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Since 2016, three factors have been shaping 
North Africa’s economies.

First, following the 2014–16 drop in com-
modity prices, countries had to respond to 
the decline in natural resource–based export 
receipts with macroeconomic stabilization. 
Egypt, Mauritania, and Tunisia have been 
under an International Monetary Fund (IMF) 
program, and in July 2016, Morocco ben-
efited from a two-year precautionary and 
liquidity line.

In contrast, the two major oil exporters, 
Algeria and Libya, have not entered an IMF 
arrangement and have mostly financed the 
drop in their export receipts by drawing on 
reserves, thus limiting an increase in their 
government debt-to-GDP ratios. The other 
four countries relied on external debt to 
face the downturn, but all countries in the 
region engaged in fiscal consolidation with 
some combination of higher revenues and 
lower expenditures. Moreover, Egypt and 
Tunisia implemented structural reforms and 

exchange rate adjustments, generating major 
depreciations.

Second, extractives started to recover in 
2017. Energy prices rose by 70 percent in 
2016 and a further 24 percent in 2017. Min-
eral prices rose by 44 percent from mid-2016 
to mid-2018. As a result, the region’s export 
receipts from natural resources reached 
almost 14 percent of GDP in 2018. The larg-
est gains were in Algeria, Egypt, Libya, and 
Mauritania.

Third, part of the recovery came thanks to 
improved security in Egypt and Tunisia, pro-
moting a rebound of tourism, which had been 
severely impaired by political and security 
turmoil.

Those three factors will continue to drive 
the region’s economic performance. Politi-
cal and security stability should have a major 
impact on economic development, most 
notably in Libya, but also in other countries 
that have a large tourism sector — Egypt, 
Morocco, and Tunisia. It also influences 

T he African Development Bank projects faster GDP growth in North Africa at 4.4 percent 

in 2019 and 4.3 percent in 2020. That will be higher than the African average, but lower 

than in East Africa, the best performing region. Growth is expected to be much stronger in 

Egypt and Mauritania, to improve somewhat in Morocco and Tunisia, but to slow in Algeria 

and Libya. Fiscal and current account deficits are expected to continue their steady decline, 

and exchange rates to stabilize, reducing inflation pressures. The long-term outlook for the 

region is strongly linked to greater regional stability and better security, including the resolution 

of the Libya crisis. Such conditions would pave the way for deeper structural reforms, which 

are required to trigger greater investment, higher productivity, and a more powerful structural 

transformation.

EXECUTIVE SUMMARY
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2 E x E C U T I V E  S U M M A R Y

North African 
countries need to 

revive their regional 
integration dynamics 

so that they can 
benefit from 

enhanced efficiency, 
productivity, and 

economies of scale

perceptions of risk and thus private investment. 
Higher commodity prices should continue to 
shape macroeconomic balances in most coun-
tries, improve fiscal and external balances, and 
reduce the need for fiscal consolidation. The 
extent of fiscal consolidation and external adjust-
ment will depend on the ability of governments to 
sustain their reforms, which are required for inter-
nal and external debt sustainability.

The theme in part 2 of this year’s outlook is 
regional integration, which North Africa has been 
pursuing but is lagging behind other regions in 
the continent. Its trade, capital flows, and move-
ments of people are lower within the region than 
with other countries in Africa and with the rest 
of the world. This low level of integration can be 
traced to limited trade facilitation, to nontariff barri-
ers, and to weak infrastructure, both physical and 
institutional.

Financial integration in North Africa is lower 
than in other world regions, due mainly to 
uneven development and uneven modernization 
of monetary and financial systems. Countries 
are plagued by the banking system’s predomi-
nance in financing the economy, especially public 
banks, by regulatory frameworks that prevent 
foreign banks from operating in some countries, 
and by underdeveloped financial markets and the 
absence of alternative forms of financing such as 
microfinance.

The deficiencies do not arise in the same way in 
all countries. Morocco and Tunisia have improved 
their financial integration in banking, enabling the 
successful establishment of Moroccan banks in 
Tunisia. Morocco and Tunisia are also trying to 
bring the Casablanca Stock Exchange and the 

Tunis Stock Exchange closer together through 
swap quotes in both financial markets. But finan-
cial integration in North Africa is a long process. Its 
success will depend on establishing a stable mac-
roeconomic framework and a stable and robust 
banking and financial system with adequate regu-
lation and supervision.

Since independence, the region’s integration 
has been led by state actors, with economic and 
social actors playing only a limited role and not 
pressing governments to strengthen their regional 
cooperation and integration efforts. Today, how-
ever, the greater presence of private economic 
actors and civil society institutions is a major pos-
itive development.

North African countries now need to revive 
their regional integration dynamics so that they 
can benefit from enhanced efficiency, productivity, 
and economies of scale. What will that require? 
Five major enabling conditions:
• First, strong and determined leadership for 

integration must emerge.
• Second, economic, political, social, and private 

sector actors must all participate, especially 
champions for integration.

• Third, the institutions responsible for integra-
tion must be strengthened, especially those for 
financial integration.

• Fourth, intraregional trade must accelerate 
and broaden, especially through reduced 
nontariff barriers and improved cross-border 
infrastructure.

• Fifth, the movement of people must be fostered 
by facilitating settlement across the region. As a 
first step, the visa requirements between North 
African countries could be eased considerably.



PART 1
MACROECONOMIC 
PERFORMANCE 
AND PROSPECTS

The six countries share a religion, a language, 
and some cultural heritage. over the past six 
years, most of the region has suffered politi-
cal and security instability, which still plagues 
Libya. The 2018 Fragile State Index of the 
Fund for Peace ranked Libya as the 25th 
most fragile of 178 countries but, for the first 
time in a decade, hinted at a slight amelio-
ration. In Egypt, the government continues 
to fight terrorism in a challenging regional 
context.

GDP AND ITS KEY DRIVERS

The countries of the region, except for Mau-
ritania, feature broadly similar development 
indicators. Their average income per inhabi-
tant is in sync with middle-income countries. 
The 2017 weighted average yearly income 
per capita stands at $3,249, well above the 
average of $1,758 for the African continent.2 
Egypt with $3,010 per capita a year, Morocco 
with $2,860, and Tunisia with $3,490 are 

close to the regional weighted average, while 
Mauritania with $1,100 is considerably below 
it, and Algeria with $3,940 and Libya with 
$5,500 are above it.

Despite some disparities, the economic 
structures of the six countries faces common 
determinants. Four are highly dependent on 
natural resources — oil for Algeria and Libya, 
metals and gold for Mauritania, and phos-
phates for Morocco. over the past decade, 
real GDP growth has been volatile for all six, 
especially Libya (figure 1). The extreme vola-
tility of Libya’s macroeconomic data distorts 
regional averages, so regional data and aver-
ages are presented with and without Libya.

Since 2016, three factors have shaped the 
region’s economies.

First, following the 2014–16 drop in com-
modity prices, countries had to respond to 
the decline in natural-resource–based export 
receipts through macroeconomic stabiliza-
tion and fiscal consolidation. Egypt, Mauri-
tania, and Tunisia are under an International 
Monetary Fund (IMF) program,3 while in July 

N orth Africa has 22 percent of the African continent’s area, and its 194 million inhabitants 

are 16 percent of Africa’s 1.2 billion. The region comprises six countries: Algeria, Egypt, 

Libya, Mauritania, Morocco, and Tunisia. The Sahara Desert runs through all six, making up 

80 percent of Algerian territory and more than 90 percent of Egyptian, Libyan, and Mauritanian 

territory. None of the six is landlocked, shaping their trade patterns. Five have access to the 

Mediterranean. Two have access to more than one maritime route: Egypt meets the 

Mediterranean and the Red Sea, and Morocco the Mediterranean and the Atlantic ocean. 

Egypt has the region’s largest population — 98.2 million — and its GDP accounts for 50 percent 

of the region’s GDP.1
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Since 2016, 
three factors 

have shaped the 
region’s economies: 

macroeconomic 
stabilization, 

extractive sector 
recovery, and 

improved security 

2016, Morocco benefited from a two-year precau-
tionary and liquidity line.4

In contrast, the two major oil exporters, Algeria 
and Libya, have not entered an IMF arrangement 
and have mostly financed the drop in their export 
receipts by drawing on reserves, thus limiting the 
increase in their government debt-to-GDP ratios. 
The other four countries relied on debt to face the 
downturn, but all countries in the region engaged 
in fiscal consolidation with some combination of 
higher revenues and lower expenditures. More-
over, Egypt and Tunisia implemented structural 
reforms and exchange rate adjustments, generat-
ing major depreciations.

Second, starting in 2017, extractives recov-
ered (figure 2). oil prices went up, and Egypt’s 
gas sector expanded thanks to the Zohr field. In 
Mauritania, the production of metals, especially 
gold, was stronger because of higher prices. 
Energy prices rose by 70 percent in 2016 and a 
further 24 percent in 2017. Mineral prices rose 
by 44 percent from mid-2016 to mid-2018, while 
fertilizer prices recovered only modestly (figure 
3). The regional export receipts from natural 
resources recovered, reaching almost 9 percent 
of GDP in 2018 without Libya and 14 percent with 

it. The largest gains were in Algeria, Egypt, Libya, 
and Mauritania. In Egypt and Mauritania, natu-
ral resources are among the main drivers of the 
growth recovery and are expected to strengthen 
over the coming years.

Third, part of the recovery arises from improved 
security in Egypt and Tunisia, promoting a rebound 
of tourism, which was severely impaired by politi-
cal and security turmoil.

The relative importance of the three factors — 
macroeconomic stabilization, extractive sector 
recovery, and improved security — played out 
differently in different countries during 2017–18, 
but the overall effect has been faster growth in 
North Africa, despite ongoing macroeconomic 
adjustment.

The outlook: Opportunities and risks 
for rapid and sustained growth
Three factors will continue to drive the region’s 
economic performance. First, political and security 
stability should have a major impact on economic 
development, most notably in Libya, but also in 
other countries that have a large tourism sector 
sensitive to such considerations — Egypt, Morocco, 
and Tunisia. It also influences perceptions of risk 

FIGURE 1 Economic growth, 2008–20
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and thus private investment. Second, higher prices 
for commodities exports should shape macroeco-
nomic balances in most countries, improve the 
fiscal and external balances, and reduce the need 
for fiscal consolidation. Third, the extent of fiscal 
consolidation and external adjustment should 

depend on the previous two factors and on the 
ability of governments to sustain their reforms, 
which are required for internal and external debt 
sustainability. The macroeconomic policies should 
affect economic growth and determine internal 
and external balances.

FIGURE 2 Ratio of natural resource export revenue to GDP, 2011–18
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FIGURE 3 Commodity exports price indexes, 2010–18

0

50

100

150

200

201820172016201520142013201220112010

Index (January 2010 = 100)

Energy

Fertilizers

Metals and minerals

Source: World Bank 2018.



6 M A C R o E C o N o M I C  P E R F o R M A N C E  A N D  P R o S P E C T S

The long-term 
outlook for the 

region is strongly 
linked to greater 

stability and 
better security, 

including resolving 
the Libya crisis

Although positive developments in these three 
factors would improve the region’s overall eco-
nomic outlook, negative developments in the same 
three pose downside risks. Increased political and 
security instability would harm sensitive sectors 
and reduce foreign investment. Lower commodity 
prices would increase deficits and require further 
fiscal consolidation, which would reduce growth. 
A lack of fiscal consolidation would prompt larger 
deficits and would reverse debt stabilization and 
reduction. And exchange rate depreciation and 
inflation would accelerate.

The African Development Bank’s projec-
tions assume the following: Political and security 
stability are expected to improve somewhat in 
Libya starting in 2019 but would remain essen-
tially unchanged in other countries. oil prices 
will remain at their 2018 levels, fertilizer prices 
will increase somewhat, while metal and mineral 
prices will decline slightly. The major oil exporters 
will continue to restrain their budgetary policies. 
And governments will continue to pursue moder-
ate fiscal consolidation and external adjustment.

These projections lead to an outlook for 
improved economic growth in North Africa in 
2019–20. GDP growth, at 4.2–4.4 percent, will be 
higher than the African average, but much lower 
than that of the best performing subregion, East 
Africa. Much stronger performance in Egypt and 
Mauritania is expected to drive North African eco-
nomic growth. Growth is expected to improve 
somewhat in Morocco and Tunisia, but to slow in 
Algeria and Libya. Fiscal and current account defi-
cits are expected to continue their steady decline, 
and exchange rates to stabilize, reducing inflation-
ary pressures.

