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Principles of Economic Freedom

1. Individual empowerment
— Personal control of where to live and work
— Property rights

2. Non-discrimination

— No preferences based on race, gender,
religion, or class

— Transparent decision-making

3. Dispersion of power

— [Foster competition
— Separation of political and economic power

)




LA
@Tc‘

“Heritage “Foundation,

heritage.org

Measuring Economic Freedom

Business Freedom
Trade Freedom
Fiscal Freedom
Government Size
Monetary Freedom
Investment Freedom
Financial Freedom
Property Rights
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DISTRIBUTION OF ECONOMIC FREEDOM
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Economic Freedom
80.0 -

North America: 75.7
436 million people

70.0 -

Europe: 66.3
809 million people

60.0 - ‘ ‘ Asia-Pacific: 57.6
Sub-Saharan Africa:

3.7 billion people

South and Central Middle East/ North 53.1
America/Caribbean: Africa: 60.0 738 million people
60.1 317 million people

452 million people

50.0 -

Sources: Terry Miller and Kim R. Holmes, 2009 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc.,
2009), at www.heritage.org/index; International Monetary Fund, World Economic Outlook database, April 2007, at
http://www.imf.org/external/pubs/ftiweo/2008/01/weodata/index.aspx; World Bank, World Development Indicators Online, at
publications.worldbank.org/subscriptions/WDI (subscription required);
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Top 10

Hong Kong
Singapore
Australia
Ireland

New Zealand
United States
Canada
Denmark
Switzerland
United Kingdom

179.
178.
177.
176.
175.
174.
173.
172.
171.
170.

98. Tunisia

Which Countries Enjoy More Economic Freedom?

Bottom 10

North Korea
Zimbabwe

Cuba

Burma

Eritrea

Venezuela

Dem. Rep. of Congo
Comoros

Libya

Sao Tome & Principe
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warld Ranlk: P8 negional Rank: T1

T tnisia’s ecenomic feedom scoreds 58, making its econo-
my the 984 feest in the 2009 frdx, Tt scoreis 2.1 poines
lower thar last year, retecting decrased scoms in three of
the 10 economic freedoms. Tundsia s ranked 1th out of 17
countries in the Middle East/Morth Africa rezion, and its
overall soore is just balow the worlc average.

Turisia has pusued economic reborrs aimed at maintainicg
a prudent macreconomiz framewodk, liberaliz-ng domestc
prices and conteols, and reducing the public seceor's wle n
e iy, Huoweoen, proggoess L Leer s,

Turisia scores well in business fresdom and government
size. Regulation has become more efficient and streamlined.
Fiop = ara lasgaly respacted svan though tha eec-
utive branch & the supreme arbiter, Tunisia scores low n
trade freedom and investment freedom. Excessively high
tariffs, import restrictions, and licersing requitements lirit
trade frecdom Protectiondst investment policics and cun
besome bureaucracy stfle foreign investment. Inflaticn
remains moderate, but the state can set prices in some ci-
cumstarkes, [reome and morporate tax rates remain burden-
momee despile 2 axculin 2007, The lnancial secior is subject
o political infuence, and corruption emains significant

BACKGROUND President Zine al-Abxdine Ban Ali has under
takan gradual free-marset econonic reforms, includirg
privatization of state-cowned firms, simplification of the
taxeode, and mome prudent fiscal restraint, since the eary
19805, The eccnomy inclades significant agricaltural, min-

anergy, tourism, and manubckiring seckors. Tundsia’s

3 associaticn agreement with the European Union, which
hashelpad to sreate jobs and mode:nize the economy, wis
the first such agreament betwean he ELTand a Maghreb
COUTECY. Thi CIOMDY haz also benchited from cup.md.n:d.
trade and toursm. The political systzm has been dominated
by a single pacty since irdependence, and Tunisia has had
only twio presidents in Syears. Progress toward democracy
and greater mspecl or himan righs and civil libenies has
been slow.

