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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

UNCLASSIFIED
 

AID-DLC/P-2281
 

February 28, 1978 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
 

SUBJECT: 
 Tunisia - Small Farmer Supervised Credit
 

Attached for your review are recommendations for authorization of a loan to Tunisia (the "Cooperating Country")
in an 
amount not to exceed Seventeen Million Three Hundred
Thousand United States Dollars ($17,300,000) to help in
financing certain foreign exchange and local currency costs
of goods and services required for the project.
 

This loan is 
scheduled for consideration by the Development
Loan Staff Committee on Thursday, March 9, 1978, at 2:30
p.m., 
in Room 1408 New State. 
 If you are a voting member,
a poll sheet has been enclosed for your response.
 

Development Loan Committee
 
Office of Development Program
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1. SMV.ARY AND RECC=-DAI:ONS 

A. Face 	Sheet Data (See PP Facesheet)
 

B. Recommendations
 

Approval 	is requested for the folio-ing authorizations and actions:
 

Grant ............................... $ 907,000
 

Loan .............................. $17,300,000
 

(Terms: 	 20 years, 10 year grace. 2% during
 
grace and 3% thereafter)
 

Total New AID Obligation ........... $18,207,000
 

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 month basis for crop 
and animal production, and a medium-term credit fund for procurement of
 
improved 	 livestock. All inputs, where possible, will be in-kind. Credit 
for construction 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 technical staff. Custom ser-rces (either
mechanical or animal traction, and from public-or private sources) will " 

be available undLr the revolving seasonal credit fund in the form of cash 
or coupons. Supervisory services and technical assistance at the farm 
level will be furnished by field agents (Agents Vulgarisateurs) of the
 
Agricultural Service Offices in each Province. 

(2) The project will be implemented through the DPA (Division
of Agriculture Production), Ministry of Agriculture, and coordina~ed at 
the field or provincial level by existing and additional CRDA (Regional

Commissioner for Agriculture Development) technical and administrative 
staff. In-kind inputs will be supplied by OC (Office of Cereals), OEP 
(Office of Livestock and Pastures), CCSPS (Central Cooperative for Seeds
 
and Selected Plans), COSAG (Agriculture Services Cooperative of Grom
balia), and the CMF du Cap Bon (Vegetable and Fruit Cooperative of Cap 
Bon). Custom services will be obtained either from private or public
sources at borrower's option, dependent upon timely availabilit7.
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tMaterials for construction of livestock facilities will be purchased 
from local supply sources. Overall supervision of credit will be managed
Iby the ENT (National Bank of Tunisia) through a special account. However,
actual field management of credit operations rill be conducted by local 
credit committees. Each committee will consist of provincial representa
tives of the Ministries of Agriculture and Finance, BNT, UNAT (National 
Farmers Union of Tunisia), SCO (Mutual Guarantee Society), and other 
participating agencies, i.e., OC, OEP, COSAG and SONAM (National 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 collateral 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 iLl 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 

F 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 wilf-. 
then be submitted to the local credit committees for review and approval. 
Upon approval, a line of seasonal credit in-kind for the cooperating 
farmer will be established through the 3NT - with which production inputs 
as reflected in the agreed production plan can be purchased. These inputs

will include selected seeds for cereals, legumes, and forages; fertilizers; 
herbicides* and pesticides; animal or mechanized custom ser-ices (either 
public or private) ; and animal feed concentrates. As mentioned earlier,
 
credit for livestock purchases (improved local breed heifers and barbarine 

*The loan fund will not be used for the importation of pesticides.
 
Cooperating farmers will receive credit in-kind for the use of herbicides 
and some pesticides purchased by the GOT and which are available on the 
domestic market. In accordance with UD policy as outlined in the 
"Environmental Impact Statement" of May 3, 1977 and in confi_-a:ion 

.with STATE cable 002612, dated 6 January 1976, an Initial Environment 
Examination is attached as Annex B. 
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ewes) will also be available through this project. This element had not
previously (?ID stage) Seen identified for U.S. 
funding. However, the GOT
has now requested U.S. financing of this integral portion of the Pro 
ect
Proposal (See Section III, ?roject Analyses, Paragraph A. 4). 
 Credit

1or construction of livestock shelters, a major GOT contribution, willi
be available through existing, or expansion of existing complementaryGOT projects and programs. These inputs will be combined with super,visory technical assistance at the farm operation level so as to opci- ' 
Imize the various activities and practices associated with cultivation of
Idifferent crops and raising of livestock. The technical/supervisory
1personnel who will be responsible for assisting the farmer in developing)ithe farm production plan, and the plan itself, ar. crucial to the/cept and conprobably success of the supervised credit scheme.
 

Upon maximization of expected output, which could be obtainable theecond year for continuing cooperating farmers, wheat yields should in
rease 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 represent the extremes. Within t11._ 
 two, wheat yields would increase be

tween 8 and 12 quintals per hectare for superior semi-arid areas and

between 10 and 15 quintals per hectare in the sub-ht id areas.
 

(4) ith optimization of all project elements and activities,
s6E~el,6655farm units will be receiving credit for improved physical input-s 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 1 of barley,
5,800 MT of forage, 2,400 MT of meat, and 3,400 YT of milk. This outputrepresents a 100% increase in production in the project area. 
 It is
estimated that farm incomes could rise up to 355% in the humid areas. 

D. Summarv Findings 

(1) This project is technically sound in the quantity and typesof inputs to be provided. Implementation arrangements have been developed to the extent feasible and will be further developed prior toproject start-up. All inputs should be as Theavailable programmed.
proposed budget and financial plan is adequate and sufficient to furnish
expected outputs. The benef4ciar7 target group has been clearl7 ident
fied, and on 
the basis of both social and economic analysis, the project
should produce intended benefits as planned. (See Annex C "Logical
Framework Matrix"). 

*This includes an estimaed 3,585 farm units in :he 0-5 category. The
 
exact figure in this category will be established fo1Zowing the fi.rst
 
12 month evaluation.
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(2) Implementation and evaluation plans have been devisedare further described in Part 4, Implementation Planning. The 
and 

?rojectmeets all applicable statutory criteria. 
 (See Annex D Statutory check
lLs t. ) 

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 ;.n
Part 3, Project Analyses, and in Part 4, Implementation Planning. 

II. PROJECT BACKGROUND AND DETAILED DESCRIPTION
 

A. Background
 

1. The Fifth Development Plan (1977-81) of the GOT which wasrecently issued establishes directives for the agriculture sector as
 
follows: 

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

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

(c) Increase total employment, especiallyagriculture and fisheries while 
in irrigared

increasing the level of employment(reducing under-nemployment) in other subsectors.
 

Continued emphasis on investment in directly productive enterpriseas opposed to infrastructure investment is indicated, although in terms
of financial requirements very heavy inputs in water development continueto stand out. Special emphasis is 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 objective of the Fifth Plan. 

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

The goal of the Small Farmers Supervised Credit Project is consistent
with the overall planned sector goal: 
 To increase production and improvethe level of living of the rural population. The prcject purpose is :o 
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provide access to the agricultural production inputs and information
 
necessar7 to increase the level of production technology employed by a
 
significantly larger number of small and medium-size farmers than at
 
present, and to increase basic foods production in the five Northern
 
Governorates.
 

Small farmers - farming less than 50 hectares - produce over half
 
of all cereal grains produced in the five Northern Governorates, and over
 
70% 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 guaranteeing 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 operations. 

- 2. Access to several other credit programs is also limited. 
/The program of the CLCM (Local Mutual Credit Fund) which was started in 
1965 specifically for assisting small farmers is currently in serious 
difficulty, steming from limited lending capital and poor repayment, 
and is largely ineffective in terms of serving the needs of the small 

-farmer. 

Thus, there is a need for a credit program for the smaller farmers 
lif they are to participate in technological changes which earlier 
/research under the USAID-Ford Foundation-CI2t -YT 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 extension for the small farmers in the applica
tion of improved technology. Greater access to production inputs znust
 
also be provided. 

Successful implementation of the Project will require a high degree
 
of a) inter-organizational coordination among .ooperating agencies and
 
b) responsiveness by these agencies to the partic-,lar needs of a new
 
(small farmer) clientele. These organizational reforms cannot be taken
 
for granted; bringing them about must be viewed as an integral part of
 
the Project itself. The cooperating agencies were established during
 
the colonial period to service the large commercial farms. Since
 
Independence, they have primarily continued to service this privileged
 
clientele. The Project ill function as a spokesman cn behalf of its 
small farmer clientele vis-a-vis these agencies. Also i. will orient 
the Accelerated Cereals and Livestock Projects to address the small farmer 
as the potential adopter of technical innovations. To the extent that 
organizational reforms are achieved, small farmers who are not partici
pating in the project also will benefit.
 

The proposed project is designed to be at once resrponsiVe -to the
 
needs of the small farmers in terms of credit, technical support, and
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access to production inputs through a program of superiiied *credit.
 
In terms of the GOT Fifth Plan objectives, this project will contribute 
directly to the highest priority objective of increasing 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 poorest 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 technical services and, as a result of this 
combination, increase the number of small and medium-size farmers employing
higher levels of production technologies. Pioper employment of this
 
tXchnology 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 committee
 
for review, and upon approval, accepted by the BNT in lieu of other
 
bankable security. The production plan, which would vary in terms of
 

(input mixture from farm to farm, would incorporate technical improvements
:uch 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 management,
ietc. The farmer, with supervision and technical assistance provided 
through the area CRDA, would be responsible for the intended application

of inputs. In-kind inputs would be available from public and private sources. 
(For example, seeds and fertilizers from the OC, traction services from 
SONAM or private and commercial operators, or construction supplies from 
private enterprises.) Cooperating farmers would draw upon a complementary

DPA program to obtain credit for construction of livestock facilities.
 
Recommendations for the livestock element would also have been included
 
in the farm 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% inclusion at
 
the end of four ygars. Some 20,000 MT1of seeds, 75,000 XT of fertilizers,
 
15,000 MT of animal 
 feeds, and 2.7 million hours of custom serv7ices will 
have to be mobilized - as well as 7,500 improved local heifers and 25,700
Barbarine ewes, in addition to a loan fund for the construction of livestock 
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shelcers.* This element is of relatively less importance as many farms 
have rudimentary livestock facilities, acd-ey-_ construction will consist
 
mainly of improvements and addition to existing sheters, I ersonnel
 

(6nie~-- 3field-aj7i f6-ad7mins-rati~ve/c'er'icai sta-ff;, 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 Analyses, Section 3, Financial 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 100% 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.** 'Whilevarying 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 Output 

The Project does not provide for assistance to participating farmers
 
in the marketing of their outputs. Tunisia is currently 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..- hypothesis is advanced despite the fact that an FAO/SIDA
assisted cattle production project currently is operating in northern 
Tunisia on the assumption that the marketing system is the binding 
constraint on increased livestock production. The Project will have to be 
monitored in light of the contentions about defects in the marketing 
system of FAO/SIDA project designers. if livestock marketing proves to 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 project.
 

2. Demand for Labor
 

Farm budget costs do not include labor, as most labor is provided by
 
family members and because the project is designed so as to maintain 

*Not including quantities required by the addition of -the 0 to 5 heccare 
category. 

**Not including the additional production from the 0-5 ha category of
 
farmers.
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the same manpower ratios. 
 Increased use of labor for livestock production will be off-set by decreased use of labor for cereal production.
It is intended that greater use of mechanization will free labor for
animal husbandry, weeding and forage--roducion.. . 

To the extent that farmers substitute mechanization for animaltraction and intensify livestock, and forage production, labor displacements or shifts in labor use will occur.
tinuing to 

However, for those farmers conuse animal traction as well as intensifying production activities requiring labor use, the demand for labor will show a net increase.The demand will be by fulimet more employed family andlabor throughlocal labor supply markets. The opportunity cost of labor is undoubtedlynot zero, but it is low. 
In many areas of Northern Tunisia, unskilled
farm labor is available at less than the minimum legal wage rate of
1.2 TD per day. The productivitv Of labor using intensified inputs
for livestock production, except around Tunis, is greater than both theopportunity cost of household labor and the prevailing wage rate. 
 Thelabor to carry out intensified production activities should thus be forthcoming. 
 On the other hand, the increased implicit and cash labor costs
will probably not be great enough to detract from the projectIs attractiveness 
to smaller farm operators. To the extent that hired labor is used,
benefits from the project will be passed on 
to landless workers who constitute an element of the poorest segment of the rural populace in

Northern Tunisia. 

3. 
The project will not control its own fleet of machinery
through SONAM (formerly COCEK.-CORLMO), the state tractor station
agency. There is 
an 
active custom machinery services market in northernTunisia 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 exis-ting Tunisian tractor fleet is
being used at only 65% of capacity. 53% of the total Tunisian tractor
fleet (11,900 in 1975) is owned by farmers having less than 100 hectares
of their own land. 
They have the capacity to perform custom services
for neighboring farms after they have finished their own work. Duringthe 1975-76 crop year, 88% of the farmers in northern Tunisia using
tractors rented fromthem custom services ooerators. Only 7,820 of the63,650 farmers using tractors had their own. 
Most project participants
will probably come from the group of farmers who are 
already renting
custom machinery services. For instance, it is estimated that even thosewith only 5 to 10 hectares presently use from 26-42 hours of machinery
services annually. 

