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AF: Active Fiscal policy.
AM: Active Monetary policy.

DSGE: Dynamic Stochastic General Equilibrium.

FD: Fiscal Dominance.

FTPL: Fiscal Theory of price level
IBC: Intertemporal Budget Constraint
IMF: International Monetary Fund.
MD: Monetary Dominance.

NR: Non Ricardian regime.

PF: Passive Fiscal policy.

PM Passive Monetary policy.

R: Ricardian regime.
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o DSGE models have become ubiquitous. Dozens of feams of researchers are
involved in their construction. Nearly every central bank has one, or wanfts fo have
one. They are used fo evaluate policy rules, fo do conditional forecasting or even
sometimes fo do actual forecasting. There is little question thaf they represent an

impressive achievement’.
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! Blanchard, O. (2009). "The state of macro". Annu. Rev. Econ., 1(1), p24.

2 Walsh, C. E. (2010). Op.cit p27-28.

164



iyl aebdl WY1 gl Ladll

sbagl 23U (3 asladl olol) @ aloldl oSSKall e WSy ai asT aaled] gl ol
AL @l e S Slisd Oh gl s (3 KAl )

Sladle @ vgr 93 o) @ S SlslasW Bladl danly dld) 23LaBY) Z3ldl el G (3
Y s S A ) Sl s 0V uslas¥l gl sde2 SO BT Y sl antd)
Pl & Sl Al B o Lo ptey 2l 3Ll (3 il ps e WA SRy )
g e Brao AMAY Sladgdl il Bates Ulaza) 263591 SlsY cugs AW Blad) danly
T3 ks ) BLoYL (Taylor 1993D) Jes (Ul fow o) O Same of B340l Sl
T3l AL S il IS ST am 8 Rt lads el LSy o(Fair 1984) Gladl aans
Fuhrer — Jezs bt ol a0l oldgd e auldl el S5l oY1 akd)
.Fuhrer and Moore (1995a.1995b) 5 ¢<(1994b.1997c¢)

Sl pldl O3l -5 e i) dnledl 5B (3 Ga2 @l gl fadd) dazed 3V B3V
Spas Of (ot @ g slasYl luly il oldgdl n z3bd) ods xod (DSGE) (529!
b ety ) gy (L)Y pbawry daid) law) WilaY Bl Jal) ol e olSally WY w
S el el (olaledl L2 3 ezl DSGE 23U iy clay aysl ol e doal)
Gouvea et al. (2008) 5 .5-J Adolfson et al.(20070) Z3Ledl ods alsal oo UL LA b
At (S el ol 1 e ke 3L o ple (i ¢ il

S s oY Bl s Ofy 1Bz elss eVl e OF ol ) m3gedl s st

Rotemberg and cIreland (1997a) <Yun (1996) 55040 alesd) fazs a0 anlol) agad)
Christiano, Eichenbaum, and 44 DSGE 3L &yl dedl o o .Woodford (1998)
Smets and Wouter (VAR olas ol dilas J05 0 350l 19,05 o) Evans (2005)
i) el Jaisy OV Gl (gl il plisanl ool L 3l Sl plisial g dsd 19,05 01 (2003)
Lubik and Schorfheide (2007) s Smets and Wouter (2003 2007) <Levin et al. (2006)

s el xS L s s o Y Sl el e (NKS 2S5l a i) dazes
G A Jlse s res sLas¥l 3 JW sl pdey skl e Wladl sy £ad ) Yl
By o Wb s3by @sladl S5 IS psk o (S slasYl W ] dees BT (3 i) de )l

L Ibid. p27-28.

165



iyl aebdl WY1 gl Ladll

o Bsset A Sl sl e ils S5 L Y1 Gl e gl o Bme Bssad By )
BTt b b apsed) aeudd Y Odd Jlse foss L SO slasYl ) & s ox 3l oYall
Jor Goeedd G ISn oy (0palasV) IS o i) s OF S i b U] s
G isk eles I o Lad oS A LG hse ol il oy i S Y1 Al ol

.(DSGE Model) sl Seoled) ool

DSGE algiall alalt O3l 231 o8 48 1 J5¥1 Cllal

Ol 3 olas & oladl e il Baiie oluladl i ¢ DSGE T3 sk O
oy Bl e na i i JSUI sLagl 3l el il g,u Sy Bl ods o)
3l odd gl el e uslaBV clanl Wiy gl SlgslS

skl Gladl danly 4057 dnlasl 236 sl Gl meol 1936 ple 3 aaldll ag i 5187 20 Lous
Bmstns A 3gf Slpite pshd a2 Aojis 513 Aol e OVslas plas Ko 3Ll sds wds T S
W O e Slam Y sl 3 LY Ll el i s S gpSd ISI) slasY a ks
i) ) ol mrly Bl Olaand) agd U5 mey Slisadly Olaed) 3 B ST eals,
Sl Gl sus Sls i8Sy Lazesl) i ded) 3 sy

S bl sLaBW  #y st ]

Ayl g 5 S oldl o 1.1

Aely o) O 5l Slesl (3 Wezady (3 et Sl 23l odas ol adeall Lol dgag e
= e pe g Wllly oadl cp Regsll A il Je ST S 23l sde LSl sl
I s G dledly ) aldll SLl s Z3ldl ods Jo call e 08T ULl
253 e Wi 23l ol i gl elsl Cans ] mandl Sl e sae el Sl
Apalas) i bl alo 6f 095 aae)) fedd) L) Sty i) of d) oL e

S R adl 23l odb gl W) e cnly p OpslaBV) ol Ai 3kl dgrgd) e
S ey Wladll B ) WBLDY 2RSS el ) LYYy 23l odd Bl p dalall gasls
(S sLaBY) e st paly B n sl s el eVl

L Keynes, J. M. (1936). "The General Theory of Employment, Interest and Money". London: Macmillan (reprinted 2007).
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Abstrac:

This study aims to analyze the interaction between fiscal policy and monetary policy
and to know the nature of the relationship between them in Algeria during the period
1970-2019 using the dynamic stochastic general equilibrium model DSGE. The results
showed that the Central Bank of Algeria follows a passive monetary policy that is
restricted to the fiscal policy throughout the study period, and this leads to a deviation of
monetary policy from its primary objective of targeting inflation. The fiscal policy in
Algeria also generates inflationary effects, especially in the long run. These results
confirm that monetary policy is not completely independent and that it responds to the
requirements of fiscal policy. Therefore, the prevailing system in Algeria is a non-
Ricardian system, which confirms the validity of the financial theory of the price level in
Algeria. The study also showed, by simulating the model under active monetary policy
and passive fiscal policy, positive results on the Algerian macroeconomic variables.

In order for the optimal coordination between the fiscal and monetary policies, the
combination that reduces the welfare function of society is determined. Therefore, we
set a monetary policy base based on two variables, namely inflation and the exchange
rate, and a fiscal policy base based on two variables represented in government debt and
the Revenue Control Fund. From here, four (04) possible combinations arise. By
simulating the dynamics of the study model under the various proposed combinations
and using the social welfare function for Algeria, the optimal mixture between fiscal and
monetary policies is when the first targets government debt and the second is inflation.





