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	BASIC STATISTICS OF TUNISIA, 2016

	(Numbers in parentheses refer to the OECD average)1

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	11.3
	
	Population density per km2
	69.1
	(37.2)

	Under 15 (%)
	24.4
	(17.9)
	Life expectancy (years, 2015)
	75.1
	(80.5)

	Over 65 (%)
	8.2
	(16.6)
	Men
	74.5
	(77.9)

	
	
	
	Women
	77.8
	(83.1)

	Latest 5-year average growth (%)
	1.2
	(0.6)
	Latest general election
	October 2014

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%)
	
	

	In current prices (billion USD)
	42.1
	
	Primary sector
	9.0
	(2.5)

	In current prices (billion TND)
	 90.4
	
	Industry including construction
	26.4
	(26.7)

	Latest 5-year average real growth (%)
	2.4
	(1.9)
	Services
	64.6
	(70.8)

	Per capita (000 USD PPP)
	4.3
	(42.1)
	
	
	

	GENERAL GOVERNMENT2
Per cent of GDP

	Expenditure
	32.4
	(41.6)
	Gross financial debt
	61.9
	(100.1)

	Revenue
	20.7
	(38.7)
	
	
	

	EXTERNAL ACCOUNTS

	Exchange rate (TND per USD)
	2.339
	
	Main exports (% of total merchandise exports)
	
	

	PPP exchange rate (USA = 1)
	0.689
	
	Electrical Machines and Apparatus
	39.3
	

	In per cent of GDP
	
	
	Textile
	26.5
	

	Exports of goods and services
	39.6
	(53.6)
	Crude Oil and Derived Products
	8.0
	

	Imports of goods and services
	50.4
	(49.3)
	Main imports (% of total merchandise imports)
	
	

	Current account balance
	-8.8
	(0.2)
	Electrical Machines
	18.4
	

	Net international investment position
	-120.3
	
	Machines and Mechanical Devices
	14.2
	

	
	
	
	Textiles
	13.3
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate3 (%)
	39.8
	(66.9)
	Unemployment rate, Labour Force Survey (age 15 and over) (%)
	15.5
	(6.3)

	Men
	59.8
	(74.7)
	Youth (age 15-24, %)
	37.6
	(13.0)

	Women
	20.5
	(59.3)
	Long-term unemployed (1 year and over, %)
	44.6
	(2.0)

	Participation rate3 (%)
	47.1
	(71.7)
	Tertiary educational attainment 25+ (%)
	12.3
	

	
	
	
	Gross domestic expenditure on R&D (% of GDP)
	0.6
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe)
	0.9
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2015)
	2.3
	(9.2)

	Renewables (%)
	11.1
	(9.6)
	
	
	

	Exposure to air pollution (more than 10 μg/m3 of PM2.5, % of population, 2015)
	99.9
	(75.2)
	
	
	

	SOCIETY

	Income inequality (Gini coefficient³, 2015)
	0.358
	(0.311)
	Education outcomes (PISA score, 2015)
	
	

	Relative poverty rate³ (%)
	15.2
	(11.3)
	Reading
	361
	(493)

	Public and private spending (% of GDP)
	
	
	Mathematics
	367
	(490)

	Health care
	7.0
	(9.0)
	Science
	386
	(493)

	
	
	
	Share of women in parliament (%)
	31.3
	(28.7)

	
	
	
	Net official development assistance (% of GNI)5
	-1.13
	(0.39)

	Better life index: www.oecdbetterlifeindex.org

	1. Where the OECD aggregate is not provided in the source database, a simple OECD average of latest available data is calculated where data exist for at least 29 member countries.

	2. Data refer to central government for Tunisia.

	3. Aged 15 years or more for Tunisia and aged 15-64 for the OECD countries.

	4. The Gini index for Tunisia is based on consumption while for the OECD countries it is based on income. The two indicators are not strictly comparable.

