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Estimating the Size of the Informal Economy Using Simple Currency Ratio Method

The case of Algeria during the period 1970-2017
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Abstract: :

The research paper aims to shed light on the size of the informal economy as a percentage of gross domestic product
(GDP) in Algeria during the period 1970-2017 using the currency ratio method of Gutmann, This approach is one of the
monetary approaches which have been used extensively in estimating the size of the informal economy in various i
countries of the world, especially when the transactions in the informal economy are largely offset by the use of cash
money. Thus, an increase in the currency ratio may represent a rise in the size of the informal economy, According to
the basic assumption of Gutmann the researchers adopted the base year 2007, the year in which the ratio of currency in
circulation to overnight deposits is minimum. It is clear that the size of the informal economy as a percentage of GDP is
not very different from the rates recorded by the adoption of other estimation methods, This ratio was between 20 and
30 percent during the period 1970-2017, except for the years neighboring the base year, which often give fake indications :
about the size of the informal economy.
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Source : DAVIDESCU Adriana A. M. (2013). Estimating the size of Romanian shadow economy using Gutmann’s
simple currency ratio approach, Theoretical and Applied Economics, 20(10 (587)), 33-48, p35.
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(CES), CESifo, Report 4,December 2016 ,pp 44-45.
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Rafik Bouklia-Hassane, Fatiha Talahite, MARCHE DU TRAVAIL, REGULATION ET CROISSANCE ECONOMIQUE EN ALGERIE, Revue Tiers
Monde, 2008/2, (n° 194), p428.
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Friedrich Schneider, Estimating the Size of the Shadow Economies of Highly developed Countries: Selected New Results, Center for Economic Studies

C D K=C/D IC LcO | V=GDPMI | IE =IC*V IE(%) = IE/GDP
2007 | 128450 @ 294910 0,44 0,00 1284,50 221 0,00 0,00
2017 | 4716,9101 5549,19 0,85 2299,92 1 2416,99 1,84 4235,65 22,40

Ll GDP_ ¢ degydll s5aill LC¢ degyill pud 39210 0 1 Co(CHD) 5581 oliily 35501 tMIclall comi o33l 1D ¢ Wglaill aliladl 3501 :C

ICt =Dt * (Kt — K min) = 5549.19 (0.85-0.44 ) = 2299,92 .
LCt =Dt * K min = 5549.19 (0.44) = 2416,99.

IE=1IC * V =2299,92 * 1,84 = 4235,65.
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2017-1970 5,241 IO M ¥ Aokl 3lil! (] dpanisn ol yue ST e 2(1) Goxll

Income Ratio of
1llegal legal veloci Informal informal
© B D el curregncy currgency of monteyy economy economy (% of

\% GNP)
1970 4,74 6,89 0,69 24,07 1,74 3,00 2,07 3,60 14,95
1971 5,70 7,25 0,79 24,92 2,54 3,16 1,92 4,89 19,63
1972 7,05 9,70 0,73 30,41 2,83 4,22 1,82 513 16,87
1973 8,82 12,68 0,70 34,59 3,30 5,52 1,61 5,30 15,34
1974 10,45 13,80 0,76 55,56 4,44 6,01 2,29 10,17 18,31
1975 12,74 19,23 0,66 61,57 4,36 8,38 1,93 8,40 13,65
1976 17,24 23,84 0,72 74,08 6,86 10,38 1,80 12,36 16,69
1977 20,57 27,96 0,74 87,24 8,39 12,18 1,80 15,09 17,29
1978 27,37 34,84 0,79 104,83 12,20 15,17 1,69 20,55 19,60
1979 35,40 36,81 0,96 128,22 19,37 16,03 1,78 34,39 26,82
1980 42,34 42,09 1,01 162,51 24,01 18,33 1,92 46,21 28,43
1981 48,06 49,87 0,96 191,47 26,34 21,72 1,96 51,50 26,90
1982 49,16 76,14 0,65 207,55 16,00 33,16 1,66 26,50 12,77
1983 60,02 92,74 0,65 233,75 19,63 40,39 1,53 30,03 12,85
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1984 67,46 112,97 0,60 263,86 18,26 49,20 1,46 26,70 10,12
1985 76,64 125,59 0,61 291,60 21,94 54,70 1,44 31,63 10,85
1986 89,36 115,46 0,77 296,55 39,07 50,29 1,45 56,57 19,08
1987 96,87 127,04 0,76 312,71 41,54 55,33 1,40 58,01 18,55
1988 109,76 142,45 0,77 347,72 47,71 62,05 1,38 65,78 18,92
1989 119,87 130,14 0,92 422,04 63,19 56,68 1,69 106,66 25,27
1990 134,94 135,16 1,00 554,39 76,07 58,87 2,05 156,14 28,16
1991 157,20 168,70 0,93 862,13 83,72 73,48 2,65 221,47 25,69
1992 184,85 184,85 1,00 1074,70 104,34 80,51 2,91 303,31 28,22
1993 211,31 235,19 0,90 1189,70 108,87 102,44 2,66 290,08 24,38
1994 222,99 253,01 0,88 1487,40 112,79 110,20 3,12 352,45 23,70
1995 249,77 269,33 0,93 2005,00 132,46 117,31 3,86 511,62 25,52
1996 290,88 298,22 0,98 2570,02 160,99 129,89 4,36 702,34 27,33
1997 337,62 335,18 1,01 2780,17 191,63 145,99 4,13 791,86 28,48
1998 390,80 422,90 0,92 2830,49 206,60 184,20 3,48 718,67 25,39
1999 439,50 446,00 0,99 3238,19 245,24 194,26 3,66 896,82 27,70
2000 478,10 563,30 0,85 4123,51 232,75 245,35 3,96 921,59 22,35
2001 577,20 661,30 0,87 4227,11 289,17 288,03 3,41 986,96 23,35
2002 664,70 751,60 0,88 4522,77 337,34 327,36 3,19 1077,25 23,82
2003 781,40 849,00 0,92 5252,32 411,61 369,79 3,22 1326,00 25,25
2004 874,30 1286,20 0,68 6149,12 314,09 560,21 2,85 893,95 14,54
2005 921,00 1516,50 0,61 7561,98 260,48 660,52 3,10 808,10 10,69
2006 1081,40 : 2096,40 0,52 8501,64 168,30 913,10 2,68 450,26 5,30
2007 1284,50 | 2949,10 0,44 9352,89 0,00 1284,50 2,21 0,00 0,00
2008 1540,00 | 3424,90 0,45 11043,70 48,26 1491,74 2,22 107,35 0,97
2009 1829,40 | 3114,80 0,59 9968,03 472,73 1356,67 2,02 953,07 9,56
2010 2098,60 i 3657,80 0,57 11991,56 505,42 1593,18 2,08 1052,88 8,78
2011 2571,50 i 4570,20 0,56 14588,53 580,92 1990,58 2,04 1186,66 8,13
2012 2952,30 i 4729,20 0,62 16208,70 892,47 2059,83 2,11 1883,20 11,62
2013 3204,00 i 5045,80 0,63 16643,83 1006,27 2197,73 2,02 2030,13 12,20
2014 3658,90 i 5944,10 0,62 17205,11 1069,91 2588,99 1,79 1916,89 11,14
2015 4108,00 { 5153,10 0,80 16702,12 1863,53 2244 47 1,80 3360,82 20,12
2016 4497,20 i 4909,80 0,92 17406,83 2358,70 2138,50 1,85 4364,57 25,07
2017 4716,91 | 5549,19 0,85 18906,56 2299,92 2416,99 1,84 4235,65 22,40
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