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I. SUMMARY AND RECCMMENDATIONS

A. Face Sheet Data (See PP Facesheet)

B. Recommendations

Approval is requested for the following authorizations and actions:
GTANE tvuvvvvrervnneereeerennnnneees $ 907,000

Loan .ll...l'l..l.l'll.ll'.'l...... $l7’300’000

(Terms: 20 years, 10 year grace. 27 during
grace and 3% thereafter

Total New AID Obligation ........... $18,207,900

TOTAL ........... $18,207,000

C. Description of Project

(1) The proposed project will establish a revolving seasonal
credit fund for procurement of inputs on an 8 to 12 moanth basis for crop
and animal production, and a medium-teram credit fund for procurement of

' improved livestock. All inputs, where possible, will be in-kind. Credit

% for coustruction of livestock facilities will be provided by the GOT .

; (Government of Tunisia) under existing, or expansion of existing medium-

| term FOSDA (Special Funds for Agriculture Development) programs. As
with all other elements of this project, assistance in securing FOSDA
credit «will be furnished by the tecimical staff. Custom services (either
mechanical or animal tracticn, and from public.or private sources) will *©
be avallable under the revolving seasonal credit fund in the form of cash
or coupouns. Supervisory services and technical assistance at the farm
level will be furnished by field agents (Agents Vulgarisateurs) af the
Agricultural Service Offices in each Province. '

| - (2) The project will be implemented through the DPA (Division

. of Agriculture Producticn), Ministry of Agriculture, and coordinaced at

| the field or provincial level by existing and additiomal CRDA (Regional

. Commissioner for Agriculture Development) technical and administrative
staff. In-kind inputs will be supplied by OC (Office of Cereals), CEP
(Office of Livestock and Pastures), CCSPS (Central Coogperative for Seeds

. and Selected Plans), COSAG (Agriculture Services Cooperarive of Grom-

. balia), and the CMF du Cap Bon (Vegetable and Fruit Cooperative of Cap

{ Bom). Custom services will be obtained either from private or public

. sources at borrower's option, depeadeat upon tizmely availabilicy.



Materials for construction of livestock facilities will Ye purchased

from local supply sourcés. Overall supervision of credit will be managed

by the BNT (National Bank of Tunisia) through a special accownt. However,

actual field management of credit operztions will be conducted by local

credit committees. Each committee will comsist of provincial representa-

tives of the Ministries of Agriculture aand Finance, BNT, TNAT (Natiomal

Farmers Union of Tunmisia), SC (Mutual Guarantee Sociaty), and other

participating agencies, i.e., 0OC, OEP, COSAG and SONAM (Natiomal Society

, of Mechanized Farming). Participating farmers will be organized under

- existing or newly created SCM's to provide a guarantee for the repayment
of loans (tentatively agreed to at an interest rate of at least 6%), or

- guarantees will be in the form of collataral security on harvests - which

, will be insured against fire and hailstone risks. Guarantees will be

in the form of either of the above, or a combination of the two.

-

(3) The project will combine selected materials and services
and close supervision and technical guidance for delivery to cooperating
farmers of 50 hectares and below. For farms in the 40-50 ha. range, only
those not otherwise eligible for credit from other sources will be allowed
to participate In this program

r_ Technical and supervisory agents will assist each participating
farmer in the development of individually tailored farm production plans.
These plans will propose a mix of food crops, forage crops, .and animal
and dairy production compatible with the size of the farm and quality of
the soils, usual climatic and rainfall conditions, characteristics of the
intended crops, type and availability of cultivation services, and the
capability of the farm operator. Initial interviews will determine and
quantify the present level of on-farm investment, production, and labor
availability from which future changes can be measured. The plans will ~
then be submitted to the local credit committees for review and approval.
‘Upon approval, a line of seasomal credit in-kind for the cooperating
farmer will be established through the 3NT - with which sroduction inputs
- as reflected in the agreed production plan can be purchased. These inputs
/w1ll include selected seeds for cereals, legumes, and fcrages; fertilizers;
' herbicides* and pesticides; animal or mechanized custom services (either
i publie or private); and animal feed concentrates. As mentioned earlier,
credit for livestock purchases (improved local breed heifers and barbarzne

*The loan fund will not be used for the importatiom of pesticides.
Cooperating Zarmers will receive credit in-kind for che use of herbicides
and some pesticides purchased by the GOT ard which are availabls on tha

domestic market. In accordance with AID policy as outlined in the

"Environmental Impact Statemeat' of May 12, 1977 and in confizmaczicn

.wich STATE cable 002612, dated 6 January 1976, an Initial Znvircament
Fxaminacion is atzached as Annex 3.



‘ewes) will also be available through this project. This element hnad not
pfeviously (PID stage) Seen identified for [.S. funding. However, the GOT
has now requested U.S. financing of this integral portion of the Project
Proposal (See Section III, Project Analyses, Paragraph A. &), Credit

or comstruction of livestock shelters, a major GOT contributiom, will
be available through existing, or expansion of existing complementary
GOT projects and programs. These inputs will be combined with super- '
[visory technical assistance at the farm operation level so as to opti-\
|mize the various activities and practices associated with cultivation of
|different crops and raising of livestock. The technical/supervisory
|personnel who will be responsible for assisting the farmer in developing)

ithe farm production plan, and the plan itself, are crucial to the con-
cept and probably success of the supervised credit schene.

Upon maximization of expected output, which could be obtainable the
second year for continuing cooperating farmers, wheat yields should in-
crease between 7 and 8 quintals per hectare in medium semi-arid areas,
and 15 to 17 quintals per hectare in humid areas. These two areas re-
present the extremes. Within the two, wheat yields would increase be-
tween 8 and 12 quintals per hectare for superior semi-arid areas and
becween 10 and 15 quintals per hectare in the sub-humid areas.

(A)EjWith optimization of all project elements and activities,
some 11,665% farm units will be receiving credit for improved physical in-
&g&ts and services, and provided regular supervisory technical assistance.
The combination of improved production practices, inputs, and changes in
land use where practical, will, if optimum conditions are obtained,
produce yearly an additional 55,000 MT of wheat, 11,800 M[ of barley,
5,800 MT of forage, 2,400 MT of meat, and 3,400 MT of milk. This output
represents a 100% increase in production in the project area. It is
estimated that farm incomes could rise up to 355% in the himid areas.

D. Summarv Findings

(1) This project is technically sound in the quantity and types
of iInputs to be provided. Implementation arrangements have been de-
veloped to the extent feasible and will be further developed prior to
project start-up., All inputs should be available as programmed. The
Proposed budget and financial plan is adequate and sufficient to furnish
expected outputs. The beneficiary tarzet group has been clearly ident-
fied, and on the basis of both social and economic anaiysis, the project
should produce intended benefits as planped. (See Annex C "Logical
Framework Matrix'),

*Thils Iacludes an estizmaced 3,585 farm units ‘a =he J~3 category. The
exact Zigure in this category will be ascablished Zoilowing the firsc
12 month evaluation. :



(2) Implemeatation and evaluation plans have been devised and
are further described in Par- 4, Implementation Planniag, The 2rojecs

meets all applicable statutory criteria. (See Amnex D Statutory check-
list.)

E. Project Issues

Major issues raised in prior review of this Project are attached
as Annex G. Clarification of these and other issues are addressed in
Part 3, Project Analyses, and in Part 4, Implementation Planning.

II. PROJECT BACRGROUND AND DETAILED DESCRIPTION

A. Background

1. The Fifth Development ?lan (1977-81) of the GOT which was
recently issued establishes directives for the agriculture sector as
follows:

(a) Increase production in agriculture as a basis for
improving the level of independence in basic food supplies - cereals
and animal products.

(b) Maintain a steady growth in the agriculture sector
through more intensive utilization of resources consistent with safeguards
against resources degradation.

. (¢) Increase total employment, especially in irrigated
agriculture and fisheries while increasing the level of employment
(reducing wder-employment) in other subsectors.

Continued emphasis on investment in directly productive enterprise
as opposed to infrastructure investment is indicated, altiough in terms
of financial requirements very heavy inputs in water development conctinue
to stand out. Special emphasis ig Placed on private investment. Overall,
25% of total investment in agriculture is projected in the private sector.
The objective of increasing income of the lower Population percentilas
remains an important ebjective of the Fifth Plan.

The new plan noted in particular the limited resources, both human
and material, which have been applied for promotional, axtension and
Support service programs for the small and medium-size farms. These
objectives are in effect a continuation of those set forsh for the foursa
plan and are consistent with the DAP presentation of January 1975.

The goal of the Small Tarmers Supervised Credit ?roject is consistent
with the overall planned sector goal: To increase producrion and improve

the lavel of livipg of the rural population. The proiect Jurpose is =3



provide access to the agricultural production inputs and information
necessary to increase the level of production technoloagy employed by a
significantly larger aumber of small and zmedium-size farmers than at

present, and to increase basic foods production in the five Yorthern
Governorates.

Small farmers -~ farming less than 30 hectares - produce over half
of all cereal grains produced in the five Northern Governmorates, and over
702 of all livestock in this region are held by this group. Access by
this group to short-term credit has been limited by lack of clear land
titles for zuaranteeing the traditional credit provided by the BNT, farm
size limitation for BNT credit (available only for farmers with 40
hectares or more), minimum size (500 D) loan limitations, administrative
limitations and processing complexities of the BNT lending operationms.

2. Access to several other credit programs is also limited.
’The prograu of the CLCM (Local Mutual Credit Fund) which was started in
f 1965 specifically for assisting small farmers is currently in serious
| difficulty, stemming frcom limited lending capital and poor repayment,

| and is largely ineffective in teras of serviang the needs of the small
‘farmer.

/ Thus, there is a need for a credit program for the smaller farmers
'/1f they are to participate in technological changes which earlier
| research under the USAID-Ford Foundation-CIMMYT Cereals Improvement
! Project, and the USAID Livestock-Forage Production Project has made
" _pessible. At the same time there is a need for a more intensified
‘program of information and extensiom for the small farmers in tho applica-
‘tion of improved teclmology. Greater access to production inputs cust
.also be provided.

——

Successful implementation of the Project will require a high degree
of a) inter-organizational coordination among cooperating agenciles and
b) respousiveness by these agencies to the particular needs of a new
"(small farmer) clientele. These organizational reforms cannot be taken
for grantad; bringing them about must be viewed as an integral part of
the Project itself. The cooperating agencies were estadlished during
the colonial period to service the large commercial farms. Since
Independence, they have primarily continued to service this oriv‘leged
clientele. The Project will function as a spokesman cu behalf of its
small farmer clientele vis-a-vis these agencies. Also it will orient
the Accelerated Careals and Livestock Projects to address the small farmer
as the potential adopter of techalcal innovations. To the extent that
organizational reforms are achieved, small farmers who are not partici-

~pating in the project aiso will bemeiit.

The proposed project is designed to be at once T2sponsive o the
needs of the small farmers in terms of credit, technical support, and

’



access to production inputs through a program of supervised -cradit. _
In terms of the GOT Fifth Plan objectives, this project will coatribute
directly to the highest priority obiecrive of inereasing production of
basic foods, provide for more intensive use of some of the best land
resources of the country (situated for the most part in the better
climatic zones) and will reach some of the puorest elements of the
population. Moreover it undertakes to correct the deficiency noted in
the plan document of insufficient investment of resources in assisting
the small-medium~size farms. '

B. Detailed Description

This project seeks to combine access to (a) improved production
inputs and (b) intensified tachnical services and, as a result of this
combination, increase the number of small and medium-size farmers employing
higher levels of productiom technologias. Proper employmeat of this
tgchnology should raise the production of basic agricultural foods and
improve the income levels of participating farmers.

1. Farmers applying for and receiving in-kind credits through
this project would legally agree to a farm production plan developed
Jointly by the farmer and the project technical advisor. The plan and
loan application would then be submitted to the local credit commit:tee

- for review, and upon approval, accepted by the BNT in lieu of other
bankable security. The production plan, which would vary in teras of

,/lnput mixture from farm to farm, would incorporate technical improvenments

' 2uch as use of improved and/or treated seeds, fertilizer, herbicides and
resticides, proper land preparation, cultivation practices, production

- and utilization of animal feeds, animal husbandry, farm maragement,
‘etc. The farmer, with supervision and technical assistance provided
through the area CRDA, would be responsible for the iatended apolication
of izputs. In-kind inputs would be available from public and private sources.
(For example, seeds and fertilizers from the 0C, traction services from
SONAM or private and commercial operatars, or comstruction supplies from
private enterprises.) Cooperating farmers would draw upon a complementary
DPA program to obtain credit for comstruccion of livestock facilities.
Recommendations for the livestock elemeat would also have been included
in the farmm plan.

2. Some 11,665 farm units will be covered over the four year
period; incorporated at the rate of 15%, 30%, 60%, and 100%7 inclusicn at
the end of four years. Some 20,000 MT of seeds, 75,000 MT of fertilizers,
15,000 MT of animal feeds, and 2.7 million hours of custom services will
have to be nobilized ~ as well as 7,500 improved local heifers and 25,700
Barbarine ewes, in addition to a loan fund for the construction of li7estock



shelters.* This element is of relatively less importance as many faras
have rudimentary livestock facilities, ard_new construction will comsist
mainly of improvements and addi.ion to existing helters—"ITS“Eérsonnel
- (6-Engineers; 83 £ield ageéndcs, 16 acminscrative/clerical staff, and
20 drivers) will be phased in at a rate sufficient to meet the needs of
farmers coming into the program. Six equipped field offices and a
central office, 31 vehicles, and an adequate operational budget (see
part III, Project aAnalyses, Sectiom 3, Tinancial Analysis and Plan)
will also be made available.

3. The elements listed above will be combined to produce a more
rational and efficient land use and production strategy. Additional out-
put as a result of project activities assuming 1007 participation would
be primarily 55,000 MT of wheat, 11,800 MT of barley, 5,800 MT of forage,
2,400 MT of meat, and 3,400 MT of milk.** While varying among bio-climatic
zones and size of farms, average added value would amount to some 71 TD
per hectare.

III. PROJECT ANALYSES

A. Technical Analysis

1. Marketing of Qutput

The Project does not provide for assistance to participating farmers
in the markxeting of their ouctputs. Tunisia is currantly importing
cereals, meat, and milk. Northern Tunisia has an efficient marketing
system for livestock and cereals. The existing marketing system can be
expected to absorb the incremental output resulting from the Project without
difficulty. Th.c hypothesis is advanced despite the fact that an 7AO/SIDA-
assisted cattle production project currently is operating in northern
Tunisia on the assumption thar the marketing system is the binding
constraint on increased livestock production. The Project will have to be
monitorad ia light of the contentions about defacts in the zmarketing
system of FAO/SIDA project designers. If livestock markatiag proves o be
an obstacle, the Project will have to take corrective measures. These
could include either assisting farmers directly with their marketing pro-
blems, or co—ordinating activities with the FAO/SIDA proiect.

2. Demand for Labor

Farn budget ccsts do aot include labor, as most labor is provided by
family zmembers and because the project is designed so as o maintain

*Not including quanti:ties required by the additiom 2f the O %o 5 hecrars
category.

**Not including the additional production from the 0-3 ha catagory of
farmers.



the same manpower ratios. Increased use of labor for livestock pro=-
duction will be off-set Oy decreased use of laber for cereal production.
It is intended that greater use of mechanization will free labor for
animal husbandry, weeding and forage :zroduction.

