cTo

MAHCKA
PAKYATET

St. Cyril and St. Methodius University of Veliko Tarnovo

Faculty of Economics

EKONOMY AFTER COVID-19, SOLUTIONS AND MEASURES,
REPUBLIC OF TUNISIA

NKOHOMMUMKATA CJIEJL COVID-19 — PEIHEHMA 1 MEPKU —
PEITYBJIMKA TYHUC

Karim Naama
Kapum Haama

St. Cyril and St. Methodius University of Veliko Tarnovo
BenukorbpHOBCKHM yHUBepcuTeT ,,CB. cB. Kupun u Metonuii*

Pe3rome: B Hacrosiiiara pazpadotka uzcneasame mnpodiaema Ha COVID-19 u oTpaxkeHuEeTo My BbpPXY
MOJTUTHKO-UKOHOMHYECKOTO pa3BuTue Ha Pemmybnmka Tynuc. ToBa n3cnenBane ce mpaBy B paMKUTE
Ha B3aUMOJCUCTBUATA W NPOMEHHUTE, KOUTO HACTBIIBAT B IIOOajlHAaTa MOJMUTHKA U CBETOBHATA
nKOHOMUKa 1ipe3 21. Bek ¢ nomuHanTa xenanueto Ha CAIL u Kuraii 3a 3acunBane Ha OTHOCUTEITHUS
UM UKOHOMHYECKH U MOJIUTUYECKH JIsUT Ha CBETOBHATA CLICHA.

[TonacrosimieM TyHH3MiiCKaTa WKOHOMHKa, 10 rommHa OT HadajaoTo Ha ApaOckara TpoOJeT Tpe3
2010 r., e u3npaBeHa npej rojleMu TPYIHOCTH, YacT OT KOUTO C€ IbJDKAT Ha HETaTMBHUTE YCIOBHSA
W MOCIEIUINTE, Npou3Tudanm ot manaemusara Ha COVID-19, mpoBokupana mmpoKoMamiadeH
MKOHOMUYECKH HATUCK BbPXY LM CBIT B PE3y/ITaT Ha CIIUPAHETO U OOIIOTO 3aTBapsiHE HA MHOTO
MKOHOMHMYECKH JCHHOCTH, Ha BhPXa Ha KOUTO € TYPUCTHUYECKHAT CEKTOP — OCHOBHUST N3TOYHUK HA
JIOXOIU 32 TYHU3HICKaTa HKOHOMHUKA.

Tasu pa3paboTka npeacTaBs Bb3eiicTBreTo Ha enuaemusta or COVID-19 BbpXy MaKpOMKOHOMHKATA
Ha TyHHUC, KaKTO M BbpPXy MAJIKHTE U MUKPONPEIANPUATHIATA U ceMeiicTBaTa. [IpoyuBaHeTo XBbpIis
CBETIMHA ¥ BBPXY BB3ACHCTBHETO HAa BCEOOXBATHATA KAPAHTHHA W MEPKUTE, MPEANPUETH OT
MIPaBUTEICTBOTO Ha TyHHC 3a KOHTpPOJ Ha eNmuAeMusiTa Ha MKOHOMUYecko HHUBO. [IpoyuBanero
MIpEJICTaBs OIICHKA Ha yBeJwueHara Ha ¢uHaHcoBara ys3BumocT Ha MTPEs u mHOromsmepHara
napuyHa OeIHOCT Ha TOMakUHCTBara. [IpoyuBaHeTo 1aBa MHOTO KOHKPETHU MIPETIOPBKU U Bb3MOXKHH
MPAaKTHYCCKH PEIICHHUs], KONTO OMXa HaMaJ WM TOCIEAWINTE OT Kpu3ara M Ouxa MOAKPEIIHIH
YSI3BUMHUTE COLMAIIHU CIIOEBE, MAJIKUTE U MUKPOIPEANPUATHATA 110 BpEME Ha eTaluTe Ha Kpu3ara,
0C00EHO pemIeHus, KOUTO MOTaT a JOIPHUHECaT 32 HKOHOMHYECKOTO Bb3CTAHOBSIBAHE CIIE KPHU3aTa.
KmiouoBu aymmn: COVID-19; 6uonoruuen tepopusbm; TyHHC; MKOHOMUKA; Kpu3a; xaoc; MB®;
ESCWA; pemenue.

