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PREFACE

In the summer of 1979, Mr. Joseph C. Wheeler, then Assistant Administrator for the
Near East Bureau, sent a memorandum to the Near East Mission Directors requesting
that studies be undertaken that would "look at the total development effort of a
country and then consider what AID programs may have contributed to a particular
result." The memorandum went on to suggest that broad development progress could
be assessed by examining trends in recent decades in major economic and social
indicators (e.g., literacy rates, percentage of children in school, infant mortality
rates, fertility rates, agricultural production, etec.). Within the context of the
overall country perfermance towards achieving sectoral goals, the role played by
AID assistance was to be placed in proper perspective. The studies were to be kept
relatively brief, keeping in mind the likely uses would be for Congressional and
public information processes.

Additional guidance prepared by the Project Analysis and Evaluation Staff of NE/DP,
stated that the studies should include: (a) evidence of progress and trends in
priority social and economic development areas; (b) an analysis of host government
policies and other factors,’such as cultural and physical environment, that

have affected progress in these sectors; and (c) a balanced assessment of the over-
all effectiveness and contribution of AID's development assistance programs towards
achieving these sectoral goals.

It was also decided that Tunisia would be treated as an in-depth case study,
because there has been a long history of AID assistance to Tunisia and because
overall development performance there since Independence has been remarkably favor-
able. This case study of Tunisia's development efforts and of AID's contribution
has been made possible by the joint efforts of the Tunisia AID Mission, of the
Project Analysis and Evaluation Staff NE/DP, and of the Economic and Social Data
Services Division DS/DIU.

Dr. Annette Binnendijk
Economic and Social Data Services Division
Office of Development Information and Utilization
Bureau for Development Support

February 1980
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INTRODUCTION

Soon after Tunisian Independence in 1956, the United States established a
development assistance program in Tunisia. During the more than two decades

of our involvement, U, S. economic assistance has amounted to nearly $1.0
billion, of which $386 million was in dollar grants and loans, $450 million

was in PL~480 food assistance, $113 million was in local currency 104 grants and
loans, and $51 million was under the housing guarantee program. (see Table 1).
The U. S. Agency for International Development has over the years completed
more than 200 development projects in Tunisia in sectors such as health, family
planning, housing, education, agriculture, industry, tourism and infrastructure.

The U. S. economic assistance program has amounted over the years to a cumulative
total of about $160 for every Tunisian alive today. What sort of an impact have
we made? The purpose of this paper is to examine the history of Tunisian devel-
opmental efforts in various sectors, and to outline AID's physical contributions
in these areas. Where possible, an attempt will be made to estimate the number
of beneficiaries whose lives were affected by the AID programs. However, given
time and space limitations, only a broad overview of programs will be attempted,
rather than any detailed evaluations of individual projects.

To organize the discussion, this paper is categorized according to major sectoral

goals or objectives shared by the Tunisian Government (GOT) and AID. These broad

categories include (I) Improvement in Health and Health-related Living Conditions;
(I1) Limitation of Population Growth Through Fertility Decline; (III) Expansion

of Access to Education, Basic and Advanced; (IV) Provision of Employment Opportun-—
ities; (V) General Economic Growth; and (VI) Agricultural Development.

Within each of these sectoral goals, the discussion will center upon three points:

(a) Tunisia's general progress or trends towards goal-achieve-
ment in the sector since Independence;

(b) The effectiveness of GOT sector programs in providing wide-
spread and equitable coverage of the target population; and

(¢) The contribution of AID in these sectoral programs.

In order to assess performance or progress in goal-attainment, this study identi-
fies and examines "impact' indicators. These indicators measure the changes that
have occurred since Independence in the socioeconomic status or behavioral charac-
teristics of the target population. For example, a decline in crude birth rates
would be an impact indicator for goal II, whereas an increase in literacy rates of
the population would be an indicator for goal III.

For measuring the coverage of GOT sector programs, we'll examine "effectiveness"
indicators. These are indicators that measure changes in the access of the target
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population to sectoral programs and also measure possible bias in access among
various sub-groups. For example, the % of women of reproductive age using
family planning services would be an effectiveness indicator under goal II and
% of school-aged children enrolled would be an effectiveness indicator under
goal III. '

These indicators, when made specific for sub-groups of the target population,
(e.g., age, sex, socioeconomic status, rural - urban location) would reveal
evidence of inequities in program access, utilization, and impact.

In addition to looking at the trends over time in these performance (impact and
effectiveness) indicators, where possible, these will be compared to achievement
in other countries, For example, comparisons will be made with average perform-
ance achieved in the other Near East countries or in other middle income coun-
tries. This may help put Tunisia's development performance and rates of progress
in some perspective by showing how other countries in similar situations have
done.

The discussion on progress and program effectiveness will also include brief
comments regarding the GOT's policies and commitment to the sectoral objective.
However, these will be summary rather than exhaustive in nature.

The history of AID's involvement in each of the sectoral programs will be examined.
Given the large numbers of AID projects developed over the years in Tunisia, the
lack of adequate evaluation materials, and the given scope of this paper, the
discussion of AID's contributions can be no more than summary in nature, empha~
sizing general areas of involvement, major physical results and estimates of bene-
ficiaries reached. There will be no attempt to draw conclusive, scientific
evidence of causal relationships between AID project outputs and overall progress
made towards achievement of sectoral goals. This would require sophisticated
data-collection and evaluative analysis at the project level which as a rule has
not yet been done, and which would most clearly be beyond the scope of this paper.
However, where appropriate, common sense judgments will be made of AID's
contribution to overall GOT program effectiveness and the likely impact this has
made upon overall goal-achievement.
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U.S. ASSISTANCE TO TUNISIA

From Inception of Program 1957 Thru FY 1979

(In Millions of Dollars)

GRANTS LOANS FOOD ASSISTANCE _ LOCAL CURRENCY
Fiscal Technical Program Diesaster Program Project Sector PL 480 PL 480 Housing 104 104 GRAND
Years Assistance Grants Relfief Loans Loans Loans Title 1 Title II Sub-Total Program Loans (rants TOTAL
b/ a/ a/
1957 0.5 5.5 = 2.5 = = 1.5 16.0 - - - 16.0
1958 2.0 13.3 - 1.0 = = = 5.1 21.4 - - - 21.4
1959 2,2 19.3 - - 10.9 - - 10.2 42.6 - - - 42.6
1960 6.0 16.1 = - = = = 13.4 35.5 - - - 35.5
1961 4.9 21.9 - - 30.4 - 14.3 28.4 99.9 -~ - - 99.9
1962 5.8 10.0 = - — - 5.3 36.9 58.0 - 1.5 5.0 65.3
1963 1.1 - 0.1 24.9 2.2 - 14.6 22.9 65.8 - 4.0 0.8 70.6
1964 0.4 - - - 7.2 - 2.9 14.9 25.4 - 17.0 - A2.4
1965 1.0 - 0.2 9.9 10.1 - 14.7 8.1 44.0 - 2,2 0.8 47.0.
1966 1.9 - - 24.6 5.6 - - 9.4 41.5 (5.0)b/ 7.8 - 49.3
1967 2.1 - - 14.3 0.7 - 26.1 7.5 50.7 - 17.0 - 67.17
1968 2,5 - - 9.8 6.5 - 20.6 7.6 47.0 - 15.3 0.3 62.6
1969 2,2 - - - 6.2 - 13.5 9.8 31.7 - 10.3 0.3 42.3
1970 2.2 - 2.2 9.7 = - 15.1 9.9 39.1 - 11.6 3.5 54.2
1971 2,7 - = 9.5 = - 13.4 9.2 34.8 - 5.6 0.5 40.9
1972 2.8 3.0 e = - 10.6 18.8 1.9 43.1 (10.0)b/ 1.5 0.3 44.9
1973 2.4 - 0.3 = - - 10.4 2.6 15.7 - 3.6 0.3 19.6
1974 2.3 - = = = = = 3.6 5.9 - 1.8 0.7 8.4
1975 2.2 - = = = = = 3.5 5.7 - - 0.3 6.0
1976 2.9 - = = - = 2.8 5.3 11.0 - - - 11.0
1977 5.1 - - - 6.2 - 8.7 1.7 27.7 (10.0) - - 277
1978 10.9 - - - 9.5 - 11.2 1.7 39.3 (10.4) - - 39.3
1979  10.3 - - - 5.2 - 12.0 6.8 34.3 (15.3) - - 34.3
Cum. Thru  76.4 89.1 2.8 106.2 100.7 10.6 204.4 245.9 836.1 (50.7) 99.2 13.6 948.9
FY 1979

4/$1.00 = TD .400

b/ Non add



I. IMPROVEMENT IN HEALTH AND HEALTH-RELATED LIVING CONDITIONS

(a) Progress Towards Improving Life Expectancy and Health

The reduction of the crude death rate and the lengthening of life expectancies
tell a clear story about the improved health and living conditions of the
average Tunisian. At the time of Independence, average life expectancy at

birth was 47 years in Tunisia. Today, life expectancy has increased to 57 years.
Similarly, in 1956 the crude death rate was 20.0 deaths per 1000 population, but
since then it has dropped by more than one half to a low of 8.7. Although
infant mortality has declined from a high of 155 infant deaths per 1000 live
births at the time of Independence to about 96 today, this is still a relatively
high infant mortality rate by international comparison with other Middle Income
countries.

