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Executive Summary
1. Algeria is a historic and strategic partner of the Bank, of which it is a founding member.
Since 2006, following the advance repayment of the bulk of its foreign debt, Algeria has remained
a non-borrowing country in the Bank in line with its debt reduction policy adopted in 2004. Since
then, cooperation with the Bank has shifted to technical assistance activities.
2. The fall in oil prices since 2014 had a significant impact on the Algerian economy, which
is heavily dependent on oil, mainly by widening fiscal and external deficits. Indeed, the budget
deficit stood at 20% of GDP in 2015, while the current account almost tripled to 16% of GDP. The
real sector, on which the impact was limited, recorded a real GDP growth rate estimated at 3.9%
in 2015, driven by agriculture and rebound in oil production. Algeria has also recorded a sharp rise
in energy consumption1 over the past decade.
3. The current situation is an opportunity for the Authorities to accelerate reforms aimed at
fiscal consolidation, structural transformation of the economy, and better control of its energy
challenges. In this connection, the Algerian Authorities are proposing a "New Economic Growth
Model 2016-2019" (NMCE 2016-2019), presented for discussions at the Tripartite Meeting2 in
June 2016 and approved by the Cabinet Meeting of 26 July 2016. The broad guidelines of NMCE
2016-2016 aim at structural transformation and diversification of the country’s economy so as to
reduce dependence on Algerian oil revenues. Priority areas identified for the country's economic
recovery include agriculture, industry, energy, tourism and ICT, whose sector policies will be
revised.
4. After nearly a decade as a non-borrowing country, the Bank is preparing for a financial
re-engagement in Algeria following sustained dialogue. Indeed, the Algerian Authorities have
requested the Bank to support NMCE 2016-2019. This Interim Country Strategy Paper (I-CSP)
will therefore guide operations planned under the re-engagement. Indeed, the Bank's interventions
will focus on the following pillars: (i) Support for industrialization, improvement of
competitiveness, and development of value chains (Pillar 1); and (ii) Support for transformation of
the energy sector (Pillar 2). These pillars are in line with the country's priorities and the Bank’s
five priorities ("High 5s"), in particular: "Industrialize Africa" and "Feed Africa" (for Pillar 1); and
"Light up Africa" (for Pillar 2). Support for reforms and the promotion of employment (particularly
for young people and women) will have a crosscutting dimension and will be at the core of all
interventions.
5. For the implementation of this cooperation, the Bank intends to make use of the range of
instruments at its disposal. Reforms to support the transformation of Algeria’s economic model
will be based on general or sector programme-based operations (PBO). Support will be provided
for public investment programmes under projects financed by the ADB Window (sovereign and
non-sovereign). The non-sovereign guarantee Window will also be sought, particularly lines of
credit and guarantees. Analytical work will continue to play a key role in dialogue with Algeria.
6. The Bank's portfolio in Algeria currently comprises 10 technical assistance operations for
a total amount of UA 6.3 million or USD 9 million.

1
2

Petroleum products +76%, Natural Gas +68% and electricity +65% in 10 years
Consultation Meeting between the Government, Employers and Trade Unions.
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1.

decision was taken to prepare an Interim Country
Strategy Paper (I-CSP) for the 2016-2018 period.
The "interim" nature of this country strategy is
justified by the NMCE timeframe, which
presupposes that by 2019 the Algerian Authorities
could embark on the preparation of a new national
development strategy following the NMCE. The
2016-2018 period has also been adopted to enable
the Bank to quickly respond to the expectations of
the Algerian Authorities and support urgent
reforms based on the NMCE guidelines.
Furthermore, the choice of this timeframe for the
I-CSP gives the Bank some flexibility to adapt to
the rapidly changing country context. The Bank
could then consider an extension of the I-CSP for
2019 or the preparation of a “conventional” CSP
for the 2019-2024 period based on the Authorities’
new strategy.

INTRODUCTION

1.
Algeria is a historic and strategic
partner of the Bank, of which it is a founding
member. Both parties have maintain sustained
relations since the establishment of the Bank in
1964. The first project approved by the Bank for
Algeria in 1971 opened the way for about forty
(40) operations for a total amount of UA 1.9 billion
or about USD 3 billion.
2.
The last Country Strategy Paper (CSP)
approved for Algeria dates back to 2000
(ADB/BD/WP/2000/102/Rev.1). It covered the
2000-2004 period and included a lending
programme that came to an end in 2004,
coinciding with the Algerian Government’s
decision not to resort to external borrowing to
finance its development programme. In 2006, the
country made a bulk advance repayment of its
foreign debt, which accounted for 1.8% of GDP at
end-20153. Thus, Algeria became a non-borrowing
member country of the Bank.

5.
This I-CSP seeks to present the
strategic framework and an outline of the
Bank’s financial re-engagement in Algeria. It
has been discussed in detail with the Government
and other key stakeholders, such as development
partners and private sector representatives. The
Bank's interventions will focus on the following
pillars: (i) Support for industrialization,
improvement of the country’s competitiveness, and
development of value chains (Pillar 1); and (ii)
Support for transformation of the energy sector
(Pillar 2). This orientation is in line with three of
the Bank’s five priorities, namely: "Industrialize
Africa", "Feed Africa"; and "Light up Africa". It is
also consistent with the operational priorities of
the 2013-2022 Ten-Year Strategy.

3.
Since then, cooperation with the Bank
shifted to technical assistance (TA), economic
and sector work (ESW) and capacity building. The
partnership framework between Algeria and the
Bank was based on Dialogue Notes which
established cooperation ties between the two
parties (see Annex 5). The Country Information
Note on Algeria (NIPA), which covers the 20152016 period, is expiring at a time when Algeria is
embarking on a New Economic Growth Model
(NMCE 2016-2019), discussed during the
Tripartite Meeting4 in June 2016 and adopted by
the Cabinet Meeting of 26 July 2016. Against this
backdrop, the Algerian Authorities have requested
the Bank to support the country’s structural
transformation, and economic diversification and
reforms to reduce their heavy dependence on oil.
A high-level mission led by the President of the
Bank to Algiers (April 2016), discussions during
the Annual Meetings (May 2016) and a dialogue
mission (June 2016) have helped to reaffirm the
institution's availability to assist Algeria in the
process.

6.
This paper comprises, in addition to
this introduction, four sections, namely: (i) the
country context; (ii) the strategic options that
should guide dialogue; (iii) the Bank's intervention
strategy;
and
(iv)
conclusions
and
recommendations for the Board.
COUNTRY CONTEXT

2.1

Political Context

2.1.1
Algeria enjoys political stability.
Indeed, since the implementation of the civil
concord policy, marked mainly by the adoption of
the "Charter for Peace and National

4.
The Bank’s financial re-engagement in
Algeria requires the establishment of a
partnership framework. Consequently, a
3

2.

4

The remaining external debt comprises concessional bilateral debt.

1

Consultation meeting between the Government, the Employers’
Association, and the Trade Unions.

Reconciliation" through a referendum in 2005, the
security situation in Algeria has improved
significantly. The Presidential elections in 2014
witnessed the re-election of President Abdelaziz
Bouteflika for a fourth term of office.
2.1.2
The political context in 2016 is also
marked by the revision of the Constitution.
Expected since 2013 and heralded as a milestone
in the political reform process, the new
Constitution was ratified in March 2016. The
document contains safeguards for civil rights and
political freedoms. It limits the Presidential terms
of office to two for five years each, and includes
an important economic and social component to
promote
social
justice
and
economic
diversification, as well as improve the business
climate and fight against corruption.
2.2

2.2.2
For 2005, the real GDP growth is
estimated at 3.9% in 2015 as against 3.8% in 2014
(see Graph 2), despite the steady decline in oil prices
initiated in 2014. This increase in real GDP follows an
exceptional agricultural production and a rebound in
the oil sector, which rose by 0.4% in 2015 as against a
decline (-0.6%) in 2014. The recovery comes after nine
(9) consecutive years of decline and is due to an
increase in oil production following the exploitation of
new oil fields in the north-east. In 2015, non-oil growth
stood at 5.5%, driven by agriculture (7.6%), industry
(4.6%), the construction, public works and water
resources sector (BTPH) (5.3%), market services
(5.9%) and, to a lesser extent, non-market services
(3%). Prospects indicate an expected growth of 3.5%
and 4% in 2016 and 2017 respectively.

Economic Context

Real Sector
2.2.1
Over the 2005-2015 decade, the average
real growth rate of Algeria’s GDP stood at nearly
3.2% per year. This growth was largely driven by an
increase in public spending which helped to support
domestic demand. Since 2001, the Government has
adopted three five-year development plans, financed
mainly by oil revenue. These public investment
programmes have helped to support the construction,
public works and water resources (CPW) sector, whose
average annual growth over the 2005-2015 period is
estimated at 8.2% (see Graph 1). However, this sector
depends heavily on the Government’s capacity to
support such investment programmes. The agriculture
sector, which depends heavily on climatic conditions,
recorded an average annual growth of 6.5% over the
period. As for market services (trade, transport, etc.),
they achieved an average annual growth of 7.8% over
the period. This expansion is mainly due to significant
growth in consumer goods imports, and creates very
few skilled jobs. The non-market services sector
recorded an annual growth of nearly 4.4% over the
period. Furthermore, the non-oil sector achieved a
growth rate of 6.5% over the 2005-2015 period.

2.2.3 In terms of GDP structure, in 2015 the oil
sector accounted for 19% of GDP, as against 27.1%
in 2014 and 44.3% in 2005, thereby indicating a
decline in the sector which until then had been
preponderant in the Algerian economy. However, in
2015, given the impact of decline in oil prices, the oil
sector’s contribution to GDP was exceeded for the first
time by another productive sector: market services
(27.2%). Agriculture and the construction, public
works and water resources sector (BTPH) contribute
11.8% and 11.3% to GDP respectively. Meanwhile,
2

the manufacturing industry comes last among the
productive sectors with a contribution estimated at
5.3% of GDP (as against 18% in Tunisia and 16% in
Egypt and Morocco). In the early 80s, this sector
accounted for over 15% of GDP. The non-market
services sector - mainly Government services –
accounted for 16.9% of GDP in 2015.

DZD 2,676 billion in 2015) as a result of measures
taken by the Government to improve tax collection
(e.g. voluntary tax compliance, review of lump-sum
taxation, etc.). Budgetary revenue from oil increased
from DZD 2,268 billion in 2005 to DZD 3,390 billion
in 2014, and to DZD 2,375 billion in 2015. It accounted
for only 59% of total revenue in 2015 (as against 75%
in 2005). Current expenditure coverage rate by oil
revenue in Algeria reduced from 182% in 2005 to 51%
in 2015 (76% in 2014). The trend of oil revenue has
therefore been marked by high volatility over the 20052015 period, reflecting oil price fluctuations on
international markets.

Public Finance
2.2.4
Since 2000, the Algerian Authorities have
implemented an expansionary fiscal policy which
has helped to significantly reduce social disparities
and develop socio-economic infrastructure. As from
2009, however, this policy has generated a budget
deficit, which has been absorbed by the Revenue
Regulation Fund - FRR (between 2009 and 2014, more
than DZD 10,000 billion were taken from the FRR to
finance the deficit). Between 2005 and 2015, budgetary
expenditure rose sharply from DZD 2,052 billion in
2005 to DZD 6,995.8 billion in 2014, which is an
average increase of about 14.6% per year. The share of
current expenditure (salaries, pensions, current
transfers, etc.) in total expenditure has increased
sharply since 2008, from 52.9% to 64.2% in 2014. This
rate, however, fell slightly as from 2014, as a result of
efforts to control expenditure. Consequently, it stood at
61% in 2015 (DZD 4,697 billion), nevertheless
accounting for 28% of GDP (as against 17% of GDP
in 2005). Meanwhile, capital expenditure increased
from DZD 807 billion in 2005 to DZD 3015 billion in
2015 (an average increase of 14% per year), thus
attaining the targets of the five-year development plans.
The expenditure was mainly for infrastructure,
housing, agriculture and the water sector.

2.2.6
The increase in current expenditure,
coupled with the stagnation of the share of oil
revenue, generated a deficit in the overall balance
as from 2009 (11.2% of GDP). After a slight
reduction over the 2010-2014 period, the budget deficit
widened again in 2014 (18.5% of GDP) and in 2015
(20% of GDP), following the sharp decline in oil
earnings. The budget deficit has so far been funded by
the FRR. As a result, the Authorities have embarked on
a policy of gradually streamlining public expenditure.
Thus, the supplementary finance law adopted in July
2015 included new tax measures and cancelled some
non-committed expenditures. In 2016 and 2017, the
budget deficit is expected to be around 15% of GDP
(see Graph 3).

Box 1: Revenue Regulation Fund (FRR)
The FRR was established in 2000 to reduce public finance
vulnerability to fluctuations in oil revenue. The FRR is replenished
with the differential between budgeted oil tax revenue and the
amount actually collected. The rules of the fund stipulate that oil
revenue beyond a certain barrel price threshold (USD 37 in 2013)
will be used to replenish the fund. The Authorities have the latitude
to make withdrawals from FRR resources to absorb shock due to
decline in tax revenue and finance the deficit of the general budget.
FRR's resources can also be used to repay public debt. Indeed,
FRR's resources initially help to repay the external public debt
service.

Monetary Policy
2.2.7
From the early 2000s, foreign assets have
become the main source of monetary expansion in
Algeria. The Bank of Algeria had to resort several
times to monetary policy instruments (compulsory
reserves, etc.) to absorb excess liquidity and achieve the
goal of controlling the inflation rate. The establishment
of the FRR and advance repayment of the external debt

2.2.5
By increasing from DZD 3,084 billion in
2005 to DZD 5,051 billion in 2015, actual budgetary
revenue increased by 5% per year, but at a slower
pace than expenditure. This increase mainly stems
from non-oil revenue which rose sharply by 13% on
average per year (from DZD 815 billion in 2005 to
3

were also some of the measures to absorb the excess
liquidity. In 2015, the monetary sector recorded a
decline in bank deposits, another consequence of the
fall in oil prices. The Bank of Algeria has responded to
the decline by reactivating the use of refinancing of
banks, the first time in 14 years. Inflation rose slightly
in 2015 and stood at 4.8% as against 2.9% in 2014 (see
Graph 2). This increase was primarily due to
inappropriate functioning of the distribution channels
of agricultural and agro-industrial products. The
inflation rate is expected to be 4% in 2016 and 4% in
2017. Hence the need to address the structural causes
of rising prices, particularly the low supply of certain
staple food products.

