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TUNISIA 

COUNTRY PROGRAM PAPER 

CONFIDENTIAL 

DECLASSIFIED 

APR 0 8 2013 
WBG ARCHIVES 

64. Tunisia's Country Program Paper for 1972 was re·vf.ewed in the 
President 1 s Office on October 16, 1972. The overall lend:i.ng program 
of $170 million for the five-year period ending in FY 1978 and the 
operations program amounting to $215 million for this period were 
approvedG Because of the impro·vement in Tunisia 1 s economic performance 
during 1971 and 1972 and prospects for future years, the IDA allocation 
for FYs 1974-78 was reduced to $40 million with $12 million for FY 1974 
and $7.0 million per year for the subsequent four fiscal years. 

65c Because of manpower constraints the Bank should attempt to finance 
larger projects in Tunisia and to reduce Sllaultaneously the total number 
of projects in the operations programa 

66o The sectoral composition of the ,operations program was approved 
and the reinstatement of a phosphate project for 1974 noted. The follow
ing changes from the proposed program were agreed: 

(a) the second railway project would be postponed until 
FY 1 975. At the same time, the Eank should toughen 
its position concerning the implementation of the 
first project J 

(b) the second power project covering rural electrification 
and distribution should be maintained in the program 
for FY 1974 only if manpower is available within the 
EMENA region. 

67. The high priority of the rural development project was noted and 
the President asked to be informed on its details, particularly the credit 
cl:tst,ribution scheme, as soon as this became available. 

GB ~ More generally,· Mr. McNamara requested the l .. egional office to 
estaclish a five-year manpower program. The purpose would be to determine 
manp~rar availabilities and requirements in relation to the propoced 
op~rations program for each countr,y in the region. He also asked P&B to 
initiate the action required to establish such a program for all operating 
units of the Bank Group. 

Alitachmants 
Revisr::!'d~Aitachment 1 , page 1 
Revised Attachment 4 

Europe, Middle East and North Africa Region 

Novembar 14, 1972 



CONFIDENTIAL 

October 11, 1972 

COUNTRY PROGRAM PAPER 

TUNISIA 

IBRDLIDA Lending Program (US$million } 

FY 64-68 FY 69-73 FY 74-78 

1972 Population 5.4 million IBRD J4.o 137.3 ; 120!_0 

1971 Per Capita GNP $282 IDA 19.0 45.8 5o.o 

Current Population 
Growth Rate 

Current Exchange 
Rate 

(1966-72) 2.6% Total 53.0 

Operations Program 
D 0.484 US$1 

183.1 170.0 

215.0 

Annual Average Per Capita (US$) 

IBRD/IDA 

IDA 

A. CO UN TRY OBJECTIVES 

Political and Social Setting 

2.25 

o.81 

7.00 

1.75 

1. Since its independence in 1956, Tunisia has enjoyed a 
high degree of internal political stability under the leadership 

5.90 

1. 73 

of President Bourguiba. The President has shared only a fraction 
of political authority with the Destour Party and continues to re
tain effective control of political power. 1·Jhile until recently 
the President and his government have enjoyed wide popular support, 
this is less true today. There are signs of growing disenchantment 
ste~ng first from insufficient improvement in individual we~fare 
and secondly, from the fact that political power remains in the 
hands of President Bourguiba and a small group of personal friends 
and close supporters surrounding him. 
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2. In the late sixties, Bourguiba's declining health raised 
the issue of succession and created demands for political liberali
zation which led to some presidential initiatives in 1970. These 
were endorsed by the Eighth Congress of the Party in October ' l971. 
However, the President subsequently became increasingly reluctant 
to accept any political reforms which would reduce his personal 
powers. He ignored the election of the political bureau by the Party 
Congress, thus encouraging opposition from withinthe Party and p erso
nal manoeuver:ing and rivalries within the goverrunent. Up to now, 
disagreement on political liberalization has not affected progress 
towards economic liberalization. There appears to be general agree
ment in government and business circles that economic liberalization 
is sound and that it can provide the only basis for Tunisia's deve
lopment. Nevertheless, the disagreement on political reforms has 
affected and will continue to affect the choice and tenure of indi
vidual ministers, which must inevitably result in changes and in the 
pace of decision-making. 

3. Tunisian society has undergone a profound economic and 
social transformation but a significant gulf remains between the 
relat.ively :nich conununities of Tunis, the Sahel and Sfax on the one 
hand and the rural population of small and medi1.Dll-size farmers 
particularly in infertile and semi-desertic areas in the center 
and south, on the other. This is accentuated by the concentration 
of political, governmental and business activities in Tunis and 
to a lesser extent, Sousse and Sfax. This situation, with its 
accompanying social attitudes, has its counterpart in the civil 
service where a bureaucratic and technocratic layer of senior civil 
servants still retains considerable nostalgia for the direct pater
nalistic role allocated to the State in the policies pursued up to 
1969. 

4. In the external field Tunisia. entered an association agree-
ment with the EEC in 1969. Negotiations on broadening the associa
tion to include financial and technical assistance are due to start 
in the fall of 1972. Tunisia is seeking a greater European involve
ment in the Mediterranean basin and in North Africa and has improved 
relations with Arab countries, in particular with Algeria and Libya. 
It is an energetic supporter of the somewhat vague concept of a 
Maghreb union but there has not been any concrete achievement. Yet, 
many differences exist between the moderate, western-oriented 
Tunisian regime and its neighbors. This political moderation is a 
major reason for the large amounts of aid granted to Tunisia. Aid 
policies and coordination are reviewed by the Consultative Group 
which meets annually under IBRD chairmanship. 

Development Experience 

5. The main development objectives of the government were 
embodied in the 1961 "Ten-Year Perspective" which provided for 
(a) the Tunisification of the economy, (b) promotion of equal 
opportunities for all citizens, the improvement of living stand-
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ards and more equitable distribution of income, (c) implementa-
tion of wide ranging structural reforms designed to remove the exist
ing imbalances between different sectors of the economy and reg~ons of 
the country, and (d) achievement of a stage of self-sustained growth by 
1973. The government sought to achieve these objectives through the 
planned development of the economy within a framework of three medium
term development plans (1962-64, 1965-68 and 1969-72). 

6. In terms of macro-economic aggregates, some results are impres
sive. Investment doubled from D 84 million in 1961 to D 171 million in 
1971, and the investment rate increased accordingly from 18 percent of 
GDP in 1961 to 22 percent in 1971 averaging 21 percent over th~ period. 
Domestic savings have risen from 7 percent of GDP in 1961 to 19 percent 
in 1971. The increase in savings has substantially reduced ·runisia 1 s 
dependence on external borrowing from almost 60 percent of investment 
in 1961 to barely 20 percent in 1971. In contrast to this rise in 
investment and savings,the growth in output has fallen considerably 
short of the targets in almost all sectors of the economy, with the 
notable exception of petroleum and tourism. The overall growth rate 
was 4 percent per annum by comparison with an average rate of 3 to 
3-l/2 percent prior to 1961 and a target rate of growth of 6 percent. 
The exceptionally high capital output ratio implied by these results is 
a reflection of both poor harvests and misallocation of resources: 
in particular, excessive emphasis on social and administrative 
infrastructure, a number of uneconomic investments in public enter
prises, and discouragement of private sector initiative in nearly all 
sectors except for tourism. Furthermore, an annual population increase 
of 2.-5 to 2.8 percent resulted in an actual 1.2 to 1.5 percent growth 
rate in per capita income. 

1. Disenchantment with lack of improvement in livli1g standards, 
dissatisfaction with economic policies and opposition to compulsory 
expansion of the cooperative system came to a head in 1969. This led 
to a re-examination of development policies and the formulation of a 
new strategy. This strategy, presented by the Prime Minister in 
November 1970, redefines the role of the government in the economy. 
Prime responsibility for economic activity is largely to be given to 
the private sector, while the govenrument will provide only indirect 
support through promotion and incentives. 

8. Substcm.tial progress has been made in reducing government 
controls by streamlining import and foreign exchange procedures, 
effectively liberalising imports of raw materials and spare parts, 
eliminating delays in review of irwestment proposals and discontinujng 
price regulation in a wide range of goods. Taxes on exports have been 
discontinued and an impressive range of incentives provided to encourage 
foreign and domestic investors to export and to invest in export
oriented i .ndustries. Some progress has also been made toward the finan
cial reorganization of three or four state enterprises, including appro
val of an expansion program for the iron and steel company and a mana
gerial reorganization of the large state-owned textile company. The 
phosphate company's problerrt:J remain under study. 
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9. The change in policies in 1970 was followed by a sub-
stantial recovery of the econo~ in 1971 and 1972; GDP rose by 
about 9 percent in 1971, compared with 3.5 percent on average in . 
the two preceding years, and the government expects an increase of 
almost 20 percent in 1972. This recovery has been partly due to 
favorable weather conditions for agriculture and record olive and 
cereal crops, partly to higher profits from petroleum production 
due to the increase in posted prices for Tunisian crude, partly to 
the revived confidence and initiative in the private sector, par
ticularly in industry and tourism. Given the expected increases 
in output, the average annual rate of growth for the whole period 
of the Third Plan (1969-72) is now forecast at 10 percent compared 
with the target rate of 6.5 percent. Total investment in the four
year period is expected to reach D 676 million, compared with the 
Plan target of D 607 million. This would result in an average 
capital output ratio for the Plan period of 3:1, an important re
duction compared with the much higher ratios in the 1960s. In all 
sectors except agriculture the target rate of growth will have been 
exceeded, particularly in petroleum, manufacturing, transport, tele
communications and tourism. 

10. Mbst striking is the emergence of petroleum, tourism and 
workers' remittances as major sources of foreign exchange earnings 
and the parallel improvement in the overall balance of payments and 
external debt situations. Be~ween 1962-71 foreign exchange earn
ings have increased at an annual rate of 11.4 percent~ compared with 
9.2 percent for imports. This has led to a gradual reduction in 
the current account deficit since 1965 and, together with the con
tinued high level of external aid, has permitted a rebuilding of 
foreign assets to the record level of D 80.7 million at the end of 
1971, equivalent to over 5 months of merchandise imports. In net 
terms, the position has changed from a traditional net liability 
up to 1969 to a net asset of D 52.3 million at the end of 1971. 
Gross external borrowing has tripled since 1962 and, despite con
cessionary terms, amortization charges have jumped from D 1.3 mil
lion in 1962 to D 23.0 million in 1971, to represent about 25 per
cent of gross capital inflows. vlhile the external debt service 
ratio rose to a level of 22 percent in 1970, the increase in foreign 
exchange earnings reduced the debt service ratio in 1971 to 18.5 per
cent, and it may be expected to fall further. 

Major Economic Issues 

11. Development during the seventies will depend on the degree 
of success in tackling the following difficult and inter-related 
problems: 

-y' in current prices 
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(a) moving further in liberalizing imports, and investment 
decisions and reducing the government's role in deter
mination of prices; 

(b) increasing the proportion of production-oriented 
investment; 

{c) improving domestic resource mobilization; 

(d) creating additional employment and improving 
income distribution. 

12. Progress in liberalizing the system of administrative controls 
and regulations, and in encouraging the private sector has been quite 
impressive but has stopped short of 'What are probably the fundamental 
issues, namely: 

(i) the freeing of private investment decisions from all but 
purely for.mal control by government agencies; 

(ii) tije abandonment of price regulation, particularly 
the practice of evaluating prices on the basis of 
cost plus; 

(iii) the revision of the present system of protection of 
domestic industries based on quantitative import 
restrictions, in favour of temporary tariff advan
tages. 

The government is committed to further steps in this direction but 
anticipates difficulties in implementmg its proposals, in particular 
due to the lack of viability of small manufacturing fir.ms and the 
repercussions of liberalization on prices and the cost of living. How
ever,measures can be taken to assist the majority of fir.ms to reorganize 
their production on a competitive basis and prices could be freed on a 
phased program associated with further import liberalization. The prin
cipal obstacle to progress is likely to be the opposition of existing 
producers and the reluctance of government administrators to abandon 
traditional controls. 

13. One of the important reasons for the short fall in growth is 
the nature and composition of investment. Particularly, a .major 
part of investment was not clearly oriented toward increasing product
ion within specified t~e periods. Greater effectiveness of investment 
outlays requires a considerable shift away from infrastructure and a 
better balance between private and public investment. This m turn 
would be encouraged by a more competitive market-oriented economy.. In 
addition, the government will need to make an important effort to 
develop promotional machinery and provide the private sector with 
market research, training and extension serviaes and the means and 
know-how for developing and rationalizing the existing industrial base. 
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14. Domestic savings have increased impressively from 7% of 
GDP in 1961 to 19% in 1971 with a further increase to over 21% 
expected in 1972. Workers remittances have also become an important 
source of additional savings. Because 1972 is an abnormal year; in 
tenns of its exceptionally high GNP growth rate and 1arge inventory 
accumulation, ·it is not likely that the high savings rate estimated 
for this year can be sustained in the years immediately ahead. 
However there is scope for significant institutional improvements of 
a sort .:mich could help the longer tenn growth of savings and greater 
efficiency in their use. While the establishment of a capital market is 
still ·in. its .. l.!lfan~y, steps could be taken_ ji9_ ~~~0~9-ge ... incorporation of. 
family concerns and the broadening of participation in corporate con
cerns. Measures could also be taken to improve public savings and deve
lop domestic long-ter.m borrowing, including a revision of the interest 
rate structure. With the rapid growth in GNP and petroleum revenues in 
1971, government current revenues have shown an 11 percent increase 
despite a reduction in some tax rates and elimination of some other 
taxes. Underlying the long-ter.m problem of government and public enter
prise savings, however, are three basic issues: the need to modernize 
and improve the system of taxation, the desirability of a detailed eva
luation of the present claims of government ministries and departments 
in relation to the services required of them, and the disappointing 
contribution to public savings of state enterprises which, in certain 
cases, are a serious cause of financial disequilibrium (notably the 
phosphate company and the railways). The government has undertaken a 
thorough review of the tax system including the customs tariff. It 
now plans to progressively introduce a new customs tariff and a number 
of re~or.ms designed to stimulate productive activities, encourage 
~xports and investments, and particularly reorganize state enterprises. 

15 • Until 1971 per capita income remained virtually unchanged and 
disparities between the standard of living of various parts of the popu
lation have widened. There is no overall prices and incomes policy but 
the government had done much to establish minimum living standards through 
minimum wage legislation and price controls on staple commodities. It 
advocates improved income distribution but neither fiscal policies nor 
investment policies nor the administrative allocation of resources have 
worked to this end. The movement of workers abroad which has now reached 
about 20,000 per year and the governments work relief program, particularly 
betweenl962 and 1970, have helped to avoid a serious unemployment problem 
emerging. For the future, there appear to be two important requirements for 
government action which are not yet embodied in official policy: first, 
the development of regional plans which would create regional centers of 
activity and strengthen the economic basis of the regions; second, measures 
to maintain existing employment while increasing job opportunities in the 
regions and in particular in rural areas so as to slow down migration into 
urban areas with the resulting increase in urban unemployment. The govern
ment has tr~ed, somewhat unsuccessfully, to promote isolated projects in 
the regions by locating a few industrial plants and the new Port of Gabes 
in areas requiring additional support but it has no clear policy on these 
issues at present~ The need for supporting infrastructure and other acti
vities has not been met. Employment creation is a fundamental objective in 
the government's development program. It is closely associated with the 
strategy of allocating the bulk of investment resources in the coming Fourth 

· Plan period to non-agricultural productive activities. Yet,in our view, 
the problem i ·S unlikely to be resolved without a balanced program based on 
regional resources, predominantly agricultural, and employment needs. 
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Prospects 

16. The government appears determined to proceed furthe.r with 
the economic reorientation and considers the 1973-76 development 
plan as a major instrument for this purpose. The new development 
plan is not yet complete. According to preliminary indications, 
the main quantitative objectives are likely to be a growth rate of 
GDP of 6.5 percent per year, an aggregate investment of Dl,OOO mil
lion and the creation of some 30,000 jobs per year, and net emigra
tion of 20,000 per year. The government plans to expand the rate 
of growth of private consumption, to reduce dependence on external 
finance to 20 percent of investment and restrict borrowing within 
a 20 percent debt-service ratio. These objectives appear 
to be generally consistent with recent experience, subject to pro-
gress in dealing with the problem issues referred to above, and bar
ring harvest failures, the economw should even be able to grow at a rate 
of about 7 percent per year in the immediate future. The achieve-
ment of such a target will depend strongly on increasing the propor~ 
tion of production-oriented investment, particularly in agriculture 
and industry, and on the degree of participation of private inves-
tors, including foreign. 

17.. The outlook for the balance of payments until 1977 is in
fluenced strongly by petroleum and tourism. In addition to the fa
vorable impact of the 30 percent rise ~ oil prices in 1970/71, fur
ther foreign exchange gains will result from the projected expansion 
of petroleum output from 4 million tons per year at present to 6.5 
million by 1974. other commodity exports will depend to a large 
extent on new sector policies in agriculture and manufacturing, which 
will be slow in maturing, and are therefore unlikely to expand fast. 
On the other hand, receipts from tOurism can be expected to douQ~e 
again in the next 4-5 years. Overall, exports of goods and NF~re 
projected to increase at a rate of about 10.5 percent per year. Im
port demand can be expected t.o rise at about the same rate. 
On these assumptions, the resource gap could be exPected to increase 
from $45 million in 1971 to a peak of about $91 million in 1973 and 
then to fall off until 1976 when it can be expected to start climb-
ing for a while, as the immediate potential for exports is taken up. New 
discovery of oil deposits, continued development of tourism and suc
cess in achieving a high growth rate f 8r agricultural production and 
man1uacturing exports could alter the picture of export earnings. 
Similarly, faster liberalization of imports, or expansion of inves t 
ments may widen the resource gap. In the circumstances, it is dif
ficult t,o assess total foreign and capital requirements in the late 
1970s with any degree of certainty. The Bank projection reflects 
the Governraen t 's insistence on liberalizing trade and investme~t and 
the need for an increase in private consumption expenditure but t.hese 
factorswill need to be kept under control, particularly in the late 
1970s. In the meanwhile, the Governmen t will need to develop new tech
niques for controlling demand. 

~ at current prices 
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~~cro-Econamic Indicators 

Can pound 
rate of 
growth/ 

Actual Average 
1971 1972 1973 1976 1977 1972-77 

National Accounts ~ 

GNP ($ Mil.) 1724 2051 2914 2158 2325 ·2479 2653 7.4 
Population (millions at 

mid-year) 5.23 5.36 5.49 5.63 5.11 5.92 6.~ 2.5 
Gross Investment 382 521 456 488 534 559 602 7.9 

% of GDP . 21.7 25.0 22.3 22.3 22.6 22.2 22.4 • 
Gross Domestic Saving 337 446 367 428 460 504 533 8.1 

% of GDP 19.2 21.4 18.0 19.5 19.5 20.0 19.8 • 
Resource Gap 45 77 89 10 64 56 69 7. 4 

% of GDP 2.5 3.1 4.4 3.2 2.7 2.2 2.6 • 

~~ernal Finance £( $ million 

Exports of Goods anq NFS 423 513 521 583 649 708 772 10.5 
Imports of Goods and NFS 468 590 612 654 717 768 848 10.4 
Net Factor Incane. Payments 29 29 31 ;i 38 41 41 5.9 
Deficit on Goods and Services 74 196' 122 1Gb 151 117 • 
Minus: Direct Investment 27 28 34 37 40 44 48 1 o.o 
Plus: Changes in reaerves 

less private transfers 75 50 3 12 19 19 1 • 
Equals: Net Inflow of 

Medium ~ Long-Term Capital 122 128 91 81 85 76 71 • 
Plus: Amortization 52 65 57 58 60 67 74 6.1 
Equals: Gross Inflow Loan 

Capital 174 193 148 139 145 143 145 -5.1~ 
External Debt Outstanding c/ 557 625 693 758 829 893 953 9.4 
Ilebt Service Ratio ~ - 18 17 17 16 15 15 16 • 

y In millions US$ at 1971 constant prices adjusted for changes in the external terms of trade, 
exchange rate of Dinar = $2.08. 

£1 In millions US$ at current prices; (an inflation rate of· about 2% is assumed for both 
imports and exports.) 

c/ Excluding undisbursed • 

.J In percent of exports of goods and N.FS. 
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18. Assuming the continuation of aid at the present level 
but on hardening tenns from 1976; and, fu.rthennore, that (a) 
oil production will rise to 6.5 million tons per year by 1974J 
(b) the phosphate industry will be rehabilitated and expanded · 
slightly; (c) the economy will grow at a rate of about 1.0 
percent per year; (d) investment will average $500 million per 
year during the Fourth Plan period; and (e) imports and exports 
would grow in current prices at a rate of about 10.5 percent 
per year, cthe gross capital requirements would amount to about 
$185 million per year during 1973-77, compared with a figure of 
$201 million in 1971. 

19. Underlying these projections are also the assumptions that 
better allocation of capital than in the past will be achieved, 
i.e. that efforts will be made to identify and develop production
oriented projects in agriculture and industry and to allocate 
larger resources in order to contain rural migration and unemploy
ment. The projections also imply that Tunisia should be in a po
sition to carry an increasing volume of aid on conventional terms. 

B. EXTERNAL ASSISTANCE 

20 During 1960-71, Tunisia's gross capital inflow has total-
led some $1,700 million. This consisted of $175 million in direct . 
investment, $415 million in private credits, $415 million in grants 
and $700 million in loans. Direct investment has been made primari
ly. in the petroleum and tourism sectors and whilst investment in 
tourism has tended to decline, that in the petroleum sector has in
creased due to more intensive exploration and the exploitation of 
recently discovered deposits. It has increased from a low average 
of about $6 million at the beginning of the decade to some $25 mil
lion per year at the end. Private credits, essentially for financ
ing government short and medium-term needs and investments in state
owned enterprises have increased to a maximum of $57.0 million in 
1965 whilst repayments also reached a peak of over $42 million in 
1967. Since then, the government restricted recourse to private 
credits and the amount has fallen to an average of about $40-45 mil
lion per year. 

21. Tunisia has always enjoyed a high level of official grants, 
about)S percent of which has been for technical assistance primarily for edu
cation. The total has been increased in the past few years due to 
flood relief and food deliveries to cover Tunisia's food deficit. 
Grants declined in 1971 to $39 million or 31 percent of net aid 
because of the better harvest and may be expected to decline further 
as agricultural output is diversified and foreign teachers are re-
placed by Tunisian graduates. 
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CAPITAL REQUIREMENTS AND SOURCES OF FINANCING 

1973-77 (US$ Million) 

Reguirements: 

Deficit on Goods and NFS 
Net Factor Income Payments 
.Increase in Reserves less 

private transfers, e&o 
Amortization 
= Gross Capital Requirements 

Sources: 

Direct Investment (net) 
Official Grants 
Medium and Long-term Loans 

Of which: 

World Bank GrouE 
IBRD 
IDA 

Bilateral 
u.s. 
Germany 
France 
Other gj 

Private 

J! At $2.08 = D 1 exchange rate. 

gj Includes ADB and E.E.C. 

1971 
Actual 1( 

45 
29 

75 
52 

201 

27 
38 

136 

19 
i4 

5 

71 
27 
10 
10 
24 

46 

Projected 1973-77 
Total Annual Average 

368 74 
187 37 

53 11 
316 ~ 924 

204 41 
74 15 

646 129 

186 37 
i2b 25 

60 12 

312 62 
100 20 
53 10 
53 10 

106 22 

148 30 
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22. The major capital inflow in the period 1960~71 has been 
from public loans, 80 percent of which have been from bilateral 
sources; these have recently averaged about $70 million, the re
cent increases in loans from Germany and France offsetting the drop 
in u.s. loans. The latter now appear to have levelled off at about 
$25 million per year. German loans at about $10 million and those 
from France slightly higher. Other lenders, accounting in all for 
some $23 million in 1971, include mainly Canada, Italy, Sweden and 
the Kuwait Fund. Disbursements of multilateral aid, mainly from the 
Bank Group, have increased steadily from barely $2 million in 1965, 
representing about 6 percent of the gross public inflow, to about 
$22 million in 1971, equal to almost 25 percent of the total inflow. 

23- Over half the public capital (including grants) has been 
in the form of program aid. To a lesser extent,' local cost financing 
of projects was also used to provide foreign exchange for imports of 
other than capital goods. Program aid now accounts_ for most of the 
u.s. aid and is also granted in smaller amounts by France and Germany. 
The average terms on external aid (including grants) have been quite 
favorable • . In 1971, the average terms of borrowing from public 
sources were about 4 percent interest, over 22 years repayment period 
and 6 years grace. Because of higher ·grants and a larger proportion 
of public capital, the overall grant element rose from an average 
of 49 percent during 1965-68 to over 70 percent in 1971. For loans 
and credits only, the grant element rose from 39 percent (1965-69) 
to. 50 percent in 1971, due mainly to the increase in IDA disburse
ments in 1970 and 1971. The grant element on bilateral loans has aver
aged about 52 percent since 1965. 

24. Bilateral aid has included large shares for agriculture 
and, in particular, irrigation, transportation, industry, tourism, 
power and education; the U.S. program aid has also served to finance 
work relief programs. Despite its magnitude, the effectiveness of 
bilateral assistance has often been belm-r expectation because it !)as 
not always been directed to high priority purposes. Other factors 
have been poor selection and preparation, lack of complementary ser
vices, long project gestation periods and inadequate planning for ef
fective utilization of investment on completion. In the last tlro years 
there appears to have been some awareness of these shortcomings and a 
greater effort has been made to provide the necessary conditions for 
successful projects, including an increasing volume of technical as
sistance. 

25. Bank/IDA financed projects have covered a t-ride spectrum. 
They have permitted a substantial improvement in secondary education, 
providing the leverage for a start in manpower and educational plan
ning, the creation of the main commercial port with a revised insti
tutional structure, the establishment of a national water supply agency, 
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the utilization of natural gas and, through the DFC, development 
of private industry and even more of tourism. The financing of 
cooperative farms was not successful because of the changed agricul
tural policy. The other projects are still in their early stages 
of implementation but it is believed they will make important con
tributions to the development of the country. 

26. The capital inflow required to be financed by direct in-
vestment and loan capital during 1973-77 would be about $924 mil
lion (see table on p. 10). Net direct investment may be expected 
to expand slowly and provide about $204 million during the years 1973-77. 
Official grants, mainly technical assistance, are expected to provide 
about $74 million. On these assumptions the gross inflow of medium 
and long-term capital would have to be $646 million during the period, 
equivalent to $129 million per annum. Since the government contL~ues 
to restrict access to private credits, most ·of this would have to come 
from bilateral and multilateral sources. The donor countries appear 
to be willing to maintain loan disbursements at a level somewhat higher 
than the average of $60 miiiion over the last five years. Donors may, 
however, be· less willing to continue the present level of aid in the 
form of program aid and commodity assistance for long, given the im
provement in the overall balance of payments position. To provide 
the required capital inflow, annual commitments from bilateral lenders 
would need to be about $80 million per year. 

27. The proposed Bank program would provide for a flow of about 
$37 million per year. 

28. The balance of capital requirements amounting to some $30 
million per year would come in the form of private credits. This re
presents a continuation of capital inflow of this type at a some'tvhat lower 
level than the average for the last five years of about $45 million. 
This should present fe~ problems if it continues to represent a com
plementary element of official bilateral assistance and is guaranteed 
by the government as at present. 

29. In the light of the changing balance of payments prospects 
and the urgency of promoting growt h, greater efforts vnll be needed 
to achieve effective coordination bet\veen donors and to improve the 
efficiency and usefulness of bilateral assistance, which has hitherto 
acceded more or less to the requests of the Tunisian Gover.nment. As 
Chairman of the Consultative Group for Tunisia, which has met an
nually since 196?, the Bank will have to take a special initi~tive 
to improve the quality of aid and the amounts allocated to quick
yielding and directly productive projects and also keep member coun
tries advised of the implication this improved economic situation 
may have for the terms and other conditions of aid. 
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Debt and debt services 

30. On the basis of the assumptions above, the amount of debt 
outstanding would rise from $.5.57 million at the end of 1971 to 
about $9.53 million by the end of 1977. The level of debt service 
would rise from about $77 million in 1971 to about $100 million by 
1977 if the terms for the various categories of loans remain the same 
as in the recent past. Under these assumptions the debt service ratio 
could fall from 18 • .5 percent in 1971 to about 16 percent by 1977. 
This results from the marked improvement in foreign exchange earnings 
and a better debt structure due to the restraint exercised over the 
last few years in the use of short and medium-term credits. The long 
ter.m debt projection given in attachment 4 shows a further gradual 
decline in the debt service ratio to around 12% by 198.5. This assumes 
a continuation of real export growth at an average ·rate of 7.8% between 
1977 and 198.5. A major element in this projection is the assumption 
that exports of manufactured goods will become of major importance by 
this time. Another important assumption is that government policies 
and demand management will be able to restrain consumption to hold the 
growth rate of imports significantly below that for exports despite 
progress in liberalization. Both assumptions are subject to consi
derable uncertainty. A significantly slower export growth rate, 
higher imports and greater reliance on suppliers' credits than the 
modest amounts assumed here, could qud.ckly lead to much higher debt 
ratios than . those now .projected for the late 1970's and early 1980's. 

C. BANK/IDA LENDING PROGRAM 

31. Much of past Bank/IDA lending to Tunisia has been for 
transport (ports, railways and highways), which accounted for 31 
percent of commitments through FY 1972. Lending for public utili
ties projects (water supply and power) accounts for another 18 per
cent, industrial and hotel financing through Societ€ Nationale 
d'Investissement (SNI) 17 percent, agriculture and fisheries 13 
percent, education 8 percent, tourism infrastructure 11 percent, 
and population 2 percent. Important institutional improvements 
have been made in conjunction with this lending. 

32. The emergence of new development policies has changed 
the setting for the Bank's operations in Tunisia and provides an 
opportunity for evolving a lending program less heavily concentra
ted on infrastructure and intended to have a more direct impact on 
the country's fundamental development problems. This would imply 
lending designed to exploit Tw1isia's available resources more ef
fectively and to encourag€ more productive investments in industry 
and agriculture, \nth emphasis on promoting foreign exchange earn
ings and improving the productivity of investments already made. 
Important concomitant objectives should be to assist in developing 
to a fuller extent the country's human resource potential and over
coming the discrepancy in income between urban and rural areas. 

33.. As proposed last year _, t.he Bank's program for FY 19?4-78 
now reflects these objectives through considerably increased empha
sis on lending in agriculture; it includes for the first time, lend
ing for direct investments in industry in response to the govern
ment's determination to rehabilitate and expand its major mining 
resources and promote export-oriented industries. Lending for edu
cation and population projects has been maintained in line 'tvith the 
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objective of developing human resource potential. Ori the other 
hand, a decrease is envisaged with regard to infrastructural 
projects, particularly in transportation. Finally some empha
sis is being added to urban infrastructure (transport, sewerage 
and water supply), a field which is likely to become increasingly 
critical with the continuing migration to urban areas. 

34. A relatively small increase in the operations program, 
from $195 million in FY 1972-77 to $215 million for FY 1974-78 is 
proposed. This increase would not amount to much more than off
setting the effects of the dollar devaluation to maintain the real 
volume of transfer of Bank resources to Tunisia. The sectoral 
composition of the FY 1974-78 programs is summarized below: 

121~-78 
(~million) ill. 

Agriculture 66.0 JO. 7 
Industry 23.0 10.7 
DFCs 29.0 13.5 
Education 18.0 8.4 
Population 5.0 2.J 
Power 5.0 2.] 
Tourism 18.0 8. L~ 
Transport 18.0 8.4 
Sm~~Terage 16.0 7-h 
1-.Jatcr Supply 17.0 ..1..:.2_ 

Total 215 .o 100.0 

35. In the light of the projected improvement in Tunisia 1 s 
debt servicing capacity {see paragraph 30) the question arises as 
to what Bank/IDA blend is appropriate. Tunisia remains a country 
with a low per capita income, limited resources and continuing 
vulnerability to adverse weather conditions, and is still at an 
early stage of development. Because of these factors and the 
possible transitional nature of several elements of the economic 
recovery, the lack of assurance about Tunisia's long-term capa
city to maintain the projected rate of growth of GDP and exports, 
which would have to be based on exports of manufactured goods, 
Tunisia should continue to be regarded as eligible for IDA, with 
an important margin for borrowing on conventional tenns. Taking 
account of the fact that bilateral aid seems likely to continue 
a little above the present level and that a significant Share. of 
this would be on soft terms, a relatively hard Bank/IDA blend of 
70:30 is proposed ~ which would be in line with the expected blend 
for FY 1969-73 and below the blend of 55:45 for 1973-77 approved 
at last year's CPP review. The attached projections assume that 
the IDA portion would phase out after 1978. 
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)6. In many sectors and for important projects, particularly 
in agriculture and education, there is a need for local currency 
financing in excess of what can be raised domestically. Many pro
jects, especially the socially-oriented ones, have a low foreign 
exchange component and are of limited size. It is therefore pro
posed that for projects where the Bank wishes to have a policy im
pact the Bank/IDA continue to finance local currency expenditures 
to achieve this objective. 

37. · The share of Bank/IDA in the total public debt outstand-
ing (excluding undisbursed) would rise from 12 percent at the end 
of 1971 to 23 percent at the end of 1977 and the share of debt pay
ments from 4.8 percent to 15 percent. 

38. With a few exceptions, execution of Bank/IDA financed 
projects has been satisfactory. In August 1971, part of the re
maining proceeds of the second education credit was allocated to 
finance technical assistance to contribute in the establishment of 
an inter-mipisterial mechanism for the planning and coordination of 
education and training. UNESCO is now assembling a team of experts 
expected to take up their duties within the near future. Execution 
of the 1969 railway project has continued to be unsatisfactory in 
1972. The raiiway company's main customer, the Gafsa Phosphate 
Company, is seriously in arrears with its payments, and railway 
tariffs are too low to generate reasonable profits. Government is 
reluctant to approve an increase in railway tariffs for social and 
political reasons. A plan of action to improve the railway's finan
cial position has been prepared and discussed between the Bank and 
·the Government, but the Bank will have to continue using its in
fluence on the Government to ensure that this action plan is adopted 
and iMplemented. 

39· The proposed program will require intensive project pre
paration efforts for which, to judge by past experience, the Tu.'T'li
sian authorities are not well equipped. The Bank should therefore 
be prepared to extend sizeable assistance in project formulation 
and preparation, and in the formulation of more coherent sectoral 
strategies, particularly in connection ''ri th lending for agriculture, 
industry and education where the institutional framework needs to 
be strengthened. The difference bet1-1een the operations and lending 
programs ($45 million) largely reflects the difficulties and delays 
expected in project preparation. 

4d. The Bank has not initiated and is not contemplating any 
new sectoral program for pre-investment studies. Following the study 
of a transport master plan in 1968, it made a technical assistance 
grant in 1969 for the preparation of a Water Master Plan for northern 
Tunisia. A final Water Master Plan is expected to be ready in February 
1973 which should lead to a first Bank project in FY 1975. 
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41. A number of other projects (e.g. phosphate mining, rail-
ways, highways) would require financial assistance beyond the 
limits of the Bank/IDA capacity. It is intended to explore the 
possibilities for joint or parallel financing with bilateral donors 
to a larger extent than in the past. Sweden has made two parallel 
loans with the Bank to SNI; a gas pipeline project was jointly fi
nanced with the Kuwait Fund, and the recent tourism infrastructure 
project was jointly financed with the Federal Republic of Germany. 
The Consultative Group for Tunisia provides a suitable forum for 
promoting such operations. For joint or parallel financing schemes 
to materialize, closer contact will be established and maintained 
with the bilateral donors between the annual meetings of the Con
sultative Groups. Such regular contacts would have the additional 
advantage of promoting coordination of aid policies towards Tunisia, 
on a more regular basis and could in the long run lead to a closer 
integration of the Bank program and the various bilateral programs. 

42. IFC has made investments in a fert,ilizer plant, in SNI 
and COFITOUR (a tourism development company); it is presently re
vie~nng, ori a preliminary basis, the possibilities for an invest
ment in a phosphoric acid plant. 
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D. ECONOM[C SECTORS AND SECTORAL DISTRIBUTION OF BANK/IDA OPERATIONS 

43. Agriculture contributes about 17 percent of GDP, nearly 
half of the country's employment and a third of merchandise exports; 
food processing industries, which depend on agriculture, account 
for another 6 perc-ent of GDP and over a third of the value added 
in manufacturing. 

44; . Agricultural resource endowment is neither large nor uni-
formally good, yet there are favorable prospects for growth. Over 
the decade through 1970, production stagnated although substantial 
investments were made, mainly in infrastructure. Returns to comple
mentary expenditure aimed at improving the utilization of the instal
led capacity could now be substantial. Furthermore, there is a 
strong demand for agricultural commodities, particularly cereals, 
meat, dairy·products, fruit and vegetables, both domestically and 
abroad. To a large extent, the increase of production will depend 
on the govetnment•s ability to support and promote the private sec
tor, which accounts for 85 percent of useable land and includes a 
large proportion of small farm units. Both in the irrigation and 
rainfed sectors, there is a need for substantial efforts on on-farm 
development combined with measures designed to increase the avail
ability of inputs and equipment. Steps should also be taken to re
organize and expand extension services in order to provide advice 
to farmers, and the credit system should , be expanded parallel with 
the extension services to ensure that credit is made available for 
medium and small scale farmers in conjunction with the supervision 
of its use. These actions require a reorientation and strengthening 
of development efforts which, so far, have been largely concentrated 
on public land, and reforms in the machinery -of policy formulation 
and decision making. 

45. The government recognizes the need for a more effective 
contribution to growth for agriculture to meet the rising domestic 
demand for food, including tourism, the expanding needs of industry 
and exports and, to a lesser extent, to improve living condi-
tions in the rural areas and at least check migration, if not create 
additional employment in these area.s. The magnitude of the problem 
has not been fully reflected in the Government's thinking until very 
recently. Efforts are to be directed to providing support for produc
tion, exploiting livestock and fisheries resources more fully, pro
moting on-farm development in both irrigated _and rainfed areas. 
Although there is a sense of urgency of obtaining improved returns 
rapidly in those areas which have benefited from past investment, 
the emphasis still remains on infrastructure-type investment. The 
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government should give greater attention to the improvement of 
the large private traditional sector and small and medium-size 
farms, which have been virtually neglected hitherto and should 
devote increasing attention to research, extension and farmer 
training. Such a move would result in a significant increase in 
current budgetary allocations, greater emphasis on production
oriented investment, and fundamental changes in policies affect
ing investment, the supply and cost of inputs, prices and other 
incentives. 

