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Abstract:

This paper attempts to measure the sustainability of fiscal policy in Algeria by
examining the public finance response in the Algerian economy to the increase in debt
in the form of a fiscal reaction function, while identifying the most important variables
that determine the fiscal position during the period 1990-2019. The fiscal reaction
function was estimated according to (Bohn 1998) to check whether the fiscal policies
in Algeria are consistent with the government's budget constraint by using the
Autoregressive Distributed lags (ARDL) model. The results of the econometric study
show that the primary budget balance was not sufficient to stabilize the public debt,
which led to the weak financial capacity of the state and the absence of fiscal
sustainability. The accumulation of fiscal deficits resulting from the voracity of public
spending and the decline of financial resources in oil taxation, weakened the financial
position of governments, and this may push the risks of sovereign debts to resurface.
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F—Bounds Test Null Hypothesis: No levels rel

Test Statistic Value Signif. 1(0)

Asymptotic: n=1000

F—statistic 4.403408 10% 2.2
k 4 5% 2.56
2.5% 2.88
1% 3.29

ActualSample Size 29 FiniteSample: n=35
10% 2.46
5% 2.947
1% 4.093

FiniteSample: n=30

10% 2.525
5% 3.058
1% 4.28
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Estimated long-run coefficients

.RDL Long RunForm

Variable Coefficient Std. Error t—Statistic Prob.
DEBT1 0.030190 0.056842 0.531130 0.6007
OIL —0.077430 0.094909 —0.815837 0.4233
RGDPCYCL 7-73E—-10 8.02E-10 0.964110 0.3455
RGCYCL —2.95E-05 1.74E-0S5 —1.692966 0.1006
C 2.013349 7.-861904 0.256089 0.8003
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ARDL Error Correction Regression :5Js.3!

ARDL Error Correction Regression
Dependent Variable: D(PRIMARY)
Selected Model: ARDL(1, O, 1, O, 0)

Case 2: Restricted Constant and No Trend
Sample: 1990 2019

Included observations: 29

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t—Statistic Prob.

D(OIL) 0.174752 0.039206 4.457320 0.0002

CointEq(—1)* —0.401906 0.070580 —5.694304 0.0000

R—squared 0.717979 Meandependent var —0.359101

Adjusted R—squared 0.707534 S.D. dependent var 5.902146

S.E. of regression 3.191887 Akaike info criterion 5.225573

Sumsquaredresid 275.0798 Schwarz criterion 5.319870

Log likelihood —73.77082 Hannan—Quinn criter. 5.255106
Durbin—Watson stat 2.525136
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Significance

—_— CuUS UM of Squares 5926 Significance
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Breusch—-Godfrey Serial Correlation LM Test:

F-statistic

Obs*R-squared

0.1607
0.0887

2.006281
4.845977

Prob. F(2,20)
Prob. Chi-Square(2)
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Heteroskedasticity Test: Breusch—Pagan—Godfrey

F —statistic 0.274689 Prob. F(6.,22) 0.9429
Obs*R—squared 2.021128 Prob. Chi—Square(6) 0.9177
Scaledexplained SS 1.344519 Prob. Chi—Square(6) 0-9691
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6
Series: Residuals
s | Sample 1991 2019
Observations 29
4 Mean -1.32e-15
Median -0.067178
3| Maximum 8.371691
Minimum -5.333268
> Std. Dev. 3.134370
7 Skewness 0.332941
Kurtosis 3.311818
1
Jarque-Bera 0.653262
o : Probability 0.721350
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