Governance, business environment and
competitiveness

External Position

2.2.9
Governance: Improvement of governance
and the fight against corruption are some of the
Government's priorities. The legislative framework
is in place, and it reaffirms the Government’s
determination to fight against corruption. This theme is
explicitly addressed in the new Algerian Constitution
ratified in 2016. According to the Corruption
Perceptions Index prepared by Transparency
International for 168 countries, Algeria moved from
the 105th position to the 88th position between 2012
and 2015, an improvement of 17 positions. In 2015,
Algeria was in the 20th position (out of 52 countries) in
the overall rankings of the Mo Ibrahim Index of
African Governance (IIAG), an improvement of five
positions compared to 2013. Indeed, it should be noted
that as from 2006, the Authorities adopted a legislative
and regulatory framework to fight against corruption.
Accordingly, Law No. 06-01 on the prevention and
fight against corruption, which aims to promote
integrity and transparency in the management of public
and private sectors, was enacted. This Law also
established: (i) an Agency for Prevention and Fight
against Corruption (ONPLC), whose mission is to
implement the national strategy against corruption; and
(ii) the Central Anti-Corruption Authority (OCRC),
which is responsible for conducting intelligence and
investigations into corruption offenses. The adoption of
Decree No. 15-247 regulating public procurement and
public service delegations in September 2015 was also
intended to improve public sector governance,
eradicate overruns, and consolidate certain aspects in
the fight against corruption. Furthermore, capacity
building activities were initiated for the Court of
Auditors.

2.2.8
Algeria’s balance of trade transactions,
which has always recorded a structural surplus,
showed, for the first time in 20 years, a deficit of
nearly USD 13 billion, following the decline in oil
export earnings. The coverage rate of imports by
exports stood at 73% in 2015, as against 107% in 2014
and 118% in 2013. Oil export earnings fell by almost
43% over the same period. The overall balance of
payments, which replenishes the official foreign
exchange reserves and has been positive for several
years, also recorded its first deficit in 2014.
Consequently, even though the reserves are still at a
comfortable level (almost 30 months of imports in
2015), they declined by 20% between December 2014
(USD 179 billion) and December 2015 (USD 144
billion). However, this level allows Algeria to preserve
its external stability against external shocks.
Nevertheless, if current levels of oil prices and the
rising trend of imports continue, Algeria’s external
position could deteriorate in the medium term.
Consequently, the Authorities have taken measures to
regulate imports (standards and quality requirements,
import licenses for a limited number of products, etc.).
Prospects indicate that the trade balance will remain in
deficit for two consecutive years, at 7.2% and 3.4% of
GDP in 2016 and 2017, leading to a current account
deficit of 11.7% and 7.6 % of GDP respectively.

2.2.10 Business Environment: The business
environment in Algeria is seen as a constraint on
4

private sector development. Indeed, with the
exception of a few large corporate groups, often owned
by families, the private sector remains underdeveloped
in comparison to Algeria’s potential. According to the
latest economic census conducted by the National
Statistics Authority (ONS) in 2011, 95% of the private
sector were micro-units, with 55% operating in the
commercial sector (84% in retail trade, 34% in the
services sector, 10% in industry, and 1% in
construction). Foreign direct investments (FDI) are
mainly geared towards the energy sector, which is
more capital-intensive, and does not contribute much
to the expansion of the SME /SMI network and job
creation.

improvement of nearly 10 positions compared to
2012. The factors that contribute to the country’s
competitiveness include low debt ratio, controlled
inflation, "Health and primary education” basic social
indicators, the size of the local market and the quality
of infrastructure, especially the railway network (65th
position) and electricity supply (90th position). These
have been developed by the Government under major
public infrastructure projects, particularly over the last
decade (2005-2009 and 2010-2014 Five-Year
Development Plans). In the electricity sub-sector alone,
the installed generating capacity increased from 7.50
GW in 2005 to 17.24 GW in 2015. Algeria’s road
network is one of the largest on the continent (over
112,000 km of roads, with about 2,600 km of
motorways and high speed roads). As regards ICT,
Algeria has made considerable efforts towards the
expansion of its national optic fibre backbone which is
70,700 km long (in 2015). However, according to this
report, efforts still need to be made in indicators relating
to "private institutions" (accountability, protecting the
interests of minority shareholders, etc.) and "Efficiency
of the produce market" (competition on the domestic
market, FDI regulations, customs procedures, trade
barriers, etc.), etc.

2.2.11 The 2016 edition of the Doing Business
report of the World Bank ranks Algeria 163rd out
of 189 countries.5 The procedures for starting a
business are still considered numerous. Access to credit
is considered difficult, and the regulation of market
factors (labour, land) constraining. The weight of the
informal sector also remains an obstacle to the activities
of commercial and industrial businesses. The
peculiarities of Algeria’s business environment include
the introduction, in 2009, of provisions relating to
partnership, under which foreign investments can be
made only in a partnership in which Algerian residents
hold at least 51% of the capital6. Furthermore, the
regulations also include the preemptive right of the
Government and public enterprises over all transfers of
foreign shareholders’ interests or to foreign
shareholders.

2.2.12 Competitiveness:
As
regards
competitiveness, Algeria ranks 87th according to
the Global Competitiveness Report of 2016, an

2.2.13 Financial Sector: According to the 20152016 Global Competitiveness Report, Algeria
ranks 135th out of 140 countries as regards
financial market development. The banking sector
plays a major role in financing the economy. Between
2010 and 2014, credits to the economy almost doubled
from DZD 3,268 billion (27% of GDP) to DZD 6,504
billion (39%). More than half of these credits (52%)
were granted to the public sector in 2014. Six public
banks dominate the sector by the size of their network,

5

6

However, it should be noted that resident shareholders could be a single
or several shareholders thereby giving the foreign partner possibility of
being majority shareholder. Furthermore, management could always be
given to the foreign partner.

Algeria officially challenged this report, indicating that the ranking did
not reflect the reforms initiated by the Authorities, particularly to improve
the business climate (see Box 2).

5

resource mobilization (87% of deposits in 2015) and
the distribution of loans (87% of system assets in
2015). The non-performing loan (NPL) ratio in Algeria
recorded a significant decline from 18.3% in 2010 to
9.2% in 2014, reflecting the efforts to clean up banks'
balance sheets. As for the non-bank financial sector, it
is undeveloped and contributes marginally to the
financing of the economy. Paradoxically, the limited
integration of the Algerian financial market into the
international markets has helped to protect Algeria
from external financial shocks over the past few years.
The country’s fixed rate instruments market is
relatively more active, and has a more diversified
investor base. The authorities regularly issue bonds
with variable maturities and Treasury bills7.
2.3

under review) which will interconnect, in its first phase,
Algeria, Niger, Nigeria and Chad.
2.4

2.4.1
With a population of over 40 million
inhabitants in 2016 (of whom 29% are under 15
years), Algeria’s progress in human development is
considerable. According to the 2015 Human
Development Index (HDI) report of the United Nations
Development Programme (UNDP), Algeria was
ranked 83rd in the world. It is one of the 56 countries
in the world with a "high" human development index,
and occupies the third position in Africa after Mauritius
and Seychelles. The life expectancy was 77.1 years in
2015 (as against 71 years in 2000). The absolute
poverty rate has been declining for over a decade. This
is mainly due to important social assistance
programmes, including direct transfers, universal
subsidies and social inclusion actions, equivalent to
12.3% of GDP.

Trade and Regional Integration

2.3.1
Algeria has gradually adopted an outward
commercial policy. This orientation is evident in the
conclusion of a series of regional and bilateral trade
agreements in the Maghreb, under the Arab Maghreb
Union (AMU), and in sub-Saharan Africa. Algeria has
also embarked on a partnership with the EU through
the conclusion of an Association Agreement in 2002 in
which trade is a major component. The tariff
dismantling scheme implemented as from 2005 helped
the country to make great strides towards trade
liberalization.

2.4.2
As regards the labour market indicators,
considerable efforts have been made by the
Government to reduce the unemployment rate.
Indeed, the unemployment rate declined from 30%
in 2000 to 9.9% in 2016. Despite this significant
improvement, young people (16-24 years) are
particularly hit by unemployment (24.7%).
Unemployment affects more particularly graduates
(13.2% for university graduates and 12.1% for
graduates of vocational training institutes) than people
without certificates (8.3%). However, the latter account
for more than 53% of the unemployed in 2016. In
addition, on average, two out of every three
unemployed persons have never worked and are
therefore affected by long-term unemployment (over
12 months). Finally, the employed working population
represents 37% of workers not affiliated to social
security schemes, thereby portraying some degree of
job insecurity.

2.3.2
The EU is Algeria’s main trading partner
(68% of Algeria’s exports went to EU countries and
49% of Algeria’s imports came from these countries in
2015). The most important partners, after the EU, are
the other OECD countries (USA, Canada, etc.),
followed by Asia. Despite its geographical location in
the heart of the Maghreb - the Trans-Maghreb highway
linking Tunisia to Morocco through Algeria over
nearly 1,200 km - trade with AMU countries barely
attains 2.5%, thereby reflecting the slow progress in
Maghreb integration. Although its trade with subSaharan Africa is "marginal" (less than 1%), Algeria is
a key player in the integration of the continental. It
plays a leading role in several initiatives under the New
Partnership for Africa's Development (NEPAD), such
as the trans-Saharan road which passes through six
countries and links Algeria to the rest of the continent,
the Nigeria-Algeria pipeline project, and the TransSaharan optical fibre backbone project (ICT project
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Social Context and Crosscutting
Themes

Gender
2.4.3
The Authorities continue to make efforts
towards greater gender equality, despite resistance,
more from cultural practices than from the law.
Indeed, from the legal viewpoint, the Constitution and
several laws seek to protect women and ensure gender
equality. Algeria has ratified international conventions

The treasury bills market has total outstanding amount of DZD 438
billion (about USD 4 billion).

6

on the promotion of gender equality. An amendment
reinforcing penalties against perpetrators of violence
against women was introduced into the Criminal Code
in 2015. Progress has been made in access to human
capital. The female literacy rate has increased
significantly (although it is still lower than for men),
and access to all levels of education, from primary to
higher education, is guaranteed. The proportion of
women enrolled in university is clearly increasing, and
higher than that of men. Reforms focusing on the
criminalization of sexual harassment and providing the
victim with assistance to take legal action have been
initiated. Furthermore, specific protection is given to
women against all forms of violence (physical, verbal,
sexual, economic) committed in the public or private
sphere.

activities on the coastline has increased tensions in the
use of water resources and the soil.
2.4.6
Aware of the magnitude of these
challenges, the Government has taken several
initiatives to ensure sustainable use of natural
resources and inclusion of environmental
sustainability in their development strategy. That is
why the control of soil erosion, the conservation of
natural ecosystems, as well as increased mobilization
of water resources and its sustainable use are major
components of the National Development Plan
(SNAT). A National Climate Committee (NCC) was
established in 2015 to coordinate national programmes
on climate change policies and ensure the
implementation of commitments made by Algeria in
the United Nations Framework Convention on Climate
Change (UNFCCC) and international institutions.
Similarly, in efforts to stem the advance of
desertification, the Green Dam initiative launched in
the 70s will be extended over more than 1.7 million
hectares.

2.4.4
With respect to political representation,
progress has been made as a result of a positive
discrimination policy establishing a quota system for
women in elected institutions. Algeria has 146 female
members of parliament out of 462 from the legislative
elections of 2012, which represents 31.6% of women
as against 8% in the previous National People's
Assembly (NPA). However, there is still room for
progress so as to strengthen their access to the labour
market. Women accounted for only 19.4% of the
working population in 2015; their unemployment rate
remains high at 16.5% as against the national average
of 9.9% and 8.2% for men. However, constitutional
provisions were made in March 2016 to promote
gender parity on the labour market and encourage the
promotion of women to positions of responsibility in
institutions, government services, and public
enterprises.

2.4.7
In efforts to fight against the effects of
climate change, Algeria has also embarked on
promoting renewable energies. Indeed, the country
aims to become a major player in the production of
electricity from photovoltaic and wind power by
integrating biomass, cogeneration, geothermics and
solar thermal energy. Consequently, Law No. 04-09 on
the promotion of renewable energy was enacted in
2004; the law defines a number of instruments and
incentives for the use and development of renewable
energies.

Environment and Climate Change
2.4.5
Algeria faces major environmental
challenges, such as soil erosion, desertification (the
desert occupies 84% of the country) and scarcity of
water (Algeria is below the scarcity threshold, with a
ratio of 600 m³/inhab./year). The country is also
exposed to cycles of drought (rainfall has dropped by
more than 30% over the past few decades). These
phenomena will be exacerbated in the future as a result
of climate change. In this regard, it should be noted that
agriculture is the hardest hit by the effects of climate
change, and this has implications for food security.
Furthermore, the concentration of population and

3.

