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Economy
Algeria developing domestic auto industry, cutting imports
Lamine Ghanmi

Egypt eyes return to
pre-uprising tourist
numbers

Tunis

A

lgeria has taken steps to
increase domestic auto
manufacturing in an effort to boost an economy hurt by lower oil and
gas prices, which account for more
than 95% of its export revenues.
One of the most visible policies
the government has enacted towards this goal is decreasing vehicle imports. The total value of auto
imports dropped from more than $2
billion in 2015 to an estimated $1.3
billion in 2016 and is expected to
be $900,000 this year. Algeria still
imports more cars than any other
country in the Maghreb.
Previous attempts to develop an
industrial sector in Algeria have
been hampered by decades of political instability and violent uprisings by Islamist militias.
In the 1970s, Algerian president
Houari Boumediene put forward
an ambitious plan to build up the
manufacturing sector by investing
oil money in industry. However,
in the 1980s, Algeria was forced to
prioritise security spending during
a decade-long civil war, which cost
the country $20 billion.
Since then, Algeria’s economy
has made little progress, experts
said.
“Just like a baby, the Algerian
economy has no means of developing on its own,” said Abdelatif
Benachenhou, an Algerian economist. “Like a baby needs its mother and father to survive, Algeria’s
economy needs foreign contribution to function.”
However, the country is dependent on oil gas. “The Algerian economy produces nothing outside of
hydrocarbons,” said Benachenhou,
who noted that the population still
enjoys living standards similar to
those in most developed countries.
The Algerian government has
met demand for durable goods,
such as vehicles, and expensive
cars are visible signs of improved
living standards in the country.
However, with the decline in oil
prices, Algeria can no longer sus-

Meeting demand. Car traffic in the capital Algiers.
tain large-scale vehicle imports, the
value of which reached approximately $8 billion in 2012.
Algeria has also invested more in
security since 2012 to contain the
spread of “Arab spring” uprisings.
Algeria’s overall economic picture is dire. In 2016, the country’s
trade deficit jumped from $13 billion to $17 billion due to the declining value of oil and gas exports.
Algeria’s budget deficit climbed
to unprecedented levels, reaching
15% — approximately $25 billion —
of gross domestic product (GDP) in
2016.
To compensate, the government
has stocked more than $100 billion
in foreign currency reserves and
tightened control of foreign imports and currencies.
Now Algeria’s leaders are building an economic model designed
to substitute expensive imports,
such as cars and cement, with local
goods and reduce the country’s dependence on oil revenue.
Given Algeria’s demand for ve-

			

hicles, the auto industry is a good
place to start.
In 2014, Algeria ranked as the
Maghreb’s largest market for cars,
bringing in about 40,000.
In the 15 years leading up to 2016,
Algeria imported 4 million cars,
spending $25 billion, official figures
indicate.

Increased wages
could drive demand
for new cars to 2.5
million annually.
To successfully establish a
healthy industrial sector, Algeria must compete with Morocco,
where French automobile manufacturing firm Renault produces
200,000 units annually.
Morocco used a plant in Tangiers
as a platform to export cars through
Tangiers Med port, whose location
on the Moroccan coast nearest to
the Iberian peninsula makes it a
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key springboard for maritime trade
routes of Europe, the Americas and
Africa.
To compete, Algeria is using its
huge domestic market to incentivise foreign car manufacturers to
open local plants. In 2014, Renault
began operating a plant in Algeria’s
western city of Oran, which is to
produce 75,000 vehicles annually.
German automaker Volkswagen is
planning to open an assembly plant
in the western Relizane province
this year.
The Volkswagen plant is to cover
150 hectares near the village of Sidi
Khettab. It is being built by China
State Construction Engineering
Corporation, which built Algiers
Boumediene International Airport,
Algiers International Conference
Centre and Algiers’ Grand Mosque.
Expanding the automobile industry is expected to provide thousands of jobs.
Industry experts estimate that increased wages could drive demand
for new cars to 2.5 million annually.

OPEC won’t extend output curbs to offset US shale production
Ron Bousso

Houston

S

enior Saudi energy officials
told top independent US
oil firms in a closed-door
meeting that they should
not assume the Organisation of the Petroleum Exporting
Countries (OPEC) would extend
output curbs to offset rising production from US shale fields, two
industry sources said.
Oil producers led by Saudi Arabia
and top non-OPEC exporter Russia are in an uneasy truce with US
shale firms after a 2-year price war
that caused many shale producers
to reduce operations. The Saudis
and Russia led a deal in late 2016 to
curb output to end a global supply
glut that pushed oil prices to a 12year low.

