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Introduction
Former Finance Minister Ali Kooli recently said that "things will improve in Tunisia because this government has decided
to act," and that "some of these actions are not easy to take" but will eventually change the economy in depth." Without
providing any details, he claimed "We will see the fruits in a few weeks."¹ It is unclear if these proposed actions differ
substantially from those promised and undertaken by previous governments, summarized by Former Prime Minister
Hichem Mechichi as: a reduction in the Tunisian government’s spending on subsidies, privatization of some "non-essential"
public companies and provision of additional financing to young Tunisian entrepreneurs. These are all conditions currently
required by the IMF for the negotiation of a loan intended to fill the budget deficit in the Finance Act of 2021.
The ongoing negotiations with the IMF revolve around the signing of the country’s third agreement with the international
financial institution since the Tunisian revolution. Indeed, in 2012, the then Finance Minister Elyes Fakhfakh responded
favorably to the conditionalities set by the IMF for financial assistance, which was granted on June 7, 2013, in the form of a
stand-by arrangement. In 2016, the government of the time requested a second financial assistance package from the IMF,
which was granted on May 20 of the same year in the form of an extended credit facility. This financing was for an amount
equivalent to 2.9 billion dollars. In return, Tunisia was expected to undertake an "economic and financial reform program",
namely a structural adjustment plan. The government had begun implementing the painful conditionalities requested,
including the adoption by Parliament of the Central Bank Independence Law, the Banking Law and the Bankruptcy Law in
April 2016.
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These were all prerequisite as prior actions required by the IMF before negotiations on the agreement could begin. The IMF
then proceeded to condition tranche disbursements on the implementation of additional reforms, including the three key
areas of “reform”: "business climate", exchange rate policy, and food subsidies.
The "economic and financial reform program" that has been presented by the government of the time is reminiscent of some
of the conditionalities mandated by the IMF under the 2016 agreement. Reluctance on the part of the Tunisian authorities
led to a suspension or delay in implementation of that agreement.
In this briefing paper we will present an assessment of one of these reforms initiated since 2016, namely the devaluation of
the Tunisian dinar, which has had a significant and negative impact on foreign exchange reserves, trade deficit, debt service,
inflation as well as on public enterprises.
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II. Pressure on the Tunisian authorities
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At the end of February 2021, the Executive Board of the International Monetary Fund
(IMF) published the results of its Article IV consultation with Tunisia, assessing the
impact of the pandemic in Tunisia and evaluating the response of the government.²
The report states that real GDP is estimated to have contracted by 8.2% in 2020, the
largest economic slowdown since the country’s independence.³ In addition, the
IMF draws attention to the budget deficit and public debt that increased in 2020,
identifying the "culprits": the public sector wage bill, including recent health sector
hiring to deal with the Covid-19 pandemic, and energy subsidies. Directors also noted
that "Tunisia's public debt would become unsustainable unless a strong, credible,
and broadly supported reform program is adopted.” This program would focus
on restructuring public enterprises to reduce their wage bill, while promoting the
private sector to increase growth and make economic activity more labor intensive
with increased job creation.⁴ Thus, the message is clear: "Tunisia must implement
the reforms expected by the IMF starting with public enterprises and subsidies.”
The World Bank (WB) has adopted the same position. According to Ferid Belhaj, Vice
President of the World Bank for the Middle East and North Africa, the institution "will
not give a loan to Tunisia without the reforms already mentioned."⁵ Added to the
shared position of the two institutions, the rating agency Moody's further reduced
the government’s room for maneuver by lowering the rating of Tunisia from B2 to
B3 and maintaining the outlook of this rating to "negative". In doing so they have
reduced the ability of Tunisia to access loans at reasonable interest rates. Meanwhile,
the Ministry of Finance planned in its 2021 Finance Act to fundraise the equivalent of
6.5 billion dinars on international financial markets.⁶ Moreover, the revision of the
negative outlook and the amelioration of rating are linked to the conclusion of an
agreement with the IMF, without which Tunisia will have difficulty raising funds on
the international financial markets. According to Moody's, the downgrade is linked to
the lack of predictability of institutions and government actions, shaped by a strong
public sector presence.⁷
Following this consistent pressure, the former Minister of Finance, Ali Kooli, confirmed
the need to resort to the IMF in early March this year by announcing that "having a
loan from the IMF will give more credibility to Tunisia on the financial markets even
if it does not cover all the needs."⁸ Given the alignment and coordination of donor
actions, the abandonment of one major donor, such as the IMF or the WB, can mean
the end of funding from other multilateral donors.⁹
The Minister of Finance has assured donors that "a program of reforms is already
established by the government without waiting for the proposals of the IMF".
In parallel, the former head of government has accelerated the signing of an
agreement with the Tunisian General Labor Union (UGTT) and The Tunisian Union of
Agriculture and Fisheries (UTAP) to implement strategic reforms for "the promotion
of the Tunisian economy" and to "form a consensus around the main priorities
of reforms.” Mechichi went on to say that this would be “persuas[ive] to foreign
partners and international donors in the mobilization of funds for our country."¹⁰ ¹¹
In particular, it would respond to the IMF’s first condition as stipulated in the report
of the 2021 Article IV consultation with Tunisia¹² : to establish a "national dialogue on
reforms" that will facilitate the implementation, without hindrance by civil society, of
the requested reforms.
Moreover, the restructuring of public enterprises seems to herald another wave of
privatizations. According to Ferid Belhaj, World Bank Vice President for the Middle
East and North Africa region,¹³ "public enterprises must be competitive, otherwise
they will have to be sold in the hope that the private sector will buy them." Thus, the
rescue plan aims to reduce the size of the public sector by privatizing some public
enterprises, a classic IMF conditionality.
The first wave of public enterprise privatizations began in the mid-1980s, in response
to the first structural adjustment plan of 1986, which was linked to the IMF's Stand-By
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Arrangement of the same year. As in the rest of the Global South states, privatization
was one of the main pillars of the IMF's structural adjustment programs for Tunisia,
presented as the ultimate solution to redress economic and financial imbalances.

