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Abstract:

The main objective of this research is to determine the dynamic relationships between government
budget deficit, current account deficit, and government debt sustainability in Algeria. We apply the
Nonlinear Autoregressive Distributed-Lag (NARDL) approach to investigate the asymmetries in
government spending shocks that can be occur twin deficits. And also, to investigate asymmetries in
government expenditure and revenue shocks to test the sustainability of public debt, using time series data
from 1980 to 2020. The results indicate that: (i) the budget deficit and the current account appear to be twins
in our analysis, in the sense that government spending shocks that increase the budget deficit lead to
persistent current account deficits over the long and short run; (ii) The oil price channel is important in
transferring the effect of the fiscal deficit to the current account; (iii) To improve the sustainability of
government debt, government expenditures should not grow faster than government revenues; (iv) The
depreciation of the exchange rate weakens the government's ability to sustain the public debt. Thus, the high
fiscal deficit puts pressure on the current account deficit and public debt in Algeria.

Keywords: budget deficit, current account deficit, Public debt sustainability, government spending, twin deficits,
NARDL approach

Résumé:

L'objectif principal de cette recherche est de déterminer les relations dynamiques entre le déficit
budgétaire du gouvernement, le déficit du compte courant et la soutenabilité de la dette publique en Algérie.
Nous appliquons I'approche Nonlinear Autoregressive Distributed-Lag (NARDL) pour estimer les
asymétries dans les chocs de dépenses publiques qui peuvent induire des déficits jumeaux. Et aussi,
d'estimer les asymetries dans les chocs de dépenses publiques et les chocs de recettes pour tester la
soutenabilité de la dette publique, en utilisant des données de séries chronologiques de 1980 a 2020. Les
résultats indiquent que: (i) le déficit budgétaire et le compte courant semblent étre jumeaux dans notre
analyse, ce qui signifie que les chocs de dépenses publiques qui creusent les déficits budgétaires entrainent
des déficits persistants des comptes courants a long et a court terme; (ii) Le canal du prix du pétrole est
important pour transférer I'effet du déficit public sur le compte courant; (iii) Pour améliorer la soutenabilité
de la dette publigue, il ne faut pas que les dépenses publiques croissent plus vite que les recettes publiques;
(iv) La dépréciation du taux de change affaiblit la capacité du gouvernement a soutenir la dette publique.
Ainsi, le déficit budgétaire éleve exerce une pression sur le déficit du compte courant et la dette publique en
Algérie.

Mots clés: déficit budgétaire, déficit du compte courant, soutenabilité de la dette publique, dépenses publiques,
déficits jumeaux, approche NARDL
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: Didier schlather), Théophile Azomahou, Phu NguyenVan, Wladimir Raymond, p: 951.
182



AP G Wl ) dslizsl g 93 el Jg et SLusYl P !

AYt=®Yt—1+C+bt+gt ................... 3

(t) o)) s S 1Y
(t—l) oo e e 1Yy g
ol J:.E :C

L«é,a)\ fo.S\ o LY :bt
Uasll Jlgaall bl 28,
il ol D jlas) oy

PRES PN 1) NCE P (¥l ¢ Wl ¢ e Zised) e ol Ll el L T
Critical " a> 4 v&l oy Lo s a5 5 Dickey&Fuller 13 o U Laras Saae Jglix 2

(%10 %5 <%1) crns Bsims st 5 (N) Cpre 3 o> s "Values
JUL 5 o1 s S5y sm Moag Loadal) 2o dl) 5 B ) 00 oo STl @B i colsTBB

L 5 (Ho) Goedall 2o )dll b A ol e ol 83l @) 2ad cilSTI3) Ul (3 innn 6 2lld)

Akl jhae) QWL g syl o s pite s (Hyp) 2l 20,4

et LSl amy Cian 1Y) (ool A0 bt Lol e g8 DF Jlas) 81 e o204
Slpaall bl OF e e b G5 5 By sl a3 613 BL3) Aoy 13) LoDl ey ¥ 5T —
s 058G 5 5,dil) @3Nl (3l

L33 B e 23lasV) LSl OV cslasV) o el

183



AP G Wl ) dslizsl g 93 el Jg et SLusYl P !

