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Abstract. The paper examines the place of the banking sector in the financial market of Ukraine. The main indicators

characterizing the level of the Ukrainian banking sector development are presented. It is noted that the peculiarity of the
banking sector of Ukraine is a significant reduction in the number of institutions and the predominance of the share of
state-owned banks in the structure of the banking system assets. The paper considers the structure of the loan portfolio of
Ukrainian banks, which is characterized by a significant share of non-performing loans. The financial result of the banking
sector and the factors that have a significant impact on the banking efficiency in Ukraine are studied.
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INTRODUCTION

An immanent feature of modern social transformations
is the intensification of the financial sector development,
where banking institutions play a central role. In modern
conditions, banks have become the leading institutions in the
financial intermediation market, able to promote economic
growth through the efficient allocation of financial resources
for their productive use. The reliability and sustainability of
the country's banking sector determine the level of its com-
petitiveness, as well as the ability to maintain money turn-
over, create conditions for the transformation of savings into
investment and provide the necessary level of loan financing
of economic entities.

Herewith, in the event of a crisis in the real sector of
the economy, where banks have invested their resources,
the difficulties will easily spread to the banking sector. This
will undoubtedly lead first to bank liquidity problems, the
accumulation of non-performing loans forcing banks to ac-
cumulate reserves for their impairment increasing the costs,
and eventually, some banks will become insolvent and cease
operations.

At this stage, it is important to study the trends in the

GLOBALIZATION AND BUSINESS Ne13, 2022

banking sector of Ukraine and identify its potential advan-
tages and significant disadvantages to address the negative
economic consequences of the Covid-19 pandemic.

Results and discussion

The Ukrainian financial sector, as in many other coun-
tries, is bank-centric, therefore, approximately 90% of its as-
sets belong to banks. It is through banking institutions that
the major part of business savings is accumulated, trans-
formed, and redistributed. (Fig. 1) (Supervision statistics of
the..., 2021).

An important aspect that characterizes the degree of
development of the country's banking sector is the number
of banking institutions. As of October 1, 2021, 71 banking in-
stitutions are operating in Ukraine (Fig. 2).

During 2014-2021, the number of banks decreased by
109, most banks ceased operations in 2014-2016 as a result
of the economic crisis in the country due to the military-polit-
ical conflict with the Russian Federation and forced measures
taken by the National Bank of Ukraine, aimed at closing prob-
lem institutions.
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Fig. 1. Assets structure of the Ukrainian financial sector in 2015-2020, %
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At the same time, the level of development of the banking
sector of Ukraine remains relatively weak. Thus, in neighboring
Poland at the end of 2019, there were 30 commercial banks,
538 cooperative banks, and 32 branches of credit institutions,
and the concentration of bank assets in the gross domestic
product was 88.3%. The Hungarian banking sector consists of 41
institutions, the sector’s total assets were 92.6% of annual GDP
[3]. In Ukraine, the share of bank assets in GDP in 2013-2020 fell
sharply from 280.8% to 34.5%, which means a significant reduc-
tion in the financial depth of the economy (Fig. 3).

Thus, the banking sector loses the function of financial
intermediation, there is a contraction in lending, and, conse-
quently, reduced opportunities for financing the real sector
of the economy.

In 2016, the ownership structure of the banking system
of Ukraine underwent significant regrouping, as of January 1,
2017, the ownership structure of assets of the banking sys-
tem of Ukraine was as follows: banks with Ukrainian private
capital accounted for about 13%, banks of foreign banking
groups - 35%, government-owned banks - 52% (Fig. 4).

Fig.
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As a result of the transition of JSC CB PrivatBank to state
ownership, the share of government-owned banks in the
structure of assets of the domestic banking system has in-
creased significantly. In general, the ownership structure of
bank assets in Ukraine has not changed significantly over the
last four years.

In world practice, for the statistical study of the devel-
opment of the banking sector, the ratio between the number
of bank branches and the amount of adult population is used
(Fig. 5).

Since 2004, the number of bank branches per 100,000
adults in Ukraine has grown rapidly to 61 branches in 2008
and then dropped significantly to 17 in 2020. At the same
time, the dynamics of reducing the number of structural divi-
sions of banks is typical for other Eastern European countries
as well. The main reasons for this situation in the domestic
banking market, first, include the development of Internet
banking, which is due to the growing development of online
payment services and the expansion of the Internet. Second-
ly, the level of economic activity has a significant impact on

2. Dynamics of the number of banks operating in Ukraine in 2013-2020, units
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Fig. 3. Dynamics of the share of net banking assets in GDP in Ukraine in 2013-2020, %
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the number of operating structural divisions of banks, which
determines the general condition of the banking system.

Due to a significant reduction in the number of func-
tioning banks, their capital also decreased during 2015-2016,
but in 2017-2020 Ukrainian banks finally managed to achieve
positive changes in equity (Fig. 6).

One of the most significant obstacles to the develop-
ment of the Ukrainian banking sector is the very low level of
public confidence in it. Recent domestic opinion polls con-
ducted by the Razumkov Center have shown that 71% of the
population does not trust banking institutions, and the lev-
el of distrust in the National Bank of Ukraine accounts for
60% (Trust in the institutions..., 2021). Thus, according to the
American Institute of Public Opinion, only 28% of Ukrainians
trust domestic banking and financial institutions, 61% of re-
spondents distrust the entire banking system of the coun-
try, the remaining 11% are undecided. With this indicator,
Ukraine ranks ninth among the countries with the lowest
level of confidence in banks (Chernychko, Pelekhach, 2017,
p.186). Distrust of banking institutions will further limit the
main function of banks - the transformation of savings into
investment.

The most considerable consequences of any crisis for

the banking sector are an increase in the volume and share
of non-performing assets and, above all, loans. Let us assess
the quality of the loan portfolio of Ukrainian banks (Table 1).

The total volume of lending operations of Ukrainian
banks over the past 5 years increased by only UAH 20.6 bil-
lion. Banking institutions began to significantly reduce the
size of their loan portfolios in 2019, due to a significant in-
crease in investment in Ukraine's domestic government
bonds as a low-risk and high-yield asset. In 2019, hryvnia
DGBs were placed at 12-19% per annum.

The share of non-performing loans, starting in 2016,
gradually began to decline after reaching a record high. Ta-
ble 1 shows that in 2020 this figure was 41.0% of the total
loan portfolio. For comparison, in the second/third quarters
of 2017, the share of non-performing loans in Belarus was
13.7%, in Poland - 4.1% (Banking sector reform ...). Problems
in the domain of bank lending did not arise with the crisis in
early 2020 but accumulated over a long period of time (Dz-
yublyuk, 2020, p.39).

The quality of loans to individuals improved the most
due to the deployment of new lending. With regard to loans
to the corporate sector, the servicing of most non-per-
forming loans will never resume, and banks must speed up

Fig. 4. The ownership structure of assets of the banking system of Ukraine in 2013-2020, %
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Fig. 5. The number of structural divisions of banks in individual countries per 100 thousand adults in 2004-2020, units
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the ‘cleansing’ of balance sheets by selling and writing off
non-performing loans.

The vast majority of experts attributed the prospects of
improving the credit portfolio of Ukrainian banks to further
economic growth and credit expansion, but the quarantine
measures taken by the Ukrainian government call into ques-
tion this scenario of the banking sector. Moreover, the level
of credit expansion in Ukraine is extremely low (Fig. 7).

In the current situation, known as the 'Corona crisis',
banks cannot provide full lending to the economy, as the un-
certainty of the economic situation, restrictive government
quarantine measures, falling world markets, and the threat
of mass bankruptcies pose additional risks to the banking
system. Under such conditions, competition in the banking
market of Ukraine will intensify, and banks with an impec-
cable reputation will be able to attract more resources. The
suspension of lending will create additional threats to the ac-
tivities of small and medium-sized banks, which will find it in-
creasingly difficult to maintain an acceptable level of liquidity
and comply with regulatory requirements.

>—e
2012 2013 2014 2015 2016 2017 2018 2019 2020
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The financial result of banking sector activities, prof-
it or loss, allows assessing its performance. Profit is one of
the most important indicators, which is the material basis for
the further operation and determination of the rating in the
banking market. Maintaining it at a sufficient level is neces-
sary for banking institutions to attract new capital and allows
increasing the volume and improving the quality of services
offered, stimulates the improvement of operations, reducing
costs, and the development of banking technologies (Matvi-
enko, 2014, 169).

The dynamics of net profit (loss) of Ukrainian banks is
shown in Fig. 8.

In 2019, the banking sector received a record-breaking
profit of UAH 58.4 billion, of which UAH 32.6 billion is the
profit of the largest government-owned bank in Ukraine - JSC
CB PrivatBank. Thus, out of 75 solvent banks at the end of
2019, only 6 institutions were unprofitable, the total amount
of their losses amounted to UAH 0.2 billion. Contributions to
reserves for the year decreased to UAH 12.5 billion, which
was the lowest value in the last 10 years. Among the banks

Fig. 6. Changes in equity (passives) of Ukrainian banks in 2013-2020, billion UAH.
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Table 1. Dynamics of lending operations and the share of non-performing loans of Ukrainian banks in 2016-2020

Indicator 2016 2017 2018 2019 2020 | Changein
years
Lending operations, UAH billion: 1029.0 1090.9 1193.6 1097.6 1049.6 +20.6
non-performing loans, UAH billion 572.5 595.1 630.8 530.8 430.4 -142.1
share of non-performing loans,% 55.6 54.6 52.8 48.4 41.0 -14.6 g.p.
Loans to the corporate sector, UAH billion 847.1 892.9 959.6 847.3 795.4 -51.7
non-performing loans, UAH billion 472.7 500.3 535.8 456.1 371.2 -101.5
share of non-performing loans,% 55.8 56.0 55.8 53.8 46.7 -9.1g.p.
Loans to |nd|V|dizljr(sl)rjcllJuAdAnélll?:rLV|duaI entrepre- 157.4 174.4 2022 214.3 208.4 +51.0
non-performing loans, UAH billion 98.5 93.4 93.1 73.1 58.2 -40.3
share of non-performing loans, % 62.6 53.5 46.0 34.1 27.9 -34.7 g.p.
Interbank Ioan;,cgce)src])tssl’;:s l(J(j.::llttj)(i::::’10gncorrespondent 231 220 28.9 314 340 +10.9
non-performing loans, UAH billion 1.3 1.4 1.1 0.9 1.0 -0.3
share of non-performing loans,% 5.6 6.2 3.7 3.0 2.9 -2.7 g.p.
Loans to public authorities and local government
P bodies, UAH billion 8 1.4 1.5 2.9 4.7 11.7 +10.3
non-performing loans, UAH billion 0.01 0.01 0.8 0.7 0.0 -0.01
share of non-performing loans,% 0.7 0.7 29.2 14.5 0.0 -0.7 g.p.

Source: The National Bank of Ukraine (Supervision statistics of the..., 2021)

with significant contributions to the reserves were two gov-
ernment-owned banks and one bank with Russian capital
(Overview of the..., 2021).

In 2020, banks received UAH 41.3 billion net profit, which
is 29% less than for the same period last year. And out of 73
solvent banks, 65 banks were profitable and received a net
profit of UAH 47.7 billion, which covered the losses of 8 banks
totaling UAH 6.4 billion. At the same time, the profits of the
banking sector are very concentrated: JSC CB PrivatBank gen-
erated 61% of total profits (UAH 25.3 billion), and the five most
profitable banks - 89% of profits (Profit of the..., 2021).

It should be noted that a significant increase in the prof-
itability of the banking system was made possible by reduc-
ing contributions to reserves with a steady increase in inter-
est and commission income (Overview of the..., 2021).

Despite the positive dynamics of the majority of indica-
tors of the banking sector development in Ukraine, current
challenges can nullify all previous achievements. The con-
tinuation of quarantine measures together with the further
decline of world markets may destabilize the domestic econ-
omy, including the banking sector, especially in the terms of
legislative consolidation of some concessions for borrowers.

CONCLUSIONS

In the conditions of instability of the economic and polit-
ical environment, each bank is forced to operate under fierce
competition, low trust of potential and existing customers,
and increasing risks of liquidity and solvency. The experience

Fig. 7. Dynamics of loans to business entities and individuals in Ukraine in 2013-2020, % of GDP
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Fig. 8. Dynamics of the financial result of the Ukrainian banks in 2013-2020, UAH billion.
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of 2014-2016 has shown that external threats do not contrib-
ute to the development of banking institutions in response
to challenges, but, on the contrary, create barriers to the effi-
cient operation of banks and generate risks for the real sector
of the economy.

Thus, the main direction of preventing an unfavorable
scenario for the banking sector of Ukraine should be the cre-
ation of the Stabilization Fund, which will be used to support
the solvency of businesses and individuals, including partial
compensation of borrowers' loans, state-guaranteed lending
for strategically important projects. In turn, this will enable to
avoid the collapse of the banking system and additional costs
to maintain the solvency of systemically important banks.

It is also important to prevent further decline in the
trust of economic entities in the activities of banking insti-
tutions, as the outflow of time deposits from the banking

system and a significant concentration of demand deposits
will significantly affect bank liquidity. Therefore, the main ef-
forts of banks should be aimed at attracting long-term funds
from customers, both by providing customers with favorable
conditions and by using modern marketing techniques. Stra-
tegic guidelines for ensuring a sufficient level of liquidity of
the banking system by the state are the introduction of long-
term targeted refinancing under government development
programs and further reduction of interest rates on certifi-
cates of deposit, which will direct free bank funds into the
economy.

It should be noted that solving the problems of the
banking sector is possible only in combination with macro-fi-
nancial stabilization measures related to balancing budget
indicators, limiting inflation, and fluctuations in the hryvnia
exchange rate.
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Abstract. The starting point for economic policy analysis is the difference between what exists and what should exist. Therefore,
opinions (views) about what should be, can be used to assess the observed economic situation and development. It is possible to
come up with recommendations on how to avoid the differences between what exists and what should exist. In reality, we find
factual events that any person can check. There are also desirable events that go beyond such a check. It is on the basis of their
comparison that the content of both evaluations and recommendations is formed. Normative views express subjective desires, so
the result of the evaluation can not be considered "right" or "wrong". It is possible that the entity (or economic interest group) will
consider them acceptable or even reject them.

As a result of the significant increase in economic uncertainty in modern conditions, the complex presentation of the targeted
aspect of economic policy, as well as the substantial improvement of the degree of policy adaptability itself, taking into account the
requirements for ensuring the continuity of systemic long-term forecast work, are especially relevant.
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93Ld30Q0

0g0bomo  930bmdngnhn  dmbedégogen  gmggmmgal
0d goblbgoggdals (6o 960l s Go( b agmb) bogmdggmdy
gomndpgds, bmdgmai 96bgdmdl g3mbmdaznén 3bmigbgdal
3qbobgd gobommdg ©odgebrgdym dmbggbgdno mwbsbs ©d
BodhmoGng 3hmgbgdl Bmbab. bmgmbyy gohemEdy ©edys-
69373m0 dmbggbgdamn 3mwbs, abg godhmdbaga (bgomnén)
3bmEgbgdo sébbgdmmoal dgbobgd bdogdhné dgbgommgdems
bodmomgdnn  (memb  ©sbadgmgdsms gmbdon) gopdm-
08380, oBo@ma bojag ggodgb 3(0%0@03(4) 8353@3@36360)06.
0d d9dmbgggedn, o7 0bbgdmdl Ggammba dmgmgbgdn o
3bmEqbgda, GmImgdabogabsg bogds ©s33063980b dgbode-
dobo 39mals gmddntrgds, dodnb dgbadmgdgmas doo dqbobgd
3gbgonmgdems 3oedmhdgds. bosdabm 30 o7E0mgdgmas
0d0b ©aEggbs, 07 Gmdgm dmgmgbgdbs o dhmiqbgdl de-
Gob 0bbgomdl  d0dg8-dgoggmdtnga 3038060  (mdgmag
39qbodadgds d0dg8-dggamdboga 305d0bgdals dqbobgd sélg-
07 gobomEdg adyatgdnm mebsl vby mgmbamma sblbal
d3ogmmdal). gb bpgds 03 9gdmbgggada, bms szgnbggdsro,
bmgmbg dodgdop  dohbggmo  dmgmgbgdasb begsbemom
30898-390093m36030 ©Esdm300987mgd0l  baggydggmds (3o-
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3m098) 35390980 ©ab3gbal abgmo dmgmgbgoal dgbobgo,
Gmdmgdog 006b9390wbgb 07 B9dmmblgbgdnem dodgd-dgog-
300603 Eadm 30087 goslb 30bmbal doos 99bgoms. 53 gdnom
g0h3dnbHgd7mo Jgbgommgdgd, bmdgmas bhdddméedn de-
3mgboms 33emamgdal mmgaze ol ,om... od0b ..., 9d30-
Gonmo 3o0dmhdgdnbol dgbedmgdgmas obsomdpgamosdn
dmg009b Godhmodng dmgmgbgdmeb (gommdsbmeb). smbe-
b0dbognos, Gmd Hobdmpggbamo 33tmg30b gdadnzedy godmd-
3994693300 56sgbhm0 mgmbagm-dgomommmgegbo badbe-
do (Albert, 1954, 1963a, 1963b; Bedianashvili, 2013; Boehm,
1966; Boulding, 1962; Dahl, 1963; Gvelesiani & Bedianashvili,
2021; Gaprindashvili, 2017; Gvelesiani & Gogorishvili, 2014;
Gvelesiani, 2015, 2016, 2017a, 2017b, 2020a, 2020b; Hayek,
1979, 2003, 2004; Jonas, 1979; Mestmaecker, 1975; Myrdal,
1969; Popper, 1976; Streit, 1983, 2005).

33930 dggagoe

dmgmmgbome gbobgd Bgbgmmgdgonl sbbbabomgal smznemg-
0gmas, Gmd b dbmEgbo ®ebdadpggbhmo ©s dabasclbasbo
0gmb. ob7 0go s730mgdmo 1bes dmogsgogb Ggommosdn
26bg3mem demgmgboms 3gbobgd Jgbgommagdems Eobednmgdgdl.
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MIMENS, 830MOMDMB05 ©S LOLOIFIGMN 3B ML)

doma 3306070 Bobosblo doo Jubm Gobmms s 3gdmhdgde
196m 139008 39badmgdgmo, Gog 786® EoEs 833063900
©0 dmgmgbgdabs s 3bmigbgdal dogbga. o bamdeés abgm
bodmoEngdbe s dpgmdebgmdsdy, Gmdgmms popgmds bdn-
Go (Joghod obs gmggmmgal) gedmbagbmos, dogbgosogew
0dobs, ém3 dnd893-89093mdngn msbsdndggbmdnpeb godm-
dpnbodrg domn ahlgdmds mmznznén Fbs gmagamaym. G
399bgds a7b0d7mg39mm dgbg7mgdgdl, bmdgmoms 4330607~
o d93mhdgds dgdmgdgamos, ababo doo a3éam dowfggern o
69007600, G5 786™ Igho mmg0zndeE 3gbsdmem 3gpgan o
003306398500 domgmgbs 0dbgds Eadggdimo. mmgazndop dg-
badmm, 0330639800 30006 g06ms gadmboabgal bogmdggm-
89 gomndpgde 30bmbdmdngérgdnl dqbobgd dgbgommmgdgdo,
Gmdmgdag §dboob 3063397 bogbgb, Gmdgmdng dodoabe-
G gm3b godhmddngo g3mbmdagnho dmgmgbgde (Albert, 1963
b/76, 33.177).

9330607m0 obgmgs (gombogozndgds), gedmaygbgds
bmgmby 9366303006 360hgberde (Popper, 1976/2002,
33-39), Gmdmab bogmdggmdgz dgbadmgdgmas bgemmdals
3qbobgd dgbogbrgdal (sbpo 38y ©adyatgmma dgibogég-
00b) godnggbs abgmn v6eg330konma dg3bngbrgdabageb, -
3mboEss dogomomop, domgdadngs. 93mbmdnzgba mgmbns
bhobdgo goobggm 393boghgden séab fobdmoggbomo. dog-
63 0 dob bbgo bod1b930bdg0hyggmm 3g3bnghgdgdl Bggawme-
6930, 503dmhbEgos, Gm3 g3mbmdazghae mgmbaal d93qi36930b
bogobo — badmgamgo®ngn g3mbmdags — 39360 abgmo mogo-
b3 gd00 babosmpgds, bmdmgdag 9330bagmo Fatgmaal
(gomboggnnégdal) dmmbmgbadg matal mddel ggandmmagdb.
dobmomns, 93mbmdaggdh mgmbosdo sbbgdmma gd30bammo
B0boatbol bogmgdmdsl geboinsb, dogsd gb 0dols o6 bad-
bogh, Gmd motrggma Ggommonl 3gbobgd 89360 3gi3bngémma
398033030

gombogogndgdal  3gbsdmgdmmdal sbgmo dgdemmgs
306073000, 30000006 §3mbmdnzmn mgmbnal 393936930l
bogobo demazogh:

* 399mqdg09398L, Gmdmgdbe edésga dodebdndatr-
ojmop dmddgee 0bongon 9H®dobgmdy sbogbl.
©533306393m0bocmgal domn gogbmdnghgdal boogmd-
3900 3306 g bohamas bgmdabehzomdn. aéhq30689
©3dgoégmmn 0bpngaemho dmddggdgonl (go-
©3hy3900a9d900l) sbbbol 5dbgmgdls sée dbmmme
bd09ddhob dogér 3m@bol gdgbabe ©s dobo gsdem-
996900l 3bmzgbgdn, sbsdgE obog, G®3 dg3¢n God
h39bl  3bmdaghgdsde  gbhmaghmps3sgdabrgdnmoas
05030(3000);

* Joobgbop obammgol boddgh Bgzegmgbal dgmbyg
103Gag0 abgmo 73bmdo godhmdob ©edggdal om0-
™9dmmds(3, GmIgmo 0bngoeb o6 oggb gobmdo-
96907ma. dbgmas, 0gbgmgg, abgma nbpagammemy-
60 doddgrgdal gobbmbngmgds, Gmdgmog Goma
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39b60b3mdaghgdgdal ogameg Gompgbmdsdy po-
g30b0b g13malbbdmdl. bogdg ab obal, Gmd Esd3g06-
39890 bémmop 396 530bhbmmgdl 3gdmddgogonl
3960g960mm, 073330 gobmdaghgdm qgoghmgdl,
o3 0bvggbho gmdgem 3gbhoggbhogmbs ©s dogwo-
bogmoE 3o73bm30gh g Bodhmigddy;

*  93mbmdnznén dgbaghgdals 393936900l bogaba mo-
nhgbop Gogmos. 0go b 3030800 Hmgmb(
060303309000 336306 M43m0 g3mE OGO, s
bobghgde. oggweb gedmdpabatrg, dg3dmgdgmoas 0dals
fobobhoc godmzbmds, mm bmgméd Bgaggamgds bobyg-
dob 3033mgqbndmds. gb 0dab badbsgh, Gmd g3mbe-
dogn6 mgménsdo o6 mbes dmggmmegem abhmbay-
™o ,0Omdo J3gmgmo* s 9330éh0mmo dobssbboom
dpoEstn 39bmbgdal sébgdmdsl;

*  hodmmgmomo d0dg893000b godmdpabatg, g3mbem-
dognén mgmbaab 393930930l bogebo dbadhnznmop
397dmgdgmb beal 30bhbmmoahgdopn 94b3géndg-
bhgdal, 8bm 393936980l 3g36096H7m0 Igompgdals go-
dmygbgoab gbadmgdmmdsls. g30mbmdnzné mgmbas-
Jo 03330639090 ©d ©33063980b bogsbo gbm
dgto obpgbl gbhmdsbgmdg 33mddgmgdel, g0
Ladmbgdabdghyggamem dg3bogégogddo.

930060303760 dmgmgbgdal gebbadmgtedn dmbsfomg-

®3396 obgmn 0bbhophgde, Gmgmbagss badsbmema, dgme-

bbdgd9d0 ©o Pgbbggmamgdgdn. abobo gotzzgnmbomen Bom-
0396 ©d ofmbobhmtgdgh abpngammemmé  dmddgogdqel
©d 300 6ddpgbody dema 3ggagdal Hobobhac 3obdsqdals
bodmomgosbsg ggedmgggb. dmddgmgdal mogabnamgdaly dgd-
%Q:)‘UQOSO 05[)0003(5360 530(4)0(9 °8°%{]G 3083050353636, 0y
Gmdgmo dmddggds ob vbal obgatndgabsfggn. dmddgogdals
0030675330l s6bgdnm bedrghgddag 3o Jmdzggmos Hedébe-
30 dommmeEbgmo qbadmgdmmds, bmdgmmsgeb dmgo hgg-
bogal 36mdamas, Bmgo 30 73bmo.
930bmd0z76-mgmbonma 393936900 ©d oggweb gsdm-
dpobatrg 930mbmdnznéd-3mmoaezgbo dsbogal 3mebs, bobo-
smpgde: (1) 0bpngaal dogh mogabn di3g30b gogbmdagbgdama
dmhnggdem; (2) g3bmdngné 3bmgbda dmbsfommg bdngdhg-
00l 3600960 Jdg0g00b Fomdqboo 33omgdsmn 30d3mgdbon
oo (3) dmgdggonb bohogmmdbag d9dgi3bgder dgbadmgdemm-
doms Ihagamaghmabgdom, Gmdmgdag 0bbhiazegbe dg-
Bomommos. obbbalb gombogagaédgoal (933aébammo mobrym-
30l ) d3egmmdal mgombedbnboo gl badbogl, bmd:
*  1bd gog0mgomnbfobmo 306cmbdmdaghgdems bozmag-
dmdo;
* 3obbodmghmo hggmmahgdal gmbdgen (Habnga)
bogmgdow bondgpme. 8by dsmn 3gmggzgdal 3bmgbm-
%né)gbnb 'Hgbodqubgg)méo do@?)g Q)o?)oqpno 0 030(’9(*)8
abobo (banzgmgbe dgdmbgggadn) 33080 30bmbgdem
(Albert, 1957, 68) 9boos dngohbocmo;
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* o30mgdgmos gabbodogbhmma bgammabrgdal gem-
63330l I3dngop goadmpdgds. gb bpgds 0dab wabe-
©39600, 07 Gdpgbop 0bsbh1bgdgb Gggmmatgdal
m63q00 Eobadbhmgdel;

* 30bboggmbgdmmo 3gmdmegnbgdnm 1bos gsndagbml
96035bg00b0306 393mh3gomma, dgbedmhdgdgmo o
20O 3600 3973mh3dgdewa 3gbgomadgdn, mmzn
33L736b Mmog0Esb vg030mmm Emade(y b0 ©s dg(m-
(4)0(’90(4)3@0 aocggmagbo 330’)5073053(4)—30')@0@)053(4)
3000093900 g09800b 8303906 d000.

3060 5d0bo, 7bs gog00mg0mabhabma, Gmd dsbyedowmo-
3363@ an@n@gOgbbo o dom %gamjagg@gbob 303(47(*) ©0E0 dbnd-
3bgmmds 9badqos, 30pbg 8dedpg ngm domgdnmo (Hésmagame
93000303736 0gmb0gdda. Habbngol dmmagnzsbmeb 3ogdakn
3 mgambadbobom 30093 7abd® 30390

30boabbl dmzmgdnmo 89bgmgdgonl gob s gddnén-
™o 3973mhdgdepns 93mbmdnznéh-mgmbonma obbbal abgma
33Egmmdd, Gmdgma gmggmagzeéo 893mpdgdal dndséo dgm-
30mmB0m bobnampgds. 8dg3060 admznEgdnmgdal boggdgg-
o ab sbab, Gmd ,3603d3bgmmgebal” Igdemhdgedy 3égdqbBos
dbmmme 30dmmgdgdal dndobo sblgdmdb. wsbabhgbo ygg-
moggho agmgmo Ghgde (Ceteris-paribus-Clause). bogdg
b obob, bmd 83 bl (bmpgbog 30dmmgdsl gogemndgde)
bogds dmgmgbgdal g9 3n898-8gwggmdngn 30380k gdnsb
30bgqbgde. 8dobmeb, oby bbgmop ©o by bohammdbag ob
060l ababgmgdmmo ab dmgmgbgdo, Gmdmgdag 939w ©o-
boéBg689“ 393mddggob o dgbodmgdgmas, 30898log fobrdm-
0©39b@qb. 2bgo d0bmdgoda ,db0d3bgmmgeb Bgbgmadge-
89 3bghgbdas, bmdgmag hognygbgo gobenwdy edystgdnm
3oebobs ©d goghmdbag dmgmgbgdl Fembal gedmgmgbogm
30bbbg03980l, 3980m@nEma babosmabas.

Ceteris-paribus-Clause g3mbmdngzsda dg3boghmmo dm-
©gm0hgdobomgal babahggdmem dgmmEgho bodpemgdes, go-
booob dggdmgdgmos gggme g3mbmdnznén 3bhmngbomdals
dboabgo. 96bgd0mas ab, o7 bmgmé dmbpgos Ceteris-paribus-
Clause-ab gsdmygbgos. dabo sbadbymgdes, d98momb g3m-
630376 5gbmdgbmo 3qbobgd 3g-bozmagdew dobsobdlbnsba g~
bgenmgogoab Gomegbmds. Fa3tm dghng, ooy 3gdmdebamo
0gbgdo 938030760 3gwore, 0 goggragaco obbbo dgfigwg-
00. 9300 ®13000b 930300 B9800l Fbobémmm dagdeb.
dgbademgogmos
13303967360 (33mmoEgoabs s hm0ghmmdgdal dmogmgddg

Ceteris-paribus-Klause-ob  sbdocrgonm
1060l 0gds. dobo godmygbgdnm yommndpgds gbggmadoms
abgoa Hobobfodr goblodmghmma bobhgds, bmgmbages doge-
momoE, 3m3dmggbnbo 00dbab dmpgmo. 0go bodgemgdel
330dm3b, ™3 30b3bodrgéhgma 33mopal dmddgwgde - doge-
momsE, bmgmboges babgmdhogem dmmbmgbal 330mgdopmds

- 39bygbgdmmoE gsdmgn33mma. sbgmn dmogmo dgadmgde
303dm3099bmm, bmgmby g3mbmdagnd nhmaghoddgpgdems

339306 0bbhbndgbdn. bog dggbgds FdmommE 9306030 z7é-
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3mmo(hnzné ©ob3gbgdl, gb dmpgma domn dbmmm 398w~
©7m0 H30Egbm00 Hodmyamadgdalb badgemgosh ggedmyggh.
5333060 dmgmgdal gddntonmo 9dmfdgde gmdmagdgmas.
39bg7mgdgon, Gmdmgdbsg abobo dmopsggb, dogamamo,
33005(*)80535')0 30)@0@030[) 3mj33@360b ’33(93636%3» 83@—
bogmgdom ©adogghgogmo @abzgbol gozgmgdal bodgemgdal
330dmq3b. 93039 EOmL adoggbhgdmmdol 596 Hoobogmadls
7obogn0hgdeEmds. mgmbarmo 33mg30l mgembsdbabon
397dmgdgmos, ombosi d980momo Gompgbmdal dmgmg-
bg30bgob 83b(bsgadgonm, gd30bamem (dgdmpdgenl) dgbad-
™g0mmdal dngomhomo. 83sbmob, o6 aéal s730mgdgmo, w3
dmpgmdo dmigdnmo monmggmo dgbgommgds agmb sboge-
mboggogn®gdea. dobndom, dmpgma, Gmgmbyg dgbgonmg-
doma babgds, abgmo dabasdlbal mbs agmb, bmdgmag gadm-
0 g0obmsb Hbsomdoggmdsdn ngbgds. bdnbop baddg ggadsh
39360967m0 339306 (83636930l ) bobgbdmag dbmzgbaeb,
Gmdgmog 99db39¢03gb0g8b Mebygmal s sze3d0bgdmoas
Gmdgmody  930bmdnznédn  mgmbool  hadmgemndgdobosb.
3bgo 9dmbgggedn bgammdal 3qbobgd dgi360ghgdedn bapagm
bogombal sbbgdmdel 1bps ©aggmebbdma. ngo gadmoabsdgde
39360961 33m9398bs o JmEgmabgosdn bémmoso dgmbe-
60dm ,0g0m0ddob“ (Albert, 1963a/67) sbbgdmdada. sdbm-
36930b0g0b Eodoboboomgdgma v3bésdznal smzomgdmmds
93306070 dgbadmgdmmdal ob goatobhosl ggadmgab oo
a3 3ob 39333 gmog godmpgqde.

9330b07mop  dgdmhdgden  g3mbmdoggbo  Jmogmal
3943bs dbomm dadnbss dgbadmgdgma, bogs dgdmmonmos
39303m3bab 9dbdmogadm®op ©e3g00h398000, goghmbgdabs
©d 76000960 m3930b boEbgn. m7d3s g30bmdaznto dmpgmal
393mbgg3080 333560 bgmmgbibo 0dmmathgds ghmoa bérmmo-
oo gombogagahgdoa goésmalb bogdzgmdy 39mpgds. gb
30607000 03530 dgmdobrgmdl, Gmd gdbdmagadntem ©szg0éh-
390000 godhégoal ghommdmoage 393mddgrgde dbabbbgm
9300™30376 (330008 - dogamoms@, bomgabm dgmébgm-
0ab dogh bybbocmdy gohgmmo ©obobatggdn - adegg (33me-
©ob (byGbomab) ©obgdmmgdedn dgdmbgggam (33emamgdqel
Po6rdmdmadls. dgmérg dbbag, 30 3gmgds goésmn 0dab dgbabgs,
Gmd Bgz03mabals ggbdmogadm®on 3306398800 boopal
- dogamomop, bamgabm 3gm¢bgmdal 3gdmbagmal - Bés ob
393306930 - bybbomab wabgemmgdsda babhgdné 33mmemgdg-
ob 0fgg3L. babhgdné 3gmamgdgdda ngmamabbdgos dmmbmgbals
3600 7376900l bogbgddg o/sb gnggbal 3bm7dhgddy. o3

dmgmgbgdal boggmdggmdy smdsmmdnma dgbgommgdgde yo-
m0dEg0s, mmgdag 79désg0 0bongaeab J393989 ©o330639-
090b gdgatrgds. bobodgamgdn semdsmmdomn dgbgmmgdgdn
000mg3mo 0bogooalb 3930006 30 06 godmdababrgmal,
06039 0dg30¢0 393mbggggonl bodmemem dohggbgdgambl gaymd-
bgds. 9b 93mbmazybh-bshabhnznto dgmmpoas, Gooms boo-
30000 39300 366839hHég00 gobgde. bamzgmgbe dgdmbggge-
30, 030 0bgm&da3nol 3goh3mal 0388, 07 EbHMmab gohz3gmm
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0bhgérgomda Go smdsmmdam sbhal dmbagmmpbgma bgodiges
bogohongg dogmgbadg (bmgmb dog., dmmbmgbal (3gemo-
™g00b booopg s0bbbgds gdmbogmoal 33emamgdal dodatrom
gmob(hozg6mo00 ). gb 0dsb bodbsgh, md gadhmddagew sblg-
7 dmgmgbgdlo o 393730398mma 3bmgbmdal bogmdggmdy
dmgdnm deogmgbgdl Jembal goblbgoggde omzamagdmop ob
oh393b sbgma 3bmgbmBal Matagmasl. 8dsgg EbH®L bagabms
3900bbdgds 0dedg, 07 G Bmdal gobbbgaggoss (gowabggges)
©obad3930, GmImal Esbwgg30L Fgdmbgggedn smzomgdgmo
3obgds 9335393 7m0 36mzbmBals obrgmazs.

89dmmbligbgdmmo goblbgoggdal dndsbo bdabo ool 3o-
3m093300b 9d30éb0mmo 39dmhdganl 786H7bggmymas. 89dq;-
b930b bogsbmeb 3033069000 (ngmmoalbbdgds badmgawmgde
©d 930bmdogs, Loy 3mb3bgham g0moebgdedn gqdbdgbady-
60360[) Bo@o&)gbo doqp%g dEngno o boranran) 030 obb@&odeooo
©o bbgs séaggghn. s3bhbogzns 30 o7E0mgdgmas, Goms dgbg-
733000 3h030maghm3bgds gob 3397w d0d8-3gg3mdtng
3939069889 3043060l o dmsfgbérngmb. sdafmd d0dmmgdg-
80l 9330é07ma dgdmpdgenl 53kmbggmymas 0dal dobgogoom
16d d99308gL - 5h0b o7 96d 0g0 ababmyma 308bab sEg350-
dmé0. 393936980b obobmma doBoba 30 obobbbgma dmgmgbg-
d0bo o 3bm3gbgdal mgabgdsms dobgpgam gabogds (gabogde
d08bol  360dgbgmmds). dmpgmals hozghoma  bydadhmtolb
©033930 3gbodmmos 3g9be30dgdmEqb dmzmggamnsh dozbhm-
9300™30316h  9bomndl. sbgem 3gdmbggzedag oPEnmgdgmas
Pbobhmdmdal gggme dmpgmal d0dsbror gotzggmem Habodo-
Gm3o0d gomgamabfobgds. 530l bodnbabdatbrms, dogamams,
0730 Pobobhmbmdal dmpgmoal bedwgthgdda Hodmgaggbge-
©00 303m093b, Gmdmab dobgogomsg 3s86al dmbahagmgqdl
960bsaé0 Jommabo 5930 gobgdal 3063bsdmghgm dmgmg-
6938 (6obozzobggmas gb sbobgomnbns). Gmwogbsg bagdg
9bgds gobhocrdmddbols bogomahem ©o gobasba domsmogdal
008383, dmbsfoemggda 20bbbgaggdnmow nmgemabhobgoqb
b3937maEnab 39p9393b. 07 eg73398m, Gmd yggmol gbhombe-
0b0 gobol dommabo og3b, 3530b hgqbb Habsdyg fobdmadmds
bo@goeno, é)meo 3«)553(4)360 abo&)ggbb Yool o6 o&bg&mbb
dmmmEnbdo gobbbgoggde. o3 dgdmbgggadn dmggdedg mbag-
bhodgdam, 3bmggbombommé 30b3mébgbgasl ghdgmgepnsb
39600080 Esdohgdemn sdggdgdal gatgdy shebsabn Bobbo
o6 9dbgdms. gb Hobdmdmops ombgeb: baghomp Godmd
3036 m39b B39319mabhgdn? (Streit, 1983b). Bmg dgdmbgggedn
Pbobhmdmdal o3 (hndalb dmpgmal gddatomma dgdmbdgds ob
330dm 3L 3mdmggb760 Jmmmpabal oébgmagal badsdl. 0dogg
©hmb bozgmgge dmgmgbobs s g3mbmdazgba sbomodals bo-
836980l 300 doab(z GBgds bagggdgmoasba 9330, md bogdg
330936 dmb39b9800 0bbbabmob, HmImal Esobedjmgds dmagén
89dmddggdal dgmbg godhmbgdobgeb sdbibogodgdal g8
bpgdo.

930bm30336h0 mgmbogdn Bmgzgb dobbl obs debym
™mmgozol 30bmbgdmsb gobownsb, vbedg gddnbonmoposg,
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bogs bogdg gbgde Ggemmdsda domn dg3bagbamo 309096~
B0g80b“ (3gbgmmgdems) Eabsdnmgdel. dgmég dbbag, bogds
0dob a3mb3hghgds, Gmd 93306H07mn 3gdmhdgonb dnsboa bbgs
0h0q396h00, 07 0bs gambogazadgdal dgomeal 3admygbgdals
106hgmgob dgEgmemds. 5dab gsdm sogamo odgb gddatomnmo
393mp3gd0b gm3z1babrgdsl abgem dmgmgbgddy, Gmdgmms po-
©g™ds godmbaibrmas bogebogwgs dndgd-dggamdhnga 303~
doégdab dgbadmm mobadndpgghmdasb. gb 8339 b® 0dslb
60dbogl, 6md Jmbpgds Bg3pmdgonl gotoaddbs 3édat0zm
030mbodk0boE.  gombogaznégdal dgmmalb  gadmygbgdals
3909300 3™0gmgdg00b 56bgdms badbaglh obo ndsl, bd 3g-
bodadabo 30dmmgds ob Eopsbhmtos, s6sdg 0dob, bmd g9é
30093 396 dmbpgds dabo atbgmae.

d9bademgogmos adab sd39083, ™3 gddnbomma dgdmp-
d900b0b 0g396¢)0 0bge dmgmgbgdls s 3bmzgbgddg gozgowgl,
Godmgdng bogebogpgze 306mbdmdngbgdgdam dabewmgd dgog-
3980 30bg31036900. sg0m0 Bgbadmgdgmos, sgbgmgg, Gmd
3bgmo dmgdgogonl mmgazem (39é0g0306930bsl) dbggg-
™mm300b godmggéhhgl gddnbamma gombagagagdal dgbad-
™g0mmdg30 s J3obo ©abzgbgon 3og039mmm. gb 30 bgml
37hymdl  mgdepgbo 3mBagnal  Bedmyomodgdel. dgméyg
dbbog, o7 3733930, G bagatenom 30898-3gpgzmdén-
30 303906900 3060, Jgbm domg dogorhggm dgbogbm
3bmghgbb, goog 0d dgdmbggzedn, Gogs sbbbal dgmmeal
3933l 39393098000, dmgngbon dodbabomgal mgbm 8g-
bogggéabos oo g330bomm dh303g07mgdems dagds, shedgo
gombognatgdol (93306H0mma Jobygmaal) 36abindal godm-
ggbgde.

Bogomam mbngg dgmmpl — bmgmb gddabonm Jobym-
g0l (ggommboggogndrgdsl), abg dggabgdaboomgal ©edabsbos-
0939m 9330607 mog0b7gmgdel — bméddsdommo dobssblo
5930, 30bs0sb 0baba 693m3gbs303b dmazaggb 0dal 3qbabgd
o

s bmgmb 1bps dngomhomn bgammdal 39babgd dgi3bo-
967 300bsb (933060mmo Jobygmaes );

* bHodgmo ohgndgbhgde ob bps gogomgsmabhobmo
0b()gbmo0gdhaére d93mpdgont (dgaebgdgdals) abeg-
691980006 godmdabobrg (Streit, 2003).

(3bo0d, 999006 56 gdmEbobrgmdl, Gmd gddnbomma
dgomEn 06 g30dmgsl dgommdal dgbabgd 3gi3bngbrmmo 3mo-
bob domgdab dgbadmgdmmdsl. FoGemmE 3908 gobomwoa,
6md 0go (d93bngbamo 3mebs) mbagg dgomonéae 3babindab
boggdggmBg doamhgge. bdagdhmén 3ggebgdal bgadhbomadg-
00 56 b0dbogh 0dob, m3 gbadmgdgmas dgagebgonweb adma-
3009390, 39360gGnma sbomoBals go3gmgde.

bodmgopme g3mbmdngné 3536096 9d90dn ©s gobbozmo-
©9300 930bmd0zné dmmodnzado dggbgdel mogalmamgde-
39 bdobop doatn Hobdmoggbs vd30. 83330600 gonggddmds
19750mm 303806800 sbbbal d3pgmmosbosb. bogdg ab séab,
6o bodmgoEmgdhng-93mbmdnznh Ggommdsdy 330639
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000 30bmbdmdngéhgdems EaEggbalb gmggm Jzpgmmdsl dgqe-
bgdal boggmdggmdy Hotdmddboma bdagdphabo sbhggeba oo
0bhgbrgbo gobbodoghogl. dgbadmgdgmos oy sbs, Gmd g3m-
bm3dozab ggmbdinmbaégds dgaebgdabogeb megabmagema agmb?
03 300bg08g semdom Eads3dagmanmgdgm dobbl ggadmggl 3.
dogbooma (Myrdal/1969/1971, 33.13): ,309h9d0 dgabogbo
boEo 03930 (36909800 ©° mgmbagdse. dem 3ohgdy 30 33—
bogbmma dgbgomamgdgonl boggmoe Jombo sabognégdms.
gm39m0 393609670 bsdbmdn s0mgdmop dg0igegh 360~
mb7m gmgdgbpl. 296 30mbggde oo sabzel, 39dwmgy 30
domBg 3obbal gogdeb 1bos dg39300m0. Mmommggma dg30-
mb30 boagoémboqﬁn 53360 0503(’03[)0[) 308mbo@3oo. abobo oé-
bgdamo bbgs sboggbas, o oés 3ggebgdgdn”. dgmég dbéng,
bozgmggn 3bmdmgdal dgdgebgdmybo sbhggeba 0dmagamgg
bmpo godmbogbagh dgbogbmmo, bidagdhade 893mfdg-
oo obomnBal dgbadmgdmmdsl. dombgpogee odabs, 7bws
dmbgl domgdmmo 3993900l s vbo g3bogéal Sobmgbamo
3mBo0ab 3600370 gobbamgs, bmdgmdaz Bgbadmme 3ém-
dmgdal 86hg3089 0gmboml 3ggogmgbe.

3gmbrg 30713986 m0s Hobrdmadmds dodnb, bogs ob nmge-
mabfobgdgb 03 gobbbgoggdsl, mdgmo( 5ébgdmdl dgaebgdnm
©ab33690bs o badmgamgdng wabgdnmgdems bagdggmdg
26bgdmem dgbg7mgdgdl Bmbab. sdal gommgomabhobgdmmds
Po6308mdl Jembadhgdgdl, bmdmgdag gadmbobsgh gaebyg-
0980bs @s 93mbmdnznén dadbgdal dg3bagébmma gebbamgals
3qbadmgdmmdal. bobsdpgomgdo b dbomme dggsbgdem
©0b33690b, Gmgmb dgbogbmo 33emgg0b 30860l Hodemye-
™0d930b  gbgde. LedmgeEmgdbng mabgdgmadems dqbobgd
3gbgenmgdgon dggebgdoma  gobbamgopsb  sdbmmmhnbew
003075300 3bEs 0gmb. 0dgeb gsdmdwrboéry, g30bmdn3m-
60 3oaghnzab dg3bogébmma dbmghsds 83 baggbmda sbbgdmm
39930b9090m0b ©o303306 93000 3gndmgde d9dgabondrop @o-
30b360@gb:

*  Jqbadmgdgmos ggebgdems sblbs (1), domo mbmng-
600530 300907m930b d93dmhdgds (2), s 03 303d0-
bogngdnb 3bhmngbhmdgoségds (3), bmdmgdas pbm-
b bbgosbbgs dmbs3gzgmdn bbgopabbgs 2a703930b0
©o bodmgamgdgdnl dogéh gommadogds;

*  3990b93900, Bgbggmgdoms s sbogmadals dg-
©9300, 0dob0sb, ob o6l Fodmbogbrmo, Gmd qb
Jgbgonmgdgdn s dmddgogogdn bogebggdm d0dbno
gomndgdmpgl. 83 3gdmbgggedn bogdg gbgde swbrg-
bo@%g %gamjaggggbob 80%05[);

* Jgbadmgdgmos omafgéremb, sabbbslb s dmbogl ndals
3bmgbmdobrgds, om bmgmbns, ob bmgmba ngbgos

GOQ’)&UU@O 306’)0[)0 (22N 3‘(62’](30[) 33%0[)3600)0 d8330 ©o
800)0 U&)mngé)mjag@gbo
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00060390639 30639830 3mbmdnzmén gobndmgbhgmm-
00l 3b0dgbgmmgabo 3b ool dgoggee (Bedianashvili, 2021a,
2021b) 30bbag06gd7m sgdmemabmdsl adgbl hmgmég 930~
bmdoznén dmmoapnzab dodbmdbaga sbdgdhab 3mddmgdbmbo
Pobdmggbo (Bedianashvili, 1984; Gvelesiani&Bedianashvili,
2021), abg ogoom dmgmagynzal ssdhoEngédmdnl baéabbal oé-
bgdomn gomdzmdgbgds babhgdaba gébdgmgeasbo 3bmgbmdm-
o badndomgdab 9hygghmdnl 3861b390mygmaal dmmbemgbgsal
3omgomabhobgdoo (Bedianashvili, 2021). g3mbmdognto de-
madngol gmddatdo gobomgamabhobgdgmas J39¢bab gbdgm-
3000060 beognomnh-g3mbmdagndo  gobgomabrgdal  bhée-
h9300b  mog0bgdnhgdebo  (Bedianashvili, 2013), mobsdy
©o937dbgdmmn g3mbmdnzal gmédadgdabs s gobgnmatgdals
0obsdgbdmgg godmhgggqdn (Bedianashvili, 2018, 2021¢).

©ib3360

0360300, B396 g330dmns Bggebgdams dgbagbramo o-
©3960 o gosbomndgos, nbggg Gmgmé domn Hbmngbmpodm-
300907mg0900b dg3mhdgds. dogéred ©e7dggdgmas, abobo do-
30Bb0ma ,bhmE b ,33e6“ Bgagebgogdew. gb, Go mgds 1bws,
o6 godmbobogl 0dsl, b3 3360960 Bgndmgdes dobmgbrmo
dbal 339609l gob3399m beoréddatnma dmdagasl. sbggg o6
260l gadmbobnmo dg3bogbmma ggebgdomn dbggmmods b
303000 0> o bogodm godhgdal Bgbobgd. o bemddow dogo-
©g0m 0dob, b s730mgdgmos 0bhghbndogdhmden dgdmp-
dgds@n dggg0bgdomn dbzgmmdal (apgmmmgngdal) msgopsb
d30m0o, 35d0b 3300300 TbEs 33dmbogl goEbmdnghgdama
dgbgnmgdol dgggebgdoma bohoma (3gaebgdal (Hésbbdatrg-
5@)0050[) 30’)[)(’5)3@000). 808(4)08 Y 3mmbm35nb 83[)(4)3@350
doqp?)g d53qyoo 0dal 608(0, ébmd 33@)333@360[) 3@3835@)36[}
bdobro dga0b930b d08bom goygbgdm. ymggm 8gdmbgggedn
00336906 3360gbmma bobosma byma o6 gbaggds 0dals 3odm,
6m3 oo dgadmgde abgma 30635 0ggbgdwgl, 30b 3g3bngérmem
bogdnsbmdol 9fggs. dog®sd oé ab séals gadmbagbmma, ém3d
d93b0ghn, mog0bo 33mg3g0nEeb 3edmdpababyg, 3ob3gg7m
3930b93000 330398793980 bbgs sbgmagg dgbgommgdgdmeb
39006000 3g30m o 3bndgbgmmdal sbndgdgb.

39930b900b 3g360gbmmm EabedmMgdsl Ymggmmgal (3o0-
mmdEbgb. dogbod obhgblbidagdhador dgdmhdgdewa 3qi3bag-
G0 300hgbordal sbablbgdmdal gedem 0333060 3 mmds
bademmm dobbom dmsghogdmos. Eabedgmgdab ghm-ghmn
33gm®ds 03580 dpgmdobrgmdl, Gmd mabgdmmgdsms 7d7smm
P3omds (abiygogoembadda) d9dgbgonl fgstmpas dobbggema.
03039 990930 330930, GmEgb 3Eom™dgh bsdmgapmgddag bo-
bodwgnmgdg (3mgmgbgdlo o 3hm399387) 33063930l gdoom
dabo dobo E3mgmo ,06ba" 39039360b s 530l bagggdggmBy
Bodmagocmndmb dgaabgdgda (bagmbomadadn).
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Abstract. The article deals with the issues of property as a fundamental economic category of the system of economic
relations of societies. From the point of view of the methodology of analysis of property relations, economic and legal
aspects are differentiated. In particular, in the first case, relations between subjects are implied in the process of production,
distribution, exchange, and consumption of material goods (de facto), and in the second case, ownership (who owns what) (de
jure). The economy (its functioning) is based on the actions of objective economic laws, while the law is based on subjective
judgments and decisions. The privatization of property should not be an end in itself, but a way to effectively use the factors
of production, which ultimately ensures economic growth. No form of ownership leads to an automatic increase in efficiency
(the experience of post-Soviet reality has confirmed this). An analysis of the economics of crime and punishment is given.
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INTRODUCTION

Property, as a social phenomenon and property relation-
ship, always occupied the minds of people and defined their
actions for centuries (its analysis at the level of category, i.e.
relation, began as early as the seventeenth century: Francois
Quesnay (Quesnay, 1766) - The theory of the sacred prod-
uct, Victor Riqueti de Mirabeau (Mirabeau, 1901) - The role
of nature factor in the economy, Ann Robert Jacques Turgot
(Turgot, 1793) - How does the administrative system affect
the economy? Property as an interdisciplinary phenomenon
(the intersection of economics and law) received special at-
tention in the 1930s (Coase, R.H. (1937), The Nature of the
Firm. Economica. 4 (16) 386-405. DOI: 10.1111 /j.1468-0335.
1937.tb00002.x).

What is the difference between these two social scienc-
es in respect of property?

From the point of view of economic science - property
means the relations that result in the creation of material wealth,
its production, distribution, exchange, and consumption.

From the point of view of legal science, the following
construction takes place - appropriation, possession, dispos-
al, use. In other words, who owns what (legally registered,
documentary).

GLOBALIZATION AND BUSINESS Ne13, 2022

Another feature that helps to understand the difference
between the legal and economic aspects of the property is its
realization, that is, earning income from its use.

Law and Economics interact in many ways. Whereas pri-
vate Law assists individuals and groups who are willing to en-
ter into agreements in a free market, public law seeks to cor-
rect the outcomes of a free market system, using economic
and social regulation. Law and Economics mesh together two
of society’s fundamental social constructs into one subject,
allowing a multi-faceted study of significant problems which
exist in each subject.

Law and Economics began its synthesis as a discipline
through the theories of the Chicago School and received
guidance and influence from such pioneers as Guido Calabre-
si (The Future of ..., 2016) and Nobel Prize winners Ronald
Coase and Gary Becker. Richard Posner’s book “Economic
Analysis of Law” became one of the classic disciplines (Pos-
ner, 2011). Recently, other methods have moved to the fore,
including the Property rights approach, the Austrian School,
and the Neo-Institutionalist approach. Finally, the Public
Choice School with Nobel Prize winner James Buchanan as an
outstanding author focuses more specifically on the political
context of the Law-making process.

The essential features of the economic analysis of law in
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modern perception include a system for evaluating law and
its institutions through the categories of efficiency, rational-
ity, and expediency (Cooter, Ulen, 2012). At the same time,
in modern science, the economic analysis of law has two dif-
ferent meanings: on the one hand, it is defined as a method
of research and evaluation of legal activity, and on the other
hand, as a means of normative transformation. In general,
the economic analysis of law is aimed at modifying the legal
worldview, departing from the letter of the law, and is most
often positioned by its supporters as “the key to a better law”
in all legal systems.

The importance of the analysis of the above problems
is multiplied in the “transition period” in the economy. To-
day, after three decades since the beginning of the so-called
“transition period” from a centrally controlled economy to a
market economy, in the societies of countries that have made
such a transition (and there are 27 such countries with a pop-
ulation of almost 300 million people), the questions about the
correctness and effectiveness of the taken steps legitimately
arise. Therefore, there is a need for an objective assessment
of what we have received as a result of this socio-economic
transformation in the post-socialist states. It should be rec-
ognized that there is an objective need to develop a “theory
of the transition economy”, moreover, today we can already
talk about the “post-transition economy”. Today, the devel-
opment of such a theory in its significance can be compared
with the development of the main theories in its time, both
economic science and legal science (especially ownership
rights). In the article, the terms “transitional economy” and
“transformational economy” are used as synonyms, although
there is a certain difference between them - the “transitional
economy” refers to the movement from a centralized econ-
omy to a market economy, and “transformational” general-
ly means significant shifts in any societies and economies,
which took place in pre-capitalist formations as well.

One of the first capital studies on the transformation-
al economy is the work by Karl Polanyi (Karl Polanyi, 1944)
in which he studies the issues of Societies and Economic
Systems, Evolution of the Market, Government and Market
Economy, Social Change. The collective monographs (Islam
& Mandelbaum, 1993) and Edward Lazear (Lazear, 1995)
should also be noted. The first of them examines the transi-
tion from a planned economy to a market economy in Central
and Eastern Europe, as well as in the former USSR, and the
second one studies more specific issues (macroeconomics,
privatization, interstate and fiscal relations, foreign trade, in-
stitutional reforms, employment, and unemployment).

The economy of the “transition period” has several spe-
cific characteristics that distinguish it from economies that
are in a stationary state and develop on their basis. In par-
ticular, in a transition economy, new economic relations and
new institutions are emerging that replace the old ones. As a
result, new macro- and microeconomic patterns and trends,
social and political changes, and new content of economic
policy emerge. The search for intersection points and the
identification of the basics of constructive interaction be-
tween the institutions of economics and law is an urgent task
of economic and legal research. In general, it is correctly not-
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ed that the participants in social production act not only as
carriers of property relations, and production relations but
also as legal subjects.

The economy (its functioning) is based on the actions of
objective economic laws, while the law is based on subjective
judgments and decisions. In other words, in the first case, we
have a positive approach to the analysis of socio-economic
realities, and in the second, a normative one.

The economic and legal aspects of ownership:
unity and difference

Property is, firstly, an economic category that reflects
the relations between people regarding things, and second-
ly, a certain relationship that is subject to legal regulation.
Accordingly, the following contents of ownership are distin-
guished: economic and legal.

Economic theory tends to take the functioning of the
system of property and contract for granted and focuses on
the operation of the price mechanism (microeconomics).

The economic essence of property is built on the rela-
tionship between the subject (owner) and the object (prop-
erty). As a rule, the property is a property on which the pro-
duction process depends - economic resources, factors of
production. From the economic point of view, only such ob-
jects can be called property that is capable of either generat-
ing income for their owners or directly satisfying their needs.
The main forms of realization of property are possession,
disposal, and use.

The possession is understood as the actual possession
of the property, which implies the right to sell, grant, or be-
queath, as well as to destroy or dispose of this property.

The disposal implies the right to change a thing, rent it
out, or use it as collateral.

The use means the extraction of useful properties of the
object of property in the process of consumption or earning
of income.

All these three forms of realization of the property clear-
ly show how the economic and legal content of property are
interconnected and turn into each other.

The legal essence of property presupposes the rules of
property regulation generally accepted at the legislative lev-
el. Legal relations are the formally attached rights and obliga-
tions concerning the property, while economic relations are
the actual relations to the object of property (for example,
the costs of its maintenance, or the benefit from its use).

If the legal aspect corresponds to the categories of “ap-
propriation - disposal” or “possession”, then the economic
aspect of the relationship corresponds to the creation of
material wealth and its use (effectiveness). In the first case,
the main content is that the object of property belongs to
the subject (what to whom), de jure - to the state, a group
of persons, an individual (here we recall the postulate in the
well-known Coase Theorem: it is not so important how the
property is distributed, it is important that property rights
were recorded), in the second case - the economic one - the
main thing is the efficiency of using this object (what and
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how), de facto. In other words, for a lawyer, the form of be-
longing is important; belonging is more important for the
legal aspect than for the economic one, and for an econ-
omist - it’s content (getting benefits, income). Property in
the economy is social relations within the framework of own-
ership, separation, and redistribution of property objects.
The economic content of property is revealed through own-
ership, management, and control. The right of ownership is
a set of legal norms that fix the appropriation of things to
individuals and groups. Ownership is the actual possession of
the property. Use is the extraction of useful properties from
the property, such as income. That is why privatization, which
is the main means and form of ownership change, should not
become an end in itself during the transition to the market,
but only be its tool in creating an effective owner.

Property rights are the constructs in economics for
determining how a resource or economic good is used and
owned (Alchian, 2008). Resources can be owned by (and
hence be the property of) individuals, associations, collec-
tives, or governments (Alchian, 2008).

An important feature of property relations is the diver-
sity of its forms. Such an approach to the analysis of prop-
erty relations was characteristic of the so-called “perestroi-
ka period” of the late USSR. At the same time, all forms of
ownership were recognized as equivalent, and this seemed
almost an achievement in the theory of economic thought?!
Meanwhile, following the logic of the obligatory allocation of
a core in property relations, it must be recognized that the
dominant form of property relations in a transitional econ-
omy (as well as in a “post-transitional” one, by the way) are
private-property relations (in various forms of their manifes-
tation - joint-stock, group, individual) that lay the founda-
tions for future economies.

An important aspect of ownership is its connection to
the efficiency of production. None of the forms of ownership
automatically leads to an increase in the efficiency of the
economy (the results of post-Soviet privatization have con-
vinced us of this. It is necessary to have appropriate institu-
tions (a formal — the state institutions and an informal — the
social background, mentality, thinking, culture, religion, etc.),
which will promote the full realization of the potential of this
or that form of ownership.

Here we want to make a retrospective journey into
the history of the Georgian economy: along with economic
growth in Georgia, the replacement of the form of ownership
(public to private) had several specific aspects to consider in
assessing the place of private property, its scale of effective-
ness and dynamics.

First, the economic theory did not develop a unified
theoretical-conceptual model of such a transition in the early
1990s, when the process of systemic transformation into a
market economy began, with the criteria of fairness appli-
cable to the mass privatization of the means of production.
Everything was based on the weight of the local political forc-
es, the views, the opportunistic approaches to the current
situation, and the use of the method of “trial and error”.

Second, in contrast to Central and Eastern European
countries, the situation in Georgia, as in most post-Soviet
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countries, was much worse and more dramatic. The coun-
tries of Central and Eastern Europe needed only a change of
ownership, the denationalization in the conditions of main-
taining a unified economic organism, and the internal trans-
formation of property relations in it. In Georgia, the transfor-
mation of property relations took place in the qualitatively
new conditions of a total breakdown of old, traditional eco-
nomic ties and the formation of a new systemic unity. To take
an honest look, during the Soviet era the Georgian economy
did not exist as a united mechanism - it was a set of N enter-
prises located on the territory of Georgia, cooperating with
enterprises from other regions of the USSR outside Georgia.
According to the 1987 interbranch balance of production and
distribution of Georgian products, the total value of imports
and exports of products exceeded 130 percent of gross do-
mestic product (GDP). The cost of products exported abroad
by Georgian machine-building enterprises reached % of the
total output of these enterprises; almost 3/5 of Georgia’s im-
ports and export came to the Russian Federation.

The instantaneous breakdown of such connections
caused enormous damage to the economy, which in the
early 1990s alone had more than 100 enterprises and in-
dustries. Under the directive rule, Georgia was guaranteed
to receive raw materials and key markets, so diversifying
production under such conditions was even considered a
priority. But it was the breakdown of such binding ties that
showed the fragility of such an “advantage.” Georgia faced
the world economy head-to-head and it turned out that the
country had no high-demand assets, in fact, liquid goods
(for example, energy carriers such as Turkmenistan and
Azerbaijan). Georgian tea and citrus, which accounted for
9/10 of the total consumption of the USSR in the conditions
of the Soviet economic system, were swiftly substituted on
the Russian market. By 1994, the country’s gross domestic
product had fallen 3.9 times compared to 1988 (the best
year in terms of economic performance before the reform),
industry output had fallen six times or more, and the num-
ber of hired workers had fallen by 1.7 million people in the
same period, in the conditions of the reduction of the total
population of the country “only” by 400 thousand people;
the well-being of the population has been thrown back by
several decades.

Indeed, the duration of the economic downturn in
Georgia during the transition to a market economy was quite
long (about 71 months, from the fourth quarter of 1988 to
August 1994), while in the Baltic states, for example, it lasted
only 25-27 months and the cumulative economic decline was
23 percent. But we repeat: if not for private property-based
market relations, the Georgian economy would be in a much
more difficult, backward, unfavorable situation. It is the pri-
vate property economy of Georgia, thanks to the smooth and
efficient work of state institutions, that despite the global
economic crisis and the war with Russia (August 2008), the
country’s gross domestic product (GDP) in 2009 decreased
only by 3.9 percent compared to the previous year, while
in 2010 it exceeded the level of 2008 (by 2.1 percent) (data
based on data from the National Statistics Office of Georgia).

In general, the form of ownership, the private property
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should be considered as a necessary but insufficient condi-
tion for economic growth. The following factors are also to
be taken into account:

a) high motivation of the social forces of the society in
the economic results;

b) balancing all factors of production according to their
potential;

c) existence of relevant key markets, i.e. growth of de-
mand (competitiveness of the economy). Therefore, the eco-
nomic collapse in Georgia in the first half of the 1990s was
largely caused by the fact that the production profile adjust-
ed to the old paradigm was inconsistent with the free market
relations and economic ties; however surmounting the crisis
by the country in the shortest period has been stipulated by
the liberty of business and the liberal policy, which started
and is being implemented by the Georgian government fol-
lowing the recommendations of international economic and
financial institutions (IMF, World Bank).

The crime and punishment:
an economic approach

In this part of the article, we want to pay attention to the
economic aspect of crime and punishment, in other words,
to conduct some economic analysis of law. Note, insofar as
they are connected specifically with property, property re-
lations (we do not touch on intellectual property - this is a
separate subject of study).

