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Over the past decade, nearly $125 million in P.L. 480 %“witle
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
$15.5 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 o0il and phosphates, and the
government (GOT) used revenues from these and additional
international borrowirg 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 triggered 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 P,L. 480 resources serve another, more
werthwhile, 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 Poreign Exchange and Bvdget 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 exchénge earnings were
the gradual exhaustion of petroleum reserves, trade losses
resulting from the expansion of the EEC to include Spain andé
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 arquably 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 o0il and citrus -- to the
EEC. Tris 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 o0il 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 0il. 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 hilf 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 2.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 impact. 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 1 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. 48C 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. 1In 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 understandii.g this.

2 This discussion also provides evidence that P.L. 480
does not provide a disincentive to local productfon, under the
0ld 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 shrirkage of the product. 1In 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 co targeted will contribute directly to nutrition. 1In
this transitional period we cannot use historical evidence to
judge the 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 nutritien and the 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. 1Its
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, o0il prices

have firmed, and 1987 has turned out a good year for tourism,



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
functicns 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 economv and reducing subcidiec, 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 reflecf 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 rave 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 and subsidies creates
distortions and rigidities which limit the economy's ability to
respond to shocks. 1In 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 beaiing 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 fcreign 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 nhosen 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 probablv 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 tgxtiles, 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, thic
will be a one-time boost, to be reversed again in 1988. A major
component 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 these 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., 1Import 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
aséets, 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 baper 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 ord=sr 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

#i 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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UKRCLAS SECTION 82 OF #7 TUNIS nuh
AIDAC

E.0. 12356: N/A

SUBJCCY: PL 486 TITIE {/SECTION 416: PROPOSAL FOR
STRUCTURAL ADJUSTMCNT/ SAFITY KET PROGRAN

EMPLOYMENT SITUATION FOR UNSPILLLC LAY LABCRERS 1¢
JHOUSHT TO HAVE WORZEMEDC, MAtNLY BECAUSC OF COUTINUED
CONTRACTION 1N THE CONSTRUCTION EKDUSTRY. THE MiLSION
BELICVES THAT & REATONABLL ESTIMATE OF UKEFPLOYID DAY
LABORERS IS 125,860 AND THE GOT 1S SEEKING TO CLTBLIGH
A VDRY. PROGHAN REACHING 100, Fb® WORMERS. THIS GRCUP,
PMOSTLY URBAN B2SED, 1S A SIGNIFICANY SOUFCE OF POTENTIAL
SOL1AL DISCONYENT.

= @) CIVEN THL BastC DEMOGRAPHICS OF TUNISIA'S
POPULATION, THE JOD CFEATION RATL FCR THI ECONOMY muST
BE HiGK, OVIR ) PER YIAR, 10 AVO(D INCREASES IN
UNEHPLOYHENT. 4T IS ESTIMATED THAT ECOMGMIC GROWIH NUST
BE 1K THE ANEA OF S.S FOR UNIHPLOVMENT TD FaLL,

ALTHOUGH THAT FIGURE 1S EXPECTED TO FALL, SINCE REAL
VAGES ARE DICLINING

= U) TUNIZiA 1S RCQUIRED, UNDER S#P GUIDELINES, 10
REOUSE REAL PUEL!C SECTOR CPENDING FROM APFROXIMATELY 48
PERCINT OF GDP Im 138¢ TO 28 PERCENY IN 1991,
GUIDLLIKES FOR REDUCTION OF THE GDT'S BUDGETARY DEFICIT
ARE FROM 6 PERCENT OF GOP IN 198u TC 3 PERCENT IN 1991,
ALTHOUGH THL ABOVE FIGCUREZ fFPLY CONTINUTD BUDGETARY
STRIHGENCY BY THE GOT AFTCR-1993, HEALTHY ECONOMIC
GROWIH IS AI SO EXPECTED TO MéKE MORE RESOURCES AVAILAGLE
FOR THE BUDLET. THE KEAL DECREE OF BUDGETARY STRINGENCY
VILL B DETCRMINED BY THE SULCESS OF STRUCTURAL
ADJUSTMENT PROCRAM K REDUCING HCAVY LOSZES IN TUKISIA‘S
PARAITATAL ZECIOR.

= €G) ALTHOUGH THE GCT'S OFFICIAL PLANNING FIGURES
INDJICATE REZINC UNFHPLOYMENT THROUGH 1991, A COMBINAT!ION
OF NEALTHY [COMDMIC GROWTII, REDUGED LOSSIS iN THE
PARASTATAL SECTOR, AND DECILINING REM EMILCYMENT COST3
17 05 MOPED WILL RICULT IN A REDUCTION 1k LNEMPLOYMENT
AMON', THE TARGET GROUP FOR ThE WORK REL IEF PROGRAM AND
IN EMPROVED ABILITY OF THE GCT TO FUND THE WORK RELIEF
PROGRAN AFTLR 1994,

= 8) MALNHTRITION AFONG TI'NISIA'S POOR HAS LONG BEEN A
PROBLEN. MODERATE CHRONIC MALMUTRIYION OCCURS WEDELY.
SURVLYS MAVI REPEATIOLY SIOWK AT LEAST FIFYEEN PERCENT
NOOERATE TO CEVERE MALNUTHITION. A 1982 SURVEY MADE IN
CONJINCTION VITH Tif CRS PROGRAD §OUND 33,9 PERCENT OF *
CHILDRER ENTERING PRESCHOOU PROGHANS HAlY BELOV WORMAL
VEIGHT FOR AGE. I STRUCIURAL ALJUSTMI&T PROCESS WILL
ASSUKEOLY HAVE SWOII-TERM WEGATIVE 1MPACI ON THISE
WARIABLES A UNEMPIOYERT INCREASES AND INL SUBLIDIES OW

UNCLASSIFIED

INCOMING
TELEGRAM

. TUNIS #B243 02 OF ) 2414491
BASIC FOOD JTEMS ARC REDUCLD,

2. STRATEGY FOR COPINC WITH JHC SOCIAL COSTS DF THE
ADJUSTHERT PROCESS

(A7 TUKISIA®S MEDIUM-TERH STRAT{GY TO RESOLYL 11§
UNEMPLOYFENT PRCBIEN 1S INCORFORATED INTO 115 STRUCTURAL
ADJUSTHENY PROGRAN. TKE RATICNAL IZATION OF [ XCHANCE
RATES HAS ALAEADY CREATED IMPEOVED INCENTIVES TO INVEST
I EXPORY INDUSTRIES AND LLSS INTIRVENTION IN FACTCR
MARKETS MILL ENCOURAGE TSE FULLER USE OF UNEMPLOYED
LAROR

