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Abstract. In the era of digitalization of the world economy, the main resource is comprehensive, reliable, truthful and up-
to-date information. The field of the information technology has become a producer of innovations that are beginning to be
widely used outside their industry.The research paper considers the innovative blockchain technology, which has been tested
in the financial sector using cryptocurrency. Its scope is not limited to the financial sector, it creates social networks, online
voting systems, various applications for supply chain control, and etc. Generally, this technology is becoming a factor in the
transformation of relations 'state-business', 'business-business', 'population-state’, as well as a modern factor of economic
development at all hierarchical levels of the economy.The main task of blockchain technology was to ensure trust in society
that eliminates confidence by default, as trust is a necessary, but not sufficient, institutional factor for the development at the
different levels of the economic system. The paper presents the areas of application of blockchain technologies, most of which
were previously under the strict centralized state control, the advantages and disadvantages of this technology were identified.

Blockchain technology is being considered from two sides: in terms of its ability to ensure efficiency and productivity
at different levels of the national economy (efficiency function) and as an institutional technology - an innovative form of
economic coordination that will be an alternative to established conservative forms. The paper shows the practical application
of blockchain technology in Ukraine and prospects for its development.
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INTRODUCTION

The onset of the globalization process caused by the
COVID-19 pandemic has led to increase competition between
countries for economic development factors, including for-
eign direct investment, until the window of opportunity
closes. The formation of a modern structure of the economy
due to the intensification of technology transfer and renova-
tion is not possible without the use of modern technological
solutions and technical means. One of the most important
technologies today become blockchain technology.Expanding
the scope of its application will be able to increase the lev-
el of attractiveness of Ukraine among foreign investors, be-
cause in this essence, blockchain technology is characterized
by transparency, the ability to reduce transaction costs and
is associated with trust. No wonder 'The Economist' in 2015
called blockchain technology a "trustmachine". (The Econo-
mist, 2015).

Blockchain technology is actively tested in the financial
sector on the basis of cryptocurrencies, but is not limited
only this. Based on this technology, social networks, online
voting systems, various applications for supply chain control,
etc. are created. In addition, this technology can be a factor
in the transformation of relations '"state-business", "busi-
ness-business", "population-state". In other words, the main
transformation will be related to the possibility of delegating
to a computer program (algorithm) for conducting and certi-
fying transactions without the participation of third parties
(state, banks, other intermediaries), the results of which will
be trusted by all or the most economic entities (market). Ac-
cording to F. Fukuyama and due to the sociological research
in different countries of the world there is a steady decline
in the confidence in the main traditional social institutions
(Fukuyama, 2004). The main objective of blockchain technol-
ogy was to create trust in the environment, which eliminates
such expectation by default, since trust is a necessary, but not
sufficient, institutional factor for development at different
levels of the economic system.

The introduction of blockchain technology in the econ-
omy is widely discussed among politicians, economists,
lawyers, experts in the field of information and telecom-
munications technology, public administration.The study of
blockchain technology in recent years has been devoted to
the work of such scholars and practitioners as D. Tapscott, A.
Tapscott (Tapscott &Tapscott, 2016), G.W. Peters, E. Panayi
(Peters &Panayi,2016), M. Swan (Swan, 2015), Z. Zheng, S.
Xie, H. Daiand, H. Wang (Zheng, Xie, Dai & Wang, (2016), J.
Yli-Huumo, D. Ko, S. Choi, S Park, K. Smolander (Yli-Huumo,
Ko, Choi, Park & Smolander, 2016) and other researchers and
professionals. At the same time, the dynamics of the develop-
ment of innovative technologies requires their constant mon-
itoring, implementation and effective application as a factor
of economic development in the era of Industry 4.0.

The aim of the article is to study the world experience of
the blockchain technology application in various spheres of
the economy and to determine the potential of its use in the
economy of Ukraine.

In addition to the financial sector in terms of cryptocur-
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rency, blockchain technology is beginning to be used in many
different areas at the micro and macro levels of the national
economy. Peculiarities of this technology are: decentralized
data storage, immutability (impossibility of substitution) of
data, security, the presence of a consensus algorithm for
synchronization of distributed data. All these peculiarities
of blockchain technology are formalized in so-called smart
contracts, which provide speed, accuracy, trust, security and
economy.

As noted by Berg and others (Berg, ..., (2018), blockchain
technology can fundamentally change the way in which so-
cio-economic interactions are coordinated by decentralizing
those processes that involve public registries. If the State,
through authorized institutions, now centrally establishes
sets of rules governing our social and economic interactions,
in the future it can be hoped that blockchain as an alternative
form of keeping registers, can ensure transparency and audit-
ing in electronic voting and in governance in general. In gen-
eral, at the macro level, blockchain technology can be seen
on the one hand as an innovative general-purpose technol-
ogy that is undergoing its introduction into the economy, as
are other technologies such as computers or the Internet. On
the other hand, blockchain technology can be considered as
an institutional technology (Davidson,..., 2018), which creates
a new form of coordination of economic actions of groups
of people. As noted by other scholars (Markey Towler, 2018),
from this point of view, the blockchain is not just a technol-
ogy, but a new type of economy that allows you to create
"autonomous organizations" with constitutional market and
governmental properties. This is, in any case, a challenge for
Governments in the evolution of society.

Blockchain technology is actively developing and will at-
tract the significant investment. Its areas of application may
be: financial (digital asset markets, off-market financial trans-
actions, anti-fraud transaction tracking), governance (corpo-
rate, public, especially agrarian, property rights protection)
security (in terms of proof of identity), medical field. This
technology can also be applied to electronic auctions, the
electoral process, humanitarian and social services and mi-
cromanagement. (Varnalii, ...,2019)

Initially, the scope of blockchain technology was the
banking system. This was determined by the fact that the de-
centralized data register was viewed solely as a technology for
economic and non-monetary work in banking transactions.
The operation of the blockchain in this area is justified by the
effectiveness of its application to interbank transfers, secu-
rities movements, databases of insurance histories and es-
crow accounts. Thus, the European Banking Organization has
recognized that the blockchain will improve the market for
banking services and will be able to reduce the fee for trans-
actions, as well as improve the transaction speed processing
and increase profits.The use of blockchain technology in oth-
er areas will minimize or completely avoid corruption mark-
ers as well as the human factor in individual decision-making.

Despite the fact that blockchain technology is mainly re-
lated to the field of finance, the scope of this technology is
not limited. Along with banks and Fintech startups, players in
other non-financial markets have also turned their attention

3QMBIWNDBOBOS @O 30363V Nell, 2021




THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS

to the technology and are looking for the ways to capitalize
on the opportunities it provides. This will lead to the fact that
some industries in the national economy will be radically re-
structured. Decentralization will change the business logic of
many companies and services, and therefore not all compa-
nies will be able to stay. As can be seen from the application
of blockchain technology, many companies are exploring the
possibility of applying it outside the financial sphere. Accord-
ing to the Organization for Economic Cooperation and Devel-
opment, about 10% of world GDP will be generated through
the direct use of blockchain technology. The main benefits of
technology deployment are expected in the form of reduced
transaction costs, settlement time, minimized risks and addi-
tional profit opportunities. (R3CEVLLC).

As to the geographical features of blockchain technolo-
gy, it is worth noting that the higher a country is ranked in the
Economic Freedom Index, the more common this technology
is. Among such countries are Australia, Canada and the Unit-
ed States.

Australia has pioneered global blockchain standardiza-
tion by chairing the International Organization for Blockchain's
technical committee. In addition, as the third freest country in
the world in 2021 (The Heritage ..., 2021) on the basis of re-
spect for the rule of law, the size of government intervention
in the economy, the effectiveness of regulation and the level of
open markets, the Australian Government publishes numerous
reports, explore the potential of blockchain.

The high level of economic freedom, the presence of a
reliable free market determines the opportunities for busi-
ness development and growth of its level of innovation. This,
in turn, provides a favorable environment for the develop-
ment of blockchain technology.

The main areas of blockchain technology application are
the financial sector and logistics (supply chain management).
However, according to a survey of respondents, public land
registries and registration of property rights are among the
desired and therefore potential applications of such technol-
ogy, identity and passport documentation, and health records
management. (Beck, ..., 2019:150).

The Heritage Foundation (2021) is one of the top 10 fre-
est countries in the world, and aims to provide an enabling
environment for the use of new technologies and innova-
tions, particularly as a blockchain. Public-private partnerships
are manifested in the collaboration of The National Research
Council, the Canadas Industrial Research Assistance Program
with a number of organizations, including ColliderX, The
Blockchain Association of Canada, Blockchain Research Insti-
tute and others to develop a nationwide blockchain ecosys-
tem. (Beck, ..., 2019:155).

Traditionally, the financial area has been the focus of
the implementation of blockchain technology, but among
its potential applications are the administration, arbitration
and auditing functions. Canada has a fairly well-developed
scientific infrastructure for blockchain technology research.
Thus, in Toronto, Don and Alex Tapscott, after the publication
of their work on the revolutionary nature of the blockchain
(Tapscott &Tapscott, 2016), founded the Blockchain Research
Institute. They identified 10 sectors that are interested in
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blockchain technology: energy, financial services, manage-
ment, health, manufacturing, media, retail, mining, tech-
nology and telecommunications. In addition to examining
the impact of blockchain on industry sectors, they are also
exploring how micro-level blockchain can change corporate
governance in the areas of strategy and leadership, and sup-
ply chain development, formation of reasonable contracts
and legal programs, management of corporate finances, for-
mation of architecture of enterprise, management of human
resources, as well as marketing and advertising. (Blockchain
.., 2019).

In general, Canada has many initiatives to promote
innovation and blockchain technology, and research in this
area is evolving, especially through the Blockchain Research
Institute.

In the case of China, despite being ranked 107 in the eco-
nomic freedom index (The Heritage ..., 2017), it can now be
considered one of the leading countries in terms of the use of
blockchain technology and not only because of the extremely
high level of cryptocurrency activity as a mining activity, and
trade, and therefore that half of the world’s cryptocurrency
transactions originate from China, compared to 25% from the
US and 15% from the EU. Moreover, China is by far the larg-
est holder of patents on blockchain technology, and the larg-
est patent-holding organization is the Central Bank of China.
China's active participation in international standardization
groups, such as the International Organization for Standard-
ization (ISO), demonstrates its strategic interest in blockchain
technology.

The Chinese Government was promoting the develop-
ment of the blockchain industry at the national level, which
meant that provinces and cities would follow suit with finan-
cial support programs and favorable conditions. As a result,
the People’s Bank of China has more blockchain patents than
any other organization in the world; Chinese corporations
such as Alibaba and JD.com rush to develop and implement
blockchain solutions, and startups such as NEO, develop stan-
dard blockchain solutions that are applied various sectors and
spheres of business.

The Chinese government is investing heavily in both
blockchain initiatives and commercial benefits for startups
in selected industries. Today, China is widely regarded as a
leading blockchain country due to the intensity, depth and
breadth of its activities in all parts of Chinese society.

Estonia has a reputation as one of the leading countries
in digitalization. Blockchain technology has been tested since
2008 and, as of 2012, the Government of Estonia has already
used blockchain technology in various registers in areas such
as the national health system, the judiciary and legislation
(e-government, e-voting), security and commercial code.

Given the size of the country and the economy, the focus
is on the information and computer technology, the financial
and insurance industries, while the public sector is the main
sector in Estonia that influences blockchain. The Estonian
government has a reputation for being digitally advanced.
Unlike other countries, it was the Estonian Government that
was more motivated to introduce blockchain solutions than
the private sector.

13




CHEBERYAKO OKSANA | NIKYTENKO DMYTRO | VARNALII ZAKHARII | KOLESNYK VIKTOR | BORYSENKO OLEKSANDRA

The European Union as a whole has established itself as
a key player in the promotion and regulation of blockchain
technology. The creation of the European Blockchain Part-
nership (EBP) and cooperation in the creation of the Euro-
pean Blockchain Services Infrastructure (EBSI) will promote
cross-border digital public services with the highest standards
of security and confidentiality. The fundamental transforma-
tion of economic coordination forms can be seen in the EU
and in the measures taken to institutionalize blockchain tech-
nology. So blockchain becomes a technology that can change
the institutional architecture of governance not only of the
state, but also of the totality of states.

In the case of Ukraine, the low protection of property
rights, raiding and opportunistic behavior of counterparties
in business processes is an inexhaustible list of threats to
the efficient functioning and active investment of economic
entities. The risks associated with periodic change of owner-
ship, the struggle for control of assets, are most significant,
especially for foreign investors, who are very sensitive to the
security of their business. Therefore, they consider Ukraine
as a high-risk country for investment, and the economy itself
is characterized by low competitive advantages in attracting
foreign investment and investment activities.The introduc-
tion of blockchain technologies in public administration and
the public sector will ensure the inviolability of the rule of law
and thereby increasing the level of confidence in the relevant
public institutions, as well as becoming a powerful tool in the
fight against corruption.

In Ukraine, the use of blockchain was actively started
in the last few years, and Ukraine itself became one of the
14 leading countries in the introduction of technology in
2017. (R3CEVLLC). According to the Blockchain Association of
Ukraine, in 2017, 32% of all companies that use this technolo-
gy were founded. The fields of application of blockchain tech-
nology are traditional for the initial stage of development:
programming and development (38%); finance, investment
and trading (38 %); cryptography and cryptocurrency (32 %);
and marketing and advertising (12 %).

Bitfury. In April 2017, the State Agency for E-Govern-
ment of Ukraine and Bitfury signed a memorandum of coop-
eration in the field of blockchain technologies. The project
involves the transfer of all government data stored electroni-
cally to the blockchain platform. It is planned to transfer to a
new system of State registers, social services, security, health
care and energy services of Ukraine. As a result, it will allow
to control all changes that occur with state assets, improve
the protection of state databases from unauthorized interfer-

ence, reduce costs for citizens, attract investment in Ukraine
and reduce corruption in all areas.

AtticLab is a Ukrainian fintech startup that specializes in
creating innovative software products using blockchain tech-
nology. Among the most famous products of the company:
CODEX and AtticLabEOSBlockProducer.

Blogly is a Ukrainian blockchain startup founded in 2018
and develops a new blockchain platform for use by business-
es and governments to create reusable decision blocks. The
main areas of application - in education, finance, road trans-
port, agriculture and security.

In early June 2017, the first blockchain auction was held,
which allows to rent out state property (R3CEVLLC). In Sep-
tember 2017, SETAM was the first in the world to transfer its
base to blockchain, and in October 2018 began to transfer to
blockchain the State land cadaster. Every transaction in the
cadaster is a blockchain. It is not public; four nodes are in the
Ministry and one node auditor - in Transparency International
(it allows to see changes in the system). To prevent hacking
of all nodes and attempts to change the data, information
from the blockchain is cached into the Bitcoin blockchain as
the most reliable data storage. The general idea is that as the
integration of technology deepens, citizens will be able to ob-
tain their "keys", without which no one will be able to make
changes to the record of their sites.

An open platform for e-democracy. In August 2016, the
E-Vox team agreed to install a voting system in the Balta City
Hall (Odessa region), and deputies were able to vote directly
from smartphones, leaving a corresponding entry in the block-
chain. Two banks in Ukraine (OschadBank and PrivatBank) are
already building an infrastructure for working with electronic
money based on blockchain technology. The concept of the
e-government portal on the blockchain - E-Ukraine - was pre-
sented by the Blockchain Conference Kiev in March 2016.

Thus, blockchain technology and its wide application can
become a tool for stimulating the development of an open
information society, a factor for increasing productivity, eco-
nomic development and job creation. This institutional and
technological innovation is not a panacea for shortcomings
in public governance, but a way of making information more
secure. At this stage, technology does not solve the main
problems of the country, but it creates the conditions for in-
creasing the level of trust, which today there is a great need
of citizens and the world community. Blockchain technology
will have a real impact as it deepens its integration into vari-
ous spheres of social life.
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of conformity tools towards the goal. This should be done in relation to the whole system of goals, including the goals that are
recognized as core values. Criteria needed to reduce decision-making costs require a criterion that facilitates evaluation. We
should also consider which tools are allowed to solve a specific problem based on the economic policy program. Such a program
is a concept of economic policy. It provides us with sufficient and unambiguous information on substantive and politically signif-
icant consensus. It is a matter of consensus that the economy, as an integral part of a more inclusive system of public goals, has
a subordinate place. This condition determines its value. Considering these circumstances, it is easy to determine whether the
goal is conforming to the system. Conformity to the system is the criterion by which it is measured, which is the main thing in the
concept of a given economic policy.

In determining the long-term socio-economic development strategy of the country in the process of economic policy-mak-
ing, it is important to ensure the targeted orientation of macroeconomic parameters at the macro-systemic level. In addition, the
level of the country's economy and social sphere, the state of entrepreneurial activity and the business environment in general,
the peculiarities of cultural characteristics, the existing mechanism of socio-economic relations (institutions) and the peculiarities
of value orientations of society should be taken into account.
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93L030Q0

930bm30z760 dmmohozob abgm mbabdagdsms dagdal
3hm3qbd0 (Gmdmgdda mog000b 1bEs g303mbM™b Esbabrmo
d08babgob goabgggs), mogedathggmop o730mgdgmos dg-
dmfdogh o Gedpgbo dbadzbgmmgsbas  dmbagmmpbgmo
390930 7o g3mbmdaggbo  dmmoadozol  30B3bg3mab
©33dm30090mgosda. d0dbol dodstor 3mbgmbdnmo 7bws
dogohbomm yggme ab embabdagds, Gmdgmoy dogbowaggde
930003037360 domoaynzal 36mdmqdal gomagésb.

30860l dndoto 3mbgmédnmmdnl 3éndgébomdal gedm-
4qb930 b 0dab Jgmgdsl admggs, ™3 mbabdagdsms
98399h0obmdal qbobgd dbmmme  gbmnsba (sbopggbgb-
30693730 ) dobodbgde ggdmbogl;

30b3g@Ee0b o7 bobhgdah 30dsbror  3mbgmbdnmmdal
360hgé07do dbmmme Hobobfebo dbggmmdal badnomgdsl
330dmq3b, GmImab boggdggmdg dadbol dodetror 3mbogmb-
Iy ombobdagdems oghgmgg doommo Hobobhsd sbhgge
390dmaode (Tuchtfeldt, 1982).
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0mbobdogdoms bfmba séhggebo dmombmgh nabm dbe-
30tmdbbog s E0gghgbzndgdnm dbggmmdob. sdodmd bago-
Gmo badgamgosms godmygbgdal dgaebgde. bodmamgdgsal
3qbobgd Fgaebgdamn dbzgmmdgde Bgbodmgdgmo agbgds o
300369hmm  0mbabdagdebmob ©sdm3zaEgdnmgdsdn gbhomde-
bgob dg30006930 930mbmdnznba dmmoahnzol dmbsgmmobgm
bobggogmbs o batggdb.

930bm30zbh0  domahozol  30b3Ghghgme  3bmdmgdals
3000860l mgambadbaboor  szomgdgmo  agbgds  abgmo
©®bobdngdal ngbhogoadgds, Gm3gmbsg bbgs Bmdgomsb
3gpabgdom gggmedg dgho bogbhom bobggdmmonl demdebs
3g7damoo.

baérggdnbo s batrggdmol 93bmdnzgd-3mmagingmén obo-
m0do dgbodmgdgama ngbgde 7 eegbamas mén dbmdmgds:

* dobomspo o 0msbdbengdn 39dmddggdgenl Bgaebgds
31m0bbdmal dadragals dgbsdadals 3e0bols ((30bals 3bmdmgds );

° 30@06333@0@360[) 303({)36 05[)@06@')0[) 3(03005(03360
doobogmembgem B9demddgogdams dgaalgds (3gaelbgdal dbmdemqds).
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BME60L 3GMITWIS © 9IBHLIdNL 3GOMITIS
33M60M303360 3M00030b 06LOHIFIEHISNL
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30Ebab 36mdmgdal Eodmggzedog o7E0mgdgmoas g3m-
bmdognb-3mmohnzndn  3o0hygghomgdal dowgdal 3bmd-
mgdals obbbo, Gmdmal gowadhobog botoggdabs ©s bot-
390mal  obomnBo  30g300030mmgob.  sbgma  dbmdmgdgde
3960300008930l 713958060900, d0Bbabo s 3wbggaab
303060 3mbgmddnma badgemgdgdnl, domn Bgdmddgogogdabe
©d gddmygbgdobmeb 3obpsdnd @szgdabrgdymo  babrgzgdn
d60d3bgmmgabos ol 893wgg gogesbomndmm, Gmzs ©s3mb-
3690©gd0 d0dbgdn. dom gabbamgadog bagobms badmamgdgdals
dobmgobmeb ©s303300g8mma bogombgd o3bbboc. obgmns:
396hgmmo bodgemgdal ©mBabgdal dgdmpdgde, obggg 0dab
3qq30bg30, o G boghmbggol godmafggah mBabgdsboeb
003038069310 3mdomgds  (930bmdnznda  dmmoadnzab
0906070 s 3g0mE7h0 bs30mbgdal 33mmg30L 9dwgbgds sbo
9600 6536mdn, 0b., Jogemamsg: Gaprindashvili (2017;2019),
Gvelesiani&Gogorishvili (2014), Gvelesiani (2015a;2015b;
2016a; 2016b; 2017a; 2017b; 2017¢; 2020a; 2020b; 2020c;
2020d; 2021).

©obobym  d0dobmob dosbemmgds 0dal  bedmemgdobo
dmgg9db, Gm3 Bggogebmm bbgs 30869889 dabo, bmgméys
©3©g00m0, 0bg Fobhgmanma 3gdmddgogds. 83v39 MM gmdmg-
0gmos dgaqebgdems dgi3bogbama sbagmada gobbmbngmgh.
39336096730 Bgbadmgdgmos Esbednmogb dbmmem dpznEg-
omgdgd, Gmgmby Esbobgma  dndbol  Ggomadgdal, abg
30dmygbgdnmo bodmemgdal 89dmddggdal momdsdy. bagdy
gbgds 0dob Jga30b980b, o7 Godpgbow Bdbpal ob sdiacgdl
300636 9h1m0 embabdagds Eobobrma 30860l domhggal dgbad-
™g0mmdal. dabomgal 7bs gababggdmma 0dal Fmebom,
o 6o 39dmgdggds dgmdmos dmobobml d0sbdg godm-
99690m3ds badmamgded. g3mbmdnzn®a dmmadnzol gooah-
939homgdol  30dhockgogmms  dggebgdgda, Gmgmby haba,
3obahngdobo @s abhghgboms 2373900b d0dsbror mmocizad
obhndomngdls o7 boddemngddn gmabpgde bmmdg. g3mbm-
dognén domopogal wmbobdogdems dodser Habssrdggmdsd
3qbadmgdgmos gowahyzghomgdal domgdal godoobndgds go-
dmafhg0mb. 3sg3., GmEgbog §3mbmdnznén dmmoadnzal nbleb-
30900 30mdgbhol  mobbdmdal  Jmdmggdel  3ommdl.
930003037360 domoapezal gowshyzghomgdel domgdal godos-
bnhgdo 30, bmgmbs fgbo, ombabdagdems B393mddgwgdals
g0®dodgs onbobgde.

3oEbsbmob ©s ggebgdebmeb @szogdabrgdaymo dbms-
™9d980 bammop g30h39b93L, Gm3 930bmdaznéa dmmadnzab
barggdabo o bacggdmols sbamada bamzgmgbe dgdmbgggeda
26abbnmo babosmalb 0gbgds. sbgo sbomaBl 89393698000 o
3bogdahmemn 360dgbgmmda og3b: 0go dgomEné Eobdatrgdols
330093b dotrmzalbamsb s3egd0égdamn 3mb3bghmmo dbmdmg-
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dob 0gbhngnEadgdabs s dabo bhmésw dgaebgonl bogdqdo.

3003609030 mmbabdogdal dggebgdal dobmdss adals
3oEbs, 07 bo 393mddgpgdol dmebogbl ago (badjamgos)
omBohgdnmo  godmygbgdal 39dmbgggedn. bLhmbgo sbgmo
3oEbob  bogmdggmdg bgds gbodmgdgmo  wmbabdagdals
dogb godmPggmo, Gmgméby dobamspn s 0sbdbemgon, abg
dm3mg30000b o 3hdgmgensb 333mddgogdoms gebbadmghe
©d 9930b900. bdobo badmamgdnl gadmygbgdal psbsbodzgdai
dobo godmyqbgdal EmBahgdedgs Esdmzagdmo.

bodgomgdal godmygbgdal gagdho 3086gobs ©s badme-
™g090b dmbal odmzagdnmgdgdal (hgdbmmmgasl gbgdes.
sbgmo d0dobrogdgdn 30 gobbedrghogh bognmbsmmén g3m-
bmdoznéo dmmoapnzab dmddggdal qbadmagdmmdsms bagg-
bob. domn  g3mzgdgmygmgs  g3mbmdagybo  dmmadnzab
ab3ggho sésbabrbggm 3gpgagol gedmahggsh. dsma dodgda
30 dobomop d0898-d9093mdh0g Fhmnghomdoms 3gbobgd
398m701mo 3mobol 8Gbgdmdss. ddg8-3gpgamdbagn nbmo-
960md300 bdabow dbgggmmdal 0égosb Jhgds, e gb bpgds
0do()md hm3:

*  bodmomgdobs o d0dsbl dmbals ,hobommas® dbe-
300 bbgo 3bmzgbo;

*  bodgomgdal 308bmdbomds aggmgds 0d 8gdmddg-
©g00ms boggmdggmBg, bmdmgdag 396dm nbogams bgadnsb
dm3g3980 boremdg, bmgmés badnemgdal gadmygbgdal 3gwga0;

s 39633970 EOms bagobm adabomgal, md dadsbdg
396dm bmdagdhoe bgodisnal gggme 3gdmddgmgds sbémmgh.

Y bo&mg@ggbb b@obnqynggbob S(Y)qpn@nanb ol)ng(f)nor)
30bbo3mmbgd7ma 3bnd3bgmmds ogsb. 39068006760 dmpgma
domn bomma gabbadmg®ol badnamgdsl ggadmggl. o7 dadsba
260l dorgmosbo Joo dbmEndhob gedhos ©s bodmeghmdm
babr2930l 3bals Bg30b930, 35dab gobrs dadebdg doérpadado
89dmddggdabs, omzomgdgmos  gnme  ©d  babsgmbemem
0080619389 dodabatrg bbgs (bogabrgm gogérmdnl Bsmgmoo)
3bogbgoal  gomgamoabhobgdog. odab  Bgggns ab, Hmd
Saeiodwogehebymo gagdie babhrgde. sbbydgme gywab
dobob 30609380 bobommggdn gmealbbdmdl bedmabdadgdmm
babr2gdal Béral, G, mogal dbbog, bodmaghmdm batggdals
B0l 1dg0mm 3gogalb Hoddmawggbl. batrzgdal dbpsboob
©0303806981m0  3gdmbagmgddy ©adstygonmn 39dmddgmgds
36dgm30000b 39b0m@dn bybhogde. 5dab dodgdn dgndmgds
0gmb 3bmEgba, Gmdgmo 30dEnbobgmol: sbsdmgal Bébam,
dbg39 393mbogmgdmsb ©s305806hgdmmo ©edg3360L Fobygm-
3000 9899hg8000 s 0d3mbHnl dbam. 8dsb, bmgmby(z habo,
93s(hgds b bggohondn 3gdmddggdei, Gmdgmbsy bonbggl-
hoEom batrzgdab dgd30bgde Fymdndmozahmbnm 959dhqody
obpgbl. 3bmpgbo 30093 TROM  ©OIsggde,  bmpgbys
B6obbogzngdol  gmmmdy  8gdmbogmgdom  bhndnmabgommo
dmobmgbs  0dhEgds. dodabog 30, bmEgbog  gzmbmdags
Peobobfeobmnm dpgmdshgmdsdns o dmdbdatrgdgmoms Jigae
(d0bdoérgoal g3 300 ) Bg9egbgdmam bgod30g3L gmaabbdmal,
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THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS

ogb  ohgbl  dgbadg  bobogmg.  3gbomorma  sbsmnda
93003037360 3G m3989300 Fbmrmm bohoml dmagegh, dogdsd
boddg ob obal, Gmd dmdpgzbm 3gbomegsda Ggodingdalb
'8330’)35350%3 338@{183{9350[} nGb@&ngB@gbob 630@360(9(060
obgbb. 93mbmdoznda dmmoahnzol mmbabdagdems mBabgds
3qbadmma dg9bededgdmegb dbmmme dndpabsbg 3géb0mb.
03039 ©bmb b obalb  gedmbogbymo, Gm3 Fgemgyb
396000d0 dobo B90dgho EmBoo gadmygbgdse dmbogl.

bodmamgdal godmygbgdabol, gobs 0dabs, b3 s730mg-
3gmoo goé3agnmn 8930b93900b gozgmgds, EmBbgdal bo-
Bogbgdog 1boo  gogomgomablobmm. sbgma  bedmghgdn,
1306h39m9b  gmgmabs, ¢9dbozabop vbal gobdnbmdgdmmo.
6o ®gds 7bs, 3g7dmgdgmos gggme bodmemgdnl mebsdebo
bn%gb@nm gpm%o(%gbo. o0 50)5(53;][50'30 8b3§933qpm6o'30 35(90
33Jmbogb  30bgddng o bHomEgbmdtg  bodgemgdgdl
dmbal gobbbgaggds. mgabgdénga bodmomgdss dbmdal agal
39bmbo, 1300769b0 nmbabdagdal - 3ebhgmoal s3édagmgals,
0bEd  9639m0mbobpabogébo  30b3négbgaal  Hobsowdogy
39bmba. Gompgbmdbagn bodpomgdes bagopsbabapm (obngn
(N boB&mGaBOm 60603330’)0, bobg@aﬁnogm boongb@ngnm
batrggdn ob 03abrdals 3ebogdabels bodbmigbhm gowe-
bobpgmoa.  gobboznmbgdom  3bndgbgmmagabos  mBatgdals
b bedghgdn, Gmdmgdoy ghmgbnmo  39bmbdpgdmmonm
0bpd  boghmedmbabe  bgmdgzhmmgdgdomss  swggboma.
abobo bmgmbg hqbo, Bogogh 93mbmdaznba dmmadnzal
303()o6g0gmms dmgdgogdal sérgoemb. 0dal dogomomsp oy
bmgmb  0degpgds  0bbhdndgbhgdal mBabgds  bogbhae-
dmbabm  Embgdg, g03bmoal  dbmgmam  mbgebadsgas
(WTO) godmwagds, bmdgmag 3g8wgweggdh ofigbadh fag
bobgmdPogmgdl  bagatrgm  go8bmdal  bagghrmda.  babgdo-
bopdo  3mbgmédnmmdnl  dogomomsp  dgadmgds  @agabe-
bgmmo ablbhondgbhmo EmBabgdab ab fgbgda, Gmdmgdas
30bbhopgEnnm  ohob  gobobhohgomma. sbgmo  bozmble-
oo gobebhogdo boggobgdel geshbos. o3 8gdmbgggedn
0g7mabbdgde, bmd 396dm boznmbgdal bogatrm bozgmbgosda
3000bgmo 0dm7gds. gb g0mobgds dggbededgde badsbowmal
3qbobgd godohmbgdnm dgbgommgosl, Gmdmal dobgogame
bognobgdal begoomodgds obedggdns dbmmme gobbezme-
G987 39dmbgq390da (073330 do0b(3 Eobodggdns).

33M6M303I6H0 3MT00030b N6LOMHIFIEDIBOL
®MOI6MIMN3N 396LIBOIGIL (MBS O
©59M363600L 3GMdWIB

930bm30z76h0 dmmodozal nbbémdgbhoe gedmygbgdals
0g0mbadbobom 3ga0bgdal 3bmdmgds mBabgdal 3bmdmg-
dob m305806©900. 03 3HMdMgdnl gomgomabhobgds dbmmme
dodab  obol dgbadmgdgmo, bmpgbog: 1) dgbagelbgdgme
bodmomgos dogbodecmmbom B3bgpe 9hab Emdabgdnma; 2)
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bogmbi dodebdg 89dmddgogds, abg mobdbemgdn Bgzsgmgbe
©®B0bgdalb bobabbmeb ghmop opgmgds ©s dggebgdnmos,
bmgmbg dmzmggamnsbo, obg 3édgmaamnsba 39dmddgogos;
3) badgamgdal gadmygbgdal boérggdn gadbaédrgdmm batozqgddg
30 o6 00430090, 0b0dg abog ©mBobgdal  babolbbal
dobgg000 (330t gdo@mBal  3oboEal o (36mdamos  dabo
bogbham bompgbmods. 83 13070 gbow gedeb(hnggdnmo Hobed-
doghgdopsb godmdpabatg dgbedmgdgmas gbmdsbgmalgeb
30b30bbgogmm EmBaégdal d9dwgan bobabbgda:

*  bodgemgde mdphndagmmbsm oéab mBabgdnma, bo-
©qbag dabo bbgoggede mBabgdal dgbodmgdmmds gatm
o0 bog&mm bo&gg&gqpb NG 8(*)0005@0;

* bodgomgdal mBabgoal bobabbo  sdbmmyhgbow
o6obozdatabos, bmgbsg dobo godmygbgdal @absbatrggdn
dopgomem bahggdgmb 0306393b. boghmme babggdgmo go-
036700 0730 bo870mgdab EMBLL boghdbmdmap gogdhpam;

* 3goohgldom shobszdebabop sbos bozdomdy dghow
dobo
30dmggbgoal boghmm batbggdgmo smgdodgde boghom ©o-

omB0bgdgmos  badnomgds, bmpgbsg  dobomomoas
bobatrggdl, dogbod gatm dgho ob bozmgdn mBabgds goge-
@36007 8300 bo&ggbqpob 3(*)8(’5)050 ndEgbm@o;

o bodgomgds  s3bmmrhnbeo  Bgedghee  EmBabg-
0700, boEgbsg baghom obobobzgde swgdstgos bogbmm
boggdgmb s Esgdamn bobggdmosbmds dmbagmmpbgmos
dbomme dobo 7gédm d306hg EmBal 3gdmbggzedn.

bogmbg hobl dggdmgdgmoas b gobgbedrogbhmm
930003037360 dmmodnzol 30b3bghmo badnomgdal pmBo-
Gg30b bataobba. bodmomgdal sdbmmyhgbo vbebszdatal
©®B0bgdobomob 3s30b ggodsb boddy, Gmpgbog agn dadebdyg
39dmqdgg30l 396 obgbl s dab 30dmyqbgdedg bobbégde
gm39mago60  7313900b  gobgdy  aboboggds.  dnbodocmybo
©®B063ds dodab vbal s730mgdgma, Gmgbys 7bEs v33Egm
0bE0go@gdab bgogdnol (3o6aghl), Gmdgmbsg gb wmbabdagds
9bgds. obgmn Be7bdmalb oblbgdmds gge0dbg00bgdl, “md
dogmdg oo 0gbgds ab @obobatggdn, bmmgdag 3gédm
bpd0gdhos g3mbmdoznda 3ablésggdgdel dggmaboeb ol
©0303906981m0. 38bm H™d egadnbhme gb gzmbmdaznéh-
domohognén  ©dggadomo  dmboggdgdal  (330mgdsmosdy
bmdogdhos Ggodgogdol gomamobgel gmmalbbdmdl. sbgmn
©obobobzgdn 30 0dmdgos domhggmo dgwgggonl ob/s od
©dbobatoggoal  dabgogom, GmIgmms  mogosb  damgds
3g0dmgdmps. sbgoma dobngha dgbodmgdgmas fobdmadgel,
bmgmb 390930 03 bbgamdabs, G Ggadznnl dmbommobgm
boggdgmbs s bpdbooahgdsboeb ©szeg80kgdnm batgqol
ool ohbgdmdl. sbggg dgbadmgdgmos gotzggnma bbgomds
06bgdmdEgl bogamabobopm 3obozggmgdbs o badbmizgbdm
30603390900 go605309380. 530l dogamomonos g.6. Hzbomdsbo
3oobobogdn,  Gmdmoal  Ebmbag  gobomgamblobgdgmas
Ghogmé(3 bo30bmbdpgdmm, badmaghmdm s 396dm Eobobat-
2900, abg bagopabsbspm dgdmbagmagdo.
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3gpabgdom 9b/@s s8bmmThbeE vbobezdatnl mBa-
6 g30b00b ggodab boddg, bmpgbog g3mbmdagnta dmmodnzal
©®bobdngdgdal domgdabal o6& amgamabhobgdgh ob mammgg-
09mygmxgb  93mbmdazal 396dm  bgdhmbal 393dgeb. sbgo
3qbadmgdmmdsdg bommop dghyggmgol gesbobogdabewdo
3Bobo Hoboowdogamds. d08obmeb sdm3zngdmmgdsda bo-
370700l 300bgmbIgmmdal  gggelbgdabol  smzamgdgmas
3930030mabhobma, bmgmb(s sghontn (gowsbobapgdabomgal
0030b oh0Egds b Jomn Jobymas, bagamababaom dmazmdn),
abg  3obogbo  Hoboomdpgamdal gmddgde  (gg399Hnebmdals
©5399%). abgma sbadbho EmBabgdal dgoggns, dog., séo-
™93omhn 930bmdnze, bmgmb hboammgsba g3mbmdnzal
bofogma.

3900069000 3b/s 3dbmmHgbeE séslbozdacdaba pmBo-
Ggds bodmomgdal gadmygbgdabol Bgbodmgdgmoas gérdgm-
3000000 393mqdgmg0g30l  3o7mg0mablebgdmmdada godm-
ofg0mb. 03 Bgdmbgggedn bobggdgmbs o batggol dméol
dmgmggeensbn  babybggmo  mobogatpmds  ghdgmgepnsb
396L399hogedn dob  Ladababdobm  mebogobpms  gowe-
093930 obgom bodgemgdel  3mbhddbmendhonma bobosmoa
0dab. ,073960bg0l 9399db* swgdnmmde 3sdab, Gmwgbsg
9300m3n31b0p gobgnmahgdnm 93994bg3L, bmgmby gobmm
dmbdodrgdals bogmbemal dhatrdmgdmgdl, bgmbogbgma dober-
0900 99369000 0d0m, Gmd dom 3bmE7YHgd8g gogdbodrgdamo
70b930 Hqbpgde, Gm3mgddgi dbmagmoam dedbabomgaly ade-
baboomgdgmo  gogemmbo bygggdn gogmagbol ggéh obogbl.
dmgmggeensh 3g6b3gdphrgedn odsb dgadmgds godmabhgaml
3hobrdmgdgmms gg399(hnebmdal Bbws, 07 gatom dmbdacgdals
bogmbgmdg ggabgdal gmobhnznémos Bgoatgdnm @sdammas.
36dgmaonsb  396L3gqhngado dgbodmgdgmas  dmdgsbgals
9939900 dmz393mabml 03 gmédem, Gmdgmog gymabbdmal
(bbgo 00bodeé 306rm3933n), b3 Gobmm Jmbdatgdals bogmb-
Q’?Ol) 50(4)300360 80(4)00300 ©o 80930@0 OUdqupmaogéob 80807—
9969000 06 afobdmgds. dgbadedabo, bbgs gobgamatrigdora
939969303 960398006 Hoérdmgdals 3 m3qbda, Gob dggaamag
dbmagmom gobgdo s Habdmgdal go9dhoobmds gi39ds. 0gagg
9939900 0hgbb mogl, bmpgbsi dohmogdal booawgl gabgdal
36dgmaamnsbo gmabhnznémdal gamgamablobgdom swggbgb.
dmobmgbab ob3ggphoom - gedmbaibhma oé sbab, Gmd dopomo
70b930 EoEgdnm Bgg03mmgbals sbpgbogl bdbaabgdabs o
13793900b  3bm3gb9d8g. odgweb godmdwabatg 30 ggobgdal
dodotron 8(*)00500350[) 3@0[)@053(4)(050 8003@@6[).

3gpabgdom ob/ps sdbmm e dgdghe EmBabgoal
30093 9600 39dmbggge Hobdmadmds, Gmpgbsg badnemgdal
3édgmaonsbo 3gdmddgogds bagbom 39dmddgpgdem gebo-
boBmgérgos o dobmob admznmgdnmgdsda bpgds mBatgdals
8o, Moy 3mbhddhmpndhonm nmbabdogde ggggmabgde.
bmEgbog dmzmggensh 396b3gdhngada 3mbambdhée dbma-
éodal gobbmbgngmgdsdg bagédbmd Bggogmgbal ggé obogbl,
Fbogdo 0dob 376980, Gmd sbbgdamoa dbmghsds ,gomdzm-
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099870 0gdbgl bbgs 3bmgbednm. bmpgbeg dggaab
©dym3bgdo  dmzmggensbo o babho bgodzool  bodedop
6‘)@‘)051(333‘)’ 0[)3 é)mgmé)(j 939mo 30636)530033@0 bnb@ganb
39dmbgg3090, mogb 0hgbl beoemdy ,30mededgd1mn” datmgals
boggbobg. o3 Bgbodmgdmmdsbemeb sbmmbos 3ogg ghomon
3bm3mgds, mdgmbog 20896 ga3q94hb” (Tuchtfeldt, 1970a,
33- 732) 3howogdgh. gb 0dob 60dbogh, Gmd g3mbmdaznén
3(*)@00030[) boago@gbob bojag 06036)335(300[)0805 07030[)2]—
goe  bopgogosbmeb 30 obs, 96sdgo dmgdgogdabel bbgs
0hg domgonm dmdgomob odgb dgbgde. sdn@md EbHmms gob-
dogmmodado s730mgdgmo bogds bbgomabbgs bobal sbdo-
Ggds, bodgmoi bgmb hgmob bybndhnédal 8gbsbhnbgdsb
ob/@o 3obdg dabopoggosl odz0be oy gobdym dadsbmob
©0dm 300987 g0s80. 5ol gdatygos gebshogmgdal dmmagnzel-
b ©Eo303d06g0m0  adbogn  wmbabdagds,  bmIdgmome
00bdbgmgdn Bg303mgbgda (nbgmbdsgagmoa Hbaghmbmgdals
bobhgds) dmdommdol sgghbgdl. domn msgo@eb sEnmgde

ngod@{]&g@no 08030 3933d0360b 8dm63 %(")83600) (60(4)—
80’)360[) '808600’) (90[)@(030600[) 0(980@0[} 8363@0[)0)06

003038069810 3ob0ghgon), GOmdgmms dgbabgd Hobobhad
00bbdgd00b  Fbmdal  dsd3bal  dbatrggda.  3mbzmdgbnab
3mmo(hnzodn Eod3gmmn dg3mdgdn (3086mdalb dgdmmogel-
00b 530380693730 3mdgdn) o B0sbl 0ggbgdl 30bz7égb-
30oboob Fgbodedabmdabs s dabo gobgomatigdal agmbginab.
3bgo pmbabdogdoms 208360 g399h0“ 0dsd0 dpgmdatrgmal,
Gmd 0dp793s mogabygemo bhddhadame 3gmamgogsal
ngod@{]&@mbo. 030 boffoé)amgbnb @obgégobo 0 boﬁogj@)g—
G 1737393600030 godmoabog)gde, g0pbg baddg bydhmbmmo
©d ©ggombamoa Gqbnebgdal goobofomgdedy doggdmpgb.
Bmgn  0bpngoabomgal  Hablbnmdn  gebbmézngmgdnme
0bhgéggbngdal 208360 g@39dhe“ 0gngge, Gog Lodedbm
30mbE0bsgnnbs s bhbdhadamo 33momgdal matbgmas.
adoghymdog 0o 396 bgoogh  gomzgnm  wmbabdogdsbmeb
©03dm300907mgoodo  bobrggdabs ©s batggdmal bgmobmo
dgq0bg00bs s Embabdagdal bbgs Bmdom  Babagmgdals
0730 gdmmdob.

@5 dm@mb, 56sd7bd EmBabgdsl bdobop g3mbmdaznéba
3mmohnzob oggadoem dmbsggdms  (330mgosmds  0fggsl,
GOmEgbog 30M3gImo 930mbmdnznéae dmmahazab dmgdgogdalb
39390 3080689 vadhntgdal dgho o 76kl dmombmgl.
qb 0dob  badbogh, “md gowaggebgdamos  dgbodedabmadnls
6959309006 gbabgd s30mgdgmo 3mEbs. 07 33mmege gebge-
3dmda dobrmgal dgbobgd obbgdmma 3mebal bogmdggmady
©mbobdngdoms ga30bgdel, ©mBobgdebmeb @sz3dnbrgdam
3®30mgdg3L abgg 76s ggmmEm.

30397 badmamgdobomeb ©ozegdathgdnmoas mBatg-
00l bbgoolbbgs bodabba. sdohmd m3phadamybo mBgd0b
39dmbggg080  bbgopabbgs bodmamgdsl Bmébals Bgpsbgdals
3qbobgd 296 30093 60ggb0s bomdgeda. 0gmmalbbdgds gggme
bbgs 0bbé3dgbiyn, bmdgmms badgsmgdnmsg dhabzodnmop
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dqbodmgdgmos 0dogg 308bab dowhgge. sbgmo dgoetgds 30
d080bdghmbomos, Gmpgbog 3mbzntgbznmo wmbalbdagdgdn
0gbobdogmon  mogpgds domn bagbhom bobggdmasbmdal
dobggnm. bogdg gbgds 0d Lacggdgmb, Gmdgmag bgdabdngh
©hmb  dooohgze m3hndommnbn  EmBabgdal dgdmbggzeda.
3bgmo Bgagebgds gmggmagal bofommdéngas, gobsasb ogo
o6 00gomabfobgol 0blbhtmdgbphms dmbal  30380bsngdals
3qbadmgdmmdal. obgmo  30330bszngdoseb 30 0dol mbws
d0gbodmb 33060()gbmds, bmdgmag yggmedg 3gd) bobggdgmb
33306 pgd. bodnomgdol 8ggabgds sbgmo  303dnbozngdals
3omg0mabhobgdal 306939 3960bmEgl dnggaygebl babmé-
39m 890939307, ©®babdngdal m3pedomnd ©mBabgdedwg.
dobogab 3mebabe o o7E0mgdgma Bggebgdabedn Haggbg-
om0 dmmbmgbgdn 08bpgds. g bpgds 3sdeb, Gmwgbg
©®bobdogdals bofommdbagn dgagabgdal boggmop oE0mg-
390 begds (om3g7mo 3mbzbgbigagmo badgemgdal 30380-
bogogdal 3gaqgabgde. 0go mbs gabbmbngmmgl bodgemgdale
o d0dbab 33@—503@360@ 3(*)8333@0 bob@gagﬁnb 05/@)
9300™303760 dmmoadnzal dbmghodgdal dgoatagdal gdaa.
030bmob Eo393d0ég000m Hodmadrgds 3bmdmgds 0dal dgbabgo,
01 60dpgbse vbab dgbadmgdgmo dmddgogdal Hgbéogalb
93006™303760 dmmoadzal gmbdabgds.

35(06(08033(4)0 3(*)@0@030[) 05[)@0660360 ggogmngBob
3hm3mgdaly bggdnsh, Gmgméy mognsbmn 3gzegmagbal bayg-
6md0 (9bpmggbnhn Eogmabgdgon), abg o3 bagbml ebgm
(938mggbb0  ogmgbgogdn). gobs  odabs, bodmamgdal
dmddggdsl sbsboomgdl bagbhom ogmgbgdgdn, Gmdmgdag
dobo godmggbgonl 3 m3gbl msgapsb dmmmdpg gobogal. g3em-
6(08053(4)0 Sm@nonsob an@oBGonbomgob Qoaoboboomgbg@no
b bagbmm agmabgds, bmdgmag 393936930 305806 0gds o
bdotop 938mgqbntn poygmabgdal gmdds odsb. ngo 8gpgqde:

* 20ddalb Eogmgbgoabogeb, Gabo 3089303 ab ocab,
Gmd 930bmdnznéo dmmahnzab 3pmdomgdgedyg szgatggde
30633970 O™ 3obgmab 3937 bpgde 3gbadmgdgmo;

s 303760303000 ©Eogmgbgdalbgeb, Gmdgmoay gnmab-
b3m3l, Gmd (30m3nmgdal Jgbabgd 0bgm®dsznal dmdBopgdobs
© 3od(3938L gob 33970 MM Jobogds.

dmgmgboms dgmbg gamalb Hoddmawggbl g3mbmdnznén
3omodngob 0bbebgoabamgal Bobsgebop ©adababnomgdgmo
©ogm3bgdgdo:

* 00gbmBal Eagmgbgdal dadgda ol vbal, Gmd do-
©907m0 0bggmédognab 3ggebgdabs @ m3nmgdal sbawo-
Babomgal o730mgdgmne gob3ggmmo Ebm;

* 003939306006  oz03d06g0mmo  Eagmgbgds 0dodo
dpgmdatgmdl, bmd 93mbmdnznédn dmmoagezal 3bmghsdal
3903960 3063391 O bagobmgdl;

*  3oodhy3900mgdal ogmgbgdai 03 Ebmbmsbss @o-
393906907m0,  bm3gmog  o7Emgdgmoes  dmddgogdal dg-
badmgdmmdsms 3gboggabgdmor.

3obbmbgmgdal ogmgbgds mogl ahgbl dtmgadals
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bmé339bbdal dmizgbdn, GmEgbsg dodpabodrgmal bozebmb-
dgdmm 38al 394dbo.

bodmomgdal gsdmygbgds s dab Bqbobgd 0bgmédsgas
33l 396dm bpdagdhgdal 3mBoigagol o ahgqgl dom gob-
bbgoggdnm Ggogdsneb. 30l dgmgger HatdmBmdam ogmg-
69093 gobrgasb ogmgbgdsms gmdds odsb s d9dwgan
3@3836@)360[}0606 '33(96360:

* 3bmggbob 3d0dpabobrgmdobmeb ©szagdadgdam, dabs
39993 Hot3dmBmdnmn ogmgbgds, Gmdgmag wmbabdagdal
©abbImgdal d9dwgg ©o 3080b8g d0brggm B9dmddggosdpy
B bl beremdg mogl;

* 3bmggboo  gobdobhmdgdimn  ©aymabgdgda, Hmd-
™9dbog 0hggab b, Gm3 3bmigbol Esbbmmgsnl d9dpgmda
dym3b93930 3gnbogbow oé Hakdmndmos. ababo hbpgds gob-
33970 Ebmab 33w, bobed 3080639 bsgbhom 39dmddgogde
dmbgos.

39QBIGOL BdIOMGHN I3MB6MAN3IGH 3ML0ON3530
©) 36>dIW35N560 3036MI3MEMAN3IG0
306 0330M3d0L 3036(MGN30 MGNIBEOSBNS

930bmd0zgbh0  dmmatozal gm®dobgdal  30bhgdbpda
9399460l gédgamgepnsbo begnsmnh-g30bmdngnn gobgome-
G930l 396b3gghnggdal  gebbedmgbal  3bmizgbde b
db0d3bgemmgabos do3érmg3mbmdnznéa 3obodghgonl 308bmd-
G0g0 mbagbhonl mBhmbggmymae. 8dsboob gbhme go-
bomgomabhobgdgmos  30b3bghmma  J399bob  g3mbmdnzabe
> bogosmgbo bggbmb doohggmo mbg, bodgheckdgm
bogdnsbmdol o Bmgsmom 008bgbgatigdml dpgmdabrgmos,
3neh0b dababosmgdemgdal msgabgdégogde (Bedianashvili,
2020).

36dgmgamnsbo  gobgomatogdals  3mBaigngdopeb  godmd-
©nbatg, 439960l 30Bbg30 dmbabgbbgdgmas Hotdmpggh dndbmo-
G030 3033mmgdbols babao, bemdgmas Jgpggds mmba Jbhmagbho-
003038069810 Embobgeb (Bedianashvili, 1984 ).

30639mm  mbgdg  dmigdnmos  J399bol  bmgnsmméb-
93000303360 babhgdab gg3bd30m¢n dodbgon. 3086930l 9b by
Bodmgomndpgde bmgnamé-g30bmdnznédn babigdal mgobg-
09800006 godm3nbodrg s Hobdmawggbl 308bgonl Bmgoo
g0h3nmah g0l s domo adszmbzbghgdgmea 9393086900
boégj@m&m&)gbgqp 307@0-)50760[) (8035350[) 50765(4)3(90%0—
3006 (hgdbmmmgaals dgbabgd ab., dogamamop: Bedianashvili,
2020). Bmgopn d0dobo hadmgsmadpgds bmgmb ,d399bb
3033mggbgbo g3mbmdognho s beogosmmha gobgamethgos®,
bodgmog 8gos  Embgdy Honbmogh d9dwgg  J39308b93L:
,dmbabmgmdol dmmbmgbomgdgdal o 3dogmanmgdal bgam-
39hgmde”, ,bognsmmméb-g30bmdazné nhmagbmmdsms gob-
30006305 ©d bémmymas” (bhbdadhadamo dodbgde}, ,a06kg
3086930 (J399bab d08bgdn, godmdwbodrg gmmdscné o
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mmgemah 3ohgbodyabmbmeb gg9dhasba nbmaghomdgdals
dmombmgbgdopeb, Ibogbmbmgdal sbdgdhgdal  gemgomal-
Pobgdom), ,dmdogmal dmgbnamals 89qdbs” (dadbgon, bmd-
™98033 g70bbdmdgh dmdagamn momdgdnbogal o J3ggbabs
3obgamatgdol  gobbobomggmo  gdgmgemnsbo  Ehmoma
3mbH08mbhob  dowds  bogobrm  3m)gboomoal  sblgdmdals
1061b39mymael). gmbdzoméa d0dbgdal 39dgmdo glmma-
o300 3gndmgdo gobbmbngmgh babhgdado bhbdnddmiade-
300l 3gomEgdam (ob, dogomamasw: Bedianashvili, 1979).

d08bg00l 39dmombadbrmo ggmbdizamén babdgdal 89dc-
330 gsdmygbgdnbmgal bognbms gababadmghml bexgnsgmmé-
93000303760 gobg0m0bHgdalb 3omzgmmo dodbal bgomade-
3006 360d3bgmmdgdal dga30bgdgdn (domn gabbodrmgénbamgals
3odmaygbgde 99b3géhmmo 3ggelbgogoab dgommegsn). bawos,
6 m3 o0 dn sbsbgsb dmmmmdgh 8gbadsdabn dmmbmgbagmgdgdal
©03dogmgomgoal  Embggda, 8mbg3b0g-3madahmn dobrm-
0900, d3ggobada Bodmyamadgdmmo bmgosmni-93mbmdazaho
3(4)0)03(4)0)0)6360[) o@bgbgqyn 33j060380 (05[)@0(93@)360) ©o
boBmgopmgdal  gabggmmdomn  mbagbhengdal mogabgd-
©g3980 - Fgmdmeob gomzgamo 366adghtgdal obbgdrmo
b3gng0ze-

d08bmdbagn 3033mgqdbal dgmbg ©mbgdg dmizgdnmas
30k39m0 Embob g1bdi30mée dn8bgdal Esdsdmaghgdgma Jgg-
3086930 bomEgbmdbngn s mzgabmdbaga dobobosmgdmgda,
bogmboges gnbdsondo d08bmdbagn bmddstnggde (FGN),
d08bmdéngn dmmbmgbgda ©s dodbmdbngn aboozshmbgdn
(39bod0d0bn Esdsdmaghrgdgma d08bgdal dbadn). ymggmn
d08babomgal FGN-ab mogabgdgbrgoss ab, Gm3 ago Hobdm-
00396L  ghmm3momdaly dohggbgdmgdabs, Gmdmgdai dabo-
26bmdbago dgbododgdash d0Bbals Ggagmndagaals bbgopsbbgs
obbgdom obdgdhb, GomEgbmdbhnge 30 - dab babyhggm
©mbgb. d08bmddngn Jmmbmgbgdo Habdmegbgb dadbgdal
630@030300[} l)ol)g(’nggqjm Qm&)b bn@ggngé Qé%gb@gbob,
07 39be30dabo 308babmgals Bgmdmgdgmas Fombobs Gomog-
bmdboga dohggbgdemgdal gobbadmgs. dn8bgdal 0bagot)m-
G930 30 56006 doBggbgdmgdn, bmmgdng dobssbbmdbogew
06030 dbobsggh dgbededabn dadbal ¢gomodainaly Embgl od
3bmEqbgdabogal, bmdmgdag ob 99393wmgdatkgo0sb dabpsda
3dsbhoggmmdnn 39dmddggdeb.

gobbogmmmo g1bg30m60 dadbgdal oblbgdnma mogabgdy-
Ggdos domn gbhdgmgeansbo bobosma, Gog doahgge 0dom,
bmd 3omzgnmo d0dbob s dmmbmgbogmgdal gmbdgmahgds
bpgds dgbadsdabo mdagdhgde gmbdangdal 9b60dg. gmbdzageo,
bmgmbg 3bmdamos, bmal 30bdogmmdsdn, gebbbgaggonm
bogbmdéngn dmmbmgbamgdgdnbogeb, dgwatgonm dopghomns.

d08bmdbagn 3033mgqdbol dgbedg mbgdg dmizgdnemns
4399460l beogoommé-g3mbmdagndn  babhgdal 3ébmdmgdgdn
(9-h- 308b930-36m3emgdgon). d08bgdn-3mdmgdgdn (30tm3g
30dmogmae  dgbadadabo 3086gdal GgomaBognnl dbmdmg-
démdob badbob dobgogom s doma Ggamadages 30330~
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6937300 b3g300mm70 mbabdogdgomsb. 39bedg mbal dadbgda
Pobdmoggbgb  bmpnsmné-g3mbmdnznén  gebgomabgdals
(303990 3hmdmgdqonl  gesgbabomgal  3bmghsdgdal
393703980 bagggdggmb. sbowns, b3 dadbgdal 30033gmgqbals
3bmdmgdyb ©mbgdg 3bndgbgmmgeb Bggogmagbol obogbl
9399460l beognsmmér-g30bmdnzméon gobgomobrgdal dmzgdam
3(1)0333 bo%mgog\)mgbob 33@@)360[} 805336353@0’;0 b333003030.

dgmmbg mbgdg Habdmpzgbamas bogbmobagn d0dbms-
6030 borddahnggdn (SGN), s6bgdmog gobbbgsgwmgdnsb FGN-
396 o Hobdmzz0039696 3086500l Hgamadagaal bobybggm
mbgl 30b3690h 7m0 bagbgdabs s dmdbobndgdal 9608g. ababa
0dmgg00b bodmomgdol gobobedghml ds36hmgzmbmdazntn
dohg9690mgda J399bal 930bmdagzals bydhemgdal dabgbgam,
dom Joboal godrg 303806930l gomgamabfobgdam. dodwabatg
(dm3937emo 3mdgbabogals ) 308bal domhggal mbg dgadmgos
©obaboomEgb 39bededabam g3mbdzamnén (FGL) o bagbmdtaga
(SGL ) 308bmdtrngn dohggbgdemgdoo.

