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Abstract:

This study examines the
coordination between fiscal and monetary
policies in  Algeria  (1991-2023),
employing the Autoregressive Distributed
Lag (ARDL) model to analyze the reaction
functions of both policies. The findings
reveal mutual interactions between the two
policies, albeit lacking balance.

Fiscal policy is sensitive to
monetary supply and the balance of
payments, while monetary policy responds
to fiscal imbalances, output, and external
sector dynamics.

However, the impact of inflation
and unemployment remains marginal. The
coordination is situational rather than
strategically planned, limiting the policies'
ability to achieve macroeconomic stability.
Keywords: Fiscal Policy; Monetary
Policy; Inflation; Unemployment;
Monetary Reaction Function; Fiscal
Reaction Function; Economic Growth;
Coordination; ARDL Model.
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Augmented Dickey —awsl! g8 0 2yl pdiw! sLas ] @il :(1) o8, @=Ll
4ulyudl &lpazt Fuller (ADF)
At Level
BALANCE... BALANCE_1 BOP GDP INF UNT M2 M2__1
t-Statistic  -1.7678 -1.8202 -1.9724 -0.4118 -2.2274 -0.6332 0.2119 0.2793
Prob. 0.3890 0.3642 0.2968 0.8954 0.2010 0.8492 0.9691 0.9733
no nd no no nd no nd no
t-Statistic  -2.5075 -2.3723 -1.9606 -1.8443 -1.7484 -1.7982 -2 7692 -27182
Prob. 0.3226 0.3857 0.5999 0.6594 0.7057 0.6820 0.2189 0.2379
no nd no no nd no nd no
t-Statistic  -1.5660 -1.6834 -1.9726 1.3597 -2.0851 -0.9063 1.8098 1.8276
Prob. 0.1088 0.0868 0.0478 0.9531 0.0374 0.3160 0.9808 0.9814
na * = na = na nQ ni
At First Difference

d(BALAMN... d(BALAM.. d(BOP) d(GDP) d(INF) d(UNT) d(Mz2) d(M2__1)
t-Statistic ~ -6.5357 -6.1993 -5.5243 -4.9199 -5.9497 -4.3951 -4.4056 -4.2463
Prob. 0.0000 0.0000 0.0001 0.0004 0.0000 0.0016 0.0015 0.0024
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= Bounds Test

Null hypothesis: No levels relationship
Number of cointegrating variables: 5
Trend type: Rest constant (Case 2)
Sample size: 32

Test Statistic Value
F-statistic 11.227686
—_—
= Bounds Critical Values
10% 5% 1%
Sample Size  1(0) i | wo m | wo I(1)
30 2407 3517 2910 4193 4134 5.761
35 2331 3417 2804 4013 3.900 5419

Asymptotic 2.080 3.000 2390 3.380 3.060 4150

* I(0) and (1) are respectively the stationary and non-stationary bounds.

Null hypothesis: No levels relationship
Number of cointegrating variables: 5
Trend type: Rest. constant (Case 2)
Sample size: 31

Test Statistic Value

F-statistic 6.979611
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Variable * Coefficient Std. Error t-Statistic Prob.
GDP 0.075061 0.052377 1.433091 0.1637
BOP 0.269005 0.089076 3.019958 0.0056

INF 0.089101 0.103253 0.862937 0.3961
UNT(-1) -0.316415 0.259088 -1.221265 0.2329
M2__1 -0.246560 0.066418 -3.712227 0.0010
C 11.30062 7.951524 1.421190 0.1671

Deterministics: Rest. constant (Case 2)

CE = M2(-1) - (-2.291082*BALANCE_1(-1) + 2.298604*BOP(-1) + 0.813482

*GOP(1)+ 0A23751%UNT(-1) + 0.355615%IMNF(-1) - 18.460034)

Cointegrating Coefficients

Variable * Coefficient Std. Error t-Statistic Prob.
BALAMCE_1(-1) -2.291082 0426623  -5.3T70273 0.0000
BOP(-1) 2.298604 0.741239 3.101030 0.0050
GOP-1) 0.813482 0.113989 7.136495 0.0000
LMT-1) 0.123751 0.625306 0.197904 0.8449
IMF(-1) 0.355615 0.194455 1.828779 0.0804
C -18.46093 2260772  -0.816577 0.4225

Mote: * Coefficients derived from the CEC regression.
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Variable Coefficient Std. Errar t-Statistic Praob.
M2(-1)* -0.924217 0306983  -3.010642 0.01645
BALAMCE_1(-1) -2 117456 0634544  -3.336972 0.0103
BOP(-1) 2124408 0379720 5.594671 0.0005
GOP(-1) 0.751833 0181289 4147155 0.0032
LIMT{-1) 0114372 0553130 0.206773 08414
IMF{-1) 0.328665 0214625 1.531342 01642

C -17.06190 1746739  -0.976736 0.3573
D{M2(-1)) -0.040251 0285748  -0.140863 0.8815
D{M2(-2)) -0.560215 02010658  -2786243 0.0237
DiBALANCE_1) -0.149449 0258812  -0.575218 0.5810

D(BALAMNCE_1(-1)) 1533279 0.415068 3.694046 0.0061
D({BALAMNCE_1(-2)) 1.001968 0227382 4396369 0.0023

D{BOR) 0.996136 0224974 4 427775 0.0022
D{BOP(-1)) -1.461624 0326928 4470739 0.0021
D{GDF) -0.284208 0112956  -2.516094 0.0360
D{GDP{-1)) -0.340407 0255178  -1.333999 021849
DiGDP{-2)) -0.690965 072786  -3.993936 0.0040
D{LIMNT) -1.887987 0688799  -2740984 0.0254
C{IMNF) 1.411310 0415123 3.399738 0.0094
DiIMF-1)) -0.395398 0230101 -1.718365 01241
DiIMF-27) -0.228235 0299194 0762833 04675
Wariable Coefficient Std. Error t-Statistic Prob.
M2{-1)* -0.589965 0161419  -3.654877 0.0016
BALAMCE_1(-1) -0.4838741 0365177 -1.338367 0.1953
BOP(-1) 0.430387 0.224652 1.915795 0.0693
GDP-1) 0481210 0120204 40864381 0.0006
IMF(-1) -0.004600 0178410  -0.025782 0.9797
LIMT** 0160599 0447285 0.359052 0.7233

C -12.058321 1428637  -0.843686 0.4038
DiBALAMNCE_1) -0.035622 0314404  -0113299 0.891049
C{BOP) 0762277 0.271159 2811177 0.0108
DiGDP) -0.114925 0.143261 -0.802204 0.4319
D{IMF) 0411424 0.288213 1.379631 0.1529
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