LEX LOCALIS-JOURNAL OF LOCAL SELF-GOVERNMENT

ISSN: 1581-5374 E-ISSN: 1855-363X
VOL. 23 , No. 10(2025)

The Constitutional Principles of Economic Governance Policy in Algeria: In light of the 2020
Amendment

Dr. Adel Douadi
Lecturer Professor Class A
Faculty of Law and Political Science, University of Setif 2, Algeria
a.douadi@univ-setif2.dz
Received: 02/02/2025 Accepted:30/04/2025 Published: 05/10/2025

Abstract

In the context of ongoing efforts to confront the crises afflicting the Algerian national economy, the
public authorities have, in successive stages, embarked on economic reform processes aimed at
addressing the various imbalances that have emerged at the implementation level. However, as
many experts have confirmed, these reforms have not borne fruit. This has made it necessary to
engage in serious reflection on formulating and adopting an economic policy characterised by the
rational and judicious utilisation of all the economic resources with which the country is endowed
and by the valorisation of all national competences without excluding any of them to drive
economic growth in a balanced manner throughout the national territory. Since the design and
implementation of this policy for the governance of the national economy fall within the remit of the
public authorities of the State, it must comply with the provisions of the Constitution, particularly in
light of its most recent amendment in 2020, the principles governing the management and regulation

of economic affairs.

Keywords: Constitutional principles; economic governance; freedom of competition; equality;

integrity.
Introduction:

Although all the resources that would have enabled Algeria to achieve an economic advantage
similar to that realised by certain East Asian countries, the four Asian Tigers—South Korea,
Singapore, Hong Kong, and Taiwan—in the 1960s and 1970s, reality has shown that the national

economy has remained stagnant because it has continued to hold hostage to the hydrocarbon sector,
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whose prices have persistently experienced sharp declines in the world market, resulting in severe
financial crises that have had highly adverse effects on both society and the state.

To revive the national economy, the authorities in Algeria have made several attempts to remedy the
various problems and imbalances from which it (that is, the national economy) was suffering;
however, most of these reforms, for different reasons, failed, to the point that new reforms were
introduced to correct the earlier reforms, that is, reforming the reforms!

Faced with this situation, and in light of the global trend towards adopting and implementing
economic governance, Algeria no longer has any option but to work on governing its economy to
overcome the problems and crises it faces and to enable it to achieve growth rates that would make
it a strong, competitive economy capable of ensuring sustainable development in the country.
Moreover, because economic governance is closely linked to the economic rights and freedoms
guaranteed by the Constitution, it cannot be carried out in isolation from the principles it embodies,
which must be observed and respected to ensure a balance between the interests of all actors in the
economic sphere, economic operators, social partners, consumers on the one hand, and, on the other
hand, the interest of the state in economic development and market equilibrium in a manner that
guarantees the protection of economic public order therein.

Since compliance with these constitutional principles is a matter of utmost importance in every
respect, particularly from the legal and economic standpoints, we have deemed it appropriate to
address them in this research, within the framework of examining a problématique centred on the
following question: What are the constitutional principles in light of the 2020 amendment that the
competent authorities in Algeria must observe when formulating and implementing their policy for
the governance of the national economy?

By examining the rules and provisions contained in the 1996 Constitution, in light of its latest
amendment of 2020, it may be said that although the Algerian constitutional framer has not stated
this explicitly, he has subjected the policy of economic governance to several constitutional
principles within whose framework it must be carried out, on the basis of the pain of
unconstitutionality. These principles may be reduced to three main principles, namely, the principle
of freedom of competition, the principle of equality, and the principle of integrity. These are the

principles that we attempt to address successively in the following three sections.

First Axis: The Principle of Freedom of Economic Competition: Economic Pluralism



After years of strict adherence to socialism® as a method for managing economic affairs and
following the severe financial crisis that Algeria experienced due to the sharp decline in public
treasury revenues resulting from the sharp fall in oil prices in the late 1980s, the constitutional
framer had no option but abandoned socialism and instead shifted to a market economy policy based
on economic openness and freedom of competition, a policy that the International Monetary Fund
played a significant role in Algeria's adoption of through the pressures it exerted on the authorities to

grant them loans to cover some of the state's financial needs.

At present, the principle of economic competition is grounded in the first paragraph of Article 61 of

the 1996 Constitution, which affirms the freedom of investment and trade.?