46. The proposed operations can only respond to these 
priori ties slov;ly since project preparation will take time but 
it is intended to give special priority to the preparation of the 
rural development projects proposed for 1974 and 1976 which would 
replace the irrigation rehabilitation projects initially scheduled 
for 1973 and 1974. These projects, which would have a supervised 
agricultural credit component and would focus on on-farm develop
ment, would seek to assist rainfed and irrigated areas, together 
with a major support to medium and small-scale farmers producing 
cereals, tree crops and livestock. 

47. Both these projects would involve close association 
with extension services and need for technical assistance and train
ing. Two livestock projects are also envisaged in 1974 and 1977, 
the first project to be located in northern Tunisia would include 
both settlement and infrastructure features. Some work has already 
been done by the Tunisian authorities to prepare this project. A 
second fisheries project is scheduled for 1975 v-rhich woulC. continue 
the modernization programs already launched and incorporate the 
construction of port infrastructure, expansion of ship building 
capacity and fisheries training. UNDP is currently pursuing a 
fisheries development project to be completed by the end of 1973. 
A third fisheries project is proposed for 1978. It is proposed to 
postpone the agricultural credit project included in last year's 
lending program for 1974 to 1975 and try to set it up in a way 
which vrould. provide credit mainly to medium-size farmers through 
traditional channels. This project could also consist of an expan
sion of the schemes presently financed under the first agricultural 
credit project. The third agricultural credit project envisaged in 
1977 woulc further contribute to the continuation and development 
of previous programs. 

48. T't-ro irrigation projects Hhich v-nll result from the Hater 
Haster Plan for northern Tunisia are envisaged in 1975 and 197.7. 
They are likely to provide for the rehabilitation of areas constrained 
by insufficient underground water (Cap Bon), the improvement of exist
ing irrigated zones and their expansion, including the construction 
of dams. Feasibility studies are expected to be completed by the 
end of 1973. 
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49. The scope and magnitude of the proposed program in agri-
culture are consistent with the Bank's assessment of development 
priorities, respond to Tunisia's desire for the Bank's advice and 
assistance in the sector giving the Bank some leverage to influence 
new agricultural policies and strengthen institutions. All the 
projects will require substantial technical assistance in order to 
ensure efficient project execution and management. An important 
related agricultural training program would be included under edu
cation. However, the number of projects proposed for this sector 
may call for an increase in the Bank's resources for project pre
paration and appraisal. 

Industry 

5o. In Industry the new development strategy introduced in 
1970 has opened the door to new prospects based on private initia
tive and the development of an export-oriented manufacturing in
dustry. However, in the next four years the main points of growth 
are likely to be the expansion of petroleum output and, . providing 
the phosphate industry is reorganized on a competitive basis, the 
increase of phosphate output to 5 million tons per year. Progress 
in developing manufacturing industry will depend to a large extent 
on the success of the government's liberalization policy in promot
ing private domestic and foreign investment; this is nevertheless 
likely to go slowly and rnll depend directly on the willingness of 
the government to undertake an active program of industrial promo
tion. 

51. For these reasons it is important that the government 
should also turn its attention to the modernization and expansion 
of existing industries producing for the domestic market. Priority 
should be given to: (i) re-equipping and refinancing the textile 
industry; (ii) organizing and expanding the existing capacity in 
the engineering industries; (iii) promoting the development of 
other light industries, including agro-industries for both domestic 
and export production; (iv) promoting investment inpartnership with 
foreign investors in export-oriented industry in textiles, engineer
ing and agro-industries sectors, with a view to enable foreign rnan
gerial and technical experience to be extended back from the pro
cessing stage to the organization of agricultural production for an 
expanding food processing industry, including canning and conserva
tion; and (v) improving the present institutional framework with a 
view to facilitate the formulation of government policies, unqertake 
an active program of industrial promotion, and provide industrial 
infrastructure and extension services on the scale called for. 
Major steps have been taken by the government to create a suita.ble 
economic environment for developing manufacturing. More needs to 
be done andparticularly in identifying and promoting production pos
sibilities. 
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52. The government has sought help of the Bank in developing 
an industrial strategy and in identifying, preparing and financing 
industrial projects. Because of the size of the present market, 
and, until recently, the obstacles to private initiative, large 
projects in the economw will be limited in the early years. This 
has led the Bank to focus directly on the shortcomings of existing 
enterprises in the first instance and secondly on the development 
of appropriate institutions for industrial promotion which would 
also be able to assist in a program of rationalization and moderni
zation of existing industries on a sector basis. It is, therefore, 
proposed to reinstate in the lending program the pho~phate mining 
project which was withdrawn at last year's CPP review because of 
the government's reluctance to provide the Bank with information on 
the sector and its apparent intention to rely on suppliers' credits 
for financing mining equipment. Since then, the government has 
adopted a more pragmatic approach and actively studied a moderniza
tion expansion program. The need for a realistic reassessment of 
the industry's possibilities ·has led the government to ask the Bank 
to assist in establishing the program and to consider lending if a 
satisfactory project should emerge. Such a project would therefore 
be an important instrument in rehabilitation, resource exploitation 
and in fostering sectoral reforms. A $12 million project is pro
posed in FY 1974 for mining development. This would also include 
substantial amounts for training and technical assistance. The ba
lance of the financial needs would have to be obtained through joint 
arid parallel financing arrangements. Two industrial projects have 
been introduced into the program for 1976 (public enterprise in tex
tiles) and 1978 (unidentified). The latter would be related as far 
as possible to a program of reorganization of the mechanical and 
electrical industry, but a great deal of preparatory work will be 
required. 

53. It is proposed to continue loans to Societe Nationale 
d'Investissement (DFC-SNI) which would meet part of the credits of 
private industry of a more routine nature. Although SNI has been 
reorganized and is aware of its place in the development of the in
dustrial sector, it is not yet fully equipped to carry out the pro
motional activities and financing of new ventures vrhich the present 
stage of development of industry calls for. Hovrev er, efforts should 
be made to attempt to strengthen the SNI's role in the rationali
zation of existing firms, in the promotion of exports and in the 
mobilization of domestic finance. According to SNI's prospective 
industrial (and tourism) investment possibilities the fifth Bank 
loan of $13 million in 1973 will cover SNI's commitments through 
1974. Further loans are proposed in 1975 and 1977. · 
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54. Tourism expanded rapidly during the last decade and . has 
become the largest source of foreign exchange earnings ($100 mil
lion in 1971); it also provides substantial direct and indirect 
employment and contributed to reduce regional disparities in de
velopment since most tourism zones ·are outside the Tunis region. 
In 1971, the bed capacity amounted to 43,000 and foreign visitors 
exceeded 600,000. There are good prospects for further rapid ex
pansion and the government, which gives a high priority to the 
sector, has approved a master plan for the forthcoming decade. 
Tentative targets for the early 1980s are 1.5 million visitors and 
a 105,000 bed capacity; efforts will concentrate on six tourist 
zones in order to intensify the utilization of infrastrucutre. As 
in the past, the main constraints on future expansion will remain 
the availability of infrastructure and trained personnel. In the 
shorter term, there may be some difficulty in providing hotel ac
commodation at an adequate rate. 

55. The loan and credit for tourism infrastructure made in 
FY 1972 will help Tunisia to meet investment requirements through 
1976 and a second project, which would again include sewerage works, 
roads, water supply, electricity and telecommunications, is pro
posed in 1976. Furthermore a training project is included in the 
proposed program for 1974 and another project, as yet unidentified, 
for 1978. Other lending also has an incidence on tourism: over 
on~-third of the proposed loans to DFC will finance hotel invest
ments and the proposed highway, water supply and urban sewerage 
projects will also favor tourism. On the other hand, the tourism 
development project initially scheduled for 1974 has been withdrawn 
from the program, considering the availability of other sources of 
finance, particularly SNI and COFITOUR. 

56. The transport system is well developed and generally ade-
quate to handle the traffic during the next few years. Road mainte
nance and modernization, which have been neglected in the past, are 
now being improved under the First Highway Project of 1971. OVerall 
transport coordination, planning and organization are still deficient 
and one of the Bank's principal objectives of further lending for 
transport is to remedy these deficiencies. The proposed railway 
project for 1974 is contingent on the implementation of an action 
plan to improve the financial positions of the railways. Feasibility 
studies and detailed engineering for preparing a Second Highway 
Project (shifted from 1976 to 197V are being carried out under the 
First Highway Project. 

57· The power project financed in 1972 will meet the antici-
pated increase in power consumption through 1976. Feasibility 
studies are being carried out for further expansion which may be 
financed through bilateral agencies. A second project is ho,vever 
proposed in 1974 (shifted from 1973) which would finance a rural 
electrification program presently being prepared by the Tunisian 
power agency STEG. 
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5tl. Education has expanded rapidly owing to the government's 
policy of providing equal-educational opportunities regardless of 
the social or geographical origin of children. Expenditures now 
absorb about one-third of the government's current budget, about 
20 percent of' its investment budget, and 8 percent of GNP. The 
rapid expansion has weakened the efficiency of the system; further
more, there are indications that the number of people with general 
secondary education now exceed the immediate needs of the econo~. 
The establishment of mechanisms for the adaptation of secondary and 
higher education programs to meet changing employment needs will be 
an important task for the technical assistance in educational plan
ning. A manpower survey is being carried out by an ILO team which 
will provide a basis for further education development. 

59. The extension of the second education project (1967) 
which will provide technical assistance for education planning, will 
help prepare the third (1975) and fourth (1978) projects. The fourth · 
project has been deferred from 1976 to 1978 in the program because 
of the delays in setting up an educat :ion planning team now due to 
become operational. Both projects will be directed mainly at im
proving secondary, technical education, vocational training and 
higher education. 

60. Population 1vill continue to increase at a high rate, at 
least until the 198os, compared with Tunisia's resources and employ
ment opportunities. As of January 1, 1972, GOT created an independent 
National Family Planning Institute to give a new impetus to the gov
ernment's family planning program established in 1966. With the as
sistance of a management consulting firm a four-year plan of action 
is being developed. Additional administrative measures have to be 
taken to incorporate more medical and paramedical personnel in the 
family planning services. The lack of adequate personnel and opera
tional directions have prevented the program from yielding the ex
pected results. At the time of the signing of the first credit only 
2.5 percent of the eligible female population was reached by the 
program. A second credit for family planning is included in the 
program for 1976; at that time, the present project (1971) should 
have been substantially completed. 

61. Projects comprising urban infrastructure are of importance 
olring to the increase in population and rapid urbanization. An ur
ban transportation project to improve facilities for Greater Tunis 
has been identified in FY 1972 and its status of preparation is such 
that it may be appraised in time to be scheduled. for FY 1973.· The 
urban sewerage project scheduled for 1974 (shifted from 1973 because 
of delays in selecting consultants) mainly concerns the Tunis metro
politan area; feasibility studies are being financed under the 1972 
tourism infrastructure project. Another sewerage project, primarily 
for other cities, is proposed in 1978. Further lending for water 
supply is also proposed in 1976 and 1978. 
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62. Possible increases in Bank/IDA lending could be considered 
in both agriculture and industry, where there is room to increase 
Bank lending with substantial economic benefits to the econo~, in 
water supply in both urban and tou~ist zones, and urban infrastruc
ture. Such increases would imply a higher local currency component 
in the lending program and, in the case of industry, might involve 
a sector program loan. Greater support could also be given to phos
phate mining and ore transformation. Because of water shortage, a 
desalinisation project might need to be given serious consideration 
by the mid 1970s. On the other hand, any reductions in the program 
should be made, first in transportation, power and DFC, in that order. 

63. The economic work program includes three studies which 
arise directly from existing constraints on Tunisia's development. 
These involve first, inclusion in the next basic mission, FY 1973, 
of staff to undertake a survey of manpmv-er needs, unemployment and 
job creation, second, in FY 1974 within the framm·mrk of a new in
dustrial development strategy, a study of institutional developments 
required to encourage and facilitate industrial developments and 
policies and selected measures related to interested sub-sectors 
and, third, in FY 1975, a study of the measures which might be taken 
to improve regional development planning, to reduce employment and 
income discrepancies and improve the regional distribution of resources. 
The object of all three studies woul O. also be to identify projects re
lated to these problems. 
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CONCLUSIONS ~ID RECOMMENDATIONS 

The economic recovery of 1971-72 following the reorientation 
of economic policies in 1970 opens up the possibility of a 
period of more rapid growth than Tunisia experienced in most 
of the 1960s. A growth rate of 7 percent of GNP appears 
feasible. This will be contingent on (a) policy actions over 
a wide front, including liberalization of trade, price and 
investment controls and (b) changes in the composition of the 
investment program toward production-oriented projects and 
energetic measures to improve the contribution of agriculture, 
to achieve an optimum use of petroleum, phosphate and other 
resources and to develop manufactures for export. 

Because of the projected increase in the labor force, the 
existing volume of unemployment, the increase of migration from 
rural to urban areas, the government is giving special atten
tion ·to the expansion of employment opportunities, but insuf
ficient atten~ion is being given to measures needed to check 
rural migration by improving the standard of living and employ
men~ opportunities in rural areas. 

The proposed lending program for FY 1974-78 amounts to $170 
million. This is a small increase over the level of $157 
million proposed last year for 1973-77 and would do little 
more than offset the eff ects of the dollar devaluation. In 
v.i ew of the sharp change in the composition of the program 
over the last two years and the heavy volume of work required 
in new project preparation, as well as the present high per . 
capita transfer of Bank/IDA resources, it is not proposed to 
increase the program further • . However, in view of the low per 
capita income, limited resources, difficulty of developing ex-
ports quickly, the need for a moderate amount of external finance 
for 1nany years, vulnerability of the economy to the effects of 
weather conditions and the fact that several elements of the present 
recover.r may be temporary, it is proposed to lower the IDA blend to 
a ratio of 70:30. 

The phosphate mining pro j ect is being reinserted in the pro
gram; this is in response to a specific government request 
from a number of ministers and reflects the general cons.ensus 
in favor of the Bank becoming involved. It also reflects a 
more rational view of the future prospects of the industry 
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and willingness to make available all information at the 
government's disposal. (The absence of this was the prin
cipal cause for the deletion of the project last year.) 
Other new projects included in the program for the first 
time, at the government's request, reflect development 
priorities: one fisheries project (port and ship building), 
three industrial projects including phosphate mining, tex
tiles and one unidentified, probably mechanical and elec
trical engineering, one tourism project (training), one 
water supply project and an urban transport project; the 
~vo integrated rural development projects replace Irrigation 
Rehabilitation I and II. 

v) Priority investments in agriculture, education and socially
oriented projects have a relatively high local currency con
tent. The proposed lending program envisages a moderate 
amount of local currency financing in projects of this kind 
where the Bank wishes to have a policy impact. It is re
commended that all projects should include a significant 
proportion of funds for training and technical assistance. 

vi) Recommended for inclusion in the economic work program are 
three studies which arise directly from the particular con
straints on Tunisian development today; namely, unemployment, 
regional disparities and the under-developed state of a rather 
inefficient industrial base. 
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TUNISIA 

INDICATORS OF DEVELOPMENT 

Unit 
Annual Avera~e 

1951 =6o 1961 =65 196 -10 -
ECONOMIC & STRUCTURAL INDICATORS 

1. Gross Dom. Product (at constant 
factor cost) % Change 3.6 

2. Manufacturing Output % Change • • 
3. Agricultural Output % Change 4.8 
4. Imports of Goods and NFS % Change 3.8 
5. Exports of Goods and NFS % Change Oe7 
6 • . Domestic Price Level £1 % Change 3o9 

1.22!! 
1. Gross National Savings % GDP ~ •• 
8. Resource Gap % GDP k/ e• 
9. Net Factor Payments Abroad % GDP k/ e• 

1 Oe Gross Domestic Investment % GDP- ee 
11 e Debt Service d/ % Expocs •• 
12. Central Govt.-Curremt Revenue % GDP- e• 
13. Central Govte Curr. Surplus % GDP ~ •• 
14. Public Exp. on Social Services ~ % GDP ~ •• 
15. Military Expenditure % GDP k/ •• 
16o Manufacturing Output % GDP - •• 
17e Energy Consumption Million KwH •• 
18. Fertilizer Consumption '000 tons •• 

SOCIAL INDICATORS 19.21-60 

19. Population Growth Rate % 2e.5 
20. Urban Population Growth Rate % •• 
21e Birth Rate Per 1,000 poplne •e 
22e Family Planning Acceptors 1 000s 
23. Income of: Highest quintile % total income 
24. II II • Lowest II % total income . 
2.5e School enrollment: Primary % school-age 

and Secondary "'" pop. 
26. Literacy rate % adult popln. 
27. Unemployment rate % labor force 
28. Population per hospital bed Number 

Based on value added. 
Based on value added and average for 1 964-66. 
Detail prices e 

•e 
ee 
0 • 

27 f.! 
• • 
•e 
•• 

Service on total foreign debt in % of exports and NFSe 
Central Government. 
1955. 
1968. 
1971. 

5.5 2.9 
6.2 a/ 4.9 a/ 
1.6 li! -3.5 b/ 

11 e1 3e6 -
.5 .1 11.0 
3.2 2e9 

1.229. 1.22.2. 1970 

7e7 11 .1 13e7 
1.0 14e3 .501 
0.3 2 • .5 2.6 

14 • .5 27e9 21.4 
ee 17 e7 22.7 

21.9 20.9 24.8 
3.5 .5.0 4 • .5 
.5.8 6 • .5 9.9 
2.2 1 • .5 1o.5 

11e.5 11.9 12e7 
eo 3o6.3 .576.7 
0 • .59 eO 74oO 

1961-62 1966-10 

2e4 2.6 
•• oe 
00 40.6 
•• 2.5eO 
• e eo 
•• e 0 

54 6.5 g/ 
• • .5.5 h/ 
ee 14 r; 
•e 422 II 

1971-75 

8.1 
• • 
•• 

10.8 
1 Oe.5 

3e0 

1212. 
li.3 

2.8 
1.6 

22.6 
14.9 

•• 
• 0 

ee 
eo 
0 • 

82.5eO 
•• 

1911-7.5 

2.5 
eo 

40.0 
0. 

eo 
00 

•• 
•• 
•e 
ee 

Percentage of male unemployment in 1968-?0o 
1968o 

Europe, Middle East and 
North Africa Department 

See footnote to Attachment 4. In this table all ratios of 
GDP are based on the unadj~sted statistics and should be 
reduced by approximately 10%. 



Activity 

FY 197.3 

Basic economic 
mission 

Special stuqy of the 
organization and 
machinery of policy 
formulation and de
cision making 
(second half 1973) 

FY 1974 · 

Special study on 
industry 

Updating economic 
mission Feb. 1974 

FY 1975 

Special study on 
integrated regional 
development 

Updating economic 
mission 

Attachment 5 

ECONOMIC WORK PROORAM 

FY 1973-75 

Rationale Responsibility 

Detailed review of the Tuni
sian economy, including a 
review of the 1973-76 develop
ment plan, and a survey of 
manpower needs, unemployment 
and problems of job-creation. 

Technical assistance to the 
Tunisian authorities, with 
emphasis on planning and 
coordination 

EME/others 

Development services 
Dept./EME 

To assist the Tunisian autho- Bank staff and con-
rities in defining institution- sultants 
al developments required to 
encourage and facilitate 
industrial development and 
policies and measures related 
to selected sub-sectors. 

:EME/Others 

To assess the inaitutional and EKE/Others 
policy changes necessar.y to 
plan and implement integrated 
development programs in 
selected less developed regions 
and to identif.y possible projects. 

EME/others 

Status 

Programmed 

To be 
arranged 

Recommended 

Recommended 



FI 1976 

Urbanization or Tunis The need and purpose or the 
area mission will be reconsidered 

in the light of the progress 
of urban planning for Tunis o 

Economic updating 

Attachment .5 
Page 2 of 2 

EME/Others 

EME/Others 

Recommended 
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COUNTRY DATA - TUNISIA 

AREA 
164 .• 000 ~/ 

POPULATION 
s.6 million (mid-197;2) 

DENSITY 

Rate of Growth: 2.6"' (from 1966 to 1971) 
34 per JmJI 

lOS per ~/of arable land 

POPULATION CHARACTERISTICS (1972) 
Crude Birth Rate (per 1,000) 38.8 
Crude Death Rate (per 1,000) 12.0 
Infant Mortality (per 1,000 live births) 115 

INCOME DISTRIBUTION 1961 §{ 
~ of national income, lowest quintile 5 

highest quintile 65 

ACCESS TO PIPED WATER 
~ of population - urban 49.7 (1972) 

- rural 19.5 (1966) 

NUTRITION (1966) 
Calorie intake as 7. of requirements 93.6 
Per capita protein intake ( gr~JJ~~s per day) 62.9 

!I 

HEALTH 0971) 
Population per physician 6,486 
Population per hospital bed 400 

DISTRIBUTION OF PRIVATE LAND OWNERSHIP (1970)g/ 
~ owned by top 10~ of owners 53.0 
~ ownea by smallest 107. of owners 0.5 

ACCESS TO ELECTRICITY (1966) 
~ of population 25 

EDUCATION (1972) 2 Adult literacy rate 7. 55g/ gj 
Primary school enrollment 7. 85 

GNP PER CAPITA in 1972 ; us $ 350 

GROSS NATIONAL PRODUCT IN 1972 ANNUAL RATE OF GROWTH ~~ constant 2rices) 

•GNP at Market Prices 
Gross Domestic Investment 
Gross National Saving 
Current Account Balance 
Exports of Goods, NFS 
Imports of Goods, NFS 

OUTP'lTI' , LABOR FORCE AND 
PRODUCTIVITY IN 1972 

Agriculture 
Industry 
Services 
Unemployed 

Totai/Average 

GOVERNMENT FINANCE 

US $ Mln. 

2,113 
522 
453 

- 69 
555 
609 

~ 

100.0 
24.7 
21.4 

- 3-3 
26.3 
28.8 

Value Added (at factor cost) 
US$ Mln. _L 

400 
477 
983 

~ 

21.5 
25.6 
52.9 

100.0 

General Government 

~ 

4.8 
13.3 
14.0 

2.3 
4.2 

Labor Force 
Mln. 7. 

o.8orftl ~ 
0.252 16.5 
0.33351 21.8 
0.14~ 9.2 
1.525 100.0 

(Dinar Mln.) 7. of GDP 

Current Receipts 
Current Expenditure 
Current Surplus 
Capital Expenditures 
External Assistance (net) 

1/ 
2/ 

World Bank Atlas conversion. 
EstiJr.ate. 
At current prices. 

1972 !lli 1S70-72 

253.1 
215.9 
37.2 
85.0 
43.7 

24.6 
21.0 
T.b 
8.3 
4.3 

25.2 
21.9 
3-3 
8.4 
4.6 

1965-70 

b.9 
3.6 

12.2 

11.2 
4.7 

ill!. 1m 

10.8 17.7 
13.0 38.6 
24.0 25.0 

25:~ 14.2 
15.3 27. 

V. A. Per Worker 
J!U. _L 

500 
1,893 
2. 952 

1,220 

41.0 
155.2 
242.0 

too:-o 

Central Government 
(Dinar Mln.) % of GDP 

1972 1972 1970-72 

216.1 
175.8 
40.3 
58.6 
3€).1 

21.0 
17.1 
""3.9 
5.7 
3.5 

21.4 
17.5 
--y.-9 
6.0 
3.6 

~ Residu~ equivalent to apprarlmately 350 thousand in tul.l.-time employment, the bal.ance represents 
underemployment. 

$__.1
1 

Male only. 
b: Unofficial estimate for the early 196o's prepared by Bank consultants (see I. Adelman and c. T. Morris 

"An ·Anatomy of Incane Distribution Patterns in ~veloping Countries" 1971 ). In the absence of sufficient 
statistical infonnation it is presently impossible to arrive at a reliable figure. 

not available 

• not applicable 
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COUNTRY DATA - TUNISIA 

MONEY, CREDIT and PRICES 

Money and Quasi Money 
Bank Credit to Public Sector 
Bank Credit to Private Sector 

Money and Quasi Money as 7. of GDP 
General Price Index (1963 = 100) 

Annual percentage changes in: 
General Price Index 
Bank credit to Public Sector 
Bank credit to Private Sector 

BALANCE OF PAYMENTS 

170.4 
87.5 

149.5 

32.2 
111.0 

6.7 
11.7 
15.5 

1970 1971 
--(Milli~US $) 

Exports of Goods, NFS 317 405 
. lmports of Goods, NFS ..2§g ~ 
Resource Gap (deficit c -) - 65 -34 

Interest Payments (net) - 21 - 23 
Workers' Remittances 29 43 
Other Factor Payments (net) - 47 - 42 
Net Transfers 10 16 

1969 1970 1971 1972 
(Million Dinars outstanding end period) 

1972 

555 
609 

-54 

-27 
53 

-52 
11 

229.8 250.9 303.9 354.7 
86.4 84.7 76.4 61.3 

234.8 255.7 285.6 332.7 

(Percentages or Index Numbers) 

33.9 
126.8 

4.2 
7.6 
5.2 

,.6 35.1 34.5 
128.1 135.4 138.3 

1.0 5.7 2.2 
-2.0 -9.8 -19.8 
8.9 11.7 16.5 

MERCHANDISE EXPORTS (AVERAGE 1970-72) 

US $ Min ___;__ 

Olive oil 
Other Agric. products 
Crude oil 
Phosphate rock 
Super phosphates 
All other commodities 

Total 

EXTERNAL DEBT, DECEMBER 31, 197z!/ 

52.6 
39.3 
60.9 
22.0 
18.4 
47.3 

240.5 

21.9 
16.3 
25.3 

9.1 
7.7 

19.7 
lO.Q..O 

Balance on Current Account - 94 ~ -=--69 
US $ Mln · 

. Direct Foreign Investment 
Net MLT Borrowing 

Disbursements 
Amortization 
Subtotal 

Capital Grants 
Other Capital (net) 
Other items n.i.e. 
Increase in Reserves (+) 

Gross Reserves (end year) 
Net Reserves (end year) 

RATE OF EXCHANGE 

. Through December 20 1971 
US $ 1.00 = 0.52 Dinar 
~ 1.00- us $ 1.90 

Through February, 1973 
US $ 1.00 0.48 Dinar 
D1nar 1.00 • US $ 2. 08 

1/ Preliminary estimates 
]/ Including undisbursed 
~ Excluding undisbursed 

20 24 54 
48 74 62 
rn 123 131 
49 49 69 
~ -,a --m; 

49 39 44 
4 - 7 .. 16 

19 90 75 

78 170 247 
15 105 190 

Since February 1973 
US $ 1.00 ~ 0.44 Dinar 
D1nar 1. 00 • US $ 2. 27 

Public Debt, incl. guaranteedg/ 
Non-Guaranteed Private Debt 
Total outstanding & Disbursed2/ 

DEBT SERVICE RATIO 

In 'fo of Exports of Goods, 
In 'fo of Exports of Goods, 

workers remittances 

IBRD/IDA LENDING 1 March 31, 

Outstanding & Disbursed 
Undisbursed 

l'T7~ 

Outstanding incl. Undisbursed 

ll7Q 

NFS 22.1 
NFS, 

20.2 

(~ufuo~ ·us 

~ 

56.8 
92.2 

149.0 

1020 

675 

_z_ 
!Yl! 
17.7 

16.0 

$): 

IDA 

28.4 
30.3 
5B:f 

• • not available 

• not . applicable 

April 23, 1973 

Europe, Middle East 
and North Africa Region 

!.ru. 
17.2 

15.7 



Political Brief 

Tunisia was a French Protectorate f r om 1881 to 1956. The last 
years of this period were marked by a successful campaign by the forces 
striving for independence under the dynamic and charismatic leadership of 
Habib Bourguiba, a. French trained lawyer who ski l l fully alternated the 
force of action and discussion. After protracted negotiations in 1955-56, 
Tunisia became an independent sovereign state on March 20, 1956, ruled 
over by the Bey !/ and a Constituent Assembly. In July 19?7, the Assembly 
d-isposed the Bey, aboli-shed the monarch a.nd elected Mr. Bourguiba -

e Republic. 

Tunisia's constitution was promulgated on July 1, 1959, which 
declared Tunisia an independent sovereign republic whose official language 
was Arabic and religion Islam. The principal provisions called for the 
simultaneous election by direct, popular, universal suffrage of a National 
Assembly to which legislative power was entrusted and a President, for 
concurrent terms of five years. · The..AssemhJx, which shares the legislative 
initiative with the President, is required to meet annually between October 
and July. It e has the ower to tax and to co~it the government i 
financial matters. The President co~bines yery wide-ranging powers as 
c e and commander-in-c · he armed forces. 
He determines government policies, nominates the Prime Hinister and 
Mini sters who are directly responsible to him. It is equally the President 
who declares war, concludes peace and ratifies treaties. During times of 
emergency, the President enjoys ·unlimited powers. President Bourguiba re-

_cently proposed constitutional reforms in the interest of 11 democratization 11 

which provide for (i) a limited right of the Assembly to censure the 
government, the Assembly being subject to dissolution by the President 
after the second exercise of this right, (ii) the sue e~ · of the Prime 
Minister in case of vacancy of the Presidency during an interim perio to 
be used to organize new legislative an esidential elections, and (iii) 
the use of a popular refere-.ndt.11n in matters of national importance. 

Administratively, the country is divided into 14 governorates, 90 
delegations and also into 140 local comrnunities. In practice there is 
little decentralization~ all important decisions are made b the central 

rom Tunis. 

The Neo-Destour Party, founded by Bourguiba in 1934, emerged from 
a brief struggle after Independence as the single most important political 
force in the country. Its organization, •v'hich is highly h'ierarchal, dates 
back to days when the Party operated in clandestinity. This organization · 
has leant itself well to the perpetuation of a paternalistic attitude, par
ticularly under Bourguiba's aging leadership, as well as the continued 

]} Title originally adopted by tbe governor s of t he Ottoman Empire, who 
i ntermittently ruled over Tunis ia since t he Si xteenth Century. 
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nence of factions bas origins. These ten-
denc1~s acting to discourage y e decision taken 
in 1964 to rename it the Socialist Destourian Party and to turn Tunisia 

rendering the cont=ol of the Party tantamount 

The Tunisian political system has been stable since 1959, which 
is to be attributed to Bourguiba's forceful personality and his over
whelming popular support. In 1959 he was elected with over 90 percent of 
the votes. As the only official candidate of the single party, he was re
elected in 1964 and 196 9 by margins of over 99 percent. In terms of policy 
one can dist inguish 'three periods. 

1956-1961 

During thes~ years a middle of the road policy was followed 
seeking to maintain good relations with France and the Western world and 
playing dOlV:n the internal pressures exerted in favor of a more Socialist 
program. However, unwillingnes s of foreign settlers to invest in Tunisia 
and diminishing flows of French capital led the economy into a period of 
stagnation wh ich in the light of the climaxing Algerian war rendered the 
pursuit o f this policy infeasible. 

1961-1969 

Ben Salah leader of 
the trade less . . iving him 
Tunis1a out of the vicious circie of under_deve o me 
o an~in apd intervention along socialist lines. Mr. Ben Salah, 
a man of considerable ability, dynamism an ambition, was entrusted the 
portfolios of National Economy, Planning and Education which made him the 
second most important man in Tunisia. He was convinced of the need for 
centralized control to optimize the use of scarce resources and of en
forcing modernization through state cooperatives as the only means of stir
ring Tunisian society out ot its traditional ways. During the early years, 
the program was carried out with some moderation and success leaning 
heavily on State ownership and management for new investment. However, 
following President Bourguiba 7 s stroke in 1967 and his protracted state of 
poor health, the formation of cooperatives was pursued with increased vigor 
in the hope that sufficient time remained to make it the cornerstone of 
Tunisian Socialism and of continued power for the team ·at the helm. In 
Ja 1 n Salah announced that the whole economy was to be organized 
i o..o eratives by the end of the year, and increas1ng y coerc1on was u 
to achieve this target. li~s, 1n en alah's reckoning, was a last ditch 
effort to destroy the traditional land-owning classes which increas1ng y re-
siste 1S economic policleS eh ' 1 

~r ! ea a large, bureaucratic and 
centralized administ ration, inefficient, unprofitable and overstaffed public 
enterprises. A succession of poor agricultural harvests contributed to a 
worsening economic situation. TI1ese factors were brought to bear against 
Mr. Ben Salah and persuaded an ail i ng President, to strip his minister of 
his powers. Ben Salah wa s subsequ€ nt ly tried, accused of treason and 



- 3 -

mismanagement of the National economy and sentenced to ten years with 
hard labor. 

Foreign Relations (1956-196 9) 

Foreign relations during thLs period were largely influenced by 
the Algerian struggle for independence, which compromised to a large ex
tent Tunisia r s relations with France and induced it to seek other allies , 
notably the U.S.A. Diplomatic relations with France were broken off in 
February 1958 following the bombing of a Tunisian border village. Tunisia 
then demanded total withdrawal of French troops from Tunisian soil. The 
accession to power of de Gaulle in June brought about an improvement in 
relations and an accord to withdraw all troops to Bizerte, yet the continued 
presence of French troops in Bizerte remained an explosive issue. In 19~ 1, 
an attack against the base mounted by Tunisian irrigulars was unsuccessful 
in dislodg i ng the French troops and resulted in over 8 00 fatalities. Re
lations with France were broken off again. A U.N. mediation at first failed 
to bring about a settlement; however, following the censure of France in 
the Security Council, negotiations started resulting in the evacuation of 
the town, a year later of all French troops. In March 1963, the French 
government retaliated to the expropriation of foreign-o~~ed lands by can
celling all financial aid. 

Since 1964, Tunisia's relations with t he world beyond the Arab 
states and Africa have tended to be influenced by the need for foreign aid 
brought about by the ambitious invest n1ent plans. Most of this came from 
Western countries where the Government's moderation inspired confidence. 
Overtures from communist countries have been tr~ated with caution. Re
lations with Arab states, an ar~a of great concern to President Bourguiba, 
were cooled by the initiatives taken, especially the critical attitude to 
·the Arab League policy in 1965 and the advocation of a more feasible approach 
with direct negotiations with Israel. Diplomatic relations with the U.A.R. 
were severed in 1966 and were only restored after the six-day war in 1967 
which brought about a reconciliation of the Arab world. 

1969 to Present 

During the six-month period following Ben Salah's ousting, the 
President, who was mostly out of the country for medical treatment, en
trusted the government to Bahi Ladgham, his long-time right-hand who was 
then Secretary General of the Party. Associated with liim were Messrs. 
Masmoudi, Nouira and Mestiri, who had played a major role in ousting Ben 
Salah. The latter two contributed to giving the government a distinctly 
more liberal orientation by allowing farmers to withdraw from their co
operatives , placing greater emphasis on sound financial management, and 
allowing a greater scope to private initiative. These developments in fact 
represented a reinstatement of the traditional middle classes to the levers 
of power. 

In Foreign Affairs a distinct shift took place away from the po
sition of President Bour uiba who had always been distrustful of the 
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poL~ti~ asEirations of the Arab world as formulated by Egypt's President 
Nasser and had p~eferred to follow a moderate, pro-Western stance emphasisi~ 
the pragmatic need to cooperate and coexist with Europe, Israel and other 
"capitalist" nations. A reversal to a more pro-Arab policy'"enabled 
Mr. Ladgham to act as mediator in the Jordanian/Palistinian crisis and also 
to nonnalize relations with Tunisia's more radical neighbors. 

On his return to Tunisia in mid-1970, Bourguiba, sensing the turn 
of events and the popularity of Mr. Ladgham's government which had proved 
its ability to govern in the President's absence, announced the appointment 
of Mr. Hedi Nouira to the Premiership, ostensibly to allow Mr. Ladgham to 
devote his energies to the Arab peace connni.ttee overseeing the Jordanian 
truce. 

Mr. Nouira a previous governor of the Central Bank, then Minister 
of National Economy in the outgoing government, was reputed to be the brain 
of the Party and was known as a strong advocate of liberal economic policies. 
However, his cool manner and reserved character have roved· to be handicaps 

n ga~n~n RO ularit in the country at large. Having given a reminder o 
his personal power an placed the government in safer hands, President 
Bourguiba felt able to attend to further health problems, leaving Mr. Nouira 
in pursuing his liberal economic policies. 

President Bourguiba returned to Tunisia in the summer of 1971 in 
better health and having recovered part of his stamina and legendary charis
ma. He soon began to backtrack on proposed political reforms,. removing 
reform minded ~ninisters from office, notably M!". Mestiri. In October ~ 1.971 ~ 
the 8th Party Congress held at ~-lonastir turned out tc be a vc:-1 ... ~0 e t2st · 
of strengtli· etween t e President, backed by his lo~al nd conservative 
followers from the ahel (the coasta! region between Sousse and Monastir) 

n the more liberal elements led by Mr. Mestiri, largely representative of 
the Tunis oourgeo ste. The election of tHe entral Committee showed a cl~a~ 
preference for liberal candidates led by Mr. Ladgham ar~d Mestiri, who 
obtained most votes. Not wishing to be ,outdone by the wishes of ·nis Party, 
President Bourguiba insisted on presenting a list of candidates for the 
political bureau which reflected his conception of how the Party o~ght to 
be directed and clearly bypassed its expressed preferences. Mr. Mestiri, 
whose outspoken stance in favor of greater freedom of the press and a more. 
rapid process of democratization had earned him the reprobation of the con
servative leadership, protested violently at this procedure, which earned 
him the exclusion from the Party. This retrenchment of official policy and 
its clear message that dialogue and change within tlie Party wou no 
toler eo, at teast during the life of the President, left di sident memcr;rs 
voiceless in the wings. Repeate o reconvert them to the fold £a _ 
oeen 0 l~~t!e ava~ • 

Since then the improvement in President Bourguiba's health has 
been paralleled by an increasingly personal and direct control of affairs , 
pursued with an almost messianic zeal in skillfully undoing many of the 
measures undertaken during his absence and leading to a certain "corporatis=· 
colored by ~ return tc more conservative Islamic values. This is all the 

--------·~-~- --------~~----~~----
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more sqrprising from a rna~ who had often challenged traditional religious 
beliefs as impe9-iments tod:evelopment as shown by his stand in 
atin unisian woman and successful attem t to a o · e 

observ t e fasting month of Ramadan. While the President still 
indubitably commands overw e m1ng support of Tunisians, the same cannot 
be said of the government in which no attempt is now made to balance the 
influence and interests of the various regions and clans which still de
termine Tunisian relationships. 

