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ABSTRACT 

 

    The growing expansion of the underground economic activities has become a serious 

concern to many countries as it is viewed as a challenge to the economies in the 

world. Using the currency demand approach model, this study embarks on analyzing 

the underground economy particularly in the estimation of  its size., and its related 

issues such as  illegal money and tax evasion in selected Gulf Cooperation Council 

(GCC) countries; United Arab Emirate, Kuwait, Oman, Saudi Arabia and Qatar. The 

analysis in the study is based on time-series quarterly data over the period of 1991:Q1 

to 2010:Q4 for the UAE, Kuwait and Oman; and annual data for Saudi Arabia and 

Qatar over the period of 1980-2010. The analysis of data begins with stationarity test 

using the recent techniques that account for structural break in addition to the 

traditional unit root test. It follows by the Gregory and Hansen cointegration test in 

the presence of structural break for long-run estimates based on currency demand 

function. Also, the General to Specific (GETS) technique is employed to estimate the 

short-run dynamic error correction model. The results of data analysis indicate that 

the estimated size of the underground economy to Gross Domestic Product (GDP) for 

Saudi, Qatar, UAE, Kuwait and Oman are 62.80%, 17.03%, 10.34%, 24.95% and 

32.35% respectively. While, the estimated average size of the illegal money to the 

money outside banks for Saudi, Qatar, UAE, Kuwait and Oman are 18.18%, 26.70%, 

59.68%, 59.51% and 49.78% respectively. The findings also indicate that the rate of 

tax evasion to the official GDP is estimated at an average of 5.15%, 2.12%, 0.63%, 

2.82% and 2.92% for Saudi, Qatar, UAE, Kuwait and Oman respectively. Given the 

empirical results obtained from the research, the governments of GCC should 

formulate rules and regulations; and economics policy that are able to curb the 

growing size of the underground economic activities.   

Keywords:  Underground economy, illegal money, tax evasion, currency demand 

function, GCC countries.  
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ABSTRAK 

 

Peningkatan dalam aktiviti ekonomi bawah tanah telah menjadi satu kebimbangan 

besar kepada banyak negara kerana ia dilihat sebagai cabaran kepada ekonomi rasmi. 

Dengan menggunakan pendekatan model permintaan wang, kajian ini membuat 

anggaran saiz ekonomi bawah tanah, dan isu-isu yang berkaitan seperti wang haram 

dan pengelakan cukai di dalam beberapa buah negara dalam Majlis Kerjasama 

Negara-Negara Teluk (GCC) yang dipilh iaitu United Arab Emirate (UAE), Kuwait, 

Oman, Arab Saudi dan Qatar. Analisis kajian ini adalah berdasarkan data siri masa 

suku tahunan bagi tempoh 1991: S1 hingga 2010: S4 untuk negara-negara UAE, 

Kuwait dan Oman; dan data tahunan 1980-2010 bagi negara-negar Arab Saudi dan 

Qatar. Analisis data dimulai dengan ujian kepegunan. Ujian ini dilakukan dengan 

menggunakan teknik yang berbeza daripada teknik ujian kepegunan yang biasa 

kerana ianya mengambil kira wujud perubahan struktur pada data yang digunakan. Ini 

diikuti dengan ujian kointegrasi jangka panjang dengan menggunakan kaedah ujian 

kointegrasi Gregory dan Hansen yang mengambil kira perubahan struktur data. 

Kaedah umum kepada khusus (general to specific - GETS) untuk menganggarkan 

model pembetulan ralat dinamik jangka pendek (short-run dynamic error correction 

model). Hasil daripada analisis data menunjukkan bahawa saiz anggaran ekonomi 

bawah tanah kepada keluaran negara kasar (KDNK) untuk negara-negara Arab Saudi, 

Qatar, UAE, Kuwait dan Oman masing-masing adalah 62.8%, 17.03%, 10.34%, 

24.95% dan 32.35%. Manakala anggaran saiz purata wang haram kepada wang di 

luar bank di negara-negara Arab Saudi, Qatar, UAE, Kuwait dan Oman masing-

masing adalah 18.18%, 26.70%, 59.68%, 59.51% dan 49.78%. Dapatan kajian juga 

menunjukkan bahawa kadar pengelakan cukai kepada KDNK rasmi dianggarkan 

masing-masing pada kadar purata sebanyak 5.15%, 2.12%, 0.63%, 2.82% dan 2.92% 

bagi negara-negara Arab Saudi, Qatar, UAE, Kuwait dan Oman. Berdasarkan 

keputusan empirikal yang diperolehi dari kajian ini, kerajaan dalam Majlis Kerjasama 

Negara-Negara Teluk (GCC) perlu merangka peraturan dan dasar ekonomi yang 

dapat membendung peningkatan saiz aktiviti ekonomi bawah tanah.    

Kata kunci: Ekonomi bawah tanah, wang haram, pengelakan cukai, fungsi 

permintaan mata wang,  Majlis Kerjasama Negara-Negara Teluk (GCC). 
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CHAPTER ONE 

INTRODUCTION 

 

1.1  Background of the Study 

The issue of underground economic activities has developed a considerable growing 

interest among economists, academicians and policy-makers worldwide (Buehn & 

Schneider, 2008; Torgler & Schneider, 2009). The rapidly growing underground 

economic activities have become a serious problem and a competitor to the official 

economy of the majority of such economies around the world. Due to the concealed 

nature of underground economic activities, various  methods have to be used to estimate 

the size of the underground economic activities as no official data is available or can be 

collected (Schneider & Savasan, 2007). 

  

As mentioned above, it is difficult to obtain an accurate estimation about the real 

magnitude of the underground economy, whether in developing or developed 

economies. Nevertheless, Schneider and his researchers conducted various studies on 

this subject and observed that many studies on the underground economy have been 

mainly conducted in developed countries (Schneider & Enste, 1999; 2000; Schneider, 

2002; 2004; 2005; 2006; 2011; Schneider & Klinglmiar, 2004; Feld & Schneider, 2010; 

Dreher & Schneider, 2010; Schneider, Buehn & Montenegro, 2010; Schneider & Buehn, 

2013). Only a few studies have been conducted on the size of underground economies in 

developing countries (Schneider & Klinglmiar, 2004; Schneider et al., 2010). 

   



The contents of 

the thesis is for 

internal user 

only 



238 

 

REFERENCES 

AbdKarim, M. Z., & Guan, T. B. (2004). Stock prices, foreign opportunity cost, and 

money demand in Malaysia: A cointegration and error correction model approach. 

Journal economic Malaysia, 30 (04), 29-62.  

Ahiabu, S. (2006). Inflation and the underground economy. University Library of 

Munich, Germany, MPRA Paper No.763.  

Ahmed, M., & Ahmed, Q. M. (1995). Estimation of the black economy of Pakistan 

through the   monetary approach. The Pakistan Development Review, 34 (4), 791-

807. 

Ahmed, Q. M., & Hussain, M. H. (2008). Estimating the Black Economy through a 

Monetary Approach: A Case Study of Pakistan. Economic Issues, 13 (1), 45-60. 

Ahmed, E., & Al-Faris, A. (2010). Fiscal Reforms in the Middle East: VAT in the Gulf 

Cooperation Council. Edward Elgar Publishing Limited, Cheltenham, UK.  

Ahmad, S. Z. (2012). Micro, small and medium-sized enterprises development in the 

Kingdom of Saudi Arabia: Problems and constraints. World Journal of 

Entrepreneurship, Management and Sustainable Development, 8 (4), 217-232.  

Ahmad, E. (2010). Design of a VAT for the GCC common market. In Ahmed, E., & Al-

Faris, A. (2010). Fiscal Reforms in the Middle East: VAT in the Gulf Cooperation 

Council. Edward Elgar Publishing Limited, Cheltenham, UK. 



