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Abstract:

This paper aims to study the impact of fiscal policy on inflation in Algeria under the
changes in oil prices using quarterly data from the first quarter of 2002 until the fourth
quarter of 2015 using a VAR model. Both government expenditure and fiscal revenue were
used to reflect fiscal policy changes, oil price changes reflect the impact of the hydrocarbon
sector and the change in GDP reflects the supply elasticity.

The study showed the weak effect of oil prices on changes in the level of inflation as a
result of strengthening prices and economic policies applied in order to reduce the
inflationary pressures. There is positive relationship between inflation and fiscal policy,
especially government spending, which contributes to the rise in inflation due to the lack of
elasticity of the overall supply and the rise in the mass of wages.
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VAR Lag Qrder Selection Criteria
Endogenous variables: LDPR LRBR LPIBR LPP INF
Exogenous variables: C
Date: 08/09/17 Time: 20:16
Sample: 2002011 201504
Included observations: 52
Lag LogL LR FPE AlC SC HQ
-98.70235 MA 371e-05 3.988552 4176171 4 060481

5313314 268.6320 2.84e-07 -0.889736 0.235981*  -0.45B8163*
8018143 42 65308 2.70e-07 -0.968517 1.095299 -0.177299
106.4496 36.37134 2.76e-07 -1.017293 1.984620 0.133569
152.6415 55.07495* 141e-07*  -1.832366° 2. 107645 -0.321859
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Inverse Roots of AR Characteristic Polynomial
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Response of DLINFSto DLNFS

Response of DLNFSto LDPRSA

Response to Cholesky One S.D. Innovations + 2S.E.

Response of DLINFSto DLRBRS
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Response of DLINFS b DLPBRS
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Response of DLNFSto DLFPS

I A

Response of DLRERS© DLPPS

Response of DLPBRS 10 DLINFS

Response of DLPERS® LDPRSA

Response of DLPERS® DLRERS

PercentDLINFS variance due o DLNFS

PercentDLINFSvarance due b LDPRSA

Variance Decomposition
PorcentDLINFSvariance due b DLRERS
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PorcentDLINFS variance due o DLPERS PercentDLINFSvarance due b DLPPS
w 100 00 100 00
-] 20| 20-| 20| s0-|
o] 0| o0-| 0| 60-|
-] 40| a0-] 40| a0-]
2 20 20-| 20 20-|
5 W s 2 2 5 I 5 ) 2 5 W 2 2 5 0w @ %
PercentLDPRSAvariance due to DLINFS PorcentLDPRSAvariance due b LDPRSA FercentLDPRSAvariance due b DLRERS FercentL DPRSAvariance due b DLPIBRS PercentL DPRSAvariance due o DLFPS
-] s\ 20-| 20| s0-|
o 0| 60-] 0| o0-]
-] 40| a0-] 40| a0-]
2 20 20-| 20 20-|
o o o o
5 W s 2 2 5 I 5 ) 2 5 W s 2 2 5 0w @ %
PorcentDLRBRSvariance due b DLINFS Percent DLRER Svariance due bLDPRSA PercentDLRERSvariance due to DLRERS PercentDLRERSvariance due o DLAIBRS PorcentDLRBRSvariance due b DLPPS
w 100 00 100 00
o] 20| s\ 20| s0-|
o] 60| 60-| 60| 60-|
-] 40| a0-] 40| a0-]
2 20 20-| 20 20-|
o = o o o
5 W s 2 2 5 L 5 ) 2 5 W s 2 2 5 0w @ %
PorcentDLPBRSvariance due  DLINFS PercentDLPBRSvariance due b LDPRSA PorcentDLPBRSvariance due t DLRERS PercentDLPBRSvariance due o DLPERS FercentDLPBRSvariance due b DLPPS
w 100 00 100 00
-] 20| 20-| 20| s0-|
o] 0| o0-| 0| 60-|
- a0 a0-] a0 a0-]
2 20 20-| 20 20-|
N

Eviews 9 zsb p e sl U slus] 0

da.a\..J\ Sual!



LoladyY Sty Jlslt 3181 Ue

2015-2002 Lidl yaui i b 3§ Jl 3y eoead) e I duld)

eI Ay il b1

1 — De Castro Fernandez, F.; Herndndez De Cos, P. The economic effects of exogenous fiscal shocks in Spain:

a SVAR approach, ECB Working Paper N°. 647.

20171 23 saadl capslasVl g oY) plall oy S5 als, Bl slaBYl @ eseadl Jo Buddl 5 AU dwld) S Tonl =2
3 - Afonso, A, Sousa, R. M. The Macroeconomic Effects of Fiscal Policy in Portugal: a Bayesian SVAR
Analysis, School of Economics and Management. TECHNICAL UNIVERSITY OF LISBON. Working Paper

N©.09. 2009.
4 - Farzanegan M. and Markwardt G. The effects of oil price shocks on the Iranian economy, Energy

Economics, vol. 31, 2007, PP. 134-151.

5 - Allegret J. P. and al., The impact of external shocks in East Asia: Lessons from a structural VAR model

with block exogeneity», Economie internationale 2012 /4 (n° 132), p. 35-89.

¢ Surjaningsih N. The impact of fiscal policy on the output and inflation. Bulletin of Monetary Economics and
Banking. 2012. P374.

7"Vahid Nowshirvani The fate of structural adjustment . Current : Past Issue, Volume N°13,Iran. 2008.
2008 .10 i . bl nals ale sLas¥1 5 3 5Y1 &S ) J gl I Al bty 5 les -8
2014 b5, 41 S el g sad) i) O 101 ) dan B gl b s s 9

053 G gz e T 10

11- OPEC, Annuel Statistique Bulletin 2000 and 2014.

5 2 Q015 12005 i yd 541 3 QU1 5 oLyl il A5k el - 12
1BCaldara.D and Kamps C. What are the effects of fiscal policy shocks? A VAR-based comparative analysis.
ECB Working Paper N°.877. 2008.

14 Blanchard, O. and Perotti, R. An empirical characterization of the dynamic effects of changes in
government spending and taxes on output, Quarterly Journal of Economics, 117(4), 2002. PP1329-1368.

15 Perotti, R. Estimating the Effects of Fiscal Policy in OECD Countries. CEPR Discussion Paper 168. Center
for Economic Policy Research, London. 2005.

16 International Monetary Fund Algeria: Selected Issues Paper. IMF Country Report No. 13/48. February 2013.
P 33.

da.sL..J\ Sual!