Regional mortality information reveals a relatively wide range in crude death
rates among the Governorates, with a high of 14.1 and a low of 7.0. 1In

general, life expectancy tends to be higher in the urban, northern coastal areas
and lowest in the rural southern and central regionms.

(b) Effectiveness of GOT Health-Related Programs

Despite rapid population growth, Tunisia has made great strides since Indepen-
dnece in providing th: population with greater access to health infrastructure
and personnel, and to health-related requirements such as potable water, good
nutrition and adequate shelter. The following paragraphs outline these accomp-
lishments and provide indicators of gains in the population's access to programs
since Independence.

(1) Improved access to health infrastructure and personnel:

Expansion of the Tunisian population's access to health infrastructure and person-
nel has occurred in spite of a rapidly growing population. 1In fact, it was the
rapid health improvements that caused population growth to accelerate in the

first place. The ratio of population per physician in Tunisia was at a high

level of 11,500 in 1956, but the ratio has since then progressively declined

to a more favorable ratio of one physician for every 4,100 Tunisians. However,
this ratio is still high in comparison to international reference groups (e.g.
3677 for other North Africa and Middle Eastern countries or 2262 for other

Middle Income countries). The ratio of population per hospital bed has shown a
similar decline from about 650 in 1956 to 470 today. This is roughly comparable
to the average ratios found in reference country groups (e.g. 577 for North

Africa and Middle East countries and 453 for Middle Income countries). Regional
data shows a distribution of health infrastructure and personnel strongly favoring
the urban and coastal areas in the north. For example, the ratio of population
per hospital bed is nearly five times as large in rural areas as compared to urban
areas. Similarly, the population per hospital bed ratio varies greatly among

the Governorates, with the lowest ratio in Tunis (187) and the highest ratio in
Sidi Bouzid (3,994).

(4)



(2) Improved access to safe water supply:

Despite the constraints of water scarity and a widely dispersed and rapidly
growing population, the GOT has increased Tunisians' access to potable water
remarkably in recent years. At Independence it is estimated that under 307

of the population had access to safe drinking water, whereas today an estimated
70%Z of the population has such access. This compares favorably to other

Middle East and North African countries where the average access of the popula~
tion to safe water is 56%, and to other Middle Income countries where average
access is 61%. Data on the rural-urban disparity suggests that access to piped
water sources 1is nearly five times as great in urban as in rural areas.

(3) Improved access to nutrition requirements:

Although plagued during the 1960s with poor weather, low agricultural production
and rapid population growth, the GOT managed to help maintain the caloric
requirements of poor families, by providing PL-480-assisted supplementary

feeding programs and large-scale food for work programs. Thus, despite actual
declines in per capita food production during the 1960s, per capita food
consunption improved. Shortly after Independence, the average per capita calorie
consumption is estimated to have been about 2000 calories, i.e.” well below the
FAO/WHO recommended nutrient intake requirement for Tunisians of 2170 calories.

By the end of the 1960s the average per capita calorie consumption was over 2200
calories and today the average daily intake has surpassed 2540 calories per persom.
Tunisia's per capita supply of calories as a % of requirements is thus 117%; this
compares quite favorably with the 997 average for other North African and Middle
East reference countries. Information on the rural-urban disparities in nutrient
intake reveals that the average per capita daily intake of calories is better in °*
rural areas (2652 calories) than in urban areas (2432) or in large cities (2416).

(4) Improved access to adequate shelter:

There has also been progress in providing better housing conditions, with more
amenties and reduced crowding. A comparison of housing data from the last two
censuses, 1966 and 1975 show a decline in the percentage of population living in
inadequate, ''temporary’ shelters from 447 in 1966 to 217 in 1975. The percentage
of Tunisian dwellings with various amenties increased over the inter-census
period; e.g. the percentage of houses with electricity increased from 247 to 347
and the percentage of houses with piped water increased from 157% to 267%. A
decrease in crowding can be seen by examining the decline in houses with only
one room from 61% in 1966 to 41% in 1975, or by comparing the average number of
persons per room, from 3.2 in 1966 to 2.7 in 1975. Comparison of these housing
indicators for Tunisia with internationally comparable data for reference groups
of countries reveal that Tunisia's performance in the shelter sector is somewhat
below norm. For example, whereas in Tunisia the average number of persons per
room is 2.7, the average for other Middle Income countries is 1.9. Similarly,
while the % of dwellings with electricity is 34% for Tunisia, the average 1s 457
in other North African and Middle East countries and 50% in other Middle Income
countries. The housing shortage in Tunisia appears to be aggravated by the
tight GOT controls on most of the formal housing market and by inappropriately
high construction standards. Rural housing conditions tend to be considerably
worse than urban housing conditions. For example, 58% of the rural houses consist
of only one room whereas 20% of the urban houses are only one room. Rural
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housing is more crowded on average, with 3.2 persons per room compared to 2.4
persons per room in urban areas. Amenities are far scarcer in rural dwellings;
6% of rural houses have access to electricity compared to 68% of urban houses
and 3% of rural houses have access to piped water compared to 55% of urbarn
houses.

(5) Distribution issues:

Although the life span and living conditions of the average Tunisian has
undoubtedly improved since Independence in 1956 as a result of the GOT's social
development efforts, access of the population to these programs and services has
not always been equitable. Regional data breakdowns show a general bias in the
access to health services, potable water supplies and adequate housing in favor

of the urban and northern coastal population over the rural, interior population.
An exception to this general rule is in the nutrition field where the rural
population, with access to home grown foods, tends to fare better than their urban
counterparts.

These inequities are not in general the result of intentional discriminatory
policies on the part of the GOT, but rather reflect the realities of the unequal
physical distribution of water and other productive resources and also the result
of colonial legacies and historical development patterns.

It is a geographic fact that most of the nation's productive land, water resources
and population centers are located in the northern part of Tunisia. In contrast,
the interior central and southern regions are arid areas troubled with erosion,
poor soils and water scarcity, whose population is for the most part widely
scattered in isolated family clusters. Such diverse conditions imply that the
cost of reaching the isolated rural groups tends to be far higher on a per
beneficiary basis than is true for servicing urban groups, assuming a constant
standard of services. Thus, one can hardly blame the GOT for continuing to
provide access to services first in urban areas where per capita costs have been
lower. On the other hand, an overemphasis upon servicing urban needs may tend
to compound the problem in the longer-term by encouraging rural to urban
migration rates.

Another factor that appears to have limited the progress made in servicing the
health-related needs of the rural population has been the previous lack of GOT
acceptance of available, low unit cost solutions that could be afforded and
adopted on a wide scale. This can be explained by the Tunisian inheritance

from the French system of insisting upon "high standards" of services not
necessarily appropriate for a relatively resource-poor country. Evidence of the
GOT's traditional adherence to such high standards is visible in the health
services, where historically emphasis has been upon training highly specialized
physicians and constructing modern hospitals, as opposed to emphasizing the
training of paramedicals and the development of a basic rural community health
system. Another instance of adherence to inappropriate high standards is in
public housing construction projects, where the high quality construction
standards has resulted in expensive unit costs and a consequently small spread
of benefits compared to the size of the population in need of improved shelter.
As a final example, in the area of potable water facilities development, the
major institutional prierity has traditionally gone to support SONEDE which is
responsible for installation of high standard piped water systems, inappropriate
on a per capita cost basis for small rural communities. GENIE-RURAL, the public
agency responsible for improving the water supply ﬁn these isolated rural areas
has not received the same level of institutional ::jpport SONEDE has enjoyed.

1
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It is understandable and perhaps even admirable that the GOT would wish to-
provide a high standard of services to its population .comparable to standards

in France or other industrial countries. This has been possible to extend

at a reasonable cost per beneficiary in the urban areas, but appears impossible
to extend widely in rural areas becuase of far higher costs per beneficiary.
Tunisia is currently entering the stage of development where urban needs for
health-related services have been fairly well met, and further progress in
improving general population access will require new emphasis upon low-cost,
rural-outreach programs. This will involve GOT adoption of innovative programs,
searches for alternative low unit cost technologies, and some relaxing of previous
"high standards". The GOT appears to be on the verge of a transition in the
health-related sectors, showing ar: increasing receptiveness towards exploring
and implementing new low-cost, rural-oriented programs. For example, the
Ministry of Health is now putting new priority upon the establishment of a
community-based rural health system and upon broadening the functions of
paramedical staff.

(¢) AID's Contributions to Improved Health

AID has contributed significantly towards the health-related development efforts
that have resulted in longer life spans and improved living conditions for
Tunisians. Far from being merely nominal jestures, AID-financed projects have
frequently had widespread impact affecting a large percentage of the target
population in need. AID has also taken a lead in encouraging a GOT policy
reorientation towards adoption of more appropriate low-cost technologies that
-will enable greater wide-spread rural access to services. Some of the highlights
of AID's accomplisiments in health-related services are outlined below:

(1) Improved access to health infrastructure and personnel:

AID's role in the provision of health services in Tunisia has been limited until
recently by the basic philosophical differences with the GOT concerning what
comprised an appropriate standard of health services. Although AID declined to
becoming involved in the construction of hospitals, an important AID contributiom
was made to improved health via support of the preventive anti-Malaria campaigns
in Tunisia, protecting an estimated thousand beneficiaries. AID involvement
in training of health personnel has included training courses for over 150
paramedicals and considerable assistance in the establishment of the Faculty of
Medicine at the University of Tunis, from which an estimated ___ physicians have
graduated. More recently, in 1976-77 AID undertook a study reviewing the approp-
riatness of health services development in Tunisia and subsequently completed a
successful dialogue with the Ministry of Health that has resulted in a basic
reorientation of health service policy based upon the AID study's recommendations.
A resulting AID project, now beginning its implementation stage, will establish
an integrated rural primary health care system in two of Tunisia's poorest rural
Governorates. Although unfortunate delays have occurred in contracting arrange-
ments, it is still hoped that this project may serve as a model from which the
Tunisians can draw lessons and replicate on a nation-wide scale. The direct
beneficiaries of this project are estimated to be about 450 thousand rural people
from the twec poor interior Governorates included in the project area.

