O.\l;u.u

2‘: L o 4 L o 4
2090 1go
dubly5gay|
guigi 9 jalaiillg

j)ol udeS

2022 Jyyof

Noria
Research






Noria Research

Noria Research is an independent and non-profit research organization with roots in academia. Our primary
mandates are to translate data gathered on the ground into original analyses, and to leverage our research for
the purpose of informing policy debates and engaging wider audiences.

It is our institutional belief that political crises cannot be understood without a deep grasp for the dynamics on
the ground. This is why we are doctrinally committed to field-based research. Cognizant that knowledge ought
to benefit society, we also pledge to positively impact civil society organizations, policymakers, and the general
public.

Created in Paris in 2011, Noria's research operations now cover the Americas, Europe, North Africa, the Middle
East and South Asia.

Licence

Noria Research encourages the use and dissemination of this publication. Under the cc-by-nc-nd licence, you
are free to share copy and redistribute the material in any medium or format. Under the following terms, you
must give appropriate credit, provide a link to the license, and indicate if changes were made. You may do so
in any reasonable manner, but not in any way that suggests the licensor endorses you or your use. You may
not use the material for commercial purposes. If you remix, transform, or build upon the material, you may not
distribute the modified material.

Disclaimer

The opinions expressed in this publication are those of the author alone and do not necessarily reflect the
position of Noria Research.

Sponsored by the Rosa Luxemburg Stiftung with the funds of the Federal Ministry for Economic Cooperation
and Development of the Federal Republic of Germany. This publication or parts of it can be quoted by others
for free as long as they provide proper reference to the original publication.

The content of the publication is the sole responsibility of the authors and does not necessarily reflect a
position of the Rosa Luxemburg Stiftung.
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About

Noria Research Middle East and North Africa Program

More than a decade since the eruption of the Arab Uprisings, the crises at their root—political, economic and
social—remain no closer to resolution. The push for democratization and justice-oriented economic change
has for the time being relented. In its wake, new anti-democratic coalitions have solidified and expanded,
bound by both a shared rejection of popular governance and human rights and a shared fondness for
repressive methods of control and surveillance.

With matters of ecological and fiscal sustainability, food insecurity, intensifying inequality and mass
joblessness looming ominously, these developments have left the Middle East and North Africa standing
before yet another critical juncture. The hopes and welfare of generations now hanging tenuously in the
balance, it is imperative that a light be shone upon the local, international and transnational drivers of MENA's
(re)turn to authoritarianism, and that the consequence of this distressing resurgence be interrogated in full.

Author

Colin Powers earned his PhD from Johns Hopkins School of Advanced International Studies in 2020. He is a
two-time recipient of the Fulbright Grant and his work has been published in a number of academic and policy
journals.

Powers'’ research agenda primarily concerns the drivers of (under)development, violent extremism and
authoritarianism in the contemporary Middle East. In addition to his position at Sciences Po (project PREVEX
led by Stéphane Lacroix), he is a Resident Fellow at Noria Research.
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Credit Ratings
Since 2011

Tunisia's Credit Rating has steadily collapsed over the
past decade. After beginning the transition with
investment-grade credit evaluations from the three main

Rating Agencies, the Tunisian state would be downgraded
time and time again.

Fitch | Moody's -

Mar 11: Feb '13: Bal
BBB-

Feb '13: BB-

BB-

Dec "13: N/A

I

Oct13: Nov '13: Ba3

May "20: Mar 18: B2

Oct '21: Caal

S&P -

Mar 11: BBB-

Fitch Ratings

BBB: Good credit quality
BB: Speculative

B: Highly Speculative

Moody's Ratings

Baa: Medium Grade Risk

Ba: Speculative and subject to
medium risk

B: Speculative and subject to high risk
Caa: Speculative of poor standing
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S&P Ratings

BBB: Investment Grade
Long-Term Debt

BB: Non-Investment Grade
Long-Term Debt

B: Speculative Short-Term
Debt
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Credit Ratings
Since 2011

Tunisia's Credit Rating has steadily collapsed over the
past decade. After beginning the transition with
investment-grade credit evaluations from the three main

Rating Agencies, the Tunisian state would be downgraded
time and time again.

