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THE GOAL OF THE ECONOMIC WEAKENING
OF GEORGIA — A CRIMINAL ACTION
IN THE DISPOSITION OF SABOTAGE

KHVICHA BEGIASHVILI

Doctoral student, The School of Law, Davit Agmashenebeli University of Georgia

ABSTRACT. The paper deals with the criminal act stipulated by Article 318 of the Criminal Code of Georgia—a
characteristic feature of the subjective side of sabotage — the goal of weakening Georgia and the problematic is-
sues of its composition, while the problem in the disposition of the Article is identified and the ways to solve it are
presented. As a rule, the weakening of Georgia means the encroachment of the country's economic foundations.

The work also presents an overview of the legislation of foreign countries related to the research topic, which
makes the problems associated with this issue more understandable for the reader, which is more felt in practice.

The current criminal law does not explain the purpose of weakening Georgia. To be fair, it should be noted that
none of the scientific community paid attention to the problem raised in the paper, and therefore there are no
scientific studies on this issue. In this regard, the scientific work is a kind of innovation and an attempt to find ways
to solve the identified problem. The concerns discussed in the paper are more noticeable in practice, in particular,
when investigating the facts of sabotage and initiating a criminal case on this charge, as well as when considering

the case by the court and making summary decisions on the case.
The purpose of the scientific paper is to identify the problems surrounding the subjective side of sabotage and

to determine the ways to solve them.

KEYWORDS: SABOTAGE, CRIME, INVESTIGATION, CORPUS DELICTI (COMPOSITION OF THE CRIME),

ECONOMIC FOUNDATIONS.

INTRODUCTION

The subject of this scientific work is a criminal ac-
tion as part of sabotage, an obligatory feature of the
subjective side — the study of the issues raised in prac-
tice around the goal of weakening Georgia, a scientific
and practical analysis of the definition of "weakening
Georgia", the problem of qualifying the action as sabo-
tage, and a vision of ways to solve this problem. In addi-
tion, the norms of the criminal law of foreign countries
that relate to and constitute a criminal act of sabotage
will be considered. It should be noted that the problems
presented in the study have not been discussed from
a scientific point of view. The problem manifests itself
more clearly in practice, and this paper also presents
the view of the practitioner on a specific issue.

GLOBALIZATION AND BUSINESS #15, 2023

The basis of criminal liability is crimes, the full list
of which is regulated in the private part of the Criminal
Code. All of them separately constitute illegal and guilty
actions.! In addition, which action should be considered
a crime, first of all, its legal regulation is made by the
legislator.? The current edition of the Criminal Code has
adopted the three-level structure® of the crime prevail-
ing in German criminal law and today the concept of
crime consists of 3 signs: the composition of the action,
that is, the criminal law should regulate the action, the
wrongfulness of the action and blame. The coexistence

1 Criminal Code of Georgia, Tb., 1999, Art. 7, Sec. 1.
Natchkebia G., Criminal Relations and the Concept of
Crime, Tb., 2002, p. 7.

3 Mchedlishvili-Hedrichi K., Method of Resolving Cases
in Criminal Law. Meridiani publishing house, Th., 2010,
p.61.

11
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of the mentioned signs of the concept of crime, in turn,
is the basis of criminal liability.*

CHARACTERISATION OF THE SUBJECTIVE SIDE
OF SABOTAGE

We have the fact of a crime only when all the com-
ponents of the composition of the action are present;
the indicated composition is descriptive®. Each criminal
law norm conveys a description of the composition of
the action. At the same time, it implies an evaluation of
the action. Therefore, the criminal law normis a synthe-
sis of descriptive and evaluative judgments.® The norm
of the law itself is a hypothetical imperative sentence
conditioned by the actual composition’. Notably, the
signs of the action must correspond exactly and not ap-
proximately but to the full extent to the disposition of
the criminal act. The establishment of this sameness is
the most important prerequisite® for determining the
qualification of the act since “the crime and the com-
position are essentially the same".® In addition, the
qualification of the crime is the determination of the
exact correspondence between the committed action
and the signs provided for by the criminal law norm and
its legal confirmation®®. The correct definition of corpus
delicti excludes any error and bias in the qualification of
the action as a crime since the committed action should
be qualified as a crime only in accordance with the law
and within its limits.*

The criminal law of Georgia recognises the principle
of subjective attribution of actions and culpable respon-

4 Gamkrelidze 0., Explanation of the Criminal Code of
Georgia. General Part. 1°t Book, 2" complete edition,
Th., 2008, p. 77.

5 Natchkibia G., General Theory of Qualification of an
Action as a Crime, Th., 2010, pp. 126-127.

6 Tkesheliadze G., Value Problem and Law, Soviet Law
1981, #2.

7 Khubua G, Theory of Law, Th., 2004, p. 50.

8 Natchkebia G., General Theory of Qualification of an

Action as a Crime, Th., 2010, p. 131; Tsulaia Z., Private
Part of Criminal Law, vol. N21, 2" ed, Th., 2003, p. 10;
Lekveishvili M., Private Part of Criminal Law, Tb., 2006,
p. 18.