To the extent that farmers substitute mechanization”for_animal___
traction and intensify livestock, and forage production, labor displace-
ments or shifts in labor use will Occur. However, for those farmers con-
tinuing to use animal traction as well as iIntensifying production activi-
ties requiring labor use, the demand for labor will show a net increase.
The demand wiil be met by more fullw emploved family labor and thraugh
local labor supply markets. The opportunity cost of labor is undoubtedly
oot zero, but it is low. 1In many areas of Northern Tunisia, unskilled
farm labor is available at less than the ainimum legal wage rate of
. 1.2 TD per day. The productivity of labor using intensified inputs
for livestock production, except around Tunis, is greater tham both the
opportunity cost of household labor and the prevailing wage rate. The
labor to carry out intensified Production activities should thus bSe forth~
coming. On the other nand, the increased implicit and cash labor ccsts
will probably not be great enough to detract from the project's attractive-
ness to smaller farm operators. To the extent that hired labor is used,
benefits from the project will be passed on to landless workers who con-
stitute an element of the poorest segment of the rural populace in
Northern Tunisia.

3. The project will not control its own fleet of Dachinery
through SONAM (formerly COCEMO-COREMO), the state tractor station
agency. There is an active custom machinery services market in zo0rthern
Tunisia as the result of private enterprise. This market can be relied
upon to provide custom plowing and harvesting services to project parti-
cipants in most localities.

It has been estimated that the existing Tunisian tractor Sleet is
being used at only 653 of capacity. 537 of the total Tunisian tractor
fleet (11,900 in 1975) is owned by farmers haviag less than 100 hectares
of their owa land. They have the capacity to perform custom services
for neighboring farms after they have finished their own work. During
the 1975-76 crop year, 88% of the farmers ia 2orthern Tunisia using
tractors rented them frcom custom services operators. Ounly 7,820 of the
63,650 farmers using tractors had their owm. Most project participants
will probably come frem the group of Zfarmers who are already renting
custom machinery services. For instance, it is estimated that even those
with only 5 to 10 hectares prasently use from 26-42 hours of machinery
services annually, '

The cost of custom aachinery services from private operators has
been no more and frequently has Seen less, than serricss durchased from
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the state tractor stations, Furthermore, custonm services from privace
operators are generally available op 3 zore timely bdasis thap from the
State tractor stations Secause the privately-owned tractors are zore
widely dispersed throughout the country-side. This facilitates communi-
catilons between the farmer aand the Custom services operator, and it re-
duces trave] costs for the equipment. Also, privatea custom service
operators are cftep willing to verforn custem services on a credit dasis,
Finally, the Purchase by Projact Participants of custom services from
Private operators will enhance the acceptability of the Project at the
local level. 1¢ will mean that 3 Public agency will 20t displace private,
local entrepreneurs as the result of the project.

4. The Project seeks to extend an existing Tunisia~tested tech~
nology to a larger number of small and medium~-sized farmers. The
effectiveness of the proposed technology has been demoustrated through
use over several years on thous:nds of hectares.

Improved production. of rereals, employing selected Seeds; fertilizers;
herbicides; and appropriate tillage hag been clearly demonstrated. Like-
wise, the benefits of producing forage as a substitute for fallow where
Possible, and the value of feeding livestock as opposed to scavenging has
also been widely demonstrated and is being accepted. Thus, the technical
basis and innovations for which credit is to be provided are well

Present livestock Productivity is very low for cactle (115 kilograms
of meat and 100 liters of recoverable milk per year), while average yields
of wheat are 10 quintals per hectare in the humid and sub~humid areas, and
7 to 10 quintals Per hectare in the two semi-arid zones,

Implementatian of the Project should increase average meat and ailx
Production up to 150 kilograms and 175 liters, respectively per year.
These increases would be obtained through the use of iaproved breeds,

a feeding Program utilizing quality forage Produced on-farm and supple-
nented by feed concentrates purchased through the revolving seasonal
credit Zfund, and improved husbandry Practices, i.e., sroper care and
maintenance, good sanitary conditions, adequacea shelter, and balanced
rations. Thig type of stock farming will Produce a healthier animal-
giving more milk and Producing more beef - over a shorter.time-span.
‘Livestock would be sold earlier (9 to 10 months for cattle and 4 to 5
@onths for _umbs) apd at a heavier weight than marketad previously. It
is estimated that the proportion of additional wvalye derived fropm anizal
Production could be QP to 50% in the humid area and UP to 392 in the arid
areas (see following tables, this section) ,

The crop and livestock Production 2rogram are based op g Dore rational
and efficient lapg use and production Strategy. The Tarm ?roducsion ?lan,
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which would vary from farm to farm, combines the use of {mproved inputs
and proper managewment to ircrease total farm production. Land use will
be divided between cereals, forage, and food legumes. In most cases,

land devoted to cereal production will remain the same or decrease.
However, productivity increases will result in higher cereal output. The
rise 1in productivity will be obtained from the use of selected seeds;
proper seedbed preparation; use of herbicides and pesticides when alterna-
tive protection activities are deemed insufficient; fertilizer application;
proper tillage; and employment of machine or animal powered traction for
Planting, harvesting, spraying, and other application on a timely

basis. Whea: yields are expected to rise to 25 quintals per hectare in
the humid and sub-humid areas, and up to 20 and 15 quintals per hectare

in the two arid zones. Similar yeild increases are envisioned for barley
and forage crops. The following tables illustrate the present outputs and
the future potential resulting from this project.
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S. Sizes of Loams

ySince the project is purported to be a Small Farmer Supervised Credit
Project there should be-stroug evidence that the project will, im fact,
reach the small farmers for whom it is being targeted. An analysis of
stagistics relating to the various classes of intended small farmer
beneficiaries (as indicated by the number of hectares farmed) provides a
basis for the conclusion that the project has a very strong small farmer
bias. This information is summarized In the following table:

\

FARM AND LOAN SIZE PROJECT SUMMARY
FOR ANTICIPATED 3ENEFICIARIES OF THE PROPOSED
TUNISIAN SMALL FARMER SUPERVISED CREDIT PROJECT*

1All farms
SIZE RANGE (HA.) (0-5)** (5-10)  (L0-20) (20-50)  (0-50)
Ave. Farm Size in Range (HA.) 3 7 12 1 10
Number of Farms 3,585 2,760 4,033 1,287 11,665
Percent of Farams in Range 30% 247 35% 11% 100%
Loan Volume for Range ($Mil) 2.6 5.7 10.3 9.5 28.1
Pepcent of Loan Volume for Range 92 206 371 342 100%
Ave. loan per farm (T.D.) : -315 898 1,110 3,209 1,047
Ave. loan per farm (U.S.$)*** 725 2,065 2,554 7,381 2,409

e e e e | e
\g -1

*Caleculations based on research conducted by the Tunisian National
Center for Agricultural Studies (CNEA) as reported in the publication,

"PROJECT DE CREDIT AGRICOLE'" UNDP/FAO TUN 72/004, May 1977. Figures
have been rounded. '

wwxComputations for the 0-5 ha. group were estimated based on factors
utilized in the study and related to an incremental revolving loan
fund amownt to be allocated to the project to permit the financing

of this "smallest of the small" group which was excluded from the
original project design.

*x*Based on exchange rate of 1 Tunisian Dinar = U.S. $2.30
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The assumption may be made that virtually all Tunisian farmers who
operate less than 50 hectares in the project area are small and most have
lov incomes. It should be stressed that hectares of land operated is only
one indicator of farm income potential. The quality and topography of
land, the nature of climate and the amount and seasonal distributiom of
rainfall are some of the other relevant factors. The project design.
reflects this difference in factors affectiag income in that farms are
grouped according to size in each of four distinguishable bioclimatic
zones. A tabular summary of the number of anticipated farmer beneficiaries

within each size range in each bioclimatic zone is shown in the following
table:.

. —— — hom o —
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FARM AND LOAN, SIZE PROJFCTION SUMMARY
A DINCLIMATIC Z0ONES ~ TUNISIA -
FOR ANTICIPATED LENEFICLARIES OF XUE PROFQIED
TUNISIAN LBMALL FARMER AUPERVLIGED CHREDLT I'ROJFCT®

. ) ]
{lUMID_ZONE SUDHUMID_ZONE __SEMIANID SUPERIQR _ZOHE BEMIARLD MENIUM Z. ALL
ALY, ZONES  j1-) -2 1H-a 8-} Sli-2  §il=). SAS-; SAu-g uns-g AN-’ Aﬂ-i ;Gn-a 5Apu’
ZE NANGE (MA,) (0-8)** (35-10) (10-20)(20-50)(5-10)(10-20)(20-50)(3-10)(10-20) (20-%9)(6-10)(10-20)(20-50) (0-5
E. FAUM SIZE (MA,) : 3 7 13 30 "2 12 31 7, 12 30 © 0 13 32 10
HUER OF FARMS t 3,305 440 807 160 1,010 1,112 293 1,000 540 647 200 1,073 107 11,003
DIECTED SEASONAL LOAN 110 339 003 1,300 42 71t 01,750 363 cul 1,849 273 666 1,390 909
PES FARM (T.D,) . ! -
MWECTED LIVESTOCK PURCHASE 100 660 014 1,650 330 - ;69 150 123 1,320 200 37% o)
LOAH PER FANM (T.D,) . '
WIECTED LIVESYTOCK FACII- 100 800 750 1;250 250 - 500 00 7% 1,000 120 229 - 239
PELES LOAN PER FARM (T.D,) . . ) - .
FAL. PROJECTED LOAN PER J10 1,499 2,169 A4,200° 1,001 711 2,420 603 oon  a,0600 N3 1,108 1,300 1,047
vANM (T.D,) . . . )
FAL IMMOJECTED LOAN PER 714 3,440 4,909 9,670 2,302 1,015 5,673 1,307 1,080 Oo,u09 1,344 2,602 3,218 2,400

AN (U9, 3)°° .
i
* Calculntionn Lanod on rosanrch condiucled hy tho Tunisinn
Nnationnl Contor for Agrlcultural Studies (UNEA) nn reported
In tho pubilontion, “PROJECT DE ONENLYT AGRICOLE" |
UNDI/IFAQ TUH 72/004, Moy (977. Flguron hnve beon roundad,
oy
*s Computntion for the 0-3 hn, proup wero eotimntod hbnoed on
fnctoro utilizaed fn tho atudy and rolatad to nn inoramontal
ravolving lonn rund amount to Lo n}lucatod to tho projact to
pormit tho Minonaing of thin nnntllont of tho nimnll group which
wno oxdludad From tho orip)nn) projnaot donipn.

v appwl on oxahinnge rate of t Tunininn Dinnr - £2,30



The average size of loan for all of the 11,665 farmers expected to be
included in the project (8,080 origirally planned, plus 3,585 added for the
less than 5 hectare category) amounts %o T.D. 1,047 (U.S. $2,409) and the
farms averaged 10 hectares. The three components of this average loan are
seasonal credit, livestock purchase credit and livestock facilities credit.
When aggregated by size range the 0 to 5 hectare group (3,585 farams)
averages loans amounting to T.D. 315 and accounts for 30 percent of the
projected beneficiaries and 9 percent of the loan volume. The 2,760
farms in the 5 to 10 hectares size group (average 7 hectares) are expected
to have loans which average T.D. 898 which will account for 24 percemt of
the beneficiaries and 20 percent of the loan volume. The 4,033 Iarmers
in the 10 to 20 hectare group (average 12 hectares) should have loans
which average T.D. 1,110 accounting for 35 percent of the farms and 37 per-
cent of the loan volume. The 1,287 larger small farms (from 20 to 50
hectares and averaging 31 hectares) are expected =o have loans averaging
T.D. 3,209 accounting for 1l percent of the borrower beneficiaries and
34 percent of the loan volume.

In all cases the sizes of the loans and the purposes for which loans
are to be made will be contingent on the development of a farm plan which
reflects the unique characteristics of each farm unit. The probable impact
of the loan om farm productivity and applicants' credit worthiness are
key factors which will determine whether a loan is to be made and, if so,
on the amount of the loan. The exact composition of the loanr portiolio by
farm size group will be the result of the individual loan decisions. If
the loan portfolio is to be heavily weightad tocward the lower end of the
farm size scale as oprosed to the larger-small farm end of the scale, there
must be a conscieatous and continuing efiort to identify and service
potential credit worthy "smallest of the small" applicaats. The project
will attempt to establish the level of affective demand Zor the smaller
farmers. USAID's proposed $211,000 grant for administrative support of
the estimated incremental costs of servicing the less than 5 hectare
component of the small farmer loan portiolio is intended to facilitate
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group. In the eveat that the size of the revolving lecan fund preves o be
inadequate to service the effective credit demand for the '"smallest of

the small" and the "largest of the small" farmers, thez priority is to be
glvea to the smaller applicaats. The early and contiauing character of
the project evaluation effort will monitor this facet of the project

with a view toward bringiag about prompt adjustments in the event that the

effective demand of the "smallest of the small" farmer applicants is not
being satisfied.

participation by creditworthy Zarmers from the "smalles:t of the small"
"

6. Price Policy

Natlonal policies affect directly and indirectly fie prices of most
inputs and all outputs connected with the Project. Careals and livestock
price policies are the carriad out through the Office of Cereals, the Price
Stabilization Fund, and the Societe Fllouhoum (the meat marketing Yoard).
GOT price policies should not prove to be a deterrent to successul
execution of the Project. During the past 10 years, the price of durum
wheat has been raised from ahout T.D. 4,800 to 7,100 per QL, and the
price of soft breat wheat from about T.D. 4,200 to 6,600 per QL. These
Price increases reflected increased costs of producticn and ianflation.
Furthermore, 50% of the cost of imported inputs for cereals production:
(nitrogen fertilizer and weedkillers) is subsidized. During the period
1971-75, real beef prices fell by 36%. It should be recalled, however,
that high beef prices in the early 1970s were in part the consequence of
man-made scarcity (the effect of collectivization), ard that the subsequent
lower price may reflect the long-rum equilibrium. Also, faed concentrate
prices are subsidized, and, for many small farmers, livestock is a joint
project involviag few additional cash cutlays.

7. Interest Rata

Tunisia's agricultural lending interast rata Policy has been and contiaues
to be the concern of bilateral dorvors and the Werld 3ank. A 6 percent
cnlending rate for small farmer loans was established ia conjunction with
the negotiation of the World Bank's Second Agricultural Credit Project in
1976. Loans will be made at the new 6 percent rate Zor the first time in
1978. The GOT has taken a firm position that it is not prepared to increase
the small farmer loan interest rate at this time. The GOT position is
probably as much a reflection of its production input subsidy policy as
it is its interest rate policy which has beenm tiad to Tunisia's traditional
Plecemezl approach to agricultural credi:. Under “he Plecemeal avproach
Tunisia does not have a firmly-established agricultural credit policy. The
result has been a multiplicity of credit insczicutions and programs which
have been directad toward the aeeds of the various target groups. Léndiag
terms and interest rates have traditionally bSeen s0ft and “here has been
diversity betwean and among the various sources of credit. :
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. Low iaterest rates have fostared fapitzl-inteasive investments and
have not resulted ia the generation Oof adeguate emplovzeat: opportunities
in the rural areas :thus contributing te aigration 20 the cities. The

iberal credit policy has also had a cegative impact on the GOT oudget due
to the subsidization of interest rates and the grant character of some
loans. The flow of funds into small farwer lending schemes has aot been
encouraged through a higher interest rate rate structure. The low rates

have contributed to the disincentives for small farmer oriented iastitutiomal
credit programs. ' ' "

Tunisia has no iatention of raising its small farmer loan interest
rate above the 6 percent lavel at this time. Insistance on a rate ia
excess of 6 percent f3r this project could be expected to result in the
abandoning of the proiect and the impeding of small farmer development
efforts. There is insufficient leverage in this project %o force an
upward revision in the onlending rate. As a means of encouraging future
upward adjustments and to maintain a cocmen position «with the World 3ank
the interest rate structure will be included in the agenda -of topics:to
be addressed in the scheduled periodic projiect evaluatioms.