239 

 

Ahumada, H., Alvaredo, F., & Canavese, A. (2007). The monetary method and the size 

of the Shadow economy: a critical assessment. Review of Income and Wealth, 53 

(2), 363-371. 

Ahumada, H., Alvaredo, F., & Canavese, A. (2008). The monetary method to measure 

the Shadow economy: The forgotten problem of the initial conditions. Economics 

Letters, 101(2), 97-99. 

Ahumada, H., Alvaredo, F., & Canavese, A. (2009). The Monetary Method to Measure 

the Size of the Shadow Economy » A Critical Examination of its Use. Journal of 

Review Economics, 60 (5), 1069-1078. 

Akaike,H. (1979). A Bayesian extension of the minimum AICprocedure of 

autoregressive model fitting. Biometrica, 66(2), 237-242. 

Akinlo, A. Enisan. (2006). The stability of money demand in Nigeria: An autoregressive   

distributed lag approach. Journal of Policy Modeling, 28 (4), 445-452. 

Alanon, A. & M. Gomez-Antonio (2005). Estimating the size of the shadow economy in 

Spain:  a structural model with latent variables.  Journal of Applied Economics, 37 

(9), 1011 – 1025.  

Alanezi, A. (2012). Workforce Localization Policies in Saudi Arabia: The Determinants 

of Successful Implementation in Multi-National Enterprises. In Knowledge and 

Learning: Global Empowerment; Proceedings of the Management, Knowledge 

and Learning International Conference 2012 (pp. 957-968). International School 

for Social and Business Studies, Celje, Slovenia. 



240 

 

Al-Asoomi, M. (2014). Economic Repercussions of Illegal Labor in the GCC. The 

Emirates Centre for Strategic Studies and Research, paper No. 0209. 

 AL-Asmari, K.A.(2014). Efforts of controlling money laundering of narcotics money in 

Saudi Arabia. European Journal of Interdisciplinary Studies, 6(1), 28-38. 

Albu, L. L., Daianu, D., & Pavelescu, F. M. (2002). Underground economy quantitative 

models. Some applications to Romania’s case. University Library of Munich, 

Germany, MPRA Paper No.14210.  

Al-shahrani, S.A. and A.J. Alsadiq.(2014). Economic growth and government spending 

in Saudi Arabia: An empirical investigation. International Monetary Fund: Fiscal 

Affairs Department, Working Paper No.14/3. 

Al-Hussaini, A., AL-Mutairi, N. N., & Thuwaini, S. F. (2013).  The Impact of Adopting 

E-Government on Reduce Administrative Corruption: Empirical Evidence from 

Kuwait’s Public Sector. Journal of Academy of Contemporary Research, 2 (2), 31-

43. 

Alkhdour, R. (2011). Estimating the Shadow Economy in Jordan: causes, consequences, 

and policy implications. (PH. D’s thesis, Department of Economics, Colorado 

State University, Fort Collins, Colorado, USA). 

Al-Muharrami, S., Matthews, K., & Khabari, Y. (2006). Market structure and 

competitive conditions in the Arab GCC banking system. Journal of Banking & 

Finance, 30 (12), 3487-3501. 



241 

 

Almutairi, H. (2014). Competitive Advantage Through Taxation In GCC Countries. 

International Business & Economics Research Journal (IBER), 13(4), 769-778. 

Al Qudsi, S.S.  (2006). Unemployment Evolution in the GCC Economies:  Its Nature 

and Relationship to Output Gaps. Center for Market Research & Information 

(CLMRI), Abu Dhabi, Labor Market Study No.22.  

Altowaijri, H. A. (2011). Determinants of Inflation in Saudi Arabia. World Review of 

Business     Research, 1 (4), 109-114. 

Albassam, B. A. (2015). Economic diversification in Saudi Arabia: Myth or reality?. 

Resources Policy, 44(15), 112-117.  

Albassam, B. A. (2011). Political Reform in Saudi Arabia: Necessity or Luxury?. Middle 

East Studies Journal, 6(3), 175-197. 

Alexandru , A. A. M. (2013). Estimating the size of Romanian shadow economy using 

Gutmann’s simple currency ratio approach. Theoretical and Applied Economics, 

18(10 (587)), 33-48. 

Al-khathlan, K.A. (2013). The nexus between remittance outflows and growth: A study 

of Saudi Arabia. Economic Modelling, 33(2013): 695-700. 

Al-shebel, A. and A. Al-Hassan.(2001). Effect of budget deficit on monetary policy in 

Saudi Arabia. Journal of King Saud University (Administrative Sciences), 

13(2001), 201-218. 



242 

 

Al-Towaijri, K. and H. Al-Qudair.(2006). The impact of government deficits on money 

demand: Evidence from Saudi Arabia. Arab Journal of Administrative Sciences, 

13(2), 1-15. 

AnaMaria, A. A., Ion, D., & Catalin, G. (2009). Estimating the size of the Romanian 

shadow economy using the currency demand approach. Journal of the Faculty of 

Economics, University of Oradea, May, 2009.2(1), 623-631. 

Angel-Urdinola, D. F., & Tanabe, K. (2012). Micro-determinants of Informal 

Employment in the Middle East and North Africa Region. Social Protection and 

Labor, World   Bank, Discussion Paper No.1201. 

Arvai, Z., Callen, T., Hasanov, F., Sidahmed, R., & Sommer, M. (2013). Gulf 

Cooperation Council: Economic Prospects and Policy Challenges for the GCC 

Countries. Publications of International Monetary Fund Reports in October 5, 

2013. Retrieved from: www.imf.org/external/np/pp/eng/2013/100513b.pdf.  

Arab Monetary Fund-AMF.(2008). Unified Arab Economic Report in 2008.  Retrieved 

from:http://www.amf.org.ae/sites/default/files/econ/annualreports/en/annualreport

2008.pdf. 

Arby, M. F., Malik, M. J., & Hanif, M. N. (2010). The size of informal economy in 

Pakistan. University Library of Munich, Germany, MPRA Paper No.22617. 

Ariyo, A., & Bekoe W. (2012). Currency Demand, the Underground Economy and Tax 

Evasion: The Case of Nigeria. Journal of Monetary and Economic Integration, 11 

(2), 128-157. 

http://www.imf.org/external/np/pp/eng/2013/100513b.pdf
http://www.amf.org.ae/sites/default/files/econ/annualreports/en/annualreport2008.pdf
http://www.amf.org.ae/sites/default/files/econ/annualreports/en/annualreport2008.pdf


243 

 

Asaminew, E. (2010). The Underground Economy and Tax Evasion in Ethiopia: 

Implications for Tax Policy. Ethiopian Economic Policy Research Institute, paper 

No.10.10.  

Asante, S. (2012). Estimating the Underground Economy and Tax Evasion in Ghana. 

GRP International Journal of Business and Economics, 1 (1), 1-9. 

Asiedu, E., & Stengos, T. (2014). An Empirical Estimation of the Underground 

Economy in Ghana. Economics Research International, 2014. Retrieved from: 

http://dx.doi.org/10.1155/2014/891237. 

Aslam, S. (1998). The Underground Economy and Tax Evasion in Pakistan: Annual 

Estimates (1960-1998) and the Impact of Dollarisation of the Economy. The 

Pakistan Development Review, 37 (4), 621-63.  

Asteriou, D. I Hall, SG (2007). Applied Econometrics: A Modern Approach using 

Eviews and Microfit. Revised Edition. New York: Palgrave MacMillan press. 

Ayadi, R., & De Groen, W. P. (2013). Banking and Insurance in the GCC Countries: Is 

there Regulatory Convergence with the EU?. Research papers No. 04. 

Banafea, W. A. (2014). Endogenous Structural Breaks and the Stability of the Money 

Demand Function in Saudi Arabia. International Journal of Economics & 

Finance, 6(1), 155-164. 