In general, the disclosure of the economic approach to
crime and punishment once again confirms the relationship
between jurisprudence and economic disciplines, and only
in the interaction points of these two disciplines can one
achieve significant scientific and practical results, both in one
and another branch of science. In the words of the Nobel
laureate in economics Gary Becker, “the economic approach
is all-encompassing; it applies to all behavior”. Here, in our
opinion, one can also mean the behavioral logic of criminals,
although almost not studied by economists.

What do we understand by the economic content of
crime and punishment? This is, of course, first of all, the sta-
tistics of crimes recorded by the statistical divisions of gov-
ernment structures; behind the figures, there is a wide vari-
ety of crimes — from small ones to large criminal cases. So, it
is early to cherish hopes for the law-abiding population

Let us start with the crimes. First, it is well-known,
crimes are committed for several reasons: a pathological ad-
diction to perpetrate a crime (psychopathy); the second; the
second is kleptomania (a special disease for thieving); third —
economic malfeasance in office (corruption); and finally, the
fourth — economic caused by unemployment, lack of income,
low standard of living (incomes should at least be equal to
the subsistence minimum per person on average). For ex-
ample, in Georgia: the subsistence minimum for a man able
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to work in November 2021 was 223.7 GEL, and the average
monthly nominal salary was — 1328 GEL).

As for the expenditure, significant public and private
funds are spent on preventing and catching criminals. The op-
timal cost of law enforcement depends, among other things,
on the cost of catching violators and establishing their guilt,
on the type of punishment — for example, whether fines or
imprisonment are applied —and on the reaction of criminals to
changes in the law enforcement system. Thus, the conversa-
tion inevitably touches on issues related to penology (the sci-
ence of punishment) and other theories of criminal behavior.

Five types of relationships can be distinguished that give
an idea of the costs: 1) the number of offenses and the costs
associated with them; 2) the number of crimes and the se-
verity of punishment; 3) the number of crimes that ended in
the capture of criminals and the establishment of their guilt,
on the one hand, and budget expenditures for the mainte-
nance of the police and the judicial system, on the other; 4)
the number of crimes that ended in the capture of criminals
and the establishment of their guilt, and the costs of keeping
criminals in places of deprivation of liberty and for the imple-
mentation of punishment in other forms; 5) the number of
offenses and the costs of the private sector to ensure their
security and to detain criminals.

As for the punishment (economic aspect) — the costs
of maintaining the policy of criminal courts and lawyers in
criminal cases for the maintenance of correctional labor in-
stitutions at the expense of the budgets of all levels of pris-
ons. The costs of a criminal associated with various types of
punishments can be brought to a comparable form by con-
verting them into a monetary equivalent, where only fines
are directly-measured from all punishments. For example,
incarceration for a criminal is the discounted amount of lost
earnings plus how much he estimates his damage from im-
prisonment and life on a meager action.

Punishments affect not only criminals but also other
members of society: first of all, the family members of the
offender — after all, they lose part of their income due to the
absence of the guilty one of the family members.

The total cost of punishment for the whole society is the
sum of the cost of punishment for criminals and the gain or
loss associated with this punishment for the rest of society.
Fines are levied on offenders from the income of the rest of
society, which is equal to the loss of the offender minus the
cost of imposing a fine, so the cost of society in connection
with the fines is approximately zero, as it should be in the
case of a social transfer (Becker, 2003).

Generally, improvements in economic conditions, such
as lower unemployment and higher wages, play an important
role in reducing crime.

Finally, we emphasize that since societies develop dy-
namically, the economic and legal systems develop along
with them, and it is too early to make a final study of this
issue, so this issue will never be closed.
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Abstract. The article addresses the issues of ensuring the exchange rate stability of GEL - the national currency of our country and
effective management and regulation of public debt as well as attaches weight to the mechanisms for overcoming the challenges of
economic development in the country and to the selection and use of flexible tools.

The article highlights the efforts of the leaders of the government and the National Bank of the country in developing and
implementing the optimal macroeconomic policies, as well as in maintaining monetary policy stability and achieving sustainable
economic development. Factors influencing both effective nominal and real exchange rates as well as government domestic and
external debt are also assessed at different time intervals. Thus, the purpose of this article is to identify the issues related to the
management and regulation of public debt based on the analysis of the dynamics and structure of public debt of Georgia, as well as to
study the factors that have a positive and negative effect on them. This article aims to identify the issues related to the management
and regulation of public debt obligations, on the basis of public debt sustainability analysis. The article, on the basis of statistical data,
analyzes the dynamics and structure of public debt in 2010-2020. The problematic issues in the financial and monetary system are also
identified and their determinants are investigated. Recommendations have been developed to reduce the debt burden and overcome
the negative consequences caused by them.

Based on the analysis of the economic situation in Georgia and the dynamics of the exchange rate, the recommendations for
stabilizing the exchange rate of the financial sector, effective management of public debt and achieving sustainable economic growth
have been developed in this article. Subject and object of research. The subject of the article's research is to identify problems related to
the fluctuation of the Georgian national currency exchange rate and public debt regulation. While the object of the article is monetary
policy that have been developed and implemented by the National Bank of Georgia and the Ministry of Finance of Georgia.

Research methods. Relevant scientific literature as well as statistical data from the National Bank of Georgia, the Ministry of
Finance and the National Statistics Office of Georgia were found at the initial stage of the research. In addition, the studies and articles
by Georgian and foreign scholars on public debt issues and the materials of the International Monetary Fund were used.

The scientific value of the article. The article analyzes the dynamics and structure of the GEL exchange rate and public debt in
2010-2020 based on the statistical data of Geostat and the Ministry of Finance of Georgia. Problematic issues in the field of finance and
monetary-credit have been identified and their causes have been investigated. The recommendations have been developed to alleviate
the debt burden of Georgia and overcome the negative consequences caused by them.

Based on the analysis of the economic situation in Georgia and the dynamics of the GEL exchange rate, the article develops
recommendations for improving the financial sector, stabilizing the exchange rate and ensuring effective public debt management
and sustainable economic growth. It should also be noted that, the article addresses and assesses the approaches of the leaders of
Government of Georgia and the National Bank to ensuring the formation and improvement of a stable macroeconomic environment.
The role of monetary policy in ensuring the sustainable development of the economy is revealed. In addition, the mistakes in exchange
rate regulation and public debt management are also identified and assessed.

The article substantiates the crucial role of ensuring the stability of the GEL exchange rate in achieving economic growth. Besides,
reviewing the GEL exchange rate is important not only against the USD, but also against the currencies of other trading partner
countries. Accordingly, the paper, based on the statistical data, also analyzes the dynamics of changes in the GEL exchange rate against
the currencies of partner countries.

The article also analyzes the key factors affecting both effective nominal and real exchange rates, as well as domestic and external
debt at different time intervals.
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PROBLEMS OF PUBLIC DEBT MANAGEMENT

The state, while performing its functions, often finds it-
self in a situation where financial resources are not sufficient
to accomplish the set goals and objectives. In such circum-
stances, in order to cover the budget deficit and state expen-
ditures, the need to attract debt is on the agenda.

Government debt usually consists of external and do-
mestic debt, in which external debt is denominated in for-
eign currency and domestic debt is denominated in national
currency. It should also be emphasized that the credits that
countries attract from international financial institutions will
only enable the country to increase its economic growth rate
only if it is able to restructure its existing debt and use the
loan effectively.

The repayment period of the domestic debts for poor
countries is in most cases short, while the interest rate is
high. In addition, 80% of public debt is represented by the
soft loans. In the case of poor countries, interest rates differ
significantly from market rates.

In order to avoid increasing the public debt indefinitely
and creating difficulties for the country to repay it, it must be
systematically evaluated. For this purpose, the liquidity and
solvency ratios are used. Liquidity, for its part, means having
sufficient cash in the country after a certain period of time,
while solvency means ensuring high and stable growth rates
of the economy through effective management of borrowed
loans in order to repay liabilities on time.

In order to determine the value of public debt, its ratio
to budget revenues, to gross domestic product and exports
is also used. While the debt to gross domestic product ratio
(GDP) is the most important indicator.

According to the International Monetary Fund, in order
to maintain public debt sustainability, their ratio in devel-
oped countries should not exceed 60 percent of GDP, while in
developing countries it should not exceed 40-50 percent. The
above-mentioned gives us a notion of the amount of funds
generated by the country and its analysis allows for the de-
tection of fluctuations caused by external debt service.

In reference to the ratio of public debt to exports, it

should also be underlined that the funds borrowed for long-
term investments will not improve the situation at the initial
stage.

Significant conclusions can also be drawn from the anal-
ysis of servicing the public debt, through which the country's
solvency is assessed according to different periods. In addi-
tion, it is worthy to note that the longer the loan period, the
higher the degree of analysis error.

Furthermore, the country's solvency capabilities also
change over time. However, in the short term, this tool can
more or less accurately predict fluctuations caused by servic-
ing the debt in the economies of poor countries.

In order to ensure economic stability, the government
needs to develop a flexible debt management strategy.
Moreover, the government of the country must take into ac-
count the risks associated with taking on the external debt
from the very beginning, the foresight of which will guaran-
tee the fulfillment of the debt service obligations. Otherwise,
the country may be in an unfavorable position due to incor-
rect determination of interest rate on external debt, debt re-
payment period, adjustment of debt amount at the exchange
rate and debt burden adjustment issues.

An important aspect of the National Bank's activities
is the creation and proper management of international re-
serves, which is crucial during periods of crisis.

In general, the countries with a positive current account
balance are almost doubling their foreign exchange reserves
after moving to inflation targeting. However, for countries
like Georgia with a deficit current account, the only way to
accumulate reserves is to borrow, more than 90 percent of
which is denominated in foreign currency.

The above situation is referred to as "Original sin" when
in the international market countries are not allowed to bor-
row money in national currency.

It is also worth to mention that the ratio of short-term
external debt of the state to the international reserves pro-
vides us with the information on whether the country can
use its own reserves to meet its obligations.

Accordingly, in our point of view, financing the budget
using domestic securities has many advantages, In particular:

Structure and dynamics of public debt of Georgia in 2010-2020

Total Government Debt Dynamics for 2010-2020
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The Risks associated with currency exchange rate fluctu-
ations are reduced and servicing the domestic debt is not de-
pendent on exchange rate volatility. Consequently, its variabil-
ity does not increase costs and minimizes the risk of default;

Moreover, the less reliance on exchange rates allows
the government use currency exchange rates as a stabiliza-
tion mechanism during exogenous shocks and, consequently,
reduce both the fiscal impact and the risk of capital outflows.

As can be seen from the graph, the total government
debt of Georgia was growing dynamically from 2010 to 2020.
However, during the analysis period from 2010 to 2013,
the external government debt in the structure of the total
government debt was quite high, at 83.6-, 83.4-, 84.4- and
84.1-percent, respectively.

In 2014, the total government debt ratio decreased sig-
nificantly by 3.6 percentage points compared to the previ-
ous year and reaching 80.5 percent. In 2015-2016, the share
of external government debt remained at 82.7 percent. In
2017-2018, the share of the above-mentioned indicators
in the annual image decreased by 0.5 and 0.9 percentage
points, respectively. As for 2019-2020, the share of external
government debt was 79.1 percent.

It is also worthy to note that in 2010-2014, the domestic
government debt of Georgia accounted for 16.4- 16.6- 15.6-
15.9- and 19.5-percent of total debt.

While in 2015-2016, domestic debt in the total govern-
ment debt of Georgia was 17.3 and 17.3 percent, respectively.

In 2017, the domestic government debt of Georgia
amounted to 17.8 percent of the total debt. In 2018, this fig-
ure increased by 0.9 percentage points to 18.7 percent.

Additionally, it is noteworthy that both in 2019 and
2020, the domestic government debt of Georgia amounted
to 20.9 percent of total debt.

It should also be pointed out that in 2010-2020 the ex-
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Bilateral Creditors

ternal debt portfolio of the Government of Georgia is pre-
sented in the form of both multilateral and bilateral credi-
tors, as well as Eurobonds and guaranteed loans. Multilateral
lenders have the highest share in the portfolio of external
government debt.

As regards the structure of the domestic debt portfolio,
the latter includes both treasury securities, as well as govern-
ment bonds and loans from budget organizations.

As can be seen from the graph, the share of government
bonds in 2010-2012 was 62.3-56.5-52.6 percent, respective-
ly. From 2013 to 2020 inclusive the treasury securities and
budget loans accounted for the largest share of the domestic
government debt portfolio (54.6- 69.5- 75- 79.9- 83.7- 86.7-
90.4- 93.6 percent, respectively).

As Figure 4 illustrates, the portfolio of treasury securi-
ties includes 6-month, 12-month, 2-year, 5-year, and 10-year
securities.

Problems of public debt management

The state, while performing its functions, often finds it-
self in a situation where financial resources are not sufficient
to accomplish the set goals and objectives. In such circum-
stances, in order to cover the budget deficit and state expen-
ditures, the need to attract debt is on the agenda.

Government debt usually consists of external and do-
mestic debt, in which external debt is denominated in for-
eign currency and domestic debt is denominated in national
currency. It should also be emphasized that the credits that
countries attract from international financial institutions will
only enable the country to increase its economic growth rate
only if it is able to restructure its existing debt and use the
loan effectively.

Government External Debt Portfolio Dynamics for 2010-2020
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Government Domestic Debt Portfolio Dynamics for 2010-2020
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The repayment period of the domestic debts for poor
countries is in most cases short, while the interest rate is
high. In addition, 80% of public debt is represented by the
soft loans. In the case of poor countries, interest rates differ
significantly from market rates.

In order to avoid increasing the public debt indefinitely
and creating difficulties for the country to repay it, it must be
systematically evaluated. For this purpose, the liquidity and
solvency ratios are used. Liquidity, for its part, means having
sufficient cash in the country after a certain period of time,
while solvency means ensuring high and stable growth rates
of the economy through effective management of borrowed
loans in order to repay liabilities on time.

In order to determine the value of public debt, its ratio
to budget revenues, to gross domestic product and exports
is also used. While the debt to gross domestic product ratio
(GDP) is the most important indicator.

According to the International Monetary Fund, in order
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to maintain public debt sustainability, their ratio in devel-
oped countries should not exceed 60 percent of GDP, while in
developing countries it should not exceed 40-50 percent. The
above-mentioned gives us a notion of the amount of funds
generated by the country and its analysis allows for the de-
tection of fluctuations caused by external debt service.

In reference to the ratio of public debt to exports, it
should also be underlined that the funds borrowed for long-
term investments will not improve the situation at the initial
stage.

Significant conclusions can also be drawn from the anal-
ysis of servicing the public debt, through which the country's
solvency is assessed according to different periods. In addi-
tion, it is worthy to note that the longer the loan period, the
higher the degree of analysis error.

Furthermore, the country's solvency capabilities also
change over time. However, in the short term, this tool can
more or less accurately predict fluctuations caused by servic-
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ing the debt in the economies of poor countries.

In order to ensure economic stability, the government
needs to develop a flexible debt management strategy.
Moreover, the government of the country must take into ac-
count the risks associated with taking on the external debt
from the very beginning, the foresight of which will guaran-
tee the fulfillment of the debt service obligations. Otherwise,
the country may be in an unfavorable position due to incor-
rect determination of interest rate on external debt, debt re-
payment period, adjustment of debt amount at the exchange
rate and debt burden adjustment issues.

An important aspect of the National Bank's activities
is the creation and proper management of international re-
serves, which is crucial during periods of crisis.

In general, the countries with a positive current account
balance are almost doubling their foreign exchange reserves
after moving to inflation targeting. However, for countries
like Georgia with a deficit current account, the only way to
accumulate reserves is to borrow, more than 90 percent of
which is denominated in foreign currency.

The above situation is referred to as "Original sin" when
in the international market countries are not allowed to bor-
row money in national currency.

It is also worth to mention that the ratio of short-term
external debt of the state to the international reserves pro-
vides us with the information on whether the country can
use its own reserves to meet its obligations.

Accordingly, in our point of view, financing the budget
using domestic securities has many advantages, In particular:

e The Risks associated with currency exchange rate
fluctuations are reduced and servicing the domestic
debt is not dependent on exchange rate volatility.
Consequently, its variability does not increase costs

and minimizes the risk of default;

e Moreover, the less reliance on exchange rates al-
lows the government use currency exchange rates
as a stabilization mechanism during exogenous
shocks and, consequently, reduce both the fiscal
impact and the risk of capital outflows.

CONCLUSIONS AND RECOMMENDATIONS

One of the main long-term priorities of Georgia is to
achieve high rates of sustainable development and economic
growth. In view of the above, significant attention is given to
the proper management of public debt. Furthermore, both
the external debt and the investments financed by it appear
as a factor of economic growth only if the financial sector
and the economy acts in agreement or financial flows of a
short-term speculative nature are gradually becoming long-
term investments.

Additionally, debt burden, in the conditions of budget
deficit, forces the country to withdraw large amounts of lig-
uid funds from the market. As a result, interest rates and the
exchange rate increase while investment activity decreases.
If the government fails to raise funds from creditors, the Na-
tional Bank remains the only solution which in turn increases
the risk of inflation or reduces international monetary re-
serves (Chikviladze, 2018).

Consequently, the public debt management strategy is di-
rectly related to the macroeconomic and financial policy of the
country. Overall, the main goal of effective public debt manage-
ment is to bring economic and financial benefits to the country
with both external and domestic financing. And in order to avoid
the negative consequences of public debt, public debt manage-
ment should become a priority of macroeconomic policy.

REFERENCES:

Alloza, M., Cozmanca, B., Ferdinandusse, M., & Jacquinot, P. (2019). Fiscal Spillovers in a Monetary Union, European Central
Bank, Economic Bulletin, 1/20109.

Arce, O., Hurtado, S., & Thomas, C. (2016). Policy Spillovers and Synergies in a Monetary Union. International Journal of Cen-
tral Banking, 12 (3), 219-277.

Bakhtadze, L., & Danelia, S. (2017). Globalization and Modern Problems of Country Development. Global Business Research
Conference, 13-14 July, LIUC- Universita Cattaneo, Milan, Italy.

Bakhtadze, L., & Sartania, T. (2019). Trade Relations and Export Orientation Prospects of Georgia Economy on EU market. 11th
Economics & Finance Conference, Rome. https://www.iises.net/proceedings/11th-economics-finance-conference-rome/
table-of-content

Bakhtadze, L., & Tskhadadze, K. (2019). Problems of State Debt Management in Georgia. 11th Economics & Finance Confer-
ence, Rome. https://www.iises.net/proceedings/11th-economics-finance-conference-rome/table-of-content

Checherita, C., & Rother, P. (2012). The impact of High and Growing Government Debt on Economic Growth: An Empirical
Investigation for the Euro Area, European Economic Review, 56 (7), 1392—1405.

Clancy, D., Jacquinot, P., & Lozej, M (2016). Government Expenditure Composition and Fiscal Policy Spillovers in Small Open
Economies within a Monetary Union. Journal of Macroeconomics, 48, 305-—326.

Taylor, A. M. (2012). Global Financial Stability and the Lessons of History: a Review of Carmen M. Reinhart and Kenneth S.
Rogoff’s this Time is different: Eight Centuries of Financial Folly. Journal of Economic Literature, 50 (4), 1092—-1105.

34 3QMBIWNDBOBOS @O 303630 Nel3, 2022




3WM3dWNBOBNS VO 60B6IL0 Ne13, 2022 GLOBALIZATION AND BUSINESS Ne13, 2022

JEL Classification: B30, 047, P16.

VARIATIONS OF PRODUCTION FACTORS THEORY
JEMAL KHARITONASHVILI

Doctor of Economics, Associate Professor,

https://doi.org/10.35945/gb.2022.13.005

Ivane Javakhishvili Thilisi State University, Georgia
Jemal.Kharitonashvili@mail.ru
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Another French economist, Frédéric Bastiat, developed the theory of economic harmony. In this theory F. Bastiat sought
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INTRODUCTION

Mankind has suffered and continues to suffer from es-
sentially the same problems from its beginning to the pres-
ent. The forms of their manifestation were always different.
Therefore, the knowledge of the genetic interconnection be-
tween the various stages of historical development, the iden-
tification of mental-hereditary, cause-effect relationship, is
one of the topical theme in scientific historiography. This also
applies to the interconnectedness of theories of production
factors, which we will discuss in this article.

Materials and methods

Jean Baptiste Say developed the theory of three factors
of production. According to J. B. Say three factors participate
in the creation of the value of goods: labor, capital and land.
Labor creates wages; Capital — profit, benefit; the land — rent.
Each of these factors receives its own income for the service.
The worker receives a salary for his labor; capital owner —
profit, interest; landowner — rent.

Based on the three-factor theory of J. B. Say, another
French economist, Frédéric Bastiat (1801-1850), developed
the theory of economic harmonies. According to Bastiat, the
main thing is service for service. He presented society as an
exchange of services between different classes of society and
different individuals.

F. Bastiat considered service as a source of value. In his
view, "value is the ratio between two exchange services"
(Bell,1973, p.169). The capitalist provides services to the
worker by buying machinery, raw materials, and so on. The
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worker provides services to the capitalist by labor, services
are provided to other members of society by officials, cler-
gy, artists, musicians, etc. According to Bastiat, the service is
voluntary, and is beneficial to the whole society, because a
member of the society receives equal services for one type
of service, he saw economic harmony in this.

F. Bastiat considered exchange to be the basis of eco-
nomic harmonies first of all service exchange. F. Bastiat de-
fined service as the force, the tension that characterizes peo-
ple not only in the process of producing material wealth, but
also wherever service takes place. F. Bastiat argued against
the theory of labor value. He resolutely denied the connec-
tion between the creation of value theory and the produc-
tion of material wealth. F. Bastiat considered service or effort
as a source of value for goods. He determined value not by la-
bor but by the ratio between two different types of services.
F. Bastiat wrote in his book Economic Harmonies: If anyone,
from the provision that the price is determined by working
hours, explains why air is of no value and why diamonds are
of high value, | would burn my book (Bastiat,1896. p. 129).

In the 50s of the XX century, the Canadian engineer-tech-
nologist P. Monsarov extended the three-factor theory by J.B.
Say and developed the four-factor theory. In his view, the sci-
ence factor is overlooked in the three-factor theory.

P. Monsarov views science as the fourth, independent
factor of production. Moreover, he considers science as the
first factor. It offers a four-factor formula:

1. Science;
2. Capital;
3. Land;
4. Labor.
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However, the development of science and technology
plays a crucial role.

P. Monsarov believes that technical progress leads to si-
multaneous increases in wages and profits. He believes that
on the basis of the fourth, the main factor of production - the
development of science, incomes will be equalized, depro-
letarization will take place and a middle class will emerge
(Chavchavadze, 1987, pp.283-284).

The theory of factors of production is still widely used
today. A fifth factor was added to it - entrepreneurial habits.

Heckscher-Ohlin’s theory is spreading in the modern pe-
riod. It is widely used in the international division of labor.

Heckscher-Ohlin’s theory was developed by two Swed-
ish economists, Eli Heckscher and Bertil Ohlin. This theory
clearly indicates the interaction that is manifested between
the proportion of access to different factors of production in
different countries and the proportion of the use of factors in
the production of different goods. It is also called the theory
of the ratio of factors (Chanukvadze, 1969, 84). Heckcher-Olin
Theorem: A country exports goods in which its surplus factor
is used extensively (Chanukvadze, 1969, 85), while importing
goods produced by a meager factor. There are also some de-
viations from this formula.

Specifically, it turned out that the capital-saturated US,
which, according to Heckscher-Ohlin's theory, should export
capital-intensive goods and import labor-saturated ones. In
practice it is on the contrary. They exported labor-intensive
goods and imported capital-intensive goods.

In the 1950s of the 20th century, a study by Vasil Leon-
tiev, an American economist of Russian descent, showed that
in 1947, the United States, which was considered a capital-in-
tensive country, exported labor-intensive rather than capi-
tal-intensive products, although according to Heckscher-Oh-
lin, the result should have been the opposite. It turned out
that capital in the US was not the most redundant factor in
the post-World War Il period. More than that is cultivated
land and technical staff. Here Heckscher-Ohlin's theory was
proved: the US turned out to be a net exporter of goods, in
the production of which these factors are used extensively.

The paradoxical results obtained by V. Leontiev worried
both him and other economists. It turned out that in 1947
the US sold labor-intensive goods to other countries in ex-
change for capital-intensive goods. The basic parameter was
only 0.77. According to Heckscher-Ohlin's theory, it should
have been higher than 1.

Numerous studies have shown that two main conclu-
sions have been reached: The understanding of the availabil-
ity of factors and the intensity of their use has been signifi-
cantly improved. The first rejected Heckscher-Ohlin's theory.
The other supported him. Despite the differences in calcu-
lation techniques, all studies have largely confirmed the ex-
istence of Leontiev's paradox in the United States between
World War Il and the early 1970s (Krugman et al., 2017).

Subsequent studies have shown that capital is by no
means the most redundant factor in production in the Unit-
ed States. The first place belongs to the cultivated land and
the scientific-technical staff. The US is a net exporter of goods
that makes extensive use of these factors in full compliance
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with Heckscher-Ohlin's theory. However, calculations for 27
countries in 1987 showed that trade in 30 out of 100 coun-
tries went in the opposite direction to Heckscher-Ohlin's the-
ory (Krugman et al., 2017).

This is in general. The Americans will look after Ameri-
can business. Let's think about our case! How does our eco-
nomics fit into Heckscher-Ohlin's theory?

In today's world, some countries that have surplus raw
materials go through the international distribution of labor
as a raw material factor. For example, Azerbaijan mainly ex-
ports crude oil and gas.

Georgia has a relatively surplus factor - labor resourc-
es. Comparative is because there is no longer an appropriate
production base here and therefore labor resources are flow-
ing into emigration.

The risk of remaining unemployed in a structural trans-
formation society is high. So there is an incentive for self-in-
surance and one or two people from the family go abroad to
work.

Economic globalization, which creates a mobile popu-
lation in developing countries, plays an important role. Even
in highly developed countries there is a demand for services.
Migration processes are also generated by politics and hos-
tilities, which in turn create an influx of refugees. The work-
force goes to where wages are high. However, the demand
in the labor market of developed countries is for non-presti-
gious, dirty, harmful, hard work, which is avoided by the local
population (Google, Leontiev's Paradox, 8-9).

The solution is to create jobs. The government promis-
es to create tens of thousands of jobs; this is good. It would
be better for the business to create jobs as well. There is a
Georgian proverb: "If the mountain does not go to Amirani,
Amirani must go to the mountain".

Returnees from abroad have some experience in do-
ing business. | do not think they have accumulated enough
money and capital to set up large enterprises, but they can
create small and medium-sized enterprises. For reference,
in the "prehistoric era", i.e. during the developed socialism,
there were 700 large enterprises in Georgia, small and me-
dium-sized.

It is also interesting to revive the previous, local experi-
ence of entrepreneurship. Our society does not come straight
from the jungle. In Kakheti, there is even a shortage of labor
force for agricultural work, especially seasonal, if not unem-
ployment. Viticulture, fruit growing, horticulture are devel-
oping. For example, during the vine grafting season, a worker
is paid 70-80 GEL for 7 hours of work per day. In 2021, they
were paid 55 GEL per day for picking grapes and peaches. In
the vintage, the brigade was brought from Tsnori in Gurjaani
to pick grapes. The products they produce, wine, peaches,
watermelons, fresh and seed potatoes are quite expensive
and occupy an important place in the export segment of the
country.

Warning signals are heard from the government in the
direction of industrial revival and development. For example,
the composite parts of an aircraft made at the Thilisi Aviation
Plant are supplied to American Boeing aircraft. The energy
sector is developing. According to the Minister of Economy
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and Sustainable Development of Georgia Levan Davitashvili,
if investors are interested in the production of electric bat-
teries in Georgia, they will have maximum support. Priority
will be given to the Ministry of Economy for industrial invest-
ments that can employ quite a number of people and pro-
duce a product (Google, Leontiev's Paradox).

This is a new approach and is welcome, as until now the
priority field was agriculture. For the last 30 years, all hopes
have been based on foreign investment. Investments were
mainly used for infrastructure.

For reference, there is a Ministry of Economy and In-
dustry in Israel. By the way, the Israeli Minister of Econo-
my and Industry invested $ 50 million in 2017 to make the
above-mentioned composite parts when he arrived in Geor-
gia to participate in a cultural event marking the 70th anni-
versary of Israel’s founding.

Since we have touched upon the issue of industry, it must
also be said that if industry is not restored in Georgia, the
country will be in a "world rural state." "Price scissors" operate
on the world market. Industrial goods are sold at a monopoly
high price, while agricultural goods and resources are sold at a
monopoly low price. The difference is made by the maximum
profits that industrially developed countries meet.

The resources also include labor resources, which flow
from Georgia in the context of the Heckscher-Ohlin theory
as a surplus and cheap factor. With this labor resource it is
possible to produce labor-intensive and resource-intensive
goods and export them abroad. This will help increase the
trade balance, raise the exchange rate and increase overall
prosperity.

Today we do not have access to the formula established
5 centuries ago — “Achieving an active trade balance with
excessive exports”. A more effective formula was developed
about a century ago: “Withdrawal of capital takes prece-
dence over withdrawal of goods.”

According to the great Georgian public figure, scientist,
publicist, brilliant writer and poet llia Chavchavadze, tireless
work, hardworking people and the fair, correct use of the
wealth created by them could put a troubled Georgia on its
feet. In order to build a society that is economically viable, I.
Chavchavadze recognized the principle of compulsory labor
for everyone.

According to |. Chavchavadze, every person, no matter
what rank and quality he was, should look for and see the
true object of his life in labor and hard work. I. Chavchavadze
believed that the improvement of economic life, the regu-
lation of economic relations between the various classes,
the growth of the country's wealth, and the abundance of
wealth were of primary importance for the advancement of
the Georgian nation. It is therefore superfluous to talk about
the serious development of culture and the growth of the
spiritual wealth of the people. As one of the just and inex-
haustible sources of strengthening and enriching the nation,
I. Chavchavadze considered economic production (Chavcha-
vadze, 1987, 19).

I. Chavchavadze expressed great sorrow because the de-
velopment of our industry was following in the footsteps of
a turtle.

With regard to industry, we can add that in the above-men-
tioned “prehistoric era” in Georgia functioned: the Ministry of
Industry; the Ministry of Local Industry; the Ministry of Light
Industry; the Ministry of Food Industry; the Ministry of Meat
and Dairy Industry; the Ministry of Fish Industry; the Ministry
of Pharmaceutical Industry, etc. These structures were abol-
ished on the grounds of rationalization. It was considered
that many people worked in them! Society is for people and
in a pluralistic society the more people will be employed, the
more productive there will be. There will be no more over-
population. Many people mean many scientists, many engi-
neers, many workers (Mankiw, 2008, 538). With their proper
implementation, many economic problems in the society can
be solved by increasing productivity. China, for example, em-
ploys about 800 million people. China ranks second in the
world in terms of GDP, after the United States, and according
to the forecast, it will soon overtake it.

Such an approach is not only an expression of human-
ism, but also an increase in jobs and incomes, which will ex-
pand the domestic and foreign markets and will also facilitate
the sale of goods produced by the expulsion of the “invisible
hand” (private interests). The latter is a precondition for cri-
sis prevention, which will be followed by poverty alleviation,
reduction of crime and improvement of the quality of civili-
zation.
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Abstract. The role of agri-food trade in food security and agricultural development is substantiated in the article. There is
Assessed food trade challenges, export restrictions and import facilitation during the Covid-19 crisis. The paper examines the
changes in supply caused by various factors in the production sector in the agri-food sector, hypothesizing that food demand

is relatively stable financially, as well as during various crises.

The paper analyzes the views of scientists on the difficulties caused by the pandemic, on the basis of which two
development scenarios are formulated. Opportunities have been identified for the continuation of trade in agri-food products
between countries, and there is a reasonable view on the incentives for trade in these products in the short and long term.

In the process of research, through comparative analysis, the indicators of trade in agri-food products of Georgia in
the pre-pandemic (2018-2019) and post-pandemic (2020-2021) periods are grouped, positive and negative trade trends are
identified. At the same time, based on the results of the global financial crisis and the pandemic, an in-depth analysis of typical
and atypical crises has been conducted for the agri-food sector around the world and in Georgia.

Based on the results of the research, a matrix has been compiled to determine the growth and decline rates of trade in

agri-food products before and during the pandemic.

The paper draws conclusions and makes recommendations on food trade challenges and trade improvement measures

during the Covid-19 crisis.
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INTRODUCTION

International trade plays a special role in ensuring glob-
al food security and agricultural development. Trade in agri-
food products improves access to food, especially its role for
import-dependent countries. Based on the relevant statisti-
cal information on the Georgian economy, we can conclude
that a consumer model of the economy has been established
in the country (Papava, 2018).

Trade in food products helps to stabilize food prices,
making a wide variety of foods more accessible to consum-
ers (FAO, 2015). Revenues from agri-food exports are an
important source of funding for many developing countries
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(Schmidhuber & Qiao, 2020a). It can be argued that the food
trade and the global value chain are directly related to ag-
riculture and the economic development of countries (FAO,
2020d).

The crisis caused by the Covid-19 pandemic has had an
unprecedented impact on all costs of human life, with eco-
nomic and social impacts still continuing as the spread of the
disease is not over. In the conditions of this pandemic, we are
facing not a classical type, but a qualitatively new global eco-
nomic crisis, when its causes are not endogenous, but exog-
enous, i.e. when these causes are generated not in the econ-
omy, but provoked by a source outside the economy. Given
this factor, both the individual country and the world face the

41



https://doi.org/10.35945/gb.2022.13.006

ETER KHARAISHVILI | NINO LOBZHANIDZE

threat of a "The Coronomic crisis" in a different, atypical, new
term from the classic economic crisis (Papava, 2020).

Restrictions on pandemic spread have led to a deep
global economic recession, increased poverty, chronic food
insecurity, and stalled progress in recent decades. According-
ly, it has become relevant to study changes in the food trade
and assess the impact of Covid-19 on food trade (Vickers, Ali,
Zhuawu, Zimmermann, Attaallah, Dervisholli, 2020).

In Georgia, over the years, a negative trade balance of
trade in agri-food products has been formed. The pandemic
has changed this trend.

The study of trade balance trends due to pandemic fac-
tors in the field of trade in Georgian agri-food products has a
positive impact on the opportunities for improving trade and
economic development of agri-food products.

Research objective

The purpose of the study is a comparative analysis of
pandemic periods in the field of trade in Georgian agri-food
products, to identify the challenges of Covid-19 and develop
recommendations for ways to improve trade.

Research Methodology

The paper evaluates various research articles and
reviews on trade and export-import of agri-food products
under the Covid-19. Also, there are used reports published
by FAO, World Trade Organization and databases, websites of
relevant national and international organizations, also, data
of the Ministry of Environment and Agriculture of Georgia,
National Statistics Office. At the same time, the results of
the research conducted by the Organization for Economic
Cooperation and Development are analyzed on the example
of developing countries, as well as the results of the UN
Economic Commission’s research directly related to Georgia.

Expert methods of analysis, comparison, are used in the
research process. Based on the analysis of historical parallel
scenarios, a qualitative study has been conducted by exam-
ining typical and atypical crises. A matrix system was devel-
oped to show the trend of the trade balance of the pandemic
periods’ phases.

Literature review

In 2020, the spread of Covid-19 shocked the world
economy. A large proportion of experts believed that the
food crisis could have started in a short time, especially if
the global food supply chain had collapsed (Glauber et al.,
2020; UN, 2020). The efficient functioning of food markets
directly depends on the supply chain (Kharaishvili, Gechbaia,
Erkomaishvili, Lobzhanidze & Natsvlishvili, 2021). The first
wave of the Covid-19 pandemic in 2020 led to a deep global
economic recession and deepened chronic food insecurity in
many countries (FAQ, 2021).

It is noteworthy that even before the Covid-19 crisis,
food supplies were vulnerable, despite insurance, due to
climate and disease problems (Shonia, Nozadze, & Mush-
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kudiani, 2021). At the same time, food markets have histor-
ically been fragile due to various natural disasters and eco-
nomic shocks (oil crisis in the 1970s; spread of SARS, Ebola
virus, bird flu; swine fever epidemic; food crisis in 2006-2008,
etc.). For example, at the end of 2019, China, the largest pro-
ducer of pork (1/3 of the world market) and the largest ex-
porter, lost 37% of pork fat (Hamid, Yaseen, 2021); Ebola has
caused enormous damage to African countries in the produc-
tion, marketing and trade of agri-food products.

The current crisis caused by Covid-19 has changed
the food trade policy of governments. Changes in business
attitudes towards investment flows have changed (Shonia,
Mushkudiani, Siradze, 2022). In recent years, for many
agricultural sectors, this is the first time that product prices
have been affected by changes in demand rather than supply
changes caused by various factors in the manufacturing
sector (e.g., drought or cyclones) (Greenville, McGilvray, &
Black, 2020).

Studies on the impact of Covid-19 on trade in agri-food
products have largely analyzed GDP losses. It is also substan-
tiated that during the pandemic, the sale of products in the
agri-food sector became more difficult, significant challenges
were created due to road closures in the food supply chain,
consumers reduced the frequency of purchasing agricultural
products, declining incomes, changes in exports and imports
(Ben-xi, ZHANG, 2020), slowed down economic and social
development.

The spread of Covid-19 poses a serious threat to food
safety and the well-being of the population. Exacerbating the
problem is the fact that pandemic conditions have created
significant obstacles to food supply to both local and global
markets. To reduce the negative impact of the pandemic and
develop appropriate strategies, it is essential to ensure ac-
cess to food and price stability (Wasito, Hermawan, Mulyono,
Sirnawati, Sihombing, & Ratri, 2021).

The financial chaos caused by the pandemic has also in-
creased the risks of access to food. Disruptions and potential
problems in marketing, logistics, and commercial networks
have limited access to food in some parts of the world (FAO,
2020c). A study by the World Food Program showed that by
2020, Covid-19 would increase the number of people living
in poverty to 265 million. Also, a World Food Program study
found that Covid-19 contributes to a 14.3% increase in the
incidence of health and social security for children under 5
and middle-income families (WFP, 2020a).

Scientists believe that even if borders are closed, it is
necessary to continue trade in agri-food products between
countries, moreover, it is necessary to encourage trade in
these products in the short term (Headey et al., 2020). It is
no less important for countries to reduce export bans and im-
port taxes, as dramatic changes in food prices can be avoided
by reducing import tariffs due to low supply of small quanti-
ties of food (Headey et al. 2020). As a result, food protection-
ism should include a variety of taxes, tariffs, non-tariff barri-
ers and restrictions. However, the introduction of this policy
will lead to a difference between supply and demand, which
may contribute to a sharp rise in food prices in the medium
and long term.
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According to a 2021 report by the Organization for
Economic Cooperation and Development (OECD), the
agricultural and food sectors under the Covid-19 pandemic
experienced a significant supply chain disruption due to the
economic crisis caused by the pandemic and related lock-in
measures. However, due to the flexibility of manufacturers
and retailers in this sector and the rapid and wide-ranging
response of governments, the negative impact on outcomes
was not so large (OECD, 2021). As of October 2021, up to
800 events have been implemented by governments in 54
developed and developing countries. At least $ 157 billion
has been allocated to the agricultural sector to support these
measures, much of which has been spent on food aid (Gru-
ere, & Brooks, 2021) to prevent aggravated delays, absorb
supply and demand shocks, and accelerate recovery. By
2022, however, the impact of the Covid-19 pandemic on this
sector is projected to diminish, and policymakers will have
to shift costs to investments that can enhance the sector’s
resilience in the long run (AMIS, 2021).

As a result of the Georgian Farmers Association 2020
survey of farmers, Covid-19 Pandemic had a negative impact
on their activities in 2019-2020. A total of 175 farmers were
interviewed throughout Georgia. The majority of respon-
dents (80%) agree that prices for agricultural and food prod-
ucts have risen, which in turn has led to an increase in de-
mand. Despite the increased prices, 40% of respondents said
that they had to postpone loans on the condition of further
payment (Georgian Farmers Association, 2020). The 2020 re-
port of the UN Economic Commission also confirms that in
about 45% of small and medium-sized enterprises in Georgia,
incomes decreased significantly in 2019-2020 (UNECE, 2020).

Trade in agri-food products is an important instrument
for developing food markets (Kharaishvili, & Natsvlishvili,
2019). In addition, it is necessary to ensure the continuity
of the food supply chain (Kharaishvili, 2017) and to develop
marketing strategies (Kharaishvili, Gechbaia, & Mushkudiani,
2019).

The development of trade between countries has a pos-
itive impact on the welfare of the population and contributes

to improving the economic, cultural and political situation
between the countries (Kharaishvili, Gechbaia, Zviadadze,
Mushkudiani, & Tsilosani, 2021).

From the very beginning of the pandemic, the FAO not-
ed that small farmers would find it difficult to sell their prod-
uct, which in turn would reduce their income. However, the
problems caused by Covid-19 would significantly affect the
poorest and most vulnerable sections of the population and
access to food would be severely disrupted (FAO, 2019).

The global impact of the Covid-19 pandemic is widen-
ing daily. The pandemic blast has caused extreme insecurity
in the agricultural sector. It is therefore crucial to mobilize
all available instruments, institutions and stakeholders (FAO,
2020).

Trade in agricultural products poses certain challenges
to countries, especially developing ones, however, it also of-
fers significant opportunities to gain a niche in international
markets (Kharaishvili, Natsvlishvili, & Lazariashvili, 2020).

Pessimistic and Optimistic Development Scenarios

The views of scientists and researchers, as well as the
assessments of various international organizations on the
impact of Covid-19 on industries, including the food indus-
try, economic development, trade in food products can be
divided into two groups. Accordingly, we can consider two
scenarios for the development of the impact caused by the
pandemic:

Pessimistic scenario - The pandemic will have a direct
impact on agri-food Production growth and agri-food
trade, the negative economic and social consequences
will be substantial, visible and lasting for long term;
Optimistic scenario - The effects of the pandemic on
agri-food production growth, including trade in agri-
food products, will not be significant, the impact will
sometimes be neglected, and the export trade losses in
a number of developing countries will be small.

Figure 1. Forms "V", "U" and "L" of economic recovery according to the production growth in months
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Pessimistic scenario of economic development creat-
ed by the pandemic, according to which additional external
shocks will lead to less growth in global demand in the fu-
ture, including for agri-food products. In the medium term,
the pessimistic scenario implies the assumption that eco-
nomic recovery will be difficult to achieve and that produc-
tion potential will also be reduced. In case of a pessimistic
scenario in Georgia, the average real economic growth rate
in 2021-2024 will be 2.5% (Budget Office of the Parliament of
Georgia, 2021).

The second view follows an optimistic scenario of devel-
opment. In the medium term, the optimistic scenario implies
increased global demand and high economic growth. In case
of an optimistic scenario in Georgia, the average real growth
rate of the economy in 2021-2024 will be 7.2% (Budget Office
of the Parliament of Georgia, 2021).

It should also be noted that by 2020 there was an in-
formal consensus among analysts. According to them, the

crisis would have been mostly "U" or "L" shape, which means
incomplete and delayed recovery. Such expectations of re-
covery were mainly related to the 2008-2009 crisis analogue.
Nevertheless, current developments point to a much faster
recovery approaching the "V" shape. This type of recovery
indicates a significant increase in the second quarter of 2021,
both compared to 2020 (29.9%) and 2019 (12.7%). Conse-
quently, as the V-shaped recovery process progresses, the
economy will move closer to a long-term sustainable level
faster than was expected at the beginning of the pandemic
period (MOF, 2021) (see Figure 1).

According to our hypothesis, a pandemic in the trade of
food products in Georgia, despite a number of impediments
and restrictions, could not have a substantially negative im-
pact. Based on the above-mentioned, we studied the indica-
tors of trade in agri-food products of Georgia in the periods
before the pandemic (2018-2019) and after the pandem-
ic (2020-2021). We have taken into account that the trade

Figure 3. Value Added in Gross Domestic Product and Agriculture, 2006-2021, Billion GEL
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Figure 4. Foreign Direct Investment in Agriculture, Georgia, 2007-2021, Million USD
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rates are sometimes different in terms of quantity and value,
which leads to trading at different prices of products, often
at low prices. There was no significant difference in the study
periods in this regard, therefore, we presented trade in prod-
ucts in quantitative terms.

To prove our hypothesis, we used two approaches:

Qualitative - based on a comparison of typical and atyp-
ical economic crises;

Quantitative - Based on pre-pandemic and post-pan-
demic statistical comparative analysis.

On the one hand, based on a comparative analysis of
typical and atypical economic crises, we considered an ex-
ample of food demand sustainability observed during the
typical 2007-2008 global financial crisis. On the other hand,
we analyzed the consequences of the atypical economic cri-
sis caused by the pandemic, compared to the period before
the crisis, for the agricultural sector of Georgia (see Figure 2).

As the diagram shows, trade in agri-food products

has been stable over the years, despite the financial crisis
of 2007-2008 had a significant negative impact on global
growth. A similar conclusion can be made on the basis of a
comparative analysis of gross domestic product and value
added in agriculture in Georgia (see Figure 3).

Thus, the financial and coronomic crises are fundamen-
tally different from each other, but in terms of maintaining
the resilience of the agricultural sector in the light of the
crisis, the situation is similar. In particular, in the first year
there is a decrease in trade in agricultural products, and in
subsequent years, first with decreasing marginal returns, and
then increasing with increasing marginal returns. As in the
case of a typical crisis, for in-depth analysis, we measured the
changes in macroeconomic parameters in Georgia against
the background of these two types of crisis. It turned out
that the difference is fixed in the real data of foreign direct
investment. However, it should also be noted that the recent
2021 pandemic crisis has also seen an increase in foreign di-
rect investment in the agricultural sector, making it possible
to make optimistic forecasts, all the more so against the back-

Figure 5. Exports by major countries, 2018-2019, million USD
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Figure 6. Exports of major agri-food products, 2018-2019, million USD
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drop of economic growth forecast data (see Figure 4).

Thus, in contrast to the financial crisis, the current pe-
riod is a relatively complex and crisis involving all spheres
of public life. However, to confirm our hypothesis that the
above conclusion does not hinder the development of an op-
timistic scenario, we will analyze the indicators of trade in
agri-food products.

Pandemic showed that in 2019, 889.2 million USD worth
of agri-food products were exported from Georgia, which is
8% less compared to the same period in 2018. The analysis of
the indicators by countries revealed that Exports of agri-food
products to EU countries decreased in 2018-2019 (by 12%),
mainly due to the decrease in exports of alcoholic beverages
(see Figure 5).

The following positive trends were observed in the ex-
port of agri-food products: in the period before the pandem-
ic, exports increased the most in Russia, Belarus, Ukraine,
Saudi Arabia, China, Germany and Moldova. Exports of agri-
food products decreased to the following countries: Azerbai-
jan, Kazakhstan, Iran, Turkey, Spain, Uzbekistan, France, the
Netherlands, Peru and Austria.

The study of indicators by main export products showed
that if we do not take into account the export of cigarettes
and tobacco (mainly re-exports) in the export of agri-food
products from Georgia, in the pre-pandemic period the ex-
port of agri-food products increased by 3% (see Figure 6).

In terms of exports by products, the following positive

trends were noted: increased exports of wine, mineral and
fresh water, live sheep, citrus, tobacco, pears. Among the
negative trends, exports of cigarettes, mutton, live cattle, fish
oil and fishmeal decreased.

In 2019, agri-food products worth USD 1,251.7 million
were imported, which is 7.5% less than the same period in
2018. In 2018-2019, tobacco increased significantly; Import
of alcoholic beverages, citrus, frozen fish and meat and meat
food by-products, salted, dried or smoked. During the same
period, compared to other products, significantly reduced
cigarettes, ethyl alcohol, nuts (mainly pistachios), wheat,
Sugar and Copton and other solid waste (obtained by ex-
traction of soybean oil) Import.

Based on the comparative analysis of exports-imports in
2018-2019, as in previous years, the trade balance is negative
(see Figure 7).

In 2019, compared to the previous year, the negative
trade balance is reduced by 9.6%. Thus, in the run-up to the
pandemic (2018-2019) it should be noted that the negative
trade balance has decreased, however, in a separate param-
eter study we establish that both exports and imports have
decreased. Consequently, this positive trend is due to the de-
crease in imports.

As for the export-import data during the pandemic pe-
riod (2020-2021), in 2021 from Georgia exported to 1 143
Million USD of value Agri-food products , which is 21 % more
than 2020 in a similar way indicator. Countries analysis of

Figure 7. Trade balance of agri-food products, 2019, million USD
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Figure 8. Exports by major countries, 2020-2021, million USD
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trade figures for agri-food products by country has also
shown that exports to almost all countries have increased
(see Figure 8).

In 2021, agri -food of products basic export markets are
: Russia (386 million USD), EU (185.4 million USD), Ukraine
(108.5 million USD), Azerbaijan (108.1 million USD), Armenia
(88.4 million USD) and Belarus (34.9 million USD).

During the pandemic agri-food of products export of the
European Union in countries (by 14%) was increased, which
basically conditioned exports of hazelnuts, wine, mineral and
fresh waters’ increase. It should be noted that the companies
producing fresh and mineral waters in the period 2020-2021
tried their best to maintain product prices at the expense of
reducing the profit margin in the domestic market (Lobzha-
nidze, 2021). The following pros in the export direction trends
were revealed: in 2021, compared to the previous year agri-
food of products significant increases in the value of exports
were recorded in Russia ( 34%) , Armenia (64%) , Ukraine (
16%) , Italy (53%), Saudi Arabia ( 89%) and Azerbaijan ( 8%).

Among the negative trends in exports are: the pandem-
ic period agri-food of products significant decrease in export
value observed in Turkey and Kazakhstan (19%) and (10%,)
respectively.

Basic products according to the export figures in 2020-
2021 were as follows (see Figure 9).

Basic products According to the following pros of ex-
ports Trends revealed: Significant during the pandemic peri-
od Growth Wine (14%), non-alcoholic carbonated beverages
are mentioned (85%), exports of mineral and fresh water
(22%), nuts (mainly nuts) (26%), alcoholic beverages (18%)
and potatoes (16 times) .

In addition to the above products, in 2021, compared
to the previous year, exports of the following products in-
creased: peach and apple (35%), mandarine (19%), blue-
berries (49%), herbs (By 28%), tomatoes (58%), watermelon
(slightly), honey (recorded a record export - 657 thousand
USD, exports were made to 19 countries, including EU coun-
tries: France, Bulgaria, Czech Republic and Germany).

Negative noteworthy from the trends: Significant during
the pandemic period decrease, whatever Exports of fish oil,
butter, MRP frozen meat, fish meal, and frozen fish were ob-
served.

The following trends were observed in the import of
agri-food products: During the pandemic, the volume of im-
ports increased by 11 %. During the study period margarine,
chocolate products, cigarettes, sugar, tobacco substitutes
and wheat flour were significantly increased in the same
period, with other products relatively, that the import of
wheat, onions, frozen fish, apples and citrus was significantly
decreased.

Figure 9. Exports of basic products, 2020-2021, million USD
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Figure 10. Trade balance of agri-food products during the pandemic, 2021, million USD
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Judging by the trade balance of agri-food products, it
can be said that the negative trade balance is still maintained
(see Figure 10).

Pre-pandemic and pandemic periodic matrix analysis
revealed that despite the pandemic, a positive trend was ob-
served due to the 2021 data (see Table 1).

It should be noted that the negative balance of the trade
balance in agricultural products is characterized by a down-
ward trend. In 2021, compared to 2018, the negative balance
is almost 2 times lower, which is clearly seen in the diagram
based on the matrix (see Figure 11).

The development of this trend was somehow facilitated
by state support, companies operating in the Georgian mar-
ket were offered several types of benefits during the sepa-
rate waves of the pandemic in Georgia (Lobzhanidze, 2021).
Based on the order of the Government of Georgia (N185) of
March 23, 2020, the state allocated GEL 10 million to subsi-
dize the prices of imported products to ensure the stabiliza-
tion of prices for 9 agri-food products. These 9 products are:
pasta, rice, buckwheat, oil, sugar, wheat, wheat flour, milk
powder, beans. Of these, almost half (48.78%) of the subsidy
came from wheat (MOF, 2021).

CONCLUSIONS AND RECOMMENDATIONS

Despite the delivery chains challenges in agri-food
sector, especially in 2020 first half, most of the sector shocks
were easily eliminated. According to the OECD study, the

average total farm income for emerging economies was
increased in 2020 and the sector was the most productive
or least economically affected in a few countries. At the
same time, limited measures and regulations have affected
the food security of many low- and middle-income or
unemployed consumers.

In response to the Covid-19 pandemic and related
constraints, many governments have reacted swiftly to the
domino effect to maintain the functioning of agricultural
supply chains, including by designating agriculture and food
as essential sectors and easing trade restrictions to ensure
international cooperation.

Based on the analysis, the following recommendations
were developed:

e  Coordinated management of the problems caused
by the Covid-19 pandemic by the decision-makers
involved in the process - the medical sector, farm-
ers, business representatives, policy makers, con-
sumers, the community;

e The pandemic has revealed that the methods and
methodologies of analysis in economic science
need to be revised. This may include encouraging
trade digitalisation, developing rural health and in-
frastructure, regulating and restructuring the sup-
ply chain;

e The pandemic has shown that the agri-food sector
has been relatively resilient to the crisis, reducing
the risks associated with future expansion and ex-
port growth;

Table 1. Covid-19 pre-pandemic and during pandemic periodic matrix on the example of agri-food trade in Georgia,

2018-2021

Pre-pandemic
(2018-2019)

During the pandemic
(2020-2021)

Change in Export 7.95% 21.34%
Change in Import 7.54% ‘ 10.43%
Change in Balance 6.52% 27.82%

Compiled by the authors
Source: National Statistics Office of Georgia
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Figure 11. Balance of trade in agricultural products in Georgia, 2018-2021
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e The Covid-19 pandemic has most clearly identified scenarios and the optimal mobilization of economic
supply chain risks, therefore it is most noteworthy resources.
to review the supply chain in this sector;
e Development of services in accordance with inter- The Covid-19 pandemic underscored the urgency of the
national standards is necessary for long-term viabil-  agricultural and applied economics professions, creating a
ity in the food production sector; huge opportunity to make a substantial contribution to vital

e It is necessary to develop an economic develop- decisions. Thus, timely and effective cooperation in the face
ment plan to determine long-term results, even of a typical or atypical crisis is a kind of commitment to the
through the formulation of several development world community.
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INTRODUCTION ness before and after Covid-19, investors from all over the
world were also pushed:

Covid-19 global pandemic, also known as Coronomic

crisis (Papava, Charaia, 2020), has changed the global FDI pic- e To concentrate on unusual business circumstances;
ture, as well as the impact on different sectors of economy, e To consider the pandemic experience of last years;
especially in the service industry. The Coronomic crisis has e To reflect spontaneous governmental policies in
already caused a widespread economic crisis (Geller et al, general causing business restrictions;

2020), transforming from healthcare challenge, towards an e To study the changes in consumer behaviour relat-
»economic pandemic” (Riley, 2020) with disruptions in global ed towards Covid-19 reality;

supply chains, an extreme increase of public debts, a mass e To consider the factors of inflation and devaluation
increase of unemployment, unprecedented lockdowns, inno- of local currencies simultaneously;

vative restrictions on business and society and etc. (Papava, e To push towards more digitalization and etc.

Charaia, 2021). At the same time, the Russian-Ukrainian war

(Kirby, 2022) has put extra stress on investment making in These factors, in most cases, were hindering economic

the Eastern European Region and Georgia in particular.
Because of the change of standard ways of doing busi-
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activities, including international investments and trade,
leading towards recession in around 90 percent of countries
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worldwide in 2020 (Papava, Charaia, 2021), with the fragile
recovery in 2021 (Roubini, 2021) and probably significant
challenges for the next years as well. What is needed to over-
come at least from the financial point of view is not simply
more investments to inject, but also a better delivery sys-
tem (Miliband et al, 2021), as well as synergy in spending for
healthier global results.

On top of those issues mentioned above, the war factor
in the Eastern Europe puts an extra challenge for the markets
of those countries belonging to the region including Georgia.
Such ones could be:

e The factor of possible war theatre expansion to the
neighbouring countries (Soros, 2022);

e Economic deterioration of the Russian Federation
as a result of unprecedented international sanc-
tions (Ben-David, 2022);

e The damage for the region, including the monetary
consequences (Eichengreen, 2022), partial gap in
supply chains (Segal, 2022) and scarcity of specific
products (Puma, & Konar, 2022) and etc.;

e Risks of higher inflation than expected in the West-
ern countries and the predictions of much larger
inflation in Russia, affecting latest’s neighbouring
countries, including Georgia and the rest of the
world (lp, 2022);

e The risk of damaging Russia’s neighbouring devel-
oping countries (Ghosh, 2022), which became es-
pecially vulnerable after the war which followed the
Cornomic crisis.

Both Covid-19 and the war have the potential of signifi-
cantly weakening the economic potential of the East Euro-
pean region. However, on the other hand, a significant por-
tion of political, economic and also military support from the
West should not be underestimated as well. However, so far
it is hard to predict if the benefits will overcome the losses
(from the economic point of view) or vice versa.

Challenges on the Coronomic side

With Paul Krugman believing that weird times are call-
ing for weird economic thinking (Krugman, 2021), coronomic
crisis has overturned the whole economic order ever known
before, requesting new approaches both in SME and MNE
sectors (Zhan, 2020) and heating transition economies hard-
er than other regions (UNCTAD, 2020).

According to the World Investment Report (2020), glob-
al flows of FDI were significantly affected by the Covid-19
pandemic and fell down by around 40 percent in 2019, fol-
lowed by another 35 percent downturn, reaching - $1 trillion
or around 20 percent below the level achieved in 2009, im-
mediately after the global financial crisis of 2008 year.

With varying details in different regions, the ser-
vice sector investments, such as tourism and related in-
dustries and also new infrastructural projects, has been
heated significantly, with developing countries affected
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the most. Postponing progress for some time in the future.

Negative effects of Covid-19 hit FDI flows to the transi-
tion economies of South-East Europe, the Commonwealth of
the Independent States and Georgia tougher than markets in
most other regions. FDI decrease halved the previous year’s
results down to $24 billion, with around 70 percent decrease
for the Russian federation (UNCTAD, 2020).

FDI depended Georgia, which exports around half of
its exports by the companies with foreign investments, em-
ploys around 1/4 of its working power and etc. (Sikharulidze,
Charaia, 2018), has been affected by the Coronomic crisis
significantly. FDI outflow, which shows the strength of local
economy, has decreased by 12 times in 2020, down to $23
million (UNCTAD, 2021).

On the other hand, FDI inflow has shrunk by 57 percent,
down to $572 million (GEOSTAT, 2022) in 2020, around 15
percent below 2009, when the country was suffering from
the double disease: post-war period and global financial cri-
sis. The situation is dramatic, but from a positive point of
view, reinvestments for the same year made an unprecedent-
ed 87.5 percent.

Those results mentioned above are simultaneously sig-
nalling different issues, both positive and negative ones:

e  Foreign investors already familiar with Georgia do
trust this economy and its perspectives;

e  Foreign investors unfamiliar with Georgian econo-
my prefer to wait until better times to invest into
this market;

e Local companies with (beforehand) enough finan-
cial, technical, institutional and etc. competencies
are nowadays facing hard times and/or prefer to
postpone their investments, since the vast majority
of such businesses preferred to invest into neigh-
bouring countries, which nowadays are facing seri-
ous coronomic challenges.

On the structural side of in-flowed FDI picture is also
vague:

e Investments in the financial sector which usual-
ly used to be around 15 percent, has reached an
unprecedented 70 percent, 404 million in absolute
numbers;

e Investments in such service sectors as: transport,
construction, health and social work has decreased
by around 50 percent in average;

e Hotels and Tourism industry has suffered the most,
decreasing from positive $123.4 million in 2019, to
negative $249.5 million in 2020.

Of course, not all of those trends or at least not total-
ly were caused by Covid-19, but had significant links to this
global phenomenon.

Overall, because of coronomic crisis or issues around it,
Georgia occurred in a reality with:

e Decrease Foreign investments, both direct and indirect;
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e Significant increase in unemployment almost in all
areas of the economy;

e Higher public debt rate to GDP, exceeding interna-
tional standards and local regulations;

e Increased budget deficit which limited new pro-
grams from IFls;

e Increased inflation, especially increased priced on
medicine and food;

e Decreased salaries almost in all industries all over
the country;

e Different restrictions on economic activities, such
as the ban on specific industries, limiting working
hours and so on;

e Increased pressure on the state budget coming
from foreseen and unforeseen challenges of coro-
nomic crisis;

e Meaningless expenditures, for instance, paid for
vaccines, while the majority of society is not willing
to vaccinate because of conspiracy theories (Chara-
ia et al, 2020);

e Challenges in political and social stability, which
from time to time push the government to under-
take populistic decisions in some directions and etc.

After the critical 2020, foreign direct investments grow
more than two times in 2021, exceeding $1.15 billion. This
fact could be explained by strong messages from the Geor-
gian market that it stays on the right path of development,
despite the pandemic ambiguity and the second, trust of lo-
cal and foreign investors in the market with huge perspec-
tives unrealized so far.

To overcome a current (coronomic) crisis government
has to change the structure of its economic development,
moving from the dominantly service-oriented ones, toward
more local production-oriented ones (Stiglitz, 2021). And we
do believe that this should be the case for Georgia as well.
However, statistics show that this idea is neglected by in-
ternational investors globally (UNCTAD, 2021), as well as in

Georgia (diagram 1). Thus, making it possible to overcome
the crisis even without a dramatic shift in industries, however
putting it under even more stress for the future.

According to the official statistics import dependence in
Georgia is around 3-4 times higher than export, while a great
number of imported products are possible to produce locally,
not only for the local but also regional markets.

A great advantage for the Georgian market is its free
trade agreements (FTA) with the world’s biggest economies,
such as China, EU and others. This specific advantage could
be used not only for trade, but also investment attraction to
produce goods and services in Georgia and export them fur-
ther to different countries and regions with the favourable
free trade regimes or avoiding double taxing.

Cost of conflict and recommendations

To support the stable, inclusive and diversified econom-
ic development of the Georgian economy, it should constant-
ly maintain progressive reforms and closely cooperate with
its local and international associates, including partner coun-
tries, international organizations, business sector representa-
tives and etc. However, we see that the factor of peace, could
be at least no less important than, those legislative and glo-
balization aspects of business making. Russian aggression/
war in Ukraine (Allison, 2014) and war with Georgia in 2008,
are great examples.

Since the Georgian economy is closely interlinked with
the economies of Russia, Ukraine and also Belarus, all of
which are under huge stress nowadays, Georgia will also face
significant stress. Based on the official statistics:

e Georgia exported more than 14% of its goods to the
Russian market in 2021, while all those three coun-
tries were a market for more than 23% of total Geor-
gian exports (almost $1 billion) (GEOSTAT, 2022);

e Georgia was importing more than 10% of all foreign

Diagram 1. Amount of FDI (million USD) and the share of the Service sector (%)
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goods only from Russia, while all three countries
combined were reaching the 15% level ($1.5 billion)
in the previous to the war year (GEOSTAT, 2022);

e Georgia was receiving from 5 to 10 percent of its
foreign investments ($50-100 million) annually for
the last years, from the given three countries com-
bined, but dominantly from Russia (GEOSTAT, 2022);

e Georgia received 18% of its remittances from Rus-
sia (5411 million) and 4% from Ukraine ($93 million)
for the 2021 (NBG, 2022);

e Georgia received 19% in pre-pandemic 2019 (1.472
million trips) and 12% of its international visitor trips
(213 thousand) from Russia in 2021; for the same
years the number of Ukrainian trips to Georgia raised
from 3 to 8%,; Belarus from 1% to 3%. However, should
be noted that in 2021 Georgia received only 1.72 mil-
lion international visitor trips, while in pre-pandemic
2019 the result was 7.73 million (GNTA, 2022).

These numbers are clearly explaining the challeng-
es the Georgian economy will face because of the Russian
invasion into Ukraine, as a result of sanctions on Belarus,
unprecedented sanctions imposed on Russia and damaged
Ukrainian economy. It will be challenging for the Georgian
economy to face that economic hit, especially after the fight
with Covid-19. Georgia could face challenges not only in
trade, tourism and remittances, but the pressure on inflation
and exchange rate could become more severe. However, on
the other hand, US and EU support to Georgia is also strong,
which has a strength to decrease the stress level for Georgian
economy.

