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:ملخص

الأداة الاستثمار، قامت السلطات العمومیة باستعمالإقلاعإلىفي إطار تنفیذ سیاسة مالیة تهدف 

ولقد تجلت هذه السیاسة الجبائیة التحفیزیة في جملة من . للشغلوخلق فرصإطلاق مشاریعالضریبیة من أجل

ومع ذلك تبقى هاته الأداة صعبة . الإعفاءات والتخفیضات الضریبیة التي نستفید منها المشاریع الاستثماریة

فعال وناجع , عمال مشروع ــــــــــطلب تأطیرا قانونیا ومالیا محكما من أجل استـــــــها تتــــــــالتطبیق في الواقع لأن

  . یلة الجبائیةــــــــللوس

النظام المشترك للقانون المنصوص علیها فيتهتم هذه الدراسة بتسلیط الضوء على النفقات الجبائیة

مع المبادئ الأساسیة التي تحكم الاستخدام القانوني الإعفاءاتهذهبتحلیل مدى توافقكما تهتم أیضا, الضریبي

مبدأ العدالة الجبائیة ، مبدأ مبدأ الموافقة على الضریبة،تعلق منهالاسیما ماالعقلاني للأداة الضریبیةوالمالي

الأخذ بهذه المعاییر لا یكون إلا بإخضاع إن.ومبدأ نجاعة النفقات الجبائیةبساطة وفعالیة النظام الجبائي

عن طریق عن في عدم دستوریة بعض الضرائب السیاسة الجبائیة لرقابة مجلس المحاسبة وفتح المجال للط

هذا یقتضي ترشید النفقات الجبائیة إخضاعها لتقدیر سابق . البرلمان وذلك عدم تطابقها مع المبادئ الدستوریة 

  الدستوربإخضاعإلايكونلاالمعاييربھذهالأخذ  .ولاحق حتى تكون هذه الأخیر ذات فعالیة وتجنبا لتبذیر المال العام

.عدالة؛تمویل؛عامة؛ضریبة؛ نفقات:لمات المفتاحیةالك

Abstract:

As part of the implementation of a fiscal policy intended to stimulate investments, 
public authorities have mobilized the tax instrument to promote the launch of investment 
projects in addition to the creation of employment through tax expenditures resulting from tax 
exemptions. However, the use of taxation as a means of encouraging investment is difficult to 
implement in practice as it requires the application of strict legal and financial guidelines for 
the legitimate, rational, and efficient use of budgetary expenditures. 

This study highlights tax expenditures under common tax law as well as the analysis of 
the compatibility of tax exemptions with the fundamental principles governing the proper
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legal and financial use of the tax instrument. Adopting these standards requires subjecting the 
tax policy to the oversight of the court of auditors and allowing the possibility for parliament 
to challenge the constitutionality of certain taxes when they do not conform to the
constitutional principles governing taxation. Moreover, rationalizing tax expenditures 
necessitates subjecting them to both prior and subsequent evaluation to ensure their 
effectiveness and to avoid the waste of public funds. 

Keywords: Tax; expenditures; investment; public; finance; equity.

Introduction:
Economists have always had a great interest with regard to the relationship between 

taxationandthe economy .This thought emerged explicitly with the studies of the English 
classics andtheFrench physiocrats in the middle of the 17th century who called for economic 
freedom tocounterthe increased poverty in Europe1. Moreover, these philosophersinsisted on 
the neutrality of theintervention of the State, considering that any intervention inthe economy, 
either by tax or anyother means, is deemed negative as it generates distortionsat the level of 
the market2 .

    This thought is the very basis upon which progressive tax-averse conceptions of 
classicaleconomists are based on. Never the less, these ideas have led to the establishment of 
therelevant principles on which current tax systems are grounded on. For instance 3 , the 
progenitor of classical economic theory: Adam Smith in his book, “The Wealth ofNations” 
published in 1776, he set forth the four relevant tax principles, also known as thefour canons 
of taxation: equality, certainty, convenience, and the economy .These principlesrepresent the 
principles of common sense and the key to the establishment of the current taxsystems, which 
have become obvious and need not be revisited4.

