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ACRONYMS AND ABBREVIATIONS 
 
 
ADB  : African Development Bank 
API  : Industrial Promotion Agency 
BCT  : Central Bank of Tunisia 
BVMT  : Tunis Stock Exchange 
CGA  : General Insurance Council  
DGA  : Direction Générale des Assurances (Directorate General of Insurance) 
DGP  : Directorate General of Forecasts   
TND  : Tunisian Dinar 
EU  : European Union 
GDP  : Gross Domestic Product 
IMF  : International Monetary Fund 
MTND  : Millions of Tunisian Dinars  
MFA  : Multi-Fiber Agreement  
OPCVM : Undertaking for Collective Investments in Transferable Securities 
(UCITS) 
PAC  : Competitiveness Support Programme 
SICAF  : Closed-ended Investment Fund 
SICAV : Open-ended Investment fund 
UA  : Unit of Account  
WB  : World Bank  
  

CURRENCY EQUIVALENTS 
 
Currency   At Appraisal  At Completion 

    (April 2005)   (August 2007)  (December 2007) 
 
Unit of Account   1    1  1 
 
TND    1.8893    1.9601  1.9290 
 
Euro    1.1763    1.1183  1.0735 
 
US$    1.5168    1.5326  1.5803 

 
     FISCAL YEAR 

 
1 January to 31 December 
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EXECUTIVE SUMMARY 
 
1. The Competitiveness Support Programme III (PAC III) is follows on from the Bank’s 
other operations in Tunisia and was aimed at supporting the Government in the achievement of 
its employment creating economic growth objectives and increased private sector participation in 
investments needed to achieve such growth. The design of the programme was based on the good 
performance of the two competitiveness support programmes which preceded it (PAC I- 1999-
2001 and PAC II- 2002-2004) and is characterized by a high degree of harmonization between 
the three co-financiers (Bank, World Bank and European Union) and a strong involvement of the 
Tunisian party (authorities and representatives of financial institutions and the private sector). Its 
specificity lies in the common approach adopted by the three co-financiers since PAC I, with a 
common matrix and common disbursement conditions, joint missions and, hence, joint dialogue. 
The programme supported the second phase of the 10th Development Plan of Tunisia (2002-
2006) and was in keeping with the Bank’s assistance strategy for Tunisia covering the 2004-2006 
period as set out in the 2002-2004 CSP updated in 2004 and 2006. 
 
2. PAC III, which received an ADB loan of UA 100 million (equivalent to Euro 117 
million), was co-financed with the World Bank (US$ 150 million, or about UA 100 million  and 
the European Union (Euro 78 million, or an equivalent of UA 64.8 million). The programme was 
approved by the Bank’s Board of Directors on 21 September 2005. The loan was disbursed in 
two tranches of UA 50 million each (equivalent to Euro 58.5 million), respectively in December 
2005 and August 2007.  
 
3. The overall objective of PAC III was to contribute to the achievement of an average 
annual growth rate of 5.2% during the programme implementation period, through the  following 
three components: (i) maintenance of a stable and responsive macroeconomic framework, 
essentially through fiscal consolidation and strengthening of Tunisia’s medium-term budget 
framework ; (ii) improvement of the private sector environment and promotion of new 
investment opportunities ; and (iii) strengthening of the financial sector’s contribution to the 
financing of growth.   
 
4. PAC III was highly satisfactorily implemented and achieved virtually all the 
development objectives. On the macroeconomic front, fiscal consolidation and strengthening of 
the budget framework enabled Tunisia to achieve a growth rate in line with the projections, 
despite a difficult international context. Improvement of the private sector environment helped to 
make substantial progress in taxation and the simplification of procedures and strengthening of 
competition institutions. Reforms aimed at strengthening the financial sector contributed to the 
restructuring of the banking and insurance sector and introduction of requirements of 
transparency in financial information. Measures intended to revitalize the non-banking sector, in 
particular the financial market, were implemented, but it should be noted that the results at the 
completion of the programme are still modest and that the efforts must be pursued. Smooth 
coordination between donors as well as the high level of ownership of reforms by the authorities 
contributed to the quality of the results obtained.   
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Conclusions 
 
5. PAC III contributed to the implementation of an ambitious reform programme of the 
Tunisian Government. The programme’s contribution, more than the actual financing, probably 
lies in the soundness of the analytical underpinning and the coherence of the firmly entrenched 
measures. The level of ownership by the Government of these reforms is reflected by the 
implementation of practically all the measures. It should also be noted that the Government 
intends to pursue and deepen the reforms undertaken under the series of PACs, within a 
framework of new challenges of greater opening up of the economy. Furthermore, the smooth 
coordination of actions between the co-financiers, on the one hand, and with the Tunisian 
administration, on the other hand, resulted in quality dialogue and was therefore a decisive factor 
in the success of the programme. Lastly, following the effective introduction of industrial free 
trade with the EU, which was the goal of the series of PACs, PAC III marks the end of the 
adjustment of competitiveness. A new series of reforms, integration support programmes, is 
envisaged and is under discussion, to meet the challenges of integration into the global economy.   
 

Lessons Learnt 
 
6. A number of lessons of a general nature and recommendations stemming therefrom 
remain valid for the PAC III: the usefulness of good programme preparation through economic 
and sector work, targeting of a limited number of sectors, the need for clearly formulated 
conditions, precise verification criteria, and assessment of the technical feasibility of each 
condition in order to prevent any possible blockages.  In addition, more specific lessons can be 
drawn from this operation:  
 

(i) Close coordination between the co-financiers at all stages of the programme 
allowed for quality dialogue with the authorities. Such dialogue was facilitated by 
the presence on the ground of the Bank and the EU Permanent Delegation, and 
was strengthened by the fact that the programme co-financiers adopted a common 
matrix, common conditions and conducted joint missions, which required a 
tremendous amount of consultation among the co-financiers in order to reach a 
common stance vis-à-vis the authorities.  

 
(ii) The difficulty of assessing a quantified disbursement condition, such as the 

positive primary balance. In future, disbursement conditions based on quantitative 
objectives, that can be impacted by the economic situation, should be avoided.  

 
(iii) Attention was focused on the disbursement conditions. It would therefore be 

necessary to provide for an appropriate monitoring of measures which do not fall 
under disbursement conditions. For example, for the next programme, the EU 
plans to use variable tranches with measures which do not fall under disbursement 
conditions. 

  
(iv) Likewise, attention was focused on form rather than on substance. Hence, for 

example, verification was on the quantitative aspect of the number of 
administrative authorizations, rather than on the qualitative aspects (such as the 
importance of sectors, the import of authorizations and specifications, etc.).  
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(v) Lastly, reforms ought to have been pursued on some issues, such as the 
establishment of a competing and competitive environment, restructuring of the 
banking sector or the transparency of corporate accounts which are closely related 
to the financing of the economy. 

 
7. Recommendations 
 
To the Bank:  
 

(i) Deepen dialogue with Tunisian authorities on the pursuance of reforms needed to 
accelerate growth and Tunisia’s integration into the global economy. Pursue 
reform support programmes on the same conditions of cooperation with co-
financiers, namely the WB and the EU. More particularly, conduct economic and 
sector work to deepen dialogue and support discussions for policy orientations of 
the Tunisian economy. 

  
(ii) Avoid disbursement conditions based on quantified conditions, which may be 

impacted by the economic situation and which focus attention on the quantitative 
rather than qualitative aspect, such as administrative authorizations. 

  
(iii) Reduce the number of disbursement conditions, and provide conditions for 

monitoring measures which do not fall under disbursement conditions. 
   
(iv) Improve the responsiveness of the Bank, especially in terms of procedures and 

disbursement mechanisms.  
 
To the Government:  
 

(i) Pursue and deepen reforms to enhance competitiveness and allow for a better 
integration of the Tunisian economy into the global economy. More particularly, 
pursue reforms for the promotion of competition, restructuring of the banking 
sector and transparency of corporate accounts.  

 
(ii) Reflect on the role of the State in the economy: gradually reduce the role of the 

public sector and weight of public and administrative regulation in favour of 
private sector expansion.  

 
(iii) Ensure the effective implementation of reforms introduced by the texts and 

consolidate their outcomes, pursue administrative modernization and streamlining 
and strengthen the qualitative monitoring of reforms.  

 
(iv) Ensure adequate monitoring of measures which do not fall under disbursement 

conditions.  
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BASIC PROGRAMME DATA 
 
1. Programme Name: Competitiveness Support Programme III (PAC III)  
 

1 Loan Agreement Number  2000130000017 
2 Borrower Tunisian Government  
3 Beneficiary Tunisian Government 
4 Executing Agency Ministry of Development and International Cooperation  

 
2. Loan Data 
 

LOAN ESTIMATED ACTUAL 
1 Loan amount Euro 117 million Euro 117 million 
2 Interest rate - 1st  tranche of Euro 58,5 million  

(under Loan No. 2000130001380) 
Fixed rate of 3.577%  
2nd  tranche of Euro 58,5 million 
(Under Loan No. 2000130001381) 
Fixed rate of 4.76%  

3 Repayment In 30 (thirty) equal and 
consecutive semi-annual 
payments starting from the sixth 
year with effect from the date of 
signature of the Loan 
Agreement. 

In 30 (thirty) equal and consecutive 
semi-annual payments starting 
from the sixth year with effect 
from the date of signature of the 
Loan Agreement. 

