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Study sees Tunisia as ‘priority for Western engagement’
Amal Mudallali

Washington

A

study by the Atlantic
Council’s Rafik Hariri
Centre for the Middle
East calls on the United
States and European Union to “develop a joint transatlantic
strategy that recognises Tunisia
as a priority for Western engagement with the Arab world” because
“democratic Tunisia is critical to
advancing the West’s goal of a more
stable and moderate Middle East”.
The report stressed urgency,
warning if there is no action soon,
Tunisia may succumb to the many
challenges it faces.
The report, A Transatlantic Strategy for a Democratic Tunisia, said
that “five years after the revolution,
democratic reform in Tunisia is
shaky and the public mood is darkening”.

“An FTA would send a
strong signal of
confidence in the
Tunisian economy.”
Amy Hawthorne, of the
Project on Middle East
Democracy
The challenges for Tunisia are,
according to the report, in three
key areas: economic development,
security and democratic development. In each area, the report identifies “clear steps” the United States
and European Union can take to improve the situation.
The first step is to “increase support by pledging a joint package in
aid, investment and trade benefits
worth at least $2 billion a year for

the next five years”, a substantial
increase in assistance the West currently provides Tunisia.
The second step is measuring
the direct effects of all initiatives
on “youth unemployment and regional economic disparities”. The
report proposes a “high-profile
conference on economic development” convened in one of Tunisia’s
impoverished governorates.
It also calls for linking “significant budget support to the implementation of reforms” and working
with the International Monetary
Fund (IMF) and other multilateral
financial institutions to strengthen
Tunisia’s social safety net. Importantly, the report calls for increasing EU and US market access for
Tunisian goods and services.
The final step urges greater consolidation and coordination of economic assistance among Western
donors.
Paige Alexander, assistant administrator of the US Agency for
International Development, said
the focus should be on economic
growth and economic disparity. She
emphasised the importance of implementing broad-based economic
reform. “Tunisia made impressive
strides in the last five years,” she
said, “but it has a long way to go”.
Alexander noted the $500 million
loan guarantee the United States
signed with Tunisia on June 3rd,
the third such guarantee since 2011,
and said the US government had
provided Tunisia with more than $1
billion of support since the revolution.
Nicholas Westcott, managing
director for the Middle East and
North Africa at the European External Action Service, said the European Union has provided Tunisia with
more than $3.3 billion in economic
and political support since 2011.
IMF economist Andrea Gamba

said the fund was working with the
Tunisian government on implementing structural reforms in the
financial sector and civil service.
Amy Hawthorne, of the Project
on Middle East Democracy, called
on the United States and the European Union to make Tunisia a high
priority.

The challenges for
Tunisia are, according
to the report, in three
key areas: economic
development, security
and democratic
development.
She said that in addition to economic support, Tunisia needs assistance to address security and
in dealing with counterterrorism
“without building a police state”.
The overarching goal, Hawthorne
said, should be to help Tunisia develop as a democracy. “If we lose
sight of that we lose,” she said.
Karim Mezran of the Hariri Centre advised people to “look at the
political dynamics in Tunisia.” He
said the fragmentation of the political parties that is taking place, such
as the split in Nidaa Tounes, “weakens the parliament, the government and it weakens the possibility
of reform”.
Tunisian Ambassador to the United States Fayçal Gouia proposed
a committee be established so the
United States and the European
Union can better “coordinate and
cooperate with Tunisia”.
He said the Tunisian business
community has asked the Americans to start negotiations over a
free trade agreement (FTA) with
Tunisia. He said an FTA would
“give a positive signal to the international community that Tunisia is
a reliable partner for business and
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investment”.
Hawthorne said an FTA “would
send a strong signal of confidence
in the Tunisian economy” but noted that the Obama administration
has not prioritised bilateral free

trade agreements. “This is a real
missed opportunity,” she said.
Amal Mudallali is a Washington
correspondent for The Arab
Weekly.