9 Natchkebia G., General Theory of Qualification of an
Action as a Crime, Th., 2010, p. 9.

10 Kudryavtsev V. General Theory of Qualification of
Crimes, Mosc., 1972, pp. 7-8.

11 Natchkebia G., Criminal Relations and the Concept of
Crime, Tb., 2002, p. 64.

12

sibility.’> The behaviour of the accused has two sides:
subjective and objective. The subjective side deter-
mines the goals and motives of the accused, and the ob-
jective side — his impact on the objective outside world
through the external manifestation of the will, which
can be expressed both in action and inaction. Based on
the foregoing, a criminal act is a combination of objec-
tive and subjective sides.’* When assigning blame to a
person, it should be taken into account that, along with
knowledge of the objective side of the action, it is nec-
essary to know the illegality of the action. Additionally,
the decision to commit illegal actions must come from
the person's free will; that is, a person must be aware of
the impact on the objective environment as a result of
the unlawful act committed by him.%*

Regulation of sabotage was implemented for the
first time in the current Criminal Code of Georgia. Prior
to this, this crime was not recognised by the Georgian
legislation, but in fairness, it should be noted that the
Criminal Code of 1960 provided for sabotage and ma-
liciousness, a kind of synthesis of which is presented
in Article 318 of the Criminal Code in force today. The
subjective side of the dispositions of the mentioned Ar-
ticles has one special characteristic and obligatory fea-
ture, namely "the aim of weakening the Soviet state,"?®
this goal has practically not changed in the current dis-
position of sabotage, with a technical change. In par-
ticular, Georgia replaced the Soviet state. Accordingly,
the current disposition of sabotage envisages such a
mandatory goal as the weakening of Georgia.'® Geor-
gian Criminal Law does not explain the term ,weaken-
ing of Georgia”. Moreover, the mentioned wording in
the current criminal law occurs only twice, and then in
the provision on sabotage. The legislator transferred it
without appeal from the composition of sabotage and
maliciousness and did not try to define what a vital
issue for qualifying action is. This issue is particularly
problematic in practice since the greatest scientific val-
ue of the concept lies in the fact that it expresses the
essence of things. A thought that does not express the

12 Brachveli S., Gogelia T., Gelashvili T., Meladze G., Scope
of Criminal Law, Th., 2021, p. 148.

13 Tsereteli T., Tkesheliadze G., Doctrine of a Crime, Th.,
1969, p. 168.

14 Hart H.LAA., Punishment and Responsibility: Essays
in the Philosophy of Law (2nd ed), Oxford University
Press, 2008, pp.181-182.

15 Criminal Code of the Georgian SSR, 1960, Art. 69, 70.

16 Criminal Code of Georgia, Tb., 1999, Art. 318.

3QMOdTNBABNY VS 60B6ILO #15, 2023
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essence of things cannot be called a concept.'” Here we
share the opinion that "the basic formal-logical rules of
concept definition refer to concepts in genus-species
relationship, which have the closest genus and specific
characteristic. It is the determination of these relations
that is considered the definition of the concept.”*®

In the conditions when the legislator has not giv-
en us a proper explanation, this issue goes beyond the
special knowledge of the investigator and the prosecu-
tor since it should be assessed comprehensively as an
impact on the economic parameters of the country, as
well as the issue of damage, violation or destruction of
a vehicle, means of communication or mass broadcast-
ing, roads, buildings, equipment, documents, a large
number of strategic raw materials, products, institu-
tions or organisations of vital importance to the pop-
ulation or other objects of special purpose. In standard
cases, when the issue raised in a criminal case requires
special knowledge, appropriate expertise is appointed
by the parties; for example, to determine the degree of
harm to health, forensic medical expertise is conducted
in the case to determine the type and amount of narcot-
ic drugs — chemical, and ballistic expertise to determine
fire or ammunition. In such cases, the expert report is
important evidence for qualifying the action. In the con-
ditions when we do not have a legal definition of the
amount of damage, disruption or destruction that can
cause the weakening of Georgia, it becomes quite prob-
lematic to collect such evidence in practice that would
unmistakably confirm the goal of weakening Georgia.
As we have already mentioned, the goal is a component
of the subjective side, and even in the case when the
accused admits that the goal of committing his criminal
act is to weaken Georgia, we believe that it will be prac-
tically impossible to confirm this in court, since, “each
person has an individual, unique consciousness, which
is determined by public opinion, political, philosophical,
ethical, religious, aesthetic representations and ideas.”*®
Based on this, it is possible that the weakening of Geor-
gia causes different associations in different individu-
als. It should be noted here that even the confession
of the accused that he committed sabotage couldn’t be
the basis of a guilty verdict of the court because the ba-
sis of the court's guilty verdict is the synthesis?® of the

17 Keburia D., Issues In the Theory of Concepts, Th., 1967,
p. 196.

18 Tsereteli S., Dialectical Logic, Th., 1965, p. 387.

19 Gogichaishvili T, General Psychology Course, Th, 2006,
p. 19.

20 Natchkebia G., General Theory of Qualification of an
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truth established in the case and the qualification of the
action as a crime. The norm of criminal law, no matter
how clearly it should be spelt out in the legislation, still
needs to be clarified by the court and brought into com-
pliance with the actual circumstances of the case.?

Unfortunately, neither the very definition of sabo-
tage gives any indication of how to weaken a country.
Sabotage is a French word that means deliberately dis-
rupting something, avoiding participation in it or doing
it dishonestly. However, in the legal literature, we find
another definition; for example, sabotage is defined as
undermining the state's economic foundation.?

A legitimate question arises about what motive mo-
tivated the person accused of sabotage. We will try to
find the answer again in the composition of the crime.
As we mentioned, the private part of the Criminal Code,
it is exhaustively specified what actions are considered
criminal. Assigning the correct qualification for the
committed criminal act is one of the central places in
the process of criminal prosecution and justice imple-
mentation.?

"The corpus delicti is a peculiar and unique term,
the like of which no other science knows."?* The judi-
ciary includes the recognition of a person as guilty, af-
ter which the legal concept of the crime committed is
established. The legal and judicial qualification of an
action must be synchronous; the court must give the
same qualification to the committed act as the legisla-
tive qualification developed by the legislator.?