JEL: P00, P20, P 51,F43

Introduction

Researcher Martin Rees, one of the experts on the problems of the 21st century, deals with prob-
lems related to the organization of social forces and states in a very different way in his book ,,Our Final
Hour* (Martin, 2003). The author explains that advanced technology will introduce new methods of cre-
ating terrorism and destruction, and communications will lead to the regulation of their social impact and
it will be possible for disasters to occur in this way and even more annoying that they result from simple
technical misfortune,that is and the more serious the threats, the more likely the number of perpetrators
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is, so that the appearance of chaos becomes widespread, which is presented in this unique and strange
book in its details.

The book also shows the opportunities available through advances in science and technology and
the associated benefits and risks, smoothly aimed at non-specialists, and presents the subject of science
that has not yet reached its end, as some claim and still many studies of the universe and its fate and the
complex structures of life and the brain, etc. And new discoveries and useful applications will appear,
but they also raise ethical risks and problems of a new type. We need to balance the benefits and advan-
tages of genetics and information, the risks of all this, and the impact on the universe more diversely and
broadly than we anticipate.

Biological terrorism and the intervention of scientists in the genetic modification of human biol-
ogy, human and animal reproduction, tissue culture and other biological sciences, both suspicion and
interest, give us reason to quote the British scientist Martin Rees born in 1943, who wrote the book, Our
Last Hour, and published it in mid —2003. This book confirms fears of the potential for the destruction of
the universe. He says: ,,Expectations of a catastrophe will destroy the world, they have risen to 50% since
they were 20% a hundred years ago, and he goes on to say: Science is advancing at a high rate and in a
more dangerous field than ever. He went on to see that the most important threats to humanity are nuclear
terrorism, genetically modified deadly viruses, the flight of man-made devices and genetic engineering
that are changing human nature.

And all this is done by bad people or as a result of human error, but 2020 will be the year of bio-
logical error that kills a million people, and human nature will change because it will become unstable
due to the drugs used in medical drugs, as well as the tremendous advances in genetic engineering, the
rapid development of DNA code technology, and the potential for significant risks.

The Republic of Tunisia cannot be isolated from everything that has happened since the emergence
of COVID-19. This reflects on the development of the country in political, economic and social aspects,
namely here the current problems related to the political and economic development of the country and
the impact of the pandemic will be studied.

1. Reflections on the economy of the Republic of Tunisia

Today, 10 years after the start of the Arab Spring in 2010, the Tunisian economy is facing major
difficulties, some of which are due to the negative conditions and consequences of the coronavirus pan-
demic, which has brought widespread economic pressure to the world as a result of the suspension and
general closure of many economic activities, topped by the tourism sector, which in turn is the main
source of income for the Tunisian economy. However, the most important part of the crisis and the dif-
ficulties facing the economy are due to internal and previous causes of the COVID-19 crisis, especially
since the beginning of the political instability to which the country has been exposed in recent years.

There is not a single Arab country left that has not been affected by the COVID-19 pandemic. In
addition to the fragility of the health system in many Arab countries, the economy has been severely
affected in many countries, and most of them live on international support, raising questions about the
economic future of these countries after the pandemic, while Arab countries with strong economies have
taken preventive measures. The virus revealed the fragility of several countries‘ economies and showed
shortcomings, including a lack of medical protection and a lack of food and other vital products.

The United Nations Economic and Social Commission for Western Asia (ESCWA) has warned
that the effects of COVID-19 could throw more than 8 million more into the Arab region‘s population
into poverty and hunger due to declining trade with food and lack of stocks of it. It is estimated that cur-
rently over 100 million people in the Arab region suffer from poverty.