Beyond these short-term and macroeconomic 
considerations, the long-term outlook for the 
region is strongly linked to greater stability and 
better security, including resolving the Libya crisis. 
Such conditions would pave the way for deeper 
structural reforms to trigger a more powerful 
structural transformation, stronger investment, 
and higher productivity. However, the region’s 
dependence on natural resources continues to 
hinder such reforms.

In Egypt and Mauritania, GDP growth is 
trending up toward 6–7 percent a year. In Egypt, 
the impact is starting to translate into lower 

unemployment. For the other countries in North 
Africa, the current outlook does not include major 
changes in employment. Unemployment rates 
would remain high, especially for women, youth, 
and tertiary education graduates. only by achiev-
ing growth rates much higher than the currently 
projected 2–4 percent a year can countries real-
istically expect to reduce their stubbornly high 
unemployment rates.

Supply-side sources of growth
on the supply side, North Africa’s rebound has 
been broad, with the service sector regaining 
strength in almost all economies. The service 
sector contributes almost two-thirds of GDP 
growth in the region. The growing services differ 
among countries. Tourism is important in some, 
such as Egypt, Morocco, and Tunisia. The financial 
and telecommunications sectors have been grow-
ing rapidly in many countries, accounting in 2017 
for 3.2 percent of GDP in Algeria, 13.5 percent in 
Mauritania, 14.4 percent in Egypt, 16.2 percent in 
Tunisia, and 17.4 percent in Morocco. But in coun-
tries where the industrial sector makes a major 
contribution, it is mainly related to energy (Algeria 
and Egypt). The contribution from agriculture is 
volatile and generally low, with exceptions due to 
abundant rainfall in Morocco in 2017 and Tunisia in 
2018 (figure 4).

North Africa is projected to remain the conti-
nent’s second-fastest-growing region in 2019, at 
4.4 percent, and in 2020, at 4.3 percent. In Egypt, 
tourism and expanding gas production from the 
Zohr field should push growth up to 5.5 percent 
in 2019 and 5.8 percent in 2020. In Mauritania, 
growth is expected to surge to 5.4 percent in 2019 
and 7.4 percent the following year, given buoyant 
activity in both extractive and nonextractive indus-
tries. The extractive industry expansion results from 
recent large investments, especially in iron and 
gold, and nonextractive sector activities should 
blossom as well, given an improved investment cli-
mate and active sectoral policies for diversification.

In Morocco and Tunisia, growth would 
remain more subdued in 2019 — at 2.9 percent in 
Morocco and 2.8 percent in Tunisia. Then in 2020 
in Morocco, while agricultural output reverts to 
long-term slow growth, healthy tourism and man-
ufacturing should counter that and raise overall 
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On the demand 
side of the 
economy, domestic 
consumption 
totals 85 percent 
of GDP growth

growth to 4 percent. In Tunisia in 2020, tourism, 
extractive industries, and increased export and 
manufacturing competitiveness following the 
exchange rate depreciation should boost growth 
to 3.2 percent. In Algeria, continuing fiscal con-
solidation and expenditure restraints would hold 
the rebound to 2.7 percent growth in 2019 and 
1.9 percent in 2020. In Libya, the difficult secu-
rity situation would limit recovery to 1.4 percent 
growth in 2020. A lackluster hydrocarbon sector 
could dampen growth in Algeria and Libya, the 
two major oil exporters.

over the medium to long term, emerging entre-
preneurs in the region could help foster stronger 
and more inclusive growth (box 1).

Demand-side sources of growth
on the demand side of the economy, domestic 
consumption totals 85 percent of GDP growth. 
Household consumption has been its primary 
component, contributing about 70–75 percent of 
total growth. However, the contribution of house-
hold consumption varied considerably across 
countries (figure 5).

In Tunisia recently, consumption demand has 
consistently been the most important contributor 
to growth, while investment and net exports have 
typically reduced growth. At the other extreme is 
Algeria, with the lowest contribution by domes-
tic consumption but a very large contribution 
by investment in 2014–17 and net exports in 
2018. In Egypt, until 2017, strong domestic con-
sumption and investment drove growth. But in 
2018, the contribution of domestic consumption 
shrank, while investment propelled by public 
projects and expanded private investment con-
tributed positively to growth. In the remaining 
countries of the region, investment contributed 
weakly to growth.

MACROECONOMIC STABILITY

Large fiscal deficits, fiscal 
consolidation, and domestic debt
Except for Mauritania, North African countries 
experienced large increases in their fiscal deficit 
and concomitant increases in their debt-to-GDP 

FIGURE 4 Sectoral decomposition of GDP growth, 2014–18
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ratio (figure 6). Three countries — Algeria, Egypt, 
and Mauritania — are undertaking fiscal consolida-
tion, while Morocco kept its government revenue 
and debt stable. In contrast, Tunisia maintained an 
expansionary fiscal policy.

The case of Libya is striking. Following lower 
international oil prices and cuts in its oil produc-
tion, the fiscal deficit surged to 106 percent of 
GDP on average over 2014–16, reaching 131 per-
cent in 2015. However, given fiscal expenditure 
cuts, recovering oil prices, and rebounding oil 

BOX 1 Nascent entrepreneurship can drive inclusive economic growth

A recent African Development Bank study assessed the role of emerging entrepreneurs in driving 
inclusive growth in North Africa. With inclusive growth, all members of society, including vulnera-
ble people (the poor, women, and youth), participate in, contribute to, and benefit from economic 
growth. The Bank, employing data from a unique survey by the Global Entrepreneurship Monitor 
for Algeria, Egypt, Morocco, and Tunisia, focused on the role of the vulnerable as entrepreneurs.

In the early stage of business creation, young adults (25–34 years old) with only secondary 
education are much more involved in entrepreneurship than other age groups and young adults 
with more or less education. Individuals with a job, from a wealthy family, or with access to informal 
investors are statistically more active as entrepreneurs.

Gender seems to have little effect on deciding to establish a business. In Morocco and Tunisia, 
women and men showed equal entrepreneurial spirit, while in Egypt, women were more involved 
than men. In Algeria, women’s involvement appears to be determined by the stage of entrepre-
neurship. Fear of failure has an ambiguous effect but could be mitigated by the regulatory frame-
work, access to entrepreneurship support programs, social perceptions of business owners, or 
other economic and financial conditions.

A low level of education and limited access to finance inhibited the vulnerable from entrepre-
neurship. Low education makes the vulnerable unable to deal with the basic paperwork required to 
set up and manage a business. Although youth have skills and a strong entrepreneurial spirit, they 
face initial conditions that threaten enterprise survival and consequent private-sector–led growth.

Improved education — formal, vocational, and particularly in accounting — is critical for the vul-
nerable to build entrepreneurial skills and thus contribute to inclusive growth. Governments should 
furnish nascent entrepreneurs with high-quality training that develops skills, teaches international 
languages, improves career guidance, and provides direct links to employment opportunities. High 
enterprise-failure rates oblige governments to provide strong policy support and effective regula-
tion. Mentoring and internship opportunities should also be explored to promote innovation among 
nascent entrepreneurs through partnerships with businesses, nongovernmental organizations, 
financial institutions, educational institutions, civil society organizations, and various youth-serving 
organizations. Microfinance programs need to be strengthened to provide access to funds for 
vulnerable populations to establish businesses. Crowdfunding appears to be a useful alternative, 
with helpful lessons from Egypt.

International best practices for promoting inclusive growth could be adapted to North Afri-
can countries. For example, the diaspora networks of Chinese and Filipino professionals offer 
lessons for promoting knowledge exchange. The experience of artisans in Angkor, Cambodia, 
creating decent jobs and building value chain firms through public–private partnerships could 
guide Morocco and Tunisia in their budding tourism industry. Ghana’s Migration for Development 
in Africa Health Program boosts entrepreneurship skills through training and grants for youth.

Source: Miniaoui, Gohou, and Castel 2016.
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FIGURE 5 Demand contributions to GDP growth, 2014–18

Percent Government consumption Household consumption Investment Net exports
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FIGURE 6 Fiscal deficits, 2008–20
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production, the fiscal deficit fell to 43 percent of 
GDP in 2017 and further to 4.2 percent in 2018. 
To finance its deficit, Libya has mostly drawn on 
its reserves.

Algeria’s fiscal stance, like Libya’s, suffered 
from the falling prices of hydrocarbons, with the 
deficit reaching 15.3 percent of GDP in 2015. 
But by reducing fiscal expenditures and increas-
ing nontax revenues, the country contained its 
deficit at 5.3 percent in 2018. Until 2017, when 
Algeria’s oil stabilization fund was depleted, the 
government drew on it to finance the shortfall. 
Since then, authorities have used direct monetary 
financing from the central bank, and gross public 
debt rose from a low 7.7 percent of GDP in 2014 
to a moderate 32.9 percent in 2018 — still far below 
the regional average (figure 7).

Egypt started its major fiscal consolidation pro-
gram in 2017, introducing a value added tax and 
cutting expenditure by 3–4 percent of GDP. Con-
sequently, the budget deficit fell from 12–13 per-
cent of GDP in 2013–16 to 9 percent in 2018. 
Gross public debt fell from 103 percent of GDP — 
its peak — in 2017 to 92 percent in 2018, and the 
World Bank projects that the ratio will keep falling 
(see figure 7). Mauritania increased tax revenue 
(figure 8), leading to a positive primary balance 
as of 2016, but gross public debt remained high 

at above 100 percent (that ratio includes debt to 
Kuwait, now under negotiation to be forgiven).

Tunisia followed an expansionary fiscal policy 
during the past few years, leading to a rising defi-
cit. Moderate tax increases reduced the fiscal 
deficit from 5.9 percent of GDP in 2017 to 5.2 per-
cent in 2018 (see figure 6). Thus, gross public debt 
increased moderately to 71 percent of GDP in 2018.

Given ongoing fiscal consolidation programs, 
steady prices for natural resources, and faster 
economic growth, fiscal deficits as a percent-
age of GDP are expected to decline steadily in all 
countries. The regional average would fall from 
6.1 percent in 2018 to 4.1 percent in 2020 (see 
figure 6). The IMF, in its current projections for 
2020, foresees a decline of the gross public debt–
to-GDP ratio for all countries except Algeria.5

Fiscal consolidations have not increased non-
resource-based tax revenues much (see figure 8). 
Tax rates as a percentage of GDP are either low 
or moderate, and all the countries in North Africa 
have scope for increasing tax revenues.

Current account deficits, exchange 
rates, and external debt
over recent years, North African countries exhib-
ited large current account imbalances. Without 
Libya, the regional average current account deficit 

FIGURE 7 Gross public debt, 2014–20

TunisiaMoroccoMauritaniaEgyptAlgeria

Percent of GDP 2014 2016 2018 (estimated) 2020 (projected)

0

20

40

60

80

100

Source: World Bank, World Development Indicators, accessed 21 September 2018.



M A C R o E C o N o M I C  P E R F o R M A N C E  A N D  P R o S P E C T S  11

reached 8.9 percent of GDP in 2016 but fell to 
6.3 percent in 2018 (figure 9).

As expected, oil price swings deeply affected 
the current account deficits of Algeria and Libya, 

the region’s oil producers. In Algeria, the 2015–
16 current account deficit reached 16.4 percent 
of GDP. The country then contained its imports, 
pushing the deficit down to 9 percent of GDP 

FIGURE 8 Composition of government revenue, 2014–18
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FIGURE 9 Current account balances, 2008–20
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in 2018. In Libya, the current account deficit 
reached a staggering 52 percent of GDP over 
2014–16. With oil prices rising and oil production 
recovering, the current account returned to sur-
plus in 2017–18. Algeria and Libya financed their 
current account deficits by drawing on their for-
eign assets, so they did not incur higher external 
debts. But both countries experienced pressure 
on their exchange rates. Algeria, with a more flex-
ible exchange framework than Libya’s, allowed 
a major depreciation. But by 2017, given recov-
ering oil prices, the official exchange rate depre-
ciation slowed and even reversed — since March 
2018, the nominal and real effective exchange 
rates have appreciated. Libya maintained its peg 
to the dollar but in 2017 devalued its currency 
by 8.6 percent (figure 10). Both countries still 
experience pressure, as shown by a large diver-
gence between the official and the black market 
exchange rates.