	5. Tunisia is net receiver of official development assistance.

	Source: Calculations based on data extracted from the databases of the following organisations: OECD, International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.




Acronyms
ALMP
Active labour market policies


AMC
Asset Management Company


APII
Industry and Innovation Promotion Agency


BCT
Central Bank of Tunisia


CAWTAR
Center of Arab Woman for Training and Research


CEPEX
Promotion and Export Center


CNSS
National Social Security Fund


CRES
Centre for economic and social studies and research


FDI
Foreign direct investment


FIPA
Foreign Investment Promotion Agency


FTC
Fixed-term contracts


GDP
Gross Domestic Product


GFCF
Gross fixed capital formation


IMF
International Monetary Fund


IACE
Arab Institute of business leaders


ITCEQ
Institute of Competitiveness and Quantitative Studies


INS
National institute of statistics


MENA
Middle East and North Africa


NPLs
Non-performing loans


ONTT
National office of the Tunisian Tourism


PISA
Programme for International Student Assessment


PMR
Produt Market Regulation


PPP
Public-private partnerships


SME
Small and medium-sized enterprise


SMIG
Interprofessional guaranteed minimum wage


SONEDE
National Water Distribution Utility


SOTUGAR
Tunisian Guarantee Company


VAT
Value-added tax


TFI
Trade facilitation indicators


TIVA
Trade in Value-added


TND
Tunisian Dinar


UGTT
Tunisian General Labour Union


UTICA
Tunisian Union of Industry, Trade and Handy crafts


UNDP
United Nations Development Programme


VET
Vocational education and training


WEF
World Economic Forum


WTO
World Trade Organization


WDI
World Development Indicators




Executive summary
	The drivers of inclusive growth need to be rebalanced

	Reviving business investment is vital for relaunching the convergence process

	The creation of quality jobs will help reduce the gap in living standards



The drivers of inclusive growth need to be rebalanced
The process of economic convergence slowed after 2010, reflecting specific factors and an exacerbation of structural constraints. Tourism and mining activities suffered from a downturn in security and the social climate. Private consumption was underpinned by a sharp increase in employment and public-sector salaries but economic activity and job creation in the private sector remained low. Increased demand has put pressure on prices and the current account. The ratios of public and external debt to GDP have risen sharply. In order to return public debt to a sustainable footing without stifling growth, fiscal stabilisation needs to be targeted over the medium-term and accompanied by structural reforms which will revive economic activity and job creation in the private sector. Public spending also needs to be refocused on supporting underprivileged populations and inclusive growth.
Tunisia GDP per capita 2011 USD PPP
[image: graphic]Source: World Bank World Development Indicators database.
StatLinkhttp://dx.doi.org/10.1787/888933692807


Reviving business investment is vital for relaunching the convergence process
The investment rate has been on a downward trend since the start of the century, and is currently low. To date, public investment has been for the most part preserved. On the other hand, business investment has suffered from excessive regulations on product markets, as well as complex administrative procedures which can encourage corruption, unpredictable taxation, increasing problems with customs clearance and the shipping of goods, and a financial system which does not particularly favour start-ups and growing companies. In order to revive business investments, these restrictions need to be lifted, which will also help revive productivity, job creation and the purchasing power of all Tunisians. Housing investment has been underpinned by financial and tax incentives which have moved savings away from more productive investments. The current reform process, kicked off by the new law on investment, needs to be continued.
Investment rate
[image: graphic]Source: INS.
StatLinkhttp://dx.doi.org/10.1787/888933692826


The creation of quality jobs will help reduce the gap in living standards
The average standard of living of Tunisians has improved in recent decades and there has been a substantial decline in poverty. Nevertheless, significant inequality still exists in the labour market, with high unemployment especially among young graduates, widespread informal employment, and many Tunisians in precarious working situations. Gender gaps are smaller than in other MENA countries but the employment rate is much lower for women than men, and women often have less skilled jobs. There are significant regional inequalities in terms of living standards and employment. A new regional development policy is required to leverage the specific strengths of each region.
Poverty rate
[image: graphic]Source: INS.
StatLinkhttp://dx.doi.org/10.1787/888933692845

	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Improve macroeconomic policies

	There has been a sharp increase in the fiscal deficit and government debt.
	Accompany fiscal adjustment with structural reforms to set the ratio of government debt to GDP on a downward trend over the medium-term.
Carry out spending reviews on the utility of public programmes, including infrastructure projects, in order to prioritise public spending.