ESCWA said 8.3 million people in Arab countries would reach poverty levels in 2020 as a result
of the spread of the virus. COVID-19 is no longer just a disease, but rather an international problem that
requires international interaction and cooperation to confront it.

The International Monetary Fund (IMF, 2020) estimates that expected Tunisian economy to shrink
by an estimated rate of 7% in 2020 as one of the highest rates of contraction expected at international
level during the year that has witnessed the peak of the pandemic, especially since the fund estimates
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that the rate of contraction of the world economy during the year is about 4.4% and that the economies of
developed countries will shrink by an average of 5.8%, while the average rate of contraction of emerging
economies to which Tunisia belongs will probably reach about 3.3 percent.

Although the economy is expected to return to positive growth at a rate of 4% in 2021, its contrac-
tion in 2020 at this high rate suggests many negative signs associated with the instability of the overall
situation. The ability of the economy to return to positive growth alone remains dependent on the end
of the COVID-19 crisis, which cannot be certain to happen in the foreseeable future, including 2021,
especially if the new human immunodeficiency viruses (HIV) worldwide continue to grow, as has hap-
pened recently. Because recent increases have prompted some countries to re-impose a general or partial
blockade.

In light of these unfavorable conditions, the government expects to report a 14% deficit in its
fiscal 2020 budget, compared to a deficit of about 3% that was expected for the same budget before the
COVID-109 crisis erupted earlier this year. The government has responded to this significant increase in
the effects of the pandemic. Although it seeks to reduce the budget deficit to around 7.3% in the next fis-
cal year (2021), according to estimates of the new draft budget, which was referred to Parliament for dis-
cussion and approval recently, realizing that this target remains dependent on the end of the COVID-19
Crisis.

The amount of the Tunisian budget for the new fiscal year (2021) is estimated at 52.6 billion di-
nars, or about 19 billion dollars, with about 11.3% increase compared to the budget for the fiscal year
2020, which amounts to 47.23 billion dinars, or about $ 17 billion. But the targeted budget increase de-
pends on the economy ‘s ability to provide more sources of income, which is exaggerated in light of the
renewed spread of the virus around the world, leading to a continuing decline in public revenues for all
countries, especially those dependent on sectors that generate foreign revenue, such as Tunisia, which
depends on the tourism sector, which is the most important sector of its economy, as it contributes about
14.6% of its GDP and over 50% of its foreign exchange earnings per year.

The tourism sector accounts for 10% of GDP and this sector is witnessing a significant decline,
reaching 50% in the first five months of this year, compared to the same period in 2019, due to the closure
of airports, sea and land borders during the quarantine period., and even after the opening of airports did
not report changes in the tourism sector, but rather reduced revenues in the first months of 2020.

The tourism sector provides 400,000 jobs directly and indirectly, and the sector‘s revenues have
fallen by more than 50 percent in the first six months of this year compared to the same period in 2019.

From the beginning of 2020 to the limits of August 20, 2020, revenues from tourism decreased
by 60% to reach 1.3 billion, while revenues from tourism for the same period last year and until August
2019 amounted to about 3.3 billion dinars.

While Tunisia experienced an economic decline of 21.6% in the second quarter of 2020 compared
to the same period last year, the main reason for this contraction was mainly related to the decline in
revenues in the tourism sector, which shrank by more than 38% compared to the same period in 2019.
Data of the central bank (Central Bank of the Republic of Tunisia) show that Tunisia‘s tourism revenues
decreased in the first five months of 2020, to 1.028 billion dinars ($ 361.9 million), compared to 1.63
billion dinars ($ 576.2 million) for the same period in 2019. The Arab Monetary Fund ranks (Arab Mon-
etary Fond. WWW.amf.org) Tunisia among the Arab countries most affected by the decline in tourism
revenues in light of the economic consequences of the COVID-19 crisis in 2020.

Regarding the situation in the tourism sector in Tunisia and the extent of the pandemic‘s impact on
it, Tunisian University President Khaled Al-Fahfakhakh said in an interview with Al-Arabi 21 (Fakhakh,
2020) that the tourism sector was hit hard by the epidemic and would shrink if be the last of the sectors
to recover.