Mauritania, which also depends on mineral 
exports, experienced a large increase in its cur-
rent account deficit during 2014–16 (see figure 9). 
But that increase was due to substantial imports 
of capital goods for the extractive sector, financed 

mainly by foreign direct investment (FDI). Even 
so, external debt accumulated. With fiscal con-
solidation and exchange rate flexibility, the cur-
rent account deficit moderated but remained very 
large at 14.4 percent in 2017 and 16.0 percent in 
2018.

Egypt and Tunisia accumulated external debt 
rapidly over 2014–17, due to current account 
deficits. Between 2015 and 2018, Egypt’s exter-
nal debt went from 14.5 percent to 35.8 per-
cent of GDP, and Tunisia’s from 62.7 percent to 
82.6 percent (figure 11). Egypt reduced its cur-
rent account deficit from 6.6 percent of GDP in 
2017 to 4.4 percent in 2018 (see figure 9). Tuni-
sia reduced its current account deficit from a 
2017 high of 10.4 percent of GDP to a still high 
9–10 percent.

Egypt and Tunisia also experienced large 
exchange rate depreciations. When Egypt 
changed to full exchange rate flexibility from lim-
ited flexibility in November 2016, the Egyptian 
pound–US dollar exchange rate dropped by 
110 percent between october 2016 and January 
2017 and a further 41 percent between January 
2017 and May 2018. Since then, the rate has been 

FIGURE 10 Exchange rates, 2014–18
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In 2017 in 
North Africa, 
macroeconomic 
imbalances led 
to a high average 
annual inflation rate 
of 14.2 percent. 
In 2018, the 
regional average 
fell only slightly 
to 12.8 percent

stable at 17.85–17.95 Egyptian pounds per dollar. 
Tunisia, with a flexible exchange rate system since 
2016, saw its nominal exchange rate depreciate 
by 26 percent and its real effective exchange rate 
depreciate by 19 percent between December 
2015 and September 2018.

Morocco experienced moderate and steady 
current account deficits in the range of 3.6–
3.8 percent of GDP, as well as moderate increases 
in external debt. The country moved toward a 
more flexible exchange rate system in 2016, and 
the government allowed a broader margin for fluc-
tuations in January 2018. However, given a strong 
supply of foreign currency in the exchange rate 
market, the nominal and effective exchange rates 
varied little and have even appreciated.

In 2019 and 2020, the current account deficit 
as a percentage of GDP, though remaining sub-
stantial for all countries in the region, should be 
on a downward trajectory (see figure 9). In 2020, 
it is projected to be 5 percent for North Africa, 
with very high rates for Mauritania (9.7 percent), 
Tunisia (7.8 percent), and Algeria (7.4 percent). 
Those countries can be expected to accumulate 
debt or to experience continuing pressure on their 
exchange rates.

Inflation
In 2017 in North Africa, macroeconomic imbal-
ances led to a high average annual inflation rate 
of 14.2 percent (figure 12). In 2018, the regional 
average fell only slightly to 12.8 percent. These 
average rates of inflation were driven by very high 
rates in Egypt and Libya. Egypt’s inflation acceler-
ated from 14 percent before the November 2016 
exchange rate adjustment to a peak of 33 percent 
in July 2017, then fell to a 23.3 percent average for 
2017 and 20.6 percent for 2018. Libya also expe-
rienced high inflation due to economic disruptions 
and to a sharp exchange rate depreciation, espe-
cially on the black market.

In Tunisia and Mauritania, inflation has been 
accelerating. In Morocco, with a pegged exchange 
rate, inflation remained low in 2018, though it 
increased somewhat. In Algeria, inflation has been 
steady, and it even slowed to around 5.4 percent 
in 2018. In 2019–20, Algeria’s inflation should 
remain low, given the authorities’ active manage-
ment of liquidity in the context of extensive mon-
etary financing of the fiscal deficit. The 2019–20 
prospects in Mauritania and Morocco indicate 
subdued inflation, despite some acceleration. For 
Egypt, Libya, and Tunisia, inflation will remain a 
major policy challenge despite some moderation.

FIGURE 11 External debt accumulation in North African countries, 2008–18
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In North Africa, 
the average ratio 

of employment 
to working-age 
population was 
41.5 percent in 

2018 due to the 
low participation of 
women and youth

EMPLOYMENT AND 
UNEMPLOYMENT

The region’s 2017 and 2018 growth recovery has 
not translated into much job creation. The employ-
ment ratios remain low, and the unemployment 
rates stubbornly high.

In North Africa, the average ratio of employ-
ment to working-age population (ages 15 and 
above) was 41.5 percent due to the low participa-
tion of women and youth (ages 15–24) (figure 13). 
For Algeria, the ratio was as low as 37.2 percent 
with women’s participation at 12.5 percent, and 
for Mauritania, the overall ratio was 44.5 percent 
with women’s participation at 27.1 percent. By 
comparison, for Sub- Saharan Africa, the overall 
average ratio was 63.3 percent in 2017, and wom-
en’s participation was 57.7 percent.

Youth participation in the labor market was 
22 percent in North Africa, compared with 
42.8 percent in Sub- Saharan Africa. Low youth 
employment rates reflect both low participation 
and high unemployment.

The North African unemployment rate was 
about 12 percent in 2018. In Tunisia, the rate was 
down from its 2011 peak but still a high 15.3 per-
cent in 2018 (figure 14). Libya’s rate dropped 

sharply from 18.4 percent in 2016 to 15.7 percent 
in 2018.

over the past couple of years, Algeria, Egypt, 
and Morocco have experienced modestly declin-
ing unemployment rates that are lower than Lib-
ya’s and Tunisia’s. In Egypt, the rate dropped 
from 13.1 percent in 2015 to 11.8 percent in 2018, 
thanks to the recovery in growth. Morocco’s rate 
is stable at around 9 percent, and Mauritania’s at 
around 10 percent. The African Development Bank 
does not produce unemployment projections. Nev-
ertheless, expected moderate economic growth 
and continuing labor markets rigidity should result 
in persistent but slightly dropping unemployment 
rates in most economies of the region.

KEY POLICY 
RECOMMENDATIONS

The 2014–16 decline in commodity prices put a 
sudden end to the expansionary fiscal and mon-
etary policies of the preceding years. The earlier 
policies had been supported by higher commod-
ity prices or imposed by political and social pres-
sures, and they led to macroeconomic imbalances 
that had to be addressed.

FIGURE 12 Inflation, 2008–20
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over the past couple of years, the countries of 
North Africa made progress. Growth is rebound-
ing; inflation, current accounts, and fiscal deficits 
are decreasing; and debt is at best decreasing 
and at worst increasing more slowly than before. 

In the short to medium term, North African coun-
tries should continue macroeconomic stabilization 
to ensure price and exchange rate stability and 
debt sustainability.

FIGURE 13 Employment ratios, 2018
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FIGURE 14 Unemployment rates, 2010–18
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The policy agendas 
of North African 

countries should be 
to continue making 

the investment 
climate more 
conducive for 

private investment, 
with less red tape 
and bureaucracy, 
stronger property 
rights, and more 
efficient judicial 

systems

The lessons from the recent boom–bust cycle 
in commodity prices should be heeded, especially 
by oil exporting countries. The negative impact of 
volatility and procyclicality of government expen-
ditures is well established and has certainly con-
strained regional growth. Governments should 
establish strong budgetary institutions to avoid 
procyclicality in their expenditures and smooth the 
impact of commodity price volatility.

Most fiscal consolidation resulted from expen-
diture rationalization and control. Further steps 
should also rebalance government spending 
toward investing in human and physical capital 
instead of consumption. And countries should 
mobilize more tax revenues. Although the scope 
for such reforms varies, tax reforms and improved 
tax administration offer potential, and govern-
ments should broaden the tax base and fight 
tax evasion. Fiscal policy, the main source of 
macroeconomic imbalances in these countries, 
should bear the main burden of macroeconomic 
adjustment.

At the same time, countries must balance the 
competitiveness gains of exchange rate depre-
ciations against inflationary pressures and their 
social costs. Egypt, Libya, and Tunisia still face 
the challenge of bringing high inflation under con-
trol. Success in controlling deficits will allow gov-
ernments to limit monetary policy tightening and 
exchange rate depreciation. For the longer term, 
governments must deepen structural reform and 
use them more strategically to generate faster 
economic growth, with high employment growth 
and less inequality. Annual economic growth of 
around 4 percent is too low to improve employ-
ment, which is why reducing unemployment is still 
a challenge in all six North African countries.

The structural reforms needed for higher and 
more inclusive growth are broad and well known. 
The most critical is having better education and 
training systems focused on learning quality and 
equal opportunity. And inefficient health systems 
have not kept pace with population aging, lifestyle 
changes, or technological advances. Social equity 
calls for tax reform to more equitably distribute the 
tax burden, while redistribution reforms should 
ensure that most benefits reach the weaker and 
more vulnerable social groups.

Economic diversification and structural trans-
formation should remain at the core of the inclusive 
growth agenda. Diversification is especially rele-
vant to Algeria, Libya, and Mauritania, whose high 
dependence on commodity exports and vulnera-
bility to volatile prices will continue to pose major 
policy challenges. Those countries should imple-
ment institutional frameworks for better managing 
natural resource receipts, to diversify and reduce 
dependence on such resources. They should 
structure industrial policies to develop new activ-
ities through combined investments in infrastruc-
ture and education by government and by the pri-
vate sector. To encourage the private sector to play 
a greater role in diversification, they must prioritize 
financial reforms and better access to credit.

Structural transformation is critical for North Afri-
can economies. Their policy agendas should be 
to continue making the investment climate more 
conducive for private investment, with less red tape 
and bureaucracy, stronger property rights, and 
more efficient judicial systems. other critical tasks 
are making their business environments support 
competition and their labor markets function better. 
Finally, they must upgrade technology for manufac-
turing and other high value added activities.



PART 2
POLITICAL ECONOMY 
OF REGIONAL 
INTEGRATION

The resulting economic dynamism promotes 
reform and better economic governance, 
especially in such institutional domains as 
customs services and such trade domains 
as product quality standards. And open-
ing regional markets enables enterprises 
to explore foreign markets on a preferen-
tial basis, formulate export strategies, and 
develop capacities to adapt to the global 
market. Regional economic integration thus 
promotes growth, development, and struc-
tural transformation toward higher productiv-
ity and greater economic diversity.

North Africa, like the other regions in 
Africa, has begun to implement regional 
integration initiatives. Regional coopera-
tion dates back to the early economic his-
tory of the countries, with constant trade 
and movements of capital and people. The 
concern and desire for integration between 
North African countries came to the fore 
at the peak of the anticolonial struggle. In 
February 1947, historic Maghreb national-
ist movements organized the first regional 
meeting in Cairo, where they affirmed their 
commitment and solidarity in their national 
liberation struggles and adopted regional 

integration as the strategic thrust of post-
colonial construction.

The commitment to regional integra-
tion continued after independence. Three 
Maghreb countries — Algeria, Morocco, and 
Tunisia — met in Morocco in 1963 and signed 
the Rabat agreements focusing on three main 
strategic priorities. First was harmonizing the 
three countries’ policy toward major economic 
blocs, including Europe, whose construction 
was just beginning.6 Second was coordinating 
development plans and trade policy. And third 
was defining the terms and conditions for cul-
tural and technical cooperation and the stan-
dardization of legal and educational systems.

The other North African countries were 
not left out in these efforts. Egypt, after the 
1952 revolution, appealed for integration and 
regional cooperation to address the Arab 
world’s underdevelopment and marginaliza-
tion, pursuing the Arab nationalist ideology 
of the Free officers movement led by Gamal 
Abdel Nasser. Libya resolutely embarked on 
regional integration, particularly after the Sep-
tember 1969 change of power. In 1974, Libya 
tried to unite with other countries, including 
Tunisia, but the initiatives failed.

