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Fuel for Conflict or Balm for Peace?
Assessing the Effects of Hydrocarbons on Peace Efforts in
Algeria

Abstract

This paper explores the use of hydrocarbon revenues in post-conflict Algeria. While the
bloody years of the 1990s now seem to be over, recurring terror attacks and the ongoing
state of emergency leave room for doubt that a situation of stable peace has been achieved
yet. It is therefore necessary to evaluate the effectiveness of post-conflict peace-building ef-
forts in Algeria and identify ways of improving these measures. The resources, which are
mainly controlled by the central state, can have positive and negative effects on the politi-
cal economy: they can enhance growth and possibilities for the distribution of wealth, but
the dependency on them makes the whole economy vulnerable to crises. Analysing the
economic (and other) causes of the outbreak of the intra-state war in 1992 and the reasons
for its escalation and its fading out can be revealing when assessing the extent to which
critical conditions have or have not been addressed by recent and current peace-building
efforts. The author’s analysis reveals that the measures taken by the government—such as
implementing a programme of national reconciliation, the stimulation of certain sectors of
the economy and the resolute reduction of foreign debt—all aim at stabilization and have
all been driven by hydrocarbon income to a large extent. However, the recent rise and
sudden drop in the price of oil and gas have both had an effect on the scope of these
measures and reveal their limits. Moreover, some of the critical causes of the civil war such
as the unfair distribution of revenue, the lack of political participation and destabilizing
demographic changes still persist and have largely remained unaddressed. One of the au-
thor’s concluding assumptions therefore is that it is very likely that the use of resource
revenues for conflict prevention and peace-building will only lead to sustainable results
when embedded in full-fledged reforms of Algeria’s entire economic and political system.

Keywords: Algeria, violent conflict, terrorism, peace-building, resource management,

socio-economic development, natural resources, oil, gas
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Zusammenfassung

Stoff fiir Konflikte oder Balsam fiir den Frieden?

Eine Einschidtzung der Auswirkungen von Erdél und Erdgas auf die Friedens-

bemiihungen in Algerien

Dieser Aufsatz untersucht die Verwendung von Erdol- und Erdgaserlosen in Algerien seit
Ende des Biirgerkrieges. Zwar scheinen die blutigen 1990er Jahre der Geschichte anzuge-
horen, doch wiederkehrende terroristische Anschlige und eine weiter bestehende Not-
standsgesetzgebung zeigen, dass bisher noch kein dauerhafter Frieden erreicht wurde.
Daher lohnt es sich zu untersuchen, wie wirksam die Friedensbemiihungen in Algerien
sind und was zu ihrer Verbesserung geleistet werden konnte. Die Ressourcen, die vor al-
lem vom Zentralstaat kontrolliert werden, konnen sich auf die Volkswirtschaft des Landes
sowohl positiv als auch negativ auswirken: sie konnen Wachstum verstarken und den
Wohlstand der Gesellschaft fordern, doch die Abhédngigkeit von ihnen macht die gesamte
Wirtschaft anfdllig fiir Krisen. Eine Analyse der wirtschaftlichen (und anderer) Ursachen
fiir den Ausbruch und die Eskalation des innerstaatlichen Krieges dient der Einschédtzung,
ob die derzeitigen Friedensbemiihungen seine wichtigsten Triebkrifte ausreichend
berticksichtigen. Die Autorin zeigt, dass die Mafsnahmen, die von der Regierung umge-
setzt werden — wie das Programm zur nationalen Versohnung, die Stimulierung zentraler
Wirtschaftssektoren und die Riickzahlung der Auslandsschulden —, alle die Stabilisierung
des Landes anstreben und weitgehend durch Erdéleinnahmen finanziert werden. Entspre-
chend haben sich sowohl der neuerliche Anstieg der Preise fiir Erdél und -gas als auch ihr
plotzlicher Fall auf diese Mafinahmen ausgewirkt und damit deren Grenzen offen gelegt.
Auflerdem sind einige der entscheidenden Griinde fiir den Biirgerkrieg, wie die unge-
rechte Einkommensverteilung, geringe politische Partizipationsmdglichkeiten und desta-
bilisierende demographische Dynamiken, bis heute fast unverandert wirksam. Eine wich-
tige Schlussfolgerung ist daher, dass der Einsatz der Ressourceneinnahmen fiir Konflikt-
pravention und Friedensbildung nur dann zu nachhaltigen Ergebnissen fiihren kann,
wenn dies mit umfassenden Reformen des wirtschaftlichen und des politischen Systems in

Algerien einhergeht.
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1 Introduction

Violent Conflict in Algeria and Its Connection with Hydrocarbon Resources
Success and Failure of Peace-building through the Use of Resource Revenues

Constraints on the Outcomes of the Efforts for Conflict-resolution
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Lessons Learned and Conclusions

1 Introduction

While the bloody civil war of the 1990s is now over in Algeria, recurring terror attacks and
the still valid state of emergency show that the country has not achieved a state of stable
peace yet. Algeria’s considerable wealth in hydrocarbon resources and the way they are
managed have both played a role in this conflict and prove that they can be a cause of con-
flict and a determinant regarding the effectiveness of post-conflict peace-building measures
already applied in Algeria. A thorough appreciation of this case may contribute to a better
understanding of the conditions under which peace-building efforts in resource-wealthy
states are promising or doomed to failure.

