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EXECUTIVE SUMMARY
Like the rest of the MENA region, Maghreb countries face major development challenges
which include a rapidly growing and young population, high unemployment rates,
vulnerability to price shocks and climate change, and most recently a political turmoil in
some countries which is to an extend a consequence of the previous. Facing these implies
inter alia to foster growth and therefore to raise living standard in an inclusive way. Further
integrating Maghreb countries among themselves and opening up the region to the rest of
the world are two complementary avenues to eventually create the conditions for higher
and more diversified growth in the region. In effect, besides a process of deeper integration
with the world economy, consensus is growing that the sub-region could further improve
its economic performance through a simultaneous parallel regional integration (World
Bank 2010).
Given the potential for a positive outcome, the issue of economic integration for the
Maghreb either at the regional level or with the world economy has therefore received a lot
of attention, both at the academic and applied level. So far, analyses have largely focused
on the barriers to integration and the impact of enhanced integration, using mainly
macroeconomic and trade data. Microeconomic data have not been used to analyze the
issue of barriers to trade and investment for Maghreb. In other words, little is known about
the actual hurdles faced by the local private sector. There is therefore a gap which needs to
be addressed. This is the objective of this report which argues for measures aimed at
improving both intra regional and world integration for the region.
This report is based on various information sources; regulatory and legal documents,
academic work, reports, various datasets and survey data. Quantitative information on 711
firms in manufacturing and services has been gathered through three firm surveys in
Morocco, Algeria and Tunisia. This allows getting a clearer view of the constraints the
local private sector is facing with respect to intraregional trade.
The first chapter underlines that Maghreb-4 is a small region in economic term with a
duality of member countries, although all are labor abundant, Libya and Algeria economies
largely depend on natural resources while Morocco and Tunisia’s economies are more
diversified with a significant manufacturing base. Despite such deep structural features, the
region has gone through important changes during the 2000s which are in a way a decade
of catch up - until at least the 2009 financial crisis and the 2010-11 waves of revolutions.
In terms of trade, integration to the world economy improved through increased exports of
goods and services during the 2000s. Although the former was very largely driven by oil
exports, the latter is also partially based on a significant increase in exports of computer,
communications and other services, and transport services. In terms of FDI, M&A and
Greenfield investment drove an increase in inflows during the 2000s which implies that the
stock of FDI in the region now compares favorably to several other groupings.
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The second chapter however shows that regional integration at the Maghreb level is still
lagging. Although trade increased for Maghreb as a whole during the 2000s, allowing for
improved (but far from complete) integration into the world economy, this has not truly
translated into deeper intra-regional integration, although some positive signs must be
recognized. Hence, intra-regional merchandise exports and imports within Maghreb have
been increasing since the late 1990s and their share in total merchandise trade shows an
increase. Although a positive trend, this is still below the level reached by other regional
groupings. However, on all other measures of intraregional trade performance, although
some improvements appear during the 2000s, Maghreb is still very far from being truly
integrated. Trade complementarity across countries remains low despite some
improvement since 2003, market and product concentration remains high, the strong
exports of dynamic product is mostly based on fuels which are exported outside the region
while intraregional export growth is mostly based on increased demand (and not improved
competitiveness or diversification). Finally, intra-industry trade is lower for Maghreb than
for other regional groupings and, at the country level, it is lower for within Maghreb intraindustry trade when compared to Maghreb intra-industry trade with the rest of the world.
The third chapter provides a brief review of the regulatory framework for trade and
investment in the Maghreb underlines the complexity of the systems in place. In the trade
area, protection levels are still high on a comparative basis, NTBs are important and while
the web of existing intra-regional trade agreements is supposed to help in this matter, it has
not yet met expectations. Then, depending on each country case, restriction remains in
several areas such as repatriation and surrender requirements for exports, domiciliation
requirement for imports and other non tariff measures. In the FDI attraction area, the
situation is similar. Countries have put in place a complex set-up of institutions and
regulations but non-negligible issues remain in areas such as sectoral entry regulations
(including entry in the services sector), restrictions of transfer abroad of proceeds of
liquidation and acquisition of real Estate for FDI purposes. Finally, in other areas not
directly related to trade and FDI but which can still have an impact, overall taxation
remains high in the region and is second only to MERCOSUR countries while labor
regulation show restrictive characteristics.
The fourth chapter provides a statistical analysis of firm level data with a focus on
exporter’s characteristics and the hurdles they face. Hence, the data suggest that the
decision to become an exporter is largely motivated by a desire to expand the firm and an
expected high demand for goods produced by the firm. The status of non exporters is
explained partly by a form of self selection by firms and some compliance costs. An
econometric exercise casts further light on the probability of becoming an exporter, a
prerequisite to increase trade integration, both within the region and outside. What comes
out is that the exporting status of firms depends on personal characteristics of managers
(whether be it their education or prior experience in an exporting firm), some firms
characteristics (such as the age of the firm, foreign ownership or the presence of
certification…) and the ability of the firm to obtain financing (export financing or
overdrafts).
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Going more into details of the type of constraints that hamper the volume of exports, data
suggest the existence of key constraints which are summarized in the table below.
2008-2009 most important constraints to exports by destination markets.
Algeria

Morocco

Tunisia

EU

na

Lack of export financing

Lack of export financing

Lack of export financing

O thers

Firms from Algeria that export to….
O rigin Country

Lack of support to
prospect new markets
Destination Country

na

Health/environment
regulations
Restrictions on after-sales

na

Algeria

Government procurement
procedures
Morocco

services
Government procurement
procedures
Tunisia

Customs procedures

na

Lack of export financing

na

Health/environment
regulations
Subsidies or tax benefits
given to competing
domestic firms

Health/environment
regulations

EU

Government procurement
procedures
O thers

Lack of export financing

Lack of export financing

Firms from Morocco that export to …
O rigin Country

Lack of support to
prospect new markets

Destination Country

Import quota or
prohibitions
Customs procedures

na

High or discriminatory
taxes or charges
Application of existing
trade Agreements

na

na

na
Maghreb

High or discriminatory
taxes or charges
Application of existing
trade Agreements

High or discriminatory
taxes or charges

EU

High or discriminatory
taxes or charges
Application of existing
trade Agreements
O thers

Firms from Tunisia that export to …
Lack of support to
prospect new markets
T ransport services
expensive
T ransport services work
poorly

O rigin Country

Destination Country

Product quality regulations

Product quality regulations

Customs procedures
Lack of export financing

In Algeria, governments’ procurement procedures (in the destination countries, except for
the EU-27) as well as the lack of export financing (available in Algeria) and
health/environment regulations (in the destination country) are key obstacles which limit
the volume of exports to most locations. The later are an issue for exports to Tunisia, EU
and other countries, the issue being the most important for exports to the EU. The lack of
support to prospect new markets, which refers to perceived limitations of export promotion
institutions, is important for exports to Morocco and the EU-27. Finally, competition is
perceived as biased due to subsidies or tax benefits received by domestic firms in some
destination markets like the EU-27 and Morocco.
For Moroccan firms, customs procedures (either domestic or on the destination market),
the application of existing trade agreements, import quota or prohibitions (often an issue of
proper classification of goods) and taxation (from the receiving countries) are the main
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constraints faced by firms when exporting to Algeria. The latter, is also an important
constraint for exports to all markets, as is the application of existing trade agreements (with
the exception of the EU-27). Locally, the main obstacle that restricts export is also the lack
of export financing for operations to Tunisia, the EU-27 and other destinations. Product
quality regulations are an issue when exporting to the EU-27.
Finally, in Tunisia, firms exporting to the neighboring countries complain mostly about
cumbersome customs procedures and also product quality regulations. The later is also an
important issue for exports to the EU-27 as is the lack of export financing.
Proposals for a better integration of Maghreb, both at the international and regional
level.
Given the potential for a positive outcome, the issue of economic integration for the
Maghreb is dealt here both at the regional and world level. Improving regional and
worldwide integration for Maghreb countries calls for a set of strategic actions. Given the
extent of possible courses of actions, there is however a need to set clear priorities on the
basis of the constraints given by firms. Therefore, this report proposes to focus on selected
priority areas of reform according to two strategic axes: improvements in the regulatory
framework and improvements in firm’s ability to become exporters and export more.


Improving the regulatory framework. The objective here would be to develop
trade and foster FDI, both at the regional and international level. Although each of
these measures has to be implemented at the country level, coordination is required
and could be done through one of the existing regional trade agreement.
Independently of the coordinating body, the process would imply to i) update and
catalog all measures/regulations/text in each area, ii) discuss among stakeholder
(governments, local private sector, foreign firms/associations of foreign investor,
civil society) to reach a consensus, and iii) agree on an implementation schedule
and proceed.



Improving firm’s ability to become exporters and export more. Develop firm’s
ability to become exporters. In this area, several types of measures in terms of
training and access to finance for exporters (which already exist in each country)
would need to be made more effective. This could be implemented through private
sector organizations, Chambers of Commerce, Export Promotion Agencies… Each
program should be developed along best practice guidelines and properly evaluated
at regular intervals.



Improving firm’s ability to become exporters and export more. Alleviate
constraints on already exporting firms. Actions in this area are in a way the
mirror image in the reduction in NTMs, but more on the compliance side at the
firm level, and include also support institutions to firms.
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INTRODUCTION
1.
Like the rest of the MENA region, Maghreb countries face major development
challenges which include a rapidly growing and young population, high unemployment
rates, vulnerability to price shocks and climate change, and most recently a political
turmoil in some countries which is to an extend a consequence of the previous. Facing
these implies inter alia to foster growth and therefore to raise living standard in an
inclusive way. Further integrating Maghreb countries among themselves and opening up
the region to the rest of the world are two complementary avenues to eventually create the
conditions for higher and more diversified growth in the region.
2.
In effect, besides a process of deeper integration with the world economy,
consensus is growing that the sub-region could further improve its economic performance
through a simultaneous parallel regional integration (World Bank 2010).
3.
For example, World Bank (2006) estimates the potential implications of regional
integration under different scenarios over a ten-year period (2005–2015.) Results from a
gravity model suggest that countries in the Arab Maghreb Union would obtain significant
economic benefits from deeper and wider integration among themselves and with the EU.
Hence, while under a status quo scenario, per-capita GDP is estimated to grow by 30, 27,
and 41 percent, respectively in Algeria, Morocco, and Tunisia, a deeper and wider
integration scenario (through the creation of a trading bloc with the EU, liberalization of
services, and investment climate reforms) would imply a per-capita GDP rise of an
additional 57, 51, and 38 percent, respectively in Algeria, Morocco, and Tunisia (and
compared to the initial status quo scenario). Brunel and Hufbauer (2008) reach similar
conclusions using a dynamic computable equilibrium model. Under a scenario of deep
integration characterized by an EU-US-Maghreb FTA, the positive GDP impact would
reach 10 percent in Libya, around 8 percent in Tunisia, 6 percent in Algeria and about 4
percent in Morocco.
4.
Given the potential for a positive outcome, the issue of economic integration for the
Maghreb either at the regional level or with the world economy has therefore received a lot
of attention, both at the academic and applied level. So far, analyses have largely focused
on the barriers to integration and the impact of enhanced integration, using mainly
macroeconomic and trade data. Microeconomic data, i.e. firm level data such as whose
coming from ICA surveys1, have not been used so far to analyze the issue of barriers to
trade and investment for Maghreb. In other words, little is known about the actual hurdles
faced by the local private sector. There is therefore a gap which needs to be addressed,
- The World Bank Group’s Investment Climate Assessments (ICA) serie of reports identify and prioritize investment climate
constraints, benchmark progress on reforms, provide cross-country comparisons of investment climate indicators, and aims at helping
countries forge a broad consensus on priority areas for reform. These assessments feed into World Bank and IFC operations and
technical assistance. This type of comprehensive report is largely based on firm level survey data.
1
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especially in the light of the current crisis, the current level of intraregional trade and
investment, and the potential positive impact of further economic integration for the
Maghreb countries. It is therefore important to better understand the nature and the extent
of the existing constraints on trade and investment at the firm level. This is the objective of
this report which argues for measures aimed at improving both intra regional and world
integration for the region.
5.
It must be noted at that stage that this report does not deal with financial sector
issues as these are addressed in a separate “flagship” report of the MENA region of the
World Bank. Similarly, the report does not address infrastructure and transport issues in
Maghreb as they were analyzed in a recent regional report from the World Bank.
6.
Information sources used in this document are multiple; regulatory and legal
documents, academic work, reports, various datasets and survey data. Hence, many
statistical data from the UNCTAD and the World Bank databases are used to provide an
overview of trade patterns in the 4 countries of the region. Furthermore, firm level survey
data are being used. Quantitative information on 711 firms in manufacturing and services
has been gathered through three firm surveys in Morocco (mid-2009), Algeria (late 2009early 2010) and Tunisia (mid-end 2010). This allows getting a clearer view of the
constraints the local private sector is facing with respect to intraregional trade.
7.
This report is organized as follows. The first section provides an overview of
Maghreb and its integration with the world economy. The second section analyses intraregional trade patterns within Maghreb while the third section reviews existing trade and
foreign direct investment regulations. The fourth part provides an analysis of firm level
survey data gathered in Algeria, Morocco and Tunisia, in 2009-2010. It underlines several
of the issues faced by the private sector in each country for exports to the region, the EU
and other countries. By doing so, it allows to identify constraints to world and intraregional integration. A final section provides a synthesis and selected policy
recommendations.
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1

MAGHREB AND INTEGRATION TO THE WORLD
ECONOMY

8.
In the recent past, several studies (Bchir and al. 2006, Brenton and al. 2006, Brunel
and Hufbauer 2008, World Bank 2006b, 2010 …) underlined that Maghreb countries were
amongst the least integrated worldwide, both regionally and in the world economy. This
chapter underlines that although this view is still broadly correct, there have been
nonetheless since the mid-2000s encouraging signs which should not be ignored. In this
section, Maghreb-42 countries are benchmarked against other regional groupings of direct
relevance to these countries (EU-273), of similar development stage as middle income
countries (MERCOSUR4, ASEAN-55) or emblematic of trade agreements such as
NAFTA6.

I.

MAIN CHARACTERISTICS.

9.
Maghreb-4 as a subregion is still small in terms of
economic size, especially when
compared to other regional
trading blocs.

Chart 1. 1. Maghreb versus others trade zones: Pct. of World GDP.
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10.
The economic size of
the Maghreb-4 was around 0.44
percent of the world’s total
output in 1980 and was only
marginally higher in 2010 (0.53
percent) while its population
remained at around 1 percent of

2010

Source: WEO (2009) and WDI 2010.

- For the purpose of this report, Maghreb-4 includes Algeria, Libya, Morocco and Tunisia.

3

- The EU (European Union) is economic and political union with 27 member countries: Austria, Belgium, Bulgaria, Cyprus, Czech
Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta,
Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and United Kingdom. The EU has developed a single
market through a standardized core of laws which apply in member states and ensures the free movement of goods, services, and capital.
4

- MERCOSUR (Mercado Común del Sur or Southern Common Market) is a 1991 trade agreement between four Latin American
countries: Argentina, Brazil, Paraguay and Uruguay. This initial treaty was updated and amended in 1994. Its purpose is to promote free
trade and the movement of goods, people, and currency.
5

- ASEAN-5 (Association of South Asian Nations) refers to five high growth exporting nations which were the founders of ASEAN in
1967. ASEAN-5 includes Indonesia, Malaysia, Philippines, Thailand and Singapore. The association grew with new members over the
years, to reach 10 Asian nations now.
6

- NAFTA (North American Free Trade Agreement) is an agreement signed by Canada, Mexico, and the United States. The agreement
came into force on January 1, 1994. The key goal of NAFTA is eliminate barriers to trade and investment between the three participating
countries.
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world's total population. By contrast, NAFTA and EU27 countries’ market size
respectively represented 30.7 and 26.7 percent of the world’ total output in 2010; each with
a population that is about 7 percent of the total world’s population.
11.
Algeria, Libya, Morocco and Tunisia are all labor-abundant countries, with Algeria
and Libya being resource abundant as well. Algeria and Libya have huge reserves of
hydrocarbons and are some of the largest suppliers of energy to the European Union. Both
countries are net oil exporter while Tunisia and Morocco, which depend much less on
natural resources, are net oil-importers. Tunisia has an oil-sector of a much smaller size
(roughly 14 percent of its exports) while oil exports for Morocco are minimal (around 2
percent of exports).
Table 1. 1. Maghreb-4 in 2009.
GDP
WTO Status/
Accession

Population
(million)
(USD mill.)

GDP
per
capita
(US$)

Goods & Services
(USD million)
Exports
Imports

Trade
Openness
Ratio
(percent)
c/

Algeria
Libya
Morocco
Tunisia

Total
Merchandise
Export Structure
(percent)
Oil

Nonoil
2.0
2.0
98.0
86.0

Trade with EU-27
(percent)

Exports

Observer a/
34.2
140,577
4,029
56,231
50,608
73
98.0
51.3
Observer b/
6.3
62,360
9,714
42,405
17,461
90
98.0
77.0
1995
31.3
90,859
2,795
24,532
37,252
78
2.0
65.7
1995
10.5
39,561
3,792
20,572
21,759
116
14.0
73.8
Note.
a/
Algeria’s Working Party was established on 17 June 1987 and met for the first time in April 1998. Revised market access offers on
goods and services were circulated in November 2007. The multilateral examination of the foreign trade regime is proceeding on the
basis of a draft Working Party Report. The tenth meeting of the Working Party took place in January 2008.
b/

The General Council established a Working Party to examine the application of the Libyan Arab Jamahiriya on 27 July 2004. The
Libyan Arab Jamahiriya has not yet submitted its Memorandum on the Foreign Trade Regime. The Working Party has not met.
c/

Ratio of total exports and total imports to GDP. 2008-2009 Average.

Source: WDI (2010).

12.
As a consequence, the economy and exports of Morocco and Tunisia are much
more diversified, compared to Algeria and Libya. Tunisia’s and Morocco’s export
manufacturing sectors are chiefly the clothing and textiles industry; agri-food industries
and building materials. They also have a growing sector of electrical and mechanical
industries. The services sector is growing too in these two economies, largely driven by
Tourism and a rising ICT. Tunisia is the most open economy in the region, with an
openness ratio of 116 percent of GDP in 2009. All these economies trade heavily with the
EU-27 (Table 1. 1)
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Imports
52.4
48.0
52.5
62.5

II. TRADE IN GOODS AND SERVICES.
2.1. Trade in goods
13.
While during the 1990s, the integration of Maghreb-4 countries with the world
economy declined (exports of goods and services as a share of GDP declined by 1.8
percent on average while they grew at the world level by 1.7 between 1990 and 1999) the
2000s saw a reversal of the trend. Between 2000 and 2008, Maghreb-4 exports of goods
and services as a share of GDP grew by 4.4 per year while growth at the world level was
around 2.3 percent a year.
14.
Such a reversal largely owes to the importance of the oil sector and the evolution of
oil and gas prices in the 2000s. Maghreb-4’s share of oil exports in merchandise exports7 is
higher than in any other trading bloc and has changed little over time: it went from 53.2
percent in 1990 to 52.8 percent in 2009 (Chart 1.2). However, this reflects an internal
regional duality as this number is driven by Algeria and Libya - where the share of oil
exports in merchandise exports was respectively 97.7 and 98 percent in 2009 - while
Tunisia and Morocco are almost independent on this type of exports. Hence the share of
manufactured goods in merchandise exports was around 65 percent for Morocco and 73
percent for Tunisia over 2005-2008.
15.
Although the share of
merchandise
exports
for
Maghreb-4
countries
is
relatively high at 37.7 percent
of GDP over 2000-2009
(however, still below the 69.7
percent of ASEAN countries)
its market share in world
merchandise exports remains
low, almost unchanged since
1990 and below the market
share of other groupings (Chart
A.1. 1). It was at 1 percent in
1990 and was at 0.9 percent in
2009. World market shares at
the country level have remained
remarkably stable since 1990;
around 0.1 percent for Morocco
and Tunisia, around 0.3-0.4
percent for Algeria and Libya.

7

Chart 1. 2. Fuel exports as Pct of merchandise exports.
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Source: WDI dataset, April 2011.

- F.o.b. value of goods provided to the rest of the world.
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2.2. Trade in services.
17.
Services are a large portion of the economies of the region. The sector amounts to
roughly 43 percent of the GDP of the four countries in 2009, a level close to the one of
countries of similar level of development. However, there are wide regional differences:
while services accounted only for about 20 percent of Libyan GDP in 2009, their
contribution to GDP reached 62 percent in Tunisia, 55 percent in Morocco and 33 percent
in Algeria.
18.
Exports of commercial services from the Maghreb-4 are growing, among the
highest of all groupings and reached 5.2 percent of regional GDP in 2009 (Chart A.1. 3).
This is largely driven by the importance of services exports in economies like Morocco
and Tunisia (Chart 1. 4) where it accounts for about 13 percent of GDP in 2009

8

- High-technology exports are defined as products with high R&D intensity, such as in aerospace, computers, pharmaceuticals,
scientific instruments, and electrical machinery.
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Chart 1. 3. Merchandise exports as a Pct of GDP.
16.
Unsurprisingly,
given
80.0
the reliance of the region on the
export of primary commodities,
70.0
Maghreb-4 countries have the
60.0
lowest technological content in
50.0
their export mix of all
comparator groupings (Chart
40.0
A.1. 2). Since 1993, high30.0
technology exports8 have only
20.0
accounted for 3 to 6 percent of
manufactured
exports,
10.0
depending on the year. By 2009,
0.0
high-technology exports still
only accounted for 4.6 percent
Maghreb 4
NAFTA
ASEAN
MERCOSUR
European Union
of manufactured exports against
40.1 percent for ASEAN
Source: WDI dataset, April 2011
countries. Inside Maghreb,
Morocco has the highest high technology content within its manufactured exports (7.1
percent in 2009), closely followed by Tunisia (6.1 percent in 2009).

19.
In terms of structure of
commercial exports, Maghreb-4 is still
below all other groupings for exports
of computer, communications and
other services9 although one notices a
rising trend since the 2000s. As of
2009, the share in Maghreb-4 exports
of commercial services of this type of
services is 15.3 percent, a 50.7 percent
increase compared to its 2000 value.
However, in spite of this impressive
growth, the region still has a long way
to go when compared with grouping
such the ASEAN-5 (39.3 percent) and
MERCOSUR (48.2 percent).

Chart 1. 4. Commercial service exports (USD Billions).

20.
The
share
of
transport
services10 and travel services11 is on
the contrary very high for Magrehb-4
compared to other grouping, although
both types of services follow a
different trend (Chart 1.5). By 2009,
transport services account for about
39.3 percent of commercial services
exports of Maghreb-4 countries, a
significant increase since 2000 where
it was only 24.5 percent. On the
contrary, the position of Maghreb-4 is Source: WDI dataset, April 2011.
eroding for travel services (which
include tourism)
where a declining trend has appeared since the 2000s. By 2009, travel services account for
36 percent of Maghreb-4 commercial services exports against 54.9 percent in 2000. Since
2009, Maghreb-4 is below most other groupings.

9

- Computer, communications and other services (pct. of commercial service exports) include such activities as international
telecommunications, and postal/courier services; computer data; news-related service, transactions between residents and non-residents;
construction services; royalties and license fees; miscellaneous business, professional, and technical services…
10

- Transport services (pct. of commercial service exports) covers all transport services (sea, air, land, internal waterway, space, and
pipeline) performed by residents of one economy for those of another and involving the carriage of passengers, movement of goods
(freight), rental of carriers with crew, and related support and auxiliary services. Excluded are freight insurance, which is included in
insurance services; goods procured in ports by non-resident carriers and repairs of transport equipment, which are included in goods;
repairs of railway facilities, harbors, and airfield facilities, which are included in construction services; and rental of carriers without
crew, which is included in other services.
11

- Travel services (pct. of commercial service exports) covers goods and services acquired from an economy by travelers in that
economy for their own use during visits of less than one year for business or personal purposes. Travel services include the goods and
services consumed by travelers, such as lodging and meals and transport (within the economy visited).
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Chart 1. 5. Structure of Commercial service exports (Pct).
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III. FOREIGN DIRECT INVESTMENT.
21.
Foreign direct investment inflows into the Maghreb have increased over time. The
bulk of the increase occurred in the 2000s where the value of FDI inflows was multiplied
by almost 7 between 2000 and 2008 (Table 1. 2). Hence, by 2009, all Maghreb-4 countries
belonged to the top 10 of FDI recipients on the African continent (Chart A.1. 4). However,
despite such an increase, inflows (in value) to Maghreb remain minimal compared to the
inflows going to the EU and NAFTA and rather small compared to inflows going to
MERCOSUR and ASEAN. In Maghreb, like in other grouping, 2009 was marked by a
sharp decline in FDI inflows following the 2008 financial crisis.
Table 1. 2. FDI Inflows in Maghreb vs. comparator groupings.
1990

1995

2000

2005

2008

2009

FDI inflows USD million
Maghreb

452.6

621.0

1,780.5

4,555.5

12,002.6

8,539.6

MERCOSUR

2,937.4

10,274.3

43,571.2

21,214.4

56,732.8

32,166.1

ASEAN

12,402.7

25,307.2

21,427.2

37,779.8

37,636.0

30,964.2

NAFTA

58,637.5

77,553.1

398,890.4

152,852.3

403,512.2

161,062.4

EU-27

97,309.3

132,007.7

698,223.7

502,235.3

536,916.8

361,949.2

Maghreb's FDI inflow as % of inflow in…
MERCOSUR

15.4

6.0

4.1

21.5

21.2

26.5

ASEAN

3.6

2.5

8.3

12.1

31.9

27.6

NAFTA

0.8

0.8

0.4

3.0

3.0

5.3

0.5

0.5

0.3

0.9

2.2

2.4

EU-27
Source: UNCTAD 2009.
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Chart 1. 6. Greenfield FDI and M&A: 2003-2009.
Number of Greenfield FDI projects (World as source)
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Source: UNCTAD, FDI/TNC database (www.unctad.org/fdistatistics)

Chart 1. 7. FDI Inflows in Maghreb countries, 1990-2009
(USD million).