STRATEGIC OPTIONS

3.1

Strategic Framework of the Country

3.1.1
Since the early 2000s, the Government’s
strategy has been implemented in terms of five-year
development plans, as well as sector programmes
and strategies. The last two Five-Year Development
Plans (2005-2009 and 2010-2014) helped to strengthen
the major projects policy aimed at modernizing the
economic and social infrastructure, which began with
the launching of the Economic Recovery Support
Programme (2001-2004). Government action was also
in line with the Presidential Programme
Implementation Action Plan for 2012-2014 which
focuses on four (4) areas, namely: (i) improvement of
governance; (ii) economic and financial consolidation;
(iii) development of socio-economic infrastructure; and
7

(iv) human development and the fight against
unemployment.

multiplicity of quasi-compulsory
(salaries, pensions, etc.).

expenditures

3.1.2
The current situation, marked by a decline
in oil prices since June 2014, offers a unique
opportunity for meeting the challenges of structural
transformation of the Algerian economy. The
National Growth Economic and Social Pact concluded
in February 2014 between the Government, employers'
organizations and the trade union emphasizes the need
to boost industrial development, create a favourable
business climate, and accelerate the economic reform
process. The pact also established business as a key
player in national economic development and made
diversification a strategic priority.
3.1.3
The Government’s determination to meet
the challenge of structural transformation of the
economy was confirmed by the adoption of the
2016-2019 New Economic Growth Business Model
by the Cabinet Meeting of 26 July 2016. The model
seeks to boost growth and non-oil investment, while
preserving the country's social cohesion. Both public
and private companies constitute the cornerstone of this
model. Accordingly, productive investments will be
made by economic operators, while the Government
will undertake regulation and solidarity missions with
the most disadvantaged groups of the population.
Particular attention will be given to foreign and
domestic direct investment, guided by some basics8.
Priority areas identified for this economic recovery
include agriculture, industry, energy efficiency,
tourism and ICT. These programmes also form part
of a broader reflection, for example the Algeria
Vision 2035 being developed, which should enable the
country to put in place all the mechanisms and means
required for developing an emerging economy.
3.2

3.2.2
Besides the fact that this configuration has
fostered public finance deficit in Algeria, it also
hampers strategic planning and implementation of
development policies. Indeed, in times of budgetary
difficulties, there is a strong temptation to make capital
expenditure an "adjustment variable" to contain public
finance deficits (e.g. the 2016 Finance Law intends to
reduce capital expenditure by 18% and some projects
were frozen in 2016). So far, the financing deficit has
been offset by the FRR, but the fund’s room for
maneuver continues to shrink. Given the current levels
of oil prices, the trend of budget balance deterioration
will be reversed only through expenditure control and
mobilization of tax revenue (excluding oil).
3.2.3
Improving the efficiency of public
investment is also a major challenge for
Algeria. Like other resource-rich countries,
Algeria benefitted from “good” budget periods to
invest heavily in public infrastructure. However,
the ripple effect of these investments on other
sectors, particularly the local industry, has not
been up to expectations. Furthermore, their costs
and completion dates have not yet been brought
under control. Accordingly, this has reduced the
performance of the investments. An IMF analysis
(December 2014 report under Article IV) indicates
that the capital expenditure multiplier9 is 1.3 for
Algeria, as against 1.8 on average for countries in
the region. Greater efficiency of public investment
will be largely determined by the country's
capacity to improve its execution capacities,
ensure better selection and prioritize its

Challenges and Weaknesses

Restoring macroeconomic balances
3.2.1
The fiscal imbalance underscores the need
to reduce dependence on oil revenue and introduce
more efficiency in public spending. While oil
revenue is highly volatile (see Graph 3), current
expenditure is largely incompressible because of the

8

9

Such as the right of preemption, the 51/49 rule, as well as the
Government’s social commitments.
The expenditure multiplier indicates the relation between an
expenditure variation and the wealth variation it creates. Thus, a 1.3

multiplier means that USD1 expenditure would lead to the creation of
USD 1.3 of added value (GDP).
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interventions, and take public policy measures to
improve the local integration rate.
Diversifying the economy
employment for young people

and

Furthermore, although in 2016 nearly 58% of the
working population were in the private sector (as
against 63% in 2005), the public sector has
nevertheless created more jobs (1.8 million) than the
private sector (200 000) over the past decade.
Improving the "job content" of growth is therefore a
major challenge for Algeria, particularly in light of
reduced increase in employment demand within the
context of public expenditure rationalization.

creating

3.2.4
With an oil sector which alone accounts
for 27% of GDP, the Algerian economy remains
insufficiently diversified and is dominated by the
extractive sector. Although the share of this sector has
been falling steadily for more than a decade, the sector
continues to be at the core of Algeria’s economy.
Indeed, foreign direct investments, which have
recorded a sharp decline since 2010 (from DZD 3.4
billion in 2010 to DZD 1.5 billion in 2014), are mainly
geared towards the oil sector. The lack of economic
diversification is even more significant in exports.
Indeed, in 2015, 97% of export revenue came from oil
and gas.

Transforming the energy sector (efficient demand
management and diversification of supply)
3.2.7
Energy consumption has, for more than a
decade, recorded a significant upward trend10 while
the production of natural gas and oil - which together
account for over 85% of national energy production in
Algeria – has stagnated (gas) or declined (oil). This
reduces export opportunities for oil, the primary source
of foreign currency (see Graph 8). The increase in
demand is mainly driven by household consumption
(due to low energy prices), increasing urbanization,
major investments in the construction of houses, and
the development of transport (+142% in energy
consumption between 2004 and 2014). Over the past
decade, the maximum electric power demand on the
network has recorded an increase of about 7%/year.
This trend is set to continue with the improvement of
living standards of households and continuation of the
public investment programme. These energy needs are
met almost exclusively by hydrocarbons, including
natural gas, the most available source of energy.

3.2.5
In addition to making the country
vulnerable to reversals of the economic situation,
the predominance of oil has hampered the
development of other productive sectors. The
industrial and agricultural sectors are struggling to meet
the country’s needs. The considerable weight of
industrial products (34.3% in 2015, about USD 8.6
billion) and consumer goods (16.6%, or about USD 17
billion) in the imports structure shows that Algeria’s
industrial fabric cannot meet the strong domestic
market demand. Algeria is also a major importer of
agricultural products from the African continent. In
2015, these products (cereals, sugar, dairy products,
meats, etc.) accounted for nearly 18% of total imports
(about USD 9.31 billion). Managing the transition from
a “rent” economy to an economy driven by the
productive sectors (industry and agriculture) and
reversing the massive recourse to imports are therefore
major challenges for the Algerian economy,
particularly in light of the downward trend (until 2014)
of oil production.
3.2.6
Lastly, the growth experienced by the
country over the last decade has failed to fully
absorb the additional demand for jobs (about
420,000 additional jobs seekers per year) or
permanently reduce youth unemployment. Indeed,
although the pace of starting businesses has increased
significantly since the early 2000s, it is not sufficient
for the private sector to take over from the public sector
as the engine of growth and creation of jobs.
10

3.2.8
Maintaining this consumption pattern
may eventually make it difficult to ensure supplydemand balance for this source of energy. Indeed,
an increasing proportion of national natural gas
production currently meets the needs of the domestic

Oil products +76%, Natural Gas +68% and electricity +65% in 10
years.
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market (estimated at 51 billion m³ in 2020 and 55
billion m³ in 2030). Volumes for export are therefore
declining (42.8 million TOE in 2014 as against 57.3
million TOE in 2004). Algeria therefore needs to act on
supply by meeting growing energy needs, ensuring
adequate investment planning, and diversifying
production chains, as well as on demand by controlling
the pace of consumption growth, gradually reducing
subsidies, and promoting energy saving and efficiency.
In this regard, the integration of renewable energy into
the energy mix constitutes a major challenge because it
helps to diversify production chains and meet growing
demand, while preserving fossil resources and
promoting sustainable development.
3.3

to better withstand economic shocks. These
resources can allow the country to gradually make
appropriate reforms without significantly interrupting
its major social programmes and review its public
investments. That will also give the Government
substantial leeway to diversify funding sources without
jeopardizing public debt sustainability. Much room for
improving internal resource (taxes) mobilization is also
a great asset for reducing dependence on oil taxes.
Lastly, national cohesion acquired through social
progress and reinforced by the national concord policy
allows Algeria to focus on the implementation of its
reform programme within a peaceful context.
Determination to carry out reforms for private
sector development

Strengths and Opportunities

3.3.3
Improvement of the investment climate and
review of administrative procedures are strategic
priorities of the Government action plan. Entrenching
the improvement of the business climate in the
Constitution (Section 43 of Law No. 16-01 of 6 March
2016 on constitutional amendment) shows
Government’s desire to foster entrepreneurship and
investment by developing an enabling environment.
This commitment is expressed through the creation of
a national committee for improving the business
environment in March 2013. The committee, which
brings together all the relevant actors, has an actions
matrix with more than 70 reform projects, some of
which have already been implemented.

Important resources that constitute a solid base for
emergence of the economy
3.3.1
With a GDP of USD 173 billion in 2015,
Algeria is the 4th economic power in Africa. In view
of its geographic location, the size of its domestic
market, and its natural resources (1st African exporter
of gas and 4th exporter of crude oil), Algeria has the
resources required for ensuring the transformation and
diversification of its economy. Algeria’s economic
development has for long relied on the industrial sector.
That is why the country has a large industrial base
developed during the 70s, and its significant potential
could again be re-energized with more efficient use of
the existing productive system. Development of the
country's resources, particularly energy, provides a
solid base for vertical diversification of the
hydrocarbons derivative value chain. A relatively welldeveloped economic infrastructure, a domestic market
of over 40 million inhabitants, as well as proximity to
the European, North African and sub-Saharan markets
also give Algeria significant advantages in terms of
potential economies of scale and opportunities for
market access. In addition, the Algerian diaspora,
estimated at nearly 7 million people, is relatively large,
but remittances are limited (about 2 billion per year)
and account for less than 1% of GDP (as against 6.5%
for Morocco and 5% for Tunisia). This population
could be an important source for helping to increase
investments and transfer skills. The population could
also be a solid base for Algeria to diversify its economy
and position itself in the medium term as an emerging
country.

3.3.4
At institutional level, a system has been
established with entities responsible for investment
development (ANDI with its 48 one-stop shops), SME
promotion (ANDPME) or access to land (ANIREF). In
addition to these measures, a guarantee fund (FGAR)
has been established to facilitate SME access to
financing and an investment fund has also been
established for young entrepreneurs and SMEs. More
recently, a number of transformative reforms have
been initiated (Box 2).

3.3.2
The external debt policy over the past
decade and the substantial foreign exchange
reserves collected during this period allow Algeria
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moment, with the proportion of renewable electricity at
less than 1% in the country's energy balance. It is
against this backdrop that the Renewable Energy and
Energy Efficiency Programme was launched and
adopted in February 2011 (revised in May 2015).
Through this programme, Algeria intends to position
itself as a major player in the production of electricity
from photovoltaic and wind power by integrating
biomass, cogeneration, geothermics and, beyond 2021,
solar thermal energy.

Box 2: Measures adopted to improve the business climate
-

Adoption of the new Investment Code (June 2016)

-

Adoption of the Orientation Bill on SME development by the
Cabinet Meeting.

-

Repeal of the obligation for a minimum registered capital for
the creation of a limited liability company (LLC).

-

Establishment of a Risk Pool by the Bank of Algeria to better
assess the quality of credit risk.

-

Modernization of the functioning of courts by creating the
judicial file.

-

Establishment of a common procedure for connection to
water and telecommunications with the issue of a building
permit.

-

Enactment of a Government Decree setting 20 days as the
time frame for obtaining a building permit.

3.4

Coordination of Technical and Financial
Partners

3.4.1
Since the Government’s decision not to
resort to external borrowing, cooperation with
technical and financial partners (TFP) has focused on
technical assistance activities in the form of grants.
Within this context, donor coordination has not
required any formal mechanism. Only coordination
mechanisms for bilateral cooperation have been
established. However, coordination meetings between
the donors are organized with the support of the
European Union (EU) and UNDP in the "effective
development cooperation" group. During the meetings,
there were discussions on respective experiences and
ways of ensuring better cooperation. At sector level,
there are thematic groups (economic development,
employment, private sector, vocational training, water
and sanitation, and climate).

Other measures are planned for 2019, such as the
establishment of an electronic portal for starting a
business, the computerization of the land and real estate
register, the establishment of a Single Window in three
pilot ports (Algiers, Oran and Skikda), and the overhaul
of the real estate security law. This commitment to
promote private investment in productive sectors is an
asset on which it is possible to consolidate appropriate
reforms to create a favorable investment climate and
develop the productive sector.
A strong potential for renewable energy

3.4.2
The EU is currently Algeria’s main
financial partner. Indeed, besides its commercial
component, the Association Agreement includes a
significant financial component, implemented through
the financial instrument of the European
Neighbourhood Policy. In this regard, Algeria had an
allocation of almost EUR 700 million since 2007 in the
form of grants. The United Nations, the World Bank,
and AfDB have been some of the most active partners
in Algeria over the past few years (see Annex 6). The
donor community, as well as Algeria and the various
stakeholders have a relatively consensual diagnosis of
the country’s challenges and opportunities, and
therefore priority intervention areas, including public
sector reform (including fiscal consolidation),

3.3.5
Algeria has the technical and financial
capacity to meet the country's electricity needs, as
well as the assets required for its energy transition.
Significant efforts have been made to increase the
production capacity, as evident in the development of
the installed power generation capacity over the past
decade. With the current equipment programmes, the
installed power generation capacity will attain 33 GW
by the end of 2020. The sector has also been
reorganized with the separation of power generation,
transmission and distribution activities, thereby
introducing more competition in generation and
distribution activities.
3.3.6
Furthermore, the Government gives
priority to reducing the proportion of
hydrocarbons in the energy balance. Indeed, Algeria
has a huge potential for renewable energy. As regards
solar energy alone, Algeria has one of the largest
deposits in the world, with a sunshine duration in
almost the entire country that exceeds 2,000 hours each
year. This potential remains largely untapped at the
11

economic diversification, private sector development,
and youth employment.

projects – thereby facilitating more effective
implementation of the operations.

4.

BANK STRATEGY IN ALGERIA

4.2

4.1

Current Status of the Bank’s Portfolio
in Algeria

4.2.1
Algeria’s
development
model,
supported by significant oil resources and
driven by huge public investments, has enabled
the country to record robust economic
performance and improve its development
indicators. However, Algeria’s growth over the
past decade has not sustainably reduced youth
unemployment or developed the significant
potential of non-oil productive sectors.

4.1.1
At the end of September 2016, AfDB’s
active portfolio in Algeria comprised 10
operations (see Annex 7), including 9 financed by
the Middle Income Countries Technical Assistance
Fund (MIC-TAF). The total amount of the active
portfolio is close to UA 6.3 million, that is,
approximately USD 9 million. The Bank’s
technical assistance operations focused mainly on
the Ministry of Finance and were gradually
extended to other Ministries (ICT, Agriculture,
Industry, Employment, and Water Resources) as
from 2014. The details are provided in the table in
Annex 8.