(2) Improved access to safe water supply:

Over twenty AID projects have been completed since 1956 that have provided
increased population access to domestic water supply by constructing urban ard
village water distribution systems and by constructing and renovating rural
wells and cisterns for isolated rural families. AID's emphasis, particularly
during the 1970s has been upon development of small water sources (wells and
cisterns) in the rural, interior areas of Tunisia outside of SONEDE's general

(7)
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mandated area. These projects have also generally included an integrated
approach providing health education concerning the proper care, handling
and storage of water and other hygiene practices and providing regular
inspection teams that maintain and disinfect the established water sources.
A rough, conservative estimate of the number of Tunisians benefiting from
AID-assisted water supply facilities is about 800 thousand, or about 207 of
those Tunisians currently having access to safe water supplies.

(3) Improved access to nutrition requirements

AID has contributed to the objective of improving Tunisians' nutrition intake

in a great variety of ways. AID has promoted better nutrition through support

of numerous agricultural projects aimed at improving food production; these
activities will be examined later in the discussion of AID agricultural develop-
ment projects. The U.S. has also assisted Tunisia directly in meeting food
shortages during the years of poor domestic harvests in the 1960s by selling
PL-480 food under Title I. It is largely because of these massive food aid
imports under the U.S. PL-480 pregram (amounting to $204 million in value)

that per capita food consumption actually increased during the 1960s, despite
decreases in per capita domestic food production. In addition, PL-480 Title

11 food donations totalling $246 million in value, were used to combat malnutrition
among Tunisian's poor, especially among unemployed families and needy children.
Under the Food for Work program an estimated annual average of 100 thousand other-
wise unemployed workers received PL-480 wheat in payment for work during 1958 to
1973 (i.e. about 40% to 50% of the total unemployed labor force). It was
estimated that these Food for Work laborers could through their cash and in-

kind wages easily satisfy the caloric requirements of their families, assuming

an average of five persons per family. Thus, an estimated 500 thousand poor
people benefited annually from this program, receiving food adequate to satisfy
their nutrition requirements. Two supplementary feeding programs, for pre-school
and primary school aged children, have been utilizing PL-480 Title II food
donations continuously since the beginning of the 1960s for combating malnutri-
tion in children. Although the number of child beneficiaries were larger in

the past, a still significant number (450,000) of children currently receive
nutrition supplements under these programs. Through the recipient selection
process it is assured that these Title II foods are distributed only to

children from the poorest families. By comparing the number of children bene-
fiting from these programs with the estimated number of Tunisian children under
age 15 not meeting FAO/WHO daily caloric requirements (roughly estimated at

about 1.4 million), one estimates that these feeding programs are effectively
serving approximately one-third of the total target children in need of some
nutritional supplements. Other AID projects have aimed at improving nutrition
planning, coordination and education in Tunisia by assisting in the establishment
of an Institute of Nutrition and Food Technology, and in the experimentation with
food fortifications and nutrition education approaches.

(4) Imprcved access to adequate shelter

AID has been active since the 1960s in providing primarily low cost housing

for poor Tunisians. AID has completed 5 projects directed at low income bene-
ficiaries which have constructed or up-graded nearly 18 thousand dwelling units
benefiting an estimated 130 thousand poor people. Another project still in the
design stage will construct an additional 16 thousand low income units benefiting
an estimated 100 thousand poor people. When this project is completad, AID
assisted low income units will have contributed to filling about 16%Z of the
current housing shortages. TIn addition to construction of housing units, the
AID Office of Housing has also provided an advisory role, encouraging the GOT

to lessen control of the money markets so that more funds can be mobilized to



meet housing demand and reduce needs for public subsidies. Fufthemore, AID
policy advisors have continued to emphasize low cost housing approaches with
wide-spread replicability that are financially feasible for Tunisia's poor.



II. LIMITATION OF POPULATION GROWTH THROUGH FERTILITY DECLINE

(a) Progress Towards Fertility Decline

Because of the negative impacts that rapid population growth has upon economic
and social development efforts, reduction in fertility rates is a priority GOT
goal. OQuantitative indicators point to the significant progress being made in
Tunisia towards the objective of ferti'lity decline and a slower rate of popula-
tion growth, especially in the years since the establishment of the Office of
National Family Planning and Population (ONPFP). As a result of the family
planning program, in.combination with various sociceconcmic and political factors
encouraging smaller families, Tunisia's crude birth rate (births per 1000 popula-
tion) has fallen from about 46 in 1956 to 34 in 1978. A look at other indicators
of fertility (e.g. the general fertility rate or the gross reproduction rate)
point to the same conclusion of substantial recent decline in fertility. This

in turn has had favorable impact upon the population's growth rate. Whereas the
annual natural population growth rate was about 2.6% at the time of Independence,
rapid increases in survival rates due to health improvements, resnlted in -
acceleration of population growth during the early 1960s. In 1966 the annual
natural rate of population growth reached a high of 3.0% and then began to decline
once again. Dy 1978 the rate of population growth was brought down to 2.6%,
despite continuing improvements in survival rates, through an impressive decline
in fertility. A comparison of Tunisia's population growth rate of 2.67% with
international reference groups shows Tunisia's growth rate slightly higher than
the average population growth rate of other Middle Income countries (2.47%), but
substantially slower than other North Africa and Middle East countries (3.0%).
Similarly, Tunisia's crude birth rate of 34 (birth per 1000 population) is roughly
comparable to the average crude birth rate of other Middle Income countries (31),
but is far more favorable than the performance of other North Africa and Middle
East countries (44) sharing similar cultural and religious constraints.

Regional information on crude birth rates reveal large variations in fertility
levels among Governorates, with a low of 30 in Tunis and a high of 45 in Sidi
Bouzid and Medenine. Fertility rates are about one-third higher in rural areas
than in urban areas.

(b) Effectiveness of GOT Family Planning Programs

The Tunisian family planning program began as a small pilot project in 1969, and

has developed since then into one of the largest family planning programs in

North Africa and the Middle East. In 1973 the Office of National Family

Planning and Population was established and given the responsibility for planning,
coordinating and implementing family planning activities in Tunisia. Free
contraceptive services and education in family planning are provided at approxim-
ately 617 hospitals, family planning clinics, MCH centers, dispersaries and

mobile units throughout Tunisia. The program has enjoyed broad political, popular
and even religious support. Important legislation reforms have been enacted
encouraging small family size and permitting comprehensive family planning services.

In 1973, the year ONPFP was established, the percent of married women (ages 15 to
49) protected by contraceptives was estimated to be 8.57%. By 1979 this percentage
had jumped to 21.3% of the target group. (This compares to an average protection
rate of 34.7% in similar Middle Income Group countries). Whereas in 1973 there
were 309 family planning service centers (one for every 2,432 married women of
reproductive age) by 1977 there were twice that number (617, or one for every
1,330 married women of reproductive age).

(10)



Despite this very real progress, there continues to be a large disparity between
rural and urban (and coastal and interior) availability of family planning
services. Rural women currently represent only 12% of all new acceptors,

whereas they represent 53Z of the target group (married women of reproductive

age). A current priority objective of the ONPFP is to extend family planning
services to rural areas which have not yet been adequately covered. As in the
delivery of other social services, future progress in family planning effectiveness
will depend upon exverimentation with and adoption of cost-effective, rural
out-reach programs.

(¢) AID's Contributions to Family Planning

AID involvement in the Tunisian family planning program began in the late 1960s.
AID assistance was instrumental (1) in construction and renovation of the infra-
structure (centers), (2) in the provision of commodities, (3) in the training of
professional personnel, and (4) in the development of an institutional capability
within ONPFP. The direct beneficiaries of AID's family planning assistance in
Tunisia are those women of reproductive age who are currently protected by
contraceptives from ONPFP. In 1979 an estimated 137,400 women, or 16.27 of married
women of reproductive age were using publically-supplied (ONPFP) contraceptives.

An estimate of the number of women protected by contraceptives from all sources
(public and private) in 1979 was 180,900 or 21.37% of married women of reproductive
age. Although the direct beneficiaries of AID's family planning assistance are the
women receiving public contraceptive services, indirectly their families and all

of Tunisian sodiety will benefit from the diminisRed population pressures on scarce
economic and social resources. -

The primary purpose of AID's current family planning project is to assist the ONPFP's
expansion of family planning services into rural areas. Project activities include
testing of various pilot activities to discover cost-effective contraceptive
distribution approaches in isolated rural areas.