' Augmented Dickey Fuller "ADF™ swsll Jgb _ Sos jlast  —2-1-2
acde bl il Ludldl jatlas g dnd Llod et 1981 ple Job 5 s e S 30
Yol sagll At ol WST s s el U1 5 cAugmented Dickey Fuller "ADF"

) ) Sl e Lums bade L VI Wls el ok e Slsd) (3 U DL,V alSCis s
il ek e st (sl 31k gl st (ADF) ashl s S e e
LUV e el AR(P) g5 o 358 1) AR(L) g5 sk Jusme ook 550 5 (DF) LYl
Wad e 5y daagl) LSl gl e GaS 555 o ey Wiy o(Er) Spal) Il 1)
3L oMW 6l o O et AS g2 5 DS §f TS jles e colS70) Bylanal pie 6 5

{(MCO) Gl ol Ml ddy b Jloazsls

AY, = @Y,y + Xy DAY, i1 + & (1) 35
AY; = OY, 1 + X, PAY 1 +C + & (2) g5
AY, = OY,q + XK, PiAY,_jiq + C + bete, :(3) z35ed

D=1—-p e

5 (1978) Schwartz jlas Jloszel 304 3 K Wl anys o W1 sae Jo ADF jlas) ey

.(1974) Akaike

AY;_ i1 i)l sl 013 Bo,d) pdsiny Eom (DF jlas| ailas i feny ADF jLas O)
t—j+1 ¢ S 1S s

AYe 1 =Y 1 — Y
AYy o =Y — Vi3
M DLV A i e Bl Semd)l 13 Bl £l

! Dickey, D.A, Fuller, W.A, (1981), “Likelihood Ratio Statistical For Autoregressive Time Series with
a Unit Root”, Econometrica, Vol. 49, N. 4, pp: 1057-1071.
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! Philips, P & Perron, P., (1988), “Testing for a Unit Root in Time Series Regression”, Biometrica,
Vol. 75, N. 2, pp: 335-346.
Z William Greene, Op. Cit, p: 962.
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1 shin, Y., Yu, B., & Greenwood-Nimmo, M., (2013), “Modelling Asymmetric Cointegration and
Dynamic Multiplier in a Nonlinear ARDL Framework”, Mimeo.

% Pesaran, M. H., & Shin, Y., (1999), “An Autoregressive Distributed Lag Modelling Approach to
Cointegration Analysis”, In: Storm S (ed) Econometrics and Economic Theory in the 20th Century:
The Ragner Frisch Centennial Symposium, Chapter 11. Cambridge University Press, Cambridge.

¥ Pesaran, M. H., Shin, Y., & Smith, R. j., (2001), “Bounds Testing Approaches to The Analysing of
Level Relations”, Journal of Applied Econometrics, Vol. 16, pp: 289-326.
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! Schorderet, Y., (2003), “Asymmetric Cointegration”, Working Paper, Department of Economics,
University of Geneva.
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sadll 5 bl e Bl pte 536w B (Srad) JalS) semg me s T Wald F e
crelall ol Blnsl Ual LS aashd) oda (3 Lo Ol e e oS SYI G

W sl e s Qs e Expy s Exp & 8 3 sy sk BLAl) 8 aSTR) Sl

+ h  OCADyy; h  OCADyy;
my =)k = - h=0,1,2
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PDEBT, = ay + a;Expf + a,Exp; + asREV + a,REV;, + asRER, + &

(3)

Qb‘ﬁ}“ ‘_}Jﬁ REV cggej.g\ Sy oA Exp GDP e (\&S‘ Qg-r\-“ i.s PDEBT JS.Q E
i\f.«i‘.\i\ Jﬁ&ﬂ\ 4->b:~° P a = (Ofo, aq, ay, a3, Ay, as) ~(“s‘*"*: ‘ JJ“Q“ = RER J ‘Lf}g\
il s Yl Ol 45 a2 2 Expy s Expy piis o2 Lobl ) Sladal ands of

REV, & aldl g aoe)) olpadll &g sl 2 REVy s REVT 5 (Expy &

t t
Expf = Z:AExp]?L = Zmax(AExpj,O)
j=1 j=1

t t
Exp;y = ZAExpj‘ = Zmin(AExpj,O)
j=1 j=1

REV; =

t t
AREV;* = Z max(AREV;, 0)

j=1 Jj=1

t t
REV = ZAREV]-_ = Zmin(AREV}-,O)
j=1 j=1
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APDEBT, = a + BoPDEBT,_, + BiExpi—, + B.Exp;_, + BsREV | +

B4REV_{ + BsRER,_, + ¥, viAPDEBT, | + Y., (9 AExpi_, +
07 AExpi_y) + Xi_o(@f AREViL, + @7 AREV_;) + Y% w; ARER,_; +

(4)

sl dlsb BV o ay = =f5/Bo @y = —P1/Po 5 W A m s g p e
g = —f3/By 5 M Je sl il e aaSA ol pUE) 5 S BB ssL)
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NARDL e 2Ll wlshdl ks am g & pladl ) e e S ls)Y)
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Level First difference
ADF PP ADF PP

