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TAHELE 1 - LONG RANGE PLAN BY APPROPRIATION ACOOUNT ($ thousands)
Decision Unit USATD/LISEON

FY 1979 FY 1980 FY 1981 REQUEST PLANNING PERTIOD
Develiopmnent Est. Est. Minimum Current AAPL 1982 1983 1984 1985

Asgistance

Agriculture

Rural Dev. &

Nutrition
Grants

Population
Grants

Health
Grants

P —

Education
Crants i

Selected Dev,
aActivities i
Grants : o
Loans

SUBTOTAL
Grants
Loans

Other Da
Grants
I'pans

TOTAL DA
Grants

E
i
|
|
|
Loans i

0 L)
0 0 0 ;i 0 o 0 4]
Security Supporting iL
Grants 0 3,000 0 3,000 0 4] o
30,000 0 0 30,000 0 0 0

Loans
{20,000) H(20,000) (4] (20,000)§ {20,000} 1 (20,000} 0 0
!

[= o]
o

e L A
o
L]

== N

Base Agreement y

TOTAL SSA

[=]

30,0004 3,000 | 0 {33,000 0 o | o 0
f

(40,000)1:(40,000) | (40,000)] o
o [ o 0 0 0
0 ) 0 0 0

pr-480
Title I {(40,000)(40,000) §(40,000)
(Title III) 0 0 0
Title IT 0 0 h 0

OO0

1/ Non-Add
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EXPLANATORY ANNEX TO TABLE III

Decision Unit USAID/LISBON

Explanation of Change in FY 1980 Funding Level

Change (+ or - )
Project No. {$000)
0001 + 3,000

Balance of
Payments III + 30,000

Reassesament of Portugal's medium-term econamic
assistance needs calling for a continuation of
U.S. aid. (Justification contained in CDSS of
May 1979)

Not shown in 1980 C.P. {See CDSS of May 1979
for supporting economic analysis)
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Decision Unit USAID/Portugal

Decision Package Minimum/AAPL

The overall justification for extending balance of payments loan
financing and technical assistance grant firnancing to Portugal
beyond FY 1980 is provided in the Mission's Country Development
Strategy Statement for FY 1981 which has been submitted under
separate cover, That justification provides the rationale for
assistance at the AAPL decision package level. The Mission
believes that first priority for assistance in FY 1981 should

be given to continued PL-48C assistance related tc a sound GOP
agricultural investment strategy and to a technical assistance
grant to continue to support institutional links being establish-
ed between the U.S. and Portugal in a variety of development
fields, Local currencies made available from PL-480 Title I
imports to support the technical assistance activities financed
from the grant, will increase the impact of grant technical
assistance on Portugal's economic develorment. Continued
minimum balance of payments support is also reguired if the U.S.
is to affect development policy at a macro-eccnomic level and
play a reole in encouraging maximum European support for Portuguese
development.

The workforce projected for the minimum decision package is, in
essence, a continuation of the staff which has administered the
US Government's financial assistance programs in Portugal since
FY 1976 with the exception of a reduction of one American and

2 local employees whose positions will be eliminated in the course
of FY 1981 as several loan projects are terminated (See Table IX
for a more detailed justification of the basic workforce). The
implementation of project loans in the pipeline and the labor
intensive technical assistance program does nct permit a sharper
reduction of an already minimum staff unless certain functions
e.g., financial management, are transferred back to Washington.

The basic workforce at the AAPL level will not be increased from

the minimum level inasmuch as the proposed funding at the AAPL
decision nackage level represents an increase of only one activity
from the minimum decision package level, namely a balance of payments
cash transfer to the Government of Portugal for which no additional
personnel are required.

LN
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DECISION UNIT: USAID/LISBON

TABLE VIII-A

COMMENTARY ON OPERATING EXPENSE BUDGET

The effect of the restrictions imposed on the use of Personal
Services Contracts (PSC) for program implementation and mission
cperations in Portugal has been minimal during FY 1979. Only
$1,600 of a $25,000 authorization for Operating Expense funded
P5Cs has been utilized to date and no additional use of this
mechanism is foreseen during the remainder of this fiscal year.
Similarly, we do not anticipate a need for PSCs in FY 1930 and
FY 1981 inasmuch as we currently have sufficient direct hire
staff on board to administer our assistance program. Should
some unusual requirements for technician services develop 1in
FY 1980 or FY 1981, we foresee the need being met by means other
than a PSC.

The impact of travel restrictions has not significantly hampered
our program implementation. However, we have experienced some
additional workload in securing waivers from AID/W to exceed the
limitation imposed on international travel. 1In both instances
AID/W responded affirmatively to our requests.

