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Abstract:

This study mainly aimed to measuring the impact of Oil Price Fluctuation on
fiscal policy (government revenue and expenditure) in Algeria, using a Vector Auto
Regression (VAR) approach, based on annual data covering 1980-2014 period. The
result showed that a positive structure shock in oil prices estimated at 1% or one US
dollar would cause a positive impact at the beginning of the response period, and
the effect of a shock in government spending has been bigger than a shock in
government revenue indicating, the impact of government spending is stronger than
the impact of government revenue, which indicate that policy adopted by the
government is a pro-cyclical fiscal policy.

Key words: Oil Price Fluctuations, Fiscal policy, VAR, Algeria.
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Hypothesized _ . Critical Value Max-Eigen Critical Value

No.of CE(S) Eigenvalue Trace Statistic . Sy 005
None * 0.888014 173.6380 40.07757 67.87085 0.0000
At most 1 * 0.792690 105.7671 33.87687 48.77973 0.0004
At most 2 * 0.534592 56.98740 2758434 23.71006 0.1452
At most 3 * 0.442375 3327734 21.13162 18.10613 0.1259
At most 4 * 0.386881 1517121 14.26460 15.16509 0.0359
At most 5 * 0.000198 0.006127 3.841466 0.006127 0.9369

Trace test indicates 2 cointegrating eqn(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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Dependent Variables: OP
Chi-sq ¢ Prob.
GDPg 5.808168 ) 0.0548
LOGG 9.447797 ) 0.0089
LOGT 17.36962 ) 0.0002
Dependent Variables: LOGG
Chi-sq ¢ Prob.
OP 12.60673 ) 0.0018
CPI 7244171 ) 0.0267
Dependent Variables: RER
|
Chi-sq ¢ Prob.
OP 7259918 P 0.0265
LOGT 5274705 ! 0.0716
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(VAR) z3g03dl 3 3Ll @l 58 wpand 4Liid) 25U5 (D) Jgaadl

Lag LR FPE AlIC SC HQ
0 NA 519599.0 30.18795 30.46278 30.27905
1 248.6320* 246.7869 2249267 2441645 23.13035*
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2 ‘ 49.80924 ‘ 219.6890* ‘ 22.12113¢ ‘ 25.69387 ‘ 2330539

* indicates lag order selected by the criterion

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

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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J5ls a5 yianll mex of I BLEYL s>yl G ol wSblall e of Last < StADIlity condition

bl @l pas 51 slbaYI bls,l § Uz o Sl Y z3sail ol e s Bangll 350

9935l sumio AR J duse ol o (1) 1S3

Inverse Roots of AR Characteristic Polynomial

1.5

1.0 e

0.5+

0.0+

-0.54

-1.04 ——

-1.5
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TEST RESULTS(t)
0.176836
LM test for no threshold
(0.5236)
. 0.052736
Chi squared value
(0.9968)
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G0 Araldl 35l I3 ol S ol Gos 5 0d <Jashlly bawgill capall IS Tplayly Tnle BT I
2759376 © iy o 51 s o5 80 5,501 8500 Lo %0126.9442 535 5o Tl gam
(Variance Decompositiony : Ll wbgsSe Julss .6

Slpiie ga piie JS) bl @UpSe Julad Sole i piie JS) Gulall s e O petl
P S I Josill g ¢ pdgaldl
i)l b gSo s (7=D) gual

Per Explained by shocksin:
centage of the
forecast error Years OP GDPg Log(G) Log(T) CPI RER
of:
2 56.58037 0.197108 20.31275 12.16269 0.042755 10.70433
OP 6 3647781 10.29026 82.12887 1124993 1.030106 1777983
10 2591309 10.83700 82.83066 0.892596 0.946353 1.902085
2 3.112639 8345257 0.315171 3.825629 7.358461 1.935527
o P 6 2.367342 11.08802 82.40577 0.948349 1462708 1727814
10 2.536105 10.84585 82.87200 0.882728 0.951888 1911436
2 0.854203 7.672587 79.03583 5583382 4.369107 2.484894
Log(G) 6 2447441 10.65210 82.92963 0.979809 1.041437 1.949578
10 2.540949 10.83489 82.86507 0.890871 0.953247 1914971
2 21.20581 5.210530 7528524 64.20233 0.001453 1.851346
Log(T) 6 13.97508 18.44519 7.602191 4594349 9.963225 4070827
10 10.83412 20.37507 9.631537 4198234 13.75078 3426150
2 1409672 18.78155 1152934 10.43656 56.35025 1492630
CPI 6 2.334710 1059321 81.18860 1.228587 2.769822 1.885072
10 2.557383 10.83484 82.85121 0.895799 0.950288 1.910475
2 8535093 2.998785 13.92947 53.63206 3.989358 16.91524
RER 6 2.860676 9.983611 82.10752 1979779 1.087761 1.980654
10 2.569318 10.81069 82.84471 0.907212 0.957548 1910521
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