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Abstract

This paper focuses on the macroeconomic effects of fiscal policy shocks in Algeria using a Structural Vector
Autoregression (SVAR) approach. We use annual data covering 1965-2007 period, the results of the study
were as follows: A positive structural shock in the government expenditure will have a positive impact on the
real GDP in the short term with very small multiplier, but in the medium and long term have a negative effect
on real GDP; lead to important “crowding-out” effects, by impacting negatively on private investment; and
have a persistent and positive effect on the price level, consumption and the average cost of financing. A
positive structural shock in public revenue would have a positive impact on the size of government
spending, the same effect by this shock to real GDP with very small multiplier; have a persistent and
negative effect on the price level and the average cost of financing in the medium and long term. For
the response of the components of real GDP, there is a positive influence on both the consumption
and private investment. These results show that the expansion fiscal policies in Algeria have non-
Keynesian effects result of generate crowding-out” effects, and this specification engender the
relative ability to influence economic variables as we explicated in Variance decomposition, and
therefore there is relative to the effectiveness of such policies in achieving the desired economic
goals.
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No. of CE(s) Eigenvalue Statistic 0.05 Prob.*
None * 0.706709 123.3878 76.97277 0.0000
At most 1 * 0.519237 7432428 54.07904 0.0003
At most 2 * 0.486516 45.02903 35.19275 0.0032
At most 3 0.234103 18.36753 20.26184 0.0892
At most 4 0.175090 7.699218 9.164546 0.0942

Trace test indicates 3 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

: VAR gisalll (b ci Al ase yaas: 8 Jgaal)

Lag LR FPE AIC SC HQ
0 NA 4.91e-05 4.267088 4.487022 4.343851
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5 23.43904 4.38¢e-05 2.252687 7.970950 4248514
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* indicates lag order selected by the criterion

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

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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t 6 9.629967 44.06863 46.27776 0.000890  0.022757
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10 10.96299 3.031764 85.67801 0.004529 0.322711
2 4.635619 0.044849 92.77380 0.040724  2.505005
i 6 17.63934 28.39929 52.71395 0.019306 1.228111

10 25.45511 21.96328 51.47210 0.016826  1.092684