With 12.2 billion barrels of high-quality oil and 4.5 trillion cubic metres of gas reserves
(BP Dataset 2009), Algeria owns considerable amounts of valuable resource reserves.! Theo-

retical approaches focussing on the alleged link between high-value natural resources and

1 This wealth, however, seems less impressive when calculated in terms of per capita income, an indicator that serve
as a proxy for the potential to buy peace through resource revenues (Basedau/Lay 2009). In 2009, the per capita
revenues turned around 1,250$, while it amounted 5,421$ in Libya, for instance (OPEC Revenue Factsheet).
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violent conflict, summarized under the name of “resource curse” (Karl 1997, de Soysa 2000,
Sachs/Warner 2001, Ross 2004, 2006), serve as a starting point for the analysis. They will be
combined with another approach that takes an interest in the effects of high resource rents,
namely the rentier state theory (Mahdavy 1970, Luciani/Beblawi 1987, Karl 1997, Sandbakken
2007 and others). The latter does not assume that resources increase the probability of the
outbreak and sustaining of a violent conflict, but predicts the use of the resource rents for
sustaining state stability, among others through a highly repressive—and thus potentially
violent—state apparatus, which can easily be observed in Algeria. Both approaches will,
however, be applied with caution, as their useful, but sometimes highly deterministic as-
sumptions about the resource-violence link and their primary focus on domestic political
and economic defects tend to leave out crucial context conditions necessary for a comprehen-
sive understanding of the conflict (Basedau 2005, Basedau/Lay 2009). Many features make
Algeria a special case and the problems faced here cannot be traced back solely to its re-
source wealth. The indirect impact it had on its economic development and the high prone-
ness to economic crisis due to the considerable dependence of the hydrocarbon sector is nev-
ertheless one core element and will be the focal point of the following study.?

The main argument of this article is that the hydrocarbon revenues have, indeed, im-
pacted on peace and stability in Algeria, but that this impact is ambivalent: they are both a
fuel for conflict and a balm for peace. The question as to which of these effects weighs more
heavily in the context of peace-building efforts undertaken in the country still remains to be
answered and presents the guiding question of the analysis at hand. On the one hand, the re-
sources can enhance growth and possibilities for the distribution of wealth. In this sense,
they are currently also applied for specific peace-building measures, namely the measures of
national reconciliation, and general efforts to achieve economic and social development, such
as the stimulation of certain sectors of the economy and the resolute reduction of national debt,
which can be considered crucial to enduring peace and stability. On the other hand, oil has also
clearly had detrimental effects on the economy, political institutions and policy choices, which
all contributed to the onset of conflict in the early 1990s and pose a threat to the current peace
process. The nation’s dependency on its hydrocarbon resources, in particular, makes the whole
economy vulnerable to crises, and these structural problems have still not been resolved,

which also makes peace-building challenging and peace difficult to sustain.

2 These insights are the compendious results of a more extensive context-sensitive analysis of the causes of vio-
lent conflict in Algeria that have been determined by the author within the scope of a research project run at
the German Institute of Global and Area Studies (GIGA), financed by the German Research Foundation (DFG)
and supervised by Dr. Matthias Basedau. Responding to a research gap in the current academic debate on
natural resources and their impact on violence, a sophisticated matrix of central contextual factors concerning
the potential relation between resources and violence has been elaborated and tested exploratively in four
case studies within the research project. The quoted expert interviews were conducted during a field study in
Algeria in February/March 2008.
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The time period under consideration here is the period of lesser—but still consider-
able—violence from the year 2000 up to the present day, which may be classified as an “un-
certain post-conflict period”.? I propose to distinguish between two peace-building phases,
the first being a period of stabilization characterized by progressively decreasing violence
(approximately between 2000 and 2005), starting with the efforts of President Abdelaziz
Bouteflika to achieve civil reconciliation. Nevertheless, a number of serious incidents oc-
curred which also need consideration: the period changed into one of recurring major terror
attacks and kidnappings (ever since 2006), characterized by a change in the nature of the vio-
lence experienced beforehand. This fallback justifies doubts about the success of the peace-
building measures and allows the statement that a phase of genuine peace consolidation has
not started yet. For the analysis of this period, it is also necessary to refer to the reasons for the
onset and escalation of the civil war and thus to the period of the late 1980s and early 1990s.

For being able to use hydrocarbons as a ,,balm” for peace-building, it is crucial to as-
sess the impacts it had in the past, and to check to what extent it has fuelled or appeased the
occurrence of violence up to now. The article therefore proceeds as follows: first, Section 2
will present crucial background information about the intra-state war and its repercussions
up to this day. The aim of this is to provide a context-sensitive analysis of the conflict dynam-
ics, which will be put into perspective with the flow of hydrocarbon rents. But as already
stated, this link is not always obvious and is far from being the only root cause of the conflict
in Algeria. Section 3 will then explore the measures undertaken for peace-promotion, with a
focus on those financed by hydrocarbon revenues or in another relation to them. As the con-
flict is still going on, Section 4 will briefly consider the factors constraining the success of
peace-building measures. The final section (5) then summarizes the lessons learned from this

case study and discusses the prospects for peace-building in Algeria.

