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A.I.D. =-- U.S5. Agency tor International Development

Banque des Etats de1'Afrique- Centrale (BEAC) '-—tVReglonal‘centralvy
bank for Cameroon, Central African Republic, Chad, Congo, Equatorial
Guinea and Gabon. The Central Bank of Chad is the national branch of
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Caisse Autonome d'Amortissement (CAA) -- Debt repayment fund of the
Government of Chad, with autonomous udgetary and revenue autho:ity,

CFAF -- Franc of the Communaute Financiere Africaine, which is the
currency of former French colonies in West and Central Africa. The
CFAF is pegged to the French franc at 50:1 ratio. The exchange rate
to the U.S. dollar fluctuates but valid approximate values may be
derived through conversion to the U.S. dollar at 300 CFAF = $1.

COTONTCHAD ~-- Parastatal company responsible for the production,
marketing and domestic processing of Chad's cotton crop.

ESF -- Economic Support Funds

FRP -- Financial Rehabilitation Program, $86.5 million from the
World Bank, African Development Bank and the Saudi Fund to support
policy reform. '

GDP -- Gross Domestic Product

GOC -- Government of Chad

IBRD -- 1International Bank for Reconstruction and Develobment  (World
Bank)

IDA ~-- 1International Development AssociatiQn.'~Affiliatefpfy£hé
World Bank which makes highly concessional loans. to the least
developed countries. o o

IMF -- International Monetary Fund

PFP -- Policy Framework Paper, agreement between the World Bank/IMF
and GOC listing Chad's policy reform agenda, schedule and targets.
SDHf‘é- Support to Development Ministries
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CONDITICNS PRECEDENT

First Disbursement. Prior to any ‘disbursement under the Grant, or to

the issuance by A.I.D. of documentation pursuant to which disbursement
will be made, the Grantee will, except as the Parties may otherwise
agree in writing, furnish to A.I.D., in form and substance
satisfactory to A.I.D.:

(a)

(b)

(c)

(4)

(e)

(£)

(g)

A statement of the names and titles of the persons who will
act as representatives of the Grantee as defined in the
appropriate section of the Grant Agreement, together with a
specimen signature of each person named in such statement;

A statement designating the commercial bank and interest
bearing account number into which the disbursement is to be
made;

A statement certifying that a Special Account, from which
disbursements for the purposes identified in the
utilization plans submitted by the Grantee will be made,
has been opened at the Central Bank of Chad;

The preliminary findings of the Interministerial Commission
created in 1988 to analyze all available data on the
Grantee's civilian work force, to formulate recommendations
for improving the work force effectiveness, and to devise a
plan for implementing those recommendations;

A request for short term technical assistance (provided at
the expense of the Grantor) to the Technical Sub-Commission
of the Interministerial Commission, to be utilized to help
in planning for improved efficiency in the civil service,
including the development of systems for the Grantee's use
in estimating the medium and long term needs of it's civil
service;

Evidence that the Grantee has provided said
Interministerial Commission with the financial and material
resources necessary for fulfillment of its .
responsibilities; and

An initial utilization plan specifying the purpose,

« stimated amount and timing of the proposed release of
funds from the Special Account by the Grantee, to include a
line item which provides for adequate and appropriate
annual maintenance of the facilities and equipment of the
rehabilitated computer center of the Grantee's Ministry of .
Finance and Data Processing.



Second Disbursement. Prior to the disbursement of the second tranche
under the Grant, or to the issuance by A.I.D. of .documentation . .-« -
pursuant to which disbursement will be made, the Grantee will, excep
as the Parties may otherwise agree in writing, furnish to A.I.D., in
rorm and substance satisfactory to A.I.D.:

(a)

(b)

(c)

COVENANTS

A subsequent utilization plan specifying the proposed
purpose, amount and timing of payments from the Special
Account for a subsequent period not to exceed three months;

An interim utilization report certified by the Minister of
Finance and Data Processing and the Secretary of General
Inispection and State Control setting forth the actual use
of first tranche funds from the Special Account; and

Evidence that the Grantee has outlined a plan for the
development of an in-service training program for the civil
service, to include development and expanded use of the
National Public Administration School.

Completeness of Information. The Grantee will confirm:

(a)

(b)

That the facts and circumstances of which it has informed
A.I.D., or caused A.I.D. to be informed, in the course of
reaching agreement with A,I.D. on this Grant, are accurate
and complete, and include all facts and circumstances that
might materially affect this Grant and the discharge of
responsibilities under this Agreement; and

That it will inform A.I.D. in a timely fashion of any
subsequent facts and circumstances that might materially
affect, or that it is reasonable to believe might so
atfect, the Grant or the discharge of responsibilities
under this Agreement,

§pecia1 Covenants

(2)

(b)

The Agreement and the Special Account will be free from any
taxation, fees or duties of whatsoever nature imposed under
the laws in effect in Chad.

The Special Account will not be used to finance luxury
goods, abortion equipment, gambling or weather modification
equipment or military, paramilitary or police activities of
any kind, including the procurement of commodities or
services to be used by the military or police, or to pay
principal or interest on loans to the military or police.
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‘(c) . The Grantee will provide A.I.D. access to the results of
el the research and analyses of the Interministerial - BN
- Commission created to analvze the May 1987 civil service
census and to plan the implementation of changes for
improved effectiveness of the civil service.

(d) The. Grantee will provide A,I.D. w#ith copies of the
' operating and investment budgets for 1989 and 1990 and the
recurrent cost implications cf these budgets and any cther
studies it may produce on the rccurrent costs associated
with development projects, as soon as these documents are
-‘available.

(e) Except as the Parties may otherwise agree in writing, not
later than four months following the final disbursement
under the Grant, the Grantee will furnish to A.I.D., in
form and substance satisfactory to A.I.D., a final
utilization report certified by the Minister of Finance and
Data Processing, and the Secretary of General Inspection
and State Control setting forth the actual use of all funds
released from the Special Account. The final utilization
report may incorporate the substance of the interim
utilization report for the first tranche previously
submitted to A.I.D. under the Grant Agreement.

(£) The Grantee will furnish to A.1.D. such other reports and
information relating to the Grant, the Operating and
Investment Budgets of the Government of Chad and the
performance of the Grantee's obligations under the
Agreement as A.I.D. may reasonably request.

DISBURSEMENT PROCEDURES

l. Disbursement of the Grant. After satisfying the conditions
precedent to disbursement of the first tranche of the Grant, the GOC,
acting through the Ministry of Finance and Data Processing, will
request A.I.D. to disburse the tranche. The conditions precedent will
include, among other things, submission of a utilization plan for the
tranche and, for the second tranche, submission of a report on the
utilization of the first tranche. After USAID/Chad reviews and
approves the documentation submitted by the GOC, it will request the
U.S. Government's Regional Accounting Management Center (RAMC) in
Paris to deposit CFA francs by wire into the Disbursement Account
maintained by the GOC's General Treasury for this purpose at the
commercial bank, Banque Internationale pour 1'Afrique au Tchad (BIAT)
in N'Djamena.
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2. Date of Disbursement. Disbursement of funds by A.I;D. willibé‘“1p"
deemed to occur on the date A.I.D. deposits the funds in accordance -
with the Grant Agreement, ' ’

3. Disbursement Account. The GOC will maintain a Disbhursement
Account reserved exclusively for the receipt of A.I.D. funds provided
under this Grant. This account will be an interest bearing account
maintained by the GOC's Treasury at a local commercial bank. A.I.D.
will transfer grant funds in CFA francs directly into this account.
Interest accruing to this account will be exempted from the usual GOC
withholding taxes on interest payments.

4., Special Account. Actual payment of expenses identified in the
GOC's utilization plans will be made from a Special Account held by
the GOC's Treasury at the Central Bank of Chad. Approximately once a
month the GOC Treasury will deposit into the Special Account an amount
equivalent to its estimated expenses under the utilization plan for
that month. The total amount deposited by the GOC into the Special
Account will be equal to the amounts transferred by A.I.D. into the
Disbursement Account plus all interest accruing to the Disbursement
Account. All funds deposited into the Special Account will be
expended by the GOC on items identified in the utilization plans
submitted to and approved by A.I.D.

5. Rate of Exchange. The rate of exchange used to compute the amount
of CFA francs to be disbursed by RAMC at USAID/Chad's request into the
GOC's account at the local commercial bank will be the highest rate of
exchange not unlawful in Chad on the date of disbursement. "Highest
rate" means the rate yielding the greatest number of CFA francs per
U.S. dollar.

6. Disallowed Expenditures. The GOC will reimburse any expenditures
made from the Special Account at the Central Bank which are
subsequently disallowed by A.I.D. Reimbursements will be made into
the Special Account, and their release will be subject to A.I.D.
approval of a utilization plan,

PDM2:110/1~4



I. EXECUTIVE SUMMARY

The strategy of the AID program in Chad is to promote sustained o
ecoromic growth. Administrative and fiscal stability of the national
government are essential prerequisites to the promotion of that g
economic growth. Unless the Goverament of Chad (GOC) can pay civilian:
salaries, minimum operating expenses and its non-deferrable debts, it
cannot provide an environment conducive to economic growth. . o
Subsequent to establishment of the current government in late 1982, it
has struggled to stabilize and revitalize the economy. o

The GOC is pursuing measures to correct Chad's difficult economic
situation. 1In the short term it is implementing a wWorld
Bank/IMF-approved structural adjustment program to reduce sizeable
financial deficits and rehabilitate the economy. The adjustment
program entails the development of new sources of tay revenue and the
imposition of strict ceilings on the overall and sectoral levels of
public expenditures. 1In the longer term the government has embarked
Oon programs to improve tax administration, and, assisted by che World
Bank and other donors, to restore the cotton sector to profitability.

On the expenditures side, two politically sensitive items, military
outlays and civilian salaries, have traditionally accounted for nearly
80 percent of all expenditures. Military expenditures continue to be
a necessity, and any decrease in the modest civilian salaries would be
immensely unpopular and probably reverse past gains made in
administrative efficiency. Additionally, Chad will face foreign debt
service requirements of about $15 million during 1989, approximately
twice what the government was able to pay during the past two years.

Examination of the aggregate expenditure figures since 1984 indicates
an ability on the part of the GOC to maintain tight budgetary control
in the face of military aggression, a notable drought, and the
collapse of world prices for its pPrimary export commodity. Additional
revenues, particularly to temporarily replace the loss of cotton
export duties, remain necessary as GOC budget expenditures
consistently exceed revenues by a substantial margin. The government
has relied upon a variety of sources, both domestic and foreign, to
finance these budgetary deficits. The chief domestic source by far
has been the regional central bank. Leading foreign sources have been
the budgetary support programs of France and the United States. The
French program is the largest of the two, providing approximately
three times as much as the U.S. in 1989, and accounts for slightly
over 63 percent of all externally provided budget support between 1983
and 1988. The United States has contributed 15 percent, and IDA
almost all of the remainder.

-9
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Increased debt servicing arrears and an annual loss of official R
non-CFA franc exchange reserves, although manageable, indicate that ==
past resource flows have been insufficient and substantiate the need
for continued strong external support.

This Program Assistance Approval Document (PAAD) provides $8 million
of USAID/Chad 1989 ESF resources for cash transfer budgetary support
to the Goverament of Chad. This cash transfer is the fourth in the
successful series that began in 1984, The program responds to the
increasing annual deficits between GOC revenues and the expenditures
required to maintain a minimal acceptable level of public services.
The implementation and auditing procedures to be utilized were
established earlier and have been successfully used during the last
two years.

The newness of the Chadian government, and particularly the :
willingness of GOC officials to implement policy suggestions on the
basis of information ané explanation, have negated the need for
heavy-handed conditionality. The validity of a moderate approach to
conditionality in the budget support program is further supported by
the dominant efforts of the World Bank and the IMF in policy areas
consistent with the USAID program. Nevertheless, USAID/Chad has
incorporated conditions precedent and covenants into the 1989 program
which require the GOC to support progress toward improving the quality
and efficiency of its civilian work force. Our priority is to focus
on the civil service, and to require .mprovements/changes to be
revealed through the analyses forthcoming from an Interministerial
Commission created under the conditionality associated with the 1988
cash transfer program,

Procedures for disbursements will be identical to those successfully
used in the 1987 and 1988 budgetary support programs. Informal audits
by USAID/Chad of the payment process for previous budget support
programs verify that U.S. grant resources continue to be utilized for
the payment of non-military salaries and some limited equipment, in
compliance with the program Grant Agreements.

A parcial view of the impact of these budget support programs is
implied by their relationship to the economy. Although the ecivil
service remains relatively small in Chad, annual GOC salaries ar2
equivalent to approximately 15 percent of the money supply in
circulation. The budget support program is therefore a significant
factor in the cash economy and creates an even larger impact for
increasing demand for every commodity in the major consumer
market--the capital, N'Djamena--and throughout the country.

e,



II. INTRODUCTION

The strategy of the USAID program in Chad is to promote sustained
economic growth. Administrative and fiscal stability of the national
government are essential prerequisites *o the promotion of that
economic growth. Unless the Government ¢f Chad (GOC) can pay civilian
salaries, minimum operating expenses and its non-deferrable debts, it
cannot provide an environment conducive to economic growth. To assist
the GOC in its continuing struggle to achieve fiscal stability,
USAID/Chad will commit $8 million of its 1989 ESF resources to direct
budgetary support. This support program assures continued regular
peyment of non-military salaries in selected civilian
development-oriented ministries.

The present government has continued, from its installation in late
1982 until now, to implement a variety of actions to limit the staff
size of administrative units, to limit civilian salaries, to minimize
other expenditures, and to effectively utilize available budgetary
support from the French and AID. Nevertheless, government
expenditures have consistently exceeded revenues. To its credit the
GOC has been successful in limiting annual budget deficits to an
average of 2.4 percent of GDP during 19£3-1988.

The government's recurrent budget for 1989 implies that it can no
longer limit civil service salaries to 60 percent of their 1967 level,
nor can GOC ministries be expected to function productively without an
initial installment of basic tools and supplies. These two reasons
account for a 57 percent increase in recurrent budget expenditures for
1989 over their 1988 level, in contrast to an average annual increase
of 3 percent over the previous 5 years. Domestic revenues are to
increase 34 percent, forcing the projected deficit (commitment basis)
to more than double that of 1988, Structural reform rrogrammed
reductions in debt arrears will push the cash deficit to be financed
to over 16 billion CFAF, or nearly 10 percent of projected GDP. Donor
budgetary support from the United States and France will cover 62
percent of that cash deficit, with the remaining financing gap to come
from domestic sources and import reimbursement projects of the World
Bank and other donors.

In October 1988 the government made a decision to commence paying
salaries, as of January 1989, at 100 percent of a new 1986 pay scale.
That decision alters the relative size of the U, S. budget support
program vis-a-vis GOC budgetary needs. A possible first impression is
that the GOC is less dependent on U.S. budgetary support. 1In 1988
this program provided 44 percent of the annual salary bill for
eligible ministries, but in 1989 it will provide only 22 percent. 1In
reality the new salary increase will cost the GOC an additional 7,539
million CFAF in 1989, a 39 percent increase in this budget category,

/l
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and will increase the budget deficit a similar amount. From this

-point of-view-continuation of-the U.S."budget support program assimes

increased importance to aid GOC efforts to control the annual budget
deficit.

A second factor changing the recurrent hudget for 1989 is a GOC
decision, based on World Bank recommendation, to use the budget to
increase overall demand in the economy through a one time five-fold
increase in expenditures for basic office equipment and supplies for
eight development-oriented ministries. This will occur by means of
the Bank's Financial Rehabilitation Program. The result of these two
decisions programming large simultaneous expansions in both major
categories of the budget--salaries and supplies--increases GOC
difficulty to balance the budget. It also makes it impossible for the
budget deficit (commitment basis) to remain within the IMF structural
adjustment arrangement deficit guidelines.
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111, - -MAcRoEc_oﬁom;:-- JUSTIFICATI ON--FOR--BUDGET~SUPPORT-~
A.  OVERALL ECONOMIC PERFORMANCE |

Chad's economy is one of the poorest in the world due to its
landlocked position, to a paucity of known and economically-usable
natural resources, and to past years of pervasive internal and
international conflict, The intensity of the civil war of 1979-82, at
the end of nearly twenty years of destructive military and political
strife, devastated the public sector and Chad's limited physical
infrastructure. Subsequent to establishment of the current government
in late 1982, it has struggled to stabilize and revitalize the
economy.

Chadian economic performance has been mixed, as should be expected for
an economy dominated by rainfed agriculture. A record cotton crop,
combined with an initial surge of industrial recovery, fueled a 5.6
percent (in 1977 constant prices) rate of growth in gross domestic
product (GDP) in 1983. The severe drought of 1984, however, served to
reduce the rate of growth for that year to a negative 5.0 percent,
despite substantial growth in the industrial and construction

sectors. The economy rebounded the following year on an unprecedented
scale. Grain production more than doubled, offsetting the beginning
of a sharp downturn in world cotton prices. Real GDP growth was an
extraordinary 26 percent, =2xpanding the economy to its previous peak
1977 level. Even so, the continuing downward movement in cotton
prices was dominant in 1986 and resulted in a 2.7 percent decline in
GDP that year (Table 1).

The 1985 and 1986 cotton price drops totalled a costly 58 percent
below the 1984 level. Fortunately, the strong negative effect of
reduced cotton sector earnings was mitigated by the excellent cereals
harvest in 1986. Together with reconstitution of the livestock herd
decimated by the 1984 drought, cereals prevented the overall economic
decline from being far worse. Near-drought conditions in 1987 led to
a serious drop in the economy, down 5.6 percent in real terms, as
cotton prices remained low, and food crop production was poor.
Abundant rains during 1988 resulted in abdve average harvests and
residual agriculture growing potential, Provisional GDP data show
1988 growth only marginally below the World Bank projection of 12
percent in real terms. Although the agriculture sector has recovered
from the 1984 drought and the weak water years of 1986~87, the cotton
price setback continues to limit public and private sector revenues,
discourage private sector investment and further restrict economic
recovery.

The GOC is pursuing measures to correct Chad's difficult economic
situation, 1In the short term it is implementing a World
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Bank/IMF-approved structural adjustment program to reduce the sizeable
financial deficits and rehabilitate the economy. The adjustment
program entails the development of new sources of tax revenue and the
imposition of strict ceilings on the overall and sectoral levels of
public expenditures. 1In the longer term the government has embarked
on a program, assisted by the World Bank and other donors, to ‘estore
the cotton sector to profitability. Simultaneously, the GOC has
undertaken to rebuild public sector administrative capability, and is
directing the donor community in the reconstruction of a major portion
of the country's limited physical infrastructure. World Bank analysis
in early 1289 reveals that rehabilitation of the cotton sector is
proceeding according to schedule. The recurrent budget projected
deficit and financing gap for 1989 show a significant continuing GOC
need of donor assistance through budget support.

B. PUBLIC SECTOR OPERATIONS

Budgetary expenditure patterns clearly reflect the GOC priority to pay
civil service salaries and, secondly, to gradually improve
administrative efficiency as resources will allow.

l, Civil Service Employment and Salaries. The government's first
task in the postwar period has been to reestablish its regqular
administrative and public escrvice functions. Ministries and other
agencies have gradually resumed their previous activities as former
employees have been reintegrated and temporary workers hired. The
number of civil servants was approximately 9,000 in early 1985,
doubled to 18,000 the following year, and was established at 22,561 by
the May 1987 civil service census. These figures include contractors,
temporary and part time employees and volunteers. The civil service
census and ongoing analysis by the Ministry of Civil Service clarify
that the number of regula: full-benefit civil servants has remained
constant at approximately 12,000 since 1986. This is the same level
as in 1976.

The great bulk of the initial increase in public sector employment
took place in those ministries that provide essential services ang
implement development projects, for example, Education, Public Health,
Social Affairs and Environmental Protec*ion. Definite efforts were
made to overcome severe shortages of teachers and health, forestry and
environmental protection workers. Simultaneously, the public wage
bill has expanded. Aggregate monthly wages for GOC civilian employees
have increased from an initial total of about CFA francs 480 million
in 1984 to about CFA francs 870 million in 1988 (Table 2). These
figures reflect payments of only 50 percent of the prewar salary scale
until early in 1986, and 60 percent from then through 1988. 1It is
estimated that the salary increase to the 100 percent level and use of
a new pay schedule, to be implemented in 1989, will raise the civilian
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wage bill to 1.4 billion francs CFA per month. This 1989 amount,
includes allowance for about 1200 new government employees, 75 percent
of whom will become technical specialists in the Ministry of
Education, to improve Chad's human cap tal resources.

The noticeable salary increase for all civil servants, announced last
October, was to take effect in January 1989. Subsequent GOC comments
indicate that the pay raise has been delayed for some, possibly many
employees for some unspecified time, until their individual personnel
files can be up-dated by the Ministry of Civil Service. The salary
increase encompasses two aspects: movement to a new higher pay
schedule drafted in 1986, and elevation of actual payments to 100
percent of that schedule. Analysis of the new pay schedule indicates
a range of increases from the maximum of 67 percent for the lowest
ranked civil servants, to a minimum increase of 12 percent for those
at the most senior levels of civil service. The projected increase to
1989 overall salary costs will be 7,539 million CFAF, which more than
offsets projections of increased revenues from tax and fiscal measures

Although the salary increase represents a burden which will be ongoing
for the GOC budget it was a natural target for change, and perhaps a
necessity. The combination of salaries fixed at a maximum 60 percent
of a 1967 pay scale, with the inflationary pressures of 20 years,
constituted a situation which could easily erode employee morale and
administrative efficiencies. )

2. Material/Supply Expenditures. The recurrent budget is relatively
large vis-a-vis the cash portion of Chad's economy--it is equivalent
to one-third of the money supply, and 9 to 10 percent of gross
domestic product. This relative importance of the budget is the
second factor, after the salary increase, responsible for the large
rate of increase for 1989. The GOC, on World Bank recommendation, is
attempting to use the budget to increase overall demand in the
economy.

The World Bank current economic review of October 1987 emphasized the
lack of monetary demand in the Chadian economy, partially in evidence
by the low level of three for the velocity of money. The Bank's
Financial Rehabilitation Program (FRP) for 1989 and 1990 attempts to
stimulate demand through programming for a significant one-time
increase in spending for materials for eight development-oriented
ministries. The Bank's goals include: an increase in real demand (and
cash availability) in the local market for a variety of supplies and
equipment, without imposing an equal long lasting increase in
recurient costs; improved balance in the share apportionment between
s5alary and materials expenditure categories; an increase in
levelopment-oriented expenditures; improved working facilities for
selected units of the GOC; and, with the increased availability of
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basic supplies within the GOC by implicafion,dﬁffﬁéteasédwébsbrbtiQévgi
capacity for implementing development projects. ' T el

While total recurrent expenditures are increased 57 percent for 1989,
expenditures for each of the eight development-oriented ministries
under the World Bank FRP were increased at rates above that--varying
from 74 percent for Tourism/Environment to 287 percent for
Agriculture. The materials category for these eight ministries was
raised a total of 2,216 million CFAF in 1989, or 33 percent of the
total materials increase. The material and salary increases combined
for these eight ministries total 5,563 million CFAF, which accounts
for 38 percent of the total recurrent budget increase in 1989,

The following table details the Werld Bank impact on 1989 budgetted |
expenditures for materials for the eight development ministries
concerned.

CHAD - EXPENDITURES BY MINISTRIES UNDER THE
WORLD BANK FINANCIAL REHABILITATION PROGRAM
(Millions CFAF; Commitment Basis)

1988 1989

Ministry of: Salaries Material Salaries Material
Education 2337.7 110.4 4224.3 387.0
Health 701.3 181.8 1289.7 334.8
Social Affairs 129.6 23.7 203.8 147.0
Agriculture 445.0 68.4 902.6 1083.8
Livestock 307.8 36.5 417.4 366.5
Tourism/Environment 224.3 49.6 308.6 167.2
Public Works 175.7 70.3 295.8 239.2
Transport 39.5 9.4 65.8 40.4

Totals 4360.9 550.1 7708.0 2765.9

These eight ministries will now garner 24 percent of total annual
material expenses versus 1l percent the previous year. The increase
of 77 percent in their salary total is larger than the budget average
of 39 percent. That is attributable to planned augmentation to their
combined staff level by 1039 additional personnel. That number is
relatively large, and less than 20 percent of the total will be
entry-level secretaries, chauffeurs and unskilled office assistants.
The largest share, 887, will be relatively highly trained education
specialists. If we assume the latter group will become regular
full-benefit civil servants, that addition constitutes a 7 percent
increase to the present level of 12,000 regular civil servants.,

In most cases the materials expenditures for these eight ministries
have doubled or tripled, giving some indication of the shortages which
exist in general within the GOC for basic furniture, equipment and
daily office supplies. However, the primary emphasis in the FRP is
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centered on the Agriculture and Livestock ministries where combined
expenditures increased 13 times over their 1988 levels. That rate of
increase may appear excessive but it also can be considered consistent
with the dominant role of agriculture and livestock in the Chadian
econo.ny. Even so, combined total expenditures for both Agriculture

and Livestock in 1989 will still constitute only 7 percent of the
recurrent budget. In comparison, 26 percent of total investment
expenditures by the donor community over the past three years has gone
to these same two sectors.

Given Chad's dependence on imports for most manufactured and/or
processed goods it is questionable whether the Bank approach will make
a lasting impact on the local economy. Nevertheless, one effect is
immediately evident: a modification of relative emphasis within the
budget as salary expenses decrease from 75 percent of the 1988 total
to 67 percent in 1989, and equipment costs move up from 19 to 29 .
percent. Current data and the budget deficit indicate that the GOC
cannot afford to maintain this level of spending for materials in
subsequent years without an even more significant increase in new
revenues., The GOC may have acquiesced to the World Bank in this large
expenditure increase because of the opportunity to use the FRP
financial resources to help cover the 1989 financing gap (see section
III.B.5. The Deficit and Financing Gap, below). We should, therefore,
expect to see some return toward the 1988 pattern of expenditures
after completion of the Bank program.

3. Disaggregated Expenditures. Expenditures by functional category
and by ministry appear in Tables 2 and 3 (Annex A). GOC recurrent
budget expenditures are disaggregated first by ministry and department
and secondly, within each ministry by personnel salary and
material/supply expenses. Details of the significant alteration to
the traditional pattern of expenditures in the 1989 budget, at the
ministerial 'level, are examined below.