Institut Tunisien de Compétitivité et d’Etude
Quantitatives – Rapport sur la privatisation et
le développement du secteur privé – 2010
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This privatization process picked up pace in Tunisia during the 1990s, especially after
the conclusion of the 1995 Association Agreement with the European Union, with
a speed equal to the privatization of 15 enterprises per year.¹⁴ Between 1987 and
2010, 250 public enterprises were privatized.¹⁵ In 2016, the government of the time
submitted to another round of IMF diktats to continue the restructuring of public
institutions,¹⁶ including: the Tunisian Company of Electricity and Gas (STEG), the
Tunisian Company of Refining Industries (STIR), the Office of Cereals, Tunisair and
the Régie Nationale du Tabac et des Allumettes (RNTA).
Thus, the so-called "restructuring of public institutions" program is in fact only one
step in a process that began in the 1990s and whose objective is to reduce the role
of the state.

III. The world is changing ... not the reforms demanded by
the IMF
Since the onset of the Covid-19 pandemic, the world has experienced an
unprecedented deep socio-economic crisis. Many countries, such as Tunisia,
continue to struggle to overcome the social disasters, human loss and economic
recession caused by the pandemic. Indeed, all over the world, countries are putting
in place rescue plans, exceptional measures to support economic sectors, to increase
spending on social sectors and to reduce the impact on their economies of the effects
of successive waves of the coronavirus disease and confinements suffered by the
populations. In addition to the health and economic crisis, there is unprecedented
political instability in Tunisia, which is exacerbating the current crisis in the country.
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In this context, a change in the rhetoric of international financial institutions, namely
the IMF and the WB, was observed following the Covid-19 pandemic, reflecting a similar
shift that occurred following the Tunisian revolution in 2011. Indeed, the IMF and the
WB recommended that countries borrow massively during the pandemic to respond
to the health crisis and increase public spending to mitigate the consequences of
the socio-economic crisis.¹⁷ However, the approach and conditionalities of the loans
remain unchanged. The maintenance of conditionalities and structural adjustment
plans were confirmed at the January 19, 2021 press conference outlining the IMF's
priorities for 2021. The IMF made it clear at this meeting that emergency financing
will no longer be a priority and that support to countries will be at the policy level to
enable them to undertake economic transformation, involving economic adjustment
programs.¹⁸
With this latest round of unequal negotiations, history is repeating itself. The IMF
and the WB are coordinating and working together once again, in order to continue
the deregulation and liberalization of the Tunisian economy undertaken since 1986,
in the face of successive governments that are more and more fragile and have no
real vision for the country.¹⁹ Tunisia turned to the IMF at two key moments in its
history, with a first loan that generated the structural adjustment program from 1986
to 1992, and the second generated a program covering the period from 2013 to 2020.
These two periods coincided with WB-funded programs that laid the foundation for
legislative, regulatory and economic restructuring, resulting in an economic situation
of austerity whose costs were borne at the expense of the well-being of Tunisians.²⁰
Indeed, while the IMF and the WB presented Tunisia as an exception- the “bon eleve”
of the international financial institutions- Tunisia suffered from austerity measures
imposed under the dictatorship with conditionalities that forced Tunisia to further
liberalize its trade, reduce the public sector deficit by decreasing subsidies, attract
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foreign investment, liberalize prices more generally, increase interest rates, reduce
import restrictions and significantly devalue the Tunisian dinar.²¹
Thus, the IFIs' loans and their conditionalities are part of the continuity and aim at
further deepening the neoliberal restructuring of the Tunisian economy by advocating:
a reduction of the wage bill, suppression of subsidies, privatization of public
enterprises, an increase in public-private partnership investments, a reduction in the
State’s regulatory role and expenditures, as well as preservation of the liberalization
of the capital account and flexibility of the exchange rate.²²

IV. Spotlight on one of the IMF's key conditionalities:
Devaluation of the dinar

23
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Observatoire Tunisien de l’Economie. Working
paper n°1
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The IMF’s policy advocates exchange rate flexibility. Changes to Tunisia’s exchange
rate regime were first imposed by the IMF as a structural measure in its first letter
of intent in May 2013, with the flexible exchange rate replacing the previous regime
where the exchange rate was determined via a basket of currencies.²³ With the
previous regime, the Central Bank of Tunisia (BCT) "had a general mission to defend
the value of the currency and ensure its stability".²⁴ At the time, it opted for a managed
exchange rate regime to adjust the value of the dinar against mainly the euro and the
dollar, which gave a very strong discretionary power to the BCT to stabilize the dinar.
This role changed in 2016. The IMF conditionalities imposed prior to the agreement
under the expanded credit facility in 2016, required the BCT to fully liberalize the flow
of capital and especially short-term capital outflows.²⁵ It was also forced to abandon
its exchange rate policy and cede control of the dinar exchange rate to market forces.
As soon as the law on the independence of the BCT was passed in April 2016, the
exchange rate between the Tunisian dinar and the dollar fell.²⁶ Throughout its reviews
under the 2016 loan, the IMF has repeatedly imposed the devaluation of the Tunisian
dinar, despite the demonstrated negative impacts.²⁷
This analysis will therefore focus specifically on the negative impacts of the relatively
prolonged devaluation of the dinar from 2016 to 2018 (see Figure 1).
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Figure 1 : Changes to the dinar exchange rates against the Euro and the US Dollar
Source : BCT

5

www.economie-tunisie.org TOE Briefing paper

2021

A. Impact of dinar devaluation on foreign trade

1. Debt service
As of 2016, Tunisia has seen its public debt register an increasingly sharp increase.
According to the Ministry of Finance, the three main causes of the increase in public
debt are the budget deficit, the interest on the debt and the exchange rate effect.

28
Ben Rouine C., (2019) La dévaluation
du dinar fait exploser la dette publique.
Datanalysis n°22. Observatoire Tunisien de
l’Economie
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– Brochure de la dette publique Tunisie –
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ibid.