Freedom of economic competition is defined as "working in a market in which there are multiple
economic operators engaged in the same activity and in which they continue in this competition
without constraints. "3 Moreover, it has also been defined as "the struggle between enterprises in the
same market in order to win the largest possible number of clients and to maximise their profits and
their presence in the market. "* Moreover, it is further defined as "the freedom to enter the market
and to engage in the desired economic activity without any obstacles or restrictions, to achieve

economic efficiency and improve consumers' standard of living. "

Moreover, because the present context does not allow for a detailed examination of all that relates to
the principle of freedom of economic competition, we will confine ourselves in this first axis to
addressing, first, the elements that must be present to be able to speak of the existence of
competitive freedom and, second, the guarantees of enjoyment of the freedom of economic

competition.
First: Elements of Freedom of Economic Competition

Free competition, in its existence and operation, relies on a set of rights and freedoms that constitute
a solid foundation for it; it is not possible to speak of freedom of competition in their absence
because they are what gives this freedom its substance and allows its holders actually to enjoy it, not

merely as a slogan.

These rights and freedoms on which freedom of competition is based may be summarised as

follows:



1. The right to enter the market (competition) and to exit it: This right finds its basis in the
Algerian Constitution of 1996 through the first paragraph of article 61, which enshrines and
recognises all the freedom of investment and trade, thereby allowing for a plurality of
economic operators in the same activity or in related activities, such that the market is not
reserved to a single operator or to a group that controls it. At the same time, no economic
operator should be compelled to remain in competition because he is exercising freedom,
whether in investment or in trade, and not fulfilling an obligation; just as he has the right to
voluntarily decide to enter the market of competition, he likewise has the right to exit it
whenever he wishes, all of this, of course, within the framework of the law.

2. The right to enjoy competitive capacities: Since the Algerian Constitution, like other
comparative constitutions, as a rule recognises the freedom of every person lawfully to
contract and to consume, this has opened the door for economic operators to compete to gain
the satisfaction and confidence of the most significant possible number of consumers and
thus not only to guarantee their continued presence in the market (competition) but also to
maximise their profits by securing the largest possible share of the market. As is well known,
preventing economic operators from enjoying competitive capacity in the market is not only
in the interest of the more competitive but also in the interest of consumers because it
increases their opportunities to compare goods and services and then choose the best quality
and price. With respect to how not to obstruct economic operators in their pursuit of
enhancing their competitive capacities and thus their ability to assert their presence and
remain in the market, this consists of removing all legal and bureaucratic obstacles that limit
the ability of enterprises to develop their productive capacities, which is beneficial for them
and for the national economy as a whole. This right, i.e., the right to the existence of a
competitive environment, was not constitutionally stipulated in Algeria until recently and
was by virtue of the march 2016 amendment, pursuant to which the second paragraph of
article 43 of the 1996 Constitution came to affirm the necessity of the state’s working to
improve the business climate in Algeria, as the Algerian constitutional framer affirmed, in
the context of national economic development.

3. The right to the existence of markets is open to competition: It is not sufficient for an
economic operator to enter the field of competition in the production of a particular good or
service and to have the capacity to assert himself as a strong competitor in order actually to
enjoy the freedom of competition, if he is unable to make himself and his product known

among the mass of consumers, or if he is unable to market his products and move them to



where demand for them is possible and available. For example, in the field of public
procurement contracts,® the contract must be advertised in a manner that allows the most
significant possible number of operators to enter and compete to submit the best offer and
win the contract. In this regard, the Algerian constitutional framer has always affirmed the
necessity of protecting the national economy from any form of capture,’ that is, from all acts
that would place the market at the service (to the benefit) of one or more operators to the
exclusion of the others, for this does not only harm operators and consumers but also harms
the state, since it will, for example, cause its revenues from direct taxes to decline as a result

of the decrease in turnover achieved by those operators.
Second: Guarantees of the Enjoyment of Freedom of Economic Competition

An economic operator, whether national or foreign, will not commit its funds to a given project
unless it is certain that there are guarantees on which it may rely in order for its project to enter the
field of competition. If such guarantees are absent, there is no doubt that the economic operator will
not risk its funds by engaging in a project that cannot compete, as that would mean losing the money

invested in it.