     In contrast to the classical liberal movement, KEYNES.J.M developed the general 
theory ofemployment, interest, and money. According to which, the State must intervene in 
theeconomic field to compensate for market failures which do not necessarily lead to 
theeconomic optimum according to the law of spontaneous equilibrium as advocated by 
theclassical liberal theory5. The theory of KEYNES was very successful in theface of the 
great depression of 1929, this, in turn, demonstrated the limits of classical liberaltheory. 

    It turned out that the stock and banking market were unable to stabilize 
spontaneously, thusleading to the occurrence of the biggest known crisis in economic history 
affecting Americaand European countries in particular. For the afore-mentioned reasons, the 
Keynesian theorywas put into practice during the period of end of the Second World War, and 
until the mid19706..During this period, States were forced to intervene gradually ineconomic 
life in order to stimulate its growth. Consequently, the State must play a role of aregulator; 
this notion of regulation appeared for the first time in the United States on theoccasion of a 
“new deal”. This theory attributed a significant role to the welfare State, theregulator of 
economic activity, namely the State that oversees the various economic objectivessuch as full 
employment, inflation, etc7. On the fiscal front, Keynes recommendsthe use of an 
expansionary fiscal policy or stimulus in the event of a recession with increasedpublic 
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spending and lower taxes. In times of inflation, it recommends the adoption of a tight
fiscal policy that manifests itself in an increase in tax levies paired with a decrease 
inspending. According to this theory, the tax is not a mere levy, but rather a driving 
instrumentof economic regulation. The incremental and sectoral effects of taxation, public 
expenditure,and monetary policy are placed at the forefront of economic policy8.

After the Keynesian theory was widely disseminated during the post-World War II 
period, itwas challenged in the middle of the 19th century both academically by the new 
classicalschool, and politically as most advanced countries recorded low growth with high 
inflationdespite the Keynesian revival policy. The middle of the 19th century marked the rise 
of a newclassical school called neoclassical, which is a modern liberal school of economic 
thought.

This school attempted to demonstrate that Keynesian politics had led to a stagnate 
growthaccompanied by high inflation9. As a result, market selfregulation became again the 
dominant economic approach over the economic policies ofWestern countries. Despite the 
fact that the latter have marked many interventions duringperiods of economic crises, such as 
the financial crisis of 2007, and the COVID-19 pandemic,through which, the most affected 
sectors of the economy have benefited from manyprivileges, including tax relief. In 2003, 
Canada, France and the United States resorted to taxincentives, in such a way that 65% of tax 
expenditures were aimed at economic objectivesversus 35% of social objectives10. 
Nonetheless, the non-interventionism of theState remains the fundamental principle of 
Western liberal thought.
In countries in transition to a market economy such as Algeria, the public authorities 
arehelping to revive their fragile economies through various means, including tax 
expenditures.

This practice emerged with the structural adjustment reforms for the transition to the 
marketeconomy in the 1990, however, it is worth noting that it was only until the 2000s that 
taxexemptions have grown in Algeria. As a result, an exorbitant number of tax privileges 
wereintroduced to boost investment.

    Although the relationship between taxation and development is theoretically evident, it is 
stillthe subject of much controversy regarding its effectiveness in practice. This tax-
developmentrelationship is complex and difficult to implement especially for economies in 
transition as itdepends on several economic and political factors 11. Many developingcountries 
are using the tax instrument in a way that deviates from the economic logicunderpinned by 
the objective criteria of effectiveness, efficiency and fairness of the taxsystem. The economic 
transition is a decisive phase that requires the judicious choice ofeconomic and fiscal policies 
in order to ensure a smooth transition with the rationalexploitation of the instruments of good 
governance.