	Taxes are already high and weigh in particular on job creation in the formal sector and on private initiative. Tax incentives are eroding tax revenues and have not proved very effective.
	Restore tax justice by facilitating the cross-check of information and increasing tax inspections in order to better combat tax evasion and fraud.
Systematically assess the impact, costs and beneficiaries of tax incentives, especially for housing and business investment.

	Public employment has risen sharply. Public servants’ wages absorb half of public spending.
	Gradually reduce public sector employment by maintaining the rule of partial replacement of persons leaving for retirement.

	The pension regime is unsustainable, mainly as a result of the increase in life expectancy.
	Gradually increase the legal age of retirement and undertake reforms to guarantee the financial sustainability of the pension regimes.

	Subsidies mainly benefit wealthy households. They encourage fraud and excessive consumption, and are harmful to the environment.
	Reform subsidies by implementing automatic adjustment rules for hydrocarbon products and, for other products, replace them by cash transfers to households.

	Non-performing loans are high, especially in public banks.
	Speed up the introduction of legislative changes allowing banks to reduce levels of non-performing loans.
Continue to disengage the State from public banks and banks in which it has shareholding interests.

	Revive business investment

	The fall in the rate of business investment steepened after 2010. Sector, regulatory and administrative restrictions are holding back private initiative. The new investment law introduces freedom of investment with a negative list which will gradually be applied.
	Speed up the process for reducing the number of permissions to operate, and administrative authorisations, licences and permits.
Further reduce restrictions on the presence of foreign executives.

	Tunisia’s ranking in terms of logistical performance and trade facilitation has deteriorated.
	Simplify administrative and customs procedures for goods entering and exiting the country.
Improve the management of port infrastructures, potentially through public-private partnerships.

	Several sectors are dominated by public companies which are often in a precarious financial situation as employment has risen sharply since 2011 while the price and tariff adjustments were limited.
	Improve the governance of public enterprises, by better enforcing performance contracts and with a level playing field for public and private companies.

	Access to funding is difficult for start-ups and fast growing businesses.
	Allow banks to set risk premiums by reconsidering the ceiling on lending rates.
Speed up the adoption and application of the new code for collective investment funds.

	Reduce inequalities in the labour market and across regions

	Unemployment is high, particularly among young graduates.
	Ensure that systems for education, learning and training respond to the requirements of businesses.

	Job creation is weak. Contributions remain high, pushing people towards the informal sector.
	Diversify the funding sources for social security.

	There is a gender gap in the labour market.
	Encourage the recruitment of women through campaigns to raise awareness of the repercussions of educational choices on opportunities in terms of employment, entrepreneurship, career development and salaries.

	Small enterprises and low-income households make little use of financial services.
	Speed up the implementation of the financial inclusion strategy.

	There are significant regional inequalities in terms of living standards and employment.
	Modernise regional structures and institutions to take better advantage of investment opportunities and help investors in the regions.






Assessment and recommendations


	Solid progress for several decades in the political, social and economic fields


	Growth is going to become stronger, but inflationary pressures and the twin deficits persist


	Policies to restore macroeconomic balances without halting growth


	Returning Tunisia to a path of inclusive and robust growth






Solid progress for several decades in the political, social and economic fields

Tunisia is firmly committed to a process of democratisation since the fall of the political regime in power since 1987. From independence in 1956 until the “revolution for freedom and dignity” at the end of 2010, Tunisia had only two presidents, and few elections were truly democratic. In October 2011, the country held elections to designate the constituent assembly responsible for drafting a new constitution. That constitution was adopted in January 2014, and parliamentary and presidential elections were organised at the end of that year. The democratic leap since 2010, measured by the World Bank indicator of citizens’ capacity to participate in political life as well as their freedom of expression and association, has been significant. This indicator also places Tunisia in a favourable position compared to other countries of the region, and to many emerging countries (Figure 1). In addition, there is a higher proportion of women in the Assembly of the Representatives of the People than in most OECD and emerging countries.



