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4. [escriptlon of Project
 

i. Country - Tunisia
 

2. Name of I.C.I. - Societo Tunislenne do Benque (S.T.B.)
 

.
/ 

j, 
\

' 3. Class of I.C.I. - mixed - 51% State owned, 49% other
 
4. Date established 
- January 1, 1957
 

5. Initial assistance from AID
 

Date AmOun 
 Kind 

1958 0840,000 Local currency grant
($1,260,000) 

6. Does It take eqvity participation? X Yes
 

S.T.B.'s capital structura as of ;2/31/58 

Capital Stock (80,.O0 sh.rts @ 05. each) D400,000
 
Surplus 
 24,0M

-Reserves for contlngenclos 
 36,000

Undivided profits 
 10,000
 

Total Capital F"'ls
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a. om AID .... .SubsoquentAsslstaofi 


a.SpcalRvovigLonFund (SRLF).
 

Date Dollars* Dinars Kind
 

1958o 2,0 004,0 ocal currency counterpart grant

1959 1,714,300 720,000 . It." " 

. i. f . 

1960 1,785700 750,000 

' 
1962 261,904 110,000 104(f) loan 

1966 1,920,760 1,000,000. " 

1966 1,90p760 1,000,000 ~poja cutorvousN o 

1968 952,380 500,000
 

.1. Development Loan Fund'/ .:: K 

1961 5,000,000 U.S. Dollars ..
 

9. S.T.3.'s capital structure as of 12/31/68
 

Capital Stock D2,000,000

Surplus 3,214,000
 

Reserves for contingoncles 2,850,000 '
 

Undivided profits' 920,000 1. , --

Total Capital Funds D8,984?,000
 

10. Status of D.L.F. Loan No. 664-A-008 as of July I, 1968
 

$4,674r767.24
1Qxonj ...- Disbursed -$4674,767.24 

"
 1I. Interest Rates 


SRLF .DLF OTHER
 
Average rate paid by S.T.B. - 4'
 
AWerago ra- chargod by ST.. 6-1/2% 6% ....
 

Interest on 104(f) loans Ispaid by the Tunisian Government. The STB 
receives for managemont services.,the first two percent of Interest 
earned. The balance Iscredited to the FSR for new lending. The rate 
of interest charged by the STB under these funds applies to all bor­
rowors alike.
 
.Do..arlequivalent provided Indinars: exchange rateused :
 

-

01420 for 1958, 59, 60, 62; 0 52I for 1966, and 01525 for 1967 and 68.: 
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The Societe Tunislenne de Banque was established by Government proclamation In
 
I957 to.:porform coewnercilIbankl IgfunctIons-and-to-pryIde-'equIty an(I loan-
 :­capital for new and expanding enterprlses. It Is a joint stock company In which
the Government of Tunisia holds 51% 
of the stock. The remainder of the'stock isheld by various local companies and Individuals. Fy statute the STB Is empowered
to receive deposits, nogotlate comercial paper, handle discount operations, and';o make uodium- to long-term loans. It also by statute Is authorized to admtnistE!­
the USAID financed Special Rovolving Loan Fund and DLF Loan 664-A-008; to operate
the Tunisian Government Building and Loan Program; to acquire shares, with 
Its 
own resources,, In enterprises that contribute to "the development of the economy";
and to borrow on foreign money markets. 

Tho Speclla1 Revolving Loan Fund (.flLF) 

'n 1958 the USAID Mission entered into an agreement with the Tunisian Government
 
tor 'he astablishment of a Specl Revolving Loan Fund. Under the terms of this
 
agrement, as amended, the STH administers the SRLF which has as 
its objectives

I) provision of medium- and long-term development credits to private Induv"rial

enterprises (including tourism) and 2) local currency financing on a mediu
basis of the procurement, Installatlon, and/or assembly costs of U.S.-sourcL 

',rm
 

commodities through a sub-account called the 
"United States I'port Fund," Totalcontributions to the SRLF as of December 31, 
1968, came to C4,920,000 ($10,539,015)
of which DI million was earmarked for the United States Import Fund.
 

The agreement between the USAID and the Tunisian Government further provides for
the ST8 to determine the suitability of all loan applications for both the SRLF
 
and the U.S. Import Fund, based on accepted banking standards. Those Include
adequacy and quality of the applicant's financial structure, technical 
feasibility
of the proposed project, and marketing considerations. At least 25 percent of the

total funds available to the SRLF (excluding the U.S. Import Fund) are to be

utilized for loans to privtte Industrial enterprises other than tourism. All
 resources av."liableto the SRLF may usedbe for medium-term loans not exceeding
ten years whC +i up to 50 percent of that portion of the Fund 6vailable for touristactivities may .e Made repayable within the maximum period of 15 years. 
The
accord also pro'des for the STB to determine the rate of Interest on loans based
 
on the going ra'-o on the Tunisian financial market. The first two percent of
Interest earned f 
retained by the STS for management services; remaining Interestand loan repayments are to be restored to the SRLF for relendinq. Losses are
shared 25 percent by the STB and 75 percent by The SRLF. 