8. Other Donors

:In 1976 the World Baak (IBRD) approved a U.S. $12.0 million equivalent
loan for a second agricultural credit project to be administerad by the
Banque National de Tunisie (BNT). This loan did not become effactive
until July 1977. One of the components of this project involved $3.9 milliom
for medium term onlending to small farmers Sor a variety of medium-term
Purposes including the purchase of dairy heifers and draft animals and for
the construction and improvement of irrigation wells and facilities.  In
addition funds frem this category would be used to finance equipment for
service cooperatives and Societe National de Motoculture (SONAM) to enable
these entities to provide small farmers with custom tractor and harvesting
services. As of the end of 1977 no sub-loans had been made uader tRIE
category as appraisal and supervision procedures were still being developed
by BNT. The project is not envisioned as a supervised credit project and
is not restricted to dryland farming. Tt was envisioned that 660 loans
would be made to small farmers most of whom were expeczed to come from the
Northern part of Tumisia, the aortheastara cocastal areas and from areas
surrounding the larger population centers. Under the project a farmer would
not be eligible for loans on the 6 perceat comcessional terms and grants if-
his annual farm income should exceed T.D. 500 and 3NT would check to be
sure that agriculture provides the main scurce of SeneZZciaries' income.

As another check to provide assurance that credi* onm concessional terms '
is extended to small farmers who have a0t had access o adequate
institutional credit, farmers would not be eligible iZ thav had received
more taan T.D. 5,000 under concessicnal credic terms Srom TOSDA and similar
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funds. IBRD financed sib~loans weuld not exceed the Jifference Yetween the
amount of concessionary credit received and the T.D. 5,000 upper limic,

Under the I3RD financed project the GOT would pay to 3NT a compensatory
comnissiorn equal to 3 percent of the portion of outstanding loans financed.
The commission is intended to cover 3NT's project related costs and allow
for the estabilishmen: of an adequate resarve for bad debts, For small
farmers BNT would be onleading its own funds in blend with I3RD funds Sut
would have partial recourse to GOT in the case of non-repayment of loan
installments one year af:er due. BNT would assume 10 percent of the
default risk on loans granted during the first two years after IBRD loan
effectiveness and 25 perceat later on.

No potential conflicts were apparent between this World 3ank financed
undertaking and the proposed AID financed Small FTarmer Supervised Credit
project. The World 3ank official with whem ATD proposal was discussed:
indicated support and stressed the desirability of maintaining a common
small farmer intarest rate at the 6 percent level and orher common terms
whenever possible,

B. Financial Analvses and Plan

Project Costs

The following table suzmarizes the financial plan for 4 vears. The
largest U.S. contribution will be a $17,300,900 loan to establish a
revolving capital fund from which supervised loans will be nade to eligible
swall and znedium-~size fa,m operators in the project area. After the first
year, and on a yearly basis thereafter, GOT has agreed to reimburse the
fund for any depletion of the fund as a result of farmer borrowers mot
repaying their }oamns as agreed. TFor budgetary purposes, the amount c¢f
20%Z advanced to farmers during each vear is estimated as a reasonable
amount of reimbursement gecessary to xeep the fund ‘rom bSeing depleted.

Other U.S. contributions will be drants amounting to $907,000 for the
following purposes:

l. $544,000 for two resident U.S. technicians for 4 year teras,
and two U.S. short-term consultants (5 person-months) .

-
N

2. §$211,000 for administrative support Zor the O0-5 heccare farmers R
portion of the lending program (107 of :otal adminisera- )
tive costs). 4

3. § 52,000 for administrative support for ragular surveys aad groiect
evaluations by "Centra Natiopal Jes Ztudes aAgricoles” (CNEM).

4. $100,000 for trajining and project supporsz.
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PROPCSZD FTMANCIAL FLAN (Disburse=ents
) (U.5. $00
ITEMS D oToraL [ FY78 FY79 .F¥80.. FY AL
U.S. Contribution - 43.1% : : : 2 L
1. Revolving Fund for Short-Term Seasonal : : : :
Crop Loans : : 13,200 : 2,kk2 : 2,hh2 : 4,884 : 3,i32
2.":‘{evo_1_v_i.ng Fund for Hedium-Term Livestock : : 2 : :
"and Small Farmer Equipment Loans : k100 : 558 : 558 : 1,116 : 1,848
3. U.S. Resident Techniciens (2) 4 years =~ 500 : 150 : 140 : _ 105 : 105
’ : : : : :
4. U.S. Consultants (6 PM) : Ly . 20 : : : 24
5. Adninistrative Support for 0-5 ha. : : : -
Tarzeérs (1C% of Administrative Cests) : 2 : 1oL : 33: 71: (5
5. Technical Suggort for pericdic Froject : : : —— . R
Evaluations (CKEA) : 52 : 10 : 10: c24’: [8
7. Training dnd Project Support (44 PM): :100: [25: 25: [35: a5
TOTAL US CORTRISUTION 718,207 :7°3, 506 «. 3,568 :[8,225 1 5,468
JOT Contribution - gg.g¥ — : : : s
L. Tund for medivz=-term livesiock s:nelter . : : H :
coastruction loans X , : 7,581 : 1,137 - 1,137 : 2,27h : 3,033
2. urd for :ed.i\uz:—tem livestock purchase : . :
loans | : 3,000 :- 508 : 5¢8 : 1,015 : 979 i
}. 4dzinistrative Costs*: . 2,1¢8 : Lhg - 3% . skl 729 ‘
(Fersonnel) : (1,722):  (307): (3k2): (458): (é1k) :
(Equipnent & Cperatioans) : 387): (1k2): (L) (86): (nu)!
: : : : . : B
-« Contingency and Inflation Costs : To7 S : : '
(1% of Project Cost) : 3,078 : 529 : 528 : 1,00k : 1,027 !
‘s Maintenznce_ of Canital for the revolving oz B M S e—
funds** . i 8,223 | 643: 1,389: 2,572 3,620
TOTAL GOT CONTRIBUTION i 24,00¢ 3,265 :..‘__;:-32"?'38 t 72,409 :‘ 9,388
FROJECT TOTAL : 42,207: 6,571 :' 7 146:'13,634%14,856 4 .
EESECRII TS SR I s T=E=XIR . ===Rn :' = : .

‘Includes. Trust sccount Funds. .

*Tortion related to zedium-tera livestock loans will actually occur ia later years wut is :
soown here in saze year as thet ia waich loan was cade in order to sizplify tabular pre- .
segtation while still accurately reflecting real GIT comiribution. i
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The planned complexent of U.S. funded technicians is needed for USAID
to properly monitor, supervise and zuide the implementation of a project
of this magnitude and nature.

The administrative support for including 0-5 hectare farmers in the
project is an added cost which the GOT project proposal and budget did not
include. At USAID's suggestion GOT agreed to remove the minimum size of
farm as an eligibility criteria and to determine applicant eligibility
on the basis of a farm plan which would indicate loan repayment ability.
It is estimated that this change will result in a minimum 10% increase
in administrative costs.

tions of the project is considered important for a program of this nature.
"This will Teplace the customary 2 vear evaluation. This activity will be
carried out by CNEA, the same research orgzanization that developed the”
project proposal. They have the staff and expertise to cart¥v out a perio-
dic systemized study of this nature with the objectives of identifying
operational problems early and documenting the general progress of the
project. This type of monitoring will be valuable to reduce the 'Data
Gap" often associated with projects of this nature. It also will be
valuable experience .for CNEA to follow through on a project they helped

to design. The implementation plan includes more details on CNEA respon-
sibilities concerning these evaluations.

The administrative support for sgg}:ggggal_survgys_andnggplymgxglua-

The GOT contribution is mostly self-explanatory and includes adminis-
trative costs of the project, except the 10% for 0-5 hectare farmers pro-
vided Yy the U.S., loan funds for the construction of livestock facilities,
10% for contingencies and inflation, and the previously mentioned 20%
maintenance of capital for the revolving loan funds established by U.S.
and GOT contributions. The PID contained the fellowing sentence: '"The
BNT through FOSDA will finance medium-term credit for livestock procurement."
During the course of discussions with GOT officials ia conjunction with
the preparation of this PP, GOT indicated that it would not have the FOSDA
funds needed to finance the farm level livestock procurement element of
this project. GOT requested that the AID loan be enlarged by $4.1 million
(see item 2 of FINANCIAL PLAN - page 22) to permit the financing of live-
stock and by $7.581 million for medium term livestock shelter construction
loans. Both GOT and Mission view the livestock component to be a vital
element of the small farmer's farm management plans. Deletion of the
livestock ceczponent would eliminate the justificaticen for the project. In
addition, the project is viewed as a very important complement to the
Accelerated Livestock Producticn and Livestock Feed Production and
Utilization projects. In view of the importance which 5OT aad aission
place on this project the conclusion was reached that the GOT should make



suitable arrangements o provide a $7.331 =illion fund Ior medium~-term
livestock shelter construction loans 2.2 thas AID should be raquescted to
increase its proposed loan bv $4.1 millior to provide the revolving

fund for medium-term livestock purchase le¢ans.

Over a four year basis U.S. contributions amounted to 43.,1% and GOT
56.9% of thie total cost. Over a &4 vear basis the U.S. contribution will
be §18,207,000 and GOT $24,000,000.

After the 4th vear it is anticipated that farmers who borrowed for
livestock previously will be able to carry on without additional livestock
credit. Further herd development will come from their own stock. The
full amount to be provided ty the GOT for construction of livestock
shelter may not materialize -3 expected. YNevertheless, the minimum GOT
contribution or 257 should be easily exceeded.

C. Social Analvsis

e 1. The target group, or beneficiaries, consist of operators of
Q\{/small to medium-size dryland farms of 50 hectares or less within the five

“northern provinces. This group falls generally in the lower third of the
/income distribution of the Tunisian population. The average farm family
Of the target group has a net income from farm activities of 385 TD. The
average rural Tunisian family consists of 6.5 persons wnich means a per
capita annual expenditure of less than 60 TD. Of the total Tunisian
?opulation, approximately 81% have an annual per capital expenditure
greater than 60 TD. Only 12% of the target group falls above the lower
40%Z of the Tunisian population, while some 9% of the group falls within
the lowest 4% of the Tunisian population. The above calculations do not
take into account the less than 5 hectare farmers who are a part of the
target group but for whom ircome data are not available. Their inclusion
in the equation would further lower the standing of the target group in
relation to the income distribution for the total Tunisian population.

(a) The target group represents a potential for substantial-
ly raising agricultural output through increased yields. The project will
also have a positive effect on the equity difference between the rural
and urban populations (rural revenues lag some 50% ©tenind the revenues of
the urban population) and will allow more smaller farmers to participate
in and benefit from the technological change that is occurring in the
agriculture sector of Northern Tunisia.

th

(b) The beneficiary group reprasents the pcorast ta o
small and medium-size operators. The low average income c¢f rh roup

4( has been caused in part by its exclusion from formal credi: and narketing
services. 1In addition, it i3 on the smaller farms that the gap between

str
is

ug v
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{ ‘ I .
p Q poteatial and actual vields is greatest. It is, therefore, the soalles
farms that Tépresent the most potential for productivity gaing,

j (c) Bemefits of this droject accrue directly to the ulti-
mate target group, although it is anticipated that farmers other than
the 11,665 to be included under this Project will adopt certain aspects
of the technical Package. The target group will as a result of combining
(1) a line of production credit, (2) access to improved inputs, (3) regular
technical assistance, (4) farm Production plans, and (5) a new level of
production technology, be able to diversify and intensify on-farm pro-
duction and increase fara incomes.

(d) Details of this project have been jointly developed
with GOT officials, and it is Primarily in response to their request
that the project is being developed. The project grows out of a detailed
study by CNEA, and has benefitted froa considerable consultant assistance
in the organizationa] format and the sccial soundness analysis. Random
samples of potential participants revealad general agreement and positive
response to the projact objectives. Reaching the target povulation of
11,665 small farmers through this project is, therefore, socially and
politically feasible.

2. (a) 41% of the land operated by farmers having over 100
hectares in northern Tunisia is rented from other landownmers. Many of
the landowners are small farmers who are forced to rent out their land L
due to a credit coustraint (both production and conSumption). Any projecq
which gave credit to small farmers would tend to reduce the size of larger
holdings that are highly dependent on rented land. Such a project would
cousequently be opposed by the large farmers.

There are, however, a number of reasons for believing that larze
farmer opposition will ROt prove to be an insurmountasls obstacle to proiect
implementatioy. First, many small farmers dre ot currently rentiang osut
their land to large farmers. Reaching them with project bemefits would
not threaten the interests of any large farmers. Proiect resources could
be exhausted by simply fumishing resources to small farmers who are
currently owner-operatcrs. Second, many small farmers who rent out their
land did so becayse they have superior off-farm income opportunities. Thev
would not be interestad in resuming owner—operation even i°% improved inputs
were made available to them on credit, Ccnsequently, tha large fatrmer to
whom they rented their iand would zot be threatened by the were availabilicy
of credit for them. Third, large farmers undoubtedly prefer renting land
from landowners aaving aore than 30 aectares, aad thev 2ight, therefore,
be indiffarent to a srogram which restrictad che avaiiability of credit to
small farwers. Finally, regicnal autnorities aight force the large
farmers to acquiesce to projecst implementation in their area. The large
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farzers are undoubtedlv. influential at the. local level, but they do not
have the "last word" regarding program implementation. In certain
instances, regional authorities will overrule larze farmer objections to
project implementation., However, small farmers and the rural poor
generally will not be made worsz:-off even where large farwer objections
are sustained by regional authorities. Womea farmers who meet loan

criteria will be considered for loans and technical assistance as any
other loan applicant.

(b) Some Tunisian officials have proposed service cooperatives
as a way of organizing small farmers to receive purchased inputs for
production activities. However, it appears that the small farmers in
northern Tunisia themselves do not have a propensity to form service
cooperatives voluntarily. Since most small farmers inherit their land,
kinsmen usually have adjoining fields. Moreover, kinsmen in rural
Tunisia often live together in douars. Despite this proximity, cooperative
forms of production activities are generally lacking among family members.
There is occasional mutual aid (as, for example, the sharing of animals
for threshing), but it usually is on a limited, ad hoc basis.

Tunisians generally seem to feel that there should be one person
responsible in any given area of decision-making (a "premisr responsable"
or "ms'ul usl™). Situations of collective decision-making, such as service
cooperatives, are seen as engendering factionalism within the coumunity,

By not creating collective decision-making structures, the possibility
of group counflict is diminished.

Given this cultural disorientation towards collective decision-
making, ome should not expect genuine service cooperatlves to emerge
spontaneously in rural Tunisia. The project takes the approach of having
services provided to participating farmers by parastazal agencies and
pPrivate machinery owners. Given the cultural ccnstaint that appears
to exist in setting up iastitutions of collactive decision-makiag, this
approach rather than that of service cooperatives appears to be justified.