308bmdéngn 3m33mgqdbals bagggdggamBg Bgndmgds sngeml
d08bmdbngn  g1bdi0e, Gm3gmoag MBGTbggmymal  J3g9bals
beognamb-930mbmdnznén gobgomatgoal dadbgdal bgomo-
Bo300b dogbodacmmér dnsbemmgdol dab babérggm mbgboob:

>yl + XY
ieln teT

iel/~ teT
bopag: o, — 308bg30b HgmoBagnal 36083bgmmdsms

2
— min

Beobgdgdes; G - gooomidnn Jmbodedeons
l—g”(t) /gl.n(t) 3990™0s, ﬂgboboanbo(g FGL oo FGN
dodotro; Yil(t) — qgobrmdom dggbsdsdmms l_yiz(t) /yin(t)

399dmé0s, Bgbadedabop SGL s SGN d0dsbo; HGﬂ(t)

(1)
1

)
'Gil(t) @ Yil(t 33d@m6)360[5 bnérdoo; If —0335;160“36)0

d08bg30b bodbogmae; In - 3086930l bodbsgmgs, Gmdgmome

2930 Fbomme bagbmdbagn dsbabasmgdmgde; T —

3obbobnmagmo gédgmaaasbo 3géhamos.
308638l Jmbrals bmngbhmdmddggds Bgadmgds gedmabadmb

9306039460370 Jogmol babao:

-
G = ZA(HT)G(FU) +COR® 4+ p©p® +U(t),

o=0
booa: G((t) — dndnbodrg FGL 36083bgmmdsms ggdhmos;

R ) - d33860b meOO@Dé}—SSmEmSOSU&)O 606800’)06)360[)
80%6360[} (4)30@03060(1[)00030[) bo%né)m é):]l)‘aé)l)abﬂl) agd(bm(’vmo;

P ,06bhO7396¢mma* 3obsdghbgdab 599dmbos; U® -
B980bg93000 BgBgmmgdems ggdpmbas; A7), DV D -
30990(3096()900b Fga30b930m0 do(ybrnges; T - bmgosgmy-
930060303760 gob30006900b 308698 dmérals
760096030 gdgogdel dogbodscmméie mogos.
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893dmombadbnmn dadbmdtngn 3m3d3emgdbol bobhgdnén
Poddmpggbs o g3mbmdaggha  dmmogozol  gméddabgdal
3hmEqbdo sbabgs gobbogymbgdom sddmomaba bogds 3ebgo-
006700l bogobggdm bo@gopngddn o gedboamoa  gomé-
33930m30b 306039830 (Bedianashvili, 2021). 3ewbal g30-
bmdogo (Bedianashvili, 2018) @s gogbamo hgdbmmmgagdn
(Bedianashvili&Maglakelidze, 2020) ndmggasb bodmamgdsl
196m 509335¢700 © 73909b0 308bmdbagn mbagbhsinnm
3obbmd30gmEgb  ghdgmgepasbn bmgoamyh-93mbmdazéo
bhdopyggnal hodmyamadgds (Bedianashvili, 2013)

©db3360

©mB0670sbmsb 83038009300 3obbogg0bgd7m0 dhmd-
™9ds hbgde, GmEgbsg gmabogde 930bmdaznéa dmmadnzab
bodmomgonl goadmygbgde ob daba gdmddggds. g3mbmdagaho
2b3gdhoo  @ogmgbgodl gmggmogab ofiggsb  Hadbogaco,
06[5@0@)3303&0 o j@ggomeB Q030330&)363@0 3(‘”6(8@0{1@)360-
1h9dbogabo  @ogmgbgds bodbogh 0dol, bmd  bedmemgdal
30dmyqbgdob 99399t 30633970 EO™Ab J9dwga dmdyggds.
939390006 ©sz03dabgdnmo  Eogmabgds  gmmabbdmol od
30006930b, bmgmog gosohyzghomgoal dmddapgdsbs o
30(06g00b 13088060930, gl 3bmEgbe  gobdabmdgdnmas
330’)60)8033(‘00 3(0@0(1)030[) 60(90%3300@36350[) 30300@3—
09mme Ji3930b Eagmgbgdaa.

93006303760 dmmagozol 0bbdsbgngoabsmgal  ods-

baboomgdgmo ogmabgdgdn gobbbgaggdnmo gmgdgbdgdabe-
396 39003939, 30067 396dm bgdhmdabmgal adsbsbosmgdgme
obogmmgon®o Eogmgbgdgdn. 396dm bgdhmbab 3gdmbgggedn
bogdg gbgde 396dm bmdngdhgdal Ggodzngdl g3mbmdazméo
3oomohogob  (330mgd00mdedg.  g3mbmdngnn  dmmadnzalb
an(goEGogbob 338005333030 - 333336350[)0)06, 05[)00560350)05
©d 393mddgogdobomeb o303306hgdma ©agmgbgdgda dsbod
Pobdmadmds, g00bg badnemgdal godmygbgdsl 3gdmddgogde
dm3g39d0. 0dod)mda(3 073093 gmas 3bmgbmBabgds, mdgma
0bgm&dagnsl ggehgal ndal dgbobgd, oy G gomstgdss g3m-
bmdogn®o dmmodngnl 3bmdmgdabmeb szegd0bhgd0m pbmal
dmgdne dmdgbdn. o3 bodbgmal amm39dgmymas sb dabo
daoahop 3gg0b93s 93mbmdnznéa dmmopazal 30bambddméals
bagghmda 0dsl badbogh, Gmd badomadgdal d08boor goge-
6981 3> ©mbalbdngded dobzbo gebogos.

9306m3037360 dmmoahozab gmbddabgdal 3bmigbde Jqy-
bob gédgmagamasba begnsmméb-g30bmdaznén gobgamatgsal
b0(4)0038nnb605b0%(113&)nb0b 803(’0(*)[)0[)0333&) Q(Y)Bg%g 360'3353—
mmgobos  do36mg30mbmdnzgda  306edghégdal  dn8bmdbnga
®b0gbho00b 386H1bggmymas. 8dsbmeb ghmsp gobsmgamal-
Pobgdgmas g399bob g3mbmdnzabs ©s bmgosmdo baghmb
doohggmo ©mbg, bodghebdgm bogdnsbmdal @s Bmgopsp
008bgbgatgdml dpgmdatgmds, 33mdméal dsbsbosmgdmagdal
0030937693930,  bmgosmmb-930bmdnznbo  gbm0ghom-
6360[} o&bgbgqyo 83j060%30 (05[)@)0(5“3@360) o bo%mgogpmgbob
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Abstract. Aspects of behavior and functioning of every state, social institute, human are rapidly changing in the modern world.
The pandemic occurring at the current stage of societal life has had an essential impact on the development of the society. This was re-
flected in the changes of humans’ sociological, economic, psychological, educational, cultural and other types of behaviors. In the fight
against the global pandemic we notice a societal regress and therefore a wide study of the societal losses caused by the pandemic and
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field of epidemiology, the research object of pandemology is broader and is derived from the global character of pandemics. Epidemiol-
ogy belongs to the sphere of medicine whereas pandemology has to study not only medical domain but also the consequences caused
by economic, demographic, sociological, psychological and other types of behavioral changes itself occasioned by the pandemic on the
global scale as well as differentially, according to certain continents and countries. In this regard, we present regional peculiarities of the
results of a research conducted in some fields of pandemology, namely, sociology of pandemics and economy of pandemics in Georgia
at the initial stage of the coronavirus. Against the background of risk perception and knowledge of the threat of pandemic, the article
discusses the self-preservative preventive behavior of the population. It further analyzes the results of the population’s self-caring and
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INTRODUCTION special disciplines. The urgency of the establishment of pan-

demologyas a scientific disciplineis strengthened by the opin-

In our opinion, due to the specific character of the qual- ion of medics, who believe the 21 century to be the era of
itatively new pandemic, there should be established pan- epidemics and pandemics. Therefore, other types of epidem-
demology as the newest field of science with its relevant ics and pandemics with different designations might surface
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in future. However, using the knowledge accumulated as a
result of studying pandemology, we will be better prepared
to face new massive viral infections and accordingly, societal
losses will be reduced to a minimum.

Regionalism, general theory of pandemology and the
methods of its various fields! in tandem with sociological,
psychological, demographic and economic methods of analy-
sis appear to constitute the main theoretical-methodological
basis for studying a pandemic. Together with the formulated
theories in certain fields of societal science in previous years,
the main theoretical-methodological basis of the general the-
ory of pandemology itself is built upon the theories of epide-
miological (Omran, 1971) and health transition (Tsuladze, ...,
2015) and the concept of pathocenosis (Grmek, 1994) which
were advanced after the 70s of the twentieth century. If the
previous two theories are directed at explaining century-old
and large scale evolutionary changes in morbidity andmor-
tality, the theory of pathocenosis, in contrast, more or less,
specifies the results of the spread of epidemics and pan-
demics in relatively short historical periods and presents the
losses caused by the various types of pathocenosis in certain
periods of mankind’s existence.

It is noteworthy that the periodization of all three the-
ories is, more or less, similar to each other, which makes it
easier to study pandemics. With the help of these theories,
apart from the historical study of the previous pandemics, we
can answer the questions concerning the current pandemic:
how will the pandemic develop and what risks and threats
are to be expected? Determine the periodicity of repetition
and mutation prognosis, what kind of fight management for-
mat must be employed against it, etc.

Since 2020 in Georgia as well as throughout the world
certain fields of science started to deal with the issue of
the pandemic (coronavirus) by putting forth articles and re-
searches. In this regard, within the scientific works of econo-
mists we cannot iceeconomic views related to Coronavirus. V.
Papava and V. Charaia (Papava, ..., 2020) state that until now
the economists have been studying the impact of an econom-
ic crisis on health care system generally. The present situation
in the world has cast the issue in a different light, namely, that
Coronavirus and its global spread is already causing a large-
scale economic crisis (Geller, 2020), and that Coronavirus has
practically transformed into the “economic pandemic” (Riley,
2020). In their opinion, the relevancy of Coronanomicsis de-
termined not only by the fact that today we have a full-blown
declared Coronavirus pandemic, but also that these types of
global threats, supposedly, will not be accepted in the future
and under these conditions, the world must learn to live and
continue its economic activity (Gigerenzer, 2020).

The works of the Georgian economists are related to

! Science fields of the interdisciplinary pandemology are distinct and
thus, together with their general methods of research, they have their
own specific methods and methodology. For example, economics, so-
ciology, demography, psychology, geography, etc. of pandemic. This
enables us, with regard to certain fields and periods, to manifest and
analyze general as well as specific peculiarities of the pandemic and
formulate preventive measures of management for possible future
pandemics and epidemics (Sulaberidze A. 2020).

26

the problems of Coronaeconomics. These are the mentioned
scholars: V. Papava (Papava, 2020), A. Tvalchrelidze and A.
Silagadze (Tvalchrelidze, Silagadze, 2020), E. Mekvabishvili
(Mekvabishvili, 2020), R. Abesadze (Abesadze, 2020), M. Jibu-
ti (Jibuti, 2020), V. Charaia (Charaia, 2020), G. Bedianashvili
(Bedianashvili, 2020) and others.

Interesting researches were carried out in the direction
of the sociology of the pandemic (Beck, 2020, Cohan, 2020,
Prince Kennex R. Aldama 2020, Capriano, 2020, Fitzpatrick,
2020 and others).

DATA AND METHODS

The aim of the sociological research conducted by the
Ilia State University’s Institute of Demography and Sociol-
ogy in October, 2020 was to study the levels of awareness,
self-preserving and social-economic behavior of the popula-
tion in Georgia and some of its cities with regard to the coro-
navirus pandemic and furthermore, to assess the impact of
the pandemic on the social-economic situation of the Geor-
gian population.

Under conditions of a pandemic it is of special signifi-
cance for a healthcare system to work without a hitch, the
share of the aged and elderly within a demographic struc-
ture (level of demographic aging) and health condition of a
population are also important. The totality of all three factors
significantly determines the risk of becoming infected and
lethality of the virus. As a consequence, all of these factors
were taken into consideration during the research of the pan-
demic. In view of the research methodology, along with a so-
ciological questionnaire, we have used an in-depth interview.
The following cities were selected: Thilisi (a big city), Kutaisi
(a medium-sized) and Khashuri (a small city). During the se-
lection process we took into account the current level and
risks of the spread of the coronavirus, seasonality (tourism
and resort period), demographic-geographical factors (sex-
age structure and the level of demographic aging, migration,
distance between the populated areas, etc.). As a result of
the above, the number of the respondents was determined
to amount to 500 individuals, among whom we interviewed
250 in Thilisi, 150 in Kutaisi and 50-50 respondents in Batumi
and Khashuri. Considering the risk of the coronavirus’s spread
rate, the respondents were selected from three aggregate
age groups: below 21 years of age — 20.4%, between 21-60
years of age — 58.5% and above 60 —21.1%.

The majority of the interviewed people were women
— 57.7%. The interview was anonymous and we adhered to
the recommendations of the Georgia’s Ministry of Health
(social distancing and necessity of wearing masks). One of
the hindrances to the research was the election period (5-15
October).

RESULTS OF THE RESEARCH
Some corona sociological aspects of the population’s
self-preservative behavior

One of the factors of the spread of the pandemic is
deemed to be self-preservative behavior of a population,
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Figurel. Distribution of the interviewed individuals according to the 5 point system as per the aggregate age groups of

the respondents and cities
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which much determines their health condition. Accordingly,
our object of interest, first and foremost, was the general
health condition of the interviewed respondents at the initial
stage of the coronavirus which we assessed using a five-point
system: 1 - Very bad; 2 - Bad; 3 - Medium; 4 — Good; 5 — Very
good. Figure 1 makes it clear that, from the standpoint of
the health condition of the respondents, the age group be-
low 21 years of age gave the best assessment. Their health
condition indicator is the highest (5 points). Thilisi stands out
especially, after which followed Kutaisi and Batumi. It must
be noted that the sum of 4 and 5 point health indicators in
Batumi significantly exceeds the analogous indicator in Thilisi
and Kutaisi. As regards the respondents from Khashuri, even
the small number of the selected individuals within the men-
tioned age group found it difficult to self-assess their own
health condition.
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As opposed to this age group, it is striking, in contrast to
individuals from the other cities, that the indicator of self-as-
sessment is low (3 points) among those aged from 21 to 60 of
Khashuri. Moreover, if their self-assessment is quite high on
the 3-point level as compared to the analogous indicator of
the other cities, we cannot say the same for the indicators of
Khashurians on the 4 and 5-point levels, which are relatively,
low in comparison with the other cities, especially on the
5-point level.

It is known that, under conditions of a pandemic, the
elderly individuals belong to the group with the highest risk
of potential infection. In this regard, following the results of
the interview aimed at individuals aged above 60, those from
Batumi emerged to have the smallest risk of becoming infect-
ed. The biggest and medium indicators of self-assessment of
their health (5 and 3 points respectively) were the highest. It

Table 1. Self-assessment of their health by the respondents using the 5-point system, according to sexes and regions (%)

5-point system of self-assessment Total
1 2 3 4 5

Total number of the
interviewed 24 7.5 18.2 37.4 344 100.0
individuals

Male
Thilisi 2.9 7.4 16.9 43.4 29.4 100.0
Kutaisi 24 7.3 23.2 34.1 329 100.0
Khashuri 3.1 12.5 31.3 34.4 18.8 100.0
Batumi 0.0 0.0 5.7 51.4 429 100.0
Total 2.5 7.0 18.9 40.7 30.9 100.0

Female
Thilisi 1.8 9.7 15.0 33.6 39.8 100.0
Kutaisi 4.8 3.2 15.9 30.2 46.0 100.0
Khashuri 0.0 11.1 333 38.9 16.7 100.0
Batumi 0.0 13.3 20.0 333 333 100.0
Total 2.4 8.1 17.2 33.0 39.2 100.0
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is true that Khashurians’ health self-assessment indicator on
the levels of 3 and 4 points exceeds the aged population of
Thilisi and Kutaisi, however, it lags behind the latter’s health
self-assessment indicator on the level of 5 points.

As table 1 demonstrates, nearly third of the respondents
assess their health as good or very good, and each of these
indicators exceeds the total number of those respondents
who assessed their health as being very bad, bad and me-
dium. It should be mentioned that, from this viewpoint, the
health self-assessment indicators of men on the medium (3
points) and good (4 points) levels are comparatively better
that the analogous indicators of women and outstrip the lat-
ter by 1.7% and 7.7% respectively. We have an opposite situa-
tion on the good (5 points) and bad (2 points) levels of health
assessment, where the number of women exceeds that of
the men by 8.3% and 1.1% respectively.

Regarding the regional indicator of health self-assess-
ment among sexes, as compared to residents from the other
cities the men from Batumi stand out 94.3% of whom assess
their health as well and very well. From among the women,
the highest indicator of a good health condition belongs to
Khashurian females (38.9%) and very good - to the women
from Kutaisi (46.0%). In must be noted that on the medium
level (3 points) self-assessment of health, if we do not take
into account the respondents from Batumi (where the wom-
en’s indicator is greater than that of the men by nearly 15%),
there is not a large difference among genders according to
various regions.

Therefore, it can be said that the self-assessing indicators

of the certain cities’ interviewed individuals’ health are het-
erogeneous. Overall, this determined the medium indicator
of the respondents’ health self-assessment to be on the level
of four points (more precisely on the level of 3.94 points),
which speaks about a good level of their health condition.

In the same manner, health of the respondents can
be assessed as good in cities where the indicator of health
self-assessment varies from 3.56 (Khashuri) to 3.97 (Kutaisi).
The medium point of self-assessment turned out to be equal
in Thilisi and Batumi (3.94-3.94). Nearly third of the inter-
viewed individuals (32.8%) suffered from this or that chronic
disease (compared to the men the indicator was somewhat
higher among the women 34.7% and 30.1% respectively).
Fortunately, others did not manifest these kinds of symp-
toms. In this respect, the respondents from Batumi deemed
themselves to be the healthiest — only 22% of them declared
that they did not suffer from any kind of chronic illness. This
indicator was approximately 1.5 times lower than the average
figure of the capital (33%) and 2.3 times lower than the figure
of Khashuri (50%).

Social upheavals always cause theories of conspiracy to
come into existence (Black 2011). Hence, the same cannot
be excluded in the case of the coronavirus pandemic. Our
research confirmed D. Black’s words. During an in-depth in-
terview the respondents’ fear toward the new coronavirus
pandemic could be felt. The reasons for this were the gossips
spread in mass media, as a result of unverified information,
utterances of famous people (Bill Gates, etc.) which resem-
bled the theories of conspiracy, conflicting information con-

Table 2. The level of the coronavirus threat perception, according to the respondents’ aggregate groups and certain

Georgian cities (%)

Thilisi Kutaisi Khashuri | Batumi Total
Below 21 | Extremely 25.0 27.0 470 290
years of age | serious
Less serious 21.0 27.0 7.0 20.0
Serious 51.0 7.0 40.0 43.0
Not serious 3.0 40.0 7.0 9.0
Total 100.0 100.0 100.0 100.0
Between 21| Extremely 320 25,0 390 390 310
and 60 serious
years of age | Less serious 17.0 24,0 26.0 13.0 20.0
Serious 45.0 32,0 23.0 45.0 38.0
Not serious 6.0 20,0 13.0 3.0 11.0
Total 100.0 100.0 100.0 100.0 100.0
60 and Extremely 69.0 48.0 47.0 0.0 56.0
above years | serious
of age Less serious 4.0 18.0 16.0 0.0 11.0
Serious 25.0 27.0 21.0 100.0 28.0
Not serious 2.0 6.0 16.0 0.0 6.0
Total 100.0 100.0 100.0 100.0 100.0
Allof the - | Extremely 37.0 300 42.0 380 36.0
interviewed | serious
individuals | Less serious 16.0 23.0 22.0 10.0 18.0
Serious 43.0 28.0 22.0 48.0 37.0
Not serious 4.0 19.0 14.0 4.0 10.0
Total 100.0 100.0 100.0 100.0 100.0
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Table 3. Populations’ attitude toward the infectionists’ recommendations according to certain cities

Fulfils infectionists’ Extremely | Less serious Serious Not serious
recommendations serious

Constantly | Tbilisi 39.1 13.9 44.5 2.5

or Kutaisi 41.0 19.0 33.0 7.0

frequently jpashuri 475 175 25.0 10.0

Batumi 41.3 10.9 45.7 22

Rarely or | Thbilisi 0.0 54.5 0.0 45.5

do not Kutaisi 6.7 31.1 17.8 44.4
fulfil -

Khashuri 20.0 40.0 10.0 30.0

Batumi 0.0 0.0 75.0 25.0

cerning the coronavirus often provided by the World Health
Organization and other international organizations, ongoing
recriminations between the US and China with regard to the
spread of the virus in the world, etc.

As a consequence of all the afore-mentioned, world
population became confused. One part of it believed in the
existence of the pandemic and the threat it entailed, while
the other part denied not only the menace of the pandemic,
but also its very existence.

As we have already noted, the information with regard
to the coronavirus delivered to a population substantially de-
termines the perception of the virus’s threat. The population
is basically knowledgeable in terms of the symptoms of the
Covid-19. Among the interviewed people 91.7% think that
they know about the coronavirus symptoms and only 8.3%
do not feel to possess relevant knowledge and information.
In this regard, the women are better informed than the men
about the symptoms of the virus. Among the women the
share of those who are not informed about the virus’s symp-
toms was 2.1 times lower compared to the same indicator in
the case of the men (5.6% and 12.0% respectively).

The respondents living in Batumi were the most aware
of the symptoms of the coronavirus (100%), those residing in
Khashuri were the least informed (84.0%). In this latter city
the number of those individuals who did not possess data con-
nected to the virus’s symptoms almost twice exceeds the av-
erage indicator in the country (16.0% and 8.4% respectively).

An absolute majority of the respondents (92.1%) report-
ed to systematically read the data concerning the number of
the infected, recovered and deceased. In spite of this, only
3/5 of the interviewed people acknowledge to have fear to-
ward the Covid-19 (60.8%), whereas 17.8% of them think that
the information about the virus is exaggerated and thus, are
not afraid of it. In addition, more than 1/5 of respondents
(21.5%) believe that they are not afraid of the virus because
they consider themselves absolutely healthy.

The level and quality of awareness is reflected in the
perception of the threat of the pandemic. From among the
interviewed respondents 9/10 think that the danger of the
virus is serious and real in Georgia. Amid those people, 35.8%
suppose that the threat is extremely serious and only 9.5%
reckon that it is not serious. It is also important to note that
the fear of the coronavirus among the people with a chron-
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ic disease is 1.7 times higher than among those who do not
suffer from any such disease (84.6% and 49.1% respectively).

From among the women respondents 77.5% think that
the coronavirus threat is serious or extremely serious; as
opposed to them, the same attitude among the males was
noticed in only 66.0%. Only 22.5% of the females and 34.0%
of the males insist on the less seriousness or unseriousness
of the threat. As we can observe, the perception level of the
pandemic is heterogeneous among genders. The same can
be asserted about the respondents’ age and regions, which is
displayed in the second table.

The perception of the pandemic threat is radically dif-
ferent between the young and elderly respondents. If the
72.0% of the youth aged below 21 perceive the pandemic
as extremely serious (29.0%) and serious (43.0%), the same
figure among the elderly amounts to 84.0%, more than half
(56.0%) of them regard it as extremely serious and 28.9% as
serious. Against the background of this, as compared to both
age groups, the respondents aged 21-60 show the lower fig-
ure of the perception of the pandemic threat (69.9%). Among
the people in this latter age group 31.0% see the pandemic
as extremely serious and 38.0% as serious. If the high figure
of the perception of the pandemic among the elderly indi-
viduals is caused by the fact that people aged above 60 face
a greater risk of becoming infected with the virus, it is hard
to explain the reason behind why 29.0% of the youth aged
under 21, and 31.0% of those aged between 21-60 think that
the threat is less serious or not serious. Under the general
circumstances of the pandemic an unserious attitude of the
60% of the population toward the coronavirus compels us to
stop and think. The above-mentioned is exactly the main rea-
son why the number of the infected people rose quickly in
Georgia during the period after the research (from November
2020 to May 2021).

Interviewing the population unequivocally confirmed a
high correlation between the perception of the threat of the
Covid-19 and the levels of observance of the infectionists’s
recommendations. Those individuals, who regarded the virus
as extremely serious, 97.2% of them, fulfilled the medics’ rec-
ommendations, while among those who deemed the threat
to be unserious, only 38.3% fulfilled the mentioned recom-
mendations.

In this respect it is interesting to see what kind of situa-
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Figure 2. The level of disregarding the infectionists’ recommendations by the population according to sexes and cities (%)
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tion we have according to the selected cities, shown in Table
3. Looking at the table it becomes clear that in terms of those
respondents who perceive the coronavirus threat seriously
(among them extremely seriously) and consequently, con-
stantly or often fulfill the recommendations of infectionists,
we observe a better situation in Batumi (87.0%) and Thbilisi
(83.6%). However, this figure can be deemed to be satisfac-
tory in Kutaisi and Khashuri, where nearly 2/3 of the respon-
dents take into account the infectionists’ recommendations.
With regard to “doubting Thomases”, 27.5% of the Khashu-
rians and 26.0% of the Kutaisians still observe these recom-
mendations. The same figure is substantially lower in Thilisi
(16.4%) and Batumi (13.1%).

It is noteworthy that from among that portion of the
respondents who look at the pandemic less seriously or
unseriously, an absolute majority of the people from Thilisi
and 25% of those from Batumi do not fulfil the given recom-
mendations. Despite the fact that they perceive the corona-
virus threat to be serious, in contrast to the individuals from
Thilisi and Batumi, 24.5% of the Kutaisians and 30.0% of the
Khashurians do not observe the recommendations. From
among the “doubting Thomases” of these two cities 75.5% of
the Kutaisians and 70.0% of the Khashurians do not observe
the mentioned recommendations.

Studying the issue in certain cities, according to the re-
spondents’ sexes manifested that an equal number of the
women in Thilisi and Kutaisi (33.3%) do not take into account

Khashuri Batumi

O Total number of the interviewed

the medics’ recommendations. The level of disregard of the
recommendations is equal among the women from Khashuri
and Batumi (16.7%) as well, however, their figure is twice less
than the level of disregard of the recommendations among
the interviewed women from Thilisi and Kutaisi. As regards
the level of disregard of the infectionists’ recommendations
by the men, except from those living in Kutaisi and Khashuri,
the same figure of the men in the rest of the two cities sig-
nificantly lags behind the corresponding figure of the women,
and the men in Batumi do not observe the recommendations
at all. Under these circumstances, the levels of disregard of
the recommendations by the men in Kutaisi and Khashuri, de-
spite their dissimilar figures, exceeds nearly twice the level of
the women residing in the same cities.

The sincerity of the respondents (especially Kutaisian
men) is confirmed by the fact that, despite realizing the ne-
cessity of fulfilling the medics’ recommendations in order to
fight against the Covid-19 by an absolute majority of the re-
spondents, they still did not adhere to them or fulfilled them
less. With regard to observing the medical-hygienic recom-
mendations, the women interviewees displayed much more
responsibility and discipline compared to their male counter-
parts. From among the women only 9.1% did not observe the
recommendations at all or did so rarely and the same figure
for the men was 20.8% (on average — 14.1%).

The in-depth interview also confirmed the negative con-
sequences of ignoring the medics’ recommendations. Name-

Figure 3. The level of disregard of the infectionists’ recommendationsby the population
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Table 4. Subsidization of the communal expenses of
the households is deemed to be the most successful mea-
sure (Percentage from the total number of the respondents)

Thilisi
96.1

Khashuri
75.0

Batumi
97.1

Kutaisi
84.6

Georgia
90.2

Percentage

ly, among the respondents’ relatives (family member, relative,
and acquaintance) those who did not observe the recom-
mendations faced 5 times more occurrences of infection than
those who did observe the medics’ recommendations.

It is true that the absolute majority of the interviewed
people reckon that they fulfill the recommendations given by
the infectionists (96.2%), however, only half of them do so
constantly, which must also be included as one of the import-
ant conditions for spreading the virus. Additionally, the share
of those respondents who constantly fulfil the mentioned
recommendations among those who suffer from a chronic
illness is 1.7 times higher than among those individuals who
are not inflicted by the chronic illness (64% and 38%, respec-
tively; on average — 46%). In this regard to the women take
more responsibility for observing the doctors’ recommen-
dations than their male counterparts. Among the female re-
spondents the level of disregarding the recommendations is
2.1 times lower than the analogous figure of the males.

Among the number of recommendations coming from
doctors the respondents most of all (frequently) pay heed to
the advice of wearing a mask in the closed space and areas
of public hangout (approximately 46.8%); recommendations
that are least observed include curbing mass gatherings, so-
cial distancing (10.2%) and spraying one’s hands with an anti-
septic liquid (12.6%).

We can conclude that an undesirable self-caring behav-
ior of the population established under the conditions of
Covid-19 has significantly contributed to the rise of the cas-
es of the coronavirus infection and subsequent instances of
death during the period after the research (since November
2020 until today).

Despite the important anti-pandemic measures under-
taken by the government (lockdown, preventing sport and
cultural events and banquets, inoculation, restricting the
work of public transportation, etc.), it was exactly the incor-

rect self-caring behavior of the population that determined
the third wave of the pandemic in April-May of 2021.

Among the respondents 41.5% think that the measures,
implemented by the Georgian government in order to over-
come the losses incurred as a result of the pandemic, were
adequate to the scales of the loss. At the same time, only
5.9% of the respondents reckon that the mentioned mea-
sures exceed the scales of the loss. This latter figure is 6 times
lower than the number of those in whose opinion the govern-
ment measures substantially lag behind the scales of the loss.
Moreover, almost half of those respondents who think that
the measures undertaken by the government were adequate
to the scales of the loss also view the Covid-19 threat as se-
rious and the figure of that contingent for whom the virus
does not pose a serious threat (or any kind of threat, for that
matter) is only 21.5%.

According to the 76.7% of the respondents, the most
successful step of the Georgian government in alleviating the
losses to the country’s economy caused by the coronavirus
and among its anti-crisis measures was subsidizing the com-
munal expenses of households.

Furthermore, the level of positive assessment is in high
correlation with the urbanization level of the respondent’s
center of population. Taking into account the mentioned cir-
cumstance, the level of positive assessment of the commu-
nal expenses is especially high in modern Thilisi and Batumi
which are loaded urban-wise and in less loaded Khashuri
(table 4).

The second place was occupied by the program under
the auspices of which the government gave 200-GEL aid to
the children aged below 17 (69.4%), and the third — monetary
assistance provided for the unemployed (51.4%). In as much
as the respondents could name several successfully imple-
mented measures, the sum of such measures amounted to a
number higher than 100 percent.

Economic crisis caused by the coronavirus did some
damage to the 76.1% of the interviewed individuals; only ev-
ery fourth household survived losses. According to the popu-
lation centers, the highest level of damage was confirmed in
Kutaisi (more than 9/10 of the respondents), the lowest — in
Batumi (44.0%).

It must be noted that more than a quarter of the respon-
dents lost a job due to the Covid-19 (27.2%), however, the

Figure 4.The most successful measures (From the total number of the respondents)
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Figure 5. The share of the respondents who faced damages from the economic crisis caused by the coronavirus in the

total number of the interviewed individuals
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Khashuri Kutaisi

number of those people who did not lose the job but had to
move to a part-time labor or receive a lower salary hourly is
nearly twice as much (53.4%).

A fairly large number of the population (30.4%) could
not pinpoint the time when their family’s income would ar-
rive at the pre-crisis 2019 level. From among the interviewed
individuals 17% think that not even two years will be suffi-
cient for their income to reach the pre-crisis level, and 17.4%
reckon that their family’s income will never reach the 2019
level ever. In this respect, the respondents from Batumi are
the most optimistic (44% of them think that their family’s
economic situation will arrive at the pre-crisis level in less
than 1 year; for comparison — on average, only 19.4% think
so in the whole country). The most pessimistic attitude was
noticed among the Khashurians, where the share of the re-
spondents who have a pessimistic disposition and are left in
an uncertain situation is the highest (figure 6).

The interview has revealed one more important trend:
the better the respondent’s health condition the more opti-
mistic is the assessment of the economic perspective of their
own household. For instance, among those respondents who
assessed their health with five points (using the 5-point as-
sessment system) the assumption that the deteriorated eco-
nomic situation of their households caused by the crisis will
return to the pre-crisis 2019 level exceeds 4 times the analo-
gous prognosis of those individuals who assessed their health
condition with three points (table 5).

Georgia Thilisi Batumi

Furthermore, despite the perception of the Covid-19
threat by the respondents, the economic crisis caused by the
pandemic influenced three out of every four people equal-
ly negatively. In spite of their age, the economic situation of
these respondents deteriorated because of the coronavirus.
On top of that, those families which had a direct or indirect
contact with the infected individuals experienced, to a certain
degree, higher losses brought about by the crisis than those
families that did not have the same kind of contact with the
infected (85% and 72.9% respectively; on average — 76.1%).

Sex, age and regional structure of the Georgian popula-
tion were taken into consideration during the interview. This
makes the received data quite objective and representative.

The individuals who had a direct or indirect contact with
the infected people observe the infectionists’ recommenda-
tions considerably more. The indicator of observing the rec-
ommendations among those people who had contact with
the infected is nearly 1.5 times greater than the same indica-
tor of that contingent who did not have any kind of contact
whatsoever with the infected (60.9% and 41.6% respectively).

The above-mentioned research not only provides us
with firm and unbiased information regarding the spread of
the coronavirus, the quality of the population’s perception of
the threats coming from the virus and their reaction, but it
also has a practical value for the government in formulating
and increasing effectiveness of anti-pandemic and anti-crisis
packet of measures.

Figure 6.In the respondents’ opinion, their family’s income at the level of the pre-crisis 2019 period
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Table 5.The economic condition of the households will arrive at the pre-crisis 2019 level (%)

Within the
nearest 6 months

Will not return to the pre-
crisis condition

Assess their health with
a 5-point system

- 3 points 11.1 29.1
- 5 points 41.7 27.9
CONCLUSION Fourthly, in spite of the fact that the women are more

Despite the fact that the pandemic is still raging and
the medics and epidemiologists have already announced the
“fourth wave” in autumn, we can still draw some conclusions:

Firstly, the period between the waves is approximately
3-4 months, during which time the quantity of the cases in
terms of the infected and deceased stays at the stable level;

Secondly, each wave in Georgia was specific when its
negative effect had varying dimensions from the medical and
economic standpoints. During the first wave of the pandem-
ic the economy of the country suffered the most, while the
second wave damaged the sphere of healthcare and the third
impacted, more or less, the both fields. For example, in May
2021 the average round the clock amount of the infected
people increased 3.5 times compared to March, whereas the
number of the deceased increased 2.5 times. “In exchange”,
the mentioned period brought about the revival of the econ-
omy and an unprecedented growth of export.

Thirdly, the “third wave” (and subsequent “waves”) will/
can not have the same negative power as the previous ones
because the country has successfully implemented and is car-
rying out the general inoculation process of its population.

cautious and disciplined in terms of the coronavirus, they
have a substantially higher incidence rate than the men.
Namely, from among the total number of the infected in
2020, 57% were women and 43% — men.

Fifth, 2528 people died from the coronavirus in Georgia
in 2020 which is 5.0% of the total number of deaths that year
and only 1.1% of the people ill and dead from the Covid-192.

We must locate the main reason for the rapid growth of
the cases of infection in Georgia during the period after the
research (from November 2020 to May 2021) in quite a high
number of those people who adopt a puerile and unserious
attitude toward the Covid-19 (39.3% of the respondents).

The research has confirmed that no less than 9 individ-
uals have a direct and indirect contact with a single infected
person. This must be deemed to be one of the important fac-
tors for spreading the virus. Therefore, along with the efforts
of the medical personnel, citizens’ responsibility and obser-
vance of preventive measures have to play a significant role
in fighting against the pandemic. Massive inoculation and ob-
serving preventive and hygienic measures are among those
basic devices which determine the final strategy of victory
over the Covid-19.

2 For comparison: lethality figures of the Covid-19 in some other countries, according to the December 31, 2020 data amounted to: in Mexico
—8.82%, in China —5.32%, in Australia — 3.20%, in Sweden —2.03%, in Armenia — 1.77%, in the USA — 1.73%, in Azerbaijan — 1.41%, in Turkey —

0.95% (one year with the Covid-19. 2021: 27)
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INTRODUCTION

The last decades featured significant changes in the
world economy. Besides the economic aspects, political,
social, ecological and other factors are getting more active,
which modifies the traditional perspectives. The most distinc-
tive shifts in the economic system began at the end of the
last century, in the form of post-communist transformation,
one of the most important political and economic processes.
The process affected certain group of countries, which had to
transform their economies. There was an inevitable necessity
to adjust the existing institutions.

There was no exact prescription for the economic trans-
formation, from command economy towards market-based
one, at the initial period of transition, nor exists such formula
even in modern economics (Papava, V. 2003). Therefore, mis-
takes were made by the countries themselves and by inter-

GLOBALIZATION AND BUSINESS Ne11, 2021

national organizations as well. International monetary insti-
tutions were helping post-socialist countries in various forms,
such as financial resources, technical assistance and recom-
mendations (Berend, T. I. (2009). The support of the inter-
national institutions was very important since without their
assist the post-socialist countries themselves had neither the
resources nor the experience to implement drastic reforms
and transform into the market economy (Papava, V. 2013).
Thus, the international organizations have an important role
in the process of transformation, in the establishment of the
market-based institutions and in organizing the basis for the
economic development of these countries.

The countries with better initial conditions and a more
aggressive approach to reforms achieved stabilization more
quickly. A clear example is Poland, which, despite being close-
ly integrated with the socialist economic countries, owing to
its state attributes (national currency is a sufficient example
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of this) could complete the process of transformation more
quickly and became a full member of the EU economic sys-
tem (Sachs, J. (1993).

The lack of state attributes of an independent state, mil-
itary opposition and rude violations of the law supremacy
principle rather prolonged the process of economic and po-
litical transformation of Georgia (Wheatley, J. (2017). conse-
quently, the time to use to realize swift and efficient reforms
was ‘lost’. Due to miserable historical twists and turns, Geor-
gia is still preparing to become a part of the EU, while Poland,
side by side with other post-socialist countries, has been an
EU member since 2004.

Also, it must be emphasized, that there are no specific
and generally accepted criteria, by which it is possible to de-
termine whether the transformation process is already com-
pleted or not. Becoming a member of the European Union
is considered to be one of the criteria. If the EU decides that
the economy of the country, which is in the process of transi-
tion, is ready to be a Union member, it most likely means that
the transition has completed and the economy of the country
operates according to the market principles. Poland has gone
through this process, and Georgia must go through it.

The process of reforming was also influenced by
non-economical factors, such as the level of sociopolitical de-
velopment in the society, the experience accumulated by the
State, national mentality, leadership, etc.

Poland and Georgia were overburdened with the whole
complexity of the transformation process and suffered from
the shocks of the economic and political systems. The most
pressing challenge was creating a competitive economy. Cre-
ating, maintaining and developing a competitive economy
has been, is and will be the most important issue for coun-
tries (Kolodko, G.W. 2019). The absence of large internal re-
sources and savings is due to foreign dependent investments.
It must be emphasized, that getting interested from investors
of a large scale, requires relevant legislation, modern infra-
structure, a steady macroeconomic environment and assur-
ance of political safety. In this regard, especially Poland and
also Georgia has made significant progress (Mikiashvili, N. &
Karmowska G. 2019).

The process of European integration became more ac-
tive during the 1990s, and as a result of strengthening and
deepen partnership, several of the post-communist countries
were accepted in EU as the members (Poland, Czech Repub-
lic, Lithuania, Latvia, Slovakia, Hungary, Estonia and Slovenia),
followed by Bulgaria and Romania (2007) and Croatia (2013).
These countries have advanced and completed the transfor-
mation process, while in other countries, including Georgia,
this process was relatively delayed. Georgia was overbur-
dened with the whole complexity of the transformation pro-
cess and suffered from the shocks of the economic and polit-
ical systems (Papava, V. 2016).

However, it should be noted, that despite relatively high
rates of economic growth, the model of economic develop-
ment in Georgia is rather a consumer model, than an innova-
tive and productive model.

There have been attempts to normalize the economics
and make it less dependent on import, stimulate novelties,
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etc., but the years pass and no essential positive outcomes
are seen in this regard. The development of the real sector of
the economy is one of the most crucial factors for ensuring
macroeconomic stability. As for the economy of Poland, it is
advanced in this respect as evidenced by relevant macroeco-
nomic and international indices (Karmowska, G & Mikiashvi-
li, N. 2020). A country striving for sustainable development
and increased competitiveness must formulate a social and
economic development plan based on the following princi-
ples: ensuring rapid and efficient economic growth, which is
oriented towards the development of the real sector of the
economy; pursuing economic policy, that stimulates inclusive
economic growth; and ensuring ecological safety and sustain-
ability, and rational usage of natural resources.

METHODOLOGY AND DATA COLLECTION

The methodological basis of the writing of the article
became the general scientific methods of cognition (dialec-
tics, analysis, synthesis, systemic, analogy, historicism, system
analysis). The data used for analysis was taken from the web-
sites of the official, non-governmental and international orga-
nizations. The mathematical and econometric apparatus was
used to identify and describe interrelations between various
indicators.

The main focus of the research process was on two in-
dices. These are the Economic Discomfort Index and Rule of
Law Index. The Economic Discomfort index helps determine
how the average citizen is doing economically, while the Rule
of Law Index allows describing the legal and political envi-
ronment that predominantly determines a country’s stability
and attractiveness. One of the components of EDI is the fo-
cus on unemployment levels. Diagrams are constructed and
regression models for economic analysis and forecasting are
recorded. Various scientific articles, legislative acts, reports
of the international organizations and other works have been
studied in the process of writing this paper.

“SHOCK THERAPY” IN POLAND AND GEORGIA

In 1991, after collapsing the communist regime, Poland
was one of the first countries, where the process of transi-
tion into the market economy has started with the method
of “Shock Therapy”. The "Shock Therapy", also termed Balce-
rowicz Plan, was a method for rapidly transitioning from an
economy based on state ownership and central planning, to a
capitalist market economy. Poland was followed by Russia, in
the January of 1992 Russia began to realize “Shock Therapy”,
and one month later realization of the Russian version of the
Balcerowicz Plan began in Georgia as well. It should be men-
tioned, that the impact of Polish experience and Polish econ-
omists on the executed (and not accomplished) economic
reforms in independent Georgia is significantly large.

The Balcerowicz Plan could not be executed in Georgia,
because for several objective and subjective reasons. The ex-
ecution of the “Shock Therapy” requires consistent use of the
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Monetary and Fiscal institutions. In the case of the absence
of these institutes, the method of “Shock Therapy” can’t be
used fully, and every attempt is doomed to failure. This thesis
can be proved with Georgian experience.

Famous Georgian economist, Vladimer Papava has stud-
ied the transformation period thoroughly. In his book “Mac-
roeconomics of Post-Communist Transformation” (Papava,
V. 2005) he has analyzed each paragraph of the Balcerowicz
Plan and the possibilities and difficulties of implementation
of this plan in Georgia. We will try to formulate the main
problems that Georgia has encountered at the beginning of
the transformation process. First, we will discuss the example
of Poland.

During the initial stage of “Shock Therapy”, the following
measures have been executed simultaneously in Poland:

1. Deliberate encourage of the inflation processes to
achieve equilibrium on the market;

2. “Strict” restriction of the population incomes;

3. Significant increase of the interest rates, reduction
of the quantity of money in circulation (saving incentives);

4. Reduction of budget expenditures, at the expense of
reducing capital investments and subsidies for the unprofit-
able enterprises;

5. Emission of the government bonds to cover the defi-
cit of the state budget;

6. Regulation and unification of the tax system;

7. Introduction of the unified exchange rate of Zloty
to US Dollar, provision of conversion of Zloty on the internal
market;

8. Introduction of new customs duty to restrict the im-
port and stimulate the export;

9. Provision of the public assistance within the actual
capability of the government;

10. Elimination of the monopolistic structures and re-
jection of administrative interference in business activities by
the state.

It should also be noted that according to most econo-
mists, Balcerowicz "shock therapy" was justified in Poland
and the country was able to transform rapidly.

After reviewing the original Balcerowicz Plan we can an-
alyze to what extent it was adopted in Georgia. We will dis-
cuss each direction of the “Shock Therapy” separately:

1. To achieve the market equilibrium, the regulated
prices on goods and services in Georgia have significantly in-
creased, only in 1991 CPI was 180%, and for 1992 this index
increased up to 25 times. It can be said, that the first para-
graph of the Balcerowicz Plan was carried out in Georgia.

2. Despite the fact, that there was not taken any harsh
regulatory measure in Georgia (as it was carried out in Po-
land) that would restrict the growth of the wage fund, the
increase of salaries and social assistance had been evidently
behind the price growth. Therefore, it can be considered that
the second paragraph of the Balcerowicz Plan more or less
was executed in Georgia.

3. In1991-92 Georgia had not had its monetary system
(there were circulating Rubles of the dissolved Soviet Union
and newly introduces Russian Rubles), thus Georgia couldn't
restrict the quantity of money in circulation by increasing
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interest rate. Georgia had managed to accumulate some
amount of money on deposits with the condition of doubling
the funds, but in the second half of 1992 due to complications
of bringing cash from Russia (Russia had remained the money
issuer), the money accumulated on deposits had been used
to pay salaries and pensions. Thus, the execution of the third
paragraph was a failure.

4. 1In 1992 the share of the state capital investments in
the state budget had not declined, while the volume of the
donations had increased up to 5 times. The fourth paragraph
was not fulfilled as well.

5. Government bonds practically had not been used as
the instrument to cover the deficit of the state budget;

6. The regulation of the tax system in Georgia had al-
ready begun in the summer of 1991, therefore the sixth para-
graph of the "Shock Therapy” can be considered as accom-
plished.

7. In 1992 Georgia had not had national currency, so it
was practically impossible to execute the seventh paragraph.

8. In 1992 unified customs duty had been introduced,
the rate of import duty was 2%, and the rate of export duty
was 8%. These rates could neither restrict the import nor
stimulate the export. So, neither the eighth paragraph was
executed.

9. In 1991-92 there had not existed any special assis-
tance programs for low-income families in Georgia, and the
social security system did not recognize assistance differen-
tiation according to income levels of the families. Therefore,
unfortunately, the ninth paragraph could not be carried out.

10. In 1992 for the first time, Georgia had adopted leg-
islative and governmental decisions about the restriction of
monopolistic activities and encouraging the development of
the competitive market. As expected, the execution of these
decisions within a short period could not be realized compre-
hensively and on large scale.

Consequently, only 3 paragraphs out of 10 paragraphs
of the Balcerowicz Plan, the classical scheme of the “Shock
Therapy” for post-communist countries, have been accom-
plished in Georgia. Could not be executed such important
measures as the abolishment of budget subsidies and strict
reduction of the quantity of money in circulation.

In the first half of the 1990s, the output decreased sig-
nificantly, trade linkages and internal economic relations col-
lapsed. Inflation has increased to such an extent, that the reg-
ulation of the exchange rate became meaningless. Because
of the hyperinflation, the National Bank was trying to adopt
a strict monetary policy. The National Bank intended to reg-
ulate inflation and provide economic growth and currency
stability. This goal was prevented by the fiscal crisis in Geor-
gia and external factors, such as the economic crisis in Russia
and other partner countries of the regional organization - The
Commonwealth of Independent States (CIS).

In 1998 the economic crisis in CIS countries deepened.
In the conditions of strong external shock and deepened
internal fiscal crisis the behaviour of the economic agents
changed drastically. Changes in behaviour reflected in ex-
cessive demand for foreign currency. In 2000 the global fi-
nancial and economic situation has improved. The reforms,
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implemented during the first decade of the transformation
process had paid off and after the beginning of the 2000s,
the countries achieved macroeconomic stability. And more
intensive integration into the global economy increased cap-
ital flows to these countries. The foreign direct investments
(FDI) had positive subsequent effects, such as new jobs, ac-
cess to advanced technologies, the appearance of new prod-
ucts and new market segments. Tax privileges and simplified
bureaucratic procedures are not enough measures to interest
investors of large scale. As the international practice shows,
in the case of temporary tax privileges majority of investors
leave the country after the expiration of these privileges. Be-
sides, the implemented reforms often were inconsistent and
spontaneous. Despite high economic growth in several years,
benefits did not reach the majority of the population.

The government can formulate a strategy for socio-eco-
nomic development, which is based on three main princi-
ples: ensuring rapid and efficient economic growth, which is
oriented towards the development of the real sector of the
economy; pursuing economic policy, that stimulates inclusive
economic growth; and ensuring ecological safety and sustain-
ability, and rational usage of natural resources.

The priority of the government is to solve the problems
which obstruct the economic policy from achieving its prima-
ry goal —inclusive economic growth. After analyzing the Geor-
gian economic conjuncture, some problems were revealed,
which hinder economic growth, such as low competitiveness
of the private sector, incompetent human resources and lim-
ited access to financial resources. In the case of Poland, most
of the similar problems have been overcome.

MACROECONOMIC POLICY’S ASPECTS AND
SOME GLOBAL WORLD INDEX

Macroeconomic policy has several important goals: eco-
nomic growth, full employment, economic efficiency, price
stability, social peace, balanced and positive balance of pay-

ments and others. As we know economic growth is directly
related to the growth of capital, herewith an important issue
is the effective use of this capital. Capital growth can be at the
expense of investments in both physical and human capital.

One of the most pressing problems Georgia faces is the
consumer model of the economy. Unfortunately, economic
development policy usually is directed to the stimulation of
consumption, not to the growth of productivity. Without a
developed real sector it is impossible to achieve an economi-
cally strong country with a stable macroeconomic. In the con-
sumption-oriented economy of Georgia import exceeds ex-
port more than three times. This imbalance is financed partly
by foreign direct investments, partly by revenues from tour-
ism and also from the transfers of Georgian citizens who live
abroad. The real sector in Poland is well developed. There-
fore, when comparing the volume of production per capita,
the contrast is obvious (Chart 1).

For the development of the economy in general, ad-
vancement in the process of European integration has a sig-
nificant meaning. In this regard, Georgia has succeeded. On
June 27, 2014, Georgia signed an Association Agreement with
the European Union, and one of the most important parts
of the agreement is DCFTA — Deep and Comprehensive Free
Trade Area. Negotiation processes for DCFTA had begun in
2009. After signing this agreement Georgia has undertaken
obligations in various fields, such as intellectual property
rights, quality care, sanitary and phytosanitary measures,
food safety strategy and the program of approximation of
the legislation. The government tries to overcome this obsta-
cle with various measures, such as informing manufacturers
about the specific requirements, introducing new regulations
and establishing new institutional bodies (Mikiashvili, N. &
Chokheli, E. 2013).

The modern world is inconceivable without deepening
interrelations, which is the concomitant process of globaliza-
tion. That is why the regional aspects of the problem should
be highlighted. As for Georgia, EU integration is a fundamen-
tal matter for both, domestic and foreign policy.

Chart 1. GDP per capita (constant 2010 USS) in Poland&Georgia during 1990-2019 years
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Chart 2. CPI & Unemployment Rate of Poland and Georgia (2000-2020).
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The intensity of economic transformation and develop-
ment of Poland and Georgia is reflected in various interna-
tional rankings and indices. The macroeconomic stability of
the country is characterized by the Economic Discomfort In-
dex and the Rule of Law Index. EDI is a combined indicator of
the gross level of severity of two macroeconomic problems
in the country: unemployment and inflation, their negative
impact on the economy and the level of their severity in the
country. Rule of Law Index shows the level of economic or-
der, competitive environment and protection of property as
well as personal freedom and stability based on the law in
the country. As the economic discomfort index is formed with
the inflation and unemployment indices, it is better first to
describe the trends seen in this regard in the present century
in Poland and Georgia.

As already mentioned, the development of a real sector
is particularly important for the sustainable and stable devel-
opment of the economy as evidenced by low inflation and un-
employment rates. This is why both indices are low in Poland

for the two decades in question resulting in a low economic
discomfort index. Both rates are higher in Georgia than in Po-
land, although in this case a significant difference was found
when comparing unemployment rates.

Besides, because of the high rate of self-employment in
Georgia (as well as in other South Caucasus countries) Philips
curve is practically unusable, while in developed countries
this curve indicates inverse dependence between inflation
and unemployment rate. In Georgia increase in inflation, as
a rule, does not impact a reduction in unemployment, and
vice versa. In Georgia, Inflation has relatively modest share
information of EDI, which is caused mainly by the high rate of
unemployment and the prices of imported goods.

Unemployment in Poland is scattered around the nat-
ural level, so the curve is relatively smooth and reflects the
economic pattern observed in the EU countries.

Statistical analysis confirmed the theoretical and prelim-
inary assumptions, the Polish EDI curve was described with
high accuracy (Determination coefficient R2=0.8837) by the

Chart 3. Economic Discomfort Index of Poland and Georgia (2000-2020).
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Chart 4.The unemployment rate in Poland and Georgia in 2019-2020.
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logarithmic function, while the same indicator is quite low for
Georgia (R2=0.3525).

Unemployment constitutes the largest share of EDI in
both countries (in the case of Poland it is 80.01% and for
Georgia 76.26%), but since the unemployment rate in Geor-
gia is high, this leads to a significant deterioration in the EDI
for the latter. As for the share of inflation, for Poland and
Georgia, it is 19.99% and 23.74%, respectively.

The average annual EDI rate for 2000-2020 is 12.9719
for Poland and 21.12381 for Georgia. The average unemploy-
ment rate and inflation rates are, respectively, 10.37143 and
2.590476 for Poland and 16.10952 and 5.014286 for Georgia.

The high economic discomfort index is a negative factor
as it is a sign of macroeconomic instability and imbalance in

the country. On the other hand, the lower the macroeconom-
ic discomfort index is, the more positive the country’s eco-
nomic development trend is. A country’s economy is more
stable and resistant to risks and challenges. In the short-term
perspective, the economic discomfort index will “be heavi-
er” for all countries as a result of the pandemic. Covid-19
has affected all the countries and the world, in addition to
health problems, has faced employment issues. For instance,
the analysis of 2019-2020 data confirmed an unemployment
growth both, in Poland and Georgia. However, in Georgia, it
affected all age groups irrespective of gender, while the im-
pact group in Poland was the youth under the age of 25. Con-
sequently, the future perspectives of Poland are positive. See
the Chart 4.

Table 1. Ranking of Poland and Georgia among the leaders and outsiders as per the Rule of Law Index).
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The legal environment is important in solving the major
macroeconomic problems and achieving stable development
of a country what may be evaluated through the Rule of Law
Index. It is therefore interesting to analyze the worldly posi-
tions by considering the factors forming the given index and
see prospects.

Progress in the given directions has an important impact
on the disposition of the country society and citizens’ ap-
proach to entrepreneurship and labour on the one hand and
the stable economic development on the other hand.

The Rule of Low Index characterizes the situation in the
country according to eight factors. Table 1 shows the ranking
of the world countries, including Poland and Georgia based
on the latest data of 2020.

Factor 1 (Constraints on Government Powers) measures
the extent to which those who govern are bound by law. Fac-
tor 2 (Absence of corruption) measures the absence of cor-
ruption in government.

Factor 3 (Open Government ) measures whether basic
laws and information on legal rights are publicized and evalu-
ates the quality of information published by the government.
Factor 4 (Fundamental Rights) recognizes that a system of
positive law that fails to respect core human rights estab-
lished under international law is at best “rule by law,” and
does not deserve to be called a rule of law system. Factor
5 (Order and Security) measures how well a society ensures
the security of persons and property. Factor 6 (Regulatory En-
forcement) measures the extent to which regulations are fair-
ly and effectively implemented and enforced. Factor 7 (Civil
Justice) measures whether ordinary people can resolve their
grievances peacefully and effectively through the civil justice
system. Factor 8 (Criminal Justice) evaluates a country’s crim-
inal justice system.

As was expected, a country solving the macroeconom-
ic problems successfully has better legislative and executive
structures. The closer the Rule of Law Index is to 1, the more
chances a country has to achieve stable development and
to overcome macroeconomic problems. Poland is in a much
better position than Georgia in all respects. Besides, with its
total index, Poland ranks the 28th and Georgia ranks the 41st
among 128 countries. However, in Eastern Europe & Central
Asia regional aspect, with the same index, Georgia is the lead-
er among 14 countries with 6 factors (1, Il, 11, IV, VI, VIII) and
ranks the 6th in the other two cases (V, VII). As for Poland, it
has not such impressive results on the regional level, as it has
to compete with the world’s leading countries.

According to this index, Poland and Georgia have an ac-
ceptable legal environment for economic development. In
the future, it will also be interesting to discuss the economic
and legal aspects of the country's stability according to the
given indicators.
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CONCLUSION

The rates of economic transformation and achievements
of the countries have a direct effect on their regional inte-
gration, while deep integration becomes a stimulus of stable
macroeconomic development of a country.

The economics of Georgia falls back most Eastern
Post-Socialist countries, with less economic stability and sus-
tainability.

Macroeconomic stability is important not only for the
development of the economy but also for stability. In this re-
gard, low unemployment and inflation rates, as well as a legal
environment, are very important.