4.2.2
With the fall in oil prices, the
Authorities now have a real opportunity to
review Algeria’s development model and
undertake reforms. There is a real need to take
measures to modernize the economy and make it
more competitive. This will help to diversify the
sources of growth, lessen dependence on the
extractive sector, and enable the private sector to
gradually replace the public sector as the driver of
wealth and job creation. This is why the
Authorities have sought the Bank’s expertise in the
form of technical and financial support to meet the
challenge of structural transformation of the
Algerian economy. Accordingly, expectations
from the Bank are high.

4.1.2
The 10 operations have a disbursement
rate of 8.3%. This low disbursement rate stems
especially from the nature of the Bank-supported
operations in Algeria. In fact, the portfolio
comprises only institutional support operations
and analytical works (diagnosis, strategic studies,
etc.) whose deliverables materialize only after a
certain period of time and for which disbursements
only come at the end of the process (once the
deliverables are validated). Furthermore, the
financial commitment rate of the entire portfolio is
almost 43%, a fairly satisfactory rate for a portfolio
composed exclusively of technical assistance
operations with an average age of 3 years.

4.2.3
Having focused its 2013-2022 Strategy
on the economic transformation of Africa, the
Bank is well positioned to respond favourably
to the need of the Authorities. Indeed, it has a
proven comparative advantage in some of the
country’s priority areas (economic reforms, public
finance management, private sector development,
energy and transport infrastructure, etc.).
Furthermore, the Bank has a sound knowledge of
Algeria, which until 2006 was one of its major
partners, and of the development issues of Middle
Income Countries (MIC), more specifically those
of North Africa11. Lastly, its perception of the
challenges faced by the natural resource-rich
countries as well as economic diversification
issues, make AfDB a partner of choice for the
Authorities to provide the appropriate responses to
their development priorities.

4.1.3
It should be noted that start-up delays
were mainly recorded for projects approved
prior to 2015, given that the beneficiaries were not
conversant with the Bank’s procurement and
financial management rules and procedures. On
the other hand, the most recent operations are
being implemented satisfactorily, in accordance
with the schedule set during appraisal. This stems
from the efforts of the Bank which has reinforced
project monitoring and drawn on lessons learnt
from the initial operations financed by MIC-TAF
in Algeria. It should also be noted that the Algerian
Government has shown great willingness and
commitment - reflecting its ownership of the
11

Rationale for Bank Involvement in
Algeria

North Africa is AfDB’s primary partner, with a cumulative approval
amount of nearly UA 20 billion.
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4.3

Bank’s Strategic Orientation and
Support Pillars

implementation. The SME Development Support
Project (PADPME), financed by the Bank, already
allows dialogue to be initiated on these issues with
the Authorities. It will identify reforms to be
supported subsequently. Lastly, digital economy
development will be a priority intervention area
so as to strengthen the competitiveness of the
industrial sector and diversification of the Algerian
economy. The Bank is already involved in the
sector
through
the
e-Algeria
Strategy
Implementation Support Project (ongoing) in
which it assists the authorities in preparing the
National Strategic Plan (PNS) “DIGITAL DZ
2020”. The plan will be the roadmap for the
implementation of reforms to promote the use of
digital technology and foster the development of
the ICT sector.

4.3.1
Consistent with the Government’s
priorities and in light of the challenges facing the
Algerian economy and areas in which the Bank has
a comparative advantage, it is proposed that the
partnership strategy with Algeria should focus on:
(i) Support for industrialization, enhancement of
competitiveness and development of value chains
(Pillar 1); and (ii) Support for transformation of
the energy sector (Pillar 2). This orientation is
consistent with three of the Bank High 5s, namely:
“Industrialize Africa” and “Feed Africa” (for Pillar
1); and “Light up and power Africa” (for Pillar 2).
Support for reforms and promotion of employment
(particularly for young people and women) will
have a cross-cutting dimension and underpin all
the interventions.

4.3.4
In the agriculture sector, the Bank
intends to support reforms aimed at promoting
the development of agricultural production and
creating an environment favourable to
investment in agro-industry (land tenure,
access to markets, financing, etc.). Its
intervention will therefore fall within the
framework of the Government’s strategy in the
sector, as set forth in the Strategic Agriculture Subsectors Development Goals for 2016-2019. The
latter aims to increase production and develop
strategic agricultural and agro-food streams
intended for export. It also makes private
investment the driver of agricultural growth. In
this regard, the Bank’s intervention will be aligned
with the orientations of the 2016-2025 Strategy for
the Transformation of Agriculture in Africa. The
Bank will also focus its attention on food security.
Hence the importance of supporting operations
adapted to the challenges of productivity and
scarcity of water resources (e.g. water saving,
efficient management and mobilization of water
resources, reuse of treated wastewater, etc.) and
putting in place mechanisms and instruments to
prevent the effects of climate change (financing,
insurance, technology transfer, warning systems,
non-conventional resources, etc.).

Pillar 1: Industrialization, Competitiveness and
Development of Value Chains
4.3.2
Under this pillar, the Bank intends to
conduct reforms to improve the competitiveness of
the economy and enhance the potential of
productive sectors (especially industry and
agriculture), as well as reposition them at the core
of the country’s development strategy. The aim
ultimately is to diversify the economy and foster
the creation of employment, particularly for young
people.
4.3.3
As set out in its Industrialization
Strategy for Africa, the Bank’s interventions
under this pillar will focus on support for the
preparation of public policies, establishment of
an appropriate institutional and regulatory
framework, and creation of investmentfriendly conditions. This is why the Bank will
support the Authorities in efforts to prepare a
strategy for promotion of the industrial sector and
development of growth sectors as part of the Study
on Economic Diversification (ongoing). The
analysis made by this study and the related
recommendations will identify reforms to
revitalize the industrial sector, especially the
manufacturing industry, and leverage the
country’s comparative advantages (natural gas,
mineral resources, etc.). Under this component, the
interventions will focus on improving the business
climate. Significant reforms have been initiated
(see §3.3.3). The Bank will seek to deepen the
reforms and support the Authorities in their

4.3.5
Without a stable macroeconomic
framework and balanced public finance,
productive sectors development and private
investment promotion strategies would only
succeed partially. This is why the Bank intends to
support
the
Government
in
budgetary
consolidation and strengthening of public finance
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management. In this regard, the Bank will, through
reform programmes, support initiatives aimed at
controlling public spending and better targeting
subsidies (e.g. reform of subsidies for energy
products, etc.). Similarly, it will support measures
to improve the performance of taxation and
mobilize more tax revenue (non-oil). The issue of
public investments efficiency and effectiveness
will also be of particular interest. In this regard, the
Bank will build capacity in the evaluation and
implementation of major equipment projects in
continuity with its previous interventions with
CNED. In addition, it will explore ways of
ensuring more private sector participation in the
financing/management/operation of infrastructure
projects, particularly in public-private partnership
(PPP).

special emphasis on improving the governance of
the electricity sector through policy-based
operations. The Bank will support the
Government’s actions towards deepening the
reforms. To that end, in consultation with the
Authorities, the Bank intends to conduct an
"energy sector review" which will provide better
insight into the sector’s organization and help to
better define its focus areas. The Bank will also
endeavour to support the Authorities - in
particular, CREG (Electricity and Gas Regulation
Commission) - with a view to improving the
operation and regulation of the electricity market.
Energy efficiency will also be an essential focus
area of the Bank. The control of energy
consumption and efficiency are among the
priorities of the Government’s strategy in the
sector. The new National Energy Efficiency
Programme (2016-2030) has been launched. The
Bank will support this transition through technical
assistance and reforms.

4.3.6
The Bank will pay special attention to
aspects relating to job creation, especially for
youths, in all its operations in line with the Youth
Employment Strategy for Africa, 2016-2025. To
that end, the Study on Inclusive Growth and
Employment, financed by the Bank, will conduct
appropriate diagnoses and identify reforms to be
supported (labour market, education and training
system, incentive mechanisms, integration
mechanisms, etc.) to better meet business needs
and target measures to promote the employment of
young graduates.

4.3.9
The second focus area under this pillar
concerns improvement of supply and support
for energy transition through the development
of renewable energies. The Bank will, first of all,
seek to support the Authorities to meet the
country’s growing power needs. Its intervention
will build on the Government’s energy sector
programme priorities for the 2015-2018 period. It
should be noted that this programme seeks to
develop power generation resources for a total
installed capacity of 8414 MW; (ii) 11,852 km of
power distribution networks with 301 associated
transformer stations; (iii) 75,744 km of power
distribution networks with 36,462 associated
transformer stations. This support will be given
mainly through SONELGAZ.

Pillar 2: Support for Transformation of the
Energy Sector
4.3.7
The interventions under this pillar will
aim to improve energy sector efficiency,
organization and governance, as well as to
gradually support Algeria’s energy transition.
These interventions will be in line with the
guidelines of the Bank Group's 2016-2025
Strategy for the New Deal on Energy for Africa.

4.3.10 The Bank will also support Algeria in
the development of renewable energy,
particularly solar energy, so as to diversify the
country’s energy mix. Its interventions will be
aligned with the priorities of the Renewable
Energies and Energy Efficiency Programme. This
programme mainly seeks to install power from
renewable sources to the tune of 22,000 MW by
2030. By that date, 37% of the installed capacity
and 27% of power generation for domestic

4.3.8
The Authorities attach particular
importance to organizing the sector12 and
improving its performance. In this connection
and as from 1 January 2016, electricity and gas
prices were reviewed (for the first time since 2005)
and changes were made to the taxation of energy
products. Accordingly, the Bank intends to lay
12

From 2002, with the publication of the Law 02-01 on electricity and
gas, Algeria initiated the reorganization of the electricity sector with a
view to involving private operators in production.
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consumption would be from renewable sources.
The Bank will provide the Government with
technical and financial support in the
implementation of this programme. As part of its
intervention, the Bank will focus on instituting a
favourable regulatory framework and creating
conditions required for greater private sector
involvement.

and performance of projects implemented by the
State.
4.4.2
Outcome
1.2:
The
business
environment is more investment-friendly and
promotes business creation. The gradual Banksupported rebalancing of public accounts will
make the climate more conducive for local and
foreign private investors. The latter’s confidence
will be strengthened as the public authorities’ urge
to increase taxes in order to reduce deficits will
decrease. By supporting reforms aimed at
reviewing the regulatory framework governing the
private sector (investment code, framework law
for SME development, facilitation of land
allocation, establishment of a regulatory
framework for the digital economy, etc.), the Bank
will contribute to addressing investment
constraints, particularly in the industrial sector,
and diversifying the economy. Actions such as
overhauling the institutional SME-support
mechanism (organizational audit of ANDPME)
and reviewing business-support mechanisms,
planned under PADPME13, will help to strengthen
the effectiveness of Government intervention in
favour of SMEs. The measures supported by the
E-Algeria Strategy Support Project (digitization of
administrative documents, electronic certification,
etc.) will help to develop digitization in the
administration and thereby contribute to efforts
made by the authorities to modernize the public
sector and facilitate procedures for creating
businesses. The National Strategic Plan (PNS)
“DIGITAL DZ 2020” will provide the authorities
with an action plan for development of the digital
economy, including the appropriate legal and
regulatory framework. Implementation of the
recommendations of the said plan will be
supported by the Bank through policy-based
(sector) reforms and financing of investment
projects.

Figure 9: Interim CSP Strategic Framework
Overall objective: Accelerate economic transformation and
strengthen the resilience of the Algerian economy
Pillar I: Support industrialization, improve
competitiveness and develop value chains

Pillar II: Support the transformation of the
energy sector

Intervention Thrust 1.1: Improve
economic
competitiveness
(fiscal
consolidation,
business
climate,
employment, ITC/digital economy).

Intervention Thrust 2.1: Improve
governance
and
energy
sector
effectiveness.

Intervention Thrust 1.2: Promote
productive sectors and develop value
chains (industry, agriculture and
agroindustry).

Intervention Thrust 2.2: Develop
energy supply and promote renewable
energies.

Pillar I Objective: Diversify the sources of
growth and revenue, and create jobs
especially for youths.

Pillar II Objective II: Meet the country’s
energy needs and develop renewable
energies.

Industrialize Africa
Light up and Power
Africa
Feed Africa

4.4

Expected Outcomes and Targets

Pillar 1: Industrialization, Competitiveness and
Development of Value Chains
4.4.1
Outcome 1.1 Improvement of public
finance management and creation of conditions
for budgetary consolidation. The Bank’s
intervention (policy-based operations and TA for
public finance management) will contribute to the
gradual improvement of budgetary balances
thanks to better public expenditure control
(streamlining of subsidies on energy products,
current expenditure control, etc.) and increased
revenue (broadening of the tax base, increased
non-oil revenue, etc.). This will allow for more
diversified and stable revenue sources for the State
budget and make the latter less dependent on oil
price fluctuations. Budgetary consolidation will
provide additional leeway for support for public
investment programmes. Through its support for
public investment management, the Bank seeks to
improve the planning, implementation (cost
control, compliance with schedules, etc.), quality
13

4.4.3
Outcome 1.3: Enhancement of
industrial potential and revival of the
manufacturing
industry.
The
Bank’s
interventions will help to boost the effectiveness of
industry-support policies, as well as support
mechanisms for this sector. This will help to boost
industrial production and increasing the rate of
local integration into national production. The

The contract with the Consulting Firm was signed and finalized in
August 2016 The first deliverables are expected in December 2016

15

diagnosis scheduled14 under the Study on
Economic Diversification will provide better
insight into the challenges of the industrial sector.
Its recommendations will indicate the measures to
be taken, as well as their sequencing for industrial
diversification, growth in industrial sectors, and
greater integration in global value chains. The
Bank will also support the Government in
identifying financing instruments adapted to the
needs of operators in the industrial sector and the
various phases of the business cycle. These
measures will also promote the gradual
rebalancing of the (non-oil) trade balance given
that part of the imports will be supplemented by
local production. Finally, the knock-on effects of
public investment - whose impact has been
diminished by a significant content in imports of
capital goods - will be strengthened thanks to a
higher local integration rate. Ultimately, these
measures will help to increase the share of the
industrial sector in GDP.

bridge territorial disparities and promote balanced
and sustainable development.
4.4.5
Outcome 1.5: Creation of jobs in the
productive sector. The recommendations of the
Study on Inclusive Growth and Employment will
help to identify job-generating sectors (industry,
services, and agro-industry). In this regard, this
study is complementary to the Study on Economic
Diversification. Similarly, it will be used to
prepare the Bank’s subsequent interventions in this
area; the interventions will help to overhaul
employment promotion mechanisms for greater
efficiency and better match between training and
labour market needs. Ultimately, this will foster
job creation, especially for young people, in the
productive sectors.
Pillar 2: Support for Transformation of the
Energy Sector
4.4.6
Outcome 2.1: Improvement of energy
sector efficiency and governance: The
governance and effectiveness of the electricity
sector will be strengthened through Banksupported reforms and institutional support for the
sector stakeholders. In this regard, the energy
sector review will help to identify the reforms to
be implemented to improve the operation and
efficiency of the various stakeholders in the sector.
In addition, Bank support for measures aimed at
optimizing subsidies, harmonizing the fiscal
framework of energy products, and rationalizing
consumption will reduce the weight of subsidies to
energy products in the State budget. Similarly, it
will help to improve the performance of operators
in the sector.

