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ASAL Agricultural Sector Adjustment Loan (IBRD)

APIP Agriculture Policy Implementation Project (AID)
ATO Agriculture 'rade Office (U.S. Embassy)

BCT Central Bank of Tunisia

cIp Commodity Import Program

COTUNACE National Export Insurance Corporation

CY Calendar Year, January 1 - December 3l

FAA Foreign Assistance Act

GDP Gross Domestic Product

GOT Government of Tunisia

IBRD International Bank for Reconstruction and Development
IMF International Monetary Funa

MT Metric Tons

MTSAP Medium-Term Structural Adjustment Program

ocC Office des Céréales

PAAD Program Assistance Approval Document

PACD Program or Project Activity Completion Date
Plan Government of Tunisia, Seventh Five-Year Plan 1988-1991
PL 480 Public Law 480 (U.S. Food Aid)

RFQ Request for Quotes

SAP Structural Adjustment Program

‘TD Tunisian dinars

UMR Usual Marketing Reguirements

USDA U.S. Department of Acriculture

USG Unitec States of Anerica Government

WFP worlae Food Program (United Nations)
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percent annually for the period. Real GDP, which grew at 5.2
percent in 1982-85, declined by 1.6 percent in 1986, but nas
recovered to approximately 5.5 percent real growth for 1987, as
good agricultural and tourism sector per formance plus firm
petroleum prices turned around declines experienced in 1980,

The rapid economic growth (6.3 percent per annum for real GDP)
during the 1970s ané early 1980s was propelled by enercy and
mineral exports which financed a large public investment program.
As oil production levelled off, other factors in both the current
and caplital account, combined witnh rapid changes in commodity and
product prices, led to instability and decline in export
earnings. With poth domestic consumpticn and investment levels
maintained through macroeconomic policy, the fall in savings
associated with the decline in GDP led to a large external
resource gap (10.8 percent of GDP in 1984). Since the decline in
exogenous capital inflows escaped tne notice of policy makers,
early corrective actions were not taxen.

The foreign exchange crisis of 1986 was the joint result of
scveral unrelated trends, long-term shifts, and coincicental
exogenous negative shocks to the Tunislan economy (especially tc
its trading sectors). Despite a better-than-average current
account deficit, these combined to cause a "cash-flow" or
liquicdity crisis during which net foreiagn reserves became
exhausted, even negative. Foreign dedt egual to 55 percent of GDP
was hign (compared to e.g. 43 percent as recently as 1983), but
not in comparison with that of other countries compelled to
uncertake a structural adjustment program. Debt service absorbed
28 percent of export revenues (Table 1), also hign but nct caudse
for panic (nor, as a consequence, a source of continuaing =xternal
donor policy leverage). This liquicity crisis providec an
opportunity for a reformist group of Tunisian policy makers (who,
since a cnange in Government 1n HNovender 1487, precdominate in both
political and economic leadership) to undertake not just
stapilization measures wnich restore exterrnal balance, but
funcamental economic restructurinag which should

assure competitiveness in a cnanged world environment. These
concepts are incorporated 1nto the Seventn Five-Year Eccnomic
Plan 1960-1991 (Plan), the dratt ot whnicn., was analvzec
extensively in tne 1987 CIP (PRAD, pD 1¢-20). A suvset of tnis
Pian, supported oy the Worla Banr, the INF and pilateral zonors
including AID, comprises the Medium Tern Structural Acjustment
Program (LTSAP, descrloed 1n Section V).

For 1987 tne macro-economic situation hac i1mprovecd. The effects

51

of exogenous SNOCKS3 LCr tun® TOZL part nave ocen favoravle.

fhaen ineloce weather concitions (proviaing a strong revound in
AGrICUltUlal Prowulllvn, v oswnd ootoron o agricultural anc
agro-inaustrial =xports, and decline in ¢rain imports), tourisn,
GG Cnneersl o statemeats of "investec conficence", Debt nas

continuec to rise, to a ievel ejgual <o bl percent of CDP, tnough
Geot service nas declinea sligntly, to 27 percent of exports due



to increased exports, loan rescheduling and an increased share
of concessional lending in the crecit mix. Domestic markets
absorbed the combined weight of the stapilization and acjustment
programs: proauction levels for uomestic markets rose only 1.2
percent, while construction declinec by 5 percent. ©On the
demand sicde, real private consumption rose only 1.l percent, and
investment declined by 10.4 percent. Neither the trends nor the
sudden shifts have reversed, nor have 1nvestors degun to support
the Plan by increasing fixed investment. Unemployment has
worsened (especially in affected localities), as parastatal
enterprises have retrenched and restructured. However, tne good
agricultural season absorped a large numper of rural workers,
while a significantly expandec rnral puvlic works (chantiers
régionauy) program supported by PL 480 resources provided two
million person-cdays of employment in 1987. Firms and sectors
which nave expandea production have cone so by increasing
utilisation of their existing work force and equipment.

B. Fiscal Analysis

As data on tne economic improvement 1n 1937 became available,
the GOT revisea its target GDP growth rate from 3.5 percent to
4,4 percent, and it 1s likely that real growtn nhas exceeded 5
percent (the GOT estimates 5.5 percent, based on September
data). This nas not been so for all elements of demand: real
investment is expected to decline by apbout 8 percent desplte new
investment incentives, walle consumption 15 expectec to show
only a moderate increase; tne resulting growth in savings Jill
recuce tie external resource gap to about 6 percent of GiP.
Export orientec production increased by 13.8 percent in real
terms, while production for comestic markets sutferec: up 1.2
percent for menutacturing, down 5 percznt for construction. The
projectec cetlclt on tne current account (ID -Z240 miilion) was
less than half that precicted in the Plan. After receiving
jonor support from the Consultative Group in provicind
concessicnal ass.stance, the overall oalance of payments 18
crojected to show a surplus of ©D 180 million in 19387, restoring
foreign exchange reserves to the eguivalent of 1.9 menths of
tmports, bFeduced domestic vemane and tirm monetary rolicy
contained tne rate of 1nflation at ¢ vetrcent, cespite a 3
percent effective cepreciation of the cinar in real torrs auring
the fi1rst six months (Taole 9) ana continuing price
liberalization now coverina 45 percent of manufacturea products
(Tanle 2).

The 1944 COT vconomic ~udaet reflects tne governren<'s lntention
to continus liberalizetion, %o 3nlbt 1nc=ntlvyes oW
invostiment ans toward export, ani to reduce Jdnsidles and
bespmsCaes o Teesg wnien previously had peen carsarioa or
various funcs {particularly tne price stavilizatsion/suosslay
tune) and chus concealed thne funds!' tetal recource cost, were
CENTCal e 1a 1967 In oruer to atcenataen tae pochanicors for
expanciture control anc clarily toe tiscal position of =he funds



(See V.B.,3 below). The tax on interest on bank loans nas becn
reduced by 60 percent in order to further encourage investment
and reduce distortions in the price system. However, this will
cause a TD 30 million shortfall in revenues on an annual basis
and lead to a deficit slightly higher (4.2 percent of GDP) tnan
planned in tne MTSAP (4.1 percent), but still an improvement
over 1986 (5 percent. See Table 10). Further, the improvement
in 0il revenues partially represents a one-time settlement of
arrears on payment of oil bills by parastatal enterprises, and
cannot be expected to provide additional revenue from 1987
onward.

The supsidy buaget of the Caisse Générale de Compensation will
pe held constant in nominal terms in 1988 at TD 188 million,
The subsidy apparatus continues to exert a large and
unpredictable effect on the Treasury (although less than would
have been 1f unit subsidies had not peen reduced). In 1986
actual subsidy expencitures were TD 213 million. The 1987
bucget shows TD 184 million, and the September estimate stands
at Tbh 206 million.

Work continued 1in 1987 to desiagn a value-added tax to replace a
series of turnover taxes. It is scheduled, after a delay, for
introcuction in the second semester of 1988, The VAT will have
three rates (6, 17, and 29 percent) corresponding generally to
kne current 1ncidence of production and consumption taxes, but
be simpler and permit tax rebates to exporters as allowed unider
GATT. The 6 percent rate favors priority economic sectors. The
change 1is not expected to have a revenue 1impact for the GOT.

For 1948 the GOT proposes introduction of a new income tax, With
a lower maximum and consolidating different tax proarams for
different income sources 1nto simplified single individual and
corporate income tax schedules. This will cause & minor revenue
loss to the Treasury.

The GOT required panks to reduce medium- and long-term interest
rates by two percentage points to promote investment further.
Wnile rates are still positive in real terms, the rationale for
this gesture, which was resisted by the Central Bank, lies
outside tine liberalization effort.

It is still too early to predict the meaium-term balance of
payments outcome for Tunisia. While the current valence deficit
halvea in 1987, part of this was due to dinar devaluation ana
government policy cnanges, and part to exogenous factors, but
little to investor commitment whicn 1s not yet evicent, Tne
overalil precictea surplus for 14987 135 tn2 result ot donor
Tommitiments to help Tunisila repulsd 105 2uhadotod reza2rves to 4
level which %71l remove foreign wxcnance conshtraints on
procuction ana trade. It grants ana tern lending (inclucing
comnercial) nad rematned at the 1936 level, the outturn would
have peen a deficit of TD 146 million,
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The projected level of reserves at end 1987 is 1.9 months of
imports, 20 percent ahead of the MTSAP target. This cannot be
compared with previous figures, however, since some foraign
exchange reserves held unofficially (and illegally) offsnore by
traders will be repatriated and counted in official resecves
following tne 1987 liberalization of foreign exchange
regulations, so a larger level of official reserves will be
necessary to support any given level of foreign trade.

As a rosult of the surplus in the overall balance for 1987, the
GOT does not intend to optain nonconcessional commercial credit
(except trade finance) in 1987. For 1988, the GOT anticipates
receiving $350 million in Worlc Bank financing (including
adjustment and project aid) and desires to negotiate another 'IMF
Standby or Extended Financing Facility (7-10 years) with no
additional conditionality beyond that of the existing Standbdy.
This would not represent new resources, but would be increnental
in the sense that it would delay the repayment of reserves
borrowed under tne current Standby. The GOT may borrow 1D 100
million on a commercial basis in 1988. Debt service, wnicn
peaked at 32 percent of exports, ic predicted to decline to 29
percent in 1987 and 1988.

C. Macro-Policy Agenda

The GOT states 1ts 1988 goals as resumed economic growth and
optimal resource allocation. The two goals freqguently conflict,
as evident in the 1988 economic budget. Pursuing the former,
but constrained by the IMF stabilization program, the GOT
stresses increasing aggregate demand through exports and
non-puolic sector investment, poth tnrough reducing marxet
impertections wnich discrimninate against export anc lnvestment,
and througn providing new market imperfections c¢iscriminating 1in
tneir tavor. The latter policy preservées an administrative
apparatus whose existence prevents efficient recponse to narxket
incentives anug creates an environment where apility to deal witn
the oureaucratic apparatus perpetuates a comparative acvantage
unrelated to optimal resource uge. In Decepmber 1487, the number
of requirec lmport permits wWas reducec¢ from 12 to 4 anu private
fracde anc countertrade was simplified, wnile quality control
procecures f[or exports wers decentralized and simplified,
Althougn tne adrinistrative apparatus wWas laft laraely lntact,
it's ceadline for response to applications nas veen snortenec
considerably, and the need for Central pank approval of one form
eliminated.

For 1986 potn tne rigiu planners and those who prorote
literalizatio., acree that staollization must viwla to growtn of
comestic cemanc. dltn tne rlscal rols oL coveonnent contalred,
the GOT 18 vrovialng lncentlves to privates Lnvestnent and to the
construction incuscry. Chandes 1n tne tax system, tae forei1gn
trade reglme, in the 1nvestient r2glic, and 1n tag tinanclac
systemn are 1ntended Lo remove disincentives to investient and
cxport, ana to liberalize anc =ncourage tiow eCONUmYy .,



- 11 -

Protection of infant industries continues, ard the GOT 1is
proposing assistance in 1988 to restructuring -- out not
liguidation -- of uneconomic, formerly protected 1ndustries
wnich have peen hurt by liberalization. If it 1s unavble to do
so, eventual policy modification permitting liquidation 1s
likely,

The reduction in interest rates in November 1987 was only one
element of a strategy encouraging investment. In December the
tax on loan interest (taxe sur les prestations des services) was
reduced by 60 percent (from 14.2Y to 6 percent) 1n orcer to
regquce the spread petween cost of funds and cost to tne
borrower, and encourage borrowing for investment. A tax amnesty
forgave 50 percent of taxes in arrears 1f the funds were used
for approved investments.

In 1987 the GCOT eliminated taxes on agricultural procuction.
Further steps included liberalization of the tariff regime (see
V.B.3), liveralization of imports made by exporters for thelr
needs and on associated foreign exchange vank accounts,
elimination of 18 special funds of the Treasury (leaving,
however, 22) and tax zarmarks associated with such funas,
reduction of the need for Central Bank approval of meaium size
loans and the beginnings of a liberalization of deposit incerest
rates and some lending rates despite the forced recduction on
term lending (Section V.B.3).

The sectoral policy agenda of the GOT is fairly closely 1in line
with that proposeu¢ in its Plan. As this was analyzed 1n the
1987 CIp (pp 14-21), the analysis is not repeated here. The GOT
appears committed to liperalization, as a component of 1ts
efforts to continue export growth while resuming domestic growth
through increasing 1investment.

V., STRUCTURAL ADJUSTMENT PROGRAM

A. Backaround

Faced witn exnausted foreign excnange reserves 1n 1986, the GOT
undertoox a Structural Adjustment Program aesigned to restore
external palance and transform the economy away from 1lmport
substitution anc towarca market-oriented ana export activities,
In 1986-87 1t concluded several closely relatca agreements: an
18-month Standby with the IMF for SDR 103.65 million zna a
Compensatory Financing Facility for SDR 114.71 million, ooth
signed in Novenmber 1986; a rescheculing witn comierciral anda
government credgitors of votnh commerclial anc officiral debt
regayrents, following and tied to the Standoyv; major Vorla Banxg
loans of $1504 Agricultural Sector Aajustnent Loan (ASAL) 1n
Septemnber 1966, $1504 Industrial and Trade Policy Acjustment
Loan 1n Feovruary 1987, with planned lcans in 1988 for structural
adjustment, puolic enterprise rehaoilitation, anu ASAL II; and
the AID-financec the CIP and an Agricultural Policy
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Implementation Project, both in support of the ASAL, plus the PL
480 Title I safety net program for those most nurt by tne
aajustment. The Government's Seventh Five Year Plan 1988-1991
provides tne core for these agreements, the adjustment aspects
of which are referred to as the Medium Term Structural
Adjustment Program (11TSAP). '

The MTSAP calls for reducing the external imbalance through
tight demand management as an interim measure, improving the
external competitiveness of the economy through depreciation of
the effective exchange rate, and undertaking substantial steps
toward an eventual across-the-board liberalization of the
economy, especially witn regard to domestic prices, investment,
and imports. The policy measures agreed to under the adjustment
program ancd the compliance with these measures are descriped in
Table 2 (references are to Annex C).

B. Current status Report

The progress of the MTSAP must be judged botn by its
contribution to stabilization, including the short-term proolem
of foreign exchange, and to its contribution to structural
adjustment.

1. Stabilization

The MTSAP exceeded most of its stabilization goals in 1986 and
is likely to do so in 1987. These goals and the outturns are as
follows (failure to meet a particular target is marked with an
*):

1986 1987
Prog Actual Prog Revised

Growth real GDP (%) 0.7 -1.0 3.5 5.5
current Acct cerficit

(¥ of GDP) 9.0 7.9 7.4 2.0
Budget ceficit

(¥ of GDP) 6.0 5.3 3.9 4.1 *
Gross official reserves

(Mo. of imports) 0.8 1.3 1.5 1.8
External cept (incl IMF)

(3 of GDP) 55.2 55.5 * ©£3.4 63.4
External c¢ebt service

(3 current receipts) 25.3 26,7 * 27.2 29,46 *

Real investment declined for the seconc¢ year in 1987, by 10.4
percent, while consumpticn was flat, growing 1.1 percent. 2As a
result, the significant 5.5 percent real GDP growth translates
into an increase in the savings rate, which reduced greatly the
external resource imbalance as the stapbiiilzation etfort intended.

Employment was slower to respond, nowever., Tne saftety net
progran, whicn the IMF and IBRD have lefr to the U.S. in toelr



calculations concerning donor assistance to transformation,
proviced 2 million person-days of labor, wnile the good
agricultural season provided temporary employment. Otherwise,
thne lack of growth of tne economy nas led to an increase in
unemployment under stabilization which the structural adjustment
has yet to affect.

2. Transformation

Qutput responded immediately to the devaluation and MTSAP.
Production for domestic markets, much of it heavily protected in
the past, was flat or aecreased 1n 1986-87, while export markets
showed strong growtn (Tanle 5). It 1s too soon to owvserve any
shift in resource utilizaction to sectors in wnicn Tunisia nas a
comparative advantage. This is likely to be a slow process,
mace slower still by the GOT political need to soften the blow
to domestic industries.,

The lack of investment in export industries nas ceen ascrioved by
obServers as due to uncertainty regardlng thne aoiiity of the
previous government to survive and 1ts vlll neness to stay tn2
course of the MNISAP. These doubts have bean larcely lald to
rest py the actions of the new government. There 1s sviaencs
that private investment, wihlch is intencded to responc Lo the
investment incen:tives and liveralization measures descrined
later, is still constrained by the time anc effort required to
satisfy cocumentary raguirements, There 12 nct yet any evicence
of lavor flows out of tne safety net programn into growing
sectors, except for the exceptional agricultural season ana the
employment it offered. As the Safety liet starte ¢ 1n Octooer
1987, it 1s too soon to observe such flows,

The GOT is attempting to help restructure the no-longer-
competitive 1mport supstitution industries, but (probaoly for
political reasons) tnere 1s no mention in the 1983 econcmic
buaget of liguidation in orcer to free misutilized resources,
wnereas tne galns te be acnlevec under restructuring of tnese
enterprices are limitea. In conclucion, aitiough output 13
responuing anc despite incentives veing ottered Yy the GOT,
transformation of tne procuctive econoinlc gtructure nzs not yet
egun.