' (11)



III. EXPANSION OF ACCESS TO EDUCATION; BASIC AND ADVANCED

(a) Progress Towards Improving Education

The expansion of access to basic education since Independence is clearly reflected
in the impressive growth of literacy among Tunisians from 157 (of the population
aged 10 years and above) in 1956 to 45% in 1975. The improvements in literacy

rates gained by women were even more explosive, increasing from just 47 in 1956

to 32% by 1975. The size of the literate population grew from 388,000 at Indepen-
dence to 1,745,000 by 1975, or at an impressive average annual rate of growth of
over 8%Z. Unfortunately, because of the rapid rate of population growth experienced
during this time period, the total number of illiterates only declined very slightly
since Independence, remaining at a level of about 2.1 million.

(b) Effectiveness of GOT Education Programs

Tunisian enrollments at the primary school level have increased at an average annual
growth rate of nearly 7% since Independence: secondary enrollments grew even

faster at nearly 117 per year. World Bank estimates of adjusted enrollment ratios
(gross enrollments of all ages as a percentage of the relevant school-age popula-
tion) for Tunisia show an increase in the primary enrollment ratio from 66% in

1960 to 100% currently, and in the secondary enrollment ratio from 127 in 1960 to
20% today. This compares with average primary enrollment ratios of 857% for other
North Africa and Middle East countries and 1027 for other Middle Income countries
and with average secondary enrollment ratios of 287% for other North Africa and
Middle East countries and 33% for other Middle Income countries.

As with the other social serivces, Tunisian performance in the provision of
education has been greater in the urban areas than in the rural. Whereas the
literacy rate among urban adults 1is 597, it is only 317 among rural adults.
Again, the issue is one of cost-effectiveness of providing educational services
to the children of widely scattered rural families.

(¢) AID's Contribution to Education

AID's contribution to the development of Tunisia's education system has been
substantial and has covered all levels; primary, secondary, and higher
education. Highlights of AID's accomplishments follow:

(1) Primary and secondary classroom construction:

During the 1960s AID contributed funds for the construction of 2,700 primary
classrooms. An estimated 95 thousand primary students annually utilize these
classrooms; that is, about 10% of all current primary school enrollments in Tunisia
benefit from AID's contribution.

AID was also very active during the 1960s in the construction, expansion and
equipping of secondary schools throughout Tunisia., In twelve separate projects,

AID funded the construction or expansion of over 100 secondary schools, or nearly
one half of all secondary institutions in existence in Tunisia today. 1In these
projects AID financed the building or significant expansion of about 3,300 secondary
classrooms, benefiting roughly 100 thousand secondary stiidents each year; i.e. about
-50% of all secondary enrollments. Many of these AID asstted secondary institutions
were technical, vocational, agricultural or teacher training schools. For example,



it is estimated that about 25% of all Tunisian teachers were trained in schools
receiving AID assistance.

(2) Assistance to the University of Tunis:

AID assistance in the establishment of the University of Tunis, Tunisia's major
university, has also been substantial. AID contributed to the GOT's planning

for the university in the late 1950s by providing the services of a team of
consultants. Via a number of other projects, AID assisted in the construction and
equipping of various university facilities, most notably for the Faculty of Law,
Economics and Political Science, The Faculty of Medicine and the Faculty of Science.
AID has also sought to upgrade the faculty at the University of Tunis and to
introduce more modern curricular by educating selected faculty (particularly in the
social sciences, e.g. law, economics, political science and business management) in
the United States. The direct beneficiaries of these projects are the students
receiving higher education at the University of Tunis (currently about 18,000
enrolled annually), but more indirectly all of Tunisian society will benefit as these
highly trained persons graduate, enter the labor force and contribute to development
efforts.

(3) Participant training:

AID has also sought to fill specific human resource requirement gaps via projects
"providing Tunisians with opportunities for participant training in the United States
and third countries. By now, a cumulative total of over 1,900 participants have
returned to Tunisia from AID-sponsored training programs aborad in a variety of
fields of study (including agriculture and natural resources, industry and mining,
transportation, labor, education and business administration, public administration,
public safety, nutrition, health education and family planning).

(4) Other educational projects:

Other areas in which AID has contributed to Tunisia's educational and human resource
development efforts include (a) distribution of about 2.4 million textbooks, (b)
provision of technical assistance to the GOT in areas of technical or professional
personnel shortages and (c¢) provision of audio=-visual and communications equipment
and supplies to various GOT agencles involved in educational programs for the
public.

(13)



IV. PROVISION OF EMPLOYMENT OPPORTUNITIES

(a) Progress Towards Employment Goals

Unemployment has continued to be one of Tunisia's major development problems
since Independence. Census data indicate that the open unemployment rate has
hovered around 157 since 1956 without much improvement. The number of unem—
ployed in Tunisia has been of the order of 200,000 to 250,000 since Independence,
although rising higher in the bad draught years. Non-agricultural open unem-
ployment has registered even higher, consistently over 20% in the last decade.

In addition to the outright unemployment, Tunisia suffers from significant under-~
employment (less than full time employment). Underemployment in agriculture is
estimated to affect some 407 of the agricultural labor force and underemploy-
ment is also visible in non-agricultural service sectors. There has been some
improvement in overall underemploymnnt, which is estimated to have decreased from
a high of 35% in the late 1960s to about 25% by 1976.

The factors contributing to Tunisis's long-term and current unemployment problems
are numerous. Historically, Tunisia developed an unemployment crisis immediately
following Independence. The French had been predominant in most economic sectors
in Tunisia and consequently the sudden departure of 90,000 foreign administrators
and technicians left the country economically disorganized, causing a decline in
economic activity and overall employment. Foreign capital was also withdrawn and
investment came to a standstill for several years. In addition, a number of pro-
longed draughts hit Tunisia in the 1960s, further adding to tnhe unemployuwent

problem. Much of Tunisian agriculture, which has traditionally employed the

majority of ‘the labor force, is based upon dryland farming and is thus dependeut

upon irregular rainfall.

More recently, Tunisia's unemployment problems stem from a combination of causes
including (a) rapid population growth, (b) increased entrance of women into the
labor market, (c) return of emigrants from abroad, (d) an increasingly educated
labor force seeking non-agricultural employment, and (e) development policies that
encourage capital-intensive technologies.

Population growth peaked in the 1960s at an average annual rate of 3.0% due to
rapid improvements in infant and child survival rates. This impact is only now
becoming felt in high labor force growth rates. Whereas the labor force had grown
by under 2.0% per year during 1956-1966, from 1966 to 1976 the rate accelerated to
2.8% per year. The labor force growth rate is now peaking at 3.0%7 and it will be
another decade before the impact of fertility decline is felt on work-age cohorts.

Another contributing factor to labor force growth is the rapid expansion of women
into the labor markets. From 1966 to 1976 the female labor force expanded at an
average annual rate of 5.5%, the result of vigorous official campaigns and legal
reforms improving women's status and educational access. Women as a percentage
of the total labor force increased from 14.5% in 1966 to 18.8%Z in 1976.

Also affecting the level of unemployment and causing uncontrolled fluctuations are
rates of emigration. Whereas during the 1960s there was an outlet for labor
emigration to Europe, this option has declined since 1973. Although emigration
opportunities to Libya have expanded, this market is proving unstable. For example,
in the three years 1976 to 1978, emigration fluctuated from 2,400 to 28,800 to 13,000,
causing unemployment in Tunisia to jump from 258,300 to 247,100 to 280,600.
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Structural changes have been occurring in the labor force changing the nature

of the unemployment problem. As adult literacy has increased from 15% in 1956
to 45% in 1975, so has the general education and literacy of the labor force.
Also, the labor force today is much "younger" in structure. Thus, while the
unemployment problem at Independence was primarily one of illiterate farmers,
today the unemployed tend to be young, educated people seeking non-agricultural
jobs. This has been encouraged by a widening income gap between agricultural
and non-agricultural employment, resulting from the heavy investment priority in
industrialization.

(b) Effectiveness of Employment Policies and Programs

As discussed above, Tunisia's unemployment problem has been aggravated by factors
such as the sudden withdrawal of the French, the prolonged draughts of the 1960s,
the rapid rate of population and labor force growth, the unreliability of emi-
gration opportunities, and the changing structure of unemployment to young,
educated job seekers.,

The Government of Tunisia has been committed to addressing these unemployment
problems and undertook a series of actions constituting an employment policy.

These measures included: (1) the establishment of employment exchanges; (2) ex-
panding vocational training; (3) establishment of large-scale work relief programs;
and (4) heavy investments in industrialization to provide non-agricultural employ-
ment opportunities. Unfortunately, while these policies may have helped alleviate
the worst aspects of unemployment, they have not '"solved" the problem. The follow-
ing discussion assesses the major limitations of the GOT's approach.

(1) The establishment of employment exchanges:

In 1960 the GOT attempted to introduce some organization into the labor market by
creating an employment bureau that was to match job seekers to job vacancies. This
was incorporated in 1967 into the Office of Vocational Training, Migration and Em-
ployment (OFPE). The placement bureau within the OFPE registered unemployed at
local offices and occasionally found them local jobs, usually relief work. Mostly,
however, the offices were engaged in processing workers for overseas employment.
Whereas the OFPE served a useful function of facilitating labor emigration, its
effectiveness as a domestic placement bureau was limited. Experience has proven
that labor exchanges do not work well in labor surplus situations, because there
are far more job seekers than job placements. The general lack of jobs and the
reluctance of employers to use the system eventually resulted in discouragement of
the job seekers until they no longer bothered to register.

