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Overview

Tunisia Country Program Evaluation

Highlights

From FY05 to FY13, the World Bank Group program in Tunisia aimed to support
government in: (i) strengthening the business environment, improving
competitiveness, and increasing the global integration of the Tunisian economy; (ii)
improving skills and employability of its citizens; (iii)promoting social and
economic inclusion; and, particularly since 2011, (iv) improving voice, transparency,
and accountability. Between FY05 and FY10, the program was mostly Bank-driven.
Since 2011, the International Finance Corporation (IFC) has taken a more active role
in Tunisia, complementing Bank efforts.

The nature and type of Bank Group-client relationship during the period under
evaluation greatly impacted the relevance, design, and success of the strategy.
Between FY(05 and FY10, the Bank Group’s work in Tunisia was mediated through
its relationship with the Ben Ali regime, which despite its shortcomings was highly
regarded by the international community because of Tunisia’s relatively positive
economic and social development. That relationship was broadly characterized by
tight government control and, particularly after 2007, relative passivity on the part
of the Bank. The government mediated the Bank’s interaction with stakeholders,
prevented dissemination of some economic and sector work (ESW), and blocked
some key work—for example, public expenditure review (PER) and investment
climate assessment (ICA)—which impacted the Bank’s reputation as a provider of
independent analysis, notwithstanding the quality of analytical and advisory
activities (AAA) actually produced. After 2007, the Bank chose to not challenge or
make public its increasing concerns about governance issues or its policy divergence
with the government on a number of critical reforms, notably in relation to the
financial and private sectors that were pervaded by rent-seeking behaviors. Yet the
Bank continued to set ambitious objectives in these sectors knowing that the lack of
government buy-in to first-order reforms would undermine the achievement of
relevant Bank Group objectives. Project design was often flawed because critical
bottlenecks identified in ESW were not addressed —many of the operations
delivered change that was necessary but insufficient to accomplish Bank Group
objectives without supporting reforms to remove core obstacles (for example, the
dichotomy of the onshore-offshore regime and regulatory issues in the financial
sector). Early in the period, the Bank flagged risks associated with domestic political

turmoil, but that critical risk was not referenced in the country partnership strategy
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(CPS FY10-13) that was terminated in January 2011 as a result of the revolution. The
Bank’s reticence may have been intended to keep business lines and dialogue open
with a regime that had little need of Bank assistance, having attained investment
grade status in 2007, but at a reputational cost. Overall, the outcome of the Bank
program prior to 2011 is judged unsatisfactory.

Since 2011, the Bank Group has had a more robust relationship with authorities
managing a difficult transition. The Bank responded rapidly to the interim
government’s request to help define and support priority socioeconomic actions
(2011 Governance and Opportunity Development Policy Loan [GO DPL]). IFC
ramped up its engagement with six new investments and provided advisory
services designed to help implement critical reforms supported by Bank
development policy lending (DPL). The Bank Group took a leading role in
coordinating donors, worked closely with the International Monetary Fund (IMF),
and strengthened its partnership base in Tunisia. Overall, the country team has been
responsive in adjusting strategic direction and flexible in light of the evolving
political context. All Bank operations explicitly include governance issues,
particularly measures to increase voice, transparency, and accountability. The
integration of gender into strategy and plans is one of the four guiding principles of
the interim strategy note (ISN) FY12-13, although challenges persist in translating
this aspiration into the design of specific measures. The use of multisector DPLs,
underpinned by sound analysis, helped focus support, reinforce coordination across
donors, and generate enhanced responsiveness to the government’s needs. But
improved streamlining and timetabling of measures would have been useful,
particularly by mid-2012, when growing complexity and volatility in the political
context was apparent. The Bank may have been overly optimistic in its assessment
of the government’s commitment to reform, which is not evident even at the time of
this writing. The concept note for the second tranche of the Governance,
Opportunity, and Jobs Development Policy Loan (GOJ DPL, September 2013) takes
account of the very slow pace and poor quality of reforms and backtracks on initial
optimism. The high quality development policy review (DPR) of October 2013
makes a strong case for the required elements of the reform agenda, and the Bank
Group is now making strong efforts to reach out and inform (through TV and radio,
for example) a broad range of stakeholders on required reforms. Relevance and
design of the Bank Group program post-2011 is judged satisfactory.

