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Abstract :

The study aims at searching for the relationship between government spending and the twin
deficit in Algeria during the period between 1970-2020, and the cointegration test was relied
upon to reveal the existence of a cointegration relationship between the study variables, while
granger causality and toda-yamamoto causality were used to determine the direction of the
relationship between them and which of them affects the other. Johansson test results showed
that there is a long-term equilibrium relationship between government spending and the twin
deficit, and Todayamamoto causal results confirmed a two-way relationship between
government spending and the budget deficit, whereas Granger causal results showed that there
is a causal relationship in one direction that goes from government spending towards the trade
balance deficit, and the absence of a relationship in the opposite direction. In addition, Toda-

yamamoto causal results confirmed the existence of a causal relationship that goes from the
budget deficit towards the trade balance deficit.
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LL = Maximized log-likelihood AIC = Akaike Information Criterion
SBC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Criterion

ADF teats for variable DG
The Dickey-Fuller reqressions include an intercept but not a trend
REEE R iRttt et et s sttt it i i it i s e s it st it it itsiississsisstd
48 observations used in the estimation of all ADF regressions.

Sample peried from 1973 to 2020 E
REE Rttt ittt it s sttt it ittt it s iss e ittt sat et it itsiistisssisssd

Test Statistic 1L AIC 3BC HYC
IF -6.6713 -357.4285  -359.4285  -361.2997  -360.1356
ADF(1)  -5.6146 -356.6933  -359.6933 -362.5001 -360.7540

95% published asymptotic critical value corresponding to ADF(0) = -2.9228
IL = Maximized log-likelihood AIC = Akaike Information Criterion

SBC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Criterion

ADF tests for variable D&
The Dickey-Fuller regressions include an intercept and & linear trend

i

48 pbaervations used in the estimation of all ADF regressions.

Sample peried from 1973 to 2020
R e e e e e T et ses sttty

Test Statistic IL AIC SBC B
IF -T.4442 -354.2904  -357.2904  -360.0972 -356.3510
ADF(L)  -T.1620 -350.7984  -354.7984  -35.0408  -356.2126

95% published asymptotic critical value corresponding to ADF(0) = -3.5045

IL = Maximized log-likelihood AIC = Rkaike Information Critericn
SEC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Criterion
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ZDF tests for variable DG
The Dickey-Fuller regressions include no intercept and no trend

48 observations used in the estimation of all ADF regressions.
Sample pericd from 1973 to 2020

Test Statistic IL AIC SBC HOC
DF -5.2617 -360.5206 -361.5206 -362.4562 -361.8742
ADF{1) -4.5596 -360.4925  -362.4925 -364.3637 -363.1996
LL = Maximized log-likelihced AIC = Akaike Informaticn Criterion
SBC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Criterien

ZDF tests for variable DG
The Dickey-Fuller regressions include an intercept but not a trend

48 observations used in the estimation of all ADF regressions.
Sample pericd from 1973 to 2020

Test Statistic IL AIC SBC HQC
DF -6.6713 -357.4285 -359.4285  -361.2997 -360.1356
ADF{1) -5.6146 -356.6933 -359.6933  -362.5001 -360.7540
95% published asymptotic critical value corresponding to ADF(0) = -2.9228
Il = Maximized log-likelihced RIC = Bkaike Information Criterion
SBC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Critericn

ZDF tests for variable DG
The Dickey-Fuller regressicns include an intercept and a linear trend

& cbservations used in the estimaticn of all ADF regressicns.
Sample period from 1973 to 2020

B ,. - o —
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SBC = Schwarz Bayesian Criterion  HQC = Hannan-Quinn Criterion

ADF tests for variable DDBP
The Dickey-Fuller regressicns include an intercept but not a trend

48 cbaervations used in the estimstion of all ADF regressions.
Semple pericd from 1973 to 2020

Test Statistic LL RIC SBC HQC
oF -£.0539 -359.3324  -361.3324 -363.2036 -362.0395
ADF(1) -6.5769 -357.8633 -360.8633 -363.6701 -361.9240

95% published asymptotic critical value corresponding to ADF(0) = -2.9228

LL = Maximized log-likelihood
3BC = Schwarz Bayesian Criterion

BIC = Akaike Information Criterion
HQC = Hannan-Quinn Criterion

ADF tests for varizble DIBP
The Dickey-Fuller regresaions include an intercept and z linear trend

48 observations used in the estimation of all ADF regressions.
Sample pericd from 1973 to 2020

Test Jtatistic LL AIC 3BC HQC
oF -8.0707 -35B.9495  -361.945% -364.7523  -363.0062
ADE(1) -6.6776 -357.2289  -3€l.2289 -364.9713  -362.4432