D. Economic Analysis

Calculations of project impact at the farm level were pased upon 12
production models differing in size (7, 12-13, and 30-32 hectares) and
in bioclimatic zomes (humid, sub-humid, superior semi-arid, and zedium
semi-arid). Corresponding farm budget levels and laand use patterns were
also adapted to the different production medoels.

A comparison of projectad proeduction increases shows that output
could increase from some 427 in medium semi-arid zomes %o 240% ia the humid
areas. Incomes, I.e., gross value o produc:ion less charges for iaputs
are shown to increase in a ramge of 2427 to 717 for the medium-semi-arid
zone to 230X to 353X for the humid area. These projectionms asswse 100%
attainment of expected output by the second yYear and optimum production

conditions. The additional short-term risk (seasomal production cost) for
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‘most cooperating farmers will range from about four-fisths to twice
that of present risk. dverage coscs for all fara models will increase
some 96X while incomes will iacrease approximately 1277,

The internal rate of return was calculated over a ten year peried.
All costs related to Project implementation are taken as charges against
the project. Benefits were taken as the valuz of anticipated production
lacreases resulting from the project. On this bagis the IRR is above
50%. Subjected to a seasitivity analysis whera Project output amoumts
to only 753 of project Increase, the IXR falls to 34%. - Supposing that
outputs reach only 75% and that project costs rise 10%, the IRR still
remains acceptable at 27%. :

Value added was calculatad on the basis of aggregate cost and pro-
duction projections of cooperating farmers. Future outputs were assumed
Ed meet 757 of projection levels during the first year and 100% during
the second and subsequent years. Labor costs were not iacluded as the
Project is designed so that the manpower ratio remains the same and be-
cause labor needs are usually supplied Zrom under-utilized sources within
the family. On :his basis, the annual added 7alue in a typical year (the

fifth project year) émounts to some 7.5 million TD om an average added .
value of 71 TD per hectare.

E. Repavment Prospects

Tunisia's externmal debt profile, including the maturity structure of
the debt, has improved considerably ia recent Years compared with the
situation Prevailing in the 1960s. The share of outstandirg offiecial
loans, obtained on relatively concessionary terms, had increased con-
tinuously, and by 1975 it accounted for 82”7 of the tocal cutstanding debt,
while the level of outstanding debt from private foreign lenders had
declined correspondingly, According :o pralinizary data, the morsa acceler-
ated increase in the ocutstandiag debt in 1976 was acceopanied by a
fractional declife in the share of outstandiag oficial loaas; for 1977

the proportion of these loans in the total is rojeczad o decrease: to
76%. ' .

Tunisia's outstanding medium and long-term official extaraal debt
increased by an average of §.3% annually between 1973-75, rose 187 in 1376,
and is expected to accelerate further in 1977 and after as the need Eor
foreign dorrowings to fiaance the new develorment plan lnocreases. The
bulk of the commitments entered iato during =he period 1972-76 were
official loans, including those from iaternational agencies. Tollowiag
3 decline of new commitments in 1973 and 1974, the amount of new loans
contractad ia 1975 rose 5y 97% and 57 50% in 1975, Tailecring the lzcreased

needs for foreign borrowings for the execution of the old (1973-75) and

the start of the new (1977-31) development plans. dowever, :he average



terms and the grant element of the new ccomitments have remained
extremely favorable. Wwhile the proportion of new commitments in the
longer maturity ranges of over 10 vears had declined somewhat, from an
average of 947 during 1972-75 to 89% in 1976, the average maturity improved
fractionally in 1976 (24.7 years compared with 24.3 and 23.0 in 1975

and 1974, respectively). The reason for this, is that in 1976 there were
a number of loans within the over l5-vears categorv contracted on very
concessional terms, with maturities of between 30 to 30 vears. At the
same time, Tunisia also continued to benefit from favorable average
interest rates (4.027 in 1976), while the grant element, which amounted
to 55% in 1973, fluctuated downward but was still a very advantageous
44% in 1976. Similarly, the debt service ratio, which amounted to

well over 207% at the end of the 1960s, declined steadilv to 8.27% in
1974, Wich stepped up amortization and interest pavments, and a
stagnation in receipts from exports of goods and services, the debt
service ratio increased to 10.8% in 1976 and is projected to rise
further to 11.7% in 1977. While the envisaged increase in new borrowing
under the Fifth Development Plan, with heavier reliance on private
loans, including borrowing on international financial markets, is ex-
pected to increase the debt service substantially, the projected composi-
tion of such new borrowing is not expected to increase the ratio of
service payments to exports of goods and services beyond 207 by 1981.%*

The proposed relending terms of the loan (6 percent) are in conformity
with GOT and U.S. regulations and are considered to be reasonable under

the prevailing circumstances.

IV, DMPLEMENTATION PLANNING

A. Administrative Arrangements

1. The Government of Tunisia is the official recipient of the
U.S. contribution to the small farmer supervised credit project. The
loan capital fund will be managed by the BNT through a special revolving
account to be established for this purpose. B23NT, through its agencies in
the project areas, will have the responsibility for receiving farmer loan
applications which have been properly prepared by a project agricultural
agent and processed through a mutual guarantae societv (SCM) and a local
credit committee. U.S. technical assistance will be provided through PASA
agreement with the U.S. Department of Agriculture, or through other
contractual arrangements.

*IMF, "Tunisia-Recent Economic Development'" dated 5/26/77.



Borrowers whose loan applications have Yeen approved will be authorized
to obtain the agricultufal inputs as dlanned. The BNT will then reimburse
suppliers of agricultural inputs and servicss. 3NT will Ye rescoas,ible for
@ollection of individual loans and will work closely with the respective SCM
and the agricultural agent in this regard. Repayreat will be made to BNT =~
personnel assigned to the area. Mobile banks may also be available at
local markets on market day to receive collectioms.

All collections, principal and interest, will Ye added to the revolving
fund as received. BNT commission charges of 3% of disbursements fqr
providing banking services will be deducted ouce a vear from interast
collections. The BNT will provide a montily detailed report to CNEA and
the central office of coordination for small farmer credit program ‘con-
cerning status of all borrower accounts, number and amounts of dishursements,
oumber and amounts of delinquent loans, amounts of interest and priancipal
collactions, status of revolving capital lo:n account, comments on
operating and collection problems and a surmary of the progress of :the
banking aspect of the project. The history and background ianformation on
BNT is covered under Annex E, Intermediate Credit Institution.

An office of coordination for the small farmer credit oroject will be
established to coordinate the various aspects of this project. Representa-
tives on the coordinating committee will come from a aew division uynder the
Ministry of Agriculture called "Directorate of Assistance to Small
Farmers" Division of Agricultural Production, and 3NT. Other officials
from other organizations will be invited to participate as necessary. The
U.S. credit technician will participate on an advisory basis.

The Division of Agricultural Production will be responsible for ad-
ninistration of the project, except for tie banking services. This in-
cludes recruiting, training and supervising agricultural personnelj pro-
vision and maintenance of equipmernt, supplies, and materials; provision
of overall operating expenses; reporting cn progress of field operations
:to the coordinating ccmmittee; etc. Presently a reorganization of the
Ministry of Agriculture is underway. Such changes are zou anticipatad zo
affect this project adversely. Indications are that the mew organization
~ill focus more on the problems of the small farmer.

Other organizations involved in the project are:

(a) Office of Cereals: This is a seml-autonomous organiza-
‘tion which provides improved seeds, ferzilizers and weed and lasect control.
‘chemicals to the rural areas. It is also the official purciaser of wheat
‘and barley from farmers., This office will work with project personnel to
'ensure that adequate seeds and other naterials are available when and whersa
-needed. It will also assist the 3NT in collection of loans oy deducting
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the amount owed 3NT from seller's produc: befo;e paying the seller for
his grain.

(b) Office of Livestock and P2astures (OEP): This is also
a.semi-autonomous organization under the divisicn of agricultural produc-
tion. It is involved in livestock research, development and aultiplica=-
tion for ail Tunisia. The OEP will provide improved livestock for borrowers
of the project and assist field agents with forage development on borrowers
farms. Officlals of OEP indicated they do have adequate improved livestock
to meet the needs of the project.

(¢) Naticnal Union of Tunisian Farmers (UNAT): This is an
independent farmer organization similar to the Farmers Union or Farm
Bureau in the U.S. It claims to have a zembership of 200,000 which has
at least doubled 'since 1975. Basic objectives are to defend the interest
of farmers and act as a spokesmaa for farmers when dealing with the govern-
ment. It has a pyramidal organlzat-onal structure with a central office
in Tunis and provincial offices at the regicnal, delegation and district
levels. Membership fee is 1 TD each and it receives no government .
assistance. One of their main goals is to assist farmers to obtaln bettar
production, It has pledged to give cooperation :to this project imcluding
promotional assistance, moral support and reinforcemeat for the collection
of loams.

(d) National Mechanized Farming Companv (SOMAM): This is a
semi-autocomous organization established co manage & system of farm equip-
nent custom work services to farmers. = has 21 branches with workshops
throughout the “country and about 200 tractors with a varietv of attach-
ments for the different types of farming. It is estimated that SONAM cuns
about 5-7%7 of the farm equipment in Tunisia.

The initial project proposal included plans to finance an expansion
of SONAM wvith tractors, related equipment and improvements to existing
workshops and add::ion of some new ones. Hcwever, GOT has aot obtained a
source of finmancing for this input.

_After considerable study of this situation it was determined that there
‘mow  exist in Tunisia more than 12,000 tractors owned mostly by private
‘operators. Most of these tractor owners do custom work for neighbors. The'
concensus was :hat most farmers who needed :o hire machinery could find
it in their reasonadle vicinity. Om this basis it was not considered wital
to the project if SONAM was not expanded as planned. This point is Zurszher’
addressed in the technical amalysis, Secticz III. A. 3.

(2) Mutual Guarantee Socifetiss (3CM): The SCM was legall
established pursuant to Act No. 73-80 of December 31, 1973 and decree
No. 74-853 cf September 4, 1974 establisning the status and decree T4-212
of Marcn 25, 1974 setting forth the conditiorns for enforciaz the act.
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Its basic objective-is to provide encouragement to expand farm credit
by Buaranteeing loans provided to their newbers by a credit institution.
Each sociaty is organized omn its own without relaticn ro athar soclaties,
The Ministries of Finapee and Agriculture are rasponsible, each ag far as
it is concerned for the enforcemeat for the decrees.

The SCM's are not subject to the registraticn requirsment in the trade
register and cannot own any property except that needed for its operations.
Membership share 1{s a mininum of 5 TD each and a society must have a
minimum share capital fund of 1000 TD Yefore being legally established.

The share capital fund cannot be reduced below the original $2,300 through
withdrawals by members. Membership is limitad to small and meditvm-size
farmers. £ a member becomes larger than a small or dedium-sized farmer
he can no longer participate as a Qember,

Other adequate and standard oragnizational requirements are included
in the legal body of the act for these socleties.

SCM's work in conjunction with local farm credit committses ccmposed of
Ssome combination of the following:

(1) . The local representative of the Ministry of Agriculture,
_acting as chairman.

(2) The local representative-of the Ministry of Finance.
(3) Representative of BNT.

(4) Presddent of the respective SCM.

(35) Represeﬁcative of the loczl UNAI.

(6) Representative of the Office of Cereals.

Loans are granted to SCM members whose loan request Eﬁvé—Béeﬁ'épﬁroﬁeq
by the respective local faram credit committee.

The committee decisions are made ia writing and a majority vote con-
stitutes the final decision. 1In case of a tie, the commitzee chairmanp
has a vote. After a committae 2as approved a loan, the banking iastitu-
tion involved (BNT) will obtain a 20Tizage on crops as well as om all
natural and industrial products of borrower's farm. "rop insurance against

hail and fire will be obtained.

Under Article 1 of the Decree, the ccoperating Saakiag instituticn
will develop z:ore detailed procecure ia an agreement with the Ministry



- 32 -

of Finance. Such agreedleat will detar—ine in particular the comrnditions of
the intervention by the banking imstitution as well as the guarantees
given the latter by the state. Ia this regard 3NT has described their
agreement with the Ministry of Finance in a 3NT circular dated Decem-

ber 4, 1974. 1In summary, this agreemen: states that BNT and the SCM will
make every effort to collect all loans. Thosa loans deteramined

unrecoverable after the second crop vear will be assumed in the foliowing
manner.,

57 by the BNT
252 by the SCM from share capital fund
702 from a reserve fund established by the SCM

In case this formula does not cover the losses, the state will make up
the balance. For this project GOT will reimburse the project revolving
capital loan Zund each year for losses from non-payment of loans extending
beyond two crop years.

BNT officials stated they have worked with the SCM svstem for about 2
years. The first year they had about a 94% collection rate. The second
year the collection rate dropped nearly to 65%. This was attributed to
adverse weather conditions that drastically reduced yields. However,
they hoped to collect most of these delinquencies this vear providing
yields are adequate.

The SCM system is a new venture for Tunisia. Although it 1s promoted
and backed by the GOT, members are required to iavest an amount that gives
them a sense of ownership in their capital fund. Peer pressure is used
to reduce dalinquencies of members who have the means to pay.

In principle, 1f the SCM has to make up losses frcm its share capital
fund, the fund may drop below the 1000 TD ($2,300) minimum raquired for
the SCM to be legally recognized. In this case aone of the members would
be eligible for further loans until the share capi:tal fund was restored to
the 1000 TD minimum level, '

2. Role of A.I.D.

The basic role of AID in the implemeatation of this project is5 twofcld:

(1) Provide a revolving capital loaa fund of $17,3C0,700 Zor
making supervised agricultural credit loans to small and medium~sized farm
operators.



(2) Provide technical assiscance and a miaimum amount of
budget suppor: to assist the Ministry of Agriculture and the 38T with the
detailed oragnizational 2lans, training of persomnel, aonitoring of credit
operations and making periodic evaluaticns of project progress.

The success of this Project will depend uore on the way it is managed
than any other aspect. Similar to most supervised agricultural creddit programs
this projact has a complex operational strucsture. It iavolves considerable
coordination among several organizaticns and at least two ministries: (refer
to’ the organizational diagram Amnex A).

Many organizational and operational details including pelicy decisions
must be dealt with as the project develops. This is where U.S. techaical
assistance will be of vital importance. Such technical assistance will be
directed to assist in the overall policy and coordination aspects as well
as at the provincial level where loan Processing takes place. U.S. techni-
cal assistance is planned for the four years of the project and terminated

as Tunisian personnel acquire mora experience and mowledge about project
management.

What is the likelihood that this Project will be managed more success-
fully than the SIDA Project? 1In assessing the prospects, one may he
inclined towards either of two positions: that history is bound to .
repeat itself, or that improved performance will occur thanks to the lessons
learned in implementing the SIDA Project. Cartain Tunisian officials stressed
the need to modify the current Project in light of the SIDA implementation
experience. The SIDA Project was formally evaluated in 1976 after 2 years
of operation, and a: aumber of specific recommendations were made that coculd
be put into effect from the beginning of this Project.

