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Abstract

The relative efficiency of Monetary and Fiscal Policies on Balance of
Payments: Algeria case study during the period (1992-2014)

University of Algiers 3, 2015

This study aims to investigate the relative efficiency of both fiscal and
monetary policies on the balance of payments in Algeria, during the period
(1992-2014), where the Structural Vector Autoregressive (SVAR) was applied
for the following variables: the Government Expenditures, the Money Supply,
the Balance of Trade and Capital Account.

Moreover, two main statistical tools (Variance Decomposition and the
Impulse Response Function) were used for the analysis. The findings revealed
that first; the monetary policy was relatively more efficiency than the fiscal
policy on the balance of trade, while fiscal policy was found to be more
efficiency relative to monetary policy on capital account in Algeria. Second, the
impact of monetary policy was found to last for long period relative to the
impact of the fiscal policy in the balance of trade. However the impact of fiscal
policy was found to last for long period relative to the impact of the monetary
policy in capital account.

Finally, the study has recommended providing more coordination between
fiscal and monetary policies, in order to achieve greater harmony in the
orientations and goals of these policies n Algeria.
Key words: fiscal policy, monetary policy, balance of payments, the structural
vector autoregressive (SVAR) model.
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* Nemouchi Farouk, Chocs Pétroliers et Déséquilibres Monétaires en Algérie, Revue des Sciences Humaines,
Université Mentouri, Vol B, 2009, p07.
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' REYES PENA, José Daniel. (2003). The cost of disinflation in Colombia- A sacrifice Ratio Approach-,
Archivos de Economia, Departamento Nacional de Planeacion, No.243,p 17.

® Keating, John.W. (2000), Macroeconomic Modeling with Asymmetric Vector Autoregressions, Journal of
Macroeconomics, Vol. 22, No(1), p 12.

® Arin, K. P., & Koray, F. (2006), Are some Taxes Different Than Others? An Empirical Investigation of the
Effects of Tax Policy in Canada, Empirical economic, vol. 31, issue 1, p 09.

183



\ilia g i) (e &l Jaadl

Apbail) (e AE e 358 il o) Sy Al N alaal z3sai 58 SVAR zasai )
Al dplailly 28 Y M) VAR zisa oSe o Mol

Apailly AW A bl ciler ol J a1 A Lok LAY (Wl @ 5y SVAR zisai 3 .
i eyl gy FdaY ALk 4G e A el e a8 A g 5y Sl
U JCH U O S P U i [ AP LIPS VR P LINIEN- DR A FCH S|
(=) gl cld clyiall b A e ot et G oY) gl cld il
aay oSy eV gl il clygnal) 8 il Gag o) sl el el Lai
Fiiey el 358

:SVAR gigai i 4d5 Y

VAR aladinl £y Casu laclad Y (4e) Vector Autoregressive (VAR) Model 4aiall 5
e oy il 30 z35ai o Bl 4 VAR zisaiy 203 Gaw WS (z3sall 13 ) 5L
Cyially il 138 cra JS0 Aale ) ) daalyy 213 ke JSU A lal) mil o aDIA

Mz el 13g) (gAY

e dxpl e 0555 Le VAR z3se of ()5 <SVAR gisai i i oL,
z 3l Jyiall JCEN Axgn BUS (S a8 s [1(1)] Leiil Y1 g5l 8 AL (<Y aloa)
: Jall saill e VAR

AX, = ANX, |+ AAX, ) +....+ AAX,_, +U,

k
:ZI:AiAXt—i +U;;

' REYES PENA, José Daniel. (2003). The cost of disinflation in Colombia- A sacrifice Ratio Approach-,

Archivos de Economia, Departamento Nacional de Planeacion, No.243,p 17.

® Keating, John.W. (2000), Macroeconomic Modeling with Asymmetric Vector Autoregressions, Journal of

Macroeconomics, Vol. 22, No(1), p 12.

® Arin, K. P., & Koray, F. (2006), Are some Taxes Different Than Others? An Empirical Investigation of the

Effects of Tax Policy in Canada, Empirical economic, vol. 31, issue 1, p 09.

* _ Jacobs, J. and van der Horst (1996), “Var-ing the Economy of the Netherlands”, CCSO Series, No 24”,
www.eco.rug.nl/ceso/CCSOseries/ccso024.pdf; p02.
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O iy ) il Agiayll bl 8 3ale g ¢(n) 5 (0) Limall fum diadl) Joudll)
dea)n Lyae o5 Gras sl s e ae Aiadl) ALl o (i L ¢l slay Y (n) )0
o esdsll il N3y (Unit - Root  Test) saasl) jia jlgal ehal 5e¥) cadlyy (LelalSs
O A LalSie 5 S5 Wl siune 8 5y wall el AL bl o s cCalll o sy A
Gl 2al oty 1 e B e e S 1)y (0) el Led e Mivies jia daall
Ll ey eaalsll (golns Lelal€idas o Adlall o2 (5 i un e (i JY)
Al (e AtalSia ALl s Jlallyy LA 3yl 2T g g ol gl (1) el
D12) ol e s At

gD SO I JYCH JUPES W LSSV S A QY P R [ QR O
iy oY ol e (M) Aia)l) ALododl s 13 La 53Ny «(Dickey-Fuller  Test) s
: )z dgaill al i)