Fitch | | | Moody's -

Mar ‘11: Feb'13: Bal
BBB-

S&P -

Mar 11: BBB-

Oct "13: Nov '13: Ba3

May "20: Mar 18: B2

Oct '21: Caal

=]
o

Feb "13: BB-

Dec 13: N/A

Fitch Ratings

BBB: Good credit quality
BB: Speculative

B: Highly Speculative

Moody's Ratings

Baa: Medium Grade Risk

Ba: Speculative and subject to
medium risk

B: Speculative and subject to high risk
Caa: Speculative of poor standing
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S&P Ratings

BBB: Investment Grade
Long-Term Debt

BB: Non-Investment Grade
Long-Term Debt

B: Speculative Short-Term
Debt
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Currency
Depreciation

--> Inflationary
Dynamics

A Weakening Dinar

Exchange Rate
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While not the only variable implicated, the decision to
allow the Dinar to depreciate had a major impact on
inflation post-2011. Rising costs have more than
canceled out the purchasing power gains of wage
increases.

Inflation Hits Households and Firms
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The Lending Portfolios of the Multinational

Development Banks in Tunisia since the 2011
Uprisings

Gross Lending Volume 2011-2022

Billions (USD)

African European Bank for European International Bank International
Development Bank  Reconstruction and Investment Bank for Reconstruction Finance
Development and Development Corporation
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Pricing Credit:
Interest Rate

The Banque Centrale de Tunisie resisted raising
interest rates for much of the transitional period.
Since 2017, however, rates were raised considerably.

Po I icy Po st_ 2011 The consequence for borrowers was significant.
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Like so many other central banks in the global south, the
asset development strategy of Banque Centrale de
Tunisie has centered on the accumulation of low-return
reserve assets.

FX Reserve
Hoarding

Assets of the Central Bank of Tunisia

Source: Central Bank of Tunisia
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Worsening
International

Investment
Position

Tunisia's External Liabilities

200,000 —

150,000 —
100,000—' I I

50,000 —

Millions (TD)

I I I [ [ [
2014 2015 2016 2017 2018 2019
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In stockpiling low-return reserve assets while selling
high-return equity and debt assets, Tunisia's external
investment position has steadily worsened over the past
ten years. The losses being run imply an outward flow of
wealth.

Net International Investment Position
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Source: Central Bank of Tunisia
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= 1 The growth rate of short-term lending since 2011 has
Sterilization Erow f ing i

outpaced the growth of medium and long-term lending:
and the result is that the short-term debt stock has more

= = [H = than doubled in ten years. Non-business lending, most of
Financialization

which is designated for household and consumption
financing, has increased starkly.
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I:amily Holding Tunisian markets are dominated by a handful of family holding

companies. Operating giant multisector conglomerates integrating

companles a“d The" finance, production, distribution, and property development, these

Multisector Empires holding companies squeeze competitive energies out of most sectors of

the economy.

Family Holding Company  Cross-Sector Assets

Finance (Banque de IHabitat, BIAT, Amen Bank, Wifak Bank, Tunisie Leasing et Factoring, Attijari Leasing, Tunisie Valeurs, Taysir Micofinance, La Societe

s A Tunisienne d'Assurance et de Reassurance), Agriculture, Real Estate
Mabrouk Groupe Mabrouk Finance (BIAT), Agribusiness (Saida Group), Telecoms (Orange), Retail (Monoprix and Geant)
Tamarziste Meninx Holding Finance (BIAT, Tunisie Leasing, UBCI, Amen Bank), Distribution, Transport and Logistics, Real Estate (residential, commercial, industrial and agriculture)

Poulina Group, PIRECO, Al

Ben Ayed Construction, automobile manufacturing, automobile distribution, energy, aeronautics, pharmaceuticals, real estate, chemicals