To provide state of the art reforms vital for Covid-19
and also post-Covid-19 realities, as well as considering the
war effect, Georgia should undertake a significant wave of
reforms, including but not limited to:

¢ Concentrating on the post-Covid-19 trends already
obvious from nowadays, for instance, such as digi-
talization;

e Improving educational system, including schools,
universities and professional education/training;

e  Popularization / active support for the jobs of the
future, already predicted by different international
organizations;

e Developing modern financial system, with a proper
balance between the banking sector, capital market,
fintech (Charaia et al, 2021) and other interested
players on the market;

e  Assisting business with the qualified labour force,
to minimize the supply and demand mismatches;

e Improving local infrastructure, including energy ef-
ficiency and security;

e Supporting export-oriented and import substitution
aiming local production in different areas;

e  Providing political stability and predictable legisla-
tive base, guaranteeing reforms according to the
best practices;
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e Support market diversification in terms of trade,
tourism and investments to guarantee a negligent
dependence on particular markets, especially on
Russia.

Georgia’s chance to overcome both the coronomic and
war challenges simultaneously is in forming reliable partner-
ships with the global players from all over the world, orient-
ed on mutual benefits and stability (Charaia, Lashkhi, 2020;
2021), supporting innovation and development (Benashvili,
2017; Shatakishvili, 2021), cooperation with the international
organizations and close allies in the West.

CONCLUSION

FDI motivations and their impact on service sector
during Covid-19 global pandemic in case of Georgia shows
that there are more challenges, than opportunities for the
given moment, but different prospects for creating a modern
economy.

Coronomic crisis has changed the decision-making pro-
cess of the business sector all over the world at large, but still
seeks for the best deals which country is able to offer and
there the need of reforms and modern approaches arise.

Georgian case, as an average representative of the de-
veloping world, with a small population and market oppor-
tunities, import and FDI depended economy, significantly in-
volved in globalization and thus affected by both, its positive
and negative impacts, has shown that global investors are
more careful with their investment decision nowadays.

Without significant reforms and modernization, devel-
oping countries like Georgia are doomed to failure, or at least
for freezing their progress.

Coronomics proved that the way some countries had
chosen before the pandemic (developing, service-oriented
and import depended consumer economy), will not work af-
ter the pandemic, however there is still much time for action
and reforms guaranteeing supplementary success, restored
reputation, increased attractiveness, social stability, sustain-
able and inclusive growth.

Trade, tourism, remittances and also investment num-
bers are clearly showing the level of challenge for the Geor-
gian economy, it will face because of the Russian invasion
into Ukraine, as a result of sanctions on Belarus, unprece-
dented sanctions imposed on Russia and damaged Ukrainian
economy.

It will be challenging for the Georgian economy to face
that new wave of economic hit, especially after the fight with
Covid-19. Along with the direct economic hits through trade,
tourism, remittances and investments, the inflation and ex-
change rate will become more vulnerable.

Georgia can stand strong against both the coronomic
and war challenges only through systematic reforms, sup-
porting innovation and close cooperation with the West and
international organizations.
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Abstract. Despite of the fact that expectations are different, generally, huge economic effects will be suffered by the countries
where there had been the highest indicator of spreading of Covid-19 registered, followed by the countries with the economics much
depended upon tourism, export of petroleum products and other goods, and finally the negative impact will be reflected on the
economics of their partner-countries. These are the key issues which will be analyzed in the present article.

The most serious damage was inflicted to the states where the pandemics had caused an extremely complicated situation
due to its spreading, and rather strict regulations had been enforced as a result of the stated. We talk about the states which are
significantly dependent upon the world trade, tourism, exports of goods and international funding. Despite of the fact that an extent
of the shock is different among regions all states with developing economics have their own weaknesses that had been worsen
much more by external shocks. In addition to the above-mentioned, interruption of school (auditory) education and poor availability
of the primary health care will expectedly have a long-termed negative impact on development of the human capital.

A forecast of the World Bank and world experts is based on assumptions that the recession caused by the pandemics will be
overcome, that negative global impacts will be weakened in the second half of the current year and destruction of financial markets
will be stopped. On their opinion, in the year of 2021 the development of the global economics will be restored and reach 4,2%
and in the leading economics it will amount to 3,9%. In the developing states the economics rise will be accelerated up to 4,6%. On
top of all, it is noteworthy, that the prospect is rather ambiguous and unclear against the background of existing negative risks. Last
year economics of the USA was decreased by 6.1%, economics of the European zone — by more than 9%. All this was resulted by the
epidemics which had a negative effect on business activities. In Japan, the economics was decreased as well and preventive activities
implemented in the state decreased economic activity by 6.1%.

From different viewpoints, the recession caused by the Covid-19 pandemics is unique and, probably, the deepest one.
According to the assessment made by Director of the Economics Development Prospects Researching Department of the World
Bank, current events have already caused unprecedented behavioral reviewing of the forecast of rise of the world economics that is
unprecedented from the standpoint of its speed and stridency.

The current crisis leaves behind a very deep trace and global problems; thus, the top challenge is overcoming health global and
more complicated economic state. Following this, the world community should integrate mutual efforts to obtain ways of restoration
of their economies in a maximally rapid and sustainable way to prevent increasing the poverty and non-employment rates.
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INTRODUCTION

Covid-19 (corona virus) has turned to be a rather com-
plicated challenge and serious danger not only for the world
health care system, but for the global economics as well. A
virus originated in Wuhan in November-December of 2019,
just in some months, transformed into the pandemics with
a focal negative impact on the world economics which is ir-
reversible. Definitely, it is very difficult to make a forecast on
the economic impacts caused by the pandemic process and
epidemic states existing in different countries from the view-
point of the global economics.
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In connection with the issue being under consideration,
too many works have already been published; they were ana-
lyzing the negative impact caused by the Covid-19 virus pan-
demics on the global economics. On top of all, it seems to be
a very complicated challenge and serious danger not only for
the world health care system, but for the global economics
as well. After the initial shock, researchers started analyzing
the results of the recession resulted by the pandemics more
actively. However, there is no exact information on the extent
of impact of these processes on the global economics, geo-
politics, social relations, and unemployment rate. Research-
es and reports conducted by international organizations give
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an inhomogeneous assessment of the pandemics’ impact on
the global economics.

Despite the fact that expectations are different, generally,
huge economic effects will be suffered by the countries where
there had been the highest indicator of spreading of Covid-19
registered, followed by the countries with the economics
much depended upon tourism, export of petroleum products
and other goods, and finally the negative impact will be re-
flected on the economics of their partner-countries. These are
the key issues which will be analyzed in the present article.

Impact of the coronavirus and key challenges

The Coronavirus pandemics and quarantine measures
implemented for its elimination turned to be dramatic and
horrifying for the global economics as a result of which it en-
tered into a deep recession. According to the World Bank,
global economics had been decreased by 5,2 % in 2020. It
is the deepest fall since the times of the Second World War
and is the most large-scaled decrease in quantity of products
per capita in majority of countries since the year of 1870.
The stated problem was discussed in the report of the World
Bank issued in June 2020.

Against the background of the huge shock having an ef-
fect on domestic (internal) supplies and demand, trade and
funds, economic activity was decreased by 7% in the states
with developed economics, and by 2,5% in the states with
developing economics last year. This is the first all-embrac-
ing recession in economics of this group within the last sixty
years at least. Income per capita was decreased by 3,6%, that
will drag millions of people in the uttermost poverty.

The most serious damage was inflicted to the states
where the pandemics had caused an extremely complicated
situation due to its spreading, and rather strict regulations
had been enforced as a result of the stated. We talk about
the states which are significantly dependent upon the world
trade, tourism, exports of goods and international funding.
Despite the fact that an extension of the shock is different
among regions, all states with developing economics have
their own weaknesses that had been worsen much more by
external shocks. In addition to the above-mentioned, inter-
ruption of school (auditory) education and poor availability
of the primary health care will expectedly have a long-termed
negative impact on development of the human capital. (Ge-
lashvili, 2017, 4).

A forecast of the World Bank and world experts is based
on assumptions that the recession caused by the pandem-
ics will be overcome, negative global impacts will be weak-
ened in the second half of the current year and destruction
of financial markets will be stopped. On their opinion, in the
year of 2021 development of the global economics will be
restored and reach 4,2%, and in the leading economics it will
amount to 3,9%. In the developing states the economics rise
will be accelerated up to 4,6%. On top of all, it is noteworthy,
that the prospect is rather ambiguous and unclear against
the background of existing negative risks; they include a
wide-spread pandemics that is connected with its third wave
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and new strains about which we obtain rather severe infor-
mation and it is difficult to believe to such forecasts. If the
events are developed according to the pessimistic scenario, a
definite part of experts will talk about trends of recession of
the world economics again (Gourinchas, 2020, 6).

Last year economics of the USA was decreased by 6.1%,
economics of the European zone — by more than 9%. All this
was resulted by the epidemics which had a negative effect on
business activities. In Japan, the economics was decreased
as well; preventive activities implemented in the state de-
creased economic activity by 6.1%.

From different viewpoints, the recession caused by the
Covid-19 pandemics is unique and, probably, the deepest
one. According to the assessment made by the Director of
the Economics Development Prospects Researching Depart-
ment of the World Bank, current events have already caused
unprecedented behavioral reviewing of the forecast of rise of
the world economics that is unprecedented from the stand-
point of its speed and stridency. “Proceeding from the past
experience, perhaps we should review the further decline of
our forecasts concerning economic rise that considers that
politicians probably had been ready for implementation of
additional measures to stimulate business activities”, - stated
Aihan Kose. A report of the World Bank under a title “Pros-
pects of the World Economics” has discussed and analyzed
key aspects of this historical economic shock. What is the ex-
tension of the recession caused by the Covid-19 pandemics,
what are the expected scenarios for economic development?
Short-termed forecasts of rates of the economic rise are char-
acterized with preternaturally high ambiguity and according-
ly alternative scenarios are being under consideration:

e What is the extension of aggravation of the pan-
demic impact by the informal economics? Probably, pan-
demics will have more malicious effect on health care sector
and economics of the states having informal economics. The
most severe outcome will be observed in life of citizens and
economics of poor countries;

e Macroeconomic results are unclear in separate re-
gions: each region has its own weaknesses, that make it vul-
nerable in front of the pandemics and the economic crisis
connected with it;

e A depth of horrifying impact of the pandemics on
trade, industrial and financial markets in the global industri-
al-commercial chain is an issue of great importance;

® Deep recession caused by the pandemic effect may
cause an abrupt decreasing of long-termed investments, ex-
hausting the human capital as a result of unemployment,
hindering the global trading and supply links;

e Low petroleum prices which are established by an
unprecedented decreasing the demand is not expected that
will relieve the pandemic outcomes, but to some extent, may
enhance economic restoration.

The pandemics underscored a necessity of responding
the health care and economic politics, including the global
collaboration to facilitate its impact. For the purpose of pro-
tection of vulnerable population and enhancing the state
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opportunities, prevention the similar events in future and
overcoming the events support of developed states and their
efforts made to neutralize the critical situations is rather im-
portant. Developing economics are especially vulnerable and
enforcing the health care system, settlement of informal eco-
nomics and limited social safety networks, implementation
of reforms to provide a strong and sustainable economic de-
velopment after the existing crisis are very essential.

Impact of the pandemics on the global economics

Implementation of additional stimulating measures
may be considered in the developing countries having suf-
ficient budgetary opportunities and able to attract funding
under favorable conditions in case of maintaining of results
of the pandemics. Implementation of such measures with-
out reinforcing the fiscal system is impossible. It is focal to
mobilize internal (domestic) resources, to increase efficiency
of spending of funds and providing transparency in the fiscal
and credit (loan) environment. Transparency of all financial
obligations of the Government, instruments of quasi-loans
and investments is one of the key precondition for formation
of an attractive investment climate.

According to regions the results caused by the pandem-
ics are as follows:

e Eastern Asia and Pacific Ocean — in 2020 economic
rise in the region was decreased to 0,5% that is the lowest
rate since the year of 1967; all this reflects the shocks con-
nected with the pandemics;

e Europe and Middle Asia — according to the forecast,
economics of the region was decreased by 4,7% and the re-
cession covered almost all countries of the region;

e Latin America and Caribbean Region — the horrify-
ing impact of the pandemics caused a deep decrease of eco-
nomic activities in the region, in 2020 — by 7,2%;

e Middle Eastern and Northern Africa — economic
activity was decreased by 4,2% that was caused by the pan-
demics and a situation on the petroleum markets;

e Asia—economic activity in the region was decreased
by 2,7% in 2020 as decreasing the consumption and restric-
tion of the service sector activity, future risks and unclear-
ness caused by the pandemics forced private investments to
decrease their activity;

e Africa — in 2020, economic activity was decreased
by 2.8% in the region that is the most abrupt decrease in the
history of the region.

In fact, we can make definite conclusions which are logical-
ly proceeding from current challenges and relevancy of activities
implemented by governments of different world countries.

First of all, it should be mentioned that, generally, in
February, a slow increase was observed in the Chinese eco-
nomic activity. According to the Blumberg, based on different
sources, by the end of February — beginning of March the Chi-
nese economics was operating at a normal level, - 65% and
75%. The economics managed to reimburse some losses in
production. Covid-19 global economic impact really exceeds
the SARS- epidemics of 2002-2003 in its scale (it was originat-
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ed in China as well). This, most particularly, was caused by
a current 20% share of the Chinese economics in the world
economics that significantly exceeds an indicator registered
in 2003 (Baldwin, 2020, 10).

Secondly, nowadays the Chinese economics is in closer
connection with other economics of the world than 10 or 20
years ago. For many countries China is:

e Important export market;

e Source of tourism;

e Supplier of intermediary commodity.

For years, area of international business has been disin-
tegrated and spread all over the world, China turned into the
world “factory”. For instance, the largest part of the consum-
er electronics (mobile telephones, notebooks, house holding
equipment) as well as automobile spare parts, raw materials for
definite medicines and other goods are manufactured in China.

Proceeding from the fact that the Chinese production
has been significantly slowed against the background of
explosion of the virus pandemics, too many goods are not
available for entrepreneurs of different states and business
is forced to continue its activity based on its own resourc-
es. The term of maintenance of deficiency in supply of these
goods probably will have a negative impact and lead to emp-
ty shelves; all this will be resulted in increasing of prices and
shortage of funds in the consumers’ pockets. On top of all,
it will suspend manufacturing process in factories using in-
termediary raw materials (goods) imported from China. To
summarize all this we should state that a chain of global val-
ues with a decisive role of China is abruptly interrupted due
to explosion of Covid-19 and negative economic results are
expecting all over the world, that currently has a place.

Despite of this, breaching the international trade caused
by the coronavirus, destructive results of the trading tension
and China may force international business to diversify pro-
duction in many countries, such as Thailand, Malaysia and
Vietnam. However, it should be mentioned that relevant ef-
fects will appear after passing a definite period of time.

Developing countries, especially in the region of South-
ern-Eastern Asia, are still suffering from the most negative
results of the virus epidemics. Majority of the Southern-East-
ern Asian countries are strongly dependent upon China and
they, in fact, are experiencing a risk of the wide-spread pan-
demics. In the Southern-Eastern Asia a high risk of spreading
the virus, on top of other issues, is connected with increasing
the density of population and poorly developed medical ser-
vice in comparison with majority of Western countries. For
instance, in the Southern-Eastern Asia an average number of
hospital beds and physicians per 1000 persons amounts to
0,7 and 1.5, accordingly, in comparison with the EU indicator,
- 5.6 and 3.6 (OECD, 2020,14).

Besides, developing countries oriented on export of raw
materials, such as Brazil (oil, soya, ironstone), Russia (petro-
leum products and gas), or Chili (copper) are suffering from
deficiency of incomes from export products, prices on major-
ity of goods have been significantly decreased due to explo-
sion of the virus.

Currencies of the developing countries are being under
pressure as well, as investors decrease risks of their invest-
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ment portfolio due to negative attitudes existing all over the
world, and, accordingly, they, to some extent, cut their share
in developing countries. Currency devaluation is a serious
problem because imported products became more expen-
sive (due to worsening the commercial (trading) conditions).
On top of all, currency loan service is significantly complicat-
ed that is problematic for such countries as Argentina, Turkey,
Ukraine, not to speak of our country in which this problem is
much more severe due to abrupt devaluation the national
currency. According to the world experts’ assumptions, it is
expected that a currency of developing countries and com-
modity prices will continue their fluctuations in the further
period that, definitely, is a result of a total negative influence
of Covid-19.

The epidemics which had been started in China created
very serious difficulties to all countries of the world where
Covid-19 had heavy outcomes and where a quantity of dis-
eased people was comparatively low. Here, the key impact
is represented by the China’s economic shock. For instance,
insufficient protection and fear of the virus forces people to
postpone their holidays and to avoid places of mass collec-
tion of people. Business cancels its activities, forbids travel-
ling of its employees. Accordingly, virus inflicted the hugest
damage to tourism and its related sectors: transport, air
flights and hospitality.

Financial instability is another rather serious challenge.
This, first of all, relates to the countries in which corpora-
tive credit level was quickly increasing (for example, United
States) or which were very unprotected (for instance, Italy).
In case if banks and other financial institutes significantly
worsen the quality of the credit portfolio, there is a danger
that the Covid-19 crisis will initiate a financial crisis. It is not
a part of risk scenario and it can be avoided if central banks
and governments will make necessary, proactive, sustainable

political resolutions. Analysts state that these resolutions, in
any case, should include targeted financial measures, for ex-
ample long-termed refinancing by central (national) banks of
relevant states.

CONCLUSION

Accordingly, it may be mentioned definitely, that the
world economics has already been in recession as an impact
of the coronavirus pandemics restricts the economic activity
and has a negative effect on it. There is no doubt that only
global and wide-spread struggle against the pandemics will
have a result. It is confirmed by majority of experts that sit-
uation may be controlled rapidly and influence of the virus
on the global economics will be essential, but short-termed,
as it used to be in case of the SARS virus appeared in 2003.
In the second quarter, economic rise will be stabilized if we
receive this scenario as a base like majority of analysts, an
impact on the global economic will be negative, but limited.
In addition to it, a key issue remained in the economic fore-
cast is a depth and duration of recession which should be
slowed significantly in 2021. Here, active assistance to the
health care sector and a struggle using epidemiological glob-
al vaccination is an issue of great importance that will give
a possibility to the states to facilitate regulations and to en-
able business to apply the whole potential of its resources.
The current crisis leaves behind a very deep trace and global
problems; thus, the top challenge is overcoming health glob-
al and more complicated economic state. Following this, the
world community should integrate mutual efforts to obtain
ways of restoration their economics in a maximally rapid
and sustainable way to prevent increasing the poverty and
non-employment rates.
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Abstract. In the first half of 2020, as a result of the spread of coronavirus in the world and the implementation of
preventive measures, the volume of production was sharply reduced, there were shortages in the supply of goods the service
sector was limited. Additional difficulties for Georgia and many other developing countries have been created by the sharp
decline in remittances from our citizens in other countries, which has become one of the reasons for the decline in retail trade.
Countries whose tourism accounts for a significant share of their economy have been particularly hard hit. In countries where
restrictions were delayed, more massive pandemic outbreaks occurred, with high mortality rates and severely restricted
business activities. As a result, unemployment and poverty rates have risen. After the "repulsion" of the first wave of the
virus, in many countries, including ours, there was a certain revival of the economy. However, this increased mobility has led
to an even more devastating second and subsequent waves of the virus and the world is currently fighting yet another wave.
The pandemic factor in Georgia, in parallel with the second, third and subsequent waves, was accompanied by an unstable
political situation. This has become an additional pressure and impacted the economic downturn and the devaluation of the
Georgian Lari.

As in the rest of the world, the coronavirus pandemic in Georgia has had a direct impact on human capital, with a
negative impact on education and human health. Unlike natural disasters, devastating effects of which on physical capital are
far greater than on human, the pandemic has left factories, plants, infrastructure intact, but has had an extremely negative
impact on human health, disrupting the learning process of pupils and students.

The closure of schools and colleges and the transition to distance learning have resulted in the loss of much of the school
year. A separate problem is the less efficiency of the distance learning process and the difficulties associated with knowledge
testing. At the same time, the current situation exacerbates the divergence between different social strata in terms of access
to full-fledged education.

Pandemic kills thousands of people. Many of those who recovered from the pandemic suffer from both health and
psychological problems. In the current situation the health sector is not given the full opportunity to deal with other diseases.
Once the pandemic is over, significant investments will need to be made in both education and healthcare.

The level of human capital development is an important factor for the economies of all countries. Differences between
countries in GDP by 10-30% are caused by differences in the level of human capital development. It is noteworthy that the
current shortcomings caused by the pandemic in the development of human capital will have a negative impact on many in
the coming years.

Since 2018, the World Bank has been implementing the Human Capital Development Project. Within the framework of
this project, a so-called The Human Capital Index (HCI) was developed, which shows the productivity of the next generation of
workers compared to the standard of complete education and perfect health. Due to the pandemic, this index has deteriorated
in all countries of the world, including Georgia.

KEYWORDS: COVID-19 PANDEMIC, TOURISM, HOTEL BUSINESS.

For citation: Kharkheli, M. (2022). The Impact of the Pandemic on Human Capital. Human Capital Index. Globalization and
Business. 13, 61-64. https://doi.org/10.35945/gb.2022.13.009

INTRODUCTION

Due to the Covid-19 pandemic, the world economy is
experiencing its deepest decline in the last eighty years. In
order to emphasize the importance of the economic crisis,
the term "coronomics" was created by combining the two
terms "corona" and "economics". The term refers to the sub-
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field of economic science that should study the impact of
the coronavirus pandemic on the economy (Papava, 2020).
Unlike the economic crisis of 2007-2009, the current crisis
did not emerge from the depths of the economy, and over-
coming it will depend more on the effectiveness of measures
to deal with the pandemic than on measures to revive the
economy.
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In the first half of 2020, as a result of the spread of in-
fection and the implementation of preventive measures,
the volume of production was sharply reduced, there were
shortages in the supply of goods, the service sector was lim-
ited. Additional difficulties for Georgia and many other de-
veloping countries have been created by the sharp decline in
remittances from our citizens in other countries, which has
become one of the reasons for the decline in retail trade.
Countries whose tourism accounts for a significant share of
their economy have been particularly hard hit. In countries
where restrictions were delayed, more massive pandemic
outbreaks occurred, with high mortality rates and severe-
ly restricted business activities. As a result, unemployment
and poverty rates have risen. This has especially complicated
the employment prospects of young specialists, which, even
without it, were difficult (Chokheli, Paichadze, Keshelashvi-
li, Kharkheli & et.al., 2016). After the "repulsion" of the first
wave of the virus, in many countries, including ours, there
was a certain revival of the economy. However, this increased
mobility has led to an even more devastating second and sub-
sequent waves of the virus and the world is currently fighting
yet another wave. The pandemic factor in Georgia, in parallel
with the second, third and subsequent waves, was accom-
panied by an unstable political situation. This has naturally
complicated the process of effective functioning of state in-
stitutions, which is vital in crisis situations, and has put an
additional pressure and impacted the economic downturn
and the devaluation of the Georgian Lari.

The opinion of researchers is divided. One part believes
that the way to save companies, maintain competitiveness,
expand market share is to maximize customer satisfaction.
According to the second part, the first condition for success
is the relevant human resources. It is human resources that
are the basis for achieving competitive advantage. Human
resource management is an important part of the organiza-
tional structure. The relationship between employees and
management in the organization has a significant impact on
the effectiveness of the organization. If employees are con-
fident that they will play an important role in the success of
the company, will be involved in formulating the goals and
objectives of the organization, then they will be more dili-
gent in fulfilling their responsibilities. If we convince employ-
ees that progress-success will be automatically reflected on
each employee, then they will do their job more efficiently,
more conscientiously. Consequently, the management of any
organization must recognize that human resources, human
capital are essential for the success of the organization. In
conditions of uncertainty in the economy, managers must
take care of human resources, maintain employee loyalty,
purposefulness, energy.

As in the rest of the world, the coronavirus pandemic in
Georgia has had a direct impact on human resources, with a
negative impact on education and human health. The process
of accumulating human capital has also significantly deterio-
rated. "Human resources are the main wealth of any society.
The notion of "human resources" is more capacious than
the notions of "labor resources" and "personnel" because,
unlike them, it encompasses a combination of socio-cultural
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and personal-psychological characteristics of human beings"
(Paichadze, 2019). Human resources are an essential asset
for any company. Human resource management refers to the
process by which managers ensure that employees with the
required number and capabilities are present at the required
time and place (Robbins & Coulter, 2019). Human resource
managers, in evaluating existing employees or hiring new
ones, consider their education, experience, language skills,
special abilities and skills - components that define human
capital.

Human capital is the sum of knowledge, skills, experi-
ence, and social qualities that contribute to a person’s ability
to perform work that produces economic value. Education
and health are key features that improve human capital and
also directly contribute to economic growth. In terms of ac-
counting, human capital is not reflected in company docu-
ments as an asset because people are not owned by compa-
nies. In economics, however, "capital" refers to all the assets
that a business needs to produce the goods and services it
creates and sells. In this sense, capital includes equipment,
land, buildings, money and, of course, human capital.

Unlike natural disasters, whose devastating effects on
physical capital are far greater than on human, the pandemic
has left factories, plants, infrastructure intact, but has had an
extremely negative impact on human health, disrupting the
learning process of pupils and students.

The closure of schools and colleges and the transition
to distance learning have resulted in the loss of much of the
school year. A separate problem is the less efficiency of the
distance learning process and the difficulties associated with
knowledge testing. However, the current situation exacer-
bates the gap in terms of access to full-fledged education for
different social strata.

Pandemic kills thousands of people. Many of those who
recovered from the pandemic suffer from both health and
psychological problems. In the current situation the health
sector is not given the full opportunity to deal with other dis-
eases. Once the pandemic is over, significant investments will
need to be made in both education and healthcare.

The level of human capital development is an important
factor for the economies of all countries. In our time, "knowl-
edge creation" has a higher economic value. In the past,
material and human capital, such as rich natural resources,
cheap and abundant labor, which provided economic growth,
were key and in our time, the key to economic growth is
knowledge, it is necessary to use science and technological
development (Chokheli, Paichadze, Keshelashvili, Kharkheli
& et.al., 2016). Differences between countries in GDP by 10-
30% are caused by differences in the level of human capi-
tal development (Hsieh & Klenow, 2010). At the same time,
the success of any organization essentially depends on the
effectiveness of its management. In turn, the effectiveness
of a management and an individual manager depends on
the qualities and skills it possesses (Kharkheli & Morchiladze,
2020) or human capital. It is noteworthy that the current
shortcomings caused by the pandemic in the development
of human capital will have a negative impact on many in the
coming years. An example of this is the inadequate level of
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education and health of children born during the pandemic
of 1918, which had a negative impact on the economic de-
velopment of countries many years later (Guimbeau, Menon
& Musacchio, 2020). Similarly, in the case of Georgia, the
very low quality of the medical care and education system
in 1991-1995 had a negative impact on the development of
the economy, which had a significant negative impact on the
"accumulation" of human capital.

During the pandemic, the role of the state in carrying
out various administrative measures increases significantly.
However, it is important to strike a balance between actions
that are detrimental to the development of the economy
and those that are essential to the health of the population.
Proper and timely investments in the healthcare system are
needed both for the timely defeat of the pandemic, as well
as for the preservation of human capital and its accumulation
for the future. During the pandemic, in order to accumulate
an adequate level of human capital, it is essential to take ef-
fective steps in the field of education as well. Significant in-
vestments need to be made in modern technologies. In many
cases it is necessary to train teachers and professors to use
these technologies effectively. There is a need to increase
population access to the Internet. Moreover, even after the
end of the pandemic and the economic crisis caused by it and
the understanding of the damage caused, significant invest-
ments will need to be made in both education and health.

Since 2018, the World Bank has been implementing the
Human Capital Development Project. Within the framework
of this project, a so-called The Human Capital Index (HCI) was
developed, which shows the productivity of the next gener-
ation of workers compared to the standard of complete ed-
ucation and perfect health. Due to the pandemic, this index
has deteriorated in all countries of the world, including Geor-
gia. It is necessary to study the extent of deterioration of the
components of this index as a result of the pandemic.

The Human Capital Index estimates the amount of hu-
man capital that a child born today is likely to accumulate
when he or she reaches the age of 18 years. It shows the
productivity of the next generation of workers compared to
the standard of complete education and perfect health. This
index is produced for 157 countries. It consists of five indica-
tors, these are:

e  Probability of reaching the age of five;

e Number of years of school education of the child;

e Harmonized test scores as a measure of learning

quality;

e Older age achievement rate (proportion of 15-year-

olds who reach 60 years of age);

e The proportion of children whose development

proceeds without delay.

Globally, 56 percent of all children born today will, at best,
reach half of their potential productivity in adulthood; And 92
percent, at best, 75 percent of their potential productivity.

According to 2017 data, a child born in Georgia will
reach 61 percent of his/her potential productivity in adult-
hood with full education and perfect health (Georgia HCl,
2020). This coefficient was calculated based on the following
data:
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e 99 out of every 100 children born in Georgia reach
the age of 5;

e Achild who starts school at the age of 4 is expected
to complete 12.5 years of high school by the 18th
birthday;

e As of today, students in Georgia receive 445 points
on a scale, where 625 is a high score and 300 is a
minimum score;

e Learning-adjusted school years, the estimated
number of school years based on students' actual
learning is only 8.9 years;

e 85 percent of 15-year-olds across Georgia will reach
the age of 60;

e 89 out of 100 children develop without delay. The
development of 11 out of 100 children is delayed
and thus faces a cognitive and physical risk that can
last a lifetime.

According to the data before the 2020 Covid-19 Pan-
demic, the human capital index was 57 percent. One of the
reasons for the decline in the index is probably the reduced
number of estimated school years corrected to 8.3 years
based on students' actual learning. The reason for the dete-
rioration of the index from 2017 to 2020 is the deteriorating
economic situation (Georgia's GDP in dollars was declining
even before the Covid-19 Pandemic). Human capital and eco-
nomic growth are closely correlated. The reduction of GDP
and consequently the deterioration of the economic situa-
tion worsens the process of accumulation of human capital
and, conversely, high levels of human capital affect economic
growth and contribute to the development of the economy.

The human capital index differs significantly between
girls and boys. It is much higher in the case of girls. For exam-
ple, according to 2020 data, the index is 53 percent for boys
and 61 percent for girls.

The Covid-19 Pandemic had a significant negative im-
pact on all data needed to calculate the Human Capital In-
dex. As Professor E. Mekvabishvili writes, "The economic
crisis caused by the Covid-19 pandemic turned out to be the
hardest test for the economy of the world and economies of
individual countries. The crisis is still going on, but with its
depth and severity it is already surpassing the global financial
crisis of 2007-2009 and equating to the "Great Depression"
of the 1930s. The coronomics crisis has significantly slowed
down the process of globalization, although there is currently
no real threat of de-globalization.

The negative impact of the coronomics crisis on the
Georgian economy was extremely large. In 2020, the coun-
try's gross domestic product (GDP) decreased by 6.1% com-
pared to the previous year, while in January 2021, the decline
in GDP was 11%. The field of tourism, which has been the
main source of foreign currency inflow in Georgia in recent
years, has found itself in a particularly difficult situation”
(Mekvabishvili, 2021). Consequently, deteriorating economic
conditions, overcrowding of the health care system, and de-
lays in the education system naturally lead to deteriorating
factors such as: the probability of reaching the age of five;
Harmonized test evaluation scores; the rate of reaching old
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age; the proportion of children whose development pro-
ceeds without delay.

Thus, the pandemic and the crisis caused by it will sig-
nificantly worsen the human capital index both globally and
for Georgia. This will lead to the emergence of additional bar-
riers to economic development in the long run. It is too early
to talk about what exactly it will fall to. However, the fact is
that with this figure, 57 percent before the pandemic, we are

significantly behind the developed countries, as well as the
countries of our region. In the current period and in the long
run, in order to reduce the expected negative impact on the
economic development, it is necessary to effectively use the
assistance provided by the international community to Geor-
gia, to use all internal and external resources in the health
and education systems and to ensure their targeted use.
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Abstract. People believe that leadership is a way to improve their personal, professional and social lives. That is why there
has always been an interest in this phenomenon. Researchers have tried to find out what characteristics differentiate leaders
from other people and what qualities make them successful. The qualities of a leader - intuition and the ability to see the
future, the ability to motivate and encourage employees - occur especially during critical crisis situations. They need to be able
to identify and solve problems in a timely manner, and ultimately lead the organization in the right direction.

The current reality created by the corona virus, the massive scale of the epidemic and its unpredictability place great
demands on leaders in their professional activities. As Vladimir Papava points out, it is true that the coronavirus by its very
nature is primarily a medical problem, but it has created particular difficulties for the economy. In particular, in order to
prevent the spread of the disease, it became necessary to minimize contacts between people, which is why many firms had
to stop operating (Papava, 2020).

This sudden sequence of events, which develops rapidly, leads to a high degree of uncertainty, disorientation, a sense
of lost control, and exacerbates emotional disorder. In such a situation, in order to maintain the organizational environment,
great importance is attached to the leader, his / her personal characteristics and ability to lead the activity.

The aim of the paper is to determine whether Covid-19 had the desired characteristics of leadership and to determine
whether the desired traits for leaders changed during the pandemic. To achieve this goal, it is necessary to solve the following
tasks: to determine what importance is attached to the qualities of a leader in a pandemic, and to identify those traits that have
become more important during a pandemic. The study identifies the challenges that leaders face because of the coronavirus.
The analysis of these issues will help us to find the desired characteristics of a leader in the current reality and to develop
recommendations for shaping the organizational environment in such a way that it is possible to implement effective leadership.

The results obtained will be valuable as they will enable people to find in pandemic conditions the ability to develop
characteristics that will help them succeed in their careers and personal lives. Managers will analyze the qualities that will
help them not lose the trust and respect of employees in a crisis situation, and with the help of which they will be able to save
and move the organization forward. According to Peter Drucker, the results of creative activities of entrepreneurs affect not
only the economy, but also society (Bedianashvili, 2017: 11), so successful leaders can be considered the basis of successful
business, successful economy and the success of the country.

The reality created by the Covid-19 pandemic has brought new demands on leaders. They should try to create a
psychologically safe environment to enable employees to express their potential. In this new reality, leaders have a greater
responsibility to protect employee well-being, ensure their involvement, productivity, and create an appropriate environment
for the generation of new ideas.

Analysis of secondary data shows that the importance of resilience and compassion, emotional intelligence, increased
during the pandemic. This suggests that in times of crisis, great attention should be paid to understanding the feelings and
opinions of employees, to establishing a sincere relationship with them. The importance of effective communication has also
increased. Expressing opinions openly and correctly became especially valuable for staff during a pandemic.

The second important finding presented in the paper is the reduction of the importance of technical skills and authority.
As it turned out, during the pandemic period, there was a shift from relatively rigorous skills to more humane, milder skills
and competencies.
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ANALYSIS OF LEADERSHIP TRAITS AND
ASSESSMENT OF PANDEMIC IMPACT

The qualities that make a person a good leader can vary
depending on the organization, the team, the work environ-
ment. Leadership also varies by style and, consequently, a
leader with each style of management is distinguished by
different characteristics. Every leader has a special style of
leadership - according to Michael Burke, he is innate. Leaders
realize their own style of management and try to align with
its team. They learn about themselves, their management
methods, and try to build relationships individually with each
member of the team to inspire and motivate them.

In his paper, K.A. Hassan highlights the qualities of lead-
ership that should characterize a good leader in the 21st cen-
tury. These are:

e Honesty. Honesty is the integration of external ac-
tions and internal values. These types of leaders are
highly ethical and believe that honesty, effort and
reliability are the foundation of success. On the oth-
er hand, the organization, employees, those around
them are somewhat a reflection of the leader, so
when a leader attaches great importance to honest
and ethical behavior, team members also share his
or her actions and the organizational environment
is significantly improved;

e Vision and inspiration. Leaders need to have a clear
vision of the future, they need to know what they
want to achieve and in what way they can achieve
it. But the existence of a vision is not enough, the
leader must convince, must inspire those around
him to share this vision;

e Communications. A good leader is an excellent
communicator. He has the ability to describe clearly
and succinctly what he wants to do. These types of
leaders interact with employees on a daily basis and
in this way teach them to trust. They are also active
listeners;

e Decision making and delegation of authority. The
decision-making process combines different factors
such as: knowledge, experience, competence, per-
sonality type, different environmental conditions
and unforeseen failures;

e Courage. Leadership requires courage, and a leader
needs courage to remain honest, to honestly share
his views with those around him, to tell the truth,
to deviate from established norms, to break the sta-
tus quo. Courage is the power of faith to do things
right;

e Justice and kindness. In a fair environment, people
reward a leader with loyalty and honesty. A leader
who is fair or impartial may not always make the
best decisions, but he or she is highly respected for
his or her fairness (Maxwell, 1998). Along with jus-
tice, compassion, humility, and kindness emphasize
a leader's strength, not his weaknesses;

e Knowledge and competence. Acquiring knowledge
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is a difficult and long process and cannot be com-
pleted without significant investment. Formal and
non-formal education should be provided constant-
ly to deepen knowledge. Competence does not
mean that a leader should be the foremost expert
in all areas of the entire organization, although he
or she should be able to demonstrate competence;

e  Creativity: Creativity is the ability to think different-
ly. This ability gives leaders the opportunity to see
things that others cannot see, to discover new di-
rections, new opportunities, and to give followers
the impetus to pursue a new vision;

e Sense of humor and optimism. A sense of humor
is vital to creating a healthy organizational environ-
ment. The leader must be able to relieve tension
and boredom. Humor breaks the ice and immedi-
ately creates a sense of familiarity and intimacy for
employees (Peters & Waterman, 2004). Friendship
and extraversion, on the other hand, are positively
related to leadership effectiveness;

e Intuition. Intuition plays a big role in making deci-
sions in conditions of uncertainty. It has been prov-
en that every successful leader possesses a certain
power of intuition.

A manager can not be a leader if he does not have a high
level of emotional intelligence, because it is very difficult to
have a follower and influence employees, if you do not deep-
ly and well understand other people's emotions and do not
know how to influence them both consciously and subcon-
sciously. (Kharkheli & Morchiladze, 2018: 83)

The new reality requires a new style of management
from the organization, led by a fundamentally new type of
leader, which should be characterized by three main fea-
tures: caring for employees, caring for customers and caring
for the community as a whole; Faith in tomorrow, faith in
self and people; Calmness in thoughts, speech and actions
(Mkheidze, 2016).

In 2018, just before the pandemic began, leadership
development consultants Jack Zenger and Joseph Faulkman
published the results of their research on the skills that lead-
ers need to succeed in their positions. They asked more than
300,000 business leaders to learn from the 16 key leadership
skills listed The four best competencies were identified. After
processing the obtained results, we were offered a dozen de-
sirable qualities for leaders (Economy, 2018). These ten look
like this:

e Employee motivation and inspiration;
e Honesty;

e  Problem analysis and solution;

e  Results management;

e  Strong and fruitful relationships;

e  Establishing relationships;

e Technical and professional knowledge;
e  Strategic vision;

e Development of others;

e Innovations.
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FIG. N1. Distribution of respondents according to the role performed.
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W

Source: (Valentovd, 2021).

The aim of the paper is to identify how these priorities
changed, what types of skills became important during the
pandemic, and what skills employees began to appreciate.

Today's reality, created by Covid-19 Pandemic, affects
all areas of economic and public life. Remote work shift also
has an impact on organizational leadership. Leaders are the
navigators of teams and organizations, so they need to be
able to give employees the desired direction for their expec-
tations. In crisis situations, leaders need not a predetermined
response plan but the right behavior and thinking (Valentova,
2021). Covid-19 Pandemic has enabled leaders to question
the status quo and reconsider business approaches. The pan-
demic has also led to a reassessment of desirable qualities
for leadership.

In the summer of 2020, the Global Alliance in Manage-
ment Education (CEMS) conducted a survey of its members.
The aim of the research was to identify the characteristics
and characteristics of leaders that would be necessary for
successful performance in the new reality. 1711 respondents
from 71 countries participated in the study. The shows their
distribution according to the role performed.

Respondents in the study were from different industries
and sectors, such as: healthcare, consulting services, finan-
cial services, consumer goods markets, technologies.

The vast majority of respondents (87%) believe that
Covid-19 has had a significant impact on business and teams
and that the changes made will last a long time - in some
cases permanently (23%). More than half (55%) believe
that these changes will be both negative and positive. The
majority of respondents are concerned about the negative
impact of Covid-19 on income and employment, with short-
term business losses, declining export volumes and falling
demand.

The study aimed to identify the key traits of a leader
that would be needed to move forward during a pandemic.
The majority of respondents said that it was necessary to bal-
ance the characteristics of "traditional" leadership with more
"humane" characteristics. While strategic vision and focus
on outcomes still remained important characteristics, other
traits such as empathy, communication skills, and resilience
became more valuable than ever before.

In the research process, respondents had to select three
key characteristics that would be important to a leader be-
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CEO / Board Director / Company Owner
= Other

fore and after the pandemic. The results obtained ranked the
characteristics of the leader. The results are presented in the
figure.

The results show that during the pandemic, the impor-
tance of resilience and empathy, emotional intelligence, in-
creased. This suggests that in times of crisis, great attention
should be paid to understanding the feelings and opinions
of employees, to establish a sincere relationship with them.
Organizations will be able to successfully deal with the cur-
rent crisis situation if leaders listen and support employees.
As the figure shows, the importance of effective communica-
tions has also increased. Communicating your opinions open-
ly and correctly to employees has become especially valuable
during a pandemic. To prevent the spread of the disease,
many organizations have shifted their activities remotely, a
move that in turn has facilitated the practice of using digital
technologies to establish communication. Of course, such a
style of communication makes it difficult to understand the
feelings and attitudes of the participants in the communica-
tion process, therefore, the ability to communicate effective-
ly is greatly increased in today's reality.

The second important result that this study has shown
is the reduction in the importance of technical skills and au-
thority. As it turned out, during the pandemic period, there
was a shift from relatively more rigorous skills to more hu-
mane, milder skills and competencies.

The CEMS Alliance conducted a qualitative survey: ex-
pert panel discussions on findings and topics raised, and a
series of interviews with CEMS corporate partners, business
schools, and students planning to enter the employment
market in the near future. As a result of these studies, it was
found that:

e  Basic human skills remain the main competence of
leaders in the new reality created by the pandemic.
These qualities include altruism and mindfulness;

e Investing in human capital in conditions of
uncertainty should be a priority for leaders in
order to achieve organizational sustainability and
innovation;

e Leadership development should be focused on
multicultural experiences and the creation of global
networks.
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FIG. N2. Distribution of respondents by sectors.
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Source: (Valentovd, 2021)

CEMS has also investigated the impact of the pandemic
on the communications process. During the pandemic peri-
od, the communication process underwent significant chang-
es, with people switching from face-to-face communications
to digital, online communications. In this process, leaders are
required to remotely and virtually manage relationships, to
find new, different methods of company development, all of
which, in turn, affect the quality of communications and re-
lationships. According to the respondents, they will continue
to communicate with colleagues as regularly as it did before
the crisis, or more often. 35% of respondents thought that
communication would become even more regular.

The CEMS study provides a critical insight into how man-
agers around the world understand the impact of Covid-19
on their business, their prospects, and the ways in which
leadership can be achieved in the post-pandemic future.
Most managers believe that change will be long lasting and
possibly even permanent. And it will focus on four main areas
related to markets, communications, work ethic and work
attitude. These are the areas in which a leader must work
tirelessly. Success will be achieved by those who outperform
their competitors and respond effectively to change.

Sectors represented

= Consulting
= Consumer Goods
= Petroleum / Energy
Phamaceutical / Biotechnology / Healthcare
= Financial Services
® Technology
= Manufacturing
= All Others

It is clear that the policies pursued by the state during
the Covid-19 pandemic also have a direct impact on organi-
zational leadership. Lack of trust between managers and em-
ployees was caused by the practice of working from home.
As a result, employee monitoring was intensified, leading to
their irritability and stress. James Chen and Titima Stephan
conducted a study to examine the influence of Covid-19 fac-
tors on organizational leadership, trust, utility relationships,
and social exchange relationships. They define communal re-
lationships as relationships between friends and family. The
relationship between employees and organizations is often
defined as a social exchange relationship, since a social ex-
change relationship requires a comparative benefit between
the giver and the recipient.

In the research process, Chen and Titima interviewed
220 managers from 4 countries around the world. Prior to
the study, actions related to Covid-19 were divided into three
groups of factors.

The study found that Covid-19 (F1) and (F2) factors in-
crease the degree of leadership (leadership) in an organiza-
tion when they are integrated with (1) trust, (2) utility, and
(3) social exchange. These factors indicate that leaders during

FIG. N3. How leadership qualities are valued pre-crisis and post-Covid.
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FIG. N4. Assess the quality of communications and relationships.
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the Covid-19 pandemic must have good communication
skills, the ability to respond quickly to change, be confident,
be willing to help members of the organization, be able to
inspire and motivate others, and empathize with followers.
The results show that during the pandemic, the above factors
had a positive effect on organizational leadership.

On the other hand, Covid-19 (F3) factors reduce the de-
gree of leadership (leadership) in the organization. Quantita-
tive analysis has shown that remote work reduces the quality
of trust and relationships between employees and managers
during a pandemic. Most managers find it uncomfortable to
work remotely from employees as working from home leads
to a lack of trust. For these reasons, relationships between
managers and employees were damaged. Therefore, the
leader should try to maintain a certain balance between con-
trol and trust. Prominent trust from leaders in a crisis situa-
tion can encourage positive relationships and lay the ground-
work for effective performance.

Covid-19 Pandemic has brought significant change to
organizations and leaders. For these changes to be positive,
effective leadership must be critical. Managers expressed a
desire to better combine hard and soft competencies: they
began to bring empathy, resilience, and communication to
the forefront because qualities such as assertiveness, author-
ity, and technical strength are no longer so valuable.

The reality created by the Covid-19 pandemic has put

Table N1. Factor groups.

Quality of relationship

will decrease B will improve

new demands on leaders. They should try to create a psy-
chologically safe environment to enable employees to show
their full potential. In this new reality, leaders have a greater
responsibility to protect the well-being of employees, to en-
sure their involvement, productivity, and to create an appro-
priate environment for the expression of new ideas. To do
this, the leader:

e  Must work on themselves, ask themselves ques-
tions about how much employees are trusted, how
much they are respected, whether it creates the
best environment for employees to experiment,
learn and develop;

e Must create a safe culture and environment. Re-
motely employed employees should face challeng-
es and show confidence. Whereas, without the
latter, establishing long-term and effective relation-
ships is unthinkable;

e The pandemic has created unprecedented uncer-
tainty. Team members have more mental and emo-
tional stress than ever before, and this can lead to
stress and overload. Therefore, leaders need to be
tolerant of failure and make it a starting point for
learning if they want to gain the respect and trust
of employees.

COVID-19 (F1) factors COVID-19 (F2) factors COVID-19 (F3) factors

eAddress changes effectively during a
pandemic.

eMoral support for employees.

oSatisfy staff expectations

eCare for staff during a pandemic.
employees

Source: (Chen & Sriphon, 2021)
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eConfidence in the actions of leaders.

eExistence of effective
communications with staff during
the COVID-19 pandemic.

eConfidence of leaders on the part of

eQuality of online communication by
staff working remotely.
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Abstract. In the interests of economic development and economic efficiency, in the current global crisis, priority is given to
the development of human capital, increase the competitiveness of the workforce, creating fundamentally new mechanisms
to stimulate labour, this, in turn, ensures an increase in labour productivity, its quality and efficiency. The successful solution of
this problem requires the improvement of the organization of wages and its optimal state regulation. In the conditions of the
current global crisis, role of the state in the field of wage regulation is more social in nature and its main function is to ensure a
minimum level of income for the population. This last one, should be carried out by establishing a real subsistence minimum,
a minimum wage and establishing an optimal ratio between them. In developed countries, the minimum wage is regulated
on the basis of economic development, labour productivity, the level of average wages and the real value of the minimum
consumer budget. The specificamount of the minimum wage is set at the national level by the legislature of the country, and its
size in a particular area or region is determined by agreements concluded between trade unions and representatives of trade
unions. In determining it, the following shall be taken into account: the needs of workers and their family members; the overall
level of wages in the country; the value of life and its change; factors of economic development; level of labour productivity
and opportunities to achieve and maintain a high level of employment. The purpose of establishing a minimum wage is to
provide social protection for employees. Indeed, "The minimum wage has historically been a social protection mechanism
which should protect low-wage workers and their families from poverty" (Khelaia, 2020,2). This problem is especially relevant
for our country, because to date, there is no comprehensive mechanism for state regulation of the minimum wage and its
defining Legislative Framework.

In a scientific article is presented the formation of the minimum wage and its peculiarities of regulation, analysis of the
related legal framework from the Soviet period to the present day in Georgia. Is established the basic principles, goals and
objectives of minimum wage formation. Particular attention is paid to the assessment of the pros and cons of the legally
established minimum wage. The final section presents the main directions for calculating the minimum wage and improving
its state regulation in Georgia.

KEYWORDS: LABOUR MARKET, SOCIAL POLICY, MINIMAL SALARY, SUBSISTENCE LEVEL, STATE REGULATION.

For citation: Tsartsidze, M. (2022). Formation and Regulation of The Minimum Wage Features in Georgia. Globalization and
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93Ld30Q0

39630006980 3996930l Mobsdgbdmgy gedmipamgds
330P39b90b, 6®3 Bbmdamn Fhm0ghmmdgdal 3mmgdhomé-

babgemdp3eegde Ggggmobgde ggdhnobee bobyogmeg-
0, bmgmb babgmdfogmgdéag, aby pabzmodog, bgbogm-
Gonm-6930mbm ©d gahdab Embgdg, Gab bogydggmdys
go®3dpgds ggbgbommnbn, abgmdhogn, Habhohmbogmo o
boggoddm 3mmgdhogdo bgmdgzbmnmgdgdn. dsma yggme do-
0000 306Hmds gobabadmghgds bmgnamabo dsbhbomgdal
(bobgemdhogem mbgebmgdn, 3bmazagdadrgda, Esdbogdgdgmas
©d Eabagdgdnmme goghmobgdgdn) sdhnméa dmbshomgmonm
©d 39393 9389 boggydgmop gogos 3033sb0sdn 30b36qdm-
o 3bmdomn bgmdg36mgdal 30bHmdgonl gobbedmghobs, be-
©d3 360d3bgammgeba sgnmo dbmdal sbsdromntgdal 130800.
3qboodadabop, gobgnmebrgdnam d3ggbgddn 396dm bgdhmeda
bgamagalols bgammatgds bmbagmogds bmgasgmmébn dob-
bombdmdal gdom, bmdgmag amgamabhobgdl Gggombsemho
bagatogm 3goobbdgogdnbs ©s 3mmgdhogba bgmB8gzhmmg-
0980b  Eo@gdsl. bomm Bmgswep bymaebal bobgmdfogem
69373006930 bobdngmpgds d9dwggn dadsbommgdan: bym-
gobol gatobihntgdnma dabadzdals (dnbodocmméan bgmasba)
©o0g969; bgmageldg s bbgs gdmbogmgddy 30y bogowe-
bobam dmmagnzab 39d3do3930; gabgdal Béal, abggmsnals
306 m39380 dg3mbogmgdal 3:339bbono-0bogqbogaal ob bbgs
©mbobdngdoms bobgdal FgdBaggds o Ggomadegns, Mo
10Gbggmymab bgmasbal bgemmnéo Bobss®babs s Gowal
0dommgdol; bobgmdhogm bgdhmeda bgmasbol dabpsdato
6 937306930; 306003060 bobgmdhogem 3mbhdmmabs s 8g-
©ddbgggmmdal dgdmmgos bgmagebols bémm o ©aoggbom
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3009090 go@sb@al memdsdy, bgmasbal bégma babgmdfogm
306000700l HgomoBanal momdsdy.

bogmby 3bgoogm, dbmdab sbsdrenégdal bggbmda
bobgmdfogm Ggammabrgdal gbo-gébm 3bndgbgmmgab dade-
Go1mgosl dnbodsgmmén bgmasbol gebbadmgs Habdmspgg-
bb. bherdge 0303, 50bodbmmo 3bmdmgds gabgnmobrgdamo
93996930l bodmaghrmdm s 3bma3z03d0tmmo mbgebadsigag-
00b 3303030 gnéhowgdal 396d&80s. 3bmdal bogbmsdmébo-
beo ebogobnBognad (dbem) obogbmbgm gobobagms ©s donpm
30b39630930 @& h93033bs30930 agatrsggdnm dmdndeggems
36rmdob 0badma7érgdedn dobadagmmérn 3o6ebhngonl dgbobgd. o3
3noboo yggmedg bémmygmagamos dbm-ob N131-q 300b39b300
,3060dagmmé0 bgmagebol awggbal dgbabgd gobgametgoswn
93996930l gobboznmtgdnmo dmbohomgmden (ilo.org), be-
dgmog dogmadn dggas 1972 fmal 29 v3bomoagob. 30bggbis
030md7mg3L 3hmdals boghmeBmbabem mbgzebadsinal Hgh
bobgm3fogmgdl, Bgdmammb dobadsgmmén bgmagabol popgg-
bab bobgds, Gemdgmoi dmagegh ogoboggdam dmdndaggme
g39ma 2319b, 36m3ab 30Hmdgob s gb bo3nmbgdn Hbs gowe-
Pygl 39hobrdgms mbgabadaigagdabs s 3dbm3gmomes ©snb(g-
“9b931m Hobdmdapggbmgdmsb dgmebbdgdnm. dobodsemtn
baegebob 30bzbghgee baowy gémabyw ©mbgdy ©30begds
939960b bo3960mb3gdmm mEebmb dngh. dobadsgmmén bgm-
gobo 3om3ggm ©abhgda ob Ggz0mbde ©gebgde dghockdgme
39390698b> o 3bmaq303d0bgdal Hoédmdswggbmgol Bmbal
309063907 bgmdg36mmgogdda. 3bmdmgds gobbogymbg-
000 dgdhmendas hggbo J39¢babamgal, Gowgebsy of mgdwy
6 96bg0mdl dnbndogmméon bgmagebals bobgmdhogem bgammoa-
6930l bémmymaamo dg9dobaddn s dabo 3ob3badmgtrgma be-
39b0b3gdeme dds.
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dobodagmbo bymasbol Ggzymabgdeb
badobrmrmgddaga bagadzmgda bagsbmggmoamde

dobodagmmén bgmagabo sbals 3bmdalb d6B8obHdg badndom
dogmal mahgdnmgdnl d3g00 Bogebo, Gmdgmoag dggbodsdgds
206360 gmmdnbomgal berdrdagmmér 30drmdgddo dgbobérrmgdg-
™o bozmgdop Gommo (deb()ngn) bodjdamb débmdal sbodwo-
16goel (Tsartsidze, 2012, 281). ogmbommo 3mBongdapsb
d0bndogmmén bgmazabol bopopg mbos agmb bszdebabo gbmn
dmd7dag0b dnbadomrbem o730mgdgmo dmmbmgbamgdgdnl
©d3d0gmg0mgdabomgal. dabodsgmmédn bgmasbol g3mbmdo-
3060 36bo dpgmdadrgmol dmdydagal dogér Ihatdmgdamyhon
36 mdab 76060l d9boéhmbgdobs s badndem dogmals beaérdoemy-
G0 33mo3hokdmgdal RBhmbggmymaadn. dabadawybo bgm-
700 ©g0bgds hmzgmig 30bmbdpgdmmdam, abg sbegm®ds-
™m7bsE. dgomma, bogodngm dgmsbbdgogdal bagydggmdy
3bmq303d0bgdbs s 3mbbmmapahgdnm  odbogdgdmagol
mbob pobzmddngn dgmabbdgdgdal bgmdmpgéal gdao.

bogebaggmmdn 90-00b Hmgddn dmddgon 29é 30093 dgg-
™o 36hmdal 30bmbms 3mEgqdlol, 76-9 d1mal dgbedoedabs:
,306035¢m760 bgmagebo séab bognsgmméb-g30bmdaznén boé-
donga, Gmdgmogg gobbedwghogh démdal sbadmamégdal o-
bodg93 dobadagné Embgl. dabodocmmén bgmagabol mpgbmds,
(4)(083@[)06 03030335[) bodoé)mggqpmb 3(4)330(93600, NY) UBQo
0gob badgemm dmdbdadgdmols basbbgdem 30bnd7ddg bozmg-
00" (Labour Code of Georgia, 1973); (Law of Georgia 1678,
1998); (Law of Georgia 2130, 2003). 300049qbob dmombmgbg-
80 dgbadadabo gggme bofobdm, mbzebadsigns s ehgbgda-
™00 (3000 baggoégoabs o mbgebadsnmm-bedsbmmgoto-
30 g0®3nb dobgog0m) gomEgdmos, EonEgel dobndsgmmén
bgamagalols mEgbmds, 967 sébghma 3o()g3ménal dmdydeggmes
030100 96sdonhgds 96 1bes ngmb dobodsend bgmasbdy
bogmgdn. 071339, 76@s 300badbmb, ™I bagsbmggmmb dég-
B0gbb 3gbededabo beoddshommo sdpab boggmdggmdg 1999
ol 0gbaboseb dabo Loy dogdg dndgébma msbbom 20
mobnm gobobodmghes, Goyg bodhgbobme mgdpg dowsedn
bhgde (Decree 351, 1999); (Decree 767, 2006). s0badbym
3960mdn gsoblbgoggdmgmo dogmds agbs 393m3sggdnma so-
dobbmmgdgm bgmabngmgdedo sbegdgdnm 0obodpgdmdal
30690bs ©d Jmbodbobyérggdmeb dadobrogosda. domgeb dob-
39 39093000l 3om3gamo  0mobodgdmdgoal dobgogom

©07030bEdm 30bzhghmmo babgmaabm gobszggmgde. bomm
2005 fmol 24 00bgérnpob spbndbm bggghmdn absgddgdmm

dmbodbobgbgams dabadomibo 0sbedpgdmobagn babgm 115
ool Embgdg gobabadmate (Decree 43, 2005), Gmdgmog
2007 Hamals 24 beogddéongob 135 matsdpg gondobs (Decree
661, 2007). b3 399bgds bodobdamggmmda beognomméd-3émdo-
00 7600g00md700b dobrganmahgdgm dobomsp ©m37dgbhb
- 86m3dab 30pggbl, 2006 Hgmb s dg3wgg 2010 Hgmb dowg-
o7 obagm gobasbydn (Law of Georgia 3132, 2006, Law of
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Georgia 4113, 2010) dobodsgmméon bgmaebobs @s dabo bads-
bomgdhngn Gggnmohgdal dgbobgd oéebsnbdn 0bgmédsins
omadr ngbs dghoboema. bonbhgbgbms ob ggaddng, O3 dbwm-
o 2021 Hmob bgdhgdddawmsb ,sbegddgdal bgmdghymaals
dqbobgd“ bagdotmggamml 30bmbals dg-14 3mbemal 3gbedadabo
30babodghs gob3ggmmo 3038060 bosbbgdem dobndndbs o
36mdal 0bsdme76700b dnbndoemyd mbgl dmbal. 396dmep,
©o©g0bs, Gmd bhmgebszggmnsba bodndoml dgbérmmg-
30bogal gmggmmgonho Jbmdalb sbsdpamérgds basédlbgom do-
603733l mb 296 donby mbos smgdodgdmegl (Law of Georgia
6819, 2020). oy gogomgamabfobgder adsbsg, md basblbgom
d0b0d33dnl mbals dohggbgdgmo badsbroggmmdn 2021 fmal
bmgddhol m393n débmdabmbatonsba sbogal dodozopnbomgal
223.7 oo ogm, sebadbnma 3gbhompopsb 43990boda dbm-
dob 9bada7hg30l d0bndormmén Embyg 447.4 obdg bozmgdn
o6 mbs agmb. mmd3e, 3bgggmmdadas dabomgda ab goddag,
6md o3 dgdmbggzeda bomdobas bbmmgsbszggmasbo bodsy-
ol 3gbbrmqdedg. 3s80b 308ob3ghmbaemo 0dbgdmws, ¢md
00bodbymo Bogbymoa dobadomybo mobbs @afgbgdnmagm
dobodocndo bgmaebols boboo 550 mobol ©mbgdg, o
39b00s30bmdsde agdbgdmps bgommbn bosblbgdm 3dobndndal
dohggbgdgmaosb (Tsartsidze, 2022). omzgamo 33mggab
390093930b dobgez00 30 ,,d0badamybo bgmasbol agel bode-
6og9mmdn dbsbb gabmmp 3¢ gb. bomm 6qbdmbogbdgdnb
dogér abobgmgdnmo dobodocmgba bgmagalbal gmbagbmma
6ompgbmdal badgamm dohggbgdgma 1208 mobl dgopggbb
(Sichinava, 2021, 7).

abg3g ombobadbagas aboag, Gmd 2019 fmoal mdpmddgéh-
3o bogoboggmml 3bmggbogmo 303306900l g0gbmnbgded
dmodBoo 30bmb3bmgdhn ,dobadagmba bgmaalbal dgbobgd®,
6mImab dobggomeg bagobdmggmmda dnbadomyba bgmasbo
bémm gobozggmBg obogdgdamo dobgdabomgal 320 mobam
1b@o 3obbedpghmmagm. bomm sbhobbm gobszggmdg dmdm-
303900 boommdbagn dnbadamérn bgmaabo 2 mobam gobabe-
Bgho. 30bmbdhmgdho d08bow nbobogrs wabogdgenmas be-
30076 o330bs s J3990bsdn sbbgdmm bowsbadal mbal
393306 930b (Jalagonia, 2019). 393pgg0 0bognodge aym 2019
6@0[) Bm@mb @33300@ ?Jgjo 6033@0'330@0[) 803(4) 3(08%0(93—
3o 30bmbdhmgdho, Gmdmob dabggams badsboggmemdn
dobadagmmén bgamagebols bopopg 520.91 mobo mbos godbos-
6ogo. 30bmbdbmgdho nmgomoabhobgdws bébmm gobszggm-
89 ©aboddgdnmo dobabogal bodeboggmmdn odotbaggdnm
©obogdgonmoes  badnammmganébo bmdabsmmabo  bgmagabals
o6hbs3mgd 45.0%-0b mpgbmdsl (Tkeshelashvili, 2019). 30-
bmb3bremgddnb 3nBobo ngm obogdgdmmes begnsmméo dogm-
dobrgmdals gomdzmdgbgds. sbggg ombobadbogas abag, Gm®3 ngo
0030m0bhabgows bogobadm bobgingel dobo dobomspa bem-
633930l, Immbmgbgdal s dnbodocmdn bgmasbol mEgbmdal
©obhog930bamgal.

dmmm 0bgmdsn0m, dndobobrg 3gbomedn ©gdhHe()
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@3305 ombgqpnoBob 050300003000, 030606l>or)o boSnEobo&m—
borob o 3qbodadal bhdmdhadgdmeb gbhmew dBoppgds sbagma
39b6mb3bmgqhn dnbndsmmé bgmagsboob szogdnbgdam, Gmd-
mab dobomaspn dodobos @abaddgdgmms abhghglgdal oge
(Murusidze, 2021). d01bgosge0 50bodbmmo d3pgmmdgonbs,
390dmgde Eog0b33600, ™ bodebmggmmdo Eegdog o6 sé-
b93e0b dobadogmmda bgmagabol babgmdhogm Gggamadrgonl
bémemymaamo 399060830 s dbo gobdbadmghgmoa beddsdo-
1-bo3060bdgdmm dodo.

