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Theoretical and empirical analysis of the economic effects of corruption:Developing
a method to measure'gray income"

CEN, Zhiwei
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The purpose of this study is to construct a method to estimate gray income as a
resultof corruption. We can summarize main results as follows. First of all, we theoretically pointed out
the problem in Wang®"s (2007,2010) estimation method (Engel’ s coefficient method), which is the leading
study about measurement of gray income. Using this method we found out that we needed certain specific
conditions to estimate gray income, we further noted that his method could not be applied to other data.
Second, we made a new statistical method to overcome above the problem and estimate gray income using
general data (CHIP2007). We found 1.9 billion yuan (41.0% of GDP) as aggregate estimated gray income. It
i1s larger than Wang' s estimation value.
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