- @ ALTHOUGH THE GO ANU JHE DONOR COMHUNITITY ARE
CONVIKCED THAT THIS STRATEGY WILL BE EFFECTIVE IN
INCREASING INCOKE_ AD (HPLOYHUKRT, THE STRATEGY WILL
ALNOST ASSUREDLY REOUIRE SOME YEARS Y0 GCNERATE THE
REEDED (NVESTMENT AND THE RESULLTING EMPLOYMENT
OPPORIUNITIES. DURING THE INTERVEMING YEARS, THI £OCIAL
COSTS GENERATID BY THE STRUCTURAL ADJUSTHMINY PROCESS
VILL HOT BE CQUALLY OISTRIBUTEO THROLGHOUT THE 3OCIETY,
AND SOME GRD4PS CAN NBSORB THE CFFECTS FAR PDRE EASILY
THAN OTRERS. LOW IHCOME Fam't1ES VILL BC MCRE ATFECTED
BY THF REDUCTION IN FOLO AKD OTRER SLBSIDIES AND THE
CUT-BICK K 30CIAL PROGRAMG THAN OTHER GROUFS IN Tk[
SOCIETY. THC INPACT OF INCREESED UNEMPLOYMENT (N THE
CONSTRUCT ION INCUSTRY, THE DECLINE Ik EMPLOYMENT |k
PARASTATALS AND TWE REDUZTION IN CHPLOYMUNT IN
INEFFICEENT YMPORT-CUBSTITUTING INDULTRICS ViLl
GBV10USLY BE FELT Bt THE WQRKERS AND FAMILIES DIRECTLY
AFFECTED. THE PROBIEM 1S PARTICULARLY ACUTE FOR THE LoV
INCOM. FAMILIES LEAT ABLE TO ABSOKB THE RECUCTION IN
REAL INCOME.

= {Cr TKE GOVERNMENT OF TUNISIA AND THE DOMOR COMPUNITY
RECOGHI1E THE NCEO TO MIMIMIZE THCSE COSTS AND TO REOUCE
BURNAN SUFFERING AND SOCIAL AND POLITICAL PRESSURES.
EXPERIENCE W TUNISIA E.G. THE 1964 BREAD R10T3) #ND IK
OTHER COUNTRIES HAS SHCWN THAY FALLUEE TO ALEQUATELY
ADDRE:S THESL CCNCERNS CAN RESULT IN SOCIAL AND
POLITICAL INIYABILITY, THESE PRESIURES CaM CAUSE

961) 166943 A102529
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ACTION A1D-PD COUNTRY.. USL ASSISTANCE WILL HAVI THE EFFECF OF
OO ELEL DO Lt e LESSEHING SOCIAL ANL POLITICAL TERSIONS IND THUL HAKL 1T
ACTION OFFICE  [FPi09 . : EASIER FGI TRE GOT 10 CARRY THROUCH FUILY ON iT¢ REFCRA
INFO SEOP-P] FPA-B2 ANIP-B) ANPD-IS GCAN-? SERP-81 FVA-8I PROGRLE
0FDA-D2 PPPE-82 G(-£i SEOS-82 GCCH-BY ANTR-06 FVPP-81-
AGRI-01 COM-B2 ANME @1 CMB-02 TRSY-8S RELO-B1 TELE-BI = Ul THE MISSION FKOPOSEL TO UTILIZE PL 488 TITLE |
1955 °h4 324 RESOURCES TO HEL® THE GOT 10 OVERLONL THE FINANCIAL
------------------------------------------------------------------ COYSHAINIS IN THE EMPLOYRENT PROLRAM.  FARAGRAFH FOUR
INFD L0G-B0  COPY-#1 CIAE-BO [B-98  DODE-09 NIA-B4  TRSE-80 BELOW CONIAILS A DILCRIPTION G7 THIS ACTIVITY WHICH NAL
AGRE-DB  /88Y ¥ : BECN FREPAREL 70 THE REVIEW OF A.1.D./W AND TH
------------------ IN2U6 2414571 740-30 INTCRRGENZY LOMMITTEE (OCC).  FOR THE SECORD PART OF TEE
0 2414461 Jut 87 S STRUCIURAL ALJUSTHINT SAFETY NET FROGRAM, THE HISSION
FH AMERBASSY TUNIS T PROPOSES THAL SECTION 416 106DS B USED 10 ASSILT THE
TO SICSTATE WASHDC IMMEDIATE 1435 AR GOT .WITH IHE TARGETIED FLELING PROGRAN AtMED PRINARILY
ot et AT YOUNG CHILOREN. A BRIEF DESCRIPTION (F THAT ACYIVIY

UNCLAS SECTION 83 OF B7 TUNIS 08748 Ll R

AIDAC S e
NP S
£.0. 12356: N/A
SUBJICT: PL 410 TIVLE 1/SICTION 216: PROPOSAL §OR

STRUCTURAL ADJUSTHENT/ SARETY HEY PROGRIM

GOVERNMEKNTS TO FALL OR TC TERMINATE THE READJUCTHENT
PROCISS BFFORE THE POSITIVE BENEFITS OF THE ADJUSTMEINT
PROCESS ARE ACHILVID. THI RECINY RIOTS 1IN TUKIS UULY
1437) ARE POIGNANT REMIKDERS THAY SOCIAL PRESSURES.ARE .
ALREADY BUILDING th THIS (OUNTRY,

= ©) FACEL WITH SEVERL TUDGETATY COHSTRAINTS, ANY

C SAFEYY RET TROGRAM MUST BL CARLFU{LY TAFGETTED TO THOIE
MOST NEEDIN(C SUPPDST AND hUST BL SCALED BACK QUICK.Y RS
THE UNDECRLYiNG NLEL 1S RELUCED™ THE GOY HAS ThUS
DICILED TO FOCUS 11S L IMITED RUSCURCES (N TWG CRDUPS
THAT WILL PIRTICULIRLY BE AFFECTED BY THE STRUCTURAL
ADJULTHENT TROCESS -- THE UNEMPLCYED aND THEIR FARILILS
AYD THE CHILDREN OF LOW [MCOME FIMILIES.