2 Violent Conflict in Algeria and Its Connection with Hydrocarbon Resources

The violence that Algeria experienced during its civil war in the 1990s (2.1.) and in recent
years (2.2.) has a long history in which the country’s oil wealth was neither a “curse” nor a
“blessing” in itself. The rising income from hydrocarbons has shaped the country’s develop-

ment decisively, however.

2.1 The Civil War from 1992 to 1999/2000 under the Aspect of Resource Income

In the 1970s, Algeria was a prosperous and promising country with ambitious plans to use its

rising income from the hydrocarbon sector for a far-reaching modernization of its society

3 The end of the war is not unanimously fixed at a special date; some analysts say it was in 2000, while others
claim it was 2001 or even later. The PRIO/UCDP Armed Conflict Data Set data set defines the conflict in 1991
and 1992 as a minor armed conflict that grew into a war between 1993 and 2001 and then de-escalated again in

the years thereafter.
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and economy as well as to promote the emancipation of other “Third World” countries. At
this time, the oil rents allowed a system of broad resource distribution (Auty 2003: 40) in-
spired by socialist ideals. Through the distribution of the rising oil rents, a certain kind of so-
cial consensus was able to be maintained. The high state income has had some negative im-
pacts which have determined the course of economic development to this day: a general
weakening of agriculture and industry, a higher dependence on imports of food and con-
sumer goods, and an increase in the service sector (Dillman 2000: 14).4

In the 1980s it became clear that the modernization projects could not be achieved as
planned —both due to miscalculations and financial problems—and, instead, the country
suddenly found itself in a deep political and economic crisis. What triggered this crisis off
was the increasing pressure on oil prices since 1982 and their sudden collapse in 1986, cutting
the price for Algeria’s Saharan Blend oil by half within just a few months (Aissaoui 2001:
234). In the early 1980s, the oil income accounted for more than 95 per cent of total exports
and around 60 per cent of total government budget resources (ibid.: 223), which makes the
vulnerability to price shocks evident. The declining income made the previously generous
public-spending policy very difficult, some subsidies were reduced and public enterprises
were successively downsized.’

One of the dramatic consequences was a slowdown of employment growth, already
under pressure by the considerable population growth and the high number of new entrants
flowing into the labour market (ibid.: 236). Algeria borrowed heavily against anticipated
rents to finance economic investment and social-welfare expenditure. This brought the coun-
try into spiralling debt. The debt service increased dramatically and, facing the resulting
budget gap, the regime reacted by reducing imports and subsidies to consumption products
(Keenan 2008: 164). This provoked popular discontent, which exploded in late 1988. The pro-
tests also very much expressed rejection of the authoritarian style of ruling (ibid.: 164). The
then ruling President, Chadli Benjedid, reacted to the mounting social pressure by taking
several measures to open the political system up. The main beneficiary of this step was the
Front Islamique du Salut (FIS), a newly founded party without a clear political programme
but with the aim of bringing about a fundamental change to the regime.® One change would

certainly have been the taking over of the control of the state’s revenues.

*  These effects can be summarized as “Dutch disease”, which has been observed in countries benefiting from a rise
in external rents (Cordon/Neary 1982). The basic argument here is that high windfall gains from natural re-
sources—be it through a sudden increase in their price or through the discovery of new resources—leads to a
larger money supply in the country, which in turn leads to inflation. Thereby the production of other sectors get
more expensive and less competitive on the world market, which harms both the agricultural and the manufac-
turing sectors. This effect, observed in the Netherlands in the 1970s after the discovery of a major gas field and
during its exploitation, can also be observed with some variations in many resource-exporting countries.

5 Particularly since 1994 when Algeria embarked on structural adjustment programmes, but the recession was
already being felt in the industrial sector at this time.

¢ Interview in Algiers, March 24, 2008, Dahmane Sadi, vice president of the Islamic MSP party.
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Besides financing development plans, these revenues, derived to a large extent from
the resource sector, had also helped a small fringe of society to amass wealth. This obvious
injustice fuelled the general dissatisfaction of the lower classes. The prospect of the FIS com-
ing to power became more and more likely in view of the party’s success in local elections
and the first round of the national legislative elections. President Chadli Benjedid resigned
just one day before the second round, on 11 January 1992, giving in to the pressure exercised
by the military. The army leaders then stepped in, cancelled the elections and proclaimed a
state of emergency —which is still in force today.

