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FOREWORD

FOREWORD

It gives me great pleasure to present the African Peer Review Mechanism (APRM)
Country Review Report and the National Programme of Action of the People's
Democratic Republic of Algeria. This the fourth in the series and the first under my
stewardship as the Chairperson of the African Peer Review (APR) Forum.

Algeria is a vanguard in the fight for the decolonisation of Africa, and is also the first
of the five initiating countries of the Ne Partnership for Africa's Development
(NEPAD) to implement the APRM. Having voluntarily acceded to the APRM in
March 2003 in Abuja, Nigeria, Algeria exultantly began the task of preparing its self
assessment report. Following the conclusion of the-askssment process, the
Country Review Mission was conducted from 10 November to 5 December 2006, and
this culminated in the peer review at the APR Forum Summit in Accra, Ghana, on 1
July 2007. It is a historical achievement and | once again congratulatexetdency
Abdelaziz Bouteflika on his successful navigation through thigmlbracing and very
intensive process.

As the report highlights, despite a dark decade of terrorism intended to ruin the state,
Algeria has achieved major progress in many fieldsich as education, health and
housing, let alone in the eradication of extreme forms of poverty and the significant
reduction of other forms of poverty. The growing credibility achieved at financial,
political and diplomatic levels endows the countrythwan appreciable bargaining
power that enables it to claim a new position in the world economy and, above all, the
status of an emerging economy. The main challenge ahead consists of sustaining the
momentum of the peegeview process through the successfoplementation of the
Programme of Action arising from the exercise. The APR Forum will maintain
sustained interest in the implementation process and will receive Annual Progress
Reports thereon.

It is noteworthy that Africa's position today is quite fdilent from that which it
occupied during the past decade. There is an encouraging economic turnaround,
characterised by progress in maewonomic stabilisation, in many countries. This
reflects the implementation of sound economic policies, a move tewatesbased
institutions, and participatory forms of government that foster consensus between the
state and civil society.

However, this progresswelcome as it is has remained too modest to make an
impact on the continent's pervasive poverty. Invesitnhas remained subdued,
limiting the efforts to diversify economic structures and accelerate human
development. Furthermore, a number of countries have only recently emerged from
civil wars that have severely hampered development efforts, while a fewstidre
conflict ridden. At the same time, globalisation has raised the stakes by offering
greater opportunities for faster economic growth, while significantly increasing the
risk of marginalisation for those countries that fail to integrate into the globa
economy.
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Harnessing Africa's immense potential is thus a global priority for thiec2htury. Our
common challenge is to build the future on accelerated development and shared growth
through reduced unemployment, higher living standards pesgsrty anddeprivation, and a
redistribution of wealth and income in favour of the po®he African Union (AU),

with its vision of economic integration across the contirat its APRM, will surely play an
increasingly pivotal role in bringing aboutisiiransformation.

The APRM is a bold and unique Africaawned initiative designed to ensure that plodicies

and practices of participating countries conform to the agreed polittcalipomic and
corporategovernance values, codes and standards containdgte NEPAD Declaration on
Democracy, Political, Economic and Corporate Governaticeims to set in motion a
strategic reorientation towards the validation of universal well as African values of
governance, and to accelerate the process of natipoath and development, intrAfrican
co-operation and integration. The APRM is becoming a prime mover of the African
renaissance and the centrepiece of the NEPAD prdoegke socieeconomic development

of Africa.

As an instrument for peer learning amxperience sharing, the APRM should not be
construed as a scorecard of a pasfil nature, or as a new conditionality for donor
assistance. It should rather be viewed as an instrument for improving governarel@ind
consensus amongst all staketerls for development within a state, whigharing best
practices and probleisolving techniques across states.

At this juncture, | would like to thank the government of the People's Democratic Republic of
Algeria, its people and the other countries pgvtiting in the APRM fortheir demonstration

of determination and commitment that enabled us to arrive asthge of implementation of

the mechanism as a whole. | am extending the sgm#tude to my peers in the APR
Forum for their invaluable contribn to the success of the review. This report owes
much to the commitment and dedication thie severmember APR Panel of Eminent
Persons and the APRM Secretariat. Finally, | thank the team involved in the preparation of the
report - which the indefatigald Madame MarieAngelique Savane led tirelessly and
energetically for investinggenerously of their time and effort in conducting the studies and
writing the reporthat constitutes the basis of the peer review of one of Africa's vanguards in
the fightfor the decolonisation of our continenthe People's Democratic Republic of Algeria.

His Excellency Meles Zenawi
Chairperson, APR Forum
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FACTSHEET

Location:

North Africa with the Mediterranean Sea to the north (1200 km of
coastline), Morocco to the west, Tunisia to the east, Libya to the
south-east, Mauritania and Western Sahara to the south-west, Mali
and Niger to the south.

Area:

At 2 381 741 km? the second largest country in Africa. The Sahara
covers 84 per cent of the total surface area, the steppes 8.5 per cent
and the coastal area (mountains and plains) 7.5 per cent.

Population:

33.8 million inhabitants as at 1 January 2007

Life expectancy at birth: Men 74 years; women 76 years; average 75
years

Major cities:

Algiers (capital), Sétif, Oran, Constantine, Annaba, Batna, Tlemcen,
Tizi-Ouzou, Ghardhaia, Adrar, Tamanrasset

Land use:

Algeria is a mountainous country with an average altitude of 800 m.
The Sahara covers over 2 million km? (84 per cent of the total
surface area of the country); forests and scrub cover 4.1 million
hectares (the percentage forestation is 16.4 for the north of Algeria
and only 1.7 for the remainder of the country). In 2002, only 8.27
million hectares of the 40 million hectares of arable land were under
cultivation, largely concentrated in the northern region. Almost 0.5
million hectares of steppes are in the process of total desertification
and more than 7 million hectares are at risk.

Independence:

5 July 1962: Proclamation of the independence of Algeria

25 September 1962: Proclamation of Democratic People& Republic
of Algeria; 1 November 1954: National Dayi Revolution Day

Constitution:

Constitutions of 1963, 1976 and 1989
Revised, adapted by referendum on 28 November 1996

Administrative
structure:

1541 communes within 48 wilayas (provinces), 535 dairas and

13 administrative divisions headed by a deputy Wali in the wilayas of
Algiers

Political governance:

A multiparty democracy with a Presidential system and a bicameral
parliament:

Popular National Assembly (APN);and
National Council (the Senate).

Major political parties:

Front de Libération National (National Liberation Front) (FLN)

Rassemblement National Démacratique (National Demaocratic
Union) (RND)

Mouvement de la Société de Paix (Movement of Social Peace)
(MSP); Front des Forces Socialistes (Socialist Forces Front)




(FFS); Mouvement pour la Renaissance (Movement for the
Renaissance) (NAHDA); Rassemblement pour la Culture et la
Démocratie (Union for Culture and Democracy) (RCD); Parti
des Travailleurs (Labour Party) (PT)

Total number of political parties: 29

Electoral system:

The Electoral Law of 6 March 1997 modified and completed relating to

the organic law on the ballot system defining the electoral process
and electoral districts:

Electoral districts: 48 districts with two seats that correspond to the
countryd s layas.

Ballot system: Election on the basis of indirect majority vote, a first
round by an electoral college made up of members of each of the
people 6assemblies in the wilayas and of people®& assemblies in the
communes. The total number of members is 15 003. Partial elections
are held in the event of seats falling vacant during a term of office.
Voting is compulsory.

