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The relationship of public budget deficit and trade balance

An Experimental Guide from Algeria using Johnsen method
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Abstract : Article info

This research paper aimed to study the relationship between the two balances of the § Received

general budget and the balance of trade in Algeria during the period (1980-2020), and by 26 April 2021
using the methodology of (Johansen) for joint integration, it proved the existence of a long- | Accepted

term equilibrium relationship that moves from the balance of the trade balance towards the 07 June 2021
balance of the general budget with a speed of adjustment of 33.9% , and by analyzing and

studying the movement’s behavior, it was found that the balance of the general budget Keywords:
follows behavior of the balance of trade in Algeria in the short term at a rate of 22.64%, § v pyblic Budget

and in light of their dependence on the oil market, the government must reduce this § ' Trade Balance
dependency by diversifying sources of income by encouraging exports outside the sector
Hydrocarbons.
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Response of LBD to LTB Innova tion
using Cholesky (d.f. adjusted) Factors

WVariance Decomposition of LBD:
Periad SE LBD LTB

1 0243924 100.0000 0.000000
2 0.337991 98.81144 1.188561
3 0.409005 97.00281 2997188
4 0468690 94 52003 5459069
5 0521146 91 64921 8350794
6 0568526 88595802 11.40198
7 0.612096 85.55913 14.44087
8 0.652670 52.64240 17.35760
a 0.590808 T79.90136 20.09864
10 0726912 T7.35378 22.564622

Cholesky Ordering: LBD LTB
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(PP) 5 (ADF) st oo il )il st s 1(01) sl