This de facto putsch immediately triggered a violent reaction by the political Islamists,
and the radical members who were ready to fight gained more popular support.” The mili-
tary counter-response was no less violent either. The officers interned many of the arrested
demonstrators and fighters in camps in the Sahara (Lloyd 2003), torturing and killing some
of them there. A considerable number of those arrested “disappeared” and are still missing
today —estimates put the figure at close to 6,000 people (Werenfels 2005: 9). The intra-state
war was to last approximately eight years with an overall death toll of around 200,000, ac-
cording to official estimates. When Mohamed Boudiaf, the president of the Haut Comité
d’Etat (HCE), which had been the national ruling body since the military putsch, was assas-
sinated in June 1992, the war got even more out of control. While attempts at peace-making
systematically failed,® the conflict soon took on an international scale, with foreign resi-
dents—French, Croats and Russians—also being killed. An Air France Airbus was hijacked in
Algiers in December 1995 by members of the Groupe Islamique Armé (GIA), who threatened
to crash the plane in the centre of Paris. In 1996, then, Algerian radical Islamists laid bombs
in several metro stations in Paris. The country now became isolated, with more and more for-
eign embassies closing and foreign airlines strictly avoiding Algerian airports. The climax of
the conflict was reached with the massacres of 1997 and 1998 (Sidhoum 2003). These took
place in almost weekly midnight raids in which civilians were murdered indiscriminately —
sometimes entire communities with between 50 to 400 inhabitants were slain (Cordesman
2002: 120). These massacres were mostly attributed to the GIA.?

7 The participating groups fluctuated and show the fragmented nature of the violent Islamic groups, which
partly also fought against each other: the small group “Al Takfir wa-1 Hijra” and the “Mouvement pour I'Etat
islamique” (MEI) were founded in the 1980s and emerged publicly in 1992 (Martinez 2000: 21). The “Groupes
Islamiques Armés” (GIA) soon joined in, and then the “Armée Islamique du Salut” (AIS) was founded in 1994
as the armed branch of the FIS party (Martinez, 2000: 91). One faction of the GIA would later—in 1998—
evolve into the “Groupe Salafiste de la Prédication et du Combat” (GSPC) and be officially renamed “Al-
Quaida of the Islamic Maghreb” (AQIM) in 2007 (Steinberg and Werenfels 2007: 407).

8 Such as the Sant'Egidio Platform, bringing several conflicting parties together in 1994/1995 with the aim of
solving the conflict. This initiative was rejected by the Algerian military government, which made it ineffec-
tive (http://www.santegidio.org/en/pace/pace4.htm).

® A noteworthy feature of this conflict is that both the Islamists and the security forces were reported to
have repeatedly disguised themselves as their respective enemy to effectuate killing operations for
trapping their victims and then blame their adversary for it. For this reason, the conflict has become

highly complex as responsibilities are not always easy to determine (see, for instance, Mellah 2004).
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The confrontation between the Islamists and the ruling elites in the 1990s should not
only be seen as an ideological conflict about the “right” political and social order. It can be as-
sumed that the conflict took a religious guise because political Islamists provided a coherent
critique of the Algerian political and social order (Lowi 2005: 222), and were for a long time
not suppressed as any other opposition movement. The Islamists were also highly critical
concerning the administration and use of the oil revenues and loudly criticized corruption.!
Many other mainly leftist parties claimed the same thing, but they had little access to funding
(Lloyd 2003: 37) and were strongly repressed and stamped out by the state until the only seri-
ous opponent left was the FIS. One expert said: “The regime was attacked by the dog it had
raised itself to act against the [leftist] opposition. It had become so powerful that it turned
against the regime.”"" The spread of political Islam, already strong in Algeria, was nurtured
and radicalized by teachers and preachers recruited from Iraq, Syria, Egypt and other Arab-
speaking countries in the course of the Arabization of the Algerian educational system. In
many cases, the more radical and politically active people in these groups had once faced re-
pression in their home countries. This impact by international factors becomes particularly
apparent when considering that the greater readiness to fight was inspired by Algerian com-
batants, who had acquired fighting experience and connections to armed Islamist networks
outside the country, coming back from Afghanistan (Faath/Mattes 1996, Lowi 2005: 231).

2.2 A New Wave of Violence after a Period of Stabilization

A period of stabilization can be identified after the war that is characterized by decreasing
violence (from around 1999 to 2005). The drop in violence has much to do with several fac-
tors directly linked to the combatants (see, for instance, Tlemgani 2008). First, a large number
of armed Islamists were killed by security forces. Second, some of the militant Islamist
groups had gone too far with the massacres and other crimes they had committed, which
made them lose much of their support among the people. Third, not a few of them surren-
dered when an amnesty was announced (especially in 1995) and as a result of the law on civil
concord being implemented by President Abdelaziz Bouteflika, who was elected in Septem-
ber 1999. Fourth, a considerable number of the militants decided to leave the country in or-
der to join the insurgents in Afghanistan and Iraq or other radical groups in Europe or else-

where. This last point is relevant for assessing future trends.

