisian
organizations to handle, store, and distribute. If scheduling of
deliveries and cxecution of the proyrams proposed occur as programmed
herein, they will not resulct in a significant disincentive to
domestic production, but instead can make a positive contribution to
its increase. Accordingly,USAID concurs in the program categories
and levels proposed by the voluntary agencies and submitted with this

budget.
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. Bepinnlng Stockn,,, .. ke : iy, . h1y . )
: Production,, ... 40448 720 : o0 : 900 b 9&}
. Tmporta . : : : :
: Concensionel, |, 83 (1): 70 (2): 50 (3)(L) %0 (3)(h)
. Non=-Concessional; 500 : , 900 : 500 : 500 :
: Consumption,,,......: 1350 : 1380 : 1L15 : 1470 :
: _Ending Stocks,,,.,..: 425 : k15 : L50 : L30 :
+ Cammodity - Corn . . . . ‘
: Beginning Stocks,,,.: 19 20 35 - B0 s
: Production,...,.....: 1 : 2 : 5 : 10 1
: Imports : : : : 1
: Concessional,,,,: 0 30 . 33 (k): 33 (L)
: Non-Concessional: 100 : 150 : 1L0 : 1k0 !
Consumption, ....seee: 100 : 167 173 . 173 !
Knding Stocks, . . ....¢ 20 : 35 . Lo : Ls '
: : : : . 1
+ Commodity - Barlez : * : : {
: Beginning Stocks,_,,,: 48 . 25 : 60 . 100 t
: Production........... 180 : 200 : 225 : 250 t
: Imports H : 1
: Conccssional..... 0 : 0O : 0 : O {
: Non=-Concessional: 0 . 0 . 0O . 4] 1
: Consumption,........: 203 : 165 : 185 : 225 t
: Ending Stocks, ,,...: 25 : 60 : 100 : 125 t
: : : : : '
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Country: Tunisia

TARBLE XII

rr b lmn TUTLE 1

Supply and Distribution
000 Metric Tons)

Htock tltuntion - FY 1978 @ FY 1979 .

Commwilly - Whend,

Estimated : Estimnted
FY 1080 : Fy1a81

49 For Title I and 34 for Title II

60 For Title I and 10 for Title II

Title I only,

These amounts might be doubled through Title I,
narrative, requirements were proven and the 70T
dialogue to identify the policy steps needed to
and to accelerate their implementation,

if as explained in the
agreed to expand the

increase domestic produstioca
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TABLE XIII
P.L, 4BO Title II
FY 1981
Fxhibit 1
Counlry: Tuninln
Sponsor's Name: CARE
A. MATERNAL AND CHILD HFEATTH. ceeassesessessTOTAL RECIPIENTS 20.0
No, of Recipient (Thousands)
by Commodity Name of Commodity KGS Dollars
{0 Mothers NFDMLIK % R
16.0 Children NFDMilk 3Bk 135
TOTAL MCH - 480 169
BO SCHmL FEEDINGI'!lll..l.!..ll.ll.l.ll.. TOTAL RECIPIMTS 156.6
No, of Recipients (Thousands)
by Commodity Name of Commodity KGS Dollars
156.6 Fiour 1,663 313
156.6 01l 172 142
_ 156.6 NFDMilk %70 166
156.6 S.F, Riece 271 1730
TOTAL SCHOOL FEEDING - 2,576 Thi
C., OTHER CHILD (PRE-SCHOOL FEEDING).sessse TOTAL RECIPIENTS 974
No. of Recipients : (Thousands )
by Commodity Name of Commodity KGS Dollars
o7l Flour 2,902 817
97 0il 200 210
97.0 TCSM BT e
TOTAL PRE-SCHOOL FEEDING - 3,091 1,130
TOTAL CARE = 27hk.0 6,147 2,040
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TABLE XIII
P.L. 4BO Title II
FY 1981
Exhibit 2

country: Tunisia
Sponsor's Name: (RS
A. !_M__.WAL ANB_CHILD "IEA_;L_E‘_..-.-.-.-.--.- TOTAL le?]ms 15‘0
N, of tteciptentn { Thousands)
_ by Commodity — Name of Commodity KGS Dollars
_ 3.0 Mothers NFDMilk T2 25
_17.0 children NFDMi Tk 288 102
TOTAL MCH - 360 127
B. SCHOOL FEEDING....evee0cssessessssssess TOTAL RECIPIENTS 993.0
No. of Recipients {Thousands)
by Commodity  Name of Commodity KGS Dollars
990 . Flour 1 ,_u_"@ ] {-'“—'u’,_—_
%90 01l 110 a0
- 99.0 NFDMi 1k 300 106

9.0 §.F. Rice 166 73
TOTAL SCHOCL FEEDING = 1,636 L68
C. OTHER CHILD (PRE-SCHOOL FEEDING)....... TOTAL RECTPIENTS 62.6
No. of Reciplents ( Thousands )

by Commodity Name of Commodity KGS Dollars

€2.6 011 188 15%

62.6 ICsM 563 218
TOTAL PRE-SCHOOL FEEDING - 2,629 725
TOTAL CRS - 176.6 4,625 1,320