The Independent Evaluation Group (IEG) proposes a number of sequentially
ordered recommendations to strengthen ongoing Bank Group efforts in Tunisia.
First, the risk assessment exercise for the forthcoming CPS could usefully develop
scenarios that take account of volatility in the political economy and allow for
flexibility of response should risks materialize. Second, until the political situation
stabilizes, the Bank could focus its efforts on galvanizing public support for reforms.
For example, it could use the rich analysis of the 2013 DPR to help inform and build




capacity among a broad base of stakeholders, such as trades unions, think tanks,
civil society organizations (CSOs), and Parliament, to raise awareness and gradually
build ownership of the reform agenda. Taking account of capacity and other
constraints, the Bank Group could prioritize and sequence first-order policy reforms
(that is, investment code, competition law, and labor market rigidities) while
building government ownership and capacity on how to roll out the reform agenda.

Context

During the first decade of the 2000s,
Tunisia was regarded as a stable
country with one of the most successful
economies in the Middle East and North
Africa (MENA) supporting significant
development progress and
comparatively liberal social norms.
However, beneath the veneer, dissent
fermented caused by gaping regional
imbalances in prosperity and equality,
increasing unemployment that
disproportionately affected young,
educated people, and general frustration
at the stultifying hold of a highly
centralized, corrupt government. That
dissent flared into revolution in early
2011, resulting in the overthrow of the
old regime and heralding what has
become known as the Arab Spring. The
transition remains fragile and the
political context volatile as many of the
challenges from the old regime persist.

Purpose and Approach

IEG’s Country Program Evaluation
(CPE) covers the period FY05-13. The
period spans three World Bank Group
country strategies and one progress
report. It also covers the last years of the
Ben Ali regime and the transition to a
new political dispensation following the

revolution of January 2011. The CPE
aims to reflect on past performance to
inform the preparation of a new Bank
Group strategy for Tunisia.

The evaluation follows IEG’s standard
methodology for CPEs (appendix B)
with objectives and activities organized
on a pillar basis. It is important to note
that we pay particular attention to the
political context in which the Bank
Group operated in Tunisia during the
evaluation period because of the
inordinate level of influence it exerted
over the attainment of strategic
objectives; however, based on available
evidence, we make our assessment not
of the politics of the situation but as
follows:

e For the period up to the
revolution, the evaluation
assesses the overall achievement
of Bank Group strategy based
primarily on the Country
Assistance Strategy (CAS) FY05-
08 and with reference, as
relevant, to the aborted CPS
FY10-13.

e For the post-revolution transition
period, the evaluation assesses
only the relevance and design of
the Bank Group’s ongoing
program (ISN, FY13-14), to
include the 2011 Governance and

Xi
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Opportunity (GO) DPL and 2012
Governance, Opportunity, and
Jobs (GOJ) DPL.

Evaluation findings and ratings are
respectively presented across the pre-
and post-revolutionary period at the
overall, strategic, and programmatic
levels. More detailed findings organized
under pillar headings follow that cut, as
relevant, across the entire evaluation

period.

Overview of Relationship between the Bank
Group and Government in Tunisia, FY05-13

Any meaningful consideration of the
World Bank Group’s engagement with
Tunisia during FY05-13 must be filtered
through a lens that takes into
perspective the external authorizing
environment and the changing realities
of the working relationship between the
Bank Group and government.

The external authorizing environment
pre-2011 was characterized by high
regard and support for Tunisia among
the international community based on
the relative strength within the region of
the country’s economic performance
and social progressiveness, despite
known issues, particularly regarding
governance.

From the start of FY05 to the fall of the
Ben Ali regime (January 2011), the
government dominated the relationship
with the international community to the
extent that it mediated contact with
other stakeholders, restricted the
dissemination of reports considered
sensitive, and operated an effective veto
on issues the Bank Group could subject
to ESW, even where these were critical

Xii

to the achievement of Bank Group
objectives.