~ @) THL LOT HAS EXISTIMG PROGHARS PAT ' TCULARLY WILL
DISIGNED TO ASSIST THESE \ULNERAELE GROLPS THRCUGH ‘at
STRUCTURAL LDJUSTMENT PERIOD.,  TC AS3ISY THE UFIMPLUYED,
A NATIONWID! PROGRIN OF TEMPORARY, LOW VAGE £1(OYAINY
0y CIVIL wOsMS PRO.ECTS EiISTS AMD CAM EE EXFANOED TO
ABSO0KE L ARGER NUHDIRS OF INEMPLOVED WORPERS.  TNE
PROGKAM PROVIDES A M'MIMAL INCOME TO FANILIES VHO WOULD
OTHEFWIST HAVE YIRVUALLY POKE, THEREBY ENSURINC THE
MAINTENARCE OF MINIMAL HUYRITION/L AND {1VING JTARTARDS
FOR TENS OF THOUZAMDS NF TUMISIAM FAMILIES.
ADDITIOMALLY, AS THE FROGHAM REQUITES PROCUCTIVE LABOR
ON CINVIL WOFKS PR5.2CT3, 1T WiLl ALSD PFOJUCE #ND/OR
MAINTAIN NEEDED ECONOM:C #ND SOCIAL INFFASTRUCTURE.

~ F) TO ALSIST ThS ELEMINTS OF THF POFULATION
KUTRITIONALLY MOZT AT-wiS, THL (OT Witl UTILITE ITS
PROGEAN Wi I(H PROVIDES 7O(D SUPPLERENTS TO SELECTED
PRE-LCHOOL #ND SCH{OL-AGE! CHIIDFEN AHD TO PRECNANI
WOHEK AND LICTATING MOTHESS. THESE FOOL SUPPLEMENTS ARE
TARCITTED SIECITICILLY AT THE FOCRESY 3¢ PERCEMT WITKIK
THOSE GROUPL.

- &) BUUGEY SIRINGENCY, AM ESSENTIAY CLEMENT OF IHL
STRUCTURAL #QJUSTMENT PROCESS, WILL PREVENT THE GOI FhOM
FUNDING [HELE PHOGIANS AT LEVEIS APPROPHIATE TC THE
NEEDS OVER YHE NIXY THALE YEAARSG,  USAID/TUNISHE, WITH
THE LUPPOILT OF 1HE COUNTRY JEAN, 1S THUl PROIOIING 1D
CREAIE A QUCTE STRICTUNAL ADJUSTHENT ZATETY HEY PROWRIN
UNQUOTE WHICH WILL PROVIDE REOUFCES 10 THE w01 TO CARRY
01 1HTSC TVO ACTIVITICS,  THE CCUATRY TEAN HELIEVCS
THAYT N1 PHOGRAN VILL AT ONCI DEMONGIRFTE ULG SUPPOR
FOR THL GOT'S SIMUCTURAI (DJUIIMINT I'KOLRAM ANL OUN
IMTEREST IN LESSINING DIE SUFFERING OF 1ME WLLTY IN THIS

UNCLASSIT-1ED

1S PROVIDED IN PARACRAPH FIVE, ANL A FULL OPERAYIONAL
PLAN i ROM CRL AND AFPROV[D BY TNE "MISSiOM WILL [E
PROVIDRBE® ZHOKTLY FOF AID/W AND OCUL CONSIIERATIOM,

4, PiOf‘OSSD FL 430 H'n'.t | SAFETY NET ACUIVITY: VORK
RELIES PROGREM

< W) OBJECIIVES. THL PRULPOSED 1ITLE | PROGRAM IS
INTENDED “10 FROVIDE ESSEMTIAL SUPTORT TO THE G01'S
STRUCTURA. ADJUSIHEIT PROCISS BY PROVIOIFG THE FLSOURCES
T0 RLNUCE UNEMPLOYMINT QURING THE PERIOD 1883-9(. AT
THLD SKMC TiRE, TITLE | RESOURCES VILL COMTRIBUTE TO THE
IM ROVEMENT IN TUNIT§8°S BILANCL OF PAYMENTS ANL Wit
PROVIDE AND/OR MAINTAIN 1HIORTANT ECONOMIC AND L0CIAL
INFRALTRUCTURE. :

- (B) PROJECT DESCFIPTION.