In the implementation of this policy, public authorities are required to respect the 
fundamentalprinciples governing the tax system and public finances, namely the principle of     
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equalitybefore taxation, the principle of efficiency and effectiveness of the tax and financial 
system.

The present study attempts to define the main privileges provided in common tax law in 
favorof investment, while also trying to examine their compatibility with the common-
senseprinciples governing the tax system and public finances.

1- The definition of tax expenditures

Tax expenditures represent a loss of tax revenues resulting from tax exemptions 
introduced bylegislation. Tax expenditures are also referred to as “tax exemptions” or “tax 
niches”.However, when tax expenditures are intended to encourage behavior, it is preferable 
to usethe term “tax incentives”12.

    In Algeria, the concept of tax expenditures lacked a clear legal definition, as indicated by 
thereport of the Court of Auditors on the draft law on the budget regulation for the 2013 
financialyear (Appraisal report of the draft law regarding budgetary, 2013) 13. The first 
definition is theone adopted by the 2011 Ministry of Finance report that defines tax 
expenditures as “the taxbenefits granted by the State in order to encourage the activities of 
regions, companies orsocial categories byvoluntarily renouncing part of its tax revenues”. The 
advantages grantedin this framework are intended to encourage a class of taxpayer, a type of 
product, service, oreconomic, social, cultural or geographical activity. However, our study 
focuses solely oneconomic tax expenditures and particularly those aimed at stimulating 
investment.Algerian tax law provides a substantial number of tax exemptions in order to 
promoteinvestment. These tax exemptions are covered by various legal texts, including tax 
codes, thelaw on investment, and the various free trade agreements. This study focuses solely 
on taxexpenditures under common tax law, that is, “the set of legal rules applicable to all 
taxsituations that are not the subject of special or particular rules”.

    A considerable part of the derogations appeared with the 1992 tax reforms, but it was from 
theyear 2000 that the tax derogations began to take on an exorbitant nature. These privileges 
canbe divided into two categories: sectoral measures and privileged companies.

1.1- Sectoral measures
Sectoral measures can be grouped into two categories: privileged sectors and favoured 

activities.

A - The privileged sectors

Tax law favors four main sectors, the agricultural sector, the tourist sector, the craft 
sector andthe cultural sector.

The agricultural sector benefits from an exemption in terms of global income tax, and in 
termsof Corporate Income Tax (CIT). Under the global income tax, the permanent exemption 
wasintroduced under the 1992 Supplementary Finance Act and was intended for 
incomegenerated from cereals and pulses 14 . The scope of exemption was then extended 
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toinclude income from date cultivation under the 1999 Finance Law15. This derogation 
wasfurther extended with article 6 of the 2011 finance law in favor of income from raw 
milkintended for consumption in the state16. Under corporate tax, the permanent exemption 
foractivities relating to raw milk for consumption was also introduced in the 2011 Finance 
Act17.

As for the tourism industry, the preferential tax system was introduced with 
theComplementary Finance Act (CFA) for 2009 which grants to this sector privileges in terms 
oftax on professional activities (hereinafter "TPA"), registration fee, and corporate tax. 
Theamount achieved in foreign currency by the tourist activities hotels, spas, 
restaurantsclassified and travel agents is deducted from the turnover for the calculation of the 
TPA18.Thus, the acts of construction and capital increase of tourist companies are exempted 
from theregistration fee19. With regard to corporate tax, the temporary exemptions benefitting 
thetourism sector appeared with Article 10 of the 2011 Finance Law20. The exemption period 
is 10years for tourism enterprises other than tourist agencies, travel agencies as well as 
travelsemipublicompanies. Furthermore, tourist and travel agencies as well as hotel 
establishmentsbenefit from a 3-year temporary exemption on the turnover achieved in foreign 
currency21.

The craft sector benefits from tax privileges pursuant to flat-rate tax, and income tax. 
Underthe flat-rate tax, the permanent exemption was established with Article 13 of 
ComplementaryFinance Act (CFA) in 2008 for the benefit of traditional craftsmen as well as 
those engaged inthe activity of fine craftsmanship22. For craftsmen subject to income tax, the 
duration ofexemption is 10 years. This benefit goes back to the 1993 Finance Act, which, for 
the veryfirst time, defined exemptions from income tax23.