CAD -1.7757* -1.7225* -5.6156*** | -6.3838***
(0.0721) (0.0804) (0.0000) (0.0000)

BD -2.9382*** -2.9070*** -6.1469*** | -7.4941***
(0.0044) (0.0047) (0.0000) (0.0000)

EXP 0.1214 0.3783 -6.3526*** | -6.6331***
(0.7153) (0.7888) (0.0000) (0.0000)

RER -2.0035** -1.5104 -3.1679*** | -3.3939***
(0.0444) (0.1211) (0.0023) (0.0012)

PPT -0.8708 -0.7672 -4.8145*** | -5.3514***
(0.3324) (0.3776) (0.0000) (0.0000)

Notes: The values in the table specify statistical values of the ADF and PP test. The asterisks

**x ** and * represent the level of significance at 1%, 5%, and 10%, respectively.

Eviews 10 zsby; e sleaxsVU Ul sl o gkl

Caldl A 99 an =3 g0d dadl ) Bum gl pd jlest (18-3) Jgudr

Level First diferrence
ADF PP ADF PP

CAD -1.7513 -1.6865 -5.5553*** | -6.3026***
(0.3983) (0.4302) (0.0000) (0.0000)

BD -2.8720* -2.8305* -6.0937*** | -7.4767***
(0.0579) (0.0630) (0.0000) (0.0000)

EXP -2.1188 -2.2749 -6.2795*** | -6.5592***
(0.2386) (0.1847) (0.0000) (0.0000)

RER -1.9335 -1.2202 -3.3658** -3.5377**
(0.3141) (0.6563) (0.0187) (0.0120)

PPT -1.6294 -1.5070 -4, 7449*** | -52652***
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(0.4584)

(0.5198)

(0.0004)

AT WY]

(0.0001)

bl sl 81 5 Coldl U 359 me el da ) Judldl § Bumgll ydr et 1(19-3) Jgud

Eviews 10 gl e slazsVL e Ul slae] e @ gkl

Level First difference
ADF PP ADF PP

CAD -1.7401 -1.6549 -5.6424*** | -6.3443***
(0.7139) (0.7525) (0.0002) (0.0000)

BD -2.9159 -2.9793 -5.9856*** | -7.3587***
(0.1688) (0.1504) (0.0001) (0.0000)

EXP -2.7571 -2.7617 -6.1909*** | -6.4452***
(0.2209) (0.2191) (0.0000) (0.0000)

RER -1.9845 -1.5091 -3.4809* -3.5676**
(0.5913) (0.8097) (0.0560) (0.0460)

PPT -2.1515 -1.9810 -4.6468*** | -5.1698***
(0.5021) (0.5936) (0.0033) (0.0008)

Eviews 10 gl e slazsVL cm Ul slas] e 2 gl

Bounds-F 3543 jles) ity —2

LS S (JoV) Bl s s il o OF 4k (PP) 5 (ADF) susgll i =il O

i ol 9 Bounds-F etz (20-3) Jad i o copidl jLasl sla) (3 Ladd 2l
39t e ST sgahl LY F sl ams 3 98 AIC jlns (o o 731 bows 31 20
e 5 ol o Cn Siie JlSS semy oot Bdall Bo ) 23 0z JWL g b il L

.CAD £ il 4 PPT 3§ RER (Exp BD alindl oipad) oy sl algb 3y 83 15T
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Test statistic Value Signif. 1(0) 1(1)

F statistic 4.95 10% 2.08 3

K 5 5% 2.39 3.38
1% 3.06 4.15

Eviews 10 msby e slexsVU Ul sl oo gkl
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AT WY]

NARDL g3s¢ & milw :(21-3) Jaud!

Variable Coefficient P-value
CAD(-1) -0.7687 0.0008
BD 1.8622 0.0001
EXP* 1.5939 0.0025
EXP~ 1.8866 0.0029
PPT(-1) -0.0387 0.3690
RER(-1) -0.0414 0.0067
D(BD) 1.0334 0.0001
D(EXP) 1.2005 0.0465
D(EXP) 0.2596 0.6760
D(PTT) 0.1001 0.0632
D(PTT(-1)) -0.1231 0.0693
D(RER) -0.0469 0.0948
Constant 9.7327 0.0205
Eviews 10 gy Jo slexsVU Ui slas] 0 yiaadd

NARDL z3sed Joshadl o) Slodas g5 mils 1(22-3) Jgud!