4.4.4
Outcome 1.4: Increase in agricultural
production, reduction of food trade balance
deficit, and building of value chains. Through
support for establishment of public policies and
appropriate regulations, the Bank will help to lift
obstacles to agricultural sector investment. This
will boost production. Its support for sector
organization will help to develop strategic subsectors (cereals, milk, feed, meats, and dry
vegetables). Its intervention in investment projects
(agricultural infrastructure, water savings,
agricultural transformation, logistics, etc.) will
improve productivity and farm yields, as well as
strengthen interactivity between production and
processing chains. This will foster the
development of agro-industry. Ultimately, the
share of agricultural and agro-food sectors in GDP
will be improved. The actions supported by the
Bank will also contribute to strengthening food
security and gradually rebalance the trade balance
thanks to the substitution of food and agro-food
product imports. The attractiveness of rural areas
will thus also be strengthened through better
employment opportunities in the agricultural
sector, especially for young farmers. This is likely
to improve living conditions in rural areas,
especially for young people and women, as well as

14

4.4.7
Outcome 2.2: Contribution to meeting
the country's energy demand. The Bank’s
support will shore up Government efforts to secure
and guarantee continuity of power supply. The
establishment of additional energy capacities
through SONELGAZ’s investment support
programme will help to meet rising needs and
maintain the electricity connection rate. Similarly,
it will contribute to supporting the industry
recovery policy, given that reliable and cheap

The contract with the Consulting Firm was signed and finalized in 2016.
The first deliverables are expected in December 2016
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power supply is an important competitiveness
factor.

risk is deemed "moderate" (see Annex 10). Some
of the major weaknesses observed during this
assessment will be addressed by technical
assistance and institutional support operations.
The Fiduciary Strategy resulting from the CFRA
will enable the Bank to maintain comprehensive
dialogue with all stakeholders in public finance
management and control. The ongoing selfevaluation of public finance management using the
PEFA methodology will conduct the required
assessment and measure the performance of the
various public finance management pillars. The
results will underpin future reforms that the Bank
could support.

4.4.8
Outcome 2.3: Diversification of the
energy mix through promotion of renewable
energies. By contributing to building the
production capacity of electricity from renewable
sources and establishing the appropriate regulatory
framework for increased involvement of private
operators in the sector, the Bank will contribute to
diversification of the country’s energy mix. In
addition, it will contribute to preserving fossil-fuel
resources,
while
meeting
environmental
challenges. The Bank’s intervention will also help
to boost the local renewable energies industry
which will be both inclusive - thanks to its
establishment in the southern and upper plateaux
area - and capable of generating value added and
jobs, especially for youth and women.
4.5

4.5.3
Support for the public investment
programme (agriculture, electricity, etc.) will
begin in 2018. To this end, the AfDB window will
be used to finance investment projects. These
operations could be co-financed with the
Government
(through
its
counterpart
contribution), and
possibly with
other
development partners (e.g. Japanese Cooperation JICA, etc.). Depending on the nature of each
project and the amount of financing required, the
Bank will explore the possibilities of mobilizing
additional resources under initiatives such as:
Africa Growing Together Fund (AGTF) and the
Accelerated Co-financing Facility for Africa
(ACFA), and thematic trust funds (in particular for
interventions in the energy sector) such as the
Clean Technology Fund (CTF) and Africa
Renewable Energy Initiative (AREI), etc. It should
be noted that during project appraisal, the Bank
will ensure that specific measures related to
"gender" and youth employment, as well as
capacity building, will be systematically included.

Mobilization
of
Implementation
Resources and Instruments

4.5.1
To
implement
the
proposed
partnership, the Bank intends to use the range
of instruments available with the ADB's public
and private sector windows. The transformation
of Algeria’s economic model will be supported by
policy-based programmes implemented through
programme-based (PBOs), general (2016) or
sector operations (energy, agriculture, industry,
etc.), as from 2017, once the recommendations of
Bank-financed strategic studies become available.
PBOs are indeed the most appropriate instrument
for in-depth dialogue on development strategies
and policies and support for reforms initiated at
national level.
4.5.2
In order to use PBOs, the Bank first
conducted a Country Fiduciary Risk
Assessment (CFRA). This review, focused on
financial management and procurement, produced
reliable information for: (i) greater use of national
public finance management systems and subsystems in Bank-financed project and programme
implementation mechanisms; and (ii) support for
public finance management reforms. Based on the
outcomes of this assessment and in light of
Algeria’s current positive approach in public
finance management thanks to the reforms
conducted by Government, the country’s fiduciary
15

4.5.4
In addition to the direct financing of
projects, the Bank will also help in structuring
and financing operations in the form of PPPs.
In this regard, the North Africa PPP hub will play
a major role in terms of advisory services, training
and capacity building. The AfDB Non-Sovereign
Guaranteed Window may also be sought15, in
particular to grant lines of credit to local banks and
financial institutions. The Bank may also explore
the possibilities of using Partial Credit Guarantees
(PCG) following the promulgation of Decree No.
13-320 of 26 September 2013 relating to

Subject to the revision of regulatory provisions relating to non-use of
financing from external sources by Algerian registered operators.
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conditions governing the financing of direct
foreign investments.

Ministry of Finance and sector Ministries. In light
of these priorities, an annual work programme will
be prepared, discussed and then validated by the
Authorities. The programme will include both
projects/programmes to be financed and nonlending operations (analytical work, technical
assistance, etc.). For PBOs, dialogue with the
Authorities will focus on the scope and sequencing
of reforms, as well as on maturity and ownership
of the proposed measures. With respect to
investment projects, discussions will focus
primarily on the availability of prior technical
studies, implementation arrangements, and
national
counterpart
contribution
issues.
Regarding
non-sovereign
guaranteed
operations, the Bank will maintain dialogue
with the Government on opportunities to
support the local private sector. Similarly, the
Bank will discuss conditions for using guarantee
instruments and financing in local currency.

4.5.5
Analytical works will also continue to
play a key role in dialogue with Algeria. These
works will help to highlight issues in the various
sectors and identify the reforms to be supported. In
addition to MIC-TAF, the Bank could use the
resources of thematic trust funds, such as the
African Water Facility (AWF), FAPA, etc.
4.6

Dialogue with the Country

4.6.1
After a break of over 10 years of loan
financing operations, the Bank is about to
resume "conventional" partnership with
Algeria. However, a number of prerequisites – for
the Bank and for Algeria - are necessary for this to
be fully operational. These issues will be at the
core of dialogue with the Authorities.
4.6.2
First of all, the Bank should improve its
knowledge of sectors in which it intends to
operate, especially as the reform programmes
will be central to its partnership with Algeria.
Accordingly, environmental control and sector
governance are vital prerequisites for effectiveness
of Bank operations. That is why the Bank intends
to conduct a review of the energy sector (see §
4.3.8), a sector in which it has not been involved
in Algeria for many years. However, it should be
noted that in most of the other sectors in which the
Bank intends to intervene (business climate,
industry, finance, agriculture, employment, public
finance management, ICT and digital economy,
etc.), the Bank has maintained regular dialogue
with the Authorities. This dialogue has been
sustained mainly by ongoing strategic studies of
which the assessments and recommendations will
inform its subsequent interventions. The Bank can
therefore quickly become operational and capable
of identifying the priorities and challenges in each
of these sectors. The Bank’s presence on the
ground, through DZFO (see Annex 9), has thus
been a major asset in the sense that it allowed for
uninterrupted dialogue with the Authorities
despite the lack of loan financing.

4.6.4
In order to increase its commitment in
the coming years, the Bank must improve its
knowledge of Algeria’s fiduciary management.
The Country Fiduciary Risk Assessment (CFRA)
helped to identify the fiduciary risks and propose
adequate actions and mitigation measures. Based
on the outcomes of this assessment, and in light of
Algeria’ current positive approach in public
finance management thanks to reforms conducted
by Government, the country’s fiduciary risk is
deemed "moderate" (see Annex 10). Some of the
major weaknesses observed during this assessment
will be addressed by technical assistance and
institutional support operations. The Fiduciary
Strategy resulting from the CFRA will enable the
Bank to maintain comprehensive dialogue with all
stakeholders in public finance management and
control. The ongoing self-evaluation of public
finance
management
using
the
PEFA
methodology will conduct the required assessment
and measure the performance of the various public
finance management pillars. The results will
underpin future reforms that the Bank could
support.
4.6.5
Lastly, in its dialogue with the
Authorities, the Bank will pay particular
attention to the promotion of regional
integration, which is one of its High 5s.
Therefore, it will support Algeria’s efforts to
further diversify its partnerships and promote its
trade with sub-Saharan African and North African

4.6.3
Furthermore,
the
multi-annual
indicative planning of Bank activities (see
Annex 1) requires regular dialogue with the
Government. The latter will need to prioritize
areas of partnership with the Bank. This also
requires some internal coordination between the
18

countries, in accordance with the guidelines and
priorities of the Regional Integration Strategy
Paper for North Africa 2017-2021 (being
finalized). Gender and youth employment issues
will also be at the core of dialogue with the
Authorities.
4.7

2011, following the deterioration of the sovereign
credit ratings of Tunisia and Egypt. Lending to
Algeria could increase this regional concentration.
However, it is important to qualify that a
commitment in Algeria would rather enhance the
Bank’s overall lending capacity and improve its
capital adequacy ratio. This is due to Algeria’s
relatively high rating estimated at "BB”16 and
Algeria’s preferred creditor treatment (PCT)
according to the S&P method on account of the
country’s very low multilateral debt ratio.

Monitoring and Evaluation

4.7.1
The Results Monitoring Framework
(see Annex 2) will serve as reference framework
to assess the progress made in the achievement
of its objectives. The I-CSP implementation status
will be assessed by DZFO during the Bank’s
dialogue missions, through a review of output and
outcome indicators. The conclusions and
recommendations of these reviews will be
discussed with the Government. A completion
report will be prepared at the end of the Interim
Strategy implementation period. The report will
assess the progress made towards achieving the
proposed development objectives. It will also help
to confirm the relevance of the focus areas and
approaches adopted in this strategy or, based on
the lessons learnt, introduce adjustments in view
of preparation of future CSPs. During monitoring,
the Bank will pay particular attention to the
mainstreaming of women’s concerns, as well as
effective measures taken to foster youth
employment.
4.8

4.8.3
Reversal of situation: Since June 2014,
the price of a barrel of oil ("OPEC basket price")
has declined to nearly USD 20 in January 2016,
but recorded an upturn to reach almost USD 50 in
June 2016. Therefore, there is a possibility that the
situation will be reversed in favour of higher oil
prices. However, the Algerian Government’s
determination to review the country’s growth
model for a more diversified economy is clear and
transcends fluctuations in oil prices. This shows
the Government’s keen interest in the effective
implementation of reforms required for a transition
from an economy highly dependent on changing
oil prices to one that is competitive, diversified and
driven by productive sectors.
5.

Risks and Mitigation Measures

5.1.1
After a decade as a non-borrowing
regional member country, Algeria is seeking
the Bank’s support to accelerate the
implementation of reforms aimed at the structural
transformation and diversification of its economy.
To that end, this Interim Country Strategy Paper
seeks to provide an operational framework for the
Bank’s re-engagement to support the achievement
of the objectives of the Government’s 2016-2019
"New Economic Growth Model”.

4.8.1
Difficulties in Implementing Bankfinanced Projects: After more than ten years of
non-use of external financing, the staff of
executing agencies could encounter difficulties
because they are not conversant with the rules and
procedures of donors, including the Bank. To
mitigate this risk, all projects will include a
component on the capacity building of beneficiary
structures. In addition, the Country Office will
ensure close monitoring and organize appropriate
training. Finally, the possible use of country
systems, an approach fostered by the Bank, will
also reduce this risk.

5.1.2
Operations will be developed around the
following
pillars:
(i)
Industrialization,
competitiveness and development of value chains
(Pillar 1); and (ii) Support for transformation of the
energy sector (Pillar 2).

