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A 

lgerian Prime Minister 
Abdelmadjid Tebboune 
is considering the coun-
try’s first cuts to the sub-
sidy regime, long held as 

sacrosanct.
Tebboune was ordered by Alge-

rian President Abdelaziz Bouteflika 
to steer clear of foreign debt and 
spare the country’s dwindling for-
eign reserves while addressing eco-
nomic issues.

Subsidy cuts would likely prove 
unpopular with the public but ex-
perts said the move is part of an 
overdue reform of the Algerian 
economy. The government’s legis-
lative agenda said the “progressive 
adaptation of the subsidy system” 
will be made with the involvement 
of “parliament, political parties 
and civil society… to give it more ef-
ficiency, greater justice and social 
fairness through precise targets.”

Algeria’s subsidy system, which 
costs an estimated $66 billion per 
year, provides crucial services for 
40 million citizens and funds most 
sectors of the economy, including 
education, health, agriculture and 
medicine. Subsidies for food and 
energy cost the country approxi-
mately $28 billion annually.

This is considerable given that Al-
geria’s GDP, which was $214 billion 
in 2014 and slowed to $165 billion in 
2016, is expected to total $164.8 bil-
lion for 2017.

“For the year of 2013, subsidies 
totalled more than $60 billion,” said 
financial analyst Said Rabiaa. “The 
government’s financial open-hand-
edness was even broader than that 
in the previous years to buy social 
peace.”

Tebboune has not released de-
tails of the revised subsidy system 
but any change is likely to be heav-
ily scrutinised. Many Algerians 
view proposed cuts as a sign of 
politicians’ arrogance and incom-
petence. They say the government 
failed to diversify the economy 
when oil prices were high and is 
now incapable of moving Algeria 
away from a rentier economy.

Tebboune has assured that he 
would safeguard the welfare of the 
economy.

“Algeria was and will remain a 
social and democratic republic,” he 
told parliament while outlining his 
programme. “We are committed to 
the social nature of the state, which 
is the product of the revolution and 
the independence and never, ever 
will we touch this gain and asset.”

His task will be tricky because of 
Algeria’s worsening economic con-
ditions and the leadership’s reluc-

tance to take on foreign debt.
Bouteflika tasked the cabinet 

with cutting the value of imports 
to safeguard foreign currency re-
serves and avoiding foreign debt. 
Each of these conditions strains the 
treasury.

“The crisis of the oil prices is en-
during and is imposing a set of chal-
lenges on us,” Bouteflika acknowl-
edged during a cabinet meeting.

Presidential Chief of Staff Ahmed 
Ouyahia, who heads the National 
Rally for Democracy political party, 
warned that Algeria would suffer in 
the near future if it were unable to 
get its act together on the economy.

“If we fail to strengthen the econ-
omy we risk finding ourselves un-
der the yoke of the [International 
Monetary Fund] IMF by 2024-25 
and we will then come under the 
chainsaw,” he said.

Reforms that might shock people 
were needed in the context of the 
crisis, he added.

Algeria cut imports this year but 
official figures show that the change 
was not substantial, with it slowing 
0.9% to $19.7 billion in the first five 
months of this year. This is mostly 
due to Algeria’s reliance on food im-

ports, which cannot be reduced.
Algerian experts say the coun-

try’s dire economic outlook has 
pushed the government into under-
taking painful reforms.

“(Algeria’s) main economic indi-
cators are bad, including its budg-
et, trade deficit, unemployment 
and inflation,” said financial ana-
lyst Mohamed Gouali, who noted 
that the country’s growth forecast 
slowed from 4.2% in 2016 to 1.4% 
this year and to 0.6% in 2018.

“With such low rates of growth, 
there is no prospect for oil prices to 
rise to more than $55 per barrel un-
less there is war in the Gulf region,” 
he said. “I add that Algeria is in the 
second year of its five-year plan to 
diversify the economy with no sub-
stantial progress.”

Tebboune said Algeria’s foreign 
currency reserves total $114 billion, 

down from $122 billion at the end 
of 2016. The World Bank expects 
the reserves to fall to $60 billion in 
2018.

Rachid Sekak, a former director 
of the debt department at Algeria’s 
Central Bank, said: “The country 
needs the equivalent of $20 bil-
lion-$25 billion to plug the deficit 
each year. Where will this money 
come from? The situation could 
worsen if oil prices were to decline 
on the world market.”

Economist Ali Bahmane said that 
declining oil revenue has rendered 
the state’s efforts to ensure social 
stability by providing a comprehen-
sive subsidy system and welfare 
programme “out of date.”

“All of this had robbed Algeria of 
the opportunity to build a produc-
tive economy that can cushion the 
impact of falling oil prices and the 
repercussions of the return of a de-
mographic boom,” Bahmane said.

Experts said the government was 
likely to start the reforms by trim-
ming subsidies on petroleum prod-
ucts, electricity and gas, which to-
gether account for approximately 
$15.3 billion, 72% of which benefit 
the wealthy.
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T 

he electronic payment 
service PayPal rejected 
Tunisia’s bid to access its 
services, the government 
confirmed. PayPal report-

edly said the application was re-
fused because of Tunisia’s inability 
to ensure freedom of potential us-
ers’ financial operations overseas.

Tunisia is among approximately 
25 countries that impose controls 
that strictly limit citizens’ access to 
foreign currency and the transfer of 
domestic currency overseas.