Barbosa, E. A. S. C., Pereira, S. C. A., & Brandão, E. F. M. (2013). The Shadow 

Economy in Portugal: An Analysis Using the MIMIC Model. Universidade do 

Porto, Faculdade de Economia do Porto working Paper No. 514.   



244 

 

Bashier, A., & Dahlan, A. (2011). The Money Demand Function for Jordan: An 

Empirical Investigation. International Journal of Business and Social Science, 2 

(5), 77-86. 

Basher, S. A., and Fachin, S.(2014). Investigating long-run demand for broad money in 

the Gulf Arab countries. Middle East Development Journal, 6(2): 199-214. 

Beine, M., Lodigiani, E., & Vermeulen, R. (2012). Remittances and financial openness. 

Regional Science and Urban Economics, 42(5), 844-857. 

Bertelsmann Stiftung BTI. (2012). Kuwait Country Report 2012. Gütersloh: 

Bertelsmann Stiftung. Retrieved from: http://www.bti  project.org/fileadmin/In 

halte /reports/2012/ Pdf/ BTI2012Kuwait.pdf. 

Bertelsmann Stiftung BTI. (2014). Qatar Country Report 2014. Gütersloh: Bertelsmann 

Stiftung. Retrieved from:http://www.bti-project.org/fileadmin/ 

Inhalte/reports/2014/pdf/ BTI2014Qatar.pdf.   

Bertelsmann Stiftung BTI. (2014). Oman Country Report 2014. Gütersloh: Bertelsmann   

Stiftung. Retrieved from:http://www.bti-project.org/filead 

min/Inhalte/reports/2014/pdf/ BTI2014Oman.pdf. 

Bertelsmann Stiftung BTI. (2012). Oman Country Report 2012. Gütersloh: Bertelsmann 

Stiftung. Retrieved from: http://www.bti-project.org/fileadmin/ 

Inhalte/reports/2012/ pdf/ BTI2012Oman.pdf. 

http://www.bti/
http://www.bti-project.org/fileadmin/%20Inhalte/reports/2014/pdf/%20BTI2014Qatar.pdf
http://www.bti-project.org/fileadmin/%20Inhalte/reports/2014/pdf/%20BTI2014Qatar.pdf
http://www.bti-project.org/filead%20min/Inhalte/reports/2014/pdf/%20BTI2014Oman.pdf
http://www.bti-project.org/filead%20min/Inhalte/reports/2014/pdf/%20BTI2014Oman.pdf
http://www.bti-project.org/fileadmin/%20Inhalte/reports/2012/%20pdf/%20BTI2012Oman.pdf
http://www.bti-project.org/fileadmin/%20Inhalte/reports/2012/%20pdf/%20BTI2012Oman.pdf


245 

 

Bertelsmann Stiftung BTI. (2012). United Arab Emirates Country Report 2012. 

Gütersloh:        Bertelsmann Stiftung. Retrieved from: http://www.bti project.org/ 

fileadmin/fiInhalte/reports/ 2012/pdf/BTI2012UnitedArabEmirates.pdf. 

Bertelsmann Stiftung BTI. (2012). Bahrain Country Report 2012. Gütersloh: 

Bertelsmann, Stiftung. Retrieved from: http://www.bti-project.org/fileadmin 

/Inhalte/reports/2012/Pdf/BTI2012Bahrain.pdf. 

Blackburn, K., Bose, N., & Capasso, S. (2012). Tax evasion, the underground economy 

and financial development. Journal of Economic Behavior & Organization, 83(2), 

243-253. 

Bowers, C. B. (2009). Hawala, Money Laundering, and Terrorism Finance: Mirco-

Lending as an End to Illicit Remittance. Denver Journal of International Law & 

Policy, 37(3), 379-419. 

Breusch, T. (2005a). The Canadian Underground Economy: An Examination of Giles 

and Tedds, Canadian Tax Journal, 53 (2), 367-391.  

Breusch, T. (2005b). Estimating the underground economy using MIMIC models. NEP-     

papers, EconWPA, Econometrics series No.0507003. 

Breusch, T. (2005aa). Australia's Cash Economy: Are the Estimates Credible?. 

Economic Record, 81(255), 394-403. 

Braithwaite, V. A. (Ed.). (2002). Taxing democracy: Understanding tax avoidance and 

evasion. Ashgate Publishing, Ltd. 

http://www.bti-project.org/fileadmin%20/Inhalte/reports/2012/Pdf/BTI2012Bahrain.pdf
http://www.bti-project.org/fileadmin%20/Inhalte/reports/2012/Pdf/BTI2012Bahrain.pdf
http://ideas.repec.org/n/nep-all/2005-07-18.html
http://ideas.repec.org/n/nep-all/2005-07-18.html
http://ideas.repec.org/s/wpa/wuwpem.html


246 

 

Brown, R. L., Durbin, J., & Evans, J. M. (1975). Techniques for testing the constancy of 

regression relationships over time. Journal of the Royal Statistical Society. Series 

B (Methodological), 37(2) 149-192. 

Buckley,G.,& Rynhart,G.(2011). The Sultanate of Oman: The enabling environment for   

sustainable enterprises: An “EESE” Assessment. International Labor Office, 

Geneva, Employment Report No.14.  

Buehn, Andreas; Schneider, Friedrich G. (2009): Corruption and the shadow economy: a 

Structural equation model approach. IZA discussion papers, No. 4182.  

Buehn, A., & Schneider, F. G. (2008). MIMIC Models, Cointegration and Error 

Correction: An Application to the French Shadow Economy. Institute for the Study 

of Labor (IZA), IZA discussion papers, No. 3306.  

Cagan, P. (1958). The demand for currency relative to total money supply. Journal of 

Political Economy, 66(4), 303-328.  

Central bank of Qatar -CBQ.  (1980-2011). Annual Economic Reports on the Qatari 

Economy   for the period of 1980-2011. Retrieved from: http://www.qcb.gov.qa 

/English/Publications /ReportsAndStatements/Pages/ AnnualReports.aspx.  

Central bank of Kuwait-CBK. (1995-2011). Annual Economic Reports on the Kuwaiti 

Economy for the period of 1995-2011. Retrieved from: http://www.cbk. 

gov.kw/www/ annual_report.html.  



247 

 

Central bank of Sultanate Oman -CBO.  (1990-2011). Annual Economic Reports on the 

Omani Economy for the period of 1990-2011. Retrieved from: http://www.cbo-

oman.org.   

Cesaroni, C. (2014). Inflation and Taxes in a New Keynesian Model with Underground 

Economy. Paper presented at Conference in, Department of Economics and 

Management, Trento University,(23-25 October, 2014). Trento, Italy. 

Cevik, S., & Teksoz, K. (2013). Lost in transmission? The effectiveness of monetary 

policy transmission channels in the GCC countries. Middle East Development 

Journal, 5(3), 1350018-1. 

Charlot, O., Malherbet, F., & Terra, C. (2015). Informality in developing economies: 

Regulation and fiscal policies. Journal of Economic Dynamics and Control, 51(2), 

1-27. 

Chiumya, C. (2007). The Parallel Economy in Malawi: Size, Effect on Tax Revenue and 

Policy Options. University Library of Munich, Germany, MPRA Paper No.9860. 

Chen, P., & Chihying, H. (2005). Testing Cointegration Rank in Large Systems. 

EconWPA No.      0504002. 

Chipeta, C. (2002). The second economy and tax yield in Malawi. African Economic 

Research Consortium, Nairobi, AERC Research Paper No. 113. 

Choi, J. P., & Thum, M. (2005). Corruption and the Shadow Economy. International 

Economic Review, 46(3), 817-836. 

http://www.cbo-/
http://www.cbo-/


248 

 

Dabla-Norris, E., Gradstein, M., & Inchauste, G. (2008). What causes firms to hide 

output? The determinants of informality. Journal of Development Economics, 

85(1), 1-27. 