The cost of custom machinery services from private operators hasbeen no more and frequent17 has been less, t.han serv-ices purchased frcm 
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the state tractor stations. Furthermore, custom services from private

operators are 
generally available on a more timely basis than from the

state tractor stations Secause the privately-ownedwidely dispersed throughout the tractors are morecountr7-side•cations between This facilitates c.ounithe farmer and the custom services operator, andduces travel costs for the equipment. it reoperators Aso, private custom serviceoften willingare to perform customFinally, services aon credit basis.the purchase by ploject participants of custom services fromprivate operators will enhance the acceptability of the project at the

local level. 
 It will mean that a 

local entrepreneurs 

public agency will not displace private,
as 
the result of the project.
 
4. The project seeks to extend an existing Tunisia-tested techeffectiveness of the proposed te:hnologvy has been demonstrated through
 

nology to a larger number of small and medium-sized farmers. 
 The
 
use over several years on thous;-:nds of hectares.
 

Improved production of
herbicides; and appropriate tillage has been 


:ereals, employing selected seeds; fertilizers;

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
also been widely demonstrated and is being accepted. 

scavenging has
basis and innovations for which credit is 
Thus, the technical
 

to be provided are well
established.
 

Present livestock productivity is very low for cattle (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.
 

Implementation of the project should increase average meat and Milk

production up to 150 kilograms and 175 liters, respectively
These increases would be obtained through per year.
a feeding program the use ofutilizing quality forage produced 

improved breeds,
on-farm andmented by feed concentrates purchased through the revolving seasonal
 

supple
credit fund, and 

maintenance, 

improved husbandry practices, i.e.,
good sanitary conditions, proper care and
rations. This adequate shelter, andtype balancedof stock farminggiving will producemore milk and a healthierproducing animalmore beefLivestock would - over a shorter.time-span.be sold earlier (9 to 10 monthsmonths for .abs) and for cattle andat a heavier 4 to 5is estimated that the proportion 

weight than marketed previously.
production could be up 

of additional value derived 
It 

to 50% in the humid area and up 
from anial 

areas to 39%(see following in the aridtables, this section). 
The crop and livestock production program are based on 
and efficient land use and production strategy. a more rationalThe Farm ?roduct.ion Plan, 



which would vary from farm to farm, combines the use of improved inputs
and proper management to increase 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.rise in productivity will be obtained 
The 

from the use of selected seeds;proper seedbed preparation; use of herbicides and pesticides when alternative protection activities are deemed insufficient; fertilizer application;
proper tillage; and employment of machine or animal powered traction forplanting, harvesting, spraying, and other application on a timelybasis. Wheat yields are expected to rise to 25 quintals per hectare inthe humid and sub-humid areas, and up to 20 and 15 quintals per hectarein 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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5. Sizes of Loans
 

,Since the project is purported to be a Small Farmer Supervised Credit 

Project there should be strong evidence that the project will, in fact,
 

reaah the small farmers for whom it is being targeted. An analysis of
 

statistics relating to the various classes of intended small farmer
 

beneficiaries (as indicated by the number of hectares farmed) provides a
 

basts for the conclusion that the project has a very strong small farmer
 

bias. This information is summarized in the following table:
 

FA.R4 AND LOAN SIZE PROJECT SUMMARY 
FOR ANTICIPATED B3NEFICtIARIES OF THE PROPOSED
 

TUNISIN SMALL F.k- E SUPERVISED CREDIT PROJECT*
 
;All farms 

SIZE RANGE (HA.) (0-5)** (5-10) (10-20) (20-50) (0-50)
 

Ave. Farm Size in Range (HA.) 3 7 12 31 10
 
3,585 2,760 4,033 1,287 11,665
Number of Farms 


Percent of- Farms in Range 30% 24,Z, 35% 11% 100%
 

Loan Volume for Range ($iil) 2.6 5.7 10.3 9.5 28.1
 

9% 20% 37% 34% 100%
Percent of Loan Volume for Range 

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
 

*Calculations based on research conducted by the Tunisian National 

Center for Agricultural Studies (CNEA) as reported 1n the publication, 
"PROJECT DE CREDIT AGRICOLE" UNDP/FAO 7-N 72/004, ay 1977. Figures 
have been rounded. 

,**Computations for the 0-5 ha. group were estimated based on factors
 

utilized in the study and related to an incremental revolving loan 
fund amotnt 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.
 

***Based on exchange rate of I Tunisian Dinar - U.S. $2.30 



- 16 -

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 
low 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 distribution of 
The project designrainfall are some of the other relevant factors. 

reflects this difference in factors affecting income in that farms are 
grouped according to size in each of four distinguishable bioclimatic 

A tabular summary of the number of anticipated farmer beneficiaries
zones. 

within each size range in each bioclimatic zone is shown in the following
 

table'--, 
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The average size of loan for all of the 11,665 farmers expected to be
 
included in the project (8,080 originally planned, plus 3,585 added for the
 
less than 5 hectare category) amounts to T.D. 1,047 (U.S. S2,409) 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 farms)
 
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 percent of
 

the beneficiaries and 20 percent of the loan volume. The 4,033 farmers 
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 to have loans averaging 
T.D. 3,209 accotmting for 11 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 on 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 loan portfolio by
 

farm size group will be the result of the individual loan decisions. If 
the loan portfolio is to be heavily weighted toward the lower end of the 
farm size scale as oprosed to the larger-small farm end of the scale, there 
must be a conscientous and continuing effort to identify and service 
potential credit -worthy "smallest of the small" applicants. The project 
will attempt to establish the level of effective demand for the smaller 
farmers. USAID's proposed $211,000 grant for administrative support :,f 
the estimated incremental costs of servicing the less than 5 hectare 
component of the small farmer loan portfolio is intended to facilitate
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participation by credi-;orthy farmers from the "smallest of the small" 
group. In the event that 
the size of the revolving loan fund proves to be
inadequate to service the effective credit demand for the "smallest of
 
the small" and the "largest of the small" farmers, then priority is to be
given to the smaller applicants. The early and continuing character.of
the project evaluation effort will monitor this facet of 
the project

with a view toward bringing about prompt adjustments in the event that the
 
effective demand of the 'smallest of 
the small" farmer applicants is not
 
being satisfied.
 

6. Price Policy
 

National policies affect directly and indirectly the prices of most"
 
inputs and all outputs connected with the Project. Cereal's'and-livestock
 
price policies are the carried out through the Office of Cereals, the Price

Stabilization Fund, and the Societe Ellouhoum (the meat marketing board).

GOT price policies should not prove to be a deterrent to successful
 
execution of the Project. 
During the past 10 years, the price of durum
 
wheaft has been raised from about 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 production and inflation.
 
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), and that the subsequent

lower price may reflect the long-run equilibrium. Also, feed concentrate
 
prices are subsidized, and, for many small farmers, livestock is a joint

projtect involving few additional cash outlays.
 

7. Interest Rate
 

Tunisia's agricultural lending interest rate policy has been and continues
 
to be the concern of bilateral donors and the World Bank. 
A 6 percent

onlending rate for small farmer loans -was established in 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 for the first time in
 
1978. 
The GOT has taken a firm position that it is not prepared to in-crease
 
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 been tied to Tunisia's traditional
 
piecemeal approach to agricultural credit. Under the piecemeal approach

Tunisia does not have a firmly-established agricultural credit policy. 
The
 
result has been a multiplicity of credit ins:ituations and programs which
 
have been directed toward the needs of the various target groups. 
Landing

terms and interest rates have traditionally been soft and there has been
 
diversity between and among the various sources of credit.
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Low interest rates have fostered zapi:a7 -intensive investents and
 nave mot resulted in the generation of adeCuate eplov-e-" opportunities

in the rural areas thus contributing to migration to the cities. The

liberal credit policy has also had a negative impact on the GOT budget due

to the subsidization 
of interest rates and the grant character of someloans. The flow of funds into small farmer lendimg schemes has not beenencouraged through a higher interest rate rate structure. 
The low rates

have contributed to the disincentives for small farmer oriented institutional
 
credit programs. 

Tunisia has no intention of raising its small farmer loan interest
 
rate above the 6 percent level at 
this time. Insistance on a rate in
 excess of 6 percent f6r this project could be expected to result in theabandoning of the project and the impeding of small farmer development

efforts. There is insufficient leverage in this project to force an
upward revision in the onlending rate. As a means of encouraging futureupward adjustments and to maintain a co=cn position with the World Bank
the interest rate structure will be included in the agenda of topics to
be addressed in the scheduled periodic project evaluations.
 

8. Other Donors 

:In 1976 the World Bank (IBRD) approved a U.S. $12.0 million equivalent

loan for a second agricultural credit project to be administered by the
Banque National de Tunisie (BNT). This loan did not become effective
until July 1977. One of the components of this project involved 83.9 million
for medium term onlending small farmers forto a variety of medium-term 
purposes including the purchase of dairy heifers and draft animals and forthe construction and improvement of irrigation wells and facilities. In
addition funds from this category would be used to finance aquigI
ntL for

service cooperatives and Societe National de Motocuj.ure (SONA) to enable
 
these entities to provide small farm ers-w it. custom tractor and harvesting
services. As of the end of 1977 no sub-loans had been made under thcategory as appraisal and supervision procedures were still being developed

by BNT. The project is not envisioned as a supervised credit project andis not restricted to dryland farming. it was envisioned that 660 loanswould be made to small farmers most of whom were expected to come from the
Northern part of Tnisia, the northeastern coastal areas and from areas
surrounding the larger population centers. Under the project a farmer wouldnot be eligible for loans on the 6 percent concessional terms and grants ifhis annual farm income should exceed T.D. 600 and BNT would check to be 
sure that agriculture provides the main scurce of beneficiaries' income.
As another check to provide assurance that credit on concessional terms
is extended to small farmers who nothave had access to adequate
institutional credit, farmers would not be eligible if they had received more than T.D. 5,000 under concessicnal credit terms from FrSDA and similar
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funds. 
 I3RD financed sib-loans would not exceed the difference between the
amount of concessionary credit received and the T.D. 5,000 upper limit-.
 
Under the iBRD financed project the GOT wduld pay to BNT a compensatory
commission equal to 3 percent of the portion of outstanding loans financed.
The commission is intended to 
cover BNT's project related costs and allow
for the estabilishmen: of 
an adequate reserve for bad debts. 
For small
farmers BNT would be onleanding its 
own funds in blend with 13RD funds but
would have partial recourse 
to GOT in the case of non-repayment of loan
installments one year after due. 
 BNT would assume 10 percent of the
default risk on loans granted during the first two years after IBRD loan
effectiveness and 25 percent later on.
 

No potential conflicts were apparent between this World Bank financed
undertaking and the proposed AID financed Small Farmer Supervised Credit
project. 
 The World Bank official with whom AID proposal "as discussed
indicated support and stressed the desirability of maintaining a common
small farmer interest rate at the 6 percent level and other 
common terms
whenever 	possible.
 

B. Financial Analvses and Plan
 

Project Costs
 

The following table sumarizes the financial plan for 4 years. 
 The
largest U.S. contribution will be a $17,300,000 loan to 
establish a
revolving capital fund from which supervised loans will be made to
small and medium-size fasm operators in the project area. 
eligible
 

After the first
year, and on a yearly basis thereafter, GOT has agreed to reimburse the
fund for any depletion of the fund as
repaying 	their loans 
a result of farmer borrowers not
as agreed. 
For budgetary purposes, 
the amount bf
20% advanced 
to farmers during each year is estimated as a reasonable
amount of reimbursement necessary to keep the fund from being depleted.
 

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

1. $544,000 for two resident U.S. 
technicians for 4 year terms,
and two U.S. short-term consultants (6 person-months).
 

2. 
$211,000 for administrative support for the 0-5 hectare farmersportion of the lending program (10% of total administra
tive costs). 

3. 
$ 52,000 	for administrative support for regular surveys and 7ro~ectevaluations by "Cantre National Des Etudes Agricoles" (Ca). 
4. 	 )$100,000 	for trai.ning and project support. 




