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Foreign direct investment and remittances

Algeria attracts significantly lower levels of FDI as a per cent of GDP compared to the averages for OLMICs and UMICs.[1]
This gap has steadily widened. The stock of investment as a per cent of GDP in Algeria is nearly three times lower than the
average for UMICs and only 42% of that in OLMICs.

Since the Arab Spring, FDI from Europe into Algeria and the region has dropped, although Gulf investors have shown
greater interest. China has also increased its investments in Algeria over the past two decades, recently taking over
France's historical position as the largest investor mainly in the construction and mining sectors. Algeria is a close ally of
Beijing and the two countries have a strategic partnership.[1]

According to UNCTAD's World Investment Report 2019, FDI inflows fell from roughly €1.4 to €1 billion between 2016 and
2017 but improved to €1.3 billion in 2018. The stock of FDI was estimated at a meagre €27 billion in 2018.

The World Bank ranked Algeria 157th out of 190 countries in its Doing Business 2020, which measures aspects of business
regulation and their implications for firm establishment and operations.[2]

Numerous regulatory and practical hurdles constrain FDI in Algeria. The World Economic Forum [3] lists impenetrable
markets, protectionism, corruption, weak and overregulated digital and e-commerce economy, weak intellectual property
laws and bureaucracy as obstacles to investment.

Algeria has also been protecting and promoting SOEs, which generally lack managerial independence, efficiency and
accountability and place a burden on the national budget through contingent liabilities. A shakeup of SOEs and promotion
of the private sector are key requirements if Algeria is to grow faster.

There are signs of progress: improved investment laws and plans for diversification are outlined in the Complementary
Finance Law of 2020. This law removes the application of the 51/49 investment rule on domestic ownership of foreign
business and cuts corporate taxes for investment in certain locations. It also provides for concession of land by mutual
agreement and tax exemptions throughout the life of exporting projects.[4]

Algeria can also take advantage of information and communications technology (ICT) to promote efficiency and direct less
effort at the speculative economy and more at the productive economy.[5]

Finally, remittance flows to Algeria were valued at roughly €1.6 billion in 2018 (1% of GDP) and outflows in 2017 at
€64 million. December 2019 estimates put inflows at US$1.792 billion.[6]

Studies like that of David Margolis et al. investigating the impact of remittances generally agree that they reduce poverty
and improve livelihoods. The study also found that in two regions of Algeria, remittances—especially foreign
pensions—reduced not only poverty but also inequality, leading to a nearly 4% reduction in their respective regional Gini
indices.[7]
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