Since the essence of free competition is based on the spirit of initiative and on economic operators’
willingness to invest and establish numerous projects, the Algerian constitutional framer, by virtue
of the 2020 amendment, was clear and firm in this respect because the state must encourage the

flourishing of enterprises in the service of national economic development.®

To that end, the state has worked to establish rules (guarantees) to protect competition from
practices that undermine it. The latter are understood to mean "all that is committed by traders
(operators) in their relations; these are practices undertaken by one undertaking in relation to
another, the nature of which is either to hinder, or to limit, or to distort the freedom of competition

in the market, thereby harming overall economic activity, competitors, and consumers alike. "

In view of the competition law,° the Algerian legislature has established protection for the freedom
of competition, first, by deterring practices that restrict competition, and second, by providing for

the control of concentrations (merger operations).

1. Prohibition of practices that restrict competition: There are many economic practices that

operators must avoid because they fall within what is prohibited, in that they infringe on the



principle of the freedom of competition. The following is a brief presentation of the most
important of these practices:

. Agreements: These refer to the existence of an explicit or implicit concurrence of will
between two or more undertakings that are independent in their decision-making to follow a
particular conduct or to achieve a common purpose in the market that is characterised by a
restrictive nature for competition.** The position of the Algerian legislature regarding such
agreements was clear and strict,? as it provided for the prohibition of all practices and
orchestrated acts and explicit or implicit arrangements and agreements when they are
intended or may be intended to hinder, limit, or distort the freedom of competition in the

same market or in a substantial part thereof, particularly when they seek to do the following:

restrict entry into the market or the exercise of commercial activities therein;

reduce or control production, outlets, investment, or technological development;

share markets or sources of supply;

hinder the setting of prices according to market rules by artificially encouraging their rise or
fall;

apply unequal conditions for equivalent services to commercial partners, thereby depriving
them of the benefits of competition;

conclude contracts with partners conditional upon their acceptance of additional services
unrelated to the subject matter of those contracts, whether by their nature or according to
commercial usage;

allow the award of a public contract for the benefit of those engaging in such restrictive

practices.

. Abuse in the exercise of economic power: Although the essence of competition lies in the
race between economic operators to acquire additional points of strength that allow each
operator to be a strong competitor to others, the acquisition of such economic power may
lead to attempts to exploit it abusively, either as a result of enjoying a dominant position in
the market or of enjoying a situation of economic dependence. Just as the Algerian
legislature has prohibited any abuse arising from a dominant position in the market or from a
monopoly of it or of a part of it,? it has also forbidden any undertaking to abuse the situation
of dependence of another undertaking, such as a customer or a supplier, where this

undermines the rules of competition, as in the case of, for example:'4



« refusal to sell without legitimate justification;

« tied or discriminatory selling;

« selling conditional upon the purchase of a minimum quantity;

« obliging resale at a minimum price;

« breaking off commercial relations solely because the operator refuses to submit to unjustified
commercial conditions;

« any other act that is likely to reduce or eliminate the benefits of competition within a market.

3. Abuse in selling or offering to sell at low prices: It is prohibited under Algerian law to
offer or sell to consumers at arbitrarily reduced prices in comparison with production,
transformation, and marketing costs, where such offers or practices are intended, or may
lead, to the exclusion of an undertaking or to hindering one of its products from entering the

market.®

2/Control of concentrations (merger operations): Some define concentration as'® "the grouping
or bringing together of two or more undertakings within a specific structure, with a view to effecting
a permanent change in the structure of the market, with all the undertakings thus grouped losing
their independence in order to reinforce the economic power of the whole." The Algerian legislature
has not defined it but has instead specified how it arises, namely, where:

1. two or more undertakings that were previously independent merge;

2. one or more natural persons influencing at least one undertaking, or one or more
undertakings, acquire control, directly or indirectly, over one or more undertakings or over
part thereof, by acquiring shares in the capital, by purchasing elements of the undertaking's
assets, by contract, or by any other means;

3. Ajoint undertaking is created that permanently carries out all the functions of an

independent economic undertaking.

Since concentrations and economic merger operations, even when carried out with good
intentions,'’ usually constitute an attempt to infringe on the principle of freedom of competition, the
Algerian legislature has subjected them to control. This control is not considered a restriction on
economic freedom, as might be imagined, because such control constitutes a firm guarantee of the
freedom of competition. The Competition Council has considered that the control of concentrations

does not constitute an obstacle for undertakings as much as a guarantee for the preservation of the



competitive environment necessary for their competition. Thus, it serves as an effective instrument

for creating conditions conducive to economic growth.8
Second Axis: The Principle of Equality between Economic Operators

Institutions aim to guarantee equality between all male and female citizens in terms of rights and
duties by removing obstacles that hinder the development of the human personality and prevent the

effective participation of all in political, economic, social, and cultural life.