Macro-economic
indicators:

Gross domestic product (2006): US$114.2 billion
Gross national product per capita (2006): US$3403

Trade:

Exports (2004): US$54.1 billion

Goods according to sector of activity (%):

Hydrocarbons; chemistry, rubber, plastics; iron metal, mechanical,
electrical industries (0.66); agricultural and food industries, tobacco,
matches (0.15); agriculture, fishing, hunting (0.11); mines and
quarries (0.09); timber, cork, paper, leather and shoe industries;
leather and shoe industries; textile, hosiery and clothing industries

Major trading partners (exports) :

United States; Italy; France; Spain; The Netherlands; Canada; Brazil;
Turkey; Portugal; Belgium.

Import (2006): US$21.1 billion

Principal products according to major user groups:

Industrial equipment; semi-finished products; good, drink, tobacco;
consumer goods; raw materials; energy and lubricants; agricultural
equipment; unfinished products

Major trading partners (imports):

France; Italy; Germany; United States; China; Spain; Japan;
Argentina; Turkey; Belgium

External debt:

(2006): US$4.6 billion

Exchange rate:

Weighted average exchange rate (1 US$= D A é 05) 73,8622
Weighted average exchange rate (1 euro= D A é 05) ?1,3179

Sources: National Bureau of Statistics; Algerian Office for the Promotion of Foreign Trade (PROMEX),
Division for the Development of Land and Water i United Nations Food and Agricultural Organisation,
Algerian Permanent Mission at the United Nations; www.algeria-un.org/default.asp?doc=-
contact&lang=2; www.ipu.org/parline-f/reports/1004_B.htm.




SOCIECONOMIC INDICATORS FROM 2000 TO 2005

2001 2002 2003 2004 2005
GDP growth rate (in volume) 2.7 4.8 6.9 5.2 5.3
GDP (US$ billion) 55.2 57.1 68.0 85.0 102.4
GDP per capita (in US$) 1.787 | 1.819 2.136 2.627 3.097
Increase in consumer price 49 14 26 36 16
index
Hydrocarbons (% GDP) 33.9 325 35.5 38.0 45.1
Official Reserves (US$ billion) 18.0 231 32.9 43.1 56.2
Exports (US$ billion) 19.1 18.7 24.5 32.2 46.3
Imports (US$ billion) 9.5 12.0 13.4 18.0 19.9
Industrial production
(DA billion) 312.7 | 325.9 344.9 368.8 393.0
Agricultural production
(DA billion) 412.1 | 417.2 | 5153 | 578.9 | 577.0
Average exchange rate
(US$/DA) 77.2646|79.6829 | 77.3947 | 72.0603 | 73.3622
Average excha n g e r/A) €69.2034 | 75.3015 | 87.4291 | 89.6198 | 91.3179
Total budget balance
(DA billion) 48.710 | -31.6 262.9 226.2 | -472.2
External febt (US$ billion) 22.7 22.6 23.4 21.8 17.2
Debt service/exports (%) 22.8 22.6 17.9 17.6 125
Natural population growth 15 1.53 1.58 1.63 1.69
Unemployment rate (%) 27.3 25.7 23.7 17.7 154
Population in mid-year 30836 | 31357 | 31848 | 32364 | 32906

e- estimates

Source: National Bureau of Statistics.
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ABBREVIATIONS AND ACRONYMS
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Famous Algerians

Massinissa: First king of unified Numdia/Capital Cirta (present day Constantine). Born
approximately 238 BC and passed away early January 148 BC.

Jugurtha: Grandson of Massinissa (1601 104 BC). He fought against the Romans for more
than seven years between 1117 105 BC.

Saint Augustine (Aurelius Augustinus), 354-430 AD: Church Father and theologian born in
eastern Numidia.

Tarik Ibn Ziad: One of the first Berber princes to convert to Islam; conquered Iberia in the 8th
century.

Ibn Ziri de Buluggin: Prince of the 10th century, founder of the city of Algiers (Al Jazair in
Arabic).

Ibn Qunfudh Al Qassantini: Astronomer and mathematician of the 14th century.

Ibn Khaldoun: Philosopher, sociologist and historian of North Africa, born 27 May 1332 in
Tunis and died 19 March 1406 in Cairo. He lived at Frenda (Tiaret, Algeria) where he wrote
0 L aokadima bil elmoubtada ouel khabar fi tarikh el arabi oua el barba r e @nethodology of
philosophy, history and introduction to sociology, a work that places him as the pioneer of
modern sociology well before Auguste Comte.

Abd-el-Kader: (‘Abd al-Kadir bin-Muhyi ad-Din al-Hasani, 1808i 1873): Emir of Mascara and
head of the resistance against the French invaders from 1830 to 1847.

Cheikh Abdelhamid Benbadis (1889i 1940): Muslim educator and reformer.

Messali Hadj (1898i 1974): Responsible for the organisation of several political movements
North African Star (ENA), Algerian People 6Party (PPA), Movement for the triumph of
Demoacratic Liberty (MTLD), which claimed the total independence of Algeria.

Ferhat Abbas (19001 1986): Head of the first temporary government and first orator (speaker)
at the National Assembly in 1962.

Ahmed Ben Bella (1916), Founder of the FNL and first President of independent Algeria.
Mohamed Arkoun: Author, philosopher and historian.

Lakhdar Brahimi: Former Minister of Foreign Affairs, Special Peace Envoy of the United
Nations to Lebanon, Afghanistan and Irag.

Ouarda el Djazairia: Singer and classical Arab musician.

Cheb Khalid (born Khalid Hadj Brahim): Celebrated Algerian Singer known asthe f Ki n d
Rapo.

Cheb Mami (né Mohamed Khelifati): Famous Algerian singer of Rai knownas t h ace éf P
Rapo.

Sakina Boutamine: Female athlete, former champion distance runner and African champion

Lakhdar Hamina: One of the major Algerian film makers. Directe d t h d.esfarindesds i
braises 0 .innéNof the Palm D 6 Or Canhes Film &estival.

Hassiba Boulmerka: Female athlete, former women& 1500 m champion and Olympic
champion.

Nouria Benida Merrah: Female athlete, former champion distance runner and Olympic
champion.

Noureddine Morceli: Athlete, former 1500 m champion and Olympic champion.

Sources: www.answers.com/topic/list-of-algerians;
ww.nationsencyclopedia.com/Africa/Algeria-FAMOUS-ALGERIANS.html,
www.english.emory.edu/Bahri/Fanon.html
www.africaalmanac.com/Tim_famous_Africans - Sept 25.htm.
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THE APRM AND ITS PROCESSES IN ALGERIA

Al g e rcomnditsnent and launching of the exercise

Algeria was one of the first countries to accedeto the African PeerReview
Mechanism(APRM), along with Ghana,Rwandaand Kenya. The country
voluntarily accededto the APRM in March 2003, in Abuja, Nigeria. As a
resultof its adherence DeputyMinister for AfricanandMaghrebAffairs was
appoinedto actasthe Focal Point,anda National GoverningCouncil (NGC)
was instituted by the Head of Goverent on 12 March 2005.

From 21 to 25 July 2005, Mrs Marie-Angélique Savané,a member of the
Panelof Eminent Personsof the APRM, visited Algeria to supportand also
launchthe implementationof the sef-assessient process. More speifically,
the team: (i) signedthe TechnicalMemorandumof UnderstandingMOU) of
the APRM; (ii) assessedthe proceduresand mechanisis put in place by the
NGC for the self-assesnent exercse andthenprepareda draft Progranme of
Action; (iii) met with the NGC andthe technicalassessentinstitutions of the
APRM to explain the processand discussthe selfassessient questionnaire;
and (iv) agreedma roadmap toacceleratetie different stage

Thediscusionson therole andquality of the technicalassesmentcommittees
revealedthat it would be necessaryto call in other specialised research
institutions to supportthe Natioral Econanic and Social Council (CNES),
which had been proposedas the technical partner in the sef-assesment
processThe CountrySupportMission (CSM) reconmended thatthereshould
be four institutions,eachof which would be respnsiblefor one of the four
APRM thematic governanceareascontaned in the Base Document, namely
Political Governance,Econanic Governance,Corporate Governanceand
SocicEconanic Developnent.