Trust in state institutions can play a positive role in terms
of macroeconomic stability. In turn, the view of the measures
taken by the government to some degree forms these ex-
pectations. Therefore, communication with the public is im-
portant. The public should be informed about the measures
already adopted, the future arrangements, the causes and
consequences of the implementation of these policies. This
way, the behaviour of economic agents won’t change dras-
tically.

The full implementation of DCFTA will affect the Geor-
gian economy in the short, medium and long term period.
Thus the market will be saturated with high-quality products
and resources. These circumstances will lead to better liv-
ing standards. With the stabilized macroeconomic environ-
ment and modern infrastructure Georgia will become more
attractive.

The economic potential of Poland is realized within the
scope of the European Union as evidenced by the country
succeeding in overcoming and fighting the major macroeco-
nomic problems. Owing to low unemployment and inflation
rates and a sound legislative environment, the country suc-
cessfully maintains the course of stable and sustainable de-
velopment.

Most of the macroeconomic problems of Georgia are
associated with the failure to use the capacities of the real
sector making the country import-dependent and unable to
achieve such rates of unemployment and inflation to guaran-
tee long-term macroeconomic stability within the scope of
the consumer economy.

The analysis of unemployment level before and after the
pandemic may be used as a lackmus of the macroeconomic
stability. Poland overcame this big challenge much more suc-
cessfully.

Improvement and maintenance of a sound legal base
and supporting the realization of a country’s economic po-
tential in the real sector what mitigates the unemployment
and inflation problems are important for sustainable macro-
economic stability.

41




GRAZYNA KARMOWSKA | NINO MIKIASHVILI

REFERENCES:

Berend, T.l. (2009). From the Soviet Bloc to the European Union: The Economic and Social Transformation of Central and East-
ern Europe Sence 1973. Cambridge University Press.

Geostat Database (PC-AXIS Database) of National Statistic Office of Georgia. Retrieved from: http://pc-axis.geostat.ge

Karmowska, G., & Mikiashvili, N. (2020). The assessment of development convergence among post-socialist countries
based on selected indices. Journal "Economia i Srodowisko - Economics and Environment" 3(74)/2020. https://doi.
org/10.34659/2020/3/23

Kolodko G.W. (2019). Economics and politics of post-communist transition to market and democracy. The lessons from Polish
experience. Post-Communist Economies. Volume 32, Issue 3 (2020).

Mikiashvili, N., & Chokheli, E. (2013). The Ways for the Improvement of Competitive Environment and Some Directions of
Antimonopoly Regulation (Example of Georgia). Economics and Management. 18 (3.)

Mikiashvili, N., & Karmowska, G. (2019). The Development of Georgia and Poland Compared to Other Post-Socialist Coun-
tries. Oeconomica 2019, 352(94)1, 43-58. http://foliace.zut.edu.pl/Volume352(94)

Papava, V. (2003). The Basic Causes of “Dragging Out” the Transition Period. Central Asia and South Caucasus Affairs. Tokyo,
The Sasakawa Peace Foundation

Papava, V. (2005). On The Theory of Post-Communist Economic Transition to Market. International Journal of Social Econom-
ics. 32(January):77-97. DOI: 10.1108/03068290510575658

Papava, V. (2013). Economic Reforms in Post-Communist Georgia: Twenty Years After. Nova Science Publishers

Papava, V. (2016). Georgia’s Choice: The European Union Or The Eurasian Economic Union. Expert Opinion. Georgian Founda-
tion for Strategic and International Studies.

Poland Macroeconomic Indicators. (2021). Statistics Poland. https://stat.gov.pl/en/poland-macroeconomic-indicators/

Sachs, J. (1993). Poland’s jump to the market economy. Cambridge, MA: MIT Press.

The World Bank Open Date. (2021). https://data.worldbank.org/

Wheatley, J. (2017). Georgia from National Awakening to Rose Revolution Delayed Transition in the Former Soviet Union.
Routledge

World Justice Project. Rule of Law Index (2020). Washington, DC. https://worldjusticeproject.org/sites/default/files/docu-
ments/WJP-ROLI-2020-Online_0.pdf

42 3QMBIWNDBOBOS @O 30363V Nell, 2021




3WM3dWNBOBNS VO 6056IL0 Nel1, 2021 GLOBALIZATION AND BUSINESS Ne11, 2021

JEL Classification: K1 https://doi.org/10.35945/gb.2021.11.005

THE DANGER OF THE PRIVACY "DISAPPEARANCE"
DURING A PANDEMIC IN THE CONTEXT OF
GLOBALIZATION AND THE GROUNDS FORITS
LEGITIMACY: AN INSTITUTIONAL ANALYSIS

MIKHEIL BICHIA

Doctor of Law, Chief Scientist at the Institute

for the Research of Economic and Social problems of Globalization,
Visiting Lecturer at Ivane Javakhishvili Thilisi State University, Georgia
mikheil.bichia@tsu.ge

Abstract. Protection of the private sphere has become particularly important in the context of the pandemic, due, on
the one hand, to the increasing use of technical means and, on the other, to the use of personal data to prevent infection.
Accordingly, the purpose of the study is to define the scope of the concept of a private sphere in order to determine which
relationships the public sphere applies to and when privacy begins. In this context, it must be clarified what the reasons are
for intervening in the private sphere during the pandemic and whether a limitation of the right can be considered permissible
(legal).

Using normative-dogmatic, comparative, sociological methods, as well as analysis and synthesis of problems, it was
established that the public and private spheres intersect in the information society, which makes it difficult to separate these
spheres. However, the increased use of technology during the pandemic was found to pose a greater threat of interference
in the private sphere. In this regard, it is important to establish strong and effective cybersecurity mechanisms. Thus, it is true
that technological development benefits society and is perceived as a good thing, but at the same time contains the threat of
invasion of privacy. This is especially true for the use of personal data during a pandemic to ensure public health. In this case,
a conflict of interest arises between the private sphere and public health, which must be resolved by careful examination of
the case and taking into account the principle of proportionality, so as not to violate an unreasonable right.

A study of European practice has shown that interference in the private life is permissible if the restriction of the right
(a) legally, (b) serves the legitimate public interest, (c) such restriction is necessary in a democratic society through the
application of other, less restrictive measures. In this regard, it is advisable to determine the priority interest on the basis
of a scrupulous analysis using the weighing method and the circumstances outlined above, which will prevent unreasonable
interference with someone's rights.

KEYWORDS: PRIVACY, PERSONAL DATA, TECHNOLOGICAL DEVELOPMENT, LEGALITY OF INTERVENTION.

For citation: Bichia M. (2021). The danger of the privacy "disappearance" during a pandemic in the context of globalization
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In a pandemic, social relations are undergoing a radical
modification, which largely leads to the active use of techno-
logical means. In order to prevent the spread of COVID-19,
direct relationships between people have been replaced by
relationships at a distance, maintained by a computer system.
Consequently, most people's work relies heavily on the tech-
nical means and proper functioning of the Internet. However,
the question arises: is the use of technological means benefi-
cial or does it increase the risks of disruption?

These problems have a direct impact on the legal space
and raise the question of a new regulation of social relations.
In this context, the protection of the private sphere became

relevant because privacy was opposed to the societal sphere,
and a person had to perform public and societal duties from
his home almost all day long.

The purpose of the research is, first of all, to briefly de-
fine the essence of the private and public spheres in order
to find out when the private sphere is formed and when the
public sphere begins. During a pandemic, privacy is partic-
ularly affected by the fulfillment of official or societal func-
tions at home, making it difficult to draw the line between
the public and private spheres. Therefore, it is necessary to
determine whether it is permissible to interfere in personal
life during a pandemic.
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At the same time, the issue becomes more relevant in
the wake of the development of public relations, because as
a result of democratic processes, the individual with his per-
sonal or sensitive areas is considered a central part of pro-
tection. However, in the conditions of a pandemic, the per-
sonal sphere of the person often disappears and therefore its
encroachment is made easier. In this regard, the aim of the
study is to determine the scope of the private life protection
in the conditions of a pandemic according to the international
standard. Hence, it is to be examined to what extent certain
restrictions on the right to privacy and freedoms of action in
general can be applied within the framework of international
requirements.

These problems raised are investigated with the help of
normative-dogmatic, sociological, comparative, analysis and
synthesis methods.

1. Content of public and private spheres

The public sphere includes everything that is not private
(Schiedermair, 2012:9), more specifically, a space where peo-
ple have the right to track or listen to an individual. In this con-
text the public is the antonym of private (Hornby, 2002:1022-
1023). In a broad sense, public sphere and societal life are
identical in content, they have a common goal - to perform a
public function. However, in a narrow sense, the public and
societal spheres are separated from each other, in particular,
the public sphere is related to fulfilment of the governmen-
tal or societal (non-governmental) functions (Lesch, 1998).
Relationships related to fulfilment of the non-governmental
duties are, by their nature, still societal, but not an integral
part of private life.

In this age of technology, the private and public spheres
are not diametrically opposed to each other, which is why
they often intersect. It is especially difficult in the media to
determine whether a particular issue belongs in the public
sphere or in the sphere of private life (Lesch, 1998). But it
is important to find out where the line between public and
private spheres goes.

As for privacy, this is an area that is not public (Schieder-
mair, 2012:9), i.e. an area free from society or public inter-
est, which combines private space, a place space to be alone,
secret, personal and particularly sensitive aspects, including
intimate relationships (Bichia, 2013). At the same time, it is a
private field, that allows a person to be left alone and freely
formulate thoughts (Schaar, 2007:19). Privacy is an import-
ant part of human’s autonomy and autonomy cannot exist
without the private sphere. Consequently, the loss of privacy
poses a threat to the violation of fundamental human values.
It entitles an individual to control information related to it,
including restricting access to that information (Demirsoy and
Kirimlioglu, 2016).

Thus, taking the different scope of intervention in one
or another private sphere and the specifics of their protec-
tion, it is advisable to draw up a typology of these spheres:
First of all, the most extensive is the private sphere, which
includes relationships built between people on a non-pub-
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lic basis, such as property, personal or intimate spheres of
a private nature, and other manifestations of a private rela-
tionship. However, it is true that all personal is private, but
not vice versa. However, sometimes in the context "private"
can be replaced by "personal" (Bichia, 2011). Personal life is
a part of private life and includes the individual field of a per-
son already isolated from other people, his/her spiritual and
personal aspects, which relate to physical and moral integrity,
personal autonomy, the means of developing individuality. As
for the intimate sphere, it is considered to be the narrowest
and most sensitive private sphere (Bichia, 2012:121, 327),
which includes sex life, personal confidential data (Results of
the medical examination, opinions expressed during the con-
fession, information provided to the lawyer) (Peyer, 2007),
and information about the state of health. That is why inti-
mate sphere is most inaccessible to the public. Thus, the pri-
vate and personal spheres are as related to each other as the
general and specific, type and form (Bichia, 2012:121, 327).

2. Boundaries of public and private
spheres in the information society

Private life experiences daily "erosion", which is a nat-
ural process: In the context of technological development,
reasonable expectations of privacy are also changing (Koops
and Leenes, 2005). With the development of a networked so-
ciety, the privacy has narrowed and public life has been taken
over to such an extent that some scholars have recognized
private life as "dead" (Froomkin, 2000:1461).

Especially important in this context is one of the most
important manifestations of privacy - informational privacy
(Rossler, 2001:17; Weber, 2007:3), which is associated with
the protection of personal data (Bichia, 2017). According to
the Law of Georgia, any information relating to an identified
or identifiable individual is personal (Article 2 (a) of the Law
of Georgia on Personal Data Protection, 2011).

"Any information" implies an information of different
types, formats and contents. Personal data can be objective
(for example, notice about student status or payroll) and sub-
jective - opinions, evaluations given in the context of infor-
mation (e.g., recommendation on hiring someone). In that
sense, it doesn't matter if the information is true (Tsanava,
2013; Directive 95/46/EC of the European Parliament and of
the Council). Accordingly, to treat information as personal
data, it should refer not only to information taken separately,
but to information that relates to a particular individual and
enables its identification (Nougréres, 2016:157). The individ-
ual, to whom the information relates, must be identified or
identifiable, otherwise such information will not be personal
(Tsanava, 2013). Data can be anonymous and pseudonymous.
Data are anonymised if it no longer contains any identifiers,
and data may be pseudonymised when identifiers are en-
crypted. Unlike anonymous data, pseudonymised data be-
long to personal data. As far as identification is concerned, a
natural person is identified if information about his identity is
known, and an identifiable natural person will be considered
as one who can be defined as a result of seeking additional
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information (European Union Agency for Fundamental Rights
and Council of Europe, 2018). As stated in European Union
law, the protection of personal data applies only to individ-
uals and the person is the sole beneficiary of the protection
of personal data. The General Data Protection Regulation
(GDPR), Council of European Law, and in particular the 108th
Modernized Convention, defines personal data as any infor-
mation relating to an identifiable and identifiable individu-
al. This person is referred to as the data subject (European
Union Agency for Fundamental Rights and Council of Europe,
2018:83-84) who primarily determines the availability of his
or her personal data.

In the current context of commercialization, personal
data are defined as a part of the broader concept of privacy
and it is believed that the protection of their data can be in-
creased more effectively if these data are recognized as prop-
erty rights (Prins, 2006). So sometimes the economic aspects
are combined in private life (Tzanou, 2017). However, in the
era of technological development, there is a great danger of
invading the personal sphere. This threat is posed by tech-
nological progress, economic interests, state control and the
growing interests of the people, public disclosures, and more
(Schaar, 2007:15).

In this case, the subjects of civil relations have the oppor-
tunity to carry out any action prohibited by law, even if it is
not directly provided by law (Article 10 (2) CCG). However, the
abuse of this freedom is prohibited by imperative norms (Ar-
ticle 10 (3) CCG). Private autonomy of one person is restricted
by private autonomy of another, and freedom of another may
be restricted by societal or public interest (Paulus and Zenker,
2001). The point is that every freedom is limited by respon-
sibility, by the rule of law. Unrestricted freedom that violates
private interest creates not a case of conflict of interest, but
a violation of private interest (Kiibler, 1999). Consequently, a
balance of interests is achieved by maximizing the protection
of these boundaries, otherwise a tortious liability may arise in
the event of a breach (Article 992 CCG 992).

3. Public health - the basis for legitimizing the
encroachment of private sphere during COVID-19

In February 2020, when the first deaths from COVID-19
were reported in France and the number of positive cases
was very high in Italy, the pandemic was considered a serious
problem in Europe. Various European countries in the Schen-
gen area have applied to businesses for data transmissions,
in particular, in early March, anonymous data exchanges
between businesses and the government were exchanged
to track the spread of COVID-19 and track the movement of
people. Anonymous phone location data used by the govern-
ments of Belgium, Austria, Estonia, France, Germany, Latvia,
Greece, Portugal, Italy and Spain (Klonowska and Bindt, 2020:
2-3). It is true that in this case a large part of the data is avail-
able to the authorities of different countries, but the data
were used in compliance with the principles of confidentiality,
transparency and efficiency. It was determined that anonym-
ity was necessary in connection with the lawfulness of the
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use of such data. It was also found that the use of telephone
location data during the pandemic was effective and unprec-
edented in both informing about the spread of the virus and
stopping its spread, narrowing the circle of infected people.
This method also has a preventive function (Klonowska and
Bindt, 2020:11).

If we look at the US, 43% of the various business sectors
here have closed for some time, continuing to operate for ap-
prox. 40%. This was a shock to relatively small enterprises, the
analogue of which is not sought after the Great Depression of
the 1930s. Before the pandemic these firms had little money.
They will either have to drastically reduce costs, or take out
additional loans or declare themselves bankrupt (Bartik Alex-
ander W., Bertrand M., Cullen Zoé B, Glaeser Edward L., Luca
M. and Stanton C., 2020: 17656-17666). In addition, public
order police on U.S. soil have been tasked with protecting so-
cial distance. It was decided that officers should spend more
time in patrol cars and have less contact with members of the
public. Also, in order not to disrupt the connection between
the Washington police and the public, the following approach
was adopted: The Columbia District Police organized meet-
ings in the form of a conference (and not direct meetings)
with the public (Hermann, P., Morse, D., & Jackman, T. 2020;
Jennings G. Wesley, Perez M. Nicholas, 2020).

In addition, restrictions and quarantine rules during
a pandemic can also pose a threat to constitutional rights.
However, these rules can also be a powerful tool to stop the
negative impact of the pandemic on our lives and reduce its
economic consequences. To this end, rules were adopted
that should have been applied to the "crisis regime" for some
time (Boon, Brunnermeier, Eidenmueller, Enriques, Gur-
rea-Martinez, Judge, Landau, Pagano, Reis & Zwieten, 2020).

As a result of these restrictions, the hotel business, trans-
port and leisure, tourism and various events industry were
severely affected (Leopoldina Nationale Akademie der Wis-
senschaften, 2020:15). Because of these and other negative
consequences, the coronavirus pandemic is considered to be
"the darkest hour of humanity" since World War Il (Berger,
Behn, 2019-2020:79).

All this led to the fact that public relations shifted to
the home and it became necessary to perform labor duties
at home. For example, in Latvia, as in many other countries,
during the pandemic, three ways of performing official func-
tions were activated: a. Doing work from home; B. Flexible
work schedule and c. Short-term work (Rodle &Partner,
2020:19).

Thus, the private sphere was obviously narrowed. The
fact is that the right to privacy can be restricted, especially
during a pandemic, when Internet access is high. The Consti-
tution of Georgia allows the restriction of private life, if it is
in accordance with the law and is aimed at the protection of
the necessary state or public security or the rights of others
in a democratic society (Constitution of Georgia, Article 15
(1)). According to paragraph 2 of the same article, the right
to privacy and communication may be restricted only when
it is not contrary to the law and serves the necessary state
or public safety or the protection of the rights of others in
a democratic society, with or without a court order, if this is
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due to an urgent need established by law (Article 15 of the
Constitution of Georgia, August 24, 1995 (as last amended),
N786-rs). It is urgent that the protection of the public inter-
est recognized by the Constitution within the principle of
proportionality is impossible for objective reasons without
the immediate restriction of the private interest. Clearly and
unequivocally, there should be little likelihood of this public
interest being protected in any other way. In case of urgency,
the time is so short that immediate action is necessary and
it is impossible to obtain a judge's order to restrict the right
(Judgment of the Constitutional Court of Georgia N1/3/407
of 26 December 2007).

According to Article 8 (2) of the European Convention on
Human Rights, public interference with the right to privacy is
permissible if such interference is carried out in accordance
with the law and is necessary to achieve public objectives in
a democratic society. Such legitimate public interest is con-
sidered to be public safety and health.

The Additional Protocol to the American Convention
on Human, Economic, Social and Cultural Rights (Article 10),
known as the San Salvador Protocol, states that everyone has
the right to health. It refers to having the highest quality phys-
ical, mental and social well-being. However, in order to ensure
health care, the Contracting Parties agree to recognize public
health as a public good (Additional Protocol to the American
Convention on Human Rights in the Area of Economic, Social
and Cultural Rights "Protocol of San Salvador"). According to
the Law of Georgia on Public Health, public health protection is
a set of measures aimed at improving the health of the popu-
lation, preventing and controlling diseases (Law of Georgia on
Public Health, Article 3 (a), 27 June 2007, N5069-rs).

The fact is that collecting data on the movement or
health of people during a pandemic can be important for pro-
tection of public health. It is advisable for countries to use
testing, isolate infected people and determine who they have
had contact with. South Korea, Singapore and Hong Kong
have achieved a special effect using this method. That's what
the US did not do (Long, 2020:90).

The case law of the European Court of Human Rights
has clarified that the storage of personal data (fingerprints
and DNA) is justified by the cumulative existence of three
preconditions: (a) intervention should be in accordance with
the law. The law must be precise and clear. In this case, the
scope of these measures, the rules of their application and
the minimum guarantees of protection will be clearly and in
detail defined for the storage and use of personal data; (b)
Intervention must be necessary in a democratic society and
(c) aimed at achieving a legitimate aim. In particular, for
an interference with the law to be considered admissible, it
must serve a legitimate purpose, such as preventing crime by
identifying new offenders. However, when the state recogniz-
es the leading role in the development of new technologies, it
must also take special responsibility to establish a fair balance
in this regard. As for the direct storage of data, it should be
proportionate to the purpose of its extraction and limited in
time (S. and Marper v. the United Kingdom, 04/12/2008).

The principles of the internationally recognized Syracuse
stipulate that a restriction of a right is permissible if: 1. the
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restriction is established by law; 2. The restriction serves a
common legal interest; 3. Restriction is necessary to achieve
the goal in a democratic society; 4. There is no less restrictive
measure to achieve this goal; 5. Restriction is not arbitrary,
unreasonable or otherwise discriminatory. The existence of
restrictions is largely dictated by public health needs (Akhvle-
diani, 2011:133-139). We find a similar record in the legisla-
tion of Georgia (Law of Georgia on Public Health, Article 453
(3), 27 June 2007).

In one case in Germany, it was found that while a ban
on overnight stays for tourists was somewhat of a serious vi-
olation of professional freedom and property rights, but such
an intervention is justified, because it serves a legitimate
purpose - to prevent new cases of coronavirus infection and
to reduce the spread of COVID-19. However, the principle of
proportional treatment should not be violated in relations
with different business sectors. Also, it was determined that
light measures do not cause immediate results and the ban
is temporary in nature (Verwaltungsgericht Berlin, Entschei-
dung vom 20.05.2020 - VG 14 L 97.20).

Like other countries trying to limit the spread of the vi-
rus, Germany immediately began large-scale testing to inves-
tigate permanent contacts. Early measures were taken in the
country to protect the elderly population, thus maintaining
a low level of infection of this vulnerable group in the soci-
ety (Sauerbrey, 2020). Consequently, good results have been
reported in Germany: large-scale testing, social distance pro-
tection, and access to most hospitals (so large that it receives
patients from France, Italy). Germany has become an exam-
ple of fighting the virus (Fasciaux, 2020).

Germany has considered a proposal to issue an "immu-
nity certificate" if people were tested for antibodies to the
virus. This eliminates the need for quarantine restrictions.
However, according to the German newspaper "Spiegel",
the Helmholtz Center for Infection Research in Braunschweig
wants to distribute hundreds or thousands of antibody tests
in the coming weeks, so that people can get out of quarantine
restrictions. Italy has a similar policy (Long, 2020:93).

However, the European Court has made it clear that un-
less it is necessary to disclose a person's health and lifestyle
in order to ensure public health and safety, it is advisable
not to disclose such data. The state should have an effective
mechanism to prevent the publication of health information
through the press (Biriuk v. Lithuania, 25/11/2008). A person
should be not means to an end but means to an end (Pford-
ten Dietmar von der, 2009:11). Consequently, if personal data
are not used as means to an end, human dignity will also not
be considered violated and will be protected.

The need to protect privacy and care for cybersecurity
are intertwined problems. The issue is relevant in the context
of technological development, which ultimately relates to the
relationship between business and consumers on issues of
personal data protection and threat protection. It is desirable
to develop new policies in line with new challenges, modify
technologies and tools to protect personal data (Sun, Strang
and Pambel, 2018).

The importance of the internet for modern society is
growing daily. The Internet is one of the possibilities of public
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or private relations. If there is no appropriate guarantee of
protection of information and anonymity of persons, com-
munication in any field may be interrupted. To prevent this,
the state has a positive obligation to respect privacy and to
ensure that this right can be exercised effectively. Also, within
the framework of a negative obligation, the state is obliged
to ensure non-interference with constitutional rights and
protection of the individual (Judgment of the Constitutional
Court of Georgia 241/2/519 of 24 October 2012).

However, the use of digital outlets has increased during
the pandemic. According to the German Social Security Code
(Socialgesetzbuch V-SGB V), people have the right to receive
digital health services. However, digital outlets also carry
risks associated with the theft of personal data (Gerke, Stern,
Minssen, 2020).

The more developed the state, the more it depends on
digital technologies. That is why the importance of cyber se-
curity is paramount. An unprotected computer system can
lead to catastrophic consequences. Cyber security is aimed
at ensuring the security of the assets of consumers and orga-
nizations and maintaining security in the cyber environment
from risks (Napetvaridze and Chochia, 2019).

Naturally, restrictive measures by the state in the pri-
vate sphere can also lead to the invasion of privacy. It is true
that the delegation of certain powers by the legislature to
the executive is justified in the public interest (Judgment of
the Constitutional Court of Georgia N1/1/1505/1515, 1516,
1529 of 11 February 2021). It is important, however, that
Parliament does not relinquish its core function and that it
is possible to balance the authorities in such a way as to ex-
clude the existence of immeasurable powers in the hands of
one branch of government (Different opinion of the Judge of
the Constitutional Court, Giorgi Kverenchkhiladze on the case
N1/1/1505, 1515, 1529).

For the protection of personal data, it is advisable to set
reliable and strong passwords that include at least 12 charac-
ters, in which, in addition to letters, numbers and symbols will
be represented. It would also be good to instruct employees
to change passwords regularly. Data protection will be limited
by the use of highly privileged accounts and the number of
failed logins, and more (Georgia Department of Law - Con-
sumer Protection Division).

It should be noted that after the coronavirus, the chal-
lenges posed by the pandemic to the protection of personal
information will not disappear anywhere. This includes giv-
ing consent, storing and disseminating data in the database,
transferring personal data for instant response to infections,
and more. Thus, after the pandemic is over, it is advisable for
experts to reflect on this problem and manage to balance
personal data protection in the face of public health threats,
even in terms of future preparedness (Long, 2020:97).

As Froomkin notes, the development of technology
poses a greater threat to interference in the private sphere.
Consequently, the rapid pace of invention and application of
technology is increasingly narrowing the privacy. Therefore,
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in the wake of the development of technology, it is necessary
to have the appropriate legal answers immediately, other-
wise the issue of protection of the private sphere will be too
late (Froomkin, 2000:1461, 1543).

CONCLUSION

As the research shows, the protection of information pri-
vacy in the conditions of the pandemic has become especially
important. The point is that in the information society, the
public and private spheres are intertwined, which makes it
difficult to draw the line between them. The study confirmed
that the private sphere is built on non-public sources and is
a space free from public scrutiny based on autonomy, which
includes property, family, intimate and other private matters.
However, in a pandemic, when a person performs his / her
duties from home, the private sphere is invaded and in fact
disappears for the most part. When it comes to providing
medical care, there is also a high probability that personal
space will not be protected or personal data will be released
without permission. This is even more evident if we consid-
er remotely consulting or forwarding personal data within a
medical service, which can be obtained by hacking third-par-
ty programs. In this way, the scope of the notion of private
life may in fact be greatly narrowed, and in some cases may
be extended only to the intimate realm as the most deeply
private realm, however, sometimes even the personal sphere
may disappear and be replaced by the public sphere. There-
fore, questions arise: to what extent is it permissible for the
public sphere to override such a private sphere? Does the dis-
appearance of private life have a legitimate basis?

In addition, it turned out that in this case, two interests
collide —the human’s private sphere and public health. In this
kind of value conflict between private and public interests,
the priority of ensuring public health has been identified,
which is dictated by the survival of the more weight good.
It is advisable, however, that the principle of proportionali-
ty should be taken into account in the collision of these two
goods, so as not to unjustifiably violate any right, including
the freedom of a person’s private life.

The violation of the right should be considered legiti-
mate if the cumulative preconditions are met, by which the
Law of Georgia on Public Health is as close as possible to the
European approaches. These prerequisites are: 1. Restriction
is provided by law; 2. The purpose of restricting the right is
to protect the common lawful interest; 3. Such a restriction
is necessary to achieve the goal in a democratic society; 4.
The use of less restrictive measures to achieve this goal is
excluded; 5. Restriction is not arbitrary and unreasonable
(Akhvlediani, 2011:133-139). However, it is advisable to use
the weigh-in method to determine the priority interest based
on a scrupulous analysis and to check the circumstances pre-
sented above, which will prevent unjustified interference
with someone's rights.
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930Ld30Q0

3mdo1hds 300dabds o 30bpgdnod yggme Jggybabe
©d o0 dmbal bagobrmggmmls g30bmdnzabag domoasb apn
B0obo 6md dnaggbs, 9b gombobss. 93sb dofhdmdl bagebmggmeml
2020 femals dogbrergzmbmdagaon dobggbgdmmagdas: g3mbemdnzals
8ol 19d3n  (-6,2%) (g3mbmdognhn  Béhs  famgdab
dobgg00, ©absdngado: 2015 Ggmo - 2,9%; 2016 Hgmo
-2,8%; 2017 Hgmo - 4,8%; 2018 fgmo - 4,8%; 2019 Hamo
- 5,0%); bobgmdhogm gomal dopmmmos - 59,9%, 3dsdab
bmpgbog bagdodmggmmb mbgzebgmo 306mbom "g3mbmdagnho
®030b753mgdab 3gbobgd” oggbama Bgms Bmgatn dmmosba
bodadyme 3bmgdhel (Papava, Silagadze, 2019) 60%-00
(bagobrorggmemlb  bobgmdhogm gomob dmggmmds dogmasb
bodadyme 3bmpndhoeb dadsbmgdnm Hmmgdal dobgogem,
©0badngada: 2015 fgmo - 41,3%; 2016 Hgwo - 44,4%; 2017
Pamo - 39,7%; 2018 Pgmo - 38,9%; 2019 Hgma - 40,4%).
db0dgbgmmgaba Bgg39ébgdgdas g3mbmdnzal momddal gggme
bggheédn, 3sbogdaal Fgogaem gobbogymbgdam (hménddal
dndobrormmgds adabomes. 399306 gdmmas bogatgm godém-
00l @obodngog o .. oby bodobmggmml  g3embmdnzel
30b©gdnnb dgga00 godmphggnmo medébega bobommal godm
dgobogbo s 98960 Igomogdab gedmygbgds gbogobdrmgds,
Goms ebHmmaE dmnbogl Jggygbob g30mbmdnzab bgaqbgbogas.

dombgoogoe 0dabs, Gm3 badobmggmmb  93mbemdazals
3020bbomgdsb 3m33mgdbbo dopgmds bnbogds, 83 gheddg
303m0, émd 73b0dgbgmmgabgbos 03 Gglmdlol somgabgos,
Gabag bbgoabbgs dg9gbgdmsb oblbgdmmo bogedbm Ggg03gdn
0dmgge, gebbogmmdgdnm 30 @HIs s gmgmalbdmdzgemn ome-
30b7gomo bogagém bogbhab dgbobgd dgmebbdgds (DCFTA -
Deep and Comprehensive Free Trade Area) 936030330600b.
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9360 333d060b mobo 0s30b78mgdab bmmo s
d60d3bgmmds bagsbmggmel
93000303360 gsbgzomsbgdabsmzals

2014 Hemals 27 0gbobl bgmo dmgfgbe ,gémal dbbosg,
936m303806bs ©d g3bm3al s(mdnba gbghgaal goghomas-
bgdsbs s doo fggéo babgmdfogmgdlbs s dgmébgly dbéag,
bodotmggmmlb ool sbemndgdal dgbobgd” Bgmobbdgosl,
bmdgmog dmopagh mhds s gmgmabdmdggmo  megab-
1300 bogogbem  boghpal (DCFTA) 3033mbgbhlb. 2014
Pomob 1 bg9(hgdodopeb, dogmadn Bggnms sbmndgdal dgbobgd
39m0bbdgd0l oo bohoma, dsm Jmbab mbds s gmgmab-
dmd339mo magabrgama bogedbdm bagbhal (DCFTA) 30330m-
b9bho, bowmem 2016 Hmob T ogmoboosb sbmgabgdal dg-
00bbdgds bémmoE 33mJdgos.

0hds o ygmgmabdmdggmn  mogabygemon  bagegém
bogbol  Bqbobgd  dgoebbdgds (DCFTA) obob, gbomab
dbbog, 936m303806bs s g3bhm3al shmdnba gbgbganl go-
96000bgd0bs s o fggér bobgmdfogmgdbe s, dgmbrgh
dbbog, bogobamggmmlb Bmbalb sbmgatgdal Bqbobgd dg-
00bbdgdal (sbmgatgdal Bgmobbdgoal) IV 30ék0 - godbmds
©d 3086mdbmob s30380698mma  boznmbgdn, gzébgmfe-
©987m0 bogobmggmmbs s g36m3053d06b dmbal 0bds o
gmgmobdmdzggmo  mogobagama  bogedbem bogbal dgbo-
bgd Fgomobbdgds (DCFTA). ago ol gobboggomédgonma be-
3036m 637030, Gmdmalb gmbogbhmmen godmygbgdal dgd-
0bgg30803 dgbodmgdgmas bogobarggmmb badbghggme o
bogqbdmbhm, sbggg bonbggbpogom depgbgosmoals 360dgbg-
mmgobo go1dzmdgbgde o Bqbodadabsp J399bolb g3mbmdo-
306 dpgbopa gobgamatgds. DCFTA sbalb 3bggghgbias,
Gmdmob bodgemgdoms dgbadmgdgmos Jobomma bahacdal
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30063769bd1bob0sbmdal  sdommgds o bagdebmggmman
Po6dmgdgm 3bmoydz0edg dmmbmgbals Bé@al débmbggm-
gmgo. DCFTA s60b 8g0oebbdgos, Gmdgmoi domoash 3o6g
3obbl  odmgglb  Jobormem  dbobrgh, godatbopml  ggudmbhals
dogmmds 936m303d060b J3994bg300b ©s db0dgbgmmgbor
30073203960l bogadhm bompm. s gb gggmeggba bhmbgo
0do()od, bmd DCFTA obab bogegbm €gg0dn, Gmdgmag
bodobmggmmdn  hobdmgdnm  3bmgdsasl  bodgemgdel
2dmmg3l, bammgebo badagm ¢obogno 393009l g3bm3ze3306-dn
> 0030 00333000mb dbmgmonl gho-9bn  TooEgb
0080689, bmdgmog 500 dogmomb dmdbdadrgogmbs o 21
dogmomb 3306y s Ladpemm bohsddml sgbhmasbgdl o
Godmab  fmogbo  bogedbm  dbmbgoy  mosbmmgdom 2,6
dagmombo (2,600,000,000,000) g3éms'.

DCFTA abggg, bmgmbyg domosbop sbmgatgdal 8g-
00bbdgds  0mgamabhobgdl g3bmz053d0bmeb  bozobmbdoge-
mob Eosbmmgdol 03 ggadal dabgogom, Gog 8gmsebbdgonm
o6ab  gohgbomo. g0 gmobbdmdl, Gmgmbi bogmbmoon
3bggg dmdbabmbgdnm 30dbmdsl o vdobmeb badetomggmml
0dgmgab bodgamgosl, obobggdmml 93ém305806h0l mmbagg
0030b753mgd00: bogmbmal, dmdbobybgdal, zodadomabs o
93603039060b  Bgébnhmbnsdg spodasbms mogabmgoma go-
0003000l dgbadmgdmmdom, Gog bsbmggmml abiem-
Gommo dmbadmgatos.

60l gmemabbdmdl 936 m303d06al 9b mogabgmgdgdn oo
bmgmé dgadmgds bodobmggmmd ababhrggdmmb mommgmo
domgobom?

bagdmbgme  LobrgomnBogom  3bmeydgess, GmIgmo
©03Bo@gdnmas dobomopop Jobmmo byomgnmon. Job-
oo Hobdmdmdal momgdal gggme 3bmadho, Gmdgma
5330400l 9363033060l dbmp7dizonl bagbombmgdabs
o bybbomob 13690mmdal bhobosbgob, sbggg 0d dgd-
0bg93080, m730 swbadbnm 3bmE7dz0ede gedmygbgdmmoas
Easbmmgdnm 60-70% dobornma Hobdmdmonl bgomgmmo,
bymmgebo badogem (obagoo dggo g3émz05d0bal 30806Hdyg.
07930 06bgomdL Gngo (3berggmméo fatrdmBmdaly 3bmpndpgdn,
Gomdgmooy 936m303806d0 gJbdmbpdg gebgmoabogal gbado-
bmgdom dbobrgms dmbalb obpogomamiba dgmebbdgdgdn
0dob godm, bmd sebodbhyma dbmedhgde 8g0Eeggb domom
Gob3zgob. dobommo dbobal odhmdn @sboddbmdgmmdabe
©d bo30bmbdpgdmem @asbmmgdal 3gpgae o3 Ebmabmgal
936 03038060b 00B5k0 7339 gooblbs abgma dopsmma Gabzalb
3bmEHg00bmgal  Gmgmbgoages: 9380 ©d  0g3d3bhm-
©3J09%0, ©o37803037w0 (gogo, opgwo, mogmo, bobog
2020 fgamb obggg agdagye 3bmggmgdal bozggdag. gb ab
3bomE7Hgons, GOmdgmms g36mze3d0tb0l 3odabBg godsbal

bg36mgal dabowgdew Joborgma dbobg hanmdam shakdmgdws
dmmadats31gdl 936m3053306000b. 933030 dodabotrgmdl

1 33(@0)5(030[)00[) mc‘rjn@oo@gﬁo bon@nb 3(*)60(538360 - https://ec.europa.eu/
info/index_en
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sdhondo dmdomds odzezgmpdal 3bmerdhgdabs ©s gos
3h360bmgab d5déab gabbbabmob szs3d0égonm.

dob 39393, Gog 2014 Hemals 27 0gbabl bgmo dmghgérs
9363539065 s bagebamggmml dméab sbminégoab dgbabgd
3900bbdgdsl o 2014 Hemals dotrggma bgdhgddéasb doemsda
393000 DCFTA-0b 30330bgbdn, Bgndmgds 0odgel, €3
93630390635 858060 bagdobomggmmbmgal bémmaw goblbe.

bomgmbs omgbadbge, DCFTA Jobogm dbobgl sdmggh
J9bodgmgdemmdals brmmgsbo bedagm datngom bagstmggmemdo
Pobrdmgdgmo 3bmpndgne 8g3009L g3bmz05d0bal dsdabdg
(bogdogm 33000 ©ohgbgdnmos Fommme bomddg - 220
Bmbs). o730 0dab gomgamabfobgdom, Gmd g36m 3553060
ojgb 33536@0)50[) 30@30@0 b@ongo@@g&o,
domadahszgogdn  qbogobmgds  bmggmmbo  Hobdmdmdnl

©adadgdomn

3bmendhgdb. dogomomop bobgbdmagn dmmadataszgdgoal
39093 mogmds ©d dogn Bdmgab mg38ds  g3bmzegdadals
0080689 533930l Mgmgds 3mndmgs. 837035 dndabodgmol
8(*)@030(4)0536360 0330 53@@)3&)0[) (bodoqj)aobggbo, 0636(7[)
36ow7dHg00,
ol 3835689 033900 Mgmgdal dmdmggdabogal.

6o 89gbgde bogmbmoo go8bmdals dobmdgel - dbodrglh
o 0d3b 3zmgds, ashgbemb ob dgabobhgbml bodsgm gowe-
boboa bogmbmalb gqbdmbpdy. 133e 936m308306L odgb
30bbedghmn 308hmal Esdze30 mmbabdagdgdo. 396dmp:

...) 36mEHgd0l smsbgdabs ©s gabm3zog-

93630390630, dgbgmol gobn” s Fogamdgdal bofobe-
>03dg3m dggobaddgdn.

*  936m303d0630 ,dgbgmoal gobo® (entry price —
ad valorem free) dmgdgogol 28 bodebogm bsddg - o
bodobmggmmdn  hobdmdmdoma  3bmgdsanb  bsobgmabem
gobo 93603038060 033mbHnégdabal g36m305806h0l dagh
©o©3gb0m gogbahgdnm qobdy edsmma ndbgds, 0d3mbihomba
30000b0l Bbgomdsl bonbgmabm s gadbobgdnm ogobl de-
Gob, bomem 07 msbsdahn ob gbem dopmama 0dbgds - 3bm-
©79300 ,d9b3mab gabab” gosbpabegsb megabngmogds.

* 309omdgdnb bohoboodpggm dgdebnddn (anti-circum-
vention mechanism) - 3¢ 3gmEgos bomgmal dgmébgmdabs oo
339800 300ded7303989ma dbme7dznal 277 bagatogm bed-
8g. bmpgbog 3omgboabnmo fmoab wabahyobopsb gogsmog-
00l bahobsomdoggm d9996033b ©ogggdwgdatgdnma dbmond-
hob 0d3mbdn doomhggh godbabgdnmo Gompgbmsnl 70%-b,
936m3038060 5hgm0bgdl bagdetmggmml 3mb3bghamoa 3bm-
©7d00b  033mbhob  dmggmmdal Igbobgd.  on  Jeborgmo
dbobrg 9363038060 Habmwggbl ohg7dgbhl, badetomggmml
3g7dmos, gobobmbngmml dg4sbaddam gomgsmoabhobgdmm
mgggmeo?)g 83@)0 3&)(0(9*3:1(300[) 08300(4)00 38(4)(0303'30(4)30 bo-
do7m goabobopal gobrgdg?.

dodbsbybgdal gsbbeobgaogmgdom Jobomm 300330-
6093l gdmggem bodmomgde, ©ssgmdbmb gomasmgde g56m-

2 http://www.dcfta.gov.ge/
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MIMENS, 830MOMDMB05 ©S LOLOIFIGMN 3B ML)

3939060b 939969330 o dnohmpmb dgbodsdabo dmdbeby-
G980 936m3gm Jmdbdobrgdgmb. smbadbama 3Ggaghgbinal
7o6gmgddn 3033560930l dgmmdgmgdl Bgmdmasm, o3 go-
™oomgd8n bg30bdogh 3mBainedg @asbagdmb badetoggmml
dmgomagggdo;

3930homab moz0bygmeE  gomasEagamgds  gnmoab-
bdmdl 0bgqbhoégdal gobbmbzngmgdsl gatm3zegdadals dgén-
Hob0sdg, 0bggg gogbomdsbs s mdbsgn Jmbgdal dgdgbabs o
39b00530bo dmggoalb dopgdal dgbadmgdmmmadal.

30330060 0330b735m0 oIz 37mabbdmdl
936 03038060b/dgbggbols Hgg bobgmdhogmgdda (30 dg9-
gobo) mogabgmoep gosspgzamgdal dgbodmgdmmdsl, -
dgmo badgemgdol dabgdb Jobogmo  3033sb0gdals Hado-
dmdo@ggbmgol (o obs dbmmme dom) dmzmggepnsbo
39600000 (g00e337mow 90 g, 180 emab dobdamBg) 3080l
306937 300000g0mEbgb 89b39bal 4399b90da, dom Bmbals
0ho6dmmb  Jmmadotizgdgdn 60dbgbdatatbacmérgdmeb, dmbsfo-
™gmds d00pmb 308b9bgmmdgdbs s b0d3mBamdgdda @s .3.
ombodbyma badgemgdol odmgsl Jobogm dadbgbl gmggm-
33060 00h0gbhgdal gobgdy, dobhngam sEadhbbgb ©s ©o-
0333006mb mogo g3bmdm ddabdy.

2014 Hemab 3oérggmo bgdhgdddnpsb dmgmmagdnma, dobs
39393 @3 domada 930 g3bm3o3daéhlbs s bagdobmggmmb
obob sbmgaédgoal 8gmebbdgdal dobomswa bofomo, doo
dmbalb 0bds s gmgmabdmdzggmo mogabigemo bogedbdm
bogbpab dqbobgd Bgoobbdgos, ggbmzsgdablbs s bogobr-
039mmb  Jobalb  bogedbm  absdoge 2014-2019 femgdda
3b0d3bgmmzbo gomdzmdgbos, 3960 dm, gondatps badobogg-
moEsb 436003038060 9dbdmbhl doimmmss (ab.bbomo
1). 2014 Hgmosb dgpobrgdom (564 30033sb0s), 2020 Hemals
dmbo(39dg000, 51%-0m gondobs bogebmggmmsb g36m-
39390680 gqbdmbhomé 30d30bnsms Gompgbmos s 2sddo
849 3033sb0s Jgogobs. 2014 fmodpg, goobg 33mddgo-
©gdmEs DCFTA-0 g936m30330600b  g9bdmbdn  Jobormma
Po6dmBmdal 3bmpndgool dbmmme 65% g3080. 2019 ol

dmbogdgonm 30 ggomzagdadal 939969830 gqdbdmbhnérgdmo
3bme7dgeob 89%-b 3g0wggbl Jobmmma HotdmBmdal 3ébm-
©7d300- s0bobadbsgas ob ggaddhag, G®3 2014 Hmopsb ggém-
39390600 3080639 bogobmggmmpab 30bggmaw dggams abgomn
3bmedhgdn, bmgmbgdages: 30dmo, 30330b, bomoalb 29da,
3bmggmgdaborgal  gobzgmgbamo sggg0, dabal  dmarmmgda,
009m0, 9380 > 09380l 3bmE7Hgda, 3030, godbdacn wo-
dmbo, byéds, dogo dmibadon.

dombgoogo 0dabs, Gm3d Ewgdoy, Fow3g swgdnmwa, o6
30300, ©o GomEbmdal dbhmeygdsns gowal g36m33d0éda
bogobmggmmosb DCFTA-ab 36g0969bg00m, oby bymmgsba
bodogm Babogon s ob dgoab s 00bgeédgos gabmzs3d0éndn
domasbo gdbdméhal dohggbgdgaman, 0dal gedm Gmd 2014
Pemo@ob bgm-bgme @sahym gdbdmbiol abadnzed Bébws o
219392014 Bemoab agdagys sboemon dmemdinal hadmbsmgomn
99830l brbbob, 3306070000, m3d DCF TA-0d gob3397m0
98399ho dmobpabs 9363038060 gdbdmbhnl Bboal dohgg-
b90gmBg, o1d3e Ggbndbo gogomgdom oo 3gedalb, G
0730m9dmo  Jbes  sg0mgabmm, doo Jpbm  3obogdanl
qobdg, Gmpgbog 939906080 Habdmgdymo  3bmodz0b
?)(4)@0, bogjb&m&@m 3(*)@)35(300@0[) 7399 omgobabo, ngoéo—
dobog badndom sEgnmgdal 3993bs s 8dsbmebagg doébrpadado
73bm760 abgqbhngngoal dmBapgs bogsbmggmml g3mbm-
d030bogal babogmEbmmo 360dgbgmmgsbas.

6o Jggbgde 3obpgdnno gedmfigyge byzanond gBadal,
bmdgmog  bodobmggmm-936m3033¢ab  bagedhm  gbhoo-
9h0mdg08qi3 snbobs. 2014-1019 fmgdo dBobrn bogodéom
©0bodozs  936m303d0bmeb 2020 fgamb, 3ebpgdaals godm,
db0dgbgmmgbo 8gdnhes, 396dme: 18%-00 d9dznb oo
> 2 637 dmb. 033 pmmobo Bgepgabs bogotmggmm-
936303d060b  bogatgm  bogodbm  démbged, oy dogmnsb
bogodtom démbgal 23%-b dgo0039bb. 12.5%-000 933060
bodotmggmmsb 936030380630 9gbdmbdnl dmEmmmded o
717 3gmb. 38 pmmobo dgopgabs, Gog domasba ggbdmébals
21,5%-00. 20%-000 9330600 3603038000000  bogolr-

bagoboggmeEsb 936035380680 9dbdmbhab dogymeds

9483mé 0 (smsbo 88 pmmeéa)

936035390630 dormasba bogotmggmmpaeb ggém3e3806-d0 gobbmbingmgdmma
3jl)30')(4)00 3jl)30')(4)00 3;1[)3(0(4)(50[) 60@0 amqpnoB UdBSmé)O'Hn (%)
2014 624,201.4 2,861,045.2 21.8
2015 644,729.9 2,204,188.6 29.3
2016 565,675.0 2,117,149.2 26.7
2017 655,435.8 2,745,743.8 23.9
2018 729,224.3 3,379,732.4 21.6
2019 819,242.4 3,798,449.5 21.6
2020 (Bobabfoto dmbozgdgdon) 716,973,4 3,342,142,2 21.5

pygoteo: bogsorggemeb bodobhnzob g&ez650m0 bodbobyda https://www.geostat.ge/
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33503d606d IOIL0S60

039mmdo  gobbmbzngmgdgmo  0d3mb ol dopmmmds o
1,923 3gmb. 593 pomobo dgognbs, Gog domasbo 0ddmé ol
24%-00°.

bogobi 3gdmm omabndbg, dndohbos, Gm3 83 gpeddyg
30bboggmbgdom 3b0dgbgmmgebo 03 HBoGsBobo ©o bgo-
mybo bgbndbol smgabgdss, Gobog bogobmggmmbs o
9360303d06b dmbals sbbgdma sbmEadgdal 89moebbdgdals
DCFTA-0b 3033mbgbto admgge, gobonweb gghmzsgdobrasb
003087500 bogedbm  Gg70d0b  gg9ddmder  gedmygbgds,
03 9(038g, 3bn33bgammabop Bg7hymdl byl g3mbmdnzals
3020bbomgdol s 0dab domhgge, bbgs bagobm g3mbemdazméa
0bhg639630930bg0b 30bbbgaggdnm, 3g3b0p dobhngas. Jatom
30b30ghamen 30, Jobogmo Hobdmgdabs o 333sbngdals
936033 3080637 7gbem dghw 0b(gabogaabsmgal s1z0mg-
09m0o gobbmbzngmegl 393wgg0:

o goobomadpgl o dgbhogmoamm agbol g36m303d0é-
00b gdb3embob dbeab ©absdnzs gghmzsgdabmeb ©bds o
gmgmobdmdggmo bageddm Ggz0dal 83mddggdasb (2014
Pemal 1599(93860eb) 30bpgdasdwg;

*  dmdogdnm 0gbsl gbdmbab Bboal Ggemmén Bgbad-
O™ 30;

* bogdobarggmmeb g36m303306d0 gdbdmb @l dom-
mmdab 308k Eab d0dbom dmadgobml gdgdn, mm G bobal bgem-
39hgmds, bhodgmo, obgmbdogommo ©s dggbaggbo dbat-
©odgbo binbpgde bobgmdhogmb dbbapoeb bohsbdmgdls o
Begoma 608bgbly;

*  Bodmgomodpgb 3sdg00, Goms dwbpgb  gggebede
0bbgdmo g3bm3ma bababbalb dgmbg dbmprdial mog-
dmgbo, Gog 3abm dg0 ggbdghl dobigds 3gbadmgdmmdsl
bogmomatn domamo badabbal 3bmw7dins gsndsbmb;

* bop&dabgnmep gosbomadrgl s dmadgabml gdgde
©d bodmomgdgon g3bmzogdatal osdotBg 0d (3bmggmmnbo
Po6dmBmdal 3bmendgal dobmdbngn gogebabomgal, bm-
dgmms 9gb3mbhab bgdebagal dobomgde g36m393300m0b
Pmm300 ddpabatrgmds dmmaedsdszgdgdn;

o 6o d0030600, EOMTMIE Jmgobobmo asgm-
boemmbo 373730300l Gg7030b 9dmddgogds yggme 0d Jggge-
bobomob, bmdmgdbsg gbhompbdmgmop ofsb bogsdbm Ggg0da
9360303806006 s bagsbomggmmboob.

6o o6l gb 730b0b36gmn - Eaagmbaméda 3m3mmaiaal
Gg30d0, Go babggdmoal detebs dgmdmos gggybob g3mbe-
d030b030l > Gmzgmé 7bs dmboglh dabn godmyqbgde?

©330hymo 0dosb, Gmd DCFTA ob odmgge 6ggdb-
3mbiol bodgomgosl o adabomgal, Gmd bodsboggmemda
Po6dmgdmds 3émond30d ababdggdmml DCFTA-0b 36ga9-
bgbgoam, b7 gmggmagetn bodogm gopsboboal gobgdg
393009b 936m 3033060l 00B50Bg, sm30mgdgmons, agmb o6
abm@m@ 33(4)0033@0 bobabbobo o b®06@0(4)0360b ragboboanbo

3 bogoboggammb  bhohabhngab ghmgbama bosggbhm - https://www.
geostat.ge/ka
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3boE7dho, 06sdgo  o7E0mgdgma  dmmbmgbss, ©Gm®3 ngo
93909mx0emg0Eqb Hakdmdmdal habgol, obxy swbadbnma bm-
©7900b  bgomggmalb  Essbmmgdon 60-70% (bbgepsbbgs
3bomE7dHb bbgopobbgs dmmbmgbs vd3l) ngml smgammdtaga
Pobdmgonb. gatm 3mbzbghmme 30, bodsbmggmmda Hobr-
dmgdmemn gggme babal 3bmwdhn 3030 936m 30533060l d0dob-
89 bogdudmbmo, mmza b o3degmaamgdl g3bmzegdadals
bhoboabihgdl, dogted 3bmondho, Gmdmoab Hotdmgdabmgal
bogobm bgomgnmol 7dghqbo bahomog 03d3mbiégdmmoas
396 930 936m3nm 30806dg bodogm gopobobaal gatgdy,
ob7 396 ababggdemgdl DCFTA-0b 3bg9969630000. ol ém3d
bodotmggmmdn, mobmmgbo Hemgdol dobdomdy gmggmagstn
0bh)gé39b300b gotg3g 396 dmbghbpgde sEgammdbnga hat-
dmgabagal bagnbm spgammdhnga bgpmgnman 78ékmbggm-
gmqo, 9b 3bowns, 073330 b0l godmbagema. 3gédme, bmgméy;
893m0 003608y, 8bbgdmdl mbazammén bogedérm dgqsbndda -
©00gmbocnho 3mdmognab égg0d0, Gmdmal sdmddgogde
bodotmggmmb gmdmoas gggme 0d J399obsbomeb, Gmdgmbsg
9boEbmgmeE 0gd3b bogoadtm dgmebbdgds bmgmby gg6m-
303906m0b, abggg Logobmggmmboeb @s 0dsboeb sdzm
3bme7dgeol Hobdm8mdab gbmbantn fabgda.

bogdobaggmmd 2017 famals 21 83éaml dmsbonbs 3ob-
9360m-bdgmmsdne  Bogal  3hggghgbgonmo  HobdmBmdal
Pabgdal Ggg0mbmamn 3mbggbinal (93690 Hmwgdamo - 3obabs
30b39b300b) Gohgagndgds, Gedsiy dmggie 3gbadmgdmmds,
9339903998060 E0gmbagmada 3mdmogaal Ggg0do gggme
03 43990b0bmeb, GmIgmbe ghmobmnme ofsb mege-
bmgomo  bogegbom  Gggadn  bmgmbyy  badoboggmmboeb,
obg3g g3bmzogdabmeb. vdogg Hgmb waahgm sdhomén mobe-
ddbmImmds b dgmmob  bodeboggmmb,  g36m303306bs
©d 076dgmnb ©qbd1dmazol Bmbal osgmbommba 31dmme-
300l 030 ddgrgdeboeb @szagdabgdam. bodeboggmmd 2017
Paambsg asbémnme Gahogagaédgonl 3bmigogbhgda. mondab
4 Pemasbo mmEebab 893pgmd, 2021 Hmab 9 mgoghgeml
o6 dgoal dbatgdsg dmobpabs badobmggmmbs o o3éhdg-
o0l bHgbdgdmnzel Jmbal mogabmgemon godbmdal 8qbobgd
3900bbdgdnly qbodedabo (33mamgdal Godgagadgde, Gog
b0dbogl, Gm3 badobmggmmb, gghmzagdabdle s mmbdgmb
ool byem dogmg 9dmddggde Easgmbammméa 33d1mainab
¢gg030, dob 89dgg Doy Gmgmby bogobmggmm, sbggg
06 dgoab dbobrg googdagbal berngazepnsb ggérmzmdabosda,
Gmdgmog, mogob dbbong, sebadbnm 33momgdel sbsbsgh
®g0EnamYh Fnhbomdo.

©00g3mboehn  3mdgmogaal bgg0dn o3 39dmbgggedn
bodobmggmmdn dmddgeo 303356093l dabzgdl dgbodmgdenem-
00, godmaygbmb o dnmo bgomgnmo (gabos babmamem-
bodgnébgm  dbmpndgeabs, gobsasb  g3bm3zogdatblbs o
016 dgob Jobdab sbbgdgmo megabigama bogsdbm Ggg0dn
bobmgmm-bsdgnhbgm 3bmEndz00dy o6 3639mEgss), od

byomgnmoen dg9dbomo 3bmEmdzre heomgmgds  Jobormm
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MIMENS, 830MOMDMB05 ©S LOLOIFIGMN 3B ML)

bofoddo, Gog  g3bm3zogdatnl  bhoboabhgdal  o3dogm-
gomgdal dgdmbggzedn dgg0 g3bm3zogdatnl 308obdg DCF TA-
b 3699390963000, b7 gomsgabmammgds gmggmagedn badogm
3oabobopabgeb. o3 ©bO™Apgy dggdmm, Gobszgaéggmos,
bodobmggmmdn dmddgo 30ddsbagdl bognmet Hobdmgosda
30dmggqbgdoboc  03d3mbygmo  bgpmgnmo, dsom  Bmbab
036 d3mo3, ©099300g00b00 dopamoa batabbals 3bmondies
© 309()obs0 300 Bmbol g3brm39330600b 30806Hdg(3, dogéed 0d
393mbg93080 0730 bagobdraggmmda hsedmgdm 3bmomdz0ede
0d3mbhmmo bgomgnmal Homo sbal domama (bog 39909~
bo obgo), dbgogbo bagmbgmo ggé bobrggdmmals DCFTA-ab
3699963963000 - b7 Ig0b 936030380600 30806Hdg, mmdie
0093 g30.

gm39m03g 39dmmombadbymopeb bopow Hobl, “m3
©0030bo1h0 333300l 83mddggde séal 3bndgbgmmgaba
3qbodmgdmmmds bogobmggmmborgal, gobsngob:

* 30086hEgds bogsbmggmmpeb ggém3e380630 gqbdme-
$ob dogmmmds s sbggg 36033bgmmaba gondéwgds DCFTA-
b 3693969630000 (brgcmmgoebo badegem gobszggmam) gobmme
3bmE7d00b Hogma domosb 9q4bdméddo;

* byl dg3Hgedl bageboggmml badbghggmem nbomb-
Hé0ab gobgnmobrgosl;

* gondbhpgde bogobmggmmda dobpadatn Ebmrbe
0b39b()030930b JeogmEmmods;

* 390930690b 131d930 ™m0l Embgl.