Admittedly, in 2014 and 2015, it was the budget deficit that contributed most to the
increase in public debt. But this budget deficit linked debt decreased significantly in
2018 following the austerity policy carried out by the government. During the same
period, interest continued to rise until it doubled in 2018. The impact of the exchange
rate effect was so important, with a cost that reached the sum of 9.5 billion dinars
in 2018, five times more than the budget deficit of the same year, that the stock of
external public debt doubled from 29.9 billion dinars in 2015 to 60.2 billion dinars in
2018.²⁸

Table 1: Impact of exchange rate changes on debt service in millions of dinars²⁹
From the above it is clear that the most important reason for the increase in the debt
ratio remains the slippage of the dinar against the main currencies composing the
external debt portfolio, namely the euro and the dollar. This slippage has generated
an increase in Tunisia’s outstanding debt over the last three years 2016-2018,
amounting to 18697.9 million dinars. In comparison, during the previous three years
2013-2015, the exchange rate effect did not exceed 2734 million dinars (see Table 1).³⁰
As a result, the debt ratio increased to 77.08% of GDP by the end of 2018 compared
to 46.56% by the end of 2013, an overall increase exceeding 30.5% of GDP. The
"exchange effect" is therefore responsible for 18.84% of the total increase observed
over the past three years.³¹

2. Inflation

32
Ben Rouine C., (2018) Inflation et taux
d’intérêts : l’échec du FMI. Datanalysis n°18.
Observatoire Tunisien de l’Economie.

33

ibid.

The devaluation of the Tunisian dinar has also had a significant impact on inflation
since April 2016. The liberalization of the dinar in April 2016 was the main trigger
for inflation, which accelerated especially after the fall of the dinar in March 2017.
Indeed, the correlation coefficient between inflation and the dinar/euro exchange
rate was low (0.25) between January 2013 and March 2016, while it became much
higher between April 2016 and May 2018 (-0.91).³²
Currency devaluation in turn causes a rise in inflation, which results in an increase in
prices of imported goods. Ironically, inflation has never been as high as it has been since
the IMF mandated the BCT to focus solely on fighting inflation, reaching an all-time high
in 2018 of 7.3%³³ (see Figure 2). Centering inflation as its primary concern, the BCT is
expected to act on short-term interest rates, while preserving exchange rate flexibility.
6
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However, it is actually the liberalization of the dinar and its subsequent fall in value that
accelerated inflation between 2016 and 2018, by increasing the prices of imported goods.
Annual changes in core inflation
and its underlying component



















Inflation











Core inflation

Figure 2 : Annual changes in headline inflation vs. core inflation

3. Trade deficit
According to the IMF, currency devaluation improves the competitiveness of
exporters and thus leads to an increase in exports. At the same time, by increasing
import prices it reduces their volume, resulting in a reduction in the trade deficit in
the medium term.
However, Tunisia’s experience has proven the opposite. According to the BCT’s data,
the dinar’s devaluation (exchange rate effect) has negatively impacted the trade
deficit in the order of 1.1 billion dinars in 2016 and 1.8 billion dinars in 2017. The
improvement witnessed in 2018 (163.1 million) was not due to an increase in exports,
but rather to a significant decrease in imports.
This means that the negative effect resulting from an increase in import value due to
the fall of the dinar outweighs the positive effect of an increase in the value of exports
due to this fall.

Ben Rouine C. (2017) L’impact négatif de
la chute du dinar sur le déficit commercial.
Datanalysis n°11. Observatoire Tunisien de
l’Economie.
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Thus, Tunisia has experienced a vicious circle since April 2016: the more the dinar
falls, the wider the trade deficit; the wider the trade deficit, the more the IMF insists
upon devaluating the dinar.³⁴

4. Foreign currency reserves

Banque Centrale de Tunisie (2017) Point sur
l’évolution des réserves en devises

35

Foreign exchange reserves are considered a financial safety net and are used to meet
the strategic liquidity needs of the economy. This includes providing a guarantee to
foreign creditors and investors on the country's capacity to pay its debts, ensuring
transfers and smoothing the fluctuations of the national currency exchange rate.
The BCT adjusts its reference exchange rate³⁵ on the basis of the average exchange
rate on the interbank market and intervenes on the foreign exchange market when
the market quotations undergo significant fluctuations. To defend the value of the
dinar, the BCT is obliged to use its foreign currency reserves.