Null Hypethesis: LBD has a unit root Null Hypothesis: LBD has a unit raot Mull Hypothesis: LBD has a unit root
Exogenous: None Exogenous: Constant Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic- based on SIC, maxlag=9) Lag Length: 0 (Autematic - based on 8IC, maxlag=9) Lag Length: 0 {Automatic - based on SIC, maxag=9)
t+-Statistic Prab.* t-Statistic Prob* t-Statistic Prab.*
Augmented Dickey-Fuller test statistic -1.841235 0.0509 Augmented Dickey-Fuller test stafistic -2.854116  0.0599 Augmented Dickey-Fuller test statistic -3.252003 0.0892
Test critical values: 1% level -2.824057 Test critical values 1% level -3.605593 Test critical values: 1% level -4.205004
5% level -1.949319 5% level -2.936942 5% level -3.526609
10% level 1611711 10% level -2.606857 10% level -3.194611
Null Hypothesis: D(LBD) has a unit root Null Hypathesis: D(LBD) has a unit root Null Hypothesis: D(LBD) hag a unit root
Exogenous: None Exogenous: Constant Exegenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, madag=9) Lag Length: 0 (Automatic - based on SIC, maxlag=9) Lag Length: 0 (Automatic- based on SIC, maxlag=9)
+Statistic Prob.* +otatistic Frob* t-Btatistic Prob.*
Augmented Dickey-Fuller test statistic 6737638 0.0000 Augmented Dickey-Fuller test statistic -6.696852  0.0000 Augmented Dickey-Fuller test statistic -6.730829  0.0000
Test crifical values 1% level -2 625606 Test critical values 1% level 3610453 Test critical values: 1% level -4.211868
5% level -1.949809 5% level -2.938987 5% level -3.529758
10% level -1.611593 10% level 2607932 10% level -3.196411
—_—
Mull Hypothesis: LTB has a unit root Null Hypothesis: LTB has a unit root Null Hypothesis: LTB has a unit root
Exogenous: None Exogenous: Constant Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=8) Lag Length: 0 (Automatic - based on SIC, maxlag=9) Lag Length: 0 (Automatic- based on SIC, maxlag=9)
t-Statistic Prob* t-Statistic Prob.* -Statistic Prop.*
Augmented Dickey-Fuller test statistic -1.770578 00729 Augmented Dickey-Fuller test statistic -1.0068722 032591 Augmented Dickey-Fuller test statistic -1.994831 05863
Test critical values: 1% level -2.624057 Test crifical values: 1% level -3.603593 Test critical values: 1% level -4.205004
5% level -1.949319 5% lavel -2.936942 5% level -3.526609
10% level 1611711 10% level -2.606857 10% lavel -3194611
Mull Hypathesis: D(LTB) has a unit root Null Hypathesis: D(LTB) has a unit root Null Hypothesis: D(LTB) has a unit root
Exogenous:None Exogenous: Constant Exogenous: Constant, Linear Trend
LagLength: 1 (Automatic - based on 8IC, maxlag=9) Lag Length: 1 (Automatic - based on SIC, maxlag=3) Lag Length: 1 (Automatic - based on SIC, maxlag=9)
\-Statistic  Pron.” tStaistic  Prob* tStatistic  Prob*
Augmented Dickey-Fuller test statisfic -6.049100  0.0000 | |Augmented Dickey-Fuller test statistic -6.004024  0.0000 | | Augmented Dickey-Fuller test statistic 5077819 0.0001
Test critical values: 1% level -2.627238 Test critical values: 1% level -31615588 Test critical values 1% level -4219126
5% level -1.949856 5% level 2941145 5% level -3533083
10% level -1.611469 10% lavel 2 F0906E 10% level 3198312
Null Hypathesis: LBD has a unit root Null Hypathesis: LBD has a unit root Null Hypathesis: LBD has a unit root
Exogenous: None Exogenous: Constant Exogenous: Constant, Linear Trend
Bandwidth: 4 (Newey-West automatic) using Bartlett kemel Bandwidth: 4 (Newey-West automatic) using Bartlett kernel Bandwidth: 3 (Newey-West automatic) using Bartlett kernel
Adj.tStat  Prob* AdjtStat  Prob* AdjtStat  Prob?
Phillips-Perron test statistic 1777951 0.0718 Phillips-Parron test statistic -2.733525  0.0774 Phillips-Perron test statistic -3194784  0.1000
Test crifical values: 1% level -2.624057 Test critical valugs. 1% level -3.605593 Test crifical values: 1% level -4.205004
5% Jevel 1049318 5% level -2.936942 5% level -3.526600
10% level 8171 10% level -2.606857 10% level -3.194811
FuTHypathesis: DLB0) has a unit root Mull Hypothesis: D{LBED) has a unit root Mull Hypothesis: D(LBD) has a unit roat
Exagenous: None Exogenous: Constant Exogenous: Constant, Linear Trend
Bandwidth: 18 (Newey-West automatic) using Bartlett kernel Bandwidth: 21 (Newey-West automatic) using Bartiett kernel Bandwidth: 38 (Newey-West automatic) using Bartlett kemel
Adj.tStat  Prob* Ad.tStat  Prob* AdjtStat  Prob*
Phillips-Perron test stafistic 8.023848 00000 | |Pnillips-Perron test statistic 0327276 00000 | |Phillips-Perron test staistic -13.25939  0.0000
Test critical values: 1% level -2.625606 Test critical values: 1% level 3610453 Test critical values 1% level -4.211868
5% level -1.949609 5% level -2.938987 5% level -3520758
10% level -1.611593 10% level -2.607932 10% level -3.196411
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Mull Hypathesis: LTB has a unit root
Exogenous: None
Bandwidth: 2 (Newsy-West automatic) using Bartlett kemel

Hull Hypothesis: LTB has a unit root
Exogenous: Constant
Bandwidth: 1 (Newey-West automatic) using Bartleft kemel

Null Hypothesis: LTB has a unit root
Exogenous: Canstant, Linear Trend
Bandwidth: 2 (Newey-Wast automatic) using Barliett kemel

Adj.tStat  Prob*

Adj+8tat Prob?