Two politically sensitive items, military outlays and civilian
salaries, have traditionally accounted for nearly 80 percent of all
expenditures. Table 3 shows, via ministerial disaggregation, the
preponderant position of Defense, at 25 percent of the 1989 total.
That, however, represents a decrease from 35 percent the previous
Year. Four other units of the government (the Presidency, and the
Ministries of Interior, Education and Agriculture) each garnered
larger actual increases than did Defense for 1989.

With the October 1988 diplomatic settlement of the long-standing
Libyan threat along Chad's northern frontier, military demands in the
1989 budget were expanded at a slower rate, bringing about a minor
reduction in the Defense dominance in relation to other sectors. That
change releases additional resources for the civilian and services
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sectors. However, the military salaries and equipment share remains ¢
relatively large amount in view of Chad's development needs. 2As a
share of GDP, the military sector has fluctuated between 2.5 and 4.0
percent since 1984, and it is doubtful that budgetary changes will
significantly alter this expenditure pattern in the medium term.
Expenditures for the Ministry of Interior (of which police needs
absorb 59 percent) remained unchanged at 7 percent of the 1988 and
1989 annual budget totals.

The categorization of expenditures between administration and services
(Table 3) might require some modification if we could accurately and
comprehensively disaggregate every expenditure item. Without that, at
first glance the categories indicate the public services delivery

cu acity of the GOC should improve due to the large 1989 changes
vit-a-vis administration, rising from 30 percent of the budget in 1988
to 42 percent in 1989. However, that large percentage improvement
must be tempered by the available data which show salaries plus all
military expenditures still consuming 72 percent of the 1989 budget,
down from 79 percent in 1988.

The largest actual increase in 1989 for a single GOC unit--2,163
million CFAF--will go to the Ministry of Education, primarily for
salaries, This share of the salary increase will come from French
budget support as the Education staff is situated predominantly
outside of the N'Djamena capital area. U.S. budget support for
salaries is limited to the N'Djamena area. The Education salary total
was elevated more than 80 percent over the amount for 1988 to
accommodate a projected increase of 887 new staff in this sector.

The Interministerial line item in Table 3 is larger than for
Education, but it is not all for one unit of the yovernment. It
contains funds for the purchase of vehicles to he assigned to several
ministries; some funds for the repair of as vet non-allocated
government buildings; and, the entire counterpart allotment of 2,000
million CFAF tc satisfy donor requirements vis-a-vis projects in the '
investment budget.

Outside of the World Bank Financial Rehabilitation Program influence,
GOC recurrent budget expenditures for materials and supplies remain
minimal. The situation still exists wherein the World Bank noted in
its 1987 country economic review that there is a "generalized lack of
basic equipment and supplies (e.g., desks, chairs, paper, simple
office machines) in Government offices." The distribution of budget
expenditures for 1984-1988 reveals that, as an annual average, less
than 13 percent ¢f total expenditures has been allocated for supplies
and maintenance, versus an expected norm of above 33 percent,

A
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Of the nine ministries that USAID/Chad works with closely in relation
to its projects, seven (Planning, Education, Health, Social Affairs,
Agriculture, Environment and Public Works) received 1989 allotments
which rose at rates (74 to 287 percent) above the average of 57
percent for the recurrent budget overall. These ministries are the
same as those benefitting from the World Bank FRP referred to above.
Therefore, their increases are primarily related to materials and
equipment. The eighth ministry, Civil Service, where USAID/Chad is
endeavoring to play a larger role through policy reforms associated
with this cash transfer program (see section IV.F., Conditionality),
received the average rate of increase, i.e., that for salaries. The
Ministry of Food Security increase is below the average rate because
the supplies, equipment and the additional labor needed are normally
the result of donor activities and contributions during periods of
emergency. ‘

The transfers line item provides funds apportioned one-third to
international organizations of which Chad is a member, one-third to
domestic agencies such as the University of Chad, the National Public
Administration School, etc., and one-third for scholarships to Chadian
students studying domestically and abrcad at the university level.

In another category of important expenditures, the GOC acknowledged
responsibility to pay pre-1979 debts and has attempted to reconstruct
its public and publicly-quaranteed external indebtedness, service a
growing proportion of maturing debt and avoid accumulating additional
arrears. Foreign debt service is the task of the Caisse Autonome
d'Amortissement (CAA), whose income and expenditures are generally
tabulated separately from the GOC recurrent budget. This arrangement
may change as the IMF continues to advise the inclusion of all such
operations into the central budget. CAA revenue sources are a share
of the excise and petroleum import taxes. Despite its efforts the CaAA
has not been altogether successful, and cumulative foreign debt
service arrears are estimated at $74 million, or about one third of
debt outstanding as of January 1988.

Chad will face foreign debt servicing requirements of $15 million
during 1989, approximately twice what the government was able to pay
during the past two years. The debt service ratio, an estimated 5
percent, is low by most standards. Even so, it represents a
significant financial burden for the GOC. The government is
attempting to deal with the problem in two ways: by negotiation to
cancel or reschedule some existing debt, and through World Bank
assistance to improve the CAA's revenue sources and administrative
efficiencies.

To summarize, examination of the budgetary expenditure figures from
1984 to 1988 (Table 4) indicates an ability on the part of the GOC to
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maintain tight budgetary control in the face of military aggression, a.
notable drought, and the collapse of world prices for cotton, its -
primary export commodity. The average annual rate of increase of less
than 4.0 percent in expenditures approximates Chad's inflation rate
over the same period, thus budgetary expenditures have been frozen in
real terms. The relatively large rate of increase for 1989 recurrent
budget expenditures is the result of apparently justifiably higher
salaries for the civil service, and the result of the World Bank's
Financial Rehabilitation Program to improve the capacities of eight
development-oriented ministries.

4. Shortage of Revenues and Budgetary Support. Revenue details are
listed in Table 5. The GOC search for increased resources runs up
against certain weaknesses in the domestic fiscal system. The World
Bank has classified them as follows: :

--~ Revenues rest on a narrow, undiversified base, for which
the yield is reduced by inadequate tax administration.

--- The GOC has only a limited capacity to analyze the
economic and social impact of fiscal options, which leads to
- an ad hoc system of taxation. This type of system also
promotes consumption-switching toward less expensive smuggled
goods, which creates significant disincentives to domestic
production and to marketing through official channels._ The
circle is completed when these practices undercut the very
revenues the GOC seeks to tax. According to the directors of
Chad's major industries, consumption-switching is a
particularly serious problem in the manufacture of daily
basics such as cigarettes, soft drinks, sugar, oil and soap.

It should be noted that the opportunity for consumption-switching does
exert a competitive influence on domestic prices. It thus may also be
a worthwhile influence promoting increased efficiency in the
production of some commodities currently dominated by the parastatal
sector in Chad. 1In any case, the GOC urgently needs additional
sources of revenue, which in turn requires an increased capacity to
analyze fiscal options and to administer the tax system. It is
evident from the budget data that some progress has been achieved.

The GOC continues tn utilize French and IMF advisors in the Tax,
Treasury and Customs Departments to improve tax generation and
administration techniques.

Taxes are the overwhelming source of GOC domestic income, accounting
for between 75 and 86 percent of total domestic-sourced revenue in.
recent years. Of these, taxes on international trade are the most
important, supplying 35 to 45 percent of all tax revenues since 1986.
In the trade tax category levies on imported goods naturally supply
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the larger share and have remained above 98 percent of all trade
revenues since 1986. The absence of revenues from the export tax
category reflects the GOC's waiver of taxes on cotton, the result of
the extremely difficult situation in which that industry is now
operating. No further tax income is expected from cotton exports
until the early 1990s, when World Bank analysis indicates that
profitability will return to that sector.

Other leading sources of revenue are income taxes, and taxes on goods
and services. Each of these contribute an additional 15 percent or s
of total tax revenues. Of particular importance is the fact that
personal and business income tax revenues rose nearly 500 percent fro
1983 to 1988, while GDP increased less than 15 percent over the same
period.

Additionally, there are some encouraging, and perhaps exaggerated,
aspects to the revenue picture associated with the 1989 budget
projections. The combined revenue increase from domestic sources (up
34 percent) and donor budget support (up 30 percent, Table 5) is
projected to be 8,510 million CFAF above .that for 1988. The donor
budget support amount has been verified whereas the domestic revenue
rate appears optimistic in light of the fact that 1988 revenues, aftei
some annual variability, have not improved beyond their earlier 1984
level. Nevertheless, members of the World Bank mission to Chad in
March 1989 opined that the new revenue level is obtainable, based on
current indications of GOC determination to proceed with its reform
program. This marks a significant improvement over the IMF's 1987
appraisal in preparation for Chad's structural adjustment
arrangement. At that time it was concluded that GOC revenues would
grow no faster than nominal GDP over the next five years, i.e., about
7 percent a year. '

Within the revenue details of the 1989 budget projections there are
other positive changes indicated, particularly that the GOC is
attempting to modify the pattern of revenue generation. For example,.
non-taz revenues from the sale of government services and the payment
of parastatal profits are to increase 50 percent, nearly twice the
rate for tax revenues overall. Achievement of this increase will be a
tangible result of public sector reforms being implemented under the
World Bank/GOC Policy Framework Paper. Within the tax category,
direct taxes on income and property are to increase at rates three
times those for indirect taxes on trade. And, the late penalties line
item increase implies that French technical assistance at the Finance
Department has helped to improve levy and collection efficiencies,
Aside from these implications from the rates of change, the actual
amounts in Table 5 indicate that the traditional pattern of dependency
on trade taxes will remain. The largest share of taxes, 33 percent,
will continue to come from import duties,
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5. The Deficit and Financing Gap. Despite salary payments through -
1988 at 60 percent of their 1967 levels, minimal expenditures for '
supplies and equipment and almost no provision for maintenance, GOC
budget expenditures have consistently exceeded revenues by a
substantial margin. Moreover, with the exception of the sizeable
reduction in 1985, the deficits have annually increased in absolute
amount and as a percent of GDP. The budget deficits have risen from
1.8 percent of 1983 GDP in cur:ent prices, to 4.5 percent in 1987 and
1988. Although the 1988 figure is not especially alarming, it does
represent the equivalent of two thirds of GOC domestic revenues for
that year.

The government has relied upon a variety of sources, both domestic and
foreign, to finance its budgetary deficits. The chief domestic source
by far has been the Banque des Etats de 1'Afrique Centrale, (BEAC),
the regional central bank. Leading foreign sources are the budgetary
support programs of France and the United States. The French program
is the largest of the two by a considerable margin and accounts for
slightly over 63 perceant of all externally provided budget support
between 1983 and 1988. The United States has contributed 15 percent,
and IDA (World Bank) almost all of the remainder.

The 1989 budget projected increase for domestic revenues and donor
budgetary support of 8,510 million CFAF is equivalent to only 58
percent of the 14,531 million CFAF increase in expenditures. Contrary
to the situation in 1988 the deficit in 1989 will not be covered by an
increased level of budget support from France and the United States.
The deficit, at 38 percent of total recurrent expenditures, and the
remaining financing gap are of some concern to the GOC for two
reasons. First, French officials have indicated it will be extremely
difficult to allocate any additional funds to budget support this
year, forcing the GOC to find resources elsewhere. The United States
does not have additional funds for this program. Second, the
commitment deficit is equal to about 6 percent of projected current
price GDP, 2xXceeding the IMF Structural Adjustment Arrangement
guidelines that it be limited to 2 percent.

In regard to the first concern, World Bank analysts suggest that the
GOC will probably cover the residual cash deficit financing gap (Table
6) through use of the Financial Rehabilitation Program resources. The
GOC may draw FRP funds as reimbursement for verifiable public and
private sector imports of any non-military nature. Additionally,
those imports must not have been financed under a donor project.

Funds available in the 1989 tranche of the FRP, and in other similar
programs, are sufficient to cover the financing shortfall, which could
be the equivalent of about $30 million. There are at least two other
programs of a similar nature-~-financed by the Germans and the European
Economic Community--under which the GOC has access to import
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reimbursement funds, These programs are primarily explained in terms .
of balance of payments support, however, convertibility of the CFA
franc allows the funds to serve as budget support. It is our
understanding, however, that the challenge for the GOC lies in
identifying valid imports of individual commodities in large enough '
value terms to make the exercise manageable. There appear, therefore,
to be reasonable possibilities for covering the residual financing gap
for the 1989 recurrent budget.

The remaining problem--the budget deficit is triple the level
permitted under the original guidelines agreed to with the IMP--is
potentially more serious. Documentation for the first year of the
IMF-GOC Structural Adjustment Arrangement clearly specifies that the
deficit be limited to 2 percent of GDP. Now that it is necessary fo
the World Bank and IMF to reexamine that figure it may prove, S
retrospectively, to have been less than the proper target. .

From one point of view the 2 percent target appears reasonable but
challenging. The 1988 budget deficit (commitment basis) of 7,154
million CFAF was the equivalent of 2.9 percent of GDP in current
prices. Given the normal and/or the projected rates for growth in
relevant categories--4 percent for budget expenditures overall, 7
percent for revenue and GDP in current prices--the 1989 deficit would
fall automatically to 2.0 percent without any other efforts by the

GOC.

From another view, reconsideration of the situation by the Bank/IMF
will have to allow for the increase in the deficit due to the
Financial Rehabilitation Program, 1Increased budgetary spending for
materials under the FRP, versus a projected situation without the FRP,
adds the equivalent of nearly a full percentage point of GDP to the
budget deficit.

A report of the March 1989 World Bank/IMF annual review of GOC
compliance with the structural adjustment progre.:, and of the overall
economic situation, will become available in mid-1989. Outstanding
performance by the GOC in all other aspects of the reform program may
persuade the Bank/IMF to accept GOC slippage in the area of reducing
the budget deficit.
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C. THE EXTERNAL SECTOR

Recent trends in Chad's balance of payments, together with projections
through 1989, appear in Table 7. The extent to which the usually
negative trade balance is dependent upon developments in the cotton
industry is evident, particularly since 1985. It was only during
1984, when a record level of cotton exports combined with unusually
favorable worid market conditions, that chad managed to avoid trade
and current account deficits. Likewise, the collapse of world cotton
prices in 1985 and 1986, and their continued low levels since then,
has led to record high trade deficits.

The trade deficits have consistently been exceeded by larger payments
for the non-factor services associated with petroleum exploration.:
.However, despite very substantial direct investments by Esso
Corporation and increasing levels of official development assistance,
net reserves were drawn down by $24 million in 1985, by an additional
$74 million in 1986. The $67 million increase in reserves in 1987 was
the result of a large increase in the flow of official loans and
grants, which was repeated in 1988. By the end of 1988 Chad's
official foreign exchange reserves were the equivalent of
approximately one month of imports.

Projections for 1989 differ according to the source, with the World
Bank forecasting a small loss of reserves while the GOC foresees a
positive acquisition equal to that of 1988. Therefore, while Chad's
foreign exchange reserves are not enormous, they are not terribly
troublesome, consistent with the external security which normally
accompanys membership in a franc monetary zone. This relative absence
of significant problems in its external sector allows the GOC to
concentrate on its domestic budgetary challenges.

World Bank analysis has projected world cotton prices to rise only
slowly in coming years. The outlook for a substantial increase in
foreign investment may improve during the next few years as the Esso
and Hunt oil companies increase their levels of activity. These
possibilities are predicated on the continuation of peace in Chad, and
an improving climate for private sector entrepreneurs. Even so0,
immediate prospects are not particularly promising, and there is a
continuing need for substantial foreign economic assistance to provide
the resources necessary for investment and development.

Chad's total external financing requirements for the three years of
1987 to 1989 were estimated by the World Bank to amount to about $950
million, rather consistent with the rate of receipts that has been
achieved to-date. Medium and long term capital inflows, including
direct investment, have averaged $98 million per year for 1987-1988,
leaving a reasonable $104 million to be raised in 1989. External
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grants, including those from the United States, were projected at
about $200 million annually, and those have been realized, The :
resulting annual financial gap of about $15 million was to have been
within the resource levels of the World Bank's Financial
Rehabilitation Program. On balance, however, the increased debt
servicing arrears and the occasional annual loss of official exchange
reserves, although manageable, indicate that past resource flows have
not always been sufficient, and substantiate the need for continued
strong external support.

D. ADJUSTMENT PROGRAMS

Prospects for economic growth during the next few Years are fairly
modest and have been projected by the World Bank at 2 percent per year
for 1990 and beyond. Output in the cotton industry is unlikely to
expand faster than at present, due to GOC implementation of its
revitalization program. That program includes the termination of all
production subsidies in the cotton sector, which may result in reduced
but more efficient production. Prospects for other sectors appear to
be less than strongly positive as well.

Most importantly, the GOC is in the process of implementing a policy
framework program worked out with the World Bank and the IMF. The
Policy Framework Paper (PFP) strategy is being jointly financed
through a variety of donor efforts, including the $86.5 million
Financial Rehabilitation Program by the World and African Development
Banks, the availability of $18.5 million in resources from the IMF,
etc. That reform program is proceeding satisfactorily as of late
1988, according to Bank and IMF analysts in Chad to evaluate GOC
progress and update the PFP for 1989. The Bank/IMF analysis will
become available, with greater detail and revised 1989-1990 targets by
mid 1989. The existing PFP is discussed in further detail in comments
below regarding conditionality (see section IV.F.).

E. OTHER DONORS

A review of the use of policy conditionality reveals that the World
Bank is the only other donor involved in the civil service sector.
The Bank had planned to implement civil service studies (section
IV.F.4.) following USAID/Chad's original census of this sector.
However, due to GOC slippage in meeting other aspects of the
structural reform program, and because of USAID/Chad efforts and
concentration on civil service reform, the Bank has postponed its
plans for any specific interventions or conditicnality tied to the
civil service. The Bank prefers to concentrate on other than the
civil service for the time being. World Bank staff members in Chad
have recommended that USAID/Chad proceed with its civil service focus
as described in section IV below. The Bank will structure its policy
reform framework to accommodate these joint efforts by USAID/Chad and
the GOC. At a later time the Bank may plan interventions around other
public administration refinements to be identified during the reform

process.
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IV. PROJECT DESCRIPTION
A.  BACKGROUND N

USAID/Chad will utilize this rrogram Assistance Approval Document
(PAAD) to grant $8 million of its 1989 ESF resources, throuc.a a cash
transfer for budgetary support, to the Government of Chad. This cash
transfer is the fourth in the successful series that begar in 1984,
The implementation and auditing procedures were established earlier
and have been successfully used during the last two years. The
program responds to the increasing annual deficits between GOC
revenues and the expenditures required to maintain a minimally
acceptable level of public services.

l. Previous Programs. The agreement for the first U.S. budgetary
support program in Chad, entitled "Cash Transfer" (677-0047), was
signed in April 1984. The first one million dellar tranche was
distributed in July 1985, and a t.tal of $3 million was provided. The
agreement for the second budget support program, entitled
"Strengthening Development Ministries II" (677-0052), was signed in
September 1986. While similar to the previous program it differed in
that it levied some initial counditionalty. The program amount was
increased to $7 million and was paid in four equal tranches.

The fiscal 1988, or third program, continued the efforts and direction
of SDM-II, was entitled "Strengthening Development Ministries III"
(677-0055), and was signed for $7 million in May 1987. The first of
two tranches was paid in June 1988 and the last in December 1988. The
conditions precedent in the 1988 program were designed to expand on
the accomplishments of the previous year's program in the area of
improving civil service efficiency.

2. Coveradge. Previous budget support programs were designed to pay
non-military salaries in the capital city N'Djamena area for 22
ministries for approximately six months of the year (Table 8).

Through special covenant in the 1987 progream civil service salaries
were to be paid at a minimum of 60 percent of their 1967 scale. Prior
to that time salaries had been paid only irregularly, and at a maximum
of 50 percent of the schedule in force. 1In October 1988 the GOC
announced that civil service salaries were to be raised to 100 percent
of a new 1986 pay schedule, with the implementation commencement date
set for the end of January 1989.

The "new" 1986 pay schedule is not totally compatible with the grades
and seniority levels of those in the 1967 schedule, therefore transfer
to the new schedule requires some examination of each individual
employee file. This process is proving to be time consuming for the
Ministry of Civil Service and is delaying implementation of payments

e



- 24 -

under the new salary schedule. The GOC has publicly stated that
difficulties to implementation of the salary increase will be resolved
early during this Chadian fiscal year, January to December.

U.S. budgetary support to Chad in 1989 will permit coverage of the
same 22 ministries as in 1988, but for a smaller portion of the year,
USAID/Chad had anticipated that as certain World Bank projects came on
stream, such as those in the education, agriculture and public works
sectors, that salary expenses for the relevant ministries would have
been included. They have not been. This situation would have
provided a natural opportunity to reduce the number of ministries
covered through U.S. budgetary support. It would also have permitted
s to utilize the same level of funding to increase the number of
wonths of our coverage to that smaller selected group of GOC
ministries.

USAID/Chad believes there may be merit to reducing, from the current
list of 22, the number of ministries eligible for salary support.
However, in our discussions the GOC has requested that the list not be
reduced for 1989. A reduction in the number of eligible ministries
could result also in a reduced audit and verification workload, as
well as allow USAID/Chad to increase its influence with selected
ministries closely related to our overall program. This approach will
be pursued seriously with the GOC in preparation for the 1990 program.

As in 1988, and in accordance with the congressional mandate, this
support in 1989 will continue to exclude financing for military,
police and foreign affairs related ministries. This effort by the
United States will continue to supplement a similar, although larger,
budget support operation that the French began in 1982.

3. OVERVIEW O THE PROGRAM

sconomic Support Funds granted under this program will be used for
Jirect budgetary support to the Government of Chad. The program will
continue the focus of the earlier Cash Transfer and Support to
Jevelopment Ministries II and III activities. Specifically, the
drogram assures salary payments to the civilian employees of
ninisterial departments with development-oriented responsibilities,
rable 8 lists the GOC departments which will be eligible for support.

"he necessity of this budgetary support program is explained through
*xamination of three related but separate conditions and/or endeavors
\n Chad: (1) budgetary needs of the GOC, (2) the need, sectorially and
:conomically, for the civil service reform conditionality promoted by
he program, and (3) the program's support for the World Bank/IMF
yverall policy reform agenda for Chad.
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l. The budgetary needs of the civilian development-oriented ,"  R
ministries of the GOC are analyzed above in Section IJI.B. and are
plainly evident in the budget deficit and financing tables in Annex A,

2. Compliance with USAID/Chad's cash transfer conditionality will
contribute to increased efficiency and effectiveness within the
Chadian civil service. Those results will enhance GOC possibilities
and capacity for compliance with the World Bank/IMF reform program.

On the other hand, without USAID/Chad's civil service focus our need
for program conditionality would divert GOC attention and our limited
resources away from this vital sector. Given the otherwise
comprehensiveness of the ongoing reform effort directed by the World
Bank/IMF, that diversion would merely reinforce the efforts of another
donor without making a significant and unique contribution where it is
needed.

The lack of continuing USAID/Chad emphasis on civil service reform
would create an unexpected vacuum of possibly long duration while
other donors attempted to shift their attention and resources to
promote this important effort. Furthermore, neglect of this sector
would almost definitely diminish the possibility of GOC success in the
entire L.eform effort. Success in the remainder of the World Bank/IMF
structural reform program to rehabilitate the Chadian economy must not
be hampered by inattention to a newly reconstituted and inefficient
civil service., At this stage of Chad's economic development it is the
public sector which must gather, analyze and disseminate the basic
data and information necessary to the growth and functioning of the
economy.

3. Civil service reform is integral to the overall reform program in
World Bank/IMF documents such as the Policy Framework Paper for
1987-1990, the Financial Rehabilitation Program, and the Structural
Adjustment Arrangement. While necessary to overall economic reform,
World Bank/IMF planned interventions in civil service reform in the
near term have been dropped because of other priorities and the
magnitude of the overall reform effort. The World Bank/IMF have been
able to do this largely because of USAID/Chad's proposed continued
efforts. The World Bank/IMF and the GOC are relying upon a deliberate
sharing of responsibility in implementation of the numerous aspects of
the reform program. USAID/Chad is logically expected to continue to
build on its original efforts in the vital area of civil service
reform; i.e., to investigate, determine and advocate the
implementation of requisite reforms. World Bank staff members have
emphasized the importance of having USAID/Chad continue its civil
service reform efforts as a necessary complement to overall reform.
The integration of USAID/Chad and World Bank/IMF efforts is discussed
in Section IV.F. below.
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C. DISBURSEMENT PROCEDURES

Disbursements will be made in two equal tranches. Procedures for
disbursement, as detailed in section IV.C. below, will be similar o
those successfully used under Support to Development Ministries III.
Disbursements will be made in CFA francs to an interest-bearing
"Disbursement Account" maintained by the GOC Treasury at a local
commercial bank as general budget support. Both the principal and the
accrued interest of this Disbursement Account will be reserved
exclusively for goods and services identified in the utilization plans.

Each month the Treasury will transfer an amount egquivalent to its
estimated expenses under the utilization plan for that month, from the
Disbursement Account to a Special Account at the Central Bank of Chad,
from which actual payments to employees and supnliers will be made.
Payment through the Central Bank will be in accordance with normal
Treasury procedures and will thus be simpler and less prone to
bookkeeping and other errors than making payments directly from the
account at the commercial bank. As with the Disbursement Account,
funds in the Special Account will be reserved exclusively for the
payment of goods and services identified in the utilization plans.,

Each tranche is expected to cover approximately three months or less
of the salaries of the N'Djamena employees cf the eligible
ministries, It is anticipated that disbursements will be made in
May-June 1989 and in September-October 1989.

1. Disbursement of the Grant.”  After satisfying the conditions
precedent to disbursement of the first tranche of the Grant, the GOC,
acting through the Ministry of Finance and Data Processing, will
request A.I.D. to disburse the tranche. The conditions precedent will
include, among other things, submission of a utilization plan for the
tranche and, for the second tranche, submission of a report on the
utilization of the first tranche. After USAID/Chad reviews and
approves the documentation submitted by the GOC, it will request the
U.S. Government's Regional Accounting Management Center (RAMC) in
Paris to deposic CFA francs by wire into the Disbursement Account
maintained by the GOC's General Treasury for this purpose at the
commercial bank, Banque Internationale pour 1'Afrique au Tchad (BIAT)

in N'Djamena.

2. Date of Disbursement. Disbursement of funds by A.I.D. will be
deemed to occur on the date A.I.D. deposits the funds in accordance

with the Grant Agreement.-

3. Disbursement Account. The GOC will maintain a Disbursement
Account reserved exclusively for the receipt of A.I.D. funds provided
under this Grant. This account will be an interest bearing account
maintained by the GOC's Treasury at a local commercial bank. A.I.D.
will transfer grant funds in CFA francs directly into this account.
Interest accruing to this account will be exempted from the usual GOC
withholding taxes on interest payments.