PROPS= FMANCIAL PLAN (Disburzsenents) 
(U.S. PO) 

S 	 TA .F 78 . 79 FY 80 1.Y'82 

U.S. Contribution -	 : : :l •3 	 •
 

1. 	 Revolving ?. d for Short-Term Seasonal : 
Crop Loaes 13,200 : 2,42 2,442 :4,884.: 3,432 

2. Revolving 'Fundfor Medium-Term Livestockand Small Farmer Equipment Loans 
: 
: 1,100 

: 
558 558 1,116 1,868 

3. 	 U.S. Resident Technicians (2) 4 years 500: 150: 140: ., 105 : 105I 	 . . .. 

4. U.S. Consultants (6EM) - 4 : 20 	 2 

5. 	 A-ministrative Suport for 0-5 ha. : : 
Far-ors (10% of Administrative Costs) : 210 : 1 : 33 : r7-: L. 

3. 	 Technical Support for periodic Project : : : : 
Evaluations (CiA) 52 10 10 L-?: 

T.T-.ining .nd Projct Support (44 PM)- 100: : 2 :2 255: [ 25
 

TOT-AL U COirR i[T~IO. fl'8, 23 " 6 g:3; 28 5,468_' 

'OWContribution - 56.9% 	 : : 

L. -und for mediL.n-term livestoc- shelter : : : 
construction loans 7,581 1,137 : 1,137 : 2,274 : 3,033 [ 

.d.n for o ua-term livestock purchase : : :
 
loans : 3,010: 508 508: 1,015: 979
 

i.Adninistrative Costs*: 	 2,108 : : : :449 386 54 729 
(FPrsonnel) : (1,721): (307): (342): (14 : (611)
(cuient &Oerations) : (3587): (142): (4): (86): (1114): 

Contingency and inflation Costs : :
 
(10% of Project Cost) : 3,078: 529: 518: 1,0014: 1,c27
 

,. aintenance-.qf P.pita2.for the revolving : - ... . 
8,2: 64: T7 ...._
.un1 -: 


*9T_ 2,572 : 3,620 
TOTAIL GOT CO-MRUM 4,0 3,6 --.3-738 72,A09 -9,3 

CT T0T-A-a 42,207: 6,S71:!-'146:;13,634-'14,8 5 6 J 

-Includes.Trust Account und.s.

*7artion related to medium-term 1 i'¢estock loans will actually occur in later years but is 
shwa. here in same year as that in which loan was =ade in order to sL-liziy tabular pe
seztation wh'le still accurately .relecting real GO. contribution. 

http:aintenance-.qf
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The planned complemtent of U.S. funded technicians is needed for USA!D
 

to properly monitor, supervise and guide 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.
 

The administrative support for ea! ea 
y-aea"-uvs__and
aua
tions of the project is considered important for a program of this nature. 

-Thfswill replace the customary 2 year evaluation. This activity will be 
carried out by CNEA, the same research organization that developed thW 
Project proposal. They have the staff and expertIse to carryout"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 withpro~Jects 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 GOT contribution is mostly self-explanatory and includes adminis
trative costs of the project, except the 10% for 0-5 hectare farmers pro
vided by 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 following sentence: "The
 
BNT through FOSDA will finance medium-term credit for livestock procurement."
 
During the course of discussions with GOT officials in conjunction with
 
the preparation of this ?P, 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 $&.1 million
 
(see item 2 of FLNANCIAL 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 component would eliminate the justification for the project. In
 
addition, the project is viewed as 
a very important complement to the
 
Accelerated Livestock Production and Livestock Feed Production and
 
Utilization projects. In view of the importance which GOT and mission
 
place on this project the conclusion was reached that the GOT should make
 



suitable arrangements , provide a $7.581 
m'llion fund "or medium-term
 
livestock shelter construction loans a.'1 
 that AID should be requested toincrease its proposed loan by $4.1 million to 
provide the revolving

fund for medium-term livestock purchase loans.
 

Over a four year basis U.S. contributions amounted to '3." and GOT
56.9% of the total cost. Over a 4 year basis the U.S. contribution will
be $18,207,000 and GOT $24,000,000.
 

After the 4th year 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 t:I the GOT for construction of livestock
 
shelter may not materialize -.s expected. Nevertheless, the minimum GOT
 
contribution of 25% should be easily exceeded.
 

C. Social Analysis
 

< 
 1. The target group, or beneficiaries, consist of operators of
/ 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'come distribution of the Tunisian population. The average farm family
o the target group has a net income from farm activities of 385 TD. The
 average rural Tunisian family consists of 6.5 persons which means a per
capita annual expenditure of less than 60 TD. Of 
the total Tunisian
 
population, approximately 81% have an annual per capital expenditure
greater than 60 TD. 
 Only 12% of the target group falls above the lower

40% 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 income 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% behind the 
revenues ofthe 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. 

(b) Thi beneficiary group represents the poorest strata of
small and medium-size operators. 
The low average income of this group

has been caused in part by its exclusion from formal credit and marketing
services. In addition, it is on 
the smaller farms that the gap between
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Potential and actual yields is greatest. 
 It is, therefore, 'the smaller
fiarms that represent the most potential for productivity gains.
 

(c) Benefits of thismate target group, project accrue directly to thealthough it is anticipated that farmers ultiother thanthe 11,665 to be included under this project will adopt certain aspects
of the technical package. The target
Cl) 

group will as a result of combininga line of production credit, (2) access to improvedtechnical assistance, inputs, (3)' regular(4) farm production plans, and (5) newa level ofproduction technology, be able to diversify and intensify on-farm production and increase farm 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 from considerable consultant assistance
in the organizational format and the social soundness analysis. 
Random
samples of potential participants revealed general agreement and positive
response to the project objectives. Reaching the 
target population of
1:1,665 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 landowners.
the landowners Many ofare small farmers who forceddue to a to rent out their landcredit constraint 
are 

(both production and consumption). Any projectwhich gave credit to small farmers would tend to reduce the size of larger
holdings that are highly dependent on rented land. Such a project wouldconsequently be opposed by the large farmers.
 

There are, however, a number of reasons for believing that large
farmer opposition will not prove to be an insurmountable obstacle
implementatiou. to projectFirst,
their land to large 

many small farmers are not currently renting outfarmers. Reaching them with project benefits wouldnot threaten the interests of any large farmers.
be exhausted by simply 
?roject resources couldfurnishing resources 
to small farmers who are
currently owner-operatcrs. Second, many farmers who rent out theirsmallland did 
so because they have superior off-farm income opportunities.
would not be interested Thein resuming owner-operationwere made available to even If improved inputsthem on credit. Consequent!y, 
the large farmer to
whom they rented their land would not be threatened by the mere availability
of credit for them. 
Third, large farmers undoubtedly prefer renting land
from landowners having more than 50 hectares, and they might, therefore,
be indifferent to 
a program which

smal farmers. Finally, regiocal 
restricted :.he availability of credit toauthoritiesfarmers to acquiesce to 

might force the la-geproject implementation in their area. The large 
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farmers are undoubtedl. influential at the local level, but 'they do not 
have the "last word" regarding program implementation. in certain 
instances, regional authorities will overrule large farmer objections to 
project implementation. However, small farmers and the rural poor
generally will not be made worr_-off even where large farmer objections
 
are sustained by regional authorities. Women 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 "premier responsable"

or "ms 'ul usl"). Situations of collective decision-making, such as service
 
cooperatives, are seen as engendering factionalism within the community.

By not creating collective decision-making structures, the possibility

of group conflict is diminished.
 

Given this Lultural disorientation towards collective decision
making, one should not expect genuine service cooperatives to emerge

spontaneously in rural Ttmisia. 
The project takes the approach of having
services provided to participating farmers by parastatal agencies and
private machinery owners. Given the cultural constaint that appears 
to 
exist in setting up institutions of collective decision-making, this
 
approach rather than that of service cooperatives appears to be justified.
 

D. Economic Analysis
 

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

A comparison of projected production increases shows that output

could increase from some 420 in medium semi-arid zones to 240% in the humid
 
areas. 
 Incomes, i.e., gross value of produc:ion less charges for inputs

are shown to increase in
a range of 24% to 71% for the medium-semi-arid 
zone to 230% to 353% for the humid area. These projections assume 100%

attainment of expected output by the second year and optimum production

conditions. The additional short-term risk (seasonal production cost) for
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most cooperating farmers will range from about four-fifths to
that of present risk. twice
Average costs for all farm models will increasesome 96% while incomes will increase approximately 127%.
 

The internal rate of return was calculated over a ten year period.
All costs related to project implementation are taken as charges aginst
the project. Benefits were taken as
increases resulting from the project. 
the valup of anticipated production 

50%. On this basis the LRA is aboveSubjected to a sensitivity analysis where project output amounts
to only 75% 
of project increase, the I.R fallp to 34%. 
 Supposing that
outputs reach only 75% and that project costs rise 10%, the IRA still
remains acceptable at 27%.
 

Value added was calculated on 
the basis of aggregate cost and production projections of cooperating farmers.
to meet 75% Future outputs were assumed
of projection levels during the first year and 100% during
the second and subsequent years. 
Labor costs were not included as
project is designed so that the
the manpower ratio remains the same and because labor needs are usually supplied from under-utillzed sources within
the family. 
On this basis, the annual added value in 
a typical year (the
fifth project year) amounts 
to some 
7.5 million TD on an average added
value of 71 TD per hectare.
 
E. Repayment Prosects
 

Tunisia's external debt profile, including the maturity structure of
the debt, has improved considerably in recent years comparedI with the
situation prevailing in the 1960s. 
The share of outstandi:.g official
loans, obtained on relatively concessionary,terms, had increased continuously, and by 1975 it accounted for 82% of the total cutstanding debt,
while the level of outstanding debt from private foreign lenders had
declined correspondingly. 
According to preliminary data, the more accelerated increase in the outstanding debt in 1976 was accompanied by atractional decline in the share of outstanding official loans; for 1977
the proportion of these loans in the total is projec:ed to decrease to76Z.
 

Tunisia's outstanding medium and long-term official external debt
increased by an average of 
83% annually between 1973-75,
and is expected to accelerate further in 1977 and after as 
rose 18% in 1976,
 

foreign borrowings to the need for
finance the new development plan increases.
bulk of the commitments entered into during the period 1972-76 were
The
 

official loans, including those from intarnational agencies.
a decline of new commitments in 1973 and 1974, the amount of 
Followizg
 

contracted in 1975 rose new loans
by 97% and by 50% 
in 1976, reflecting the increased
needs for foreign borrowings for the execution of the old (1973-76) and
the start of the new (1977-81) development plans. However, :he average
 



terms and the grant element of the new ccmmitments have remained 
extremely favorable. While the proportion of new commitments in the 
longer maturity ranges of over 10 years had declined somewhat, from an 
average of 94% 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 15-years category contracted on very 
concessional terms, with maturities of between 30 to 50 years. At the 
same time, Tunisia also continued to benefit from favorable average 
interest rates (4.02% 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 20% at the end of the 1960s, declined steadily to 8.2% in 
1974. With stepped up amortization and interest payments, 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 goodF and services beyond 20% 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. I2PLAENTATION PLANNLNG
 

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. BNT, through its agencies in
 
the project areas, will have the responsibility for receiving farmer loan
 
applications which have been properly prepared by a project agriculLural
 
agent and processed through a mutual guarantee society (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.
 

*LNEF, "Tunisia-Recent Economic Development" dated 5/26/77.
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Borrowers whose loan applications have been approved -ill be atthorized
 
to obtain the agricultufal inputs as planned. The BNT -ill 
 then reimburse
 
suppliers of agricultural inputs and services. 
BNT will be responsible for

collection of individual loans and will work closely with the respective SCM
and the agricultural agent in this regard. 
 Rep-ayment will-be-mde toBNT..
 
Personnel assigned to the area. 
Mobile banks may also be available at
 
local markets on market day to receive collections.
 

All collections, principal and interest, will be added to 
the revolving

fund as received. 
BNT commission charges of 3% of disbursements fQr

providing banking services will be deducted once a year from interest
 
collections. 
 The BNT will provide a monthly detailed report to CXF"A andthe central office of coordination for small farmer credit program 'con
cerning status of all borrower accounts, number and amounts of diskursements,

number and amounts of delinquent loans, amounts of interest and principal

collections, status of revolving capital lol.n account, comments on

Qperating and collection problems and a sumary of the progress of:the
 
banking aspect of the project. 
The history and background information on
 
BNT is covered under Annex E, Intermediate Credit Institution.
 

An office of coordination for the small 
farmer credit project will be
 
established to coordinate the various aspects of this project. 
Representa
tives on the coordinating committee will come 
from a new division =nder the

Ministry of Agriculture called "Directorate of Assistance to Small
 
Farmers" Division of Agricultural Production, and BNT. 
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
ministration of the project, except for the banking services. 
 This in
cludes recruiting, training and supervising agricultural personnel; pro
vision and maintenance of equipment, supplies, and materials; provision

of overall operating expenses; reporting on progress of field operations
 
:to the coordinating committee; etc. 
 Presently a reorganization of the
,inistry of Agriculture is underway. 
 Such changes are noc anticipated to
-affect this project adversely. Indications are that the new organization
 
swill focus more on the problems of the small farmer.
 

Other organizations involved in the project are:
 

(a) Office of Cereals: This is a semi-autonomous organiza• ion which provides improved seeds, fertilizers and weed and insect control.
 
-chemicals to 
the rural areas. :t is also the official purchaser of wheat

-and barley from farmers. 
 This office will work with project personnel to
 
,ensure that adequate seeds and other materials are available when and where

:needed. It -will also assist the 3BNr in collection of loans by deducting 
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the amount owed BNT from seller's product before paying the seller for
 
his grain.
 

(b) Office of Livestock and ?astures (OEP): This is also
 
a.semi-autonomous organization under the divisicn of agricultural produc
tion. It is involved in livestock research, development and multiplica
tion for all Tunisia. The OEP will provide improved livestock for borrowers 
of the project and assist field agents with forage development on borrower's 
farms. Officials of OFP indicated they do have adequate improved livestock
 
to meet the needs of the project. 