4039039 s0badbmma, badmmme 25dda, §ggybol g3mbem-
doob Bérobo o 3obgomatigdel 1Bémbggmymab.

opbabodbagns ab gogphog, Gmd asgmbammén 37d7mo-
300l 6g7030b 0dmgdgogdsbmeb ©szegdatgdom sdhonn de-
3060390900 dnab 73600b0bm0b s JmmEmgabmsb, Gog
3bggg domnob 3bn33bgammaabos badotmggmml g3mbmdnzals
3odmoghgoabogal.

©db3360

gbmnsbgdobs o doo fggh bobgmdhogmgdbe o dgmbgl

dbbog, bogobrmggmmb dembnl sbemiaégdal d9bobgd Bgmobb-
3905 308bo ababagh 936m3038060bs s bogebomggmmlb dmnl
doomohognhn s 930bmdnzndo  mhmnghomdal  gondde-
39%0b.  obemEnégoal  8gmobbdgdam  bodebmggmmd  donpm
dogmaob o@a dgbadmgdmmos, gobogb ggémzagdadals dadénl
30b31¢gb¢bsbnsbe fggén s DCFTA-0b 3hgeqghgbinnm
Joborma Habdmdmdal dbmegdhe bymmgeba bodsgm gobo-
339900 dg0obmb ggtmzagdadal dsBsbBg. DCFTA gmamal-
b3dmalb, Gmgmbg bogmbmam, sbggg dmdbebrbrgdom gogérmdnl
™0dgbomndagnal. 0go badobmggmml badnamgdel odwmgal,
936m3033060b  dops  0dG0Esb  donpmb 936303800l
mobagg mog0bgmgde: bogmbmal, dmdbobybhgdal, 3edate-
mabs o 936m303d060b  Hgbahmbsdy s@sdnsbms mego-
bgomo gomasgnmgdal dgbodmgdmmds (bagadm Ggg0dal
™00ghammndaEnasb gadmdnbody).

156m 30b3bghamon 30 DCFTA sbal:

* gobboggmhgdymo bogadtom Ggg0dn, Gmdmal geo-
bogbhnmo godmygbgdal dgdmbgggedai dgbadmgdgmas bo-
jo&)mgg@mb booEggbOoBO(Y) 30)(535(30-)@0[) 8603353@@350@
307920009b930 s J3994bal 930bmdnz0b dgbewa gobgnmatrgds;

* 36gq9habins, Gmdmal badmemgdoms dgbadmgdg-
mod Jobommao bahotdal 306376960 7606H00bmd0l sdomemg-
dobo o bogobmggmmdn Hobrdmgdgem 3bmEnd300dg dm-
0bmgbal 3 palb 73é1bggmymas;

* 3qgoobbdgde, bmdgmogg domasb 3obg Bobbl odmygsl
Jobornem dbacrgl, gedatapmb gdbdmbdl dmigmmmos ggéhm-
3939060l 3994693006 o 3b033bgmmgbop gonmdzmdgbel be-
3086 bagnom;

*  (gg0d0, bmdgmog bogebmggmmdn  Habdmgdmnm
3bme7daasl bodgamgdsl odmggl, bymmgsebo badsgm (hobo-
39000 3930096 936035330680 Es 030 0333006 M Jbema-
momb gbho-gbo J0Egb 30dsdg, Gmdgmoag 500 dogmamb
dmdbdatrgogmbs s 21 dagmomb dzatg s badmemm bahakdml
396 000b93b.
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Abstract. This article investigates the link between commercial bank risk-taking and various factors. | use a panel data model
to look at bank-specific and macroeconomic factors in order to evaluate bank risk-taking using sample evidence from Georgian
commercial banks. The time span chosen, 2006-2014, considers the impact of the country’s persistent financial and economic dif-
ficulties. | look at capitalization, efficiency, capital structure, size, profitability, non-deposit financing, economic growth, revenue
diversification, industry concentration, interest rates, inflation, and as variables that influence bank risk.
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INTRODUCTION

In comparison to other firms, commercial banks have a
unique risk-taking difficulty. The public’s interest in financial
stability, as well as the potential for systemic consequences
of bank excessive risk-taking, are the driving forces for the
introduction of particular bank risk-taking regulations. As a
result, banks in distress are subject to various regulations.
The security of creditors’ interests is also a significant issue.
As a result, the special regulatory evaluates banks in order to
reduce risk taking and ownership structure.

Georgia’s most recent reform package outlines such
goals as encouraging a wide range of financial instruments,
increasing market transparency, promoting the expansion of
brokerage firms, and forming municipal and project-backed
securities. However, today’s financial system is the most
powerful.

In June 2014, Georgia and the European Union signed
an association agreement. A Deep and Comprehensive Free
Trade Area is included in the agreement. It marked the inte-
gration of several years of Eastern Partnership collaboration
between Thilisi and Brussels. It is the first stage in Georgia’s
path to full membership in the EU. It explains how Georgia
would gradually improve in several sectors, including the fi-
nancial sector, in order to meet Euro criteria.

Georgia adopted a governmental plan for regional de-
velopment in order to provide a favorable environment for
regional development and to improve the population’s living

GLOBALIZATION AND BUSINESS Ne11, 2021

conditions. As a result, the government has designated re-
solving regional inequalities, unemployment, and poverty as
a high priority for engagement in its socioeconomic develop-
ment strategy — 2020. Banks play a crucial role in Georgia’s
economy, and the public is engaged in the soundness and
safety of the banking system. Establishing prudential rules
for commercial banks is critical, as is identifying the variables
that characterize risk-taking concerns in Georgian commercial
banks.

LITERATURE REVIEW

The capital structure of a firm, which consists of a pro-
portion of debt and equity, has some risks and benefits. The
capital structure choice is essential for banks since it influenc-
es the shareholders’ profits per share and wealth.

Asarkaya and Ozcan (2007) assessed the structure of the
Turkish banking industry from 2002 to 2006 and found a re-
lationship between, economic growth, portfolio risk, capital
adequacy, the sector’s average capital level, and return on
equity. They also observed a negative relationship between
share deposits and capital adequacy.

According to Demirglic Kunt, Detragiache, and Mer-
rouche (2013), bank capital records are largely intended to
decrease bank risk. The primary goal of capital requirements
is to discourage risk-taking by bank shareholders who may be
limited in their liability options (Behr, Schmidt and Xie, 2010).
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According to theoretical models, regulators force banks
to reduce leverage by imposing flat capital requirements,
pushing them to fund losses with a riskier portfolio. Deposit
insurance schemes induce moral hazard because higher cap-
ital requirements reduce bank risk-taking (Koehn and San-
tomero, 1980; Kim and Santomero, 1988; Furlong and Keeley,
1989).

Most analysts believe there is a negative link between
bank risk and performance. Poghosyan and Cihak (2011)
studied European banks and found that those with a strong
track record of profitability are less likely to engage in dis-
tressed lending. In their study, Demsetz, Saidenberg, and
Strahan (1996) observed a negative relationship between
bank risk and profitability. They believe that a bank’s returns
are inversely proportional to its risk.

Shin et al., (2007) evaluated the profitability of Chinese
joint-stock and city commercial banks to see how they fared.
According to the data, joint-stock commercial banks out-
perform local commercial and state-owned banks. When it
comes to risk-taking characteristics, they consider that bank
size has a modest influence on performance. Between 2000
and 2007, Sufian and Habibullah (2009) focus on four state-
owned and twelve joint-stock commercial banks in China.

To measure performance and risk, lannotta, Nocera, and
Sironi (2007) analyzed data from 181 banks in 15 European
countries. The data show that state-owned banks have low
loan quality and a high insolvency risk, whereas mutual banks
have better loan quality.

The legal environment and bank regulation, among oth-
er factors, can influence bank risk-taking behaviors, according
to Laeven & Levine (2009). For example, deposit insurance,
according to Keeley (1990), enables consumers to expand
their risk-taking possibilities and incentives. Strong investor
security, according to John, Litov, and Yeung (2008), is con-
nected to risk taking. Capital requirements, which force own-
ers to put more of their personal wealth at risk in a bank,
limit owners’ risk-taking drive (Laeven & Levine, 2009: Kim &
Santomero, 1994).

From 2002 to 2008, Klomp & Haan (2012) investigated
the impact of bank supervision and legislation on risk-taking
in 200 banks throughout the world. They discovered that in-
creased bank supervision and regulation appeared to have a
significant influence on banks’ risk-taking choices. Further-
more, their findings show that the effect of a bank has a fa-
vorable impact on capital and risk evaluations. Afzal and Mir-
za (2012) used a sample of Pakistani banks to investigate the
relationship between the bank size and risk taking. They dis-
covered that large banks are more diversified, and that bank
size and risk are related in a favorable way.

Finally, the characteristics of country economic indica-
tors have had an influence on risk-taking incentives (Laeven
and Levine, 2007; La Porta, Florencio, Andrei & Robert, 2002).

DATA AND VARIABLES

To find out how a bank’s unique characteristics affect
risk-taking. Data about bank accounting was gathered from
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annual reports on the National Bank of Georgia’s website.
The sample consists of 158 annual samples collected be-
tween 2006 and 2014. Certain banks’ yearly accounting data
was not accessible because many banks did not declare or
because the institutions were very new. These values were
not removed. My data is unbalanced panel data format. Table
1 contains a list of the variables utilized in the theses.

Table 1 summarizes the explanatory factors found in the
research papers, as well as their related computations and
anticipated bank risk indicators. | use the loan-to-total-assets
ratio (Loan/TA) to investigate the impact of a bank’s asset
structure on its risk (H1).

The regulatory framework for developing and measuring
the degree of capital at risk in a bank is evaluated by capi-
tal structure (Laeven & Levine, 2009). The bulk of a bank’s
capital is made up of cash from issuing shares and retained
earnings. The terms “actual capital” and “regulatory capital”
are commonly used in the literature to describe bank capital.
The risk-based capital ratio, which Shrieves and Dahl (1992)
and Altunbas et al. (1992) used in earlier research, is used to
define this capital (2007). The capital ratio is the percentage
of total assets that is made up of equity. | utilize the Eq/TA to
examine if capitalization levels are a deciding factor in bank
risk (H2a, H2b).

The return on assets (ROA) is used to show the impact
of profitability on bank risk (H3). The cost-to-income ratio
(CIR) is used to assess the efficiency factor’s impact (H4).
To assess the influence of banks revenue diversification of
risk-taking (H5), | used an adjusted Herfindhl-Hirchman in-
dex (HHIRD) developed by Baselga-Pascal, Trujillo-Pence,
and Cardone-Riportella (2015). Where COM means gross
commission and fee revenue, INT defines gross interest
income, OTH refers other gross operational income, and
TOR indicates total operating revenue, which is calculated
by adding INT, COM, and OTH. To evaluate the impact of a
bank’s size on risk, | used the natural logarithm of its assets
(H6). Industry concentration (H7) is computed as the sum
of the squares of all banks’ loan share in the sector, using
the Herfindahl-Hirchman Index (HHIIC). When the index sur-
passes 1800(0.18), it is said to be extremely concentrated,
and when it falls below 1000, it is said to be unconcentrated
(or 0.1).

Ayuso et al., 2004; Jiménez and Saurina, 2006) found
that the amount of national GDP growth influences bank cap-
ital and credit risk choices, which in turn can influence loan
demand in the economy. As a result, | investigated the rate of
increase of real gross domestic product (GDP) across time to
see if there was any correlation between risk and economic
growth (H8). In both the capital and risk equations, | add infla-
tion to demonstrate how changes in the country’s macroeco-
nomic environment impact the risk-capital relationship. As a
result, | used the consumer price index (CPl) to demonstrate
how inflation affects bank risk-taking behavior over time (H9).
Finally, | use loan interest rate risk as a proxy for bank interest
rate risk (H10).

Below the table 1.3 summarizes the explanatory vari-
ables measured in the current study and their expected signs
for bank risk.
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Table 1. Explanatory Variables

Classification Explanatory variable H Data sourse References
Capital structure Loan/total assets (%) H1 NBG Mannasoo and Mayes, 2009
Capitalization Equity/total assets (%) H2 NBG Poghosyan and Cihak, 2011;
Non-deposit funding Non-deposit funds/total H3 NBG Kéhler, 2015
liabilities (%)
Profitability Return on assets (%) H4 NBG Poghosyan and Cihak, 2011
Efficiency Cost-to-income ratio (%) H5 NBG Metaxas and Mayes, 2009
Revenue Herfindahl-Hirschman H6 NBG Stiroh and Rumble, 2006
diversification Index
Size Natural log of total assets H7 NBG Mannasoo and Mayes, 2009,
Poghosyan and Cihak, 2011;
Industry Herfindahl-Hirschman H8 NBG Mé&nnasoo and
concentration index Mayes, 2009; Uhde and
Heimeshoff, 2009;
Economic growth Annual real GDP growth H9 Geostat Uhde and
rate (%) Heimeshoff, 2009
Inflation Annual average rate H10 Geostat Mé&nnasoo and
change in CPI (%) Mayes, 2009
Interest rates Interest rate on the loan H11 Geostat Uhde and
Heimeshoff, 2009

METHODOLOGY

To measure the risk-taking of Georgian banks, this study
uses two proxies. The Z-score was developed by Boyd and
Graham (1986), and it is calculated as pre-tax income divided
by total assets plus the capital to total assets ratio divided by
the standard deviation of asset returns (ROA). The amount of
standard deviations below a bank’s projected ROA is calculat-
ed using the Z-score. Because Z-score is considerably skewed,
the natural logarithm of Z-score is used (Laeven and Levine,
2009). The Z-score is also used to measure bank risk in a
number of other research (e.g., Baselga-Pascal,Trujillo-Pence
and Cardone-Riportella, 2015; Demirgunc-Kunt & Huizinga,
2013). The following formula is used to compute the Z-score:

Z-score = (ROA +Eq/TA) /o (ROA), (1)

My second risk-taking metric is the non-performing loan
ratio (NPL), which is based on earlier research (e.g., Demir-

Trujillo-Pence, and Cardone-Riportella, 2006). (2015). It is
calculated as the ratio of non-performing loans to total loans
and indicates the asset quality of a bank.

| adopt an ordinary least square (OLS) regression to es-
timate my equation. Because of my data panel’s unbalanced
data. As a conclusion, | may re-estimate the model using
either fixed or random effects. Hausman tests are used to
assess if fixed-effect or random-effect models are appropri-
ate for my panel data. The Hausman test supports the Ran-
dom-effect hypothesis. For each dependent variable, as well
as fixed-effect, random-effect, and ordinary least square (OLS)
regression models, | use the following regression equation:

Z-score=30+1 Eq/TA+B2 ROA+B3  loan/
TA+p4 CIR+B5 HHIRD+f6 SIZE+37 HHIIC+ 38 GDP
growth+f39inflation+ f10interest 2

NPLr =pB0+p1 Eq/TA+f2 ROA+B3 loan/TA+p4
CIR+35 HHIRD+36 SIZE+{37 HHIIC+ 8 GDP growth+9

guc-Kunt, Detragiache, and Tressel (2006); Baselga-Pascal, inflation+ 10 interest. 3)
Table 2. Descriptive Statistics

Variables Obs. Mean Std.Dev.
ROA 158 .0214612 3241223
Eq/TA 158 0.32204 .116454
Z score 121 23.9428 48.45985
NPL 151 0.07108 .0940686
Size 158 5.200324 1.874743
HHIRD 158 .2203762 1.484825
HHIIC 158 433.8814 134.6388
CIR 156 0.64969 0.1458
Loan/TA 158 0.4924 2283519
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Table 3. Pearson Correlations

Z score NPL ROA Eq/TA Size HHIRD HHIC CIR Loan/TA
Z score 1.000
NPL 0.0320 1.000
0.7312
ROA -0.9768 -0.1603 1.000
0.0000 0.0492
Eq/TA 0.9936 0.3690 -0.9828 | 1.000
0.000 0.000 0.000
Size -0.4783 -0.3013 0.4268 -0.4203 1.000
0.000 0.05618 0.07265 0.6585
HHIRD -0.6287 0.0111 -0.0075 0.0029 0.0941 1.000
0.9566 0.8921 0.9253 0.9716 0.2396
HHIC -0.1353 | -0.0796 0.1136 -0.1364 | 0.4040 0.0205 1.000
0.1389 0.3310 0.1553 0.0876 0.000 0.7980
CIR -0.1143 0.0302 0.0093 0.0265 -0.1203 -0.0071 0.0316 1.000
0.2139 0.7138 0.9081 0.7427 0.1346 0.9300 0.6952
Loan/TA 0.0344 -0.2164 -0.0568 0.0459 0.1676 0.1485 0.1279 0.7082 1.000
0.0574 0.5483 0.01687 | 0.6728 0.0946 0.0719 0.5183 | 0.5186
ANALYZING AND FINDINGS Table 4. Determinant of bank risk: OLS
Table 2 summarizes the factors addressed in the the- Model 1 Model 2
. oo Z-score Pool OLS NLPr Pool OLS
ses. The average Z-score is 23.94, which is higher than the ROA 10.79 0225
average of numerous previous studies (e.g., and Dong, Meng, (1.39) (-1.93)
Firth and Hou, 2014) The Z-score was 14. The average NLPr Eq/TA 5 560 0114"
ratio is 7.1 percent, although there is a wide range of NLPr (1.66) (2.51)
ratios among firms. With a range of -10 to 49 percent, the SIZE 0.368* 20.0229*
average efficiency rating (CIR) is -5.2 percent. The majority of (-2.13) (-2.19)
banks determined a negative profit over the research period. HHIRD 0.0403 0.0379
HHIRD (revenue diversification) is 0.22 on average. In the case (0.13) (0.83)
of Ioans, the Herfindahl index (HH”C) has a mean value of 433 HHIIC 0.00887" 0.0892
and a broad range of values. (2.29) (0.15)
Pearson correlation analysis is used to assess the pres- | cr -0.00613 0.0560
ence of multicollinearity and study the correlation among ex- (-1.14) (0.68)
planatory independent variables, as shown in Table 3. Z-score Loan/TA -2.627* -0.0438*
has a strong and positive association with capital adequacy (-2.09) (-2.29)
and loan proportion of assets, a negative and significant cor- GDP 0.0966 -0.0341
relation with ROA and size, and no significant relationship (0.05) (-1.31)
with HHIIC, HHIRD, and efficiency, according to the correla- INF 0.346 0.0998
tion results (CIR). According to the research, non-performing (1.35) (0.26)
ratio has the same relationship to factors such as loan to asset INTRATE 0.353 -0.00244
ratio (loan/TA) and operating efficiency. (0.40) (-0.19)
Tables 4, 5, and 6 exhibit empirical estimation findings _cons 0.0412 0.0870
for both bank risk indicators (Z-score and non-performing (0.00) (0.51)
loans) from 2014 to 2006 firm specific years. The OLS findings N 120 150
are shown first in the table above (model 1 and model 2). For | R 0.1937 0.2103

non-performing loans (NPLr) and Z-score, respectively, Tables
5 and 6 show random-effect and fixed-effect regressions.

My hypothesis that a significant positive relationship exists
between a bank’s risk and the relative percentage of loans in its
assets is not supported by evidence. Surprisingly, all regression
analyses reveal a negative connection between bank risk and all
regression outcomes. This finding, according to Festic, Kavkler,
and Repina (2011), contradicts previous studies.
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Notes: Using ordinary least square (OLS) regression, this table
shows the drivers of bank risk in Georgia from 2006 to 2014.
The Zscore is utilized as a dependent variable in Model 1 to
assess the bank risk factor. As a dependent variable in Model 2,
the non-pergorming loan is determined by calculating the bank
risk factor. The independent variables are described in the table.

t statistics in parentheses
*p<0.05 " p<0.01,"" p<0.001
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Table 5. Alternative models for risk-taking characteristic
(Non-performing loan)

Table 6. Alternative models for risk-taking characteristic
(Zscore)

Model 1 Model 2 Modell Model2
NLPr fixed- NLPr-random effect Zscore-fixed-effect Zscore-random

effect effect

ROA -0.227" -0.245" ROA 4.632 7.334
(-2.03) (-2.23) (0.60) (0.97)

EqTA 0.0803 0.0999" Eq/TA 2.244 4.879
(1.30) (1.98) (0.50) (1.36)

SIZE -0.0203 -0.0339 SIZE -1.379 -0.280
(-1.36) (-0.46) (-1.14) (-0.56)

Loan/TA -0.109 -0.0561 loanTA -3.074 -2.370
(-1.89) (-1.42) (-0.65) (-0.87)

HHIRD 0.0388 0.0411 HHIRD 0.398 0.185
(0.95) (0.98) (1.47) (0.66)

HAIIC 0.0560 0.0360 HHIIC 0.00425 0.0790
(0.08) (0.59) (0.84) (1.93)

CIR 0.0871 0.0276 CIR -0.0490 -0.0543
(0.12) (0.37) (-1.03) (-1.09)

GDP -0.0516" -0.0399 GDP 0.0441 -0.0917
(-2.26) (-1.72) (0.25) (-0.05)

INF -0.0112 0.0590 INF 0.439 0.363
(-0.34) (0.18) (1.93) (1.54)

INTRATE 0.0253 -0.0449 INTRATE 0318 0411
(0.23) (-0.04) (0.41) (0.50)

“cons 0273 0.0858 —cons (-967761‘; (_0630(;1)
(1.54) (0:56) R? 0 1.822 0 3676

N 150 150 - - -

R 0.4703 0.5238 z;g: Z—e” 2'13 i’ig

Sigma_ u 0.7461 0.03108 Wald = '_ 1é.26

Sigma_e 0.6828 0.06828 chi(11)

Wald chi(11) - 34.69 Hausman 09522

Hausman 0.5235 test(p-

test(p-value) value)

Notes: Using a fixed effect and random effect model, this N 120 120

table depicts the drivers of bank risk in Georgia from 2006 Notes: a fixed effect and random effect model is used , this

to 2014. As a dependent variable, non-performing loans table depicts the drivers of bank risk in Georgia from 2006 to

(NLPr) are used to compute the bank risk factor. The 2014. As a dependent variable, the Zscore is used to compute

independent variables are shown in table 1. The proportion the bank risk factor. The independent variables are described

of variance in the dependent variable that the model can in table 1. R2 is the percentage of variance in the dependent

explain is known as R2. Hausman test is a test to compare variable that the model can explain.. Hausman test is a test

random or fixed method in the model. t statistics in to compare random or fixed method in the model.

parentheses “p < 0.05, “ p < 0.01, ™ p < 0.001 t statistics in parentheses * p < 0.05, ™ p < 0.01, *** p < 0.001

Previous study (e.g., Lehar, 2005) has found a positive
relationship between bank capitalization and risk. As a result,
to compensate for the downturn, banks are diversifying their
holdings. Higher capital requirements by regulators do limit
bank risk-taking, according to the moral hazard hypothesis.
Banks do not take risks since deposit insurance is not avail-
able in Georgia. H2 2b is a valid hypothesis.

| wanted to investigate if profitability had an impact on
bank risk-taking. The variable of ROA has positive and insignif-
icant levels in model 1 of OLS regression, but it has negative
and unimportant values in model 2. In all other models 1 and
2 in Tables 5 and 6, ROA has a negative and significant associ-
ation with risk-taking dependent variables.

The findings of this study demonstrate that, as assessed

GLOBALIZATION AND BUSINESS Ne11, 2021

by the Z-score in table 6, cost efficiency is negatively connect-
ed to bank risk. The results do not match those of previous
research when a nonperforming loan is used as a dependent
variable. However, the findings are consistent with earlier
studies, such as (e.g., Louzis, Vouldis &Metaxas, 2012).

In the financial literature, the effects of income diversifica-
tion (HHIIC) on bank risk are contradictory. The outcomes of this
study show that non-interest revenue proportions in retail-ori-
ented banks increase income diversity, as expected by the liter-
ature. In banks, however, | couldn’t discover any evidence of a
link between revenue diversity and risk. As a result, Hypothesis
H6 is declared.

Table 4 displays the size variable in models 1 and 2, indicat-
ing a negative and significant relationship between bank size and
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risk. The results validate hypothesis 7. Large banks have better
access to international financial markets, as seen below: They
seem to be well to deal with unexpected financial shortages.

Risk and industry concentration have a positive but
not significant connection. A larger concentration may have
a positive influence on financial system stability through
strengthening bank oversight. As a result, H8 is also denied.

Finally, GDP, unemployment, interest rate, inflation ex-
hibit no significant associations with risk. In Table 5, only
GDP shows a negative and significant relationship in model 1.
These factors show a negative and positive relationship with
risk, respectively.

CONCLUSION

Georgia’s financial system is still in the early stages of de-
velopment and is experiencing significant changes. This study
looked at the factors that affected bank risk-taking in Georgia
from 2014 to 2016. The research uses OLS regression, as well
as Random-effect and Fixed-effect methods. There were no
significant differences in the findings of any of these regres-
sions. Because of the industry’s scale and data availability,
the majority of conclusions are contradictory with literature

and assumptions. This study, however, might be the first of its
type in the banking business.

Capitalization, income diversification, industry concen-
tration and profitability all exhibit positive and insignificant
correlations in most regressions, according to my findings.
The amount, percentage, and cost effectiveness of a loan are
all negatively connected to bank risk. Risk and macro factors
have contradictory connections.

In my research, | discovered a link between bank cap-
italisation and risk. The findings might indicate that market
dynamics are faulty, and that Georgian banks are being driven
to raise their debt as a result of flat capital requirements.

The cost efficiency of a bank is inversely related to its
risk. The results are inconsistent when a nonperforming loan
isincluded as a dependent variable. According to earlier stud-
ies, non-interest earnings helps commerce banks diversify
their revenues. However, | found no evidence of a connection
between revenue diversification and risk in banks. My find-
ings have major policy consequences, and supervisors inter-
ested in banking stress tests may be more interested in them.

The majority of my findings in this study contradict ex-
isting literature. Overall, it may have considerable managerial
and practical consequences for decision-makers.
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Abstract. The COVID-19 pandemic has paralyzed large parts of the global economy, sharply restricting economic activities
and increasing uncertainties. In response to the COVID-19 pandemic, governments across the world implemented lockdown
policies to limit the spread of infections. In numerous cases, these policies were eventually extended. The unprecedented and
simultaneous shock to global demand and supply have rendered millions unemployed. Governments in developed economies
have rushed to provide some financial relief—unemployment benefits, grants and loans—to households and businesses most
affected by the collapse of economic activities. Millions in both developed and developing countries, including Georgia, face
the ominous prospect of falling back into poverty. Declining growth and rising poverty during the crisis and recovery period
will likely increase income and wealth inequality, undermine social cohesion, and breed further discontent and instability
around the world. Governments are grappling with measures to minimize the economic impacts of the pandemic. The dura-
tion and severity of the pandemic and its socioeconomic fallouts, will determine whether the world will be back to the pre-cri-
sis normal economic activities or embrace a new normal in coming years.

The pandemic has caused a rift in our cognition and put us in front of a new reality. How do we perceive the rest of
the world in the face of a global threat?! Is there a fundamental reassessment of values?! Along with all other areas, recent
months’ crisis has once again shown us how unclear economic science can be. No one could predict exactly how deep the
crisis would be, how long the global lockdown would last, and what impact it could have on unemployment, inflation, demand
and other economic indicators. So far, the only thing that almost all researchers and economists agree is that the cost of lock-
downs in many countries is already very high.

In the following study, we will discuss two main subjects on the example of Georgia: the problems of the capital markets
and the pension fund development and the issue of foreign debt in post-Covid-19 Georgia. This topics are very actual given
that the government of Georgia will start serving foreign debt from 2021, in the post-pandemic period. At the same time, the
country is reforming the capital market and the pension sector.

KEYWORDS: DEBT, CAPITAL MARKET, PENSION REFORM, CRISIS.

For citation: Jgerenaia, E., Ghaniashvili, M., (2021). A New Understanding of Economic Cycles in Terms of Chronology.
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Q@00IGHIOIGOL 303MbNWD3H

0dobomgal, Gm3 gogogma Covid-19-0b  3mdgbionén
6930007360 gogmgbs g3mbmdnzedy, am30mgdgmos gog0sdébmm
b 93060803760 séobgdo, GmIgmms gogmoosg Bmzgdn dmddg-
©gob bbgopabbgs bgghmds. oGbgdmdl dmzqdal gopsrgdal
bodo dobomsra obba (Carlsson-Szlezak et al. 2020a o
Carlsson-Szlezak et al. (2020b): 30é&ggmo bagmbmabs ©s
dmdbobybgdal dmbdobrgdal Gowazomaba gdizabgos; dgmbyg
- 5bs30bpodnbo gogmgbs gobsblbibo 86d3hgdal gogmon ©s
domn gogmgbs Ggomé g3mbmdnzedg; dgbedy - dohmogdal
dbocrg. goboopeb Covid-19 dg3é dggggbbgosl afggsb, qb
3obs0bobgds  dohmpgdal  zod3dqg bggopnd  gogmmgbedn,
©oboddgdnl dmmbmgbadg, Goboyg gédgmaawnsh 3gébomodn
dm3g39de 733d936md0b bhedaabop Béhws. sbggg, séblbgomdl
0039 EMN-©d-300bmm“ ©sdm30dnmgds 930bmdnznén
5396()980b dbbopsb. G gogbhgmgdnmo dbodhnges abgmo
930bmdoggbo  3madsol  Ebmb, bmdgmog  bobosmpgde
397633933930l oo Embaa.

©oEos Covid-19-0b gogmagbs Bgdmbogamgdal bozopgd-
893- 930bgds das dgghbgmdgonl dgdmbogmgdo o, dg-
boodsdaba, domn dmbdobrgds ©s EobsBmgqdn. sbsBmgqdal
33830(4)360 0830(’*)3% 0633[)@03036[) o 06333[} 3030@0@0[)
3m390b. d30bgds dos dgntbgmdgdal dmmbmgbs 0ddmbdo-
Ggdmm bodobgmdgi, Gop 93306g8L dgdmbogemlb ©sbob-
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hgbo bmgmombogol ©s dznbegds Jgg9bgdal gdbdmbiy.
Gobog  dmdgggds  dohmpgde-dmmbmgbal  Jmzo, bmgmby
9399460l dogbom obggg Loghmodmbabm mbgdg. gl yggme-
3960 0h393b 9300bm3nzal gsdmBggoalb dgdiacagdal (Baldwin
2020).  odo@od  3mbzmtgbhmbotnsbmdal  sdomemgdabe-
ogob Covid-19 3sbgdaabeb, sbggg, bbgs bobalb 360dabmeb
30306098080, 30633970 030b907698900b  gomgamoabho-
69300, 36083bgmmgebos Hmgmby em3zggmo 308bgblnde-
Jgdab, sbggg bobgmdhogmb, Gmgmy g3mbmdazal dobrg-
37306330l 390006b3gomma dmgddgogds (dotsdgbady, 2020).

30b©g3n00  gadmfggymo  gmmdsmndo Jmzgdal  gogmgbs
bodobmggmmbsmgal gobbaggombgonm ofdmamabas (hé0d-

dob bggpmenl dodobraramgdom, gbmn dbbog dabo 360d3gbg-
mmd0Esb 3odmdpnbatg §399bab g3mbmdnzabamgal s dgmerg
dbbog, 0dob godmz Gm3 séedbmmme bodsbmggmml, séedgo
dJomonsbsp dbmagmomb dobd@edno ¢ntddal psbgze gbm-gbhn
439madg EoE Mabygma0m gogmgbsl gobagoal, G badsbo-
39mmb 1e08dob bydhmbdgs v0bobgds (Bodamadg, 2020).
930bmdabhms bofamal 3gaebgdnm, dmbdadrgdal d9dz0-
6930, 7319936000l 3bab, sdomo nbgmagerbo dmwmm-
©0bgd0bo o 307633930900l dmagodn fgobe sbab vbo
Covid-19, 060330 dmoghmdgdalb dogéh dowgdymo ,mmg-
©o760b“ gomahygghomgdgde (Coibion et al. 2020). Yasenov
(2020) oggblb 03 godhmbgdl, Gmdmgday Igbm dghoo
7hgomdl bgmb 139dg36mdal Béoal:  qbgbos  gobsmmygdals
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©adomn  Embg, obomgedhenma sbozn ©d 0dogbebigdal
237990. Brynjolfsson et al. (2020) o33mg396 @abagdgdals
008h0b 9.5, mbmonb dbobrgh - 0dob o Hodgbe dgdmoas
30330600b go@aghymb mbmmaenb bogdnsbmdsdy s Godpgboo
19mab/sé 3dmoals gb bganl 803bglal beddocmmé s gg9dphosb
376d30mbabrgdsb.

Baker (2020) gobabogmogh dmbdatrgdal hggggobs oo
30mg0dg ©gog0bgdal gmédgel Covid-19-0b 3obmdgdda.
domao  Jogmmdnl bodmaghmdm  gomgdabs o bodbm-
3960 gob033907900b abhmbonmep ©edsmo Embal dnbm-
09090, mdgamng 56bgomdl 7dghqb gobgnmeérgdmam 43990boda.
Bianchi (2020) g300308m0b  30mbEbobgdamn  dmbggo-
Gnmo s gabzombo dmmadngol godatgdol, Goms 2gbm-
3060 3obgbo gogiqb 3sbgdnnm gedmpggnm dm3zgdl. sghmnls
693039603000, Gabzo1bn dmmadnzs 7bos aymb gedmyg-
b933m0 adabomgal, émd sdmddgomgb 9.h. ,aoenwgdgma*
0072900 goob d33-cmob dodotmgdal gobozggmal $9b00.
$06d0 ogomasbgdabs o gommgdal dmdbabmybgdal bozombdg
399098 0d39bd bogobmggmmlb dgdmbgggedng, g0bs0@eb
B3960 9399060 gomgdal dmdbobybgdsl 2021 Hgaml ofygdl,
Gog 30093 156m 3bob 360d0bom godmbsgnma Bmzqdal
fbgbl d3996al g3mbmadnzadg (239égbsns, 2020). Covid-19-ab
30693000 gedmPggmo g3mbmdagndn 3608abolb dobmdgdda
bodoboggmml  babgmdhogm gomalb Bbpal  3bmdmgdadg
030b30mmg09b 0bg39 gndopmgdol dadags s dabons (2021).

30603Ja00L 363WI6Y
3QWMBdWIMN I3MBM3N30BI

bogdobaggmmb g30mbmdaznén dogmdahgmdabs oo 39éb-
399hngg30b dgbabgo gobygbgdnmar 596 30bom004d0. 7300~
09m0s dodmgobagmma ob gmmmdsmgbo dobmdgdn, Gmdmol
qothgmgodoy 1hgsb  J3990bol  3bmgbgds o dmdsgmal
©0393930.  Covid-19-3s, bmdgmog 2019 Hmab  dmmmb
dgogbobps hobgmBo, 3bndgbgmmgabo gogmgbs dmsbpabs

dbogmom  930bmdoznéd  H9begbengdds.  Logbhomedmbabm
6306085309330 5 dm3h™mIgdds Jmzmggensh 3géhamodn
¢odpgb2g6dy gomobgogl 930bmdnzmén dbpal dodwabatrg
©d bodgommgapnsb 36mgbmBgdl. ,bogbhmsdmbabe boge-
70 gobeds” 296 300093 2020 fmol 83éagmda 2020 Hgmb
dbmagmom J399b900b 90%-b ebgmagomn g3mbmdaznén dbos
1h0babhobdghgggme. smbebadbogas, Gmd 2009 Hgmb, wbds
30bobbmé-g30bmdnzmn 3608abal Ebmb, gb dohggbgdgma,
dsbmmgdom, 60%-b Bgowggbes. dogted, 2020 Himab
33homdn godmdggybgdnma 3hmgbmdal d9dwgg (o gemm-
domb0 93mbmdogal 3%-00b 393306k gosb cmgamabhobgds),
dmgmgbgdo 30093 16® ©sddnds s ,boghmsdmbabm
bogommhm gmbpab® dmdpggbem 36mgbmBal dabgognom (2020
Pmabogbobo ) gmmmdscnéndboal ¢9d30-4.9%-00b0dohg9b9d-
oo gobabedpgégds, oy 1.9%-m bozmgdn agm 2020 fmab
33600l 3mgbmdd . badmmmmp, 2021 Hmal 0sbgaédn godm-
93994698730 9bgob0dal dobgpzom, gmmdsmnén gzmbmdags
2020 femols 3obdogemmdedn 3.5%-00 dgdznbs. bo 3g9bgde
3bmgbmdl, 2021 fgamb ,bogbhomsdmbabe bagammihm gmboa®
dbmagmom g30mbmdnzab 5.5%-00b, beomm 2022 gl - 4.2%-
006 3ol 36rmgbmBabgdl. 36nd3bgmmgabas, b3 3sbogdnnm
303dmPgg7m0  930bmdaggba  360d0bol gogmagbs goblbgegg-
om0 0gbgds bggombgdals dobgognm. dmfobogy 930bmdnzal
dgmbg 939969830, Lo gmmdamndagaabs ©s dmdbabrérg-
00l @abggonl foma domomos, Bhpal bozmgda (hgddgdas
dmbommpbgmo, gobgomedgdswm g394bgdcmsb 3gpebgdan.
,bmamom dsb30b* badtrmgbmdem dohggbgdgmo gmmde-
™60 93mbmdnznén dbpal 19d3g0mab @szegdatogdna 2021
Paoborgal 4%-00, 2022 Hemabomgal 30 3.8%-00 gobabed-
03600, 93060303760 30bg0mahgd0bs s 0sbsddbmImmdals
mbgobndogns” (OECD) 2020 femal 939389630 godmdsgybg-
70 0bgatndal dobggam, 2021 gl dbmagmmam g3mbmdnzal
4.2%-00, 2022 Hgemb 30 3.7%-000 3ol gobonomol
»,86030b baghmedmbabm mbhgebndsgab® (ILO) dmbo-
(3993930b dobggom, gmmdomé Embgdy 1373d9300me bomog-
bmds 2020 Hgemb 33 doemombo s@sdnsbowsb 220 dogmombadoy

30og030 1. ©sbogdgdaesb domgdyme dgdmbagmgdal gdzadrgdal 3bemigbhyme dshggbgdgme 2020 fgmb,

69300b330b dobgpz00
aa 9,4 o 87 a4
8,3 7 8,4
6,6
bexwom 553035 59960300 sBoo-fiyboto  93MM3s ©o 5050900
306 0b9b@GHgdo 039569 396¢Gemmo 43946900
R JoN

0500000l 3%oq030. fyodm: www.ilo.org
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©38M3¢OBVNY, ©3LOIBIBY, 333 (M3MBMBN3S ©5 BNBIBLABN

30006 s, G 3GmEbhnm godmbspgmgdedn gmmdsmmén
13739360 m30b 1.1%-00b 3bsb 60dbogl s 6.5%-b 3gowggbl.

2020 Bgmb 2019 Hmol dgmomby 3306 Hsmmsb 8gpebgdam,
dbmgmomd badndom bosmgdal 8.8% pozatgs, Gog 255
domomb bmm-gobozggmash bodydem sgomb nobab. qb
2008-09 fmgdal gabsblbéra 3¢080bol ©bmb gomddgdnm
bodgdom  opgnmgddy 4-296 dgphos. bodgdoem  Losmgdal
3obboggmbgdom  ©aen 8gdzatgds 2020 ol 3obrggm
o agmé){] 330&)00@80 Qoqgojbn(v)ggo. 83[)083 530(4)(50@30
3079390mma  badpdom  bosogdal 12.1%-00ba  dohgqgbgdgma
7.2%-30g, dgmmby 3306(hemdn 3o 4.6%-3pg 89330,
Gog 130 domomba bémm-gebozggmnsba bedmdom sgamas.
©abogdgonl dohggbgdgma Jomgol dmboal 5%-0m 3gpo
393306 3535303980700 dgobgdam. yggmedg dghop sborm-
3086900 EsBobompbgh, HmIgmms obogdgdal dohggbg-
gm0 8.7%-00 dg(he 39330bh s 25+ sbozal absgdgdmmgo-
00b 3gahgdnm. 2020 Hgmb sbggg 39d30bhos Eobogdgdymoe
393mbogemo 8.3%-00. 63 osbmmgdam 3.7 (hébomaombo 533
©Mb0 5 gemdamén 333-b 4.4%-0s (ghognza Nel).

dbmdol  bogbmodmbabm  mbgabadsgaal  3bmgbmdals
dobgg00, ©abogdgdol 308éal giadmdbage smoggbs 2021
Pmol dgmrg bobggtnobos dmbammpbgma, ommdze Gabzgdabs
©d 307603393m™B30b Emby domash doomos. vdsbmebagy,
bodndom bosmgdal sopgagbalb dgddgde goblbgeggdmma ndbgde
6930mbg00b  dobggom. bodndom  bosmgdal  dgdizacgdals
bodbmgbmBem dohggbgogma bbgs Ggg0mbgdmeb dgoetgonm
39hm dopamos 83ghnzabs o g3ém3s-39b¢omnba v8ab
6 930mbabmgal, bopo bbgs G930mbgdmsb 3gpobgdnm, dgbg-
qu?}gqpn 0:|63?)o oqgggagBob 03833606. 8[)(003@0(0 @35@935—
30900b 3obromgmmo, ©abogdgoal dodéals dohggbgdamgde
307069bes  bagebomggmml  3gdmbgggedag.  baogebdmggmml
byohobhngol gbmgbamo badbabméal Hobabhatn dmbsizgdgsal
dobgg00, 2019 fgamb obbgdmma 17.6%-0sb0 dohgqbgdmoagsb
1dd936m30b doh39b98gema 2020 Hmoals dommmboomgal 20.4%-
do 3008060.

3mdonbo  bodgdocm  dogmalb  38%  @obsgdgdmmos
bofoérdmgdda, bobhndamgddn, (héeddal bydhmddn, godérm-
dabo ©d (Hsbbdmbhl bgghmdn s 0d bghgabgdda, Gmdg-
moi dogmo 2020 femal 30bdogmmdedn dmmbmgbabs o
39dmbagmgdal 3339006 306bsl gobogoams s gogmddgdal
30kl dogoo. dogomomabomgal, 3obmogbadabs @s 33900b
bggdeméalb sbsgdgdol dohggbgdgmo ssbmmmgdom 20%-00m
39d30bhs 2020 Hemalb dgbedy 3306 (omabamgal. bodatalb-
30bm, 3o08obs ©sbogdgonl dohggbgogmoa abga bgdpe-
69330 bmgmbnges bonbgmddsom (hgdbmmmgagdo (5%-nsba
3hps) o gobsblybo o bopsdmgggm bagghm (3.4%-0sbo
36s). dbhmdal  bogbmadmbabm  mbgebadeinal  b3g3ns-
onb(j)mo 3(4)00850)?)0[) 3053@3007, 8(*)3030@80 393(4)00 3300@
©B06HomE7000b adam 1babsba Eabogdgenmgdn, bmdgmomes
bodbabyog, dobomspa, gndagad d3dsmdel gmmalbbdmdl.

GLOBALIZATION AND BUSINESS Ne11, 2021

3gpabgdon Tboghobms 1dommgbo gobsomgdal dgmbg d3-
do3mo 3gdmbagomo, Gmdgmms sbadmemhgdoi abgosg 7gbm
domomos, dommob dgobrgdom, gobog godozgbow hggb
dndomds. bagabomomo, dmd gb (hgbrgbgnse 30wgg Hgbdm go-
00635390b gammdonhn Fmsbabfmbmdal boznmbl.

COVID-19-00) 353ME3330
3®0B00L0 LOIIGHMIITOMBE0

Covid-19-000 godmfggamo  3608abo  bogdotmggmmadn
o 713b60d3bgmmgabgl 3bmEgbl ©ogdmbgs: ghma dbéag,
939906030 od(honé gedadas 3odadamal 3o8éabs @s bodgbbom
bobhgdalb Gggm®ds s dgméyg dbboag, dmdsgema Hmopsb
bodobmggmmb jpgg0s gomgdal dmdbabngdal bozomba. o3
mbo 3bmEgbol 350mps3zgem dmmhgsh d399ebel 36080bmob
303303930 Tobenmqlb Hengdda.

©300mgb30006987m0  3030domal 3e86alb d0hmdgddn
boggbobg 943bgds J399bal g3mbmdazné madgbomadagasl.
9439996030 0b0s 7867b39mymg0m0 35860l dmbshogmgms dagh
3030¢hoemab 3mBogal badmemgds 0sbedod daébrmdgdda. 3obgo-
006g07mo 3030(omal 30daén sbggg gmmabbdmol sgammo-
“030 g0Boznhn ob 07b0Eomo dabgoalb, Gmgmby dmdgb-
30760 0bggbhmbgdl dogér 3030¢0mab J399bal g30bmdn3eda
©a00begdab dgbadmgdmmdal gohgbol. 3gdmmddamoa badbagl
0dob, bmd babho zodadhamal 3e86ab sbbgdmdal dobmdgdda
bogbdbmdmap dznbogds  J399balb  g30bmdngsda  bogbhae-
mbabm  3030dpmol 06bgdmdal smosmmds ©s 0dmmEgds
20g0mm3b0g0 goboblbho Ggbmdlbab g30mbmdnzal bbgepalbbgs
bggheméBo g99hoboe gowebahammgdal dgbadmgdmmas, o
Bmgopo@, 939960l g30bmdnzal gobgnmobrgdal 3édgmgsnsh
396b39dhogol 0ggbgol 3ombgol bodbal d393. odobmebagy,
3obgamatgdnma 3030homob dsdsbn babagmibemmo 360dgbg-
mmgobos badgbbom gmbalb 29émgeba gobzobggabmgabsg.
03 bogombogoo ab, o7 Gedpgbspss Bow bogobdomggmmlb
930003030 Jomamgabgznmobrgdimo 3adatomal 308éHabmgal?!
dbogmomdo  sbbgonmo  ddadg  bmgnsmh-930bmdazgbo
gmbab gomgomabhobgdoo dmaghmdgdl 9hggm opo dobdge-
000 dg0magmgdal gebbmbzngmgds  gobsblndo ded6gdal
dpghopmdal 3gboboéhmbgdmop, “sdpgbe agbgds o
bodobmggmmb g3mbmdags sdabscmgals obmmgl dmdsgsmda?!

©33bmzg00m0 badgbbom bobigds bagetoggmmda 2019
Pamal T-gmo 00bgboEeb 3dmgdgops. badgbbom bosggbhmb
0bgm®dognom, bggdel gmggmmgonbse, bedpemme, 12000
5830060 96mEgds s 2020 femab 17 0g3930G0boogal dolbdn
Poborma agm 1102 695 dmbshomyg. gbo-ghma dobrnmogoa
d930mbgs, 30 Gm3gmog dmbobmgmdsl Esghmggdom badgb-
boem bobhgdabomeb ozegdnbgdam 3hbgds, ab ohb, o bod-
©gbo 0dbgds oMo domn badgbbom Bqbsdebgda, bmd
o odobppgdo  odphnggon obozgmambsadgom  goboblnd
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0bbhé13dgb()gddn ©o 0gbgdnsb oy obs bggdal dembohomggdn
©00mgg7mo0 Esbs3ahgzabgsb? badgbbom gmbodn gobdaé heggb,
Gmd Gobzob 3gdi3ntgdal d0dboo, abggbngogdo Bonpgde
©0396b0g0E0Ggd1meE, bmmme 39m0mbondgom goboblgh
0bbhé1396()9830. 071330 bagdotmggmmmdn badgbbom bgamdal
0dmgdg9d0b bohyal gheddg Ledgbbom gmbolb sbemy ob
3gmbeo B3b¢pe gohgbomo boabgqgbhozom Em3zmdgbho, bemd-
ol badmemgdoms dmbpgdms mobbgdals 306306335, 9b
bogombo mos@ Ghgdms 1Hmoab 30bdagmmdsdn. 2019 fmal 31
©93933960 abénmgdgmo hmal gobdogmmdsda, booggbdm
6 sbmbz0gmgdms boabggbhngam bagdnsbmds. bagsbdmggmml
badgbbowm basggbhmad doérggmn abggbnges 2020 famal mgdgé-
3030 gababmbngme. 2020 hemal 22 0sbgeél, banbggbhogam
boodmb bbomdsdy ©oadhzaggh bonbggbphogom dmmodnzal
©™37396¢0, Gmdmab baggmdggmBg 2020 Himab mgdgérgeBn,
bodgbboe bosggbhmd 560 domombo matn  3m3gbE0mmo
00639000 bopgdmBagm bgbognzshgddo gswandsbs.
6999m63dab 93mgdggd0006 1 Himalb J9dwga (2019 Hemals
31 ©9399360lb  dpgmdobgmdon) bodsbmggmmb  badgblowm
bobhgdal aghmggdomn gmboal dmiEmmmdsd 507 dagmamba
ol dosphos s bagdoboggmmlb gbhmgbamo dsb30l dembe-
(3989000, dnmasb Bos 3bmEIHeeb dggebogden 1.03%
3900080b0. 90b0db7m0 mobbas Hemal 3obdagemmosdn s37dmmato-
©90mEs 303gbhEonm dsb398bs s bagobmggmmb géhmgbmm
0063d0 o6bgdnem dodwoabatg sbgatndgddyg. bodgbbom odpo-
39006 dmEmmdsed 1 dogmoato @obdl 2020 Hemal 1 mghemd-
0hoborgal  goposgatods, 2021 fmalb 15 mg3gégmabogal
30 1252.09266 mobo dgogabs (ghogage Ne2). boopobasg
©dh0Eb7m0 bobggdgmn, esbemmgdnm, 116 domomba matns.
3 Ehmabsmgab, badgbbom sgdnggde gebmsgbgdnmas Jobrormm
30396307 35639380 s gb0Ebgde g839dhmén hrmagbo babgg-
0gmo 10.8%. boadgbbom odpoggonl 76% gobomaegbgdmmos
bogg&n%n@m bgé)mnq;ndoQ)gbran o 30@005 933(\030@36'39,
bormm 24% bahggdmash dodoabatg 0bgobndgedy. badgbbowm
odhoggdn 2021 Hmalb ogdghgmoabomgal bémme matdos

0b39b(0égdmmo.
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boghmedmbobe do3bhm-gabobbyé gokgdmdn 3obpgdaam
3odmbggnmo Gobgdo bodobmggmml gabsblmnéd bhsdamm-
Gmdob Godpgbady dobnmopn sbboo osggds. Covid-19
306760b bhbogo gogbhgmgdol mogopeb sbogomgdmew dg-
dmmgdnmds dg8m73933s bogbhmedmbabe goboblimda boze-
©900b  893mEnbgdgodg Mobygmagnmep 0dmddgs. 396dmo,
boghmedmbobe badsghem dodmbgmal dgdmyged 2020 Hgmb
d60d3bgmmgbo 89033060  boghomsdmboaber  g08o¢mbgdal
Gompgbmds ©d bogbmsdmbabm dmgBomtmdnpsb dgdmbag-
mgo0. 83dobmob, bogegbm dobbomé d3qgbgddn 3qqdboemds
930bm30z76Hds  bobommggeds  grmopn  gdogbomgdn o
bogmbmoboe @s dmdbobntgdal gdudmérdn dg0dzae. obgag,
dBobdpn  g30bmdnzal  Jdgggbgdda  Gabzol 3¢gdanl Bal
3909300 3933536000 goboblybho dobmdgda, dog, dahmpgdal
dbbHogob 73bmmndo gocmhab bgbbgdal gadgnbgdol gebsdnbrem-
090b. gmggmogg gl gabsbbba bogsgdal dgdmbymmdg-
00l 3b033bgmmgab 3mgdsda sobobs, Godsg, mogal dbéag,
2g0m®h0g0 3omm7hob 3078076980 s mahal goggmomoa
376bab 308k Eama dgbygmos godmahgas dmgamo 2020 Hamals
30bdogmmdado.

abggg Gmgméb dbmgmoml domoasb 8936 dgqgebsdo,
$odo
Ggacmén baghmbgs bagobmggmml 39dmbgggadag. Covid-19
30b@gdnob  306mdqgda  godbhpaomon  babzal  3Ggdos o
20g0mmdbaga gomhl gomngebn®gds gomol dmdbabnbgdal

(9030@006360[) 36)(')2)@380[) 606088 0038(')8360[}

130600l 3hsdn sabobs. 335bmsb, 3sbogdnnm godmhsgmme
“9i39b00b  Igbocrdomgdme  dmdomadgdnmds ggobobln®ds
Ggbnebgdds bogobgem goma godots. 3sbpgdaol bahgolb
9389 730 g0gmn gobos bogbmsdmbabm mégsbadogngdal
dbobrpodgbol gadmygbgde. baogebroggmmlb dmoghmdal dngh
2020 Bemab 3obggan 3306¢omdn 20330 dmBagm ogbs, 1.5
ImbE. 533 Emmaho bodogzghm ©sbdabgos, dom Jmab: IMF
— 200 dogmombo 538 pmmobo; ADB — 400 dgm 538 powmobo;
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WB — 250 3m 33 pmmobo; AFD — 200 dm ¢33 pmmobo;
KfD — 250 698 pmmoaho; EU — 200 dim 38 pmmato; AllB -
100 3w 033 Emmatn. 3goggee, bogobmggmmdn gondatos
bobgemdhoggm gomal domasba dmmmmds.

bodobmggmml bagatrgem gomon dobamsps 7Ebmnhn
30m7H0ods  ©gbmdnbobgdmmo s, dgbededabo, 3b0dgbg-
mm3bo dmhggmons gogmomn 376bol Gabzal dndebor. gb
Gob3n mgombohobm gobps 3sbpgdaal dgtnmeda, Gmwgbs
3071069937 bogebgem dogmdobrgmdsl spgammdbago gomm-
hob 3339060 gomqebnhgds dmdyge o gondobps bmgmbyy
dmoghmdal bogobgm, obggg badobom gomgdal dmiggmmds
(86003030 Ne3).

gobomgomabhnbgdgmas ol gogdmgdeg, Gm3 bodobro-
39 bogadgm gomgdal demdbabmébgosl 2021 fmopasb afygl,
Gog 3™ ©d 3EgNMmmdGg 93mbmdnzné dmzgomeb

96000 30093 3o Boab Gbgbb Jgggbob dogzghdy (3éo8030
Ned ).

bobgmdhogm om@a@el bedbobmébal gemgmgdem, o
moaba 2021 Hgaml 30%-000 gogg0bnbgde, 36d0b dmogéhrmdals
gomal  333-boob  gobrmdnl  dohggbgdgma gopssdatogdl
60%-00b madagb s 72%-b doomhggb. emdse, swbsbadbagas
abog, Gm3 dmogodn gamoab bopapg o6 oéab, dosgatns ab, oy
bmgmbggbgdldel dgqggebes s @o g300bmdagn® ga3qdhb ndmgge
ob. gomb od3b opghmzs s d0dbmdbmds, ol dgndmgde
ogob  bonbggbdogom o6 bodmdbdobrgomm  ©abadbrmgdab,
d0g60d gbhdgmgosb 33¢b3gdhngedn mbos dggbededgdmogl
930bmdozal Bbol dobdedgdl. odsbmebagg, babgmdfogm

50332300 abmqpmgg boongb@)oBom 3(4)0)3:](1)360[) ggoogoBoBbgBob
Pgodre o6 56b, dob bobgmdhagml dagh smgdnma bmgos-

760 gomEgdmgdgdal dgbérmmgdal ggmbdiesg v30bé0s.
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The effective implementation of the macroprudential
approach depends on the supervision and coordinated action
of the central bank. Central banks are naturally involved in
macroprudential policy, thus monetary policy is increasingly
using unconventional regulatory methods and tools as mac-
roprudential policy instruments.

Some countries (Belgium, Ireland, England) have com-
pletely returned to the central bank the prerogative of super-
vising of the financial sector in the aftermath of the financial
crisis. Although the supervisory agency operates separately
in the following countries: Denmark, Austria, Luxembourg,
Sweden, France, Germany and Finland, integration with cen-
tral banks has increased since the global crisis. In addition,
France, Germany and Austria are using joint supervision. In
addition, the European Central Bank, which pursued only
monetary policy before the 2008 global crisis, was tasked in
2012 with supervising large banks in the eurozone (European
Commission, 2012).

Monetary policy should be largely responsible for reg-
ulating the business cycle, which means stabilizing inflation
rates and interest rates by using inflation “targeting”. How-
ever, it should be noted that no central bank can fully control
the financial markets. But monetary policy has an excellent in-
strument in the form of macroprudential policy, that can take
responsibility for the stability of the financial system and the
financial cycle. The impact of classical monetary policy chan-
nels on the economy is limited because, on the one hand,
security markets are underdeveloped in some countries, and,
on the other hand, interest rate dynamics are more depen-
dent on structural factors than on monetary conditions.
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Moreover, it should be noted that monetary policy can
even contribute to the accumulation of risks in the financial
sector (Cavallari, 2016). In particular, when the central bank
aims to stimulate consumer spending by lowering interest
rates, this may significantly increase security prices and cre-
ate a breeding ground for a “speculative soap bubble”, that
threatens financial stability. On the other hand, pursuing a re-
strictive monetary policy raises interest rates, which reduces
aggregate demand in the economy, and may lead to a slow-
down in the long-term growth rate of the economy. Thus,
monetary policy faces challenges and it is clear, that achiev-
ing financial stability in isolation is impossible. Therefore,
no country today considers monetary and macroprudential
policies in isolation, on the contrary, the success of the co-
ordinated use of their instruments can be seen in practice of
many countries.

As mentioned, price stability alone is not a sufficient
condition for financial stability. An example of this is the sta-
ble pre-crisis price level in the euro area, accompanied by
credit cycle fluctuations and instability (Deutshe Bundesbank,
2015). During this period, the prices of securities and credit
volumes increased rapidly in the euro area (graph 1). As can
be seen from the graph, against the background of price sta-
bility, there was an unstable situation in the financial sector,
which the monetary policy could not foresee and respond to.
And because credit cycles are more volatile than business cy-
cles, it is essential to actively apply macroprudential policy
and coordinate it with monetary policy.

