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This chapter emphasizes that the shadow economy is
“ne Achilles’ heel of a state (for instance, see Andjelkovi¢
2002, p. 407). A high level of the shadow economy repre-
sents a symptom of deeper disturbances in the economic
sructure, weak enforcement of laws, and bad function-
ng of institutions. The shadow economy is a response to
-eak functioning of authority (government) and state in
“ne sense of their incapability to enforce laws and regu-
:tions (Vujovic et al,, 2013, p. 6).
The problem of the shadow economy in Serbia is to
: certain extent more pronounced than in other East
Zuropean countries that have also undergone the tran-
2tion in government and economy considering the
ide range of causes and the specificity of the situation
o Serbia. Serbia has been in transition for a very long
me (extended transition characterized by stagnations

in privatization processes and the changes of princi-
ples in its implementation). In addition, the economic
growth rates in Serbia are low, the rule of law is at a
low level, the government institutions are caved in, the
law enforcement is weak, and there is a high level of
corruption,* among other factors. In addition to the
problems mentioned, Serbia is characterized by a high
unemployment rate, low quality of public services, low
tax-related moral and tolerant attitudes of the citizens

* The Corruption Perception Index (CPI) supports this fact. Serbia is at 72nd
position out of 177 in 2013, with index 42, compared to the countries in the
neighborhood that have taken much better positions. Slovenia is at 43rd
place, and at better ranked are also Croatia at place 57 and Montenegro
and Macedonia, both at place 67. The website in which this can be found
is the Corruption Perceptions Index 2013, Transparency International,
Brochure, http://cpi.transparency.org/cpi2013/results. Accessed July 20,
2014.
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