3. Liveralizatioun

In January 1987 virtually all import restrictions on raw
materials ana spare carts were renmoved, Imperts of semifinished

goous were openca up for gualifying enterprises exporting it
least 15 percent of tnelr turnover. In Octooer, thilsg was
extenced to permit almost complete [ree pmportation and holding

0t assoclatea forelgn currency ueposits b/ exporting Lirms,
Foreign currency Dahg accounts were permittec for individuals
and firms witn such sources of income, ana repatriation of
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formerly "illegal" offshore accounts was encouraged tnrougn an
amnesty program. This servecd to acknowledge that such accounts
were being held oftshore. Tariff reform began in January (see
section 3(c) welow), with a 1991 goal of a uniform eltective
protection rate of 25 percent. Internally, price liberalization
for manufactured procucts expanded to cover 45 percent cf zll
manufactures (Table 3). Ceilings on bank discretion for loan
approvals were raised and then abolished for 1988, while many
interest rates were freed completely (Table 8). Active emphasis
has been given to privatization, liquidation or rationalization
of public enterprises.

Low investor response, however, suggests that the prediction of
investor caution in the 1987 PAAD was correct. The mechanism
for administrative approval of investment, although automatic in
theory, continues in practice to impose a burden on investment
and production choice. The consumption taxes whicn were
introducec in order to replace the revenues lost to tariff
requction shoulc not differentiate petween i1mports anc local
procucts. In fact, tne tax base 15 narrowly definec 1n 4
specific list of imported close substitutes for local procducts,
maintaining a nigh degree of protection but creating strong
Gisir.centives for local firms to civersify into sucn related
products. For 1988 the highest tariffs have been lowersd, but
the lowest have not yet pbeen raisec. Thils contlinues to enhance
the effective rate of prctection of domestic precazuction,

LLending 1nterest rcetes remain capped, and are linked to an
acministered, rather than market determined, "money marxet”
interest rate (at wnich banks can, in fact, ce&l only witn tne
Central Banx). This money market rate will be freed at thne
start of 198&., Strict ratiocs which force pank lending to the
government are no longer vinding, relzaseu after COT's agreement
with tne IMF limiting its domestlic vorrowing. A tension vetween
market liperalization (so tnat investors can determine the o3t
profitable sector) and market guidance providing artificial
incentives to porrow, invest anc export, continues to pe evicent
within the GOT, and will be resolving itself only as experience
is acquirec¢ with these liberalization steps and accitional ones
proposed, basec on local experience.

a. Subsiales

The GOT has announced a general decrease 1n subsidies botn per
unit of good subsicized and as a percentage of totul cost of
sucn goods (Table 11o). It has met tineg goals s2t by tne I3RD,
tne I}F, and AID (Taple Zz). Animzl fecd suuvsidies, the subj=ct
of policy negotiations undsr tne 1987 CIP, and which vensfit
fOStly the upper lncone aroups, decreased vy Ydé percent trom
lys6 to 1967, consisting of @ Y2 percent ca2crease 1n tne ovarley
supbsidy and complete removal of subslcles on corn and soybean
meal (laole 11a). Direct food supsidies, wnich tenefit tna
lower income droups disproportionately, were trozen out not
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reduced as scheduled, due to the evident political costs of such
a reauction. Together, these measures reduce subsidies for
higher income groups much more than for lower income groups (se=
pelow), improving crudely the targetting of ths subsidy regime,
The fertilizer subsicdy was reduceud both on a per unit anua a per
share of value pbasis, but the saving to tnz government budget
was more than offset by an increase 1in quantity of fertilizer
purchased in response to good agricultural conditions in the
1986-87 seasons.

The effect of the subsidy regime on the government budget was
discussed In Section IV.B. Consumer subsidies (ce¢reals) now
represent a larger snare of this total, though some (pasta
processing) nave been eliminated (Table 1lla).

Opposing liveralization, sugar supsidies were increased py 39
percent per unit in 1987. Even wnhere rates of subsidy are now
nil, the GOT has postponea dismantling the subsidy apparatus,
The tension between the competing strategies of administratively
establishing price incentives, and liberalizing prices, 1is
inevitaple.

Beginning 1n 1987 the GOT eliminatecd the self-firnancing of the
subsidy epparatus by terminating the special tax ana tariff
earmarks whicn have served to conceal the full =2conomic cost of
suosidies from both policy-makers ana the puolic. The tull
Subsidies now appear in tie pudget (see Table 1la) and can be
analyzed for their contribution to socio-economic anc political
goals in comparison to alternative lnterventions or uses of
genecral revenues. There is some evidence that tne subsicy
already receives mere political scrutiny as a result., The GOT
has acvancec tne MTSAP timetable tor elliminatlng regressive
subsidles (those favorina the rich relatively more tnan tne
poor ), while postponing the elimination of progressive ones,

0. Interest rates

Under tne [FTSAP, the Central Bank is shifting from guantitative
control over monetary and crecit policy toward & market-based .
mecnanism. Sucn a shift takes time, not only to win consensus
within the government, but to cesign ana implement the mecaanisn
for monetary control. Betfore reform, tne Central #2ank set
limits by pvank, and interpank vorrowing was proniditec, Tne
"money market" was not an 1nteronank market, out rather a winaow
at wnich tne Central Bank would buy and sell tne excess reserves
of individual panks. The "money market lnterest rate" was not a
market-determined rate, but the 1ntervention price of tne
Central Bank.

In 1987, under tne "TSAP, deposit lnterest rates were
liveralizea, as were most lending rates witn the lmportant
proviso that tihey could not exceed the "money prarket" rate by
more than three percentage points., This rate remainsd higaly
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managec in 1987, with the daily maximum ana minimum octn 10.0
percent througn Septemoer; for each of Octover and \OJ mber tne
rate was dgecreased by 1/8 point in response to lower intlation,
to 9.75 percent. Three sectors--agriculture, exports, ance small
scale enterprises--remain "priority" sectors witn saizglrualzed
interest rates anc a rediscount tacility; tra' interest rates
have been raised out are still below market rates, Largaly cue
to tne rapid expansion of export financing 1n 1987 uncer HTSAP,
these represent approximately 30-35 percent of credit; tne
palance nhas peen liveralized. The range of lending rates
remains compressed and distorted by priority rates, particularly
to small enterprises winlcn would pe expectea to pay a premium on
commercial rates to cover intermeaglatlon coOsts.

The 1988 economic pudget proposes several significant
improvements. As of December 1987 the lending ceiling avove
whicn Central Bank authorization had to be received, wnicn nad
just been raised trom TD 1l million to TD 5 million uncer ti
Stancby, was abolished py the GOT. Banks can now cetermin2
sectors anc amounts themselves, subject only to financial
prudence, Second, tihe "flctional" money market wWwill pecome real
in January 1968, with the Central Bank ro londer 30le agent
allowec to deal witn each banx, but ratnsr an =qual marcet
memper in transactions anong panks, lmpl2menting monetary policy
tarougn the market mechanism, Third, tns Central fank Wwillil no
loncer supervise tne balance sheet of eacn Danx 1ndividuzally iIn
setting reserve ratios and lending limits, vut wiil onliy
supervise ths glopal banking system. The r=2quirec

organizational changes will prowvably aslay 1mplementation
sligntly.

The system of ratl1os and priority sectors will continu=
nowever . (Glven tne current econonic acwnturn, tac gloval credit
celling ayreec witn tihe IMF under tng Standoy 1< noc operative,
yet even tnis 1s less than thet liplied py tihe Ce=ntral Banx
rati1o for government lending., Litn tae constaints slack, de
facto liowralization of the vanking system will occur 1n 1969,
Wltn tne exceptlion of tne Cctooer 1987 poin: cecrease,
attempts by speclal constituenciles within tng2 GCT o loser
interest rates in splte of tne market nave vizen successfully
resistea by the nmonetary authorities. The reduction is larcgesly
tne fiscal cecrease in tne tax on loan interest which reduces
the spread petwean lencing rates and cost of funds (Section
IvV.B).

3%

r‘J rr U.
(3

cC. Tari1fts

fariff retorn began 1n Jandary 1987 with tne ninlmnumn tariff on
imports veing ralsed to 1b percent, tnpe maxlnum lowered to 50
percent, and lnterneclate rates redulsa by O percoant, In 1988
tar1ffs acove 25 percent will oe reduced o Daxliurn cf 4 polnts
Lo auproacn or reacn 25 psreent woile lower tarifrs will oe
unciianged; the goal 15 eventdal Compression ot efli<ctive
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protection toward a uniform rate of 25 percent. To replace tac
revenue tney genarateo and to tax luxuries, consumption taxes
were introduced or raised on some items in 1987, ana will oe
raised in 1988 to one of two rates, 20 percent or 25 percent.
As designed (see section V.B.,3) these still serve to protect
local production and discourage diversification. Aside from
this, compliance with the MTSAP terms is complete,

Quantitative controls on intermediate goods still exist,
however, with 24 percent of such goods freed from coverage Dy
the Temporary Import Certificate. The liberalization is to be
extended to 47 percent of intermediate goods in 1988, with the
important exception of an exclusion list of products procduced
locally, i.e. import substitutes. The GOT is considering
accelerating tnis liberalization to 67 percent, since 1t
contributes to growtn and costs little in terms of balance of
payments.,

c. Price system

For lipberalization to succeed, the price system must be capable
of guiding individual initiative into profitavle niches which
use resources efficiently, not into exports per se.

Regulations, price controls and supbsidies wnlc aistort tnis
cnoice are peing recduced, but otten are not eliminated, and
conceal the relation between supply and demand 1n some nmarkets,
Tnis led to ricicities in ths past, which are slowly but not
completely belng recuced.

AS a result of tne devaluation in 1986, immediate gains have
occured in the price-sensitive export sectors of tourisn,
textiles, chemicals, fertilizers, and citrus, aidec oy the
abolition of import restrictions which limit exporters' ability
to 1ncrease procuction.

As describec earlier, tie COT ras ueen active 1n removing taxes
wnich distort the price system, such as that on loan interest
whici increases the spreac petween banks' cost of funds ana
tneir lenulng rate, The subsidy regime nés bewen reguced and
petter targetted, witin futner planned rewuctions suspendec. The
program of liberalization of tne prices of randtactudredc §ooas 15
proceecing on or aheac of scnedule, witoout cadsing undue
inflationary pressures. At the same time, tiie GOT has activaly
distortead tne price system to create investnont and 2x¥port
incentives, tnrough tne maintenance oL subslclied priority
credits (inclucing for export), through the cesign of a tav vase
for the consumption tax wWhicn treats close suostiltutes very
differently, anc throudgn tiz awarclng of subsldres to investment
in favorea sectors.

The GOT 1s committec to divestiture (where comestlc or
international competition exists) and rationalization or
restructuring (tfor roncpolies) of 100 state-own=c enterprises,
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30 of which are scheduled for 1988, Various modalities such as
employee participation, share sale of export industries to
non-residents, and estaplishment of tax advantages wnich
encourage popular share ownership, were legislatively introcduced
in August 1987. USAID support to tne cgivestiture efforts,
targetted at pbotn policy ana implementation, will commence 1in
early 1988, It will focus on divestiture plans and financial
market development.

C. Projections and Prognosis

A structural acijustment process is a long one, with rational
political opposition to be expected at most steps. Basically
the Tunisian program is on track or ahead of schedule, cue to a
commitment from the key lMinisters concerned with the ecoaomy,
and to a change in government which will inspire confidence and
turther encourage reform. Major components are cgiven here.

1. Investment

The lack of response in 1nvestment has probanly been cue to
uncertainty which attended the previous government and to a
lesser extent, to tne obstacles createcd for indivicual
initiative. The political uncertainty nas nossibly oeen
resolvec. Low comestic aemand continues to discourage
investment in production for local markets. Despite the efforts
taken by tne GOT to liveralize investment Ly rEMOVING the neec
for many government authorizations, incentives are still created
artificirally for investors to go through the vettling process to
get thelr investments to gualify as "priority" ones, Wil le tne
auministrative procedure nas peen automatec but not eliminated
for potential 1investors 1in non-priority areas. A5 analyzed in
the followinc section, it 1s unlikely tnat private investor
demanc will ope restorec during 1988, after its 10 percent real
aeciine 1n 1987, i1n a measuravle monetary sense., Sucn 4
response, 1f 1t 1s to come, Wwill become visiple only late 1n the
year as decisions pelng mace NOW are implementec, ana Will
continue into 1989, The qovernment continues to snov apparent
comnitment over tha longer term to the prec2ss.

2. Balance ot Payments

The GOT prdojections for the balance of payments in 1988 1s aiven
in Taple la, with Mlssion estlmates in Taple 1o andé collar
equivalents 1n Taole lc. The COT's rationale for its projection
is gliven 1n thne Buacaet Fconomigque., While tae assumptions are
reasonavble, tney are conservative (asg evidencea by tae 1987
pucget outturn). the Mis310n cOUdLLS several of taergse
assumptions, noreover, The motivation ftor woat admir-tedly are
rougn ravisiong 13 glven nere.

Concerning exporets, tne GO projects 15 pereent noninal arowth
in agricultural exports on top of the 24 oercoant 1du7 growta,
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Given the poorer expected harvest, particularly of olives, tnis
i$ too optimistic, so 12 percent is used in analysis. On the
other hand, the 16 percent predicted nominal growtnh 1in textile
exports, and 13 percent in leatner goocs, is conservative given
the expansion in the previous two years and no immeciate quotda
constraints, so tnis is revised to 25 percent (5 points below
the 1987 rate) and 17 percent (equal to 1987), respectivelyv.
The Mission has misgivings concerning the sustainability of
electrical and mechanical appliance expocrts, but also on the
pessimism of tne GOT projection given, so accepts the GOT filuure
reluctantly. For tourism the GOT figure, which 1is highly
uncertain and sensitive to external chocks, 1s accepted only on
the nigher 1987 pase of TD 560 million now predicted pased on a
good off-season fourth quarter. As a result, nominal exports
are precictea to increase by 13 percent in 1988, to TD 3155
million, or $3994 million.

A similar acjustment to the assumptions is necessary for
imports. Given remaining barriers to investment, the 13 percent
cecline 1n equipment imports in 1987, and tne 1nevitable
slowness of investors translating conficence into investment,
the GOT eguipment projecciun of 14 percent growtn 1s reduced to
10 percent. Primary and secondary 3Joods, however, 3hou'd grow
at close to the rate of growth of non-energy gooas exports, that
is, 18 percent instead of 14 percent. Tne lJ percent expected
increase in foodstuffs imports is propably low, given nharvest
projections, out is accepted reluctantly. Tne filgure for
consumer goods is surely low, given lioeralization and 22
peccent growtn in this category 1in 1987, so tne 10 percent
figure is replaced with 20 percent. Finally, likeralization and

structural acjustment are incompatible with tne growth rates
given for travel and government expenss, for eacn of wnica 15
percent would be a vetter approximation -- the category 15 a

minor one at any rate. Overall, 1mports are expected tco
increase faster tnan exports, at 15 percent in current prices.,

Following liperalization in nolding of forelcn currency tanck
accounts, the worker transter estimate appears low, ancd the 12
percent of 1987 sustainavble. It 15 anlikely that tnis
represents one-time repatriation of savings following
lioerallzation, Since a ulaner growth rate was owss=rved 1n
1986, The remaining transfer cacecorles appear Correct, glven
the MISAP. The result 1s an estimatec current account ceficit
of TD 334 million ($423 million), 39 percent worge tnan tne low
ore of 19u7.

Finally, tne figure on expectec unreguitec transters, 1D 30
million, is too high given lower U.S. alc levels and anticlipated
conor tatique elsewhere. It 135 aroitrarily recacea to TD 25
million. The projected 1Y percent 1ncrease In airect
investment, wnlle 1t appears ulan rerztive to rlat 1985 and
olunging 1986 levels, yielus a blow of TP 95 millicn wnicn 1S
well pbelow 1985 levels and appears realistic.,  Improvec
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investment i1inflows arising from improved contfidence should be
notacle beginning only in 1989.

Tunisia's valance of payments projections show a positive
outcome (7D 156 million, or $197 million) in 1Y988. Aided by
further drawcown of tne IMF Standby, gross reserves will
increase to 1.9 montns of imports in 1987 anc 2.3 montks 1in
1986. This appears in line witn the MTSAP's goal of attalning
normal external accounts by 1991: the tarcgets for the two years
under tne Stanhapy were 1.5 and 2.0 montns, respectively. By the
end of 19688, tne current account deficit should decline to 3.9
percent of GDP, an 1mprovement on tnhne 5.0 percent target,
However, due to tne DOorrowing necessary to achlieve thbis,
accoruing to GOT dept service estimates the cept service ratio
will only decline to 29 percent of exports, against 26.5 percent
projectec, whicn is also still high compared to historical
values,

3. Government budget

The Budget predicts the consolicated government budget deficit
to cecline from 5.6 percent of GDP in 1986 to 4,2 percent of GDP
in 1987 (slightly creater than the 4.1 percent agreed in tne
Standby); the 1988 Budget is not yet approved oy the llational
Assembly at the time of preparation of th2 PAAD. In 1987,
revenues anc grants grew 4.9 percent, l2ss tnan the 5.9 percent
targettec uncer the MTSAP, with the deticlt ilmprovement arjising
from expencitures veing held to 2.6 percent growtn (oetter than
the 3.3 percent target).

For 1988, tnhe income tax amnesty (wWwitn 50 percent of tax arrears
forgiven 1f airected to approved investments) 1s unlixaly to
cause a one-tlme revenue gain, since those wWno pala some taxes
are exemptea from audit during tne pericd, While those w~ho
tormerly paid none may prefer to stay off the tax lists. Thne
various tayx reforms aiscussed apove--reducticn of 1nterest tax,
VAT, ana 1ncome tax reform--are carefully analyzec for theilr
revenue impact in the economlc buacet, with alternative 1ncome
sources ldentitiece. It woula pe wirfficult to 1iwprove on the
GOI's estimating process here, and thus on itg projection of a
6.2 percent .ncrease in revenue in 1938,

On the <xpenuiture side oOf the bucget, the larcest item will be
the 5 percent real i1ncrease 1n civil service saleries, cone tor
political reasons anc to forestall discontent after a two-year
Wwage ftrecze., Interest eXpenses Cn government cent are projectec
to increase U percent.,  Ihilis will contrioute to oan o oeccent
TL3M 1N tne Government's Current expenses, Withan dialcn tae
Stavilizarvion Funu osuctet nasc veen rrozen at Th leo willion, oc.
w1ll decline 1n real teros. CGovernient investment 1s expected
CO LNCrease 4.2 percent, of wWipicn alrect productive 1nvestient
4111 cecline 3.1 percent, an line «ita privatization and
disencagement of tne Government Lrom tne productlive ecoavny
Lncer toe Plan,  Otner expenses are stralant-lined tor 1%e8,
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AS a non-budgetary item, the social security func will make
loans avalilavle against policies for mortgages and car
purchases, in order to encourage spencing in these slack
sectors. This will serve to increase the ceficit on the GOT's
consolicated cash pucget and so will Increase net bcrrowing
neecs, to the extent it is successful. This will be a ninor
iten.