Based on the above described situation, the issue of in-
tegration of macroprudential and monetary policies and the
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Graph. 1. Credit and business cycles in the euro area

—- credit cycle. short-term period

T == business cycle, short-term period
o credit cycle, medium-term penoii/w medium-term period

Source: ECB (“ECB Balance Sheet Items”, loans of domestic MFls to the non-financial private sector in the euro area, out-
standing loan amounts at the end of the quarter) and OECD (“Main Economic Indicators”, real GDP and the consumer price

index to determine real outstanding loan amounts).

need for close coordination arises. Both policies work to en-
sure financial stability, albeit with different instruments and
channels, although their ultimate goal is one — to promote
sustainable country development and long-term economic
growth (see table 1 and table 2). Monetary policy contrib-
utes to price stability and output levels in the economy, while
macroprudential policy focuses on identifying and elimi-
nating systemic risks. As a result of the integration of these
policies, the economic system becomes more resilient and

flexible to shocks and allows the defects of both policies to
be overcomed. Macroprudential policy interventions with
capital counter-cyclical buffer and other instruments aims
to neutralize pro-cyclicality in financial sector, which largely
determine the effectiveness of monetary policy (Komarkova,
2011). The continuous development of innovations and tech-
nologies in the financial sector requires closer coordination
and the implementation of well-organized policies based on
the existing reality.

Table 1. The relationship and objectives of macroprudential and monetary policy

Policy Goal

Ultimate goal

Monetary Price Stability

(Short-term interest. rate)

Macroprudential
(CCyB, LTV, DTI...)

Financial Sector stability

T~

Stable and non-inflationary

\A
/

economic growth

Source: Shhoenmaker D., Wierts P, “Macroprudential Supervision: from theory to Policy”, 2015:3

Table 2. Characteristics of monetary and macroprudential policies

Target, area of action Monetary policy

Macroprudential policy

ultimate goal

activity

-Price stability (low inflation rate)
-Reduction of fluctuations in economic

-ldentification of financial risk
-Reduction of costs caused by systemic
risks to a minimum

Indicators of risk and its intensity
the target

-Deviation of the inflation rate from

- Variability of economic activity, profit

-Excessive debt

- Variability of stock prices

-Excess liquidity above the allowable
mark

-Confition of the financial sector
-Increase the loan volume

Instruments

-Monetary policy rate
-Currency interventions
-Change of reserve demand

-Strict tightening of banking-
supervisory regulations
-Macroprudential policy instruments
-Use sanctions and tighten rules on
loans and high risk instruments

Source: Cavallari M., “Monetary Policy and Macro Prudential Regulation: Whither Emerging Markets”, 2013: 15.
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To illustrate the effectiveness of the joint application of
macroprudential and monetary policies, the authors (Eugen-
io, Claessens, 2016) proposed a model:

ALog Creditye, = 8; + ¥, fiAMacropru,_; + E}_, §Ar,_; 4
El-1v)AMacropru,_; + Ar,_; + controlsy,, + quarter, + £,

The model includes the real growth rate (Art) of mone-
tary policy as a variable, as for, Z]ftzl Vi,

it determines the direction of the interaction between
macroprudential and monetary policy. We can define the
first-order derivatives of these policies:
daLog Credithpe o 4
AAMacropru,_y _E-’.=j ﬁf + Ej:i i Ar

dALag Credit
T bty 4 ) .
ye j=18; + Xj=, ¥; AMacropru,_,

Since the coefficients, ¥, Bj and X, §

are most likely negative (tightening monetary and mac-
roprudential policies reduces the volume of loans issued), the
impact of one policy change on another will depend on the
sign of the second order derivative of the series

62ALog Credit bft
6AMacropru t—1Art

L Yj L IE B, Yj<0,

then each policy will reinforce each other and the com-
bined effect will be greater on the economy. Conversely, if
tightening of macroprudential policy reduces the effective-
ness of tightening monetary policy or vice versa, then

1 Y5>0.

Therefore, we can conclude that if these policies move
in one direction, more favorable conditions are created for
financial and economic stability.

., Yj AMacropru t — j * Ar t — j in formule Y, Yj
in formule Zf:l)/]'a

negative value implies, that tightening macroprudential
and monetary policies reduces the volume of loans (Alog-

Table 3. Impact of macroprudential and monetary pol-
icy shocks on various indicators (Forecast error variance de-
composition, monetary and macroprudential shocks)

Period 1 year 2 year 3year | 4year
CPI PP 1.9 7.2 10.3 12.3
R 1.2 6.4 6.5 6.0
CRD PP 0.4 1.6 3.6 5.9
R 0.9 3.0 3.8 4.0
RGDP PP 3.7 6.6 8.2 9.3
R 0.6 2.3 2.7 2.9

Source: Kim S., “Effects of monetary and macropruden-
tial policies — evidence from inflation targeting economies in
the Asia-Pacific region”, 2017:16
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Creditbft) and this effect is greater, when both policies (macro-
prudential- AMacropru t-j and monenary Ar t-j) operate simul-
taneously and in one direction rather than in a separate case.

Therefore, we can conclude that:

1) Macroprudential policy is very effective in regulating
the credit cycle,

2) Macroprudential instruments have the greater effect
on the credit cycle, when the the integration with monetary
policy is closer.

A study by Kim (2017) for countries in the Asia-Pacific
region revealed, that macroprudential policy plays a more
important role in explaining price fluctuations than mone-
tary policy. In particular, for the 4-year time horizon, macro-
prudential policy shocks accounted for 12.3% of price fluc-
tuations, and in the case of monetary policy shocks, 6% of
price fluctuations (Kim, 2017: 17-18). At the same time, the
impact of macroprudential policy on real GDP is greater for
the long run, than monetary policy impact, in particular, mac-
roprudential policies describes 9.2% of the GDP fluctuation,
while monetary policy accounts only 2.9%. Therefore, mac-
roprudential policy has a great impact on the volume of GDP,
its growth rate, aggregate demand and the real sector of the
economy in general.

In addition, a study conducted by the IMF on the US
banking and financial sector for 1999-2015, shows that the
impact of macroprudential policy instruments on various eco-
nomic indicators is more immediate, although unlike mone-
tary policy, its effect is shorter (see graph 2 and graph 3).

Monetary policy shock reduces bank lending by 0.5% af-
ter 7 quarters and by 1% after 12 quarters. The same shock
reduces real estate prices by 4% after 7 quarters and by 10%
after 12 quarters.

In addition, it should be noted, that in the case of tight-
ening monetary and macroprudential policies, their impact
on bank loans is greater than in the case of policy easing. To
illustrate this, consider graph 3, which shows the impact of
tightening / easing policies on bank lending.

The graph shows that in the conditions of a tight regime
of both monetary and macroprudential policies, bank loans
decrease more than in the case of a pursuing easing policy.
Therefore, restrictive policies have a greater impact on the
percentage change in loans than mitigation policy, which
must be taken into account by policy makers to achieve sta-
bility in the real and financial sectors of the economy.

To sum up, it can be concluded that the monetary poli-
cy response is delayed in time, its effects require a relatively
large period of time to achieve the desired effect, so it is nec-
essary to actively use macroprudential policy that can stabi-
lize the financial sector in the short term. Therefore, great im-
portance is attracted to the integration of these policies and
their simultaneous use to prevent macroeconomic shocks.

COMMON TRANSMISSION CHANNELS OF
MACROPRUDENTIAL AND MONETARY POLICIES

The interaction between macroprudential and monetary

policies is quite strong, which is due to the fact that they have
common transmission channels (Trivedi, 2018). Decisions
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Graph 2. Tightening of monetary policy and its impact on bank lending and real estate prices in the US (% change)
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Source: IMF, “Effects of Monetary and Macroprudential Policies on Financial Conditions: Evidence from the United States”,

2015: 5-7

Graph 3. Impact of monetary and macroprudential policies on bank lending in the US (%)
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Source: IMF,“Effects of Monetary and Macroprudential Policies on Financial Conditions: Evidence from the United States”,

2015:13-15

made in one policy have a great impact on the effectiveness
of the other policy and its consequences. Such as equity
countercyclical buffer, liquidity repayment ratio, etc. offers
new ways to regulate credit and financial cycles.

- Broad credit channel -is one of the most common
transmission channels used by both policies. Bank lending
and its management are used successfully both in monetary
policy and macroprudential policy. When the central bank
implements a restrictive monetary policy, thereby reducing
the amount of money in circulation, in turn commercial banks
issue fewer loans to firms and households. As a result, the
volume of loans is limited, which increases the interest rate
and increases the risk of “moral hazard” by companies, be-
cause they are interested in investing in more risky projects
to get high returns. Therefore, an increase in interest rates is
a signal to banks, that risks are accumulating in the financial
sector and consequently lending conditions are tightening.
Under such conditions, macroprudential policy instruments

GLOBALIZATION AND BUSINESS Ne11, 2021

such as the minimum reserve requirements, adopted by in
Basel Ill, play a crucial role in regulating the financial cycle.

- Interest rate channel - Monetary policy aimed at low-
ering interest rates may have a negative impact on the con-
dition of financial institutions, as lower interest rates mean
lower returns. The 2008 crisis showed that due to reduced
yields, financial institutions and private commercial banks be-
gan to use new financial instruments, which were seemingly
safe, but became a major threat during the crisis and caused
financial instability.

However, it should be noted that the effectiveness of
monetary policy at the national level is becoming increasing-
ly weak as a result of global integration of financial markets.
As Chairman of the US Federal Reserve, Ben Bernanke! says,
the increase in global savings has led to a sharp decline in

! American Economist, chairman of United States Federal Reserve
System, 2006-2014
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Graph 4. Expansive monetary policy and level of risks, US, 1997-2008
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Source: Deutsche Bundesbank, “Financial Stability Review”, 2012:5

long-term interest rates in developed countries, which in turn
has weakened its link to short-term interest rates. Due to this
fact, the monetary policy impact on the short-term interest
rate is reduced significantly, which also showed weakened
impact the long-term interest rate. This fact indicates the
weakening role of monetary policy in ensuring financial sta-
bility (Bernanke, 2015).

Empirical surveys of the United States (Jiménez, Ongena,
Peydrd, Saurina, 2014) were obtained from quarterly reports
of the Federal Reserve System. The purpose of the study was
to analyze the impact of monetary policy on the volume and
dynamics of borrowing. The study analyzed the volume of
loans in dollars at the level of the minimum interest rate and
the normal level in 1997-2008 (Deutsche Bundesbank, 2015).
The graph clearly shows the negative relationship between
the policy rate and the degree of risk (Graph 4). As the fig-
ure shows, the monetary policy pursued by the central bank
can have a major impact on the financial system, in particular
even stimulating risky transactions by financial institutions.

- Exchange rate channel - In the open economy, the
central bank can influence exchange rate and capital flows
through monetary policy. Large inflows of capital can put the

country at risk due to excessive credit and liquidity. This is
easier to understand by looking at a small open economy like
Ireland. The country’s central bank has tightened monetary
policy to curb inflation. As a result, interest rate hikes have
made the country more attractive in terms of investment,
which has led to a large capital flows into the country. Many
Eastern European countries faced this dilemma before the
global crisis (Graph. 5).

- Bank Capital Channel- This refers to the observance of
mandatory capital norms and requirements by banks. One of
the such instruments is the requirement to maintain capital
adequacy, forcing banks to increase the amount of their as-
sets in excess of the amount of loans issued. However, there
are other requirements such as liquidity, solvency, etc. Depos-
itors place cash in the bank in the expectation, that they will
receive more interest on each invested item tomorrow, how-
ever, various risks (liquidity, market, credit) may become the
cause of the bank’s insolvency. As depositor assets decrease
due to deteriorating economic conditions, they require the
bank to raise interest rates, which in turn leads to reduced
economic activity (Cozz, Darracq, Karadi, 2020).

Macroprudential policy is particularly important in this

Graph 5. The relationship between inflation rates and real estate prices
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regard, as it provides for mandatory minimum capital re-
quirements for the bank, which are defined on the basis of
the principles and regulations of Basel Ill, and allow the bank
to assess its balance sheet and creditworthiness.

CONCLUSION

The 2008 global financial crisis once again raised the is-
sue of more active application of macroprudential policy, as it
became clear that monetary policy and its regulations alone
could not ensure stability in the banking and financial sector.
The aim of macroprudential policy is to increase the degree

of resilience of the financial system to endogenous shocks, to
limit the emergence of financial imbalances and to minimize
the economic costs caused by imbalances. Therefore, coordi-
nation and close link with monetary policy is a necessary and
inevitable condition to achieve this goal, as the effective im-
plementation of the macroprudential approach depends on
the coordinated action of the supervisory body and the cen-
tral banks. Central banks are naturally involved in the macro-
prudential policy process. Finally, it should be noted, that the
example of many countries has practically proven the effec-
tiveness of the integration of the above policies and their si-
multaneous application in preventing macroeconomic shocks
and ensuring the stability of the banking and financial sector.
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Abstract. At the turn of the XX-XXI centuries, the rapid pace of the current economic globalization process has acceler-

ated the transition of countries to the post-industrial stage of development, the main features of which are knowledge and
innovation. The article aims to identify the innovation economy determinants affecting economic growth and comprehensive-
ly examine the impact of innovation economy on the country's economic growth.

Relevance of the topic. At the end of the twentieth century, the process of globalization of the world's economy has
accelerated the transition of countries to the post-industrial development stage, the main features of which are knowledge
and innovation. Despite the theoretical assessments, practically no comprehensive study has been conducted of the impact
of the innovation economy on the country's economic growth in the Georgian economic literature to this day. Consequently,
the determinants of the innovation economy affecting economic growth have not been identified. Due to the above, the
formation of an innovation economy at the current stage of Georgia's development is gaining particular urgency as the most
crucial economic growth factor.

The Scientific Novelty of the Research. Based on the results of the regression equation (dependent variable Gross Do-
mestic Product (GDP) per capita) in the article, a positive correlation has been found between only a few variables of the
innovation economy and the dynamics of GDP in the Eastern Partnership and EU countries. The regression equation results
regarding the dynamics of the GDP of these countries indicate that both the export and import of information and commu-
nication technologies are in positive correlation with the GDP per capita. As for the high-tech exports, patent applications of
residents and non-residents, research and development costs (GDP %), trademark applications, industrial design, and foreign

direct investment per capita, these figures are not correlated with GDP.
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INTRODUCTION

The purpose of this article is to determine the impact of
innovative economics’ variables on the dynamics of GDP on
the example of the Eastern Partnership (Georgia, Azerbaijan,
Armenia, Moldova, Belarus, Ukraine) and EU member states.

Based on the above purpose, we have determined the
study’s objectives:

e |dentify the variables of the innovation economy that
stimulate the economic growth of the country;

e |dentify & analyze the correlation between the growth
dynamics of GDP and the variables of the innovation econo-
my.

The study’s object is the problems of innovation econo-
my in the Eastern Partnership and EU member states.

The study’s subject is to calculate the regression equa-
tion results (dependent variable per capita of GDP) for each
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variable in the innovation economy of the Eastern Partner-
ship and EU countries to determine and evaluate the correla-
tion of the variables.

The theoretical-methodological bases of the research
of innovation economy are the works of Georgian and for-
eign scientists-researchers. Noteworthy among Georgian
scientists are the publications of the professors: A. Silagadze,
V. Papava, G. Gaganidze, R. Gvelesiani, E. Mekvabishvili, S.
Gelashvili, R. Abesadze, L. Bakhtadze, G. Bedianashvili, Sh.
Veshapidze, T. Zubiashvili, M. Tukhashvili, M. Chikobava, T.
Shengelia, A. Abralava, R. Shengelaia, G. Jolia, etc.

Among the foreign scientists, the fundamental works of
the following authors are crucial: I. Schumpeter, N. Kondrati-
ev, R. Solow, K. Freeman, B. A. Lundvall, R. Nelson, f. Nixon, U.
Gibson, J. Cantwell, D. Merceris, M. Schweizer, H. Etskovitsi, L.
Leidensdorf, R. Florida, B.A. Ludwal etc.

The study is also based on the materials and legislative

3QMBIWNDBOBOS @O 30363V Nell, 2021



https://doi.org/10.35945/gb.2021.11.010

DEMOGRAPHY, EMPLOYMENT, MACROECONOMICS AND FINANCES

acts of the World Bank, Eurostat, National Statistics Office of
Georgia, Georgian, and foreign profile ministries.

The paper uses research analysis and synthesis, regres-
sion, correlation, and other methods.

The scientific novelty of the study is an attempt to com-
prehensively examine the relationship between the inno-
vation economy’ variables and the economic growth in the
Eastern Partnership and EU countries. Based on the results of
the regression equation (dependent variable GDP per capita):

¢ Based on the analysis of the GNP dynamic in the East-
ern Partnership and EU countries, a positive correlation has
been revealed between only a few variables of the innovation
economy. The regression equation results regarding the dy-
namics of the GDP of these countries indicate that the export
of information and communication technologies and the im-
port of information and communication technologies are in
positive correlation with the GDP per capita. In contrast, high-
tech exports, patent applications of residents and non-resi-
dents, research and development costs (GDP %), trademark
applications, industrial design, and foreign direct investment
per capita are not correlated with GDP.

THE RELATIONSHIP BETWEEN INNOVATION VARIABLES
AND ECONOMIC GROWTH

Recently, studies have been actively conducted world-
wide to identify the variables of innovation and the main fac-
tors of economic growth.

It is well known that the economic growth in different
countries, depending on their geographical or historical fac-
tors, is characterized by heterogeneity. Economic dynamics
is a variable, which is related to cyclical changes. Economic
dynamics is not just an ascending process; therefore, its rates
can also be zero and negative. However, it is mainly charac-
terized by an upward trend, which is a necessary precondition
for a country’s economic development. Furthermore, a coun-
try’s economic development also depends on the increase in
the number of factors of production and the qualitative im-
provement of these factors, since qualitative and non-materi-
al factors, in turn, increase economic wealth.

According to the classic economists Adam Smith (1776)
and David Ricardo, economic growth is also influenced by
population growth, capital growth, improving the interna-
tional distribution of labor, and the economy’s institutional
framework. According to J. Keynes - a famous representative
of the theory of economic growth in the XX century who has
founded the new economic theory Keynesianism, there is
only one factor that contributes to the growth of domestic
income - the accumulation of capital. Meanwhile, the au-
thors of the neoclassical model of economic growth focus on
increasing physical capital, natural resources, labor, invest-
ment, and productivity.

In the post-industrial era, in addition to the traditional
factors, the variables of the innovation economy are also be-
ing considered as factors affecting economic growth. In our
paper, we analyze the impact of innovation economy vari-
ables on economic growth. The concept of economic innova-
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tion is defined as “the final stage in the evolution of the world
economy, which changes the outdated traditional economy,
radically changes existing views on the form and structure of
national wealth, the criteria for accumulation efficiency and
public reproduction” (Lich G., 2006).

According to the Austrian economist Josef Aloe Schum-
peter (Schumpeter, 1883-1950), economic development is
the process of implementing “new combinations,” in the lat-
est models, a knowledge-based economy is considered the
primary determinant of the country’s economic growth, in
other words, in the technological development of developing
countries, investments are considered to be the main anti-cri-
sis measure. It is also important to note a study by the Amer-
ican researchers B.A. Lundvall (1992) and R. Nelson (1992)
that analyzes the possible connections between innovation
and economic growth. It is also interesting to consider the
study by an American scientist Robert Solow (1956), accord-
ing to which economic growth is achieved only based on ex-
ogenous technological changes, which increases productivity.
According to R. Solow, the state must focus on developing
and implementing institutional changes, which he considers
to be a stimulus for innovation and knowledge.

THE DATABASE AND METHODOLOGY

The study mostly uses World Bank data to construct re-
gression models. In the econometric model, the regression
equation results for each variable (dependent variable - GDP
per capita) were calculated, and the correlation of the vari-
ables was estimated.

We used the innovation economy factors for the study:

e Quantity of ICT (Information and Communication Tech-
nologies) goods export;

e Volume of import of information and communication
technology goods (10% of total import of goods) (ICTGI);

¢ High technology export, which includes products with
high R&D intensity, which mainly belongs to the group of the
aerospace industry, computers, pharmaceuticals, scientific
instruments, and electrical appliances;

e Patent applications (number) for non-residents;

e Patent applications for residents (number);

¢ Research and development costs (GDP%);

e Trademark applications for non-residents (Trademark
applications, direct non-resident);

e Trademark applications for residents (direct resident);

e Trademark applications in total (Trademark applica-
tions, total);

e Industrial design applications for non-residents;

e Industrial design applications for residents;

¢ Foreign Direct Investment (FDI).

While studying the determinants of innovation on GNP
dynamics in 2011-2019, to calculate the correlation coeffi-
cients, we used the data of the Eastern Partnership and EU
Innovation Economy variables.

Table Ne1l shows the impact of innovation economy vari-
ables on economic growth, where economic growth variables
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Table 1: Results of the regression equation (dependent variable of GDP per capita)

Total panel (unbalanced) observations: 111

Variable Coefficient @ Std. Error t-Statistic Prob.
ICT 0.07 0.14 0.48 0.63
R_D -0.85 0.47 -1.81 0.07
TAT 0.00 0.00 -0.68 0.50
PAR 0.00 0.00 0.73 0.47
HTECEX 0.03 0.11 0.25 0.80
FDILOG -0.66 0.51 -1.28 0.20
C 9.35 4.55 2.05 0.04
R-squared 0.11 Mean 2.89
dependent var
Adjusted R-squared 0.05 S.D. 2.56
dependent var
S.E. of regression 2.49 Akaike info 4.72
criterion
Sum squared resid 642.35 Schwarz 4.89
criterion
Log likelihood -254.94 Hannan- 4.79
Quinn criter.
F-statistic 2.05 Durbin- 1.18
Watson stat
Prob(F-statistic) 0.06
Source: World Bank www.worldbank.org/, calculated via STATA (28.02.2021).
Figure 1 Results of the regression equation (dependent variable of GNP per capita)
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= 1CT 25 000 o
= R&D -
= TAT 20 .000 —
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Source: The author’s calculations via the software package - STATA (28.02.2021)
Table 2: The Results of the Regression Equation (dependent variable per capita GDP)
Variables Coefficient Std. Error t-Statistic Prob.
PAR -0.0004 0.000217 -1.82539 0.0703
C 3.101641 0.315109 9.843086 0
R-squared 0.025764 Mean dependent var 2.736684

Source: The author’s calculations via the software package - STATA (28.02.2021)
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are per capita of GDP, and innovation variables are: export of
information and communication technologies, research and
development, trademark patent application (resident), high-
tech exports, FDI (foreign direct investments) - the volume
(logarithmic). As shown from the table, R2 is equal to 0.11,
which means that the independent variables explain the de-
pendent variable by 11%.

Figure 1 proves that exports of information and commu-
nication technologies positively impact economic growth, al-
though this variable is not statistically significant. The other
variables that also have positive, albeit little impact on economic
growth, are trademark, patent application (resident), high-tech
exports, foreign direct investments. In contrast, research and de-
velopment have a negative impact on economic growth.

Table 2 shows the impact of patent applications on eco-
nomic growth. To be precise, the application for patents has
a small but negative impact on economic growth. R2 is 0.026,
which means that the independent variables explain the de-
pendent variable by about 3%.

Table 3 shows that the number of trademark applica-
tions does not affect economic growth. To be precise, the ap-
plication for patents has a small but negative impact on eco-

nomic growth. This variable is statistically significant. R2 - is
0.06. This means that the independent variables explain the
dependent variable by about 6%.

Figure 3 shows the result of a regression equation where
the number of trademark applications does not affect eco-
nomic growth.

Table 4. shows the impact of exports of high-tech goods
on economic growth. As can be seen from the table, exports
of high-tech goods are in negative correlation with economic
growth. However, this variable is not statistically significant.
R2 is 0.01. This means that the independent variables explain
the dependent variable by about 1%.

Table 5 shows that exports of information and communi-
cation technologies have an impact on economic growth. As
can be seen from the table, this variable has a positive impact
on economic growth. However, this variable is not statistically
significant. R2 is 0.006. This means that the independent vari-
ables explain the dependent variable by about 0.06%.

Table 6 shows the impact of research and development
on economic growth. As shown by the table, this variable is
negatively correlated with economic growth, and this vari-
able is statistically significant. R2 is equal to 0.06. This means

Figure 2. The results of the regression equation (dependent variable per capita GDP)
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Source: The author’s calculations via the software package - STATA (28.02.2021)
Figure 2 shows the result of the impact of patent application on economic growth.

Table 3. The results of the regression equation (dependent variable per capita GDP)

Sample (adjusted): 2011 2018

Periods included: 8

Cross-sections included: 16

Total panel (balanced) observations: 128

Variable Coefficient Std. Error t-Statistic Prob.
TAT -8.41 291 -2.887537 0.0046
C 3.515308 0.360306 9.756444 0
R-squared 0.062066

Source: The author’s calculations via the software package - STATA (28.02.2021)
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Figure 3. The results of the regression equation (dependent variable per capita GDP)
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Table 4. The results of the regression equation (dependent variable per capita GDP)

Dependent Variable: GNP_PER CAPITA
Method: Panel Least Squares

Date: 02/06/21 Time: 15:28

Sample: 2011 2019

Periods included: 9

Cross-sections included: 16

Total panel (unbalanced) observations: 143

Variable Coefficient Std. Error t-Statistic Prob.
HTECEX -0.04 0.05 -0.89 0.38
C 3.24 0.51 6.36 0.00
R-squared 0.01

Source: The author’s calculations via the software package - STATA (28.02.2021)

Table 5. Results of the regression equation (dependent variable GDP per capita)
Dependent Variable: GDP_PER CAPITA
Method: Panel Least Squares
Date: 02/06/21 Time: 15:07
Sample (adjusted): 2011 2018

Periods included: 8

Cross-sections included: 16

Total panel (unbalanced) observations: 127

Variable Coefficient Std. Error t-Statistic Prob.
ICT 0.057257 0.065139 0.878992 0.3811
C 2.569808 0.331439 7.753495 0
R-squared 0.006143

Source: The author’s calculations via the software package - STATA (28.02.2021)
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Table 6. Results of the regression equation (dependent variable GDP per capita)

Variable Coefficient Std. Error t-Statistic Prob.
R D -0.74 0.26 -2.89 0.00
C 343 0.36 9.61 0.00
R-squared 0.06
Source: The author’s calculations via the software package - STATA (28.02.2021)
Correlation — the Results
GDP FDILOG | HTECE ICT ICTO1 IDANR | IDAR | PAN PAR R D TADN TAD TA
PER X R R R T
CAPIT
A
GDP PER | 1.00
_CAPITA
FDILOG -0.21 1.00
HTECEX -0.06 0.27 1.00
ICT 0.01 0.35 0.84 1.00
ICTO1 0.00 0.43 0.89 0.91 1.00
IDANR -0.17 0.28 -0.05 -0.08 -0.13 1.00
IDAR -0.20 0.09 -0.22 -0.31 -0.37 0.83 1.00
PANR -0.13 0.28 -0.13 -0.17 -0.23 0.86 0.85 1.00
PAR -0.26 0.52 0.11 0.00 0.05 0.75 0.58 0.73 1.00
R D -0.24 0.32 0.57 0.25 0.44 0.08 -0.05 0.02 0.49 1.00
TADNR -0.23 0.19 -0.41 -0.35 -0.48 0.76 0.83 0.87 0.63 -0.19 1.00
TADR -0.05 0.40 -0.07 -0.07 -0.07 0.87 0.73 0.85 0.75 -0.01 0.73 1.00
TAT -0.12 0.35 -0.19 -0.18 -0.22 0.89 0.82 0.92 0.76 -0.07 0.87 0.97 1.00
Source: The author’s calculations via the software package - STATA (28.02.2021)

that the independent variables explain the dependent vari-
able by about 6%.

The table shows the correlation of innovation variables
with GDP per capita. This means that the Export of Informa-
tion and Communication Technologies (ICT) and Import of
Information and Communication Technology Goods (ICT01)
are positively correlated with GNP per capita, while High-tech
Export (HTECEX), non-resident patent application (PANR),
resident application (PAR), Research and Development Costs
(R&D) (GNP%), Non-Resident Trademark Applications (TAD-
NR), Resident Trademark Applications (TADR), Trademark
Applications in Total (TAT), Industrial Non-Resident Design
(IDAR), Industrial Design for Resident (IDARN) and foreign di-
rect investment (FDILOG) per capita are not correlated with
gross national product.

CONCLUSION AND RECOMMENDATIONS
The study results show that in the analysis of the rela-
tionship between the growth dynamics of the GDP in the giv-
en countries and the variables of innovation, in most cases,

GLOBALIZATION AND BUSINESS Ne11, 2021

a relatively weak correlation is observed between the inno-
vative economic factors and economic growth. However, the
study’s result is not an axiom and does not set to prove that
a similar result could be obtained for all countries or regions.
Maybe, for Eastern countries, there will be no correlation be-
tween the factors of the innovation economy and economic
growth, and it may appear to be provoked by other deter-
minants. We should also note the empirical studies, based
on which there is a positive relation between innovation
variables and economic growth, as evidenced by companies’
constant aspiration to increase competitiveness in the pro-
cess of globalization. It is based on these processes that we
can conclude that technological progress is important for the
company. In this case, the country’s role can be achieved by
promoting research and development, as well as prioritizing
commercialization issues.

Based on the conducted research, we consider that
the state should take the following measures:
Institutional changes to improve the innovative and
technological ecosystem, based on which technological proj-
ects will be commercialized, as well as promoting the attrac-
tion of investment in technological fields.
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e Government support for R&D subsidies and tax in-
centives in the private sector.

e Financial support for the development of knowl-
edge-based industries and services.

Based on the conducted research, we can conclude that
in the Eastern Partnership and EU countries, when the gov-

it can accelerate presenting the country’s competitive ad-
vantage, which will ultimately help accelerate the country’s
economic growth, attract high-tech investment, and encour-
age using expenses on research and development, and will
ultimately positively reflect on the overall economic develop-
ment of the country.

ernment stimulates the growth of the innovation economy,
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Abstract. Factors acting on tariffs are characterized including the state of utilization of existing natural energy resources,
the structure of electricity generation, energy efficiency, energy balance, the role of society in energy development and glo-
balization.

It has been concluded that in Georgia, as well as in the world, there is a tendency to increase tariffs. This is due to the
need for increased and continuous investment in the extraction (production) of increasing amounts of energy resources, the
tightening of environmental requirements, and so on.

According to the author, in order to improve the technical and economic indicators in the field and reduce tariffs, it is
necessary to introduce scientific-technological and managerial progress at a higher rate compared to the existing challenges.
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Abstract. The Covid-19 pandemic has posed a major challenge to the entire world. Even for the countries with big
economics this challenge turned out to be hard to overcome. The “paused” world tried to fight against the most inexplicable
economic crisis with the use of digital technologies. The era of digital technology development is a period of limitless
possibilities for modern managers. Managing a company easily and efficiently is already unthinkable without information
technology and digital platforms maintaining competitiveness in the market, relieving employees from routine tasks,
optimizing processes, taking care of development - these are the minimum requirements, that are difficult to achieve in
modern conditions without technological progress. The issue of information security and integration of modern technologies,
in the management process, during the COVID-19 pandemic, became even more urgent and vital for some organizations, as
many of them had to work remotely for quite a long time during the entire period.

Every good project manager knows that one of the main tools for effectively developing a team and completing a project
with the best results is fast and quality communication. To ensure this, companies use platforms where employees can
centrally and transparently communicate with each other and monitor the progress of the work process. In the conditions
of switching to remote work mode, it has become a daily necessity to hold meetings, trainings, conferences and lectures
or lessons online, therefore, it is important to select programs tailored to the specifics of our activity, which are specially
designed for this purpose. In this case, Georgia turned out to be quite ready, too. Within just couple of days the country
managed to organize the transition of the state as well as private sector to the remote working mode, and got the 2" place
among the top 50 countries, where remote working is the most convenient and comfortable.
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INTRODUCTION

In December 2019, in the city of Wuhan, China, pneu-
monia caused by an unidentified pathogen, which massive-
ly spread around the world, was declared a pandemic by
the World Health Organization on March 11, 2020. In three
months, the number of people infected with COVID-19
reached 250,856, while the number of deaths reached 10,389
people in 164 countries.

Georgia, as a part of the world, had to get involved in the
fight against COVID-19, too. Although Georgia was in a much
better position than many other European countries in the
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spring (for example, in Italy 3,000 to 4,000 new cases were
revealed daily, while a total of 44 were reported in Georgia),
experts believed that the peak of the coronavirus outbreak in
Georgia was still too early to come, however, with numerous
restrictions already in place, the country still declared a state
of emergency for 1 month.

As early as the spring, it was already clear what an im-
pact it would have to the world economy to have a "suspend-
ed", struggling with COVID-19 world. Therefore, after doing
the civil duty, as the main task, it is necessary for each person,
according to his/her responsibility, to contribute to the devel-
opment of the country, in order to prevent a global collapse.
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This will be the first economic crisis to hit the world since the
2007-2008 global economic crisis, but this time, unlike the
previous case, the root cause will be a global pandemic.

Pessimistic economic forecasts multiplied in the last
week of February 2020, as this week ended with the biggest
drop in the last decade for the world’s largest stock markets.

A special report prepared by the American publication
Bloomberg on March 6, 2020 began like this: "Coronavirus
takes on a global appearance, which could stop the world
economy." The publication experts compiled four scenarios
of events. The most pessimistic was the last scenario, which
involved a pandemic spread of the virus around the world. In
the event of a global pandemic, experts estimate the world
economy would lose $ 2.7 trillion. In this scenario, global eco-
nomic growth was equal to 0%.

Against the backdrop of the novel coronavirus, other or-
ganizations were talking about the expected difficulties in the
global economy, too. On March 2, 2020, a study by the Orga-
nization for Economic Co-operation and Development (OECD)
was published showing that global economic growth could be
halved due to the spread of the novel coronavirus.

In the spring of 2020, it was so inexplicable how
COVID-19 would behave and what steps governments and
businesses around the world would take with it that it was
really difficult to make an accurate forecast, however, analysis
by economic experts allowed us to see clearly the scale of the
global economic crisis we were about to face.

According to a study published by the “International
Monetary Fund” in January 2021, the world economic growth
rate for 2020 has improved by 0.9 percentage points com-
pared to the October forecast and is currently estimated at
-3.5 percent. To some extent, this figure has also been deter-
mined by the approval of COVID-19 vaccines in 2020 and, in
part, a colossal increase in governments’ debts.

The world's domestic and foreign debt increased sig-
nificantly, which served to minimize the downturn in the
world economy. The number of countries whose public debt
exceeded the volume of their GDP exceeded 30. (Papava,
2021) Among them, of course, the state debt of Georgia has
increased significantly and in the conditions when the pri-
ority sector of the Georgian economy, tourism, has suffered
the most around the world, it is difficult to say what levers
Georgia will use to rehabilitate the economic situation in the
country.

In the conditions of universal self-isolation and quaran-
tine the need for provision of remote services has become
even more apparent. According to 2019 data, about 16% of
companies in the world operated completely remotely, al-
though according to the same data, 44% of companies were
not allowed to work remotely at all. It’s interesting what the
efficiency of the activities of these companies is now?!

BASIC TEXT
In the second half of March 2020, dozens of companies

and state institutions had to arrange to switch to remote
working mode within just a few hours. Organizations faced
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the challenge - how to maintain work mechanism, productiv-
ity, safety and employee engagement at the same time, how-
ever, employee health safety is paramount and the issue of
working remotely was thus addressed. Those who were more
or less prepared for this process had some luck.

With modern requirements, nowadays, there are many
free and paid programs available to facilitate remote work.
Many state institutions and private companies use VPN (Vir-
tual Private Network) technology. It is an encrypted and se-
cure connection that connects the employee's computer to
the company's resources. This system allows us to connect
two or more devices / networks physically separated from
each other into a single network, allowing us to exchange
files, share a printer, centralize a network, and work with
internal network applications without any cloud storage or
other means. It is possible to use different VPN software such
as Cisco Anyconnect, FortiClient, Check Point remote access
VPN and others. If the company does not have the appropri-
ate VPN infrastructure, it is possible to use Google Remote
desktop, AnyDesk, Teamviewer or other similar programs.

In the conditions of switching to remote work mode,
it has become a daily necessity to hold meetings, trainings,
conferences and lectures or lessons online, therefore, it is
important to select programs tailored to the specifics of our
activity, which are specially designed for this purpose.

In order to work remotely with comfort, efficiently and
safely, according to surveys, employed citizens in Georgia use
the following platforms most actively: Zoom cloud meeting, G
Suite, Slack, Miro, Trello, Toggl. Through these platforms it is
possible to plan meetings, conduct trainings, organize video
conferences, manage projects and time, etc. Most important-
ly, these systems are so flexible that during the work process,
it is difficult to find activity that cannot be done remotely: As-
signing tasks to employees, making meeting notes, allocating
work rooms for specific individuals, sharing and editing doc-
uments online, using a virtual board, integrating with various
applications, monitoring performance, and more. Most im-
portantly, these platforms can also be used via mobile phone.

Every good project manager knows that one of the main
tools for effectively developing a team and completing a proj-
ect with the best results is fast and quality communication. To
ensure this, companies use platforms where employees can
centrally and transparently communicate with each other and
monitor the progress of the work process. On the one hand,
it is easy for the manager to control the work performed and
assign new tasks, while on the other hand, employees can
intelligently distribute their tasks according to working hours
and do not miss deadlines for completing them.

Every program, of course, has its minor disadvantag-
es, which can only be inconvenient for a specific user, in the
process of working, but we all agree that not using such pro-
grams is simply a crime when time, ease and efficiency are a
priority for everyone.

Also noteworthy is the fact that the developers of the
above listed programs have made paid versions of their pro-
grams available for free for a period of three to six months in
order to facilitate business in connection with the pandemic.
Which allows, for example, in the case of Microsoft to record
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meetings, and in the case of G Suite to include 250 people
in one call, record meetings and go live (with the support of
100,000 viewers).

We should not forget one of the most important chal-
lenges of the 21st century either, which is related to the
protection and security of personal data. With the advent
of modern technology, when almost everything is remote-
ly accessible, the threat of more cyber-attacks has emerged
and, consequently, the secure processing of personal data
has become the number one task for developers of various
platforms. Many applications today have the problem of data
protection, especially those that are in high demand and
therefore have a large database, however, fortunately, there
are quite reliable protection mechanisms that enable data se-
curity and applications that have a large number of users have
a commitment to do so - protect users' personal information.
It is also appreciated that the relevant profile organizations
are trying to make information as accessible as possible in
this crisis period, which will raise citizens' awareness in terms
of cyber hygiene.

Remote workflow is different for the world in usual and
pandemic conditions, and all the many studies that have been
done to determine the pros and cons of remote work have
been based on normal workflows and the normal working
rhythm of the world. In fact, there is a big difference between
working out of a locked house during a pandemic, along with
many other parallel family activities, and generally working
remotely, even from the terrace of one of the café-bars.

But still, even during this period one can talk about the
advantages and disadvantages of remote work. Advantages:
Opportunity of isolation during pandemic; Saving time on
not being stuck in traffic jams; Travel and food savings; So-
cially responsible companies will appear, how they take care
of employees, labour safety, comfortable arrangement of
workplaces. Disadvantages: Very important for Georgians -
the problem of socialization; The problem of internet access
and technical malfunctions; Security of personal data and
processed information in the company; Negative impact on
corporate culture; Reducing the sense of mutual responsibil-
ity among employees; Bringing family problems to the work.

There are also several important factors to consider:
First, it is important to adjust the time to the new reality. One
of the disadvantages of working at home is that people work
harder and are therefore more productive, but it is import-
ant to separate personal life from the work process, which in
self-isolation mode is even more difficult. Therefore, if we do
not have a specific working time allocated by the company, it
is important that we distribute this time ourselves.

Recently, the number of videos of so-called “awkward
cases” has significantly increased during live broadcast.
Many platforms that support video calling allow users to
choose from a variety of backgrounds and virtual accesso-
ries, making it easy for them to prepare for online meetings
and make them as focused on business as possible when
communicating.

We can talk about the readiness of Georgia to meet the
process of working remotely during the World Pandemic,
based on the answers of the surveyed citizens employed in

94

the state and private structures in the country, based on an
independent survey conducted by the authors.

Surveyed employees aged 21 to 60 who are of different
professions, are employed in different structures and work
in different positions, ranging from specialist to senior man-
agers, to the question of when is their work more effective,
while in the office or remotely from work? - 76% of respon-
dents chose the office. (Figure 1),

Figure 1. When do you think your work is more efficient, when
you are in the office or remotely from work? (If your physical pres-
ence at work, by profession, is not necessary). Please indicate the
reason for the chosen answer in the additional column

= |n office

8y, = Remotely

=z |

Working remotely if not restrictions
/discomfort connected to the pandemic

| think both, based on the fact that while
working remotely...

m The only discomfort is working with children

Although 40% expressed a desire to work on a long-term
contract in a company, where they would only work remotely
and would have to show up at work only under the necessary
circumstances.

Figure 2. Would you work on a long-term contract in a job
where you only had to work remotely, with rare exceptions?

= yes

® no

My profession does not
enable me

80% of respondents use internal networking software.
(Figure 3).

Figure 3. How often do you have to use internal networking
software during the work process?

12%

= Frequently

8%
= More or less

Not at all

60% say that the employer provides them with both ma-
terial and technical resources (Figure 4) and in almost 80%,
in case of technical malfunctions and software defects, the
job has an appropriate employee who will provide immediate
elimination of the problem (Figure 5).
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Figure 4. How much does the employer provide you with both
software and material-technical resources for your remote work?

= Work provides material-technical
as well as software access

= Work provides access only to the
internal software

= Periodically | have to go to work,
because...
Periodically | have to go to work,
because...

= | can't work remotely, ...

N

= My everyday work process ...
= | do not use it

Figure 5. When working from home, in case of a technical
malfunction (there is a defect in the software in which you work,
there is a defect in the connection, computer, etc.), do you have an
appropriate service employee who will be able to eliminate the prob-
lem as soon as possible?

= Yes

= No
| do not have to deal with this

software at all

As it turned out, Georgia was quite prepared for the pro-
cess of transition to remote work, because in just a few days
many state or private structures were organized and adapt-
ed to modern technologies, so that their efficiency did not
deteriorate according to statistics, and in some cases even
increased. According to the survey, 48% of respondents are
working on both current and new projects, 36% on current
projects, only 12% postponed new projects for the period of
going out to work (Figure 6).

Figure 6. While working remotely:

= | am working only on the
current projects

m Along with the current projects |
am also working on the new
ones
| have postponed the new
projects for the time | go out to
work

= | am not working

The fact that, according to the survey, almost half of
the employed population in Georgia, even in these difficult
conditions, which include pandemic-related constraints and
discomfort, prefer to work remotely, only indicates that the
country has met the challenges quite well and both state
structures and private organizations, managed to provide
maximum opportunities for employees for an efficient and
comfortable work process. Moreover, according to various
foreign studies, Georgia is in the leading position in terms of
ease of working remotely. Perhaps, after undergone forced
practice, many companies will want to introduce only a re-
mote working system in their company.

Conclusion

It is yet unknown how long the COVID-19 pandemic will
last and when the state of emergency caused by it, quaran-
tine and other restrictions will finally end. One year after the
coronavirus was discovered, the number of infected people
worldwide has reached 110,000,000, and the death toll has
reached 2,400,000 people in 221 countries. The approval of
vaccines and drugs has appeared as the light at the end of
the tunnel, and perhaps gradually the countries will return
to normal life, but it is clear to everyone that the world will
now have to live with COVID-19 and face other still unknown
challenges. And as timely and necessary, and less painful for
us as a country it was to "harvest the previously sown crop",
in the future, every next step towards development, one day,
will surely be useful for us, too.
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Abstract. Research covers the study of old technologies and approaches towards sustainable building, plant/tree
medicines and non-timber forest products, ways of maintaining water purity and harvesting rainwater, urban farming
and energy efficient lifestyle. Implementing these techniques into the framework of our society, will cause an economic
awakening. A shifting to new realizations that the current stream contains much waste and unproductivity, which can change
by harmonizing old and new technologies. Knowing how to apply these in modern life, is essential for the ecological economic
growth of the future. It is a way of thinking, within all sectors, to enhance not only peoples’ daily lives and atmosphere, but
the self-reliance and health of the nation itself.

The study highlights the importance of the art of building with stone for sustainable housing and tourism development;
while the usage of trees and herbs provides not only healing benefits but also business opportunities. The health of the
country is as good as the purity of its water, in so many places there is little or no water, when the rain water provides an
abundance of this vital source, but only when it can be collected and stored by proper facilities. Urban farming connects the
new generation back to nature and gives knowledge of food production within industrialized society. With the mentioned

tools, we can set an ever-increasing long-term goal to sustainable economic growth.
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The overall sustainability of a city is encouraged and
marked by its relation to its roads, harmony with nature and
its structural organization. Thilisi continues to inwardly ex-
pand centrally, why, we must ask are the high-rise multi-sto-
ry buildings continuing to be built, in close proximity to each
other, with placement all around existing multi-story living
apartments? When it can be observed that there is a large
traffic congestion of the inner cities network of roads. And
that there is a continual overflow of traffic from the main
roads being overwhelmed. Then there must be conscious
well thought out implementation to alleviate this problem.
This is due in part to bad long-term planning, as well as con-
tinual apartment projects placed in already overcrowded ar-
eas with narrow roads and minimal parking. This perpetual
trend only causes more and more stagnation and less space
for traffic flow for economic growth. The more time spent in
traffic contributes to the overall slow down of productivity
and much wasted time and money. This stagnation causes
also depression and decreased work ethic among those daily
affected by this overcrowding. Also, the air is polluted more
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and more with the increased density and slowing traffic.

A city needs to breathe, it needs to have an ebb and
flow, so that it is not clogged up and progress halted; if a
city cannot breathe when the signals of ossification abound
all around, and there is little interest in developing its outer
rings and expanding its natural order, then already the in-
ner rings will start to whither and decay, with the stress and
strain of the central core no longer able to keep up with the
growing demand and commute. Christopher Alexander writes
“The purpose of all architecture is to encourage and support
life-giving activity, dreams, and playfulness. But in recent de-
cades, while our buildings are technically better--more stur-
dy, more waterproof, more energy efficient-- they have also
become progressively more sterile, rarely providing the kind
of environment in which people are emotionally nourished,
genuinely happy, and deeply contented” (Alexander, 2005).
It is shown how the environment affects people, for people
can be too far removed from nature and environment of
green and land that they mentally are exhausted, weighed
down in the overbearing concrete walls with less and less of
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green and fresh air. Ancient Rome was laid out in patterns,
this old technology of geometrical design can help alleviate
our cities today. To allow nature to expand within the current
framework, by planting trees where possible, and encourag-
ing more green spaces to align with the ever-expanding con-
crete structures. The Roman roads were lined with trees and
beautiful artworks which gave a calm soothing ambience to
the passersby. What mosaic landscape do developers and city
councils for regional development consider when approach-
ing this topic of natural harmony? The Romans integrated in
their design an architecture of strength and enduringness to
last centuries, for the people were stronger than those of to-
day, and had more time to admire and be at unity with the
beauty they created. We can learn from their approach.

Not only can this be seen in the traffic systems and ar-
chitectural framework of the city of the leaving behind of the
natural landscape but also in the agricultural and horticultur-
al occupations and endeavors of the countryside. In the urge
to build is the devastation of the natural order and a schism
between nature and city when the two should be interlaced.
With each succeeding generation, the young adults get fur-
ther and further into modern technology but leave behind
the old ways of agricultural knowledge and living in harmoni-
ous interaction with nature. How long can this persist without
dire consequences which reach all facets of society. And so
here we are staring into this space, there are implementa-
tions to consider such as geometrical layout of new green eco
villages, natural architecture, sustainable energy, herbalism,
rainwater catchment systems, vertical gardening, water pu-
rification etc.

Rainwater catchment systems provide an important
benefit for resource conservation. Thilisi faces ever increas-
ing water disruptions in multiple zones of the city. This is
due in part to old pipes breaking down in need of disrepair,
which is bound to occur more and more in the coming years,
as well as new development and a continual overcrowding
of the existing old systems. The questions must be asked
what if there were ever water shortages here for extended
periods of time? Or in other cities throughout Georgia, this
problem exists not only in the city but also in the country-
side as many rivers have overtime been diverted and dams
built for energy projects like up in Svaneti. In Australia and
New Zealand many people have these water catchment sys-
tems in place. Research would need to be conducted to see
how much rainfall occurs in what parts of the country. This
would help alleviate the strain on house to house or flat to
flat consumption. Rainwater catchment systems have been
in place for thousands of years in Asia, the Middle East, China
and India. The Romans were masters at harvesting and stor-
ing water and their towns and villas reflect this. Thousands of
large cisterns for rainwater storage have been in existence for
many centuries around the Mediterranean and North Africa,
some are still in use today in Egypt. Turkey also has many of
the largest cisterns in the world for holding water. In western
Europe, records show that in Venice and other cities rooftop
collection and storage of rainwater was the main source of
water for 1300 years up to the sixteenth century. “The rapid
expansion in use of rainwater catchment systems technolo-
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gy worldwide has coincided with a period of growing inter-
est in community-based, grassroots, self-help development.”
(Gould, D., Nissen-Petersen E., 1999).

Because there is less and less water available in the ev-
er-global market it is wise to develop this ancient technology
of harvesting and collecting water for personal use. Not only
should we encourage the production and development proj-
ects with these systems put in place but also the returning
of communities and villages back to independent wells with
a better communal understanding of water purification and
how to cleanse and maintain their individual systems. The
main municipal water systems are overburdened and over
chemically treated in the increasingly over populated cities
of the modern world. When water is carried so far by pipes
that it picks up many metals along its route and systemic sys-
tem leaks overtime and metal decay and or plastic leakage.
Jobs must be created in an organic context from the country-
side, so that the outflow of population to the big cities is not
so constant and to put a cap on the number of inhabitants
within a city’s inner dwellings. This allows for other regions to
develop and smaller villages to not die out from low popula-
tion counts. But does this water contain the life energy of the
water in nature or is it dead water without the pure oxygen?
As overpopulation in the city has a tendency to overflow to all
aspects of the society, burdening the environment, it is better
to develop out than overwhelm the interior; to instead revive
the outer villages and countryside so there is an organic link
between countryside and city, between farm and market.

Water purification is even more important than the wa-
ter storage itself. Because if the water is not usable it is un-
fit for storage. There are ancient ways much healthier than
many of the chemically treated methods in which water is
“purified” today. Water is the giver of life and must be pro-
tected for the adequate nourishment and health of humanity.
In the ancient Sanskrit medical texts of the Ayura Veda, “it is
directed to heat foul water by boiling and exposing to sunlight
and by dipping seven times into a piece of hot copper, then
to filter and cool in an earthen vessel”. (Baker. 1981) Also the
keeping of water in copper vessels is recorded as well as fil-
tering through charcoal and various types of sand and gravel.
Copper was regarded as a disinfecting agent in ancient India.
There has been research coming forward that the harmful
chemicals found in water and for water treatment are a ma-
jor source of disease and cancer. The older methods of water
purification and storage can give us renewed health and vigor.

Ancient technology of building materials and usage of
green energy can help with expensive housing costs in both
city and rural villages for both natural and modern design and
also for better environmental outcomes. Earth materials can
be used to build housing using raw materials like straw-bale,
rammed earth, adobe and clay. We must ask all of this over
processing of building materials is it really necessary? When
nature provides so much in many places of the world. The
caves of Vardzia were vast living spaces of ecological thought
etched into the rock. Here high up in the cliffs people lived in
the mountain itself, providing a very nourishing environment.
Not only here but also in Turkey, China, and many other plac-
es of the world there are remains of caves and natural dwell-
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ings built into the landscape both of stone and earth. In Iran
there are many cities that were built almost entirely of earth
such as Yazd. On the Iranian plateau lies the city of Yazd, it lies
close to the ancient Silk Road. The way this ancient city was
constructed is of earthen architecture is a living witness to
the use of limited resources for building materials. Re-educa-
tion in the use of these types of building with earth and clay
and natural green elements will provide not only new jobs
but new elemental landscapes to various regions of the world
with expensive housing. Traditional adobe houses are made
from the earthen bricks that have dried in the sun and are laid
in courses to form walls. Both adobe and rammed earth are
made from soil and are therefore truly sustainable and pro-
vide cheaper alternatives than the expenses of mainstream
modern building materials.

In Iran wind catchers were also used to cool down the
inner dwellings by means of high towers with windows where
the wind could flow down to the corridors below. Such means
of air conditioning is environmental and works in harmony
with nature than against it. Also, ancient civilizations and
even in modern times used root cellars to store their veg-
etables and food without the need for refrigerators. Surely
there are much more efficient ways of keeping food cold,
washing clothes, clothes drying, and electric or gas cooking.
Solar cooking has been around for centuries, using the rays
of the sun to cook food. Also, the use of solar dehydrators for
food preservation throughout winter or famines. There could
be vast areas of food by the planting of trees and orchards
throughout the country, creating free food on the sides of
the road, wherever people travel. If apartments and flats had
more integrated green houses and areas for growing vegeta-
bles, fruits, herbs, and plants, this creates more connection
to the land. This brings forth much more abundance, than

importing food from far away countries using large amounts
of fuel and energy, instead of sourcing local production and
or free food areas. As for nature also needs to be returned to
its proper place as the healer instead of the pharmacy alone.
The pharmacies of old were using vast amounts of natural
plants and herbs to heal people. Whereas today much of
these chemicals contain harmful substances and use quite
energy consumption in their manufacturing process. When
instead vast fields of herbs and flowers could be cultivated for
the healing of the sick and the health of the nations.

People and children in education should be inspired to
create their own home herbs and vegetable gardens, to plant
trees, to live sustainably in order to preserve the society in
which they live. They are custodians of the future, by the ex-
ample set before them, much can be done in these areas for
improvement. We have before us an open door to change
our societies for the betterment of human development and
health by the technologies and innovations we use from daily
use. We can learn from the ancients in their craftsmanship
and skill, earth architecture, solar designs, housing, medi-
cines, agricultural and handicrafts. Not everything should be
shipped on a boat and imported from far away, when you can
get right in your local market or countryside village. We are
at a crossroads; we cannot sustain this current trend of con-
sumption with pollution unchecked. We must change course
and consciously think about these things more intently with
vision because there is devastating consequences if we do
not. This is a call to return to nature to have cities and societ-
ies that are built in a green ecological way with ancient tech-
nology and clean living. This is a pathway we should strive to
go down. With every tree planted, with every breathe taken
let us renew the way we see the greenery around us as living
within nature than nature outside us.
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9bos 306m3b980b Bmgawn s b3gE0om ba gobsmmgdal by,
o0badbnma bgbgbbal 30dmyqbgde gobsdsgema dgbomeal
bodotmggmml 30bmdgoda bozdome 3g8omoamos, g0bsnpsb
shg dopgdnmo gobommgde dghgbo  godmmbawggedns.
dbagmgmda, ,ohgnmmsngol” domgdnmo gobsmmgds de-
mmdpg 396 3abgbmdl bodobmggmml Ggamageb, bmmm
50g0®6030 dembobmgmdal 5dhsgmgbmdnbomgal bogmds-

m0obo gobsmmgdal dowgds dgdmmgmos;

2. 3boggbogm-330mago0nhn 3od0phomo. gz0hggbgdl
3boggbommo  76séhg93900b  gobgomobrgdal mbglb. o
1g6m doomos 0pbodbymo dmbsggda, dom Jubm sogomas
30bmgbgdabamgal ngmb 30b3mégbdmbatnsba bozmmatn 3ébm-
39600l gobrgmgddn;

3. 0bgm®dogomm-3nmiadnmo 3edahama. bmgom -
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hbm  godgdmdn  gmbdabgdoe  dobmgbgdal  doboon
dobaboomgdamgda: gabm 9bgdal 3mebs, 3md3enhgbnm 3bm-
8(4)03360006 83800060, nG@gqud@nb Q(Y)Bg, jgggo&)go 803@060(4)3
bognomnh-3mmagynznén 3bmigbgdal gogbmdaghgde o 0.9.;
4. bogoseaho 303906900b 3o0dhomoa. 2. 3mmgdebol
dobgg00, bmgosmaé 3030hemda 0gmmoabbdgos ab gbhoo-
gbnmdgd0, bmdmgdag dgodmgds gedmaygbgdmpgl g3mbm-
dognén bgbabbgdal boboggmme (Coleman, 1990). dogo-
momoE, 3hgbhogne bodbobydda dmbahygmdop ,boabm®
bagmbol bgmdghgmde.
ambadbymo bgbgblgdooeb shgs o Emgbsg bagoto-
39mmb 306mdg0dn, badhmbatmp, ©mnbabgdl bmgosmyho
393906930 3030(0ma. dobggma beda Ggbmbdbol domagma
©mbg bagmgdew 78h7bggmymal 0bpagaal 3gmomemgmds
o7 o6 0gbs 30dmyqbgdnma bogobe bmgnsgmméa 303d0bgd0.
3096 mb 3mbs(39d7000 dsdnsbnn gobgomeégdal nbpgdbom,
bogoboggme 189 dg990bol Jerérals, 61-9 sgamdgs (2019 §.)
(http://hdr.undp.org/sites/default/files/hdr2020.pdf).

3938(MLA3W0L 6IdHMId0

0adnobybo Ggbndboo gobabedmghgds 89dmbogmgdo.
bobgmdfogm Fgdmbagmgdmeb ©s d0729h00b gbhme gggme
mgobbo o 30bmgbgdol goshbos bogmmoba  8gdmbagagma.
030 0bos Mobmm msbbs s dbgnggmmdammbatbnsbmdals
bodmdo, dobBge odmz0@gdmm0 306 mgbgdal 3bmgéhgdal Hqbo
oo bodabo bedmzgsmgdeda.