(c) National Union of Tunisian Farmers .Lr.AT): This is an 
independent farmer organization similar to the Farmers Union or Farm 
Bureau in the U.S. It claims to have a membership of 200,000 which has 
at least doubled since 1975. Basic objectves are to defend the interest 
of farmers and act as a spokesman for farmers when dealing with the govern
ment. It has a pyramidal organizational structure with a central office 
in Tunis and provincial offices at the regional, 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 obtain better 
production. It has pledged to give cooperation to this project including
promotional assistance, moral support and reinforcement for the collection 
of loans. 

(d) National Mechanized Farming Company (SONAM): This is a
 
semi-autonomous organization established to manage a system of farm equip
ment custom' ork services to farmers. It has 21 branches with workshops 
throughout the country and about 200 tractors with a variety of attach
ments for the different types of farming. It"is estimated that SONA.M cns 
about 5-_7% of the farm equipment in Tunisia. 

The initial project proposal included plans to finance an expansion
of SONAM " ith tractors, related equipment and improvements to existing 
workshops and addi :ion of some new ones. However, GOT has not obtained a
 
source of fnancing for this input. 

After con.iiderable study of this situation it was determined that there 
_Ew 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 to hire machinery could find 
it in their reasonable vicinity. On this basis it was not considered vital 
to the project if SONAM was not expanded as planned. This point s.further'addressed in the technical analysis, Section :1i. A. 3. 

(a) Mutual Guarantee Societies (SCM): The SCM was legally
established pursuant to Act No. 73-80 of December 31, 1973 and decree 
No. 74-853 of September 4, 1974 establishing the status and decree 74-212
 
of March 25, 1974 setting forth the conditions for enforcing the act.
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Its basic objective-is to 
provide encouragement
by guaranteeing loans provided to 
to expand farm cedittheir members by a credit institution.Each society is organized on its own without relation to other societies.
The Ministries of Finance and Agriculture are responsible, each as far as
it is concerned for the enforcement for the decrees.
 

The SCM's 
are not subject to the registration requirement in the trade
ragister and cannot own any property except that n.eded for its operations.
Membership share is a minimum of 5 TDminimum each and a society mustshare capital fund have aof 1000 TD before beingThe legally established.share capital fund cannot be reduced below the original $2,300 through
withdrawals by members. 
 Membership is limited to small and medi=-size
farmers. 
 If a member becomes larger than a small or medium-sized farmer
he can no longer participate as a member.
 

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

SCM's work in conjunction with local farm credit co=ittees composed of
some 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 ENT.
 

(4) President of the respective SCM.
 

(5) Representative of 
the local UNAT.
 

(6) Representative of the Office of Cereals. 
Loans are granted to 
S"-M members whose loan request have been approved

by the respective local farm credit committee. 
The committee decisions are

stitutes made in writing and a majoritythe final decision. vote con-In case of a tie, :he committee chairmanhas a vote. After a committee has approved ation involved (BNT) will obtain a 
loan, :he bankiag istitumortgage on crops as well as on allnatural and industrial products of borrower's farm. 
'rop insurance against
hail and fire will be obtained. 

Under Article 1 of the Decree, the cooperating bankiagwill develop more institutiondetailed procedure in an agreement with the Miaistr: 
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of Finance. Such agreement will deter-ne in particular the conditions of
 
the intervention by the banking institution as well as the guarantees
 
given the latter by the state. In this regard BNT has described their
 
agreement with the Ministry of Finance in a BNT circular dated Decem
ber 4, 1974. In sumary, this agreement states that BNT and the SUM will
 
make every effort to collect all loans. Those loans determined
 
unrecoverable after the second crop year -willbe assumed in the following
 
manner.
 

5% by the BNT 

25% by the S " from share capital fund
 

70% 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 f"und each year for losses from non-payment of loans extending
 
beyond two crop years.
 

BNT officials stated they have worked with the SCL. system 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 year providing
 
yields are adequate.
 

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

In principle, if the SCM has to make up losses from its share capital
 
fund, the fund may drop below the 1000 TD ($2,300) minimum required for
 
the SCM to be legally recognized. in this case none of the members would
 
be eligible for further loans until the share capital fund was restored to 
the 1000 TD minimum level.
 

2. Role of A.I.D.
 

The basic role of AID in the implementation of this project is t-;ofcld:
 

(1) Provide a revolving capittal loan fund of $117,300,000 for 
making super-7ised agricultural credit loans to small and medium-sized farm
 
operators.
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(2) Provi; technical assistance and a minimum 'amount of
budget support to assist -he .M.inist-y of Agriculture and the B7 with the
detailed oragnizational plans, traninz_ of personnel, monitoring of credit

operations and making periodic evaluaticns of project progress.
 

"he success of this project will depend more on the way it is managed
than any other aspect. Similar to most supervised agricultural credit programs
this project has a complex operational structure. It involves considerable

coordination among several organizaticrs and at least two ministries: (refer
to the organizational diagram Annex A). 

Many organizational and operational details including policy decisions
 must be dealt with as the project develops. This is where U.S. technical

as'sistance 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 more experience and knowledge about project
 
management.
 

What i, the likelihood that this Project "w-ill be managed more success
fully than the SIDA Project? in assessing the prospects, one may be

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. 
 Certain 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 number of specific recommendations were made that could
 
be put into effect from the beginning of this Project.
 

Predictions of the performance of this Project should take into account
 
the following considerations:
 

a. The Project staff' will not have direct line authority over the
parastatel agencies (BN&T, 
OC, OEP) on 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 Project's mamagement problems were caused

by the deficient performance of SONAM (formerly COCMO). 
Unlike SIDA,this Project will not rely on SONAM as the exclusive suppiier of custom
machinery services to participating farmers. 

c. The capability of the extension staff adequatelyto carr-r.out a supervised small farmer credit project is the most important unknown
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factor on which the successfil performance of the Project depends.
 
This area represents the greatest potential for institution-building by
 
the Project. 

We shall next 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 OF.P 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 stations. 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 equipment, 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 ser/ices markets "-ill eliminate many of the management problems

that plagued the SIDA Project.
 

c. The Project proposes to maintain a high intensity of extension; 
one "adjoint technique" per 100 part.cipating farmers is foreseen. This 
quantitative target can undoubtedly be achieved. The uncertaint7 at this 
point concerns the quality of extension work. This is a supervised credit 
project. Many Tunisian agrizultural workers have a =ore directive under
standing of "supervision" than many farmers will tolerate. Farmers are 
unlikuely to participate in the program if it means having to accept a 
farm management plan that is contrary to their preferences. Extension 
agents will have to be impressed -with the necessity of taking farmer's 
preferences into accoun=t in formulating far management plans. This will 
be difficult to accomplish since Tunisian agricultural workers tend to 
be convinced that small farmers especially are ignorant, and that trained 
technicians can make better management decisions. A: the same time, if 
the Project contributes to bringing about a relation of mutual underszanding 
between private farmers and agriculcura-. te-0n-.zans, it will have far
reaching beneficial effects on the entire range of development activities
 
in the agricultural sector. 
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The multiplication aspect of this project is its most important

characteristic. The GO is already looking ahead to expansion of the;
proiject to include an additional 10,000 small and medium-sized farmers 
once 
the project is operating successfully. Replicability is likely to
be in the smaller farm units gaining from the experience provided through
the implementation of this project. 

3. Loan Processing, Supervision and Collection
 

(1) Background 

The project involves the making of supervised loans over a 4 year period

to11,665 farmers -whose farms do not exceed 50 hectares in size. 
The total
 
area of these farms is estimated to be 108,000 hectares, located in the
 
five Governorates of Beja, Bizerte, Nabeul, Zaghouzn and Siliana.*
 

The objectives are to increase the production of cereals, forage and
 
livestock per unit area by 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 in the past and consequently are pro
ducing far less than 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 - 81% in semi-arid areas. 

(2) Organization and Personnel
 

Credit operations in the 5 governorates will be decentralized. Pre
sently each governorate has an agricultural commissioner in charge of all
agricultural activities in his area. He has a support staff and several
 
extension agents. 
 This unit is called the "Regional Commission for Agri
cultural Development" (CIRDA). The commissioner is responsible to tae
Director for Agricultural Production in Tunis who coordinates all CIRDA 
units throughout the country. 

A credit staff will be added to each CRDA unit in each of the 5.
 
governorates involved this project.in There will be an engineer (Principal
Regional Agent) in charge of the credit operations with a number of credit
supervisors (Field Agents) working under him. The number of supervisors
will be determined on 
the basis of 100 borrowers to each supervisor, The

credit staff -will have the support and backing from specialists already
present 1L each CRDA unit. By the !kth 7ear it is planned that at least 6 
engineers and 83 supervisors will be recruited plus related support staff. 
Additional office equipment is planned as well as the purchase of 31
 
vehicles for transport of super-isors and e-g4_meers. 

*Not including land operated by farmers having less than 5.1 hectares. 
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The project is planned to develop o a gradual basis. Tine ob'ective 

is to reach 15% of the 11,665 targeted =a--m.ers the first year, 30% the 

second, 60% the third and 100% the fourth year. ?ersonnel will be recruited 

and trained and equipment, supplies and services will be made available 

at the same rate. 

(3) Loan ?rocessing
 

The present timetable calls for project personnel at the governorate
 

level to carry out a promotional and information campaign about the project
 

during June of 1978. This will include informing local SC's about the
 

SM exists in certain areas, the local agricultural
program. If no 

commissioner and his staff will assist interested farmers to organize.
 

Since loans will be made without land title guarantees, only So members
 

will be considered for loans. Loan applications -will be accepted from
 

July 1978 onwards.
 

After a farmer has indicated an interest in a loan a credit supervisor
 

will assist him with developing a farm l.an. Tf it is possible to develop
 

a farm plan that incorporates appropriate farm=,n improvements, and
 

indicates increased production and shows repayment ability, the plan and
 

application will be channeled through the respective Sai to the local credit
 

committee. (Refer to 1, e under implementation arrangements.)
 

If the local credit committee approves the applization, the credit
 

institution (BNT) will process the necessar- security documents, including
 
cbtain the necessary inthe SCM guarantee, and authorize the borrower to 

puts and seryices as planned. The credit superyisor -ill assist the
 

borrower in arranging for tractor and =achiner7 services and for obtaining
 

improved seeds, fertilizer, livestock and other nput. He "w'ill also
 
-he 3,-. will remburs- supp!.lers
certif7 invoices for -e:-:es and inputs. 


cupon.either directly or through the use of . ur:hnse 0r-r or 

(4) Loan 3uerv4ision 

Credit supervisors -ill be re.3ponsible _Ftr keeping an 'ip-co-cate :ile 

on each borrower. An average of 8-l0 farm visits w-i! be made during -.he 

life of the loan to ensure zompliance with the planned program and to assist 

with problems as they occur. He w'ili also assist the 3NT with its 

efforts wherever possible through encouragements to the torrowercollection 

and providing 3NT information on harvest times and amou-nts.
 

:n borrcwer' . rogress including r'a:.en:5,Periodic reDorts will be made 
to the plan of cpera-ion.
production, income and general progress in reia-icn 
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(3) 	Loan C2leccion 

The BNT will be responsible for loan collection. It is anticipated
 
that borrowers will repay when they receive income from harvest or sell 
livestock or livestock products as agreed to in the farm plan. Mobile 
banks are planned to be located in areas convenient to farmers such as 
market areas to facilitate in loan collection. 

Names of borrowers who do not repay as agreed will be referred tb
 
their respective SL24. The SC. board w-ll1 investigate the delinquen
members and apply appropriate peer pressure for repayment. If repaytent 
is, not forthcoming the case will be handled in accordance with procedure
 
described under paragraph A, 1., Administrative Arrangements, this section.
 

The BNT will provide a monthly status report of all borrowers' accounts
 
to the central office of project coordination and to CNF-. They will also
 
provide the respective governorate agricultural commissioners with a.
 
semi-annual status report for borrowers _i their respective areas.
 

B. 	Implementation Plan
 

1. 	Prior action:
 

a. 	Project paper is 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 :echnicians
 
and 	 one ccnsultantr. 

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

c. 	 U.S. short-term consultant arrives to assist with proJect 
organization.
 

May 1978
 

a. 	Two U.S. resident technicians arrive.
 

b. 	Project organizational plans documented in detail with
 
appropriate changes.
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c. 	Detailed procedures developed and docu=ented'for the 

operation of the project including prc-ocional activities, 

applicant selection and eligibilit7 guidelines, applicant 
analyses and farm planning, loan processing, borrower 

super-ision techniques, loan collection, system for re
porting and data collection, system for monitoring and 
analysing of field activities. 

d. 	Design appropriate forms which will facilitate the effi

cient operation of the project, collection of data, 
monitoring and analysis of field operations.
 

June 1978 

a. 	Field Training sessions carried out for credit agents
 

as previously planned.
 

b. 	Surveys made to ensure that participating organizations
 
will have equipment, services, seeds, and other inputs
 

available by July when applications for loans will be
 
accepted.
 

c. 	Project personnel in 5 project areas carry out a promotional
 

and informational campaign in respective areas to inform
 

farmers and important officials about the objectives and
 

method-of operation of the project. Area credit committees
 

will also be informed of their role in the project.
 

d. 	First tranche of AID loan and grant disbursed to GOT-BNT.
 