AdjtStat  Probt

IPhillips-Perran test statistic 1639285 0.0848 | |Phillips-Perron test stafistic 1933262 03143 | [Phillips-Perron test statistic 1869584 0.6514
ITest critical values: 1% level -2624057 Test crtical values 1% level -3605593 ITest crifical values: 1% level -4205004

5% level 1949318 5% level 2936042 5% level -3526609

10% level 611711 10% level -2 606857 10% level 319461

Mull Hypothesis: D(LTB) has a unit root
Exogenous: None
Bandwidth: 10 (Newey-West automatic) using Barlett kemel

Null Hypathesis; DLTB) has a unit raot
Exogenous: Constant
Bandwidth: 11 (Newey-West automatic) using Barlett kemel

Null Hypothesis: D(LTB) has a unit root
Exagenous: Constant, Linear Trend
Bandwidth: 15 (Newey-West automatic) using Bartlett kemel

Adj.tStat  Prob?

AdjtStat  Prob®

Adj.tStat  Prob?

Phillips-Perron test statistic -6.972108  0.0000 | |Phillips-Perron test statistic 6970597 0.0000 Phillips-Perron test statistic -5.060680  0.0000
Test critical values: 19 level -2.625606 Test critical values: 1% level -3.610433 Test critical values: 1% level 4211368

50 level -1.049609 5% level -2.933087 5% level -3520758

10% level 1611593 10% level -2607932 10% level -3196411
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VEC Residual Portmanteau Tests for Autocomrelations VEC Residual Heteroskedasticity Tests (Levels and Squares) Inverse Roots of AR Characteristic Polynomial
Null Hypothesis: Na residual autocorrelations uptolagh Date: 12/19/20 Time: 12:10
Date: 12119120 Time: 12:43 Sample: 1980 2020 8
Sample: 1980 2020 Included observations: 39
Included observations: 39 1.0+
Joint test:
Lags Q-Stat Prob*  AdjQ-Stat  Prob* df Chisg o Frob. 0.5
1 0173558 - 0.178126 - - 7.213661 18 09882 0.0 -
2 6.868711 03332 7235178 02996 i
3 9314677 05025  0.884975 04506 10
4 046015 07278 1146135 0673 14 Individual components 0.5
5 12271205 08329 132071 0T 18 Dependent R-squared  F(6,32) Prob.  Chi-sq(f)  Prob
1.0 4
*Testis valid only for ags larger than the VAR lag order. res1*res 0.025638 0.140332 0.9897 0999867  0.9856
dfis degrees of freedom for (approximate) chi-square distribution after resrres?  0.076540 0442045 0.84571 2985041 0.8107 15
adjustmentfor VEC estmation (Brugoemann. etal, 2005) res2*res1 0073825 0425115 08557 2879160  0.8230 15 1o o5 oo o5 1o 1s

VEC Residual Serial Correlation LM Tests WEC Residual Mormality Tests
Date: 12/19/20 Time- 12:09 Orthogonalization: Cholesky (Lutkepohl)
rMull Hypothesis: Residuals are multivariate normal
Sample: 1980 2020 Date: 12/19420  Tirme: 12:11
Included observations: 39 Sample: 1060 2020
INncluded observations: 29
Mull hypothesis: Mo serial correlation atlag h
Lag LRE" stat af Prob. Rao F-stat af Prob. Component Skewness chi=a o FPron”
1 0. 053443 o018565 l 02916
1 2500982 4 0.6445 0.627623 (4, 64.0) 0.6445 = —Dzas1va 0565347 K olas1¥
2 5.921271 4 01401 1.797710 (4, 54.0) 0.1402 P S coaooo = T
3 2. 515450 4 0.6419 0.631325 (4, 64.0) 0.6419 o -
4 1.042965 4 0.9032 0.258800 (4. 64.0) 0.9032
5 1.612077 4 0.8066 0.401781 (4, 654.0) 0.8067 Component Kurtosis Chi-sa ar Froo
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