A
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4. Special Account. Actual payment of expenses identified in the
GOC’s utilization plans will be made from a Special Account held by
the GOC's Treasury at the Central Bank of Chad. Approximately once a
month the GOC Treasury will deposit into the Special Account an amount
equivalent to its estimated expenses under the utilization plan for
that month. The total amount deposited by the GOC into the Special
Account will be equal to the amounts transferred by A.I.D. into the
Disbursement Account plus all interest accruing to the Disbursement
Account. All funds deposited into the Special Account will be
expended by the GOC on items identified in the utilization plans
submitted to and approved by A.I.D.

5. Rate of Exchange. The rate of exchange used to compute the amount
of CFA francs to be disbursed by RAMC at USAID/Chad's request into the
GOC's account at the local commercial bank will be the highest rate of
exchange not unlawful in Chad on the date of disbursement. "Highest
rate" means the rate yielding the greatest number of CFA francs per
U.S. dollar.

6. Disallowed Expenditures. The GOC will reimburse any expenditures
made from the Special Account at the Central Bank which are
subsequently disallowed by A.I.D. Reimbursements will be made into
the Special Account, and their release will be subject to A.I.D.
approval of a utilization plan.

D. FINANCIAL ACCOUNTABILITY

Financial accountability for funds disbursed from the Treasury's
Spcial Account at the Central Bank will be assured at three levels:
normal GOC procedures .of accountability and control, monthly reviews
by USAID/Chad, and a final audit of all expenditures under the program
by an independent accounting firm. These are the same procedures used
during Support to Development Ministries II and III, under which no
significant irreqularitiezs were found by either USAID/Chad or Price
Waterhouse,

l. GOC Procedures of Accountability and Control. The GOC will
exercise the same strict control over this activity that it has over
the three previous A.I.D. budgetary support programs. Requests for
payment of salaries or expenditures for goods and services will first
be processed by the Ministry of Finance's Budget Office. This office
will confirm availability of funds and the compliance of payment
requests with personnel and procurement procedures. After the Budget
Office review, payment orders under the program will then be sent to
the Ministry of General Inspection and State Control, which will
double check for accuracy and conformance to GOC regulations. It will
only be arfter these two controls that payment orders will be sent to
the General Treasury of the Ministry of Finance, for actual cash
disbursement or bank transfer. The General Treasury will maintain the
bank and related records for disbursements from the Special Account,
and will assign responsibility for the necessary bookkeepping and
other work to a separate staff.




- 28 -

2. USAID/Chad Reviews. USAID/Chad will conduct monthly reviews of
salary disbursements from the Special Account, using methods
recommended by the accounting firm Price Waterhouse. The reviews will
be carried out by the Project Manager/Program Economist and by other
staff from the USAID/Chad Controller's Office. The reviews will
require physically verifying salary payments to a sample of a few
dozen employees every month, and confirming for each tranche, through
inspection of receipts, payroll journals and other records, that
payments claimed by the GOC have actually been effected and received
by the indicated employees. Any discrepancies found during these
reviews will be immediately communicated to the Ministry of Finance
for corrective action.

3. Outside Audit. After the GOC has completed disbursement of the
second tranche, USAID/Chad will engage the services of an independent
audit firm for a compliance audit of the entire program. Similar
audits were performed for the first two budgetary support programs.
The ECPR in AID/W recommended that SDM-III be audited prior to
disbursement under this current program. USAID/Chad requested
RIG/Dakar compliance with this schedule, but the audit will commence
on May 29. All previous audits found no deviations from the terms of
the respective Grant Agreements, although they did recommend minor
improvements in manésement and control procedures, which the GOC
subsequently adopted. 1In view of this excellent past record
USAID/Chad has decided to proceed with paying the first tranche prior
to completion of the SDM-III audit. If the audit reveals problem
areas they will be corrected prior to any second tranche
disbursement. The audit will be funded from PD&S funds. 1Its scope of
work will be the following: .

(a) Assess the GOC's compliance with the utilization plans
submitted by the Ministry of Finance and approved by USAID/Chad,
through examination of supporting documentation and physical
verification as well as reviewing and reconciling the GOC's
Disbursement Account at the local commercial bank and its
Special Account at the Central Bank c¢f Chad.

(b) Assess the accuracy of the interim utilization reports
submitted by the GOC.

(c) Review the monthly reviews of disbursements conductedvby
the Project Manager/Program Economist and the USAID/Chad
Controller's Office staff.

(d) Deliver an opinion concerning the internal controls
observed in the course of the above examination, and suggest
improvements to the extent warranted; point cut any evidence of
fraud or misuse of funds; and clearly document the basis for

these conclusions.

(e) Prepare a brief report covering the findings resulting from
the above examination, and offer action oriented recommendations
for whaterer corrective measures need to be taken.

dl
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E. IMPLEMENTATION SCHEDULE’

Estimated Date

May 1989

July 1989
August 1989

September 1989

November 1989

February 1990

April 1990

PDM2:110/7

Activity
-Grant Agreement signed,

-GOC meets initial Conditions: Precedent.
Flrst tranche requested.

-A.I.D. deposits rirst trancne ‘of. CFA franc¢
to GOC Disbursement Account at local
commercial bank.

-GOC begins monthly deposits of CFA francs
(equivalent to monthly needs under
USAID/Chad-approved utilization plans) into
Special Account at Central Bank and begins
disbursements.,

-GOC completes disbursement of first tranche;

-Target for arrival of technical assistance:
to Interministerial Commission..

eGeneral Treasury payroll records become
available for informal audits of first .
tranche,

-GOC completes second set of Conditions
Precedent and requests second tranche.

-A.I.D. dep051ts second tranche of CFA francs
to GOC Disbursement Account at local
commercial bank.

=GOC <ontinues monthly deposits of CFA francs
(equivalent to monthly needs under
utilization plans) into Special Account at
Central Bank and begins disbursements.

-GOC completes disbursement of second tranche.

~-GOC submits final utilization report to
USAID/Chad.

-General Treasury payroll records of second
tranche become available for informal audits.

-Compliance audit of all GOC disbursements
under the Grant by an outside accounting
Eirm.

3o~
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F. POLICY CONDITIONALITY

l, 1In Previous Programs. Conditionality was deliberately waived in
the 1984 budget support program. The urgent nature of the requirement
for budget support, the serious drought then underway, the chaotic
state of the country's economic and social data base and the GOC's
consequent lack of capacity to articulate its objectives and
strategies other than in very broad and general terms, were the
reasons for that decision. 1In 1987 the newness of the Chadian
government, and particularly the willingness of GOC officials to
implement policy suggestions on the basis of information and
explaration alone, negated the need for heavy-handed conditionality in
the program that year. The continued validity of this "moderate"
conditionality approach by USAID/Chad in the programs since 1988 ‘has
been further justified by the dominant efforts of the World Bank and
the IMF in policy areas consistent with the interests of the ’
USAID/Chad program,

In 1987 the World Bank, IMF and the GOC negotiated a Policy Framework
Paper (PFP) which outlines the government's policy objectives through
1995, with a detailed listing of specific policy actions to be
implemented through 1990. World Bank and IMF staff members were in
Chad in late 1988 and again in early 1989 to evaluate progress under
that PFP and to update its objectives and gquidelines for 1989-1990.
The PFP addresses the overall needs of the Chadian economy and
specifically focuses on areas of priority interest to USAID/Chad:
agriculture (including crop production and marketing), transportation
(including rehabilitation and maintenance of the road network, and
improvement in the responsible government agencies), education, the
government investment program, improved efficiency and competitiveness
of parastatal enterprises (including the public utilities) and fiscal
policies. The PFP also contains a sc¢hedule for analyzing each of the
above sectors to refine determination of additional policy changes
needed.

It is the judgement of USAID/Chad, and of other donors, that the GOC
is currently fully engaged in a comprehensive and valid policy reform
endearor. An attempt by USAID/Chad to change the policy focus or to
divert GOC,energies would be counterproductive at this point,
particularly given the limited administrative resources of the
government. The Chadians have proven themselves very willing to
implement viable policy on the basis of reason and mild persuasion.
USAID/Chad use of other than minimal conditionality should be reserved
until, and if, difficult choices are surfaced by upcoming PFP analyses
in areas immediately relevant to the USAID/Chad program.

Notwithstanding the validity of the above reasoning, USAID/Chad has
adhered to the princinle that policy changes/improvements are needed
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in this country, otherwise economic conditions would be vastly :
different than at present. Moderate conditionality was a part of the
1987 and 1988 budget support programs. 1In the 1987 program the GOC
agreed to exclude a planned-for budget line item which would have
financed a personal vehicle loan guarantee program for civil
servants. The GOC also agreed to, and completed, a census of the
civil service as a prerequisite to improving personnel planning and
efficiency in public administration.

2. Status of Fulfillment of 1988 Conditionality. The 1988 program
continued employing conditions and covenants requiring GOC
improvements in the area of public administration. In compliance with
the request in paragraph 2.A. of State 382473 we include below a
detailed explanation of GOC activities vis-a-vis the 1988
requirements. NDjamena 03227 of June 1988 and NDjamena 06422 of
October 1988 explained in detail how the GOC has fulfilled the
conditions precedent in Article 3 of the Grant Agreement for project
nunber 677-0055, dated May 19, 1988. Section 5.4 of the Grant
Agreement contains several special covenants which the GOC has
fulfilled or is making progress toward fulfilling,

The Price Waterhouse, Abidjan, Ivory Coast audit report of January 14,
1988 found that the AID grant is free from any taxation or fees
imposed under the laws in effect in Chad. Subsequently, officials at
the Banque des Etats de 1'Afrique Centrale who supervise the special
account reaffirmed that the grant continues to be free from any
taxation or fees imposed under the laws in effect in Chad, in
accordance with Section 5.4.(A) of the Grant Agreement.

Ongoing informal audits of the payment process by USAID/Chad verify
thal. the grant resources are being utilized for the payment of
non-military salaries and some limited equipment, in compliance with
the covenant in Section 5.4.(B). USAID/Chad audit procedures are
described below in section IV.C. Additionally, the GOC has made
considerable progress toward fulfilling the extensive covenant of
Section 5.4.(D), which calls for the establishment of a commission to
study and recommend ways to improve oublic sector workforce :
effectiveness., Presidential decree No. 390/PR/MFP/88 was issued on
August 6, 1988 and created the Interministerial Commission For
Follow~-on Work To The Civil Service Census. That nine member
commission functions under the presidency of the Minister of Civil
Service, with eight other ministers as members. The commission is
specifically charged with the responsibility to implement improvements
identified in analysis of the civil service census and other relevant

public administration data.

The Minister of Civil Service issued orders number 19/MFP/DG/DER of
September 8, 1988 and number 22/MrP/DG/DER of September 20, 1988 in

It
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which he designated the staff and responsibilities for the working
level technical sub-commission. The sixteen members of the
sub-commission have been seconded full time to this assignment, have
been provided office space in the central facilities of the
government, have technical and analytical capabilities in a number of
fields including data processing, and are being funded through a
special line item for supplies and expenses in the utilization plan
for the second tranche of the 1988 budgetary support grant. The
budget support program will continue to require the inclusion of a
line item in the ¢OC utilization plans for each tranche to finance the
work of the sub-commission. The sub-commission is now in the process
of data gathering to determine its work plan and schedule.

These efforts to improve administrative efficiency are actively
supported by the World Bank through the Policy Framework Paper and
other reform-oriented programs (see the discussion below in IV.F.4.
Issues Currently Under Study or Planned).

The GOC, in accordance with Section 5.4.(F), of the May 1988 Grant
Agreement, has provided USAID/Chad with copies of its operating and
investment budgets for 1988, and the operating budget for 1989. The
investment budget for 1989 is presently in the printing stage and will
become available later. Due to a lack of GOC resources the investment
budget continues to be a listing of bilateral and multilateral donor
intentions for project expenditures during the year, rather than an
expression of GOC priorities. The required studies, under this same
Section, of the recurrent cost implications of these budgets have not
been performed by the GOC, or to our knowledge, by any donor.

3. Background To 1989 Program Conditionality. The Interministerial
Commission has progressed sufficiently into its quality review of the
civil service that it should now begin to give consideration to next
steps. The World Bank had planned to implement civil service studies
(see section IV.F.4, below), all stemming from USAID/Chad's original
census efforts in the Chadian civil service sector. However, due to
GOC slippage in meeting other aspects of the policy reform program,
and because of USAID/Chad efforts and concentration on civil service
reform, the Bank has postponed its plans for any specific
interventions or conditionality tied to the civil service. The Bank
prefers to concentrate its efforts outside of the civil service for
the time being. World Bank staff members in Chad have suggested that
USAID/Chad should proceed with its original civil service focus as
described above. The BRank will structure its Chadian policy reform
framework to accommodate these joint efforts by USAID/Chad and the
GOC, and will plan its own interventions around other public
administration refinements to be identified later in the reform
process.
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USAID/Chad has developed a good foundation for rapport with the Goc in
the improvement of civil service matters. We believe that the .

conditionality of the cash transfer can and should continue to be -
utilized toward further assisting the GOC in this important area. The .
timely use of competent technical assistance can prOV1de the :
opportunity for USAID/Chad to develop some influence in the shaping of

basic versonnel policies of the GOC.

4.

Civil Service Issues Currently Under Study or Being Planned

a. By The Government of Chad. (1) The Technical Subcommission,
under The Interministerial Commission for Follow-on Work to the
May 1987 Census of the Civil Service, is reviewing the personnel
files for each civil servant, followed by a personal interview
with each of the 12,000 regqular employees, The employee s annual
evaluation reports provide the basis for this review. However, in
addition to performance the Ministry of Civil Service (MFP)
evaluators are also giving significant attention to the factors of
age, health, attitudes, attendance and alcoholic consumption of
each employee. This review of the quality of the existing civil
service is a natural followon activity to the strictly quantified
nature of the May 1987 census. The Technical Subcommission, in
compliance with earlier conditionality by AID, submitted its
preliminary findings from this review, along with some broad
guidelines for proposed changes, to the Interministerial
Commission during February 1989.

The objectives of this review of the quality of the civil service
are to determine where and how to reduce its overall size and
improve its efficiency through:

-releasing those persons where there is cause

-retirement of those who are eligible

-release of the military currently occupying civilian v
positions, particularly outside of the capital, returnlng them
to Ministry o6f Defense responsibilities :
~transfer of excess civil servants from the capital area to

the prefectures

(2) It is the plan of the Technical Subcommission to seek
approval from the Interministerial Commission For Follow-on Work
to the May 1987 Civil Service Census and from the GOC during
February-March to move immediately into implementation of the
findings of its current quality review of the civil service. This
could entail the eventual release and/or transfer of numerous
civil servants. Current information indicates that the process of
transfers from the capital to the prefectures is gradual and
ongoing. The implementation of planned absolute reductions has
not yet been approved by the GOC.
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b. By The World Bank. (1) The Bank's Financial Rehabilitation
Program for Chad (FRP, Report No. P-4806~CD of July 1988) is
providing $86.5 million for calendar years 1989 and 1990 ($48.5
million structural adjustment credit from the World Bank, $38
million from the African Development Bank). The FRP briefly
describes two studies that were to be conducted on the civil
service (see descriptions below). It is evident from the policy
matrix for 1987-1990 in the World Bank, Report No. 6785-CD of
Octnber 1987, Chad's Economic Situation and Priorities, and from
the Bank's outline for studies of the civil service sector in the
FRP that the World Bank has built its program for civil service
reform on the census undertaken with AID assistance in May 1987.
Bank staff members have frequently voiced the value of that census
as the necessary foundation without which further efforts at civil
service reform would be delayed for some time and at considerable
expense. Reform recommendations from the two studies that had
been proposed by the Bank would be planned for implementation in
later phases of Chad's overall adjustment program. As has been
noted, the Bank will not conduct the first study described below
in view of the AID effort, and has postponed to an undetermined
date the second.

---0ne study would identify the number of personnel and their
qualifications needed for each office, department and
ministry, and compare those requirements with existing
staffing patterns, Additionally, the study would be slanted
to determine what functions should be performed by the
government given its resource constraints. Reportedly there
is a precedent for such a study: the French are said to have
completed one within the Ministry of Education. The study
would also provide the data for development of a plan for an
in-service training program.  Resources within the Bank's
Economic and Financial Management Project (Credit No. 1872-CD)
would have financed the study. The study has not been
initiated and World Bank staff members have indicated that it
will not be implemented if AID is able to advance its outline
for work with the Interministerial Commission. The Bank will
reevaluate the public administration situation at a later date
and plan its interventions based on the data and conditions
then available,

~-~A study of the potential social and economic impacts of
reductions in the civil service, presently in title form only
but recommended for completion prior to the implementation of
reductions.
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v CONDITIONS PRECEDENT TO DISBURSEMENT IN THE. 1989 PROGRAM

1. For the First Disbursement.

a. A statement of the names and titles of the persons who W111
act as representatives of the Grantee as defined in the :
approprlate section of the Grant Agreement, tcgether with a
specimen 51gnature of each person named in such statement.

b. A statement designating the commercial bank and interest
bearing account number into which the disbursement is to be made

c. A statement certifying that a Special Account, from which
disbursements for the purposes identified in the utilization plans -
submitted by the Grantee will be made, has been openned at the
Central Bank of Chad.

d. A covenant in the Grant Agreement of May 19, 1988 for the 1988
cash transfer (677-0055) requires the GOE to submit to AID, prior
to the end of May 1989, a report of the preliminary findings of
the Interministerial Commission for Followon Work to the May 1587
Civil Service Census. The Interministerial Commission is nearing
completion of the first phase of its survey of the quality of the
civil service and will submit its findings and recommendations to
the GOC during February or March. Those findings will constitute
satisfaction of this special covenant. However, the Technical
Subcommission, under the Interministerial Commission, is scheduled
to immediately begin personaltinterviews with each of the GOC's
12,000 regular civil servants. This will be the final phase of
its review of civil service gquality. Those interviews will
consume another three to four months, and could possikly distract
GOC attention from filing its report of preliminary findings. To
preclude that possibility we are upgradlng the 1988 covenant to a
condition precedent for 1989,

e, The current activities of The Interministerial Commission are
designed to measure the quality of individual civil servants (see
section IV.F.2. above). An analysis of those results will be
followed by actions to trim the unqualified, the non-performers
and the redundant. The GOC intends that the overall size of the
government will be reduced by not replacing all of those

released, The Commission is now in the process of determining the
size and membership of three broad categories in the civil
service: those to be retained, those to be retired, and those to
be fired for cause., Building on this current quality review by
the Commission, an aspect of our conditionality for payment of the
first tranche will support a GOC request for technical assistance
which will begin to address, during 1989, selected conditions
relevant to efficiency in the civil service. That technical
assistance will support GOC efforts to refine its estimate of
medium term needs in the civil service, as well as the development
of a regularized system for comparison of existing skills to an
estimate of medium and long term government needs. Implementing
the results from this technical assistance will then become part
of the conditionality associated with our cash transfer program in
1990. USAID/Chad will utilize a portion of its PD&S funds to
provide this short term technical assistance, to be identified

3%
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with help from AID/W, for an estimated six to ten weeks. In the.
meantime, the GOC's existing outline of its medium term civil =
service needs will be utilized as a temporary yardstick against
which it will continue to measure current staffing. o

f. The Ministry of Finance will provide tc the Ministry of Civil
Service funds included in a line item in its ut'lization plan for
each tranche of the cash transfer to financially support The
Interministerial Commission for Followon Work to the May 1987
Civil Service Census. These funds should be controlled by the
Ministry of Civil Service. This allocation will be focusel to
provide the basics of office equipment, transportation, and
support services specifically to facilitate the work of the
Technical Subcommission. The Interministerial Commission and the
Technical Subcommission were created in August and September 1988,
and their preliminary budget was to be sufficient to provide for
their extensive activities during 1989. However, the Presidential
Decree creating the Interministerial Commission shifted
responsibility for its presidency from the Ministry of Finance to
the Ministry of Civil Service. 1In this process the finalized
budget was reduced so as to require supplemental funding from 1989
resonrces for the Commission. This conditionality will assure
adejuate funding for 1989. 1In this regard it will be necessary
that the PAAD designate the Ministry of Civil Service as a
co-implementing agency (with the Ministry of Finance) of the Grant
Agreement, with responsibility for reporting compliance with the
civil service related aspects of the conditionality.

g. Approximately ten percent of the second tranche of the 1988
cash transfer is being used by the GOC to purchase an IBM System
AS/400 computer and supporting equipment to rehabilitate the
Ministry of Finance computer center. The latter was totally
destroyed during the strife in 1979-82. This center will
constitute the core of GOC data processing capacity and will
provide direct support to the civil service reform activities of
the Interministerial Commission. 1It is, therefore, vital that the
system be adequately maintained. The Ministry of Finance will
include a line item in its utilization plan for each tranche of
the cash transfer to provide for maintenance of the computer
center'c System AS/400. The contract for this maintenance will be
undertaken by the Ministry of Finance and a maintenance firm of
the Ministry's choice. 1Initial estimates from responsible firms
indicate that this cost will approximate $30,000 in each tranche.

2. For the Second Disbursement

a. A subsequent utilization plan specifying the proposed purpose,
amount and timing of payments from the Special Account for a
subsequent period not to exceed three months.

b. An interim utilization report certified by the Minister of
Finance and Data Processing and the Secretary of General
Inspection and State Control setting forth the actual use of first
tranche funds from the Special Account.

¢c. To continue GOC attention on civil service improvement this Cg
conditionality will assist the GOC to begin to outline a plan for ﬁ
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the development of an in-service'training program for all civil
servants, Discussions of this topic will attempt to focus GOC

plans on expanded use and improvement of the National Public
Administration School, especially for in-service training.

condition may require an extensive effort by the GOC.

that very competent technical assistance will be required.
Utilizing data from the Interministerial Commission's efforts, and

working with other units within the Ministry of Civil Service and

the National Public Administration School, this technical

assistance can assist the GOC to build an effective in-service

training program.

3. Representative Budget/Utilization Plan.

The GOC utilization
plan for each disbursement of the Grant will comprise a budget

with the details listed below (the dollar amounts are
illustrative, based on an exchange rate of 300 CFAF/$1):

-For the First Disbursement:
--Government Salaries
(to include a listing by Ministry)

--Support to the Interministerial
Commission to Follow the Civil
Service Census:

-Personnel
-Materials
-Travel
-Miscellaneous

--Maintenance Contract and Expenses
for the Ministry of Finance and
Data Processing Computer Center

Total

-For the Second Disbursement:
-=-Gov ‘'rnment Salaries
(to include a listing by Ministry)

~-Support to the Interministerial
Commission to Follow the Civil
Service Census:
-Personnel
-Materials
-Travel
-Miscellaneous

--Maintenance Contract and Expenses
for the Ministry of Finance and
Data Procressing Computer Center

Total

PDM1:050/1-6

U.S5. Dollars .

8,400
54,000

6,700
3,500

33,400

We believe

$4,000,000

$3,894,000

8,400
54,000
6,700
3,500

33,400

$4,000,000

HO



H. COVENANTS

1. COmpleteness'offInformation. The Grantee will'confirm:,;

2.

Q.

That the facts and circumstances of which it has informed
A.I.D., or caused A.I.D. to be informed, in the course of
reaching agreement with A.I.D. on this Grant, are accurate
and complete, and include all facts and circumstances that
might materially affect this Grant and the discharge of
responsibilities under this Agreement; and

That it will inform A.I.D. in a timely fashion of any
subsequent facts and circumstances that might materially
affect, or that it is reasonable to believe might so
affect, the Grant or the discharge of responsibilities
under this Agreement.

Special Covenants

a.

The Agreement and the Special Account will be free from any
taxation, fees or duties of whatsoever nature imposed under
the laws in effect in Chad.

The Special Account will not be used to finance luxury
gocds, abortion equipment, gambling or weather modification
equipment or military, paramilitary or police activities of
any kind, including the procurement of commodities or
services to be used by the military or police, or to pay
principal or interest on loans to the military or police.

The Grantee will provide A.I.D. access to the results of
the research and analyses of the Interministerial
Commission created to analyze the May 1987 civil service
census and to plan the implementation of changes for
improved effectiveness of the civil service,

The Grantee will provide A.I.D. with copies of the
operating and investment budgets for 1989 and 1990 and the -
recurrent cost implications of these budgets and any other
studies it may produce on the recurrent costs associated
with development projects, as soon as these documents are
available.

Except as the Parties may otherwise agree in writing, not
later than four months following the final disbursement
under the Grant, the frantee will furnish to A.I.D., in
form and substance satisfactory to A.I.D., a final
utilization report certified by the Minister of Finance and
Data Processing, and the Secretary of General Inspection
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‘and State Control setting forth the actual use of all fundé%
released from the Special Account. The final utilization

report may incorporate the substance of the interim
utilization report for the first tranche previously
submitted to A.I.D. under the Grant Agreement.