dobodsgmyéo bgmasbab
©0bsdn3s bagobmggmeda

baddmme 3génmpapsb shygomnma bagdetoggmmdn dobo-
dogmnhn bgmagabols bgammahgde bpgdmps (396¢Gomdgd7-
moE dmbdadrgdal bogbgodg agobgdal 3gmomgdebmeb 3o3-
B06do. B39l dgqgeboda, abggg bmgmb bbgs dmzagdabyg
69b373m0390da, dobodocmmdo bgmagabol bopopg dgewmgg-
bos 70 dobgob 1985 Hgmb, bomem 80 dobgol 1990 Hgmb
(Tsartsidze, 1999, g3. 28). dmbdobrgdals bogbgddsg agobgdals
dm3dohgoobmeb ghmo bebgmdhogm sbpgbs dobadsemmén
bgmagabol Bérsbs s dgbededaba babgmdhogem badatagm
30003390900b  300699Hndgdsl, o bmbggmEgdmps vbo
bgamagaliols 0bpggbaiaal 399obaddal, véedgo gabgdal bobg-
mdfogm dmmoadnzob boggdggmdg. 1990 Hmab d9dwgga dnbo-
dogmbn bgmaebo gondabps mogpsednbggmop 200, bomm
39dga 300, 500, 650, 850 ps 1700 3sbgmedwg. dogéod dob
396 3863bggmygem  3bmghgdal @abgdmmagdal godgadrgdal
bémmo  30339bbogns. 1985 Hgmb dabadawmybo bgmagebal
©mbg 390039000 booblgom dobadndalb 74.0%-b, beagnem bodsy-
o bgmagebo 2.36-2964 s0gdohgomes o3 73060l 3bgamb. 1990
Pgmb basédbgdm dnbadndnm dmbabmgmdal 73¢mbggmymaials
©ombg 8g0039bes 71.0%-b, bomm bodpemem bgmasba 2.6-
296 3g¢ho oge dobdg. 1991 Homals donbabomgal ©aggbomon
d0bndogmmén bgmazabo dobadagmméro badmdbdebrgdamm do7z2q-
hob dbemmme 40.0%-0s, bomem bosbdlbgdm dobadndal mbyg
bodmamm bgmaebol 60.7%-b 3g00g9bb. bmgmés gbgosgo,
3qbo0adabmds gggyebeda bezebmbdpgdmm Hqboo wawggboe
dnbodomnér bgamagable s bgomér bosbbgdm dobadndl dem-
Gob 33390000 16bogdmes. srbadbnmds dgbededabmdsd
36000gmm mbgb dosmhos 1994 Hmmal 0sbghnbomgal s dg-
ogabs 0.15%. 0gngg 3gbameda badgemm bgmaabol mobo-
706 mo0b Emby basdbgdm dobadndmeb 0.48%-3dpg wogse
(Tsartsidze, 2004, gg3. 199). 0gogg 36mdmgds 3édgmogos,
96m3bnmo gomghol - mobal dgdmmgdal d93pgmd 3gbo-
o@do. o7 1995 Hgmb dobadsgmyba bgmasba bgomybo do-
b0dsgmmén bodmdbdatrgdmm damzgphab (bosclbgdm d0bnddal)
2.51%-b, beorgne badmagmm bgmazabo dab 11.4%-b Igowg9bws,
2000 Pyl opbodbymo msbsgatdomds dgbsdadabop 7.65%
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©5 27.7%, boxeae 2006 Hgmb 35.44% o 85.6%-0gm. dbm-
o 2007 Homopob 58émbggmymalb sdobeggonmams bedy-
3mm®30760 bgamaabo bgommé bastbgdem dobadndl s o3o-
6390b 30093 dob. dmmm 25-26 Hmoal dobdagmBg dom el
00boggahEmds sboghmzgebmgbsm ogmgdmes. 2021 Hgmb
30 090639800 Eobogdgdgmms badnsmmmgonén bgmasbo
148.8%~00 spgdo()gds hggbl dngb gosbgeéndgdama dobods-
@760 bodmdbdobgdmm domzghob mabgdnmgdsl. 2018 Hmal
bg9h93860eb gosbgzeéndgdsda dobadsgmmén bgmagebol mpg-
bmdo h396l dogé smgdmam ndbs 250.0 mahal Embgdg, 03 do-
bodhg3000 6™ 0gn sxbadbmma dgbompapsb bgommbam agbs
1¥b1b3gmymagomo g3990beda, Gog gogomgdem spbdg bos
3obbmb30gmgdmmaym dadbmdéngn bobgmdfogm démgésdals
dgbodadabo (Decree, 2002). 2021 famob 9393060l 0ggdn
B39bb dogér gosbgzeéndgdnma agbs Fbmdabmbatonsba sbozal
403030308 dobadagmmdn bodmdbdodrgdmm damzghn, GmImal
dobodocmntn wabgommgde 3obabedmghe 550.0 mokal m-
6989 (boBgomme 178.0 583 pmmaoéal gdz030m9b¢0, Gopgsb
300bgo60dg30l dmdgbhda ghmgbmma dsb30l dogh Eogqba-
™o mabob mgogoomnhn 376bo Eo@obmsb dadsbomgdsdn
3.09 motlb 8gowggbs)." sxbadbymol gsmgomoabiobgdnm
2021 Hemab dmmbaogal dnbadagmmén bgamasbo dabadocmgbo
bodmdbdodrgdemm domzqhob 45.45%-agm (ob. 3bbomo-1). o
3930006900 gmaggamo dmbhboddmms J399bgonb dndpabséyg
3960mEal sbommgoné dohggbgdgmb, dobadoméa badmdb-
dobrgdmem 072900l 0mbadbam Embgl Mebmmgwgds émbg-
00l ggegbogns (158.0 083 Emmahn) o dognzgma (147.0
093 Emmat0), bomm ©sbabhgb 939969330 0go Bgobgonm
©a0m0d. gobg0006 07 J399bgdmsb dgobgdam 30 smbad-
b0 dohg96909emn 30b0dnd 4-296 (gb3sbgmmeb) s dogbndmd
14-296 ©addm0d 7Jbgddnhgmeb dgpsébgdnm (Tsartsidze,
2022, 33.103-104). 30g6m00bgdnma ghgdal mbgebodspaal
bmédgdab dobgogom, dobadagnmée bgmaebo oé mbos agmlb
3.0 033 Emma®dg bozmgda bosmdn (533-do 5.5 pmmatn),
6oz dbgoggmmdnnmbatosbmdal dobgpgom nBhmbggmymalb
10.0 000b0 33¢).bavmn gamgdiomgbgérgnal sbadmanérgdsls, 600
33- 3360l d9dgbab g0l gobdogmmdsda (wikipedia.org).
bodotmggamml gobgdemeb dgboedsadabmdsdn, yggmods do-
bodogmmén ggobgdabe o datoggdal dgbededabe (0.18041
o0 1330.bssmn gemgdhémgbgébgnsdg oo 2.15 mathn 3ogmmg-
603 33687) dobadaybo bgmaebo 3bws agml obe 20, 250 b
550 mobn, 860390 3094.10 matn. bmgmb(z 3bgsgm bagdeé-
039mmdo sbbgommo dobodagmmdn bgmaebal mbyg dogmdyg
©adom0d goghmb dngb ogzgbam sbodbym bemddsbmeb

" d0b0doyén bedemdbdatrgdemem dogggho (3bd) gasbgabndgdmmons 33980l dbmwndhg-
30l dmbdabrgdnl swagbamn bedrdgdal bsgymdggmBg, dndrnbadrg dgénmals badedém
q30bg00l dobgogoo. gosbgetndgdal 3bmsgbdn Aggbl dngé gomgamabhobgdnmn ndbs
bodgame gabnabdn. 396dm, 33980b dbmoadhgoel Fommn gebobedmghs Bmgagbhom
3mbhbodgmms g3ggsbada (bnbgon, dgemmérba, 73¢e0bs) domhgmmon dohggbgdmols bo-
000 mbgdg-50.0%-0. ob7, bademdbdacdgdme 3omamab badhnéedn mebsgstomds
boabméboom s shbabndbocmm gomomab pathgdmmgdel méalb 50%/50%-3gs.
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gbGomo-1. dobodseréo s bodgoeme byemasbob 0sbsgsGpmdnb @nbodnze dnbodseryé bsderdbdségdener 303290~
006 bsfodmrggemerdn 1995-2021 femgdda (36emp9609400)

dobodsgmbo badnemmmganén
B0bodogmgho bgeagababs oo ©ogocrogg00 bgemagabols
dobodsgmbo ©abagdgomome
b X bodmdbdatrgdemm dobodsgmbo s 6 0sbogobmds
Bemgdo (3@‘13; )° 3078900 N S P A 8obodogmys

Qoo (@06)0) 603;3@0[5 @00 Q?U (2) )‘{]@(80 0 boamabao&)gbqpm

0obogobrmds %-3n Qoo 307290096 %-do
1995 bmgddgérn 35 139.5 2.51% 15.9 11.4%
1996 ©g3933960 12.0 205.6 5.84% 29.8 14.5%
1997 sg30b)m 15.0 218.6 6.86% 43.4 19.9%
1998 by 933960 18.0 239.4 7.52% 56.7 23.7%
1999 bgqhgddgéon 20.0 2515 7.95% 67.5 26.1%
2000 bgdhaddgén 20.0 261.3 7.65% 72.3 27.7%
2001bgdpgdogha 20.0 2724 7.34% 914 33.6%
2002 bgdhaddgén 20.0 2835 7.05% 1135 40.0%
20083 bggpgddgéo 20.0 293.8 6.81% 125.9 42.9%
2004 bgdhaddgén 20.0 304.1 6.58% 156.6 51.5%
2005 bgghgddgéon 115.0 313.8 36.65% 204.2 65.1%
2006 bgdhaddgén 115.0 3245 35.44% 277.9 85.6%
2007 bgdhgddgéon 135.0 335.0 40.30% 368.1 109.9%
2008 bgdhaddgén 135.0 345.8 39.04% 534.9 154.7%
2009 bgghgddgéon 135.0 354.9 38.04% 556.8 156.9%
2010 bgdggdogén 135.0 365.5 36.94% 609.4 166.7%
2011 bgdhgddgén 135.0 375.8 35.92% 687.4 182.9%
2012 bgdpgdogéa 135.0 386.2 34.96% 7415 192.0%
2013 bggpgdoghn 135.0 396.5 34.05% 800.4 201.9%
2014 bgdpgdogéa 135.0 408.0 33.09% 818.0 200.5%
2015 bggpgdogha 135.0 417.2 32.36% 900.4 215.8%
2016 bgdggdogéa 135.0 428.3 31.52% 940.0 219.5%
2017 bgdpgdogéa 135.0 438.2 30.81% 999.1 228.0%
2018 bgdpgdogéa 250.0 4549 54.96% 1068.3 234.8%
2019 bggpgdogéa 250.0 475.6 52.57% 1129.5 237.5%
2020 bgdhaddgén 250.0 495.0 50.51% 1239.5 250.4%
2021bg9pgdogéa 250.0 550.0 45.45% 1368.5 248.8%

d03dobh0gd880. 360badymom gobbbgoggdnmoa dpgmdadrgmds
33093b 936m30l 399469330, Loy dobodommbo bgmasba,
bmgmbg hgbo, gobobedrghgds dmaghmdal 30bmbdpgdmm-
300 o ghEgwESs J3ggbob g3gume, b 0o ddob gagame -
35389 dmgnghor d3990bedn dnbadagmméon bgmagsbo pgbogde
1 bosmab, wab, 33060l ob mg0l bodndombogal. 3émdalb
0603 ma76 930l dobndommén Embg dgbededabo badmoghmdm
39b0b3pgdmmdnm EsEggbamos 393wmgg J3ggbgddn: dgmans,
O7mgahgmo, 1bghgma, 39édebas, badgbhdbgmon, aébmaebons,
9b3sbgma, magzns, madgs, mmdbgddnhga, dogmde, bapgbmo-
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bogdn, dmmmbgmn, dmbdmgsmos, Gmdabgmn, bmmgszgoo,
bemmggbos, baggésbggmn, bmbgadns, hgbgon, gbhmbgmo.

63 899b930 93603033060 993 Jgggebob: sgbpéns, Eo-
boo, adomos, 33036 mba, gabgmn, 339gm0, dom o6 vd30 bo-
doaghmdm mbgdg papgzgbomo dobadsmmbn bgmasba. o-
dzo 09 9399690dn dmddgogol 30bmbdpgdmmds dabodscmnn
bgmazabol Bgbobgd got33gmme 3émagbngdaborgal, sb 3nbnds-
@7b0 bgmagebo 30babedrmgbgds abgmdbaga 3mmgdhogbo
bgmdg3é3mgdgdem. smbadbymal dogbgosge  dodsemmén
bgmagabol boopg 360d3bgmmgbom gobbbgegogds g3bmzag-
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bgl9ds-1. dnbodsemyéo s bsdyseer bgemapobob 0sb60gsGEmds dobodscrye bsdmdbdségdemer 3029006 bogsbogg-

emerdo 1995-2021 femgddo (36eag9669390)

300
250 2504|2488
- | I
3 200 ——2158]
5 711667 |
¥ 150 —
[} /
: /
€ 100 /
65,1 I
5 — ’
0 11,4 27,7 36,65 — 36,94 — 32 36| 20,51 — 14545
0 251 7,65 L d
1995 20! 2005 2010 2015 2020 2021
—— 90b0dsgm®o bgenggsbiols s
90600s¢vgMo bsdmabdsmgdem | 2,51 7,65 36,65 36,94 32,36 50,51 45,45
B0MRIGOL 05658sHEMds (%)
—  bsdmogmm bgemasliols s
90b0dse0r™o bsdmIbTsMYdM 11,4 27,7 65,1 166,7 215,8 250,4 248.8
B30MXIGHOL 05bsBsMEMdS (%)

fgoteo: 3b&ocmn @o bglads dgwggbomos sgderdol dogé, bhopobaozol gegb5cma bodbobydobs s bbgs magagosemto

(‘9(680608060‘7&0[} 3(‘9600"]{9(7&0[) 803{‘9&76{7600?

B0l 93996900l dobggam (ab. 3bébawa 2). dsgomomsr, 8-
™gobgmb 093b g39modg Eodowma dnbadagmmén bgmayeln 332.3
9360, bomm m3dbgddnbhab yggmedy depomon dabadogmmén
bgmazabo 2201.9 ggéom. o3 399bgds bagsbroggmmb, bmgméys
893m0 0036036900 1999 femaaeb 36g80gbdnl 86 dobgdmmg-
00l 3qbodadabop (Decree 351, 1999) dabo boowg 20 matos
(5.43 9360). 0043500 bgmmdghymdnl 3gbobgd® bagsbrogg-
mmb 30b0bab dg-14 3bmoal Jmmbmgbgdal gomgomabhobgdom
(Law of Georgia 6819, 2020), 2021 fomal bgdhgddéasb
bémmasbszggmasbo  bodndoml  dgbémmgdabogal  J3990bo-
30 36hmdab sbadmamégdal dnbadagnmén mbg 450.0 mebdg
(122.26 g9360), bowmo hggba gosbgebodgenm 550.0 mshdg
(149.43 g3 ) bozmgodn o6 mbs agmb? (ab. bggds 2).
bogmbi gbgoogm, hggbl dogh gosbgecdndgdyma do-
bodogmén bgmaeboy 3o (149.43 g36m) bozdsmp odomos
936 03038060b 3996930l sbommganér dohggbgdgmmsb dg-
ohgdom. 396dme, 83 J3ggbgdnmeb yzgmedyg wadsm Embgb
(dmmgatgoma 332.3 g36m) 2.22 296, boemm gggmedg domogm
©ombgb (mmdbgddnge 2201.93 9360 ) 14.74-296 badmbhgde.
b'ﬁm@gg\) 080(1)0')3, (3oM3gImo b33300@0b@360 3030{9635 boa—
dom bodhbodrem abzgbadeyg, Gmd bagobmggmmdn ,dnbods-
760 bgmagsbo eoehomap hsdmbdbgds eoggbom bosblgdm
3d0b0d73l, msbbgg®sdn sbos dab dotnmew d08bgomab, sbggg
bgmb 1hgmdl sboddgonmms ggdbdmmodogasl, ggé 38é7b-
39yl Eodom sbsdmanbgdsn dnbmomgals dobndogmméon

2 300632603780 3mdgbhobacgal mabal magagaamdo goggmama 39édbo ghmgbamo
30630l 3mbozgdgdnl Jgbadadobop Bgorggbre: 1€=3.6806 wato.
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bogbmghgdgmon bhbpsobhgdem 3867b39mymasl, badsto-
moobo bobgmaebem bhbndhméol dgdmgdaboggetop hedm-
gomndgdab, bowedndal smdmgbghobs s badgsmm gqbab
3943bob“ (Commersant.ge).

©b336300 © ®I3M3I6EOIBNIB0:

1. 93990b0da sbbgdmma bgomnébn gomebgdapsb godm-
dpnbobyg, dobggm Gogda 730mgdgmos, dowgdnm agbsl 3o-
bwbo o Egbo?joaobn 6«)680003@0—[)0305(068(936@(0 od(’gg&o
dobadogmmér bgmagebmeb ©sz03d0égdnm, bowsg mbos sabe-
bl 39dga0 dobomaea bozombgda: dabadsgmyba bgmasbol
Jaboadbn, bmmo s dobo gosbgaédndgdal dgmmpmmmgan-
60 boggdgmgon; dnbndoemgba bgmaabol babgmdhogm ég-
33m0hg30b bggbhm s bedrghgdn; dobadsada bgmaabal
0bpgdbogns badmdbdadrgdmm bogmbgmdy agobgdal Bboal
3qbododabe; dmdndoggme 3ohgambagdn Gm3dgmms gbgdem
3060b(hnkgommo dnbodocndn bgmasbo; dobadagmméa bgam-
qobob gobdbedpgbhgmo mbgebmgon; 3mmadhonéde bgmdygs-
émgdab boggmdgmo dabemgdn dobodocmmba bgmasbol pmbyg
©a bbgs;

2. 3obodogmmn  bgamagabol  gabbadmgénl dobomswn
36ab0dgon mbs agmb: dmdydeggms bmposmmbo ©oEg;
,bgmmabol badebomoobo mbalb® domhgge; dobo bomsebspwm
©mbgdg dgbobhbgde; ,0obodobn Bbmdabomgal msbsdatn
3boBromhgdal” 30nbndal Eod3g000930; abggmaiaal (9ddg-
30b dgbadedaba dnbadagmmén bgmasbals babhgdodmn Gg-
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©38M3¢OBNY, ©3LOIFIBY, 33362 (MIA3MBMBN3d @ BNBSBLIBN

gbdomo-1. 3bmdab 56s3ms7630b dobadagmzbe bapopg @390 g36m30b J399698d0 s bagsbmzggmmdn 2021 femab

dpgmdsbgmdem (536m)°
d0badocmyhn bgamagabo
N 9399060 dnbodocmmrn bgmagabo mg93a (ggéom) N 9399000 03090 (9360
1 3gamg0o 1625.72 12 boghmobogdo 1701.0
2 dmmgathgmn 332.34 13 3mmmbgmon 619.46
3 16363900 476.0 14 3mbimaamas 775.83
4 39¢63obos 1585.0 5 ém30bg00 466.72
5 badgédbgomn 758.33 16 bemmgozgoa 623.0
6 0bmabas 1723.8 17 bemmggbos 1024.24
7 9b3sbgm0 1108.33 18 boggbrobggan 1554.58
8 o300 500.0 19 bmébrgogo 567.32
9 mod3o 642.0 20 hgbgan 596.36
10 7dbgdd7bg0 2201.93 21 9bhmbgoo 584.0
1 dogm(o 784.68 22 bogdoboggme 5.43

pgoe: 3bGoemo dgwggbocmns ogherdob dogé 93603059060l bpodobhnzgda bodbobytob Eurostat-ob deboggdgdobs @o
bbgoobbgo 0bdg®ban-6gba®badol godmygbgdol bogydagem8y: visasam.ru; (nonews.co); https://ru-geld.de/salary/europe.

htmINeminimum; (zagranitsa.com).

3306 930; bgmagabol bogbom pmbgdg gogmgbals dmbogds.
03 ®30mbodnboo bgmaalbal dobadamnén Embg dgadmgde
3obgabogmmm, bmgmbi g3mbmdaggbo bisdomodsgaabs o
393mbogmgdab gobsfamgdal 33cm0mg393al 7B¢mbggmymayn-
boggb dndatrorrma Jdgoma 399obaddo;

3. dobadogmgbo bgmaabal gosbgobodgos 1bps dmb-
b bgomnbo  dobodoemmn  badmdbdadrgdmmm  domgghob
boggmdggmBg. gb 73060b36gm0 Hoérdmopgqbl osdnsbal do-
bodogmyéo dmmbemgbagmgdgdal, dabo bmbddsendo  Jdg7-

botnobmdal 7867bggmymaabamgal bogobdm, s730mgdgmo
bogmbgmal (3mdbobrérgdnl) bozbhgdal watbgdmmgdeb. od m30-
bobzbgmolb 89dswggbemmdadn, Gmdgmog dmopagh bbgsws-
bbgs bobob 33980 36mE7dHgonl, bLadéghggmm bogmbemabs
@5 dmdbobjbgonb bazhgdl (33900b 3bm7dhgon; debbopdg-
™o, mgohgnmo, ggbbodgmo; bobogobaabs ©s 30gogbol
50300360; 83@0503350360; boaggé)Egm ©o 53@@3&)3@—[)08(0—
Qo3bmghgdom abndbnmgdal bogbgda; bogbmgbgdgma dabs,
3mdbogmbo  Jodbobmégos, bomdmde; bagmaspbmghgom

bg9ds 2. dnbodsemyéa bgemgsbo bsgsboggemerdn 2021 faemb (936)

149,43
160 122,26
140 y_ -
120
100
&
% 80
60
40 5,43 4,5
20 A A
0
1999 §jemols 2020 fewols 2996356089000 Category 4
s©a960egd0 3ob6mboom
o
1 3060 byeregbo| 5,43 | 122,26 | 149,43 45

fgo60: 366000 daggboemos 050l dngé bbgoabbgo mangosemd0 fgstegdowob derdmzgdnemn 0bagerddsgonl bogydagam8ys.

% Bobgoegom 0dabs, 63 Bmgagh dggsbedn dnbadacmmbn bgmasbo gebabsdmghgds 1 bosmab, @mab, 33060b o6 cgal badgdombmgab, sbéhamda sbobmma 0bgm®dsgas

3000063060893 mm0s ;g0 §bamdo.
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dmdbabmygde; (Hosbbdmbhn ©s 393800003 nmmds; bogno-
@6-390H07we dmdbabyhgds, Eabggbgde) vyzemgdwer
16 agomb gomgamabhobgdmma bogompgdnmm gowababaog-
00 ©d dbatnibgdn, mdmal gotrgdg;3 gl s@ednsbal (3bmg-
6980 fobdmragbgmos;

4. 3obodogmmbo bodmdbdobrgomm domgghob dgdowggb-
mmdado  33980L  3bmEnhgoal  bozhgdal  3mb3bghmmo
bobgmogdabe s Gomgbmdal wsbopggbop bogobms gom-
30mm0bfobgdamo agmb: bogosmgbo 3e69dm, gbhmgbnma
h393980, oboza, bqbo, 3bmEnhgonl dommmgonba wabg-
Omgos, 930bmdzal dpgmdsbgmds ©s bbgs godhmgdo.
>0b0dbrmals bagobmgds gobdnbmdgdnmas ndom, bmd spe-
d00bdn 0bsbb7maebmgebds 339003 dgndmgds gedmahzaml
bogmagbhgdoms 33mob dmdmo, godoggbo gobgomatrgdal
39q396bgos, gmbgdbagn gobgnmatgdal Bodmbhgbs, mbge-
60830l goddgmgmdnl podggamgds 3o3bg ggadhmbgoal dadobro
(030@0')60, 06033{1@')360 o bb3o), 083600300[5 @ojggomgbo,
bobbmbozmgdmde s bbgs. sdadhmd, bognmba abg mbos ngmb
390g9b0gmn, bmd 1BéH7bggmymb mégebaddal bmddsmmha
3bmggmdmgddgogds, domamo dbmdabrbatnsbmds, 33900b
3bhomE7dHg0b Gompgbmds 3bs 399badsdgdmogl mbgebo-
8dob gnBommmgngé dmmbmgbamgdgol, bomm Gognmbal
30mmE0Tmmos gbghgmmababobzgol;

5. d0b0dagmmérn bodmdbdabrgdemm domzghol dohg9693emals
bégmygmgamo gosbgendgds 3bs dmbogl bedmdbdebgdmm
gobgmmdsms 3om3ggmo ggmael Eobsdnmgdnmo beobdg-
00l ©adydaggoab boggmdggmdyg, 6o bogntmgdl bdgzoommé
303m33mg30L ©d dmambmgl bdgznamoabims ©opa 237030b
dndomdab. T-débmdobnbatnsbo dsds3030b dobadagmybo bodm-
dbdobrgdemm d0729h0b wobgdmgmgds dgadmgds gosbgatndmm
3930930 gm&Inmal godmygbgdnom.

6. Jobobemgmdol @sdamdgdmbagmasbo 23739300 o-
3300, bowabdal @mbal éggmmargdals, dmbdadrgdal mdpnds-
760 bhebpobd b gmddatgdal, dmbsbmgmdal 39dmbsgmg-
00l 0gghgbinsgnal Ggammodrgdabs o bbgs d08boor 1bes
3930030mabhobme abog, Gmd boghomsdmbabe dhsdhnzada
3036399870 bodmdbdodrgomm da729(hgonb bbgs gmbdg-
003- 396dmp, boobbgdm dabadzda, Gognmbsmnda ©s gmo-
Bobmmo bedmdbdabgdmm dogzgho (studme.org). domgeb
bosbbgdm dobadndal domzghn dgndmgde godmygbgdamo agbsl
dmbobmgmdal yggmedy ©edemdgdmbogmosba, dmbygmawn
396900b ©abogogee (abgomoagda, 39bbombgégdn, 13m3g-
36930, sbomgadbgdn, dbsgamdgamasba mzebgdo s bbgs),
bomatndal embabs s dabdedgdal 3gbsdizntgdmo. bomm

dobadognméon bodmdbdabrgdmm domggho, Gmzmby dobads-
@760 bogosmaho bsbosbho bogadgmen 3bs ©ogomb
dnbodocmmdn bgamagabol 3obbedmgésl, 13émbggmyml dérm-
dob dobodocmnbo  9399hnobmdal 3G0hgbondgdal Eoggbs
©o bed3dsc domab beddommn 33moghoéddmgds (sEadasbal
g0d0376k0 ©d bymogho domgdal spwggbs, dabn dobmgbrmo
30630006700). Gogombagmmédn badmdbdebgdmm domzgho 30
bogobmo dobdatgdal mdhndagmméa bbbl gmbdatg-
Bnbomgob 0 030 8603853@0)305 nGb@)é)ﬂagEob 60(4)80)0@83%
bodgemm bgmaebol boapgdy 39dmddggdnl mgembedéa-
boo. GoEnmbsen®a badmdbdadrgdmmm do729h0b Embgdg dbrm-
dob 0bBdmanérgdal embalb domhggs 7bs gobogl Jggybolb dem-
bobmgmdal dbmdnma 3bmghgdal batabbabe o 3bmgbgonl
©mbol 8dsmmgdal baggdggmo, o dndobodrg gammdsemhn
30b@gdnnl 30639380 bobgmdhogml 3bndgbgmmgaba beo-
amnbh-93mbmdnzmdo sdmebss. gmadebamo, 3bqbhozmo
bodmdbdodrgdemm damzghab gobbodmghoals dodobo mbs agml
393mbogmgdal gobahomgdal babhgdab bégmgmas, doo de-
bals goblbgogqonl, @ggégbiasEnal Easdedmbals 3gdznérgds,
beagnagmbo badsbrmmasbmdal psd3z0pbgds o dgbadsdabao
bodmgomgdsdn bmgosmndo adedmmdal batnbbal 99330~
69do;

7. dobgooge 0dabs, Gmd dobndocmmdn bgmaeba go-
dmaygbgos 3bogem 93990bo8n, dsabz 0b s6bgdmdl gbmnsba
33ba dob bogbhom bobgmdhogem mbgdg bezobmbdpgdmm
Paboor opggbobmeb ©sz03800hgd0m, bmgméby badobmgg-
mmda, abg gebgomsbgdnm J399690da. 396dme, dnbadocmhn
bgmazabol ahgbgdal dmhabssmdpgagde sgsmndgdgb 39dwga
063739960 g0b: dobadoemgbo bgmaabal ©ahgbgdel dgwggew
0860930 7373930 m3s ©s gbadedabaw dob o6 goshbos Eopg-
30m0 9999hgd0 bowsebdgdg 39dmddggdnl mgemboedbnboo;
abbhgob 30mbzabgbiosl dbmdal 308obdg, ghoboswdwogagde
00k3930b obobodrzgdal d9d306H930L g3mbmdagnha o3qdab
3960mpdn, gobodnbmdgdl gabgdal dbwsl; géem g dasbl
0949b93L dgadg 308bgbl, gaég dbbgaem d0Bbgbl; di30tqdl
dommbmgbol bodjdocm dogmedy, badndsm Gmal ob badndom
2@g0mgdab 393306930l batrz89; 0hg93b nbgmagnsl, Gowgob
308bgbo  3E0mm3l  Esbsbadrggdal  3m33gbbognal galbgdal
3é0b 39d39m000m; 0h393b Jmbobemgmdnl nesdedgbo ggbgdal
anm@ngogoob, do0 ool @030@)360000 305000@360[) 30993—
05do, 0dmyggs Go dommgal badndamb dogdal badmoamgdsb.
bbgs d33tmg306ms 33600 dabadocmmdo bgmasbol bsgbhom
bobgemdhogm ©mbgdg bozebmbdpgdmm Hgbam Esggbsbmsb
©53089069300 30 dmbogmmebgmo  EsEgdemn  gggdhgdos:

N -3om0ob badmdbdatrgdmm qgabgnmmdsms ggmagdalb Gompgbmds.

n n
r=3Y aij-vi

i=1 =1

80

Ni-i-76 237590 badmdbdstgdmm gobgmmdsms Gompgbmds.
Aij-b2303bdobgdm gabgnmmsms i-7é 2g75d0 =3¢ Fobggmmdsms Gompgbmds.
Uii—boamabao(@gbqpm cgobwqpmbomo i—:]&) 3163(3‘30 i—:]é)n %obw@mbnb 030[50;
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3bm36 00l Embal sdommgds dmbobgmgmdal mEodadgbo o
bozmgdo oMo ggbgdabamgal; 3gébmbomol dmdngszaal
3odm0gégos 99999¢0oba, dosmdfebdmgdmmée dbmdabso-
30b; 3mbdadrgdnl bhndnmargds matndn dmbabmgmdal homop
gmoeo dabob gadbealb 39dgg9md0m; 308bgbal @sbsbadggdals
393306g00; bobgmdhogml begosmmébo obobobrzgdals dg-
d30hgds dmbobemgmdal mmedndgbo gq9bgdals dgdmbogmgdnls
360l batogdg o bbgo;

8. gt s0badbnmabs dodpnbatg gemmdsmyho ggobs-
bbmdo o 93mbmdnznén 3¢08abab g¢eddg, dobadocmmé bgem-
qoblb dggdmos dgobérmamml 3bndgbgmmgaba boma badydom
dogmal  beoddogmmn  3gmoghatadmgdol  Bbmbggmymasdo.
396dm: 030 gobbedmghogh doéngn dérmdals baggabméop dm-
dmdogab bodndom dogmal 3gmoghocddmgdabsmgals dobadagnay-
GoE o730 9890 dahgbommn bozgmabs s dmdbabmébgdal
doEmmmdol s adgmggs dobo domgdal gobobnal; dobadsgmy-
60 bodmdbdabgdmm do7z2qhob E™bgdg Eawggbama dmbdstg-
00l obgon dmEmmmds gobbedmghgde badmgopmgdal g3m-
bmdoznén dmigbgaomal gobgnmebgdabmob 3gbededabmdsdo;
dobodagmhn bgamagaba, bgmagebals Ggamado ogqghgbiesgaal

13b033bgmmagabgbo gadhmns, Gopgsb gogmgbol sbogbl
bogmby bodgemm ©s dobndommhn bgmasbals, abg gom3g-
M0 3300003030760 2315980l 5badmagbrgdals mbmagho-
39b030dabmdsdy, 036gm39 3hmnb sbsdromntgdal dnbndoemyb
©d dogdbodagmér Bemdadg; dobadogmybo bgmagebo gogmagbol
obgggEb bgqycgobnb bo&gj@?]é)o%g, dobdo 83(98030 0 (330Mmg-
do@n bofaemgonl 7bmgbmdgbsdsedabmosdy s dmmoasbop
bgmagabol mégebadanedg bohakdmdo;

9. babgmdhoggm Ggammabrgdal gmbginsl 16s dogzmom-
3698mEgl oo dobrhm dabodocmnbo badmdbabrgdmmm dogg-
hobo o bgamagabol gabbodmgho, vbedg dobo babhgdodmton
3000b0b230. ab 360h)96073930, Gm3mMomsg dmsghmdsd Jbos
0bgmddmgabgamml gopobobggabel, 3gdwggns: badmdbdatgd-
™ bogembgmbs s dmdbabnbgosdg gabgdal 8éws, nbggmao-
ob $993930; badmamm bgmagabol dhps, bedxdom domols 308-
6al 300b07bg(h60; bogbmm g3mbmdnzmén dobmdgda o bbgs.
ombodbymo godhmbgdn gobbedrgheggb gowababggal 3géo-
mEbog. 07 gogomgemabfebgdm Bggbo J3g9g4bob Emqgebpgm
dpgmdobrgmdol s nbgmagnal (h3393L, obgmn gowababgge
16 dmbgl 3306080 gbhmbgm donbs.
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Abstract. After gaining independence of Georgia, the banking system has made a significant contribution to the Georgian
economy. The financial sector of Georgia is fully represented by banks. The profitability of the banking sector is one of the best
in the region. According to the data of the first and second quarters of 2021, ROE was 16.5%, and ROA - 1.8%. The high rate
of profitability ensures stability in the banking sector. Despite the stability of the Georgian banking sector, compared to other
companies, banks face a more competitive and volatile global environment. In general, the banking sector is very sensitive
to public scrutiny and the risks associated with management and stakeholder failure. Governance issues in banks are gaining
enormous importance.

The purpose of this research is to study the determinants of the structure of the Board of Directors and their impact on
the profitability of the banking sector in relation to Georgia. The study identifies the structure of the board of directors as an
alternative function of the management mechanism, the characteristics of the board, and the control variables. The banking
sector of Georgia is represented by 15 banks, whose empirical research was conducted quarterly for 2017-2021. The study
found that the size, firm size and age of the supervisory board were negatively correlated with ROE, while the size, duality,
concentration of ownership and institutional ownership of the board of directors were positive. However, these variables are
not statistically significant.
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6O3306dM LNOY3IB0: S3IEOMONL MAMENY, 3GNBBN3OLN, $3IBDN, CNEGHIIOME0S boddM,
06LO0OTBNMBSWIMN LO3INE®IBY, LO3INE®IBNL 3MBBIBOEGOBNY, SVBILEGITWIdIT()
©0&IFOM®IoNL OISO Mo, WI3IMNSN, ROA, ROE.

60006980b030b: Lobobmmadg, ©., odnbadgama, 3., Joogodgomo, w., d3b20dz0mn, o. (2022). obgdhmbdoms boddmb

bybndhméab ©ghgédabsbhgde s domn gogmagbs bogobmggmmb bedebzem bgdhmbab gagdhosbmosdy. gemmdocmndogos @o

808b3b0. 13, 83-91 https://doi.org/10.35945/gb.2021.12.012

93L030Q0

©33dm730090mmd0b dmdmggdal 393wgg bageboggmml
93000303736 363000690580 bodobzm babdgdel 3603dbgmmm-
3060 fgmoma dgodsb. godhemdéagew bodobmggmel bogabeb-
beo bgdpebdo domoasba Hatdmpggbamos dsb3gd00 (90%-3
dgthn) (OECD, 2020). bsdsbzem bgdhmboal egbhedgmmds ég-
300030 gbo-gban begzgmgbme. 2021 Hemal 3obrggm ©s dgem-
67 3356 hdob dmbs3g3gnm Esdsbogdmm 3ed0¢mBg 1373930
ogm 16,5%, bomm odhoggddy 13133980 - 1,8%. Gqbdodgme-
00l domomn dohggbgdgma badebzm bgdhmedn bhssamabmdsl
1867bg9mymal. dogbgooger bagobdomggmml badebzm bgdpm-
Gl bsdamgbhmdabs 30b3q00 bbgs 3m33sbagdmsb dgpstgdnm

84

19360 30b37369bdmbobsbn s 86sbednmmmb gmmmdsmméo
30693l Hobody ©gebob. dmgama, badebzm bgdhmba dsgmash
dgbdbmdootrgs  gbhma  dbéng  badmgamgdal  3mbdtmemal,
bmqpm 83(*)(4)3 35(4)03 8353;336@0[)0 o @0n5®3@3b353@0 doo-
69900l Hatdahgdgmo 36hmgbommdgdal Gab3gdmob.
3d9692d9b¢bo o ©anbghgbgdam dbatggdmeb mbmng-
Gomdab 3hmqbdo Eahgdhmbdns baddm séab Bops ddsbogy-
mmdab Godpgbody dgdobaddapeb gbho-gbma, bmdgma dod-
bo abobagl mBmbggmymb odzombghgdals s dgbgzgégonl
0bhgé9bgdnl d3npbem msbbggds ©s ©abindmabs ob sdm-
gbghol bozmgdo gagdhoobo dgbgzdgbho. 0obodgobmgg
®bg0b0do300b mgm©osda mgambobobmes 3mbamadhn odgom-
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(Berle and Means, 1932) bodgobdoom ombadbsggb gobomo
3936399310 boznm®gdal s dobmeb szog30bgdamo do-
bodmbabgolb 3hm3mgdgdal 3gbobgd. dmmm mba smfmgmmals
30b303mm3dn 3mb3mbopnrma 3mbhdmmol gagdhmén dg-
406083330l bobbg (dog., babsnpabza oggombgbgdal dngé)
0 g36000985b 0g393L, Gog 3md3mbatmmo dobogal bo-
300bgdab (mgmbaies smdabbmmgdgma pabgdhmbnl Ene-
mmdo, boddmb Bemds s gdamggbmmds s baddmb fggégdal
063 mabHgds) gddnbonmo 33mg3930b 3Bob Gompgbmdedy
anbobgde. o3 dh30390mmgdgd0 0936 83 boznmbdg bozdome
3oblbbgoggdmmos (Gugler, 1998). sqzombgbos badsbormgd-
6030 Ed330 5dmm0ghgdl 3gbadmgdmmdsls, Gmd gabsbbalgd-
do 0300600 Homo doopmb gamopa babbégdal bozepgddn
(Sheifer, 1997). abgqbhmébgdal badsbomgdébagn ©oigab
36)00—3(4)000 ongj@no odBnWB{]émo 303@360 3363;835@)0[) doo-
bodtnbgdg. 30bboznmbgdom 03 d9dmbggggdda, bmpgbsg
bognobgdal 30bggbhtogns adamas, odznab dgmmdgmagol
9969300 bhndmma, gotzggnmbome goszmbhbdmmmb bod-
3ol d9350g9bemmds, 03 0dgE0m, Gm3 Eabgdhmbos badmb
30bpmmo gogmgbols dmabpgbl goédal gabsbbné dohgg-
69dmgdle s @abgdnmgdedy. mos dmébds (La Porta et al.,
1998) oh3qbg3L, b3 3mbgbhntgdmmo bozmégds brnddsm
0m3mgds dngm dbemgmomdn gebs 93d-0bs s o dho-
Bobgoabs, basg ofzombgbms 1amgdgdnl bodsbmmgdtaga
00330 dqpng@no, d&f]gggbob 333@)3[)(0?)0[) bosaomgg 5(05635@—
Gobgdamo bognmbgds oggb.

30639830 3dobhoggmmdal boznmbgda mBadsdaé dbad-
3bgmmosl  adgbl. obebadbogas, Gmd  bodebmggmmdn
30b3mbogogmo dobogal bodsBober bheboabihgdl swogqbl
,39pe6dgms Bgbobgd badobrmggmml 30bmba’, ,qgabosba do-
®omE9d0l 85860l dqbobgd bogobmggmmlb 30bmba® @ 8-
(7m0 d0b0Ebg0b, sbgatndggonbs s sl dgbabgd
bodoboggmmb 30bmbo“ (Baziari et al., 2019).

abg3g, 36033bgmmgb00 bogbmodmbabm bhebooéhhgddg
©o3dbgdmmo 3003963070 8863980b 3WG3mbsama do-
G030 3009dbo%, Gmdmal dmmbmgbgdal 3gbbramagds boge-
wEYSImS bogeboggrmmde dmgdgro gggme 3m3ghiogee
00b30bs o Ebmnn 3063930l gomasmgdal 8b dgnmmdamg-
dabomgal (bagobroggmmb géhmgbamo dobzn 2021).

2333000@ ombndbrmo 33emg30l dodobos, goggm jombge-
89 3obbo odznmbgérgoabs s dgbg2gégoal Hbmgbmmdalbols
bojoémggqpmb b06053m bnb@gaoran @n&gd@m&)mo boé%mb
L9600l ©g(Hgtdabobhgde Go Fogmgbsl sbegbl 3mdg-
G070 30b3930b gnbobligé dpgmdatrgmdsdy.

modghspéhab sbsgmado

d bahomdn gobgobomoge obgdhmbdms boddmb bibnd-
Bmab bogombgdmsb s303dnbrgdam dmbodbgdgel. geds o
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296960 90b0dbog9b, Gm3d Pabgdhmbms baddm séal 3mbh3m-
Gohommo dobmgal dobmgn, Gmdmab bybdndhmds gogmagbol
obpgbl dnbbogy a37bd309389 (Fama and Jensen 1983). Bem-
3000 ©06gJhmbdms boddm sbbh7magdl bed dobomep sdm-
(30bab (Goodstein et. al., 1994). 3obggmo, ob s30330690b
mbgabodagasl gobrgdmbmeb o 33é1bggmymal 36a¢0zgmo
bgbmbbgdea (Williamson, 1996). dgméyg, bsddmb og3b dos
dobogabs o dmbo@mdnbgal sdmsbs (Barnhart et al., 1994).
dob Bgmdmos ssdyatrmb hgbénga b dmagammlb sébsgagdh-
60 39692d96¢h0b 3bEgdn. dgbody - Loddmb dbadgbgmmmgaba
bowo gbodgds bhdohggonmo goshygghomgoal domgdsdn
(Fama and Jensen, 1983).

fobodwqdodryg 33mg30 9dmgbgds dgmérg odm(3ebals, 3960-
dop, g0®dgdal gagdhnobmdsdg dobmgal dops dgqsbod-
dob gogmgbolb dqbfogmeb. dmblbzo ©s dobmga (Monks and
Minow, 1995) mognsbor bodémddn smbadbaggb, Gmd boddml
dngb gabbmbngmgdam dmbapmbobzl bsdpgomoew dg7d-
™00 300732396l 39692960l goahysghomgdgdol bacnbbo.
bodgogamynhgm o Eabgdhmbns baddmlb dmbahmbnbgal
bomob 308hosl bbgawabbgs sbdgdha gobbodmghogh. géom-
9600 domgobos baddmb Bemds. agmgdmosbo s gobzgmBhgaba
(Haleblian and Finkelstein, 1993) 533039396, 63 datmgals
©0E0 3cdab bodgmb dmagatn 330bodgbmds séals ab, Gmd o
2379 0d3b 36mdmgdganl gosdbal dgho Bgbadmgdmmdg-
30. 07939, bogobsmms, md domasb apo boddmgdn sbog-
g9ddméos. 29bbgba (Jensen, 1993) spbadbogh, bmd , 237039~
30b Béobmob gbhms, abobo bozmgdew g99dmtn bpgdash,
60pgob 3mmbEbognabs s dbmizgbol dbmdmgdgdn odob-
536[5 33@)0 ogpoBooBob 8@6060@3«)60[5 330(60(53[)0’)636[5“. @03—
$Hmb3> o mm&3ds (Lipton & Lorsch, 1992) nabem dpz0p90
hodmogomndgh megnsbma dmbadbgds, bmd |, J3930L bmddgen
139h9b boddmdn Eabaggbdzondns®. Bodbs @s dokbo (Zahra
and Pearce, 1989) s3¢3039096, 63 3gbodmmo s¢bgdmdogb
3060960, Gm3 baddmb 3mdad dgadmgde Fobymaamoa gogmgbs
dmobobml 30d3sbaob gg39dhnobmdsdy. m7di3e 93 bozombdg
9330607m0 330390793980 bozdome dhacns. dgbedhbggn
3odmbozmoabos 96Hdazal 33mg3900 (Yermack, 1996), émdg-
m3dag godmagmabe, dmagho bggohondo dodobmgds gatdal
99399H0obmdsbs o bodgml dmdslb Jemcnl.

bodgmb m3ndocmméo Bmdalb gobbadmaho 333mmgg06930l
©905(hg30b bogoboo madphmba (Lipton and Lorsch, 1992), 29-
bbgbo (Jensen, 1993), 96ds30 (Yermack, 1996), osm@mbo
(Dalton et al., 1999), 3gédsmobo (Hermalin and Weisbach,
2003). 33mggebms gbmo ggmgo wadhmbo (Lipton and
Lorsch, 1992, 296960 (Jensen M., 1993) 300hbggl, 63 boo-
dob d30bhg Bmds EoEgonmop snbsbgds gaédal bogdnsbmde-
89, booemem dgmbrg 237930b 98000 - 3393960 (Pfeffer, 1972),
3mgobo (Klein, 1998), s@sdbo (Adams and Mehran, 2003)
- boddmlb oo 3mds dmBatnmé 3ogmgbol sbogbl gatdals
bogdnsbmdody, g0bsopsb dnohbose Gm3 beddmb oo dmds
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1061b39mymab 95399h0ob dmbodmbabzbs s gemehyzgho-
00l domgdal 3 mEqbb. aboba 30b3 g3bbmask dzndrg Berdals

booddmb, mgmasb Gmd dbbgagmn Bmdal baddem ohywgds dmmd-
bgammdabs @ ,gbabonpabgal® 3bmdmgdal. baddml Bemdal
B3éabmob ghmop 08bgds ,gb0bsnabgal” 3bmdmgds o
3306 Eg0s baddmb bogdasbmdal gagdhasbmds. swbadbrmo dm-
boBégos dpzaigde 29bbgbab badbmdda (Jensen, 1993), G-
dgmog 00badbogh, ©m3 d30ég Bedals boddmdn goshygghomyg-
00l dogdab 3bmEgbo gagddsbas 306g0 3mmboabsgaabs s
3037360303000 o330 36m3mgdals godm. géhdoza (Yermack,
1996)-0 o 0089b39égn (Eisenberg et al., 1998)-0 mog0obo
33939380 03()30(39896, 63 33069 Beadals boddem sbmzndrgde
706dal dopam eaéhgdmmgdebomeb, bomem oo Bmdal baddm
ohygogde 3037960303000 o Esdsz03d06ggma 3bmzgbgdal
3hm3mgdol, Gmdgmog megab doéog ofhggal 3mbgmadhb
(O'Reilly et al., 1989). sbpégbds (Andres et al., 2005) po-
0g0bo, ©md 86bgdm3l Fabygmaomo 3939060 boddml dmdabs
© 8363900 530bablmér dobggbgdmgdl dmnb. 3gmbeddnd @s
bodomomalbobds (Velnampy and Nimalathasan, 2008) dg-
abfogmgl go®dol Bmdal gogammgbs 3gommbals bagatrm dsbzal
©d 390mbals 3003963070 856 30b 3mdzgonsbmdsdg débo-me-
63990 1997-00b 2006 Hmedpg 3960mpdn @ eswgnbgl, m3d
06bg3m3l dmdahondn 303d0b0 gaddal Bmdsbs s dmdggdn-
36mdsb Foréoals 390mmbal 303gb 0 30639330. bbgs dbérng
3monbo 833039800, Gm3 sxdabbymgdgmn Eabgdhmbgdo-
bomgal bhggal hodo s 360dgbgmmds 08bgds mbgsbode-
300l 30033mgdbnémdabs s Bmdal Bébsbmeb ghmsp (Klein,
1998). dogomomop, dbogam bggdgbhdo dmddgo agglbo-
703069073 gohdgdal d9b92d9bnl dgbodmmes obdobrogm
3033mgdbgba Gbgge o bozombal ghemItn gobboemgs
(Hermalin and Weisbach, 1988), 3qbsdsdabow sbgomn ¢odals
306300b0m3g0l s7300mgdgmo bgds boddmlb dmdal Bébs. o3
3bom0daab 3odmdpnbatg 393wgan baboo dmgabpgbo dndm-
0930b gmbdnmadgdsb.

H1. badgeb Berds 3mBagondop séab ps33306737ma
g063dab 539JH00bm3sb0sb.

©985hg30b bogobos sbggg, smdabbnmgdgm ©obdgddm-
600 Em®osbs o gahdal gg3qdhrobmosl Bmbal dndsérog-

00. 396dm, 939bhmdal mgm®anl dmdbéggon s3(h3039390,
bnd 850(4)336b Bl (3(4)05(3030@0 o 083500) 5m6c8qpnj(90
306 E730m00. 83 mgmbaalb dobgwg0m, 0bpagaae 3mgdgogdl
130bohqboe megabo 0bhgbgbgdopeb gedmdpabobyg gowby
oqj)oé)nob@g@ogg. o0 8(*)[)0?)(4)360@05 8030’)8@060&)3 ogyaob—
Gmgdgmo obgdhmbalb Ememmds (30380baébgdnma mo-
©gbmdab bidydhabe) ofizggh dowegpmodebs ©o gawgde-
dmboemgdal 3mbbmmasnsl, Godsy 3gndmgde Hatdmddbel
©ohr393900 ©d godmahgoml baddmb g9dhosbmdal dmbo-
Hhoéabgal 893306 g8s o 39bmbigds (Solomon, 2007). sbgmo
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dmoghn s0dabbdnmgdgma pobgdhmbn, bbge dgdmmoaqdals
o6 56bgdmBal 3060090dn, 0dmddggdlb megabo 0bhghgbgdo-
©ob g0dm3ddnbodrg, Gads 3gndmgds ©ssB0sbmb 3énbinds-
™ol 930bmdnznén 3900momgmds (Deegan, 2006).

00dobbnmgdgmo  Eobgdhobab E7emmds  8d30bgdl
©0bhgdhmbns baddmb dmbagmbnbgzal Gmmb sedsbédmmg-
39 d9bg296dg Gado, mogal dbéng, dgadmgds Matagmaa-
0@ 0d0gdgemb 3mbdmbahgm 9g9Jhesbmdsdy (Elsayed,
2007). 5360350, 539b¢m30b mgméns gotemomdlb nebymagon
393906 0pdabbymgdgmo b gdhmbal emmdsbs ©s go-
6ol 9399(h0obmosl deméal (Boyd et al. 1997).

33399600 gobbbgagmgds ddobmggmmdal mgmbas. 3de-
bozgmmdal mgmbns ®3hdabhmden 797690b s@adasbal
(d9bgggtal) dizggel, Gmdgmoag 93(h30398L, O™ sgqbhgde
bmamog o6 9600b dmngodrgdmbo 0baga7gsmmén dndbg-
300, 06039 dmddgEgdgh ©ahgdhmbgoal abhgbgbgdnpob
3odmdanbatg (Barney, 1990), (Donaldson, 1990a), (Davis et
al., 1997). 3 ;mgmboal dobgogom, dgzbngbas 237030 gotor-
3l 20dabbnmgdgm pabgdhmbms dosmsegamgdal 30bbem-
moEsEesb. bbgs bogyggdnm, bmd godgem owdabbmmgsgmo
©06hgdhmbab begzgogbm dsbmggmmdoma Gmmoa dgadmg-
3 dbmmme dodab gebbmbagmogb, GmEgbog owdobér-
™30gm0 Eohgdhmbgdal s baddmb 0megdzomdatal Gmmo
3096m00bgdnmos (Donaldson & Davis, 1991), (Ong & Lee,
2000). dodsboady, ddobrmggmmdnl mgmbns gg00300mal
3mBoho7bh ©ddm30gdnmgosl opdabbnmgdgmo ©abgdhm-
6930l E70mmdsbs s gahdab gg99hnobmdsl dméal (Boyd,
1995). odgg060p 0badbnm 33mg3080 gomgamabfobgdmma
06330 039b¢mBal mgmbanls 396b3gdhnge. 39¢dme ogqbdm-
30b mgmboal mobobdo, spdabbnmgdgmoe Eabgdhmbab ©7-
ammds d90930690b gahdal gg399H0sbmdsl ©s ndmmgdabag
393930600600 hadmgagsmadgom:

H2. spdsbbmgdgme eabgdhodab egomeds bygshe-
63 3é0b ©s3533067873m0 gabhdab gg9dhosbmdsbosb.

bognmbgdal 30bhdmma o abbiagmzombagmmén be-
3nohgde sbggg goédab 9g99hosbmdal 3badgbgmmgeba gmg-
dgb(y0o. dogomomop, 0309d0bg0 (Agyemang & Castellini,
2015) gm3zgbobgosl obgbl Lozgmbgdal 3mbhdmmbs o
boddmb 3mbhdmmol bobhgdedg, Gmdgmoy dmddgogdl go-
b30m06 93000 J399b900b  3003mboEngede s gobemmb,
63 qb bobhgdgde 3b0dzbgmmgebas gobgamsbgdew J3g9bgoda
39630 3063mbogonmo Jobmgal 3bogdhozol gobadmaghgs-
™o. 306g8mo-3mmgdebds (Kyereboah-Coleman, 2007)-3s
3odmagmonbs, Gmd abbhndmnmbomyb bosggam 3edademda
dmbohomgmos B3ébalb gobdal badsdbem mahgdmmgosl. bbgs
dbbog dsdongbds (Mashayekhi & Bazaz, 2008), Gmdgmag
0339300 30b3mboganma dobmgol 0bpgdbol Heomb gab-
dob 98399h0obmdsda (3gdmbogomo gho od3008g, 3g3mbogomn
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©000bEgd7m oghnggd8g, dgdmbogoma adabpgdnm odiznge-
83) godmogmobs, Gm3 abbhndmzombomybo abggbhmbgoal
26bgdmds ob o6l dmBohondop ©e3eg800hgdmma gobdal
9939900obmdsboreb.

H3. abbn@ggnmbsganba bszgmhgds 3mBahaghap sbal
©33938063373m0 gobdab 539JH0obmdsborsb.

3329300 gomEowmgos @
9930607mo doEgmo

ombndbrmo 33mgze gdbobgbgds ahghmboms boddmlb
bybndhmeab ©gphghdabsbhgdel gogmabal dgbhogmols bode-
Goggmob 30m3dgbEonmo 30b3980b ga3gdhobmdsds. d0Bbal
doboohgsem  gddeébnmmo  sbagmaBabomgal  3edmygbgdmemas
96 m3gb7m0 3630l dmbszgdoms 308 o EsdmI0IdgMO o7~
ohmbamo  ©abzgbs, (bogdobmggmmlb  gbhmgbrma  dsb3o,
2021) 3obdo bgmdabophgomdas gbmgbmma 08630l dmabem-
36930b, 30396307 3063980l dgbobgd bmgmé gabsbbéa
0580(60'33360[) bogé)moramé’mbm bOOBQ)oé)@gbob (%obb) 83[)060—
dobo dmdBopgdmmo 3306 homaba sbgatndggdgdn, abgsg, do-
oty 3-0b 9630603398900, GmIgma dmaEagh 0bgmddsgasl
00630b Hobodg sbbgdmmo babzgdal, bedgoedbgoggmm 3od0-

homob gemgdgb(hgonl, 3mbdmbagama dobmgabs o babzg-
30 dobrogal 3gbobgd. 33emgg0l gobrgmgoda dghggs dmaizagh
15 3003963070 80b3b ©d o3306390s gobbmbngmes 2017-
2021 hemgoab gobdogmmdedn 3306(heméew.

3393380 3o3mygbadwo pgwergde oby gwobogaget-
@350: 03()(4)805 3033j0006m60, Qné)gj(bmé)mo bob%mb boﬁogjd);j—
6ol ©g(hg¢dnbobhgdn o gobdalb dobsbosmgdmmgda. gaédal
9399hoobmdabsmgal gadmgnggbgdm 39dwga 33mowgob: ROA,
ROE. @obgdhmbas badgmb bybdndhndab 3gmopgdab boboo
30dm30996980 dabs Bmdob, sdsbbmmgdgm ©obgdhmbms
©10mdl s 0bbhopzambomméd boggobgdsl. dozmbhm-
™09 33mogdoe gobabadmahs: gobdal sbozn, dmds ©s

mg3960z0. (ab. 3bbogma 1).

993064070 deoEgmo

©0ohgdhmbns boddmb bhdndhméab pghgbdabebigdabs
©5 g0é3dab gg399hnobmdsl Bmbals 303800l dgbhagmoabomgal
30dmygbgdnmos 3sbgmmmé dmbopgdme 308089 ©ogmdbgdmma
69360 qbmmo dmpgmo. 3obgemnd dmbogdms 308s gggbdatng-
35, 3og0m30mabhbma gaédal 3ghgbmggbybmds dgbademm
03blbgem (33megdmeb dadobmgdom. dsbgmmé dmboiggdame
OLS 6336 gb3m0 dmpgmo gobabedghs dg3wggn dhommmdan:

ROAit = BO + [31351it + BZBSZit + [33CE0dualu_ + [3410” + Bsageit + BGConcenit + B7Sizeit + BBLevit te,

ROEi: = BO + [31351“ + BzBszu + BsCEOdualti + [3410“ + Bsageit + Béconcenit + B7Sizeu + BSLevit +e,

3b&ocm0 133090700 s dson 3obdsépgdgdn

(33mogdo boBdooper | boBeodo

806 dab gagdi0obmdab pgmorgdn (e3030093gwo0 33emergdo)

dmgqos adsbpgdnm odhnggodg ROA PBDIT/3mmosba sJhnggde

dmggds avsbogdim nbgqbiningddy ROE PBDIT / (basgom 3odagecmo + hgBgbhggdn o gebogde)
©0bgdhmbs badgmb bybydhahob gamegde (ra8emyzomgdgmo g3wergde)

badgmgamygérge beddmb Bemds BS1 P936930b bompgbmds

©0hgdhméos badgmb Bmds BS2 P936930b bompgbmds

0bbhodmEombsgmbo bogmmbgos 10 g30bablbbn 0bbhdmhgdel Howo besgizom bsdmgsomgosda

bodgm(’ngbnb 3(")66360&)0600 - b:]mo 8bb30qp0 Odeﬁ(")gaé)ﬁb

bommé)gbnb 3(06(33505003()0 CONCEN 60@0 300@005 Od(jof]b'ao.
onm@mann(@n 3300, 3050%3607 1, 07y m&aoBo%ogoo'Bo
o(gaol)&)z]@gbg@o @n&gd@mégbnb gg"ﬂoqymbo Dual N ojgb @Uo@mbob ©o 3060%3600 0-b NE odgb

0@60@0 @'UO@(")&O[L

do30bhOmmgdgmo 3gmergoe (Esdmyzegdgmo gmeegdn)

030(630[) obosn FA 33(4)007(90 @0@365360@05-@@38@3

dormnobo gomEgdnmadgdabs s basdom zadapemal
@)3)h0z0 Lev 00boggebmds
(Bﬂé)anb %(‘080 Size 8080@886(7[) 800(3'3@(")60 (60@(‘0806)00)8{]6‘3@0)
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339300 390093900

Y| 6060@30 3«)(3333@00 @n&gd@m(ﬁmo bo&%mb b(f)é)?]j—

6ol 33mmomgdal gogmmgbal 3geg0bgdab 399393l ggacadals
3033j0006m60%3. 305’)33@ 3@03%3, 60060@0%363@00 o-
69300600 badgmb bybrgdhadeb gewagnme g3wewab 3ogwg-
bo g0édab g9399(h0obmdal 0bpazohmgdds. dmdpggbm gheddy
393090700 Eabgdherdms baddmb bybndhmébal 3gmewgdal
303300 3030bhmmgdgm (33tmoEgomsb ghms.

33moEgdl Hababhobdro sbomada gobbmbzngmes swhg-
@oqpm&nmo b(@@nb@osob 808(083536000 80’)@0050 b06053m

bggiemédabmgal, Gmdgmoag dmggdamos bdoma 2-3o. ROA-L
badgemmes 0,61, beagnm bhebpabimo gowabdo - 2.8, ROE-b
bodmamms 4.7 bomem bhebpsbdhmo gomebe - 18.2. hdnbps
badbmgbhe dobzal bednemms 5,3, bomm bhsbpsbimmo
3oabko -2,4.

gbboma 3 ggohgqbgdl, Gmd obgdhmbms boddmlb bo-
Fgomm Bmds ohob 5 Hggn. s0dsbédmmgdgmo ©abgdhmbrg-
30l EFOmms m0mddal o gmabgds. mgzghazal badmamm
doB39b930m00 0,8. 8063900l badmamm sboga 18 hgmas. abbo-
BmEombaeabo bazgoégdab fomo 82%, bowme bsznmbgdab
3003960 GoE0s gobabadmghe 77,45%-00m.

3bbama 4. 330h396980 gggme 33maeal 3 gmanals do-
B60Eab gobbmbgmgdnm 255 ps3306393089 eybbmdno,
0bbgdmo Fgamphozmmgbasdmdal Esbawggbe. o7 Esdm-
3009890 3300g3b dmbolb 3mbgmogas 0,5-89 psdamos, b
60dbogl, Gmd doc dmbal 3mbgmages babhs. 3mbgmsga-
b0 dohdno, 330h39698L, md vb sbbgom3l 300300 am(yo-

3b&o0 2 spfatoememdoon bhogobhoze

30mgbosmybmdal smdommds bgabgbym dmgmda.

(30600 5. s (3béngma 6. ggoh39b90L, b3 abgdhmbdms
boadgmb bhdmdhaéol 3gmewgdal gbma bsfamma bedobdoza-
éop dbndgbgmmgabas, bomem dgmbg bohama ob obals bie-
hobhogaboe 3b0dbgmmgaba. 396dme bodabhnzgbow 3bnd-
bgmmgebo 33mo@os Eabgdhmboms baddmlb 89dspggbmmds oo
ob EsEgdame 50ab Es393d0bgdgmn ROA-bmsb. sbggg be-
Hhobhozaboe 3badbgmmagaba 33maewns abbnpazembscnén be-
370690 s PbYmgomeE 300l ©eze3dnbgdnmae ROA-bosb.
bogoégoal 30mbgbhésEns o vbab badabnznéeo 3bndgbg-
mm30b0 (33000 071330 OYMR0 3ogmgbal sbgbl.

3béagma 5. ob39b93b abgdhmbams baddmb bhdmdhadab
33moEgdal gogmmgbol ROE-3g. dmgmé béomoapsb habl
byochobdngnéoo  3badgbgmmgeba  33momgons  boggmégdal
5(*)5(336@(4)0(300 ©o 05[)(50@3300060@3(4)0 boggm@gbo. o0 (33mo-
©93000b 0bbyadmE0mbagmbn bozgmbgds mebygmaem sdm-
300997mg0s80 0dgmagges ROE-boob, bome obgdhmbms
booddmb Bemds ogdam gogmgbol obpgblk ROE-3.