In assessing Bank dialogue with
government in Tunisia prior to 2011, it
is important to note differences in the
Bank’s approach within that period —
that is, between FY04-07 and FY08-10.
Toward the end of 2003, the Bank began
to challenge the government on
governance issues. Initially this was
associated with the lack of transparency
in the awarding of a contract that
resulted in the Bank refusing to disburse
the information communication and
technology (ICT) tranche of the third
economic competitiveness adjustment
loan. The country director at the time
continued to challenge on governance
issues, for example, by drawing
attention in the CAS FY(05-08 and
Country Assistance Strategy Progress
Report (CASPR) FY07 to the lack of
accountability, political interference,
special treatment of certain individuals,
and other issues that threatened to
undermine progress. In May 2005, the
Bank convened a high-level conference
in Tunis, gathering government officials
and representatives of nongovernmental
organizations (NGOs) and the private
sector to openly discuss governance
issues. And in 2007, the Bank hosted an
open forum on governance and anti-
corruption (GAC).

However, following strong rebuke from
the government and a period of
associated declining engagement (slow
disbursement and no pipeline), the Bank
(under a new country director) decided
to reengage and to desist from openly
challenging on governance-related
issues, despite their impact on



development potential and progress.
CPS FY10-13 failed to identify the
import of risks associated with these
issues.

During FY05-10, this tense and
restricted official dialogue with the
government negatively impacted the
potential realization of key Bank Group
objectives. As explained in the following
section, it also meant many of the
supported operations would deliver
change that was necessary but not, by
definition, sufficient to achieve Bank
Group objectives.

The nature of the Bank Group’s
engagement with the government in the
post-revolutionary context has
dramatically changed, reflecting a
radically different sociopolitical context.
In the past, there was stability but little
transparency and openness; now there
is volatility and increasing degrees of
transparency driven by significant levels
of openness and participation,
presenting a different type of challenge
for the World Bank Group in Tunisia.
That said, the commitment of the new
government to the vision of a more open
economy underpinned by the removal
of market distortions is yet to be actively
demonstrated.

I. Assessment of World Bank Group
Strategies

Based on an assessment of a range of
factors, the evaluation considers overall
achievement in the pre-revolutionary
period (prior to 2011) unsatisfactory.
For the post-revolutionary period (post-
2011), our assessment finds relevance
and design satisfactory.

OVERVIEW

Overall Achievement Prior to 2011

Bearing in mind the overarching proviso
regarding the nature of, and limitations
inherent in, the relationship between the
government and the Bank Group prior
to 2011, Bank Group strategies
throughout the period were relevant
and well aligned with the government’s
development objectives, reflecting an
emphasis on job creation (which was an
increasingly pronounced priority), and
enhancing education toward the
realization of a knowledge-driven
economy. IFC engagement prior to the
revolution was limited because of the
prevailing business environment. Its
highly selective support aimed to
promote private-sector-led growth,
notably through investments made in
transport (for example, public-private
partnerships for building and
modernizing an airport) and the
financial sector (support to the Banque
Internationale Arabe de Tunisie). The Bank
Group and the government were in
agreement, at least rhetorically, on the
principal instrumentalities for achieving
development objectives: stable
macroeconomic environment, open
trade regime, a business-friendly
environment, a dynamic private sector,
an efficient financial sector, and a more
relevant and efficient education system.
In reality, government practice and
behavior effectively acted against many
of these objectives.

However, despite their broad relevance,
Bank strategies lacked focus. The Bank
chose to continue to engage in sectors in
which key bottlenecks could not be
removed because the government was
unwilling to engage in first-order

xiii
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reform (for example, competition
framework, duality in the onshore and
offshore sectors, and the regulatory
framework in the financial sector).
Given a relatively limited funding
program, Bank strategies tended to be
all-inclusive, resulting in a policy
agenda that was too broad and that
lacked depth and focus. Unable to
persuade the government to tackle first-
order, core bottlenecks, management
focused attention on second-order
issues, which meant, by definition, that
targeted results at country level could
not be achieved. A better approach
could have been to first challenge
government to engage in priority
reforms — AAA recommendations —and
then to more narrowly define strategic
priorities over a three- to five-year
period in sectors in which it was
possible to foster government buy-in.

Although development objectives were
broadly relevant, the design of activities
to meet them was inadequate. In that
regard, the most significant flaw in the
Bank Group’s efforts to implement its
agenda was that critical bottlenecks and
issues identified in ESW were not
addressed. In implementing budget
support operations, conditionality
focused on less critical, ancillary issues
that had little on-the-ground impact. For
example, instead of persistently
challenging the government to level the
playing field between onshore and
offshore activities, and drastically
reduce the scope for ad hoc state
interventions in business activities, the
Bank chose to support ancillary
measures such as strengthening the
Competition Council, and developing
unique identification numbers for firms.