Domestic politics continue to be dominated by the question of 
Bourguiba's su.:!cession, and the President-himself is deeply concerned with 
this prospect. At the present time it would be idle to speculate about 
the eventual outcome given the improved health and unpredictable nature of 
the President. However, this position of uncertainty has led to a certain 
opportunism and an aversion to take firm positions by the leading con
tenders. The President continues to strongly favor Mr. Nouira as his 
successor. The recent constitutional admendment proposed effectively puts 

r1me Minister in an almost unassailable position in the case of a 
vacancy of the Presidency, since he would be the Party leader, the defunct 
President's choice as a successor, and the person responsible for conduc
ting the elections. This proposition has cut short liberal hopes of 
creating either a Vice Presidency, or the appointment of an interim 
President in t~e person of the leader of the Assembly to carry out the re
mainder of the mandate. It is essentially to appease liberal opinion at 
this reversal that it is thought that Bourguiba introduced the limited 
right of censure, which in its turn is counterbalanced both by the intro
duction of the referendum as an instrument of Presidential power and his . 
speech on ~emocracy referred t~ in the next paragraph. 

Closely related to the succession question is the role and nature 
of democracy in Tunisia, which was the subject a recent 
Bourguiba to the Assembly (March 20, 1973). In it, 
of an real form of artici ator democracy in Tunisia, argu~ng that it was 
not a traditional Arab or Islamic form pf aeC1S10n-making, and that the 
Tunisian people were still insufficiently mature for it. A more valid model 
was to be found in the prophets of old who received the advice of t e coun-

_cil · ders but were not oouna y if. out that he had often 
acted against advice in the past, and that history 
been right, thereby making it quite clear that his vision of Tunisian de
velopment cou!.d not be achieved without his direct leadership and guidance. 
As an almost logical conclusion, he suggested to Parliamentarians last 
month to nominate him as President for life, a proposal he had still turned 
down two years ago at the Monastir Party Congress (see attached newspaper 
clipping). 

An important element in the internal situation is the extent of 
and intellectual o· osition to the present re i e, it3 political 

paterna 1sm an iberal economic policies which have encouraged a flourish
ing of the small and middle bourgeoisie. The government's failure to 
create sufficient jobs to employ school and university graduates and to 
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give~hem a role in shaping the future of their educational in titutions 
and country has given rise to considerable opposition, as has ts policy 
of reducing the importance of education in the budget (current iand 
investment expenditure accounts for over 25 percent of total government 
spending) and the redirection into sciences and technical education 
sought by the government. The University of Tunis has seen several out
breaks of unrest and strikes which last year le to the temporary c osure 
of t e University. A further outbreak in February 1973 spread to the 
regions and secondary lycees. A further expression of dissatisfaction 
occurred in the Tunis University after the successful escape of Ben Salah 
from prison last January (he is reported to be living in Europe) and the 
alledged torture and death of his brother at the hands of the police. As 
a result.of these events, a minor reshuffle took place in March in which . 
Mr. Khefacha, Minister of the Interior, was dismissed from his post and 
then made Minister of State, and replaced by Mr. Tahar Belkhodja, a pre
vious chief of police known for his law and order position; the Ministers 
of Health and Education were exchanged in their responsibilities. 
Surprisingly, Ben Salah's escape does not seem to have had any other po
litical repercussion and it looks as if the escape will not be politically 
meaningful. 

The President has again been increasingly active in foreign 
affairs. In 1972 he was the official guest of the French Government, 
thereby achieving a long-nurtured dream of achieving the friendship and 
cooperation in development with the old colonial power. French aid to 
Tunisia was increased, including a substantially modified program in 
education where there are cur.J.!ently over 000 Frer..ch "coo .er.ants" t -eaching 
in Tunisian schools. 

In December 1972, Colonel Kaddafi, the Libyan President, offi
cially visited Tunisia, providing the first encounter between the firebrand 
politics of Colonel Kaddafi and the mellowed experience of Bourguiba. In 
response to an unscheduled meeting held in a local theatre at which Colonel 
Kaddafi spoke forcefully about the need to create an Arab nation from the 
Gulf to the Atlantic, Mr. Bourguiba felt obliged to leave his 
reply in person to the propositions of his guest. 
cri i ue of the failin _s of the Arb movement and of 
~~~~~~~_.~~~~~~~~ sons. 
down an offer by the Libyan President to head a union of their two countries, 
referring to the unhappy fates of previous attempts at unification in the 
Arab world. In short, .his speech provided a reaffirma:tion of his traditional 
policy in foreign affairs~ thereby largely re·ecting the policy initiatives 
taken by his foreign minister, Mr. Masmoudi. 

EMENA CPII C 
May 2, 1973 



Translation of a Press Clipping from "Le Mende" of April 15-16, 1973 

TUNISIA: Mr. Bourguiba: nGeniuses 
of my stature do not grow on trees· ••. " 

Tunis - According to a speech reported in the Saturday 
morning press (April 21, 1973), the Head of the Tunisian State sug

~ested~ to the Deputies of the National Assembly, whom he had co~voKed 
·to his Carthage residence ·on Thursday April 12, that they envisage 
"a gesture which would honor Tunisia": his designation by the Assembk 

ident for .. " 

This solution had already been proposed to Mr. Bourguiba in 
the course of the last ·party congress held at Horiastir- in o-ctober 1971. 
At that time the Head of the State had declined the offer, for he pre
ferred to obtain his mandate each time by popular vote. 

At present, it looks as if Mr. Bourguiba's position has 
evolved and that he fears the effect "of repeated electoral periods, 
feverish periods propicious for the proliferation of microbes dangerous 
to the health of the country. The act of designating me the Head of 
the State for life," Mr. Bourguiba said to the Deputies, "could only be 
a homage of recognition in the eyes of the whole world to -a ·man whose 
name is synonymous with Tunisia, and to whom the ··country owes its 
reputation among nations. It is· thanks to him that the country was 
created from nothing and built up to a respected state which enjoys 
general esteem. Furthermore, this matter relates to a prestigious 
leader whose advice and counce! is eagerly sought by people of all 
countries. Should the Assembly decide to confer him the title of 
President for life, this gesture would honor Tunisia. Through the 
feats which have characterized his political career, through the eminent 
service rendered to his country, through the dazzling success in which 
his actions have always culminated, and through the heavy responsibility 
th~t he has assumed in making Tunisia into an independent state, this 
man has amply merited such an homage, which officially will not add 
to his prestige". 

"It is beyond all question that if a referendum were to take 
place in the country, 99.99 percent, if not 100 percent of the electorate 
consulted would confirm Bourguiba as President for life.... Geniuses 
·of the ·stature of Bourguiba do not grow on trees," the President continued. 
"His birth was a miracle of nature which is not frequently repeated during 
the course of centuries." 



ECO~!O!-ITC BRIEF 

1. This note is based on a draft Issues Paper of the Basic 
Economic Hiss ion "',;!hi r.h Yisi ted Tunisia from Febru~ry 20 to March 24, 1973. 
It contains the main prelinrinar.y findings of the mission and covers: 

I. Government Organization and State Enterprises 

II. Overall Economic Growth, 1961 - 1972 

III. The New Economic Orientation, 1969 - 1972 

IV. 1973 -· 1976 Development Plan 

V. Incmn~ Distribution, Regional Development and En!ployrrlent 

VI. Mobilization of Savings and Resource Allocation 

VII. Agritul tural Development 

VIII. Industrial Development 

il. Edu.0ation and Health 

I. GoYernment Organization and State Enterprises. 

2. ~fuile Tunisia's political situation has been characterized 
by stability, frequent changes haYe occured of late in the ministerial 
establishment, the administrative structure and the relative importance 
of the roles of the public and private sectors. Since 1969, the new 
policy of economic liberalization has JTI.a.nifcsted itself in major but 
sometimes inconsistent changes in the institutional frame1.:ork. A hetc:r--· 
ogeneous team has taken the place of the former p011erful Secretary of 
State. The Prime Minister's authority is limited->by the nature of his 
mandate, which can be recalled at the whliTl ol' the President and by the 
principle of collegiate responsibility w~thin the Party. 
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). Freguent Cabinet reshuffle~ resulted in transfer of staff 
and responsibilitie s from one Minist~ to another. Departments have 
proliferated and a number of public agencies have been created to 
bypass restrictions on salaries inthe public administration. Some 
deconcentration in government administrati on has taken place, however, 
vithout effective decentralization of decision-making. Coordination 
within as well as between, ministries is weak. The Cabinet meets 
frequently for making dec1s1ons wh1ch in fact could often be handled 
at a lower leval. Reform of government administratio~, redefinition 
of ministerial schedules and reorganization of ministerial structures 
are under consider a tion. A start has been made with the l·1inistr-.r of 
Education and proposals for .reorgamizing other ministries are in an 
advanced state. 

4. Thoughout the 1960's Tunisia follot,;ed a socialist approach 
of centrall y ~lanned economic and social development, which was intended 
to overcome the l egacy of colonization that had lef t Tunisia seriously 
lacking in access to capital, both foreign and domestic, technical 
know-how and experienced managerial resources. Remedy to this situation / 
was sought by creating, as vehicles of ~cdernization, institutions under 
public control and hierarchically depend ent on the Government. BY 197) 
a QU 0 ad -· istrative agencies and publi c enterprises had created 
and had received over a t 1r ves men • n the industrial 
sector, the ac t o-thi~ds of value adde · ~2. 

Th ir ov rall profits wa s smal , reflecting managerial 
and technical deficiencies and a Iac of domestic and foreign competition. 
&xcluding the 32 million dinar profits of petrolewn companies and financial 
intermediari es, the contributi0.n of the other State enterprises Has on 
average nil. 

II. Overall Economic Growth 1961 - 1972. 

S· In terms of macro-economic aggregates, some results .are impressive. 
Between 1961 and 1972, investment more than doubled from D84 million to 
D195 million; the investment rate averaged 23 percent over the period, 
increasing from 18 percent of GDP to 25 percent1 and domestic sgyings rose 
from 1 percent of GDP to 22 percen~, thereby substantially reducing ~ 
1un1Sia 1 s dependence on external borrowing from almos t 43 percent of 
investment to 13 percent. The balance of payments position has steadily 
improved since 1967; the deficit on current accoun~which had averaged 

11 nu ion per year between 1962 and 1967, dropped to $69 million in 
1972. A net liabili ty of foreign exchange reserves was reversed in 1971; 
net holdings increased to $190 million by the end of 1972, covering over 
6 months of commodity imports. Principal contributing factors were 
earnings from petroleum, tourism, workers remittances, exceptionally 
good cereal and olive harvests in 1971 and 1972, and a continued high 
level of foreign aid on concessionar,y terw~. In 1972, gross net aid. i1~low 
·totalled $137 million • 

. ..('"\ 
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6. Over.the period 1962-1970, the growth of GDPl/ ~t market prices 
5.1 percent p.a., a little below the Plan's target figure of 6 

sho tfall was lar el due to a series of d o ths 
nt olic which -h.-a-93:z · strative 

~~~~~~~~--~~~~~~~~~~-

in e and projects whose contributions to growth were of a s 
yielding nature,to a number of u sin public enter-
prises} and tro the iscouragment of · · ; ativ:e in nearly all 
sectors except tourism. Given the annual rate of population increase 
(2.5 percent to 2.8 percent per year), the grm~th per capita income was 
less than 2.5 percent p.a. while private consumption barely increased. 
In two sectors l2,!r nee must be considered unsatisfactory: a iculture 
which rew b~ 2.3 percent p.a. • percen if calculated u ng least 
squares growth trend so as to eliminate bias in terminal years) and 
where disappointing results were partly a reflection of poor harvests; 
a d food recessing ·Hhich fell by 2.4 erce (0.3 percent increase by 
least squares • In mo sec ors the performance has been close 
to planned levels, although the gains in production and value added do 
not measure up to the investment effort. rD~h in.-L+uu~sm.~pe~~~m 
a to a ·lesser teAtile~ 1 rge t~~~~~ 
were signs of a break~hrough in olive oil 

1. A remarkab ovtmtent in lace 
since 1970. GDP grew- by 8 percent in 1970, 9 percent in and 1 percent 
in 1972. The reasons for this turnaround in growth performance can be 
attributed to: 

(a) exceptionally good weather for agricultural production 
· with repercussions on food : .processing industry and 
disposable income. 

(b) an increase in olive production, obtained from trees 
planted 10-20 years ago. 

(c) continued rapid growth in tourism, averaging 20 percent 
per annum during the last four years. 

( d ex o · etroleum, to reach 
1972, reinforced by important 

l/ A revision of the national accounts commenced in 1972, and not yet 
finalized, shows a fundamental improvement in performance between 

·1962 and 1970 compared with the conclusions drawn from the previous 
series. The analysis above is based on the revised series. 

; 
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(e)· rapid growth in total workers' remittances, which 
have increased from $9 million in 1965 to $53 _million 
in 1971. 

(f) an acceleration of growth, stemming from renewed self 
confidence in the private sector, and ne'ti emphasis on 
productJ.vl.ty, pro!itaoility a!Itr the private sector. 

8. The first fi.ve developments were only mildly affected by recent 
Government policy changes, being largely attributable to exogenous factors 
such as the weather, worker emigration abroad, and pre 1969 policies to 
develop petroleum, olive plantations and tourism. Most of these factors 
can be expected to last throughout the Fourth Plan period, except for 
climatic conditions which are subject t .o extreme variations, the effects 
of which can more than offset growth in other sectors in ~ bad year. 
Also tourism development and workers' remittances remain subject to 
fluctuations, depending on exogenous factors such as economic stability 
in Western Europe. 

III. The New Economic Orientation, 1969 - 1972. 

9~ The fall of Ben Salah and the demise of the co-o P.rative effort 
was followed by a reassessement and revl.slon o unisia 1 s dev lo ment 

olicies in 1969 and 1970 in the light o · e slow economic growth · · ./ 
achieved au.r::.ng ·c. e prece · ng dec • A J.1ew strategy was formulated. ~~ 
which aimed at accelercttinrs :gro~, e o~ ent, mainly~ 
~reducl.n dlrect Government intervention, elaxing administrativ~ 

con rols an treng ~enlng lncentives and indirect support to product~e 
activities in the rivate sector. In agricultui."'e, because of the large 
infrastructure investments ma e in the past, more efforts were to be put. 
into providing support to production. In in.dustry, further expansion ~ras 
to be oriented priMarily toward exports because of the small size of the 
domestic market, -.;v-ith Government encouragement and support to both 
domestic and foreign investors. 

10. During 1970-1972, a number of steps were taken to promote prt·.,·ate 
investment, relax administrative and legal controls on imports, trade and 
prices, improve mobilization and allocation of financial resources and 
increase the general competitiveness of the econonv. Most significantly, 
measures have been taken to provide incentives for export oriented 
industries and set up an agency for the promotion of investments, Hhich 
recently became operational. The agency's approval of an investment 
project replaces approval previously required from various agencies and 
co~ittees. This will facilitate foreign investment. In development 
financL!g, some measures have been taken or are under study to expand 
the provision of medium and long term credit and to develop the role of 
the banks in promoting investment. The importation of a range of products 
(mainly raw materials and spare parts representing about 25 percent of total 
~nports) has been facilitated by a system of annual import authorization. 
Some of the import monopolies have been abolished. Private trade and commerce 
ha~te been rehabili-tated and some ~asures have been take..n. to relax price 
control~ particulcn'ljr those on agricultural products. '"'::. 

__,- --------------~------,--? 

........ , 
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11. The implementation of the new orientation has been facilitated 
by the acceleration of economic growth since 1970. Confidence and 
initiative in the private sector has been evidenced by the increased 
nwnber of investment projects. However; land and financial re:-=s.-o,.._..._ ... 
in the private sector are now bein i 
han s of a sma a ~ve y rich busj n 

open to all to ~mpor , trade, invest, and raise capital, this group 
could rapidly become a. highly endo-~.;ed oligopoly benefitting from the 
existing system of administrative controls on import prices, investments, 
access to incentives and protective f eatttres already built into the 
system. To counter the risk that the Government's withdrawal from 
direct participation in production and its present laisser-faire approach 
will merely transfer economic power from the public regime to a private, 
or at least a semi-public system controlled by a restricted group of 
businessmen and technocrats, policies of liberalization need to be 
developed and i mplemented withour-ftiTther loss of momentum. This-should 
include measures to remove auantitative control on · orts in favor of 
tariffs to fw~ther reduce and simp ~ y administrative con rols on private 
investment decisions, to entirely abandon the present system_of price 
f~ing on a cost-plus ba~is and to revise + ~±.em of __px9:taQctimL.Q.1' 
domes ·. ' dustr~es. Steps need also to be taken to consolidate rand 
rationalize inc en ives to accord with objectives, to review the interest 
rate structure as ap incentive to savings and financial mar-ket operations 
and to sti~~late medium term credit. It would also be necessary to adapt 
the institutional framework to provid9 ~reatJ~r increased technical 
ass;stance to .zgriculture and industry and a stronger promotional 
orienta·tiiOrt for ·~.~he recent~y intrv~ t.i<.;ed lP.gisla i:,iot?. 

12. This progress, however, wilJ be hindered by a lack of a clear 
conception of what should come next and of how to program and coordinate 
future action. This stems from lack of experienced leadership, excessive 
political caution, the legacy of years of administrative restriction and 
control and a lack of experience with a market-oriented econom • In this 
respect, instit a redefinitio of t 
bilities o _ J.. i s o rnment a encies, enterprises and banks will 
be needed to improve the conception and t e coo· 
heir implementation,and the efficiency of' the economic 

IV. 1973-1976 Development Plan. 

13. The Fourth Plan, 1973-76, has reached a fairly advanced stage / 
of preparation. However, crucial decisjgps remain to be made~ policies 
and institutional reform in such areas as employment, income distribution, 
land tenure, water manag<iH¥ltQRt, and education. Final options on the 
financ~ng of the Plan and domestic resource mobilization also remain 
to be fixed. 
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-~/- 14. The Plan is built around the objective of attaining a rate 
of GDP gr~rt.h sufficient to provide 6 percent increase in private 
consumption while satisfying constraints on the balance of payments 

/ and the debt service. It proposes a 20 percent limit on external 
financing of investment and a 20 percent limit on the debt ser-vice 
ratio. As a subsidiary objective the Plan seeks the creation of 
ne . t ort nities to m et as far as ossible th d 
increase in the labo (See paragraph 23 below). The Plan 
ca o c n inued rapid growth with GDP increasing by 6.5 percent 
p.a., over the exceptional levels of 1972 and a virtual doubling to 
1~2 billion dinars of the investment effort which is more heavily 
weighted in favor of directly productive projects, 60 percen~ versus 
hO percent previously. In developing its strategy the Government has 
placed overriding emphasis on the role of the non-agricultural indus
trial sector as the primarJT source of growth and the principal field 
for employ-i:lt.~nt creation, both being determined by the level of invest
ment involved. The agricultural out nut has arded as ·not being 
a function of ir1v stJ but rather one of 
weather conditiols. Moreover, little consideration been given to 
its potentia1 labor absorptive capacity and to measures needed to check 
rural migration. 

1 5 ~ I!'• ?.g:r-icnJ:t.ure , the livestock and fisheries subsectors are 
:.o r0ccive a SC'::le1-:hat highe:r allocation ,arld e;r ~3at.er emphasis :\s ~i ven 
to projects in dryland farming and to providing technical and extension 
services. How-ever, an important ,.irrigation component is retained with 
a conunitment to several new projects. These should be postponed lll:l±·il 
the antici 8 d · v. a± been demonstrated. 
In l.ndustry, private and foreign investment in texti es are expec ed 
to make this subsector. the :Rrincipal grCY .. rth pole and substantial State 
participation is expected in mining and mineral transformation, petroleum, 
and cement industries. The transportation sector will receive some 
belated C~.nd overdue investments in preparation of a major restructuring 
to be undertaken in the 1 ate 1970's. Continued rapid rowth i e 
in touri with the State limiting its intervention to the provision 
of infrastr11cture. 

16. The Plan calls for domestic savings to finance 80 percent 
of total in~estments. The mi~ion was unable to ascertain the l1kelihood 
of meeting this objective as preparation of the relevant material had 
not yet been completed. Prospects for external financing seem promising 
with exports of goods and services projected to grow at 8.3 percent p&" year 

· .r 
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and imports at 9.7 percent. The remaining average deficit of some 
$113 million, plus $73 million for debt-amortization, would be more 
than offset by a projected annual irulow of external aid of over 
$243 million resulting in a net addition to reserves of some $.56 million 
per year. These assumptions vTould be consistent with a ·debt-service 
ratio of about 15 percent over the next decade, after t~~ing into 
account the probably change in. the grant elament, some hardeni 11g of 
debt tenns, and presupposing a continuing policy of restrictive private 
borrorT.ing from abroad. 

17. Overall the mission noted 

V. Income Distribu"!:_ion, Regional Development and :&np~e!lt_. ~ 

18. inequality of 
income an e concentration 
of economic activit"' · · s a.nd the s. In broad terms, 
bene~1ciar1es of economic grmnh have been those Tunisians possessing 
access to education and scar c e productive assets such as 1 a ndJ 
capital and credit. These include incumbents of high levels jobs in 
Government, State enterprises and public i nstitutions, the o-vmers of large 
fertile land holdings and a relatively large group of employees in the. 
modern urban sector. The group of persons who have failed to derive much 
benefit from growth generated since Independence include the greater majority 
of the farming population particularly in the arid and semi-arid areas, 
employees in the rural sector, and the urban and rural unemployed. 

19. The Government objective of raising minimum family incomes from 
the 1961 average of 25 dinars per head to an average of 45 dinars per head 
by 1971 has not been realized. Governraent estirr~tes indicate that in 1971 
about 40 percent of' the population received i...""lcomes below this target 
even after imputing the value of social services provided by the Government. 
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the o of the 
po ulatio d clined si ificantly. For one-third of the tota 
population, that is about 1.5 million, living in the underprivileged 
areas of the Center and South, rea · come er head is · 
decreased b a 2r to 30 ere between 1962 and 1970. 
situation has been considerably improved in 1971 and 1972 by the receipt 
in the 1-.. ural areas of Horkers 1 remittances and by the higher level of 
personal disposable incomes rler "ving from increased agricultural out put. 

20. Growth in the 60's was concentrated in the urban and 
coastal areas of the country. Wide disparity between the resources, 
potential development prospects, and employment opportunities have 
led to substantial migration from rural to urban areas and from urban 
areas overseas. This migration has deprived rural areas .of prime 
age and skilled workers, increased urban unempl~ent and retarded 
the upgrading of the urban labor force. In addition; the emigration 
of workers to Europe is sk~~ng off skills already in short supply 
in Tunis·a. 

21. Although reliable information on resources, empl~ent and 
income patterns by region is not readily available; it is evident that 
re ional dis pari ties in s s of 1 · · · h. .Regional resources . 
are not gener , have not been iu~rentoried nor fully exploited; 
nor are the possibilities of regional actiyity being maximized. The 
alleviation of the shortage of wat ich is probably the single most 

ant cons n e development of the poorer regions, is not bejng 
vigorously pursued; for example, the results of a UNESCO multi-disciplinar.r 
stu y o sub erranean water resources in the Sahamregion was made available 
to the Tunisians in April 1972 but has not yet been followed up. 

22. The country's productive a 
lesser Xtent o er coastal 

elope areas almost 1ne~ a y finds way to Tunis via the national 
marketing agencies, and local requirements of these regions frequently 
have to be met from Tunis. The Government, State agencies, and larger 
public and private enterprises have their headquarters in Tunis. Local 
Government is virtually non-existent. The 11Gouvernorats 11 are representatives 
of the Central Government without discretionary powers, and could hardly 
play a pivotal role in initiating economic activity. 
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23 • Information nn employment is limited and incomplate. The 
Bank mission esti.mates that a total of 132,000 nev-1 jobs were created 
during the ten-y-ear period 1962 -1971. This is less than the increase 

/___./"----/ in the male population of working age and the number of females seeking 
work. The mission also estimates that out of a labor force of the order ~ 

" of 1.4 million in 1972, 14 ercent (or 200 : 000) w ~ un.em loy~d _ and_ "'- ~ 
22 -.-rce t r o 0

· ' -.,.- der-em loyea • DurJ.ng t ne per1.oa of t.oe..) 
Fourth Plan, the forc e is ex ected tO incre~s e by about 163,000~ 
New jobs for men are expect.ed to amount t o some 86,500 vlhile emigration 
i.s expected to absorb 60,000, leaving a ition af 16,,500 to the number 
of une~ed. Jobs for women ar e expected to increa.se y a ely 
J , O, implying a decline in the proportion of the economically active 
female population. 

24. t creation has not been in the 
past, and as mentioned previous-Ly, e Four year an is not seeking 
employment creation as a prime objective. No attempt is being made to 
guide investment tov-rards labor intensive technology, and little effort 
has yet been made to provide unskilled labor, and students liith high 
school or university qualifications, whether drop-outs or graduates, 
with the professional and vocational training needed to prepare them 
for the t~~es of empl~ent available. Employment proj ections are 
merely an aggregate of the employment needs arising from the project 
content of the Plan. 

25. The Bank rai~si8n \vill develop dct ai.lcd proposals fol" a~ 
employment and income distribution strategy. 

VI ·. }1obilization of Savings and Resource Allocation. 

26. . Mobilization and allocation of resources remain a key concern 
in Tunisia. The Government's proposals for the financing of the Plan 
have not yet been finalized. The high ratio of gross national savings 

· to GNP (about 21 percent in 1972) is a particular feature of the last 
years of exceptional growth in GNP and Gover nment revenue. The 1960 1 s 
were characterized by a moderate improvement in overall performance. 
However, import.~nt shor d in th ra e and incidence 
of taxation, th~ ef iciency and savings performance of State enterprises, 
'=Ehe utl.lizat ion of domestic borr()lt~ing, the development of financial 
intermediaries and market operations. These shortcomings were aggr avated 
by an inappropriate intervention by the Government in price determination. 
Problems in resource mobilization and allocation are likely to persist 
during the f orthcoming Pl an period, but for aifferent reasons, VIhich stem 
from the insUf-ficiency of measures to assure a freer interplay of market 
forces, from the proj ected increase in the rate of personal consumption and 
from the need , as yet not clearly r·ecognized , for a significant inerease 
in Government current expenditure on se7vices to private industr.y and agriculture. 
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The present tax system is ill-equipped to perform the tasks of fiscal 
policy, such as revenue raising, demand management, encouragement 
of investment, full employment and income redistribution. In general, 
no serious at.tempt has been made by the Government to assess whether ' 
or not the present tax system would be able to yield Government 
revenue requirements in the future, nor to carefully analyze the overall ~ 
revenue elasticities of the system. The a hieveme t of a ro"'ressive 
tax structure a ma·or con n Although 

an improvements have been made in the tax administration and in 
collection in the past decade, a greater distribution of the tax 

effect and an extension of the range and diversity of techniques of 
taxation are overdue. 

27. The Government has under active study a number of proposals 
for tax reform. These aim at introducing a value added tax in lieu of 
existing turnover and production taxes in a form which would facilitate 
the extension of the tax base and a lowering of tax rates. The proposed in
oomeUocreforms are based on the recognition that existing taxation is too 
11mited, discriminatory in its incidence and that rates are too high. 
H~ever, they fall short of chan~lng from the present schedular income 
tax system which applies differential rates to different forms of income, 
to a Unitary income tax with a single progress:i~e rate. A similar reform 
is required in the field of corporate taxes providing for lower taxes on· 
retained profits and taxation of capital gains. Taxes should also be more 
effectively collected on agricultural incomes and on those of other self
employed persons.. 1·1oreover, in the interest of productivity, a land v2.lu9 
tax based on the production potential of the land should be introduced. 

28. The Government is now carrying out a program to improve 
general performance and profitability of Sta·-te enterprises and studying 
a package of measures designed to facilitate the mobilization of 
financial resources for the private sector. 

· VII. Agricultural Development. 

29. h has been negli ibl 's, but 
has made a 1971, and again in 1972, as a result of favorable 
weather conditions. The stagnation during the 1960's can be attributed 
(a) to weather conditions -rainfall during the 1960 1 s was some 30-40 
percent below that in the previous decade ~ (b) to the disruptive effects 
of cooperativisat:i.on and (c) to investments with 1 eng gestatj on ;perj ods. 
·tha , ar remained unproductive. The demise of the cooperative system 
has left a vacuum. The Gover~ now slowly and painfully puttirig 
together the elements of a new agricultural development strategy, although 
its approach remains fragmentary. The imminent completion of the Fourth 
Plan pres ent s th~ risk that more fundamental considerations will be over
looked, and that isolated investment decisions will determine the Governmentts 
policy in a number of critical fields in the years ahead. 
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Due to its slow-yielding and not directly productive nature and other 
constraints, such as land tenure problems and inadequate extension services 
in irrigated areas, the heavy investment in agriculture in the ·1960 1 s 
has not yet had a significant impact on output. This raises the question 
whether investment on the pattern of the past should not be halted until 
a realistic reevaluation has been made and the ability to utilize existing 
investments has clearly been demonstrated. 

30. In irrigation, the major question then is to which extent ~-ther 
investment should rather go into on-farm development than into infrastructure 
and whether intensive cultivation will find a market at home or abroad. 
Despite the priority given to irrigation, output of fruits and vegetables 
has remained. virtually unchanged since 1966. There is no clear evidence 
as yet that Tunisia can produce the right crops, at the right time and at 
competitive prices, for European markets which are dominated for eight 
or nine months of the year by large scale, highly developed and sophisticated 
producers in countries such as I taly, Spain, Portugal, Morocco and Is~ael. 

31. In rainfed agriculture, an effort should be made to promote _ 
forage production, tree cultivation, livestock and poultry development~ 
and the- e:>.."J)loitation of subterranean water resources in the South. 
The limited possibilities to export high-value connnodities should be 
explored and marketing institutions be created. Extension and agricultural 
research serv:i.ces, credit facilities and land registration programs ~hcu~d 
be expanded concurrently. 

32. Regional distribution of agricultural investments remain an issue. 
In terms of productivity the greatest potential seems to be in the Nortl1 
where the level of development is already higher than in the less populat ed 
areas of the Center and South. However, given the growing concern for 
rural migration, unemployment and underemployment, the.se areas ought to - . 
benefit from a concerted investment effort to permit the standard of living 
to catch u~. The question is whether Tunisia can afford to forego high--
y i e ld in g investments in an effort to stem the population exodus from 
the poorly endowed regions. 

33 • The "Terres Domaniales'', comprising _§,50,000 hectares of the most 
fert· and in the country, still remain under State centro • The Govsrn- . 
ment plans to se or o erwise dispose o some , ectares, and whilst 
there are Sl~ficient potential buyers among the landowning class, it is by 
no means assured that they would ma.ke the most intensive use of this land. 
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The long term future of the -remaining 500,000 hectares is still not 
clear. At the official level, at least, the Government -remains committed 
to the view that a ricultural land can be use mos 1ve w n 
managed an operated on a ~arge scale in1ply1ng a retention of the land 
"!!dex *be qinbx Ql of' \&e §ta:±:e or large' 1 aRaQWflers. 

34. Land tenure in irrigated perimeters remains an issue. Land 
reform laws provide for ceilings on the size of individual holdings in 
irrigated perimeters which, however, are lar£ely jgnored. These ceilings 
permit cumulation of several holdings in a single family. The mission ~ 
noted an unwillingness hat irri · tensive 
cultivatio i· ved b a landowner 