Darrat, A. F., Al-Yousif, Y. K. (2003). Monetary dynamics of inflation: some evidence 

for a small open economy. Journal of Savings and Development, 27(3), 259-280. 

De Brauw, A., Mueller, V., & Woldehanna, T. (2013). Motives to remit: evidence from 

tracked internal migrants in Ethiopia. World Development, 50(C), 13-23. 

Dell’Anno, R., & Halicioglu, F. (2010). An ARDL Model of unrecorded and recorded 

economies in Turkey. Journal of Economic Studies, 37(6), 627-646.  

Dickey, D. A., & Fuller, W. A. (1979). Distribution of the estimators for autoregressive 

time    series with a unit root. Journal of the American statistical association, 

74(366a), 427-431. 

Dickey, D. A., & Fuller, W. A. (1981). Likelihood ratio statistics for autoregressive time 

series with a unit root. Econometrica: Journal of the Econometric Society, 49(4), 

1057-1072. 

Djajić, S., & Mesnard, A. (2015). Guest workers in the underground economy. Labour 

Economics, 35(15), 53-62. 

Doguwa, S. I., Olowofeso, O. E., Uyaebo, S. O., Adamu, I., & Bada, A. S.(2014). 

Structural Breaks, Cointegration and Demand for Money in Nigeria. CBN Journal 

of Applied Statistics, 5(1), 15-33. 



249 

 

Dreher, A., & Schneider, F. (2010). Corruption and the shadow economy: an empirical 

analysis Public Choice, 144 (1-2), 215-238. DOI 10.1007/s11127-009-9513-0.  

Dritsakis, N. (2012). Structural Breaks, Cointegration and the Demand for Money in 

Greece. IUP Journal of Applied Economics, 11 (3), 5-21. 

Drummond, D., Mireille,É., Maxime, F., Brian G.,& Jeremy R.(1994).The underground 

economy: moving the myth closer to reality. Canadian Business Economics, 12 

(4),3-17. 

Eichhorn, C. (2006). Optimal Policies in the Presence of Tax Evasion (Doctoral 

dissertation No. 5586, Department of Economics, University of Munich, Germany. 

Elgin, C. and O. Oztunali.(2012). Shadow economies around the world: Model based 

estimates. Bogazici University, Department of Economics, Working Papers No. 5. 

El- Quqa,O.M., Dash,S., Bokade,P., Sarma,R., & Hasan, F.(2005). GCC Banking 

Sector. Global Investment House, Research Paper on May 2005.    

Engle, R. F., & Granger, C. (1987). Cointegration and error correction: Representation, 

Estimation, and testing. Econometrica, 55(2), 251-276. 

Endo, I., & Afram, G., G. (2011). The Qatar-Nepal Remittance Corridor Enhancing the 

Impact and Integrity of Remittance Flows by Reducing Inefficiencies in the 

Migration Process. A World Bank   Study, WB394321.The World BanK, 

Washington, DC. Retrieved from: http://dx.doi.org/10.1596/ 978-0-8213-7050-6.  

http://dx.doi.org/10.1596/%20978-0-8213-7050-6.


250 

 

Ene, C. M., & Stefanescu, A. (2011). Size and Implication of Underground Economy in 

Romania: A MIMIC approach. Annales Universitatis Apulensis-Series 

Oeconomica, 13(1), 77-86. 

Ercolani, M. G. (2000). Inflation Tax and the Hidden economy.  Department of 

Economics University of Essex,  working paper No. 509. 

Faal, E. (2003). Currency demand, the underground economy, and tax evasion: The case 

of Guyana. International Monetary Fund, Working Paper No.03.  

Fadil, F. (1985). Money demand in Saudi Arabia: An exchange of views: GNP as a 

variable for the demand for money in small oil economies: A comment. Journal of 

Economic Studies, 12(5), 62-64. 

Fasano-Filho, U., & Goyal, R. (2004). Emerging Strains in GCC Labor Markets. 

International Monetary Fund, Working Paper No.04/71. 

Fort, R., & Lee, Y. H. (2006). Stationarity and major league baseball attendance 

analysis. Journal of Sports Economics, 7 (4), 408-415. 

Fethi, M. D., Fethi, S., & Katircioglu, S. T. (2006). Estimating the size of the Cypriot 

Underground economy: A comparison with European experience. International 

Journal of Manpower, 27 (6), 515-534. 

Feige, E. L. (1979). How big is the irregular economy?. Challenge, 11-12 (1979),5–13. 

Feld, L. P., & Schneider, F. (2010). Survey on the shadow economy and undeclared 

earnings in OECD countries. German Economic Review, 11 (2), 109-149. 



251 

 

Ferwerda, J., Deleanu, I., & Unger, B. (2010). Reevaluating the Tanzi-model to estimate 

the Underground Economy. Tjalling C. Koopmans Research Institute, Discussion 

Paper, 10 (4), 1-29. 

FiroozAbadi, S. R., Razmi, M. J., & Bahmani, M. N. D. (2015). Examining the Effective 

Social and Economic Factors on Underground Economy.Mediterranean Journal of 

Social Sciences, 6(3), 525-534.  

Forstenlechner, I., & Rutledge, E. (2010). Unemployment in the Gulf: time to update the 

“social contract”. Middle East Policy, 17 (2), 38-51. 

Freund, C., & Spatafora, N. (2008). Remittances, transaction costs, and informality. 

Journal of Development Economics, 86(2), 356-366. 

Fugazza, M., & Jacques, J. F. (2004). Labor market institutions, taxation and the        

underground economy. Journal of Public Economics, 88(1), 395-418. 

Gandolfo, G. (1981). Quantitative analysis and Econometric estimation of continuous 

time Dynamic. North-Holland Publishing Company, Amsterdam. Retrieved              

from: http://makta ba.ku.ac.ke/cgi-bin/koh pacdetail.pl?biblionumber=64644. 

Gani, A. (2015). Oman’s Entry to the World Trade Organisation, Trade Liberalisation 

and Trade Achievements. Atlantic Economic Journal, 43(1), 123-134. 

General Secretary of GCC countries-GSGCC. (2007). Study on the structures of 

government revenues systems in the GCC countries over the period of 1970-2003. 

Department of the Economic Affairs Studies, Al-Riyadh, Saudi. November 7, 2007.   

http://www.gcc-sg.org/index3ad1.html?Sub=ShowOne&T=A 

http://www.gcc-sg.org/index3ad1.html?Sub=ShowOne&T=A


252 

 

General Secretary of GCC countries-GSGCC. (2004). Study on the outflow of money 

remitted by foreign workers in the GCC countries over the period of 1975-2001: 

Its determinants and economic effects. Department of the Economic Affairs 

Studies, Al-Riyadh, Saudi. August, 2004. Retrieved from: http://sites.gcc-

sg.org/DLibrary/index.php?action=ShowOne&BID=69.  

Ghali, K.H.(1997). Government spending and economic growth in Saudi Arabia. 

Journal of Economic Development, 22(2), 165-172. 

Garratt, A., Kevin, L., Pesaran, M. H., & Shin, Y. (2003). A long run structural 

macroeconometric model of the UK, Economic Journal, 113 (487), 412–455. 

Georgiou, G. M. (2007). Measuring the size of the informal economy: a critical review. 

Central Bank of Cyprus, Occasional Paper in Economics, 7 (01), 1- 40. 

Gujarati, D. N. (2004). Basic Econometrics. Fourth edition, McGraw-Hill. New York. 

Gutmann, P. M. (1977). The subterranean economy. Financial Analysts Journal, 

33(6), 26-34. 