£, The Grantee will furnish to A.I.D. such other reports and
information relating to the Grant, the Operating and
Investment Budgets of the Government of Chad and the
performance of the Grantee's obligations under the
Agreement as A.I.D, may reasonably request,

I. ENVIRONMENTAL CONSIDERATIONS

Given the nature of the Program Grant, the chief Environmertal Officer
of the Africa Bureau has approved a Categorical Exclusion (Annex D).
The activity meets the exclusion criteria of Section 216.(c)(i)
because the A.I.D. funding does not have an effect on the natural o

physical environment. :

PDM2:110/3~4
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'ANNEXES -

A. TABLES OF ECONOMIC AND FINANCIAL STATISTICS

Actual and Projected Gross Domestic Product

Central Government Budget Expenditures by Function
Central Government Budget Expenditures by Ministry
Central Government Budget Plus Foreign Debt Fund
Central Government Budget Revenue

Financing The Central Government Cash Deficit

Balance of Payments

Government Ministries Eligible for U.S. Budget Support

DV ~JANTBWN =

B. STATUTORY CHECKLISTS

1. Country Checklist, SC(1)
2. Nonproject Assistance checkllst, 3(A)2

C. PROGRAM GRANT AGREEMENT

D. CATEGORICAL EXCLUSION (IEE)
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TABLE 2

- CHAD - CENTRAL GOVERNMENT RECURRENT BUDGET SXPENDITURES BY FUNCTION
‘ (Millions CFAF; Actual EXxpenditures)

Budgetted

1983 1984 1985 1986 1987 1988 1989
TOTAL 11,465 22,243 23,805 23,371 24,946 25,614 40,145
Salaries (civilian) 6,599 6,294 8,238 9,482 10,160 11,344 18,75
Central Administration 6,180 5,756 6,572 7,936 9,720 10,744 17,786
Foreign Servige 147 169 385 403 400 560 898
General Staff Expenses 272 369 1,281 1,143 40 40 70
Goods and Services 3,322 2,418 4,750 2,747 3,470 3,900 7,732
Central Administration 1,184 767 1,511 477 1,777 2,586 5,339
Embassies 220 272 - 577 549 397 475 - 582
General Supplies 392 656 1,176 783 364 195 1,811
Building Maintenance 321 89 309 75 199 198 NA
Emergency Action Fund 53 21 115 444 431 254 NA
Miscellaneous 1,152 613 1,062 419 302 1192 NA

Military (salaries/supplies) 2,050 9,000 9,397 8,649 9,056 ‘9}@00 10,000

- 1'. N

Counterpart Funds (1) 0 0 593 635 1,907 .0 2,000 .
Transfers 980 972 1,500 1,211 1,341 1,370 1,660
Scholarships 61 122 247 487 368 400 550

Contributions to ‘ ‘ e ;

Organizations 210 303 924 664 - 895 960 1,100
Pensions (2) 683 26¢ 329 NA NA - 'NA. " NA
Other 26 279 0 60 78 10 10
Other (1,486) 3,559 (673) 647 (988 '61 0

Source: IMF Report No. EBS/87/209 with data as 6f’July 1987; World Bank Report No. 6785—CH;;octqber
1987, with data as of November 1986; and Ministry of Finance, Central Treasury. Allcapital
expenditures have beern externally financed. Expenditures exclude foreign debt and debt -
servicing by CAA. T

(1) 1985-86 counterpart to AID budget support; 1987 counterpart to IDA lending; 1989 counterpart to
all investment projects. 8

(2) Pension data for 1986-89 have not yet been disaggregated from salary data.

PDM1:033/27
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TABLE 3

CHAD - CENTRAL GOVERNMENT RECURRENT BUDGET EXPENDITURES BY MINISTRY

{INISTRY/FUNCTION
\dministration:
‘residency
sovernment Secretariat
Jat'l. Advisory Council
>lanning/Cooperation
information
\udit/Inspection
1inistry of State
foreign Affairs
*inance/Data Processing
2ivil Service
Justice
Interior
Defense
Sub-Total
Services:
Bducation
Public Health
Social Affairs
tabor
Food Security
Agriculture
Livestock/Irrigation
Tourism/Environment
Culture/Youth/Sports
Commerce/Industry
Mines/Energy
Public Works
Post/Telecommunications
Transportation
Transfers (1)
Interministerial
Sub-Total

Total

1986 Actual

(Millions CFAF)

1987 Actual

1988 Budget

1989 Budget .

Salaries Supplies

Salaries Supplies

Salaries Supplies

Salaries Supplies

2,691.6 209.9  2,537.2 426.1 2,766.1 463.7 4,548.1  477.9
65.7 13.7 147.1 358.2 87.6 365.1 190.4 195.2
112.1 6.4 129.0 24.7 141.6 34.1 134.2 36.5
64.0 2.0 86.5 27.1 110.1 22.4 218.0 35.1
163.6 52.9 164.1 85.3 223.5 90.2 324.3 241.3
97.5 10.7 119.1 38.7 122.2 45.0 150.2 62.0
- .- 12.0 4.5 12.0 4.4 10.1 5.2
86.4 423.6 152.2 478.1 692.6 518.2 898.3 582.1
469.7 521.6 658.7 346.6 628.9 381.6 1,162.1 556 .9
42.1 0.9 53.0 13.2 82.9 23.0 142.2 24.6
146.8 66.2 198.3 119.1 197.9 123.7 316.9 130.6
1,363.0 265.8 1,621.1 254.2 1,467.9 270.5 2,195.4 622.4
7,000.0 _1,400.0 _7,000.0 _2,000.0 _7,943.7 _1,056.3 _8,072.1 _1,927.9
12,302.5 2,973.7 12,878.3 4,175.8 14,477.0 3,398.2 18,362.3 4,897.7
1,895.8 102.1  2,567.5 115.7  2,337.7 110.4  4,224.3 387.0
547.1 69.3 617.4 122.3 701.3 181.8 1,289.7 334.8
87.0 - 106.8 22.7 129.6 23.7 203.8 147.0
29.1 2.0 45.2 13.3 42.3 19.2 61.6 21.4
39.2 - 44 .8 11.0 38.1 17.9 44.2 18.9
371.2 38.4 470.0 75.5 445.0 68.4 902.6 1,083.8
240.3 14.6 316.0 39.6 307.8 36.5 417.4  366.5
211.8 4.6 243.2 42.8 224.3 49.6 308.6 167.2
— -- 194.1 53.2 147.7 53.4 284.3 79.4
60.3 -— 73.4 17.1 93.0 27.5 1163.9. 28.9
-- — 58 .9 23.5 57.0 28.2 85.8  27.3
169.1 12.2 170.2 62.3 175.7 70.3 295.8 239.2
20.1 -- 30.3 9.5 30.8 8.2 45.8 8.2
28.0 - 37.0 7.0 .39.5 9.4 65.8 40.4
1,120.0 - 1,490.0 -- 1,370.0 - 1,660.0  —-
- 3,032.6 - 811.6 40.0 __ 854.3 70.0 3,811.7
4,819.0 3,275.8 6,464.8 1,427.1 6,179.8 1,558.8 10,123.6 6,761.7
17,121.5 6,249.5 19,343.1 5,602.9 20,656.8 4,957.0 28,485.9 .4

11.659:

Source: Ministry of Finance & Data Processing, Budget Office,
1988-1989 are on a commitment basis.

Eii expenditures.
)
)

Mix of salaries and supplies in contributions to int
local schools, scholarships and social organizations.

1986-1987 data‘aré actual

ernational organizations, and subsidies to

|
S
W

L]



TABLE 4

CHAD - CENTRAL GOVERNMENT RECURRENT BUDGET PLUS FOREIGN DEBT FUND

Total Revenues

Tax Revenue ‘

Of which Export Duties
Non-tax Revenue _
Foreign Debt Fund (CAA)

Expenditures
Recurrent Budget
Foreign Debt Fund

Deficit (Commitment
Basis)

Change in Arrears
Domestic
External

Cash Deficit

{Millions CFAF)

1983 1984 1985 1986 1987 1988
8,495 18,266 21,341 16,836 19,093 22,304
6,089 13,076 15,916 12,675 12,368 16,255

281 2,739 3,365 106 133 493
2,030 3,452 4,117 2,590 2,484 2,205
376 1,738 1,308 1,571 4,241 3,844

12,763 23,456 24,958 24,086 26,560 28,652

11,465 22,243 23,805 23,371 24,946 25,614
1,298 1,213 1,153 715 1,614 3,038
(4,268)  (5,190) (3,617)  (7,250) (7,467) (6,348)

802 518 691. 700 (805)  (5,104)
202 107 1,008 535 (648)  (1,500)
600 411 (317) 165 (157) (3,604)

(3,466)  (4,672)  (2,926)  (6,550)  (8,272) (11,452)

1989
Eﬁ?iﬁi

21,363
477
3,307
4,611

- 44,756

40,145
A41611
(15.475)

(750)
(750)

..";7 -

(16,225)

Source: IBRD Report No. 6/85-CH of October 1987, and IMF No. EBS/87/209 of October 1987

1983-1987 are actual expenditures, 1988-1989 are budget comm1tments.

PDM1:033/29
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TABLE 5

CHAD ~ CENTRAL GOVERNMENT RECURRENT BUDGET REVENUE

TOTAL REVENUE

TAX REVENUE

\ (Million CFAF) '

1985 1986 1987 1988 1989

S ————— rv——————— e ————————— O ——————— —————

(1) 20,033 15,265 14,852 18,460 24,670
15,916 12,675 12,368 16,255 21,363

On Income & Profit 3,050 3,021 3,197 2,695 3,705
Individuals 2,088 2,087 1,663 1,640 2,210
Corporate 962 934 1,534 1,050 1,410
Late Penalties - - - 5 85

Employer's Payroll 536 391 306 440 601

On Goods & Services 3,707 3,124 3,479 3,485 5,320
Domestic Turnover 1,342 997 927 945" 1,780
Unitary Tax (2) 1,402 976 1,450 2,000 2,000
Registration Fees 168 224 225 260 442
Stamps 243 205 237 280 300
Other 552 722 640 - 798

Civic/Poll Tax - 703 748 1,000 1,200

International Trade 8,623 5,436 4,614 7,355 9,037
Imports 5,540 5,757 4,130 6,785 8,34
Exports ' 3,365 106 133 493 - 477
Parastatal Profits(3) (282) (427) 351 71 217

Other - - 24 1,280 1,500

NON-TAX REVENUE 4,117 2,590 2,484 2,205 3,307

Property Rents 241 171 102 202 300

Administrative Fees 107 147 419 304 455

Non-Industrial Sales(4) 629 591 470 1,031 1,776

Central Bank Profit 1,008 641 261 540 240

Other (5) 2,132 1,040 785 128 536

Source: IBRD

Report No. 6785-CH of October 1987; Ministry of

Finance, General Treasury; and Budget Documents for

1988~
1988~

-

N W o
~—

Does not
shown in
Includes
On trade
Includes
Includes

— e g, g~
e s S S

PDM1:033/37

1989. Actual revenues for 1985-1987, projections for
1989.

include off-budget revenues of the Foreign Debt Fund
Table 4.

consumption and petroleum taxes.

aspects only.

government services,

fines, exchange rate guarantee, etc,
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CHAD - FINANCING THE CENTRAL GOVERNMENT CASH DEFICIT

(Millions CFAF)

-9'.

Budgetted

1983 1984 1985 1986 1987 1988 1989

FINANCING REQUIRED (1) 3,466 4,672 2,926 6,550 8,272 11,452 16,225
NET EXTERNAL FINANCING 3,928 2,836 3,988 5,077 10,099 7,434 8,662
Budgetary Support 3,928 2,971 4,387 6,320 11,999 7,600 9,900
France 3,928 1,990 3,925 5,000 3,010 5,500 7,500
USAID - 981 462 572 1,590 2,100 2,400

Other (2) - - - 748 7,399 NA NA

Debt Relief (3) - -— - - 748 QR0 NA
Amortization (4) - (135) (399) (1,243) (2,648) (1,126) [;,238)
NET DOMESTIC FINANCING (462) 1,836 (1,062) 1,473 (1,827) (6.687) [1,351)
Banking System (1,176) 1,200 (2,016) 1,631 (1,345) (1,719) '1,351)

Central Bank (1,143) 1,359 (2,042) 1,592 (1,205) (1,719) NA

IMF (net) 468 (1,015) 1,185 (509) (36) (341 NA

SDR Advance - 2,003 (1,118) (691) - NA NA

Credit Ceiling aAdv. (955) 1,981 (2,186) 2,238 (545) NA NA

Deposits (656) (1,610) 77 554 (624) NA NA

Commercial Banks (33) (159) 26 39 (14n1 - NA

Non-Banking Sector 714 636 954 (158) (482) (4,968)
- (5)

FINANCING SHORTFALL C—— - - - - 10,705 914
Source: IMF Report No. EBS/87/209 of OGEober 1987; Ministry of Finance, General Treasur; udget
Documents for 1988 & 1989; World Bank Report No. P-4806-cCD, July 1988, Table 1.

(1) Table 4. ;
(2) Includes 1loan proceeds from import reimbursement Projects such as the World Rank's F ncial

Rehabilitation Program, and others.
(3) On scheduled interest and amortization payments.
(4) on a cash basis, including change in arrears.,
(5) Payment of interest on rescheduled arrears of COTONTCHAD.

PDM1:033/38
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BEST AVAILABLE DOCUMENI
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TABLE 7
CHAD -~ BALANCE OF PAYMENTc

(Millions US dollars).

- lrrujetteu) m--

1963 1584 ISES  196¢ 1937 1968 l?Ei
Tride Balince (32,20 18,7 (73,10 (107.5)  (149.0)  (156.4) (léz i
Exporis ; ‘ TR 1313 BS.6 96,6 . 109.6 13wt 1324
- of sticht cotton fiber 59,0 97,0 44,5 42,4 42.8 6.1 &4
. leparts 06,0 1156 158,720k 2586 p9E.0 235.¢
Non-fazior Services (24,2) (42 & 161 1125,6) (148, 1) (81.5) (187, 1!
kece:pts 3t /.3 w2 43.7 85,0 61,3 53,2
Feyeeals 0.8 77,7 148,3 173.5 203.1 Qe 6 HORE
Fsctor Services UL e (.00 6.2 (19 5.0 (L
keceipts 0.t 0.4 0.3 - L& &3 .7 DI
Faveente 1.4 §.5 03 18,7 .2 ) LN
of whiths inierest 4.7 3.7 3.1 3t 4. $.9 4,5
Transfere .4 4.2 2 R ¢2t.5 8.5 51,6
Privale (ret) (. 4)' 2l 9.8 7.7 unLe {6.4) (15,0
Public (net} 03.€ SI3 ¢ 4B 6.8 23E2 57,9 .l
(oot aid 1.6 214 49,0 17,2 16.8 3.0 14,4
butcet euppert 5.8 5.3 12,6 20.4 5.8 .7 2.4
85 6 169.3 24,3

other X R TN S M ¥ I

Current Account Palance .0 13.4 (132.0) 4) 82,5} (E3.4) (2¢9,2)
CAB excl, public transfere  (49.€) A37.9) (290.1)  (254.2)  (320.B)  (344.3) (340.3)

0ffizial Capital Grants 0.0 274 43.3 33.5 4.8 118.0 161,%
Dirécf Invesizent 1.1 23 534 33,3 | 4,0 40 0.0
of which: Essa 0.0 1.4 8.7 355 NA NA B
Mediue- and Long-ters o - : S
Lerding (ret) 1.8} (1.0 4.1 7.8 . 164 100.0 §3.7
Disburseeent &5 . 39 196 2.9 624 1060 1034
Peortization 4,3 4.9 5.5 7% DR Y | 6.0 L7
Sort-ere Lesting (nell (570 (3280 156 184 6.7 4.0 0.0
.Errers and Czissions. 5,0 “
Exchinge Rate Guzranted 32 e o 0.0 0.0 0,0 0.0
Chenge in Nel Reserves Bb 195 (24 (T4,4) G 1528 ()
Crange in Arreers 6.5 3.9 2.4 3.0 2.0 0.4 0.0

(1) Source: IBRL Report NO 6765 of October 1587) #s inistry of Planning, Directorate of Slatistics,
Econoric ane Porulation Studies., ,



TABLE 8

CHAD - GOVERNMENT MINISTRIES ELIGIBLE FOR U.S. BUDGET SUPPORTf

N'DIANENA PROVINCES ' TOTAL _ e

Nuster of tionthly Payroll Kuzber of Honthly Payroll Number of fiacthly Payroll

Biristerial Departaent Ezployees (CFA france} Eeployees {CFA francs) Ezployees (CFA [rancs)
Posts and Telecoasunications 13 1,4€8,568 [ 351,009 19 1,839,568

National Consultative Comaittee 45 9,713,213 0 0 45 9,719,213 .
Labor 37 3,211,871 ? 161,519 64 3,373,2%
Food Security and Dicaster Victias 3% 2,544,554 ¢ V v S 2,544,554
Transportaticn and Civil Aviation 15 2,787,431 0 0 - 45 2,787,431
Social Affairs and Advanzesent of Koaen 204 8,274,074 125 2,168,762 331 6,444,636
Beneral Secretariat of the Governaent 155 7,243,165 0 -0 153 7,259,163
Culture, Youth and Sports S 3,439,234 206 7,361,0{7 265 10,800,283
General Inspection and State Control 126 10,951,235 0 I R 126 10,951,239
Hines and Energy 86 4,167,863 0 0o B8 4,167,883
Coszerce and Industey 122 7,004,842 7 161,799 129 7,18¢, 4641
Agriculture 552 19,840,647 724 14,638,255 1,278 33,978,904
Planning and Cocperation 141 1,%07,6%9 0 0 141 7,907,499
Information 301 18,425,654 a1 425,35 322 18,852,510
Finance and Data Processing 684 41, 144,448 1,385 44,952,952 2,549 86,097,460
National Education 1,326 90,395,775 3,876 102,806,597 5,202 153,202,282
Tourisa and Environaental Protection 37 19,197,972 542 6,115,052 1,079 18,313,044

Livestock and Pastoral Water Supply 370 13,403,218 301 11,136,931 871 24,760,149
Public Works 362 11,237,580 118 1,558,024 450 12,745,564
Civil Service §2 4,172,077 3 178,200 97 4,390,277
Public Health 752 22, 114,045 1,908 34,122,948 2,680 56,234,953
Justice 232 12,102,191 404 4,054,910 836 16,157, 101

TOTAL 6,318 270,082, 604 10,335 229,433, 662 16,653 499,716,265

Source: Ministry of Finance and Data Processing, Budget Dffice -- August 1938 Payrall.

8y -
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- '5C(1) - COUNTRY CHECKLIST

’yiitédfbelow 8re statutory criteria applicadle

to: "(R) FAR funds generally: (B)(1) Developnent -

Aselciance funds only: or (B)(2) the Econonic
Suvrport Fund only.

A. GENER2L CRITERIA FOR COUNTRY
ELIGIBILITY

b I

Y 1989 Zppropriat one _Act Sec. 578 .
Has the President certified to the
Congress that the government of the
recipient country is failing to take
adequate measures to prevent narcotic
drugs or other controlled substances
which are cultivated, produced or
processed illicitly, in whole or in part,
in suveh Country or transported through
gLech country, from being s0ld illegally
within the jurisdiction of such country
te Uzited States Government perscrnnel or
treir dependents or from entering the

ited States unlawiuvlly?

F2: Sec. 4BI(h): FY 19E9 AZppro ristions
ACt Sec. &78; 19EE Drug Act Secs.
£405-C7. (These provisions apply to
accsistance of any kind provided by grant,
géle, loan, lease, credit, guaranty, or
intvrance, except assistance from the
Child Survival Funé or relating to
irternztional narcotics control, disaster
&2nd refugee reliet, narcotics education
8rc awvareness, or the provicion of food
or nedicine.) 1f the tecipient is a
“rejor illicit érug producing country"
(Cefined as a country producing during a
fiscal year at least five metric tonsg ot
opiun vr 500 metric tons of coca or
parijvana) or a "major érug-transit
country" (defined as a country that is a
significant direct sourcs of $11icit -
drugs significantly affecting the Unites
States, through which such érugs are
transported, or through which significant
suns of drug-related profits are

ANNEX B.1.
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laurnderet with the knowledge or
- CORplicity of the governnment): (a) Does

the country have in Place a bilateral
harcotics agreement with the United
States, or a multilateral narcotics
dGreement? and (b) Has the President in
the March 3 International Narcotics
Control Strategy Report (INSCR)
degexnined and certified to the Congress
(wvithout Congressional enactrent, within
€5 days of continuous session, of a
resolution disapproving such a
certification), or has the President
Ceterrined and certified to the Congress
On any other date (with enactment by
Congress of & r-ozslution approving such
certification), that (1) duvring the
Previouvs year.-the tountry has cooperated
fuvlly with the United States or taken
&Ceguate steps on its own to satiefy the
gcsls agreed to in a bilateral narcotics
égreenent with the United States or in a
rcltilateral agreenent, to Prevent
illicit drugs produced or processed in or
trarcsperted through such ccuntry fror
beirg tranzported into the United States,
10 prevent and punish drug profit
lzindering in the country, and to prevent
8.3 punish bribery and other forrs of
Fublic ccrruption which facilitate
Predvction or shipment of illicit drugs
¢r discovrsge prosecution of such acts,
©I thét (2) the vital national interests
of the United States require the
FProvision of such assistance?

ASE€ Druo Act Sec. 2013: 13198 Drvg Act
Sec. 4404. (This section arrlies to the
same categories of assistance subject to
the restrictions in FAA Sec. 481(h),
adbove.) 1If recipient country is a *major
illieit drug producing country" or ‘rajor
drug-transit country* (as defined for the
purpose of FAR Sec €Bl(h)), has the
President subnmitted a report to Congress
listing such country as one (&) wvhich, as
2 matter of government policy, encourages
or facllitates the production or
éistribution of S1licit drugs; (b) in
vhich any senior official of the

VA

~
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fCvernment enjages in, eéncourages, or
facilitates the productiop or
disttibution O0f illegal 8rugs; (c) in
vhich any menber of a4 U,s, Government
agency hag Euflered or been threatened
with violence inflictes by or with the

Conplicity of 8ny gevernment officer; or

Cooperation ton lawviul activities of U.S.
drug enforcenent 2gents, unlesg the

©f that country? h N/

FLr Sec. €20(e). 1f assistance is to a
Sovernrent, ig the government indebtreq to
&ry VL.S. citizen for g00ds or gervices
furniched or OrIlered where (2a) such
citizen has exhaustegd available legal
reredies, (b) the 8edbt is not deried or

dnéedtesness 8rises under an
vacornitions) guarsnty of Paynent given
bty such governnent or controllesd entity? No

22 _Sec. €20(e - 1! assistance is to
& Governnent, has it (including any

ECVEInMEnt agencies or Bubdivisions)

téken any action wvhich has the effect of
nationalizing, €xXpropristing, or

Ciherwise seizing ownerehip or control of
PIcperty of U.s. citizen; Or entities
beneiicially f.ned by them without taking
SI€FSs to ¢ischarge jtg obligationg toward
such citizens or entities? No

AL Sece. €20 a €20(f €20D: FY 1989
Arrtopriations htt Secs. 512, £50, $92.
s recipient country a Comnunigt

covntzy? 1f go, has the President
deterrined that assictance to the country

conspiracy, and that such assistance will
further promote the 1nd¢pendence of the
recipient country fronm international
cornunism? Wil} assistance be vrovides

A4
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either directly or indirectiy to Angols,
Cambodia, cuba, Irag, Libya, Vietnam,

South Yemen, Iran or Syriaz Wil No-
2ssistance be provifed to Afghanistan '
vithout a certification, or will

assistance be provided inside Afghanistan
throvgh the SOViet-contxolled governnent \
of Afghanistan? No

FAX Sec. €20 - _Has the country

PéInitted, or fajled to take adeguate

Epeasures to prevent, darnage or

destruction by mob action of U.S.

pIoperty? NO

FIX Sec. €20()). Has the tountry failed No, agreement signed
10 enter into an investment guaranty hh§n12r1365‘ o
&CIeenent with OorPicC? o :

rh Sec. €20(0): Fichermen's Protective
Act of 19¢7 (ac arerded) Sec. $. (a) Has
the ceurntiry seized, or impcsed any
Penalty or sanction against, any U.S.
fithirng vessel because of fishing
activities in international waters?
(b) 1f so, has any deducticn required by N

the Fishermen's Protective Zct been nade?

- EX2 Sec. €20(0); FY 19E9 Anpro riations

LSt Sec. B1B. (2) Has the government of

the recipient country been in cefavit for

roze than six months on interest or

Frincipal of any loan to the couvntry

under the FAA? (b) Has the country been

in defzult for more than one year on

interest or Principal on any U.S. loan

urcer 2 program for which the FY 198%
Appropriations Act appropriates funds? No

IAKL Sec. €20(g). 1If contenplated
assistance is development loan or to cone
from Econonic Support Fund, hag the
Afninistrator taken into account the
rercentage of the country's budget ang
amount of the country's foreign exchange
©r other resources spent on nilitary
equipnent? (Reference nay be made to the
annual "Taking Into Consideration* neno:
"Yes, taken into account by the
Adrninistrator at time of approval of
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RGency OY3.* This approval by the Yes, taken into account
Acrinistrator of the Operstione) Year by the Administrator at
Budget can be the basic for ap time of approval of

8ffirmative answer during the fiscal year Agency OYB.
uUnless significant changes in
circurstances occur.)

AR Sec. €20(t). Has the country severed
diplocatic relationg vith the United

States? 1f go, have relations been

resuned and have new bilateral assistance
8greerents been negotiated and entered

into since such resunption? No

LR Sec. 620(u). What §s the paynent

status of the country's U.N.

obligations? 1f the country $s in Not in arrears
8rrears, vere such drrearages taken into

account by the A.3.D. Adrinistrator in

deterriring the current A.1.D.

Operational Year Budget? (Reference may

be rsle to the “Taking into

Coneiderstion” memo.)

FRL Sec. 620X. Has the President

Ceterrnined that the tecipient country

§ranis sanctvary from prosecution to any
inéividval or group which has cornitted

25 &ct of international terrorien or

othervise gsupports international

terrorisr? : No

YY 1SE9 Arpropriastions Act Sec. 5€8. Has

the country been placed on the list

provided for in Section 6(J)of the

Export Adrinistration Act of 1979

(currently Libya, Iran, South Yenen,

Syria, Ccuba, or North Korea)? No

1SDCh _of 1985 Sec. £52(b . Has the

Secretary of State determined that the
country is a high terrorist threat

country after the Secretary of

Transportation has édeternined, pursuant

to section 1115(¢)(2) of the Federal

Aviation Act of 1958, that an airport in

the country does not raintain and

sdninister effective security measuzes? No
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AR Sec. €€¢(b « Doeg the country
object, on the basis of race, religior,
national origin or sex, to the presence
of any officer OI enployee of the U.S.
is present ip such country to carry
Outl econonic developrent PIograms undez

?

enrichment or Ieprocessing ‘equipnent,
materials, or technology, without

Has it transferred a nuclear
extlesive device to & non-nuclear weapon
Et&te, or if guch a state, either
received or detorated a nuclear explosive
cdevice? (FAA Sec. 620E permits a special
vaiver of Sec. €69 for Pakistan.)

rh Sec. €70. 1f the country is a
lich-nuclesr weapon state, has it. on or
8fter huguset 8, 19es, exported (or
adtterzted to export) illegally fron the
United States 2ny material, equiprent, or
technology which would contribpute
signiticantly 10 the ability of a country
10 mzncfacture a nuclear exrlosive device?

JEDCA of 19¢) See. 720. Was the country
I€rresented at the Meeting of Ministers
of Foreign Affairs ang Heads .of
Delegations of the Non-Aligned Countries
to the 36th General Assendly of the U.N.
OL Sept. 25 and 28, 1981, and éid it faiy
to Cisassociate itgelf fron the
connmunique igsved? 1¢ 50, h2s the
President taken it into account?
(Reference may be made to the *Taking
into Consideration® memo.)