The large number of members(99) of the NGC reflectsthe focuson ensuring
that all stakeholderswere effectivdy and significantly representedincluding
the private sector, civil society organisatios, elected representativesand
govermment authorities. It should be noted that the Focal Point is also a
member of the NGC.

On 30 November and 1 Decamber 2005, at the persmal invitation of the
Presidet of the Republic of Algeria, Mrs Savané,acompanied by the
Coordinator for Algeria and the Secretariat,experts from the Econamic
Commission for Africa (ECA) and the African Developnent Bank (AfDB),
atterded a meeting at the Palaisde la Nation in Algiers, held for Ministers
involved in the implementation of the 2005 2009 Five-Year Plan. The main
objectivewasto strengtherthe credibility of the APR processn the country
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and ensureeffective participationby al stakeholdersThe NGC subsequently
organiseda seriesof workshops,with working groupsformed aroundeach
theme.

The formalisationof the draft county selfassessent review was discussed
by the stakeholders.This draft report was submitted to an Inter-Ministeria
Committee on 7 Augus006, and then to a Goverent Council on 29
August 2006. The latter agreedthat the processshould be finalised in strict
compliancewith the provisions of the APRM, including the preparationof a
draft Programmeof Action. Thesetwo documents were sulmitted to the
APRM in November, for the information of the internationalreview team that
had visited Algeria between 10 Nawber and 5 Degaber 2006.

The Country Review Mission

Following the CSM andthe developnent of the work of the NGC, Mrs Marie-

Angélique Savanéled an international Country Review Mission (CRM) to

Algeria from 10 Novemberto 5 Decanber 2006. The CRM fielded a teamof

21 members, representingl4 African member countiies, all membersof the

African Union (AU), the APR Secetariat,expertsfrom the strategicpartner
institutionsi AfDB, ECA andthe United Nations Developnent Programme
(UNDP), as well as independent expéntshe four APRM thmatic areas.

In accordancewith the mandate of the Country SelfAssesment Report
(CSAR), the objective of the CRM was: (i) to hold the widest possible
consultationswith all the stakeholdersn orderto extendand supplenent the
CSAR; (ii) to reviewthe draft Programmeof Action preparedoy the country
and make appropriaterecommenddions; (iii) to as@rtain that the assessment
processwvastechnicallycompetent,credible andfreeof political manipulation;
and(iv) to establishconsensuswith the stakelolderson issuesandchallenges,
as well as on recomendations thatould mprove governance in the country.

During anaudiencewith His ExcellencyPresidentAbdelazizBouteflika of the

P e o p D@mbcsatic Republic of Algeria, Mrs Marie-Angéliqgue Savané
commendedhe manifestcommitment of Algerianleadergo the APR process.
Shethengavean overview of the key andemerging issuesraisedin Algeriats

CSAR. PresidentBouteflika assred the CRM that Algeria would be a

glasshouseand reiteratedhis personalcommitment, and that of the Algerian

authorities to ensurethat the procesgook placewith the utmosttransparency.
He urged the CRM to show professionaliand objectiveness in its work.

The CRM was also receivedin audienceby the Head of Government, His
ExcellencyMr Abdelaziz Belkhadem,at the start and on completion of its
visit. On both occasionshe reaffirmedthat the Algerian goverrment placeda
premium on promoting good governancean all sectors of political, econanic
andsociallife, andreiteratechis commtmentto deepeningooperationn this
regardwith the APRM, to which Algeria had accededvoluntarily. He also
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praisedthe ideabehindthe APRM and declaredhat Algeria wasconmmitted to
implementing the findings.

During its visit, the CRM held extensve consultationsvith stakeholdershoth
in Algiers andin the deparimentsor provinces (wilayas)in the interior of the
country. In particular it held working sessionsvith the APR Focal Point, the
NGC, civil society organisationsincluding non-governmentalassociations
(NGOs), the media, universities, religious organisations,labour unions,
wome n éasd youth organisabns, political party leaders, disadvantaged
groups, the disabled,rural communitiesand groups of econanic operators.
The team was also received by members of government, members of
parliament (nationalassenbly and senak), de@ntralisedauthorities andlocal
p e o pdssadles, the Bank of Algeria, speidised ingtitutions, suchas the
CNES,the High Islamic Council,the High Council of the Arab Languageand
the High Commissionfor Amazighité.Other entitiesconsultel includedtrade
entities, professional bodies, the Federation of Small and Medium
Corporationsand financial institutions.In additionto theseconsultationsthe
CRM held meetings with the different developnent partners, specialised
bodies i the UNDP, World Food Programme (WFP), United Nations
Chi | dFuadn(GNICEF) and United Nations High Conmissioner for
Refugees (UNHCR), the ambassdors of the G8 countries and African
ambassadors in AlgiersA forum was organised for women, associations,
political parties, interaction with the youth, debate with journalists and
dialogue with political parties.

Alternatingwith their time in Algiers, the CRM alsotoured11 wilayasacrcs
the c o u n tsix neglons:the CoastalRegion, the East, the West, the Hauts
plateaux the Southandthe GrandSouth.The following wilayaswere visited:
Guelma, Annaba, Sétif, Bordj Bou-Arréridj, Oran, Mostaganen, Tlemcen,
GhardaiaQuargla,TamanrasseandTizi-Ouzau. In eachwilaya, the meetings
began with plenaryneetings and concluded with thatic workshops.

The CSAR sulbmitted by Algeria shows the professionabm and credibility
requiredby the AU. The APR Panelnateswith admiration the high quality of
the report,which is unambiguousndgivesa candidaccountof governancen
the country. The CRM appreciatedhe C S A Ranhalysisbut felt, basedon its
own analysesand observations,that certain recommendatios and action
progranmesdevolvingfrom it could be strengthened@ndtargeted Algeria, in
fact, appliesa model of bestpracticein the organisationof the assessent
process,which receivedpdlitical supportat the highestlevel, as is evident
from the commiment of the Presid# and his cabinet to the process.

Mrs Marie-Angélique Savanéled anotherand, accoding to the schedule
agreeduponwith the Algerian authorities final CRM to Algiers from 4 to 16
March 2007. The objectivewasto updatethe information in the light of the
latest develoments in he country and to finalise the APRM report on Algeria.
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MODERN ALGERIA IN A HISTORICAL PERSPECTIVE:
DEMOCRATIC TRANSITION

From colonisation to independence

Thecolonisationof Algeriabegann 1830,whenFrenchtroopsforcedthe Dey

of Algiers to capitulate.They soonhadto contendwith the long andglorious
resistanceto their occupationfrom Emir Abdelkader,the founder of the
modernAlgerian state.Resistace to foreign occupationwould end only with
the recovery of national independenceThe heroic struggle was waged in
every part of the country with sucessive armedrevolts. The failure of the
peacefuloption chosenby the political parties of the day hdped corvince the
Algerian peopleof theinevitability of amed struggleagainstcolonialism.The
National Liberation Front (FLN) was estdlished following theseevents ard,

asaresultof the needfor awar of liberation,beganarmed insurrectionagainst
the colonial power on 1 Nemnber 1954.

For the Algerian people,fighting a liberationwar had threemajor objectives.
Thefirst wasto regainindependencanddignity for the downtraldenandthe
nationitself. The secondwasto build a political Algerian nationin the face of
the efforts of colonialiststo destroysucha notion in the consciousnes of the
people.Finally, the third aim wasto lay claim to developnent asa legitimate
right of Algeria andits peope sothat they could extricatethemselvesfrom the
miseryto which colonisationhad reducedthem. This endled themtake over
andenjoytheirc o u n resouréesindthe dividendsof econanic andsocial
progressModern Algeria is markedby its consciousnessf theseissuesand
guardsthem jealously.Becausendependenceavas won after a long struggle,
affirmation of the ¢ o u n tdignjtyd and political position, as well as the
enomity of the development taks ahead, led to the adgtion of a socialist
model of develoment.

