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DRAFT REPORT OF THE COMMITTEE ON BALANCE-OF-PAYMENTS RESTRICTIONS 

ON THE CONSULTATION UNDER ARTICLE XVIII:12(b) WITH TUNISIA 

1. In accordance with the provisions of Article XVIII:12(b) the Committee 

conducted the consultation with- Tunisia. In conducting the consultation, the 

Committee had before it a basic document prepared by the Government of Tunisia 

(BOP/52) and a background document provided by the International Monetary Fund. 

The consultation was completed on 3 November 1965. 

Consultation with the International Monetary Fund 

2. Pursuant to the provisions of Article XV of the General Agreement, the 

International Monetary Fund had been invited to consult with the CONTRACTING 

PARTIES in connexion with this consultation with Tunisia. In accordance with 

the agreed procedure the representative of the Fund was invited to make a 

statement supplementing the Fund's documentation concerning the position of 

Tunisia. The statement made was as follows: 

"The International Monetary Fund has transmitted to the CONTRACTING PARTIES 

a background paper on Tunisia dated October 27, 1965» 

"The Fund expects to complete in the near future a consultation with Tunisia 

under Article XIV of the Fund Agreement and to transmit to the CONTRACTING 

PARTIES the Executive Board decision relating to that consultation when it 

becomes available." 

Opening statement of the representative of Tunisia 

3. The representative of Tunisia made the following statement to the Committee: 

(Insert complete statement) 
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Balance-of-payments position and prospects 

4. The Committee thanked the representative of Tunisia and the representative of 

the International Monetary Fund for the information which had been provided, and 

there was general recognition of the difficult situation in which Tunisia finds 

itself. Hope was expressed that conditions would soon improve. It was recalled 

that Tunisia's reserves of foreign exchange have declined from some $85 million in 

I960 to about $33 million in July 1965, owing in large measure to increasing 

trade deficits incurred in an effort to maintain a rate of growth of some 

6 per cent a year and to failure of exports to expand, coupled with the loss of an 

important market. The measures taken by Tunisia to ease its balance-of-payments 

situation were welcomed and it was found especially encouraging that an early 

review of tariffs and quantitative restrictions is contemplated. In response to a 

question concerning any long-term plans to develop industries which might replace 

an important export market which had recently been lost, the representative of 

Tunisia stated that, in general, his country does not regard the present level of 

exports as more than a result of temporary market conditions; as for wine 

specifically, plans are under study for development of alternative products which , 

would be more marketable as well as for consolidating existing foreign markets 

for wine. 

5. Members of the Committee expressed interest In the recent reduction in the 

rate of expansion of bank credit and in the revaluation of the dinar and inquired 

whether there were as yet any repercussions to be observed in the balance of 

payments. The representative of Tunisia replied to the effect that no figures are 

yet available but that import of consumer goods has been checked by the new discount 

policy of the central bank and by the limitation of credit for consumption 

purposes and that, apart from the special case of wine, there was no doubt but 
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that the devaluation of September 1964 had helped to maintain the level of Tunisia's 

exports, particularly exports of phosphates and other mineral products. Devaluation 

had especially helped in maintaining the 50 per cent of exports sent to Prance, 

where the application of duties to Tunisian products after 1 October could 

otherwise have had very unfavourable effects. Concerning non-inflationary measures 

for financing the expected 1965 deficit in the balance of payments, about which a 

question was asked, the representative of Tunisia indicated hope that foreign 

aid might be forthcoming in amounts sufficient to permit continuation of his 

country's investment programme. As for the time-table for completing the tariff 

reform and simplification of the system of import restrictions, the representative 

of Tunisia indicated hope that review of the draft tariff might be completed and 

placed in effect in the course of 1966, and that a revision of the system of 

quantitative restrictions might also be effected within that period. 

6. In response to questions concerning the longerrterm outlook for the balance 

of payments, the representative of Tunisia agreed that the development of 

petroleum production in 1966 would indeed be likely to result in savings in 

foreign exchange expenditures for fuel and might even yield some foreign exchange 

if exportation could be begun. With respect to tourism, he confirmed that his 

Government is giving great priority to efforts to develop this source of foreign 

exchange earning, but for the immediate future, as investments involving heavy 

use of foreign exchange were being made for this purpose, there was no real net 

gain on this account, even though Tunisia does show net current account earnings 

from tourism. No doubt in the longer run both these developments might provide 

basis for substantial earnings, but Tunisia would remain a country in overall 

deficit for years, though perhaps the difficulties would lessen. 
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7. There was some discussion of the considerable interest in the level of 

Tunisia's current foreign debt service,charges. This led to the question 

whether Tunisia is considering measures such as codification and simplification 

of legislation concerning foreign investment and assistance to the private sector, 

as incentives to a greater flow of private foreign investment which might 

substantially assist Tunisia in her development efforts. The representative of 

Tunisia indicated that Tunisia has enacted domestic laws on foreign investment 

and has also concluded a number of bilateral agreements concerning terms of 

treatment of foreign investment. These efforts have yielded considerable 

benefit in the form of new private and public investment. In the textiles 

sector, for example, contracts have been concluded whereby European firms are 

establishing textile manufacturing enterprises in Tunisia. Tunisia has also 

accepted some tied aid and feels that such aid is also welcome in that it too 

helps to finance needed foreign equipment and materials. 

