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The impact of fiscal policy shocks on economic growth in Algeria
econometric study for the period 1990-2018
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Abstract:

The study aimed to test the impact of shocks that occur in financial
policy on economic growth in Algeria during the period 1990-2018. To
achieve this goal, fiscal policy has been expressed with two important
variables, namely government spending and government revenue. As this
was used the aggregate non-partitioned variables in addition to the
economic growth variable Wih the help of ECM error correction models,
the model was evaluated in the long and short terms. In addition to
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analyzing the shocks and response functions, as well as analyzing the
prediction error variance, the results of the study showed that the financial
policy variables are generally weak in influencing economic growth, that is,
they exert a weak and unimportant Keynesian effect that fades in the long
term. However, when comparing the impact of both government spending
and government revenue, government revenue has had the greatest impact.

Key words: fiscal policy, government spending, government revenue,
economic growth.

JEL Classification Codes: C54, H29, G29.
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Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.777250 54.73797 42.91525 0.0022
At most 1 0.320837 15.69368 25.87211 0.5173
At most 2 0.194836 5.634435 12.51798 0.5080

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
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Variable Coefficient Std. Error t-Statistic Prob.
DEP 1.107600 0.114418 9.680262 0.0000
REST 1.073484 0.140653 7.632170 0.0000
C 479.4499 171.6930 2.792483 0.0097
R-squared 0.990132 F-statistic 1304.388
Durbin-Watson stat 1.994976 Prob(F-statistic) 0.000000
0.0001 -5.743956 gt o )
13.699871 1% bl
-2.976263 5% o)
-2.627420 10%

Breusch-Godfirey Serial Correlation LM test ( F-Statistic =1.097350 Prob. F,,»= (0.3499)

Jarque-Bera normality test ( JB) Statistic = 3.79457 Prob (0.1499)

Heteroskedasticity Test: White ( F-Statistic =1.712235 Prob. Fs25= (0.1718)

Eviews. 8wy ol 2 Jo bzl iUl slasl a1 jiall
@30y godl 5 LI Dbt O iz Jor W1 8pmnad A o) BN s il 4] gl

Variable Coefficient Std. Error t-Statistic Prob.
ECT(-1) -0.219802 0.274815 -4.257345 0.0221
DEP 1.111813 0.159823 6.956548 0.0000
REST 1.066243 0.125025 8.528214 0.0000
C 534.1027 209.9843 2.543537 0.0185
R-squared 0.989497 F-statistic 690.8784
Durbin-Watson stat 2.03155 Prob(F-statistic) 0.000000
0.0000 -7.277851 L gueall @l i
3.737853 1% o A
-2.991878 5% S
-2.635542 10%
Breusch-Godfrey Serial Correlation LM test ( F-Statistic =0.83365 Prob. F; ;4 =(0.4490)
Jarque-Bera normality test ( JB) Statistic = 1.3281 Prob (0.5147)
Heteroskedasticity Test: ARCH ( F-Statistic =2.70251 Prob. F; ;3 =(0.1138)
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Inverse Roots of AR Characteristic Polynomial
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Period REST DEP

1 0.000000 0.000000

2 113.5546 -38.40815

3 168.8553 59.30046

4 92.88455 75.04452

5 75.86893 11.98664

6 126.5736 15.85723

7 126.3164 54.07446

8 94.97963 43.53558

9 101.8182 22.12130

10 119.7613 33.21022

Cholesky Ordering: GDP REST DEP
Eviews. 10 ws, ol jaall
) ol LS W 17 Jgund!
Period S.E. GDP REST DEP

1 695.1375 100.0000 0.000000 0.000000
2 1003.291 98.57243 1.281018 0.146552
3 1276.867 97.15415 2.539685 0.306168
4 1497.300 97.29437 2.231774 0.473856
5 1673.959 97.62476 1.990993 0.384245
6 1838.072 97.54833 2.125531 0.326136
7 1995.729 97.44636 2.203578 0.350058
8 2137.821 97.53568 2.117774 0.346542
9 2267.991 97.59938 2.083198 0.317418
10 2393.821 97.57559 2.120242 0.304172

Cholesky Ordering: GDP REST DEP

Eviews. 10z o2 1 0l

81




