A et 4Slisg (o) (oolasY) 2 Al

S e (5pals

Al (b prad) iSalusg s sgl) (3L 2l
The dutch disease and inflation dynamics in Algeria
L3 ue @y
A = e o e Al slas) 3 el S
a.madouri@cread.dz

2020/06/03 : o) 36 2019/05/ 29 oMzl =)o

Abstract :

The aim of this study is to investigate the effects of the abundance of natural resources on price —in
terme of inflation Dynamics- in Algeria during the period (1980 - 2017). This is done addressing to
four important points: The first point dealt with the previous studies, The second point, in which we
explained the effects of the phenomenon on prices, The third point mentioned the most prominent
channels that help to contain the inflation in the rent countries, In the fourth we discussed the effect
of six main macroeconomic variables on inflation in Algeria by using econometric methods ( the co-
integration test and the vector error correction models to analyze the variance decomposition and the
impulse response functions). The empirical results suggest that increases in the output gap, oil price,
Broad money and expansionary fiscal policy raise the probability of inflation. As a result, we
conclude that national economy is clearly affected by some symptoms of the Dutch Disease.

Key words: the natural resource abundance, Dutch disease, co-integration test, vector error
correction models, inflation dynamics .
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WAR Laqg Order Selection Criteria

Endogenous variables. DCPI DEXPGDPFP DGAPY DM2 DOP DPRWVYT DREER
Exogenous variables: C

Date: O7/24/19 Time: 10:42

Sample: 1980 2017

Included observations: 34

Lag LoglL LR FPE AlC sSC HCQ
O -B62 2104 NA 3. 79e+13 =1.13002 S51.44427™ 51.23719
1 -805 6934 86 43771 2 59e+13 50.68785 53 20186 5154520
2 -768 5856 41 47348 7T . 72e+13 51.38739 56. 10115 52 99492
3 -667.1638 71.59186* 1.26e+13* 48 30375* 5521727 50 66146~

= ndicates lag order selected by the cntenon

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

AlC: Akaike information criterion

SC: Schwarz information criterion

HOQ: Hannan-Cunn information criternon
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Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob_**
None * 0947129 252 0296 134 6780 0 0000
Atmost 1™ 0.826161 152.0728 103.8473 0.0000
Atmost 2™ 0.680010 92 58555 T6.97277 0.0020
At most 3 0.563836 53.84368 54 07904 0.0525
Al most 4 0 324661 25 63263 3519275 0 3628
At most 5 0177990 1228628 2026184 04235
At most 6 0152410 5622180 9 164546 02220

Trace test indicates 3 cointegrating eqgn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
“MacKinnon-Haug-Michelis (1999) p-values
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Error Correction: D(DCP) D(DEXPGDP) D(DGAPY)  D(DM2) DDOP)  D(DPRVT) D(DREER)

CointEq1 0386730 0422339 0612213 083885 0527232 0398072 0252013
(0.14487)  (022576)  (0.77376)  (0.56693)  (0.69221)  (0.18582)  (1.15124)
[266941]  [187073] [079122] [147966] [0.76167) [-214228]  [0.21891]
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Vanance Decomposition of DCPI:
Period SE. DCPI DEXPGDP  DGAPY DM2 DOP DPRVT DREER
1 3515558  100.0000  0.000000  0.000000  0.000000  0.000000  0.000DO0  0.000000
2 5053183 4939910 9210442 0343736  1.342028 3325550 3181793  3.266410
3 5230263 4641164 1041496 0508158  1.685238 3400948 3118995  3.851524
4 6.577811 3010474  16.10910 4664945 2901760 2717518 9109104 9935171
5 7520732 2833130 1431110 8399890  2.281870  23.83636  11.93494  10.90455
6 8056582 2676383 1486677 1460968 2419224 2120382 1052342 9613257
7 9078919 2754861 2202192 1178884  3.262396  18.26956 8387645  8.721014
8 0323566 2612448 2243761 1184705 4494409 17.86888 8496561  8.731013
9 0561505 2490403 2349273 1253754  4.860539 1746513 8370283  8.350843
10 1062466 2436806 2711807 1253760  4.787637  14.70745  7.088501  9.392686
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