4. Donor leverage

ot mucn neec or possivbility for exerting adcitional leverage
appears to exist. The GOT is performing as well as, and better
than, the IMF/IBRD/AID perfcrmance criteriza, except for some
targets missed concerning the oudget deficlt. At the same time,
it still nas some distance to go in generating the exports whicn
will cover 1ts cebt payments and possibly recuce that dect. The
current cifferences between planners and liberalizers 1s on2 of
pasic philosophy, out this alfference Is not an lmpeaclient o
tne current status of structural transformation, given
constralnts on the puuolic 1nvestment 1mpesed oy tne HNISAP anc
tne gnared cesire to lncrease private lnvestiment and exnort.

Policy «¢izlogue possioilities 1nclude privatization, ¢lven tne
GOT's evicent interest In thls, and otner asgects 0f recucing
overtignt control on the private sector. The slow movement
towarc alsassemdling tne adminlstrative and reqdulatory apparatus
wnich 1mpedes tne disseminatlon of mariet signals as i1ncentives
will recuire smell steps, with tne COT anu 1ts various factions
becoming ccmfortavle with tne results of <¢acn change, rather
tnan a single glant step whici may De lmpogsible to obtaln
througn leverage at auy cate,

DONOr resources are lmportant in a macroeconoylc sonse,
provicing the foreign exchange "bridging" recerves curing
stapllization ana structural acjustment., In a budaet sense, the
flows provide relatively large levels of recources at tne
ministerial or suu-ministerial level wnich provice tns resources
necessary for nwota the GOT and the donor comnunlty to make
intorrec policy cecision, to asip implement policies, and 3s a
result, to 2ngonder constructive policy dialogue.

VI. PROPOSED U.S. ASSISTALCE

AL Provlen Iaentificaetion

Tunlsian trade walances nave lmproved over tne last year,
althougn ta- natlon still taces consideravle eeonomic
Glfficulties, as statec 1n tae previous sections. The positive
effects of the Structural Acjustiment Program are clearly
leentitlaovle, &3 recuced government sgencing, recucec subsidies,
ANG INCradasec =Xport revenues have contrioutea te an improved
economic pertormance over tn= last year, Improvements in



tourist trade and a moderately successful harvest have also
contributed to the reduction 1n tne trade deficit. Despite
improvements, the Government must still borrow to obtain foreian
to me=t its balance of payments deficit,

The palance of payments is expectec to achieve an overall
surplus of 7D 180 imillion for CY 1987, working towarcus tne goal
of a three month foreign exchange reserve Dby the enc of CY
1991. This 1is largely due to foreign assistance totaling an
estimated TD 570 million (financed by a variety of instruments,
see Annex C, Table 12)., Certainly, tne balance of payments
position has ilmproved over previous years, as the current
account was a negative TD 560 million 1n 1986 and 1s now
estimated at a negative TD 240 million for 19Y87. Yet 1t remains
a critical proolem for tne nation and a weakness of the
Structural Acjustment Progranm,

The GOT has also had considerable ditfficulty financing
Gevelopment activities beyond any already budgeted. 2ucgetary
strictures nave recuced GOT pudget recelpts and cutlays. ©Dinar
avaiiavility througn commercial channels to support private
sector development nas been limlted and any new efforts are
severely constralned.

B, Program Assistance Description

Through a commodity import program, the U.S.A. can provide
palance of payments support for goods needecd and essential to
Tunisia. The kinds of commodities avallable ftrom the U.S. are
myriad, as listea 1n Regulation 1 (Handbook 15, Appendix C).
For the Tunisla Program, certain criteria were used in selecting
tne comnodlty types most appreprlate 1n the currenc
envirzronment. The criteria incluce the following: U.S.
commocity competitiveness, possible expansion oif U.S.
markets/exports, relative ease of transaction, no conflict with
U.S. Usual Marketing Requirements (UMR), availability from tne
U.S., productive nature of the commodity, anc the level of need
in Tunisia.

C.S. commodity competitiveness as compatea to the competlitivensss
of similar products from otner countrieg 1s an 1mportant
cunsideration., Funds suould ne useag to procure tih2 greatest
amount of goocus possivle of an acceptawle guality. Also ta=
attractiveness of the commnodity to tne uzer/consumer 1s directly
relatec to price and guality., Therefore, these factors were
lincorporated into the selection process. The 2xpansion oI worla
markets for U.S. products 1S also a consideration, as i1ncreased
trace anc access to markets are essentlal for a streona, tlexiovle
world econcmy. 7The coods toooe incluced 1a the JIP snoula be
relatively easy to ontaln trom U.S. markets in suitaole quantities
for tne Tunisian market. Botl Tunislan i1mpor:ers anc U.S.
exporters should clearly ungerstand tie standarcs and
specifications tor the commocltles, wher2 all partles are fully

PN S
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cognizant of the type and grade of goods to be suppliea. This 1is
especlally important wnen attempting to estaolish new markets,
where language and specification diftferences may lead to
misunderstancings and problems. Under the U.S. Usual Marketing
Requirements, the commodity should not 1nfringe on normal
U.S.-Tunisian commercial transactions. Although tnlis 1S not a
necessary consideration under the CIP, UMR conflicts snoulc bde
avoidea when market expansion is an objective. The commodities,
from the USAID programmatic perspective, should be of a productive
nature and usecd 1n a manufacturing, processing, or other
productive mode. The alternatives (fully processed goods, cirect
consumables, luxury items, etc.) are mucin less useful to the
Tunisian economy. The level of need in Tunisia should be equal to
or greater than tne amount of commodities suppliled througn the
CIP, so tnat the availaple foreign exchange and goods purchased
are fully utilized in a timely, quick-disbursing fasnion.

Combining these criteria witnh the available information on
commocity import neecds of Tunisia, a number of potential
commodities were identified. These 1ncluded telecomnunications
equipment, aircraft, wheat, soya bean oil, computers, corn,
lumber, anc soya meal pellets., Tney were ldentified throuch
contacts ana discussions witn various entities wiltihiin the private
sector, the GOT, and the U.S. Embassy (other potential commodity
procurenents were considered, but were rejected for a variety of
reasons). Following are orief descriptions of possiole i1mports
uncer tne CIP, whlca were rejectea as lnappropriate tnis year, out
wortny of consideration 1in the future,

Tunisia 1s 1n the process of evaluating proposals for the
renovation/upgrading of certain portions of the national
telecommunications system. These proposals are veing made by a
numper of firms, including cnes from the U.S., but actual
selection, awara, purchase and installation will propbably not oe
initiatec until late in 1988. Therefore, assistance tnrouch tne
CIP, when tan2 timing and source of equipment are not known, is not
appropriate for tais fiscal year,

Tunils Air, the national aicline, is in the process of determining
whether to purchase Boeing 737's or Alvrpus A 320's. The actual
purcnase, for tnree aircraft estimated at $100 million, will
probably not take place until 1989-1990, althouch acvance deposits
#ill ve made. Because of the uncertainty of the award and the
timing, the CIP is judged to be an inappropriate vehicle for
partial cown-payment at thls time.

Computers were considerca as another potential commodity.
However, virtually all mar<eting anc procurement 1n ‘lunisla are
done carougya European suwsiciaries zna provlems of languaae,
source, &n4g malntenance exist for any U.S.-bullt conputer., Also,
computer firms offer very attractive credit terms, delaying the
foreliaqn excnange use and 30 diminisning tnez relative value of CIP
financing,
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Soya bean oil is imported in quantities of rougnly 100,000 netric
tons per year. The traaitional source has been Europe. Strong
consiaeration was given for U.S. export tnrougn tne CIP, out
ultimately it was decided that the resources would be more
effectively usec for other commodities. The major tactor 1s tae
price differential vetween (.S. and European soya oil. The
European price 1is currently $280 per metric ton delivered, whersas
the U.S. 1s $386 plus shippling (estimated at $50 per ton). Cther
commodities have been identified which permit a more effective use
of scarce foreign exchange resources. Also, U.S. soya bean oil is
being sold commercially tunrough the USDA, using tne Export
Enhancement Programn, Approximately 00,000 tons are to oe
purchased early in CY 19838.

In airect response to tne GOT request, soft (breaa) wneat wWas
considerea as another possinle commocity. Soft wheat is usea for
blending 1n flour used for baking pread. Total annual projections
of Tunisian requirements for soft wheat are about 850,000 metric
tons per annum (see Annex B.3.). Procuction 1n the 1957 harvest
was apout 295,000 tons, leaving an import requirement of aoocut
560,000 tons (slignt increase in reserves included). Cver tae
last decade U.S. soft wheat has been exported to Tunisia,
supplying a major portion of tne nation's requlirements, U.S,
quality, price, ease of transactions, anu availaoplility rrom tne
U.S. have all been positive factors in tae c¢eclsions to 1lmport
U.S. soft wneat. The U.S. scft wheat has been procurrec
commercially and througn PL 480 procrams.

The quantity nistorically imported per year (using a three year
average) was 420,000 MT from commerclal purcnases, 48,000 MT 1In
counter-trade, 73,000 MT ftrom PL 480 and 79,000 BT from WFP for an
sverage total of 620,000 tons per annum. current imports for the
period¢ 7/87-6/86 have totalec 475,000 tons (400,000 MT commerclal
and 75,000 4T from PL 480). The estimated import regquiremrent (see
Annex B.3.) is for a total of 556,000 M7 or an adciticnal 81,000
MT in FY 1Y&&. Because of USDA calculations on UMR res-rictions,
whicn do not differentiate between so0ft and hard wpheat, so0ft wheat
is not consicered thils year. The CMR for all wneat (commercial
purcnase level) nhas peen set by USDA at €£50,000 MNT per annum and
totael import requirements, until July 1, 1988, are estimatec at
about £50,000 7.

Lumper imports are usea for everything from constructicn and
scaffoluing to furniture manufacture anc nandicrarts. The average
annual growtn rate, in real tecms, has ove2n over 3 percent tarough
tne last flve years fOr the WOOGWOrK1NnaG sud-sector. Levels of
imports nave ranged trom 1D 40 rillion to TD 5 million (USS S0
million to $66 million) per annum over the last rive years.
Principal sources nave oveen tne USSR and Eastern burope, Witn
smaller amounts from lortnern kBurope and ALrlcu. Pre Jooes. 1138
not supwplied lumpber in the past, as tnhe specifications tor lunber
size, type anc guality do not contorm to tnose dncerstouc vy
potential U.8. supplisrs. fThrouga tihe AID/W Commoditlies Otffice
ang U.S. Lepartment of Agriculture, specliications meanincrul to



U.S enterprises have been proviced for the purpose of estimating
avalilabllity and price. Lumber is procurread on a competitive
pasis oy private Tunisians tirms, tnrough international, ogen
bldcing procedures coorcinated oy the Groupement du Bols et
Dérivés (Lumber Consortium). Payment for lumoer 13 made oy
inaividual buyers wno are members of tne Groupement du Bols and
guaranteed by the Groupement.

Use of the CIP for procurement of lumber could be attractive for
several reasons:

It would open a new market for U.S. procducts.
Lumber is used for productive purposes beyond lmmediate
consumption, as 1t 1s usea in tne constructlon industry anc
in furniture manufacturing,

(3) Goods manufactured from wcod are also exportec and earn
scarce foreign exchange.

(4) Lumber would be supplied directly to the private sector
throuch existing channels.

There are certain crawovacks, however, 1n usinc the CIP for lumber
procurement. U.S. sellers have very licttle experi=rce with tne
near-east market and ncne witn Tunisia. Misunderstandlings anc

t
complications concerning speciflcatlons and transactiong ovetween
U.S. suppliers and Tunislan ouyers nay arise., fThere are
indications that tne USSR and Eastern Europe may use lumper as a
cuounter-trace item witn Tunisia. tlumerous Tunlsian suyers would
be making incividual payments, oroad=ning the possivility of
cefault or non-payment tc the special accouat. There would be no
GOT assurance or guarantee of transactions (only tnat of tne
Lumver Consortium). Presently, furtner cetalls on Tunisian n2eds
witn U.S.-type pro-forma invoices are regulrec. U.S. flras
contacteu snoweo little interest and nave been unresponsive,
indicating tnat direct contact with Tunisian ouyers 13 essential
and tnat consiceranle person-to-person negotiations woulc e
needec¢. This may be possiole over the next year and the Mission
wiil continue to assist witn communications between U.S. suppliers
and the Lumper cConsortiuli.

V2

1. Commoditie:

U

TWwo commoclties nave veen identified whnicih fit witnin the criteria
laig out in the grevious sub-section. These &re corn (maize) and
pelletized sova meal. Both can be consicered appropriate for
importation under the CIP, having varying strengths anc weaxnesses
assocliatad witn them. ODepending on the particular circumstances
that may prevail at the time of procurement, the final decision on
selection snould pe deterred until that time. nt this polint,
pecause of GOT preference, corn is shown as the commodlty selected
(see Annex A, tas GOT Letver of Reguest),

corn 1s consicered an appropriate commodity for tne CIP, Corn ig
used as a component 1n tin- animal feed for the aairy and poultry






2. Uses of Local Currency Generations

Througn the CIP, Tunisian dinars valued at $ 8 million will be
generated anc deposited in a new special account at the Central
Ppank of Tunisia. Such ceposits are non-interest vbearing accounts,
as is normal Tunisian practice for official CO! accounts. he
amount to be cepousitec will egual tne collar value proviced
through tne CIP grant, used to pucrchase tne corn and finance
snipping, on U.S. flag vessels for one-half of the commodity. At
a rate of TD 0.5 per U.S. $1, an estimated TDG,400,000 Wwill be
generated.

The Tunisian dinars depositecd in the special account will be
iisbursed according to the proposals made by the CIP Disbursement
Cooruinating Committee ana concurred to Dy USAID {descrined 1in
Section VII. E). Local currency uses will pe supportive of tie
reform 2frorts of tne Structural Adjustment Program and the joint
AID-GOI aevelopment activities., Activities will oe those which
contrisute to a growtn 1n employment, domestic production Jitniln
the naticn, and tihe Gross Domestlc Product. These contrioutiong
will pe linkec to cevelopment efforts within ana in support of
Tunisia's agriculture and privats sectors.

A5 provicec as an illustrative list of propciel uses In tne FY
1487 CIP PAAD (pp 44-4%), the following list ageln points out
activities wnlen coula oe supportea tinroujn lecal currency
operations. These were approved Ly tine GUL and AID/W anc retlect
the accepted strategy of tae USAID progran 1in Tunisia. In summary
form, they are listec as fotlows,

1. Finzncial support for tae transfer of responsibilities anc
assets for production, lmportation, storace, and ¢istrioution of
agricultural i1nputs from tne COT ang parastatal enterprises to

private SelbLor «nterlpllses,

2. Funcinc for pilot tests of new lrrigation tecanologles
usec in lowering costs of 1rrigation water anc 1Rprove Wat-=r
managenment.

3. Meeting certain =xpenses of pilot irrigation assoclacions
which increase tne role of tne private sector in water management,
IMput ¢lstilodtlon water pricing, group mar<etina, and land
ownership.

4. vprovisiocn of tunus for credit to llvestocos proaucer
cooperatives for tinancing increased production ol forace and
feews.,

5. Finencial support for tine cevelopient anc Implementation
of so0cial satety-net programs assistine valneranle, lovwi-incone
grodps.,

6. Funulng to nelp cevelop anc iastall an aqriculture price
anc markets information service,
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generations, CIP funds will support icentified activities of
these projects, incluaing: increazed efficiency CSf resource
allocation, free market pricing adjustments, lncreasec
privatization in the agricultural sector, anc a reintorced
capacity to analyze and implement structural adjustment policy
reform measures. PL 480 Title I resoucrces also complement these
activities througnh support of an innovative safety-net program
created to assist those people most severely affected by the
Structural Adjustment Program. The us» of proceeds 1S congruent
with those anticipated in the Mission Local Currency Plan,

C. Analysis of Proaram Effectiven=23s

Through the CIP, funding will be availaole to purcnase
approximately 58,000 metric tons of corn. 1Is is assumed that
one-nalf of tne shipping will be cone on non-U.S. flag vessels,
funageu directly oy the Tunisians, and that tne CIP will fund
one-half of tne shipment (on U.S. flag vessels). The price for
corn is estimated at $100 per metric ton. U.S. flag vessel
snipments are estimated at $75 per metric ton. Witn annual
requirements of 260,000 “T, tne CIP will supply approximately 22
percent of Tunisia's needs. If the alternative of sova p=llets
is procurea tnrougn the CIP, tne 29,000 ¥T will represent 25
peccent of the projectec annual needs.

Because of drougnt, lncreased poultcy farming, and expanded dalry
operations, itunisia's imports of animal feed componsnts have oeen
increasing steacily. This pattern should continus, despite tne
removal of all subsidies on animal feeds. A major constralnt has
been the availavility of foreign excnange., The CIP will, of
course, nelp relieve this constraint.

The impact of tne CIP on tne Tunisian current account ceficit is
not very large, out will make a difference of apout 1.9 percent
and will reduce the trade ceficit to $3106 miilion. The effect of
tne various uses of local currency generations 1s much harder to
measure, since no allocations nave yet veen macde ana tne fundlng
support will oe & partial assistance for =2xisting activities, The
Agriculture Policy Implementation Project acclvitiz2s, Private
Sector Development Project activities, ana tne support for
privatization and lmproved agriculture have the potsntial to
contrioute to the nation's growth ana i1ncome. Analysis ot
clfectiveness shoulu De maage On a case-by-case basls, once
particular activities are selected for local currency support and
guantitative indicators are wevelopea wnlch provide information
for review.