At the cultural sector level, the revenues generated by the theatre companies are subject 
topermanent exemption regardless of their tax regimes be it flat-rate,income or corporate 
tax.This privilege was created with respect to the income tax, and the corporate tax with the 
1993Finance Act, which determined for the first time the exemptions for these taxes24.
Moreover,the Finance Act 2015 instituted another cultural privilege in such a way that the 
sumsgenerated on the occasion of scientific, artistic or cinematographic literary works are 
notincluded in the base of income tax25. With regard to the flat-rate tax, the permanent 
exemptionin favor of theatrical revenue was created with Article 13 of the Complementary 
Finance Act(CFA) for 2008 amending Article 282 octies DTC26. 

B- The privileged activities 

Besides the sectoral measures, tax law also provides privileges in favor of certain 
activities,whether it be on flat-rate tax, income tax, or corporate tax.Since its establishment in 
2007, the single flat-rate system has favored the production and saleof goods with the 
implementation of a reduced rate27. This rate was first set at 6% of turnover,and then lowered 
to 5% in 2015. For the remainder of activities, in particular serviceprovision, the rate is set at 
12%28.

The Flat Rate Scheme provides, since its establishment in 1991, a prerogative for 
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exclusivebakery activities with the application of a 50% reduction in profit achieved29. This 
reductionwas changed to 35% with the 1998 Finance Act30. Subsequently, the 2011 Finance 
Actmodified the structure of the arrangements relating to this privilege by applying a 
rebatesolely to the profit reinvested within the limit of 30%.

When the corporate tax system was introduced in 1991, it provided for a single rate of 
42%which would apply equally to all activities without discrimination. This rate was, 
then,reduced to 30%, and then to 25%. This single rate system called flat tax is adopted by 
manycountries in Eastern Europe. In contrast, the majority of Organization for Economic 
Cooperation and Development OECD countries adopt the progressive income tax scale as 
afairer mean. For Algeria, the preferential rates were first introduced with the 
2008Complementary Finance Act. The preferred rate was reduced to 19% exclusively for 
thebenefit of productive enterprises. It is worth noting that the trade and service activities 
werestill subject to the 25% rate31. Then, the scope of the preferential rate of 19% was 
extended tothe benefit of building activities and tourism32. In 2014, this privilege was further 
extended toinclude travel agencies33. Following the extension of the preferential rate, the 
ComplementaryFinance Act 2015 has, yet again, restricted its scope exclusively to the benefit 
ofmanufacturing activities34. Additionally, an intermediate rate of 23% was introduced for 
thebenefit of Building, Public works and Hydraulics (BPWH) activities, as well as tourist 
andspa activities excluding travel agencies. For trade and services activities, the rate 
wasincreased to 26%.

1.2- The privileged companies

Common tax law offers a wide range of tax incentives to certain enterprises. The 
term“enterprise” used here includes the various forms of enterprise permitted by law, whether 
it isthe sole proprietorship or the enterprise comprised of several partners. Two types of 
taxprivileges can be distinguished in this respect. On the one hand, there are privileges offered 
toemerging companies, and on the other hand, privileges offered to the group of firms.

A - Emerging companie

Common tax law provides a dual incentive plan for emerging companies. On the one 
hand,there is the tax incentive scheme for project leaders eligible for financial aid schemes 
such asNational Fund for Unemployment Insurance NFUI , National Agency Supporting 
YouthEmployment NASYE and National Micro Credit Agency NMCA , and on the other 
hand,there are tax privileges granted to startups.

