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Over the past decade, ne.&&rly $125 million in P.L. 480 r'itle
 

I assistance has been provided to the Government of Tunisia.
 

Allocations had peaked in 1980 and declined sharply until 1985
 

due to the declining availability of Title I resources and
 

competing demands from claimants with greater perceived needs
 

elsewhere; the 1985 transfer was only $2.9 million. This has
 

been reported in the 1986 paper by ANE/DP, "Tunisia: P.L. 480
 

Title I Program". The purpose of this series of papers is to
 

examine critically P.L. 480 programs in light of the recipient
 

economic situation. The 1986 Tunisia paper was written during a
 

period of transition, as Title I levels were being raised first
 

for debt relief and then for structural adjustment assistance.
 

The objective of assisting a difficult structural adjustment
 

process has been the rationale for steeply increased levels of
 

$13.5 million in 1986 and $15 million in 1987; a proposed Title I
 

safety net may raise the 1987 level to a record of $20 to $30
 

million, with record volumes. This abrupt change in this
 

relatively small program which was in the process of phaseout,
 

and the potential for the future, is the subject of this update
 

of the 1986 report.
 

I. Objectives
 

The objectives of the Title I program have changed markedly,
 

with a commensurate increase in levels. The major goal of the
 

Title I program as embodied in the 1981 Multiyear Arrangement had
 

been support of Tunisian agriculture programs and policies
 

devoted to acceleration of growth in agricultural production and
 

farm income. Balance of payments and budget support
 

considerations were not foremost in the design of the program,
 

nor were self help measures aimed at economic reform, but rather
 

at agricultural production and incomes. These objectives could
 

not motivate continued assistance: Tunisia has a broad-based
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economy, with agriculture contributing 14 percent of GDP, the
 

same share as manufacturing. GDP per capita was $1250 in 1986,
 

and other quality of life indicators show that the country is
 

comfortably middle-income. The program was accordingly being
 

phased out at the end of FY 1984.
 

The objectives of the new program are unrelated to those of
 

the old. Title I resources are being treated as part of the
 

total Mission resource package, as a complement to ESF resources.
 

They are targeted to providing a safety net within a relatively
 
sophisticated economy undergoing difficulties which are assumed
 
to be short-lived, but which necessitate budget and balance of
 

payments support.
 

During the 1970s and early 1980s the Tunisian economy
 

benefitted from the high prices of oil and phosphates, and the
 

government (GOT) used revenues from these and additional
 

international borrowing to support a strongly import-substitution
 

policy. The result featured a large parastatal sector, high
 

tariff protection, controlled consumer prices including subsidies
 

for necessities and for agricultural inputs (which in turn led to
 

the need for export certification to assure that subsidized
 

imports were not re-exported, and thus an unwieldy export
 

sector). Beginning in 1983, however, the external position of
 

Tunisia began to weaken after several years of strength,
 

culminating in 1986 in a crisis trigqpred by the exhaustion of
 

its foreign exchange reserves. This has led to debt
 

rescheduling, additional donor assistance, and particularly
 

stabilization assistance from the IMF and structural adjustment
 

assistance from the World Bank.
 

Such deterioration was the result of a particular
 

combination of external factors, policy framework, and errors in
 

policy implementation, some elements of which still continue to
 

affect the balance of payments outlook. Three questions must be
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posed. 1 First, what are the particular causes of the crisis, and
 

do feasible interventions exist which can correct them? Second,
 

if so, can P.L. 480 resources serve to promote or speed the
 

correction, or if not, can PL. 480 resources serve another, more
 

worthwhile, objective? Third, if P.L. 480 can serve an
 

objective, can it do so within a relatively short time ho.izon,
 

or is the program in danger of being re-opened indefinitely?
 

1.1 Causes of the Foreign Exchange and Budget Crisis
 

The foreign exchange crisis arose from (1) Central Bank
 

policy errors in responding to changes in the external
 

environment, and (2) an inflexible economic structure which
 

responds sluggishly to external stimulus and so magnified the
 

effect of such errors. The Central Bank manages the foreign
 

exchange market to prevent large fluctuations in exchange rate in
 

a thin market. However, confronted with a long downturn in
 

commodity prices, its model led to its overvaluing the Dinar.
 

Its failure to respond adequately to the combination of several
 

unexpected external shocks then led to loss of reserves and
 

precipitated the crisis. Liberalization is a feasible subject
 

for policy intervention, while restitution of reserves to a
 

comfortable level is also feasible, and is receiving donor
 

support.
 

Long-run causes for loss in foreign exchange earnings were
 

the gradual exhaustion of petroleum reserves, trade losses
 

resulting from the expansion of the EEC to include Spain ane.
 

Portugal, and the decline in foreign direct investment. The
 

first is entirely outside policy control, but anticipated by
 

1 
 This paper does not consider the question of whether
 
U.S. assistance to the existing government in its adjustment
 
process at all is desirable. This is a political decision, and
 
an important one in a country where the government arguably no
 
longer represents the popular interest and so the U.S. is in
 
danger of "backing the wrong horse".
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policy makers. The entry of Spain and Portugal into the EEC was
 

not unexpected either, reducing quotas for Tunisian sales of
 

competing goods -- principally olive oil and citrus -- to the
 

EEC. This did not contribute to the crisis per se, because local
 

production was abnormally low, but export promotion will be more
 

difficult in 1987 as export outlets must be developed both in
 

non-traditional markets such as East Europe, Scandinavia and the
 

Middle East to replace the EEC, and through political efforts to
 

increase the EEC quota. This is feasible but difficult, and not
 

a subject for U.S. intervention.
 

The third long-run cause is partly exogenous and partly
 

policy related. The decline in the capital account results from
 

the decline in oil investment, from the policy environment which
 

served to discourage many types of direct foreign investment, and
 

from an apparent "shock" which should have been, but was not,
 

anticipated by policy makers -- GOT policy which encouraged the
 

establishment of development banks (the capitalization of which
 

created an inflow of paid-in capital which was not recognized as
 

temporary in nature; when the banks became fully capitalized in
 

1985-86 the inflow suddenly ceased) -- and which is not expected
 

to recur, The policy environment is amenable to correction.
 

Finally, not all trends were negative. Non-energy exports
 

have had a secular increase (concealed by large annual
 

fluctuations due to climate) of about 3.5 percent in volume per
 

annum since 1982. Textiles and leather goods export volume has
 

been growing at 9%, and in 1986 surpassed in value the (weak)
 

exports of phosphates and even oil. This growth encourages
 

confidence in the feasibility of success for restructuring the
 

economy.
 

Short-term shocks, superimposed on these long-run trends,
 

contributed to rapid draw-down of reserves. The most important
 

were the sharp decline in the price of oil (on top of the decline
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in volume) and phosphates, drought (which increased the need for
 

import of basic foodstuffs while limiting specialty agricultural
 

exports; food processing normally accounts for half of value
 

added in manufacturing exports), and the European business cycle
 

(both through a general downturn in European tourist travel and
 

through reduced expatriate Tunisian workers' remittances). The
 

break in relations with Libya eliminated receipts from the
 

country which had been the primary provider of tourism and worker
 

remittances. The air attacks on Tunis and Tripoli shocked
 

potential tourists, giving in turn a shock to tourism receipts
 

(which normally account for 19% of foreign exchange earnings).
 

These short term shocks were exogenous, though assistance was
 

provided to alleviate the effects of drought. The feasible
 

policy objective would be to change is the ability of the
 

economic structure to adapt swiftly and sufficiently to future
 

such shocks.
 