7
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However, as discussed above, liberalization of the dinar negatively affected Tunisia’s
trade deficit, inducing a deterioration of the general balance of payments from 2016
(-1.143 MTD in 2016 against +783 MTD in 2015) and a sharp decline in net foreign
currency assets. We cite the number of days of imports (DDI), one of the most
common indicators for assessing the level of reserves.

36
Rapport Annuel (2016) Banque Centrale de
Tunisie

Based on trade criterion, the DDI is supposed to indicate the vulnerability of the
current account, with a minimum recommended threshold of about 3 months.
According to this indicator, foreign exchange assets regressed to 12,935 MTD or 111
days of imports in 2016 against 14,102 MTD and 128 days a year earlier in 2015 (see
Figure 3).³⁶
The foreign exchange inflows recorded during 2016, particularly from drawings on
external credits, were far below the amount needed to cover the foreign exchange
outflows, worsening Tunisia’s trade balance deficit and ability to repay its external
debt.
This downward trend in net foreign exchange assets then deteriorated with the fall of
the dinar in 2017, from 12,935 MTD or the equivalent of 111 IJ in 2016 to 93 IJ at the
end of 2017 and 13,974 MTD or the equivalent of 84 DDI by the end of 2018.
This trend adds to the vicious circle that Tunisia has been experiencing since
2016: the more the dinar falls, the more the trade deficit widens and the balance
of payments deteriorates; the more the balance of payment deteriorates, the more
foreign exchange reserves decrease and the more the IMF requires a devaluation of
the dinar.
Changes of net assets in quotations




























Net foreign currency assets in MDT











Net foreign currency assets in USD million







Number of days of imports ( A.D )

Figure 3 : Evolution des avoirs nets en devises (en MDT et en millions de dollars US)
Source : BCT

B. Impact of dinar devaluation on public companies
Chris Geiregat, IMF mission chief for Tunisia, recommends limiting subsidies and
"deep reforms of public enterprises” which he claims to be “inefficient and overindebted, have arrears and benefit from guarantees and recurrent and important
transfers from the State." He adds that "this reform should re-evaluate the role of
this [public] sector in the Tunisian economy, centralize its supervision, strengthen
governance and improve financial transparency.”
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Geiregat goes on to argue that these “reforms” are “essential both to control the
public finance deficit and to develop the private sector," while "recommending" that
the BCT give priority to low and stable inflation.³⁷ In its Article IV consultation report
with Tunisia,³⁸ the IMF identifies the STIR, STEG, and the Office des Céréales as public
enterprises requiring immediate action.
In order to convince the IMF that it is serious about launching these reforms, the
government reached out to the UGTT to set up a joint committee whose objective
is to undertake the necessary reforms in public enterprises on a case- by- case basis.
It will begin its work with seven companies: Tunisair, El Fouledh, STAM, the Office of
State Lands, the Central Pharmacy, SIPHAT and STEG.³⁹
However, what the IMF mission chief for Tunisia fails to mention is that if public
enterprises have become "over-indebted and inefficient" it is mainly because of
the austerity policies imposed by the IMF and its recommendations, particularly
concerning the devaluation of the dinar.

1. Central Pharmacy of Tunisia
The Central Pharmacy of Tunisia (PCT) plays a key role in the import and marketing
of pharmaceutical products. The PCT is also responsible for setting import prices
and pharmaceutical tenders for pharmacies, hospitals and veterinary medicines.
The PCT acts as a central purchasing and storage facility for imported drugs
and as an intermediary with public hospitals and local drug manufacturers.
Thus, the PCT is the sole importer of drugs in Tunisia and, more broadly, the main regulator
of the country's pharmaceutical supply system. This institution has acquired knowledge
of the world drug market and of contract negotiation, thus constituting a valuable
asset for the entire Tunisian pharmaceutical system, offering real negotiating power.