Chart 1. 8. FDI Inflows as a Percentage of GDP.
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22.
Both cross-border M&As12 and Greenfield investments13 contributed to increased
inflows (Chart 1.6). All countries in the sub-region received inflows which were
concentrated, besides the extractive sector, in agriculture, communications, construction,
manufacturing and tourism; they were driven partly by investments for expansion and
privatizations. Looking at more disaggregated data (Chart 1. 7), Tunisia and Morocco have
been the countries attracting most of the region’s FDI since the 1990s. However, starting
from the mid-2000s, FDI to Libya (largely in the natural resources sector) had taken-off to
reach USD 4.1 billion in 2008. Algeria has been lagging behind in attracting FDI, and
became a significant recipient only in the early 2000s. As an outcome of the 2000s increase
in FDI inflows, their share in GDP was, in 2008 and 2009, the highest of all comparator
groupings (Chart 1. 8), at around 2.6 percent of GDP, and FDI stock as percentage of GDP
has been steadily increasing in the Maghreb-4 over 1990-2009, it now compares relatively
well to other comparator regional groupings. ASEAN-5 and EU-27 are the only groupings
that outperform Maghreb countries in terms of FDI stock as a share of GDP by 2009
(Chart A.1. 5).
23.
FDI into Maghreb
display
a
high
concentration in terms of
geographical
origin,
although the sectoral
structure varies across the
region. The traditional and
main foreign investors in
the Maghreb are from the
European Union (France,
Spain,
the
United
Kingdom, Germany and
Italy), GCC and to a lesser
extent, from the United
States and Asia. Non-oil
FDI inflows are negligible
in Algeria. Furthermore,
FDI inflows by Maghreb
countries within Maghreb
are still small, around
USD 130 million a year
over 2008-2010 (Chart 1.
9).

Chart 1. 9. Origin of FDI inflows in Maghreb: 2008-2010 (Avge Pct.)
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Nb. Data related to projects announcements; it may differ from UNCTAD data
which record actually implemented projects. Estimates.
Source: ANIMA (2011).

12

- M&A - or merger and acquisition - is a type of FDI with a cross-border merger or acquisition transaction.

13

- Green Field Investment is a type of FDI where a parent company starts a new venture in a foreign country by constructing new
operational facilities.
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IV. CONCLUSION.
24.
Maghreb-4 is a small region in economic term with a duality of member countries,
although all are labor abundant, Libya and Algeria economies largely depend on natural
resources while Morocco and Tunisia’s economies are more diversified with a significant
manufacturing base. Despite such deep structural features, the region has gone through
important changes during the 2000s which are in a way a decade of catch up - until at least
the 2009 financial crisis and the 2010-11 waves of revolutions.
25.
In terms of trade, integration to the world economy improved through increased
exports of goods and services during the 2000s. Although the former was very largely
driven by oil exports, the latter is also partially based on a significant increase in exports of
computer, communications and other services, and transport services. In terms of FDI,
M&A and Greenfield investment drove an increase in inflows during the 2000s which
implies that the stock of FDI in the region now compares favorably to several other
groupings.
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2

MAGHREB AND INTEGRATION AT THE REGIONAL
LEVEL

26.
The issue integration at the regional level is now explored drawing upon existing
trade literature and through a variety of statistical measures 14. The objective is to see
whether or not the pattern observed between Maghreb countries and the rest of the world
has replicated at the intra-regional level and to assess the current situation.
27.

These measures include:



The volume of trade. According to the natural trading partner hypothesis (Lipsey 1960,
Summers 1991) the higher the proportion of trade within a region - and the lower the
proportion with the rest of the world - the more likely is a regional integration to
succeed in raising welfare. A statistical measure typically used is the “trade intensity
index” which measures whether or not trade volumes are greater or smaller for a
grouping than would be expected on the basis of its importance in world trade.



A trade complementarity index. As such, that the volume of trade does not necessarily
provide an objective measure of the extent to which trading partners are "natural” as it
is itself affected by trade policy (Schiff 2001). Therefore, an alternative (and better)
assessment should rather rely on complementarity of trade, i.e. whether or not a
country imports are its trading partner exports.



Export market and product concentration . Countries with highly concentrated exports
may experience a relatively high degree of vulnerability, owing to instability in export
earnings, which could reduce a country’s ability to consistently maintain financial
commitments required by regional integration (Yeats 1998). In addition, if members of
a regional trading bloc export a wide range of diversified goods (low product
concentration), this increases the likelihood of the partners to import and vice-versa.



Export dynamics. The inclusion of dynamic products in the regional export mix is
essential to increased intra-regional integration. Identifying dynamic products may help
future multilateral or bilateral negotiations focus on the removal of trade barriers on
such products in export markets.



Intra-industry trade. Intra-industry trade, exploiting the advantages of trade in
differentiated products, may allow for increasing returns to scale leading to faster
export growth (Krugman and Helpman, 1989).

28.
As in the previous chapter, these characteristics are also put in perspective and
compared to major trading blocs or regional groupings.

14

- See Annex 3 for technical details and an application in an intra-regional context.
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I. INTRA-REGIONAL TRADE.
1.1. Overview.
Chart 2. 1. Intra-regional merchandise trade
(as Pct. of Maghreb-3 total merchandise trade)

29.
Intra-regional
merchandise
exports and imports within Maghreb
have been increasing since the late
1990s, with a peak in 2008 (Chart 2.
1)15. Trade flows value in 2008 was
4.5 times larger than in 1995, as it
went roughly from USD 1.1 billion to
close to USD 4.85 billion (Chart A.2.
1). This largely owes to Tunisia’s
increase in goods and services
exports to the region, while similar
exports from Morocco and Algeria
have remained roughly stable
between 2002 and 200916 (Table
A.2.1).

Source: UNCTAD.

Chart 2. 2. Intra-regional Merchandise Trade: Maghreb vs. comparators groupings.
(Percentage of total merchandise trade 1995-2009)
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Source: UNCTAD.

30.
While the rising trends in trade value and share in total trade are positive and are a
signal of increased regional trade integration compared to the mid-1990s, a comparison
15

- This chapter does not include data on Libya, as at the time of write up of this report, time series were not available. Hence, Maghreb
as used in this chapter refers to Algeria, Morocco and Tunisia.
- Looking further, one notices that in terms of shares of each destination in a country’s exports, the EU as a destination market has
declined for all three countries, except for Tunisia’s mineral exports. The bulk of the increase in overall trade for all three countries has
come over 2000-2009 from increased trade with the rest of the world, as shown by its increased share in each country’s exports.
16
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with other regional trading blocs shows that Maghreb countries still have a long way to go
to reach the level of other blocs. In effect, the share of intra-regional trade in Maghreb is
the lowest among selected comparator trading blocs. Intra-regional trade of members of
regional arrangements such as the European Union and NAFTA represent almost three
quarters and close to a half of their total trade respectively while the Maghreb only reaches
1.8 percent on average during 2005-2009 (Chart 2. 2).
1.2. Intraregional trade intensity.
31.
This increase in intraregional trade raise the question of the intensity of regional
trade, i.e. whether or not Maghreb countries have trade volumes which are greater or
smaller than would be expected on the basis of their importance in world trade. It is
classically assessed here using a trade intensity index defined as the share of one country’s
exports going to a partner divided by the share of world exports going to the partner
(Hoekman, 2003). If the trade intensity index value is above or below unity, the countries
have greater or smaller bilateral trade flows than would be expected based on the partners’
share in world trade17.
Chart 2. 3. Maghreb Intra-regional Trade
Intensity, 1995-2009.

32.
In the region as a whole, the TII has
been above unity during the period 19952009 (Chart 2. 3), implying that intraregional exports - as a share of total exports
to the world – are larger than would be
expected given the Maghreb’s importance
in world trade measured by world exports
to the region. However, even with a TTI
above unity during over the period, the
evolution of the TTI over time is somewhat
ambiguous. It has been dropping between
1995 and 1998, remained close to 2 from
1999 to 2004, and increased again from
2005 to 2009. Overall, the TTI shows a
slight recovery close to its 1995 level, but
there is no spectacular increase, suggesting
that intra-regional trade has had more or
less the same intensity over the last 15
years.
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Source: UNCTAD

- For those trading partners that have TIIs greater than unity, their trade relationship can be defined as ‘intensive’ - i.e. the countries
trade more than would be expected given the importance of the partner country in world trade. An analysis of the changes in TII over
time can show whether two countries or countries within a region experience an increasing or a decreasing trend to trade with each other.
An increasing TII may reinforce prospects for further regional integration, while a decreasing trend would diminish such prospects. See
Anderson and Blackhurst (1993) for an application of the TII within the context of regional trade agreements.
17
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Chart 2. 4. Maghreb Intra-regional Trade
Intensity, 1995-2009.

33.
When comparing Maghreb to other
trading blocs (Chart 2.4), almost all of
them - with the exception of the EU27 exhibit higher and often more stable trade
intensity indices. MERCOSUR’s trade
intensity index is by far the highest, almost
four times as high as the other trading
blocs; nevertheless it has been losing
momentum since 2000. ASEAN5’s intraregion trade intensity is considerably
higher than that of comparators, and
exhibits an upward trend while NAFTA
has been exhibiting a more stable (and
slightly increasing) trend.
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Chart 2. 5. Maghreb Countries Intra-regional Trade Intensity, 1995-2009.
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34.
When taking a closer look at
2
countries within the Maghreb (Chart 2. 5),
Tunisia is the country with the highest
trade intensity index, its TII growing
0
significantly since 1998. Algeria and
Morocco on the other hand have been
ASEAN
EU
MERCOSUR
NAFTA
MAGHREB
exhibiting stable trends in their TIIs. The
aggregate TII of Maghreb countries is
Source: UNCTAD
driven by the higher and increasing
regional trade intensity of Tunisia, while the share of regional trade in Algeria and
Morocco’s trade remains very stable over the period.

II. TRADE COMPLEMENTARITY.
35.
A key consideration in a discussion on regional trade prospects is whether the
products that the member countries export match the countries’ imports from their regional
partners. The joint coincidence of types of goods that Maghreb countries export and import
in their bilateral trade relations could be seen as a favorable signal for prospects of intraregional trade integration. A complementarity index assesses if major import requirements
of Maghreb countries are ‘matched’ with what their regional partners export. It ranges
from zero (when none of the goods exported matches with imports of other countries) to
100 (when export shares perfectly correspond with imports). For individual products, the
trade complementarity index compares the share of each product in imports of individual
Maghreb countries with the share of the same products in global exports of the Maghreb
area. The aggregate index below is the weighted average of product-level indices.
Chart 2. 6. Maghreb Countries Trade Complementarity Index, 1995-2009.
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36.
Data show that Maghreb countries still display a rather low trade complementarity
over the whole period (1995-2009). This implies there is a poor match between each of the
countries’ exports and the products that they import from their regional partners. Within
the Maghreb countries, Morocco’s trade is the most complementary, as its exports to
Maghreb match more than other countries its imports from Maghreb. Algeria's trade is the
less complementary of Maghreb countries. However, it must be noted that the trend for the
three Maghreb countries that has been decreasing from 1995 to 2002 has been increasing
again since then.
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III.

MARKET AND PRODUCT CONCENTRATION.

3.1. Market concentration.
37.
Maghreb countries still display a high degree of market concentration, although
some change is happening. Traditionally, the neighboring EU-27 has been their most
important trading partner, amounting to roughly 55 percent of total exports and imports in
2009 (Chart 2. 7 and Chart A.2. 2). The geographic destination of trade for the Maghreb
region is driven significantly by proximity. However, this percentage has gone down when
compared to trade shares in 2000.
Chart 2. 7. Maghreb’s Merchandise Trade by destination grouping
(Pct of total merchandise exports).

Source: UN Comtrade using Total SITC revision 3.

38.
Another (relatively) important trading partner for the region remains the NAFTA
area, which represents about 20 percent of Maghreb countries' merchandise exports, and
slightly less than 10 percent of imports. However, China has become since the mid-2000s a
more important trade partner, it’s share in exports went from roughly 0.5 to 1.5 percent
between 2005 and 2009 while, over the same period, its share in imports went from about
5 to 9 percent. Overall, given the importance of the EU 27 area in the trade flows of
Maghreb countries, the high market concentration points to the vulnerability of the region
to changes in EU market access conditions, a point which appears clearly in the survey
data reported in Chapter 4.
39.
Another way of looking at trade concentration is to look at market concentration
indexes which calculate the concentration of a country’s exports bundle18. At the export
level, the Maghreb area has the highest MCI compared to other trading blocs (Chart
18

- This is done using 3-digits product disaggregation level of the SITC revision 3 classification; the higher the index, the higher the
concentration. If the same amount is exported to all markets, then the index is zero.
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A.2.3). Moreover, the trend is increasing. In a way, the geographical ‘vulnerability’ of
Maghreb exports is significantly higher than the market concentration observed in EU27,
MERCOSUR, and NAFTA trading blocs. Looking more specifically at Maghreb countries
(Chart A.2. 3), it appears that Algeria displays the highest geographical concentration of
exports in the Maghreb and that the trend is constantly increasing since 1998, driving up
Maghreb’s overall index.
3.2. Product Concentration.
40.
Besides market concentration, product concentration is another factor that may
limits the possibility of increased intra-regional trade, as fewer options are available for
trade19. Several available measures are reported here; the product variety index20, the
product diversification index21 and the product concentration index22. Results are clear:


Since 1995, Maghreb countries have had the lowest product variety index of all
regional groupings (Chart A.2. 4). However, on the positive side, some catch up is
happening as Maghreb is increasing the number of products it exports and is slowly
converging to the level of other regional groupings. In effect, the region which
exported 219 products in 1995 exported more than 240 products in 2009. Algeria and
Libya lag behind in terms of diversification of exports, while Morocco and Tunisia
have rather similar indices - closer to comparators' (Chart A.2. 5).



The product diversification index for the Maghreb area confirms a high degree of
product concentration with respect to comparators. Since the mid-1990s, the
diversification index of Maghreb is around 0.7 (a value close to one implies a full
deviation from world trade patterns), with a slightly decreasing trend, while the
MERCOSUR area, the ASEAN area, both NAFTA and the EU areas all have a lower
index, consequence of a better diversification (Chart A.2. 6). Product diversification
indices at the country level confirm this very low level of product diversification, as the
product structure of their trade flows strongly deviates from the world average.
Unsurprisingly Algeria and Libya deviate the most from world averages (Chart A.2. 7).

19

- If members of a regional trading bloc export a wide range of diversified goods, this increases the likelihood of the partners to import
and vice-versa. If only a limited number of such goods exist, prospective members of a RTA may have to rely heavily on third countries
for a higher share of its key imports and as a destination for their major exports, and this would be likely to reduce their commitment to
an RTA (Yeats, 1998).
20

- The product variety index is simply a count of the number of 3-digit SITC rev. 3 products exported whose value
exceeds $100 (UNCTAD). The higher the numeric value of the product variety index, the greater the diversity of
products exported.
21

- The product diversification index is based on deviations between the shares of 3-digits SITC products in a country’s
exports and their corresponding shares in the world trade. The diversification index, which ranges from 0 to 1, reveals the
difference between the structure of trade of the country and the world average. The rationale for this approach is that it
sets the global structure of trade as a ‘standard’ and seeks to determine how closely it is matched by a country’s exports
structure. If the index takes values close to 1, the product structure of trade exhibits a larger difference with respect to the
world’s average structure.
22

- The product concentration index is computed by using the shares of all 3-digits products (SITC revision 3) in a
country’s exports, with higher values indicating greater product concentration. This Hirschman index is thus used to
measure the degree of market concentration.

29

It must however be noted that Algeria slightly increases its range of exported products
as shown by the (moderately) decreasing trend of the index. Morocco and Tunisia to a
larger extent have witnessed a steady fall in their product concentration over 19952009.


Looking at product concentration indices provides the same picture (Chart A.2. 8-9).
Maghreb countries have the least diversified product structure of trade among major
comparators, Algeria having least diversified structure. However, very recently, the
area as a whole tends to diversify a bit its exported products. The beginning of
diversification is mostly driven by Morocco and Tunisia.

41.
Overall, the Maghreb economies exhibit a high degree of product concentration,
although a closer look at recent trends reveals some signs of export diversification.

IV. EXPORT DYNAMICS.
4.1. Dynamic products.
42.
The most straightforward method to identify dynamic products is to sort products
on the basis of their growth rate over a given period. For the purposes of this report,
dynamic products are defined as exports that exceed an annual growth of 15 percent,
roughly about twice as fast as the overall growth in world exports in the period 1995-2009.
Computations are made using UN Comtrade data at the 3-digit level23.
43.

Average annual growth rate (%)

Chart 2. 8. Maghreb Average Annual Growth Rate of Exports Dynamic Products to World (Pct).
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23

- Computing the average growth rate of dynamic products requires to weight growth rates of products by their share in total dynamic
products, since assigning an equal weight to products with a very different importance in the export mix does not allow for time
comparisons, and may introduce an upward bias. Over the three periods considered, the Maghreb region’s growth rate of its dynamic
products has been 27.51 percent over 55 products between 1995 and 1999, 22.26 percent over 99 products between 2000 and 2006 and
32.05 percent over 67 products between 2007 and 2009. Hence, the average growth and the number of dynamic products varies largely
across periods; while the average growth rate is lower over 2000-2006, the number of dynamic products is larger. Thus, the lower
growth rate may also result from the composition effect according to which dynamic products represent a larger subset of the total export
mix, therefore lowering the average growth.
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43.
The most dynamic period is the recent period (2007-2009), with the largest annual
growth rate and the second largest set of dynamic products. This aspect is confirmed by the
previous graph, where dynamic products are sorted by decreasing annual growth rates
(Chart 2.8).
44.
To gain additional information on the sector composition of dynamic exports, the
charts in Annex present dynamic products in some key broad categories, such as
manufactured goods, chemical goods and crude materials together with fuels24 (Chart A.2.
10-12). It appears that the sectoral structure of dynamic products is not as encouraging as
the aggregate results. In effect, the increased growth in the recent period (yellow areas in
the graphs) is mostly due to crude materials and fuel exports, which are mostly destined to
markets outside the Maghreb area.
4.2. Export Growth Decomposition.
45.
Changes in observed patterns of Maghreb’s intra-regional export performance are
now analyzed over three periods: 1995-1999, 2000-2006 and 2007-2009 based on changes
in (i) global demand, (ii) export competitiveness, and (iii) product diversification.
46.
The index of changes in global demand is a constant market share analysis of
export performance in a country due to the relative favorable or unfavorable changes in
global demand prospects. It indicates how rapidly a country’s recent exports would grow
relative to world trade if the country just maintained its current market shares for these
products. This approach isolates the influence of change in global demand for specific
goods from any changes in the country’s market shares or from diversification into new
product lines.
Chart 2. 9. Algeria’s Intra-regional Export Growth Decomposition, 1995-2009.

24

- Respectively Section 6, Section 5 and Sections 2 and 3 in the SITC revision 3 classification.
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Chart 2. 10. Morocco’s Intra-regional Export Growth Decomposition, 1995-2009.

Chart 2. 11. Tunisia’s Intra-regional Export Growth Decomposition, 1995-2009.

Source: UN Comtrade using Total SITC revision 3.

47.
Data show (Chart 2.9-11) that the growth of Maghreb countries’ intra-regional
exports over the recent past (2007-2009 and 2000-2006) has been mostly driven by rising
demand for exports rather than by improved competitiveness or product diversification,
especially for Algeria and Tunisia. Indeed, in these periods, global demand accounts for
more than 70 percent of intra-regional exports' growth of Algeria and Tunisia. While
competitiveness plays a negative role in explaining export's growth in Algeria, the
competitiveness effect is close to zero for Tunisia. Over the same period, Morocco’s intraregional exports' growth exhibits a different pattern, since growth has been driven by
product diversification rather than by changes in global demand or competitiveness.
During the first period (1995-1999), the picture was quite different, since competitiveness
seems to have played a much more important role in the growth of intra-regional exports
for all Maghreb countries.

V. INTRA-INDUSTRY TRADE AND PARTICIPATION IN GLOBAL
PRODUCTION CHAINS
48.
Intra-industry trade is currently a fast rising portion of global trade and allows
countries to specialize in production chains and seek comparative advantage in specific
parts of those chains. It also allows reaching economies of scale with higher productivity
and lower cost. Its level can thus be considered to indicate a country’s ability to exploit
regional trade opportunities more fully.
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49.
The intra-industry trade index (Grubel-Lloyd index) measures the magnitude of
intra-industry flows in total manufacturing trade. The higher the index, the larger the
proportion of intra-industry trade in total merchandise trade. The index ranges from 0 implying an absence of intra-industry trade - to 1, which signals a fully integrated
manufacturing trade. Intra-industry trade of Maghreb countries is here analyzed both at the
level of trade relations to the world, and of trade relations with the Maghreb area.
50.
First, data show that the Maghreb area exhibits the lowest level of intra-industry
trade compared to major trading blocs, with a decreasing trend until 2004 and a slightly
increasing trend since 2005 (Chart A.2.13). Importantly, the intra-industry trade index is
almost one and a half times as low as the lowest of comparators (MERCOSUR) over the
whole period and almost three times as low as the index of the EU27. The intra-industry
trade index with respect to global trade (i.e. with the rest of the world), shows that countrylevel indices evolve very differently. While Tunisia has the highest index value, which
increases steadily over the period 1995-2009, Morocco and especially Algeria have the
lower indices, exhibiting decreasing trends (Chart A.2. 14). Therefore, the evolution of the
index for the Maghreb area reflects these conflicting dynamics.
Chart 2. 12. Maghreb countries: Intra-industry Trade Index with Maghreb countries, 1995-2009.
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51.
Indices calculated on intra-regional trade data lead to a gloomier picture for
Maghreb countries (Chart 2.12). The index is most of the time lower than when calculated
using global trade data (i.e. with the whole world), indicating that intra-industry trade is
lower among Maghreb countries than with the rest of the world. Algeria's very low values
of the index picture a very specialized country, exporting mostly fuels and crude materials
and importing very different goods, mostly manufactured goods.
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VI. CONCLUSION.
52.
Data show that although trade increased for Maghreb as a whole during the 2000s,
allowing for improved (but far from complete) integration into the world economy, this has
not truly translated into deeper intra-regional integration, although some positive signs
must be recognized. Hence, intra-regional merchandise exports and imports within
Maghreb have been increasing since the late 1990s and their share in total merchandise
trade shows an increase. Intraregional merchandise trade as a share of total merchandise
trade in Maghreb went from roughly 2 percent in 1995 to 2.2 percent in 2009. Although a
positive trend, this is still below the level reached by other regional groupings.
53.
However, on all measures of intraregional trade performance, although some
improvements appear during the 2000s, Maghreb is still very far from being truly
integrated. Trade complementarity across countries remains low despite some
improvement since 2003, market and product concentration remains high, the strong
exports of dynamic product is mostly based on fuels which are exported outside the region
while intraregional export growth is mostly based on increased demand (and not improved
competitiveness or diversification). Finally, intra-industry trade is lower for Maghreb than
for other regional groupings and, at the country level, it is lower for within Maghreb intraindustry trade when compared to Maghreb intra-industry trade with the rest of the world.
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3

THE LEGAL FRAMEWORK FOR TRADE AND
INVESTMENT IN MAGHREB COUNTRIES

54.
This chapter aims at examining the key regulations that directly affect international
trade and FDI for Maghreb countries25, irrespective of the origin of the investors. This
chapter also examines other complementary policies that can indirectly affect the
attractiveness of a country to trade and FDI such as tax policies and factor market
regulations (land, labor and capital).

I. INTERNATIONAL TRADE REGULATIONS.
1.1. Trade policy.
Trade policy restrictiveness
55.
Trade policy restrictiveness (or not) is essentially based on the assessment of tariffs
and the incidence of NTBs. In terms of tariffs, in the MENA region, the level protection
versus the rest of the world remains relatively high by international standards (Chauffour
2011). Maghreb countries are no exception. Although tariffs declined between 2005 and
2009, the overall level of tariff protection remains high in comparative terms - except for
Algeria (Chart 3.1)26.
Chart 3. 1. Trade-weighted MNF tariff rates in Maghreb countries and comparators (2005 and 2009).
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25

- This analysis of regulation was completed in January 2011 and is valid until then. For Libya, it details the system which prevailed
until February 2011, i.e. before the current events.
26

- In Algeria, imports are subject to tariffs of 0, 5, 15 and 30 percent. The tariff rate has been adjusted to zero in Libya for all imported goods
(except some tobacco products subject to a 10 percent rate). Imported goods are subject to a 4 percent general service fee. There is a 15 to 25
percent consumption tax levied on a list of 81 imported goods also locally produced. In Morocco, custom duties are levied on an ad valorem basis
on the CIF value of the merchandise. A large number of consumer goods not produced in Morocco are subject to a 10 percent duty. Imports to be
used in the manufacture of goods for export are exempt from duties. Specific rates are applied to certain agricultural products. In addition to
duties, imports in Tunisia, are subject to the VAT and in some cases, to a consumption tax. Certain imports for domestic investment are eligible
for full/partial exemption from duties. Agricultural products generally have high protection.
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56.
In addition, recent data
show that NTBs have become
the most important barriers to
trade in the Arab world
(Chauffour 2011) and are also
important
in
Maghreb
countries. For instance, in
Tunisia and Morocco, around
35-40 percent of imports are
covered by a form of NTBs,
which in 2010 predominantly
took the form of technical
barriers to trade27, quotas and
licenses being almost nonexistent (Gourdon 2011).

Chart 3. 2. Restrictiveness on imports: 2008 OTRI.
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57.
As a result, the incorporation of NTBs in the computation of an overall trade
restrictiveness index (OTRI28) for the Maghreb depicts a restrictive region in terms of trade
when compared to other regional groupings (Chart 3. 2). Finally, it must also be noted that
Maghreb countries have embarked on programs of market opening through preferential
trade liberalization that will lead to substantially freer trade in industrial products with the
EU29. These efforts will help reduce the restrictiveness of these trade regimes.

27

- Technical barriers to trade are technical regulations and standards that set out the specific characteristics of a product (size,
functions, performance…) and its labeling/packaging. Although these measures usually serve public policy objectives (protection of
human health and safety, or of the environment), they can become unnecessary barriers to trade and a protection tool if misused.
28

- The OTRI summarizes the trade policy stance of a country by calculating the uniform tariff that will keep its overall imports at the
current level when the country in fact has different tariffs for different goods. The OTRI is a more sophisticated way to calculate the
weighted average tariff of a given country, with the weights reflect the composition of import volume and import demand elasticities of
each imported product. For details, see Kee, Nicita and Olarreaga (2008, 2009, and 2010).
29

- Algeria. The Association Agreement between the European Union and Algeria came into force in September 2005 and forms the
legal basis for the EU-Algeria relationship. According to the agreement, the Community and Algeria shall gradually establish a freetrade area over a transitional period lasting a maximum of 12 years starting from the date of the entry into force. Since 2008, a
"Roadmap for the implementation of the Association Agreement" is in place, which seeks to reform Algeria's economic and trade
policies towards European standards, thus opening up for less trade barriers.
Morocco. The Association Agreement between the European Union and Morocco was signed in February 1996 and entered into force in
March 2000. Agriculture negotiations were concluded in December 2009 and an agreement was signed in December 2010. A Dispute
Settlement Mechanism protocol was signed in December 2010. Bilateral negotiations on the liberalization of trade in services and
establishment continue. Further negotiations to deepen the current Association Agreement on Agreements in trade-related regulatory
areas will be launched as soon as the situation allows.
Tunisia. Tunisia was the first Mediterranean country to sign an Association Agreement with the EU in 1995. Under the term of the
Agreement, the EU and Tunisia committed themselves to co-operate in a wide range of areas (strengthened political dialogue, trade,
economic, social and cultural issues). An important component of the Association Agreement is the clauses providing for the
establishment of an EU-Tunisia free trade area, which happened in 2010. Following recent 2011 events in Tunisia, the EU indicated its
wish to carry out a set of specific actions (as soon as the situation allows) such as:

Resuming negotiations on the liberalization of trade in agricultural products.

