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Measuring the relative effectiveness of fiscal and monetary policy on economic
growth in Algeria from 1990-2019
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Abstract:

The Algerian economy suffers from several problems, the most important of which is
the low growth rates outside the hydrocarbon field, as economic policy makers and decision
makers seek solutions to pursue macroeconomic policies, including fiscal and monetary
policy, The aim of this study is to examine the relative importance of monetary and fiscal
policy in Algeria using the method of joint integration and the error correction model.

Long-term analysis of financial and monetary indicators has shown that government
spending affects economic growth very weakly, while the money supply negatively affects
Algeria's economic growth, mainly due to a combination of negative factors in the Algerian
economy that led to imbalances and distortions in financial and monetary performance,
which contributed to the weak effectiveness of fiscal and monetary policy in achieving
economic stability and stimulating economic growth.
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ic None 5 Constant y Constant,Linear Trend dl> 3 olpdiell 3usgll juo jlas| @l :03 o8 Jouzd!

95 dgina Sgiua

Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous : Constant, Linear Trend

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -2.620303 -2.704221 -1.848488
Dickey-Fuller
test
Test critical 5% level -3.500495 -3.486509 -2.914517
values:

Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous : Constant

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -1.815933 -2.967192 -1.848488
Dickey-Fuller
test
Test critical 5% level -2.911730 -2.910860 -2.914517
values:

Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous :None
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test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic 3.542403 -0.284842 1.156839
Dickey-Fuller
test
Test critical 5% level -1.946348 -1.946348 -1.946764
values:

Eviews 10 zaliy ciloyses (e slexe¥l olisLdl slael oo 2 yuuall

Ist Jol&U agy souzi g Jo¥1 Gopadl « lpdid) ¢ Busgdl yoda slasl 2.1.3
> Lo G9,all A5l ell3 o . Dickey-Fuller z3905 plasiwl lda 9 Jo¥1 Aoyl (e lBg,all clyaly agds
Ssiudl %5 Lgire Syius Lic Constantlinear Trend dl> § wlpaiell susgll i Hlas! @lud 04 @8, Jouzd!

.Level

d9Y 39,4l wie Ayl il 8usgdl yuzd awsll Dickey-Fuller jlas | milss :04 o8, Jsia
Null Hypothesis : DLNGDP, DLNEXPD, DLNMONY has a unit root

Exogenous : Constant, Linear Trend

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -9.115232 -8.416404 -5.921853
Dickey-Fuller
test
Test critical 5% level -3.487845 -3.487845 -3.493692
values:

Eviews 10 mabiy clayses e slaxe¥ly sl lael (o1 juuall

5 2! Ledladl § Byatue e el ez o) dzm yLaral Hlas ) @l 04 @) Jeaxdl s oo
e Byatue ptal Judbadl sda o) gl Bussll juz dg2l Auanall Bunyall (a8 JWl o d Goyall § Bydtus
sl mias z3ged Glandl o diadl JalSall ol ylasy aLls o Jo¥l 3yl
s elisd) JelKdl jlasl 2.3
JalSl dylas basys galiatd¥) geidl 9 Guaidl o LU dwliwd! G oY1 dighs d4sladl A8Mall 5L
o Lads @1 ishadl da¥ @ &l 28Mall M5 (0 Bpoliaid¥ A laill agiae 9 Ilall LSl pogin oy AL
Lpany e delis ¥ (glall U2 8 Lo &3les A8Me D929 Hoaliazd) Byaill (a5 s o 4oLt ol pasll
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Lobatdl 9y ALl 8 ygumy dommeiat miy (@3 (0 9« madll J2¥ @ O3ledll lda Jum o) Jlaasl e S IS
- (Al-Hawri, 2019, p19) sshall U2 3 03ls5 ges il pasll sda sl Salel (e Jaal
Osudlagr Ak alusiuly agds ilde JolSS o92g (e adSU ding
(Johansen Cointegration Test ) (guilaga sy cIiall JoS&I HLas ! —
il e SLasYl 1da pans 5 «Aslazs¥ Slaaall gy oAbk 285 02e) Slasyl gall sa cliall Lol
o0 el Ll (39S lyaall sigd bl ZuSll b s e JS Aomputll s opo 2lelSe ikl S 13
LNMONY, LNEXPD, (3 &ltaill cilpiie oty Jo¥1 Blisls 283e 399 5Lt oiias scuall 1da 3 5 oyl uds
¥ ol (e 8y5ten Slaill paem ¥ Llas Johansen colill LolSall L] alaiials LNGDP
Alill g3l sl SIS sue wpus Yol Ay Johansen el ALl JalSal jlas ) elyat i g
Gl elag¥l SIS o i
LMONY LGDP , LEXPD =l paell &ia3ll Aluunll 2D +lla¥l 5,8 5Ll aiy
9 Al sUayYl 858 ,LasY Akaike, Schwarz,Hannan-Quin Las ;30 &y dposetd lall oo uae Sl Eu>
2L 2y Il Layliaely P20 g il Aas (2 Bslill il By i) ulall e 6 07 Jpanll o
z35all 3 Lalusiad