0 ectares. Because of oversized holdings on y percent 
~~~~~~--~--~ of e nd equipped with irrigation infrastructure in the lower Medje~da 

Valley is fully used, while on the remainder rain-fed cultivation 
continues. 

35. In general, with land at such a premium and in such short supply 
and with theproblems of migration, unempl~ent and underemployment in 
rural areas, the issue of land utilization apd land and water managemepL 
can no longer be left unresolved. Apart from legislating for lower ceilings 

""and enforc1ng these, cuusideratJ.on should be given to the adoption of a 
land tax based on potential produ · d. This would provide a 
sanction on the m1suse or un er utilization land and this t a..x 
should be progressive on the size of holdings. 

36. Despite the difficult climatic conditi_ens and limited 
availability of good land, t.here is scope to increase productivity, 
employment and incomes in the agricultural sector. This could be 
achieved partly through the redistribution as family sized fa-rms 
of the "Terres Domaniales" and other inefficiently used irrigable 
land. There is also sco e switching from production of trad· · 

low la such 

VIII. Industrial Development. 

37. In industry the new development strategy introduced in 1970 
is based on private initiative. It puts prima~ emphasis on export 
industries, where foreign private industries would be expected to make 
~ major contribution in the form of finance, technical know-how, and 
overseas marketing. The_ Tunisians hope that foreign private investment 
will serve as a catalyst and that cooperation and emulation will lift 
Tunisian industries from a semi-artisan status to one of export compet
itiveness. 

. . ..... :.__ __________ ~ 
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L~~~~-w~~~~~~~~~~~~~~~~~~--~~e~d~and, if not over
at least la gel7 jn§ulated frgm competition and outside 

~ luence. The family enterprise is prominent and there is a preference 
for obtaining finance rou ~ a ons rather than through 

· banks and public borrowing. In the case of State enterprises, whilst 
financial and managerial reorganization has been initiated,there are 
other substantial problems, technical limitations of the original 
investment, poor choice of technology, obsolete plant, inanpropria~e 
scal.e o o · and inadequate supply of local raw mate; Ia] which 
pose serious obstacles to effective modernization, and ~vhich have not yet 
been seriously examined. 

· 38. likely to be achieved in 
the etrol e increase in p sphate 
prOduction would depend on e pr~ 1litation of existing mines. 
Beyond this, progress in expanding manufacturing industries might be slow. 
It will depend largely on the Government's ability to organize a strong 
promotional infrastructure which can not only mobilize foreign and domestic 
participation in new ventures and in subcontracting, but can also provide 
a catalyst for reorganizing and rationalizing existing plant, particularly 
in the mechanical and electrical engineering industries. Moreover, 
rational industrial development based on export-industries and private 
initiative can only be achieved within the context of a market-oriented 
economic environment; this is an objective to which the Government is 
of.ficially ~ommitted but on which action to follow up t.he initial round 
o:r measures ·is sti:J. out ste.ndi.cg. From a political e.nd s ocial point oi' 
view, regionalization of industrial development will be important. 
There is a growing concentration of industry in the Tunis area, and 
possibilities of promoting regional projects should be more forcefully 
explored. On~ possibility for encouraging industrial development outside 
the Tunis area is the establishment of industrial zones and estates in 
the poorer regions. 

IX. Education and Health. 

39. Improvement in the standard of living coupled with the promotion 
of equal opportunities was one of the ~3in objectives of the 1961 Ten Year 
Prospectives. In seeking to achieve this, the country has made very large 
outlays for human resource development, representing up to 52% of the 
annual current budget, and almost 30% of capital expenses. M0 st of these 
expenses have been directed at providing universal and free education 
and i.mp!'oving public health. However, the r esults of the programs have 
fallen short of these objectives. This is largely due to the absence 
of an economic or manpower analysis on which to base an integrated human 
resource investment strategy. 
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40. In education the past effort is at first glance impressive, 
with prima~ schools located in the remotest villages and secondary . ~ 
schools with boarding facilities in most small towns. Yet 30% of ~ 
th rima~ school a e a d a her 0% 

e ore com letin The curriculum is heavily 1aseq 
towar aca em1C sub·ect more suited to the needs of tfie mlfi0r1ey Of 
s u en s entering secondary education than to the real needs of the 
majority who have to graduate into active empl~ent with little further 
education. Furthermore during the past decade, the emphasis of investment 
in education has been on secondary and higher education, with little weight 
given to expenditures _on· courses and institutions seeking to match manpower 
requirements. The present situation shows a serious excess of secondary 
and university graduates seeking white collar jobs who cannot find emplqyment 
or only at low salaries. 

41. After years of delay and vacillation, an outline of the p~inciples 
of reform of the educational structure has been prepared by the Ministers 
of National Economy and Planning. These are to form the basis for the 
work of a cabinet level s tudy group to elaborate reforms, with a view 
to gearing the educational system to manpower requirements. This could 
lead to 1najor policy and structural changes at all levels of education 
with emphasis on primary and vocational education and a reduction in 
secondary and higher education to match manpower demand with those 
qualifications. There is yet no assurance that workable conclusions ~~ 
be reached or implemented. The second IDA educa · a ro t includes 
the financing of an educational nla.nning team, \-Ihich is being selec+,ed !:-;
UNESCO and i~ iust beco!:1;ng operatj anal. It is attached to tha Z.~inistr·y 

of National Education. ILO has had a manpower team in the field. for more 
than a year which is attached to the Ministry of Planning. Both groups 
hold out the prospect of guiding planning into the right direction, but 
much will depend on the extent of the Bank's supervision of the UNESCO 
educational team, its direction of l-rork, its integra·Lion into the Govern
ment's policy formulation machiner.y, and its close cooperation with the 
ILO manpower group. 

42. In tQe health sector, expansion since independence has been rapid 
The ~mains oriented to-vTards the provision of curaj<iye ra±.hQP t.ban 
preventive medicine, with concentration on large-scale hospital units. 
S resources and equipment required to operate them are largely inad~uate 
and available service potential is underutilized. Whilst expenditure on 
health service has expanded , complementary e iture on sanitary 
infrastru · ee a 1 nil, excep 1n some of 
~ e Local authorities and communes ack financial and staff 
resources. 

43. A national population planning program started in 1964, and 
r ·eceived strong support from the political leadership. Its ·short-comings 
are described together vrith the on-going IDA project in Section G.J of 
this brief. 



FOP3IGN ASSISTA.t.ICE1 . EXTEIDIAL DE~T A11D AID COORDINATIOU 

1. Tunisia has benefitted by a high level of eA~ernal official aid 
since 1962 (see Attachment I). During 1963-1972, it amounted to about 
U~957 million (in terms of actual disburseroonts) of which 32 percent was in 
grants, including foodstuffs and technical assistance, and 68 percent in loans. 
The major donors have been France, United States, Germany, Canada, Sweden and 
other EEC countries. Official loans have come from bilateral sources for 
87 percent (mainly USA, France, Germany, Italy and Km.;a.it) and fran multi
lateral sources for 13 percent (primarily the Bank Group and to a lesser 
extent the African llivelopment Bank). Hot ever, there h~s been a considerable 
increase in the proportion of multilateral aid over the period from about 
5 percent in 1963-1967 to 19 perc ant in 1968-1972. Program loans :t•epresented . 
40 percent or total disbursement, and project loans 60 percent; the largest 
share of project loans was for irrigation infrastructure, transport and 
communications and tourism. Most aid has been obtained on concessionar.y terms; 
in 1971, average terms of borrowing from bilateral sources were 1.5 percent 
interest and 26 years maturity including 6.7 years grace, while 5.9 percent 
interest and 27 years maturity including 5.8 years of grace applied to multi
lateral sources. Borrowing, on conventional terms, from private sources by 
Government or by enterprises with a Government guarantee, amounted to about 
US$400 million over the decade; it was in the form of suppliers' credits 
(mainly French) and loans by private banks (mainly Italian and French); in 
1971, average terms were 6.4 percent inte stand 7 years maturity. There 
was virtually ~o other external private borr~ng. . 

2. Tunisia's debt burden is relatively high. According to -preliminary 
estimates, total outstanding external 1public debt at the end of 1972 a.'tlounted 
to about IL.90 million ($1 ,020 million ·~, equivalent to h· percent of GDP, 
66 percent or which had been disbursea • . Hm-1ever the maturity structure and 
terms have continued to i mprovd since 1 

1969 whe t he GoYernment started to limit 
borrO".-Jing from private sources; the proportion of outstanding debt at the 
end of 1971 was 60 percent from government (62 percent in 1968 ), 17 percent 
from multilateral sources (11 perceni~ in 1968 ), and 23 percent fron1 private 
sources (27 percent ~n 1 968). As a result of this policy and due to the · 
rapid inc ~ase in expor ts receipts, t he debt service r a t io d~clined from 26.7 
percent in 1968 o 17.2 i n 1972. Preli minary obj ectives of the Fourth Plan 
are to keep the ratio of external debi· co Gil below 50 percent and to reduce 
to about 20 percent the share of investment financed from ext ernal sources. 
This share averaged 35 percent in the decade 1963-1972. Horeover,the 
Gove~~ent in ·future intends · to be more selective on the conditions of external 
borrcr-tri.ng and to give preference to pr oj ec-t a i d over program aid. Nevertheless, 
in the long term overall aid require~ents will r emain high. 

Aid CoordL~ation 

3. There is evidence that aid has bean r eceived in amounts which 
exceed Tunisi a 1s abilit y to utilize it effectively. Coordination on the 
~~-u. s :. a.."1 s i de is "'v~k . · _a_ ra.3pv::1Si1ili J.::iY of t: a Hini s l.ry o.~. the Plan for 
scrut ir.dsir.g requests and evaluating r(lsul ts is not clear and is liable to be 
seri<T. s l y chall enged by the or:~ ginatin. > ministries. The economic mission 
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mission held discussions in Tunis with the USAID mission and the embassies of 
France, Germany, Italy, Belgium, Canada, and other bilateral donors of lesser 
importance. ~ba.ssy officials (except for the French) expressed disquiet at 
the lack o! cooperation of the Government in the field of project identifi
cation and aid coordination. This corroborated the mission's min experience 
that in many cases aid was not allocated to T\misia's economic priorities. 

4. As Chainnan of the Consultative Group for Tunisia, the Ba.n..k 
plays an important role in the contacts between the Tmlisian authorities and 
the donor countries. Its meetings, held since 1963, provide a forum in which 
issues such as Tunisia's economic policies and problems, external aid 
requirements, problems in preparation and technical assistance, and coordination 
can be discussed. 've expect to step up our reporting to the Consultative 
Group on aid flows, with a view to demonstrating the need for greater 
coordination among the donors and within the Government. We also hope that 
lists of pre-investment and technical assistance projects can eventually be 
prepared for the Consultative Group,_ in addition to the regular capital 
investment projeot list. CoordL~ation~y the Bank with individual donors on 
specific projects has often occurred in the past ru1d is expected to increase 
in the future. Joint financing has been undertaken with the Kur..tait Fund 
and Kf'W, and parallel financing with Sweden. In the future, joint financing 
is envisaged for the Irrigation Development project in FY 1975. In addition, 
we hope to integrate bilaterally-financed technical assistance in other Bank 
financed projects such as the Sedjenane Livestock and Rural Development Project • 

• 



FOP3IGN ASSISTJJiCB 1963-]~_.~72 

Tot al 1963-l 972 (ten zears) 
Million of Million of 

Dinars Dollars Percepta~e distribut..:.on 

A. Total disbursed public aid h82.9 956.1 100.0 
of which: 

Grants: 153.7 306.5 31.8 100.0 

Food aid 40.7 81.2 26.5 
Equipment 13.3 26.5 8.6 
Financial aid 17.1 34.1 11.1 
Technical assistance 82.6 164". 7 53.8 

Official loans . 329.2 650.2 68.2 100.0 

USA 148.4 293.1 45.l 
France • . i 32-.·7 64.6 9.9 
Ger.many 29.8 . 58.8 9. 0 
Italy 28:o -..:.. 55.3 8.5 
Kuwait 22.7 44.8 6.9 
Eastern European coun ries 8.1 16.0 2.5 
S-vreden 4.5 8.9 1. 4 
Other countries 1/ 11.9 23.5 3. 6 
IBRD/IDA 42.0 8).0 12.8 
BAD 1.1 2.2 0.3 

B. Total disbursed private 
lending 205.3 l~Q3.8 100.0 
of which : 

• Suppliers credi t s · 125.? 247 .J 61 .2 
Commercial credits J6.J 71.4 17.7 
Financial credits LJ .3 85 .1 21.1 

~/ Canada , Netherlands~ Denmar k, Sp ix , Uni t,ed K·.ngdom 

Sourc(. : Tunisia , _ .. ini s try of Planning 



ANNEX 

AGRICULTURE 

Recent Experience 

1. - Over the past decade and more, Tunisia has made very substantial 
i'nd important investments 'in the types of infrastrtic'iure which can _support 
a viable agriculture -- setting in place the physical equipment to irrigate 
about 100,000 ha, an excellent road system linkirig the countryside to the 
towns, a well-equipped and well-staffed research organization, a largely 
literate population, a good stock of mechanical farm equipment and a rea
sonable number of people familiar with its care and use. In addition, there 
is strong demand for agricultural commodities, both domestically and abroad, 
new varieties of wheat are being introduced and some new land remains to be 
exploited. Thete are problems associated with land tenure, but they are not 
the problems which arise from grossly unequal land distribution and the at
tendant landlord/tenant relationships which are found in some other parts 
of the world. Putting all these factors together, there is good reason to 
think that Tunisia may be on verge of a genuine improvement in the level of 
agricultural performance -- a shift from the slow and uncertain growth pat
terns of the past. What has been lacking thus far is the catalyst · which can 
initiate such a change, and in this context the possible change in private 
attitudes makes this unkno\m an important one. Other factors obviously are 

· present as well, and weather may continue to be a dominant one among them!' 
but the Government now seems convinced that the main catalyst to bring about 
important change s1wuld be the private sector, ar1J policie;s and act;i..or:s shoulJ 
be oriented toward broad support of the initiative li~ely to come from that 
quarter. 

2. The role for agriculture in the future must reflect the fact that 
the resource endow:nent for agr-iculture in Tunisia is neither large nor uni
formly good. The northern half of the country, particularly certain areas 
along the coast~ has the most fertile land and a climate and rainfall pattern 
suitable for agricultural development. This portion contains the bulk of the 
population and is the location for most economic .activities. The southern 
half, by contrast, is semi-arid to arid and has few resources for agriculture. 
The sparse population there consists of nomadic pastoralists concentrated 
around a few oases or coastal towns. About one-third of the total area of 
the country (5.3 million ha) is cultivated, and another one-fifth (2.4 mil
lion ha) is in forests and extensive pastures. Slightly under half the total 
area (7.3 million ha) is classed as 11 unusable land" (see Table 7.5) • . 

3. Rainfall has always been an important explanation of agriculture 
performance. Only two years out of five are expected to have rainfall that 
is adequate for good crops, and fluctuations around a relatively slow growth 
rate of 0.8% over the period 1962-1971 reflect this. Years of good rainfall 
(1962-1965) accompanied a growth of 3.5%; years of poor rainfall (1966-1969) 
relate to a negative growth of -9.6% per annum. The most recent year, 1971, 
was a year of good rainfall and was associated with a growth of 11.1%. The 
fluctua t ion in rainfall is in contrast to rather stable trends in the use of 
agricultural inputs over much of the same decade (see Table 7.7).. Exceptions 
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to this have begun to appea r in the las t two years, particularly with reference 
to fertilizers (nitrpgen use in 197 1 appea ..:-s nearly doub l e the amount for. the 
hi ghest previous year) and spare pa r ts f or mechanical equipment. 

4. Shifts in the relative i mportanc e of crops and 1.ivestock havt! been · 
taking place to a limited degree . Cereal s have a l Hays p l ayed a rather domi
nant role in the sector, in terms bo th of the value of production and the 
area devoted to cereal production . This position is now undergoing change 
in two respects. First, Durum \-7h ea t i s tbe staple o f Tunis ian diet, and its 
pr oduction has alvrays exceed ed · t ha t of bt't:ad · 1/1ea.t and barley. However, the 
high-yielding varieties of \vheat based on those or i ginal l y developed in Hexico, 
and introduced starting i n 1967 under a p):·o jer:t s upp9rted by USAID, are bread 
wheats. Under the combination of i ncentj_ e ~ provided by a reduce d pr ice dif
ferential compared to Dur um tvhea t and t he higher yie l ds obtainab l e with the 
ne\·1 varieties, product ion of bread wheat s has doub1ed a t t he end of . the last 
ten years. Second, the value of productiou coming f r om fruit~ (including 
olives) and ve getables appears to be r is ing sligh t ly relative to ce r eals. 

5. The area under f r uit t r ees has i ncreased f r om 900 thous and ha in 
1962 to 1.2 million ha in 1971, l a r gely f r om inc r eases i n olive, almond and 
apricot trees. Olive is the mos t impor tant in terms of volume, value and 
exports, but is subject to wide fluctuations in produc t i on rela t ed to rain
fall patterns, plus the generally indif f er~nt a ttitudes t oward tree husbandry 
on the part of many f armers. The olive c r-op fo r 197 /.. i s expected to be a 
record one .. ho"Y;rever. Citrus has tended t o be the _ se.~.ond most vaJ.,uab le fruit 
crop in recent years, but production a nd yields have bee n declining due to 
lack of water for irrigat ion in the major groVJing r egion of Cap Bon, the 
siting of new plantations on poor soi ls and, i r so·rne cases , lack of care in 
dealing with planting material, wh i ch has s e ·ved to introduce diseas e and 
reduce the capability of the stock of t r ees. The wine grape produc t ion has 
been declining as a result of deliberate pulicy t o reduce t he _area devoted 
to it in the light of marke t constr ain ts in •·he [ ormer major · markets for 
Tunisian wi nes, but further reductions in rea now s ee~ unl ikely. Date 
production gr ew fairly steadily up to 196 8 , fo llowing ·which the trend seems 
stable at levels belo\v t he peak r eached i n that year. On ba lance, the role 
of fruits within the s ec t or does not s e em t o l 1 a~e al tered s ignificantly, al
though there is some t endency fo r produc t ion fr om ol i ve, apricot and almond 
to grow at the expense of ci tr~s and wine grapes. 

6. The area under vegetable produc tior ha s ·increased from 30 , 000 ha 
to 60,000 in recent years , and produ~tion i ~ sel f (with the exception of arti
chokes) has a l s o doub leu be tween 1961 and 19 71. ~fuch of this increase occurred 
on fields privately i rr i ga t ed, with one result being a n1inin g of groundwater 
reservoirs in Cap Bon and l~rnag . Yie l ds of potatoes, artichokes and peppers 
have decl i ned; yields for tomatoes and o ther vege tables have gone up •. Prob
l ems for marke t ing and c r edit pers is t in connec tion wi t l1 th is aspect of pro
duc tion, bu t t he vege t able s ub-sector is tile on ly one whi ch shows s ome indica
tion of increas ing its shar e of va lue o f p ·oJuct i on comin8 f rom ngric~lturc. 

'"::~.' 
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7. The livestock situation is less clear~ larg~ly because accurate~ 
data are difficult to gather. The years 1966 and 1967 seem to have been a 

_... high point in terms of volume and value of production. Weather has been one 
/ factor since then, but the national (particularly cattle) hard was r~portedly 

~~ducecl by excessive slaughter rates in the wake of intensified efforts to 
expand the coopt:~rati ves during l969 • . , This is probably being reflected now 
i.n the declining trend of prod.uction, and attention may again be devoted to 
building up herd siz~. By contrast, poultry production shows a marked in
creas~ over the pa~t ten years, more than doubling in volume aud value be
tween 1962 and 1971. With the exception of goats, which have had a slight 
increase in the last three to four years, poultry is the only aspect of 
liventock to exhibit healthy growth. 

8G Agriculture's role in foreign trade has been changing. Exports 
of agricultural origin exceeded imports of agricultural commodities and : 
processed goods until 1966, but in four out of the five years since then 
imports have eY.ceeded exports. Given the relative stability in the trend 
of agricultural output over tlte decade, th~ loss of exportable surpluses 
results from the increasing import of agricultural goods due to both growing 
domestic population and a rapid rise in tourism. The stability in agricul
tural output (1962-1971) is matched by stability in the export trends. Again, 
as noted earlier, some shifts have taken place (cereal exports are down, vege
table exports have risen, in certain years olive oil exports are very high), 
but the overall volume of agricultural exports has followed a steady trend. 

B. Constraint3 

9. There are many things which can affect performance in the agricul-
ture s2ctor, and some of these have been noted briefly above. But the real 
constraints for Tunisia at present are less nature, infrastructure and skilled 
.labo:t.· J which happen to be underutilized, but policies affecting investment, 
inputfi and incentives, and the · general machinery of policy formation and 
decision making. Among the incentives are included the broad economic en
vironment which supplies the stimuli, and sets th~ real opportunities, and 
to \vhici1 private initiative does respond. The problems and performance of 
direct public sector projects (e.g. state farms and agro-combinates) also 
cc;ntinue to have a major influence on sector productivity. 

10. The Effects of Land Tenure. The main features of the distribution 
of. land O\>.rnership in Tunisia are shown in Table 7. 5. This shows that a vast 
proportion of all private farms are less than 50 ha in size, and that nearly 
two-thirds of the land is in farms within this limit. There is a very small 
number of large farms (above 500 ha). although the land included in these 
(271,000 ha) is almost as r.mch as the land comprising the two-fifths of all 
farms which have less than five ha each (305,000 ha). The distribution pat
tern is therP-fore skewed; but not as badly as in many other countries. When 
one speaks of private sector agriculture in .Tunisia, one means mostly small 
farm units, whether in numbers of farmers or in area covered. 

_. 
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11. Another fea ture is the importance of the privately-held lands .; Out 
of a total of 5.3 million ha of usable agricul t ural land (exc luding fo rests 
and collective land for pastures), 4.5 mill i on ha , or 85%, a re privately owned 
and operated. While this includes a great deal t hat is farmed us-'ng_ tradi- . 
tional methods, the r e lat i v e 'size of this pa rt o f the. ;ec tor gives it ra 
strategic importance in planning sec t oral development. 

12. Much of the gover nment's a ttention has been drm·m t o tlie. oper at ion 
or disposition of lands which hav e come under its control foll o t<-:i ng acq uisi
tion of former colon properties - - the state f a rni.s, the agro-c Oi11bin;.:t s and 
the cooperatives. This ha s used a major shar ~ of th~ respur ces . . of both pe r
sonnel and money. In contrast, the task o£, s uppor ting a nd pror1u::ing t he 
far larger private sector has been under-manned and under- fi na ncn.d. 

13. The re is ver y llt t le known about l and us e, on the e x tent of ten-
ancy or the conditions under whi ch tenants operate , or on the deg ee o f frag
mentation. Out of the 4.5 million ha of pr iva te l and, only about one mi l lion 
ha are actually regis t ered under a clear ti t l e. Another 1.5 mi llion ha are 
covered by \alhat is called an "Ar ab Ti tle," 'tvh i ch is less prec i se than an o f
ficial registration but is reasona bly secure. The rest of t he land i s with
out title of any kind, most of it used under righ t s which are r ecognized 
within a pattern of traditional exploitation. Continuin g redlstribution of 
land through inheritance has led to a great deal of fr a gmenta t ion, though 
t!1e exact amount is no t kr..own , and i n the i r r iga::e.d. areas ya r. ticul~ ~..·l y this 
crt:!ates very complex pr oblet,ls of equi tably reorganizing Loldin~s to make 
possible the operation of the irrigation sys tem . Inability to s how clear 
title to land is also a factor in l imiting acce$s to c redi t . I n the ca s e 
of Tunisia th i s has probably not been the main rea~on why small f .... :rmer s ha ve 
had difficulty getting credit if t hey had use f or . it, bu t expanding the r eg
istration of title to l ands Hould be an important prec onditioa for o_more 
effective rural credit system . 

14. Until 1969 there was lit t l e urgency in gov.ernment t o r E.snlve ques
tions of land mvnership, although a p r ogres s ive ca dastra l progr ·· n, includi ng 
allocation of titles a nd re-arrangement, was started i n 1964 . Priority is 
given to areas where gove r nment development programs are being i r.1plemented , 
OTD lands, or collective lands, but it is cle ar t hat at the p r esent r a t e i t 
will be many years before c6verage be comes r easonably comp l ete, even f o r t l1e 
most productive areas. As of now, only Na beul and one - hal f t l1e soveruorate 
of Sousse has been covered. The d i r e ctorate charged with respon ~~i.bil i t y f or 
this program has difficulty find i ng the trained personnel to do t h e \·7ork, 
and there is not enough all ocation to cover t he cos ts o f transpo rt. and sur~ ey

ing \-lork. 

15. Irriga tion. The problems a ssocia t ed with irri ga tion i nclude ma ny 
which apply to non-ir riga t ed area s as well, but . it is useful t o place irr i ga
tion per se in some pe rs pective and to indicate how the const r aints have 
worked in that sp ecial cas e . I r rination has for years absorbed a !acge s hare 
of r e sources al located t o agricul ture (about 30% on ave rage ), ye t the to t a l 
a rea which ha s bee n e qu i pped f or irrigat ion is about 100,000 ha , or les s t han 
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two JH'rt:ent of the cultivated area. ·_-of this 100,000 ha, however,- only abo'ut 
__.half ls actually being irrigaterl at present, 3:nd this half is divided bet\vee n 

" the public sector (30,000 ha) ~nd the p.rivate sector (20,000). Horeover~ the 
scope for additional irrigation is not' ·large. River resources are not exten
sive, and there are problems of salinity .. in many c.a~~s. A Hater rlaster Plan 
is being prepared for the ~edjerda R~ver, but even with the extensive invest
ments required to complete this Master Plan the additional area to be irri
gated would be relatively small --- about 50,000 ha. Groundwater sources ar"?: . 

· already showing signs of depletion in some areas, although there is some pos
sibility that large groundwater reserves may lie under the arid regions to 
the south ·, and · a pi lot project of ground,vater development has been star ted 
near Cubes. The economic contribution from irrigation can be·very substan
tial, lmwevet, -- possibly as much as 30% of the value of ·agricultural pro
duction in 1970/71 came from i r rigated areas, and the growing vegetable pro
duction sub-sector depends heavily on ·irrigation. But expansion of new irri
gation i.s not going to occur very rapidly, and meanwhile there is economic 
waste in the fact that half the areas equipped for irrigation still follow 
a traditional cropping pattern based on rainfall. 

16. The difficulties of getting more of the equipped area under irriga-
tion were recently examined by an FAO IBRD Cooperative Program mission. There 
is some need for physical rehabilitation of existing systems, but this is ap
parently a minor aspect. More critical are the low yields, lack of knowledge 
about irrigation practices, the failure to use modern inputs (due to both sup
ply and knowledge deficiencies), the confused land-o-..mership pattern '-'Jhich 
makes it difficult to re-arrange holdings and convince the farmers they will 
benefit from the re-arrangement , a lack of marketing information and means 
of access to markets which affects the farmers' perception of their economic 
opportunities. Credit has not been effectively tied to extension efforts in 
the irrigated areas, but without markets and with ill-timed input supplies, 
it is not certain there is any way to use credit economically .. 

17. There is not much information available on the privately irrigated 
areas, although it seems well established that there are problems of water 
management, control of the reservoir levels, salinity and frequently limited 
knowledge about proper irrigation techniques. Considering this together with 
the experience in the public sector project areas, the irrigation sub-sec tor 
offers opportunity for developmental efforts which could make a substantial 
contribution to overall performance. 

18. Investtnent. The Government has put much of its investment in the 
last ten years into major infrastructure works: of the total, 25% for -forests 

· and conservation, 29% for irrigation, 15% for plantations, 8% for research and 
9% for rural housing; animal production, machinery and equipment accounted for 
the balance of 14%. In addition, since general Government investment also ac
counted for 70% of the total investment in agriculture, the share. of enter
prises has been limited to 30% and of this, private enterprise including co
operatives accounted for only 16%. This has represented a rather heavy c n
centration o( investment in projects of a long term nature and a correspond
ingly low percentage in projects which are likely to make a direct contribution 
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to pr oduct ion. Si nce 1965 C e s hare of priv~te en terprises has been increas-
ing s t eadily with the e;-:cer-·tion of the major set back in 1969 due to the 
stepped up program of coop~ .:- ·,.t ivization., Private f a rmers outside the coop-

4 • • • • • • : ~ I • · 

erat:Lves have been slov.r in :2s t ors d uring t he s e cond half of 1960 but with 
increas ing conf idence i n tbs new policies , private investment may now be 
expe c ted to increase rapit ly~ This should assi s t t he Government to change 
the overa l l investmen t mix so that whilst increasing the absolute figure of 
investmen t in a gr i cult ure c~~r t he 1ext pl an period~ at least 50-60% could 
be in dtrectly producti ve activi ties.. This obj ective will pr e s ent its O\vn 

problems of identifica tion and pr eparation of projects especiall~ _ in view 
of the high proportion of current , but neverthe l ess, developmental expendi
tures i nvolved i n effor ts ~o increase productivity. 

19. Agricultural I ___ ;'~':..~· Und er. proper condit ions the use of modern 
agricultur al inputs can br:' ng r ewarding i ncreases in yields -·- a commonplace 
observation which sometimes obscures the difficul t ies of bringing about such 
use~ Tunisia has long beeu e~Jo sed to a variety o f modern i nputs -- fer
tilizers, quality seeds, wode ·n i mr lern.::!n ts -- but the impact on the sector 
at present is s till l i mited, lar gely to t he bigger farm units and much of 
this in the cooperative a nti publi c sec· ors. 

20. Experience thus far with the introduction of Mexic an variety bread · 
wheats - affor ds ::>011 e i nslgL t. t o the genertil na t ure of the prob l c;m , even though 
this experience relate s to 01 ly one crop. Wi t h adequate r ·ainf a.ld, proper 
seedbed pr eparation, s ufficient f ertilizer, and good standa r ds of husbandry, 
the new v;heat variet i e s can i ncrease yields by 2-.3 times. The larger farms 
in the cerea l zones have~ iu fac t , been able to t ake advantage of this (about 
65,000 ha a re being so~·n il the new varieties), but the sma l l farms have 
largely withdrawn from a pragram which had as much as 30,000 ha on small 
farms in 1970. Small f arms reportedly did not find the new input s gave very 
different resul ts, but this was -because they apparently do not , or cannot, 
use t hem properly. For e~~ample , seedbed preparatioiJ. .was poor because the 
animal drar .. m equipment does no t do the s ame quali t y job as mechanized equip
ment on t he large fa rms ; t &1 ey d i d not app ly f ertili zers, either because they 
could no t get t hem or re~old them if they could get them; they did not weed 
their fi elds prop~rly, a nd this affected yields adversely. This becomes 
smne t hing of a vici ous circle , and b reaking it will require imaginative and 
concentra t ed effor t s t o ov~rcome the technical and financial obstacles to 
wide r adop tion by small far~s . 

21. But even fo r t he l arger farms, t he problem is not negligible. Im-
ports of f ertili·Jers are Htade by gov ernment, by inporter/distributor and by 
organization of farmers ttemsel ves directly. Impor t s of nitrogenous fertilizers 
have been increasing at about 15% per year, and i n 1971 reached 74,000 tbns. 
About 60% of this i s used for ,,,11 eat, and particularly the Hexican varieties, 
but · if the tar get is r e ache· of 300,000 ha under improved varieties the im-
port of ni trogenous f ert ilizers will have to more than treb l e the 1971 l evel, 
and this excludes the n eeJs of other c r ops -- vege tables and ce rtain fru i ts. 
I t seews doub t ful that the present distribut ion system is ca pa ble of handling 
this increase i n volume Ji t-.1:out s pecial measures to improve it. 
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22. Nechanization offers its own problems. It is difficult to devise 
ways to bring the advantages of improved land preparation, cultivation, and 
land levelling in the irrigated areas to farme rs too small to obta in · their 
own equipment, or to be able to finance the hj_ring of services •. _For t he . 
larger farms there have been problems of main tenance -- until rece~tly the 
imports of spare parts has been insufficient (the 1971 da t a show a ve ry 
sizeable jump in spare parts use), arid services of mechani cs are ·repor tedly 
scarce. One does not know the extent to which medium sized farms are mech
anized, but it would be surprising if there were not impor tant ques t ions as 
to the types of mechanized equipment which could be economically employed, 
and the best means to supply or finance t~em. It is at this~_ level tha t pos
sible impact on labor use becomes a critiGal consideration , and where further 
study is needed to provide·a basis for policy. 

23.- . Supporting Services to Agriculture. A recurrent theme in the above 
discussion of generalized constraints has been the need to provide s pecialized 
information abou t agriculture, or skilled servi ces, to farmers in the private 
sector. l"Jlben one looks at the numbers alone, leaving aside aspects of expe
rience, Tunisia has made an imposing start at providing a cadre of t rained 

- agricultural personnel. Best estimates available indica t e there a re about 
700 agricultura l engineers (university level training),. 3 , 400 techni ca l 
assistants (six years of secondary education), 1,200 techni cal ag~nts (th~ee 
years of secondary education) and 27,000 trained agricul t ur al assis t a nts. 

24 • \·fuGn one. considers the. organizations dealing with ,. agriculture, . a.nd 
the pattern of assignment and use of the trained manpo,ver among these or gan
izations, there appears to be a prima facie ~ase that over l apping and duplica
.tion must occur in certain cases, at the same time there is inadequa t e tech
nical help available for others. The Hinistry of Agriculture itself has nine 
directorates, of which one d .als specifically "YJi th extension activities (studies, 
mass media programs, demonstrations). In the gouvernorates , however, there 
are only one to two technical assistants/technica l agents per delegation 
(35,000 ha). The }linistry of Agriculture also ha s supervisory control over 
five Offices, or parastatal organizations, for direct productive activity (Office 
des -Terres Domaniales, Office de Hise en Valeur de la Vallee de la Hedj erda, 
Offi.ce de l'Elevage et des Paturages, Office des Peches , Cooperative centrale 
de 1a Motoculture et de Hiso en Valeur agricole), three Off ices fo r l1arketing 
(Of(ice des Cereales, Office National de l'Huile, Office du Vin) and an. other 
org~,ization which is not related to agricultural production directly a t al l 
(Societe Nationa le de Distribut;lon des Eaux). The Minis try also plays an 
important role ~n the activities of four large s pecial cooperatives (Cooperative 
Cent rale des Semences, Cooperative Centrale des Semences e t Plants Selectionnes, 
Cooperative Centrale Oleicole, Cooperative Centr ale Nebhana). The major share 
in the available manpower probably has gone to the Hinis try of Agr iculture, and 

.to the five offices engaged in agricultural production under one form or ano ther .. 

25. Extension activities .·as such did not r eally get started L .ttil 1967. 
Befor e that: , ext ension '\·Ja s carried out on a somewhat ad hoc basis, and not 
conce ntrated e i ther geographically or by part i cular problem~ In the effor t 
to ins ta11 cooperatives as the. dominant institut ion in Tunis ian agricul~ure, 
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there was an understandable tendency to concentrate the trained manpower re
sources on the cooperatives, and on the state farms and pre-cooperativ~s from 
which the cooperatives were to be drawn. The 15-year effort to bring devel
opment to the lower Hedjerda_ vallf?y under .f.l special, O.(.fice created .to guide 
this development also constituted an important claim en available manpower. 
Changes are starting to be made as discussed below, but until now the dis
persion of trained manpower among the many claimant organizations dealing 
\oJith agriculture (many of them in a· direct production capacity), has meant 
that the typical farm unit was left without the benefit of whatever technical 
advice and guidance these personnel could give. 

26. Credit. The situation with respect to credit should be a reflec-
tion of the economics of using it, that is, the ability of farmers to expand 
commercialized production because they will have surpluses from which to re
pay their borrowings. The constraints noted above individually, or together 
in some combination, would probably provide reasons why it may not pay a 
farmer to acquire credit. or why he may be unable to repay a credit if he 
were to receive one. The other side of this coin is that without credit it 
would be dLfficult for the smaller farms to overcome some of these constraints 
(e.g •• to obtain the inputs, some irrigation improvements). While it is thus 
possible to e xamine credit as a specific factor, or constraint, it is clearly 
part of a larger package. Credit by itself, without some opportunity to use 
it in ways which would transform agricultural practice, need not be partic
uarly atlrac£ive • 

.27. For the most rece~t years the bank credit available for agriculture 
production excluding agricultural processing, has been under 15% of bank credit 