He believes that 2020 will be more difficult for the tourism sector than in 2015, when the sector
was severely affected by terrorist attacks.

Regarding the possibility of overcoming this crisis, Al-Fahfakhakh replied: ,,We are now consider-
ing how to keep the workers and help them, as this will lead to the depletion of funds to pay off debts for
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electricity, water, social funds and banks. He added: ,,There is a bet that the epidemic will be overcome
soon with the hope of the return of domestic tourism and the arrival of tourists from Algeria and Europe
(Fakhakh, 2020)*.

At a time when Tunisia is suffering from fragile economic instability in the light of the crisis, its
tense political problems have for some time been a stumbling block to the return of its economy to sta-
bility, even if the COVID-19 crisis ends soon. Tunisia is experiencing the weight of a political crisis that
has disrupted the country‘s stability as a result of confrontation between the head of state and the speaker
of parliament on the one hand and between the head of state and the parties on the other. This tension
has complicated the economic decision-making process, making it difficult to stimulate the economy and
increasing its ability to cope with the COVID-19 crisis.

As a result of this complex situation, some Tunisian economic experts believe that the country is
close to the brink of bankruptcy, especially since these interactions are a deterrent to economic policies,
not to mention a barrier to consensus between the executive and the legislature in the country, which
postpones the approval of these policies. All this leaves the economy vulnerable to further aggravation
of'its problems.

The government faces another dilemma arising from the large volume of public debt, which ac-
counts for about 85% of GDP, in addition to the approaching dates for repaying much of that debt. Ac-
cording to some estimates, Tunisia is required to pay 7.5 billion dinars ($ 2.7 billion) in foreign debt in
the last quarter of 2020 alone.

These conditions, due to political instability, cause a general decline in investment performance in
Tunisia, given that they have imposed a state of uncertainty on the economic outlook and the chances of
recovery from weaknesses and financial instability. And while domestic foreign investment in Tunisia
fell to about $ 845 million in 2019, compared to about $ 1.04 billion in 2018, or about 22.8%, it is likely
to fall deeper in 2020.

It seems difficult to get out of the situation that economic indicators have reached in Tunisia
without settling the financial conditions, which have been in crisis for years, and to find a way to adopt
stimulus policies capable of allowing the economy to take the pressure. resulting from the COVID-19
crisis and without achieving a state of political stability that improves economic recovery and ensures
its sustainability.

2. The state of the economy of the Republic of Tunisia during
the COVID-19 crisis

The ongoing economic crisis will have a greater impact than the 2008 crisis and its impact on Tu-
nisian citizens will be more severe than in previous crises, as unemployment rises, especially for fragile
tourism-related jobs directly or indirectly. , the purchasing power of citizens will decrease, especially for
the poor and middle class, with the loss of the value of the Tunisian dinar. The Tunisian Institute of Com-
petitiveness and Quantitative Studies revealed in a study published last May 2020 that it is possible that
approximately 430,000 jobs could be lost in Tunisia during the three-month quarantine period, an aver-
age of 143,000 jobs. sites per month since the beginning of the pandemic and the spread of (COVID-19)
in mid-March 2020.

A number of economists also expect the unemployment rate to rise as a result of this pandemic
from 14.9% at the end of 2019 to 20 or 25% by the end of 2020. The National Statistical Institute an-
nounced on May 22 that Tunisia‘s GDP will shrink by 1.7% in the first quarter of 2020. The tourism
sector has been hit hard by the crisis (COVID-19).

Although Tunisia has begun easing restrictions on the movement of individuals and companies,
the pandemic has caused major damage to the tourism sector, which contributes about 10 percent of GDP
and is a major source of foreign exchange. The Tunisian economy is projected to shrink by 4 to 7 percent
this year in 2020 due to the pandemic (COVID-19), which is the largest contraction since independence.

