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Economy

EU warns Turkish 
economy at risk in 
Germany row

Dubai bans 
business website 
over ‘false news’

Libya output helps 
lift Repsol’s profits

UAE airline Etihad 
announces $1.87 
billion loss for 2016

The European Union warned 
that the Turkish economy could be 
harmed if growing tensions with the 
bloc, and especially with Germany, 
get out of hand.

EU Enlargement Commissioner 
Johannes Hahn said Turkey, which 
is a candidate to join the bloc, is 
“slipping away from European val-
ues.”

“I am always concerned if there 
is an increase of tension between 
one of our member states or some 
member states with neighbouring 
countries. I think Turkey should 
understand the reasons for that and 
address it,” Hahn said.

“We are in the middle of the tour-
ism season. This is certainly not 
conducive to invite people to come 
and go there.”
(Agence France-Presse)

Authorities in the United Arab 
Emirates have banned a leading 
business website and magazine for 
one month for allegedly publishing 
“false news” on failed real estate 
projects in Dubai.

Arabian Business has withdrawn 
the report, entitled “51 Dubai pro-
jects under liquidation process,” 
and posted an apology stating “the 
information published related to 
projects dating from 2010 and as 
such is now outdated.”
 Dubai's media regulation office 
released a statement saying: “The 
magazine committed violation of 
the rules and regulations of Dubai 
Creative Clusters Authority (DCCA) 
by publishing false news that was 
based on inaccurate information.”
(Agence France-Presse)

Spanish oil giant Repsol posted a 
jump in quarterly net profit, lifted 
by lower restructuring costs, recov-
ering oil prices and the resumption 
of production in Libya.

The company said its net profit in 
the April-June period stood at $428 
million, a 79% increase over the 
same year-ago period but below the 
$506 million predicted by analysts 
polled by financial data firm Factset.

Production decreased to 677,000 
barrels of oil equivalent a day dur-
ing the quarter, down from 697,000 
a year ago due to asset sales in In-
donesia and Trinidad and Tobago 
as well as the decommissioning of 
a field in Norway, Repsol said in a 
statement.
(Agence France-Presse)

The United Arab Emirates’ flag-
ship carrier Etihad said it lost $1.87 
billion in 2016, blaming “one-off im-
pairment charges and fuel-hedging 
losses” for the massive loss.

The Abu Dhabi-based airline’s loss 
comes during a tough time for the 
Gulf’s long-haul carriers as a dip-
lomatic crisis with Qatar upended 
regional air routes and the Trump 
administration’s travel ban on six 
majority Muslim countries hurt 
their business.

Etihad’s loss also comes as it re-
evaluates its business plans follow-
ing the January departure of CEO 
James Hogan. 
(The Associated Press)

BriefsInformal economy 
presents Tunisia 
with thorny issue
Stephen Quillen

Tunis

A 

s Tunisian Prime Minis-
ter Youssef Chahed con-
tinues his war on corrup-
tion, renewed attention 
is being paid to the par-

allel economy, which officials esti-
mated costs the country $2 billion 
per year.

“This phenomenon has become 
very serious,” said former trade 
minister Mohsen Hassan during a 
party forum in June. “If we look 
at the share of small enterprises in 
the parallel economy, the losses of 
the state from only the value added 
tax are equivalent to 3 billion dinars 
($1.2 billion).”

“Parallel economy” refers to eco-
nomic activity outside the bounds 
of law. This includes unlicensed 
business ventures and the trade in 
illicit — often smuggled — goods.

In Tunisia, such activities make 
up a significant — and growing — 
part of the economy. From 2011-15 
the number of people employed in 
the informal sector jumped from 
28% to more than 32%, topping 1 
million workers in 2015, a study 
by the Research and Social Studies 
Centre (CRES) and the African De-
velopment Bank (AfDB) stated. In 
2013, the parallel economy account-
ed for as much as 38% of Tunisia’s 
GDP.

The effects of such activity are 
twofold: It drives economic activity 
from the formal sector and takes a 
significant toll on the state purse, 
Tunisian economist Chokri Jlassi 
noted.

“The parallel economy in Tu-
nisia is structured around three 
axes: informal trade, tax fraud and 
unlicensed work,” Jlassi said. “All 

of this deprives the state coffers of 
important tax revenue,” including 
“income tax on corporations (tax 
evasion), tax receipts on wages (in-
formal employment), VAT receipts 
(goods without invoices), customs 
revenue (smuggling and fraud), 
consumption rights (tobacco and oil 
products).”

Beyond the financial effects, the 
parallel economy puts workers and 
employers in precarious situations, 
experts noted.