TUNISIA

Ecenomic Freedom Score
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Quiick Facts

Populatioer 111 milinn
GO {PPP} 552 Ebilion

EE% growth in 2008

45% i-paar compound
el greveth

5520 par capita

Unsmploymant W%

Inflsticn [CPI]: 215
FD Iriflerm: 533 2ilicn

200¢ gate unkiss oTeraie noted

How Dia We Measure Ecomcnnic Freedom?
Ser the appendix {page 4411 of an explanmion of the methodology or visit dhe Iadex Wb sibe ot beridgpe argfndex,
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TUNISIES TENECOMOMIC FREEDD M3

Eines: Frsedim 1.6 & |
Trad Fraedam 53.0 7 |I
Aeral Frzadm 765 &

Govemiment 9 7RI & |

Menetary Freadom 78,4 & |
Invsirment Freedam 300 — |

Frandal Freedom 200 —

Proparty Righie &AM — |
Fdm.fromcomipten 420 % |
Labor Freadsm &1 W |

To=moies |=wond axrage

BUSINESS FREEDOM — 81L&

Theoverall freedom 1o conducta business & relieivaly wall
proected under Tunisia’s mgulioey enviccnment. Sarkng
abuainess takas L1 daps, companed 1o the world averags of
32 cays. Obraining a business bicenss takes much Jess tban
theworkd average of 225 davs, but costzam laidy high.

Earkrupicy prowedings anme sasy and siraightforward.

TRADE FREED:OM — 53

Turid's weighted average wrifl @ was 1.5 perceniin
2005, Impart resricions, some probibidvely high ariils,
importeaxes andbees, SHme MIpo Loensing fequismeres,
EXpOrt promotion programe, and iNcoresent tusems
administation :dd 10 the cot of wade. Ten points were
daducead Erom Tunisia’s erade dmedom soode o aocount
FOE ADCHArH Dairies.,

FISCAL FREEDOM — T&.5

Turisda has burdensome sax mwes. The eopincome ux ae
i35 paceant, and the top cocromis 1% raa b 30 paccesi
Crther eaxes inchids a vatue-added wax (VAL and a vehizle
1. In the most recent year, sverall w revenue a5 a o
cemtage of GOPwas 14.9 percnt. Arvemps w2 broaden he
i e wrors abundoned bacauwsa of geowing sosial unme

over cising Food 1nd fuel prices.
GOVERMMENT SIZE — F&.3

Tl grvammet svpendism, inclading sorsimiprion
and trarefer parments, is moderate, In 4w most recmit
¥Rl governmert spending ajualed 26 % percent of GDE
Dxepite strong ind@struceume, privaizacios has been slag-
gish. Bline ertemrises were privatized in 2007, The suee
metaing a large rode in econoode acivity eand radsed food
and envergy sube.dies in 2008,

MCHETARY FREEDOM — M4

Inflsion is moderate, averaging 3.4 pement betiwean 202
and 2007, The grvemment an set prices for subsidized
goods and influences prices through repulation, subsi-
dizs, and sene-owned ueilide and enterprises. Ten podnts.
wee deducted Fom Tunisia’s monetary Ikedom scone o
acceunt for policies that distort demestic frices.

INVESTMEMT FREEDOM — 30
Turisd Festeics! boreign UMEsHnIEnt in SOme Seciors 1o
mirimize the impact on doowstc compseitons. Foregn

investnent 45 screened. [vesHnents in con-eourism
orehome companier with a cap.al share larger than 49
pREECt fRquire govemmaent anhorizadon. In general,
demonis wading 2un bo carrios sus snly by 3 sompany
in which the majorky of the shase capieal is held by Turi-
siare znd managenent is Tunitian, Bureauicat proce-
dures e cumbarsome and incnsiswent. Residents and
nrrursidonks mag hold frecign ovehango arnuee, sih
fect 1o seskrictions and approval. There ame some comrols,
quantiative limies and cther eserickons o paymems
and ernskers. Capoal eransactions am subgct o many
matricions and controls, Forkners may nst ;wn g
cuitharal land.