By this provision, Article 34 of the 1996 Constitution, the Algerian constitutional framer, has
established a general and fundamental objective that all state institutions must observe and from
which they may not depart in all fields and sectors, including the economic sector, namely, the
guarantee of equality between persons. Owing to its great importance, the constitutional framer
returned to it and reaffirmed it by stating:'® “The state works to improve the business climate and
encourages the flourishing of enterprises without discrimination, in the service of national economic

development.”

Accordingly, any policy for the governance of the national economy must, constitutionally, be
carried out within the framework of the principle of equality between economic operators, whether
as the constitutional framer has indicated in the field, first, of enjoyment of rights: equality before
public services, or, second, in the field of the assumption of obligations: the principle of equality

before taxes.
First: Equality between Economic Operators before Public Services

Unlike administrative police, public services constitute a positive administrative activity undertaken
by the public administration to satisfy the needs of the public, economic operators, and others with
whom it interacts. The purpose of any public service is to provide and deliver the public services
needed by members of society. Since its establishment, the public service's functioning and
operation have been financed by public funds, and the basic rule governing the public service is that
it should provide services to all on an equal footing and without discrimination on the basis of birth,

race, sex, opinion, or any other personal or social condition or circumstance.?°

The obligation of the public service to provide its services to economic operators who meet the legal

conditions and who are in identical legal positions constitutes a right that it must respect and fulfil



within the time limits and in the manner laid down by law, without any discrimination, on the pain
of incurring administrative liability for any damage it causes in the event of a breach of this

constitutional and legal obligation.

Among the consequences arising from equality between economic operators before public services
is the principle of neutrality of the public service (administrative neutrality).?! This principle means
that, in performing its functions and in its management, the public service must take into account the
requirements of the public interest, and its manager must not use it to support specific interests at the

expense of others.?

In this regard, the neutrality of the public service vis-a-vis the beneficiaries of its services, whether
economic operators or others, does not bear only the negative meaning, which consists of the
requirement that its managers remain at an equal distance to avoid any preferential treatment
involving discrimination and thus a breach of the principle of equality but also carries a positive
meaning,? namely, the obligation on the administration of the competent authorities to act to
ascertain whether there is any disparity in the enjoyment of rights between operators without lawful
cause or justification and, in such a case, to put an end to this discrimination. The logic of neutrality
requires those responsible for exercising the powers conferred on them to ensure that their
subordinates do not favour one person and/or group over others, since this would constitute a

violation of the principle of equality that must prevail among all those in identical legal positions.

In reality, the obligation of public services to remain neutral in their relations with economic
operators arises within a broader context, namely, the transformation of the role of the state from an
interventionist state to a regulatory state, that is, its withdrawal from direct intervention in economic
life through the pursuit of economic activities, since this has not proven effective owing to the speed
and flexibility that characterise the business environment in decision-making, which administrative
bureaucracy has been unable to match. Instead, to avoid any breach of the economic public order
that it seeks to impose in practice among economic operators, the state has resorted to adopting a
new type of administrative body enjoying independence to intervene in the market, but this time to
regulate it by virtue of the powers vested in such bodies, especially their regulatory and sanctioning
powers. As the state's assumption of the role of regulator in the economic sphere has made it akin to
a referee and/or a judge, it requires it to comply with what both must comply with the principle of
neutrality.



Second: Equality between Economic Operators before Taxes

Unlike many states whose constitutions do not expressly provide for the principle of equality before
the law,* successive Algerian constitutions expressly enshrined it and accorded it due attention.?
While equality in general is understood to mean the absence of discrimination and the likeness
between individuals in rights and duties,? the application of this to economic operators subject to
tax does not have the same meaning from the legal and financial standpoints. Equality before tax,
from the legal standpoint, means nothing other than equality before the tax law and thus has a

specific legal meaning, unlike tax justice.?” Which remains difficult to define.