Badr Group
Meddeb Groupe Delice, LG Group Finance, Food Processing, Transportation; *Former business partner of Sakher el Materi
Ben Yedder Amen Groupe, Groupe Parenin Finance (Ameb Bank, Comar Insurance), Construction equipment, Transportation and capital imports, Food Processing, Healthcare
Elloumi Elrlz::' i B Finance (BTK), Autopart Exports (COFAT, COFICAB, Chakira Cables ), Agribusiness (Stifen Groupe)
Mhiri ﬁ::::;e MinelMouradi Hotels, Construction, Retail (T&R Retail)
Loukil Groupe Loukil Autopart exports, automobile imports, electrical parts and cables
Miled Miled Groupe, Le Groupe TTS Finance (BIAT), Transportation and aeronautics (Tunisie Travel Services, Nouvelair), Hotels
Bouchameoui Hedi Bouchameoui Groupe Autoparts Exporter, Energy, Real Estate, Agriculture and Agribusiness, football
Mzabi Mzabi Groupe Industrial exports, home appliances, hotels, automobile imports, real estate
Abdelkefi Tuninvest Finance Group Finance (Tuninvest, Africinvest, Tunisie Lending, Tunisie Valeurs, Integra Partners
Abbes Finance (Arab-Tunisian Bank), Sport, Energy, Autopart and Aeronautic exports, Hotels
Boushia ek Beverage production (Celtia Beer), Football(Glub Afrcain)
Arem Arem Group Industrial exports, Retail, Distribution, Real Estate, Hotels
Chabchoub Tawasol Group Holding Infrastructure, Construction, Telecoms
Makhloufi CHO Company Agribusiness (Olive Oil)
Driss i s o e Hotels, Real Estate, Chemicals, Home Appliances

Marhaba
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The Post-2011 Economic Policy Community

Mohamed . '
Ridha Finance Minister 2010-2011 fiGh: Tunisian Institute of National Defense CHFEStor Gemoral of Gafes Plicgphntes
Chalgoum Independent Company

Houcine

Dimassi Finance Minister 2011-2012 Nidaa Tounes University of Tunis UGTT; Professor and Dean

National Engineering School of Sfax,
Elyes Fakhfakh Finance Minister 2013-2014 Ettakol University of Evry Val d'Essone, Institut Total, Cortrel
National des Science Appliquees de Lyon

Slim Chaker Finance Minister 2015-2016 Nidaa Tounes World Bank, Banque Tuniso-Qatari

Fadhel

Abdelkefi Finance Minister 2017 Afek Tounes University Paris-Pantheon Sorbonne Integra Partners, Tunisie Valeurs, SICAV

Capgemini Telecom, Booze Allen
Hamilton, PriceWaterhouseCooper

Nizar Yaiche Finance Minister 2020 Independent Ecole Centrale Paris

Sihem

Boughdii Finance Minister 2021 Independent ENA Ministry of Finance

Chedly Ayari BCT Governor 2012-2018 Independent Paris-Sorbonne Societe Tunisienne de Banque

Minister of Dev,
Yassine Brahim Investment, and Int 2015-2016 Afek Tounes Ecole Centrale de Paris Cap Gemini, Societe Generale, Ubitrade
Cooperation

Minister of Dev,
Zied Ladhari Investment, and Int 2017-2019 Ennahda University of Tunis, Paris-Sorbonne Lawyer
Cooperation

Minister of Dev,
Selim Azzabi Investment, and Int 2020 Tahya Tounes University Toulouse BIAT, Dresdner Bank
Cooperation
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= z Despite the policy community's catering to the needs of the
Foreign Direct

investor class, the volume of FDI inflows has been meager

I nve stm @ nt throughout the past decade. Where capital did flow in, it

disproportionately concentrated in the extractive sectors (oil and

Shﬂ rtfal Is gas esp.). Greenfield FDI was low throughout as well, reducing the

effect of more encouraging investments into the manufacturing
sector, which often amounted to a merger or acquisition.

FDI Inflows 2011-2020 Sectoral Breakdown of FDI Receipts
Millions (TD)
5,000 —
Year Energy Manufacturing Services Telecoms Finance
2011 1063 331 220 194 0
4,500 -
2012 886 532 1082 758 243
2013 1077 507 218 88 99
4,000 —
2014 892 454 452 83 226
2015 970 566 422 98 156
E 3,500 2016 796 802 282 103 5
E 2017 810 975 321 76 84
= 3’000 n 2018 910 1129 626 103 386
2019 909 1249 302 66 0
2,500 2020 621 1027 169 71 1.2
2,000 -
1,500

Source: Central Bank of Tunisia

| I | I | | | | | I
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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Wh e r el s th e Tunisia's robust intellectual property protections have neither
facilitated significant knowledge transfers, fostered an

I “ nov atlo “? innovative business climate, nor encouraged investment into

R&D. Evidence of this, patent and industrial filling applications
have tracked steadily downward since the 1990s, while
expenditures on R&D have remained little more than a rounding
error (0.6-0.7% GDP).