Although consumption has seen a noticeable jump in the food and basic materials sector, it is in
the immediate direction of providing for vital needs and keeping them in reserve.
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In our opinion, analyzing the situation in the country, the current growth rate of the Tunisian
economy exceeds 1.2% in 2019, and the expected growth rate in the budget for 2020 is estimated at
2.7%, but this crisis has canceled all calculations. and evaluations. ,,Tunisia‘s economy has been facing
an uncharacteristic crisis since 1929. The virus has affected the national economy, which is inherently
facing a structural crisis, as the pre-epidemic growth rate is 1% and the trend is declining by 5%.* ,,The
total debt ratio is around 80% and the external debt ratio has exceeded 90% due to the epidemic. In this
difficult situation, it is currently difficult to find the necessary costs for the health sector, and recovery
will be difficult later.*

According to some researchers (Arabic 21, 2020), many economic sectors will be affected, most
notably: tourism and transport, traditional industries, foreign trade and export industries such as textiles,
auto parts manufacturing, mechanical and electrical industries, which will be most affected. Especially
in light of the spread of the epidemic in Italy, Germany and China, given that Tunisia‘s trade with these
countries amounts to more than 60% of total foreign trade.

As for the sectors that will be relatively less affected and need to be revised in the overall economic
structure, they are ,,agriculture and the food industry®, as the current crisis allows the country to double
its exports of agricultural materials. such as olive oil and fishing, given the critical situation facing Italy,
which is considered to be the first supplier of this material to the rest of the European Union.

For Tunisia, a drop in world oil prices to $ 30 is a real opportunity to reduce the energy deficit and
reduce the trade deficit, provided they provide future contracts.

In the report ,,Prospects for the World Economy from October 2020 The International Monetary
Fund forecasts that the growth of the Tunisian economy will shrink by 2020 by 7% and is likely to re-
cover in 2021 and reach 4%. The International Monetary Fund also expects that inflation in Tunisia will
reach 5.4% in 2020 and that the deficit will reach 8.3% and 8.7% by the end of 2021.

The report calls for more measures to address urgent weaknesses in countries suffering from limit-
ed fiscal space in order to ensure a smooth recovery while maintaining the resilience of macroeconomic
conditions. Urgent measures include providing jobs, providing liquidity to companies and families, pro-
tecting the poor and creating a carefully designed economic roadmap for recovery.

According to the Central Bank of Tunisia, economic growth fell by 21.6% in the second quarter
of 2020, compared with an increase of 2.1% in the same period last year. The statement of the Central
Bank, published on 30 September 2020, found that this contraction was due to a decline in production in
all sectors except the agricultural sector. The central bank‘s data show that the Tunisian economy fell by
11.9% in constant prices in the first half of 2020 compared to the same period last year.

The central bank‘s report also indicates a decline in the inflation rate, taking into account the an-
nual decline, to the level of 5.4% in August 2020, and according to the central bank this decline is due to
the slow pace of development of laboratory, food and services. The central bank also pointed to a decline
in key core inflation indicators, with their decline, especially item inflation, excluding fresh and framed
items, reaching 5.3% in August 2020.

In the first eight months of 2020, the current account deficit continued to decline to 5% of GDP, a
result of the continuing economic contraction at national level and at the level of Tunisia‘s most import-
ant partner countries as a result of the effects of the epidemic. the crown. The net inflow of foreign cap-
ital made it possible to cover the current deficit and maintain the level of net assets in foreign currency,
which amounted to 21,127 pp, or 141 days of delivery on September 25, 2020, compared to 17,892 md,
and 101 days on the same date in 2019.

In the same context, the central bank, referred to in a statement published on 30 September 2020,
decided to reduce the key interest rate of the Central Bank of Tunisia by 50 basis points in order to
provide the right conditions to stimulate investment and restore economic activity., while maintaining
financial stability, bringing the interest rate to the level of 6.25%. Data from the National Statistical
Institute also show an economic contraction in the second quarter of this year, reaching a negative rate
of 21.6%.
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3. The effects of the economic crisis on small and medium-sized businesses

Following the announcement of the first case of coronavirus infection on 2 March 2020 and the
announcement of quarantine, the Prime Minister of Tunisia announced a set of exceptional measures to
support economic institutions affected by quarantine procedures and some related measures. with small
and medium-sized enterprises and the liberal professions, such as deferral of payments for a period of
3 months from April, deferral of social security contributions for the second quarter for a period of 3
months, deferral of payments of bank debts and financial institutions for a period of 6 months, resched-
uling of tax and customs obligations for a period of 7 years, creation of a guarantee line of 500 million
dinars to enable the institutions to obtain new loans for disposal and construction and to enable recovery
of excess performance over value added within a maximum period of one month.