95% published asymptotic critical value corresponding to ADF{0) = -3.5045

LL = Maximized log-likelihood
SBC = Schwarz Bayesian Criterion

BIC = Akaike Information Criterion
HQC = Hannan-Quinn Criterion

m

m

File Edit
-
S
F] 8 wariabld |
7T
L List of v
G DBE

adf

Save
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ADF tests for variable DDEP
The Dickey-Fuller regressions include no intercept and no trend

48 ckbservations used in the estimation of all ADF regressions.
Sample period from 1373 to 2020

Test Statistic 1L ssc BHQC
DF -5.0842 -359.5300 -360.5300 -361.4656 -360.2836
ADF(1) -6.5628 -358.1704  -360.1704 -362.0416 -360.8775
LL = Maximized leg-likelihood AIC = Akaike Information Crizerion
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion

ADF tests for variable DDBP
The Dickey-Fuller regressicns include an intercept but not a trend

48 cbservations used in the estimation of all ADF regressions.
Sample periecd from 1973 te 2020

Test Statistic L arc sBC HQC

DF .0s39 -359.3324 -361.3324 -363.2036 -362.0395
ADF(1) -6.5769 -357.8633 -360.8633 -363.6701 -361.9240
953 published asymptotic critical value corresponding to ADF(0) = -2.9228
1L = Maximized log-likelihood AIC = RAkaike Information Criterion
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion

ADF tests for variable DDEP
include an intercept and a linear trend

The Dickey-Fuller
e
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SBC = Schwarz Bayesian Criterion  HQC = Hamnan-Quinn Criterion

ADF tests for variable DDBC
The Dickey-Fuller regressions include an intercept but not a trend

4% obaervations used in the estimation of all ADF regressicns.
Jample period from 1973 to 2020

Test Statiatic IL AIC SBC HOC
Mozilla Firef IF -5.9818 -369.5146  -371.5146 -373.38%8  -3T2.227
LDE(L) -4.9749% -369.1833  -372.1833  -374.9801 -373.2440

95% published asymptotic critical value corresponding to ADF(0) = -2.9228

LL = Maximized log-likelihood
SBC = Schwarz Bayesian Criterion

AIC = Rkaike Information Criterion
HQC = Hannan-Quinn Criterion

i

Navigateur 0
ADF tests for variable DDBC
The Dickey-Fuller regressions include an intercept and a linear trend
w 4% obaervations used in the estimation of all ADF regressicns.
Jample period from 1973 to 2020
hbght
Test Statiatic IL AIC SBC HOC
IF -6.0033 -369.1861 -372.1861 -374.9929 -373.2468
LDE(L) -5.0337 -368.7833  -372.7833  -376.5257 -374.197¢

95% published asymptotic critical value corresponding to ADF(0) = -3.5045

LL = Maximized log-likelihood
SBC = Schwarz Bayesian Criterion

AIC = Rkaike Information Criterion
HQC = Hannan-Quinn Crlterlnnl
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File Edit

SBC - Schwar:z Dayesian Criterion

ADF tests for variable DDBP

The Dickey-Fuller = inelude an i

HQC - Hannan-Quinn Criterion

bBut not a trend

48 observations used in the estimation of all ADF regressicns.
Sample period from 1873 to 2020

Connexion

Test Statistic
oF —&.0838
ADF (1)

—asa.3324
-357.8633

—361.3324
-360.8633

—a6a.2036

-6.5769 -363.6701

HOC
—362.0398
-361.9240

95% published asymptotic critical value

LL = Maximized log—
SBC = Schuarz B i

ATC

Likelinood
irer uge

ADF tests for variable DDBE

corresponding te ADF(0)

= Akaike Information Criterien
=H Guinn Crizerion

The Dickey-Fuller regressicna include an intercept and a linear trend

-z.9228

48 observations used in the estimation of all ADF regressions.
Sample period from 1973 To 2020

Test Statistic sBc
adf " -8.0707 -358.8455  -361.9455  -364.7523
ADF (1) -56.8776 -357.2289  -361.2289  -364.9713

95% published ssymptotic crirical value

ALC
HGS

KISAUte Met LL = Maximized log-likelihood

SBC = Schwarz Bayeaian Criterion

corresponding to ADF(0) =

= Akaike Information Criterian
- Hannan-Quinn Criterion

-3.5045
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_ 1 WAR Granger Causality/Block Exogeneity Wald Tests -
2 |Date:08/03/22 Time: 12:33
3 |sample: 1970 2020
4 Included obsenvations: 46
5
6 =
7 |Dependentvariable: G b
8
—_ 9 | Excluded Chi-sg af Prob.
o
11| DBP 31.74467 4 0.0000
2
—13 | Al 31.74467 4 0.0000
P
15 |
__16 _|Dependentvariable: DBP
=
R Excluded Chi-sq ar Prob.
9
— =20 | G 32.44631 4 0.0000
s
T2 | Al 32.44631 4 0.0000
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