Launching negotiations on an agreement on conformity assessment and acceptance of industrial products, which would lead to an
increase of access to EU markets for key industrial products.

Speeding up negotiations on the liberalization of trade in services and the right of establishment.
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Trade agreements
58.
Maghreb-4 countries are involved in a web of bilateral and multilateral trade
agreements, like most other countries of the region (Box 3.1). All are members of the
AMU30, a 1989 trade agreement aiming inter alia - in the economic area - to develop
common policy to ensure the industrial, agricultural, commercial, and social development
of member states. However, this union is currently inactive.
59.
Algeria has preferential duties with the EU countries and the AMU countries.
Algeria is currently involved in the Euro-Mediterranean Free Trade Area (EMFTA)
negotiations. In addition, its exports to developing countries enjoy preferential treatment
through the Global System of Trade Preferences. Algeria has initiated the WTO accession
process in 1997, but without major progress so far. Libya is a signatory of GAFTA31 and
maintains agreements with Algeria, Morocco, and Tunisia.
60.
Morocco’s exports benefit from preferential market access in the EU, the USA,
Turkey, and EFTA32. Preferences granted by GAFTA partners are subject to import
licenses, which seem however rarely granted. Tunisia often gives preferential tariff rates to
agricultural products originating in Arab and North African countries. Moreover, Tunisia is
a member of the Agadir Agreement with Egypt, Jordan and Morocco 33. In 1995, Tunisia
signed a bilateral Association Agreement with the EU regarding the establishment of a
Euro-Mediterranean free trade area which became effective in 2010.
61.
In terms of results, many of these intraregional agreements have still to become
fully operational and/or achieve their objectives. For example, the AMU aimed to intensify
trade among members to enable the creation of a North Africa customs union by 1995 and
a common market by 2000. None of these measures has been achieved yet (World Bank
2010).

30

- The AMU is a 1989 trade agreement signed by Algeria, Mauritania, Morocco, Tunisia and Libya. Its objectives are: (i) consolidation
of relations between member states, the realization of progress and well-being in their communities, and protection of their rights; (ii)
progressive achievement of the free movement of people, services, goods, and capital between member states; and (iii) adoption of
common policies in all spheres. In the economic domain, the common policy aims to ensure the industrial, agricultural, commercial, and
social development of member states (World Bank 2010). The union is currently inactive, due to political disagreements between
Morocco and Algeria.
31

- GAFTA is a 1997 free trade area which now includes 15 countries (Algeria Bahrain, Egypt, Iraq, Kuwait, Lebanon, Libya, Morocco,
Oman, Qatar, Saudi Arabia, Sudan, Syria, Tunisia, and the United Arab Emirates). Its aim is to progressively i) reduce customs fees and
tariffs, ii) share product’s standards and specifications, iii) promote private sector involvement and improve communication among
member states.
32

- EFTA is a free trade organization created in 1960 that operates in parallel to, and is linked to, the EU. Members are Liechtenstein,
Iceland, Norway, and Switzerland. The initial 1960 Stockholm Convention was superseded by the Vaduz Convention, which provides
for the liberalization of trade among the member states. EFTA had FTA with many countries, including Morocco and Tunisia.
33

- The Agadir Agreement for the establishment of a Free Trade Zone between the Arabic Mediterranean Nations was signed in 2004. Its
objective was aimed to create a free trade area between Jordan, Tunisia, Egypt and Morocco. However, all members have since joined
the Greater Arab Free Trade Area, rendering the agreement ineffective.
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Box 3. 1. Trade Agreements for Maghreb-4 countries and the MENA region.

Source: World Bank (2008).

1.2. Elements of capital control.
Repatriation and surrender requirements for exports.
62.
Complex and constraining regulations requiring the exporters to sell, sometimes at
a specific exchange, foreign exchange in return for local currency to the central bank or
commercial bank can be an issue for trade, whether at regional or world level. Algeria,
Morocco and Libya impose such regulations; however Tunisia is appear more lenient in
this regard.
63.
In Algeria, generally all exports’ proceed, excluding hydrocarbons, must be
repatriated within 120 days of delivery date of goods34. Moreover, 50 percent of proceeds
34

- All export proceeds from crude and refined hydrocarbons, by-products from gas, and mineral products must be surrendered to the
BoA. Proceeds from hydrocarbon exports are considered to be surrendered when deposited in the BA foreign correspondent banks.
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from export of products35 must be surrendered to the commercial banks while the
remaining portion may be retained in foreign currency account held in Algeria. Exporters
may use the funds in these accounts for imports or other payments pertaining to their
business, or they may transfer to another foreign currency account. All proceeds in Libya
must be repatriated within three months of shipments. Exporters are allowed to retain up
to 100 percent of non-hydrocarbon earnings.
64.
In Morocco, all exporters must provide an export certificate guaranteeing
repatriation and surrender of foreign exchange proceeds. Proceeds from exports may be
collected abroad and used directly to finance imports of goods and raw materials to
manufacture goods for export. Foreign exchange must be surrendered within one month of
the date of payment by foreign buyers. Exporters of goods and services are authorized to
hold up to 20 percent of export earnings in convertible dirham or foreign exchange
accounts. In Tunisia, export proceeds must be repatriated within 10 days of the payment
due date. Nonresident companies exclusively engaged in exporting goods or services and
covered by the Investment Incentive Code, as well as nonresident international trading
companies and nonresident enterprises established in an economic business park, are not
required to repatriate or surrender their export proceeds.
Domiciliation requirement for imports.
65.
There usually is an obligation to domicile the transactions with a specified (usually
domestic) financial institution. Algeria, Morocco and Tunisia impose such requirements.
66.
All imports in Algeria are subject to mandatory domiciliation at an authorized
intermediary bank. Import payments may be made freely but only through the domiciled
bank, which effects payments in foreign exchange and debits the importer’s account with
corresponding amounts in Algerian dinars valued at the official exchange rate. For all
imports in Morocco, a commercial security must be underwritten by the importer and
domiciled at an authorized bank to cover eventual payment for goods and related fees. This
domiciliation is not required for imports that do not involve payments. In Tunisia,
financial settlement for imports may be effected through the authorized intermediary with
which the import authorization is domiciled for products not liberalized, the commercial
invoice for products in which trade has been liberalized, and the commercial contract for
the import of the empty packaging for re-export filed as well as merchandise imported into
Tunisia for re-export after inward processing.

35

- Other than crude and refined hydrocarbons, by-products from gas, and mineral products.
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1.3. Export licenses and export taxation.
67.
Export licensing is nonexistent in all countries, with the exception of a few
categories of goods36. Both Algeria and Tunisia do not levy export taxes, however
Morocco levies a tax per ton on exports of phosphates and a 1 percent quality control tax
on exports of foodstuffs.
1.4. Import licenses and other non-tariff measures.
Import Licenses
68.
In Algeria, a small number of imports are prohibited, mostly for security reasons.
The list of products subject to restrictions is revised every six months. Libya does not
impose import licenses; however importers cannot import some products for religious,
health and ecological reasons. The State monopolies on imports are limited to petroleum
products and weapons.
69.
Morocco does not impose any restrictions on imports, except for arms/explosives
and other limited products37. These require an import license. Moreover, imports of
products that affect public health, morals, order, or security are prohibited. In Tunisia,
imports are free from licensing requirements, except those that have an impact on the
security, law and order, hygiene, health, morals, protection of fauna and flora, and cultural
heritage, and are effected, effective October 2, 2006, by a commercial invoice (previously
an import certificate) domiciled with an authorized intermediary.
Other non-tariff measures
70.
In Algeria, juridical and natural persons registered under the Commercial Register
(including dealers and wholesalers) and having the required minimum capital may import
goods and services without prior authorization. In 2009, authorities placed additional
measures concerning importing activities. Importing activities can only be exercised by
individuals or foreign legal entities within the framework of a partnership with a resident
national that holds at least 30 percent of the share capital.
71.
In Morocco, imports may be restricted for limited periods to protect infant
industries or to countervail dumping. Tariff measures may be established for periods of
five years to protect infant industries, and they may be extended to eight years. In the case
of dumping, the product in question is subject to a prior import declaration for a maximum
period of nine months and this measure is renewable once. During this period,

36

- In Algeria, certain exports are prohibited for social or cultural reasons regardless of destination while in Morocco, exports of grain
flour, charcoal, archaeological items, chemical products that deplete the ozone layer, and hides and skins require an export licenses. In
Tunisia, most exports are free from a licensing requirement, although certain goods may be exported with an authorization issued by the
Ministry of Trade. Libya prohibits the exports and re-exports of subsidized products.
37

- Secondhand clothing, chemical products that deplete the ozone layer, and used tires and wheels.
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investigations are carried out to determine whether or not dumping is taking place and if it
is, to determine what tariff measures are to be introduced.
72.
In Tunisia, some items from a list which is drawn up by the Ministry of Trade are
subject to technical import controls. In Libya, Importers must deal directly with producers
abroad and not through intermediaries.
73.
In addition, in all countries, imports need more and more to meet specific testing,
labeling, traceability (Box 3. 2) or certification requirements and countries are increasingly
requiring compliance with EU quality standards. Moreover, sanitary control regulations are
in place.
Box 3. 2. Example of new export requirements - traceability systems in Tunisia.
Traceability can be defined as the ability to verify the history, location, or application of an item by means of
documented recorded identification. In general, traceability systems have a tracking capability (knowing at
any time the status of a good) and a tracing function (knowing all the processes through which a good has
been through). Such systems are beginning to be implemented in Tunisia, most notably for Olive oil and
most recently for fish products. Traceability is increasingly becoming an export requirement for Tunisian
goods, most notably towards Europe but also on key future markets (USA, Asia and some advanced African
markets) and within the Maghreb region, as other countries align themselves on EU regulations.
For example, in 2009, Tunisia exported about USD 285 million of food and live animals to the EU countries.
On this market, EC Regulation No. 178/2002 lays down procedures in matters of food safety. It applies to
food/feed imported into the EU. Article 18 states that the traceability of food, feed, food-producing animals
and any other substance intended to be, or expected to be, incorporated into a food or feed shall be
established at all stages of production, processing and distribution. Hence, food and feed business operators
shall be able to identify any person from whom they have been supplied with a food or feed, a foodproducing animal, or any substance intended to be, or expected to be, incorporated into a food or feed.
To this end, such operators shall have in place systems and procedures which allow for this information to be
made to the competent authorities on demand otherwise, entry on EU territory will not be allowed, leading to
losses for exporters. Hence, the need to develop traceability systems becomes critically important. This does
not only concern - as in this example - agro-industrial goods but also in other areas such as construction
materials and electro-magnetic compatibility.

II. FOREIGN DIRECT INVESTMENT REGULATIONS.
74.
A set of criteria estimating the restrictiveness (or not) of a legal framework to FDI
has been defined by the OECD (2006) and has been used as a starting point for this
chapter, along with other available information and updates. It must be noted that even
though trade regulations can also be considered as an aspect of FDI regulations, they have
been dealt with in the previous section38.

38

- Annex 4 provides more details on these regulations.
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2.1. Overview.
75.
Algeria. In 1993, the GoA adopted its primary investment code (Legislative decree
No. 93-12) which guarantees investment advantages, free transfers of income, and equal
treatment for domestic and foreign investors. In August 2001, the government adopted
ordinance No. 01-03 to further develop and promote investment39 in industries other than
those related to petroleum. Some of these relatively open provisions have however been
largely changed recently40.
76.
Three organizations (ANDI, NIC and MIIP) are mostly responsible for investment
guidance and policy. ANDI is responsible for facilitating investments, granting exemptions
and advantages, and helping investors receive special authorizations for unique
investments. NIC was created to strengthen the legal and regulatory investment
framework, approve special investment incentives by sector, and give final authorization to
special investment schemes. In 2009, the NIC has been granted the power to review all
bids for foreign investment. It also has the authority to grant, for a limited period (not
exceeding 5 years) exemptions or reduction of duties, taxes or charges, including VAT. In
order to obtain the benefits from investment regulations in Algeria, the investment must be
declared to ANDI. Finally, MIIP maintains an office for investment policy and another for
the promotion of privatization.
77.
Libya. Starting in the mid-1990’s, GoL of the time took many steps to encourage
FDI and was able to attract interest from foreign investors41. Libya enacted Law No. 5 in
1997 titled “Encouragement of Investment Decision”, with the intent to diversify its
economy. In 2010, Law No. 9 on the “Promotion of Investment" continued the government
of the time attempt to diversify the economy, encourage technical training of Libyan
nationals and enhance regional development. Sectors targeted included - but were not
limited to - agriculture, industry, tourism, services and health. The provisions of the new
law attempt to lower the tax and customs fee burdens on qualifying companies42.
78.
The PIB, created in 2009, is the implementing agency for Law number 9. PIB’s
mission is to oversee and regulate foreign investment in Libya's. The function of the PIB is
essentially to serve as the screening mechanism for foreign direct investment. While PIB's
mandate theoretically includes investment-promotion, its activity is generally limited to
processing foreign investment inquiries, except those related to tourism or the Misurata

39

- It replaced legislative decree No. 93-12.

40

- See paragraph 90.

41

- Especially after the U.N. lifted sanctions in 2003.
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- Under the law, imported machinery, tools, and other capital equipment are exempt from all customs duties and taxes; any equipment,
spare parts, or primary materials needed for the project operation are exempt for a period of five years; the affected project is exempt
from income tax on its activities for a period of five years from the date of the commencement of production or work; goods directed for
export are exempt from excise tax and from the fees and taxes imposed on exports; stamp duty tax on commercial documents are
exempt; and finally, profits from a project will enjoy the same exemption if reinvested (USCS 2011).
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Free Zone which are the responsibility of the Tourism Committee and the Free Zone
Authority, respectively.
79.
Morocco. In recent years, the GoM has undertaken legal, institutional and
regulatory reforms to improve the business environment in the country. Incentives
applying to both domestic and foreign investors have been put in place and since 1995 an
investment charter has replaced nine sector codes. FDI is partly regulated through the
investment charter, but many important measures on investment also appear in other laws,
including incentives. The charter also mixes legal provisions with discretionary ones, and
its unifying nature is sometimes undermined by a tendency for the Government to
introduce incentives and measures specific to certain sectors.
80.
Several institutions are in charge of investment. The ID, which is part of the
Economic Affairs Ministry, acts as an investment promotion agency and processes projects
valued at over 200 million Dirham (roughly USD 25 million). There are RICs which act as
regional one-stop shops under the auspices of the regional authorities. The IC approves
special investment contracts and intervenes when problems arise from decisions made by
the RICs. It also rules on obstacles to investment within the administration and gathers
information on general investment trends in the country. The Hassan II Fund provides
financial contributions for investment projects in key sectors, usually projects with social
objectives and finally the line ministries, which can directly sign contracts for investments
below $200 million dirham.
81.
Tunisia. GoT has actively encouraged FDI and made attracting FDI a top priority.
Foreign investment in Tunisia is regulated by Investment Code Law No. 93-120, dating
from December 1993, and was last amended on January 26, 2009. It covers investment in
all major sectors of economic activity except mining, energy, the financial sector and
domestic trade. The Tunisian Investment Code divides investments into two categories i)
Offshore, in which foreign capital accounts for at least 66 percent of equity and at least 80
percent of production is destined for the export market, and ii) On-shore, in which foreign
equity is limited to 49 percent in most non-industrial projects. Investment in manufacturing
industries, agriculture, agribusiness, public works, and certain services requires only a
simple declaration of intent to invest. Other sectors can require multiple authorizations
82.
Two institutions monitor, regulate and promote FDI. The first is the Minister of
Planning and International Cooperation. The second is FIPA. Created in 1995, FIPA is in
charge of providing all the support needed by foreign investors and of promoting foreign in
Tunisia.
2.2. Key elements of sectoral entry regulations.
83.
Out of the 4 Maghreb countries, Morocco is the one that has the least constraining
regulations while Algeria is making its laws and regulations more restrictive since 2009.
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84.
In Algeria, FDI is typically permitted freely, except in certain sectors. Foreign
investment is also subject to prior review by the NIC. In July 2009, key regulatory changes
occurred; among them was the fact that foreign investments must be made within the
framework of an alliance with one (or more) Algerian resident shareholder who holds at
least 51 percent of the capital, a major departure from the past. The 2009 law also
introduced a minimum of 30 percent Algerian partnership in all foreign import companies.
The 2010 Finance Law created in addition a right of “pre-emption” of the GoA or Algerian
SoEs in case of a transfer by a foreign partner of its share.
85.
Although Libya states that it is ready to accept foreign direct investment from any
company, however political screening takes place and not all sectors are open to FDI.
Some sectors, such as telecommunications and finance, remain state monopolies, while
retail and wholesale operations can only be conducted by Libyan nationals (ANIMA
2009a).
86.
In Morocco, Law 18-95 of 3 October 1995 makes no distinction between national
and foreign investments. Licenses, where required, are granted automatically if no reply is
received from the government 60 days after application. Foreign investment is now
permitted in most sectors, with the exception of phosphate mining. Morocco does not prescreen or select foreign investment projects (USCS 2011).
87.
The Tunisian government encourages export-oriented FDI and screens potential
FDI. Foreigners may invest freely in most economic sectors. However, the participation of
foreign nationals in certain service activities not wholly exported remains subject to HIC
approval if such participation exceeds 50 percent of the enterprise’s capital. Until recently,
the government discouraged foreign investment in certain service sectors 43, but there are
signs of relaxation of this policy. For onshore companies outside tourism, GoT
authorization is required if the foreign capital share exceeds 49 percent. GoT allows for
foreign participation in its privatization program.
2.3. Elements of capital control.
Transfers.
88.
International Monetary Fund Article VIII status. Acceptance of the IMF Article
VIII indicates the acceptance of the removal of restrictions on payments and transfers for
current international transactions and the engagement in any discriminatory currency
arrangement or multiple currency practice. All Maghreb countries have accepted this
article.
89.
Restrictions on transfers abroad of the proceeds of the liquidation of a foreign
direct investment. All the 4 Maghreb countries do not generally impose restrictions on the
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- Such as restaurants, real estate, and distribution.
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transfer abroad of proceeds of the liquidation of an FDI, although the transfer may be made
only through authorized banks and financial intermediaries.
90.
Conversion and transfer of profits policies. All Maghreb countries allow for
foreign investors to repatriate their profits, dividends, and real net income out of their
assets transfer. Conditions in Libya are more restrictive however.
91.
Foreign exchange accounts. All Maghreb countries allow for foreign exchange
account, although conditions in Libya are more restrictive. Foreign nationals are allowed to
hold foreign currency accounts for the duration of the stay in the country of the account
holder and funds brought in by foreigners must be kept in an approved bank. For
companies that entered Libya using Law No.5, their accounts are exempt from restrictions.
Portfolio Investment.
92.
Portfolio investment refers here to the limitations on the foreign purchase, issuance
and transfer of proceeds of shares, other securities and bonds, with an original maturity of
more than one year. Maghreb-3 countries allow this type of operation, with varying degree
of control however.
93.
Non residents in Algeria may invest in shares or other investment securities.
Transfers abroad of proceeds from sale of these investments on the stock exchange or the
revenue generated by these investments are allowed as long as they follow the new rules
set out in the 2010 Finance Law. In Morocco, nonresidents may purchase Moroccan
securities without limitation. However, the issue of capital market securities by
nonresidents is subject to authorization. In Tunisia, stocks in existing companies may be
acquired freely with foreign exchange transferred from abroad by foreign nonresidents 44.
Nonresidents may sell freely shares of companies established in Tunisia.
2.4. Acquisition of real estate for FDI purposes by foreign investors.
94.
The process is not always easy in the Maghreb. Most land in Algeria is owned by
the State. It is not always clear which national or local authority owns a particular piece of
land which may make it difficult to obtain. In Libya, foreigners are permitted to own or
rent land if they entered the business under Law No.5, but this is not widely observed in
practice. As a general rule, Non-Libyans cannot own land. In Morocco, foreigners may not
purchase land for natural resources or agricultural purposes. It must be noted that although
foreigners are prohibited from owning agricultural land, the law does allow for long-term
leases of up to 99 years and permits agricultural land to be purchased for non-agricultural
purposes. In Tunisia, purchases of real estate by nonresident foreign nationals require
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- However, the acquisition by foreigners of shares with voting rights is subject to the approval of the HIC if the foreign ownership in
the capital of the companies is equal to or more than 50 percent, except in the case of the acquisition of stock in small or medium-sized
enterprises engaged in a sector that is open to foreign investment.
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prior approval from the CBT. Moreover, authorization is required for sales other than those
made to a resident and involving real estate that is subject of a land title.
2.5. Performance requirements and incentives policies.
95.
Performance requirements are stipulations, imposed on investors, requiring them to
meet certain specified goals with respect to their operations in the host country. In
addition, all Maghreb-4 countries have fairly developed incentive systems.
96.
In Algeria, regarding incentive policies, there are several types of regimes. The
“general regime” grants advantages automatically to all industrial investment which do
not fall within the scope of a list of non eligible investments. The foreign investor benefits
from advantages such as VAT franchises, custom duties exemption and property transfer
tax exemptions. There are also advantages granted by the “special regime” for investment
implemented in targeted geographical zones. Moreover, in the case of investments bearing
special importance for the economy, the investor can seek an agreement with the ANDI in
order to benefit from advantages similar to those provided for within the framework of the
special regime.
97.
In Libya, Law No. 5, GoL attempted to diversify the economy, encourage technical
training of Libyan nationals and enhance regional development. Sectors targeted included agriculture, industry, tourism, services and health. Under the terms of the new Law No 9, a
corporate income tax holiday is awarded to approved projects as are several exemptions.
As a general rule, offsets are often part of large foreign investment deals.
98.
In Morocco, performance requirements are imposed only where incentives are
required and will be stated in the investor contract.45 There are no foreign investor
performance requirements or requirements regarding local value added, substitution of
imports or employment of Moroccan workers. Incentives for foreign investors have been
created under the Free Trade Zone laws, as well as under the Investment Code for largescale investments. Incentives can include reduced land acquisition costs and tax breaks.
Also, if the value of a foreign investment is more than USD 21.5 million, investors can
sign a special investment contract with Morocco that brings additional negotiated
incentives. In addition, the Moroccan government offers specific incentives for tourism
projects.
99.
In Tunisia, performance requirements are generally limited to investment in the
petroleum sector or in the area of private sector infrastructure development. These
requirements tend to be specific to the concession or operating agreement. More broadly,
the preferential status (offshore, free trade zone) conferred upon some investments is
linked to both the share of foreign corporate ownership and limits on production for the
domestic market. The Tunisian Investment Code and subsequent amendments provide a
broad range of incentives for foreign investors, which include tax relief on reinvested
45

- UNCTAD Morocco Investment Policy Review 2007 and 2010.
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revenues and profits, limitations on the value-added tax on many imported capital goods,
and optional depreciation schedules for production equipment.
2.6. Expropriation and compensation.
100. Generally, there have been none expropriation actions by the governments in the
region since the 1970’s, except for Libya. Libya has engaged in the past in state
expropriation of private property, including the assets of foreign owned companies. In
recent years, expropriation has been a tool that has fallen out of favor despite its prevalence
in the 1980s in this country.
2.7. Dispute settlement, guarantees and investor protection.
101. All Maghreb countries are part, to a varying degree, of several international bodies
in that area and have rules to deal with investment conflicts.
102. Algeria is a signatory to the convention of the ICSID 46. Algeria ratified its
accession to the New York Convention on arbitration and is a member of MIGA. The
Code of Civil Procedures allows both private and public sector companies’ recourse to
international arbitration. Libya is not a signatory of the New York CREFAA47. However,
in the case of commercial disputes, most foreign companies opt to have their cases tried
before the International Chamber of Commerce whose decisions have been respected by
Libya in the past. Although Morocco is a member of ICSID, access to it is only guaranteed
through bilateral investment treaties (BITs). Otherwise, for investments under the
contractual regime, the final arbiter is the Rabat High Court.48 Morocco is a party to the
1958 CREFAA and the 1965 Convention on the Settlement of Investment. Tunisia is a
member of the ICSID and is a signatory to the 1958 New York CREFAA. Moreover, the
Tunisian Code of Civil and Commercial Procedures does allow for the enforcement of
foreign court decisions.
2.8. Foreign Trade zones and free ports.
103. With the exception of Algeria which dismantled it free trade zone in 2004, all
Maghreb countries have Foreign Trade zones and free ports. Libya has one operation free
trade zone (Misurata). Projects that operate in the zone benefit from several privileges such
as tax and customs exemptions. The area is still however in need of infrastructure
development. There is a free industrial trade zone in Tangier in northwestern Morocco.
The zone is open to both Moroccan and foreign companies. The companies located in the
46

- ICSID is an autonomous international institution established under the Convention on the Settlement of Investment Disputes between
States and Nationals of Other States. The objective of ICSID is to provide facilities for conciliation and arbitration of international
investment disputes.
47

- CREFAA was adopted by a United Nations in 1958. The Convention requires courts of contracting states to give effect to private
agreements to arbitrate and to recognize and enforce arbitration awards made in other contracting states.
48

- UNCTAD Morocco Investment Policy Review 2007.
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zone may import goods duty free and are exempt from other taxes. Companies operating
there are exempt from profit tax for the first five years and then pay a reduced rate for the
next 10 years. Tunisia has two free trade zones, one at Bizerte, and the other at Zarzis.
Companies established in the free trade zones are exempt from most taxes and customs
duties and benefit from special tax rates. Goods are allowed limited duty-free entry into
Tunisia for transformation and re-export.
2.9. FDI International agreements.
104. Like for trade in good, Maghreb countries are parties to multiple agreements that
govern various aspects of FDI.
105. Algeria is a member of ICSID, MIGA, the Convention for the Investment of Arab
Capital in Arab Countries and the AMU regarding investment promotion, guarantee, non
double taxation and reciprocal cooperation in matters of income tax.
106. Libya is a part of GAFTA and an AMU member. The country is also a member of
CEN-SAD. In 2010, Libya has signed a TIFA with the United States and is also part of the
Euro-Med Partnership (EMP), known as the "Barcelona Process”.
107. Morocco is a member of ICSID, MIGA, the Inter-Arab Investment Guarantee
Corporation and the Convention for the Investment of Arab Capital in Arab Countries. It is
a member of the WTO. It has a free trade agreement with the United States and an
association agreement with the EU, both of which provide investors in Morocco significant
access to these markets.
108. Tunisia is a signatory of the multilateral agreements with MIGA and is a member
of ICSID. Moreover, it has a TIFA with the United States and is a member of WTO since
1995.
III. REGULATIONS INDIRECTLY AFFECTING FDI AND INTERNATIONAL
TRADE.
3.1. Protection of intellectual property rights.
109. As part of Algeria's negotiations for WTO accession, the government adopted new
laws in July 2003 on copyright and related rights, trademarks, patents and integrated
circuits. To reinforce existing laws, other decrees related to trademarks, patents and
integrated circuits were adopted in 2004. In 2005, three decrees defining the procedures for
the registration of trademarks, patents and integrated circuits diagrams were adopted.
There continue to be discussions as to whether or not these laws now bring Algeria into
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TRIPS49 compliance. Libya is in the process of adhering to the WTO and is therefore is
not a member of TRIPS. IPR regulations need to be brought in line with international best
practice.
110. Morocco adheres to the main intellectual property treaties and has revised its laws
in line with its TRIPS obligations. Tunisia is a member of WIPO and has signed the UN
Agreement on the Protection of Patents and Trademarks. Tunisia's patent and trademark
laws are designed to protect only owners duly registered in Tunisia. Tunisia updated its
legislation to meet the requirements of the WTO agreement on TRIP. Legislation now
permits customs officials to inspect and seize goods if copyright violation is suspected.
The Tunisian Copyright Law has also been updated to cover new technologies.
3.2. Taxation.
111. Overall taxation and its complexity remains an issue in the region, especially when
compared to other areas (Chart A.5. 1). Hence, 2011 Doing Business data show that in
Algeria and Morocco, administrative requirements imply a number of yearly payments (34
and 28 respectively) way above the average of other groupings (with the only exception of
MERCOSUR). In this area, Tunisia does extremely well with only 8 payments and is fairly
attractive.
112. In all three countries, the general taxation system implies an overall taxation of
profit which ranges between 72 percent (Algeria) and 41.7 percent (Morocco50) and is
above other groupings (with the exception again of MERCOSUR). Although profit taxes in
Maghreb countries are at a level similar to the ones of other groupings, high taxation of
labor and other contributions negate this and imply high overall taxation.
113. In Libya - with is not included in the DB 2011 dataset - foreign firms usually have
special tax agreements, including the Stamp Tax, which add a special tax of 0.5 to 3
percent on the value of items procured by foreign firms in Libya and the Jihad Tax, which
applies 4 percent tax on corporate profits. Corporate tax rates are subject to interpretation,
and tax benefits are not clearly defined in the law, furthermore several standard forms of
tax relief are not provided, resulting in high withholding and income taxes. Overall, the
application of the tax system is an issue.