(2) Expanding vocational training:

A more successful function of OFPE has been as a vocational training institution;
about 67,000 have been trained during 1973-76 in industrial skills in 17 adult
training centers. One problem facing the effectiveness of these vocational train-
ing centers in Tunisia is the general reluctance of students to enter "blue collar”
occupations. Despite the fact that the costs per student are higher in the voca-
tional training centers than in the formal education system and that more job
opportunities await graduates, these centers tend to attract only the dropouts from
the formal system.

(15)



(3) Establishment of large-scale work relief programs:

Another major aspect of the GOT's approach to unemployment problems in the late
1950s and 1960s was the establishment of a large-scale "food for work" program
providing emergency relief for the unemployed. Supported by large volumes of
wheat assistance from the United States' PL-480 Title II program, the GOT estab-
lished their work relief program (known as the LCSD program) which paid otherwise
unemployed workers in cash and in kind to work on forestry, water and soil con-
servation and other civil works projects throughout the country. These work re-
lief programs employed an average of 125,000 laborers and kept the unemployment
rate in Tunisia below 15% of the labor force, which would otherwise have ranged
around 307 during the 1960s. Despite the program's success in alleviating the
material needs of Tunisia's unemployed, the LCSD program suffered from low pro-~
ductivity and was greatly reduced in the early 1970s. The program had from the
beginning been seen as a ‘'temporary' emergency measure to sustain the unemployed
until the economy was able to absorb them again. Furthermore, the program was a
heavy burden on the GOT budget which couldn't be tolerated for an indefinite
period, especially given its marginal economic development impact.

Today a similar approach is being implememted by the GOT to deal with the rising
social unrest among the young, educated unemployed by creating a National Work
Corps. All unemployed male Tunisians between 18 and 30 years old can be enlisted
in the Corps for 12 months where they will receive on-the~job training- and work
in priority sectors and regions suffering from labor shortages. However, this
type of approach is at best another stop-gap measure and not a permanent solution
to the existing unemployment problem.

(4) Investment in industrialization to provide non-agricultural
employment opportunities:

The GOT has historically placed over-riding emphasis on the role of the industrial
sector as the primary source of rapid economic growth and of employment for
Tunisia's surplus labor. During the 1980's Tunisia followed the typical "import
substitution" model of industrialization, as did much of the developing world.
Given Tunisia's limited potential in agriculture, emphasis upon industrial develop-
ment was probably a wise choice. However, in retrospect, some of the policies
intended to stimulate high levels of investment have had some negative long-~term
implications for sustained, competitive economic growth. Simultaneously. these
policies encouraged the development of capital-intensive, large and medium-scale
enterprises to the detriment of small-scale, labor intensive business. GOT
attempts to keep the price of capital and foreign exchange low to stimulate
investment also resulted in scarities and rationing or licensing systems which
tended to favor the larger enterprises. The distortion of factor prices favoring
capital also discouraged use of labor. A similar situation was found in the

large public sector which retained control of a number of large industries. These
public enterprises were found to be overly capital-intensive given wage rates,
while at the same time employing larger quantities of labor than required by the
technology. This practice resulted in large capital to output and labor to

output ratios in the public sector. The financial position of some state-owned
enterprises have been consequently weak, requiring budgetary transfers.
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Evidence of the growing capital-intensity of the Tunisian economy despite high
levels of unemployment can be seen by comparing the rates of capital formation
with employment creation. GDP grew at an average annual rate of 7.8% during
1966-76 and gross domestic capital formation grew at 167 (in constant 1972
prices). Comparing this to the average annual employment growth rate of 2.7%
implies a growing capital-intensity of the economy despite widespread unemploy-
ment.

The GOT is beginning to reorient these past policies. The 1970s have seen a
greater liberalization of the economy and greater encouragement to small-scale
private enterprise. The GOT has recently provided special incentives and
investment funds for investors in projects with high labor intenszity, in order

to improve future employment absorption in the industrial sector, However, much
of the market—distorting policies set up in the 1960s still remain to be dismantled.

(5) Other GOT policies indirectly affecting employment:

In addition to these GOT policies aimed at affecting employment opportunities,

there are of course numerous policies, some desirable for other reasons, which

may have had either positive or negative side effects upon employment opportunities.
For example;

* Perhaps one of the most signiticant GOT activities that will eventually
help solve the unemployment problem is the family planning program.
Within a decade the impact of declining fertility rates should begin
to be evident in a slower labor force growth rate.

* The GOT health amd health related program discussed under Section
I improved survival rates and accelerated population growth and
labor force growth.

* The GOT's desirable campaign to improve the status and education of
women has increased their participation in the labor force.

* The GOT's efforts to educate the population may have temporarily
aggravated the open unemployment problem as educated job-seekers
wait for non-agricultural employment opportunities.

* The GOT's drive for national independence temporarily increased
unemployment as the French withdrew their capital and management
from all major economic sectors.

* The move towards cooperatives in the agricultural sector in the late
1960s may have contributed to agricultural unemployment and underemploy-
ment by causing farmer insecurity and reducing incentives.

(c) AID's Contribution Towards Employment Goals

AID assisted the GOT throughout the 1960s in the institutionalization of manpower
planning and employment services. By providing American technical advisors and
participant training for Tunisian staff, AID helped the GOT establish the early
employment offices and later the OFPE. AID's emphasis in the second project was
improving OFPE's capability for data collection, and manpower supply and demand
analysis. Success was partially limited by lack of qualified Tunisian counter-
parts and the high turnover rate among the Office's staff.



ATID also supported Tunisia's work relief program (LCSD) by providing work clothing
for the relief workers, and by funding some of the costs required for hiring
supervisory personnel and for the purchase or rent of materials and equipment used
in the work projects.

0f course, the United States' major contribution to the Tunisian work relief
program was in the form of PL-480 Title II food deliveries from 1958 to 1973

for the payment of wages in kind. The value of the U.S. wheat contribution from
1966 - 1973 totalled $30 million, or approximately one quarter of the total costs
of the LCSD program.

During 1958 to 1973, nearly 700 thousand metric tons of semolina (wheat) were
distributed as part of wage payment, providing a cumulative total of nearly 1.9
million man years of employment under the LCSD program. By supporting the LCSD
program, the United States assisted the GOT in providing work relief to an annual
average of 125 thousand persons, or approximately one half of the nation's unemployed
during the years 1958-1973.
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V. GENERAL ECONOMIC GROWTH

(a) Progress Towards Economic Growth

In this section, Tunisia's performance in general economic development will be
examined. Major indicators of economic progress include rates of economic growth,
trends in savings and investment, and distribution measures.

(1) Economic growth rates:

Tunisia has experienced reasonable economic growth since Independence and
remarkably rapid growth in the 1970s. Per capita GNP nearly doubled in real

terms from 1961 to 1977, increasing from $430 to $820 (in constant 1976 prices)

at an average annual growth rate of 4.2%. During the 1970s, Tunisia's per capita
GNP growth rate averaged 6.9%, making Tunisia one of the few countries in the world
whose per capita GNP increased by more than 6% during the 1970s.

Tunisian national accounts data available from the World Bank indicate real growth

in GDP to have increased at an average annual rate of 6.47% during 1961-1977. Looking
at performance for the decades separately, we see that GDP growth was relatively

slow during the 1960s averaging only 4.6% per year, but then accelerated to 8.4%
during the 1970s. Data on growth rates of the major sectors reveal that the agri-
cultural sector tended to lag behind the rest of the economy while industry tended to
lead. Average annual growth rates during 1961-70 were 2.0, 8.7 and 4.2 and during
1970-77 were 6.9, 9.5 and 10.3 respectively for agriculture, industry and services
setctors.

Tunisia's economic growth rate performance during the 1970s compares quite favorably
with other Middle Income countries who averaged a GDP growth rate of about 6% per

year compared to Tunisia's 8.4% growth rate.

(2) Savings and investment:

Rapid economic growth in Tunisia has been largely due to the GOT emphasis given to
increasing investment. Investment grew at an average annual growth rate of 4.5%
during the 1960s and accelerated to 13.6% during the 1970s. Thus, Tunisia's per-

formance during the 1970s compares very favorably to the average growth rate of
investment attained by reference Middle Income countries of about &%.

The attainment of a high ratio of gross capital formation in Tunisia in the early
1960s was a remarkable achievement, for during the years immediately following
Independence, the investment ratio was as low as 10% of GDP and domestic savings was
much lower. 1In 1956, the year of Independence, the savings ratio was negative.

Investment as a share of GDP has increased from 17% in 1961 to a high rate of 32%

in 1977. The average investment ratio for reference Middle Income countries is

25% of GDP. Tunisia's investment ratio increase is due to improvements in the gross
domestic savings ratio, which increased from 7% of GDP in 1961 to 22% in 1977.
Investment financed by external sources remained constant at the high level of 10%
of GDP. Thus, Tunisia continues to rely heavily on foreign investment as a source
of economic growth. Tunisia's current gross domestic savings ratio of 22% 1s some-
what low when compared to the average of 24Z for other Middle Income countries, but
nevertheless represents substantial progress from the low ratio of 7% experienced
in 1961.