10 Interview with Louisa Dris-Ait Hamadouche, assistant professor of Political Science, Algiers, 4 February 2008.

11 Interview with Badreddine Manaa, editor-in-chief of the newspaper Le soir d”Algerie, Algiers, 17 February 2008.

12 For instance in 2007, hundreds of young Algerians seem to have been recruited for service in Iraq (Joffé 2008:
224). According to international terrorism consultant Evan Kohlmann, Algerians have constituted between
nine and 25 per cent of the foreign suicide bombers in Iraq (quoted by Hansen/Vriens 2009). Some Algerian
fighters were also involved in Afghanistan, such as the suicide bombers disguised as a film crew that killed
the leader of the Northern Alliance, Commander Ahmad Shah Mas'ud, in 2001. Exact figures on the number

of recruits are, of course, not available.
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The increase in oil prices after 1999 and especially after 2001 also played its part by im-
proving the financial position of the Algerian state and thereby its rulers’ possibilities to re-
gain strength, purchase loyalty and silence the opposition (Lowi 2009: 141f.). But despite the
overall decrease in violence, many Algerian civilians were assassinated in this first post-war
period (see Sidhoum 2003 for a list of events). The Salafist Group for Preaching and Combat
(GSPC), founded in 1998 as an outgrowth of the GIA, became active, targeting members of
the Algerian army, political office-holders and an increasing number of foreigners. In Febru-
ary 2003, for instance, it kidnapped 32 European tourists, who were liberated in May and
August of the same year.® Large-scale terrorist attacks were the exception, however
(Steinberg and Werenfels 2007: 408).

Violence has been increasing again since October 2006 and now displays a different na-
ture (Joffé 2008: 225). Before, the armed Islamists rather attacked in their traditional strong-
hold in the north-eastern region of the country,'* far from the oil and gas fields. The latest at-
tacks show evidence of better planning and refinement of methods (MEES 10.8.2009). They
also seem to aim at attracting more international attention. The main terror attacks were all
claimed by the principal dissident groups, which are largely subsumed by the Salafist Group
for Predication and Combat (GSPC). It has officially renamed itself Al-Qaeda in the Islamic
Maghreb (AQIM) in early 2007; this step may indicate its reversion to the indiscriminate ter-
rorism of the former GIA and its increasing targeting of the police as the civilian wing of the
security forces (Roberts 2007: 4). They diversified their methods, inspired by those applied in
Iraq and Afghanistan, and increased their threats to what they termed “crusading Western-
ers” (US State Department 2009). First, an attack was mounted near Algiers on 10 December
2006, targeting a bus carrying employees from the American company Brown and Root Coo-
pers (a subsidiary of US construction company Halliburton). A few months later, on 4 March
2007, a roadside attack was made on a convoy of workers from the Russian company Stoy-
transgas (Reuters 4.3.2007). The simultaneous attacks on the Constitutional Council building
and the UN’s headquarters in Algiers on 11 December were very probably also meant to at-
tract the attention of the international media, which they certainly succeeded in doing. In
2009 there were also lethal attacks on students and foreign experts, hitting their police es-
corts. Currently, Chinese workers and experts are threatened as AQIM recently warned it
would avenge the repression of Muslim Uighurs in China (MEES 20.7.2009).

The ones hit by the attacks most of the time are simply ordinary Algerian citizens,
however. On 13 February 2007, six people died and many others were injured in car bomb-
ings staged in the provinces of Tizi Ouzou and Boumerdes. The attacks of 11 April 2007 on a

government building in central Algiers and on a police station near the international airport

13 But one of the hostages who had died.

4 The regions affected by terrorist attacks are mainly the central eastern parts of the country (the wilayas of
Boumerdes, Bouira, Tizi-Ouzou and Bejaia), the eastern part (with the wilayas of Jijel, Mila and Sikda) and the
south-east with the wilayas of Tebessa, Biskra, Khenchela, Batna, Touggourt and El-Oued (CRI 2009).
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left 33 dead and injured 220 (Maghrebia 11.12.2007). The “innovative aspect” about this at-
tack was the use of suicide bombers. On 6 September 2007, an assassination attempt was
made on President Bouteflika by a suicide bomber as well —the target was saved, but 22 other
people died and 107 were left injured. In September 2007, a car bombing near the Algerian
coast targeted members of the National Guards—28 people died and 30 were injured. A se-
ries of high-profile terrorist attacks occurred in August 2008 with at least 79 people killed,
most of them in suicide bombings (US State Department 2009).

These and many other attacks on security personnel and infrastructure as well as the
kidnapping of local people, foreign businessmen and tourists show that a considerable num-
ber of insurgents are still active. Hence, a closer look needs to be taken at the reasons why
the efforts at stabilization seemed to succeed at first, but are now struggling to bring about
enduring peace to the country. This recent development in the level of violence cannot be
traced back to the country’s hydrocarbon wealth and the income deriving from it very easily.
It is, however, interesting and pertinent to look at the ways the oil and gas revenues are used
for stabilizing the country and for taking measures to achieve peace and reconciliation.

In sum, the violence Algeria has been facing in recent years has a long history, one in
which the country’s oil wealth is not a “curse” or “blessing” in itself. Furthermore, it is not so
much a problem of resource wealth, as the “resource curse” approach suggests, but one of
overdependence (Basedau 2005) combined with policy choices that brought the country into
a state of deadlock. These policy choices partly go back to struggles within the ruling class it-
self. They nevertheless contributed to the deep socio-economic imbalances which are partly
at the root of the conflict.

3 Success and Failure of Peace-building through the Use of Resource Revenues

The peace-building measures have largely concentrated on broadening the security sector
(see Section 3.1.) and establishing a programme of national reconciliation (3.2.). Certain
measures for promoting general economic development (3.3.) can also be considered relevant
for providing the conditions for successful peace-building. In the first case, a link to the hy-
drocarbon revenues can be established more easily as the state’s financial scope of action re-
garding equipment and personnel vacillates in line with its hydrocarbon revenues. The sec-
ond set of measures is funded by the government, too, and thus partly also by its hydrocar-
bon revenues, but follows a more complex logic. Thirdly, the efforts to promote economic
and social development and their relation to the hydrocarbon revenues will be presented
here briefly. The question of whether these different sets of measures really go far enough for
achieving a situation of stable peace also needs to be examined.