4 Grace period 
 

5 years 
 

5 years 
 

5 Identification date - March 2004 

6 Preparation  date - April – May 2004 

7 Appraisal date  December 2004 (finalized by a 
mission in January  2005) 

December 2004 (finalized by a 
mission in January  2005) 

8 Negotiation date  - June 2005 
9 Board Presentation date  June 2005 21 September 2005 
10 Approval  date  July 2005 21 September 2005 
11 Signature date - 27 September 2005 
12 Effectiveness date  August 2005 12 December 2005 
13 Supervision mission date  June 2006 May 2006 

May 2007 
14 Completion mission date - 10-26 March 2008 
15 Deadline for last 

disbursement   
31 December 2007 31 December 2007 

16 Programme closure date  January 2007 31 December 2007 
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3. Sources of Finance 
(in UA million, at the exchange rate on 1 September 2005, date of approval of the Loan Agreement) 
 

PROGRAMME DATA ESTIMATED ACTUAL DIFFERENCE 
ADB Euro 117 million 

(equivalent of UA 100 million) 
Euro 117 million 
(equivalent of UA 100 million) 

0 

World Bank Euro 116 million 
(equivalent of US$ 150 million) 

Euro 116 million 
(equivalent of US$ 150 million) 

0 

European Union  Euro 78 million 
(equivalent of UA  64.8  million) 

Euro 78 million 
(equivalent of UA  64.8  million) 

0 

 
4. ADB Loan Disbursements 
 

DISBURSEMENT ESTIMATED ACTUAL DIFFERENCE 
 Amount in UA Amount  in Euro Date Amount in UA 

 
Amount in 

Euro 
 

1st  tranche 50,000,000 58,500,000 27,12,2005 50,000,000 58,500,000 0 
2nd  tranche 50,000,000 58,500,000 06,08,2007 50,000,000 58,500,000 0 
TOTAL 100,000,000 117,000,000  100,000,000 117,000,000 0 

 
5. Implementation Performance Indicators   

 
1 Undrawn balance (in percentage of approved amount ) 0 
2 Time underrun/overrun 
  Slippage on effectiveness 
  Slippage on completion date  
  Slippage on last disbursement 

 
4 months 
7 months 
8 months 

3 Programme implementation status Completed 
4 Completion indicator  92% 
5 Institutional performance Satisfactory 
6 Borrower completion report Received 

 
6. Missions 

 
Mission Number of 

missions 
Number 

of persons 
Composition Staff/ Weeks 

 

1  Identification 01 03 two economists 
one financial analyst 

06 

2  Preparation 01 03 one economist 
one financial analyst 
one financial economist 

06 

3 Appraisal 01 03 one economist 
one financial analyst 
one legal officer 

06 

4  Supervision/monitoring 01 
 

02 
 

one economist 
one financial analyst 

04 
 

5  Mid-term review 01 02 two economists 04 
6 ADB completion report 01 02 two economists 

 
02 
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TUNISIA – COMPETITIVENESS SUPPORT PROGRAMME III  
 

PROGRAMME LOGICAL FRAMEWORK 
 

HIERARCHY OF 
OBJECTIVES  

OBJECTIVELY VERIFIABLE 
INDICATORS 
-At appraisal- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

-Actual - 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND RISKS 

SECTOR GOALS  
 
Increase private sector 
contribution to GDP 
growth  

 
 
 
GDP growth rate of 5 % in 2005 and 5.5% 
in 2006. 
 
 
Private investment rate rises from 55% in 
2004 to 55.5% in 2005 and 56.5% in 2006. 

 
 
Growth rate:  
4.0% in 2005 
5.5% in 2006 
6.3% in 2007 
 
Private investment rate : 
56.3% in 2005 
56.5% in 2006 
58.7% in 2007 

 
 
Economic budget  Central 
Bank report 
 
 
BCT annual report  

 
 
 
Pursuance of the 
implementation of 
the 10th Economic 
Development Plan 
 

SPECIFIC 
OBJECTIVES OF THE  
PROGRAMME 
 
Maintenance of the 
stability of the 
macroeconomic 
framework  
 
 
 
 
 
Improvement of the 
quality of private 
investment environment 
 
 
 
Consolidation of the 
financial sector’s capacity 

 
 
 
 
Inflation rate of 3 % in 2005 and 2.7 % in 
2006. 
 
 
Budget deficit/GDP ratio of 3.1 % in 2005 
and 2.9 % in 2006. 
 
 
 
Annual increase of foreign direct 
investments inflow of 2% in 2005 and 5% in 
2006.  
 
 
 
 
Allocation in 2005 and 2006, by banks 

 
 
 
Inflation rate :        
2%  in 2005 
4.5% in 2006               
3.1% in 2007  
 
Budget deficit :             
3.2% in 2005                      
2.9% in 2006 
3% in 2007 
 
FDI inflow : 
+27% in 2005 (excluding privatization of 
Banque du Sud) 
+41% in 2006 (excluding privatization of 
Tunisie Télécom) 
+45% in 2007 
 
Certificates issued by the BCT 

 
 
 
 
Annual report of  the BCT 
Economic budget 
 
Annual report of the  BCT 
Economic budget 
 
 
Annual report of the  BCT 
 
 
 
 
 
BCT annual report 
Certificates issued by the 
BCT Governor. 
 

 
 
 
 
Conduct of a sound 
economic policy   
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HIERARCHY OF 
OBJECTIVES  

OBJECTIVELY VERIFIABLE 
INDICATORS 
-At appraisal- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

-Actual - 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND RISKS 

to contribute to economic 
growth  
 
 
 

recording  provision deficiencies, of all their 
available income for complete elimination 
of the said deficiencies   
 
Improvement of the quality and availability 
of financial information on enterprises. 

 
 
 
 
 
The law on financial security was adopted 
and implemented in 2005. In parallel, BCT 
circular No. 2006-19 requires the certified 
accounts of the past three fiscal years of 
applicants for loans  

BCT annual report 
 
Economic budget 
CMF report  
 BCT report 

OUTCOMES 
 
Macroeconomic 
framework 
 
Definition of appropriate 
objectives regarding 
macroeconomic 
performance and fiscal 
consolidation 
 
 
 
 
 
 
 
 
 
 
Strengthening of the 
medium-term expenditure 
planning framework 
 
 
Reinforcement of public 
debt management 

 
 
 
 
 
Reduce the primary budget deficit from 
0.4% of GDP in 2005 to 0.2% in 2006 to 
achieve a stipulated level of fiscal 
consolidation 
 
Reduce the external debt /GDP ratio:  
67.8% in 2004  

 
 
 
Improve the  mobilization of tax revenues 
 

 
 
Adopt in 2006  a medium-term budget 
framework which will be implemented 
during the preparation of the economic 
budget  
 
 
Set up a middle office within the Ministry 
of Finance in charge of formulating a 

 
 
 
 
 
Primary balance : 
+0.2% of GDP in 2005 
0% of GDP in 2006 
-0.5% of GDP in 2007 
 
External debt/GDP/ratio : 
65.4% in 2005  
58.3% in 2006                     
54.9% in 2007 
 
Tax revenues : 
15.1% of GDP in 2005 
14.9% of GDP in 2006 
12.4% of GDP in 2007 
 
2007-2009 medium-term budget framework 
included in the  2007 economic budget 
 
 
 
Structure responsible for the public debt set 
up and functional  

 
 
 
 
 
Economic budget  
 
 
 
 
IMF (cf. definition P.8) 
 
 
 
 
Economic budget  
 
 
 
Economic budget  
 
 
 
 
 
Text adopted, 
Report published. 

 
 
 
 
 
Favourable 
international 
economic situation 
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HIERARCHY OF 
OBJECTIVES  

OBJECTIVELY VERIFIABLE 
INDICATORS 
-At appraisal- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

-Actual - 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND RISKS 

 
 
Private investment 
environment 
 
Development of new 
opportunities for private 
investment  
 
 
 
 
 
 
 
Improve relations between 
business enterprises and 
the tax administration 
 
 
 
Strengthen the competition 
policy 
 
 
 
 
 
 
 
 
 
 
 
 
Strengthening of the 
financial sector 

public debt management strategy 
 
 

 
 
Reduce the number of administrative 
authorizations to which investment is 
subject from 260 in 2004 to 120 as from 31 
December 2006  
 

 The minimum capital needed to set up new 
companies is reduced to 20% of the amount 
in force in 2004  
 
 

The rate of refund of VAT credit in favour 
of business enterprises presenting certified 
accounts is raised from 15% in 2004 to 25% 
in 2005 and then to 35% in 2006 and finally 
to 100% in 2008. 
 
The statute of the Competition Council 
confers on it the following powers :  
(i) Administrative and financial autonomy 
 
(ii) Obligation of prior consultation of the 
Board for any action with a potential 
impact on competition 

 
(iii) Power of the Competition Council to 
initiate investigations or action 
 
 
 
 
Allocation in 2005 and 2006, by banks 
recording provision deficiencies, of all their 

 
 
 
 
 
Number of prior administrative 
authorizations reduced to 115 (texts 
published in the JORT of  22 May 2006) 
 
 
 
 
Minimum capital reduced to TND 1000 for 
a private limited company and to TND 5000 
for a public limited company (FL 2007)) 
 
 
The rate of refund of VAT credit increased 
gradually up to full refund from 2008 (FL 
2007) 
 
 
 
Statute strengthened 
 
 
Budget resources available 
 
 
The Board is consulted by government 
services 
 
 
 
Power conferred. Three cases of initiation of 
investigations in 2006 
 

 
 
 
 
 
 
Texts adopted ; 
Government 
Communiqués  
 
 
Company code ; 
Government communiqués 
 
 
 
 
 
Budget Act 
 
 
 
Bill before the Council of 
Ministers (Adoption of 
Law No. 2008-8) 
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HIERARCHY OF 
OBJECTIVES  

OBJECTIVELY VERIFIABLE 
INDICATORS 
-At appraisal- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

-Actual - 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND RISKS 

 
Restructuring banks’ 
balance sheets 
 
 
 
 
Improve the quality of 
financial information of 
enterprises listed as well as 
those not listed on the 
stock market exceeding a 
certain size  
 
Pursue the consolidation 
of the insurance sector 
 
Reinforce the control of 
insurance companies  

available income for complete elimination 
of the said deficiencies  

 
 
 
Adoption and implementation of the 
Financial Security Act  
 

 
 
 
Increase by 5% in 2005 and 3% in 2006 of 
motor vehicle public liability tariffs 
 
 
Adoption of texts on administrative and 
financial autonomy of the CGA 
 

Certificates issued for 2005 and 2006 by the 
BCT 
 
 
 
 
 
Act. 2005-96 enacted in  October 2005 
 
 
 
 
Increase of 10%  
 
 
 
 

 
 
Certificate issued by  BCT 
Governor 
Annual report of the 
Central Bank  
 
 
 
JORT 
 
 
 
 
 
Texts published 
CGA reports 
 
 
Texts adopted 
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HIERARCHY OF 
OBJECTIVES  

OBJECTIVELY VERIFIABLE 
INDICATORS 
-At appraisal- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

-Actual - 

MEANS OF 
VERIFICATION 

ASSUMPTIONS 
AND RISKS 

ACTIVITIES 
 
Tabling before and 
adoption of laws by the 
Chamber of Deputies. 
Adoption of implementing 
decrees; 
 
Publication of orders on 
the various measures 
taken, preparation of the 
various studies and 
reports; 
 
Review and adoption of 
plans to restructure the two 
insurance companies 
 
Implementation of the 
restructuring plans of the 
two insurance companies 
(STAR and MGA) 

 
 
ADB:                       Euro 117 million 
                                 (UA 100 million) 
 
WB :                          Euro 116 million             
                                 (US$ 150 million) 
 
EU   :                          Euro 78 million              
                                  (UA 64.8 million) 
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I. INTRODUCTION  
 
1.1 The Competitiveness Support Programme III (PAC III) is a follow-up to a series of 
Bank balance of payments support programmes to back the Tunisian Government in the 
achievement of its economic development objectives. The Bank had supported the first series of 
structural reforms in Tunisia since the close of the 1980s, through the Industrial Sector Structural 
Adjustment Programme (PASI), the Structural Adjustment Programme (SAP), and the 
Agricultural Sector. Adjustment Programme (PASA) and the Economic and Financial Reform 
Programme (PREF). Since 1999, the Bank’s support has been in the form of competitiveness 
support programmes (PAC). It seeks to prepare the opening up of the Tunisian economy, 
particularly to meet the deadline of the Multi-Fiber Agreement in early 2005 and the prospects of 
free trade in manufactured goods with the European Union as provided for by the Association 
Agreement. The preceding programmes (PAC I and II) were co-financed with the World Bank 
(WB) and the European Union (EU).  
 
