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ANALYSIS OF THE RELATIONSHIP BETWEEN THE UNEMPLOYMENT AND THE
INFORMAL ECONOMY VARIABLES USING THE STRUCTURAL VECTOR AUTO-
REGRESSION MODEL SVAR
THE CASE OF THE ALGERIAN ECONOMY DURING THE PERIOD 1970-2017
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Abstract

The aim of this paper is to analyze the relationship between unemployment rate and the size of the informal
economy as a percentage of GDP in Algeria during the period 1970-2017 based on the structural vector auto-
regression model through long-term constraints on this model to illustrate the response of the informal
economy variable due to structural shocks That occur at the level of unemployment rate, The results of the
study out of the Impulse Response Functions showed that a structural shock in the unemployment rate of one
unit leads to a positive impact on the size of the informal economy reached a maximum level of approximately
0.4% at the end of the second period, however with the beginning of the third year the impact decreases to

become almost Absent directly during the fourth year.

Keywords : The Informal economy, unemployment, Structural Vector Auto-regression Models, Impulse
Response Functions, Structural shocks.

JEL classification : C53 ,C12, E24, E26.
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Structural VAR Estimates

Sample adjustedy: 1971 2017

Estimation method: method of scoring (analytic derivatives)

Model: Ae = Bu where E[uu']=I

Coefficient | Std. Error | z-Statistic | Prob.
cqa, 0.371462 | 0.038313 | 9.695360 | 0.0000
C2 0.501434 | 0.051719 | 9.695360 | 0.0000
C3 0.891178 | 0.195383 | 4.561190 | 0.0000
Log likelihood -212.3681
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Variance Decomposition of DINFO:
Period S.E. Shock1 Shock2
demand-side shock | Supply-Side Shock
11 2.692068 100.0000 0.000000
2| 2733340 98.13328 1.866725
3| 2.733394 98.13334 1.866656
41 2.733396 98.13327 1.866732
5| 2.733396 98.13327 1.866732
Factorization: Structural
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