Despite numerous procedures and measures, the government did not deliver on its promises, which
were confirmed by Bashir Buzhdi, a member of the Tunisian Union‘s executive office for industry, trade
and crafts, in a statement to Shams FM on Thursday, October 8, 2020, where he pointed out that: “35% of
small and medium-sized companies live in a difficult situation and are threatened with closure and disap-
pearance. And other representatives in the Republic of Tunisia say that the quarantine measures that were
activated during the first wave of the spread of COVID-19 have led to the loss of 165,000 jobs and even
the latest government decisions that the organization seeks and promotes. debt planning and deferral of
bank contributions and payments, it is not activated and is activated below expectations.

Following the emerging problems surrounding investment in the country and the impact of the
COVID-19 crisis, the Foreign Investment Promotion Agency confirmed that in the first nine months of
2020, international investment flowing into Tunisia decreased by 26.4% as an indicator. for the country*‘s
vulnerability to the effects of the coronavirus pandemic. Data reported by the Tunisia Africa News Agen-
cy show that Tunisia has attracted investments worth 1506.6 million dinars by the end of September
2020, against 2048.4 compared to the same period in 2019. Also, international investments in financial
portfolios decreased by 68.1% and at the end of the third quarter of 2020 they reached about 47.7 m.
dinar compared to 149.8 m. dinar in 2019.

As for energy investment, it has fallen significantly by 23.5%, according to the Foreign Investment
Promotion Agency. The level of investment in the energy sector was reached by the end of September
601.7 m. Dinar compared to 786.3 m. Dinar compared to 2019 and this decline, according to the agency,
is due to the deterioration in the price of a barrel of oil reached the lowest its historic levels in 2020, in
addition to protests and intersections in most of the production areas, especially in the Al-Camor area.

Regarding the proposed solutions to overcome the economic crisis, the experts respond as follows:
,»that the solution lies in the protection of the private sector by exempting from taxes and social contribu-
tions, negotiating with the International Monetary Fund and the World Bank to schedule debts in Tunisia
and relieve her of some debts, and support Tunisia with some extraordinary loans.

Given the causes and nature of the crisis, we can say that overcoming the crisis lies in solving an
existing problem in Tunisia, the ,,issue of corruption®, and here the solution comes by overcoming it,
adopting an uncompromising policy against it and transforming the law on economic reconciliation in a
law to settle problems, not an amnesty.

The need for ,,self-reliance*, by mobilizing efforts and resources, the openness of society to take
responsibility, showing a culture of ambition, work and sacrifice by all and moving with a clear strategic
policy to solve problems.

Experts think that betting on Tunisian society will bear the brunt of the problem, not through tax
inputs, but through other inputs, such as: contributing to national instruments for financing development
projects in entities that the state cannot implement, and activating funds and donations in various social
sectors. It is necessary to apply the law firmly and strictly to all and at all levels, to deal with the situation
of insecurity and lawlessness, to circumvent the law, debauchery in the workplace, evasion, fraud, tax
fraud and smuggling. Furthermore, it is necessary to expand economic partnerships with other emerging
poles such as China, Africa and Turkey and not limit itself to the European partnership. The government
needs to negotiate well with international institutions to suspend debt service until the crisis is resolved
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and stolen and frozen funds are recovered abroad. Finally, in order to avoid pandemics, society must
change its way of life.

In conclusion, the Tunisian economy continues to face difficulties in light of the critical health
situation, and the government is still making promises that have not yet been fulfilled, and the Tunisian
citizen is still on the waiting list.
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