The subjective side of a crime is understood as the
attitude of the person who committed the crime be-
tween the action he committed and the result obtained,
which is manifested by the unity of motive, purpose and
guilt.?® Each criminal action has its own purpose, which
is the psychological side of a person's behaviour and cre-
ates a special motivation for him. After setting a goal, it

Action as a Crime, Th, 2010, p. 20.

21 European Court of Human Rights, Case of Rohlena v.
the Czech Republic, 27/01/2015, 59552/ 08.

22 Natchkebia G, General Theory of the Qualification of
an Action as a Crime, Tb., 2010, p. 167.

23 Dvalidze I., Tumanishvili G., Gvenetadze N., Case Solv-
ing Methodology in Criminal Law, Thilisi, 2015, pp. 97-
98.

24 Zherebkin V., The Content of the Concepts of Law:
(Logico-legal analysis): Abstract of the dissertation for
J.S.D.: (12.00.01), Kharkov, 1980, p. 19.

25 Natchkibia G., "Criminal Relations and the Concept of
Crime", Tb., 2002, p. 13

26 Natchkebia G., The General Theory of Qualifying an Ac-
tion as a Crime, Th., 2010, p. 8.
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is realised in the form of making and executing specific
decisions. In the case of a crime, the fact that the crime
is committed intentionally or recklessly transforms the
purpose. In the case of an intentional crime, the goal
is carried out by the unity of the mind and will, which
is determined by the motivation and mental process of
goal setting.”” Moreover, the goal affects the content
and quality of guilt and, ultimately, criminal liability.?®

A sabotage offence appears to be a mandatory part
of the goal of weakening Georgia. In light of the fact
that the concept of weakening Georgia is not defined by
law, it will create serious problems for the justice pro-
cess if the action is qualified as sabotage. On the other
hand, "a goal is the result of an ideally given action that
satisfies a person’s need".? Perhaps a particular person
really has a need to weaken Georgia, but the fact is that
they will not know the concept of weakening Georgia
or the person doing the case unless subjective opinions
are included. Accordingly, the goal of weakening Geor-
gia against this background can be considered a kind of
hypothetical situation. At this time, the purpose of com-
mitting a crime is one of the necessary components of
a person’s mental attitude to the action he committed,
which ultimately leads to the formation of guilt.3® The
purpose cannot influence the qualification of the crime
when it is not presented in the disposition of the Article
as a necessary feature of the corpus delicti, and when
it is a necessary feature of the corpus delicti, then it is
given decisive importance. 3!Even if the disposition of
the Article does not directly indicate the purpose of the
subjective part of the composition, the court must still
study and investigate what purpose the defendant set.>?

To make the problem we have raised more under-
standable for the reader, we will give a hypothetical ex-
ample: Suppose, A blew up the Rikoti tunnel in Georgia,

27  Ibid., pp. 136-137.

28 Dvalidze I., Influence of Motive and Purpose on Qual-
ification of Action and Criminal Liability, Th., 2008, p.
65.

29 Kiknadze D., For the Issue of Human Action, Tb., 1971, p.
152.

30 Dagel P., Kotov D., The Subjective Side of the Crime
and Its Establishment, Voronezh, 1974, p. 43.

31 Kharanauli L., Punishment of Unfinished Crime Ac-
cording to Georgian and German Criminal Law (com-
parative legal analysis), thesis submitted for the ).S.D.,
Tb., 2013, p. 144.

32 Gamkrelidze 0., Definition of the Criminal Code of
Georgia. General Part, book 1, 2nd revised ed. Editorial
office of the book of laws of Georgia and the legisla-
tive herald of Georgia. Th., 2008 p. 102.
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causing significant traffic delays between western and
eastern Georgia. After being detained, he confessed to
the crime, said that he had carried out the explosion to
weaken Georgia, and agreed to the accusation of sab-
otage. In such circumstances, the issue of whether the
explosion of the Rikoti tunnel actually caused the weak-
ening of the state is on the agenda. The explosion of the
tunnel itself can be confirmed by appropriate expertise,
during which the type, quantity and construction of the
explosive substance and device, as well as the materi-
al damage caused by the explosion, will be determined
according to the expertise. However, determining these
circumstances separately will not be enough to weak-
en Georgia. Even clarifying the issue that the explosion
damaged a section of the road and hindered the road
traffic to some extent, there cannot be a convincing
argument against the weakening of Georgia. In such a
case, it will be practically impossible to calculate the
damage that has been done to the state, organisations,
enterprises and citizens. Even if, as a result of the co-
lossal work done by the investigation, a certain amount
of material damage was determined, what would be its
measure? It’s not defined by law what kind of material
damage can cause the weakening of the state. Atten-
tion should also be focused on the issue of damaging,
disabling or destroying "a large amount of strategic raw
materials, stuff or products" specified in the sabotage
provision. Since the concept of a large amount is clar-
ified in the current Criminal Code, in particular in the
chapter on crimes against property, and in this chapter,
the value of the item (items) above 10,000 GEL is con-
sidered a significant amount.>®* Even though the men-
tioned amount of damage, the legislator has imposed
only on crimes against property, even if by the analogy
of the law we extend it to the evaluation of sabotage,
this will not be a convincing fact because the possibility
of weakening the country with damages for 10,000 GEL
cannot serve as a credible argument for the court.

For a comparative analysis and search for ways to
solve the problem, it will be important to exchange the
experience of foreign countries. In particular, it clarifies
the legal situation in relation to sabotage in a particular
country and how the problem identified by us is being
solved.

The Criminal Code of the Federal Republic of Ger-
many does not recognise the definition of sabotage.
The lawmaker called the purpose of committing the

33 Criminal Code of Georgia, Th., 1999, the first part of the
note of Article 177.
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mentioned crime a violation of Germany's integrity,
constitutional order and security.?* In addition, under
German law, enterprises and devices that supply the
population with water, electricity, heat and other vital
energy sources are considered objects of constitutional
sabotage. Among them, telecommunication devices are
also considered.?®> The German Criminal Code recognis-
es as a special norm of crime, namely sabotage®®. The
purpose of committing this crime is to create a threat to
the security of the Federal Republic of Germany, the law
enforcement agencies and the population.

