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PES : Sma.lJ. Farmer Supervised Agricultural Credit:
TUNISIA (664-0302)

PART II

13. Summary

Sma.lJ. Farmer Supervised Credit Project 664-0302 was authorized on
March 17, 1978. While the entire project was approved in principle,
the NEAC decided to authorize only $6 million, for the first two years
of the project, of the $18 million AID contribution. Authorization of
the balance is dependent upon project performance as determined by
periodic evaluations.

The project was designed to provide supervised lines of credit for agri
cultural inputs to small and medium farmers in five of Tunisia's
Northern Governorats. After an implementation period of approximately
18 months the project has approved over $3.5 million equivalent of
farm loans through over 3,000 loans. In addition, it has helped create
a Ministry of Agriculture agency focusing on small and medium farms,
the Office of Small and Medium Scale Farmers (DAPME). This manages the
provision of credit and technical assistance to the growers. In turn,
DAFME with the collaboration of U.S. technicians, has been abJ.e to
field and train (in service) 24 credit extension agents to assist the
farmers. As a result of these efforts the project has been instrumental
in introducing new farm technologies, and has had a positive impact on
the productivity, production, and income of the participating farmers.

While progress has been made, the project is not without its difficulties.
The transfer of the project from the overburdened Direction of Vegetative
Production (DPV) to DAFME and the related need to recruit and train staff,
a shortage of vehicles and the fact that the project is attempting to
reach farmers who have had no experience with formal credit inhibited
progress in the early stages. These difficulties have now been surmounted,
but lethergy by the National Bank of Tunisia (BNT) in processing J.oans,
repaying suppliers for materials, and prOViding data adequate to monitor
loan progress; the failure of the Local Organizations for Farm Credit
(SCMA) as a vehicle to guarantee small farmer loan repayment contributing
to significantly high delinquency rates, the social distance between semi
literate native Arab speaking ·farmers and a program with a decided French
bureaucratic orientation, and an interest rate (6 percent) which is in
sufficient to meet expenses of the project are lingering difficulties.
In spite of these drawbacks the combined evaluation team's judgement is
that sufficient progress has been made to warrant authorization of the
final $11.7 million tranche. The evaluation also suggests that U.S.
participation (LOP) be extended by two years to allow for the orderly
deveJ.opment of a credit deJ.ivery system and recuperation of time lost in
the earliest stages of implementation.
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14. Evaluation Methodology

The purpose of the evaluations was to measure progress of the project
and recommend adjustments in project design to improve implementation.
The evaluations were carried out in two stages. First the National
Center for AgriculturaJ. Studies (CNE~) conducted a series of surveys
geared to gather statistical information (e.g. number and average size
of loans made, number and aJIlounts of delinquency, production and income
increases) to monitor progress of the project. CNEA also gathered data
on constraints to project implementation. The methodology employed was
survey questionairies designed to generate emperical data through random
saJIlpling of project participants. Second, a joint Tunisian/.American
evaluation teaJIl (with two outside experts - Percy Avram. of Ohio State
University and Gordon DonaJ.d of the NationaJ. Planning Association)carried
out the usual mid project (in this Case l8 months) eValuation to assess
progress and provide recommendations for future implementation. The
methodology used by the teaJIl was a combination of literature review and
extended interviews with project personnel and participants.

l5. External Factors

There was no ~ajor change in Tunisian government macro-economic policy
during project implementation to date. In particular Tunisian monetary
policy continues to maintain a low ceiling on all formal interest rates
in the Tunisian economy.

16. Inputs

USAID inputs include two long term technicians, administrative support,
and a revolving fund for seasonal and mid-term credit. Aside from a
one year delay in filling the second (credit supervisor) advisor position 
a matter which contributed to the early slow going of the project - there
have been no difficulties with USA:ID inputs

GOT inputs include administrative and technical personnel, logistical
support (offices, vehicles, and maintenance), a medium term loan fund
for purchase of livestock and construction of livestock enclosures
($7,580,000) and administration and management of loan funds through the
life of the project. Satisfactory progress is being made in the recruit
ment of field personnel. At the outset DAPME assigned 19 extension
agents to the project. During the first year 5 agents were added bring
ing the total to 24 to service 3000 participants. This is a ratio of
1 agent to 1.25 farmers, a figure which is in advance of the 1 to 144 ratio
envisioned in the project paper. iUl of the agents have received the bene
fit of in-service training provided by CNEA and U.S. technicians.
A shortage of vehicles for agent transportation also presented adiffi
culty. However, a recent decision to commit $200,000 from the lO percent
administration fee of the loans, plus an additional $300,000 of loans
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for the purchase (including spare parts and training) of 54 vehicles will
multiply agent/farmer contact.