1.2 PAC I (1999-2001) sought to improve efficiency in capital allocation in order to 
strengthen the competitiveness of the economy, through a series of restructurings, privatizations 
and liquidations of public enterprises, reforms of the banking system (new banking law, new 
prudential regulations, reorganization of banks’ portfolios and merger of banks), revitalization of 
the treasury securities market and modernization of currency management instruments and 
strengthening of institutional investors (insurance companies and OPCVM). The objectives of 
PAC II (2002-2003) were to strengthen macroeconomic management and private sector 
competitiveness, especially through better debt and tax base management, improvement of the 
business environment, strengthening of competition, pursuance of privatization, reform of the 
regulatory framework and privatization in the ICT sectors, and consolidation of the financial 
sector (banking sector, capital market, insurance sector). The Bank provided financial support to 
PAC I (UA 100 million) and PAC II (Euro 216 million) in co-financing with the WB and the 
EU. The reforms backed by PAC I and II therefore contributed to the achievement of sustained 
growth and restructuring of the economic fabric to further open up the country’s economy. 
However, despite the good performance of the economy, the reduction of the unemployment rate 
fell short of the targets of the 9th and 10th Development Plans of the Government covering the 
PAC I and II periods. PAC III was thus designed on the basis of the experience gained in the 
implementation of the two preceding programmes, in order to deepen reforms in the key areas so 
as to prepare the economy for greater exposure and, hence, achieve the set growth and 
unemployment reduction objectives.   
 
II. PROGRAMME OBJECTIVES AND FORMULATION    
 
2.1 Programme Objectives and Description  
 
 The overall objective of PAC III was to contribute to the achievement by Tunisia of an 
average annual growth rate of 5.2% during the programme period. The specific objective was to 
promote increased private sector participation in investment under the 10th Plan, through the 
following three components:  
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(i) Maintenance of a stable and responsive macroeconomic framework , in particular 
by implementing the following three thrusts: (a) setting of appropriate 
macroeconomic performance and fiscal consolidation objectives; (b) 
strengthening of the medium-term expenditure planning framework ; and (c) 
strengthening of public debt management;   

 
(ii) Improvement of the private investment environment, comprising the following 

main thrusts : (a) development of new opportunities for private investment; (b) 
strengthening of competition: and (c) improvement of the tax environment for 
investment ;  

 
(iii) Strengthening of the financial sector, by: (a) pursuing the financial consolidation 

of banks through increased provisioning of non-performing loans; (b) pursuing the 
reorganization and development of the insurance sector; and (c) enhancement of 
the quality and availability of corporate financial information.  

 
2.2 Programme Origin and Formulation  
 
 The reforms of the Tunisian economy which the Bank had supported since the close of 
the 1990s, in co-financing with the WB and EU, had contributed to maintaining macroeconomic 
balances and preparing the country for a gradual integration into the global economy, through 
sector reforms and regulatory frameworks, coupled with structural reforms aimed at enhancing 
private sector competitiveness, financing of the economy and liberalization of the information 
and communication technology sector. Based on the good performance of the two preceding 
competitiveness support programmes (PACI and II), the Government expressed the wish to 
pursue and deepen reforms as new challenges for the Tunisian economy drew near: expiry of the 
Multi-Fiber Agreement in early 2005 which constituted a potential threat to exportation by the 
Tunisian textile industry and the progressive application (complete in early 2008) of industrial 
free trade, within the framework of the Association Agreement with the EU.  Hence, the 
programme had to support the achievement of the growth and employment creation objectives of 
the second phase of the 10th Plan (2002-2006) which was in keeping with the Bank’s assistance 
strategy in Tunisia as set out in the CSP for the 2002-2004 period updated in 2004 and 2006. The 
identification phase of PAC III started during the supervision of PAC II, jointly with the WB and 
EU, and with a very strong involvement of Tunisian authorities.  
 
2.3 Programme Preparation, Appraisal, Negotiation and Approval   
 
 PAC III was prepared jointly by the co-financiers (Bank, WB and EU) and Tunisian 
authorities, drawing on experience gained from the implementation of the previous programmes. 
The programme matrix was designed and adopted jointly by the three co-financiers, following 
joint identification (March 2004), preparation (April-May 2004) and appraisal (December 2004) 
missions, supplemented by another mission in January 2005. The macroeconomic framework 
and indicators were prepared in collaboration with the IMF. Negotiations took place in June 
2005. The loan was approved on 21 September 2005, signed on 27 September and became 
effective on 12 December 2005.   In a bid to ensure the harmonization and viability of the 
reforms, the option of disbursement in two equal tranches together with common conditions 
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between the three co-financiers was adopted, as in the case of the preceding programmes. Close 
cooperation among the co-financiers enabled them to benefit from the synergy and comparative 
advantages of each institution. In addition, the presence of the Bank in Tunis (as well as that of 
the EU Delegation) facilitated an excellent dialogue with the Tunisian authorities, which is a key 
element for sound programme implementation  
 
III. PROGRAMME IMPLEMENTATION 
 
3.1 Loan Effectiveness and Conditions Precedent to Disbursement of the First Tranche  
 
 In accordance with the Loan Agreement, an amount of Euro 117 million had to be 
disbursed in two tranches. In addition to the general conditions applicable to Bank Loan 
Agreements, the disbursement of the first loan tranche was subject to the fulfilment of five 
conditions precedent (detailed in Annex 4). Most technical conditions for loan effectiveness and 
for disbursement of the first tranche were fulfilled before the approval of the loan by the Board, 
which reflects the good preparation of the programme. These conditions were supplemented by 
statutory conditions such as the legal opinion of the Government’s Legal Adviser, the opening of 
the special account and deposit of specimen signature which were transmitted to the Bank in 
early December 2005. Thus, the loan was effective on 12 December 2005 and the first tranche of 
Euro 58.5 million was disbursed on 27 December 2005, that is three months following the 
approval of the loan.    
 
3.2 Conditions Precedent to Disbursement of the Second Loan Tranche  
 
 The disbursement of the second loan tranche was subject to: (a) the conduct by the Bank 
of a mid-term review of the programme considered satisfactory, on the basis of macroeconomic 
indicators and (b) the fulfilment by the borrower of 10 conditions (detailed in Annex 4). The 10 
disbursement conditions were fulfilled to the satisfaction of the Bank and co-financiers, including 
two qualified as ‘substantially fulfilled’. Concerning condition (x) relating to the formulation of a 
three-year medium-term budget framework (2006-2008) providing for a positive primary balance 
(excluding grants and revenue from privatization) from 2008, the very high increase in world oil 
prices and, hence, the unprecedented rise in fuel subsidies greatly impacted on expenditure. The 
authorities therefore transmitted a medium-term budget framework covering the 2007-2009 
period and postponed the achievement of a positive primary balance to 20091. The condition was 
thus considered “substantially fulfilled” by all co-financiers, considering the external factor and 
efforts by the authorities to adjust domestic fuel prices. Furthermore, condition (v) relating to the 
adoption by the BCT of prudential rules specific to the Financial Security Act was not fulfilled as 
formulated, but it was considered by the three co-financiers that all measures adopted under the 
circular on internal control (2006-19), in particular the various measures aimed at strengthening 
the credit risk management system as well as efforts to consolidate the banking system go far 
beyond mere compliance with the transparency condition provided by the law on financial 
security by aiming at the improvement of bank credit risk management. This condition was 
considered as “substantially fulfilled” by all the co-financiers.  

                                                      
 
1  It is worth noting that the 2004 initial projection of a positive primary balance in 2008 had as assumption an oil price of 

US$ 45/barrel, while the medium-term budget framework prepared by the authorities and projecting a positive primary 
balance in 2009 was based on an assumption of US$ 65/barrel. In November 2008, with the financial crisis and recession in 
Europe, the authorities maintain the projections of a 3% deficit in 2008 and 2009.  
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3.3 Matrix of Programme Measures  
 
3.3.1 The programme comprised 39 measures in total, including 15 disbursement conditions, 
broken down into three major components: (i) macroeconomic framework (8 measures including 
1 disbursement condition); (ii) improvement of private investment environment (10 measures of 
which 4 disbursement conditions); and (iii) strengthening of the financial sector (21measures 
including 9 disbursement conditions). It is noteworthy that the two loan tranches were intended 
to gradually back up reforms. Thus, some measures of the first tranche represent a partial 
implementation or a first stage of the same measure planned later on in the second tranche, 
which tones down the apparent complexity of the matrix. Some measures (such as insurance 
measures) seem to be very technical and detailed, but are critical in ensuring the viability of the 
sector. It can therefore be considered that the structure of the matrix of measures was relevant 
and contributed to the coherence and good performance of the programme. At the end of the 
programme, nearly all the measures (37 out of 39 measures) were implemented and all 
disbursement conditions were fulfilled, including two “substantially fulfilled”, despite the 
complexity of the matrix of measures. The two measures which could not be fulfilled are related 
to the study on the evaluation of the performance of collection companies which was not 
finalized. The main outcomes of the programme by component are described hereunder.      
 