PBR Rating (2019) Le médicament en
Tunisie – De l’approvisionnement à la
distribution : immersion au cœur des failles
et disfonctionnements d’un système. Analyse
sectorielle
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2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ41
09 ﻣﻠﺤﻖ

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ42
 ﻣﻨﺸﺄﺓ ﻋﻤﻮﻣﻴﺔ ﻟﻠﻔﺘﺮﺓ33 ﻟﻠﻮﺿﻌﻴﺔ ﺍﻟﻤﺎﻟﻴﺔ ﻟﻌﻴﻨﺔ ﻣﻜﻮﻧﺔ ﻣﻦ
95  ﺻﻔﺤﺔ2019-2017
9

However, problems related to the supply of medicines have been increasingly felt
in recent years. The PCT has been held responsible for these problems because
of its role as exclusive importer, central supplier to public and para-public health
structures and its responsibility for managing the country's security stocks. In
particular, the drug price compensation system is widely criticized as representing
a loss to PCT of N210 million in the 2018 fiscal year and in the absence of financial
support from the state. The increase in compensation spending is strongly correlated
with the depreciation of the dinar against the euro. With 80% of the PCT's purchases
denominated in euros, the PCT's operational profitability is deteriorating year after
year along with the deterioration of the dinar. The bulk of the supplier account is also
denominated in euros, and its volume exceeded 1.1 billion dinars in 2017 or +75%
compared to 2015. This is mainly due to the extensions imposed on suppliers, which
causes an increase in these receivables in a context of devaluation of the dinar.⁴⁰
In addition, according to the Finance Act of 2021,⁴¹ dinar devaluation caused a loss of
62% on net returns in 2018, going from 144.8 million dinars in 2017 to -234.6 million dinars
in 2018. Indeed, this deterioration is mainly due to the 30.3% increase in net financial
expenses resulting from the continued decline in the exchange rate of the dinar against
currencies, especially the euro and the dollar (which comprise 78% of payments to
foreign suppliers) by 16% and 21% respectively. This decline resulted in a significant
foreign exchange loss of 211.7 million dinars in 2018 against 162.5 million dinars in 2017.⁴²
The 2018 media coverage of the worrying lack of medical supplies focused
on the "inefficiency" of the PCT. The sharp depreciation of the dinar,
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an issue over which the PCT has no control, nevertheless has strongly
impacted its ability to secure an adequate supply of medicines for Tunisia.

2. Tunisian Electricity and Gas Company
The Tunisian Electricity and Gas Company (STEG) is also targeted by the Committee
for the Reform of Public Enterprises as well as by the Committee for the Evaluation of
the Subsidy System, specifically the subsidies provided on energy products.
STEG subsidies were introduced in 2004 as part of a larger government compensation
program concerning three public companies, namely STEG, ETAP and STIR. The
dual objective of this program was to help Tunisian’s cope with the increase in
international oil prices that followed the change in 2000 of Tunisia's status from
oil and natural gas producer to importer, and of supporting Tunisian companies
exposed to international competition as a result of economic liberalization.

Ben Rabah I., (2017) Quelle stratégie de
réforme de la subvention énergétique en
Tunisie ? – Tribune de l’ITCEQ n°19
43