FY 19€9 Appropristions Act Serc. $27. Hasg
the recipient country been determined by
the President to have engaged in a
consistent pattern of opposition to the
foreign policy of the United States?

No

Yes, Chad appears to ha
been present and has nof
entered a written or or:
reservaiion.

Yes, it was taken into
account by the Administr
at time of approval of
Agency OYB.

51
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Y 1989 kppropriat ons Act Sec. 513. Has
the duly elected Head of Government of
the country beep éeposed by military coup
or fecree? 1If assistance has been
terninated, has the President notifiea
Congress that a democratically elected
governnent has taken office prior to the
fesunption ot assistance?

Y 1989 Xppropriations Rct Sec. 540.
Does the Iecipient country fully

Cooperote with the international refugee .

8tcistance organizations, the Unites
States, and other goverinments in
facilitating lasting solutions to refugee
sitvations, including Iesettlement
witheut Iespect to race, sex, religion,
or rational origin?

N/A

Yes:

%%
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B. FULINS SOURCE CRITEEIA FOR COW,rn;.
ELIGIEIL)ITY

Eaa_gggé_llg. Has the Department of
State detercineq that this government has:
engaged in a consistent pattern of ¢ross
violations of internationally recognized
hunan rightg? 1f s0, can it be
denonstrated that conternplated asgistance
will Girectly benefit the needy?

Y 1SE9 Appre riations Act sec. 536,
Eas the President certified that uce of
DA funis by this country would violate
any of the Prohibitions againcst use of

a2bortions &8s a methog of family planning,
0 notivate or coerce 2ny person to
Fzsectice abortions, to Pay for the
‘Perfornance of involuntary sterilization
85 a rnethod of famiiy Plarning, to coerce
©I provide any financial incen;ive to any
PEISOn to underge sterilizations, to pay
for any biomedics) research which
relates, in whole or in part, to methods
c{. or the perforrance of, abortions or
invcluntaty sterilizatien as'a neans of
fornily Planning?

2. ceneric Support Yuna Count Criteria

LA Sec. 502B. Has it been determined
that the country has engaged in a
consistent pattern of Qross violations of
internationally recognized hugman rights?
1f so, has the President found that the
country made such significant improvenment
{p its human tights record that
furnishing such essistance 45 in the V.8,
national interest?

FY 1989 2ppropriations Act Sec. $78(4).
Has this country ret its drug eradication
targets or otherwise taken significant
steps to halt §1licit drug production or
tratficking?

N/A
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3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

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

CROSS REFERENCES: 1s COUNThY CHECKL1ST UP TO
DATE? HAS STANDARD 1TEM
CHECKLIST BEEN REV.EWED?

ANNEX B.2.

Yes.

Completed by AID/W.

A GENERAL CRITERIA FOR NONPROJECT ASS1STANCE"
e =nsanndn TN NOWYROJECT ASS1STAN(

"l. FY 1989 Appropriations Act Sec. 523;
FAA Sec. 634A. Describe how
authorization and appropriations
committees of Senate and House have

-been or will be notified oncerning
the project. :
2. FAR Sec. 611(a)(2). I1f further

legislative action is required within
recipient country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of the
assistanre?

3. ERA Sec. 209. 1s assistance more

efficiently anad effectively providea
through regional or multilateral
organizations? 1If so, why is aseistance
not so provided? 1Information and
conclusions on whether aseistance will
encourage developing countries to
cooperate in regional developnent
prograns., .

The prorgram was
presented to the
Congress in the 1989
congressional
Presentation.

No legislativé action
wWithin chad is -
required,

Not applicable to this
budgetary support
program, -

WAL
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‘AR Sec. 601(a). Information and
conclusions on whether assistance will
éncourage efforts of the country to:

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

(d) discourage monopolistic practices:
(e) improve technical efficiency of
industry, agriculture, ana connerce; and
(f) strengthen free labor unions.

FAA Sec. 601(b). Information and
conclusions on how assistance will
éncourage U.S. private trade and
investment abroad ana encourage private
U.S. participation in foreign assistance
Programs (including use of private trade

channels and the services of U.S. private

enterprise).

FAA Secs. 612(b), 636(h); FY 1989
Appropriations Act Secs. 507, 509.

Describe steps taken to assure that, to
the maximum extent possible, foreign

currencies owned by-the U.S. are utilized

in lieu of dollars to meet the cost of
contractual and other services.

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

FARA Sec. 60l(e). Will the assistance

utilize competitive selection procedures
for the awarding of contracts, except
where applicable procurement rules allow
otherwise?

AR Sec. 121(4). 1f assistance is being
furnished under the Sahel Developnent
Proyram, has a determination been made
that the host government hag an adeguate

Eysten for accounting for and controlling

receipt and expenditure of A.I.D. funds?

FY 1989 Appropriations Act. Wil)

assistance be designed so that the
percentage of wonen participants will be
denmonstrably increased?

Government of Chad
efforts to improve it
credit worthiness ant
standing with the v
international lendin¢
community should
eventually contribute
to increased
international trade.

Not applicable to thj
budgetary support
program, except t»
extent that comp. .er
services contract wi)
be awarded to U.,S.
company.

Virtually all program
expenses will be paid
from the cash transfe
not from U.S.-owned
currency.

No.

Not applicable to thi

‘budgetary support

program to be used to
pay civil service
salaries,

N/A. ESF funded,

Conditionality will
lead to data allowing
determination in this
area,

el
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'p; FUNDING CRITERIA FOR_NONPROJECT ASS ISTANCE

Nonproject Criteria for Econonie Support:
Fund :

a. FAR Sec. 531(a). Will this
assistance promote economic and political
stability? To the maximum extent
feasible, is thig assistance consistent
with the policy directions, purposes, and
pPrograms of Part 1 of the FAA?

1.

b. FAA Sec. 531(e). Will assistance
under this chapter be used for military
or paramilitary activitiesg?

c. FAA Sec. 531(4). Will ESF funds made

available for commodity import Programs
or other program assistance be used to
generate local currencies? 1If g0, will
at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAR sections 103 through 1067

d. FAR Sec. 609. 1If conmodities are to
be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

e. FY 1989 Appropriations Act. 1If
assistance is in the form of a cash
transfer: (a) are all such cash
payments to be maintained by the country
in a separate account ang not to be
conmingled with any other funds? (b)
will all local currences that may be
generated with funds provided as a cash
transfer to guch a country also be
deposited in a sp--ial account to be used
in accordance with AR Section 609 (which
requires such local currencies to be made
available to the U.S. governnent ag the
U.S. determines necessary for the
requirements of the U.S. Government, and
which requires the remainder to be used
for programs agreed to by the U.S.
Government to carry out the purposes for
which new funds authorized by the FAA

Yes.

No. Military or
paramilitary uses are
prohibited.

Not applicable to this
budgetary support
program.

Not applicable to this
budgetary support
program,

Assistance is §8
million. (a) Funds
will be deposited in a
special account and not
commingled,

(b) CFA francs will be
deposited into a
special account for
purposes agreed to by
AID.

le S~
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would themselves be avajlable)? (c) Has
Congress received prior notification
providing in detail how the funds will oe
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economi: policy ruforms
that will be promoted by the cash
transfer assistance?

uongggjgc; Criterija for peve;opmegt
Assistance

ssistance

a. FAA Secs. 102(a), 1311, 113, <81 (a).
Extent tc which activity will (a)
effectively involve the poor in
developnment, by expanding access to
economy at local level, increasing
labor-intensive production and the use of
appropriate technology, spreading '
investment out from cities to small towns
and rural areas, and insuring wide
participation of the poor in the benefits
¢f development on a sustained basis,
using the appropriate U.S. institutions:
(b) help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward
better life., and otherwise encourage
democratic private and local governmental
institutions: (c) support the self-help
efforts of developing countries; (d)
promote the participation of women in the
national economies of developing
countries and the improvement of women's
status; and (e) utilize and encourage
tegional cooperation by developing
countries?

(c)'Xes,;A

The program is designec
to assist with salary
payments to persons
working in economic
development oriented
ministries.



b. FAA Secs. 103, 103A, 104, 105, 106
120-21. 1Is assistance being made N/A.
available (include only applicable ”
paragraph which corresponds to source of

funds used; if more than one fund sousce

is used for assistance, include relevant
Paragraph for each fund source):

{3) [105) for education, publie A central focus of the
adninistration, or human resonrces program conditionality
development; if so, (a) extent to which is to help the country
activity strengthens nonformal develop proper civil

education, makes formal education more service procedures,
relevant, especially for rural families improve civil service

and urban poor, and strengthens efficiency and thereby
management capability of institutions improve implementation
enabling the poor to participate in of public and private

develorment: and (b) extent to which development activities,

-assistance provides advanced education and strengthen the
and training of people of developing skills of public
countries in such disciplines as are employees
required for planning ana - . *
implementation of public and private
development activities.

(5) [120-21) for the Sahelian region: (a) Activity has been
if s0, (a) extent to which.there ig designed to support
internaticnal coordination in Plarning economic assistance
and implementation: participation and programs sponsored by

support by African countries and other organizations i
organizations in determining such as the World BankJ
developnent priorities; and a the IMF, the African |
long-term, multidonor development plan Development Bank, the
which calls for equitable Government of France,

burden-sharing with other donors; (b) In particular, the
has a determination been made that the program complements
host government has an adequate systen Chad's Structural

for accounting for and controlling N
receipt and expenditure of projects Adjustrent Program.
funds (dollars or local currency (b) Yes

generated therefrom)?
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local currencies generated by the sale of
imports or foreign exchange by the
government of a country in Sub-Saharan
Africa from funds appropriated under
Sub-Saharan Africa. DA been deposited in
a. special account establighed by that
government, and are these local
currencies available only for use, in
accordance with an agreement with the
United States, for develeorment activitiesg
which are consistent with 2ae policy
directions of Section 102 of the FAAR anda
for necessary administrative requirements
of the U. S. Government?

C. FY 1989 Aprropriations Act. Have N/Afﬁ

d. FAA Sec. 107. 1s special emphasis Not applicable to this
Placed on use of appropriate technology budgetary‘Support.
(defined as relatively smaller, program., = = .
cost-saving, labor-using te hnologies

that are generally most appropriate for

the small farms, small businesses, and

small incomes of the poor)?

e. FAR Sec. 281(b). Describe extent to The program is designe«
which the activity recognizes the primarily to assist
Particular needs, desires, and capacities with salary payments t«
of the people of the country; utilizag persons working in

the country's intellectual resources to development ministries.
encourage institutional development: and

supports civic education and training in

g8kills required for effective

participation in governmental and

politvical processes essential to

self-guvernnment.

f.” FAA Sec. 101(a). Does the activity ves.

give reasonable promise of contributing
'to the development of economic resources,
or to the increase of productive
capacities and self-sustaining economic
growth? ‘
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ANNEX''C

'PROGRAM GRANT AGREEMENT
| “BETWEEN

THE REPUBLIC OF CHAD

("GRANTEE")

AND

THE, UNITED STATES OF AMERICA'

("bonor")
ACTING THROUGH THE
AGENCY FOR INTERNATIONAL
DEVELOPMENT
("a.1.D.")

FOR

BUDGETARY SUPPORT FOR DEVELOPMENT

MINISTRIES IV

A.I.D. PROJECT NO 677-0061

DATE:

" TRADUCTION ‘OFFICIEUSE

'ACCORD 'DE’SUBVENTION DE PROJET
 ENTRE

‘LA REPUBLIQUE DU TCHAD
" ("LE DONATAIRE")

ET

LES ETATS-UNIS D'AMERIQUE
("LE DONATEUR") .

REPRESENTES PAR

‘L!AGENCE POUR LE DEVELOPPEMENT

'NTERNATIONAL
("L'A.I.D.")

 POUR L'AIDE BUDGETAIRE
AUX MINISTERES PHASE 1V

PROJET AID No. 677-0061

7
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PROGRAM:GRANT AGREEMENT
'BETWEEN
'THE REPUBLIC OF CHAI
("THE GRANTEE")
AND

THE UNITED STATES OF AMERICA
ACTING THROUGH THE AGENCY FOR-
INTERNATIONAL DEVELOPMENT

("A.I.D.")
FOR

BUDGETARY SUPPORT FOR DEVELOPMENT
MINISTRIES 1V

PROJECT NO. 677-0061

ARTICLE 1: THE GRANT

The United States pursuant to the
Foreign Assistance Act of 1961, as
amended, agrees to grant the Grantee
under the terms of this Agreement
the local c.:rrency equivalent (CFA
francs) of not to exceed eight
million United States dollars
($8,000,000) (the "Grant") to
promote the economic and political
stability of Chad. 1It is planned
that the Grant will be made
available to the Grantee in two .
equal tranches upon the satisfaction
of the applicable conditions
precedent to disbursement.

ARTICLE 2: ESTABLISHMENT OF
SEPARATE ACCOUNTS

(A) The Grantee will establish
a special interest bearing

*ACCORD' DE SUBVENTION DE PROJET
ENTRE

LA REPUBLIQUE DU TCHAL
~ ("LE DONATAIRE")

ET
LES ETATS-UNIS D'AMERIQUE
o REPRESENTES PAR
L'AGENCE POUR LE DEVELOPPEMENT
INTERNATIONAL
("L'A.I.D.")
POUR LE PROJET

AIDE BUDGETAIRE AUX MINISTERES
PHASE IV

PROJET NO. 677-0061

ARTICLE 1 - LA SUBVENTION

.Dans le but de promouvoir 1a

stabilité &conomique et politique
en République du Tchad,
conformément & la loi d'Aide 3
1'Etranger de 1961, telle qu'elle
a été amendée, aux termes du
présent Accord, les Etats-Unis
d'Amérique conviennent d'cctroyer
au Donataire une somme en FCFA
équivalente & 8.000.000 (huit
millions) de dollars américains
("La Subvention"). 11 est prévu
que la Subvention sera octroyée
au Donataire en deux tranches
approximativement égales une fois
que ser~nt remplies les
conditions préalables aux
déboursements des fonds.

ARTICLE 2 - OUVERTURE DE COMPTES
SEPARES

(A) Le Donataire ouvrira un
compte porteur d'intéret dans
lequel sera déboursée 1a
Subvention (Compte de
Déboursement), L 'intérét percgu
sur ce compte sera également
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account into which the Grant
will be disbursed (Disbursement
Account). 1Interest earned on
this account will also be used
for budget support. Funds in
this account shall not be
commingled with any other funds.

(B) 1In addition, the Grantee
will establish a Special Account
in the Central Bank of Chad and
deposit therein currency of Chad
in amounts equal to the amount
disbursed into and interest
accrued on the account described
in (A) above (Disbursement
Account). Funds in the Special
Account may be used to defray
budget salary expenses and other
costs of the civilian ministries
listed in the Amplified Program
Description (Annex 1) only, and
for such other purposes as are
mutually agreed upon by A.I.D.
and the Grantee. Funds in the
Special Account shall not be
commingled with any other funds.

ARTICLE 3: CONDITIONS PRECEDENT TO

DISBURSEMENT

Section 3.1: First Disbursement

Prior to any disbursement under the
Grant, or to the issuance by A.I.D,
of documentation pursuant to which
disbursement will be made, the
Grantee will, except as the parties
may otherwise agree in writing,
furnish to A.I1.D., in form and
substance satisfactory to A.I.D.:

(A) A statement of the names
and titles of the persons who
will act as representatives of
the Grantee under Section 7.2.,

utilis& pour 1'aide budgétaire.
Les fonds dans ce compte ne

seront pas associés § tout autre
fonds.

(B) En plus, le Donataire
ouvrira un Compte Spécial auprés
de la Banque Cent.ale du Tchad et
Y déposera les montants en
monnaie locale équivalents au
montant déboursé et 3 1'intérét
accumulé dans le cadre du compte
ci-dessus défini en (A) (Compte
de Déboursement). Les fonds du
Compte Spécial peuvent &tre
utilisés pour couvrir les
dépenses budgétaires relatives
aux salaires et aux autres frais
de fonctionnement des Ministéres
énumérés dans 1la Description
Elargie du Programme (Annexe 1)
uniquement, et & d'autres fins
qui seront mutuellement convenues

.par 1'A.I.D. et le Donataire.

Les fonds dans ce compte ne
seront pas associés & tout autre
fonds.

ARTICLE 3 - CONDITIONS PREALABLES
AU VERSEMENT

Section 3.1: Premier Versement

Avant d'effectuer tout versement
au titre de 1a Subvention, ou
avant l'émission par 1'A.I.D. des
documents permettant ce

‘versement, le Donataire devra,

sauf disposition contraire des
parties convenue par écrit,
fournir & 1'A.1.D. les pidces
justificatives ci-aprés, qui
devront satisfaire 1'A.I.D. tant
dans la forme que dans le fonds:

(A) Une liste des noms et
titres des personnes qui
agiront en qualité 4.
représentants du Donataire
én vertu de la Section 7.2,
et un spécimen de 1la
signature de chaque personne
figurant sur ladite liste;
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together with a specimen .
signature of each person named
in such statement;

(B) A statement designating the
bank and account number of the
Disbursement Account required by
Article 2(A);

(C) A statement from the
Central Bank of Chad confirming
that the Special Account
required by Article 2(B) has
been opened in the name of the
Government of Chad and
specifying the number of the
account;

(D) The preliminary findings of
the Interministerial Commission,
created in 1988 to analyze all
available data on the Grantee's
civilian work force, along with
the Commission's recommendations
for improving the work force
effectiveness and a plan for
implementing those
recommendations;

(E) A request for short term
technical assistance (provided

at the expense of A.I.D. and not’

out of the Grant) to the _
Technical Sub-Commission of the
Interministerial Commission, to
assist in planning for improved
efficiency in the civil service,
including the development of
systems for the Grantee's use in
estimating the medium and long
term needs of its civil service;

(F) Evidence that the Grantee
has provided the Ministry of
Civil Service with the financial
and material resources necessary
for fulfillment of the

~(B) Un état indiquant 1la
raison sociale de 1la Banqu
et le num@ro du compte de
‘Déboursement, tel que
l'exige 1'Article 2(A);

(C) Une déclaration de 1a
Bangque Centrale du Tchad
confirmant que 1le Compte
Spécial, tel que l'exige
l'Article 2 (B), a &été
ouvert au nom du
Gouvernement de 1la
République du Tchad, et
précisant le numéro du
compte;

(D) Les constatations
préliminaires de 1la
Commission
Interministérielle créee en
1988 pour analyser toutes
les données disponibles
concernant les agents de
1'&tat donataire, en méme
temps que les
recommandations de la
Commission en vue
d'améliorer l'efficacité des
agents de 1'état et un plan
de mise en oeuvre de ces
recommandations.

(E) Une demande
d'Assistance Technique 3
court terme (octroyée aux
frais de 1'AID et en dehors
de la Subvention) en faveur
de la Sous-Commission
Technique de la Commission
Interministérielle, en vue
d'aider & planifier pour une
meilleure efficacité de 1la
fonction publique, y compris
1'@laboration de systémes 3
l'usage du Donataire pour
évaluer les besoins & moyen
et long termes de la
fonction publique.

(F) La preuve que le
Donataire a mis § 1la
disposition du Ministére de
la Fonction Publique les

&7
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responsibilities of said
Interministerial Commission; and

(G) An initial utilization plan
specifying th¢ ourpose,
estimated amoui:t and timing of
the proposed release of funds
from the Special Account by the
Grantee, to include a line item
which provides for adequate and
appropriate annual maintenance
of the facilities and equipment
of the rehabilitated computer
center of the Grantee's Ministry
of Finance and Data Processing.

Section 3.2: Subsequent
Disbursement

Prior to disbursement of the second
tranche under the Grant, or to the
issuance by A.I.D. of documentation
pursuant to which such disbursement
will be made, the Grantee will,
except as the parties may otherwise
agree in writing, furnish to A.1.D.,
in form and substance satisfactory
to 2.1.D.:

(A) A subsequent utilization
plan specifving the proposed
purpose, amount and timing of
payments from the Special
Account for a subsequent period
not to exceed three months;

(B) An interim utilization
report certified by the Minister
of Finance and Data Processing
and the Secretary of General
Inspection and State Control
setting forth the actual use of
first tranche funds from the
Special Account; and

(C) Evidence that the Grantee
has outlined a plan for the

ressources nécessaires &
l'acquittement des
responsabilités de ladite
Commission Interministérielle.

(G) Un plan d'utilisation
initial des fonds précisant
l'objet, le montant estimatif
et les dates pour le
déblocage des frnds du Compte
Spécial envisagé par le
Donataire, devant inclure un
poste budgétaire qui prévoie
une maintenance annuclle
suffisante et appropriée des
instal’lations et équipements
du centre informatique
réhabilité au Ministére des
Finances et de 1'Informatique
du Donataire,.

Section 3.2: Versement Subséquent

Avant le versement de la deuxiéme
tranche au titre de 1la
Subvention, ou avant 1'émission
par 1'A.I.D. de documents en
vertu desquels s'effectuera le
versement, le Donataire devra,
sauf disposition contraire des
parties convenue par écrit,
fournir & 1'A.1.D. les piéces
justificatives ci-aprés, que
celle-ci trouvera satisfaisantes
tant dans la forme que dans le
fond:

(A) Un plan d'utilisation
des fonds ultérieurs,
précisant 1'objet, le montant
et les dates de paiement
envisagés pour les fonds
issus du Compte Spécial pour
une periode subséquente
n'excédant pas trois mois;

(B) Un rapport d'utilisation
intérimaire certifié par le
Ministre des Finances et de
l'Informatique et par le
Ministére Délégué 3 1la
Présidence de la République
Chargé de 1'Inspection
t3Snérale et du Contrdle
d'Etat portant sur 1'usage
effectif de la premiére
tranche de fonds tirée du 7@)
Compte Spécial; et
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development of an overall
training program for the civil
service, to include development
and expanded use of the National
Public Administration School.
Section 3.3: Notification
When A.I.D. has determined that the
conditions specified in Sections 3.
and 3.2 have been met, it will
promptly netify the Grantee,

Section 3.4: Terminal Date for
Conditions Precedent

If all the conditions specified in
Section 3.1 have not been met within
30 days from the date of this
Agreement, or such later date as
agreed upon by the parties in
writing, A.I.D., at its option, may
terminate this Agreement by written
notice to the Grantee.

ARTICLE 4: DISBURSEMENT

Section 4.,1: Disbursement of the
Grant

After satisfaction of the condition:
precedent, the Grantee may request
A.I.D. to disburse funds under the
Grant. After review and approval of
the documentation submitted by the
Grantee, A.I.D. will deposit the
funds in the Disbursement Account.
Section 4.2: Date of Disbursement
Disbursement of funds by A.I.D. will
be deemed to nccur on the date
A.I.D. deposits the funds in
accordance with Section 4.1.

Section 4.3: Exchange Rate

(C) La preuve que le
Donataire a dressé 1le canevas
d'un plan pour 1'@laboration
d'un programme de formation
global pour la fonction
publique, en vue d'y inclure
le développement et un vaste
recours & 1'Ecole Nationale
d'Administration et de
Magistrature.

‘Section 3,3: Notification

Quand 1'A.I.D. aura é&tabli que
les conditions spécifiées dans
les Sections 3.1 et 3,2 auront
été remplies, elle le notifiera
sans tarder au Donataire.

Section 3.4: Date Limite pour
les Conditions Préalables

Si toutes les conditions
spécifiées dans la Section 3.1.
n'ont pas été& remplies dans un
délai de 30 jours 3 compter de la
date du présent Accord, ou d'une
gate ultérieure conuvenue par
écrit entre les parties, 1'A.1.D.
peut, & son gré, résilier
1'Accord en le notifiant par
écrit au Donataire,

ARTICLE 4 ~ DEBOURSEMENT

Section 4.1: vVersement de la
Subvention

Aprés avoir satisfait aux
conditions préalables, 1le
Donataire peut demander §
1'A.I.D. de débloquer 1les fonds
au titre de la Subvention. Aprés
examen et approbation de 1la
documentation présentée par le
Donataire, 1'A.I.D. déposera les
fonds dans le Compte de
Déboursement.

Section 4.2: Date de Versement
La date de versement sera la date

de dépdt des fonds par 1'A.1.D.,
conformément 3 la Section 4,1,
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The rate of exchange that will be
used to compute the &aount of CFA
francs to be disbursed in each
tranche will be the actual rate at
which the U.S. Treasury procures the
CFA francs for that tranche.

ARTICLE 5: COVENANTS
Section 5.1: Completeness of 1‘
Information : ' :

The Grantee confirms:

(A) That the facts and
circumstances of which it has
informed A.I.D., or caused
A.I.D. to be informed, in the
course of reaching agreement
with A.I.D. on this Grant, are
accurate and complete, and
include all facts and
circumstances that might

materially affect this Grant and ’;

the discharge of
zesponsibilities under this
Agreement; and

(B) That it will inform A.I.D.
in timely fashion of any
subsequent facts and
circumstances that might

materially affect, or that it is

reasonable to believe might so
affect, the Grant or the
discharge of responsibilities
under this Grant.
Section 5.2: Books and Records
The Grantee shall maintain and cause
recipients of funds from the
Disbursement Account and the Special
Account to maintain, in accordance
with generally accepted accounting
principles and practices

‘Section 4.3: Taux de Change

'Lé'tauxhde change a utiliser pour

calculer le montant en francs
FCFA 8 virer pour chague tranche
sera le taux réel utilisé par le
Trésor des Etats-Unis pour se
procurer des francs CFA destinés
a cette tranche.

ARTICLE 5 -~ CLAUSES

Section 5.1: Fiabilité de. -

1'Information

Le Donataire confirme:

(A) Que les faits et
circonstances dont il a
informé ou a fait informer
1'A.I.D., avant d'arriver 3
un accord avec celle-ci sur
cette Subvention, sont
fiables et complets, et
comprennent tous les faits
et toutes les circonstances
qui pourraient avoir un
effet matériel sur la
présente Subvention et sur
l'acquittement des
obligations dans le cadre
du présent Accord; et

(B) Qu'il informera
1'A.I.D. en temps opportun
de tout fait ou de toute
circonstance ulcérieur(e)
qui pourrait avoir un effet
matériel, ou que 1l'on est
en droit de penser qu'il ou
elle aura un tel effet, sur
la Subvention ou
l'acquittement des
obligations dans le cadre
du présent Accord.

