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Wages policy and oil price changes in Algeria: an analytical and
econometric approach during the period 1990-2022
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Abstract:

This study aims at analyzing and econometric of the impact oil price
changes on wage policy in Algeria, for an annual data series 1990- 2022,
from approach linear for the model Vector Autoregression (VAR), The
results were shown in econometric study the oil price variable in the
previous period has a direct relationship between it and wages, while the
Granger test concluded that there is a causation of oil prices towards
wages, and it was a possible explanation which indicates that this variable
is one of the main factors contributing to the continuation of the wages
policy.

The shock response functions showed that oil prices positively affect
wages in the first and second years, then it begins to decline in the third
year, and starting from the fifth year, this effect becomes negative until the
tenth year, As for Analysis of the variance components of the wage error of
10,35%, which is attributed to the variable oil prices, which is an
acceptable percentage, which highlights the extent to which the Algerian
economy depends on hydrocarbons, and has become a work base for
decision-makers of successive governments and is not just a temporary
solution.

Keywords: Wage Policy, Oil Price, Algeria, Model Vector Autoregression.
JEL Classification Codes: E24, Q43, O55, C51.
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Rl WE I g PR

Variance Decomposition of W: | Variance Decomposition of PTR:
Period SE. W PTR Period S.E. W PTR
1 0.155524 | 100.0000 | 0.000000 1 0.126457 | 0.441724 | 99.55828
2 0.220235 | 89.64284 |10.35716 2 0.181880 | 0.649365 | 99.35063
3 0.255927 | 88.42794 |11.57206 3 0.212132 | 1.653512 | 98.34649
4 0.279516 | 89.62331 |10.37669 4 0.231901 | 3.045486 | 96.95451
5 0.297960 | 90.85803 [9.141967 5 0.246603 | 4.726299 | 95.27370
6 0.313889 | 91.62398 |8.376024 6 0.258474 | 6.612221 | 93.38778
7 0.328525 | 91.86914 |8.130865 7 0.268644 | 8.623791 | 91.37621
8 0.342467 | 91.67378 |8.326215 8 0.277744 | 10.69480 | 89.30520
9 0.356006 | 91.15144 |8.848561 9 0.286143 | 12.77432 | 87.22568
10 | 0.369279 | 90.40914 |9.590857| 10 0.294065 | 14.82532 | 85.17468
Cholesky Ordering: W PTR
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