44
Chebli F., (2017) Politique énergétique en
Tunisie – Notes et analyses de l’ITCEQ n°55

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ45
09 ﻣﻠﺤﻖ

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ46
61  ﺻﻔﺤﺔ09 ﻣﻠﺤﻖ

The subsidy on electricity, representing more than 50% of the subsidy on energy
products,⁴³ comes indirectly from administering a fixed price for STEG that is lower
than the international price. The aim is to minimize the effect of the exchange rate
and volatility of international prices⁴⁴ on national prices, thus fulfilling its mission
of production and distribution of electricity and natural gas across Tunisia. In forty
years, STEG has succeeded in increasing the rate of urban and rural electrification
from 20% and 6% to nearly 100% and 99% respectively.
However, according to the 2020 finance law,⁴⁵ STEG, Tunisia’s largest company in
terms of turnover, has recorded exchange losses and bank interests estimated at
1500 million dinars, due to the evolution of the exchange rate of the dollar and the
euro against the dinar.
Indeed, the financial statements for 2017 produced an estimated negative return
of 1193.7 million dinars, compared to an estimated negative return of 354.4 million
dinars in 2016. This deterioration is due to the increase in the exchange rate against
the euro and the dollar in the same period, which resulted in net financial expenses
estimated at 1039.9 million dinars in 2017 compared to 635.4 million dinars in 2016.
This report confirms that for STEG, the accounting losses of 2017 come mainly from
the financial charges (interest and exchange losses) of bank loans in foreign currencies
concluded and assumed by STEG as financing its purchases and investments.⁴⁶
We can also read in the same report that the year 2018 recorded a negative return
of 2093.5 million dinars due to the increase in the price of a barrel of oil compared
to 2017, but also because of the depreciation of the dinar against the dollar during
the year 2018. This increased net financial expenses, totaling 1543.1 million dinars
in 2018 as compared to 1039.9 million dinars in 2017, thus leading to an increase in
STEG prices and production costs.
Once again, the depreciation of the dinar against the euro and the dollar since April
2016 is the main factor explaining "the over-indebtedness" of this public company.

3. Cereal Office
Spared by the Committee on the Reform of Public Enterprises but targeted by the
Committee Assessing the Subsidy System, the Cereal Office plays a central role in the
permanent and continuous supply of durum wheat, common wheat and barley to
cover all human and animal consumption needs, while guaranteeing the existence
TOE Briefing paper
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of a reserve stock in the country covering a period of at least two months of each
cereal.

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ47
9  ﺻﻔﺤﺔ09 ﻣﻠﺤﻖ

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ48
70  ﺻﻔﺤﺔ09 ﻣﻠﺤﻖ

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ49
 ﻣﻨﺸﺄﺓ ﻋﻤﻮﻣﻴﺔ ﻟﻠﻔﺘﺮﺓ33 ﻟﻠﻮﺿﻌﻴﺔ ﺍﻟﻤﺎﻟﻴﺔ ﻟﻌﻴﻨﺔ ﻣﻜﻮﻧﺔ ﻣﻦ