US criminal law does not specifically deal with
crimes against the state. However, Title 18, Chapter 105
is entirely about sabotage. The first Article is entirely
devoted to objects of encroachment and definitions
of related terms.%” Sabotage can be committed against
fortification structures, naval defence facilities or naval
defence engineering facilities®, defence installations
or military equipment®, production of ammunition,
equipment and structures,* national defence, premis-
es, installations and objects *!and mentioned material,
equipment, objects and their service rules.*> The Amer-
ican version of the criminal act of sabotage does not in-
clude a mandatory objective.

Under the French Penal Code, sabotage is defined
as the destroying, damaging or misappropriation of any
document, material, structure, equipment, installation,
machine, technical device or automatic information
processing system that may harm the fundamentals of
the legitimate interests of the French nation. An aggra-
vating circumstance of the act is its commission in the
interests of foreign states or on their behalf.*

The Italian Criminal Code recognises such criminal
acts as the creation of an organisation for the purpose
of committing a terrorist act or sabotage* and an at-

34 Strafgesetzbuch (StGB), § 87 Agententatigkeit zu Sabo-
tagezwecken, 15.05.1871.

35 Ibid., § 88 Verfassungsfeindliche Sabotage.

36 Ibid., § 109e Sabotagehandlungen an Verteidigung-
smitteln

37 The United States Code, Title 18, Chapter 105 - Sabo-
tage, section 2151, 1948.

38 Ibid., section 2152.

39 Ibid., section 2153.

40 Ibid., section 2154.

41 Ibid., section 2155.

42 Ibid., section 2156.

43 Code pénal: Section 4: Du sabotage (Article 411-9),
1992.

44 Codice penale (Italia), Dei delitti contro la personal-
ita dello Stato, Art. 270-bis. Associazioni con finalita
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tack for the purpose of committing a terrorist act or
sabotage.* The disposition of the Article provides, as
the purpose of committing specified criminal acts, the
purpose of committing terrorism and overthrowing the
democratic system.

As can be seen from foreign examples, the legislator
either did not set any special goal for the composition
of sabotage, or this goal is quite clear and explained in
the legislation of a particular country, which is diametri-
cally different from the Georgian legislation.

In this regard, it would be interesting to study and
analyse crime statistics and judicial practice. It's a pity,
but the fact is that the Ministry of Internal Affairs of
Georgia, taken separately, does not record the crimes
under Article 318 of the Civil Code.*® In addition, an
analysis of information*” disseminated in the public
space and the data obtained by the interviews method*®
gives grounds for the assumption that in 2013-2023 the
number of sabotage cases initiated should not exceed
ten unit criminal cases. The 2013-2023 period selected
by us for statistics was taken for several reasons: 1. the
last ten years, which will undoubtedly be interesting for
research purposes, and 2. the process of liberalisation
of criminal law began in Georgia in 2013.%° During the

di terrorismo anche internazionale o di eversione
dell'ordine democratico.

45 Ibid., Art. 280. Attentato per finalita terroristiche o di
eversione.

46 With letters #MIA02300437945 dated 0215.23 and
#MIA02300490025 dated 20.02.23 of the head of the
Department of the Ministry of Internal Affairs of Geor-
gia, it became clear that the statistics of sabotage is
made in the column "Crimes against the constitution-
al order and security foundations of Georgia (Article
308-322-2)", which does not allow to identify the num-
ber of cases initiated under Article 318 of the Criminal
Code.

47 The investigation of sabotage is always a resonant
process and there is always a strong public interest
in it, which is why the investigating authorities often
publish information about the progress of the inves-
tigation, for example, the information from the State
Security Service about the initiation of the investiga-
tion into the act of sabotage, link: https://ssg.gov.
ge/news/592/saxelmtsifo-usafrtxoebis-samsax-
uris-gancxadeba, [Last Access 24.04.23].

48 About ten investigators and prosecutors working on
sabotage cases were interviewed during the oral in-
terview, the respondents were asked about the num-
ber of investigations and criminal prosecutions under
Article 318 of the Criminal Code.

49 Todua N., Trends of Liberalization of Criminal Law
Legislation in Georgia, TSU Science, link: https://
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mentioned period, "no criminal prosecution under Ar-
ticle 318 of the Criminal Code of Georgia was initiated
against any person",*® and therefore, nor do the courts
consider the case of a crime of this category.>® Even
though in the last ten years, no criminal prosecution
has been initiated in Georgia on the charge of sabotage
and, accordingly, no trial review has been held, to some
extent, it is possible that the problem identified by us is
a manifestation in practice.

old.tsu.ge/science/?leng=ge&lcat=jurnal&jno-
meri=7&tid=11, [Last Access 27.04.2023].

According to the letter dated February 24, 2023, No.
13/12633 of the Head of the Department of Interna-
tional Relations and Legal Support of the General
Prosecutor’'s Office of Georgia, “criminal prosecution
has not been initiated against any person under Arti-
cle 318 of the Criminal Code.”

According to the letter #3-129-23 dated February 27,
2023, from the Head of the Statistics Sector of the An-
alytical Department of the Supreme Court of Georgia,
"in 2013-2022, not a single case under Article 318 (sab-
otage) of the Criminal Code was considered."