- (1) THE 6OT1*S PROGRAMME DUS CHANTIERS DI
DEVELOPPEMENY, W4ICH WE WILL REFEF 70 AS THE VOFK RELCEF
PRIGRAM, 15 MARAGED BY THE MINISTIY OF THE INTEFIOR.
PROGRAM RESPONSIOILITIES AFE LARGILY DLCEWTRALIZED, WITH
CONSIDERASLE AUTHORITY VISYEC 11l THL 2) FLGIONAL
GO/CRLORS. YHL OBJECTIVE (F THE fROGRAM IS 10 FROVILE
PROOUCYIVE TiMPORARY EMPLOVMENT TC UNENPLOYED TUINKISIANK
WORKERS AND YO UTHLIZE THAT PROOUCTIVE LI/EOR ON WIGH
PRIORITY PUBLIC WORMS ACTIVIVIES.  THE PLBLIC WCRKS
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ACTION ALD-BP : 2.31 QOLS ©.77) AND THE VOTAL CUST FOR 132 WLELS 10 TD
------------------------------------------------------- Fosemm-mee 4420 7DO0LS $32)  THE HILSION AND THE LOT HAVI AGREED
ACTION OFFiCE FFI-B89 UPON A TARGIT OF bu, 880 JODS,IN 988, SU, 808 11 1939 nND
INFO SEOP-B) FPn-82 ALDP-8) ANPD-BY GCAN-02 SERP-81 FVA-81 58,800 In 1988, T.TLE | LOCAL CURRENCY FROCEEDS wOLLD)
OFDA B2 PPI'B-B2 LC-81 LE05-02 GCCH-01 ANTE-86 FYPP-81 FIKANCE. DS, 009 JOB™ [N LSLE, 33,100 IN 198Y AND 2%, 000
AGRI-BL CON-82 ARME-8) OMB-02 TRSY-0% RELO-81 TELE-91 IN 1988, WHiLE THE GOT WOULD CON'INUE TO FINANLE ANOTHER
7055 AL 3¢ 25,800 JOBS CACH YL AR OQUT OF ITS REGULAL BUDCETARY
------------------------------------------------------------------ RESOURCES.  THESE YARGETS REFLECY THE GOT*S BELIEF THM
INFO LOG-08 COfY-p) CiAE-83 EB-88 DOCE-B8 MEA-84  TRSE-08 UNERPLOXHENT WILL CONTINUI TO BE A SERIUUS PROKLEM FOR
AGRE-BE /B0S ¥ AT LEAST THL PERION OF TH1IS PROJICT ARD .THAT ThE GOT
----------------- 41266 2414587 /44-38 FISCAL SITUMTION W LL RCMulN OIFFICULT, THE GDT HAS
0 2414461 JuUL 87 ’ YMDICATED TS INTENT TO INCREASE ITS FUNDING FOR THE
FH AHEMBASLY TUNIL PROJICT ABOVE PLANNED LEVELS (F TS FISCAL SITUATION
T0 SECSTATE VASHOL IMMED'ATE 1440 PERMITS.  THE MI3S.0W BCLIEVES THAT THE GOT VILL BE Il A
FINANCIAL POSITION TO CON'INUE THE PROGKAM AT HIGH
UNCLAS SECTION #4 OF BT TUNIS BL248 LEVELS, IF T DEEMS NECESSuRY A3 WSG ASSISTANCE 1S PHALED
OUT. T0 CREATE 59,002 JOB. AT & COST PEF JOB DI DOLS 432
A10aC WiLl REQUIRL APPROXIMATELY DOLS 48 MILLION. DOLS 12
MILLION OF LOCAL CHRRENCY PROCLENS HAVE ALREADY BEEW LET
£.0. 12356: w/A ASIOU FROM YHE EXILTING FY 87 TITLE | PHOGRAF, LEAVING A
SUBJECT: Pl 488 T«TLE 1/7:ECTION 416: PROPCSAL FOR BALANCE TO HE FUNOID OF DULS 33 MILLION.  ASSUMING THAT
STRUCTURAL ADJSUSTHENT/ SeFETY RET PRCGIAM THE GOT Wilt PROVIUL AN INIYIAL FAYHENT OF 1@ PERCENT IN
ACTOVITIES ARE IDIRTIFIEL AT THI LOCAL LEVEL Iy THE TITLE | AGRIEMEWTS AND TH.#T THE DISSION WiLL StEw YO
TECHNICIAN'. AND O'FiICHaLt FROM “HE MIN'CTRIES CF EXPAID THE LECTION 108 PROGRAM B* APPRO. IMATEL' DO-5 &
AGRICULTURI, EQUIFRENT [OQUCATION, HEALTH AND CTHERS VMO MILLION OVEF THE Fv 1983-09 PEAICD, THE AUTHCRIZED TITLE
ARE IN CON'AZT WI'H TMC 1OPUL AT/ ION ANI1 KNOWLLOGEABLL {-LEVEL YOUID NEED TO BE wBOUT DCtS 4¢. & MILLION (1.E.,
ABOUT LOCAI PROBLIMS. VIE SAE MIXISTFIES PROVIDE DOLS 3 MILY ION PLBS 00.S 4 MItL ON {FOF SECTICN 103
TECHNILAL CUPERYVILION ANl EQUIPLIENT, WIHLE THE EQUAIS DOLS 42 MILLION, O VIDED 1y .9 70 ACCOUKT FCR
GOVERNORG' BUDGET FINANCIS SALATIES #NDI MATER(ALS THE GOT'S {NITETAL PAYHEN {QUALL DOLS 4b.& FILLIONT YO
GENERKATE THI LOCAL CURRENCY NEEDID FO2 YHE WCRE REL IE
- {2} THE PRUGRAM CLRRENTLM PROVILES TEMIORARY PROGKAM.  THE MIS O SUGLESTS PIOVIDING TRESE RESOURGES
(MPLOYMENT TO SOMI 25,880 WORALES FOR 4N AVERKGE ANWIIAL DURHIG THE TY 87 - FY B9 1ERIOD 7S FOLLOMS
PER.OD OF 22 WEEW ST 1haYS PEF WEE®). RECANCE OF TkE - YEAR  PROPUSED TH1ItE | LIVEL (DOULS MILLIONS
CURLENT UNIMPLOTHINT PROILE® 4Nl TWE LRGE NUMEEFR CF - 1937 1% 8 {OVER OOLS 1L M LEVIL ALREADY SIGHED)
DESTITUTE TANILIEL, MANAGLERS OF THE PRUJECT AT THE - 1988 14 8
REG!ONAL AKD LOCA! LEVEL KEED L 1MITING THE NUNBEF CF - BTN T
VORLDAYS PIR PRQT:CIPANT N OSDIR 10 SIREAD R{ZOURCET - TO1ALS - 46 6
AMONG AS MiNY UKENPLODYED WORKER: A% POIZI8LE  Th{ 6OI
ESTIMATES & NEED IOR A TOTAL VOIN PRIGHAM RLACK!NG THE MISSION SUBMITED 1TS RECUES™ FOR Al ADDITIONAL OOLS
198,820 VOIKERS ALD 13 SULICITIIG ASCHLTANSE FROM THE 15 MLLION OF Fy 8 RESQUICES 1M TURES T972 4ND PROVIUED
USG ANO OTHEP DONURS [0 COVER TvIS LEVIL. CUR PROPQ:.&{ BELLNON OETIRMINAT Ok INFURMATION IN TUNIS 8145, IF
IS HOV 10 [ XPANI VHE ECIL7ING PIOGRAF 70 COsEh, ON TRESL RESOUKCES CAn BE PRUVIDED N FY B3, THE FROPOSED

AVERAGE, AN ADDIT OWAL 30, BB JUBS PER YEAR OHRING THE
1985-38 PEF10D. W TH EVENT O WER DOI:GR SUPILRT 1S NOT
FORTHCOHING, ECOROMIC CONDATIONL WARAANT, STRUCTURAL
ADJUSTMENT TARGUT: ARC MET -ANZ b, L 480 BUDCEY LEvOLY
PERIIT, WE MIGHT FECOMSILER OJR PRESENY POSITON ON PL
450 LEVELS.