81  ﺻﻔﺤﺔ2019-2017

2020  ﺍﻟﺘﻘﺮﻳﺮ ﺣﻮﻝ ﺍﻟﻤﻨﺸﺂﺕ ﺍﻟﻌﻤﻮﻣﻴﺔ ﻣﺸﺮﻭﻉ ﻗﺎﻧﻮﻥ ﺍﻟﻤﺎﻟﻴﺔ50
70  ﺻﻔﺤﺔ09 ﻣﻠﺤﻖ

The devaluation of the dinar against the euro and the dollar caused an increase in the
Cereal Office’s financial expenses, from 68.3 million dinars in 2016 to 86 million dinars
in 2017, and reaching 100 MDT in 2018.⁴⁷ Indeed, the purchase value of imported
cereals during the same period increased by 2.8% from 1174.6 million dinars in 2016
to 1208.2 million dinars in 2017 and estimated at 1467 million dinars in 2018, thus
recording an increase of 21.4% compared to 2017. These increases are due to both to
the increase in prices on the international market as well as to the increase in import
prices due to the devaluation of the dinar.⁴⁸
The Cereal Office recorded a negative return of 18.6% between 2018 and 2019, due
to the increase in import prices, the increase in prices on the world market, and the
increase in producer prices of cereals from June 2019.⁴⁹
In addition, the sale value of grains increased by 8.1% between 2016 and 2017, to
reach 978 million dinars in 2017 compared to 904.7 million dinars in 2016, and was
estimated at 1326 million dinars in 2018 or a 35.6% rise compared to 2017.
This increase is not due to an increase in the price or quantity of sales but rather to
the exchange rate effect which results in an increase in the cost of local and imported
cereals.⁵⁰
To conclude, the IMF imposed devaluation of the dinar has had an important impact,
if not the most important impact, on Tunisia's foreign trade. It has contributed
significantly to the current financial predicament of the main public companies,
which are now targeted by the IMF with deep "reforms”, including their possible
privatization. The IMF continues to exert an enormous amount of pressure on the
government of the time in return for its budgetary support, which, as shown in the
table below, is far from covering the losses recorded. Indeed, the costs of the IMF
imposed dinar devaluation largely exceed the gross annual disbursements of the IMF
over the same period.
In total, the amount granted by the IMF to Tunisia from 2016 to 2018 does not even
cover the costs of a single reform, for example, the case study discussed here of the
dinar’s devaluation. The cost of the devaluation of the dinar for the public companies
targeted by the IMF equals the IMF’s total gross annual disbursements. The total
cost of the dinar’s devaluation on Tunisia's foreign trade over the same period, is
the equivalent of more than 6 times the IMF’s total gross annual disbursements. In
fact, these annual disbursements do not even cover the impact of the exchange rate
fluctuations on the outstanding debt, which was estimated at 18697.9 MD between
2016 and 2018 against the 3509.3 MD granted by the IMF over the same period, that
is to say more than 5 times the sum that was granted.
In light of the above findings, it is imperative before re-engaging with the IMF to
assess the impact of the reforms imposed by the IMF on the Tunisian economy in
return for its budget support .