Julv 1 - Seotember 1, 1973
 

a. 	Applications for loans accepted from farmers.
 

b. 	All materials and serevices available and in place for
 

project use as agreed in project agreement and project
 
proposal.
 

November 1978 

First project survey by NF.A. 

June 1979 

a. 	 Second tranche of AID loan and grant disbursed. 

b. 	 Recruit nd train additional personnel as planned. 
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August 1979
 

Second "ro~c.,.-r. . , by C... 

November 1979
 

Third project survey by C-ZA. 

December 1979
 

First eva.-acin report by CNEA.
 

June 1980
 

a. 
Third tranche AID loan and grant disbursed.
 

b. 
Recruit and train additional personnel as 
planned.
 

August 1980
 

Fourth project survey by CNEA. 

November 1980
 

a. Fifth project survey by CNEA. 

b. Recruit and train additional personnel as planned. 

December 1980
 

Second evaluation repcrt by CNIA. 

June 1981
 

Fourth and last tranche of A:D loan and grant disbursed.
 

August 1981
 

Sixth project survey by C'2FaA. 

November 1981
 

Seventh project sur-ey by CNEA. 

December 1981
 

Third evaluaticu report '": CIA.
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August 1982
 

Final project survey by LEA.
 

November 1982
 

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

December 1982
 

a. 	 Final evaluation report by CNEA. 

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

c. 	4 year U.S. technicians depart.
 

C. 	Evaluation Plan
 

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

The 	C EA evaluations will replace the usual 2-year evaluations required
by AID. These evaluations will include monitoring and data accumulationactivities 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) Number and amounts of delinquent loans
 

(6) Ageing of delinquencies by CROP -ARVEST YAR 

(7) Production increases experienced by far-mers as a 
result of loan
 

(8) Fluctuations of net incomes by borrowers
 

(9) Range of farm sizes to loans. 
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b. 	Reasons for delinquencies
 

c. 	Tenure status of borrowers
 

d. 	Effectiveness of SC4 as a guarantee organization for
 

small farmers
 

for 	delays in loan processing,
e. 	Identifying reasons 

provision of services and =aterials
 

Identifying any iiequities in eligibility determination
f. 

of applicants
 

g. Make random sample interviews with borrowers to obtain 

their reaction to program and document coments received
 

h. 	 Identify any impediments to ?.he operation of project 

Evaluate the general prog:ess of the project and make
i. 

appropriate recommendations for alleviation of such
 

problems. 

D.. 	 Conditions, Covenants and Nezotiating Status 

Initial Conditions Precedent
 

or the issuance of any committment documentsPrior to any disbursement, 
under the Project Agreement, the Cooperating Country, except as A.I.D. may 

furnish in form and substance satisfactory
otherwise agree in writing, shall 
to A.I.D.: 

1) Either a request from the Cooperating Countr7 for A.I.D. to
 

procure directly or an executed contract for the services of
 
advise and
t7wo technicians and a short-term consultant to 


assist the Cooperating Country in implementation and evaluation
 

of the Project. 

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

with Centre National- des Etudes Agricoles to3) 	 A contract 
monitor, collect data and evaluate Project performance.
 

Additional Conditions Precedent
 

Prior to any disbursement, or the issuance cf any commitment 
any 	 activity other thandoc-uments under the Project Agreement :o finance 
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the 	 technician services, referred to in paragiaph c. above, the CooperatingCountry shall, asexcept A.I.D. may other-wise agree in u.riting, furnishin form and substance satisfactory to A.I.D.:
 

1) 	Evidence of establishment of a coordinating committee compcsed

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.
 

3) 	Evidence that the Cooperating Countcry has provided in its

1978 budget sufficient local currency to 
finance the first
 year the costs of staffing, construction of livestock shelters,
procurement of vehicles, mantenanze capital for the revolving

fund, and other Cooperating Countr 7 project costs.
 

4) 	 Detailed .rocedureS for the ..Cern. of t:.e 	 Prject, including
prorotior .- -ti'itbs,4 - petii ,lti(_ 	 i .... selection_.. peF Jselection.. ,.s, .2icant 
ands 4iZib :Li4deInes , ....". ze ard, farm planning,loan processing, borrower sEr':,ervieion loan collect ions,system fc:r repcrting and 	 diata cc/e: ti-ns, -and systens fnr n,r.itoring 	 and analyzing fiel4 activit:ies. 

5) 	An organization plan evidencLng the establishment of regional
credit committees in each Regional Commissioner for Agricultural

Development unit in each of the five governorates.
 

6) 	A phased staffing pattern indicating present and future
 manpower requirements with assurances that such assignments

will be made on a timely basis relative to ?roject needs. 

7) 	Evidence thac principal regional agents and an adequate number

of field agents to implement the 	first phase of the ?rojecthave been assigned to each of the five governorates. 

8) 	A completed evaluation plan.
 

9) 	 A procurement plan and deli'ver schedule for the vehicles to 
be provided by the Cooperating Country. 

Other Ccndtions 

An in4terest rate of 6' will be applied to farmer loans luring ?haseof the project. Thi appropria:aness of :his 
I 

rate wi. be re-examined inconjunction vith the project evaluation. The results f this evaluation willbe taken into account in establfshing the raze =o be applied to the succeedi-.g
phases of !he project.
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4, ~ jJ1, Proj ict oCat.C~ . i ive,:~z~ )v .,~~f is?n 

<~~idig iscPi1 Yea rb 4 1 	 "n'i820 000 

- life.f. 	 yeas,''~ .i ~ ~ 

I~ ivi~te~ ocntractoi 

ed~ng~v~determination.0 . 'Action Recomr'.nenae4d' 	 ,~sinrcm 

7D s 	sio p ir F. t IIr=r tj~r-. A . IatLoi stin s af, Project Rel.eTLnC 

_________h-' n rd;vaIut.)n Form-. , 

The prirxcip~). 	 o -rn;,so,;,i~em~ft 2hr~s1161 

nlterndtiaain~ use 
iotsof niixo en*- us i-d C3hspfkrt s i:se 

ditic-aal fUbl*rw (2) 	 ±'lVd. patt-rns. (3)2iuse' of, larger 
ct ' (-4) -Greater o 

mechaniz.ed- equiprent in soi--L -nrep5TS'AL~n ll aX.. (Xmore~,..,.r~if;ed 

intensi.ve production of? livietci'.2 

The poesible siga. Li'canc e of ;'ach of t'e c~is.t-,s el~.e as follows: 

(1.) Inrx lieu /o.- a _-tubbla or a**o3.5fa_2.ow during -which iDeriod2 

the aeueis are by calt"lc ar Z!heep, plaftin, vwith forage -crops 

leguime specieo alhr-~icne- Li" nc lb'irat ion w-ith Sma 17.grain -wi l be'2 
2 practiced, The impact o ( this.!:g irz. v., )e neltraJ1-to sgt
 

beneFicil.f Gaz::rg onIne L~r~g Lthe; wet wite
 
muonths has an adves ei'ect : noi s -uctur' l 'ti.6o oag~rp 
to be hrurvec--ed fc thu lenu.ri...i*it th-Is advrze- actor,., More-, 

Joier, planting of' fa:~i, ~rv tbA nilltrogn conrtent of the 
3oil. as well stiT.cture to roc.itas 	 cite: dckeper _,enetration-. 

(2) Rotatioc,,.. pi 1Iterns of la~nd i:se wI c;J'4,. Areas under. cereal. 
(.,rains w"ill rh-le .~i'r2egurne e mratase.2 Te1;:.~ lz~ e-5c.:il 

inloct on the coil. 3 =OU.cObe -~ia'bcef.cialt- :-ind iated 3'-nI(-.-- a~bow -. 

The4pD 1C2. C r s xand aaiidc.~i 

- and -c.a 
cewe -e:cua%- 'y 1oD),: ThL pc o h 
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(5) More intensive use of l'ves k .ill result in Slight
increase in n.'ber, greater selectivity in terms of quality
and better nutrition including 
 ict feeding to reolace scavenger
grazing. The Lmpazt on the environment will be negligible. 

The socio-economic impact will be of two kinds both of whichwould be classed as beneficial. Family incomes of farmers would
increase. Labor utilization would increase, however, this wouldtake the form of reduced underemploynent of farm labor rather

than the addition of outside labor. Thus, the project will have 
no population impact. 

A.I.D.'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 selection and utilization of herbicides and pesticides which will be
consistent with A.I.D.'s current environmental regulations. TheConditions Precedent will require that A.I.D. have the opportunity

to review and approve the GOTs procedures in order to assure these
 
are 
in accordance with A.I.D. regulations.
 



ANNEX 3 

L~pact 

:=sct Areas a.nd Sub-Axecs a&d -V.IUatiO;I' 

A. L~md Use 

1. Chanrging the character of the lanmd through: 

a. 
b. 
c. 

Increasing the popuJ.atioa 
Btract.inz v~ntaxrs rpzo!:,x.ces 
Land clear--nr 

N 
N 
N 

d. Chngn sol charac er N 

2 .IAter:-mg dacr±'eeneeJ 

~.Foreclosing ii.Lo:'.ant useE N 

4. jeopeurciizi'g =Fm or IIA3 INk 

5,Otber Nstione N 

6.Changi.ng lend use a~nd prcC.uc~iori tzo L 

B. 'rater Zu-Ii-',,y 

1.. PhysicaJ. state o:2' watez N 

P.Che~ica-l a-Ld bio--.osical s a1:e s N 

3. Ecolb:;icc1 'be-.an-ie. 

KOther -cnctorz
N-re 

C. Atmosihe1'ic 

.. Air ad.±.j.ti:-3 N 

3. Noise -:o-Iltion 

4.~ Othez, frctors 

L 'UttIe r raX .'2c 

M Modera~te enrIw:snmn',.P. izp'tc-; 
- !Zh ev~~~.i.~~ 

U - UnLio'r eavironentJ. L=,act 



D. Nnture-' -Resowrcas 	 and E~vaua";tin 

1. Diversicn, altered use a' %:a**er 	 N 

2. Trrevexsi;b3e, 	 ineff'icient co tmentsH 

3. Other facto.-s - Nom.e 

4~. Chan&Li. !and u's L 

E. 1C1ltual 

1. Alterng~ plhysical Ey..*b.o)sN 

2. Dilution cf colture2. traItons 

3. Other atr 

F. ^ocio-,voncic 

1. Changes in econcc.ic/e.,- loyment zatterris 	 L 

2. Changes in po.-ulation 

3. Change3 in cul~tural patterna
 

4 Other fact'Crs
 
_____Nonie N 

1. chp.aing a~ natural e~r.c~~i 

2. ZliraiZ.g a:--	 Ecsys-.Pr e2.eemeat N 

3. 	 Other factols 

__.__ .ce Ni 

1.internati.-na2. Lec4is 	 N 

3. 	 -ather f-ctors
 
___~k'r e
 

http:Ecsys-.Pr
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I. 	 oher possible I=acts (nct listed above) 

None 

Prepared By: F,.anis J. LBeau Date: Januar, 1977
 

Project Location: Tunis, Tunisia 

Project 'itle: S.-aU Firmer Su-xervised Creit 
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LOGICAL :F.ALz-r:ORK .C-RIX
 

TITLE: 
 .. Scall. Fearer Super.-ised Credit 

NU.rIER: 661,-o3C2 

LIFE 	 OF PROJECT: From FY 1978 to YY 1c982
 

TOTALUS FULNG: 
 _$18,207,ooo 

DATE IEPAI.ED: October 1977
 

L.a. SECTOR GOAL
 
To increase basic food agricultural Prcduction -nd i=-rove the in

coe 
levels of s1 ll and L*Xdium size farm units. 

l.b. 	 1_ASURES OF GOAL ACH,:MNT
 

That. agricultural.production 
 cnd 	 income levels at the end of fiveyear 	period (1978-1982) e:.eeds that obtained in the project aree 	and by 


participating farmers prior to project i-ple.e"tation. 

l.c. VERIFICATION
 

A. 	Loan applications
 

B. 	 Project records Pind evaluatious 

C. 	 Regional/National Income and Prcuction Stat.istics 

l.d.- ASSU142TlG1S 

That 	GOT taxation policies end.ici-. poli,:ies in t.erzis of inputcosts versus prices recei-ed for fa.,- roltce -will co.t_ue to be equ"aLibleor shift in favor of the producer. 

2.A. PROJECT PURPOSE 
To provide, th ough a supe 'z i sed cz-- Lt r'- . . access to L -

agriculture product ion un and tec-n_.-Id ..... t:ts Le .UC A '-r- ationat 	 -yto !n._u 	 .. nffzr " necessarynecessa .- pvin 
crease the 	level of pecdu:tiom t_=chnoj36ylarger number 	 employed by a sinaificantlyof sm.-1 and medium sized fe_-m-ers than at present, 

2.b. 	 ~)OF pO CTSTAUS
 

A.. All participating fa'mIrr. in the project 
 a-rea are: 

1) receiving asEisteance l. p.a-.ng Lidi'.idua farm preductica
prograWs; 

2) 	 receiving cred,. it_n lkind ow in cash for production izputs: 
3) applying reccmmended production technoicgy and inputs. 

http:IEPAI.ED
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B. 	 Collective pr.ouctioo on pcticlpatin; farm-: ex--eeds pre-project 
levels. 