Hit by this combination of long-term trends and short-term
 

shocks, the external accounts of Tunisia nosedived. The
 

problem is easily visible: the economic structure created during
 

the early 1980s was unresponsive to external shocks. This was
 

made clear to Tunisian policy-makers in the early 1980s when, on
 

top of falling oil and phosphate prices, harvests failed in 1982
 

and 1986, Tunisian workers were expelled from Libya and tourism
 

earnings fell off dramatically after the bombings of Tunis and
 

Tripoli. Debt service rose to 24 percent of exports, while
 

official reserves ran out completely. For 1986 the current
 

account balance of payments deficit would have been 9% of GDP and
 

the Government budget deficit, 6 percent.
 

It appears then, that many of the causes of the economic
 

crisis can be corrected, while the economy can be made more
 

resilient toward the others. The second question is, can P.L.
 

480 resources serve to promote or speed the correction, or if
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not, can P.L. 480 resources serve another, more worthwhile,
 

objective?
 

1.2 The role of P.L. 480 resources
 

P.L. 480 can provide direct food assistance in a food-poor
 

country, or foreign exchange to a food importer. If it
 

discourages local food production, it does not have an
 

incremental imract. The 1986 paper concluded that PL 480 Title I
 

provides free foreign exchange, since total Tunisian cereals
 

imports have far exceeded the values of the commodities delivered
 

under the program. For instance, comparing tables I and 2(a)/4,
 

it is clear that total wheat imports were 487,000 MT in 1985, and
 

were higher (by an unknown amount) in 1986 due to the drought;
 

Title I would have accounted for 20 percent of 1985 imports; for
 

corn (maize) the comparable figure is 27%. Levels for 1987 would
 

give 14 percent and 44 percent, respectively. Thus, available
 

data suggest that P.L. 480 is providing food which would have
 

been imported anyway and, therefore, is furnishing free foreign
 

exchange.
 

This analysis is oversimplified, however, because it relates
 

to a stable policy regime, while the new Title I program is
 

closely tied to a transition between policy regimes. In the
 

past, consumer wheat products have been subsidized heavily,
 

generating high per capita wheat consumption levels. Production
 

has been encouraged by high farmgate prices and subsidies to
 

agricultural inputs.2 The policy regime is changing, however, so
 

such an interpretation is incomplete. A description of the
 

change is essential for understandiig this.
 

2 This discussion also provides evidence that P.L. 480
 
does not provide a disincentive to local product'on, under the
 
old regime.
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In 1986 the GOT began both stabilization measures (including
 

a 23 percent devaluation and introduction of an austerity
 

program) and an important structural adjustment program
 

containing significant policy reform measures. Import
 

restrictions have been eliminated for raw materials, semi­

finished goods, and spare parts, and tariffs reduced. Subsidies
 

are being reduced gradually on essentials and agricultural
 

inputs, sometimes directly and sometimes -- mindful of the bread
 

riots of 1984 -- through shrinkage of the product. In the short­

run, this will cause increased unemployment and hardship for the
 

poor. The price increase will reduce the quantity of food
 

products demanded, which in itself is not bad, given anecdotal
 

evidence of waste at subsidized prices. 3 However, the increase
 

will affect directly the poorest segment of the population whose
 

nutritional level will be reduced by this price increase. Thus,
 

in such a transitional program, any part of P.L. 480 resources
 

which is so targeted will contribute directly to nutrition. In
 

this transitional period we cannot use historical evidence to
 

judge tne income effect of the restructuring on the various
 

elements of the population, so cannot differentiate the two
 

effects.
 

If the structural adjustment process fails, or is greatly
 

prolonged, then the safety net program will have provided
 

nutrition for those most affected. If the government falls or
 

greatly modifies its policies because of hardships imposed by the
 

process, both the nutrition and #he foreign exchange provided
 

will alleviate the hardships associated with the transition.
 

Whether or not additional food is provided to the economy then
 

becomes a question of the ability of the government to import
 

such food.
 

3 
 See 1986 paper, page 3.
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Resources devoted to structural adjustment will not be
 

useful if the GOT is not firmly committed to the process. Its
 

liberalization outlook is reflected in its new five-year plan
 

currently (mid-1987) being discussed in Parliament. Public
 

sector expenditures are to be reduced from 42 percent of GDP in
 

1986 to 28 percent by 1991. The most painful steps are in the
 

first year, 1986-87, as projects already planned or underway are
 

eliminated or stretched out.
 

Tunisia's labor force is of high quality but lacks domestic
 

employment opportunities; repatriated earnings make a quarter­

billion dollar contribution to the balance of payments. It thus
 

appears that adjustment of the economic structure is not only
 

possible, but could be a better-than-zero-sum game: one
 

conceivable route is a strong expansion in appropriate export­

oriented production. The individual workers hired would not
 

necessarily have the same skills as those laid off, however;
 

frictional unemployment will be high.
 

The GOT has set the foundation for adjustment. Receipt of
 

investment licenses and export permits has been largely made
 

automatic. In agreement with the World Bank, price controls have
 

been lifted on 35% of manufactured goods, with a goal of nearly
 

complete liberalization by July 1988. The World Bank has
 

supported this program with two $150 million loans for adjustment
 

in the agricultural sector and in industrial and trade policy.
 

It is considering a $150 million Structural Adjustment Loan. The
 

IMF has given a Standby of $131 million and a compensatory
 

financing facility of $145 million, while public and private
 

creditors have agreed to a debt rescheduling. The Standby
 

appears to be on target--the current account deficit was 7.9% of
 

GDP (the target was 9%) and government deficit was 5.3 percent of
 

GNP (versus a target of 6%). Exports to Europe have responded
 

well to the liberalization, the harvest looks good, oil prices
 

have firmed, and 1987 has turned out a good year for tourism.
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However, reserves are still chancy; the original year-end
 

target of 1.5 months of imports has been raised to a still-low
 

1.8. The GOT has not borrowed in its own name this year.
 

The policy basket which the IBRD, the IMF and the US
 

supported reduces subsidies and improves investment incentives,
 

and increases the efficiency of the financial sector, specific
 

policies deal with export promotion, privatization of the
 

functions of parastatal institutions, wage policy, and tourism.
 

In the interim, Tunisia both merits and needs balance of payments
 

support. The Government is keenly aware of the political risk it
 

is taking in liberalizing the economy and reducing subcidiez, and
 

is doing its best to hold the line on its social safety net while
 

the number of destitute families has risen by 50 percent and open
 

unemployment is increasing.
 

Economic policy rigidities, particularly those involving
 

pricing (exchange rates, prices for goods and services, and
 

interest rates) and non-tariff barriers, impeded adjustment which
 

might have moderated the severity of the drawdown of foreign
 

exchange reserves.
 

In regulating the exchange rate and exchange reserves, the
 

Central Bank created a complex set of rules for allocation of
 

foreign exchange assets which does not reflect their relative
 

economic importance to various local users. For instance,
 

foreign exchange for international travel is administratively
 

difficult to obtain and limited in availability, even where such
 

travel may generate net foreign exchange earnings. Potential
 

foreign investors are also deterred by this policy. The
 

distortion in foreign exchange use may have served to reduce
 

earnings rather than save foreign exchange.
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The GOT interest rate policy has supported a complex
 

structure of preferential discount rates by sector which distort
 

credit allocation while raising intermediation costs; the low
 

average interest rate contributes to the low national savings
 

rate (and thus to the resource gap) while encouraging
 

capital-intensive production techniques which requiring imports
 

of capital goods.
 