In the immediatepostindependence/eas, and in responseto the p e o p
deepaspirationgduring the liberationwar, Algeria found itself facing multiple
challengesFor a fledgling statejust emerging from a long war of liberation,
the hurdlesto be overcane were enomous. Huge effort wentinto putting the
political institutionsin place,creatng a public administraton that represented
a mechanismboth for the develgment of the stateand for econanic and
socialdevelopment, developingand promoting an econanic systemandsocial
institutions consistentwith the legitimate aspirationsand expectationf the
people,and, lastly, creatinga political and socio-econanic dynamic in the
country that would ensureits place on the African, Maghrebianand world
stage.

From socialism to liberal reforms

Al g e palitiaabjeurneysinceindependencéalls into threedistinct periods:
the era of socialistdevelopnent (1962 1987); the period of crisis of socialist

D
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developnent and the questioningof this model (1988 1998); the period of
open commitment to, andmplementation of refams that go hand in hanalith
the liberal pathto developnent (1999to date),togetherwith all the reforms
this requires in political (democratic governance; political pluraligm),
econanic and corporate(refomms; transitiontowardsa market economy)and
socel (grasgootsinvolvementin political, ecoromic and social development)
tems.

After its experienceof socialist development and the interim crisis of the
period of terrorigm, Algeria is currentlyin a phaseof transitionto a marke
econany, a transition that the country plansto undertakeat its own pace
without undue haste. The earliest structural and political reforms were
launchedby the authoritiesagainsta backgroundof terroristviolenceaimed at
the Algerian people, of threats to the very existence of the state and its
institutions, of econanic recessionand social fatigue. After 1994, these
reforms wee replacedby structural adjusbent prograrmes.

To understandhis trajectory,it is necesary to refer backto the origins of the
crisis. Around the beginning of the 198Gs, cracks beganto appearin the
political model and its econanic component. The people had finally had
enoughof theiron fist of the statemachine, its omnipresencean the lives of
citizens,andits failuresand weaknessem the managment of developnent,
or atleastof same of its key areasForcesin the countrybeganto give ventto
their frustration.Socialinequalities the weaknesse@f not downrightfailure)
of a managedeconany, and favouritism all provoked doubtsaboutboth the
econanic andthe political model that had beenadopted What beganas quiet
murmurings quickly becane strident protest. The econanic crisis lurking
beneaththe surfaceerypted, accanpaniedby crashingoil pricesin 1986.This
provided an opportunity for political contestation of the development model
that was implace.

Thes t a falken§ sevenueseducedits capacityto act, epecially asregards
same of the econanic and social development functionsthat it had assuned
until then. The displeasurdelt by citizens,who had developeda syndrame of
dependencyn the state,turnedinto angeragainstthe goverrment or aganst
the estdlishment, and consequenthagainststate institutions and the socialist
developnent model. The crisis of confidence in the ¢ o u n tpolitical s
institutions,which hadbeenbrewinguntil then,wasnow outin the open. The
stak itself came to realisethat it could no longer continueto carry out the
sane functionsas it had, becauseof the collapseof same of the sectorsfor
which it hadbeen respasible and ao because it now had fewer resources.

Other political and religious powersexploited the situation and the country
was plungedinto a fAdark d e ¢ andaeked by violence and terrorist attads.
The violence of the Islamic terraism was mainly the reault of the country
havingbeenthrougha period of questioningthe socialistdevelopnent model.
This had been exploited by same peopleto suchan extentthat the very
fundamental structuresof the Algerian statewere threaened.Democracyin

Algeriawasthereforethe child of tragedy,a fact that affectedthe chanceof
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achievingfull democratisationof the c o u n tsacige@manic developnent
process.

Thus, Algeria, which had made considerableprogressin building a modern
statewith solid politicd andadministrative institutions,and had succeededh
distributingthe econamic and socialdividendsof its war of liberationamong
its people, found itself facing prols that it thought had beentduehind it.

Finally, in light of thesefacts, the authorities reviewedthe situation.Political

and socioeconanic reform policies were designedand implemerted to
addresghe demandsof the peopleandalsoto resolvethe political, ecanomic

andsocial problems that lay at the heartof the socialand political upheavals.
At the sametime, however,the authorties soughtto keep the situationin

hand, aware of the dangersattendanton hastily pushingfor reforms. They
thereforesoughtto maintain a balance betweenpressuredor reforms from

certain quarters and resistance to nefromothers.

Looking towards the future

The Algerian authoritiesneedto implement a policy that will: (i) conslidate
civil peace, securityand the stability of institutionsas an essential cordition

for building democracy, improving the managenent of public affairs and
strergthening the rule of law; (ii) revive the developnent processhasingit on
relevant econanic reforms andon active partnershigbetweerthe state(whose
role it is to createan enabling political and legal enviraonment), the private
sector (the principal creator of national wealth and employment) and civil

society (which forges synergiesbetweenthe political and social spheresto
ensurethat the entire nation enjoys the appropriatedividends); (i) improve
the social situationwith viable financial conditions,by intensifyingreformin

the sacial sectorsandcreatingsuiteble corditions for sustined andsustainable
growth that will stimulate job creaion and ensurethat the Algerian people
enjoy thebendits thereof.

Although it is true that remarkable progresshas been made in theseareas,
much still needsto be doneto guarantedull enjoyment of civil liberties for

citizens, citizen participation, grassroots democracy, a balance between the
authoritiesandthe separatiorof powers,a greatermedia,anda more effective

administration and anticorruptioncampaign.Theseare formidable challenges
thatdeservecarefulattention.ln short, A | g e pastandmorerecenthistory

is one of building a nation in the contextof ongoing struggleto affirm its

identity andupholdits dignity andsovegeignty. Throughits pridein its secular
Amazighité,in being part of the Arab civilisation, in its Africannessand its

attachment to the spiritual values of Islam, Algeria claims to havedealt with

the challenges of globalisation in the spirit of tolerance, opennss and
exchange that is dictated by its long history.

It waswith the help of this preciouscapital,from whereit drew its spiritual
strergth and moral enegy in timesof adversity,that the Algerian nation was
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ableto sumount the numerousand successivehallergesthat havedottedits

destiny. The most important of these has beento regainthe countr yos

independence and-establish national sovereignty.

MAIN OBSERVATIONS AND FINDINGS ON THE
THEMATIC AREAS

Democracy and political governance

On the matterof corflict, the CRM notedwith satisfactiorthat, despitehaving
experienceda decadeof terrorism and indiscriminate violence, Algeria has
beenableto avoidthetrap of civil war andhasembarkedbn a phaseof peace
building, which needsto be sustained However, other internal conflicts of
relativeintensityshouldbe mentioned.Thesehawe to do with languagesvenif
the Tamazight languagehas beenrecognisedas an official languagein the
Constiution, socioaltural diversity, human rights, employment and rural
land. Within the region, clandestineimmigration is a potential source of
conflict becausefrom being a trarsit point, Algeria is now becaning the
desthation of immigrantsfrom subSahararAfrica. There is alsothe matter of
crossborder trafficking of drugs, ams, smuggled goods and counterfét
administrative documents,as well as prostitution, all of which create tension
betweemeighbouringstatesThe closureof the borderwith Moroccois a case
in point.

Algeria has signedand ratified most of the legal international and African
instrumentsthatimpacton the enjoyment of humanrights. It hasratified them
by presidential decree or regulatory acts that facilitate their direct or
immediate application. Reservat®have, however, begiaced on ame.

