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The Relationship between Parallel Economy and Entrepreneurship Under
the Business Environment (Algeria): An Analytical and Econometric
Study for the Period 2002-2018
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Abstract :

This study aims at shed light on the relationship between parallel economy and
entrepreneurship during the period 2002-2018 in Algeria, through a set of variables that
contributed in pushing entrepreneurs towards this sector, using the ARDL model.

The results concluded that the size of the self-employment, tax burden, corruption index,
rule of law index had a positive relationship with the size of the parallel economy in the
short and long run in Algeria. As for the regulatory quality index, it is negatively related
to the size of the parallel economy in the short run, so that it has a positive relationship
with this sector in the long run. This is evidence that the complex business environment,
bureaucracy, corruption, high taxes and slow administrative procedures, all prevented
young entrepreneurs from working in a formal manner and developing their
entrepreneurial spirit and innovation.

Key Words: Parallel economy; Entreprenership; Algeria; Business environment; ARDL.
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Lag LogL LR FPE AIC SC HQ

0 -288.5133 NA 0.000629 | 9.656173 9.863799 9.737543
1 391.3595 | 1203.709 | 4.30e-13 | -11.45441 | -10.00102 | -10.88481
2 530.1300 | 218.3929 | 1.53e-14 | -14.82393 | -12.12478 | -13.7661*
3 543.2371 | 18.04913 | 3.54e-14 | -14.07335 | -10.12844 | -12.52730
4 565.0318 | 25.72495 | 6.74e-14 | -13.60760 | -8.416928 | -11.57333
5 677.0522 | 110.1840* | 7.66e-15 | -16.10007 | -9.663637 | -13.57757
6 720.8852 | 34.49157 | 1.0le-14 | -16.35689 | -8.674696 | -13.34617
7 781.4461 | 35.74084 | 1.12e-14* | -17.1621* | -8.234209* | -13.66322
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Test statique value Signif 1(0) I(1)
10% 2.08 3
F-statique 9.796850
5% 2.39 3.38
K 5
01% 3.06 4.15
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Variable Coeff. prob Variable coefficient prob
self 16.60505 | (0.0010)* Rule of law 18.91780 | (0.0000)*
Tax 21.76235 | (0.0000)* C -1283.584 | (0.0001)*
reg 53.93863 | (0.0000)* F-STATIQUE 582.8087 | (0.0000)*
cpi 6.940476 | (0.0029)* R -squared 0.99
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Variable coefficient prob Variable coefficient prob
self 15.65784 | (0.0000)* | Rule of law 4.506077 | (0.0353)**
Tax 3.592306 | (0.0003)* (1I-) ECM -0.326447 | (0.0000y*
reg -36.78024 | (0.0000)* DW 2.48

cip 1.404406 | (0.0000y* R -squared 0.96
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Type de test H, prob
Breusch—Godfrey Serial Correlation | sV w315 bl ssm pie 0.0928
Heteroskedasticity Test: Harvey Sl Ol pds alSin s e 0.7144
Histogram-Normality Test Lab g5 Bl 0.9995
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