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Abstract

The main purpose of this article is to explore the phenomena of shadow economy in Russia.
And in the multiform shadow economy, the most topical issue in Russia today — corruption has
been chosen as the core of our analysis. Contents of this article can be divided into three parts:
first of all, the concepts of the shadow economy and corruption are defined. Meanwhile, the
development of the shadow economy in the late Soviet era is introduced as background
knowledge. In the second part, the evolution of the shadow economy during Russia’s transition
to market economy, as well as specific models of corruption are expounded. The third part
presents an analysis of the development of the shadow economy in Putin’s period, examines
corruption from different dimensions, and interprets the relations between shadow economy and

corruption.

In this article the shadow economy includes following three kinds of activities: household
economic activities, unofficial economic activities, and illegal economic activities. As one kind
of illegal economic activities, corruption of government officials has the most serious impact.
The shadow economy in Russia spread quickly in the last years of Soviet Union. Afterward
throughout the economic transition, owing to lack of essential institutions, market reforms
stimulated expansion of the scale of the shadow economy. Diverse shadow relations and
behaviors were also institutionalized in that period. While at the beginning of Putin’s regime,
because of the legacy of his predecessor, the scale of the shadow economy remained high, in
Putin’s first term the situations of the shadow economy and corruption indeed had been
improved. Nevertheless, due to deterioration of the quality of governance, problems in the
administrative system, and a decline in the level of democratic freedom, corruption again wildly
grew in his second term. Corruption is seen in this article as a primary institution of the shadow
economy and the root of illegal shadow economy. Thus it is considered in this article that
restraining illegal shadow economy must start from combating corruption, and few possible

methods of reducing corruption are purposed.

Keywords: Shadow economy, Underground economy, Corruption, Russia