Sl e Alududt pa Ll Sy sue dyuses 105 o8y Joi>
VAR Lag Order Selection Criteria
Endogenous variables: DLNGDP DLNEXPD DLNMONY
Exogenous variables: C
Date: 23/07/22 Time: 20:56

Included observations: 51

Lag Logl LR FPE AIC SC HQ

0 199.8561 NA* 8.91e-08* -7.719846* -7.606209* -7.676422*
1 2059516 11.23497 9.99e-08 -7.605947 -7.151399 -7.432251
2101057 7167796  1.21e-07 -7.415910 -6.620452 -7.111942
218.6045 13.66473 1.25e-07 -7.396255 -6.259887 -6.962015
222.8613 6.343533 1.54e-07 -7.210249 -5.732970 -6.645737
2275441 6.427295 1.88e-07 -7.040945 -5.222756 -6.346161

v W N

*indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion
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HQ: Hannan-Quinn information criterion

Eviews 10 el clayiea (de slexe¥ly olis Ll slacl (a1 juuall

2019-1990 (0 yil3at! § g3Latd¥ gaill e Buaill g 2l Bolisdd Btaedll Allasll ulyd

: johansen J I iadl Jol&UI jlas ! @il @ o
: L}Lz.ﬂ Jouzl! g? dis90 (£ LMONY, LEXPD, LGDP Oliia O johansenJ AL Jo&Kdl HLas| &"Lb

LMONY, LEXPD, LGDP &l | (s sl | Sl johansen jLus | il @ 06 o8, Jous

A5l agdll Bopall | puadl Ay
Jleisyl degall Y Aad 4l aud!
s Ao x| &gzl
% 5
0.000 29.79 80.24* 0.49 r>0 r=0
0.000 15.49 43.06* 0.39 r>1 r=1
0.0001 3.84 16.21* 0.25 r>2 r=2
olaatl Biell dagdll
Jle¥l % 5 wie dx el dagdll celaatl Bell Aol
Rgnld
0.0001 2113 37.18*
0.0003 14.26 26.84*
0.0001 3.84 16.21*

el JolKdl aad sue JI il or
%5 Sgiuma dis Aadadl ady M kS *
Eviews 10 goliy olayies e slaxe¥ly lisLdl slael oo 2 juuall

WMo (gl 3929 pue e ol G Apaal) Asyall (ady 3 5Las) @l (e o) asd 06 Jgaell M5 (1

Loyl @il (o AS) Slisyall sda wie Arrace 3 Alas™ Aaid (¥ I3 9 1=2 9 1=1 9 1=0 (elje JolSG
JolSS ABe s92g pue wiad Q) Apenall Asyall (a8 @ Wl 5 %5 Ligine Geiuns wis Golud (I LS
AslasY Aagd 0580 Llas i 9 52 9 1 9 120 chiadl JalSall a8Me s92g duas (&) dhodl s yall Jaaiy clilie
gy ol 9 W5 Lgiae Gyiun dic HL Aoyl el o ST Sl aes G oS @I Aguell Atrace
Sbast ol LS enlsal) on Al JolSald a8)e (o AST azgd il yeday 3W 5Ll die 9 3 goludd p Adgasall
e JolSs c¥slas 3 Lud o) e daladl A il ey wlaall Sell Aayall

Ol s (LMONY, LEXPD, LGDP olpaill oy J2¥ dligls Aus3les 48Me (o AS| 5929 uS3 S3Y1 5Lasld dig
LEXPD, LMONY &lpsiell lasl mumsnd zigad juddty psds 0031 cglall gl @ alai¥l i @ jaud olpaall
(&3Lat8Y el (e pny o) LGDP o Leddley
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(VECM) (slaid! Unied memsad g 3gad judds : g
s ] Ca}mﬁ.ﬁ_ﬂ‘ &‘o\.’i_’ el g cedilad! JolsI M.bL:lﬁ.LE_T 29 ‘Qj Eviews EALDJ Jleaiwly