3bboma 7. sh39b93L @abrgdhmbdms boddmb bbnddméal
3mogdal gogmgbolk ROE-3g. Gmgmby bdomaosb habl
b@o@ob@ndgéo@ 8603353@(*)3060 (33000 boagmgoqug(\ogm
bodgmb B3mds, bmdgmoy Mobgmagam dadsbmgdedos ROE-b-
00b. dobmomos Eobgdhmbms baddmb dmds o E7emmds
©509000 Jodsbrmgdodas ROE-boeb, dogésd abnbo oé Hocrdem-
0(953635 b@)o@ob@om(nogp 3603353@0’)305[5. 06[)00@3300’)50—
@760 boggombgos o6 obab bhsdobhoggdeo 3bndbgmmgaba
38wo0, Gmdgmag 0ds39 O™ Mebymaen dodsbmgdsds

ROE-bomob. 803076@5)0’)@363@0 33@0(9350(905 b@o@)ob@osg—

ROE ROA LEV LOGSIZE AGE
Mean 4.739647 0.610627 0,80 7,57 17,80
Median 7.290000 1.370000 0,85 7,61 20,00
Maximum 48.45000 4.520000 1,00 9,17 29,00
Minimum -84.30000 -17.23000 0,19 5,80 4,00
Std. Dev. 18.26799 2.800071 0,14 0,72 8,27
Observations 255 255 255 255 255
3bGoeo 3 smpgtoeerdoon bhodobhozs
BM1 BM2 CEODUAL CONCEN 10
Mean 5,29 4,52 0,02 77,45 82,60
Median 5,00 4,00 0,00 91,80 100,00
Maximum 9,00 8,00 1,00 446,67 100,00
Minimum 3,00 2,00 0,00 8,28 5,00
Std. Dev. 1,24 1,66 0,14 34,63 33,44
Observations 255 255 255 255 255
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gbGoe0 4. 3069e3300b dsdGogo

ROA ROE BM1 BM2 CEODUAL CONCEN 10 LEV LOGSIZE AGE
ROA 1,00
ROE 0,94 1,00
BM1 0,01 0,05 1,00
BM2 018 | 025 | 041 | 1,00
CEODUAL 0,11 0,09 0,06 0,09 1,00
CONCEN | -0,08 | -0,16 | 0,32 | -0,27 0,13 1,00
10 -0,16 -0,21 -0,47 -0,59 -0,01 0,34 1,00
LEV 009 | 009 | 023 | 050 0,04 035 | -030 | 1,00
LOGSIZE 0,22 0,26 0,40 0,69 0,03 -0,48 -0,52 0,70 1,00
AGE 0,10 0,12 0,25 0,51 0,18 0,28 -0,29 0,01 0,27 1,00
3b&o0 5. @o&3gdmG0s bsdgml bpé5pa60b ©9d96d0bsbdgdnb 3336 go6dob 3939000608587
803009870 g3eoeo —ROA
1 2 3 4 5
BM1 0,018 (0.142)
BM2 0,311 (0.104)***
CEODUAL 2,117 (1.260)*
CONCEN -0,008 (0.005)
10 -0,014 (0.005)**
R-squared 0,000 0,034 0,011 0,010 0,027
3b&o0 6. Po&3gdmG0s bsdgml bpé5pa60b gdg0d0bsbdgdab 3ogemabs gotdob 3939000608587
©ddm30@gd7mo 33mopn - ROE
1 2 3 4 5
BM1 0,732 (0,927)
BM2 2,782 (0,668)***
CEODUAL 11,902 (8,233)
CONCEN -0,074 (0,032)**
10 -0,114 (0,033)***
R-squared 0,002 0,064 0,008 0,020 0,044

GoE 36083bgmmgebo 33momns mgggbozo, Gmdgma Fotgm-
700 dodobmgdedns ROE-boeb ©s gaédol Bemds, bmdgma
503000 30356093330 0dymaqgos ROE-bosb. ROE-boob o-
©9000 d0dabrmgdodo 0dgmaqds gahdab sbozn, MM o6 séal
b@o@nb@odgéogg 350353@003060 (33mo0.

gbboma 7-30 obggg Hobddmmggbomoas  abgdhmbos
bobﬁmb bo&j]d(i_)j]émb 93(53(4)30505036& 33@0(@350b 303@350
ROA-3g. 3béomoasb hobl, 6md o3 d9dmbgggadai bodgmgo-
my6gm boddmb dmds beghabhnznédee 3bndgbgmmgabos oo
106 ygmn0m 303mgbsl sbgbl ROA-3g.

b@o@ob@om&ogp 3608363@@305 ngyogggbb 3033“30035360
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00dabérnmgdgm ©obdgdhmbms ETIm®Os s gahdal Bmds,
5’)(\083@06 @0@36000 303@360[) obggng ROA—%;]. ROA-bmob
©309000 dndobagosdns b gdhmbms badgmb dmds, beggm-
(f)gbol) 3(*)5(335@(4)0300, mgago 00360'352]@n 33@09360 b(i_)o—
hobohognéso 360dgbgmmgeba ob oéab. abbdndmzambomyba
bognobgds, mggghozo s gabdal sboga, Gm3mgdag atgm-
300 3030(00036030 038000336006 ROA-bomeb 3bggg o6 obal
bodobhnzndeo 360dbgmmgoeba. bozmmégonl 3mbigbhtsganl
303960 56 560l 3ambabs, gobansb Gmgms 33tmg3gdnpsb
Boblb, ROE-3g ol gotgmano gogmgbsl sbpgbly dsdab, Gmpg-
boe ROA—%;] amjag@gbb ggoggg&oooogg.
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b0 7. 306306930700 JoGoz0b 33emo0980b 3350960 oédob 9559h 00608589

©ddm30Egdnmo 33w ROE ©33dm300987m0 33mo0 ROA
1 2
BM1 -2,136 (1,055)* -0,332 (0,165)*
BM2 1,599 (1,119) 0,086 (0,175)
CEODUAL 12,656 (8,073) 2,133 (1,261)**
CONCEN -0,063 (0,052) 0,000 (0,008)
) -0,044 (0,044) -0,008 (0,007)
LEV -23,207 (11,543)* -2,645 (1,803)
LOGSIZE 6,195 (2,880)* 1,110 (0,450)**
AGE 0,017 (0,194) -0,003 (0,030)
c -13,431 (18,853) -3,637 (2,944)
Observations 255 255
R-squared 0.12 0.08

©db3360

fobodgdobry 33wag0b gotrgegdde Fggablogmye o=
é)gd@m(nooo bo&%mb b@&gj@g(ﬂob @3@3&30605@360[) (Q)o—

bgdhobos s badgmgomygnhgem beddmlb 3mds, baggmégoal
30bgbhéoEns, 0bbphapgambommin boggombgds, smdslbérm-
™309m0 ©0hgJHme g0l ERam®ds) s dozmbhdmmgdgma
33mogdal (gnédal dmds, mggghnza s goédal sbozn) go-
3mmgbs badebzm bgdhmbal Ggbhdgmmdsdy. 35mggal déem-
39bd0 godmgaggbgm OLS égabgboals 93306H07mn dmwgmo.

339306 990093980 bohommdbag ggbodedgds ogqbdmdal og-
60080 doggdim 3GmgbmBgdl. 396hdm, Gmgméy 3gmggal
390093980006 Hobl, abgdhmbms boddmb bedgsmm Bmds 4
P93600, bomm bedgmgamynérgm boddmbo - 5. bazgobgdal
30bgbhésEns dody dowamas, badhamm dmdss 77%. o-
bgdpmbos beddmb dmds opgnm gogmgbal obogbl goé-
dob 98399ch0obmdsdy, bomm bedgmgamynédgm boddmlb Bmds
- mobygmgonb. srndsbbnmgdgme Eobgdhmbgdal ©emmds
30630b 95399h0obmdsdy owgsnm gogmgbol obpgbl, bomm
anOnOg@n(ﬂEéqu&n bosgm&)gbo - "30(4)8«)(3000[).
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TOWARDS FAMILY MEDICINE
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Abstract. In order to provide high quality primary health care system, qualified family doctors are needed. An extremely low
number of properly qualified family physicians is a worldwide problem. Countries are using various strategies in order to solve this
problem, for instance, they are encouraging medical students to choose family medicine as a profession. Despite these attempts,
family medicine still struggles with a lack of interest, while the determination to choose a special career is increasing. According to
studies, a very small number of undergraduate medical students chose family medicine as a profession. The decision to become
a family doctor is influenced by the following characteristics: age, sex, family status, rural life. Studies show that students who
choose family medicine are more likely to be socially oriented, instead of seeking leadership opportunities, they have a strong desire
to help people and have an opportunity to take a residency in an easy way and obtain a doctor's certificate in a relatively short
period of time. Students who choose the doctor’s profession are influenced by the following factors: prestige, intellectual level,
payment method, income, researching opportunities, and faculty status, work-life balance. Compared to family doctors, specialists
can get quite high salary for performing “high-tech” procedures. The aim of the research is to assess the attitude of medical students
towards the family doctor profession, and to find out the reasons that influence medical students’ choice. According to our study,
In Georgia, like in many countries, the specialization of family medicine suffers from a lack of interest, which has a negative impact
on the number of properly qualified family doctors. According to our study only 2.9% of students expressed interest in the family
doctor profession. The decision to become a family doctor is influenced by numerous factors: a duration of residency, an ability to
form long-term relationships with patients, the influence of family or community, an ability to solve multiple medical problems, the
simplicity of medical practice, an opportunity to find a job, the advantage of working in rural areas, an ability to balance career and
personal life. The family doctor profession is less popular in Georgia, which is mainly caused by society’s stereotypical attitudes. To
popularize the family doctor profession, it is necessary to introduce effective methods of their financing, to develop a flexible model
of family medicine residency education, which would be based on the improvement of a continuous, professional practice.

KEYWORDS: FAMILY MEDICINE, MEDICAL EDUCATION, MEDICAL STUDENTS, CAREER CHOICE.

For citation: Verulava, T. (2022). Medical Students’ Career Choice and Attitudes Towards Family Medicine. Globalization and
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8d©06060L bOIVIEDIBNL 30GHNIGOL 0GHIBI60 O
©53(M300Jd3IDI0J bOMSSLM 33CNGBN60L 303G D)

0)3630% 336 IDI3Y

dg030bab dg360ghgdsms pedhembo, 3boggboha
30330[)00[) UBOggé)bn@gOn, bodo&mggqpm

tverulava@cu.edu.ge

603306dM LOO®Y3IB0: LOMSOb(M 3ICNBNBY, LHBIVNBNBM 336501 JdS, 3aCNBN6NL LOTPIBOIJO,

30M0IGHIW0 d0HIZ060.

60006 980bog0b: 396mmogs, o. (2022). 3googbalb bggbhgdal 3obnghalb obbggebo s ©sFm3nEgdamgds bomgobm
33@060601) d0dobho. 3@(‘050@080@00 ©o 80353[}0. 13, 92-98. https://doi.org/10.35945/gb.2021.12.013

93L0300

domambacalbbosba 30bggmopn 2abpaggal gobbsbméng-
mgdmog bagobms 3gemagoiegbe mzsbab gjodgde (Verulava
et al. 2020; Verulava et al. 2019; Verulava, 2020). booo-
bom 3g0magnzaEnal mgabal g9dodgonl dgpobgdam ©sdomo
6omEgbmds dogm dbmgmomdn goghgmgdnmo 3bmdmgdes
(Chan, 2002). 36m3mgdal gopabagbgmoan J399bgd0 dndat-
070335 bbgoggobbgo 50&003803&, dom bl 3(470)—3(4)0000
390003060l 03 bhmEgbhgdal Gomgbmdal gedéhws, bmdmgdag
bomgabem dgongabsl s¢hgzgb mogosber 3bmagbase (Zink et
al. 2010). dombgoogew 93 dzpgmmdgdabs, bamgabem dgwanbals
d0dobro 0b(hghrgbe dzntgds. 2010 Hgmb 30bsadn hogyocgdm-
™o 33mg30b dobgg00, dgoaiebal Esdsdmaghgdgma 3mebal
bymogbhgdal dbmmme 32%-3s sabbas bomgabm dgooinbo
(Canadian Resident Matching Service, 2010). dbgogbo ¢g-
bogbngdn dgabadbgds sdgénzalb dggbmgdnm dpohgddn, Gog
3boymal, bmd dzobogds 0bhgbgbo mgsbalb gdodal dodsbro
©d 00hgds abhgbgbo gohdm bdgznammdgdal séhggebals do-
dobo (Skinner &Newton, 1999; Kahn, et al. 1999). 0gngq dg-
©939%0 dg0603bg3s bbgs 4394b933ng; (Blades et al. 2000; Senf
et al. 2003; Jordan et al. 2003).

b@g@gB@gbnb 3036) bomgobm 83(90(3050[) b33600@m60b
06h 930689 gogmgbol vbpgbgb d9dgan doboboocmgdmgdn: bab-
©addmo obogo (Wright, et al. 2004), bfgbo (Lawson at al.
2004; Lefevre et al. 2010), mgobméo bodgbo (Newton et al.
1998; Feldman et al. 2008), bogmo 3bmgégds (Bowman et
al. 1996). 33tm93900 d@abhmtgdgb, Gmd bymogbhgdl, cmd-
mgo0i bomgabem dgoaEabol 0bhgggb, naédm dghoe oo be-
30ogbh0 mbagbhegns (Fincher et al. 19994), spsdnsbgdal
©obdobrgoal bérgamo, 30067 mopgbmdal dgbadmgdmmdg-
0ab dagde, abggg, gonabmb Gg8agbhés dgoedgdnm dm3my
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3gbomeda (Kassebaum et al. 1996). 3mgo 330m930b dnbggom,
83@0606&) b@gg@gB@gbob 8036’) mgobnb gjnanb ngenoqmeOl&
o6Bg30b goohy3ghnmgdgddy gogmagbs 0gmbas abgmn bady-
domb dngded, bos 39dmgdwbgb 3emnbazmda mbatgdal swga-
™o 30dmygbgdol d0bopn dmmbmgbgsal gomgomoabihobgdam
(Blades et al. 2000).

bhmogb(gedg, Gmdmgdag 0bdhgggb gdad-bdgznsmmdals
3bmgqbool, 3a3bm dq¢ gogmgbolb sbgbgb 3éqbdngn, 0bhg-
™mgdhmeeabo mbg, sbsdmanbgdal dgmmen, dgdmbagmgda,
33930b dgbadmgdmmdgdn o gozgmpghab beghabe (Bland
et al. 1995). mgobal gdodgomeb dgobgdam, gdod b3gzoe-
mabhgdb dggdmoso ,domamhgdbmmmganén® dbmigobg-
dab hogatrgdabomgal dnopmb bozdome domama sbsdromhgde
(Kasperski, 2001).

33939035 gadmagmobs mgobal gddal b3gznaemdals
abgon bggahonda dbatrggda, bmzmbgdagss: dgbgzgbymo
®b0gbho30s, 3Gmaggbomma 0dmmaEns ©d §5¢d0 ©m37dgbhe-
Gonb ‘33@836"[) bo%némgao, @060@0 36)3[)@050 0 05@)3@3:1@3—
0760 Emby, 33 (o Gobmm s dmgawn begghm (Schafer
et al., 2000). 3gpniabob bmogbdgdo 303mdgb, Gmd bobgem-
dhogm Iggwgds, sbmopEsdmsghgdymo mgabal gdodqol
o0d7nmmb d736m3s Bmbgm sgnmgddn ob bomgmaw (Rosser,
2002). mgobal gdadgdn gobowasb badndommon goadgabdmgal,
bo&Sl)b, boaanBOBm Sé)odd)ndnm ?Baogmgnq\nmbob, oaomeB,
abobo admgdnmo oénsb gosggdgm dgdmbggggeda séobe-
ddom Ehmb do30gbhgdl 3e7homb badgwagobm dmdbobntgds
(Health Care in Canada, 2001).

83 939969030 ©0dmmdalbdgdogmdn bodgongnbm goboo-
mgod dmombmgh, G®md bhmogbhgdds sobhomb bdgzoommds
bfogmgdal bofyal g¢eddg, Bgbodsdabap dom 30ty gbademgd-
™m0 9dmg300 030006 Zonabmb h9d0Egbhbal smmdgébe-
Bomemo babhagmm 3bmg®sds (Robertson, 1997).
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(36500 3367 I35

bomgobe dgpaEnbaly dodatior abhgbrgbal gedébpals byéro-
@3603601) 33b08330336@0(9 850’3353@«)30600 0d o3od0m6)360l>
3033mg4b60 bomoda, bmdmgda gogmgbel sbogbgb dgwo-
3060b bymgbhgdal 3otngbmm obhggebdg.

53@330[5 dodoboo 33@03060[) boU(g{]E@g&ols @03(030(93—
07930l s 0blghgbol Bgagabgds mgabalb g9odals 3emayqboals
d0dobrm, 0d dnd93900b Bgbhagms, mdmgdaig gogmmgbol sbog-
bb 3gngabal byggbhgdal dogé mzsbal 9dodals Sbmagbomm
o6hg30639.

33m930b dgmmpEmmemges

Bodohos Gompgbmdtnga, sohybomo, 23obgob-bgdso-
760 33m930. 33m930L d0dbgdnEeb gedmdabatrg, dobggwm
9389 8gobhe 03065 2030b0d50mals bobgmmmdals mdagmabals
bobgqpaﬁ}'ocgm 350336)[500300 o mbnqpobob bob3@86003m boag—
©0obm b0g9bboggdo. byegbhgdel dgbathggew gsdmgayg-
bgo 0g0bg gogebadgama bobgmmdal mdamabol bobgmdfogem
350336)b0@3@0b o m?)ogmlmb bobgqpaﬁ}'oc{;m boagggoeo&o 350—
33&)[)0@)300[) bobﬁ;ogqpm 9330({')00835@& 3(?)50(333000 603360.
dgmbg  ghoddg  swbadbymoa  1bagghlbopghgdal  Labhagmm
©930bhdgbhgdal  obdobrgdom  33mgge8n  dmbohomgmds
aoanb 33&)300{] ©o 333;13[)3 535’)[)0[) b(’gg@gB@gbao, doon Jm-
é0b: 030bg 2030b0dg00mals babgammdal mdamabal bobgemdfogem
160396bo¢gHeb 156 s m3omobal babgmdfagem bedgoagnbem

160396bo¢gheb 252 bhyggbhds. 3gmggabmgal gedmygbgdm-
™0 046s sérd-dmdomméngn dgdmbgggnma dgéhggal (hgqdbagzo.

33mg30bomgal gadmygbgdnm agdbs 3ombgeda, Gmdgmo
993793690 303060l bymgbhgoab dngé mgebals gdadal 3éem-
ggbomem 96bhg30bal qbobgd obbgdrm 33tm9398L. Jombgatanl
3903960bob goé33gmmn 33emamgdgdn agbs dghebagmn sgo-
m®G030 319 h60bs s gatgdmb gomgamablobgdoo.

38930 Pogodrs Hababhod btmndhntatgdnmo mbmanb-
300bg060b badmemgdam, babomgabs gedmygbgdnmoas mbemanb-
3mo(gm®ds (Google forms). 33mg30 dodabatbgmdps 2021
Pmobs 00bg060-30b0l 3gérnmedo.

33m930b gotgmgdda dggérmggdimo dmbaizgdgde gosbo-
m0adEs [BM SPSS 36mgéedal 23-9 g9ébaab badgsmagdao.

300bg06b ghmgmes 0bbhtndes s snhgbommds, Gmd
30dm300bgs ngm sbmbadnn, 3o309b()g00 o gdodgda ob orn-
0930b3b 0bgam 396bmbommé dmbsiggdgel, oy dsma ngbo-
30306980l 39badmgdmmdsl dgddbos (bobgma, ggoén, doée-
©0 bemdgbo s bbgs dmbagdgdn).

99093900

3393590 dmbahomgmds doam 408 bhygbhds. bihwg-
bhoe bmgom-pgdmgéagomma dmbsigdgon bohggbgdas 3béo-
30 N1. 69b3mpgbioms 73% (n=296) dogobmdoma bfgbabss.
3393590 dmbohommgmows 20 hmopsb 30 femedg sbszab bm-
©9b()g00, GmIgmmogeb 81% (n=330) 25 hmedpg sbazabos.
G930 bhms badgsmm sbszn dgepggbos 23.6 (£2.8) hamb.
G 9b3mgbhms 90% psbsmgsbgdgmoas (n=368), bommm 6%
(n=391) domodopobos. bynogbhoe dbmmme 16%-b (n=64)

3bGoeo 1: 6963067609006 dsbobosmgdemgdo bobytggemn 306096700 96693560 dobgpz00

@38(")66’)0({;03@0 m;obnb gdnao 83@08060[} nggoo@mbabo 3?080 P HQP) 6 6 0
Bobobosogdemgdo N=12 (2.9%%) N=396 (97.1%) N=408 (100%) 309000
abogo < 25 10 (83%) 320 (81%) 330 (81%)
>25 2 (17%) 76 (19%) 78 (19%)
bbo
dg06md000 12 (100%) 284 (72%) 296 (73%) 0.031
353bm3nmo 0 (0%) 112 (28%) 112 (27%)
mzobmn dpmdobrgmds
abomgabgdgmo 10 (83%) 358 (90%) 368 (90%) 0.00
omzsbgdmmo 2 (17%) 38 (10%) 40 (10%)
Jaéogo
beogggemo o Jocogo
berggamo 9 (75%) 8 (1%) 17 (4%)
Jowogo 3 (25%) 388 (99%) 391 (96%)
99030 33mdmgdn
©oob 0 (0%) 62 (16%) 62 (16%)
860 12 (100%) 334 (84%) 346 (84%)
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36600 2: gogperégdn, Gerdmgdag 3ogem9bob obpgbgb daogabob bpaw6p980b bsbybzem 3060960 966935687

(Y)gobob adoan 88@06060[) bsgeﬂf}@mb{]bﬂ 2080
om0 N=12 (%) N=396 (%) N-40g | dbasbodoweo
35309b¢hg000b gérdgmgswasbo
760096003980l hodmgomndgdal 10 (83%) 153 (39%) 163 (40%) 0.001
8qbadmgdmmds
(*)3%()@35@3(4)0[) boBg(nd@\rmgmbo 12 (100%) 206 (52%) 218 (53%) 0.001
0603&3&;83 3&:5?222 fg&’mé’" 3 (25%) 360 (91%) 363 (89%) 0.010
gobob, 833M6222$3°6ib°8m8°@mgbob 8 (67%) 197 (55%) 205 (50%) 0.015
9903/emgdihmbmeb agdema gadmipamgds 5 (42%) 266 (67%) 271 (66%) 0.016
30dm0mgde/dmadgdamgds bhagmagdal ob . . .
b gcn Betbmgaoinb Jybroudh 4 (33%) 178 (45%) 182 (45%) 0.21
oy boaawggfzg?;;ziﬁa&a GyBocmoob 3 (25%) 303 (77%) 306 (75%) 0.001
36)00033[)00[) 0603@3j@30@36)0 oquao 5(42%) 275 (69%) 280 (69%) 0.018
berggemo 3Bamdals 330bsdqbmds 8 (67%) 56 (14%) 64 (16%) 0.001
3(0[)0@0’)(953@0 333(0[)030@0 3(25%) 268 (68%) 271 (66%) 0.009
3 gbogo 5 (42%) 270 (68%) 275 (67%) 0.0012
86}080@%3&)@3060 l)ca{]@f)eng(*) o o o
36mdugndob dmggetrodeb dbsdmgdrmds | -+ 024 296 (75%) 307 (75%) 0.017
L’°3d°8(;fg; z%?‘l’fg;bi‘;t??ggg 206y 10 (83%) 194 (49%) 204 (50%) 0.037
bodmdomb dmdqabal Bgbadmgdmmds 10 (83%) 250 (63%) 260 (63%) 0.03
3&’°’°33b°°°’biigl°;2;lgzb Sogdywo 9 (75%) 356 (90%) 365 (89%) 0.00
bggheod 3%1%;33 g:;f”mé’g?’”b 4(33%) 361 (91%) 371 (91%) 0.17
bodndomb b, 8b7 bedndombes s dobspn . . .
be36d0b Eodomobbgdab Fgbodmgdmmds | 10 (E3%) 224 (57%) 234 (57%) 0.047

3903b 99030 3dmdgmo s og3b 3bmaggbogmo 39390640 dgoage-
bob bggbrebooeb.

6gb3mEgbhmo domoasb dzabg 2.9%-ds (n=12) smbad-
bo, ™3 0bbo ©s0bRHgthgbgdnma sh0sb mgobals gdadal 3ére-
39bo0m. 3gpnEabalb bbgs L3gEoommgdoosb yzgmedy opo
doBg9bgdgmo sggngdbods Jotmégosdo 17% (n=66), gobg-
3mmmgnadn 15% (n=58), Babogeb dgmagabedn 13% (n=51),
306hEommmgnsdn 12% (n=47), Gopommngesdn 9% (n=36),
3geosh®osdo 7% (n=28), mgomsmdmmemgosdo 6% (n=25),
gbodosd®osda 5% (n=21).

dopgdnmo 9930 boymal, Gm3 mgsbab  gdodal
sbhgge dbomme dpgpdmdama bigbol Hotdmdspggbmgdl
by (n=12; 100%), 6o domm0090b bgbo gobdadatrmdgdg-
™o godphobns 3bmaqboob séhggabsl (P=0.0.31). beogmop
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dgbmghgdo bmoabdgdo naédm dg¢ 730bst)gbmdsl sbodqoqb
bomgabm dg00bol (n=9; 75%), gooég Jomesdsm dizbmgbrgd-
bo (n=3; 25%). mzgabal 99odals 3060g®sdg mbagbhdgdamo
bymogbhgdowsb obg 9éhmalb ddmdgma ob séab g9oda, bergmm
domgob gaba 990d0 yogh ddmdgma, sobmmmhmédn 73ébsgmg-
bemdo o6 0bhggb mgabab 990db (3béacmn 1).

bymegbhgonb dogé bomgabm dgainbal 0ébggs szog80-
(’ngbgqpoo ?}{)8@{]8 q;od@m(ngbmo& &)330@35@3(@0[) boBa(’ndqyn—
gmds (n=12; 100%; p=0.001), 3s30960)g0msb ghdgmgopasba
7600096039306 Hodmyomodgdal  qbadmgdmmds  (n=10;
83%; P < 0.001), mgsbol, 393036300 9b bodmgspmgdal go-
3mgbe (n=8; 67%; P = 0.015), dbsgamagbmgabo badgoagabem
3bm3mgdgdal dmggecgonlb dgbadmgommes (n=11; 92%; P =
0.017), bogdodm 3éadihnzab bodatongg o sbg wahygdab
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3qbodmgdmmds (n=10; 83%; p=0.037), bodydoml dmdgdbals
3qbadmgdmmds (n=10; 83%; P=0.03), bogmewo d3dsmdab
130bodgbemds (n=8; 67%; P < 0.001), badzdscmb pbHm, sbx bo-
dndombe s d0bopo (3bmgégonl pedomoblgdal dgbadmgdemm-
oo (n=10; 83%) (gbogma 2).

30 badobobdobdm, bimogbhgodg, Gmdmgdng 0bbgggb
39003060l bbgs b3gE0om™dg3l, gogmgbsl vbpgbgb d9dwgge
godhmdgdo: abhghgbo b3gznammonl 3mabozyéa bogdosbe-
00l dodobrer (n=360; 91%; P=0.010), Gomm bsdgoagabm
39dobgq3988g  dmdomdal  dgbadmgdmmes  (n=303; 77%;
P<0.001), 3bmggboal abhgmgdhmemada swdds (n=275;
69%; P=0.018), dmbsmmbgmo dgdmbsgemo (n=268; 68%;
P=0.01), 3é6gbhoge (n=270; 68%; P=0.009), bggébml dq3-
330 gobgnmobrgdal 396bdgdnhage (n=361; 91%; P=0.17).

©ab3zybos

339303 obggbs bomgobem dgwagnbol dedobmmmgdom
bymogbhgdal @edemo abhgbgba (2.9%). Bbmagmoml bbgs 39~
3535‘30 5000({')363@0 53@333603 ocgob@gé)gbgB mgobnb gjnanb
3boggbonma 3000géab dndobdm psdom abhghgbl (Mcleod et
al., 2012; Scott et al., 2011), o393s bodobmggmmBa dommeb
390069800 9b dohg9b939mm0 36033bgmmzbo Esdomns.

33@330[} 33(9383501) moEobaogg, 83@0605()[) b@g@gE@g&ob
3060gbam o6hg30689 303mabsly dbogomo gaghmba obogbl.
dom 8wl gobomgamabfobgdgmos ©gdmghogagmo dobgg-
bgdamgdo - sbozn, bgbo, mgebmyn dpgmdatgmds, Jomodow
3bmgbmdl o7 beogmop. 3badgbgmmgsbos ab gogdpo, Gmd od
12 bhyggbhowsb, g0by dgobhas mgobal 990dals 3bmagbos,
0b3ghomn o6 o6l odo3zon, Go 330h39090L, md 3bmaqbaals
06hg3089 360d3bgmmgeb gogmgbol sbpgbl bgbo. 396dme,
mgobob gqddal 3bmaqgbos dsdszoigdabomgal dgmagtgdgm
3boggboop dnohbggs. bomgsbem 3gpaEnbal ggdnbodonsl g~
bodmms 3gmbpgl mogabo mebymagomn gagdho, Gopgsb Jomo
9903930 1360 g dBomdgh bobggedr gebozggmBg ob swg-
00 8d30 930 ghTmo d3907mgds mbbmmdabs s Idmdns-
Gm3ob godm (Sarma et al., 2011). o3 dbbog, dsdszoi3gd0l dogh
mzobab 99odal 3bmagboam anbghgbgdal dn8bam bagabmes
30633970 ombalbdngdgdal gogecgde.

330300 ©oRg0bEs, Gmd bogmew dzbmgbgde biyyeg-
50360 j]cgévm 33(]) 330&)0@3[)0060[) 05053636 bomgobm 83@0@050[},
30067 Jomodow d3bmgbgdn, oy 330hg9690L, GmA 83 bmog-
bhgd0b dabowgda 30bnggbhal gedbs bodgoagnbe 1baggé-
bo@g@gbﬂo 803&@0[) bmngyog) mgobob gjoagbnb &omgggBm&ob.

bhmogbphgonb dagér 3bmaqboal séhg3068g 89dmddgog-
0ol obgbl 3bmaggboal dodatm bedmgamgdsdo ogabgdal
godhmdo o 36gbhogo. bhmogbhms 98é0m, dgoagabal bbgs
b3g0ommdgon Mghm 3hgbhozmmos s Eaggabgdamoas bodm-
300090080, 3000g mgabalb gdodgon. dgbededaba, bogmgde
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bmogbho 0éhgsl bomgabem 3903060l 3oéngbsl. domaob dbg-
0o bamgabm dgongobabadn badmgaomgdsdo ©edzgaobgdm-
o 83 bggoh1tn Esdm3zngdmgdal smdmabghe.

bymogbgon, Gmdmgdag 0éhgg96 mgabal 99adalb 3bmag-
boob, o 3b0dgbgmmosl sbnggdgb 3s3096()8g dmgma bogm-
3bemal gobdsgmmdsda 3hy390) 3O0gbmmsb, hg80gbRH760L
dm3mg 39b0meb, bmgmop d1domdsl. oby mzsbal gdadal 30-
60960 35309b()0b Ibogomzgbop 303300b, 990dbs ©s dog0g-
bhb oérals gdmz076 3938060 gmemabbdmdl, bmdgmas bomds-
bo s 7hoaghodstngabgdedgs adgedgdnma.

bymegbhgoob dogh 2039madnm 3obogbhmm shhgzebdg
3bg3g gogmgbol obegbl d93wgg godhmtgdn: Esdsmma 3ég-
bhoggmmds  badmgamgdedn, bmgbgdal fabo, bLobhaogmm
30693m, dg03mbo mgabal §g36980bgeb s sbemmdmgonbgeb
domgdmmo Ghg3930, bsdmdagmem badndam obmdgon, baghmlb
39dpgmdo 3obgnmaégdal 3qbadmgdmmdgda, badydomoab do-
©907m0 boadmgbgds, dmbommmobgma 39dmbogema, badndem
©hm. m2obol gddgdal badnBom gébagaze Habobfod gofgba-
™00, 390935@, badndom bosmgdal pabhrmgdal d3pgg doo
3979000 Eohmgmb badzdsm sgama s dgbededaba, b
390 O™ 8703mb m2obl, 330mmqdb, 30bop (sbmghgdel. go-
©o70909m0 3g0(30bal 9d0dgdl 8dal dgbadmgdmmds bdaé
393mbgg3080 o6 dgg0.

dombgoogo 0dabs, Gmd bodobmggmmda dmbobegmdals
©0096700b dBobo (h3bpgbinss, o gb, bogebonome, 3ed-
GEob dmmbmgbsl mzobalb 940dgddg, bamgabem dgpagnbabowdn
0bgrgbob dgdgocogdo 3edmofiggah 3owgg gBom g a0~
30b. o3 3bbag, bogatms nbmgagagba bybodggngdal gobbem-
GE0gmgos, Gmdmgddsg mbos godobmb bhmwgbdgdal dagh
bomgabem dg0nbal 0bBgg0l dmdgogas.

3060gbomm obhg3b8y dmddge dbadgbgmmaab godhm-
GoE gobobomoggb dgnzmbo d8mdmgdal (mgobals Hggégdals)
89303mgbob bymgbhgodg, dogénd bmgmbyy fobodwogdedrg
33930006 0633930 bogobmggmmb dgdmbgggada gl dmbodérg-
00 36 JobmnmEgds, GoEgdb hgbdmpgbhms dbmmme 16 Y%-b
3g03b 3903mbo ddmdgma, 84 Y%-ob dgdmbggsada bhmogbdob
mz0bl 06 g3l 3bmaggbagmo 3038060 s0badbhm bggbmboeb.
>0b0dbmma d0obadbgdl, bmd 3bmagboal séhggs bhmogbdob
bérgomom bpgds s sbggg bozmgdsm dmddgogol d8mdmgdal

godhmbn 30b36h90hgma dadsbogmgdam séhgzebal gozgog-
dabob.

mzsbob 990dmdab dbbrggmars 75% (n=9) gadétrmdl, w3
domo badmdagmm dbhmagbomma bodgdem 0gbgds babnadmgbm,

dodob Gmpgbog, dgaEabal bbgs bdgznammogsal dbébggm-
05 89,9 % (n=356) d0ohbg3l ¢md, baboadmgbm ngbgde 30mb-

3609070 dodobormgdon ddemods. vdggeboe, bhmogbhg-
00l 883b00m, 3bmaggboaals séhggalol bodgdsmsb domgdamo
boadmgbgde gbo-ghmo gosdhysgho goghmbas.
b@g@gB@gbob 336)03@3[)(060[}00330[) 860'3353@0730500,
Gmd dobdo o6hg306ds boadmgbgdo dnsbodml, m3dizs, mgabal
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99030l 36magqbool dbmérggmo bimogbdgdel dogmasb dzntg
bofomo godbrmdl, md dabo obhggeba babnadmgbm 30é0gbols
3obpgds. mgabal 9dadal 30640960l o6hg30689 30bbogmég-
000 gogmgbal obegbl sobogdgdabs s dgdgmdn 3obh0gébmo
3ol qbodmgdmmds. mzsbal gdadmdal dbgbggm bimogb-
hoo dgtho focmn aahkbggl, Gmd badzdsml dmdgdbs s bagdadem
36)oj®ndnb @053360 '33@0(4)3?)007 30(4)(50300 o0 3&)(*)(33%030, 30-
b9 3genEabal bbgs bdgznemmdgdal dbmbhggma bimwgbhgon.
03330600, baddomlb dmdgdbals badsbngg sbggg gobodnbrer-
090 3060967 56hg306L bymgbhgdda (p=0.03).

33@3303 053360, ébmd 33(90(3050[) l}@ggggB@ob boamaogqpm
3bmaqqbool obhggebdg bozmagd gogmgbol sbogbl bfsgmol
39600080 9908/mgdhmb o bmghomds, dopgdymo go-
dmEomgde o dmsdgdamgdgdn, o doggeabodbgdl, Gmd
bfogmgdal 3gbomedn 3bogdhozgde bozmgdsm bonbhgbgbem
oggam%Qo b®3@360360bm30b, 305[)03300(4)35000 m;zobnb 3d0—
dmdal dbérggmgdabamgal (n=4; 33%). o3 dbbrag, mbaggblo-
139030 bhogamgdal 396080 mz2obals 990dg3cmeb bimwqbgdal
16009bnmdg30lb  gogebmmgded  gbsdmms  mBdadndew
0dmddgmb dncgdalb dbbgbggedn bomgabm dgoniznbal Eodowma
0bhgmgdhasmnédo embab dgbabge.

33(90(3050[) l)bgo ngenoqpmbgbob abz]é)gg@() b(j)g@gB@{]Bo
(n=271; 66%) mgébm dghoo §ogbmdgb, Gmd dmbommobg-
o dgdmbogomo goodhggdns dbmaqbaal sbhggabsl, gooéy

mzobal gdodmdal dbméggmo byyogbhgde 25% (n=3). o3d3e,
dobgeogo@ 0dabo, Gm3 mgobal 99adal bogdnsbmds bozdsme
dbmdohggzewns, bogobomggmmdo dogmasb ©sdemoas dabo bgm-
cgobn, (4)0(3 5330@03(00@ 3md83@36b 33@03060[) b03Q35@360b
d0gé mzabal gdndal 3bmaggboal sbhggedy.

©ib3360

390033060b bhmogbgdal dngér mzabals gdadal dbrmayqbo-
b o6hggal 30ahy39ph0mgdedy dbogema, ghmdsbgmabageb
30bbbgaggdnmo godphmdo dmddgrgdl, dqbsdsdabo mogew
3000093900 goal domgdal 3bmEgbo bobogmon bsboso-
©9%0. 33mg30d ohggbs, b3 bogebamggmmda mzebaly gdndals
3bmgqbos  bozmgdo  dmdnmobmmos. 83830 gob3ggmo
&)mqpn 360%350 mgobob gdoaob 3&)00(33[)00[) d0dobom b@g&am@o—
3w dogmdgol, Gog obogobbom sdmznmgdnmgdel dopgdl
bymegbhgdda. dgooinbal bhmogbhgdde mzebal gdadal 3éem-
39boob  dmdnmobadsnabomgal bagodms mgabals gdodgdnl
0badponhgdal 9399360 dgmmpgdal Eobgéggs, bomgabm dg-
©0obal 3b0gémmo 3obgomatigdals 3bmghsdal s bamgabm
d9003060b H98009b¢760b, gebsmmgdal dmgbomma dmpgmal
3937803900, bedgmng @ag7dbydmns hggahe, dbmagboy-
o 3hoghozob go7d2mdgbgdedy.
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Abstract. Development of the demographic aging is one of the characteristics out of many challenges of the modern world
population. Demographic aging is demonstrated in increased number of the older population and is the sign of the aging structure
evolution. The results of the demographic aging are obvious in many countries of the world, including Georgia. The outcomes are
reflected in various fields, like family structure, savings, economic development, change of consumption forms, the balance of
demand and supply at the labor market, healthcare and social protection services. Increased number of the elderly people will
raise the costs of the retirement allowance and care and will be the kind of test for the country economy (Bruni ...2017, 20)

Despite the trend of increasing proportion of the elderly population in the world, demographic aging is characterized by
significant variety. The paper reads the demographic indicators (evaluations and predictions), describes period between 1990 and
2050. The portion of the population above 65 in entire world of the period was increased from 6.2% to 9.3%. According to the
UN scale the world is aged, though least developed countries still maintain demographic youth, though according to forecast, the
mentioned counties will be aged from 2030.

Based on estimation of the correlation between demographic aging coefficient and factors influencing it there are the following
findings, in particular, correlation between demographic aging and birth general coefficient (-0,876) for entire world, as well as total
birth coefficient (-0,812) is strong. The linkage between less developed regions is the same, while there is average linkage in the
developed regions. As for relationship with migration it is average in developed regions, while it is weak in less developed regions
and countries. The most important correlation was identified between the demographic aging and median age reaching almost full
relationship (0,973-0,981). It shows that change of median age is the key indicator influencing demographic aging.

Demographic changes has been started by reduction of the birth rate since 19th century in Georgia, while portion of the
elderly population exceeded 8% since 20s of the twentieth century. The paper refers the data from the public census for description
of the demographic aging stages in Georgia according to the age groups (1897-2002); the factors influencing demographic aging
are also learnt. The aging index within Georgian population corresponds to the index of the developed regions; this is why the
influencing factors on the aging (birth, median age, life-span) mainly look similar to developed regions’ tendencies. It was reflected
and will be reflected in aging and the rate forecasted by the UN for 2050 is around 21.8. As for migration, considered as one of
the influencing factors on aging, it has a negative impact, characterized for less developed countries. According to the UN forecast
migration coefficient for 2020 was 2.5, actually it reached 4.2, what can be the result of Covid-19 pandemics.

As for the demographic aging linkage with the influencing factors in Georgia, the correlation of birth indicator is medium
(general birth rate is 0.395, total birth rate is 0.612), while the strong linkage was identified between the migration and median
age (median age was 0,935; migration was 0,988).

The changes derived from demographic aging are reflected in the age structure of the work-capable population, reduction of
labor supply. The paper provides three age groups of the labor-capable population (1994-2020), where there is the reduction by
42% of 15-29 age group compared to baseline period. This is the most serious result of the demographic aging.

Reduction of the youth share among the work-capable population can have significant losses in terms of innovation, as
well as less adaptation to the technological development. It was more obvious during the Covid-19 pandemics. The pandemics
highlighted unequal access of the population to the digital technologies. Elderly people are more digitally-isolated and have
barriers in accessing commodities and services which are provided online more and more (Ageing in the Digital Era, 2021). The
same problem is faced by the population of pre-retirement period as during working processes appliance of digital technologies
has been increased in the services. It is estimated that when younger part of the work-capable population be in the young
adulthood age, the access to the modern requirements and media literacy will be increased, it will reduce the risk estimated
by many scientists on slowing economic development down due to demographic condition during the next few decades. The
economy is able to adjust to the changes of the population age structure due to new technologies.

KEYWORDS: DEMOGRAPHIC AGING, BIRTH RATES, MIGRATION, POTENTIAL SUPPORT RATE.
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dbog30m0 godmPgg30sb, mdgmo msbsdgohmgg dbma-
ool dobobmgmdabomgal obab  Esdobabasmgdgma, gbo-
9600 36033bgmmmzebas ©gdmabagagmo Esdghgdal 3bmgbal
3obg0matgos. dmbobmmgmonl gdmghsgegmo adghgds bob-
©0837m0 dmbobmgmoal Gogbgal dsdo gemabogds o vhal
obodmb(ﬁngo bo&gjdm({oob 33«)@3800[) 3063[&0%{()3(4)3@0 b0dsbo.

©gdmghogomo ©adghgdal bagombgdl dngdmgbs déoge-
™0 bodbmda. 7. (hd3bmbo agem gho-gbhmo, bmdgmdsg godm-
0gm0bo dmgopn 30bmbdmdnghgdgde 3996930l @qdmgbogamm
3obgamatgosdn bbgopabbgs goghmbgdal gomgemabhobgdnm,
doo Bmbob begosmnéd-93mbmdagnén gebgomsdrgdal mbal
dobgogoo. dob gosdabgame gybemmgds ©gdmghagenmo adg-
6330l dg9300 dmbobmmgmonl bbndhaéal dgbedmem 33ma-
09089 (Thompson, 1929). dmbobmgmdal sdgégsal bszo-
obol 3cmd1mecdsgnadn dbndgbgmmgsba b g31m3b00m 3.
bobgplb (Rosset, 1968) o o. beogh (Sauvy, 1977). dsm 3g360g-
60 33930090 @gdmabogaymo ©adgBydel 3mbygdhgewbo
©obedmmgds dmgdgmons gdmghagagmo gomabgmoal omgm-
Goob ggatogmgdda. dmbobemgmdal bbmndhnéedn bebosddnmo
dombabgmgmdals 3éal ()9bgbEned dbemamoml gsbgamatgdmm
9399469030 gobbozmmtgdmm Embgl doswfos, Gab baggmdggmdys
©9dmghogogmds adghgded bbgepabbgs aghmnl badébmdge-
30 donpm babgembheogdgde ,dd3000 Gggmemmzas” (Denisenko,
2005) ,396bamab 376030” (Lebedeva, 2016), ,3963bmals
376080 o7 @gbomb Bqbadmgommaes® (Lall, 2019). pgdmge-
gogmo ©09¢00b boz0mbgdl nbagmagg mogasbem bsdémdgedn
Joomggmo gdmaboaggdn o. bymsedghoady (Sulaberidze, 2016),
3- Pymedg (Tsuladze, 2013), 3. 3gmoas (Shelia, 2013).

©qdmghogommo Eadghgdab dgpggqen bagdsmo bsomop
Bobly dbmamoml dbogom dgggebsdn, dom Bméal bogstrmgg-

100

3o dabo Fgogggdn snbobgds bbgaabbgs bagbmgddg, mgsbals
bOégdd)gé)o%g, QOBO?)@&{]B%{], 35(060’)3053(4) %(4)@0%3, 30’)b30(4>360l)
gddgoab (33m0mg0edg, débmdal dnézedg dmmbmgbabs @s do-
Poogosl Jerbral docmsblidg, 20boagabe s brgosmado ©aEgal
bgéogabgddy. bsbeddnmomes Gabgal déws godéawals 39bbngdalss
© bobaddmas Bémbgal bataggdl s dmggggmabgds bmgmén
939960b 9300603030 9broggebn gadmws (Bruni, 2017, 20).

603ém3nb mgmbommo baggydggmos Jotmggmo o mzbem-
gm0 3936096930l badbmdgda. dgmmpmmmganéa baggdggmas
Bgoo o 396dm dgompgdo - sbagmadal, bobogdal, dgpatrg-
00l o bbg. 33tmg30 gagmdbgde gogbramnsbgdama gérgdal mégabo-
803000 (930630376 o brnagmé boznmbas gdoé(hedgbgn),
bodoboggmml bhohobhogal gébmgbymo badbabxnéal dobe-
mgob. 3obbedmatmmos 3mbgmogenho 3038060 ©gdmgboge-
1 Eadghgdabs s dobdg dmddgo godhmégdl dmbal hmgméys
dbmgmomb, sbggg bodoboggmmbogal.  gosbgatndgdmmoas
bogobraggmml dmbsbmmgmdal dm@gbngéo dbaéoosggbal 3e-
9530309600 ©d dgobgdgmos dbmagmoml gebgnmebgdymo o
bogmgdom gobgomatgdmmo Gggombgdal dgbedsdal dobggbgd-
mgdmb. gadmgmgbomons ©gdmzbegmmo Esdghgdal Bgwog-
3990 3bmdabmbatansba sbaemgadhps dmbabgmgmdal 3339060
399306930b t9bwgbgo0o.

dobomspa hgdbo

©93mg60g07m0 ©s896930b 3bmzgbn ©gdmghaganma go-
3bgmal mgmdaabs ©s gdmghagomma gobgaomatgdals ablto-
BmEombagmbo mgmbngdal 3390889 3mabgds. ghmab dbbog
56 7o 79639mm, Gm3 561933l gdmabogamma gosbgmal
708930 g3gme J399babomgal, dgmébyg dbbog, dgadmgogmas o
3930m35m0bhobmm  Egdmghegonmo  bhdgdhméel dgisgmoals
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©38M3OBNY, LB, 3332 (MA3MBMBN3S ©5 BNBI6LIBN

3bmEqbol  0030b9873693980; sbggg gobgasba Bgdmddgwaos,
bmgmbdages §399b0b 93mbmdnzmée s dmmoagngnio gomobg-
05, 3900, 30¢hebhédmagdn (Dobrokhleb, 2017, 99).
©99mghog0mo dghgdal dgbegabgdmep gadmaggbgde
bodgénl bbgopabbgs bzaemgdn. 3ogbmb bzamom 8g0g¢é dmbe-
bemgmda 0mgmgds 65 hmab s 3gédmbo sbazal 3mbhnggbeo.
07 9b 30980309500 dorgem dmbabemgmdeda 49%-89 bozmagdns, 9b
dmbobgmgmds sbamgedéss, 4-sb 7%-dwg badgéhal Brngeddy
dgmago dmbsbegmdos, bomm 7 %-3g dgtho dogzmmbgds ©edg-
G981 dmbobgmdsl. goghigmgdnmos sbggg dmzg-gobbag-
Gobghob bzsmo. o3 ghsognam 89996 dogzgmgbgds abgmn
dmbobgngmds, Gmge 60 hemab s Jatmbo dmbabemgmdal bgg-
©h000 Hmbs dngm Jmbsbemgmdsdn 12%-b goposdatdgdl (A
Short..., 2012, 67). gsghmasbgdmmon géhgdal mégebodogaal
936®30b 930bmdngnéo 3030b00l gbededaba (2014 §.) 65
g ohbgmamas bebaeddmmdals bahgal sbszswm. 8datmad bod-
6©m3do ©qdmgbogogmo ©s0gbhgoab ©sbobsbosmgdmop go-

dmyggbgdgmos 65 Pamb gesnmgdmma dmbobemgmdals Hagmo.

dbmgmomdn bobpaddmon dmbobmgmdal Hamoal déoals
h9boqbgool dombgoeger Egdmahegommo Esdghgdal 3bm-
39bn donb 3b0dgbgmmgebo EaggghgbinsEnnm  babnsmpade.
obgon gdmghogomma dobggbgdamgdn, Gmgmbagss sbozmd-
6030 (330093930, dobmob ©a333d06g8mmo dgonsbgbn sbo-
30, 900603670 (33tm0mgd930l Jebabemgmdal bhédddméedg
©3dm300937mg00l 0dbobggmo gdmghogonma shgabmgab
©d 30363060 dbadraggbal 3mga030960)930 (3ga3ebgdgde o
36mgbmB930) Hobdmgqbamos 3béama 1-da.

bmgmbi 3bbomo 1-0b dmbsgdgonwsb, Bobl 65 Hgml
3003309070 dmbobmgmdal fogmo dmmasbop dbmamomda
gobbagmym 3960mEdn 6,2-psb 9,3%-dwpg gondob s, mmdse
30630006930l bl dobgogam smbadbmmo  dohggbgdgmo
360d3bgmmgabo EagggtbiasEnam bobosmpgds - 3ebgnmobrg-
3 939969090 12,5%-g0sb 19, 3%-3pg, bozmgdep gobgnmobrg-
7 39969030 -4,4%-sb 7,4%-3pg, bormem ygggmody bogamg-

3b&ocmo 1. Beagogto gdesgtogazgemn dobggbydaemo (dbeaemaer 1990-2050F.6.)

15 15-24 | 25-64 | 65* | 390006960 obogo ©303060300 3000660960 8005l
3™98B03096M0 3™M9B0B096MHo

1990

dbogmom | 32,8 18,9 42,1 6,2 24,1 137,6 6,8

a 20,6 14,7 52,2 12,5 34,4 91,6 4,2

b 36,2 20,1 39,3 4,4 21,8 154,4 8,9

C 41,5 19,5 32,8 | 3,1 17,6 204,7 10,6
2000

dboogmom | 30,1 17,7 45,3 6,9 26,3 120,6 6,6

a 18,4 13,7 53,6 |14,3 37,3 86,6 3,8

b 33,0 18,6 43,3 51 24,1 130,7 8,5

C 43,1 20,0 33,7 3,3 18,2 196,5 10,4
2010

abogmMmom 27 17,5 48 7,6 28,5 108,4 6,3

a 16,6 12,9 54,5 16,0 39,9 83,4 3,4

b 29,2 18,6 46,6 5,8 26,4 114,7 8,1

C 41,5 19,8 353 | 34 19,0 183,4 10,4
2020

dbogmom | 25,5 15,5 49,6 9,3 30,9 101,2 5,3

a 16,4 11,0 53,3 [19,3 42,0 87,5 2,8

b 27,2 16,4 49,0 7,4 29 104,1 6,6

[« 38,8 20,0 37,6 3,6 20,3 166,0 10,5
2030

dbogmom | 23,6 15,1 49,6 | 11,7 33,0 101.7 4,3

a 15,4 11,3 50,5 |22,9 44,1 98,1 2,2

b 25,1 15,8 49,4 | 9,7 31,2 102,4 5,1

[¢ 35,9 19,5 40,5 4,2 22,1 147,0 9,6
2050

dbogmom | 23,6 15,1 49,6 | 11,7 36,2 103,2 3,1

a 15,0 10,3 47,7 | 26,9 46,0 109.5 1,8

b 22,0 14,3 49,5 14,2 34,9 102.2 3,5

[« 30,4 17,9 45,3 6,4 26,1 120,7 7,1

3bG0e0 0398:3em00 UN World Population Prospects 20190l derboggdgdal bogymdagemyg (a - gobsoo gaaybgdo, b -bszcmgdew
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00 gobgnmaégdmam Jd399b98da - 3,1%-peb 3,6%-dpg. gogébmb
b3oeol dobggeo dbmamam Esdghgdmos, mdss gzgmedy
bogmgdom gobgnmohgdmmo g3g¢bgdo 296 300093 0bobhnbgogb
©9dmghogom sbamgadhpmdob. goghml 3bmgbmBal dobgwo-
300 00badbmmon 3996930 2030 Hamabomgal 1339 adgégdamn
096900, 6893 gogmgbsl sbgbl 0bg39 3g@nsbtn sbs30b dérws.
dbmagmoml dabdhednm dgpasbhn sbszalb dsdgdal (hgddn 1990-
2020 femgodn 8,6-b 3900g9bb, gebgomatrgdaem dagybgddo 6,8-b,
bogmgdom gobgnmobrgdym 43969380 9,9-b, bomm yggmedy
bogmgdom gobgnmobrgdam 939969880 4,9-b.

©98mg6g07mo 330mgogoal 3bmgbal sbobgs dmls-
bqum&ob bo&)gjo?]é)o%g 50&)30@ hobl obosob @0@30(4)033()[) 0
3mhgbomnén dbobraggéanl 3mga0i309bdg30l babao (3bé. Net).
6o 043 7bos 33mmamgd393ds obszmdbag bhddhnéoeda, demde-
0l s dngbognal dohggbgdmgoda gabbadmgée adgathmgal
309903096¢h0b  godbho  (bmdgmag  gasbgatndgdymoas 24
Pmadog abozal o 65 Hgmb gesgamgdnmo dmbsbemgmonl e-
boggobrmdnm 25-64 fimal dmbabemgmdsbemsb) s dmgbigomén
dbabroggbal 309a303096¢)0b Bgd30égds (mdgmag gosbgedo-
3907m00 25-64 firmal dmbabengemdal msbogadmmona 65 fgmb
3003300987 dJmbobmgmdabmeb). dmgbzomén dbsérsdgbal
399030960 goghmb dngh goobgacndgdmmas badgénl méboa
060960l gomgomabhobgdam, Gmdgmog gedmaggbgds gogéhml
3396980 2019 Hemals 3bmaomgddo dgboedadabo g33030emg-
bhmBab 360()960730106. mbobmgmdal sdgégdals Bemdgsn mén
Bghob 30dmygbgdno Hakdmddbals gobbbgaggdnm dgbgommg-
090 dmbsbmgmdnl Eadghgdal abhméanbs s bageédsnom dm-
dogemab dgbebgd (Sanderson, 2020). sdagymd hggb goggbgom 65
Pamb, bogmé badghalb Brngedb.

©93mg60qg0m ©889693089 doddgo godhmbgdl dogzmo-
36935 Bmdopmdnl s doghognal dohggbgdmgda, Gmdgmo ho-
é3mpggbomos 3bbomo 2-o.

bmgmb 3bbomo 2-0b hebl dmmnsbep dbmamomdo
dgobhEgos Gmgmb dmdepmonl Bmgswmn, sbggg 2edmdbagn

309530309500 s géhdgmpgds hbogbgos dgbededabaw dbmg-

6m830(3. beagmm b3 dggbgde dogbogaal 3mganigagbhl, 3ebge-
00h g8 939969330 EsEgdmn bagmpmma bobosmpgss, bemm
©obabhgbo  g399b930bomgal  gobbogmmem  dgbom@dn  ggqgb
106gmg000 bagnom. 36mgbmddn doghognal 309503090030
3306900 (330093900 390603bgds, Gab bogmdggmdg dgadmgds
00g35, Gm3 dogbsgonmo 3hmEqbgdn sdghgdal dshggbgdgm-
89 d60d3bgmmgeb gogmgbol dgadmgds sbpgbogl dbmmmp od
(3003970 J399bg0abmgals, m3gmmas gedmbadman doghago-
1m0 3hmegbgda sbansamgel.

©gdmghogogmn  adghgdal  3mggaEagbhbs @ dobdg
dmgdgo 39dmmombodbym qodhmbdgol dembal 3mbgmagaal
300bgok0d930b bogmdggmdy gedmgmabos d9dwgz0. 396dm,
dormaobog dbmagmoml dalbdhesnn pgdmghagamm psdghgdobs
©d dmdomol dmgow 30g9030960L dmbdal 393d0bn dznbg-
©00, 353603 donby 1836 dmngbos (-0,876), 5006hg ©gdmg-
6og07m ©396g00bs ©d dmdopmdal 2admdtng 399303090
doéoals (-0,812). 306300006930l @mbal dobgogem gb dgbogbies
6hgds domadn, ogsd 30880600 Mgbdem dmogbhns bogmgdem
39630006307 930009380 o y39mdg bozmgdop gobgame-
6987w 439969330 (©q3mgbegamm Esdghgdsbs s dmdopmdal
Bmgo 30990309600 3wl 30gdaba: - 0,777 (a), -0,881(b),
-0,934(c), gdmgogogm sdghgdobs o dmdspmdal 20dm-
3h03 3m9530309bhb doéal - 0,351(a), -0,826(b), -0,891(c)).
dmgmgbgol bl 3mbgmopnmbo 3038060l gobledwghabel
3090033900, 603 gobgnmobgdam “hg30mbgdde pgdmgboga-
™0 3396930 30380600 Bmdamdal 23m3b0g 3mgg030bhmsb
©d 0ghoEnsbmsb badmemms, bowmm bozmgde 3ebgnmebg-
3 6930mbg330 o Jbm bo3mgdew 3ebgamatgnm J399b98-
30 ©93mgég07m0 ©8396930bs s dngbsgaal 3088060 bbdns.
939emadg 36033bgmmgeba 3933060 godmn3ggmes gdmgbogarm
3096 730bs s dgEnabmé sbogl Jmnl, bmdgmag yggme go-
bbogmgm bganmbgdbs ©s dggybgodn mamddal bémem 3033060
7obemmgogds (0,973-0,981), oy 03s8g d07j000093b, Gmd dg-
©0abmén sbo30b 33mmaemgds HdmemmE s yzgmedg dgheo sabe-
bgos gdmghagommo sdghgdal dohggbgdgmay.

3b&o0 2. deobobemgeadal deadoperdobs o dogdoganb dsbz9658cmgdn (dbergemaer 1990-2050F.F.)

FM00MO0L F0IMOM030 GLEION
JMOOMO0L BMaLO 3MIBOENYoHO fO’JOQ}OBiOBOO 3 3000?130(3((37;;;0
by a b C by a b C a b C
1985-1990 27,4 13,9 31,2 43,3 3,44 1,81 3,90 6,17 1,2 -0,4 -1,6
2000-2005 21,0 11,0 23.4 37,6 2,66 1,58 2,87 5,00 2,8 -0,6 -1,3
2010-2015 19,5 11,1 21,2 33,5 2,52 1,67 2,66 4,31 2,3 -0,5 -1,7
2015-2020 18,5 10,6 20,1 31,6 2,47 1,64 2,59 4,00 2,2 -0,6 -1,0
2025-2030 16,6 9,9 17,9 28,3 2,38 1,67 2,47 3,52 1,7 -0,3 -0,7
2045-2050 14,6 9,8 15,4 22,6 2,21 1,73 2,26 2,87 1,8 -0,3 -0,5

3bG0e0 039873em00 UN World Population Prospects 2019-0b deoboggdgdals bogydagem8y (a - gobsoo gaggbgdo, b -bszcmgdew
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0336595 1. bogsorg9e0b derbobemgerdob sbs 3236050 ggemnemgdgdo sepgéob dsbogmgdal dobypgoo

6000
5000
4000
3000
2000
1000
1897
84,9

1170,5
853,9

1926
143,6

1490,8
1032,1

1939
204,2

2027,8
1308

1959
309,9

2549,5
1184,6

W65+
m15-64
W 15-

1970 1979 1989 2002
385,6 461,7 478 528,7
2857,2 3233,9 3584,4 2641
1431,8 1297,6 1338,4 821,6

fgo60: 0336005 039377em00 bogbgohnb derbaggdadob booymdagen8sy.

©93mg6g07m0 (33m0mgdg80 bagobmggmmdn dg-19 bo-
137600 ©03093b ©a0fym. 33cmnmgdgon gadmbaygmo agem m-
domdab dgdizhgdom s goghdgmos d3-20 bomzabob sk
Pmgdedeg. 93 hOmaEsb bobpsddgma dmbobmgmdal Haemds
8%- gomsogaddo. gdmgbogonmo sdghgdal 3gdwgemdo qhe-
30 dgg bomzabolb 70-00b fmgosdog gogédgmee s dabmgal
©335bobnomgdgmn agem dmbsmmpbgmo bagmEbemal bedgsemem
bobgédmagmonl déps. dgboedg giedo — 70-00bo femgdaweb 90-
00b fmgoedg gogbdgms. o3 giaddg dmbabemgmonl dgdpgemd
30630006935 71339 Bodmgomadgdmmo bgbmdbag-sbezmdbaga
byéndha®e gobadabdrmdgds. 60 femabs s gaérmbo sbozal dem-
bobgmgemdal dm3gamdals Bébpab bacdg 0dbpgds dmzgamonls
Bogoa dohggbgdgmo. 90-0sbo Hemgdopsb gbdgmpgds ©g-
8003(4)09303@30 @053&)360[} agmmbg 30030. o0 3@)03%3 @obgégbob
3bmigbo ohdobos, Gog gobdabmdgdnmo agm dmdspmonl
3339000 3mmgdams s J399bol déogambarznbmgeb abhmbas-
80 dog0m00m gdngbsgenmo 3bhmigbgdem. doghobihew ndge
dogmombdg dgho s@adasbo, Gmdgmmes ndbegmgbmds bedndam
dbo3d0 0dymagdmes. bhmbgo 0dsb gebodabmds psdghgos d3-
006" (560 ,393m@sb” ob ,4393mpsb*), oy gsdmfggmmo agm
370 0bo30b Jmbobemgmdal abgbbogbo gdngéogano.

©93mg6g0mn Eadghgoalb dhmiggbe ©ogghgbiatgdy-
™o 30dEnbacgmdl bbgopabbgs gobmbmpnamad gstgdmdo.
080 ©33m300g3gm0o gobmzanngede Eg8matogagwme J3gged
0030b90736939889, mdgma gobdatmdgdmmos abhmbammeo
Bodmyamodgdnmo (éowagngdom, Hb-Bggamgdgdem, bgmoago-
0, 3bmgmdbgrggmmnm, mzababs s gmagal 3gbabgd dgbgoy-
mgdgdoo (Shelia, 2013, 91).

dobomspn sbozmdngo 2am23980b dobgg00 dmbabmgmdals
G0Ebegbmdal 3gbabgd swhgbgdam domgdama dmbaiggdgdo sbo-
boomgol gdmghagarmo ©sdg6g3ab ghdgol bagobdoggmmdn.
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bhmgmb ©00géeds 1-psb Bblb, 0-14 Haal sbozmdbo-
30 237930 9390389 dghn BomEgbmdno haéddmogqbagmas 1970
Pgb, ebmms gobdagmmdsdn gb segamo wsngogs 15-64 Hanal
abogmdbag 2375330 ~1989 Hagmb, bomem 65 Hgmb gowegnmgd-
oo gg730 2014 Hgmb.

dgbhogmomos  ©gdmgbeganm  ©sdgbhgdedg  dmddgwoo
gogdhmbdgda, sbggq dabo odbabggmma dobggbgdamgdn bodetrogg-
mmdo (bboema 3).

89dmmopbodbrmo  dmboggdgdabs ©s  dbmgbmBal  bo-
@7939m89 16 900b0dbmb, Gm3 bagobroggmml dmbsbeng-
mdsdn adghgdal dohggbgdgmo (65 Hgmb gowsegnmgdmo
dmbobmmgmoal Hogma) dggboedadgds gebgomatgdama Gggom-
bgoal dohggbgdgaml; bLhmbgo odohmd sdghgosdy dmddgoo
og(hogd0 (3mdapmds, dgpnabrbo sboza, bogmizbmmal bob-
36dmogmdal dohggbgdgmn) 1dghgbhomow gdbzeglgds gebgo-
00h gm0 Gg300b930b H3bgbEasl. G magabmegow sabobs
©d dmdagomdagg s0bobgds adghgdedy, Gmdgmbag goghm bo-
Jotomggmmda 2050 hmabomgal 21,8-0b gobrzmgddae dbmgbm-
B0brgdb. o3 dggbgds doghino, Gmgmé psdghgosdy dmddgo
QoJhmdb, Tebgmgomn  bagmpmnn  bsbosmpgds, bmgmé
bogmgdom 3obgnmobrgdnma dggybgoabmgal séab @sdebabos-
0939m0. spbobadbagns, Gm3 goghml 3bmgbmdal dobgogam
dogbonal 3mgz0309bh0 2020 fmabamgal 2,5 agm dbmgbm-
Bobrgdmama. Ggondo dob 4,2 dgopgabs, bog bagabogome,
6md 30m300-19-00 godmfggmema 3obpgdanl gpgg00.

dmbobgmgmdnl ©ad96930l 3hmqbab abebsbosmgdmar
30dmygbgdnma  odzabmgal  3mggepgbha, bogebmggmmb
byoabhognb gérmgbamo bodbabméals dogéh gesbzedadgdmas
bmgmb 15 Pesdpg o 65 Hgmb gesgamgdnmeo dmbsbeng-
30l Gogbegbmds gomgga ob 15-64 fmal 306y, bomm gog-
6ol dogh spbadbnmo dmbsggdgde hatdmpggbomas, Gmgm-
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b 25 Hmadog s 65 Hgmb gopogamgdnmo dembabengmadal
0obogobpmds 25-64 Hmals dmbabemgmdsbosb. sdoghmd hgqb

39baobnbmdnbsmgal Bg3g3ege 90badbrymoa  dahggbgdgamn
39339963060890065 65 fgamb gomaenmgdnm dmbobmgmdsboob
d0dotomgoadn. adgh 330l ghom-gbhmo gebmmp gedmygbgdamn
bodmdn 3mhgbgonn dbatraggbol 3mga03096¢0 bedébmddn
300bg060dg8mma((3bh. 2) bmgmbrg 25-64 fmoab obozal do-
bobgmgmdal mebagatpmds 65 Hgmb gopsgomgdnem dmbsbeng-
®0obomob. dbmagmoml dobdednm dgbsdadal dohgzgbgdmgdmeb
3qatgds ggohgqbgdl, bm3d pgdmghogammo wafgatmgal 3m-
9530309b¢h0b dobgg00 bogobmggme 3obgnmobgdnmo Gggom-
6900l bgagbo h9bwqbinno babosmgds ws abggq dohggbgdmagon
1obmmgogds 08 Ggg0mbgdnl dohggbgdmgol. ngogg dgadwmgds
00g3ob 3mhgbanbo dbatoaggbol 3mgmoEngbhol dgbobgd.
dbmmme gadmbszmabl Hoéddmepggbl 2000 Hgma bodsbrogg-
mmbogab, Gmpgbog dbsbdoegghnl 3mga0309b00 bozdomo do-
womoo (6,2) s 96 3gqbodedgde oz Hobo o o3 dmdpggbm
3obbormmam 3960mpg3b. 3l d0d980 30 Ho 0mgds mbs 3¢l de-
b0dbm 3960m©30 (36mBamo bogebomggmmda goodhogégdamo
dogbogogmo 3bmgbgdo.

