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Abstract:

This study aims at shed light on the relationship between the parallel economy and
unemployment rates in Algeria during the period 2002-2018, depending on a set of variables
using the ARDL model, and that after measuring the size of the parallel economy as a
percentage from GDP depending on the currency demand method during the period 1990-
2018, as the latter this witnessed fluctuating rates ranging between 17.84% in 1990 to 32.43%
in 2018. The results found that the unemployment rate has an inverse relationship with the
parallel economy in the short run, but in the long run, the relationship becomes positive
between them. Regarding the tax burden has a positive relationship with the parallel economy
in the long run, but in the short run it has no statistical significance. Regarding self-
employment, the effectiveness of governance index, the GDP, the voice and accountability
index, they have a positive and significant relationship in the short and long run together. As
for the political stability index, we find that it has a negative relationship with the size of the
informal economy in Algeria in the short and long run.
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