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TRENDS OF FUNCTIONING OF SHADOW ECONOMY IN GEORGIA

RAMAZ OTINASHVILI — Professor of GTU
VAKHTANG DATASHVILI — Professor of GTU

Article “Trends of Functioning of Shadow Economy in Georgia” states that the shadow economy is global
historical phenomenon showing up in all socioeconomic formations and results from the reasonable nature of the
economic relations. It should be considered as the flexible form of organization of business conditioning competi-
tion (unfortunately the shadow one as well), increasing the incomes of economically active population and allowing
them better satisfy their requirements.

Acceptable level of shadow economy is 5-6%. World practice shows that the economy achieves the critical
limit and loses ability of control if the share proportion of the shadow economy achieves 40-50 % of GDP.

In result of the reforms implemented in Georgia for recent period, the scales of shadow economy and corrup-
tion decreased at first glance, but most part of the population can not feel any positive outcomes. According to the
international practice reduction of the scale of shadow economy is always followed with improvement of popula-
tion life conditions and this is not the case in our country. Thus, we can suppose that the scales of shadow
economy have not reduced dramatically, rather it transformed into the new degree of institutionalization. The best
way for resolving of the problem of shadow economy is the political will of the government and existence of the
influential public opinion. If even one of two above components actually persists, though in the contradictory way,
but the reforms still go on. If none of the above exists, implementation of anti-corruption policies would turn into
populism.
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