50

51

CONCLUSION

In conclusion, it should be noted that Article 318
of the Civil Code of Georgia requires legislative inter-
vention. In order to eliminate the ambiguity in the Arti-
cle, we propose two ways: 1. a note would be added to
the Article, where it would be written in detail what is
meant by weakening Georgia, and 2. it would be more
acceptable if in the disposition of the Article “the goal of
weakening Georgia” be replaced with “the goal of creat-
ing a threat to the security, economic development and
peaceful coexistence of the population of Georgia.” The
legal change will eliminate the vagueness in the disposi-
tion of sabotage, which will contribute to the process of
effective investigation, criminal prosecution and justice
implementation of such crimes.
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2008 §., 33. 77.

5 6o3ygd0s 8., 093006 E86535YM© 339MOBNISEN0L
Bmasn ogmmos, 0. 2010 §., 33. 126-127.

6 &ygdgamonsdy 8., moM70Ymgdal 3Mmdmgds s Lods-
Moomo, ,,Lodgmos Ladshmomon® 1981 §., #2.

7 b3079 3., badsmomab ;mgmMas, Md. 2004 6., 33. 50.
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HOW EFFECTIVE MECHANISM IS THE CONVENTION
ON THE PROHIBITION OF NUCLEAR WEAPONS
(TPNW) TO DETER NUCLEAR ESCALATION?

MARIAM MATCHARASHVILI

Master of International Relations, International Black Sea University, Georgia

ABSTRACT. This paper examines the effectiveness of the Convention on the Prohibition of Nuclear Weapons
(TPNW) toward deterring nuclear escalation, which entered into force in 2021 and prohibits the creation, posses-
sion, proliferation and use of nuclear weapons while also responding to a number of demands related to denucle-
arization. For the in-depth analysis of the theme, the regimes theory in International Relations and the criteria of
the theoretical explanation of the regime effectiveness are selected. The paper is built around the basic premise
that the Convention is ineffective in achieving its intended goals and discusses three main arguments: (a) norma-
tive incoherence, (b) lack of institutional mechanisms, and (c) neglect of the global security and strategic context.
To prove the latter, the paper analyzes the Russian war against Ukraine and the importance of nuclear deterrence
in the background of the nuclear warnings coming from Russia. Despite the reasons listed above, the main draw-
back of the Convention is the refusal of the nuclear-weapon states to ratify the agreement. On the one hand, the
anarchic international system creates a solid basis for mistrust and asymmetric gains between states, and on the
other hand, the Convention does not offer them security guarantees. Accordingly, the Convention represents an

idealistic view of international organizations and civil society.

KEYWORDS: NUCLEAR WEAPONS, ESCALATION, PROHIBITION REGIME, DETERRENCE.

INTRODUCTION

This paper discusses how effective mechanism is
the Convention on the Prohibition of Nuclear Weapons
(hereinafter TPNW) to prevent nuclear escalation. The
Convention has been the subject of active discussion
in academic and political circles since the beginning
of negotiations. It entered into force in January 2021
and prohibits the creation, possession, proliferation
and use of nuclear weapons while also responding to
a number of requirements related to denuclearization,
which, in the view of the parties involved in the nego-
tiations, were not met by the Treaty on the Non-Prolif-
eration of Nuclear Weapons of 1968 (hereinafter NPT).
The Convention aims to bring together governments,
international organizations and civil society to achieve
the goals of the prohibition and elimination of nuclear
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weapons. The prohibition initiative, in turn, is based on
the idea of humanitarianism that nuclear weapons are
inhumane and their use will lead to catastrophic conse-
guences for humanity.

However, nuclear states (see Annex A for information
on nuclear stockpiles), which bear more responsibility
for global disarmament, have not joined the agreement
and are often seen as a major obstacle to progress (Fihn,
2017). Along with this, in the recent period, the tension
between the nuclear states has increased, and nuclear
modernization programs have been activated (Herre-
ra Almela, 2018). Consequently, the question arises to
what extent the Convention on the Prohibition of Nu-
clear Weapons effectively contains nuclear escalation
and responds to challenges. This paper is built around
the idea that the Convention is ineffective in achieving
its goals and analyzes the following three arguments:
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(a) normative inconsistency; (b) lack of institutional
mechanisms, and (c) neglect of the global security and
strategic context.

1. INTERNATIONAL REGIMES:
THEORY OF REGIMES

The theory of regimes became relevant in the disci-
pline of International Relations in the second half of the
20th century. John Rugg first tried to explain and clarify
the international regime, and then Steven Krasner pre-
sented the so-called consensual definition, according
to which an international regime is "[a set] of implicit
or explicit principles, norms, rules, and decision-mak-
ing procedures around which actors' expectations con-
verge in a given area of international relations "(Kras-
ner, 1983, p. 2). Accordingly, the international regime is
based on common expectations, interests, obligations
and causality. These rules and procedures influence the
behaviour of states, the practicality of decision-making
and the accumulation of joint experience (Herrera Al-
mela, 2018). There are three main approaches to inter-
national regimes in the literature, which differ in terms
of the degree of institutionalism and different views of
the importance of the regime as an international insti-
tution (Hasenclever et al., 1997). The Realist approach
emphasizes the primacy of power and that the relativity
of power in the world determines the effectiveness of
the regime; the Neoliberal approach outlines collective
interests and cooperation of states, and constructivist
— social relations and identity of actors (Hasenclever et
al., 1997).

International regimes gain importance in two direc-
tions, how effective or how robust it is. The strength of
a regime is determined by its longevity and resilience
to international challenges (Powell, 1994). According
to the theory of regimes, two criteria are distinguished
according to which their effectiveness is evaluated (Un-
derdal, 1992). According to the first criterion, "regime
strength", regimes are effective when the majority of
state actors agree to certain rules and norms and ad-
here to them; According to the second criterion, ef-
fectiveness is defined in terms of goals achieved and/
or plans fulfilled (Hasenclever et al., 1997). The given
theoretical framework does not allow for fully evaluat-
ing the agreement entered into force in 2021 based on
the second criterion, as this period is not long enough
to achieve tangible results. Nevertheless, the paper will
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focus on the first criterion and the normative and insti-
tutional character of the agreement.

