
18 October 1, 2017

Economy

Urgent action needed for water sustainability in MENA

Beirut

W
ater 
scarcity 
has 
always 
been a 
major 
challenge 
in the 

mostly arid MENA region. 
However, overdrawing of ground-
water compounded with climate 
change, high rates of population 
growth and the effects of con-
flicts and forced displacement 
have jeopardised the region’s 
stability and the livelihood of 
generations to come.

A World Bank report titled 
“Beyond Scarcity: Water Security 
in the Middle East and North 
Africa” highlighted the exacer-
bating challenges, stressing, 
however, that limited water 
resources “need not restrict the 
region’s future” and that a 
“combination of technology, 
policy and management can 
convert scarcity into security.”

“Over the past decade, the 
water situation for most coun-
tries (in MENA) has become more 
challenging,” said Steven Schon-
berger, practice manager at the 
World Bank’s Water Department 
for MENA region. “While the 
amount of freshwater available 
has not changed, its reliability 
and the pressures on the 
resources are growing with 
particular impact on groundwa-

ter, which serves as the ‘water 
savings account’ for difficult 
years and future generations.”

Climate change is expected to 
have the greatest effect on water 
resources in the region and could 
cause economic losses of 6-14% 
of GDP by 2050, Schonberger 
cautioned. That would happen 
“unless major efforts are made in 
terms of building resilience and 
undertaking significant realloca-
tions of diminishing water 
resources to higher value uses,” 
he said.

Smart water management in 
terms of the policies, technolo-
gies and management systems for 
water in urban and agricultural 
settings has become an urgent 
priority for a region where 60% of 
the population lives in areas with 
high or very high water stress.

Despite being the most water-
scarce region in the world, the 
region has the lowest productiv-
ity of water use in terms of 
economic production, the world’s 
lowest water tariffs and, by far, 
the highest level of subsidies (2% 
of GDP). Also, the effects of 
degradation of water quality are 
often overlooked though they 
represent a major cost to the 
region, estimated at 0.5-2.5% of 
GDP yearly, in terms of health and 
other effects, the report stated.

“Clearly there is a need to 
rethink how water is being 
managed in the region, starting 
with a general recognition of its 
value and a commitment to use 
water for the greatest good of 
society,” Schonberger said.

Many Arab countries, espe-

cially in the Gulf area, rely largely 
on desalination to compensate 
for limited water resources. 
Desalination should be part of the 
solution in the region, which 
accounts for almost half of all 
desalination capacity world-
wide.

“You cannot ‘desal’ your way 
out of the problem,” Schonberger 
said. “Desalination has to be part 
of an overall strategy of more 
efficient use through demand 
management, leakage reduction, 
recycling of water and more 
sustainable management of 
groundwater where that is 
available in the Gulf.”

The World Bank report stated 
that the solutions to water saving 
in MENA should focus on ration-
alising water use and making it 
more efficient in the agriculture 
sector, which accounts for about 
80% of water usage across the 
region.

It is a common challenge for all 
Arab countries but the differ-
ences lie in the role of technol-
ogy, the report said. More water 
abundant countries, such as 
Lebanon and Syria, should meet 
their needs through better 
management of existing 
resources. The more extremely 
water scarce places, such as 
Jordan, the Palestinian territo-
ries, the Gulf countries and 
Yemen would need to integrate 
“non-conventional water” from 
desalination and recycling on a 
larger scale.

Solutions may include policies 
that create incentives for water 
conservation and water use 

efficiency, such as fees, fines and 
pricing, as well as wastewater 
recycling and reuse. Engaging 
and educating civil society by 
raising public awareness about 
water value and conservation 
through schools, the media and 
government campaigns are also 
crucial.

While water is often pointed to 
as a potential source of conflict, it 
has more frequently been the 
source of cooperation, even 
between antagonists, Schon-
berger noted, citing the example 
of Vietnam and Thailand, which 
cooperated on sharing the 
Mekong River’s waters despite 
being on different sides of an 
armed conflict.

“We see similar examples of 
cooperation in the MENA region, 
such as the Yarmuk and Jordan 
rivers (Syria, Jordan, Israel and 
the Palestinian territories) and 
the Disi Aquifer (Jordan and 
Saudi Arabia). However, it is 
important to ensure that an 
effective technical cooperation is 
in place for exchange of informa-
tion,” Schonberger said.

“We firmly believe that 
regional cooperation around 
management of water resources, 
combined with technological and 
management innovations, which 
can emerge from a better valua-
tion of water in the region, can 
lead to both a more peaceful as 
well as a more prosperous Middle 
East.”

Samar Kadi is The Arab Weekly 
Travel and Society sections 
editor.
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Algerians scramble for 
euros as prime minister 
warns of severe crisis
Lamine Ghanmi

Tunis

A 

lgerians rushed to the 
parallel market to con-
vert dinars to foreign 
currency after Algerian 
Prime Minister Ahmed 

Ouyahia announced the country 
needed to print money to weather a 
worsening economic crisis.