The US government
expects US oil output
to rise by 330,000
bpd in 2017, mostly
from shale.
The resulting rise in oil prices
has sparked a rush of new output
by shale producers, who have outlined ambitious production growth
plans across the United States.
Speaking at an industry conference in Houston, Saudi Energy
Minister Khalid al-Falih said there
would be no “free rides” for US
shale producers benefiting from
the upturn.
Falih’s senior advisers went fur-

Briefs

ther at a meeting with executives
from Anadarko, ConocoPhillips,
Occidental Petroleum Corp, Pioneer Natural Resources, Newfield
Exploration and EOG Resources.
“One of the advisers said that
OPEC would not take the hit for the
rise in US shale production,” said a
US executive who was at the meeting. “He said we and other shale
producers should not automatically assume OPEC will extend the
cuts.”
The Saudis called the meeting
to exchange views on the market
and to gauge the outlook for shale
output, both sources said, speaking
about the meeting on condition of
anonymity due to the sensitivity of
the matter.
A spokesman for Conoco declined to comment on the meeting. The five other US companies
represented at the meeting did not
respond to requests for comment.
Saudi energy officials also declined
to comment.
The meeting came after OPEC
Secretary-General
Mohammed
Barkindo met with hedge funds
and shale producers in Houston
to widen talks on how to tame the
global glut.
OPEC joined forces with Russia
and several other non-OPEC producers last November and pledged
to cut production by about 1.8 million barrels per day (bpd) for six
months starting January 1st.
Falih said that global inventories had fallen more slowly than he
expected in the first two months
of the year, although oil market
fundamentals were improving because of the curbs.
Oil prices plunged 5% on March

The number of tourists visiting
Egypt this year could come close to
levels seen before its 2011 uprising,
encouraged by investments in airport security and a cheaper Egyptian pound, the country’s Tourism
Minister Yehia Rashed said.
Egypt’s tourism industry has suffered since 2011’s protests, as well
as from the bombing of a Russian
plane in Sinai in 2015, which killed
all 224 people on board.
The number of tourists heading
for Egypt’s beaches and ancient
sites stood at 9.3 million in 2015,
compared with more than 14.7 million in 2010, while receipts stood
at $6.1 billion. Tourism accounts
for about 11% of the country’s
economy.
“I think if we are fortunate
enough, this year we will come
very close. We are hoping to close
the gap as we go on,” Rashed said
ahead of an international trade fair
in Berlin.
In the first two months of 2017,
the development of arrivals was
“very, very good”, he said, adding
receipts were improving as visitors
spent more and stayed longer on
average.
(Reuters)

Turkey takes US to
WTO over pipe and
tube duties
Turkey filed a complaint at the
World Trade Organisation (WTO)
challenging US anti-subsidy duties
on Turkish pipe and tube products,
the WTO said.
The products include oil country
tubular goods, welded line pipe,
heavy walled rectangular welded
carbon steel pipes and tubes and
circular welded carbon steel pipes
and tubes.
Under WTO rules, the United
States has 60 days to settle the
dispute. After that period, Turkey
could ask the WTO to adjudicate.
The WTO did not immediately
have detailed information on the
complaint.
(Reuters)

Metro aims to break
new ground in carmad Qatar

Saudi Energy Minister Khalid al-Falih speaks during CERAWeek in
Houston, on March 7th.					
(AP)
9th to their lowest levels this year
after US crude inventories surged
to a record high, in part because of
rising output from shale producers. The price continued falling the
next day,
The inventory rise stoked concern that the glut could persist
because shale supply, along with
more output from Brazil and Canada, could offset cuts by OPEC and
some non-OPEC suppliers.
The US government expects US
oil output to rise by 330,000 bpd in
2017, mostly from shale, but some
analysts and producers forecast
the increase could be more than
double that amount.
OPEC next meets on May 25th
in Vienna to discuss supply policy

and is expected to decide whether
to extend supply curbs implemented on January 1st.
Falih, Russian Oil Minister Alexander Novak, Mexican Deputy
Secretary of Energy Aldo Flores,
Iraqi Oil Minister Jabar al-Luaibi
and Barkindo, at a joint news conference, said they were happy with
compliance by the pact’s members.
Unlike the OPEC and non-OPEC
state-run producers that have
agreed to curb output, there is no
mechanism for US independent
producers and global oil majors to
restrain output. Their imperatives
are commercial and they produce
as much oil as they can at profit.
(Reuters)

Qatar’s metro, once completed,
will run hundreds of kilometres
across ultra-modern Doha, along
the coast and into its expanding
suburbs. But whether car-mad
Qataris will actually use it remains
an open question.
Driverless three-car trains are
to serve 100 stations, easing into
gleaming newly-built destinations
with names such as Ras Bu Fontas,
Al-Shaqab and Legtaifiya.
Now the main task for those
behind the approximately $18-billion project — in a country where
car is king — is to ensure it draws
enough passengers to justify the
huge outlay.
The Doha Metro is a massive
venture even by the standards of
the energy-rich Gulf desert emirate
where infrastructure mega-projects are commonplace.
Officials at Qatar Rail are cagey
about terming it the world’s biggest
ongoing engineering project, preferring to call it one of the largest.
Since ground was broken in the
summer of 2013, a workforce of
41,000 has been digging, tunnelling and building. Large tracts of
land in Doha have been set aside
for a network of tunnels and stations.
Qatar Rail says its target is to
have completed 70 percent of the
network by the end of 2017, with
the opening due in late 2019 or
early 2020.
(Agence France-Presse)