The complex system of price controls arid subsidies creates
 

distortions and rigidities which limit the economy's ability to
 

respond to shocks. In 1982 the intervention power of the
 

subsidization fund, the Caisse Generale de Compensation, was
 

broadly increased. It chose to keep prices artificially low in a
 

period of growth in world commodity prices. The Government has
 

recognized that this system created distortions, waste anu fraud,
 

and presented powerful incentives for non-productive activity (it
 

was also costly to the State budget -- nearly eight percent of
 

total expenditure in 1986). Finally, low and declining consumer
 

prices helped maintain the level of consumption growth while that
 

of GDP declined. The savings rate (a residual) declined while
 

the investment ratio did not, widening the external financing
 

gap.
 

Trade policy rigidities have a direct beazing on the balance
 

of payments. Tunisia's system of import and export licensing
 

controlled the amount of imports, including those for investment
 

purposes. In reaction to a rapid loss of foreign exchange
 

reserves when liberalization was first attempted in the early
 

1980s, the Government introduced a system whereby the number of
 

import permits would be tied to the permitted level of trade for
 

the year. A worsening current account balance would then cause
 

fewer import permits to be issued. In this way the 1984 trade
 

deficit of 10.9 percent of GDP was cut to 7.0 percent in 1985.
 

The resulting adverse effect on growth and employment, however,
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provided the immediate stimulus to the Government to undertake a
 

structural adjustment program.
 

Tunisia is viewed as a price-sensitive tourism destination,
 

competing mostly on price with many other Mediterranean seaside
 

destinations. Tourism was adversely affected by continued
 

overvaluation of the Dinar compared to competitors' currencies.
 

Additionally, Tunisian tax policy offered incentives to
 

investment in new equipment and facilities rather than
 

replacement or maintenance, so the quality of existing Tunisian
 

tourism facilities continually declines.
 

The fall in the domestic savings rate exceeded the decline
 

in the investment ratio. Such an imbalance could only be covered
 

by borrowing abroad, provided that willing lenders could be
 

found. With a rise in the current account deficit to nine
 

percent of GDP, a debt service ratio of 23-27%, and official
 

reserves representing only 10 days' imports (Table 2 shows 20
 

days after IMF assistance), these lenders were not forthcoming
 

without IMF support.
 

The GOT undertook significant policy reform measures in
 

1986. These reforms included a significant devaluation against
 

the currencies of major trading partners, and price and trade
 

liberalization measures. The economy is being partially
 

liberalized, but many of the measures nhisen will introduce not
 

liberalization but new distortions which promote export-oriented
 

production. On the basis of this reform, the IMF agreed to a
 

Standby Agreement of $124 million and a compensatory financing
 

facility of $137 million. With suppliers' credits of
 

approximately $115 million, this closed the 1986 financing gap.
 

The World Bank has approved an Agricultural Sector Adjustment
 

Loan (ASAL) of $150 million and will probably approve an
 

Industrial and Trade Sector Adjustment Loan in 1987 for the same
 

amount. The objectives of the stabilization and structural
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adjustment plans are to raise GDP growth from 1.0 percent in 1986
 

to 3.6 percent in 1987, reducing the current account deficit from
 

9.7 percent of GDP (9% after IMF assistance) to 7.3 percent and
 

raising gross official reserves from approximately ten days of
 

imports (3 weeks after IMF) to 45 days in 1987 and 60 days in
 

1988. External debt is projected by the IMF to rise from 55.2
 

percent of GDP to 63.4 percent in 1987, while the debt service
 

ratio would increase from 25.3 percent of imports to 27.7
 

percent. Our analysis suggests these targets are optimistic
 

within the time frame projected. We agree with the predicted
 

direction of change.
 

Government policy is circumscribed by the results of past
 

efforts at liberalization, including the reserve loss in the
 

early 1980s which led to emergency reimposition of exchange
 

controls, and the violent resistance it encountered to its
 

attempt to remove consumer subsidies.
 

The GOT anticipates an improvement in exports in 1987-88
 

despite continued decline in both quantity and value of
 

petroleum, consisting of very favorable increases from
 

agriculture (17 percent in real terms), a ten percent improvement
 

in phosphate volume in a stagnant market, continued rapid
 

improvement (8-10 percent volume growth) in textiles, and a
 

turnaround to a ten percent increase in foreign exchange earnings
 

from tourism. On the import side, after taking account of
 

imports required to support manufacturing exports, an improved
 

harvest is expected to reduce the rate of increase in food
 

imports. Capital goods demand is expected to remain flat while
 

imports for final consumption will decline.
 

The current account balance will be reduced from 9 to 7
 

percent of GDP in the two years. While IMF and World Bank
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resources will have the desired effect on reserves in 1987, this
 

will be a one-time boost, to be reversed again in 1988. A major
 

'omponent of the worsening is the rise in loan amortization from
 

1985 to 1988. This reversal could be avoided if, together with
 

realization of the optimistic export plans of the government,
 

direct investment could be maintained at its 1984 level rather
 

than declining. Since a part of the 1984 level consisted of
 

non-repeatable capital inflow for development banking, these can
 

be achieved only with serious liberalization of the economy.
 

A body of evidence exists which supports this pessimistic
 

scenario: exporters are being given priority in the timing of
 

liberalization of access to imports. Though investment regimes
 

and interest rates are liberalized generally, incentive schemes
 

are kept for priority groups, including exporters. The new
 

system of price decontrol does not liberalize completely, but
 

gives the price control board a limited time to respond to
 

proposals (item-by-item) to raise prices -- in other countries
 

such a system has led to pocket vetoes by the Board which has a
 

backlog of proposals to clear. The new investment code has
 

reduced the bias toward capital-intensive techniques, but still
 

is biased toward existing or planned exporters. Tariffs are
 

being reduced in order to lower, and slowly to harmonize, the
 

rate of effective protection, but only to be replaced with highly
 

differential consumption taxes (which theoretically affect
 

domestic production and imports equally, but in fact place high
 

taxes on goods not (yet) produced locally which are close
 

substitutes for those which are. All theae will encourage
 

structural adjustment on lines proposed by the Government rather
 

than according to efficiency and comparative advantage.
 

On the positive side, the Government is undertaking steps
 

which would improve the efficiency of resource allocation along
 

market lines. The investment code, despite exceptions, is being
 

liberalized completely for the majority of firms which will not
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receive subsidies. Import restriction will be based on a
 

negative list. Despite problems noted above, the Government
 

appears to be actively committed to reducing subsidies and
 

tariffs and harmonizing the structure of effective protection.
 

It is possible that the difference between rhetoric and practice
 

represents a learning process, or an internal political
 

disequilibrium between competing ideological factions, which will
 

be resolved with time. If it is not resolved, the process
 

contains the seeds of its own ossification.
 

Finally, there is a risk that the structural adjustment
 

process will go approximately as planned, but will be found not
 

to have been the suitable policy due to changes it initiates in
 

economic or social dynamics (concentration of ownership of
 

assets, reaction by those disadvantaged by the process, etc.).
 

In this case the process may not lead to growth of income or
 

trade, or if it does, it may do so at the expense of large
 

portions of the population.
 

II. Incentives for Agricultural Production, Distribution and
 

Consumption.
 

This has already been addressed, both in the 1986 paper and
 

above.
 

III. Policy Dialogue
 

Already discussed. The P.L. 480 resources have been
 

combined with ESF resources, particularly a Commodity Import
 

Program (CIP) in Mission programming, in order to increase the
 

U.S. Government's slight leverage in policy. Policy goals have
 
been coordinated with those of the IBRD and IMF, and stress
 

elimination of subsidies to the agricultural sector and to
 

consumers of food and food products.
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IV. Budget/Local Currency
 

A change has occured from the 1986 study. $10 million of
 

existing resources (plus an undetermined amount, at the time of
 

writing, of 1987 reserves) has been devoted to a public works
 

program. Refer to Annex II for the reporting cable, although
 

amounts may not tally.
 

