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Abstract:

The objective of this paper is to estimate the size of the informal economy in Algeria
during the period 1970-2016 using the MIMIC approach (Multiple Indicators and
Multiple Causes). The results show that the hidden part of economy in Algeria
constitutes 47.4% of the official GDP in 2016. We find that an increased budget deficit
and urbanisation rate are the driving forces of the shadow economy in Algeria.
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Structural eguation model Humker of cks = 47
Estimation method = ml
Log likelihood = —-T728.0045¢%
{ 1) [IGOP] SubjsSES = 1
OIM
Coef. Std. Err. = D»lz| [35% Conf. Interwall
Structural
SubjSES <-—
DBEEDE 6.122405 2_B31765 2.42 0.016 1.160236 11 _08457
TR 5.76533 2.53200z2 1.387 0.048 0428558 11.483913
Measurement
IGDE <=-
SubkjSES 1 {constrained)
_cons -225.T7238 154 . 1276 -1.48 0.143 -527.8081 T&.360%9
MOMZ «-
SubjSES —-.02752 0052584 -3.01 0.aQoz —.0461162 —-.0027238
_cons 41 13621 4_ 964472 8_23 0.0o0 31._40602 50_86633
war (e IEDE) 4147 _ 447 2269 _T705 1418_913 12122 83
war (e MOMZ) 24 2033 6.486973 14 85555 41 . 41237
war (e.5ubjS5ES) -1.00=-0% 2628 .573
LR test of model wa. saturated: chiZ{l) = 3%.56, Prok > chiZ = 0.0000

Warning: convergence not achiewved
.MIMIC cé}d<ﬁJﬁﬁc§hJ:2 d}AeJ
STATA laxY) zab Il Sl s : pazall
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Equation-lewvel goodness of fit
Variance
depvars fitted predicted residual B-sguared me meZ
chaerved
IGDE 156559.03 11511 .58 4147447 7351402 .8574032 .T7351402
MOMZ 33.7763 8.3973604 24 8033 2656728 5154345 _ 2656728
latent
SubkjSES 11511 .58 11511 .58 -1.00e-0% 1 1 1
owverall 1

= ecorrelation between depvar and its prediction

it MIMIC 3505 (b duloed! Shlalas 13 Jguond)

STATA JlamY bl Sl s - bzl

mc~Z2 i3 the Bentler-Raykov squared multiple correlation coefficient

Fit statistic Value Description
Likelihood ratio
chiZ_ms (1) 39.559 model vs. saturated
p > chiz 0.000
chiZ_bs (5] 132.578 baseline vs. saturated
p > chiz 0.000
MIMIC 350l 835 jlasl gl 14 Jgulod)
STATA lax) gab )l Sl s : pazoll
4| 1970 1971 1972 | 1973 | 1974 | 1975| 1976 | 1977| 1978 | 1979 | 1980
@lsal) Lai®y) aaa j38a|20.92|22.12(20.26(20.41|11.68|16.70 | 17.67 [ 17.35|19.49|17.79 | 18.56
4| 1981 1982 1983 | 1984 | 1985 1986 | 1987 | 1988 | 1989 | 1990 | 1991
@lsal) dlai®y) aaa ju8a | 18.01(24.69 26.76 | 24.01 | 25.47 | 29.60|29.74 | 32.55|29.68 | 27.48 | 28.31
Audl| 1992 1993 | 1994 | 1995| 1996| 1997 | 1998 | 1999 | 2000 2001 | 2002
@lsall la®y) aaa j38a| 35.81|38.37(34.98|35.51|33.07|32.17|36.33|34.02 (34.10 | 32.82| 33.88
4| 2003 | 2004| 2005| 2006 | 2007 | 2008 | 2009 | 2010 2011 | 2012 | 2013
@lsal) Lai®y) aaa j38a| 36.51|37.8338.15/40.18|43.68|43.67|42.9344.43 (47.57|50.45|46.23
4| 2014 2015 2016
@lsal) Jai®y) aaa ;84| 49.53(50.98 | 47.43

2016-1970 3zt I3 pbodt Atidl mildl JI s3lgedt SLaBY! eonm Slykda 15 Jutand!
3 52 prdsedl gl s Je Bl Sl Bls] e aaal)

49




(2016-1970) MIMIC 3505 Jlarasly Jliondl b (ilsall 2LadY) e s

%
2.0

1.5
1.0
0.5
0.0
-0.5
-1.0

-1.5

%
450

400
350
300
250
200
150
100

50

2016-1970 521 I3 aodhl sl ol JI st &51g00) droy ylas 1 JSC2)
AJW s olilas] Je slaely Sl slus) o !