As regardsconstitutional democracy, multi-party electionsand ensurng rule
of law, the return to democracy and electoral competition in itself is an
immeasurablevictory for the Algerian nation. The country appearsto be
holding its own againstthe two major challengesthat come with same degree
of modernity:the challengeof building (1) a multi-party socialdemocracythat
guaranteespolitical transition, the sovereign power of the people and
grassrootdemocracy without sacrificing national unity, and (2) establishing
therule of law basedon the republicanmodel, which accommodatediversity
in every form and guaranteesvery citizen equal opporunity and effective
participation in thenanagement of public affairs.

After the recenttraumatic experiaces of terroriamn, the party and electoral
system sems to havelearntto be prudentandprogressiven the establisiment
of democracyand multi-partyism. Registeredparties cary out their activities
underrelatively satisfactoryconditionsand havelimited, supervisedacces<o
the main broadcastmedia (radio and television) under de facto state
monopoly. Partiesreceivestatefunds only for their election campaigns. The
organisationof elections has improved with each succeasive electon. An
independat constiutional judge (Constiutional Council) guaranteesthe
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supremacy of the Constitutionandis developinga jurisprudenceo ensurethat
legislation conforms to the Constiution and that the peoplehavea sowereign
right to choose their representativesHowever, membership of the elected
assenblies and the higher echelonsof administration is not always a fair
representatiomf the compkxity of thec o u n tgaograpliucallinguistic and
sociocultural diversity, with low representationof women, young people,
intellectuals andaxiological groups.

The modernisationof the justice system is a very positive initiative and the
practicesthat will dewlve from it will no doubt contibute effectively to the
definitive consolicetion of a constiutional state.Equitableaccessto justice by

all citizensis guaranteedy the Congitution andlegal aid is available to any
personor associationunable to afford the cog of justice. Legal fees are
moderateand the widespreaddecentralisation of (administrative and judicial)
jurisdictions guaranteeshe location of a court within easyreach.There are
servicesto assistthose appearingin court and casesof violation areregularly
dealt withby the courtsAlternative dispute resolutiomeasures are in place to
avoid problans associatedwvith lengthy procedues and delaysin decisions
handeddown by the courts. Over the past few yearsthere has also been
remarkableprogressn ensurng human rights for prisoners.

Territorial decentralisationis one of the most hotly debatedissues. Even
thoughthe Constitution stipulatesthatfi t blectedassenbly shall be the seat
of decentalisation and the forum in which citizens participate in the
management of publica f f atherpewers of theseassenblies appea to be
counterbalancethy the heavyinvolvement of the deconcentrateduthorities.
Theyrepresentthe state (notably, the Wali, the headof the wilaya or province,
andthe headsof dairasor counties)and are accountablesolely to the headof
stateandgovermment. As a result,decentalisationassunes morethe aspeciof
participatory deconcentrationThis is especiallytrue for the wilaya, whose
Wali is headbf the executive.

Theinvolvement of civil societyin managingpublic affairs consttutes one of
the major challergesto democracy,andits development hasbeenremarkable.
The low representatiorof the majority of associationsand the weaknessof
their institutional capacity nonethede need to be highliged.

The situaion regarding human rights has been positive over the past few
years.Ecanomic, socialand cultural rights areadequetely coveredby Algerian
law. The principle of equality is entenchedin the Constitution, as are the
major econanic, social and cultural rights, including equal accessto
employment and to statefunctions, and the right to employment, education
and health. The exercee of theserights is effective as regards freecom of
associatia, the right to organisestrikes, compulsory educationfor children
from 6 to 16 years,protectionandpromotion of health,accesgo housingwith

priority shown to underprivilegedsectionsof society, the right to cultural
identity, and so forth. Specialmentionmust be madeof the right to education
for all, which is underpinnedy free educationin public schoolsup to tertiary
level. The CRM was genedly satisfied with the recoqition of the main
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3.12

econanic, socialandcultural rights affordedby A | g e tegadré@mgwork. It

also noted that the restoration of peaceand national reconciliaton was
accanpaniedby formal reaffirmation of civil and political rights guaranteed
by the Constitution and a number of other laws coneming freecom of

expression,associationand assembly. While Islam is the state religion,
freedomof consci@ce andfreedomof worship areequallyentrenchedndthe
state affords the samne protection to the other religions as it doesto Islam.

Freedomof the pressis effectively guaranteeqwith Algeria having almost

130 publications, including 43 daily newspapers).

Nonethelessspecialattentionshould be paid to complaints aboutthe fimedia
clamp d o wandihe excesse®f certainelementsof the securityforces,who
sametimesactcontrary to the lawor in flagrantviolation of humanrights. This

is notwithstandinghe need tacontainpemanentlythe terorist aggression that

is regaining momentum. Consequently both goverrment and civil society
needto pay moreattention to theindivisibility of humanrights. The sane goes
for guaranteeing the i to peace, as conditioned by social justicenatFacy
and sistainable developent.

With regardto the separatiorof powes, althoughthe CRM emphasisedwith
interest,thec o n s t inetedte endirilesand guaranteehe independencef
thejudiciary, the fact remainsthatmovementfrom onefunctionto anotrer and
from one jurisdiction to anotheris by appointment of the Presidentof the
Republic, on the advice of the Higher Council of the Magistrature(CSM),
overwhich he presidesandwhich is co-chairedby the Ministry of Justice.The
functional independencend effectivenessof parliament also attractedsame
commentsandreservationsThe Presidenthasthe powerto legislate,by order
andwithout the prior authorityof the PopularNatioral Assembly(APN), even
on financial matters.In addition, the Senate(Conseil de la Nation) hasthe
authorityto block laws from being passedgiven that a four-fifths majority is
requiredto approvelaws passedoy the upperchanber. (It is notedthat one
third of themembers of the&Senate are appointed directly by the President.)

The CRM also noted effective interferencewith the legislativeand executive
branchesresultingin a blurring of responsibilitiesof members of parliament
andthe President, all of them electedepresentativesin effect,eventhoughhe

is electedby the entire nation, the Presidentcannotimpose his political

progranme without the supportof the presidentialand parliamentarymajority.
Shouldpolitical cohabitationwith a prime minister from a different political

side ever becane necessarythere would probably be institutional conflicts

with deleterious reperssions for political governance.

Public service reform is underway. It is interestingto note that information
and communication technologiesand fi €9 0 v e r nhave lzeendntroduced,
while the new statuteaims to developa modern, efficient and responsible
administration. While conservingthe career systemfor public servants,this
statute reservesan important place for employment through a contractual
systemthat has been revised and adapted to the functions of the public
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administration.However, the acuteproblans of overstaffingand unattactive
remuneration need to be @ged as anatter of urgency.

3.13 It is particularly difficult to obtain reliable data on corruption in poalitics.
Corruptionwasnonethelessbservedo berife in political life andfi d e ade s 0
not unusual irgovernance discourse.

3.14 In tems of the pranotion and protetion of women, tangile progress has been
made in the different political, econanic and social spheresas a result of
committed actionby Al gerianwomen to promote genderand gencer equality.
However, inadequaciesremain and numerous political, socioeconanic,
cultural and religious constraints need to be oveeco

3.15 The sane observationscan be made about the problem of children whose
parentsare unknovn or who have been abandonedyyoung people facing
seriousemployment and their exposureto violence, drugs and delinquency;
inadequatecarefor the elderly, the closeon 3 000 000disabledpersons;and
the legal status of refugees andigrants.

3.16 It is true that, whenreviewing A | g e rcurrentsisuation,real prospectsfor
national reconciliationand the developnent of constitutionaldemocracyand
rule of law are discernible. The fact remains, however,that much remainsto
be doneto consoldate peaceand stability and to promote human rights in
general, with special attention to gender, relationshipsbetweenmen and
women, anticorruptioncampaigns,promotion of socialdialogue,participation
of citizens, and strengthening ta#ectiveness of the adnistration.