A.  Maintenance of a Stable and Responsive Macroeconomic Framework    
 
3.3.2 PAC III contributed to: (i) the maintenance of a stable and responsive macroeconomic 
framework; (ii) the strengthening of the medium-term expenditure planning framework; and (iii) 
the enhancement of external debt management. The performance of this component was 
satisfactory. The results recorded in public finance are satisfactory and are, on the whole, in 
keeping with the programme. They are characterized by a prudent management and reflect the 
capacity of the Tunisian economy to resist external shocks. The formulation of a medium-term 
budget framework was a new exercise in Tunisia and was expected to initially cover the 2006-
2008 period. The authorities transmitted a framework for the 2007-2009 period included in the 
2007 economic budget. The budget deficit was contained at around 3% during the period (3.2% 
in 2005, 2.9% in 2006 and 3.0% in 2007). Nevertheless, the initial objective of achieving a 
positive primary balance in 2008 was postponed to 2009 in the context of the medium-term 
budget framework, because of the increase in world oil and food prices, the domestic prices of 
which are subsidized. This objective for 2009 is today also called into question because of the 
change in the international context (financial crisis and then the global recession). In 2008, the 
total subsidy (direct and indirect) is estimated at nearly 5% of GDP, that is double the percentage 
in comparison with 2007 (2.5% of GDP). However, in spite of such unfavourable situations and 
budget pressure, the outstanding public debt was reduced from 59.7% of GDP in 2004 to 53.9% 
in 2006 and 50.9% in 2007, mainly due to revenue from the partial privatization of Tunisie 
Télécom which is earmarked solely for debt repayment. The programme contributed to a better 
management of public debt through the establishment of an integrated public debt management 
unit. The external debt was reduced from 67.8% of GDP in 2004 to 58.3% in 2006 and 54.9% in 
20072  
                                                      
 
2Source: IMF. IMF figures take into account the short-term debt, while those of the Tunisian authorities comprise only the 
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B. Improvement of the Private Investment Environment  
  
3.3.3 This component comprised three major thrusts: (i) development of new private 
investment opportunities; (ii) strengthening of the competition policy; and (iii) improvement of 
the tax environment for investment. Concerning the first thrust, the key programme measure was 
the continued reduction of prior administrative authorizations that were initiated during PAC II3. 
During PAC III, 63 authorizations were eliminated, especially in sectors that are likely to boost 
private investment, while 46 were replaced by specifications, thus reducing timelines and 
reinforcing transparency (by switching from pre-control to post-control). At the end of the 
programme, 115 authorizations were maintained, out of an initial target of 120. Nevertheless, 
emphasis was laid on quantitative aspects. An in-depth analysis of the remaining authorizations 
would thus be necessary to identify the authorizations and contract specifications which are 
unjustified or which concern highly regulated sectors. Other measures were taken to facilitate the 
creation of enterprises, in particular the reduction of the minimum capital for the creation of a 
private limited company to TND 1000. 
 
3.3.4 Furthermore, the strengthening of the autonomy and broadening of the powers of the 
Competition Council was initiated under PAC II4 . Through the amendment of the law on 
competition, PAC III thus helped to endow the Competition Council with administrative and 
financial autonomy, make mandatory the consultation of the Competition Council prior to any 
legislative or regulatory action likely to impact on competition and institute the power to initiate 
investigation of a competition offence. In 2006, 45 files were processed by the Competition 
Council (including those relating to specifications intended to replace administrative 
authorizations), including 3 cases resulting from initiation of investigation and 6 sentences 
delivered. However, the autonomy of the Board still has to be improved through budget 
autonomy and an enhancement of the means placed at its disposal to cope with the increased 
number of files to be processed, while broadening of its powers. 
 
3.3.5 Concerning the tax environment, the programme made it possible to reduce the number 
of VAT rates to three (6%, 12% and 18%) by eliminating the highest rate of 29%. With regard to 
VAT credit, the programme was aimed at tackling the delay in refunding VAT credits to 
enterprises and its capping at 50% of the amounts due. The entire VAT credits were refunded in 
stages. The programme was also aimed at reconciling the taxation systems of export-oriented 
(offshore) companies and domestic market-oriented (onshore) companies. As part of opening up 
the economy and reducing tariffs, incentives of the offshore regime were becoming less relevant 
and tended to favour the dualization of the economy. Thus, although it was finally postponed to 
2011, the 2008 Budget Act instituted a 10% profits tax on export transactions carried out by 
offshore companies (compared to total exemption), while the 2007 Budget Act reduced onshore 
company tax from 35% to 30%, in order to reconcile the two regimes. Similarly, opportunities 
were created for offshore companies to sell up to 30% of their turnover on the domestic market, 
under the same tax regime as onshore companies.  

                                                                                                                                                                           
 

medium-term debt, on GNDI. Government’s external debt figures are: 54.6% of GNDI in 2004, 54.2% in 2005, 47.4% in 
2006, and 43.4% in 2007.  

3  PAC II contributed to reducing by 45% some 500 authorizations existing at the beginning of PAC II 
4  PAC II attributed to the Competition Council the role of judicial and precedential body relating to competition law, in 

particular through the 2003 Competition Act, thus introducing the redress procedure. 
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C. Strengthening of the Financial Sector  
 
3.3.6 The programme envisaged building the sector’s capacities to finance the economy, 
through three thrusts: (i) restructuring of the banks’ balance sheet; (ii) continuing the 
reorganization of the insurance sector; and (iii) improving the quality and availability of financial 
information. Thus, through the first thrust, the programme contributed to reducing the rate of 
non-performing loans (NPL, in % of total debts) in the portfolio of banks, from 23.7% in 2004 to 
17.3% in 2007. The rate of tax exemption of provisions for bad debts constituted by banks was 
gradually increased and raised to 100% (2005 and 2006 Budget Acts) and the requirement of 
provisioning in accordance with prudential rules was applied gradually. The BCT issued a 
circular (No. 2006-19) on the internal audit of banks, aimed at consolidating the prudential 
mechanism through better risk management, in particular credit risks. The table below shows 
that although some progress was made, efforts to consolidate the banking sector should be 
pursued in order to prepare the transition to the application of the Basel II Principles.  
 

Table 1 
Indicators of the Solidity of the Banking System 

 2004 2005 2006 2007 
Equity capital adequacy ratio 11.6 12.4 11.3 11.0 
Rate of non-performing loans (NPL) 23.7 20.9 19.0 17.3 
Rate of provisioning (% of NPL) 45.8 47.4 49.2 53.8 
Return on assets invested 0.4 0.5 0.7 0.9 
Return on equity capital 5.1 6.5 7.7 9.0 
Source: Tunisian authorities 

 
3.3.7 The insurance sector is a deficit sector despite its potential as institutional investor of 
the economy. Reforms in this sector were initiated since PAC I (restructuring) and continued 
under PAC II (prudential rules and reorganization). During PAC III, the authority of the control 
organ (General Insurance Council (CGA)) was extended and its statute amended, through the law 
to amend the Insurance Code (Act 2008-8, adopted by Parliament in February 2008). The CGA 
henceforth has financial autonomy and is empowered to mete out first-level sanctions, even 
though it still has to be reinforced. Furthermore, the consolidation of the sector continued with 
the restructuring of the two major groups, the Tunisian Insurance and Reinsurance Company 
(STAR) and the Mutual Insurance Group (MGA). After a long process, the State sold out 35% 
of its shares in STAR (hitherto 100% State-owned) to a strategic partner (Groupama), at the end 
of the programme (October 2008). This may however be seen as a setback compared to the 
initial project which envisaged a transfer of 51% of the capital to a strategic partner. In fact, the 
law to amend the Insurance Code lifted the limitation of majority shareholding of foreign 
companies in the capital of Tunisian insurance companies, but at the same time submitted to the 
prior approval of the Minister of Finance any acquisition of more than one-tenth of the vote, 
irrespective of the nationality of the buying company. At the same time, the reorganization of the 
sector also required specific measures for the recovery of the motor insurance branch which 
accounted for 43% of insurance premiums, but was heavily in deficit. The Motor Insurance Act, 
its 16 implementing texts and supplementary provisions permitted, among others, a gradual 
increase in tariffs, an overhaul of the compensation system and new schedules.  
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3.3.8 The thrust on the improvement of the quality and availability of financial information 
was aimed at enhancing transparency and the application of international accounting standards to 
the consolidation of financial statements (IFRS –International Financial Reporting Standards). 
Thus, the Financial Market Council (CMF) produced the report on compliance, by companies 
publicly offering shares, with accounting standards relating to the consolidation of accounts and 
sanctions applied for non-compliance. In addition, the Financial Security Law was enacted in 
2005 (its implementing decrees in 2006) and instituted obligations and penalties for non-
compliance with relevant provisions. It provides in particular for the enhancement of internal and 
external auditing of companies listed on the stock market (obligation of auditor turnover, 
quarterly publication of financial data, etc.) and CMF’s powers to investigate and impose 
sanctions.  
 
3.4 Programme Reporting  
 
 The programme was implemented and coordinated by the Direction Générale de la 
Prévision (Directorate General of Forecasts - DGP) of the Ministry of Development and 
International Cooperation (MDCI). The DGP has qualified staff and had shown proven 
experience in the management of previous Bank programmes. It played an active role in the 
design and implementation of programmes and efficiently coordinated all structures involved in 
the programme. Tunisian authorities provided the necessary documentation for programme 
implementation monitoring, and regularly transmitted the reports of audits conducted by the 
financial control body, in accordance with agreed provisions. The completion report was 
transmitted by the authorities, during the finalization of this completion report by the Bank. In 
addition, joint missions of the Bank and co-financiers, as well as regular discussions with the 
authorities, made it possible to closely monitor the programme. 
 
3.5 Procurement of Goods and Services 
 
 Pursuant to the Loan Agreement, the loan financed the CIF costs of imports, except 
those financed by other sources and those appearing on the negative list.   
 
3.6 Sources of Finance  
 
 On the basis of the appraisal report, PAC III was to be financed by three institutions: the 
ADB (Euro 117 million, equivalent to UA 100 million), the WB (US$150 million, about UA 100 
million) and the EU (grant of Euro 78 million, about UA 64.8 million). The entire financing of 
the three co-financiers was disbursed.  
 
IV.  PROGRAMME PERFORMANCE AND OUTCOMES  
 
4.1 Economic Performance  
 
 The growth rate was 4.2% in 2005 and 5.3% in 2006, slightly below the 5% and 5.5% 
respectively projected by the programme. These rates were achieved in an international context 
that was more difficult than projected. In 2007, the growth rate was 6.3%, exceeding for the first 
time in the decade the threshold deemed necessary to reduce the unemployment level (about 6% 
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per annum). The growth of Tunisia’s economy in 2006 and 2007 was strongly driven by the 
services sectors. The manufacturing sector experienced more moderate growth, with wide sector 
variations, though it is deemed to be a good performance in relation to the end of the Multi-Fiber 
Agreements and the gradual implementation of free trade with the EU. Investment rose to 25.1% 
of GDP in 2007 with the share of private investment reaching 58.7% in 2007. Annual average 
inflation was 2% in 2005, 4.5% in 2006 and 3.1% in 2007. Nevertheless, domestic price 
adjustment in the face of the surge in fuel and cereal prices increased inflationary pressure from 
the second half of 2007, raising the year-on-year inflation rate to 5.7% at end 2007. 
 
