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The relationship of the budget deficit to the current account and economic growth in
Algeria for the period 2000-2018
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Abstract: This study aims to measure and analyze the relationship of the budget deficit to
the current account and economic growth in Algeria (2000-2018). It relied on the error
correction model and shock response functions. And | concluded that there is no causal
relationship between the budget deficit, the current account, and economic growth. And that
a positive shock in the budget deficit will have a positive impact on the current account in
the short term and a negative effect in the medium and long term, and a positive impact in
the short term and a negative impact in the medium and long term in economic growth.
Keywords: budget deficit; current account; economic growth; error correction model;
Impulse response functions.
Jel Classification Codes:H62,F32, F43
Résume: Cette étude vise a mesurer et d'analyser la relation du deficit budgétaire avec le
compte courant et la croissance economique en Algérie (2000-2018). Elle s'est appuyeée sur
le modele de correction d'erreur et les fonctions de réponse aux chocs. L'étude a révélé qu'il
n'y a pas de relation de causalité entre le déficit budgétaire et le compte courant et la
croissance économique, et qu'un choc positif du déficit budgeétaire aura un effet moral
positif sur le compte courant a court terme et un impact négatif a moyen et long terme, Il a
un impact positif a court terme et un effet négatif a moyen et long terme sur croissance
économique.
Mots-clés: Deficit budgétaire; compte courant; croissance economique; modele de
correction d'erreur; Fonctions de réponse impulsionnelle.
Codes de classification de Jel : H62,F32, F43
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Hypothesized No. of CE(s) | Eigenvalue Trace Statistic | 0.05 Critical Value | Prob.**
None * 0.929702 62.44436 29.79707 0.0000

At most 1 * 0.596033 19.96427 15.49471 0.0099

At most 2 * 0.289187 5.461531 3.841466 0.0194
Hypothesized No. of CE(s) | Eigenvalue |Max-Eigen Statistic| 0.05 Critical Value | Prob.**
None * 0.929702 42.48008 21.13162 0.0000

At most 1 * 0.596033 14.50274 14.26460 0.0459

At most 2 * 0.289187 5.461531 3.841466 0.0194
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Error Correction: D(BB) D(BC) D(GDP)
-2.651591 -0.212040 -0.543832

CointEql (1.91477) (3.34507) (3.81897)
[-0.04481] [-0.02339] [-0.03240]
1.776672 0.393230 -0.039679

D(BB(-1)) (1.07744) (1.88227) (2.14893)
[ 1.64898] [ 0.20891] [-0.01846]

0.975064 0.303404 0.994398

D(BB(-2)) (1.25063) (2.18483) (2.49436)
[ 0.77966] [ 0.03887] [ 0.03866]
-1.262474 0.387996 -0.390671

D(BC(-1)) (1.22570) (2.14128) (2.44464)
[-1.03000] [ 0.08120] [-0.00981]

0.069661 -0.029778 -0.182039

D(BC(-2)) (0.55109) (0.96274) (1.09914)
[0.12641] [-0.03093] [-0.16562]

0.383269 -0.708353 0.324354

D(GDP(-1)) (0.70274) (1.22767) (1.40159)
[ 0.54540] [-0.02699] [0.23142]

-0.667423 -0.180364 -0.324752

D(GDP(-2)) (0.65143) (1.13804) (1.29927)
[-0.02455] [-0.05849] [-0.24995]

240.3589 766.3512 913.4818

C (405.871) (709.051) (809.503)
[0.009220] [ 1.08081] [ 1.12845]

R-squared 0.607486 0.322038 0.151418
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VEC Granger Causality/Block Exogeneity Wald Tests
Date: 02/15/20 Time: 17:43

Sample: 2000 2018

Included observations: 16

Dependent variable: D(BB)

Excluded Chi-sq df Prob.
D(BC) 1.133688 2 0.5673 | Apus Ao 3ga 520
D(GDP) 1.327808 2 0.5148 | Apws Ao asa 020
All 3.297990 4 0.5093 | Aps Ao aga 5 p2c

Dependent variable: D(BC)

D(BB) 0.062154 2 0.9694 | s e 2ga 5 a2e

D(GDP) 1.584566 2 0.4528 | A Ae 2ga 5 a2e

All 3.057116 4 0.5483 | dans Ao 2ga 5 a0e
Dependent variable: D(GDP)