C. Spread of . -prov.d production ticho olD evident in project area. 

.2.c. VERIFICATION 

A. 	Loan Applicationt;
 

B. 	 Project Records tmd Bvalu:tions 

C. 	 Peg onal/Naticna. Inccr_.e -nd Prc,'.uctio . cttistics. 

2.d. ASSMPTIOS 

A. 	 That rainfa-l ani "veatber ccndit-ons will b! favorable to agri
cultural p:-oductf.on durio life of project, i.e., there will be 
no prolonged droutht, f!c.s, etc. 

B. 	 :That GOT taxa--ou policie..: and pricing po:..cies in texrms of in.
put costs versus prices received for fr. :zrcduce, w.ll continue 
to be equitable or shift ia favor of the p-:.ducer. 

C. 	 That recom.,e.nded inputs a.-d serv.ces c i-d -ith improved pro
duction practices will incresse oQ-farm F.,. icultaral proauction. 

D. 	 That deronstratinn ef7c:. - r:. encc.ura-:e a,.v3.tiom of similar 
production .r~c'.;.ces b.y n. fmErv, 

3.a. CrtJTS 

A. 	 I,,,act..o. z :..c;ievelooed for each nar-

E. 	 flrodnc'cio~n c.r.editn-k'n .-. i ci s's cr ci , - eq:ivzle-t) sp r. e 

for co o rti1 :7>_rmars. 

C. 	Principal inputs of seeds, fertilizers, and cultivation work-
amounting to approximately 20,000 MT, 75,000 MY and 2,700,000 hours
 .
the 	4th year.-
-respectiveyby 


D. 	 Approximk.t:!;y 5, O,CCO '- .aleazeA. 1-y t'id ai? by tha 4t11h year to 
cover the ro~uct.n iUs.cost cf -


3...I RI-- ICATION
 

A. 	 Records Oc: B10_ 

B. 	 Records of J.npu' suppli-

C. 	 Records -f 3.coal loan cc-.-*'.'een 

I'echnico.D. 	Records of giejA agents
 

E. 	 Project records *ui evc.l:I_'.ticaZ 

http:p:-oductf.on
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3.4. ASSUflPIIONS 

A. 	 Tha-t the GCT w"Ii Drovide ad'iquate equdixient, suppl.ies, facili-4 
ties, and technical support personnel to achieve ~temnded ou.tputa. 

B. 	 That the state, narasteatai, ind private entit.tes2 Udii StOCk and 
provide adequate an:! time.ely imputs to cooparatin farmers. 

C. 	 That the locaj. credit commnitt'%ees i.1 p--.'ocess all. loan requests 
on a timely end equitable basis. 

D. 	 That the BY-T will 3ssucme and cnu.-ry' =t the f'inancial mananegemet 
of the credit f-n in F-re-,-)sible and ticmelv mamrer. 

A. 	 USAID 

1) 	 Tecbh1icians 

2) 	 Admimistra-i';-e suxp orl.t 

3) 	 Short-ltermi saasma-J. rc-v.;-I-.rg c.%edit fund feir leinding 

B. 	 GLOT 

±) 	 Technicr-l -nd aim.isizre ~ve ce~tj( pe sx-n of 
whaich: 

a) 6 rr, i e rs 

d) 	 2;, dr Jvazs 

2)Faciiitics, CC. nodii~us. rmi. list.c: f:iotior central. and 
fedoperrt-icna, of~t'~' 

a)315 _ _
 

b) 6 P''13 eqUippCd L'I'*-ca

))Admj-*."-s*vra~t.j'--r -2dmap,9.2nmt:! c: 1Loau t1ruu 1--a Jir 

*PrOjet (') 

http:rc-v.;-I-.rg
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5) Provision of required inputs through state and parastatal,
 
or private sources:
 

a) 20,000 MT - Seeds
 

b) 75,000 MT - Fertilizers
 

c) 2,700,000 hours -
Custom services
 

d) 15,000 MT - Cattle feeds
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ANNEX D - Pege 1 

6C(3) - STAND !TE CPECKLIST 
Listed below are stat- ,ry itti.s Vhkh norn, lly will be covered rcatInely In those pro,;.ions off anassistance agree.ent dealing with its 
implementatlon, 
or covered in the agreement by exclusion ({hs
where certain uses of funds, are permitted, but other uses not):
 

These itc.,ns are arranged under the general headirgs of (A) Procure.ent, (B) Construction, and 
(C) 	 Other Restrictions. 

A. 	 Procura7ent 

1. 	 FAk Sec. 602. Are there arrangements to Small" business will px rticipate inpermit U.S. small business to participate accordance with AID regu.laiions e.n4 procedu.rez
equitably in the furnishing of goods and
 
services financed? 

2. 	 F A Sc. 604 a). Will all con-,odity Yes.
 
procurement financed be from 
 the 	U.S. 
except as othertise determined by the
 
President or under delegation from him?
 

3. 	 FAA Sec. 604(d). If the cooperating The project agreement will so p'rovide.

country discriminates against U.S.
 
marine insurance companies, will aoree
ment require that marine insurance be
 
placed in the U.S. on conarodities
 
financed?
 

4. 	 FAM Sec. 604(e). If offshore procure- Not applicable; No such procurement is

ient of agricultural co-nodity or 

lroduct is to be financed, .is there to be 
financed.
 
provision against such procurement when
 
the dc.estic price of such conmodity is
 
less than parity?
 

5. FAA Sec. 608(a). Will U.S. Government Yes. Howe};er, few if any instances of excess excess personal property be utilized property utilization are anticipated.
deherever practicable in lieu of '.he 
procurement of new items? 

6. 	 ' iA Sec. 90l(b). (a) Compliance with The project agree.rent wiU. so provide.

requirement that at last SO per centum
 
of the gross tonnage of corndities
 
(cor, 'ted separately for dry bulk
 
carriers, dry cargo liners, and tankers)

financed shall be transported on privately

o'.;d U.S.-flag commercial vessels to 1he
 
extent that such vessels are available ."
 
at fair and reasonable ratbs. .
 

7... 	FAA Sec. 621. If technical assistance Yes.*
 
is finance}, will such assistance be fur-.
nished to the fullest extent practicable 
as goods and professional and other
 

.services frcni 
private enterprise on a
 
contract basis? If the facilities of
 
other Federal agencies will be utilized, 
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A? 

are 
they particularly suitable, not
competitive with private enterprlse,
and node available without undue interfercnce with domes tic proqrams? 
8. International 


Competiv Air Trinsport.Prctices FairAct 194-

Ifair transportation of persons orproperty is financed on grant basis, will
provision be made that U.S.-flag carrierswill be utilized to the extent suCh
 
service is available?
 

I 

B. Construction
 

1. FAA Sec. 60l(d . If a capi'tal (e.g.,

construction project, are engineering
and professional services of U.S. firms'and their affiliates to be used to the
maximum extent consistent with the
 
national interest?
 

2. FAA Sec. 
6ll(c). I' contracts for 
construction are to be financed, will
they be let on a competi-tive basis to
maximum extent practicable?
 

3. FAA Sec. 620(k). 
 If for construction
of productive enterprise,value of assistance to 
will 'aggregatebe furnished by
 

the U.S. not exceed $100 million?
 

C. Other Restrictions
 

I. FAASec. 201(d). If develoonent loan,
is interest rate at least 2% per annum
during grace period and at least 3% per
 
annum thereafter?
 

2. FAJSec. 301d9.. If fund is established 
solely by U.S. contributions and adminis-

tered by an international organization,

does Comptroller General have audit
 
riahts?
 

3. FAA Sec. 620(h). Do arrangements
preclude promoting or assisting the

foreign aid projects or activities of
Communist-3lac countries, contraryto

the best interests of the U.S.?
 

4. FAA Sec. 636(i). Is financing not per-
mitted to be used, without waiver, for 
purchase, long-term lease, or exchange
of motor vehicle manufactured outside
 
the U.S. 
or guaranty of such transaction?
 

AID MANJOO 3 p
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The project agreement - rovide, 

I'-ot applicable. 

Not alicable.• 

Not applicable. 

Yes, for loan component.
 

Not applicable 
i .
 

Yes.
 

"'
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5. Will arrangements preclude use of 
financing: 

AN.ErrX D - Pege 3 

a. FAA Sec. 114. to pay for perforrance
or ,abortions or to' rtivate or coerce persons to practice abortions? 

Yes. 

b.. FAA Sec. 620(). to compensate 
owners or expropriated nationalized 
property? 

Yes. 

c.. FAA Sec. 660. to finance policetraini rotrer law enforcement
assistance, except for narcotics 
proarams? 

Yes. 

d. FAA Sec. 662. for CIA activities? 
e. AOD, Sec. 103. to pay pensions, etc.,for ,iTlitary personnel? 

f. App. Sec. 06. to pay U.N. assess-
nents? 

Yes. 

Yes. 

Yes. 

g. Ao. Sec.107. to carry out provisionsT of FAA Sections 209(d) and 251(h)?
(transfer to nultilateral organization
for lending). 

h. Aop. Sec. 501. to be used for 
publicity or propaganda purposes
within U.S. not authorized by Congress? 

.es. 

Yes. 
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(5) [07) by grants for coordinatedprivate effort to develop and
disseminate intermediate technologies
appropriate for developing countries.
 
C FAA Sec. lO(a); Sec.?08(e). Is the

recipient country willing to contribute
funds to the project, and In what manner 
has or will it provide assurances that it
will provide at least 251 of the Costs
the program, project, or activity with 

of 
respect to which the assistance is to be
furnished (or has the latter cost-sharing
requirement been waived for,a "relatively

least-developed" country)?
 
d. FAA Sec. llO(b. Wili:rgrant -capital 

assistance be O sbursed for project over 

more than 3 years? If 
so, has justifi.
cation satisfactory to Congress been ,made,
and efforts for other financing?
 
e. FAA Sec. 207; 
Sec.113. Extent to
which assistance rerlects appropriate
emphasis on; 
(1) encouraging developmentof democratic, economic, 'political, and
.social institutions; 
(2)self-help in
meeting the country's food needs; (3)improving availability of trained worker-'
 power in the country; 
(4) programs
designed 
to meet the country's health
needs; (5) other important areas of._
economic, political, 
and social devdlopment, including industry; 
free labor
unions, cooperatives, and Voluntary
Agencies; transportation'and cor-unica-'
tion; planning and public 'administration;

urban development, and modernization of
existing laws; 
or (6) integrating women
into the recipient country's national
 
econcmy.
 

f. FAA Sec. 281(b).
whic Describe extent to
program recognizes the particularneeds, desires, and capacities of thepeople, of the country; utilizes the 
country's intellectual resourcesencourage institutional to 'tedevelopmnent; 
and supports civic education andin skills required for trainihg.effective partici-
pation 'in goverrunental and pol itical 
processes essential to self-government. 

AN9'X D - Page 4 . 

The coun'try is'wi.linKg and "assurances 
.- be provided in the project agreeme
 

Not applicable. 
 Not a capital project.

-
 .
 

Tn
The assistance is intendedTunsia's to help meetfood needs by providing thesmall fa:rmer "ith the necessary credit
to increase production.

*to 

aTheproject recognizes that the-er is desirous and capable small 
of in-"creased production and that for the
 

" smallfaramer to particiuate in puts
 
m t be ''ade .availableagricultural inputson credit tomeet deomand.
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al
 

g1 FA Sec. 201(b)(2)-(4) and -(8); Sec. 

?01(e e 

the activity give reasonable promise ofcontributing to the developnent: of
economic resources, or to the increase'of
productive capacities and self-sustaining 
economic growth; or of educational or
other institutions directed toward .social
proqrcss? Is it related to and consis-
tcnt .with other development activities, 
and will Itcontribute to realizable
long-range objectives? And does project
paper provide i.nforlition and conclusion 

on an activity's econcmic and technical 

soundness? 


h. FAA Sec. 201(b)(6); Sec. 211(a)S 6 
Infor,,wition and conclusion on possible
effects of the assistance on U.S. economy,with special reference to areas of substantial labor surplus, and extent to
which U.S. comndities and assistance 
are furnished in a manner consistent with 
inproving or safeguarding the U.S. balance.
 
of-payments position.
 

2. Develor.,ent Assistance Proect Criteria 

kLoans on iy ) 


a. FA Sec. 201 b)(1). Information

and cncl usion on avai abilIty of financ
iog from other free-world sources,

including private sources within U.S.
 

b. FAA Sec. 201(b)(2); 201(d). Inforration and conclusion on (1 capacity of 
the country to repay the loan, including
reasonableness of repayment prospects, 
and (2)reasonableness and legality

(under laws of country and U.S.) oflending and relending terms of the loan. 

c. FAA Sec. 201(e). Ifloan is not 

made pursuant to a multilateral plan,
and the armount of the loan exceeds , 
$100,000, has country sutfaitted to AID 
an application for such funds 
together,. ,.
with assurances to indicate that funds
 
will be used 'inan economically and
 
technically sound manner?
 

d. FAA Sec. 201(f). Does project paper
descrihe now project will promote the
country's economic developnent taking
i*ll". account the country's humran and
.aterial resources requirements and
relationship betwieen ultimate objectives

of the project and overall economic
 
.development?
 

