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2l il e ARDL g dgad il 1(3-4) Joa

Dependent Variable: INFLATION

Method: ARDL

Date: 05/23/19 Time: 12:28

Sample (adjusted): 2000Q3 2018Q3

Included observations: 73 after adjustments

Maximum dependent lags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

LNWAGES

Dynamic regressors (2 lags, automatic): LNTAXR LNNONTR

LNTRANSFERS LNCAPITAL LNOPERATING POS

Fixed regressors: C

|

Number of models evalulated: 4374

Selected Model: ARDL(1,1,0,0,1,0,0, 1)

Note: final equation sample is larger than selection sample

Variable Coefficient | Std. Error | t-Statistic | Prob.*
INFLATION(-1) -0.223687 | 0.117873 |-1.897689| 0.0625
LNTAXR -0.010863 | 0.005813 |-1.868801| 0.0665
LNTAXR(-1) -0.012280 | 0.005274 |-2.328246| 0.0232
LNNONTR 0.000577 | 0.004160 | 0.138594 | 0.8902
LNWAGES -0.009152 | 0.008067 |-1.134465| 0.2610
LNTRANSFERS 0.006077 | 0.005720 | 1.062423 | 0.2922
LNTRANSFERS(-1) | 0.012392 | 0.004932 | 2.512794 | 0.0146
LNCAPITAL -0.001875 | 0.001570 |-1.193963| 0.2371
LNOPERATING 0.004594 | 0.003720 | 1.234961 | 0.2216
POS -0.004295 | 0.005293 [-0.811398 | 0.4203
POS(-1) 0.008925 | 0.005183 | 1.721852 | 0.0902
C 0.125783 | 0.061500 | 2.045262 | 0.0451
R-squared 0.336787 Mean dependent var | 0.006936
Adjusted R-squared | 0.217191 S.D. dependent var | 0.011756
S.E. of regression 0.010401 Akaike info criterion | -6.144572
Sum squared resid 0.006600 Schwarz criterion -5.768058
Log likelihood 236.2769 | Hannan-Quinn criter. | -5.994524
F-statistic 2.816041 Durbin-Watson stat | 1.865444
Prob(F-statistic) 0.004918 |

ARDL Error Correction Regression (ECM) aladioly jaad) g3 gai guilii

(ECM) Uadll moma 4y ylay JaaiV) 73 g il jlial oliad 44 Joan sl

Sle DAY A 4 jaall dum @) et Al g (z3seill Bound  test Lol mil s
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O Adlan) AN I3 ADle dsay e Lee Ay jieall Aum gl =iy L L (3.21)
sasa el 4-4 Jsaa 3 (ECM) asi¥) Jalas il Gl i g LAl &y
e %66 53 5 uiy zasall (f Jixis %66 sniR” ded il Cum il 3 sel

(pdacmil) Janal 15Y) il 5 jal)) adil il 8 dlalal) el il

Ladll o Cum cadizmil) Janal V) il el e G gl il 500 IV culd g jall %5
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ARDL Error Correction Regression (ECM) 3 gai zilii :(4-4) Jg

ARDL Error Correction Regression
Dependent Variable: D(INFLATION)
Selected Model: ARDL(1,1,0,0,1,0,0, 1)
Case 2: Restricted Constant and No Trend
Date: 05/23/19 Time: 12:30
Sample: 2000Q1 2018Q3
Included observations: 73

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient | Std. Error | t-Statistic Prob.
D(LNTAXR) -0.010863 | 0.004356 | -2.493685 | 0.0154
D(LNTRANSFERS) 0.006077 |0.003773 | 1.610757 0.1124
D(POS) -0.004295 |0.004103 | -1.046656 | 0.2994
CointEq(-1)* -1.223687 |0.105199 | -11.63216 | 0.0000

R-squared 0.663543 | Mean dependent var | 4.81E-05

Adjusted R-squared 0.648914 S.D. dependent var | 0.016505
S.E. of regression 0.009780 | Akaike info criterion | -6.363750
Sum squared resid 0.006600 Schwarz criterion | -6.238245

