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Abstract :

This study aims to analyze and measure the impact of the public budget deficit on the trade
balance deficit in Algeria during the period 1998-2021, based on the Keynesian approach in
explaining the phenomenon of the twin deficits. This is achieved by examining the evolution
of variables in light of the global petroleum prices and using the ARDL model and bounds
testing approach to cointegration and error correction model to assess the relationship
between the trade balance deficit and the public budget deficit in both the short and long
terms.

The study concludes several important findings, among which are: the existence of a long-
term equilibrium relationship between the trade balance deficit and the public budget deficit
in Algeria, the presence of a positive and significant effect of the budget deficit on the trade
balance deficit in both the long and short terms. Specifically, a 1% increase in the general
budget deficit as a percentage of the gross domestic product leads to a trade balance deficit
increase of 0.83% and 0.23% of the output in the long and short terms respectively.
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Test Augmented Dickey-Fuller Phillips-Perron
Variable T and Intercept | Intercept | None T and Intercept | Intercept | None
TD -2.6483 -0.7717 | -1.0318 -2.5434 -1.3497 | -1.1663
BD -3.9995 -2.6378 | -2.5440 -2.6065 -1.5403 | -1.4572
Test 1% -4.0620 -3.5038 | -2.5906 -4.0608 -3.5038 | -2.5906
critical | 5% -3.4599 -2.8935 | -1.9444 -3.4593 -2.8935 | -1.9444
values | o, -3.1561 -2.5839 | -1.6144 -3.1557 -2.5839 | -1.6144
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Test Augmented Dickey-Fuller Phillips-Perron
Variable T and Intercept | Intercept | None | T and Intercept | Intercept | None
DTD -3.5687 -3.4250 | -3.3710 -3.7959 -3.3403 | -3.0519
DBD -4.7161 -4.7149 | -4.7267 -3.9417 -3.9448 | -3.9552
Test | 1% -4.0738 -3.5122 | -2.5934 -4.0620 -3.5038 | -2.5906
critical | 5% -3.4655 -2.8972 | -1.9448 -3.4599 -2.8935 | -1.9444
values | 10% -3.1593 -2.5858 | -1.6141 -3.1561 -2.5839 | -1.6144
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic: n=1000
F-statistic 7.026339 10% 4.04 478
k 1 5% 494 5.73
2.5% 577 6.68
1% 6.84 7.84
Actual Sample Size 90 Finite Sample: n=80
10% 4.135 4.895
5% 5.06 5.93
1% 7.095 8.26
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Jariable Coefficient Std. Error t-Statistic Prob.
BD 0.835852 0.090791 9.206248 0.0000
C 10.69837 1.250683 8.554024 0.0000

EC=TD-(0.8358*BD + 10.6984 )
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ECM Regression
Case 2: Restricted Constant and No Trend

/ariable Coefficient Sta. Error t-Statistic Prob.
D(TD(-1)) 1.547852 0.069793 2217760 0.0000
D(TD(-2)) -0.744426 0.068219 -10.91227 0.0000
D(BD) 0.232623 0.034850 6.675071 0.0000
D(BD(-1)) -0.287713 0.044562 -6.456409 0.0000
D(BD(-2)) 0.072087 0.041530 1.735802 0.0864
CointEqg(-1)* -0.093576 0.024641 -3.797514 0.0003
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R-squared 0.999120 Mean dependentvar 8.176809
Adjusted R-squared 0.999045 S.D. dependentvar 12.54094
S.E. ofregression 0.387574 Akaike info criterion 1.026865
Sum squared resid 12.31749 Schwarz criterion 1.249071
Log likelihood -38.20894 Hannan-Quinn criter. 1.116472
F-statistic 13300.30 Durbin-Watson stat 1.729032
Prob(F-statistic) 0.000000
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BGLM ARCH JARQUEBERA RESET
F-Statistic = 2.440 F-Statistic =1.434 | B=2473 F-Statistic=0.174
ProbF(1.81)=0.122 ProbF(1.87)=0.234 Prob=0.290 ProbF(1.81)=0.122
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