In 1967 the SRLF agreeent was amended to provide for the "United States ImportFund" sub-account which makes financing available for up to 75 percent of the
total procurement costs of U.S. products, as well as costs relating to theirfinal utilization. Repayment of the loans under the sub-account may be made ovirtwo to five years with a grace period of one to two years, as appropriate. The purpose of the account Is to make U.S. commodities available to Tunisian Importers
on terms which are competitive with European supplier credits. 
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There are no limits on the size of loans, either under the SRLF or the U.S.
 
Import Fund.
 

Since the organization of tho SHLF, 180 loans for a total of D8,078,089 have
 
been approved by the STb., The classification of loans by Industry is as
 
follows:
 

3C11.PECIAL REVOLVING LOAN FUND
 
Loans Classified by Industry
 

January 1958 thruh December 1968
 

Typo of Industry. to. of Loans Pinar Amount 

Hotel 30 3,859,700 47 8
 
Transportation 13 888,083 11.1
 
iood & Dever-ages 31 554,255 6.9
 
Olive Oli 9 519,935 6.4
 
Construction & Bullding Materials 13 714,369 8.!.
 
Metal Fabrication' 5 220,729 2
 
Clothing & Textiles 13 181,719 2..
 
Fertilizer 1 224,000 2.9
 
Footwear and Tanning 3 144,000 1.8
 
Sugar I 100,000 1.2
 
Other 61 662,799 8.2
 

Total 180 3 0 T 

The United States Import Fund has been used to finance the following activities:
 

Typo of Industry No. of Loans Dinar Amount
 

Metal Fibr,'catlon I 170,000 
TourIsm '"' 3 207,200 

I 3,)' Tote I 

DLF Loan A-008 

The OLF loan requi,-d the prior approval of AID/W for any sub-,loan authorizing 
the use of $100,00 or more. The STB also was required to ensure that at least 
50% of gross tonnage of all commodities financed under the loan was transported by U.S. 
flag commercial vessels. Disbursements were obtained by means of Letters of Cowltmomnt 
which weiro Issued by the DLF through U.S. banking Institutions, All payments under
 
the Letters of Commitment were effocted upon presentation of specifled documents to
 
the U.S. bank.
 

UNC.ASSIFIED 
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The extension of 
loans under tho DLF was subject to the terms and conditions,
 
as well as the procedure, stipulated In the DLF loan aqreoment. These quite

often were found to be rather cumbersome and time-consuming as compared with
 
.the rogular Import practice. As a result, the utilization of loan facilities 
under the DLF was considerably slower In comparison with the SRLF. The number 
and amount of loans extended under the DLF classified by Industry are shown 
-below.
 

DEVELOPMENT LOAN FUND
 
Loans Classified by Industry 

February 1962 through Ml 1967 

Type of Industry No. of Loans Dollar Amount 

Construction & BuildIlig Materials 18 
 . 1,086,653 23
 
Food Processing 20 901,773 19
 
Fertilizer 3 
 602,997 13
 
Metal Fabrication 7 381,796 8
 
Clothing 7 9
266,6E5 

. Footwear and Leather 3 195,534 
Furniture 7 I3O,350 4 
Salt 
 / 91,765 2
 
Plastics 
 3 113,953 2
 
Razor Blades I 42,040 1
 
Othor 
 24 824,772 18 

Total I 1-"O" 

!mrportanco of STB In Tunisian Financial Community 

At the tYrqe of Tunisia's Independence in 1956, the country's banking system was 
entirely under tho control of French financial Institutions. 130cause of the 
uncertain p.,Ition with regard to French holdings InTunisia at that time, these 
banks were .-t willing to make the Infusions of capital which the Tunisian Govern­
ment thought n-cessary for economic development. As a result, the Tunisian Govern­
mont decided iti early 1957 to establish a fully Tunisian owned and operated
 
development bawiY.
 

Durlhg the last i-;n years, Ithe STB has witnessed a r'apld qrowth of Its assets
 
which, at the end of 1968, .­,,iounted to D 128.7 million as Compared wdth approx­
lfin.'.I~D 18,000,000 In 1959. The bank Initially was capitalized at D 400,000
 
($950,000) divided into 80,000 1200
shares held by some shareholders. As of
 
December 31, 1965, the STh's capital amounted to D2 million. With the exception
 
of the Government, no one shareholder owns more than 2-1/2 percent of the paid-in
 
capital.
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WJth tho constant expansion of its resources, the STB hs boon able to furnish 
a significant portion of the short-, medium-, and long-tom credit utilized 
for non-agricultural activities. Today it accounts for almost 40 percent of 
the cormerclal banking operations In the country and Its equity holdings Include 
ontorprises In the flol4l of insurance, navigation, tourism, commerce, Industrial 
rosearch, toxtiles, motion pictures and steel production.
 