L. Perrormance of Previous CIPS

Two CIPg were grantes to Tunilsia in FYs 66 and 87, for the
followling amnounts:

FY 66 (004-K-v0l) $ 4.774 million
FY 87 (064-K-002) § ».258 million



O
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The FY 86 CIP was used to procure a total of 41,092 metric tons
corn, «=liverec in Tunisia during tihe montns of Septembar anc
August 1986, The corn was distributec oy the Cffice ot Cereinls
(0C) tu feecmills for preparing poultry ana cattle feeds. The
local currency generated from the 3zle or corn to recaml e
(Tunisian Dinars 3.953 million) was depositec 1n & srecial account
at tne Central Bank of Tunisia (as per letter catec 7/17/27 nunoer
502656, see Annex F). USAID nas approvec tne local currency uses
for program activities presented oy GOT. Startinc 1n CY 1987,
local currency proceeds will be used tor tn2 cevelopment of forage
production, estadl.snimwnt of forace and pasture reserves, and
support of sc1l anc water conservaticn works. hese activitles
are in accorcance wilth the terms of the CIP agreei=nt.

mie FY 57 CIP was used to procure a total of 33,879 metric tons of
soya meal pellets, to oe delivered 1n two snipments. Toe first
one arrivec Decemper Y and tne second 1S scneduled for Decemper
17, 1$87. Tne soy meal pellets will oe distrionuted by 0C to
Jarious teec mills tor inclusion in feed mixes for livestock. The
GOT agreec to a plan for elimination of animal fesu suousicles DY
the ena of 1Y8s. All animal feed Suosidies nave already ween
removec, Wlth tne exceptlon of a sliant suusicy on varley (resuucec
oy Y2 percent). ‘lhe local currency taat will ve generateu trom
the sale of soya pellets will ve asposited in a sp=clal account at
tne Central Dank or Tunisia, as per a GOT Orouer datea October 5,
1987 from the Minister of Planning and Finance (see Annex F).

There nave oeen no complications witn eitaer CIP toO date, as
commodities arrived as planned for tne FY 198€ CIP and as tne rY
1937 celiveries are proceedlng well., No problems are eipectec
with deposits or disoursements from tne Special Accounts.

VII. IMPLEMELTATION AND ADMINISTRATION

-

nplementation Plan

r tiie procurement of corn (or soya pellets)
enavles tne ox‘n; o gquickly utillze the foreign <xcnange, tO
nelp witn tn zlance of payments cosition, and to previce cinars
tor various chelopment activities. The following sca=cddle
assumes tnat tae corn or sova pellets will oe purcnased In tae
first guarter of CY 198o anc that local currency cenerations wi.l
pe cepositec in th2 Special Account witnin 3ix montng of COmMMOCity
aalivery.

Use of tne CIP
C

"'I"H
O

[AEES)
it



Activity Implementors Date

Finalization of PAAD UsSaID/Tunis - AID/W 12/87

PAAD Approvail USAID/Tunis - AID/.i 1/88

Dratt/Sigyn ProAg USAID - GOT 2/388

Estaolishment of Special Account COT 2/88

RF¢ for Purcnase and Shipping USAID/Tunis - GOT 3/88
of corn (maize)

Award of Tencer anda Shiprent GOT - Contractor(s) 4,88

Aarrival of Shipment and Commodity GOT ~ feec mills 5/88
Distribution

Fuil Distribution ancd Initial Sales GOT - feed mills 6/38

Deposit of Local Currency 1in GOT 12/88
Special Accouii.

Initial Disbursement of Local GOT- USAID/Tunis 12/88
currency Generations

PACD anu Program Completion Report USAID/Tunis - GOT 6/39

B. Administrative Responsibilities

USAID/Tunisia designated a manager for the CIP in FY 1987. Tnis
individual will continue those managerial responsipbilities for the FY
1988 CIP as well. Some of tne duties include: malntalning recorcs of
all purchases, shipments and cistripution of the corn; monitoring all
novenent of tne corn; maintaining anc¢ monitoring all Special Account
transactions, both deposits and aispursements; ana gerviag as tne
representative of USAID in all meetings anad discussions concerning
dispursements of local currency generatlons,

Tne Ministry of Crop Production's Office aes Céréales (0C) will
provide documentation to USAID/Tunlisia sihowlng purciase, shipment, and
distrioution of tne corn. The Central Bank of Tunisia will provide
quarterly statements on all transactions and valances of the FY 1988
CIP Special Account., Both tne CIP manager ana the USAID controller
will nave the responsibility ot monitoring all transactions, nmaking
sure tnat tne transactions and osalances agree Witn approved
disbursements/uses and deposits. Local currency ceposlts must total
the amounts agreed upon in tne Program Grant Agreement. All recorcs
are to pe maintained and stored oy the USAID controiler.

Disoursements trom tne Special Account must oe 2pproved and autnorized
by the CIP Dispursement Coordinating committee andg oe concurrey upon
by USAID/Tunisia. Decisions on the use of tunas from tae Special
Account are to ve reacned oy the Committee (as under tne FY 1987
CIP). Opecatlons of tne Committee will pe startea tnroudn a Project
Implementation Letter as was cone with tne FY 1987 CIF. itacrawals
from tne Specral Account must be trackecd oy the USAID controller and
CIP manager untlil they nave uveen certified as aeposlt2c 1nto accounts
for activities approvec oy tie Dispursement Coordiniting Committee Or
are paia airectly for agreed-upon purposes., It 1s tne responsivllility
of tne GOT or reciciznt to provide documentation of such transrers or
transactions,



As in the FY 1987 CIP, rformal evaluation of the FY 1988 CIP will not
be stipulated in the Program Grant Agreement. Declsions on whether to
conduct evaluations will be made by the Mission, depending on the
Mission's assessment of the need and benerit ot such evaluations. A
Program acrivity Completion Report should be done by the Mission when
all local currency generations trom the Special Account have bheen
disbursed. This may, 1n ract, occur atter a period of two to three
years beyond the signing ot the Program Grant Agreement.

C. Special Account

The Government of Tunisi. will establish a Special Accounrt for the FY
1988 CIP ar the Treasury of Tunisia in the Central Bank of Tunisia.
This account will be separate and distinct from any other special
account. Local currency generations will be deposited into the
account in an amount agreed upon by USAID/Tunisia and the GOT and
stated in rthe Program Grant Agreement. The amount may be reduced Dy
actual and documented handling/distribution charges incurred by the
Office des Céréales, but these expenses must be concurred with Dy
USAID/Tunisia. [r 15 tne full responsibility or the Government ot
Tunisia, through the OC or other designated bedy, t95 ensure that the
full amount of dinars is deposited in the Special Account within six
months (180 days) of delivery 1n country of the corn (o1 s0ya pellets)

Once funds are deposited in the Special Account, the Central Bank of
Tunisia will be required to provide quarterly statements of the
account, showing balances and all transactions. The statements will
be provided to the GOT and to USAID/Tunisia. The USAID CIP manager
and the controller will be responsible for monitoring the Speciai
Account.

Disbursements from the Special Account will be made only upon the
authorization of GOT Secretary ot State for International Cooperation
or designated official and the USAID/Tunisia Director or appointee.
Such disbursements will be made for purposes and activities rtully
agreed upon in the manner stipulated in the Program Grant Agreement.
Once 3 disbursement is made, whether as a direct payment for goods or
services or into the account of a chesen pronject or activitr, the
local currency is considered to have been expended and any further
monitoring/tracking under the CIP will not be required.

Once all lccal currency reqguired by agreement has been both deposited -

and disbursed, the Special Account will be closed and atl
responsibilities for management and wonitoring will be completed.

D. Bellmon Determination

The Bellmon Determination is required for all PL 480 activities, as an
amendment to Section 40L1. It is not required tor Commodity Import
Programs, but serves a wmodel for determining the appropriateness of
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nroviding a particular agricultural commodity. [t must be
satisfactorily determined rthat adequate storage facilities are
avallable in Tunisia, both at the port of entry and at the feed mills
where the corn (or soya pellets) 1s processed and stored. It was must
be determined that the 1mportation of corn into Tunisia will not
result in 3 substantial disincentive to domestic production or
marketing.

Information necessary tor making a Bellmon Determination on handling
and storage tacilities was provided in a series of cables, starting
with Tunis 3808 (April, 1987) and with updates in Tunis 8145 (July,
1987) and Tunis 11381 (October, 1987). Three ports are now capable of
bulk handling and storage o Corua, 1nciuling Hizorzo, Siax, and

Gabes. All have a storage capacity ot over 20,000 MT In bulk storage
and 15,000 1n bag warerehousing. All require, 3t present, that sova
meal/scya meal pellets be bagged on board by hand and that the rate of
unloading 1s 30-90 tons per hour. OC storage in-country exceeds
258,000 MT, mostly unused. Imports for animal feed production have
averaged cver 350,000 MT per year, without handling or storage
difficulties. The handling and storage facilities in Tunisia are
fully adequate ror receiving, holding, and distribution of altl
imported animal feed components, including corn or soya pellets (see
Annex B.5).

As corn 1is not grown 1n anv quantity in Tunisia and 1s an essential
part of the feed used for the dairy and poultry industries, the
commod® ty 1s not displacing any Tunisia commodities, nor is its
importation serving as a disincentive to domestic production and
marketing. On the contrary, its availability complements the local
production of barley, included in the formula for the poultry and
cattle feeds.

Although a Bellmon Determination is not needed for the CIP,
nevertheless the CIP and Tunisia meet all requirements for a positive
judgement. Tunisia has adequate storage and handling facilities and
the importation of corn (and soya pellets) will not result in any
disincentives to domestic production.

E. Effect of CIP on 1J.5. Balance of Payrents

The CIP, by 1ts nature, has a small, but positive impact on the U.S.
balance of payments, as the grant is used for the purchase of U.S.
agricultural products and for shipping on U.S. flag vessels.
Additionally, the CIP supports on-going trade relations between the
USA and Tunisia.

F. Initial Entivonrental Examination

The CIP will have no direct impacht on the environment. There is no
construction component and funds are used to procure agricultural
products used for animal! feed. A request for a negative determination
is included as Annex D and has been signed by the Asia/Near Zast
Bureau Environmnental Officer.
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G. Procurement and Contractual Arrangements

The preparation of request for quotes, the receipt of quotes and
award, contracting for the purchase and shipment of goods, and the
receipt of goods will be the responsibility of the GOT. Signatories
to such contracts will be designated by the Secretary of State for
International Cooperation (generally to the Office de Céréales). In
any case, 1lmplementation has been carried out by the OC. The AID
Mission will be responsible for monitoring all actions and checking
compliance with all pertinent AID requlations.

Distribution or the corn, both to millers and o distributors, is also
the purview of the OC, and reports on distributicns are required by
the Mission. Tunisian port and warehouse capabilities are considered
adequate for receiving and storing corn (or soya pellets). There have
been some receiving bottlenecks in the past, due to weather-related
and harvest congestion problems, but basically the system is

adequate. The OC has shown 1ts professional capability to carry out
appropriate programming and scheduling for CIP grain purchases,
shipment and distribution. The Program Agreemen: zhould state that it
is the full responsibility of the GOT to absorb tne cost of delays
and/or any losses that may occur in shipping.



VIII  ANNEXES

GOT Letter of Request for Assistance

Soya Meal and Corn Import Data

Economic Statistical Tables

Initial Environmental Examination

Statutory Checklists

FY 1986 and FY 1987 CIP Compliance Documents

N~



REPUBLIQUE TUNIBIENNE

——————

MINISTERE ANNEX A
e I;.;Bmgmm Tunts, le 40.0<. 1987
CKQ.CDL ved o= erm—

No NH/FH  §2/2 ‘2'\\°}$9‘
S.E.C.1 /7)/)ONSTEUR LE DIRECTELR DE LA MISSION

SPECIALE AMERICAINE DE COOPERATION
ECONOMIQUE ET TECHNIQUE EN TUNISIE

- TUNIS -

0 BJET / Cooperation Tuniso-américaine
programme E.S.F de 1986,

J'adl £'honnewr de ponten a votre connaissance que dans Le
cadre de La programmation de £'enveloppe Fonds de Souwtdien Economique
(Don - E.S.F) pour &'annie 198§, fe gouvennement tunisien a décideé
d'aggecten huit (&) milLions de $ US sur cette enveloppe poun Le

T proghamme C.1.P - 19§¢.
|
PACTION 1 INFO ! . . . :
' | Ce programme d'importation servdce & <mporten, des
! f T —.:" ” ' . . . . . .
I ; Etats-Unis d'Amérnique, et en prionité :
P f - du bfé tendre
A - ou du mals
T
P b::/ L'dmpontation de bouchon de s0fa (Soja en Pellets)n'est
¢ "% . . . ],
| pas a exclure sun ce programme au cas o Le bLé tendre ou Lo mais ne
r l senadent pas dispinibles sun Le marché aménicain.
’v
P 1 | Vewilllez agnrien, Monsieurn Le Dinecteunr £'expression de
f ~ ! ma condddénation distinguie s\«
t - ]
}
[ ]
( - !
i S e 1 BOUGHZAL
“ e TN >
o TN 1T 1o Coopir a7 Blcte
- — o /(". N ‘~\"r‘a§(5 @ ¢ S QveC S p(i',': e
. i tJV9F'W"h.(~~nchxun Poputancs €t
| CAOCRE L L
. 7’7*»Puvni“nuxjﬁrutdeﬂb-
. ) a ¥
N l. ) o - —

N~ g



TUNISIA CORN

ANNEX B,l.

(MAIZE) REQUIREMENTS*

Opening Stock

Imports: Commercial
Concessional
CIp/PL 480

Consumption

Closing Stock

* Based on OC figures

(in metric tons)

1985 1986 1987 1988**
14,354 23,668 52,700 30,171
173,650 141,000 98,966 260,000
- 41,690 - ?
48,664 70,342 91,505 2

213,000 224,000 213,000 240,000

23,668 52,700 30,171 50,171

** projections, based on an annual estimated requirement of
240,000 MT and a reserve of 2-3 montins consumption.

TUNISIA SOYA MEAL RECUIRELENTS*

Opening Stock

linports: Commercial
Concessional
CIP

consumption

Closing Stock

* In the form of pellets.

(ln metric tons)

1985 1986 1987 1988**

34,550 15,150 26,150 15,000

70,600 103,000 63,950 110,000

- - 33,879 2
90,000 92,000 103,979 100,000
15,150 26,150 15,000 25,000

Figures proviced by the OC,

** projections are based on an annual estinated requirement of
100,000 metric tons and an 1ncreased reserve,



7/85-6/86
7/86-6/87
7/87-6/88*%

3 yr. AVERAGE

7/85-6/86
7/86-6/87
7/87-6/88**

3 yr. AVERAGE

7/85-0/86
7/86-6/87
7/87-06/88

3 yr. AVERAGE

*/ Estimatea flgures.
totalec 399,755 metric tons ana PL 480 at 73,227 metric tons.
1s supplying an additional

(Canacda)

ANNEY B.2,

TUNISIA WHEAT IMPORTS

(in thousand metric tons)

Soft Viheat

VFP

22,323
115,328
100,000

28,499
120,328
100,000

Total

579,538
655,354
624,755

620,065

Total
78,800

473,192

153,870

245,287

Total

656,288
1,129,046
508 ,¢25

Commercial Counter-trade PL 480
485,079 72,186 -0 -
372,664 72,801 94,061
369,755 - 0 - 125,000
419,499 48,329 73,020

Hard Vheat

Commercial Counter-trade PL 480

72,624 - 0 - -0 -

443,551 24,641 -0 -

100,000 23,645 60,225

205,392 16,095 20,075
Total Wheat

Commercial Counter-trade PL 480
557,703 72,180 - 0 -
817,215 97,44z 94,061
499,755 23,€45 185,225
624,891 64,424 3,095

of 12/87,

AS

100,000 M2 in

conmercial purcnases

Cec/Jan

have

VEP

and an

additional 50,000 #% may be supplied trom PL 4380 scurces in early CY

1Ysé.

**/  potimated tlaures,

an estlmate,

All actual figures are taken

All other

106,000 M1

Froires are actuals

trom OC Compliance Reports,

In cormercial purchases 1is
as of L2/87.



TUNISIA WHEAT REQUIREMENTS

ANNEX B.3.

(in thousancd tons)

GOT Figures (7/838-6/89) USDA (ATO) Figures
Requirements Hard soft Total Hard soft Total
Wheat Wheat Wheat Wheat
Opening Stock (1) 90 73 163 100 79 179
Domestic 700 21 721 700 21 721
Proauction (2)
Imports (All) (3) 380 8a7 1,227 469 711 1,180
Total 1,170 941 2,111 1,269 811 2,080
Domestlic 1,078 867 1,945 1,166 730 1,896
Consumption (4)
Closing Stock (5) 92 74 166 103 81l 184

R



GOT

l .

Notes on Tunisian Wheat Requirement
7788 - ©6/89

Opening Stock - Based on carry-over trom 6/31/88 estimate, the
level represents one montn's consumption averace,

2. Domestic Production - Published ficures for harvest of 1988 are
shown. These are based on poor to average ylelds.

3. Imports (All) - This represents the level required to maintain a
closing stock as shown in figure 5,

4, Domestic Consumption - Figures represent adjustments of 2 1/2
percent over levels used in 7/87 - 6/88 estimates. This level
just maintains per caplta consumption,

5. Closing Stock - These, as in 7/87 - 6/88 figures, represent one
twelfth of domestic consumption plus 2 1/2 percent crowth,

USDA/ATO

1. Cpening Stock - Using estimates at close of 7/87 - 6/88 period.

2. Domestic Production - This follows COT estimates.

3. Imports - This represents the level required to maintain a
closing stock as shown 1n figure 5,

4. Domestic Consumption - As Ln previous years, filgure represents a

2 1/2 percent increase over the 7/87 - 6/88 period.

Closing Stcck - Snows an increase of 2 1/2 percent over the
level estawvlished in the previous year.



TUNISIA WHEAT REQUIREMENTS

ANNEX B.4.