Portugal continues to experience the highest inflation rate in
Europe, currently running at abeout 28% per annum. Our Embassy
colleagues estimate that the inflation rate will averagse approxi-
mately 26% in FY'80 and 24% in FY'81. For the most part during
this budget exercise we have used these rates, adjusted for
exchange rate savings indicated below, to project increases in
Escude costs. In addition teo this general rule, separate rate
increases for Escudo components of the following allowances were
used:

FY' 80 FY' 81
Living Quarters Allowance 30% 25%
Temporary Lodging Allowance 25% 20%
Per Diem in Portugal 25% 204

Increases in salaries for our Foreign Nationmal Direct Hire
employees were estimated using Embassy projections, as follows:

18% Increase effective P.P. 2 in FY 80O
16% Increase effective P.P. 2 1in FY 81

The inflation factor used for doilar costs in FY 80 and FY 8%
was 10% per annum,

According to recent official statements by the Bank of Portugal,
the Escudo is expected to depreciate at approximately 1% per
month over the near term. The Embassy is estimating a slightly
lower rate of depreciation for FY 80 and about one half of one



%
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percent per month in FY 81. We have taken the Embassy's
anticipated exchange rate changes into consideration in
estimating funds required for the periods FY 75 - 81.

In view of our decision to apply one or more different infla-
tion factors (depending on the nature of the expenditure), we
would find it quite time consuming to indicate the applicable
inflation factor used for each budget line item without present-
ing lengthy budget detail. We believe the above general comments
should suffice to indicate the approach used.

Comments on significant changes in operating costs for Personnel,
Housing and Office Operations from FY 79 to FY 81 follow:

PERSONNEL FY 79 FY 80 FY 81
Line 2 - U.S, Citizens Base Pay 257.6 251.3 237.7
Line 3 - Part time Base Pay 13.9 12.9 -

271.5 264.2 237.7

The difference in cost between FY 79 and FY 80 is attributable
to a slightly lower grade level for one employee as compared

to his predecessor andshort periods of dual incumbency for
another in FY 79. Between FY 80 and FY 81 the difference is

due to the planned elimination in FY 81 of an American Secretary
{part time) and Capital Project Development Officer positions.

Line 6 - Other Code 11 19.7 LA .2

The FY 79 amount is attributable almost entirely to the cost
of terminal leave paid to a retiring USDH emplovee.

Line 10 - Post Assignment Travel 5.7 10.6 1.0
Line 11 - Post Assignment Freight 55.2 71.1 .5
60.9 81.1 1.5

Included in FY 79 are the costs associated with the replacement
of the AlD Representative and the Controller. In FY 80 trans-
fers are anticipated for the Program Officer, General Develop-
ment Officer and Executive Assistant and costs connected with
their replacements have been budgeted,

Line 18 - FNDH Basic Pay 110.4 137.0 i43.4

For the most part, increases between the fiscal years are attrib-
utable to inflationary factors, but reduced somewhat by antici-
pated exchange rate savings. Another contributing factor is that
the salary cost of three employees will be reflected fully in

FY 80, whereas their cost was only partially included in FY 79,
since they were initially hired during the earlier vear. It
should be noted that the projected increases are based on antici-
pated percentage increases as determined by the Embassy.

. - e m
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HOUSING FY 79 FY 80 FY 81

Line 34 - Quarters Allowance 44.5 55.2 76.3

These estimates are based on the inflationary factors discussed
above and take into consideration the planned personnel changes.

Line 35 - Residential Furnishings
and Equipment 13.0 14.0 -

Line 36 - Transportation 5.3 6.0 -
18.3 20.0 -

In FY 79, a budget provision has been made for one set of
furniture and related residential furnishings which are expected
to be needed by the replacement AID Representative. It should
be noted that the present AID Representative has been supplied
with only minimal amounts of AID owned furniture and equipment.
In FY 80, the cost of an additional set of furniture, appliances
and rugs has been budgeted to accommodate anticipated personnel
changes. Of the seven American personnel currently entitled to
residential furnishings, only four sets of furniture have been
purchased since this mission was establiished. In the past,
owner-furnished housing was readily available to present staff.
However, the housing situation has changed, and newly assigned
officers most likely will have to accept unfurnished housing.

Line 37 - Rent 7.8 15.0 15.0

The increased rental cost reflects anticipated market conditions
expected to prevail when the replacement AID Representative nego-
tiates for living quarters in August or September, 13579,

OFFICE OPERATIONS

Line 43 - Rent 34.0 29.9 9.2

The decrease between FY 79 and FY 80 is due, 1n large part, to
the fact we currently have a favorable fixed sum Escudo lease

and can benefit from anticipated exchange rate savings when
payments are made in FY 80. For FY 81, the exchange rate savings
will be offset by the fact we will have to renegotiate the lease
at a higher cost.