Intermediation institutions in the labor market35 such as NFUI36 and NASYE37 were 
created inAlgeria to absorb unemplyment, which experienced an unprecedented rate in the 
1990. Thisis the inevitable result of the adoption of the economic restructuring or structural 
adjustmentprograms (SAP) accompanied by redundancy measures ( Mayoukou, Kertous and 
Ayoub,2020). Furthermore, the very favorable oil market condition, during the years 2001-
2013,allowed the creation of NMCAas an intermediary institution led by the public 
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authorities tomanage the malfunction at the level of the job market. These institutions, in 
coordination withthe public banks, commit themselves to financing investment projects. In 
addition, projectholders enjoy many tax privileges granted to them under tax law. The first 
incentive grantedto investment as part of intermediation institutions in the labor market in 
Algeria refers to the1997 Finance Act, which granted for the first time a temporary exemption 
of 3 years for thebenefit of young entrepreneurs receiving financial assistance from NASYE. 
In 2009, a newpermanent exemption was added in favor of project holders eligible for NMCA 
support. Thepreferential tax system was unified for investments benefiting from the three 
schemes NFUI,NASYE and NMCA with the Complementary finance law 2011.

During the implementation phase of the project, exemptions for registration and VAT 
areoffered. In terms of registration fees, the benefits were created by the 1997 finance Act, 
whichprovided, in article 35, an exemption from transfer tax against a payment on 
propertyacquisitions with a view to creating an industrial activity38.Furthermore, Article 37 of 
the same Law instituting Article 347 quinquies C.E, provided forthe exemption from all 
registration fees for deeds of incorporation of companies39. As far asVAT isconcerned, 
Investment or extension project holders benefit from a VAT-free purchasefor the acquisition of 
capital goods and services entering into the investment process.Benefitting from the afore-
mentioned privilege are passenger vehicles which are also the maintool of this activity. It 
should be noted that this advantage was initially created solely for thebenefit of project 
holders eligible for ANSEJ40 aid, and then the scope was extended to alsobenefit projects that 
are eligible for assistance from the three ANSEJ institutions, ANGEMand CNAC with the 
Complementary FinanceAct201141.

During the operational phase of the project, promoters may opt for either the flat-rate or 
thereal regime. The flat-rate regime offers a three-year temporary exemption that can 
beextended to five years in the case of a recruiting at least three employees with a 
permanentcontract. This privilege was established by the Finance Act 201542. However, 
promoters remainsubject to the payment of the minimum tax of 10,000 DA. Again in 2017, 
another benefit wascreated allowing for a split payment in three instalments: 50%, 25%, 
25%43. In addition to thefavorable deduction scheme, taxation on actual earnings regime 
offers a 3-year temporaryexemption to eligible promoters using these schemes44.

For the second category of emerging companies that are startups, this concept emerged 
inAlgeria with the economic and fiscal reforms introduced by the new government in the 
year2020 with the creation of the Ministry of micro-enterprises of startups, and the 
knowledge-based economy. For the first time, the Finance Act for the year cited in Article 69 
providedfor an exemption from corporate tax andVATregarding commercial transactions 
carried outby startups45. A year later, the 2021 Finance Act developed the tax system for 
startups. Thesecompanies are now exempt from tax on professional activity (TPA), income 
tax or corporatetax for four years from the date of the company’s approval as a startup. In case 
of a renewal,the tax holiday is extended for an additional year. To encourage the creation of 
this type ofenterprise, the equipment directly linked to the creation of startups is exempt from 
VAT andsubject to a 5% reduced rate of customs duty. The 2021 Finance Act also introduced 
taxprivileges for start-up incubators. They benefit from a VAT exemption in respect 
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ofequipment acquired for the construction of a business incubator. Accordingly, a tax 
holidayfrom the TPA, and the income tax, or the corporate tax is offered to these companies 
for twoyears46.

B - Group companies 

Tax law grants a myriad of tax privileges for the benefit of group of companies, in 
addition tothe consolidation of results. Dividends received by the parent company in its 
shareholding inother group member companies are deducted from the taxable profit. Capital 
gains on the salemade in the context of exchanges of all alienable and transmissible elements 
owned by thecompany are thus deducted for the calculation of the same tax47. Therefore, 
transactionsbetween companies in the same group are exempt from TPA and VAT. This 
privilege wasestablished by the 2007 Finance Act48.

