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EXECUTIVE SUMMARY 

Algeria is the only Maghrebi country which has officially refused to be part of the ENP despite its 
strategic position in the region. Yet it can benefit from the ENPI’s financial assistance without having 
its own Action Plan. Through its partnerships with the EU, governed by the Association Agreement 
(AA) and its bilateral partnerships with the member states (MS), Algeria has mainly benefited from its 
energy market exchanges and a reinforced security role in the fight against terrorism. With a 
markedly changed internal situation in 2009, the re-election of Bouteflika and a regained 
international credibility, Algeria is considered to have a relatively important and special place within 
the Euro-Med region. Given the strategic importance of Algeria and its urgent need for reforms, the 
total amount of financial assistance (€172 M for three years) seems rather negligible. The fact that 
there are only two cooperation priorities - sustainable development and culture and economic 
growth and jobs - also demonstrates the absence of the EU’s leverage and commitment to reforms. 
On the Algerian side, a lack of political will and suspicion of EU-designed reforms can also explain the 
inconsistency and incoherence of the new NIP. Considering the lack of progress in education and 
health reforms, the provision of further financial and technical assistance seems to be necessary. 
Instead of much needed support, both of these programmatic areas have been removed from the 
priority list of the new NIP. Overall, the Euro-Algerian partnership continues to be shaped by security 
concerns, economic interests and the fight against illegal migration. 
 

TRADE AND ECONOMIC COOPERATION 

The dynamics of EU-Algeria cooperation continue to be shaped primarily by the common interest in 
economic exchanges.  The pre-eminence of the free trade component reflects not only European 
commercial interests in an economically resourceful importing partner but also the EU’s expectations 
that there will be a spill-over effect from market liberalization to political reforms. Whereas the spill-
over logic may have been successful in Europe, it is doubtful if trade and economic exchanges, the 
opening of markets and speeding up of privatization will lead to greater political stability in the case 
of Algeria. Until now, it has led to greater stability of the ruling elites rather then to long-term and 
meaningful reforms. 

Despite its favorable macro-economic conditions, Algeria is facing major challenges.  These include 
an inability to boost domestic production, to decrease its dependency on imports from Europe and 
an over-dependency on hydro-carbon exports, which account for 95% of total exports. At the 
moment, the political economy does not favor the emergence of a vibrant private sector and is 
instead mainly based on Algerian imports from European companies and energy supply to Europe. 
Meanwhile, Algeria continues to suffer from the lack of involvement of the private sector, from 
excessive bureaucracy and from corruption. The institutional, administrative and entrepreneurial 
weaknesses in the Algerian market have discouraged European direct investment and consequently 
Algerian expectations have not been met. Disappointment with low FDI allied to difficulties in 
obtaining Schengen visas has also led to a new trend where Algerian SMEs are looking for new 
business opportunities outside of Europe. Consequently a new financial law was adopted in 2009 by 
the Algerian government which seeks to control and limit foreign investments which are not 
conducive to the development of a vibrant Algerian economy. Of course, the question of what Algeria 
is doing itself in terms of diversifying its economy needs to be addressed to Algerian counterparts. 
This somewhat protectionist turn is considered by European counterparts to be harmful to Algeria’s 
aspirations to gain membership of the WTO but also to be in breach to the trade liberalization 
provisions of the AA. These steps could also stifle private sector development in the country by 
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restricting the flow of funding to enterprises. A more positive step would be to actively engage in the 
much-needed overhaul of the financial services sector in order to enhance financial markets. 

In view of the dependency on hydrocarbon exports, the EU has recognized the urgent need for 
diversification of the Algerian economy and for increased domestic production through its 
programmes of modernizing the agriculture sector and developing socio-economic infrastructure 
together with technical assistance measures such as DIVECO, TAIEX, and MARA. For instance, the two 
programmes for 2007, namely PME II and the Justice II, were aimed at upgrading Algerian companies 
and encouraging international standards for the judicial system. The EU’s technical assistance and the 
transfer of experience and knowledge can be a real benefit for both sides if Algerian ‘specificity’ is 
taken into consideration. The involvement of Algerian experts in the EU-sponsored Projects and 
Programmes is equally important for building mutual trust and confidence which are seriously 
lacking in Euro-Algerian cooperation.  

To date, however, the EU has not been successful in reaching its objective of enhancing the business 
environment for European investors and enhancing economic diversification. It is therefore 
somewhat surprising not to find any programmes directly devoted to the improvement of business 
competitiveness.  

