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The impact of the informal economy size on poverty rates in Algeria
during the period 1990-2021
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Abstract:

This research paper aims to shed light on the relationship between the
size of the informal economy and poverty rates in Algeria during the period
1990-2021, we relied on a simple econometric model that included two
independent variables, represented by the size of the informal economy and
GDP per capita, and a dependent variable represented by the poverty rate.
Using the Johanson test, it was found that there is an equilibrium
relationship in the long term.
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After estimating the vector error-correction model, the parameters of
the model showed a significant negative impact of the GDP per capita and
the size of the informal economy on poverty rates in Algeria, which are the
results that confirm the importance of informal economic activities in
reducing poverty rates.

Keywords: Poverty; informal economy; equilibrium relationship; vector
error correction model.
Jel Classification Codes: 017, 132, C51.
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AR Lag Order Selection Criteria

Endogenous variables: POV INF CAP Exogenous variables: C

Included observations: 29 Sample: 1990 2021
Lag LogL LR FPE AlC sC HQ
0 162.6127 NA 3.33e-09 -11.00777 -10.86633 -10.96347
1 243.3606 139.2205 2.37e-11 -15.95590 -15.39013*  -15.77871
2 256.1132 19.34881* 1.88e-11* -16.21471* -15.22459 -15.90462*
3 263.2164 9.307609 2.27e-11 -16.08389 -14.66945 -15.64090

Sl JalSall Y1 et w102 Goell

Sample (adjusted): 1993 2021 Included observations: 29 after adjustments
Series: POV INF CAP Lags interval (in first differences): 1 to 2
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Eigenvalue Trace 0.05 Prob.**
No. of CE(s) Statistic Critical Value
None * 0.469580 30.67582 29.79707 0.0395
At most 1 0.248034 12.28731 15.49471 0.1437
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Trace test indicates 1 cointegrating eqn(s) at the 0.05 level |

Vector Error Correction Estimates
Sample (adjusted): 1992 2021 Included observations: 30 after adjustments
Cointegrating Eq: CointEql Standard errors in () & t-statistics in [ ]

POV(-1) 1.000000

INF(-1) 0.974346

(0.12410)

[ 7.85103]

CAP(-1) 2.117409

(0.14641)

[ 14.4623]

(03 -12.23477

Error Correction: D(POV) D(INF) D(CAP)

CointEql -0.440942 -0.473259 -0.194960
(0.13814) (0.21845) (0.07029)
[-3.19208] [-2.16647] [-2.77360]
D(POV(-1)) 0.178280 0.085966 0.156640
(0.16489) (0.26076) (0.08391)
[ 1.08120] [0.32968] [ 1.86686]
D(INF(-1)) 0.346983 0.240827 -0.024973
(0.12721) (0.20116) (0.06473)
[ 2.72773] [1.19718] [-0.38581]
D(CAP(-1)) 0.473042 -1.136543 0.304580
(0.30765) (0.48652) (0.15655)
[ 1.53759] [-2.33608] [ 1.94558]
C -0.009277 0.002608 0.003906
(0.00348) (0.00550) (0.00177)
[-2.66575] [ 0.47386] [ 2.20547]
R-squared 0.333819 0.359402 0.427769
IAdj. R-squared 0.227230 0.256906 0.336212
ISum sq. resids 0.007628 0.019077 0.001975
S.E. equation 0.017468 0.027624 0.008889
F-statistic 3.131832 3.506511 4.672169
Log likelihood 81.58828 67.83916 101.8561
IAkaike AIC -5.105885 -4.189277 -6.457074
Schwarz SC -4.872353 -3.955744 -6.223541
Mean dependent -0.008847 -0.001203 0.003755
S.D. dependent 0.019871 0.032045 0.010910
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