4.8.2
Risk of concentration in the North
Africa region. More than 60% of the Bank’s
portfolio is currently committed in three North
African countries (Tunisia, Morocco and Egypt).
This regional concentration penalized the Bank in
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CONCLUSIONS AND
RECOMMENDATION

5.1.3
This I-CSP for Algeria is hereby
submitted to the Board for consideration and
approval.

Based on the June 2015 private equity report by S&P.
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ANNEXES
Annex 1: Indicative Lending Programme for 2016-2018 Period
Year 2016
Project/Programme Name

Instrument

Amount

Pillar 1: Industrialization, Competitiveness and Development of Value Chains
Industrial competitiveness and energy
support operation for Algeria (fiscal
consolidation,
competitiveness
and
diversification)

PBO (General)

USD 1 billion

Support for public finance management
reforms

MIC-TAF

USD 1.5 million

Support for organization of the Algeria-subSaharan Africa forum on partnership and
investment

MIC-TAF

USD 0.5 million

Year 2017
Pillar 1: Industrialization, Competitiveness and Development of Value Chains
Programme-based operation in support to
economic
diversification
(agriculture
/industry)

PBO (Sector)

USD 700 million

Technical support for CNED

MIC-TAF

USD 1 million

Technical support for the agricultural sector

MIC-TAF

USD 1 million

Pillar 2: Support for Transformation of the Energy Sector
Support for the energy sector

PBO (Sector)

USD 300 million

Review of the energy sector

MIC-TAF

USD 1 million

Year 2018
Pillar 1: Industrialization, Competitiveness and Development of Value Chains
Programme-based operation to support
competitiveness
(business
climate,
employment, digital economy/ICT)
Support for agriculture and agro-industry

PBO (general)

USD 500 million

Project loan

USD 250 million

Pillar 2: Support for Transformation of the Energy Sector
Support for SONELGAZ investment
programme (electricity sector).

Project loan

USD 250 million

Support for public finance management
reforms (Phase 2)

MIC-TAF

USD 1.5 million

NB: This programme is indicative and will be improved through continuous dialogue with the Algerian authorities.
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Annex 2: Indicative Results Matrix
COUNTRY’S
DEVELOPMENT
OBJECTIVES

MAJOR CONSTRAINTS

FINAL OUTCOMES
(expected at end of I-CSP period in
2018)

FINAL OUTPUTS
(expected at end of I-CSP period
in 2018)

BANK OPERATIONS

Pillar 1: Industrialization, Competitiveness and Development of Value Chains
Operate
budget
consolidation and improve
effectiveness of public
spending.

Improve the country’s
business
climate
and
attractiveness
for
investment.

Sub-Pillar 1.1: Improvement of the economy’s competitiveness factors
The share of budgetary revenue from oil Broadening of the tax base and improved Non-oil revenue rises from 15.9% of
remains high, rendering the State budget non-oil tax revenue
GDP in 2015 to 16.9% of GDP in
2018 as a result of reinforcement of
dependent on price fluctuations.
the tax collection mechanism.
Subsidies (energy, welfare, etc.) and tax Reduction in current expenditure by
expenditures (exemptions, interest rate streamlining and capping certain Current expenditures fall from 28% of
subsidies, etc.) have a significant impact on expenditures, grants and social aid.
GDP in 2015 to 25% of GDP in 2018.
the State Budget without always being
effective.
Capacity building for evaluation and
quality control of the costs of major Improvement of the administration’s
The effectiveness of public investment equipment projects.
knowledge in the implementation of
spending remains below the regional
public-private partnership (PPP)
average.
operations.
Certain weaknesses (access to financing,
administrative formalities, etc.) continue to
negatively impact the business climate in
Algeria.

Increase in private investment in
productive sectors thanks to the
establishment of an incentive regulatory
framework.

SME support
efficient.
Facilitation
procedures.

of

structures

business

are

more

start-up

Improvement of SME access to financing.

ii

- Promulgation of the new investment
code
-Adoption of framework law for SME
development
- Establishment of regulatory
framework on the digital economy.
-Recommendations
of
the
organizational audit of support
structures are implemented.
-Facilitation of land allocation.
-Digitization
of
administrative
documents, development of electronic
certification.
-Preparation of evaluation of the SME
financing support mechanism.

Ongoing operations:
Capacity building for the
Ministry of Finance
New operations
- Industrial and Energy
Competitiveness
Support
Programme (PACIE) in 2016
-Technical assistance to
CNED (in 2017).
Capacity building in public
finance management (in
2016)
Ongoing operations:
SME Development Support
Project (PADPME).
New operations
- Industrial and Energy
Competitiveness
Support
Programme (PACIE) in 2016
Ongoing operations:
-E-Algeria
Strategy
Implementation Project

Enhance
economic
diversification
and
competitiveness
and
develop the potential of the
industrial sector

Improve productivity and
competitiveness of the
agricultural sector, and
reduce
food
products
import bill.

Sub-Pillar 1.2: Economic diversification and development of value chains
With a share of less than 5% of GDP, the The reforms to be introduced to enhance -A diagnosis of the industrial sector
industrial sector does not sufficiently the industrial sector’s competitiveness including an evaluation of sector
contribute to wealth creation and and make it an engine of growth and of strategies and support mechanisms is
employment, and its high potential is not wealth and job creation are identified and available.
adequately developed.
implemented
following appropriate
sequencing.
-Recommendations of public policy
Inadequate diversification of the industrial The Authorities adopt an action plan for measures in the industrial sector are
sector, and non-oil exports are very limited. diversification of the industrial sector and proposed to the Authorities, discussed
development of growth sectors.
and validated.
-Industrial sub-sectors with potential
(employment/value
added/exports)
are identified. An action plan for their
development is developed and
validated.
The authorities implement reforms to The National Strategic Plan (PNS)
develop the digital economy and ICT “DIGITAL DZ 2020” is finalized and
sector.
validated, and its recommendations
implemented.

Need to lift constraints from investment in
the agricultural sector through reforms.

The agricultural and agro-industrial sector
is not very competitive and its considerable
potential inadequately tapped.

Gradual lifting of constraints from
investment in the agricultural sector
through implementation of public policies
and appropriate regulations.

-Reforms to be conducted to develop
investment in the agricultural and
agro-industrial sector are identified.
-An
action
plan
for
their
implementation is proposed to the
Authorities, discussed and validated.

Increase in the productivity of farms, rise
in the production and development of the
agro-industrial sector.

iii

-Investment in agricultural and hydroagricultural/water-saving irrigation
infrastructure carried out.

Ongoing operations:
- Study on economic
diversification
- SME Development Support
Project (PADPME).
New operations
- Industrial and Energy
Competitiveness
Support
Programme (PACIE) in 2016
- Support for economic
diversification
(agriculture/industry)
in
2017.
Ongoing operations
e-Algeria strategy support
project
New operations
- PBO to support economic
competitiveness
(business
climate, employment, digital
economy, ICT) in 2018
Ongoing operations:
-Support for the promotion of
young
agricultural
entrepreneurs.
New operations
-Support for reforms to
support
economic
diversification
(agriculture/industry)
in
2017.
-Agriculture
and
agroindustry sectors investment
project (in 2018).

Implement reforms to
better meet labour market
needs.

Need to re-qualify the human resources in
key sectors and reduce the unemployment
of young people and women.

The reforms likely to improve the match
between training and labour market needs
are identified and implemented.
Employment promotion mechanisms especially for youths and women - are
reviewed
and
their
effectiveness
improved.

A diagnosis of the employment
structure, employment generation
sectors - especially for women and
youths - and of employment
promotion mechanisms is carried out.
- Segmentation of job profiles is

conducted.

Ongoing operations:
-Study on inclusive growth
and employment.
New operations
Programme-based
operation
to
support
economic competitiveness
(business
climate,
employment,
digital
economy, ICT) in 2018

Pillar 2: Support for Transformation of the Energy Sector
Improve energy sector
governance and efficiency.

Meet
the
increasing
demand for energy.

Support energy transition
and promote renewable
energies.

Sub-Pillar 2.1: Improvement of energy sector governance and efficiency
Weight of subsidies to energy products in Improvement of sector governance -Readjustment of electricity and gas
the State budget. Need to improve the through streamlining of subsidies and rates
performance of operators in the sector.
energy consumption, increase in revenue - Harmonization of tax framework on
Significant increase in the consumption of and improvement of the performance of energy products (increase in VAT
energy products.
stakeholders in the sector.
rate, etc.)
- Increase in tax on petroleum
Promotion of energy savings and products (TPP).
efficiency.
Sub-Pillar 2.2: Development of power supply and promotion of renewable energy sources
Need to support the public investment Satisfaction of the country’s energy Establishment of additional power
programme in the energy sector against the demand and provision of reliable and production capacity through support
backdrop of declining budgetary resources. cheap power supply.
to the SONELGAZ investment
programme.
Algeria has a considerable renewable An approach for diversification of power Review of the sector’s governance and
energy potential which is not sufficiently generation sources through gradual proposal of reform measures to be
tapped.
inclusion of renewable energies in the introduced to develop investment in
energy mix is validated by the power generation from renewable
Authorities.
sources.
Production, by the Authorities, of a
national renewable energy industry
development strategy.

The outputs and outcomes of the new projects proposed are indicative and will be improved/adjusted following the appraisal of operations.

iv

New operations
- Industrial and Energy
Competitiveness
Support
Programme (PACIE) in 2016
-Support for reforms in the
energy sector (in 2017).
-Review of energy sector
governance (in 2017).

New operations
-Investment
project
(SONELGAZ) in 2018.
New operations
-Support for reforms in the
energy sector (in 2017).
-Review of energy sector
governance (2017).

Annex 3: Key economic indicators
Indicators

Unit

2000

2011

2012

2013

2014

2015 (e)

2016 (p)

Million US $

48 958
1 570
54 796
54 796
3,8
2,4
23,5
7,8
15,7
41,7

168 164
4 580
200 014
82 226
2,8
0,9
38,0
25,5
12,5
54,8

192 813
5 150
209 047
84 934
3,3
1,3
39,1
25,2
13,9
54,1

208 878
5 470
209 703
87 312
2,8
0,8
43,4
27,3
16,1
53,8

213 360
5 480
213 518
90 630
3,8
1,8
45,6
28,7
16,9
56,8

...
...
173 045
94 194
3,9
2,0
48,5
29,0
19,5
68,0

...
...
171 066
97 380
3,4
1,6
51,6
30,6
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79,4
9,5
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36,7
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-3,3
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1,8
2,2
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2 661

8,7
1,7
1 267
158
1 488

14,5
1,6
...
...
...

12,7
1,3
...
...
...

National Accounts
GNI at Current Prices
GNI per Capita
GDP at Current Prices
GDP at 2000 Constant prices
Real GDP Growth Rate
Real per Capita GDP Growth Rate
Gross Domestic Investment
Public Investment
Private Investment
Gross National Savings

US$
Million US $
Million US $
%
%
% GDP
% GDP
% GDP
% GDP

Prices and Money
Inflation (CPI)
Exchange Rate (Annual Average)
Monetary Growth (M2)
Money and Quasi Money as % of GDP

%
local currency/US$
%
%

Government Finance
Total Revenue and Grants
Total Expenditure and Net Lending
Overall Deficit (-) / Surplus (+)

% GDP
% GDP
% GDP

External Sector
Exports Volume Growth (Goods)
Imports Volume Growth (Goods)
Terms of Trade Growth
Current Account Balance
Current Account Balance
External Reserves

%
%
%
Million US $
% GDP
months of imports

Debt and Financial Flows
Debt Service
External Debt
Net Total Financial Flows
Net Official Development Assistance
Net Foreign Direct Investment

% exports
% GDP
Million US $
Million US $
Million US $

Inflation (CPI),
2004-2016

%

Real GDP Growth Rate, 2004-2016

7,0

10

6,0

30,0
25,0
20,0
15,0
10,0
5,0
0,0
-5,0
-10,0
-15,0
-20,0

8

5,0
4,0

6

3,0

4

2,0

2

1,0

0

2 016

2 015

2 014

2 013

2 012

2 011

v

2 010

Source : AfDB Statistics Department; IMF: World Economic Outlook, October 2015 and International Financial Statistics, October 2015;
AfDB Statistics Department: Development Data Portal Database, March 2016. United Nations: OECD, Reporting System Division.
Notes:
… Data Not Available
( e ) Estimations
( p ) Projections

2 009

2 008

2 007

2 006

2 005

2 004

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

0,0

Current Account Balance as % of GDP,
2004-2016

Last Update: April 2016

Algeria
Annex 4: Comparative Socio-economic
indicators
COMPARATIVE SOCIO-ECONOMIC INDICATORS
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Sources : AfDB Statistics Department Databases; World Bank: World Development Indicators;
last update :
UNAIDS; UNSD; WHO, UNICEF, UNDP; Country Reports.
Note : n.a. : Not Applicable ; … : Data Not Available. * Labor force participation rate, total (% of total population ages 15+)
** Labor force participation rate, female (% of female population ages 15+)
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Environmental Indicators
Land Use (Arable Land as % of Total Land Area)
Agricultural Land (as % of land area)
Forest (As % of Land Area)
Per Capita CO2 Emissions (metric tons)
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Education Indicators
Gross Enrolment Ratio (%)
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- Total
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Primary School Female Teaching Staff (% of Total)
Adult literacy Rate - Total (%)
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Adult literacy Rate - Female (%)
Percentage of GDP Spent on Education
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859,8
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1,1
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...
160,0
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Daily Calorie Supply per Capita
Public Ex penditure on Health (as % of GDP)
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11,6
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38 317
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17,0
5 480
43,8
16,9
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Annex 5: Trend of Bank Strategy Instruments in Algeria
The last Country Strategy Paper (CSP) prepared for Algeria dates back to 2000
(ADB/BD/WP/2000/102/Rev.1). It included a lending programme for Algeria and ended in 2004,
coinciding with the Algerian Government’s debt reduction decision.
Subsequently, a Country Dialogue Paper was prepared in 2010-2011 for the 2011-2012
period (ADB/BD/WP/2011/78/Rev.1) to underpin all the technical assistance operations chosen.
This Paper was approved by the Board of Directors in July 2011. Thereafter, the "Combined
Completion Report of the 2011-2012 Country Dialogue Paper and 2012 Portfolio Performance
Review" (ADB/BD/WP/2013/03) was prepared and submitted to CODE for consideration in
January 2013, in accordance with the relevant rules and procedures.
In 2015, the Country Information Note on Algeria (NIPA) 2015-2016 was prepared to underpin all the
Bank’s operations in Algeria. After its approval by OpsCom, it was distributed to the Board for information.
The 2015-2016 period covered by the NIPA has thus been used to improve country dialogue, especially on
the country’s priorities, in view of preparation of a Strategy Paper that would underlie Algeria’s future reengagement with the Bank

Box A5.1: Pillars of the different instruments of dialogue with Algeria since 2011
2011-2012 Dialogue Note (Approved by the Board of Directors in July 2011)
 Building of the administration’s capacity
 Private sector development
 Promotion of regional integration
Combined 2013-2015 Dialogue Note Completion Report and 2013 Country Portfolio Performance Review (CPPR) (Nov.
2013 –Final version not considered by the Board)
 Strengthening of governance
 Diversification of the economy
2014-2015 Partnership Note (April 2014 – Final version not considered by the Board)
 Building of the administration’s capacity
 Private sector development
 Promotion of regional integration
2015-2016 Country Information Note on Algeria (NIPA) (Approved by OpsCom in August 2015 and distributed to
the Board for information)
 Public sector governance and building of the administration’s capacity
 Private sector, economic diversification and employment

.
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Annex 6: Major Technical and Financial Partners operating in Algeria
Institution

European Union17

United Nations
Development
Programme (UNDP)

Areas of Cooperation

Cooperation
Instruments

Current
Period
2012-2016

Number of
TA
Operations
Multiple

1- Support for reform and public finance
management modernization
2- Preparation of a Public Finance
Modernization Strategic Plan.