Predictions of the performance of this Project should take ianto account
the following comsiderations:

a. The Project staff will not have direcs line autihoricy over the
parastatal agencies (BNT, OC, OEP) om whose performance the success of
the Project will depend. Agreements (conventions) between the Project

and these agencies may prove to be an adequate substitute for direct line
authority.

b. Many of the SIDA Pruject's nanagemeat problams wera caused
by the deficient performance of SCNAM (formerly COCEMO). <Unlike SIDA,
this Project will aot rely on SONAM as the exclusive suppiiar of custom
machinery services to participating farmers.

¢. The capability of the extension stass oo adequacely caryy
out a supervised small farmer credit project is the most important unknown
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factor on which the successful performance cf the Proiect depends.

This area represents the greatast potential Zor institution-building by
the Project.

We shall anext elaborate upon each point.

a. SIDA Project designers failed initially to conclude agreements
with the agencies that would be supplying inputs and services to the
Project. The BNT and OC are complex organizations of tested capability.
Once agreements are reached detailing their responsibilties with regard
to the Project, they are likely to perform satisfactorily. The performance
capability of the OEP is harder to estimate at this time since it is a new
organization. The location of the U.S. AID-assisted Accelerated Livestock

Project within the OEP should facilitate development of good working
relations.

b. SIDA Project designers made the mistake of giving SONAM
exclusive rights to provide machinery services to participating farmers.
This mistake has been avoided in the current Project design, though not
in a way that indicates anything has been learned about the shortcomings
of public sector machinery statioms. SONAM has not been given a monopoly
to supply custom machinery services because the GOT has not succeeded in
finding a donor to finance the machinery component of the Project.
Because SONAM lacks a sufficient quantity of aquipment, participating
farmers will be given the choice of purchasing custom machinery services
from SONAM or from private operators. The access of the farmers to local
custom services markets will eliminate many of the management problems
‘that plagued the SIDA Project.

¢. The Project proposes to maintain a high iatensity of exrensionm;
one "adjoint technique" per 100 participating farmers is foreseea. This
quantitative target can undoubtedly be achiaved. The uncertaiaty at this
point comcerns the quality of extensifon work., This is a supervised credit
project. Many Tunisian agricultural workars have a more directive under-
standing of "supervision' than many farmers will toleracte. Farmers are
unlixely to participate ia che program if it means having to accept a
farm management plan thaz is contrary to their preferences. Fxteasion
agents will have to be impressed with the necessity of takiag farmer's
preferences into accouct in formulatiag Zara —enagement plans. This wil
be difficult to accomplish since Tunisian agricultural workers tand to
be couvinced that small {armers escecially are ignorant, and that trained
technicians can nake better nanagement decisions. A the same time, if .
the Project comtributes to bringiang about a ralation of autual unders:tandiag
between private farmers and agricultural :techaizians, it will nave far-
reaching beneficial effects on the entire range cf development activities
in the agricultural sector.
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The aultiplication aspect of this project is its mos: important
characteristic. The GOT is already looking zhead to expansion of the;
project to include an additional 10,000 small and medium-sized farmers
once the project is operating successiully.. Replicability is likely to
be in the smaller farm units gaining from the experience provided through
the implementation of this project.

3. Loan Processing, Supervisionm and Collection

(1) Background

The project involves the making of supervised loans over a 4 year period
to'11,665 farmers whose farms do not exceed 50 hectares in size., The total
area of these farms 1is estimated to be 108,000 hectaraes, located in the
five Governoratas of Beja, Bizerte, Nabeul, Zaghousn and Siliana.*

The objectives are to increase the productica of cereals, forage and
livestock per unit area Sy providing small and medium-sized farm operators
with more intensive agricultural technical assistance, Improved seeds,
fertilizer and other chemicals, better quality livestock and credit 'in
kind to finance inputs, and services. This category of farmers has received
limited amounts of this assistance ia the past and cousequently are pro-
ducing far less tham their potential. On the basis of 12 model farms, research
and supplemental surveys, the potential for increasing farm production is
104 - 242% in humid areas and 42 - 817 in semi-arid areas.

(2) Organization and Personnel

Credit operations in the 5 governorates will be deceatralized. »Pre-
sently each governorate has am agricultural commissioner in charge of all
agricultural activities in his area. He has a support scaff and several
extension agents. This unit is called the "Regicnal Commission for Agri-
cultural Development" (CRDA). The commissioner is respomsible to the
Director for Agricultural Production in Tunis who coordimates ail CRDA
units throughout the country.

A credit staff will be added to each CRDA unit in each of the 5.
governorates involved in this project. There will bYe an engineer (Priacipal
Regional Agent) in charge of the credit operations with a aumber of eredis
supervisors (Field Agents) working under him. The aumber of supervisors
will be determined on tha basis of 100 borrowers to each supervisor, The
credit staff will have the support and tacking IZrom specialists already
present 1. each CRDA umit. 3y the 4th vear it is planned chat at leasc 6
engineers and 83 supervisors will be recruited plus relatad support - staff,
Additional office equipment is planded as well as the purchase ci 31
vehicles for trarmsport of supervisors and anginsers,

*Not including land operatad by Zarmers naving lass than 3.1 hectares.
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The project is planmed to develop ot a gradual basis. The oblective
{s to reach 13% of the 11,665 targetad Zfarmers the first year, 305 the
second, 60% the third and 1007 the fourth year. Personnel will be recruited
and trained and equipment, supplies and services will be made available
at the same rate.

(3) Loan Processing

The present tizmetable calls for prOJect persomnel at the governmorate
level to carry out a promotional ané information campaign about the project
during June of 1978. This will iaclude informing local SCM's about the
program. If no SCM exists in certain areas, the local agricultureal
commissioner and his staff will assist interested farmers to organize.
Since loans will be made without land titls zuarantees, only SCM members
will be considered for loans. Loan applications will Se accepted from
July 1978 onwards.

After a farmer has indicated an interest in a loan a cradit supervisor
i t

will assist him with developiag a farm tlaa., If is possible ro develop
a farm plan that incorporates appropriates farmung izprovenments, and
indicates increased production and shows repaymecnt aollity, the plaL and

application will be chacmeled :through the respective SCM :o the local credit
committee. (Refer to 1, e under izmplementation arrangemencts.)

If rhe local credit committee approves the acplication, the credit
institution (3NT) will process the necessary security documents, including
the SCM guarantee, and authorize the borrower to cbrain the necessary in-

puts and services as planned. The creadit supervisor will assist the
borrower in arrangiag for tractor and zachinery services and for obtainiag

improved seeds, fertilizer, livestcck and other Inputs. de will also
cerzify iavoices for servizes and Inputs. The 34T ;i reimburss suppllers
either dirsctly or through :the use of 2 purchase oriar or ccupea.

(4) Loan 3upervisiom

Credit supervisors will be respousille Ior xespin3 an up=-ro-date Iil
ou each borrower. An daverage of 8-10 farm visizs will be =nade during the
life of the loan to ensure compliance with the ‘plaen 4 program ané o assist

10
}a-
n
Q o=

e

with droblems as they occur. He will also as the 3NT wich its !
collec=ion sifforts wherever possible through 2accuragements te the torrIwer
and providing 3NT information on harvest :times azd amounts.

Periodic raports wil
production, izccme and 3
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(3) Loan Catlection

The 3NT will be respomsible for loan colleczion. It is anticipated
that borrowers will repay when they receive iacome from harvest or sell
livestock or livestock products as agreed to in the farz plan. Mobile
banks are planned to be located in areas conveaient to farmers such as
market areas to facilitate in loan collection.

Names of borrowers who do not repav as agreed will be referred to
their respective SCM. The SCM board will investigate the delinquent
members and apply appropriate peer pressure for repayment. If repayhent
is. not forthcoming the case will be handled in accordance with procedure
described under paragraph A, 1., Administrative Arrangements, this sectiom.

The BNT will provide a monthly status report of all borrowers' accounts
to the central office of project coordination and to CNEA. They will also
provide the respective governorate agricultural commissioners with a
semi-annual status repor:t for borrowers in their respective areas.

B. Implementation Plan

l. Prior action:
a. Project paper 1is approved.

b. Project agreement executed and initial obligating
documents signed by March 31, 1978,

2. Time Table:

April 1978

a. Complete recruitment of two U.S. resident techniclans
and one ccnsultant:

b. GOT effects mobilization of proiect personnel as established
in project agreement and project proposal.

¢c. U.S. short-term consultant arrives to assist with projec:
organization.

May 1978

a. Two U.S. resident tachnicians arrive.

b. Project orgaanizacioral plans documented ia detail with
appropriate charges.
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Detailed procedures develored and docuxmented'Ior the
operation of the project including promotional activicies,
applicant selecticn and eligibility guidelines, applicant
analyses and farm plaaning, loan processing, bYorrower
supervision techniques, loan collection, system for re-
porting and data collection, system for mcnitoring and
apalysing of field activities.

Design appropriate forms which will facilitate the effi-
clent operation of the project, collection of daca,
monitoring and analysis of field opératiomns.

June 1978

a.

d.

Field Training sessions carried out for credit agents
as previously planned.

Surveys made to ensure that participating organizations
will have equipment, services, seeds, and other inputs
available by July when applicatioms for loams will be
accepted.

Project personnel in 5 project areas carxry out a promotional
and informational campaign in respective areas to infora
farmers and important officials about the objectives arnd
method of operation of the project. Area credit committees
will also be informed of their role in the project.

First tranche of AID loan and grant disbursed to GOT-3NT.

Julv 1 ~ September 1, 1978

a.

b.

Applications for loans acceptad Irom farmers.

All materials and services available arnd ia place for
project use as agreed in project agreement and project
proposal.

November 1978

First project survey by CNEA.

June 1979

a.

b.

Second tranche of AID loan and grant disbursed.

Recruit and train additional persommel as planned.
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August 1979

November 1979

Third project survey by CZzA,

December 1979

First eval.acinn report by CMNEA.
June 1980
a. Third tranche AID loan and grant disbursed.

b. Recruit asd train addirional persornel as planned,

August 1980

Fourth projec: survey bv CNEA.

November 1980

a. Fifth project survey by CNEA,
b. Recruit and train additional personnel as pPlanned.

December 1980

Second evaluaticn repcrt by CNEA.

June 1931

Fourth and last tranche of AID loan and zrant disbursed.
August 1981

Sixth project survey by CNEA.

November 1981

Seventh project survey bv ONEJ.

December 2981

Third evaluaticn Tepor:s tv CEA.



August 1982

Final project survey Sy CNEA.

November 1982

U.S. consultants arrive to assist in final evaluation.

December 1982

a. Final evaluationm report by CNEA.

b. U.S. consultant departs after completion of project
analysis.

c. 4 year U.S. techniciaas depart.

C. Evaluation Plan

As mentioned earlier, surveys and evaluations of the project will be
made by CNEA on a regular basis beginning November 1978, Copies will be
provided for the office of coordination for the project and AID.

The CNEA evaluationms will replace the usual J-year evaluations required
by AID. These evaluations will include aonitoriag and data accumulation
activities and will consist of a. least the following information:

a. National and Governorate Statistics:
(1) Number of loans made
(2) Amounts of money disbursed
(3) Average size of loans
(4) Number and amounts of loans collected
(5) Yumber and amounts of delinquent loans

(6) Ageing of delinquencies by CROP ZARVEST YSAR

(7) Production increases experienced by Farmers as a
result of loan

(8) Fluctuations of aet iacomes by borrowers

(9) Range of farm sizes to loans.
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b. Reasons for delinquencies
¢. Tenure status of borrowers

d. Effectiveness of SCM as a guarantee organization for
swall farmers

e. Identifying reasons for delays in loan processing,
provision of services and materials

£, Identifving any inequities in eligibility determination
of applicants :

g. Make random sample interviews with Sorrowers to obtain
their reactionm to program and document couments receivad

!
h. Identify any impedimeats to the operation of project
i. Evaluate the general prog:ass of the project and make
appropriats rscommendations for alleviation of such

problems.

D.. Conditions, Coverants and Negotiating Status

Initial Conditions Precedent

Prior to any disbursement, or the issuance of any committment documents
under the Project Agreement, the Cooperating Country, except as A.I.D. may
otherwise agree in writing, shall furnish in form and substance satisfactory
to A.I.D.: )

1) Either a request from the Cooperating CountTy for A.I.D. to
procure directly or an executed coatract for the services of
two technicians and a short-term comsultant to advise and
assist the Cooperating Country in izplementation aad avaluation
of the Project.

2) The designation of counterparts for the U.S. techniciams.

3) A contract wich Centre National des Etudes Agricoles to
monitor, collect data and evaluate Project performance.

Additional Conditisns Precedent

2rior to any disbursemezt, or the issuance <I any commitzent
documents under the Proisce Agreement to finance any activity other than



the technician services referred to in paragrapa c. above, the Cooperating
Country shall, excest as A.I.D. may otherwise agree in writing, furnish
in form and substance satisfactory to A.I.D.:

L

2)

3)

4)

6)

7)

8)

9)

Evidence of establishment of a coordinating committee compesed
of high level representatives of each of the participating
Cooperating Country agencies.

An agreement or agreements detailing the role and responsibilities
of each of the participating agencies.

Evidence that the Cooperating Councry has provided in its

1978 budget sufficlent local currency to finance the first
year the costs of staffing, comnstruction of livestock shelters,
Procurement of vehicles, maintenan:e capital for the revolving
fund, and other Cooperating Country project costs.

Detziled zrecedures for the sreraticn of tte Friiect, including
prormotionzl zctivites, pestizide Wilivation, apprlicant selection
and eligihility ruidelines, sredit aralyses and farm planning,

loan processing, berrower guprervision techniyuss, loan colliections,
system Tor reperting and datn ccllesviins, ard systems for roritor-
ing and analyczing fiels zctivizies.

An organization plag evicdencing *he establishment of regional
credit committees in each Regional Commissioner for Agricultural
Development unit in each of the five governorates.

A phased staffing pattern indicazing present and future
manpower requirements with assurances that such assignments
will be made on a timelv basis relative *=2 ?roject needs.

Evidence that principal regionai agesnts and an adequatz zumber
of fiald agents to implemen: the first pnase oI the Projeck

bave been assigned to each of the five governorates.

A completed evaluation plan,

<ivary scheduls Zor the veniclas *o
be provided 5y the Cocperating Zountry,

Other Ccunditions

An interest rate of 6% will be arplied s farmer loans during Phase I

of the project. The appropriataness o7 this racs will Se

e-axamined in

-esemd -

conjunction with the project avaluation. The resulis 9I this evaluation will
ad

De taken izt aceount in establishing =he raze =z %e azpil

—as - -

to the succeeding

phases of :the project.
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(5) More intensive use of llvestcck will result in slight
increase in numter, greater selectivity in terms of quality

and tetter nutrieion including lct feeding to replace scavenger
srazing. The impact on the enviremment «will be negligivle,

The socio-economic impact will te of two kinds both of which
would be classed as beneficial. Family incomes of farmers would
increase. Labor utilization would increase, however, this would
take the form of reduced underemployment of farm labor rather
than the addition of outside labor. Thus, the project will have
no population impact.,

AeleDe's policies and procedures for herbicides and pesticides

are being reviewed and updated. When these policies and pro-
cedures are finalized the GOT will be advised by Implementation
letter of A.I.D.'s current regulations. A.I.D, will also pro-

vide a consultant to advise and assist the GOT with the select=-
ion and utilization of herbicides and pesticides which will be
consistent with A.I.D.'s current envirommental regulations. The
Conditions Precedent will require that A.I.D. have the oppertunity
to review and approve the GOTs procedures in order to assure these
are in accordance with A.I.D. regulations.