In a 2014 study, Tunisian econo-
mist Karim Trabelsi said informal 
economy workers often lack stand-
ard legal protection and medical 
care while facing high levels of risk 
at the workplace, particularly in ag-
ricultural and construction. Despite 
the risks, workers reported a rela-
tively high rate of satisfaction with 
their income and often resisted 
moving to the formal sector, where 
job security is much better. Red 
tape is another impediment to the 
integration of informal activities in 
the formal economy.

Smuggling is a large component 
of the informal economy (27.5% of 
informal economy workers rely on 
smuggled goods) and serves as a 
major source of profit for barons op-
erating on the Libyan and Algerian 
borders.

The surge in smuggling and other 
black-market activities “is mainly 
due to the large difference between 
prices of some commodities in Tu-
nisia, Algeria and Libya,” Trabelsi 
said. “This is particularly true for 
fuel, as smuggled diesel represents 
20% of fuel used by the national 
economy, according to the  Tunisian 
Oil Activities Company (ETAP).”

Significant government subsidies 
on petroleum in Libya and gasoline 
in Algeria, which put the cost of fuel 
far below the market value in Tuni-
sia, drive demand. In Algeria, fuel is 
sold for $0.32 per litre, less than half 
the price in neighbouring Tunisia.

Exacerbating the problem are Tu-
nisia’s high import taxes, ill-adapt-
ed regulations and corrupt customs 
officials, which deter businessmen 
from complying with official trade 
and currency exchange laws. This 
contributes to the extremely low 
level of formal trade between coun-
tries in the Maghreb. In 2013, intra-
Maghreb trade made up only 4.5% 
of the countries’ export volume and 

6.6% of import volume, a study by 
the Centre for Transportation Stud-
ies for the Western Mediterranean 
(CETMO) stated.

Garments, tech products, plastic 
goods and other commodities pro-
duced cheaply overseas — often in 
East Asian sweatshops — make their 
way to street vendors in Tunisia 
through Libya or Algeria.

“Almost 30% of the goods traded 
in (Tunisia’s) domestic market… are 
imported illegally,” Jlassi said, with 
lower-income citizens being partic-
ularly drawn to untaxed products 
such as tobacco, gasoline, clothes 
and appliances.

Not only does this strip the gov-
ernment of significant tax revenue, 
it creates unfair competition for lo-
cal businesses and provides further 
incentive for workers to move to the 
informal sector.

The smuggling business is espe-
cially rampant in Tunisia’s south-
ern border town of Ben Guerdane, 
where an estimated 20% of the 
population works in the trade. Eve-
rything from oil to electronics to 
hard currency to video games can 
be bought and sold there, with the 
profits navigating a vast web of 
global business dealings. There is 
also suspicion of drugs and weap-
ons smuggling, though that type of 
trafficking is less conspicuous be-
cause of the increased vigilance of 
security forces.

Some of the gatekeepers of this 
industry, long viewed as invulner-
able in Tunisian society, may finally 
face justice in court, however.

On May 23, Tunisian business-
man Chafik Jarraya was arrested not 
just for suspicion of trafficking, but 
on charges of high treason and sus-
picion of intelligence links with a 

neighbouring country. Jarraya, who 
was a “subcontractor” for the in-
laws of former Tunisian President 
Zine el-Abidine Ben Ali, is suspect-
ed of managing a smuggling net-
work between Tunisia and Libya, 
maintaining ties with radical Islam-
ists in Libya and influencing social 
unrest in the south of the country.

Nearly a dozen other business 
officials have been detained or ar-
rested on suspicion of corruption 
and smuggling in recent months 
and Chahed has pledged more are 
to come.

“We are persuaded there is a link 
between smuggling, terrorism fi-
nancing, cross-border activities and 
capital flight…,” Chahed said. “Our 
aim is to dissect the systems of traf-
ficking, to break the smuggling net-
works and to reveal the financing 
and sites of this phenomenon.”

Lasting reform will likely require 
an upturn in employment oppor-
tunities. The latest figures indicate 
that Tunisia’s unemployment rate 
is at a high 15.3%, with rural and 
youth unemployment significantly 
higher.

“The government can do a lot (to 
crack down on the parallel econ-
omy),” Jlassi said, “but it must de-
velop a well-defined strategy with 
quantified priorities and targets.

“Concerning informal employ-
ment, there must be a strategy and 
serious discussions with the em-
ployers’ union to combat illegal 
work and severely punish compa-
nies that resort to it. On the other 
hand, it is necessary to carry out a 
public awareness campaign to con-
vince workers of the importance of 
employment contracts and what 
they offer in terms of legal and so-
cial protection.”