Ogudlage disylay Uasdl mexsas z3gei juuds 1 07 o) Jouz
Vector Error Correction Estimates
Date: 09/05/22 Time:18:53
Sample (adjusted): 1968 2020
Included observations: 53 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEq1
DLNGDP(-1) 1.000000
DLNEXPD(-1) 0.078992
(0.08997)
[0.87800]
DLNMONY(-1) -0.148511
(0.05481)
[-2.70971]
C -0.034213

Error Correction: D(DLNGDP) D(DLNEXPD) D(DLNMONY)

Cointkq1 -1.212259 0.117091 0.182625

(013521)  (0.29242)  (0.42597)
[-8.96599]  [0.40043]  [0.42873]

R-squared 0.602666 0.003016 0.003456
F-statistic 80.38906 0.160343 0.183810

Eviews 10 zoliys <l ysea (e sleae¥l glis Ll slael o 1 juuall
Q@ Hdids Ales A8dMe guaill (oyall 9wl BlasYl 9 A=l @bl 929 07 Jouxdl @lu (e izl
oo IS Lol caly LS R=0.60 iy pnwas 548 ) dale 894y E.S}A.L” Ztﬂjmﬁ.,\j_ﬂ\)da‘ A8 g ‘Ji}‘a_n J=Y1

JWIL 5 cgumill (apall 5 oSl BLasl eIl Aayass Ligpe 29014 0.07 sl Loyall g Sl BLatyl
- 3Lars¥l gadll e ailal) § las Aaas el 3 AU Lol 9 2ainl) Aol Bradd) 20laall ol
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Balall 5yLal Lol Byslmrd¥) A,laul] Badlge Aals (2 5 Bemge oasSondl LA Aalall 5La1 o) Lasds LS
el cias Hlaie S35 psSedl Bl JWL o (HalexdY Lyl e 38lsn ¥ 1day Adle guadl (ayall
Sl i S a5 o pilimdl @ o3bas¥l saill e Ll i 5d ol papall Ll bl 3 goliasa¥ gadll
S8 syll Cadssill me Byiie pl g L Teogte 2B Buliaddl ol J1 cpisll 1 s (§ Laela Jalse
ool AW Aslaadl o JUI bluaiy! caas I 28LaYL (AlE g0 c¥uae (e Jyvaxl] (Able 5 dxiie pt)
oo Reamid] Luladl Lllad (e s 1 2SSl Lyl 5 A 0 piiatll i ilmdl U Ll Colaal
alal ke S| pa il 5 Lo oapbarll 5 2asidl 5 I Zaleadl onr Geaisll Ko JI B8LaYL @51 2
- &bl slatsyl

D(DLNGDP) = + 0.0789918247146*DLNEXPD(-1) - 0.148510983019*DLNMONY(-1)
(0.08997) (0.05481)
[0.87800] [-2.70971]
$! -1.212259 golui 5 Ligine ( 08 Jouzll 5 mldl Wslae § Lasddl ezt 73503 of Lyl Lol LS
meomad Ao o) Ll Al § drmint @i Jlea¥ el @l § dosladl JoY 8 O3lsdll ade (e % 121 Jls>
pie (0 %18 9% 11 dls> o) ¢l cusAll (e 018 5 0.11 alud guadll (opall 9 aladl Bl @lalas @ Lasll
Al § dmpmias @2y ashall 2§ Ojlsall
Unied| mexsad 7 3g0d puahd :08 03y Jsur

Dependent Variable: D(DLNGDP)
Method: Least Squares (Gauss-Newton / Marquardt steps)
Date: 23/07/22 Time: 21:32
Sample (adjusted): 1966 2020
Included observations: 55 after adjustments
D(DLNGDP) = C(1)*( DLNGDP(-1) + 0.0789918247146*DLNEXPD(-1) -
0.148510983019*DLNMONY(-1) - 0.0342128487315 ) + C(2)

Coefficient Std. Error t-Statistic Prob.

C(1) -1.212259 0.135206  -8.965995  0.0000
C(2) -0.002120 0.006187  -0.342606  0.7332

Eviews 10 mebiy clayies e slae¥ly lisLdl slael (o0 jiuall
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