4.2 Institutional and Sector Performance  
 
 Financial sector reforms focused on the review of the institutional and regulatory 
frameworks. The condition relating to the improvement of prudential rules encouraged the BCT 
to undertake an in-depth reflection and issue a circular (No. 2006-19) on the internal auditing of 
banks to ensure better credit risk management. Two other conditions supplemented the 
prudential rules and the provision and supervision measures, in order to improve risk 
management, governance in banks and thus consolidate the banking sector. The law to amend the 
insurance code helped to reinforce the powers of the CGA, with a view to restructuring and 
modernizing the insurance sector. The conditions relating to the financial sector helped to lay 
down the institutional basis for compliance with transparency and accounting standards (IFRS). 
In particular, the Financial Security Act conferred powers to investigate and impose sanctions on 
the Financial Market Council (CMF), which is called upon to play a more important role in 
regulating the market. Conditions relating to the business environment, such as the reduction of 
the number of administrative authorizations, the reduction of the minimum capital and the refund 
of VAT enabled Tunisia to ease the administrative framework for companies. At the same time, 
the reconciliation of the tax regimes for onshore and offshore companies should enable better 
integration of the two economies. The broadening of the powers and greater administrative and 
financial autonomy of the Competition Council are aimed at reinforcing its role as market 
regulator. Lastly, with regard to macroeconomic management, the formulation of a medium-term 
budget framework was a first step toward raising awareness on the need for better ownership of 
mechanisms for budgeting by objective. Thus, the reform of budget management by objective 
was undertaken especially with the support of the EU. 
 
V. PROGRAMME IMPACTS 
 
5.1  Economic Impacts  
 
 The programme contributed to the consolidation of the macroeconomic fundamentals 
and to better resistance to external shocks. It also contributed to improving the business climate 
and increasing investments, especially private investments. The series of PAC reforms helped to 
consolidate the competitiveness of the economy, characterized especially by the transition to free 
trade with the EU and the end of the Multi-Fiber Agreement. The reforms initiated are 
continuing for a better integration of Tunisia into the global economy, in particular through the 
simplification of administrative and tax procedures, including for foreign trade, as well as 
specific investment incentives and facilitation measures. 
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5.2 Social Impacts  
 
 The sustained growth enabled regular increase in per capita income, but persistent 
unemployment remains a major cause for concern for the Authorities.5 The improvement of the 
business climate should have significant social impacts, given the predominance of SMEs, 
especially small family undertakings in Tunisia. At the same time, Government combined the 
reforms with investment incentives in the so-called priority poor regions, together with 
additional tax incentives, the availability of industrial zones, etc., in order to encourage job 
creation in these regions. The programme did not include specific measures for women, but the 
creation of jobs will be all the more beneficial for women as their unemployment level is higher 
than that of men (more than 17% as against 13% for men). 
 
5.3 Impacts on Governance 
 

PAC III essentially targeted measures likely to improve governance. The simplification 
of the administrative and tax procedures contributes to eliminating part of the discretional power 
of government services and improving transparency. The Authorities went beyond measures 
under the programme, by expressly prohibiting civil servants from demanding documents not 
provided for in instruments, under pain of sanctions, and imposing contractual deadlines on 
public enterprises for satisfying requests for services (water, electricity, etc.) (law on economic 
initiative adopted in December 2007). In terms of corporate transparency, the adoption of the law 
on the financial security of companies listed on the stock market and the obligation to transmit 
certified accounts when requesting credits contribute to improving transparency and the 
confidence of investors. Measures relating to the banking and insurance sectors contribute to the 
consolidation of these sectors through the application of prudential rules and the introduction of 
best management principles (risks, financial viability, etc.) and the restructuring of the insurance 
companies with the most deficit, though the most prominent in Tunisia. 
 
5.4 Risk Assessment 
 
5.4.1 The assumption of Government’s political will to carry out reforms was demonstrated 
through the implementation of almost all programme measures. The few measures that were not 
implemented exactly as formulated by the programme matrix were all the same implemented in 
substance and, on the whole, met their targets. Concerning the risk of external shocks relating to 
the international economic situation, it should be noted that such shocks were much higher than 
anticipated during programme appraisal. The appraisal report had in particular identified 
slowness in European growth recovery and impacts relating to the end of the Multi-Fiber 
Agreement as risks. The global growth context was, in the final analysis, relatively favourable, 
thus enabling Tunisia to achieve GDP and export growth rates as projected by the programme 
and even slightly higher at the end of the period. The expiry of the Multi-Fiber Agreement in 
early 2005 definitely had impacts on textile industry exports, albeit at a relatively limited level 
and was compensated by stronger growth in sectors like the engineering sector. In contrast, the 
sharp increase in oil and food prices compared to 2004 projections (established on the basis of 

                                                      
 
5  The unemployment rate was 14.1% in 2005. Growth-employment elasticity is declining over time and is estimated at 0.45-

0.47 in 2007. 
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$45/barrel) could not be anticipated at the time of programme appraisal. These factors hindered 
the achievement of the objective of a positive primary budget balance. Furthermore, the appraisal 
report had identified the risk of negative social impacts following the total implementation of the 
Association Agreement with the EU. The opening of the market was very gradual and was 
backed by reforms (since PAC I) and additional Government programmes such as the one 
relating to updating. The last stage that was implemented in January 2008 concerned only the 
remaining part of opening up of the market (about 20% of industrial products). It is out of the 
time frame of this completion report, but it should be noted that statistics do not point to 
significant negative impacts. Instead, it would appear the agreement stimulated investments, as 
may be suggested by the multitude of major projects. It should therefore be underscored that the 
gradual opening-up support policy, as well as Government reforms, including under PAC III, 
helped to mitigate its negative impacts. 
 
VI. SUSTAINABILITY OF PROGRAMME IMPACTS 
 
 The sustainability of the impacts of the programme depends on Government’s 
commitment to pursue efforts aimed at achieving growth and reducing unemployment. The high 
degree of ownership greatly contributed to raising the level of programme implementation and, 
at the same time, stimulating reflection on the pursuit and deepening of the reforms. It also 
permitted the complementary and convergent actions by the co-financiers. The Bank thus further 
backed up the reforms with the granting of lines of credit to Tunisian banks and conduct of 
economic and sector work, such as the study on the competitiveness of the Tunisian economy. 
Generally, the redefinition of the roles of the public and private sectors is still to be reinforced. 
The State plays a far more important role than that of market regulator, in the face of the 
reactions of the private sector which are below expectations vis-à-vis the reforms, in terms of the 
share of investments, for instance. Hence, in terms of improvement of the business environment, 
the establishment of a competition framework and clear market competition rules are to be 
pursued, which may partly explain the poor competitiveness of the onshore economy compared 
to the offshore economy. At the same time, Tunisian authorities intend to eliminate most of the 
remaining authorizations by 2009 and simplify contract specifications. Such reform is part of the 
broader administrative modernization effort steered by the Prime Minister. Concerning the 
banking sector, the goal of the BCT is to reduce the NPL rate to 15% and increase the 
provisioning rate to 70% in 2009, in order to pursue the consolidation of the sector and enable 
the transition to the Basel II Principles. Lastly, access to financing remains a major concern for 
Tunisian companies. This issue is closely linked to the need to gain investor confidence by 
improving the reliability of companies’ financial statements. PAC III no doubt contributed to 
consolidating the banking and insurance sectors and introducing transparency rules especially for 
companies listed on the stock market, but most Tunisian companies, constituted essentially of 
small-scale undertakings, are still to comply with these transparency norms. This issue is also a 
condition for the development of the financial sector which remains at an embryonic stage. 
Following the total application of industrial free trade with the EU, which was the goal of the 
series of PACs, PAC III brings the competitiveness reforms to an end. A new series of reforms, 
the integration support programmes, is envisaged and under discussion, to take up the new 
challenges of integration into the global economy. 
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VII. PERFORMANCE OF THE BANK, BORROWER AND CO-FINANCIERS 
 
7.1 Bank Performance  
 
 PAC III is consistent with the CSP covering the period under review, and aimed at 
backing the Government’s 10th Development Plan. All programme identification and appraisal 
missions were conducted jointly with the WB and EU. The December 2004 appraisal mission 
was completed by a post-appraisal mission in January 2005. The presentation of the appraisal 
report to the Board was initially scheduled for June 2005. However, the Board’s approval and the 
signing of the loan agreement were effectively done in September 2005 and the loan became 
effective in December 2005, following the transmission of the corresponding documents by the 
Authorities in October 2005. It should be pointed out that the WB was able to approve its loan in 
June 2005 and to disburse the first tranche in September 2005. The first supervision mission was 
carried out jointly with the other co-financiers in April-May 2006 and the second supervision 
mission (mid-term review) in May 2007. There is a considerable difference in the disbursement 
dates, whereas the conditions are common to the three institutions (see Table 2 below). The Bank 
should therefore make efforts to reduce internal procedure deadlines. Furthermore, emphasis was 
mostly on the conditions of disbursement, in relation to the other measures of the matrix. The 
large number of conditions is one of the reasons. It will therefore be necessary to provide for 
monitoring modalities (such as documents to be verified), of measures which do not fall under 
disbursement conditions. However, the presence of the Bank and the EU delegation in Tunis 
facilitated discussions between the co-financiers (through videoconferencing for the WB) and 
between the co-financiers and the Authorities on specific topics. Thus, several meetings were 
organized before and after the mid-term review mission, in particular on the conditions finally 
accepted by the three institutions, such as the “substantially fulfilled conditions”. Although this 
joint approach can be seen as a constraint, requiring a large number of consultations and at times 
compromises between the three institutions, it reflects a good example of inter-institutional 
harmonization. Considering all these factors, the Bank’s performance may be deemed to be 
highly satisfactory with a rating of 3.125. 
 
7.2 Borrower Performance  
 
 The Government team coordinated by the MDCI played a key role in preparing the 
programme, particularly with regard to the identification of priority areas and the definition of 
measures appearing in the matrix.  With regard to the implementation of programme measures, 
almost all the measures were implemented and the 13 conditions for the disbursement of the first 
and second loan tranches were entirely fulfilled, two of which with the reservation “substantially 
fulfilled”. Some measures which did not fall under disbursement conditions were not monitored 
as much as the other conditions. Nevertheless, it should be noted that, in some cases, the 
Government even went beyond the strict compliance with formal loan conditions, which shows a 
real will to implement reforms and achieve objectives, irrespective of disbursement 
considerations. The DGP (MDCI) has competent human resources to monitor the programme 
and ensured effective coordination between the government entities involved. For their part, the 
various government services and agencies played their role fully in the implementation of the 
programme. On the whole, the performance of the Borrower is deemed to be highly satisfactory 
with a rating of 3.6. 
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7.3 Co-financiers Performance   
 
 Coordination between the co-financiers was excellent and may be classified among the 
best practices in terms of harmonization. It was carried out at all levels from design through 
supervision up to consultation on disbursements. Missions were carried out jointly and enabled 
the preparation of a common matrix of measures, as well as common aide-memoirs. Such degree 
of harmonization also implies the need to reach compromises in the event of divergent 
assessments among the institutions. Indeed, some conflict of opinions led to serious consultations 
between the institutions to reach a common stance vis-à-vis the Tunisian authorities. It should 
also be noted that there was a difference in approach between the Banks and the EU, in 
particular, owing to the difference in instruments (non-concessional loans for the Banks and 
grant for the EU). 
 