Line 52 - International Operational
Travel 24,1 30.4 18.2

The cost increase between FY 9 and FY 80 is due to inflationary
increases in transportation costs, number of trips and the

recent change in AID policy affecting the funding of travel i.e.,
the requesting office must fund the travel. We have included

for ¥Y 75 the TDY costs of 5 trips of AID/W employees/consultants
to USAID/Portugal. It is possible we will not have to fund all
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these costs depending on the speed with which the changes in
funding rules are implemented. For FY 80 see separate Table
VIII-C for details on International Travel. FY 81 reflects

a considerable reduction in the number of planned trips and

related costs based on current estimates.

kY 79 FY 80 FY 81

Line 53 - Domestic Operational
Travel 35.4 47.5 46.4

Necessary domestic travel within continental Portugal, to the
Azores where USAID maintains a regional office with 2 FENDH
employees and to the Madeira islands is expected to be heavy
in FY 80 with project implementation at a peak. The total
number of trips is estimated at approximately 135. Small
decreases in the number of trips are planned for FY 81.

Line 55 - Vehicle _ - 6.5 -
Line 56 - Transportation ~ 1.6 -

We propose to replace the 1975 Plymouth Valient in FY 80 with
a Chevrolet Sedan due to increased operating costs and the
fact the Plymouth has reached the age replacement standard.

The Embassy Joint Local Compensation Plan provides the follow-
ing benefits for USAID FNDH employees:

A. Vacation and Christmas bonuses (one month's pay for each

bonus};
B. Group Health and Medical
Insurance (payment of 80% of the
premium};
C. Food Allowance (equivalent to about $309

per annum);
D. Small Family Allowance

E. Severance Pay (Four weeks salary for each
year of service. However,
a payment shall not be less
than twelve weeks' salary).

Operating Expenses have not been used tc support program funded
personnel,

By implementing a large program with an authorized staff of

8 U.S.D.H. (including a regional engineer and part time resident
hire) and 19 F.N.D.H., the USAID is materially contributing to

a substantial savings of Operating Expenses.

b L e .
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DECISION UNIT: USAID/LISBON

TABLE IX

SUPPORTING NARRATIVE ON POSITION REQUIREMENTS

Based upon a careful review of our portfolio of projects and
other activities planned for FY 81, we are convinced there is

a requirement for 6 American and 17 foreign national positions
as a minimum to properly carry out our mandate. This assumes
that the projected workload will permit the elimination of the
American Secretary position and the Capital Project Development
Officer position as well as 2 foreign national pesitions in

FY 81. These planned reductions are compatible with the down-
ward trend in the number of active projects and activities for
which we are responsible.

No further reductions in USDH or FNDH personnel are consistent
vith sound management for the following reasons:

a) Project Loan Pipeline:

A project loan pipeline of an estimated US$ 11.2 million will
£till exist and will involve monitoring of final disbursement
and the completion of construction.

b} Technical Assistance

Far more important, however, will be the continuing technical
assistance program which is the most labor intensive part of
the assistance program. About 70 Portuguese specialists will
be continued to be sent to the U.S. for training and observa-
tion visits and about 30 U.S. consultants will be financed
annually in Portugal. In addition, several University and
Polytechnical Institute contracts will continue to he active
and will require supervision and monitoring both by U.S. and
Portuguese personnel.

¢) PL 480 and Trust Fund

Continued PL 480 programs are foressen directly related to a
sound investment strategy in agriculture undertaken by the
Portuguese Government. The sales proceeds will be programmed
in a general way jointly by GOP and the U.S. and will require
continuous monitoring. Furthermore, a Trust Fund will exist
which finances the local cost of an assistance program with
the University Polytechnical Institutes in four rural regions
of Portugal.

The sum total of these activities will require the continuation
of the minimum U.S. and Portuguese staff identified.

NOTE: Staffing Projections do not include personnel who may be
required to implement the economic assistance portion
of the Azores Base Agreement,
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Country: Portugal

TABLE XIT

PL, 480 TITLE I/III
Supply and Distribution
(000 Metric Tons)

Stock Situation Estimated FY 1979
Commodity - Wheat
Beginning Stocks 300
Production 200
Imports 680
Concessional (140)
Non-Concessional (540)
Consumption 930
Ending Stocks 250

Camodity - Corn/Sorghum

Beginning Stocks 155
Production 440
Imports 2375
Concessional ( 200)
Non-Concessional (2175)
Consumption 2710

Ending Stocks 260

Estimated FY 1980

250
250
700
(140)
(540)
950
250

260
450
2490
( 200)
(2290)
2950
250

2#
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Decision Unit USAID/LISBON

PL-480 TITLE I

NARRATIVE

The justification for the provision of PL-480 Title I assistance
to Portugal in FY 1981 is provided in the FY 1981 Country Development

Strategy Statement which has been submitted under separate cover.