Section 5.2: Livres Comptables

et Documents

Le Donataire devra tenir et faire
“enir par les bénéficiaires des
‘onds du Compte de Déboursement
't du Compte Spécial, conformément

X
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consistently applied, books and ,
records relating to the Disbursement
Account and the Special Account.

The Grantee shall grant or cause
such recipients to grant to A.I.D.
or any of its authorized
representatives the right to inspect
such books and records at all times
as A.I.D. may reasonably require,
Such books and records shall be
maintained for three years after the
date of last disbursement by A.I.D.
under the Grant.

Section 5.3: Refunds

In the case of any release of funds
under the Disbursement Account or
the Special Account which is not
supported by valid documentation in
accordance with this Agreement, or
which is not made or used in
accordance with this Agreement,
A.I.D., notwithstanding the
availability or exercise of any
other remedies under this Agreement,
may require the Grantee to refund
the amount of such funds to the
Disbursement Account or the Special
Account within ninety (90) days
after receipt of a request therefor.
Section 5.4: Special Covenants
(A) The Acreement and the
Special Account will be free
from any taxation, duties or
fees imposed under the laws in
effect in Chad.

(B) The Special Account will
not be used to finance luxury
goods, abortion equipment,
gambling or weather modification
egquipment or military,
paramilitary or police
requirements of any kind,

aux principes de comptabilité
généralement admis et aux
pratiques concr@tement appliquées,
tous les livres comptables et
documents ayant trait au Compte
de Déboursement et au Compte
Spécial. Le Donataire devra
accorder ou faire accorder par
ces bénéficiaires, & 1'A.I.D. ou
d tout représentant légal, 1le
droit de consulter ces livres et
documents chaque fois que

1'A.I.D. le demandera & juste
titre. Ces livres et documents
devront 8tre tenus pendant trois
ans aprés la date du dernier
versement par 1'A.I.D. des fonds
alloués au titre de la Subvention.
Section 5.3: Remboursements
Lorsqu'un déblocage de fonds 3
partir du Compte de Déboursement
ou du Compte Spécial n'est pas
justifi& par une documentation
valide conformément au présent
accord, ou lorsqu'il est
effectué, ou que les fonds sont
utilisés, contrairement §
l'accord, 1'A.1.D. peut,
nonobstant la validité ou
l'exercice de tout autre recours
dans le cadre du présent Accord,
solliciter du Dorataire 1le
remboursement de ces fonds au
Compte de Déboursement ou au
Compte Spécial dans un délai de
quatre vingt-dix jours (90) jours
aprés réception d'un requéte a
cet effet,

Clauses
Particuliéres

Section 5.4:

(A) L'Accord et le Compte
Spécial seront exempts de
droits et taxes imposés
dans le cadre de la
législation tchadienne en
vigqueur,

(B) Le Compte Spé&cial ne

sera pas utilisé pour le
€f==acement de biens de

¥
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including the procurement of
commodities or services to be
used by the military or police,
or to pay principal or interest
on loans to the military or
police,

(C) Except as the parties may
otherwise agree in writing, not
later than three months
following the final disbursement
under the Grant, the Grantee
will furnish to A.I.D., in form
and substance satisfactory to
A.I.D., a final utilization
report certified by the Minister
of Finance and Data Processing
and the Minister Delegate at the
Fresidency of the Republic in
Charg2 of General Inspection and
State Control setting forth the
actual use of all funds released
from the Special Accoun:. The
final utilization report may ,
incorporate the substance of
interim utilization reports,
previously submitted to A.I.D.
under Section 3.2.

(D) The Grantee will provide
A.I.D. with copies of the
Operating and Investment Budgets
for 1989 and 1990, including any
recurrent cost studies of these
budgets and any studies of the
recurrent costs associated with
individual development projects,
as soon as these documents are
available,

(E) The Grantee will furnish to
A.I.D. such other reports and
information relating to the
Grant and the Special Account,
the Operating and Investment
Budgets of the Grantee, and the

noarfanrmanna Af tha NPrankanla

luxe, d'&quipements d'avortement,

.d'équipements de jeu ou

d'instrument de changement
mét&orologique, ou pour le
financement Ge besoins
militaires, para-militaires ou de
police, y compris l'acquisition
de biens ou de services devant
étre utilisés par 1'armée ou la
police, ou encore pour payer le
Principal ou les intér8ts de

préts accordés 3 1'armée nu 3 1la
police,

(C) sauf disposition contraire
des parties convenue par écrit
dans les trois mois suivant la
date du dernier versement au
titre de 1la Subvention, le
Donataire remcttra & 1'A.I.D. un
rapport final d'utilisation que

. celle-ci trouvera satisfaisant

tant dans la forme, que dans le
fond, certifié conforme par le
Ministre des Finances et de
l'Informatique et le Ministre
DEélégué 3 la Présidence de la
République Chargé de 1'Inspection
Générale et du Contr8ile d'Etat,
exposant l'emploi effectif de
tous les fonds déblogqués du
Compte Spécial. Le rapport final
d'utilisation peut englober
l'essentiel des rapports
d'utilisation intérimaires
préalablement présentés 3
%'A.I.D. au titre de la Section
o2,

(D) Le Donataire remettra 3
1'A.I.D. des copies des Budgets
de Fonctionnement et
d'Investissement pour 1989 et
1990, y compris les implications
de ces budgets en matiére de '
charges récurrentes, et de toute
€tude des charges récurrentes en
rapport avec ces projets de
développement, dés que ces
documents seront disponibles,

(E) Le Donataire remettra & f?ﬁ
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cbligations under this Agreement

as A.I.D. may reasonably reguest

ARTICLE 6: TERMINATION AND REMEDIES

Section 6,1: Termination

This Agreement may be terminated by
mutual agreement of the parties at
any time, Either party may
terminate this agreement by giving
the other party thirty (30) days
written notice. Termination of the
Agreement will terminate any
obligations of the parties with
repect to funds not yet disbursed
under the Grant but shall not affect
obligations of the parties with
respect to funds already disbursed
at the time of such termination.

Section 6.2: Suspension

I£f at any time:

(A) The Grantee shall fail to
comply with any provision of
this Agreer.. :t; or

(B) Any representation or
warranty made by or on behalf of
the Grantee with respect to
obtaining this Grant or made or
required to be made under this
Agreement is incorrect in any
material respect; or

(C) An event occurs that A.I.D.
determines to be an
extraordinary situation that
makes it improbable either that
the purposes of this Grant will
be attained or that the Grantee
will be able to perform its
obligations under this
Agreement; or

*1'A.I.D. tout autre rapport -
et informations relatifs 3 la
Subvention et au Compte
Spécial, aux Budgets de
Fonctionnement et
d'Investissement du
Donataire, et &
l'acquittement des
obligations du Donataire au
titre du présent Accord qui
lui seront & juste titre
demandés par 1'Aa.I.D..

ARTICLE 6 -~ RESILIATION ET RECOURS
Section 6.1: Résiliation

Le présent Accord peut &tre
résilié a tout moment par
consentement mutuel des parties.
Chaque partie peut résilier cet
Accord en donnant par écrit un
préavis de trente (30) jours &
l'autre partie. La résiliation
de cet Accord mettra fin 3 toutes
les obligations des parties en ce
qui concerne les fonds non encore
versés dans le cadre de la
Subvention, mais n'aura aucun
effet sur les obligations des
parties en ce concerne les fonds
déja débloqués & la date de 1la
résiliation.

Section 6.2: Suspension

Dans le cas oll, et ce & n'importe
quel moment:

(A) Le Donataire ne parvient
pas & se conformer & toute
disposition du présent
Accord; ou bien

(B) Toute représentation ou
garantie faite par le
Donataire, ou en son nom, en
ce qui concerne l'obtention
de la présente Subvention,
soit faite, soit exigée dans
le cadre de cet Accord, est
erronée du point de vue

matériel; ou 7«{



(D) Any disbursement by A.I.D.
would be in violation of the
legislation governing A.I.D.,

Then A.I.D. may suspend or cancel
this agreement.

Section 6.3: Cancellation by A.I.D.
If, within sixty (40) days from the
date of any suspension pursuant to
Section 6.2, the caus¢ or causes
thereof have not been corrected,
then A.I.D. may cancel any part of
this Grant that is not then
disbursed or irrevocably committed
to third parties.

Section 6.4: Non-waiver of Remedies
No delay in exercising or omitting
tc exercise, any right, power, or
remedy accruing to A.I.D. under this
Agreement will be construed as a
waiver of such rights, powers, or
remedies,.

ARTICLE 7: MISCELLANEOUS

Section 7.1: 1Implementation Letters
From time to time, for the
information and guidance of both
parties, A.I.D. will issue o
Implementation Letters describing
the procedures applicable to the
implementation of the Agreement.
Except as permitted by particular
provisions of this Agreement,
Implementation Letters will not be
used to amend or modify the text of

this Agreement,

(C) Il survient une
occurence que 1'A.1.D.
retient comme &tant une
situation exceptionnelle qui
rend improbable soit 1a
réalisation des objectifs du
pPrésent Accord soit 1la
capacité du Donataire 3
s'acquitter de ses
obligations dans le cadre du
pPrésent Accord; ou

(D) Tout versement de fonds
par 1'A.I1.D. serait en
violation de 1a législation
régissant 1'A.1.D.

L'A.I.D. est alors en droit de
Suspendre ou de résilier le
présent Accord.

Section 6.3: Résiliation par

.l'A.I.D.

8i, dans les soixante (60) jours
suivant la date de 1la résiliation
conformément & la Section 6.2, il
n'a pas été remédié § 1la (ou aux)
cause(s) de cette résiliation,
1'A.1.D. peut alors résilier
toute partie de cette Subvention
qui n'est pas versée ou
irrévocablement engagée envers de
tierces parties,

Section 6.4: Droit ge Recours
Aucun retard intervenu dans
l'exercice ou en omettant
d'excercer tout droit, pouvoir ou
recours revenant a 1'A.I.D. dans
le cadre de cette Suvention ne
sera interprété comme une
renonciation 3§ ces droits,
pouvoirs ou recours.

ARTICLE 7 - DIVERS

Section 7.1: Lettres d'Exécution
De temps en temps, & titre
d'information et d'orientation
des deux parties, 1'A.1.D.
adressera des Lettres d'Exécution
décrivant 1lesg procédures

//
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Section 7.2: Representatives

For all purposes relevant to this
Agreement, the Grantee will be
represented by the individual
holding or acting in the office of
Minister of Finance and Data
Processing, the Minister Delegate at
the Presidency of the Republic in
Charge of General Inspection and
State Control, and any other persons
designated by them, and A.I.D. will
be represented by the individual
holding or acting in the office of
A.I.D. Representative, Chad, each of
whom, by written notice, may
designate additional
representatives. The names of the
representatives of the Grantee, with
specimen signatures, will be
provided to A.I.D. in writing and
A.I.D. may rely upon any instrument
signed by such representatives in
implementation of this Agreement,
until receipt of written notice of
revocation.of their authority.
Section 7.3: Communications

Any notice, request, document or
other communication submitted by
either party to the other under this
Agreement will be in writing or by
telegram or cable, and will be
deemed duly given or sent when
delivered to such party at the
following address:

To the Grantee:
Mail/cable address:

Ministry of Finance and Data
Processing

P.O. Box 144

N'Djamena, Chad

(Telex 5257 KD)

applicables & 1'exécution du
présent Accord. Sauf
autorisation par les dispositior.
particuliéres du présent Accord,
les Lettres d'Exécution ne seront
pas utilisées pour amender ou
modirier le texte du présent
Accord.
Section 7.2: Représentants

Pour tout ce gqui concerne cet
Accord, le Donataire sera
représenté par la personne
titulaire ou intérimaire au poste
de Ministre des Finances et de
1'Informatique, Ministre Délégué
a la Présidence de la République
Chargé de 1'Inspection Générale
et du Contrdle d'Etat, et par
toute autre personne désignée par
eux a cet effet, et 1'A.I.D. sera

.représentée par la personne

titulaire ou intérimaire au poste
de Représentant de 1'A.I.D. au
Tchad; chacune des parties
susmentionnées peut désigner par
écrit des représentants
supplémentaires. Les noms des
représentants du Donataire, ainsi
que les spécimens de leurs
signatures, seront remis 3
1'A.I.D. qui peut accepter comme
dlment autorisé tout document
8igné par ces représentants dans
1'exécution du présent Accord, ce
jusqu'a réception d'une
notification écrite de révocation
de leur pouvoir.

Section 7.3: Communications
Toute notification, demande, tout
document ou toute autre @
communication présenté(e) par
1'ure 3 1'autre partie dans le
cadi.e de cet Accord sera fait(e)
par écrit par télégramme ou
cable, et sera concidéré(e) comme
effectivement donné(e) ou
envoyé(e) lorsque renis(e) & 1la
partie en question & 1'adresse
suivante:


http:revocation.of

;zzl.

Mail/cable addresé};;

A.I.D. Representativ
AoIcDo/Chad :
P.O. Box 413
N'Djamena, Chad
(Telex 5203 KD)

All such communications will be in
English or French unless the parties
otherwise agree in writing. Other
addresses may be substituted for the
above by either party upon giving of
notice to the other party.

Section 7.4: Public Information
The Grantee will give appropriate
publicity to the Grant as a program
of assistance to which the
Government of the United States of
America has contributed.

Section 7.5: Language of Agreement
This agreement is prepared in both
English and French. 1In the event of
ambiguity or conflict between the ‘
two versions, the English language
version will control.

'h@fbbﬁataire:
Ministére des Finances et de
1'Informatique o
B.P. 144

N'Djaména, Tchad
(Telex 5257-KD)

A 1'A.I.D.:

Adresse postale/télégképﬁique:

Représentant de 1'A,I.D.
B.P. 413

NDjaména, Tchad

(Telex 5204-XD)

Sauf disposition contraire des
parties convenues par écrit,
tovte ccmmunication sera faite er
anglais ou en fraagais. D'autres

‘adresses peuvent &tre données

pour substituer aux adresses
ci-dessus, et ce sur avis
préalable de 1'une i l'autre
partie.
Section 7.4: 1Information bublique
Le Donataire portera 3 la
connaissance du public la
Subvention en tant que programme
d'assistance auquel a contribué

le Gouvernement des Etats-Unis
d'Amérique,.

Section 7.5: Langue de 1'Accord

Le présent Accord est rédigé en
langues anglaise et francgaise,
En cas d'ambiquité ou de conflit
entre les deux versions, la
version anglaise fera foi.

A7
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IN WITNESS WHEREOF, the Grantee and EN TEMOIGNAGE DE QUOI, le

the United States of America, each . Donataire et les Etats-Unis
acting through its duly authorized d'Amérique, chacun agissant par
representative, have caused this 1'intermédiaire de ses

agreement to be signed in their représentants dOmenc autorisés,
names and delivered as of the day ont signé cet Accord en leurs °
and year first written above. noms et le font entrer en vigueur

d la date ci-dessus mentionnée.

FOR THE GOVERNMENT OF CHAD POUR LE GOUVERNEMENT DE LA
REPUBLIQUE DU TCHAD

- SOUMAILA MAHAMAT

Title: Ministre du Plan et de la Cooperation -

FOR THE GOVERNMENT OF THE UNITED STATES . POUR LE GOUVERNEMENT DES
OF AMERICA | ETATS-UNIS D'AMERIQUE

ROBERT L. PUGH

Title: Ambassador

BERRARD D. WILDER

Title: AID Representative



ANNEX 1
AMPLIFIED PROGRAM DESCRIPTION

The purpose of the $8,000,000
Budgetary Support to Development
Ministries IV program is to help the
Government of Chad finance its
projected budget deficit in 1989'by
paying salaries and othe; Qperat}ng
expenses of civilian adm1n;strat1ve
units and ministries. It is
understood that all salaries paid
under this program will be paid at
the level of at least 60 percent of
the stated salary. These units and
ministries are: the General
Secretariat of the Government;
National Consultative Council;
Planning and Cooperation;
Information and Orientation; General
Inspection and State Control; o
Finance and Data Processing; Civil
Service; Justice; Education;
Advanced Teaching and Scientific
Research; Public Health; Social
Affairs and Advancement of Women;
Labor, Employment and Profess;onql
Training; Food Security and Disaster
Victims; Agriculture; Livestock and
Pastoral Water Supply; Tourism and
Environmental Protection; Culture,
Youth and Sports; Commerce and ‘
Industry; Mines and EnergY:'Publlc
Works; Land, Urban and Housing :
Development; Post Office and
Telecommunications; and, Transport
and Civil Aviation.

This budgetary support will permit
the Government of Chad to traverse a
difficult period of economic and
financial adjustment without
endangering the basic operations and
services provided by the central
administraton. The program
cumplements the structural
adjustment program currently being

ANNEXE ]

DESCRIPTION ELARGIE DU PROGRAMME

L'aide budgétaire de 8.000.000%
accordée au programme d'Aide
Budgétaire aux Ministéres, Phase
IV a pour objectif d'aider 1le
Gouvernement de la République du
Tchad & financer ses déficits
budgétaires prévisionnels en 1989
én payant les salaires et autres
frais de fonctionnement des
Ministéres et unités
administratives civils. 11 est
entendu que tous les salaires
payés dans le cadre de ce
Programme seront de l'ordre d'au
moins 60 pour cent des salaires
indiqués. 1I1 s'agit des
Ministéres et unités énumérés
ci-aprés:

Le Secrétariat Gériéral du
Gouvernement; le Conseil National
Consultatif; le Ministére du Plan
et de la Coopération; le Ministére
de 1l'Information et de
1'Orientation Civique;
l'Inspection Générale et du
ContrGle d'Etat; le Ministére des
Finances et de 1'Informatique; 1la
Fonction Publique; 1la Justice;
1'Educaticn Nationale;
1'Enseignement Supérieur et de 1la
Recherche Scientifique; la Santé
Publique; les Affaires So-iales et
Promotion Féminine; le Travail,
Emploi et Formation
Professionnelle; la Sécurité
Alimentaire et Populations
Sinistrées; l'Agriculture;
1'Elevage et Hydraulique
Pastorale; le 'fourisme et
Environnement; la Culture,
Jeunesse et Sport; le Commerce et
Industrie; les Mines et Energie;
les Travaux Publics; 1'Aménagement
du Territoire, de 1'Urbanisme et
de l'Habitat; les Postes et
Télécommunications; et le
Transport et Aviation Civile.

Cette aide budgétaire permettra au
Gouvernement de 1la République du
Tchad de traverser une période 9
difficile d'ajustement économique
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implemented by the Government of
Chad with the approval and support
of the International Monetary Fund
and the World Bank. By ensuring
payment of civil service =alaries,
minimum operating expenses and the
acquisition of essential equipment,
the program supports the
administrative and fiscal stability
of the government. This is crucial
to revitalization of the domestic
economy.

The $8,000,000 will be made
available in two tranches of
$4,000,000. It is intended that
each tranche be fully disbursed by
the Government of Chad over a three
month period. Allowing a two month
period between disbursements to
confirm payments previously made,
the entire $8,000,000 should be
disbursed and accounted for within
ten (10) months after the signing of
this document. A professional
accounting firm will be engaged by
A.I.D. at the end of this period to
conduct an audit of the payments and
records.,

. PDM3:124

et financier sans mettre en danger

les activités et les services de
base fournis par l'administration
centrale,

Ce programme compléte le programme
d'ajustement structurel que met
actuellement en oeuvre le
Gouvernement de la République du
Tchad avec 1l'approbation et
1'appui du Fonds Monétaire
International et de la Banque
Mondiale. En assurant le
versement des salaires aux agents
de 1'état, le paiement des
dépenses de fonctionnement
minimales, et l'acquisition des
équipements essentiels, le
programme aide & la stabilité
administrative et fiscale du
pays. Ceci est capital pour la

" relance de 1'économie nationale.

Les 8.000.000 dollars seront
débloqués en deux tranches de
$4.000.000. 11 est prévu que
chaque tranche sera entiérement
dépensée par le Gouvernement de la -
République du Tchad sur une
période de trois mois. En
autorisant un intervalle de deux
mois entre les remboursements pour
confirmer les paiements
antérieurement effectués, on devra
verser, dépenser et justifier les
$8.000.000 dans leur intégralité,
dans les dix (10) mois qui suivent
la signature du présent document.
Une firme comptable
professionnelle sera engagée 3 la
fin de cette période pour
effectuer une vérification des
paiements et des documents
afférents.

WF/6770061.CR.50
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INITIAL ENVIRONMENTAL EXAMINATION
o .
'CATEGORICAL EXCLUSION

Project Country: Chad
Project Title: Support to Development Mamstries, IV 677-0061
Funding: FY (s) 1989 : s 8. p mill;on .

IEE Prepared by: Rnn' el, AFR/SWA

Environmental Action Recommended:

Positive Datermination
ilegative Determination

Cateqorical Exclusion:

This activity meets the criteria for Categorical Exclusion in accordance
with Section 216.2 (¢)

Sec. 216.2(c) (2) (vi) does not requ:.re an IEE’ where a cash transfer
to a national government is provided for budgetary support.

o~ e
Concurrence: Approved <>
Bureau Environmental Officer Disapproved
Bessie L. Boyd, AFR/TR/PRO Date

Clearance: GC/AFR: %% Dat. MQ J j
au Johnson //f _/
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SURJICT: CBAD -~ SUPPORT TO DIVTLOPhIhT MINISWRIES IV
€e7-¢PE1 =~ ECPR/PAIP

nk¥:

1. TFE AFRICE IURFAU ¥FXFCUTIVE COMMITTEE (ECFR) CEAIRED
Y 1IMCTHY BORn, WMET ON FEXEUARY 8, 1980 TO RFVITE
- SURJECT PAIP. FARTICIFATING IN THT REVIFW WIRE
 RFPRESENTATIVES FROM ATE/PT/SWAF, AFR/Svi, PFC/TA,
GC/ATK, STATE/AT/C AND TFE USAIL/CEAT KRIPRTSTAILTIVF.
AT TEE REVIEY¥, ¥OPR AFPROVYD TR2TF PLIF #ITE TFT 20-BITICHK
TEAT & SPECIAL PROJFCT COMMITTIE “ESTING FF TTLI 70
REEVIZ¥Y 1PE FROTOSED PROZRAF CONDITIONALITY. INT MITGING
v4S EILD ON FEXRVAFY 13 ANT RESULTMD IK TRCISIONS
_INDICATED IN TFARAGREFES G AND F BYLOv. TET HISS10f MAY
FROGCEEL WITB FAAL DUVELOFMENT, REVITV AND AUTYCRIZETICN
SUBJECT TO TEE GDIDAXCE GUILINED RELOW .

CREVIEY .

Ao ISSUEZ NO, 1: PROGRAM CCHDITIORALITY.
(1) NATURE OF TEE ISSUE: TRE FAIP, AS ORIGIKALLY

FLESERTED, ¥AS UNCLEAX IN ITS DISCUSSION RIGLRATING TiT
CONTITIONALITY LIaZLY TO PY ISTAELISVED UNDL® TTF
PLOGkAY, ALT=QUGS RETERFLC: vwAS VATL 70 THu (TID ¥LF
CONDITIONALITY REGARLIKG THF CPIIMIM ¢IZY CY Tt CIVIL
SELVICE AND TEE MIX CT S.ILLS VITHIR TH:y cQUirwiibN]
GVERALL AND WITHIN INDIVIDUAL MINISTFILS #h3
L:FARTVMEINTS., TRERY VAS L1.SO CCHSILXFATICM 07
CCNLITIONALITY RELATID T0 THX RLISTARLISEMILT OF 4
CCMFUTER C®RNTFR IN TFE MINISTRY OF TINAKCEF, SFICITIC
CONDITIONALITY, ACCORDINS TO THF PATP, VOULT ZAYY TO
AWAIT ANALYSES YCRTRCOMING FROV T28 INTIRMINISTRXIrL
COMMISSION SET UP RY PRISILFNTIAL D:CTEE TO IMPLEMEINI
IMFROVEMENTS IN PUFLIC ALMINISTRATION., A PRTLIMINARY
REPORT CF TEE NIWLY-APPOINTED TEC3INIC2L SULCOMMISSION ON
ITS FINDINGS AND RECOMMENDATIONS IS DUE BY NAY 19b8.

(2) TRY¥SOLUTION OF THBE ISSUF: THE ECPR CONCIUDED 'I"AT BESTAVA"‘ABLEDOCUMENT
FTVUTT. SFRUTAT REROPM WATILD FARTTLITETF TRF COUKTRY’ gj
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GrOWIR, SINCE AK EFFICIENTLY MAMNAGED PUBLIC SECTOR IS AN
IMTCRTART CORTRIEUTORY FACTCR TO A& CCUNTRY’S GROWTE END
DIVEIOPMENT. IT WAS FURTEER ACANOVLYIDGID TEAT THF WORLE
BANS AND IMF LOOSED TO A.1.D. TO PROVIDE LEZDERSHIP 1IN
IBIS AKFA; INDIFL, TEE WORLD BANK BAS CURTAILED OR
IROFYED CIVIL SERVICF REFORM ACTIVITIES IKN DEFERENCE 70
£.1.T.°S INVOLVEVMENT IN TEIS SECTOR. EQUALLY IMPORTANT
IS TEF GOC’S FAVORARLEL ACCEPTANCE OF A.I.D.’S ¥ORn 1IN
TIEIS ARFA, WEICE BAS NOT ONLY IED TEE GOC TO ORG,NIZF
ITSYLF TO IDENTIFY AND ADDRISS CIVIL SERVICE REFOR:I'S,
XUT IS EXPECTED TO LF¥AD TO RFQUFSTS FOR A.I.L. TO SUPPLY
TECSNICAL SYLP IN PREPARING POLICIES GOVEARNING THE SIZE,
TEAINING AND KFFICTENCY STANLARTS FOR TEE FNTIRE CIVIL
SEEVICE., WOVEVER, TEE FCPR DID DIR®CT TEAT ¢ POST-ECFR
PROJECT COMMITTFE BF CONVFNED TO PFVITW THF SPFCIFIC
TRCCRAM CONLITIONALITY INTRODUCED EY TRF MISSION
(NDJAMFRA €46) FOLLOWING THF SUBMISSION OF TEE FAIP.

SET FARAGRAPES G ANT B FOR TEF OUTCOME OF TEIS METTING.

. CONCERN NO. 1: MAGNITUDE CF AND FINANCING FOR TEE
GCC 1989 BULG:T DFFICIT.