    The system of consolidation of the results appeared in Algeria with article 14 of the 
1997Finance Act. It is a tax integration system that allows managers to present a single 
summarydocument covering all of the operations of the entire group. The option for the 
consolidationregime is binding for a duration of 4 years49.

In order to benefit from this privilege, the group of companies must fulfil all formal 
andsubstantive requirements. Formal conditions as in the group of companies must have 
thestatus of joint-stock companies. As such, other types of companies are excluded from 
theconsolidation of the results regime. With regard to substantive conditions, the purpose 
ofcompaniesmust not fall within the field of hydrocarbons. This industry is 
specificallyexcluded from the rules governing the consolidation of results by Article 138a 
DTC. Art 138aalso requires that relations between companies belonging to the group must be 
governedexclusively by the provisions of the Commercial Code in order to exclude public 
economicenterprises from the scope of consolidated results. Furthermore, the parent company 
musthold at least 90% of the capital of the member companies. The capital of the holding 
companymust not be held directly or indirectly by its subsidiaries. It must also not be 90% 
owned by athird-party company.Previously, the legislator also imposed another condition 
requiring the achievement of apositive result during the last two fiscal years. This condition 
was repealed with the 2012finance Act50.

After having defined the main tax expenditures provided for by common tax law, we 
nowmove on to analyzing their compliance with the fundamental principles governing the 
taxsystem and public finances, in particular the principles of fairness and efficiency as 
factorsinfluencing the effectiveness of the fiscal and financial system.

2- Compatibility of tax expenditures with common sense principles
As part of the implementation of tax policy, in particular the investment incentive 

policy,public authorities are required to respect the fundamental principles governing the tax 
systemand public finances under penalty of illegitimac .
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2.1 Principles governing the tax system

There are four fundamental principles that maintain the balance and legitimacy of the 
taxsystem: the principle of consent to taxation, the principle of equality before taxation, and 
theprinciple of simplicity and efficiency in the tax system.These principles are of economic 
genesis referring to the four maxims of Adam Smith: theprinciple of fairness, certainty, 
convenience and economy51. These principlesare considered today as evidences upon which it 
is impractical to go back on. According tothe principle of fairness, taxpayers must participate 
in the support of public authorities publicburdens proportion to their ability to contribute, that 
is, in proportion to their income.According to the principle of certainty, the tax must be 
established according to stable rulesand not arbitrary ones. This definition is close to the 
principle of consent to tax. According totheprinciple of convenience, the tax must be 
established on terms that are less inconvenientfor the taxpayer, which is what is now called 
the simplicity-efficiency of the tax system52.

A - Breach of the principle of consent to taxation

Although the initiative of tax law belongs to the executive power, its discussion, its 
adoption,and its amendment still remain within the purview of parliament53 .TheConstitution 
provides that the creation of the tax standard and its base is primarily amatter ofparliamentary 
jurisdiction. According to this competence, only the parliament, thatcomprises of the elected 
representatives, has the authority to lay down the rules concerningthe base, the rate, and the 
methods for collecting taxes of any kind54. In the Algerian practice,however, parliament only 
plays a marginal role in the development of the tax standard. Thismeans that taxpayers who 
are therecipients of tax texts do not participate in the developmentof tax texts, which, in turn, 
represents a breach of the principle of consent to taxation.