On this basis, the principle of equality before the law has been defined in law has meaning.? “that it
is impermissible for the tax law to provide for any discrimination between persons in the field of

29 <

taxation,” and as meaning~> “that all those who occupy identical legal positions are subject to the

same legal treatment without differentiation among them for reasons relating to their persons or their

identities,” and as meaning°

that the rules of tax law address all individuals without discriminating
in favour of any person or entity on the basis of sex, colour, or religion; they are treated in the same
legal manner regardless of that.” It has also been said that this principle means®! “that the tax law

may not contain any unjustified discrimination, that is, one based on sex, origin, religion, or race.”

From a financial standpoint, the principle of equality before tax means imposing on each taxpayer
(economic operator) a tax burden proportionate to their financial capacity, without requiring all
taxpayers to pay a single uniform tax amount.®? This is what the Supreme Constitutional Court in
Egypt has affirmed in many of its decisions, stating:®® “Whereas it is established in the case law of
this Court that the principle of equality before taxes does not mean that taxpayers must be identical

in the amount of tax they pay...”.

From the foregoing definitions, it becomes clear that the principle of equality before tax requires the
legislature to distribute the tax burden among taxpayers on objective and justified bases,** such that
not all are subjected to a single tax burden (absolute equality); instead, it must standardise the tax

burden only for those taxpayers who are in an identical financial position (equality in treatment) and
ensure that those in different financial positions bear a tax burden proportionate to each one's ability

to pay (equality in sacrifice).



Notably, absolute equality is considered nonobjective and devoid of justice,® as if the legislature
were to apply it, it would treat all those within the state as if they were in the same financial
position, which is neither logical nor acceptable. Notably, the commitment to achieving equality in
sacrifice, which is the most important form of equality,® undoubtedly leads to the realisation of

three types of tax equality,®” namely:

1. Equality by means of the tax law: This is manifested in the intervention of the legislature,
through the rules of tax law, to divide economic operators subject to tax into specific groups
and categories.®® Each party’s capacity to participate contributes to the financing of public
burdens and expenditures. Accordingly, in this type of equality, it is the law that intervenes
to equalise economic operators with identical ability to pay by placing them in a group or
category of their own.*®

2. Equality within the tax law: This is achieved when the legislature incorporates into the tax
law a specific tax regime for each of the aforementioned groups or categories, such that, in
principle, each group or category becomes subject to a single tax regime.*°

3. Equality before the tax law: This means the obligation to apply the tax regime that the
legislature has assigned to each group or category to all taxpayers (operators) falling under it
without discrimination, which may be based on birth, race, sex, opinion, or any other
personal or social condition or circumstance.*! In other words, all taxpayers (operators)
belonging to the same group or category must be subject to identical tax treatment so long as

the law itself has not differentiated among them.

Despite the importance of the principle of equality before tax in protecting economic operators who
are subject to taxation, both legal doctrine*? and constitutional case law*® recognise that it is not an
absolute principle that admits no exceptions.** These exceptions are reflected in the legislature's
ability to standardise treatment across different groups and categories, on the one hand, and to
differentiate treatment between individuals within the same group or category, on the other hand.
While this is intended to enable the legislature to exercise its discretionary power in shaping the
state's tax policy in a manner consistent with the achievement of the public interest or other
legitimate interests it seeks to realise, any such tax exception must always be justified and not
arbitrary, and its adoption must be based on objective reasons that render it acceptable in both

reason and logic.*®

Third Axis: The Principle of Integrity in Economic Transactions



Governance, when it first emerged in the economic sphere, came to combat corruption to put an end
to its mechanisms of spread and its culture, including the values that tolerate it.* In this regard, the
Algerian constitution*” The framers were clear and strict regarding state institutions, stressing the
need to protect the national economy from any form of manipulation, embezzlement, bribery,
unlawful trade, abuse, capture, or unlawful confiscation. He also prohibited state institutions from
engaging in feudal, regional, or clientelist practices and from establishing relations of exploitation

and dependence.

On this axis, we attempt to address, first, the consequences and effects of the absence of integrity in
economic transactions on economic development and, second, the causes that lead to the spread of
corruption instead of integrity in economic transactions, with the goal of avoiding or limiting them

as much as possible.

First, the consequences of the absence of integrity in economic transactions on economic

development

There is no doubt that the absence of integrity in economic transactions clearly and explicitly points
to the existence of what is known as economic corruption, since the latter is based on public officials
exploiting their positions unlawfully to obtain unjustified benefits, thereby flouting all professional,

religious, and moral values, as well as legal obligations.