Table 2 
Disbursement Dates by Donor 

 WB EU ADB 
Signature of loan agreement/convention  June 2005 September 2005  September 2005 
Disbursement of 1st tranche September 2005 November 2005 December 2005 
Disbursement of 2nd tranche  June 2007 November 2007 August 2007 

 
VIII. OVERALL PROGRAMME ASSESSMENT 
 
8.1 PAC III achieved the expected objectives and programme performance was satisfactory, 
with a rating of 3.3. It backed the implementation of wide-ranging reforms on the improvement 
of the private sector environment, promotion of new investment opportunities and enhancement 
of the contribution of the financial sector to financing of growth, while maintaining a stable 
macroeconomic framework. The high level of ownership of the programme by State authorities 
enabled the implementation of almost all the measures. The economic and social impact was 
highly satisfactory, as well as the institutional impact, as described above.  
 
8.2 It should be pointed out that the completion of PAC III also marks the end of the series 
of PAC I, II and III, which was aimed at adjusting the competitiveness of the Tunisian economy. 
PAC I was initiated upon the signing of the Association Agreement with the EU in 1998 and 
PAC III led to the total implementation of the agreement. PAC I reforms contributed to making 
capital allocation more efficient, by reinforcing the financial resources of institutions of the 
banking sector and by modernizing the financial sector regulatory framework in order to improve 
its intermediation capacities, through: (i) the restructuring/modernization of the banking system; 
(ii) privatization and restructuring of public and semi-public enterprises; (iii) the revitalization of 
the  treasury securities market; (iv) the modernization of currency management instruments; and 
(v) the reinforcement of insurance companies and OPCVM. PAC II contributed to increasing 
private sector contribution to growth and competitiveness of the economy, through: (i) 
macroeconomic stability; (ii) business and private investment environment; (iii) consolidation of 
the insurance and financial sector; and (iv) reform of the ICT sectors. The ratings of PAC I and II 
were 3.29 and 3.25 respectively. There was consistency in the commitment of the authorities to 
implement reforms and achieve objectives, irrespective of the constraints and sometimes 
unfavourable economic situation. Close to ten years after the start of PACs, Tunisia has 



 

 

13

successfully passed the test of opening up the economy, which was marked by a successful 
transition from the end of Multi-Fiber Agreement and the total implementation of  free trade with 
the EU, which were the targeted challenges since PAC I. Thus, a new series of programmes is 
under preparation, aimed at integrating Tunisia into the global economy. 
 
IX. CONCLUSIONS, LESSONS LEARNT AND RECOMMENDATIONS 
 
9.1 Conclusions 
 
 The contribution of the Bank and the other co-financiers was decisive in the 
implementation of an ambitious reform programme of the Tunisian Government. The 
programme’s contribution, more than the actual financing, probably lies in the soundness of the 
analytical underpinning and the coherence of the firmly embedded established measures. The 
level of ownership by the Government of these reforms is reflected by the implementation of 
practically all the measures. It should also be noted that the Government intends to pursue and 
deepen the reforms undertaken under the series of PACs, within a framework of new challenges 
of greater opening up of the economy. Furthermore, the proper coordination of actions between 
the co-financiers, on the one hand, and with the Tunisian Administration, on the other hand, 
resulted in quality dialogue and was therefore a decisive factor in the success of the programme. 
Lastly, following the effective establishment of industrial free trade with the EU, which was the 
goal of the series of PACs, PAC III marks the end of the adjustment of competitiveness. A new 
series of reforms, integration support programmes, is envisaged and is under discussion, to meet 
the challenges of integration into the global economy.   
  
9.2  Lessons 
 
 A number of lessons of a general nature and recommendations stemming therefrom 
remain valid for the PAC III: the usefulness of good programme preparation through economic 
and sector work, targeting of a limited number of sectors, the need for clearly formulated 
conditions, precise verification criteria, and assessment of the technical feasibility of each 
condition in order to prevent any possible blockages.  In addition, more specific lessons can be 
drawn from this operation:   
 

(i) Close coordination among the co-financiers at all stages of the programme 
allowed for a quality dialogue with the authorities. Such dialogue was facilitated 
by the presence on the ground of the Bank and the EU Permanent Delegation, and 
was strengthened by the fact that the programme co-financiers adopted a common 
matrix, common conditions and conducted joint missions, which required a 
tremendous amount of consultation between the co-financiers in order to reach a 
common stance vis-à-vis the authorities.  

 
(ii) The difficulty of assessing a quantified disbursement condition, such as the 

positive primary balance. In future, disbursement conditions based on quantitative 
objectives that can be impacted by the economic situation should be avoided.  
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(iii) Attention was focused on the disbursement conditions. It would therefore be 
necessary to provide for an appropriate monitoring of measures which do not fall 
under disbursement conditions. For example, for the next programme, the EU 
plans to use variable tranches with measures which do not fall under disbursement 
conditions. 

  
(iv) Likewise, attention was focused on form rather than on substance. Hence, for 

example, verification was on the quantitative aspect of the number of 
administrative authorizations, rather than on the qualitative aspects (such as the 
importance of sectors, the import of authorizations and specifications, etc.).  

 
(v) Lastly, reforms ought to have been pursued on some issues, such as the 

establishment of a competing and competitive environment, restructuring of the 
banking sector or still the transparency of corporate accounts which are closely 
related to the financing of the economy. 

 
9.3 Recommendations 
 
To the Bank:  
 

(i) Deepen dialogue with Tunisian authorities on the pursuance of reforms needed to 
accelerate growth and Tunisia’s integration into the global economy. Pursue 
reform support programmes on the same conditions of cooperation with co-
financiers, namely the WB and the EU. More particularly, conduct economic and 
sector work to deepen dialogue and support discussions for policy orientations of 
the Tunisian economy. 

  
(ii) Avoid disbursement conditions based on quantified conditions, which may be 

impacted by the economic situation and which focus attention on the quantitative 
rather than qualitative aspect, such an administrative authorizations. 

  
(iii) Reduce the number of disbursement conditions, and provide conditions for 

monitoring measures which do not fall under disbursement conditions. 
   
(iv) Improve the responsiveness of the Bank, especially in terms of procedures and 

disbursement mechanisms.  
 
To the Government:  
 

(i) Pursue and deepen reforms to enhance competitiveness and allow for a better 
integration of the Tunisian economy into the global economy. More particularly, 
pursue reforms for the promotion of competition, consolidation of the banking 
sector and transparency of corporate accounts.  
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(ii) Reflect on the role of the State in the economy: gradually reduce the role of the 
public sector and weight of public and administrative regulation in favour of 
private sector expansion.  

 
(iii) Ensure the effective implementation of reforms introduced by the texts and 

consolidate their outcomes, pursue administrative modernization and streamlining 
and strengthen the qualitative monitoring of reforms.  

 
(iv) Ensure adequate monitoring of measures which do not fall under disbursement 

conditions. 
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BORROWER PERFORMANCE  
 
 

Component Indicator Rating 
( 1 to 4 ) 

Remarks 

1 Adherence to general time 
schedule 

3.5 Practically all the programme measures were 
implemented with a slippage of a few months 
which had been reflected since the date of the 
Board of Directors’ meeting.  
Loan effectiveness and disbursement of the first 
tranche took place in December 2005, three 
months after the approval and signature of the 
programme. The second loan tranche was 
disbursed in August 2007  

2 Adherence to cost schedule Not applicable  
3 Compliance with 

Conditions/Covenants 
3.5 The  conditions were fulfilled; no waiver was 

necessary  
4 Adequacy of monitoring, 

evaluation and reporting 
3.5 Monitoring and evaluation were in keeping with 

the contractual provisions. The borrower 
submitted audit reports and the completion report 

5- Satisfactory Operations  Not applicable  
TOTAL 10  
Average for this  table 3.6  
Overall Assessment of 
Implementation Performance 

Highly 
satisfactory 

 

 
 

Overall rating: N 
3<N<4: Highly satisfactory 
2<N<3: Satisfactory 
1<N<2: Unsatisfactory 
N<1: Highly unsatisfactory 
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BANK PERFORMANCE  
 
 
 

Component Indicator Rating 
( 1 to 4 ) 

Remarks 

1 At Identification 3 PAC III was identified during joint PAC II 
supervision missions (Bank, WB, EU). The 
programme was based on the orientations of the 
10th Development Plan and was in line with the 
recommendations of the 2002-2004 CSP updated 
in 2005 and 2006  

2 At Preparation  3 Programme preparation benefited from economic 
and sector work conducted by the co-financiers. 
The three institutions conducted a joint 
preparation mission  

3 At Appraisal  3 The appraisal was carried out jointly with the 
other co-financiers and resulted in a common 
aide-memoir and a common matrix of measures. 
The measures of the matrix are well targeted and 
relevant and contribute in coherent manner to the 
achievement of objectives   

4 At Supervision 3.5 The Bank conducted two supervision missions, 
including a mid-term review, jointly with the 
other co-financiers. In addition, specific meetings 
were organized on specific subjects either 
between the co-financiers or between the co-
financiers and the authorities concerned  

TOTAL 12.5  
Average for this table 3.125  
Overall Assessment of 
Implementation Performance  

Highly 
Satisfactory 

 

 
 

Overall rating: N 
3<N<4: Highly satisfactory 
2<N<3: Satisfactory 
1<N<2: Unsatisfactory 
N<1: Highly unsatisfactory 
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PROGRAMME OUTPUTS 

 
 Component Indicator Rating 

( 1 to 4 ) 
Remarks 

1. Relevance and Achievement 
of Objectives 

3.5 The programme objectives were relevant and 
coherent. The programme helped attain all the main 
objectives  

(i) Macroeconomic Policy 3.5 In spite of a difficult international environment 
characterized by the surge in oil prices, which 
complicated macroeconomic management, the 
implementation of the programme was satisfactory 
and helped maintain a solid and sound 
macroeconomic framework.   

(ii) Sector Policy 3.7 The private sector environment was improved and 
new investment opportunities were developed. The 
consolidation of the banking sector was pursued by 
reducing the rate of non-performing loans and 
instituting a better control of credit risk. The 
restoration of the financial balance of the insurance 
sector will contribute to the mobilization of savings. 
The increased transparency of the capital market 
will restore investor confidence and help increase 
non-banking financing of the economy.    

(iii) Physical Output (including 
production ) 

N.A  

(iv) Financial  N.A  
(v) Poverty Reduction, Social 

Impact and Gender 
3 Macroeconomic stability and sector reforms helped 

achieve a satisfactory and sustained growth rate 
and, hence, a regular increase of per capita GDP. 
The elimination of a large number of administrative 
authorizations will facilitate the creation of business 
enterprises and employment, particularly outside 
the capital city where par capita incomes are lowest. 
The programme did not include specific measures 
in favour of women, but they will benefit from the 
reduction of unemployment as their unemployment 
rate is higher than the average population rate. 