- )} YHE WORE RELIEF PROSRAM PAYS WOFMERL ON(LY
TUNISIAN DINARS (O) 19 (DOLS L. 200 PIR DAY. THIS
REMINERATION 15 BILOV THE RMINISUM VAGE ANO LELS THAN
THAY PAID FOR SIMLAR WOIX IN MiKISTRY OF AGRI(CULTURD
PROGRAMS. ON THE NEGATIVE SIDE, TWE LOV SALAKY DDES WOT
STIMULATE HIGH PRODUCTIV TY, AMD SQHML VORKERS
PARTICULARIY IN UIBAN ARIAS, ART RELUCYANT 10 VORK FOR
SUCH A LOW WAGE ON THE POSITEND SIDE, THE LOV VAGE
PERNITY THI GOT T SPRCAD 115 VIRY LIMITED RELOURCES
VIDILT, SPEEADING AVAILALLE INCOME AND OBTAINING A
LARGER VOR) FORCE FOR CiviL WORLS PRCJICTS

ADDIVIONALYY, THE LOW VALE EMSUIES THAT WORKERS WAVE A
STRONG IMCINTIVE YD FIND POSITIONS IN YHE PRIVATE SECTOR
WERE THEY ARE ASLURED Of MIGHNEY REMUMI RATION

- K€} RESOURCES FEQUINEL. TNE AVERAGI OAFLY VAGL PnID
10 VORKERS IN THI. PROWRLN DUS|NC THI VHREE-YIARS OF IKE
TETEE | ASLISTANCE 1S ASIUMIO TO AYERAGLL TD 2.1 10QLL
2.92), oR 18.9 PEFCENY OVER TNE CURRLWY LEVEL. IN
ADDITION TD SALARY CO31S, 18 PELCENI 1t REQUIKID FOR
MATIRIALS, BRINGING TME YOTAL COST PLR DAY Ptk JOS 10 1D
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AS NECESSARY, THE NUMBEX OF WO4M{KS W40 PARTICIFA'L IN
THE PFOGRAH WItl PR{BAB.Y EXCELD VHE 119,088 JOES 10 BI
ACTION OTFICE TFPOY . FILLED. 1N AKY CVEKT, IHE INCTACE IN THE INCOME DI THE
INFO SEAP-PI FPA-02 ARIP-B1 ENPD-0S GCAM-{2 SRF-81 Fya-B1 PARTLCIPATING WDIRERS FAOM TUNILIE'S LOWMST INCIME

OFDA-R2 PPPE-82 GL-B1 SP05-0) GCCM-B7 ANTR-86 FVFP-g1 - FAMILIES WILL TOTAL APPHOXIMAT LY DOL 75 MILLICK OVIR

AGRI-P1 COM-02 ANFE-B3 OME-B2 TRSY-8% RELO-B! THLE-81 TRE THREL YEARS OF YHE PROJECT

1B3S Ad 324

INFO LOi-8F COPY-B) CILE-P) £8-80 DOD{-#@ NTA-B4  TESE-80

PAGE 01 TUNIS 85248 @5 OF 87 2414531
ACTION AID-B '

(3) ECONOMIC INFR4STRUCTURE COMPLETED

AGRC-p8 /808 W
------------------ J133) 2414587 /4438
0 243446 Jut 87
FH AMENBISSY [U4I1S
TO SCCSTATE WASHDC IMHDIETE 1443

UNCLAS SCCTION 5 CF 8! TUNIS 88241
A1DAC

€0 12356 KA

SUBJECT: PL 438 TITLL 1/SECTION 414: PRCPOSA{ FOR
STRUCTURAL ADJU,TMENT ~ SAFETY NE! PROGRIM

Pu 488 TiTUE | -LEVEL ¢4 FyS 8. AND 87 WIULD TOYAL DOt
3,6 MILLION.  THIS WO LD REPR[SENT AN INCRIuSE OF 16.6
MELL 105 IVER PRIVICUSL ! ECTRBLISKRED AAPL LEVELY FOH Pt
430 TITED 10 HOIWENVER, THE AISSION 15 LOWERIKG 115 PL
430 V4TLE 11 AA"L LEJEL BY 0O 7@ HitLiOn IF THL FY
87 RESOURCEL CAINCI BE PRLV'DiD, TFE MILS!IOW W(ULD
REQUEST SLIGKILr MIGAEQ ALLOCATICNLG IN FYS 55 #ND 38,

©) ECONCEIC IRFALT OF THE PRCPOSED FROGARKM
(1 BALANTL OF PAYMIN'S EFIECY

A3 THE SAP FRGCTEDS WITH YMPLIMERT'ON OF GELP ECONOMIC
RIFORNS, SUCK A, LESS S(GLLATION OF THE ECONOM
IMPRDVIN, THE FiSCEL S TUPT 04 FIR BUSHRESS, A1O Tt
CONTINUES PLESU'T CF FIREIGN [XCHANGE PEICING FOLICIES,
INCENTEV.S BN PRCEITALILITY N THE [CO'ORY aRE EXPICIED
YO IKPROJE SUBS:AKIFAL. v, WENCE, 1MPFOVED OUTFUT anD
INCREASEY PR IVA'E INVE.TKEN LIVELS ARE EXPECTED TO
RESULT IW A PROLRELSIV: REDUCTION OF UNEMPLOVMINT, THE
AVALLABECITY OF FCREIGH D)CHANWE WLt REMEIN CRUCIAL
THROUGHT THIS P RICO, LINMCE MaNY INDUSTSIES aRI
POPENDFMT 08 FOIF ICK EChENGE AVEILAB(LITY 10 FROCURE
ESSENTIR  INPUT, ALD W'Y JOR CRELTING LLVCSTHELT
PROJECTS OFVEN ALGUIRE INFORTID CAPITAL GOOU:

THE PL 438 RESOIRCES THAT WOULD EE MADE AVAL AITE
REPRESENT APPROCRIZTE (SSISTAHCE TO THE GOT 40Ok
BAINTAINING FOR 1GN EX-HANGE AVAILABILITY DURING THS
STRUCTURAL ADJUITMENT PERIOD, THE GRACE PERIOL FORM THE
&L 480 LOANS EXIEEDS THOSE OF OTKER LOARS THAT MIGHT SE
AVALLABLL TO  THI GOT, aMD THE LOMG MATURITY OF THE PL ’
430 LOAN; VWILL ASSIST THE GOT 1M LENGTHENING ThL AVERSGE
NATURITY OF 17S CXIERNA CEBT  YHESL EFFECTL VILL TEMD
T0 IMPROJE TUNEIA'S CHIDIT WORTH %E.LS AND 1TS ABILITY
T0 OBTAIN EXTERIAL FINWHCING DURING TRE STRUCTLRAL
ADJUSTRENT PERIND,