49

- TRIPS is an international agreement administered by the WTO that defines minimum standards for forms of intellectual property
regulation as applied to other WTO Members. It was first negotiated in 1994. TRIPS contains requirements that nations' laws must meet
for copyright rights, geographical indications (including appellations of origin), industrial designs, integrated circuit layout-designs,
patents, trademarks, … and undisclosed or confidential information. It also defines enforcement procedures, remedies, and dispute
resolution mechanisms.
50

- Despite this, it must be noted that Morocco's fiscal system is still one of the most criticized aspects of its investment environment.
The method of calculation and payment of taxes is seen as complicated, with investors requiring a more stable, transparent and simple
system.
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3.3. Labor mobility and labor regulations.
114. Algeria, Tunisia and Morocco have ratified virtually all the international
conventions on human rights, mostly during the 1980s. Furthermore, Maghreb countries
have ratified nearly all the ILO instruments containing clauses relative to the management
of migrant workers, with the exception of Convention 8751 by Morocco. These conventions
matter as they affect the definition of national legal frameworks and allow them to be
based on international standards which affect the treatment of migrant workers, including
whose from the region (See ILO 2007 and Table A.5. 1).
Intra-regional labor mobility and right to employment.
115. Several bilateral agreements have been signed, notably between Algeria and
Tunisia52, Morocco and Tunisia53, and Libya and Tunisia54. In these agreements the right
to employment of the citizens of the signing countries is guaranteed. However, it is only in
the agreement between Tunisia and Morocco that this right to employment is granted “in
the same way as to nationals and with the same rights and obligations”. By contrast, the
agreement between Tunisia and Libya limits this right to a recognized priority for citizens
of the host country. As to the agreement between Tunisia and Algeria, it is silent on the
principle of equality of treatment with nationals. The result is that the clauses in the labor
code relating to the employment of foreign labor ought to continue to apply to Algerians
and Libyans but not to Moroccans. It seems, moreover, that these agreements are not
always applied in practice and that the free circulation of persons and particularly of
workers is not yet fully effective (ILO 2006).
Country regulations
116. All countries of the region have detailed labor codes and regulations which follow
broadly the same principle. However, there are significant de jure variations across
countries as show by the latest doing business raw data available for Maghreb-3 countries
(Table A.5. 2).
51

- Convention concerning Freedom of Association and Protection of the Right to Organize.
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- This includes (ILO 2006):
i) A 1966 Agreement on the circulation of the citizens of both countries who reside in the border zone. Apart from being
exonerated from customs duty and all the other taxes on cattle and some products, persons crossing the border are subject to
certain rules. In terms of employment, an allusion is made by granting a guarantee of economic rights and freedom to exercise
legal occupations;
ii) A 1963 Agreement on residence which dispenses of each of the signing countries with the residence permit for its citizens.

53

- This includes (ILO 2006) a 1966 Agreement on the right to settle which dispenses with the residence permit for the nationals of each
of the signing countries. Freedom to stay is nevertheless subject to registration at their own consulate and issue of an identity card by the
host country
54

- This includes (ILO 2006):
i) A June 1965 Agreement allows the right of entry into the contracting countries for grazing in times of drought subject to
obtaining an authorization valid for 6 months.;
ii) A 1961 agreement aims to facilitate for the citizens of each country access, stay and circulation on the territory of the other
party but does not exempt the citizens of each of the signing countries from the need for a residence permit.
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117. In terms of hiring workers, minimum wages vary widely, being set at 120.5 USD
per month in Tunisia, 125 USD per month in Libya, 228.1 USD per month in Algeria, and
254.1 USD per month in Morocco. Similarly, while open-ended employment is considered
as the norm, rules governing fixed-term contracts vary widely. Fixed-term contracts for
permanent task are not allowed in Tunisia (while they are in other countries of the region)
and the maximum length of fixed term contacts varies between 48 months in Tunisia, and
no limits in Algeria.
118. In terms of working time, all countries practice an 8 hours standard workday,
although the working week is 48 hours in Tunisia. In Tunisia again, paid annual leave for
an average worker expressed in days is the lowest in the region (13 days) against 19.5 days
in Morocco and 22 days in Algeria.
119. Redundancy dismissal for one worker is allowed in all countries, although a third
party must be notified in Algeria. Dismissal for a larger number of workers requires a
notification in all 3 countries and an approval in Tunisia and Morocco. In Morocco rules
governing redundancy for technological, structural or economic reasons remain
burdensome for investors, requiring prior authorization from the authorities in consultation
with employee representatives. Investors have also complained about inadequate rules
governing dismissal for gross misconduct (UNCTAD 2007). All three countries have
retraining/reassignment and priority rules obligations prior to redundancy. Overall, when
compared to international benchmarks, firing regulations are fairly strict (World Bank
2011).
120. Redundancy costs also vary fairly widely. The notice period for redundancy
dismissal ranges between 4.3 weeks on average in Algeria and Tunisia against 7.2 weeks
in Morocco. Severance pay (expressed in weeks of salary) goes from 7.8 weeks in Tunisia
to 13/13.5 weeks in Algeria and Morocco.
121. In Libya, in 2007 numerous GPC decisions changed and raised minimum salaries
for civil servants, those with advanced degrees and technical skills and corporation not
financed by the central government as well as removed a pay cap in place for many types
of work outside the public sector. These decisions also targeted pay raises for Libyan
employees of state energy companies, health workers and teachers. The working week is
set at 48 hours. Trade unions and professional associations are prohibited by law in Libya.
Workers do not have the right to form unions but they have the right to participate in the
National Trade Union’s Federation, which was established in 1972. Collective bargaining
does not exist, since labor law requires governmental approval for all related actions
(USSD 2011b)
3.4. Financial and banking regulations.
122. Elements of capital market regulation have been addressed earlier in the “Portfolio
investment limitations”. Consequently, this section reviews limitations on foreign access to
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credit and foreign investment in commercial banks. It is not meant to provide a full
assessment of such regulations but to cast light on regulations of relevance.
123. In Algeria, the banking and financial market opened for private and foreign
investment in 1990 with the adoption of the Law on Currency and Credit. In 2003, the
government reviewed the law to grant more privileges to the Central Bank and to
strengthen the banking system. Bank and financial institutions incorporated in the country
must be under the form of a Joint Stock Company where, according the 2009
Complementary Finance Law, resident national shareholding represents at least 51 percent
of the capital.
124. Libya’s banking sector is dominated by four banks that are owned in full or
majority by the Libyan Central Bank. In the mid-2000s, the authorities initiated
privatizations for two of these banks. Foreign operators are allowed as demonstrated by the
2007 acquisition by a French bank of 19 percent of share of a local bank and the
subsequent takeover of its operational control over the bank. Furthermore, in late 2007, a
Jordanian bank acquired substantive shares in the privatization of a local bank. As of early
2011, foreign partners were involved in 6 of the 16 operating banks in Libya. It must
however be noted that the availability of financing on the local market is weak as banks
offer limited financial products while relationship lending is widely in use (USSD 2011b).
125. Morocco's banking system is one of the most liberalized in the region. It is
however highly concentrated, with the six largest banks accounting for 85 percent of
banking sector assets (USSD 2011c). Investment in banks by non-residents is subject to
approval by the monetary authorities and credit is allocated on market terms. Foreign
investors are able to obtain credit on the local market. Moroccan banks are largely in
compliance with the Basel I standards and have by early 2011 become almost completely
Basel II compliant as required by the BCM (USSD 2011c).
126. In Tunisia, the banking system is quite controlled. Hence, approval is required for
any acquisition of capital in a bank or other financial institution (and in all cases for the
acquisition of a proportion of the voting rights), as well as of any instrument that may
result in the transfer of a significant proportion of the assets, potentially changing its
financial structure or the focus of its activities. The GoT passed a 2009 legislation
addressing access to financial services for non-residents (law No. 2009-64) allowing them
to use financial products and services as well as perform other relevant financial
operations. There are currently two statuses for financial institutions: banking55 and
investment services56. Non-resident financial entities, namely lending institutions
authorized to act as banks, investment companies and portfolio management companies are

55

- This includes activities related to deposits, loans, payments and exchange operations, acquisition of capital in operating companies or
companies in current creation.
56

- This includes activities related to reception, transmission, orders execution and portfolio management.

52

considered non-resident investment service providers57. Foreign participation has risen
significantly in recent years. Credit is available locally to foreign investors.

IV. CONCLUSION.
127. This brief review of the regulatory framework for trade and investment in the
Maghreb underlines the complexity of the systems in place, which are summarized in
Table A.5. 3.
128. In the trade area, protection levels are still high on a comparative basis and NTBs
are important and while the web of existing intra-regional trade agreements is supposed to
help in this matter, it has not yet met expectations. Then, depending on each country case,
restriction remains in several areas such as repatriation and surrender requirements for
exports, domiciliation requirement for imports and other non tariff measures. In the FDI
attraction area, the situation is similar. Countries have put in place a complex set-up of
institutions and regulations but non-negligible issues remain in areas such as sectoral entry
regulations (including entry in the services sector), restrictions of transfer abroad of
proceeds of liquidation and acquisition of real Estate for FDI purposes. Finally, in other
area not directly related to trade and FDI but which can still have an impact, overall
taxation remains high in the region and is second only to MERCOSUR countries while
labor regulation show restrictive characteristics.

57

- As such, they must present initial minimum capital (fully paid up at subscription) in convertible currency equivalent in dinars to 25
million for a bank (USD18.3 million), 10 million (USD 7.3 million) for a financial institution, 7.5 million (USD 5.5 million) for an
investment company and 250,000 (USD 183000) for a portfolio management company.
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4

FIRMS FROM MAGHREB AND INTERNATIONAL
TRADE: SOME SURVEY RESULTS

129. Given the state of trade and FDI for Maghreb countries and the restrictive
characteristics of some regulations underlined before, the objective now is to define more
clearly what are the actual constraints faced by firms. More precisely, this chapter aims to
i) to underline the main characteristics of Maghreb firms engaged in exporting and ii) to
determine more precisely the main constraints they face when trying to export, within the
sub-region and outside. Doing so will help define later policy proposals.
130. Quantitative information has been gathered from three firm level surveys
undertaken between mid-2009 (Morocco (97 firms), Algeria (165 firms)) and mid-2010
(Tunisia (449 firms)). Firms in each country were randomly selected based on a frame
devised at the country level from data provided by the national statistical office and
exporters associations. Overall, 19 percent of surveyed firms are in the service sector while
the rest operates in manufacturing. 60.4 percent of the firms in this sample are SMEs
employing 99 or less permanent employees. Surveys in Morocco and Algeria were
implemented using the exact same survey instrument and sampling methodology, while the
survey instrument and sampling in Tunisia differed slightly; the Tunisian sample having
less non exporting firms. This implies that strict comparability of results is not always
possible when using the Tunisian data and this is duly noted when necessary. All data refer
to the year 2008.
131. The survey results in this chapter are typically presented using two different types
of groupings, one by broad sector of economic activity (manufacturing and services) and
the other one by trading status. More specifically, for the later, firms have been grouped in
three categories for comparison purposes:
- Firms exporting to both the Maghreb and other regions of the world58, the acronym
EMW is used to label these firms. These account for 30.9 percent of the overall
sample;
- Firms exporting only to other regions of the world59, the acronym EOM is used to
label these firms. These account for 41.9 percent of the overall sample;
- Firms not engaged in any export activity60, the acronym NE is used to label these
firms. Firms operating only on the domestic market of their country of origin
account for 27.1 percent of the sample.
58

- EMWs are firms with a share of intraregional exports in total firm level exports ranging between 1 (excluded) and 99 percent. Due to
the small number of firms exporting only in Maghreb, the category therefore includes firms exporting only in Maghreb and firms
exporting to Maghreb and other areas (such as the EU or others countries). In effect, firms exporting to Maghreb only account for 11
percent of the total sample and there is less than 10 observations for Algeria and Morocco each, the bulk of the subset being composed
of Tunisian firms.
59

- EOMs are firms for which the share of intraregional exports in total firm level exports is 0.

60

- NEs are firms with similar characteristics to firms of other categories in terms of size, location and sector.
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132. EMW firms provide information on overall export constraints while EOM firms
provide some insights on to why some exporting firms choose to not export to the Maghreb
and which constraints they specifically face. NE firms will provide information on why
firms do not engage in exports at all.

I. KEY FIRM CHARACTERISTICS.
133. We present here some of the main characteristics of the private firms in the
Maghreb region (Table 4.1). Areas covered include firm’s age, employment, technology
and productivity. Hence, data show that:


Firms tend to be relatively ancient with an average age ranging between 12 and 26
years. At the sector level, a clear difference appears. In all countries, services firms are
markedly younger than their manufacturing counterparts, a fact which is consistent
with the development of the sector in the region since the 1990s.



In terms of employment, Maghreb firms present also some clear-cut characteristics. At
the sector level, in all countries, manufacturing firms are larger than their services
counterparts and exporters (either of the EMW or EOM type) are usually larger –
except in Algeria. The share of production workers61 is around 68-79 percent
depending on the sector category while female employment, a critical concern at this
time in the region, is markedly lower in Algeria when compared to Morocco and
Tunisia. Around a half of the manufacturing firms provide in-house training to their
employees in Morocco and Algeria. The latter is more developed than the provision of
external training though contractors. Such a difference can be explained by cost
reasons and also by a customization factor; i.e. firms often consider that external
training providers only provide a standardized training not always appropriate for the
firm.



In terms of use of technology62, manufacturers and EOM firms make the greatest use of
foreign licenses which is explained by the fact that many of these firms serve as
subcontractor for foreign firms and therefore need such a technology transfer. A similar
pattern is observed in terms of ISO certification, whether or not firms undertake R&D
and whether or not they have access/use high speed internet connection. Again, this can
be explained by a spill-over effect as they firms to be competitive and able to meet
their obligations towards foreign contractors need to be at a similar level of technology.

61

- The concept of production worker is well defined for a manufacturer. In the services sectors, the definition used in this survey was
one of staff involved in the provision of the “output” of the firm (whether be it a report, software …) and not involved in administrative
activities.
62

- This question was not asked in the Tunisia survey. Hence, results here refer to Algeria and Morocco.
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Table 4. 1. Main characteristics of the firms by sector and trade category.
Algeria
17.3
14.8

Morocco
26.7
12.1

Tunisia
19.1
13.8

Algeria
20.6
13.8
18.9

Morocco
25.0
25.6
16.2

Tunisia
20.5
15.2
18.6

Employment
Average number of permanent employees M anufacturing
Services

324.3
187.6

261.9
35.9

93.5
75.1

EM W
EOM
NE

329.4
307.4
316.8

213.3
224.6
143.4

104.1
97.2
43.5

Share of "production" workers M anufacturing
Services

69.4%
73.7%

77.2%
67.7%

75.2%
72.0%

EM W
EOM
NE

71.8%
70.3%
68.2%

70.9%
77.2%
72.2%

70.1%
79.1%
74.3%

Share of female workers M anufacturing
Services

26.4%
20.6%

45.1%
38.1%

42.2%
36.7%

EM W
EOM
NE

27.0%
26.0%
25.7%

32.3%
52.7%
33.1%

29.3%
56.6%
33.1%

% of firms providing in house training M anufacturing
Services

59.85%
5.11%

48.45%
17.53%

na
na

EM W
EOM
NE

13.14%
24.09%
27.74%

11.34%
31.96%
22.68%

na
na
na

% of firms providing in external training M anufacturing
Services

54.74%
3.65%

31.96%
8.25%

na
na

EM W
EOM
NE

5.84%
6.57%
5.11%

5.15%
13.40%
8.25%

na
na
na

Use of foreign licenses (% Yes) M anufacturing
Services

17.52%
0.00%

20.62%
6.19%

na
na

EM W
EOM
NE

5.84%
6.57%
5.11%

5.15%
13.40%
8.25%

na
na
na

ISO certification (% Yes) M anufacturing
Services

27.01%
2.19%

16.49%
3.09%

na
na

EM W
EOM
NE

6.57%
10.22%
12.41%

6.19%
11.34%
2.06%

na
na
na

Undertake R&D (% Yes) M anufacturing
Services

26.28%
2.19%

28.87%
4.12%

na
na

EM W
EOM
NE

6.57%
11.68%
10.22%

4.12%
23.71%
5.15%

na
na
na

Use of Broadband Internet (% Yes) M anufacturing
Services

54.74%
4.38%

63.92%
27.84%

na
na

EM W
EOM
NE

10.22%
24.09%
24.82%

17.53%
44.33%
29.90%

na
na
na

ULC M anufacturing

34.00%

40.00%

0.18%

-

-

-

66.1
-

74.1
-

na
na

66.4
66.4
66.1

71.6
74.1
76.5

na
na
na

Average of AgeFirme (Years)

S ector
M anufacturing
Services

Category
EM W
EOM
NE

Technology

Productivity

Capacity Utilisation (%) M anufacturing
Services

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb; NE – Non Exporter
Numbers are for private firms only, SOEs not included.
na – not available for questions not asked in the Tunisia survey.
Source: RI Survey data (2009-2010), World Bank
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EM W
EOM
NE

Chart 4. 1. Unit Labor Costs in Manufacturing.
0.47

0.50
0.45

0.40

0.40

0.38

0.34

0.35

0.33

0.30

0.25
0.20

0.20

0.18

0.22

0.13

0.15
0.10
0.05

South Africa

Brazil

Indonesia

India

China (Shenzen)

China (Hanghzou)

Morocco

Algeria

Tunisia

0.00

Note. Median values for firms with available data. 2002-2009 financial data.
Manufacturing firms only.
Source: RI Survey data (2009-2010) and Enterprise Surveys various years, World Bank



Manufacturing capacity utilization63 is a bit smaller in Algeria (around 66 percent) than
in Morocco (it ranges between 71 and 76 percent).



Differences are fairly significant in terms of manufacturing labor productivity. This is a
key element for firms in the regions which have for long specialized in labor intensive
activities and now may need to go higher in the value chain as they face increased
international competition from low cost countries. The measure retained to assess labor
productivity is the Unit Labor Cost (ULC) which measures the total cost per unit of
output in a common currency. It enables international comparisons of competitiveness
of manufacturing labor. This measure64 is driven by the ratio of wages to productivity,
ULCs are therefore high in countries that have high wages and low labor productivity.
Data suggest that Tunisia has the lowest ULCs65 (0.18) whiles other countries like
Morocco and Algeria have lower labor productivity/higher labor costs and face labor
competitiveness issues in an international perspective (Chart 4. 1).

63

- This question was not asked in the Tunisia survey. Hence, results here refer to Algeria and Morocco.

64

- It is defined as ULC = (w.L/Q).(1/e) where w is the manufacturing wage, L is the amount of labor employed, Q is a physi cal
measure of output and e is the exchange rate defined as domestic currency per dollar.
- This low number for Tunisia, which is on par with the levels of the Shenzen area in China, may be due to the presence of “off-shore”
firms in the sample, firms which enjoy a lot of benefits in terms of tax and duty advantages (see Chapter 3). However, the dataset does
not allow for this differentiation.
65
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II. THE EXPORT PROCESS.
2.1. Patterns of trade.
Destination markets
134. On average, sampled firms started to exports, whether in Maghreb or outside
mostly during the 1990s and early 2000s. Algerian manufacturers are the “oldest”
exporters to Maghreb as they started exporting to the sub region around 1992 on average,
while Moroccan and Tunisian firms engaged in the late 1990s. For trade with the EU,
Moroccan manufacturing firms have the oldest links as they engaged in export with this
trade bloc around 1991 while firms in Algeria and Tunisia did so but in the late 1990s. At
the sectoral level, most of the time, manufacturing firms engaged earlier in the export
process – independently of the exporting region – compared to services firms (Table
A.6.1). It also appear that on average, manufacturing firms waited longer after their
creation (7 years) to export for the first time, while services firms waited less (5 years).
This hold for Tunisia and Morocco while no difference appears for Algeria.
Table 4. 2. Geographic destination of direct exports (Pct.)
EMW

EO M

Pct. of direct export to Maghreb
Pct. of direct export to Morocco
Pct. of direct export to Tunisia

60.9
17.7
43.1

na
na
na

Pct. of direct export to EU
Pct. of direct export to other countries

20.4
18.7

57.8
42.2

Pct. of direct export to Maghreb
Pct. of direct export to Algeria
Pct. of direct export to Tunisia

41.3
7.8
33.5

na
na
na

Pct. of direct export to EU
Pct. of direct export to other countries

41.2
17.5

80.3
19.7

Pct. of direct export to Maghreb

68.1

na

Pct. of direct export to EU

16.6

86.7

15.3

13.3

Algeria
of which:

Morocco
of which:

T unisia

Pct. of direct export to other countries
Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb.
Source: RI Survey data (2009-2010), World Bank.

135. Data on the direction of exports by Maghreb firm confirm the importance of
the EU as an export market shown in the previous chapters (Table 4.2). The EU
accounts on average between roughly 58 percent (Algeria) and 87 percent (Tunisia) of
direct exports for firms which export only outside Maghreb (EOM firms). A dichotomy
appears for firms which export both to Maghreb and outside the region. For Algeria and
Tunisia, Maghreb is the primary market for this category of firm (EMW) as exports to the
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region account for respectively 61 and 68 percent of firm’s direct exports. On the contrary,
the EU remains the key destination for EMW firms in Morocco and accounts for about 41
percent of direct exports.
136. Data show that in all the selected countries, firms are more likely to export
finished goods rather than semi-finished ones, whatever the trade category (EMW or
EOM) or the destinations66 (Table 4. 3). Algerian firms from the EMW category tend to
have the highest proportion of their export composed of semi-finished goods (44 percent to
the Maghreb region and 43 percent to Europe).
Table 4. 3. Type of product directly exported by destination market (R.Pct.)

Algeria

Morocco

T unisia

Finished
goods

Maghreb
Semifinished
goods

O ther

Finished
goods

EU
Semifinished
goods

O ther

Finished
goods

O ther
Semifinished
goods

EMW

55.6

EOM

-

44.4

0.0

57.1

-

-

80.9

42.9

0.0

90.9

9.1

0.0

17.0

2.1

90.2

9.8

EMW

76.5

23.5

0.0

0.0

76.9

23.1

0.0

66.7

33.3

EOM

-

-

0.0

-

71.4

26.2

2.4

88.2

11.8

EMW

72.3

0.0

22.3

5.4

65.9

27.3

6.8

67.9

23.8

8.3

EOM

-

-

-

74.8

19.8

5.4

64.1

33.3

2.6

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb.
Source: RI Survey data (2009-2010), World Bank

137. With respect to the type of client in the destination market, the main
beneficiary from Algerian and Moroccan exports is the private sector (Table 4.4).
Tunisian firms appear to diversify much more their clients as they also have a non
negligible share of their clients which are foreign governments or agencies (ranging
between 11 and 16 percent, depending on the trade category). An interesting feature, given
that the vast majority of Maghreb firms are SMEs, which appears in the data is the
importance of trade with foreign SMEs. For Algeria, the majority of clients in foreign
markets are SMEs, irrespective of the trade category of the firms. The situation is more
balanced for Morocco and Tunisia where trade with large foreign firms as subcontractors
in international supply chains is fairly developed. Nonetheless, even for these two
countries, trade with foreign SMEs range between 26 and 53 percent depending on the
trade category and the destination.