Gulf Investment Cooperation-GIC.(2012). Employment and Unemployment in the GCC: 

Executive Summary. GIC Monthly Economic Review, GICMER – Special Issue, 

Septemper, 2012. Retrieved from: 

https://www.gic.com.kw/site_media/uploads/eng_unemployment.pdf. 

Giles, David E. A. (1999). The rise and fall of the New Zealand underground economy: 

are the responses symmetric?.Journal of Applied Economics Letters, 6(3), 185-

189.  

http://sites.gcc-sg.org/DLibrary/index.php?action=ShowOne&BID=69
http://sites.gcc-sg.org/DLibrary/index.php?action=ShowOne&BID=69
https://www.gic.com.kw/site_media/uploads/eng_unemployment.pdf
http://www.econbiz.de/Search/Results?lookfor=%22Giles%2C+David+E.+A.%22&type=Author&limit=20


253 

 

Gillman, C., & Kejak,M. (2006). Accounting for Corruption: Taxes, the Shadow 

Economy, Endogenous Growth and Inflation. Meeting Papers, Society for 

Economic Dynamics No. 402. 

Greenidge, K., Holder, C., & Mayers, S. (2009). Estimating the Size of the Informal 

Economy in Barbados. Journal of Business, Finance & Economics in Emerging 

Economies, 4 (1), 196 -227. 

Gregory, A. W., & Hansen, B. E. (1996a). Residual-based tests for cointegration in 

models with Regime shifts. Journal of Econometrics, 70 (1), 99-126. 

Gregory, A. W., Nason, J. M., & Watt, D. G. (1996). Testing for structural breaks in 

cointegrated Relationships. Journal of Econometrics, 71 (1), 321-341. 

Gregory, A. W., & Hansen, B.E. (1996b.) Testing for Cointegration in Models with 

Regime and Trend Shifts. Oxford Bulletin of Economics and Statistics, 58(3), 555-

560. 

Glynn, J., Perera, N., & Verma, R. (2007). Unit root tests and structural breaks: a survey 

with   Applications. Journal of Quantitative Methods for Economics and Business 

Administration, 3 (07), 63-79. 

Gulzar, A., Junaid, N., & Haider, A. (2010). What is hidden, in the Hidden Economy of 

Pakistan? Size, Causes, Issues, and Implications. The Pakistan Development    

Review, 49 (4), 665-704. 

Haque, S., T. (2013). Underground Economy of Bangladesh: An Econometric Analysis. 

Research Study Series No. FDRS 01/2013.  

http://www.economicdynamics.org/society.htm
http://www.economicdynamics.org/society.htm


254 

 

Harris, R. (1996). Using cointegration analysis in econometric modeling. Hemel 

Hempstead, England: Harvester Wheatsheaf, Prentice Hall. 

Harvie, C., & Pahlavani, M. (2006). Sources of economic growth in South Korea: an 

application of the ARDL Analysis in the presence of structural breaks–1980-2005. 

Department of Economics, University of Wollongong, Working Paper No. 06-17. 

Harrison, M. (2010). Report on Taxation and the GCC States. Gulf One Lancaster 

Centre for Economic Research. Lancaster University Management School, 

Lancashire. Retrieved from:http://www.gulf1bank.com/pdf/Taxation and the GCC 

States October.pdf. 

Hasan, M. M., & Alogeel, H. (2008). Understanding the inflationary process in the GCC 

region: The case of Saudi Arabia and Kuwait. IMF Working Papers, 1-37. 

Hassan, M. K., & Suk-Yu, J. (2010). A re-examination of the US underground economy: 

size, Estimation, and policy implications. Networks Financial Institute Working 

Paper No. WP-04. 

Hemachandra, W. M. (2009). Financial is deepening and its implications on savings and 

Investments in Sri Lanka. The official journal of the Central Bank of Sri Lanka, 

Stuff studies, 33 (1-2), 15-32. 

Hernandez, M. A. (2009). Estimating the Size of the Hidden Economy in Peru: A 

Currenc Demand Approach. Revista de Ciencias Empresarialesy Economia, 8(1), 

85-104.  

http://www.gulf1bank.com/pdf/Taxation%20and%20the%20GCC%20States%20October.pdf
http://www.gulf1bank.com/pdf/Taxation%20and%20the%20GCC%20States%20October.pdf


255 

 

Hertog, S. (2012). A comparative assessment of labor market nationalization policies in 

the GCC. In: Hertog, Steffen, (ed.) National employment, migration and education 

in the GCC. The Gulf Region: economic development and diversification. 4. 

Gerlach Press, Berlin, Germany. 

Hvidt, M.(2013). Economic diversification in the GCC countries-past record and future 

trends: Kuwait Programme on Development, Governance and Globalisation in the 

Gulf States. The London School of Economics and Political Science. Research 

Paper No. 27. 

Hwang, J. K. (2002). The demand for money in Korea: Evidence from the cointegration 

test. International Advances in Economic Research, 8 (3), 188-195. 

Ibrahim, S. (2009). East Asian financial integration: A cointegration test allowing for 

structural break and the role of regional institutions. International Journal of 

Economics and Management, 3(1), 184-203. 

International Monetary Fund (IMF). (2012). Regional economic outlook. Middle East 

and Central Asia, World economic and financial surveys, November 2012. 

Washington. 

Johnson, S., Kaufmann, D., & Zoido-Lobaton, P. (1998). Regulatory discretion and the 

unofficial economy. The American Economic Review,88(2), 387-392. 

Kandil, M., & Morsy, H. (2011). Determinants of Inflation in GCC. Middle East 

Development Journal, 3(02), 141-158. 



256 

 

Kern, S. (2012). GCC financial markets: Long-term prospects for finance in the Gulf 

region. Deutsche Bank Research. Current Issues. November 14, 2012. 

Kemal, M. A. (2007). A Fresh Assessment of the Underground Economy and Tax 

Evasion in Pakistan: Causes, Consequences, and Linkages with the Formal 

Economy. University Library of Munich, Germany, MPRA Working Papers No.  

2007-13.  

Khamis, M. Y., Al-Hassan, A., & Oulidi, N. (2010). The GCC banking sector: 

Topography and analysis. International Monetary Fund, Working Paper No. 10-

87.  

Khadria, B.(2010). Paradigm shifts in India’s migration policy toward the Gulf: 

Viewpoints, Migration and the Gulf. Middle East Institute, 2(2010): 67-69. 

Krolzig, H. M., & Hendry, D. F. (2001). Computer automation of general-to-specific 

model selection procedures. Journal of Economic Dynamics and Control, 25 (6), 

831-866. 

Krolzig, H. M., & Hendry, D. F. (2005). The properties of automatic gets modelling. The 

Economic Journal, 115(502), C32-C61. 

Kumar, S. &Webber, D. J. (2013). Australasian money demand stability: application of 

structural break tests. Journal of Applied Economics, 45 (8), 1011-1025.  

Kumar, S., Webber, D. J., & Fargher, S. (2013). Money demand stability: A case study 

of Nigeria. Journal of Policy Modeling, 35(6), 978-991. 



257 

 

Lee, J., & Strazicich, M. C. (2003). Minimum Lagrange multiplier unit root test with 

two Structural breaks. Review of Economics and Statistics, 85(4), 1082-1089. 

Leghari, F. (2006). Narcotics Trafficking to the Gulf States. Security and Terrorism: 

Soft Security in the Gulf. Gulf Research Center, 11(4), 16-19. 

Loayza, N. V. (1996). The economics of the informal sector: a simple model and some 

empirical Evidence from Latin America. In Carnegie-Rochester Conference Series 

on Public Policy (Vol. 45, pp. 129-162). North-Holland. 

Looney, R. E. (1986). Socio-economic tradeoffs in Saudi Arabia's third five year plan 

(1980–1985). Socio-Economic Planning Sciences, 20(4), 181-192. 

