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Abstract:

This study aims to analyze the evolution of Bank of Algeria's independence
from 1990 to 2023, focusing on its adherence to the government lending limits
criterion, which highlights the relationship between fiscal and monetary
authorities. When the central bank finances the government, it loses its
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independence, and its monetary policy becomes a tool for funding the fiscal
deficit instead of achieving monetary stability.

The study relies on an analysis of the laws governing the Bank of Algeria,
from the Money and Credit Law 90-10 to the Money and Banking Law 23-09,
using quantitative indicators (such as the Cukierman index) to evaluate the
constraints on the Bank of Algeria's lending to the government.
The results showed that the Bank of Algeria's independence was unstable. After a
period of relative independence (a score of 0.4777) under Law 90-10, it declined
to 0.3987 under Decree 01-01. It then rose again to 0.476 under Decree 03-11.
However, Decree 10-17, related to unconventional financing, which allowed
direct financing of the treasury, led to a decline in lending independence to
0.1615. The issuance of the Money and Banking Law 23-09 marked a turning
point, raising the independence score to 0.61025 regarding government lending by
prohibiting any direct financing of the public treasury, reflecting a clear direction
towards enhancing fiscal discipline and monetary stability.
Keywords: Bank of Algeria independence, Money and Credit Law, fiscal deficit,
monetary policy, lending limits.
Jel Classification Codes :E52, E58, H62, G21.
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