Nothing can be said about the productivity of the
 

expenditures, since the program is new. As explained above, it
 

is conceptually well-designed, but we have no experience with
 

(especially) the political influences on the outcome.
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OR NEARLY ILLITERATE, U1SKILLIEO, IECENT IMMIGRATTS FROF 
RURAL AREAS, WHERETHEY WERELIKELY LANDIESS LAIORER., 
AND WIIHOJT ANll EMPLOYM,:NT GUARANTEES, EMFLOYED CNBEING 

A OATLABIR IASI,. 

M) THESAP ALSO REOJIRES TUNIIIA'S MILNYPARtSTATAL 
COIPANIES TO IMP4OV[ THEIR PROFITRLBLITY (OR RE[UCE 
LOSSES), AND PUT; MeNY PRIVATE FIFlS UNDER PRESSURE TO 
REUCE CTS. HASESEENTIC RESULT AEDITIOIIAL 
OETERIORATION OF THE EM1LOIMENT M.R[L. A 19.6 
EMIPLOY 1S.ED 68,001 UN. IIILED DAYENT SURVEy [SIAB, ;IA 
LA9ORERS HADBEE( OLTO

r WCR III IN[ CONTR1"1I(NTHROWO 
INDUSTRY, AND 25 O IN OTHER ECTOR-S,FCR A TOTAL -I 
93,000 UN;KILLED DAYLOGORLRS. TOTALNATIONAL 
UNEMPLCM:NI WASCO,,SERATIVELf E:TIATEC AT 264,900 OF 
ABOUT29 Of THE LABOR FORCE. 

106 SURVEY THE0) SINCE IHE WAS CONDUCTED 

- IA) APPROXIMANTELY *Mt 1EAR AGOTNr GtVfRH14E1T OF 
TiIA TI. £Y)EUARKED A FAR iEACIN(, STRIJCTI;RALO 
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ACTION AID-O0 BASIC FOOD I1TMS ARE REDUCLD. 

ACTION OFFICE FFP-09 ,. STRATEGY FOR COPING WITH .HE SOCIAL COSTS OF THE 
INFO SEOP-01 FPA-02 ANIT-E3 ANPO-0$ GCAN-O SERP-Il FVA-B1 ADJUSIMEkT PROCESS 

OfDA-02 PPPR-gI GC-9I SEDS-92 ECCM:82 .NHTR-06FVI'P-0I 
fGRI-OI COM-T2 ANMII-P3 0t15-02 TR!Y-65 RELO-I TELE-01 IA TUNISIA't MEDIUP-ERM STRATEGYTO RESOLVE ITS 
/155 A4 324 UNEIMPOYrENT PRCEIEM I INCORFORATED INTO ITS STFUCTURAL 

.................................................................. ADJUSTMENT PROGRAM. IHE RAIICNALIZAIIO OF EXCHkNCE 
INFO LOG-90 COPY-i CIA[-O E8-ti DCOE-B NEA-04 TRSE-Rg RATES HAS ALREADY CREATED IMPROVED IkCENTIVES TO IIVEST 

ARE-0 /i0b5 W IN EX'O T IHNDU$SRIE ANDLESS INTERVENTION IN FACTCR 
-.------------34121S 241456Z /44-31 MARKETS WILL ENCOURAGE T4E FULLER USE Of UNEMPLOYEO 

0 241446Z JUL 17 LAqOR 
FMiAMIEHBASSY TUNIS 
10 SECSTATE WASHOC ItOEDIATE 1438 11U ATHOIGH THE GOT AND THE DONOR COMlUtNITITY ARE 

CONVINCED THAT THIS STRATE6" VILL BE EFFECTIVE IN 
UHNCLAS SECTION O2 Of P7 TUNIS 8248 INCREAING INCOE.ANIDEMPLOYMENT, THE STRATEGY WILL 

ALMOST ASSUREDLY RE)UIRE SOE YEAR: 10 GCHERATE IH[ 
AIDAC KIEDED LNVESTMTEUT AriDTHE RESLLTIN EMPLOYMINT 

OPPORTUNIIIE. DURING THE INIERVENING YEARS, Till!OCIAL 
1.0. 12356: N/A COSTSGENERATID BY THESIRiJCTURAL ADJUSTIUN PROCESS 
SUBJECT: IL 48P TITLE I/SECTION 4115:PROPOSAL FOR VILL NOT BE EOUALLY DISTRIBUTED TIIROLGHOIJITHE SOCIETY, 
STRUCTURAL ADJUSTM[NT/ SAFCTI NETPROGRAM LAID SOME GROIJPSCAN,lSBOTBTHE EFFECTS FAR YORE EA!ILY 
EMPLOYMENT SITUATION FOR UNSPILLI:C LAY LA"CRER. It THAN OTHERS. LOW IIICOiEFAMIES VILL BE MCRE ATFECTED 
1HDUiHT TO HAVE VOT11EED, MAINLY EECAUSE OF COIIIINUED BY THE RE0JCIiOA INFOCD AINDIOTHER SLbSIUIE! AND TE 

CONTRACTION IN THE COKSTRUCTION IN LSTR,. THE MIIISIOI CUT-BACA IN SOCIAL PRO4RAI'STHAN OTHER GROUPS IN TEE 
BELIEVES THAT A REA;OAILL EITIMTE OF IIEIPLDfED DAY SOCIETY. THE IMPACT OF INCREaSED UNEMPLOIMINT IN THE 
LABORERS IS 125,10 AND TilELOT I: SEKIHG TO ESTtOLISH CONSTRUCTION INDUSTRY, THE DECLINE IN EMPLOIMENT IN 
A WORE,PROGRIAM REACHING EA3,kbg WORERS. THIS ,RCUP, PARASIATALS AND THE REDUCTION IN EMPLOYMENT IN 
MOSTLY URBAINBAS[D, I$ A SIGIFICANI SOUFCEOF POTENTIAL INEFFICIENT IMPORT-.UBSTITITING INYDUITRIE. VILL 
SOCIAL DISCONEHT. GOVIOI)SLY SEFELT 6I THEWORKERSAND FAMILIES DIRECTLY . 

AFFECrED. THE PROBEM Is PFARIICULARLY ACUTE FOilTOE LOW 
- (I)CIHEII THEB;1,IE DEMOGRAPHICSOF TUNISIA'S INCOMIFAMILIES LEAST ALE TO ABSORB THE RECUCTION IN 
PO'ULATION, THE JOT CFEATION RATL FCR TNT ECONOMY MUST REAL INCOME. 

BE HIGH, OVER 3 PER YIAR, 10 AVOID INCREASES IN 
UNEMPi'OYMEN'. IT IS [STIMkTEO THA T ECOIOlIIC GROWTH IlET (C,THE GOVERNIE)IT OF TUNISIA AND THE DONOR COMIUNITY 
BE IN THE AREA OF 5.5 FOR UNEIPLO)MENT TOFALL, k[COGIIIZE TH NEED TO MINIMIZE THESE COST, AND TO REDUCE 
ALTHOUGH THAT RIGURE IS EXPECTED TO FALL, 'INCE REAL IUIAN SUFFE. ING AND SOCIAL AND POLITICAL PRESSURES. 
WAGE; ARED[CLININU. EXPERIENCE IN TUNISIA iE.G. THE 19L4 BREAD RIOT31 )ND IN 

OTHER COUNTRIES HAS SHOWN THAI FAILURE TO ALECUATELY 
* CI TUNIiA IS REOIVED, LNDER StP GUIDELINE', TO ADDRE;S THESE CENCEAS CAN RESULT INSOCIAL AND 
REOU'l REAL PUELIC SECTOR'PINDI14, FROM APFROXIr AIELY 40 POLITICAL IN;lABILITY. THESE PRESSURES CAN CAUSE 

PERCENT Or ,DP IN 1111 TO 28 PERCENT IN 1991. 
SUID[LIkES FOR REDUCTION O THE 1;OT'SSUDGETARf DEFICIT 
ARE Rom 6 PERCENT OF GOP IN 198u TC 3 PERCENT IN 199 . 