Looney, R.E.(1992). Deducing budgetary priorities in Saudi Arabia: The impact of 

defense expenditures on allocations to socio-economic programms. Journal of 

Buplic Badgeting and Financial Management, 4(2): 311-326. 

Looney, R. (2004). Saudization and Sound Economic Reforms: Are the Two 

Compatible?. Strategic Insights Journal, 3(2),1-10. 

Looney, R. E. (2009). The Omani and the Bahraini paths to development: Rare and 

contrasting oil-based economic success stories. Achieving Development Success: 

Strategies and Lessons from the Developing World, Research paper / UNU-

WIDER, No. 2009.38, ISBN 978-92-9230-209-2  

Macias, J. B., & Cazzavillan, G. (2009). The dynamics of parallel economies. Measuring 

the Informal sector in Mexico. Research in Economics, 63 (3), 189-199. 



258 

 

Macias, J. B., & Cazzavillan, G. (2010). Modeling the informal economy in Mexico. a 

structural equation approach. The Journal of Developing Areas, 44(1), 345-365. 

Makochekanwa, A. (2013). Measuring the second economy in Zimbabwe. Botswana 

Journal of Economics, 10 (14), 27-58. 

Mashood, N., Verhoeven, H., & Chansarkar, B. (2009, April). Emiratisation, 

Omanisation and Saudisation–common causes: common solutions?. In 

Proceedings of the Tenth International Business Research Conference, Crowne 

Plaza Hotel, Dubai, 16-17 April. Butterworth Heinemann. 

Marashdeh, H., & Shrestha, M. B. (2008). Efficiency in emerging markets-evidence 

from the Emirates securities market. European Journal of Economics, Finance and 

Administrative Sciences, 10(12), 143-150. 

Maurin, A., Sookram, S., & Kent Watson, P. (2006). Measuring the size of the hidden 

economy in Trinidad & Tobago, 1973–1999. International Economic Journal, 

20(3), 321-341. 

McCormick, B., & Wahba, J. (2000). Overseas employment and remittances to a dual 

economy.The Economic Journal, 110 (463), 509-534. 

Mezu, R. (2008). Tax Planning International:Special Report on Tax Planning in Dubai 

(06/08).The Cragus Group, UAE,The Bureau of National Affairs. Retrieved 

from:http://www.cragus.com/news/Offshore_dubai_BNA-June08.pdf.  

http://www.cragus.com/news/Offshore_dubai_BNA-June08.pdf


259 

 

Ministry of of Emirati Economy. (1990-2011). Annual Economic Reports of the UAE’s 

Economy for the period of 1990-2011. Retrieved 

from:http://www.economena.com/data-catalog/view6488/. 

Ministry of Economy and Finance of  Qatari. (2011). The Qatari Income Tax Law No. 

21, issued on 17 November, 2009. Retrivied from: 

http://www.wipo.int/wipolex/en/text.jsp?file_id=236934. 

Naithani, P., & Jha, A. N. (2009). Challenges faced by expatriate workers in Gulf 

Cooperation Council countries. International Journal of Business and 

Management, 5(1), 98.  

Naufal, G., S., & Termos, A. (2009). The responsiveness of remittances to the oil price: 

the case of the GCC. IZA Discussion Papers, No. 4277. Retrieved from         

http://ftp.iza.org/dp4277.pdf. 

Naufal, G., S., & Termos, A. (2010). Remittances from the GCC Countries: A Brief 

Outlook. Migration and the Gulf, Middle East Institute, Washington, DC, 1 

(2010), 37-41. Retrieved from: 

http://www.voltairenet.org/IMG/pdf/MigrationandtheGulf .pdf. 

Naufal, G.S., & Vargas-Silva,C.(2010). Remitters in Dubai. Swiss Society of Economics 

and Statistics, 146 (4), 769–780.  

Naufal, G., S. (2011). Labor migration and remittances in the GCC. Journal of Labor 

History, 52(3), 307-322.  

http://ftp.iza.org/dp4277.pdf
http://www.voltairenet.org/IMG/pdf/MigrationandtheGulf%20.pdf


260 

 

Naufal, G., & Genc, I. (2012). Expats and the labor force: The Story of the gulf 

cooperation council countries. Palgrave Macmillan. 

Nikopour, H. (2003). Measuring the size of Underground Economy in Iran with 

emphasis on the incentives for evasion of insurance premium payment (1961–

2001). University Library of Munich, Germany, MPRA Paper No. 13176. 

Retrieved from http://mpra.ub.uni-muenchen.de/13176.  

Olson, D., & Zoubi, T. A. (2008). Using accounting ratios to distinguish between 

Islamic and Conventional banks in the GCC region. The International Journal of   

Accounting, 43 (1), 45-65. 

Omotor, D. G., & O motor, P. E. (2011). Structural Breaks, Demand for Money and 

Monetary Policy in Nigeria. Ekonomski pregled, 62 (9-10), 559-582. 

Peterson, J. E. (2004). Oman: Three and a Half Decades of Change andc Development. 

Middle East Policy, 11(2), 125-137. 

Pasinetti, Luigi L. (1981). Structural Change and Economic Growth. Cambridge 

University    Press, Cambridge. 

Patterson, K. D. (2000). An Introduction to Applied Econometrics: a time series 

approach. Macmillan press. 

Pedersen, S. (2003).  The shadow economy in Germany, Great Britain and Scandinavia: 

A Measurement based on questionnaire surveys. The Rockwool Foundation 

Research Unit, Paper No.10.   

http://econpapers.repec.org/scripts/redir.pf?u=http%3A%2F%2Fmpra.ub.uni-muenchen.de%2F13176%2F;h=repec:pra:mprapa:13176


261 

 

Perron, P. (1989). The great crash, the oil price shock, and the unit root hypothesis. 

Econometrica: Journal of the Econometric Society, 57 (6), 1361-1401. 

Perron, P. (1997). Further evidence on breaking trend functions in macroeconomic 

variables. Journal of Econometrics, 80 (2), 355-385. 

Perazzi, J. R., Merli, G. O., & Paredes, L. C. (2010). The Size of the Informal Economy 

in Venezuela. El Norte: The Finnish Journal of Latin American Studies, 5 (12), 1-

12. 

Permanent Population Committee of GCC Countries. (2008). Unemployment in 

GCCcountries: strategy toward restricting its impact. Papers presented at the 

Conference of Permanent Population Committee of GCC Countries on 

Unemployment, organized by Gulf Cooperation Council, Doha City,(21-23 

October 2008),Qatar. 

Pickhardt, M., & Pons, J. S. (2006). Size and Scope of the Underground Economy in 

Germany, Applied Economics, 38 (14), pp. 1707–13.   

Rahman, A. (2013). Expatriate work force in the gulf cooperative council [GCC] 

countries: a short perspective. International Journal of Human Resources 

Management (IJHRM), 2 (2), 27-34. 

Ramady, M.A.(2010). The Saudi Arabian economy: Policies, achievements, and 

challenges. New York, USA.: Springer Science & Business Media. 



262 

 

Ramirez, M.,D.,&  Sharma, H.(2009). Remittances and Growth in Latin America: A 

Panel Unit Root and Panel Coitegration Analysis. Economic Studies of 

International Development, 9 (1), 5-36. 

Rao, B., B.,Singh, R., & Kumar, S. (2010). Do we need time series Econometrics?. 

Applied Economics Letters, 17(7), 695-697. 

Razgallah, B. (2008). The Macroeconomics of Workers’ Remittances in GCC Countries.  

Economic Research Forum, Arab Monetary Fund, Working Paper No.410., 

Retrieved from: http://www.erf.org.eg/CMS/uploads/pdf/1213518033   410.pdf.  

Robins, P. (2014). Narcotic Drugs in Dubai: Lurking in the Shadows. British Journal of 

Middle Eastern Studies, 41(2), 151-166. 