©abogmgmdo  dgdmbogmgdal  dobgogoo  dbzgmmdgb
dmgdomadol  dmmogoznéd dgbgommgdedy, 39dmgbgdebs o
30bommg3edg. dab obogbe s bogmEbmoal babgébdmagmdsdgs
30- 99dmbagmgdal bodatob bl amebgds dabmgbgdal,
bmgmbg dopghnomabo by biymogho bmghgds. odo@md,
1390900 3bmgbgdalbzgh, dgdmbogmgdal  godébegmgdabzgh
bféogg3s 8mbgotng0 3bm39b0 8 308bgb mmgagam bszakbabggn
badmmmm dodabos.

393mbagmgdnl ghmmdmoamdsl gébmgbamoa d9dmbagsemo
ghogds. bobgmdhogm obpgbl dob gowsbohomgdel doéo-
MO bogogobobogpm—boboggg@m bob(gganb 83'333(*)6000.
30babbg039896 gdmbogmgdnl bed dabomaw hgobdmb:

. bgamggabo. 3bmgbrgbmmo  J39¢bgoal  dmbobengmdals
833(0[)03@350[) b@&}]d@“{]&ogn bgqpqgobob 60@0 bodaom@
dopoagmos o 60-70%-b s0hqsb. 396dme: nsdmbasda 69%,
0bgmobdn 65%, ggbdoboodo 64% (Global, 2018). bybdo
™ggomhn 93mbmdazal ddmbg 939969830 73b0dgbgmms o
3g0damgde 20-30%-0(3 396 dg000g06mb.

bgmagebol boopg gobabedmgégos:

5. dmgdnem bededbm bgadgbhdg 3mbzbghmm 3bmag-
b0odg dombmgbe-dofmmgdal bodedébm dogmgdam. sblgdmal
30blbbgoggos 33omagopané (bagobmgdl bdggoommé goboor-
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mqdol dogomoma gdadn, dgbgzgn o 0.9.) o dbwozge-
0030760 (o620, ©3Mdgg39m0 ) Jébmdal Jeréals;

3. 39960l g3mbmdazgbo 30bgamatgdal mboo. dsgomo-
0@, bgmmbobds ob bbgs 3bmagbanl s@ednsbds, gbmn o
03039 bogdal dgbérrmgdaborgal, g9édabosdn s boggnadn
350dmgos doommb bozdeme 3ebbbgaggdnma sbsdrongds;

3- bgmaebol bopopgdg dmddgogol ogbgmgg abgomn
Bodh™d 330, Gmgmbagss badndomb 3bgbdhagnmmds. dogamo-
oo@, dmy 308bgbob gobb3gmog93L o 360Bamé bdmbhb-
dgb90b goohbosm domagma sbadpengde. gedboamo bgmagsbo
©> oegbobhoymgddy
dmd1doggdl. ogbhgomgg bbgowabbgs bogbabggdmseb (30bze-

'Bgodqubo éd(’f)BQaO‘) Qba()b 63@080

©0m&30b) o 3600dabmm bohmegngdde gobzggnm Gabzmob
0030380693710 badndomgddg sbogdgommadl.

bogdomo gobbbgoggdmos sbadmanérgds bbgamabbgs g3m-
bmdoznén gobgnmodgonl mbal d399bgol Bmbal gbmn o
03039 36mggboal dmbobmgmdsdn. dogamams, o7 bogatm
bzmmab 3gegmgal badgamm sbedmanégds, bagobmggmmBa,
800-1000 mobns. 339 0gngg 330mognzaganb dabhagmgdemals
0bodmoghgde 2-3 ol Emmobl dgogqbl. goblbgsggdel
20800 3936 060 dobryem bbgewabbgs 399690l Jméal séedge
J399b0b Bob3wyodog.

©0E0 dg7b030dmdss bgmaebls o (omobhl dméab. o
0300900 3hmggbonm bdmbhb - ggbdrbmb, 3omendgbab,
Prgombol ©s 8.9, g00b3gmogg0al obsdmoghgde 893600
00935300 G0g0m0 gqbdnhmgmoal 8b hmgdgbmgmab bodgsmm
0b0Bma7bgdob. dogomomop, Gmbagmomb ob dqbab obsdme-
16980 893600 Jomemns 03039 ©mbal g1bgddn dmalbdobgdy
Gogomn ggbonbmgmgdal bgmagabdy.

dbogmomdo gggmedg dgobspmadgdnmo bedndem dogms
™7db933736gd0s o badgamme besmda 20 ggbml 3gopg9bb
(booblbgdm dabodndo 8 ggbm bosmda). 0d3-30 yggmedy
domomo  0bodronhgds odgm 94adgol, Ledmemme 140-150
000l Emmobo Pgmofopda. spgmzophgel 120-130 smsbo.
dmmm Ehmb domdgo dmdgzgdnsbo gobos 3mbhdadhalb bo-
3793983, 3g003b9000, Gdgbadg sEgmdg I7dsmds. sbgmn
3boggbagds: mgdhmbgda, 3bmgbedabhgda, sbsmoahozm-
bgdn, 9db3gbhgde o 8.8., GmIgmms bedgemm Hmonho
o0baBma7bgds 180-200 smol pmmahl smhggh.

II. badghoérdgem dgdmbogoma bozmmégonpsb. g3mbmdo-
37600 gobg0m0bgdym 939969030 dobo Hogma dmbabmgmdals
boghom dgdmbagmgdnl bhédadhadeda 30-40%-b Bgowggbb.
qbos 39dmbagmgdo bbgopbbge 608bgbopsb, mdéoga Jmbgdo-
©ob 07 gobosbo Joomegdopsb. dogemoms, 5d3-3n dmbe-
bemgmdal 39dmbogmgdal bhédadhadede 40% 730500 bbgoe-
bbgo 3mb3mbaEngdal odi3ngdneb dgdmbogmgdl. dnbmgbgde
dg0dmgos 33omdEgb mgagesné bobgmdfogm b she-
bobgmdfogm  bybndhnéedn 0gdgmmdpgl bgmaabl. doghsd
©adadgdom obggg goohbogl 3gdmbagamn ogi3ngdasb ob bbgs
Jmbgdoob;
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lll. beogoogmmbn Bbrobbaggirgda. dmbebemgmdals 3gdmbag-
mgoab  bogbhowm  bhendhndsda 10% 30300, Hosbbggbo
(qg6oobg. Transfert, momabjybop Transferre — gopodobo,
3000330360) bobgmdhogem domzghoeb dmbobmgmdsdy gogg-
3o grmopn ebdabgdes, Gmdgmag obss Es303d0bgd7mo
6o0dg bodbabybals Igbérmmgdoboeb. dogamoma, 3gbbos,
bbgoobbgs ebdatrgdgdn o dgdfhgmdgda. 30gomadabrgdmem
939969880 dgdggolb dembobemgmdal begnsmmén 5démbggm-
gogob  9dgoomn bobhgds. sbgo  Jgggbgdda  babgmdfogm
babr2gd0 beognsmybo 3bmgésdgedy gowggbl 10-30%-b. d
37mboo spbobadbagns hbommgm g36m3ab, gsbbsznmdgdem
b3obonbaganlb 399bg00.

939(MLO3WIBNL IM636HMINL 3NBIBILO

1. 360d3bgmmgobas, ©md dgdmbagmgdal mmsbsdbmdals
3obggmo dadgdo opsdsbabggmo  3ed0dmos.  dbmagmoml
1d0Edgbo vEsd0sbgdal dngér 3obgmomon bmghgdal 3Bs
330P39b90b, Gmd oo bozmmedn Jmbgds doamgl o6 doodm-
dogmmdnm, sbodg ©esghmggl gedmbdbgnmo dmbsizgdgdab
bogzgdagedy.

Gooma 3obbbgogogds dpoobo sEsdnsba obndabgeb?
doogobo o o6l ab o bogmb 53éhmgbgdl ©s dmddgoqdb
306m3bgd0. 936m339b, makndl 3gndmgde dabzg 39360 gmmo
dogéod domg shogghn sbhgds, sb dobogdoo - hadmabmgs
dpoEatb, mmdEe odwgbnds bbab 393wgg dob 33mag gonhbogde
bodobyg.

dbogmom  dobsbemgmonl 10% gmmdl bogbom bod-
©0h0b 90%-b. Gmd Esgndzem o msbsdbew gombshommon
00b0dbrmo mobbs domasb dmbabmmgmdsl. 5 femal d9dwagg
gm0l oo bahoma 33mog dmbobmgmdal dzatrg bafamols
bgmdo op3dmbbgds, sbgmas bodhabobrem o bedgoboghm
9o,

hotBapgogmb gmagwmgel odgh 83@0me ©aggbgdyme
d0Bobn. Hotrmdo()gdgmlb - d0BgBg30. dmogatns Jggyeboda
0hbgdmdpgl  20bboma  308bgl 3ohgdm s Ledmgomgdal
g3gma Hg36b dngzgh mobodado dgbodmgdmmods dmbohomgmds
d000mb bedobrormash bmgosmnd 30mb31é9630sdo.

2. mgobyho gmbo. 3gmegmgnznl dobgpgom dobmgbg-
00l Bodemyomadgdadn bodo abbhndmho 00dodmob gomsdhysgd
bomb - mgabo, babfogmgdgmo (doma, bzmme, 1b0ggbbhe-
$H900) o gnho (badggmddm hérg). s0badbhma abbndmhgdewsb
mgobo 0mgmgds sEsdasbobgnmo 3edademal dmogads dhot-
dmgdmop, bhmbgo 0go gosbgdh memdnmsb msmdsl doéo-
000 33mATOTm 30Egdb. gbmo o 0gngg m2obapeb godm-
©00b dbgagbo gobgmymmdgdal 3dmbyg d0bmgbgdgen. ool
30bbbgaggogdni 303603 gb mg3éom gadmbszmabn dgdmbggggdos
©o 060 Pgbo (Bedianashvili, 2018).

3. d3ggsbada 0bbgdmmo begosmnb-g3mbmdagnho dm-
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modnge o 3gbododabn godgdm. 30ébmgbgdal dmbaigdgdals
Ggomodagoabomgal bobgmdhogmdo 3bs sbbgomdpgl gob-
bowo goégdm. o3 dbbog gggmedg bamzgmgbm dobmdgdas 5d3-
d0. bmgmbo Esdoma bmgnsmmho ggbapebsg o6 mbos agml
3030 30hmgbgds, 097 dob 30sBbas 30bmgbma 3oda¢ewmals
domao doh39b939mo s dnmdngam 31domdl baznmat megdy,
9390839 3gho gbodmgdmmdgdo odgb gadabml bazmmsbo
393mbogmgdn s ogmb Hobddopgdgmo 3bemghgosdn. odab
bom3gmgbm dsgomomas 083-b gmaomo 36 gdopgbho dobos
®30ds, Gmdgmog ondaps 3gbogma 9dnéebiab mzobdn. dabo
bgmaebo Emgb, Gmgmbyg dbomm gmogama 36bgdaogbdab
400 s070b emmahl go09bb;

4. gobbbgoggos 39333000 gmd0mn boznmégoal mahgdy-
mg0odn. 07 30bmgbgdal Hobadakds @emphmgs bowmownho
Jmbgdo s gmbaghmnmop nggbgol dob, 3169360300 swbodbrmo
Poérdmdmols gobbbgoggdsl dgdmbogmgddo;

5. 9.5- 000050 - 503mhbog bagnrm Ehmb bagodm spgagmab.

3bmdagmo  dogmoabpgmo  dagm  ggopbo  Esndops @
30085k s badnamm dgdmbagmgdal 3mbg 0dgénzmm m2obdo.
dob 1baggebodgho by doshmgs, Goms dmgmo b sgmdm
IT $9gbemmgngdoboomgals.

1975 Db ggombds Hadmoafhym bozmmeda bogdg dogdgm-
00l d9gmdo6b 3o smqbmsb ghmop, 0d $3k0m Gmd 303d30-
1960 dmdogomBo 7bs gmaamoagm yggmedg bagobm bogmoa
9390 mqgabbs @s bobmBn. 356 @onfym 3ndomds 3gbbmbe-
b0 303307hgbnmoe  3bmghodal 8qq4dbedg. gebbozme-
6 98mm3s dmbpmdgded gobadatimds MICROSOFT- ol fobrde-
hodo,
Gmdgmbo sgama gedmaygbgoms yggme s@adnsba.

boobgm®dsgom  bggmmmool  gobogbozdg dob doho-
fobo  3m33sb0s ,ds030mboghb’ gomdeboms 0dsdn, Gmd
396bmbaggba 30330mhghgdabomgal m3ghsiomma babhgds,

80%060 094 Ol)gO)O (033(4)060'3@0 bob@gaob 'Bgd860,

ol)gormgg 30@0(4)0 30307@(4)363@0 300330600@05 dodab r3{]0(3060,
Gos Abmgmom 30d307(hgbnm 80dbgldn JaEgbo 3mb3mbe-
(300 00-00-930 (IBM) 833306 babhgdol baogadrmgds. bmgmb
dmgg00bg00m dabo 36 g30wgbn 50bn8bagh: 3gndmgds nodgeb,
0d bmb BM-3s 26bgdmdal abhmbaal dsbdombg omdge
43gmadg oo bhsthggommo dgzomds. boznmeba dogmgdom
30 06 osdBops dobo 30d30mhghgdabomgal bagatm bomdgée-
30m  3bmghods. o3 mogabygmep dggdmem od bagghml
330mogoondo  bdgzosmoabhgoal sdoboggonm ©s beomo-
©760 06080010430 3osbm, 56390 ,d0030mbmaghabgeb®
390d0bo 1339 a3ahgbhgomma, sbme bagmggmmome 3bmdama
bom3gbogam bobhgds MS-DOS.

30bhdodpholb 306mdgdds opn ©ababataggdal gobgdg
7867639ty ,ds030mboghab” domemoa 89dmbagmgda. IBM-
do 30 ondge bhdohggngmo dgapmds. 3géh 3oszgme bhmba
3bmgbmBn. 396 gobdstods banbgmddsgom 308bgbalb 3géb-
S{de)ngo. ,,80036’)(0[)0)(3@0[)“ ©o Boqp 830(5[}0[) '338(0[)03@350 30
03 @Om0Eb gabhsbhnznhoo gondobo.
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doagotns 30é3gmo dogmombaly dmgbs. 3bndgbgmmgeba
0gm 83 Ebmb dagm ggodbobscmgal dgal abmbosy. mmdge dob
bomzgmgbme  3edmaggbs smbadbyma dgdmbgggs. bmgméys
0380336 ,, 0850 390m0mgobhymBamas dmdBogdmmo gmbg-
00l s@adnabgdabomgal®.

330MLO3WIABOL 30PIGOE0WIB0L
3M66IBVBNIBO

3930000mdsl  mEomgeb shbgdos omgds, “mgmb
1bos brgdmpgl bedmgspmgdedn ghmgbama dgdmbagowmals
3000bohomgde? spbndbmm bozombmob @sze3datgdam vblg-
0mdl méo gbhodabgmal bsfobssmdogam dmbsdégds. datggmal
00babda, bodmgsmgdal dogmasbn gdmbogamal gebofagmgde
1b@s bpgdmEgl mobsdée. 83 n@gol Jooggdgh dbegama
bgmogagbo, g003360, 3037babhmbo s bbgs 3mbzgaizegde.
308603 3030000m30b gobgmoamo 3bemghgds ggahgqgbgdl, ém3d
00b0dbrma, 9émn 3gbgogom, dnddawggmoe aEge IHhm3aghas
©d 3boghogamop gobmbmbingmgdgmo. dabo dosbemmgdamoa
3obbmdzgmgds  3gbadmgdgmos  adhedmbdmmo  Ggg0dam,
dbomme 30633970 O™ 30bdsgmmysdn.

30000003600b396  bhdoggel dmbogah  gg9dhoobmdals
@odggnmgbo. 8[)&)3[)0 35(05(*)3053(’00 bnb@gao ob@oag@o(ngbb
hbpommgebn  1hmaghomogd o Hobdmdmol  dbogow
1d6060b, bmdmgdbag bbgab babrgdg bgbo boghgos.

dgmérg dmbsdbgdal dobgogm, Gmdmob gmdgdogogmos
0bgmabgmo bmgommmgo g. bdgbbgén doébngom, Joebadbhmds
oo dbmmme bm®dommho, 0bedgo badmgspmgdabamgal
bobabggdmm  dmgmgbss. Tmsbsdbmds  bpdnml odmggh
30063769b30sb o gobgomatagdaly dedmdhsggdgma  dogmos,
bmgmbz d0bmgbgdabomgal by domasbo bedmgopmgdo-
borgob. o3 3oddhngs ggahggbgdl, émd 3339m60 maebad-
Godab d9dmbgggadn dophmmdl bedmgepmgdal bemgesmybo
©936000300b  bogbmby ©s ggbbogds Jgggbal  3ogomo-
Babrgommo  gobgomatgds. sdahmd, 3badgbgmmgebas abgma
0dbmb Fmomgoab dmgbs, Gmdgmag dgddbal m3hndocmyb
30603393l badmgopmgdhngn 3bmghgbabomgals.

3096mb dngb Bgd1dog93mmn dpgbhen gsbgnmabrgdal
3063993006 dobgozno g3mbmdngmba dbws dodbadammmbem
16o dg9bed0dg0mEab 30bmgbgdal (bodmgawmgdal) gatom
dobgdab 3900mEgMIsl, domn Hgmgdgdabs s msegabngmg-
0980l o3g0b. dgdmbogmgdal 3339060 mamsbsdbmdal dgd-
0bgg3080, bmEgbog 308bgbgon dmbm3mmoBabgdrmoas bg-
mmgbnho, 93mbmdnznéo 3ol Bgpgagel dobomopop
dmbobgmgmdal dgdmgdmmo ggbs gérdbmdl, Gmdmol bgem-
dogos domao dgdmbagmgdal dopgdal 3bodhogmmo 9639~
$h9d0 - 396dm bognombgos, bbgopsbbgs 808bgbgdn, dsmamo
00b0dg0mg0n ©s 8.9.

qhobgo dgbogbals b. bmmghal dobgogom: ,93990bs,
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bopag mommggmo dmgdomodal dgdmbogoma bgmes 0dbpgds
- 0g90b0gb0s, bomm o7 dgdmbogemon bhbege 0dhogos,
d0gb0d  ghopbogmop dodnmmol domo  Joobobhmbmds
30bhobr7m0s Eowmdabomgab® (Stoller, 1972).

06bgdmBl mba 30bgazns dgdmbagmadal gobshomgosdy.
30hggmob 00bobdo, Gmdgmbsg dobmdams bmgosmnhl
2hogogh - bobgerdfogmd gbro gBGbggragmb dmgomady
393mbogmom, Gmdgmog b 0gbgds Jggyebedn mgagasw-
GoE dggbom ,bomatndalb dmgadg® bozmgdn. swbodbymo
dogmds adababnomgdgmoas abagmgm g3ém3dal, gobbszmo-
69300 b3obabagaal 4399b93abomgals.

dgmérg dopamdom, Gmdgmbsg dobmdomsp bodedbm
9hoogds - bobgmdhagml sdmabss dmdomadal obe gobrzgg-
1m0 gobobhodgdmo 393mbogmon 7861bggmymas vbhoedgw
306mdgdab  89qdbs  (bemgooenh-g3mbmdaggbo  gobrgdmb),
600 moomgymds bognmeba g3mbmdnznhn sdhogbmonn
35dmmb dgdmbagmgonb Bbo. spbadbyma dopgmds sdabe-
Boomgdgmos 838-0b g3mbmdazéo dmogmabamgab.

b039 30b3gnE0s 3Eommdb gobshamgdal bedsdmmoas-
bmdal 360bndal ©ag0l, m7d3s gobbbgeggdnma goggdoo.
badabrarmasbmdal ozl badmomgdal admggs dgdmbagmgdals
8093300l 3bmghgbrmo 3zome. (30g30mmndabrgdnm J399bgoda
beagnagmbo domoa(yngs dndobrarmamns dmbobegmdal 3gdmbag-
™00l Eoggghgbinsgeal 3géHdacmgdalzgb.

393mbogmgdnl gobafomgdal mgembadbaboom dbmamam
dghoe 70bodbmess (3gndmgds bedsbmmmpag) dmfyem-
d0gmo. ,dbemagmom gebgnmshgdal Bgbabgd® gogbml dmblgbg-
00l 00bobdow. gadahob bedn gggmedg dpapsda spsdasba
gemdb bodpopbgb, Gmdgmog dbmgmoml 48 gmatndgbo
gobgamatgdomn  439¢bal  gbhomdmag  dormash  badadmmm
3boE7dnb ododgdl. dmobghab 15 mdwopbgbo spsdasbe
geemdb 03sdg dgd Jmbgdol g0bg dmgma sggbozal 30mbcho-
53600[) bobg@aﬁoqgmgbnb 807@005 boaoagqym 3(4)0)@3;1@[)
3900g796b. 8339 @O, Jbmgmoml gobgomsebgdemn J399b9-
0ob 6 dogmosbopn  dmbobmgmdasb 60%  dmzmgdmmoas
9m939b¢éam bobodebnm-30gngbné ©s bagmasbmghgom
306m0gob. 20% 30 bobggéem doddacmmdl (https://www.
businessinsider.com/the-15-richest-people-in-africa-
ranked-2020-9).

©db3360

0003006380 30bbbgagogdnsb gbmdsbgmabogeb, Gmgmés
308037600 abg 3gbodmgdmmdgdnm. ghmba 0dsgdnsb 47698~
Gog0  bogom  @ogomEmgdnmba, dmdopmgdymo  9bghgzg-
Bognmo odhonbmdom, 300z0 gbodoznho s godognho gob-
aé)mgqym(\bnm (N 05@3@3:1(530@3(4)0 'Hgbodqub@mégbnm.
dgmbgbo 3g90)-bozmgdem 060sb EsgamEmIdTmo o3 dmboigg-
d9000. dqbodadabo@ gebbbgoggds dgdmbogmgdda dmbgdtngn
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3bogbos. domegetns, bobgmdhogmdn s6bgdmdogl badsbo-  30ébmdgdl 3gm9dbals yggme demdomadgl boggmaeén dgbademgs-
m0obo beogosnh-93mbmdogha gobgdm, Gmdgmai mobsds®  mmdgoalb GgomaBognabamgab.
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Abstract. Modern education is a very complex system that exists in an unstable society. Therefore, it would be useful to

consider the problem of human education from the standpoint of a synergistic approach. Self-study and mutual learning of
students take place as a part of small permanent student groups. The project is considered completed if each student is a
member of the team in equal degree explains the solution to the problem and answers all questions of the teacher. Synergistic
effect is expressed in a change in the attitude of students to study, an increase in motivation to acquire knowledge, the forma-

tion of abilities for self-learning and mutual learning, the ability to find effective ways of solving problems.
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INTRODUCTION

The developed world has gone through both agricultur-
al and industrial and post-industrial stages of the economy.
The knowledge economy is considered to be the last stage
in the development of the global economy. Today knowledge
accompanies any activity. Innovations are becoming a key re-
source for job creation and employment growth. Today the
world invests more in the field of knowledge than in major
funds.

States’ spending on human capital formation is increas-
ing. Expenditure on education in European countries is more
than 5% of GDP. State budget expenditures on education are
increasing in Georgia. The index increased from 2.8% to 3.6%
in 2010-2019. By 2022, according to the state budget, these
expenditures will be equal to 22% of GDP.

Today, both labor supply and demand in the labor mar-
ket are characterized by problems. International studies con-
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firm the problems of the quality of the education system in
Georgia and the low skills of the workforce. With this indica-
tor, Georgia lags behind the post-Soviet countries - in terms
of workforce skills, it takes the 125" place among 141 coun-
tries by 2019..

The problems of the education system have been exac-
erbated by the pandemic and the associated special coercive
measures.

The COVID-19 pandemic has affected all areas of pub-
lic life, including the education system. One of the ways to
contain coronavirus infection is social isolation, its measures
required the closure of educational institutions.

The pandemic has become a catalyst for change in this
area. Educational leaders almost immediately faced a difficult
choice: to try to translate educational processes into an on-
line environment.

Despite a fairly wide range of available technologies,
even the leading countries in the field of digitalization of the
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economy (USA, China, Japan) experience significant difficul-
ties in organizing online education.

Itis not the lack of infrastructure or the lack of readiness
of teachers to master digital learning technologies that is dif-
ficult; the current situation is radically changing the existing
model of social interaction communication between students
and teachers is moving to a new format.

Accelerated digitalization is becoming a test of the
strength of teachers, educational institutions, and national
educational systems.

This situation in the labor market is caused by many fac-
tors, but in this article, we will focus only on teaching-learning
methods, through which we consider it is possible to increase
the motivation of students to study. We discuss the prob-
lem of increasing motivation from the position of synergistic
theory.

THE MAIN PART

In the middle of the XX century a new direction of sci-
ence emerged - synergy, which attracted the attention of a
wide circle of scientists, because it was about a range of prob-
lems that were relevant to both the natural sciences and the
humanities. Synergistic studies general patterns in the self-or-
ganization of complex systems.

In the frame of Synergetics the fundamental discover
has been implemented. The universe, as a whole matter, from
physical level —to biological and social level, has the property
of self-organization, self-development. Also, it has been dis-
covered, that self-organization algorithms have much com-
mon among each other in various systems of nature. Despite
the external likeness of processes, equations during their
mathematical description have practically coincided with
each other. In these equations only physical content of sizes
was different.

The term “Synergetics” (joint or cooperative ac-
tion-translation from Greek) was first used by the English
physiologist Sherrington in the study of the control of muscu-
lar systems from the side of the spinal cord. According to the
theory of synergistic - any nonlinear system has the property
of self-development. At a conference on synergistic issues in
1973, a German scientist H. Haken noted that self-organizing
processes are observed in different systems of nature - in la-
sers, in the atmospheric vortex, in groups of wild animals, in
the formation of complex molecules in chemical reactions, in
the galaxy and in some social events - in the process of tran-
sition from less orderly to more organized. Collective, agreed
processes take place in these systems. They behave like each
other and subject to common mathematical regularities. H.
Haken also found the mathematical apparatus by which he
was able to describe the process of self-organization of sys-
tems (Haken, 1983).

1. Stochastic theory — for description of misbalanced
processes.

2. Bifurcation theory —for description of phase crossings.

Haken in self-organization systems has divided their
common characteristic— mutual co-ordination of its elements
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(cooperativeness) and has made common mathematical
model of this event.

Two stages of developing of Synergetics are divided.

The age of dissipative structures. Mathematical appara-
tus of Synergetics was the theory of bifurcation and the theo-
ry of ordinary differential equations on this stage.

Some tasks were not solved on the first stage of Syner-
getics, such as general conditions of self-organization, which
is changeable in concrete case.

He singled out three common features of systems
self-organization:

1. Agreement, collectivity, and cooperation. Any collec-
tive process cannot come to self-organization independently,
but only - by mutual agreement;

2. Systems can only be open that exchange energy or
matter with the environment. For example, Benar’s cells and
laser radiation can only exist if they receive energy from the
outside;

3. The systems are unbalanced. Unbalanced phase
transitions can be attributed to phase transitions in lasers,
the emergence of Benar cells; (Haken, 1983).

This theory was developed by (G.Nicolis, l.Antonio,
A.Babloyants,V. Basios,|.Stengers and other scientists) repre-
sentatives of the I. Prigogine School in Brussel, who tried to
explore the systems of different natures (Physical, chemical,
biological, social, etc.). The research determined the neces-
sary conditions for the start of self-organization of systems:

1. The system must be open;

2. Processes must be in a state away from thermody-
namic equilibrium;

3. It is necessary to detect and amplify fluctuations in
the system that shake the old order and lead the system to a
new order;

4. Self-organization relies on positive feedback (chang-
es in the system are accumulated and strengthened by the
system itself);

5. Self-organization can only begin in systems that
have a sufficient (critical) number of interacting elements;
(Prigogine, Stengers, 1984)

At the end of the twentieth century. Synergetic theory in
education was developed by S.P. Kurdyumov, E.N. Knyazeva,
N.V. Gaskova, L. Y. Zorin (considered the synergetic principles
of integrating natural science and humanitarian education),
K.Kh. Delokarov, F.D. Demidov, V.G. Budanov, A.D. Ursul (phil-
osophical and methodological problems of education in a
synergistic aspect), G.G. Malinetskiy (principles of self-organi-
zation of educational and training activities within the educa-
tional process), L.I. Novikova, V.P. Veryaskina, O. P. Melekhova,
V.I. Arshinov (organization of reflection and communication
in open educational systems), M.T. Gromkova, K.K. Kolin, I.A.
Surin (the formation of a synergistic worldview and activity).

In the aspect of the theory of synergistic, in accordance
with the sustainable, dynamic and effective development of
the education system, in general, the basis of optimal human
manufacture is the principles of fluctuation, coevolution, or-
der parameters, and cooperation.

Let us discuss each of them in terms of raising students’
learning motivation.
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The principle of fluctuations. The change caused by the
current processes in the system is called fluctuation. In rela-
tion to the teaching process, this principle can be presented
as follows: The subjects and the teachers’ activity should be
directed in the direction where the teaching process take a
creative character. It becomes important for teachers to mas-
ter the methods of self-education. Conditions must be cre-
ated to enable the emergence of knowledge based on the
creative process. Scientific discovery, high-level report, inter-
esting lecture topic, teacher’s attitude and so on - are fluctua-
tions that can have a positive impact on the processes of the
education system.

According to Prigogine, a human society has a high sen-
sitivity to fluctuations - there is a non-linear relationship be-
tween the power of fluctuation and changes in the system.
Fluctuations can be amplified by feedback, thereby causing
system changes.

Order settings. To study the current processes in the
system, from the set of its characteristic parameters, the so-
called Managing settings, the nature of the change of which
determines the nature of the system operation. H. Haken
characterizes it with the following example: if the density of
people at the subway crossing is insignificant, then people
move smoothly, chaotically, as if they do not notice each oth-
er. As the density increases, they have regard for each other
and take care of the new arrangement of movement — either
left or right. Here the density is the ruling parameter.

The synergetic model introduces the principle of “invari-
ance” in education technology. It offers a choice of multiple
options. In these conditions, decision-making creates order
parameters (fashion), which lead to the formation of a new
orderly structure. In the case of education the parameter of
order is the conception. The behavior of the system elements
are subdued to the conception, and as a result, the positive
feedback is obtained.

Information is provided to the system. This information
is perceived differently by the elements of the system. The
Part of the elements of the system uses it and evolves ac-
cordingly, while the other part remains behind these process-
es. Active elements are a kind of fashion of the system. They
subject the rest of the elements of the system. Through these
processes the system acquires its structure.

The principle of cooperation. The principle of cooper-
ativeness mainly implies the agreed interaction of the sub-
jects of the system. The focus is on the system as a whole
and on its optimal development. With regard to education,
this means obtaining synergy as a result of the agreed inter-
action of the subjects of education, operating in a single tem-
po mode. Self-organization is understood as the process of
changing the interrelationship of elements, which is aimed
at maintaining and developing the whole system and not its
parts. The main characteristic of the emergence of the pro-
cess of self-organization is cooperativeness. The system prop-
erty no longer goes down to the arithmetic sum of the prop-
erties of the system elements; this is already a new feature
that its elements do not have. This situation leads to further
development of the system.

The principle of synchronous development. Subjecting
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students to a common goal (engaging in synchronicity) cre-
ates a dynamically stable, sustainable development system.
The new topological correct combination of elements accel-
erates the development of both the unified system and its
individual elements. The elements of the system begin to
function at the same pace to the point where they have the
ability to integrate another immediate environment into a
given order.

We believe that the method of project development is
of great importance for practical and laboratory training, it
significantly raises the level of student self-organization in
the teaching process. In the traditional approach, when a
student solves tasks individually, the problem-solving time is
extended accordingly, due to their different levels of prepara-
tion. Under the conditions of the design method, the process
becomes more dynamic when jointly solving the task, at the
same time, new hypotheses and different ways of solving the
problem are born in the group, - that is students’ self-learn-
ing, development and mutual learning. (Yakusheva, 2014).

Students’ motivation for creative activities increases,
which is of great importance for the teaching process. The
result of the students’ joint efforts outweighs the efforts of
each of them individually. This is the main synergistic effect
of collective creativity. This method is widely used in our
teaching process. Small student groups are formed with 2-3
students.

The relationships that are formed between students
during problem solving are an important stage in group
self-organization.

Students’ independent working and collaborative learn-
ing take place in small groups of students. The project is con-
sidered completed if each student-group member solves the
task with equal quality and answers all the questions.

The synergistic effect of this method is expressed in the
change of students’ attitudes towards teaching, increases the
motivation to acquire knowledge, the student develops skills
to work independently and learn from each other, there is
an opportunity to find more effective means of solving the
task. At the same time, the basis for self-organization of the
learning process is laid and learning becomes a requirement
of students.

Mutual learning develops students’ skills in expressing
their opinion, asserting their own way of solving a task, draw-
ing conclusions, and proposing future research.

The teacher is in the role of project organizer, consultant.
Participates in the discussion of results, more effective student
groups can be involved by the teacher in more serious scien-
tific work and scientific conferences. Thus it can be said that
the method of the project enhances the quality of teaching,
forms the principles of relationship in the study group based
on self-organization, introduces the principle of creativity and
motivation in the teaching process, and the effect of student
self-learning and mutual learning is enhanced. Courage of sci-
entific activity and partnerships are formed with the teacher.
With this approach, students acquire the knowledge and skills,
which are necessary for professional activities.

They develop competencies such as problem solving,
self-education, and social interaction opportunities.
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CONCLUSION

The conclusion can be ascertained about the direct
dependence of civilization, sustainable development of the
state, spiritual evolution of humanity from personality traits
and the way a person achieves a high level of education. The
formation of students’ readiness for self-organization in the
process of independent work at the university is possible only
when you turn on student in this type of educational activity,
which would simulate the conditions of highly efficient pro-
fessional activity, corresponding to the level of the European
standard.

At the turn of the XX- XXI centuries, the Georgian sys-
tems education were involved in complex economic process-
es, social, political and cultural transformations associated
with both the transition to democratic forms of life and gov-
ernance, and with inclusion in global structures: financial,
economic, political technical, informational. This gives us an
understanding that the strategic goal of domestic educational
activity at this transitional stage is a change in the educational
paradigm, which cannot be done without attracting the enor-
mous methodological potential of post-non-classes scientific

science, which is becoming a new picture of the world, the
core of which is Synergetics.

Nonlinear science is being developed even today. In-
ternational scientist conferences are regularly held on this
theme. Books with series of Synergetics are established in
publishing house “Shpringer”, which has exceeded 100 vol-
umes. Today, a number of scientific journals are devoted to
nonlinear science: “Chaos”, “Nonlinearity”, “Physical Revies
E”. Scientific magazines establish articles on themes of Syn-
ergetics.

In the works of Academician I. Prangishvili, the principles
and methods of the systems approach and the universal sys-
temic laws that govern a significant part of natural and social
systems are discussed (Gugushvili, 2003).

The main feature of synergy is its interdisciplinary na-
ture. The latter means cooperation between different scien-
tific directions.

We would like to hope that the views of synergistic and
the new methods of approach in the field of education will
help us to find the effective techniques of self-organization
for such a long period of transition in Georgia.
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Abstract. In order to ensure that the higher education institutions attain the desired objectives, it is very important to
motivate employees to work effectively, which directly depends on their work motivation.

When managing motivation, the manager’s job is to activate the motivations that already lie in the employees.

Specific activities of the teaching staff in the higher education system are conditioned by motivations of work activities,
as well as by the joint action of motivations for choosing profession and motivations for choosing workplace, the ratio of
which guides the conduct of employees and creates its motivational structure.

Virtually every worker has his/her own motivational structure, in which the leading place is occupied by the motivating
core, which is the set of leading motives and stimuli that guide workers at a given point in time.

In order to reveal the motivating core in the structure of the teaching staff, we conducted a survey at Akaki Tsereteli
State University. A total of 252 respondents took part in the survey of the teaching dtaff. As a result of the survey, motivations
that are mostly related to the content of labor and the specific labor conditions typical for the higher education institutions.

In order to succeed in organizations and their structure, it is not only desirable, but essential to create, maintain and
operate a staff motivation system in continuous development mode.

Based on our research, we have identified the areas of motivation and stimulation that are most relevant for Akaki
Tsereteli State University today, and based on them, we have developed the motivational program that, in our opinion, will
help the university to achieve its strategic goals and successfully meet the challenge.

KEYWORDS: MOTIVATION, LEADING MOTIVES, MOTIVATIONAL STRUCTURE, MOTIVATIONAL
CORE, MOTIVATIONAL PROGRAM.
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3mBoogdo  (Immbmgbomgdgdal ©szdagmanmgdal ©mbal
230093089 dmqdgn dbm3nmo Ji3q30) o bgzetorba (ozeg-
0bhgdgmo  sbsbfmbn Bbmdoma Ji3ga0b dmmznbrgdebmob,
dmombmgbomgdgdol  ©szdogmaamgdal  mbal  dgdznérg-
t\)obmoB) b0033@0(4)360b 3@3835@360 (gqj)‘ é)gl)gé)bn: http://
motivtruda.ru/ pozitivnoe-i-negativnoe.htm).

do()gopnol  dabmgabol  bgmddwmgebgmols  8dmzebos,
2dh0g0806rgds dmobpabmb 03 dmdnggdal, Gmdmgday mobe-
ddémdmgodo 7339 ©g3b. 03 d0dbom, dbmagbmb-dabhogmg-
0gmmo bogdasbmonl gag9dhoobmdal sdsmemgdabs @s 3bm-
ggbomo  bogdasbmdal  dmdngabrgdal  38éH7bggmbogmae
0730e98gm0s 3dg0m30mabhobmm 03 3bmagbaal, Gmgmé
®d0g9dtado  b3gz0gezgbo  dobobosmgdmgde - 3bmaggbe-
Gob 36mdol obostolbo @s dobo Bbmdal dobmdgda, sbggg
dmd7da3900 d0bhmgbnmo gobbeznmbgdymo msgabgdndgdgde
- obgmmdgdn, dadebblésggs, abhgbgbgde, dmmbmgbomg-
0900, dmnggdo.

bogmb 3bmdamos, 7dsomgbo babfogmgdmgdal dérem-
39bmé-3sbfogmgdgmms dbmagqbonm bogdnsbmdsl bogmds-
™o 7093L baghom dbmdomn, 3goegmgngéa ©s 7dommagbo
bgmmabamgal @adababoomgdgmo bdgzagaznén dmpnggdab
3gmobofgmds. dgbededabe, 3gmogmgamnédn Bbmdal dmdo-
30(300[)0 0 3033d03(4m b(’f)na}]qyné)gbob 80(4>m30b bnb@gSnb
3qbodydoggomop  o730mgdgmas  gadmgegmabmae  dbmag-
beddabhogmgdgmms 3bmaggbogma bagdnsbmdal dmdngme
bybdndhmés o bop®dabggmao 8g30bfogmma 3dsmmgbo bab-
603@35@0[) 3@003030360 3@030@)0.

1dommglb  bogoebdobommgdmem babhgdedo dbmaqbméb-
dobfogmgdgmms 3bmagbogm bogddnsbmdsbomeb ws3gdnérg-
070 Johoggon dgadmgde bed 2gmgew ©ogymo: dbmdoma
bsgdnsbmdal dm@oggde; 3bmaqqbaaly séhggal dmpoggdn o
boadydom spgamal dgéhggalb dmpaggda (Ilyin, 2002). 3gndmgde
00g30l, md 3dommgbo babhogmgdmgdal mebsddbmdmgdals
3@55@303@0 bojaoo&nbo bo?)mqpmm 3203'30 o0 3(0@030‘)0
96omdmago dmgddgogdem gobobodumghgdes.

3bmdomn bogdnsbmdal dmpnggde ab Hoddgdgdgma ddg-
89800, 6m3mgda(3 00d1mmg09b 500300693l, 037domb. dndgBg00g3
390dmgde 30633970 306HME0MMB00 30237 39hdm,
dodg3ms 30bggm 2379L, 967 badmgspmgdbage bsbos-
ool 9g37m0sbgdel dog3gmgbgds: bodmgspmgdabomgal
bohggdemmdal dmdsbs (bbge osdnsbgdabomgal @ebdatrgdnl
300930), LedmzgeEmgdbagn gobhymds Bbmdomoa bogdnabmdals
0730 g0mmdadg (3063 96 F93omdl, ol ob Fodb“) @ .3.
dod98ms dgmbg 2379390 Fgab obbadmgbyma dodg-
603760 3900mEngmdab domgds bazgmsda msgabs s
mgobabomgab. oby, doghghnogadn o bymogho dmmbeg-
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bomgdgonl  @obozdogmanmgdmop  gmmab  3edmdydaggds.
bowem, dodgdms dgbsdy 23739d0 30 goghmasbgdymas
abgmo dmabmgbamgdgde, bmgzmbagss: mz0:3:3mbsdzal,
3006 g0m0ds300b  bébgamgda. Gobs3zg0ébggmos spsdasbl
07bg00m ob Bgmdmos agmb 7dmddgom, b obo dbmmme
dmdbdodrgdgma, shsdge d9dmddgoniges. d93mddggdal 3ém-
39630 30 b 0g373MMAL 3dogmagamgdsl, sdsbammgdl (o vdom,
dobo o6bgdmals obbl. 83039 2amal dogzgogbgde obggg do-
103930, G0dmgdai 73933060900 bedmgamgdbog spasbrgdebs
©o bbgoms dbbaab dab doyngalbzqdab.

3boggboab séhggab dmpaggde. bmgmbs habo, dbm-
d0m0 bogd0sbmdal bagbhom (3mgswn) dmdnggda, Ggemadpgde
30030ghm 3bmagbogdda. 7bs 00dgel, Gmd dbmagboal
06930 bo3domE Gommo s babgbdmaga dmpagsanhn dbm-
39b0o, GoEgsb 3bmaqbool bhmbo sébhggebo gobadatrimdgdl
>©adnobals dodgznmgdgdal, abhgbgbgdal, dgbadmgdemm-
0900b, ©0bgdmgdgdal dogdbadagmrbo gedmgmabal, o
3959050300 00a3bgdl dob.

badndam szgamab dgéhgz0b dmdnggdo. o dobomspsm
0g7mabbdgde ol “gatrgaebo” s “dobogeba” godhmbgdo (o yo-
300™m6930), Gmdgmbsg ssdasbo gobabamogl badbabxénl
06 gg0lb dmdgbhda. daonmomar gb Bggbgds goégasba bagdyge-
goob, Loggmoto dgbodmgdemmdgdabs @s  dpgmdatgmdnls
39030b980L 0bobBgg0 bed7domb 3bmagbasbmsb, 0bhghgbgdmsb
©d 306730t g898msb dqbodadabmdsl. hggba 8dkam, gt m
30b3bg0hgmeE: gobgasbo bodmegnal (Eswgdnma ©s Fobym-
goon bofobdmm godhmtgdal) dgaebgde dmagagh bgmaabols
boogl, bobmasb basbmmggl, bodbabméda mogabmagema
bodndom  ghogagal obbgdmdsl, mégsboBsgnadn obbgdrm
gbogdmmmgagé 3madodl, Hobagmalbgdabs s gaéndgdal bobg-
dob 0 0.9.; bagnemadrn dgbadmgdmedgdab dgaebgds gmmol-
b3m3l 2obdmgammdaly dpgmdatrgmdols, gebsmmgdal Embgl,
dmggdnmo  badndombopde dbmaqbomme  dbnd3bgmmgsba
1606-H393930b gmmdsl @s 8.8. bomm, sbabbgge badydsm
spgomab 3gg30bgds, domo abhgérgbgdal gomgamabfobgdnm
30 - gbgds 3060gémem Hobbgmal obbl 0dogg mbgabadaignsda,
3boggbomm Bbpsb, obagosdngabs s dgdmddgomdnmmdals
30dmgmgbabs s ..

mbgobndogngddn 0ebsddbhmdgmas bogdoobmds gobdo-
Gmdgomos ghmnpbogme Godwpgbndg dmhogam. Gopge-
bog 0060330 mIgmo  Fhmogbmmdsda 0dygmaggds bagmngh
bodga®mbmeb, badmgapmgdsbmeb, goédgdmdyma spsdasbgd-
00b ©o boggmat mogmob. bbgopobbgs dminggdal mebagat-
©mds, bmdmgdoy gobodobmdgol msbsddbmdgmome di3ggel,
j360b dals 8”008‘)6“3‘4’ b@énd@néob, (4)0033@0(3 60(4)80)0@83%
bogdom bhedommdl, m13;3s 993939806908 30856dndsbrorme
g0®dnbrgdobos.

BoJh07600, gmggm dmdndaggb baggmeba dmpgeganén
bhdadnade goohbos, Gmdgmday Hadggebo swgama dmdo-
353036 306z m3063b.
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dohngogegén dobogn Hobdmopgzgbl Hadygebo dmdn-
3900bs o BT mgdal ghmmImmdsl, Gmdmamsy bgm-
ddmg0bgmmdgh 31353980 bmab gobbedghmm dmdgbhdo o
30bbodm3hoggb dom J3930b. dmpngagegbe dabmgdn godm-
gog9b 5gbgob, bmdmgdag 1303806 @gds: dbmdal gobgmmmem-
090, bodgdombada 3bodhozgm dmmbmgbomgdgobs s o3
dmmbmgbgdnl Ggomadgdal smdsmmdal dggobgdel 3mbzég-
(ONINY bn@goeoo'go.

3&)0’)033[)0’)(4)—30[)603@363@0)0 3(*)(903000 l)(f)é)j]d(g:']é)orao
dm(h0go30760 d0bhmzab gadmbogmgbap, h3gb dngh dnamenbals
53030 Hgbrgmmal bobgamdhogem 1baggblboggphda hogdrgdnmds
063960 godmznmbged, Gm3gmda dmbsfomgmds donpm
252 69b3mbpgbds, ohggbs (ob. 3bbowmn), bmd 3bmagboab,
bogohg bsdndse spgomalb 8gbbhgz0l dmpage, bowsg
0436930 36magbmb-3obfagmgdgmms mgombgemadgdals do-
Gmd300, 3obdnhmdgdnmas abhgmgddmamné 3o gdmdn gma-
bob byébgomoom -59,3%; dod)gérnsemgbo babggdmom - 59,3%;
030080b30006930b byébgomoms - 51,7% o ©oghmgomo
3mEbalb dmdagagmn memdnbomgal gomoggdal bébgomom -
50,8%.

500b08b73emn deoinggdnl 3ggénm 3mb3hghmen 3dsmegbo
bobfagmgdemalb dgbhgzob dminggdasb spgomb nz0gq0b
badg3b0gbrem-3gaogmgamin dmdgbigosmal bgsmadagos (58,5%)
©d babhagmgdmal 0dogo o 3oz (52,5%).

3bmgqbogmo bogdnsbmdab 306ssbbmsb ©o393d069-
?Jj]qpo3(0@03360(90630’)@0806036)60&)073'30?]330(900[)30)08@@0—
3900 bmgmbagss: sbamgadbps memdsbmsb hmaghmmds
(66,9%); og0mbgomadagnabszgh bhtegss (61,9%); 3wobabs
©d godmEEmgoab 3os3gdal dgbadmgdmmds (56,8%)

03030 63(4)307@0[) bobgqpagmgm 36033(@[)0(93080 09350'8—
bnmo donggdal dbombahghammdsdy, dom Emdnbabgdsdy
3bmgqboab, Gmgmég bedgdem spgamal 3gbhhggal; 3mbzég-
dmemo ndsemgbo babfogmgdmol Igébhggabs s dbmagbomme

bogdosbmdals dmdnggdal ngébatagosdn dnggeabndbgdl ab, émd
>0b0dbmmo deoggon gdmbods 50%-89 dgds Gqbdmogbds,
Gog badgamgosl ggadmggb hogbmmo abba 3bhmagbem-dab-
Pogmgdgmomes dmnggdal bhendhmal dmpngsgeé dobmgdn
(ob. ©0og©sds).

03330600, ohbm-0b 3gpogmggdal 3bmagbogmo dmdo-
30300b  dmdogogon®  dobmgdn dggams  abgmn  dm@ggon,
6mdmgdng 199¢hgbhomer 7303806hwgds dbmdab dabssblbl
(pogbhmgomo  3mEbob  dmdogomo  msmdobomgal  goworg-
dob bybg0m0; mg0mz0b30m06980b bébgomo; hgda 3mobabe
©d godmpEoamgdol  3osEgdal  gbadmgdmmads;  badgibo-
96m-39003030100 3o gbgosmals bgomnBogns; mgombge-
moBognabozgb  Lhboggs @
16m0gbmmds) o Jdsmegbo babhsgmgdmgdabsmgal ps-
dobsbosmgdgm b3gzogaznéd Ibmdal 30bmdgdl (bobhag-
™9dmob 0dogo o 36qbhoge; 0bhgmgdhgemnd gotgdmda
gogbob bydgomo s dahgboomnn babggdgmo).

Pobdopgdal dowhggabomgal mbgeboBsgagobs s dab
bdé79dha6e80, 860 07 bobbggmo, sbedgo bogemogdnmms,
39043bob, 00bbgdmlb ©s dnodngn gebgomatgdal Gg703d0
376J300b606900qb 3gGbmbomoals dmpagatagdal bobhgds. ogo
1bpo agmb dmgbogmn, 0bpngaEemdgnme ©s oE0mgd-
mmdab 39dmbgggadn - bogymopngéda. Gmgmég 9. dabo oo 3.

00mdbmab

obagmgoedbopo

dotrnbo fgérgb: “hggb doggoom wabzgbadwy, bmd goblbgsggde
(30397 0bEagoEgdl ool gbhm sbbgdomn o whdss,
30069 36mx9bogob dméab gobbbgeggde. bmgs ssdasba bfe-
Gopdd dm(hngadgonmo, ob godbmdl s dmddgogol bomebe-
©mQE. 9. 0. 3860 3ghl 0madab, bozmgdew h1hnbgdl s boggg-
©6mob” (Ritchie..., 2004).

360ggbmb-dsbfagmgdgmms 3boggboyme 3beab
am0030300l) lmlb(i)gaol) jgg'a 033@0[}53360 3@3335@360[} bo-

dbogmg, bmdgmag dggdbaomoas Hababhod dmizgdnmo (wobe-
byema) 3086930b dabowhggam. o3 bobhgdah dg9d ogmamabb-

gbédama. sfb-b 26336 mdgmms Ibmdnma dmhnggdal bhbndhabs

36mgzgL00b, HMyMEE bsdmIscm seyomols
d96Bg30L ImB0g9d0

36369¢mmo MAsmeglio Lalifsgzmgdmols
d94Bg30L ImBH039d0

36089500 Lsgdosbmdol dmEoggdo

3994060¢o goMgdmgdgdo 10,2%
mxBMOO BHOHoE0gdo 11%
391G 00 3MmBglos 22%
390053304160 Logddosbmdol byyHzowo
38,1%

L5d9g360gMHM Logd0sbMmdOm 353900
bmGgowo  42,4%
33OM300 3MmEbol dmdsgswmo
®5md0lm30l 3553930l LryHzowo
50,8%
030095630m50380L bLydzowo 51,7%
063993 Gwgom® gs6g0m8o gmgbol
bobgomo  59,3%
05390050 m®0 bsMHygdgo 59,3%

6536md9d0L MR35 s MY3mIgbsgos 0,8%
9lobgMbgdgeo 50w dEgdsMYMdS
(BIOOGMMOo bosbermgg) 27,1%

30O30G530990 3MYWGHMOS O
3900 bslvM39w0 BGLoJMEMROMGO
239M9dm  28%
bbgs 2o69dmgdgdo  3,3%
3900900 Foblgwobl dsbbo  40,7%
©0OLYMWo IOHMIoOL sbsbIMMgds 47,5%
LoALEBYOOL bBSOOWYOHMBS S LEOTJOMMDS
48,3%

bsbfs3wgd@ol 0doxo s 3GguGogo 52,5%

L5d93609HM-390053M0MG0 3mBgboseols

6goemobsgos  58,5%

3OHM300m0 Jofj939000 30ogmBogds
21,2%
309L30gwo bgddosbmds 25,4%
©OMOO030 3060 YoBdoiagds 27,1%
35@9M0o M0 Latggdgwo 36,4%
39630 3¢9 EH0IM0 YYONOYOHDMOIOO
37,3%
L539g3609MHM Lgd0bMBOD A5BS3JOS
45,8%
$990 30260oLS s 39dmEEOMIdOL
390053990l dglisdegdermds 56,8%
030009500 BoEo0Ls3Y6 LEGsxngs 61,9%
3bsEsBOEs MsMOLMB MBHMNOgHMNMBS
66,9%
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©05360535. 3bmggbmbd-dobhagmadgmas 3bmagbegmo bagdesbmdal dmdegsgenho dobmge

L o s

uyfrgommo Fopbol Smdsgsmo mendobogol peoigdol bnfgoge 50,8%
mgnmyabzomafgbob bvyfgomo 51.7%

Rgdo serbobs oo pedmeomgdol gamaggdol gbsdengdaneds 36.53%
LsdgEBagfe-dgmaympom®o dedgbzosmol MgamoBogos  38,5%
mgomfgsmotszoobisggh LEMeggs 61.9%

sborpaBfcos morbobmsl mfmogfonds  66,9%

1. Lsbfsgergdenol odoyxo @s dHgLogo 52.5%
2. obfpmddmerem® aafigdndo gnebol mfgogeo 59.3%
3. dafygfosrmmfo bafiggdgoon 59.3%

3900 mbgsbnBognadn begnsmmb-dhmdomn Hbmgbhommogdal
9m9396()980b 3033emgdbn, Gmdgmoa gobsdabmdgdl démdnls
domaem 99399hnobmdebs s Fbmdom 3dogmaamgdsl. oblbg-
0mdl 3bmdals dmdngopnab bobhgdal dbsogomon gobasbgn.
mbgabodongdo dmdngagaal babgdedo Gmsggb 0d dadatrorm-
™g090b, GmImgdbsg gesBbosm gobbsznmtgdnm oo dbnds-
bgmmds mbgaboBognal 3bm3mgdgdal gopabahyggphe 30bz-
Gghmem dmdgbda (Yakhontova, 2005).

B3gb dogh  Bophobdrgdnmo  303d3mgdbndo 3393900
boggydggmdy (Lukhutashvili, 2020) godmggegno deogsinabe
©d bhdgmobgdal ob dodotmmmgdgdn, Gmdmgdoy ogabe-
030b g3gmadg oddhmemmnns ohbg-mg0b s dobdg ogbbmdnm
393930090  Hodmggggemndgdabs  dmpngagegbo  dbmgésds
(mbobdagdgon), Gmdmgda, hggba v8bam, bgml dg3fhymol
160396bopghob bhdohgzammo dodbgonl gobbmzagmagdebs
©d dob Hobadg obbgdymo 30dmpgg30l Hobdshgdnm sdmggeb.
396dmp:

1. bygemagabol @mbab 3bemdal 358360l dmmbmgbydmsb
dobopaggds s 3bmdab 3bsB3psnhgdal Embal débemdal
39009390036 d0dds.

3bo0d, 63 ol sbsdromtgdsl bogebzgdm sgamn
30800 300(5030300[5 bnb@gaogn, @ogggog 0go:

* ©oE gogmwgbsl obpgbl dbmdomo Fgpggonm s
dJomosbop  ™bgobodognol  Hotdsdgdgdom  sbhgégbadal
bozombdy;

116

* odmoghgdl msbsddbmdmal abogoshogel ©s 0dabs
bérgagml, bmd bémmymb mogabo 33smag0zsi0s;

* 360b m330b0 60 s 3dogmaamagdal Embb;

* odmngbrgdl abhgbgbl gmggmagedo  0bgmddsinals
303060, bmdgmagg dab 3bmagbomm Béhosl s mbgsbadsgasl
9b909;

* 5300 0L mbgaboBagormo bogdasbmdgonlb dgaebgdeb.

2. 3603dab badsbarmasbo 3obedgde, wshabsybhg-
30l 8bsbfmbo dgbsdmgdmemdgda s dnbspe fzmamal
30056783 bagbom fsbdspgdsda. 3bmdabowdn bomsbopm
do()ng0égoal  gmddabgdabocmgal 3b0dgbgmmgsebas, mebe-
336m3dmqdl 93193600 obgomn 3obmdgon, Gmd gomhbpge
bogdnbopdn dgabgdnmo ©edmznmgdnmgds, Gmdgmog msgalb
dbbag Hohdmopg bl mgambhnmymaab fgebdmb, 3bmagbomme
©5 mbsdgdmdngn Hobbgmoal bagmdggmb.

3. dbmdab  dgbsdadabo 30603730l
39436s. Gmgmbg 36mdamas, 3bmagbmb-dabhagmgdgmas

30803760

bogdnsbmds fardmaggbl abge dmgdgpgosms ghmmdmamdsl,
bodgmag gbnpbdogman dndsbdommos bsbhagme 3bmsgbob
©s  badggboghm-33mggomo  ddemdal  Hobdabmgabomgals.
0do()md, 3bmxqbmd-dabhogmgdgmms débmdal doébmdgdals
1800369 gmgdgbhgol Hakdmapggbl bodadom sogamon ©s
dobo se3nhgs. bhmbge, bedndem sogamalb bhmbo mbgzebe-

3980b  gB0cr  393mddggdgh Fbmdnbowdn 09633 mdmals
990307000 EoEgd0mn  Eodm30gd7mgd0l  gm®dadrgdedy.
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bodgdom sgnmda 3o 339mm Gmmb sbbhmgdl bobadabmm-
30gogbgba (bogby ©o bogagg, Lobygmegg snoaghm©gdda,
3obomgos, bdanba, g9bhomagns o 0.9.) dpgmdatgmds ©d
dbg39 3m3ab bodmemgdgdal (mbghgdbagal, 30330mhgbgdab,
3bmgdhmbgdal o 0.8.) obbgdmds o  dmhqbénggds.
bmgmbs Paba, badgdomlb gadazndo 3obmdgdn 3bodsbgmmgsb
893mqdgg30l obpgbgb doérmgbgdal bobnombs o 3ebhymdady.
dom dgdmosom sEadasbyhn gbgbgaal bmgmby podggomgos,
abyg sdopgmgode.

