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Abstract.

This study aimed to testing a relationship between the General Budget and Trade
Account Balance to recognise direction of this relationship, and determine its impacts
on Libya economy during 1980- 2017, by depending on the econometrics approach
which represent in Johansen co-integration, Vector Auto Regression and Impulse
Response approaches. As result, this study found out that, an absence of a causality
relationship between Balance of the General Budget and Trade Account Balance, and
also there is no co-integration relationship between the General Budget and trade
account balancing long run. By the way, these results has supported a results of Vector
Auto Regression approach some previous studies, which means does not accept the
hypotheses of this study so this is supported as well Ricardian Equivalence Hypotheses
in Libya economy.

Key words: Trade account, Twin Deficits, Ricardian Equivalence, & Keynes’s
proposal.
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Augmented Augmented Dickey Fuller Test
Dickey
Fuller Test First difference First difference
Trend and Trend and Trend and Trend and
constant constant constant constant
CD -7.500560™" | -7.500560°" | -7.500560“" | -7.500560"""°
BD -9.665602° | -9.665602"" | -9.665602""" | -9.665602"""
Augmented Phillip Perron Test
Dickey
Fuller Test First difference
Constant CD Trend and
constant
CD -3.0432570%01 BD CD -13.45518"%0
BD -3.178829%"% | _3.154120"1" BD -9.943055%%0
sla ) 82 Syl ) wils (2)gonke
Lag LogL LR FPE AIC SC HQ
0 -31.01148 NA 0.022610 1.886370 1.975247 1.917050
1 -10.34941 | 37.78207* | 0.008733* | 0.934252* | 1.200883* | 1.026293*
2 -88.60886 | 2.985464 0.009967 1.063308 1.507693 1.26709
3 -3.193071 8.663703 0.009257 0.982461 1.604600 1.197224

(1) U5\l “Johansen co-integration tests” ;.5 k) () gk

Hypothesized Eigenvalue Trace 0.05 Prob.
No. of CE(s) Statistic Critical Value
None 0.182980 9.190380 15.49471 0.34881
At most 1 0.051806 1.915063 3.841466 0.1664
Trace test indicates on cointegratin at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
Hypothesized Eigenvalue Max-Eigen 0.05 Prob.
No. of CE(s) Statistic Critical Value
None 0.182980 7.275319 14.26460 0.4571
At most 1 0.051806 1.915063 3.841466 0.1664
Max-eigenvalue test indicates on cointegratin at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
(2) Qxall “Johansen co-integration tests” J53) il (4)3ata
Hypothesized 0.05

‘ Eigenvalue

Trace I

‘ Prob.
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No. of CE(s) Statistic Critical Value
None 0.182980 9.190380 15.49471 0.34881
At most 1 0.051806 1.915063 3.841466 0.1664
Trace test indicates on cointegratin at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
Hypothesized Eigenvalue Max-Eigen 0.05 Prob.
No. of CE(s) Statistic Critical Value
None 0.182980 7.275319 14.26460 0.4571
At most 1 0.051806 1.915063 3.841466 0.1664

Max-eigenvalue test indicates on cointegratin at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Ml g0l dasesd!l Sl w2 (5) ke

Residual Diagnostic Tests Obs.R? Chi- Result
Square

Breusch-Godfrey Serial Correlation 0.194712 0.6619 No
LM

Heteroskedasticity Test: Breusch-Pagan- 0.558615 0.7563 No
Godfrey

Normality test Jarque- 0.927415 No

Bera
0.150708

sl el b Stability Test*s gl bl pog JSCo (6) o) oo
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- 5% Significance