NN=PNNVN+ NN

¢« T = n(p™-1) Al Al Crua Agsuaall Hled = S Aad alag) Ay a5 (g
Gl 1aLE Al gaal) A ausl) ae Al s2a Alee piy eldd dayy laaldall 2 e () Sns

! Charenza, W. W., and Deadman, D. F. (1992), “New Direction in Econometric Practice”, Edward Elgar

Publishing Limited, England.
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:(ADF) (Augmented Dickey Fuller) gugall i <3 jLad)

i oY ol B e A uhall Joae colyostiall el Joadlall i€ 13 L agaad Joal (e
casall s — (Koo lial el

(Led Ablaal) A pand) A lly dygnall Hlod — (So0 dad A5)l8e iy HLBAY) A 8
(N i3l Aldial) 5 ity Al 5578 PLA L e (e iy sl Al 2 as Ll
b — S iad e ST (Aillaall Aailly) Aysndll g — oo dad CalS 13 By e
Ay Wiy ((Mackinnon) (sSle Jsaa e dayaiwally (Aalhaall i aslly) 4ol
il Jy s o(Ny: N = 0) ol Al ulad) jhan ) an sy & B 46 aall 4y adll (a4,
LS 1) Ll cgsianall 8 Al AL bl hi ol ) e s (Ny: N # 0) Al
Byfie e Anedll Al (K58 Gl e (Sl

Cr o2 aly aalaial pae ga ol Jlede S L) e aal e oS L
alati ) iy 30 5 ¢ el Ladll aa 8 503 Ll s ) A G ap a5l
aall LSl dnl )l Jed— Spvdal o galal A g a gl Jyd— S jlsal
Ll my 2] ausal) 8 S aladi ) (o Sy 4518 A Gl 03 e Alay s dinll
Gb e el 8 S Llay) A S s al A lglae 8 @llhg asgll jia cilaal
ol o @y 13y dalsial) Ll giall cildg b e Lima laae L8 41 (e
(Al lassy)

AN o+ BNynt+ Savwv ANy + Ny

' Dickey, D. A., & Fuller, A. W., (1979), Distribution of the Estimators for Autoregressive Time Series with a
Unit Root, Journal of the American Statistical Association, vol. 74.
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(ADF) il 8, snll 4 thalid) oy sl aa e gl K dgialll 55 adll HLasl Sy

A1 e Aallee Glld 5 Al cilay b Sal L il A dglae tlas (e (Gia]
o dadh ahaiall dgas L) o bamy HLEAY) 13a ehia) GSayy . Gl 8 33T Ll
) Talall ol st ang abaiall say sl calall sl aay alaiall d3Lal,

Dickey and

-(Fuller, 1981

:K.Ubfﬂum 3aa ) J:\; kaal G_ﬂ:u

Jemnial) il i€y il e e gasal) lod = S i) Gl a5 2

(9) &) Ussall darmsa e

A S sl 1sh — S0 LAY il £(9) Jsaad

Shlal) @) s b ds¥) A gionsdl
o Durbin- JA) DFig DFieg  J  DFigd DFies i)
s Watson L eaal) 1 . .
2942 1 gounal) A4l gaall L ganall
0 2.05 3 iiua -3.78 -5.03
0 1.95 3 8iua -3.01 -3.86
0 1.70 3 iiua -3.02 -3.58 ooE -3.78 -2.19
0 1.90 5 )fhsa -3.01 -4.66

E-VIEWS zaliy cilajia e slaieYl Balll shae) e jdaal)

sl el dpa) sai Jaes s Ny scliaadla
c 1Y) asy) Asa dsa) sa Jaaa tNN
gbiiadl o sSall ) sl st Jsae :Ny
stial) Bl aje gai Jama tN

%SZ‘JJ"“G)MA‘;.‘;JMJPS-":‘?E

1_ Dickey, D. A., & Fuller, A. W., (1981), “Likelihood Ratio Statistic for Autoregressive a Unit Root”,

Econometrica, Vol.49.
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il ae (Aillaal) Al dysunal) (DF) da i)lie Pi (e chiiial) 46l
ey LEY) are (myl Al Apioall Al (e LB (Adllaall Aaslly) Al saal)
Al g pall gyl Ayl aadt wly &l Ay all w4l ) s mil
A5 1(1) AV (e 15 1(0) Lemany o (of ey riall A lal&s 4o j0 a3 1Y (OLS)
05 Agsima (gsua dic
(Co-integration Test) & idall Jalsill cpuilaga jLad) GG

o2 gl A a3l Judlall 05 S5 (o ey niall 03w Sl el J Sl HLsa) ey a) a3l
OS5 O ity (IR i (o ad 5y ia g A e (e A LalSie Lgasan psiiall
D) elya) e Coagd) ld (dagls L YT Aaall e A LlSie Sl 3 (e Aludl IS
bl 8 deadt ) il e soiie ST el Sl JLlSE A5y aad s e saagl ia
sla Adyma day ol ey Clyaaiall oda o @il Jalsill Lol Gaadat pSa Oa @l
el ey Ja) A lsha 0515 ABe agay e 2SI 8 A0 5y dadl) Jham ¢ Al
Loy ) (383 anal 1y dang f ey i) oy wie i Sall JalSl) Lsal A g Al J s
1 elyal oSar Y 4l Aaall e s e A LelSie ol A ialll D) (o (of s Ul
- LEaY)