(1) NATURE OF- TEE CONCERN: WRILE TFE PAIP ARGUES TEAT
TFE 19€9 BUDGET LEFICIT WILL NOT LILELY DEZCREASE 1IN
£CTUAL OR RFLLTIVF AMOUNTS FROM THE LEVFLS OF TEE PAST
IVO TEARS, THERE IS KO INDICATION IN THE PAIP OF TEE
FUDGET, TEF PFOJECTED BUDGET DEFICIT, NOR HOw THE
LFFICIT WILL F¥ FINANCED. TEIS IS PARTICULARLY
IMPCRTANT SINCF THE GOC BAS RECENTLY INCREASFD 7147%
SELARY SCALE ARL, ACCORDPING TO WORLB PANL SOUPCFS, IS
FLANKING TO SEIFT A LARGF NUMBER (1,200 WAS MENTIONED)

OF MILITARY PERSONNEL TO CIVIL SERVICF ROLLS.

(2) RXSOLUTIOK OF CONCERN: - THE MISSION SEOULD INCLUDE
£ BUTGET GAP ANALYSIS IN THE PAAD INDICATING PROJECTED
INCOME AND EXPINDITURE LEVFLS FOR 1969 AND SHOWING £S
FRECISELY AS POSSIFLF¥, TEF LEVEY. OF THE RFSULTING BUDGET
LEFICIT ARD THE SOURCES IDENTIFIED FOR FINANGING TBIS
LEFICIT. TEIS INFOPMATION SROULD k¥ TRANSMITTED 70
R.1.D./¥V PR10R TO PROGRAM ATPROVAL.

C. CONCERN NO. 2:¢ SATISFACTION OF PRIOK CONDITIOKALITY.

(1) NATURE OF THE CONCFRN: YFILE I™ APFLARS TFF GOC
EAS COMPLIED ¥113 TEE CONDITIONS PRECEDENT AND MOST OY
TEE COTINANTS UNDER FRFVIOUS CASH TRANSFER AGREEMENTS,
IT IS NOT CLEAR THAT THT GOC HAS PROVIDED A.I.D. ¥ITE
ENALYSES REGARLING TEE RICURRINT COST IMPLICATIONS OF
T2k 1988 AND 1989 BUDGETS., TEIS COVENANT VAS
ESTARLISEYD IN TRE FY-68 FROGRAM (SDM III, €77-¢£55) 10
1T
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AIDEC, ABIDJAN FOR REDSO

INCOURAGF THE GOC, PLRTICULARLY TPE FINANCE MINISTRY, TO
CONSIDEK TBE RICUBEINT COSTS ASSOCIATFD vwITH THE VAKfOUS
LEVILOPMERT PROJECTS SPONSCRED RY DCRORS LND CEADILN '

MINISTRIES.

(2) RESOLUTION O¥ CONCEPN: MISSION ETPRESENTATIVE

INDICATED TBAT THE WORLD :ANX FAD ASSISTED THE GOC IN
CAERTING OUT SUCHE ANALYSFTS AND OFFIRFD TO CAELF THIS

INFORMATICN TC 2.I1.D./V,
L. CONCERN NO. 3: TIMING AND KUMRFR OF PROPOSED
TEANCIES.

(1) NATULE OF CONCEEK: TEE PAIP VLS UNCLEAR AS 10 1EE

EATICNALE ¥OR TEX FROPOSFI TIMIKG OF THL TwO TRANCHES,

FARTICULALLY SINCE THE FIRST TRANCEE YOULD ELVE LFEN
DISBUESED BIFCRY THE INTIRMINISTERIAL COMMISSION’S (1C)
LEFGRT ON TEE CIVIL SERVICE REFORMS PAD EXEN COMPLETFD

(LUE IN MAY 10¢3).

(¢) WISOLUTICK OF CCNCERN: E¥CPR CONCURRED IN
RECCYMENDATION EFY TEX MISSION T0O RESCPEDULE THE FIRST
TEANCEE FOR MAY/JUXF AND TEE SECOND TRANCRE FOR .
SIFTEMPER/CCTOFER TOLLCYING RFCEIPT OF 1C’S FINAL REPORT.

t. CONCEREN NO. 4: NFFD FOE PROSKAM AUDIT.

(1) NATURF OF CONCERN: WRBILT TEE MISSION UTILIZES &N
INTCa¥AL SYSTEM FCR SPCT CRECKING SPLARY PAYMENTS MATE
v1re PROGRAM FUNDS, TIT LAST EXTERNAL AUDIT OF THE SDNM

FROGRLN BY Ax INDIFENDINT CPA FIR™ WAS UNDERTASEL IK
SIETIMEIEIR 1897, T®F PC YvaS CONCERNED TVAT AN EITERNAL
£UDIT 3L CARRIID OUT PEICR T AKY DISBURSEMENT UKDER TB¥

P¥OFOSYED PROGRAM,

RFSOLTTIOL OF CONCERN: MISSION AGREID TO
IIERATE TREIR ZCZEDULTD ATLIT TO ADDRESS TRIS CONCERK.

CONCEFN NO. 5. SIMFLIFYVING FUTUXKE DESIGN/SETVIEY

TZCCILUETS,
(1) UATUEF OT COKCF2Y: TOE ATEICA BURTAU FAS BEEN
1ISCUSSING THI NIIT FOR SIMFLIFYING ITS PROCFDURES FOR,
I1'1LE KL1A, DLVELOFING AND REVIEXING DESIGN " o

I3 L

[SCUMEIRTETION, SINCE TERIS ISF¥ FROGRA
¥ ZUREAU SHOULD BEGIK

CCRIINUE, TEZ FC FELT TEAT TE
TfEéTFTT’TIYS 10K STFEAMLINING TEY DESIGN PROCESS.,
. (<) RISOLUTIOK OF CONCERN: TEF LCPE COKCLUDED TEAT THE
Fi-199¢ PAIF SECULT SFT FORTH A THREE TO FIVFE-YEAR
FLOGSRAM AND TEAT TEE TECHNICAL ASSISTANCE PRCGRAMMED FOR

FI=-19€5 COULD ASSIST TEE MISSION AND GOC IN FLABORATING

# LCNGIR-TERM CIVIL SERVICF REFORM AGENDA. TEIS
AYFROACEH SEOULD PERMIT A GREATER DEGREE OF PLAKNING AND

CONSENSUS BUILLDING FOR ACHIEVING A MFANINGFUL PUBLIC

BEST AvAILABL DOCUMENT
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ATMINISTRATION REFORM PROGRAM, PROGRAM OBJFATIVES COULD
EF ESTABLISEED AS VELL AS INTERMEDITE BFENCEMARAS AND
1ARGETS RELATEL TO DISCPETE TEANCRES UNDER THY
FULTI-YFAR BULGET SUFPORT FROGRAM. TEE TARGEITS ARNYD
EENCEMAXLS SHOULD BE SET TO PEEMIT MSASURABLE YROGELSS
ON AN ANNUAL BASIS AND PROSRTSS REPORTS ¥OULD IY
EXPECTED AT LEAST ANKUALLY. TBIS ARRANZEENT WOULD
SIGNIFICANTLY KFDUCE EXCESSIVE DESIGN REQUIREMLNTS
CURRENTLY ASSOCIATED WITE TF1S PROGRAM AND ALLOV JEE

¥ ISSION INSTEAD TO FOCUS ON PROGRAM IMFLTMENTATION,
FARTICULARLY IN RELATION TC IMFROVEMENTS IN CIVIL
SEIAVICY QUALITY, RELEVANCY AND FFYICIFICY.

G. THE SPECILL FEBRUARY 13, 19R9 PEDJICT COMMITTEE
MEETING VAS COKVFNET TO RIVIFVY TET TROFCSFTL PRCGRAM
CCNDITIONLLITY S®ET FORTE IN NDJALMENA €4€, TARL 4. TIT
FISFONSES F¥LOx ARFE HEYFD T0 THY CONDITIONS LISTED
TEXREING

= TFIRST TRANCEE CONT'ITICNALITY:

(1) A.I.D./¥ AGREXS VITH TTF PECFOSED TIMING OF THF
¥IRST TFANCEZX; I.E. MAY/JUNT.

(2) UFGRALING TEE FY-8& COVERAMT, VFICE CALLS FOX A
RIPOET ON TRE IC’S PRELIMIVARY FINDILGS CONCIRNING CIVI:

SERVICE REFORMS, TO A CONDITION PRRCTDEXNT UNIFE TER
}Y-&¢ PPOGPAM IS APPROPRIATE. :

() ZTNSURING FINANCING UNDER THE® FROGDAM TOF TEF ,
INTF=MINISTIRIAL COMIISSION, ¥SICF VAS FSTRWLISETD TO
ITINTIFY AND IVMFLEMENT NYFIFD CIVIL SPRVICF RFFQEMS, IS
AFPFOPRIATE,

(4) TBT TRIRD AKD FINAL CF TO TIRST TR4NCEZ
TISBURSEMENT CALLS FOR THE TEVFZLOPMERT AKD INITILZI TRIAL
CF & REGULARIZID SYSTEM FOE COMPARING EXISTING SnILLS I
TEE CIVIL SIRVICE TO AN ESTIMATE OF MEDITM-TTRM
GOVEFNMENT NEEDS. TRE PEQOJFCT COMMITTFE CONCLUDEL 9HAT
TFIS CF MIGET }E DIFFICOULT TO MEET. TFUS, ™Ft MISSION
SROULT CONSIDER (1) MOVING UP TH® START DASE TOF 1EF
FTPOPOSED PLSS FUNLED TA TO ASSIST TAT I5 IN SESISYTING
TEIS CONDITION; AKD (2) MOVING TRIS CP TRCY, THF FIFST 70
31
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1ET SFCOND TRKZZE, IF NFCESSARY.

(£) ASSURING FROGRAM FUNDING FOR MAINTAINING 98
MINISTRY OF FINANCE COMPUTF¥R CENTER IS APFROFRIATE,
CCNSIDERING TH* CENTYR’S DA&TA INPUT 40 CIVIL SERVICE .
FIFOFEM ACTIVITIIS, e

== SLCOND TRANCHEE CONDITICNARLITY: :
(1) A.I1.D./% PGX¥ES WITR THE PROPOSED TIVMING OF THY
SLCOND TRAKCEE; I.E., SEPTHMBER/OCTOBER.

(2) 9TBE REQDIFEMENT FOR GOC ACCFPTANCY OF TECBNICAL
ASSISTANCE 1S APPROFRIATE. WOw¥VER, £S MENTIOKED EEOVE,
MISSION MAY waANT TO MOVE TEIS CF ¥ORVARD TO THT FIEST
IRANCEE IN ORDER TO SECUEF BYXLF INM SATISFYING OTPXE
CONDITIONS PRECEDINT AND ESTAELISEIN: TE: LONGPR-TERM
CIVIL SERVICF FLFORM ACERDL, MOREOVER, GIVM: TEE
IONGES-TERM HORYZON NOY CONTEMFLATEI FOR AID ASS1STANCE
IN TEE CIVIL SIEVICE AREA, MISSION SEQULD GIVI STRIOUS
CONSIDFRATION TO TBE REQUIREMERTS FOR LONG-TFEM PUBLIC
LEDMINISTRATION T8,

(2) TBE CONDITION CALLING FOR TPRT GOC TO OUTILINT A FIRN
FCR THE DEVELOPMENT OF AN IN-SLRVICT TR4INING PROGRAM
YOR T3E CIVIL SERVICE IS ACCEPTABLF. AID/v UNDERSTANDS
TLAT TEE MISSICN INTENDS TC USE TA PROVIDED UNDER TRV
RESIONAL BUMAKN R¥SOURCES DFVELOPMENT ASSISTENNE PROJECT
(EYE-P4€3) TO EELF TEE GOC TEVELOP FLANS I0R T=F
ETPLYDED USF OT THE NATICNAL PUBLIC ADMINISTRATION
SCL00L.

He FINALLY, LS PART OF TRE GKANT AGRY¥FMENT’S PEOGPLL.
IESCRIFTION, TEE MISSION IS REQU¥STED T0O EXPLICITLY
LISCUSS THE ROLE GF TEE CIVIL STRVICE REFOEM PROGELM
VITELIN TEE BROADER MACROECONOMIC POLICY REFCRM PROGEAIM
SUXFORTED BY T3E YORID BANA ALND THFE IMF.

1. TFII. AID/V WILL PREPARE EKD TRANSMIT AN IXE FOR
NCLUSION IN TEE PAAD END FYI. BAnER ,

1T
£2112
ARND
 ‘;W;usc1Ass1rI;D;,: o » STLTE 959113/¢$~_v
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TAGS: EFAIT, CT

SUZJICT: * CHAD CINTFAL chzvNM;hT RIC“RFENT BUuG;T ron
19€¢

“DJ FILE CCIE: ZXECF 2

1, SUMMARY. TEI GOVEIRKNMEINT OF CHAD (GCC) COMPLETED AN
AFFRCVYID THY RECURERTNT PORTION OF ITS 168° EUIGELT ON
LZCIvPIF 22, TRIN REVITWID &ND APPROVID THE INVEISTMENT
SULGET ON JANUARY 2@. THL GCC FISCAL YEAR CPINCILES
V1TR TEE CALENDAR Y¥AR. TFF RECURRENT ZULGET TOCUMENTS
KERE PRINTEL ANT TISTRIFUTFI DURING FZBRUARY. PRINTIKG
ANT TISTRIRUTION OF TEE INVESTMINT DPUDGIT EAS RIIN
TELAYED AND YILL EF TOFIC OF SEFTFL. RICURRENT ZUDGET
DXPINDITURES FCh 1835 ARL MARXED EY / 57 PERCINT
INCREASE CVIR IET 1988 LIVEL, IN CONTRAST TO AN EVERAGE
AWNNUGAL INCRIASE OF & PERCINT OVER TEE PAST FIVZI YIARS.
DC"I‘ IC REVINUFS AnI TO INCREASE 34 PEHCINT, FORCING
Ttz FROJICTED TEFICIT TO MORE THAN DOUEBLE TEA? OF 1SEE.
DONCE PULGETARY SUPPORT WILL CCVER 64 PFTRCENT OF THAT
TRFICIT, WITE # REMAINING ESTIMRTED FINANCING GAF OF
5,575 MILLION (FAF, ZQUIVALENT TO 2-3 PIRCENT OF
PROJZCTED GIP.

<. TRE RICURRINT ZUDGET 2IWMRINS RELkTIVELY LLRGE
VIS-£-V)S TEE CASE PCRTICN OF CEAL’S TCONOMY: IT 1S
FCUIVALIENT 70 ONE-TFIRI CF MONIY SUPPLY, AND € TC 1@
PLECENT OF GROSS DTOMESTIC PRODUCT. 1IRIS RILATIVE
IVPCRTANCE OF TFY IUZGET IS ONIL OF TWC FACUWULTS
AESPCNSIPLE ¥OR TEF LARGE RATE OF INCRIASE FOR 1CE£€.

AL G0C, CON VORLD IANX RICOMMENLATION, WILL USE TEE
SULCIT TO INCRFASE OVIRALIL LIMAND IN TFI ECONCMY TZROUGE
£ ONE TINE FIVi-FOID INCREASE IN IXPINLITURES TOR EF£S1C
CFFICE EQUIPMINT AND SUTFLIES FOK EIGET
I¥VIIOPMINT-ORTENTED MINISTRIES. TBX SICOND XYACTOR IS
Tt GOC DECISION TC PAY SIGNIFICANTLY KIGHER SALERIIS TO
PVERY LYVEL OF TEEX CIVIL STRVICE, RISULTING IN AN
INCREZSE OF 23S PIRCINT FCPR THIS EUDGET CATESORY.
TETCRLTICALLY THESEF TWC COMBINED INCREASES—TOR
MRIYRTIALS END FOR SALARIEIS~-SEOULD ADD WOTICEAELY TO GOO
AESCRPTIVY CrPACITY TO INMPLEMENT GOVERNMEINT SERVICES 401D
TEEL THVELSTMENT PUDGET TARGZTS. IN REALITY THE LARSI
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SINUITANEOUS INCRELSES MAXE IT DIFFICULT FOR THI GOC 70
FALANCE T8F BULGET AND MAKE IT IMPOSSIRIT FOR TH: BUDGET

IEFICIT T0 REVAIN WITHIN TUE IMF STRUCTURAL ADJUSTMENT
ARRANGEMENT DEFICIT GUIDELINES. END SUMMARY.,

2. PULGET LEVELOPMENT PROCESS. TEE GOC FOLLOWS A
SPECITIC PRCCESS AND SCREDULE ¥OR FORMULATION OF THE
ANNUAL PUDGETS, TEE REC.ARENT SEPARATE FROV THE
INVESTMENT. TFE BUDGET DIRECTOR IN THE MINISTRY OF
FINANCE AND TATA PROCESSING (MOFDP) 1S FESPONSIELE FOF
INITIATING ANT OVERSTEING DRAFTING OF TBE RECURRENT
FULGET, WBILY TBF MINISTRY OF PLAN AND COOFERATION
(MCFC) DCIS TR} SAVME FOR TEF INVESTMINT BUDSYT. T2
rRCCESS COMMFINCES IN LATE-NMAY AND IS SCHREDULTD T0 END 1IN
FINAL APPROVEL AEOGT MII-NOVEMEER. ON THE KECURRZINT
SILE TEF 1ARGIST SFARF OF TEIS PERICD IS ALLOTTFL T0 TZE
IRATTING -PROCESS AT TKEL ITFLERTIRENT AND FINISTERIAL
LEVILS DURING JUNE TO AUGUST,

4. THE NIXT TpSL CF AMALGEMATING TEI TIVIRSE MINISTRY
AND LEPAETMENT LRAFT FUDGETS, ALONG ¥ITH TFE PEVELOPMENT
OF SUMMARIZATION TARLTS "N2 INITIAL COORDINATION OF
tIFINLITURE ANI FPIVENUE *ROJECTIONS, OCCURS DURING
SEFTIMBER AND OCTOEIR. DURING T3IS SAMEI PERIOD TE: MceC
IS _INVOLVED COMPILING TET IRVESTMENT 3UDGET E£STT ON
ACTUAL PRKCJECTS AND SPINTING PLANS OF TH® IONORS.
PREPARATION OF AN INVESTMEIGT BUDSET WES INITILTED 1N
1987, TREEEFORY, THE TASF RENMEINS £ RELETIVELY Wiy IXD
CEALLENGING IXIRCISE FOR TEE GOC. THE GOLL 1S T¢
INPECVE TEE PROCESS TO VEIRF TFE GOC VILL S:LICT £&T
COORLINATE SPICIFIC DONOR PRCJECTS TO FULFILL
FREVIOUSLY-TITEZMINFD GOC DITVELOPMENT TERGITS, EATEYR
TELN MERELY ECCEIPT AND COMFILY £ LISTING OF LONOR
TECISIONS. ALTECUGE TAF MCEC IS_RISPONSIPLIE FOE PUTTING
ICGXTHFR TFE INVESTMENT FUDSET, IMPLEMTITATION

- FONITORING AND CONTROL RESPCNSIBILITIES ARE SEERTD ViT¥
"MOFIP AFTIR CCMMINCIMENT OF TRE EULSY¥T YZAR.

5. TURING CCTORIR, VKIN THE INTERMIKISTERIAL FINANCIAL
COMMISSION COMMINCES ITS YORY, TEE RECURRTNT AND

INVESTMERT PULGITS COME 10GZTEER T0 PPOCIED TI20U33 TéI,
AFPRCVAL PRCCESS AS ONI PECTLGE. §0C ZUDGEITARY POLICITS
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ARE TREN PRECUGHET IKTO TYF PICTUEL TO KIFINE THE
INDIVITUAYL MINISTRY ANT IIPARTMFRT BUDGITS, AS YFLL AS
TEAT FOR INVFSTMENT. AT THIS STAGE OF IRE PKOCESS THE
ENNUAL FINANCIAL LAV IS ALSQ LEAFTED TO SET FORTH NIV
INT/OR MOTIFIED REVENUE GENERATION PROCEDURES, FINAL
REVIIY ANI APPRCVAL CF THT ENTIRE PULGET PACKAGE AT THE
FICEFST LYXVELS OF TEF GOC IS SCEXTULED FOR NOVEMBER.
YHEN TEEISE REVIEX AND APPROVAL ACTIVITIYS ARE EXTENDED,
£S TEEY WEPE IN PREPARINS THE 1935 EUDGET, TIERT APPEAR
TO FE NO NOTICEAELF CEANGE IN TEE PACE OF GOVERNMENT
ACTIVITY, RAT/ OF PROJECT IMPLIMENTATION, OR
AVAIIAEILITY OF FUNDS. TBE GOC FELIES UPON A QUGTE
CLRRYOVEIR UNQDOTE FIRICOD, WHICE COMMTiCES IV NOVEMEZR
ENL LEGRILY CONTINUZS UKNTIL THT NEW FULGET 1S
INSTITUTEL. TURING TEI CiRRTOVER PXRIOD TEE GOVEIRNMINT
CAN CHARGY EXPINDITURFS FGRINST EITHIR TAE PEIVIOUS OR
TEX UPCONMING ANNDEL ZULGET, AS APPROFRIAT:, :

c. TA2LE 1: CEAT - RECURRENT RUTLGET SUMMARY
(MILLIONS CURRINT CFAF; COMMITMENT BASIS)

TXPEINDITURES :

SALIRTIE 59,207 26,825
TQUIPNENT/STPFLIES 4,957 11,659
M SCELLANYOUS 1,376 1,66¢

TOTAL 25,614 £2,145
REVENUES : B |
TAX 16,255 21,353

NON-TBY, 2,205 3,307

TCTAL 18,460 24,670
TEFICIT - 7,154 15,475
TONOR ZULGET SUFPCET:

us o z,120 2,400

FRANCE 5,520 7,588
FINANCING GEP - 5,575

7. FACEO INFLUINCES MCLTING 1929 EULGIT FXPINLITURTS,
"VECRC LIVFL DISAGGRXGATION OF RECURRENT EXPENDITURES IN
TLRPIF 1 APPCRTIGNS CAJSE OF TRE LXCIFTIONALLY LARGE
OVILALL INCREASY BETWEEY FOTE THT SELARY AND LQUIPMINT
CLTIGORIFS, TEEI FOIMER UP 30 PEIRCENT ANT TEZ ZATIER 175
FERCENT. TEE VORLL EANL ECONONMIC RIVItW OF OCTOEER 1687
ENPEASIZET TAL LACK OF MONETART DEMAND IN 1EE CEADIZN
$CONOMY, PARTIALLY IN EVILEINCE EY TBE LCV LEVIL GF TEWER
FOF T3F VIIOCITY OF MONIY. Tsi BANK“S FINANCIAL
TTALRILITATION PROGRAM FOR 19ES ARD 198Z ATTEMPTS 10
INITIAT: 50MT CORKICTION T0 TRIS LACK OF DE“AND THROUGE
P30GILMMING FOR A SIGNIFIC/NT ONE=-TIME INCRIASE IN
SFENLING YJOR MATIRIALS FOR EIGET UEVELOPMLNT=-CRIZNTED
MINISTRIES., TZI BANK’S GOALS INCLUDE: AN INCRLASE I
PLEL TEMIKD (AND CALE AVAILABILITY) IN TYE LOCAL MARFZET
TOE A VARIETY OF SUPPLIES AND EQUIPMENT, WIVHODT
INPCSING AN EQUAL IONG TERM INGCREASE IN RECURRINT COSYS
IMPRCYED FLLANCE IN TSI EPPORTIONMERT OF EXPENDITORTS
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FEIVETN SALARY AND MATRERIALS TYXPEWSES; AN INCREASE IN
LEVEIOPMENT-ORIENTED EXPINDITURES; IMPEOVID VORZING
fACILITIES FOR SELZCTFL UNITS OF TME GOC; AND, WITH THF
INCEEASED RVAILAFILITY OF BASIC SUPPLIES YITEIN THE GOC
BY INMFLICATION AN INCREESID ABSORPTIVF CAFACITY ¥OR
JMPLEMENTING DEVELCPMENT FRCJECTS,

8. GIVEN CEAT’S TIPENLENCE ON IMPORTS FOR MOST
MANUFACTURED GOODS IT IS QUESTIONAELE THAT TEE BANY
FPPRCACH VILL MAXE ANY LASTING IMPACT ON THE 10CAL
tCONCMY. EVEN SO, AT LFAST ONI EFFECT IS IMMEDIATZLY
IVITINT: A MODIFICATICN OF RELATIVE IMPHASIS WITHIN THET
TUIGET AS SALARY INPENSES DECREASE FFOY 75 PERCLINT OF
TEX 1958 TOTAL TO €7 PEACENT IN 1689, AND EQUIFMENT
FCVES UP FROM 19 TC 22 FERCTNT., HOWEVER, TEF CURRENT
ZATA IKTICATL TEAT TBE GOC CANNOT AFFORT TO MAINTAIN
TH1S LiVFL OF SPENIING ¥YOR MATERIALS IN SUSSEGUINT

't ARS, THIPIFCRE VI SHCULDL EXPECT A TURN TOVAED TE: 1958
FATTERN OF EYFINTITURES.

8, THE NOTTCIABLF SELARY INCREASE FOR ALL CIVIL
SERVANTS, ANNOUNCETL LAST OCTOBER, VAS TO TALE EFFECT IN
JANUARY 126S. SUPSEIQUENT GOC COMMENTS INTICATE TEAT TH
PAY KAIS: EAS EEEN TILAYED ¥OR SOME, POSSIBLY MZANY
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IVPLCYEIS FOE SOME UNSFFCIFIED TIME, UNTIL THIIR
INTCIVIDUAI PERSONNEL FILES CAN BE UP DATED RY TFE
MINISTRY OF CIVIL S3ZRVICE. TEE SALARY INCREASE
INCOMPASEYS TVO ASFYCTS: MOVEMENT TO A NEV RIGHER PAY
SCHETULE TRAFTET IN 19€6, END ELEVATION OF ACTUAL
TAYMENTS TO 1¢€ PY¥rCINT CF THAT SCERIULE. ANALYEIS OF
TEL NE¥W FAY SCE¥TLULE INDICATES A RANCE OF IWNCREASIS FROM
TRE VMAYIMUM OF 67 PERCENT YOR TRE LOVWFST RANKIL CIVIL
SLRVANTS, TC A MINIMUM INCREASE CF 12 PYRCENT FCE TROSE
AT TEE M0ST SINIOR LEVELS OF CIVIL S:2VICr. 1T:I
PrCJECTET IKCEEXASE TO SALARY COSTS ¥ILL R 7,522 MILLIOW
CFAT rOR 1¢c9, VEICE MORE TEAN OFFSETS FROJTCTICNS OF
INCRTLSFT RIVINUIS IROM TAXY ANT FISCEL VEASURES,
L1TECUGH TRX SALARY INCEXASE REPARESINTS A RBURIZN WHICE

VIIL BT CNGOING OR TEX GCC BUIGEZT IT VAS A NATURAL
TLRG:T FOR CHINGL, ANT FIREAPS A NECISSITY. VITE ¥Z¥
IZCIPTIINE, CIVIL SIRVIC: SALARIES FAVZI PIid PAID AT 5
FERCENT OF A 19€7 FAY SCAIE SINCE TER GOVERWMINT FEGAN

FECCNSTITUTING ITSELF 1IN 18&2.