Grants

3- Support for public finance management
modernization
4- Public Finance Modernization Strategic
Plan Implementation.
1-Economic diversification
2-Social development
3- Environment
4-Good governance

Grants

EUR 5 million

2017-2019

Multiple

EUR 10 million

Strategic Cooperation 2016-2020
Framework
(SCF),
signed in Algiers on 29
June 2015
Implementation
Documents:
a) Country programme
document (identification
of projects comprising
the
Algeria-UNDP
programme – being
validated -UNDP-MAESECTORS)
b) Country Programme
Implementation Action
Plan (being prepared in
collaboration with MFMAE-UNDP)

17

15

Amounts

USD 45.5 million
(including
about
USD 8.6 million
charged to the State
budget "Common
Expenses").

The amounts in this table concern Algeria-EU cooperation, followed by the Ministry of Finance, through the Directorate General of External Economic Relations. Indeed, besides the commercial component, the
Association Agreement includes a significant financial component, implemented through the financial instrument of the European Neighbourhood Policy. In this regard, Algeria has received almost EUR 700 million in
grants since 2007.

viii

World Bank (WB)

African
Development Bank
(AfDB)

Arab Fund for
Economic and Social
Development
(AFESD)
French Development
Agency (AFD)

1. Enhancing growth through economic Strategic
Partnership 2011-2016
diversification;
Framework - Technical
2. Promoting sustainable development and Assistance
reducing regional disparities; and
Reimbursable (ATR)
3. Support for improvement of the business
environment and encouragement of private
sector participation in economic development.

14

USD 10.6 million

Capacity building;
Dialogue
Studies (“Economic diversification”; “Inclusive Information
growth”); and
(NIPA)
Projects (SME; ICT; Rail transport; Water
resources; Young agricultural entrepreneurs,
etc.)
1- Banking sector reform; and
Grants
2- Capacity building (Ministry of Finance, Bank
of Algeria, State-owned banks)

10

USD 9 million
(UA 6.3 million)

02

USD 1.46 million

08

EUR 500,000

Capacity building, studies, support for reforms.

Grants

ix

Notes; 2015-2016
Note

2013-2016

Annex 7: Summary Table of Active Operations in Algeria at end September 2016
Approval
Date

Date of
entry into
force

Amount
approved
(UA)

Amount
disbursed

Disbur
sement
rate

Closing
date

Collaboration and Communication
System Modernization Project of the
Ministry of Finance

31/07/2009

04/02/2010

496,500

238,025.3

47.94%

31/12/2016

Capacity Building Project of the Ministry
of Finance

18/11/2011

25/05/2012

497,000

23,604.69

4.7%

31/12/2017

State-owned Bank Information Systems
Modernization Project

17/08/2012

04/03/2014

750,000

95,475.00

12.7%

31/12/2017

New Farms Technical Assistance Project

11/12/2012

06/06/2014

504,000

38 253.6

7.6%

30/11/2017

e-Algeria Strategy
Support Project

10/02/2014

08/02/2015

798,652

2,822.5

0.4%

30/06/2017

06/08/201418

11/05/2015

361,120

101,438.6

28%

31/12/2016

SME Development Support Project

03/03/2015

08/09/2015

792,165

5,793.47

0.7%

31/12/2018

Inclusive Growth and Employment Study

25/02/2015

08/09/2015

553,784

5,690.69

1.0%

31/12/2017

Economic Diversification Study

10/04/2015

20/09/2015

781,350

7,946.87

1.0%

31/12/2017

Establishment
of
a
Geographic
Information System for the National
Water Resources Agency (SIG-ANRH)

09/05/2015

14/10/2015

750,000

3,615.33

0.5%

31/12/2018

6,284,571

522,666

8.32%

Project Title

Implementation

Railway Sector Technical
Project (AfDB-KOAFEC)

Support

GRAND TOTAL

18

Approval date by Korea.
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Annex 8: Description of Active Operations in Algeria
Project Name

Collaboration and
Communication System
Modernization Project of the
Ministry of Finance

Capacity Building Project of the
Ministry of Finance

State-owned Bank Information
Systems Modernization Project

New Farms Technical Assistance
Project

e-Algeria Strategy Implementation
Support Project

Amount approved

UA 496,500

UA 497,000

UA 750,000

UA 504,000

UA798,652

Ministry of Finance

Ministry of Finance

Ministry of Finance

Ministry of Agriculture and
Rural Development

Ministry of Information,
Communication and
Technology

Project objectives

The project aims at modernizing the
collaboration and communication
system of the Ministry of Finance to
improve
the
administration’s
efficiency and effectiveness. More
specifically, it aims at conducting an
assessment of MoF’s Information
System (Phase 1) and supporting the
latter in the procurement of
necessary equipment and deploying
the software solution recommended
by the study.

The project aims at assisting the
Human Resources Department of the
Ministry of Finance (MoF) in building
the capacity of officials of the
Ministry so as to enable them to
effectively implement the country’s
important reform programme. This
involves, in particular: (i) conducting
an assessment and a description of
MoF training needs; ii) preparing two
training
programmes
(MoF
professions and young high-potential
managers; and (iii) assisting the MoF
in implementing the first actions of the
identified training.

This project aims at building the
capacity of the Management of
state-owned banks in supervision of
the
implementation
of
the
Information
System
(SI)
Modernization Plans of six stateowned banks; and building the
capacity of IT services of each bank
in the operationalization of its
strategic choices. Eventually, the
project will enable state-owned
banks to more effectively manage
risks.

This support aims to assist the
Ministry of Agriculture and Rural
Development
in
the
implementation of its programme
to create new agricultural and
livestock operations since the
objective
is
to
promote
agricultural extension services for
better integration of young people
in local development through
training and creation of small
businesses
targeting
young
agricultural entrepreneurs.

This technical assistance aims at
promoting the use of ICTs in the
administration to strengthen egovernance
and
improve
the
efficiency of services provided to
citizens. In this context, there are plans
to: (i) review the e-Algeria strategy
and develop the implementation
process of the e-GOV pillar; (ii)
strengthen the legal and regulatory
framework by introducing new laws
and texts for the wide use of ICTs; and
(iii) build the capacity of the Ministry
of ICT.

Implementation
Status

The first phase of the project was
completed more than one year ago.
The second phase is being
implemented. The delays in project
implementation is mainly because
the implementation of the second
phase was dependent on the
procurement of information systems
and equipment required by the
Algerian Government - from its own
resources and therefore according to
national procurement procedures.

The project is behind schedule
compared
to
the
initial
implementation timeframe. The first
selection process had indeed been
declared unsuccessful on the basis of
technical proposals from firms that
were involved in the bid. This led to
the launching of a new process in
December 2014. The recruitment of a
firm for the High Potential Youth
Training Programme component has
been finalized. The first deliverable
has been finalized. The recruitment of
a firm for the Training Programme for
Professions of the Ministry of Finance
is underway.

The contracts for the first two
components of the project "Support
to build the capacity of MoF in
supervising the preparation of stateowned banks’ modernization plans"
and "Delta Solution Audit" have
been signed. The activities are
currently being implemented. The
process of selecting a firm for the
conduct of the Feasibility study on
outsourcing bank IT services
(Component 3) was finalized in July
2016. Contract negotiations are
ongoing.

The project recorded significant
commencement delays because of
long delays in signing the grant
agreement. Lack of knowledge of
Bank procurement rules and
procedures - by the execution
agency - also impacted on the
project’s performance.

The on-year delay between the grant
approval date and effectiveness led to
part of activities identified during the
project’s assessment in 2012 to be
finally carried out by the Government.
It was decided to restructure the
project to reflect changing needs and
priorities of the Ministry of ICT. An
individual consultant was recruited in
September 2015. A firm has been
recruited
to
support
the
implementation of the e-Algeria
strategy and formulation of the
ongoing e-Gov initiative (submission
deadline, 11 September 2016).

Executing Agency

xi

The recruitment of a firm for
project
implementation
was
finalized in February 2016. The
selected firm began operations in
March 2016. The first deliverable
was finalized and approved in
May 2016.

Project Name

Amount Approved
Executing Agency

Updating the SNTF
Information Master Plan

SME Development Support
Programme (PADPME)

Study on Inclusive Growth and
Employment

Study on economic
diversification in Algeria

Establishment of a Geographic
Information System for the National
Water Resources Agency (SIGANRH)

USD 555,625

UA 792,165

UA 553,784

UA 781,350

UA 750,000

Ministry of Transport

Ministry of Industry and
Mines

Ministry of Employment and
Social Security

Ministry of Industry and
Mines

Ministry of Water Resources
and Environment

Project objective

The service aims at enabling the
SNTF to update its PDI over the
next five years; supporting SNTF
in the creation of the PDI
monitoring
and
evaluation
authority, and training members of
the PDI monitoring and evaluation
authority. Similarly, there are
plans to support SNTF in the
preparation of specifications and
related documents for the
procurement of required hardware,
software or services.

The objective of this assistance is to
improve the quality of services
provided to SMEs and make the
business
environment
more
favorable to businesses and business
creation. The assistance also aims at:
(i) evaluating policies and support
mechanisms for SME promotion; (ii)
preparation draft texts on the
implementing decrees of the
orientation
law
on
SME
development; (iii) conducting an
organizational audit of the SME
Promotion Agency; and (iv)
updating the SME promotion
strategy.

This study aims at: (i) making a
comprehensive inventory of the
quality of growth and its impact on
employment; (ii) ensuring better
visibility of factors that could make
growth
more
job-creating,
especially for young people; (iii)
preparing a workforce map, with a
segmentation of high demand
profiles; and (iv) anticipating on
major reforms to be undertaken in
the skills development sector and
online training in connection with
the labour market.

The study aims at supporting efforts
by the authorities to promote the
transition from an economy based
on the oil sector to an economy that
is diversified and less vulnerable to
external shocks. Based on an
assessment of the Algerian industry
and
an
analysis
of
its
competitiveness factors, the study
will make recommendations to
boost domestic production and
enhance
competitiveness
and
diversification of the manufacturing
industry. Similarly, it will help
identify reforms to be introduced to
support diversification of the
Algerian economy.

The project objective is to establish a
Geographical Information System
(GIS) for consistent data management
so as to optimize decision-making on
integrated
water
resources
management. This mainly comprises:
(i) structuring data on water resources
in a single repository; (ii) adapting the
organization of the National Water
Resources Agency (ANRH)) to
ensure proper functioning of the
information
base;
and
(iii)
establishing a GIS to facilitate
decisions by water resource policymakers and managers.

Implementation
Status

A study tour by officials of the
Ministry of Transport and SNTF
to South Korea took place in May
2015. In 2016, a specialized
consulting firm was hired to
prepare the SNTF Information
System
Master
Plan.
All
deliverables were submitted to the
Algerian
Authorities
for
validation. An extension of the
closing date to December 2017 has
been requested. It should be noted
that this is the only operation that
is not supported by the MIC Trust
Fund. It is also implemented by
the Bank.

The recruitment of a consultant to
help with SME management in the
project implementation was finalized
in December 2015. The selection of
a firm to carry out the various project
activities has been completed. The
contract with the firm for the
implementation
of
technical
assistance was finalized in August
2016. The commencement of
activities has been scheduled for
September
2016.
The
first
deliverable is expected in December
2016.

The recruitment process of a firm
for the conduct of the study was
finalized in June 2016. The contract
with the firm was signed in August
2016. The study is expected to start
in September 2016. This study is
conducted in close coordination
with the Study on Economic
Diversification in Algeria.

The recruitment of a consulting firm
to conduct the study was completed
in June 2016. The contract was
negotiated and finalized in August
2016. The study is expected to start
in September 2016. The project
implementation is on schedule. The
study should be completed in March
2017. The first deliverable is
expected in December 2016.

The recruitment of a consultant to
support ANRH has been completed.
This consultant will assist ANRH in
preparing ToRs for the procurement
of a Geographic Information System
(GIS). The project is running
according to
the original
implementation timetable. The short
list for the recruitment of a firm was
approved by the Bank on 24 July
2016.
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Annex 9: The Bank’s Field Office in Algeria (DZFO)
The Bank's field office in Algiers (DZFO) was opened on 18 February 2010 in implementation
of the Bank's decentralization policy. This policy seeks to bring the Bank closer to its clients and
key economic actors, as well as ensure better coordinating with other development partners
DZFO was opened at a time when Algeria was giving a new orientation to its cooperation
with the Bank. Operations are primarily focused on technical assistance, advice, training and
capacity building, economic and sector work, as well as private sector promotion.
Thus, DZFO activities cover almost all the traditional missions of a field office, which
include: (i) engaging in sustained dialogue with the country's authorities to foster closer interaction
and increased dialogue with the Government; (ii) identifying, preparing and monitoring the
implementation of technical assistance operations, including economic and sector work to support
the implementation of the country’s priorities; (iii) evaluating regularly and, if necessary,
reforming the country’s project portfolio to improve performance; and (iv) ensuring ongoing
cooperation and coordination of actions with other development partners operating in the country.
The staff of the Bank’s field office in Algeria (DZFO) comprises the Resident Representative
and seven (7) locally-recruited staff members, including three (3) local professionals, namely; a
Macro-Economist, a Procurement Officer and an IT Officer. The four (4) other locally-recruited
staff members are General Service staff, comprising an Administrative Assistant, a Secretary and
two Drivers. A Country Economist and an Operations Officer assist the field office from the
Regional Department (ORNA) and are based in Tunis.
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Annex 10: Country Fiduciary Risk Assessment (CFRA)
1.