Q' CRPLO/MENT AND INCOME 1MPACT,

THE PROPUSED PROGRAN WILL PERMIT THE CREATION CF 165,000
TCHPORAR/ JOBS OVER THI 1988-%a FERIND, JOB. IRE
ASSUMED "0 LAST 372 WEERL 10 RIFEECT THE SEAUNIL
YARIATIC S 1N THE DEMAND FOR VOR® E G. THE FRIVAIL
SLCTON' S ABLORPIIOK OF I AEOR INCREASLL LHARPLY DURING
THE MARYI ST S[A.ON. A, MANY VORRERS KEFAIN IN THE
PROGRAN ONLY A 1EW WEERL CR MOHTAS, 1EAVE 1T F(R MOKE
REMUNERATIVE PRIVAIE SICIOR ENPLOYREHY, AND KETURN 10 1T

UNGLASSIF-IED

THE PROJECTS 10 BE COMPLETED UYDER THE PROGRAM INCLUDE
WATER AKD SOIL CONSERVATION, RIFORESTATICN, RURLL WATEE
SUPPLY, .USBAN WAIFR AHD SEVERALL SYSTIHS, STRELT ANu
SIDEVALK IMPROVEMENY, RIRAL RO CONSTRUCTION ALD OTHEF
SINILAR ASTIVITICS. THL GCT Will PROGRAY FUNDS TO
REGIDNS AD PROJICTS ACZORDING TO ITS ESVABLISKED NORM
WHICH INC-UDE 16 CRITERIA, INC UDING 4N PSSEZSMENT Of
THL NUNBER OF BEWEFICIAGIES, THE TYPE OF BEN(FIYS,
RELATED IMVESTMEAT ACTU/iTES, €7C. T (OT will SusHIY
173 ANNUAC PROGRAM 1O TIL HISSION AND WILL PROVIDE
SEMIaRNUAL PROGR.GS AND T INANT AL REPORTL.  THL MIS3I0M
WILL WORK WITH T4f GOT !0 DEVEOP QUAYITATIVL CUTPUY
IKIICAI0R, .G HECTARE . PROTEITEL FROM EROSION,
KILOMETER] OF STEETS IMPROVED EIC.)

= @) PL AR TITLE + V3 TITLE (1 RESOURCES FOR THIS
PROGRAN.

THE WISSION 1S AJARE THAT WHEN AIL/W ACCIPTED THE IDEA
OF USING FOOD AS:ISVANC. TO SU”PORT STRULTURAL
ADJUSTRERT PROGRAMS, 1T MWeS ANIICIPATID YHAT FOLD
PROVIOED DIRECTLY TO TH TLRGE! ChOUP WNl THAT FL 430
TITLE 11 WOULD B THE A PRCPRILTE ASSISTINCE MOLE. WIH
RESPECT TO THE PJOPOCED PRCGRAY (L TUNISIA, THE
GOVERNHENT AND THE HISS:ON ANTICIFATED UEinG TIVLE 1)

JFOJD 10 PEHRET Titk DESIIL EXPAISICN IN THE NUMBER OF

J03S OFFERLD.  FOO0 WAS TO HAV™ BEEN USEL (N LIFU Or 44
PERCTANT 0F THE WIKKERS JuGE, THEREBY LAVING CASE WHICH
COJLD,BE UTIL IZED TO WIIE PDOITIONAL WORMERS  #T BC-T,
THIS FLAN WOULO HAVE PE{HIITED & &8 PLRCENT IHCREASE N
THE WUMBEY OF JOIZ CFFEIED UND'R YHE PROCRAM  hOWE /iR,
DI3CUSSI04S WITH OFFICH LS MANIGING THE FRIGRaM
OYCRWHELMINGLY SIGGESTED THAT aNY EFFORT TO DI CKEASC

ALL2022
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SUBJICT: PL 4Bk TITLE 1/SICYI0* 416: PROFOSAL TOR
STRUCTURAL ADJUSTMINT: SATETY RET PROGR.AM

CASH WRLLS LY FOYE ¥HeN Trn PLPZILT, EVIY IF QTISET BY
FGOD RATION, OF CRUARTER Vo UE, WLl EE .OCHLALLY AND
PC.ETECRLLY UMMCIEPTAELE.  TRUS, YWE USL OF THIEE 1)
RESO'RCFS WOULD NOT PERML™ MIRE [nAN & TIN PERCINT
ENCRUASE TN JOES  GENERATINC THIZ SMALL BENEFIT M1 TH
TIILD 11 RELOURCES WOLLE KIQUIFC YHAT THL (OT 43 THE
MISSION INCHR & (AGE €550 AND MANALEMIH! EURGIL IN
CRIATING AND BEINT (INING A LLGISTICE SYSTER T0 LELIVER
COMLILITIIS T0 MIRL TRAN 1 0(0 WNEKIHTE AFQUKD THE
COUNRY. I ViEw OF THESE CINSITIONS, THE GG HAS
REQUICTED THAT TWE 11SL COLLICER A TITLE i PROFAF WiTh
FUL MOXETIZATIOW.  ALTFOOLH WE DELIEVE THET TS wOuLl
BE Tub SG.UTION "0 .7 APPROPRIATE 10 TuNt1Zia' S NEELS, THE
MISS-ON I3 AWBRE ALD kAS tHFCREED THE GOY THAT IHIS
PRIPILAL 1S KOV COUMZIZTENT WITH CoRAEAT YEYLE 1
QUIDILINES.  TWE M ZS'0Y (7 Tru, PEOSD,INC THA® THIS
SAFETY NET PROLRLM BE SUPPORTEL WiITe P 4BL TITIE )
RATH.R YHAN TINLE 11 BLZOURCES

0} UMR/DELLMIN DETERINAYION

TUNIZIA 1S A LONG STAMDING CLSTONER FOR EDYH PIL 480
COAMIDITIES AND U. . SGPICULTUFAL PEDTUC'S  DHEYMG
RECELT YERR . FL 4.0 COMMODITIES fAVE 1HCLLDED WHEAT,
CORN AND Suy Cti. PELLETIZED SO'MEAC 4o FART OF THE
CURRINT PROIOSAL HAERET GRIWIW 1OF Wi nl 15 [IPECTED
TO B! MCDEST, CHvEhL TwAT TUNISIA _ SEP CiPITA
CONSUMPT (ON IS ALRIADY EXTREPELY MILN AN THA! YHERE
WitL BE A RIDUCTION 1% CONUPEF “UBCICIL., HUMAL
CONSUHPTION OF GRAINS WiLl LEVEL OFF DELINTE POFULATION
CROW'H. WOV VER, THE DEMAKD FOR FEED GHAINS 15 EDPECTLOD
TO GHOV {7 CONJUNCTION WITn RISINU PER CAPITA HIAT
CONSIMPT 1OM