4. 3bmggboymo 3beab, 335mag03s300b sdsmmg-
3absabsdgzbagbem-3gpsgmganbadmbgbzosmabégsmo-
8930l dgbodmgdmmdab 386639mymas, bHsgmgdabs s
30033850930b, hégbabggdal 3bemzghsdgdal d9373539d0.
godhos, Gmd 3bmggbogmo  bob-Hzgzgdal dgabodsdmds
©030b0g8mm dmgomgmsbomeb sdzahgol gebsmmgdal be-
googé bobggogmb, Gopgeb domemzgemagaigagba mobo-
ddbmdmgon  gobgomatgdal bagobmgdal 35964 bywoggh o
393gm3dn gobommgdal doyngensb 30¢geggb. sbops, 335tmo-
3035300b 0dommgds EodmznEgdnmo 7bEs agmb 0dsdg, o
bmgmb gondzmdgbegds gatzggnmo ghodel gogmoal d9dwgy
dobo dohghnacmén o 30k0gbmmo dpgmdatgmos. qb byébomn
1b@s agmb domaob bomgmo s Habobfodr 3bmdama mebe-

ddérmdmgdabogal. bbgs d9dmbgggedn 3bmagbommds mgam-
3obgamatgosd dgndmgde  donpmlb  dbomme  gmddamybo
bobg @o ohsbsnbo opgdamo gogmgbs obh  dmeboobmlb
bombaggblbahghe goboomgdal bobabbal sdommgdedg. sdob-
00b, 3369360300, dmogob0 odi39bh0 goodebomoa 1bws 0gdbgb
doygbroagmaon bhndgmadgdabs s 3bmagbommo Habsgmabgdal
godhmbgody.

5. 30mgdhozdn 36m0gb0bpmdal spdmbggbmb
39b600h7bgds byl 1Pymdl 3mmgdhegde  3mbagmnddgdal
©mbal 393306900, 7O0gbNMIZoab Jo63mbadgosl ,d1do30
- bodndomb dod3gdbe” o ,d3dez0 - d3dozb” Bméab. ogo
b gobop
> 03006 g0m0do300b Embgl, Gog dbpal 3bmdab dhat-

0300mgdl  3ghbmbomol  mgommbgebadgosl

dmgdmhmdol, 8qbbmmgdnmo  bodndomb  bobabbls o
0063696980l baghmm dadbgdab domfgzeda. 1boggblbocy
30600l 00003dbm3gmms  dm()ngensdy  gogmmgbol  de-
bobpgbop Hob3mopggbl mgom msbsddébmdmabapda - dabo
3bm3mgdgdal, Hobdohgdgdal, odéab, dodbgdabs ©s do-
0bmgbomgdgonbopde gybemgds, Gogsb bhmbgo gb ynée-
oegds Jhymol bgmb sbogmbdsmnbo s ddopbm 30330~
Ggd0b  ©sdgebgdol 006033 mIgmbs o bgmddmgebgml/
b gobnBonsl dmbal.
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Abstract. Due to the pandemic we discussed the challenges of the tourism industry. Problems of affected sectors close
to the sector were identified. We got acquainted with the opinions, forecasts and assessments of the National Bank data
from internal research sources in Georgia. We rely on the research conducted by Geostat, the analysis of the decrease in
international visitors, the reduction of costs, the main part of tourism statistics. We reviewed assessments and observations
by the World Tourism Organization and European organizations. Opinions of Galt & Taggart’s unparalleled expertise analysts
on the current reality of tourism and tourism recovery. We compared the indices with foreign countries. For the purpose of
this paper, it is important to analyze the socio-economic situation in the post-pandemic conditions, what are the indicators of
restored tourism in Georgia, a global trend.

Restaurants are open on weekdays for both indoor and outdoor service, and opened at weekends from 21 May for out-
door service only. Delivery/drive-through services operate every day of the week. Kindergartens and classroom schooling has
resumed although distance learning remains in some cases. Shopping malls and open-air markets are open. Systematic COVID
testing of staff working in trading, catering and teaching professions is taking place. Working from home continues to be rec-
ommended where possible. It is mandatory to wear masks inside shops, hotels and restaurants, and in outdoor public spaces.
Failing to do so can result in a 20 L fine for an individual or 500 L for a legal entity.

Tourism development priorities need to be defined according to market segments. If neighboring countries choose to
vacation at sea and consider visiting mountainous regions in integration, European tourists are mainly interested in our old
culture. Ecotourism and gastronomic tourism, which is an expression of the nation's identity, history and traditions, are also
discussed in a harmonious union.

Stimulating domestic tourism and involving self-governments in tourism management is essential. Domestic tourism will
become a good platform for preparation for future tourist flows. Initially, stimulating domestic tourism will be necessary to
start a commercial "movement" in the tourism sector. Obviously, different cities will have different challenges in this regard.
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INTRODUCTION are mostly tied to the tourism industry and represent the sole
important sphere of employment.
Today it is vital to take care of the sustainable develop-

ment of tourism. Tourism is referred to as the “United Nations

Tourism plays a major role in the development of the as-
pect of the country that should create a strong state. While

the economy is evolving day by day through many different
new, if traditional sources, no field will be able to replace
tourism. The importance of tourism is also evidenced by the
fact that countries that are major exporters of oil and gas are
still concentrating on tourism. The importance of the tourism
sector has only grown significantly over the centuries. And
growing market demand in a number of countries has led to
more incentives and support for tourism businesses. Tourism
is very special for Georgia’s regions and their economic devel-
opment — nonagricultural economic activities in the regions
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Sustainable Development Goals”. For example, the eighth goal
of “decent employment and economic growth” states: “Devel-
op and implement a policy for sustainable tourism, employ-
ment, local culture and product development by 2030”

The coronavirus pandemic has hampered the development
of the tourism sector. However, determining COVID-19 losses is
still difficult and uncertainty poses a threat to the sustainable
development of tourism (EAP -Tourism research, 2020).

Caring for the sustainable development of tourism is a
rather complex process that involves the implementation of
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an integrated and prudent policy. In addition, it is necessary
to have experienced and educated individuals who will find
the country in its still hidden niche and manage to present it
in an attractive way in the global market.

Study Area & Methods

Social research was used while working on the paper,
which involves data collection and analysis. This method al-
lows to determine the attitude of the society towards the
field of tourism. Social research methods are divided into
two major groups: quantitative and qualitative methods.
Quantitative research data is obtained. The largest source
of statistical information is the National Bureau of Statis-
tics, which regularly publishes thematic reports and makes
them available on their website. The National Tourism Agen-
cy has also published reports and surveys by years or differ-
ent categories. Statistics produced by local governments or
tourist information centers are very useful for studying on-
site tourism trends. Tourist facilities themselves carry out a
description of their users and their demographics. The third
important source of information is interviews with interested
competent persons. This can be considered any person em-
ployed in the field of tourism, who will be able to share his
observations, opinions, specific cases and examples based on
personal experience. Trends and aspects of regional tourism
development are widely covered in both Georgian and for-
eign literature and scientific works. Papers and researches of
Georgian and foreign sciences, materials of international con-
ferences related to tourism, published reports of the State
Department of Statistics of Georgia, Ministry of Economy and
Sustainable Development of Georgia, National Tourism Ad-
ministration of Georgia, data of the World Tourism Organiza-
tion were studied. Interesting findings of the analysts of the
investment company “Galt & Taggart” about the reality in the
tourism sector of Georgia National Bank data are available as
their estimates are based on early surveys. Therefore, in this
paper, we will rely on their data to some extent.

Results & Discussions

Prior to the pandemic, Travel & Tourism (including its di-
rect, indirect and induced impacts) accounted for 1 in 4 of all
new jobs created across the world, 10.6% of all jobs (334 mil-
lion), and 10.4% of global GDP (US$9.2 trillion). Meanwhile,
international visitor spending amounted to US$1.7 trillion in
2019 (6.8% of total exports, 27.4% of global services exports).
WTTC'’s latest annual research shows: The Travel & Tour-
ism sector suffered a loss of almost US$4.5 trillion to reach
USS$4.7 trillion in 2020, with the contribution to GDP dropping
by a staggering 49.1% compared to 2019; relative to a 3.7%
GDP decline of the global economy in 2020. In 2019, the Trav-
el & Tourism sector contributed 10.4% to global GDP; a share
which decreased to 5.5% in 2020 due to ongoing restrictions
to mobility. In 2020, 62 million jobs were lost, representing a
drop of 18.5%, leaving just 272 million employed across the
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sector globally, compared to 334 million in 2019. The threat
of job losses persists as many jobs are currently supported
by government retention schemes and reduced hours, which
without a full recovery of Travel & Tourism could be lost. Do-
mestic visitor spending decreased by 45%, while international
visitor spending declined by an unprecedented 69.4 (https://
wttc.org/Research/Economic-Impact).

Georgia is one of the unique tourist countries in the
world. A kind of discovery for visitors, which, with its poten-
tial and diversity, arouses the desire to visit the country again.
There is a sharply growing trend of tourism in Georgia as well.
Consequently the economic growth of the tourism industry
Benefits too. In the period before the pandemic in Georgia,
tourism was one of the fastest growing sectors of the econo-
my, accounting for 11.5% of GDP, and the number of people
employed in industry exceeded 150,000 (according to 2019
data). According to the National Tourism Administration, the
number of international traveler visits in Georgia in 2019 ex-
ceeded the 9 million mark for the first time and amounted to
9,357,964 (+ 7.8%). The increase in international visits was
largely due to the increase in tourist visits. The number of
international tourist visits to Georgia amounted to 5,080,478,
which is 6.8% more than the same period last year. In 2019,
Georgia hosted a record number of international travelers
and tourists. 9,357,964 international travelers visited Geor-
gia. We have seen tremendous growth from EU countries
and virtually all the countries we publicly announced in early
2019 that we would launch active campaigns (National Statis-
tics Office of Georgia - https://www.geostat.ge/ka).

2020 started with the growth of tourism. The number
of foreign visitors increased by 19% in January, but since Feb-
ruary the pandemic has already affected and started to de-
crease. From March 18, the borders of Georgia were closed
and the entry of visitors was stopped. The air borders were
partially opened in August, but this did not have much effect
and the number of visitors decreased by 81% in January-No-
vember. A total of 1.7 million visitors came in 11 months, of
which 1.1 million came in January-February. March-Novem-
ber visitor statistics mainly include drivers employed in inter-
national shipping.

International and domestic tourism also play a big role
in the Georgian economy. Revenues from international travel
were on the rise, with a volume that in 2019 exceeded $ 3.3
billion. The share in GDP reached 8.1%The direct contribution
of tourism and travel to GDP reflects the economic activity
generated by hotels, tourism organizations, airlines, travel
agencies, restaurants. The entire contribution includes all
areas related to travel. In 2019, value added in the tourism
sector was mainly generated in accommodation - 1.3 billion
GEL (growth + 10.9%), in transport - 1.2 billion GEL (air trans-
port growth + 11%, other transport growth + 20.9%), in food
- 758 million GEL (growth + 23.3% and travel companies - 141
million GEL (increase + 17.4%). The total contribution of the
tourism and travel sector in employment in 2019 is 29.4%,
which includes 518,400 jobs. These include jobs created by
the tourism industry (https://wttc.org/World Travel and Tour-
ism Council Data).

The tourism sector is one of the sectors that has received
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the biggest blow from COVID-19, both in terms of demand and
supply. The latest and most pressing challenge facing tourism
today is Covid-19, which has completely changed the rhythm
and style of our lives. There is no industry or business that
has not been affected by the coronavirus. However, while the
effects of Kovid-19 are unevenly distributed in other sectors,
the tourism sector as a whole faces major obstacles.

The pandemic has hampered the continuation of the
positive trends observed last year in almost all areas of the
Georgian economy. According to the preliminary estimates
of Geo stat, in January 2021, compared to the corresponding
period of the previous year, the decrease in real gross domes-
tic product (GDP) was 11.5%. Such a decline is related to the
baseline effect, because in January 2020 the COVID-19 crisis
in Georgia had not yet begun, and in January 2021, there
were so-called “lockdown” and “mandatory holidays” in the
country. According to the research department of the invest-
ment company Galt & Taggart, this is a rather deep decline,
while in December we had a 7.9% decline in the economy.

“This figure was mainly affected by the closing of the
economy again and you probably remember in the first two
weeks of January the economy was even more locked in a
number of directions. Holidays were announced and only ma-
jor businesses such as banks etc. were affected.” As for the
forecasts for economic growth in 2021, the main challenge
in these forecasts is still a pandemic, given that under two
possible scenarios, the economy is projected to grow from
3.6% to 5% this year. “We have two scenarios. One, which en-
visages a gradual recovery of tourism, and the other, if tour-
ism is recovering at a slower pace than we expected. In the
first case, we expect 5% economic growth, in the second case,
3.6% growth. It is noteworthy that both “In the scenario, we
do not envisage additional closure of the economy. It is very
important that many restrictions have been announced and
removed, the rest of the restrictions will be removed quick-
ly and the economy will be fully operational, which will help
economic growth” (https://galtandtaggart.com).

Share of sectors directly related to tourism in Georgia,
Higher in the economy than in employment. Tourism and oth-
er services. Jobs are employed in the sectors, half the force
when in the economy their share is up to 80%. According-
ly, the crisis is bigger than the economy, will have a negative
impact. First of all, the biggest losses were suffered by the
airlines, which experienced the largest percentage decrease
in customers. The reason for this is that most of the countries
have closed their borders and tourists are no longer physi-
cally able to travel. The lack of tourists also affected the ho-
tels, in which the rooms have never been as empty as they
are today. For example, 4 out of every 5 hotel bookings in
Georgia were canceled in March, accounting for 80% of all
bookings. The only major reason hotels are used today is to
accommodate quarantined individuals. The rest, about 200
hotels, have completely ceased to function or significantly
reduced the number of staff, including service staff. Lack of
tourists also affects restaurants, shops and cafes. The biggest
loss was caused by the decrease of tourists from Russia, Eu-
rope and Azerbaijan. Although the local population also had
large incomes in some restaurants or other establishments,
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many of them depended directly on the profits brought by
the tourists. It is these businesses that are no longer able to
function today and are forced to temporarily cease to function.
This also affected the employees. According to experts, the
number of employees in this sector in Georgia can be reduced
from 100,000 to at least 50,000. This, of course, has the great-
est impact on the economic situation of the country. tourism
revenues in 2020 fell to an incredibly low level of 427.7 thou-
sand dollars, with the number of international travelers drop-
ping to 1.7 million. (Georgian National Tourism Administration,
Research and Planning Division, www. gnat.ge).

The number of Tourists globally expected to decline by
at least 58% y in 2020. Tourism typically takes 10-20 months
to overcome crises, typically takes 10-20 months to overcome
crises, but covid-19 is unprecedented. Countries where tour-
ism accounts for more than 20% of total exports are particu-
larly vulnerable during the tourism crisis there of responses
to deal with covid-19: protesting people- Italy, Japan, Korea,
Norway, Poland Informing visitors, repatriation : Assistance;
Financial support to employees in tourism sector; Protection
Business- EU countries, Brazil, Australia: Financial support
to tourism companies, particularly small and medium enter-
prises, helping them to adopt new work processes, find new
markets, etc. Coordination mechanism-Canada, France, Ire-
land, UK, etc. Taskforce to monitor/assess Covid-19 impact on
tourism and respond adequately (e.g. communication with
private sector, strategies for short, medium and long-term
development, etc.) Tourism stimulus package in Georgia,
the stage tourism support plan: stage initial financial support
to affected businesses. Deferred income tax until November
2020 (GEL 113mn); Subsidizing loan interest for small hotels
for 6 months (GEL 10mn); STAGE Il - SUPPORTING EMPLOY-
EES; Direct cash support for private sector employees who
lost jobs for 6 months — GEL 200 per month; One-off direct
cash support for self-employed who lost jobs - GEL 300; State
subsidies for employers to retain their employees; STAGE Il —
GEL 200MN SUPPORT PACKAGE; Tourism industry exempted
from property tax in 2020 (GEL 45mn); Deferred income tax
until end-2020 (GEL 90mn); Interest payment subsidies for
accommodation units with turnover lower than GEL 20mn for
6 months (GEL 60mn); Supporting travel agencies and guides
(GEL 5mn); Positioning Georgia as a safe tourist destination.
Tourism stimulus package in Georgia is similar to other coun-
tries, with the exception of domestic tourism support and
vouchers for cancelled boo. (UNWTO World Tourism Barome-
ter, January 2020. Advance Release).

According to the UNWTO, the volume of international
tourism decreased by 440 million visitors in the first half of
2020 compared to 2019, which led to a decrease in revenue
in this area by $ 460 billion. That’s about five times as much
as the impact the global tourism industry received during the
2009 financial crisis. Expectations of a summer season in the
Northern Hemisphere have not materialized, according to a
UNWTO review. Especially in Europe, where the spread of
COVID-19 was one of the most severe. As a result, the num-
ber of visits to Europe decreased by 66%. The decline is 55%
in the Americas, 57% in Africa and the Middle East, and 72%
in Asia and Oceania in the first half of 2020.
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The early anti-crisis response of the Government of
Georgia and the National Bank of Georgia in cooperation
with the country’s international partners and the local finan-
cial sector is a strong foundation for economic recovery. Key
actions in this regard include strengthening the healthcare
system, supporting the liquidity needs of businesses— both
through fiscal and regulatory measures — and continuing vital
public investment projects.

In the medium term, support for new investments ad-
dressing challenges resulting from the Covid-19 pandemic,
such as introducing digital solutions and increasing local pro-
duction, may be instrumental in stimulating resilient growth.
It is worth noting that critical reforms, like the newly adopted
energy efficiency law also support a sustainable economic
recovery. The European Investment Bank (EIB) is support-
ing Georgia’s economic recovery in all aspects, contributing
significantly to an unprecedented support package for the
country prepared in coordination with the European Union,
European governments, and European financing institutions.

According Analyst, Galt & Taggart, long it will take to re-
cover from the crisis is difficult to talk about, but there is a
positive dynamic, if we rely on various international organi-
zations around 2023 - 2024 there will be a full recovery. That
is, return to the old mark of the 2019 mark. In fact, if we look
at the recovery rates, the recovery stages are as follows in
the following countries: Recovery is more or less good in Tur-
key -46% and in Mexico -56%. In other countries, the rate of
decline is high in Italy -77%, USA - 83%, Spain -91%, China
-91%, Germany -92%, United Kingdom -95%, Thailand-100%,
although increased vaccinations began in the second quarter
The first is Israel.

In Georgia, 70% of the top visitors come from Azerbaijan,
Ukraine, Russia, Turkey and Armenia. Important vaccination
rate in these countries in May 2021, the rate is as follows: Azer-
baijan 11%, Russia 11%, Turkey 19%, Armenia 1%, Ukraine 2%.
It is interesting to analyze the figures for May 2021 by country.
The opening of air borders in 2021 has led to an increase in the
number of tourists from Ukraine and Israel. Compared to May
of the previous year, these two countries advanced by 11% in
the top ten in May 2021; As for Russia, the first place was giv-
en to Turkey, from which the growth is 21%. Also the recov-
ery rate is high from Uzbekistan, we have an increase of 100%
compared to 2019, also Belarus 57%. Ground visits are higher
at 64% in May, with 34% of air visits restored. As for revenues,
come to Russia by 13%, Ukraine by 15%, Israel by 18%, Turkey
by 15%. (ttps://galtandtaggart.com).

Rehabilitation of the tourism industry in the post-en-
demic period and by 2021 The purpose is to take appropriate
action that will be tailored Needs of the sector and will help
stimulate the development of the sector. Interestingly what
it tells us about the restoration is the hotel search rate com-
pared to 2019 and the booking rate. The hotel search rate is
as follows: the lowest rate for 2020 is 80% in March and April,
up from 37% in August, 20% in November-December, 52% in
January 2021, 43% in April-May. Georgia is wanted by 586%
of Russian citizens, Turkey by 140%.

Hotel booking rate compared to 2019 in April 2020 -87%,
August -41%, November 53%, and in 2021 January -49%, April-
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May -34%; The excitement from the third quarter is felt. The
borders in Georgia were closed, but we have good signs. After
the pandemic, most visitors visited Georgia in May. If we evalu-
ate the countries that came to us according to vaccinations, the
situation in neighboring countries is bad. Azerbaijan is vacci-
nated 13%, Russia 11%, Armenia 1%, Turkey 19%, Ukraine 2%,
Israel is the best 59% and Israel has a solid share of travel to our
country. And this is good, Germany 33%, Germany does not
have a large share in our revenues, as well as China 88%, from
which a meager number of tourists enter Georgia. There are
very few of our visiting countries where vaccination rates are
high. What we can rely on to make a quick recovery Consumer
opinion research shows that in the short term 75% of people
prefer to travel on their own transport. The advantage is land
transport in Georgia (Galt & Taggart).

The current reality in terms of visitors to our country.
Travel in Georgia: Inter-city public transport, municipal trans-
port and taxis are operating normally. A previous restriction
on numbers in taxis has been lifted. Face masks must be worn
in all public transport and taxis. Accommodation: An increas-
ing number of hotels and other rental accommodation are
open. Face masks must be worn when entering public spaces
inside hotels and rental accommodation.

Public spaces and services: There is a nationwide curfew
on both vehicular and pedestrian movement from 11pm to
5am, with exceptions for emergency, pharmaceutical, deliv-
ery, media and international transport. Violation will result
in a 2,000 GEL fine. Enforcement of regulations on social dis-
tancing and wearing masks are still obligatory. No more than
10 people can participate in social gatherings, indoor or out.
Museums, gyms and, to a limited extent, theatres have re-
opened.

Restaurants are open on weekdays for both indoor and
outdoor service, and opened at weekends from 21 May for
outdoor service only. Delivery/drive-through services op-
erate every day of the week. Kindergartens and classroom
schooling has resumed although distance learning remains in
some cases. Shopping malls and open-air markets are open.
Systematic COVID testing of staff working in trading, catering
and teaching professions is taking place. Working from home
continues to be recommended where possible. It is mandato-
ry to wear masks inside shops, hotels and restaurants, and in
outdoor public spaces. Failing to do so can resultin a 20 L fine
for an individual or 500 L for a legal entity.

CONCLUSIONS

Today, the travel brand “Georgia” should be able to over-
come the challenge in the long run. Our brand can freely run
a campaign based on the main factors that motivate travel to
Georgia: gastronomy, winemaking, folklore, tangible cultural
heritage, protected areas, etc.

It is very important for Georgia to restore tourism, in
particular, the entry of foreign visitors. Georgia will not be
able to return to the index of 2019 in 2021. It is difficult to
predict how many visitors will arrive, as it does not depend
only on the situation in Georgia. The countries with large in-
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fluxes of visitors to Georgia are in a difficult epidemiological
and economic situation. However, it can be said in advance
that in terms of tourism, 2021 will be better than 2020.

Georgia’s vision is in tourism development of the coun-
try as a brand and positioning in the international market, To
compete for similar tourism markets; Market share growth,
Infrastructure development; Improving the service sector, At-
tracting investors; Promoting and developing the local private
sector through effective partnerships.

Tourism development priorities need to be defined ac-
cording to market segments. If neighboring countries choose
to vacation at sea and consider visiting mountainous regions
in integration, European tourists are mainly interested in our
old culture. Ecotourism and gastronomic tourism, which is an
expression of the nation’s identity, history and traditions, are
also discussed in a harmonious union.

Stimulating domestic tourism and involving self-govern-
ments in tourism management is essential. Domestic tourism
will become a good platform for preparation for future tourist
flows. Initially, stimulating domestic tourism will be necessary
to start a commercial “movement” in the tourism sector. Ob-
viously, different cities will have different challenges in this
regard.

“The UNWTO Executive Board has agreed that the cri-
sis is an opportunity to re-understand how tourism relates to
our societies, other sectors of the economy, our natural and
cultural resources and ecosystems; It is also an opportunity to
measure and manage it better to ensure a fair distribution of
benefits; “We will also develop a carbon-neutral, more flexi-
ble and inclusive tourism economy,”

The “Tourism Impact Model” is an important and direct
tool to get even closer to European standards. It is a good way
to deal with the coronavirus situation and be able to observe
it. In fact, by integrating this tool we could have more infor-
mation about current events in Georgia than we have now.
Also compare the stages of development of our destination
in terms of certain sections. Which will help us to understand
even more what our situation is in this area.

Not only in terms of economic indicators, we also com-
pare destination indicators, as we are accustomed to, but also
in terms of environment, spatial arrangement, community
culture and their subcategories. “Finally, multiple indicators
are used to assess the multifaceted impact on tourism and
our reality.” Every challenge has its opportunity. Post-crisis
steps are important for Georgia.
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It is widely accepted among the public that tourism plays
an essential role in the Georgian economy as the important
contributor to the GDP and employment and one of the main
sources of foreign exchange earnings. Although the last part
of the sentence regarding the foreign exchange earnings can
be validated through the existing data, the validation of the
first part is still challenging. This challenge is caused by the
definition of visitors, which differentiates them from other
consumers “taking a trip outside his/her usual environment for
less than a year and for a purpose other than employed by a
resident entity there” (United Nations, 2010:10). Differently
from output-defined industries such as agriculture, forestry,
or manufacturing, the demand-defined tourism sector is not
measured as an industry in its own right in national accounts.
Output-defined industries are created based on their activity
or output, rather than on data on their customers, while tour-
ism is defined by the characteristics of the visitors (customers)
at the moment of consumption. (OECD, Union, Nations, &
Organization, 2017:2). Furthermore, tourism consumption in-
cludes tourism-characteristic products (accommodation, travel
services, recreation and entertainment events such as cultur-
al festivals, etc.) and non-tourism-related goods and services
(retail trade), which are delivered largely to non-tourists. The
challenge from a measurement standpoint is to relate purchas-
es by tourists to the total supply of these goods and services
within a country. (OECD et al., 2017:24).

To deal with this challenge, the System of National Ac-
counts 2008 suggests the use of satellite accounts, annexed to
its core. A TSA makes it possible to separate and measure the
demand and supply sides of tourism in an integrated system,
which describes the production and demand aspects within
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the context of the entire economy. (OECD et al., 2017,:2) The
TSA consists of ten tables, out of which the first six are re-
garded as core tables. The first four tables can be described
as the demand side, while the fifth table is the supply side.
The sixth table is called “the heart of the TSA”, where recon-
ciliation of demand and supply takes place. The seventh table
compiles data concerning employment in the tourism indus-
try. The eighth table collects data on the tourism gross fixed
capital formation of tourism industries and other industries.
The ninth table presents figures on tourism collective con-
sumption by products and levels of government. The tenth
and final concludes showing the non—monetary indicators.
(Nations, 2010:534)

The primary goal of the paper is to estimate one of the
main results of TSA: tourism direct gross domestic product.
Furthermore, the paper describes the development stages
of the system of tourism statistics in Georgia, identifies the
recent weaknesses of the system, and identifies the most af-
fected tourism sectors from COVID-19.

TSA measures the direct economic impacts of tour-
ism and it is an account rather than the model (Douglas C.
Frechtling, 2010:136), while for the estimation of the indirect
and induced economic effects different types of economic
models are utilized. The most frequently used models are
input-output, Social Accounting Matrices and computable
general equilibrium models. (Douglas C. Frechtling, 2013:18)
Although there already have been attempts to build the in-
put-output model with limited data for Georgia (Bregadze,
2018), for the author’s best knowledge there is no existing
study in Georgia of computable general equilibrium models
incorporating tourism.
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Tourism Satellite account provides a framework for pol-
icy analysis by viewing tourism from multiple angles and can
be beneficial for accomplishing multiple tasks. During peaceful
times, the primary interest of policymakers is to understand
all the channels through which tourism can contribute to the
economy. Alternatively, in times of crisis, their interest changes
toward estimation of a total loss to the economy, identifica-
tion of most affected and vulnerable tourism fields to create
relevant aid packages. TSA can play an important role during
the COVID-19 pandemic and answer the fundamental question
regarding the fair distribution of scarce financial aid between
different stakeholders in the tourism industry. Policymakers
choosing among different alternatives want to make sure that
scarce financial aid is used by the sectors most in need.

The other papers concerning tourism and COVID-19 in
Georgia concentrated on the policy actions necessary to miti-
gate the effect during the pandemic and restore tourism rap-
idly during the post-pandemic period (Erkomaishvili, 2020)
overviewed the economic policy of tourism development in
Georgia in the post-crisis period. The author stresses the im-
portance of promotion of domestic tourism, regional tourism,
organized tourism from several countries, as well as medical
tourism. Furthermore, the author points out that special at-
tention should be paid to the development of agricultural
processing enterprises as the country is too dependent on
imported goods (Beridze, 2020). It investigates the rural tour-
ism development prospects after the COVID-19 pandemic in
Georgia and mountainous regions of Adjara. Following the
new trend of people avoiding crowded places, authors argue
that this type of tourism will become popular among the vis-
itors. Differently from these authors, this paper attempts to
measure the actual effect of COVID-19 on tourism and based
on the results identify most affected tourism activities. In
general, TSA have the following benefits:

e Fconomic Impact. TSA allows measurement of the
contribution of tourism in the economy, value-added generat-
ed to the economy, country revenues attributable to tourism,
and contribution to employment. It also helps to understand
how the market is evolving by providing consistent time series
that reflect the composition of demand and supply;

e  Structure of the Tourism Industry. TSA identifies the
industries benefiting from tourism and their dependence lev-
el. The other way round it shows the composition of the sec-
tor, the industries providing goods and services to visitors, and
their volume;

e Interconnection with other industries. It indicates
the production function of tourism industries and illustrates
interlinks between the tourism industries and the rest of the
economy;

e  Sources of Consumption. TSA locates the main goods
and services purchased by the visitors and their importance
to the total;

e Marketing. The government revenues attributable
to tourism modules are linked to marketing return on invest-
ment estimates to calculate jobs supported and tax earned for
tourism activities generated by marketing campaigns. Further-
more, it can determine break-even tax revenues to cover the
investment in special marketing programs;
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e Policy and Planning. It also provides input to the
analysis of the strengths, weaknesses, opportunities, and
strengths supporting better planning of tourism development
and opens new avenues of public-private sector cooperation
and developing non-traditional partnerships;

e Manpower, Education, and Training. The detailed
information on the number of jobs can be used to make long-
term labor supply/demand forecasts for occupations in the
tourism industry to identify possible future labor, education,
and training needs.

System of Tourism Statistics of Georgia, history and
recent developments

The tourism Statistics System is a part of the National Sta-
tistics System and is a basic framework for coordinating and
integrating statistical information on tourism. It incorporates
concepts and definitions, classifications, and data sources,
to describe tourism and provide internationally comparable
measurements of its economic contribution. In this respect,
its development is closely linked with TSA. (Affairs, 2017:5)

The system of tourism statistics went through a long way
of different changes for the adaptation to the IRTS methodol-
ogy involving in the process number of donors and experts. In
2012 GIZ within “The private sector development program”
chose tourism statistics as the priority. At that point, Geor-
gian National Tourism Administration was responsible for
the compilation of tourism-related surveys, which were out-
sourced to the private company without a unified method-
ology. To address the challenges GIZ invited international as
well as local experts. As a result, experts elaborated a strategy
for improving the system of tourism statistics by prescribing
specific functions of all the stakeholders. On top of the strat-
egy, an action plan was proposed for establishing a tempo-
rary methodological group involving international and local
experts (most importantly the representatives of GNTA, Geo-
stat, and NBG) with the task to close all the open issues in the
developed methodologies and agreeing on final guidelines.
One of the actions was to gradually shift the responsibility of
conducting surveys to Geostat.

Starting from 2014, based on UNWTO recommendations
Geostat took over the responsibility of conducting inbound
and domestic tourism surveys, for which a special sub-divi-
sion was established. The same year Geostat started coop-
eration with Statistics Sweden, while in 2015 another expert
group was invited again by Georgian National Tourism Admin-
istration with the help of GIZ to address the gaps in the meth-
odology. The experts helped to solve several methodological
issues, particularly:

The tourism concepts were redefined according to IRTS
2008 and the link established with the international visitor
survey. The statistical information before 2017 was based on
the arrival of foreign citizens. The number was further disin-
tegrated into three categories, which were introduced by in-
terior affairs without any relevance to tourism: 24 hours and
more, transit, same day visit. The number of arrivals included
all the people entering the country based on citizenship rath-
er than residency and the usual environment concept was
not defined. Furthermore, there was a clear inadequacy be-
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tween the number of travelers arriving in the country and the
number of international visitors in the survey. Although the
survey was conducted based on visitors departing from the
country, the results were extrapolated on arrived visitors. To
address the existed situation several concepts were redefined
according to IRTS.

The number of questions in surveys was optimized, a
methodology adapted and regularity defined. The survey
was too large as it incorporated the interests of all possible
stakeholders. A large number of questions harmed the qual-
ity of the results as several visitors refused to stay with the
interviewer for a long time. The questions were analyzed by
priority and only the most important one remained in the
questionnaire. Furthermore, the methodology of domestic
and outbound visitors was also created and regularity of data
dissemination was set. A large number of scientific papers
validated the use of surveys to estimate tourism expenditure.
For example, seven most frequently used methods of estima-
tion of tourism expenditures were compared by (D.C. Frecht-
ling, 2006) concluding that if correctly applied, visitor surveys
and cost factor models produce the most valid estimates.

Although demand-side issues have been largely solved
with the help of experts the supply side remains still problem-
atic. In general, there were some important developments on
the supply side as well, but they did not solve the main ob-
stacle for the compilation of TSA tables 5 and 6 — the small
sample size of the relevant surveys, which cannot serve good
basis for the collection of comprehensive supply-side statis-
tics to measure multiple dimensions of tourism at the 4-digit
level of used classifications. The reforms on the supply side
included the introduction of NACE 2 and SNA 2008 with sev-
eral beneficial methodological changes:

e Update of intermediate consumption
based on the special research;

e |dentification of non-observed economy using the
updated estimation methods in different sectors: Agriculture,
Construction, Hotels, and Restaurants;

e Inclusion of output of non-legal activities in GDP;

structure

Table 1: Comparison of methodological frameworks

Indicators before 2017

e Inclusion of economic agents trading on fairs and
market places in GDP;

e Updated estimation methods of FISIM (Financial In-
termediation Services Indirectly Measured);

e A revised method of measuring OOH (Owner-Occu-
pied Housing) using the User Cost Method;

e (apitalization of costs concerning R&D.

The difficulties with the compilation of TSA led to the in-
troduction of fewer data demanding indicator for measuring
share of tourism in GDP - Gross value added of tourism indus-
tries (GVATI), rather than Tourism direct gross domestic prod-
uct (TDGDP), which is a more precise measure and one of the
main results of TSA table 6. The GVATI was introduced only on
two-digit levels and equaled 8.3% in 2019. Recently the share
of tourism in GDP is estimated based on this indicator.

Gross value added of tourism industries (GVATI) sums
gross value added of all establishments related to tourism
industries. This indicator has two shortcomings. First, it does
not take into consideration whether the output is provided
to visitors or locals. Second, it leaves out other non-tourism
industries, whose output was acquired by visitors or by oth-
ers on their behalf. On the other hand, tourism direct gross
value added (TDGVA) calculates the part of gross value added
generated by tourism industries and other industries of the
economy directly serving visitors in response to internal tour-
ism consumption. It also includes the part of gross value add-
ed associated with the output of other (non-tourism) indus-
tries as long as this output responds to tourism consumption.
TDGVA plus the amount of net taxes on products and imports
included within the value of this expenditure at purchasers’
prices is TDGDP. (OECD et al., 2017:46) The concepts are sum-
marized in the table below.

In 2019 Geostat started participation in the Twinning
program “Strengthening the Capacity of the Georgian Na-
tional Statistical System” to improve the statistical system of
Georgia. Within the program, one of the tasks was to intro-
duce experimental TSA tables 1 through 4. For this, changes
were made in the surveys to include questions necessary for

Indicators after 2017

International Arrivals - the border crossing of foreign
citizens

International Visitor-not defined

24 hours and more (tourists) - include visits that last more
than 24 hours.

Transit Visits - include visits that last less than 24 hours
in which the different border is used for entry and exit.
Same-day visits - include visits that last less than 24 hours
in which the same border is used for entry and exit.

Usual Environment - not defined
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International traveler - someone who moves between different
geographic locations for any purpose and any duration. It excludes
foreign citizens who are Georgian residents and includes Georgian
citizens who are foreign residents.

International visitor is a traveler taking a trip to the main destination
outside his/her usual environment, for less than a year, for any purpose
(business, leisure, transit, or another personal purpose) other than to
be employed by a resident entity in the country or place visited.
Furthermore, this number excludes people aged less than 15.
International visitor is classified as a tourist (or overnight visitor) if
his/her trip includes an overnight stay.

Transit Visits are identified within the survey question - the main
purpose of visit

A visitor (domestic, inbound, or outbound) is classified as a same-day
visitor (or excursionist) if his/her trip does not include an overnight
stay.

To define the “usual environment” in Georgia, travelers conducting
eight or more trips per month are excluded from the data
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Table 2: Macroeconomic Aggregates of Tourism

Gross value added of tourism
industries

Tourism direct gross value added

Tourism direct gross domestic
product

Gross value added of all establishments
related to tourism industries regardless
of their production is provided to

visitors or non-visitors tourism consumption

The part of gross value added generated by tourism
industries and other industries of the economy that
directly serve visitors in response to internal

TDGVA plus the amount of net
taxes on products and imports
included within the value of this
expenditure at purchasers’ prices

Includes purchases of visitors and non-
visitors

Includes purchases of visitors only

Includes purchases of visitors only

filling existing gaps. However, due to COVID-19, the interna-
tional visitor survey is not conducted recently, as a result, the
data compiled with the new methodology will not be avail-
able until the next year. Meanwhile, experts and members
of the working group decided to estimate tables 1-4 based
on the existing data. The author of the paper is a member of
the working group within the EU Twinning program and this
allows us to utilize estimated table 4 for the purposes of this

paper.

Experimental Tourism Satellite Account for Georgia

The estimation of the size and importance of tourism
for the Georgian economy is of paramount importance for
the tourism policy formulation and TSA is the only validated
method for this purpose. UNWTO recommends adopting an
incremental staged approach to the development of a TSA,
one element of which is the initiation of trial or “Experimental
TSA”. The term “experimental” in this context refers both to
the tentative and provisional nature of the results as well as
the experience of applying the recommended concepts, defi-
nitions, and procedures. In the initial “experimental” process
usually following challenging limitations are identified: miss-
ing or limited data sources, ad hoc assumptions or facilitat-
ing estimation processes, relatively poor quality estimates of

results, or irreconcilable aggregate results of derived output
estimates in comparison with other key national aggregates
used as comparative benchmark reference points (e.g., total
output or GDP). In combination, such limitations preclude the
acceptance of the Experimental TSA results as final and offi-
cial at the initial stage of development. Instead, the results
and the research and development process are described as
“experimental” or “preliminary”, and appropriate cautions
are provided for their interpretation and application. The
presented tables and figures below are experimental data re-
sulting from the working group established by the Twinning
program experts.

Table 4 represents total visitor expenditure in cash as-
sociated with inbound (TSA-table 1) and domestic tourism
(TSA-table 2) consumption and “other components of tour-
ism consumption” (in-kind). The result is called “internal
tourism consumption”.

The total value of internal tourism expenditure was
11,128 MM Gel in 2019, while the share of domestic visitor
expenditure in total internal expenditure was 19%. Accom-
modation services for visitors, Food and beverage serving ser-
vices, Sports and recreational services represented the prod-
ucts that visitors demand the most with amounts of 2,104
MM, 1,804 MM, and 1,564 MM Gel respectively. This data
has the following implications for COVID-19 tourism policy:

e The structure of internal tourism expenditure shows

Figurel: Internal tourism consumption by products 2019 (Million Gel)
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the total estimated direct effect of tourism and sectors ben-
efiting from it. The most affected sectors from COVID-19 are
those receiving the largest share of tourist expenditure. The
data above shows the most affected categories: Accommoda-
tion Services, Food and Beverage Serving Services and Sports
and recreational services;

e Another important indicator is the share of internal
expenditure in the total supply of different sectors of the econ-
omy. It is important to recall that the expenditure of residents
and non-residents generates total output. During the shocks,
sectors primarily dependent on tourism are most affected. For
example, category food and beverage incurred the largest loss
in absolute terms, but residents would have compensated for
the loss with their spending. TSA table 5 would be capable to
show the share of tourism in each industry, identifying the
major losers more precisely, but unfortunately recently ta-
ble is not available in Georgia. Instead, the data from other
countries and common sense can be used to locate tourism
concentrated sectors, which are: Air Passenger Transport Ser-
vices, Accommodation Services, and Travel agencies:

e The small share of domestic expenditure shows the
high vulnerability of the country to external shocks. Domestic
tourism cannot compensate for the decrease in foreign visitor
expenditure. Road Passenger Transport Services showed the
largest share of domestic tourism expenditure in internal ex-
penditure equaling 37%. Some policymakers argued that the
restriction of outbound travel would complement internation-
al travel expenditure during the COVID-19 crisis, but recently
published data on domestic tourism expenditure showed that
was not the case.

Since the necessary data on the four-digit level to derive
Tables 5 and 6 is not available in Georgia, UNWTO recom-
mended paper “Proposals for estimating Tourism Direct GDP
with limited data” will be employed to estimate the TDGDP.
The paper describes an approach that might be used in the
short term to compile estimates of TDGDP. The proposed
approach is intended to provide a starting point for coun-
tries that can then move towards the compilation of TSA and
the more complete measurement of TDGDP. This indicator
should be regarded as experimental before the final measure
would be available. The method implies the calculation of

Table 3: Experimental derivation of TDGDP

value-added ratios by dividing the gross value added of each
tourism industry by its output. Then estimates of tourism di-
rect gross value added (TDGVA) can be derived by multiply-
ing the value-added ratio for each industry by the share of
its output that has been purchased by visitors and summing
across industries. For example, the total output of the cate-
gory Accommodation was 2617 MM Gel, while gross value
added for the same category equaled 1071 MM Gel in 2019,
this gives a value-added ratio of 60%. The received result is
multiplied by the visitor expenditure on the same category
60%X2104 MM Gel. GDP is derived by adding to TDGVA esti-
mates of relevant taxes and subsidies on products applicable
to visitor expenditure.

The estimated share of tourism in GDP is received by
the ratio of the sum of the TDGDP 5,431 MM Gel and GDP
at basic prices 43,138 equaling around 12.6% in 2019. This
number is significantly larger than Europe’s average equal-
ing 3.3%. (Eurostat, 2019, p. 6) It should be mentioned that
the value-added ratio was calculated using two-digit level
indicators and the share of other connected products was
estimated by taking the average of all value-added ratios of
tourism products. Furthermore, the expectation is that the
total output for each tourism characteristic product is higher
than that visitor expenditure on that product. Unfortunately,
this is not the case for our estimation for some products. This
is caused by the fact that the demand side of the tables has
not been calibrated with the supply side. Although there are
some shortcomings with the estimation the received result
has a significant meaning showing the importance of tourism
for the Georgian Economy for the first time employing de-
mand-side statistics.

CONCLUSION

The paper describes the introduction process of Tourism
Satellite Account in Georgia as an effective tool for measuring
the significance of tourism for the economy and policy analy-
sis. The system of tourism statistics went through a long way
of different changes for the adaptation to the IRTS methodol-
ogy. As a result of multiple expert visits the system of tourism

Tourism Industries Value Added Ratio %;;le\;;lal Consumption TDGDP (MM)
Accommodation services for visitors 60% 2,104 1,262
Food and beverage serving services 40% 1,804 721
Railway passenger transport services 45% 16 7
Road passenger transport services 45% 645 288
Water passenger transport services 29% 5 1
Air passenger transport services 27% 763 209
Transport equipment rental services 44% 66 29
Travel agencies and other reservation services 41% 28 11
Cult}lral services, Sports and recreational 56% 1564 376
services
Other connected Products 49% 4,135 2,026
Total N/A 11,128 5,431
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statistics has been established and the roles assigned to each
stakeholder. Furthermore, a methodological group involving
main stakeholders was established and the responsibility
to conduct surveys was assigned to Geostat. The concepts
were redefined following IRTS 2008 recommendations and
the number of questions in surveys was optimized. However,
the significant problem on the supply side remains unsolved.
The sample size of the relevant surveys is rather small and
cannot serve good basis for the collection of comprehensive
supply-side statistics to measure multiple dimensions of tour-
ism at a 4-digit level of used classifications.

In this situation, the best solution is to conduct the Ex-
perimental Tourism Satellite account which allows an incre-
mental staged approach and is not demanding toward the
data indicators. The working group consisting of representa-
tives of Geostat, GNTA, and Czech experts in the framework
of the Twinning program estimated Experimental 1-4 tables.

Although the introduction of the first tables is important,
without building the TSA table 6 where the most important
indicator TDGDP is received, the conducted work is incom-
plete. To solve this shortness paper based on UNWTO recom-
mended article “Proposals for estimating Tourism Direct GDP
with limited data” estimates the TDGDP around 12.6%. The
estimation of the approximate indicator of the size of tourism
in GDP from the demand side rather than supply (GVATI) has
significant importance as for the first time the importance of
tourism for the economy is stressed with the actual scientific
data.

Finally, following the famous quote “If you can’t mea-
sure it, you can’t improve it” the paper stresses the need for
the methodological changes on the supply side measurement
of tourism and validation of the demand side to transform
experimental tables into the final ones.
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INTRODUCTION

Issues of agro-tourism development in Georgia have
been more or less studied by Georgian and foreign scientists.
Among Georgian authors it is worth to mention papers of E.
Kharaishvili, M. Metreveli, G. Bedianashvili, N. Jabnidze etc.
The studies conducted by the Georgian Ecotourism Associa-
tion and travel agencies located in the regions are also im-
portant. However, there is still a lot to learn about it.

Georgia and one of its regions - Guria - has many oppor-
tunities for the development of agro-tourism, which should
be considered in connection with the development of agri-
culture . The soil-climatic conditions of the region allow the
development of such fields of vegetation as citrus, tea culti-
vation, berry crops, subtropical fruit production, etc. As well
as prospects for the development of flower and greenhouse
farms. Livestock, poultry and pond farms are widespread in
all three municipalities of the region.

The main principle of agro-tourism development in
Guria is: tourists resting in a clean environment, engage in
their rural activities, get acquainted with Gurian hospitality,
which gives great pleasure to tourists, and brings additional
income for farmers. However, many problems can be over-
come for the development of agro-tourism as well. Among
them are the scarcity of financial resources and infrastructure
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malfunctions, which cannot be addressed by local efforts.
Consequently, the development of agritourism requires the
development of an adequate strategy, which should ensure
its prosperity and effective management.

We believe that the success of one of the major factor
is, that the activities in the implementation of a chain of each
individual and the collective of JSC impact on the region as
a tourism destination development, as well as local employ-
ment and economic well-being.

AGRITOURISM RESOURCES AND
POTENTIAL OF GURIA REGION

Guria region has significant potential for agro-tourism,
which can be activated and developed in connection with
the development of certain agricultural sectors, which will
develop infrastructure, improve rural living conditions, sup-
pliers of agricultural products will have an additional source
of income, will employ locals, will provide affordable food for
vacationers. Caring for the natural environment will become
more important.

With similar approaches, many countries around the
world have been able to solve the socio-economic problems
of rural areas. In many countries, various policies have been
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developed and successfully implemented by government
agencies to promote the concept of agro-tourism develop-
ment and maintenance.

For example, this issue is considered an important part
of the tourism industry in Germany. The main requirement
for a holiday in Germany today is to rest in the countryside, in
a quiet environment and relax (Jabnidze).

In Guria region, there are currently many farms that of-
fer visitors interested in agro-tourism to engage in agro-activ-
ities and taste the natural village corp rewards.

For example, visitors can visit the Ozurgeti, village
Tsitelmta the agroturizm involved in the household, with a
guesthouse “Komli”, the tea plantations of its farm, and offers
tourists a family guest-house to stay overnight, a tea garden
in the tea collecting and his own hand-tea-making service.
There is a vegetable garden where fresh and pickled vege-
tables are served directly at the tourists’ table. It is especial-
ly attractive for tourists visiting the hotel with families and
young children.

To stay here with various international travel platforms,
tourists from all over the world book a place well in advance.
Thailand, China, Russia, England, Germany, the Netherlands,
the United States - this is a non-exhaustive list of countries
from which “Komli” had guests and is still waiting after the
defeat of the pandemics.

There are many elements characteristic of Gurian life
and culture. Such as, for example, traditional Gurian Ketsi - a
special, flat stone made of Ketsi stone, on which “Mchadi”
(bread made of maize) and Gurian pie are made. Also, the
kiln stone-chamuri, which was traditionally used for baking
cereals, etc.

The family farm has cultivated about 60 unique endemic
varieties of vines. He also planted several rare vine varieties
for demonstration: Gurian Mtevandidi, Sakmeela, Kamu-
ri, Rtskhilatubani and Badagi. Is going to contribute to the
development of the ancient viticulture in Guria along with
tea. During the cultivation of vines on the slope was found
damaged, though the oldest and rarest cellar with pitchers,
which are presumed to belong to the late medieval period. It
is planned to arrange a modern cellar next to the mentioned
cellar, where they will put Gurian wine from traditional Guri-
an vine varieties.

Original overnight facilities are arranged: Visitors can
spend the night in specially arranged “Nalia” and “Kvevri”
type restrooms (Kushashvili, 2019).

Also interesting is “Menabde’s Cellar” - a typical Gurian
yard in the village of Shemokmedi. Oda-type house, an an-
cient building that has been completely restored and is al-
ready receiving guests. The owners kept the traditional look
as much as possible.

The main focus of the Menabde’s Cellar is wine. More
than 4000 Chkhaveri have been planted there. The goal is to
increase wine production and develop the Georgian market.

“Menabde’s cellar” has 5 double rooms. 4 rooms are lo-
cated in the central building, one separately, in the building
of so called Gurian “Kukhni “ Traditional Gurian cuisine is one
of the sights of the place with a huge orchard.

They have about 20 varieties of apple trees, up to 10
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pears, cherries, almonds, lemons. Tourists will even see a ba-
nana tree in the yard. Lots of dried fruits and jams are prepared
to please and entertain the guests. They have traditional Guri-
an cuisine and culinary master classes (Gelovani, 2019).

In general, the “agro-tourism product” has its own spe-
cifics. Almost all the countries of the world has particular
types of food and beverage production Promotion of Agri-
tourism has a specific purpose, which in turn brings added
value to a specific product. In many countries this is regulated
by quality signs: signs of product origin, geographical location
and tradition.

A good example of this is champagne and cognac in
France, Gorgonzola cheese and Parimano-Regiano in Italy.
This strategy is based on agritourism routes such as the Wine
Route, the Artisan Cheese Route, the Beer Rout. “Cedra route”
is popular in the Basque Country (Khartishvili, 2020: 17).

Guria, like other countries, produces various types of
food and beverages for agro-tourism purposes. For example:
here tourists can taste acacia, chestnut, lime, alpine meadow
honey.

Honey is used not only for food, but also for making
vodka. In general, vodka is spread all over Guria. Along with
vodka distilled from chacha and fruit, candle vodka is also
popular, which is called “Buzi Otka” in Guria. (Historical, 2019)

Nowadays, tourists are offered bee products by Gurian
farmers involved in agroturism: Givi Ninidze (Ozurgeti ‘s munic-
ipality, village Vakijvari); la Urushadze, produces branded hon-
ey “Bee Nobati” (Ozurgeti municipality, village Vakijvari); Lali
Chakseliani, produces branded honey “Mischer” (Ozurgeti mu-
nicipality, village Baileti); Chabuka Patsuria Cooperative “Mod-
ern Beekeeping” (Lanchkhuti Municipality, village Gvimbalau-
ri); Individual entrepreneur - Jaba Cheishvili, whose activity is
multidisciplinary. Along with beekeeping, it pursues floricul-
ture (Ozurgeti municipality, village of Makvaneti) and others.

We think it is better to offer tourists not only to bee
products, but also to conduct a tour of the apiary with certain
rules: excursion should be arranged and organized in order to
prevent a chaotic visit.

Small bee lectures can also be arranged in the apiary.
Visitors can be shown beehive and activities of the bee family,
as well as see the honey in the usual beehives.

Also, it is necessary to pay attention to the safety of vis-
itors. Should there be a quiet environment, it is essential for
guests of all ages to have beekeeping overalls.

The main income from the excursion to the beehive
should preferably be the proceeds from the products sold,
for which the honey for sale and other bee products should
be provided to the buyer in an attractive way, namely:

Honey, preferably poured into small beautifully decorat-
ed containers;

Beeswax honey placed in decorative frames can be easi-
ly sold, as well as decorative candles made of wax, propolice,
flower dust etc should be supplied in attractive packaging (
Ghoghoberidze, 2017: 118-120).

It is also necessary for the agro-tourism product to be
targeted at a certain segment. In this regard, agro-tourists
can be divided into the following groups:

e Parents with young children - this segment includes
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children aged 12-14 and those parents for whom children’s
fun and cognition is the defining factor of travel;

e Older tourists - this segment includes pensioners
over the age of 60, mostly retirees;

e Nature lovers - this is the largest segment, which in-
cludes travelers individually, in groups or in pairs. Sometimes
friendly families travel together. The group focuses on envi-
ronmental protection, organic farming, responsible tourism
product, interest in agriculture and ecology, physically active;
(Khartishvili, 2020: 48-51).

As it can be seen from the diagrams (see Charts 1, 2, 3),
the share of agro-tourists in the total flow of tourists in the
Guria region is still small, as is the share of foreign tourists.

The trend of increasing the number of visitors is also
noteworthy. We think this trend will continue even after the
defeat of the pandemic.

For example, as the diagrams show, the total number of
visitors to Ozurgeti Municipality in 2018 was 7,500, of which
1,500 were foreign visitors and 225 were interested in agri-
tourism. In 2019 the total number of visitor was 9,800, from
which 2,100 were foreigners and 294 interested in agritour-
ism (Shalamberidze, 2019).

The number of visitors to Chokhatauri Municipality in
2015 was 12,000, in 2016 - 18,000, in 2017 - 1,860, in 2018
- 18,800, in 2019 - 19,000. Of these, the number of tourists
interested in agritourism in 2019 is 3% of the total that is 564
visitors (Sharashenidze, 2019).

The number of visitors is also increasing in Lanchkhuti
municipality: from 2016 to 2019 the number of two years’
tourists was 4,939.

Also noteworthy is the fact that the region is character-
ized by the seasonal tourist flows (see. Figure 4), for example,
in Lanchkhuti, in 2019, the number of visitors has increased
dramatically in July and August, while the smallest was in
June and October. The other 200 tourists came in during the
other remaining months of the year (Gujabidze, 2020).

We think that after the defeat of the pandemic, tourism
will again occupy one of the leading places in the economy
of our country, in which the Guria region will also contribute.

MEASURES TAKEN AND PLANNED FOR
THE DEVELOPMENT OF AGRO-TOURISM IN
THE GURIA REGION

Since 2019 the Agrarian Issues Committee on agriculture
bill, whose main objective in Georgia living in rural areas in-
creased their economic engagement to raise, promotion of
employment and income for the local population growth. The
effective date of the law is June 1, 2021 (Nikvashvili, 2020).

Within the project, “Participatory Principles for Guria
Tourism Development Strategy”, a strategic plan for tourism
development in the Guria region was created. The plan out-
lines the development priorities of the region, where signifi-

Diagram N 1. Number of tourists in Ozurgeti municipality (2018-2019)
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Source: Ozurgeti Municipality City Hall, Tourism Service.

Diagram N 2. Number of visitors in Chokhatauri district in 2015-2019.
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Source: Chokhatauri Municipality City Hall, Culture Service.
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Diagram N 3. Number of visitors in Lanchkhuti municipality in 2016-2019.
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Source: Lanchkhuti Municipality City Hall, Tourism Service.

cant place and have even destroyed agritourism. Municipal-
ities have developed action plans for tourism development.

Similarly, an agritourism action plan is being developed
and implemented in European countries, where agritourism
is regulated by a number of legislative and normative acts,
including the Municipal Zoning Plan (local self-government),
the Housing Law, the Regulation on Building Regulation (en-
vironmental safety) and, Law on Environmental Management
and others (Gugushvili, 2013: 26).

In Italy, for example, the National Law on Agritourism,
which came into force in 1985, regulates additional business
activities on farms to diversify farmers’ incomes, farming
practices, agricultural buildings and the preservation of tradi-
tional landscapes (Khartishvili, 2020: 12).

Within the framework of the project, “Participatory Prin-
ciples for Guria Tourism Development Strategy”, the “Guria
Agro-Tourism Festival “ is being held in stages, with the aim
of promoting agricultural products produced in Guria munici-
palities, raising awareness of local rural products and tourism
service providers. In rendering.

For example, within the framework of the agro-tourism
festival, an exhibition-fair markets of products produced by
the local population was held, in which more than 50 farm-
ers, entrepreneurs or representatives of cooperatives from
the Guria region took part (Girkelidze, 2018).

This festival allows us to present Guria as an attractive
place for visitors interested in agritourism, to promote the nat-
ural resources and development opportunities available here.

For example, olives from Guria were abundant abroad
until 1927. That is, there were olive groves here. Today, 100%
of olives are imported from abroad.

Just as blueberries were grown and are now being
exported abroad in tons, it is also possible to grow olives.
Over time, it also can become a blueberry brand for Guria.

Guria also has all the conditions for creating Georgian
brands of fisheries or beekeeping (Eradze, 2017).

The availability of advertising means, including agro-tour-
ist maps, is also important for visitors to get acquainted with
Guria. For this purpose, the Guria Development Union, with-
in the framework of the project - “Popularization of Guria
tourism potential using the resources of twin cities of Euro-
pean countries” - published Georgian and English-language
agro-tourism maps of Guria, which indicate agro-tourism fa-
cilities. For example: opened in the village Tsikhisperdi Mzia
Sharashidze’s “Churchkhela enterprise”, cooperative “Na-
tanebi” opened in the village Natanebi, greenhouses and cold
storage facility - strawberry production, in Lanchkuti in village
the Nigo - the fish farm “Misho’s area”, in Lanchkhuti in the
village Atsana - “Bichiko’s Kvevris” (host Bichiko Chkhaidze),
family hotel in Chokhatauri and fruit drying enterprise “Skiji
House” (host Darejan Berdzenishvili) and others.

