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Proper economic and social planning requires accurate and comprehensive
information on the general performance and components of the country's economy;
In most countries, however, parts of the economy, such as the shadow economy, are
not reported in national income reports due to their hidden nature. Therefore, one of
the concerns of policy makers is to identify the size of the shadow economy and use
strategies to reduce the size and control the impact of this sector on the overall
performance of other sectors of the economy. Accordingly, the main purpose of this
study is to investigate the net effect of the shadow economy on variables such as
human development index, economic openness index, income from natural
resources, effective tax rate, ratio of active population to total population, exchange
rate difference, energy consumption and so on. Specific variable is the quality of
life in the Iranian economy during the years 1973-2013. For this purpose, structural
equations have been fitted and modeled using time series variables and PLS
software. The results indicate that the shadow economy has the greatest impact on
the quality of life variable among the studied variables. This phenomenon, on the
one hand, generates income due to job opportunities and innovation, and thus has a
positive effect on quality of life. But on the other hand, it has a negative effect on
quality of life by increasing pollution, corruption and creating inequality.
Accordingly, the shadow economy has a dual effect on quality of life.
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