Figure 1. Political transition: significant progress toward democracy

[image: graphic]Source: World Bank, Worldwide Governance Indicators; and World Bank, World Development Indicators (WDI).

StatLink  http://dx.doi.org/10.1787/888933692864



This democratic renewal has gone hand-in-hand with frequent changes of government. The presence of a well-formed administration has nevertheless served to ensure continuity of the State during these changes. Moreover, successive governments have broadly shared the same economic agenda – the programme of major reforms. The Carthage Pact was concluded in July 2016 by nine political parties and representatives of the principal labour unions and employer associations. A government of national unity, comprising representatives of the Pact’s signatory parties, was formed in August 2016. The essential components of this Pact are to combat terrorism and corruption, to speed growth and employment, to bring the public finances under control, to implement an effective social policy, and to promote regional development.

While there is a broad consensus on the need for reforms, implementation of the reforms has run up against economic and political constraints. Political fragmentation has made it difficult for the Assembly of the Representatives of the People to adopt the reforms proposed by the government (Council of Economic Analysis, 2016). Moreover, there is often a delay in implementing laws adopted by the Assembly as implementation decrees, which are the responsibility of the executive, are published belatedly.

Inclusiveness has been a major concern in Tunisia since its independence. The Code of Personal Status, adopted in 1956, makes Tunisia the most progressive country in the Arab world in terms of women’s rights. Schooling, in particular for girls, was also made a national priority much earlier than in the majority of emerging countries. The plan launched by the President in mid-2017 to give men and women equal inheritance rights goes in the same direction. Access to basic public services, such as electricity and water, is notably higher than in the majority of emerging countries. The basis for social protection was laid as early as 1960, with a “pay-as-you-go” retirement pension scheme and a relatively high-quality health system. A system of social benefits for workers who lost their jobs for economic and technical reasons was introduced in 1997. A national programme of transfer payments and free or cheap healthcare for poor and low-income families has been introduced. Tunisia is therefore more favourably positioned than other emerging economies in terms of its population’s well-being, especially in the dimensions of health, housing and basic infrastructure (Figure 2).



Figure 2. Indicators of well-being are fairly high, except for employment and income

[image: graphic]Note: The variables used for these dimensions are the following: i) Housing: share of population with access to improved sanitation and share of population with access to electricity; ii) Income: GDP per capita expressed in purchasing power parity; iii) Employment: employment rate and share of unemployed without paid work for at least one year; iv) Education: average outcomes from PISA tests in reading, mathematics and science, and share of the over-25 population with at least an upper secondary school education; v) Environment: inverse of the average annual concentration of PM2.5 and share of population with access to an improved drinking water source; vi) Health: life expectancy at birth.

Source: World Bank, World Development Indicators, INS, OECD PISA database, UNESCO.

StatLink  http://dx.doi.org/10.1787/888933692883



The numerous social programmes adopted since the 1970s have helped to reduce poverty (Figure 3). The low poverty rate is particularly impressive in comparison with other countries of the Middle East and North Africa (MENA). Thus, the country’s economic growth has benefited the majority of Tunisian households, including the poorest ones, which have seen their consumption rise at a faster pace than the wealthier segments (World Bank, 2016).



Figure 3. The poverty rate has declined

[image: graphic]Note: The poverty rate is defined as the percentage of the population earning less than TND 1 706 or USD 712 per year (in 2015). For extreme poverty, the threshold is TND 1 032 or USD 431 per year.