6o 399bgds ©g3maheg0mo 3396930l 303906l daldg
dmddg0 goghmbgdmob bagsbdmggmmda, dmdspmonl dohggbgd-
mgdab 303900 badmemms (dmdsmdal Bmgewn 3mggengbhal
0,395, Jmdopmdal 203mbngn 3mgag03096¢ab 0,612), bemem
30g69(300b00b o 90067 s 30706 Jndobrorgdedn gadmnzggmo
dmogén 3039060 (39006760 obszalb 0,935; dngbogaals 0,988).

39dmmgabbogmam dmgmgbgol dmbol  393d0bab  3063-
bodmahgmo  3mbgmoEnal  3mggaEagbhgoal gebbagmgals be-
779390 gbgsgm, Gm3 bogsbmggmmb 3qbadedabn dohgg-
bg0mgdo debobemgmdal gdmaésgomnm sdghgosdy dmddgo
B0 g300b 8303009300 6 ggbadedgde dbmamamb oby
3063000698 ©d o3 bozmgde gobgomshgdnmoa Ghggomby-

30b 8qbadadal 3mge303096¢g0b. @RI EgImabogmo ©sdg-
6g30b dohggbgdmal dobggnm Fobmmmgogds gobgamatgdmo
69300b930b 3qbadedal dohggbgdgmb, Gedg yggmedg 3bndgbg-
mm30b gogmgbol obegbl dgmnsbba sbozal 330mgdsmmds o
dogbonmn 3bmqbg00, 30mbgsgaw 0dabs, Gmd dmenm 3géo-
m@do 9b 73065636910 om0 bagmpmma bsbosmpgds.
©9dmgbeg07mo  ©0gh9dal 8gpgaem HoédmBmdama
330gmgds vababgds dbmdabmbatinabo debobemgmdal sbozemd-
603 bdndHnee80. Bomdal sbagal ©sdghoal 3mgaazagbho
3obbogmmam 3géomEdn 45%-psb 52 %-3wg 3o0dsbps. mgbm
33093000 Gmd gadmbbgh smbadbmn 33mmnmgdgdn, dbmdaly-
Bodrsbo dmbabemgmds dgndmgds bad ggmaee Hobdmgnogobmo
15-pob 29 fmodpg (sbomgadéomds ), 30-psb 49 hemodpyg (d30
abo30) 5 S0-0b 59 hrmsdg Joemgdn, 50-sb 64 fmadoyg 303930
(Pobolbodgbbom sbagn). Bémdalmbodrnsba dmbabemgmdals sbsgmd-
6030 (336m0m99930 Potrdmpggbamos Easgéoeds 2-0b babao.
bmgmb ©0036ds 2-ob hobl, gobbammm 3gébamdo
33060930 gggme sbozmdngo 23100 dmbobmgmdal Gogbmg-
bmdo, gobrs Hababadgbbam sbozabs. dogéed vdsgg bl hggb-
030b bonbhghgbe bmdababatinsb sbozmdbng zamagdl o
5303306009000, 8935008, Gmd o sbozab s Hobobadgbbom
abo3mdbng 23m539880 badedabm 3génmpmob dndsbogdedn 3emg-
0o 18-19%-b 8900039bb, beaemem 15-29 Hemgdal 2379a30b deobso-
bemgmdado 42 Y%-nsbo 3emgdosbfmbgr gb séob yggmedg 3dady
390930 ©gdmgbeg0mmo Esdghgdabs.
dmbobmgmonl adgégdal yggmody 033060 dggan obals
36mdal dohmpgoal 3g30égds. dahmpgdal Fgdiznégdel byl
hgmdl obggg mdemmgbo gobsommgdal domgdabomgals bognbe
©hm. 0d3s gobsmmgdal embal doggde 8d3ntgol débemdals do-
Bb0ob gobgmal o sbobzédmaggdl mabagdgdel maninsgmmbo
badgbbom obszab domhggab dgdwgg (Kapelyushnikov, 2021, 6).
bmgmz 3bgego ©gdmaéogomm sdghgdel odgl 3badgbg-

3b&om0 3. Bmgngbhon gdegbogazgemo dobzgbydaea (bsgsGorggemer 1994-2050F.5.)

1994 6. 2000 6. 2010 6. 2020 6. 2030 6. 2050 6.
LY dmbobmMmgmod 4929,9 4116,8 3773,6 3716,9
15 23,1 21,0 18,2 20,4 18,6 17,7
15-24 15,6 15,6 15,4 11,4 13,5 11,6
25-64 50,9 50,6 52,8 53,1 49,3 48,9
65+ 10,5 12,7 14,2 15,1 18,5 21,8
390006Mm0 obvgzn 32 34 36 37 40,5 40,9
JMOOOMO0L BMEOEO 3MIBOE0Y6HO 11,9 11,8 14,6 12,6 12,7 13,8
JMOOOMO0L FOFMOMH030 3MIBOE0Y6HO 1,53 1,59 2,00 1,97 1,98 1,88
3036Mo300L 3M9B0E090MHO -40,2 -19,4 -8,0 4,2 -2,6 -2,8
OH30MH™M30L 3MIBOE0gbHO 96,5 88,6 90,6 88,4 102,8 104,5
3mH9b30yM0o FboMmEOgaMol 3Moa. 4,9 6,2 3,9 3,6 2,7 2,3

fgo60: 3660000 9398000 bogbdopobo ws UN World Population Prospects 2019-0b deboggdgdol bogydagem8y, moggodogol

©o o’m@gb‘(jng(ﬁn 360(4)(003{7(4106 dmggn@ngbbg&n 500550(4)03733(7@00 og@m(ﬁnb 303(6.
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©38M3¢OBNY, ©3LOIFIBY, 33362 (MIA3MBMBN3d @ BNBSBLIBN

0336330 2. d62dnb7606%0560 deabobemgerdol dogosbe 386030 pgemnemgdado bsgséogaemerdn (1994-2020 .p.)

1994 2000
H 50-59/64 720,4 487,9
H 30-49 1234,9 1163,5
H 15-29 1163,1 940,8

2010 2020
564,4 592,7
1052,5 999,9
859,1 672,8

fgo60: 0536005 039377em00 bogbgohnb derbaggdadob boomdagem8sy.

mgsbo 890093900, ogd badpgamom 56 5élgdmdl éendg dgbad-
m93mmds, s 3300, o 03 3hmzgbl 3gehghgdl. adgégdals
363980 o6 o6l mg0b0sg0E 930960803760 3bmdmgds, sbedgo
Bodrormemggon ©s30330693mm0s g30bmdagals sbagm gdmghogam
300006380b0b dada30b 8730 dEmemabonsb.

dmbobegmdal ©sdghgds ob Habdmopggbl gomemmo-
bog godmbgggel géaborgal, s730emgdgmos, Gmd gmbagbrma
dmgmogyngs dogmg gabbmngmpgl, Goms 3m33sbagdbs s do-
6039736 gmd98L dabmbal goggdal bdmemgds dogql. Bgmoge-
3937em b 0gbsls 3begdpngmemo dopgmdgda bgbablgdabogal
80bodg1¢bgmdgdal  dmdagamn dmbdobrgdal  dbsbrpsbeggbop
(Bronikowski, 2010).

39dmmopbadbrma 3bmdmgdgen, Gmdgmbsg ohgbl wg-
dmgbrognmmo Esdghgos, 3bmgbmdal dnbgpgom 8gbadmgdgmons
393h303009b. ©g30bEgmn 30bgdnnl d0bmdgdBa Bmgagbom
©gdmgbogorgm dohzgbgdgmmeb d0dobmgdedo (dmzzomonl
doBggbgdgmo bodbhmddo ob séals gebbacmmmo, bmgmby wg-
dmgbogonmn ©e8g6g0edg dmddgon 360d369mmgebo goddem-
é0) dbodgbgmmgebo (33mmamgdgdns dmbagmmobgmo. Gowgsb
bmgb( 3bmdamas dbmamomda 3sbpgdanm gobpsiggmomas
Gogbmds dg0wg9bb 5 271 358-b, boxgmem bagsbmggmeda 12
407-b. 230b ggebdg dorgmasboe dbmegmomdn dmzgomonl doh-
3969090 domaemns Hobs mebmmgl 3génmpgdmeb dodobrorgde-
0. 0bg39 309l 3bmgbmBal dobggnm dmdogamdo ndéhwgde
o0bodbyma  dohggbgdgmo, Gog  3bndgbgmmgbam  8di3ntgol
07693603 dohgdel. bogoboggmmday 0gogg gomobgdss 2020

6@0[) 8(033(90(02)0[) 308336{]63@0 36()'8363@(‘0360(? 0@380032)0
6060 6@\00[) 80833636@36[} 080[} CB(")B%S 8(")[)0@00@\)63@00 8(*)80—

30030 0bo3mdG0g bhmdhn®eda gobzggmmo 3gmmgdgon.
36030lmbobrnsbo dJmbobemgmdal sbomgadogdal Hogmals
399306 g30b 3gndmgde 3gmbogl 36ndgbgammgaba wsbszatggdn
0bm3o30900b mgammbedéaboom, sbggg bagmgda sadhsges dgd-
beogmegng® gebgnmatigdsboob. 3mgae 19-00 gedmpggnmo do-
bgdnol 306rmdgddn gb g3t bsmma gadmgmobes. dsbpgda-
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23 bod0 go7b30 30gbnm (hgdbmmmgngddg sbromsbsdat fgpmdal
dmbobmgmoadn s db dngbaor. babpaddymo ssdnsbgdn aéam
3o o60sb Fogdamep gobognmba @ gebaiosb datag-
6g3b bogmbgmbs o bgégabgddg hgomdabol, Gmdmgdag bym
19360 3o 560l dmhmpgdmmoe mbmaenb ¢Gg70dd (Ageing in
<.y 2021). s0ba8b7ema 3bmdmgds gadmgmabs sbggg Habsbe-
396boem sboznl dmbabemgmdsda, Gopgeb bedndam dbmzglgddo,
bgérgabgddn gendobrs Fogédmo (Hggbmmmgngdal gedmygbg-
0. 3306030 dmdogomBa dbomdabgbacasbn dmbobemgmdal
obogmgadés bahomo s0dmbbogds dopsm sbozmdng 2gmagd-
0, 00bodghmgg dmmbmgbgdal gbededabom gendégds bg-
m3dabofgomdmds @ ogdama Hogboghgds. éog dgadzntrgol
dbsgomo 3gi36096ab dodl 0dal Igbobgd, Gmd gdmgbogazmo
30000905 390b9mg3l 930bmdnzybh Bbhpol dmdogemm vofhung-
79330. 930bm3030b 3gmdmns dmghgml dmbabamgmdals sbo-
3m0h0gn byenddmealb 33mamgdgdl sboma ¢hgdbmemmgngdal
Pgsemmdao.

©db3360

©93mg6g07m0 ©3896930 gmmdambo ggbmdgbas. go-
9émb b3zomab dobgognm dbmamom sdgéhgdamos, o1dse y39-
™89 bozmagdom gobgamabgdnmn 439ybgde 296 3093 0boh-
69096 ©gdmgbogam sbomgadhmdsb. 3hmgbmdal dabgogam
2030 femabamgals abobog 9196 0wg800b s0géh o7 dbmagemo-
ob. 26bgdnmo dmbogdgdo bodgamgdel 3gedmgsl smgbadbmm
aboagmdbago bhbndhabab 3gmmamagoal gbmn ggdhembdal oblbg-
3mdadg dormnsbo dbmamamdn(bsbpsddnmms dbm3méz-
b B3és). dembobmgmdal adgbgds 3339060 Fobbbgagogds
dbmgmonl gemzgam Gggombgdda, Gog ssbimtgel wagg-
6gbnognal sGbgdmdal sbazmdtaga bhbndhadob Bgigmob
3bm39bgedn. Egdmgbogagm sdghgosdy dmddgon godhmbg-
30ab godmgmgbomos 33tmag30, Gmdgmas 30380k bozdemo
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dmogbos (3gpnsbnén obozn, dmdapmdal dohggbgdemgdn, do-
360307m0 36m39930). 30380640 3obbbgaggemmns dbemamoml
(3003970 6930069080 s Fgbadedabaw bagobramggmmdn.

bogotmggmml dmbsbmgmdoedn ©adgégonl dohggbgdgmo
(65 Pgemb googaemgdnma dmbabemgmdal famma) dggbsdedgds
30630006 g8mmo ©g300bgdal dohg9b6939mb; bfmbg sdadmad
009038089 dmddgron godhmbgdas (dmdepmds, dgrsbabn
abogn, bogmEbmol bsbgtdmagmdaly dshgqgbgogma) 13dghgbho-
moe 9dbgogbgds gobgomatgdmmn Ggz0mbgdal hgbogbiasb.
b mog0bmoga dabobs s 3mdsgemdarg snbabgds sd9égoedy,
Gmdgmbsg goghm bogebmggmmda 2050 hemabomgal 21, 8-b
70bgm9d80 3hmzbmdathgdl. Gog 8ggbgde dngbogasl, bmgmé
003038089 dmddg godhmdl, nebymaamn bagmpmmn bsbo-
20900, Gmzmb bozmgder gobgamebgdamo dgybgonbomgals
60l odobabnamgdgmo.

©99mghog0mo  (33mmamgdgoal dbmiqbal obobgs dm-
bobgmgmdal bhbndhgéedg dmiggdamos ©gdmgboegammon ©o-
0306)0')30[) 0 3(*)036303(4)0 850&)@0%3(4)()[) 5(*)3030(3036@360[)
boboom. bagobrmggmmborgal gosbgatndgdymo dobggbgdmagdn
3900069310 dbmgmomlb 3gbadedal dohggbgdmgomesb, Gab

boggdggmdyy gBmadeggmo  Eshgatdmgal 3mgagaEegbieb

dobgg000 bogotrmggmm gobgnmobgdimo bggambgdal dbgoglo
1h9b©gbgooo bobosmmgds s sbggg dohggbgdmgdo Mebmmgwg-
3o 03 ggombgdal 3qbadedal dohggbgdemgdl. ogogg dgadmgds
00g30  3m)gbzoméon dbatoaggnl 3mgagangbiol dgbebge.
dbmmme godmbszmabl Hoéddmsepggbl 2000 Hgma bogsbogg-
mmbmgal, Gmpgbsg dbatoadgbal 3mggengbhn bozdsmo do-
oomad (6,2) o ob dggbadedgds by hobs s oéy dmdpggbm
3obbommam 3960m@gab. 3l 30980 30 o mgds s shnb se-
b0dbmem 39600080 36m3oma bagdetmggmmdn gosdhnégdnmo
dngoomema 3mqbgdo.

©93mgég07m0 88963930l 3bndzbgmmgsba 3gwggn oéals
'3(4)(030[)?]60(4)0060 ambobqumbob obodmb(@ng bo&gjd)g({ooﬂn
obagmgadbgdals foemal dgdznbgds. gdintoges Hoédmpggbo-
0o bagoboggmmdn dbmdabmbobasba sbozal dmbobmgmdal
bado obszmddngn 2373530 boboo, basg sbsgmgsdéos dmbsbeng-
3080 bdadobe 3gbnmEash dodsédmgdsadn 42%-asba 3mgdes.
dmdogomdo  3hmdabbodasbn  dmbsbemgmoal  sbomgedbs
bobomo (spodhotgdnmo hgdbmmmgonéd 30b300006930b0sb)
omdmhbpgde domaem abozmdbng 2am3988n @ o6 ndbgds wabe-
30639000 badadbmgds 0bmgsngdal mgembisdéabom, 93mbmdo-
3760 8é0b Jgbgmgdnb mgambedéaboo.
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Abstract. The study of the relationship between fiscal policy and economic growth has received a great deal of attention
in both developed and developing countries. An effective fiscal policy contributes to the economic growth and stabilization of
the country. Determining the optimal level of budget expenditures is an important prerequisite for forming an effective budget.
Separate science papers suggest that fiscal policy may affect economic growth in different degrees and forms, although the
results vary from country to country. The article presents the optimal size of government for Georgia calculated as a result of

the research.
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INTRODUCTION

Promoting economic growth is one of the most im-
portant goals of the state at the present stage of Georgia's
development. Fiscal policy is the main mechanism by which
the government can influence economic growth. An effective
fiscal policy contributes to stabilization of the economy. The
topicality of the issue is determined by the effective usage
of budget expenditures during budget formulation process.

The efficiency of spending budget funds has a significant
impact on the budgetary process and is a key determinant of
the successful budget system. Optimal distribution of budget
allocations simplifies state programs development, adoption
and monitoring processes, as well as improves the quality of
financial management and control procedure over spending
of budgetary funds. Budget project prioritization during the
strategic planning and the budget preparation process helps
to increase the effectiveness of the budget allocations. In or-
der to use budget funds rationally, a unified systematic ap-
proach to evaluating efficiency parameters is advisable.

Analysis of the results for the optimal size of the
government research on the example of Georgia

Fiscal decisions serve different purposes for states at dif-
ferent stages of economic development. Fiscal policy in Geor-
gia is one of the preconditions for the transition to a market
economy and achieving economic stability, it plays a crucial
role in regulating the economic development of the country.
Fiscal instruments can be used to ensure economic stabili-
ty and growth, especially by expanding aggregate demand
during recessions.

By using fiscal policy, the state must efficiently allocate

GLOBALIZATION AND BUSINESS Ne13, 2022

resources, regulate markets, stabilize the economy and en-
sure social harmony in order to achieve the ultimate goal of
promoting economic growth.

Examining the relationship between fiscal policy and
economic growth in developed countries, in both short and
long term, some scientists have concluded that fiscal policy
may affect economic growth in different ways and means.
Therefore, the impact of public spending on economic
growth is a subject of active interest.

Studies on the example of EU countries that have de-
termined the nature of economic growth have viewed fiscal
policy as a tool for stimulating economic growth. There is
empirical evidence about reducing public spending, in par-
ticular the public sector wages, being main driving force of
economic growth.

The primary focus of the article is the optimal size of gov-
ernment and economic growth. Theories of budgetary policy
are noteworthy and mutually exclusive. On the one hand, the
effective fiscal policy implemented by the government strikes
a balance between social and private interests, also public in-
vestment can become a precondition for economic growth in
Georgia. Their impact on the region's economy depends on
specific characteristics such as technical efficiency, organiza-
tional capabilities, and manufacturing specialization. On the
other hand, a government size larger than optimal leads to a
reduction in the productivity of public goods.

According to the theory of American economist Rob-
ert J. Barro, public spending stimulates economic growth
by maximizing private sector efficiency at an earlier stage of
economic growth. However, after reaching a certain level,
the increase in public spending worsens the efficiency of the
private sector.

The views of different scientists on the optimal size of
government vary. According to some economists, if govern-
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Figure 1. Nominal GDP and consolidated budget expenditures in 2005-2020 (billion GEL)
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Source: Ministry of Finance of Georgia

ment current expenditures are less than 15% of nominal GDP,
relationship between government size and economic growth
is positive. In this regard, monitoring practices of developed
countries is interesting, for example, the size of the govern-
ment of the US, according to the World Bank, in 2020 was
14.7%. However, this Indicator is different for developed Eu-
ropean countries. For example, in 2020, government spend-
ing in the UK as a share of GDP was 22.4%, in France - 25.1%,
in Italy - 20.1%, and in Sweden - 26.8%.

Evidently, if a change in the size of government spending
leads to a change in the production growth rate, the size of gov-
ernment is a factor of potential importance for explanation of
long-term growth rate. Empirical evidence presented in certain
studies of this issue confirms the impact of government spend-
ing on economic growth, although the nature of the relation-
ship between the variables differs across countries, according to
their national characteristics and evaluation periods. However,
in the research process, a problem related to the size of the pub-
lic sector or data availability obstacles may occur.

The government can promote economic growth through
various methods: efficient provision of public goods, infra-
structure development, social services and targeted inter-
vention in the economy.

The present article discusses the effect of government
size on economic growth. In this empirical analysis, the eco-
nomic growth rate is the real GDP growth rate. Regression
analysis based on time series was performed to determine
the relationship between the variables. The study exam-
ines the possibility of rapid economic growth in Georgia. It
is known that the optimal size of government varies across
countries and depends on their characteristics. The figure
below demonstrates the consolidated budget expenditures

Table 1. Government size in 2005-2020 (%)

2012

50,0

49,4

2013 2014 2015 2016 2017 2018 2019 2020

=@==Consolidated budget expenditures (billion GEL)

as well as the nominal GDP of Georgia between the years of
2005 to 2020.

The figure shows that the size of consolidated budget
expenditures and nominal GDP was increasing annually and
amounted to 49.4 billion GEL and 13.4 billion GEL in 2020
respectively. The government size calculated based on these
data are presented in the table below.

From 2005 to 2020, the lowest government size (con-
solidated budget expenditures/nominal GDP) was observed
in 2005 at 20.9%. This indicator reached the highest mark
during periods of economic recession, respectively, in 2009
and 2020. In order to make an impact on slowdown in eco-
nomic activity in these years, the government used more
fiscal incentives, accordingly, the relative size of the budget
expenditures increased.

Low economic growth in Georgia in recent years has
provoked interest in the appropriate level of government in-
tervention in the economy. The issue of the size of the public
sector has been subject of the economic and political de-
bates for years.

The question is, is there an optimal level of government
spending that will maximize economic growth? The present
study aims to determine the impact of government spending
on economic growth and to identify the level of government
spending that will maximize the economy. This is important
in the government policy-making process.

As it turns out, causes of low economic growth in Geor-
gia are multifaceted. One of the important indicators of eco-
nomic growth is the amount of payments made by the gov-
ernment. If the amount of budget allocations is chosen on
the basis of scientific justification, it can become important
factor contributing to economic growth. When additional

Year 2005 | 2006 | 2007 | 2008 | 2009 | 2010

2011

2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020

209 | 21.6 | 25.8 | 28.3 | 30.2 | 26.3

Government size (%)

23.9

249 | 25.1 | 26,5 | 25.8 | 26.9 | 25.4 | 23.4 | 21.7 | 27.1
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Figure 2. Relationship Between Government Size and
Economic Growth (Armey curve)

A
Attainable prosperity

Economic growth

g* g

Government size

government expenditures negatively affect the GDP growth
rate, they exceed the optimal level, which allows us to con-
clude, that reducing them, other things being equal, will lead
to an improvement in economic conditions in the country.
However, a reduction in government expenditure would not
automatically indicate the existence of favorable conditions
for economic growth. For economic growth in the country it
is important not only to choose the optimal size of govern-
ment, but also to properly manage budget expenditures and
use them efficiently.

Wagner’s law named after the German economist
Adolph Wagner, states that as countries economically devel-
op and incomes rise, additional business development op-
portunities arise, the demand for social services also increas-
es the government is given incentives and opportunities to
increase budget expenditures.

On the contrary, according to the Armey curve, named
after the American economist Richard K. Armey, increas-
ing government spending above the optimal level leads to
a reduction in GDP. The analysis presented below, that de-
termines the optimal size of government, is based on the
theoretical model of government size known in the field of

economics as the Armey curve (Armey, 1995). According to
this concept, government spending to a certain, optimal lev-
el has a positive impact on GDP. However, above this level,
the increase in government spending has a negative impact
on economic growth due to ineffective regulations, as well
as social assistance programs that, among other factors, dis-
courage people's participation in the labour force.

The figure below demonstrates the relationship between
government size and economic growth. The Armey curve shows
that the increase in government spending to the optimal lev-
el contributes to GDP growth, at the optimal point economic
growth reaches the maximum possible mark (GDP growth rate
is maximum) and after this mark the increase in government
spending reduces the GDP growth rate (GDP growth rate grad-
ually decreases). The reason may be the impact of aggravating
tax burden on production to finance increased government
spending. However, it should be noted that the Armey curve
expresses the relationships between variables within the the-
oretical concept. In practice, the size of government is always
greater than zero, as far as the state has the need to finance the
expenses necessary for its existence.

To estimate the optimal size of government spending
that maximizes economic growth of the country, regression
analysis was conducted, a nonlinear regression model was
built with corresponding variables: the ratio of consolidated
budget expenditures to GDP and real GDP growth rate). Real
GDP growth rate is a dependent variable, while the explana-
tory variable is government spending as a share of total out-
put. According to data used in the study, the parameters of
the nonlinear regression model are calculated. Using them
the optimal level of expenditures was estimated for which
the GDP growth rate is maximum.

Structural transformation may cause data reliability
issues, however, it should be noted that fundamental le-
gal, political and economic institutions in Georgia has not
changed significantly during the analysis period, making the
timeline data reliable.

Based on the findings it is concluded, that the econom-
ic growth rate in Georgia is maximum when the size of the

The optimal size of the government of Georgia was estimated using the following formula:

y=ap+ag+ag’+e

y is the real GDP growth rate;

g is the ratio of government spending to GDP;
€ is random error.

(1)

The concept of the Armey curve implies that as a result of increasing government size by 1% above the optimal limit, real GDP grow

less than 1%.

Using the square function above, we can determine the point on the Armey curve for which GDP reaches the maximum value. At thi
nt the size of the government is optimal. If we denote this size by g* then its value can be calculated by the following formula:

g*=-a,/24,

(2)

Where 3§, and 4, are the estimates of the coefficients a, o a,, respectively.
Based on the data in the table below, was created a regression equation expressing the relationship between government size an

inomic growth in Georgia.

The values of &, and &, coefficients calculated based on the data presented in the tables are 174.64 and -493.59, respectively. Base
the analysis mentioned above, applying formula 2, the estimated optimal size of the government of Georgia is presented below:

g*=-174.64/(2*(-493.59)) ~ 0.18

1 A positive sign of the al coefficient indicates that government spending stimulates economic growth, while a negative sign of the a2 coefficient indicates
that government spending decreases economic growth rate after the certain level of spending - marginal utility declines. Thus, if the a2 coefficient is negative,

there is evidence of the Armey curve relationship between the variables.
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Table 2. Real GDP growth rate (%)

Year 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Real GDP growth

9.3 94 | 124 | 21 -3.9 6.4 6.1 3.2 4.8 2.8 2.7 5.0 4.7 5.1 -6.2
rate (%)

Source: Ministry of Finance of Georgia

government is 18%. During the period under review this in-
dicator stood at 25% on average, which is 7% higher than the
optimal size of the government. At the same time, the esti-
mated optimal size of the government is about 9% less than
it was in 2020 (27%).

CONCLUSION

The results of this study shows that the current size of

ture cut is necessary. In order to increase the effectiveness of
fiscal policy in the country, changes in budget expenditures
as a share of GDP and their optimal level need to be consid-
ered during budget formulation process. It is also advisable
to reduce the size of the Georgian government gradually in a
medium-term, in order to increase the efficiency of budget
expenditures. Thus, in order to promote economic growth, it
is recommended to reduce public spending by further opti-
mizing the government.

the Georgian government is not optimal and budget expendi-
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society, provides a rating of the largest IT companies in terms of the volume of business capitalization. The necessity of digital
transformation of the management of the socio-economic development of society and organizations is substantiated. The research
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under the development influence of the studied sectors while maintaining the existing trends. A forecast of GDP growth in Ukraine
has been constructed, taking into account the processes of digitalization of the economy in accordance with certain trends. The
forecast dynamics of changes in GDP under the influence of the IT sector development until 2023 was also illustrated. The results
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INTRODUCTION

A theoretical understanding of the impact of increasing
information flows on the current socio-economic system can
be revealed in post-industrial and information concepts.

Changes in manufacturing processes, the reorienta-
tion of production from the formation of material goods to
the delivery of services, the globalization of economics are
pointed out by the theorists of the digital society as the more
fundamental features of the latest type of society caused by
informatization (Kluver, 2015).

The digital economy is not a separate industry, but sim-
ply acts as a virtual addition to the real traditional economy.
Digitalization of the society ensures the establishment of re-
lations between the government, business and the public us-
ing the latest information technologies, includes socio-eco-
nomic events on the Internet platform, mobile and touch
networks. The digital economy is based on ability

The introduction of the digital economy makes it possi-
ble to increase labor productivity, business competitiveness
and the well-being of citizens. To realize the digital economy,
first of all, it is necessary to expand access to the Internet,
because today the Internet is the most important element of
economic development.

The processes of digitalization of the economy and so-
cial relations contribute to the deepening of interaction be-
tween all subjects of the market environment, which tran-
scends national borders, creates the preconditions for GDP

GLOBALIZATION AND BUSINESS Ne13, 2022

growth, increases labor productivity, innovates and spreads
in all walks of life.

Materials and methods

The basis of the technological concept was a large num-
ber technological innovations in the field of information and
communication technologies that have become available to
a wide range of consumers. The latest technologies are con-
sidered to be the most important indicators of the change of
economic concepts and they are often referred to as the driv-
ing force behind the formation of the economy. (llin, 2020).

The digital economy is based on the introduction and
widespread use of large amounts of information storage and
processing technologies (big data, cloud computing), Inter-
net of Things, information technology, cybersecurity technol-
ogies, robotics, and comprehensive automation. Most of the
processes and industries and other areas of development of
innovative technologies that change the human role in the
economic system.

Without the ability to model socio-economic phenom-
ena and processes, it is impossible to imagine a modern
management system at its various levels. Modeling is used
to diagnose the current state and development prospects of
management facilities, to identify cause-and-effect relation-
ships, to study development trends and mechanisms for the
formation of socio-economic phenomena and variability in
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GDP' = GDP
f e

* t * t
+ (K * T * GDP)) (1)

where GDP; - forecast value of GDP in year t under the influence of sector development;

formula 1. .
GDP,

— extrapolation forecast value of GDP in period t;

KC — elasticity coefficient of GDP from the development of a particular IT sector;

¢ .
TC — forecast growthrate of the sector in the year t, %.

processes, to identify areas for improvement life.

Using the data of regression models to calculate the
elasticity coefficients of GDP studied sectors that can be used
to forecast GDP while maintaining trends under the influence
of the development of the sectors studied.

GDP growth forecast under the influence of forecast
growth (Yakubiv, 2015) of certain sectors of the digitalization
of the economy implemented according to the formula 1.

In particular, according to a Chinese market study, in
just one month of quarantine, e-commerce platforms report-
ed more than 200% increase in demand for more food and
more than 75% increase in demand for non-food products.
Certain businesses that worked primarily with customer
contact also increased their sales through established and
improved internet platforms for this purpose. The most suc-
cessful e-businesses whose online commerce volume has in-
creased in China during the quarantine period include: selling
cars on electronic platforms, delivering ready-to-eat food and
beverages.

Work, online learning services, online travel platforms,
and also, the spread of Covid-19 have led to advances in
artificial intelligence technology that helps brands improve
customer data platforms and data capabilities with a combi-
nation of online and offline data. Besides, the spread of the
coronavirus has accelerated the use of 5G to facilitate online
shopping and has had an impact on the accelerated construc-
tion of "smart cities". The online direction and the entertain-
ment industry have been strengthened to retain customers.

Data collection

According to Hlinenko and Daynovskyy, E-commerce also
has many advantages in emergencies, the device of which

can be quarantined in connection with the rapid spread of
the coronavirus epidemic (Hlinenko and Daynovskyy, 2018).

According to studies conducted in China, the Ukrainian
market may also be extrapolated, as the number of Internet
users and related services has also increased significantly
during the quarantine period in Ukraine (NVB. 2020).

Although Ukraine has not created a proper regulatory
framework for the development of the IT sector the Impact of
globalization processes as a response to new demands in the
market environment the information and telecommunications
industry is evolving quite rapidly. This is confirmed by statistics,
showing rapid growth ales volume of value-added services
by enterprises working in the field of IT technologises. Table
1 shows the current trends in the main components of the
Ukrainian economy and society digitalization industry Classifi-
cation of Economic Activities (CTEA) (State Statistics ..., 2020).

In 2015-2020, there is a rapid increase in sales of prod-
ucts and services of enterprises. Working in the field of in-
formation and communication, as well as the share of the
sector in the GDP of Ukraine. The fastest growing (five times
more than in the studied period) is the growth of IT products,
in particular the development and introduction of software,
consulting in the field of IT technologies and related activi-
ties. At the same time, share this type of activity in GDP in-
creased by 3.5% during the study period, indicating a rather
significant innovative shift.

In the development of the economy and society the IT
sector currently employs almost 180,000 specialists and the
number of employees is constantly growing. According to
experts, the main factor in the development of the IT indus-
try in Ukraine is a sufficient number of qualified specialists,
state non-interference in the development of IT business and
a favorable taxation mechanism that allows to develop IT in
small businesses and not pay extra profit tax.

Table 1. Dynamics of production volumes of products (services) of the economy in Ukraine.

Typez é’hf_\':;‘)er;om'c 2015 2016 2017 2018 2019 2020 , (fzrg/"‘z’ghﬁ

Telecommunications 43833.3 45927.7 48639.7 52080.3 55775.3 64034.8 46.1
Specific weight in GDP, % 3.0 2.9 2.4 2.2 1.9 1.8 -1.2
Computer programming | 21432.3 | 32007.4 | 52304.1 | 79149.2 | 107748.4 | 143163.5 568.0
Specific weight in GDP, % 1.5 2.0 2.6 3.3 3.6 4.0 26
Pr°"i5i°:e°;f/:::;rmaﬁ°” 7381.3 8581.7 | 12662.4 | 16753.7 | 23528.6 31668.9 329.0
Specific weight in GDP, % 0.5 0.5 0.6 0.7 0.8 0.9 0.4
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Table 2 Forecast indicators of digital transformation of the economy and society in Ukraine:

Indicators 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030
Domestic market (ICT), USD billion| 2.0 | 25 | 30 | 45 | 60 | 80 | 100 | 12.0 | 140 | 16.0
GDP growth in terms of digital 05 1 20 | 35 | 45 | 60 | 75 90 | 11.0 | 14.0
transformation
Share of the digital economy in | 30, | co | gor | 700 | 159 | 20% | 28% | 40% | 52% | 65%
total GDP, %

According to experts from the Institute for the Future of
Ukraine, "Ukraine now has significant funding for the econo-
my in the context of its technology consumption, ie the pace
and scale of modernization of economic sectors and the field
of life is much lower than its neighbors. Overall, according to
the level of consumption of ICT products and services, one
can make a conclusion about the level of modernization of
the country and its level of productivity and efficiency, which
means competitiveness. To achieve $ 1 trillion in GDP by
2030, the level of consumption of ICT products will increase
significantly in the coming years, primarily due to the im-
plementation of large-scale national projects (Semjachkoy,
2017).

Accoeding to Institute for the Future of Ukraine for digi-
tal transformation — “from priority sectors of the economy to
areas of life such as medicine, education, transport, ecology,
tourism, etc.” (Ukrainian Institute for..., 2020).

Considering the impact of digital transformation of the
economy on GDP in developed countries is also major IT de-
velopment trends in Ukraine, the "Digital Agenda of Ukraine"
experts have developed a forecast.

The possible development of the national economy and
the digital transformation of society is shown in Table 2.

These forecasts are relative and can be implemented in
the field of digitalization in the context of the formation and
implementation of targeted state policies in the country, as

well as the development of an effective mechanism for its
implementation in all areas of management and economic
activity.

Using Formula 1, GDP forecast values were calculated
under the influence of information development trends.

Results

According to the results of forecasting the development
of the information services sector using computer techno-
logies, it was found that in the forecast period (2019-2023),
in case of a 25% growth of this sector, GDP growth will be
47.3% forecast growth of 45.6%, excluding the impact of
these sectors.

Consequently, while maintaining the constant influence
of existing trends and external factors, increase the volume
Information services using computer technology will be 25%
by 2023, which, from 2022, will have a significant impact on
GDP growth. This is primarily due to the intensification of in-
formation processes in all areas of production, management,
market and social activities, of which the development of
e-marketing and commerce is an essential part.

Calculations using Formula 1 show that by 2023, despite
significant growth in the IT market.

Taking into account past trends, its impact on GDP is

Fig. 1. Forecast of Ukraine's GDP growth under the influence of the IT sector development in accordance with certain trends.

6000000.0 26352000.991
5500000.0 5255325.393
5000000.0 4784876.035 /;1 84326.2
' 768454.5
4500000.0
3890472.7,//!’554874.2
4000000.0 3721151.522 |
3560596/___,/ 4151538.606
|
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——Forecast GDP growth trend, UAH million

== Forecast GDP growth trend under the influence of IT services development, UAH million
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lower than in developed countries, i.e. it will only lead to
an increase in its GDP 5.7% of gross domestic product (GDP)
forecast. This condition is primarily related to insufficient lev-
els of consumption past IT services in the Ukrainian economy.
Fig. 1 reflects the forecast dynamics of GDP change under the
influence of IT sector development until 2023.

Thus, the results of the modeling of the impact on the
economic growth of digital technology development show
the possibility of accelerating the growth rate of Ukraine's
GDP by influencing the development of the IT sector in line
with certain trends.

CONCLUSION

Applying the proposed approaches to modeling the im-
pact of digital technology development on economic growth

makes it possible at the regional and individual territorial
levels.

Improve the process of developing regional digital trans-
formation programs with the main implementation of mech-
anisms to eliminate digital gaps between areas, types of eco-
nomic activities and social institutions.

Analysis of the impact of digital technology develop-
ment on economic growth has also shown that despite suf-
ficient terms of strong scientific base and human potential,
Ukraine lags far behind developed countries the level of de-
velopment of industrial production in information and com-
munication technologies and equipment, as well as entirely
depends on imports in this field.

Stimulating the development of industrial production of
information and communication technologies has important
prospects for deepening digitalization processes in all sectors
of the economy and society and increasing GDP.
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Index. In addition, the role of government in improving innovation processes in the country is defined based on the analysis of
innovation policies. The impact of micro and macro factors on the innovation development of the country is highlighted. Besides, the
recommendations have also been developed for creating a favorable environment for the introduction of innovations, diversifying
the export production of high-tech products, as well as promoting both fundamental and technological research and improving the
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INTRODUCTION

The most important factors in shaping the Georgia's
innovation economics strategy are the institutional changes
promoting the creation of innovation, legislative initiatives
and the improvement of regional innovation policies. When
revealing the peculiarities of an innovation economics, it is
essential to identify the determinants influencing the devel-
opment of an innovation economics. Consequently, the in-
novation economics is usually influenced by micro, macro,
regional and global factors. Moreover, it is worthy note that
the factors affecting the innovation economics at the micro
level are determined by the scale and capabilities of com-
panies' use of innovation. It is also obvious that companies
are creating innovative products or services through highly
qualified and professional staff. In the view of foregoing, the
professionalism of the staff employed in the company is con-
sidered to be a powerful tool for introducing innovations in
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the field of production and services. Therefore, specialization
and high level of qualification of employees are considered
as one of the strengths of creating innovations in companies.

It should also be noted that at the macro level the at-
tention is focused on factors such as the legislative, fiscal and
institutional framework developed in the country. The state,
by making optimal use of the three main tools mentioned
above, creates a favorable environment for the introduction
of innovations, which accelerates the development of inno-
vation processes and the rapid growth of export production
of high-tech products. This will ultimately ensure the forma-
tion of an innovation economics in the country and its effec-
tive development.

It should be underlined that in parallel with the above
significant attention is given to the improvement of the legal
framework of intellectual property. As the latter is the main
legislative lever for the development of innovation econo-
mics and as a macro factor, it also incorporates institutional
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problems related to the creation of an optimal organizational
structure. The aim of the last-mentioned is to promote both
fundamental and technological research and to create an in-
novation ecosystem.

The fiscal policy implemented in the country also has
a significant impact on the formation of an innovation eco-
nomics. For its part, Georgia's relations with the Eastern
Partnership and EU member states are seeing as a regional
factor of innovation policy, because regional and neighbor-
hood policies create fertile ground for the development of an
innovation economics. In view of the above, Eastern Partner-
ship and EU policy aim at knowledge and technology transfer.
This, in turn, is an important contributing factor to the accel-
erated development of scientific potential.

Generally, the global factor of innovation policy refers to
those international organizations that create favorable envi-
ronmental conditions for the development of an innovation
economics, as well as assess the current situation and develop
recommendations in this area. The recommendations of the In-
ternational Monetary Fund (IMF) are noteworthy in this regard.

It is worth noted that the International Monetary Fund,
in turn, has developed a strategy for the formation of inno-
vation systems within which it may be appropriate to make a
comparative analysis of innovation processes by EU countries
taking into account the specifics and innovation potential of
EU Member States.

The International Monetary Fund's Innovation Lab is
also of great value, in which, in parallel with the implemen-
tation of the latest research, the current global economic
trends are covered and evaluated. In addition, various digital
platforms are available for higher education institutions in
the above-mentioned laboratory.

The Organization for Economic Co-operation and Devel-
opment (OECD) offers some interesting assessments and rec-
ommendations in the above-mentioned area.

As is known, the Organization for Economic Co-opera-
tion and Development (OECD) based on the analysis of inno-
vation policies of EU member states defines the role of gov-
ernment in improving the innovation processes.

Figure 1. Top five performer countries in GlI
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It should also be pointed out that in general, The World
Trade Organization (WTO) supports the economic develop-
ment through measures promoting the innovations. In par-
ticular, the organization sets tariff preferences for telecom-
munications infrastructure for member countries, as well as
supports the promotion of e-commerce and the liberaliza-
tion of Internet services, etc.

Thus, the determinants affecting the development of
innovation economics in Georgia are closely related to each
other and, as a whole, creates greenhouse conditions for the
development of an innovation economics. However, it is im-
portant to note that the factors influencing the development
of the innovation economics at the macro and micro levels
are crucial in determining the development prospects in the
country.

It should also be emphasized that positions in interna-
tional rankings are considered as an important indicator for
assessing the current processes in the economic, social and
political environment of the country. However, the country's
innovation performance is measured by the Global Innova-
tion Index (Gll), which identifies innovation opportunities in
132 countries and responds to the world trends in the field
of innovation.

Moreover, the data of the Global Innovation Index, in
turn, assists countries in creating favorable conditions for in-
novation development as well as offers flexible mechanisms
to increase productivity and job growth in the country in the
long run (Bakhtadze & Danelia, 2020). It is also worth men-
tioning that The World Intellectual Property Organization
(WIPQO) and Cornell University annually analyze the Global
Innovation Index data.

The Global Innovation Index consists of 80 indicators
which are grouped into seven categories and each country is
evaluated in all seven categories. In addition, the assessment
covers the following main categories:

e Institutions (political environment and legislative
framework);

Human capital and research (education, research
and development);

699

63,1

613 598 o4
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UK ®South Korea

mUSA

Source: Compiled by the authors based on the 2021 report of Global Innovation Index

https://www.globalinnovationindex.org (29.12.2021)
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e Infrastructure (information and communication
technologies, infrastructure and ecological sustain-
ability);

e Market sophistication (investments, trade, compe-
tition and market scale);

e Business sophistication (employee knowledge level,
degree of application of innovation in production);

e Knowledge and technologies outputs (creating new
knowledge, assessing the impact of knowledge on
innovation, and dissemination of knowledge);

e Creativity outputs (intangible assets, innovative
services, e-innovation).

According to the above indexes, Switzerland with a
score of 65.5, Sweden (63.1), the United States (61.3), the
United Kingdom (59.8) and South Korea with a score of 59.3
have all ranked among the top five in 2021 (See Figure 1).

Thus, according to the Global Innovation Index based on
the data of 2021 Georgia ranked 63rd out of 132 countries.
This is due to the categories included in the various indexes,
such as: creativity, knowledge and technology, business en-
vironment, market and infrastructure development, institu-
tions, human capital and research, which are assessed by the
scores shown in Figure 2 below.

According to the Global Innovation Index, the results for
each category in 2021 show that the best achievements in
Georgia are evident in terms of institution development. The
above is conditioned by the state policy implemented in the
country, which serves to promote the development of an in-
novation economics.

Furthermore, several institutional units established in
Georgia promote the development of innovative products or
services for private business. In recent times, the state-spon-
sored activities to support small entrepreneurs and develop
innovation have also increased significantly. In this regard,
the Georgia’s Innovation and Technology Agency and the
state program "Produce in Georgia” make a significant con-
tribution to the development of the country.

It should also be emphasized that the activities carried
out by the agency "Produce in Georgia", which aims to im-

prove the entrepreneurial environment, have had a positive
impact on the development of the private sector, export pro-
motion and investment attraction.

In addition, the goal of the "Enterprise in Georgia" pro-
gram is to develop entrepreneurship, support entrepreneurs,
as well as promote the creation of new enterprises and the
expansion or improvement of existing ones, the purpose of
which will be reflected in increased profits and enhanced
global competitiveness.

Moreover, the market development is distinguished
with the high results achieved in the country (34th place),
which depicts investment, trade, competition and market
scale. However, despite some progress, infrastructure devel-
opment, which includes the arrangement of general infra-
structure, development of high information and communi-
cation technologies and ecological sustainability, remains a
weakness (85th place).

On the other hand, unfavorable results are evident in
the field of research and development (R&D), which reveals
an insufficient level of innovation knowledge, and in turn hin-
ders the development of innovative production and services
as well as it is reflected in the scarcity of research and devel-
opment costs.

In 2020 and 2021, Georgia's ranking significantly de-
teriorated in five out of the seven categories of the Global
Innovation Index, dropping the country from 62nd to 75th
place in the category of knowledge and technology produc-
tion, from 81st to 85th place in the category of infrastruc-
ture, from 68th to 74th place in the category of creativity.
On the other hand, the country’s ranking has improved in
the business environment category and moved from 79th to
61st place. As well, slightly changed the position compared
to 2020 and from 67th place moved to 75th. Technology de-
velopment rates have also deteriorated. While the category
of institutions did not change compared to the previous year.

Thus, the data from the last two years illustrate that
business environment in the country reveals a tendency for
improvement. The ranking of several post-soviet countries in
the Global Innovation Index, namely the Eastern Partnership

Figure 2: The result of Georgia according to the Global Innovation Index 2021
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Figure 3: Georgia’s ranking in the Global Innovation Index by Individual Categories, in 2020-2021
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(Belarus, Ukraine, Moldova, Armenia, Georgia and Azerbai-
jan), are also interesting.

However, as the diagram of the post-soviet countries il-
lustrates (see the figure 4), Ukraine was the leader among the
post-soviet countries with the score of 35.6 (49th place), while
Azerbaijan was in the last 80th place with the score of 28.4.

Furthermore, when reviewing the rankings of some
post-soviet countries in the Global Innovation Index, it is im-
portant to analyze the Global Innovation Index by all seven
categories (see Figure 5).

Among some of the post-soviet countries we have re-
viewed, Georgia leads in terms of institutional category and
is ranked 36th. In terms of human capital and research as
well as market development, Azerbaijan holds a leading po-
sition (36th) in the ranking, followed by Georgia ranked 39th.

An important role in creating a favorable business en-
vironment is given to human capital as well as the introduc-
tion of knowledge and innovation in the field of production
and services. It should be noted that in this category, Ukraine

ranks 53rd, and Georgia - 61st. As regards the introduction
of knowledge and technology in production, which considers
the impact of knowledge on the creation of innovation and
its dissemination, Ukraine leads in 33rd place.

Moreover, in the seventh category, which includes cre-
ativity, intangible assets innovative services as well as elec-
tronic innovations Ukraine leads in 48th place among the
post-soviet countries.

As mentioned above, the Global Innovation Index (GlI)
includes 80 indicators and combines seven categories.

Consequently, based on our analysis of key indicators of
the Global Innovation Index, the strengths and weaknesses
of Georgia in terms of innovation development have been
identified.

In our point of view, simplicity of starting a business, the
flexibility of market institutions and the institutional arrange-
ment are considered to be the strength of Georgia. Further-
more, as a result of the Global Innovation Index analysis, human
capital and research category are also positively evaluated.

Figure 4. The ranking of some post-soviet countries in the Global Innovation Index 2021
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Source: Compiled by the author based onthe reportofthe Global Innovation Index 2021 https.//www.globalinnovationindex.

org (30.12.2021)
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Figure 5: Ranking of some post-soviet countries in the Global Innovation Index 2021 by categories
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In respect to weaknesses, a low rate was revealed ac-
cording to the logistics indicator in which Georgia had a low-
est evaluation. Weak connection between universities and
the private sector in terms of collaboration in the field of re-
search should also be considered a weakness. And in terms
of business development, the quality of the cluster merger is
low, as well as the costs of research and development.

CONCLUSION

The determinants affecting the development of Geor-
gia's innovation economics are closely related to each other
and as a whole, create greenhouse conditions for the de-
velopment of an innovation economics. However, it is im-
portant to note that in defining the development prospects
of the country a crucial role is given to the development
factors of the innovation economics at the macro and micro
levels.

According to the Global Innovation Index 2021, the re-
sult of each category illustrates that the best achievements
in Georgia are evident in terms of institution development
that is conditioned by the state policy implemented in the
country and serves as a promoter to the development of an
innovation economics.

It is also noteworthy that several institutional units es-
tablished in Georgia promote the development of innovative
products or services for private business. Besides, in recent
times, the state-sponsored activities to support small entre-
preneurs and develop innovation have increased significant-
ly. In this regard, the Georgia’s Innovation and Technology
Agency and the state program "Produce in Georgia” make a
significant contribution to the development of the country.

It should also be noted that the activities carried out by
the agency "Produce in Georgia", which aims to improve the
entrepreneurial environment, have had a positive impact on
the development of the private sector, export promotion and
investment attraction.

REFERENCES:

Abesadze, R. (2016). Innovations - a Key Factor in Economic Development. The Collection of the International Scientific-Prac-
tical Conference Materials: Current Problems in the Economics and Development of Economic Science. Thilisi, TSU, Pub-
lishing House of Paata Gugushvili Institute of Economics.

Bakhtadze, L., & Danelia, S. (2019). The Major Determinants of Innovative Environment Formation in Georgia. Economic Alter-
natives, University of National and World Economy, Sofia, Bulgaria. 2, 243-249.

Bedianashvili, G. (2018). Knowledge Economy, Innovative Entrepreneurial Policy and Culture: Systemic View. Materials of the
International Scientific-Practical Conference: Modern tendencies of development of economy and economic science.
Paata Gugushvili institute of economics, Ivane Javakhishvili Thilisi State University, Thilisi, 28-32.

Danelia, S. (2020). The Importance of Knowledge-Based Economy Index in Georgia. Journal of Economics. 6-9, 54-68.

Danelia, S. (2021). The Role of the State in Forming the Innovative Economics: The Case of Georgia. Globalization and Business. 12, 45-51

GLOBALIZATION AND BUSINESS Ne13, 2022 119




LELA BAKHTADZE | SALOME DANELIA

Freeman, C. (2002). Continental, national and sub-national innovation systems complementarity and economic growth. Re-
search Policy. 31, 191-211.

Gagnidze, I. (2016). The Impact of Entrepreneurial Universities on the Innovative Development of Economy, Confer-
ence Proceedings: Strategic Imperatives of Modern Management, KNEY, Kiev, 186-192. http://wiki.kneu.kiev.ua/bit-
stream/2010/20956/1/186-192.pdf

Gll (2021) Global Innovation Index https://www.wipo.int/global_innovation_index/en/

Gvelesiani, R. (2014). The main reasons for distancing from the reality of the concept of economic policy and the possibilities
of their elimination. Economics and Business. 9(3), 11-24.

Lundvall, A. (2007). National Innovation Systems. Analytical Concept and Development Tool. Industry & Innovation. 14, 95-119.

OECD (1997). National Innovation Systems. Paris: OECD.

Papava, V. (2018). Downward and backward growth - the experience of EU post-communist countries and Georgia.

120 3QMBIWNDBOBOS @O 303630 Nel3, 2022




3036 MI3M6MAN3d, ®IB3NME6IT0 33M6MAN30,
063060360 ®II6EMO@M30Id0 O
bO3IEIHAIM bLOJaNO6MdNL 306300d0MIdY

MICROECONOMICS, REGIONAL ECONOMY,
INNOVATIVE TECHNOLOGIES AND
ENTREPRENEURSHIP DEVELOPMENT







3WM3dWNBOBNS VO 60B6IL0 Ne13, 2022 GLOBALIZATION AND BUSINESS Ne13, 2022

JEL Classification: QO, Q1, 02. https://doi.org/10.35945/gb.2022.13.018
THE IMPACT OF COVID-19 ON GEORGIA'S AGRICULTURE
NINO DAMENIA

Doctor of Business Management, Professor

St. Andrew the First-Called Georgian University of the Patriarchate of Georgia,
Associate Professor, Ivane Javakhishvili Thilisi State University, Georgia
nino.damenia@tsu.ge

Abstract. Covid-19 has become a global problem affecting all countries of the world. The pandemic covered all areas: medicine,
economics, tourism, culture, etc., including agriculture. Closing markets, banning transport, and various economic restrictions have
effectively hampered agricultural workers. The field of agriculture is important for Georgia because many people are employed
in this sector and the well-being of many families is directly related to the development of this field. Added to this is the fact that
agriculture is a kind of tradition and culture for Georgia, which has been followed by the nation for many centuries and which
is bloodied with the Georgian identity. Therefore, the impact of Covid-19 in this area is especially important for Georgia. In the
context of the global pandemic, various problems and challenges have been identified in all areas, including agriculture. Along with
a number of negative aspects, such as economic instability, problems in export-import of products, etc., which negatively affect
the development of agriculture, there are also positive circumstances: the ability to control quality, focus more on food safety,
accelerating digitization and popularization, popularization, and popularization.
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Covid-19 agge gmmsmyb 3bmdmgdaw, Gmdgmo dg-
gbm dbmgmomb gggme ggggebeb. 3obpgdnsd dmagge yggme
baggghm: dgoagabs, g30mbmdnzs, dm®0ddo, 3mmdm®s ©s .9,
3o Jertonl berggemals dgérbgemdss.

308b 930l Ho39()303, (hsbbdmbal s36domgsd o bbge-
©obbgs 930bmdngnds 8g8mmoggdds beogmol dgnhbgmdsda
@bogddgdgmaeb goghogtow bym-ggbo 3gaee.

beoggmal dg7bbgmonl boggérm dbadgbgmmgobos bode-
G0g9mmbngab, Gopgoeb o3 bydhmédn 39360 ssdasbas o-
bogdgdnme ©s medhogn mgabal 3gmomEogmds o3 beggbmlb
39630006 700bm0b dobradahos s3ogdnbgdama. 6dsl gdodg-
00 abog, G@m3 bogmal 3g6bgmds bagsboggmmbogal gbmg-
30(4)0 @)(4)0@0300 o mqp({)géoo, (4)0033@03 3&)[) 1339 8(4)030@0
bom3mbge dmbpggh s Gmdgmag Jobonm opgbhmosbmsbss
3qbobbmbmégdamo. odgeb gedmdpabatg badeboggmm-
borgob gobbaggoégdnm 3b0d3bgmmgsbas Covid-19-0b gogamg-
bo 00badbrem bggghmBy.

bodotmggmml bmgmal 3g36bgmoal bgdhmeda g399bab
dmbobemgmdal 36033bgmmgsebo bahomos Bobdarmma. bgdhmé-
30 abagdgdnmms o bahamb ggbhdghgdn hokdmawggbgb,
Gmdmgdbog bdobdo 1hgz0 abgm Gab3zgdmeb gedzmaggde,
bmgmboges gabgoab 3g0mgdopmds, 0bgmans, gondsdmsgn
0bgabhEdiate, 3wadageb ggmamgds oy 8gdyegwo go-
bobbnén bgbgbbgde. Covid-19 psdsdgdomn godmbhggges o3
bgdhmE80 Eobogdgdnmmomgab. m3ds Covid-19-0b gogang-
bob bodhg039 aEHmmIE 360l Esdm 30N 0388y, 07 -
360 0gbgde dobdg hgo306900b dmmagngs Gmgmés dmzmy,
by 3édgmaomnsb 3ghomedo.

30b@gdnod vbogbmn g3mbmdoggbo boddasbmos dgoqg-
Gbs, odpe bogmoalb dggbhbgmos s dobmsb s3o3d0bgd-
™0 0gm36030 bogdnabmdgdn domagbhmdsl o6 3gmdmmagh.
2020 Bemab dobrydn bogobdrorggemmb domaghrmdsd hoéddmawgnbo
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beogggmal g76bgmdals sbynzéndabmma 3gads, bmdgmdoag fo-
6doggbomon agm begmol dgmHbgmdal bydhmédg 3sbogda-
ob gogamgbaly 393306930l d99ob0ddgon. dmoghmdsd byl
méo bobol dbabopaggbe Bqbmogede: datbpadnda o bgddhm-
Gnma. dobpodabo sbdobgds d08bop abobsgws ggbdghme
f0bodg 86bgdmema dmzmggemasba gedmbggggdal dmggedrgdsb.
bgd@)m&)gqpo 8506)@0%{](4)0 30, &)magqpoe 36)63@30@005 b@(@o—
193000 dgadmgds dogobbomm, dggma 3bmghedgdal goghdg-
9089, d0dba 30 bgdhmd8a sébgdnma dobgmmo dbmdmqdg-
30b gopoghos. m7d3e abog 1bos 900ba8bmb, Gmd bgdhméda
296 30093 73996030 babhgdabo 3bmdmgdes gopabadhgmo
(ISET Economist ..., 2021).

3mbmbagadmboo gedmhzgmmo dmzab gmbdy bodebdmgg-
@b bogmab dggébgmdal bgdhmdo bybomBama gedmpgg-
39%0b §bodg 003mbbes, gobbsznmtgdnm 0d dbmendhqddy,
(0008@3503 raoqm 3mmbco35ol>, doo '300(4)0[), 03(4)0%8()[) bgj@m—
6ol dmmbmgbal o3dogmanmgdms. 3badgbgmmgba dgdzné-
©o 00b3900b dogér bgbbgdal goggde. J3gyebadn sfgbgdamds
338@3@33580, dom Jobrals (5(4)051)360(4)000) 60@0@50@360b
398070309, Hobdmgdbs Hobrdmgdnma 3bmendhalb Ggoma-
Boznab 3hmdmgds. 536Hmd0dbqbal Hobdmdawggbamgdabmgals
3boEdhgdel gogopge goobomms babhmdbmgdabs ©o 3o-
396 qbhmbbgdal Eobnhged. ghmgbm op 3bmdmgdelb fo-
6dmogqbb sbggg sgbmbadnemgdgedg bgmdomhzomdmmds.
'3503{1080300360[) 383@3[&«)60 08300(4)00(4)363@00, o(’obg&gqpn
39%m703980b gmbdg doma dgdmiebs godbgmes o 0dogg
©hob gondobs domn qgoba, Gog dobomspop gobadnbmds
9603b73m0 gommhob gomagebyhgded (Esmmbadgamo, 2021).

beggmal dggébgedals obhnzéodabmo ggade dgggebode
2020 femob 20 donbopeb 0dmddgoms s ©sbdadgdal dogzqdo
300 dogmombo moaons. sbama babgmdhogm 3bmghsds ,babem-
gemm-bsdgnébgm Eobndbmmgdal dafal dgbsznmbgme bhods-
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360396¢0b g Brgada, boggmoep 15%-abs 18%. doébnmogoa
boﬂgoqubgbnb 50)83(0536@[) o @08066b 3800360 33&660[) 3o-
©0337d53939m0 bohacdmgdal s do3o6mbalb bofoddals Hob-
dmg00b Eoggnboblgds.

3bmghodab gahgmgddn gghdghgddy gopgdnmo bgbbg-
30b gadmén bagademm dmggmmds ngbgde 25 000 000 moba.
Pamogba 3bmEgbhb msbspagnboblgdal bedomzghm 209360
00bbo 4 000 000 oo (2 frmob 30b3agmmosdn).

3(4'>m3j0l) obggg @0330@0 obogjm j333m33m535@)0 bobgé)—
boom 3bgh3gmmdal paggaboblbgdaborgab.

93930330bgbdnl gobgmgdda bgbba gsogds 1500 001
motopsb 5 000 000 matnl hoogmom, Gmdmal bedbmsg-
b gobozggmal mobopagnbobligdsl basggbhm dmobogbl
Pmomeo 10 %-0b dmgnmmden 24 mgolb gobdogmmdsda. ob-
bgdmm do8bmdbnmdgdl 9dspygde gédbal goedddaggdgmn
bofoddmgdal, 37éabs s 33bhdbmprdhgdal Hoddmgdal wo
do30bmbab bahatdnl Hoédmgdal sggbobligds. 3bmgdhb 9do-
(’9360 oa(’om@n?)nBaob 5(*)830063600[) j333m83m535(5)n bobg&bo—
o dbghg9mmdnl agabsblgdabomgal, bapag bobgmdhogm

00booggnbabbgdes 12% 24 mgals gobdogmmdedn. 3bmghsdal
qobhgmgdda,

0963909889 3o39d7ma bgbbgdal 2037b0 bogebomom
doEnmemds ogbgos 20 000 000 masa. 500 000 moebal do7-
2940l mEgbmdnm sbsdmanbogds dgmbopn 1BGTb3gmymaal
gohgmgdda.

3b0d3bgmmgabos sghmphocdmgdal bgmdghymdal 3bmg-
603, 36mgésdal goégmqdda babgmdhogm mobosogabsblg-
30l dmgammods gadnhop gbhm 396930300689 dgowggbh

50%-b, dogbod obomdgphgh 50 000 moboabs. bowmm
bobmgmm-badgnébgm  3mm3ghohnggdabmgal  dogbodagmy-
60 00bopagnbsbligdal mpgbmds dgemggbl SO0 000 mobb.
3bmghadab badorzghem moboogabsblgdal gadébe mobbs dg-
aggblb 10 000 000 mosl. 3bmghodal gobdrgmgdda bagator-
©mE 3000bbpgde 200 héodhmba, 80 000 33/3 bamdzba oo
400 35 ool gobmmddg Imghymds bacwhgaga bobhgds.

199603360 obdobrgdals 3bmzgésds babgmdhogm 3bmg-
6037000 dmbobggdmg 39bggagnatigdabamgaly 1 500 000
ol dgo039bb. 36mgbodal gatgmgddn, bobmemm-badg-
70bgem  30m396s(h0ggol  o150bsbbpgdsm  sndyhgammds/
©sbopgatgda, bmdmal bednemgsnn Hobddmgdagmoa dbmword-
(300 30360l dmmbmgbal dgbededabo babgagmadagom gmddam
©od8op@gds. booggbhmb 0soboognbsblgds gobabsdmghgds
0b013909b 70%-00, dogbod obomdghgb 10 000 mobabs.
3bmghods booggbhmb 3gbggniEnatigdabomgals obggg 0mge-
@nbﬁnngb bosmegqp@anm amabobg(ﬁgbob o @)(4)350683&) -
bagbasdmbabe dhsgdhozabs s godmigoamgdal gadoobrgosl.

0360©803930b 3bmg®sdal gobgmgoda, gggmo 3gm-
hméady, gobrs godabs, babgmdfaggmlb dbéopsb mebadmbasfo-
mgds 3ogmabol wobgdnmgdab 70%-00, bomem 50889, 50%-
00 gobabadmge.
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bopadmgggm dmmabo gabogh d9dwgy bosdmgggm Galb-
3900: bgpyze, Pyompammds, stndbaemn, badgdmogmdm gobs.

2020 Bgemb 36mgbodal ggobrgmgodo do29h0 8gowgg6L
9 dogmomb matb. dodpnbodrg fgmb ngggdgss, 15 000-84 dg¢o
boadmgggm dmmabo goggds s 12000 3s-89 dg bobmgmem-
-bodgnébgm bogebgmmgdal sdwgggs.

6oz d99bgds 393960bgmdals babmagmm-bedgnébbgm jmm-
3960hng930b bgmdghgemdal babgmdfaggm 3bmg®sdsb, dmnsb
©oboabmg0g3dn 95%-00bo msbspagabablbgds sés 33949k 500
200l mabal gbm 3mm3ghangdy, bagebomggmml pobobdhgb
hgbopmbosdg 90%-00b mobopagabablgdsl sbs 1dghgl 500
203b0 Mol 9bho 3mm3gho(gdy.

berggmobe o bergemal dg736bgmdals gobgnmodrgdals bss-
3960 mb 36mgsdgoda gomgamoabhobgdmmoas adadgenm 10%
- 00boogg0bsbbgds babmamm-bedgnbbgm 3mm3ghsdnggdo-
boogal (https://mepa.gov.ge/Ge/Page/AntiCrisisPlanNe).

bodotmggmml bagbhodol 2020 Hemals dmboggdgdals do-
bgogoo 2020 fmob 3abggm bed 3306hsmda 2019 Hgmasb
3gpobgdom 330d3b Bbalb hgbgbgns bmamby Ggomyba
393 berggamols Igrbgedadn sbggg dbbgamagbs Gmbeba datr-
19306 GomEgbmdsadn s ghabggmms g3mbmdazgbo oboage-
hoégdab dohggbgdemgdda 3gbededal bydhmédo.