66

- This holds also for the small subset of firms exporting only in Maghreb. 79.2 percent of their direct exports within the region concern
finished products.
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O ther

Table 4. 4. Type of client by destination market (C.Pct.)
Type of Clients

Algeria

Morocco

Tunisia

EMW

EOM

EMW

EOM

EMW

EOM

Government or government agencies
Parent company
Large private firms
Medium and small private firms
Other

0.0
0.0
44.4
55.6
0.0

-

5.9
0.0
41.2
47.1
5.8

-

11.2
7.7
21.9
44.4
14.8

-

Government or government agencies
Parent company
Large private firms
Medium and small private firms
Other

0.0
0.0
21.4
78.6
0.0

0.0
2.1
10.6
80.9
6.4

7.7
0.0
61.5
30.8
0.0

9.5
9.5
50.0
31.0
0.0

9.4
7.3
21.9
43.8
17.7

3.0
28.1
34.7
26.3
7.8

Government or government agencies
Parent company
Large private firms
Medium and small private firms
Other

0.0
0.0
0.0
100.0
0.0

2.4
0.0
24.4
73.2
0.0

8.3
0.0
58.3
33.3
0.0

5.9
0.0
35.3
52.9
5.9

15.9
2.4
20.7
41.5
19.5

11.1
2.8
38.9
30.6
16.7

Maghreb

EU

O ther

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb.
Source: RI Survey data (2009-2010), World Bank

Firm’s suppliers
138. Trade and integration develop not only with foreign clients but also with suppliers
of firms. The analysis is here restricted to Morocco and Algeria as the Tunisia survey did
not include these questions. Algerian and Moroccan firms have the same strategy
concerning suppliers. Indeed, independently of their exporting status, firms demand
for inputs is a local one. But, when firms do import inputs material, suppliers within
the region are minimally involved as the main foreign suppliers are EU countries
(Table 4. 5). This is also true concerning the most recent supplier. Such a result is
consistent with the limited trade complementarity and intra-industry trade mentioned in the
second chapter.
Table 4. 5. Origin of inputs for firms in Algeria and Morocco in 2008 (R.Pct.).

Algeria

Morocco

Algeria

Morocco

Tunisia

EU

O ther

EMW

58.7

1.2

0.1

32.0

8.0

EOM

56.7

0.5

0.6

29.3

12.9

NE

57.6

0.5

0.7

32.8

8.5

EMW

0.0

34.7

5.9

40.3

19.1

EOM

0.0

33.1

0.6

52.4

13.9

NE

0.0

57.6

0.5

27.1

14.8

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb and NE - Non Exporter.
This question was not asked in the Tunisia survey
Source: RI Survey data (2009-2010), World Bank
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139. Relations with the most important supplier tend to last, once a reliable
supplier has been found; firms tend to maintain relationship as a way to reduce
uncertainty in supplies. In Algeria, firms have had their main supplier for 13.2 (EOM
firms) to 16 years (NE firms) while in Morocco the duration of the relationship ranges
between 8 (NE firms) and 20 years (EOM firms). Moroccan and Algerian firms exporting
only inside Maghreb have had the same main supplier for 10 to 13 years.
140. Finding a supplier can be difficult in a complex business environment like the one
in Maghreb and firms have developed strategies to cope with it (Table A.6. 2-3).
141. In both Morocco and Algeria, NE firms relied mostly on personal knowledge and
research as well as tender related information (as tenders with their public opening of
proposals provide easy information on other firms) to find their most recent supplier. In
Algeria, exporting firms (EMW and EOM firms) firms relied also heavily on personal
knowledge and research but used also a lot business association and/or chamber of
commerce. Of interest is the fact that internet is a major way for Algerian exporters to find
their most recent supplier, it was used by 22 to 25 percent of the firms, depending on the
trade category. Things differ in Morocco. Exporting firms (EMW and EOM firms) mostly
relied on Personal knowledge and research and Other business associates, suppliers or
customers. Suppliers also contacted the establishment directly. Moroccan firms operating
on the domestic market (NE firms) had a behavior rather similar to their Algerian
counterpart; they largely relied on personal knowledge and research as well as tender
related information but also on information provided by similar businesses. In all
countries, the importance of personal research, the use of personal networks (whether
business associates or similar firms) and the use of ad-hoc means as tender suggest
difficulties in finding suppliers and the presence of asymmetries of information in this
area.
142. Once a potential supplier has been identified, its credibility must be established in
order to create and pursue the relationship. In both countries, irrespective of the trade
category, most firms rely essentially on a similar set of criteria which include i) the fact
that sample products meet specifications, ii) there is a recommendations from business
associates/suppliers/customers, iii) the ability to deliver on-time and iv) the set-up of the
supplier as assessed by a field visit.
Resilience on Export Markets.
143. It is sometimes argued that given the extent of entry costs on export markets, firms
tend to avoid exiting export markets. This seems to be only partially true for firms from the
region (Table 4. 6). The data show that a significant proportion of firms in all countries had
to stop their export operations on a destination market (up to 40.7 percent of Algerian
firms but only 11.8 percent for firms from Morocco). This mostly affected exports to
Maghreb, whether be it for security or instability issues, economic reasons, or firm level
weaknesses. Although the interruption in export to the market lasted several years, about
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half of the Tunisian and Moroccan firms and 90 percent of Algerian firms having
previously exited entered again the same market, showing both strong resilience and
their interest in the intra-regional market.
Table 4. 6. Resilience on export markets.
Pct firms having stopped

Duration of

Destination market (Pct.)

direct exports

Pct of firms resuming

interruption

(years)

exports to same market

0.0

3.8

90.9

Maghreb

EU

O ther

9.1

Algeria

40.7

90.9

Morocco

11.8

50.0

0.0

50.0

7.5

50.0

T unisia

22.8

63.2

18.4

18.4

1.9

50.0

Nb.
Only EMW – Exporter Maghreb and World.
Source: RI Survey data (2009-2010), World Bank

2.2. The decision to export (or not).
First time export to a specific market.
144. A key to foster trade integration is to have a better understanding of the reasons
behind exports by firms to a specific market (Table 4.7). For the majority (63 percent
and 76 percent) of Algerian and Moroccan firms, the most important reason to
export to Maghreb for the first time was the desire to expand their own business.
Tunisian firms decide to target neighboring markets because they feel that the
foreign demand for their products is high. This is giving some weight to the arguments
according to which fostering Maghreb integration would help create a de facto larger
market.
145. The results are more ambiguous when focusing on the reasons why firms export
outside the region (EU and other countries). There is still a large proportion of Algerian
and Moroccan firms which have decided to export to expand their business (in both
categories EMW and EOM) as well as a majority of Tunisian firms who do so because the
foreign demand is high. The main difference comes from Moroccan firms which
decided to export outside the region. Indeed 31 percent stated that the main reason to
export to Europe is because they feel the foreign demand is high (compared with only
15.4 percent of Moroccan firms from the EMW category). Finally, one must notice that
very few Algerian and Moroccan firms have engaged in an export activity because there
are specific and favorable export incentives while these seem to play a more important role
in Tunisia.
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Table 4. 7. Rationale for first time direct export by destination market and trade category (C.Pct.)
Firms from…

Algeria

Morocco

Tunisia

EMW

EO M

EMW

EO M

EMW

EO M

T he desire to expand our business

63.0

-

76.4

-

0.0

-

T o diversify the business’ risk

18.5

-

0.0

-

0.0

-

T he foreign demand for the type of goods produced by our firm is high

11.1

-

11.8

-

59.2

-

T he domestic demand is too low for our products

3.7

-

11.8

-

15.2

-

T here are specific and favorable export incentives to this country

3.7

-

0.0

-

14.6

-

T o do business with a subsidiary of the parent firm in this country

0.0

-

0.0

-

6.7

-

Other

0.0

-

0.0

-

4.3

-

Most important reason to export to Maghreb

Most important reason to export to EU
T he desire to expand our business

42.9

46.8

61.5

38.1

0.0

0.0

T o do business with a subsidiary of the parent firm in this country

28.6

12.8

0.0

7.1

8.2

19.0

T he domestic demand is too low for our products

21.4

17.0

23.1

11.9

8.2

3.1

T o diversify the business’ risk

7.1

8.5

0.0

-

0.0

0.0

T he foreign demand for the type of goods produced by our firm is high

0.0

12.8

15.4

31.0

56.2

62.0

T here are specific and favorable export incentives to this country

0.0

2.1

0.0

9.5

17.8

13.4

Other

0.0

0.0

0.0

2.4

9.6

2.5

T he desire to expand our business

63.6

58.5

66.6

70.6

0.0

0.0

T o diversify the business’ risk

27.3

24.4

0.0

5.9

0.0

0.0

T he domestic demand is too low for our products

9.1

4.9

16.7

5.9

12.2

11.8

T he foreign demand for the type of goods produced by our firm is high

0.0

9.8

16.7

17.6

61.0

67.6

T here are specific and favorable export incentives to this country

0.0

2.4

0.0

0.0

20.7

14.7

Other

0.0

0.0

0.0

0.0

6.1

5.9

Most important reason to export to other countries

Nb. EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb.
Source: RI Survey data (2009-2010), World Bank

Table 4. 8. Rationale for first time direct export by destination market and sector (C.Pct.)
Firms from…

Algeria
Manufacturing Services

Most important reason to export to Maghreb
T he desire to expand our business
T o diversify the business’ risk
T he foreign demand for the type of goods produced by our firm is high
T he domestic demand is too low for our products
T here are specific and favorable export incentives to this country
T o do business with a subsidiary of the parent firm in this country
Other
Most important reason to export to EU
T he desire to expand our business
T o do business with a subsidiary of the parent firm in this country
T he domestic demand is too low for our products
T o diversify the business’ risk
T he foreign demand for the type of goods produced by our firm is high
T here are specific and favorable export incentives to this country
Other
Most important reason to export to other countries
T he desire to expand our business
T o diversify the business’ risk
T he domestic demand is too low for our products
T he foreign demand for the type of goods produced by our firm is high
T here are specific and favorable export incentives to this country
Other

Source: RI Survey data (2009-2010), World Bank
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Morocco
Manufacturing Services

Tunisia
Manufacturing Services

63.0
18.5
11.1
3.7
3.7
0.0
0.0

-

80.0
0.0
13.3
6.7
0.0
0.0
0.0

50.0
0.0
0.0
50.0
0.0
0.0
0.0

0.0
0.0
56.6
17.1
17.1
5.4
3.9

0.0
0.0
61.4
11.4
9.1
13.6
4.5

45.9
16.4
18.0
8.2
9.8
1.6
0.0

-

44.2
5.8
13.5
0.0
26.9
7.7
1.9

33.3
0.0
33.3
0.0
33.3
0.0
0.0

0.0
17.0
3.9
0.0
58.7
15.0
5.3

0.0
7.9
7.9
0.0
71.1
10.5
2.6

58.8
25.5
5.9
7.8
2.0
0.0

100.0
0.0
0.0
0.0
0.0
0.0

69.2
3.8
7.7
19.2
0.0
0.0

66.7
0.0
33.3
0.0
0.0
0.0

0.0
0.0
13.6
56.8
23.5
6.2

0.0
0.0
7.7
71.8
12.8
7.7

146. Results are similar at the sector level (Table 4. 8). For Moroccan and Tunisian
firms, whether in manufacturing or services, key triggers to export typically include the
desire to expand their own business and a perception that the foreign demand for their
products is high. For Algerian firms, irrespective of the sector, the key motive is a desire to
expand the business.
Why do current non-exporters choose to not export?
147. The mirror image of exporting is non-exporting. It is also important to understand
better why some firms in the region decide not to export, especially in the light of the
multiplicity of incentives and trade agreement which exist in the region (see Chapter 3).
Hence, the focus is now on firms belonging to the NE category, i.e. firms that do not
export at all67 (Chart 4. 2).
Chart 4. 2. Primary reason of Non Exporters for not exporting by country of origin (Pct.)
Algerian firms
25.0

22.7

18.7

20.0

14.7

15.0

9.3

10.0

6.7
5.3
4.0

5.0

4.0

4.0

2.7

2.7
1.3

1.3

1.3

1.3
0.0
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- In the Tunisia survey, questionnaires do not ask the last three statements for this question. Hence, they have been grouped in the
“Other” response category. Therefore, the Tunisia results must be considered as specific to Tunisia and cannot be stricto-sensu compared
to the other countries.
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Weak implementation of regional trade
agreements

Other

Cumbersome admin. proc. in importing
country

Tariffs or quotas

Low demand

Inadequate info. from your country’s
export prom. Office

Cost of designing exportable products

Lack of exports finance mechanisms

Marketing and other distribution cost

Cost of transporting goods

Small size of your company

Concerns about meeting shipping schedules

High export risk

Satisfied with current profitability

Testing / certification costs

Not yet ready to export

0.0

3.8
3.8

65
3.8

0.0
0.0
0.0

Weak implementation of regional trade
agreements

0.0
0.0
0.0
0.0
0.0
0.0

15.0

Nb.
Non Exporting (NE) firms only.

Source: RI Survey data (2009-2010), World Bank

148. In Algeria, the first reason why firms do not export is because they are not ready to
do so (22.7 percent of NEs), then because testing and certification costs are too high (19
percent of NEs) and finally because they are already satisfied with the current viability of
Cost of designing exportable products

Testing / certification costs

Concerns about meeting shipping schedules

Cost of transporting goods

Marketing and other distribution cost

Inadequate info. from your country’s
export prom. Office

Lack of exports finance mechanisms

0.0

Other

0.0

Cost of transporting goods

1.9

Testing / certification costs

1.9

Tariffs or quotas

3.8

Concerns about meeting shipping schedules

0.0
Weak implementation of regional trade
agreements

Other

High export risk

Small size of your company

3.2

Cumbersome admin. proc. in importing
country

5.0
3.8
3.2

Inadequate info. from your country’s
export prom. Office

5.8

Tariffs or quotas

3.2

Marketing and other distribution cost

10.0
Cumbersome admin. proc. in importing
country

5.0

Cost of designing exportable products

20.0

Lack of exports finance mechanisms

50.0
Satisfied with current profitability

20.0

High export risk

25.0

Not yet ready to export

Low demand

40.0

Small size of your company

Low demand

(Chart continued)

Moroccan firms
45.0

38.8

35.0

30.0

22.6

15.0
16.1

10.0
9.7

3.2

0.0

Tunisian firms

45.0
46.2

40.0

35.0

30.0

25.0

15.4

9.6

their establishment (about 15 percent of NEs). In Morocco, the first reason why firms do
not export is because they estimate that the demand for their product abroad is low (39
percent of NEs), because they are not ready to export (23 percent of NEs) and finally
because they are already satisfied with the current viability of their establishment (16
percent of NEs). Hence, in the two countries, risk aversion and self selection out are
common factors while export compliance costs and demand factor are more country
specific.
149. Constraints are a bit different in Tunisia. Although 46 percent of firms report that
the low demand is the main reason why they have chosen not to export, the second most
important reason is a capacity constraint, as 15.4 percent of NE firms report the small size
of the company and therefore its ability to serve export markets. Finally, the perceived high
risk of the export process appears to be a constraint (for about 6 percent of NEs).
2.3. Probability of firms to become an exporter.
150. This section provides a brief synthesis of the reasons for becoming an exporter,
through a serie of probit models estimated over various subsamples.
Methodology
151. A sample limitation arises when estimating the probability of firms to export and
has to be taken into account to better interpret results. Two different surveys were
performed in Morocco and Algeria on one hand and in Tunisia on the other. Many
questions of the Algeria and Morocco surveys were not asked during the survey in Tunisia,
especially questions related to the investment climate. Hence, when running estimations on
the three sub-samples, variables such as infrastructure or specific business constraints
cannot be included. Hence, as before, it will always be specified if Tunisia is included or
not in the regression results. Classically, estimates are made through several rounds of
addition of variables.
Probability of exporting
152. Table 4.9 presents the results of a probit model in which the probability to export is
explained by several sets of explanatory variables, including controls for firms’ size,
industries and countries.
153. The first specification includes only some standards firms’ characteristics such as
age, location and ownership and some extra variables related to firms’ manager
characteristics (level of education and a previous job experience in an exporting firm). This
basic three countries sample estimate serves as a benchmark.
154. The second specification is more complete and estimated on Algeria and Morocco
data, as not all the required data appeared in the Tunisia sample. This full specification
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controls i) for an investment climate constraint that may matter a lot when it comes to
exporting decision (Customs and Trade Regulations), ii) includes selected infrastructure
constraints that may prevent firms to export (transportation constraints, electricity supply,
water supply, and telecommunication). It also include the fact that some firms may be
constrained on the domestic credit market which may affect their chances to succeed on
foreign markets. Finally, other firms’ characteristics that capture the degree of modernity
of the production process are included. Hence, the complete specification also controls for
the fact that firm have an internet access, an ISO certification or use a technology licensed
from a foreign owned company.
155. Focusing on the whole sample (first column), the probability of becoming an
exporter seems to be positively affected by the youth of the firm (the lower the age variable
the higher the probability of exporting), foreign ownership, the level of education of firm’s
managers and previous export experience. These results are fairly common when
estimation this type of specification. A full specification which includes more precise
variables but excludes the Tunisia sub-sample give rise to sharper implications (second
column). The probability of becoming an exporter seems to be positively affected (again)
by the youth of the firm and the previous exporting experience of the manager (in years).
Domestic infrastructures68 and technology variables are not significant while access to
credit matter when it comes to exporting. Indeed, firms that have access to overdraft
facilities have a significantly higher probability to export.
156. In columns 3 to 6, the same specifications are used to explain whether that a firm
belongs to the first (EMW) or the second trade category (EOM). Firms belonging to the
first trade category export their production to both the Maghreb region and other regions of
the world, while firms from the second category do not export in the Maghreb region.
157. EMW firms, First, for the 3 countries sample (column 3), firms’ characteristics are
no more significant to explain the probability of being an EMW exporter. The only thing
that matters is the level of education of the firm’s manager. Concentrating on Morocco and
Algeria, again, no domestic infrastructure variable affects significantly the probability to
export worldwide. However, again, firms which desire to export worldwide (i.e. in
Maghreb and outside) seem to be constrained on the credit market as the access and the
cost of financing constraint decrease significantly the probability to do so. Finally, we
observe that having an ISO certification and beneficiating from a specific export financing
facility increases the probability that a firm belongs to the first EMW category.

68

- The perceived quality of domestic infrastructures does not affect the decision to export in this sample. Moreover, electricity supply is
a constraint in the view of entrepreneurs increases significantly the probability to export. This is interpreted as reflecting the degree of
reliance of firms’ technology on electricity supply. In other words, because of this selection bias, exporting firms already rely heavily on
electricity and so perceive the latter as their main problem to business operation and growth, hence the positive correlation.
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Table 4. 9. Probability of exporting, firm characteristics and domestic investment climate constraints.
Probability of being an
exporter
(Full sample) (No Tunisia)

Probit

Probability of being an EMW
exporter
(Full sample)
(No Tunisia)

Probability of being an
EO M exporter
(Full sample) (No Tunisia)

Firms’ Characteristics
Age
Capital City dummy
Foreign dummy
Managers’ Characteristics
Highest School Level (from 1 to 11)
Previous firm exports dummy

-0.010
(2.46)**
0.144
(0.8)
0.622
(3.00)***

-0.013
(1.74)*
0.503
(2.22)**
0.087
(0.28)

0.001
(0.2)
0.04
(0.34)
-0.251
(0.84)

-0.002
(0.28)
0.046
(0.3)
0.472
(0.92)

-0.01
(2.09)**
0.143
(1.08)
0.621
(2.24)**

-0.017
(2.00)**
0.449
(2.37)**
-0.22
(0.49)

0.068
(2.21)**
0.600
(3.68)***

0.094
(1.35)
0.626
(2.42)**

0.058
(3.12)***
0.152
(1.08)

0.009
(0.15)
-0.016
(0.08)

0.012
(0.33)
0.37
(3.41)***

0.113
(1.41)
0.433
(1.72)*

Investment Climate Constraints
Customs and T rade Regulations are Major/Severe Constraints
(dummy)
Infrastructure Constraints
T ransportation is Major/Severe Constraint (dummy)
Electricity is Major/Severe Constraint (dummy)
Power Outage dummy
Insufficient water supply dummy
T elecommunications are Major/Severe Constraints (dummy)
Unavailable mainline telephone service dummy
Access to Credit
Access and cost of financing are Major/Severe Constraints
(dummy)
Line of credit dummy
Overdraft Facility dummy

0.166
(1.16)

-0.272
(0.97)

0.433
(1.77)*

-0.182
(0.81)
1.494
(2.50)**
-0.112
(0.42)
0.057
(0.21)
-0.227
(0.51)
-0.169
(0.79)

0.206
(0.64)
-0.856
(1.48)
0.222
(0.91)
0.169
(0.5)
0.434
(0.52)
-0.374
(1.3)

-0.294
(0.95)
1.928
(5.74)***
-0.237
(1.08)
-0.016
(0.1)
-0.375
(0.58)
0.148
(0.61)

0.012
(0.04)
-0.191
(0.53)
0.47
(2.82)***

-0.781
(2.84)***
-0.304
(0.93)
-0.18
(0.61)

0.47
(2.05)**
-0.053
(0.23)
0.454
(2.37)**

-0.294
(0.8)
0.307
(1.17)
0.127
(0.34)

0.189
(0.49)
0.718
(2.77)***
0.322
(0.85)
0.143
(0.52)
0.959
(3.05)***
-0.987
(1.70)*
Yes
Yes
Yes
195

-0.48
(2.17)**
-0.064
(0.25)
-0.331
(1.32)
0.332
(1.09)
0.254
(0.75)
-0.284
(0.3)
Yes
Yes
Yes
221

O ther Firms’ Characteristics
Internet Access dummy
ISO Certification dummy
Use technology licensed from a foreign-owned company dummy
EPZ dummy
Export financing facilities dummy
Constant

-2.204
-1.438
-1.373
(4.35)***
(2.36)**
(2.67)***
Firm Size Dummies
Yes
Yes
Yes
Industry Dummies
Yes
Yes
Yes
Country Dummies
Yes
Yes
Yes
Observations
520
221
515
Absolute value of robust z statistics in parentheses; standard errors are clustered at the country-industry level.
* significant at 10%; ** significant at 5%; *** significant at 1%

-2.063
(3.83)***
Yes
Yes
Yes
513

158. EOM firms. The same specification is used to explain the probability of belonging
to the second trade category (i.e. exporting only outside the Maghreb region). Over the
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three countries sample, results are quite different from the previous. Indeed, here, the main
firms’ characteristics matters. In general, younger firms owned by foreign company have a
greater probability to export outside the region. Turning to the full specification and
focusing on Moroccan and Algerian firms stresses the fact that being located in the capital
city and a young firm increases significantly the probability to export outside the region.
Contrary to what we just found, the level of education of firm’s directors does not matter,
but his previous experience in an exporting firm does. Once again, access to finance
constraints matter, as firms which have an overdraft facility tend to belong more to the
second trade category.

III. CONSTRAINTS TO EXPORTS.
159. This section addresses more in details the issue of the perceived constraints faced
by current exporters, whether be it in their home country or in the export market. The
objective is to narrow a set of issues that hinder exports by Maghreb firms, inside and
outside the region.
Intensity by class of constraints.
160. Chart 4.3 provides a synthesis of firm’s constraints. Items are grouped into five
categories: product or market issues, export or import procedures, taxes and regulations
concerns, inputs (costs and access) issues, and business environment and legal framework
limitations69. Chart 4. 3 presents, for each category, the average score of each category and
ranges between 1 (No Obstacle) and 5 (Very Severe Obstacle). Doing so allows taking into
account the magnitude/intensity of the constraints over the sample and not just the
proportion of firms quoting an obstacle.
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- As shown in the table, these broad groupings include the following detailed constraints:



Product or market issues: Product quality regulations, Testing and certification, Consumer safety regulations, Product labeling
regulations, Health/environment regulations, Restrictions on after-sales services, Price controls or administered pricing;



Export or import procedures: Pre-shipment controls, Import licensing, Import quota or prohibitions, Customs procedures, Statetrading monopoly or state control, Cargo handling and port procedures or requirements;



Taxes and regulations concerns: Restrictive foreign exchange allocations, High or discriminatory taxes or charges, Subsidies or tax
benefits given to competing domestic firms in destination market;



Inputs (costs and access) issues: Lack of export financing, Lack of export guarantee mechanisms, Lack of export incentives, Lack
of information on regulations in export market, Lack of support to prospect new markets, Transport services expensive, Transport
services work poorly;



Business environment and legal framework limitations: Government procurement procedures, Informal payments required to
export your product, Application of existing trade agreements.
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161. The focus is first on Algerian exporting firms (Chart 4. 3). These firms report
facing heavy constraints in their country of origin, especially obstacles linked to Inputs
(costs and access), Taxes and regulations and Export/Import procedures. Broad
constraints are also important in destination markets and relate to Product or market
issues, again Export/Import procedures, and Business environment and legal framework
limitations.
Chart 4. 3. Intensity of categories of constraints for exporters by country of origin of the firm.
3.50
3.00
2.50
2.00
1.50
1.00
0.50

0.00
Origin country

Destination country
Algeria

Product/Market

Export/Import procedures

Origin country

Destination country

Origin country

Morocco
Taxes and regulations

Inputs (costs and access)

Destination country
Tunisia

Business environment and legal framework

Source: RI Survey data (2009-2010), World Bank

162. Moroccan exporting firms appear to be the least constrained as their average score
per broad constraint never go above 2.5 (over a possible maximum of 5). The two top
categories of constraints for Moroccan firms are the same, in the country of origin and the
destination market. These are Taxes and related regulations and Inputs (costs and access).
163. Like what was observed for Algerian firms, Tunisian firms suffer a lot from costs
and Inputs (costs and access) issues in the country of origin (score of 2.98), but also in the
destination country (2.99). Of importance in the origin country are constraints related to
Product/Market concerns and Export/Import procedures. The latter are also a key
constraint on destination markets.
Most important constraint to exports by destination markets
164. Among the huge set of possible issues within the previous categories, exporting
firms were requested to indicate which one constituted the main or first obstacles that
constrained their exports in each country/area. It must be noted that the survey performed
in Tunisia explores also this dimension but the set of possible answers is wider and not
strictly comparable to Algeria and Morocco. Individual country results for exporting firms
(EOM and EMW type) are presented in Annex 6 (Table A.6. 4-6) while Table 4.10
provides a summary.
165. In Algeria, governments’ procurement procedures (in the destination countries,
except for the EU-27) as well as the lack of export financing (available in Algeria) and
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health/environment regulations (in the destination country) are key obstacles which limit
the volume of exports to most locations. The later are an issue for exports to Tunisia, EU
and other countries, the issue being the most important for exports to the EU (quoted by 31
percent of the firms). The lack of support to prospect new markets, which refers to
perceived limitations of export promotion institutions, is important for exports to Morocco
and the EU-27. Finally, competition is perceived as biased due to subsidies or tax benefits
received by domestic firms in some destination markets like the EU-27 and Morocco.
Table 4. 10. 2008-2009 most important constraints to exports by destination markets.
Algeria

Morocco

Tunisia

EU

na

Lack of export financing

Lack of export financing

Lack of export financing

O thers

Firms from Algeria that export to….
O rigin Country

Lack of support to
prospect new markets
Destination Country

na

Health/environment
regulations
Restrictions on after-sales

na

Algeria

Government procurement
procedures
Morocco

services
Government procurement
procedures
Tunisia

Customs procedures

na

Lack of export financing

na

Health/environment
regulations
Subsidies or tax benefits
given to competing
domestic firms