:(Selection of the lag-length) e}l shlil) )58 ase (LS4 :lay),

tlaa Gylame Ao alaie) a3 uhall 73500 4 el glalall &yl JAeY) aaall agaal
Flss slamas ((AIC,  1973) 2(AIC) (Akaike  information  criterion) LIS ;s

Laa jlLaee GllAS, (HQ) wsS -obla [jlae ) 8Lyl ‘3(SC) (Schwartz’s  criterion)

' Johansen, Seren, (Nov 1991), "Cointegration and Hypothesis Testing of Cointegration Vectors in Gaussian
Vector Autoregressive Models", Econometrica, Vol.59, No.6 1551-1580.

® _ Akaike, H. (1973), Information Theory on Extension of the Maximum Likelihood Principle, in: B. Petrov and
F. Csake (eds.), Second International Symposium on Information Theory, Budapest: Akademiai Kiado (267-
281).

3 _ Schwartz, G. (1978), Estimating the Dimension of a Model,, Annals of Statistics, 6, 461-464.
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FPE jlsd

:(Granger Causality Test) danall o a JLEA) :Luald

olad) gy dua dudyal) iy tia G Al oladl agaad Jaf e L) s aadn,
OV by AV sy il S o G s cgalal L)) Lagd dg )
Azl (L o) s (1) el QLS 1Y) Lo L0 2 ind oM lagly Ty A8l ol
il () s (x) O im Dyl 038 Gy o) s Y (x) O 055 Agjial
Ofhlaall v (Granger  Causality  Test) danuall jaiija mispad aladin) S
2 ool

NN == NN + Z%VNNNNMVN—i_ ZR’WNNN NMVN+ NN ........ (1)

N N
NN= I\l\[ + ZNVN]VVNMVN-i_ ZMVNNN NMVN+ NN ........ (2)

LS el ol il Lagily jaall Gl ]l Legla g o ol Ny Ny S
LA Talgyy ) alaely SIS e

= (1) il () (x) i) (e 4a A ald) A S 1Y La (1) Adabeal) 22as
(V) smiciall (e da A ad) A8 IS 13 L laagaas 6 aadis (2) Aol f (s
by Sy 4l o) aniall lase 05 S5 (x) i) o el 13) 4 (x) iiall
e () il ) JWl S (Ny= Ny=  Ny=....= Ni=0) dpiall il
il LY (N = Ny = Ny = -0 = Ny) Qpieall il a8y iy 45 o(x)
t IS sy S35 F s aladiad o Gyjual

_ (NNNyNNNNyy)/N
NNNy y/(NNN) -

E(m,(n-k))

! _ Granger, C. W. J.,(1969), Investigating Causal Relations by Econometric Models and Cross-Spectral

Methods, Econometrica, Vol. 37, pp. 424-438.
* _Gujarati, D. N., (2004), Basic Econometrics, Fourth Edition, The McGraw—Hill Companies.
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) bl 850l saaae 2l oY Al Akl Callay ey adll (aye
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o bl s Sad) Glay) ol Ll Syl 8)5ld e ad i Ll (s5ise
(o) el dnay & EE 4

(12) Jdgaa
Jo¥) zagaill dpilly Al i LS il

4 Ao shlal) @) e
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JL_\.\;\ %.Q.A\ (e 4._11.3 «SVAR CJ)_A.I (e L\_uaLua‘ \;J_A J..\.\a.\ VAR CJ)_A.I u‘}f )._Lu
SVAR zigai i & ashadivl 8 Zould) 2all) e VAR zigai 535a

e VAR zisisaga o Capill dpaa i cl)lia) sac llag

Lagrange Multiplier Test sl o Jowlodll Ll DU iy sl g paime jlaidl ]
.0f Residual [Breush-Godfrey (BG)]
Portmanteau Autocorrelation Test VAR z3gd Al SN Lalsyy) Lol 2

PYSU: ) EENYSEDYE B N A JUPSA| P SRPIRVR PPN ) KNP [ DY PN DR (VS SIS S
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Lagrange  Multiplier 85— (o Aoiadl) B S gl qigpmdaa il ¥4
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' Breusch, T.S., (1978), Testing for Autocorelation in Dynamic Linear Models, Australian Economic Papers,
Vol. 17, Issue. 31, pp. 334-355.
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! __ G. M. Ljung, G. E. P. Box, (1978), “On a Measure of a Lack of Fit in Time Series Models”, Biometrika
65(2), pp. 297-303.
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' Perotti, R., (2005), Estimating the Effects of Fiscal Policy in OCDE Countries, CEPR Discussion Paper 168:
Center for Economic Policy Research, , London.
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