Economic troubles
hinder Tunisia’s
recovery
Lamine Ghanmi

Tunis

H

ailed by international
financial institutions as
the “success story” of
reforms in North Africa,
Tunisia’s economic attractiveness and resilience over the
last two decades are being threatened by security fears, social unrest
and weak government leadership.
Tunisia had an average growth
rate of 4.5% in the decade before
the ouster of former president Zine
el-Abidine Ben Ali in 2011 but has
faltered since. The International
Monetary Fund (IMF) said Tunisia’s
gross domestic product (GDP) is
predicted to grow 2% in 2016 after
increasing 0.8% last year.

According to the
African Development
Bank, Tunisia needs to
change its
development model,
restructure its
financial sector, trim
regional disparities
and cut debt.
The slow pace of growth has
worsened an unemployment crisis,
particularly for the country’s young
people. Overall joblessness was 15%
in 2015, according to the IMF, but it
was twice that for university graduates and 35% for Tunisian youth in
general.
Tunisia was hit by three deadly
jihadist attacks in a 13-month span

that hurt its key tourism industry
and frightened away investors,
causing growth to shrink, state
revenues to dry up and the government to increase debt.
The government would have
failed to pay wages to state workers
if it had not been rescued by foreign
loans. With economic conditions as
they are, Tunisia will find it hard to
repay a Qatari loan of $500 million,
officials said.
“The government’s direct and indirect tax revenues are not enough
to pay the salaries of more than
670,000 employees, which are
worth 1 billion dinars ($470 million)
each month,” said Tunisian Central
Bank Governor Chedly Ayari.
“We need to borrow from abroad
as the economic crisis is worsening
because of faltering key sectors of
tourism and mining, which are the
main foreign-currency earners.”
Ayari warned that 2017 would
be more challenging as “financing
the budget for that year would be
more difficult because of lack of the
state’s resources to meet current
spending to pay salaries and plug
the deficits of state-owned firms
and safety net and health-care
funds.”
“It is exceptional. A country that
was hit by three terrorist attacks
and achieves a growth rate of 0.8%.
Look at what is happening in other
countries,” said Tunisian Prime
Minister Habib Essid.
Secularist party Nidaa Tounes,
founded by President Beji Caid Essebsi, and the Islamist Ennahda
party called on Essid to step down
and be replaced by a unity government. They blamed him for the failure to address the country’s mas-

The Central Bank building in Tunis.
sive unemployment, rising poverty
and economic stagnation.
Essid was chosen in 2015 to lead
the government largely because of
his management skills and work
ethic. Replacing him would likely
take time because of political wrangling over positions in the next government and the country’s priorities. Caid Essebsi has tried to lure
the powerful UGTT trade union into
the next cabinet to create a better
climate for the implementation of
reforms needed to energise growth.
The African Development Bank
cited social unrest and security as
the main hurdles to Tunisia’s economy expanding. Its chief economist, Audrey Verdier-Chouchane,
told a gathering of experts in Tunis
on June 4th that Tunisia needed to
change its economic development
model, restructure its financial sector, trim regional disparities and

cut debt.
Tunisia had a 47.5% governmentdebt-to-GDP ratio in 2015, compared to 40.2% in 2010, according
to official data.
The IMF has approved a
48-month arrangement under an
extended fund facility with Tunisia
for about $2.9 billion to support the
country’s economic and financial
reform programme.
“The programme aims to promote stronger and more inclusive
growth by consolidating macroeconomic stability, reforming public
institutions, including the civil service, facilitating financial intermediation and improving the business
climate,” the IMF said in a report.
The IMF move frees up about
$319.5 million for immediate disbursement. The remaining amount
would be phased in over the duration of the programme, subject to

regular review.
It followed the World Bank’s
endorsement of a five-year plan
to lend Tunisia up to $5 billion to
support reforms aimed at reviving
growth and creating jobs.
After the IMF decision on Tunisia, Mitsuhiro Furusawa, the fund’s
deputy managing director and acting chairman, said: “A prudent fiscal policy that puts public debt on a
downward path will ease financing
constraints, reduce external imbalances and ensure sustainability.”
Financial experts argue the proposed arrangement faces risks
stemming from security and social
tensions, political instability and
opposition by vested interests.
Lamine Ghanmi is an Arab Weekly
correspondent in Tunis. He has
reported on North Africa for
decades.