R egional integration enhances economic efficiency and efficacy and ensures better 

resource allocation in individual countries. It promotes national economic expansion and 

offers enterprises greater opportunities than their feeder markets provide, enabling them to 

enjoy economies of scale and higher productivity. It also enhances convergence between 

countries at varying levels of development, enabling those lagging behind to close the gap with 

leaders. Enterprises in small economies can quickly reach a critical size and find opportunities 

in new markets.
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Since then, more attempts have been made 
and treaties signed, but to no avail (figure 15). In 
1989, during an economic crisis, Algeria, Libya, 
Mauritania, Morocco, and Tunisia launched the 
Arab Maghreb Union (AMU) and pledged to 
strengthen economic integration in the region. 
However, the AMU has not held a high-level meet-
ing since 2008. Nor does the union include spe-
cifics concerning the free movement of goods, 
services, or people.

In the 1990s, the North African countries signed 
two additional agreements. First was the Common 
Market for Eastern and Southern Africa (CoMESA), 
founded in 1994, which includes Egypt, Libya, and 
Tunisia among its 21 members. Nevertheless, 
none of the North African countries has signed 
the free trade agreement established in october 
2000 in the context of CoMESA.7 Second was the 
Community of Sahel-Saharan States (CEN-SAD), 
established in 1998, which comprises all North 
African countries but Algeria among its 24 mem-
bers. In February 2013, a conference of heads of 
state in N’Djamena approved a new treaty to revive 

CEN-SAD and deepen sustainable development 
and regional security cooperation.

In March 2018, 49 African countries signed the 
African Continental Free Trade Agreement. As of 
December 2018, none of the North African countries 
had ratified it, though all had signed it.8 Like Africa 
overall, North Africa has more treaties than actions.

Despite the importance of integration, the theo-
retical consensus on it, and the attempts to promote 
it by the countries of North Africa, the region lags 
behind all other African regions. North Africa is far 
from meeting its people’s aspirations and expecta-
tions, especially in view of the changing debate and 
the launch of a continental free trade area in Africa.9

This outlook identifies reasons for the weak 
integration in North Africa, highlighting challenges, 
reviewing political economy theories, and identi-
fying actors and their strategies. It first assesses 
regional integration through recent developments 
to disclose untapped integration and cooperation 
potential. Then, relying on political economy theory, 
it seeks to identify the origins of the North African 
lag and the specific factors that have maintained it 

FIGURE 15 North African country membership in regional unions
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for decades. Last, it defines resources and strate-
gies to break the integration impasse and incorpo-
rate promoting cooperation in the region’s ongoing 
economic transitions.

INTEGRATION IN 
NORTH AFRICA: BELOW 
EXPECTATIONS

North Africa is one of the continent’s least inte-
grated regions. Its intraregional trade is very low 
compared with its trade with the rest of the world. 
This section analyzes the stylized facts of integra-
tion in North Africa to assess its inter- and intra-
regional trade flows, capital flows, movements of 
people, and the status of improving infrastructure 
and facilitating integration.

Intra- and inter-regional trade flows
North Africa contributes less than 1 percent of 
world trade — an estimated $303 billion in 2017 
(figure 16). The region’s GDP was also about 
1 percent of world GDP in 2017. Its population 
makes up 2.4 percent of world population.

The six countries have different degrees of 
openness to trade.10 Mauritania’s openness was 
109.3 percent, and Libya’s was 108.7 percent in 

2015. This means that the sums of each country’s 
exports and imports are higher than its GDP. In 
contrast, Egypt’s openness was 44.8 percent. In 
between, Tunisia stood at 99.9 percent, Morocco 
at 83.5 percent, and Algeria at 60.4 percent.

Even so, North Africa is fairly open compared 
with some other world regions (figure 17). After 
a rate well above the global average in the early 
2000s, North Africa’s dropped to a little above the 
global average of 56.3 percent in 2017. In 2001 the 
region’s rate of openness was 52 percent, com-
pared with a global average of 46 percent, and it 
rose to 83.9 percent by 2008, compared with the 
global average of 61.6 percent and higher than 
any other region, before falling by nearly 30 per-
centage points, much faster than any other region. 
This decline suggests that North Africa’s trade 
may have been more vulnerable to the global eco-
nomic/financial crisis than other regions. It now 
enjoys an average global level of openness.

The political and social unrest that rocked 
North Africa in the wake of the 2010–11 Arab 
Spring further constricted trade, already seriously 
affected by the 2008 global economic crisis. From 
2008, the region’s openness rate began to fall, as 
it did for all the regions. In North Africa, it reached 
its lowest level in 2016 — 46.8 percent, when Sub- 
Saharan Africa’s was 48.1 percent.

FIGURE 16 North Africa’s share of global trade, 2000–17
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Although bilateral 
trade is increasing 
in North Africa, it 

is still very limited 
compared with 

North African 
countries’ trade with 
the rest of the world

The analysis of intraregional trade in North 
Africa shows considerable variations with minimal 
activity (table 1). For all North African countries 
except Mauritania, between 2001 and 2017, the 
share of exports to the region as a percentage of 
total exports increased but remained very low and 
in no case reached 8 percent. The situation is vir-
tually the same for imports. For all countries except 
Libya and Morocco, the share of imports from the 
region as a percentage of total imports increased, 
but the increase was much more modest than the 
increase in exports. overall, Libya, Mauritania, and 
Tunisia are the most integrated.

Europe is North Africa’s traditional and long-
standing partner (table 2). The share of the region’s 
exports to the European Union remained high, 
though it declined considerably from 69.4 per-
cent in 2001 to 55.8 percent 2017. The decline 
could be attributed to, among other things, trade 
with new partners such as China, Africa, the Gulf 
Cooperation Council (GCC) member countries, 
and, to less extent, Turkey. The share of exports 
to GCC countries, for example, rose from 1.0 per-
cent to 5.2 percent of North Africa’s total exports. 
The share of intraregional exports as a percent-
age of the region’s total exports is still very small 
— just slightly more than 4 percent in 2017, against 
2.9 percent in 2001.

For imports, Europe remains North Africa’s 
preferred partner, though the share of imports 
from Europe dropped from 55.0 percent in 2001 
to 43.1 percent in 2017 (see table 2).11 The decline 
is due to the emergence of new supply markets, 
especially China and Turkey, but also the GCC 
and Africa. China and Turkey grew spectacularly 
as exporters to North Africa between 2001 and 
2017 — China’s annual average growth rate was 
20.6 percent, and Turkey’s was 13.9 percent.12 
Association of Southeast Asian Nations and GCC 
member countries also constitute new destination 
and supply markets for North Africa.

Although bilateral trade is increasing in North 
Africa, it is still very limited compared with North 
African countries’ trade with the rest of the world. 
In 2017, 4.6 percent of the region’s exports were 
destined for the region, while 2.8 percent of its 
imports originated in the region. Deficiencies 
related to trade facilitation — particularly trans-
port logistics and infrastructure, along with trade 
policies and the quality of institutions — impede 
integration. And interest in the region varies from 
one country to another. Tunisia appears to be the 
most oriented toward North Africa (see table 1). 
Morocco is more committed to integration with all 
of Africa than with the North African region. Mau-
ritania is more oriented toward countries outside 

FIGURE 17 Openness rate, North Africa and world regions, 2001–17
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North Africa. Egypt and Tunisia appear to have the 
most diversified trading partners within the region 
(tables 3 and 4). Last, the post-2011 political and 
security context has hindered intraregional trade.

Recent studies have used gravity models 
to assess the region’s bilateral trade potential.13 
These gravity models are based on two key com-
ponents: the country’s weight, measured using 
its GDP, and the distance between two coun-
tries. Trade potential increases proportionately to 
weight and inversely to distance. other variables 

include a common border, proximity to the sea, 
and a common currency. The main conclusion is 
that the region’s trade potential is far from being 
fully exploited (see tables 3 and 4).

Trade efforts are being intensified, particularly 
between Morocco and Tunisia, already the best 
integrated in the region. Generally, Morocco and 
Tunisia’s greater integration reflects their more 
extensive industrial diversification resulting from 
a developmental focus on manufacturing in the 
1970s, owing to limited natural resources. They 

TABLE 1 North Africa’s intraregional trade, 2001 and 2017

Exports to North Africa 
(% of total exports)

Imports from North Africa 
(% of total imports)

2001 2017 2001 2017

Algeria 2.0 4.9 1.0 2.2

Egypt 2.8 4.9 1.0 1.4

Libya 3.3 4.1 7.5 7.4

Mauritania 1.2 0.2 5.2 6.5

Morocco 1.9 2.5 3.2 2.8

Tunisia 6.0 7.8 5.5 6.1

Source: United Nations Comtrade data.

TABLE 2 Share of world trading partners in North Africa’s trade, 2001 and 2017

Exports to North Africa 
(% of total exports)

Imports from North Africa 
(% of total imports)

2001 2017 2001 2017

EU-28 69.4 55.8 55.0 43.1

United States 7.4 6.3 8.5 5.1

Africa 3.8 8.3 4.3 3.8

Association of 
Southeast Asian Nations 1.1 2.0 1.8 2.8

GCC 1.0 5.2 3.6 6.6

Turkey 3.7 4.0 2.0 4.4

China 0.5 2.8 2.6 12.5

North Africa 2.9 4.6 3.0 2.8

Note: The members of the European Union are Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, 

Denmark, Germany, Estonia, Finland, France, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, 

Malta, Netherlands, Poland, Portugal, Romania, Slovenia, Slovakia, Spain, Sweden, and United Kingdom. 

Source: Based on United Nations Comtrade data.
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The limited 
integration of 

countries such as 
Algeria and Libya 

in intraregional 
trade reflects their 

low economic 
diversification and 
high dependence 

on raw material 
extraction

have also sought to balance their export and 
domestic sectors in their development strategies. 
Their export promotion emphasis and the high 
demand from Europe for labor-intensive products, 
particularly textiles, explain their close relationship 
with each other and with Europe. Meanwhile, their 
economic diversification and export experience 
enable them to foster greater integration with 
other countries in North Africa.

The limited integration of countries such as 
Algeria and Libya in intraregional trade reflects 
their low economic diversification and high depen-
dence on raw material extraction. That economic 
structure justifies the greater importance of Euro-
pean and other extraregional trade compared with 
intraregional trade.

Although most studies on integration poten-
tial cover all of the Middle East and North Africa 
region, some focus on North Africa. Achy (2007) 
finds that the correlation between simulated and 
observed intraregional trade is 10.7, indicating 
that intraregional trade in North Africa is a tenth 
of its potential. The intraregional trade correlation 
is high for all countries, but the trade potential 
of countries that have improved trade relations 
with the region and increased their presence 
in regional markets is lower than the regional 
average. Tunisia’s trade potential is about 8.3, 
Egypt’s 8.5, and Morocco’s 9.1. Conversely, the 
least integrated countries have the highest trade 
potential, notably Mauritania with an average 
potential of 18.3, Algeria with 13.3, and Libya 
with 10.1.

TABLE 3 Exports to each country as a share of total exports to the region, 2017 (%)

Exports to

Algeria Egypt Libya Mauritania Morocco Tunisia

Algeria na 26.4 1.1 2.9 26.0 43.6

Egypt 28.3 na 17.4 1.0 27.4 25.9

Libya 0.7 90.4 na 0.0 5.2 3.6

Mauritania 5.4 26.2 4.8 na 7.0 56.7

Morocco 33.1 8.6 12.2 30.9 na 15.2

Tunisia 42.1 3.8 35.5 2.0 16.7 na

 na is not applicable.

Source: United Nations Comtrade database.

TABLE 4 Imports from each country as a share of total imports from the region, 2017 (%)

Imports from

Algeria Egypt Libya Mauritania Morocco Tunisia

Algeria na 41.6 0.0 0.0 25.8 32.6

Egypt 44.4 na 43.4 0.1 7.2 4.9

Libya 3.3 39.6 na 0.0 7.4 49.7

Mauritania 17.7 4.8 0.1 na 69.8 7.7

Morocco 43.8 37.2 1.6 0.0 na 17.3

Tunisia 59.8 27.5 2.9 0.2 9.6 na

 na is not applicable.

Source: United Nations Comtrade database.
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North Africa 
appears more as 
a destination for 
FDI and has a very 
limited presence as 
a foreign investor 
worldwide

The limited trade between North African coun-
tries creates an enormous potential for regional 
cooperation. The potential differs among coun-
tries: the most integrated have already reduced 
the gap and thus have the smallest, albeit still 
high, trade potential.