Sadi, M. A. (2013). The Implementation Process of Nationalization of Workforce in 

Saudi Arabian Private Sector: A Review of “Nitaqat Scheme”. American Journal 

of Business and Management, 2(1), 37-45. 

Saidi, N., Scacciavillani, F., Prasad, A., & Ali, F. (2009). Inflation in the GCC: an 

Analysis of the Causes and Implications for Monetary Policy. Dubai International 

Financia Centre, Economic Note No.5. 

Saif, I. (2009). The Oil Boom in the GCC Countries, 2002-2008: Old Challenges, 

Changing Dynamics. Carnegie Endowment for International Peace, 15 (3), 1-29. 

Saunders, S., & Loots, E. (2005). Measuring the informal economy in South Africa: 

economics. South African Journal of Economic and Management Sciences, 8 (1), 

92-101. 

http://www.erf.org.eg/CMS/uploads/pdf/1213518033%20%20%20410.pdf


263 

 

Saudi Arabian Monetary Agency-SAMA. (1980-2011). The Annual Economic Reports 

on the Latest Economic Development of the Saudi Economy for the period of 

1980-2011. Retrieved from: http:// www.sama.gov.sa. 

Saudi Arabian Monetary Agency-SAMA. (2014). The 46th Annual Economic Reports 

on the Latest Economic Development of the Saudi Economy in 2014. Retrieved 

from: http:// www.sama.gov.sa. 

Schneider,F., & Savasan,F.( 2007). Dymimic Estimates of the Size of Shadow 

Economies of Turkey and of Her Neighboring Countries. International Research 

Journal of Finance and Economics, 9(5), 126-143.  

Schneider, F. (2002). Size and measurement of the informal economy in 110 countries. 

In Workshop of Australian National Tax Centre, ANU, Canberra. 

Schneider, F. (2006). Shadow economies around the world: what do we really know? . 

European Journal of Political Economy, 21 (3), 598-642.  

Schneider, F. (2005). Shadow Economies of 145 Countries all over the World: What do 

we really know?. Centre for Research in Economics, Management and the Arts, 

Working Paper No. 13.  

Schneider, F. (2011). The shadow economy and shadow Economy labor force: What do 

we (not) know?. Institute for the Study of Labor (IZA), Discussion paper series No. 

5769.   

http://www.internationalresearchjournaloffinanceandeconomics.com/ISSUES/Pages%20from%20irjfe%209-10%20friedrich.pdf
http://www.internationalresearchjournaloffinanceandeconomics.com/ISSUES/Pages%20from%20irjfe%209-10%20friedrich.pdf
http://www.sciencedirect.com.eserv.uum.edu.my/science/article/pii/S0176268004001107


264 

 

Schneider, F., & Enste, D. (2000). Shadow economies: Size, causes, and consequences. 

The Journal of Economic Literature, American Economic Association, 38 (1), 77–

114. 

Schneider, F., & Enste, D. (1999). Shadow economies: Size, causes, and consequences. 

CESifo Working paper No. 196. 

Schneider, F., & Klinglmair, R. (2004a). Shadow economies around the world: What do 

we know?. Center for Research in Economics, Management and the Arts, Working 

Paper No. 03.  

Schneider, F., & Klinglmair, R. (2004b). Shadow economies around the world: What do 

we know?. Institute for the Study of Labor (IZA), Discussion paper series No. 

1043. 

Schneider, F., & Buehn, A. (2013). Estimating the Size of the Shadow Economy: 

Methods,   Problems and Open Questions. CESifo Working Paper No. 4448. 

Schneider, F., Buehn, A., & Montenegro, C.E. (2010). New Estimates for the Shadow 

Economies all over the World. International Economic Journal, 24 (4), 443–461. 

Schneider, F. (2012). The shadow economy and work in the shadow: What do we (not) 

know?. Institute for the Study of Labor (IZA), Discussion paper series No. 6423.  

Schneider, F. (2004c). The Size of the Shadow Economies of 145 Countries all over the 

World: First Results over the Period 1999 to 2003. Institute for the Study of Labor 

(IZA), Discussion paper series No. 1431.  



265 

 

Schneider, F. G., Chaudhuri, K., & Chatterjee, S. (2003). The Size and Development of 

the Indian Shadow Economy and a Comparison with other 18 Asian Countries: An 

Empirical Investigation. Department of Economics, Johannes Kepler University 

Linz, Austria, working paper No.0302. 

Schneider, F., & Bajada, C. (2003). The size and development of the shadow economies 

in the Asia-Pacific. Department of Economics, Johannes Kepler University 

Linz,Austria, working paper No.0301. 

Schneider, F., & Dell'Anno, R. (2004). The Shadow Economy of Italy and other OECD 

Countries: What do we know?. Journal of public finance and public choice 

Economia delle scelte pubbliche, 21(2), 97-120. 

Schneider, F. (1994). Measuring the size and development of the shadow economy: Can 

the causes be found and the obstacles be overcome? In Hermann Brandstaetter and 

Werner Guth, eds. Essays on Economic Psychology. Berlin: Springer, 193-212. 

Shediac, R., & Samman, H. (2010). Meeting the Employment Challenge in the GCC 

Challenge in the GCC: The Need for a Holistic Strategy. Booz & Company 

Ideation Center Insight, Report No.3. 

Schneider, F., & Hametner, B. (2007). The shadow economy in Colombia: size and 

effects on Economic growth. Department of Economics, Johannes Kepler 

University of Linz, Working Paper No. 0703. 



266 

 

Schneider, F. and B. Hametner, 2014. The shadow economy in Colombia: Size and 

effects on economic growth. Peace Economics, Peace Science and Public Policy, 

20(2): 293-325. 

Schwenken, H., & Heimeshoff,L. (2011). Domestic workers count: Global data on an 

ofter invisible sector. Kassel University press GmbH, Germany. 

Schwert, G. W. (1989). Tests for unit roots: A Monte Carlo investigation. Journal of 

Business & Economic Statistics, 20(1), 5-17. 

Shah, N. M. (2009). The management of irregular migration and its consequence for 

development: Gulf Cooperation Council. International Labor Organization, 

working paper No. 431863. Retrieved 

from:http://www.ilo.org/wcmsp5/groups/public/---asia/---ro 

bangkok/documents/publication/wcms_105105.pdf. 

Shah, N. M. (2013). Labour Migration from Asian to GCC Countries: Trends, Patterns 

and Policies. Middle East Law and Governance, 5(1-2), 36-70. 

Silvia, J., & Iqbal, A. (2011). Profits: Mean Diverting with High Volatility. International 

Journal of Economics and Finance, 3(2), 200-211. 

Singh, P., & Pandey, M. K. (2009). Structural break, stability and demand for money in 

India. University Library of Munich, Germany, MPRA Paper No.763. Retrieved 

from: http://mpra.ub.uni-muenchen.de/15425/1/MPRA_paper_15425.pdf. 

http://mpra.ub.uni-muenchen.de/15425/1/MPRA_paper_15425.pdf


267 

 

Sturm, M., Strasky, J., Adolf, P., & Peschel, D. (2008). The Gulf Cooperation Council   

Countries-Economic Structures, Recent Developments and Role in the Global 

Economy. ECB Occasional Paper No.92.  

Taghavi, M. (2012). The Impact of Workers’ Remittances on Macro Indicators: The case 

of the Gulf Cooperation Council. Middle Eastern and African Economies, 14 (9), 

49-73.  

Tanzi, V. (1980). Underground economy and tax evasion in the United States: estimates 

and implication, Banca Nazionale del Lavoro Quarterly Review, 32(35), 427-53 

Tanzi, V. (1982). Underground economy and tax evasion in the United States: Estimates 

and implications. In Vito Tanzi, V. (1
st
 Ed). The underground economy in the 

United States and abroad, 69-92. Lexington, MA: Lexington Books.  