ANNEX 3

D/FACT INEITTFICATICON 0D EVALUATIX FOTM

L:pact

. " . Jdectification
Trepact Areas snd Sub-Arecs axd ?.’cluetiog
A. Lcod Use
: 1. Changing the character of the laad throvgn:
- 2. Increesing the »opulatic N
Y. Crxirectins untural rezources : N
¢. Land clearing N
é. Changiag soll. characier N
z. fltering pmatural defences N
3. Poreclosing izportant uset ' N
L, Jeoperdizing zaa or uis wotks N.
5, Otbcer fectors - hone N
€. Changing lencé use end procuction tecitology L
B. Yeter Quelily
1. Foysical state ol water N
7, Crezical aud blotogical sistes N
3. Eeologicel Delaane - -
L, Other factor:
. el B
C. ;hmospneric
Lo Alr additives , i}
%. Alr pollutisn- - . K]
3. Noise roilution w
L. COther fTectors
o neae i
1/ M - ¥3 eavironmactel iTpect
L - Little savircisizntal impacs
M - Moderate envirsouantel izgpnach
H - High eacvircnmeutsl iLopent
U - Unknown eavircaxzantal Lrpact



E.

H.

 Izpsct
v Ideatillcatic
fiatural Sesources and Zvaluatien

1. Diversicn, eltered use of vater

2. Irreversibie, inefficlezt cco=iisents
3. Other factors - loce

L. Changing iand use

Cultural

1. Altering phrslcel eymbals

2. Dilution of culturel {reditions

3. QOther fzctors

1. Changes in eccncmic/enplcyment catterns
2. Changes in pozulation

3. Changes in cultural patterns

"%. Other Zsctors

Noue _
d221lth
L, Chaoging ¢ natural esv.rezn:nt
2. Elipdrating at socsysten slemeat
3. Other ?Pactowrs
Nene _ .
Gzpernl ”’

o > A <«
2, JControversizi izpseiz

3. JTther Tactors

Herne

N
N

Nu

=

h|
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I. Other possible Izpscts (nct listed above)

nene

Prepered By: Tiencis J, lLeSeau Date: Jeauar), 1977

Project Locatiorn: Tunis, Tunisie

Proiect Title: Small Farmer Supervised Credit




LOGICAL FRAMEVORK MATRIY.

CTITLE: . .- Sesll Permer Supervised Crgdit
NUMBER: 664-03¢02 |
LIFE OF PROJECT: Frea FY 1978 to FY 1682
TOTAL US FUNDING:  _$18,207,000
DATE FREPARED: ~ Cctober 1577

l.a. SZCTOR GOAL

Te incresse basic foud egricultural preduvetion zrd izorove ihe in-
coae levels of small snd vedium size Parm units,

1.b. FZASURES OF GOAL ACHIEVEMZNY

That.agricultural .producticn end inccze levels at the emd of five- .
year period (1978-1582) e:veeds thzi obieined in the prcject aree gnd by
participating farmers priar to project iIzplemeztatioa.

l.c. VERIFICATION

A, loen epplicetions

B. Project records end evaluziions

C. Regicnal/Nstional Inccme erd Production Statistics
l.d. ASSUMPTIGHS

SESULLAVURS

That GOT texation policies end pricirg polizies in terys of input
costs versus prices received for faia'prolduce will costizue to be egquitudble
or shift in favor of tke producer.

2.8. FROJECT FURPOSE

To provide, thrcugh & Supervised crafit progren, access to 1zproved
agriculture preduction ipruts and tschnieczl infsrzation Gecessary to in-
Crease thne level of nreduciion tacknolsgy employeld by g significantly
larger number of small enc redivm sized Tzrmwers t-an at oresent,

2.b. EMD OF PROJECT STATUS
A. ALl participating farmere in Zha projest arsa gre;

1) receiving assistance in Plaszing f3dividual ferg prciucticn
programs;

2) receiving credit in kind or in cask far production iaputs:

'3) applylng reccmzended production techrolczy and inputs.,
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D

. B. Producticn credit (ip-kine and crsh. ¢r cusi equivz leat) sppioved

AN, C
B, Collective prcductioa on rerticipating ferms exseeds pre-project
. levels,
C. Spresd of izproved producticn t2choclogy evideat in project ares,

VERIFICATION

A. Loan Appiicationn

B. Project Records ¢rd Zvaluctions

C. Peglonel/Nationel. Income ond Prefmetisc dtatistice.
ASSIMPTIONS

A. That rainfali anG stesthber ccnditjons will b: favorable to agri-
~cultural production during life of 2roject, i.e., there will be
no prolonged drowght, locds, etc.

B. ‘That GOT taxz%ion policies. and pricing poiicies in terms of in-
put costs versus prices received for ferm groduce, will continue
to be equitseble or shift ia favor of tre priducer,

C. That recomnended inpuis and zzrvices ctwbinzd witk improved pro-
duction prectices will increase on-fzrt agwiculiurel production,

o

D. That cemconstrsitinn effe: - irill anccurage aGopiion of similar
production grechices by moughhoring iavzers.

CUTPUTS

Lo Individudd éezsipned fara yrcductlon plzns developed for each per-
ticipating ierrmer, ’

for cooperatiryg Tarmars.

Cc, Principal inputs of seeds, fertilizers, and culctivation wvork - .
amounting to approximately 20,000 MT, 75, 000 MY and 2 700, 000 hour=
"respectiw y by the 4th year: ™~~~ 777 -

D. Approximi.tuly 5,740,CCC TD r2leaced by thié LU by tha Uth year to
cover the coust of producticn iagpuis.

YERIFICATION

A, Records o BiT

L. Records of inpui supgliesc

C. Records of 1ccal loan czzritiees
D. Rectords of Tield tecknicsal egents

E. Project recorés .ud evzlu-ticas
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3.d4. ASSU/PTIONS

-

A. Thet the GOT will provide adnguate ecuijpient, supplies, facili-
ties, ard tectnical support personpel to achicve Zntended cutputs.

8. That the state, parastétal, and privete entities will stosk and
provide adeguzte anid timely inputs to couperating fermers.,

C. Tkatl tke local. credit commitiees wiil proucess all lcan raguests
on a timely end equitable basis

D. That the BNT will assuce end crrry sut %he finsncial menegemert
of the credit fund in e respocsidble and 4imely menner.

L,e. INFPUTS

A. USAID

1) Techniciens
2) Administrative support

3) Short term sz2zsonel reveivinrg credit fund for lending
nrovgh the BNT.

%) Mediun-ter: creiit for purciase of Livestok

1) Technical ond alziristrez:@ive ceatral aui Jield persoanel of

whick:

Z “. : M
a) & Nrginsers -
t) 23 Tectnicizas (field ryants) -
c) 1d sdminisirative/cloricel sitaf?
d) 2 drivers

22) TFeciliitiez, ccarns . G lozistic copport for centrel eand
field opurciicns, of whioh:

2) 31-5 =P susoasktilas -
b) © fvliy eouipped wifices
c) #oduteuusnce of cxvs, s¥i'ice, zad miserllanecus.

Y e ede 1, - % -
CiviLitonXx spelitore

. - Do £ . . e
Ll-Ueria ..832 ILmd IS casuTtugelLax 2

) - . . . . -
h) Adminisiraticn aad pangg2actt ol lozu funes througz 1ifs of
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5)

ASNEX C
Provision of required inputs th;cugh state and parastatal,
or private sources:
a) 20,000 MT - Seeds
b) 75,000 MT - Fertilizers
¢) 2,700,000 hours - Custom services

d) 15,000 MT - Cattle feeds
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6C(3) - STANDARD 1TDM CHECKLIST

Listed delow are stati ,ry {toms which normally will
assistance agreesent dealing with fits implementation
where certain uses of funds are permitted, but other

be covered routinely in those ﬁrou:sions ofr an

» or covered in the agreerment by cxclusicn (s

vses not).

These {tems are arranged under the general headlnés of (A) Procuresent, (8) Construction, -and

(C) Other Restrictions.

A. Procurerent

1. FAA Scc. 602. Are there arrangements to

perait U.5. small business to participate
equitably in the furnishing of goods and

services financed?

FAA Sec. 604(a). W11l a1l commodity
procurement financed be from the U.S.
except as otherwise determined by the
President or under delegation frem him?

FAA Sec. 804(d). -If the cooperating
country ¢iscriminates agafnst U.S. .
marine {nsurance companies, will agree-
r.ent reguire that marine insurance be
placed in the U.S. on comrodities
f{nanced?

FAA Sec. S0d4{e). If offshore procuree
ment of dgricultural commodity or

" product is to be financed, .is there
provision against such procuresent when
the demestic price of such commodity is
Yess than parity?

§. FM Sec, &08(a). Wi11 U.S. Gavernment
excess personal property be utilized
wherever practicable in 1ieu of <he
procurerent of new items?

"MMA Sec. S01(b). (a) Compliance with
requirement that at least 50 per centum
of the gross tonnage of cormodities
(corputed separately for dry bulk
carriers, dry cargo liners, and tankers)
financed shall be transported on privately .
owncd U.S.-flag commercial vessels to the )
extent that such vessels are available .~
at fair and reasonabdble rates,

.FAA Sec, 621, If technical assistance

is financad, will such assistance be fur-.
nished to the fullest extent practicable
as goods and professional and other
"services frem private enterprise on a
contract desis? [f the facilities of
other Federal agencies will be utilized,

LA

Small business will participate in

accordance with AID regula%ions ang procedures

Yes,

The project agreezent will so provide.

Not applicable.

No such procurement is
to be financed. i

Yes. However, few if any instances of excess
property utilization are anticipated.

IJ
.

The project agreezent +ill so provide,

N
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are they particularly suitable, not
competitive with private enterprise,
and nude availyble without undue inter-

fercnce with domestic programs?

8. Cons

1.

C. Othe

International Ajr Transport. Fair
Competitive Practices Act, 1973

The project agreement will 50 provide.

If air transportation of persons or
property 1s financed on grant basis, wil}
provision be made that U.S.-flag carriers
will be utilized o the extent su¢ch
servic% is available?

truction

FAA Sec. 601(d). 1If a capital (e.g.,
construction] project, are engineering
and professional services of U.S. firms -
and their affiliatas to be used %o the
maximum extent consistent with the
rational intarest? .

liot abplfcable.

FAA Sec. 611(c). If contracts for - Not applicable. '
construction are to be financed, will .
they be let on a competitive basis to-

maximum extent practicable?

FAA Sec. 620(k). If for construction
of productive enterprise, will aggregate

ot applicab}e.

" value of assistance to be furnished by

the U.S. not exceed $§100 million?

r Restrictions

1.

FAA Sec. 201{d). 1If development loan, Yés, for lcan component,
s interest rate at least 2% per annum . .

during grace period and at least 3% per
annum thereafter?

FAA Sec. 301(d). If fund is established Not applicable.
solely by 0.5, contributions and adminis- h
tered by an international organization,
does Comptroller General have audit
rights? <

>

FAA Sec. 620(h). Do arrangements
preciude promoting or assisting the !
foreign aid projects or activities of
Communist-3loc countries, contrary to
the best interests of the u.s.?

“Yes.

. .o
FAA Sec. 636(i). Is financing not per- T e
mitted to de used, without waiver, for _Yes,
surchase. long-tarm lease, or axchange
af motor vehicle manufactured outside
the U.S. or guaranty of such transac:1323
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5. wWin arrangerents preclude use of
financing: .

a. FAA Sec. 14, to pay for perforrance
of .abortions or to'motivate or coerce

persons to practice abortions?

b. FAA Sec. 620(q). to compensate .
owners for expropriated nationalized

property? .

c. FAA Sec. 660. to finance police

Ltraining or other law enforcement
assistance, except for narcotics
proarams?

d. FAA Sec. 662. for CIA activities?

e. App. Sec. 103. 1o pay pensions, ete.,

for miltary personnel?

ments?

f. App. Sec. 106. to pay U.N. assess-

9. Apo. Sec. 107. to carr out provi-
sions of FAA Sections 209(d) and 251(h)?
(transfer o multilateral organization

for lending),

h. Aop. Sec. 501. to be used for
publicity or propaganda purposes

within U.S. not authorized by Congress?

Yes,

. Yes,

Yes,

Yes.

Yes,

Yes.

tioverder 10, 1976 | 6C(3)-3 1
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(5) (107) vy grants for coordinated,
private effort to develop and
disseminate intermediate technologies
appropriate for developing countries,

¢. FM Sec. 110(a); Sec. 208{e). Is the
recipient country willing to contribute
funds to the project, and {n what Tanner
has or will it provide assurances that ft
will provide at least 25% of the ¢osts of
the program, project, or activity with
respect to which the assistance {s to be
furnished (or has the latter cost-sharing
requirement been waived for,a “relatively
least-developed® country)?

- d. FAA Sec. 110(b). Hi1iJ§rént capital
3ssistance be disbursed for project over

more than 3 years? |If 50, has justifi.

cation satisfactory to Congress been made, .

and efforts for other financing? .
e. FAA Sec. 207; Sec. 113. Extent to:
which assistance rerlects approoriate
enphasis on; (1) encouraging develonment

- of ceaocratic, economic.'po]itical. and '

.social institutions; (2) self-help in

reeting the country's food needs; (3)
inproving availability of trained worker<
power in the country; (4) prograins
designed to meet the country's health
needs; (5) other important areas of _
economic, political, and social devélop-
ment, including industry; free labor
unions, cooperatives, and Voluntary )
Agencies; transportation’ and communica- "’
tion; planning and pub]ic'administration;
urban development, and modernization of
existing laws; or (6) integrating women
into the recipient country's national
econcmy. . : )

f. FA Sec. 231(b). Describe extent tg
which program recognizes the particular -
needs, desires, and capacities of the
people. of the country; utilizes the .
country's intellectya) resources to - .
encourage institutional development;

and supports civic education and trainiﬁ;'n

in skills required for effective partici-
pationin governmental and political

processes essential to self-gavernment,

_.Will be provided in the Project agreeme;

.

AINEX D - Page 4 .

N . I
+ The country is willing and essurances
1

" Not Qﬁplicable. Not a capital oroject.

The assistance is intended +o help meet
" Tunisia's food needs by providing the
" 'small farmer with the necessary credit
~ to increase production,

~The project reccgnizes thet the small'
Tarmer is desirous and capeable of in-
creased production and that for the
small ‘farmer to participate in the

‘ egricultural sector, agricultural inputs
must be Hade available on credit to
meet demgnd.

!
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. d. FAA Sec. 201(f).

9. FM Sec, 201(b){2)-(4) and -(8): Sec.

201(e): Sec. 2N {a}{(1)-(37 and -(8).
the activity give reasorable promise of
contribuling to the development: of i
economic resources, or to the increase of
productive capacities and self-sustaining
economic growth; or of cducational or
other institutions dirccted toward sncial
progress? Is 1t related to and consis-
tent with other development activities,
and will 1t contribute to realizable
long-ronge objecctives? And daes project
paper provide inforamtion and conclusion
on an activity's econcmic and technica) .
soundness? ‘

h.  FAA Sec. 201(b)(6): Sec. 211(a)(s), (s6).

Coes

Information and conclusion on possible

effects of the assistance on U.S. economy,

with special reference to sreas of syb-
stantial labor surplus, and extent to
which U.S. comnodities and assistance

are furnished in a manner consistent with |
inproving or safeguarding the U.S. balance.

of-payments position.