11
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Table 2 : Summary table of the effect of dinar devaluation on trade, debt,
and key public enterprises targeted by IMF-imposed reforms between 2016
and 2018 and the amount of IMF budget support over the same period.

V. Audit and assess the impact of previous engagements
with the IMF before committing to a new program

51
Chandoul, J. (2015) Le Partenariat
de Deauville, à l’origine des politiques
économiques en Tunisie. Observatoire
tunisien de l’économie.

Since the 1980s, the IMF and the WB have adhered to a discourse that blames the
negative impact of the economic conditionalities of the structural adjustment plans
of the 1980s and 1990s on an ostensibly lacking "institutional and governance
environment".⁵¹ Thus, conditionalities linked to "governance" and "capacity building"
reforms have been added to the economic conditionalities.
As noted above, the "improvement of the institutional and governance environment"
through the strict application of IMF recommendations, without taking into
consideration the socio-economic realities of the country, has only led to a further
deterioration of the socio-economic situation, which is becoming unsustainable.

52
Chandoul, J. (2015) Le Partenariat
de Deauville, à l’origine des politiques
économiques en Tunisie. Observatoire
tunisien de l’économie.

53
Ben Rouine C., (2013) How the IMF
and global finance are trying to block a
democratic examination of Tunisia’s debt.
CATDM

Unable to provide real alternatives, the conditionalities of these international financial
institutions indefinitely reproduce Tunisia's dependence on international markets by
imposing conditions that aim to further integrate Tunisia into global supply chains,
attract foreign investors, and exploit Tunisia's "comparative advantage", but which in
reality directly undermined the country's ability to determine its own development
models. IMF financing thus limited Tunisia's room for maneuver in its development
choices, which consequently led to a loss of economic sovereignty.⁵²
Given these experiences, it would be more reasonable for the Tunisia government
to evaluate the effects of the IMF and World Bank conditionalities on loans before
entering into another round of negotiations with the IMF. Indeed, the auditing of this
financing was one of the first economic and social demands to have emerged during
the first phase of the Tunisian revolution.⁵³ This would also strengthen the country's
negotiating power with these institutions.
12
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Conclusion
In parallel with the results of the IMF audit, the downgrading of Tunisia's rating by Moody's agency from B2 to B3 has
weakened Tunisia's position on the international financial markets. Negotiations between the IMF and Tunisia are likely to
be tense, but once the agreement in principle is obtained, the first disbursement will likely be conditioned on the effective
implementation of certain "prior measures". The IMF may even impose these conditions before the agreement in principle,
as was done in the case of the Central Bank's statutes, which are at the origin of the dinar’s devaluation. Once these
measures are undertaken, the IMF will continue to exercise control over the Tunisian government’s economic choices. Loan
disbursements will be linked to the progress of the reform programme, with regular reviews by the IMF.
In conclusion, should the Tunisian government decide to proceed with the agreement under the current circumstances, it
risks further deteriorating the economic and social situation, already heavily impacted by previous IMF arrangements and
the economic and health impacts of the pandemic crisis.
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