“My brothers, the situation is 
hell,” Ouyahia told parliament. 
“The state coffers are almost emp-
ty.” He noted there was “only 50 
billion dinars” ($440 million) in the 
treasury as of August 31.

“For the state machine to func-

tion we need at least 250 billion di-
nars ($2.2 billion) per month. “We 
will have no money to pay your 
salaries if we do not print money,” 
he said.

Algeria suffered a severe financial 
cri sis after oil prices fell in 2014, 
causing a sharp decline in the coun-
try’s foreign currency reserves. Its 
economy is highly dependent on oil 
and gas exports, which account for 
95% of foreign currency earnings 
and 60% of budg et revenue.

The Fund for the Regulation of 
Receipts (FRR) — an oil savings 
fund that had held $445 billion in  
2012 — helped the government plug 
its budget deficit, which was 13.5% 
of GDP in 2016.

The government, however, un-
derestimated its deficit for three 
consecutive years, causing the fund 
to dry up more quickly than expect-
ed.

The government’s projected defi-
cit for 2016 was 10.8% but it ended 
up being 15% of GDP. The govern-
ment has projected a 7% deficit for 
this year of $10.5 billion but inde-
pendent economists said it could 
reach $17.6 billion.

The government has adopted an 
“unconventional financing” strate-
gy similar to quantitative easing, an 
expansionary monetary policy used 
by the United States and Europe to 
stimulate the global economy fol-
lowing the 2008 economic crisis.

The plan would require Algerian 
officials to draw heavily on foreign 
currency reserves, which could dip 
below $100 billion for the first time 
in a decade, but minimise foreign 
debt. The Finance Ministry said it 
expects reserves to fall to $97 bil-
lion by the end of the year. They 
totalled $105.8 billion at the end of 
July.

Algerian economist Rida Bekkat 
noted that, on September 23, the 

euro began trading for 200 dinars 
($1.76) on the parallel market “for 
the first time since the launch of 
the common European currency in 
January 1991. The euro traded at  
193 dinars ($1.70) before Ouyahia 
made comments on the economic 
crisis.

“That triggered a state of panic 
among economic operators and im-
porters in the private sector,” Bek-
kat said.

Economists also noted that the 
US dollar was trading higher on the 
black market, another indication 
that the government’s policy has 
triggered panic.

“It is an unprecedented situation 
that can only be explained by the 
business class panicking over their 
assessment of the government`s 
policy and decision-making,” said 
Bekkat.

Economist Badreddine Khris, 
who talked to traders at Port Said 
Square’s black market in Algiers — 
the largest of Algeria’s four paral-
lel markets — said: “There has not 
been enough supply of euros after 
the level of 200 was breached.”

“There is a limit for the rise of the 
euro. Traders see 300 dinars ($2.64) 
per one euro as the highest limit 
because at this level there would 
not be enough dinars left in the 

pockets of Algerians to trade with,”  
he estimated.

“A statement from Ouyahia was 
enough to push citizens to look for 
a safe refuge of their savings and 
assets. We are all wondering what 
will happen once the government 
begins implementing in earnest the 
policy based upon unconventional 
financing.”

The rise of currency trading 
on the black market reflects the 
growth of Algeria’s parallel market, 
which is estimated to account for 
52% of the overall economy. Former 
Prime Minister Abdelamajd Teb-
boune said the parallel economy 
represented 45% of GDP, about $125 
billion.

While Algeria’s Central Bank 
tightly controls the exchange of for-
eign currency, authorities tolerate 
trading on the black market.

Economist Naddir Idir said a cur-
rency trader at Port Said Square re-
ported making “a deal with a senior 
government bureaucrat who came 
with a friend working for a parlia-
ment member.”

“They left with 4,500 euros 
($5,300),” the trader said.

Ouyahia said he was aware of the 
rush to hoard foreign currencies but 
warned buyers they would lose in 
the long run.

“Rumours have caused foreign 
currencies to rise like a missile at 
the square but Algeria is not ruled 
by rumours,” Ouyahia said in a 
speech September 25. “Those who 
buy currencies on the black mar-
kets will return to sell them. The 
situation will improve within one 
year or one year and a half.”

Former Prime Minister Ahmed 
Ghozali joined independent econo-
mists in warning that the “uncon-
ventional financing” policy would 
lead to high inflation and devalua-
tion of the local currency.

“The unconventional financing 
will have an immediate effect: The 
devaluation of the dinar and the 
loss of purchasing power of most 
Algerians,” Ghozali told Algerian 
website TSA in an interview. “This 
financing means that we eat the 
bread of our children.”

To restore reserves and finance 
high imports, the Algerian govern-
ment is betting on oil prices shoot-
ing back up. The Ministry of Fi-
nance said it expects the value of oil 
and gas exports to rise to $31 billion 
this year, $3 billion more than in 
2016 but down from $60.3 billion in 
2014.

Lamine Ghanmi is an Arab Weekly 
correspondent in Tunis.
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