0.NO '_ T:1lM.tClbL7AIC10. 1976 .60C 716C(2)-S
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The project has been developed as an' ntcgralcononent of the Tunisian Vth Econmic and
 

Social Plan and is pointed directly at those
fairmers who are at thelow end of the economicard.social scales. It has been structured to
 

benefit those Gmall farmers who outside the
 
main stream of argricultural development while

while at the 
same ti'ne making ah important
contribution to uch needed increase in cere.
 

crops and livestock production. The project

is based on established tec.nolog" and will
contribute to realizable long-range objective
 
the project paper contains the reouired
economic a.d-technical analyses.-

Little if any.aaverse-effects-on-U.S. economy
 
icipated. 

or baLance, payments antof is 

Information included in project paper.
 
...
 

l 1'ormation included in project paper.

Section 3, P-ject Analyses. 

..
 

Ys,---------------dated-------------1977
 

. . 
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FAA Sec. 202(a).
e. Total a,.nunt ofmoney uncer ioan 'hich is going directly 
to private. nterprise, isgoing toIntermediate credit institutions 
or

other borrowers for'use by private
enterprise, 
isbeing used to 
finance
imports from private sources, 
or is
otherwise being used to finance procurements from private sources?
 

f. F Sec. 20 d.
for any productlve enterprise which will 
If assistance Is 

compete in the U.S. with.U.S. enterprise,
is there an aoreenentto by the recipientcountry prevent export to the U.S. ofll 
more than 20Z of the enterprise's annualproduction during the life of the loan?

3. Project CriteriaSolely for Security 
SU or tinq Assistance 

FAA Sec.531. How will 
this assistance
support promote economic 
 po,.itcal 

.stability?
 

4." Additional Criteria 
for Alliance for
 
Proaress
 

[Note: Allianceshould for Progress projectsadd the following two items to aproject checklist.]
 

a. FAA Sec.251(b)(1), -(8). Does
assistance take into account principles
bf the Act of Bogota and the Charter of
Punta del Este; and to-what extent will
the activity contribute to 
the economnic
or political integration of Latin

Anerica?
 

b. FAA Sec. 2Sl(b)(8), 251h).loans, has Forthere been taken into accou'nt
the effort m.ade by recipient nationrepatriate capital invested in other 
to 

countries by their own citizens? Is
loan consistent with the findings and
recorn. 
ndations of the Inter-Armerican,
Co nttee for the Alliance for Progres
(now "CEPCIES," the Permanent. ExecutiveComittee of the OAS) in Its annualreview of national development activities?
 

610c 

AID HAJOOK! 

&N10E-X D -Page 

crediloan s artgoz 
 toe nberediate
credit i siu 
 te
 
ente--prise.
 

Increased 'Droduc";ion of cereals andstock/!ivestoc)] live
products.resulj.-

dfromthis p
 
not be exported 
 to the 

Not aoplicable,_ Not-a SSA project.
 

Not applicable. Not an AFP project.,
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6C(?) - ?,OjzCT C ir'CKLIST AN1NEX D - Pare 

Listed below are, 
first, statutory criteria applicable oenerally to
then project criteria applicable to individual fund sources: 
projects with FAA funds, and
Development Assistance (with a subcategory for criteria applicable only to 
loans): and Security Supporting Assistance funds.
 

CROSS REFEREICES: 
 IS COUNTRY CHECKLIST UP TO DATE? 
 IDENlTIFY. 
 HAS STANDARD ITE*M 
CHECKLIST BEEN
REVIEWEE.FOR THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT.
 

1.. Ape. Unnumbered; FAA Sec. 6S3(b)
 
(a) Describe how Con"mnittees on Appropria.. _.a Ni)o at',.Qtions of Senate and House have been or 

"_._ vded.
 
ccordace AID procedures,&will 
be notified concerning the project;


(b) is assistance within (Operational
Year Oudget) country or 
International 
 (.) Yes.
organization allocation 
reported to

C6ngress (or not more than St 


milli'on 



over that figure plus 10l.)?
 

2. FAA Sec, 611l()4{. Prior to obligation 
 s.
n excess of $100,000, will 
there be (a) 
 .(a) Yes,engineering, financial, 
and other plans
necessary to 
carry out the assistance and'
(b) a reasonably firm estimate of the
cost to 
the U.S. of the assistance? 
 (.).Yes
 

. AA Sec . 611 ( ) (2 . If further le g is - - -u -zthe - legis l t lve a cto . s _
Tative action is required within recipient 
 dcountry, what "n '
is basis 
for reasonable 
 ... r ed,_.
expectation that such action will be

completed in time 
to permit orderly

acccm-plishr.ent of purpose of 
the assis
tance?
 

4. FAASec. 61l(b); AoD. Sec.101. If for apol 
 i 7ot
water or water-rela tel 
tard, rescurce 
construction, has project met 
the standards and criteria as 
per Memorandumof
 
the President dated Sept. 5, 1973

(replaces Miemrandum of Pay 15, 1962;
 
see Fed. Register, Vol 
38, Io.174, Part,

I1 , Sept. 10, 1973)? I' •
 

FAA Sec. 611(e . If project is capital 
 _.__c_..
assistance (e.g., construction), and all 
 ...... .
..
U.S. assistance for 
it wili exceed
$i million, has Mission Director cert-i.ed
the country's capability effectively to
raintain 
nd utilize the project?
 

http:cert-i.ed


6C2)-2?Nove..ber 

10, 1976. 
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A ;ZX D-o 
 a.e
 

A.
 
6. FAA Sec. 09, 619. Is prnject susceptible Poject ot eDN Ds pae 8Of Xcuion as 
part of regional
lateral project? or multif
f sO why iS project not t susceptibleso execu:ed? Inform.ation and region 

o f execution
conclUsion, project.

whether No other.assistance will 'encourage 
donor assistWnce is available.regior.al develo.-ent is nt a newly developed country.Tunisiaprogra.ms.
 

' If. 
 t
aisistance is for nefvly independent
country, is It furnished through multi.
 
lateral organizations or plans tothe'.-.
Maxirmum 
extent appropriate?
FAASec. 6l * (andSec.201 f) for 
ieve 0:conclusion 

By supplying credit for agricultural inputs
 - ent can-ST. iflfrrttion anefforts of 
whether project will encourage and livestockthe country to: to the(a) increase small.farmer) thethe flow of international project will f arm e intrade; (b)-"os- foster private initiativeter private initiative and competiti6n; the agricultural insector, strengthen the
•(c)encourage development and smal:.fa.-er, thereby discouragingcooperatives, use of IP.listic monocredit unions, and savings

and loan associations; (d)discourage
monopolistic practices; (e) improvetechnical 
efficiency of industry, agriculture and commerce; and (f) strengthen

free labor unions.


8. FAA Sec. 601(b). Information and con. 

clus on on how project will encourage
U.S. private trade and investment atroad
and encourage private U.S. participation
in foreign assistance programs, (including
use of private trade channel s and theservices of U.S. private enterprise).


9, FAA Sec. 612(b);

tteps taken 

Sec. 636(h). Describeto assure that, to the 
maximum extent possible, the country iscontributing local 
currencies 
to meet
the cost of contractual
services, and other
and foreign currencies owned
by the U.S. 
are utilized to meet 
the cost
cf contractual and other services.
10. FAAS ec. 612(d). Does 
the U.S. own excess 

foreign currency and,- if 
so, what arrangements have been rade for its release?
 

QUIOING CRITERIA FOR PPOJECT1. Develont Assistance Project Criter& 

a. *FAA Sec. 102(c); Sec.lll; Sec. 281a.Extelfnt o cn activity will 
(a)effec-

tively involve tWe poor
by extendina access in developtent,
to economy at locallevel, increasing labor-intensive pro-
duction,

to spreading investment out fromcities small towns and rural areas;
and (b)help develop cooperatives,.especially by technical assistance, to
assist rural and urban poor
themselves to help
toward better life, and otherwfse encourage democratic private and
local governmental 
institutions? 

vractices and improve the technice.efficiency of agricultu. 

By incr.easing iuply of credit, project
i n
 
wJ-] provide small
accessibility farmers greater
to equipment and technology,
'including that offered by U.S. private
"enterprise..
 

The projct.agreement will 
so rovide.
 
- e. rwo 

Yes, 6 12(b) "'ai
 

i'heprojecis 
abed directly at increasing
 
local availability of credit for the smal.l
farmer. 
The credit will be used to finance
agriculltuJ~a

smjj inputs and livestock for the
arer thereby iroduction
 

increasi 
 r u
and the spreading of investmet to the rural
 
areaso.' 


" •
 

http:progra.ms
http:regior.al
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A~iNEX D - Page 9 
b. 	FAA Sec. 103, I(3A, 104, 105, 106,
 

107. Isassistarce being .:roe available:
 
CtIncludi only applicible paraoraph -
e.Q.,a,'b, etc. --
 wnich corresponds to
 
source of funds used. 
 If more than one
 
fund source is used for project, include
 
relevant paragraph for each fund source.]
 

(1)(103) for agriculture, rural develop
ment or nutrition; if so, extent to The project is specifically aimedwhich activity is specifically at increasJig the supply of creditdesigned to increase productivity available to the small farmek.
and income of rural poor; 103A]

if for agricultural research, is

full account takerl of needs 
 of small 
farmers;
 

(2) (104] for population planning or

health; if so, extent to which
 
activity extends low-cest, integrated
delivery systems to provide health
 
and family planning services,
 
especially to rural areas and poor;
 

.(3) JI05. for.-education, public admin
istration, or human resources
 
development; if so, extent to which
 
activity strenothens nonformral 
education, mikes forral education
 
more relevant, especially for rural
 
families and urban poor, 
 or
strengthens managcr;ent capability

of institutions enabling the poor to
 

. participate in development;
 

j4) 	(106] 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

and voluntary, or regional and inter
national developent, organizations;
 

(b) 	 td help alleviate energy problem; 

(c) research into, and evaluation of,

economic development processes'and

techniques; 
 / 	 . 

(d) reconstruction after natural or
 
-anmade disaster;
 

(e)for special development problem,

and to enable proper utilization of
 
earlier U.S. infrastructure, etc.,
 
assistance;
 

(f) for programs of urban development,

especially small labor-intensive
 
enterprises, marketlng systems, and 
financial or other institutions to 
help urban poor participate in

Prnncnmb And ~nrAl 
AvalnnmAon
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i.n spite Of 1z-d lmt,--~ t-'__rca.s 
lcv. cvr- e~.. rec Ord fo.~ 3t cl-n '10sa ae c,%=s jAd Zt l sc =ab1eThe renazg-t ---le for jBNT'Is -nU :5L tasea -It.erngeo -3.

'r-e -_eP'o.-_et =ate for smecia.- vesoZCeSthe Cate~goY (FOSDA, etc.) WaBm
50-6C%. 

The~ ar-c--ztin system c" 311' is ccutariz ed -rd ir. gereaJ. is considezed satisfactoz-f. The LARD in recent merotiJ.is v4-th -sT +zl 
that theY i- t ei-r extamnal itin-Lg by ha-v4-- an 4-_e.erdent 
a s 7-nis BN -~as a.~reed. to do. 

All b&ar .s in Pnaisi, izRxN'T, mlslt. OPArat-e vit"Un GC'L fizpci.aJ po1.ic-les arlmin.itered. thr-_.,ih Ce=.ral Baen4.'-e of Tanlsia. Thiscontrol is exercised "tra i~yo I' rtc owic t.e'as~s
 
CC-"C in2-M 1: 0 eolMCyEand l i t y atios 
 Intexest rat-es cmn 1c !flandd-::sad red-A scouz-t ceiimg Pze alzo controlled Ly the Centxroj. 

a2:ost lo:;~'Ile BI T cIeS all ozins t_ ~rc~li~ rIta'-so mak:es a;rx-cutuzal loan-s r~its :,_ fimds. T azs Cm~ Zt -a resuresaxe U.S.±l Vhrttrn"erpaSebetwee-m 1500 - 21,3X TD v-ith
in-terest ratcs 'bet-wetn 7-%. Los= liz-Ats izc>,jde a aia-- fe--=size
of 40 bectares ar~d a mnfZ.inn !onn o1 .5CC 1T. 

Rostoans de -LL~m Ks aw -.- esour.ces :recu_-e a 'dla.tte 
of crwzers'hip -for s -c-jrity. zqtlla~lr ent Cmrd cZC-.os a.ose-ve as sectz-ity
e-r- La =.~i cases cr:,p -msuzp_. ce is revoir-2 t-_ civer loSses fr~haiLl

ieLr . This -1.e_-a, .ezj desiz-ned *..e:i as to , and la--e£z_-=es wbc hrave adecuste *:eouces tan ~.-e he riak of :Lcss. 