3.17 Algeriais at a crossoads, emerging from a decadeof terror and negationof

fundamentalrights, which explainsthe depth andseriousnessef the challenges

it faces, including the achievement of national reconciliation and peace
building; the challerge posedby democraticconsolicetion of the rule of law
and society; the challenge of ensuing equal promotion and protection of
human rights in daily life, of promoing genderequality and protectingthe
youth and other groupsincluding the disabled,the elderly, immigrants and
refugees;the issue of reform and modernisationof public administration,
including how to combat corruption i which eventhe ¢ o u n tleade® s
concede to be one of the grest ills in Algeriansociety.

3.18 The CRM observedcertainbestpracticesin political governancefor which it
commendsthe Algerian authorities. Chief among these are: (i) nationa
recortiliation in the context of the antiterror campaign; (i) community
policing to ensuresecurityandrebuild the social relationshipbetweencitizens
and the security sewices; (iii) facilitating access of the public to justice and
guaranteeingheir rights; (iv) the Observatoryof the Employment of Women
at the Ministry of Energy and Mines; and (v) the National Assocation in
Support of Children in Difficulty and in Institutions (ANSEDI).

3.19 With regardto the foregoing,the APR Panelrecommends, in particular,that
stepscontinue to be taken: (i) to ratify outstanding international instruments
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3.20

3.21

3.22

(espeially on the Internatioral Criminal Court)andlift all reservation®n the

international instruments already ratified, particularly those relating to

internationalterrorismand otherorganisedcrimes;(ii) to pursuethe policy of

peaceandnationalremnciliation, strenghenthe Conmissariatal énazighité,
to establish a legal and institutional framework for dealingwith immigrants;
(i) to strengthenthe constiutional guaranteesof separatin and balance of

powersby opting for a political systemthat reducesthe potental for corflict

betweeninstitutions andclarifies the political respondbilities of eachorganof

state;(iv) to pursuemeasuredor modernisingthe public service,notably by

reorganisingts servicesand defining work stationsand responsibilitiesand

by introducing participatory, objective and effective staff assessent and
motivation; (v) to implement the natioral anticorruption strategyeffectively

andstrergthenthe capacitieof the National AnticorruptionOrganestablished
by Decree6-413 of 22 November 2006 within the Presideny, aswell asthe
structures responsible for public expenditure control and for fighting

corruption.

Economic governance and management

Over the pastten yearsthe Algerian econany hasexhibitedsustaired growth,
generallyhigherthan5 per cent. Inflation which had beencontainedto lower
than3 percentuntil the endof 2006 hasexperienceda peakdueto the risein
food prices.Prudentmanagenent and revenue increasedollowing therise in
internatioral pricesof oil and petroleim productsprompted the authoritiesto
strengthenan expansbnist budget policy and implement two successive
growth progranmes (2001 2004 and 2005 2009). The improvanent in its
external accounts,combined with high oil prices, encouragedAlgeria to
acceleratehie repaynent of its debtsthus mproving its pblic debt situation.

In relation to its macraeconanic framework, Algeria has made encouraging
progressin tems of the following: growth, which has remained stable and
high; good rates of savings and invedment; the halving of employment;

reductionof the inflation rateto 3 per cent;balancedoublic finance,basedon

prudentrevenueestmates; externalaacounts that have remainedin surplus;
the acclerated repaynent of externaldebt; and monetarystability. All these

factors enhancethe chancesof other econanic policies in Algeria and, in

particular,reform policies.The mgor econamic progranmeslauncledin 2001
and 2005 seekto pave the way for achievingthe aspirationto becomean

emerging market country. This will require effectve macrceconanic

governancen temns of the optimal useof resourceso help achievethe goals
the authorities have set for human development, sustainabledevelopnent,

teritorial and geneetional equilibrium, as well as the diversification of

econanic activities.

With regard to sectorandmicro-econanic padicies,a soundmacro-econanic
framework aloneis not enoughto creategrowth and developnent if, among
otherthings,dynamic sectoralpoliciesare not adoptedto underpinthe growth
sectorsFacedwith the imperativeof acceleratinggrowth andmoving towards

11
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development, the Algerian governmenhasmadean effort in this respectput
the actionstakenhavenot met with successn tems of the investnentsthat
havebeenrealised.The newly articulatedindustrial strategyneedsto respond
to the problemof low utilisation of industrial capacity,which was no more
than 50 per cent in 2004.

3.23 It would also have beenappropriateto understandhe major thrustsof the
Cc 0 u n tagrigulbusal policy. It was not possibleto considerthis aspectin
detail, but the government hasobviously given active and massivesupportto
reviving this sector,without mapping out a clear strategyfor regainingthe
local marketandgainingthe foreign, essentiallyfEuropeanmarket. Lastly, the
governmentmustensurethatit hasthe meansto formulatea consensuaglobal
vision of Algeria, from which sectoralstrategiescan draw inspiration, with
consideratiorof the optionsof liberalisation,privatisation, diversfication and
reduction of the excessive dependence on hydrocarbons.

3.24 Themobilisation of domesticresairrcesandthe accumulation of capitalreflect
commendablgrudenceput otheroptionsneedto be explored.On the macrc
financial level, the CRM endorsesA | g e rpiudeid managment of its
surplusoil revenueghroughthe Fundfor the Regulationof Receipts,or Oil
StabilisationFund (FRR). This hasbeenachievedhrougha policy of prudent
managment that minimises the deficit, even if domestic financing is
available.

3.25 As regardsvulnerability to shocks thereare ad hoc responsesndthereforea
needfor systemic analysis.An econany that wishesto performwell cannot
afford to be managedwithout anticipating potential disruptionsthat could
causeit to deviatefrom its course.Good governancerequiresa country to
anticipateinternal and extemnal shocks and envisageways to detectthem,
adopt mechanisis to cushion or avoid their impact, and decide what
accanpanying measuredo take. The CRM commendsthe progress that has
been achieved in reducing Al geriads dep:

3.26 With regardto govermrment and administration, there is an urgent needfor
reform in result indicators.In Algeria, more than elsewtere, the three-year
budgetis expectedo be a major breakhroughthat deserveso be encouraged,
andis alsoseenasa meansof anchoringpublic expenditureo indicatas. The
multi-year budget is a major step forward and should be commended.
Similarly, a nationalpublic accountingplan that usesbudgetnomenclatureis
an indication of progress.Thesereforms needto be implementedas a matter
of urgency without beindhurriedthrough.

3.27 Predictabilityis a shortcaning to be addressedrl he predictabilityof econanic
policies is largely dependenibn trangarenteconanic data, but also on the
participationand consultationof econanic and social ste&keholdersvis-a-vis
various government policies. This relatesto aspectsof process,content and
meani ng. The nmawaimthisraedis stillppeor. f o r

12
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3.28 Coordinationis aboutimproving the flow of information to citizens.Even if
one cannottalk of decentralisatn, if the dearth of information availeble
locally aboutmajor projectsis anythingto go by, it is possibleat leastto talk
abouteffective devolutionunderthe auspicesof the Wali. Challengesnoted
relatedto insufficient capacity for planning,budgetpreparatiorandexecution.
Thesedeficienciesareexacerbatetly the exceptionallyhigh numberandscale
of projects on the ground.

3.29 A g e budgetpsrfomanceover the pastfew yearshasbeenexceptior
and the country has taken remarkable initiatives to reduce the impact of
fluctuationsin the oil price on its budgetandits public externaldebt. These
encouraginginitiatives notwithstanding, Algeria is vulnerable to external
shocks(especiallyfrom the oil sector)andthereare same shortcaningsin the
mechanims put in placeto guaraintee transm@rency, the involvement of the
citizenry, and control and accountaility in public finance managmen. The
CRM alsotook note of the extensivebudgetarymodernisatiomprogranme, in
particular the adoption of resultmsed budgeting and reform of local taxation.