TUNTLIA ALSD REPREINIS A POTENTLALLY THVERESTILG MARKIY
FOR wOOD PRUOULT;, WKICK CaW NOW EE SUPILIED UNLER TITLE
| AGRUEMENT .. TUKiL1s PRNOUCES 11SS Tuan CNE (LARITER OF
§TS KEQUIREIYNTS FOR V000  LACK OF AVA(IAELE w00
“PRODUCTS IM WNOWN TO CFTEN BE A COMSTRAIKY IN TNE
CONS'RUCTIOH INDUSTIRY. Wy U. S '.;"PPLI('J. ARE CHFRENRTLY
18vOI VD IM TNE TUHISIAX MARRET.  THE MI.SION Will B
RESEARCHING 1K THE KEAR FUIURE THE PCSSIELE PROYISION OF |
w030 PRODUG'S UMDEH PL LB TITLE 1.

COMPLETL OA A FO? NILLMM DETERMINATION 1OF CENIALG WAL
SEEM FURNIESHID 8 " PIELS  IN SHHMMARY,  WakDL 1H Cf
CRATN IMPOR:L IN TUKILIA VILL (MI'BOVE ONARMATICAILY THIL
YEAR AS THE RISULT OF [WE COFPLETION OF NOFE TiaK 450
MILLON OF 1'DRT AND S10RALI INFRALTRUCTURE, [INCIUDING

UNCLASSIFIED

INCONING
TELEGRAM

TUNIZ #8243 £6 OF B) 2014541
W0 RULA GRAIN PORT.  THE GO ALSU KAS AN EXCELLENT
RECORY IN MAIVNTAINIUL FRODVCES PRICE INCLNT:iVES, AND FOk
INCRENSING T4f USE OF PODERN INPUTL FOR GRAIN PRODLCTION,

BELLHMON DATA FOR wOOD FRODUCTS WILL BE TiE SUBJLLY OF A
SEPTEL FOLLOVING RE.IARCH Of YHE WOOD MARRED,

- (G SELF-HELP MEACURES. AT INDICATED «BLVE, IHE
COUNTRY TEAM VIEWS THIS PROPOSED SAFETY HIT PROGKAN A5 A
VAY Ot SUPPOITING THE PAJOH PCLICY REFORI EFFORT WHICH
BEGAN LAST Y[ AR, THAT PROURAF HAS BLEN RIVIEWID BY AND
RECE1/ED THE SUFPORT OF THE IFF AND THE WORLD BakK AS
VELL 45 THE 412G, " PROPCSING ALDITIONEL RIFOFHS AL
CONDIJION FOU ASSISTANCE WIECH PTSILF 1S A RESULT CF THE
REFORH TFFOR! ALREANY LNDERVAY WOULD BE I(L ADVIZED. 11
IS IN OUR JUDGEFENT INEPPROPRIATE 10 CONDITION ULG
ASSISTANCL DIRECTLY TO PZR{ORFANCE UNDER IMF-SUPFORTED
ADJUSIHENT PROGRAAS  KOVEJIR, IT 1S CLEAR 10 THE GOT
THAT TRE UNDTRLYING JUSTIFICATION FOR THIL LSG
ASSISTANCE 15 THE UNEMPLOYHIN) AND BLDGE!T STRINGINCY
RESULTING FROM THE aDJUSTMINT PROGFAr.  ThE MISSIOM WILL
MONITOR THE (COMO4Y TO DETLRMINE WHETHER THE PROGREN
COMY JHUES TO'BE JUSTIFIED OVEF "ML 198%-40 FEPIOT.  THy
NISSEON PROPICES TH 1 SPECIFIC SELF-FELP HESSURLL IN THL
AGREEMENT BE THAT THL COT CREATE THE SAFLIY KET FRCGRAM
FOR UHFMPLOYID WORKIRS WHICH TRIS ASLISTANCE WILI
FACILITATE

S. CR; SECTION 415 TARGETTID FEEDING PFOGPAL

A} CHILD FEEUING (SCHCCL, PRESCHOOL END MLHI 1S THE
SECONY MEANS BY MWdlih YHE MISSION ENTCRDS TC OFVZET THT
SHORT-TERM NI GATIVE EFFEIT. OF STRUCTURAL ALJUSTHEM
MOLSRATE CHRAONIC MAIHUTRITION IN TUN!SIA OCCURS VICELTY
AND 1, EYPANJING.  THE UADERLYING RATICNALE FCR 1HE
SECTION 435 aLSISTANCE 15 YHAT AS YHE PELD FOR CHILD
FEEOING KAS INCREASID, THE GCV'S ABHLETY 10O SUSTsIM |13
LON-TERN AND SUCIE-ZFUL PHDGEAM OF CHILD FEEDING HAS
DETERIOKATED  PL 50 TITLL 11 &SSISYANCY TERMINATED N
FY 8BS, WITH FINANCZL AL AND ADMINISTRATIVE RESPONGIBILITY
FOR CHI(D FELDING TLANSFERKLD TO THE GOT. CURING THE

9647 186954 AID2LY)
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189 10 YHE CXTENT THAY REOUFCES PEFMIT

ANC THAaT 11T

I ALLOCAYION PLLKS FCR THOSE )vO (EARS B: ADJUSIED

A(CORDINCLY.

