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The extension of loans under the DLF was subject to the terms and conditlions,
as well as the procedure, stipulated In the DLF loan aqreoment. Thase quite
often vere found to be rather cumbersome and t+ime-consuming as compared with
.The rogular Import practlice. As a result, the utillization of loan facillitles
under the DLF was considerably slower In comparlison with the SRLF, The number
and amount of loans extended under the DLF classlifled by Industry are shown
‘below.

DEVELOPMENT LOAN FUND
Loans Classlifled by Industry
February 1962 through May (967

Type of Industry to. of Loans ., DNollar Amount g
Construction & Bullding Materials s 1,086,653 23
Food Processing ' . 20 901,773 19
Fertilizer 3 - 602,997 13
Meotal Fabricatlon 7 381,796 8
Clothling 7 ° 266,665 -5
. Footwoar and Leather . . 3 195,534 J
Furnlture 7 170,350 "4
Salt | 91,765 2
Plastlcs 3 113,953 "2
Razor Blades | . 42,840 |
Othor 24 o 824,772 s
Total 94 ; 4,679,098 100

Importance of STB In Tunlslan Financlal Community

At tho tlme of Tunlsla's Independence In 1956, the country's banking system was
entiroly vndor tho control of French flnancial Instlitutions. Bocause of the
uncertaln position with regard to French holdings In Tunisia at that time, these
banks were .t wllling to make the Infusions of capital which the Tunlslan Govern-
ment thought n~cessary for economic development. As a result, the Tunislan Govern-
ment declided in carly 1957 to estabilsh a fully Tunislan owned and operated
developmont bao:nk.

Durlhg the last {.n years, the STB has witnessed a 7apld growth of Its assets
which, at the end of 1968, -.oounted to D 128.7 mlllion as cgmpared with approx-
Insinty D 18,000,060 In 1955. The bank Inltially was capltailzed at D 400,000
($950,000) divided into 80,000 shares held by some 1200 shareholders. As of
Deccmber 31, 1968, the STB's capltal amounted to D2 milllon. With the excaption
of the Government, no omre shareholder owns more than 2-1/2 percent of the paid-~In
capital.
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TUNIS TOAID A- 100 UNCLASSIFIED 6 + 9

With the constant expension of Its resources, the STB has been able to furnish

a signlficant portion of the short-, modlum-, and long-torm credlt utilized

for non-agricuitural activitles. Today It accounts for almost 40 percent of

the cormerclal banking oporatlons In the country and Its equity holdIings Include
entorprises In tho flelds of Insurance, navigation, tourism, commerce, Industrial
roscarch, toxtlles, motion plctures and steel production.

4. Evaluation on Spoclflc Polnts

). Goals

The moblilizatlon of additlonal capital for the STB (apart from perledic
Incroased to tho Misslon supported SRLF and the U.S. Import Fund) has taken place
within the contoxt of tho ovorall Tunlslan Investment program which, since 1964,
has been developed §n consultation wlth the IMF and tho Vierld Bank.

Increcses In funds at the STB resulting from elther Goverament subslidles, individual
savings deposi+s, or deposlts of seml-public organlzations of over a yez~ In duratior
have been used to flnance activitlies endorsed by Government planners. /£ Tlonally,
‘4ha STB has boneflted more than any other Tunlslan bank from Governmont duposits ef
counterpart funds gencrated under various forelgn asslstance programs.

Savera restrictlions were put into effect by the Centrai Bank In order to Iimlt the

xpanslion of bank craedit during 1967 (speclal lendinq funds were excluded), lot-
withstonding the STB's close relationship with the Government, It Is subjec? to
t+he sama controls lald down by the Central Bank as are private banks In Tunisia.
As e result, now lending by tho STB has been sharply curtalled.

Untlt 366 an Important sourco of forelgn exchange for Industrial Investmont was
suppllz=s! credits. Since that date, the Contral Bank, In cooperation wlth the

IMF, has »laced yoarly colllngs on suppllers' credits and each loan must be approved
by the Cc="ral Gank. The Soclete Natlonal d'lnvestlissements, with Vorld Bank and
IFC toans +.: $15,000,000, presontly is the maln Instltutional channel of lonn-term
forelgn exciiunge credit for the financing of new private Investment In manutacturing
and tourlsm.