Pobdmgonl dbodgbgmmgaba gobdbadmghgmon gadhméba
0b39b(0Engd0s, Gm3malb bobsbdogmem dpgmdabrgmdsy bo-
Joboggmmdn bedpgamo véss, m7d3s swbsbadbagas, Gm3d
2017 Pgmomoeb dgobgdom 2018 Hamb sgébetdmm bgdhemeda
3obbm®z0gmgdmo  0bggbhogoal Jopmmmds genBobs 3
domomboo s 15 domomba moba 3gopgabs. 2016 Hemals dg-
dpgg 9gGbnm bgdhméda gebbmbizngmgdnmo abgqbhngagon
0dbpgds. 2018 Hgmb gsbbmbdngmes 1,2 3mbo ommatal
3063060 73bmmbn abggbihngns, 8dgeb sgbobrm bgdhméb-
30 gobbmbngmgdnmoas dbmmme 15 dmb pmmobal 0bgg-
byogos. 2017 Ggmmeb dgpobgdac abggbhngasms dopmmmds
©aobmmgdnm 4%-00 gondobs. dnbgsogew vdabs oghobrm
bggBeédn 3mamndgdimo dabpsdnbo nbmgbo abggbhogo-
900b domosbo Gompgbmdal 13b60d3bgmm msbbe, Gmdgmo
2018 hemaborgal 1% dgogabos (sdnbadg, 2020).

Covid-19-ab  bogobrmggmml  bmgmalb  dggbbgmosdg
303mgbals dgboggabgdmop bodobaggmmb gggbdghms sbm-

(3003003 33930 Hoo(yods. godmznmbrma ggbhdghgdabs o
336008bglol Hobdmdapggbgmms 60% 0obbdgds 0dody,
6md obobo 396 39dmgdgb 3bmdhgdal gogomgel, Gowgsb
boabndbm-3009-6qbhmbdbgda sabmés. ggébdghgdal bobgge-
68q dghds gobobows, Gm3 HAebbdmbhnl gomssgnmgdsdg
©3hgbgdamo 398omogqoal godm Habdmgdamoa dbmpnddab
6gomdogns gobonmes. obes sdabo, Ggbdmbogbigdal
35% #30mdb, b3 sbomo bgbbal smgds godbgmegds (http://
geoeconomics.ge/?p=13037).

30bpgdnnm 399dbagm g0m0égdda bybbomal Hobdmgdabe
@ babyhbomm gbsghobmgdal n3kmbggmymaal dbobsbs-
49600, bodobmggmml 936m303d063s, gobgdmb ooigabs o
berggemoals dg756bgmBals bodababiérmd s goghmb bybbomabs o
beoggmal 3gmébgmdal mégebnBognad (FAO) badotmggmmBa
50 09bgg3030060bmgal 2.2 dogmombo mahob mahgdnmagdal
bobmgmm-badgnébgm géebhn gobgs. gabobbréa dbsbs-
3060 gbpgmEgds Gmamby Swbhbgyweb, debgzmggwab,
3060Hmg0mab, bobgabs s Gdab dbmdhgoab bydhmbgd-
89, 2bg39 mogmabe s wg0bal Hobdmgdaly dodobmmmgdaa.
36bhgon bodmamgdel odmgsl ggedghgdl, dhoéddmgdmagol
©d d306hg o badnamm 3086gbob Hobdrdmdawggbemgdl, abgmn
3930160 0bggbhogngdn gobsbmbEngmmb, hmgmbgdages
Booghedal ob bbgs babmagmm-badgndbgm hgdbozab 3g9dgbs
© bomd1hob dohymds. adh30Egdamo 0bggbhogngdal dmg-
mm3s dnngmoobmdedn 5 domomb mabl smgdadgde. ,0foédmyg
bogobmggmmb® 3bmgdpob geédgmgdda bmgmaw dz0ég gbo-
bhgd0b 3mgdhgonb ee30boblgdal da7290 gondéogos 30000
mobodg b0 bagéhsbhm gobsgbowdy.

Covid-19-b doemnob oo sEgdomn 3ogmgbs odgb gob-
3397@ 36m39b90da, dogomoms:

999 mbma babhgdgdal sdhogba gedmggbgos bbge-
©abbgs bggbmb dodsbrmmmgdom, dom dmbal bmgmal dgah-
bgmdab 3y0bao;

beoggmols dg76bgmds gobos gobbozgmégsno daddopgg-
™0 gobgomobgdoe 4394b933n. g3mbmdaznba bygggdal obo-
™96, 3378936080l Embalb 33m0mgdgdal gmbdg 0dods
beggemal dgmébgmdsda sbagddgdal Homds.

036gm3g gondabos 3bmE7J300b 3b93mmals babalbo

Q)O 608506(4)@0 3(")60(4)0’)@0, bﬁ(’)&){]@ 306@3800@ 608(’0633‘3@0

3bGoeo 1. 930060303360 0bpozsderG 00 besgemab dgy6bgemdodn

2019 §. 2020 6. % (33090
G goemmén 393 beorgamoal 3g76bgmdsdn dobggm bad 3geédomdn 5140 5 905 23
(dqmb. o) ! !
dbbgogmaagbs bdmbaba doémhysn 30éggm bod 3306 ¢hamda (smabn > 861 5931 2.4
bgemo) ’ ' '
gk0bggmo d0bggem bed 3306 (Howmdn 29,540 34,356 ™16

fyoteo: geostat.ge 2020 .
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39093930L 00300006 dbomgdmeE bdatn dmbadméabgn bo-
Gabbmddngn ©d Jbogbmbm 3bmpndznb dofmpgdal 3mmbom
(http://www.fao.org/americas/noticias/ver/es/c/1267028).

dobrarogmns, 30bpgdasd bgbomdma 3bmdmgdgde dgd-
dbs beggmal dgmébgmdabs s bybbocmal babdgdgdda, omdse
0850(4)00, bmd dob 0(4)03(4)070 ngodqubqpmbog 3(*)00050, (4)0(3
bggdpmbal Hosbbgmddsgaal pohdebgdobs s dmgma éago
303mh393930b Habssrdwgg bydhembal dpgbopmdal gadbool
397hymdb bgamb. 0bsasb bblbemdg dmmbmgbs d3dngas o
dmdbdabrgdgmomes dbobrzggmmdamn 3939803 0ggmgos (bym
196m dgh0 5©sdnsbo 53Bopgdl bagdgmlb bobmda, Ggbhméb-
b93bo 7 309399380 bosbmmal boggmo), bmagmal dgmébg-
®80d 3g0dmgde 3obegdnnm Eadabomgdimm 93mbmdazal bbgs
bgdBeegedg 33909b0 dgga0 ohggbmb. gobs sdabs, demdy-
@0(4)3@0 b@gbo 30(4)@030 8360@3@50 ©0 l)gqp jm(’*)m 3300 MRO-
bo 96m393s abgm dobhng §gbdghmm bogdasbmdsda, bmgm-
603 43030930l 07 6mbhbgmab dmggebos. 0dabamgal, bed
g3gma b dgbodmgdemmds bgommds adsgb o 3o nahm
©0E0 0gmb, bagobms, sébgdmnma badedbm babdgdgon gogdem-
09b@gb. 06bgdmmds 3¢0Babds 30gg ghmbgm Esggebsbs, bd
bognbmos sghabmnma 35363930l G9am&ds s 30gdmmo ¢gdbm-
™mmgngdal godmygbgds gghdghal 3edakmob pobozogdntgd-
™o, Jboghombgdal Jbgmalb 3gbogdbgmer, bomebspm bo-
8o 30bhmdgdal 39bsgdbgmor s babmagmm-badgndbgm s
bméboomal bobhgdgdal ©gEgbhGsmdsinabmgal, Goms ababa

30093 796m dogboon gobogb (https://iset-pi.ge/index.php/
ka/iset-economist-blog/entry/covid-19sakartvelos-soplis-
meurneobashi-gamotsveva-shesadzlebloba-tu-orive ).

30bgdnnlb 30bmdg33n d399obadn gebbmbngmms sbe-
9600 3bmgdho. beogmol dgyhbgmdal 31mbom, gmgbgdl bo-
Fgomgds dabge Pabommaysbgb bbgowabbgs 36mgésedgddn o
dogomon dqbsdsdabo abdebrgds babgmdhogmb dbéngob.

0360300, gmmdamén 3obgdaal dobmdgdda 30dmnzgg-
00 bbgoabbgs 3hm3mgdgda s 3odmph393930 y3gme dndobrory-
9300, 300 deéalb bemggmol dgmebgmdsdai. Gog Jobymaom
ab3g99d0eb ghmop, bmgmbagss: g3mbmdazgbo sbobiedo-
76mds, 3hmemdgealb 9dbdmbh-033mbial 3bmdmgdgdn oo
bbgo, Gmdgmagg Pobgmagnme@ sabebgds bogmal dgéhbgon
3obgamatgdsdg, mbos smabadbml awgdnmo gatgdmgdgong:
bacabbols 306 mmal Igbodmgdemmds, bnébamoal 13698mem-
dob bo&ombgb%g 83(1)0 336)0(993360[5 8080530@360, 0020(hd0-
Bo300b Eahdobrgds o dcmdgmatndoigns, bogmol dgnébbgmdnl
bagggmgdom sabhghgbgde o bbg.

db0d3bgmmagabns  dmogéhmdal dogmds bemgmal dg-
16bgmdals d0dsbommgdgdnm 3gmogedgdiymo 3ésbhgdal oo
©obdsbrgdal 36mzgérsdgonl 3mmbom. dbmgmoml Jgg9bgdds
3ombobop godmbagh ©anbdgébgbgds bmagmol 3gmébgmdals
30dm0g6900b 3mmboom, Gogsb 3¢08abol 30bmdgdda oblgds-
o bogggbn é)gbj]é)bgbnlb 30’)60@03360 36)00')(4)003(5[) 60(4)80)0—

©395b g3ge g3gybabargob.
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Abstract. Tourism and hotel businesses are the sectors most affected by the Covid-19 pandemic in the Georgian economy.

Despite the gradual removal of restrictions imposed during the pandemic period in early 2022, despite the transition to the tourism
industry recovery phase, it is important to assess the impact of the pandemic on the hotel sector to better identify post-pandemic
challenges and plan sustainable business development measures.

The paper analyzes the impact of the global pandemic and other negative factors on the development of the hotel business in
Georgia, the main challenges, measures taken to mitigate the damage caused by the pandemic to the hotel sector, and the measures

taken to save the hotel business.

The paper is based on a review of leading scientific publications and statistical data, an assessment of the main directions of the
state anti-crisis policy, government program 2021 - 2024 "Building a European state".

Opinions are expressed on the mobilization of existing opportunities in the process of hotel business development in Georgia
in the post-pandemic period and the emergence of new perspectives; in the new reality with the services traditionally considered
for the hotel business, the introduction of innovative technologies and innovative products.
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INTRODUCTION

For Georgia, as well as for all countries in the world, the
Covid-19 pandemic is one of the main challenges. The neg-
ative impact of the global pandemic on business has been
most painfully experienced by companies in the tourism sec-
tor. The hotel industry has faced significant challenges - a dra-
matic decline in international travel, restrictions on educa-
tional and other conferences, bans on parties and weddings
- and pandemic restrictions have had a significant impact on
the sectors revenues, especially on family-run hotels.

The global economic crisis expected as a result of
Covid-19 and the ongoing hostilities in Ukraine is likely to
have a lasting impact on the functioning of the tourism and
hospitality sectors. An important role is played by the eco-
nomic policy of the state, which should provide incentives for
the development of the hotel business; The focus of business
financial and consulting support should be on digitization,
innovation, and investment promotion, which will enable
businesses to better meet changing customer requirements.

128

Aim of Research

The main purpose of this paper is to study the impact
of the global pandemic and other negative factors on the de-
velopment of the hotel business in Georgia and to develop
recommendations to overcome the existing challenges.

The object of research is the hotel-socio-economic com-
plex, which performs complex economic and managerial
functions, ensures a high level of concentration and central-
ization of production and capital, the establishment and dis-
semination of international standards of tourism services.

The hotel industry is a powerful mechanism for eco-
nomic growth and job creation around the world. It is, direct-
ly and indirectly, responsible for regional development, many
types of work, industry, and sub-industries, and is based on
multifaceted economic activities (Aharon, 2021).

A modern hotel should be high-tech and fully customer-
oriented. Covid-19 turned out to be an unexpected catalyst
in terms of introducing innovations in the tourism as well as
the hotel business sector. In the conditions of the pandemic,
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the demand of tourists for the use of digital technologies,
contactless technologies while traveling is growing, which
is the main precondition for safe and trouble-free travel. At
the same time, the use of digital technologies has become a
necessary condition for the hotel business to be able to par-
ticipate in global supply chains and maintain competitiveness
in domestic and foreign markets, not lagging behind current
technology trends.

Research Methodology

A systematic approach was used in the research pro-
cess, to identify the main challenges of the hotel business
in the conditions of the pandemic, in-depth analysis of the
current situation, studies and state programs, statistical data,
certain conclusions, and recommendations were developed.

Literature Review

The modern hotel industry in many countries of the
world provides not only safe and quality accommodation
and food services for travelers, but also transport, commu-
nication, entertainment, excursion services, medical, sports
services, beauty salon services, and other services. In the civ-
ilized world, hotels are accepted according to their level of
comfort and wide range of services. In total, there are more
than 30 classifications based on the historical and cultural
characteristics of states and based on national traditions,
customs, and habits (IBISWorld, 2022).

The key players in the hotel industry include Marriot
International, Hilton Worldwide, the InterContinental Hotels
Group, and the Wyndham Hotel Group. Hilton Worldwide’s
brand Hilton Hotels & Resorts took the top spot with a brand
value of 10.83 billion U.S. dollars in 2020. Meanwhile, in a list
of the biggest hotel companies by revenue, Marriot Interna-
tional recorded the highest revenue worldwide, earning 21
billion U.S. dollars in 2019. the Wyndham Hotel Group came
top in a ranking of the hotels with the most properties world-
wide with almost 9.3 thousand units. Marriott International
was also the leader of the hotel companies with the most
guest rooms accounting for approximately 1.4 million rooms
worldwide (Lock, 2021).

While the hotel industry and the companies that reside
in it have shown growth over the last decade, this did not

Diagram 1. International visitors (thousand)

6,483

5,256 5,393

continue in 2020. The Covid-19 pandemic had an unprece-
dented negative impact on the hospitality industry (Mau-
guin, 2020; Rahman, 2021).

Covid-19 Pandemic has dealt a severe blow to the hotel
businesses of developed countries: America (Huang, 2020),
China (Hao, 2020), Spain (Rodriguez-Antén, 2020), etc., as
well as the economies of developing countries.

According to the World Travel and Tourism Council Eco-
nomic Impact Report Prior to the pandemic, the travel and
tourism sectors, both directly and indirectly, accounted for
1 in 4 of all new jobs created around the world. 62 million
jobs were lost in 2020, and unfortunately, the threat of job
loss continues (WTTC, 2021). The travel industry involves
various sectors and contributes to these areas’ advancement
and the global value of tourism management. The effect of
the Covid-19 pandemic on the tourism destination, tourists’
behavior, and their preference is irrespective of district or na-
tionality.

According to PMC Research, the hotel business in Geor-
gia is one of the most affected by the pandemic. In 2016-
2019, before the pandemic, the hotel sector was growing
steadily. In particular, the number of hotels and hotel-type
establishments increased by 12.4% from 2016 to 2019 (from
1,496 to 1,682), the total area of hotels increased from 1,675
thousand sg.m. to 2,272 thousand sq.m. by 35.7%, and the
number of employees in the hotel sector increased by 31.7%
(from 15,628 to 20,575). The spread of Covid-19 has changed
the direction of the positive dynamics of key industry indi-
cators. In 2020, the number of hotels decreased by 37.3%
compared to 2019, while the total area of hotels increased
by 19.6%. At the same time, the number of employees in the
hotel sector decreased by 33.8% (PMC Research, 2021).

The coronavirus (Covid-19) crisis, like the rest of the
world, posed new challenges to Georgia; the pandemic af-
fected all areas of public life.

Discussion and Results

Revenues from tourism have a significant share in the
Georgian economy, however, due to the impact of the pan-
demic, in 2020, compared to the previous year, revenues
from tourism decreased by 83.4%; And the number of inter-
national visitors - by 80.4% (www.economy.ge) (Diagram 1).

The hotel business is an ever-changing, living mechanism.
It is a diverse business: includes both large transnational net-

!
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Source: http://www.economy.ge/?page=ecoreview&s=37&lang=en
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works and small family hotels; Luxurious five-star hotels, as
well as small hostels and cottages. In the aftermath of the
pandemic, the relocation of business and leisure activities to
cyberspace has catastrophically reduced the number of in-
ternational and local visits and their use of the hotel sector.
The number of international travelers in September 2021 de-
creased by 73.1% compared to the pre-pandemic period.

The number of hotel visitors reached a maximum (4.01
million) in 2019, of which 71.5% of visits came from non-resi-
dents. 35.3% of non-resident visitors came from Georgia and
15% from the EU. In 2020, the total number of visitors, com-
pared to 2019, decreased by 66.5%. The visits of residents
of Georgia - decreased by 18.5% and amounted to 69.4%
of total visits, which completely changed the pre-pandemic
structure of visitor shares by residence.

The economic indicators of the hotel sector and the turn-
over of enterprises engaged in the provision of accommoda-
tion and catering activities have decreased (Diagram 2).

The pandemic has also changed the distribution of ho-
tel visits by purpose. If in 2019 an average of 1.3% of total
visitors visited hotels for medical purposes, in 2020 this fig-
ure was 16.2%. 90.3% of the visits come from Georgian resi-
dents, which is directly explained by the use of hotel quaran-
tine zones during the pandemic.

The current situation shows that we will have to live
with the virus for now. Despite the challenges, Covid-19 has
laid the groundwork for a number of trends that offer new
opportunities for economic growth. New businesses will be
identified that will be best able to adapt to new circumstanc-
es and meet changing customer requirements.

Table 1. Monthly average number of nights spent by
Georgian resident visitors of age 15 and older during the
visits on the territory of Georgia

Year Quarter Number of nights

| 1.45

Il 1.42

201
018 1 3.28

IV 1.26

| 1.44

Il 1.23

2019
1] 3.52

IV 1.33

| 1.48

Il 2.64

2020
1] 2.96

IV 1.67

| 1.69

Il 1.78

2021
1] 3.22

IV 1.53

Source: https://www.geostat.ge/en/modules/
categories/101/domestic-tourism
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The decision of our government regarding coveted ho-
tels is vital for the survival of the hotel business. Georgia is
one of the first countries in the world where a new system
of quarantine and hotel visits has been introduced. Up to
260 hotels across the country were involved in the project.
According to the National Tourism Administration, more than
4,000 people were employed and retained jobs during the
World Pandemic as a result of the Quarantine and Covid-19
Hotels project. Due to the crisis situation in the country, the
Government of Georgia has mobilized two billion GEL in the
state budget for 2020, which was intended to support the
country>s economy. In addition, 351 million GEL was allocat-
ed to the budget directly for the challenges related to the
Covid-19 pandemic in the health sector (Giguashvili, 2021).

To offset the damage caused by the Covid-19 pandem-
ic and to restore the tourism sector quickly and safely, the
National Tourism Administration has been involved in quar-
antine management since March 2020. The process involves
mobilizing quarantine, cove, and hot hotels and managing
them across the country. From March 2020 to the end of
2021, approximately 186 thousand people received services
under the Quarantine and Covid-19 Hotels project. The Na-
tional Tourism Administration carried out the transfer of pas-
sengers from all border points (airports, ports, border check-
points) to quarantine areas. As well as the transportation of
citizens from the clinic to the Covid-19 Hotel, and vice versa
- from the Covid-19 Hotel to the clinic.«

The administration has developed adapted regulations
specifically to support the private sector:

® In close cooperation and active communication
with business representatives, the Ministry of Health, and
the Business Ombudsman, recommendations were made
for accommodation facilities, guides, tourist transport, and
catering facilities.

e 1,280 representatives of the tourism industry were
trained as part of a large-scale training program to facilitate
the rapid implementation of Covid-19 adapted regulations
(BusinessPartner, 2021).

Booking of hotels as quarantine areas started from
March 10, 2020, until the state of emergency was declared in
the country, the transportation of citizens from the borders
to the hotel was provided by the government. In the case
of long distances, food delivery was ensured. Also, the hotel
staff was provided with special medical equipment and other
necessary activities were carried out. When booking hotels
for quarantine areas, the value of the hotel room was nego-
tiated each time. From March 21, 2020, when booking new
hotels as quarantine spaces, a single tariff was introduced
for all 34 hotels involved in the project, which provides for
the cost of a hotel room - 59 GEL (including VAT), of which
the fixed three-course meal rate is 25 GEL for each hotel. As
of May 22, the quarantine zone included 84 hotels across
the country, comprising a total of more than 6,500 rooms in
which 19,002 people had completed mandatory quarantine.
At the same time, an average of 4,500-5,000 rooms were
permanently occupied for two months. The project facilitat-
ed the operation of 23 small (5 to 40 rooms), 42 medium (41
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Table 2. Hotels and Restaurants (Declarated Data)

2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 20211 | 202111 | 202111 | 2021 IV
Turnover, Million Gel | 843.6 | 1069.8 | 1307.0 | 1562.3 | 1811.7 | 2089.1 | 1232.4 | 229.5 | 342.9 | 5644 | 470.3
Production Value, Million Gel | 832.8 | 1057.1 | 1325.3 | 1564.5 | 1816.1 | 2101.1 | 1197.6 | 233.4 | 346.2 | 569.7 | 471.9
Value Added, Million Gel | 327.3 | 416.7 | 608.0 | 700.1 | 788.8 | 1074.6 | 468.3
Intermediate C tion,
ntermediate LONSUMPYON, | oo o | 6404 | 717.3 | 8643 | 1027.4 | 1026.5 | 729.3
Million Gel
Fixed Assets, Million Gel | 730.8 | 1017.1 | 1838.9 | 1846.5 | 2310.3 | 3058.8 | 1983.2
Number of Employed,
umber of Employe 313 | 339 | 374 | 422 | 457 | 486 | 31.8 | 218 | 303 | 349 342
Thousand Person
Average Monthly
Renumeration of 4778 | 5639 | 626.6 | 6733 | 826.9 | 583.6 | 822.1 | 869.6 | 942.0 | 1061.8 | 1105.5
Employees, Gel

Source: https://www.geostat.ge/en/modules/categories/391/hotels-and-restaurants305

to 100 rooms), and 18 large hotels (101 rooms and above),
providing services to both sector representatives and people
employed in the sector. Maintain revenue. It should be noted
that the existence of the quarantine zone project contribut-
ed not only to the effective fight against Covid-19 but also
to the financial support of representatives in such areas as
transport service, catering and food distribution, production
of local agricultural products, etc. According to the report of
the measures taken by the Government of Georgia against
Covid-19, the state budget spent for quarantine zones is 32.5
million GEL (https://www.gov.ge/).

According to the decision of the Interagency Coordi-
nation Council: since March 1, quarantine areas, so-called
Covid-19 hotels, have been abolished and, consequently, the
entry of infected people into these areas has been suspend-
ed (https://stopcov.ge/ka/page/restrictions-list). A platform
was created by which all facilities complied with one stan-
dard, which in turn became a prerequisite for taking care of
the safety of visitors and preventing the virus.

The experience of Singapore is interesting in this re-
gard. Singapore has created a «Certificate of Cleanliness» (SG

Clean). In order for tourism businesses to obtain this certifi-
cate, it is necessary to meet seven different standards. These
standards are having a «Certificate of Cleanliness» manager
onsite, strict and detailed disinfection work on a daily ba-
sis, implementation of the screening process (identification
of possible symptoms of visitors), and more. (https://www.
sgclean.gov.sg/about/)

The Department of Tourism and Resorts of Adjara has
some experience, which has introduced the quality mark
«Recommended by the Department of Tourism.» This sign is
a ready platform for the introduction of a standard similar to
the «Cleanliness Certificate» in Georgia. (http://recommend.
ge/files/press/journal/Journal-February-1.pdf)

In today>s reality, when all efforts are focused on tack-
ling the pandemic, creative approaches take on a different
meaning and function. Along with many challenges, new
opportunities have emerged in this situation. Continuous
development during a crisis provides a good basis for mak-
ing up for the loss more easily after overcoming it. For the
hotel business, digital technologies provide opportunities
such as increasing the productivity of day-to-day operations;

Diagram 2. Turnover in accommodation and food service activities, million GEL
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Source: https://www.geostat.ge/en/modules/categories/391/hotels-and-restaurants305
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With the help of digital technologies, businesses can improve
supply chain traceability, transparency, and adaptability, as
well as be able to accelerate the flow of data and informa-
tion. Companies that can support new technologies will find
themselves in a competitive position and retain their place in
complex global supply chains.

The Government Program 2021 - 2024 «European State
Building» serves to deal with challenges and timely response,
the main goal of which is to overcome the crisis created by
the pandemic, rapid recovery, and development of the econ-
omy, creating a stable and secure environment for every citi-
zen (https://www.gov.ge).

The coronavirus pandemic has posed new challenges
and problems to the Georgian economy, revealing its chal-
lenges. In addition to the challenges, the pandemic has cre-
ated new opportunities and prospects for development. The
economic policy of the country will be focused on the maxi-
mum use of these opportunities for the next 4 years. In paral-
lel, active work will be devoted to the systemic and structural
problems of the country>s economy. In the post-pandemic
period, the Georgian economy will have all the prerequisites
for a speedy recovery and transformation into an «opportu-
nity economy.» The country»s economic policy will still be
based on free-market principles, where the private sector
is the main driving force of the economy. At the same time,
economic policies will focus on maintaining macroeconomic
stability, especially in the aftermath of the Covid-19 pande-
mic, as well as the further development of the business and
investment environment, which should facilitate the recov-
ery and further expansion of pandemic-affected businesses.
Agency - «Produce in Georgia» plans to continue developing
local production and the hotel industry, working to promote
exports and attract investment.

The Covid-19 pandemic has hit tourism and its neighbor-
ing industries hardest, so in the coming years, the Georgian
government will focus its efforts on restoring pre-pandemic
outcomes and further developing the tourism sector. A new
vision will be formed in the field of tourism development.
The new tourism development strategy will be based on
the requirements of diversification and qualitative improve-
ment. Business support will be provided to offer high-quality
services that will help attract more high-end tourists to the
country.

In particular, in order to develop the tourism potential
of Georgia, the following measures are planned:

e To restore tourism and manage crises, it is planned
to prepare a strategic plan with the involvement of the pri-
vate and public sectors. The main goal of the document is
to assist Georgia in adapting its tourism strategy to the chal-
lenges of 2025, which includes the pandemic and beyond, to
ensure the effective and timely recovery of tourism;

e Over the next 4 years, the target countries will be
diversified, which means increasing the market share of the
EU and new markets (China, USA, etc.). In line with the global
trend of Covid-19, 36 government programs will be targeted
in 2021-2024 to identify target countries and, consequently,
implement international marketing activities;

e In 2023, Georgia, as a host country, will be present-
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ed at the world»s largest and most influential tourism exhibi-
tion - ITB Berlin 2023;

e Targeted marketing activities will be carried out to
support the tourism industry in the post-pandemic environ-
ment and to strengthen the sector to increase domestic tour-
ism flows;

® The expansion of service levels will improve the lev-
el of service for tourism employees and job seekers across
the country as a result of the expansion;

e In order to increase the level of sustainable devel-
opment and services of the tourism industry, in line with the
European Parliament directive, the formation of a tourism
legal framework will be implemented in accordance with Eu-
ropean best practices. A high standard of travel safety and
consumer protection will be introduced through this legal
framework. At the same time, the formation of the legislative
framework will strengthen the coordination of national and
regional policies;

e New tourism products will be developed to meet
the demand in the international market as well as existing
projects will be expanded;

e The Wine Road program will be expanded to a new
quality standard. The project includes family wine cellars and
enterprises across the country that host wine tourism.

Particular attention will be paid to the development of
mountain resorts. To this end, the following measures will be
taken in the coming years:

e To develop the mountain-ski resorts (Gudauri, Ba-
kuriani, Goderdzi, Tetnuldi, and Hatsvali), the ski infrastruc-
ture will be developed, and the «4 Seasons» tourist products
will be created;

e In 2023, Georgia will host the World Ski and Snow-
board Freestyle Championships, and before the champion-
ship, 12 international competitions will be held here. Thou-
sands of visitors will visit Georgia during the mentioned
championship (Government Program 2021-2024).

It should be noted that the direction of promoting the
development of the hotel industry is provided in the state
program - «Produce in Georgia» (http://www.economy.
ge/?page=projects&s=27). The program actively stimulates
the introduction of the experience of successful internation-
al brands in Georgia through the co-financing of the so-called
«franchising» agreement. According to the hotel industry
development project of the state program «Produce in Geor-
gia», the entrepreneur interested in state financial support
is given the opportunity to build a new hotel in any region of
Georgia except Thilisi and Batumi; Expand/re-equip existing
infrastructure; Also sign a franchising agreement with the in-
ternational hotel operator and introduce a foreign brand in
the Georgian market.

CONCLUSION

Thus, in conclusion, we can say that the Georgian econ-
omy has started to recover after the lifting of restrictions, the
situation is changing in a hopeful direction, and we may re-
turn to pre-pandemic parameters in 2022.
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In the new reality, in addition to the services traditionally
considered for the hotel business, it is necessary to mobilize
innovative technologies, which will enable the introduction
of products that will control security, energy consumption,
the degree of pollution, waste management. Consequently,
they will save energy resources, reduce the level of environ-
mental impact. As a result, as the hotel ensures the provision
of safe, secure services through the introduction of innova-
tive services, improving the quality of environmental protec-
tion, its action will become one of the business cards of the
hotel. Customer satisfaction will be transformed into a stable
clientele, which will make the hotel revenue more solid and
predictable. New technology products will not only enhance

its image as an organization with high-quality service but also
allow customers to use these technologies to schedule hotel
visits throughout the year.

Most of the hotel business representatives operating in
Georgia will not be able to independently implement large
projects in the field of innovative technologies. Thus, for the
effective implementation of modern technological advances,
the optimal solution would be to strive for the establishment
of a unified platform, which is a condition of mobilizing the
necessary financial resources, reducing investment risks, and
rapid dissemination of innovations in the field of innovative
technologies. The full satisfaction of customer needs will be
possible only through the joint efforts of different companies.
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Abstract. In today’s globalized, dynamic world, organizations’ dependence on information and, consequently, their

interest and demands for information is growing. Information technologies play a crucial role in effective functioning and
control for modern companies and business. In the conditions of operational accessibility of necessary information it is possible
to adequate evaluation of current situation and to make timely decision. At the same time, information must be available only
to those to whom it is intended and unavailable - to all remaining. Computers are integrated into a common network for
fast data transfer and efficient interaction. This connection must be reliable and secure. Modern companies are interested
in possibility of using Internet channels. However, the principles of building of the Internet give the chance to malefactors to
steal and distort information purposely. Corporate and broadcasting networks which are based on TCP/IP protocols and are
constructed on standard Internet applications (E-mail, Web, FTP) have no warranty from invasion of unauthorised persons.
In article the technology of creation of the virtual private networks (VPN), which is one of the optimal variants for creation of

secure channel of communication, is considered.
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INTRODUCTION

Modern information technologies are a powerful tool
for accelerating progress in all areas of social development.
Of course, this is one of the important factors that deter-
mines the competitiveness of a country, region, industry and
individual organization. Information is as important asset for
organization as any other significant assets of management
and needs to be properly managed. This issue becomes es-
pecially actual in an interdependent and related business en-
vironment.

In the modern information world information process-
ing processes require more accuracy and reliability. As a re-
sult, organizations are consistently and step-by-step faced
with the problem of adapting and implementing specific
management models or practices to their own needs. Busi-
ness partners are also more willing to work with organiza-
tions that see the need for correct, reliable and secure pro-
cessing of information and take it into account in their work.

134

In order to effectively fight against cyber attacks in busi-
ness or banking sphere and to ensure the active and secure
use of the computer network, the concept of building virtual
private networks - VPN (Virtual Private Network) was created
and actively developed in the early 90s of the 20th century.
A VPN is a network architecture implemented for the pur-
pose of achieving privacy in a commonly accessible network.
It has become a reliable and low-cost solution for network
and telecommunication type organizations. Virtual private
networks are quite profitable for any kind of IT industry as it
enables huge cost savings on infrastructure at the expense of
universally accessible internet usage so that communication
channels are secure.

Problems of building secure
connection channels

VPN technology implies that the connection between
two nodes is temporary and it exists only when transmitting
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information flows over a public network. The technical imple-
mentation of virtual private tunnels and networks has histor-
ically taken place in two directions:

e By using the built-in mechanisms of the organiza-
tion of virtual channels, building a frame relay be-
tween the two points of the common infrastructure
of network, which is isolated from other users.

e By using tunneling technology, building a virtual
IP tunnel between two network nodes, during this
process each IP packet is encrypted and moved to a
special type of new packet data field.

The first modern network technology to create a virtual
private network became the frame relay service. VPN sim-
plifies creation of connections, in order to make it work, you
only need to connect the node to the provider. Routers send
data to the required address, using a VPN is much cheaper.

With the advent of network services for connecting
separate network nodes, it has become possible to actively
use an internet based VPN. As we mentioned above,
such solution is much cheaper in comparison to previous
approaches. All this made it possible to actively use one of
the main virtues of the Internet - easy access. Therefore,
with the help of internet connection, any person could easily
connect to a bank or various companies from anywhere in
the world. However, due to the openness of the Internet
data, the data transmitted through this network is available
to anyone to read or modify it. That is why Internet-based
VPNs have the means to protect the information transmitted
between VPN nodes.

The Internet-based VPN network is based on two main
technologies: first - it is a tunnel that allows the creation of
virtual channels, the second is the provision of confidentiality
and security of transmitted information, as well as various
methods of user authentication and authorization. Authenti-
cation is the proof of authenticity, the procedure of verifying
the subject and its compliance, with the help of unique in-
formation, in the simplest case - by name and password. Au-
thorization is the process of checking the necessary parame-
ters, as well as the outcome of the process and the transfer
of authority (access right) to a person or a group of persons
to perform certain actions in different restricted access sys-
tems. The development of VPN technology has led to its con-
nection to cryptographic methods of information protection.

The concept of building VPN is based on a fairly simple
idea: if there are two nodes in a global network that want to
exchange information, then between these two nodes it is
necessary to build avirtual tunnel to ensure the confidentiality
and inviolability of the information transmitted by public
network. Access to this tunnel should be very complicated,
for all possible active and passive outside observers. For
example, by creating such virtual tunnels, banks can get
significant savings in financial resources. The bank can refuse
to build or lease expensive separate channels to set up its
own Internet/extranet networks and use cheap Internet
channels for which the speed and reliability of transmission
are not inferior to those of separate lines. However, there are
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two major types of attack threats involved when connecting
a corporate LAN to a public network:

e Unauthorized access to internal resources of corpo-
rate local networks, which is obtained by the per-
petrator as a result of unauthorized access to this
network;

e Unauthorized access to corporate data during the
process of their transfer to the public network.

e In case of using local area networks and separate
computers public networks, information security
can be ensured by effectively solving the following
tasks:

e  Protection of local area networks connected to
public channels, as well as individual computers
connected to these networks through external un-
authorized access;

e  Protection of information in the process of its trans-
mission through public channels.

Firewalls are commonly used to protect local area
networks and individual computers from unauthorized
access. They are placed between local and public networks.
For the protection of a separate remote computer connected
to a public network, network monitor software is installed on
this computer. Such a network monitor is called a personal
monitor.

Data protection, in the process of its transmission
through public channels, is based on the use of virtual pro-
tected networks. Virtual protected networks are the combi-
nation of local area networks and individual computers into
a single virtual corporate network that ensures the security
of circulating data. Virtual protected networks are formed by
building virtual protected connection channels. These virtual
protected connection lines are called VPN tunnels. The VPN
network gives possibility by using VPN tunnels to connect
central offices, branch offices, business partner offices, and
users to securely exchange information over the Internet
(Pic. 1).

A VPN tunnel transmits cryptographically protected
information packets. Information security in the process of
transmitting it through VPN tunnel is based on the following
functions:

e authentication of interacting parties;

e cryptographic encryption of transmitted data;

e checking the authenticity and safety of the trans-
mitted information.

The effectiveness of such protection is ensured at the
expense of the joint use of symmetric and asymmetric cryp-
tographic systems. A VPN tunnel formed by VPN devices has
protected dedicated line properties. Besides this, Internet
VPN devices in virtual private networks can play the role of
VPN client or VPN server. A VPN client is a set of software or
hardware that is usually executed on a personal computer
basis. Its network software is modified to perform informa-
tion flow encryption and authentication, which allows this
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Pic.1. VPN network
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device to exchange transactions with other VPN clients or
VPN servers. A VPN server is a set of software or hardware
that is installed on a computer and performs server func-
tions. A VPN server ensures the protection of servers from
unauthorized access, as well as the organization of secure
connections to separate computers and local area segment
computers protected by appropriate VPN products. A VPN
server is a functional analogue of a VPN client for a server
platform. It is primarily characterized by enhanced resources
to support multiple connections to VPN clients. A VPN server
can also support a secure connection to a smartphone user.

CONCLUSION

The technology of building virtually secure private VPN
networks are very popular among large companies (banks,
large government and private companies, etc.). The reason
for such interest is that VPN technologies allow companies
not only significantly reduce their expenses for managing
dedicated channels to connect to distant branches, but also
to increase the confidentiality of information exchange. The
use of VPN ensures the organization of protected tunnels,
both between the company's offices and with separate work-
stations and servers. However, it does not matter which ISP
will connect a particular workstation to the enterprise's pro-
tected resources. All a foreign observer will see is a stream
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Metwork Access
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of ordinary IP packets with unknown content. Instead of the
traditional method of connecting Internet users virtual pri-
vate networks (VPNs) are introduced, which allow users to
communicate freely with each other via the Internet.

There are different options for VPN classification. Accor-
ding to the technical solution architecture, there are three
main types of virtual private networks: intra-corporate VPN,
VPN with remote access, extranet VPN.

Intranet VPNs are designed to provide secure interac-
tions between subdivisions within an enterprise that are con-
nected by a corporate network, including dedicated lines.

Remote access VPN are designed to provide secure
access between remote corporate information resources.

Extranet VPN is designed to ensure secure exchange of
information between strategic partners. It also provides direct
access from one company's network to another company's net-
work and thus contributes to the reliability of the connection.

Based on the above, we can conclude that among the
remote computers that use the Internet infrastructure to cre-
ate a secure connection channel, VPN technology is one of
the most optimal options today. The issue is highly topical,
as a reliable connection through which confidential informa-
tion can be transmitted is essential in many areas of human
activity, such as banking, e-commerce, etc. VPN is very con-
venient to solve this problem, it is one of the most power-
ful and convenient technology to establish different types of
connections in the global network.
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Abstract. The paper describes the situation in the tourism sector due to the pandemic crisis. The root causes for the fall in the
tourism business are learnt and analyzed. The specific ways and recommendations are given for overcoming crisis and supporting
positive trends in the sector.

Tourist Industry is the fast-growing sector in almost every country of the world. The safe environment, domestic stability, proper
level of economic development, etc. are the pre-conditions for sector development.

Tourism itself supports creating new jobs, increasing income, diversifying economy, protecting the environment, approximating
the cultures, etc.

Tourism has a growing tendency in Georgia, reflecting in significant increase of foreign visitors and accordingly, growth of
the sector share in the revenues of a state budget. Though considering the situation in the world, meaning the global pandemics
Covid-19, the problems were noticeable in Georgia too. The share of the tourism industry in country’s GDP was 11% but due to
pandemics the number of visitors was dramatically decreased, followed by the closure of the country and internal strict regulations
causing paralyzing of entire tourist infrastructure. The following data demonstrates the situation better, in 2019 the income from
the tourism was USD 3.5 billion, while 170 thousand people were employed in the sector. The pandemic crisis caused the loss of 30
million GEL per month. In general, tourism market lost about 75.2 million jobs throughout entire world.

The tourist agencies, guest houses, catering services and freelancer guides, etc. were mostly affected by the pandemics.
Reduction of the travelers’ flow by 50% left thousands of people without income. Moreover, the crisis in the tourism sector affected
other fields of economy, though the most significant was decrease of currency income.

Since 2021 the positive trends are noticeable in reviving the tourism industry, for instance, according to the National Tourism
Agency, in April, 2021 the number of foreign visitors was increased by 140,4 % in Georgia, while it was increased by 222,8 % in May
and reached 172,333 people.

It is a fact that calculation of the losses caused by the global pandemics and recovery will take a long time for Georgian
business. Currently, the most important thing is to avoid replication of the past mistakes, like introduction ungrounded, economically
unjustified lockdowns. The pandemic management methods and approaches should be improved significantly and even more it has
to be changed totally, the low rate of vaccination of the country has to be raised as well.

Stability of the political situation is very important, as political stability is a crucial factor for development of tourism.

Introduction of tourism supporting state policy is important, which should create strong ground for developing tour operators
and other agents of tourist industry, the affords for fund raising, attracting highly qualified human resource have to be intensified
and the control of efficient and targeted appliance of the investment resources has to become stricter, that will increase the quality
of the touristic services.

KEYWORDS: TOURIST INDUSTRY, PANDEMIC CRISIS, ANTI-CRISIS PLAN, ECONOMIC COLLAPSE.
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gbo-ghma bhbogep IBobo bydhmbdn Gmdmalb bhmé oo
98399hmé 3ob30006900L gsbsdnbmdgdl bsgbombm gobgdm,
o byodomybhmds g3mbmdnzal gebgomatgdal dabawgde
©mbg s 9. 4. hm®08dab nbebhé0ss bhmbgo gbo-ghma ygg-
madg abadamén 0berbhdns dmgma dbmagmaml dobdpedem,
Gadpgbopai 0b gbhggos (hgdbmmmgné 33mamgdgel, dbm-
©19hob 0bmgaEngdbe s sbagm 808égob. sdadmdai (h7é0ddab
3mmodngs 3nedngew 330mgdee badgebmdn dadsbogmo shol
©d 0gbgd0 33B056md0bo s ¢0d3nb nbEmbénabsmgal dmddg-
©930b Hgbdg. (TSU...,4). mogab dbkng (hé08d0 bgml 7Hymal
dd3000000b gobgomatigdol badndom spgamgdal 3q4dbob, dg-
dmbogmgdol Béral, 930bmdnz0b @aggbbagnzsiznsl, 3oégdml
03300, 33mATGm Eosbmmgdal o bbgs. 8439 893b03bsgm
o3 (360830 3033mgdbndo Esbges, oy gobdabmdgdmmoas
0300, 603 Ambabhmmo dbmdhn 0ddbgds dbogomon sbgal
b 3600gh0msbsddbmdmmdnl 3gpgaem. (60d3dmob
003308069319 ©6gg3b Hobdrdmawggbl: hbobbdmbdn, be-
gmol 3g76bgmnds, gobommgds, 303800 308d3mmds @s . 3.

bogdobaggmmdn, dmmmpbmebogma bopognopeb go-
dmdobobrg, GmEs bagdsbos bomatndal domeem dohggbgdgm-
39, 399306907 0bggbng0gddg s bedndem spgamgddy, o
9300™30316h  3060bsdg, vbogmaal dbmgdhal 3ehghgdeds,
dghoe dogmmebgm ©s bagomseme dpgmdsédgmosda hogget-
©0m, hmge 0ggods 3sbpgdasd - Covid-19-0b babgmoo o
dmo(330 dmgmo dbmagmoam 2020 hemab dothdo bogobrmggmmm-
30 30dmbos bogabzgdm dogmdabrgmos. 83 3gbnmpabogal
930003030 2.7 %00 39330605 bexmm fanals dommmbogal 6%
3930 agm, 2021 Hmols 0sbgatda 30 11.5 % 3q3i3nho. (bag.
byochob debogdgdn). 2021 famals 0sbgacdn gadmdggybgdamo
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0bgoéndaly dobggom, gmmosmmbn g3mbmdazs 2020 fmal
30bdogmmdadn 3.5 % 9dz0bho. ,bogbmsdmbabm basemhe
gmboo“-0b badbhmgbmBm dohggbgdmoam 2021 § gmmdsmi-
60 93060030 5.5 %-00b, borenem 2022 § - 4.2%-00b 3ol
3bmgbmBnbrgdl. ,dbmgmam 6sb30°-b badbmgbmdm dohgg-
bgdgmn gmmdamnéo Bbal 19330meb ©szagdadrgdem 2021
Pamabogaly 4%-00, 2022 Hemabogal 30 3.8 % gobabedmgée.
»930bmd0zmb0 30bgamatgdale s 0obsddbhmdmmdal mge-
boBogna“ (OECDE) 2020 Hemab 09393896380 gsdmdzgybgdm-
o 0bgoéndal dobggom, 2021 § dbmamom 930bmdazals 4.2
Yo-00, 2022 femaborgals 30 3,7 Y%o-00 Bérsl gobroomab.

dobomspa hgdbho

939m0dg oo Eahhgds 3sbpgdasd hménddl dooggbs
30dmbgbol dobggmngg EwoEsb. shops dn®edde gho-gbo
d60d369mm30b bgdhmbsew agem Bedmysmadgdnmo s dBsbon
H9609bEn0ms bobnsmpgdms. nga badebmggmml domasba
bodadnme dbmendhob osbemmgdan 11%-b shabdmgds.

2019 fgamb  goBogymbrgdol dmmoobds  Gompgmbmdsd
9357964-b dosohos, G Habs hammeb Bgpobgonm 7.8 %
dghoo. bogd. Bobogoeb bogdgams bedababbml banbgmédszam
060@0(’9033@0 @330&00835@05 80’)5063836007, bog&)mogm&m—
b godahmérgdnl dogh 3ebbmbagmgdnma g08apgon sbgor-
bonbopas Hobdmpggbamo.

03(4)0?)80l) 3(4)«)363@0 OQBOBOBO&OGOOB 0503005)80(3000)
2021 Bemob 93k0mdo bogobmggmmda 7bmgm g080hmbas
Gompgbmds 140.4 % z00d06s, bomm dsoldn 222.8 % oo
390000g0bs 172333 vm. 3o(30.

2021 ol 0g0gbhgemdn abgmognad 6.6 % doswfos,
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fgo0: bog. dobogob bogdgbors bodobobpdeb bonbgy. obocmahnzto wgdodhadabao

2dhngmdgdal 3933069800, gqdbdmbal 3emgdal s 0ddmbdal
godgaégonm. 2020 Hgmb ghmgbnmo gommie 14% gogae-
bnbps, Gabmgabeg gbhmgbnmds 30b3ds gomyhal badgabol
39b06hmbgdabomgal 800 dmb Em@oebdy dgho dmiEmmdal
b°3°@3©°” ntgbOoeogbn 5050[)(*)(4)(303@0 o 2021 quml) oog&g—
G3mal dpgmdahgmdam badebomggmmb bogatgm gomo 7.825
Imbe Eomobl 3500g9bms. hmagbo abgmogas 2.8 % agm
Pobo Hgmmob dgoatogonom (httrs://www.geostat.ge/ka) 2021
Pmob 10 0gbabab dpgmdstrgmdam pmmobal maaiosmmén mo-
G907mg85 @b 0b dndstmgdadn 3.1613 maa gobos (bm.ge).
mabal gogmoma 3mébab dgbhyggmds 30093 786 I© boge-
(3980 094qbg3l 308bgLL, Bgndmgds nmdgel, md 3adebhbdmamm
dgmdobrgmdadag 30. gedmdpabatg 0dgosb, Gmd bagdobamgg-
mm do0b 033mbhoedmzngdnmo J39gsbss, 0gn dobsdné
89303mmgbol obpgbl ggabgdal bhedaenhmdody, Gog 30mgs
1960 370 dpgmdsdgmdsdn 0ggbgdl 308bgbb s bagsdomggmaml
000037 dodomodgh (www.commersant.ge).

2020 Bgambs 13benéds 0bgqbhnnsd 53% gobrobs gobage-
©d, b 2021 femals 3obrggama 3306 (mobogal asbemmgdnm
80%-00bn, bob 30dm J3990bsdn godhgegs g3mbmdnzméoa
360080bn, 300dsb s 7d739360mdab dohggbgdgmn, bowabadal
©mbg 8 93mbmdozgho J0obobhmbmds bmgosmné 237390
mbob. (www.buzinessfeed.ge) 3608abob ©bOmb Hggbo
bogoadbpgmm  domobbo  dghhomop  ©edm3znEgdma agm
Bm0d3ab bggheddg s bogobgem gepdmbaigbggedg, bmdgm-
bog @b @sghom mebymgomnn bogedbm ©ggoah. ©mqb
330930 3608abgonl Hobdmddbal E®Inbmbgdnén gagdhe -
930bmdagal d33mg306 (g bibrodal mddom: - hméaddal
3mmogbds godobps 1373930 mds, ©ogss dgdmbagmgdn, dg-
d30h s dogmasbo dops dobmgbs s dgbededaba badomzgde
393mbogmgdn, Gabog 006 gbmzgal Emmobdsiab bggstnréa
303mgbo dnbo 3976600089 o 03 sEadnsbgddy, Hmdgmmag
bgbbgdn Emmaida odgm smgdgmo. (domasba gogdmoa bg-
bbgdol ssbemmgdnm 70%). (www.socialjustice.org.ge).
2019 § (y960833s 3.5 Imb 033 pmmsbol dmggds dmaebs
©d k330 170 00. sodasbo asbogds. 3mbmbagobybal godm
Bm60ddo Eozahgs sghmommods. gmggmmgaondds dabsmds 30
8@6 qpoé}b 800@\7600‘ Statista.com-ab aobggggnm abmgqpom
dmgdondmdabs o (7608l 308063ds bogobemm 75,2 dmb
bodndom sgomo ©agebgs. UNW TO-b dembsigdgdom ©ode-
GomEd 3067 ©d badnemm Bdmdab bofobddmgdn, bmdgmomes
Pomo hm083dals bgdhméddn 80% Bq0wggbb. 2020 Hemal 1-gm
©d 39-2 3306 homdn 13739360m3ab Embg gondatws. nsbgod-
0360bolb ®3930  @obeddgdnmo sEadasbgdal GomEgbmds
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40000-00 35330600, G 3873936000 mbal dadgdedy 17%
sobabo (forbeswoman.ge). bogdoboggmmdn dops ¢hé0ddab

Pamomo @sdomons bbgs 9399698006 Fgmatagdam. yggmoedy
©0E0 E3é(HYds doam dndabhmmds booggbhmgdds, (abm3dg-
(4)0(1‘)(0(4)3680, l)mogg:oo@ bob(’fmaé)m bobq\og&ao o Qoamgsogba—
m3ds gngdds, domgal dopo@gbabhmmds bogemgeds sboggboa
3933000, Gogsb domn dmsgabn 3magbhms (90-95%) age
boghoedmbobo dméobhgde. TAV Georgia-b obgmédsgnnm
2020 Hemal godogbmmmdg mdagmabol sgbhmdmbhdn dgdoghas
bozoo 50%-00 39330600 ©s dgdwgmd 30 baghmme gohg-
bEs, b3gtgbgdal gobs. 2330 maEnammbN 0bghdsgnnm
375 000-3pg 0odnsbds szatgs badbobyba (eecmd.org).

Lgbomdgmop @sdobomes babhmdhm bgdhmbon, Gg-
bQ)mé)ngo o 30(33360, 3306@360 nmj3ob, 35)0:](}‘)033@0@
3obgho. d933060s dmmbmgbs J399bal dagboor (Hrsbldem-
GHhbg308g, 30gdab, mob 2036980l s dnGabhgdal bbgs de-
dbobnégdsdg. ¢é0ddabs s g9b336bogdal dsemamoam baddmlb
2020 Hemob dmbagdgonm dbmagmoam bagbmsdmbabe (héhad-
dob Eabszatggdds 2 (héam. 933 pmmahn dgogabs.

o0bodgbols moblbos ob godog, Gmd g3990b0da, Gmzs
093bgos obobabméggmo ©s 360dabmmo bohmegngda, mogh
ohgbl bomdg medhogn 3mbmgzemme Gabzgdo, Gomgbsg
50800 odgb bognmatn domonagmgdal godmygbgdal doée-
©0 bobggdmmdnbogal. 8dohmad Jhommgl bogmegegdde bg-
mabrgmgded gybopmgds o6 1bos dmonbmb o dghe whm
07030l 3mGeE00b Hob3zgab 0bpgbhegagadgdel s bage-
bonm 3mbngommoe dgdobggggonl gedmgmagbsl, v3ébgmgg
1Bhbggmygmb dogdbodammybn goddnbgammdol babogmiEbmm
8503353@@3060 3od605350b, 03[)@360[) o 093%3(4)30@(\060[) 83[)—
go@g0bab. bobgmdhogmad mbos dg4dbalb dgwnzadgbdgdal, badg-
©030bm ©3b0db7mgoal s dobopn dmbdadrgdal bbopggamo
(4)3?)3(4)3360, 5570%0[)3@ bn(’gaoenawo domn m336)0003qpn 0
98399hoobo gedmygbgde babogmpbmme 3bndgbgmmdanls sdme-
bo b gobgl. (Mekvabishvili, 2020, 40). sbgo gomotrgdsda
d60d3bgmmgobos badmdomogdm badmgamgdal Gmmal god-
™0ghgds, 3003 odhoneds hobommmdsd mbos 1BGTbggmymb
00729(0b dmbadhmdobgo, G mogal dbéag 3BGRbggmymal go-
boblbgdal ga39dtnob bacrzgel o 3méaa0mmo Gabzgdal dgd30-
bgd0b (idfi.ge/ge/Pandemics-and-courruption-risks).

bodobmggmml dmoghmdal dngér 2020 Hemals dabrggm
3396homdo 20330 dmdoEmm odbs 1.5 Imb . 33 Emmobo
bodomzghe Eobdadgds boghmedmbabm mbgsboBsinngdawab.
doo dméal:
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*  IMF-200 3gmb. 33 pmm.;

*  ADB-400 dmb. 539 pom.;

*  WB-2503wb. 033 pmm.;

*  AFD-200 dwb. 33 pmm.;

* AlIB-100 3wb. 33 mm.;

*  KFD-250 3gmb. 39 poe.;

*  EU-200 dgmb. 33 pmm.

3909300 bogobmggmmda gonBobs babgmdhogm gomal
domnsbo dommmos.

(Jgerenaia, & Ghaniashvili, 2021. 71). 33mb7mo 0obbg-
d0ab 330hgmpgbo baboggmm 3gmomgdgon gebbmbzogmee:

1) 30869b0b dbobroggérabmgal gadmagm 500 dmb man;

2) 33em0mg0g00 33000 bobgmdhogem 3bmgbodals -, ofeé-
dmg bodobrmggmmda“ mebaaggnboblgdal dobmdgddn;

3) bgbba/m0Babgn 30bmdgdn 24sb 36 mggdwog gondebroo;

4) go0dabrs 3hmgbhob ©og0bsblgdeda bobgmdfogml
dmbofoemgmde;

5) bobgmdfogmd ©aahgm bmagmal dgghbgmdals dbo-
Goggénb dozbhm baghsbhm 3bmgheds, bmdmal doigmmds
403mb mohadpgs (bm.ge).

071330 gb dgohgmegbe Bedmbsmgama 3969960 gme-
3000 b bandgpm 396 agbgds sbgm 36080bmob dadsbogssda
. Jobnggm 30839L39bms s abhGdnhmEms Hothdmdopgqb-
™g00 00b0dboggb, ™3 Jobrarmam 30dbqbl byhomByma 3bm-
0mgdgdo odgb o badebmggmml gébmgbymo dsbzn (bgo-n)
g39madg dgho 7bs agmb onbhghgbgdnma o3 3bmdemg-
335000. dob mo3nb0 63653@36000 ©o 06b@&38353603&nm 35@0
1061bggmymb  sbsdobdm  gabgdal Gggmmahgds, sbodgo
bogommahe Gabzgdabs o 33Gbob ©sdmgggep. 9dsb gdodgde
abog, o3 badobmggmmBo ob ggod3b bybomdmn gmddon
©d bobom Hobdmgds, bmdgmog 30093 75O oMyl o
07069bg0b 0bggmoE0obemsb ©szgdnbgdam 3bmdmgdgel. be-
bgmdfogmd 1bps  gobsbmbzagmml spgammdbaga Gqbm-
Gbgdab mdabohgbo gadmygbgdal bogmdggmdg g3mbmdnzals
Ggocmédo bydhombdal ebdetgdnma gobgnmeérgdalzgb, ddndg
bobydbomm de86nb aggbbogazopnabszgh, sgbmbsbybbomm
3bomE7g00b Fobymaonn boghgm bogegédm dagmabbol 39d;30-
“g30b0396 wG0gbhdgdmmo g30bmdoznto dmmagngs, Godag
0g7mobbdgde 03 3bmEndhgdal sogommdbage Hobdmgdal
bggénma Homal godb s, Gmdmal 3gbodmgdmmdsi hgqbl
939906030 56bg0m3l o bedhbobrmw 296 30093 godm7ygby-
dgmos. (Mekvabishvili, 2020, 40). gbmgbamo d0bzo msgalb
976d30g0b 330603030, Gopgeb 3960090b 039093L 308bqbals
30bg0m0kg0bmgabmgal, dom13ghal 30bwgdanl dormdgdda.
036@363@00 bgb—n mognb 3(*)53(1_)0(4)"3@ 3m@00050b o@o&gb—
©gb 0bg, Gm™3 0gn mobbggpésdn dmpampgl 308bgbo gobga-
056 9305010b. 3 Hmgoalb gedmiomgds bowygmal, Gbmd
bgd-0 3ongom, bgmb 73mal 80Bbgbal gebgomstrgdols - bo-
0930300 Joborgmoa 30dbgbals Hobdmdapggbgmms sbgséadda
(commersant.ge.2021.17.06). 3oGmbogoérrbols 3sbogdanb-
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300 30ggbgd7mn Bobromal Eomgme s dabesb god3maggde 30y
©0Ebobl dmhggh oo 308bgbb. dmsgatns, beboggmm
d3é93b dngqb dbgmgmmds, boms dg30d306Hmm 3badgbgamam-
3060 Bobroemal 3bm396¢ 7m0 dohggbgdgma. o730mgdgmas bg-
bébgdab gag9gphnebo godmygbgds s bgamidgdn dggybal be-
300e16-930mbmdogbho dpgmdsbgmdal gomndzmdgbgdabsmgal.
0730 babgmdhogm @ 396dm bgdhmba gbmop ndndoggdl, gb
3qbadmgogmo ngdbgde. bagotms 93mbmdazgéa domagngal go-
odbamabgoss. 939960l gobgnmobrgdabmgal d60dgbgmmgsbas
50g0®dk03 dmdbdobdrgogmms gmzgbaéhgds Jobomm 3bm-
©7900%9, ©0ob Egngahbeg dmbobemgmds gebagab. bagabmes
20g0mm3b03 3hmE7JHdg dombmgbol 33k oabawdn bomdal
>0gqbs, vdabogal 30 d0dsbdgfmbamas bomsbopm wmbalbdag-
0900l godtrgds. babgmdhogemd mbes 3gadznbmb badmsghmom
batoggdo s dg9dbol dmbabgmgmdals sbbgdmdabomgal badntom
d0bodogmmér 3obmdgda (Chikviladze, 2020, 73) 2020 Hemals do-
gb3mdn EHOmgd0m 3obbboemds ops ¢71683ds, mdgmaz dgde-
gm0 abgg honzqde, 39é dmzgee donbgesdanby oo babo-
3990 890930. @730 Jobmmgbn @3990l gobdogmmsada séals
30homEgb0 bobozgmm dghgda h608dal 3o20bbawgdal dnB8bao:

1) %ongj]qpnb l)o%qagom bg%mG%g bob@ga(@m bgj@mé)ao
30633910 bobggdgma bobo Jobmggma dmbabhgonl badme-
™g00m, 30 m dghE, 3obbeznmbgdm bobbggdmm smdmbbos
b 36 mgbo bagbmadméabm Jbgmmmda bobimddmgdabmgabsg,
Godmgdng badmgom bgdmbalb pbmb nggbgb 100% psdgabom-
@mbo, bog dmdgbphgodn g. h. ,mg96dndabgbog” 30 3gmbos
50g0m0. gb 30b30hmdgdmmn agm bbgaabbgs gadhmbgdao -
20g0m®db030 (h3600bhgd0 596 goEamEbgb Esbobggbgmdmo
13bmgmda, babmdbmgdds gosggmgl 3b0dgbgmmgebo ool
0398900 o o. 8. 83 3bbng dobromss ahz0bhmM0 agm
0hgbemma babhmdhmgda, sdsbi-mhgmgda, sbggg mdagmabals
3063930 56bgommo mm3030930, (30bgmn o 0. 3.) ban®dg s
dmbzmdal babmdémgda (eap-csf.ge./wp-content/2021/03);

2) bogobmggmm dbmgmoam (Hh760ddal mégebadsiaal
00dsbémgdgmo  boddmb Hggbo gobps (sputnik-georgia.
com.03.06.2021) ©o 4 fmob 30000 s0bbagl. 35 bobgmdfo-
goeeb 23-3s bogobmggmmb egdads dboén bodghdbgmals
©goodomad 0mgbdn. ,bodobmggmml 94b9ds dgbodmagdamem-
0, hoghomb mégsbBognnlb d0dbgdal wababgabs s 39dgmad
Podrdohgdom gobbmbzngmgdedn, sbggg mBGTbggmyml dabo

9839dhmé0 s goddebgemyg gabdzombobrgds. bodsbmggmm
mognbo b@&o@gaon@n 0(930@3(9350&)30)50[) 30m30@0b6053—
000 39dmgdl anggel mgmé(z dogal dmgals, sbggg smdmbe-
3o 936m3al bggnmbgdal 0bhghgbgdo hméaddal gobgame-
6930l dodobrormmagdom. - spbadbymos gobibowgdsdo;

3) 3dotggma 0gbbopeb gonblbs babdgmgmm bodmgodn
©d g39mob badegm 30333930 31bdho dBopos (hbboggdal oo
bo@(@oEb&mé@m 5030@0[) 80[)0@360(9;

4) 3sbpgdaal godm 3ghgtrgdmmo dné0ddalb bonbogmds-
30m 3960)6g03s F3domds goboobme, ol dgdwggai 0bgméds-
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(3006 domgos dgbadmgdgmos 24 basmolb gobdogmmosda maobm
3bgema badob dgd39mdno (gnat.ge./ge/.2021.14.06);

5) sgobodo dmdabhmmo bgdmbo magogosmmbao gonblbs
16.06.2021 . o doborob ghoo @sdoggdnma gadi3nbagaal
37bdyo (droa.ge/?p=106200);

6) 2021 fmal 6 0gboll gonblbs dmtrgemd-babrogsmmals
96bmgbmmo 330l bgdgab sm33900mmdn sbamn g3embhacbhmmo
dogmngn. 32 3d. boghdal dobm@sdma daemnzasb, bmdgma
beogg. sbamadal, dos o Jobmsl, dos nebmbs s beg. bgdgh
939390693 o smdtz0mas 930 360bHg8bsmzal s3Amgdgmo
0bggbrabiyordhé0m, do0 Bmbal boghmsdmbabm datzghgdam,
0706033@&0)33 53530580000 o O?Jénb@génbomgnb 3065307350@0
3ohgzoo (droa.ge./?p=105920). bodmdagmme Jag3ém dénm-
Godhgamo gebogds dodats babhmdbmgda, 396dm dméabdmmo
106930, 6o©gsb o9 atm sg0mas Pbogbmbmgdabs ©s 3ngngbab
bédg30b o0, 93tgm39 begnsmaho Eabhbigoabs s TEbe
5000300693006 56r3labmbrggma 3bgddhgdabgsb mogal ssge.
0733(30 5360[)303(43 bob@naémgn O30 35@0 0:]60[) banOo&)gqpn
boédgdn, Gogab dméabie s7E0mgdmen dmombmgl mbogé-
0bmgdal beardgdals a3z, d0érown 3mbedhgdn bws dggecmb
®bgmanb derdlbobmérgded. s730mgdgmns s3ém, 93m, doabs, boomg-
3opabagmm, 30dozobbomgogmo s begmal dménddal gobgo-
00tgd0l bgmdgfgmds. Hob Hodmabhos (tnddals g3emmmgamnéds
bobgdgdds a6 abérm boghzgdo 8éedg, bygms 39689, mas
3oL dsgd (yumpa.com/nino xazaraze-turizmis-ganvitarebis-
perspegtivebi-saqartvelosi.).