Develorment Assistance Project Criteria

{Loans oniy)

a. FM Sec. 201(b){(1). Information

and conclusion on availability of financ-

iog from other free-world sources,
including private sources within U.S.

b. FAA Sec. 201(b)(2); 201{d). Infor-
mation and conclusion on (1) capacity of
the country to repay the loan, including

reasonableress of repayment prospects,

and (2) reasonableness and legality
(under lews of country and U.s.) of °
lending and relending terms of the ioan.

c. FM Sec. 201{e). If loan is not s
mace pursuant to a3 multilateral plan,

and the amount of the loan exceeds
$100,000, has country submitted to

\

AID

an application for such funds together,, ,

with assurances to indicate that funds
will be used ‘in an 2conomically and
technically sound manner?

Does project paper
describe now project will promote the
country's economic develcpment taking
in*y account the country's human and
Faterial resources requirements and
relationship between ultimate objectives
of the project and overall] economic

“development?

AMNEX D - Page S

The project has been developed as an integrel

conponent of the Tunisian Vth Econcmic and
Social Plan and is pointed directly at those
farmers who ere at thelow end of the economic
e social scales, It has been siructured to
benefit those smell fermers who outside the
main strezm of cgricultural development while
while at the same time making ah important
contrioution to much needed increcse in cerea.
crops and livestock production, The project
is based on established technolegy and will
contribute to realizable-long-range objective
ihe project paper contains the reguired
economic and technical analyses.-

Little if ‘any. adverse effects.on-U,S. economy
or balance. of payments is anticipated,

Inforzmation included in project peper.

-

Information inclucded in project paper,

Section 3, Prcject Analyses,
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€. 7AA Sec. 202(a}. Total amount of _
Money uncer oan wnich is going directly
to privata-enterprise, is coing to
intermediate credit instituticns or
cther borrowers for use by private
enterprise, is being used to finance

~ imports from Private sources, or is
otherwise being used to firance procure-
ments from private sources?

f. FAY Sec. 620(d). If assistance is
for any productive enterprise which will
compete in the .S, with.U,s. enterprise,
is there an agreement by the recipient
country to provent éxport to the U.S. of
more than 207 of the enterprise's annual
production during the 1ife of the loan?

3. Project Criteria Solely for Security
Supporting Assistance

How wil) this'assistance
economic.or palitical.

FAA Sec. $31.
support promote
_stability?

4. Additiona) Criteria for Alliance for
Procress .

[Néte: Alliance for Progress projects
should add the following two {tems to a-
project checklist,]

3. FM Sec, 251(b) (1), -(a). Does
assistance take into account principles
6f the Act of Bogota and the Charter of
Punta de) [ste; and to what extent wil}
the activity contribute to the economie
or political integration of Latin

America? .
b. P Sec. 251(b)(8); 251(n). Fop _
laans, has there been taken into account

the effort rade by recipient nation tp
repatriate capital invested in other
countries by their own citizens? Ig
loan consistent with i
recommencations of the Inter-American -
Committee for the Allijance for Progres
{now "CEPCIES," the Permanent Executive ,
Comitiee of the 0AS) 1n fts annua)

review of national development activities?

.Not

- ANIEX D - Page 6

All lo2n funds are g0irg to intermediate
credit institutions for use by private
enterprise.

Increased Productiion of cereals and live-
stock/livestoe): products-resuliing from
this project will not be exporied to the
U.Ss.. .' '

applicable.. Not.a SSA project;

licable,

4
e
ct’
m
'g
'
'_l

flot en AFP project. -
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TUNISIA « SMALL FARMER SUPERYISED CFEDIT !OAN-GRANT PROJECT NO.'66h-0302.

6C(2) - PIOUICT CHECKLIST

AINEX D - Page ¥

Listed below are, first, statutory criteria applicadle ocrerally to arojects
to individual fund sources:
only to loans): and Securfty Supporting Assistance funds. .

then project criteria applicable
category for criteria applicable

€R0SS REFERENCES:
REVIEWED.FOR THIS PROJECT?

A. GENERAL CRITERIA FOR PROJECT.
1. App. Unnumdered; FAA Sec. 6531(b)

(a) Describe how Committees on Anpropria-
tions of Senate and House have been or
will be notified concerning the project;
(b) is assistance within (Oparational
Year Oudget) country or fnternational
organization allocation reported to
Congress (or not more than $) million
over that figure plus 10%)7

2. FMA Sec. 611(a)(1). Prior to obligation
n excess of $100,000, will there be {a)
engineering, financial, and other plans .
necessary to carry out the assistance and

(b) a ressonadiy firm estimate of the
cost to the U.S. of the assistance?

1. KM Sec, 611(a)(2). If further legis-
lative action is required within recipien
country, what is basis for reasonable
expectation that such action will be
compieted in time to permit orcerly
dccemplishment of purpose of the assis-
tance? - .

4. TM Sec. 611(d); Aop. Sec. 101, If ‘for
~aier or water-related larng, rescurce
construction, has project met the stan-
dards and criterja as per MHemorandum'of
the President dated Sept, 5, 1973

(replaces Memorandum of bay 15, 1962; .
see Fed, Register, VYol 38, Mo, 174, Part, .
11, Sept. 10, 1973)2 r,"

FAA Sec. 611(e), If project s capital
assistance (e.g., construction), and an
U.S. assistance for 1% wilj exceed
$1 million, has Mission
the country's capaoility e fectively to
rafntain and utilize the project?

1S COUNTRY CHECKLIST UP To DATE?

¢ —Nofurther legislative sction.is_'

Director cartified

with FAA funds, and

Uevelopment Assistance {with a sub-

IOENTIFY. HAS STANDARD ITEM CHECKLIST efen

() _totification will be. provided_in
i accordance with AID procedures;

'
“re memmm——
L

(b) _.‘1_'9_;._?.—
) vesT

(b)) Yes.,

S e e e ——— - eee——

3
H

— required,_ . ’

. Not_applicable, :

N

by

—

..ot applicabls,
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§. FM Sec. 209, 69, Is praject susceptibie susceptible of execution

of exccution as Part of reaioral or multy.
lateral project? if s0 why s project not
50 executed? Information and conclusion: -
whether assistance wiTl'encourage

regioral cevelopment programsy. g
a1sistance is for newly indcpendent
country, js {t furaished through multi.
“lateral organizations or plans to-the: .
maximLm extiont appropriate?

7. FAA Sec. 601(a); (and Sec. 201(f) for
develonzent lcans). Information and
conclusions whether project wil) encourage
efforts of the country to: (a) increase
the flow of international trade; (b) <os-
ter private initiative and competition;

¢) encourage deveiopment and use of
Cooperatives, credit unions, and savings
and loan dssociations; (d) discourage
monopolistic practices; (e) inprove
‘technical efficiency of industry, agri-
culture and comnerce; and (f) strengthen
free labor unions, o

8. . FAA Sec. 601 (b}, Information and con-
clusion on how project will encourage
U.S. private trade and investment atroad

9. FAA Sec. 612(b); Sec. 636(h). Describe
Steps taken to assure that, to the
maximum extent possible, the country f{s
contributing Joca) currencies to meet
the cost of contractual and other
services, and foreign currencies owned

. 0y the U.S, are utilized to meet the cost
of contractual and other services,

10, FAA Sec. 512(d). Ooes the U.S. own excess
foreign currency and,- if so, what arrange-

ments kave been made for its release?

FUNDING CRITERIA FOR PROJECT

1. OeQe1opment Assistance Project Criteria

’
8. "M Sec. 102(c): Sec. 111; Sec, 281a,
Extent to whicn sCtivity wilT) {a)] effec-
tively involve the poor in develophent,
by extending access ‘o economy at jocal
level, increasing labor-intensive ro-
duction, Spreading investment out from

help develop cooperatives,
especially by technica) assistance, to
assist rural and ursan poor &g help
themselyeg toward better life, and other-
wise encourage derocratic private and
local governmentas] fnstitutions?

Froject ls rot
- as' vart of & regiorel project. No other,
donor assistznce ig available, Tunisia-

.is not a newly developed country,

By supplying credit for agricultural inputs
and livestock to the small farmer, the
project will foster private initiative in
the agricultural sector, strengthen the
small’ farzer, thereby discouraging mono-
Dolistic practices and improve the tech-

‘nical'efficiency of agriculture,

By increasing suocly of credit, project
will provide small farners greater
accessibility to equipment and technology,
‘including that offered by U.S. vrivate
“enterprise., . '

" The project. agreesent will go drovide,

-
]

Yes, 612(%) waiver

Y

will be requested.

- RN
‘ R
The 'project is aimed directly at
local availability of credit fer the szall
farmer. The credit #ill be used to finance
agricultiral Inputs’and livestock for the
- small farmer thereby increasing sroduction
end the-spreadiag of invesimeat %o tge rural
areas,. - o -

increasing
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Bl. : ANNEX D - Page 9 .
b. FAA Sec. 103, 1n3A, 104, 10§, 106,

107. Is assisiance being ~3de available: '

(Tnclude only applicible paragraph --

e.Q.,3,'b, etc. -- wnich corvesponds o

source of funds used. If rore than one

fund squrce is ‘'used for project, include

relevant paragraph for each fund souice.]

(1) (103] for agriculture, rural develop-

ment or autrition; if so, extent to ‘The project is specifically aimed
which activity is specifically . at increasing the supply of credit

cesigned to incraase productivity available to the small farmet.
and income of rural poor; [1034] . ‘ .. .

if for agricultural research, is
full account taken of needs of srall
farmers;

(2) (104] for population planning or
health; if so, extent to which
activity extends low-cost, integrated

"delivery systems to provide health
and family planning services,
especially to rural areas and poor;

(3) [105) for.education, public acmin-
. istration, or human resources

development; if so, extent to which
activity strenathens nonformal
education, makes formal education
rore relevant, especially for rural
fanilies and urban poor, or
sirengthens managerient capability
of institutions enabling the poor to
participate in development;

(4) (108] for technical assistance,
energy, research, reconstruction,
and selected development problems;
if so, extent activity is:

{a) technical cooperation and develop-
ment, especially with U.S. private

anc voluntary, or regional and inter-
national development, organizations;

(b) to help alleviate energy problem;

(c) research into, and evaluation of,

. +
economic development processes'and
techniques; r, .
(d) reconstruction after natura) or
manrade disaster;

(e) for special development problem,
3nd to enable proper utilization of
earlier U.S. infrastructure, etc.,
assistance;

() for programs of urban development,
especially small labor-intensive
enterprises, marketing systems, and
financial or other institutions to

help urban poor participate in
* peanomic and encial devalanmant
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The BIT (Yefore 1SLQ kncwn =5 the Dangque Nationele Agricole - BXA)
was, established in 1659 as 2 sea’leuicnomous crgani:a isa eod 2tsarded
a viristy of credii insiituticns crerzted by the Treach. The lega)
authority for its exisinpce is in *hs fgriculiural levelcpzent nct of
My 27, 1953, 22é 2 prouocol soreersent, dated Hovsmper 13, 1963 batween
ire Govermment ané itle BHA, Uadser thais arrzpyaxent, the 3K was
resporsible for adniriztering lcan gnd grent funds previded by tre stzte
s utildzed iz coordinuntion wiih ihe =indsiry of zgriculiure technical
divieions in accordzzce with the Tirst sgricuiltursl. devalcoment tlea
(1%-3565}, 1ts 2asic objectives ware. to ccnsolifate tre Pragmented
ggricwliural credit remurces, give =cre wiority to th: beaXing aspec: 3
of zgriculiural credit and cale vgricwliwmal zredit a2 more effective
tcol for tfe implementation of the szricwdzural evelepzent plan, Tae
geverazent has 2lways owned —cre than Si% s the BT stncx, either
directly or tarough governzent-ecntirollad curporeiions, Thz BNT s
gcverzed By an 1l z=zn hoerd crunuséd of regretent:iives of goverzzant,
Stale controlled companies and privete uitivars, ihe Boerd is eppolatad
by tte Gevernmeant eod approved nyr tr2 General Assecbly. BNT preseatly hes
33 egeccies cdistrinuted in the mrzi areac thoi zro ergased in egricvliural

sexn sctivitiss,

The resources of ZiiT ere clussifisd woder 2 hepdinzs - mormal end
szeclel. The pormiel resources wnich azoount fow $277,332,000 as of
12/31/76 ere co—osad ol deposiis, 2apiial znd frae resarves asd rediscount
rrivileges froa the cenral ban¥. $secia) rescurcer acacuat Tor 102,2C9,CC
as of 12/51/10 and include eriaruzl DorioriLgs wi4 wanaged Pinds., The
_adaoec fundes cozprire the greziest zuouml of the special resgurces sz

inelude an agriculiural Ceveloomeni Dunt (FCEDA) "Fonds Spécizl de
D=J=Jvooe_e"t de l'Agricvlivre” :2d STorciga sid. The redisesunt 1inii
allowed BET for 1375 <won $60,uEz,7T3C.

frcng the EilN's peotivities cie “he usu2l banv szrices., provicsiea
Of stzervisory and cenzg2mest ascistinca s 4% Ioe utvel cralit uoions
"Caizses Locales du Crédit urSuei® {212)) and maz: at of the accovnis
of gfout 23 csruorztions 03 & it cumriscicn Taci

Toe e~u_:y iavastizents 9 3I7T zre s 0sTiy in Luliz fimapeial institu-
tioas end egroirdustries, Its 2ouily sornfolis Ras ireressed = rs ttzn
2 tiz2e since 1C7). Through srufent adisiaisirztics of its own funds 247
Bas zade a respeciable Profit =2nac¢h yezar. This Le: been aceozplisned
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in splte of low intores
lov., The reccvery- reco ed
The recaym=nt rate faor = Swh uics 2gs Seen i ttae Tsage of 75-33%,
The repeycent -ete Por the scecial resources categary (E‘N"‘A, ete.) was

5C-6C%.

<22 accouzting systea of 3)7 is compularized 2md in geravsl 4s eoa-
sidered setisfactory. The IRRD ig recenl negotietims with 30T {nsisted
that thay i=grove their extarnzl suldiling by heving an ixdenedent
exditar, Tnis BENT Lbas agreed to do, .
, irg 2NT, cust cperate vitrin GCr fi-an-
¢ through tre Ceziral 3Sank of Tunisis, Thig
conirol Ls exercised viraugh o v riety of ratics o whicd the ba-~¥z rust

A1l be=Xs 1 Tunisis
clal palicies adainistere

vV rie
confora Including solvency emd llebility ratigs, Interest rates ca lcens
erd devosits ond rediscount ce2ilings Pre al:o esotrolled Tty tte Central
3=2nx. '

B. PXALICY, FO0SO=N 3T METICT OF UiITRATION

The BNT hancdies zlcost g1 So/eiaz=nt loanz By ggricwdivre anmd |t
8lso ce¥es zericulivsel leans Trem its ova funds.  Louans frem 4 (orks|
Iesurces ere usuvaity foori-texg, tersge vetween 1500 - 2200 ™D with
Isterest -stes betveen 7-8%. Loza iimtis i1nclivde & miniemis size farm
of 40 hectares ard s mintmun lomz of 5CC iT.

¥ost loans zade reca ENT 's owa rescurces Tezulme a valld lzrd title
of owmersalp for security. Equizuent cré CIS2s z2lzd serve as securiiy
erd In zeny cases crop lasurance is recuirsd ic cover iosses frox heil
erd fire, This lendirg eriterie was desizned 10 serve zeditm amd 1
Terzers wWhe tave adeguete recovvces ia Teluse the risk of less.

