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Abstract

In present paper, first the concept of informal economy and its place in the economic
literature has been described. Then the causes and factors involved in providing the
informal sector was examined and the volume of informal economy was estimated.
Second, the effect of inflation on informal economy was surveyed. To estimate the
volume of informal sector, Residual discrepancy method was used and the volume

of informal economy in urban areas in Iran economy from Y4AY/A¥ to Y« +A/+4 Wwas

calculated. The results show the increasing trend of informal sector volume, during
the imposed Irag-lran war. In addition, after the imposed war some fluctuation in
the hidden economy has been detected. In the final part, after studying existing
stationary of the used variables, the effect of inflation rate (in special groups) on the
informal sector was examined by using OLS method. The results show that urban
informal sector increase, if only inflation rate in the goods group grow up.

Keywords: Formal Economy, Informal Economy, Volume of the Informal
Economy, Inflation, Residual Discrepancy Method, OLS method.
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Obs*R-squared 4.0.AYEY  Probability IARRAAR
Test Equation:
Dependent Variable: RESID"Y
Method: Least Squares
Date: «Y/\Y/Y+ Time: ++:Y4
Sample: YYIY Y YAY
Included observations: Y1
Variable Coefficient  Std. Error t-Statistic Prob.
C CAAAY o CovYaY Y o8aYo) CVEY
GOODS y.40Y0FA CAAVYAY Y AAAVAY R
GOODSA"Y NE-LE AN Y. 407V, CYOVIVA CAEYY
GOODS*SERVICES  -+.7173)Y¥¢ 0 07Y4AY SeNaves S
GOODS*OTHERS  -V.0377Y¢ 0 ££4¥)Y S).yaeyy)y CAAY
SERVICES -+ qo000) Y.VYAY A -+.YtAAoo CYYYY
SERVICES AY YYEAVAE T VYAYOAS L ABAEAY CEaTY
SERVICES*OTHERS -).99AY4A o Acodys S YaY CYYYY
OTHERS S0.¥Y947Y4 Y VEo£TA - Y4y Yot Cyvet
OTHERS AY £ £867Y T.A01VY NEFALEN Lovay
R-squared +.Y1ev.1 Mean dependent var + 0 0TAY
Adjusted R-squared +.++AlVe S D. dependent var ERRRRR
S.E. of regression +.+4+AYT Akaike info criterion Savaem
Sum squared resid +Y¥Y442)  Schwarz criterion SV AYIYA
Log likelihood V.YAM £ F-statistic V.Y ERAY
Durbin-Watson stat Y.EYYYAY Prob(F-statistic) L ETVEAA
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LM ¢ge50
Breusch-Godfrey Serial Correlation LM Test:

F-statistic «.A+eY1. Probability CE1.40)
Obs*R-squared V.4YYATA  Probability CYYAEAY

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: +Y/YY/V+ Time: »«:¥Y

Presample missing value lagged residuals set to zero.

Variable Coefficient  Std. Error t-Statistic Prob.

C N AL L S ¥ P Sv a0ty <4901

GOODS v YY¥Y.uo0 CTEVEYE R FA KO CYyor

SERVICES VALY CATOYY NERZY-XA AT

OTHERS VYT CACELY oAV CAYAT

RESID(-) - YAAEVE CYYogat -).Yavaye SAREY

RESID(-Y) SCAFIATY L YVYory S 0uaYYO CAYYE
R-squared «.+Y£oYY Mean dependent var YOEEY
Adjusted R-squared -+ )oTAYY S.D. dependent var L YEYY
S.E. of regression +.Y1vay  Akaike info criterion SR EARAR!
Sum squared resid V.£Y1.V. Schwarz criterion +.14yeeq
Log likelihood +.YoA VR F-statistic IARARES

Durbin-Watson stat V.4Y£YY4  Prob(F-statistic) L ARYYYY