ALTI"JGH IN[ ABOVE FIURE: IPPLY CONTINUOD BUDGETARY 

STRIIIGENCY BY THE GOT AFTER11 0. HEALTH)IECONOMIC 
6ROWIH IS Al.O EXPFCTED TO MIE MORE RESOURCES AVAILABLE 

FOR THE BUO,,ET. Ti1 REALDECREE OF BLUD ITARY IRINGEIICY 

WILL BE DETERMINED 1Y TAF .UCCESS Of STRUCTURAL 
ADJU;TP'NT PROGRIM INREDUCIOG HEAVY LOSES IN 7UNISIA'S 

PARA;TAtA1 "SECTOR. 

ILI ALTHOUGHTHEGET'S OFFICIAl PLANNING FIGURES 
INDICATE RII1NG UHrLoYirNT THRO41GH1991, A COMBINATION 
OF NEALIHY ECONOMIC GROWTII,EDUCED LOSSIS IN TOE 
PARAITATAL SECIOR, AND DECLIING REIL EIILCYFNI COST-, 
IT IS BOPED'WILL RI.UIT IN A REDIICTION IN LtNEMPIOMENT 

AMON, TRE TARGET GROUP FOR THE WORK tELIIF PROGIRAP AND 
IN IMPROVEDABILITY OF fHE GETiO FUNDTHE WORK RELIEF" 
PROGRAM AFTER 1911. 

- IIIMALNITRITIOll A'ONG TI'NISIA'S POO1 HAS LONGREENA 
PR06IM. MODERATECHRONIC fMPLUTHITION OCCURSWIDELY 
SURVLYS NAVI REPEATEDLY S110 AT ItRST FIFTEEN PERCENT 
TMOOERATETOSIEVEREMALNUTRITION. A 191R SURVEYMADEIN 
CONJII N WITH Till Cs PRO(,RAP IOLNO 43.5 PERCENTor 
CHILIDREN (NRI1G I'RESCHO01 PROGIIAMSNAll IELOW NORMAL 
WEIGIIT FOR AGE. TIll STRUCIUAAL AUJIfSTIrOIT PROCISS WILL 
ASSUEDLY HAVESNOIIITERM NEIATIVI IMPACI'0N TIllS[ 
1A41[S A UNEIPIO MENT INCREA'|SEAND TNESUIIIDIES ON 
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ACTION AID-0O COUIIFY.. US[,ASSISTANCE WILL HAV THE EIFECt OF 
................................................................ . L[SSEHIIIG SOCIAL AN[ POLITICAL TENSIONS IND IHU. MAKE IT 

ACTION OrFICE rrPas EASCIEFFOR TPEGOT 10 CARR1 THROJIH rUIL'IOh IT REFCRh 

INFO SEOP-1E' FPA.B2 ANI'P-B) 5NPO-L0 GCAN-2 SFRP-1 EVA-it PROGn.M. 

OFDA-02 PPPi-*2 GE-Pi SiOS-Oi GCCM-B[' ANTR-06 FVPP-1i1 

AGRI-01 COM.02 ANTi-B011-' 2 TRSY-GI RELO-01 TELE-E DO)THE MISSION FkOPOSE TO UTILIZE PI 480 TITLE I 

/55'1A4 324 RESOURCES TO HELP TlE GOT10 OVERLOrMETHEFINANCIAL 
............ - ..................................................... CONT.SAINTS IN THE EMPLOYMINT PROGRAM. FARAaRAFH FOUR 

INFO LOG-SF COPI-11 CIE-8B [B-10 DODE-1g NEA-14 IRSE-BO BELOW 'CONIAIkS A DELCRIPTION U; THIS ACTIVITY W ICH HAL 

AGRE-D0 /01 W BEEN EEPAREL FOR THE R[VIEW OF A.I.D./W AND THE 

------------------ 341246 2414571 /4.-31 INTERIGEN:Y COMMITTE (OCC). FOR THE SECOND PAT) OF THE 

0 241461Z JUL 87 " STRUCTURAL A[JUSIME'T SAFETY NET FROGRAM, THE MISSION 

FM ATEMBASSI TUNIS " PROPOSES THAT SECTIN 41l IO6DS BE USED 10 ASSIT THE 

TO SICSTATE WASHUC IIVEDITE 1435 • GOT WITH IHE TARaIIED FEElEINGPR[.GRAM AIMED PRIMARILY 

S - AT YOUNGCHIIDREi A BRIEF DESCRIPTIOII (T THAT ACTIVITY 

UJCLAS ECTION 03 DF 07 TUNIS 034S ,., IS PRDVIDED IN PARAGRAPH FIVE, AN( A FIILL OPERATIONAL 
PLAN FROMCR'. AND AYP0[D BY THE "I'ISSIOI,WILL EE 

AIDAC PROVIDI.SNHOTLY TO; AID/W ANDOCCCONJEI[RATION. 

E.G. 12356: N/A 4. POOPOSED FL 430 IFLE I SAFETY NET ACTIVITY: WORK 

SUBJECT: PL 40 TITLE I/SICTIOH 416: PROPOSAL FOR RELIEf PROGRAM 

STRUCTURALL JUSTMIHT/ "tAIETY 11ETPROGRIM 
GOVERNIMENJTS TO FALL OR ;C TERMINtTf THE READJUSTMET LA)OBJCTI E:. THE PRUPOSED IlTLE I PROGPAt' !S 

PROCESSBEF(.RE THEPOSITIIE BElIEFITS OF THE ADJUSTMENT INTENDED'O FROVIDE ESSENTIAL SUPEORTTO IH 601T'S 

PROCESSARE ACHIEVID. THI RECENI RIOTS IN TUNIS (JULY STRUCIURA, ADJUSTHEIIT PROCISS BY IROVICIIG THE FESOJRCES 

1587) ARE POIGNANT REMIHDIRS THAT SOCIAL PRECSSURES.ARE TO RLUCE UNIMPLOYMItNTORING THEPERIOD 1918-9L. AT 

ALREADY BUILDING Il THI; LOUNTRY. THE Sl.MCTIN1, TITLE I RES',UFCE: PILL COlIRIOIITE TO THE 
IM'RO EME T IN TUHI'IA'S EBLANCE OF PAYMENTS AN[ WILL 

- TO)FACE, WITH EVERE[ EUDGIAFY CONSTRAINTS, ANY PROVIDE AID/R MAINTAIN IMIOATAIIT ECONOMICANDSOCIAL 

SAETIY NET FROGRAYIMUSTE CAR[FILLY TAFGETTID TO THOSE IN;RASTRU.TUE. 

MOSTNIEDINT SUPPOFTAND SUTBE SCAED BACK DLICK.Y fA. 

THE INDERI YING NLEt IS REZUCED THE GOT HAS TPUS () PR3JECT DESCF IPTION. 

DOCILED T0 FOCUS ITS LIKIIED RES(URCE: (N TG CROU ., Il)THE COT'S PFOIRA:IME DES CHANTIIRS Or 

THAT WILL PIRTICIJLiRLY BE AFFECTID BY TPE 1TRUCTURA DEVELOE"IE l, W41ICW VWJLL REFEF TO AS THE VO. REi!EF 

ADJUTMENT IROCESS -- THE UHNMPLCYED AN[ THEIR TAMIL IES PR3GRAM, IS hANA ED BY THEMiNISTTY OFTIE IN-EFIOR. 