Source: INS.

StatLink  http://dx.doi.org/10.1787/888933692902



Labour market inequalities and regional disparities have persisted and have even been widening (Chapter 2), and they helped to precipitate the revolution of 2011. Women’s participation, while higher than in most MENA countries, remains low. The unemployment rate is high, especially for young people and women. For those who have a job, there are important differences in status and income between public sector employees, private sector employees, and employees in the informal sector (who have no social coverage at all). The interior regions of the country suffer from low levels of activity, high unemployment rates, and lower-quality public services. They are also poorly linked to the main economic sectors on the coasts.

Since independence, Tunisia has accorded the State an important role. The economic model was built around an active industrial policy to foster the development of certain sectors of activity, large enterprises, and public banks. This statist development model became gradually more open to foreign trade and to foreign direct investment, beginning in 1972 with a new investment code that instituted a favourable tax and customs regime for enterprises devoted exclusively to export – the so-called “offshore system”. The Agreement of Association with the European Union in 1995 accelerated the process of opening. Private initiative and business creation have been encouraged since the mid‐1990s, with a wide range of financial and tax measures for small and medium-sized enterprises. At the same time, Tunisia has experienced several waves of privatisation, notably in the mid-1980s and in 2006-2007, as well as regulatory reforms. Some of these reforms have however been seen as smacking of cronyism, by reinforcing the control of important families over the economy (Rijkers et al., 2014).

After accelerating during the 1990s, the process of economic convergence came to a temporary halt (Figure 4). Growth faltered after 2010. Business investment as a percentage of GDP has been on a downward track since the beginning of the century (Chapter 1), and this has weighed upon productivity, job creation and the improvement of living standards. The sharp growth in public employment and wages sustained demand, but led to twin deficits (fiscal and trade) that have reached critical levels. The slowing of economic activity is also a reflection of exceptional circumstances – labour strife and terrorist attacks – that have affected the production and export of oil, gas and phosphates, as well as the tourism sector. It is estimated that if these sectors had continued to grow at the same rate as before 2011, average GDP growth for the 2011-16 period would have stood at 2.6%, all things being equal, rather than the 1.7% increase observed. The economic slowdown has however been less severe than in other countries that have been through major political transitions, such as Spain, Poland and Portugal (Figure 5.A).



Figure 4. The process of economic convergence has been gradual

[image: graphic]Source: World Bank, World Development Indicators (WDI).
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Figure 5. The Tunisian economy has been resilient

[image: graphic]1. Time t corresponds to the year of regime change: 1974 for Portugal, 1975 for Spain, 1990 for Poland, and 2011 for Tunisia.

2. The scenario shows growth that would have been achieved if exceptional circumstances had not affected tourism, extraction, and mining processing activities.

Source: OECD Economic Outlook 102 Database; OECD calculations.
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The Tunisian economy also suffered from the impact of the crisis in Libya, which was its number two trading partner after the European Union. Libya was an important market, especially for agri-food and construction. While it is true that the influx of Libyan refugees, with average revenues which were much higher than in Tunisian households, boosted consumption, the Libyan crisis also precipitated the return home of around 60 000 Tunisians, most of whom originally came from deprived regions, thereby exacerbating unemployment and regional inequalities. Flaring tensions in the region also affected investment and tourism in Tunisia, leading to an increase in military and security spending. Overall, the World Bank estimates that the Libyan crisis resulted in a fall in growth of one percentage point over the period 2011 to 2015 (World Bank, 2017).

The normalisation of the domestic and external situation should allow recovery of growth, as well as an improvement in the balance of payments and the fiscal balance. Such normalisation will however not be enough to spark a sustained pace of growth, to make a significant dent in unemployment (a key factor for inequality in Tunisia), and to return the public debt to a sustainable path.