(vi) Environment N.A  
(vii) Private Sector Development 

 
 

3.8 The private sector environment was improved by 
eliminating prior administrative authorizations, thus 
facilitating the creation of new business enterprises, 
a more adapted tax system especially for onshore 
enterprises and encouragement of greater 
competitiveness of the private sector due to 
increased competition (strengthening of the role and 
resources of the Competition Council).  
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 Component Indicator Rating 

( 1 to 4 ) 
Remarks 

2 Institutional Development  3  
(i) Institutional Framework 3 The strengthening of the powers, financial 

autonomy and/or means of action of many 
institutions (Competition Council, General 
Insurance Council, and National Accounting 
Council) contributes to an institutional framework 
capable of pursuing the implementation of reforms 
and deepening the sector reform policy.  

(ii) Financial and Management 
Information Systems, 
including audit system 

N.A  

(iii) Transfer of Technologies  N.A.  
(iv) Staffing by Qualified 

Persons (including turnover), 
training and counterpart staff 

N.A .   

 
3 Sustainability 3.4  
(i) Continued Borrower 

Commitment 
3.8 The Government was strongly involved in the 

preparation of the programme and showed its 
determination during its implementation, despite a 
more than expected difficult external environment 

(ii) Environmental Policy N.A.  
(iii) Institutional Framework 3 The strengthening of institutions, with their 

capacity to control as well as reflect and spur, is a 
guarantee for the sustainability and deepening of 
reforms. 

I(v) Technical Viability and 
Supervision 

N.A  

(v)  
Financial Viability, 
including cost recovery 
systems 
 

N.A  

(vi) Economic Viability N.A   
(vii) Environmental Viability N.A  
(viii) Operation and Maintenance 

(availability of recurrent 
funding, foreign exchange, 
spare parts and workshops, 
etc.) 

N.A  

4 Internal Rate of Return N.A  
 Overall average 3.3  
 Overall Assessment of 

Outcome 
Highly 

Satisfactory 
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COMPETITIVENESS SUPPORT PROGRAMME III  

 
MATRIX OF MEASURES   

 

THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

1. PRIVATE INVESTMENT CLIMATE 

Development of 
new 
opportunities 
for private 
investment 

Attract foreign 
direct investment 
and modernize the 
domestic market-
oriented sector  

Pursuance of the 
reduction of 
administrative 
authorizations for 
investment-constrained 
sectors 
 
 

Posting on the 
Government’s Internet site 
of a note on the background 
and action plan for reduction 
of administrative 
authorizations and on the 
simplification of 
specifications 
 

Publication of laws or 
regulations eliminating 
administrative 
authorizations concerning 
economic sectors with the 
goal of reducing the number 
to less than 120 
 
Disbursement condition  

Note posted on the 
Government’s site ; 
number of 
authorizations reduced 
to 115 

 Facilitate the 
creation and 
operation of 
business 
enterprises  

Reduction of the 
minimum capital 
needed to create new 
companies 

Reduce to 20 % of the 
current amount, the 
minimum capital for each 
category of companies  

 Capital reduced to TND 
1000 for a private 
limited company and 
TND 5000 for a public 
limited company 

  Extension of the 
accelerated refund of 
VAT credits to 
enterprises presenting 
certified accounts 

Amend by Budget Act the 
rate of advance on 
« immediate refund » of 
VAT for enterprises with 
certified accounts, raising it 
from 15% to 25 %.  
 
Disbursement condition  
 

 Include in the 2006 Budget 
Bill a 35 %  increase in the 
rate of advance on the 
“immediate refund” of VAT 
for enterprises with certified 
accounts 
 
Disbursement condition  
 
Present in  2006, on the 
basis of conclusions of the 
study on the tax system, a 
bill to balance VAT rates 
and increase the rate of 

VAT credit fully  
((100%) refundable for 
companies with 
certified accounts, from 
2008 (FL 2007) 
 
 
 
 
Balancing of VAT rates 
under tax law No. 
2006-80 of 18 
December 2006, on the 
basis of the conclusions 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

VAT credit refund to 100% 
by 2008   
 
 
Disbursement condition  
 

of the study. 
Henceforth, there are 
three VAT rates: 6%, 
12% and 18% which is 
the ordinary law rate   

  Continue to improve 
relations between tax- 
paying enterprises and 
the tax administration 

Adopt and publish in the 
Official Gazette of the 
Taxation Department a joint 
memorandum clarifying 
modalities for notification of 
tax adjustments and the need 
to prove the element of 
intent in criminal tax 
offences 

Publication of a new decree 
governing the composition 
of the Commission provided 
for under  article 74 of 
CDPF  
 

Note on adjustment 
notifications published.  
 
Laying down of the 
composition and 
powers of the 
Commission  
 (Decree No. 2005-
2495 of 12 September 
2005) 

Create 
competitive 
markets  

Reinforce the 
competition policy 

Endow the Competition 
Council with legal 
personality 
 
 
Grant the Board 
administrative and 
financial autonomy 
 
Make prior consultation 
of the Competition 
Council on any 
legislative or regulatory 
action that may have an 
impact on competition 
obligatory  
 
Confirm the jurisdiction 

Tabling before the Chamber 
of Deputies of a bill to 
amend the Competition Act 
in order to introduce :  : 

- administrative and 
financial autonomy of 
the Competition 
Council 

- prior consultation of 
the Competition 
Council on any 
legislative or 
regulatory action that 
may have an impact 
on competition  

- possibility for the 
Competition Council  
to initiative action 

 Amendment of the 
Competition Law : 
 
 
 
Financial autonomy of 
the Competition 
Council (FL 2007) 
 
Effective prior 
consultation  
 
 
 
 
 
 
Effective power to 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

of the Competition 
Council to rule on 
matters concerning the 
economic sectors 
which, moreover, are 
regulated by instituting 
mechanisms for mutual 
consultation between 
the Board and 
regulatory authorities 
 
Establish the power of 
the Board to initiate 
action 

 
Disbursement condition 

initiate action 
 

Improve the tax 
environment for 
investment 

Prepare the  
reconciliation  of 
investment 
incentive systems 
of completely 
export-oriented 
enterprises and 
enterprises 
working for the 
local market 

Define conditions for 
such reconciliation 

 Adoption by an Inter-
Ministerial Committee of an 
action plan for the 
reconciliation of investment 
incentive frameworks  
 

Onshore corporate tax 
rate reduced from 35% 
to 30% from  2008 (FL 
2007), and the offshore 
corporate tax rate raised 
to 10%, with effect 
from 2011 (FL 2008) 

      

2. FINANCIAL SECTOR 

2.1 BANKING SECTOR 

Restructure 
Banks’ balance 
sheets  

Reduce the very 
high level of bad 
debts 

Increase provision for, 
writing off of and 
assignment of bad debts 
 
 

Include in the  2005 Budget 
Act a provision improving 
the rate of tax exemption of 
provisions (raised from  75% 
to 85 % of the amount of 

Include in the  2006 Budget 
Act a provision raising to 
100 % the rate of tax 
exemption of provisions 
 

Rate of tax exemption 
of provisions for bad 
debts raised 
successively to 85% and 
100% of profits(FL 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

profits made)  
 
Certificate issued by the 
Central Bank showing that 
banks with provision 
deficiencies have allocated in 
2004 all of  their available 
income for coverage of the 
said deficiencies as assessed 
by the BCT in pursuance of  
the prudential rules and, as 
appropriate, part  of their 
reserves, without the risk 
coverage ratio falling below 
the regulatory limit  
 
Disbursement condition 
 
 
Conduct a detailed annual 
survey on bad debt trends, 
provisioning policy and 
assessment of collaterals  
 
 
 
 
Report on the 
implementation of circulars 
on the transparency of 
financial statements of big 
clients 
 
 

 
 
Certificate issued by the 
Central Bank showing that 
the banks still recording 
provision  deficiencies have 
allocated in 2005 all their 
available income to cover all 
the said deficiencies as 
assessed by the BCT in 
pursuance of the prudential 
rules and, as appropriate, 
part of their reserves, 
without the risk coverage 
ratio falling below the 
regulatory limit 
 
Disbursement condition 
 
 
Carry out a study on 
collection company 
performance assessment, 
analyzing the rate of 
recovery of debts and 
collaterals and obstacles to 
such recovery   
 
Adoption of measures by the 
authorities on the basis of 
the recommendations of the 
study on collection 
companies and the 
implementation schedule 
 
Communication of the 

2005 and 2006) 
 
Certificates issued by 
the BCT for  2004 and 
2005 
 
 
 
 
 
 
 
 
 
 
 
 
 
Study on recovery 
company performance 
assessment not finalized 
 
 
 
 
 
Study on collection 
company performance 
assessment not finalized 
 
 
 
 
Note on findings 
transmitted 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

findings of the detailed 
annual survey on bad debt 
trends, provisioning policy 
and assessment of collaterals 
 
Adoption by the BCT of 
prudential rules specific to 
assistance granted to 
enterprises not complying 
with the transparency 
conditions provided by the 
law on financial security 
 
Disbursement condition 
 

 
 
 
BCT circular  (No. 
2006-19) strengthening 
the internal auditing of 
banks 

2.2  INSURANCE SECTOR 

Strengthen the 
auditing of 
insurance 
companies 

Conduct an 
effective audit of 
the sector by 
reinforcing the 
resources of the 
auditing agency   

Ensure the 
administrative and 
financial autonomy of 
the CGA. 
 

 
 

Tabling before the Chamber 
of Deputies of the bill on the 
new statute of the CGA. 
 
Disbursement condition  

Law to amend the 
Insurance Code 
adopted; it establishes 
the new CGA statute 

Pursue the 
reorganization 
of the insurance 
sector 

Restore overall, 
sector and special 
balances   

Restructuring of the 
Tunisian Insurance and 
Reinsurance Company 
(STAR) and the MGA. 