AID THE CHILDLN 01 LOWIICC)MEFIMILIES. PROGRTl, RSPINSISILITIE AlL LARGEL._.DEINTRAL I[D, WITH 

COISIDERASLE AUTHORIT VESTED III THE 2) FEGIOINAL 

- ) THE LOT HAS EXISTIfG PROGIAMS PA'1CTLIAFLY WILL 60[RLORS. THE OBJECTIVE TF Tile FROGRAM IS TO IROVIDE 

DESIGNED TO ASSIST THESE tUILNERA[LE GROtPS THRCUGH *, t PRODUCTIVE TEMPO;AR't MPLO)MENT T( UNLIPIOYED T1NISIAN 

STRUCTURAL LDJUSTN7N PERIOD. TI ASSISI THE UNICtPLUYED, WO4KEFS ASID10 UTILIZE THAT PRODUETIVE LIBOR ON HIH 

A NAIIONJIDT PROGRIM OF TEMPORAR, LOU' ACE I'IFLOY.N[T PRIORITY PUbLIC VORIS ACTIWlIES. THE PIBLIC WIRIMS 

O CIVIL WOdb'$PRO.ECT. E;ISTS AID CAN E [XNADED TO 

ARSOB LARGiR NUMIRS O INEIrPIOIED WORERS THE 

PROGRAM PROLIDES A MtNI'AI INCOME TO FAYILIE, %HO WOULD 

OIHIWISC HAVE VIRTUAL.Y ONE[,TIEREBY INSIRINC THE 
IMAINIENA-1CE OF MINIMAL TIUIRITIONIL ANTDLIVING ETANrARD. 

FOR TENSOF THOUSANDSOr 1UNISiAN. FAAIlLIES. 

ADDIIlONALLI, A; TIE PROGIAIM R[OIIfE; PIOLUTIVE LABOR 

OHCIVIL WO;KS PRScCT3, IT WILL ALSO PIOJUC( iND/OR 

MAINTAIN HEEDEDEC(NOMIC ;ND SOCIAL INFRASTRUCTURE. 

- I) TO ASSIST T, ELEINTS OF THF POFULATIOK 

NIJTRITIONALIY MOSTAT-NitS,* ?l (OT WILL UTILI2E ITS 

PROGRAMTIIl(HPROVIDES r'Do SUPPIEMENTS TO SELECTED 
PRE-*,CHOOL IND SCHIOL-AII[ CHIIDFEN AND TO PE(HANr 

W1EN AND LICTATIN( rOHEIS. THE,' FOOt SUPILEMEHT ARE 

TARGETTLO IECIFICILLY AT THE IO(REST I! PERCET WITHIN 

THOSEGROUP. 

- .1 BiIUGIT SrRIIGENCY, ANE.SINTIAI ILEMENIT OF fiTE 

STRUCTURAI QJU;TMINT PAiO(ES, WILL PRIENNT THE GOl F0O1 

FUNDING IlIElEPNOGFAITSAT LEVEIS APPROPI lATE tC, THE 

NEED' OVER THE NIXT TH,1IEYEAR:;.USAIOTUNIGIi,, WITH 

THELUPPOI Of IIIE COUNTRI :EAll, IS HUTPROI-: INC 10 

CREATE A QU(1( STRICYURAL ADJIIY;TTfhT *,AETY NETPROIfl1M 

UNOUTDEMfl(H WILL PRO DE RE.;OUFCES TO THE tOT TO .ARY 
OAIT HIESET1,0 ACTIkITIr.*. THE C(UTRY TEAM HIELIEV 

THATTHH; P;OGRAII VILL AT Ot1CtDIMON;RItE UWGSUPI'ORT 

FOR )HE 07'5 SI. UTTURAIIDJUIMINT I'EORAM ANI OUll 

INTEREST IN LES"SE.NING IIIESUFFIRING 0I THE NIEFY IN THIS 

UNCLASSIF-IED
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ACTIN AID-SBI 


.................................................................. 


ACTION OFFICE FFI-09 
INFO 	 SLOP 01 FP -B2 &IITIP-fl ANPD-O!, CCAN-O2 SEIIP-B0I FrA-01 


OFOA52 PPI'B-B2 OES GCCM-02 ANTIV-06 FVPP-61
,L-0Il -e2 
.AGRI -SI COIl-92 AIME-BI 03DI- 2 01-TR - RELOB TEIE '91 

/055 Al 32t 

INFO 	 LOG-OS COfY-SI CIAE-8d 1E-00 OD-0g NEA-04 TRSE-B 

ACRE-B /11S W 

------------------ 341266 2414512 /44-38 


0 241446L JUL 8T 

FM AMEMB S Y TUNI. 

TO SECSTATI VASHOL IM[ED!ATE 1440 

UNCIAS SECTION 54 OF 9I TUNIS RL241 

AIDAC 


E.O. 	 12356: N/A 

SUBJECT: PI 48e TITLE I/.ECTION 41:' PF'OPCSA FOR 

STRIICTURALADJU;TIIH'NT/ S".ETY NIT PRCGF'AM 

ACT,V;TIES ARE IDI 17",[T LOC.L I',.Tl S: LEVEL THE 


TECHNICIAN. ANDOI' ICIL' FRO" "HE MIN-TRIES CF 


AGRICLTIURI, OEJIMENT, IDUCATION, HEAIIH AD OTHERS0,1D 

ARE IN CON'A:T 41'H THE IOPULTI ION ANVIKNOIL.DGEABLL 

ABOlIT LOCAl PROBLI . TIE SA"E t Nlkl TT ES FROlvIDE 

TCIINI1AL "UPERBI IOk ANI EQUiPI:INT, IALE THE 

&OVlRAORS' BUDGET FINANCIS SALAITIES ANLIMATERIALS 

() 1HIEPRIGIRAMCI,9NTL" P;Oil,IES TEHI'CRAtR 

(MPIDOMENI 10 jl1 25, 801 VORAEI FOR Ik AVERICE AIWJ',L 

PESROD OF 32 WEEI' ISI IAYS PEI 1[(1. IECAUIE OF TIE 

CURLENTUN PLO1INT PPOIlEK ANI TlHELP.PGEN.UIIEEF CF 

DESLITUTE TAILIE-, IAAIERS OF THE PROJECT A, TE 

[GiOAtl AI;D LOCAl LEVEL NEED L IMITING THE VUtIIEF CF 

VORIDAYt PIP PART;CIPAOT IN O;DI R TO SIREAD RIOURCES 


AMOIIG AS MNI ONEIIPLOYEDWORKER: AS PO:I1LE fTC. GIT 

ESTIMATE, A NEED[OR A TOTAL VOlK PR^GIAM REACVmhJ 

198,BaB WOIKE!R AID I, SIL ICI II AS.I'.TANZE THE: lO1 

US& AND OIE1 DONIIRSI0 (OVER TIS LFVIL. CUP PIOPDI.AL 

IS fDV TO IXPAN IHE E(I:.'NG PIOGR1 10 CO l,El,. O 

AVERAGE, Ali ADOIT ONAL3 1, BOG JOBS PER YEAR DIPING THE 

18l5-1O PEFIOD. tN THE IVENT O'HER 01:OR SLPCRT IS NOT 

FORIHOOMIN., ECONfiMIC COI'D4IION' WARdAfIT, STRIICTURAL 

ADJISIMEIT 71RGT:. ARE MIT -AN: I.1 411'BCOCE, LEVEL!. 