Illegal trade of plastic bags still rife in Morocco
Saad Guerraoui

Casablanca

A 

s the world observed In-
ternational Plastic Bag 
Free Day, Morocco was 
making considerable ef-
forts to eradicate plastic 

shopping bags a year after intro-
ducing a ban on the bags but illegal 
trade is rife.

Plastic bags are visible in local 
markets despite the risk of hefty 
fines and imprisonment mandated 
by the ban.

Morocco, which is one the largest 
consumers of plastic bags with 
26 billion units — 800 bags per 
person — each year, prohibited 
the manufacture, import, export, 
marketing and use of plastic bags 
with a measure adopted July 1, 2016.

The Ministry of Industry said in 
a statement that 57 companies pro-
duce alternative solutions with an 
annual capacity of 1 billion woven 
bags, 1.8 billion non-woven bags, 8 
billion paper bags and 1,000 tonnes 
of thermoforming products.

“The increase in the need for al-
ternative solutions has been accom-
panied by the emergence of new 
channels,” the ministry said, add-

ing that 24 companies affected by 
the plastic bag ban have benefited 
from a fund of $20 million set up 
to support them. The ministry said 
the companies not only kept their 
workforce but added a total of 640 
jobs

Morocco launched an awareness 
operation called “Zero Mika,” urg-
ing people to use alternative solu-
tions, such as shopping carts and 
paper bags. “Zero Mika” was the re-
sult of a process that started in 1997 
and was bolstered in 2009-10 with 
the banning of black plastic bags.

Trade on plastic bags is rampant 
on the black market, however.

Abdelaziz Lazrak, president of 
the Moroccan association of pro-
ducers of non-wovens, warned 
about an “underground” market 
that is threatening producers of al-
ternative bags.

“The Ministry of Industry is do-
ing a great job but it will not win the 
war on plastic bags in the short run 
because there are many loopholes 
in (the bag ban law),” Lazrak said.

“Many companies that used to 
make plastic bags have made huge 
investments into alternatives, 
which they now see as not credible 
due to a flourishing underground 
market that is putting their future in 
jeopardy,” he said, calling on the In-

terior Ministry to reinforce inspec-
tions in markets across the country.

The bustling Bab Marrakech dis-
trict of Casablanca’s ancient medina 
is awash with plastic bags sold by 
street vendors. Fruit and vegetable 
sellers offer plastic bags to their cus-
tomers despite the ban.

“We are paying 40 dirhams ($4) 
for a kilogram of plastic bags on the 
black market instead of 15 dirhams 
prior to the ban. I have no choice 
but to provide bags for my custom-
ers otherwise I will lose them,” said 
Mohammed, a fruit vendor.

Street vendors say the cost of al-
ternative bags is too high and they 
are not practical.

“Paper bags are expensive and 
unmanageable,” said Mohammed.

Sandwich bar owner Rachid Ba-
loul said: “It will take years to eradi-
cate the culture of plastic bag use 
in Morocco because the law is not 
being properly enforced besides the 
lack of an awareness campaign in 

busy local markets.”
“For takeaways, I give my cus-

tomers paper bags, which cost me a 
lot more than plastic bags. I have to 
abide by the law or risk a fine,” said 
Baloul.

Nearly 80,000 smugglers are re-
ported to be active and some plastic 
bag producers have resumed their 
activities informally, the Moroccan 
Coalition for Climate Justice (CMJC) 
said in a report.

Nearly 2,500 inspections have 
been carried out at the level of 
industrial units and more than 
430,000 awareness and control op-
erations have been carried out at 
points of sale, the Ministry of Indus-
try said. It said 11,142 offences were 
reported and 1,800 had been sent to 
the public prosecutor’s office. Oper-
ations resulted in the seizure of 456 
tonnes of banned bags.

More than 53 tonnes of contra-
band bags were confiscated at bor-
der posts and on some roads and 
a total of 562 verdicts were issued 
with fines of nearly $460,000, said 
the ministry, which urged Moroc-
cans to take responsibility for the 
environment.

Saad Guerraoui is a frequent 
contributor to The Arab Weekly on 
Maghreb issues.

Morocco is one the 
largest consumers of 
plastic bags with 
26 billion units — 800 
bags per person — 
each year.

Open air trafficking. Tunisian smugglers offer currency exchange 
and jerrycans of oil illegally imported from Libya, some 40km 
west of the Tunisian-Libyan border.                                                    (AFP)

Almost 30% of the 
goods traded in 
(Tunisia’s) 
domestic market… 
are imported 
illegally.”Tunisian economist 

Chokri Jlassi 