The sectoral distribution of investment reveals the continuing priority placed by
the GOT on the industrial sector. During the 1970s, the average annual growth
rate of investment was only 0.5% in agriculture, 8% in services and 20% in industry.



(3) Distribution issues::

Income distribution in Tunisia, although rather skewed, still compares favorably
with reference groups of countries. Whereas the poorest 20% of households receive
6.0% of private income in Tunisia, this group receives on average only 5.3%

of private income in other North Africa and Middle East Countries and 3.9% of
private income in other Middle Income Countries. The richest 20%Z of households
receive 427 of private income in Tunisia compared to this group's claim to 48.67 of
private income in other North Africa and Middle East Countries and 52.1% of other
Middle Income Countries.

Data from the 1966 and 1975 national expenditure surveys reveal the recent real
increases in per capita expenditures, Average annual expenditures per person in
Tunisia increased from $235 in 1966 to $360 in 1975, or by a total of $125 (in constant
1975 prices). For rural areas alone the gain was less than the national average:
average annual expenditure per person in rural areas increased from $175 in 1966

to $248 in 1975, or by a total of $73. 1In urban areas, on the other hand, average
annual per capita expenditures increased from $323 in 1966 to $463 by 1975, that is,

an increase of $140.

The worst aspects of poverty are declining in Tunisia. Whereas in 1966 about 307% of
the population lived in absolute poverty, by 1975 the percentage in poverty declined
to 18%. Absolute poverty, as defined by the World Bank, is derived from the

food and essential non-food expenditure requirements, estimated to be $204 per capita
in urban areas and $97 per capita in rural areas of Tunisia. An estimated 20% of

the urban population and 15% of the rural population are currently living below this
absolute poverty income level in Tunisia. These percentages in absolute poverty
compare favorably with reference groups of countries. For example, on average 22.9%
of the urban population and 31.27% of the rural population live in absolute poverty

in other North African and Middle East Countries. Similarly, the average estimated
population living in absolute poverty in other Middle Income Countries is 20.5% for
urban areas and 35.3% for rural areas. Thus, it appears that Tunisia's rural popula-
tion in particular suffers less poverty than is the case in other reference groups

of countries.

(b) Effectiveness of GOT Economic Growth Policies

Tunisia's record of overall economic progress has thus been very good, especially
in the 1970s growth has been rapid. Growth in the agricultural sector has tended
to lag behind the rest of the economy and was responsible for limiting overall
growth particularly in the 1960s. Although unfavorable weather was largely tle
cause of this constraint, other factors including GOT policies and program
priorities also affected these trends (Section VI gives details of agricultural
sector performance).

(1) Industrialization Policies:

Since Independence, the GOT haspursued a vigorous policy of industrialization

as the key to economic growth. The approach, during the late 1950s and through-
out the 1960s and early 1970s, has been the typical import-substitution model
adopted in much of the developing world. To some extent this approach had

been successful in encouraging industrialization, but shortcomings were becoming
obvious by the 1970s and some GOT policy reorientation and liberalization has
taken place recently.
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During the 1960s, the GQT placed large emphasis upon establishing state and
cooperative industrial enterprises. Public-sector projects accounted for
over 807 of total 1961-70 investment in manufacturing. The Goverrment

focused on projects in relatively capital-intensive basic industries which

the private sector was not in a position to undertake, e.g. mining,

petroleum, water and electricity and large-scale manufacturing enterprises.
Unfortunately, many of these state enterprises suffered from relatively low
_investment return, due to the often inadequate technical and economic feasibil-
ity analysis and. to the inexperience of management. The scarcity of skilled
labor, after the departure of the French, meant low productivity with high
operation costs. The strategy did at least create an industrial base and a
pool of trained labor upon which future growth could build. However, too large
a share of resources were allocated to projects which not only failed to yield
immediate economic and financial returns, but have only doubtful prospects of
long-run viability.

In addition to state enterprises and cooperatives, the GOT introduced in the

early 1960s a system of restrictions and controls on external and domestic

trade, foreign exchange, prices, investment and credit. While some control of
imports and foreign exchange was probably unadvoidable given Tunisia's balance

of payments difficulties, the impact was to discourage private investment,

already low, in most sectors. Moreover, the excessive protection ard monopolistic
privileges conferred by the system on the state-controlled and on certain

private enterprises reduced incentives to efficiency.

The private investor in Tunisia was discouraged by a series of constraints,
delays and expenses. An enterprise required initial investment approval

and was subject to controls governing (a) access to credit, import equipment
and raw materials; (b) transfer of profits and dividends; (c) cecsts of inputs;
and (d) price regulatiors affecting profit margins.

On the other hand, those few (generally large-~scale) private industrial enterprises
that were favored by the systems enjoyed, along with the state enterprises, the
privileges of an oligopolistic and protected Tunisian market. Although protection
of infant industries is useful in getting industry started, they tend in the

longer term to encourage ineffjciences and misallocations of resources. For
example, the subsidization of capital and foreign exchange to a few priviledge
enterprises in Tunisia resulted in the distortion of factor prices and tended tc
encourage adoption of capital-intensive, (and import-intensive) technologies
despite Tunisia's large-scale unemployment.

By 1970, the limitations of this industrial strategy were becoming evident in
various trends and indicators, such as the high capital-output ratio of 4.2

in manufacturing during the 1960s, and the high cost of creating additional
employment in that sector ($100,000 per new job in constant 1966 prices).

Tunisia's rate of unemployment did not improve during the 1960s and the indust-
rial sector's absorption of surplus labor was only modest. Small-scale

enterprise, which tends to be most labor-intensive, only grew slowly, due to

the commitment of investment policy to large-scale operations, the exclusive
"growth'" orientation and the absence of vigorous stimulation of the private

sector. This situation led to a shortage of capital, especially foreign exchange,
and made access to imported machinery and equipment difficult. By the early 1970s,
the potential for import substitution had been exhausted and further growth depended
upon winning foreign markets for exports. The need to increase competitiveness and
productivity via liberalization of import and other economic controls had become
clear.
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The limited “achievements of these economic policies during the :960s led the GOT

to reorient its strategy in the early 1970s. New emphasis was placed upon
promoting export-oriented and labor-intensive enterprises and up.n encpuraging

the private sector and foreign private investors. Direct government involvement,
via the state enterprises and system of economic controls, were reduced during the
1970s. The share of Public investment declined from over 80% in the 1960s to

less than half in the 1970s..A series of legal, administrative and institutional steps
have been taken during the 1970s to progressively reduce protections and controls
and to set up machinery and incentives to promote competition and private initiative
in industry, with special reference to exporte. The continued shift in policy
crientation from a contrclled towards a market eccnomy, the drive towards more
competitive industrial development and increased export orientation has proved
highly beneficial for Tunisia. These policy shifts, in combination with other
factors such as favorable weather conditions and improved terms of trade, were
responsible to Tunisia's outstanding economic performance in the 1970s.

(2) Tourism Development

The rate of growth of tourism in Tunisia since 1960 has been one of the highest
in the world. In relation to GDP its contribution rose from 0.53% in 1962 to

a current 4%. Tourism development slacked off somewhat during the mid-1970s

due to exogenous factors, such as the energy crisis, European recession and cases
of cholera in Tunisia, and endogenous factors, such as inadequate development of
infrastructure, recreational facilities, trained manpower and marketing. The

GOT plans to reduce these internal constraints and places high priority on this
sector, which is the most significant source of foreign exchange earnings for
Tunisia. However, since tourist services require substantial imported inputs,
net foreign exchange earnings are less than the gross earnings. Due tc expansion
of domestic production to meet the tourism demand, the ratio of net to gross
foreign exchange earnings have been Increasing substantially in recent years.

The GOT offers various incentives to investment in tourisms and has also assisted
investors to obtain hotel sites.

During the 1960s the organization responsible for tourism was at first a semi-
government ageéncy, then a ministry and since 1970, an autonomous body (ONTT),
responsible for developing tourism policy, promoting development of tourism
zones, organizing tourism training and organizing tourism publicity. Credit
for hotel construction was provided first by the STB and later by the SNI and
COFITOUR.
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(c) ‘AID's Contribution to General Economic Growth

U. S. economic aid has consisted of dollar and hard currency program grants

totaling $89.1 million since the inception of the program. In additionm, a total of
$100.7 million in project loans have been made for specific interventions such as
(1) construction of the Nebana River Dam, of the Tunis Airport, of the Kasserime
Pulp Plant and of the University of Tunis; (2) the establishment of loan funds

in the industrial and agricultural development banks; (3) for railroad rolling stock
and agricultural and road equipment; (4) irrigation projects; and (5) en-

larging electricity distributing facilities. Several program and sector loans
amounting to $116.8 million have been made for import of such commodities as petroleum
products, sugar, steel bars, textiles, and agricultural machinery and for financing
commercial imports by the private sector.

Also, the U. S. has sold the GOT surplus agricultural commodities under Title 1 of
PL-480, totalling $204.4 million. Until recently, payment was made in Tunisian
dinars, and of the proceeds a significant percentage was granted or loaned back to
the GOT (104 local currency grants and loans totalling $112.8 million). In addition
there was a practice of establishing counterpart accounts in which the GOT deposited
local currency of an amount equivalent to U. S. dollar and hard currency grants for
commodity imports and certain program loans. Funds from these counterpart accounts
were released for mutually approved development projects.