%

80

70

60

50

40

30

20

10

0
O N VWO AN T VWO N VWO NI OWOWON < O
NININININOWO®NONWWONMONWOAA©ONDONN DN O OO0 O O w o o o
A OO OO oo oo )OO OO0 OO0 O o o
™ e e e e EH e e e - NN AN ANNNANANN

20161970 5zt I Sokad) s yoas 12 2N
LS9l A Bas Clilax] Jo slexs Wby Sl slis] e geaad!

O N & VW 0 O A & W 0 O N & O 0 O N & O 0 O N <« O

NN NNOGO OO W OO O O O O © © O O© O v o o o

O 0O 0O 00 00 00 o0 o0 o0 o000 00 O O O O O O o o

L B B B B I I ™ e e e e - - NN N NN NN NN

(2000 olol) i) 20161970 51 I3 bt sl gl pige yohas -3 K2

L Fol ddd) Gadir Sl e slaasly Coll shis] s 1 ezl

50



Y e Al

ol il B gl sLas

(2016-1970) MIMIC ¢35 J

%
50
45
40
35
30
25
20
15
10

910¢C
vioc
10
otoc
800¢C
900¢
00T
<00¢
000¢
866T
966T
V66T
66T
066T
886T
986T
v86T
86T
086T
8L6T
9L6T
vL6T
L6t
0L6T

WAl

s 14

s
Lax| Je slusly Coll slus] e 0 iaall

sl 34did)

A

&) U )

4

(S0}

2016-1970 5 28 Sy
@5"‘5‘ &\ éj.\...p

%
60
50
40
30
20
10

910¢
v10¢
(44114
010¢
800¢C
9002
00T
<00¢
000¢
866T
9661
V66T
661
066T
8861
9861
V86T
86T
086T
8L6T
9L6T
vi6T
L6t
06T

VAl

5 :5

2016-1970 3z I3 silgel) 3LaBY! g s
MIMIC 3505 pids il e slazs Yy Emtl lis] 0 - bzl

g ke
20000
15000
10000

5000

9T0C
¥T0C
710t
0TOC
8002
9002 w
v00T
z00z *
oooNM
8661 3,
966T o
66T
7661
0661
8861
ot 2
Nwmﬁmw
086T 4
8.6T
9161
vL6T1
zL61
0L6T

Al

5 :6

MIMIC 350 s mils Ao slazs Yy ExUl el 0 - pbzall

51

20161970 5281 I35 sjigelt sLadylg sl sl gl g



(2016-1970) MIMIC 3505 sy jlpd) (b (s3lgall sLaBY! oo plls

Ipadlg (piragil)

1. Cagan, P. (1958), The demand for currency relative to the total money supply, Journal of Political
Economy, 66, pp. 302— 328.

2 _Schneider F. and Enste, D. H. (2000). Shadow Economies: Sizes, Causes and Consequences.
Journal of Economic Perspectives, 38, 77-114.

3 _Schneider, F. (2005). Shadow Economies Around the World: What do We Really Know, European
Journal of Political Economy, 21, 598-642.

%_ Schneider F., Buehn A., Montenegro C. E., New Estimates for the Shadow Economies all over the
World, International Economic Journal, 2010.

> _ Ghanador, Clever A. (2007), Modern Macroeconomics, Port Harcourt: Pearl Publishers.

® _ Frey, Bruno S. and Hannelore Weck-Hannemann (1984), “The hidden economy as an unobservable
variable”, European Economic Review, 26, pp. 33-53.

’ - Johnson Simon, Daniel Kaufmann e Pablo Zoido — Lobaton (1998), “Corruption, Public Finances
and the Unofficial Economy”, World Bank Discussion Paper.

