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Abstract
This paper focuses on The degree of influence of both fiscal and monetary policy shocks on levels
of unemployment rates in the Algerian economy, using Vector Autoregressions (VAR) approach,
and using annual data covering (1970-2013) period, the results of the Granger causality tests,
impulse response functions, and variance decomposition, were affirmed the important impact of
fiscal policy on levels of unemployment rates, However, this effect is weaker as a result of the
emergence of crowding-out effects, (Which means that the expansionary fiscal policies Followed in
Algeria have some sort of non-Keynesian effects). This is what gives the relative ability of fiscal
policy to influence the macroeconomic variables in Algeria, like unemployment.

While the results of previous tests, showed the limited capabilities of monetary policy to
influence the rates of unemployment. This result is consistent with the reality of the Algerian
economy, Where that monetary policy didn’t pay attention to the employment levels. As the
objectives of this policy, announced by the authorities Commandment, Remains a far cry from the
job market requirements and priorities of the employment, Because of the total focus on fighting
inflation and achieving price stability.

Keywords: Fiscal policy, Monetary policy, VAR Models, Impulse response functions,
Unemployment, Algeria.
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