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Tunis

W 

ith municipal elec-
tions looming in 
May, Tunisian gov-
ernment and politi-
cal party leaders are 

increasingly sensitive to popular 
discontent over the erosion of living 
standards that risk further deterio-
ration when price increases and tax 
hikes go into effect this year.

Tunisian Prime Minister Youssef 
Chahed pinned hopes on the 
months ahead. He told a state tel-
evision interviewer on January 1: “If 
we succeed in the year 2018, all the 
difficulties of the previous years will 
be left behind us,” he said.

There is reason for optimism on 
the economic front in Tunisia. Tunis 
stock market shares yielded 14% av-
erage gains last year compared to 
2016, the bourse’s data indicate.

The production level of phos-
phates, Tunisia’s main export 
commodity, increased 24% 
in 2017 to more than 4 mil-
lion tonnes. Gafsa Phos-
phate Company senior 

marketing official 
Hafedh Ben 

Yahia said 

he expected “phosphate produc-
tion to expand to 5.6 million tonnes 
in 2018, if there is no disruption by 
strikes and other social protests, es-
pecially in key production areas.”

Revenues from tourism, another 
key foreign currency earner, grew 
19.6% during the last year, helping 
bolster foreign currency reserves 
to $5.3 billion for the equivalent of 
96 days of imports, figures from the 
Central Bank indicated.

The deteriorating value of the 
dinar last year, compared to major 
Western currencies has, however, 
offset such profits.

Tunisia’s olive oil output for the 
2017-18 season is expected to be 
three times higher than the previ-
ous harvest, with an output of about 
260,000-280,000 tonnes, the Agri-
culture Ministry said.

Government leaders cite 
those trends as indicators of 

what should allow for 
further economic re-

covery in 2018 if so-
cial and political 

stability contin-
ues and secu-
rity issues 

are con-
trolled.

The government said it expected 
3% economic growth for this year 
compared to 2.2% in 2017 and an an-
nual average of 1% from 2011-16.

However, officials seem unable 
to stop price hikes expected in 2018 
to affect nearly all commodities as 
it implements a budget marked by 
higher taxes intended to balance 
the country’s finances, which had 
been burdened by government high 
spending.

That spending caused the budget 
deficit to widen and led to inflation 
that contributed to the weakening 
of the dinar. This gnawed away at 
the purchasing power of most of the 
population.

The inflation rate declined from 
a previous average of 5% to 3.7% in 

2016 but was 4.45% last year. In-
flation is predicted to be 4.3% 

in 2018.
The budget deficit wid-

ened to 6.8% in 2012 from 
2.6% in 2010. The govern-

ment budgeted for a 4.9% 
deficit from an estimated 6% 

in 2017 and 5.4% the previ-
ous year. Budget spending 
rose to 33.6% of Tunisia’s 

GDP in the most recent 
fiscal year, compared 

to 28.4% in 2010.
“It is important 

that the govern-
ment brings back 
the budget to less 
than 30% of GDP, 
the threshold that is 
considered the limit 

which the country 
can afford,” said the 
Hedi Nouira Interna-
tional Centre, a Tu-
nisian think-tank.

Experts said big 
state spending re-
duces the govern-

ment’s financial abil-
ity to intervene and 

alleviate the effects of 

price rises on the poor and middle 
class.

“Almost all products are set to rise 
this year. Dozens of goods’ prices are 
pushed higher as a result of the in-
creased value added tax, rising cus-
toms duties or increased consumer 
taxes,” said economist Marouen 
Achouri.

“With this budget bill, buying a 
house even of substandard quality 
will be quite a feat and car prices 
and consumer goods’ prices will in-
crease. As a result, the modest Tu-
nisian dream of owning a home and 
buying a car is knocked down as it 
becomes increasingly out of reach 
for more and more people.”

Parliament member Jilani Ham-
mami, whose leftist Popular Front 
urged Tunisians to prepare for 
peaceful protests to force the gov-
ernment to rescind the financial law, 
said: “Citizens are unable to bear the 
hardships caused by the price rises. 
Tunisia has become hell on Earth.”

“Prices of all goods and products 
without any exception will increase 
because of the 2018 budget bill as 
taxes increase and because of the 
impact of domestic petroleum prod-
ucts price increases,” said financial 
expert Ezzeddine Saidane.

He said he expected price increas-
es in domestic petroleum products 
as the government tabled on an aver-
age oil price of $54 per barrel for this 
year. Prices on international markets 
have been higher than that recently.

Political analysts said they feared 
rising prices could adversely affect 
voters’ trust in the political process.

Mindful of apparent voter apa-
thy displayed during a by-election 
in December, when only 5% of reg-
istered voters participated in a poll 
for which they were eligible in Ger-
many.

Chahed, the Tunisian prime min-
ister, has urged parties to be more 
responsive to the population’s de-
mands.

Libya’s oil 
revenues surge 
as output recovers

Mauritanians eye 
dollars, euros in 
currency revamp

German industry 
group says Iran 
protests not 
hurting 
economic ties 

Libya’s oil revenues more than 
tripled in 2017 despite violence and 
political instability, figures released 
by the central bank indicated.

The backbone of the North Af-
rican country’s economy, Libya’s 
oil sector collapsed after the 2011 
NATO-backed uprising that toppled 
dictator Muammar Qaddafi. Oil out-
put fell from 1.6 million barrels per 
day (bpd) to less than 500,000 bpd 
from 2014-16 due to violence near 
production facilities and export ter-
minals.