L6. Evaluation on Specific Points 

I. GoaIis 

Tho mobilization of additional capital for the ST (apart from periodic
 
incroaso t to tho i'lssion supported SRLF and the U.S. Import Fund) has taken place 
wi-hln the context of the overall Tunisian Investment program which, since 1964, 
! .1. bon developed In consultation with the IMF and the 'cr-id Nink. 

incroases In funds at the STB resultinq from either Government subsidies, Indivlduml
 
-


savings deposits, or deposits of semi-public organizations of over a yac In duratior
 

have boon used to finance activities endorsed by Government planners. 1, tionally,
 
the ST6 has benefited more than any other Tunisian bank from Government dpeoslts of
 

counterpart funds generated under various foreign assistanco programs.
 

Severe restrictions wore put Into effect by the Central Bank In order to limit the 

expanslon of bank credit during 1967 (special lendinq funds were excluded). Jot­
withstanding the STB's close relationship with the Government, It Is subject to
 
the same controls laid down by the Central Bank as are private banks In Tunisia.
 
As a result, now lending by the STB has been sharply curtailed.
 

Until j'9G an Important source of foreign exchange for Industrial Investment was 

supplik-:;' credits. Since that date, the Central Bank, In cooperation with the 

IlF, ha-, ilaced yearly ceilings on suppliers' credits and each loan must be approved 
by the C'.."ral Fiank. The Societe National d'lnvestIssemonts, with World Bank and 
IFC loans 1..$15,000,000, presently Is the main Institutional channel of lonng-term 
foreign exc:,.gnqe credit for the financing of now private Investment In manufacturing 
and tourism. 

With tho excepr!on of the $5 million AID Loan, the ST13 has never had forelqn
 
oxchanf;e rosourcos at Its disposition. In 1967, however, the ST3 Increased Its 
'hcr?-torm Indcbtednoss with Its European correspondent banks by approximately 
-m"iI.,on, mainly to generate dinars for local short-term lending. The Govern-
Pont real izod that such short-term borrowing posed a potential throat to monetary 
stability and, in their financial program for 1968, Imposed a ceiling on short­
torm borrowing from abroad. 

Although variable Interest rates are not used to Influence the pattern of Investment 
in 1"o industrial sector (this Is not the case, however, when It comes to agri­
culture), highly sought after resources available to the STB are directed primarily 
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in support of Government sponsored companies and off ices. In 1967, for example,
 
(sovoral of the most Inefficlent of the semi-public firns (e.g., El Fouladh Steel
 

Mill, and SOGITEX (textile company)) wore accorded overdrafts which subsequently
 
datoberef on a mo m
6n i ;tbl ba-tcrmbsis--7SeVIeral-private bankswere forced ........-­

by the Central Bank to assist the STB with the refinancing, thereby reducing the
 

amount of credit which otherwise would have been available to the private sector.
 

Although our STB project was not designed to promote the establishment of a
 

socurities market, It should be noted thatthe Tunisian National Assembly recently
 

approved a law establishing a stock exchange (bourse des valeurs mobilloros). ' 

The exchange will handle stocks of private as wolI ass~mi-public companies and 
all Tunisian citizens will be oligible-to purchase or sell on the exchange. . 

Shortly aft'athe establishment of the SRLF at the STB the Mission funded two
 

U.S. technicians to provide the expertiso necessary to evaluate loan applications-­

one ws'th banking and industrial development experience, and the other with an
 

engineering and managerial background. "The U.S. advisors worked both on loon
 

Investigations and loan servicing and In some cases actually worked up loan ipplice­

tions as a mons of teaching the Bank staff how to perform this function.
 
adv.isors finished their work and departed in 1961. Since this time the ST3 has
 

satisfactorily performed the functions of loan evaluation and serviclng.
 

Achiovemont of Goals
 

The M;sslon bolievos that assistance to the STB through 1066 adequately met the
 
project objective of encouraging private sector Investment. U.S.-owned and con­

trolled local currency funds wore provided to the STBif'thln the general context
 

of Tunisian devolopment plans. Although AID generally has supported these plans,,
 

it now appears that, on an overall basis, Insufficient resources are being made
 

available for the financing of privato sector activities outside the area of
 

tourism . irthis regard, the utillzatlon of the SRLF during the past two years
 

has boon primarily for tourist activitios, In line with the Government pollcytnot­

withstanding e; orts by the Mission to Increase utilization of that portion of the
 

fund reserved tor manufacturing endeavors.
 