3.1 Stabilization by Reinforcing the Security Sector

The government puts great emphasis on the country’s security forces. This is also apparent in
view of the fact that Abdelaziz Bouteflika has not only been President since 2004, but also the

Minister of National Defence and Commander-in-Chief of the Algerian armed forces. To a
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large extent, the security expenditures are covered by revenues from the oil and gas sector,
and as a consequence, they can augment in times of high revenues.

The defence budget has been one of the biggest expenses in the overall budget for
many years. On average, Algeria has spent between 2.7 (2006) and 3 per cent of it (2007) a
year on its security sector (SIPRI 2009), which is up to 17 per cent of its state budget (WDI
Indicators 2009). Military spending has risen considerably in recent years. While it amounted
to US$1.9 billion in 1999, it nearly came to US$3 billion in 2006, US$3.5 billion in 2007 and
almost US$4.2 billion in 2008 (calculated in the constant exchange rate set for $US in 2005,
SIPRI 2009). The budget for 2009 amounts to US$39.9 billion; with the budget for national de-
fence purposes rising by almost 30 per cent to US$5.9 billion, this was slightly more than
what was spent on education and considerably more than in the health sector. The terror at-
tacks undertaken since 2006 have led to reinforcement of the state’s security forces, which al-
ready have a prominent position in the country. At the moment, the police force has also
been strengthened: In 2007, it numbered around 120,000 officers, and by the end of 2009 this
will have risen to approx. 200,000 (CRI 2009). In Algiers alone, the number of police officers
has doubled since 2007, increasing to around 40,000 by 2009. The national gendarmerie has
been strengthened as well, rising from 80,000 gendarmes in 2007 to 140,000 by the end of
2009 (ibid.). This higher spending, justified by the growing threat of terrorist attacks, could
easily be financed by the rising oil revenues. Even now that prices have fallen, the currency
reserves still allow the expenses to be maintained. This higher spending gives the state more
leeway in reacting to terrorist attacks and tracking down terrorist groups. The fact that ter-
rorist groups were able to stage attacks in the middle of Algiers or in other highly protected
areas shows that this method is not infallible, however.

Algeria is currently spending much more on international arms purchases than any
other African state (SIPRI 2009). Several billion-dollar arms deals with Russia and other
countries have led to a strategic imbalance in the region. The fight against terrorist groups of-
ten serves as a pretext for buying weapons, but much of the material purchased can be seen
as a conventional means of defending the independence of the country and the integrity of
its territory, securing its borders, establishing public order and repressing forces of unrest
(Sehimi 2008). As Egypt, Libya and Morocco are highly equipped as well, even if there exist
no direct threats, Algeria’s heavy armament could lead to a conflictual situation occurring in
the Maghreb region, with all four countries jostling for power in the region. As far as the im-
pact of the build-up of arms and security forces on the level of internal violence is concerned,
it is obvious that given the persistence of terrorist groups, their activities cannot be reduced
through military and police action alone. Besides military deterrence, softer peace-building

measures have therefore also been introduced.
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3.2 Peace Promotion through “Reconciliation” and Its Link to the Resource Sector

The main measure to mention here is the programme for civil reconciliation implemented by
President Bouteflika and partly financed by oil revenues. As a means of stopping the vicious
circle of violence from continuing, the government decided to give combatants the possibility
to cease armed fighting and return home without any fear of reprisal and even benefiting
from compensatory payments. This started as early as 1995 when the amnesty law was in-
troduced by President Liamine Zéroual. According to official figures, around 6,000 combat-
ants accepted amnesty at this time (Joffé 2008: 216). This law was replaced in 1999/2000 by
the “Civil Concord” proposed by the newly incumbent president, Abdelaziz Bouteflika, as a
means of ending the civil war.’® The new legislation, approved by the Algerian parliament in
June 1999 shortly after the presidential elections, offered the possibility of amnesty to those
who had not been directly involved in massacres, rapes or murder, and partial amnesties
with limited remissions of sentences to those who had been involved in such crimes
(ibid.: 215f.). This was reiterated in February 2006 when the “Charter for National Reconcilia-
tion and Peace”, which had been approved by 97% of the voters in a referendum held some
months before, came into force. The amnesty was intended to make the reintegration of for-
mer combatants into society possible and thus stop combatants from continuing with violent
activities due to a lack of alternatives. This change in strategy by the state was not only a re-
sult of the limited success of the massive repression, “it was also an attempt to broaden the
national legitimacy of the military regime and to put an end to the international isolation into
which Algeria had slid due to its violent conflicts” (Werenfels 2005: 11).1

According to Djamel Ould Abbas, Minister for Solidarity, Family and Algerians
Abroad, the Charter for Peace and National Reconciliation cost the Algerian state 20 billion
dinars (200 million euros) up until September 2009.!7 It is very likely that the high oil reve-
nues allowed the government to give this material backing to the reconciliation policy of
President Bouteflika, for instance through compensation payments, and therefore the stabili-
zation of Algeria since about 1999/2000 can partly be linked to the rise in these revenues.