Xiv

In policies supported by Bank
operations to foster employment, very
little was achieved for the same reason,
that is, failure to tackle fundamentals.

Institutional development objectives
often were not met, especially in sectors
where there was no commitment on
appropriate policy reforms (for
example, reducing state controls on
agriculture, allowing greater private
sector participation in infrastructure,
and so on). The failure to institute
deeper levels of change undermined the
potential sustainability of investments.

Other weaknesses were evident such as
too many conditions in policy-based
loans (making it difficult to prioritize)
and too much emphasis on processes
and inputs (holding consultations,
conducting reviews, preparing action
plans) with less attention paid to the
quality of content. There was also an
overreliance on draft legislation and
decrees rather than their
implementation. Insufficient attention
was paid to ensuring legislation “had
teeth” or that the implementing
authorities had the financial resources
and the institutional capacity to follow
through.

The lack of focus and the deficiencies in
design were exacerbated by results
frameworks that proved inadequate to
monitor the impact of Bank Group
strategies. They contained too many
indicators (including some that were of
little relevance) to allow for effective
monitoring, particularly where the
availability of reliable and regularly
produced data was limited. In some
cases, indicators were not well-defined
or measurable, and in other cases,



baseline values were not always
available. Nor was it always clear how
indicators were used to measure
progress (or lack of it) with a view to
program modification.

Within this broad framework and
context, and allowing for the above
provisos, the Bank Group’s strategy
(and the program it supported) was
flexible in design and in practice. This
flexibility was necessary to respond to
anticipated shocks (such as the
intensification of competition from
greater integration with the world
economy), and unforeseen shocks (such
as drought, the international financial
crisis, and recession in Europe). It was
also necessary to take account of
emerging new knowledge, and to
accommodate new requests for
assistance from the government.
Flexibility was built into the Bank’s and
IFC’s programs and use of available
instruments (for example, AAA,
investment loans, budget support,
equity, debt financing, and advisory
services). The Bank adapted its
approach under CAS FY05-08 to
shrinking demand from Tunisia (FY07-
08), but was able to quickly ramp up
assistance in FY09 when Tunisia faced
financial crisis.

With one notable exception, the Bank
Group was generally successful in
identifying risks (for example, the
impact of the global recession,
continuing instability in the region, and
poor rainfall). The FY05-08 CAS and its
FY07 progress report also flagged the
risk of domestic political turmoil, likely
to be caused by resentment in the
population arising from their exclusion
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from meaningful participation in the
democratic process and the lack of
freedom of expression. In view of later
developments, this was prescient. But
that critical risk was not identified in the
2009 CPS (FY10-13) because of the
Bank’s reluctance to more directly
challenge the government on this and
other issues to keep dialogue and
business channels open.

On the other hand, the Bank approach
to minimizing the impact of risk was
insufficient. Mitigation mostly consisted
of pressing the government to accelerate
reforms to create new jobs and promises
to provide technical assistance and
economic analysis. In view of Tunisia’s
long-standing vulnerability to external
shocks and the relatively large
proportion of the population that was
economically vulnerable (especially in
rural areas), a more robust risk
assessment strategy might have been
expected to focus, for example, on
mainstreaming some form of
unemployment insurance and/or cash
transfers targeted to the poorest
families.

Prior to the revolution, the Bank
maintained good cooperation with other
bilateral donors —notably Agence
Frangaise de Développement (AFD) and
German International Cooperation
(GTZ) — and multilateral donors, such as
the African Development Bank (AfDB)
and the International Monetary Fund
(IMEF), that play a significant role in
Tunisia, including close cooperation
with the European Union (EU). Donor
partners collaborated in the design of
some budget support and provided
significant funding in terms of
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cofinancing, or parallel financing.
However, government reluctance to
share information and to work in
concert with stakeholders and the donor
community posed obstacles to more
effective donor partnership.

The Bank Group also tried to engage
various nongovernmental stakeholders.
Consultations were organized with
representatives of nongovernmental
organizations, parliamentarians, civil
societies, trades unions, women’s
groups, and private entrepreneurs. This
was facilitated by the set-up of a World
Bank office in Tunisia in 2005. However,
as confirmed through interviews, most
official interactions were intermediated
through the government and did not
reflect independent views, although this
is not acknowledged or reflected in the
strategy documents.