The international regime for the Non-proliferation of
Nuclear Weapons has existed since the 1970s when the
NPT came into force. It fully meets the criteria of the
regime theory. Most states agree on the principles and
norms under which they are obligated not to proliferate
nuclear weapons but to promote nuclear disarmament
(Paul, 2003). Also, there are international and bilateral
institutional mechanisms that monitor them. In this re-
gard, the role of the International Atomic Energy Agen-
cy is important. It is obvious that the regime is formed
by a liberal logic since, normatively, this regime is based
on the collective interests of its members, who mainly
promote the prevention of the spread of nuclear weap-
ons and nuclear disarmament due to possible harmful
effects on international security.

2. NORMATIVE AND INSTITUTIONAL
FRAMEWORK

The agreement on the prohibition of nuclear weap-
ons is based on the idea of humanitarianism, which, at
first glance, has a different normative character. The Con-
vention emphasizes that states parties to this treaty are

“deeply concerned about the catastrophic hu-
manitarian consequences that would result from
any use of nuclear weapons, and recognizing the
consequent need to completely eliminate such
weapons, which remains the only way to guaran-
tee that nuclear weapons are never used again
under any circumstances " (Treaty on the Prohibi-

tion of Nuclear Weapons, 2017, p. 1).

This new rule directly prohibits nuclear weapons,
unlike the NPT, but the humanitarian initiative indi-
cates that such a prohibition aims at renewed progress
towards comprehensive nuclear disarmament, which
means that, in fact, the normative goal of the TPNW
is not prohibition per se, but disarmament (Herrera
Almela, 2018). Therefore, some contradictions arise:
first, for the proponents of TPNW, the only way to dis-
arm is to ban nuclear weapons, while the NPT indicates
that disarmament will occur in good faith among the
parties to the treaty. Therefore, there is a discrepancy
regarding the way disarmament was obtained, not the
norm of disarmament. Therefore, the TPNW is likely to
seek to create a new normative system based on the
same normative base as the NPT, i.e. the treaty's goal is
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nuclear disarmament, which it places within the same
(UN) institutional framework as the current Non-pro-
liferation regime. Accordingly, the Convention implies
the establishment of a new regime in parallel with the
existing one (Rietiker, 2017; Perkovich, 2017). It is also
important to emphasize that a number of articles in the
Convention refer to the issue of prohibition, but the
definition of nuclear weapons is not given.

The TPNW preamble affirms the NPT's supremacy
to ensure international peace and security. In fact, Ar-
ticle 18 of the Treaty states that "the implementation
of this Treaty shall not prejudice obligations undertak-
en by States Parties with regard to existing internation-
al agreements, to which they are party" (Treaty on the
Prohibition of Nuclear Weapons, 2017, p. 11). In other
words, signing the TPNW should not impede the imple-
mentation of the NPT obligations, but these obligations
should be consistent with the TPNW, which is contrary
to the treaty itself, because some provisions of the
TPNW are not compatible with the NPT, for example,
the TPNW does not recognize the existence of nuclear
weapon states and non-nuclear weapon states, which is
an important basis of the NPT (Herrera Almela, 2018).
The TPNW also prohibits states from deploying nuclear
weapons on their territory, which is not expressly pro-
vided for in the NPT. States parties to the TPNW are also
prohibited from conducting nuclear tests, even though
the Comprehensive Nuclear Test Ban Treaty (CTBT) has
not yet entered into force (Trezza, 2017).

In addition, the institutional framework of the Con-
vention is not clearly established. It does not detail how
to verify the presence of nuclear weapons in non-nuclear
states and the destruction of nuclear arsenals by nuclear
states after becoming signatories to the Convention (Pot-
ter, 2017). In addition, the Convention does not include
a mechanism for adopting and monitoring security mea-
sures, which would oblige the signatory state to destroy
its nuclear arsenal. Article 4 states that if a nuclear-weap-
on state wishes to accede to the treaty, it must cooper-
ate with a competent international body to eliminate its
nuclear arsenal, but, at this stage, it is not possible to
identify an organization that can verify the destruction
of nuclear weapons or to define the role that the Atomic
Energy Agency will play in the process (Herrera Almela,
2018). Consequently, there is no unified approach to dis-
armament procedures, which will significantly hinder the
actual implementation of the Convention.

It is unlikely that the TPNW will be able to eliminate
nuclear weapons, as none of the nuclear powers partic-
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ipated in the UN Assembly vote, and all of them subse-
guently indicated that they were not ready to ratify it
(for the results of the vote and information on the signa-
tories, see Annex B). In fact, most of the nuclear powers
and their allies did not even participate in the treaty ne-
gotiations. Without the participation of nuclear states,
the TPNW is nothing more than an idealistic statement
by international organizations and civil society. From a
theoretical point of view, the mentioned circumstance
is an important obstacle to ensuring effectiveness. On
the one hand, it makes it difficult/impossible to obtain
the consent of the nuclear states, and on the other
hand, it will harm the vision of the future need of the
Convention on the part of other non-nuclear states.

3. SECURITY CONTEXT AND NUCLEAR
DETERRENCE

Since its inception, an important challenge of the
Convention is the neglect of the security and strategic
context, particularly how nuclear weapons ensure the
security of states. Opponents of the agreement consid-
er nuclear weapons as a necessary element of deter-
rence, a means of avoiding conflict and war. Deterrence
is the doctrine that the risk that a country will retaliate
against an attack with the nuclear weapons it possesses
reduces the likelihood of an attack and the intentions
of the source of the threat (Immenkamp, 2021). Nucle-
ar deterrence remains an important aspect of security
policy.