It appears that it is the development of the new areas of fisheries and aquaculture (+/- 30 M€) and 
sustainable tourism (+/- 20 M€) which will contribute to the diversification of Algerian economy 
under the new NIP.   

Other than rehabilitating a few cultural historical sites, it is doubtful that this new approach will have 
the envisaged impact on the restructuring the economy, in view of such issues as the reciprocity of 
visa requirements, the security concerns of many European citizens, occasional outbreaks of terrorism 
and a lack of infrastructure.   

Furthermore, it is not clear how these new NIP priorities will contribute to economic development 
and ameliorate the unemployment situation. While encouraging sustainable tourism, rather than the 
‘mass’ tourism which is more typical of its Maghreb neighbours, is undoubtedly a positive long-term 
choice, its evolution from the "Reinforcement of basic public services" needs be clarified. Other than 
reflecting the EU’s external horizontal policies, these programmatic changes do not take into account 
the complexity of the Algerian system and the need to reform inefficient, rigid and bureaucratic 
public services.  

The P3A III (+/- 30 M€) is the only programme in continuation which seeks to support the Algerian 
administration in implementing the AA in domains which remain to be further specified. At this stage, 
we can only speculate what these domains will be but they could range from the modernization of 
budgetary and financial systems and improving economic competitiveness to cooperation in justice 
and home affairs including the fight against terrorism and migration.  

At the micro-economic level, unemployment, poor housing conditions, the informal economy, high 
food prices and deteriorating education and health services remain the most important challenges 
and, as such, they are not sufficiently addressed in the NIP.   On one hand, it is recognized that 
Algeria, with economic growth of around 4% per annum may be considered less eligible for the EU’s 
support in the socio-economic area. On the other hand the EU itself recognizes the need for 
improving the deteriorating social conditions which, despite Algeria’s positive macro-economic 
indicators, are still ranked as one of the lowest in the Maghreb region.  

The programme entitled ‘Aid for local and social-economic development II’ (20 M€) has clear 
objectives to stimulate local development in selected areas of North-West Algeria. To combat 
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unemployment and support economic growth, the new NIP attributes around 38 M€ to the Transport 
II objective while the employment programmatic priority has been removed together with the 
education and health areas. A closer scrutiny of this objective however reveals the hidden logic of 
energy and environmental interests rather than socio-economic development. Again, the 
reorganization of the programmatic areas in line with the EU’s horizontal priorities does not provide 
sufficient justification for the omission of social policies or their rather irrational re-orientation to the 
above-mentioned new priorities.  

In such a situation, the prospect of a free trade zone by 2012 seems rather unrealistic and may be 
harmful for the Algerian economy, bringing about serious social repercussions. Lastly, Algeria has also 
been diversifying its trade partners (such as China, India, Russia and South America), making it less 
dependent on the EU and this represents yet another challenge for the EU and its pre-occupation 
with migration and security. 

SECURITY AND ENERGY COOPERATION  

The EU’s main priority in its dealings with Algeria revolves largely around energy security. Algeria is 
not only a key supplier of oil and gas to the EU but also a potential transit route for energy sources 
from African countries. This has allowed Algeria to regain credibility on the international scene 
without being obliged to commit itself to political pluralism or to implement the democracy and 
human rights clauses in the AA. Nevertheless, the strategic use of energy is not economically and 
politically sustainable due to the volatility of oil prices. Despite this strategic importance, the EU 
remains divided among its MS while the EC has a limited role in the energy market.  

In the security field, Algeria is also pursuing a strategy of developing multiple partnerships (for 
instance US and the UK) using its strategic location and its experience in the fight against terrorism 
gained during the ‘civil war’. With terrorism becoming a global phenomenon, Algeria has secured its 
place as an important strategic partner.  

Yet, the EU needs to be cautious about the long term consequences of terrorism strategies in a 
country which is, at the same time, criticized for a lack of transparency and human rights abuses.  

