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Abstract

Todays, underground economy has been changed into an unavoidable problem for many
world's economies (especially in developing). This subject has a significant effect on macro
variables of economy and causes to distortion of formal indexes. So exact estimation of this
phenomenon regardless of its difficulty in order to exact economy policy making is
necessary. So, goal of this study is estimating size of underground economy in selected
developing countries with natural resource abundance during 2004-2015 through multiple
reasons approach — Multiple effects (MIMIC) and lisrel software. Results of estimating the
underground economy show size of underground economy in selected developing countries
with natural resource abundance has been unstable during reviewing period. But, in
general, this trend is increasing. Average size of underground economy during 12 years
was 26.72% gross domestic product. Also, estimates results indicate unemployment,
abundant natural resources, freedom of economy index, economy openness index, input
flow of foreign direct investment and income per capita has effect on underground
economy of selected developing countries. Among these, unemployment rate has the most
positive effect and economy openness index has the most negative effect on underground
economy. While inflation rate, direct tax burden, interest rate don’t have significant effect
on emergence of this phenomenon in above mentioned countries. Also, between the two

« Professor, Department of Economics, Faculty of Social Science and Economics, Alzahra University
(Corresponding Author), a.shahabadia@alzahra.ac.ir

= Associate Professor, Department of Economics, Faculty of Social Science and Economics, Alzahra
University, h.kordbacheh@alzahra.ac.ir

«+ MA in Economics, Department of Economics, Alzahra University, shahsavandihani@gmail.com

Date received: 15/04/2020, Date of acceptance: 17/07/2020

Copyright © 2010, IHCS (Institute for Humanities and Cultural Studies). This is an Open Access article.
This work is licensed under the Creative Commons Attribution 4.0 International License. To view a copy of

this license, visit http://creativecommons.org/licenses/by/4.0/ or send a letter to Creative Commons, PO Box
1866, Mountain View, CA 94042, USA.



variables of the effects of the official economy and the demand for money in circulation,
the most effect of underground economy is on the product market (formal economy). The
effect is negative and significant in selected developing countries with abundant natural

resources.
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