D(BB) 1.124783 2 0.5698 | s d8e 35a 5 pac

D(BC) 0.046601 2 0.9770 | fnws 38e 2ga 5 a0e

All 1.169980 4 0.8830 | 4w &le aga 020

Eviews 7 b, e Islae] ol slie] o 2 ybuald

VEC Residual Serial Correlation LM Tests 3lg.l} 1l Ll Hlas| -

Y Aladad) ol 1318 Gleadl Aladi 3 dae (e Bagdl sz 3929 e CadSH Gk oo Ul e STl oSy
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Slod G LYY el pils 16 Jgud!
VEC Residual Serial Correlation LM Tests
Null Hypothesis: no serial correlation at lag order h
Date: 02/14/20 Time: 20:15

Sample: 2000 2018
Included observations: 16

Lags LM-Stat Prob
1 19.18476 0.0237
2 14.38676 0.1092
3 9.870278 0.3611
4 10.75265 0.2930
5 17.21123 0.0455
6 23.17451 0.0058
7 9.444232 0.3973
8 4.042157 0.9086
9 9.206834 0.4184
10 6.311994 0.7083
11 7.703097 0.5643
12 6.707578 0.6675

Eviews 7 .., Islaze] o Ul il -e 1 yduabl
by Lo Lo i)
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VEC Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: no residual autocorrelations up to lag h
Date: 02/14/20 Time: 20:18

Sample: 2000 2018

Included observations: 16

Lags Q-Stat Prob. Adj Q-Stat Prob. df
1 12.30993 NA* 13.13060 NA* NA*
2 23.61383 NA* 26.04934 NA* NA*
3 35.12931 0.0024 40.22223 0.0004 15
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4 40.19554 0.0204 46.97720 0.0034 24
5 49.77157 0.0307 60.90597 0.0022 33
6 54.31559 0.0964 68.17641 0.0065 42
7 58.43178 0.2212 75.49409 0.0145 51
8 62.34978 0.3926 83.33008 0.0249 60
9 67.06572 0.5435 94.10938 0.0240 69
10 69.42013 0.7454 100.3878 0.0448 78
11 72.22009 0.8728 109.3477 0.0529 87
12 74.60862 0.9481 118.9018 0.0566 96

*The test is valid only for lags larger than the VAR lag order.
df is degrees of freedom for (approximate) chi-square distribution

Eviews 7 b, e Islae] ol slie] o 2 gkl
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%5 A Syta die Bl 13 LoLyl 3929 actay AUslall (HO) ol Ay
VEC Residual Heteroskedasticity Tests (uilzill aue ;Las| -
bl aus jlasl il 8 Jous

Chi-sq df Prob.
91.17837 84 0.2776
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BB: S.E. BB BC GDP
1 580.6427 100.0000 0.000000 0.000000
2 948.1952 97.13079 1.936142 0.933073
3 1056.905 93.10326 1.713806 5.182934
4 1246.206 68.65481 4.343672 27.00152
5 1415.750 56.75201 6.971751 36.27624
6 1514.640 55.02110 6.941534 38.03737
7 1615.432 49.89023 6.968964 43.14081
8 1787.534 40.94142 8.291038 50.76754
9 1936.025 35.60354 9.605466 54.79100
10 2031.883 33.65961 9.875572 56.46482
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BC: S.E. BB BC GDP
1 1014.373 98.01670 1.983299 0.000000
2 1336.927 96.60291 1.170214 2.226875
3 1606.869 91.04033 1.239406 7.720266
4 1851.017 85.32257 1.230139 13.44729
5 2084.785 71.91634 2.210255 25.87341
6 2393.586 55.98442 4.992835 39.02275
7 2639.770 48.63693 6.629855 44.73322
8 2821.286 45.27115 6.959839 47.76902
9 3030.516 40.09591 7.464252 52.43984
10 3289.022 34.44564 8.580747 56.97361
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$3laBY gl Al ol B35 L) oW A1 gt
S.E. BB BC GDP

1158.081 88.66014 5.499241 5.840622
1625.403 84.58712 7.337539 8.075345
1918.618 85.64791 6.702475 7.649614
2317.662 85.24205 6.444046 8.313905
2651.199 83.75409 7.276568 8.969342
2822.992 84.34070 7.319090 8.340212
2992.590 85.45486 6.859204 7.685937
3237.499 85.43468 6.696765 7.868556

3455.823 84.84412 7.006878 8.148999
3596.920 85.16629 7.008367 7.825338
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