The Bank completed a number of high-
quality pieces of ESW including, for
example, in-depth analytical work on
issues like the impact of global
integration on the economy, as well as
DPRs that provided a synthetic
overview of the economy and
summarized the rationale for reforms in
various areas. Short, just-in-time policy
notes were also prepared at the
government’s request. Close
collaboration between AAA teams and
mid-level and technical staff in the
administration resulted in relatively
high skill transfer and capacity building
payoffs. Some of the activities carried
out in the pre-revolution period
benefited the post-revolution
engagement since many of the issues
addressed therein (such as the work on
tiscal transparency, procurement,
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onshore-offshore integration, and
revision of the investment code) span
the two periods.

But prior to 2011, the government was
highly selective in its use of
recommendations and operated an
effective veto on some issues the Bank
Group wanted to address, even where
these were critical to Bank Group
priorities. For example, no public
expenditure review (PER) was
undertaken and, despite suggestions in
some work that governance issues
hindered private investment, no
satisfactory analytical or empirical basis
was established with which to make a
persuasive argument. The fact that some
topics were placed off-limits by the
government had a direct impact on the
quality of the knowledge agenda. Some
interviewees suggested the Bank’s
quiescence in this and other matters,
such as the lack of dissemination of
reports considered sensitive by the
government, have caused the Bank
Group reputational damage regarding
its capacity to deliver independent,
objective analysis.

Although overall CAS level objectives
were overly ambitious, actual
operations supported by the Bank were
largely undemanding of government
with regard to the required scale and
pace of reform. In a number of crucial
areas, either nothing was attempted
(because the Bank Group was
persuaded by the government that the
timing was not right), or the pace of
proposed reforms was very slow,
reflecting the government’s piecemeal
approach. An example is the offshore-
onshore dichotomy identified in the



early 2000s as a major impediment to
greater private investment.

Conclusion FY05-10

One of greatest concerns in relation to
the FY(05-10 period was the inherent
contradiction between what the Bank
knew about what needed to be done to
achieve development objectives and
what it did. The Bank’s capacity or
appetite to challenge the government,
particularly between 2007 and 2010, was
weak, resulting in a poorly focused
program that failed to achieve
significant change. Yet the Bank
continued to set ambitious objectives in
the known absence of buy-in from the
government to engage in first-order
reforms or to remove core obstacles to
development in, for example, the
private and financial sectors, both of
which were crippled with government
interference and rent-seeking behavior.

Taking all of the above into account, as
well as the more detailed analysis of
Bank contribution to outcomes
presented in chapters 3, 4, 5, and 6, we
rate the overall achievement prior to
2011: Unsatisfactory.

Relevance and Design Since 2011

In the immediate aftermath of the
revolution, the Bank Group responded
rapidly to the interim government’s
request to help define and support
priority socioeconomic actions through
the quick-disbursing 2011 Governance
and Opportunity (GO) DPL. After 2011,
the IFC ramped up its engagement in
Tunisia with six new investments —in
health care; micro, small, and medium
enterprises (MSME) finance; and the oil
and gas sectors — valued at $94 million,
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bringing its committed portfolio in the
country to $235 million. The IFC’s work
in microfinance is promising. It
continues to support the microfinance
institution, ENDA, to help increase
lending to microenterprises, especially
those owned by women.

The Bank and IFC are working closely
together. IFC is providing advisory
services to help implement critical
reforms supported by Bank DPLs. For
example, the IFC is complementing
Bank efforts to promote a business-
friendly investment climate through
advisory projects focused on regulatory
reform, investment code, debt
resolution, education for employment,
and support to MSMEs.

The Bank Group also took a leading role
in coordinating donors. DPLs were
developed jointly with the EU, AfDB,
and AFD. Joint supervision missions
were organized to assess
implementation progress, and the Bank
Group mobilized global expertise,
significantly scaled up technical
assistance, and harnessed trust funds to
pilot new employment and social
services programs in lagging regions. It
also worked closely with the IMF, most
recently in preparing the joint Financial
Sector Assessment Program (FSAP) in
2012.

More broadly, the Bank Group
strengthened its partnership across a
broad