Introduction

The main objective of the Country Fiduciary Risk Assessment (CFRA) is to assess fiduciary risk
associated with each sub-system of a country’s public finance management so as to use its results
in the implementation of Bank-financed projects, and identify capacity building needs. The
assessment covered Algeria’s main public finance management systems, namely, the preparation
and monitoring of budget execution, cash management, accounting management and financial
reporting, internal control, external audit, procurement management and the fight against
corruption. The assessment was conducted in accordance with the Bank's new procurement
guidelines, including the April 2014 CFRA User's Guide. It was based on the most recent
assessment reports, including the EU’s April 2016 reports on public finance management and
budgetary transparency, Algeria’s 2015 open budget survey and the 2013 Court of Auditors’ peer
review. In the 2010 Public Expenditure and Financial Accountability (PEFA) assessment, the
mission reviewed and confirmed some of its findings during the mission. A self-assessment using
the 2016 PEFA is underway and should be finalized before the end of 2016. The mission also
consulted the regulations, guidelines and reports provided by the Algerian Government or
available on the Government’s Websites, including the Public Finance Modernization Strategic
Plan of 31 March 2016. It also drew on the conclusions of the working sessions with the Directorate
General of the Ministry of Finance (MF), the Court of Auditors, and the Anti-Corruption Central
Office. It also met technical and financial partners supporting public finance management in
Algerian, especially the European Union. This Annex is a summary of the CFRA, whose full and
detailed version is also available.
2.

Executive Summary

The public finance institutional framework in Algeria is well defined and formalized through the existence
of departments of the Ministry of Finance and a strong legal and regulatory framework. The budget
preparation process follows well-established rules, and the budget timetable is well organized and
respected. In March 2016, the budget policy note sent in March each year for the first time introduced the
MTBF and spending limits for the 2017 budget. The sacrosanct principle of separation of duties and
responsibilities between the authorizing officer and the public accountant has been respected. The ex ante
internal control procedures conducted by the financial control are clear and well documented in a
Committed Expenditure Control Manual. The internal audit function performed by the IGF is operational
and the legal framework recognizes the independence of the Court of Auditors, which has been strengthened
by Article 192 of the Constitution of March 2016.
As regards procurement, the legal and regulatory framework is the outcome of an initial series of reforms
undertaken by the Government to modernize the system and enhance transparency in the management of
public funds. The framework has allowed for significant advances from clarification of the institutional
framework (with the separation of functions and the creation of regularization) to improvement of the
system’s efficiency. Presidential Decree No. 15-247 of 16 September 2015 is an example. It defines the
general rules governing the award, execution, control and monitoring of public procurement and the
delegation of public services. It establishes the principles of freedom of access to public procurement, equal
treatment, and transparency. The system is geared towards competition by making competitive bidding the
normal procurement method and requiring the publication of announcements on business opportunities and
competitive bidding results.
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With respect to the fight against corruption and fraud, the constitutional and legislative framework is in
place in Algeria, and the new constitution of March 2016 reaffirms the Government’s commitment to
promote transparency, particularly by underscoring the declaration of wealth obligation for persons exposed
to risks of corruption. Finally, several public institutions and civil society associations19 are engaged in the
fight against corruption in Algeria.
However, significant weaknesses were identified.
Regarding public finance, the legal and regulatory framework will need to be modernized. The functional
classification of budget exists, but is not consistent with COFOG standards, and programme-based
classification of the budget and performance-based budget process are not yet operationalized; they will be
introduced under the new OFL. With respect to internal control, priority is given to certification of IGF
(CIA) inspectors and appropriate application of professional internal audit standards. Many management
and control processes are manual because of the lack of an integrated public finance management
computerized system, which is a major prerequisite for public finance modernization in Algeria. The
application of international accounting standards is not yet effective, and the establishment of an accrual
accounting system is heavily dependent on significant improvements in the administrative and accounting
management of State property. With regard to budget transparency, the 2015 open budget index of 19/100
is slightly higher than the 13/100 score recorded in 2012, but remains low. The transparency was enhanced
by the publication of information already available but not made available to the public in time, particularly
external audit reports. The lack of an integrated information system affects the functioning of operational
management and public finance control. Performance is affected by slow recovery of financial information
(since the annual audited budget laws being are finalized almost three years following closure of the related
fiscal year), the failure to consolidate cash balances in real time, and shortcomings in the administrative
and accounting management of State property. Furthermore, the independence of the Court of Auditors,
provided for in the legal and regulatory framework is, in practice, restricted. Indeed, the reports of the Court
are not published as required by law, and financial and management autonomy is provided in the texts, but
is still strictly controlled by the Executive.
As for procurement, significant efforts are required for implementation of procedures in line with
international standards. Given the will to undertake public procurement reforms, these efforts could be
made in dialogue and ongoing partnership with the country through the establishment of a joint action plan
with the authorities, which will be partially or fully implemented during the CSP period.
Finally, the Corruption Perceptions Index (CPI) stood at 3.6 points out of 10 in 2015, ranking Algeria 88th
out of 168 countries.
Based on the above results, Algeria’s fiduciary risk was deemed "Substantial". This level of risk was
adopted at the time of project appraisal. However, adopting a dynamic perspective, the level of fiduciary
risk could be moderate in the medium term, in view of the implementation of short-term measures and
medium-term reforms, which have been planned and many are being undertaken. The reforms are
coordinated by the Public Finance Modernization Support Unit (CMFP) on the basis of the Public Finance
Modernization Strategic Plan (PSMFP) which mainly highlights the Organic Law on Finance Laws (LOLF)
whose validation, approval and promulgation are recommended in 2016, the Medium Term Budget
Framework (MTBF), Government accrual accounting, management of State-owned land and property, and
strategic human resource management. In this regard and in order to establish the legislative basis of
reforms, the PACIE measures could be supplemented by the adoption, in Cabinet Meeting, of the new
Organic Bill on Finance Laws (LOLF) and transmission to Parliament by 31 December 2016. To that end,
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These are the Central Corruption Repression Authority (OCRC), the National Agency for Prevention and Fight against Corruption (ONPLC),
the National Anti-Curruption Association, (ANLC), the Algerian Anti-Corruption Association (AACC), the Algerian Anti-Corruption Forum.
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the technical and financial partners have, in agreement with the Government, concluded partnership
agreements for capacity building, with preliminary diagnoses. The process has been triggered with the EU
which has undertaken to finance a number of twinning agreements and assessments, such as the Financial
Modernization Strategy and the 2016 PEFA, whose results are expected by the end of 2016. Mention could
also be made of the Country Fiduciary Risk Assessment (CFRA) of the AfDB, as well as IMF technical
assistance to DGT in 2016.

3.

AfDB Fiduciary Strategy in Algeria

The Bank’s Country Fiduciary Strategy in Algeria is consistent with the Bank's Fiduciary
Management Policy. It aims at greater use of Algeria’s Public Finance Management (PFM)
System, including that of procurement, while contributing to building the capacity of management
and control entities and institutions so as to ensure sound financial governance and effective
delivery of public services to citizens. It is also in line with planned reforms on the Organic Law
relating to Finance Laws (LOLF) being validated and approved by the Algerian Government for
the enactment of that law by the Parliament by the end of 2016. In addition to the results of the
Country Fiduciary Risk Assessment, this strategy is based on the following analyses:

3.1.



the recommended level of use of the public finance management system;



the recommended level of use of the public procurement system;



Bank support for public finance management reforms, including public
procurement; and



Bank support for portfolio performance management and individual projects.

Recommended level of use of the public finance management country system

The Algerian Government has adopted strategic guidelines by validating and approving the Public
Finance Modernization Strategic Plan (PFMSP) which will be implemented by the Public Finance
Modernization Support Unit (CAMFP). This institutional and operational framework of ongoing
reforms addresses some significant factors of fiduciary risk identified by this assessment.
However, the reforms will take time to provide the expected results. The Bank’s fiduciary risks in
Programme-Based Operations (PBOs) must not be underestimated, namely, those related to
improving the capacity of Audit Institutions (Court of Auditors, General Inspectorate of Finance )
etc., the different departments of the Ministry of Finance, and anti-corruption bodies. Each public
investment operation incorporated into the CSP will be assessed and proposals made for adequate
mitigation measures of the fiduciary risks identified, specifically for the operation. In this regard,
this CFRA will be consistent with the fiduciary risk management framework for all Bank
operations during the CSP period. This will involve updating and adapting it to the implementation
specificities of each operation during the CSP period.
While PBOs are available under the CSP despite the level of risk associated with the use of the
public finance management system, the Bank reserves the right to automatically request an audit
of financial flows of the support and/or performance of the programmes it deems necessary based
on the level of fiduciary risks identified during the PBO assessment.
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For public investment transactions, the Court of Auditors’ capacity building needs are such that
they do not allow the Bank to use another control structure other than an Accounting Firm to
conduct financial audits and ensure compliance during the CSP period. However, the Bank will
engage in IGF’s capacity building process to enable it to produce good quality audit reports on
technical assistance or trust funds-financed projects. These audit reports will be considered by the
Bank as internal audit reports. In general, the use of Public Finance Management rules, procedures
and practices in the design and implementation of Bank-financed public investment projects is
currently not possible because of the overall substantial fiduciary risk sub-systems. However, some
areas of the treasury and internal control sub-systems are the exceptions. The consolidation of cash
balances calls for minor improvements for effective real-time CUT and internal audit mainly
provided by IGF. Similarly, the Bank could rely on external debt information provided by the
DGT.
3.2.

Recommended level of use of the country procurement system

In efforts to enhance the transparent management of public resources, the Government in 2015
undertook an initial series of reforms that resulted in clarification of the institutional framework,
improvement of the recourse mechanism, reorganization of the control mechanism towards better
performance, etc. This first phase of reform has positively impacted pillars II, III and IV of the
OECD/DAC methodology. However, this reform has not addressed the legal and regulatory
framework (Pillar I), which is at the core of the procurement system (since it defines the rules and
procedures). Indeed, in its current state, the legal and regulatory framework has major deviations
from international standards. Consequently, a high level of risk has been identified Pillar I and
substantial risk for the procurement system as a whole.
Given the importance of the identified differences, the use of the Algerian public procurement
system for Bank-financed investment projects would be difficult to envisage in the short term20.
However, given the quality of the ongoing dialogue with Ministry of Finance officials and the
Government’s clear desire to modernize its system, a diligent implementation of the outcome of
the reform action plan prepared by the Bank will, before the end of the CSP period, ensure the use
of the Algerian procurement system in Bank investment projects.
PBOs could be considered in spite of the level of risk identified to take into account the positive
trajectory dynamics of reforms currently underway, but also and above all, to serve as a vehicle
for registering and accelerating the implementation of the procurement reforms action plan 21. In
this regard and considering the time required for PBO quality reforms over several years with
multiple tranches, it would be desirable to allow Algerian authorities to implement the reforms
with confidence.
3.3.

Bank support for public finance management, including procurement

The Bank will continue to contribute to the establishment of a transparent and efficient public
finance management system, gradually aligning to international standards and best practices. It
will be based on the LOLF whose objective is to ensure the credibility of the budget, encourage
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Except perhaps for certain very low value procurements
This action plan will be based on the plan from the Bank’s assessment but which must be discussed with the Algerian party to arrive at a plan
shared by all parties.
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the strategic allocation of resources, and promote the delivery of good quality public services for
citizens through improvement of State resources and streamlining of budget expenditure.
Similarly, it will focus on the new ongoing PEFA assessment, whose results are expected by the
end of 2016 and whose action plan will provide a new opportunity to further strengthen PFM in
Algeria. It will engage in monitoring the creation of the PFM legislative and regulatory framework.
Bank support will be mainly focused on the implementation of the Public Finance Modernization
Strategic Plan (PFMSP), which could be implemented through financial instruments such as
budget support, support public investment projects, technical assistance and institutional support.
For institutional support and during the CSP period, the Bank should continue to support the
country through trust funds (MIC Grant, MENA-TF etc.) to implement reforms under the
coordination provided by the of Public Finance Modernization Support Unit (PFMSU).
The Bank's support for the procurement component during the CSP period will be used to build
capacity and help prepare satisfactory texts. More specifically, the cooperation pillars with the
Algerian Government will focus on the following aspects:

3.4.



Building the capacity of new procurement institutions created by the new
procurement decree, including the Public Procurement Regulation and Control
Commission Authority.



Supporting the drafting of some implementing instruments of Presidential Decree
No. 15-247 of 16 September 2015 regulating public procurement and public service
contracts. This will include: (i) the General Contract Conditions (study, service,
supplies and works contracts); (ii) Standard Bidding Documents (studies, services,
supplies and works); (iii) Code of Ethics and professional conduct of public officials
involved in monitoring, procurement and implementation of public contracts and
public service contracts; and (iv) Public Procurement Procedures Manual.



Supporting efforts to improve the procurement legal and regulatory framework.

Bank support to the management of portfolio and individual projects performance

While seeking to achieve its goal of a greater use of country systems, the Bank will continue to
encourage the application of rules and procedures and sustaining best practices in fiduciary
management for better project and programme performance. The areas of operations are as
follows:


Providing advice and technical assistance to executing agencies for resolution of
general or specific issues relating to fiduciary management of projects and
programmes;



Enabling projects and programmes, in close collaboration with the Programme
Officer and Project or Programme Officers, to submit the audit reports within the
time required by the Bank;



Organizing fiduciary clinics and workshops that meet the information and training
needs of project and programme executing agencies, MF officials and external
auditors;
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Taking the initiative to introduce harmonized fiduciary management arrangements
for projects and programmes co-financed with other TFPs;



Using reliable national fiduciary management systems in implementing the Bank’s
public investment operations.
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