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Measuring the Illegal Economy and Implication
for Public Policy

Nualnoi Treerat

ABSTRACT

This artical aims to discuss the methods used to measure the size of illegal
economy in Thailand and their implications for public policy. The paper compares 3
studies: (1) Friedrich Schneider. 2001. “The Size and Development of the Shadow
Economies and Shadow Labor Force of 18 Asian and 21 OECD Countries: First Results
for the 90s” (2) Pasuk Phongpaichit, Sungsidh Piriyarangsan and Nualnoi Treerat.
1998. Guns Girls Gambling Ganja: Thailand’s Illlegal Economy and Public Policy. and
Naulnoi Treerat. 2003. “Household Survey: Gambling Experience and Attitude on
Gambling Policy. The first study estimates the size of the shadow economies which
not inculde in the gross domestic product (GDP). This hidden part is variously called
the underground economy, black economy, hidden economy, shadow economy, informal
economy or parallel economy. Such activities include wvarious activities, such as illegal
activities, tax evasion, income from corruption and informal sector activities. The second
study measures and emphasizes on six major illegal activities, including gambling,
prostitution, drugs, arms trading, oil smuggling and trafficking in people. And the
third study focuses on household gambling behaviour. With different objectives and
resource used, these studies employ different methods. This led to the difference in the

policy implications.
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< a ° o a
@1579%1 1 TUNIAIDAUATHFNAWN (shadow economy) uarmAIIRUlUIATEIAAWY 189

18 (ArsgRalueisuazlndiAes

FUNAADVLAIFINT ruanitssusesuluiAsugie
(% of official GDP) N (Fhw.ﬁu 1998/99)
Usznd aag \ady Wdy | sSwaw | %wee | % uas
1989/90 [ 1994/95 | 1998/99 (AW (81u)| fi1ds | Ustwng
L9991
Mlu
N19N13
1. DAAATIAL 10.1 13.5 14.1 0.81 8.1 4.3
2. 1NARVIA 26.2 30.2 34.6 17.72 27.7 14.1
3. AU # 10.2 13.1 152.43 20.5 12.3
4. 94N4 13.0 15.3 16.4 0.46 13.2 8.1
5. BuLAe 18.1 20.3 22.4 117.23 27.2 1.9
6. Bulnilide 10.4 15.4 18.4 30.74 31.3 15.1
7. Bgsiea 14.3 17.1 21.4 0.51 16.7 8.2
8. Ju 8.8 10.6 1.1 4.76 7.1 3.8
9. \MUALA 19.4 22.4 26.5 4.51 19.6 9.7
10. NLALTE 26.4 28.3 30.7 2.25 25.1 10.1
11. wiha 32.6 33.4 37.2 3.34 30.4 14.4
12. HaTuaun 9.2 1.3 12.6 0.18 9.2 4.7
13. Unhanu 28.2 31.4 35.8 15.23 31.0 1.6
14. Wadtud 34.2 38.4 42.4 9.82 30.6 13.0
15. Ramldf 9.4 1.2 13.2 0.21 10.2 6.3
16. ATAINN 30.4 35.3 43.4 2.54 31.3 13.3
17. lamau 15.3 17.4 19.2 1.95 14.5 8.7
18. lne 44.2 48.3 51.6 14.83 40.0 20.1
ladae (Lall&daaimin) 20.6 22.8 25.8 21.14 21.9 10.5

fiun: Friedrich Schneider. 2001, “The size and development of the shadow economy and shadow economy
labor force of 18 Asian and 21 OECD countries: first results for the 90s”. Paper prepared for the Asia
Pacific Finance Association (APFA) Conference 2001 “Rebuilding Our Financial Architecture”, held in

Bangkok, July 22-25, 2001, P. 6.
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“Measuring the Hidden Economy: Implications for Econometric Modelling”. Econometrics Working

Paper EWP 9809. Department of Economics, University of Victoria, Canada.
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