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Challenges of financing the Tunisian economy in
Midst of democratic transition
Moez Labidi
Abstract

This study aims to present the challenges that face financing the Tunisian
economy during its transition period after the breakout of the revolution.
The study shows that the efficiency in facing the economic issues lies in
governments’ ability to undertake fundamental reforms in the financial
system accompanied by the recapitalization of banks and regulating the
banking industry according to global standards. Moreover, overall reforms
(the drafting of a constitution, judiciary reforms) should take place in order
to enhance the ability of attracting domestic and foreign investors thus
creating an encouraging atmosphere for investors. The study points out that
delaying these reforms is pushing the Tunisian economy to an excessive
demandtunnel; Thusthe highrates ofincrease inwages, inafragileeconomic
situation, in addition to its negative impact on the competitiveness of the
economy could result in a downward spiral: wage - inflation, at the level
of the private sector, and a spiral of : wages - indebtedness, at the level of
the public sector. Finally, the study concluded that the economic policy in
Tunisia has somewhat succeeded in avoiding the specter of deflation, but
was unable to find an encouraging investment climate since of reforms are
needed to take place and trust in the government and its institutions must
be established more profoundly.
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