Log likelihood 236.2769 | Hannan-Quinn criter. | -6.313734

Durbin-Watson stat 1.865444

* p-value incompatible with t-Bounds distribution.
F-Bounds Test Null Hypothesis: No levels

relationship
Test Statistic Value Signif. 1(0) I(1)
F-statistic 13.29104 10% 1.92 2.89
K 7 5% 2.17 3.21
2.5% 243 3.51
1% 2.73 3.9
Jashll saad) o

AN b aa¥) Jysha Al s ga g ol 54 Jsan (e i Jushall sadll e U

—le dAga e Al il a5 Ay peall I ) e IS o %5 (s i die diliaal
%5 e JI a Lagie ISt LAY AdLaaY) Aadl of Cus 5 AT dga (e pdmill o
i) A Al Al (o e it 5 AulsBY) A il e Lol (3 13a
& Ml gobail (ilail ) a5 (Lo o dabsatl) il s ) 5 dalad) s
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Hdas Y g5 (el pd) LnileSY) A bl (5 AT dea ey izl i
it Galead) ) Al galatd)
Aglan) ANVS @b 2] Alysh ADLe dsa s ade Y (e G (s AT A
gl el El) ol ga s cdlledd ) i) g ol gl e ol Y e JS Om
G850 Y 135 AT dea e pizmill Jane (s Aen On olandl RN 5 s

Aele Ty el el saY) s i) Gy seadl dulanddl) Allal) 3 Y)

Jashll sl e ARDL g3 sai guilii :(5-4) Jaa

Variable Coefficient | Std. Error | t-Statistic | Prob.
LNTAXR -0.018913 | 0.004867 | -3.885815 | 0.0003
LNNONTR 0.000471 | 0.003408 | 0.138235 | 0.8905
LNWAGES -0.007479 | 0.006616 | -1.130340 | 0.2628
LNTRANSFERS 0.015093 | 0.005507 | 2.740839 | 0.0080
LNCAPITAL -0.001532 | 0.001307 | -1.171960 | 0.2458
LNOPERATING 0.003754 | 0.003064 | 1.225436 | 0.2251
POS 0.003784 | 0.004153 | 0911154 | 0.3658

C 0.102790 | 0.049120 | 2.092645 | 0.0405

ARDL _)aad) c.:}ul dnadidl) ¢ Ly 4.4.4
Al 3 pal
(Serial correlation)  JAwledl bls ¥ jLad) -1
»Ld (Breusch-Godfrey Serial Correlation LM Test) sl i (e iy
Slel 25011 s Adlaay) dadl of cus o(serial correlation) A< asa g axe

serial ) Ais a5 p2e o path Al Ay sall A @l Jed Jey 138 5 %05 (e IS

)M\ CJ}A—\S‘ L;" (COI’I’ClatiOH

Breusch-Godfrey Serial Correlation LM Test:

F-statistic

1.820506

Prob. F(2,59)

0.1709

Obs*R-squared

4.243130

Prob. Chi-Square(2)

0.1198
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(Ramsey RESET) z3gaill dadla 520 JLid) -2

Aol 0S5 i (e 3 salll apenad 5 AaDle sae pand LAY s Caag

z sl o sLJ (Ramsey Test) Ll F e iy g e el o ALl padi]
e OES) bjfj ZLB) 0.98 iju F-statistic J ddlaal) 4l ui Cua (T eda.u.u]\

Q_A@MYQAM\:\JJ&A\ UTL_A‘;UML;‘S\L)&A\@MJS&\ dj—ﬁ@*ﬁ‘&jc%s

RRPEERA PR PN )

Ramsey RESET Test

Equation: UNTITLED

Specification: INFLATION INFLATION(-1) LNTAXR
LNTAXR(-1) LNNONTR

LNWAGES LNTRANSFERS LNTRANSFERS(-1)
LNCAPITAL

LNOPERATING POS POS(-1) C

Omitted Variables: Squares of fitted values

Value df Probability
t-statistic | 0.020942 60 0.9834
F-statistic | 0.000439 | (1, 60) 0.9834