In order to avoid the debate that may call into question choices already established by 
theexecutive power, the latter uses the creation of the tax standard including tax 
exemptionsthrough the finance acts and the complementary finance laws. The use of these 
two methodsis explained by the special adoption procedures. The finance act must be 
discussed and votedon within 75 days. In these circumstances, tax exemptions cannot be 
seriously discussed interms of their impact on the rights of taxpayers. In Algeria, the three 
main tax codes (DirectTax Code (DTC) and Equivalent Charges, Turnover Tax Code as well 
as Tax ProceduresCode) have been adopted by finance laws. Moreover, the President of the 
Republic intervenesto legislate during the parliamentary recess through Complementary 
Finance Laws. Theconstitution allows this practice in exceptional cases for urgent matters, 
but in Algerianpractice, the executive intervenes almost every year to supplement or amend 
the initialfinance act. Noting that of the eleven Complementary finance laws established 
during the period 2000-2012, eight are of presidential ordinance.

B- Breach of the principle of tax equality

Taxation is an important lever for economic development. Tax revenues are essential
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budgetary resources for financing economic and social policies, particularly for low-
incomecountries such as Algeria. The increase in fiscal resources allows the developing 
country toavoid external loans which are uncertain and unpredictable. If the increase in fiscal 
levies iswarranted by the extension of State intervention in economic and social life, then, the 
taxcontribution must be distributed among all citizens at the rate of their capacity. This is 
werefer to as ‘the principle of tax equality’. The right to fair taxation is guaranteed by 
theconstitution with article 82 which stipulates: “No tax may be instituted except by virtue of 
thelaw. Taxpayers are equal before taxes. The law determines the cases and conditions of 
totalor partial tax exemption”.

However, the Algerian tax system is essentially based on the collection of indirect taxes, 
inparticular consumption taxes, which account for a preponderant share of all tax revenues. 
Thepreference of collection through indirect taxes instead of direct taxes has led to a very 
largeimbalance in the Algerian fiscal system. Indirect taxes account for almost 68% of 
ordinary taxrevenue compared to 32.19% for direct taxes (Djelil and Laaridji, 2019). This 
imbalance hascausedthe principle of tax fairness to be broken because taxpayers who do not 
have sufficientmeans to livehave no choice but to go through all of their income. The share of 
consumptiontaxes they pay,compared to their income, is much higher than the share of the 
well-offtaxpayers.

The Court of Auditors pointed out, in its appraisal report of the preliminary bill on 
thebudgetary regulation for the financial year 2013, that there was a serious shortfall in 
thecollection of direct taxes, in particular the total income tax, consisting of nearly 
allemployees’ contribution. These insufficiencies in tax collection are due to many 
factorsincluding the extension of tax benefits granted to investment which have resulted in a 
taxshortfall for the State budget.

With the collapse of the oil price from 2014, and the complete depletion of the 
revenueregulation fund in 2017, the public authorities have resorted to a rigorous fiscal policy 
whichis manifested by an increase of taxes indirectly affecting income. This policy has led to 
thebreach of the principle of equality before taxation as a fundamental principle on which 
thelegitimacy of tax levies is based upon. The only authorized body to exercise control over 
theconformity of tax legislation with the constitutional principle of equality before taxation is 
theConstitutional Council.

The Constitutional Council exerts such control by means of a referral. Except for 
theexecutive power, the power of referral is possible by 40 deputies of the nation’s 
council.However, in practice, the parties of oppositions do not reach the legal quorum to carry 
out thispower of referral.

On the other hand, the Constitution provides for the referral to the Constitutional 
Council byfrom the Supreme Court or the State Council, where one of the parties at 
trialcontends before a court that the legal or regulatory text, on which the outcome of the 
disputedepends, infringes the principle of equality before taxation. However, it is difficult to 
considerthe feasibility of this process in practice.
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C - Violation of the principle of simplicity and efficiency of the tax system

With the extension of tax exemptions, the Algerian tax system remains unstable, 
verycomplex and therefore inefficient. During the period 2009-2012, the number of 
amendments(notably in the form of exemptions or new taxation) made to the Finance Acts 
amounted to278, an average of 70 amendments per year (Yelles Chaouche, 2014). Again, 
some of thechanges, such as exemptions and new taxation, are not in the sections of the 
finance act, but inthe section entitled “miscellaneous tax provisions” or “miscellaneous 
provision”. Thesechanges do not appear in the tax codes in which they correspond to, thus, 
they are difficult toidentify. Furthermore, the complexity of the tax system negatively affects 
its effectiveness. Inthe face of a complex tax system, taxpayers do not act in the direction 
intended bygovernments as the latter do not persuade them to make optimal decisions. This 
complexitydoes not allow them to understand the privileges they are offered .