10. DISAGGFEGATION OF 2U2G:T EIPFHLDITUSES. GOC ,
RECURRENT ZIUDGET :XPFADITURIS ARE TLISAGGRIGALTID FIKST 37
MINISTEY ANT TEIPARIMINT BND SECONDLY, VITLIN EACE
FINISTRY, RY PERSONWEL SLIARY AND EQUIFMIVT/STPPLY
IXPINSES. TEL MACFO CBANGES TO THOSf CATEGORILS VIRE
tIGEIIGETED IN FARA. 7 AEOVE. TARBLE 2 SEOVS, VIt
MINISTEEIAL DISPAGGREIGETIGN, TEE PRLPONDIRANT POSITION OF
ILFENSZ, AT 2Z PIRCELaT Cr TEE 19239 TOTrI. TEAT,
FOVIVER, REIPRISFNTS & ITCRIASF F30M ZZ PizCiNT OF T:®
TCTIAL IN 1988, AS TOUR CTKEIR UKITS (TEE PRISITENCT,
INTERIOR, FLUCATION ANT AGRICUITURE) FTLCH GAERRILEIT
LAZGER ACTURL INCREASES THEN DID DIFINS: FIOR 19EE,
TYPIADITURES *¥OR TEE MINISTRY OF IRTEIRIOF (OF rZICH
POLICE WIITS AESOFEE 3¢ PIRCEINT) RFMATWIT UNCHANSIT AT 7
FXRCINT OF XIACH AWNRNUAL TOTAL. TEERE IS EVIDINCE Iy Tl:
REETLUCYEL TLITINSE SBARI TEAT TRl GOC IS WILLING TC UTILIIL
T81S PIRIOD OF RELATIVE-PLACE Od ITS BORJERS--4:7:R TER
LATE 193& CESSATION CF CPEN EOSTILITIES ¢ITE LIZYA--T0
LEVOTE A LAFGIR SEAZT CF TOMESTIC IISOURCES TO CTEZR
RALCURRINT WNIETS.

11. 7TYI SICONI LARGFST ALLLOCATION IS F¥OR TrZ
PRISIZINCY, NEARLY 13 PERCINT OF 1n= TOTALL, YITR
IIVCATICN 1IN TRIRL EECZIVING 11 PZRCINT. CONMZININS THL
FARSIDENCY’S SZARE OF FUDSET ALIOCATIONS VITE IOUR OTELER
UNITS CLOSELY ASSOCIATED WITE TET PRISITENCY (1.7,
GOVIRNMINT STICRETARIAT, AIVISOFY CCUNCIL, AUIIT AND
INSPECTION, ANL MINISTRY OF STATE) DOFS WOT GRIZTLY
TWLARGE TEXlR CCMEINED RILATIVE SEARE OF THT TOTLL,
TERE: IS, EO¥EVEIR, REIATIVE INFROVIMENT IN TZE OVERELL
KLLOCATION OF PBUDGEITAEY RITSOJURCES IF wz TXAMINE TRE
CEALNSY IN DISAGGREGATICK EZETWEIN ADNINISTRATICN END
SEETICIS STOVN IN TA2L: 2, TEIS CATI3OFIZATION NMIGET

TAELT 2: CEAD = RECUERENT PUDGIT EYPIANDITUPES EY MINISTEY
(MILII04S OF CURRENT CFAF; COVMITMENT BASIS)  prer avan AbIE DARUMENT O
4 3 -l o
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ADFINISTRATION: | |
~PRISITENCY 3,229.E 5,82€.1

~5 CYEENMENT SICEETAERIAT 452.8 385.5
-NAT’L, ALVISCRY COUNCIL 175.7 170,7
~PLANHING/COOPIRAT.ON 122.5 253,2
~AULIT/INSPECTION 16%7.2 212.2
-FINISTRY OF STATE : 16.4 15.2
~FORFIGN AFFAIRS 1,21¢.8 1,432.5
-FIKANCE/DATA PFOCISSING 1,016.8 1,718, ¢
~CIVIL SERVICE 105.9 1€6.E
“I1¥TIRIOR 1,738.4 2,E17.8
-DEFENSE o,ecc.e 12 ,86C.2

SUR-TOTAL . 17,575.3 23,259.9
SERVICES:
-TLTUCATICN 2,448.1 £,611,2
~PUFLIC BEALTZ g€2.1 1,52¢.¢
-SOCIAL AFFAIRS 152,3 25€.8
~L£BCR 61.5 82.¢
-FOCI SECURITY 56,0 €2.1
~£GRICULTURE | 512.5 1,086.4
-L1VESTOC?/IRRIGATICN 344,2 782.8
T
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=TCURISHM/TNVIECHMENT €72.8 L4787
—CULTURE/YOUTL/SPORTS £21.1 265.7
~CCOMMERCI/INITGSTRY 12¢€.5 192.7
~MINES/ENERGY g85.2 113.1
-PUFIIC WORXKS 24€.0 534.9
-POST/TELECCMMUNICATIONS 2o.,.p 53.9
~TRANSPORTATION 4E.© 1C€.2
~TRANSFZRS 1,372.¢ 1,662.02
-INTERMINISTZRIAL €9¢,23 2,331.7

SUE-TOTAL - 7,73¢€.5 17,8€%.2
T0TAL 25,614.8 4¢,145.1

*IQUIFE SOME MOTIFICRTION TF Vi COULI COFPL'”VLX
DISAGGRIGATE EVEREY LAPFNLITIUFE 1TEM. ZIVEN S0, AT :]RST
CLANCE 1T INTICATY¥S TE2T TEF PURLIC SIAVICES TLLIVL’Y
CLPFCITY CF 7TBI GOC EAS IMPROVID, VI“ A=VIS
LDMINISTRATION, ¥IROKM 22 FIRCENT OF TEX EUNGTT 1IN 1688 TIC
2z FIACINT IN 1S£9. TERT ]VP?C"LV"”T 1S TIYPLRIT BY 18I
LIVMITED AVAILAZLY LATA VI EAVE VRICB SRCV SALIRIZS PLYUS
ALL MILITARY IXPINTITURIS CONSUMING 7z FFRCENT COF TEHE
1925 3ULGET, IOwN IRCM 7S PIRCINT 1IN 1E25B.

2. T L£2GIST ACTUAL INCRILSE FOR & SINGLI GGC
UNIT-=-2.2 HILIICN CIiT--VINT TO ETUCATION, PRINZRILY TOIR
SARLARIES.  TREIS SEARE CF THE EALARY IKCREASL vILL COME
T20M FRENCE BUTGET SUPPORT &S TER IDJC11101 STATE 1S
SITUATED FRTDCMILANTLY OUTSIDE OF TEF K “DIAMZNE CAPITAL
$2ip. TBI FTUCATICN SALARY TOIAL VAS ILEVATET MCEL TREN
g2 PIRCINT OVIR THT ANOUWT TDE 1S8CEE IN CRIDZR T0 rROVITE
TOR & PECJICTID INCREASE Cr £587 NIW STAFr IN THIS
SECICP. TEL INTIEF]NISTIRIFI 1IWY TT:lh 18 LARGER TFRaAN
E?”"JIDN SICAUSE 17 CONTERINS TUNDS FOR TRz PURCKHESY O

TFICLES TC Fr ASSIGKID TC S:VIRLL MIKIETHIES) SCOME
?UNIS I0R TP¥ RIFAIR OF £S YIT NWOWN-=ELIOCATED GOVIANNMIL
SUILTINGS; #ND, TEF TNTIRZI COUNILZEPARY ELLOTHERT 0F 2
tIL1ION CFAY 10 SATIESXY LONCK r.t"UI.rI.‘Ii\‘TS TIS-£~-VIS
PROJECIS IN TEE INVISTIMZIWT TUDGE

13. OF TPE NINI MINISTRIES T3.T USAKION/CELT vOIKS WITH
CLCSELY, SEVEN (PLANNING, TIJCATION, FTLLTE, SC11L
IFTAILS, FGRICULTUZE, INVIRONNIAT £KD PURLIC WOR:S)
FESTITTL 162 ALLCTMINTS VIICE RUSE AT RATES (74 10 287
FTRCINT) AECTI TEP AVEEAGE ¥0® TEZ RICUAREIT ZJI:TT.
THIST PINISTRIES ASI TiI SANE AS TEOSI IENTF1ITING Fiow
GEI VORLI ZANE FCIRAM RITIRRED 10 IN PAZf 7 LIOUI,
THERIFORE, 757 IACRIASES £RT PRIMARILY 703 “ATIZIZLS AKD

n.\l
) t-v| o=

s U1ENINT, TED I1GETE SMINISTRY, CIVIL srvvlcr, EIRT
CSAII/CEAT 15 INTTAVCFING TC FLEY A LARGER RCLE TERCUGE
TIOLICY EIfORMS ASSCCIATED VITZ THE CESE TREISTIR
PRCGEAN, FECEIVEIE CLLY TEI AVITASF RATE OF INCRILSF,
1.5, FCR 2IGETR SALARIES. TEE MINISIFY CF IOCI SECURITY
INCRTASE 15 BILOV TET AVIRASY 2ATT BICAUST TZI SUPFLIES
I<UIPNENT ANI IVIN TFE LII1TI04AL LATOR NifpeD A%

NOAMSLLY 15} RISULT OF IO?O’ RCTIVITIZE AN
CONTRIZDTIONS TURING PERICDE Qi EMgﬁGIVCY.

4. TTE TRAENSFEIRS LINE ITEM FROVIDES FUNDS APPORTIOWED
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NI-TEIRT T6 INTIENLTICNEL CRIANTIZATIONS OF KHICE CEATR
1S L MEMBIR, CNE-TYIRD 70 IOMISTIC LGENCITS SICH £5 TrE
UNIVERSITY CF C2AD, TFI NATIONAL SCHECOL OF

JEMINI ST ATION, FI1C., INT ONF-T3IRD FoY SCHOLARSIIFS 70
CEALTAN STUTENTS STIDYING DCMESTICALIY ¢ND ABAQAL T TE:
UNIVERSITY LEVEL.

15. VYEILY 10711 FICUFLINT FXPiNLITURES ARF INCRIASID 57
PEECENT FOR 19€S, EYPEINTITURFS FOR EACE OF TEE FIG_T
TEVELOPMENT-OFIINTED MINISTREIES UNDER TEE VORLD FaNi
FINENCIRL RFEZBILITATION PROJECT WERE INCREASTID LT RATES
"ABOVE THAT--VLEYING FEC™ 74 PRRCENT FOR
TOURISM/ENVIRONMENT 7O 2€7 PYRCINT FOp £SRICULTUTE, 1Tps
COMFINEL MATEFIALS CATEGORY FOR THESE FIGET MINISTRIES
¥AS RFISFT A S01TAL OF 5.6 RILLION C¥az, VEICE ETCOUNTS
FgECEB PERCENT OF TFE TOT.L EECURRERT PyDezT INCILASE 1N
lw - 8

6. IN BLTITICW TC THE ZIGET LIVELOPKEYT MINISTRITS
FOUR OTEIRS (PLLNTING/COOPERATION, INFORNATION,
FINANCE/IATA FRCCESSING, £NL CULTURE) FacH RECFIVFL
LARGIR (72 10 1 PIRCINT) RATES OF INCRFASE TEAN TIT
FVIRAGE OF 57 PIXCINT. T3F JANJUAKY 1932 SALATY INCITAZE
- ACCCTUNTS TOP THE MAJOR SEATE OF EAZE OF T5%

T
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NOW-TIVIIOPMENT MINISTIRILL INCRTESES, YITR THE
EXCIFTICN OF THCSF FCF TEE MINISTERIES CI INFORMATION AL
TINANCE/TATA PRCCESSING. 1IN THE CASE OF TRE FOENIR 78I
INCFEASL 1S5 PRIMARILY ATTRIPUTARLE TC NEW EQUIPMINT AND
IMPRCVEID MAINTEINANCF CAPABILITIES FOR CBAD’S TTLIVISION
AGENCY. TOR TBE MCFLP THE INCREASE IS ZOR ZQUIPMENT TO
IMPRCVE MOBILITY AND CCMMUNICATIONS INh wiE CUSTCMS
TLPELRATMINT, T.¥., SUFPORT TOR IWCREASING TEZ PRINMARY
SUURCE CF GOC TAX RIVEKUES,

17. TEXIY¥ Z RIVIALS TITRILS OF TET VORID 2ANE IVMP:oT O
198S FUDGFITEL IXPX.IITURES FOR MATTRIt1S FOR EISET
LEVZIOPHENT MINISTFIES,

TLELY 2: CEAT - ZYPINITTURIS 2Y MINISTRIES UKDER 7T
LCRLT TENS Il"u\'cu« FTHLFILITATION PrOJECT
(MILLIONS CFaT; COMMITIMENT BASIS)

SALARI¥S PFPTERIAL SALARIES MATER]

ITUCATION 2237.7 11¢.4 £22¢4,3 387,
S37LLTE 7e1.2 181.8 1283.,7 224,
SOCIAL AFIEIRS 12¢€.6 23.7 223.8 147.
!GRICULTURE £45.¢ €6E.4 e22.6 1253.
rIvVIsTCeY 2¢7 .8 6.5 417 .4 33€.
10U0% ISM/I'VI?OQ 224,32 4¢,6 3L3.6 1€%.
FUFLIC VORXS 175.7 7€.3 295 .E 239,
TRENEPORT 29.5 8.4 €5.8 2.
TOTALS 4352.2 55€.1 7722.0 276z,

13, T¥ISL IIGHT MIWISTRIES VILL NOW GAENER 24 PTRCEIANT
CF TCTLL ANNUALL MATERIEL IXPENSTS WERSUS 11 PIR INT T3T
FREIVIDUS YEAR. TRTIR SALARIES INCRIASE OF 77 ©YRCINT,
LLEGEE "HaAN TEE PUIGZT AVEREGE OF 22 PIPCENT, 1S
FTIRIEUTAELE TO PLEINET AUGMENTATION TO T3EIR COWFINED
STRFY LIVEL EY 122C€ ATLITIONAL PTRSOWNNEL., TUAT NUMNIIR
IS EILATIVELY LARG:, AND 1ESS TEAN Z2 PERCENT OF 78E

CTFL LRE TO ZF ENTRY-1EVEIL SECRETARIES, CPAUTFIURS 44D
QA,.ILIVE CFFICT ASSISTANTS. THEL LARCE SPFARE, B85¢, ART
TO =I 2FLATIVELY PIGELY TRAJNEL AGRICCULTURE SPECIALISTS
AWI EXTZNSION AGENTZ, IF VI RSSTIME TRE LATTEIR 33002
¥ILL EXICOME RIG''LAF FULL-EZNEFIT CIVIL SERVANTS, TEAT
WOMIIR OVILL CONSTITUIE # 7 FPIRCENT INCRFASE IN T?I
FRLSIMT 1EIVIY CF 12,°2¢C EIGULAR CIVII SinVaiTs.

20, IN MOST ZASIS TEI MATFRIALS EYPIIITUZRLIS TOR TERESI
TIGET VINISTRIZS ELVE LOUZLZD 02 TRIPLIT, GlVIﬂG SORZ
INLICALTICN OF TEZ SHCRTAGIS VRICH EXIST IN GEINIRAL
VITEIN TeY GOC YOR FrSIC FUPNITURE, ECUIPMENT ANT LLILY
(FrICI SUPPLIYS. FCWEVEER, TAL PRIMARY IMPEASIS IN 7THIS
rR0JICT IS CINTIRY¥I ON TRFE AGRICULYUZL AND LIVZST uC:
PINISTRIES YEFFE OCOMEINIT XP’”DITUB‘S INCRLASZET

TI+IS OVIX TEEZIE 1€36B LL\TL:. IZFT TETI OF IWC:bxu: MY
PPEIER T1LSIT F01 11 C CLN BE CONSILEIRIT COMNEISTI T

¥173 TEE IOMINANWT uOLE OI EGRICULTUIL ANT LITESTICE I
Tor C5:ITAN ECONOMY. EVEXN £0, COMBINED TOTAL
ZJPEADITURZS TOR FECIH VMIWISTRIES IN 19¢€ VILL ST11l
CONETITUTE CKLY 7 FFRCZXNT OF THZ RLCULRENT JUISIT,
VEESUS Z€ FERCERNT OF ANNJAL TOTAL DEVELORMENT
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tXPINDITURLS FCR THL S&M} S CTORS FDP TOT PAST THRTS
YERRE.

2¢. SEGRTAGE OF FEVENUTS AND BUDGET SUPPORT., T27
COMEINED REVENUF INCREASE FROM DOMESTIC SOURCES (3¢
PLRCEINT) AND DONCE PUDGEIT SUPPCET (32 PIRCENT) IS5
FROJECTFD TO PE E€.5 BILLICH CFAF ATOVF TEAT FOR 106k
(TA¥ITZ 1). TEHE LONOR IUDGET SUPPORT AMCURT IS ACCURLTE
YEFREAS TEEF DCMISTIC RIV¥WUE RATE APTEAXRS OPTIMISTIC IN
LIGET OF TFF FACT TEAT 1GEE REVENUES, AFTIZ SOMI ANNUAL
VARIARILITY, WEIRE AT THEIIR FARLIER 193¢ LEVEL.
NEVERTEFLESS, MIMEIRS OF TFI VORLD PENX M4RCP jc8¢
FISSION IN CEAT FELIIVE TFEX NEv REVENUFE LEIVFEL 1S
CETAINLELY BASFL ON CURARILT INITCATICNS OF ¢OC
LETIRMINATION T0 FTOCEFIL WITH ITS RFICRF FR04Rek, T=1
PARES b SIGWITICANT IMPROVEIMENT OVER Tvs® INMF’S £PrREISIL
IN 1687 IN PRIPARATION TCH CEAL’S STRUCTURAL ELJUSTMINT
FRYNEINGINMENT. AT TERT TIME 1T WAS CONCLIUDET TEAT §2C
SZVINUES Y CULL GRCY NO FTESTIR TEAEN KOMINAL 2DF OVIR THF
NEXT FIVE YIARS, I.F, AROUT 7 PERCTNT A YELR,

TEELE 4: CHAL = RICURRIKI RUDSET RRVINIES
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TAX RIVINDE 16,255 21,363
CN INCONE/PEOFITS ; 2,605 4,305
COMFANIES 1,050 1,720
INIITIDULLS 1,646 2,528
LETE PENALTIES s 85
EMPLCYIRS PAYROLL TAY 440 601
SROFZRTY TAX | 260 442
"\ GCOIS/SFAVICES 4,225 5,665
INTEFNATICNAL TRALE: 7,355 a,z2¢
IhPORTS 6,765 8,126
LIFCRTS - 493 277
EFCEANGT RATE/OTEFR 77 217
CTRER 1,280 1,522
HON=T4X RIVINUES 2,225 3,32
ZITIIENLS/PROI1TS: - 1,D4€ ees
TIEC YY) 242
CTFER 55 755
HON-INTGSTRIFL SALES 1,231 1,776
OTEER 128 525
T0TAL 18,460 24,67C

£1. WITEIN TPI REVEIWUE TEFTAILS TEERT ARE SLVERLL
rOSITIVE CHELGES TALICATET, PARTICULARLY TEAT TEEX GCC 1S
LJITEYPTING %0 MODIFY TEL FATTIRZN OF RIVENUE GINIRATION.
ICh ¥TAMPLE, NON-TAX REVIVUES FROM TEE SALE OF
GOVESNMFNT SIRVICES ANI TXEX PAYMINT OF PAPAST‘TAL
7R0¥ITS ARE TO INCRILLSE 5¢ PTRCENT, NZARLY TWICE TEE
rhT: TOIL TAY TYVINUZS., ACE(EVYEMENT OF TRIS IhCr-}SI
VII1 BI 2 TANGIELF RISULT OF PUBLIC SICTOR EREFORMS TTIWNG
INPLIIMENTEIT UNLDLR T3E vORLD BAXK=GOC POLICY F=A"ivwORK
ThPEa, VISEZIN TEE TAY CATIGORY, DJIRICT TAYFS O InCOME
iND FROPTRTY ARE 1C INCRIASE AT RATES TERLE TINIS TEOSE
TOn INITR:CT TAYxS ON TRLr. AND, T4 LATE PINALTIES
1I8Y ITEV INCREASE IMFLIES THAT FRINCB TECENICAL
ISSISTANCE AT THE FINAKCI LIPARTMINT EAS INPROVII LIVY
ENI CCLLECTION EXFICIENCIES. XVFN 50, ASIVF F:CK THLER
IMFLICATICNS TROM TaF E4TFS OF CEANGE, TaI ACTUAL
EVOUNTS IN TATLE 4 INTICATE TPRT TEE TAADITIONAL PRTTF:N
CF IIFINIINCY ON T2AT: TAXLS «ILL RFMAIN. TEX LARGZIST
SEAZI OF TAYES, 33 PERCEiNT, WILL CONTIRVUE TO COMEI IROM

IMPCKT 10113 S. SEST AVAILABLE DOCUME!

22, TIFICIG/IIRANCING GAF. THE COMEINED FROJECTPE

INCEILSE FOF IOMISTIC RIVENUES AND Lonor FJIGEI] SUPPORT

VI11 TCTAL €512 MILILIOK CFAF IN 193C. TEAT AMOUNT IS <73’
FQUIVALENG 10 OKLY 58 PTACELAT OF THE 14 531 MILLION CF:
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"INCREASE IN IYPINLITORFS., COWIARY 70 18%€ THI IFFICIT
14 1639 WILL KNCT BI COVZEID RY T3T INCRIASED LIVEL CF
5ULGIT SUPPORT FROY FRANCE AND TEL UNIQFD STATIS. TEF
TFFICIT, AT 28 PERCENT OF TOTLL RECUSRENT EXPEWDITIRES,
ENL TEF RIMAINING TINEANCING GAP (TABLY 1) ARE COF SOME
CONCERN TO TH:X GCC FOR TiwO REASONS. FIRST, FRENCE
Cr¥iCIELS RAVE INIZICATEL IT VIIL PBE IXTREMELY DIFFICULT
10 ALLCCATE ANY ATIITIONAL FUNDS TO RUDCGET SUPPORT TrIS
YEAR, FORCING ThHE GOC TO xIND RESOU2CES ELSEVEEIRZ.
SECCND, TEE TEFICIT IS :QUAL TC A2CUT S PLRCENT OF
FROJECTED GLP, XXCEETIWNG IM: GIIDELI .S TAAT IT WILL BL
LINIITD TO 2 PEIRCENT.

23. IN RIGARIS TC TRE TIWST COWCIEN, VOELD Fiila
PNLLIYSTE SUGGEISET THAT TEI GCC VILL PACRAEXLY COViIn T.E
IZSIIUVAL FINAWCIAL GALP TZ®OUGH US: CF THE FTINANCISL
TIEAZIIITATION PRCJIICT (Z3r) P1SOU=CIS., Tz~ F2P IS5 AN
oc MILLION IOLLER T¥0 Y¥&Z THNLILVOR. TEE GOC MAY TERAW
rRP FUNDS 25 RIIMEUVFSZMINT FOR VIFIFIAFLE PUELIC ank
PRITATE SICT02 IMECETIS Or A5Y HOW-mILITARY NETUR:,
TUNIS AVAILATILL IN TBE 1622 TRANCFE tRI SUFXICITNT TO
COTIR TFE EUDGIT FIJANCIAL GAP? EQUIVALENT TO A LITTLE
LSS THAN 2@ MILLICN TCLLARS. THEIRZ LRI LT LTARST TVO
T
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THIR PRCGRAME CF A SIVMIIAR NATURF--FINANCED FY THE
GLPFINS AND FTUROPEAN ICOKCMIC COMMUNITY--UNDER VEICH T:ZX
€GOC BAS ACCESS TO IMPORT REIMBURSEMENT FUWDS. THESE
PROGRAMS ARF FRIMARILY TXPIAINID AS BLLANCE OF PAYMINTS
SUPPCRT, HCWEVER, THF CONVIRTIIILITY OF THE CFA ELLOVS
T3E FUNDLS TC SFFVE PLSC FCR BUISET SUPPCRT. IT 1S OUR
UNIFRSTANIING, EOVEIVER, TEAT TEE CEALLEINGI FOR T=X GOC
LIES IN ITENTIFYING VALID IMPORTS OF INTIVIDUZY
COMMCDITI¥S IN LARGI EINCUGH TAIUE TERMS TO MA<: 1ET
IXERCISE IVENEGEIASLE. ALTITIONALLY, TH)DSE IMPORTS MUST
NCT BAEVE PEFN FINANCTD UNLEIE A DONOR PROJECT.

Z4. TFIRI APPIAR, SEIRITORY, 0 PI RTASONARL:
FOSSIBILITIES }OR COVEIRING TEF RTSIDULL FINANCIAXG G&?2
¥OX TEE FICURRINT IUIGET. TRT RIMAINING PROFLEM 18 Ty
THE F£SIC TIFICIT IS TRIPLI THE LTVIL PI2IT5FD UnDizn
9L CRIGINLL GUIITIINES ARKLTD TC ¥ITF ThHE IMF LULING
TET FIRST YIAR OT IR} STEUCTURAL ALJUSTEEINT ARZANSTMLNT
(SA8). THE IWF COMPLFTTD AN AwiULL ZIVIC OF &OC
COMNPITANCE VITH TEL Stk EKT OF TEX CVILALL LCONCMIC
SITURTION IN EL2LY FARCE. TEE IMI RIFOET OF G%IS nrvliw
#ILL EECCMI AVAILATII IN MAY. BLTHCUGE TFE SZA
OCUMINTATICN STATIS TFI IEIFICIT GUIITLIN: IN S2TrINITL
Te3MS, OTTTSTINIING PIRFORMANCE ET TET 6IOC IN LLL OTERR
ASPLCTS CF TPT EIFCEM PRCGTPM A% PIRSULLE mET TANS/INF
T0 ACCEPT COC SLIPFALGT IN TFIS ONT LR:A. FUGY
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