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Lo lBUAY) (uSaig Asn JS (Al y2) Bipead) Gailadll Jisi (1) dsledd) 3§ L dalayl
idiosyncratic errorswhich )  Jlsall Waall ax 8 it «(countryheterogeneity) alsall
& Panel data QL) cbly aladsny Al sl ) .(change across t as well as across i
O Omenag Aadl Gilags ek Lee o(Agn IS dpie) @l sae) laaliadl (g jaf 2o e Jpaal)
lialail Cam e Joall D) SlieY) 5 381 e il z3la Gae L cclld ) A8l L il 46
Pasll b i Alp JS (ailad of Cun AR Lelial) lgelingl DR, Lala@Vly dpulad)
il e i Alles 2 Fixed effects model 4l clyill) =3sai 8 . logle laiasl WSy zasalll 3
T (b Ll i) cihpaiall ae dasiy 85 (gAY W e il OIS gy dlps JU Gl e
Lip Vi b gailadll oda o Gagidl e < Random effects model dglsiall clyshil
Trivedi, 2005; Greene, &Wooldridge, 2002; Cameron) zisall & il sl
DoY) 8 5 Y el (s (A8 Gy Liay Gpland) Sl (milmd (f8 dudyall o383 (2012
s Fixedeffects aulll bl #3gan Gl (N (zasall & W) Clpiiadly s gl uadl)
Apiall Gl zise ml (e X aw Gl ge Lzl i doadaiily )
.14 Stata Slasy) el cada gy @lldg (ds)laall (a2 Randomeffects
Hlasy) yailally clibul) .7

<5 ,(Schneider et al. 2010) 4w e s3pile awll e olail/ ana Se sisiall bl
3aage dungie ahdiuly (GDP) Jdlay) Jsdll &bl e 4w eyl pe dlaidy) &)
eoll e alai@Y) elail i Cjdeg «(Multiple Indicators Multiple Causes, MIMIC)
Rar ¥ Al claaliall axe o bl o3a Jaes W 2007 ) 1999 (e 558l A Ay 162 224
comll e sl aaad (a1 sl (5yh Alasiul lgle Jpaal)

-

ipall jdse ay (Fraser Institute) 5of dawse oo 33sale Jled) clapin Leg clily
JleY) cilayyii 35« «Economic Freedom of the World (EFW) Index dudlall dualaiy)
el 130y ((appall JELY] AdlSSy (Gandl i agd Aglaligpnll CaldlCll) Cailss Bae ey craendl
Lalaidy) Adaii) sy Jaaid) sade Jenil) dalaily Clela) (1685 530 (of ) Capail) Jal (e poaaa
=0) u» L 755 (The business regulation index) Jlel! cileyin bt dad . )l slaidl
Sl Agmy i Ay (e i pal) o) (o Camy (10

Adgall 48ldll Adaie o (Corruption Perception Index CPI) aladll @ilSiae b5
g aSall Hleall 8 ol aaa e JleY g a8 & Llail 35 Transparency International
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8lass Sl e sla (10) 5 288 ang Yy adine 2Ld (0) o b ol d3all g8 La) 4nlia
al adaa sale) @ pasal 13 Gl caludll 30l Sy gall juuiil) 6 o dal ey oS1y L340
bl § ) et Aail ) Cans (10-0) Leg

the ) ASLl s Ayleny (3l JSsell CSpall sl sn (sl ol (uSxy (5305 aadl el
s ( ¢(composite indicator of legal structure and security of property rights
caSlaall Apalns op Ll 4D ol Ciiie 33a] maead ydse saxdil) LEY) Ll (EFW)
AUaill Zalyis sl M 585 chpulpnd) Lbaally Gl 52l b (5 ual) Jasil ASL) Ggin jles
s Sy Aall £ 165)) . ((10-0) 0 Lo s sl Ao AL dlend i A1 3l ¢ 35
20l Balund Jazadl

Aladl Jare g8 eyl e o@Dl dlaadl 4abaY) Glasdl e AY) cllll il
U (e 38l al Jauigig GDP ) o (Industry) cliall aclad 4us g (Uunemployment rate)
World Development Indicators ) duallall Zpatill ifydige (10 aliive 4 (GDP per capita)
. The World Bank Jsall «lidl ¢ (((WDI

sae Cilea el e ALY aaay Al el sl duhall Glpaie paed 3yl by
Ghliall Calide e 415090 s duhall Lelaii ) Joall 2225 (2007-1999) i ol i Ayl
(Al kel Al Jsall Aail apa i Galall) dallall Apaliazdy)

Clysiiall b il YNy s Lsaniy ) Csiall laa) padldl Gages (1) o) Jsoall
.(pair-wise correlations ) cuyuaiall (e zs) JS G Ll EOllas (aaym (2) Jsaally (Al
s B o Lo (BLEY) cauns e s LSy) (gsine Ll aay ) BN cDllae i
Al il e IS anssl

Cpiiall Jlaal) padlal) (1) @EJ Jea

Variable overall Mean .Std. Dev Min Max Observations Expected sign
(Informal economy (%GDP  overall 33.31 12.21 8.40 67.70 801 =N
between 12.25 8.63 66.07 90 =n
within 1.24 24.56 37.30 89 =T
CPI Corruption overall 6.05 1.80 0.60 9.00 685 =N +
between .72 0.74  8.37 90 =n
within 0.32 495 7.31 Thbar=7.61
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2021 e Gudbaad) atml) — cpalil) Alaal)