Foreign direct investments and 
financial flows
The low integration of North African countries is 
also reflected in FDI inflows and outflows (table 5). 
FDI flows in general and outflows in particular are 
low. North Africa appears more as a destination 
for FDI and has a very limited presence as a for-
eign investor worldwide.

Although Europe attracted a very large share 
of FDI in 2001, new FDI host countries emerged 
by 2017, mainly Association of Southeast Asian 
Nations (ASEAN) member countries and Africa, 
but also the GCC and, to less extent, North 
Africa (figure 18). North Africa’s inflows remain 
comparatively small, though they increased from 
$4.9 billion in 2001 to $12.5 billion in 2017, rep-
resenting an average increase of 6.1 percent per 
year. That increase ranks North Africa among 
the regions with the highest increases, after the 
GCC (13.8 percent) and ASEAN (7.9 percent) 
(figure 19). The global average increase was 
3.9 percent.

TABLE 5 Inflows and outflows of foreign direct investment, 2001–17

2001 2005 2010 2015 2017

Inflows, $ millions (FDI as a % of total North Africa FDI)

Algeria 1,113
(22.8)

1,145
(10.6)

2,301
(16.7)

–584
(–5.3)

1,203
(9.7)

Egypt 510
(10.5)

5,376
(49.7)

6,386
(46.2)

6,925
(62.4)

7,392
(59.3)

Libya –133
(–2.7)

1,038
(9.6)

1,909
(13.8)

... ...

Morocco 2,807
(57.7)

1,654
(15.3)

1,574
(11.4)

3,255
(29.3)

2,651
(21.3)

Mauritania 77
(1.6)

812
(7.5)

131
(0.9)

502
(4.5)

330
(2.6)

Tunisia 487
(10)

783
(7.2)

15,135
(11.0)

1,003
(9.0)

880
(7.1)

North Africa 4,861
(100)

10,808
(100)

13,814
(100)

11,101
(100)

12,456
(100)

Outflows, $ millions (FDI as a % of total North Africa FDI)

Algeria 9
(3.0)

–20
(–6.9)

2,215
(4.6)

103
(7.6)

–4
(–0.3)

Egypt 12
(4.0)

92
(31.8)

1,176
(24.5)

182
(13.3)

199
(14.9)

Libya 175
(58.5)

128
(44.3)

2,722
(56.7)

395
(29.0)

110
(8.3)

Morocco 97
(32.4)

75
(26.0)

589
(12.3)

653
(47.9)

960
(72.1)

Mauritania ... 2
(0.7)

17
(0.4)

0
(0.0)

10
(0.8)

Tunisia 6
(2.0)

12
(4.2)

74
(1.5)

31
(2.3)

57
(4.3)

North Africa 299
(100)

289
(100)

4,798
(100)

1,364
(100)

1,332
(100)

 ... is not available.

Source: Based on United Nations Conference on Trade and Development data.
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North Africa has very limited presence as a 
foreign direct investor (figure 20). The EU remains 
the leading foreign investor, although its FDI out-
flows virtually stagnated between 2001 and 
2017 (0.6 percent) (figure 21). The most dynamic 

regions for FDI outflows are ASEAN and the GCC. 
The African continent ranked higher among the 
world’s FDI providers in 2017 than it had in 2001. 
Although the global growth in FDI outflows aver-
aged 4.7 percent over 2001–17, it was spectacular 
in the GCC — almost 35 percent — and in Africa — 
more than 26 percent. North Africa remained a 
very low-impact region compared with the rest 
of the world, though its FDI outflows increased 
almost 10 percent a year on average.

Within North Africa in 2001, Morocco was the 
main destination for FDI, followed by Algeria and 
Tunisia (figure 22). But in 2017, Egypt was the main 
destination, followed by Morocco. The proportion 
of FDI going to Algeria and Tunisia was smaller 
in 2017 than in 2001. In addition, Mauritania 
remained marginal, though inflows were increas-
ing. Data for Libya were unavailable.

FDI outflows also changed (figure 23). In 2001, 
Libya had the highest FDI outflows. Morocco 
ranked second, followed very far behind by 
Egypt, Algeria, and Tunisia. In 2017, Morocco 
had the highest outflows, while Libya’s had 
shrunk, and all other countries improved their 
performance.

over 2001–17, on average, all countries’ FDI 
inflows improved except Morocco’s, which fell 
by an average of 0.4 percent a year (figure 24). 
Egypt was the most dynamic, with average annual 
growth of more than 18 percent. All countries’ 
outflows grew except Libya’s. Egypt’s outflows 
grew by 19 percent, Morocco’s by 15 percent, 
and Tunisia’s by 15 percent.

Financial integration in North Africa is lower 
than in other world regions, mainly due to uneven 
development and uneven modernization of mone-
tary and financial systems. Countries are plagued 
by four deficiencies. The first is the banking sys-
tem’s predominance in financing the economy, 
especially public banks, whose governance is 
often suboptimal, particularly in managing bad 
debts. The second is regulatory frameworks that 
prevent foreign banks from operating in some 
countries. The third is underdeveloped financial 
markets. The fourth is the virtual absence of alter-
native forms of financing such as microfinance.

The deficiencies do not arise in the same way 
in all countries. The lead countries in developing 
and modernizing their monetary and financial 

FIGURE 19 Average annual growth of foreign direct investment 
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systems are Egypt, Morocco, and Tunisia (table 
6). Since the 1990s, their monetary authorities 
have actively pursued reforms to develop their 
monetary and financial systems and align them 
with international regulatory and supervision stan-
dards. Morocco and Tunisia have improved their 
financial integration in banking, enabling the suc-
cessful establishment of Moroccan banks in Tuni-
sia. Morocco and Tunisia are also trying to bring 
the Casablanca Stock Exchange and the Tunis 
Stock Exchange closer together through swap 
quotes in both financial markets. Algeria, Libya, 
and Mauritania lag behind.14

Financial integration in North Africa is a long 
process. Its success will depend on establishing 
a stable macroeconomic framework, a stable and 
robust banking and financial system with ade-
quate regulation and supervision, reforms further 
modernizing payment and financing capabilities, 
and a more responsive legal system.

Migratory movements and regional 
integration
Egypt and Tunisia send the most migrants to other 
North African countries, and Libya is the leading 
host country (table 7). In 2010, about 400,000 
Egyptian and 85,000 Tunisian migrants were in 
Libya, an increase from 2000. The number of 
bilateral migrants between other countries in the 
region is much more modest.

In addition, the Arab Spring disrupted move-
ments of people within the region. Growing inse-
curity and armed conflicts, particularly in the larg-
est host country, Libya, sharply reduced migration. 
Thus, in 2017, the number of Egyptian migrants in 
Libya dropped below 21,500, and the number of 
Tunisian migrants in Libya dropped to a little above 
3,150. In contrast, insecurity led to fresh move-
ments of people from Libya. Thus, the number of 
Libyan migrants has increased remarkably in all 
North African countries except Mauritania.

Afrobarometer, in a survey of popular sup-
port for regional integration among 36 African 
countries, found that 56 percent supported free 
cross-border movement of people.15 But in the 
four North African countries included in the survey, 
support was far below the average: Algeria with 
41 percent, Tunisia 40 percent, Morocco 40 per-
cent, and Egypt 31 percent. The results were 

independent of the perceived difficulty of crossing 
international borders, which was not above aver-
age in the North African countries. However, many 
respondents in Algeria, Morocco, and Egypt said 
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they did not try or did not know about the difficulty 
of crossing — in Tunisia, the proportion was 4 per-
cent, in Algeria 23 percent, in Morocco 40 per-
cent, and in Egypt 51 percent.

North Africa’s proximity to Europe and the 
Middle East generally encourages migration outside 
Africa.16 only 13 percent of international migrants 

from the region remained on the continent in 2017, 
and the other 87 percent migrated outside it.17 In 
contrast, for Africa as a whole, most international 
migrants (53.4 percent) remained on the continent.18

And North Africa’s characteristic rigid labor 
regulations and weak institutions impede the 
movement of workers within the region. The 
region’s growth and development would benefit 
from encouraging movements of people, partic-
ularly of workers, which often meet the need for 
skills various labor markets lack, thus promoting 
the transfer of human capital and enhancing com-
petitiveness and economic diversification. So, the 
structural transformation of North African econ-
omies would advance through the movement of 
workers toward skilled labor-intensive sectors.

The bilateral flows of remittances within the 
region follow the same pattern as the move-
ment of migrants (table 8). The largest sums are 
remitted to Egypt and Tunisia, the countries of 
origin, from Libya, the main host country. In 2010, 
Egypt received $1.1 billion from Libya, and Tunisia 
$225 million. The Arab Spring caused a drop in 
remittances: in 2017, the fund flow to Egypt from 
Libya was $101 million, and to Tunisia, $7 million.

Infrastructure and trade facilitation
The low trade and migration in North Africa often 
reflect barriers beyond politics and trade. The bar-
riers generally arise from transport infrastructure, 
the business environment, logistics and foreign 
trade regulations, the information and telecom-
munication network, and institutions and govern-
ment services (procedures, bureaucracy, and so 
on). They entail additional costs that may dissuade 
economic operators in the region from trading 
with each other instead of their traditional Euro-
pean or Middle East partners. Trade facilitation is 
thus essential in attracting trading partners in gen-
eral, regional partners in particular, and FDI.

Since the 1990s, North African countries have 
initiated reforms to facilitate trade. But not all coun-
tries are on an equal footing, so the reforms are 
uneven. Egypt, Morocco, and Tunisia are in the 
lead, while Libya and Mauritania lag behind. The 
reforms mainly improve road, port, and airport 
infrastructure and customs management (digitiz-
ing, relaxing procedures, reducing waiting time, 
and setting up information systems). The record on 
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intraregional trade and migration shows that these 
reforms have not strengthened economic relations 
much between countries in the region. Instead, they 
have facilitated bilateral trade outside the continent.

A number of indicators measure the level of 
trade facilitation and assess the business environ-
ment in the various countries. Two specific indices 
are the Logistics Performance Index (LPI) of the 
World Bank and the Global Competitiveness Index 
(GCI) of the World Economic Forum.

The LPI, based on a number of subcriteria, 
rates foreign trade challenges in logistics and 
transport (table 9). Egypt, Morocco, and Tunisia 
are rated best in the region overall. on some sub-
criteria, Algeria is one of the top three, but on all 
of them, Libya and Mauritania are far behind, par-
tially explaining low intraregional trade.

The GCI ranks countries from the most com-
petitive to the least competitive based on such 
factors as the macroeconomic environment, qual-
ity of institutions, efficiency of the labor market, 
and degree of technological innovation (table 10). 
Morocco, Algeria, and Tunisia are ranked as the 
most competitive in North Africa. Rankings by 
subcriterion differ from the overall rankings. For 
example, Tunisia is ranked second on innovation 
ecosystem component, and Mauritania is ranked 
second on macroeconomic stability.

Generally, the surveys that underlie the 2018 
GCI indicate that corruption, cumbersome 
bureaucracy, political instability, and inaccessibil-
ity of financing are the main deficiencies in North 

Africa.19 Political instability is cyclical and included 
due to the unrest that has rocked the region since 
2011. But the other factors are structural and 
impede intraregional trade.

Regional integration in North Africa remains 
modest despite numerous efforts to strengthen 
transport infrastructure, improve the quality of 
institutions, relax foreign trade procedures, and 

FIGURE 24 Average annual growth of foreign direct investment 
inflows and outflows, 2001–17
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TABLE 6 Indicators of financial development

Financial 
Freedom 
Index, the 
Heritage 

Foundation 
2018 (0–100)

Bank assets, 
IMF 2016 

(% of GDP)

Financial 
system 

deposits, IMF 
2016 

(% of GDP)

Liquid 
liabilities, IMF 

2016 
(% of GDP)

Credit 
Information 

Sharing Index, 
World Bank 

2017 (0–8: low 
to high)

Algeria 30 57.2 47.8 72.8 0

Egypt 50 84.0 69.5 81.9 8

Mauritania 40 23.8 18.5 25.6 3

Morocco 70 85.4 88.6 110.8 7

Libya 20 72.9 197.9 293.3 0

Tunisia 30 86.0 57.1 68.9 6

Note: Data for Mauritania are from 2012.
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TABLE 7 Number of bilateral migrants in North Africa, 2000–17

Origin

Algeria Egypt Libya Morocco Mauritania Tunisia

D
es

ti
n

at
io

n
Algeria

2000 na 169 35 41,770 1 5,426

2010 na ... ... ... ... ...