Nevertheless, in Algerian society, many people are unsatisfied with the amnesty meas-
ures. The charter has been criticized for placing culprits and victims in the same basket (Par-
geter 2006). The government declares in the document that it is not guilty of the disappear-
ance of Islamists and other individuals—actions in which elements of the security services
were involved —and it sets limits to the provision of compensatory payments (Charter for

National Reconciliation and Peace 2005). The fact that former terrorists receive compensatory

15 This amnesty consisted of two parts: the actual Civil Concord and a presidential amnesty granted to
the Armée Islamique du Salut (AIS), which had already agreed a truce with the army in October 1997.

16 The international isolation was one consequence of the risk of terrorism in and outside Algeria, but it was also
increased by the military government refusing to allow any foreign investigations or interference.

17 BBC/Tout sur 1'Algerie website 3.10.2009.
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payments —exceeding those accorded to their victims and their families—has created serious
grudges from the side of the victims.’® As human-rights organizations have repeatedly as-
serted, this institutionalizes a climate of impunity. Beyond the reduction of violence, it cannot
be excluded that “[t]he principal (hidden) interest of the authors of the document is the im-
punity granted to members of the security forces who were involved in massive human
rights abuses” (Werenfels 2005: 11). It probably also serves the purpose of preventing former
combatants from speaking out and revealing inconvenient truths."

The lower level of violence compared to its growth in the mid-1990s does not mean its
near end, as the frequency of new attacks makes clear. The renewed violence does not pose a
direct danger to the state, but it “does mark the chronic failure of the regime to handle its
opponents and suggest that the amnesty in 2006 has not achieved its objectives, instead
sparking off new resistance” (Joffé 2008: 225). Sometimes, given the neglect of investigations
and punishment of culprits, acts of vigilante justice are reported. Furthermore, there is no
guarantee that the members of the armed underground groups who have been amnestied
since 1999/2000 have really turned their backs on violence for good (Mattes 2003: 165). In
sum, potentially destabilizing factors have not diminished in Algeria since 1989, and the

measures for achieving reconciliation do not reach the roots of the problem.

3.3 Socio-economic Development for Conflict Prevention

Part of the nation’s proneness to conflict and violence is rooted in the socio-economic devel-
opment of the country, and it is easier to establish a link to natural resources here than for the
conflict itself. Some precautionary measures were taken this time, such as a much lower level
of debt and other measures boosted by the higher hydrocarbon revenues (3.3.1.). Structurally,
though, the situation is not very different to that of the late 1980s (3.3.2.).

3.3.1 Hydrocarbon-driven measures bring some positive effects

Algeria’s hydrocarbon revenues have been very high and promising in recent years. In 2007,
the state earned US$59.3 billion and in 2008 its earnings amounted to US$75 billion (AFD,
19 Oct 2009). These revenues can allow the state to flesh out its measures for conflict preven-
tion through peace-building and deterrence as well as through its general development policy.
But the volatility of the world oil price and the parallel fluctuation of the Algerian state’s in-
come are still a major problem, and one that became obvious again during 2008. The oil-price
bubble, which rose to almost US$140 per barrel in July 2008, plummeted to less than US$40
in December of the same year and is currently at a relatively low and instable level of US$76

(February 2010). While Algeria earned 63 billion euros in revenue from its oil and gas exports

18 Interview with Fatma-Zohra Kheddar, responsible of the memorial centre of the association Djazairouna for
the victims of terrorism, 25 February 2008, Algiers.
19 Interview with the historian and editor Daho Djerbal, 12 February 2008, Algiers.
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between January and September 2008, this amount fell to less than half (31 billion euros) in
the same period of the following year, as Sonatrach’s then-incumbent director Mohamed
Meziane announced (AFP, 19 Oct 2009). The country’s high dependence on the resource sec-
tor makes the economy and the government vulnerable to crises, and the variation within a
relatively short period has left traces that show some alarming parallels to the period before
the unrests of the late 1980s.

In view of the risks that can occur due to the volatility of the oil price, a regulation fund
(Fonds de Regulation des Recettes) was introduced in 2000 for saving surplus revenues. Any
budget surplus above a certain benchmark of the oil price is saved in this fund. This bench-
mark price was fixed very conservatively at US$19 per barrel for the period from 2000 to 2007
and rose to US$37 per barrel in mid-2008. Since the price drop, this fund has been able to
balance out the lower revenues. At the end of 2008, it held about US$76 billion. One of the
most sustainable measures made possible by the higher revenues was certainly the reduction
of the country’s total foreign debt. In 2006, it paid back almost its entire debt to the Paris Club
ahead of schedule, and already since 2005, new indebtedness is principally prohibited for
any state institution. Correspondingly, the total foreign debt amounted only $US 3.9 billion
at the end of 2008 (German Embassy Algiers, 2009).

