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In this paper I have analysed the underground economy in Vietnam.
     Since 1976, Vietnam has experienced two economic systems: one is the centrally planned system and the other is the market system.  Based on this historical fact, I have reviewed the underground economy in Vietnam and identified qualitative features in each system such as the fact that the underground economy only existed in the service market in the market system, while it existed both in the goods market and in the service market in the centrally planned system.  This result reveals the possibility that the underground economy in the centrally planned system is bigger than that in the market system.

Next I estimated the scale of the underground economy in the period of the market system by using two methods based on the monetary approach: Gutmann’s method and Tangi’s method.  According to each method, the GDP in the underground economy is estimated to be about 10% of the official GDP.  Comparing the two methods, Tangi’s is better than Gutmann’s, because it introduces a function to explain which elements influence the demand of “dong”.  As a result, it becomes clear that the scale of the underground economy in Vietnam depends not on tax evasion but on potential unemployment.  However the estimate by the two methods still has some statistical defects.  Hence, to improve this estimate by the monetary approach, it is necessary to introduce quantities of gold and US dollars, because they are thought to circulate in the underground economy in Vietnam.