BNT offlclals expressed = Fill¥irgrness 10 zariicizate ip i-e ==9oject
ecd would i-crezse their pereorral 25 r2eded £ nandle the Pernxing
espesl, The BHT wveuld nrovide their 5¢Tvices on 1 camissica Sasis
vhica vould Te negociadls whena their DAY raspensinilities ave delinazted,
Such ckerges could Se Ceductad Jrex interest collietisn and tha renais-
ing interest incoce zdcded o che rsvolving c-adit ~und.

3hT hes nad a cetler rassre cl zzraging itc mm Sunds s Cz:paricon
1o 1ts bendli-z of Zeneged Nuncds, Grderliing reecsns Tor this ev2 Lnat
the BNT essvzes zo ria) with valiaged Nids aud wscelly tae had a lizited
cootrol over lending criteriz und suse—sian of selaged Mg, Icierer,
there are izdicatiszns “hat 2 cleer unferciznding 2 not levelcoped in
he teglioni-g conceraing the recsensitilicics ci 3RT.

The 38T 15 tza legical crecit instituticn 0 periicizzia in int
sroject, t Zas concidersehie e¥deriezce iz the agriswliusal seear axd
023 the resouscas %o meet the troject reeds. ‘
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eerent, dzted lnvssper 13, 1963 batween

trne Coverrment esd tle LNA, Uader this arrcogaxeni, the 3N4 was
resporsible Por adniriztering lcen exd grent funds previded by tke stzte
erc utildzed iz coordinubioz itk ine =inisiry of ezgriculiure fechnical
Advielons in sceordzzce wiih the Sirst = Ticuiturel develcopm=ent tlea
(19€2-3655), 1te Dacic objeciivas ware to consolifzte the Pragmented
ggriculiurel credit remus Tes, giv2 zore uvioriiy ta th: bao¥%ing aspee3
of zgricultwral credit and ssie vgriculiuz el credit 2 more effeciive
tcol for e implementation of the sgriciliiurel  Zevelepzent dlar, Tae
gzverzzent hzs a2luays = tan 314 i7 stsek, either
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airectly or taroug:
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stete conirolled ¢

: of zoverzmant,

“he Boerd is eppolnted

2bly. BNT presently hes
2cg2iel i1a egriculiural

es in tre Tzl area

The resources of 2T are clessitizé urder 2 zepdings - zorzal aod
szeclal. The pormsl resources whick zscount fcn $277,332,000 as of
12/31/76 are toizosed of deposite, 2apiial zrd frae esarves asé rediscount
privileges froa the ceaSrzl bank. S$zecial rescurcern ecacunt for 10eg,209,¢
As of 12/31/?6 and include ertizrrzl dorTriLge Wb uanzged Pinds, The
ceneged funde cocprice “he gvezlest amoumt of the spe 1 rescurces sord
ineclude an agricuituval Cevelco-manl fund (FUSDA) "Tonds Spézisl de
Dévelcppe::e:t de 1'agricvlivee” : oad oreiga s:d, The redisecunt 1iait
allowed BRT for 1376 wan $638,u22,73C.

~Czcag the EM's petivities e the usual can¥irg szrices. nrovisica
OF suzervisory and enagement asvisiiace to 43 lzezi zuzvel cralit unlions
"Caizses Locaies 2u Cricit Mutuel® (JLIM) ané manecement of the acesvnis
or etout 23 czruorstions o u Mi- Gamriscicn Tasis,

Toe equiiy iavesZizents o7 3I7 zre £OSTLY in wubiz fiznapeia) instiiyue
Sions end egrcirduvsiries, Its 20uity surnfolio hmas ircressed zorse ttan
2 tiz2e since 172, Throwgh prudent zdimiatsiriiicn of its cwa Jugds 247
bae rade a respeciavle profit anch vaer. This e Baen a2ceomplisned
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The BNT hancies zlzost g1l Sov/eianzant loens Lo ggricmlivre 2@ 1t
elso ze¥es azgriculiuvrel lcans from its ->va fuoés,  leans frem iz o
Tesources ere usually short-isczg, zversge Setween 1500 - 2200 7D with
Isterest rates betwesn 7-84, Lozn 1isiis fnclvde & minimas size ferm
of 40 hectares ard s mirdous loaz cf 5C0 iD,

¥ost loeas zade Irca INT 's own rescurass Tegule a valld lznd title
of owmershlp for security. Equizuent zzd creps z2l:2o serve as securitly
end In =eqy cases crop insurance is required tc cover losses fres beil
erd {ire, This lendirz criterir wag cdesizned 1o serve zedivm and )
ar=srs Whe rave adeguete resources 1o reduce the risk of lcss.,

-y

BNT offlclals expressed = villtinzness %o fariicizate in the oroject
exd would izcrezse thelr percornal 2s neefed b nzpdle the benving
espesl, The SHT veuld provide their services an = camissica Sesis
whica would Tte negociable wrea itheir 11 rzipcnsinilities are calinezted,
Such ckerges could te Ceduciad from i-terest coll:ctisn 22d tha remais-
ing interest inccce :dced <o the rzrolving coadis fupd,

BRT has nad a cetler remore cf arag?t
to its handli-z of Teneged Tunds. Jnderls
the BNT essvzes zo righ wisy ralizzed Sunda oz
coolrol over landing criter

. - - .
there gre icdicatisns thet a cleer unferciegxding ves nol levelcoped in
<he tegianing conceraing the reczensitilitics of 3INT.
The ST is tha logical credéit iastitutism <o Lesticlzete ia ikds
sroject, It Z2s concicdershlie experleace iz the agrizuliusal sactar asd
0z3 the resouscas 1o mpei the Troject reedls,
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ANNEX G

BESTAVAILAN ~ A

o~y
PEAFCRMAITE CF A PREVIIAS SMALL FAAMER SUFPERVLSIZ C2ZDIT ZROJECT IV
BETEE TUHISIA: The YDA P2 ZCR

.

The acticd phase of the ST profect begzn in the provicces of
Jerécuta end Le Fef iz the Fell, 1873, The SITA :croject vezas seen es an
experiza2nt in szall farmer supirvisaed credit, It was o —ezns of reachis:
ibe trediticnel scgll Tera secisr ia mortrare Tumisie with inaroved
tecroology fellovwirg the Tailluse of the collectivization policy ia 1699,
Tnis project represents an e:pansion of the SITA oroject 1o 21) elgrt

srovinces in norinera Tusisi e

Treguently as "le ccopiizent The t

sece target group (smadl Temzzrs), scals (irmtensific

livestock productior), and meincds (ermession, azedi
<

Tunisien &nd Swedish of s
the SIDA project,. Samx of iis resul

- 18% of the amcuri lcened Yo TirTers rezaid

- 23% =l ibe Tarmers pariicizating in ithe project had
frem O Yo 10 hectarz3 &s oppistd to TL% foresean in
theé troject egrecnent,

The impleceutation provleas of the SIDA nroject may be divided into
three categories:

Yenegeuent - Tre success of the SDA troject depazfed on. cocrdinz-
tion with a numter of narastsztizl esgecclies: (Tice of -2reals,, Sengue
deticaale de Tusisie, 3iTice Ae 1'rlevogz el des Patiurages, Correrstiive
Centrele de rotomliurz (now S2¥AM), The necasszry coordinaiion did
ot matericlize. Liveslock Jrzp CI2 was of poor queliiy. Trecters
belozging to COCEMO 43l 2ot =:rive on =ima. The INT éid not essist
tke project with loen zollection, Trne 3D uwrojent chzf? hed 1it4l:
cantrol over the supnly of i uis «a walch ite success of theds Troject
cdepended. Scme of the paresteiszl 2zencies zre s-ong the most poweriul
inctituticns iz the Tuaisien political svstez lesner tally ENT and th

fPice of Cereals). T1ere had w2es e Terlule 0 rezcl cecords wit:
toece egencies regardiag trheir sesscasidilitias towerds ira aroject &t
tTe project agrsement staze,

Acceotance 9y e Target Population - kemy zmall far—e=s dislived
the centraiized folT 2imezen<at Gocisiom-mering that was inplicit in
tie SIDA project ceelgia. Omea2 2 T-rmer enrclled in tha oraoject, =oEt
carage—ent decisions wWire pre-ielernized Ty.oroject tectgicizns arnd
zachdrery ogerziass frm.lCCIM).  The mpiz conirsvessy Detveen ire

S £ ifleszy

broject end farzers was tze &
pructice, caorezises rers .
coel, for example, ¢f 2liminsiing fallew 2
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ANNEX G

rov. tions was uob izple-apied, Taveriheless, the lask of srovision
far consuliet!ica witl; Tarzers “bcit lend use 23 thelr own 2arns deter—ed
perticization {n the —ragra- SiZA caze By sctte formar Cte secn as .

- s Ts 9

—

3
"enother coogserative" (as forced sailectivizztion i tre
Lorthera Tuaisie),

desistanze by Lz=ge Serm

QTS 30 whe Project Arca - The SIDA project.
renresented an {net-usica 0¥ cectral aut2erity in lisel crenas of powar,
It sp2ciicaliy cregted za eltzrnative for the s=sil Jarzer not to rent-
out nis lard o g geighoring larze Pzizar dus +- ilack of capitar, In
Torvzern Tunisia, large Zarzers are terzats of six2)l farzers (unlize in
Irrigeted areas of 4sis where 3zall Tercers zra ihe teiants)., The ori-
€inal "scclal goal” of 4ne SIVA zrojeci w=s "io linit tbe ill efects of
land rentel" vy 8iving szell Turzer:; ihe 2275 L0 coerate their owm l:a-d
using colera purchased izputa, Teplemesntation of tihis go2l, hcwevear,
would reduce %he sunply of rentel lavd for iorge fera orerators, ard
Czuse them ic lcore inccrme, Ioplecantatica oy <ue STOA oroject vas con-
sequantly resisted oy ikte lerge iwiters in 3 nuster of Ereas, The lzrge
ferzers were in ¢ Tositing to effeciively oppcse araject implereniation.
deceuse they oscupied pesiticns of “ocel zutherity {ezizns, or sector
chiefs), Sinca large fsrsers it zarthern Tusicia 522X 1o expand tn
lend cree vhich thay cwltivete, ther zrs CP¥o5ed in zeneral to progreas
wrich give szail Tarmers ire megns s ¢caliave cwmer-oserstion. Scce-
times the rescurces o7 the S3 project vere Givertad onto margingl iznd
vhich the lzrge fermers wvare act interested ip atguiring, dut vhere
ihere wes pini=al Dayoil o tha use of latensifyirg ia-utis

23sntation aroblenms of tte STTA TIojsat sugzest the Tollsy:
eti

' - J K3 - . -
2. Aleguate zrovision zeecs o e —ite curiny sreject ioiplezeniaiion

Tor consuitation vitlh far—ers TEgIrding tielr Tsnzgement oreferences;
irflaxible farz nznezement plans :houlé zod e ioesed evan in neocccgeneaous

"agroclizatiz uzones”, '

3. ..d2quate supervision is neszdied %o ensure Unat icoal authorities
(cxahs) ect in tha cest interest of 4ne rrojeci, ozd cot ocut of
persomal iotlerest (zs lerga Taszers) Guring nroject i=sle=2ntatiorn,
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AGENCY FORN INTENNATIONAL DEVELOPMENTY
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JRART
SC/NE:IMiTTer: ey
2/16/78
°$OJ:VT AUTHORITATION
AND REQUEST FOR ALLOTMENT OF FUNDS
PART I1
Name of Country: Tunisia Name of Project: Smal) Farmer

Supervised Credit

Number of Project: 664-0302

Pursuant to Part I, Chapter i, Section 103 of the Foreign
Assistance Act of 1961, as amended, I hereby authorize a [oan and a
Grant to Tunisia (the "Cooperating Country") of not to exceed Six Million
Five Hundred Fourteen Thousand United States Dollars (56,514,000) the
("Authorized Amount") to help in financing certain foreign exchange and
local currency costs of goods and services required for the project as
described in the following paragraph

The project consists of establishing a revolying seasonal credit
fund for the procurement of agricultural inputs and a medium-term credit
fund for the procurement of improved livestock. The project will also
provide supervisory services end technical assistance at the farm level.

Of.the Authorized Amount, Six Million dollars ("Loan") will be
loaned to the Cooperating Country to assist in financing certain Foreign
Exchange and local currency costs of goods and services required for the
Project.

I approve the total Tevel of A.1.0. aoorepriated funding planned
for this project of not to exceed Zighteen Million Two “undred Seven
Thousand United States Dollars (518,207,000}, 3¢ wh* “ch §17,300,000 will be

Loan funded and $907,000 Grant funded including the funding authcrized
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above, during the period FY 1978 through FY 1981, I approve further
increments during that period of funding up to $11,693,000, subject
to the availability of funds in accordance with A.1.D. allotment procedures,

I hereby authorize the negotiation and execution of the Project
Agreement by the officer to whom such authority has been delegated in
accordance with A.1.D. regulations and Delegations of Authority subject
to the following essential terms and covenants and major conditions;
together with such other terms and conditions as A.1.D. may deem appropriate:

a. Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to A.1.D. in
United States Dollars within twenty (20) years from the date cof first
disbursement of the Loan, including a grace period of not to exceed ten (10)
years. The Cooperating Country shall pay to A.I.D. in_United States
Dollars interest from the date of first disbursement of the Loan at the
rate of (a) two percent (2%) per annum during the first ten (10) years,
and (b) three percent (3%) per annum thereafter, on the outstanding
disbursed balance of the Loan and on any due and unpaid interest accrued
thereon.

b. Source and Origin of Goods and Services

Except for Ocean-Shipping, goods and services financed by
A.1.D. under the project shall have their source and origin in the Cooperating®
Country or in the United States, except as A.I.D. may otherwise agree in
writing. Ocean Shipping financed under the Loan shall be procured in any

eligible source country except the Cooperating Country.
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€. Initial Conditions Precedent

Prior to any disbursement, or the issuance of any commitment
dbcuments under %he Project Agreement, the Cooperating Country, except
otherwise
as A.I.D. may/agree in writing, shall furnish in form and substance
satisfactory to A.I1.D.:
1) A request from the Cooperating Country for A.1.D. to
Procure directly the services of two technicians and
a short-term consultant to advise and assist the
Cooperating Country in implementation and evaluation
of the Project.
2) The designation of counterparts for the U.S. technicians.
3) A contract with Centre National des Etudes Agricoles to

monitor, collect data and evaluate Project performance.

d. Additional Conditions Precedent.

Prior to any disbursement,or the issuance of any commifment
documents under the Project Agreement to finance any activity other than
the technician services referred to in paragraph c. above, the Cooperating
Gountry shall, except as A.I.D. may otherwise agree in writing, furni‘sh
in form and substance satisfactory to A.I.D.:

1) Evidence of establishment of a coordinating committee
composed of high level representatives of each of the
participating Cooperating Country agencies,

2) An agreement or agreements detailing the role and

responsibilities of each of the participating agencies.
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3) Detailed procedures for the operation of the Project,
including promotional activities, pesticide utilizaton,
applicant selection and eligibility guidelines, credit
analyses and farm planning, loan processing, borrower
supervision techniques, loan collections, system for
reporting and data collections, and systems for monitor-

ing and analyzing field activities,

John J. GiTTigan
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