A large part of the revenues was saved. The state has tried to avoid overheating its
economy by placing a considerable amount of its income outside the country. This decision
has become a problem, though: when the world financial crisis started, access to these funds
became difficult. Karim Djoudi, Algerian Minister of Finance, announced in November 2008
that the entire Algerian reserves—around US$ 135 billion—had been placed abroad in US
and European banks (L'Expression, 11.11.2008). The retrieval of these funds needs to be effec-
tuated in several steps, therefore Algeria does not have immediate access to them. According
to economist Abderrahmane Mebtoul (President of Adem, the Association for the Develop-
ment of the Market Economy in Algeria), short-term retrieval would lead to a reduction of
more than 30 per cent of the bonds (Jeune Afrique, 11-17 January 2009). For a while, it was
unclear whether these funds had been placed with one of the US banks that broke down in
the course of the financial crisis, but as it turned out, this was not the case.

The main reasons for social dissatisfaction over the last few years are the lack of hous-
ing, the lack of water, the loss of purchasing power and the continuing political violence.
Some projects introduced by the government are aiming at responding to these needs. Since
2005, the Algerian state has invested around US$ 155 billion in its programme to achieve an
economic relaunch (Programme pour la relance économique)—three times more than ini-
tially planned. Parts of this are earmarked for its construction programme for creating more
than a million affordable housing units, its programme for job creation, the East-West mo-
torway, the renewal of water infrastructure and the construction of new urban centres in
Hassi Messaoud and the High Plateaux (see Mattes 2009 for details of the regional and rural

development plans). The problem here, however, is that infrastructural projects do not gen-
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erate economic activity by themselves; they can only improve the climate in which such ac-
tivities can develop, especially through private investment. The question of distributional
justice also remains: who will profit from these measures in the end? Who will have access to
them and who will not? The moment these issues become clearer, they may provide new
reasons for grievances by those who feel left out.

The question of whether the development plans can be realized will therefore depend
on price developments in the future. According to estimates made by the Economic Intelli-
gence Unit, for its planned expenditure in 2009, Algeria needs an oil price of US$ 60 to US$ 65
per barrel to avoid a budget deficit (EIU 2009: 6). Currently, the price is above this figure, but
the recession in many industrial countries is keeping the market unstable. One World Bank
expert has stated that the financial reserves of Algeria will be depleted by 2012.20 In sum, the
high windfall gains from the country’s hydrocarbon resources have mainly been invested in
ambitious infrastructure and housing projects or used for consumption subsidies,* none of
which is necessarily an effective means of solving the deep structural problems still affecting

the Algerian economy and society.

3.3.2...but do not meet the deep structural deficiencies of the country

The structural problems that made the country vulnerable to crises and thereby indirectly to
conflict in the 1980s have still not changed fundamentally —on the contrary, the economic
dependence on the oil sector is even more pronounced today. For the Algerian state, hydro-
carbons remain the principal source of foreign exchange as they constitute 98% of its exports
today (IMF 2009). They are also an important pillar of the budget as 76% of the overall
budget revenue and 44% of the gross domestic product (GDP) derive from this sector (data
for 2007, IMF 2009). This situation is dangerous regarding the long-term stabilization of the
country. In the following, the focus will be on aspects the government has not touched suffi-
ciently, but which are relevant for long-lasting peace-building.

Algeria’s economy is suffering from serious illnesses which are partly linked to it being
a rentier economy: the import sector is strong and has a major share in basic food products,
pharmaceutical products and consumption products—a typical symptom of “Dutch dis-
ease”. In the aftermath of the 2008 oil-price drop and the rising pressure of world prices for
food, the government implemented several measures limiting the amount of imports permit-
ted (Liberté, 2.9.2009). But still, entrepreneurship and innovation, which could both substi-
tute imports in responding to domestic demand and help to increase non-hydrocarbon ex-
ports, remain paralyzed by barriers to investment such as insufficient access to financing,
major bureaucratic hurdles and widespread corruption (Hadjadj 2007). The Global Competi-

tiveness Index for 2008-2009, which is maintained by the World Economic Forum, ranks Al-

2 Dr. Amhamed Hamidouche quoted in “L’Expression”, 27 August 2009.
2 Such as the rise in subsidies for basic foodstuffs (milk, grain, etc.) realized by an additional budget passed in
June 2008.
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geria 99th out of 134 countries. The country got very low scores compared to other countries,
especially in categories such as “efficiency of the labour market” and the “sophistication” of
the financial market and the business sector (World Economic Forum 2009). The situation is
similar when it comes to corruption: in 2009, Algeria was ranked 111th out of 180 countries,
far behind its neighbours Morocco (89) and Tunisia (65) (Transparency International 2009),
which is a clear deterioration compared to previous years.

Corruption and fraud are frequent practices in the Algerian economy and politics, but
only rarely is there proof of this, and legal action is hardly ever taken (Hadjadj 2007). There is
evidence that the oil and gas sectors are highly affected by this as particularly good “earn-
ings” are to be made there. Up to now, the hydrocarbon sector, which is “the backbone and
principal instrument of state power, has remained above supervision, regulation and ac-
countability” (Lowi 2007: 134). It is likely that parts of the hydrocarbon rents have been dis-
tributed in obscure ways. The state-owned company Sonatrach, founded in 1963, is c