(1n thousand tons)

GOT Fiqures (7/87-6/88) USDA (ATO) Figures
Requirements Hard Soft Total Hard Ssoft Total
Wheat Wheat Wheat Wheat
Opening Stock (1) 56 68 124 23 96 119
Comestic 1,065 295 1,360 1,065 295 1,360
Production (2)
Imports (All) (3) 21 556 577 150 400 550
Total 1,141 919 2,061 1,238 791 2,029
Domestic 1,052 B46 1,898 1,138 712 1,859
Consumption (4)
Closing Stock (95) 90 73 163 100 79 179



ANNEX B.5.

TUNISIA CEREAL STORAGE*
(in thousands of metric tons)

Port/Storage Place Product Bulk Storage Jarehouse
Gabes All 30 15
La Goulette Wheat 30 -0-
Bizerte All 30 15
Sfax All 20 15
Sousse Soya -0- 5
110 50
Bir El Kasséa all 50 50
Djebel Djelloud All 60 60
Manouba all 54 50
Kal8a Essghira all 28 25
BeJja All 18 15
Dahmani all 28 25
Gafsa all 10 10
Small silos (504,000) Maize, wheat 20 -0-
258 240

*Figures provided by OC. Port storage is used only temporarily and
cereals are moved to mills as soon as trains or trucks are available.



ANNEX C

Economic Statistical Tables

1-A GOT Projection in current dinars

1-B Mission Projection in current ainars

1-C Mission Projection in current U.S. dollars
Summary of Medium-term Structural Adjustment Program

(MTSAP), Progress July 1986 to December 1987

IMF performance criteria and indicative targets

Consolidated financial operations of Central Government

Table Description:
1 Balance of payments
2
3 Price liberalization timetaole
4
5 Gross Domestic Product
6 Money supply ana GDP growth
7 Monetary survey
8 Interest rates
9 Ef fective exchange rate
10
11 Price stapilization fund
12 Other donor assistance



Motes on Tunislan Wneat Requirement
7/87 - 6/88

Openina Stock - Eased on historical figures, provicea vy 0C, for
7/1/87. ATO/USDA fiaures source unsnown,

Domestic Procuction - Based on the narvest for sumnmer, 1987,
providec by 0OC. Harpers incluce purchases from farmers, made by
0c, of 500,000 #7 hard wheat and 220,000 MT soft wheat,
Imports - This i3 tne import level reguired to maintain a
closing stock (tigure 5) at tne level of one month's average
consumption.

Domestic Consumption - Domestic consumption represents OC sales,
plus the calculatec pvalance vetween domestlc procuction and
commercial sales., 1he citficulty arises wnen 1t 13 realized
that comestlc procuction figures may not oe accurat:. Hard
wheat comestic commercial consumption (CY 87) was shown as
619,000 t°7 anc 630,000 T (CY 88 projection). Domestic
production not vought/sola by OC was 569,000 7 in CY &7 and
projectec at 490,000 #7T in CY &8. Therefore, 1,092 M1 135 used
for harc wheat. Soft wneat domestic commerciral consumption was
shown as 787,000 &7 in CY 87 and 740,000 57 in CY &é. Lomestic

Carr

procuction not bouant/sola oy 0C was 75,000 27T 1n CY b
1

and

7
s usec for

rary

!
estimateu at 90,000 1in CY 8. Tnerefore, ©46,000 M1
soft wneat.

Closing stock - OC inaicates that for June, 1%4s, A cesiranle
stock level or reserve is =qual to only one monta's Consumptlion
- as new cereals from comestic proddcolon wilil De harvested In
the following montn. Cne-twelftn of 1,052 M1 nara wneat 2guials
88,000 tons and one-twelftn of 846,000 X1 eqcuals 71,000 7.
Increasing this by a 2 1/2 percent population growtn rate

| Slen v

nrovides final estimates at a level of 90,000 T ana 73,000 MT.

ATC tigures were taken from TUNIS 08274 (TOFAS 119).





















Summary of Ad

Table 2

justment Program to December 1987

1. Mo change polley scemrio for 1986

A, Overall comolidated hudget deflcit: 6.6 percent of NP
R.  Ourrent scommt mluve of payments deficit: 9.7 peruent of QW
C. Gross offirlal reserves (end-June): SR 66 willton (10 days of Lasports)
1. Adjmrrmt program ervrario %6 1% 1997 1
Prog.  Act. Prog. Rev.
A Oblectives
1. Avual groath of real P 0.7 =1.2 [} ) 3.0
2, Exemal artent account deficit
(T of Q) 9.0 7.9 6.9 5.8
3. Gruss officfal remerves (endyecind;
{n wonthe nf tmorts) 0.8 1.3 1.8 1.8
4. Faterwl debt (Incl. IMF; X af “NP) 35.2 5.0 63,4 60.0
5. Extermal debt service (I of curvent
rece{pta) 25.) 3.2 2.6 7.0
3. Measures Status/Calerdir of luplenentation Qurrent Status of inmplamentation
i {n the Progras
1.  Price litermUrzation
. ferviem Mostly free of aizinistrative controls.
1. {culture
s. Subaidized conmumer goods Price increases {n August and duting the last  Implementation overnli on track, hut
quarter of 1986. Purther amum] reduction with delays for certain products.
of at least 5 percent In the anrual subsidy bill.
Rmber of products to b sulsidized to be rediesd.
b.  Subsidized {nputa To be eliminated cowpletely In sconrdance with Leplementation on schedule.
the timetable agroed with the World Bank.
c. Producer pricea Raised by 6~16 percent in August in agreemert  Lwplenentation on schedule.
vith the World Bank to align them with intarrw-
tional levels by 1988,
11, Maufactured gonds Qumulative 65 percent of production to be
Liberalired by 1988,
Approximmtely 25 percent Libernlized {n Septemter 1984, leplemented.
- 195 pecamt To he liberalized {n Jarmary 1987, -
- % nercent To be Ubemalized {n hly 1987, "
- 95 percent To be Ubernlized in Jaruary 1988.
* 65 percent To be liberslized {n July 1968,
2. lnvestment liberallzation snd atate entaprises
{.  Liberaliration of trvestment ~ontrnls To be {nrororsted in new Implemenced Aguat 1987,
on xo ecte requesting no special {nweatamnt code
adantages from the Cowe rmeent
11, Revised {nvestarnt code imolving:
8. Toousirg [iscal sdwantages To be introdiced in Jaruary °
for nev (nvestments on specific 1987 after disamsiors vith
ectivities on the tasis of the World Bark,
apecific criteria
b. Mo distinct{m In the granting of
atmntages as tetvren rew
[rvestents ad {nvestrerzs for . -
replacesent or eermion of
existirg capecity
111, Public enterprises
s Lisdy etate control »f Apropriate logielation alresdy
enjating entaryrimes to spproxismtely 160 passed. Spectf(c timatable to be
b.  Cradial sale to thw private sector of firalized before end-1986.
the (hwerrvwent's share In those enter .
prises (n vhich the Covermment han * ° Appropriate legielation
prement 1y up to JA percent of equlty promulgsted Auget 1987,
participat{on
c. Improw the finmvial viability of those
erterprises thwt are to remsin in Ua public b ° Systawmtic review in
esctor progresa.
Y Imor Mheoliao

L (It a wmil nrder of exept i)
Talies by VAL, vith T follving

Tinetable

Rov mtrrials ordd sasifin s el woxdarts
for tradmicios enprtt g at least 29 per-
cet ol thefr tarermr, and o;mre
parta for agriculture and other
apeclfind aadctore
Inwatment geweiw foc mely agproned peodecte
oyl ras materiale tor entlrines

b

Policy srvwarced.

Tplrarrted {n Auguet 1986,

Cept dwr 1986

(s, ardd b, will bring the pregmrtion of {mports
an the free Liat to )] jeroent {m the present

1A perrent )


http:replacem.nr
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Table 2 (page 2 of 3):

¢. All other rav mterials and spare pirts; semi-
finfghed prodscts for {nustries exporting
at least 15 peramt of thelr turmowr and
for industries rmascaably well Integrated

d.  Semifinished products f(or remining industries
up to the value of their exports

e, Investment goods for projects Jwiged as of
“{nterudlate” priority bty the Investment
Agency.

f. All remining importa nf (rvestment gnods,
and et f tnished prodducts with the 2xception
of imorts by weaily (ntegrated Industrien
(2. through e. will ralse the proporiion of
{imports on the free list to 60 percent.)

Y. Tatiff reform
Kefom of fmport tartff to redwe effact{w
protection to a reasonibly uniform rate of
about 25 percent by 1991, During the program
period:
a. Reduce mxime [mnrt duties to %) prreent. )
be  Redice Y & perceat preasent rateq betwen )
16 and 55 percent (with minimm of 25 per=)
cent) )
¢, Set minimm tariff of 15 percent.
d.  Additional specified chamgys

Excluinge rate ad external debe

1. Depreciate the nminal effect{vwe excharge rate
of the dimir tw 22 percent (In foreipgn currency
term) compared wvith the eni-1985 level.

11. Maintain the real effective value of the
exchange rate at 1ts pnt-Ayst dewlhuat{on lewl
through, tf necesuary, periodlic aljstments of the
nolnal rate.  Addittonal corrections {f tnluwe of
pryments pos{tion requires.

{tt, Limit nonerncessional extemal debt of 1-12 wears’
miturity, with gublimite on that in the mturity
rage of 15 years.

{v. Umit short=ter debt (of mturity up to 1 year)
ex liding {mport-reLated credits to present iewl,

Tublic finance

{.  Lindt 1986 comnlidated tudpr deflott to D &2 million
(6 percent of V).

1. Llmit 1987 cowelidated hadgt bticit to 3.9 percent of
QP (D 318 m{1lin).

ti1. Cuvrl all nutatanding tut uveed hadpetaty
authot{zatione {n respect of {ivestred expenditures.

tv. Intriwhce a VAT with apecifisd timrtable of variass
intrmediate atepn,

v. Fatablish a tinetable for wnification of income
ard prof it Caxes.

Crodit and mnetary olicies

fo  tdmit Aematic crodlt to & 4,368 nillion st and-1706
myd 20 D 4,714 millton at eni=1987,

(1. Lirtt net ik crmdit to the Gowrmment to D A5 o1l
At end=1984h and to D (A mt it at o187,

{11, Liberalize intermat Cated, with the escopt i of pref-
rrent il lending eateq and savingm depradt rateq
(Whlch will te related to rates prevatling in the
mrwy mrthet ).

fv. Qurrel mat of the taterant foa of the Centeal R
thriagh the aney mrket {norelathon to the credtt
and miwtary tarpeta,

Summary of Adjustment

Jarary 1987.

Carly 1987 after the promlgation
of the revised Investment Code.

Jaruary 1988.

PFolicy announced

January 1987.
Jaruary 1988,

Implemented by end-August 1986.

Being {mplermented.

Fatablished for the progran period
through 1987.

Appropriate supplenentary amrasures
alrady ammonced.

The draft 1987 hadgpet comalstent with this
obctive wil]l b dtsauned with the ataft
The hudget for (947 will
alpo te e of the auh¥cts of dipmasion

{n Nowmnber 1986,
during the first proyran revied.

Janary L7,

Jarmary 1988 for the VAT, bth will be

smubjects of disussion under the
secasd reviow of the progran.

Performine criteria with Intermediate
quarterly limits also as performance

criteria.

To be {ntrodced tn Janary 1987,

To be {ntrodced {n Jaruary 1987,

s s

Program to December 1987

Implamented on achedule,

Int rodsced w1987,

Arnouwed Octcber 1987

Inplemented on schedule.

Being inplemented.

Being implamented.

Qutorme: 5.6 percent of P

The 1737 Syt Incorporated
a dlictt of D V2 wllin
et ta Gl oeroent of (WP
Prisent am st long sre far g
defiett of 2Vt it mud siley
to 4.2

Iopliveatad on sctvsdiie; satveviata !,
D A0 wilion hawe teea reautinrize
as provided for {n the program.

Pregarat{iom on adwdile.

eroet of (30

Otmerwd thruyh June 1987,

lmplrented m schedale.

Lmplawnted on schedule,
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Table 2 (page 3 of 3): Summary of Adjustment Program to December 1987

Honitoring of the prograa

i Quarterly and armual performnce criteria relating to:

8.
b.
c.

d.
e,

Domewtic credit :

Net tark credit to Goverrment

imits on noncncessional external delx
of up to 1 year original mturity (excluding leport-
related credits) and on the contracting or garanteeing
by the Covermere of external dett with 1-12 years'
original maturity, vith a mireiling on thet
of 1-5 years' »rigiml mturity.

Exterwl payments arresrs (no scoumilation)

Quatamry clauses with respect to restrictions

{1, Quarterly and armnl indicative targetn relating to:

b.
ce

d.

Covolimted budget defictt (triggering coneultation
with smnapraent )

Total reverue and grants

Total expenditure (exliding amort{zation), {nclixiing net
lervding

Net foreign assets of the wonetary system
(triggering conmultation with management)

t1l. Revien with the Aoxl to b completed:

a.
b.

Co

Before ent-fobrmry 1'H)
Before entSeptember 1987
Before erxt-Janmry 1988

Source: IMF



Table 3
Price Liberalization Timetable

Implementec 198¢ (25% of manufactures)

3)

D

Builcing materials (except lime, cement, sanitary Lixtur

Textiles (excert underwear ind juts? Droeucts)

Mechanical ana electrical: Automoblle parts (including
batteries): haraware; TV antennae encd accessories

Foods: Sarailnes, nreserved anc semipreservec

Miscellanecus: Plastic products; graphics; watches and watch
parts; cabinets; corx products; cnanceliers; footwear and
accesscries; tanned goous; paper and carton pac ~kaaing;
printing supplies (except 1nk); nctions,

Implemented 1987 (cunulative £45%)

I'echanical anc¢ electrical: FElectrical switcnes anc connectors;
cable; refrigyerators anc stoveg; pdollers

Foods: Tuna, tomatoes anc narissa (preservec .
preservedc); vogurt; cheeses (eucept Spread

Carpentry supniies

Glue, Ink

Liguic cetergents and soap (except laundry scay)

Tires and rupper prouucts

Furniture

I'\ O

no¢ seml-
) DeVEraces

Fertilizers: phospnoric acica; hyrerphospnate; SPS; SPT;
Cicalcium pnosphate; MAP; TBEP; compound ferti ilrizers,

Scheduled January 198€ (cumulative 553%)

Mechanical anc electrical:

Louc¢speakers and accessorles

Plumbing trixtures

Bicvycles and mcpeds

Batteri=zvs for otner than automcdiles.
Animal feec (VY percent implemented in 1987)
Paracnemicals:

Paintg and varnishes
Detergents andg launcry £o0ap

Fssential oils

Linseeu O11

Per fune

Insecticldes anc pesticices

Scheculed July 1988 (cunulative 6I%)

4

Household articles of stainless steel anc aluminum
Copper procucts

alurinum capinety

Flectric moters, transformrers

kcricultural preocucts anc foods:

to pacte

Vegetanlon sne fruits, preservec anc semipreserved

n



Table 4. Tunisia:

December 1986—December 1987

Performance Criteria and Indicative Targets,

1986 1987
December April Jure Sept. Dec.
Prog. Actual Prog. Actual Prog. Actual Prog. Rev. Prog. Rev.
prog. prog.
(In m{11ions of dinars)
A. Performance criteria
1. Domestic credit 4,348 4,263 4,368 4,271 4,480 4,372 4,550 4,550 4,714 4,714
2. Net credit to the Govermment 635 627 653 597 666 665 675 695 684 1/ N8 1/ 2/
(In millions of SURs)
3. External public debt 2/
3a. O0~1 year
(amount outstanding excluding
import- related credic) 120 69 120 10 120 10 120 120 120 120
3b. New nonconcessional N
external borrowing
(cumilative amounts)
(1) 1-5 years 15 14 65 25 65 27 65 65 65 65
(11) 1-12 years 1o 68 450 78 450 78 450 450 450 3/ 450 3/
4, External payments arrears
(smount outstanding) - - - - - - - - - -
(In millions of dinars)
B. Indicative targets
1. Consolidated budget deficit 4/ =429 =372 =77 20 =72 -7 -97 -125 =32 -338
2. Total revenue and grants 4/ 2,458 2,448 803 770 1,228 1,170 1,885 1,850 2,591 2,54
3. Total expenditure and net
lending (excluding
amortization) 4/ -2,886 -2,82 830 -7% -1,300 =-1,241 -1,982 -1,975 =2,913  -2,902
(In millions of SIRs) .
4. Net foreign assets of the
monetary system 10 39 -122 =57 ~-132 -69 48 48 134 134

1/ If net external financing of the Goverrment is higher than D 207 million this ceiling will be reduced pro tanto to the

tenefit of credit to the economy.
2/ Contracted or guaranteed by the Government.

3/ This ceiling will be reduced to the extent that net capital

4/ Quulative amount for the fiscal year.

{nflows exceed the original provision of SIR 674 ad 1lion.






Dec
Dec
pec
LCec
Dec

Jun

1963
1984
1985
1686
1¢87*

198¢

(6 mo.)

Jun
(6

1987

mo.)

Table ©

Crowth in lioney Supply and
1ug4-18867

VALUE (1D Million)

Ml

10532
1765
1987
2058
2110

1795

1689

[ CCP
2431 5497
2715 6237
3091 06904
2266 7112
35%3 7971
2972
3207

* Program

Source:

No.

8l

Banaue Centrale de Tunisie,
Sept. 1987),

of Plan and Finance,

vIi-1;

Article

ana II'F, Tunisi

tominal GDP

Growtn Pate (12 mo.)

il 2

¢.8% 11.7%

12.6% 13.8%
3.0% £.7%
2.5% 10,0%
4,7% 8.2%

-18.4% -7.6%

-5.9% 7.9%

-32.6% -3.6%

Taoles to. I11I-2, XVI-C;
Bucaget écononrique lvdt,

a, Staff

IV Conzsultations ann
Arrancement, 17/%/87,

Tanlez

reyview Unaer Stanaoy

8,

Peport tor the

A— a .