17. outputs

The combined evaluations indicate that the project is making accelerating
progress toward output targets. Over 3,000 loans totaling $3.5 million
have been granted (over 2,000 loans for some $2.9 million in the second
year refl.ecting the gathering momentum of the project) and 95% of the
applications have been supported by a farm production plan developed co
operatively by the farmer and credit agent. The inputs and services
combined with improved farming practices is contributing to direct economic
benefits for the farmers as evidenced by: improved productivity as yields
have increased, production has bettered as land left faJJ.ow has decreased
from 27 percent in 1978/79 to 17 percent in 1979/80, and incomes have in
creased -- especially among participants in humid and semi-humid climatic
zones. There is little doubt that inPuts of seeds, fertilizers, and
cultivation work totalling approximately 20,000 MT; 75,000 MY and
2,700,000 hours respectively will be achieved but not by the fourth year
of the project; a two-year extension will be necessary to reach these
targets.

Important additional outputs include the institutionalization of supervised
credit as evidenced by the creation of an organization (DAPME) to implement
the project, in-service training of field personnel especially in the
areas of credit management and development of farm plans, and the pro
duction of a supervised credit manual.

18. Purpose

The project purpose is "to prOVide, through a supervised credit program,
access to improved agricultural production inputs and technical information
necessary to increase the level of production technology employed by a
significantly larger number of small and medium sized farmers than at
present".

The above discussion clearly indicates that progress is being made toward
achievement of this purpose by the end of the project. The set of EOPS
conditions are being met, 1.e. participants are receiving assistance in
the development of farm plans, they are receiving credit, they are apply
ing recommended technology including herbicides which had heretofore been
difficult to achieve, and production levels have increased.

19. Goal

The goal of the project is "to increase basic food agricultural production
and to improve the income level of small and medium size farm units".
Again, the above discussion clearly indicates that production and income
levels of participating farmers has increased.
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20. Beneficiaries

The direct beneficiaries of this project are the approximately 3,000 smaD.
and medium size farm families who are receiving the supervised credit.
During the first crop year of the project, 67 percent of the ~oans were
made to growers with 20 hectares or ~ess; 3~ percent to the O-~O hectare
category, and 36 percent to the ~0-20 hectare category. During the second
year of the project, the percentage of farmers with ~O hectares or less
rose from ~ percent to 34 percent. Another notable achievement of the
project is that land title e~igibility criteria for smaD. farmer ~oans has
been re~axed. This in turn makes credit available to small. farmers who
are renting land or are involved in some other form. of precarious tenancy.

21. Unexplained Side-Effects

Not pertinent at this time.

22. Lessons Learned

from the evaluation, which will be a.pp~ied to making design

The second deals with a c~oser examination of BNT concerning the process
ing of loan application and repaYment ·of suppliers for materials provided
to ~enders. While BNT' s participation is crucial to the success of the
project, the eval.uations revealed that the Bank has offered litt~e more
than routine accounting and distribution services. The evaluation team t s
recommendation to establish a department in the Bank to deal exc~usively

with small farmer credit will serve to e~iminate these prob~ems. Dis
cussions with the Bank to this end are underway. Reporting services is
another area where the Bank t S performance has been found wanting. Monthly
computer printouts ~ack a number of critical da.ta, e.g. the aging of
de~inC1uent accounts, amount for which ~oans were authorized compared to
the funds actually utilized by the farmer, number of farmers and loans in
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force. Steps are being taken by AR-1ANE to have these and similar types
of data included in the reporting to better monitor the progress of the
loans.

23. Special Remarks

Significant program management implications center around capitalization
of the project; an issue with three related components -- loan delinquency,
performance of SCMA, and the interest rate for loans. CNEA reports a re
payment rate of 42 percent as of 12/31/79. Subsequent project data places
reimbursements at 61 percent. While there is a continuing trend toward
improved repayment the level of delinquency is nonetheless significant.
In part this high rate is attributable to the poor growing season in first
year of the project. An equally important cause is the ineffectiveness of
SCMA as a loan guarantee organization. SCMA is an artificial construct of
theBNl' designed to guarantee payment of loans by bringing group pressure
to bear on individual borrowers. It has not taken hold precisely because
it is an artificial institution to which the farmers have no allegiance.
Consequently it has not generated the peer group pressure as anticipated.
In line with an evaluation recommendation the MisSion/GOT are considering
use of an alternative institution - one indigenous to the local level as
a vehicle to enhance loan repayment by individual borrowers.

All Tunisian institutional interest rates are subject to government regula
tion. At the time the project was authorized special concern was expressed
that the lending rates charged to farmers were- too low to cover the
lender's costs. Thus the project would be decapitalized. Decapitaliza
tion of the revolving loan fund will not occur because both for this
project and its sister agricultural credit project, funded by the IBRD,
the 'government has agreed to maintain the level of the loan capital.

An upward shift in the entire controlled structure of Tunisia's institu
tional interest rates is major macro-economic action. This project,
primarily aimed at small farmers cannot bring it about, however desire
able. Critical emphasis in a¥JY case should be on the interest paid to
savers, and the way savings are mobilized to preferred uses such as farm
investments; not on the rates charged farmer entrepreneurs. Most interest
discussion of the subject has however focussed on the latter aspect,
because that is the focus of the project. The interest rate charged is
tied to the BN!' agricultural rate, and that will now be periodically
examined, by agreement. That is probably as far as this project can
carry the larger macro-economic question.
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