2.2- Principles of Public Finance

Tax expenditures are considered to be budgetary expenditures translated into revenue 
lossesto the State budget. To achieve this, tax expenditures must follow the principles of 
goodgovernance in public finances, represented by the principle of efficiency, effectiveness 
andrationality. Adam Smith expresses these three principles simultaneously by the principle 
ofeconomy according to which the costs of tax collection must be reduced as much as 
possible.The tax must have a positive return: the control costs must not exceed these 
revenues. Thus,J.B.SAY considers that the best financial plan consists of the minimization of 
expenditures aswell as the reduction of taxes. The principle of efficiency is put forward as a 
relevant principlein current OECD studies to identify the optimal taxation of recent tax 
systems.

Efficiency means achieving the objectives at a low cost to the community. In order to 
achievea rational use of tax expenditures, they will have to be the subject of an evaluation and 
impactassessment both ex ante and ex post. Tax expenditures must also be subject to audit by 
theCourt of Auditors. This body is supposed to examine the quality of public 
financialmanagement in terms of efficiency, performance and economy. In France, for 
example, theCourt of Auditors plays an active role in assessing tax policy. This body 
automatically sendstraditional evaluation reports to parliament. Furthermore, the Court of 
Auditors may be asked to evaluate a public policy by thePresident of the National Assembly 
or the President of theSenate, on their own initiative or on a proposal from a standing 
committee in their area ofcompetence or from any permanent body set up within one of the 
two parliamentaryassemblies. The purpose of this is to carry out the evaluation of public 
policy, the scope ofwhich goes beyond the field of jurisdiction of a single standing committee.
The role of the Court of Auditors in the evaluation of tax policy in Algeria is mainly limitedto 
the assessment reports of the draft budget regulations. The Algerian constitution 
recognizesonly aminimal role for the Court of Auditors in the evaluation of public 
expenditure policy.The role of the Court of Auditors remains limited both quantitatively and 
qualitatively. Thesereports and decisions remain undisclosed on their contents. The 
explanatory reasons are dueto the lack of political determination in the implementation of this 
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type of control.The 2013 Court of Auditors assessment report noted that tax expenditures 
result in a shortfallin the State budget. The report also highlighted the mismanagement of tax 
expenditures,whether they be legal, organizational, or financial. From a fiscal perspective, tax 
expendituresare not subject to an evaluation mechanism. The tax authorities do not have an 
informationsystem enabling them to assess the overall cost of the expenditure and its impact 
in terms of efficiency.

Conclusion: 
Tax expenditures, as a stimulus to investment, are difficult to implement in practice, 

requiring a strict legal and financial framework under the influence of illegitimacy, 
inefficiency and imbalance in the fiscal and financial system. For a more rational and efficient 
use of public expenditure, tax exemptions will have to be assessed ex ante and ex post. For 
example, the assessment of the initial loss of revenue, the assessment of the final loss of 
revenue, and the evaluation of expenditure. It is also necessary to maximize the supervisory 
role of the Constitutional Council and the Court of Auditors as bodies responsible for 
verifying the conformity of legislative and regulatory action with the Constitution as well as 
verifying the conditions of use and management of public finances.55 Adopting these 
standards requires subjecting the tax policy to the oversight of the court of auditors and 
allowing the possibility for parliament to challenge the constitutionality of certain taxes when 
they do not conform to the constitutional principles governing taxation. Moreover, 
rationalizing tax expenditures necessitates subjecting them to both prior and subsequent 
evaluation to ensure their effectiveness and to avoid the waste of public funds. 
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