3.30 There have been exceptionalbudget performances.The state has seenits
coffers consideraly swollen as a reailt of the escadtion in oil prices. The
overalltreasury balancereached surplus averaging over9 per cent of GDPin
2002 2005, whereast wasjust aboutevenin 2002. Therewas anincreasan
the currentaccountsurplusin excessof 18 per cent of GDP, enablingthe
countryto accumulate additional foreign exdhange reserves.In 2006, foreign
exchangeeservesamountedto US$80billion, muchlike the US$10billion in
revenuein 2000 (for 4.6 monthsof imports). Thesereservesare projectedto
reachUS$L00 billion in 2007/2008if oil prices continuetheir upwardspiral.
This excellentbudgetperformanceenabéd Algeriato remnstitute its foreign
exchangereservesand implement public invesitnent programmesto boost
growth. The first supportprogrammeof this kind wasimplementedin 200%
2004 and was followed by a Growth ConsolidationPlan for 2005 2009 for
almost US$120 billion.

3.31 Thereis excessive dependenc®f the econany on the petroleumsector.As
statedearlier, the hydrocarbonssectoris the growth engineof the Algerian
econany, accountingfor 70 per cent of governrment revenue 45 per cent of
GDP, 97 per centof expot revenueand over 30 per centof growth recorded
each year. The predbminance of this sector has profoundly affected the
structureand management of the Algerian econany. It has dampered any
incentivesto adoptan active policy to diversify the econany and promote
productionof tradablegoods and services outside the hydrocarbonssector.
This hasled to a weaknessin the internal taxation systen. The structureof
budgetaryrevenueclearly showsthe vulnembility of public financeto external
shocks.

3.32 Although corruptionis widely acknowledgedthereare no reliable figures to
showthe scaleof the problan. Corrupton emergedlargely as a result of the
admin i s t r reluctancedirgroduceecoromic liberalisation. The benefits
derivedfrom positionsemergedovernightandthe tax andcustans authorities
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were unpreparedor this. The period of instability in Algeria between1992
and 2000 also encouraged corrapti

On the institutional level, the CRM notedthe absenceof any governmental
institution (e.g.a nationalanticorruptioncommission)with the solemandateto
coordinatethe goverrme n tefiosts in this area.A unit has beenset up to
combat money launderingand terrorigm, but nonefor corruption. The CRM
also noted that supervisoryinstitutions were marginalised becauseof the
grosslyinadequateneansof control providedby the governrmentto handlethe
amount of work that needs to be done.

As regardsregional integation, the aim is not simply to be part of the
international trend but to conceptalise an integration project which, while
havinga political vision, at the same time embodies an econanic rationaleby
taking into consideation incentve mechanisns for private agents.It is this
political vision that allows long-term strategicobjectivesto be consideredand
justifies the adoption,in the shat term, of a proactiveapproachand of temms
and conditionsthat arelikely to enmurageeconanic operatorsrom different
countriesto tradeamong themselves.The CRM stronglysupportsthe position
of the government on regional integration,evenif this vision is not clearly
articulated.Algeria hasan undeniablerole to play in Africa, in the Maghreb
and in the Mediterranean region.

The CRM notedA | g e beistpracticesn temms of governanceindeconanic
managmert. Essentially, these are: (i) the creation of an FFR for
hydrocarbons(ii) appealproceduresn the public procuremenprocess;and
(iii) regional cooperation.

Algeria will haveto overcame the following challengeswhich are part of the
C R M @esommendationgi) successfuimplementatioror acceleratiorof the
major structuralrefoms already in place; (ii) diversfication of the ecanomy
into other econanic sectors such as industry, agriculture, tourism and new
technologies(iii) contairmentof inflation andimprovanent of the balanceof
paymentsby diversifying exports;(iv) achievingthe greatespossibledegree
of autonomyin public expenditureby becaning increasinglylessreliant on
revenuederived from hydrocarbonsfv) successfulrarsition from a welfare
state to one that demandsaccantability from people in the sccia and
econanic spheres;and (vi) combating corruption and establishingeffective
deterrenimeasures.

Corporate governance

Al g e pasagéfsom a centrali®d, subsistencesconany to a market and
productioneconany in orderto ensurdts integrationinto the world economy,
its entry into the EurgpeanUnion free trade areaand its membershipof the
World TradeOrganiséion (WTO) are signsthat the countryis aboutto enter
anotherphaseof profound mutation in termms of organisation structuresand
modesof manageent that have beenthe hallmarks of corporategovernance
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3.39

3.40

3.41

3.42

in Algeria. Openingup the Algerian econany requiresacceleratiorof priority
reforms to encourag@rivateinvestmert, diversify theecoromy to makeit less
dependent on the oil and gas sector, and create emghby

To achieve thesemas, the authorities haadopted internt#gonal standards and
undertaken structural refoms to create an effective envirorment and
framework and to promote econanic growth and sustainabledevelopnent.
Thesereforms are consistentwith the liberal transition, highlighting the role
expectedof private enterprisein the new Algerian econanic arena,through
partnershipbetweenthe stateand this sectorto overcane certain corstraints
facingthe country,namely: (i) to acceleratestructuralreforms to ensurebetter
integration of Algeria into the world economy; (ii) to promote a healthy
business enviranent by ensuring that Algex puts theorynto practice; (iii) to
grooma generationof more successfuprivate econanic actorswho embrace
the values of ethics and probity in business;and (iv) to promote better
entrepreneurship andvareness ofasponsibilities enong caporate leaders.

It was by studying theseconstraintsand the challengesthey pose,that the
CRM in evaluatingcorporategovernancen Algerian corporationsanalysed
changesn this governanceas presated in the CSAR. Few peoplearein a
better position to articulate the problems surroundingthis difficult trarsition
thanthe Presidenbf the CNESwho, on the subjectof privatisation statedthat
i t btateis draggingits feet insteadof leavingthe areasit shouldleaveto
move to the strategic areas where

With regardto the implementation of standardsandcodes, th&CRM notedthat
the governmenhad signedand ratified an impressivenumber of international
standardsAlthoughmeasuresrebeingtakento implementthesethe progress
achievedsofaris insuficientboth in terms of qudity andquantity. In the area
of banking supervision,the cowntry is completely, or almost completely,
compliant with the internationalprinciplesthat govern standardsand codes.
Few corporations have adopted ISO 9000 and ISO 1400dastn

In tems of promoting an enablingenvironment and an effective regulatory
framework for econanic activities,the CRM was impressedy the numerous
initiatives the govermment undertookto improve the businessnvironmentas
well asthe mechaniss establishedo protectthe enviromment andto provide
financial assistancdo young entrepreneurssuch as the National Agency for
Supporing the Employment of Young People(ANSEJ). The CRM recognised
the numerousreforms of the financial and banking systemthe goverrment
adoptedto facilitate credit availability for corpordions, especiallysmall and
medium-sizedenterprisefSMES), andits desireto help corporationsupgrade
themselves and adopt intemational codes and standardsto improve their
competitiveness. The CRM, however, disapproves of the delays in
implementing the numerousreforms enatted into law by the govermrment to
facilitate access to land.

In the matterof ensuringthat corporationsact as good corporatecitizenswith
regardto humanrights, socialresponsibilityand envirormental sustainability,
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the CRM observedthat public corporatons and large private corporations
generallycomply with existing laws on the protectionof labour law, social
responsibilitytowardsthe societythey operatein, and the implementationof
envirommental standardsBy contrast,many SMEsT most of them family-
ownedbusinesses arelesssensitiveto thesevalues,exceptasconcerngheir
contibution to Zakat. Generally, mechanims for reslving corflicts within
thesecorporationsare very effective. However,ordinary courtslack suficient
human resources to handle tradisputes.

