
/*******************************************************************************
 TITLE:
 Revisiting Twin Deficit Hypothesis in South Asia
 Crowding-Out Effect and Capital Flow Dynamics
*******************************************************************************/

clear all
set more off
set scheme s2color
set varabbrev off

/*******************************************************************************
 SECTION 1: DATA IMPORT & SAMPLE SELECTION
*******************************************************************************/

import excel "TDH 26.xlsx", sheet("Data") firstrow clear

rename CountryName country
rename Time year

keep if inlist(country,"Bangladesh","Bhutan","India","Nepal","Sri Lanka")
keep if year >= 1990 & year <= 2025

encode country, gen(country_id)
xtset country_id year

/*******************************************************************************
 SECTION 2: DATA CLEANING
*******************************************************************************/

ds, has(type string)
foreach var of varlist `r(varlist)' {
    replace `var' = subinstr(`var',"..","",.)
    replace `var' = subinstr(`var',"NA","",.)
    replace `var' = subinstr(`var',"N/A","",.)
    destring `var', replace force
}

/*******************************************************************************
 SECTION 3: VARIABLE RENAMING (DATASET-CORRECT)
*******************************************************************************/

rename Currentaccount*     cab_gdp
rename Domesticcredit*     private_credit_gdp
rename Foreigndirect*      fdi_gdp
rename GDPpercapitac*      gdp_pc
rename Netlending*         fiscal_balance_gdp
rename Personalremit*      remit_gdp
rename Realinterest*       interest_rate
rename Totaldebtservice*   debt_gni
rename Trade*              trade_gdp

gen ln_gdp = ln(gdp_pc) if gdp_pc > 0
gen fiscal_deficit = -fiscal_balance_gdp

/*******************************************************************************
 SECTION 4: CORE INTERACTIONS (ONLY 2 – OPTIMAL Q1 DESIGN)
*******************************************************************************/

gen fiscal_fdi   = fiscal_balance_gdp * fdi_gdp
gen fiscal_remit = fiscal_balance_gdp * remit_gdp
gen covid = inrange(year,2020,2021)
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