Instead of integrity, transparency, and objectivity in the management of economic affairs for the
purpose of enhancing the efficiency of the economic system and increasing its growth rates, we find
that economic corruption legitimises, or seeks to legitimise, behaviours such as those mentioned
above, which the Algerian constitutional framer has prohibited, to serve narrow, private interests at

the expense of the public interest.

In the context of rampant economic corruption, the economy becomes incapable of development and
growth and suffers from numerous crises and problems that limit its effectiveness. Among the
problems caused by corruption in all its forms is*® the problem of the squandering of public funds,
which costs the public treasury enormous financial losses in various forms, such as tax and customs
evasion; the irrational use of public means and facilities in a manner that harms them; and the

smuggling of hard currency.



What is most serious about these behaviours is not only that they prevent national economic
development from advancing in stages and leaps but also that they undermine confidence in state
institutions by transforming their perception from a means of serving the public interest into a
means of serving private interests. To avoid and combat this, the Algerian constitutional framer has
stated:*° "Positions and mandates in state institutions may not be a source of wealth, nor a means of
serving private interests. Every person appointed to a high office in the state, elected to a local
council, or elected or appointed to a national council or a national body must declare his assets at the

beginning and at the end of his term of office..."

Notably, some argue that economic corruption improves welfare and increases economic efficiency,
rather than the opposite, because it enables the overcoming of various bureaucratic obstacles. In the
same vein, some hold that economic corruption can, in fact, spur economic growth, or at least not
hinder it, by facilitating domestic investment, thereby generating high tax revenues. They cite, as
evidence, the experience of Southeast Asia, where despite the prevalence of corruption, this did not
affect economic growth. Accordingly, the relationship between economic development and the
absence of integrity is not inverse.

This view, however, has been countered by the fact that recent cross-sectional studies indicate an
inverse relationship between the absence of integrity in economic transactions and the flourishing
and growth of economic activity, with adverse effects on economic development. The predominant
view is that the relationship between the absence of integrity in economic transactions and increased
economic growth is, in principle, an inverse one, but in some cases, it may not be so; that is,
integrity in economic transactions may be lacking and/or diminished, and yet, we may nevertheless

observe economic progress, as in the case of the Southeast Asian experience.>°
Second: Causes of the Absence of Integrity in Economic Transactions

Just as economic corruption may arise from2 members of the bureaucratic apparatus, it may also
arise from ordinary individuals, such as tax evaders, customs evaders, and factory owners, who
engage in fraud in their production, among others. Economic corruption arises to facilitate acts that
may be unlawful or lawful, such as when a bribe is offered, for example, to induce public officials to
perform their duties, and it likewise arises, as a rule, to obtain material or moral gains, whether for

an individual or for an undertaking.



Since this is not the place to address all the causes that generally lead to economic corruption, that
is, to the absence of integrity in economic transactions, we have deemed it sufficient to highlight the
main causes leading to the occurrence of one of its most widespread forms (namely, economic
corruption) in Algeria, namely, tax evasion, which, owing to its profound effects on the national
economy, led the Algerian constitutional framer, by virtue of the 2020 amendment, to provide that

it, together with the smuggling of capital, is punishable by law.%

The reason for this constitutional provision, newly introduced by the 2020 amendment, is that the
Algerian constitutional framer is fully aware that the national economy is adversely affected by tax
evasion, which is reflected, for example, in the breach of the rules of fair competition: the person
who evades payment of the taxes due will be in a financial position that undoubtedly makes him
more capable of competing than the one who does not evade them and pays them. It also hampers
economic progress, since taxpayers who are investors and holders of capital do not favour states
with numerous and/or high taxes; thus, they work to smuggle that capital to what are known as tax

havens.

The following are the leading causes of tax evasion: the tax system, tax administration, and

economic conditions.
1. Causes relating to the tax system: These causes may be summarised as follows:%?

1. The heaviness of the tax burden: The multiplicity and number of taxes and the high rates
at which they are levied increase their weight upon the taxpayer, which may prompt him to
evade them.>?