All this helps to attract visitors interested in agritourism
in Guria, offering a variety of new agritourism products. To
further develop and identify these opportunities, it is neces-
sary to develop agriculture in the region.

Actively working in this direction Non-profit (non-com-

Diagram N 4. According to the data of 2019, during the tourist season, the number of visitors:
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mercial) legal entity “Agricultural and Rural Development
Agency”, whose efforts in the 2014-2017 years in the region
was carried out the following projects:

156 loans worth of amount of 19 186 228 GEL were is-
sued within the framework of the preferential agro-credit
project, co-financed by the Agency amounted to 4 654 495
eq. GEL.

5 new enterprises were opened (1 - preferential agro-credit,
1-runin Georgia, 3 - in the framework of co-financing program
of savings and processing enterprises) - amount invested - 9 767
206 GEL (Guria, 2019: 57-58).

Due to the fact that the development of agro-tourism
contributes to the growth of many related sectors, including
agricultural production, trade, transport services, various
tourism services, the development of agro-tourism is partic-
ularly important for the development of villages in the Guria
region (Georgia, 2017: 26).

SHORTCOMINGS IN THE DEVELOPMENT OF
AGRO-TOURISM IN THE GURIA REGION AND
WAYS TO OVERCOME IT

As the results the research shows that, Guria region has
significant resources for the development of agro-tourism,
which need to be developed and used.

According to the Ministry of Environment Protection and
Agriculture of Georgia, currently only 17 farms in Guria offer
tourists overnight stays and agro-tourism services (Nikvash-
vili, 2020).

Farmhouse full potential to prevent a number of factors
which have to overcome the demands of the tourism service
market development, which will promote agro-tourism facili-
ties in the capacity of employees (Galdava, et al, 2020).

An important role in this should be played by the inten-
sification of state support measures for agro-tourism, which
includes:

e Establishment of tax benefits;

e Ensuring the possibility of receiving a state grant;

e Provision of preferential credit resources;

e Development and implementation of projects and
programs supporting agro-tourism development;

e Implementation of educational programs, profe-
ssional training and qualification of persons involved in
agro-tourism activities;

e Promoting the arrangement of tourist infrastructure
in the municipalities of Guria region - regulation of access
roads to the village, gas, electricity, internet, bathrooms.

In addition, we think that the following measures should
be taken for the development of agro-tourism in the Guria
region:

e Agro-tourism planning and management should be
carried out at the level of separate municipalities, during the
gradual implementation of which the local self-government
should attract grants, investments, financial resources in this
direction;
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e Local production facilities for agricultural products
should be established, which will contribute to the develop-
ment of local production and employment of the local pop-
ulation;

e |t is necessary to carry out marketing activities,
which include studying customer behavior, focusing on its
demand and organizing advertising on the Internet, with the
help of travel agencies, with the involvement of local munic-
ipalities;

e significant advertising load will buy if the village Na-
tanebi orange annual vintage tradition dispute inhabitants
tourists participate, who will be able not only to the farmer
families in the accommodation and catering possibility, but
there should be close citrus juices and cans of industrial-Pro-
cessing Factory, where tourists learn about the production
process, purchase and taste the product;

e It is necessary to think of new agro-tourism routes
and improve the existing one. For example, in this respect,
one of the outstanding places is the village of Zedubani in
Ozurgeti municipality, where the old settlement of Gurian
feudal lords is located. The view from the village hill, which
overlooks the entire Black Sea coast from Kobuleti to Poti and
the Natanebi River Valley, is excellent for visitors. This place
is a settlement of Nakashidzes. Nakashidze feudal lords were,
the entire area belonged to a rural hillside visible, living in
zedubani in these hills (the Nasakirali).

Nakashidze had arranged an artificial cave, which he
allegedly used as a wine cellar or to store various products.
There was a handmade tea factory. The entrance to the cave
is on the north side of the hill and is invisible as it is covered
by plants. The entrance is wide and the walls are made of
bricks. The cave was used until the 1920s. According to a leg-
end, the Chkhaveri wine stored in this cave was sent as a gift
to Stalin during World War II. 7 ( Historical, 2019).

We think it is possible to renovate the mentioned place,
set up a small farm and arrange it to receive agro-tourists. Or,
in one of the municipalities of Guria, to arrange an old Gurian
Oda, an ethnographic corner and an agro museum, Pancha-
turi, in the vicinity of the centre. There is a small farm, which
will allow visitors to get acquainted with old and modern agri-
cultural machinery and technology, history and ethnography
of Guria, visit and get involved in the farm and finally taste
the dishes and wine made by Gurian gastronomy in Pancha-
turi. Listen to Gurian folklore and have fun watching Khorum
dance.

Itis also possible to organize agro-tourism routes, during
which it will be considered to involve tourists in farming ac-
tivities, as well as to unload them with additional cognitive
or entertaining activities. These can be: boating in the Imnati
district of Kolkheti National Park, then fishing and picnicking,
or visiting historical and landmarks, getting acquainted with
the history and ethnography of the village, etc.

We suppose that in the future it is necessary to inter-
est the locals in the Guria region and actively involve them
in agritourism, as this will help improve their socio-economic
conditions.
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INTRODUCTION

The Coronavirus pandemic has posed new challenges to
Georgia’s economy and business. The use of online technolo-
gies in the field of business has gained special urgency. To re-
duce the negative consequences of the crisis, it became nec-
essary to massively switch to online sales, the introduction
of new and modern methods of business processes, which
will allow customers to virtually, without leaving home, make
sales, transfers, and payments. Companies that find their
niche in the virtual world on time have a better chance of
success. Speed, convenience, flexibility, and accessibility are
key advantages of digital commerce and are especially im-
portant in a pandemic. The use of digital platforms against
the backdrop of the global pandemic has reached a peak. The
motto of online services has become vital - take on a new
business space, offer your products to more customers and
increase sales!

AIM AND OBJECTIVES OF THE RESEARCH

The main goal of the research is to determine the role
of digital commerce in the conditions of COVID-19, to iden-
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tify new opportunities to increase the efficiency of existing
platforms, to introduce e-commerce models in the Georgian
business space, to increase the efficiency of digital commerce
platforms in virtual reality.

RESEARCH OBIJECT

E-commerce refers to a business that electronically man-
ages both product and/or service collections, as well as pay-
ments. These are actions aimed at buying or selling a product
through online services or the Internet (Kanchaveli, 2019).
Commerce can be considered as a service that allows services
and products to be made available to customers through so-
cial media and used as payment means Visa and MasterCard
plastic cards, increase sales volume, expand sales area world-
wide, make the offered services and products more accessi-
ble to customers.

MAIN PART
Given today’s reality, e-commerce is a major, vital fac-

tor for companies. During the quarantine period, home users
tried to access various services or products through social
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media. With minimal costs, it is possible to offer the most
comfortable service to the customer:

e Information services;

Online stores;

Online Education;

Web services;

Auctions;

Utilities;

Advertising services;

Courier services;

Services of state organizations.

The Coronavirus pandemic has taken B2B companies to
the brink of popularity, with e-commerce services becoming
particularly in demand. According to a 2020 study by McK-
insey & Company, more than 75% of B2B buyers and sellers
choose to access social media online. Only 20% of B2B buyers
think they want to return to traditional personal sales. On a
positive note, the fact that, according to a study by McKinsey
& Company, B2B shoppers are willing to spend more when
shopping online (Arno Ham, 2020). As the world-renowned
business data platform Statista predicts, B2B sales will reach
S 1.2 trillion by 2021 (https://ecommerceguide.com/guides/
b2b-ecommerce-market-trends-and-best-practices/).

ACI Worldwide.com in April 2020 published a study on
how the share of digital commerce has changed compared to
March 2019. It was found that the volume of transactions in
the retail sector increased by an average of 74% (ACI World-
wide, 2020). Leading among the popular items purchased
through the internet are: small items, gardening items, lap-
tops, and TVs.

According to the research, the data were distributed as
follows:

e Primary goods and furniture + 97%;

e Horticultural items + 163%;

e Electrical engineering + 26.6%.

Reduced volume in the same period:

o Tickets - 60%;

e Travel - 44%.

While global retail sales will be declined by 5.7% in 2020
due to the coronavirus pandemic, Amazon’s global sales in-
creased by 26% in Q1 and by 40% in Q2, while e-commerce
spending in the US increased from 11.8% to 16.1% in Q2 in
the first quarter (Olivia De Beukelaer, 2021).

Visual Capitalist (https://www.visualcapitalist.com/)
publishes top 10 fast-growing infographics based on sources
such as Amazon, Business Insider, Euro News, CNBC. At the
initial stage, the citizens were mainly creating stocks of prod-
ucts. Later, as shown in the infographic, compared to March
2019, in March 2020, no matter how strange it may seem,
after disposable gloves and hygiene items, the second place is
occupied by household appliances, more specifically - bread
baking. A large part of the population decided to bake bread
themselves (Katie Jones, 2020). It should be noted that the
increased demand for bread bakeries was also observed in
the Georgian market. Online grocery stores have acquired a
special load. Given that COVID-19 global pandemic, shop vis-
its can be life-threatening for individuals or families, as well
as the nation, we cannot disagree with most researchers that
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online grocery stores are the best solution to all problems and
e-commerce has no alternative to pandemics (Khan, 2020).

At the beginning of 2020, an e-commerce association
was established in Georgia. The mission of the organization is
to promote and encourage the development of this direction
in the country, and the main goal is to obtain and share infor-
mation or knowledge among local, regional and international
market players. The share of e-commerce in retail turnover
in Georgia is less than 2%, the association will help to realize
the existing potential in this direction and the development
of companies playing in the domestic market of the coun-
try. The motto of the organization: Turn circumstance into
an opportunity (https://www.marketer.ge/georgian-el-com-
merce-association/).

E-commerce relies on technologies such as e-Funds
Transfer, Supply Chain Management, Internet Marketing,
Online Transfer Process, Electronic Data Interchange (EDI),
Inventory Management Systems, and Automated Data Col-
lection Systems. When we talk about the online sector, it is
important to understand the volatile and ever-changing cir-
cumstances that exist. That is why it is necessary to constant-
ly meet new needs. In the modern world, there are several
types of e-commerce products to choose from:

e An online store with its product: This is the starting
point for an e-commerce business model. Here is the same
approach as in a traditional store, however, with one differ-
ence - you sell products online. (Via the Internet);

e Online store with someone else’s product: In this
case, the seller is a third party who cooperates with the
product supplier and sells his products to someone else in
exchange for a commission;

e Related E-Commerce Business (Affiliate E-Com-
merce): When an e-commerce representative does not trade
products directly but aims to bring the buyer to another busi-
ness product and make a profit from the products sold in the
process. Similar business models are quite common in the
modern world. There are well-known blogs that spread infor-
mation about a particular product/service, and when a user is
redirected from that source and purchases that product, the
system remembers the source and charges a fee;

e Membership-based: More and more businesses are
trying to involve the customer in the process of multiple and
long-term relationships instead of selling the product to him
once and thus end the relationship. To achieve this goal, e-com-
merce platforms offer membership offers in exchange for certain
packages (receiving certain benefits once a week, month, once a
year), which, accordingly, requires payment periodically;

e (Catalog websites (marketplace): This is a platform
that offers buyers and sellers from different sectors an online
tool to place and sell a product/service. Amazon.com is one
successful example of a similar business model;

e Services: E-commerce platforms are not limited to
just selling a product. Modern technologies enable users to
provide separate online services, such as training, consulting,
mentoring, translation, and more (Laudon, 2017).

As already mentioned, this is not a complete list, and
new trends and models are evolving daily. Often e-commerce
platforms combine several models at once. The e-commerce
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business is the future. Without it, too many companies will
not be able to develop soon, and for many, it will be, or al-
ready is, the only way to survive.

The main challenge for the implementation of commer-
cial models in the virtual space remains the choice between
own and existing e-commerce platforms:

e Creating your website with e-commerce (electronic
payment) functionality - to make a payment by bank card, or
to receive orders and to find alternative payment methods
(for example, sending an invoice and checking the payment
yourself);

e Use of existing intermediary e-commerce platforms
- well-known Georgian or international platforms such as
BOOKING.COM, or even TUREBI.GE.

Both ways have their advantages. It is better to present
the brand on your website, there are no restrictions, and
if any, even the negative reviews of the user can disappear
from the website. Most importantly, there is no intermediary
service fee. However, all of this has its downsides: Creating a
website is not cheap; Promoting your website is much more
expensive and difficult than the globally known platforms,
such as amazon.com, in addition to protecting transactions
(payments) with additional security issues.

Using existing platforms also has its pros and cons: it is
much simpler, it is possible to access millions of people who
already use this website (global platform), there are no re-
strictions on the use of several different platforms, trans-
actions are more secure. The downside can be that even a
few customer negative reviews can damage a reputation;
Customers have many other similar choices on the same plat-
form; The intermediary website (platform) receives a certain
fee for each transaction.

In line with world practice, despite the negative char-
acteristics mentioned above, it is almost irreplaceable for
small businesses to do business using existing intermediary
platforms. E-companies trying to restructure their marketing
management system, promote innovative models, attract
highly qualified staff to actively use and create new e-com-
merce platforms, will be able to increase e-commerce com-
petitiveness (Chenjie Li, 2020).

The functionality that all online trading platforms should
have is as follows:

e Several payment methods;

Multilingual;

Integration with social pages;

Compatibility with mobile devices;

Bank installment;

Delivery service.

Similar Georgian platforms are Turebi.ge, sastumroebi.
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ge, hotel24.ge, and others - for placing hotels; SS.GE, My-
home.ge and others - for renting houses, apartments and
other real estates; Mymarket.ge, ss.ge buy-sell section, etc.
- for the sale of items; Soflidan.ge - agricultural product with
online home delivery service; Hotsale.ge and Swoop.ge - dis-
count platforms; Allwine.ge - online wine shop; Agronavti - a
mobile application where you can place agro products and
offer them to distributors. This list is not exhaustive and is
constantly being updated.

CONCLUSIONS AND SUGGESTIONS

Thus, in conclusion, it may be difficult to give a specific
answer to the question of what makes an e-commerce plat-
form and/or product page attractive to users, however, con-
stant thinking in this direction, constant communication with
page visitors and buyers, constant experimentation and up-
dated style attempts a condition for reaching the ideal page
concept for the product.

As for the prospects, we think it is advisable to pay some
attention to the following issues: At present, the country does
not have information on the digital economy of Georgia and,
consequently, the volume of e-commerce, the turnover of
Internet companies, the volume of products, the number of
Internet service providers. Also, there is no information on
such important statistics as the share of e-business in GDP,
the number of people employed in Internet companies, rev-
enues, e-business development indicators. Consequently, it
is difficult to make accurate predictions of the development
of the e-commerce environment. At the same time, it should
be noted that the quality of Internet services is high in Thilisi,
and in the regions - low, which significantly hinders the devel-
opment of e-commerce.

It should be noted that informational, educational, on-
line tourism, financial services are popular in the Georgian
internet market. Internet users are also actively consuming
search engines, online games, online applications, e-exchang-
es, and other services. Consumer behavior and motivation
are influenced by the convenience of receiving the service,
low price, a wide range of services, short search, and pur-
chase time.

In the world of COVID-19, in a world of uncertain eco-
nomic forecasts, the long-term prospects of buying and sell-
ing online are great, e-commerce entrepreneurs may not be
fully protected from health and economic crises, but these
crises are still far from over. On digital. We hope that by ac-
tively investing in e-commerce, we will create even more op-
portunities to succeed in the future market.
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Abstract. |dentifies the strategic priorities for the development of tourism in the Kherson region and develops proposals

for the realization of the tourist potential of the region during the pandemic in the article. It is established that the development
of domestic tourism in the Kherson region during the pandemic requires a number of tasks: ensuring the accessibility of tourist
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INTRODUCTION

Modern problems of economic development of each
country, caused by the pandemic, have led to crises in the
field of tourism. This has led to the need to improve public
policy, the introduction of effective organizational, legal, eco-
nomic, and information mechanisms for the development of
tourism and resorts as a highly profitable sector of the na-
tional economy.

In 2020-2021, tourism, like many other sectors of the
economy, suffered economic losses and shocks due to the
COVID-19 pandemic. Analysts estimate the losses from limit-
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ing the number of tourists and other anti-epidemic measures.
However, at the same time, global crisis challenges have
created the preconditions for the development of domestic
tourism and its promotion among the country’s population.
Further implementation of the set strategic objectives in the
tourism industry of Ukraine is possible only on the basis of
determining priority areas and types of tourism, develop-
ment of organizational and economic mechanism of effective
cooperation between tourism entities and authorities, taking
into account regional competitive advantages and available
potential. This determines the relevance of the chosen topic
of publication.
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ANALYSIS OF RECENT RESEARCH AND PUBLICATIONS

The activation of business processes in the tourism sec-
tor of the Kherson region arouses the interest of not only
practitioners, but also the scientific community. The main
problematic issues and ways of their solution are reflected
in the works of V. Granovskaya, Yu. Kirilov, L. Aleshchenko, H.
Zhosan, T. Stukan, G. Fesenko, V. Krikunova.

The questions of the essence of social and ethical mar-
keting in tourism were studied; marketing analysis of the
market of tourist services in Kherson and the Kherson region
in order to create a mobile application focused on tourists,
as well as the role of communications in the tourism sector
(Kyrylov, ..., 2020).

The scientific-theoretical and methodological substanti-
ation of the economic mechanism for the formation of com-
petitive advantages of the subjects of the tourism business as
a component of their strategic development has found their
place in the scientific improvements. Scientific and theoreti-
cal substantiation was provided and recommendations were
developed for the introduction of agritourism as an effective
direction for diversifying the activities of agrarian formations
(Kyrylov, ...,2020; Kirilov, ..., 2020).

Scientists were engaged in the definition of strategic pri-
orities for the development of entrepreneurship in the field
of tourism in the Kherson region and developed proposals
for the implementation of the tourism potential of the region
(Krikunova, 2020).

Studied the current problems and prospects of invest-
ment support for the tourism sector and ways to improve the
efficiency of the tourism industry in Ukraine on the basis of
attracting investment resources (Fesenko, (2020).

RESULTS

The aim of the article is to determine the strategic pri-
orities of tourism development in the Kherson region and to
develop proposals for the realization of the tourist potential
of the region during the pandemic. The task is to identify the
types of tourism that can increase the attractiveness of the
region for tourists and justify the strategic prospects for ef-
fective cooperation between the government and business
structures in the post-pandemic times.

The Tourism and Resorts Development Strategy for the
period up to 2026 states that for effective and rational use
of tourist, recreational and natural resources of Ukraine it is
necessary to form a tourist-recreational space by creating and
ensuring the functioning of tourism and resort development
zones and develop and offer consumers competitive tourism
product (On approval, 2020).

In the Development Strategy of Kherson region for the
period 2021 - 2027 in the implementation of the strategic
goal “Local economic development taking into account digita-
lization and innovation and investment processes”, “Tourism
and recreation industry for health, recreation and intellectual
and spiritual enrichment of people” is as an operational goal.
It provides for the development of recreational opportunities
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that the Kherson region has, and states that the Azov and
Black Sea coasts are undergoing strong development.

Also, due to the impetus for the development of green
tourism, there will be an expansion of services in the Lower
Dnieper National Park, Azov-Sivash National Nature Park,
Dzharilgatsky National Nature Park, etc.

The development of the tourism sector will take into ac-
count the maximum allowable level of anthropogenic pres-
sure on the territory and will be based on the use of cultural
and recreational potential of the region.

The goal can be achieved by improving the quality of
travel services through the introduction of certification based
on international standards, extending the tourist season in
recreational areas, developing new tourism products, creat-
ing conditions for tourism product promotion, digitalization
of information support, new, comprehensive, quality market-
ing approach to customer promotion to domestic tourism in
the era of COVID-19.

The development of domestic tourism in the Kherson re-
gion during the pandemic requires a number of tasks:

- ensuring the accessibility of tourist facilities. The
goal will be achieved with the introduction of a multilingual
marking and navigation system in the Kherson region;

- organizing and creating route maps for landmarks of
history and culture of the region;

- marking the routes of the hospitality and tourism
industry;

- improving the conditions and providing tourist
routes with infrastructure for tourists to visit.

Subject to the tasks, the following results can be expected:

- there will be a network of information support for
the tourism industry;

- a system of standardization of accommodation
establishments will be introduced;

- itis planned to mark tourist routes;

- extension of the tourist season from May to October;

- a training base for the development of the tourism
industry should be created (Development, 2020).

The advantages of Kherson region as a territory for the
active development of the hospitality and tourism industry in
the era of the pandemic are due to the following factors that
are grouped and reflected in Fig.1.

As of 2021, about 100 tourist routes have been devel-
oped throughout the Kherson region, which are suitable for
all ages and have a diverse nature (from recreational to ac-
tive, extreme); different directions, the most popular of which
are: scientific and educational routes in the biosphere reserve
“Askania-Nova” and outstanding historical sites: the Muse-
um of Nature in Kherson, Art Museum named after Alexei
Shovkunenko, Museum of Local Lore in Kherson, Kherson For-
tress, monument J. Howard, Potemkin Square, Tachanka, Ka-
khovka, winery, Prince Trubetsky in Vesele village, Museum of
Local Lore in Skadovsk, Eiffel Lighthouse, Dzharilgach Island,
Oleshkivska Sich, etc.; hiking trails on one of the largest sandy
deserts in Europe — “Oleshkiv Sands”, Kherson Grand Canyon
Stanislav; visiting the shrine of the Ukrainian Cossacks, the
monument of history of national importance — Kamyanska-
ya Sich, resort and recreational facilities: Lake Sivash, Black
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Fig. 1 Advantages of the tourist-territorial complex of the Kherson region

* created by the authors
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Currently in the Kherson region in the hospitality and
tourism sector there are 14 tour operators, about 100 travel
agents and more than 50 guides who provide visits to mu-
seums, reserves, cultural and historical complexes. Analyzing
the market of tourist services, we can conclude that this is
more than not enough for the active development of tourism,
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so this area should become a priority for socio-economic de-
velopment of Kherson region.

Also water tourism, rural green, wine, environmental,
historical and cultural, and gastronomic tourisms are actively
developed in the region.
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The variety of tourist offers of the Kherson region can
satisfy the demand for atmospheric tours for every taste and
at any time of the year. These include kiting and yachting, kay-
aking, quad biking, fishing, hunting, open-air theater, visiting
the “Tulip Valley”, traveling the Cossack trails and many other
tourist attractions.

Thus, domestic tourism during the pandemic can be-
come one of the most important tools of socio-economic
development of Kherson region. But, at the same time, a sig-
nificant part of natural areas, cultural heritage sites and tour-
ist infrastructure does not yet have a level of adaptation that
would meet international standards, and tourist services in
most cases do not meet the requirements for quality of ser-
vice (Recreation, 2020).

Therefore, for the active and successful development
of the tourism business of the region during the pandemic
COVID-19 times it is necessary to coordinate the implemen-
tation of measures by the authorities and economic agents:

1. To improve the quality of tourist services:

- to improve the quality of personnel training for the
successful development of the hospitality industry;

- to promote the comprehensive implementation of
state and international standards in the field of tourism;

- to promote the development and implementation
of a multilingual system of marking and navigation in the
Kherson region;

- to assist in marking routes of active tourism;

- to arrange the landmarks of history and culture of
the Steppe Black Sea coast, providing them with infrastruc-
ture for tourists.

2. To create conditions for the promotion of the tourist
product:

- brand formation and promotion, marketing policy;

- promotion of Kherson tourist region;

- creation of a network of regional tourist information
centers;

- development of the tourist brand of the Kherson region.

3. To extend the tourist season:
extension of the holiday season;

- support for rural green tourism;

- providing organizational, informational and promo-
tional support for existing festivals and events that do not
take place in the summer.

4. To promote the development of entrepreneurship,
including in rural areas:

- financial support for small and medium-sized busi-
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nesses by compensating for the reimbursement of interest
rates on loans;

- popularization of socially responsible business (im-
plementation of measures to increase the level of tax disci-
pline; introduction of effective innovative tools for commu-
nication with business, which will help increase the level of
respect for it);

5. To create conditions for the development of domes-
tic tourism:

- infrastructural provision of recreational territories of
the region;

- ecological trails of Kherson region;

- formation and promotion of cases of tourist proposals
(magnets) focused on domestic tourists (Clusters “Salt Road”,
“Tavria Eco-Rehabilitation”, Projects “Tavria SPA Resort”);

- development of enogastronomic tourism.

6. To support craft industries:

- implementation of projects for the production of
craft products (cheese, dried fruits and vegetables, mari-
nades, jams, wine, fruit and vegetable snacks, tobacco, spic-
es, oysters, snails, crickets, etc.);

- health food based on oilseeds;

- creation of an agro-tourism map of the region;

- creating incentives for growing environmentally
friendly products and abandoning GMOs;

- introduction of organic farming.

CONCLUSION

Analyzing the preconditions and trends in the tourism
business of Kherson region in the era of the COVID-19 pan-
demic, it is possible to conclude that the region has signif-
icant opportunities to become one of the most developed
regions in Europe in terms of tourism: favorable geopolitical
location, comfortable microclimatic conditions, diverse land-
scape, unique flora and fauna, historical and cultural, archi-
tectural heritage, developed transport network, sufficient
human, material, and natural health resources.

At the same time, the hospitality and tourism sector
needs active support from public authorities, attracting do-
mestic and foreign investment in the development of tourist
and recreational infrastructure of the region and bringing it
in line with international standards, increasing attention to
the development of domestic inbound tourism, especially in
pandemic period.
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PROBLEM STATEMENT

I would like to remind you in a few sentences what legacy
the civil aviation of Georgia inherited after the collapse of the
Soviet Union. Morally and physically obsolete equipment,
inefficient management, lack of investment sources, low
passenger turnover, lack of work experience in a competitive
environment.

The transition of the country to the rails of a market
economy required a reorganization of the economic
structure of air transport. Although obsolete equipment
has been replaced by leased, relatively modern aircraft,
airline management has made progress, airports have been
built and upgraded to meet the increased demand of the
passenger flow, but these measures have been insufficient
to maintain a high share of Georgia (in terms of passenger
service by airlines) in the civil aviation sector.

The open skies policy with Europe has become a difficult
challenge for Georgian airlines as many European and non-
European air carriers have appeared on the Georgian air
market, and they seriously compete with Georgian airlines
for popular and highly demanded flights (mainly to Europe).

MAIN TEXT

The competitiveness of airlines in the air market is
determined by technical and economic criteria and the most
important of them are: volume of transportation, level of
service, reasonable airfare, low operating costs, brand image,
rapid response to changes in market conditions, effective
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functioning of management, timeliness and effectiveness
of marketing activities, etc. According to Dumbadze (2009).
There are qualitative and quantitative indicators that are
used to assess the performance of air transport.

Quantitative indicators: volume of carriage of passen-
gers, volume of transportation in tons-kilometers. The unit of
measurement for calculating the airline transportations vol-
ume is the passenger. The volume is calculated by summing
the number of passengers dispatched for a particular period.

Quialitative indicators show socio-technical-economic ef-
ficiency of air transport.

Technical indicators include transportation capacity, ca-
pacity of registration halls, aircraft and aircraft engines fleet
and power, capacity of automation and mechanization means
and provision of airlines.

Economic indicators - returns, transportation expenses
and cost, profit, cost-efficiency, labor productivity.

Operating indicators - aircraft hourly productivity, annu-
al flying hours, flight speed.

The structure of factors affecting the volume of passen-
ger traffic was developed based on the analysis of the market-
ing environment of the airline.

In determining the factors affecting passenger trans-
portation, special attention should be paid to the fact that
airlines, when developing a strategic plan, often resort to
forecasting the flow of passengers. Forecasting is based on
an analysis of circumstances that can be considered in two
subgroups.

Airline passenger flow generator:

1. Factors of direct or indirect impact

2. Subjective and objective factors
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The category of subjective factors includes a group of
circumstances that are pre-selected and determined by the
airline, such as airline management, marketing, supplier, in-
termediary, etc. Moreover, subjective circumstances are the
tools at the airline’s disposal to help it attract passengers and
create a product. The category of objective factors includes
a group of circumstances that the airline cannot influence,
such as economic, demographic, climatic, sociocultural, etc.
Both subjective and objective factors (indicators) directly or
indirectly cause an increase or decrease in the number of
passengers.

Civil aviation is a capital-intensive sector, so the inten-
sity of its use is directly affected by indicators such as global,
regional and national economic growth. Economic growth is
one of the key concepts of macroeconomic theory. Econom-
ic growth refers to the quantitative growth of the economy,
which is reflected in the change in the annual growth of gross
(real) GDP (change in the wealth of the country’s population
and production capacity of the country) (Gegeshidze 2010).
The Georgian economy as a whole is strongly affected by a
complex of geopolitical risks. Russia, Turkey, Azerbaijan, Ar-
menia, Ukraine, China and Eastern Europe are Georgia’s main
trading partners. The geopolitical risks of these countries and
the slowdown in their economic growth negatively affect the
Georgian economy. The tense geopolitical situation in the
region and the high risk of destabilization has a direct neg-
ative impact on Georgia’s economic relations, foreign trade
and economic growth, in addition to the above mentioned,
negatively affect expectations. The West continues to impose
sanctions on Georgia’s key trading partners amid a deterio-
rating political situation in the region. Reduced economic ac-
tivity, tense geopolitical situation in the region, expectations
of destabilization negatively affect foreign demand and eco-
nomic growth.

Inits turn, the aviation industry has a great impact on the
economy in terms of its strong potential for creation of job
and socio-economic connection. (Speed, flexibility, reliabili-
ty, safety, affordable price). The growth rate of the country’s
economy ensures the accumulation of capital and creates the
need to transport passengers and cargo, and as a result, this
leads to increased demand for air transport.

The main target of the government policy of any country
in the economy is to stimulate the economy in such a way
that does not lead to raising the price level, i.e. growth of GDP
without inflation when prices of individual goods are stable
despite a large amount of money in circulation. This indicates
that the productivity of the country’s economic capacity has
increased (Gegeshidze 2010). To assess the standard of living,
economists use the macroeconomic indicator - GDP. When
GDP grows, the standard of living increases over the long
term, and due to cumulative growth spurts, even the slight-
est increase in the standard of living has the greatest impact
on the mobility of the population. In the case of calculating
the difficult percentage of GDP - “Rule of 72”, (National Bank
of Georgia ) the annual growth of 4.8% (which was observed
in Georgia in 2017) will double the GDP in 15 years, 3% in 24
years, and 8% in 9 years (National Statistics office of Georgia,
2020). The other indicators of national income are also used
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to assess economic well-being. For example, the Human De-
velopment Index. The determination of this indicator is based
on three different indices:

* Average life expectancy;

® The level of education;

e Real average income.

However, most economists agree that GDP is best for es-
timating differences in living standards in different countries.
The growing number of GDP per capita determines their
availability and intensity of use for different types of trans-
port services. Index of mobility elasticity of population to-
wards gross domestic product is equal to 2 (Noniadze, 2014).
This means that a 1% growth in GDP leads to a 2% growth
in passenger traffic. As for air transport itself, in relation to
Georgia, there is a positive correlation between GDP and pas-
senger flow and it is equal to 0.92. Statistical data for the
years 2015-2019 were used to calculate the correlation coef-
ficient. The relationship between economic growth and civil
aviation activity is complex and homogeneous, as particularly
high correlation coefficients between airlines and GDP imply
a strong linear relationship between the two variables.

According to Gegeshidze (2010) there are several prob-
lems with using GDP per capita as a measure of the economy:

e Its growth depends on the nominal value of the se-
lected basket of goods according to the base year;

e |t does not provide any relevant information on in-
come distribution in the country;

e It does not take into account the negative external
effects of environmental pollution by businesses. The corner-
stone of the work of modern civil aviation is the reduction of
harmful effects on the environment caused by the activities
of industry;

e It does not record the positive externalities that can
be caused by services such as education and health. For avi-
ation as a science-capable field, education is of great impor-
tance because technological advancement contributes to the
socio-economic efficiency of the field;

e It does not include information on the depreciation
of goods already produced, or changes in value that could af-
fect a change in living standards.

Economists use GDP as a macroeconomic indicator, but
it is difficult to determine the exact extent of its impact, i.e.
the exact distribution of income to the population. The Gini
coefficient is used as a measure of the income and welfare
inequality of the population, i.e. it best reflects the difference
between rich and poor. Countries with market economies,
at different stages of development, are at different levels of
the social inequality index. Countries with highly developed
economies have low rates of social inequality. According to
the OECD (Organization of ecomomic co-operation and De-
velopment, 2020), the Scandinavian countries have the low-
est Gini coefficient (Norway, Sweden, Finland, Denmark). Gini
coefficient in Georgia is high compared to these countries.
Along with economic growth, the Gini coefficient in Georgia is
also decreasing. According to the Gini coefficient among the
post-Soviet countries, Georgia ranks second after Russia. This
means that the rate of social inequality observed in our coun-
try is high. Since the field of our research is aviation and the
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accessibility of the mentioned transport for the population,
we can say that despite the growth of GDP in Georgia, due to
the high rate of social inequality, a small part of our citizens
have access to expensive services as air travel is.

Another macroeconomic indicator that affects the
change in passenger volume is the change in the exchange
rate. Georgia has a floating exchange rate regime

( National bank of Gerogia, 2020).

The floating exchange rate regime is characterized by
sharp fluctuations, which have a special impact on price dy-
namics, both in the short and long term. The reason is the
high level of dollarization in the country and the large share
of imported goods in the consumer basket. A 1% depreciation
of the exchange rate leads to a 0.28% increase in the consum-
er price level. In the long run, prices become even more sen-
sitive to falling rates, in particular, a 1% depreciation of the
exchange rate leads to a 0.43% increase in prices (National
statistica office of Gergia, 2021).

Consumer price index - an indicator that characterizes the
level of inflation, measures the average change in prices and
tariffs on the goods and services that the population acquires
for their own consumption. The consumer price index is the
only indicator used to calculate the level of inflation, i.e. the
index determines the change in the overall level of consumer
prices. Consumer price index in Georgia includes 12 commod-
ity groups (306 consumer goods) according to the Internation-
al Classifier (COICOP). The composition of the 2019 consumer
basket has been updated. It is based on the consumption data
defined by the system of national accounts and the system of
internal surveys, which reflects the structure of domestic ex-
penditures (National statistica office of Gergia, 2021). A large
amount of USD is flowing out of Georgia for the payment of
imported goods, which increases the demand for the currency
and, consequently, the price. The list of commodities includes
transport, which in its turn includes air travel (along with oth-
er modes of transport). Thus, it is interesting to consider the
change in the consumer price index in the transport group and
in particular in the context of air transport.

Despite the inflation rate, the price of air travel is declin-
ing compared to the same period last year (2020), paradox-
ically due to government bans caused by the new Covid-19
pandemic, and at the same time, negative expectations from
the world population.

A high rate of inflation. Consumer spending of fixed-in-
come citizens is growing even more in the conditions of high
inflation. This reduces their mobility ratio and consequently
their access to air transport.

The total number of employees in our country is 1 million
694 thousand citizens. The average salary of the employed
population in Georgia is 1209 GEL. These figures significantly
vary in different regions of the country. The population with
the highest income lives in the capital, and the population
with the lowest income lives in Racha-Lechkhumi. By the data
of national data for 2016-2019, transport in the structure of
internal expenses of Georgia makes up around 13% of the to-
tal expenses and amounts to 173 GEL per month (National
statistica office of Gergia, 2020).

According to the data of Eurostat published by the Lux-
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embourg Center for Cross-Cultural Data Research (2016-
2019), in Europe, 13% of the consumer spending of the mid-
dle-income family, $ 30-45 000, so as in Georgia, comes from
transport and amounts to 487 euros per month (European
statistical agency, Eurostat, 2020). The high level of inflation
of the national currency reduces the transportation costs of
citizens with fixed incomes. Using the Consumer Price In-
dex Calculator (offered by Geostat) it is possible to calculate
fixed amounts taking into account inflation. For example, the
change in the consumer price index in January 2017 com-
pared to 2016 amounted to 3.88%. 1000 GEL in 2016, taking
into account inflation, as of January 2017 is 1038 GEL and 76
Tetri. 1500 GEL - 1558 GEL and 14 tetri, 2000 GEL - 2077 GEL
and 52 tetri. The change in the consumer price index in Jan-
uary 2020 compared to January 2019 was 6.38%. Taking into
account 1000 GEL in January 2019, as of 2020, it is 1063 GEL
and 83 Tetri. To determine the welfare of a country and for
international comparison, world countries and international
organizations represent GDP using the PPP (GDP purchasing
power parity) method. PPP is an indicator of the purchasing
power parity of a country’s GDP. The strength of the US dollar
varies from country to country, so the consumer price index,
or what a single US dollar buys in a particular country, is more
important than the official exchange rate. In general, the PPP
method of GDP per capita is much more efficient at the inter-
national level and presents a much more accurate picture in
the process of comparing the economic indicators of coun-
tries. It should be noted once again that the difference be-
tween exchange rates and prices is excluded in this method.
The GDP of the countries per capita, using the PPP method,
provides real information about the change in mobility of the
population in conditions of high inflation (Gegeshidze, 2010).

The success of an airline in a market economy largely
depends on the right pricing strategy. The whole difficulty of
pricing lies in the fact that price is conjunctural category. It is
substantially influenced by a complex of political, social, psy-
chological, and economic factors. The demand, supply, use-
fulness, and quality of goods are of crucial importance.

The attitude of the supplier and the customer towards
the price is opposite. The supplier wants to sell the goods
at a high price, which is a prerequisite for the development
of production, but at the same time it reduces the number
of sales. Low price conditions are acceptable for consumers,
which increases consumption but hinders the development
of production. With marketing approaches, price, as one of
the tools of influence from the supplier to the customer, is
justified when it is attractive to the customer and profitable
for the manufacturer.

The amount of profit should be considered to the ex-
tent that the airline not only secures payments to the state
budget, financial institutions, and suppliers but also receives
a certain amount of profit for extended reproduction. As
already mentioned, many factors affect the price level, the
economic factor is the most important among them, due to
the scale of its impact on the price. Economic factors can be
divided into two main groups:

Factors that bring the price closer to public spending
and Factors that deviate the price from the value. In the first
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group of factors, the cost structure is in the foreground, while
in the second case, the demand-supply structure should be
distinguished. Airline ticket prices have dropped in Georgia
over the last decade. There are many reasons for this, but
above all, it is due to the increase in the number of airlines,
including, from year to year, the increase in the market share
of budget airlines, which ultimately creates the precondition
for price competition (Noniadze, 2014).

Currency depreciation stimulates exports, tourism is
an export sector, so the current inflationary processes have
contributed to the development of tourism in Georgia. The
exchange rate is an important factor for international visitors.
They attach great importance to the cost of the dollar when
deciding to travel to Georgia, which is reduced in the context
of a strong dollar. This fact is stimulating for them and conse-
quently leads to an increase in the number of tourists. More
visitors mean more foreign currency in the country, and this
will ultimately have a positive impact on both the country’s
economy as well as the operation of the transport system.

The factors discussed show that under the influence of
recent exchange rate and price dynamics, Georgia as a tourist
destination has become more competitive and cheaper for
foreign visitors, which in its turn stimulates the growth of the
number of visitors and revenue (USD) in the country.

CONCLUSION:

Thus, within the research component of the paper, the
factors affecting aviation were structured according to the
subjective and objective factors of direct and indirect impact.
The increase in the number of air passengers is the result of
the impact of many factors, but due to the scale of the im-
pact, special attention was paid to the group of economic fac-
tors - the set of circumstances that are most correlated with
the change in transport volume.
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Actuality. Implementation of innovative projects re-
quires significant financial resources.

While firms in non-ICT sectors can afford to choose
whether or not to finance innovation, ICT firms do not have
this choice. According to some research, the financial posi-
tion of IT firms that financed the invention but had to aban-
don the project due to a lack of appropriate funding is better
than that of firms that did not innovate at all (Planesa, ... et al,
2001), is due to ICT industry peculiarity, in which companies
that do not innovate exit the market.

The modern ICT market is influenced by a combination
of two processes: globalization and specialization. One exam-
ple of globalization is the widespread use of specific software
developed by various large and small companies by many
millions of users around the world. Specialization refers to
the development and implementation of certain technolo-
gies to solve specific problems. Even though that large ICT
companies have significant resources for the implementation
of innovative projects, advantages of small ICT-companies
in innovation are mobility and flexibility in decision making,
strong motivation, and narrow specialization, focus on a re-
sult, ability to take a conscious risk. The problem of small ICT
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enterprises is their inability to perform large IT projects on
their own, weak scientific and production base, lack of suf-
ficient financial, material and information resources to per-
form independent ICT projects.

IT sector has a special place in the high-tech market. Ac-
cording to research company Gartner, despite the negative
effects of the pandemic on the global IT industry in 2020, the
high demand for information technology, due to shifts in so-
cial norms of work and education, softened the impact of the
crisis, and the market volume in 2021 would be $3.9 trillion,
6.2 percent higher than the previous year (Gartner, 2021).
The structure of global spending on IT technologies is pre-
sented in Table 1. The table shows that the largest share falls
on communication costs and IT services.

The sector has gone through several stages in its devel-
opment. The first stage included the development of large
universal high-performance servers with significant input and
output resources (mainframes), the core developer of which
was IBM Company in 1964. The second stage included the
creation of a platform base on personal computers, client/
server architecture, Internet. Social networks and cloud infra-
structure was developed in the third stage. New social tech-
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nologies, “big data” and new data sources drive forward the
digital revolution and has made a significant contribution to
the processes of globalization. In general, IT companies oper-
ate in all segments of the market.

Formulation of a problem. Capital structure manage-
ment ensures the company’s financial stability and influences
all of the basic characteristics of capital as an object of man-
agement. Due to the effect of financial leverage the ratio of
these funds affects performance targets of a company (for
example, the company’s market value, risk and profitability),
its creditworthiness and financial stability.

There are many studies the have focused on the optimal
capital structure, however, as practice has shown, there is no
universal approach to the issue and selection of criteria for
optimal debt burden depends on the industry, organizational
and legal form of entity, adopted financial policy, the stage of
the company’s life cycle and other factors. Managerial deci-
sion-making process examines the consequences of choosing
particular financing sources for owners, including assessment
of impact of future returns and risks. It is logical to assume
that the optimality of capital structure is related to opportu-
nities to obtain maximum value at the lowest possible cost.

The primary goal of this study is to analyze the forma-
tion of funding sources and the capital structure of Georgian
IT companies using an analysis of 50 Georgian IT companies
(for the period 2018-2019) in order to identify the existing
capital structure in Georgia’s ICT sector. The findings of the
study would provide managers of ICT companies and all
stakeholders with data to help them make sound financial
management decisions. The analysis is based on the use of
the main financial ratios of companies’ performance, taking
into account the specifics of the IT sector companies. The
data and financial statements for the research was obtained
from public information resource reportal.ge.

Theoretical background of the study. Different consid-
erations are defined in the economic literature that managers
use when selecting a source of funding. The cost of capital,
which involves the calculation of both the debt and equity
costs, is first and foremost among these. The total cost of cap-
ital is calculated on the basis of the weighted average cost of
capital (WACC), taking the weight of each source of capital

Table 1. Structure of global spending on IT technologies (%)*

Year
Spendin
P ing 2020 2021
Data Center
Systems >82 5,82
Enterprise
12

Software 29 12,89
Devices 17,68 17,98
IT Services 27,38 27,34
Com.munications 36,53 35,96
Services
Overall IT 100 100

*Source: Gartner, Authors calculations
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into account and when the capital structure (ratio of equity
to debt) changes, the WACC will change.

Another significant factor which enables managers to as-
sess the risk of decision-making is the degree of total leverage.
This metric consists of two components which cause changes
in the level of EBIT and EPS of a company. These components
are the level of operating and financial leverage of a compa-
ny. Operating leverage measures the sensitivity of operating
income to changes in sales, while financial leverage, arising
from a financial sourcing decision impacts the EPS by incur-
ring fixed financial costs in the form of interest on loans or
dividends on preferred shares. Financial leverage enhances
the operating leverage, and both together enable managers
to assess the potential cumulative risk of a business.

The level of financial leverage affects the degree to which
the owners control the company, its managerial flexibility.
Issuance of shares and an increase in the number of share-
holders cause dilution of the share of existing shareholders.
In addition, lenders can impose restrictions on certain trans-
actions. The higher the degree of debt, the lower the com-
pany’s credit rating, and the lower the ability to choose its
capital sources at the desired price. As a consequence of this
situation, the weighted average cost of capital will increase,
as the company will be forced to use costly sources of fund-
ing, resulting in a decline in liquidity, economic value added
and market value of the company.

The level and variability of operating profit (EBIT) is also
closely correlated with managerial flexibility. The high value
of this indicator allows projects to be funded independently
or sources of funding to be more freely selected, whereas op-
erating profit is critical for meeting financial costs. In the case
of joint stock companies, the EPS (earning per share) metric
is used in addition to EBIT when choosing a source of funding.
The issuing of additional shares to attract funding may result
in a reduction of the EPS and, if the manager’s performance
is measured on the basis of this metric, such decisions would
be avoided by managers.

The structure of assets is seen by certain analysts as an
independent variable affecting the decision on the source of
funding. Although it is closely linked to the degree of operat-
ing leverage, it has an indirect influence on the level of finan-
cial leverage and managers necessarily consider it during fi-
nancial leverage analysis. The higher the level of fixed assets,
the higher the level of operational leverage and the more
managers are constrained in their decision to borrow.

Sales growth rate has a dual effect on funding decisions.
In the absence of sales growth, the effect of operating lever-
age is neutralized, which frees managers in borrowing deci-
sions. On the other hand, sales growth requires additional
financing, but at the same time, in companies with high fixed
financial costs, the level of total leverage and risk also grows.

Another important factor is the lifecycle of a company.
Start-up companies find it much more difficult and costly to
raise borrowed funds than big, mature companies, as inves-
tors are seeking a risk premium.

The financial market conditions also affect the manage-
ment decision-making process. The unfavorable condition in
the stock market can force managers to make decisions in
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favor of debt financing, and the issue of bonds is profitable
when interest coupon rates decline, the same is true in the
case of bank borrowing.

Thus, the analysis of the above factors is the basis for the
formation of an optimal capital structure, which will be linked
to the strategic and financial goals of the company.

Many theoretical works are devoted to models of the
optimal capital structure. The foundations of the theory was
laid by J. Williams. In 1938 he substantiated the concept of
discounted cash flow and, on its basis, proposed a stock val-
uation model based on dividend discounting. Anticipating
Modigliani’s work, he argued that profit, not dividend policy,
affects the growth of a firm’s value, whether or not it pays
dividends. D. Durand (1938) made the greatest contribution
to the advancement of the traditional theory of capital struc-
ture, according to which decisions on capital structure have
an effect on weighted average cost of capital (WACC) and the
value of a company. The level of debt, after which there is an
increase in the cost of equity capital, is the optimal capital
structure that provides the maximum value of the firm.

In contrast to traditional theory, in 1958 Modigliani and
Miller proposed the theory that there is no optimal capital
structure in the ideal capital market without taxation. In 1963,
the theory was revised by introducing the taxation factor into
the model. According to a new theory, if a company pays the
profit tax, the market price of a company that uses financial
leverage is higher than the market price of a company that
does not use it for the amount of profit tax savings and the
optimal capital structure is 100% debt capital.

Trade-off theory assumes that optimal capital structure
depends on a balance between tax benefits from debt taking
and bankruptcy costs. The theory does not provide a specific
value for the optimal capital structure, but asserts that the
balance can be achieved by comparing discounted tax shields
and expected bankruptcy costs.

The theory’s subsequent development resulted in the
development of signaling models, which establish a capital
structure based on constant market information analysis
that does not necessarily maximize the company’s value. The
models developed within the framework of this theory ac-
count for information asymmetry, which occurs when compa-

ny managers know more about the company than the market.
As a result, managers can send signals to outside investors by
making financial decisions like capital structure selection.

The Pecking order theory, developed by S. Myers and N.
Majluf in 1984, was the most widely used model within the
framework of this theory. This theory was able to answer a
guestion that previous theories had been unable to answer:
why do companies with high profitability choose low levels of
financial leverage? Firms, according to Myers, prefer to use
internal sources of funding in the form of retained earnings
when deciding on a source of funding. When this resource
is depleted, they will move on to the next type of financing,
debt capital and convertible bonds, which are the last resort
for issuing common stock. Thus, we can assume that this
model ignores the risks and advantages of forming a new
debt unit.

Analysis of the ICT sector of Georgia. The digitalization
processes had a major influence on corporate practices, ed-
ucation, and other facets of social life. As a result, any na-
tion, including Georgia, has made ICT development one of
its top priorities. Georgia leads the Caucasian countries on
ICT goods exports with 0,4 % in 2019 (see Chart 1), which
include computers and peripheral equipment, communica-
tion equipment, consumer electronic equipment, electronic
components, and other information and technology goods.
This indicator is 11 times less than the average indicator for
Europe and Central Asia (classification of countries according
to the World Bank). The average of ICT export for these coun-
tries is 4.5%.

For the period 2013-2019, the GDP level generated in
the information and communications sector has been steadi-
ly growing. In current prices, the indicator increased from
854.2 million GEL to 1323.8 GEL, representing 2.7 percent of
total GDP (see Chart 2). The sector employs on average 1.6
percent of the total working population (from 2017 to 2019),
or approximately 20,000 people.

We performed a financial analysis of 50 Georgian in-
formation and communication technology firms in order to
accomplish the goals of research. According to the require-
ments outlined in the Low on Accounting, Reporting, and Au-
dit, 38 of the evaluated companies fall into the third group,

Chart 1. ICT goods exports in Georgia, Armenia, Azerbaijan, Europe and Central Asia (% of total goods exports) *
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Chart 2. The dynamics of the GDP level produced by the ICT sector from 2010 to 2019*
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nine into the second, and three into the first (selection crite-
ria are presented in the table 1).

The analysis showed that, in contrast to the Western ICT
market, sales of foreign-made equipment prevail in the mar-
ket structure (70% of analyzed companies), and only 30% falls
on the ICT services sector. Hardware sales, which account for
more than 55% of the ICT market, reduce the opportunities
for the formation of the IT services market and its attractive-
ness for investment.

As for the financial ratios of the analyzed companies, at-
tention is drawn to the very low use of debt financial ratios
in the period 2018-2019. 70% of the analyzed companies fall
into the second and third classifications, with no long-term li-
abilities in their liabilities structure and relying on short-term
liabilities to fund their operations. Just three out of thirteen
newly founded companies registered in the last five years
have been able to obtain long-term loans. Simultaneously,
one of these companies, S-G-L Ltd, was established through
foreign investment, and the other, Maxnet Ltd, was formed
through the merger of three previously operating companies
on the market (TV NET Ltd; Thernet Ltd; Sanet Ltd). 48 of the
50 companies have a degree of financial leverage close to
one, confirming that companies do not have the ability to use
the impact of financial leverage to boost earnings and busi-
ness value.

The short-term liabilities structure review found that
more than 60% of companies that were surveyed did not use
short-term credit. Twelve of the eighteen companies (67 %)
that use this form of funding have a debt level of less than
40%. Thus, 50% of all analyzed companies depend heavily on
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accounts payable, which accounted for 83 percent of total li-
abilities. 46% of businesses have no authorized capital and
100% fund their operations from retained earnings. It should
be remembered that approximately 80% of businesses do not
pay income tax and take advantage of tax exemptions associ-
ated with non-distribution of profits.

With regard to the influence of the business sector in at-
tracting long-term loans, companies whose structure exceeds
50% of the long-term debt are mostly owned by large telecom
and internet companies (Global Erty JSC, Caucasus Online Ltd,
Magticom Ltd, Silknet JSC, Vion Georgia Ltd, Railway Telecom
Ltd). The stated trend is supported by the Debt-to-Equity Ra-
tio and 90 percent of businesses, which averaged 0.11 per-
cent in 2018 and 0.14 percent in 2019 for 90% of companies
(the only exception is Railway Telecom, where long-term debt
was 35 times greater than equity capital, bucking the trend).

The analysis of the coverage ratio showed that, 46%
of businesses did not pay financial interest, since they were
debt-free. In 2018, 16% of businesses were unable to meet
financial expenses by operating profit, and this figure rose to
22% in 2019.

The most frequently used and readily available metric
for describing the operations of IT firms is gross revenue.
For the period 2018-2019, 54 % of the analyzed companies
demonstrated an improvement in this measure. The liquidity
levels of 16% of companies are less than one (normal range >
1), 44% of companies have a value greater than four, and the
remaining companies have a value between 1-2.

Table 1. Classification of Georgian ICT Companies by different criteria

Group Criteria Quantity,
%
| Total Assets Value > GEL 50 min., Revenue > GEL 100 mln. 3Lari, Avg. Number of Employees > 250 1
Il Total Assets Value < GEL 50 min., Revenue < GEL 100 min. Lari, Avg. Number of Employees < 250 5
1] Total Assets Value < GEL 10 min., Revenue < GEL 20 min. Lari, Avg. Number of Employees < 50 35
v Total Assets Value < GEL 1 min., Revenue < GEL 2 min. Lari, Avg. Number of Employees < 10 59
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CONCLUSION

Optimizing the capital structure is one of the most criti-
cal activities of a financial manager. Capital structure theories
provide a foundation for choosing the strategic directions of
development of every company. Optimal structure policy in-
volves finding a trade-off between risk (acceptable level of
financial stability ratio) and return (level of financial profit-
ability). The estimation also includes the weighted average
cost of capital and maximization of the market value of a firm.

The study showed that Georgian IT companies finance their
assets using a combination of retained capital and accounts
payable. Companies tend to finance operations from their
own resources, which is more consistent with the Pecking Or-
der Theory. The low level of leverage indicators suggests that
the industry has considerable growth capacity, which compa-
nies are underutilized for objective reasons. In order to max-
imize the benefit and value of IT firms, company executives
must reconsider capital formation strategies and diversify
funding sources.
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REVIEW OF PROFESSOR NIKOLOZ
CHIKHLADZE’S PAPER "THEORETICAL AND
PRACTICAL APPROACHES TO REGIONAL
ECONOMIC POLICY"

Kutaisi University published a monograph "Theoretical and
Practical Approaches to Regional Economic Policy" by Professor
Nikoloz Chikhladze ("MBM Polygraph", -192 pages, ISBN 978-
9941-471-57-5).

For Georgia, despite its small size, regional economic policy
is of particular importance. This is due to the major differences
between natural, geographical, socio-demographic, economic
and other conditions, which rules out a single approach to the
regions.

Regional economic policy is an integral part of State socio-

economic policy, in which its regional aspects are concentrated.

Since independence, regional economic policy in Georgia
has been enforced at different scales and using various tools.
However, due to the political and economic processes experienced in the country in the first decade, these efforts
were minimal.

There is a special need in Georgian-language economic studies for such papers, in which an attempt is made
to identify modern problems of regional economic policy and to find solutions to them. In this regard, this paper
requires special attention.

The presented paper is an attempt to analyze regional development in the current global context, as well as
to understand regional economic policy from a theoretical and practical viewpoint. It consists of an introduction
and conclusions, six sub-chapters, the reference list, and extensive English-language summary.

The book explores key issues of regional economic policy: the approaches to territorial economic development
planning, the challenges of fiscal decentralization, regional inequalities and territorial development, attitudes
towards regional rankings, economic activity of territorial units in situation of the COVID-19 pandemic, as well as
economic opportunities.

In order to include the paper in the educational process, a list of references and links is indicated at the
bottom of each sub-chapter.

The paper has been reviewed and recommended for publication by the decision of the Council of the Faculty
of Economics and Business of Kutaisi University.

The book will be of great service to students, field specialists and researchers, public sector representatives
and we believe that it would be a good purchase for the general readership interested in regional studies.

Givi Bedianashvili

Doctor of Economic Sciences, Professor,

Director of The Institute for research of Economic and Social
Globalization at European University, Professor (Associate)

Ivane Javakhishvili Thilisi State University
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IN MEMORIAM

On the 12 of April, 2021 a member of the editorial board of the journal "Globalization
& Business" - Professor Alexander Chernyak, passed away.

In 1980, Alexander Chernyak graduated from the Faculty of Cybernetics of the Taras
Shevchenko National University of Kyiv, in 1983 he completed his postgraduate training at
the Department of Applied Statistics of the Taras Shevchenko National University of Kyiv,
in 1985 he defended his Ph.D. thesis and in 2005 - his doctoral dissertation. He worked
as a laboratory researcher of Probabilistic Statistical Methods, as an assistant and an as-
sociate Professor of the Department of Applied Statistics of the Faculty of Cybernetics of
the Taras Shevchenko National University of Kyiv. From 1996 to 2020 — he worked as the
Head of the Department of Economic Cybernetics of the Faculty of Economics of the Taras
Shevchenko National University of Kyiv. He was a member of the Academic Council of the
Taras Shevchenko National University of Kyiv and the Chairman of the Dissertation Council D
26.001.48 of Taras Shevchenko National University of Kiev, the Chairman of the professional
section 17 ECONOMY of the Scientific Council of the Ministry of Education and Science of
Ukraine. He was the Laureate of the State Prize of Ukraine in the field of science and tech-
nology, an Honored Worker of Education of Ukraine, and an Academician of the Academy
of Higher School of Ukraine. He was also the Chairman of the All-Ukrainian Association of
Actuaries, the Chairman of the All-Ukrainian Public Scientific and Methodological Council of
Cybernetic Economists, a member of the editorial boards of scientific professional publica-
tions, including international ones (USA, Romania, Georgia) and a member of the Executive
Committee of the Network of Universities of Central, Eastern and Southeastern Europe on
PhD programs CESEE Net. He trained four doctors and twenty-one candidates of economic
sciences.

On April the 5thin 2021, the Academic Council of Taras Shevchenko National University
of Kyiv awarded Aleksandr Chernyak the honors from the Academic Council of the University.

Editorial board of the journal "Globalization & Business"
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