Health/environment
regulations

EU

Government procurement
procedures
O thers

Lack of export financing

Lack of export financing

Firms from Morocco that export to …
O rigin Country

Lack of support to
prospect new markets

Destination Country

Import quota or
prohibitions
Customs procedures

na

High or discriminatory
taxes or charges
Application of existing
trade Agreements

na

na

na
Maghreb

High or discriminatory
taxes or charges
Application of existing
trade Agreements

High or discriminatory
taxes or charges

EU

High or discriminatory
taxes or charges
Application of existing
trade Agreements
O thers

Firms from Tunisia that export to …
Lack of support to
prospect new markets
T ransport services
expensive
T ransport services work
poorly

O rigin Country

Destination Country

Product quality regulations

Product quality regulations

Customs procedures
Lack of export financing

Nb. Constraints quoted by more than 8 percent of the firms. Current exporters only in 2008-09. Based on Annex Tables A.6.4 to A.6.6.
Source: RI Survey data (2009-2010), World Bank

166. For Moroccan firms, customs procedures (either domestic or on the destination
market), the application of existing trade agreements, import quota or prohibitions (often
an issue of proper classification of goods) and taxation (from the receiving countries) are
the main constraints faced by firms when exporting to Algeria. The latter, is also an
important constraint for exports to all markets, as is the application of existing trade
agreements (with the exception of the EU-27). Locally, the main obstacle that restricts
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export is also the lack of export financing for operations to Tunisia, the EU-27 and other
destinations. Product quality regulations are an issue when exporting to the EU-27.
167. Finally, in Tunisia, firms exporting to the neighboring countries complain mostly
about cumbersome customs procedures (roughly 15 percent of surveyed firms quote it as
the most important issue) and also product quality regulations (8.4 percent of the firms).
The later is also an important issue for exports to the EU-27 as is the lack of export
financing70.
Most important constraint to exports by sector
168. The constraints underlined before apply to all classes of exporters. It is interesting
to note that at the broad sector level (i.e. manufacturing and services sector), there are
some non negligible differences, as show by Tables 4.11-13 which present the main export
constraints by destination markets across sectors.
169. Exports to Maghreb (Table 4.11). In Algeria, manufacturers feel essentially
constrained by the lack of export financing at home while foreign governments
procurement procedures and health environment regulations are key issues on destination
markets. For services firms, on the contrary, the key constraint is the lack of support to
prospect new markets. Moroccan manufacturers are chiefly concerned by a lack of export
financing at home and taxation issues on destination markets. The later concern is shared
by services firms which also point to the uneven application of existing trade agreements
as a key issue. In Tunisia, manufacturers feel constrained by customs procedures within
Maghreb and product quality regulations while services firms – as their Algerian
counterparts – complain about a lack of support to prospect new markets and a lack of
open competition on destination markets.
170. Exports to EU (Table 4.12). In Algeria, manufacturers feel essentially constrained
by the lack of export financing and a lack of support to prospect new markets while on
destination markets, they complain about health/environment regulations and the subsidies
or tax benefits given to competing firms. For services firms, on the contrary, the key
constraint is still the lack of support to prospect new markets. Moroccan manufacturers are
still chiefly concerned by a lack of export financing at home and taxation issues on
destination markets. Services firms however point to product quality regulations as a key
issue. In Tunisia, manufacturers feel constrained by a lack of export financing and product
quality regulations. Services firms however are chiefly constrained, besides export
financing, by testing/certification issues and issues of unfair competition on this
destination market.
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- Financing of exports is a well known issue in Tunisia, especially for smaller SMEs and new exporters. Available survey data from
the statistical office show that Tunisian companies typically consider access to and cost of bank financing to be two of the greatest
barriers to their growth. At the export level, in Tunisia - like in many other countries - SMEs were particularly affected by the global
financial crisis, and export diversification was made more difficult. In Tunisia, in April-May 2009, 34 percent of the surveyed firms
reported that access to pre-export financing was a problem (World Bank 2009b). Until 2009, the banking system in Tunisia appeared as
well-capitalized in local currency and had not experienced liquidity constraints since the onset of the crisis, therefore such results could
be explained by the fact that Banks had been implementing more stringent lending requirements.
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Table 4. 11. 2008-2009 most important constraints to exports to Maghreb by sector.
Exports to Maghreb
Manufacturing

Services

11.39%

0.00%

Lack of support to prospect new markets

6.33%

100.00%

Lack of export incentives

2.53%

0.00%

Government procurement procedures

44.30%

0.00%

Health/environment regulations

13.92%

0.00%

Subsidies or tax benefits given to competing domestic firms

7.59%

0.00%

Consumer safety regulations

6.33%

0.00%

Restrictions on after-sales services

5.06%

0.00%

Import quota or prohibitions

1.27%

0.00%

Customs procedures

1.27%

0.00%

40.00%

0.00%

Customs procedures (origin)

6.67%

0.00%

Lack of support to prospect new markets

6.67%

0.00%

High or discriminatory taxes or charges

20.00%

50.00%

Customs procedures (destination)

13.33%

0.00%

Import quota or prohibitions

6.67%

0.00%

Application of existing trade Agreements

6.67%

50.00%

T ransport services expensive

5.11%

2.50%

Lack of export financing

3.65%

2.50%

Lack of export guarantee mechanisms

2.92%

2.50%

Lack of export incentives

2.92%

0.00%

Lack of support to prospect new markets

2.92%

12.50%

Customs procedures

17.52%

5.00%

Product quality regulations

10.95%

2.50%

Algeria
O rigin country
Lack of export financing

Destination country

Morocco
O rigin country
Lack of export financing

Destination country

Tunisia
O rigin country

Destination country

Open competition

5.11%

17.50%

T esting and certification

4.38%

0.00%

Price controls or administered pricing

4.38%

0.00%

High or discriminatory taxes or charges

3.65%

2.50%

Source: RI Survey data (2009-2010), World Bank
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Table 4. 12. 2008-2009 most important constraints to exports to EU by sector.
Manufacturing

Services

Algeria
O rigin country
Lack of export financing

16.28%

0.00%

Lack of support to prospect new markets

10.47%

100.00%

Lack of export incentives

8.14%

0.00%

Import licensing

1.16%

0.00%

T ransport services expensive

1.16%

0.00%

Health/environment regulations

31.40%

-

Subsidies or tax benefits given to competing domestic firms

10.47%

-

Government procurement procedures

8.14%

-

Consumer safety regulations

6.98%

-

Restrictions on after-sales services

1.16%

-

High or discriminatory taxes or charges

1.16%

-

T ransport services expensive

1.16%

-

Informal payments required to export your product

1.16%

-

Other

1.16%

-

Destination Country

Morocco
O rigin Country
19.15%

-

High or discriminatory taxes or charges

Lack of export financing

4.26%

-

Lack of export incentives

4.26%

-

Lack of support to prospect new markets

4.26%

-

T ransport services expensive

4.26%

-

Pre-shipment controls

2.13%

-

Lack of export guarantee mechanisms

2.13%

-

Destination Country
High or discriminatory taxes or charges

17.02%

0.00%

Product quality regulations

8.51%

33.33%

Health/environment regulations

6.38%

0.00%

Import licensing

6.38%

0.00%

T ransport services expensive

4.26%

33.33%

Other

4.26%

0.00%

Consumer safety regulations

2.13%

0.00%

Product labeling regulations

2.13%

0.00%

Pre-shipment controls

2.13%

0.00%

Import quota or prohibitions

2.13%

0.00%

Restrictive foreign exchange allocations

2.13%

0.00%

Subsidies or tax benefits given to competing domestic firms

2.13%

0.00%

Application of existing trade Agreements

0.00%

33.33%

9.47%
8.88%
2.96%
2.96%

9.52%
4.76%
0.00%
4.76%

18.93%
8.88%
6.51%
4.73%
4.73%

4.76%
0.00%
14.29%
14.29%
0.00%

Tunisia
O rigin country
Lack of export financing
T ransport services expensive
Pre-shipment controls
Restrictive foreign exchange allocations
Destination country
Product quality regulations
High or discriminatory taxes or charges
Open competition
T esting and certification
Customs procedures

Source: RI Survey data (2009-2010), World Bank
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Table 4. 13. 2008-2009 most important constraints to exports to “Other” countries by sector.
Exports to O the r Countrie s
Manufacturing
Se rvice s
Alge ria
O rigin country
Lack of export financing
Lack of support to prospect new markets
Lack of export incentives
Customs procedures
Lack of information on regulations in export market
De stination Country
Government procurement procedures
Health/environment regulations
Subsidies or tax benefits given to competing domestic firms
Consumer safety regulations
Restrictions on after-sales services
Lack of information on regulations in export market

9.52%
5.95%
3.57%
1.19%
1.19%

0.00%
100.00%
0.00%
0.00%
0.00%

41.67%
17.86%
8.33%
4.76%
3.57%
2.38%

-

Morocco
O rigin Country
Lack of export financing

21.74%

-

Lack of support to prospect new markets

13.04%

-

Pre-shipment controls

4.35%

-

Cargo handling and port procedures or requirements

4.35%

-

Restrictive foreign exchange allocations

4.35%

-

T ransport services expensive

4.35%

-

De stination Country
High or discriminatory taxes or charges

13.04%

0.00%

T esting and certification not recognized

4.35%

0.00%

Consumer safety regulations

4.35%

0.00%

Health/environment regulations

4.35%

0.00%

Import licensing

4.35%

0.00%

Import quota or prohibitions

4.35%

0.00%

Subsidies or tax benefits given to competing domestic firms

4.35%

0.00%

Lack of information on regulations in export market

4.35%

0.00%

Application of existing trade Agreements

4.35%

66.67%

T ransport services expensive

0.00%

33.33%

T ransport services expensive

18.42%

4.76%

Lack of support to prospect new markets

Tunisia
O rigin country

13.16%

4.76%

T ransport services work poorly

5.26%

14.29%

Lack of information about exporting market regulation

3.95%

9.52%

Customs procedures

9.21%

0.00%

Open competition
Product quality regulations

6.58%
5.26%

14.29%
0.00%

De stination country

Source: RI Survey data (2009-2010), World Bank
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171. Exports to “Other countries” (Table 4.13). In Algeria, manufacturers feel
essentially constrained by the lack of export financing and the lack of support to prospect
new markets at home while foreign government’s procurement procedures and health
environment regulations are key issues on destination markets. For services firms, again,
the key constraint is the lack of support to prospect new markets. Moroccan manufacturers
are chiefly concerned by a lack of export financing at home and taxation issues on
destination markets. Services firms also point to the uneven application of existing trade
agreements as a key issue. In Tunisia, manufacturers feel constrained by customs
procedures on destination markets, a lack of support to prospect new markets and the high
cost of transport (which in this case refers mostly to exports to the African markets) while
services firms complain about a lack of open competition on destination markets.
Most important constraint to exports for selected subsectors.
172. Chart 4.4 goes at a lower level of detail, by focusing on three selected subsectors
(one per country) and a specific destination market. The choice of sector has been dictated
by the sample structure (i.e. the obligation to have a large enough number of observations)
and the interest of each sector.
173. Algerian exports of food and beverage in Maghreb. Although still small and a
marginal exporter due to a past focus on an import-substitution strategy, Algerian agro
industry is considered as a priority for the future, and the GoA aims - among other
objectives - to develop exports from the sector. Hence, it is interesting to have a better
knowledge of the constraints perceived by exporters. Algerian exporters in this area
complain about government procurement procedures which prevent them to bid on
foreign contracts, a lack of export financing and stringent health/environment
regulations.
174. Moroccan exports of garments to the EU. Manufacturing is dominated by the
garments and textile sector. Ready-made garments and knitwear production represents
around 30 percent of manufactured goods exported. Since the 2000s, the sector has faced
serious difficulties; first with increased competition from lower-cost producers following
the ending in 2005 of the Multi-Fiber Arrangement (which had protected Moroccan textile
exports to the EU) and second with the reduction in European demand that followed the
2008-09 worldwide economic crisis. In this context, it is especially interesting to know
about perceived hurdles by exporters to the EU market. According to the subsample of
exporters in the subsector, most important constraints to exports to the EU include: a
lack of export financing, health/environment regulations, high or discriminatory
taxes or charges and product quality regulations.
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Source: RI Survey data (2009-2010), World Bank
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Signaling supports
verification procedures

Value added tax regulation
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Creditworthiness
conditions

High selling price

Government procurement
procedures

Transport services work
poorly

14%

Lack of export guarantee
mechanisms

Import licensing

Testing and certification not
recognized

Lack of export guarantee
mechanisms

Other

Transport services expensive

Product quality regulations

High or discriminatory taxes or
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30%

Lack of export financing

Health/environment regulations

Lack of export financing

Lack of export
incentives

Consumer safety
regulations

Lack of support to
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Health/environment
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Chart 4. 4. Most important constraint to exports for selected subsectors.
Algeria - Food and Beverage Exports to Maghreb

Morocco - Garments Exports to EU-27

25%

20%

15%

10%

5%

0%

Tunisia - IT Exports to Maghreb

12%

10%

8%

6%

4%

2%

0%

175. Tunisia ICT exports to Maghreb. According the 2010-11 Global IT report (WEF
2011), Tunisia is a leader in North Africa in the ICT area. The country’s main competitive
advantage when it comes to leveraging ICT advancements is to be found in the notable
levels of readiness and preparedness for using ICT of all national stakeholders, led by a
public sector that has strongly focused on ICT as a key competitiveness tool over the last
20 years (WEF 2011). Exports to the Maghreb area are an area of potential growth for this
sector in Tunisia. According to the subsample of exporters in the subsector, key
constraints to export include a lack of support to prospect new markets,
closed/captive destination markets and a closely related issue of lack of open
competition.

IV. CONCLUSION.
176. This chapter reports results from survey data in three Maghreb countries and
focused largely on analyzing the exporting status of firms and obstacles to exports, both in
the region and outside.
177. The data suggest that the decision to become an exporter is largely motivated by a
desire to expand the firm and an expected high demand for goods produced by the firm.
The status of non exporters is explained partly by a form of self selection by firms and
some compliance costs. An econometric exercise casts further light on the probability of
becoming an exporter, a prerequisite to increase trade integration, both within the region
and outside. What comes out is that the exporting status of firms depends on personal
characteristics of managers (whether be it their education or prior experience in an
exporting firm), some firms characteristics (such as the age of the firm, foreign ownership
or the presence of certification…) and the ability of the firm to obtain financing (export
financing or overdrafts).
178. Going more into details of the type of constraints that hamper the volume of
exports, data suggest key constraints include product/market issues (recognition abroad of
testing/certifications, safety and health standards), trade facilitation issues such as cargo
handling and pre-shipment controls, and other issues such as the availability of financing
and a lack of support to prospect new markets.
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5

SYNTHESIS AND RECOMMANDATIONS

179. Maghreb countries face major development challenges. Facing these implies inter
alia to foster growth and therefore to raise living standard in an inclusive way. Further
integrating Maghreb countries among themselves and opening up the region to the rest of
the world are two complementary avenues to eventually create the conditions for higher
and more diversified growth in Maghreb. Besides a process of deeper integration with the
world economy, consensus is now growing that the sub-region could further improve its
economic performance through a simultaneous parallel regional integration (World Bank
2010); as such a dual strategy would have a more positive impact on GDP and incomes
than intra-regional integration alone.
180. However, a lot remains to be done. In effect, Maghreb is a small region in
economic term with a duality of member countries, although all are labor abundant, Libya
and Algeria economies largely depend on natural resources while Morocco and Tunisia’s
economies are more diversified with a significant manufacturing base. Despite such deep
structural features, the region has gone through important changes in the trade area during
the 2000s which are in a way a decade of catch up - until at least the 2009 financial crisis
and the 2010-11 waves of revolutions. In effect, overall integration to the world economy
improved through increased exports of goods and services during the 2000s. Although the
former was mostly driven by oil exports, the latter is also partially based on a significant
increase in exports of computer, communications and other services, and transport
services. In terms of FDI, M&A and Greenfield investment drove an increase in inflows
during the 2000s which implies that the stock of FDI in the region now compares favorably
to several other groupings.
181. However, while Maghreb’s integration with the world economy improved, regional
integration seems to have improved much less. Although intra-regional merchandise
exports and imports within Maghreb have been increasing since the late 1990s, their
current level is still below the level reached by other regional groupings. In addition, this
limited improvement has not yet fundamentally changed the basic patterns of intraregional
trade in Maghreb. On all measures of intraregional trade performance, Maghreb is still
very far from being truly integrated: trade complementarity across countries remains low,
market and product concentration remains high, export of dynamic product is mostly based
on fuels which are exported outside the region, and intra-industry trade is lower for
Maghreb than for other regional groupings.
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182. Such an outcome can be explained among other things71 by a regulatory framework
which still has many deficiencies and by specific obstacles that firms meet, either in their
home country or on destination markets. In the trade area, protection levels are still high on
a comparative basis and NTBs are important, and while the web of existing intra-regional
trade agreements is supposed to help in this matter, it has not yet met expectations. Then,
depending on each country case, restrictions remain in several areas. For FDI, the situation
is similar. Countries have put in place a complex set-up of institutions and regulations but
non-negligible issues remain. Finally, overall taxation remains high in the region while
labor regulation show restrictive characteristics.
183. Survey data used in the report cast some light on the behavior of firms in the region
and the type of detailed constraints they face. Hence, one of the key motives for firms to
export is the desire to expand their operations which gives additional rationale to foster
regional integration. Furthermore, increasing trade integration - with the world and within
the region - will also require i) to further develop a larger class of exporting firms and ii) to
remove/soften some specific trade barriers which prevent current exporters to export more.
Proposals for a better integration of Maghreb, both at the international and regional
level.
184. Improving regional and worldwide integration for Maghreb countries calls for a set
of strategic actions at different levels: country, region, institutions and regulations, firms.
Given the extent of possible courses of actions, there is however a need to set clear
priorities on the basis of the constraints given by firms. Therefore, this report proposes to
focus on selected priority areas of reform according to two strategic axes72: improvements
in the regulatory framework and improvements in firm’s ability to become exporters and
export more.
185. Improving the regulatory framework. The objective here would be to develop
trade and foster FDI, both at the regional and international level. Although each of these
measures has to be implemented at the country level, coordination is required and could be
done through one of the existing regional trade agreement. Independently of the
coordinating body, the process would imply to i) update and catalog all
measures/regulations/text in each area, ii) discuss among stakeholder (governments, local
private sector, foreign firms/associations of foreign investor, civil society) to reach a
consensus, and iii) agree on an implementation schedule and proceed.

71

- There are obviously other causes which prevent increased further integration of Maghreb, such as logistical bottlenecks, lack of
diversification of the production base, political considerations, exchange rate policies… which are not touched upon in this report as the
focus is here on the micro economy of the problem. For more details on this, see World Bank (2010).
72

- Another important axis would be to develop and improve transport and logistics inside the region. This area is not addressed here as
it is covered in another World Bank report specifically dedicated to this topic. It is an integral part of the measures to be taken to
improve integration.
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186. Improving firm’s ability to become exporters and export more. Develop firm’s
ability to become exporters. In this area, several types of measures in terms of training
and access to finance for exporters (which already exist in each country) would need to be
made more effective. This could be implemented through private sector organizations,
Chambers of Commerce, Export Promotion Agencies… Each program should be
developed along best practice guidelines and properly evaluated at regular intervals.
187. Improving firm’s ability to become exporters and export more. Alleviate
constraints on already exporting firms. Actions in this area are in a way the mirror
image in the reduction in NTMs, but more on the compliance side at the firm level, and
include also support institutions to firms. Actions could include:
188. All the proposed actions are detailed in the next table, following the above
framework.
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PROPOSALS
Objective

Issue

Recommendations

I. Improving the regulatory framework to allow for deeper international and intra-regional integration.
Reduction of external tariffs and
convergence towards those of
Asean-5

Reduce the incidence of NTMs

Simplification and harmonization
of repatriation and surrender
requirements for exports.

Removal of all sectoral entry
regulations,

Simplify the acquisition of real
estate for FDI purposes

Although tariffs declined between 2005 and
2009 in Maghreb countries, the overall level
of tariff protection remains high in
comparative terms and country discrepancies
are wide

Rise in NTMs

Restrictions pertain

Restrictions pertain, especially in services

All over the region, acquiring real estate for
productive purposes is an issue.



For each country a reduction in their MFN tariffs (especially tariff peaks) and a common
convergence of these;



To be implemented by the Ministry of Finance and Customs;



All Maghreb countries.



Catalog and remove all unnecessary NTMs which may affect trade, harmonize them as much
as possible across countries of the region, taking as a benchmark EU regulations;



To be implemented under the leadership of respective Ministries in charge of Trade which
would coordinate with technical Ministries (Health, Agriculture…);



All Maghreb countries.



Harmonize across Maghreb countries the required delays of repatriation of export proceeds,
ensure consistency with each country investment codes, and harmonize/simplify regulations
across countries along worldwide best practice;



To be implemented by the Ministry of Finance and the Central Bank of each country;



All Maghreb countries.



Remove ownership thresholds, eventual pre-emption rules, and prior approval requirements for
all sectors;



To be implemented under the leadership of the Ministry of Finance which would coordinate
with technical Ministries (Health, Telecommunications…);



All Maghreb countries.



Each country should i) streamline the administrative structures in charge of land management
and simplify related procedures to makes access to land faster for foreign investors, ii) clarify
whether ownership is permitted/allowed or leases only are allowed (and for which duration),
iii) ensure these disposition are clearly publicized and consistent with existing investment
codes/investment laws;



To be done under the leadership of the institution in charge of FDI promotion in each country;



All Maghreb countries.
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Objective

Compliance with all international
regulations related to intellectual
property rights.

Issue

Different degree of compliance by countries
in the region which creates uncertainty.

.

Harmonize and simplify taxation
system which concern firms.

Harmonize and simplify labor
regulation.

Improve Government
procurement regulations

Overall taxation of firms in the region is
high in comparative terms, in part because of
a relatively high taxation of labor.

Complex labor regulations

Firms complain about the complexity of
these regulations and the fact that as
foreigners they cannot bid on some contracts

Recommendations


Each country should ensure full compliance with all international regulations in the area,
including the EU ones;



To be done under the leadership of the institution in charge of IP in each country;



All Maghreb countries;



Algeria and Libya, when access to WTO is completed, ensure compliance with TRIPS
obligations.



Concerted and coordinated i) harmonization, ii) simplification and iii) progressive reduction in
labor taxation;



To be done under the leadership of the Ministry of Finance and the Ministry of Labor in each
country;



All Maghreb countries.



Revise existing bilateral agreements across countries of the region to allow for the right to
employment to be guaranteed the same way as to nationals and with the same rights and
obligations;



Specific regulations should be modified such as the rules governing i) fixed-term contracts
(which vary widely), ii) redundancy dismissal (obligations to involve third parties and prior
authorization in some cases, retraining/reassignment and priority rules obligations), iii) notice
periods for redundancy and iv) severance payments. These should be simplified, alleviated or
removed as needed;



While doing so, special attention much be given to the fact of maintaining worker’s rights and
proper protection;



To be done under the leadership of the Ministry of Finance and the Ministry of Labor in each
country;



All Maghreb countries.



Harmonize and ensure (as much as possible) a convergence of procurement regulations within
Maghreb countries with an objective of allowing foreign (including Maghreb) firms freer
access to contracts biding processes;



To be done under the leadership of the Ministry of Finance in each country;



All Maghreb countries.
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Objective

Issue

Recommendations

II. Develop firm’s ability to become exporters
Train/retrain on a demand driven
basis firm’s managers in issues
related to access to export market,
including the intraregional market

Firms managers often lack of knowledge in
this area






Alleviate existing constraints,
especially for SMEs, in terms of
access to finance and export
finance, especially for SMEs

Significant impediment to exports







Develop training programs on certifications (ISO 9000/9001, ISO 14000/14001, ISO 22000),
product quality regulations, health and environment regulations, traceability, especially for
SMEs;
To be done by Export Promotion Agencies, Chambers of Commerce, private sector associations
and private consultants;
All Maghreb countries, but a priority area for Algeria.
In the short run, develop guarantee schemes and matching grants with a focus on exports;
All Maghreb countries, but a priority area for Algeria and Morocco;
In the long-run, improve (inter alia) the working of the financial sector by improving collateral
regulations, credit information systems, lending technology;
All Maghreb countries;
To be implemented by the Ministry of Finance and the Central Bank of each country.

III. Alleviate constraints on already exporting firms to export on all markets.

Support to firms in accessing
export markets

Firms complain about a lack of information




Develop information services on
providers/suppliers

Asymmetries of information



Develop information services on
compliance with export
regulations on destination
markets.

Firms complain about a lack of information






Improve the working of public export promotion institutions by streamlining them, increasing
their focus on the service sector; ensure regional trade is part of their actions, make regular
market research and information services available;
To be done by Export Promotion Agencies, Chambers of Commerce, private sector associations
and private consultants;
All Maghreb countries. Priority for Algeria and the services sector.
Registries should be developed, existing ones updated, to include not only foreign suppliers
(which they typically do, although mostly for those from the EU) but also very importantly
Maghreb suppliers;
To be done by Export Promotion Agencies, Chambers of Commerce, private sector associations
and private consultants;
All Maghreb countries.
Provide support to firms in each country to comply with export regulations on destination
markets in terms of testing/certification of products, consumer safety regulations, health
regulations, traceability of products.
To be done by Export Promotion Agencies, Chambers of Commerce, private sector associations
and private consultants;
All Maghreb countries. Priority for Algeria and Tunisia
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Annex 1

Chart A.1. 1. Share of World Merchandise Exports (Pct.).
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Source: WDI dataset, April 2011.

Chart A.1. 2. High-technology exports (Pct. of manufactured exports)
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Chart A.1. 3. Commercial service exports (Pct. of GDP).
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Chart A.1. 4. Top 10 FDI recipients on the African Continent (USD million).

Source: UNCTAD FDI STATS.
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Chart A.1. 5. FDI stock in Maghreb and other groupings.
(Pct. of GDP).
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Chart A.2. 1. Maghreb Intra-regional Merchandise Trade (USD billion).
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Table A.2. 1. Maghreb countries structure of exports by type of goods and destination.
Algeria
EU27
Maghreb
RoW
EU27
Maghreb
RoW

Minerals

Other G&S exports
Morocco

EU27
Maghreb
RoW
EU27
Maghreb
RoW

Minerals

Other Goods and Services exports
Tunisia

EU27
Maghreb
RoW
EU27
Maghreb
RoW

Minerals

Other Goods and Services exports

Source: Comtrade and WDI 2011.
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Chart A.2. 2. Maghreb trade with the EU-27 (Pct. of total).
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Chart A.2. 3. Trade concentration.

Source: UNCTAD
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2008
Libya

Chart A.2. 4. Product variety index by grouping.