for all sector s, and this was dividecl about 30-70 bet\veen short term and medium 
term credit. This, in turn, v.ras slightly more than one-fifth the total value 
of agricultural production in those years. There is no record of the volume, 
or the length of term, of credit supplied from non-institutional sources, but 
the presumption is that this 'vas not a significant factor. The relative 
adequacy of available credit is thus not possible t-b measure with any ac
curacy; while it seems more adequate than in many developing countries, it 
must be far from optimum. 

28. Another measure of credit, and· its current role, is its distribu
tion among borrowers. During the last 10 years, more than three-fourths of 
the institutional credit allocations have been to the public sector and the 
cooperatives; the private sector received slightly less than one-quarter. 
Of this latter port i on, about 80% '"as received by large scale farms. The best · 
guess is t hat: . this outcome reflects both the difficulty small farmers have in 
using credit effectively, and a bias in the lending' system which largely pre
cludes them from access to credit. Governmen t has been searching for means 
to remedy t his state of affairs, particularly since 1970, and three new ap
proaches to credit for small farms have been launched on an experimen~al basis 
since that time. One of these, called "cellules de rayonnement," uses produc
tion cooperatives as channels for the distribution of credit in kind of fer
tilizers, seeds and mecha~ized services; a second is a supervised credit/ 
extension program (Sbiba and Oued aelise); the third utilizes branch offices 

.· 
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belonging to the Office des Cereales and the large specialized cooper~tives 
as channels for seeds and fertilizers ·as credit in kintl. 

29. Price Regulation. The Government formerly intervened directly and 
on a wide front in the regulation of prices in order to avoid inflation and 
maintain employment. Since 1970, hmv-cver, the principle of a new agricultural 
price policy has been acceptP.d which should aim at encoura~ing production. 
The Government has already liberalized the prices of many products. However 
the system of regulation remains for cereals, dates, sugar, wine and oils. 
There remain some problcli1S to be overcome in reconciling the need to provide 
adequate incentive~, essential to ensure that other measures of the Government 
are successful, and in moving towards a new form of equilibrium after such a 
period of intervention. Detween 1961 and 1971 producer prices, excluding 
special premia, increased by 14% for hard wheat) 25% for soft wheat and 40/~ 

for barley compared ,.,i th 46% for Hholesale prices and 54/~ for indus trial 
imported goods. Given the present pattern of prices it is also doubtful 
whether increasing final product prices alone will be sufficient to provide 
the desired incentives in all cases; it may be necessary to supplemer:t r:his 
approach by price reductions on and improved availability of, inputs. If the 
objective is to have a direct impact on production, changes in prices to the 
farmer should reflect JTK"\re or less directly the changes in the underlying 
supply and demand conditions. Greater use could perhaps be !lJ,ade also of 
differentials reflecting improved quality. 

C. The Role of Agriculture and Some Policy Objectives 

30. Agriculture's Role. Largely because of the problem of finding a 
suitable management and organization for the productive lands originally owned 
by former settlers, the approach to agricultural develop1:1ent in the last dec
ade has been associated predominantly with the se~rch for a solution to these 
problems. Adherence to a cooperative system "tvas regarded as providing the 
most useful way to find such a solution, and the development and expansion 
of the cooperative system was regardeu as a vehicle for introducing major 
structural reforms into the agricultural sector. As a result, agricultural 
policies were related only in ~art to specific economic objectives. Instead 
of continuing to concentrate on finding a solution to these same problems in 
a mixed or private enterprise economy, a more pr0ductive approach might now 
be to determine the required levels of output and adjust institutions, policies 
and incentives to achieve these objectives. This vlotlld also have the advantage 
that t:hc formulation of policies \voultl not be based pri111:1rily on the special 
and historical functions of existing institutions; instead, a more comprehensive 
approach could be made to develop a productJon-oriented strategy in which the 
roles of frrfg;1tton, agro-combinats, cooperatives, large scale dry land farming 
and tradit:l.onal rain fed agriculture would all be integrated • 

. ' ,r 
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31. I n t he next decade achievement of a 6% annual growth target of 
the economy is l i ke l y to depend on an increase in agricultural output of 
·about t~ (~ p -...r year o Furthermore 9 any net decrease in unemployment will depend 
to a l a rge ext: e.n t on the maintenance of employment in agricultural activi
ties a nd a hal t t o rural emi gration.· This, in turn, wilL depend on higher 
rura l i ncomes, e:ploitution o f agricult ureqs unused potential (for examp-le, 
in livestock pr oduction and in irrigation) and development of complementary 
rural ac tivi tie s (pa r ticularly agro-industries). Even if, from a standpoint 
of natural endo~mtent~ agriculture cannot be considered the leading sector for 
deve lopmen t and, even if a 4% gro\vth tar~et could not be achieved, agriculture 
does have an i r.1portant role to play and it is vital that policies should be 
drawn up \·7hich ~-1ould ens ure tha t the country \vould benefit from that role. 
The rna jor compo nents include: 

( a ) I nterna l demand for agricultural commodities, and particularly 
fo r high value items, is strong and should continue so. The 
Government estimates that the grouth in output required to cover 
t he 0r e ;1ter part of domestic food requirements for the rapidly 
gro\-ting populat i on and tourism sector would be 3. 8% per year. 
This i s r e f lected in the relative _expansion of agricultural 
i mport s compared to exports, "\vhich indicates opportunities for 
inpo rt subs titution (livestock and dairy products, oils, fruit 
anu vegetables, cereals). ., 

(b ) The <-:radi t i onal export of hard Hheat may b2 a th.ing of the past, 
but t he pr ospect s for olive oil, and better quality wine bottled 
under s upervision in Tunisia, nay be considerably brighter. The 
advantn ~~e \vhich Tunisia has in these crops should grovl as labor 
cos ts i n competing countries continue to rise. The North African 
fis !1eries are pr obably under- exploited, although this cannot be 
said for much of tbe r est of the Nediterranean, and a large 
expa11sion of fishe r y output sltould be possible from areas reserved 
for Tunisia or most readily usable by Tunisia. The European market 
for fresh · f ruits and vegetables is somethirt.g which many other 
coun tries i n the Medi terranean and Africa are seeking to enter in 
a s i gn ifican t way . ~~ith proper attention to the marketing side, 
and par ticularly wi t h reference to quality standards and time
liness and reliabllity of delivery, Tunisia should continue to 
s hare in t he Eur opean marketo Certain items, for example 
t oma t oe s a nd c itrus, may exper i e nce increasing competition 
h.owt:> ver Ot her iteras -- 'dates, apricots, almonds may find ready 
markets abroa d. 

(c ) Agr iculture can coutLlbute to industry as suppliers of rmv 
mat~ rials. In 19 71 a~;ricul ture provided 38% in value added to 
i nd us tria l output t il.r out.;h such co1:unodities as esparto grass for 
1ape r, f:rults <1nd vegetables for processing, hides and skins, 
for es t_ry proJuction f or manufa cture of particle board and mining 
ti!'1b c• ro. 

.. ~· 
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With a majority of the population still living in rural areas 
and dependent on agriculture, the employment and incm~1e di s 
tribution aspects of agriculture re:~.1ain very i r:?ortant. '~ile 

it is difficult to see how employw.cnt opportuni t ies in agr icul
ture can be expanded -very·· greatly ,. mor e .labor i ntensive cul t i va 
tion patterns and greater productivity should r' i s e rural 
incomes and diminish some of the incentive to migrate to urban 
areas. 

32. Policy Initiatives. The government has moved in a number o f direc
tions to provide incentives for private sector a6tivities i n agriculture, and 
thereby reverse the trend which prevailed up to 1969. Taxe g and duties on 
certain items important f or agriculture have been reduced or remcved; prices 
of many agricultural commodities have been freed from cont r ols; impor t a tion 
of agricultural ' inputs and export of agricultura l commodi ties have been. opened 
to the private sector; the guarantee prices fo r cereals have been somewhat 
rationalized, although \vheat prices still remain above world market prices. 
It is still early to assess the effects of these changes -- t he improved 
performance of the past two years can also be at tributed t o other factors as 
well, and to the weather in particular. But if measures such as these are 
perceived as opening new opportunities in agriculture, if t here is reasonable 
confidence that the change in policy will not be reversed again qui ckly, some 
of the catalytic effect noted earlier may be r ealized. Addi tional policy 
moves ~ '\..rhich would complement this effect, are outlined briefly below: 

, 
(a) In recognition of the sizeable proport ion of cultivable l and 

held in private hands in holdings of · 5 to 100 ha, there should 
be a reorientation of government activi ties and resource allo
cations to give a much greater stimulus to the production pos
sibilities i nherent in this part of the sector. Those in the 
category of 20 ·to 100 ha are, prima f ac ie , capable of commer
cial farm operations; those below this may be so wi th irriga
tion. This is not the subsistence paJ;t of a gr i culture, but a 
genuine production opportunity that ·could be t apped. 

Government is moving in this direction -- the O!'fvv:t1 is t o shed 
responsibilit~es for operating farm units, and will concentrate 
on extension, operation and maintenance of the system in all 
irrigated per imeters in Tunisia; the central Extens ion Division 
of the Ministry of Agriculture is beginning to transfer exten
sion personnel to tli.e Offices ¥.There t hey will be us ed directly 
with projects for which the Offices are responsibl e (e.g o, i n 
the wheat program under the Office des Cereales ) o But t here 
is rauch more to be done on this. The OHVVH needs much more 
personnel for extension and genera l s uppor t t o farmers i n the 
irrigated areas than it now has, or i s like ly to get under 
present plans (\vhich includes a 20 /~ budget increase in addi
tion to bi la t eral support from SIDA and Belgian technical 
assistance); t he important task of maki ng a cadastral survey 
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and registering land titles can absorb a much larger staff, and 
this will require both resources to hire them and resources to 
train them. In a related aspect, there should ,be resolution 
of the state farm ques t.ion. -- decis.ion on h~v:r . best to dispose . 
of ,lands which now absorb resources (financing and personnel ) 
for continued operation as state farms. 

Irrigation policy is also in a state of transition, with em
phasis initi~lly going to the public sector irrigated areas. 
This change, or the change reported to be forthcoming, ·i.s de
signed to increase the utilization made of existing facili ties, 
and to this · extent it is a long overdue development. Recent 
discussion of the problem indicates that it is less a matter 
of physical rehabilitation than it is a need for an integrated 
approach which will require heightened emphasis on extension, 
credit to the small farmers in the perimeters, and transport 
and marketing infrastructure. Beyond this, hoHever, there are 
the problems of the private sector irrigated areas which are 
not likely to be covered by this new emphasis. Some of the 
needs here-- for extension (on water management, new varieties), 
and possibly for marketing assistance -- are about as great as 
in the public sector areas. But there is less resistance to 
using irrigaLlon ln ~hese priva-ce areas, anci ti!erefore improve
ments in output may be brought about at smaller cost per unit 
of area. In fact, overuse of irrigation supplies is probably 
more serious than underuse, and there may be need to take a 
more positive policy stance toward private exploitat~on in 
order to spread the benef i ts more equitably. ·Rapid progress 
in drawing up the three ,,.rater master plans for the North Center 
and South respectively, but particularly the northern reg· on 
master plan, is another priority policy measure .. In this 
context, careful review of certain proposed·projects (e. g., 
Badrouna and Bou Heurtma) mny indicate opportunities to defer 
new investment and thus free resources and staff for use on 
more pressing problems. 

TI1e rapidly r ising demand for livestock products, coupled with 
the recent decline in domestic output to meet it, points up a 
promising agr i cultural opportunity. This implies a shift in 
policy which vJould serve to place more e1nphasis on the needs 
of this sub-sector than has been true in the paste The efforts 
to increase livestock production may follow several dif_erent 
paths. For example, the Sedjenane area is no\·1 w.1.der-exploited 
for agriculture, yet possesses rainfall and soil at tribut~s 
which make it technically attractive for livestock. Gove rnment 
is preparing a project for this region which will incorpor~te 
settlement and infrastructure features as well, and this prep
aration work should be pursued vigorously. A second area for 
livestock is in the northern rainfed cereal-raising areas, 

. ,..;· , 
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~1ere opportunities for integrated crop and livestock produc
tion seem present, but where extension and credit would qe 
highly necessary complements. In this connection, the recent 

' POlicy freeing forage crops from pric~ . sontrols seems. to have 
. stimulated their producfion~· and may contribute to livestock 
development in general, but for this region in particular. 
The central region has little scope for agriculture save sheep 
production - cereal production is · marginal, and "tvith · low 
rainfall even olive production is limited. Sheep raising is 
being conducted under traditional conditions which lead to 
serious over-grazing. Carefully planned and administered ex
tension progra~s, tied with limited provision of irrigation to 
supply forage suppler.tents, could raise the productivity of 
sheep raisers. This would open greater income-earning possi
bilities for a portion of the population which has been closest 
to s~bsistence levels, and for whom there are few alternatives. 
There is also some evidence that livestock production is less 
econon ic in irrigated perimeters than other forms of production 
there. particularly fruits and certain vegetables. Considerable 
efforts have been spent in the past to encourage farmers to raise 
livestock on irrigated land in the North, particularly in the 
0~~~- but the justification for allocating resources and per
sonnel to promote this end may now warrant thorough review. 
Finally, the shortage of meat in 1970 and 19/1 and the sharp 
rise iu prices which led the Government to fix a~ceiling on 
retail prices and to increase .imports significantly serves to 
underline the urgency of increasing production. The efforts 
described above, even if pursued energetically, will take time 
to produce results. In the shorter term, an important contri
bution might be mRde by lives t ock fattening. Extens ive tests by 
FAO in Tunisia have demonstrated that during a 170 day fattening 
period an average daily increase in \veight could be obtained 
leading to an increase of 120 kg. in the average live ,.;eight 
of slaughtered _cattle which in 1970 was 176 kg. There thus 
seems reason to study further the economies of this type of 
operation, with particular attention to the problem of supply 
of feed grains •. 

(d) Tunisia has some forest resources, but there does not seem much 
potential for increa~ing the direct production contribution from 
this sub-sector much beyond the present types of activity -- any 
land which could support an expansion o~ .industrial forestry is· 
already mtder cultivation. Nevertheless, the floods (and poten
tial flood damage) resulting from erosion associated with that 
cultivation pose a serious threat to the contribution of the 
agricultural sector. One move to minimize this would be .jevel
opment of pastures on some cultivated land to reduce the area 
plowed (which WQuld also be consistent with some of the approach 
outlined under livestock above). The next priority ,.;ould be 
to turn gr eater attention to the management of watershed areas 
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near dams built for irrigation and other water uses. Any ~£
forestation activity which now relates to erosion control in 
such areas is reporteqly accid.ental, and .n.ot part of any in
tegrated development plan. The longer term ccnsequences of 
continuing indifference to this need for watershed management 
could have serious consequences for the agriculture sector . 

(e) Finally, some attention should be directed toward improvement 
of the planning apparatus for agriculture development. A plan
ning unit has been established in the M~nistry of Agriculture, 
with support from a US AID contract group, but the role of the 
Minis try in formulating a strategy for agriculture seems to be 
relatively minor. This is partly because it will take time 
to build up a capability for this, but also partly because 
this type of activity has been overshadowed by greater emphasis 
on operational matters. A better combination of operational 
and planning experience appears highly desirable, and steps 
to bring this about should be a matter of some priority. The 
problem seems to lie primarily in the fact that the organiza
tion and approach to sector development appears to have been 
dominated by the Ministry's responsibilities for (i) irrigation 
primarily through m·iVVM, and (ii) administration of public land, 
mainly t..nrough the Office des Terres Dornaniales, including most 
direct Government activities in production. These two sub
sectors have attracted a large part of the past development 
effort at the expense of the larger area of private rain fed 
agriculture. A number of solutions could be devised to deal 
with this problem. However the major need is to facilitate 
the formulation of a comprehensive v:f.ew of the importance 
of the agricultural sector within the economy and to appre
ciate the contribution of this sector as a whole, and to 
strengthen institutional coordination . ... · 

The existing central economic and planning bureau also needs 
considerable strengthening to be able to collect data, analyze 
and evaluate policies and provide assistance to the Secretary 
and the Minister for the formulation of policies. Furthermore, 
the Ministry of Agriculture might usefully be freed from activ
ities not directly associated with agriculture, such as soil 
and water conservation, urban and rural water supplies, drain
age and sewerage, rural housing construction. Cc::nsideration 
could also be given to assigning another technical ministry 
the responsibilities for hydraulic engineer ing, including 
ground and surface water investigation studies, construction 
and maintenance of bore holes, dams, canals and other wor~ ·-s • 

. c'~ 
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September 28, 1972 · 

OONSULTJ.TIVE GROUP FCR TUNISIJ. 
y 

NOTE ON INDUSTRIAL DEVELOPMENT IN TUNISIA 

I. Developaents since 1960 

1. During the last decade, industry comprising mining, petroleum, 
other energy and manufacturing has grown at a rateet 7,6% per year. 
In 1971, the sector contributed 24% of GDP as COJQP&red with 18% in 
1960. . Three factors underlie this development: the stagnation of .· · 
agricul. ture, the emergence of petroleum production to contribute 6% 
to GDP in 1971, and active government participation in production. 
If one excludes petroleum, industry 1 s share has not changed 8lld. the 
average annual rat·e of growth was 4% tor mining and 5.5% tor manu
facturing. Developnent. moved in two directions: (i) processing of 
natural resources, minerals and agricul. tural products·, primarUy for 
export, and (ii) import substitution to supply the domestic market · 
with consumer goods. 

2. Development of the mining and processing iiidu.stries was aimed 
principally at the export market; in particular at superphosphates, 
phosphoric acid and fluoride derivatives. Apart from canning, there 
were few new developnents in the processing of agriculture produce. 
Shortfalls aad fluctuations in agricultural output, increasees in 
domestic demand (tourism), lack of technical and marketing experience, 
and problems of land tenure and co-operativization hindered the 
developnent of industrial capacity M.sed on the country 1 a agricultural 
production. 

!lsta\istics related to industrial production and development are 
contained in a number of tables of the I.B.R~D. report, "Current 
Economic Position and Prospects of Tunisia, No. DU.-51~", dated 
JilgU.st 14, 1972) tables 2 .• 1, 2.2, 3.4, 6.3, 6.4, 8.1, 8.2; 8.'), · 
8.4, 8.5, 8.6, 8.7 to ~Ch reference~ be made. 
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other mining 

EneTgy, power and water 
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Food processing 
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Mechanical and electrical 
Construction · materials and glass 
Woodworking 
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Summary Table-

Value added, investment, j@l~t, e:i'orts 
§': !ildustf!&l branc 

_AVW!Je ~ 
V8111e added y :ra~ ~enty 1,60 ·1971 . - 9~J.971 . --
6.3 46.9 20.0 

36.8 
6,3 10.1 4.0 

.5.9 13.8 

38.4 92.2 
22.1 35.6 
6.3 22.5 
1.2 7 • .5 
).3 8.6 
2.6 6.7 
1.0 3.2 
2.5 8.1 

6 .• 8 

s.s 
2.6 
7.3 

14.2 
7.2 
7.2 
7.4 . 
7.7 

Millions of Dinars 

-Gross fixed 
Gross fixed . liiVestlll8nt 11 mo:lgwmt 
1nYe8tlaent·- }/ ~ ~ · ·· 1960-1971- · , · ) 
1960 1971 Total Pubffi .Priv. 1960 1971 --- . '21 --
2.8 19.3 1So.6 90 • .5 6o.l •• 30 
2.0 13.2 114.0 .54.0 60.0 •• 1 
0.8 .6.1 36.6 36 • .5 1. 0.1 • • 29 

~ 16.8 72.0 66.1 .5.9 •• 8 

1.8 16.6 1.56.6 126.4 30.2 •• 132 
0.3 1.4 23.8 18.7 .5.1 • • •• 
0.6 2.7 30.1 22.7 7.4 •• •• 
0.2 . 1. 7 42.5 37.3 5.2 •• •• 
0.2 2.0 18.0 i6.4 1.6 • • •• - 0.5 2.8 0.6 2.2 •• •• 
0.2 7.0 21.~ 16.7 . 4.8 • • •• 
0.3 1 ~ 3 

E~orts jj 
19 19?1 --
9.4 43 • .5 

28.7 
9.4 14.8 

9.1 2; • .5 
2.8 3.1 
0.6 3.3 
1 • .5 3.9 
1.0 1.1 

3.2 12.2 
P·aper and others 

Total industr.y .. 
Construction and public works 
-Agriculture 

"W-b m:9 
- ~ '21.2 '' 56.2 

7-:b U':b ~ 
6.1 ' 

~ 14.0 ~ • • • • - 1.9 
3 28"3.0 . 9. . 140 170 1tr3" 09.0 

40 67 - -
other sectoTS 

Total 

1/ At current prices and factor cost 
!/ At const-ant prices 

70.8 115.7 
l.hl.5 324.7 

284.1 649 • .5 

0 •. 9 . 
. 4.8 

4.7 

ll.l 20.8 257.0 216.2 40.8 .580 .571 23.~32.8!V 
43.8 100.1 737.1 475.6 261.$ ~ ~ 34. 98.1-. -
~ 173.6 1373.3 974.8 398.5 1026 1113 76.8 199.9 

~ 
At current prices 
·Exports of non factor services and prod\lcts (D. 8.3 in 1960, 7.2 in 1971) not included above 

2J Government and public enterprises 
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3. The increase . of Dl25 million in value added· in indnstcy 
between 1961 ~ 1972 involved investments amounting to some D380 
million suggesting: a capital output ratio of 3. About Dll2 million 
of total investment was in petroleum, D.36 million in mining and about 
D232 million in manufacturing. However, some large investment did 

(iron and steel, sugar refining and engineering . enterprises). · 
Of the D380 million, some D283 million was invested by the State 
directly and indirectly, ~ 7 million mainly by foreign oil . companies 
and only D50 million by private Tunisians; only four new foreign . 
investments were registered. In 1971, the share of private investment 
was considerably higher, with D17 million out of a total of D53 million. 

· 4. Results have been mixed. Petroleum production, which began 
in 1965, rose to 4.1 million tons in 1971 (6 percent of GDP), while 
output in mining, mainly phosphates (2 percent ·of GDP) remained 
virtually unchanged. Growth also occurred in tJae textile, clothing 
and leather industry, where "'{alue added more than tripled. Food pro- · 
ceasing which represents about 40 percent of value added in manuf'actur- · 
ing stagnated. The most disappointing performance has been in the 
mechanical and electrical industry where, despite substantial investment, 
value added has only increased moderately. This was essentially due 
to iii vestment in a small capital intensive steel m1.ll and in unBui table · 
engineering plant; moreover, production was spread over many lines at 
the cost of technical af'.ficiency without a commensurate gain in com
petitiveness. Chemicals, mainly fertilizers, increased slowly' and then 
levelled off in the face of both marketing and 8tlpply dif'ticul. ties; 
the remaining branches expanded only moderately. 

s~ ' Wi..th the emphasis on import substitution in the 196o•s., th~ 
advantage of scale and economy that comes with specialization and trade. 
were inadequately recognized. There was some export growth, but the 
expansion of the industrialization process resulted in a more than 
proportionate increase in imports. Importation of raw materials, 
semi -finished goods and spare parts increased three-fold from 1960, 
while the value added of manufacturing industries in the same period 
little more than doubled. · 

6. The industrial sector is still relatively small, and enter-
prises operate on a small scale; the industrial census of 1969 counted 
about 1, 000 enterprises, · with only seven enterprises employing more than 
1,000 workers, and 142 enterprises employing more than 100. Integration 
is limited, since most manufactured products involve little domestic 
processing (food, ceramics, construction material, pulp and paper and 
lead) or are derived in large part from imported intermediate goods. 
Industrial activity is concentrated in and around Tunis, which accounts 
for about 57 percent .o:r all manufacturing activity and 52.·.percent of 
iildustrial employment, the remainder being distributed be:t;ween Sf'ax, . 
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Sousse, Bizerte and Gabes. 

· 7. The effect of past policies on employment is not clear due 
to the absence of r~able information. However, investments in the 

·· last decade have m~y been capital. intensive and p:r0bably ·h8.ve not 
resul. ted in a major contribution to employment. Total employment in 
the indu.~t~al sector amounted to 161,000 in 19.71 {29s000_in mining 
ani 132,000 in manufacturing) or 16 percent of total employment in 
Tunisia. On . varying assumptions, the increase sinae 1960 might · have 
been between 30,000 and So,ooo persons. wage rates are about D30 
per month ($60) for unsld.lled. labor, DS0-70 ($.10041.40) tor ald.lled 
labor and about moo ($200) for a foreman. ~cial. security omtri .. 
butions are about 15 percent of salaries. Labor costs are thus a 
minor fraction of those in industrial &lrope. However, labor produc
tivity in most sectors is low and the qualifications for technical 
supervision a.l..Joost non-existent. This is d.ue, among other things, to 
insutfici~t labor training and I experience, poor qu.ali ty of materials, 
tools and equipnent, poor organization of the production process 
and high turnover of qualified persomel due. _!;o emigration to 
Europe. · · 

II. Industrial Policies and Institutione 

B. The development strategy of the 1960's aimed at economic · 
independence and endowed the State with the role of. p~ime mover. 
Wi. th the exception of petroleum' it ruled out recourse to foreign 
investors, and, at the same time, was unable to rely on Tunisian in-
. vestors who had neither financial nor huinan resources. Moreover, the 
small size o£ the Tunisian market forced the government to reduce com
petition in order to prevent atomization of production. Strict :iJnport 
controls, justified by a balance-of-payments deficit, &lind.nated 
foreign competition, while compulsory investment approval procedm•es 
deterred domestic competition. Price control gave some guarantee to 
consumers confronted by monopolies. However, for lack of any other 
reference, prices were standardized on the basis ot production costs, 
plus approved margins. As a : result, insufficient ef£ort was made to 
imprpve productivity. Lack or training and experience irt . manag~t 
contributed to the unsatisfactory performance of many State-owned 
enterprises. 

9. In/ the general re-orientation of econorrd.c policies initiated 
in late 1969, . which was largely motivated. by the insU.fti cient growth 
of the economy and l~ted impact on employment resulting · from· large 

. investment programs of the 196o' a, the government haa ·given :i:.ndustrial 
development highest priority. The government is now seeking .-to formulate 
a new sector development strategy. It recognizes the severe limitations 
imposed by a small market, and has identified the reasons for the pre
vious disappointing performance. The gov~ent's present objectives 
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. are to increase the efficiency of industrial enterprises, to orient 
industry toward the expOrt market, to take advantage of cheap, trainable 
manpower and the proximity and accessibility of the European market. 
These objectives are to be achieved by (i) encouraging private initiative 
and investment, (ii) limiting goverrunent involvement in the economy to 
public services ana activities where private initiative is laclcl.ag, 
(iii) increasing the efficiency of public enterprises and {iv) encouraging . 

'foreign private investment, particularly in export oriented activities. 

· 10~ A good ·start has already been made. The procedure· of official 
approval :tor industrial. investment, particularly for small investments, 
has been relaxed and accelerated, imports have beEil liberaliz·ed for raw 
materials, semi-manufactures and spare parts and the borrowing and for-eign . 
exchange controls eased. Most export ta:X:es and licenses have been abo
lished, and the exemption of industrial. inputs from tum-over . taxes 
have been extended. These measures have already led to a substantial 
increase in number and amount of private industrial projects approved 
in 1971; 440 projects amounting to D25 .4 million, compared with 270 
projects and D8.1 million in 1970. In textiles and clothing industry, 
some private investments have been entirely set up for export, including 
some sub-contracting arrangements. 

11. A new law providing special measures for industties producing 
for export was enacted on April 28, 1972. This proVides tax incentives, 
greater fiexibili ty of trade and foreign exchange regulations for export 
oriented enterprises, both domestic and foreign; nonresident investors 
will not be obliged to repatriate all proceeds of their exports, services 
and other income, but only an amount equivalent to their local currency 
co~ts (see article of the law annexed to the preset note). This law 
is an important innovation which should serve to stimulate fQreign in
vestors and, to a lesser extent, domestic investors for export oriented 
activities. Two foreign companies have already started production in 
Tunisia under the oondi tiona ·of this new law. 

12. In 1970, an Interministerial Commission wa8 set up to review 
the activities and problems of public enterprises, with a view to re
organizing them financially and to consolidating them; the Commission 
has completed studies . of the hotel company {:ETT), the iron and steel 
mill, El Fouladh, and the textile company, SOGITEX. A study of the . 
teclmical and financial reorganization of t:tle phosphate company has been 
under way for some time but no fi:nn decisions have yet been made. For 
the steel mill, provision has been made for expanding its outpU.t capacity, 
but .f'urther steps are still needed to bring about teclmical reorganiza
tion and rationalization and improvement in management; for the textile 
company, the measures appear to have met with some BUCcess, but no 
financial provision has been made for re-equipment and new investment. 
In most cases, the primary need is for improvements , in technical operation . 
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and. ~gement and in some cases provision of additional capital 
to Undertake investment for rationalization and modernization. 

13. The measures taken since 1969 have had a marked impact on 
business confidence. At least in part, this is evidenced by an increase 
in industrial output of 9% in 1971, Wich is expected to go up to 19% 
in i972, 'Which .the government expects to drop to a more normal level 
of' between 5•1/2~ and 7-1/2% in 1973. · 

14• lmprovaments are still needed in the gEileral economic en-
rlronment in Grdc to enoourage the private sector to operate in a 
cQmperbitive lli.rket•nanteca. economy and to anahl..e it 'trio play a leading 
role ·in resow:-etl developnent, employment generation and export develop
ment. Import·ant now is the complete transformation of attitudes towards 
proteption and competition and changes in the structure of industry. 
Protection from dOmestic and foreign competition is still largely assured 
by' the process or administrative approval for invest.ments. Silnilarly' 
the system of pn·ce determination by reference to production ·casts, plus 
approved· profit. margin·s, still provides a cover for inefficiency. 

III. So:me, ~t1'99~ tor .FQrther Industrial Developnent 

15. The aovemment is . presently actively engaged in the elabor~tion 
of its devel'Opilent ·objectives and policie·s for the Fourth Plan period 
!973•1976. Some '<i>t the ·inajor raetors which bear on the ,government's 
considerations are outlined Delow·. · 

"16. .In tbe next fh' years, 1973-1976, expansion af petroleum pro-
duction, :rehabilitation and expansion of the .phoaphate indUstry, some 
incr&aae in pz.i:Viat"e ·investment ·and a higher contribution £rom ·&gricul ture' 
could provide aa simpo.rtant · ~etus to stiepping up the rate of growth 
of the economy.. .However, -neither known mineral resources ·nor gains in 
agriculture can 'alone .'pro·vide :.a basis for sus-tained .growth .over a longer 
period and .sJ:giiiJfi·ca.nt :n"SW enployment.. The ~stablishment .. and the develop
ment of ·a broad ·based .IJ1anuf.acturing industry is therefor.e "important in 
this respect. 

17 •· 'Such ·a development will be a long and dii'ficult ;process. · There 
are some possibflj!ties ·oi' further import substitutiop., if' liriked. to export 
as weli as 'domestic outlets.. However., the main emph&sis ·wiJJ.. need to be 
on ,production ror •export • . }T,od.uction 'for ·axpor.t involves .a high risk, 
and it ·will ·tak·e time 'to ·re..:equip existing ··enterprises to enable them to 

· export more than ·a minor _,part of ·their production. In the short run, 
and apart from ·textiles, immediate investment ·will n~cessarily be largely 
concentratea in fUller utilization ·.of do1ues~ic resources,, :mainly petro
leuin, phosphate ·and the associated ChemicaL ·industry, ·anCl :on expanding 
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the processing of agricultural produce. 

·18. Production of crude oil is now 4 million tons per. year and 
could rise to a maximum of about 6.5 million tons by 1974, in the 
absence of further discoveries. Phosphates have already provided the 
basis for fertilizer and phosphoric acid production; if the extraction 
of phosphate can be put on a soWld conunercial basis, there would appear 
to be good prospects for further modest development. l-hch will depe:rld 
on the speed with which decisions are made on the reorganization of 
phosphate mining and the extent and pace of development of new capacity 
for phosphoric acid. The product mix, the scale of operation, the 
market orientation and the timing will be crucial factors bearing in. 
mind that Tunisia is only a marginal producer• Production of fluorspar . 
for export started in 1965 and is expected to reach l6 ,000 ton~ per · 
year in 1972; prospects for developing the fiuorspar industry ·are 
promising. 

19. Foremost amongst development possibilities is the textile 
industry, espe~ally clothi~g. Domestic producers have already demons
trated their ability to produce for export, including sub-contracting 
arrangements with foreign enterprises. other light consumer industries 
could also have a ·comparative advantage, such .as agro-industries (pro
viding the resource base is expanded), leather, wood, light electronics, · 
etc. All these industries are ·labor intensive with relatively small 
dependence on imported inputs, and are amenable to geographic decen~ral
ization. Industrial policy should aim at promoting consolid8.tion, . 
modernization and expansion of existing industries in this category, 
widening the range of their production, and provi.Qing assistance in ·. 
finding and developing markets. · 

20. The development of a mechanical and electrical engineering 
industry could also create employment and provide support to other 
branches. Despite its present shortcomings, this sector represents a 
point of common interest to many ~ght industries that might be estab- · 
lished in Tunisia and which would call on that sector for their supply 
of metal~products at competitive prices and for many of the external 
economies on which they woul4 depend for their co:nmercial vi.abili ty. 
A broad range of light engineering goods, simple machinery used by 
domestic conswner goods industry, simple machine tools, engines of 
various types, electrical. products and instruments for various uses 
could be produced. Many of thsn can be produced by smaller and medium
sized domestic enterprises, provided experience, technical cooperation 
and marketing assistance can be provided. In state-owned and private 
enterprises, reorganization and rationalization of production plant, 
vigorous management methods, labor training and f'oreign technical 
assistance, aiXi parti~pation in investment, are essential condit~ons . 
for equipping the sector t~ produce ef'fi ciently and in the long · run, · 
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break into the export _market. 

2lo In view of the limited financial resources and experience of 
Tunisian industrialists, the development of a competitive industry in 
a reasonable period of time will require an infusion under suitable 
condi tiona of technical and managerial knowhow, foreign capital and 
strong government leadership in formulating and implementing comprehen
sive industrial policy. In accordance with its policy objective of 
promoting pr1 vate industry, the government 1 s role would be to establish 
appropriate institutions and provide the necessary promotional services 
ror two ll&i.n groups of industry: {i) new export oriented industry to be 
set up partly in partnership with foreign investors, and (li) existing and 
new domestic enterprises, some of which ma-y themselves develop export 
products. So tar, and because of the urgent need of finding a new 
industrial strategy, the government has focused on the first group and 
emphasized the promotion of aport oriented investment, particularly 
through the law of' April 28, 1972 (see para. 12). other measures have 
been taken or are under consideration to encourage foreign investors, 
and to ·a lesser extent, domestic investors, to enter this field, in
cluding the establishment of an agency for the promotion of investment 
in export oriented industry, llhich, in one institution, would cc;>ncentrate 
all official contacts with foreign enterprises. Some of the :ruD.ctions 

· that should be attached to such an agency are discussed further belo~. 

-~2. In non-export oriented industries, government efforts are 
aimed mainl7 at rehabilitation of' public ente~rises and have been slow 
and mainly limited · to financial consolidation, with little progress in 
formulating long-term development plans. For private industry, adminis
trative controls provide domestic manufacturers with little incentive 
to ration&li~e and export. Moreover,. little effort has gone into 
