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The impact of the informal economy on unemployment in Algeria
using the Autoregressive Distributed Lags Model (ARDL)in 1999-2015
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Abstract:

The purposeof this paperis to test the impact of the informal economy
on unemployment in Algeria during the period 1991-2015 using the co-
integration approach, proposed by Pesaran and all (2001) and the
Autoregressive Distributed Lags model (ARDL ) proposed by Pesaran and
shin (1999), for the purpose of estimating both short- and long-
termelasticities.

The theoretical results of the research concluded that there is an
inverse relationship between the informal economy and unemployment,
which is considered as way to absorb unemployment. while on the
econometric side, the study concluded that there is a positive relationship
between the two variables, which contradicts the expectations of the
economic theory, which assumes an inverse relationship between them.
Keywords: Informal economy; unemployment; informal employment;
ARDL; Co-integration.
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Serial Correlation Chi-Square(2)=0.016233 | F(2,18)=0.00609
(LM test) Prob. =0.9919 Prob=0.9939
t-statistic =0.604199 F(1,19)=0.365056
Ramsey RESET Test Prob= 0.5529 Prob=0.5529
. Jarque-Bera= 0.114135
Normality Probability=  0.944530
Heteroskedasticity Chi-Square(1)=1.022244 | F(1,21)= 0.976766
Prob. =0.3120 Prob.=0.3342

Eviews 10751 s lsby U slis] e @ jibazed)
Mia pliseial 2Shay 13 S S il m3sail) fasnaal) ohlas ¥l w5 e Telug
Aladly o) pd SLaBV) oy Bl i 3 3sedl
symy e ST ) OF s tARDL 305 aldsuanly Jyshdl oY) #3505 45 5.2.4
Db 3 e alsh agledl B aE arkaal G5 0L awha) 2 ) o rie LSS
U ) 3 eose s LS bl Wi e Jsad) &9 ARDL 344

TCH, = 26.23 + 1.43 EIN,
t (5.75)  (+10.03)
Prob  (0.000) (0.000)
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Bl @ il s s gk ((ARDL-ECM) z3g0 ool s it s 6.2.4
ATCH = 11.80 — 0.027 * AEIN — 0.44 * CointEq(—1):3

ol (3 wed il 3] (CointEq(-1) Lkl moeas s balas pidl s 3 Lo oo
2Ll (3 Wlad) oV SLEL e Y044 L O s ans =0.44 ol L L)
Jee OLEL a 044 OF (6T aJUb) aed) (3wt 0 skl =31 3 gl Jual) e
Ao S a5 o gl oY1 3 Bl Rl e A
Aprll 5pie Wl SVdre 3 Hold) Slpadl) e %52 0F W o R? St o
Al syl 2 slas¥l s aaly ) gl ol o o day o)) 58 5LV o
e Juslall 5 el kall (B Bt o g )1 b 3LaBY) JT:5 Jgin

EIN ol & sLa8¥) Constantca) Mol
+1,43 + 26,23
) ? | -L(J‘
Prob 0,0000 Prob 0,0000 sl
- 0,027 + 11,80 Y (BPXW
Obs =24 ; CointEq(-1)=- 0,44 ; R’=0,52
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UNIT ROOT TEST TABLE (PP)
At Level At Fiurst Difference
EIN TCH d(EIN) d(TCH)
With Constant t-Statistic -0.4340 | -0.5582 | t-Statistic -3.0222 -3.9374
Prob. 0.8879 0.8625 | Prob. 0.0481 0.0066
no no i !
With Constant & Trend | 1-Statistic | -2.1415 | -1.9216 | -Statistic | -3.8048 -3.9062
Prob. 0.4984 0.6123 | Prob. 0.0438 0.0286
no no e e
Without Constant & Trend t-Statistic -1.3210 | -1.1534 | t-Statistic -2.5825 -3.8608
Prob. 0.1673 0.2195 | Prob. 0.0123 0.0005
' | no T no i [ W
UNIT ROOT TEST TABLE (ADF)
At Level At First Difference
EIN TCH ACEIN) A(TCH)
With Constant t-Statistic | -0.1429 | -0.3976 t-Statistic -3.0265 -3.9013
Praob 0.9335 0.8947 Prob. 0.0472 0.0072
no jute} e e T
With Constant & Trend t-Statistic | -2.4739 -1.8122 t-Statistic -3.9599 -3.8582
Prab. 0.3358 aQ.6670 Prob. 004638 0.0315
no no bl b
Without Constant & Trend | t-Statistic =1.6532 =-1.2557 t-Statistic =2.7065 =3.8162
Prob. 0.0019 0.1865 Prob. 0.0098 0.0005
- ni o s b ook ol
Frtme o (10) ¢ 1% e e e (M) 528 opr L e o (M) 1090 L e e (%D 2 LBl
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Cependent Variable: TCH
Method. ARDL

Date: 07/02/18 Time: 14:46

Sample (adjusted): 1992 2018

Inciuded observations: 24 after adjustments
Maximum dependent lags: 2 (Autormalic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automaticy: EIN
Fixed regressors: G

NMumber of models svalulated: &

VAR Lag Order Selection Criteria
Endogenous variables: TCH
Exogenous variables: C EIN
Dale: 07/02/18 Time: 14.04
Sample: 1991 2015

Included observations: 23

Selocted Modal: ARDL(, 1) Lag LoglL LR FPE AIC sc HQ
MNote: final equation sample is larger than selaction sample
Variable CoefMcient Std. Error t-Statistic Prop o -60.47370 NA 13.39737 5432405 5531234 5457328
1 -4291338 3053968 2.177471" 3.992468" 4140576~ 4.029717
e DSl glodare  goretes  ponon 2 -4288709 0043437 3465417 4077138 4274615 4126803
Eiri-1) 0671447 0345880 1040823 00665
= 11.80503 2606792 4377437 0.0003
R-squared 0063343 Mean dependent var 1p.03004 " indicates lag order sefected by the criterion
Adiusted R-sauared 0857843 5.0 dependent var s LR: i ified LR test stafistic (each test at 5% level)
SE i3 1 1.8613 Akaike inf e 2.880041 -
Sum Bruared resid aB.78872 Schwars crfterion | 207e3sa FPE Final prediction eror
Log likelihood -42.56049  Hannan-Quinn criter. 2932130  AIC: Akaike information criterion
F-statistic 175 1978 Durbin-Waltson stat 2027811 SC: Schwarz information criterion
Froob(F-statistic) 0.000000
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