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Abstract: The objective of this paper is to estimate the relationship between the shadow economy
and GDP for the case of Algeria using an Autoregressive Distributed Lag (ARDL) cointegration
approach for the period 1995-2016. We find that the shadow economy has a positive effect on
GDP. 1% increase in shadow economy increase the GDP by about 0.4 % in the short-run and about
0.8 % in the long-run.
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D(log(SE_GDP)) Stats -4.49 | -4.04 | -1.64 | -4.49 | -3.98 | -2.18

p-value* | 0.00 0.00 0.09 0 0 0.03

Log(SE_CAP) Stats -1.12 | =192 | 422 | 112 | -1.99 | 4.07

p-value* | 0.90 0.31 0.99 0.90 0.28 0.99

D(log(SE_CAP)) Stats -1.50 | =399 | -255 | -449 | -3.95 | -2.44

p-value* 0 0 0.01 0 0 0.01
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Dependent Variable Test Statistic Signif. [(0) I(1)
Model 1 . o s 10% 4.29 5.08
-statistic = 7.65% 5% 5.395 6.35
DiLog(GDP)) 1% 817 9.285
Model 2 10% 4.29 5.08
D(Log(GDP_CAP)) |F-statistic = 7.35 5% 5.395 6.35
1% 8.17 9.285
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Variable Coefficient t—Statistic Prob.
Model 1, ARDL(1,1) C 3.45 3.89 0.00
Inde. Var. : LOG(GDP(-1)) -0.53 -3.47 0.00
D(Log(GDP)) LOG(SE_GDP(-1)) 0.43 3.32 0.00
DLOG(SE_GDP) 0.70 8.69 0.00
Model 2, ARDL(1,1) C 1.76 3.78 0.00
D(Log(GDP_CAP)) LOG(SE_CAP(-1)) 0.40 3.17 0.01
DLOG(SE_CAP) 0.70 8.62 0.00
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Levels Equation

Case 3: Unrestricted Constant and No Trend

Model Dependent Coefhicient | t-Statistic | Prob.
Model 1, ARDL(I, 1) Log(SE_GDP 0.80 37.6 | 0.00
Inde. Var. : D(Log(GDP)) 0g>E-EDY) ' ' '
Model 2, ARDL(1,1)
Inde. Var. :D(Log(GDP_CAP)) Log(SE_CAP) 0.78 30.5 ) 0.00

50 S g s 0 56) g

061 S grams lis o) S’
RO (N s gkt

Model Dependent Variable Coetlicient |t-Statistic | Prob.
C 3.45 4.04 0.00
DL OG(SE_GDP)) 0.70 9.58 0.00
Model 1, ARDL(1,1) CointEq(-1)* ~0.53 ~4.02 0.00
Inde. Var. D(Log(GDP)) R -squared 0.86
Adjusted R-squared 0.85
F-statistic 60.86
Model 2, ARDL(1,1) C 1.76 3.97 0.00
D@L OG(SE_CAP)) 0.70 9.56 0.00

%
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Inde. Var. D(Log(GDP_CAP)) | CointEq(-1)* -0.52] -3.94] 0.00
R -squared 0.86
Adjusted R-squared 0.84
F-statistic 60.86
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W g inﬂ oyl oy slas-Y by (LM cﬁy aslas jlas (7) 03) Jgud-t

Ul ey, 1 2350 2 550
P =1 LM (1) =0.86 < {05y =3.841 | LM(1) =0.85 < y3 405 =3.841
P =2 LM (2) =4.66 < 15005 =5.991 | LM (2) =4.90 < y(, 05 =5.991
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