The following paragraphs highlight specific AID projects that have contributed to |,
the development of industry, tourism, infrastructure (transportation, communication
and electrification) and the banking system in Tunisia. :

(1) Industrial development: -

In the late 1950s and early 1960s AID undertook several projects that assisted

in the establishment of industries. Loans were provided to establish plant
facilities for a pulp mill in Kasserine, for a demonstration ceramics factory in ~
Nabeul, for a salt production facility at Sfax and other sites and for a millwork
plant. In addition, more than 200 businesses were financially assisted by the
AID Special Revolving Loan Fund of the Societe Tunisienne de Banque which

provided sub-loans for industrial and commercial development. Technical assistance
was also provided in the form of U.S. advisors and participant training in
business and management. For example,-one project provided two investment experts
to advise the Societe Tunisienne de Banque on procedures for processing business
loan applications. Another project provided technical assistance to the GOT by
appreising industrial priorities and potential in Tunisia and by undertaking
feasibility studies for selected industries. Short-term business and industrial
training was provided for several hundred Tunsiians and longer-term training for
business careers was also provided for some to help fill thte gap created at
Independence by the departure of French business and financial elites.

(2) Tourism development:

Valued for its ability to generate foreign exchange and to create employment,
development of the tourism sector has been favored by the GOT and by AID. Growth

of tourism in Tunisia was helped greatly by AID's assistance in the transportation
field, especially in the construction of the Tunis/Carthage airport. Tourism
development in the Monastir area was promoted by AID assistance in the expansion

of roads and hotel facilities construction. Another project provided counterpart
funds to COFITOUR which provided loans and equity participation for the construction
and operation of hotel facilities and tourist-related projects.
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(3) Transportation development:

About a dozen AID projects were aimed at improvements in air, railroad, port and

road transportation systems in Tunisia. Four projects assisted the GOT in the
development of the Tunis/Carthage International Airport, by financing construction
of runways, taxiways and ramps, lighting and power, and radio and electronics; procure-
ment of fire/crash rescue and service equipment; and development of a modern
passenger terminal. Also substantial technical assistance and training were pro-
vided in all phases of airport construction and operation. AID also undertook a

port improvement project at Mahdia and several railroad development projects.
Technical and financial aid was provided for the construction of a new foundry

for the manufacture of railroad equipment cars and spare parts. Technical assistance
was also provided to the Tunisian National Railroad in the establishment of railroad
repair shop training programs and in organizing repair centers. Another four AID
projects were directed at improving construction and maintenance of Tunisia's high-
ways and roads. Loans were provided: (a) for grading, resurfacing, widening and
otherwise improving existing roads; (b) for comstruction of new roads and bridges;
and (c¢) for acquisition of highway maintenance and construction equipment. Also
technical assistance teams and on-the-job training were provided in the area of

road construction and maintenance.

(4) Communication development:

Three AID projects assisted in the improvement of telephone communications in Tunis,
Sousse, Sfax, Sbeitla, Mednine, Zarzis, Djerba, Zaghouan and several isolated
rural areas.

(5) Electrification:

Via several projects, AID assisted the GOT in the rehabilitation and expansion of
the electrical distribution system throughout the country. Two large dollar loans
amounting to $13.6 million were provided to finance procurement of U. S. elec-
trical equipment and additional counterpart funds were used to extend electric
distribution lines to numerous cities and towns.

(6) Financial institutions;

Two other important AID activities were our assistance to Societe Tunisienne de
Banque (STB), a bank newly created in 1957 which became the foundation of development
banking in Tunisia and to Bank Nationale Tunisienne (BNT). We initially allocated
1,260,000 Dinars to STB's revolving fund, and subsequent allocations brought the
total to 3,3920,000 Dinars. This activity and parallel agricultural finance
activities in connection with BNT were critical factors in growth performance

in Tunisia.



VI. AGRICULTURAL DEVELOPMENT

(a) Progress Towards Agricultural Development Goals

Narrowly defined, progress towards agricultural development might be measured by
examiring trends in agricultural production. More broadly, an assessment of
agricultural development performance should also look at related objectives

such as achievement of food self-~sufficiency, prevention of envirommental
degredation and promotion of equity within the sector. The following paragraphs
outline Tunisian performance in these areas since Independence.

(1), Agricultural and food production:

Although agricultural production statistics for Tunisia vary from source to source,
there is general agreement that agricultural production grew very slowly during

the 1960s and improved considerably during the 1970s. FAO estimates indicate that
agricultural production in Tunisia grew by an average annual rate of 1.47% during

the 1960s and by 6.4% during 1970-76. Food production growth performed similarly,
growing at an average annual rate of 1.3% during the 1960s and 6.5% during 1970-76.
Production of cereals, influenced more heavily than other crops by the poor rainfall
of the 1960s, actually declined by -1.07 per year during the 1960s but then improved
remarkably by an average annual growth rate of 7.9% during the 1970s.

The combination of rapid population growth and poor production performance during
the 1960s, resulted in average annual declines in per capita production of -0.6%,
-0.7% and ~3.07% for agriculture, food and cereals respectively. Per capita
production during the 1970-76 period improved considerably, growing at annual
average rates of 4.0, 4.1 and 5.5 for agriculture, food and cereals respectively.

Tunisia's recent performance in per capita food production compares favorably with
other reference countries. For example, Tunisia's index of food production per
capita (1969-71=100) for 1977 was 125 compared to an average index of 91 for

other North Africa and Middle East countries and of 104 for other Middle Income
countries.

The slow progress made in agricultural production during the 1960s and the rapid
recovery of the 1970s was due in large part to climatic causes. During the 1960s
draughts and floods occurred in Tunisia with unusual severity, adversely affecting
production, whereas weather during the 1970s has been exceptionally favorable.

(2) Enviromnmental protection:

A major problem in Tunisan agriculture is the steady degradation of productive land
due to erosive heavy rains, occasional sandstorms and overgrazing. FAO statistics
on land utilization shows an increase in unproductive (desert) land area from

7,206 thousand ha. in 1961-65 to 7,346 in 1976. This confirms a World Bank
estimate that desert encroachment during the last two decades has continued at an
alarming rate of about 10,000 ha. per year, despite large-scale GOT prevention
programs.

(3) Distribution issues:

" Disparities between thg agricultural and non-agricultural sectors of Tunisia are
significant. The 1975 consumption survey indicated that average per capita expendi-
tures in the agricultural sector were only $270, compared to the national average of
$360. Whereas about 337 of the total Tunisian population had per capita expendi-
tures below $200, within the population dependent upon agriculture, 437 were below
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the $200 per capita expenditure level.

Within the agricultural sector inequities in land distribut '

Private land holdings in Tunisia are characterized by a lar;:nnz;:e:qulﬁZaiiriking.
farmers and a small number of large farmers. Land has become increasingly
concentrated into large land holdings; whereas in 1961 about 28.8% of the total
land area and 1.6X of the farms were over 100 ha. in size, by 1976 farms over

100 ha. in size accounted for 34.6% of the total land area and 1.9% of the farms.

Not surprisingly, surveys on the utilization of modern farm inputs show a
progressive increase in the proportion of farmers using fertilizer and mechanical
traction as farm size increases. All farms over 10C ha. reported using these
inputs. Nevertheless, small farmers also appeared progressive in the use of these
modern inputs, with the major constraint being lack of credit. Small farmers were
found to be less ready in their adoption of high yielding wheat varieties, particul-
arly in soft wheat, becuase of the increased risks involved in planting these
varieties. Small farmer access to agricultural credit in Tunisia has been limited
by factors such as lack of clear title to land and by poor repayment rates that

make such credit programs inefficient.

{bt) Effectiveness of GOT Agricultural Development Efforts

This section examines the effectiveness of various GOT agricultural programs and
policies in meeting agricultural production and equity objectives. Major areas
of govermment intervention have included: (1) agrarian reforms, (2) public
investment policies, including development of irrigation systems, (3) policies
and incentives for private investment, including credit policies, (4) price and
marketing policies, and (5) government agricultural services such as research,
extension and education.

(1) Agrarian reforms:

Agricultural production and also possibly equity objectives suffered from the
sweeping institutional reforms of the 1960s. The early 1960s saw the acquisition
of foreign owned lands and subsequent formation of state-cooperative farms. The
immediate effect, of the nationalization of the large colonial holdings was a drop
in production as the foreign farm managerial and technical staff departed. While
controlling some of the best agricultural land in Tunisia, these state and cooper-
ative farms suffered inefficiencies caused by lack of qualified managerial and
technical staff and from an overly centralized management structure that failed

to consider local conditions and incentives. As a result, agricultural production
on these farms was disappointing and even required heavy GOT subsidies.

Despite these negative experiences, a program to further accelerate the formation
of cooperatives extending to private land holdings began in 1969. Over a four
month period, cooperatized land increased by 60%, reaching a maximum when nearly
one-third of all agricultural land (including virtually all land suitable for
cultivation) had been cooperatized. However, there was a sharp, adverse reaction
from private farmers to this new policy; there was significant livestock and equip-
ment liquidation as farmers resisted bringing their assests into the cooperative
structure. Indeed, the resistance was so severe that the GOT reversed their policy
in September 1969, allowing former private farmers to withdraw their land from the
cooperatives; the land area cooperatized declined by 66%Z as a result. The impact
of the cooperative movement upon production was adverse, because of the large

scale capital disinvestments, livestock reductions, and reduced seénse of security



among farmers. It also appears to have had a negative affect upon equity as many
small farmers who lost their production capital were forced to rent or sell their
land to larger farm operators.