identifying new investment possibilities. Existing institutions in this 
field of industrial studies need to be strengthened and to become more 
experienced in market research, in management ccnsul.tancy, processing, 

. production planning and control; shortage of projects is often a more 
serious constraint than availability of capital or foreign exchange. 
Many developed countries in western Europe and developing countries have 
acquired experience with industrial promotion agencies vi th varying 
re~nsibilities, and Tunisia can benefit from this experience. Moreover, 
in order to conp:l•ant existing efforts to encourage investment in 
export oriented activities, which may be slow in showing results, con
struct! ve ste~ should be taken to reorganize and re-equip existing 
industries llhich are of strategic importance to both exp:>rt and domestic 
industry, and notably the engineering industries. 

23. In less than twelve months, the Tunisian Government has succeeded 
in enacting a series of p~gressive legislative measures which, particularly 
through the April 28 Act of 1972, will provide many of the financial 
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incentives to sti.mu.iate investment. However, the govemment is now . 
aware that a further .sub~antial and long term effort is still required 
to improve the economic framework within which decisions are made, 
to assist in the modernization of existing industrial plants and in 
the identification and p:romotion of new investment proj·ects, and to 
faciJ.i tate the mobilization of financial resources. The rest of this · 
paper examines some of the problems. 

Legislative and AdriD rrl strati ve Measures 

24. Government policy needs to be .further developed in a number 
of fields. In the interest of efficiency and export competitiveness, 
further measures are needed to reduce govemment regulation of prices 
and investment and provide incentives and assistance to both the domestic 
and foreign investor. These would include progressive relaxation of 
import, trade restrictions, .ru.rther liberalization of prices and in 
particular, rapid terud.nation of the "cost plus" syStem or price fixing, 
the termination of all investment controls except for major investments 
in key sectors, increased incentives to export, posSibly a substantial 
increase in the export allowance (EFAC account) and SOJQ8 relaxation in 
the condi tiona or qualification, subsidies or the prices or certain 
inputs. Consideration should also be given to finding some •ana of 
assisting exporters to develop potential u.rkets in Africa . south or 
the Sahara. It ·exporters are to compete abroad, a more generous system 
or export credit may be needed, coupled with export credit insurance. 

25. : An essential element in the govemment 1 s policy should be 
the elaboration of a new approach to industrial protecticn. Thi.s should · 
recognize the need for temporar,y protection for the establishment or a 
new enterprise likely to make a major contribution to broadening the 
industrial base. Such criteria would usually mean thli.t applicants for 
for protection . would need to operate on a large scale or be planning 
capital investmen1i of some magnitude or introducing technical operations 
of some compl~ty. . Protection should rarely be provided to small 
scale enterprises whose needs can be met for the most part by favorable 
investment allowances, tax. moratoria, etc. Furthermore, in an export 
oriented economy, protecticn needs to be used as sparingly as possible 
to avoid infiating domestic costa and reducing the competitiveness of 
agricultural as well as industrial export products. A system_ or 
protection based on tariffs rather than quotas can be appliad fiexibly 
and au:thorized f9r particular enterprises or particular lines of product 
and for specified periods. In applying for such protection, the enterprise 
should be made responsible fo~ clearly deloonstrating the case ror 
protection and should also be required to show in advance when the 
operation -is expected~ to . become viable and protection can be dispensed · · 
w:i.th. 
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Industrial Financtng 

26. A precondition of industrial developJil8nt pro~ . is the 
provision of .finance. The two main sources of ~trial finance in 
Tunisl.a are Societe Tunisierme de Banque (SI'B) · and Societe Nation&l.e 
j'Inveatissements (~I); they have little promotional activity and 
prov:l.da virtually no teclmical assistance. These banks would continue 
to provide part of the resources required for financing new industrial 
investDl8llts, wbile at the same time there 'Will be a growing need to 
give further consideration to ·providing additional financial reao~ces, 
and easing the special financial ·problems, particularly in the export 
sector and in less · developed regions of the coWltry. 

27. .An early concern will be the mobilization ot resources for 
industrial finance. A start; could be made by encouraging incoJ:!)Oration 
of famlly ooncems, broader participation in corporate concems am bond 
issues to be placed by SNI and some production enterprises in good 
standing. For this, consideration should be given to first, the develop
ment of procedures and a market for domestic borrowing both long and 
short-term, and second, a review of the interest ;rate structure. The 
latter, at present, does not re.fl.ect normal market differentials between 
long, medium and sbort-tem borrowing, and as long as this continues, 
it will remain unattractive for lenders to make resources available 
on other than short-term. At the same time, the role or the banking 
system in investment promotion and drawing up of financing programs ' 
should be r~orced. 

Promotional Machinery 

28. The .fUnctions of the new investment proxootion agency set up 
under the 1972 Act, have still to be def'ined by the CoWl ell of Ministers, 
and ·preliminary proposals appeared to lim:lt :its prilne responsibility to 
the evaluation of an investor 1 s entitlement to the incentives provided 
by the Act and the provision of general advice and assistance to foreign 
enterprises settling in Tunisia. If the fUture Status ot the agency 
contirms this interpretation, this would not meet the need for promotional 
machinery either for domestic or foreign investors, and would not provide 
an adequate solution to such problems as land acquisition, const;ru.ction 
of infrastructure and induatrial. buildings, assistance in recruiting 
labor force, provision of general and specific tJ;aining facilities, and 
the organization of transportation and oomnwdcations facilities. The 
role ot the proj acted agency in undertaking market research and proj act 
identification and promotion is also not clear • . 

29. For the new organization to work etficiantly, it would need 
to inspire contidence in its professional and technical capacity. A . 
pos8ible solution might· be to endow the proposed agency wi. th the functions 
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and authority which would, ehable it to work as an industrial deve1opmant 
authority with. a broader responsibility and ability to work in intimate 

. contact ~th private ani ;Public enterprises. Su.ch an ·organization 
could incorporate all the responsibilities of the investment promotion 
agency as it is conceived at present but wou.ld, in addition, have power 
and technical expertise to play an active role in the promotion of new 
industries, both export and domestic oriented, and in the reorganization 
and rationaliz·ation 6f existing activities. The organization would need 
to have mough fiex:lbility to make prompt bua:tness-like decisions. It 
should also have the capability to offer caapetitive salaries to attract 
and retain qualified personnel, both Tunisians and foreigners. The 
policy-making board of such an organization ml.ght incl.ude some govemment 
representatives dran from interested Ministries, but would represent 
predominantly the private sector, both foreign 8nd domestic, banking 
institutions and trade unions • . The organization would need to be staffed 
by experienced personnel - foreign when needed - and -would inClude in
dustrial engineers, economists, market researchers, and financial analysts. 
Its main functions would be : 

(i) to prov.i.de a focal point for the planning and implementation 
of a strategy for industrial development under governmental 
guidance; 

(ii) to c0l111Xi.ssion market research studies at home and abroad, 
feasibility studies and the preparation of projects by 
private consultants, both domestic and foreign; 

(iii) identify, prepare and evaluate possible industrial projects 
and to interest investors in them; 

( i v) generally promote domestic and foreign investment in 
industry; 

(v) in accordance with exiSting legislation and regul.ations, 
facilitate access to incentives and to financing for 
entrepreneurs with worthwhile projects; 

(vi) advise the government on application or termination of 
"new" industry status which would qual.i.ty for some degree 

· of tariff protection for a specified and l.iDd. ted period; 

(vii) provide advisory and extension services and turnish 
continuing advice and guidance on management, teclmical 
and. marketing problems either directly or by .· aub-contracting 
those services; 

(viii) stimulate cooperation among businessmen; particularly 
through the formation of partnerships and l.imi.ted companies; · 
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(ix) advise, .'Where necessary, on the establishment of . 
:l.ndilstrial estates as , a .ana of physically· integrating 
a nwnber of the above services and promoting geographical 
decaltral.ization or industrial activities; 

(x) to coordinate the activities of the specialized agencies 
· su.~ as the Institute of Prodllctivity, the Centre tor 

Iildllstrial st~dies, the proposed Centre tor Promotion of 
Exports and the Vocational Training and Ellployment Office, 
etc., and where appropriate, enpl.oy them as OCilsultants. 



TOURISM 

1. Centrally situated between the Easte!'h and Western basins of the 
Mediterranean, Tunisia is the nearest point of the African cont~~ent to 
the hub of the European tourist · market in the London-Frankfurt-Paris 
triangle. The country's 1,050 JGn of coastline has some ·or the finest 
beaches of the Mediterranean with a pleasant climate p~evBiling for ·the · 
greater part of the year. Enhancing these natural tourist assets, 
evidence of Tunisia's cultural past abounds throughout the· cotmtry·: 

_l'hoenician. ruins dating from_ the period_ when Carthage 1vas a major 
maritime power, -Roman aqueducts, temples, and coliseums, ~Jzantine- . 
inspired mosques, Turkish . fortifications along the -old Barba.ry .coast ·and, 
in all Tunisian towns, ancient Arab "sou.lts" };her~ a variety of maginative 
h~dicrarts . are ·p.rfered • . - Over the past decade, . this wealth of. touriSm 
resources has attracted a rapidly -increasing . number of foreign- V:isitor.s .• 

2. Between 1961 and 1972, foreign-visitor arrivals in ·Tunisia ·in• 
creased at an annual rate of 30 pe~cent, rising _ from 1!6,000 to 7qQ,OOO · 

.. -- a -performance unmatched by any other Mediterranean country. 
Although continuous throughout that period, tt1e gi~oWth of foreign . tm.lrism 
demand was slowed down in 1969 and 1970 by a combination of political 
uncertainty, floods and cholera. ·The average growth rate of arrivals 
for these two ye~:rs, was only 11.5 percent. The growth trend regained 
impetus in 1971 · and in 1972, however; when .foreign-visitor arrivals rose 
at thi~ annual rate of ·Lo percent. International touriS'!ll demand de-veloped 
even nore quickly in terms of bed..Tlights, with foreign visitors' length 
of stay incr~asing stead:i.Jy over the same decade to the present average 
of about 10 days. Because o:f Tunisia' s · lew per capital income, the 
development of domestic tourism demand was much slower. Tne number of 
domestic tourist bedrdghts as a percentage of total hotel bednights has 
rapidy declined -- from 27 percent in 1963 to 7 percent in 1970·. 

3.. T"ne prL."'lcipal tourist-generating market for Tunisia is Western 
Europe, Hhich in ·1972 accounted. for 82 percent of · total · foreign ·· arrivals; 
.Germany, Fl'&"'ice ~nd the U.K. are the three top suppliers within this 
market,. As Tunisia lies on the opposite side- of the Hediterranean Sea 
from ~~ope, about 80 percent of its visitors arrived by air -- the majority 
at Tunis-Carthage Airport and the remainder at Djerba and Monastir Airports. 

4. .A.ccordir~ to the results of a sample sur.vey undertaken by the 
. "Compagnie inanciere et Touristique" (COFITOUR) from May ·to August 1971, 
beach-oriented and -climate-seeking ·vacationers "(as opposed to business 
traffic) form the majority of Tunisia's foreign visitors. COFITOUR' s 
findings . are confirmed by the high percentage of f9reign visitors travelling 
to Tunisia con charter flights or with inclusive-tour groups; and by the 

l 
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concentration or tourism traffic in the SUJ."ii.mer months, when more . than 
60 percent of total fore:l.gn-v""isi-tor hednights were registered. 

5. AlthoUgh the cost of accolJI..tnodation and · seivices is lower in · 
Tunisia than in other Medi terranee.n destinations, the relativ.ely high 
cost of air travel (even via charter flights) from Western Europe makes 
a vacation in Tunisia more expensive tha.,.~ in areas which can be reached · 
by car or train. Foreign visitors to Tunisia have higher incomes than 

· those going to, say; Sp~..in, Yugoslav~ a or Italy t s Adriatic Riviera. 
Indeed, COFITOUR' s survey i .ndicates that only 7 percent of foreigners 
visiting Tunisia in the 19?1 Hay-August. season t-tere blue-collar workers, 

· the remainder being professionals or _tihite..:co~lar workers. 

6. Systematic-ally overshootlng · the . targets set by various national 
development plans, Tunisiat s - accommodation capacity expanded at an annual 

. rate or 25 percent over the _last eleven ye?.rs. -~ from 1~,000 hotel beds in 
1961 to about 47,000 in 1972. The capAcity created during that period, 
and almost entirely (95 percent) attr~butable to private investwents,- · 
is in the ma:i.ri . composed of i'irst..;..class ertd tourist~cate·gory hotels along. 
the coast. ·. Some tourist villeges .'A-ere built between 1961 and 1972, · but 
their proportion ·to total accommoda:tic11 capacity remains· at the ·lm·r level· 
of about 1? percent. Supplelil~ntar<J accom..rnodations (rooms ¥.1 private homes,. 
ca.lllping sites , etc.), v:hich matre up a substru1tial share of other . 
Hediterranean countries t tourism supp}y, are generally lac.king in Tunisia. · 

.7. On the· whole.; · the prospects for the Tunisian hotel industry are 
.favorable. With the lo~r wage and price levels prevailing in the country, 
·the :industry is in a good position to compete "Ytith its Mediterranean r:Lvals. 
rUll board rates ra'lge from US$7 in. tourist-category to tiS$20 in deluxe · 
hotels, a..'t'ld in . the sunrrner months. o_ccupancy levels are gene~ ally . aJ;>ove 90 
percent -- thus supporting the hypothe!Jis of a . considerable volume· of un- . 
satisfied demand. The Tunisian hotel industry is also behefi ting tram · · 
the economies o:f scale brought about by the continuous enlargement of the 
average hotel, i.e. from 56 to 187 beds from 1961 to 1971. At present, 

. one and tt-to~year ol<i hotels, f2.cing the usual dif.ficulties of the run-in - · · 
. period, account for a high 32 percent of ·Tunisia's total accommodation 
· capacity • .. As this .proportion declines in . the future, .both. the occupancy: and 
profitability -of' the Tunisian hotel· industry should further improve. 

8. The rapid eXpansion of Tunisia's accom:'liodati0n · capacity has 
resu1ted in a shortage . of trained personnel al'l.d in d,eclinf.ng stand?rds of . 
service, particUlarly during the peak summer months. · The present gap 
between supply and demand is bound to widen -- unless hotel trainir~ 
programs now under way are substantially· expanded.-

.: .1 
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9. ·The tourism sector has contributed more and more significantly 
to Tunisia's economy. Between 1961 and 1972, earni!lgs from tourism 
climbed from US$3 million to an estimated US$145 million. The steady 
increase in the average daily expenditure by foreign visitors -- which 
rose from US$9 in 1961 to US$20 in 1972 _ _; explains why foreign exchange 
earniiigs from tourism -grew even faster than foreign-visitor bednights. 
Accounting for 26 _percent ·of total receipts from the export of goods and 
sernces, foreign exchange earnings from . tourism are now the ·single most 
important source of ·foreign exchange ·for Tunisia. riith regard to labor, 
in 1972 about 30,000 people were employed by the tourism industry -
about 2 percent of. the total in employment. · These figures give only a 
partial picture of the impact o_f tourism development on employment, 
however, since hotels -.represent only a part of the tourist sector. 
Moreover, it does not take into account the indirect employment effects 
in other sectors ascribable to tourism demand. 

10. The public sector actively, if not alw~s effectively, supported 
tourism r s development duri."lg the 60's. Over this period, the original 
structure of the governmentcl organization responsible for tourism changed 
from serr..:i.-govern:mental agency level (the "Commissariat General du Tourlsme · 
et du Thermalisme", or . CGTT) to ministerial status, and thence (in 1970) 
to · that of an autonomous body (the "Office National du Tourisme et du 
Thennalisme", or ONTT) under the · supervision.. oi' the Mini-stry for the 
Economy. 

11. Over the y-ears, the goverr~ent has instituted a number of 
incentives for t,ourism investments. These incentives include: 

(i) oUtright payments (through ONTT) for m:L~or infrastructures, 
linking up hotel sites with the main infrastructure 
systems; -

(jj) duty exemption for imported materials required for hotel 
construction; 

(iii) interest rebates on hotel loans of up to 3 percent on 
commercial inte~st rates (which are at present around . 
9 percent); 

(i v) . a five-year exemption from the . tax on profits. 

The Tunisian hotel investment incentive system shows a number of . 
weaknesses st€ml!!ing from the haphazard manner in which the · benefits . 
have been established -- one at a time, without an ·overall and rational 
design. · In the first place, it is doubtful whether the various incentives; 
taken together, are commensurate with actual need cr whether the objective 
of sustaL~ed rlows of private hotel investments could not be achieved 
with a different ''mix" of incentives, entailing less-- risk of resource 
misallocation and/or a lesser cost ~o the Govenment. In the second place, 
investment incentives are grantai too indiscriminately -- to all hotels 
irrespective of their location and/or type. Thirdly, ·the multiplicity of 

- . 
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laws and regulations regarding hotel investment incentives -is such 
as to render the benefits unclear to potential investors and difficult 
to administer for Tunisian authorities. 

12. The Tunisian Government also assists tourism ::I.nvestors in 
obtaining hotel sites. All land transfers within the country are subject _ 
by law to the approval of regional Governors; a land owner's refusal 
to sell at a price and for a purpose -recommended by one -"of these re"gional 
authorities entails the prospect of the risk of his being prevented from 
selling his 1B-4""ld for any other purpose. The public sector has thus been 
able to ensure the availability of coastal land for hotel development at 
reasonable prices (about US$1 per m2). It is questionable, hmvever, · · 
whether this indirect, and somewhat empirical method of land control 
would work in the future · as increasing- demand heightens the competition 
for coastal sites. 

13. The Government has recently reasserted its interest in tourism 
development. The transformation of the Ministry of Tourism into the 
ONTT has proven tilnely. Combining greater flexibility in decision
making, financing and ·personnel recruitment with good leadership at . 
both top and intermedia.~·e levels, the new organization is far better · 
equipped to perform the _multiple tasks imposed by the continuous 
expansion of the sector. On November 2~ 1971, the Council of Ministers 
approved a series of measures providing, inter alia, for the · doubling 
of Tunis-Carthnge Ai.rpo!t 's terminal building capacity, fer the ex~"llption 
from c:ustoms duties of cars and buses to be used as tourist conveya..""ldes, 
and fc1r reduced gasoline prices for "motorized" foreign visitors. On 
April 19, 1972, the Council of ¥~nisters approved a draft-law establish
ing (i) the concept of priority tourism development zones (the practical 
definition of the tourism zones r boundaries is left to subsequent . 

· implementing decrees); (ii) the principle that hotel development in thes_e 
zones would take place accordir~ to master pla..~s and (iii) a public real 
estate corp:>ration (Agence Fonci~re Publique) with · the primary task of 
facilitating land transfers.frbm pre~t owners to hotel investors. 

14. Spurred- by the 1972 tourism boom, Tunisian authorities have 
adva..TlCed to 1976 the 1,500,000 foreign-v::I.sitor arrivals target originally 
set for 19 80. According to these revised projections, foreign~visi·tor 
arrivals _ should increase at an annual rate of aboutl8 percent. The . · 

'prospects for the further expansion of the tourism supplier market are . . 
favorable, ~nd 'ri.misia's tourism potential is still far from being fully _ 
reali-zed. --- ··· · · · 
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TOURISM: ~1..1\IN DATA AND PLAN 
.r P::ZOJECTIONS OF TOURISM GROWTH, 1962-1976 

1962. 1963 1964 1965 ! 1~ Projected 
~- 1966 1967 1968 1969 1970 1971 1972 1m. 1974 1975 1976 

Annual investment (million of dinars) 3.0 4.0 5.1 6.5 10.£: 10.6 12.8 13.8 14.5 19.8 17.8 16.1 24.0 30.0 35.0 46.0 

Total bed capacity (beds) 4,077 5,743 7,543 9,616 17,06117,061 18,786 24,709 31,691 37,185 42,939 49,496 58,196 67,196 75,696 84,000 . . 

Employment ~ · · 1,630 2,297 3,030 3,846 6,B2!: 6!' 325 7,714 9,883 12,676 14,874 17,175 20,362 23,620 27,200 30,600 34,000 

Visitors (thousands) 52.75 104.7 138.2 165.8 218.t 21 8.8 231.1 330.3 373.0 411.0 608.0 780.0 1,026 1,124 1,284 1,500 

Visitor Bednights (thousands) 395 541 694 1,129 1,63~ 1. 639 2,030 3,082 3,406 3,819 5,821 '6, 777 7, 937 9,155 10,320 11,435 
. ~. I 

Resident Bednights '(thousands) 245 211 213 1 91 , 222 225 262 280 296 296 326 401 462 520 600 

Average length of stay visitors (days) 7.5 5.2 5.0 6.8 I 7- 7 .5 8.8 9.~ 9.2 9.3 9.3 8.7 8.7 8.7 8.7 8.7 
I .,.. •J 

Tourism Foreign Exchange Receipts (million 
2.0 3-7 5.4 9.2 13 .. E of dinars) 13.6 16.4 22.2 26.1 " 31.6 53.8 67.8 79.4 91.6 103.2 114.3 

Receipts per bed (dinars) 483 636 713 953 79c 7 98 875 931 824 849 1,220 1,369 1,364 1,364 1,372 1,360 

7'-·1 
Total Merchandise Exports (million of \ 

48.7 52.9 57.7 62.9 .. . ' dinars) 73.5 78.4 82.8 87.0 95.8 113.3 155.0 149.0 164~0 185.0 203.0 

Tourism Receipts as % of Merchandise 
Exports 4.1 7.0 9.4 14.6 18.~, 12 .5 20.9 26.8 30.0 33.0 45.9 43.7 53.3 55.8 55.8 56.3 

I 

Source: Office National du Tourisme. 
Minist'ere du Plan uProjection Pr~Himinc:tire des Investissements du IVil!me _ Pl~ne Plan". 
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PRESIDENT'S BRIEF 

_ Operations Evaluation Division: Activities in Tunisia 

The Operations Evaluation Division started last summer an evalua
tion of the Bank's contribution to development in selected countries through 
its lending to Development Finance Companies; the object is to learn how 
policies and procedures of the Bank with regard to such lending for directly 
productive non-agricultural sectors might be improved in the future. Tunisia 
and Iran were the countries selected for the in-depth study of the role of 
the DFC. 

The basic parts of the evolution study of the Tunisian DFC, the 
Societe Nationale d'Investissement, have been: 

An aP~lysis of macro-economic factors, consist:ng mainly of 
relevant aspects of econo~ic development and economic policies, 
especially in relation to industry and tourism; 

An analysis of the place of SNI in the general context of 
the co~"ltry, and in particular in the context of the capital 
market and the banking SJ~tem, in the context or Tunisia's needs 
and uses of resources for investment financing, and finally "'n 
the context of the eristing econ-omical social policies which SNI 
takes advantage of, or is trying to influence; 

An analysis of the relations between the Bank and SNI and 
of the impact the Bank has had on the organization and the policies 
of· SNI; 

A detailed analysis of some thirty projects financed by SNI 
in various sectors and regions, including tourism projects, to 
determine their financial and economic profitability and to 
evaluate the impact SNI, and, when appropriate, the Bank, have 
had on these projects. 

The study of SNI has been carried out in Tunisia between September 
1972 and March 1973. The final report on DFC evaluation is scheduled to be 
ready at the end of FX 173. 

Cleared with Mr •. Willoughby 



Attachment 4 

TUNISIA LONG TERM PUBLIC DEBT PROJECTION 

(Calendar years; US $ Millions) 

1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 llli. 1979 1980 1981 1982 1983 1984 
-~nu:toriat · fticome Accounts Y* 
GNP 921 940 974 1064 1150 1348 1724 2051 2014 21.58 2325 2479 26.53 2829 3011 3198 .3424 36.58 .3914 4188 
Plus: Net Factor Income Payments 23 27 38 46 44 36 29 29 30 .34 36 38 38 38 31 31 31 38 40 42 
Equals: Gross Domestic Product 944 967 1012 1110 1194 1384 1747 2080 2044 2192 2361 2516 2691 2866 J)48 323.5 .3461 3697 39.54 4230 

. Consumption 816 816 875 922 965 1158 1416 1634 1677 1774 1891 2013 21.58 2310 2468 2632 28o4 2990 3192 3409 
Gross Investment 264 251 242 225 I 289 296 382 521 4.56 488 534 559 602 630 6.5.5 676 737 782 83.5 892 
Gross National SavingS 105 124 99 143 185 190 308 417 331 384 4.34 466 49.5 519 .542 566 620 668 721 119 
Imports of Goods and NFS 323 318 334 289 341 380 468 590 6oo 630 67.5 709 768 821 873 924 999 1070 11.52 1241 
Less: Exports of Goods and NFS 188 218 229 252 278 310 423 513 .5ll 56o 6n 654 699 747 798 851 920 995 1078 ll70 
Equals: Resource Gap - Amount 135 100 105 37 63 70 45 77 89 70 64 56 69 74 75 73 8o 75 74 71 

- as percent of GDP 14.3 10.3 10.4 3.3 5.3 5.1 2.5 3.7 4~1! -- .3!2 2.7 2.2 2.6 2.6 ' 2.5 2.2 ' 2.3 2.0 1.9 1.7 
Domesti¢ Savings - percent , of GDP 12.2 14.0 12.1 16.,3 17.) 16.3 19.2 ·21.3 18.0 19.1 i9.9 20.0 19.8 19.4 19.0 18.7 19.0 19.1 19.3 19.~ 
Investment - percent of GDP 25.1 23.4 21._5 18.J 21.8 18.3 n.z. 25.0 22-3 22._3 22.6 22.2 22.4 22.0 21.5 20-9 21.3 21.1 21.1 21.1 

Finance of Resource Ga~ 1/ 
43 Grants 25 15 20 27 46 38 45 

1~5 1l~ 14 12 10 8 6 5 5 5 5 5 
Loans and Credits 118 82 126 101 100 101 136 148 1i~ li~ 1~ 11j_ ~ 150 1~~ 163 173 184 

Bilateral 'd/ 66 45 75 48 56 50 72 71 60 79 89 95 102 
I ~' 

IBRD 1 3 4 5 6 9 14 16 25 22 26 25 27 .30 . 34 .37 40 44 48 52 
IDA 2 1 2 5 3 3 5 4 12 12 12 12 10 8 6 4 2 0 0 0 
Suppliers and Financial Credits 49 33 45 43 35 39 46 51 28 28 30 30 .30 )) 30 30 30 .30 30 30 

Total: Gross Disbursements 143 97 146 128 143 147 175 187 148 139 145 143 145 147 151 155 16o 168 178 189 
Less: Amortization 25 30 44 48 51 48 52 60 57 58 59 67 75 81 85 ~ 87 91 91 94 98 
Equals: , Net Inflow 118 67 102 80 92 99 123 128 91 8o 85 76 71 66 66 68 68 76 84 91 
Other In-flow (net) !!_/ - ~ 40 60 41 3 1 15 7 49 22 31 27 21 25 47 59 64 61 72 62 57 52 
Less: Net Factor Income Payments 23 27 38 46 l 44 36 29 29 31 .35 38 40 41 43 43 43 45 47 5o 53 
Equals: Resource Gap 135 100 105 37 I 63 70 45 77 91 13 68 6o 76 83 87 8.5 95 91 92 90 
Imports of Goods and NFS 323 318 334 289 ~ 341 380 468 590 612 656 717 768 848 925 1003 1083 ll94 1304 1433 1574 
Exports of Goods and NFS 188 218 229 252 278 310 423 513 521 583 649 708 772 842 917 997 1098 121.3 1340 1484 

Memorandum Items 
Interest on Debt 6 12 15 17 18 21 25 28 29 33 . 37 41 47 52 58 64 70 76 82 90 
Total Debt Service 33 41 60 65 69 70 77 87 
Average Interest Rate 4·9 3-4 4.0 4.0 4.5 J.J .. 4.o 4.0_. 
Debt Service Ratio 5/ 18 19 ''' 26 . 26 25 23 18 17 
Total Debt Outstanding £/ 283 324 406 451 481 522 557 625 
IBRD Debt Outstanding £/ 1 4 8 13 18 26 39 60 
IDA Debt Outstanding £/ 3 5 6 10 13 16 21 37 
IBRD Debt Service - 0 1 2 3 3 4 5 
IBRD/IDA Percent Gross Loan Disbursements 2.5 4.9 4.8 9.9 9.0 11.9 14~0· 14.2 

Percent Debt Service - 0.6 1.4 2.5 3.9 3.8 4.7 6.0 
IBRD Percent Debt Outstanding 0.4 1.2 2.0 2.9 3.7 5.0 6.8 9.6 

!/ At current prices. Projections are at 1971 constant prices (1971 baae year for projections), 
exchange rate: Dinar 1 = US$2.08 

2/ At current prices. 
3! Including small amounts from ADB and EEC. 
if Including net current transfers, direct investment and change in foreian exchange reserves. 
5/ In percent of exports of goods and NFS. 
if Excluding undisbursed. 

* The Ministry of Planning is currently revising the national account• seriea for 1960-71. 
The new series will include changes in absolute values but change• in the relative variations 
from one year to another are likely to be insignificant. The new series are only available 
at present for 1970-1971. · ' 

For cornparibi1ity with the new series, 1970 and _1971, and the ~t.a., the ratios ot in~ 
vestment and doaaestio sa'rl.ngs to GIP traa 196> .. 1969 have beea ....... b7 1~ eaoh. Ylere 
appropriate _ the adjusted __ t:l.gures have been used in the text. 

i_ 

86 91 
J.7 3.9 
17 16 

693 7.58 
82 100 
49 62 

7 10 
29.9 28.) 
8.1 10.9 

11.9 13 • .2 

96 108 121 133 143 151 l6o 167 176 187 
. 4.2 5.6 5.8 5.9 ' 6.0 -6.0 6.0 :6.0 6.0 6.0 

15 1.5 16 ''' . i6 16 15 15 14 13 iJ 
829 893 953 1012 1071 llJ4 ll98 1269 1348 1434 
121 140 162 186 21.5 246 279 315 3.53 393 

74 87 97 10.5 lll ll5 ll6 ll.5 ll4 ll2 
ll 13 14 16 17 19 22 25 29 . . .3.3 

29..5 28.7 28.0 27.6 27.6 27.1 27.) 26.9 27.7 26.) 
11.9 12.7 12.8 1).2 lJ.S 14..5 15.6 17.1 18.4 19.4 
14.6 1.5.7 16.0 18.4 20.1 21.7 2J.J 24.8 26.2 27.4 

Projection Basis 

(Compound Rate of Increase in Percent) 
At constant prices 

1965-70 

Real G.D.P. 3.2 
Consumption 2.0 
Private consumption 0.3 
Public consumption 9.1 
Exports of Goods, NFS 11.0 
Imports of Goods, NFS 3.6 
Investment (% GDP) 21.4 

Europe, Middle East and North Africa 
Region 

HOY•ber 14, 1972 

1972-77 .!21.6-85 

7.4 6.7 
1·3 6.7 
7.2 6.6 
~-8 7-5 

.7 7.8 .. 8.6- 7.2 
22.8 21.2 

1985 1986 

448.5 48o5 
44 47 

4529 48.52 
3641 3890 
953 1020 
843 91.5 

1338 14~ 
1273 13~ : 

66 58 
1..5 1.2 

19.6 19.8 
21.1 21.0 

5 5 
188 191 
106 109 
52 52 

0 0 
30 30 

19.3 196 
102 107 

92 89 
51 5o 
_58 '62 
85 77 

1731 1906 
1646 1828 

97 105 
199 212 

I 6,0 1 6,0 
12 12 

1.521 16o6 
432 469 
ill llO 

37 41 
27.6 27.2 
20.3 · n.o 
28.4 29.2 



Population: 
Per Cap. Inc: 
Area: 

5.2 m; 2.6% p.a. 
$282 (1971) ; 3% p.a. 1973-77 
164,000 sq. Km 

Literacy: 55% adult pop. (1971) 

Through 
FI68 

Agricultural Credit I IBRD 
IDA 

Agricultural Credit II IBiD 
Agricultural Credit III IBRD 
Agricultural Credit/ 

Rural Development I** lBliD 
Agricultural Credit/ I 

Rural Development II** IDA 

Cooperative Farms IBRD 12.0 
IDA 6.0 

Fisheries I ID! 
Fisheries II* I miD 
Irrigation Development I IBRD 
Irrigation Development II IBRD 
Livestock I IBRD 
Livestock II IDA 

. - -
DFCs - SNI I-II IBRD 15.0 

SNI III IBRD 
SNI IV IBRD 
SNI V IBRD 
SNI VI IBRD 
SNI VII IBRD 

]):iucation I-II IDA 18.0 
Educa ti.on III IDA 
]):iucation IV IDA 

IM.ustry I - Phosphates~ IBRD 
IM.ustey II - Textiles* ' IBRD 
IM.ustr,y III - Unidentified* 1, IBRD 

PopUlation I IJ;)A 
Popula t.ion II IBRD 

Power I IBRD 
Power II* IBRD 

TouriBIII I - Ini'raetructure IBRD 
IDA 

TouriBIII II - Training* I:BRD 
Tourism III - Infrastructure IBRD 

Highway Engineering IBRD 
Highways I IBRD 
Highways II IBRD 
Ports I IBRD 7.0 
Ports II IBRD 
Pipeline IBRD 
llailways I IBRD 

IDA 
Railways II IBRD 

Urban Sewerage I IDA 
Urban Sewerage II IBRD 
Urban Transportation* HlP 
Water Supply I IBRD 
Water Supply II IDA 
Water Supply III IBRD 
water Supply IV * IBRD 

--
Operations Program IBRD 

IDA 

'· Total 

No. 

Lending Program IBRD 34.0 
IDA 24.0 

I --
Total 58.0 

' 
No. ~ 

-
Projects not included in 1971 CPP. 

FI69 

o.B 

8.5 

8.5 
8.5 

15.0 

--

32.8 
8.5 --

41.3 

4 

TUNISIA - ACTUAL AND PRJPOSID LENDTin THROUGH FI78 
($million) 

Actual CUrrent 
mo FI71 FI72 FI73 FI74 m5 

5.0 
3.0 

a.o 

6,0 

2.0 

11,0 

5.0 

.10.0 
10.0 

13.0 
14.0 

7,0 

L6,0 

4.8 

12.0 

a 5.0 

14.0 
10.0 

5.0 

~ 
24.0 

7.5 

5.0 
·-

12,0 

·9.0 
7~0 

10.5 

-- -- -- -- -- --
"22.0 37a0 38.0 

7.0 12.0 1~a -- --
29.0 49.0 ·45.0 

-- -- -5-2 6 

10.0 31.5 41 .o 1 22.0 27.0 29;0 
10,5 4.8 15.0 7.0 12.0 1.0 

-- -- -- ~ ~ -- --
20.5 36.3 56.0 39.0 36.0 

5 I 2 
-- 4 -2- -3-

5 
-

* 
** Included in 1971 CPP as "Irrigation Rehabilitation" I and II. 

Program 
FI76 FI77 rna 

6,0 

5,0 

5.0 

9.0 

7,0 

15.0 

7,0 

6.0 
12,0 

7,0 

10,0 

B.o 

8.0 

1.0 
9.0 

-- -- --
28.0 38.0 34,0 
7.0 7.0 7.0 

35.0 45.0 41.0 

--5 5 5 

21.0 28.0 25.0 
7.0 7.0 7.0 -- -- --

28.0 35.0 32.0 

4 4 -4-

Total 
i FI64-68 

l 

I 

--

34.0 
19.0 --
53.0 

~ 

Attachement 
Page 1 

Total 
FI69-73 

--

137.3 
45.6 
--
18).1 

16 
~ 

Total 
FI74-78 

--
175.0 
40 . 0 

215.0 

--
26 

130.0 
40.0 --

170.0 

21 



Through Current 
FY68 FY69 FY70 FY71 FY72 . FY73 

Other Agencies (CY) 
Multilateral 
African Development Bank - 2.9 - - - 1.0 
Other - -- - - - -
Bilateral 
France n. a. 11.7 21.2 19.5 16.0 15.0 
Germany n.a. 4.1 12.1 5.0 10.0 10.0 
United States n.a. 13.0 40.2 29.3 27.0 26.0 
Other n. a. 11.1 22.3 5.2 18.0 18.0 

~ 

IBRD o/s incl. undisbursed 33.7 64.3 75.1 99.2 . 123.2 157.0 
excl. undisbursed 11.2 15.5 21.9 31.6 44.6 63.8 

IBRD Gross disbursements 11.5 4.8 7.3 10.9 15.2 22.1 
Less: Amortization 0.3 0 0.5 0.9 1.3 2.1 2.9 
Equals: Net disbursements 11.2 4.3 6.4 9.6 -·-. 13.1 19.2 
Less: Interest & Charges 0.7 0.8 1.3 1.8 2.7 4.0 
Equals: Net transfer 10.5 3.5 5.1 7.8 . 10.4 15.2 

IBRD/IDA Gross disbursements 19.9 7.2 10.7 15.3 19.8 27.3 
Less: Amortization 0.3 0.5 0.9 1.3 2.1 2.9 
Equals: Net disbursements 19.6 6.7 9.8 14.0 17.7 24.4 
Less: Interest & Charges 0.8 0.9 1.4 1.9 2.9 4.1 
Equals: Net transfer 18.8 5.8 8.4 12.1 14.8 20.3 

Program 
FY74 FY75 FY76 FY77 

- 2.0 - 2.0 
2.0 3.0 3.0 5.0 

15.0 15.0 14.0 14.0 
10.0 10.0 10.0 10.0 
26.0 25.0 25.0 25.0 
18.0 18.0 16.0 16.0 

178.1 198.1 209.8 228.5 
86.3 111.0 132.3 150.1 

26.5 29.8 27.6 25.0 
4.0 5.0 6.3 7.3 

22.5 24.8 21.3 17.7 
5.4 7.1 8.8 10.3 

17.1 17.7 12.5 7.4 

35.5 41.7 39.4 34.0 
4.0 5.0 6.3 7.4 

31.5 36.7 33.1 26.6 
5.6 7.4 9.1 10.7 

25.9 . 29.3 24.0 15.9 

FY78 

-
5.0 

14.0 
10.0 
25.0 
16.0 

246.2 
164.3 

22.5 
8.3 

14.2 
11.5 

2.7 

31.0 
8.5 

22.5 
11.9 
10.6 

Attachment 1 
Page 2 

Total 
FY64-68 

--
37.5 
43.5 

117.0 
82.0 

11.5 
0.3 

11.2 
0.7 

10.5 

19.9 
0.3 

19.6 
0.8 

18.8 

Total ' Total 
FY69-73 FYJ4-78 

3.9 4.0 
- 18.0 

83.4 72.0 
41.2 50.0 

135.5 126.0 
74.6 84.0 

72.3 131.4 
8.5 30.9 

63.8 100.5 
11.3 43.1 
52.5 57.4 

100.2 181.6 
8.0 31.2 

92.2 50.4 
12.0 44.7 
80.2 105.7 

Europe, Middle East and 
North Africa Department 

October 10, 1972 
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TIJT ISIA 

STATEMENT OF BANK: IDA AND IFC SUBSCRIPTIONS 

·~. 
---·--~-~··-

11 
Percent Number Amount of Total 

Shares* 373 37300 . 0.15 

Paid in capital 3730 
Subject to call 33570 

Voting Power 623 0.22 

IDA . 

2/ 
Number Amount Percent of Total 

.- - ..::- : 

Subscription** 

Initial 1510 
Additional 59.3 

TOTAL I 1569 .• 3 0.15 
I 

Voting Power 2793 0.34 

IFC 
3/ 

Number• .Amount Percent of 

Subscription 133 0.12 

Voting Power 383 0.29 

1/ In thousands of US dollars of the l-reight and fineness in effect 
on July 1, 1944 · 

2/ In thousands of US dollars . 
3/ In thousands of US dollars of the weight and finenes s in effect 

on J arJuary 1, 1960. 
* 9% portion not yet released 
** 90% portion not yet released 

\ 

Apri l 11, 1973 

Total 



THE STATUS OF Bi\ ~!K GROUP . OP!RATIONS 
IN TUNIS!k 

STATEMENT OF BANK I.OANS AND IDA CREDITS 
(as at !-larch 31, 1973) 

Loan or 
3 Credit 

~ Year Borrower 

29 1962 Republic of Tunisia 
. ,eo 1964 Republic of Tunisia 

449 1966 Societe Nationale d'Investissement 
94 1966, Republic of Tunisia 

484 1967 Republic of Tunisia 
99 1967 Republic of Tunisia 

512 1967 Societe Nationale d'Investissement 
573 1968 Office des Ports Nationaux Tunisiens 
581 1969 SO~C:DE 

606 1969 SNCFT 
150 1969 Republic of Tunisia 
52 1969 Republic of Tunisia 

648 1969 Societe Nationale d'lnvestissement 
209 1970 Republic of Tunisia 

. 724 1971 STEG 
2~ 1971 Republic of Tunisia 
746 1971 Republic of Tunisia 
779 1971 Banque Nationale de Tunisie 
263 1971 Republ,ic of Tunisia 
~0 1.971 Republic of Tunisia 
798 1972 Societe Nationale d'Investissement 
815 1972 STEG 
858 1972 Republic . of Tunisia 
'329 1972 Republic of Tunisia 

'1 1973 Societe Nationale d'Investissement 
tal 

of ~ich has been repaid 

Total now outstanding 
Amount sold 3.0 

of which has been repaid !.:.Q. 

Total.now held by Bank and IDA 

Total undisbursed 

* Not yet effective 

B. STATEMENT OF IFC INVESTMENTS IN TUNISIA 
(as at Harch 31, 1973) 

1962 
1966 
1969 
1970 
1973 

Obligor 

NPK Engrais 
Societe Nationale d'lnvestissement (SNI) 
COFITOUR (Tourism) 
Societe Nationale d' Investissement" (SNI) 
Societe Touristique Hoteli~re RYM S.A. 

Total gross commitments 

Less cancellations, terminations, 
repayments and sales 

Total commitments now held by IFC 

Total undisbursed 

Purpose 

Education 
Port Development 
Development Finance co. 
Education 
Cooperative Farms 
Cooperative Farms 
Development Finance Co. 
Port Development 
Water Supply 
Railways 
Railways 

. Highw.ay Engineering 
Development Finance -Co. 
Water Supply 
Gas Pipeline 
Population 
Highway 
Agricultural Credit 
Agricultural Credit 
Fisheries 
Development Finance Co. 
Power 
Tourism Infrastructure 
Tourism Infrastructure 
Development Finance ~o. 

Type of Business 

Fertilizer 
Development Finance Co. 
Development Finance Co. 
Development Finance Co. 
Tourism 

. . ;~ ~-

Amount in US$ millions 
(less cancellations) 

!!ill ~ Undis. 

4.9 
1.0 . 
4.7 

11.9 2.1 
6.1 0.3 

3.1 0.2 
9.3 . 
8.5 1.0 

15.0 7.9 
8.5 7.8 

8.5 

10.0 1.8 
10.5 9.7 

.. 7.5 0.4 
4.8 4.7 

24.0 23.0 
5.0 5.0 

3.0. 1.6 
2.0 2.0 

10.0 7..1 
12.0 9.9 
14.0* 14.0· 

10. Q-l!- 10.0 
14.0* 

155.6 58.7 ' 
.. 6.6 
149.0 

~ 

147.0 . ~ 

92.2 30.3 . 122.5 
ao::::::::=:::= = 

Amount in US$ millions 
Loan E.guity Total 

2.0· 1.5 3.5 
.6 .6 

8.0 2.1 10.1 
.6 .6 

-41 Q:.2. 2.0 

!L1. §..:.!. ~ 

~ ~ _2:.2. 

8.5 4.8 !2:..2 

_!b.1_ i.4 11.1 



--

PROJECTS UNDER EXECUTION 

Execution of ~rojects in Tunisia has been generally satisfacto~, 

and we have always found a great deal of responsiveness in the Tunisian 

authorities when discussing project impl~entation problems and their 

solutions. 

wans and credits are presently being disbursed for the following 

fourteen projects: 

Second Education 

Cooperative Farms 

Second Port Development 

Water Supply I and II 

Railways 

Gas Pipeline 

Population 

Highways 

Agricultural Credit 

Fisheries 

Po~ier 

Tourism Infrastructure 

Development Finance Company ( SNI) 

A brief note on each of these projects follows. 



SECOND EDUCATION PROJECT; $ 13 MILLION CREDIT OF ·1966 

Description: Construction, furniture and equipment of nine new 
general secondary schools, three agricultural training centers 
and extension of six existing general secondar,y schools; equipment 
only for an other sixteen existing secondary schools. 

Execution: Construction, furnishing and equipping of the project 
schools have been completed, and US $ 9.82 million have been 
disbursed. The three agricultural training centers were dropped 
at Government's request. Follo~ng approval by the Executive 
Directors in 1971, savings on construction cost in the amount of 
US $ 2.08 million were reallocated in 1971 to allow the purchase 
of equipment for eleven technical schools and for assistance in 
educational planning to be provided through UNESCO. The equipment 
for the technical schools is expected to be delivered by October 
1974. The appointment of experts for the educational planning 
unit is under way , but severalmonths behind schedule. Only three 
out of eight experts , have so far been appointed and have arrived 
in the field. The credit is expected to be disbursed by December 
31, 1974. 

COOPERATIVE FPJU1S PROJECT; $ 6 MILLION CREDIT AND $ 12 MILLION . 
