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Study of the relationship between the formal economy and the informal economy in
Algeria - An econometric study with using, The Auto-Regressive Distributed Lag model (ARDL)
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Abstract:

_ This research aims to study the relationship between the informal economy and the formal
economy in Algeria for the period 1990-2000 where many studies around the world indicate that
there is a positive direct relationship between the informal economy and the formal economy while
there are other studies confirming the existence of a negative inverse relationship between them,
this difference is due to the different countries under study. :
In this study, the relationship between the informal economy and the formal economy in
Algeria was tested; where the study concluded that there is a positive direct relationship between
the informal economy and the formal economy for the period 1990-2020, and that the growth of the
informal economy has a positive effect on the expansion and prosperity of the official economy
i (The growth of the informal economy by one unit causes to the growth of the official economy in
Algeria triple). :
: Keywords: Informal Economy, Formal economy, Growth, Model.
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UNIT ROOT TEST RESULTS TABLE (PP)
NullHypothesis: the variable has a unit root
AtLevel

HE PIB
-1.2052 -0.1516 t-Statistic With Constant
0.6589 0.9344 Prob.

n0 n0
-1.9140 -2.2617 t-Statistic With Constant & Trend
0.6224 0.4407 Prob.

n0 n0
1.3990 3.4562 t-Statistic Without Constant & Trend
0.9562 0.9996 Prob.

n0 n0

At First Difference
d(HE) d(PIB)

-4.6834 -3.6450 t-Statistic With Constant
0.0008 0.0109 Prob.

)%k £
-4.6143 -3.3923 t-Statistic With Constant & Trend
0.0049 0.0721 Prob.

E *
-4.4597 -2.4199 t-Statistic Without Constant & Trend
0.0001 0.0174 Prob.

)%k £
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Sample: 1990 2020

Includedobservations: 27

ConditionalError Correction Regression

Prob. t-Statistic Std. Error  Coefficient Variable
0.0090 -2.878030 0.033109 -0.095287 PIB(-1)*
0.0118 2.756486 0.103611 0.285602 HE(-1)
0.3980 0.862828 0.214046 0.184685 D(PIB(-1))
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0.0114 2.774394 0.223509 0.620101 D(PIB(-2))
0.0318 2.299316 0.240773 0.553614 D(PIB(-3))
0.0210 2.494982 0.428534 1.069185 D(HE)
* p-value incompatible with t-Bounds distribution.
Levels Equation
Case 1: No Constant and No Trend
Prob. t-Statistic Std. Error  Coefficient Variable
0.0000 7.889859 0.379889 2.997271 HE
EC = PIB - (2.9973*HE)
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Breusch-Godfrey Serial Correlation LM Test:

0.6214 Prob. F(2,19) 0.487961 F-statistic
0.5171 Prob. Chi-Square(2) 1.319083 Obs*R -squared
Test Equation:
DependentVariable: RESID
Method: ARDL
Date: 10/05/22 Time: 16:13
Sample: 1994 2020
Includedobservations: 27
Presamplemissing value laggedresiduals set to zero.
Prob. t-Statistic Std. Error Coefficient Variable
0.5598 0.593572 0.365732 0.217088 PIB(-1)
0.7377 -0.339886 0.580573 -0.197329 PIB(-2)
0.7397 -0.337206 0.383925 -0.129462 PIB(-3)
0.6739 0.427362 0.283991 0.121367 PIB(-4)
0.8894 -0.140891 0.444414 -0.062614 HE
0.9744 0.032489 0.446047 0.014492 HE(-1)
0.3930 -0.874147 0.391251 -0.342011 RESID(-1)
0.7932 -0.265887 0.369048 -0.098125 RESID(-2)
-3.123749 Meandependent var 0.048735 R-squared
283.3308 S.D. dependent var -0.301731 Adjusted R -squared
14.63600 Akaike info criterion 323.2619 S.E. of regression
15.01995 Schwarz criterion 1985466. Sumsquaredresid
14.75017 Hannan-Quinn criter. -189.5860 Log likelihood
1.831810 Durbin-Watson stat
6
Series: Residuals
Sample 1994 2020
5 Observations 27
4 Mean -3.123749
Median -32.21187
3 Maximum 655.9189
Minimum -480.3394
Std. Dev. 283.3308
25 e Skewness 0.316549
Kurtosis 2.630382
1
Jarque-Bera 0.604610
Probability 0.739113
0

-400

-200 0 200 400 600



@olags L dama

15

=10 - - -