Tunisia and the IMF signed a USD 2.9 billion Extended Fund Facility agreement in 2016 to address the underlying vulnerabilities. This agreement calls, in particular, for promoting more vigorous and more equitably shared economic growth by shoring up macroeconomic stability, reforming public institutions (especially the civil service), facilitating financial intermediation, and enhancing the business climate.

Tunisia could make more of its comparative advantages. It has a relatively well-trained workforce and a strategic geographic situation, between Europe and Africa. It will be an essential partner in the reconstruction of Libya. Its economy is open to trade and to foreign investors. Some parts of the economy are particularly robust, notably the offshore sector. In this sector, the number of enterprises grew by a factor of more than 13 between 1996 and 2016, while the number of firms in the onshore sector less than doubled. Enterprises in the offshore sector accounted for 78% of non-energy exports in 2015, and 34% of formal employment. The output of the offshore sector has been diversified toward more complex products than the traditional textile and clothing business, with the steady progression of the engineering and electrical industries. The outlook for growth to 2025, based on the sophistication and diversification of products (The Atlas of Economic Complexity) is highly favourable (Figure 6). In terms of innovation, Tunisia is the leading African and MENA zone country in the Bloomberg Innovation Index, ranking 43rd out of 200 countries in 2018. To capitalise on these assets, Tunisia will have to undertake reforms that will unleash private initiative and help to exploit the country’s comparative advantages.



Figure 6. Medium-term growth outlook based on the complexity of the economy

[image: graphic]Source: The Atlas of Economic Complexity, 2015. Harvard Center for International Development.
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The main messages from this first OECD economic review of Tunisia are the following:


	To return public debt to a sustainable path will require a combination of gradual fiscal stabilisation and structural reforms capable of sustaining growth. As the tax-to-GDP ratio is already high, fiscal consolidation will have to focus on public spending and be enshrined in a medium-term horizon. Tax justice must be reinforced and the bias of subsidies in favour of wealthy households must be corrected. The governance of State-owned enterprises needs to be reinforced, and their financial performances significantly improved.


	To revive economic activity, and create jobs, the pace of structural reforms must be quickened. Priority needs to be given to improving the business climate it will be easier to achieve gains doing this rather than modernising the Labour Code. To this end, the regulatory, administrative and financing constraints facing businesses must be lifted, and a level playing field must be created for public and private companies. Opening the economy to competition should help as well to reduce established positions and speed the dissemination of new technologies. Better logistical performances and facilitation of external trade should make it possible to attract more foreign investment and to move further along global value chains. The predictability of regulation, including tax regulation, is also important for investors.


	Job creation and regional development are the key factors behind more inclusive growth. In order to cut unemployment and to create high-quality jobs, the social contributions that now weigh upon paid employment must be lightened. Policies that promote women’s participation in the labour market and their employment, and that provide better guidance on training courses that help ensure employment should be implemented. A new regional development policy is needed, one that can capitalise on the specific advantages of each region, notably through the introduction of conditions conducive to business designed to attract investors. Measures to encourage worker mobility, such as improvements to infrastructure and public transport in isolated regions, are also needed.







Growth is going to become stronger, but inflationary pressures and the twin deficits persist

The economy is gaining strength

Economic activity has been recovering since 2016, driven by good harvests and the strong performance of the services sector, especially tourism and transport (Figure 7). In 2015, growth slowed as a result of temporary factors that were specific to certain sectors. Industrial performance was affected by labour unrest, especially in the chemicals industry, mining and hydrocarbons production. The output of oil and gas also suffered from declining reserves, the closing of some fields for maintenance, the paucity of foreign direct investment (FDI), and the absence of new discoveries (Central Bank of Tunisia, 2017). The terrorist attacks of 2015 had a heavy impact on the tourism sector, although tourist arrivals recovered in 2017 with the lifting of traveller alerts in several European countries.



Figure 7. Macroeconomic indicators

[image: graphic]1. GDP at factor cost.

2. The Employment rate is calculated as the labour force divided by the total working-age population (aged 15+).

3. The Unemployment rate is calculated as the number of unemployed people...
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