2. Selection of Borrowers
 

In Tunisia, any Investment, Including the establishment or expansion of
 

any Industrial project, requires the prior approval of the Government. The Ministry
 

of 'hrs Pia and National Economy investigates each development project, Including
 

Its technical and economic feasibility as well as the value of the project to the
 

national economy. It also must approve the project's plan for financing which
 

sets forth the amount of capital to be providodby the owners and the f.nanclng that
 

may be obtained from other sources. The STB similarly examines the project,
 

particularly its commercial profltabillty.', Italso conducts a thorough Investigation
 

and analysis of the financial standing of the borrower, processes tho loan applice­

flon, vnd.,determines 1-he loa'n conditions. (With regard ,to loans for Government
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entorpriscs, the STB not infrequently finds Itself Intho position of having
to overlook questions of cconxnlc and technical feasibility.) For the SRLF,'
USAID reviews each loan request and If,for any reason, finds the proposed
loan to be unsound, may reject the application.
 

3. !_on.qemon n Opora-fIonaI Policies 

The STB as a devolopmont bank has a research and statistics dopartm nt
whIch conducts economic rosearch and makes studies and 
 surveys of variousIndustrial projects. The manoj(rmont staff performs all of the various bankingoperations with ccmpotence and efficiency.
 

During -ho last ton years of SRLF 0dminisfration by tho 'ST, the record of loanrzpay;,onts has been oxcollont with hardly any loan loss6s Incurred. This, to arr: rnotont, Is duo to fho high calibre of the bank's lending officers andttheirab ii-y to examine carefully and evaluate accuratel,/ each loan application.
also r;;ntaln a close follow-up on the progress of ,the project and the 
They 

financialcondition of all borrowers and lend them technical or managerla3 assistanca as
 
roquirod.
 

During the early period of the SRLF operations, a consildor-blo number of loanswore made for the ostablishmont of 
now projects; since 1hon, the distribution
of loans among established and now firms has boon nearly equal.
 

Throughout our relations with the ST[3 there has not boon any conflict of Interest

probcrms portainlng to bank personnel.
 

Sinco the establishment of the STf3,lts operations hove boon profitable. 
The bank
sharoeholdrs have always received a dividend and the remaining,profits have holped
to incrc-)so the bank's capital funds frot, D692,000 in 1959 to 08,984,000 In 1968. 

C. Ovora.. Evaluation and Conclusions
 

The Tuni:-l4 Govorm.,ont is the dominant Intorest In the ownership and controlof most of tho n'.ion's major enterprises. Since Independence tho Covernment has
formed many nc',w "-mpanios for the purpose of ostablIshinq now Industries, konover control of ,t.,sting enterprises, and Inmany ways engaged In activitiesdesigned to furt.icr the economic development of the country. The financing of theGOT Invostl-,ont pro-mirn, as pointed out above, has been carried out to a signiflcant

od-e-, Vr the STh. 

The Govornment dominanco of Industrial Investment in Tunisia has generated fearand a lack o confidence inthe future of the private sector among Tunisian business­mrn. U.S. aszsistance to the STh for private sector Investment has not boon adequateto countoract this foQ3ng. Over 95 percent of the loans made In 1967 and 1968
undeir tho SRLF were for ac,'ivitios In the tourist sector, the only area which,aco-crdino to Government statmonts, Is fully open to private entrepreneurs. Al-V ujg, the large number of loans for hotel construction may reflect the lack of 
UNCLASSIFIEn 
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acntIvitics other than tourism, thern 
oso Is
 

ty TuvlIlhn bsInossmoinIInto~ot In accordance with MOT nolIcyth, posibl' y thui lho mannprClt of the STP,, 

dol~lbcr'ately dI.cdirs.d applcailoi for industrial activities. in this coq.rd,of 
can bring about only minor chanaes in the m.naqemont 

thehnve found ti,," P!) 
lendin oporatforis fov8rn­
we 

I"v dealing directly with tank officials, notwllh.tandlrm 

rado avnilable to tho ST, by the U.S. 
rosnurcosIarqc *,mount oi."f'nj:'J.!al Is the Governm('nt planner.shy the POT, it

pio Ic'j iz -,;tabl Ishod must,.1t.. !Incn a global, scailc wtih vhox f-10 
tho al 10,:,&,:on of resources on 

r.--pon!ble fo- effecting the STB's oper lon5. 
reach agreement regarding poulcy changes 

RLI's markigement,
 
inaddition to possible Goverlont 

Influence with rogard ,to the 


It issuspected that the provis|on 
of modlum-termfrunds to the STB 

freed otWr
 
.LF ina
The ns-ablIhinen. c, the 

.- to finance .ovorno-nt projects. the: control ,iIght, In 

from dIrect Government 

s1 !:tiy private bank, removed 

op.q run, have provided more crnd!it for 
all-privatesector acTivitlos. 
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