® - Friedman Eric, Simon Johnson, Daniel Kaufman, e Pablo Zoido — Lobat6n (2000), “Doging the
Gabbling Hand: The Determinants of Unofficial Activity in 69 Coutries”, Journal of Public
Economics, 76, pp. 459-493.

% _ Oduh, Moses et al (2008), “Measurement and Explanation of Informal Sector of the Nigerian
Economy”, ATAE Research Paper 3, pp. 1-64.

10 Tanzi, Vito (1999), “Uses and abuses of estimates of the underground economy”, Economic
Journal, 109, pp. 338-347.

1 _ Aigner, D. et al (1988), “Me and My Shadow: Estimating the Size of the US Hidden Economy
from Time Series Data”, in W. A. Barnett; E. R. Berndt and H. White (eds.):Dynamic Econometric
Modeling, Cambridge (Mass.): Cambridge University Press, pp. 224-243.

Adadl Jare G Ao ABe 25a 5 ) oadl MIMIC zdsai o 4al ) o Cun ad) Janal dpuilly Jan ol Lo (puis 12
Aol Ay el 4t L) Callie g8 5 ¢s ) sall SLaBY) ana g

3 _ Rauch, J. E. (1993). Economic Development, Urban Underemployment, and Income Inequality.
Canadian Journal of Economics, 26 (4), 901-18.

“ _Elgin C., Oyvat C, Urbanization and the informal economy. Structural Change and Economic
Dynamics 27, 36-47, 2013. 35, 2013.

> _ E Barbosa, S Pereira, EBrand&o. The shadow economy in Portugal: an analysis using the MIMIC
Model.FEP working papers 2013.

16 _ Schneider F., Buehn A., Montenegro C. E., New Estimates for the Shadow Economies all over the
World, International Economic Journal, 2010.

7 _ Langfeldt, E. (1985) Is a growing unobserved sector undermining monetary policy in the Federal

52



(2016-1970) MIMIC 3505 sy jlpd) (b (s3lgall sLaBY! oo plls

Republic of Germany?, in The Economics of the Shadow Economy (Eds.) W. Gaertner and A. Wenig,
Springer-Verlag, Berlin, pp. 301-314.

18 _ E Barbosa, S Pereira, EBrand&o. The shadow economy in Portugal: an analysis using the MIMIC
Model.FEP working papers 2013.

9. Dell’ Anno, Roberto (2003), “Estimating the shadow economy in Italy: A structuralequation
approach”, Working Paper 2003-7, Department of Economics, University of Aarhus.

20 _ Schneider F., Buehn A., Montenegro C. E., New Estimates for the Shadow Economies all over the
World, International Economic Journal, 2010.

21 _ Friedman, Eric, Simon Johnson, Daniel Kaufman, e Pablo Zoido — Lobatén (2000), “Doging the
Gabbling Hand: The Determinants of Unofficial Activity in 69 Coutries”, Journal of Public
Economics, 76, pp. 459-493.

2 _ Bounoua C. et al. L’économie informelle en Algérie ; Analyse de I’évolution du phénomeéne et

évaluation macroeconomique.

24 _ Schneider F., Buehn A., Montenegro C. E., New Estimates for the Shadow Economies all over the
World, International Economic Journal, 2010.

2> _ Ogbuabor, j. Malaolu V. Size and Causes of the Informal Sector of the Nigerian Economy:
Evidence From Error Correction Mimic Model.

26 _ Hosseini et all. A Estimation of underground economy in Iran and its relationship with financial
development: application ARDL.

" _ Mai H., Schneider F., Modelling the Egyptian Shadow Economy: A MIMIC model and A
Currency Demand approach.

28 _ Bourhaba O., Hamimida M., An estimation of informal economy in morocco, International
Journal of Economics and Finance; Vol. 8, No. 9; 2016, Canadian Center of Science and Education.

2% _ E Barbosa, S Pereira, EBrand&o. The shadow economy in Portugal: an analysis using the MIMIC
Model.FEP working papers 2013.

%0 _ Buehn A., Schneider F., MIMIC Models, Cointegration and Error Correction: An Application to
the French Shadow Economy, 2008.

31 _ Aspilaire R. Economie informelle en Haiti, mesures macroéconomiques et impacts sur le PIB.
Université Paris-Est Créteil.

53



