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The objective of this thesis is to analyze the fiscal policy by using
fiscal impulse measures and responses to instrumental economic variables.
Data for the study consisted of annual secondary data from 1978 to 2003.

The study was divided into two parts. The first part is a study whose
objective is to find the value of the fiscal stance, fiscal impulse, expenditure
impulse and revenue impulse. The second part studies the impact of
Instrumental Economic Variables such as the economic growth rate, the ratio
of current account to GDP, the rate of inflation, and the unemployment rate on
fiscal impulse, expenditure impulse, and revenue impulse.

The first part of the study found that in the period from 1978 to 1987

the fiscal position was one of deficit. Fiscal expenditure was determined by
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the expansion of the economy in the period from 1987 to 1996, during which
time there was a fiscal surplus. The fiscal revenue was determined by the
slowing down of the economy. In the period from 1997 to 2002, the fiscal
position was one of deficit in 1997, while from 2001 to 2002 the policy of
expenditure has resulted in the expansion of the economy. From 1999 to 2000,
the policy regarding revenue resulted in the slowing down of the economy,
while in the 2003 the fiscal surplus and the policy regarding expenditure and
revenue resulted in the slowing down of the economy.

The second part of the study found that both the economic growth rate
and the inflation rate of the previous year exhibited a negative correlation to
the fiscal impulse of the current year. On the other hand, unemployment rate
during the current year displays a positive correlation to the fiscal impulse of
the current year. All these factors were statistically significant. The ratio of
current account to GDP did not significantly affect the fiscal impulse.

The ratio of current account to GDP in the current year exhibited a negative
correlation to the expenditure impulse of the current year. On the other hand,
the unemployment rate of the current year displays a positive correlation to
the expenditure impulse of the current year. All these factors were statistically
significant. The economic growth rate and inflation rate did not significantly
affect the expenditure impulse.

The economic growth rate in the previous year exhibited a negative
correlation to the revenue impulse (statistically significant). Inflation rate in

the previous year and the ratio of current account to GDP in the previous year
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as well as the unemployment rate of the current year did not significantly

affect the revenue impulse.
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