Note.
Computed using SITC revision 3 classification for products of a value exceeding USD 100.
Source: Comtrade.

Chart A.2. 5. Product variety index by Maghreb countries.
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Source: Comtrade.
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Chart A.2. 6. Maghreb vs. Comparators: Product Diversification Index, 1995-2009.
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Chart A.2. 7. Maghreb Countries Product Diversification Index, 1995-2009.
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Chart A.2. 8. Maghreb vs. Comparators: Product Concentration Index.
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Chart A.2. 9. Maghreb Countries Product Concentration Index.
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Chart A.2. 10. Maghreb Average Annual Growth Rate of Exports Dynamic Products (manufactured
goods) to World (in percent), 1995-2009.
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Chart A.2. 11. Maghreb Average Annual Growth Rate of Exports Dynamic Products (chemicals
goods) to World (in percent), 1995-2009.
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Chart A.2. 12. Maghreb Average Annual Growth Rate of Exports Dynamic Products (crude and fuel
goods) to World (in percent), 1995-2009.
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Chart A.2. 13. Maghreb vs. Comparators Intra-industry Trade Index, 1995-2009.
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Chart A.2. 14. Maghreb countries: Intra-industry Trade Index with the World, 1995-2009.
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Annex 3

COMPUTATION OF TRADE INDICES73

1. Trade Intensity Index.
The trade intensity index is defined as the share of one country’s exports going to a
partner divided by the share of world exports going to the partner.

I ijt 

X ijt M jt
/
X it M wt

where X ijt is country i ’s exports to country j in period t , X it is i ’s total exports in period
t , M jt is j ’s total imports in period t , and M wt is the sum of world imports in period t. If
the trade intensity index (TII) value is above or below unity, the countries have greater or
smaller bilateral trade flows than would be expected based on the two partners’ share in
world trade. For those trading partners that have TIIs greater than unity, their trade
relationship can be defined as ‘intensive’ (that is, the countries trade more than would be
expected given the relative size of the market for imports). An analysis of the changes in
TII over time can show whether two countries are experiencing an increased or decreased
tendency to trade with one another.
2. Market Concentration Index.
The market concentration index which measures the concentration of a country’s exports
bundle is defined as:

L  log

X

i

n



 log X

i

n

where X i is the total merchandise exports to country i , and n is the total number of
markets. The higher the index, the higher the degree of concentration. If the same amount
is exported to all markets, then L = 0.
3. Product Concentration Index.
A measure related to the product diversification index used by UNCTAD is the
concentration index or Hirschman index which is calculated using the shares of all 3-digit
products in a country’s exports: The index for country j is defined as:
73

- The methodology for the computation of trade indices draws on Hoekman, and al (2003) and Yeats and Ng (2003).
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where x i is country j ’s export of 3-digit product and X is country j ’s total exports. The
lower the index the less concentrated are a country’s exports.
4. Product Diversification Index.
Export diversification is held to be important for developing countries because many
developing countries are often highly dependent on relatively few primary commodities for
their export earnings. Unstable prices for these commodities may subject a developing
country exporter to serious terms of trade shocks. Since the co-variation in individual
commodity prices is less than perfect, diversification into new primary export products is
generally viewed as a positive development. The strongest positive effects are normally
associated with diversification into manufactured goods, and its benefits include higher
and more stable export earnings, job creation and learning effects, and the development of
new skills and infrastructure that would facilitate the development of even newer export
products.
The product diversification index for country j is defined as:

Dij 

 h

ij



 hi / 2

where hij is the share of commodity i in the total exports of country j and hi is the share of
the commodity in world exports. This index would illustrate that a country with equal
share in every 3-digit product (complete diversification) has more concentrated exports
than another whose profile match the (concentrated) structure of world trade.
5.

Trade Complementarity Index.

The trade complementarity index can provide useful information on prospects for intraregional trade in that it shows how well the structures of a country’s imports and export
match. It also has the attraction that its values for countries considering the formation of a
regional trade arrangement can be compared with other that have formed or tried to form
similar arrangements.
The index of trade complementarity between countries k and j ( C ij ) is defined as:



Cij  100   mik  xij / 2



where xij is the share of good i in the global exports of country j and mik is the share of
good i in all imports of country k . The index is zero when no goods exported by one
country is imported by the other, and 100 when the export-import shares exactly match.
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6.

Intra-Industry Trade (Grubel-Lloyd) Index.

Some analyses of factors influencing the success or failure of efforts to promote
industrialization and growth conclude that a growing level of intra-industry trade (IIT)
plays an important positive role. Intra-industry exchange produces extra gains from
international trade over and above those associated with comparative advantage because it
allows a country to take advantage of larger markets. By engaging IIT, a country can
simultaneously reduce the number of similar products it produces while increasing the
variety of goods available to domestic consumers. The IIT index ranges between zero and
one, with larger values indicating a greater level of trade between firms in the same
industry. Higher IIT ratios suggest that net gains from specialization in different products
are being exploited and that the participating country is increasing its integration into the
world economy.
The intra-industry trade index (also known as the Grubel-Lloyd index) measures the
magnitude of intra-industry flows in total manufacturing trade. The index is defined as:





IIT  1   X ijk  M ijk /  X ijk  M ijk 

where X ijk represents the exports of products from industry i from country j to country k
and M ijk represents the imports of products from industry i by country j from country k.
7.

Export Demand Decomposition.

The influence of demand for a specific product can be measured by the change in the total
(global) value of regional imports of the item. In calculating the influence of this factor,
one assumes that a given country maintains its regional trade share for the commodity.
Specifically, if D0, j and Dt , j represent regional trade in product j, at time period 0 and t
respectively, the change in a specific country's exports attributed solely to demand E d ,i :
Ed ,i   s0, j  Dt , j  D0, j 

where s 0, j is the share of country i in regional imports of product j (defined at the threedigit level of the Revision 3 SITC) from all countries in the base period 0, and the
summation is over all goods traded. Therefore, the above equation shows the change in
country i's exports that would have occurred if only changes in demand took place. This
index indicates how rapidly a country’s recent exports would grow relative to regional or
world trade if the country just maintained its current market for these products. This
approach isolates the influence of change in regional or global demand for specific goods
from any changes in the country’s market shares or from diversification into new product
lines.

98

Aside from the influence of global demand changes, there are other factors that can
influence changes in the level and growth of a country’s exports. One of these is change in
a country’s market shares for the goods it exports. In some cases improvements in market
shares can offset relatively sluggish demand for a product, whereas the erosion of shares
can make a bad situation worse. The influence of market share changes on exports can be
estimated using a procedure analogous to that used for quantification of demand effects.
This competitive effects measure for country i is measured by the difference between the
exports that would have occurred if the country's market share had not changed, and those
regional exports that were in fact realized. This competitive factor ( Ec ,i ) is:
Ec,i   st , j  s0, j D0, j

where s t , j is the share of the country in regional imports of the product in period t, and the
summation is over all goods imported. The index indicates the dollar value of export gains
or losses associated with a country’s market share changes. Summing over all traditional
products will indicate whether the country’s competitive position improved or worsened
and what was the magnitude of the associated change in the value of exports.

99

Annex 4

DETAILS ON THE LEGAL FRAMEWORK FOR
FDI IN MAGHREB-4

1. Sectoral entry regulations.
A variety of regulations that may limit the entry of FDI are examined below, such as the
screening of foreign investment, sector limitations, foreign ownership ceilings, and prior
government approval and minimum capital requirements. Out of the 4 Maghreb countries,
Morocco is the one that has the least constraining regulations.
In Algeria, FDI is permitted freely except in certain specified sectors, provided that it
conforms to the laws and regulations governing regulated activities74, and prior declaration
is made to the authorities (IMF 2007). Foreign investment is subjected to prior review by
the NIC (USCS 2011). For the equality of treatment issue, the law states that “foreign
physical and legal persons shall receive treatment identical to that awarded to Algerian
physical and legal persons with regard to their rights and obligations in connection with the
investment.” However, it is also stated that “physical and legal persons all receive the same
treatment, subject to the provisions of the treaties concluded with the countries of which
they are nationals.” This addition gives somewhat room for exceptions according to any
BITs ratified (KPMG 2009).
On foreign ownership ceilings, foreign participation in joint ventures varies depending on
the sector. In July 2009, a “Complementary Finance Law” was passed which had several
new provisions affecting investment in the country. Key among them was the fact that
under this legislation, foreign investments must be made within the framework of a
strategic alliance in which one (or more) Algerian resident shareholder holds at least 51
percent of the share capital, a major departure from past practice 75. The 2009 law also
introduced a minimum of 30 percent Algerian partnership in all foreign import companies,
and payment of all imports by letters of credit opened by banks. These dispositions have
been kept unchanged in the 2010 Finance Law, which created in addition a right of “preemption” of the GoA or Algerian SoEs in case of a transfer by a foreign partner of its
share.
In terms of minimum capital requirement, a 2005 law require all companies active in
foreign trade, regardless of their legal status, ownership or origin, to increase company
equity to a minimum of 20 million dinars (approximately USD 276,000).

74

- Regulated activities are all activities governed by special laws and subject to an administrative authorization.

75

- This does not apply to pre-existing company but only to whose created after the end of July 2009.
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Libya states that it is ready to accept foreign direct investment from any company.
However, the reality is that political screening of foreign investment takes place and
political entities strongly influence decisions. Non-Libyans cannot, as a rule, own land
although a provision of Law No. 9 allows for foreign rental of land for project work
(USDS 2011). Not all sectors are open to foreign direct investment and are subject to
approval by the General People’s Committee (GPC). Some sectors, such as
telecommunications and the finance, remain state monopolies, and retail and wholesale
operations can only be conducted by Libyan nationals (ANIMA 2009a).
In November 2006, the GoL promulgated Law 443 that overhauled business practices for
foreign businesses in the oil services, construction, industry, electricity, communications,
transportation, agribusiness and marine sectors. The law requires foreign businesses
operating in those sectors to establish joint venture companies with a Libyan entity. Law
443 liberalized earlier regulations by allowing foreign companies to retain up to 65 percent
ownership of these entities76.
In Morocco, the Constitution guarantees the right to invest for all, with limitations where
“national economic and social needs so require”. Framework Law 18-95 of 3 October
1995, constituting the Investment Charter and makes no distinction between national and
foreign investments, thus implicitly recognizing the principle of non-discrimination.
Licenses, where required, are granted automatically if no reply is received from the
government 60 days after application. However, there is no opportunity for appeal if the
license is refused.
Foreign investment is now permitted in most sectors, with the notable exception of
phosphate mining. Foreign investment is permitted in the agricultural sector, although
foreigners are prohibited from owning agricultural land. However, the law does allow for
long-term leases of up to 99 years; it also allows agricultural land to be purchased if it will
be used for non- agricultural uses, e.g. tourism. Morocco welcomes foreign participation
in its privatization program, and does not pre-screen or select foreign investment projects
(USCS 2011).
The Tunisian government encourages export-oriented FDI and screens potential FDI to
minimize the impact of the investment on domestic competitors and employment.
Foreigners may invest freely in most economic sectors. However, the participation of
foreign nationals in certain service activities not wholly exported remains subject to the
High Investment Commission approval if such participation exceeds 50 percent of the
enterprise’s capital. Until recently, the government discouraged foreign investment in
service sectors such as restaurants, real estate, and retail distribution, but there are signs of
relaxation of this policy. In particular, FDI in retail distribution is expanding rapidly.
Foreign investors are denied national treatment in the agriculture sector. Foreign
ownership of agricultural land is prohibited, although land can be secured through long76

- The law does not apply to representative offices (which do not have the right to conduct negotiations or enter into contracts), and to
entities formed under Law 5 of 1997 or Law 7 of 2004 (governing tourism projects).
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term (up to 40 years) lease. However, the government actively promotes foreign
investment in agricultural export projects (SDS 2009).
For onshore companies outside the tourism sector, government authorization is required if
the foreign capital share exceeds 49 percent and can be difficult to acquire. Investment in
manufacturing industries, agriculture, agribusiness, public works, and certain services
requires only a simple declaration of intent to invest. Other sectors can require a series of
government authorizations.
GoT allows for foreign participation in its privatization program and a significant share of
Tunisia’s FDI in recent years has come from the privatization of state-owned or statecontrolled enterprises. Privatizations have occurred in telecommunications, banking,
manufacturing, and petroleum distribution, among others.
2. Transfers.
International Monetary Fund Article VIII status.
Acceptance of the IMF Article VIII indicates the acceptance of the removal of restrictions
on payments and transfers for current international transactions and the engagement in any
discriminatory currency arrangement or multiple currency practice. All Maghreb countries
have accepted this article. Algeria accepted this article on September 15, 1997. Morocco
accepted this article on January 21, 1993. Tunisia accepted it on January 6, 1993. Libya
accepted it on June 21, 2003.
Restrictions on transfers abroad of the proceeds of the liquidation of a foreign direct
investment.
All the 4 Maghreb countries do not generally impose restrictions on the transfer abroad of
proceeds of the liquidation of an FDI, however, in Algeria, the proceeds from
disinvestment following the closing or relocation of a business operation may be
transferred abroad only through authorized banks and financial intermediaries only up to
the verified portion of the foreign investment out of the total liquidated investment77.
In Morocco, there are no controls on transfers made directly through the banking system of
the proceeds of the liquidation or sale of foreign investments, including capital gains, when
such investment is financed by sale of foreign exchange or by debit from a convertible
dirham account in foreign currency.
On the other hand, all foreign direct investment carried out legitimately in Tunisia with
foreign exchange transferred from abroad is guaranteed the right to repatriate the net
- Furthermore, the Bank of Algeria has put in place new limitations on foreign shareholders’ loans to Algerian subsidiaries in
December 2010. These new provisions mandate that firms receiving such loans after July 26, 2009, must book them as additions to
capital.
77
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proceeds from the sale or liquidation of the invested capital, even if the net proceeds
exceed the initial value of the foreign exchange invested.
After the total or partial sale, liquidation, conclusion of a project, foreign firms in Libya are
allowed to repatriate invested capital after 5 years from the date of release of license. If
difficulties arise within the first six months of the investment act, the company can also
repatriate profits (AMIMA 2009a).
Conversion and transfer of profits policies.
According to Algeria’s 2001 investment code and the 2003 Law on Currency and Credit
(ordinance No. 03-11), foreign investors are allowed to repatriate their profits. Moreover,
according to Central Bank regulation No. 05-03 of June 6, 2005, foreign investors can
repatriate dividends, profits and real net income out of their assets transfer (or through
liquidation).
The Moroccan dirham is convertible for all current transactions and for some capital
transactions, notably capital repatriation by foreign investors if the original investment is
registered with the foreign exchange office. Foreign exchange is readily available through
commercial banks for the repatriation of dividends and capital by foreign investors, for
remittances by foreign residents, and for payments for foreign technical assistance,
royalties and licenses. No prior government approval is required (USSD 2011)
The Tunisian dinar is not a fully convertible currency. Central Bank authorization is
needed for some foreign exchange operations. However, nonresidents are exempt from
most exchange regulations. Foreign investors may transfer returns on direct or portfolio
investments at any time and without prior authorization. This applies to both principal and
capital in the form of dividends or interest.
The law makes is illegal to take Libyan dinar out of the country in any quantity.
Companies entering the market under Law No. 5 have the right to open an account in a
convertible currency, however if they are engaging in foreign exchange they must be
licensed and approved by the Central Bank of Libya. Foreign exchange facilities are
available at most major hotels and airports and the importation of currency must be
declared at the time of entry (USSD 2011).
Foreign exchange accounts.
In Algeria, foreign exchange accounts may be credited with foreign currency banknotes
and other means of payment denominated in foreign currency, as well as other AlgerianDinar denominated funds that meet all requirements for transfers abroad. They may be
debited without restrictions to make transfers abroad, to export through withdrawals of
foreign banknotes, and to make Dinar payments in Algeria. Moreover, these accounts are
remunerated at the same rates as resident foreign exchange accounts.
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In Tunisia, foreign accounts in convertible currencies may be opened freely by all
nonresidents regardless of nationality. Moreover, these accounts may be debited freely for
payments of any kind in Tunisia, transfers abroad or delivery of foreign currency to the
account holder, to any other nonresident beneficiary, and transfers to other foreign
accounts.
In Morocco, foreign currency accounts in the name of foreign nationals may be maintained
by nonresident natural or juridical persons of foreign nationality. These accounts may be
credited with transfers from abroad; with foreign banknotes, checks, and traveler’s checks;
with any other means of payment denominated in foreign currency; and with foreign
currency withdrawn from domestic banks, in accordance with exchange regulations. They
may be debited for transfers abroad or for the surrender of foreign currency for Dirham for
all domestic settlements.
In Libya, foreign nationals are allowed to hold foreign currency accounts for the duration
of the stay in the country of the account holder. Foreign nationals that are employed in the
country can hold an account which can be credited with their earnings. All other funds to
resident accounts require the Central Bank’s approval. Funds brought in by foreigners
must be kept in an approved bank. Additionally, if non residents import funds to Libya
they are permitted to re-export them if proof is provided that they were not used. For
companies that entered Libya using Law No.5, their accounts are exempt from restrictions.
3. Portfolio Investment.
This refers to the limitations on the foreign purchase, issuance and transfer of proceeds of
shares, other securities and bonds, with an original maturity of more than one year.
Non residents in Algeria may invest in shares or other investment securities. Transfers
abroad of proceeds from sale of these investments on the stock exchange or the revenue
generated by these investments are allowed, as long as they are conducted through an
authorized intermediary and follow new rules set in the 2010 Finance Law. Moreover, sale
or issue locally of shares and other securities of a participating nature and bonds or other
debt securities are allowed by non-residents.
In Morocco, nonresidents may purchase Moroccan securities without limitation. However,
the issue of capital market securities by nonresidents is subject to authorization. There are,
however, no restrictions on the sale of Moroccan securities by nonresidents. Proceeds from
such sales may be transferred freely, provided the relevant purchases are financed by
foreign exchange inflows or other comparable means. In other cases, the proceeds must be
deposited in a convertible dirham account and may be transferred abroad over a four year
period. There are controls on the sale or issue of bonds or other debt securities locally by
nonresidents. The sale or issue locally by nonresidents of money market instruments is
prohibited. On the sale or issue locally of derivatives and other instruments by
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nonresidents, only Moroccan banks can offer instruments to hedge against exchange,
interest rate and commodity price fluctuation risks to operators.
In Tunisia, stocks in existing companies may be acquired freely with foreign exchange
transferred from abroad by foreign nonresidents. However, the acquisition by foreigners of
shares with voting rights is subject to the approval of the HIC if the foreign ownership in
the capital of the companies is equal to or more than 50 percent, except in the case of the
acquisition of stock in small or medium-sized enterprises engaged in a sector that is open
to foreign investment. There are some cases when authorization is not needed.78
Nonresidents may sell freely shares of companies established in Tunisia. Moreover,
effective February 26, 2007, foreign non-residents may purchase shares or equity in
companies established in Tunisia under the code of investment at the time of a capital
increase beyond their preferential subscription rights without exchange authorization.
Information is limited on the portfolio investments foreigners can undertake in Libya.
Nationals can purchase financial instruments, but capital transactions are controlled and
heavily restricted.
4. Acquisition of real estate for FDI purposes by foreign investors.
Foreign investors are likewise nationals in acceding to property ownership. However, most
land in Algeria is owned by the State, and it is not always clear which national or local
authority owns a particular piece of land.
In Morocco, foreigners may not purchase land for natural resources or agricultural purposes.
Furthermore, the land registry's coverage is limited, and it is often difficult to identify the real
owner of land. It must be noted that although foreigners are prohibited from owning
agricultural land, the law does allow for long-term leases of up to 99 years and permits
agricultural land to be purchased for non-agricultural purposes.

In Tunisia, purchases of real estate by nonresident foreign nationals require prior approval
from the CBT. Moreover, authorization is required for sales other than those made to a
resident and involving real estate that is subject of a land title. These sales are recorded in
the Land Registry solely upon presentation of relevant documentation. From February
2007, the purchase of land and buildings in industrial zones and land in tourist areas for
economic development projects by foreign non-residents with foreign exchange transferred
from abroad was liberalized.
In Libya, foreigners are permitted to own or rent land if they entered the business under
Law No.5 but this is not widely observed in practice. As a rule, Non-Libyans cannot own

78

- That is if the acquisition of shares with voting rights in existing companies in Tunisia is i) effected among foreign shareholders of the
same company; ii) effected by a foreign individual or legal entity, resident or nonresident, or a nonresident legal entity established in
Tunisia for shares already acquired up to or more than 50%; and iii) provided as a guarantee for management activities of foreign
directors in these companies.
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land. This is largely due to the ambiguity of the legal and regulatory framework, and this
tends to favor government entities and Libyan entities in regards to ownership of land.
5. Performance requirements and incentives policies.
Performance requirements are stipulations, imposed on investors, requiring them to meet
certain specified goals with respect to their operations in the host country. Performance
requirements include condition for establishing, maintaining or expanding the investment
or for access to tax and investment incentives.
Algeria requires a minimum threshold level of foreign equity relative to the total value for
it to be considered foreign79. Regarding incentive policies, there are several types of
regimes in connection with granting advantages in Algeria. The “general regime” where
advantages are granted automatically to all industrial investment, which do not fall within
the scope of a list of non eligible investments. The foreign investor benefits from
advantages, during the investment execution period and during exploitation of the
investment. Such incentives include VAT franchises, custom duties exemption and
property transfer tax exemptions. There are also advantages granted for the special regime
for investment implemented in geographical zones in which the development of investment
should be promoted. Moreover, in the case of investments bearing special importance for
the Algerian economy, the investor can seek an agreement with the ANDI, acting on behalf
of the Algerian state, in order to benefit from advantages similar to those provided for
within the framework of the special regime.

79

- For investments less than or equal to $25,000, the threshold is 15 percent. For investments between $25,000 and $125,000, the
threshold is 20 percent. For investments greater than $125,000, the threshold is 30 percent.
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Investment incentives in Algeria
The General Regime implies advantages granted automatically to all industrial investment, which do not fall within
the scope of a list of non eligible investments. A foreign investor benefits from several advantages during the
investment period such as;
 VAT franchise for goods and services entering directly in the realization of the investment, whether imported
or acquired through the local market.
 Exemption from custom duties for goods and services imported that enter directly in the realization of the
investment.
 Exemption from property transfer tax in return for all real estate purchase made as part of the investment.
During the exploitation period of the investment, the following advantages are granted:
 Tax exemption for a minimum period of 3 years for Corporate income tax (IBS at a normal rate of 25
percent);
 Tax on professional activity (TAP at a normal rate of 2 percent).
There is also the Special Regime for Investment implemented in geographical zones in which the development of
investment should be promoted. The following advantages are granted in connection with the implementation of an
investment in these zones. The foreign investor benefits from the following advantages, during the investment
execution period:
 VAT franchise for goods and services entering directly in the realization of the investment, be imported or
acquired through the local market;
 Exemption from custom duties imported goods and services imported or acquired through the local market
and entering directly in the realization of the investment;
 Exemption from property transfer tax in return for all real estate purchase made as part of the investment;
 Application of fixed duty at a reduced rate of 0.2 percent for the registration Articles of association of the
company and for capital increases;
 Support by the State (totally or partly) of the infrastructure expenses necessary to implement the investment.
After confirmation of the beginning of the exploitation of the investment, the following advantages are granted:
 Tax exemption for a maximum period of 10 years for IBS and TAP;
 Exemption, for a period of 10 years, beginning on the date of the acquisition, of the property tax on real estate
properties acquired in the framework of the investment;
 Additional advantages likely to improve and/or facilitate the investment, such as loss-carry-overs and
depreciation extensions.
In the case of investments bearing special importance for the Algerian economy, the investor can seek an
agreement with ANDI, acting on behalf of the Algerian State, in order to benefit from advantages similar to those
provided for within the framework of the special regime.
Source: HG Worldwide Legal Directories

In Libya, Law No. 5, GoL attempted to diversify the economy, encourage technical
training of Libyan nationals and enhance regional development. Sectors targeted under this
law included - agriculture, industry, tourism, services and health. A 2006 amendment to
this law lowered a 50 million LD (approximately USD 41 million) floor on qualifying
investments to LD 5 million (approximately USD 4.13 million) and LD 2 million if 50
percent or more of the project is owned by Libyans. Under the terms of the new Law No 9,
a corporate income tax holiday is awarded to approved projects as are several exemptions.
As a general rule, offsets are often part of large foreign investment deals. 80
80

- US Commercial Service 2010.
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Investment incentives in Libya
GoL passed the Law No 9 of 2010 on promotion of investment and the Free Trade Act in 1999. The Free Trade
Act in 1999 includes tax incentives and allows for the transfer of project ownership, the re-export of employed
capital, and the hiring of foreign workers, while also creating a specialized agency to promote and supervise the
law. As for the Free Trade Act, it enables the establishment of offshore free-trade zones in order to enhance
exports, revenue, training, and technology in land, water, energy, telecommunications, and manufacturing
facilities.
Law No. 9 of (2010) aims at attracting foreign capital and to i) assist the transfer of modern technology, ii) build
up Libyan technical cadres, iii) accelerate the diversification of income sources for the economy, iv) encourage the
development of national products, and foster regional development. The law is applicable to the investment of
foreign capital emanating from foreign sources and from foreign capital owned by Libyan Arab citizens.
Investment is being targeted in industry, health, tourism, services, agriculture and any other field specified by a
decision.
Tax policy for projects undertaken within the scope of the Law No 9 of 2010 is as follows:
 The project shall be exempted from income tax for a period of five years from the date of commencement.
This period may be extended for an additional period of three years. Losses incurred during the exemption
years can be carried forward to the subsequent years;
 Exemption from customs duties and taxes on imports on project materials and exemption from excise taxes
from exported goods derived from the project;
 Exemption exempted from stamp duties.
These exemptions do not however include the fees for services such as port, storage and handling.
Source: World-Wide Tax.