. ol

1087

P

13.4%
10.7%

3.0%
12.1%

ctatictigues Financieres
nistry
Tanle



Table 7. Tunisia: Hometary Survey, 1985-87

(In md1llons of dinars)

1985 1986 1987
March  June Sept. Dec. Dec. April June Sept. Dec.
Prog. Act. Prog. Act. Prog. Rev. Rev. Prog.
Prog P'I.’Og:
Monetary system (End of period)

Net forelgn assets L 24 L 18 % L 60 Sl T3 -bL B ey 149
Central Bank 209 &0 51 9 37 u =62 ~-137 -8) -147 67 137 133
Deposit money banks -8 -15 - 9 16 —_ 2 16 10 16 16 16 16

Damestic credit 3,935 3,89 4,038 3,973 4,263 4,348 4,292 4,39% 4,372 4,480 4,550 4,714 4,714
Net credit to the

Gove rmment 554 525 599 498 627 635 600 653 6565 666 695 718 684

Credit to the economy 3,381 3,371 3,440 3,476 3,636 3,713 3,692 3,743 3,707 3,814 3,855 3,996 4,00
Money plus quasi-money 3,091 2,948 2,972 2,976 3,266 3,266 3,13 3,097 3,261 3,160 3,523 3,693 3,593

Other {tems, net 1,045 971 1,015 1,015 1,051 1,093 1,088 1,178 1,038 1,209 1,110 1,175 1,270

Memotandum {tems:
Increase over same period
of previous year

Domestic credit 17-2 11.8 12.7 700 8.3 10.5 8.1 1097 8.3 11.0 14,5 10.6 10.6
Net credit to Govermment 23.0 10.,0 23.7 8.7 13.2 14.6 8.9 18.5 1l.1 1.2 39.6 13.8 9.1
Credit to the economy 16.3 12.0 11.0 6.8 7.5 9.8 8.0 9.5 7.8 109 10.9 10.0 10.8
Money plus quas{-mxey 13.8 9.2 8.1 4.0 5.7 5.7 7.1 58 9.7 57 18.4 13.1 10.0

Sources: Data provided by the Tunisian authorities; and staff estimates,

1/ The holdings of net foreign assets at end-Deceuber 1986 have been revised upsard by D S million ard the projection for

December 1987 has been ad justed accordingly.



Table 8 Tnista: felected Interest Rates Crarped in
Credit Operstiowm, 1378-87

(In prroert per year)

Janmry §, 1978 il 1, 1981 April 22, 1983 Janmry 1, 197
Centrnl Rark
Short—tem rediecants

Cormercial papet 3.7% 1.0 9.2% vee
Cxport [{nancing A.2% &.13% 4.0 [ 4]
Adwencen [or cermmls, olive

oll, srd vire L¥9a) 4.2 3.% 3.%
Agriculturel memacrw] credit 3.7% L 4.9 4.%

Advarces for other easent (al
werchandise, adwwce agmiret

comercial wrrant les 3.7% 6.7% 9.2% eer
Mnancing of miblic bidding 4.0 6.00 1.2% ‘e
Credit gusranteed by the
Gorve rrese it $.7% 6.1 9.2% .ee
Other [lrenclial pep.r 6.0 1.8 10.2% e
Mediunters rediscants
Agriautural equipeent 1.% 1.%0 3.%0 3.%
Haming wvith goverrwent pusrentee [We ] [ W o} Lo "ee
Investment of export industries 4,00 3.00 6.50 6.%
large Indmtrial compleses in
priority zonen 3.2 6.7% 6.% ‘e
trvestrent of ewll- and aediur-
sleed enterprises ves 6.7% 6.%0 6.%0
Other 3.2% 1. u.m e
Llong-term rediscounte “ee 1.2%1.% 10.%0-11.% vee
Coverrment peper 5.73 1.00 9.2% e
Morey merket rute 6.23% 1.8) LS ] 10.00
Depoait soney Marks
Sortters cralits
Overdralts 8.%0-4.73 10.00-10.50 11.% Free
Redie~  Nmred|e fedi = Nenred] o~ fodine  Nredie
cantsble contable cantable cuntable coantable  comtadle
Nnisla comwrcial paper 6.7%-1.2% 8.00-8.23 8.004.%0 9.2¥49.%0 9.%0~10.0 1.0 free
Forelgn commrcial maper 3.90-4.00 6.2%6.%0 6.00-6.%0 6.7%-1.00 6.%0 ves 6.0
Pre—{ {rncing of ewports 3.50-6.0 6.25-6.% 6.006.%0 6.]%1.00 6.0 ver 6.00
Awarces (or crreals,
olive ol], ad vire 3.% ver 9.%0 ves 6.73 s 6,73
Asricultural sesacral crwdit 6.00 ver 6.0 ‘e 6.1% cee 6.7%
‘dwnces [or everrtial
we rehard| se 1.00-1.%0 8.00-8.23% 3.0040.% %.00-9.1% %.%0-10.00 11.00 )
Mrancing of public
biddirm 1.2%-1.7% 8.%0-4.7% 1.25%1.73  8.%0-8.73 8.0-8.50 1.%0 ) Free
Other short-term with
gow TREX pIsTR rE 1.00-7.5%0 8.00-8.23 5.00-8.% 9.00-9.1%  9.%0-10.00 11.00 )
Other short-ters 1.2%1.73 8.50-8.7% 8.509.0 9.]%10.00 10.00-10.30 12.62% )
Medium—tere credits .
Aricultural equiprent 6.2% er 6.2% ves 1.00 1.0 1.0
Homing vith goverrmmt
FuArETR P 5.%0 m 3.% vee 3.5 see vee
Imvestmrnt of export
{rdmtcies 6.1%1.00 1.7%-8.00 ves 8.0 8.% 8.0
trvestremt of smll
industeies ard hardlcralts ves ‘e 6.2 oo 6.2 6.2 6.29
Lwestrent of smelle and
ardi Uv-aited eterprioes vee .ee 9.504.1% 10.00-10.23 8.00 8.% 8.00
Large Irdmtrial coplesee
In priority tores 5.m-4.2% 8.9-8.73 9.50-9.7% 10.00-10.2% 8.00 8.%0 Free
Othet {nwestwents 8.00-8.2 6.50-8.73 9.75-10.00 10.25-10.%0 11.% 12.00 Free
Lorgterm credit (winimm) 10.%0 ses 12.% Vree

Sorar: Orntral Rark of Tniais, Sﬂg}_;‘_ll_qyg_[l_r\n_r_vlf_r_v-!.
Mote: lsniirg Mten of depoait srey tarks sre {rrely determired vithin e i that 1s determined by the mwwy mrkst rate pluy three
peroentage points.



Taple Y
Effective Exchange Rates!

Exchange Pate

Year ominal hoal -
1982 100.,2 107.9
1982 100.1 106.8
1984 99.8 103.6
1985 98.5 102.8
1486 (Prelim.) 84.4 94,1
1487 (Prog.) 72.0

Notes:

1. leightec oy total trade (except petroleum) and tourism,
1980 = 100. Source: IIF.
2. Basea on wnolesale price 1naex

=



Table 10 .Tunisia: Consolidated Financial Operations of the Central Government, 1983-87 1/

1983 19684 1983 1986 1987
Prograw 2/ Outturn Program 3}/ Revised
- prof.
(ln @tllions of dinars)
Revenue and grants 1,862.7 2,285.4 2,450.9 2,657.5 2,430.0 2,591.4% 2,564,
Tax revenue TTeE TETS TEiT T2 L8007 1f9ae1».o Y, 1:3‘;;,3
On international transactions (580.9) (647.4) (656.2) (631.2) (606.2) (GJﬂ.Of— (624.0)
Other (898.7) (1,006.9) (1,176.0) (1,229.0) (1,7L.5) (1,352.0) (1,308.7)
Other revenue and grants 383.1 63).1 6)8.7 $97.3 $%2.1) 605.4 b)l.6
Nonpetroleum-related (111.0) (248.7) (239.0) (265.3) (239.6) (268.4) 47 (2)6.1)
Petroleun (272.1) (184.4) (379.7) (332.0) (312.7) (35%7.0) - (397.%)
Total expenditure and
net lending 5/ 6/ 2,311.2 2,6%5.2 2,766.)  2,886.0 2,828.8  2,013.6 7/ 2,902.7
Current T,576.5 1,761.1 1,914.3 7,009.4 1,555.4 T 7058~  7,004.8
Wages and salaries (573.6) (633.2) (691.4) (740.8) (743.8) (177.7) (171.7)
Other goods and services 2/ (los.9) (232.8) (215.4) (219.9%) (182.7) (2164.0) (218.%)
Interest psvments (130.0) (168.5) (196.0) (239.8) (223.6) (291.0) (26R.4)
Subsidies and transfers (564.0) (726.6) (811.5) (B809.3) (805.3) (823.1) (830.2)
Of which:
Consumer subsidies 8/ (169.6) (2%9.1) (232.2) (226.0) (213.0) (184.0) (184.0)
Transfers, other
than to households (202.7) (273.8) (199.5) (279.3) (Jol. (108.7) (312.3)
Capital and net lending 7134.7 894.1 850.0 876.6 873.4 807.8 807.9
Direct investment (247.4) (118.7) (114.3) (337.2) ()93.6) {6k, i) (118.6)
Capital transfers and equity (269.1) (267.6) (168.7) (287.0) (316.2) (326.1) (In5.9)
Net lending (218.2) (307.8) (167.0) (252.4) (165.6) (135.6) (163.8)
Deficit (commitament basis) 39/ -448.5 ~369.8 -313.4 -428.5 ~398.8 -322.2 =)38.4
Adjustment for the complementary
period 22.8 16.0 57.1 - 78.13 -15%.0 -15.0
Deficit (payment order basts) 10/ -425.17 -351.8 ~256.) ~428.9% -320.5 -317.2 =35).4
Pinancing 425.7 153.8 256.3 428.5 320.5 337.2 153,4
Foreign 284.1 207.0 212.4 281.9 213.7 2:3.0 07,0
Dravinss (415.0) (3717.4) (418.6) (53%.4) (470.6) (521.0) (510.9)
Budgetary (719.6) (112.9) (215.6) (256.4) (230.6) (285.0) (276.0)
Extrsbudgetary (315.4) (264.5) (203.0) (279.0) (260.0) (236.0) (236.0)
Aaortization (-130.9) (-170.4) (=206.2) (=253.5) (-2%6.9) (-298.0) (-303.0)
Domestic 141.6 146.8 43.9 146.6 106 .8 134.2 146.4
Banks (47.0) (97.0) (102.5) (81.v) (12.7) (57.0) (91.0)
Other 11/ (94.6) (49.8) (-58.6) (65.6) (34.1) (57.2) (55.4)
Memorandum items: (In percent of GNP) ll/
Revenue and grants 33.5 6.4 315.9 342 344 327 2.2
Expenditure 1.6 42.) 40.9% 40.1 40.0 16.8 )6.4
Deficit (coomitment basis) -8.1 -5.9 -b4.6 -6.0 -5.6 =4.1 4.2
Deficit (payment,order basis) 1.7 -5.6 3.7 -6.0 -4.5 -4.3 -4.h

Sources: Data provided by the Tunisian suthorities; and staff projections.

Ej Includes current and capital budgets, Special Funds, Fonds de Concours, extrabudgetary operations financed
sbrosd, net treasury operations, and social security funds.

2/ EBS/8b/236.

3/ ess/si/el.

s/ lncludes mtnor reclasaificatlions, In particular recelpts of Fonds de Concours, [rom nontax to tam revenue.

E/ On a payments orders tesued basels for the budget year, including expenditures of the complementary perfod;
the dets coincide closely vith the comajtments of the calendsr yesr.

6/ Figures for 198)-86 do not include sccumulation of domestlc srrears at early stages of the expenditure
process, amounting to & float of about D 26 million; the expenditure figure for 1987 includes s provision of
D 14 millfon tovard the elimination of such arrears.

l/ The breskdown of tntal expenditures and net lending reflects work undertaken t) re!ine econo~'c
classifications, particularly ae regards capital expenditures and net lending. Revised [lgure [or vages and
salaries sleo reflects update In amounts of social secutity contributions and fanmily allovances to be netted fron
wveges and salaries. feonomlc classifications of 1986 expenditures are on same basis.

8/ Filgures for 1783-86 Include substdy costs financed by net treasury sdvances; corresponding adjustments have
been made to net lending.

9/ Reflectlng cantent ol foctnote 5.
lg/ Payment ordery {saued in the calendar year.

11/ Including payment float.

EZ/ Taking into account revisions of GNP for 1986 and 1987.



Table 1lla

Operations of the Price Stabilization Fund
1962-1687
(1D 1lliong)

(See tavle llo for sources and notes.)

1983 1484 14985 1586 10871 1663
Expenditures:
Cereals, Animal Feed
(ONC Actual): 131.0 162.7 159.1 114.7 117,22
(Bucget): 112.9 164.0 157.¢ 133.2 110.3
(Cerezis) (122.4) (1iC.1)
(Animal Feecs) (10.8) (0.2)
Fertilizer 14,9 15.¢ l6.5S 16,9 20.6
Vegetaple 0Oil 15.2 36.4 50.0 24,98 24,8
P11k 7.5 8.6 7.9 .z 10.4
Sugar 0.0 12.3 15.7 19,6 23.6
Meat 12.6 7.5 0.0 .0 0.0
t'isc, 11.5 13.5 4.5 14.5 16.0
Pesources:
Farmarkea taxes y4 .7 137.4 138.3 135.0 G.0 0.0
Bucaet/treas., transfer - 106.0 90.0 5.0 189.0 188.0
Surplus/Deficit 3/ -37.1 -16.7 -33.¢8 -6.0 -16.7



Tavle 1lb

Unit Subsidies of the Price Stapilization Fund
1¢Ee-1987
(Units in rmetric tons excert as notead)

Unit Suosciay (Dinarcg) Uit Sucecicy (Ehr Cost)
198¢ 1457%  Crance 19¢6 L8007 Cranase
Cereals

Soft wheat 61.97 60.61 -2.2% 46.1% 45.5% ~-1.3%
Durum wheat 80.95 g§2.07 2.1% 47,94 47 .4% -1.0%
Bread processinyg 59,07 27.75 -53.0% 29.3% 13.2% -54.9%
Pasta processing 25.00 -- -100.0% 11.1% -- -100,0%

vegetavle CO1l
Cil mix (eciple) 220.00 178.:20 -19.0% 42.3% 35.6% -15.8%
Acic o1l (soap) 295.00 190.00 -35.0% 08.0% 49,3% -28.1%

MIlk (000 liters) 7&.00 32.30 -58.6% 22.1% 9.¢% -56.0%
Sugar 2,00 1zg.lio0 36.2% 27 . 7% 31.4% 13.4%
Anineal fwed
Barley 14,29 1.25 -91.3% 12.4% 0.1% -0, 2%
Corn (rmaize) 17.60 - ~-100.0% 12.3% -- -100,0%
Soyovean real 43.33 -- -100.0% 17.3% -~ -10C6.0%
Fertilizer
immonitre 65.00 55.70 -14.3% $5.¢6% 38.7% -15.1%
SCP £0.00 25.70 -35.6% 50.6% 36.0% -22.0%
TSE £1.00 7%.00 -3.7% S4. Ll 13 .8% ~-9.8%
DAP 140.00 490,00 -235.7% 57.7% az,2e -2h.7%
Sources: ‘inistry of Planning anc Finance, reported by INF; Office
Latlonal e Ceréales,
Notes:
1. rxclucinag tne effect of anticipateu price increases for 1907,
2. Estimate as or 30 Sfapt,
3. Most of tnese ueficlits are financed tnrough airect Treasury

advances to Lne Cereals ard 01l 3Zoarcs,
4, Including the effect of anticipated price increases tor 1987,
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ANNEX D

ACTION MEMORANDUM

TO : Regional Environmental Officer, S. Lin
THROUGH : Mission Environmental Officer, M. Karn
FROM ¢ Mission Director, Charles F. Weden J
SUBJECT : 1Initial Environmental Examination -

Negative Determination for FY 88 CIP (664-K-603)

PROBLEM: For the FY 1987 Commodity Import Program a
determination must be made whether or not an environmental
examination is required.

DISCUSSION: Section 216.2(c)(i) of the FAA states that when
"The action does not have an effect on the natural or physical
environment...'", the action should be granted a negative
determination. The FY 1988 CIP for Tunisia provides balance of
payments support in the form of corn (maize) purchased with
foreign exchange. The corn is used as a component in animal
feeds for poultry and dairy animals. As a consumable item,
already procured by Tunisia through imports, the corn will not
have an impact on the Tunisian environment.

RECOMMENDATION: That you approve a negative determination for
the Initial Environmental Examination required under the Tunisia

FY 1988 CIP. ’
APPROVED: ok b\¥k ‘\ijm
‘ ~

P s e o

DISAPPROVED:

DATE: Docember [S [9K7




ANNEX E

%C(1l) - COUNTRY CHECKLIST

isted belcw are statutory criteria avplicable
tci  {a) FAR funds cenerzlly: (B)(l) Development
issistance funds only; or (B)(2) the Economic
Support Fund only.

L. GENERAL CRITERIA TOR COUNTRY
ELIGIBILITY

1. FY 1987 Cortr‘nuing Resolution Sec. 526.
Haes the President certified to the
Concress that tiie government o the
recipiant country is failing to take
adequate m:esures to prevent narcotic
drugs or cther controllad substances
which are cultivated, croduced or
processed illiicitly, in whole or in part,
in sucn country or tzznsported through
such country, from bteing sold 1llegally
within the juriedistion of such country
to United States Gevernment personnel or
their d2pend:nte or fcom entering the
Urited Stoces nnlicwfells?

2. ©dh Sec. 481{h). (7Whis provizion applies
1s5vance of 2uny kxind provided by
qcant, sale, lcan, lease, credit,
curazanty, or insurance, except assistance
Zrom <he C4Lild Survival Fund or relating
Lo ipnternacional narcotice control,
disaster «nd rerugee relief, or the
provicion cf £o00d or medicino.) If the
recipient is a "major illicit drug
producing country" (defined as a country
prodvcing during a fiszal year at least
Iive metric tons of cpium or S00 metric
tons of coca or marijuana) or a "major
drug-transit country" (defined as a
country that is a significant direct
source of illicit drugs significantly
affecting the United States, through
which such drugs are transported, or
through which significant sums of
drug-related profits are laundered with
the knowledge or complicity of the
Jovernment), has the Precident in the
March 1 I[ntecnational Narcotics Control
Strategy Keport (INSCR) determined and
ceztified to the Ccngress (without

NO

N/A
Tunisia
illicit
country
transit

is not a major
drug-producing
nor a drug-
country.