3.43 The promotion of the adoptionof codes of goodbusinessethicsin achievinga
corporation $ objectives is affected biyd nature of Algerian corporations. The
CRM noted that, due to almost 90 per cent of Algerian corporationsbeing
privately owned,andto rapid chargesinstituted by the transition to a market
econany, Algerianentrepreneurbavefallen preyto corruptionandfraud. The
problem has been aggravated by the existence of an informal secor that
controls about 30 per centof all trade, especiallyas many corporationsn the
formal secbr do notinvoice their suppliesanddo not belongto a professional
association.Both the CSAR and sewral stakeholdersreported cases of
corruption,collusionin the awading of tendersand massiveembezzlemenbf
public and private assetsNon-compliancewith the codeof ethicsis a serious
problemin Algeria. The authoritiesare mindful of this and haveintroduced
draconianmeasurego combat the problem, but thesewill not be successful
without the participation of the corporationsritslves.

3.44 In tems of ensuringtransparencyand equity amongtheir businesspartners,
mostAlgerian corporationshavenot yet developedadequatenternal systens
for providing information to their trading partnersor shareholdersAgain, the
informal or almosttotally family -ownednatureof the majority of corporatians
is to blame. The provisionof financial information, evenfor shareholdersis
rare, excet in the case of public corporations,where oversight by the
supervisoryauthorityis highly developedMost of the shortcanings observed
aredueto the dearthof qualified accountantsConsumer associationsre not
adequatelhequippedo protecttheir right to have accesgo information on the
quality of products offered or sold to the

3.45 As regardsthe accountabilityof corporationstheir directorsand managment,
the legislativeand regulatorytexts governing public and private corporations,
including the Commercial Code, spell out the duties of corporatestructures
vis-&vis their sharehtders. The CRM, however, noted that many headsof
public corporationsclaim the right to take managenent decisionswithout risk
of criminal sanctionsfor mistakesmade in the daily managenent of the
corporationwhenthesedecisons are taken in good faith.

3.46 Onthebasisof thesefindings,the APR Panelwould recanmend, specifically:
() rapid implementationof the most strategic reform measuresgspeciallyin
the banking and finance sector; (ii) strdrening ofmeasures relating to social
securityfor employees,guaranteedninimum wagesand the implemenrtation
of training progranmes more suitedto the employment market; (iii) provision
of greaterassistanc¢o the differentindustries gnablingthemto upgrade and
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the implementationby corporationsof environmental codes and standards;

(iv) estdlishment of an anticorruption agency,enhanceent of the capacities

of the observatoryand commitment by the membersof the Algerian Chamber

of Commerceand Industry (CACI) to consicer including clausesprohibiting

corruption practicesin their partnersip contracts;and, more fundanentally,

(v) privatisation of the numerous remaining public econanic enterprises

(EPEs) that still occupy apreao nant pl ace i nmictfadbre. country

3.4 Socio-economic development

3.47 Algeria is undergoingprofound changesAfter a decadeof violencein the
1990s,which left more than 100 000peopledead,millions orphanedtensof
thousandsvidowed and disabled,the country hasrecoveredand initiated an
extensiveprogranme of political, social and economic structural reforms. Its
achievenents in sociceconanic developnent are cogent indicators of the
governme n tdésgeto transformthe life of Algerian citizens. The human
development indices containedin the document amply demonstrag this and
represent social achievementsthat place Algeria on the pathto achieving the
Millennium Developnent Goals (NDGS).

3.48 Becauseof its oil resairces,the country hasa certaindegreeof autmomy in
the choice, elaboration and executiom of its developnent programmes.
Nevertheless promoting co-responsiflity by involving other partnersand
actorsin socioeconanic developnent (i.e. businessand other members of
civil society),would generallyserveto increaseownershipin thoseextranely
strategic areas.

3.49 Algeria has made enormousprogressin the social arena.As a result of its
social policies and the oil boam, the country has radically improved public
sector delivery of basic sacia sevices and built vast systems of healh,
education and social protection. Being mostly rural (70 per cent), the
populationbeforeindependencdad only limited accesso education,health
and employment andits level of income was proportionalto the low level of
generaleconanic activity. Under the pressureof increasingsocial demands,
the developnent policy over the pastthree decadesf postindependencéas
been aned precisely at creating Ibet conditions fothe disadvantaged.

3.50 Extensivelysupportedby the state,the prices of principal consumer goods
have been progressivelyliberalised. This was the casefor fruit and other
productsin 1989and1992.The removalof subsidieded to a significanthike
in the pricesof consumer goods which affectedall goodsandespeciallymajor
consumer goods.Theseincreasesadveeely affectedthe purchasingpower of
householdsthus swelling the ranks of the poor, especiallyin temms of food
insecurity (basedon the requirednutritional level in terms of calorific intake)
and, consequentlypf generalpoverty. It is appropriateto note that extreme
poverty, as describedby international organisationsin the context of the
MDGs (lessthan US$1 a day), is marginal and is disapgaring in Algeria,
which is an achieveent to be applauded.
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Sincethe end of the so-calledii d adr ekc aofl tbed 990s,povertyin Algeria

has been on a downward trend. According to the Sixth National Human
Developnent Reportof 2006, presentedy the CNES on 15 February2007,
the human povertyindexwentfrom 25.23per centin 1995to 16.6 percentin

2005, representingn averageannualdecline of 4 per cent.Decreasegoverty
was also recordedin the decline of malnutrition, the number of underweidnt
childrenfalling by 12.3 percentannuallyand, to a lesserextent,in the 6.2 per
cent drop in mortality among the under 40-yearolds and a decreasein
illit eracy.

In Algeria, povertyis largelya rura phenanenon.Pocketsof povertycanstill
be found in the cities, however,which affect the displacedand vulnerable
persons such as widows, orphand victims of earthquakes.

Regionaldisparitiesare levelling off evenmore following new programmes
that specifically target the disadvataged regions.In this way, lessdeveloped
wilayasin the southhavebenefitedfrom particularprogranmesfundedfrom a
2 and 3 per cent levy on oil tax revenDevebpment ofthe ruralareas, which
is aimed at progressivelyendingsocioeconanic inequalities,is being helped
by the boom in agriaulture, a sector that has been able to consolidateits
contribution over the pastfew yearsthanks to reforms. The Policy of Rural
Developnent launchedin 2006 and the National SustainableDevelopnent
Strategy launched in 2005 will be the ideal framework for supporting
intervenion in the rural areasto allow full participation in reinforcing socel
cohesion and in strengthening the baktd develoment of the territories.

Thelandsituationin Algeriais complexandneedso be clarified if the Policy
of Rural Development is to succeedCurrentl, thereis an array of diverse
legislation governing sta land and an absencelegislation on private land.

In the 1990s, health structureswere mostly locatedin the larger cities and
public access to healthcare,particularlyin rural areaswasrelatively limited.
After independencahe governme n thédth policy was aimed specifically at
improving the accesf citizensto healthcarethroughthe introductionof free
medical care in 1974, on the one hand, and the provision of more health
facilities countrywide, especialin rural areaspn the otherhand.

Algeria has made spectaculamprogressin educationin terms of numbers,
infrastructureand servicessinceindepenéncein 1962. Educationis free for
all Algerian childrenandis compulsoryfrom the agesof 6 to 16. The country
has60 universitiesin 41 wilayas.By the endof the decadeAlgeria expectsto
have 1.4 million university students. The objective of the govermment is to
guaranteeyuality education puild up the skills of graduatesimprove general
perfomance in the educaticnal system, and adapt envisagedtraining to
econanic and social develapent needs.

The principle of equality betweenthe sexesis entrenchedn the Constitution.
This equality also appliesin the civil, penal,administrative and commercial
domains. In both civil and criminal law, thereis no discrimination between