PERIII, WE BIGHT I[CON;IFER OJR PREENt P;ITON O PI 

419 LEVELS. 

t3i THE VOR RELIEF PiO,;R#,MPAYS WORKER" ONLY
 

TUNISIAN DiNARS CD) I S tDOLS .. 211 PLR DAT. THIS 

IE'NINERATIlfN IS RILOW IHI MINIMM VA E AND LELS THAN 

IAla PAID IoN SIMLAR V1C0 IN TIhNISTRY OF AGRICULTURE 

POI.RAMS. ON IHE NEGATIVE SIDE, TIE LOW SALAPV DOES NOT 
STIMULATE HIGH PRIOUCtIV TV, ANRT SOME IIORXERS, 

PARTICLILARIY IN UIBAN ARIAS, ARI RILUCTANT TO WORKFOP 

SUCH A LOWIAGE ON IKE POSITIVE SIDE, THE tlA WA6E
 

PERIIII. FIll G01 711 SPRCAI, ITS WIRY LIMITED RE.DURCES 

VIDILT, SPI:EADIHG AVAILAILE INCIOE AND OBTAINING A 

LARlEI WORI,,FORCE FOR CIVIL WORIS PROJICTS. 

ADDITIONALLY, THE LOW VALE (N;UI'S THAT WORKERIINAVE A 

STRONGIICINTIVE 10 FIND POSITIINS IN TNE PRIVATE SECIOR 

WIEtt TREY ARE AS-URED 01 NIGH[ REIMUNIRATION. 

.I CI RESOURCESIOUIREI. THE AVEROGIEArLY WAGEPIDO 

TO WORKERSIN 101!. PR DUII.G NRE-TIARS OF lit#.RIM THI 

ll1 I 1 AS.ISTA.CI IS AS:U' ID TIOAVERAE TO 2.1 IDOL, 

2.:'), 04 10.5 PEICENI OVER IE CUIRNT LEVEL. IN 

ADDITION TO SALARI COSS, II PEIEN I . REIE[gt1lD FOR 

fRATIRIAL-, A|INIIIIG TN.OTAL COST PER DAY PEl JOS TO TO 

TUNIS 103241 84 or 17 :41451 9637 10652 AID:'E*I 
2.31 	 (DOLS 2. T7) AIIDTHE TOTALCOST FOR32 VEEI. TOTI' 
4431'.' DOLS 532) THEMI:.SION A D THE ,OT HAI AGREEI 

UPON A TARGI OF 6o, BO JO(IS. IN '988, b,0 is9 ItoND51, III 
5B, M,1 IN h!9g. 1ILE I I OCALCI.RRENY FROC[EI, VOl.I 

FINAIICE.35,UIJO JOB'. IN ISLE, 30,1109 IN 1981 ANt25,0001 
IN 195 , VH L E THE GOT VOIL D CON;INUE To FINNLE ANOTIIER 

75,910C JOBS EACH YIAR 0OT OF ITS REGULAI; 8DC['ARY 

RESOI 	 CES. THESE 1ARE TS REFLEC' 1HE GOT'S BEE CF THIT 

UNEN'LOY.MENTVILL CONTINUI 10 BE A SERIIUS PROIILEMFOR 

AT LEAST IHL PERIO' Of THIS PROJICT AND IHA ThE GOT 

FISCAL SITUATION WLL REM,,N DIFFICULT. THE GOT HA,
 

INDICATED IS INTEIIT TO IFICREA;EITS FUIDING FOR THE 
P2O .J1CTABOVEPLANIED LEVILS If 'IS FISCAL SITI ATION 

PERM:Tt. TilE MISS ON OILIEVES TlAT THE GOT VILL i IIIA 
r'iAIICIAL POSITION 10 CON!IINUE TIl PROGI;AMAt HIGH 

LEVEIS. IF IT DEEIMSNECESSRV A; 1SG ASSISTANCE IS PHA:.EO 

OUT. 10 CREATE 50,009 JOB* AT A COST PEP JOB Of DOLS b32 
WILL REOUIRI APPROIHATE0L DOL; '8 MILL ION. DOLESI 

MILLION OF LOCAL COIRRENCY PROCEEI' HAVE ALIIEADOBEEN .ET 

ASIDE 	 FROM THE EI.IlNG F' it TI:LE I PIOGRAr, LEAVINI A 
EALAIICE 10 HE FUADID OF DOILS 31 IlLLION. ASSUIIING THIIT 

THE GOT VILI PROdIDE AN IA IAYMENTOF Ie PERCENT IN 
TITLE I AGR!ENEHTS ANO THT THE IIISSION WILL S!EV TO 

EXPAIID THE LECTION 106 PROGRAMB' APPRO.IMAIEL' DO'S 4 
MILLION OVEP THE F' 158J-L9 Pf~ILD, TAE AUTHCRIZED TITLE 

I-LEVEL VOUID NEED TO BE 4BOUTD(ES 4l..I MILLIIN l.E., 

DOLS 31 HILL ION PLIIS DO.S A MIlL DN IFOI SECTICIN103) 
EQUALSOOLS 42 MILiION; DVICEO IV P.9 10 ACCOIINTFCR 

THE LOT'S IIIITITAL PAYMFN: 101.L: DOL3 46.6 1 ILLIONt TO 

GENEkATE TNT LOCAL CURRENIY NEEDI. FO THE WCRI RELIE 
PROGkAl. TiIE MISS OH SUGIE5T PIOVIOINh 78E[ RESOLRT;S 

OURING THE T Y 87 - FY 81 IERIO ,* FOLL(WS 

- YEAR PROPOSEDTISLE I LIVEL LDLS MILLIONS 

- 1531 IS 8 lOVER DOLS I' I. LEVIL ALPREADYSIGINED) 

- III$ IS 8 

- 19ao 11aA 

- TOTALS • 46 6 

THE MISSION SUB1IIED ITS RE0UES" FOR All ADOITIONAL DOLS 

IS1PLLIOW (r Fv A' RESOUICES IN TUNIS ",97,1 AlN PROVIIED 

B[LLIOW OETIPMINAT ON INFbjRhATIOI IN fUllS 8145. IF 

TRES[ RESOUHCES CAINBE PRIVIDED N FY I", THEIROPOE1[ 

UNCLASS IFIED
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ACTION AID-F0 

ACTION ofICE FFP,9H 

INFO SEOP-PI FPA-02 AR[P-01 tNPO- 5 GCAN-f2 SfRF-HI FFA-0I 


OFDA-P2 PPPt-02 GC-01 S'O;-02 GCCM-Bt ANIR8-06 FVFP-I. 

AGRI-0I COM-o ANH?-BJ CMte-0.,TRSf-O RCIO-I TILE-01 

/195'A4 3:4
 
-------------. -.--------. -.-.--------------------------------------. 

INFO LO,-9V COPI-11 CIE-0J E9-00 CODE-f" N[A-n4 TFSE-80 
AG -I-LIS109S W 


------------------ 341333 241450z /44-38 


0 241446! JUL 8? 