LOAN OF 1967 

Description: The original project covered a) the consolidation 
of 213 existing cooperatives; b) creation of new cooperatives 
on 160,000 ha; maintenance of productivity of State land; and 
d) technical assistance. 'lhis project formed part of Ben Salah's 
10 year plan to transfonn 1 million hectares of former settlers 1 

land and marginal small holders' land into production cooperatives. 
The policy failed in 1969 because farm competent management l-ras 
not available and farmers increasingly resisted forced participation 
in cooperatives. After Ben Sal&~'s fall, the project had to be 
revised, and now covers (a) maintenance of productivity in 
218 cooperatives and (b) technical assistance. 

Execution: All investments provided for under the revised list of 
goods have been completed and disbursements are expected to· be 
completed by December 1973. The financial situation of the 
cooperatives is improving, and an aggregate profit of about 
D1.6 million was achieved in 1972. The Bureau of Control (the 
Bank prescribed project unit) is presently preparing an assessment 
of project accomplishments. 

·I 
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..,. SECOND PORT DEVELOPMENT ffiOJECT; $ 8.5 MILLION LOAN OF 1968 

Description: Expansion of port facilities in the major ports 
(_ through (a) dredging at La Goulette, Bizerte, and Sfax; 

(b) pu~chase of a dredger, a tug-boat and cargo-handling 
equipment, (c) re-building of a breakwater at Bizerte; 
(d) construction of a berth for gra:in carriers .at La Goulette 
ldth .grBin silo and pneumatic equipment; 

Execution: Work has been satisfactorily completed on most of the 
project items and is progressing satisfactorily on the remaining 
items. Total cost of the project is now esti.mated at $ 13.2 
milli on, as compared to the appraisal estimate of $10.7 million. 
The foreign exchange component remains at $8.5 million. The 
increased cost is due mainly to unexpected price increases and to 
soil -conditions which delayed construction and required a one
year extension· of the Closing Date. The increase in costs does 
not -invalidate the justification for the project, m d the loan 
is expected to be fully disbursed by the present Closing Date of 
December 31, 1973. 

·i. 

WATER SUP.PLY I AND II; $ 15 MILLION LOAN OF 1968 AND $ 10.6 
. · -~ MILLION LOAN OF 1970, RESPECTIVELY: 

·· 'Description: The first project consisted of construction of a 
130 k.m pipeline to Tunis (population 700,000); a supply line 
to :the Sahel area (population 4oo,ooo) and distribution works in 
Tunt~, Sahel and Hammamet/tlabeul. Sweden provided $ 5 million 
for the project; The National Water Company (SONEDE) 1.1as created 
with Bank assistance in connection with the preparation of the 
project. The second project consisted -of construction of supply 
lines to Bizerte, South Tunisia (first phase), Sfax; Hammamet/ 
Nabeul, Sahel (second phase) and smaller works; Sweden provided 
$ 3.5 million for it. 

' -
· Execution: Construction under the first project. has accelerated 

after a late start and is now proceeding satisfactorily; there 
have been problems in the manufacture of project pipe, and it 

( 

<. 
m~ be necessary to extend the Closing Date. Total cost of the 
project is expected to be below the appraisal estimate. Construct
ion and disbursements under the second project have begun. 

RAILWAYS PROJECT; $ 8.5 MILLION LOAN AND $ 8.·5 MILLION CREDIT OF 1969 

_, . Description: The project includes (a) relaying J52 km of main and 
b.ranch lines; (b) purchase of 7 main-line locomotives, 10 railcars, 
.34 ballast cars and workshop equipment; (c) consulting services. 
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The project was formulated as a result of a UNDP transport 
survey carried out in 19§8/69 under the Bank's supervision as 
executing agency. 

~ecut:ion: This project has faced difficulties. The problems, 
mainly financial, were due to (a) non-paym-ent of freight charges 
by the railwqy's largest customer, the state-controlled Sfax
Gafsa Phosphate Company; (b) operational deficits due to low 
rates and fares, and (c) higher than estimated purchase prices of 
rolling stock. Progress is now being made. The Government has 
taken over the Phosphate Company's debts to the railways and 
paid a first installment of $.5.3 million ·towards the arrears of 
nearly $14 • .5 million. It has also undertaken to reimburse 
railw~ losses in 1972 and 1973, estimated together at about 
$2 • .5 million, in addition to its annual contribution of $2.4 
million. On the understan:ling that tariffs will be increased 
by January 1, ·1974, the Bank and IDA have agreed to a reallocation 
of the proceeds of the Loan and Credit which has permitted 
placement of all outstanding orders. Cost increases of approx
imately $6 million for items in the original list of goods 
are being financed by utilizing part of a general line of credit 
extended by Spain to Tunisia. Completion of the project is now 
expected by mid-1975. A request to extend the Closing Date is 
awaited. 

GAS PIPELINE PROJECT; $ 7 • .5 MILLION LOAN OF 1971: 

Description: Installation of 300km gas pipeline which carries 
natural gas from the. El Borma oil field to Gab~s' electric 
power plant. The Kuwait Fund contributed $2 • .5 million to the 
project under joint financing arrangements with the Bank. 

Execution: Execution of this project has been satisfactory; 
operation of the facilities began approximately one month ahead , 
of schedule. Disbursements are slightly ahead of sche.dule, and 
are expected to be completed before the Closing Date of -December 31, 
1973. 

POPULATION PROJECT; $ 4.8 MILLION LOAN OF 1971 

Background 

Family Planning began in 1964 with the introduction of an . 
experimental program. A national family planning program started in 1968 
with the creation of a Directorate of Maternal and Child Health and 
Family Planning in the Ministry of Health. 

\ 
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The initial demographic targets set out in the Five Year 
Program 1966-1971 were overly OJ2timistic: to bring · down the birth 
rate from 46 per thousand in 1966 to 36 per thousand in 1971. It 
was estimated that a total of 300,000 couples would have to be involved . 
in the program of which at least 250,000 would adopt the IUD method. 
Recent estimates put the birth rate in 1970 at around 40 per thousand. 
This is some 4 points higher than the official birth rate derived from 
registered births but then, there is an important under-registration 
which might be as high as 12 percent. How much of the decrease in 
the birth rate is due to the national family . planning program is 
difficult to assess for lack of adequate d~ta, but it is unlikely to 
be large. · 

The administration of the program underwent several reorganizations: 
The Directorate for MCH and Family Planning was replaced in August 1971, 
by a National Institute for Family Planning and HCH. The latter was 
transformed last Harch into an Office for Family PlroLning and Population. 
The last reorganization, giving the Office a commercial character, 
allows more flexibility in recruiting qualified staff and broadens the 
scope of activities from the mere sector of public health into that 
of other ministries such as Education, Social Welfare, Pl~nning and 
others, which are represented in a Supreme Council for Family Planning · 
chaired by the Prime Minister. 

The most ~ecent developments are the orga~ization of a Family 
Planning Week in which several Cabinet· members made ·speeches on Family 
Planning in different parts of the country. President ·Bourguiba, 
during his recent visit to the southwest of the country, identified 
Tunisia's demographic growth as one of the most important constraints 
on Tunisia's. economic and social development, and came out strongly 
in favor of a vigorous population program. 

The achievel'Q3nt of the program have been below the targets . 
set by the initial Five Year Plan. There has been, ho-vrever, a 
modest increase in the number of acceptors which now stand at the low 
level of about 13,000 new acceptors per year~ An estimated 6-.8 per
cent of all Tunisian women aged 15-49 are now in the prog_ram. 

The Project 

The project was appraised by two missions in May and December, 
1970. On April 5, 1971, the credit agreement for a population project 
was signed, which consists of the construction and equipment of four 
urban maternity hospitals, two rural maternity hospitals, 29 Maternal 
and Child Health Centers, the extension of a paramedical training 
school and its post graduate training section. It provides for technical 
assistance through· management consultants for the national family 
planning program; experts to assist in teaching at the paramedical -

•. 
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training school and fellowships for training_ key paramedical personnel; 
the provision of two external ~eview missions to assess the progr~ss 
and efficiency of the program. 

Progress of the management side of the project has been 
satisfactory. The last organizational change followed closely the 
reconunendations of French management consultants provided to the 
Government under the project. While a sound basis for the organization 
of the program is being laid and a new Director has been appointed 
since January, 1973, the staff of the office has yet to be -bUilt up 
to an effective level, and detailed technical planning of the program 
has to be made. 

On the construction side, the project's implement~tion has 
run into problems (mainly of an administrative nature) which together 
have caused a total· delqy of 18 months. A most recent problem has 
been large cost overruns in the project's four urban maternities. As 
a result total project costs of US$7.7 million are now estimated to 
increase by US$5-6 million. The principal reason for this is an 
original under-estimate of costs at the time of appraisal. At the 
time , the PNP Department was not fully operational and the cost 
estimates computed by a consultant were based on figures provided 
by local architects who understated construction costs (hoping they 
be entrusted with the final design and development). In addition, 
two dollar devaluations, as well as escalation in construction costs 
since appraisal, ·· have added to the difference· between the original 
cost estimates and the preliminary estimates of the consultant 
architects. A solution to the problem of capital funds will improve 
project implementation. 

The Bank has asked the Government for its reactions to the 
findings of the architect consultants. 'Ihe Government's response is 
expected in the next month. We are planning to send a mission to Tunisia 
at the end of M~ or in early June, to review in depth the project. , 
In view .of the cost underestimates it is expected that IDA supplementar.y 
funding will be recommended. 

HIGHWAYS PROJECT; $ 24 MILLION I.OAN OF 1971 

Description: The project includes improvement, re-surfacing ·and 
rehabilitation of 2,195 km of paved roads; reconstruction of , 
51 _ bri_dges and culverts; preinvestment studies for improvement ; 
of further roads; technical assistance for improved transport . 
coordination; and study of road transport regulations and taxation. 

Execution: After a good start in 1971, project execution fell behind 
schedule .for various reasons, such . as del~s in bidding due to 
incomplete right-of-w~ acquisitions and del~ in selecting 

\ 
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consultants to prepare detailed engineering. These problems 
have now been solved, but disbursements remairi behind schedule·. 

AGRICULTURAL CREDIT PROJECT; $ 4 MILLION CREDIT AND $ 5 MILLION 
LOAN OF 1971 

Descti tpion: '!he project will help finance through Banque Nat ion ale 
de Tunisie a. credit program for (a) some 850 grain farmers to 
purchase mechanized equipment; (b) dairy farm improvement, both . 
in Northern Tunisia; and (c) about 18 date-palm plantations 
averaging 125 acres in Southern Tunisia, providing _jobs and 
housing for 1,000 desert nomad families. 

Execution: Execution of this project has been generally satisfactory, 
and disbursements are on schedule. However, some difficulties 
may arise in the future if the Government does not faT{e action, 
as required under the Loan Agreement, to limit competition between 
Bank/IDA funds and. its subsidized agricultural credit agency, 
FOSDA, and if the Societe Tunisienne d 'Industrie Laitiere, STIL, 
does not improve its execution program. STIL is facing land 
tenure problems and is showing weakness in the coordination of 
filledactivities. The Government, the agricultural credit bank 
and STIL . a.re a~iare of these difficulties, and action to solve 
them is under consideration. 

FTSHERrES PROJECT $ .2 MILLION LOAN OF 1972 

Description: The project will provide, through Banque Nationale de 
Tunisie, credit to fishermen to replace obsolete inshore craft 
by about 335 fully equipped motorized boats of improved design; 
technical assistance; procurement of fishing gear and SJ}are 
parts. 

Execution: Delayed at first by the failure to fulfill several 
conditions of effectiveness on time, and later as a result· of 
difficulties in finding a suitable project manager; execution of 
the project is finally miking progress. However, because of the 
need to determine the type of diesel engine before completing 
the design of the boat, procurement procedures had to be changed. 
The Project Unit has already called for bids for marine diesel 
engines; bidding for hulls should take place late in the summer. 
Cost overruns are expected because of increases in fishing boat 
construction costs; but demand for subloans to purchase project · 
boats remains high because of steaqy increases in fish prices. 
The increase in boat costs will result either in the construction 
of fewer boats than expected under the project or an increase in 
the contribution of the Government. . A forthcoming supervision 
mission :-1ill review the matter. 
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POWER PROJECT; $ 12 MILLION LO.AN OF _l972 

Description: The project includes installation at STEG's new 
Rhennouch plant near Gabes of two 20 MW gas turbine electric 
generators and related equipment; construction of 2,150 KV _· 
transmission lines and 4 substations; expansion of distribution _ 
s.ystems; technical assistance. The Ku~ait Fund has contributed 
$2.5 million to this project. 

Execution: This loan became effective on August 1972 and is 
proceeding on schedule. Bidding for the major items of the 
project is in progress. 

TOURISH INFRASTRUCTURE PROJECTj $ 14 MILLION LOAN AND $ 10 MILLION 
CREDIT OF 1972 

Description: The project is a package of infrastructure works 
comprising roads, water, sewerage, electricity and telecommunications 
to be implemented in six zones vli thin a carefully designed environ- · 
mental fr~ework. 

Execution: Due · primarily to delays in adoption of legislation 
establishing the public land corporation to acqui-re land in the 
project zon.es, the loan and credit have n6t yet become effective. 
Contracts have been signed with constiltants, and other project 
activities are underway. _ 

DEVELOPMENT. FINANCE CO. SOCIE'I'E NATIONALE D'INVESTISSEMmT (SNI) 

1. Since its reorganization in 1965 the Bank Group has contributed 
to SNI's resources in the folloding manner: 

IBRD loans: 5 loans totalling $49 million. The last one 
was approved on Jcmuary 23 ($14 million). 

IFC Investments in SNI's share c apital: $1.2 million equivalent 
representing 20 percent of SNI' s share capital in . 
t .1o investments in 1966 and 1970. IFC is 
represented on SNI's Board. 

2. SNI is a private institution (the public sector only represents · 
_ 22 percent of o1mership). Its purpose is to finance industry and 
tourism in equity investments and meditun and long-term loans. 

3. A rapid growth of the . company in the late sixties compelled 
SNI to reorganize its operations and organization. 'Ihe Bank and · 

. IFC have helped SNI in this effort as well as the Caisse Central de 
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Co'operation Econolnique which has provided conside-rable technical 
assistance. The reorganization is now implemented but major efforts 
still are required to improve particularly promotional work. · 

SNI's developmental· role in Tunisia is important. To live up 
to it, the company should, however, be more selective in its financing, 
provide better assistance to medium and small size projects, and play 
a more positive role in promoting export-oriented industries. Commit
ments . in 1972 reached a record mark in excess of D 10 million • 

. The Bank plans to pursue its -close association ·with ·SNr p·articularly · 
in light of the revie1-1, now in its final stage, by the Operations Evaluat
ion Division of the Bank \vhich ~·Till provide an assessment of SNI's operations 
and of their impact on the Tunisian economy •. 

\ 
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PROJECTS U}TDER CONSIDERATION 

- Fiscal Year 1973 

Tunis Urban Transport 

Pho&~hate Development 

Tourism Training 

Tunis Urban Sewerage . 

Fiscal Year 1974 

Livestock and Rural Development in Sedjenane · 

Irrigation Rehabilitation 

Fiscal Year 1975 

. Central Tunisia Rural Development 

Irrigation Development 

Sixth Loan to SNI 

Water Supply SFAX 

Third Education Project 

Second Railw~ Project 



TUNIS URBAN TRANSPORT PROJECT (FY 197 3) 

This project will be the Bank's first Urb ran sport 
project. It was appraised in January/February 1973 Negotiations 
are planned to begin on . May 14 and Board presentat ~s scheduled ~ 
in June. This is a very tight schedule. 

Tunis is the country's center of popul.a .. bn~mployment 
and economic activity. The city has been charac·~~in recent 
years by rapid urbanization, and increasing dispel'$-:al?f development. 
This has been strengthened by the absence of apprtDjP.~§ public 
policies. Government mi~stries and decision m~gre highly 
centralized on a sectoral basis, and inter-ministe~~oordination on 
investments affecting the gro~~h and devlopment oT ~~e~politan Tunis 
is weak. The Government has begun to recognize thJ.§it.uation and 
~ 1972 it took the initial action by constituting ·· lth~S District, 
a metropolitan planning and coordinating agency. 

The Tunis Urban Transport project consist~f~ 

a) Technical assistance, jointly finance~the Bank, 
IDA and UNDP, to strengthen the capacity:.'oJhe Tunis District 
to c arry out its planning, programming, ·k~oordinating 
.fu..'"'lctions, as h'ell as to assist in the -prep~tion of . futu.re 
urban investment projects. 

b) the purchase of 210 buses, to renew tWb an fleet 
of the public transport company, .Societe -~lM.nale des 
Transports (SNT) and to meet its needs fcJte¥: vehicles 
through 1975. 

c) Purchase of 26 electric rail cars, si~ng equipment 
and other materials required to renew th@~east Corridor 
('funis-La Goulette - La Marsa (TGM) railt1Jjne of SNT. 

d) Construction of a ne1v bus depot for ;SNT. 

e) Improvement of interse-ctions and reJ.a\.@.gnalling 
equipment for the Municipality of Tunis. 

:f) Technical assistance to SNT and the ~3lity of · 
Tunis; consultants ~vould also assist the>~ent to 
carry out a study of urban development o~in Sfax, 
Tunisia's second largest city. A second '~project in 
Tunisia, for Sfax and Tunis, should resuf "fe>¥ the stud;ies · 
being carried out under this project. 
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Total project cost is estimated at US $37.3 million 
equivalent, with a foreign exchange component o£ $23 million to 
be financed by the Bank (US $16 million) and IDA (US $7 million). 

Unique features or the project are: 

a) Its emphasis on the e££ective establishment of a 
metropolitan urban planning authority. 

b) The integration of investments in new improved 
equipment £or . SNT tvi th n program to £acili.tate the movement 
of tri ffic in the city and to discourage use of private 
automobiles. · Me asures to discourage private automobiles 
under discussion include establishment of a city service 
to tow aw~· illegally parked vehicles, controls over the 
establishment of nelv or the utilization of existing off-the
street parking f acilities a~d an increase in artificially 
low automobile .insurance · premiums. 

PHOSPHATE DEVELOPMENT PROJECT ( FY 197 h) 

Although Tunisia is a marginal producer of phosphate 
rock (h percent of ·.1orld production) the phosphate industry has 
an important place in the Tunisian economy. In l971 mining and 
processing operations generated value added equal to 10.7 percent of 
GDP at £actor cost and employed about 2.3 percent of the total labor 
force. · Total value of exports of phosphate rock ($11.6 million), 
phosphate fertilizer ($9.7 million), and phosphoric acid ($0.'1 million), 
amounted ta $21.4 million and accounted for 18.8 percent of total 
Tunisi ~tn exports in th.:1.t year. In a regional context, the contribution 
of the phosph:lte industry is of crucial importance to the poorly 
endo~ved Gafsa region in the South, ~-~here phosphate production is 
virtually the only source of employment outside the traditional handi
craft sectors and some agriculture in the· oasis. 

The state controlled Gafsa company, whose production of 
phosphate rock amounted to 3.1 million tons in 1972 (95 percent of 
total Tunisian production) has been operating ~·ti th heavy losses 
since 1967 mostly as a result of low -;1orld market prices due to 
increased supply of higher grade phosphate from Morocco and increasingly 
inefficient operations. A serious effort to put the company on a sound 

. economic basis is being undertaken at present; studies and experiments 
··. to exploit ne~f deposits and to rehciliilitate existing inines have been 

underway for the last years and the Bank h3.s been called by the Govern
ment to review the present situation of the Gafsa comp~, its prospects 
and proposals for future development of phosphate and the possibility 
of the Bank's financial assistance to it. An .identification mission 
visited Tunisia in November 1-15, 1972 and a project preparation mission 

J 
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in March J4-29, 1973. The project preparation mission's recommendations 
will be transmitted to the Government upon completion of the analysis 
some time in May. The preliminary conclusions . are that the exploitation 
of the new deposits of the Sehib is feasible from the technical, finpncial 
and economic point of view and that the Gafsa company as a ~'Thole could 
become financially self-supporting in three to five years, provided that 
a comprehensive rehabilitation program for the existing mines is carried 
out. Also, market prospects do not 2ppear to be a constraint for the 
mine development plans. 

The major problem in assessing the project feasibility 
relates to the organization and management of the company. Expatriate 
personnel will have to be recruited as a result. A problem ~1ould be 
the release of some 2000 Harkers to result from the rehabilitation. 
This is particularly important since phosphate mining is practically 
the only economic activity in the Gafsa region .'1nd employment alternat
ives in the region are limited. The Government should therefore in 
cooperation :·1i th the company inunediately launch studies to mobilize 
potential resources and prepare an investment program which would 
diversify economic activity in the area and create a more balanced 
economic and social community. Such studies could be financed under 
the Bank loan. 

We are envisaging to appraise the project this F'all. This .. 
schedule ~-Till depend on the progress made by . the company and the Govern
ment in project preparation. 

TOURISM TRATI1ING PROJECT (FY 1974) 

This project has its origin in the tourism infrastructure 
project financed jointly by the Bank, IDA and KFH in FY 1972. A weakness 
in the Tunisian Government's tourism program identified in connection 
with that project is the inadequate number and training of tourist 
(principally hotel) personnel. financing for a project preparation 
study ".tl as included in the Bank/IDA loc..n/ credit and the KFW loan. 

The Bank and the Tunisians have agreed that it ·.iould be 
desirable for the International Labor Office to carry out the project 
preparation study·, which will include an assessment of existing tourism 
·training programs and preparation of proposals for the future which 
will aim at the integrdtion of a wide variety of foreign technical 
assistance into a concerted national tourism training program. Physical 
facilities are expected to be included in the project. The lack of 

· financial flexibility on the part of IIO has impeded completion of the 
adm.inistrati ve arrangements for the study, but :·Te hope to be able to 
overcome these problems and to have the study completed in time to 
appraise the proj-ect .. in late autt.unrt; .. and thus to retain it· in the FY 74· 
program. 
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TUNIS URBAN SEWERAGE I (FY 1974) 

The Tunis metropolitan area is served by a malfunctioning 
sewerage eystem and sev-1age tre.atment plant. As a result, both raw and 
incompletely treated se1-1age is discharged into Lake Tunis, which 'lies 
between the city and the sea. The Lake is connected to the sea only 
by a narrow channel, and there is little tidal movement; as a result, 
the La.ke:is :msufficiently flushed vTith sea water. The Lake is also very 
shallow, warm and highly saline. The environment and the nutrients from 
sewage dischared into _the Lake leads to prolific algae growth; decomposing 
sewage and algae, in turn, give rise to production of hydrogen sulphide 
and at the same time provides further nutrients for algae growth, 
resulting in an intense odor problem for the city of Tunis. 

Some short-term measures could · reduce the odor, such .as harvesting 
the algae, dredging sewage sludge, artificially aerating portions of the 
Lake and increasing the flow through the Lake. However, lasting improvement, 
which could make the near-by areas available for recreational and resident
ial uses, can only be achieved by eliminating the inflow of inadequately 
treated sewage into the Lake. This requires substantial updating of the 
sewerage system of the Greater Tunis area. 

Several studies, commissioned since 1962, concur in their main 
proposals: additional master sewers in the downto~in area, reconstruction 
of the main se1-1age pump:ing station, expansion and improvement of the treat
ment plant at La Cherguia and fresh sea water inflow into the Lake. The 
studies did not include comprehensive economi~ or financial analysis. 
Such analysis should determine (a) the choice of the optimum method of 
disposal (sea outfall or treatment), (b) number and capacity of treatment 
plants, and (c) _ responsability for construction and operation •. 

For years, the project has been supported by President Bourguiba, 
who considers the odor problem a national disgrace. The Bank first 
indicated its interest during preparation of the Tourism Infrastructure 
Project which will provide sewerage facilities in resort areas. At the 
Bank's request, a study is nm-1 being carried out on the financial and 
economic aspects of the project. For the detailed engineering we will be 
.able to largely rely on the technical work. done in the previous studies. 
The cost of this study was included in the Tourism Infrastructure Project. 
A group .o.f .French (Coyne et .Be lies) and Dutch consultants (ICN) has just 
started working, ana we plan to appraise the project in October, subject 
to a positive outcome of the study. 

Benefits from the project are expected to be prevention of 
potential health hazards, land reclamation, particularly for Tourism 
development, as lvell as eliminating the odor YThich presently pervades · 
the city. The Bank will press for effective institutional arrangements 
for construction· and operation of sewage facilities. At present, neither 
the municipal authorities, 1-1hich operate the urban sewerage systems, nor 
the Hydraulic Works Directorate in the Ministry of Ag~iculture, which has 

. -general . responsabili ty -for the 'sector'; - are . ·capable' 6f' adequately- maintain-
ing existing works, particularly treatment plants, or of constructing 
additional facilities. The problem will be revie ed in the light of the 
creation of the "District of Tunis" (see brief on "Tunis Urban Transport 
Project" ) • 
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LIVESTOCK AND RURAL DEVELOPMENT IN SEDJENANE ( FY 1974). 

In recent years the government has become increasingly 
aware of the rising demand for livestock products and the desirability 
of increasing domestic production in order to reduce the foreign ~ 
exchange expenditures in meat and dairy imports. Interest in livestock 
development has centered on the Sedjenane plain in the north of the 
country. 

Tne project as originally conceived was oriented only to 
the development of intensive li vesto'ck · in the area; · however, ·under 
the Bank's advise, the Government has agreed to broaden the scope 
of the project to include a number of investments in rural infra
structUre (water supply, electric power, establishment or improve
ment of local health clinics and feeder roads) 11hich are aimed at a 
more balanced development of the area. Preparation of the project 
is being carried out vri th the assistance of the FAO/IBRD Cooperative 
Program, and it is expected that the project can be appraised in the 
fall. 

Three problems stand out in connection 1-tith the pro.ject: 

a) The aptitude . of the local peasants for intensive livestock 
development; 

b) The ability of the Government to carry out the land 
reform which will be required on the traditionally titled 
henchirs (tribally owned land) in the project area; and 

c) The necessity to establish an institutional frame't·Tork 
for the project that will encompass not only the livestock 
elements but also the rural infrastructure components. These · 
points have only been discussed in a preliminary fashion with . 
the Government, and will have to be clarified in further dis~ 
cussions within the Bank and 11i th the Government, after the 
CP project report 11ill have become avaiiable in May·. 

IRRIGATION REHABILITATION (FY 1974) 

During the i960 1 s -Tunisia .invested heavily in dams and major 
~r~igation infrastructure, with extensive foreign financing. The are? 
~uipped for irrigated production amounts to about 110,000 hectars; · 
ttl~ area under-irrigated crops, ho11ever, is estimated to be only about 
51,000 he.:tars. The irrigation rehabilitation project aims at the full 
utilization of. existing irrigation invest:rcents in the ·Nebhana area . 
(financed .by USAID) and the lower Hedjer<;ia Valley {.financed by several 
bilateral .. donors)., . to which . the Government is g.iving .empnas.is .in its. 
~973-1976 Development Plan. · 

\ 

I . 



-6-

.The project is beini' prepared "td th the assistance of tlie 
FAO/IBRD Cooperative Program. A report on the Neb~ ana component has 
been received; this subproject would provide complement~ invest~ents 
for the intensive development of about 4,800 hectars in off-season 
vegetables and· fruit trees by some 3,500 farmers. In addition to 
supplementar,y irrigation works, the project would finance replacement 
of equipment, repair o;f existing infrastructures, on-farm development 
and technical assistance. It includes a . fruit and vegetable marketing 
study which we hope the Tunisians Hil+ be able to get unde:rvray even 
before projec_t appraisal (scheduled for late summer · or early fall), in 
order to have a functioning market organization as soon as possible. 

Preparation of the Medjerda Valley component has been delayed 
by the Government's initial desire to include on]y the Nebhana area in 
the project. A CP Preparation Mission scheduled for April has been post
poned because of the recent floods in the project area. It is now scheduled 
for the second half of May. 

CENTRAL TUNISIA RURAL DEVELOfliENT (FY 1975) 

This · project, which aims at the integrated development of 
about -200,000 hectars in the Governorates of Kasserine -and Gafsa-Nord 
in Central Tunisia, has its origins in the large ($55 million) World 
Food Program project supported by UNDP/FAO technical assistance. The 
WFP project includes an agricultural development program covering olive 
and almond tree planting, and planting of spineless cactus and acacias. 
An FAO/IBRD CP Mission has identified the proposed project, which is 
expected to be prepared by consultants working vdth the Tunisian authorities 
and with the occasional guidance of the Cooperative Program. Under the 
Bank's advice, the Government has established a task force _consisting 
principally of officials from the Ministeries of Planning and Agriculture, 
to work as the consultants' couterparts. 

In its present concept, the project is expected -to stabilize 
and improve livestock production, increase fruit tree planting, encourage 
other productive activities such as handicrafts and light industry 
(especially agricultural processing) and improve local infrastructures. 

·It "tdll require resolution of local_ land tenure problems, ·probably 
including consolidation of the present small land holdings into econo- · 
mically viable units,. construction of wells and rehabilitati-on of irr
igation infrastructure within the project area. Infrastructure elements 

·which ni:l.ght be included in the project cover veterinarian centers, · 
feeder roads, primary and agricultural schools, rural health clinics 
and power and telecommunications facilities. An autonomous agency ·of 
a type y-et to be defined will need to b.e established to execute the project. 
It is hopetl that the project can .be·come the core of ·a large regional de.;. 
velopment effort integrating the considerable foreign assistance available 
to Tunisia ·in the project area. 

• I 
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IRRIGATION DEVELOPMENT (FY 1975) 

._ 
~-

The proposed Irrigation Development Project would be the 
first major investment fo follow from a Water Master Plan for North~rn 
Tunisia financed by Bank grant to the Government in JlL.Tle 1969 and 
executed by the Italian consulting firm, ITALCONSULT. The water study 
has confirmed the need to derive greater agricultural -benefits from 
existing irrigation investments in the lovrer Medjerdah V~lley (as the 
Tunisians intend to do with Bank assistance) and indicated that the . 

. first stage of new works, the Sidi Salem Storage Dam would cost about 
US $18 million. Technical feasibility studies have confirmed that the 
construction of the dam, which should assist in regulating the waters 
of the recently flooded Medjerdah, should not present major difficulties. 

There have been delays L~ the completion of the studies. As 
soon as these are completed and reviewed by the Bank, probably L~ 
September or October of this year, He plan to send a project preparation 
mission to Tunisia. The scope of the Water Master Plan is large enough 
that some form of joint financing v-1i th other aid donors Hould need to be 
envisaged. The Bank raised this possibility in the Consultative Group 
for Tunisia at its October 1972 meeting. The African Development Bank 

. has already expressed interest. 

SIXTH LOAN TO SOCIETE NATIONAL D'INVESTISSFMENT - SNI - (FY 1975) 

This will be a repeat DFC operation similar to previous 
ones. 

WATER SUPPLY SFAX (FY 1975 - Contingency List) 

Minister Hoalla is pushing us for the financing of an 
improved water supply and distribution system for his home town and 
surrounding rural areas. Studies are being prepared by the .National 

·water Corporation (SONEDE), and the project could very probably be 
ready for FY 1974. However, since our next operation in this sector 
was only scheduled for FY 1976, we have so far not been able to 
accommodate his request. The project figures on the Region's 

_ _ - contingency list for FY 1975. 

THIRD EDUCATION PROJECT (FY 1975) 

The Government has expressed interst in our continuing 
support of education and a third project is now contemplated for 
FY 1975. Its contents are still unknot·m and will depend on the 

· educational plan which 'tdll emerge from manpower reqUirement· 

I 

·I 
I 
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projections being prepared b~ the Planning Ministry in the context 
of the preparation of the Fourth Development Plan. The planning' 
unit in the Ministry of Education VThich is assisted by experts 
financed under the second education IDA credit is expected to draw ~ 
up such an educational plan from which a sui table project for Bank/ 
IDA financing could be defined and subsequently prepared. It is 
expected that this project will provide the Bank with enough leverage 
to ensure that the educational plan is geared to economic needs, 
thus departing from the traditional system. 

SECOND RAILWAY PROJECT (FY 1975 - Contingency List) 

To continue financing part of the Raill·ray investment program, 
a second railway loan is envisaged for FY 1975, when the first project 
(FY 1969) will be completed, it m~ include introduction of door-to
door service, revision of the economic feasibility of certain existing 
lines and modernization , of equipment (project is only on contingency 
list for FY 1975) 

.. I 
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DATE: April 11 , 197 3 

suBJECT: TIDITSISA - Visit of H. E . Chedli A.yari, Minister of National Economy 

Mr. Chedli Ayari, Minister of National Economy, visited the Bank 
on April 6. He met with Messrs . Benjenk and Hartvnch and had meetings 
in vlhich Hessrs. Kalman off, Boss on, Billington, Mendoza and myself 
participated. Following are a few notes on these discussions. 

Industrial Sector S~rey 

1. The Minister requested Bank technical assistance for the industrial 
sector. ~fuile appreciating the efforts made by the Bank through the last 
basic economic mission, he suggested that the Bank mount a special mission 
to advise on industrial development strategy and in particular look into 
the need for integration of prod~ction in the phoshpate industry as well 
as the steel i ndustry . In both c ses, he believed that Tunisia could 
considerably gain "'rom expanding its range of processed products. He 
also f elt that Tunisia enjoyed good prospects for expanding its prod:1ction 
of consumer goods for export , and that this sector be includ ed in t·1a Be:.r..k 
survey as well . 

2 ~ At the same time, the Bank should look in more detail int, o 'I'u.nisi2 t s 
pri ,~ine policies and advise on a ~ener:=tl progr:?,m of redu(!ing aCl~inistrz.t::vc 

price controls. He felt that there might be some m-rit in retainin ~ dif
f erel tial price controls in s 'T;a .:iel-L3 2.ik .... for :L- stc.nco c!1e.:.=. _, i .· 2:.~esc 
r ates for capita.l investment in sectors in \•ihich capit.:ll i.ntenc:LvG ~r~duct.:.::m 
Has preferabl~ :·rhareas high rates should app y in Gectors vJhere l abor 
intensi vc r::~th.cdc ,..o~c , ~0r~ dssir~~~~tle . ~le &gl .. tSed ·,rJ'i~tl1 tllt: basic e8G!lOiillf_:; 

mission's tentative fjnriin<:;s ·that :· at the - O!'Ylent, ther-: -:as ! itt. e nerj_t 
in raising the general level of int-erest rates , given the fact that 'Tunis::..a 
uas enjoying a hig!'l sh rt-te~-m liqllidi ty and a tcmporO.:r"'.f short:::.&Gr ..:..n sf .fa"-.:..:_ ve 
del112.nd. The _Minister agreed that the Banl:: s ector SLl.rVey for industry should 
include a close scrutiny of the investment incentive system and the 13ffec+s 
of import prot ection. 

3. Concerning the timing of such a survey, he agreed to a date late L'1 
the Fall, considering that by then the Four-Year Plan 1vould be avail~ble 
with all its suppoi ... ting n;aterial . (He indica ted that the Plan 1:1igh t nov b'3 
ready as previously hoped by the end of J·une bu:b rather ln "July or 1-:l ter 11 ) • 

. . . I ... 
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9. Sea Transport: Mi"' . Ayari indicated that Tunisia may appro3.ch the 
Bank for financing of merchant vessels. It was planned to purchase over 
the Four-Year Plan period : tvro ore-carriers, one passenger ship, two cargos 
for containers and one oil-tanker, costing altogether Dinars 20 million. 
We indicated that the Bank, as a matter of policy, in the past had not financed 
this type of investment, and was unlikely to do so unless other reasons than 
pure financial needs could be demonstrated. 

c.c.: Messrs. Hartwich, Director, ~ffiNA CP II 
Karaosmanoglu, Office of the Regional VP 
Asfour, EiviENA CP II 
Pollan, Projects, .EHENA -
Mahoney/Elliott/HcDonald, Projects, EHENA 