2017 na 0 4,665 1,087 0 685

Egypt

2000 1,695 na 3,122 1,149 159 711

2010 1,246 na 7,285 ... 0 0

2017 1,478 na 8,648 2,018 147 1,269

Libya

2000 6,234 318,394 na 3,298 15 67,943

2010 0 397,064 na ... 0 84,585

2017 3,669 21,474 na 5,008 364 3,153

Morocco

2000 13,233 185 37 na 1 60

2010 ... ... ... na ... ...

2017 17,637 1,904 1,569 na 1,632 2,643

Mauritania

2000 1,722 240 147 364 na 262

2010 2,744 383 235 ... na 418

2017 3,505 489 300 740 na 534

Tunisia

2000 15,846 5 2,120 7,165 1 na

2010 12,176 0 1,083 ... 0 na

2017 11,775 1,159 9,302 6,218 538 na

 ... is not available.

 na is not applicable.

Source: World Bank Global Bilateral Migration Database 2018.

TABLE 8 Bilateral remittances to North Africa, 2010 and 2017 ($ millions)

Origin

Algeria Egypt Libya Morocco Mauritania Tunisia

D
es

ti
n

at
io

n

Algeria

2010 na 2 0 0 4 17

2017 na 2 4 18 4 12

Egypt

2010 0 na 1,098 0 1 0

2017 0 na 101 0 2 0

Libya

2010 ... ... na ... ... ...

2017 0 0 na 0 0 0

Morocco

2010 0 3 0 na 1 10

2017 2 4 10 na 1 12

Mauritania

2010 ... ... ... ... na ...

2017 0 0 0 0 na 0

Tunisia

2010 0 0 225 0 1 na

2017 2 3 7 0 1 na

 ... is not available.

 na is not applicable.

Source: World Bank, Bilateral Remittances Matrix 2010 and 2017.
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facilitate the movement of goods and people. 
However, intraregional trade falls short of the pos-
sibilities, and more migrants move from the region 
to destinations outside it and outside the continent 
than within the region.

ADDRESSING THE POLITICAL 
ECONOMY FOR INTEGRATION

Regional integration depends on political will and 
the participation of stakeholders from institutions, 
the private sector, civil society, and public author-
ities. A political economy analysis of economic 
integration can help explain why regional integra-
tion in North Africa is faltering.

This outlook uses a broad and open approach 
to political economy, capturing and analyzing inter-
actions between economic, political, and social 
actors and their effects on institutions and dynamics 
of social change. The analysis covers the strategies 
of economic actors to defend and strengthen their 
economic interests and positions of power. It also 
studies political and economic actors’ strategies for 
negotiating and building alliances and coalitions, 
as well as the processes of achieving consensus 
on developing new policies, laws, and institutions. 
It pursues a deep understanding of political, eco-
nomic, and social actors’ motives in introducing 
social changes. The approach therefore helps to 
understand the outcomes of these dynamics, espe-
cially those determining losers and winners.

TABLE 9 Logistics Performance Index, 2018

Country
LPI

rank
LPI 

score

Customs Infrastructure
International 

shipment

Competence 
and quality 
of logistics

Tracking 
and tracing Timeliness

Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score

Egypt 60 2.95 65 2.67 55 2.91 59 2.94 55 2.95 64 2.91 67 3.30

Morocco 67 2.67 114 2.36 80 2.58 75 2.80 92 2.59 104 2.57 93 3.09

Tunisia 104 2.59 130 2.27 117 2.27 115 2.53 113 2.45 80 2.78 76 3.20

Algeria 107 2.56 127 2.28 95 2.45 113 2.54 101 2.53 91 2.65 117 2.89

Libya 155 2.21 156 2.00 136 2.17 158 2.18 148 2.21 166 1.90 128 2.78

Mauritania 157 2.20 142 2.16 147 2.09 161 2.15 162 2.06 156 2.18 156 2.54

Note: Numbers in bold show the top three for that subcriterion. The rankings covered 160 countries.

Source: World Bank 2018.

TABLE 10 Global Competitiveness Index, 2018

Country GCI
GCI rank 

2018
GCI rank 

2017

Subcriterion rank 2018

Enabling 
environment 
composite Institutions

Infra
structure

Macro
economic 
stability

Human 
capital 

composite
Markets 

composite Market size

Innovation 
ecosystem 
composite

Morocco 58.5 75 77 58 54 53 47 100 59 53 88

Tunisia 55.6 87 86 88 75 84 118 67 100 70 84

Algeria 53.8 92 92 93 120 88 111 78 104 38 106

Egypt 53.6 94 94 105 102 56 135 99 82 24 81

Mauritania 40.8 131 128 127 133 135 97 112 140 130 134

Note: Numbers in bold show the top two for that subcriterion. The rankings covered 140 countries. Data on Libya are not provided in the 

report.

Source: World Economic Forum 2018.
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The history of 
North African 

integration  largely 
explains the region’s 

slow movement 
compared with 

progress in other 
African regions

This approach focuses on the benefits of 
integration to discover the actors that can play 
a role. First, opening markets and establishing 
customs unions can strengthen trade and allo-
cate resources more effectively. These benefits 
can drive local enterprises to demand that their 
governments establish common external tar-
iffs.20 Moreover, monetary zones and common 
currencies reduce uncertainty, cut costs, and 
foster trade. That leads enterprises and eco-
nomic actors to advocate for adopting them. And 
greater fiscal coordination, economic union, and 
control of market imperfections are called for 
to support the mobility of goods, workers, and 
capital.

What explains the deep-seated reasons for 
integration’s delay? Political, economic, and social 
actors had a weak formal presence, and they 
failed to create enough pressure to foster greater 
integration and open borders. So, institutions 
expressed only the will of their government. The 
history of North African integration — with weak 
institutions and lacking political, economic, and 
social actors — largely explains the region’s slow 
movement compared with progress in other Afri-
can regions (figure 25).

The project for greater cooperation and inte-
gration among North African countries dates 
back to the colonial era. The idea of greater 

post-independence cooperation developed 
among political leaders just as solidarity devel-
oped uniting national liberation movements in 
their struggle against colonization. Integration 
was at the center of the anti-colonial struggle and 
became an important dimension of building nation 
states and achieving economic independence. 
The first meeting between the national liberation 
movements of three Maghreb countries — Algeria, 
Morocco, and Tunisia — took place in Cairo in 1947, 
prepared and organized by the Committee for the 
Liberation of the Arab Maghreb. The commit-
tee, which offered the framework throughout the 
1950s for discussion and coordination among the 
three Maghreb nationalist movements, became 
the forum for reflecting on future post-indepen-
dence integration.

The history of regional integration in North 
Africa had four phases resulting from political, 
economic, and social actors interacting in the 
context of state and institution building. The first 
was defined by the waves of independence and 
the political will to embark on regional construc-
tion. The second, during the 1970s, was marked 
by growing divergence and the will to strengthen 
national sovereignties, sidelining regional inte-
gration. The third, during the 1980s political 
and economic sovereignty crisis, renewed the 
interest in integration. The fourth, beginning in 

FIGURE 25 The regional integration drive in North Africa

National, regional,
and international
consequences

Institutional
mechanisms

Interaction between
integration processes

Social pressures,
political, economic,
and social action,
and civil society

Governments,
government services,

and bureaucracies

Institution
building

Source: Based on Grindle and Thomas (1991).
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The drive for 
regional cooperation 
in North Africa 
lost steam after 
independence

the mid-1990s, was characterized by the rise 
of competing plans and difficulties in achieving 
integration.

The first phase began shortly after the inde-
pendence of Algeria. The initial meeting was orga-
nized in 1963 in Rabat, where the first agreements 
signed by Algeria, Morocco, and Tunisia stated 
the commitment to:
• Harmonize policy on major economic blocs, 

including Europe.
• Coordinate government plans and strategies 

and increase trade among the three countries.
• Lay down conditions for greater cultural and 

technical cooperation, and judicial and educa-
tional system standardization.21

These regional cooperation efforts continued 
with the organization in 1964 of the Tangier Con-
ference, which enabled the Algerian Moroccan, 
and Tunisian governments to sign an agreement 
on harmonizing industrial development strategies. 
The conference established a Standing Advisory 
Committee, a Center for Industrial Studies, and, 
later, a Maghreb Commission on External Trade. 
The various commissions were to formulate 
common policies in basic sectors.

These initial steps toward integration portrayed 
a dynamism largely driven by state actors. other 
actors were absent, playing only limited roles in 
the integration drive. All these actors embraced 
the integration ideal, which they turned into a stra-
tegic thrust supplementing and reinforcing political 
and economic independence.

But the drive for regional cooperation lost 
steam after independence. State actors occupied 
center stage in implementing the integration plans 
according to their own ideas in some countries. 
The absence of pressure from other actors on 
governments delayed integration. National con-
struction preoccupied the various governments 
during the post-independence period and ham-
pered the integration drive.

The governments quickly realized that there 
was a gap between regional construction dynam-
ics and the promises made and hopes raised 
during the liberation struggle. Consequently, a 
meeting was organized in 1967 among the min-
istries of economy of Algeria, Libya, Morocco, 
and Tunisia, which focused on the poor progress 
toward regional integration. The meeting decided 

on a new five-year plan to strengthen cooperation. 
The agreement established three priorities:
• Identify industries whose products could have 

free access and common protection.
• Liberalize trade, with common protection for 

third parties.
• Set up a common bank and a multilateral pay-

ment mechanism.22

However, the new agreement was imple-
mented no more than the previous ones had 
been. Regional integration did not make any real 
progress, despite the real political will and the 
development models of the 1960s focused on 
basic industries. Consolidating national plans 
and affirming the legitimacy of the nation states 
resulting from independence took precedence 
over regional political agendas. State dynamics 
took priority, since all the other actors espoused 
national integration.

The second phase, which started in the 1970s, 
further sidelined the integration plan. one reason 
was the difference between development models. 
While Algeria followed a model centered on 
basic industries and geared toward the domestic 
market, Morocco, Egypt, and Tunisia altered their 
development strategies toward focusing on export 
industries and opening their markets to FDI. The 
increasing divergences hampered integration and 
the movement of goods.

This second integration phase witnessed 
the rise of various actors, especially labor 
unions, employer unions, and some professional 
organizations — in the Maghreb and more broadly 
in North Africa. Meetings, initiatives, and regional 
colloquiums pressing for greater regional integra-
tion grew in number. However, these timid voices 
could not change the direction of states preoccu-
pied with building national economies.

In the third phase, which started in the mid-
1980s, integration made a big comeback.

In 1989, this phase gave birth to the Arab 
Maghreb Union (AMU), the most significant inte-
gration initiative. A summit of the heads of state 
of five countries — Algeria, Libya, Mauritania, 
Morocco, and Tunisia — provided the region with 
this new institution and new governance bodies, 
including the presidency, the presidential coun-
cil, and the assembly. The experiment empha-
sized economic programs and established many 
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To go from Cairo in Egypt to Nouakchott in Mauritania, a driver would have to cover 

more than 6,000 kilometers. The Sahara Desert runs through all six countries, account-

ing for 80 percent of Algeria's land area and more than 90 percent of Egypt's, Libya's, 

and Mauritania's. Few roads cross the desert. Quite a few borders are closed for politi-

cal or security reasons. And despite the countries being members of regional unions, 

most require visas from regional citizens.

Moving Across 

NORTH  
AFRICA
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The border between Algeria and Morocco has been closed since 1994. To go from one country to 
the other, people and goods have to fly, travel by ship, or go through Mauritania. 

• There are numerous direct flights between the two countries. Air Algérie and Royal Air Maroc 
fly between Casablanca and Algiers.

• Or one can sail the short Gibraltar strait from Morocco to Spain then reach Alicante or Almeira 
for a second ferry, which should reach Oran in Algeria eight hours later.

Algeria, Egypt, Libya, Morocco, and Tunisia are members of the Pan-Arab Free Trade Area (also 
called the Greater Arab Free Trade Agreement). Under the agreement, no import duties are 
charged, but some exceptions apply, especially in Morocco for salt, coriander, and fish. Under 
the (temporary) rules of origin, 40 percent of content must be from within the free trade area.