Congressional enactment, within 30 days
of continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date (with enactment by Congress of a
resolution approving such certification),
that (a) during the previous year the
country has cooperated fully with the
United States or taken adequate steps oOnh
its own to prevent illicit drugs produced
or processed in or transported through
such country from being transported into
the United States, and to prevent and
punish drug profit laundering in the
country, or that (b) the vital national
interests of the United States require
the provision of such assistance?

Drug Act Sec. 2013. (This gection
applies to the same categories of
assistance subject to the restrictions in
FAA Sec. 481(h), above.) 1f recipient
country is a "major illicit drug
producing country" or "major drug-transit
country" (as defined for the purpose of
FAA Sec 481(h))., has the President
submitted a report to Congress listing
guch country as one (a) which, as a
matter of government policy, encourages
or facilitates the production or
distribution of illicit drugs: (b) in
which any senior official of the
government engages in, encourages, OIL
facilitates the production or
distribution of illegal drugs: (c) in
which any member of a U.S. Government
agency has suffered or been threatened
with violence inflicted by or with the
complicity of any government officer; or
(4) which fails to provide reasonable
cooperation to lawful activities of U.S.
drug enforcement agents, unless the
President has provided the required
certification to Congress pertaining to
U.S. national interests and the drug
control and criminal prosecution efforts
of that country?

N/A



FAA Sec. 620(c). If assistance is to a
government, is the government liable as
debtor or unconditional guarantor on any
debt to a U.S, citizen for goods or
services furnished or ordered where (a)
such citizen has exhausted available
legal remedies and (b) the debt is not
denied or contested by such government?

FAA Sec. 620(e)(1). If assistance is to
a government, has it (i.cluding any
government agencies or subdivisions)
taken any action which has the effect of
nationalizing, expropriating, or
otherwise seizing ownership or control of
property of U.S., citizens or entities
beneficially owned by them without taking
steps to discharge its obligations toward
such citizens or entities?

FAA Secs. 620(a), 620(f), 620D; FY 1988
Continuing Resolution Sec. 512. Is
recipient country a Communist country?

If so, has the President determined that
assistance to the country is vital to the
security of the United States, that the
recipient country is not controlled by
the international Communist conspiracy,.
and that such assistance will further
promote the independence of the recipient
country from international communism?
Will assistance be provided directly to
Angola, Cambodia, Cuba, Irag, Libya,
Vietnam, South Yemen, Iran or Syria?

Will assistance be provided to
Afghanistan without a certification?

FAA Sec. 620(j). Has the country
permitted, or failed to take adequate
measures to prevent, damage or
destruction by mob action of U.S.
property?

FAA Sec. 620(1). Has the country failed
to enter into an investment guaranty
agreement with OPIC?

NO

NO

NO

NO

NO



10.

11.

12.

FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5. (a) Has
the country seized, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?

(b) If so, has any deduction required by

the Fishermen's Protective Act been made?

FAA Sec. 620(q); FY 1988 ‘Continuing
Resolution Sec. 518. (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
country been in default for more than one
year on interest or principal on any U.S.
loan under a program for which the FY
1988 Continuing Resolution appropriates
funds?

FAA Sec. 620(s). If contemplated
assistance is development loan or to come
from Economic Support Fund, has the
Administrator taken into account the
percentage of the country's budget and
amount of the country's foreign exchange
or other resources spent on military
equipment? (Reference may be made to the
annual "Taking Into Consideration" memo:
"Yes, taken into account by the
Administrator at time of approval of
Agency OYB." This approval by the
Adnministrator of the Operational Year
Budget can be the basis for an
affirmative answer during the fiscal year
unless significant changes in
circumstances occur.)

FAA Sec., 620(t). Has the country severed
diplomatic relations with the United
states? If so, have relations be2n
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

NO

NO

Yes. Taken into
account by the
Administrator at the
time of approval of
AID OYB.

NO



13.

140

15.

16.

17.

18.

FAA Sec. 620(u). What is the payment

status of the country's U.N. .

obligations? 1If the country is in Tunisia is current
arrears, were such arrearages taken into in its payments
account by the A.I.D. Administrator in

determining the current A.I.D.

Operational Year Budget? (Reference may

be made to the Taking into Consideration

memo. )

FAA Sec. 620A. Has the President

determined that the recipient country NO
grants sanctuary from prosecution to any
individual or group which has committed

an act of international terrorism or

otherwise supports international

terrorism?

FY 1988 Continuing Resolution Sec. 576.

Has the country been placed on the list NO
provided for in Section 6(j) of the

Export Administration Act of 1979

(currently Libya, Iran, South Yemen,

Syria, Cuba, or North Korea)?

ISDCA of 1985 Sec. 552(b). Has the

Secretary of State determined that the NO
country is a high terrorist threat

country after the Secretary of

Transportation has determined, pursuant

to section 1115(e)(2) of the Federal

Aviation Act of 1958, that an airport in

the country does not maintain und

administer effective security measures?

FAA Sec. 666(b). Does the country

object, on the basis of race, religion, NO
national origin or sex., to the presence

of any officer or employee of the U.S.

who is present in such country to carry

out economic development programs under

the FAA? 4

FAA Secs. 669, 670, Has the country,
after August 3, 1977, delivered to any NO
other country or received nuclear
enrichment or reprocessing equipment,
materials, or technology, without
specified arrangements or safeguards, and
without special certification by the
President? Has it transferred a nuclear
explosive device to a non-nuclear weapon
state, or if such a state, either
received or detonated a nuclear explosive
device? (FAA Sec. 620E permits a special
waiver of Sec. 669 for Pakistan.)




19,

20,

21.

22.

23,

FAA Sec. 670. If the country is a
non-nuclear weapon state, has it, on or
after August B8, 1985, exported (or
attempted to export) illegally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country

to manufacture a nuclear explosive device?

ISDCA of 1981 Sec. /20. Was the country
represented at the Meeting of Ministers
of Foreign Affairs and Heads of
Delegations of the Non-Aligned Countries
to the 36th General Assembly of the U.N.
on Sept. 25 and 28, 1981, and did it fail
to disassociate itself from the
communique issued? 1f so, has the
President taken it into account?
(Reference may be made to the Taking into
Consideration memo.)

FY 1988 Continuing Resolution Sec. 528.
Has the recipient country been determined
by the President to have engaged in a
consistent pattern of opposition to the
foreign policy of the United States?

FY 1988 Continuing Resolution Sec. 513.
Has the duly elected Head of Government
of the country been deposed by military
coup or decree? [f assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

FY 1988 Continuing Resolution Sec., 543.
Does the recipient country fully
cooperate with the international refugee
assistance organizations, the United
States, and other governments in
facilitating lasting solutions to refugee
situations, including resettlement
without respect to race, sex, religion,
or national origin?

NO

NO

NO

NO

YES

N



B. FUNDING SOURCE CRITERIA FOR_ COUNTRY

ELIGIBILITY

l.

Development Assistance Country Criteria

FAA Sec. 116. Has the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be
demonstrated that contemplated assistance
will directly benefit the needy?

FY 1988 Continuing Resolution Sec. 538.
Has the President certified that use of
DA funds by this country would violate
any of the prohibitions against use of
funds to pay for the performace of
abortions as a method of family planning,
to motivate or coerce any person to
practice abortions, to pay for the
performance of involuntary sterilization
as a method of family planning, to coerce
or provide any financial incentive to any
person to undergo sterilizations, to pay
for any biomedical research which
relates, in whole or in part, to methods
of, or the performance of, abortions or
involuntary sterilization as a means of
family planning?

Economic_Support Fund Country Criteria

FAR Sec. 502B. Has it been determined
that the country has engaged in a
consistent pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that
furnishing such assistance is in the U.S.

national interest?

FY 1988 Continuing Resolution Sec. 549.

Has this country met its drug eradication
targets or otherwise taken significant
steps to halt illicit drug production or
trafficking?

Assistance is from
the ESF account.

N/A

NO

YES



- 21 -

§C(3) - STANDARD ITEM CHECKL1ST

Listed below are the statutory items which
normally will be covered routinely in those
provisions of an assistance agreement dealing
with its implementation, or covered in the
agreement by imposing limits on certain uses of
funds.

~hese items are arranged under the general

headings of (A) Procurement,

(B) Construction,

and (C) Other Restrictions.

A. PROCUREMENT

ll

FAA Sec. 602(a). Are there arrangements
to permit U.S. small business to
participate equitably in the furnishing
of commodities and services financed?

FAA Sec. 604(a). Will all procurement he
from the U.S. except as otherwise
determined by the President or under
delegation from him?

FAA Sec. 604(d). If the cooperating

country discriminates against marine
insurance companies authorized to do
business in the U.S., will commodities be
insured in the United States against
marine risk with such a company?

FAA Sec. 604(e); ISDCA of 1980 Sec.
705(a). If non-U.S. procurement of
agricultural commodity or product thereof
is to be tinanced, is there provision
against such procurement when the
domestic price of such commodity is less
than parity? (Exception where commodity
financed could not reasonably be procured
in U.S.)

PAA Sec. 604(g). Will construction or
engineeriny services be procured from
tirms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for those

Yes, under AID-
established procedures.

YES

Tunisia does not
discriminate against
U.S. marine insurance
companies.

No such procurement
is contemplated.

N/A



10.

- 22 -

countries which receive direct economic
assistance under the FAA and permit
United States firms to compete for
construction or engineering services
financed from assistance programs of
these countries.)

FAA Sec. 603. 1Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least

50 percent of the gross tonnage of
commodities (computed separately for d4dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

FAA Sec. 621(a). If technical assistance
is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
practicable? Will the facilities and
resources of other Federal agencies be
utilized, when they are particularly
suitable, not competitive with private
enterprise, and made available without

undue interference with domestic programs?

International Air Transportation Fair
Competitive Practices Act, 1974. If air
transportation of persons or property is
financed on grant basis, will U.S.
carriers be used to the extent such
service is available?

FY 1988 Continuing Resolution Sec. 504.
If the U.S. Government is a party to a
contract for procurement, does the
contract contain a provision authorizing
termination of such contract for the
convenience of the United States?

FY 1988 Continuing Resolution Sec. 524.

If assistance is for consulting service

through procurement contract pursuant to
5 U.S.C. 3109, are contract expenditures
a matter of public record and available

for public inspection (unless otherwise

provided by law or Executive order)?

NO

No technical
assistance 1is
contemplated under
this program.

YES

No such contract is
contemplated. However,
if a direct contract
is executed, it will
contain such a
provision.

N/A

/ vx



B.

C.

- 23 -

CONSTRUCTION

1 L]

FAA Sec. 601(d). If capital (e.qg..
construction) project, will U.S.
engineering and professional services be
used?

FAA Sec. 611(c). If contracts for
construction are to be financed, will
they be let on a competitive basis to
maximum extent practicable?

FAA Sec. 620(k). If for construction of
productive enterprise, will aggregate
value of a'sistance to be furnished by
the U.S. not exceed $100 million (except
for productive enterprises in Egypt that
were described in the CP), or does
assistance have the express approval of
Congress?

OTHER RESTRICTIONS

1.

FAA Sec. 122(b). If development loan
repayable in dollars, is interest rate at
least 2 percent per annum during a grace
period which is not to exceed ten years,
and at least 3 percent per annum
thereafter?

FAA Sec. 301(d). If fund is established
solely by U.S. contributions and
adninistered by an international
organization, does Comptroller General
have audit rights?

FAA_Sec. 620(h). Do arrangements exist
to insure that United States foreign aia
is not used in a mannar which, contrary
to the best interests of the United
States, promotes or assists the foreign
aid projects or activities of the
Comnunist-bloc countries?

N/A

N/A

N/A

N/A. Program is
grant-financed.

N/A

YES



4 .
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Will arrangements preclude use of
financing:

a.

FAA Sec. 104(f); FY 1987 Continuing
Resolution Secs. 525, 538. (1) To
pay for performance of ahortions as a
method of family planni - or to
motivate or coerce persons to
practice abortions; (2) to pay for
performance of involuntary
sterilization as method of family
planning, or to coerce or provide
financial incentive to any person to
undergo sterilization; (3) to pay for
any biomedical research which
relates, in whole or part, to methods
or the performance of abortions or
involuntary sterilizations as a means
of family planning; or (4) to lobby
for abortion?

FAA Se:. 483. To make reimburse-
ments, in the form of cash payments,
to persons whose illicit drug crops
are eradicated?

FAA Sec. 620(3). To compensate
owners for expropriated or
nationalized property, except to
compensate foreign nationals in
accordance with a land reform program
certified by the President?

FAA Sec. 660. To provide training,
advice, or any financial support for
police, prisons, or other law
enforcement forces, except for
narcotics programs?

FAA Sec. 662. For CIA activities?

FAA Sec. 636(i). For purchase, sale,
long-term lease, exchange or guaranty
of the sale of motor vehicles
manufactvred outside U.S., unless a
waiver ic obtained?

Yes to (1) through (4)

YES

YES

YES

YES

YES
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FY 1988 Continuing Resolution Sec.
503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for prior or current
military personnel?

FY 1988 Continuing Resolution Sec.
505. To pay U.N. assessments,
arrearages or dues?

FY 1988 Continuing Resolution Sec.
506. To carry out provisions of FAA
section 209(d) (transfer of FAA funds
to multilateral organizations for
lending)?

FY 1988 Continuing Resolution Sec.
510. To finance the export of
nuclear equipment, fuel, or
technology?

FY 1988 Continuing Resolution Sec.
5§11. For the purpose of aiding the
efforts of the government of such
country to repress the legitimate
rights of the population of such
country contrary to the Universal
Declaration of Human Rights?

FY 1988 Continuing Resolution Sec,
§16; State Authorization Sec. 109.

To be used for publicity or
propaganda purposes designed to
support or defeat legislation pending
before Congress, to influence in any
way the outcome of a political
election in the United States, or for
any publicity or propaganda purposes
not authorized by Congress?

YES

YES

YES

YES

YES

YES



2(A)2 - NONPRGJECT ASSISTANCE CHECKLIST

The criteria listed in Part A are applicable
cgenerally to FAA funds, and should be used
irrespective of the pregram's funding source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the funding source for
tiie program.

CROSS RETFEZRENCES: IS5 COUNTEY CHECKLIST UP TO,
PATE? KEAS STANDARD ITEM
CAECKLIST BEEN REVIEWED?

A. CTMERAL CRITERIA FOR MONPROJECT ASSISTALCE

1. FY 1987 Continuing Resolution Sec. 523
FA)\ Sac. 634A. Decscribe how
authocization anrd appropriations
committees of Senate and House have
been or will be nctified concerning
the project.

2. T2A Sec. 611(3)(2). 1If further
legislative action is required within
recipient country, what is basis for
reasonable expectation that such action
will be combpleted in time to permit
oréecly accomplishment of purpose of the
assistance?

3. FAA Seec. 209. Is assistance more
efficiently and effectively provided
through regional or multilateral
organizations? 1If so, why is assistance
not so provided? Information and
conclusions on whether assistance wiil
encourage developing countries to
cooperate in regional development
programs.

An Advice of Program
Change and an Activity
Data Sheet have been
submitted to Congress.

No legislative action
is required.

NO

Assistance is not
expected to encourage
regional development
programs,


http:Descr.be

FAA Sec. 60Ni(a). Information and
conclusions on thether assistance will
encourage ertforts of the country to:

(a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cocperatives, credit unions,
and savings and loan associations;

(d) discourage monopolistic practices;
(e) improve tcchnical efficiency of
industry, agriculture, &nd commerce; and
(f) strengthen frze labor unions.

FRA Sec. 601(h). Information and
conclusions on how assistance will
encourage U.S. private trade and
investment abroad and encourage private
U.S. participation in foreign assistance
nroygrzms (including use ci private trade
channeis «nd the services of U.S. private
enternrise).

TAh Secs. 612(bY, 636(h): FY 19”7
Continuing Resolution Secs. 507, 5G9.
Describe steps taken to assure that, to
the maximum extent possible, foreign
currencies owned by the U.S. are utiliced
in lieu of dollars %o meet the cost of
contractual and other services.

FAA Sec. 612(d). Does the U.S. cwn
excess foreign currency of the country
and, if so, what arrangements have been
made for its release?

FAA Sec. 60l(e). Will the assistance
utilize competitive selection procedures
for the atwvarding of contracts, except
where applicable procurement rules allow
otherwise?

FAA 121(d). If assistance is being
furnished under the Sahel Development
Program, has a determination been made
that the host government has an adequate
system for accounting for and controlling
receipt and expenditure of A.I.D. funds?

FY 1987 Continuing Resolution Sec. 532.
Is disbursement of the assistance
conditioned solely on the basis of the
policies of any multilateral institution?

Program can help foster
international trade

and private
initiatives/competition.

Program will have
a small, positive
impact re C-F.

Program will increase
U.S. trade. Program will
have minimal impact

on encouragement of U.3.
private sector in

foreign assistance
programs.

N/A

Program provides
foreign exchange
for the purchase

of U.S. feed grains.

NO

YES

N/A



B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

1.

Nonproject Criteria for Economic Support
Fund

a. FAA Sec. 531(a). Will this
assistance promote economic and political
stability? To the maximum extent
feasible, is this assistance consistent
with the policy directions, purposes, and
programs of Part I of the FAA?

b. FAA Sec. 531(e). Will assistance

" under this chapter be used for military

or paramilitary activities?

c. FAA Sec. 531(d). Will ESF funds made
available for commodity import programs
or other program assistance be used to
generate local currencies? If so, will
at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 1067

d. FAA Sec. 609. If commodities are to
be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arraungements been made?

e. FY 19¢8 Continuing Resolution. 1If
aseistance is in the form of a cash
trancfer: (a) are all such cash
payments to be maintained by the country
in a separate account and not to be
comuingled with any other funds? (D)
will 211 local currences that may be
generated with funds provided as a cash
transfer to such a country also be
deposited in a special account to be used
in accordance with FAA Section 609 (which
requires such local currencies to be made
available to the U.S. governnent as the
U.S. determines necessary for the
requirements of the U.S. Government, and
which requires the remainder to be used
for programs agreed to by the U.S.
Government to carry out the purposes for
which new funds authorized by the FAA

YES

YES

NO

YES

YES

YES. These are
included in the Program.