FIMANCIAL FREEDOM — J0

Firandal supervision and mgubtion have been bought
up to :rernational standards, bue the Anancial secror
remain: underdeveloped. The governmen: maineins
Hrm cortrol of dhe thres largest banks. Banking remains
burdened by a high level of nos-performing Joans, Five
‘banks control 70 percent of deposies. The government
sold 4 stake in wwo bandks in 2002 and 2005 but remains
the comrolling sharsholder in at least Fous sther banks
that centol 30 perem of assee. Staw-mandated lend-
irg and the Jegal diHiculey of sceling with cebiors have
hure Fnancial development. Cipieal markas are small
and deminaed by povernment sourides. Tunisa s sock
excharge has become mare acive in frecen: years with
nereased FOreEn PUHCHPAIoN.

FROPERTY RIGHTS — 50

The @xecutive brand is the suprema arbiver of events in
e sokicwas, gevernnan, judicary, and milivasy, Camaec
cial cass take a long kime b0 reschee, and legal procedumes
are complax. Tunisa's ineellaceial propery sighes low is
designed o meet he WTD's Trade-Eelxec Aspeces of
Lrnslizewual Feopore Fighs (TRIPS) minimun sandads,
Custons agenks de not investipae copyright violadons
withetta complaiee by the copyight holder. Piraced prine,
audio, and video media producs are sald cpenly. [iegal
rrpieg ol s, T and T b weidosproad

FREEDCM FROM CORRUPTION — 41

Corrupton & percdved as signdficant. Tunisa ranks &5t
putof L7% cownerds in Trarepanncy esmmadonal's Coe
ruptos Percepeions Indax for 2007, Comupton is less per
vasiva than in neighboding counties. There ary mpones that
unifair practices and corruption ameng prospective local
panres can delay or blode spedlic irvesement proposals
and that cronyism and influence pedding affect invese-
ment cecisions. Thene are no nss e provide govemment
documents bo ciizas.

LABUR FREEDOM — 601

Tunisia's reladvely rigid labor regulations hinder cverall
emplojment and productivity groweh, Th non-salary
coat ol employinga worker ishigh, and the difliculry
oF Hring a worker oreates a disincentve dor addivional

402 2008 Imidex of Ecomomic Freeckoms
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Economic Freedom Score
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TUNISIA'S TEN ECONOMIC FREEDOMS

Business Freedom 81.6 & |
Trade Freedom 53.0 %/ |
Fiscal Freedom 76.5 A |

Government Size 78.3 A |

Monetary Freedom 78.4 & |
Investment Freedom 30,0 = |

Financial Freedom 30.0 == |

Property Rights 50.0 == |
Fdm.from Corruption 42.0 &/ |
Labor Freedom 60.1 %/ |

100 = mostfree  |= world average

World Rank: 98 Regional Rank: 11

Tunisia’s Economic Freedom

Country’s Score Over Time

100 Most free
80T
60+ —
World average
40+
20+
0 Least free
1995 97 9% 01 '03 °05 '07 2009
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e “...aprudent macroeconomic framework”
« Regulation “more efficient and streamlined”

o Reforms “liberalizing domestic prices and
controls”

* Reduced public sector role in economic activity
* Property rights “largely respected”
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Economic Freedom in Tunisia

Areas of Concern

“...excessively high tariffs”

“...protectionist investment policies”

“...tax rates remain burdensome”

Financial sector “subject to political influence”
Corruption remains “significant”
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TUNISIA’S TEN ECONOMIC FREEDOMS

Business Freedom 81.6 A l
Trade Freedom 53.0 \V/ |
Fiscal Freedom 76.5 A |

Government Size 78.3 A |

Monetary Freedom 78.4 A |

Investment Freedom 30.0 = |

Financial Freedom 30.0 =— |

Property Rights 50.0 == |
Fdm. from Corruption 42.0 \/ |
Labor Freedom 60.1 \/ |

0 50 160
100 = most free | = Middle East / North Africa average
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Average Weighted Tariff Rates in 2009

Tunisia

OECD

MENA

World

10 15 20
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Economic Freedom Matters

* Prosperity

e Democracy

« Human Development
 Reducing Poverty
 Environmental Protection
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Economic Freedom is Key to Prosperity