E"/ AmiETIBss1 rufliS 


TO SECSTATE WASiDC IMM DIATE 1441 


UWCLAS SECTION A OF 9I TUNIS 8248 


AIOAC 


E 0. 123"(,:N/A 


SUIJECT: PL 480 TITLE I/SEC'ION 416: PRCPOSAL FOR 

STRUCTUR4l ADJU;TINH" SAFETY NET PROIRIM 


PL 488 Til[E I-EVIL i'iFiS 8' A1.D 8 VSULD TOIAL 001.1 

31.6 MIlL101K. IHIS VO'I1 REPESINT AN INCRO..Sl OF 6.6
 

MltlICN 3VF PR:VICUSLf [!TABIS.ED AAP LEIL. FOR eL 
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Table 1
 

Tunisia: PL 480 Title I Commodities
 

Volume In metric tons, Value in US$ thousands
 

Corn (Maize) Soybean Oil Wheat Total 

Vol. Value Vol. Value Vol. Value ($000) 

1976 .- 21,300 $2,800 $2,800 

1977 - - - - 77,580 $8,652 $8,652 
1978 22,310 $2,371 - - 64,730 $8,361 $10,732 
1979 30,030 $3,075 - - 47,330 $6,478 $9,553 

1980 42,720 $4,931 - - 75,600 $11,861 $16,792 

1981 - - - - 21,510 $3,345 $3,345 
1982 .- - 116,340 $16,173 $16,173 
1983 - - 6,150 $2,885 55,910 $9,728 $12,613 

1984 61,110 $8,669 - - 28,530 $4,769 $13,438 

1985 28,601 $2,934 - - - - $2,934 

1986 56,000 $5,500 - - 98,000 $10,000 $15,500 

1987* 93,000 $7,500 - - 68,000 $7,500 $15,000 

Total 333,771 $34,980 6,150 $2,885 674,830 $89,667 $128,032 

* Estimated 



Table 2(a), 4
 

Tunisia: Exports and imports of primary categories
 
By Major categories, 1980-1985
 

Volume in thousand metric tons, Value in USt Million
 

Year: 1980 1981 1982 1983 1984 
 1985
 
__Vol. 
 Value Vol. Value Vol. Value Vol. Value Vol. Value Vol. Value
 

Exports
 
Olive Oil 40.6 *61.5 68 $101.5 -58.5 96.0 36.5 $38.7 78 
 44.6 46.2 t35.7
Dates 5.4 11.1 16.8 31.4 8.9 14.7 11.3 19.7 16.2 14.2 14.2 16.9

Almonds 1.9 6.7 
 2.8 7.5 0.7 0.8 0.9 1.5 1.8 2.3 1 0.7
 
Citrus 28 11.1 25.6 9.9 
 18.1 6.4 15.1 6.9 31.7 4.4 41.1 8.6
Wine 
 22.8 7.7 37.5 7.7 33.8 6.9 21.9 3 17.3 2.3 43.4 4.6
Fish 6.7 
 27.9 6.8 16.4 5.5 24.2 6.9 35.8 8.7 20.3 9.4 24.9
 

Imports * 
Soft wheat 367.4 82.5 360.7 $62.4 501.8 78.6 482.8 74.5 
 515 *48.1 456.1 $44.2

Hard wheat 281 72.6 135.3 
 47.6 119.3 21.3 425.9 80.4 406.9 50.9 
 30.9 4.9

Barley 18 3.7 138.1 22.7 41.9 
 5.6 3.8 0.6 26.9 2.3 23.2 1.6

Corn (maize) 142.4 22 263.4 43.7 358.4 46.7 220.4 29.5 261.2 26.2 209.5 20.4

Sugar 148.5 75.6 
 191.1 82.2 188.5 52.1 192.8 49.6 133.7 16 165.5 17.1
Tea 7.5 13.1 9.3 15.4 9.9 13 11.6 17.5 11.6 11.9 12.9 18.4
 
Milk 27.8 26.2 43.9 33 36.4 26.6 
 27.5 22.4 23.1 28.3 27.4 11.4

Soybean oil 
 78.5 41.7 64.3 35.6 49.7 23.7 8.1 41.5 86.4 31.1 59.4 29.4
Meat ** 16 24.7 31 50.6 22 32.2 36 50.1 60 38.4 28.9 21.6
 

* Additional food needs to support consumption on a nutritional basis had been calculated at zero prior 
to the recent drought.

•* Including live animals for slaughter. 

Source: National Statistics Institute, IMF
 



Table 3
 

Tunisia: Agricultural Production
 

Al figures in thousands of metric tons
 

Year: 1981 1982 1983 1984 1985 1986
 
-(Proj) 

Cereals 1233 1255 922 1023 2066 1250
 

Hard wheat 804 753 510 584 1069 700
 
Soft wheat 159 163 109 127 311 200
 
Barley 270 339 303 312 686 350
 

Fruit and vegetables
 

Citrus Fruit 220 165 138 220 196 250
 
Dates 50 45 60 46 60 68
 
Tomatoes 380 260 360 430 420 428
 
Red peppers 124 90 130 120 140 158
 
Potatoes 140 110 150 135 150 160
 
Melons 280 310 320 300 320 348
 
Almonds 35 30 37 42 51 45
 
Table grapes 35 28 35 45 50 52
 

Olive Oil 140 90 45 150 105 100
 

Other
 

Meat 181 192 181 190 205 217
 
Sugar beets 62 82 67 140 158 300
 
Milk 264 244 277 290 315 340
 
Fish 58 63 67 75 84 85
 

Source: Ministry of Agriculture, Ministry of Plan and Finance
 



Table 5
 

Tunisia: Balance of Payments
 

All figures in US$ millions
 

Merchandise Trade Current Acct. Deficit
 
Year Eports Imports Deficit US$ Mill as % GDP
 

1975 $ 799 $1,238 $ 439 $170 3.9%
 
1976 781 1,425 644 408 9.1%
 
1977 776 1,604 828 578 ll.3Z
 
1978 927 1,776 849 476 8.0%
 
1979 1,538 2,467 929 308 4.2%
 

1980 1,805 2,877 1,072 452 5.2%
 
1981 2,455 3,587 1,132 649 7.7%
 
1982 1,980 3,218 1,238 767 9.4%
 
1983 1,861 2,942 1,081 625 7.7%
 
1984 1,798 3,018 1,220 867 10.8%
 

1985 1,729 2,741 1,012 576 7.0%
 
1986 1,660 2,842 1,182 818 9.0%
 
1987 1,844 2,937 1,093 764 8.0%
 

Source: Tunisia BOP Paper
 



Table 6 

Tunisia: Growth in Agriculture and GDP 

Real Growth Rate: Agriculture as 
Agriculture GDP Share of GDP: 

1976 5.8% 3.9% 17.9% 
1977 -7.4% 5.3% 15.8% 
1978 6.1% 7.1% 15.6% 
1979 -5.7% 8.4% 13.6% 

1980 6.5% 4.3% 13.9% 
1981 8.8% 5.5% 14.3% 
1982 -9.9% 0.0% 12.8% 
1983 2.5% 4.9% 12.5% 
1984 12.9% 5.5% 13.4% 

1985 15.0% 4.8% 14.7% 
1986 -21.3% 0.7% 13.3% 

Source: Ministry of Plan and Finance 



Table 7
 

Public Finances
Tunisia: 


All figures in US$ millions
 

Year 

Government 
Revenues 

Government 
Expenditures 

Government 
Deficit 

Deficit as 
Share of GDP 

19751976 $1,210.0i,228.7 
$1,319.7
$1,410.2 

$109.7 
$181.5 

1.4% 
3.2% 

1977 
1978 
1979 

$1,460.1 
$1,873.6 
$2,315.4 

$1,799.5
$2,135.3 
$2,685.4 

$339.4
$261.7 
$370.0 

0.6%4.1% 
4.7% 

1980 
1981 
1982 
1983 
1984 

$2,738.8 
$2,702.7 
$2,807.3 
$2,744.1 
$2,937.0 

$3,037.3 
$2,916.4 
$3,248.9 
$3,404.8 
$3,181.8 

$298.5 
$213.7 
$441.6 
$660.7 
$244.8 

2.8% 
2.5% 
5.4% 
8.1% 
7.5% 

1985 
1986 
1987 

$2,772.1 
$3,091.2 
$3,110.0 

$3,401.4 
$3,630.2 
$3,484.1 

$629.3 
$539.0 
$374.1 

7.1% 
5.9% 
3.9% 

Source: Ministry of Plan and Finance 