Alternative measures to restore equilibrium 

8. To a question concerning the possibility of increasing the level of domestic 

savings, which were mentioned as amounting to some 12 per cent of gross domestic 

production in 1964, the representative of Tunisia replied that saving had 

increased from 6 per cent of gross domestic production in i960 to 12.5 per cent 

in 1964. It therefore appeared entirely realistic to foresee, as the Tunisian 

Development Plan does, that savings would reach approximately 18 per cent by 

1968. The bulk of these savings (more than one third) is to come from the 

public budgets (central and local administrations), which implies a larger degree 

of control. 

9. A member of the Committee drew attention to a new annual economic budgeting 

procedure which he understood had recently been adopted in Tunisia which he ': 

thought held possibilities of helping in effecting better balance between 

budgeted and actual expenditure. This involves an annual re-examination of 

progress in implementing the Plan and a formulation, with adjustments where 

necessary, of a plan of action for the current year. This would, in turn, 

no dount help to keep a current accounting of foreign payments obligations, 

so that it might be easier than heretofore to avoid deficits. 
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System and methods, of the restrictions 

10. In response to questions, the representative of Tunisia clarified that 

global quotas are established annually, generally on the same list of products, 

although occasionally new products are added or products may be omitted from the 

list. The amount of the quotas remains roughly the same from year to year 

except when Tunisia finds it desirable as a matter of policy to reduce imports of 

a particular product. No priority is given to any country in according licences 

to import within the global quotas; bilateral agreements which list products 

that figure on the global quota list merely open the Tunisian market to such 

products originating in the bilateral partner country, but the agreements give no 

priority in licensing. In reply to another question, the representative of 

Tunisia confirmed that on occasion, when credits accumulate under bilateral 

payments agreements, settlement has been effected by private compensation agreements. 

11. Concerning bilateral agreements in general, the representative of Tunisia 

explained that it had been Tunisian policy to seek such agreements after 

independence partly as a means of developing political ties with other countries 

and to obtain assurance of markets for exports, partly as a means of acquainting 

other countries with products of Tunisia available for export, partly as a means 

of obtaining most-favoured-nation treatment (in the case of countries outside 

GATT), and in some cases as the only practicable means of obtaining access to the 

markets of other countries. He noted however that Tunisia has not always been 

the country requesting the bilateral agreement, as trading partners often take 

the initiative. He also indicated that he felt it might well become of less 

importance to Tunisia to conclude such agreements, which would in any case become 

less important as Tunisia enlarges the scope of its liberalization. He did not 

anticipate a need, in any case, for Tunisia to conclude more such agreements. 

Members of the Committee thanked the representative of Tunisia for these ex

planations, but urged that full consideration be given to an early reduction of 

reliance on bilateral agreements. In this connexion it was noted that Tunisia 
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is a partner to ten trade and payment agreements of general application, to one 

additional bilateral payments arrangement involving, a..few commodities only and 

to at least fifteen bilateral trade agreements mainly with OECD countries. 

Although the latter mostly establish quotas on a relatively limited number of 

products, it was felt that in her own interest Tunisia should endeavour to move 

away from these agreements as well as from the bilateral payments agreements. 

All such arrangements tend to involve elements of discrimination against some 

countries, including countries parties to GATT, and existence of such an array 

of agreements makes it all the more desirable that Tunisia's tariff reform be 

expedited to correct this situation. 

12. The question was asked to what extent Tunisia considers that the present 

system of quantitative restriction, by which certain imports from Prance and the 

franc area are exempt from licensing requirement, constitutes discrimination 

against other parties to GATT. The representative of Tunisia drew attention, 

in reply, to the historical treaty relationships between his country and France 

under which preferential free entry was accorded to trade between the two 

countries until September 1964. This agreement has lapsed, but in view of 

Tunisia's membership in the franc zone, Tunisia accords entry free of licensing 

to goods from the franc zone. The existence of this special relationship was 

recognized, he noted, in Annex B to the General Agreement. Members of the 

Committee thanked the representative of Tunisia for his reply while reserving 

their position on the substance. More generally, he added, neither the 

extensive liberalization to Prance nor the bilateral agreements to which reference 

had been made should be regarded as discrimination against any country. Tunisia 

trades extensively with many countries other than her agreement partners, and, 

as needs arise, obtains imports from the best available sources, regardless of 

whether the country of supply is an agreement partner. The system whereby 

private importers form import groups to buy on bulk terms has greatly helped in 

seeking out the most favourable terms of supply and undoubtedly the new tariff will 

lead to a great reduction in the number of quantitative restrictions maintained so 

that there will be much less risk of discrimination. 
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Effects of the restrictions 

13. There was a rather general feeling in the Committee that Tunisia's present 

system of quantitative restrictions hampers the development of Tunisia's trade 

and risks unnecessary increases in the costs of obtaining needed imports. It was 

also felt that while increased reliance on tariffs wafe desirable there was danger 

that too many products might remain subject to quotas and that rates of duty on 

those liberalized might be so high as to deprive Tunisian industry of the stimulus 

to increase productivity which a measure of competition might provide. It was 

difficult for members of the Committee to understand, in particular, why Tunisia 

foresaw that some bilateral quotas would need to be retained or why bulk products 

would need to remain under quota at all, as this appeared somewhat inconsistent 

with the stated objective of liberalizing essential products. The representative 

of Tunisia reiterated that in his country priority is given to tariff reform 

precisely in order to progress as quickly as possible toward liberalization. 

Tunisia is most interested in promoting economic development and well aware of the 

need to economize resources to the maximum. 