(i) Uslas B ) Undll adal) ag5sil) JLd) -3

icjse yaadll Alilee A 5 o oL (Jarque-Bera Test) Jlial gz e oy

i 135 %5 e S el a5 0.98 (o sk AllaaY) dedl o Cus Lk s
V5 lnh by e Jse Janil) Aibas S of o gt ) &y el dpm ) 58
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Series: Residuals
[] [] Sample 2000Q3 2018Q3
104 Observations 73
8 — Mean 6.50e-17
L Median -0.000968
6. Maximum 0.022995
Minimum -0.024232
Std. Dev. 0.009574
44 Skewness  -0.035320
Kurtosis 2.936071
2
T Jarque-Bera  0.027609
o I | | | m Probabilty ~ 0.986290
-0.02 -0.01 0.00 0.01 0.02

(Heteroscedasticity) Uadll aa ¢plsi axe jlid) -4

35— aac oL (Heteroscedasticity Test: Harvey) HLaal zilis ce cpy
e 8K el 25 0.40 s skas A0laaY) dedl) o Cua ((Heteroscedasticity) S
A e dy ag et olo gait ol Aial Ayl Je b e s %5

%) #3sall 8 (Heteroscedasticity)

Heteroscedasticity Test: Harvey

F-statistic 1.292128 Prob. F(11,61) 0.2508
Obs*R-squared 13.79513 | Prob. Chi-Square(11) | 0.2445
Scaled explained SS | 11.43141 | Prob. Chi-Square(11) | 0.4079
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1.Unit Root test (ADF test)

Table (1.1) Unit Root test at level for Palestinian (Level)

Intermediate ADF test results
Max
Series t-Stat Prob. E(t) |E(Var)| Lag Lag Obs
INFLATION -8.3064 0.0000 |-1.525| 0.736 0 4 73
LNCAPITAL -2.3645 0.1554 | -1.470 | 0.801 4 4 70
LNNONTR -1.9550 0.3059 | -1.523 | 0.752 1 4 73
LNOPERATING | -3.1121 0.0299 | -1.525| 0.736 0 4 74
LNTAXR -0.2230 0.9298 | -1.470 | 0.801 4 4 70
LNTRANSFERS | -1.0904 | 0.7154 |-1496| 0.781 | 3 4 71
LNWAGES -2.5471 0.1090 |-1.470 | 0.801 4 4 70
POS -2.5872 0.1002 | -1.525| 0.736 0 4 74
Table (1.2) Unit Root test at level for Palestinian (1* difference)
Intermediate ADF test results
Max
Series t-Stat | Prob. | E(t) |E(Var)| Lag | Lag | Obs
D(INFLATION) | -8.3248 | 0.0000 | -1.498 | 0.766 | 2 4 70
D(LNCAPITAL) | -9.8933 | 0.0000 | -1.499 | 0.766 | 2 4 71
D(LNNONTR) | -7.4862 | 0.0000 | -1.499 | 0.766 | 2 4 71
D(LNOPERATING)| -10.789 | 0.0001 | -1.525 | 0.736 | O 4 73
D(LNTAXR) -4.5169 | 0.0005 | -1.495 | 0.782| 3 4 70
D(LNTRANSFERS)| -9.1629 | 0.0000 | -1.499 | 0.766 | 2 4 71
D(LNWAGES) | -4.8832 | 0.0001 | -1.469 | 0.803 | 4 4 69
D(POS) -8.4261 | 0.0000 | -1.525 [ 0.736 | O 4 73
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2. Johansen co-integration test

Table (2.1) unrestricted cointegration Rank Test (Trace)

Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) | Eigenvalue Statistic  |Critical Value| Prob.**
None * 0.576043 219.1296 187.4701 0.0004
Atmost 1 * 0.477396 158.2028 150.5585 0.0172
At most 2 0.414790 112.1287 117.7082 0.1069
At most 3 0.312592 74.08794 88.80380 0.3548
At most 4 0.240117 47.47524 63.87610 0.5304
At most 5 0.181391 27.97931 4291525 0.6233
At most 6 0.124273 13.76879 25.87211 0.6766
At most 7 0.059389 4.347051 12.51798 0.6915
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

Table (2.2) wunrestricted cointegration Rank Test (Maximum
EigenValue)
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) | Eigenvalue | Statistic Critical Value | Prob.**
None * 0.576043 60.92676 56.70519 0.0179
At most 1 0.477396 46.07413 50.59985 0.1370
At most 2 0.414790 38.04074 44.49720 0.2123
At most 3 0.312592 26.61271 38.33101 0.5545
At most 4 0.240117 19.49593 32.11832 0.6916
At most 5 0.181391 14.21052 25.82321 0.7044
At most 6 0.124273 9.421736 19.38704 0.6805
At most 7 0.059389 4.347051 12.51798 0.6915
Max-eigenvalue test indicates 1 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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3.Autoregressive Distributed lag (ARDL) Test

Table (3.1) ARDL test at long run

Levels Equation
Case 2: Restricted Constant and No Trend
Variable Coefficient | Std. Error | t-Statistic Prob.
LNTAXR -0.018913 0.004867 | -3.885815 0.0003
LNNONTR 0.000471 0.003408 0.138235 0.8905
LNWAGES -0.007479 | 0.006616 | -1.130340 0.2628
LNTRANSFERS 0.015093 0.005507 2.740839 0.0080
LNCAPITAL -0.001532 | 0.001307 | -1.171960 0.2458
LNOPERATING | 0.003754 0.003064 1.225436 0.2251
POS 0.003784 0.004153 0911154 0.3658
C 0.102790 0.049120 2.092645 0.0405
EC = INFLATION - (-0.0189*LNTAXR + 0.0005*LNNONTR -
0.0075*LNWAGES
+ 0.0151*LNTRANSFERS -0.0015*LNCAPITAL +
0.0038*LNOPERATING
+0.0038*POS + 0.1028 |

Table (3.2) ARDL Bounds Test

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic: n=1000
F-statistic 13.29104 | 10% 1.92 2.89
K 7 5% 2.17 3.21
2.5% 243 3.51
1% 2.73 3.9
Actual Sample Size 73 Finite Sample: n=75
10% 2.023 3.068
5% 2.36 3.478
1% 3.057 4.413
Finite Sample: n=70
10% 2.024 3.079
5% 2.351 3.498
1% 3.034 4.426
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Abstract

This study aims to study the impact of fiscal policy on inflation in
Palestine during the period (2000-2018). The researcher used the integrated
approach (descriptive and standard) by using the program (EViews)
through the test regression analysis to reach the results and analyze them in
details. The results showed that there is a statistically significant effect of
fiscal policy on inflation in Palestine. It also showed that there is a
correlation between inflation rate, and both tax revenues in (current
quarter) and political stability in (previous quarter) at the level of 10%, and
also showed a significant statistical correlation at the level of 5% between
each of tax revenues in the (previous quarter) and transfer expenditures in
the (previous quarter). The study also showed that the Palestinian economy
imports more than 90% of its imports from Israel, which summarizes the
dependence of the Palestinian economy on the Israeli economy, with the
weakening of the Palestinian local production base due to Israeli policies
that stifled its expansion and development by deliberate neglect of the
economic infrastructure in the Palestinian territories. Finally, the study
recommended that the Palestinian economy should be eliminated from the
dependency on the Israeli economy by replacing Palestinian products, and
imposing laws to increase agricultural and industrial production. It should

be noted that the role of Palestinian tax revenues in achieving stability is

b



still weak and limited. This requires a review of the components of tax
revenues and their restructuring, And also working to reform the
Palestinian censorship side to provide accurate information on purchases
and sales to the Israeli side, which contributes to raising revenues and

reducing the volume of VAT losses.