- (C). THAY UPON RECEIPT OF TH: FULL JFEFATIINAL

PLAN, A1 AND THE USDA FAYIRAELY IEVIEW THE PRO’QSID

SLCTION 416 RLQUEST AN MASL (WEFf EFFORT TO PROVILE T4E

IRFO 1 0G-98  COPr-8) CIAL-BR £B-PE  DOCI-30 NEA-O&  TRSE- 88
AGRE-80 /885 W
------------------ 3

RESOURCES REQUIKED OVER THI FY 1938-50 PIRICD.
PILLETREY

UL /44-)8
0 2014407 JuL 1)

FN OAMEREASSY TUNIS
10 SECSYATE WALHDC IMMEDIATE 144)

UNCLAS SECTION 87 OF @) TNt #8148
AIDAC

£.0. 1223%6: N/2

SUBJECT: PL &80 TITLE 1/SICTION 116: PRIPOTAL FOR
STRUSTUFAL ADJUSTRHINT, SATETY MET PRGGRN

FERIOL FY &3 - 90, 11 15 JLU8F T4al YHE 4CV Wl n0Y BC
FBLE TO AFFORD THE FULL CICTL OF 410 CHiLD FEQJiNL
FROGRAM, OUT TO DECREACED GOVERNAUNYT KEJE N ES AHD BuDLLT
CUTS IMFOSED BY THD SYBUCTURIL AJJULTHE T FROGlah
PENCE, VLY THE €OT Vilh COMTINIL YO FIMAYCE THE COSIS
OF INTEFKAL TR/NSPIFT ANC COPPLEENYARY INFUS  H) AAS
FEQUESTED SECTION 416 COMIOLIVIE" TC SUPPCIT CHfLT
FEEDING. ASTEF Fy 98, Tk COV INTENDS 10 AGAIN ALSUM:
THE FULL CO3TS CF §1S (HI.D FEEDING FROLKEY, A4D

CSAID TUWIS WILL CITAIN A WRITTEC COPALIMENT T THIS.
EFFECT.

B} THD CBJECTINLS OF VKIS PRCCRAY AFE- 1) T) SUPFORT
AULREFARLE TARCET JROUPS OF DUNTSILAKS, 30T+ TH!
TRADHITECHALLY £1-F1Sn S JELL AS THLCE INCIVIDIALL
AOVERZELY ATFECTIED BY THE GOVERNAENY OF TUMISIL S
CTRUSTUR AL ACJUZTRE BT PRC,KAN 2 TC AL OV THE
COVERIMENT OF ViHisba 10 SOMVINUL 119 SCHOLL  PRELCHOD
#n0 MCK FEEDINC FRIGRI R DIRING A PLEIOD OF EJDLET
AUSTERIYY AND FARTICUL AR SCOMCMIL STFESS VITAIY THE
TUNISIAN POPULLTICY, £xD }) TC PIOVICE SN INZESTIVE FOR
INDIGENT SCA00L CHILDFEN TO KITEMD S(HODL.

€} THE CRILD FLECIMG PRCIRRY IS CURRENTLY BENG
FINALIZED ML YWE FULL THILE YEAD OFERATIONA. “LAN ViiL
SHORTLY BE SUBLITIID By CI1S/hY 1) AID/W  YHE PROCRAM
$ILL COMSEST LARGE.Y OF SIHOUL FIEDING, WITH SIALLER
FRESCHOCGL AND PCH SLEMENTS.  EBENIFICIARY LEVte; AND
(ORN30INY COIPCLITION ARE MOV BEING ESTADLISHEY -- A
FROGRAN IN FHE RANGE OF DS FIV' MILUIIN (INC USIVE OF
OCEAN FFEICAT) 1S SURFENT Y CONT 'HPLATE).  COMYODITY
COMPOSITION 1S LIXKLY TO INCLUOE RICE, O1L, WVH AT AND
LEMTELS,  THE FROGIAM 1S J1DELY JISFERS D YHROIGHOU!
TUNISIA AND COVERS NOTA ULIBAN AH) RURAL AR[AS,

VARGETTED DUREF (CLARIES RIPRESENT ThE PIOREST 15 FERC NT
OF TUNTLEAR COCIETY.  CRI.DREN ALE CELE.TEL ON THE BA IS
Of THE FELAT VE POJLRYY O THE FAMILY AdD EIS anll 'Y 7O
FEED 7L MERDERZ, AND TNE IMDIVIDUAL S AUTKITIHAL
STATUS, GRS 1S TRT COOPEIATING PONCOR TOR THIS
FROGRAM, DISTRIBUIION IS 4ANULED BY THE GOVERNEN) OF
TUNISIACS RINISTRY OF SDCIAL AFFAIRY,

b. ACTIONS RECUESTED.

« ) THAT THE DEC APKOVE A4 ADDITIONIL DX S
PILLION I KIMKINING FY 1187 TIT.L 1 REOURCLS TO
WNIGIA,

. @) THAT AID AND THC DCC ALREL. IM PRINCIVLE

UNCLASSIFIED



Table 1
Tunisia: PL 480 Title I Commodities

Voiume in metric tons, Value in US$ thousands

Corn (Maize) Soybean 0il Wheat Total
Vol. Value Vol. Value Vol. Value ($000)
1976 — — 21,300 $2,800 $2,800
1977 — —_— 77,580 48,652 $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
1986 56,000 $5,500
1987* 93,000 _$7,500

— — — $2,934
— 98,000 $10,000 $15,500
— 68,000 $7,500 $15,600

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 US$ Millfon

®

'R

Source:

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

Exggrto
Olive 011 40.6 $61.5 68 $101.5 58.5 $96.0 36.5 $38.7 78 $44.6 46.2 $35.7
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 beenm calculated at zero prior
to the recent drought.

Including live animals for slaughter.

National Statistics Institute, IMF



Table 3
Tunisia: Agricultural Production

All 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 01l 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 Exports Imports Deficit US$§ Mill as I GDP

1975 $ 799 $1,238 $ 439 $170 3.9%
1976 781 1,425 644 408 9.1%
1977 776 1,604 828 578 11.3%
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% 15.82
1978 6.12 7.1% 15.6%
1979 -5.72 8.4% 13.6%
1980 6.5% 4,3% 13.9%
1981 8.8% 5.5% 14.3%
1982 -9.92 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



Year

1975
1976
1977
1978
1979

1980
1981
1982
1983
1984

1985

1986
1987

Source:

Tunisia:

Table 7

Public Finances

All figures in US$ millionms

Government Goverament Government Deficit as
Revenues Expenditures Deficit Share of GDP
$1,210.0 $1,319.7 $109.7 1.4%
$1,228.7 $1,410.2 $181.5 3.2%
$1,460.1 $1,799.5 $339.4 0.6%
$1,873.6 $2,135.3 $261.7 4.1%
$2,315.4 $2,685.4 $370.0 4,7%
$2,738.8 $3,037.3 $298.5 2.8%
$2,702.7 $2,916.4 $213.7 2.5%
$2,807.3 $3,248.9 $441.6 5.4%
$2,744.1 $3,404.8 $660.7 8.1%
$2,937.0 $3,181.8 $244.8 7.5%
$2,772.1 $3,401.4 $629.3 7.1%
$3,091.2 $3,630.2 $539.0 5.9%
$3,110.0 $3,484.1 $374.1 3.92

Ministry of Plan and Finance