©ib3360

32960, G 30bpgdanl abbmnmagdal d9dwgg (760830
3303 0000gbl magal 3bambapghnm 360dgbgmmdsl, dog-
“od 30067 30bpgdondo 3bmigbo 296 30093 3dg0bg0698b,
0730t g8gmos, gabhogmmo 3obpgdaal dabmgs abgmbsntsw,
6md d930dbmodmo d0dbgbboddnobmds @s g9dgeme amma
38900 30bEgdnnbzeb mogal Eobowhggem. 3dobggm Gngda,
0730mgdmmda@  dndohbos gogznbognnal 3bmigbal oBde-
6930, Gmdgmagg 960l gbhmspgbon gds dab dgbohghgdgmer.
2dabomgal babgmdfhogml dbérasb 1bws gomsngsl Jdgoamn
bodnggon dmbabemgmdal 36md0ggdal sdsmmgdabzgh, bobgem-
dhogem dmmagnzs 1bps gowanbgpmb s dmbogl dabn gope-
bogmabgds 03 ggmbam, Gog bgml Bgmhymdl gebgamatrgdal
bhbog (3390b ©d bopoyg gomgamabfobgdamoa adbgds hgqbo
939960b  930bmdzgba, g3mmmzgaréa, mbgobadsgogmo o
beagnagmgbo 0b3gd(hgdn. domsgbmdal dngd bogebggdme dndrg-
70 obhn3h0Babmo g93ds bognbmgol gomebgogal s 739~
ogbo Jdgomn mmbabidngdgdal gododgosh, Goi oohdatgdl
boboggom 3bmizgbgdal d0dpabobrgmdsl s bgml dgmhymal
9399960, 7360 bhtege s 1dh303bg7mmE esehomb msga
3993bogm Gogm bogzoEsb. 399bab g3mbmdazs, bgdabdagéa
630 o J0dobmnEmgds 8730mdmaE 7bEs ssEgqb 0rddy-
bgdmmdals gBab, bbgobsnbe mammgmmo s@sdasbal ymagomn
3bmdemgdgda 396 0gbgds bombapme Esdmgnmo.
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Abstract. The world experience confirms that the state-supported / operating enterprises are often inefficiently managed,
which is a precondition for statization and privatization of state-owned enterprises. The policy of the state towards insolvent
enterprise implies to conduct bankruptcy-liquidation procedures, however, at the same time, the establishment of the state-
supported entrepreneurial entities is underway.

The most state-owned enterprises are unprofitable enterprises, which are also characterized by a very low degree of
accountability, which in turn prevents formation of an optimal business strategy.

The main purpose of this paper is to study the mechanisms for improving the management policy of the enterprises
owned by the Autonomous Republic of Adjara and municipalities and to develop proposals for its further implementation in
practice.

The theoretical significance of the paper lies in the fact that the results of its main research can be used to further improve
the legislative and normative acts in the field of management policy of the existing, as well as state-supported enterprises and
enterprises supported by the Autonomous Republic of Adjara and municipalities, and the practical significance is reflected in
the fact that the results, conclusions and proposals obtained in the process of researching the paper can be used directly in
the field of management of the existing, as well as state-supported enterprises and enterprises supported by the Autonomous
Republic of Adjara and municipalities
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INTRODUCTION

It’s worth mentioning that many notable papers have
been published on state property management issues, but
very few papers have been submitted directly on the man-
agement of enterprises owned by the Autonomous Republic
of Adjara and municipalities and on improvement of man-
agement policy.

Based on the analysis of the legislative and normative
base in the field of enterprise management and the assess-
ment of the factual situation, specific examples of deviation
from the goals of entrepreneurial activity, the facts of avoid-
ance of the registration of enterprise and non-fulfillment of
partner authorities have been identified. The Ways to im-
prove enterprise management policy are suggested.

The following scientific ways and methods were used
in the process of creating the paper, in particular: scientific
methods, qualitative and quantitative methods, as well as
comparative analysis have been used, which allowed us to
analyze in detail the information provided by the Ministry of
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Finance and Economy of the Autonomous Republic of Adjara,
Batumi, Kobuleti, Khelvachauri, Keda and Khulo municipali-
ties, including about the financial standing of the enterprises
owned by them.

1. Overview of foreign experience in managing
state-owned enterprises

The government can develop a strategy or policy that will
benefit the public through specific decisions. For example, it
can promote policies such as: encourage some state-owned
enterprises to participate in international tenders, to take ap-
propriate measures to operate a state enterprise in a compet-
itive environment and to attract private capital. These policies
may to some extent replace direct state control and state sup-
port in state-owned enterprises (LIOUKAS, et al., 1993).

Some companies established by state have a role that
falls within the competence of the Ministry of Finance or
the Ministry of Transport, for example. Instead of paying the
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profits received by the state-owned enterprise to the state
budget, state-owned enterprises finance projects such as
state debt service; creating infrastructure and running costs;
funding of health and education programs; subsidizing con-
sumer fuel and purchasing weapons. This practice is a con-
cern because it interferes with the analysis of the state bud-
get (revenue and expenditure section), however, the given
practice can be detrimental to the commercial viability of the
company (The Natural Resource Governance Institute, 2015).

The monitoring of the management of a state enterprise
and the vision for strategic leadership in different countries
are as follows:

Chile - The independence of directors is protected by
law, although the State Enterprise Oversight Agency (SEP)
may give recommendations to the State Enterprise Supervi-
sory Board. The council can independently appoint or dismiss
the executive management of a state-owned enterprise.

Estonia — The directors of state-owned enterprises face
the same responsibilities as private-owned enterprises. The
members of the Supervisory Board of a state-owned enter-
prise are independent in implementing changes in the man-
agement of the enterprise. In some cases, the decision is
made by the members of the Supervisory Board after consul-
tation with the relevant ministry.

Israel - The Supervisory Board of a state-owned en-
terprise has the right to appoint the General Director of the
company with the consent (approval) of the Ministry, who can
be dismissed at its own discretion. The responsibilities of the
Supervisory Board for corporate governance are based on the
Enterprise Management Law and the State Enterprise Law.

Slovakia - In most state-owned enterprises, the Super-
visory Board has the power to hire, control and change the
management of a state-owned enterprise. The exception is
public state-owned enterprises, the management of which
can be changed only by the decision of the President of the
Republic (Organisation For ..., 2011).

A number of countries have revised the law on state-
owned enterprises, as well as adopted new laws and regula-
tions to ensure the legitimacy of a shareholder of the state-
owned enterprise.

Finland amended the Law enacted in 1991 in 2007 and
adopted a new law on state capital management, which
marked off the state regulatory function from the state prop-
erty function, specified the decision-making powers and le-
gal standards for corporate governance and state property
management. In addition to the above, a state property pol-
icy document was issued in the same year, which is the most
important document (rule) for the implementation of the ac-
tivities of state-owned enterprises.

The Law on State Property, issued in Hungary in 2007,
defines the rights of the state as the owner who can manage
and dispose of (use) the property (The World Bank, 2014).

As for the privatization process in some countries, e.g. In
Lithuania, a privatization commission is set up. The Privatiza-
tion Commission is a state institution responsible for super-
vision on privatization in Lithuania. It consists of 7 members,
5 members of which (including the chairman) are appointed
and dismissed by the government, and the other 2 members
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are appointed and dismissed by the Lithuanian Parliament.
The Privatization Commission is part of the Government of
Lithuania, which has the following rights:
e Approve or reject the proposed privatization pro-
grams, agreements and list of strategic objects.
e Suspend privatization programs and / or declare
them completed;
e Approve or deny the sale of state-owned or munic-
ipal-owned shares (OECD, 2015).

2. Retrospective analysis of the legislative
framework on state property management

The public sector of the economy refers to the system of
firms, institutions and organizations based on the state own-
ership base for the realization of economic, political, social or
other functions by the state.

After the signing of the Act on Restoration of State In-
dependence of Georgia (April 9, 1991), one of the first laws
was the Law of the Republic of Georgia “On Fundamentals of
Entrepreneurial Activity” of July 25, 1991 (Supreme Court Of
Georgia, 2020), which is the predecessor of the Law of Geor-
gia on Entrepreneurs of October 28, 1994.

According to the Law of the Republic of Georgia On Fun-
damentals of Entrepreneurial Activity, it was possible to es-
tablish 10 different types of entrepreneurial entities in Geor-
gia, the volume of responsibilities of which was quite vague.
According to the Law of Georgia on Entrepreneurs, the legal
forms have been reduced to 6 entities and the definition of
each legal entity and the rights and obligations of the part-
ners have become clear (Parliament of the Republic of Geor-
gia, 1994).

At present, the management and disposal of state prop-
erty, including the state-supported enterprises, is carried out
in accordance with the Law of Georgia on State Property ad-
opted in 2010 (The parliament of Georgia, 2010).

From restoration of independence of Georgia until the
adoption of this law (before 2010), 35 units of legislative-nor-
mative acts, regulating the management and disposal of state
property, were repealed. As a rule, the requirements of the
mentioned legislative acts were partially or not fulfilled at all.

The current Law of Georgia on State Property has been
amended 44 times, which also indicates a non-homogenous
approach towards this issue and the imperfection of the uni-
fied state policy. A retrospective analysis of the changes in the
legislative framework showed that a large part was not focused
on refining the state property management policy and the
changes were mainly caused by the redistribution of powers
between different government agencies at different periods.

3. Overview of the current state of management of the
enterprises existing / operating (including transferred with
right to manage) under the support of the municipalities of

Autonomous Republic of Adjara

According to the data requested from state agencies, as
of 01.01.2020, the Autonomous Republic of Adjara and its
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municipalities own shares of 55 companies, of which only 27
entities (49%) are engaged in entrepreneurial activities pro-
vided by the charter. 2 entities out of the total number of
enterprises are transferred to a third party with right of man-
agement; 10 entities are in liquidation / bankruptcy process
and 16 entities are non-functional enterprises, which incur
various expenses (including salaries) every year. (Ministry of
Finance and Economy of the Autonomous Republic of Adjara,
2020); (Batumi Municipality City Hall Administration, 2020);
(Keda Municipality City Hall, 2020); (Kobuleti Municipality
City Hall, 2020); (Shuakhevi Municipality City Hall, 2020);
(Khelvachauri Municipality City Hall, 2020); (Khulo Munici-
pality City Hall, 2020).

According to the information provided by the mu-
nicipalities of the Autonomous Republic of Adjara (official
correspondence), it turns out that Batumi, Kobuleti, Khel-
vachauri, Keda and Khulo Municapalities missed the fact that
they own a share in the enterprise of strategic importance for
the Autonomous Republic of Adjara (it means that they ow a
share in Joint Stock Company “Ajara Water Alliance”), which
should carry out the construction and rehabilitation of wa-
ter supply and sewerage system in the municipalities of the
Autonomous Republic of Adjara (JSC “Ajara Water Alliance”
(AWA), 2017).

In addition to the above, the Ministry of Finance and
Economy of the Autonomous Republic of Adjara did not reg-
istered its 80% share in MINERAL Ltd until 2020, which was
transferred to its ownership in 2010. As of today, the 100%
share in "Kobuleti Tourist Center" Ltd, established in 2003, is
not yet registered (National Agency of Public Registry, 2021).

The analysis of the issue revealed that state agencies do
not register and manage the property owned by them (in this
case, the shares in the company), which poses a high risk of
destruction of state property.

4. Analysis of the financial standing of the enterprises
under support of the Autonomous Republic of Adjara

The studies revealed that 7 of the enterprises under
support of the Autonomous Republic of Adjara, recognized
as "passively operating" enterprises, have a large amount of
authorized capital in the amount of 7639 556 GEL (1 USD = 3,
32 GEL). Since the formation of the authorized capital of the
companies is based on cash and / or property contributions,
we can conclude that the Autonomous Republic of Adjara
has a contribution of 7,639,556 GEL to the companies as for
today, which covers the period from its establishment until
01.01.2019 and does not provide any benefits to the state
(State Audit Office, 2020).

The activities of Adjara Asset Management Company Ltd
should be mentioned separately, the authorized capital of
which as of 01.01.2019 consisted of 3 495 906 GEL. According
to the charter, the main function of the company was defined
as “searching, inventarization and disposal of the receivable
and creditor claims in accordance with the current legisla-
tion. Due to the appropriate expediency, to be appointed as
a director and to exercise leadership powers in the existing
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shareholding companies under the support of the Autono-
mous Republic of Adjara”. As of today, Adjara Asset Manage-
ment Company Ltd has been appointed as a director of 13
companies and spends the necessary financial resources to
perform this function. The given need would not have arisen
in the conditions when in the past years, instead of disposing
of the assets (mainly real estate) necessary for the activities
of the companies, the shares of these companies would have
been disposed of (privatized).

The result of inconsistent policies towards enterprises
is the ownership of shares in enterprises in which the state
agency does not have a decisive vote, at the same time, over
the years it has not yielded any results other than losses to
the founding partner, for example: JSC "Batumi Bus Station"
(the share of the Autonomous Republic of Adjara consists of
30.91%), finished 2016 with a loss of 31,714 GEL; 2017 with a
profit of 1,618 GEL and the financial statements of 2018-2019
have not submitted to the founding partner at all. Moreover,
the given company has not transferred any amount to the
budget of the Autonomous Republic in the form of dividends
for years.

No less worse financial situation is in JSC "Gomarduli"
(the share of the Autonomous Republic of Adjara consists of
10%). The company finished 2016 with 229 179 GEL and 2017
with a loss of 311,305 GEL. Like JSC "Batumi Bus Station", the
management of JSC "Gomarduli" has not submitted the fi-
nancial statements for 2018-2019 to the Ministry of Finance
and Economy. Although the company owns 120,000 sg. m.
of non-agricultural land in Gomarduli resort (which was giv-
en to the company by the Autonomous Republic of Adjara in
exchange for 10% of shares in JSC Gomarduli), which is not
actually used for the purpose for which it was transferred to
the company.

Due to the given circumstances, it becomes necessary
to consider which profitable enterprises have transferred
funds in the form of dividends to the republican budget of
the Autonomous Republic of Adjara.

As of 01.01.2020, from 38 companies operating under
the support of the Autonomous Republic of Adjara, the num-
ber of companies transferring dividends during 2019 is 3,
which is only 7.9% of the total number.

The analysis of the financial standing of the companies
existing / operating the support of the the Autonomous Re-
public of Adjara shows that as of 01.01.2019, the volume
of authorized capital of significant enterprises consisted of
178,998,732 GEL, and during 2018, the profit received from
enterprises amounted to - 2,849,442 GEL, which is a meager
1.6% in relation to the volume of authorized capital. In Geor-
gian legislation, the term “authorized capital” may be used
with following meanings: the total amount of capital (total
amount of contributions) while establishment of the compa-
ny, the own capital of the company, the amount obtained by
multiplication of the nominal value of shares on the num-
ber of shares and the total number of votes of the enterprise
partners.

To demonstrate this, let us consider the ratio of the au-
thorized capital of significant (incomplete) enterprises op-
erating under the support of the Autonomous Republic of
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Adjara in relation to the amounts credited to the budget as
dividends over the years (see Table 1):

The ratio of the amount of authorized capital to the
dividend paid to the budget of the Autonomous
Republic and comparison with the refinancing
rate of the National Bank.

From the above data, it is clear that the government of
the Autonomous Republic, if it had invested the funds invested
in the authorized capital of enterprises in commercial banks,
would have received much more benefits than it has received
in the form of dividends. As we know, the refinancing rate set
by the National Bank is a benchmark for commercial banks in
determining the interest rate on banking products.

5. Analysis of the financial standing of the enterprises
under support of the municipalities of
the Autonomous Republic of Adjara

From the presented information it is clear that the
self-governing city of Batumi Municipality, Khelvachauri Mu-
nicipality, as well as Kobuleti Municipality partially (in 2 cases
out of 5 legal entities) do not have information on the finan-
cial ratio (profit / loss) of the enterprises operating under
their support at the end of the financial year.

In the case of Batumi Municipality, none of the 11 en-
terprises in 2017 have transferred dividends to the municipal
budget, while in 2017, 24 869 461 GEL was transferred from
the municipal budget to increase the subsidy and authorized
capital. In 2018-2019, only 2 enterprises (“Sandasuptaveba”
Ltd and “Black Sea Flora and Fauna Research Center” Ltd)
transferred dividends in the amount of 900,000 GEL and
838,000 GEL, respectively, in the conditions when 30 864 645
GEL and 27 191 659 GEL were transferred from the municipal
budget for the management of enterprises in the same years.
The profitability of 2 enterprises is also conditional, due to
the fact that 500 000 GEL was transferred to the budget in the
form of a dividend in 2018 by the company “Sandasuptave-
ba” Ltd, although in the same year, funding in amount of 8
041 603 GEL was received from the municipal budget. The
given situation has not changed positively in 2019 either, in
particular, the amount paid in the form of dividends amount-

Table 1

ed to - 408 893 GEL, and the funding received - 9 502 302
GEL. Based on the data obtained, we can conclude that the
Municipality of Batumi actually owns only one entrepreneur-
ial entity - “Black Sea Flora and Fauna Research Center” Ltd,
which operates in full compliance with the Law of Georgia on
Entrepreneurs; as a profitable enterprise, it pays dividends
to the founder / partner and does not receive any financial
funds from him (400 000 and 429 107 GEL were paid to the
budget as dividends in 2018-2019 respectively) (Batumi Mu-
nicipality City Hall Administration, 2020).

The situation is similar in Khelvachauri municipality,
namely: no information is available on the financial stand-
ing of 2017, 2018, 2019 of the enterprise “Khelvachauri Ts-
kalkanali” Ltd, 100% of shares of which is supported by the
municipality, the amount transferred to the municipal bud-
get in the form of dividends in the given years amounted to
0 GEL, while the amounts received from the budget in the
same years amounted to 1 682 997 GEL.

In case of Kobuleti Municipality, only one company
(“Kobuletis Tskali” LLC) out of five entrepreneurial entities
has paid a dividend to the municipal budget in amount of 1
612 923 GEL in 2017, 2018, 2019, which was again returned
from the municipal budget in the same amount to the enter-
prise. In addition to the above, Kobuleti Municipality owns
100% of the share of "Football Club - Shukura" Ltd., which in
2018-2019 ended the financial years with quite solid profits -
3 282 143 GEL and 3 101 228 GEL. During the same periods,
no funds in the form of dividends were transferred to the
municipal budget by the given community, which indicates
improper management by the municipality. However, Kob-
uleti Municipality, like other named municipalities, does not
have information on the financial performance (profit / loss)
of two out of five enterprises (Kobuleti Municipality City Hall,
2020).

We can ask a logical question, why are entrepreneurial
entities created (founded) by the state (including the Auton-
omous Republic and municipalities) to perform the social
function of the state, when it is logical to establish a legal
entity of public law to perform this function?

To answer this question, let’s consider the current legis-
lation. Pursuant to Article 12 of the Law of Georgia on Legal
Entities of Public Law, a Legal Entity of Public Law established
on the basis of state (autonomous republic) property may,
with the consent of the state control body, perform the fol-
lowing actions:

Volume of authorized capital of
important (incomplete)
enterprises (GEL)

the Autonomous
Republic (GEL)

Dividend paid to the budget of

Amount of dividend
paid in respect of
authorized capital -%

Monetary policy rate set by the
National Bank of Georgia
(refinancing rate) -%

01.01.2017 75958902 2017 3222970 4,24 % 25.01.2017 6,75 %
01.01.2018 111312785 2018 2473157 2,22 % 31.01.2018 7,25 %
01.01.2019 178998732 2019 2547415 1,42 % 30.01.2019 6,75 %

Source: Table is compiled by the author.

146

3QMBIWNDBOBOS @O 303630 Nel3, 2022




MICROECONOMICS, REGIONAL ECONOMY, INNOVATIVE TECHNOLOGIES AND ENTREPRENEURSHIP DEVELOPMENT

e Determination of the budget (except for education-
al institutions), staff list and state fund (except for
higher education institutions);

e Determination of the funds to be allocated for
material incentives for employees, as well as the
limits of fuel and communication expenses to be
purchased by a Legal Entity of Public Law (except
for educational and scientific research institutions)
(The parliament of Georgia, 1999).

As for the Law of Georgia on Entrepreneurs, a person
(director) authorized to manage / represent the company has
the right to approve the staff schedule and incur any expens-
es (no limit set) related to entrepreneurial activities without
the agreement of the founder-partner. However, the law
does not set a maximum limit on the remuneration of a per-
son authorized to represent the company, which is appointed
by the directors by the individual decision of the founding
partner (Parliament of the Republic of Georgia, 1994).

The decision on the appointment / dismissal of a per-
son authorized to manage / represent a legal entity of private
law of a municipality / municipalities in accordance with the
charter (statute) of the relevant legal entity as a founder /
partner / shareholder / member of a legal entity of private
law is made by the executive body.

CONCLUSIONS, PROPOSALS,
RECOMMENDATIONS

Within the conditions, when the main condition for the
establishment of an entrepreneurial entity is to make a prof-
it, which is ultimately a precondition for the transfer of funds
in the form of dividends to the budget, the financial indica-
tors of municipal enterprises look deplorable. Based on the
given indicators, we can conclude that entrepreneurial enti-
ties are established by municipalities in order to fulfil their
social function and do not serve to get profit at all.

2) The analysis of the data shows that instead of estab-
lishing legal entities of public law, the entrepreneurial enti-
ties are established, in which the amounts of staff and salary

rates are opaque to a scale that is severely distant from the
socio-economic situation of Georgia. The reason for this may
be the legal minimization of control over spending of public
funds.

3) Prior to the establishment of an enterprise owned
by the state, the Autonomous Republic of Adjara and the
municipality, the potential founding partner must carry out
the following steps in the field and meet the criteria order
to establish an entrepreneurial entity in accordance with the
objectives of the current legislation.

These stages and criteria include:

e |dentification of the problem in the field;

e |dentification of the goals to be achieved in the case
of establishing an entrepreneurial entity, indicating
the resources (including: human, material and fi-
nancial) and deadlines needed to achieve the goals;

e  Market research and analysis of a given segment;

e Study the probability of attracting private invest-
ment in a given field;

e Selection-substantiation of the legal form (Ltd., JSC,
LEPL), taking into account the profitability param-
eter;

e Registration of an entrepreneurial entity, as well as
regulation of registration of shares of state-owned,
autonomous and municipal-owned enterprises on
a single electronic platform (which will be connect-
ed to the electronic database of the "Entrepreneur-
ial Registry") to exclude cases of non-registration of
shares of enterprises;

e Approval and monitoring of short-term and medi-
um-term business plans.

Prior to the implementation of the necessary measures
for the registration of an entrepreneurial entity by the state
agency, the compliance of the planned project with the crite-
ria defined by the Law of Georgia on Public-Private Partner-
ship shall be determined; if the criteria are met, an appro-
priate competition must be announced at least once. In the
absence of a competitor, it is possible to start the registration
procedures of an entrepreneurial entity for the implementa-
tion of a given project.

REFERENCES:

Anon., bez datuma (TieSsaiste).

Batumi Municipality City Hall Administration. (2020). Report: 25/3627, Batumi: Batumi Municipality City Hall Administration.
Batumi Municipality City Hall Administration. (2020). Report: 25/9136, Batumi: Batumi Municipality City Hall Administration.
JSC “Ajara Water Alliance” (AWA), (2017). Minutes of the shareholders / partners meeting 2017/a-1, Batumi: National Agency

of Public Registry.

Keda Municipality City Hall. (2020). Report: 03/826, Keda: Keda Municipality City Hall.

Khelvachauri Municipality City Hall. (2020). Report: 05/757, Khelvachauri: Khelvachauri Municipality City Hall.

Khulo Municipality City Hall. (2020). Report: 09/981, Khulo: Khulo Municipality City Hall.

Kobuleti Municipality City Hall, (2020). Report: 01-34/2285, Kobuleti: Kobuleti Municipality City Hall.

Kobuleti Municipality City Hall. (2020). Report: 01-19/1046, Kobuleti: Kobuleti Municipality City Hall.

Lioukas, S., Bourantas, D., & Papadakis, V. (1993). Managerial Autonomy Of State-Owned Enterprises: Determining Factors.

Organization Science, November, 4(4), 662.

GLOBALIZATION AND BUSINESS Ne13, 2022

147




PAATA BERIDZE

Ministry of Finance and Economy of the Autonomous Republic of Adjara. (2020). Report: 01-01-10/879, Batumi: Ministry of
Finance and Economy of the Autonomous Republic of Adjara.

National Agency of Public Registry. (2021). National Agency of Public Registry. (TieSsaiste)

Available at: https://napr.gov.ge/

OECD, 2015. OECD Review of the Corporate Governance of State-Owned Enterprises Lithuania, bez viet.: OECD.

Organisation for Economic Co-Operation and Development, 2011. www.oecd.org. (TieSsaiste)

Available at: https://www.oecd.org/daf/ca/corporategovernanceofstate-ownedenterprises/48455108.pdf

Parliament of the Republic of Georgia, 1994. Law of Georgia on Entrepreneurs. (TieSsaiste)

Available at: https://www.matsne.gov.ge/ka/document/view/28408?publication=69

Shuakhevi Municipality City Hall. (2020). Report: 07/530, Shuakhevi: Shuakhevi Municipality City Hall.

State Audit Office. (2020). Report: 4/36, Batumi: State Audit Office.

Supreme Court of Georgia. (2020). Report, 233-20, Thilisi: Supreme Court of Georgia.

The Natural Resource Governance Institute. (2015). www.resourcegovernance.org. (TieSsaiste)

Available at: https://resourcegovernance.org/sites/default/files/nrgi_State-Participation-and-SOEs.pdf

The parliament of Georgia. (1999). Law of Georgia on Legal Entities under Public Law. (Tie$saiste) https://www.matsne.gov.ge/
document/view/19204?publication=29

The parliament of Georgia. (2010). Law of Georgia on State Property. (TieSsaiste)

Available at: https://www.matsne.gov.ge/document/view/112588?publication=44

The World Bank. (2014). www.worldbank.org. (Tiessaiste) http://documentsl.worldbank.org/curated/
en/228331468169750340/pdf/Corporate-governance-of-state-owned-enterprises-a-toolkit.pdf

148 3QMBIWNDBOBOS @O 303630 Nel3, 2022




3WM3dWNBOBNS VO 60B6IL0 Ne13, 2022 GLOBALIZATION AND BUSINESS Ne13, 2022

JEL Classification: B26, D24, D53, K24. https://doi.org/10.35945/gb.2022.13.023

SMALL INNOVATIVE BUSINESS DEVELOPMENT
PROBLEMS IN GEORGIA

LELA GULEDANI

PhD student

Ivane Javakhishvili Thilisi State University, Georgia
lela.guledani@yahoo.com

Abstract. The sustainable development of small innovative entrepreneurship is quite a difficult task and requires systematic
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these areas. Based on these trends, a whole set of measures should be developed and implemented, which should be aimed
at the mass acquisition of innovations. It should be noted that only with the fruitful interaction of science, entrepreneurship,
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INTRODUCTION

Since the 90s, many reforms have been carried out in
the field of economy in our country, but it still faces a num-
ber of challenges. The goals stated in the strategic and pro-
gramming documents related to the significant reduction of
poverty and unemployment are still unattainable. Georgia is
still one of the most unequal countries in terms of inequality
between Europe and Central Asia.

The strategy of economic development, in the absence
of competition, has facilitated the benefits of free trade to be
limited to specific groups in society. Consequently, economic
wealth could not be created, so the transfer of public invest-
ment in human capital and technology was not enough, and
free markets could not eliminate this shortage.

The main message of the country's economic policy is to
encourage inclusive growth, thus increasing productive employ-
ment. In order to achieve high economic growth and reduce in-
equality, productive assets must be increased, which must be
achieved by investing in human capital. But the State Policy is
aimed at improving the conditions of the poor by redistributing
policies rather than involving them in economic activity.

Main body

Achieving innovative development dynamism is vital for
the development of our country's economy. Activation of in-
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novative processes requires constant development, improve-
ment of the legal framework, development of methods for
its implementation, spending solid funds on innovative ideas
and projects, raising the level of intellectualization of the ba-
sic factors of production. (GGP, 2021-2024)

Creating a favorable business environment for entrepre-
neurship and attracting investments and stimulating an inno-
vation-based economy is one of the activities of the Parlia-
ment of Georgia. In order to develop better regulations, the
Parliament of Georgia decided to institutionalize the Regula-
tory Impact Assessment (RIA) system. (MP. Info Card, 2016).

The key is that policies and laws under the RIA must be
designed to perform their tasks at minimal cost. "Better reg-
ulation" ensures that political decisions, which are made in
an open, transparent manner. Present Drafting regulations,
the consultation process is weak and ineffective, and man-
datory requirement to consult with stakeholders and experts
doesn’t exist. (EC, Impact Assessment Guidelines, 2009)

The business sector often, in the case of important acts,
receives information when the acts are already registered
in the parliament and therefore there is less opportunity to
respond to it due to time and legal restrictions. A number
of negative initiatives have been named by business associ-
ations and experts, which were initiated in a short period of
time as a result of such an inefficient consultation process
and insufficient analysis of the impact of regulation.

In response to problems with the quality of regulations
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and the challenges posed by the growing number of new reg-
ulations, the Georgian government has acknowledged that
the policy-making process must be fully participatory and
evidence-based, as evidenced by the 2015-2017 Policy Plan-
ning Reform Strategy. The Strategy Action Plan envisages the
mandatory introduction of the RIA from 2017 to minimize the
negative impact of regulations on citizens, businesses, trade
and investment. (GP, SCEEP, Aticle 9, 10, 2021).

According to international best practice, the RIA meth-
odology for developing countries should be light / simple,
flexible and relevant to existing resources. And the RIA should
target only those regulations that can have the most signifi-
cant potential impact on business. (BDO, Program 'Produce in
Georgia', Assessment, 2018)

The Government of Georgia has developed an updated
strategy for the development of small and medium enterpris-
es in 2021-2025, which aims to identify the specific interests
of the country in the field of small and medium enterprises,
adapt them to relevant policies through successful interna-
tional practice and respond to the challenges of small and
medium enterprises. (MESD, Draft Small Medium Entrepre-
neurship Development Strategy 2021-2025).

Government Program 2021-2024 "European State Build-
ing" continues to support investment projects of innovative
and high-tech startups, with the involvement of regional
technoparks and universities, programs to support new inno-
vative ideas. (OECD. Introductory Handbook for Undertaking
RIA, 2008)

Let’s Review Government Programs Implemented to
Promote Entrepreneurship and Improve the Entrepreneur-
ial Environment. LEPL "Produce in Georgia" has been imple-
menting projects since 2014, which combines several compo-
nents. (Produce in Georgia, Annual Report 2015) these are:

e Access to finance;
e Provision of real estate;
e  Consulting services.

As a result of the research we can identify the most
problematic issues of the program.

Increase the level of proper awareness of entrepreneurs:

1. Develop atargeted communication strategy that will
be tailored to the demands and needs of entrepreneurs. Will
be tailored to the target audience, to strengthen and scale
the technical assistance and consulting services component.
It is desirable to create platforms where entrepreneurs can
share their experiences with each other;

2. Audit and optimize the financial support compo-
nent.

Increase the 2-year co-financing period, which will make
the program more flexible and long-lasting. Lowering the loan
repayment threshold (currently $ 75,000) will provide an op-
portunity to finance a variety of projects. Additional funding
will help cover unforeseen expenses for entrepreneurs and
eliminate working capital shortages;

3. Tax policy review.

Reducing/eliminating VAT on equipment (fixed assets)
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and importing raw materials will significantly improve busi-
ness processes and improve the business environment. As well
as reduction/cancellation of income tax on reinvested funds.
The entrepreneur has to reflect the property and loan income,
which is tax deductible after the release of the product;

4. More involvement of the agency in loan approval.

Increasing the role of the program will lead to the financ-
ing of interesting, promising projects that fail to fully comply
with banking procedures and fail to receive funding;

5. Introduce the principle of one window.

It would be good if the agency "Produce in Georgia" on
the principle of "one window" will provide assistance to the
private sector, both in terms of planning and implementation
of programs, as well as informing the state about various op-
portunities and obtaining professional advice;

6. Creating a unified electronic database of active en-
trepreneurs.

Unified electronic renewable database of interested
and active entrepreneurs, accounting / analysis of those who
have been denied funding by the bank, will help to identify
such gaps as: sector, reason for refusal, amount requested,
etc. Analysis will be very helpful for interested entrepreneurs
for effective application planning;

7. Formation of monitoring and evaluation system.

A step forward is the fact that in the 2016 budget, (PG,
Action Plan of the Committee on Sectoral Economics and
Economic Policy, 2022) indicators are written in appropriate
quantitative indicators, (MF, Data, 2022) which will give us
adequate opportunities for program evaluation and civic en-
gagement. (GYLA, Evaluation Report, 2021).

Since 2015, the Agency has been implementing a micro
and small entrepreneurship promotion program in the regions
of Georgia (Produce In Georgia. SME, 2020) - through financial
assistance or consulting services, the state has provided funds
from 5,000 to 15,000 GEL to start-up and expand entrepre-
neurship-winning entrepreneurs. (EDA Annual Report, 2016).

Changes in the micro and small grants program have
been implemented since 2020, increasing the maximum
amount of grant funds from 20,000 GEL to 30,000 GEL. The
share of co-payments for new beneficiaries of the program
has been reduced from 20% to 10%, and for existing bene-
ficiaries from 50% to 25%. The program will fund more than
300 activities for this phase. (Produce in Georgia, Annual Re-
port 2020).

In 2015-2018, 6,212 projects were funded under the
program. The total amount disbursed by the Agency under
the Micro and Small Grants Program amounted to 46.9 mil-
lion GEL, while the investment exceeded 61 million GEL. More
than 15,000 jobs were created.

The program covers any business activity, except for
the production of primary agricultural products and related
services. Priority is given to projects focused on accommo-
dation and tourism services, starting a new business, starting
/ expanding a business by a female entrepreneur, in a rural /
highland village, by IDPs.

The tools help entrepreneurs during the incubation pe-
riod, for the first two years. After that, in terms of financial
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co-financing, the agency terminates its relationship with the
companies and provides consulting services after which the
company itself continues to pay. If the entrepreneur is not
solvent during these two years, the state will immediately
stop co-financing the interest (Bochorishvili, 2014).

The agency conflicts with the content of the program re-
garding the financing new enterprises. Start-ups who do not
have a loan business or related assets are not eligible for the
program. Obstacles for an entrepreneur to start a new pro-
duction are: 1. the interest rate, which is quite high for him,
and 2. the collateral, which the entrepreneur cannot fully se-
cure. The program is not for those who have only an idea.

Innovation Development Processes are coordinated by
the Georgian Innovation and Technology Agency, which was
established in 2014. (Order of the Ministry of Economy and
Sustainable Development of Georgia, 2014).

The Agency also ensures the activities of the Research
and Innovation Council, (Government Resolution, 2015, 3)
which unfortunately has not yet started to work, therefore
the state strategy in the field of innovation, the priorities of
the strategy and the persons responsible for its implementa-
tion have not been created.

On June 22, 2016, the Government of Georgia also ad-
opted the Law on Innovation, which aims to create and im-
prove the national innovation ecosystem necessary for the
socio-economic development of Georgia, build an economy
based on knowledge and innovation in the country, promote
the absorption of technologies created in other countries
(Georgian Law on Innovation, 2016).

Relevant structures have been established in the regions to
support innovative activities: investment-venture funds, tech-
noparks, business incubators, business accelerators, technology
transfer centers, innovation laboratories (FabLab, ILab, etc.).

As a result of the Agency's programs in 2014-2020, 941
residents, 785 businesses in e-commerce, 130 students in the
innovation camp were trained. The total number of benefi-
ciaries in 2014-2020 is 56,000, across the regions - 4,556. 135
startups - 100,000 GEL with a grant, 21 startups - 650,000 GEL
with a grant, 423 startups - 15,000 GEL with a grant. A total
of 579 startups, in which a total of 40 million GEL was spent.

If we look at the ranking of the most innovative coun-
tries in the world, which is mainly compiled by the World In-
tellectual Property Organization (WIPQ) and the news agency
Bloomberg, we are not so lucky.

Georgia is in the 63rd place with 32.40 points in this rat-
ing. Georgia lags behind the countries of the former Soviet
Union: Estonia (25th), Latvia (33rd), Russia (45th), Ukraine
(50th), Moldova (54th) and Armenia (59th).

Table Ne 1. Georgia Ratings 2019 - 2021

According to the rating published by Bloomberg, Geor-
gia could not be included in the list of 40 countries. Georgia
lags far behind the other countries in the process of develop-
ing and implementing innovations. (South Korea, 2022)

The World Intellectual Property Organization uses more
than 80 criteria to compile the Innovation Index. The Innova-
tion Index is grouped by innovation input costs and innova-
tion output.

According to the table, Georgia has a better position
in innovating than in publishing. It is also clear that in 2021
Georgia has spent more on innovation than in 2019, while the
output of innovations is lower than in previous years.

Georgia has a positive attitude towards expected innova-
tions along with the development of the country's economy.
The relationship between income level (GDP per capita) and
innovation is positive. A positive trend line indicates expect-
ed innovations in terms of revenue levels. Georgia's perfor-
mance is in line with expectations of its level of development.
The relationship between the input and output of innovation
is negative. Georgia produces less innovative products com-
pared to the level of innovative investments.

Georgia is relatively strong in terms of market sophistica-
tion and the weakest in terms of infrastructure.

7 columns of the Global Innovation Index, Georgia ratings:

Innovation input sub-indexes:

1. Institutions (political, legal and business environment)
—35;

2. Human resources and research (education, higher
education, research and development R&D) — 60;

3. Infrastructure (information and communication
technologies) — 85;

4. Market sophistication (credit, investment, trade,
diversification and market scale) — 34;

5. Business sophistication - 61 (knowledgeable workers,
innovative connections, knowledge absorption);

Innovation Release Sub-Indices:

6. Release of knowledge and technology (knowledge
creation, knowledge influence, knowledge diffusion) — 75;

7. Production of creative product (intangible assets,
creative goods and services, online creativity) — 74.

For the past decade, the Gll - Global Innovation Indexs
- has been a leading tool for measuring innovation. Recog-
nizing that innovation is a major driver of economic develop-
ment, Gll aims to provide an in-depth analysis of innovation
in up to 130 economies.

The creation of venture funds, techno parks and busi-

Gll Innovation input Innovation output
2021 63 74
2020 63 71
2019 48 60

Source: https://www.globalinnovationindex.org/Home
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Table Ne 2. Strengths and weaknesses of Georgian innovations

Strong sides Weak sides
code Indicator Score code Indicator Score
1.23 Extra cost 16 214 PISA (International Student Assessment Program. Low 70
Assessment in Reading, Mathematics, and Science)
13.1 | Startabusiness easily 233 | Global corporate R&D investors 41
215 Student-teacher ratio, average 234 QS University Rating 74
411 Ease of taking credit 14 322 Logistic performance 111
421 Easy protection for a minor investor 7 333 Environmental Certificate 102
43.1 Average weighted interest rate 5 514 GERD funded by businesses 89
5.1.5 Employed women% 23 6.2.5 High-tech production 90
534 Foreign direct investment 9 63.1 Sale of intellectual property 97
6.2.1 Increase in labor productivity 24 714 Creating ICT and organizational model 101
6.2.2 New business 11 7.25 Export of creative goods trade% 104

Source: WIPO statistics, https://www.wipo.int/global_innovation_index/en/

ness incubators does not automatically ensure the implemen-
tation of innovative policies in the process of economic de-
velopment (Gudushauri, 2020). We are facing inappropriate
spending of funds in this direction, therefore, moving Georgia
on an innovative path of development requires a lot of effort.

It should be noted that innovations are still taking place
in the country, but their realization does not take place inside
most of the enterprises and are private initiatives of individu-
al representatives of the business. This is due to the fact that
in many enterprises the organization's staff is not ready to im-
plement large-scale innovations, moreover, it is less interest-
ed in using its knowledge and skills to introduce innovation
in the organization. The reasons for this can be many things:
underdeveloped infrastructure, insufficient interest and mo-
tivation of the employee, lack of support for innovative think-
ing of the employee, lack of ordering innovations in the en-
terprise, lack of intellectual property, periodic cash flow, lack
of cash flow, and lack of funding.

CONCLUSION

The sustainable development of small innovative entre-
preneurship is quite a difficult task and requires systematic
work, which must involve both the state, academic and indus-
trial circles. It is necessary to create connecting rings between
these areas. Based on these trends, a whole set of measures
should be developed and implemented, which should be
aimed at mass acquisition of innovations. It should be noted
that only with the fruitful interaction of science, entrepre-
neurship, society, state and municipal bodies will be possible
to ensure the rapid pace of economic development of the
country and the establishment of an innovative economy.

Unfortunately, the state does not have the potential for
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small innovative businesses and its role in the development
of the country's economy and the creation of innovations.
The unserious and superficial attitude towards this issue is
well seen in the legislative space, in particular in the legal acts
and in the state documents where small entrepreneurship is
mentioned. | am not talking about the term "small innovative
entrepreneurship", which you will not find in any document.
To date, a single concept of a small enterprise adapted to the
real business environment of Georgia has not been estab-
lished. For example, in the Law on Entrepreneurs there is only
the concept of entrepreneur. Law of Georgia on Innovation
In the definition of terms, you will meet a start-up business,
which is defined as an entrepreneurial entity defined by the
Law of Georgia on Entrepreneurs, which has not been reg-
istered for more than 2 years in accordance with the rules
established by the legislation of Georgia. A special tax regime
has been introduced in the Tax Code - for micro, small and
individual enterprises, in the data of the National Statistics
of Georgia you will find various commandments. The meth-
odology for calculating the size of a small enterprise has also
changed very often in recent years.

It is desirable to establish a single state body, which will
be responsible to the government for the development and
implementation of innovative economic policies and the im-
portance of the role of small innovative businesses and proj-
ects in this regard. It can be said that the measures taken by
the Government of Georgia are not enough to support small
innovative businesses and move the Georgian economy on an
innovative path, there is still much to be done in this regard.

At the moment, it is difficult to positively assess the de-
velopment of small innovative businesses in Georgia despite
the fact that we have adopted the Law of Georgia on Innova-
tion. Until now, there has been no proper regulation of inno-
vation processes in small businesses.

3QMBIWNDBOBOS @O 303630 Nel3, 2022




MICROECONOMICS, REGIONAL ECONOMY, INNOVATIVE TECHNOLOGIES AND ENTREPRENEURSHIP DEVELOPMENT

REFERENCES:

BDO (2018). Program - Produce in Georgia - Industrial part, technical Support and finances Access to components of results
Rate.

Bochorishvili, K. (2014). Deputy Minister of Economy and Sustainable Development, June 14, 2014 interview

Draft Small Medium Entrepreneurship Development Strategy 2021-2025. Ministry of Economy and Sustainable Development.

Entrepreneurship Development Agency, Annual Report 2016.

European Commission. Impact Assessment Guidelines 15, January 2009.

Georgian Government Program 2021-2024 for the construction of a European State.

Georgian Young Lawyers Association, Evaluation Report of the Industrial Incentive Component of the State Program - Produce
in Georgia. 2021.

Ghudushauri, T. (2020). Innovative Economics: Development Problems and Prospects. Caucasus International University.

Government of Georgia. On the establishment of the Research and Innovation Council and the approval of its statute. Govern-
ment Resolution 32.3, February 2015. https://www.matsne.gov.ge/ka/document/-

Law of Georgia on Innovations. Legislative Herald of Georgia. (2016). 22.06.2016. https: //matsne.- gov.ge/ka/document/
view/3322328

Ministry of Economy and Sustainable Development of Georgia. Approval of the Statute of LEPL-Georgia Innovation and Tech-
nology Agency. Order of the Ministry of Economy and Sustainable Development of Georgia. (2014). 1-1 / 66. March 5,
2014. https: // - matsne.gov.ge/ka/document/view/2269957

Ministry of Finance website, statistical data. (2022).

MP. Info Card Regulatory Impact Assessment (RIA) System in Georgia and Stakeholder Positions. (2016). June 10, 2016.

OECD. Introductory Handbook for Undertaking Regulatory Impact Analysis (RIA). (2008). Version 1.0 October 2008

Parliament of Georgia. (2022).2022 Action Plan of the Committee on Sectoral Economics and Economic Policy.

Policy Planning System Reform Strategy, Administration of the Government of Georgia. (2015). May 23, 2015.

Produce in Georgia, Annual Report 2015.

Produce in Georgia, Annual Report 2020.

Produce In Georgia. Micro and Small Entrepreneurship. (2020).

Program of the Government of Georgia for the construction of the European state 2021-2024

Statute of the Committee on Sectoral Economics and Economic Policy. 9

Statute of the Committee on Sectoral Economics and Economic Policy. 10

GLOBALIZATION AND BUSINESS Ne13, 2022 153




3WM3dWNBOBNS VO 60B6IL0 Ne13, 2022 GLOBALIZATION AND BUSINESS Ne13, 2022

JEL Classification: L83, D81, M1, 100. https://doi.org/10.35945/gb.2022.13.024

DECISION-MAKING PROCESS DURING ONLINE
GAMBLING: AN INTEGRATION OF GLOBAL APPROACHES
AND OTHER FACTORS (A CASE OF GEORGIA)

ANA ELIZAROVA
PhD Student

Caucasus University, Georgia
ana.elizarova@gmail.com

Abstract. Since the dawn of the computer and internet era, many online users have exploded, and more people are
using the Internet to spend their money online. Georgia is well-known and well-positioned as a regional gambling hotspot.
Gambling is a strategically vital and financially lucrative industry for the country. Gambling business plays a crucial role in the
Georgian economy by contributing to its budget revenues via income generated from licenses and spending of foreign tourists
and increasing employment by hiring a steadily increased number of employees in the field. Gambling is a steadily growing
industry with an increasing number of players raises several behavioral questions on why so many people decide to play online
and the main factors that determine and affect their choices. Even though online gambling is a strategically important and
financially attractive field for Georgia, it is, at the same time, a source of many social problems such as gambling addiction,
the involvement of adults, and financial problems. Gamblers maintain behavioral habits by attempting to deny concerns and a
false sense of control. As a result, gambling becomes the most important activity in a person's life. Its nature is so broad that
it complicates the process and makes it difficult for gamblers to recover. Therefore, this case requires a thorough study from
various perspectives. These aspects lack scientific studies of the local market or other related research papers that add novelty
to the Georgian online gambling segment. This research examines several traditional approaches to gambling behavior, their

proclivity for problem gambling, and the primary elements that influence it.
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INTRODUCTION

Gambling is a kind of entertainment in which customers
wager a valuable item, usually a quantity of money, on the
possibility of a reward. Gambling has existed as a source of
entertainment for millennia and throughout civilizations.
Players gamble because it is a pleasurable hobby activity
(Wood, 2008). However, because most gamblers know the
term "the house always wins," it is also an excellent example
of hazardous decisions and illogical conduct. In economic
terms, this refers to the fact that gambling has a negative
anticipated value. The gambling odds are set up so that the
casino/bookmaker makes money at the player's expense. The
proclivity for such bets begs what drives gamblers' decision-
making and how a different stimulus may influence that
process. In the instance of Georgia, this study aims to offer an
overview of alternative approaches to a gambling habit and
to describe the essential components in the decision-making
process. We will start by going through some standard
approaches to gambling decision-making.
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The Psychobiological Approach

One of the broadest approaches is gambling behavior
from the clinical perspective. Gambling is a form of
recreational behavior that, in some cases, can spiral out of
control and transform into pathological. American Psychiatric
Association (APA, 2013) and the World Health Organization
(WHO, 1992) accepted pathological gambling as the only
behavioral addiction recognized as a mental disorder. The
psychobiological approach studies group differences between
problem gamblers and healthy control groups on a measure
of brain chemistry and function (Clark, 2010). Researchers
divided studies of brain functions into two categories. The
first category assesses the function of neurotransmitters.
Second, splits brain activity into neuropsychological studies,
which evaluate brain function indirectly using tasks validated
in individuals with brain injury, and functional studies, which
measure brain activity directly during task performance,
usually using functional magnetic resonance imaging (fMRI).
Studies can measure brain activity at rest or in response to
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psychological tasks by tapping specific stimuli (e.g., cues for
reward) or processes (e.g., decision-making). The blood-
oxygen-level-dependent (BOLD) signal depicts a level of brain
activity on fMRI.

The Cognitive Approach

We should also consider the importance of the cognitive
approach in gambling and the psychobiological processes
stated. According to the cognitive formulation of gambling,
problem gamblers primarily continue to play because their
incorrect beliefs induce them to overestimate their chances
of winning (Ladouceur, 2003).

This distortion also highlights several factors, such as
gamblers' perceptions of skill, unpredictability, and chance
during the game. Several articles described false beliefs
(Raylu, 2004). Applying the strategies above in psychotherapy
for compulsive gambling is effective (Fortune, 2012).

lllusion of Control

Mentioned distortion can foster different game features,
such as involvement of choice, open competition, and instru-
mental action. The most classic distortion is the "illusion of
control," when a gambler tries to use skills and confuses a
game of chance with a game of skill (Langer, 1975). Ladouceur
& Walker's studies referred to some games, such as blackjack,
where skill involvement is required to win or continue to play,
which raises a belief that skill is excessively influential. A re-
cent study found that problem gamblers overestimate their
control of positive outcomes more than non-gamblers (Orgaz,
2013).

One of the most common methods used as evidence
of the cognitive approach is the "think aloud" procedure. It
was first developed in 1989 year by Gaboury & Ladouceur.
Facilitators ask gamblers to verbalize thoughts while gambling
in a realistic environment, such as a casino. The critical factor
is speaking continuously and trying not to control or filter
speech during gambling. Gamblers' comments are recorded
and categorized by the moderator into two groups — accurate
(e.g., It is a program/machine we have no control over; it is
all luck) and erroneous (I have mastered it; | am getting good
at these games). Participants fill out a questionnaire before
and after a gambling session. Results showed that 70-80% of
all statements were wrong, even when chance determines
reward and gamblers are aware of it.

Different studies suggest that cognitive distortions are
higher among problem gamblers and justify play (Walker,
1992); (Griffiths, 1994); (Baboushkin, 2007); (Joukhador,
2003). Baboushkin reported that probable pathological
gamblers had more erroneous thoughts during gambling on
blackjack, slot machines, and roulette rather than non-regular
players. Griffiths also compared regular and non-regular
gamblers and confirmed similar results on slot machines.

Another example of personal control is a lucky ticket in
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the lottery when gamblers expect their favorite numbers to
win. Observations showed that gamblers are more confident
when arranging the gambling process themselves. Participants
bought a lottery ticket, and then the moderator asked them
to buy back their cards. Persons who could choose their
tickets were offered more money ($9) than people who took
it from a random selection ($2). Individuals who had chosen
their tickets were more likely to reject the offer with a higher
chance of winning (Langer, 1975). The experiment shows
how personal control affects the decision-making process in
gambling and how a person perceives an opportunity to win
when they arrange their gambling.

Similar findings have been described in roulette when
players throw the dice ("shooting the dice"). Players displayed
superstitious behavior, such as blowing on the dice using
more force when throwing a high number (Henslin, 1967).
The effect of personal control makes players accept more risky
choices and place higher bets when they have an opportunity
to throw the ball by themselves, rather than when a croupier
is involved (Ladouceur, 1987). Consider that it was an illusory
control that did not affect results in all examples. In further
studies, (Petry, 2002) created an effective cognitive therapy
to correct erroneous beliefs among problem gamblers.

Gambler's Fallacy

Studies showed that both occasional and problem
gamblers tend to develop faulty beliefs. Understanding the
mechanism psychologically, we should discuss at least two
reasons for erroneous beliefs.

First, different features of games foster these erroneous
beliefs. Second, classic studies show that humans are generally
poor at judging probabilities and randomness (Tversky,
1971); (Gigerenzer, 2002). The problem is that gamblers
fail to appreciate the independence of turns and use small
samples as representatives (Ayton, 2004). Poor abilities of
random processing sequences lead to the "Gamblers Fallacy."
Gamblers' Fallacy is gamblers' belief that the expectancy of a
particular event becomes less likely after a long series of the
same event; therefore, the win is "due" after a series of losses
(Cowan, 1969). Players are trying to create a strategy based
on the previous outcome. The studies found that gamblers
were more likely to bet on black (75%) if the last result was
red (50%) while playing roulette. The winning and losses
series might be considered a "streak." Works showed that
gamblers perceive winning or losing "streaks" on the third
consecutive trial (Carlson, 2007).

Similar findings of "Gamblers Fallacy" report difficulties
caused by various features of gambling games. Structural
characteristics promote gambling and evoke cognitive
distortions. For example, the slot machine wins, followed
by flashing lights and specific sounds. Mentioned method
manipulates the player's perception, helps them easily recall
win rather than losses, and may bias the decision to continue
to play by distorting their memory of past outcomes.
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The Near-Miss Effect

The "near-miss effect" arises when a poor outcome is
close to a considerable gain; the "near-miss effect" arises.
Several studies looked into the impact of near-miss outcomes
on gambling habits. Despite their objective equivalent as no
wins, Clark's investigations revealed that near-miss outcomes
were related to increased willingness to gamble than full-
miss outcomes (Clark, 2009). They displayed two cherries on
the slot machine task, with the third cherry appearing later.
The impact mentioned above occurs in all forms of gambling
and is sometimes misinterpreted as an indication of mastery
of skills/games. An illusion of control causes the near-miss
effect, and as a result, gamblers believe they are winning
rather than losing (Griffiths, 1991).

Behavioral Approach

In general, decision-making is an adaptive behavior that
considers both internal and external variables and leads to
selecting a course of action over others, often competing and
options. Different fields studied it, ranging from mathematics,
economics, and psychology to neuroscience. Discussions
around this field yielded a new description of decision-
making processes. Reinforcement-guided decision-making
models are based on economic and reinforcement learning
theories and maximize benefits over a specific period (Khani,
2016). Several neurotransmitter systems and brain areas are
studied to understand the decision-related process better.
We will use these models during the cross-talks among
different approaches to process decision-related information
in gambling. Another insight given from the behavioral
economics review is the role of Prospect theory (PT), which
describes a range of standard behavior and deviation from
normative expected value theory (Kahneman, 2013). One of
the main points in PT is "loss aversion".

Observations showed that humans and other species
are more sensitive to losses than gains. This might lead to
a "loss chasing" behavior in problem gamblers (Takahashi,
2013). Prospect theory also shows nonlinearity in probability.
It overestimates small probabilities and underestimates
significant chances. Behaviorally, the overestimation might
result in a risky decision and increase the attractiveness of the
gamble. Distortions correlated with dopamine in the ventral
striatum and dorsolateral prefrontal cortex (Takahashi,
2010). Different methods study brain activity and gamblers'
perception of the decision-making process.

Research Methodology

This study explored the main approaches to gambling
behavior and their tendency to problem gambling.
Additionally,and ofimportancetothe presentinvestigation,
we asked respondents about their preferences for online
gambling, and they were able to explain their reasons for
it.
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Generally, gambling is reviewed as risky behavior and
recognized as an addiction. Gamblers avoid talking about
gambling issues as they know social attitudes toward the
sector is very negative and in some cases recognized as a
pathological and is considered in a correlation with other
addictions. On the second hand some gamblers even do not
recognize that they belongto that problem group. Considering
mentioned factors, we decided to conduct a qualitative
research methodology using the focus groups method.
Because special atmosphere is created during research
process and the appropriate group of people with similar
interests help gamblers feel comfortable and speak openly
about their interests, preferences and motivations. The
facilitator’s guide and questionnaire covered all interesting
issues, such as preferences, behavior, and decision-making
process.

A qualitative approach is primarily exploratory research
and is used to uncover underlying causes, opinions, and
motivations. It gives information about the situation or aids
in the development of ideas. Qualitative research is used
to uncover trends in thought and beliefs and dive deeper
into the issue. The qualitative data collection method used
during our research is semi-structured interview techniques.
The sample size is typically small, with 40 respondents,
due to the facts listed above. Recruiting for Focus Groups
was problematic due to the specific target group, and
social stigma toward gamblers made the selection process
even harder. We selected respondents for interviews from
representative groups and divided them by age categories,
and the main criteria were active playing status. Focus
groups consisted of 5 main clusters: 1) 21-30 2)31-40 3) 41-
50 4) 51-60 5) +61. The groups were mixed; respondents
were users of different slot clubs, casinos, and sports betting
sites. They have been active players for many years and
have played many times during the past month. Participants
were males, and all respondents were offered a gift valued
at $20 US. The research guide consisted of a manner that
helped us make a holistic market overview and define
players' preferences. We used the semi-structured method
during focus groups, one of the most popular instruments,
which allows us to be more flexible with respondents and
ask additional questions, making the interview more in-
depth. Qualitative research vyields descriptive rather than
predictive outcomes. Furthermore, we are not able to
generalize results on population.

All information collected during the research follows
ethical issues, including the right to privacy and autonomy.
We explained to respondents that no correct and incorrect
answers existed; they could discuss gambling issues without
barriers and leave research at any time. We informed
participants about the audio recording that we needed for
analyses. We treat all provided confidential information
with respect, and we follow guidelines on protecting
sensitive data, which means that no harm can come to
participants or the researcher. Collected data is protected
and will not transfer to a third party. We aim to avoid bias in
any aspect of our research, including design, data analysis,
and interpretation.
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Table 1 indicates the main categorization of respondents

Group Number Area
21-30 8 Adjara
31-40 8 Europa
41-50 8 Betlive
51-60 8 Crystal
+60 8 Croco

Data Analyses

For data analysis, we used Nvivo 12 program. Before
data analyses, we collected all audio records transformed into
the transcript. The transcript is a detailed reflection of audio
records that includes examples and additional information
discussed during focus groups. We used transcripts in Nvivo.
The first step was making codes/nodes of our information.
The separated clusters of our information allowed us to use
the structural coding method (Saldana, 2021). Codes were
grouped hierarchically and analyzed in different ways. For
example, we used content visualization by selecting a mind
map and word cloud.

Research Results

The research investigated the main reasons for gambling
in Georgia. We started Focus Group (FG) discussions with the
association method. FG participants mentioned that they
mostly gamble with a feeling of HOPE to win or return their
money. The most important fact is that gamblers perceive the
gambling company as a "working place" where they can earn
some money to pay a debt or earn some cash for a particular
day, but not as an entertainment house.

The second reason is previous experience, which is one
of the primary motivators. Gamblers mentioned that the
previous experience relates to a particular "house," machine,
time, situation, and other factors.

"At night, money is already accumulated, and approxi-
mately at 2:00-3:00 AM, it is easier to win."

(Male, 41-50).

"I choose according to previous experience, where |
have experience of more wins."

(Male, 21-30).

Another critical factorin Internet gamblingis associability.
In many cases, the Internet makes the activity more asocial
(although some online gambling activities like online poker
have chat room facilities allowing some social interaction).
Gambling removes a psychological and social "safety net"
from gamblers as there are no friends or acquaintances to
help monitor their gambling. However, at the same time, it is
also an ability to make new friends in their cohort/cluster and
keep social interaction while still being at home.
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"You can gamble while driving to work."

Male (21-30).

Gamblers mentioned interests as one of the reasons.
Different marketing offers with attractive information about
new products, bonuses, and jackpots supported with full-
scale marketing activities stimulate interest in existing and
potential gamblers. It is important to note that information
about the field provided by companies is an essential factor
in evoking interest in Gamblers. The large scale of games of-
fered to gamblers helps them learn strategies and practice
different tactics. Most gambling sites have demo versions of
new games. Such options allow them to try their luck with
a small stake size and get used to a new product. Gamblers'
interest intensifies with cross-offered products. The main rea-
son is that most gambling companies are successfully using
Key Account Management System. Among the most reliable
communication channels, they named: Online Platforms,
Short Message Service, Television, Outdoor Banners, Direct
Calls, and Word of Mouth. Word of mouth is one of the most
effective methods in that field. Gamblers always used exam-
ples of their neighbors, friends, familiar people, and others.

"I Can not gamble until | lose all money because | am
waiting for JACKPOT."

(Male, 41-50)

"Once | won 1000 GEL, the next day they gave me a
bonus card, in a few days | became a VIP client. | was addicted
to many things, but the hardest is to give up on gambling."

(Male, +51)

One of the factors gamblers mentioned is the role of
friends. Some cases showed that gamblers were enthusiastic
about playing because their friends and family do it. Gambling
is seen as an avoidance strategy when under stress. The
findings demonstrated the best way to escape from problems
and relieve anxiety, boredom, and depression. Negative
mood states facilitate many gamblers' need to modify their
mood by playing again. In the beginning, the gambler has
his first experience with the game, which stimulates positive
emotions and feelings. This stage is followed by chasing,
a period when gamblers increase their stake to fulfill their
losses. Different cognitive and personal changes usually
follow impaired control. Besides the most common range of
negative consequences, health problems, changes in mood,
problems at home/work/school, and legal problems also
sometimes occur.

"When | lose, | am very aggressive, and | do not need any
connection with people."

(Male, 41-50).

"When you lose, you need some time to calm down and
then continue playing."

(Male, 31-40).

Another factor mentioned during discussions reviewed
gambling as a relaxation process and enjoyable pastime
activity in a familiar atmosphere, where they feel comfortable
and confident. Gamblers think that they can control the
proper operation of gambling when someone wins and
someone loses.

"In most cases, | am gambling for just having fun; if | have
20-30 GEL, I start gambling with no hope to win; | realize that |
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will not win much money to change my life, but when I am in
a process for me it is tough to stop, | become like a zombie."
(Male, 31-40).

CONCLUSION AND FUTURE DIRECTIONS

The results of different researches showed many
factors affecting gamblers' behavior. It is the only behavioral
addiction recognized as a mental disorder from a modern
perspective. That is why it is dangerous to treat gambling
as homogenous activity. The review of studies showed that
some people spend so much time gambling online that
they become addicted. This addiction is a significant social
problem and can lead to severe consequences (Ahn, 2010).

Different cognitive and personal changes usually
follow impaired control. Besides the most common range
of negative consequences, health problems, changes in
mood, problems at home/work/school, and legal problems
also sometimes occur. Life changes leave gamblers isolated
or direct them to suicide. They try to deny issues and have
a false feeling of control, maintaining gamblers' behavioral
patterns. Thus, some gamblers manage to cope with several
adverse problems. In most cases, gambling becomes the most
critical activity in an individual's life. The nature of gambling
is so comprehensive that it complicates the process and
hampers them from recovering from it. Even with recovery, in
most cases, gamblers will experience a few relapses in their
lifetime after periods of abstinence. Addictive behavior such
as pathological gambling has complex etiology and is not fully
understood. There are direct and indirect factors associated
with developing and maintaining disorder.

A case in Georgia showed several factors affecting the
decision-making process, such as hope to win; a safe place;
marketing offers; the role of friends/family; technics. The
research showed the difference in gamblers' attitudes toward
the field in Georgia and other countries, as Georgian gamblers
do not consider the field as a method of entertainment.
Therefore future research should enroll a quantitative
method as qualitative research is descriptive rather than
predictive and is not generalized on population.

Moreover, future research should be conducted into the
competition between the Internet and land-based venues,
and additional studies should be conducted by considering

demographical features. Moreover, future research should
study socio-economic and demographic characteristics
as there are limited resources in the field. Despite the
actuality of the sector, there is a lack of scientific studies or
other related research papers about the Georgian gambling
segment. Hope more researchers will be motivated to follow
my research and publish similar studies that will help increase
social awareness related to this sector and better analyze
and prevent problems caused by the risky decision-making
processes.

To prevent problem gambling, the role of government
and private business is crucial. Government should carry out
educational and policy initiatives. Revenues that government
gets from licenses and taxes from the industry should
reinvest in the same field by conducting particular programs
to decrease the risk of pathological gambling. Moreover, the
business should also be interested in providing responsible
gambling to the target audience as their incomes depend on
society's welfare. Gambling is a common problem in different
countries. Its reasons and tendency need to be studied to
identify critical issues and find effective ways to decrease the
number of players and maximize economic welfare.

Limitations

The current research has some limitations, and we
believe it is vital to mention them not only to ensure that our
research is visible to the critical observer but also to provide
any extra lessons we can consider for future research.
The study's most significant flaw is that the sample size is
small due to the problematic group, which is negatively
recognized in society. It is impossible to determine how the
sample reflects the larger population, as Internet gamblers
are a large community. As a result, while we believe the
study has promise in providing insight into the factors that
affect Internet gamblers' decision-making process and our
findings on Internet gamblers' preferences, it is impossible to
extrapolate demographic and game-play characteristics to a
larger population.

Another limitation is related to the pitfall was related to
survey methodology. The survey used for the present study
collected only qualitative data and required a more thorough
study.
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