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Abstract

This paper presents estimations of the shadow economies for 162 countries, including

developing, Eastern European, Central Asian, and high income OECD countries over

1999 to 2006/2007. According to our estimations, the weighted average size of the

shadow economy (as a percentage of ‘official’ GDP) in Sub-Saharan Africa is 37.6%, in

Europe and Central Asia (mostly transition countries) 36.4% and in high income OECD

countries 13.4%. We find that an increased burden of taxation (direct and indirect

ones), combined with (labour market) regulations and the quality of public goods and

services as well as the state of the ‘official’ economy are the driving forces of the

shadow economy.
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Notes

Compare the different opinions of Tanzi (1999), Thomas (1999), Giles (1999a, 1999b)

and Pedersen (2003).

This definition is used for example, by Feige (1989, 1994), Schneider (2005, 2007),

Feld and Schneider (2010) and Frey and Pommerehne (1984). Do-it-yourself activities

are not included. For estimates of the shadow economy and the do-it-yourself activities

for Germany see Buehn et al. (2009).

See Schneider (1986, 2005, 2007); Johnson et al. (1998a, 1998b); Tanzi (1999); Giles

(1999a); Giles and Tedds (2002); Feld and Schneider (2010).

The pioneers of this approach are Frey and Weck-Hannemann (1984) who applied this

approach to cross-section data from the 24 OECD countries for various years.

A general overview about the SEM approach is given in, for example, Bollen (1989).
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Source: Journal of Economic Literature

The shadow economies of Western Europe

Source: Economic Affairs

Uses and Abuses of Estimates of the Underground Economy

Source: The Economic Journal

THE MONETARY METHOD AND THE SIZE OF THE SHADOW ECONOMY: A CRITICAL

ASSESSMENT

Source: Review of Income and Wealth

The hidden economy as an ‘unobserved’ variable

Source: European Economic Review

Estimating the Size of the Danish Shadow Economy using the Currency Demand

Approach: An Attempt

Source: Scandinavian Journal of Economics

Shadow Economy and Do-it-Yourself Activities: The German Case

A number of variables is not available for 2007, hence we have two different sets of

cause variables.

 x is size of government, x and x are the fiscal and business freedom index, and

x represents GDP per capita. All series are taken as standardized deviations from the

country-specific mean.

The base values originate from the year 2000 except for some developing countries,

for which we sometimes used base values from the year 2005 because of data

availability. The MIMIC index has been adjusted to the positive range by adding a

positive constant.

6

7
1t 2t 3t 

4t 

8

Related research 

Recommended articles Cited by 

554

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1257%252Fjel.38.1.77&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1468-0270.00041&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1468-0297.00437&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1475-4991.2007.00234.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0014-2921%252884%252990020-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3440435&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1628%252F093245609789919658&type=Scholix


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

