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Abstract: The study aims to investigate the existence of a relationship between the general
budget deficit and the trade balance deficit in Algeria, through determine its direction, during
the period 2001-2021, by conducting an analytical and econometric study of the phenomenon.
The econometric approach used the Eview12 program and do a set of tests represented in
testing the stability of time series, Johannsen co-integration, Granger causality, and impulse
response functions.

The study concluded that there is a positive and reciprocal causal relationship between the
general budget deficit and the trade balance deficit in the long run, and there is no causal
relationship between them in the short run, during the period studied between 2001-2021.
This is not consistent with either the Keynesian proposal or the Ricardian proposal in
interpreting This phenomenon is based on the distinctive nature of the Algerian economy,
which is a largely rentier economy.

Keywords: The General Budget, The Trade Balance, Twin — Deficits, Explanatory theories,
Algeria.
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VAR Lag Order Selection Criteria
Endogenous variables: BC BG
Exogenous variables: C

Date: 11/M13/23 Time: 15:46
Sample: 2001 2021

Included observations: 17

el 88 A O

Lag Logl LR FFE Al sSC HC
u] -325 4472 I 1.84e+14 38.52320 35.62122 36.53294
A -314 3709 15 24322 5.058e+13* 3IT.69070* 3T7.98477* 37V.718993*
2 -313.7365 0.895757 1.23e+14 35.058664 38.57677T 38.13536
3 -311. 9022 2158000 1.70e+14 35.34143 39.027 61 36.40964
4 -310.9558 0.890708 2.80e+14 38.700685 39.56291 38.7T8837

FPE: Final prediction error
Al Akaike information criterion
SC: Schwarz information criterion

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each te st at 5% level)

HQ: Hannan-CQuinn information criterion

é)\’.tﬂ‘ Q‘ﬁ.«-‘\

Exogenous: Constant, Linear Trend
Lag Cength: 1 (Fixed)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.392849 0.3709
Testcritical values: 1% level -4.532598
5% level -3.673616
10% level -3.277364

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 19

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(BC)

Method: Least Squares

Date: 11/10/23 Time: 20:53

Sample (adjusted): 2003 2021

Included observations: 19 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
BC(-1) -0.520754 0.217629 -2.392849 0.0302
D(BC(-1)) 0.085491 0.250118 0.341805 0.7372
(o3 18406.89 8942.857 2.058279 0.0574
@TREND("2001") -1247.775 637.7984 -1.956378 0.0693
R-squared 0.292981 Mean dependent var -301.4211
Adjusted R-squared 0.151578 S.D. dependent var 12086.15
S.E. of regression 11132.53 Akaike info criterion 21.65779
Sum squared resid 1.86E+09 Schwarz criterion 21.85662
Log likelihood -201.7490 Hannan-Quinn criter. 21.69144
F-statistic 2.071950 Durbin-Watson stat 1.988882

Prob(F-statistic) 0.146992
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NUll HYPOINEsSIS: BG has a unitroot
Exégenous: Constant, Linear Trend
Lag Length: 1 (Fixed)

t-Statistic Prob.*
Testcritical values: 1% level -4.532598
5% level -3.673616
10% level -3.277364

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 19

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(BG)

Method: Least Squares

Date: 11/10/23 Time: 21:29

Sample (adjusted): 2003 2021

Included observations: 19 after adjiustments

Variable Coefficient Std. Error t-Statistic Prob.
BG(-1) -0.758260 0.279857 -2.709459 0.0161
D(BG(-1)) 0.071161 0.252869 0.281414 0.7822
(o3 1233.364 509.8836 2.418913 0.0287
@TREND("2001") -161.5103 53.49020 -3.019438 0.0086
R-squared 0.411732 Mean dependent var -177.2211
Adjusted R-squared 0.294079 S.D.dependentvar 797.2490
S.E. of regression 669.8415 Akaike info criterion 16.03662
Sum squared resid 6730314. Schwarz criterion 16.23545
Log likelihood -148.3479 Hannan-Quinn criter. 16.07027
F-statistic 3.499534 Durbin-Watson stat 2.024915

Prob(F-statistic) 0.041958

o) 3,81 e
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Null Hypothesis: D(BG) has a unit root
Exogenous: Constant
Lag Length: 1 (Fixed)

Null Hypothesis: D(BC) has a unit root
Exogenous: Constant
Lag Length: 1 (Fixed)

t-Statistic Prob.*

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic 3445168  0.0229 | |Auamented Dickey-Fuller test statistic -3.114747 0.0434
Test critical values: 1% level -3.857386 Test critical values: 1% level -3.857386

5% level -3.040391 5% level -3.040391

10% level -2.660551 10% level -2.660551

*MacKinnon (1996) one-sided p-values.
\Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 18

*MacKinnon (1996) one-sided p-values.
\Warning: Probabilities and critical values calculated for 20 observations

and may not be accurate for a sample size of 18
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Date: 11/13/23 Time: 16:17
Sample (adjusted): 2003 2021
Included observations: 19 after adjustments

Trend assumption: Quadratic deterministic trend

Series: BC BG
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Vvvalue Prob.**
None 0.404753 16.27947 18.39771 0.0965
At most 1l * 0.286830 6.422682 3.841465 0.0113

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Pairwise Granger Causality Tests
Date: 11/13/23 Time: 16:21
Sample: 2001 2021

Lags 1

t VA A Jls B O

Null Hypothesis:

Obs

F-Statistic Prob.

DBG does not Granger Cause DBC
DBC does not Granger Cause DBG

063492 0.5456
0.12156 0.8865
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