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Estimate Size of Underground Economy in Iran and Investigation
Causes and Effects

KHosro Piraee’, Hosseinali Rajaee?
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The aim of this study to review of dimensions and estimate the size of
the IRAN underground economy from 1974 to 2013. In order to carry
out the econometric analysis, a multiple indicators multiple causes
(MIMIC) model to obtain time series and investigated main causes and
effect of underground economy. The results indicated that the size of
underground economy was associated with an increased in the period.
Although that indicated fluctuations and less severe in first half of
study but shows quite ascending in the past two decades. The size of
underground economy started from 7 percentage gross national
product from 1974 Increased to 20 percentage in 1993 and then Increased
to 38.5 percentages to 2013 .also result indicated most effect of
underground economy is on money market. Main causes of
underground economy include: first inflation next direct tax, openness,
size of government and unemployment rate.

Keywords: underground economy, MIMIC, Inflation.

1. Assistant Professor of Economics, Islamic Azad University, Shiraz Branch.
2 . Ph.D. Student in Economics at Islamic Azad University, Kerman Branch.

2