From Morocco, one could go south to Mauritania by the coastal highway, reach the only cross-
ing point on the frontier at Bir Guendouz, then travel north to Algeria and cross the border in 
Tindouf, the only crossing point on the Algeria–Mauritania border (open since 18 August 2018). 
The opening of the frontier is part of an effort to enhance trade flows and cooperate on security 
and antiterrorism initiatives. 
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Moroccan nationals need a visa to enter Mauritania, obtainable at the border but usually for only a short period.

Mauritanians can freely enter Algeria and Tunisia but need a visa for the three other countries.

Although Mauritania is party to the Arab Maghreb Union and the Community of Sahel-Saharan States, neither 
regional economic community has a free trade arrangement in place. As a result, all goods imported from 
other African countries are levied with an ad valorem applied tariff of 20 percent. 

The security situation in Libya since 2011 has hampered exchanges with its North African neighbors. Crossing 
points on the Libya–Tunisia border are at Ghamades, Ras Ajdir, and Wazzin. Ras Ajdir accounts for more than 
70 percent of land crossings but has been subject to frequent and unplanned closures since 2011. Even so, it 
remains an important entry point for people.

Likewise the crossing of the Libyan–Egyptian borders at Masaid and Sallum have also been subject to frequent 
and unplanned closures since 2011. 

Egyptians nationals need a visa to travel to the region’s other five countries, and Egypt requires an entry visa 
from all North African nationals, independent of their country of origin. Morocco recently signed an agreement 
with Egypt so that visas can be obtained in 24–48 hours.

Recently a Tunisian African Development Bank consultant took a family road trip from Tunis to El Kala, a small 
Algerian town of 30,000 inhabitants only 22 kilometers from the border. The 235 kilometers from Tunis to El 
Kala takes three and a half hours on a secure and scenic road.

The border is crossed at Oum Teboul. Formalities are simple and straightforward, with border patrols facing 
each other. The time to cross the border is short since the two countries share data on people and cars. No 
wonder that Oum Teboul is the busiest border in all the Maghreb, with up to 800,000 travelers a year. Tunisia 
has been the destination of choice for more than 50 percent of Algerian tourists since 2005. 

At El Aïoun, another crossing point 15 kilometers to the south, the system is automated. And given a preferen-
tial treaty signed by Algeria and Tunisia and on 4 December 2008, this route is favored for all commercial goods.
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Economic and 
social actors have 

played a limited 
role pressuring 
governments to 

strengthen regional 
cooperation and 

integration

commissions to revamp cooperation between 
the countries of the region. Despite the hope, the 
regional integration plan stalled, and the various 
institutions set up by the union progressively froze.

In the fourth phase, beginning in the mid-
1990s, competing integration plans arose, and 
intraregional projects faced difficulties. Three 
integration initiatives were taken in North Africa. 
The first was the signing of free trade agreements 
between the European Union and four countries 
— Tunisia in 1995, Morocco in 1996, Egypt in 
2004, and Algeria in 2006. The agreements rap-
idly gained ground. The various governments, 
state actors, and private economic actors pro-
moted the rapid adoption of integration projects. 
Business upgrading programs in North African 
countries reduced fears of increasing competition 
from southern European companies as markets 
opened. Civil society actors exerted great pres-
sure on state actors.

The second initiative was the establishment in 
1997 of the Pan-Arab Free Trade Area (PAFTA) by 
the League of Arab States. The members are all 
North African countries but did not include Mau-
ritania, which was a member of the Economic 
Community of West African States (ECoWAS) 
until 2001. However, the agreement did not lead to 
major trade and cooperation.

The third initiative was the Agadir Agreement 
signed in 2004, the starting point for a Mediterra-
nean free trade area. Egypt, Morocco, and Tunisia 
signed the agreement. The agreement received 
the support of the European Union.

In addition, North African countries have joined 
free trade areas in Sub- Saharan Africa. Egypt and, 
more recently, Tunisia joined CoMESA. Morocco 
and Tunisia are trying to develop cooperation ties 
in West Africa with the West African Economic 
and Monetary Union and ECoWAS.

The increased competition between integra-
tion initiatives created more difficulties in the intra-
regional integration drive. Insecurity challenges 
reduced the movement of people. And the insti-
tutional weakness of the AMU secretariat has 
undermined the integration process.

These difficulties do not imply the end of intra-
regional integration. Dynamics have changed as 
private economic actors overcome their timid-
ity and participate. Thus, Tunisian industrial 

enterprises, such as the manufacturer Coficab, 
are found in Algerian and Moroccan markets. 
Moroccan banks and financial institutions (nota-
bly Attijari Wafa Bank) have a marked presence in 
Tunisia and, more recently, Egypt. other initiatives 
to strengthen regional integration in North Africa 
exist in trade, finance (such as the creation of the 
Maghreb Bank for investment and external trade), 
social protection, migration, civil society, and 
research.

The North African integration drive reflects, 
in addition to institutional dynamics, the inter-
action between state actors and economic and 
social actors. This interaction’s political economy 
explains the ups and downs of the integration 
movement. Basically, economic and social actors 
have played a limited role pressuring governments 
to strengthen regional cooperation and integra-
tion. And the weakness of institutions responsible 
for integration has not helped. So, the integration 
plan has been implemented according to state 
interests, and the impact of political and economic 
divergences largely explains the plan’s stalling.

Furthermore, competition with other integration 
projects, especially free trade agreements and 
cooperation in the Mediterranean, has burdened 
intraregional dynamics.

North African countries today must revive 
their regional integration dynamics. The greater 
presence of private economic actors and civil 
society institutions is a major positive develop-
ment. These new integration drivers need support 
from a greater involvement of state actors. And 
the institutions responsible for cooperation need 
strengthening so they can facilitate and accelerate 
integration.

CONCLUSION AND 
RECOMMENDATIONS

North African intraregional trade is small. The 
region’s historical trading partner is Europe, 
though Europe’s share of North African trade 
has dwindled in recent years as the share of new 
partners, notably China, Turkey, and other Afri-
can regions, has grown. North Africa’s limited 
integration also shapes its financial exchanges, 
where, again, European countries are the favorite 
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partners. The same is true of the movement of 
people, whose intraregional migration has been 
hampered in recent years by rising insecurity.

North Africa’s delayed integration, compared 
with other African regions, reflects nontariff barri-
ers and weak infrastructure. The delay is explained 
in political economy theories by weak institutions, 
the dominant role of state and bureaucratic actors, 
the sidelining of other actors, and competition with 
extra-regional integration projects.

The region must revive integration dynam-
ics, which can support economic recovery 
and strengthen ongoing economic transitions. 
To revive integration requires major enabling 
conditions.

• First, strong and determined leadership for 
integration must emerge.

• Second, economic, political, and social actors 
must participate, especially champions for 
integration.

• Third, the institutions responsible for integra-
tion must be strengthened, especially those for 
financial integration.

• Fourth, intraregional trade must accelerate and 
strengthen, especially through reduced non-
tariff barriers and improved infrastructure con-
necting countries.

• Fifth, the movement of people must be fostered 
by facilitating migrant settlement across the 
region. Initially, visa requirements between North 
African countries could be eased considerably.
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NOTES

1. Weighted averages are used for various economic 

indicators of the six countries, and in most cases, 

a country’s share in total regional GDP expressed in 

PPP terms measures the relative weight for a given 

country. This implies that such averages are strongly 

influenced by the very large weight of Egypt in the 

region.

2. African Development Bank statistics.

3. Tunisia has been under a four-year Extended Fund 

Facility (EFF) since May 2016, in the wake of a first 

Stand-By Arrangement (SBA) program started in 

2013. Egypt has had a three-year EFF since Novem-

ber 2016. Mauritania has had a three-year Extended 

Credit Facility since December 2017.

4. The precautionary and liquidity line (PLL) is used to 

boost market confidence and provide an option to 

borrow for countries that already have strong eco-

nomic policies.

5. See the recent IMF Article IV report on North African 

countries.

6. Europe started its construction with the treaty of 

Rome, signed on March 25 1957.

7. Djibouti, Kenya, Madagascar, Malawi, Mauritius, 

Sudan, Zambia, and Zimbabwe first eliminated their 

tariffs on goods originating from CoMESA, then, as 

of January 2004, Burundi and Rwanda joined those 

countries. As of December 2018, 11 countries were 

also tackling nontariff barriers.

8. Since March 2018, 49 countries (of 55) have signed 

the African Continental Free Trade Agreement 

(CFTA), which could create a tariff-free continent, 

with 1.2 billion inhabitants and a $2.5 trillion GDP, 

making it the biggest free trade area in the world. 

The United Nations Economic Commission for Africa 

(UNECA) estimates that intra-Africa trade could jump 

by more than 50 percent by 2020. For the treaty to 

be effective, 22 countries have to ratify it, and as of 

December 2018, only 15 countries had ratified it. 

None of the six North African countries had signed 

as of December 2018.

9. Regional integration is one of the pillars of the long-

term vision for Africa represented by Agenda 2063, 

which was adopted by governments and heads of 

state of the African Union in January 2015 in Addis 

Ababa, Ethiopia.

10. openness is defined as the sum of exports and 

imports divided by GDP. The data are from the World 

Bank. 

11. Except for Libya, all the countries have a partner-

ship agreement with the European Union. http://

ec.europa.eu/trade/policy/countries-and-regions/

development/economic-partnerships/.

12. These are average annual growth rates calcu-

lated by the author based on the US International 

Trade Commission’s Trade Competitiveness Map 

Database.

13. African Development Bank 2012. 

14. African Development Bank 2012.

15. Afrobarometer 2016.

16. This is justified by North Africa’s geographical 

proximity and historical (colonial) and cultural links 

with these two world regions. France, Italy, Saudi 

Arabia, Spain, and the United Arab Emirates were 

North Africa’s main migration destinations in 2017 

(UNCTAD 2018).

17. Figures culled from UNCTAD 2018.

18. UNCTAD 2018.

19. World Economic Forum 2018.

20. Collier 1979.

21. official document in the AMU library.

22. Annuaire de L’Afrique du Nord 1967 (Aix–Marseille).
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STATISTICAL ANNEX

STATISTICAL TABLE 1 Basic indicators, 2018

Population
(thousands)

Land area
(km2 

thousands)

Population 
density 
(people 
per km2)

Gross 
domestic 
producta 

($ millions)

Gross 
domestic 
product 

per capitaa 
($)

Average 
annual 

real GDP 
growth, 
2010–20

(%)

Algeria 42,008 2,382 18 660,757 15,729 2.9

Egyptb 99,376 1,001 99 1,296,973 13,051 3.9

Libya 6,471 1,760 4 70,322 10,867 3.3

Mauritania 4,540 1,031 4 18,117 3,990 4.4

Morocco 36,192 447 81 315,441 8,716 3.5

Tunisia 11,659 164 71 144,222 12,370 2.0

North Africa 200,246 6,784 30 2,505,832 12,514 3.9

Africa 1,286,206 30,049 43 6,764,685 5,259 4.0

 a. Based on purchasing power parity valuation.

 b. Based on fiscal year data (July–June).

Source: UNDESA 2017, African Development Bank statistics and estimates, and various domestic 

authorities.
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STATISTICAL TABLE 2 Real GDP growth, 2010–20 (%)

2010 2011 2012 2013 2014 2015 2016 2017
2018 

(estimated)
2019 

(projected)
2020 

(projected)

Algeria 3.6 2.9 3.4 2.8 3.8 3.7 3.2 1.4 2.5 2.7 1.9

Egypta 4.8 1.8 2.2 2.1 2.2 4.4 4.3 4.2 5.3 5.5 5.8

Libya –3.0 3.2 –66.7 124.7 –36.8 –53.0 –13.0 –7.4 70.8 16.4 1.4

Mauritania 4.8 4.7 5.8 6.1 5.6 0.4 1.8 3.5 3.5 5.4 7.4

Morocco 3.8 5.2 3.0 4.7 2.6 4.5 1.1 4.1 3.1 2.9 4.0

Tunisia 3.0 –1.9 3.9 2.3 2.4 1.2 1.1 1.9 2.6 2.8 3.2

North Africa 4.1 –0.2 12.0 0.8 1.5 3.7 3.2 4.9 4.3 4.4 4.3

Africa 5.8 2.9 7.3 3.6 3.7 3.5 2.1 3.6 3.5 4.0 4.1

 a. Based on fiscal year data (July–June).