Adoption of  STAR and 
MGA restructuring plans 
approved by the authorities 
 

CGA report on 
implementation of STAR 
MGA restructuring plans  

Report provided. Both 
companies are 
restructured and their 
financial situation 
consolidated 

  Completion of the 
reorganization of the 
motor insurance sector 

. Publication of corresponding 
implementing decrees, once 
the new motor insurance law 
is enacted  

16 implementing texts 
published 

   Publication of the circular Publication of the circular 10% increase in motor 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

providing for a 5% increase 
in the rate of public liability 
for motor insurance  
 
Disbursement condition  

providing for at least a3% 
increase in the rate of public 
liability for motor insurance 
 
Disbursement condition 

insurance liability rate  
(Circular No. 1/2005 of 
13 April 2005) 

    Tabling before the Chamber 
of Deputies of a bill 
abolishing the restriction on 
majority shareholding by 
foreign investors in the 
capital of insurance 
companies   
 
Disbursement condition 

Law to amend the 
Motor Insurance Code 
adopted ; it abolishes 
the said restriction 

2.3  CAPITAL MARKETS 

Improve the 
quality of  the 
financial 
information of 
enterprises 
listed and those 
not listed on the 
stock exchange  
exceeding a 
certain size 

Strengthen 
investor 
confidence in the 
reliability of 
corporate financial 
statements  

Reduce the relative cost 
of transparency of 
companies listed in 
order to eliminate a 
significant obstacle to 
the listing of companies 
on the stock exchange  

  CMF  report on compliance 
of companies offering shares 
to the public with 
accounting standards 
relating to the consolidation 
of accounts and sanctions 
applied for non-compliance  

Report produced by the 
CMF (December 2006).  
38 companies drew up 
consolidated statements 
at the end of 2005. 

    
 
 
 

Publish an action plan to 
harmonize all international 
financial reporting standards 
(IFRS) for public 
corporations. Public interest 
must be defined on the basis 
of three criteria : (a) have 
listed securities (b) type of 

The action plan for 
IFRS application 
submitted to the plenary 
meeting of the National 
Accounts Board, and a 
decree of the Minister 
of Finance  (No.2006-
1546 of 6 June 2006) 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

activity (for example lending 
institutions, insurance 
companies) and/or  (c) size 
of  company  

introduced additional 
provisions into the 
Financial Security Law 

Strengthen 
governance and 
transparency 
rules of listed 
companies and 
enterprises 
exceeding a 
certain size 

Restore investor 
confidence by 
promoting 
efficiency factors 
and extension of 
account auditing 
obligations 

Preparation of  the 
financial security bill 

 Tabling before the Chamber 
of Deputies of the Financial 
Security Bill including the 
following measures : 
 - formation of independent  
audit committees within the 
Boards of Directors of listed 
companies ; inclusion in the 
annual report of companies 
publicly offering shares of 
information on internal 
auditing rules and their 
implementation ; 
- positive statement by 
corporate managers on the 
exhaustiveness and 
conformity of financial 
statements with the 
regulations in force; 
- obligation of listed 
companies to disclose their 
quarterly financial data; 
- obligation to ensure auditor 
turnover;  
- strengthening of the 
CMF’s powers to impose 
sanctions; 
- strengthening of the 
CMF’s powers to carry out 
investigations and inquiries; 
- more severe sanctions for 

Financial Security Law 
enacted by Parliament, 
including all the 
envisaged provisions  
(Act. 2005-96 of 18 
October 2005) 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

offences concerning the 
stock exchange;  
- supervision of the 
management of individual 
savings as in the case of 
collective savings; 
-clarification of the rules 
governing takeover bids and 
reduction of deadlines for 
disclosure of threshold 
crossings 
 
Disbursement condition 

Reinforce 
market 
transparency 
rules and the 
protection of 
investors 

Promote the 
integrity of the 
market and its 
operation rules 

Preparation of the 
financial security bill 
and various circulars 

  
 

  

  Institute a code of ethics 
for stock market 
intermediaries  

Approval by the professional 
body of the code of ethics of 
stock market intermediaries  

 Strengthening of the 
rules of professional 
conduct (Decree No. 
2007-1678  on the 
statute of stock 
exchange intermediaries 

3. MACROECONOMIC FRAMEWORK  

Maintain a solid 
and responsive 
macroeconomic 
framework 

Contain pressures 
on the current 
external account 
and control the 
budget deficit  
 
Mobilize savings 

Maintenance of the 
macroeconomic and 
budget framework  

Performance evaluation 
 
Disbursement condition  

Performance evaluation 
 
Disbursement condition  
Adoption of an action plan 
for tax reform 

Macroeconomic and 
budget stability 
maintained 
 
Action plan for tax 
reform adopted 
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THRUSTS MAIN 
OBJECTIVES ACTIONS MEASURES 

TRANCHE 1 
MEASURES 
TRANCHE 2 

OUTPUTS AT END 
OF PROGRAMME 

for investment 

  Reinforcement of 
budget management 

Formation of an inter-
Ministerial working group 
for the formulation of a 
medium-term budget 
framework 
 

Formulation of a three-year 
medium-term budget 
framework (2007/2009) 
included in the  2007 
economic budget 
forecasting a positive 
primary balance, excluding 
grants and revenue from 
privatization, from 2008  
Disbursement condition 

2007-2009 budget 
framework forecasting 
a positive primary 
balance from 2009 
included in the 2007 
economic budget   

  Reinforcement of 
public debt 
management 

Putting in place of a middle 
office within the Ministry of 
Finance responsible for the 
formulation of a public debt 
management strategy  
 

Establishment of a structure 
within the Ministry of 
Finance responsible for 
integrated public debt 
management 
 
Publication of a report on 
public debt management 

Structure responsible 
for debt management 
set up and functional 
 
 
 
Report published 
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Key Macroeconomic Indicators (2003 – 2007)  

 
 

Indicators 2003 
  (« baseline »     
at appraisal)  

2007 
(appraisal 

report estimate) 

2007 
(output at end 

of  programme) 

GDP growth 5.6 6.0 6.3 

Increase in exports of goods and services 
(constant prices) 

0.3 5.8 11.8 

Increase in imports of goods and services 
(constant prices) 

0.7 5.9 9.6 

Current account balance (% of GDP) - 3.0 - 3.0 -2.6 

Increase in investment (FBCF) -3.2 8.0 6.3 

Investment rate  (% of GDP) 23.4 24.0 25.1 

Private investment (% of total) 56.5 57.5 58.7 

Savings rate (% of RNDB) 21.8 23.7 23.1 

Per capita income (dinars) 3286 4364 4435.5 

Inflation 2.8 2.5 3.1 

Budget balance  (excluding grants and 
revenue from privatization) 
(% of GDP) 

-3.2 - 2.6 -3.0 

Total public debt (% of GDP) 60.3 58.3 50.9 

External debt (% of RNDB) 51.6 46.6 43.4 

Foreign  exchange reserves (months of 
imports) 

2.9 3.5 4.6 

 
Sources: MDCI and IMF 
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CONDITIONS PRECEDENT TO DISBURSEMENT 

 
 
 In accordance with the Loan Agreement, an amount of Euro 117 million was to be 
disbursed in two tranches. In addition to general conditions applicable to Loan Agreements of the 
Bank, disbursements were subject to the fulfilment of the following conditions  
 
1. Conditions precedent to disbursement of the first loan tranche  
 

(i) Provide the Bank with evidence of the opening of a special account at the Central 
Bank of Tunisia (BCT), in the name of the programme, into which the loan 
resources will be deposited;  
 

(ii) Provide the Bank with evidence of amendment by the 2005 Budget Act of the rate 
of advance on immediate refund of VAT, for enterprises with certified accounts, 
raising it from 15%  to 25%;  
 

(iii) Provide the Bank with evidence of the transmission to the Chamber of Deputies of 
the bill to amend the competition law in order to introduce the following elements: 

 
- administrative and financial autonomy of the Competition Council; 
- prior consultation of the Competition Council on any legislative or 

regulatory action that may have an impact on competition; and 
- the possibility for the Competition Council to deliver opinions or carry out 

investigations on its own initiative; 
 

(iv) Submit to the Bank, the BCT certificate showing that banks recording provision 
inadequacies allocated in 2007 all their available income for coverage of such 
inadequacies as assessed by the BCT, in pursuance of the prudential rules and, as 
appropriate, part of their reserves, without the risk coverage ratio falling below the 
regulatory limit;  
 

(v) Submit to the Bank, the circular fixing an increase of 5% in 2005 in the rate of 
motor insurance public liability. 

 
2. Conditions precedent to disbursement of the second loan tranche  
 
 The disbursement of the second loan tranche was subject to: (a) conduct by the Bank of 
a mid-term review of the programme deemed satisfactory, on the basis of macroeconomic 
indicators, and (b) fulfilment by the borrower of the following 10 conditions:  
 

(i) Provide the Bank with evidence of the publication of regulatory texts eliminating 
administrative authorizations, thus reducing their number to less than 120;  

 
(ii) Provide the Bank with evidence of the amendment by the 2006 finance law of the 

rate of advance on immediate refund of VAT for enterprises with certified 
accounts, raising it from 25% to 35%;  
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(iii) Provide the Bank with evidence of the transmission to the Chamber of Deputies, in 
2006, of a bill based on the conclusions of the study on the tax system in order to 
balance VAT rates and increase the rate of refund of VAT credit to 100% in 2008 
at the latest ; 

 
(iv) Submit to the Bank a certificate issued by the Central Bank of Tunisia (BCT) 

showing that Banks still recording provision inadequacies allocated in 2005 all of 
their available income up to complete coverage of the inadequacies as assessed by 
the BCT, in pursuance of the prudential rules and, as appropriate, part of their 
reserves, without the risk coverage ratio falling below the regulatory limit;  

 
(v) Adoption by the BCT of prudential rules specific to assistance granted to 

enterprises not complying with the transparency conditions provided for by the 
Financial Security Law; 

 
(vi) Provide the Bank with evidence of tabling before the Chamber of Deputies of the 

bill establishing the new statute of the General Insurance Committee;  
 
(vii) Provide the Bank with evidence of at least a 3% increase in the rate of motor 

insurance public liability;   
 
(viii) Provide the Bank with evidence of tabling before the Chamber of Deputies of a bill 

eliminating the restriction to majority shareholding of foreign investors in the 
capital of insurance companies;  

 
(ix) Provide the Bank with evidence of the tabling before the Chamber of Deputies of 

the financial security bill including the following measures: (a) formation of 
independent audit committees within Boards of Directors of companies listed on 
the stock exchange  ; (b) inclusion in the annual report of companies publicly 
offering shares of information on internal auditing rules and their implementation ; 
(c) positive statement by corporate managers on the exhaustiveness and conformity 
of financial statements with the regulations in force; (d) obligation to disclose the 
quarterly financial data of companies listed on the stock exchange; (e) obligation 
to ensure auditor turnover; (f) strengthening of the powers of the Financial Market 
Council (CMF) to impose sanctions; (g) strengthening of the powers of the CMF 
to carry out investigations and enquiries; (h) imposition of more severe sanctions 
for offences concerning the stock exchange; (i) supervision of the management of 
individual savings as in the case of collective savings; (j) clarification of the rules 
governing takeover bids and reduction of deadlines for disclosure of threshold 
crossings; and 

 
(x) Submit to the Bank, the 2006 economic budget containing the formulation of a 

three-year medium-term budget framework (2006-2008) and projecting a positive 
primary balance (excluding grants and revenue from privatization) from 2008.  

 