Tanzi, V. (1983). The underground economy in the United States: annual estimates, 

1930-1980,  International Monetary Fund(IMF) Staff Papers, 30(2), 283-305. 

Thomas, J. (1999). Quantifying the black economy: Measurement without theory’yet 

again?.   The Economic Journal, 109(456), 381-389. 

The World Bank Factbook. (2011). Migration and Remittances Factbook 2011: 2nd 

Edition, The International Bank for Reconstruction and Development, World 

Bank, Washington,USA. Retrieved from: http://siteresources.worldbank. 

org/INTLAC /Resources/Factbook2011-Ebook. pdf.  



268 

 

Tedds, L. (2004). Revisiting the Latent Variable/MIMIC Model Approach to Measuring 

the Size of the Canadian Underground Economy. Munich Personal RePEc 

Archive, Working Paper No. 4229.  

Termos, A., Naufal, G., & Genc, I. (2013). Remittance outflows and inflation: The case 

of the GCC countries. Economics Letters, 120 (1), 45-47. 

Terterov, M., & Shoult, A. (2005). Doing Business with Bahrain. GMB Publishing Ltd. 

Torgler, B. and F. Schneider(2009). The impact of tax morale and institutional quality 

on the shadow economy. Journal of Economic Psychology, 30(2), 228-245. 

Transparency International Berlin.(2008). The Global Coalition against Corruption, 

Regional Highlights: Middle East and North Africa, Corruption Perception Index 

(CPI) for 2008 Transparency Internation, International Secretariat, Germany. 

Retrieved from: http:// www.transparencia.org.es/IPCCB4s/IPC2008/OrienteMe 

dioyNortedeC31frica.pdf. 

Transparency International Bangladesh. (2009). Social Movement against Corruption, 

Corruption Perception Index (CPI) for 2009, Transparency International, 

International Secretariat, Germany. Retrieved from: http://ti-

bangladesh.org/CPI/CPI2009/CPI-2009-allDocs.pdf. 

Transparency International Berlin.(2010). The Global Coalition against Corruption, 

Corruption   Perceptions Index (CPI) for 2010, Transparency International, 

International Secretariat, Germany. Retrieved from:http://www.locationselector. 

com/images/stories/ featuredreports/CPIreportForWeb.pdf. 

http://ti-bangladesh.org/CPI/CPI2009/CPI-2009-allDocs.pdf
http://ti-bangladesh.org/CPI/CPI2009/CPI-2009-allDocs.pdf


269 

 

Valadkhani, A., Layton, A. P., & Pahlavani, M. (2005). Multiple Structural Breaks in 

Australia’s Macroeconomic Data: An Application of the Lumsdaine and Papell 

Test.  International Journal of Applied Econometrics and Quantitative Studies. 23 

(5), 31-44. 

Verbeek, M. (2004). A guide to modern econometrics. 2nd ed., John Wiley & Sons. 

Verma, R. (2007). Savings, Investment and Growth in India: An Application of the 

ARDL Bounds Testing Approach. South Asia Economic Journal, 8 (1), 87-98. 

Winckler, O. (2010).Labor Migration to the GCC States: Patterns, Scale, and Policies. 

Migration and the Gulf, Middle East Institute, Washington, DC, 1 (2010), 8-12. 

Retrieved from: http://www.voltairenet.org/IMG/pdf/MigrationandtheGulf .pdf. 

World Bank Data. (2013). World Development Indicators: Economic indicators and 

Statistics on the Omani economy. Retrieved from: http://api.worldbank.org. 

World Bank Data. (2015). World Development Indicators: Economic indicators and 

Statistics on the Kuwaiti economy. Retrieved from: http://api.worldbank.org. 

World Bank Data. (2015). World Development Indicators: Economic indicators and 

Statistics on the Qatari economy. Retrieved from: http://api.worldbank.org. 

World Bank Data. (2010). World Development Indicators: Economic indicators and 

Statistics on the inflation rates in the GCC countries. Retrieved from: 

http://api.worldbank.org. 

World Bank Data. (2013). World Development Indicators: Economic indicators and 

Statistics on the GCC economies. Retrieved from: http://api.worldbank.org. 

http://www.voltairenet.org/IMG/pdf/MigrationandtheGulf%20.pdf
http://api.worldbank.org/
http://api.worldbank.org/
http://api.worldbank.org/
http://api.worldbank.org/
http://api.worldbank.org/


270 

 

World Bank Data. (2014). World Development Indicators: Economic indicators and 

Statistics on the Saudi economy. Retrieved from: http://api.worldbank.org. 

Yasmin, B., & Rauf, H. (2004). Measuring the Underground Economy and its Impact on 

the Economy of Pakistan. The Lahore Journal of Economics, 9 (2), 93-106. 

Yoke-Kee, E., Chin-Yoong, W., & Habibullah, M.S. (2007). Fiscal Regime and 

Estimates of the Underground Economy in Malaysia:  The Currency Demand 

Approach in Dynamic General Equilibrium Model. Paper  Presented at  the  

International  Economic  Conference  on Trade and Industry  in  Trade  and  

Industrial Development:  Contemporary  Challenges  and  Policies,  Organized  by 

Universiti  Utara  Malaysia, Bayview City Hotel, (Penang, 3 -5 December 2007), 

Malaysia. 

Zangeneh, H. (2007). An Estimate of Iran’s Underground Economy: A Monetary 

Approach. University Library of Munich, Germany, MPRA Paper No.26619.  

Ziaei, S. M. (2013). Evaluating the effects of monetary policy shocks on GCC countries. 

Economic Analysis & Policy, 43 (2), 195-215. 

Zivot, E., & Andrews, D. W. K. (1992). Further evidence on the great crash, the oil-

price shock, and the unit-root hypothesis. Journal of Business & Economic 

Statistics, 10 (1), 251-270. 

 

 

 

http://api.worldbank.org/

	COPYRIGHT
	TITLE PAGE
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATI
	CHAPTER ONE: INTRODUCTION
	1.1 Background of the Study
	1.2 Problem Statement
	1.3 Research Questions
	1.4 Objectives of the Study
	1.5 Hypotheses of the Study
	1.6 Significance of the Study
	1.7 Scope of the Study
	1.8 Organization of the Thesis

	CHAPTER TWO: BRIEF OVERVIEW OF THE GCC ECONOMIES
	2.1 Introduction
	2.2 Conclusion

	CHAPTER THREE: LITERATURE REVIEW
	3.1 Introduction
	3.2 Conceptual and Theoretical Framework of the Underground Economy
	3.3 Selected Review of Previous Studies
	3.4 An Overview of Currency Demand Approach Evolution
	3.5 Gaps in the Literature
	3.6 Conclusion

	CHAPTER FOUR: RESEARCH METHODOLOGY
	4.1 Introduction
	4.2 Model Specification of Currency Demand Approach
	4.3 Unit Root Test and Structural Break Issue
	4.4 Unit Root Test with one Structural Break
	4.5 Gregory and Hansen’s Cointegration Test with a Structural Break
	4.6 Short-Run Estimation
	4.7 Estimation of the Underground Economy
	4.8 Sources of Data and Interpolation Process
	4.9 Conclusion

	CHAPTER FIVE: EMPIRICAL RESULTS AND FINDINGS
	5.1 Introduction
	5. 2 Saudi Arabia’s Empirical Results
	5.3 Qatar’s Empirical Results
	5.4 United Arab Emirates’s Empirical Results
	5.5 Kuwait’s Empirical Results
	5.6 Oman
	5.7 Conclusion

	CHAPTER SIX: SUMMARY AND GENERAL CONCLUSION
	6.1 Summary
	6.2 Macroeconomic Policy Implication of the Underground Economy
	6.3 Recommendations for Future Research
	6.4 Limitation of the Study

	REFERENCES