Source: African Development Bank statistics, estimates, and projections and various domestic authorities.
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STATISTICAL TABLE 5 Monetary indicators

Inflation 
(%)

Exchange rate 
(local currency unit per US dollar)

2017
2018 

(estimated)
2019 

(projected)
2020 

(projected) 2015 2016 2017
2018 

(estimated)

Algeria 5.6 5.4 5.6 4.4 100.7  109.4  111.0  112.6

Egypt 23.3 20.6 13.3 10.5 7.7  10.0  17.8  21.4

Libya 25.9 28.0 24.3 14.4 1.4  1.4  1.4  1.4

Mauritania 2.3 2.9 3.9 3.7 32.5  35.2  35.8  36.7

Morocco 0.7 1.8 1.6 1.9 9.8  9.8  9.7  9.2

Tunisia 5.3 7.4 6.1 5.0 2.0  2.1  2.4  2.6

North Africa 14.2 12.8 9.2 7.4 ... ... ... ...

Africa 12.6 10.9 9.2 8.1 ... ... ... ...

 ... is not available.

Source: African Development Bank statistics, estimates, and projections; various domestic authorities; and the International Monetary Fund Inter-

national Financial Statistics database.
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STATISTICAL TABLE 7 Intraregional trade, 2017 ($ millions)

Exports to

Algeria Egypt Libya Mauritania Morocco Tunisia
North 
Africa Africa World

Algeria na 456.8 18.9 50.1 450.4 753.4 1,729.6 1,850.4 35,191.1

Egypt 359.8 na 221.2 12.1 347.8 329.2 1,270.1 2,993.8 25,943.2

Libya 2.5 336.7 na 0.1 19.5 13.6 372.4 383.4 9,000.0

Mauritania 0.1 0.7 0.1 na 0.2 1.5 2.6 232.3 1,722.4

Morocco 206.3 53.7 76.4 192.7 na 95.1 624.1 2,382.6 25,354.1

Tunisia 466.5 42.2 393.6 22.2 184.9 na 1,109.4 1,457.7 14,199.8

Imports from

Algeria Egypt Libya Mauritania Morocco Tunisia
North 
Africa Africa World

Algeria na 420.7 0.3 0.3 261.4 329.6 1,012.3 1,207.0 46,053.0

Egypt 403.6 na 394.0 1.0 65.6 44.6 908.7 2,137.0 66,338.8

Libya 28.3 340.8 na 0.2 63.5 427.5 860.3 893.3 11,700.0

Mauritania 24.0 6.5 0.1 na 94.6 10.4 135.6 194.7 2,093.9

Morocco 544.9 462.5 20.3 0.3 na 214.9 1,243.0 1,569.3 44,949.2

Tunisia 748.3 343.2 36.3 2.2 120.2 na 1,250.3 1,342.9 20,618.1

 na is not applicable.

Source: United Nations Conference on Trade and Development.
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STATISTICAL TABLE 8 Demographic indicators, 2018

Population 
growth rate

(%)

Urban 
population 
(% of total)

Age distribution 
(% of population)

Fertility rate 
(births per 

woman)0–14 15–64
65 and  
older

Algeria 1.7 72.6 29.5 64.1 6.4 2.6

Egypt 1.9 42.7 33.3 61.5 5.2 3.2

Libya 1.5 80.1 27.9 67.6 4.5 2.2

Mauritania 2.7 53.7 39.7 57.1 3.2 4.6

Morocco 1.3 62.5 27.2 65.8 7.0 2.4

Tunisia 1.1 68.9 24.0 67.7 8.3 2.1

North Africa 1.7 55.5 30.8 63.3 5.9 2.8

Africa 2.5 42.5 40.6 55.8 3.5 4.4

Source: African Development Bank statistics and estimates, UNDESA 2017, and various domestic authorities.
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STATISTICAL TABLE 9 Poverty and income distribution indicators

National poverty linea
International poverty line 

($1.90 a day) Gini indexb

Survey year

Population 
below 

the poverty 
line (%) Survey year

Population 
below 

the poverty 
line (%) Survey year Value

Algeria 2011 5.5 2011 0.5 2011 27.6

Egypt 2015 27.8 2015 1.3 2015 31.8

Libya ... ... ...

Mauritania 2014 31.0 2014 6.0 2014 32.6

Morocco 2013 4.8 2013 1.0 2013 39.5

Tunisia 2015 15.2 2010 2.0 2010 35.8

North Africa ... ... ...

Africa ... ... ...

 ... is not available.

 a. Defined as two-thirds of average consumption.

 b. Based on income distribution.

Source: Various domestic authorities and the World Bank.
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STATISTICAL TABLE 10 Access to services      

Telecommunications, 2016

Access to 
electricity, 2016

(% of population)

Population using 
at least basic 

drinking water 
services, 2015

 (%)

Population using 
at least basic 

sanitation 
services, 2015

(%)

Main 
telephone lines 
(per 100 people)

Mobile 
telephone lines 
(per 100 people)

Population using 
the Internet 

(%)

Algeria 8.4 115.8 42.9 99.4 93.5 87.5

Egypt 6.4 102.2 41.2 100.0 98.4 93.2

Libya 21.8 121.7 20.3 98.5 96.8 99.7

Mauritania 1.2 84.0 18.0 41.7 69.6 44.6

Morocco 5.9 117.7 58.3 100.0 83.0 83.5

Tunisia 8.5 125.2 49.6 100.0 94.2 93.1

North Africa 7.2 109.5 44.0 98.5 93.6 89.3

Africa 2.1 78.5 23.7 51.6 63.3 38.0

Source: African Development Bank statistics, the International Telecommunication Union World Telecommunication/ICT Indicators database, the 

United Nations Statistics Division Energy Statistics Database, WHo/UNICEF Joint Monitoring Programme for Water Supply and Sanitation 2015, 

and various domestic authorities.
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STATISTICAL TABLE 11 Health indicators

Life expectancy at birth, 2018 
(years)

Prevalence of 
undernourished, 

2016 
(% of 

population)

Health personnel, 2010–16 
(per 100,000 people)

Total Male Female Physicians
Nurses and 
midwives

Algeria 76.5 75.3 77.8 4.7 120.7 194.7

Egypt 71.8 69.6 74.2 4.8 81.4 143.4

Libya 72.3 69.5 75.3 ... 209.2 690.5

Mauritania 63.5 62.0 65.1 11.3 6.8 66.7

Morocco 76.3 75.1 77.5 3.9 61.8 87.2

Tunisia 76.2 74.1 78.2 4.9 128.9 264.2

North Africa 73.7 71.9 75.6 4.8 91.8 168.6

Africa 63.1 61.4 64.9 18.5 33.6 123.3

 ... is not available.

Source: African Development Bank statistics, UNDESA 2017, the Food and Agriculture organization, and the World Health organization.
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STATISTICAL TABLE 12 Major diseases

Healthy life expectancy at birth, 2016 
(years) Prevalence 

of HIV, ages 
15–49, 2017

(%)

Infant 
mortality 
rate, 2017
(per 1,000 
live births)

Under-five 
mortality 
rate, 2015
(per 1,000 
live births)Total Male Female

Algeria 65.5 65.4 65.6 0.1 20.6 24.0

Egypt 61.1 59.9 62.4 0.1 18.8 22.1

Libya 62.3 60.5 64.2 ... 10.6 12.4

Mauritania 56.4 55.6 57.2 0.3 53.3 79.0

Morocco 65.3 65.0 65.5 0.1 20.0 23.3

Tunisia 66.3 65.3 67.3 0.1 11.2 13.0

North Africa 63.0 62.2 63.9 0.1 19.8 23.6

Africa 55.1 54.0 56.3 3.5 47.7 68.7

 ... is not available.

Source: UNAIDS 2018, the UN Inter-agency Group for Child Mortality Estimation CME Info database, and the World 

Health organization Global Health observatory Data Repository.
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STATISTICAL TABLE 13 Education indicators

Estimated adult literacy rate, 2010–17 
(% ages 15 and older)

Gross enrollment ratio, primary, 2010–17 
(%)

Public 
expenditure 

on education, 
2010–17  

(% of GDP)Total Male Female Total Male Female

Algeria ... ... ... 111.7 114.5 108.8 4.3

Egypt 80.8 86.5 75.0 105.0 104.8 105.1 3.8

Libya ... ... ... ... ... ... 2.3

Mauritania ... ... ... 95.4 92.8 98.0 2.6

Morocco 69.4 80.4 59.1 112.3 115.1 109.4 5.3

Tunisia 79.0 86.1 72.2 114.7 116.2 113.2 6.6

North Africa 59.8 84.9 70.5 107.8 108.8 106.8 3.3

Africa 65.5 77.0 62.6 99.5 101.6 97.4 4.4

 ... is not available.

Source: African Development Bank statistics, the United Nations Educational, Scientific and Cultural organization Institute for Statistics database, 

and various domestic authorities.
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STATISTICAL TABLE 14 Labor indicators, 2018

Employment to population ratio, 
ages 15 and older 

(%)

Labor force participation rate, 
ages 15 and older 

(%) Unemployment 
rate, total 

(%)Total Female Youth Total Female Male

Algeria 37.2 12.6 19.1 43.9 17.1 70.7 10.1

Egypt 42.4 16.9 20.4 49.8 23.3 76.4 11.8

Libya 44.2 19.3 19.3 53.5 28.3 79.1 15.7

Mauritania 44.5 27.1 25.8 47.7 29.5 65.8 9.9

Morocco 44.3 22.4 27.6 49.2 25.5 74.1 9.3

Tunisia 39.6 18.6 21.7 47.6 25.1 71.1 15.3

North Africa 41.6 17.4 21.7 48.4 22.8 74.3 11.3

Africa 59.6 51.0 40.1 65.9 55.5 75.9 7.8

Source: International Labour organization ILoSTAT database.



The African Development Bank projects faster GDP growth in North 

Africa at 4.4 percent in 2019 and 4.3 percent in 2020. That will be 

higher than the African average, but lower than in East Africa, the best 

performing region. Growth is expected to be much stronger in Egypt 

and Mauritania, to improve somewhat in Morocco and Tunisia, but 

to slow in Algeria and Libya. Fiscal and current account deficits 

are expected to continue their steady decline, and exchange rates 

to stabilize, reducing inflation pressures. The long-term outlook 

for the region is strongly linked to greater regional stability and 

better security, including the resolution of the Libya crisis. Such 

conditions would pave the way for deeper structural reforms, 

which are required to trigger greater investment, higher 

productivity, and a more powerful structural transformation.

North African countries now need to revive their regional 

integration dynamics so that they can benefit from enhanced 

efficiency, productivity, and economies of scale. What will 

that require? Five major enabling conditions:

•  First, strong and determined leadership for 

integration must emerge.

•  Second, economic, political, social, and private 

sector actors must all participate, especially 

champions for integration.

•  Third, the institutions responsible for integration 

must be strengthened, especially those for 

financial integration.

•  Fourth, intraregional trade must accelerate 

and broaden, especially through reduced 

nontariff barriers and improved cross-border 

infrastructure.

•  Fifth, the movement of people must 

be fostered by facilitating settlement 

across the region. As a first step, the 

visa requirements between North African 

countries could be eased considerably.

African Development Bank Group
Avenue Joseph Anoma
01 BP 1387 Abidjan 01
Côte d’Ivoire
www.afdb.org


	OLE_LINK1
	Statistical annex
	Statistical table 1 Basic indicators, 2018
	Statistical table 2 Real GDP growth, 2010–20 (%)
	Statistical table 3 Demand composition and growth rate, 2017–20
	Statistical table 4 Public finances, 2017–20 (% of GDP)
	Statistical table 5 Monetary indicators
	Statistical table 6 Balance of payments indicators
	Statistical table 7 Intraregional trade, 2017 ($ millions)
	Statistical table 8 Demographic indicators 2018
	Statistical table 9 Poverty and income distribution indicators
	Statistical table 10 Access to services						
	Statistical table 11 Health indicators
	Statistical table 12 Major diseases
	Statistical table 13 Education indicators
	Statistical table 14 Labor indicators, 2018





