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Abstract:
Many countries have pervasive corruption where government officials take bribes. Estimating
the size of the unofficial income by anticorruption agencies or scholars (beyond one’s legal
government salary) is difficult since bribes are largely unobserved except in the occasional
media reports of already exposed and possibly extreme cases of corruption. We propose a
way to systematically estimate the unofficial income based on house purchase information
under the assumption that if an official has unofficial income, he or she is likely to own a
more expensive house than some nonofficial with a comparable salary. We apply this idea to
China and infer that the amount of unofficial income for an average government official in the
data set to be 60.0% of his or her official permanent income. More interestingly, we find that
the unofficial income (as % of government salary) increases with the rank of the officials and
the relative importance of government agencies. We discuss reasons for why our estimates
may be a lower bound. We also find evidence that real estate companies offer discounts to
government officials when they purchase a house. The unofficial income would be even bigger
when taking into account the housing discount.
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