Nevertheless, the GOT learned from this experience and in the 1970s there has been

a resurgence of the private sector supported by new government policies and agricul-
tural production has revived. As part of the policy reorientation, the govermment
has divested various land holdings by sale to individuals and the rele of the

public sector in agriculture is greatly reduced in the 1970s.

(2) Public investments:

Public investments in agriculture have been made in areas such as water development
and irrigation, machinery purchases, reforestation and erosion control, drainage
facilities, tree plantings and livestock improvement. Unfortunately, some of

these public investments have suffered from marginal or much delayed productivity.

The land area equipped for irrigation has increased in Tunisia from some 65,000 ha.
at Independence to a current 144,000 ha. Of this, some 59,000 ha. or 41% was
developed by the state (referred to as Public Irrigation Perimeters or PPIs).
However, the actual area irrigated is less than the area equipped for irrigation
and evidence suggests that utilization is far lower in the public irrigated peri-
meters (507 utilization) than in the privately irrigated areas (80Z utilization).
Reasons for the lower utilization in the PPIs include (a) high salinity content

of the water, (b) unsatisfactory on-farm developemnt and maintenance of irrigation
and drainage works, (c) lack of experience of the farmers in producing irrigated
crops and (d) unsettled land tenure questions limiting access to credit and
inputs.

Large-scale public investments were also made during the 1960s in reforestation

and erosion control as part of the LCSD Food for Work program. While these
programs were successful in their objective of alleviating unemployment, they
suffered from low productivity. Poor choice of tree varieties, lack of soil
testing and improper care of young trees led to a high failure rate among the

trees planted in the program. Also many were lost as the local population used
them for livestock feed or firewood. Similarly, problems such as low quality
construction, lack of maintenance and lack of cooperation from the local popula-
tion limited the impact of the terracing, contouring and other erosion control
programs. '

Public investments were also made in large scale plantings of olive and fruit
trees during the 1960s. These investments were by their nature not immediately
productive; they are only now beginning to mature and produce.

(3) Policies and incentives for private investment:

The structure of the Tunisian agricultural credit system 1s complex with several
Government and quasi-8cvernment sources of credit to farmers. Medium and long-
term credit for equipment, cattle and machinery has been extended by special
agricultural funds financed through the GOT budget or foreign aid (notably AID
funds) and administered by the National Bank of Tunisia (BNT, formerly the PNA).
Access to these subsidized credit sources were historically limited to the
cooperatives or larger private farmers. By 1975 only about 157 of all farmers had
access to institutional credit. However, since 1976 the GOT and BNT have initiated
new credit policy measures that will increase credit servicing to small farmers.
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Short-term or seasonal credit to farmers has been provided by local Mutual Credit
Banks (CLCMs). Special short~term or in-kind credit programs have also been
available from various agencies, such as the Office of 0Oils, the Cereals Board,

the Office for the Development of the Lower Medjerda Valley (ONVVM), the Live-

stock Office, the Bureau of State and Land Management and others. Small farmers
have tended to have better access to these types of credit. A major shortcoming

of many of these credit programs in Tunisia has been poor loan recovery rates that
have required continued GOT underwritting. The situation may become less burdensome
as a result of recent rationalization of credit policies, such as increases in the
interest rate and more emphasis upon supervised credit.

(4) Price and marketing policies:

In addition to the encouragement of agricultural production by providing farmers
with low cost credit from public sources, the GOT has also heavily subsidized

the bulk of agricultural inputs and imports by direct price measures. The price

of chemical fertilizers, pesticides, herbicides, high yield variety seeds, machi-
nery, and other inputs are all held down to some extent by subsidies which
represent a large financial burden to the GOT budget. Unfortunately, much of these
investment incentives are undercut by the GOT's control of agricultural product
prices. For major commodities, including cereals, olives and grapes, producers
prices are fixed, reflecting the GOT's concern with stablizing the urban cost of
living in spite c¢f the disincentives these policies may have in discouraging growth
of the agricultural sector. The price equalization fund, used to subsidize

margins between prices at the level of production and retail and to subsidize some
farm inputs, has represented a drain of 37.6 million Dinars in 1975 and 30.4 million
Dinars in 1976. 1In light of the price trends (of increasing input prices and fixed
product prices) it is surprising that agricultural production performance has been
so good in the 1970s. This suggests increases in productivity, perhaps due to
adoption of new cereal varieties and to favorable weather conditions.

(5) Research, extension and education:

Having already invested heavily in production infrastructure, the GOT must now turn
increasing attention to strengthening education, research and extension to improve
performance and producitvity in agriculture.

Agricultural education, the responsibility of the Ministry of Agriculture, takes
place at four levels; academic, semi~academic, secondary and vocational. While
performance in terms of quantities of graduates has been impressive, basic
questions remain about its effectiveness. Problems in these agricultural schools
include (1) curricular that are too academic and theoretical in approach, (2)

a low quality of students attracted to agriculture as a career, and (3) particul-
arly at the vocational level, a high level (70-80%) of graduate unemployment.

The role of agricultural research is the development of ''extendable" technological
packages that will increase the productivity and disversity of both commercial

and subsistence farmers. The role of the extension service is to assure that

the research, credit and marketing information is utilized by the farmers. Most
agricultural research takes place at the National Institute of Agronomic Research
(INRAT) and the specialized forestry and engineering institutes attached to it,

but numerous other agencies and institutions are involved in specialized branches

of research. There is a need for greater emphasis upon applied research that
addresses actual problems facing Tunisian farmers and tied to development priorities.
The only specilaized extension agency in Tunisia is the Extension Division of the
Agricultural Production Directorate in the Ministry of Agriculture. However, there
are a large number of other agencies providing extension services, including the
Cereals Board, OMVVM and PPI, the Livestock Board and the OTD. Hence, the ministries’
extension services cover most agricultural areas, but rather sparsely, with an



average ratio of ome agent to 1,200 farmers.

(c) AID's Contribution to Agricultural Development

AID's largest and most sustained efforts in Tunisia have been in the area of
agricultural development and envirommental control. Through a number of
agricultural program loans, AID provided Tunisians with the foreign exchange
required for importing agricultural equipment, machinery and other agricultural
inputs. Important technical and financial assistance was also provided for the
establishment of the agricultural credit system in Tunisia in the late 1950s
administered by a National Bank of Agriculture (BNA; today the BNT). AID's
financial assistance in support of agricultural credit throughout the 1960s
amounted to nearly $20 million; i.e. approximately 50% of Tunisia's available
BNA agricultural credit. Over 200 thousand people are estimated to have
received agricultural loans from the AID financed agricultural credit funds.
However, the activities of the BNA and the AID mission were not geared to small
farmers but rather to the goal of increased agricultural output. The BNA loan
policies excluded farmers with small holdings or those who lacked approved title
to land. In a current project, AID is assisting in the implementation of a
supervised credit program aimed especially at small farmers.

Assistance under the PL-480 Title II program provided payment in kind for -an average
of 125,000 laborers during the 1960s and early 1970s under the Food for Work
program; much of the GOT's efforts in soil conservation and reforestation programs
were carried out by this labor pool. Unfortunately, most studies conclude that

the productivity of these programs were low because of poor planning and main-
tenance and because of lack of local population support for the programs.

In addition to these programs, AID also assisted agricultural development by
_ financing a series of agricultural and related environmental improvement
projects.

Highlights of the contributions made by completed AID projects include:
(1) Reforestation - 6 projects were undertaken to assist the GOT

Forestry Service in the reforestation of about 500,000 ha. and
in the establishment of forest nursery centers.

(2) Flood Control and Relief - 6 projects provided flood protection
measures for urban areas and 4 other projects provided assistance to
flood victims and emergency reconstruction of flood damage.

(3) land Reclaimation - 7 projects assisted in the construction of
drainage systems and another 6 projects assisted in soil
conservation measures such as terracing, contour cultivation,
wind breaks and tree plantings. In total, well over 500,000
ha. of land were reclaimed by these projects.

(4) Irrigation - 20 projects provided for the construction of irrigation
systems and ground water resources development throughout Tunisia.
These AID projects were responsible for increasing irrigable 1ands
in Tunisia by roughly 40,000 ha (i.e. more than one quarter of all
irrigable land).
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Water and Soil Surveys - 5 projects assisted the GOT in completing
detailed hydraulic and geologic surveys and studies assessing
agricultural potential throughout Tunisia.

Poultry and Livestock Production - 4 prejects assisted the GOT in

efforts to improve poultry and livestock production by providing
technical assistance and participant training, establishing demon-
stration and production centers and purchasing equipment, breeding
stocks and commodities.

Crop Production - 7 projects assisted the GOT in efforts to

improve crop yields and diversify cropping patterns. Most
notably, these projects aimed at increasing the adoption of high
yield varieties of soft wheat and at improving the practices and
production of irrigation crops such as vegetables, fruits, and
other tree crops.

Agricultural Education and Extension - 4 projects assisted in the

construction of 26 secondary level agricultural schools and another

.project was designed to strengthen the establishment and development

of the agricultural extension system in Tunisia.
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