With tho excep? on of the $5 milllon AID lLoan, the STD has never had forelgn
exchanoe rasourcas at Its disposition. In 1967, however, the STD Incroased Its
shert-torm Indedtednoss with 1+s European correspondent banks by approximately
5i" n11'tlon, mainiy to generate dlnars for local short-term lending. The Govern-
mont reallzed that such short-term borrowlng posed a potentlial threat to monetory
stablilty and, in thelr financlal program for 1968, Imposed a celling on short-
torm borrowing from abroad.

Aithough varlable Interest rates are not used to Influence the pattern of Investment
tn +he Industriol sector (this Is not the case, however, when It comes to agri-
cuiture), highly sought atter resources avallable to the STB are directed primarily
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entorprises, tha STB not infrequently finds Itself In tha position of naving
to overiook questions of cconomlc and technlcal feasibllity.) For the SRLF,
USAID raviews each loon request and I, for any reason, finds the proposed
loan fo be unsound, may reject the apptication,

3. Moncgement and Oporatlonai Pollcles

Tho STB as a deveiopmont bank has 8 rescarch and statistics departm nt
which conducts economlc roseorch and makes studlas and surveys of various
Industrial projects. The management staff performs all ot the various banking
oporations with competence and effliciency. '

Curlng The last ten ysars of SRUF administration by tho STD, the record of loan
repayinents has beon excollont with hardly any loan 1oss0s Incurred. This, 7o a
creat oxtont, Is due to tha high calibre of the bonk's lending offlicers and*thelr
abiiliy to oxamine carefully and evaluate accurately oach {oan application, They
aiso nzintaln a close follow-up on the progress of the project and the flnancial
conditicn of all borrowers and lend them technical or mansgerla’ asslstanca as
roquirod.

Durlng tha early peried of the SRLF oporatlons, a conziderable number of |oans
woire made for tho ostablishment of now projects; sinco ihern, the distribution
-of loans among established and now flrms has been nearly aqual,

Throughout our retatlons with the STB thore hos not bsen any conflict of Interest
problems perialning to bank personnel.

sinca tho ostablishmont of the STB,1ts oporations have boen profitable. The bank
shorchnidars have always recelved a dividend and the remalnlng protits have helped
to lncrense the bank's copital funds from D632,000 Tn 1959 to D8,984,000 In 1968,

C. QvoraS}'Evaluafion and Conclusions

The Tunl:!-a Govermment is the dominant Intorest in the ownership and control
of most of the notlon's rmajJor enterprises, Slnce Indepondence tha Government has
formed many new ~ompanlos for the purposo of esteblishing new Industries, ¢sken
ovor control of «xisting entorpriscs, and In many ways enqgaged in activitles
deslgnéd to furticr the economic development of the country. The financing of the
GOT invesimont program, as pointed out above, has been carried out to a significant
oxtest by tha STO.

Tho CGovarrment domlinanco of Industrial Invostment In Tunisla has genarated foar

and a lack of conildonca In tho future of the private sector among Tunislan businessg-

men. U.S. asslistance to tho $TB for privato sector Investmont has not boen adequate

to countoract this foodlng. Over 95 rarcent of the loans made In 1967 and 1968

undai tho SRLF wero for actlvitios In the tourlst sector, the only area which,

aczoirdiag to Governmaent statements, Is fully open to private entreprensurs. Al-

T+ gt the large numbar of loans for hotel constructlon may retlect the lack of
UNCLASSIFIED
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Inta:eat by Tunlslan businessmen in sctivitlies other +han tourlism, thoro aiso 1s
the possibitity that the manaacacnt of the STi, In accordance with 60T nolicy,
dellberately dlsceuraced appllcailon for industrial actlivities. in thic regard,
we hove found that £1D can bring ahout only minor chanaes in the management of
fending oporattons & dealfng directly «1th tank offlclals, notwlthstand!na the
tarqe amount of f1aoralal resources mado avallable to tha STE by the U.5. Govern-
pert.  Sloce poatey (2 -ntabl 1shed by the GOT, i is the Govermment planners
resnonstole for the alicnatlon of rasources on a global_sca!e wlth vhom ASD must
reach agreement regarding poilcy changes effocting the STB's oporations.

in add1tion to possible Goverrment Infiuenco with roqard fo the SRLF 's management,
1+ is suspected that the provision of mod ium=term fumis to the STR freed other
roscurces to finance government projects. The cstabl tshinent of the ShLF in a
strintiy private bank, removed from dircct Government controi, might, In the

H
topy run, have provided more cradit for alli-private sector activities.

RUSSELL
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