N/A. Program is
an ESF Commodity
Inport Program Grant.



would themselves be available)? (c) Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash
transfer assistance?

f. FY 1988 Continuing Resolution. Have
local currencies generated by the sale of
imports or foreign exchange by the N/A
government of a country in Sub-Saharan
Africa from funds appropriated under
Sub-Saharan Africa, DA been deposited in
a speclial account established by that
government, and are these local
currencies available only for use, in
accordance with an agreement with the
United States, for development activities
which are consistent with the policy
directions of Section 102 of the FAA and
for necessary administrative requirements
of the U. S. Government?

2. Nonproject Criteria for Development
Assistance

a. FAA Secs. 102(a), 111, 113, 2B1l(a).
Extent to which activity will (a)
effectively involve the poor in
development, by expanding access to
economy at local level, increasing
labor-intensive production and the use of N/A. Activity is
appropriate technology, spreading an ESF Program.
investment out from cities to small towns
and rural areas, and insuring wide
participation of the poor in the benefits
of development on a sustained basis,
using the appropriate U.S. institutions;
(b) help develop cooperatives, especially
by technical acsistance, to assist rural
and urban poor to help themselves toward
better life, and otherwise encourage
democratic private and local governmental
institutions; (c) support the self-help
efforts of developing countries: (d)
promote the participation of women in the
national economies of developing
countries and the improvement of women's
gstatus; and (e) utilize and encourage
regional cooperation by developing
countries?




b. FAA Secs. 103, 103A, 104, 105, 106,
120-21. Is assistance being made
available (include only applicable
paragraph which corresponds to source of
funds used; if more than one fund source
is used for assistance, include relevant

paragraph for each fund source):

(1) [103] for agriculture, rural
development or nutrition; if so

(a) extent to which activity is
specifically designed to increase
productivity and income of rural poor;
[103A) if for agricultural research,
account shall be taken of the needs of
small farmers, and extencive use of
field testing to adapt basic research
to local conditions shall be made; (b)
extent to which assistance is used in
coordination with efforts carried out
under Sec. 104 to help improve
nutrition of the people of developing
countries through encouragement of
increased production of crops with
greater nutritional value; improvement
of planning, research, and education
with respect to nutrition, particularly
with reference to improvement and
expanded use of indigenously produced
foodstuffs; and the undertaking of
pilot or denonstration programs
explicitly addressing the problem of
malnutrition of poor and vulnerable
people; and (c) extent to which
activity increases national food
security by improving food policies and
manhagement and by strengthening
national food reserves, with particular
concern for the needs of the poor,
through measures encouraging domestic
production, building national food
reserves, expanding availzble storage
facilities, reducing post harvest food
losses, and iuwproving food distribution.

N/A. Activity
is an ESF Program.

(/)(/ ;’



(2) [104) for population planning
under Sec. 104(b) or health under Sec.
104(c); if so, extent to which activity
emphasizes low-cost, integrated
delivery systems for health, nutrition
and family planning for the poorest N/A
people, with particular attention to
the needs of mothers and young
children, using paramedical and
auxiliary medical personnel, clinics
and health posts, commercial
distribution systems, and cther modes
of community outrearch.

(3) [105]) for education, public
administration, or humin resources
development; if so, (&) extent to which
activity strengthens nonformal
education, makes formal education more
relevant, especially for rural families N/A
and urban poor, and strengthens
management capability of institutions
enabling the poor to participate in
development; and (b) extent to which
assistance provides advanced education
and training of people of developing
countries in such disciplines as are
required for planning and
implementation of public and private
development activities.

(4) [106] for technical assistance,
energy., research, reconstruction, and
selected development problems; if so,
extent activity is:

(1)(a) concerned with data collection
and analysis, the training of skilled
personnel, research on and
development of suitable energy
gources, and pilot projects to test
new methods of energy production; and
(b) facilitative of research on and
development and use of small-scale,
decentralized, renewable energy
gources for rural areas, emphasizing
development of energy resources which
are environmentally acceptable and
require minimum capital investment;

N/A



(ii) concerned with technical
cooperation and developnent,
especially with U.S. private and
voluntary, or regional and
international development,
organizations;

(iii) research into, and evaluation
of, economic development procesees
and techniques;

(iv) reconstruction after natural or

manmade disaster and programs of
disaster preparedness;

(v) for special development
problems, and to enable proper
utilization of infrastructure and
related projects funded with earlier
U.S. assistance;

(vi) for urban development,

especially small, labor-intensive
enterprises, marketing systems for
small producers, and financial or

other institutions to help urban poor

participate in economic and social
development.

(5) [120-21] for the Sahelian region;
if so, (a) extent to which there is
international coordination in planning
and implementation; participation and
support by African countries and
organizations in determining
development priorities; and a

long-term, multi-donor ﬂevelopment plan

which calls for equitable
burden-sharing with other donors; (b)
has a determination been mzde that the
host government has an adegquate system
for accounting for and controlling
receipt and expenditure of projects
funds (dollars or local currency
generated therefrom)?

c. FAA Sec. 107. 1s special emphasis
placed on use of appropriate technology
(defined as relatively smaller,
cost-saving, labor using technologies
that are generally most appropriate for
the small farms, small businesses, and
small incomes of the poor)?

N/A

N/A

(N



d. FAA Sec. 281(b). Describe extent to

which the activity recognizes the
particular needs, desires, and capacities
of the people of the country; utilizes
the country's intellectual resources to
encourage institutional development; and
supports civic education and training in
Bkills required for effective
participation in governmental and
political processes essential to
self-government.

e. PFAA Sec. 10l(a). Does the activity
give reasonable promise of contributing
to the development of economic resources,
or to the increase of productive
capacities and self-sustaining economic
growth?

N/A

N/A

(b/
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5 0 4 O 4 1 Economicue et Technique en Tunisie

0 BJET /Coopération Tuniso~Américaine.
Projet de Sauvergarie de Cheptel.

P. JOINTE / Une (i)

_/'el 1'honneur de porter & votre connaissance que
dans le cadre du programme de cauvergarde de Cheptel financé sur
les Fonds de contron~partie de 1'aide alimentaire d'urgence, le
Yinisttre de 1'Agriculture envisage la réalisation des actions

figurant dans le document ci-;cint.
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PC‘): G20 | programme en question.
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ANNEX 1

PROJET DE CREATION DE RESERVES
ET D'AMELIORATION DES RESSOURCES FOURRAGERES
DANS LE CENTRE DE LA TUNISIE

1/INTRODUCTION

Le présent document est une fiche d'identification de projet.

Elle trace les grandes lignes d'une stratégie destinée & la création de
ressources fourragéres et pastorales supplémentaires et une infrastructure

de stockage et de distribution susceptibles d'améliorer les capacités du

pays & faire face aux besoins trés importants en aliments de bétail nécessaire
a la sauvegarde du cheptel national dans le centre du pays. Cette action devie
impérieuse durant les périodes de soudures ou de disettes prolongées qui sont

assez fréquentes dans la région. La durée de ce projet est de deux ans.

Les actions a entreprendre dans le cadre de ce projet et & finance
sur les fonds provenants de la vente du mais (3.341.OOOD) objet du don AID N°,
664-K-601 concerneront

A. 1'amélioration pastorale, qui comportera l'amélioration des
productions pastorales herbacées mais surtout la création de plantations

fourragéres arbustives destinées 3 servir comme réserve fourragére sur pieds.
g g P

B. la création du points d'eau sur les parcours, pour permettre
1'installation des arbustes et améliorer les conditions d'abreuvement du
cheptel. Ces pouints d'eau peuvent étre, suivant les sites pastoraux coi- i-déres

soit, des bassins de retentions, soit des puits de surface ou profonds.

C. la consolidation d'ouvrages de conservation des ecaux et du sol,
par l'établissement de plantations arbustives fourragéres ou autres, cu la
création de bandes enherbées, ou toute autre technique suscept:ole de mainteni

les ressources en eau et sol en place.

D. l'augmentation des capacités de traitement de la paille &
1'ammoniac dans le centre du pays par l'acquisition de nouveaux matériels

de transport et d'injection.

ol ues



E. la construction d'abrits de stockage d'aliments de bétail, sous
forme de foin, d'aliment concentré ou de bouchon de son. C'est & partir de
ces centres de stockage qu'aura lieu la distribution des sliments du bétsil,
il est nécessaire de prévoir du matériel de transport dans un ou plusieurs
centres pour couvrir un ou plusieurs gouvernorats. Ces abrits pourront étre
convertis en atelier d'engraissement ou de récupération d'agneaux, qui au
morment des disettes sont vendus 3 la boucherie 3 des poids trés réduits
(16 A4 20 kg poids vif).

11/ LES ACTIONS A ENTREPRENDRE

1. L'amélioration pastorale

Cette action pourrait étre exécutée rapidement avec la conjuguaisor
des efforts de la direction des foréts et de 1'Office de 1'flevage. La directit
des foréts prendrait & charge d'installer 1600 ha d'accacia cyano-phylla et
1580 ha de cactus sur les terres collectives privées. L'0ffice de 1'Elevage
prendrait en charge l'installation de 2000 ha de cactus inerme dans les

parcours privées et collectifs,

Les incidences financiéres du ce programme sont indiquées au

tableau suivant

Tableau 1 : ColOt estimatif des actions d'amélioration pastorale

at d'installation d'arbustes fourragers

'pastornlu

] ] ¥ ] T
, Organisme , Nature de , Superficie , Coat Total (D)
i intervenant | ]'intr"ventioni hectares | '
P : ! . ! ! !
| Dlr%ctlon des !P}qntatlon ! 1600 ha | 800.000 |
| forets d'arbust es ' | !
' Direction des "Plantat ion de ! . ! !
' forétls 'Cactus ! 1500 ha ! 364 .000 !
' ' | ' ]
, 0.E.P. , Plantat, Cactus | 2000 ha | 300.000 |
i action des deux 'Divcrsos nctions' | ;
, organismes ydramélioration | 5100 ha \ 1464.,000 '
! ! ! !
! ! !

f !




2. Création de points d'esu sur, ou autours des parcours

Les sites pastoraux n'étant pas définis, il n'est pas possible,
pour le moment, de dire avec précision qu'elles seraient les types de points
d'eau & mettre en place. Toutefois, il serait judiscieux de prévoir une envelop
financiére d'environ 274.000 D qui serait confiée & la direction du génie
rural pour lui permettre, une fois les sites d'installation définis, de pouvoir

entamer 1l'ensemble des actions prévues :

points d'eau 274.000 D

3. Consolidation d'ouvrages CES

Ces interventions concernernnt la mise en place d'arbustes
fourrages ou d'herbacées pluriannuels pour stabiliser les ouvrages du conser-
vation des sols, nouvellement crées.

Le coGt de ses interventions serait du l'ordre de

-plantations de consolidation des ouvrages sur 5727 ha : 630.00(

4. Traitement de la pallle & 1'ammoniac

Cette action se concretisera par l'installation de citernes
mobiles de grande capacité (20 T) qui permettraient de rapprocher la source
d'ammoniac aux régions oU s'accomplit le traitement. Ainsi, il est prévu
d’'installer 3 citernes tractées par camions dans les gouvernorats du Kairouan,
Zaghouan, et El Kef. Cette distribution permettra non seulement de reduire le
temps de transport passe entre l'usine SACPA du Gabes et le lieu de traitement
mais, eéventuellement aussi de desservir en ammoniac les unités de 1'0CP ou
d*autre-organismes qui opereraient dans le nord du pays.

- 3 citernes tractées par camion de 20 T

T x 112 000 P = 336.000°

5. La construction de centres de sauvegarde de cheptel

Ces centres seront destinds au stockage des alwments de bétail

el A la récupération et a l'engraissement d'agneaux.



Ils seront construits en charpente mettaliques et en dur. Ils
permettront de stocker environ 1500 T d'aeliment de bétail par E;ntre sous la
forme de bouchons de son, de luzerne,; de pulpe de betterave ou d'aliment
concentré. Ces centres seront implantés dans cing gouvernorats de la Tunisie
centrale et des zones marginales (Gafsa, Sidi Bouzid, Kairouan, Zaghouan et
£l Kef).

Trois de ces centres disposeront d'un camion avec semi remorque
de 30 T qui permettront le transport des produits stockés sait, des centres ve:
les régions ou le besoin en aliments de bétail et ressenti, soit des lieux de

production ou d'importation des aliments vers le centres de stockage.

Ces mémes centres de stockage joueraient aussi le role d'atelie:
de récupération et d'engraissement d'agneaux pour permettre & 1'OEP, d'ure
part, de pouvoir liquider ley vieux stocks d'aliments de bétail en installant
des ateliers d'engraissement d'agneaux lors des bonnes années ; d'autre part,
de permettre & 1'0CP d'intervenir lors des périodes d'extreme sécheresse pour
récupérer les agneaux qul seraient vendus prématurement 4 la boucherie & des

poids réduits (entre 14 et 20 kqg).

-construction de 5 centres de sauvegarde du cheptel

2000 m2 /centre x a9D/m2 (genie c1vil + charpente) = 98 OOOD
98 000 x S5 = 490 000 D
-2 camions avec semi remorques de 30 T
73500° x 2 - 147 000 D

TOTAL 637 000 D

111/ RECAPITULATIF DCS ACTIONS PREVUES ET LEUR INCIDENCE FINANCICRE PAR
OPERATEUR

Voir page suivante.



W

FONDS DE CONTRE-PARYIC AID

ACTIONS A ENTREPRENDRE

0.E.P.
Inportance Calt /D

Plantation d’accacia
Plantation de cactus

Créat:on de points d'eau
Comenlidation d'ouvrages de CES

Traitement parlle & 1'ammoniac

Construction centres de sauvegarde
du cheptel + 3 rcamiors

2000 Ha 300.000

3 umtés 336.000
mobiles.

S5 centres 637.000

TOTAL

DIRECTION DIRECTION DIRECTION TOTAL
(Forét) (C.E.S.) (G.R.) )

Inportace Codt/D | Importance Coit/D | Importance Colt/D | (Dinars)
1600 800.000 - - 800.000
1500 364.000 - - 664.000
- - X 274.000 274,000
- 5727 Ha 630.000 - 630.000
336.000
- - - 637.000
1.273.000 1.164.2100 630.000 A74.000 3.341.000




REPARHIHHJDESACTIONQEZR GOUVERNORAT

(0.E.P., D/IGREIS, C.E.S., D/GINIE RURAL)

GOUVFRNORATS

ACTIONS

Plantation d'accaria (Ha)
Plantatron cactus (Ha)

Crésticn de points d'eau
Corsolication cuirages CLS (Ha)

Traiterent paille 3 1'ammoniac

Centres de cauveqgarde

i

KATROUAN

500

Y unité

DU _FONDS AID

SIDI BOKID GA A KASSERINE KEF SILIANA | ZAGHOUAN TOTAL
300 400 200 300 1.600
650 1.100 400 300 300 3.500
- - - - - - X
700 500 2.000 427 1.200 400 5.727

1 unité 1 unité 3 unités
1 1- 1 1 5
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SPECTALE AMERICAINE DE COOPERATION
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0 BJET/ Coopération Tuniso-aménicaine
Programmes d'4impontation (C.1.P)
dur Les fonds de Soutien Economique
des années 1986 et 19§7.

P. JOINTE / Spécimen de sdignature.
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Monsicun Le Dinecteuwnr,

J'ad 2'honneurn de porter d votre connaissance que
L'équivalent en dinans tundisdiens des 4,7 MillLions de $ US
prelévés sur Les Fonds de Soutien Economique de 2'année 1966
a &té viné Le 24 Avundl 1987 au compte spécial ouvert a cet
effet a La Banque Centrale de Tundisde.

Ce montant se chifgre a 3.953.665,201 dinars
tunisdens.

Par ailleuns vous voudniez bden thouver cd-fodnt,
Le Apécimen de sdignatune de Monsiewrn ledn EL MESTIRI, Dinecteurn
Génénal de La Coopération au Ministire du PLan et des Finances,
désigné comme neprésentant du qouveanement tundsdien poun La
programmation des fonds de cor.  pautdie provenunt de La do-
tation E.S.F de £'année 1987 pour Le programme d'simportation

de £'année en couns.
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1969 - 1971

1966 - 1969

1962 - 1966

1959

1958

Degrees:

Languages:

Awards: 1981
1968
Address:

Office:

Soe 30’0 274,

Development Assistance Advisor, U.S. Mission
to the 0.E.C.D. (DAC donor coordination with
emphasis on burden-sharing and concessional-
ity, monitoring and evaluation of OECD Devel-
opmen: Center and Technical Cooperation Pro
tram, representation at relevant meetings of
OECD Budget Committee, participation on U.S.
delegations to UNCTAD Trade and Development
Board) ;

AID Operations Officer, USAID/Niger and USAID/
Upper Volta (commencing as Deputy AOO, USAID/
Niger and finishing as sole USAID representa-
tive in both countries as regional emphasis
transformed former bilateral programs: duties
included project monitoring, evaluation, sup-
ervision of extensive contract staff, nego-
tiations with host governments, UNDP, and
bilateral donor agencies);

Department of Examinations, University of
London (administration of university
examination system);

Estates Administrator, Royal Trust Company of
Canada (management of estates and trusts).

M.Sc.(Econ./International Law), University of
London, 1962;

Postgraduate Diploma (International Affairs),
University of London, 1960;

B.A. (International Relations), Stanford
University, 1958;

French -- Used constantly during all overseas
UN and AID assignments (UN Language Pro-
ficiency Certificate awarded 1973);

Italian -- Moderate fluency -fellewd -8,
" hi i and us€ during) UN

years high school ds—Reme
assignmenrts, ia—-Sewnatie—and—Portugats

Department of State group Superior Honor Award
to State/I0 Evaluation and Planning Division;

LesAl e

AID Meritorious Honor and Cash Incentivg ULV v
Awards while Acting AOO, USAID/Niger,

6923 Espey Lane, '
McLean, Virginia 22101 (tel. 703-734-0058);

072 -
AID/ANE/PD/EA, Rm 3313-A N.S. (te1>k647-9639).
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