Thys, Projects, EivrENA 
El-Fishawy, Legal 
Kalmanoff, Industrial Projects 
Casp/Bosson, Industrial Projects 
Ve~kat es-r,-Jaran/Carrere, Urban Pro:jects . 
Billington , E11SNA CP II 
Mendoza, EivfENA CP II 
Elmendorf, F11ENA CP II 
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Project Matters 

4. Phosnhate: We agreed that a first report on the findings of the 
project preparation mission, which may be a summary of a full report, should 
be sent to Tunisia around mid-May, suggesting in detail the measures to be 
taken by the Government and the phosphate company. This letter shouldset out 
a detailed timetable. !-'Jr. Ayari suggested that this communication be available 
so that the Tunisians could work out their position before Ivlr. McNamara's visit . 
We indicated that this may be difficult. 

5. Urban Transnort project: Mr. Ayari indicated that it may be difficult 
to designate a Director-Gen eral for the District of Tunis before negotiations 
and asked that this not be made a condition. He also suggested that, in 
future, correspondence ~rith the Vrinist ry of Planning on this project be also 
copied to him as Minister responsible for regional planning ( P~enagement du 
Territoire). He referred to the Bank 's concern about t h e Government 1s plan 
to move the terminal of t he suburban rai lway line (TGH) in o:;:-der to make 
room for a new h ighway a nd a statue of Pres i dent Bourguiba . In his view, 
onl y intervention at the l evel of Ytr . NcNamar a could successfully stop these 
plans from Peing ca rried out . 

6. Urban SeHerag:e (Lake of Tunis) nroj ect : He suggested that Hr . l-:cNamara 
be b r iefed thoroughly on t h e Bank t s plan for helpin6 T mi sia i n the execution 
of this proj ect which ranks amo g the most impor ·a nt in Pr esident Bourguiba 1 s 
or der of priori ty . 

7. ~ailt·la.YE_: "ft.le rei t erated that it had been the Bank 1 s understanding , 
while approving r ecent changes in the list of goods for this project, th t 
the Gove·rr_'nent ~,;ou 1 d i nt::-od i..:ce 2~ T ;_ :._:;..~ ; y tar i.fLS o;y J -- n ary 1, 19r4 . 
Nr. Ayari a greed, pointing out ho-r rever, that the SOF- SRAIL study on r a ilway 
t ariff s a nd the study O!l high';<Jay transport cost and transport coordination_~ 
t he latt er two bei!"lg e:x:ecut8d lL'1 .... cr &.n,~ fin .ncing 1Hlg1H·jay pro j ect ), shou.Ld 
be avAilable before the Govermr1c.nt c ,Pld t ::l ke such dectsioy; . r:.Je point Gd out 
that according to our knOvile dge t e S:F ~~BAIL study tv-as alrea dy available 
pending signature and _ 3.yrnent by the Government or SI-.CFT of t he study contract . 
Concerning t he tv[O other studies, r.·re said that this had not been mentioned in 
the last c ommunication received from the 1inister of Planning . Moreover, vie 
1-rere not sure 1vhen the studies (now to be executed by ITALCONSULT ) ·v;ould be ready . 
Hr. Benj enk indicated that at any rate the Bank 1vould get in touch with ITAL
CONSULT in order t o exact a commitment that the s tudy wouJ_d be completed wi .hin 
a reas onable per i od of time. 

8 . . Touri sm Infrastr J.ct1.~!L..P£.£_ject: Hr . Ayari indicate that because of 
its innovative nature t .e draft lav1 on land acquisition by the Agence Fonciere 
had run into serious delays in the :~ational Assembly. 1..Je s2.id that Hr . Siebeck 
hoped to discuss this shortly in Tun.i t) , etnd that. a lawyer may "join him . 

. . . I . .. 
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OFFICE MEMORANDUM 
l:1e:;n0rd-1"1du."':l for the Record OAT~: October 20, 1972 

Guy de LusiG~ 
TUi~LSD : 1 'ec(t:;LTJ.~ ·pith Hr. Hc~~ar.1ara and H. E. Han sour 1-loalla, 

Ninister of Plan..rd_ng , on September 27, 1972 

H.E. Hansour Hoalla, 1-1inister of Plat-min3, called on Hr. HcHa111ara 
on September 27. He v-;as accompanied by: 

Hr. 11ohar~ed Ghenima, Governor, Central Bank 
H.E. Sla.~eddine El Goulli, .P..I •• bassador of Tunisia to :-:ashington 
Hr. Habib Bourguiba Jr., President of ~:rr 

. Hr. Honcef Bel Hadj Amor, SeCl'etary General of the · 
Hinistry of fulance and Alternate Governor for the Bank 

Present from the Bank: 

Mr. Knapp 
Hr. Benjenk 
Hr. de Lusignan 

The meeting ";as characterized by an e:xpcse of Ur. Hoalla on 
Tuni~i?.1s econ.crrr:r • ..:-lost of the inforrrztic·!l prc.!;;ented. by Hr. Hco.lla h.::.~ 
been analy~ed in depth in ti1e last econm;J.c report of the Bank and Cis
cussed in the last CPP. HoYT~"'.rcr, it 1-ras extre~1ely Ll'lvigo rc.ting to hear 
the Ni:.'"l.ister of Pla..nnine presenting Tunisic. 1 s perfor.nance in recent yec.rs 
and its prospect.s for further development 1-:i thin the next decade. Hr. 
HcNamara coneratulated Hr. Hoalla on his expose at the -end of the meeting. 

For the record, three major themes could be underlined. 

First, Hr. Hoalla recal~~d ~hat over the last ten years, 1962-72, 
the Govern.r:1ent r ~ policy focused on social infro.struc~ure and particularly 
improver;1ent of the education and i1eal th sector~. This resulted in vast 
investments Hhich, given population grouth and ~-reather fluctuations, did 
not lead to a satisfactory gro\·rth rate. On the other h2nd, for the next 
decade 1972-51, the policy of the GovernTnent, said I·ir. :-loal.la, ~-:ill be to 
drastically redistribute invest::T.ent in order to meet the demcnd and to 
ensure gre.:-:.ter yields OJ."ld a more produc-ci '.~e cmci market-oriented econmrr:,r. 
The present Plan under prep~ration for 1972-76 has an objective to ir:\'"est 
60 percent pf total expenditures Hi thin the four-year period in "tne non
agricultural productive sectors, i.e. industry 2Ild touris;71. This cioes 
not mean, ho;·;ever, errrphasized the Hinister, that no effort ~·rill be !Tlade 
in agriculture, the objective of the Plan is to ~ntain a 4.5 percent 
growth rate in this sector. 

,.4 .. . ,. 
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1he second point made by the Hinister 1.:as that . the Govern.r.1ent of 
'1\misia is determined to coMe to grips 1-;i th the extremely irnport.ant pro
blem of population gr o:·rth and emplcj!'":ent . Family pla.nning programs 1-rill 
be intensified, together 1-:i.t.h the creo.tion of ne-_J" jobs . :·Jith respect to 
populaticn , the obj e ctive of the Govern.":'lent is that Tunisia.•s population 
in year 20CO becorr"es comparable to today t s I tali an populo. tion v-ri th a r ate · 
of grouth 'of 1 percent per year against 2.2 percent. Hith respect to 
employment, Tunisia should actually airn at creating SOO, 000 nm.; jobs by 
1981, but this 1·rould rec;,uire an investment proeram of 850 million dinars 
per year, -;Jhich Tunisia . cannot afford. The objectives of the forthcorning 
Fourth Plan is to double present rate of investment from 250 million dinars 
to 500 million dii1ars a year and to create 30, 080 neu jobs per y ear. In 
addition, the Govenl~ent }~11 have to make arrangements for sending abroad 
20,000 l-rorkers per year not't·rithsta.nding the present immigration floH. 
The Hinister ad.-r:d tted that these objectives were a.:"'lbi. tious but he felt 
that they 1·rere attainable. · 'Fhey reflect. tho changes of the Governmal'lt's 
econornic policies over the last tio years and they aim at taking stock 
of the achievements of 1971 and of 1972 ,,rhen grolrth increased by 9. 3 
percent ru1d 19 percent respectively. 

... 

The last point made by the Hinist.er was in reference to the re
distribution of investment in various sectors of the econo:ny. He elaborated 
on this point particularly follovring a question of Hr. HcNamara regarding 
the need for Tunisia to meet the above objectives and to find projects 
economic:llly justifiable. The ¥i...'1ister assured Hr. Hcl!a.rn.ara that · the 
preparation of sound projects l:as of prirnary concern to ful1isia. In the 
field of a6ricul ture, for instance, Hr. 11oalla 1·ias co!rv'inced that projects 
for developing live?tock, fisheries and rainfed and irrigated as riculture 
existed. He felt also that such projects could permit agriculture to 
increase at a rate of S percent per year in years 1972-76. He added that 
the llinistr>J of Agriculture '!,,~ould reinforce its planninG activities and 
project preparation ~c-tivi ties by creating a research center for agriculture 
projects. lvi th respect to inaustT'J, the Ninister of Plarming v.ras confident 
that measures alre2.qy taken by the GoverD .. men t 1-iould s tir.rulc. te industrial 
developRent and particularly the agency for the promotion of investment 
for export-oriented industries and the proposed establis[l_rnent of an inens
trial estates company. He also said that the Government of Tun..isia 1-;anted 
local banks to have Iilore responsibility L""l promoting private investment. 

The meeting ended by Hr. Hoalla rei te.rating to· Hr. HcNarnara la$t 
year's invitation of the President of the Republic. Hro Hcl\Iarr..ara haQ. at 
the beginning of the meeting expressed his regrets to have been t:nable to 
visit Tunisia as planned; he hoped ' to be able to respond to this invitation 
L""l the course or the next fiscal year. 

cc: Hr. HcNamara (2) 
Hr. Benjenk 
Mr. Hartwich 
Mr. Siebeck 

Gdelusignan/gp 
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ASSOCIA~IO~ RECO~STRUCTION AND DEVELOPME ' T 

I 'TEP ATIONAL Fl ANCE 
CO RPORAT I ON 

OFFI CE JV\Etv'JORA.NDUM 
Files DATE: OctoberJO, ·1972 

Parti cipants 

· Bank: Lessrs. Be~1jenk , HartH:i.ch, Thompson, 
de Lusignan~ Asiour , Siebeck, 
Hendoza 

Items Dis r~ussed 

He0srs. t'Dall~, Belhadj Amor, 
Bouaoua ja; Ghannouchi, 
Be1l{hQdjaJ Ghezal, Riahi 

• Projected overall investment 
Sector priorities 
Projects for FY 1973 
Projects for FY 1974 
Projects for ~I 1975 
Problem projects 
Industrial ~remotion 

Projected . . c1te rall i nv9Jtment 

Co:r1pared to its present level, total investment, in 
Tunisia is to double over the 4-;/ ear period of the Fotu•th Plan 
(197 3-76 ), C.I!d to reach s ome $2,000 million. 20 percnnt or about 
$hOO millio~l ..,.:ould be covered by external funds (net of C.ebt ser
vice). o.r this about f,>l60 tq · ·200 millionJ in r•:=. ~·1'Jnlln.'3 vie'lr, 
should be co rrr:d.ttod by the EaYlk Group (and about the same .amount 
disbursed u..YJ.der ongoing and ne~·I projects). 

Hr. B€1'1j er:.k indicated that this r,.ras similar to our 
o1m projections. 

Sector Pri0rities 

Agricultural development and education vioulcl receive 
prirr.a:r.y a.~~tcnticn. H€zional de-:..-Elopr,!E:nt progr <?.ms w.JOuld b8 devised 
ui th the vi. e \•f to prt;veYJ.ting mi ~r .q :-~.j.on to urba~1 centers. Unlike 
ongoing e lilp loyn,ent prosraP.ls (in p.:1rticular t.he prograrn "La lutte 

/ 
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contre le sous - developpement11 Hhi ch would be discontinued) they 
Hould ge:1erate prod:.1cti ve employ 1ent 3..L~d pro"ride better regional 
income distribution . In adC.ition to productive in estn~ent, funds 
1-:ould be required for development of Hater resources~ housing, 
transport:Jtion, electricity and public health installations. 
First provisions 1·10uld be rna de in the 197 3 equipment budget. 

·In the field of education, higher educat ion presents 
a bott,leneck, and a crash program should be devised parallel to 
long-term planning efforts for the whole sector. 

In this conJlection, Hoalla requested Bank assistance 
for in;provine statistical ·services in Tunisia which, at present, 
are not capable of processing statistical data in a r.-ray that -r,rould 
provide the basis for better pla,.'Ining of future inve3tme.11t in agri
culture 2nd education. The request for E~~psrt assisto.!lce 1·ras noted, 
yet discouraged since it would fall under Ui:IDP responsibility, and 

· the Bank did not dispose of appropriate cm1didates. 

Pro.jects for FY 19'1..3. 

In addition to a fourth loan to SNI and the u-rban trans-· 
port pr~ject, Noal1a maintained C.he request for a. second - DOvl'l.~o.
jec·t. · He discussed S'I'ID •s plons to opt for gas turbines instead of 
steam pla..'1.ts v-:hich require smaller investrnent and, because of . shorter 
construcbion, a later financinG, and suggested that the project be 
left to the Ku-vrait :F\md. In Eoalln.'s vieH this ·Hould be difficult, 
since the Fund had just accepted financinE three fishine ports. He 
promised to inquire into this upon his return, and .. it v-ras agreed that 
if no financing could be obtained from the Fund, the Bank may consi
der the project. 

Concerning on-ft.'t!'~1 ii :=ye lonT"'~sn~ in the ·uebhana and Hedjerdah 
irriga tlon areas, a r u r ?.l devt~)l:y;nt 1)!'8 _i s_ct, in Cent!' ::ll Tunis j:..S1' and 
a live sto~_k pro,:c_~~~ in Sedjenane, it t·Ias aGreed to discuss · the detailed 
timing on the occa::>ion of -the next Consultative Group meeting, pre-

. swnably in the afternoon of October 24. 

For the !Jr.Q.an se-;-~raQ;e project (Greater Tunis), a consultant 
is bein~ selected to revim-1 the e:d.sting studies and to assesa the econo
mic feasibility of proposed alternatives. 

Moalla requested the financine of vlater supply works in 
Sfax (--c~t r:r sunpl v IIT_), Hhich viOuld include development of ne-vr re
sources a~d. distribuLian in Sfax and neL\rby vill~ges . Studies h-Olve 
been mt1ce by a Gerrr.:J.n consultant a.11d ECEOH. He indicated that it might 

.___ 
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be possible to advance this project to FY 1974, but that we l~ould 
first l:.. .<:e Nr . Thys to l ook at it during his forthco!rtLng mission in 
October (1-:oalla asKed tha Thys calls on him on that occasion). 

Noalla lTelcomed the ~~k 's readiness to help in prepar
ing a tourism traininr; project, and later to finance it. A subGtan
tial fi nancial effort v-;as required, and he hoped that necessary pro
visions in this respect could be made. ·~:ir. Benjenk a greed. 

A cr~. sh n ro .s,rarn fo_:r:_j~tgher e.cis.~tion has, in Moalla 's 
view, to be prepared irrespective of any long-term planning effort. 
Present ou.tput -v;ould have to double during the next Plan period to 
cover the comYtry •s nesd for doctors, €ngin'"'crs and teachers and new 
W1iversi ties lo.J-:J uld ho.ve to lx~ tui]_t. 1'!e re~orved 'Ju-;:• n;si tion and 
promised an ans-:v-er for the Paris meeting on October 24·. 

Domestic consmnption of llilq~~~~ is expected to rise 
to 2 million tons by 1976. To maintain present e.x:port.s uhile making 
up for t,hc loss of production resulting fl' Om the closing of tHo mines, 
new deposits 'trill have to be e:A'})loited. At the sama time, mines re
maining in production Hill hav8 to be modernized to allaH production 
at cor.!petitive prices. Bank assistance to the phosphates sector should, 
in Moalla Js view, not be scheduled later thtm FI 1974. . It was agreed 
to send a mission as soon as possible, in order to assess the scope 
£or a possible Ba~~ project. 

Pro~ects for ?I 1975 

The follo~·ring projects Here mentioned for- FY 1975: E...-x:e
cution of the Hc.te-~ rr.::-1ster pl P,n, a second _a~r'icultur.al c.recli t, n sixth 
loan tq_l)~T:f:., rurr l ~?5~~rifi_c:~. t·\.0..11.J a griC~i.}_-~~~l dE_y:_el0j)I..!£_~t (equipe
ment rural), and a second u1.:_'qJ. L1 t~spo~£_o;je ~-~ covering Sfax and 
Sousse, rrhose preparation could be fL~anced f1·om the first project. 

Ongoinr problem projcctQ._ 

Moalla reported that the proposals made by the · last super
vision miRsion to settle the dispute over the rail;:ray proiect (FI 1969) 
have not been endorsed in a recent meetinG of the Council of Ninisters. 

,~ 

The Government is not yet prepared to envisaGe .a tariff increase 1,ri th- ; .... ... 
out .h.avi11g studied rccorrunendations of t -vro not yet completed studies on 
rail-vn~y tariffs and road-user charges, n~Jr to agree to ~ raise in rail-
lray tariffs as a t emporary measure to allo~r the rail~rays to meet recent 
increases in operatin~ cost. Similarly, the Government is not backing 
the pro12osal tmder Hhich debtf; of the Gafsa l)hosphate Company Hou.ld be 
offset acainst the ro.ilt-~ay company's debts against the State. Only \ri th 
rega rd to the present subsiciy it rrvJ.Y consider an incl~ e:J.s e in the· next 
econ:Jmic bude;et. The Hinister will urite shortly, explaining . the Gov·-
errunonti 's exact position. · 
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Concerning tr..e S€ccn d Erl!. .ca ·}on Pr ·ect (Credit No . 94- TUN), we 
expressed deep concer n at latest ci€velopments which cculd further de
lay the constitution of the expert group ·.Lor t..he Bureau de PlaJ1ifica
tion in the Ein: ctr:; of trational _ Economy. Noe~la v7ill take this matter 
up \.;ith the Educat::..on !·ti.nister and it 1-;as agreed (at -the subsequent 1M 

luncheon) ·that thz possibility of hiring immediately a tec.m l eader, 
without uaiting for the other experts to be selected, should be ex-
plored. 

~trial Promotion 

Hoalla reported that statutes for the planned 11Agence de Promotion 
Industrielle 11 1-."0ulci be issued shortly and would be available at the 
Consu..ltative Group meeting. The Agence t·rould be set up before the end 
of the y ear. 

To assist foreign investors who have obtained approval for this 
project,, the government no1-1 inten-ds to create (a) an 'Agence Fonci~re' which 
would buy up land for industrial development or obtain it by expropriation, 
develcp a~d thereafter sell or lease it to investors, (b) a service corpora
tion 1·rhich· vJould provide consu.lti~ assistance in hiring labor, and in con
tacts Hi th the TU.t"lisian bureaucracy, e.g. on licencing of imports, construc
tion works etc. In Moalla's view, IFC should participate in such a ven
ture. 

cc .: Hessrs. Ben,je.nk 
Thompson 
Hart'l)vich 
As four 
de Lusignan (cl. v-ri th) 
Haynes 
ffrench-Mullen 
HelJners 
1\~att 
Thys 
Bouh.aouala 
Ste;-rart/Salmon 
C. van Dijkftiilson 
Hahoney 
Elliott 
HcDonald 
Pollan/Coudol/Storch 
Fuchs 
Cash Chardon 
Glaessner/CXione 
Venkates"S-raran 
C. Hassan/Deveaud 

/ 
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TO: 

FROM: 

SUBJECT: 

11\. ,.. C.;:;;.-.. A.Tf~ !' ,A!.: ~~£::V ~l'O ?M S:f'tT INTcR"(A t'=' '-lAL 8A .. IK FC O 
ASS CIATJON RECONSTRUCTIO~ AND DEVELOPMEN T 

INT ER 4TI C,AL FI' ~~CE 
CORPORATION 

OFFICE /V\EMORANDU1V\ 
Files DATE: .April 5, 197 3 

/)/I 

A. Ed:..lard E1mendorUJ ... 

Tunisia: Visit of Jwir. Ben Messaoud 

1. Hr. Ben Hessaoud, Secretary of State for Agriculture in Tunisia,. 
visited the Bank on April 4. The following 1-:cre the ma.jor points 
covered &1ring meetings with Hessrs. Hart'tri.ch, Hapenhans, Siebeck, 
H~ynes, Fran..l<:, Billington, 1·:erghoub and myself: 

Flood Da.ilage 

2. Ben Hessaoud said that 30 to 40,000 Ha' of land in the lower 
Medjerdah Valley had been flooded, a.."'ld that one or more ttajor bridges 
may hava been seriously dGU'"J.aged. As of liarch 31, 107 persons had 
died. Flood dcunage extended across most of northern ~n..isia, includ
ing the Sedjenane plain. Daage to infrastructure might, he thought, 
~equ · r-.e change in the Hedjerdah Valley component of the Ba.~-ct s irri• 
gation rehabilitation project. HOT.i'lever., there hc.d been a..l.nost no 

. dW'1age in the N ebha:1a Valley, and tne heavy rain had been beneficial · · 
in the south. 

). Hr. Hartwicn mentioned the possibility of a reconstructio~ loc....J., 
v;~ich -v1as 1...-elco:-:-.ed t-y Ben l~essa.Qud. It was a.g::-eed that 1-ir. Siebeck 
l-:Ould collect in..lorrr~:'3.tiorlot..on flood damage durin;; his missi:)n to 
Tunisia in the 1·:eek of Jl..pril 16, and consult ;v-j_ th the G·:Jvern.-nent ,on 
rec")nstwction needs, including the possible reconstr.J.ction lo~"l. 
He w-:>ulj also plan a s to;:o•.r-e.:· i:r. ::. ')~V3 !or consul t.:ltiQns ;Ti th 'tha 
FAO/IBRD Cooperativf~ Frogra'11, \1h2.ch l-Tas s ·3nding a mission .to Tunisia 
on Ap:-il 9 to assess flood d.:J:nage in the area of the pro;>osed irri
e:;,t.ion rAh!ihi 1; t.<rti.on projP.~t .• 

4. Hr. Ben ?·iessaoud said that · the consultants prepe=ing the urban 
ser:erage project 1.~3 r·e at ;.;orK at T-v.nis Old r;::uld c~r.:p lete t~eir report 
in two to three months. lie considered the project . on schedule. 

Hater Ha~ter Plan 

S. Ben 1·!essaoud said that IT.~J..Co: .rsULT had run into clifficulty with 
the na.the:na.tical :mt?del and that there would be two to -r.hree months 
delay in cc:·1pletion of tte final .. .rater Haster Plan. He tho~lght, 
h01'Aever, that the proole.--ns could be resolved and th-J.t the proposed 
i ,.,yo; ~~t.i ilrl ,.:lpv.:).l ()'lm.cn-t-. n1"0 i P~T. { • ,i,p Si r1i ~!ll Pr.1 n~':'!'\ ) nP.Pn nnt. hP 
--- - o - -- - -- -- M ---- • .--- ...... _- .:...- - - v - - - -.. -- · - --- -- - ·- ---, - - -· · - ~- - - - - · 

{.el.;.J. ed. On the co~1tra:-:.J'-, he adcic d, trlG late:;:t fJ.oods had d~11on- . 
~;trated its ir.1p~rt~""1ce fc.r flood protcc·tion, a;.'1d this s ·:1ould speed 
up irn?lenE .. !1t:xtion as W:3ll as provide addi tio:1al justi.ficat~v~ .. for 
this invest.11ent • . 

/ 

·' 
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Sedj~...ne Li vest?ck a.-'"1.d Rural fuvelo\:'!Ilei!t Project 

6. Ben h essaoud sai.d that project preparat ion data for the rural 
infrastr~cture components of the project had not been coopleted on 
sche·4nle for the CP prcject preparation mission, and would only be 
available~ under present arrange.?J.ents, in Ju..l'le or July. In order to 
be able to r. .. ai.r1tai..T1 the project scnedule, it was agreed that_ the Bank 
would cable the Hinistries of Planning and A,?iculture, proposing, 
with Ben Hessaoudt s S".lpport, that consultants should be hired to 
accelerate the work, and that Hr. Siebeck would discuss this and 
related matters in ~unisia during ~~e week of April 16. 

7. Ben Messaoud s.=.w- no point in trying to organize the project under 
the Governor of Bizerte and was surprised 'that the CP had mentioned 
this possibility. While the exact details "h"'uld need to be worked 
out, his preference was to create an autonomous office a-rl.th appropri
ate managerial a."1d .financial flexibility. 

8. Ben Hessaoud said that the government had just started land clear
ing on the 1, 000 Ha in Sedj ena.ne on 1ihich it proposed t_,o co:n;;:tence 
livestock C:evelopr: ent i.."1 197 3. E:rtension personnel (one engineer 
plus 10 Tec~nical Agents) 1-rere prepared to begin -vrork, a..,_d 1.rere 
recei 'T.J.Ilg snpport fr~ the Genna.."l pilot f c....,·m. 1-lr. Ben Hessaoud indi
cated tha.J.. to his cLi.s:~2y the Hi.nistr'J of Planning is at prE'!sent 
hold.ing up t.he fL'1ancir~~ of aboat 600 Ha as J. ecOrr.Iilended by ~'le 
FAO/IBaD CP rlission in t~ir Back-to-Office report. :t-lr. ·Hartwich 
told run th8.t 'the Bank lTLit;ht be prepared to COD3ider . rat~oactive 
fina.nci~g fa'!.~ t..his initial phase of livestock de·1elopment in 
Sedj ~"1a'1e under the p:ccpos.ad loa."'l. or credit. 

9. In response to questions, Be..Yl Hessaoud said that land reform on 
the hcnchirs 1-; .;~s b&~ir~.!:i.ng ;.;i th t ;;o t:rpical ca..ses. Econo!nic and 
social d~t.a ·Here t -eins collected, follo,-red by a pedological study. 
Ttese s-tudies 'WOuld d.st.er.mi.ne the grazL.J.g areas to be fLxed on the 
t;;o h8~c:Urs.. 3D;: r~:;s::12.:r.ld -::as c~:lfid.e:1t that the t-;;o typical cases 
yould be in~tructi-ve c:1ough for t~1e govert"..:ilent to be able to carr-J' 
out l&"ld reform 0::1 th(~ re~1aining henchirs in Scdjen3Ile. A calendar 
for ap;>lication of tho land refor.il legislation would, he said, be 
contained in the C?- project prepa.ration report. 

10. Ben }1essaoud indicated that the govcrm:1ent Tegarded the Gen.la..'l / 
pilot. farm as essential to the p~oject ~d had reQuested the con
tinuation of Ge-n:.an S\lpport. It was agreed that the Bank would con
tact Creman officials 1rith a itie-,r to 1-..-.orking out speci.fic arrange
nents for integration of the pilot farm, including its technical 
assistance pe:cso.n.n·e:, into the ovei'all Sedjenane livestock develop
m~"'lt project to oe f i_T1anced b-.r the BaP..k. 

. .... . ._ ... 
.. '- ..!. • .:- -· ~ 

.. 
(' 

. 
I 

I 

r( ... 



. . · ~ . : •· .• ~ -:: . . , . . .. . . . ' 

-3-

Central ~~~sia Rural Development· Project 

ll. Contrary to the report of the CP, Ben l!essaoud said that the 
govern.tnent was prepared to use consultants to prepare the project. 
FinancL"'lg of their work was not discussed. He indicated tilat the 
govenLil~it had decided to exclude the Sbiba. perimeter from the 
project, because the CP had specifically linited the project zones 
to 200,000 ha devided equally bet1-1een the Govenorates of Gaf'sa Nord 
and Kas~erine. So~e surprise was expressed by the Ba.YL.'I.(t s staff at 
this limitation, and it was agreed ~~at t.~e :ru...rlisians ;.;ould c.are
i'ully review the areas t..'l1a.t they would like to see the project to 
cover. 

12. Ben Hessaoud said that arra..'l'lge:.-:1ents had been made for full time 
support of project preparation on the ~isi~ .side by officials from 
the Hinistries of Planning and .Agriculture. 1,1hile he agreed on the 
import~"'lce of ~1tegrati~g the work of all aid donors involved in the 
area, this 11as a subject on which Ben Nessaoud had no t:.'J.oughts at 
the present time. 

&nallhold8rst Credit Study 
I 

I 
13. Ben Hessaoud said that the Bank-financed. study on smallholders' 
credit needs had been revie"..;cd by the r,ove!"11.:"71Cnt, and its recor.;men
dation to incre.2.se the n~.ber of extension service flnd distributi,Jn .. 
facilities att<~ched to production cqoperati ves was likely to be 
adopted, The r;:over;-x:ent would soon . suggest to the B~J~ that it 
approve the use for tri.s purpos.-:; o:~· Dinar fu..n.ds orisinat :ing fro n. 
the sale of ~urplus agricultural mac:hinery UJ."1de:!• - the re'li.sed Coop
erative Farm project. (It will be recalled that under the revised 
Cooperative Far:n project the governt·.ent is cor.:nittecl to deposit, in 
i.llstal1ments, by Harch 31, 197L. the proceeds of such s3le or a tr.L'Yli
mum amount or' :~2 .6 r...iJJion in an account -y;ith the Central Bar.k. 
Funds can only be used 1-ri th the approval of the Bank.) 

Cleared and cc: .VJ.r. Siebeck, E·ffi~A CP II 

cc: }1r. Hartwicb (Director, E ·!E:JA. CP II) 
Hr. ·,·Hapen.ltC-l."'l.S (Director, E·:ENA Projects) 
Mr. Hcynes ( EriBIA Projects) 
Y..r. Frank (E:T.~NA Projects) 
Hr. ffrench-I·:ullcn (El-lENA Projects) 
Hr. BillL"'1gton ( E-:-srr A CP II ) 
'l_r 1._:' ~ ' ( -.., ,_, • A ,_ • -l ) 
! -lr. ~·~erg.LLOUo .r...J..L • .t!. .t'rOJec ·s 
11r. El Fi:::~a~-::l/Lr . D.lve!l/~·Xo Haffei (l-egal Depc:tr-::ment) 
Hr. Gerring (l2·1Ei'T A Project:::) 
Mr. Courbois ( CentrGl Projects) 
:Hr. Thys ( E·t5.1JA Projects) 
Y.r. ~11onl in (~2,1A Projects) 
l·lr. Stevenin (El·lE:~A Projects) 

\ 
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.. I NTERNATI ON AL DEVELOPMENT I IN TERN AT I ONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I I NTERNA I ONAL FI NANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Robert .- S. McNamara 

FROM: Wi 11 iam . S. Gaud~ . 
DATE: May 4, 1973 

SUBJECT: . ·My ·Trip .to ·Turiisia · · 

I spent several days in Tunisia in late March and early April 
visiting not only Tunis but also Hammamet, Sousse Nord and Monastir 
to look at various tourism projects. 

In the course of my stay I called on President Bourguiba and 
spent considerable time with the Prime Minister (Mr. Noui.ra), the 
Minister of Planning (Mr. Moalla), the Mi~ister of National Economy 
(Mr. Ayari), the thairman of the Investment Promotion Center (Mr. Chelli), 
the General Manager of the Office National de Tourisme et des Termes 
(Mr. Azz~bi), the President of Cofitour (Mr. Zaanoun), the Chairman of 
Societe Nationale dllnvestissement (Habib Bourguiba, Jr..), the Chairman 
of Societe Tunisienne de Banque (Mr. Hassan ~elkhodja), and a number of 
other Government officials and businessmen. · 

There follows a brief discussion of several matters that came up 
during my tr.i p that you ~ i ght 1 ike to know about. 

·sousse ·Nord . 

The principal purpose of my trip to Tunisia was to attend a meet
ing of the Advisory Committee of Cofitour, the tourism promotion company 
which IFC helped establish in 1969. The other foreign members of the 
Advisory Committee are the Aga Khan and Howard Clar·k, the President of 
American Express Company. 'rhe major item of business on the Committee's 
agenda was a la_rge tourism project known as Sousse Nord. 

To date, Cofitour 1s principal activity has been hotel investments. 
Neither we nor its other shareholders are happy about this. We have all 
felt . that it ·shou]d do more to promote q-fher tourist-related activities 
ahd that it should engage in large-scale planning in the field of 
tourism. 

Sousse ·Nord is the one integrated tourism project on which it has 
been working. With the aid of foreign consultants it has been trying 
to put together a 13,000 bed proje~t, complete with hotels, a golf course, 
a marina, etc., estimated to cost around $70-75 million. Boih the 
Tourism Projects Department of the Bank and IFC have been working with 
Cofitour on the project, and the meeting of the Advisory Commit.tee was 
called to review the wo,rk that has been done and decide whether Cofitour 
should proceed with the project. 



We all agreed that more work was needed before a decision could 
be reached as 'to the project's viabi 1 ity, .and that it was beyond· 
Cofitour 1s capacity to do this work alone. It was accordingly decided 
to set up a promotion company to complete the study of the. project. 
The stockholders will be Cofitour, SNI (the Tunisian DFC in which IFC 
is a stockholder), the Tunisian Government and IFC. I was not eager to 
involve IFC in the promotion company, but both the foreign stockholders 
and the Tunisians felt strongly that we should be a sto.ckholder and I 
finally yielded. ·we are no·w preparing a 11no objection11 paper for our 
Board asking it to approve an invest.ment of up to about $3'0·,.ooo·. 'hi this 
promot iona·l company. 

· · Cof i tot:J r : : 

.As I have already said, Cofitour's shareholders are .not too happy 
about its performance to date • . Its basic problem is inadequate manage
ment. Its first President, Mr. Mathari, )eft Cofitour a couple of ~ears 
ago to become head of SIFIDA (the African ADELA). There followed a 
period of some months during which Cofitour was without top management. 
The facts of 1 ife were tha·t the President had to be a Tunisian ·agreeable 
to the Government. After a series of rather comp 1 i cated maneuv.ers and 
discussion~ the Government (in the person of Prime Minister Nouira) 
selected the present incumbent, Mr~ Zaanoun. 

Zaanoun has not proved a happy choice. He lacks energy and ini
tiative and does not give the job his full-time attention. · 'This view 
is shared by the fo~eigQ shareholders and many Tunisians. 

The Government is fully aware that this is our view of Zaanoun 
and I hope that sooner or later there will be a change ·-- although I 
fear the chances of its coming soon are not great. · If the occ~sion 
arises and you feel so incli~ed it might h~lp for you to tell Nouira 
that we are disappointed in Cofitour.'s performance.,and feel that it needs 
stronger and more aggressive management at the top. · I see no point in 
your· telling this t.o anyone but ·Nouira. 

Expott•oriented : Industries :: 

In April 1972' Tunisia enacted a law which was designed to induce 
foreign investors to set up export-oriented industries i~ Tunisia and 
thereby take advantage of cheap Tunisian labor on the one hand and 
Tunisia's access to the Common Market on the other. Both the World Bank 
and IFC have encouraged and assisted the Tunisians in this, and Laszlo 
von Hoffmann in pa~ticular has had a number of meetings with European 
banks and business . firms to try to interest · th~ in ·investi.ng in Tunisia. 
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In the course of my trip the Minister of Planning, . Mr. Moalla, 
suggested that IFC arrange a series of conf~rences bet~een representatives 
o.f the Tunisian Government and foreign investors that would be held in 
Tunisia and at which the possibility of investments in Tunisia would be 
discussed. I told the Minister that on the basis of our prior experience 
and the experience of UNIDO I doubted the utility of such conferences 
unless there were specific subjects to be discussed. He has agreed to 
think the matter over further and submit to us a written outl .ine of what 
he has in mind. 

Industrial :· Estates :· 

As one means of carrying out its plans to attract foreign invest
ment, the Government is studiing the possibility of setting ~p several 
industrial estates. I discuss.ed this matter with Messrs.· Moalla and 
Che11i. They are eager to have IFC assist · them in organizihg and 
financing a private company to provide secondary infrastructure and con
struct ·and manage these industrial estates. once the necessary legislation 
is enacted. Chelli has promised to send us a feasibility studi as soon 
as he completes it. Meanwhile we have put him in contact with the 
Singapore authorities, who have set up similar estates in which he is 
interested and which he wants to see. 

IFC 1 s Past ln~estments and 
· projett~ : undet . St~dy ::: : . ::: 

IFC has invested to date . in four Tunisian enterprises. The first 
was NPK, a fert i l i ze·r p 1 ant with a Swedish sponsor. 'The p 1 a.nt had rough 
sledding for several years, but is now doing well because of the worfd
wi de fert i 1 i ze'r picture. The second was s·N I, which is quite a good DFC 
of which Habib Bourgu i ba, Jr. is · now the President. 'The third. was 
Cof i tour and the f·ourth was the RYM Hote 1, which was approved by the 
IFC Board in March of this year. A~tached as Annex A is a list of thes~ 
projects and a few facts about each of them. 

Also attached, as Annex B, is a brief description of three projects 
which lFC now has under consideration. Two of them I have already men
tioned above (Sousse Nord and the industri~l estates). The third is a 
fluorspar project which we hope will be ready for appraisal before long. 
Not included in the list because we have no specific information on i~ 
is one other project which I was told would come to us before . long, 
namely a cement plant to be located at Bize~te. · 

Attachments 
Mr. Benj enk 

cc - Mr. Hassan 
Mr. Siebeck 

WSGaud:dbs 
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List of Indus.trial Projects under ·Consideration by IFC 

Project 

ousse 
~ord 

Description 

Development of a 
fully integrated 
tourism complex 
in Sousse · 

Sponsor Cost ·us 
· ·$ million 

Cofitour 70-75 

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

~ndustrial Establishment of GOvernment f2o-1·6o· 
Estates three Industrial 

Estates in Tunis, ·. 
Monastir and Gabes 

3ociete 
·::uni s i enne 
i e Fluor 

Production of 
20-30,000 tons 
of aluminum 
floride 

... 

SNI 12-18 

Investment by 
. . IFC 

N.A. 

. . . . · . .... . . 

N~A. 

N.A • . 

Investment 
by Others 

N.A. 

N.A • . · 

N.A. 

Aririex B 

-Status 

f 

It'was. agreed that a promotiona 
company to complete the study 
of the project be established. 
Cofitour, SNI, ONTT and IFC 
will be the shareholders. 

Mr. Chelli has promised to 
send IFC a report on the 
project. The establishment 
of a shell company to bring 
the project to the stage of 
implimentation might be needed. 

Reynolds and Monte Edison are 
interested to join in the 

· equity~ The bids for the 
equipment will be received 
end May. IFC, thereafter, 
will complete the project 
appraisal and agree on .the 
financing • 
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Proj ect 

Sou sse 
Nord 

Description 

Developme~t of a 
fully integl'ated 
totrrism complex 
in Sousse 

Industrial Establishment of 
Estate s three Industrial 

Estates in Tunis, 
Monastir and Gabes 

Societe 
1uni s j_ enne 
de Fluor 

Production of 
20-30 , 000 tons 
of aluminum 
flor ide 

) . 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT . CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. W eEo Siebeck, Chief, Country Programs, DATE: April 11, 1973 

TUNISIA: 

Division 2C, EME,./// 
L. Foulon, IRD • ~'f(A %~V 
Infonna tion on UNDP Activities for Mr. McNamara 1 s Briefing 

FROM: Marjorie 

SUBJECT: 

·oivisio.~t · 

~-

As promised, herewith is a listing of UNDP large and small scale 

~fo. C project activi-ties in Tunisia. 

ClT/ 
JFF 
GCD 
FL 
iP 
File 
Copies 

Tunisia 1 s IPF for the period 1972-76 is $1 S million. It is 

expecte~ that the Country Program will be submitted to the Governing 

Council at the January 1974 session. 

Attachments 

MLFoulon:ml 

I 



!firge-Scale UNDP P~iects - Tunisia 
(0"':1- going .frojt:':C ts') 

1 • Inst.i tute for the Training pf Personnel for the Hotel and To m--ist 
Industries, Honastir - 110 - Started January 69 until October 10, 1974 

-$1,056,300 

2. Pilot Tooling Center, .Sousse - UNIDO - January 1969 to September 1974 

- $816,039 

3. Intensification c..:'r ·e;·cu."1d!Ia ter Exploitation in Nor them and Central 
Tunis - Uf~ - January 1969 -proposed extension of project to 
September 197 3 

- $349,770 

4. Improvement of Irrig;ation and Drainage Teclll"liques - FAO - January 1970 
to Je.nuary 1 97 4 

- $1 '156,489 

5. 
I 

Fisheries Survey and Development - FAO - January 1970 to October 1974 

. -$855,100 

6. Preservation of Historic Sites and Honun.ents in the Tun..i.s Carthage 
R8gion - UH1~SCO ~ january 1971 to July 1973 

8. 

1 o. 

1l. 

- $955,666 

Strengthening of the Na tior.al Hetereolog:ical Serv:i.ces - \v1~0 -
Sept.e~ber 1971 to Octobei· 1975 

- $'1 '087' 990 

Coop era t.ive Agricultural Development in Central and Southern Tunis -
FAO - June 1971 to August 1974 

- $1,366,799 

Support and Extension of the Na tior...al Reforestation Research Institute 
Phase II - FAO - January 1972 to June 1976 

- $956,400 

National Productivity Institute Phase II - ILO- January 1972 t.o July 1976 

-$1,238,340 

Evalu~ tion and Planning of Employment Requirements - ·ILO - . January 1972 
to December .1974 

- $296,700 . 



Lc:.rgC-Scc:-le t~.TDP Pro.j_E;cts~ Cont' d · 
Proposed Projects) 

- 2 -

1 • National Center for Industrial Studies Phase . II - lJNIDO -

2. 

J. 

Training in Agricultural Studies FAO-

Assistance to Techn5 .. cal Services of the 
District of 'l'u11is 

approximately $400,000 

approxiP~tely· $430,000 

appro~~w~tely $500,000 
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·. 

Sm~11-Scale ill1DP Projects Tur~sia 

Aeronautical · Telecorrr:nunica tions 

2. Civil Aviation Trair~ng 

3. Air Traffic PV3.dar Control 

h. _Economic Plamd.ng and Programrning, Ministry of Planning - Assistance 
in Preparation of Arillual Budget 

!). Economic E-valuation, Hinistry of Planning Agricultural Economist in 
Sectoral FlaTl.J.Y}ing Dapartment 

6~ Integrated Research and, Dsvelopment of the Saharan Regions - related to -
Co operative _ll_ gTicul tural Devel opment in Central and Southern Tunisia., a. 
l!Ii'P Project and tho FAO/SID.~ Assistance to the Reforestat:L on Programme 

1. Assistance to Leather Indust:r.r 

.8. Env-i:corunenta:l Heal t.h 

9. Kalaria· Eradication 

10. 1:u1'"'.;3ing Eciuca t.ion 

11. Health Statistics 

12. .P·ublic Health 

13. Postal Serrices 

14. Prevoca tional Training in Urban Areas 
1.: 

15. Voca tiona.l Training in Rural Areas 

16. Social Security 

i. 

f ~ -·· r 
t 

I 
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Press 

/ 
I 

/ 

There are four mair:. dailies~ The largest is 1 .. a Pr~~~_j_~-

_!unisie, which is published in French and lias a circulat:lon of 35, 000. 

The second larg~st is D~! Ab3abah, pub" isl1eci. _in Arabic with a circula.tion 

of 30,000. 

The other two dailies are the c·fficial organs of the Destou-r 

Socialist Party~ !!-J--Am.'!!., in . Arahi.c (circnlation 20,000), and L 'Actio!!, 

in 'French (circulation 15,000). 

Most of the 20 or so per Jodicals are published f·rom Tunis, 

with a couple from Sfax and --Sousse... Th'-~ more notable ·6nee are: 

. -

~ulletin BimestrieJ q~u~v:~ 

: published by the 'Tuni.sie_n. Cer .. tral Bank. 

L~utd~ie Economi<tue, a monthly issued by th~ Union de 

l'Industrie, du Commerce et de l'Artisanat. 

al-Fikr, a monthly cultural r<:v:f.e\..r in Arabic. 

al-Naraa, . a fairly serious--minded mon~hly published by 

the Natiortal · Union ·of \~omen. · 

ach-Chaab, a ttad~ union publication issued r~rtn1ghtly 

in Arabic. 

,!l_E.h-Chabab, a youth pl!bl:!.cation issued monthly in Arabic .• 

Radio and Television 

Radiodiffusion Television Tunisi~nne, which runs both, is 

owned by t he bovernment. Broadcasts are in Arabic, French, Engl i sh , c~rman 

and Italian. 



f 
I 

-2- I 
•. 

. There~· are nearly 400,000 radio ·receiv~rs and about 75,.000 

television ·sets. 

Television was introduced in northern and central Tunisia 

in January 1966. 

By early 1969, transmission reached the entire country except 

the extreme south. A relay station to link up with European transmissions 

was bu:f.lt in 196t. 
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