PayPal’s decision, which came 
after years of negotiations, caught 
government officials and the pub-
lic by surprise, as recent reports 
indicated a deal was close to being 
reached.

Tunisian Minister of Communica-
tion Technologies and Digital Econ-
omy Anouar Maârouf in May said “a 
road map will be developed in the 
near future to finalise the details of 

access to the site.”
PayPal’s abrupt reply was met 

with confusion and frustration.
“Like everyone, I was surprised 

by the dry and careless response of 
#Paypal with respect to Tunisia,” 
wrote Taher Mestiri, an IT entrepre-
neur who participated in the nego-
tiations, on Facebook shortly after 
the announcement.

Government officials involved in 
the negotiations also said they were 
surprised, saying that extensive ef-
forts had been made on the part 
of various government agencies, 
including the Central Bank and the 
Ministry of Finance, to reach a com-
promise with the payment service. 
Until recently, the exchanges had 
been largely positive, they said.

“It is a complex situation and we 
have some financial restrictions… 
but they were aware of this condi-
tion before,” said a Tunisian official 
involved in the negotiation process, 
who spoke on condition of anonym-
ity.

“It is very important for PayPal to 
support Tunisia’s young democracy 
in the Arab region.”

PayPal did not immediately re-
spond to e-mailed questions from 
The Arab Weekly on its decision to 
deny Tunisia’s bid.

For many Tunisians, particularly 
young entrepreneurs trying to make 
headway in a struggling economy, 
the decision is a major setback.

“It’s sad and frustrating at the 
same time,” said Ahmed Nasri, 23. 
“We were all looking forward to 
(having PayPal), as it would take 
our country’s development one 
step further but it did not go as we 
wished.”

“It’s not surprising at all,” said 
Mohamed Ali Touati, the manag-

ing director of a company in Sousse. 
“It’s exactly what I was expecting.”

Touati said the lack of access to 
PayPal and other payment services, 
such as international credit cards, 
limits his business model.

“I cannot target the Tunisian 
market because they need interna-
tional credit cards to purchase my 
services,” he said. “This has a direct 
impact on my company.”

While Touati acknowledged that 
some restrictions were necessary 
to protect the economy, he said the 
government could do more to in-
crease flexibility.

Mestiri, in an interview with Tu-
nisian media, said it was time for 
Tunisia to consider revising its fi-
nance laws.

“The experience with PayPal has 
shown us that today we are com-
pletely excluded from the global 
economy,” he said. “Now we either 
start the discussion for a new law… 
or we assume that this country will 
continue to (lose its potential).”

Stephen Quillen is an Arab Weekly 
correspondent in Tunis.
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Egypt slashes 
fuel subsidies 
in IMF-backed 
reform

Despite weak oil 
prices, OPEC still 
pockets more 
dollars

UN refugee cash 
card scheme 
boosts Lebanese 
grocers

Egypt announced a sharp in-
crease in fuel prices, slashing gov-
ernment subsidies in a tough IMF-
backed reform programme.

The cabinet said that 82 octane 
petrol would sell for 20 US cents 
a litre, up from 13 cents, with the 
same increase for diesel, while 92 
octane petrol rose from 20 US cents 
a litre to 28 cents.

The government first increased 
fuel prices in 2014 and again last 
November after floating the pound.

The country had spent billions 
of dollars propping up the pound, 
which rose from 8.9 pounds to the 
US dollar to 18 after flotation.

Investors and international lend-
ers have applauded the reforms but 
the measures have fuelled infla-
tion, which hovers at approximate-
ly 30%.

(Agence France-Presse)

With world oil inventories swell-
ing despite a global pact on cutting 
output and crude prices falling by 
20% in the past month, OPEC ap-
pears to be losing its battle to bal-
ance the market.

There is one crucial fight the oil-
exporting group has been winning: 
Its members have earned more 
money this year than last and the 
prospect of higher revenues is like-
ly to motivate OPEC to stick with 
output cuts or even deepen them.

OPEC’s first output cut in eight 
years has earned the group $1.64 
billion a day this year, up more than 
10% from the second half of 2016, 
stated Reuters calculations based 
on OPEC figures for average pro-
duction and its crude basket price 
through June 20.

Compared with the first half of 
2016, when oil prices sank to a 12-
year low near $27 a barrel, the in-
crease in income is a dramatic 43%, 
even though OPEC production was 
little changed.

(Reuters)

In three years, Lebanese grocer 
Ali Khiami hired six staff, invested 
in property and funded his chil-
dren’s university education. Busi-
ness is booming — thanks to Syrian 
refugees using UN debit cards.

Displaced Syrian families in Leb-
anon are using electronic cards, 
topped up each month by the UN 
World Food Programme (WFP) with 
$27 per person, for their grocery 
shopping.

The WFP scheme has helped ref-
ugees and delivered a windfall to 
cash-strapped Lebanese shop own-
ers.

Lebanon, a country of 4 million 
people, hosts more than 1 million 
refugees who fled the conflict that 
has ravaged neighbouring Syria 
since 2011.

(Agence France-Presse)
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Algeria’s GDP, which 
was $214 billion in 
2014 and slowed to 
$165 billion in 2016, is 
expected to total 
$164.8 billion for 2017.

Shifting priorities. People shop at Ali Mellah market in Algiers.                                                                  (AFP)
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Like everyone, I 
was surprised by 
the dry and careless 
response of #Paypal 
with respect to 
Tunisia.”Taher Mestiri, a Tunisian IT 

entrepreneur