Tunisia's Backsliding Innovativeness Falling Behind: Tunisia in Comparative Context
Resident Resident Total Industrial 1200
esicen Total Patent Industrial oe{ nustria
Year Patent - . Design
Applications Applications Desion Applications
PP Applications
10,000
1994 39 145 113 2379 <§
2011 137 680 179 200 ga
2012 150 626 178 335 = 1500
2013 112 549 189 574 g
=
2014 142 542 164 516 =
<
2015 180 589 129 568 E
£
2016 235 582 159 598 =
=
2017 172 555 150 493
2018 180 451 164 485
2019 349 222 552
2020 257 1994 2012 2014 2016 2018 2020

2011 2013 2015 2017 2019

Source: World Intellectual

Property Organization @ Vietnam @ Tunisia
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= Tunisia's industrial performance has long set it apart from many
M a n ufact“ rl “g peers in the Middle East and North Africa. Unfortunately,

Slowdow“ extreme competition within global value chains have combined

with poor policy choices to stop the manufacturing sector's
forward momentum in recent times.

Manufacturing Value Added: Post-2011 Share of Medium and High-Tech Manufacturing
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= = Tunisia's trade imbalances intensified considerably in the post-
Intensifying

2011 period. Coming at a time when its service-side surpluses--

EXte I““ a I most of which derived from the tourism sector--were dwindling
and remittance flows were declining, this resulted in significant

I m ha I a n ce current account deficits.

Trade and Current Account Deficits
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A I- t D d With few exceptions, most sectors of the Tunisian economy
os eca e experienced significant decline over the past ten years. The sectors

that have bucked this trend--agriculture/food processing, ICT and

the financial industries--meanwhile, have created precious few
jobs: the benefits of their growth have thereby been predominately
captured by capital. The consequences of these dynamics for the
labor market and the welfare of families has been significant.

Value Added by Activity Sector GDP Per Capita
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The Fiscal
Sociology of

Tunisia's tax revenues have remained biased towards regressive
levies of different type. Partially due a lack of profitability and
partially due to pervasive tax evasion/avoidance, corporate
income tax receipts continue to contribute a pittance to the
public coffers.

post-2011 Tax
Policy
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= The external and domestic debt stock of the Tunisian state has
The Social and

grown immensely since 2011. Though smaller in volume,

D eve I 0 p m e “t a I domestic debts come with far higher interest rates. Paying

them off introduces sizable distributive effects, and, in

OOSts Of Dﬂbt conjunction with the resources that need be devoted to external
debts, leaves governments unable to undertake the capital

Re paym e IltS spending that is so desperately needed.

Scheduled Domestic Debt Repayments

2021
2022 General Government Debt Stocks (Millions TD), End 2020
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Scheduled External Debt Repayments

2021 *Note: the external debt stock does not include the debts
of state-owned enterprises, many of which are guaranteed
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Source: IMF Article IV Consultancy (February 2021)
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In helping underwrite the fiscal deficits run up during the post-2011 period, Tunisia's

-
Dyslfu “ ct I 0 n a I commercial banks have grown increasingly exposed to government debt. This exposure

has heightened financial system risk: according to S&P, Tunisian banks' direct exposure

c re d It to sovereign debt--a measure that excludes their exposure to the debts of SoEs--was

already equivalent to 13.2% total assets as of November 2020. After the state borrowed

I nte rm e d i at i o n an additional 5.58 TD billion in 2021, that percentage jumped a few points higher.

To some extent, the banks' moves into the sovereign debt market have also crowded out
long-term lending to tradable sectors.

The Financial System's Exposure to Domestic Bank Lending to the Economy (Millions TD)
Sovereign Debt
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