BYT off Lcia2s e x-r a se3l.~ o:ri~:t in t'ne -Ojectand -, uld ince_:se :inj ahis :-2 e-_ed t -nd..eth
as-nect. 7-'-e BYT -4culd T) ,de t6-L: s4 -v ces -- tc- -srov r n m 'bPsiSvhic~n would be megoc4,iable '%ren thie-r f,%:-11 axe doetdSuch c.azrges cou.1d ";e e i.uct-- frcn L-tees'; coll-rcti)U and the za~£L-- intezest; i.-czz F.dr~ed to The -I i t fn.1.. 

37~ has h:_ad a *cte eoc f ~:~~~~i~~ ud ncotO sonits b-md= Of xenpzed ns ri::i. c~~ for t*Zi_ t'hat-the 31?T essuzes :-o rish -t oe t-3 ~ 'asus--11y 'n-isd a 
--

Aite 

there are inicat-::ns thnat a C.Laz une: ad -c s nct 4ao~d.h einr& .. ~~nnhe e tc ofZ; T 

T'he '37C is the, br__Ccal czecdit isjui~t ~tciaei hi3;xOJct.- It ':as conz eralbc e..-periezce i- t!he aiu.u-& e rabp-3 the rtsouzcea to Me~et the w~oject =eeds. 
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ANNE( E 

The -iroie-ct zro:oczz. estashes a't 0 1 
'This iis i.n lLne. '.-t!: COT~ Ed BY" POli cy to S~l 1:&±27~ sw~ cm 

s'.bsidized imteaest rates. As of :W.a l9Ti, !21 of GOT (?OSDA) tr-ns 
laby B~_ *,avebeen~ increased to ' J, ifro z r- .- riety of rataes 

3,U21-enis c-.n ==cu-poX:~raninag~ 3-5 its P,:r s %-r se3 

a-%~. Other s;,_c- a-.. -_s f= certaio ;ojects s-=h~it~ d 3 

SIDA coti--e V412QrA XZ inot-ees;. rates of 3 to 5~ 

Cereals -)rc-ves czed-t 0,~: t~n50 ha. 
.for a fLxed. a~urt. of ae ez a-,- zer 1-ect-ax. T*he farmz- 7e7 
doun 25% of tbz co.:st ar.& obtzims im lr-t-~tz -for t he bal r- e-. n-z 
lo&= isa reel after 1h-ai-es-c -. th a 3' i.- ees' zate. 7- A.s t te 

Thbe Office of to oless 

bi yepa of cr&Zt biie reolac eid 'yhis ro Aect Lm ts d-

Siate- azeas. 

~oct ~~to oy. cze-e14.fa of localThe 3N'T *;ga s the 
tEe C~~t?~I" (CL1). They -wexe stax-te4A imunions-, s Caffsses Lccales 


lc*5m re-cel-vedL seed -mey fr~m GOTîn '%.e meiniw~d- r_~ 

=ad 71-nr.~ tiz---I t o on te=-er s,,- e C&a- ta2. resits for Tey are 


=alia stort-tan. loztns fzcmLZ to $U.50 to4'0 b~ at a 7i -te--ezt
 

r2te. These czedit un-,icns heve m&ot -iroved -to be af-fe-zti'ie 
-~have 

ofCol robt-le~s. UL,.1U. :e:n Priiz z~~aJc,sz c.,Ltio 
st-ouldst~.2~~bus~..es-J e ozatic-a oe&izes to -w*--cb t~z.ey ccr

fo:r-. Each credit union. c-exates or its cirw th': a~r rsosf~ ~ t 

W.o a c t_:,ai st!:dzi~. cal politics . em i_'tazreze_ sczii 
o:;ezE VL.g p 7--.ci "Ls. 7te B ovi a 1,viness r~aG ! far each 
c'It uzic2i b-t 1hjs no -clce on th-*e ceI. B.r a~oc a-Ts ze

d ccounZ ~r L,-Ue ss ,cNC.. caGs for sele-&. loems.t o r -ai~ 

~c'eve m rezcut rste zro-,-ides cnly a 4 Lntzs s-;zad to te
 

=~iori whbLi assu=n-es tie :i.A Zeriots vealzess La th-e CLCM syst-tm
 
h_-s be-en the lakof technic-aA azsistazote Ln coju =otiom 'vit'_ 
theiz

cl.tUza. loan-s. .o-xaL P~cte=zsioa personze2 1-ave b-ntoo -fe-i B-Y_
 

se:-rices ia-ve 1i~ite to 11cra manse=nent rather tbln c=ici
been t&. 

assiStanP_7ce actlvt;s
 

In althox:Ch tInre L;a anc -. trend to slanar-_:le 
rateas neaze- tz) tzea:. c ost of n-ccey !.teze:t -:ates far aiut~J 
loanscotru ob ffi12yi'. 
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~~~~C5A-I'M>~L 1 ~M STVS C?=.EIT ?ROJ.r-CT IN 
NC-%;:I Tt3NISLA: T.- DA7CE' 

The act -1. ohasa 0-f teS=A -n. et heszm L: the Provizcvs of 
Jerdc~haandL~e:~r i th F2.lIl73. The SIMA :roject was seen as an 

ex-.er!izen-t n szaUi szex viVSe_ c .i.it was a =--2--S of reachin. 
the t.-editicnal. s:nrLl farm sect.:r in momn7 A'Zi~ _ahinoe 

A-li~ioi~gtefail-oe of thze co)2-ecti';iatAioz polilcy in 11969. 
This rzoJect :eoresents an e~~-~nof -611e S12LA zr oject to all1 eight
nroVinces In norzherm -usa.T~r.isiza oficie22s baie descr--ed it 

eouemt2.y as "le cn zetdu pz-:jet STMA". TI-e tv =ojects shpare t*,-)
LPr~ tazget E~rcup (sma. fa=E:rs), .sce2.s af cerea2.-s &nd 

\!socpr:c~ir4,and ey.-amsicn, fmislaing ofk~h~i rc,,dit, 
rourchased iknzuts c2.;astat-I -I-encien) 

Tunmisian :and Swed-.sli of'i*_c;aL. hpve eressad d44ssat!sfBCtiOn I2 
thbe SIDA project,. Soarn of it.-s resUts .mre:. 

.- 03of the 21oan f-n dI ezse-. t3 s 

- 181, of te a~z~t ~oeed -o e en 

- P35 t-efrr atc~tn in t"e proje-c.had 
C0 L±o 0 hec~-za:: . Ls oont:s-,- C f'c e --e nI 

the pi'ojev agrei -eLt 

'The imveare~tation to.1eISMhA =,%, be iwvidcd intoofTh pro ject 
three categories: 

Mazg~~ct.- 7ne succezs of the S.DA octdezaed on. cocxd'j"a
tion it a n=.nber of nOarast-EtQ- ze:c,_e!; C'ffce o.f Beas,3rcu 
Naticaz_ e de Tumiz-ie, M')ILice r1ie Vievzt- et _:,S ZS?ata.a Coc-er&-%. ie 
Centre2.e de c-*toc12_-"t.-ur ( 41,%r ;A. ...he neci.3;sa:rf coo--rc*nat_-om did 
Dlot m-t-iaie Li.'e sto:-2 CZ? 0:,so ql a.ity. Tra.T Cc7 s 
,eo~gL,_g to CCC.:k(0 d--.! znt o i.C did not ass 
the =roject with, loam callectiori. Trhe 5711 rotvtafff 
cantrol ovcr the sutr.- of Li-;ts cOm w .ich the success of th,-e~I -:o*6e<-t 

deend -d. S=P- of t"be para'talQ a en.*es axe arong- th iost :;-werful 
in stit u".icns i n e T-L, 4 s i az ) s---st. zF (e S7,e, Iar- BNT and t bIepo.i~c zz. 
01".1c e of Cez,-e a1s T'hee ee- to0xr %ec1h w4ith"O a accorc-S 

theoe aencries rgazdi- hiz:s i.'te t.:rards the =oject at
 
tbe project agreen.ent stage. 

Acceotarce by teTarzet?,t~t - az.'nall faz-oes, d~IsI4'*.ed 
the celtxaLized f.~-~r=nnp.: that was Lnnmlicit in 
ut SIDA Project dsi-.0r nc.ld nt"- =r ojs!ct, MOE,
:rmr = . de _4sIo ns w re 9 r L-_2ze . cc te hnicin 
=ac ie-r ope aao:-s Lr-A CC M ze - cza-ten betveeo t6hre4 
Pxr,-ect6 and -far-s was -th-e ez-ee of 5-ter-eificlatcn of "a.d 13-e. In 
pract ice, ca~Tc -Ases wer z=da v*-~ the oi-c-ie.Tile
 
-ocJ., for ezcamrle: . of ~~~~~f~~f-n~ ~ai &e
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ofan o t r i in th a. SC c z b e f- e-3 to *ce seem as"anr th~ o~~rt~ e" (as forcctd j~t ~*jmc~ . the _,60 ia 

Resist'nze by .i-Ee Faz-rers ?-ojectre',rse-ted --n ncstrusico oy 
P !rea - 'he SIDA -irole--t.nr.~ auz*cri,'L7 in 21.-- Czemas of pover.I t r,0 -- ~c a IIy cr ea ~ a i- n -v e for t he sn=p12.out hi s 12-n to ae ig' -*a - rao-t to r~a -~ ae t- 2.appack of caojtaI.. In=o-tI.ern 'unizia, lsze f'az- ers are - er.zots s::±J.0o z2-nersLrrigated areas of Asia (urca e inwh~ere szalt2 7az-nes- Far-o tle tei,*.ats). Thne Ora*EIna.2- "sci~al goal" of t*-ne SIDA p:.oj..- ctz *v "to L.-iz-it tChe ill. effects oflan byre talgiv r~ za2. ~~ cr3 te means o coera te theirUsir4 = ez ruzcased izputz, c-.n 1=nd

%r.atonof*is hcver,-. goal,.o'il~d i-_uce the su-rnly Of rzutal 12ai-:d for. lare feza orezators) a-rdcause the= tc lcore 1:2tti~o~. SDA, x-oJectseq-,x-tly resisted_' by t'Ce 1a~.ge 
-

1- -rs 
vas :n

in a .'zero reas. 2..-acefaz=e:-s *.-ezre Me 1n a nositi on to effczcive2.7 opoEa ar.-Iject i=-le-entation.bece~tase thley Occupi, ?Csitic.Is 02, Oc-1 thviychiefs). Sinca Thrxze 
c s r seczor 

-f:zers I.n -=-,be-= T-~~f sekt arm and th.ecea vhich "'ey cutiy-ate . th- Lr - c o o ed i.-, iemeraj.,hich give s-al I '4i-=crz tl:e to rnn-Eans to. c ontin;e c-a-,eratoo
times the rescurccs 

vc 
of t*-e S 7-DA -roject vez-e diva:"- onto :P~ginmal 2.z-d 

-. ,ic- el_=rge fz.-nezs -are nct Lm~tezrest-ea in acvuirzi-, but, -where 

The =xnntto of th SZ Acnrbl'e:_1s zo cl vac.sest the foiilowirg :-ecc=-enationz: 

1. Areenits (cozverit-%4_ccs) to. be rec.ca '..-.h --a taasuoo~lyrZ agem-ies t~ h uJ ~2o~LI ~'r o oet 3b'c1es. 

2. Adecivite ;z-Ov-isi*o- zee&s "C)be _;.e o'i~rcject Le tzi.on 
irilexible falrm n:.)Iet .ans :ho%:, not he_ 1-sced vmi roclineti= zones",c.~ecj~ 

3. de ut e s r-; i 1cn is .neeied +oCensure ta(Q~isact in th-: b-st ~ u~rteinterazt of th:e Ozojsctot ofpersnalizterest (rs.ag =n Out 
:r-s drz3~ ~ ;to 
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P OJET,AUTHOR:ZATION
 

AND REQUEST FOR ALLOTMENT OF FUNDS
 

PART II
 
Name of Country: Tunisia 
 Name of Project: 
 Small 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 Loan 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 revolving 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 and 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 
level 
oF A.!.D. aporopriated funding planned
 
for this project of not to exceed Eighteen Million Two Hundred Seven
 
Thousand United States Dollars (Sl8,2C7,000J), of which S17,300,000 w
411 be
 
Loan funded and S907,000 Grant funded including the funding authorized
 



- 2 
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.I.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.I.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.I.D. may deem appropriate:
 

a. 
Interest Rate and Terms of Repayment
 

The Cooperating Country shall repay the Loan to A.I.D. in
 
United States Dollars within twenty (20) years from the date of 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 (20) 
 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.I.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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C. 	Initial Conditions Precedent
 

Prior to any disbursement, or the issuance of any commitment
 
d6cuments under the Project Agreement, the Cooperating Country, except


otherwise
as A.I.D. may/agree in writing, shall 
furnish in form and substance
 

satisfactory to A.I.D.:
 

1) A request from the Cooperating Country for A.I.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 commitment
 
documents under the Project Agreement to finance any activity other than
 
the technician services referred to in paragraph c. 
above, the Cooperating
 
Country shall, 
except as A.I.D. may otherwise agree inwriting, 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. Gilligan
 

Clearances:
 
GC:MBall
 
GC/NE:JMuIen
 
NE/DP:BLangmaid
NE/TECH:WGelaber 

NE/CD:STaubenblatt
 
NE/NENA:JKnoll
 