LaLaiy) aglall jUidal) Alaa

Legal structure overall 5.36 1.59 1.40 9.30 677 =N -
between 1.49 2.46 8.83 90 =n
within 0.52 2.68 6.99 Tbar=7.52
Business regulation overall 5.27 1.02 1.80 8.30 599 =N -
between 0.81 3.40 7.31 90 =n
within 0.60 3.67 7.37 T bar =6.65
Unemployment overall 9.46 6.56  0.70 38.70 810 =N -+
between 6.36 1.29 34.34 90 =n
within 1.70 0.24 17.74 9 =T
Industry overall 31.46 10.01 8.54 72.72 762 =N -
between 9.65 14.26 66.01 87 =n
within 2.61 21.14 47.08 T bar=28.75
Log GDP per capita overall 7.89 1.42 5.31 10.72 801 =N -
between 1.42 5.36  10.66 90 =n
within 0.11 7.50 8.33 89 =T
chsdall Ga £e5 JS O BLLY) cBlalas ddghiaa (2) Jg2a
Informal Corruption Legal Business Log GDP
Unemployment  Industry
economy CPI structure regulation per capita
Informal
1.00
economy
CPI Corruption *0.56 1.00
Legal structure *(0.59- *0.83- 1.00
Business
*0.39- *0.67- *0.70 1.00
regulation
Unemployment 0.06- 0.04- 0.01 0.06— 1.00
Industry *0.16- 0.07 0.04 *0.15- *0.12 1.00
Log GDP per
. *0.55- *0.78- *0.68 *0.49 0.06 *0.27 1.00
capita

Notes: The correlation coefficient is the Pearson r. The pairwise correlations are calculated using the statistical software

.STATA 14. * Correlation coefficients significant at the 5% level
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(1) (2) (3) (4)
FE RE FE RE
OLS GLS OLS GLS
Business regulation -0.730%*** -0.733*#* -0.348*** -0.367***
[.1111] [.1113] [.0878] [.0874]
Corruption CPI 0.558* 0.745%* 0.206 0.217
[0.333] [0.317] [0.224] [0.220]
Unemployment 0.0391 0.0602
[.0421] [.0392]
Industry -0.00208 -0.00776
[.0292] [.0286]
Log GDP per capita -7.9171%%* =7.152%%*
[.9424] [.7555]
Constant 33.20%** 32.25%** 96.88*** 89.90***
[2.077] [2.361] [7.646] [6.649]
Observations 562 562 526 526
Countries 90 90 86 86
R-squared 0.293 0.303 0.301 0.302
Fstatistic 23.05 36.96
Chi2 statistic 50.99 208.8

Hausman test — chi2
(p value)

22.23 (0.000)

25.94 (0.000)

Dependent variable: informal economy (% GDP).

Robust standard errors in brackets.
* Significant at 10%, ** Significant at 5%, *** Significant at 1%

Cluwsall Lo gl Cilpdsar oyl 16 SLady) At (Panel Data) g ilai s gilis (3) a8) Jgaa

(2)

(1) (2) (3) 4

FE RE FE RE

OLS GLS OLS GLS
Business regulation -0.462%** -0.449%** -0.298%** -0.308%**
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[.1341] [.1336] [.1036] [.1026]
Legal structure -0.632%%** -0.698*** -0.160 -0.176*
[[1519] [.1513] [.1002] [.1]
Unemployment 0.033 0.052
[.0397] [.037]
Industry -0.001 -0.005
[.0254] [.0246]
Log GDP per capita -7.911%%* -7.201%%*
[.9188] [.7433]
Constant 38.83*** 39.10%** 98.88*** 92.26%**
[.6079] [1.582] [7.631] [6.72]
Observations 590 590 550 550
Countries 90 90 86 86
R-squared 0.322 0.326 0.298 0.299
Fstatistic 47.30 37.02
Chi2 statistic 107.70 211.60
Hausman test: chi2  (p value) 32.48 (0.000) 28.95 (0.000)

Dependent variable: informal economy (% GDP).
Robust standard errors in brackets.
* Significant at 10%, ** Significant at 5%, *** Significant at 1%

Gligine ) 25 alall g Uadll & aludl) (e el Sliginal) Gl ¢(2) &) Joaall 8 Al Cuay
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sldll yatiay Aaldl) 3y08d) Aaledll Agsine medw o(cONtrol variables) .Saill clysie JAo)
& WS legal structure pldl salwd SBI iyl Hdsalls Laldl) &3l . (corruption CPI
Y paa b (bl Jafie Al s SUSY) gaas Gt o e s e o(3) @ saall
unemployment ilkadl Jaea a5 anyl) e slai®U (a9 Gl 4y Aganll e Lpalaidy)
Cela baea per capita GDP zilil) e 258l i Jasgiag industry zsbll (e deliall ¢ Uad dai
Al gie CulS s o(ladaall hLE) ) Sl el e SLaBY) ce dadgiall A8al) olai) Coneny Lgailis
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Abstract

The informal economy comprises all economic activities that are unregistered
or unregulated by the state. In the past 40-50 years the informal economy has

grown globally and its emergence has implications for economic development and
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