Despite revenues surging to $14 
billion in 2017, up from $4.8 billion 
the previous year, the latest fig-
ures fall far short of the $50 billion 
Libyan crude sales earned before 
Qaddafi’s ouster.

Crude sales make up 90% of Liby-
an state revenues, including most of 
what the country spends on public 
salaries and subsidies.

(Agence France-Presse)

A revamp of the national currency 
has prompted many Mauritanians to 
haul out stashes of old banknotes, 
which they rushed to convert to 
dollars and euros. In one week, the 
value of the dollar and euro rose ap-
proximately 3.5%, the manager of a 
currency trader in the central mar-
ket said.

The rise in demand follows a deci-
sion by the Mauritanian government 
to knock a zero off the currency, the 
ouguiya. On January 1, new poly-
mer bills were introduced with 10 
ouguiyas becoming 1 ouguiya, in a 
declared strategy to fight inflation.

Old banknotes will be with-
drawn over the next six months. 
The process started with the high-
est denomination of 5,000 ougui-
yas, which will be phased out by  
January 31.

(Agence France-Presse)

Protests in Iran are having no ef-
fect on trade ties with Germany, 
German engineering association 
VDMA said. It added, however, that 
it was unclear whether demand 
from Iran for German machinery 
would slow in the coming months.

“At present, it is not possible to 
conclusively assess whether Iranian 
business is reducing or deferring its 
investments due to the domestic po-
litical situation,” VDMA trade expert 
Ulrich Ackermann said.

Protests in Iran, which began over 
economic hardships among the 
young and working class, evolved 
into a rising against the powers and 
privileges of a remote elite, espe-
cially Supreme Leader Ayatollah Ali 
Khamenei.

“The current wave of demonstra-
tions show that Iran has not yet 
sufficiently managed to make the 
positive effects of economic devel-
opment felt by the broad mass of the 
population,” BDI head Joachim Lang 
said in a statement.

(Reuters)
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VAT becomes a reality in parts of the GCC

London

T 

he new year brought new 
realities to Saudi Arabia 
and the United Arab Emir-
ates with both Gulf Arab 
countries working to re-

duce budget deficits with the intro-
duction of a value added tax (VAT).

Both Gulf Cooperation Council 
(GCC) members introduced a 5% 
VAT, among the lowest rates in the 
world, on most goods and services. 
That effectively ended the tax-free 
lifestyles their populations were ac-
customed to. The new taxes could 
see the two countries raise as much 
as $21 billion for fiscal year 2018.

The GCC agreed on implement-
ing the VAT in 2016. The UAE and 
Saudi Arabia, the GCC’s two largest 
economies, prepared for the VAT 
over the past year and are reforming 
their economies. Both are trying to 
reduce dependency on the energy 
sector.

Oman, Bahrain, Kuwait and Qatar 
are committed to introducing the 
VAT in 2018 or 2019.

The introduction of the VAT is 
part of Saudi Arabia’s Vision 2030 
economic reform plan, championed 
by Crown Prince Mohammed bin 
Salman bin Abdulaziz. It aims to re-
duce unemployment, stimulate the 
private sector and modernise the 
Saudi economy.

The introduction of the VAT in 
the UAE “will reflect positively on 
the country’s developmental drive 
as it ideally goes in harmony with 
the government’s vision to ensure a 
robust, sustainable and diversified 
economy to ultimately wean the 
country off oil in the future,” said 
Saif Mohammad al-Hajiri, chairman 
of Abu Dhabi’s Department of Eco-
nomic Development.

“The department has ensured the 
development of a well-thought-out 

strategy across the emirate of Abu 
Dhabi to control prices and open up 
channels of communication with 
consumers and monitor any misuse 
of the tax application,” he added

The introduction of the VAT was 
not universally well received. Com-
pounding matters for Saudis has 

been the sharp rise in electricity and 
petrol prices, increases that went 
into effect January 1. Saudis saw the 
price of low-grade petrol rise 83% 
and high-octane fuel prices spiked 
127%.

Despite the huge price rise, the 
kingdom enjoys some of the lowest 
fuel rates in the region. That real-
ity did not prevent angry consum-
ers from venting on social media 
where hashtags on Twitter included 
#VAT_comes_into_effect and #Our 
salary_does_not_meet_our_needs2.

“Citizens are overwhelmed. They 
don’t know if they should spend 
their salary on their kids and house-
hold, or on merchants or on the 

government. They don’t know what 
to do!” tweeted one Saudi user, the 
BBC reported.

Anticipating the difficulties, 
Saudi authorities in December in-
troduced the Citizens Account pro-
gramme, which is designed to help 
low- and middle-income families 
cope with the austerity measures. 
The government has made its first 
instalment of $530 million into the 
programme, with 3.7 million house-
holds signed up, Saudi officials said.

In the GCC, the UAE, Oman and 
Qatar also significantly increased 
fuel prices, with the hashtag “Fuel 
prices officially raised” trending in 
those countries.

The Arab Weekly staff

New realities. People leave a hypermarket at a shopping mall in Dubai, on December 20.                    (AFP)

Shopping blues. Tunisian women at a vegetable market in Ettadhaman city, 
near Tunis.                                                                             (AFP)

Oman, Bahrain, 
Kuwait and Qatar 
are committed to 
introducing the 
VAT measure in 
2018 and 2019.

Lamine Ghanmi

Tunisians unnerved by price hikes in election year
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