The positions of nuclear-weapon states and their
allies regarding TPNW are close to realist approaches,
as they need to obtain strategic security guarantees be-
fore disarmament, while supporters of TPNW act with-
in the framework of a more constructivist approach,
as shown by their attempt to change the interests of
nuclear-weapon states. Mistrust in an anarchic inter-
national system makes it difficult to convince others to
abolish their nuclear weapons. Failure to consider the
security context would jeopardize the consensus-based
approach used for decades to enhance the NPT's con-
tribution to international security and could adversely
affect future NPT conferences.

Notably, NATO members, which include three nucle-
ar-armed countries — France, the United Kingdom, and
the United States — confirmed in July 2016 that nuclear
deterrence is essential for security and defence and will
remain a core element of NATO's overall strategy (Im-
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menkamp, 2021). It should also be noted that the US
nuclear arsenal is located on the territory of Belgium,
Italy, Turkey, Germany and the Netherlands. If any of
them sign the Convention, the location of the nuclear
arsenal will be "illegal". Such a situation will significant-
ly harm the alliance's strategy in the background of in-
creasing international threats.

Although nuclear deterrence reduces the likelihood
of an attack between nuclear-armed states or alliances,
Russia's war against Ukraine has exposed the real danger
that a state can use its nuclear weapons to intimidate or
coerce a non-nuclear state if this action serves its purpos-
es. The war in Ukraine renewed the debate on the im-
portance of banning nuclear weapons, within which the
signatory countries of the TPNW met in Vienna in June
2022 and adopted an Action Plan to more widely stig-
matize, delegitimize nuclear weapons and define specific
steps on how to eliminate them. States at the conference
agreed to set a 10-year deadline for eliminating nucle-
ar weapons after nuclear-armed states join the TPNW.
However, they argued that the real threat of nuclear
escalation further increased the authority of the TPNW
(Nuclear Weapons Ban Monitor, 2022).

Countering the above arguments, the actual imple-
mentation of the TPNW faces significant challenges,
which can be summarized as follows: (a) In light of the
war in Ukraine, any hope of nuclear disarmament and
a world free of nuclear weapons is a distant prospect.
Geopolitical tensions are driving a seemingly unstop-
pable dynamic toward an even stronger emphasis on
nuclear weapons and nuclear deterrence. (b) Renun-
ciation of nuclear weapons is practically impossible
when particular states, even one of them, consider it
the last hope for achieving their strategic goals. (c) In
addition, such action may have a "spillover effect". Like
Russia, nuclear intimidation may be used by other revi-
sionist states (Iran, North Korea) to pursue their inter-
ests, ultimately negatively affecting the existing nucle-
ar regime (Sinovets & Vicente, 2022). (d) In 2022, nine
countries formally acceded to the Treaty, although the
agreement's authority has increased with non-nuclear
states signing and ratifying the TPNW. (e) The need to
join military alliances has become relevant in the back-
ground of the current war and nuclear intimidation.
Finland and Sweden have decided to become members
of NATO, which is not only a collective security alliance
but also a "nuclear umbrella" for member states, which
once again emphasizes the importance of nuclear de-
terrence.
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CONCLUSION

The paper has examined the effectiveness of the
Convention on the Prohibition of Nuclear Weapons.
The theory of regimes in international relations has
been used to explain and evaluate the topic. The the-
oretical framework has identified two criteria, regime
strength and achieved results, by means of which the
effectiveness of regimes is evaluated. The above anal-
ysis has shown that the real purpose of the treaty is
to force nuclear-weapon states to carry out extensive
nuclear disarmament, but the ban is not an effective
tool to achieve this goal. First, there is a normative in-
consistency in the agreement. The Convention affirms
the supremacy of the NPT, but it contradicts it in certain
aspects. Prohibition of nuclear weapons as a goal ulti-
mately takes the form of nuclear disarmament, which
echoes the goal of the NPT. Consequently, it has be-
come clear that the Convention seeks to create a new
international regime parallel to the existing one.

It is important to note that the agreement does not
clearly outline the institutional framework, the bilateral
or global agencies that will verify, monitor and ensure
the implementation of it.

Enforcing a ban ignores the strategic and security im-
peratives of states and nuclear deterrence. The humani-
tarian initiative is less focused on analyzing the security
context of states that oppose the ban. In an anarchic
international system, obtaining the consent of states
is difficult when there are no security guarantees after
disarmament. Also, NATO believes that the Convention
contradicts its security strategy. Russia's war in Ukraine
has shown that the threat of nuclear intimidation still
exists and may be used by other countries to achieve
their goals. At the same time, it has highlighted the im-
portance of nuclear deterrence. Ultimately, without the
main target (nuclear) states that did not participate in
the negotiations and did not join it, the Convention is
only an idealistic vision of international organizations
and civil society.
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ANNEXES:

Annex A) Nuclear Forces and Nuclear Stockpiles in the World (2022)
World nuclear forces, January 2022
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SOURCE: SIPRI, Yearbook 2022. (https://www.sipri.org/media/press-release/2022/qlobal-nuclear-arsenals-are-ex-
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Annex B) Global Picture of the TPNW

Vote on the treaty text, 2017 m:nnnu,:uﬁ'f
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SOURCE: Treaty on the Prohibition of Nuclear Weapons, by Sciences Po, 2018. (https://espace-mondial-atlas.sciencespo.
fr/en/topic-insecuritypeace/map-4C29-EN-treaty-on-the-prohibition-of-nuclear-weapons-2018.html)
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0060Q0L 9360dd3(0L dAbObI6 3MB3IBBNS (TPNW)
0060330 Jb30WHBN0L FALO3O3doLIHMO?