In Morocco, performance requirements are imposed only where incentives are required and
will be stated in the investor contract.81 There are no foreign investor performance
requirements or requirements regarding local value added, substitution of imports or
employment of Moroccan workers. Incentives for foreign investors have been created
under the Free Trade Zone laws, as well as under the Investment Code for large-scale
investments. Incentives can include reduced land acquisition costs and tax breaks. Also, if
the value of a foreign investment is more than USD 21.5 million, investors can sign a
special investment contract with Morocco that brings additional negotiated incentives. In
addition, the Moroccan government offers specific incentives for tourism projects.
However, the incentives are dispersed among a number of texts and are sometimes hard to
identify, although efforts have been made to bring them together.82

81

82

- UNCTAD Morocco Investment Policy Review 2007 and 2010.
- See Annex 4 on detailed investment incentives.
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Investment incentives in Morocco
All companies exporting goods and services are totally exempt from the IS or the IGR for five years and enjoy a
permanent 50 percent reduction thereafter. The same benefit applies to companies supplying firms located in EPZs
with finished goods and to hotels' foreign exchange earnings. Specifically:
 Companies operating in Tangiers-Assilah province and Fahss Bani Makada enjoy a permanent 50 percent
reduction;
 Companies headquartered in Tangiers province for tax reasons and operating in Tangiers get a further 50
percent reduction, leading to an effective IS rate of 8.75 percent.
 Incentives are also available in respect of the capital gains resulting from the sale of physical assets;
 Companies do not pay VAT on building materials or equipment;
 New companies and extensions of companies are exempt from the trading license tax for five years. Beyond
this period, companies are only taxed on the first 50 million MD of rental value. A permanent 50 percent
reduction is available in the provinces of Tangier Assilah and Fahss Bani Makad. Firms in EPZs and offshore
financial companies enjoy a total exemption for 15 years;
 New buildings, extensions and building goods and equipment are totally exempt from urban tax for the first
five years. Beyond this, the same exemptions and reductions apply as for the trading license tax.
It must however be noted that there is a fixed charge of 25 percent of the IS tax rate, payable by any company
benefiting from IS exemptions
Source: World-Wide Tax.

In Tunisia, performance requirements are generally limited to investment in the petroleum
sector or in the area of private sector infrastructure development. These requirements tend
to be specific to the concession or operating agreement (e.g., drilling a certain number of
wells or producing a certain amount of electricity). More broadly, the preferential status
(offshore, free trade zone) conferred upon some investments is linked to both the share of
foreign corporate ownership and limits on production for the domestic market.
The annual ceiling for foreign investments (without special authorization) is currently one
million TND (about USD 730,000) or three million TND (about USD 2.2 million) for
exporting companies. According to measures announced in 2008, companies registered
domestically will no longer need permission to increase their capital and non-residents will
be allowed to freely manage their corporate accounts. The Tunisian Investment Code and
subsequent amendments provide a broad range of incentives for foreign investors, which
include tax relief on reinvested revenues and profits, limitations on the value-added tax on
many imported capital goods, and optional depreciation schedules for production
equipment.
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Investment incentives in Tunisia
The 1994 Investment Code is the law that governs both national and foreign investment. The main stipulations are
as follows:
Common incentives include i) a tax relief on reinvested profits and income up to 35 percent of the income or profits
subject to tax, ii) customs duties exemption for capital goods that have no locally made counterparts and iii) VAT
limited on capital goods imports.
Specific incentives include:
 Advantages for fully-exporting companies such as i) a full tax exemption on exports-derived profits for the
first 10 years and taxation at a low rate of 10 percent after, ii) a full exemption on reinvested profits and
income, iii) duty free profits for capital goods (including merchandise transport vehicles, raw materials, semifinished products and services needed) and iv) the possibility of selling on the local market (30 percent of
turnover for industrial goods and agricultural products, this rate is raised to 50 percent for 2011);
 Regional development incentives for specific sectors such as: i) a full tax exemption on reinvested profits and
income, ii) a deduction from the tax base for individual or corporate tax of income or profits on investments in
industry, tourism, handicrafts or certain service activities, and iii) an investment premium (ranging from 8 to
25 of the investment cost) for investment in manufacturing industries and services as well as investments
made by handicraft companies in specific regions.
 Sector specific incentives: education, training, cultural production, health and transport industries benefit from
i) a deduction of reinvested profits up to 50 percent of net profits subject to corporate tax, ii) a reduced rate of
10 percent on income and profits and iii) a VAT suspension for imported capital goods having no similar
locally-made counterparts.
Other incentives include i) the fact that large investments with high job creation potential may benefit, under
certain conditions determined by the Higher Commission on Investment, from the use of state-owned land for a
symbolic Tunisian dinar (less than one USD) and ii) the benefit from certain clauses of the Investment Code for
Investors who purchase companies in financial difficulty; these advantages are determined on a case-by-case basis.
Source: FIPA.

6. Expropriation and compensation.
Generally, there have been no reported expropriation actions by the governments in the
Maghreb region since the 1970’s, except for Libya.
In Algeria, the Constitution of 8 December 1996 provides legally-binding guarantees
against expropriation and confers the right to equitable compensation. Moreover, the
government of Algeria has not engaged in expropriation actions against foreign firms. 83
There have been no significant expropriations in Morocco since the early 1970s.84 The
Tunisian government has the right to expropriate property by eminent domain; however,
there is no evidence of consistent discrimination against foreign companies or individuals.
Libya has engaged in the past in state expropriation of private property, including the
assets of foreign owned companies. In recent years, expropriation has been a tool that has
fallen out of favor with GoL despite its prevalence in the 1980s. Expropriation has largely
83

- US Commercial Service 2010.

84

- US Commercial Service 2010.
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been limited to the energy sector and there have been some instances of compensation by
the state for expropriations but figures are not readily available.85
7. Dispute settlement, guarantees and investor protection.
Algeria is a signatory to the convention of the ICSID. Algeria ratified its accession to the
New York Convention on arbitration and is a member of MIGA. The Code of Civil
Procedures allows both private and public sector companies’ full recourse to international
arbitration. Algeria permits the inclusion of international arbitration clauses in contracts.
However, with more than 400 legislative and regulatory texts in existence, investors often
find the Algerian commercial law difficult to understand, leading investors to rely on local
counsel and agents to ensure compliance with all procedures and rules.
Libya is not a signatory of the New York Convention on the Recognition and Enforcement
of Foreign Arbitral Awards. However, in the case of commercial disputes, most foreign
companies opt to have their cases tried before the International Chamber of Commerce
whose decisions have been respected by Libya in the past.
Although Morocco is a member of ICSID, access to it is only guaranteed through bilateral
investment treaties (BITs). Otherwise, for investments under the contractual regime, the
final arbiter is the Rabat High Court.86 There has also been the recent establishment of a
network of commercial courts that has somewhat improved commercial law operations,
although enforcement of decisions still seems to be a problem. Morocco is a party to the
1958 Convention on the Recognition and Enforcement of Foreign Arbitral Awards (with
reservations) and the 1965 Convention on the Settlement of Investment.
Tunisia is a member of the ICSID and is a signatory to the 1958 New York Convention on
the Recognition and Enforcement of Foreign Arbitral Awards. Moreover, the Tunisian
Code of Civil and Commercial Procedures does allow for the enforcement of foreign court
decisions under certain circumstances.
8. Trade zones and free ports.
On December 1, 2004, the government of Algeria signed an executive decree to dismantle
its only free trade zone, at Bellara, in preparation for WTO accession. Bellara has since
been transformed into an industrial zone for regional development. There are currently no
free trade zones in Algeria.
Libya has one operation free trade zone called Misurata. Projects that operate in the free
trade zone benefit from several privileges such as tax and customs exemptions. The area is

85

- US Commercial Service 2010.

86

- UNCTAD Morocco Investment Policy Review 2007.
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still in need of infrastructure development and an allocation of $700 million to upgrade the
zone was announced in late 2007.
There is a free industrial trade zone in Tangier in northwestern Morocco. The zone is open
to both Moroccan and foreign companies. The companies located in the zone may import
goods duty free and are exempt from other taxes. Moroccan labor laws apply to the zone.
Companies operating there are exempt from profit tax for the first five years and then pay a
rate of 8.75 percent for the next 10 years, which matches the rates applied in the rest of the
province. The EPZ lacks external infrastructure and linkages with the surrounding
economy. However, investors appreciate its proximity to Europe, its fiscal regime, the
removal of customs formalities and access to offshore banking facilities.
Tunisia has two free trade zones, one in the north at Bizerte, and the other in the south at
Zarzis. Companies established in the free trade zones are exempt from most taxes and
customs duties and benefit from special tax rates. Goods are allowed limited duty-free
entry into Tunisia for transformation and re-export. Factories are considered bonded
warehouses and have their own assigned customs personnel87.
9. FDI International agreements.
Algeria is a member of ICSID, MIGA, the Convention for the Investment of Arab Capital
in Arab Countries and the AMU regarding investment promotion, guarantee, non double
taxation and reciprocal cooperation in matters of income tax.
Libya is a part of GAFTA and an AMU member. The country is also a member of CENSAD. In recent years, Libya had been negotiating a TIFA 88 with the United States which
was signed in May 2010. Libya is also part of the Euro-Med Partnership (EMP), known as
the "Barcelona Process," a dialogue between the European Union and 12 Mediterranean
countries. In 1999, 27 EMP partners agreed to admit Libya contingent on Libya's accepting
the “Barcelona acquis”. In February 2004, Libya announced its intention to join the
Barcelona process in full, but no formal Libyan request has been made to date.
Morocco is a member of ICSID, MIGA, the Inter-Arab Investment Guarantee Corporation
and the Convention for the Investment of Arab Capital in Arab Countries. Morocco has
negotiated 54 BIT89 and 46 DTTs. It is a member of the WTO. It has a free trade
agreement with the United States and an association agreement with the EU, both of which
provide investors in Morocco significant access to these markets.
87

- However, companies do not necessarily have to be located in these designated free trade zones to operate with this type of business
environment. De facto, the majority of offshore enterprises are situated in various parts of the country, physically outside of these zones.
In any case, regulations remain strict, and operators must comply with the Investment Code (US Commercial Service 2010).
88

- A TIFA is a trade pact which establishes a framework for expanding trade and resolving outstanding disputes between countries.
TIFAs are often seen as an important step towards establishing Free Trade Agreements.
89

- A BIT is an agreement establishing the terms and conditions for private investment by nationals and companies of one state in
another state.
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Tunisia is a signatory of the multilateral agreements with MIGA and is a member of
ICSID. Moreover, it has a TIFA with the United States and is a member of WTO since
1995.
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Annex 5

DETAILS ON THE LEGAL FRAMEWORK
INDIRECTLY AFFECTING FDI AND TRADE
Chart A.5. 1. Taxation in Maghreb-3.
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Nb. No Doing Business data for Libya (Maghreb) and Malta (EU-27).
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Table A.5. 1. Ratification of ILO Fundamental Conventions.

C29 - 1930
C87 - 1948

ILO Convention
Forced Labour Convention

C100 - 1951

Freedom of Association and Protection of the
Right to Organise Convention
Right to Organise and Collective Bargaining
Convention
Equal Remuneration Convention

C105 - 1957

Abolition of Forced Labour Convention

C111 - 1958
C138 - 1973

Discrimination (Employment and Occupation)
Convention
Minimum Age Convention

C182 - 1999

Worst Forms of Child Labour Convention

C98 - 1949

Source; ILO (2007) and http://www.ilo.org/ilolex/ update.
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Table A.5. 2. Key elements of Labor Market Regulations.

Hiring

Alge ria

Morocco

Tunisia

Yes

Yes

No

No limits (but duration must
be stated or by defaut it is an
open ended contract)

12

No limit

12

48

Minimum wage for a 19-year old worker or an apprentice
(US$/month)

228.1

254.1

120.5

Ratio of minimum wage to average value added per worker

0.42

0.72

0.27

8 hours/day

8 hours/day

Fixed-term contracts prohibited for permanent tasks?

Maximum length of a single fixed-term contract (months)
Maximum length of fixed-term contracts, including renewals
(months)

48 months including
renewals

8 hours in a 48 hours

Hours worke d
Standard workday in manufacturing (hours)

work week

Re dundancy

Re dundancy Cost

50-hour workweek allowed for 2 months a year in case of increase in
production?

No

Yes

Yes

Maximum working days per week

6.0

6.0

6.0

Paid annual leave (average for workers with 1, 5 and 10 years of
tenure, days)

22.0

19.5

13.0

Dismissal due to redundancy allowed by law?

Yes

Yes

Yes

Notification of a third party required if 1 worker is dismissed?

Yes

No

Yes

Approval of a third party required if 1 worker is dismissed?

No

No

Yes

Notification of a third party required if 9 workers are dismissed?

Yes

Yes

Yes

Approval of a third party required if 9 workers are dismissed?

No

Yes

Yes

Retraining or reassignment obligation before redundancy?

Yes

Yes

Yes

Priority rules for redundancies?
Priority rules for reemployment?

Yes
No

Yes
Yes

Yes
Yes

Notice period for redundancy dismissal (average for workers with 1, 5
and 10 years of tenure, in salary weeks)

4.3

7.2

4.3

(*) Severance pay for redundancy dismissal (average for workers with
1, 5 and 10 years of tenure, in salary weeks)

13.0

13.5

7.8

Nb.
Data for Libya are not available.
Source: Doing Business 2011 - Employing Workers Raw dataset
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Table A.5. 3. Synthesis of key regulations for Trade and FDI in Maghreb countries.
Regulations/Country

Algeria

Libya

Morocco

Tunisia

Yes

Yes

Yes

Yes

Yes - Some
Restrictions

Yes - Some
Restrictions

Yes - Some
Restrictions

Yes - Moderate
Restrictions

Trade Related
Tariff preferences and membership in trade agreements
Repatriation and surrender requirements for exports

Export Licenses Requirements

Yes - Limited to a Yes - Limited to a Yes - Limited to a Yes - Limited to a
few goods
few goods
few goods
few goods

Export Taxes

None

-

Yes - On
Phosphates and
some food

None

Yes

-

Yes

Yes

Domiciliation requirement for imports
Import Licenses

Yes - Small list of Yes - Small list of Yes - Small list of Yes - Small list of
prohibited goods prohibited goods prohibited goods prohibited goods

Other non tariff measures

Yes

Yes

Yes

Yes

FDI
Sectoral entry regulations

Yes - Restrictions Yes - Restrictions Yes - Restrictions Yes - Restrictions

Transfer
IMF Article VIII status

Yes

Yes

Yes

Yes

Restrictions

Restrictions

No restriction

No restriction

Conversion and transfer of profit policies

No restriction

No restriction

No restriction

No restriction

Foreign Exchange Account Permitted

No restriction

Restrictions

No restriction

No restriction

Portfolio Investment Limitations

No restriction

-

Restrictions

Restrictions

Acquisition of Real Estate for FDI purposes

No restriction

Restrictions

Restrictions

Restrictions

Restrictions of transfer abroad of proceeds of liquidation

Performance requirements/incentives policies

Yes

Yes

Yes

Yes

None in recent
times (until

None in recent
times (until

None in recent
times (until

None in recent
times (until

Dispute settlement, guarantees and investor protection :
membership international bodies/conventions

Yes

Yes

Yes

Yes

Foreign trade zones/free ports

No

Yes

Yes

Yes

FDI International Agreements

Yes

Yes

Yes

Yes

Expropriation and compensation
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Annex 6

SURVEY RESULTS

Table A.6. 1. Average year of first export by destination (Pct.).
Algeria
Manufacturing
Services
Morocco
Manufacturing
Services
Tunisia
Manufacturing
Services

Maghreb
1992
1992
nd
1998
1997
2002
1999
1998
1998

EU
1998
1998
nd
1991
1991
1988
1998
1997
2000

O ther
1996
1996
2004
1995
1995
1996
2000
2000
2001

Source: RI Survey data (2009-2010), World Bank

Table A.6. 2. Ways to find the most recent supplier for firms in Algeria and Morocco (C.Pct.).
EMW

EO M

NE

Algeria
Personal knowledge and research

29.6%

42.9%

31.1%

Business association or Chamber of Commerce

22.2%

19.0%

6.8%

Internet information

22.2%

25.4%

23.0%

T ender

11.1%

6.3%

24.3%

Advertisement

11.1%

1.6%

0.0%

Supplier contacted this establishment

3.7%

1.6%

5.4%

Other businesses in the same line than ours

0.0%

1.6%

4.1%

Other business associates, suppliers or customers

0.0%

0.0%

5.4%

Other

0.0%

1.6%

0.0%

Morocco
Personal knowledge and research

29.4%

42.6%

48.4%

Other business associates, suppliers or customers

23.5%

19.1%

9.7%

Supplier contacted this establishment

23.5%

10.6%

0.0%

Other businesses in the same line than ours

5.9%

6.4%

12.9%

Business association or Chamber of Commerce

5.9%

4.3%

3.2%

Advertisement

5.9%

2.1%

0.0%

Internet

5.9%

6.4%

3.2%

T ender

0.0%

6.4%

22.6%

Other

0.0%

2.1%

0.0%

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb and NE - Non Exporter.
This question was not asked in the Tunisia survey
Source: RI Survey data (2009-2010), World Bank
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Table A.6. 3. Factors of credibility of the most recent supplier for firms in Algeria and Morocco
(C.Pct.).
EMW

EO M

NE

Sample products meet specifications

33.3%

19.0%

23.0%

Recommendations from business associates/suppliers/customers

22.2%

7.9%

14.9%

On-time delivery

22.2%

19.0%

21.6%

Set-up of the supplier

14.8%

25.4%

20.3%

Availability of stock

3.7%

11.1%

4.1%

Guarantees provided by the supplier

3.7%

6.3%

9.5%

Personal knowledge or acquaintance

0.0%

3.2%

0.0%

Belongs to same business association or clubs as this establishment

0.0%

0.0%

1.4%

Written agreement

0.0%

0.0%

1.4%

Supplier has international certification

0.0%

7.9%

4.1%

Recommendations from business associates/suppliers/customers

17.6%

12.8%

9.7%

Sample products meet specifications

17.6%

14.9%

0.0%

Guarantees provided by the supplier

17.6%

8.5%

32.3%

Personal knowledge or acquaintance

11.8%

19.1%

22.6%

On-time delivery

11.8%

8.5%

3.2%

Availability of stock

11.8%

10.6%

3.2%

Belongs to same business association or clubs as this establishment

5.9%

4.3%

12.9%

Supplier has international certification

5.9%

0.0%

3.2%

Recommendations from family or friends

0.0%

2.1%

0.0%

Set-up of the supplier

0.0%

8.5%

6.5%

Supplier is government owned

0.0%

0.0%

3.2%

Other

0.0%

10.6%

3.2%

Algeria

Morocco

Nb.
EMW – Exporter Maghreb and World; EOM –Exporter Outside Maghreb and NE - Non Exporter.
This question was not asked in the Tunisia survey
Source: RI Survey data (2009-2010), World Bank
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Table A.6. 4: Most important constraints limiting export for Algerian firms by destination market
(C.Pct).
Morocco
Most important issues that limit exports in each country
Origin Country
Import licensing
Customs procedures
Lack of export financing
Lack of export incentives
Lack of information on regulations in export market
Lack of support to prospect new markets
Transport services expensive
Destination Country
Consumer safety regulations
Health/environment regulations
Restrictions on after-sales services
Import quota or prohibitions
Customs procedures
State-trading monopoly or state control
High or discriminatory taxes or charges
Subsidies or tax benefits given to competing domestic firms
Lack of information on regulations in export market
Transport services expensive
Government procurement procedures
Informal payments required to export your product
Other

Tunisia

EU

Others

1.1
13.9
5.1

12.5
2.5

16.1
8.0

8.9

7.5

11.5
1.1

6.3
6.3
5.1

7.5
11.3
12.5
1.3

6.9
31.0
1.1

1.2
9.4
3.5
1.2
7.1

4.7
17.6
3.5

1.3
1.3
1.1
10.3

8.9

44.3

Source: RI Survey data (2009-2010), World Bank
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43.8

1.1
8.0
1.1
1.1

8.2
2.4
41.2

Table A.6. 5: Most important constraints limiting export for Moroccan firms by destination market
(C.Pct).
Algeria

Tunisia

14.3

6.3

Most important issues that limit exports in each country
Origin Country
Pre-shipment controls
Customs procedures
Cargo handling and port procedures or requirements
Restrictive foreign exchange allocations
High or discriminatory taxes or charges
Lack of export financing
Lack of export guarantee mechanisms
Lack of export incentives
Lack of support to prospect new markets
Transport services expensive
Destination Country
Product quality regulations
Testing and certification not recognized
Consumer safety regulations
Product labeling regulations
Health/environment regulations
Pre-shipment controls
Import licensing
Import quota or prohibitions
Customs procedures
Restrictive foreign exchange allocations
High or discriminatory taxes or charges
Subsidies or tax benefits given to competing domestic firms
Lack of information on regulations in export market
Transport services expensive
Application of existing trade Agreements
Other

EU

Others

1.9

3.7
3.7
3.7

37.5

6.3

3.8
17.3
1.9
3.8
3.8
3.8

18.5

11.1
3.7

9.6

Source: RI Survey data (2009-2010), World Bank
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1.9
1.9
5.8
3.8
5.8
1.9

14.3
28.6

6.3
6.3

14.3

25.0

1.9
15.4
1.9

28.6

12.5

7.7
1.9
3.8

3.7
3.7
3.7
3.7
3.7

11.1
3.7
3.7
7.4
11.1

Table A.6. 6: Most important constraints limiting export for Tunisian firms by destination market
(C.Pct).

Most important issues that limit exports in each country
Product quality regulations
Testing and certification
Testing and certification not recognized
Consumer safety regulations
Product labeling regulations
Health/environment regulations
Restrictions on after-sales services
Price controls or administered pricing
Pre-shipment controls
Import licensing
Import quota or prohibitions
Customs procedures
State-trading monopoly or state control
Cargo handling and port procedures or requirements
Restrictive foreign exchange allocations
High or discriminatory taxes or charges
Subsidies or tax benefits given to competing domestic firms
Lack of export financing
Lack of export guarantee mechanisms
Lack of export incentives
Lack of support to prospect new markets
Transport services expensive
Transport services work poorly
Government procurement procedures
Informal payments required to export your product
Application of existing trade Agreements
High selling price
International trade regulation is unstable
Payment warranty
Unstable exchange rates
Closed market
Open competition
Creditworthiness conditions
Transport delays
Economic crisis
Market open to Asian products
Productions continuity
Business environment
Cost of goods sold
Libyan consulate
Lack of participation in trade shows
Idem in Europe
Application of the law is not transparent
Distance
Language
Prospecting costs
Bank proceedings
Lack of transparency
Payment delays
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Maghreb

EU

Others

8.4
3.0
1.5

16.3
5.3
0.5
0.5

3.7
1.9

1.0

0.9

2.9
2.4

0.9
0.9

1.4
3.8

8.3

0.5
2.9
7.2

0.9

1.0
0.5
3.0
1.0
2.5
2.5
14.9
0.5
1.0
0.5
3.0
0.5
3.0
2.5
2.5
5.0
4.5
2.0
2.0
1.0
1.5
2.0
3.5
1.5
1.0
6.9
2.0

0.5
0.5
2.0
0.5

9.1
1.0
1.9
3.4
9.1
1.0
1.0

2.9

2.8
1.9
0.9
12.0
15.7
8.3
2.8
0.9
0.9
1.9
0.9

1.4
0.5
7.7
1.0
0.5
1.0
1.0
1.0
0.5
1.9

8.3
0.9
0.9
0.9
1.9

0.5
1.9
1.0
0.9
0.5

0.5
0.9

0.5
0.5
0.5

0.9

Value added tax regulation
Africa (central, west)
High customs taxes

1.0
0.9
2.0

1.0

(Table Continued)
Competitiveness
Certificate of compliance for each shipment
Abundant production
Export insurance
Tunisian products promotion
Recovery
Lack of network
Low demand
Lack of information to prospect new markets
Lack of investment
Frequent changes in law
Firms shutting down
Lack of information about exporting market regulation
Price quality ratio
Products are not known
Export Insurance
Lack of incentive
Problems of commissions' repartition
Regulations about foreign patient
Call for tender participation procedure
Qualifications standards
Delivery delays not honored
Signaling supports verification procedures
Lack of skilled workforce
Political stability
Lack of public incentive
Source: RI Survey data (2009-2010), World Bank
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1.0

0.9

0.5
0.5
0.9
0.9
0.5
0.5
0.5
0.5
0.5

1.9
0.9

0.5
0.5

0.5
0.5
1.4
0.5

0.5
0.5

4.6
0.9
0.9
0.9

0.5
0.5
0.5
0.5
0.9
0.5
1.0

1.0
0.9

0.5

SAMPLE CHARACTERISTICS

Annex 7

1. Sampling strategy.
In each of the surveyed country, it is relatively easy to obtain a list of exporting firms and
estimates of the overall size/characteristics of the population of firms (sample frame). For
example, in Tunisia, the FAMEX program (a WBG supported matching grant fund) has a
listing of exporters while the API (the investment promotion agency) has a listing of the
formal manufacturing firms in the country. Similar listings were available in Morocco and
Algeria through the statistical office or the export promotion agency. Based on these
listings and other sources of information, it has been possible to estimate the proportion of
firms of each category in each country. This has allowed defining the related 3 strata
within the frame. Firms have been selected through a random sampling procedure inside
each stratum, with an additional constraint for firms of category 3. Their subsample
matches as much as possible the sector and size characteristics of the two other strata.
2. Trade categories.
Chart A.7. 1. Sample according to trade categories.
100%
19.4

90%
80%

32.0

27.1

45.5

70%
60%

41.4
41.9

50%

Category 2 - EOM

50.5

40%

Category 3 - NE

Category 1 - EMW

38.2
30%

20%
10%

39.2
16.4

17.5

Algeria

Morocco

30.9

0%
Tunisia

Grand Total

The figure above shows that firms exporting to both Maghreb and other regions of the
world (category 1 or EMW) are more represented in Tunisia, this category accounts for
respectively 16.4 percent, 17.5 percent and 39.2 percent of surveyed firms in Algeria,
Morocco and Tunisia. Concerning firms which are exporting only outside the region
(category 2 or EOM) they are more represented in Morocco (50.5 percent of surveyed
firms compared with 38.2 percent in Algeria and 41.4 percent in Tunisia). The relative size
of our “control group” (category 3 or NE) is smaller in Tunisia; 19.4 percent of surveyed
firms compared with 45.5 percent in Algeria and 32 percent in Morocco.
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3. Size and location.
Size. Large firms with more than 100 employees represent 67 percent of the surveyed
firms in Algeria, 44 percent in Morocco and 28 percent in Tunisia. The sample of firms in
Tunisia displays more concentration around medium-sized firms.
Chart A.7. 2. Size distribution by country and sector.
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Location. All the surveyed firms in Morocco are located in the economic hub of
Casablanca. In Algeria the most important location for surveyed firms is Alger which
represents more than 46 percent of the sample; other significant locations include Oran (6
percent of the firms) and Annaba (9.7 percent of the firms). In Tunisia, the capital city and
its immediate suburbs account for 40.5 percent of the sample. The second most important
area is the Sfax and surroundings suburbs which account for 23.6 percent of the sample.
4. Detailed sectors.
In Algeria, more than 50 percent of firms operate in the food and beverage (23 percent),
chemical industry (18.2 percent) and machinery and equipment sectors (15.8 percent). In
Morocco, the most important sector is the Garment industry (24.8 percent of the sampled
firms). The service industry is also well represented (28.9 percent of the firms). The
garment industry is also preponderant in the Tunisia sample (17 percent).
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Chart A.7. 3. Distribution by sub-sectors (Pct.)
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