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Abstract 

The fight against the shadow economy represents a challenging aspect for all countries. Its 

harmful consequences, such as economic stagnation, deterioration of the criminal situation, an 

unhealthy competitive environment among entrepreneurs, and a high level of corruption are 

especially detrimental for developing countries, including Georgia. 

For many years, reducing the scale of the shadow economy has been a priority for Georgia. As a 

result of implemented reforms, indicators have been improved even though the process itself 

occurs to be quite slow. 

Due to the latent nature of the shadow economy, it is impossible to make exact measurements, as 

well as it is quite unattainable to determine its absolute rate. Contrary to this, it may be feasible 

to research its influencing factors. 

The paper aims to determine the influencing factors on Georgia’s shadow economy, including the 

impact of tax liberalization on its indexes, based on the analyzed literature, qualitative research - 

survey, and regressive and correlational study of statistical data. 

Within the paper, the influencing factors in the example of Georgia have been outlined, such as 

tax liberalization, the ineffectiveness of the imposed sanctions, severe social conditions, occupied 

territories and corruption risks. 

Key Words: Shadow economy, tax gap, influencing factors for the shadow economy, unscrupulous 

taxpayers, tax liberalization. 

 

 

 

 