GDP per Capita
(PPP) Correlation: 0.69

$100,000 - R*=0.5272
$90,000 -
$80,000 -
$70,000 -
$60,000 -
$50,000 -
$40,000 -
$30,000 -
$20,000 -
$10,000 -

$0 <
20

100

2009 Economic Freedom Score

Sources: Terry Miller and Kim R. Holmes, 2009 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2009),
at www.heritage.org/index; International Monetary Fund, World Economic Outlook database, April 2007, at =
http://mww.imf.org/external/pubs/ft/weo/2008/01/weodata/index.aspx ﬂ
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GDP per Capita
(PPP)

$45,000 -

$40,253

$40,000 -

$35,000 - $33,428

$30,000 -
$25,000 -
$20,000 -
$15,541
$15,000 -
$10,000 -

$5,000 -

$0 -

Free Mostly Free ~ Moderately Free  Mostly Unfree Repressed

2009 Economic Freedom

Sources: Terry Miller and Kim R. Holmes, 2009 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc.,

2009), at www.heritage.org/index; International Monetary Fund, World Economic Outlook database, April 2007, at
http://www.imf.org/external/pubs/ft/weo/2008/01/weodata/index.aspx
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Economic Freedom Promotes Democracy

Economist Intelligence Unit’s Index of Democracy

12
Trend Line —
10 ; /
Correlation: 0.67 e
o R2 = 0432 s 7
& e
4 .
p -
0, . ; . .
20 40 &0 20 100

2009 Index of Economic Freedom Score

Source: 2009 index of Economic Freedom (Washington,
D.C.: The Heritage Foundation and Dow Jones &
Company, Inc., 2009), at Attp/ /www heritage.org’
index; The Economist Intelligence Unit’s Index of
Democracy, Country Forecasting Services, Economist
Intelligence Unit, at httpy//www.economist.comy
media/pdf/ Democracy Index 2007 v3 pdf.

Chart4 & heritage.org
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Economic Freedom Promotes Human Development

U.N. Human Development Index

0.95 0.92 Correlation: 0.63
Q.80

. Dl 62 0'59

Fre Mostly Moderately Mostly Repressed

— TS

Free Frée' Unfree

2009 Index of Economic Freedom Score

Source: 2009 Index of Economic Freedom (Washington,
D.C.: The Heritage Foundation and Dow Jones &
Company, Inc., 2009), at http/ www.heritage.org’
index; Human Development Reports 2007/ 2008,

United Nations Human Development Programme, at
http.// hdr.undp.org/en/statistics.

Chart5 ® heritage.org
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Economic Freedom Reduces Poverty

* A negative change reflects a decrease in poverty.

Human Poverty Index 2007/  Change in the Percentage of
(HPI1) 1997 2008 the Population in Poverty
All countries 313 26.6 —47

Countries that gained

economic freedom 33.0 28.0 -5.0

Countries that lost

economic freedom 27.3 234 -39

Countries that gained

at least 5 points of

economic freedom 35.5 297 -5.8

Countries that lost

at least 5 points of

economic freedom 233 237 0.4

Table 2 X heritage.org
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Economic Freedom Promotes a Clean Environment

Environmental Performance Index

85.6
83.8 768 Correlation: 0.55

66.3

€1.2

Free Mostly Moderately Mostly Repressed

Free Free Unfree

2009 Index of Economic Freedom Score

Source: 2009 index of Economic Freedom (Washington,
D.C.: The Heritage Foundation and Dow Jones &
Company, Inc., 2009), at http,//www.heritage.org/
index; Daniel C. Esty, M. A. Levy, C. H. Kim, A. de
Sherbinin, T. Srebotnjak, and V. Mara, 2008
Environmental Performance Index (New Haver: Yale
Center for Environmental Law and Policy, 2008), at
httpy/ /epiyale.edu/Framework.

Chart 6 X heritage.org
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Good Corporate Governance Promotes
Economic Freedom

e |ACE Code of Best Practice

— Disperse Power
 CEO separate from Chairman of board
 Minority shareholder rights
* No interlocking Directorates

— Transparency
— Employees’ rights
 Principles of Economic Freedom
— Individual empowerment
— Transparency
— Competition

]
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