2. Complexity of the tax system: Among the principal causes of the problem of tax evasion is
the complexity of the tax system to such a degree that the tax administration itself may
encounter difficulties in understanding and applying it, which runs counter to the principle of
simplicity that ought to characterise the tax system. A tax governed by an overlapping and
unclear legislative framework and whose assessment and collection require a lengthy chain
of complex and burdensome procedures will undoubtedly constitute a strong incentive for
taxpayers to evade payment. As the saying goes,** “Evasion is the swift consequence of a
bad tax.”

3. Instability of tax legislation: The proliferation of tax laws and their frequent amendments

render them inconsistent and shrouded in ambiguity. This leaves ample room for



interpretation at the application stage, rather than the principle of certainty and clarity that
ought to prevail, thereby allowing doubt and mistrust of the tax system to take hold among
taxpayers, leading them, in turn, to embrace the idea of tax evasion.>®

4. Weakness of the penalties prescribed for tax evasion: Among the important causes that
lead to tax evasion is the feeling of fearlessness, resulting from the fact that taxpayers who
are caught attempting to evade, or with respect to whom evasion is discovered, are not
subjected to punishment, or that the penalties that may be imposed upon them are weak and
inadequate. In reality, penalties should be deterrent and should not be confined to the
taxpayers concerned alone; they should also extend to all those who have participated in,
assisted with, or incited evasive (fraudulent) conduct.>®

5. Weakness of tax auditing: Since the Algerian tax system is based primarily on tax
declarations, the tax administration must verify the accuracy and reliability of the
declarations submitted by taxpayers, as the level of tax revenue depends on the quality and
effectiveness of tax auditing.®” When such auditing is weak or nonexistent, this is likely to

increase opportunities for tax evasion for those who wish to engage in it.

3. Causes relating to the tax administration: It is self-evident that the tax administration is the
body responsible for implementing tax legislation and putting it into effect in practice, and as such,
any malfunction affecting it will inevitably be reflected in the performance of the tax system as a
whole. One of the most serious problems the tax administration may face is a lack of competence
and/or integrity among its personnel, which encourages and entrenches tax evasion. The lack of
competence is attributable to several factors, including inadequate training and qualifications due
to the absence of seriousness and specialisation in the programmes of the institutions responsible for
preparing staff and enabling them to perform their duties in the best possible manner and the
migration of qualified personnel to other sectors because of low wages and the lack of incentives,
which results in a shortage of professional experience. In addition, the absence or insufficiency of
material resources, such as the lack of suitable premises and the absence of modern technologies in
the workplace, means that tax files are not digitised, are more susceptible to manipulation, and take
longer to examine and process. For integrity, its weakness has many causes, including the weakness
of the moral dimension among a large segment of members of society as a whole*, the weakness of
inspection and control operations by the competent authorities, and perhaps the principal reason is

the absence of strict sanctions against employees who are proven to have committed tax-corruption



offences, which may lead some taxpayers to feel that justice is absent and to seek to apply it

themselves by evading payment of tax in turn.>®

4. Causes related to economic conditions: The economic conditions surrounding the tax system
play an important role in either exacerbating or alleviating the problem of tax evasion. Periods of
economic decline or recession often lead to higher levels of tax evasion, as rising inflation rates in
such situations weaken the purchasing power of consumers (small taxpayers), compelling them to
reduce their expenditures. This, in turn, makes it difficult®® for holders of capital and project owners
(large taxpayers) to shift and/or lessen the tax burden imposed on them as a result of various
production and investment operations. As all of these factors result in increased psychological tax
pressure on all taxpayers (both small and large), attempts at tax evasion are very likely to multiply.
Nor should the role played by the spread of the parallel economy be overlooked, for it not only
entrenches the problem of evasion but, by normalising it (making it appear natural), has rendered the

success of the state's efforts at tax incentivisation extremely difficult,®® as is the case in Algeria.
Conclusion:

The importance of the desired economic governance lies in its focus on the steps required to manage
economic affairs, whether at the policy or implementation level. Since these affairs, like other
matters, are subject to the legal system in force in the state, they are affected by it just as they affect
it. For this legal influence on the policy that the authorities may adopt for the governance of the
national economy to be positive, the Algerian constitutional framer has surrounded it with a set of
principles within which and in the light of which it must be carried out. These principles are,
specifically, the principle of freedom of competition, the principle of equality, and the principle of
integrity. On the basis of these constitutional principles, we conclude that the strong economy that
economic governance policy seeks to attain cannot be achieved without free and fair competition

within an environment of equality among all economic actors.
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