MIGRATION  

Migration is one of the five core themes in the Road Map agreed with Algeria in September 2008. As 
with two other Maghrebi neighbours, the question of readmission agreements remains a priority for 
the EU who fear an influx of migrants. This ‘buffering approach’ to migration risks further 
deteriorating the situation in Algeria which is becoming a transition zone for Sub-Saharian migrants 
and which lacks the means and political will to address the causes and consequences of such 
migratory shifts. Not only does Algeria lack asylum legislation and a relevant legal framework for 
adequate protection of immigrants but it is experiencing increasing xenophobia and racism against 
new incomers. Furthermore, the fact that the International Organization for Migration (IOM) has not 
yet been granted authorization to launch its activities and the UNHCR has a limited scope of 
competences also impedes the transparency of migration management by the Algerian authorities. 
With the new Treaty, the EC Delegation should take a more proactive role in coordination among the 
MS and with other international actors.  

ENVIRONMENT  

The environment issues (such as waste management, air and water quality, nature protection) have 
gained a central place in the new NIP under the priority – sustainable development and culture – 
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which responds to the deteriorating environmental situation in Algeria and perhaps even more to the 
EU’s most recent policy development in this area. Undoubtedly, Algeria is vulnerable to climatic 
changes as an energy supplier and a fast growing economy. As such, the government has adopted a 
national strategy, an action plan for the environment, and it has increased the state budget for 
environment protection. Nevertheless, it is questionable how Algeria will implement the relevant 
environmental provisions while facing enormous challenges on its transition road to a market 
economy.  

POLITICAL AND CULTURAL COOPERATION  

Democracy is largely absent from Euro-Algerian official agreements. It remains a sensitive issue, 
largely due to Algeria’s colonial experience and its international isolation during the violent conflict in 
the 1990s. Any enquiries into the lack of political pluralism are considered by the ruling elites as 
amounting to neo-colonial interference in domestic affairs. In that respect, it is not surprising that 
human rights are only sporadically mentioned in the NIP and the SP. Yet, civil society groups and 
opposition parties have been the most critical actors of the EU’s negligence of its supposed 
adherence to human rights. For instance, the EU was silent when in November 2008 President 
Bouteflika amended the constitution to allow him to run for a third time for presidential elections in 
2009. Another additional factor which militates against democratic transition is the role of the military 
who continue to shape policy-making in Algeria. At the moment, the political situation is stable and 
under control due to a large security apparatus, fatigue of violence and the continuation of the 
emergency laws which prohibit demonstrations and public gatherings. In 2009, the deterioration of 
the socio-economic situation, high food prices and government housing policy led to a series of 
social unrests in poor districts in the capital.  

The EU has proposed a sub-committee for human rights which will have little meaning without the 
participation of non-state actors. As indicated in the new NIP, the NGO III Programme was not 
accepted by the Algerian side. Likewise, women’s rights including the Family Code are only briefly 
addressed in the CSP and largely omitted in the NIP documents. This absence is not only harmful to 
economic development and the long-term stability of the country but also goes against the 
fundamental values of the European community. Although the domestic political situation is not 
favorable to the development of Algerian civil society, the EC Delegation should actively seek the 
opinions of civil society, in order to make its partnership accountable to the Algerian and European 
public.  
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ANNEX 1 : SUMMARY OF RECOMMENDATIONS FOR IMPROVEMENT 

The new NIP contains only two priority areas. As such, the NIP reflects the current geopolitical setting, a 
lack of willingness and an absence of sufficient financial means to support implementation of reforms 
as jointly defined in the CSP. Given these limitations, the new NIP should at least re-organise its current 
priorities so that they are clear, transparent and well-founded.  

Considering the lack of progress in education and health reforms, the provision of further financial and 
technical assistance seems to be necessary in order to ensure continuation and follow-up of the EU’ 
sponsored reforms within previous NIP.  

 

SPECIFIC RECOMMENDATIONS 

Sustainable Development and Culture 

The fact this new priority has ‘somehow’ evolved from the public services should be clarified, 
especially if it replaces public service reform. The sudden interest in the rehabilitation of cultural 
heritage may be appreciated by very few, it cannot provide sufficient incentive for the diversification 
of Algerian economy. In view of disastrous socio-economic situation, the importance and relevance of 
this priority area should be reconsidered and the emphasis should be in developing vibrant private 
sector and strengthening efficient public services.  

 

Economic Growth and Jobs 

Unemployment remains with potential for social repercussions, if not dealt with on time. It is unlikely 
that the NIP’s proposition to stimulate economic growth and employment opportunities by reforming 
the transport sector and introducing development of the fishery/ aquaculture will have any substantial 
impact on socio-economic development. As such, developing and up-grading the transport without 
boosting domestic production and combating high rates of unemployment can hardly meet the 
current needs of population. 

 



 