Variable Coefficients P-value
Constant 12.6604 0.0399
BD 2.4224 0.0000
EXP* 2.0734 0.0106
EXP~ 2.4541 0.0118
RER -0.0539 0.0160
PPT -0.0504 0.3683
Wald test 0.0014
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Variable Coefficients P-value
D(BD) 1.0334 0.0000
D(EXP*) 1.2005 0.0009
D(EXP™) 0.2596 0.4313
D(PPT) 0.1001 0.0110
D(PPT(-1)) -0.1231 0.0051
D(RER) -0.0469 0.0269
CointEq(-1) -0.7687 0.0000
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! Aworinde, O. B., (2013), “Budget deficits and economic performance”, Bath: University of Bath.

2 Mukhtar, T., Zakaria, M., & Ahmed, M., (2007), « An Empirical Investigation for The Twin Deficit
Hypothesis in Pakistan”, Journal of Economic Cooperation, 28, 63-80.
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Test Statistic F-statistic Chi-square
R? 0.97

J-B 0.9232 0.6302
LM(1) 0.9210 0.3506
LM(2) 1.2686 0.3080
ARCH(1) 0.1085 0.7439
ARCH(2) 0.1690 0.8452
Ramsey RESET 0.2768 0.6056
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Level First difference
ADF PP ADF PP
PDEBT -0.7078 -0.8553 -4.4306*** | -4,5334%**
(0.4036) (0.3392) (0.0000) (0.0000)
REV -0.8187 -0.6057 -6.2409*** -8.3248
(0.3548) (0.4487) (0.0000) (0.0000)

Notes: The values in the table specify statistical values of the ADF and PP test. The asterisks

*x% ** and * represent the level of significance at 1%, 5%, and 10%, respectively.
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Sl 1 gy o ged Al JusSedt (3 B gll o el 1(26-3) Jpid

Level First difference
ADF PP ADF PP
PDEBT -1.2869 -1.2622 -4.3617 *** | -4,4806 ***
(0.6260) (0.6376) (0.0013) (0.0009)
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REV

-2.2064
(0.2073)

-2.3847
(0.1523)

-6.1820%**
(0.0000)

AT WY]

-8.2763%**
(0.0000)
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Level First difference
ADF PP ADF PP
PDEBT -1.8434 -1.5989 -4.3026*** | -4.4248 ***
(0.6641) (0.7757) (0.0079) (0.0058)
REV -2.3407 -2.3707 -6.0783*** | -8.1734***
(0.4033) (0.3884) (0.0001) (0.0000)
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Test statistic Value Signif. 1(0) 1(1)
F statistic 6.30 10% 2.34 3.38
K 5 5% 2.82 3.99

1% 3.867 5.44
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Variable Coefficient P-value
Constant 274.32 0.0038
PDEBT(-1) -1.0053 0.0020

EXpP* 9.8507 0.0097
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EXP- 5.3582 0.0557
REV* -6.3627 0.0048
REV- 2.7646 0.4036

RER -0.4396 0.0076
D(PDEBT(-1)) 0.5789 0.0100
D(PDEBT(-2)) 0.6581 0.0136
D(PDEBT(-3)) 0.3214 0.1950

D(EXP™) 4.9476 0.0569
D(EXP") 3.2983 0.1678
D(EXP~(-1)) 4.4666 0.0338
D(EXP~(-2)) 6.9325 0.0125
D(REV™) -2.2846 0.1305
D(REV™) 2.4452 0.1924
D(RER) -0.6063 0.0057
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Variable Coefficient P-value
Constant 272.85 0.0000
EXP* 9.7982 0.0135
EXP~ 5.3296 0.0781
REV* -6.3287 0.0000
REV~™ 2.7498 0.4102
RER -0.4373 0.0004
Wald test 0.0017
Wald test 0.0021
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Variable Coefficient P-value
D(PDEBT(-1)) 0.5789 0.0006
D(PDEBT(-2)) 0.6581 0.0010
D(PDEBT(-3)) 0.3214 0.0213

D(EXPY) 4.9476 0.0067

D(EXP™) 3.2983 0.0183

D(EXP~(-1)) 4.4666 0.0035
D(EXP~(-2)) 6.9325 0.0005

D(REV™) -2.2846 0.0104

D(REV") 2.4452 0.0092

D(RER) -0.6064 0.0000

CointEq(-1) -1.0053 0.0000
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Test Statistic F-statistic Chi-square
R? 0.92

J-B 0.8254 0.6618
LM(1) 0.2021 0.082
LM(2) 0.1707 0.1233
ARCH(1) 0.5458 0.5319
ARCH(2) 0.6113 0.5878
Ramsey RESET 0.2768 0.6056
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