domood dogomodzomo

bogbmodmbobm ghmogbhmmdgdol dogobnboa,
8530 3m3z0l bogbmodmbobem ybogghboggno, bogobmzgmm

JOLOMIIDN. dmgdnm bsdMmmAadn gobbonamymoas doM3YMN nsMmomol 3Mmdoem3nl gbobgd 3Mmb3gbio-
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Db o 3Mdomazl domm3nmn nsfmamal 877absl, ML, go3MEgmMadsls s 3odmygbgodsl, s8sbmsbasy,
35LbmoL 76730 gM0BoE300L0B0 Y39300Mxde Gongm Mog Amambm3bgol. byjnmbol LommBolgnmo sbs-
mobobonzol dghhgnmos MJx08700L cgmMos LoghosdmmMobm YMonyhomdlddo s MIg080l JBIIBNSbmM-
00l ogmMmoyo sbLbaL 3MoG3M0Y3700. badmadn 33307 0s 08 domomagen AmLsBMgdals gomdgdm, MmA 3mb-
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FLorMNbMYdNLS s LEMIEIaMo 3MBEBIJLEL YaIMgdIMYmMa3s. 3 13905L363MAOL gobLAE 30370
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90b7bg00by, 3Mmb3xbEn0l ddnozsM bazenl Homdmaagibl dnmm3ynman nsmomal 8Jmby Lobgmadhoxzzmgdals dngh
070156b3700L Mo@nBNENMYdsB] oMol ;ngds. ghon dbMmnz, sbomdoymoa bagmosdmmalm LobEgds Lobgym-
dhoxzzmms dmmab Jobob PbmdMMONL s sbodgxEMmanmo bofmaydamob domgdol dysf Loxndlgmb s dgmg
abmnsz, 3mb3363305 o0 3 LENB35BMOL YLOBMNBMgONL FoMbENJOL. BgLodsdnloc, 3Mb336E0s HoMmdmaagabl
Lagosdmmalbim mmMagsbnBaEngdal s Ladmdsmagm Lsbmagsemgdal njysmabiGym bywssl.
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dmEg8nom 6sdmaddn gobbognymons, oy Modg-
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53Mdaan30l dgLobgd 3mb3gbins (390gmaddn TPNW)
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dmmo3oMy3g00l safhygdal 9@s3n0sb, 9357d01M
s 3mmo@nznm HMaaddo sd&onmo gobbom3zol Loge-
b0 gobys. ngn dognado dg3ncs 2021 Henals nsb3sMdn
s 3Mdomo3l doMmoznmao nsmamal dg7absls, 3enm-
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00Mo3m0 0sMmamob 93Mmdom3nls s smdmezbamab
90b6700L dobomHa3s0. 93Mmdom3nl nbognsGn3s, M-
30L 3bM03, g31ndbgxds 398s60@sMaBAnl nggsel, Mmd
00M31M0 05M3M0 3M0L 3SMd5E8Ns0TMN, 5Md3Ndo-
6yMo s dobn godmygbgds 3odmnH333L 39&SLEMM-
B d70093900L 393MdMomdal3nls.

d07bg0350 53nby, dgoobbdgdslt om dgngMmo-
©b96 doMmo3nmo LobgmadHoazmadn (doMmn3zyma do-
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33



https://doi.org/10.35945/gb.2023.15.002

89M033 309dMIF3NX()

5), m3mgoLsg o30LMnso 3gB0 3sbnbobidggdenm-
05 dMMOSMYM0 gobnsMmomyxdnl 3ymboo s nbnbo
bdnmoge 3Mmagmglol dga3gmbgdnl dons3zstm Bobybo
900hb73056 (Fihn, 2017). 505L0sb gMmoo, dmemm
39homedn dnMmm3ym bobgmadfoxzmgdol dmmals o-
dodnmMmmOs gonbBoMmEs s gosddonms doMmm3zy-
mo dmegmbobognal 3hmamsdgdo (Herrera Almela,
2018). dgLodsdnbace, Abgds 30mb3s, 00 Modgbo
sthob dnmm3ymoao nosmamal 93Mmdomsnl dgbobgd 3mb-
396300 9x337&05b0 337o60BB0 daMmaznmo glzome-
300l dgLo3o370mMoE o sMLdmo gdodmE333900L
Lo3slybmeo. dmEgdnea bsdmmadn sg7301mmMns nd dm-
LsbMmydal gomdgdm, Mmad 3Mb37630s 9MOgBIIENSbNY
sbsbymo 30B6700L dnbomfazs s gosbsmabg-
onmons 979980 bodo sMgndgb@o: (s) bmmMABsEoyma
SMomobdndg3mnammoy; (0) nbbEGoGgonMa dgds-
60b03700L Ba3MgOMOS @ (8) danmodsmyMma YLosm-
obmgodols ©s bGMeGInImo 3mbEIFLGHL Y8ImMI-
0JMmMymazo.

1. LYIMONIAMGNOLM MIJNBIBN:
®33JN3360L MIMMND

M9103700L ogmMos Loghmodmmobm Phong-
Mmomogoalb obzndmnbsdo sg@nsmymo gobs d3-
20 Loy3Ybal Bgmg babgzsmdn. Lagmosdmmabm Mg-
7000 sbLBbsLS s gobsMEJdsL 30M3xmMoco 377x3SY
Xmb Mogn, bmenm dg0g3 LE0336 3MALbgMas §o-
MOImoanbs 9.9. 3mblLgblysmmmma gobdsm@qds, Mma-
ol dobgye3znm Lasgmmsdmmalim Mggodo sMal ,,bo-
89mmobbdg30 86 vd30Mmoe godmbadamn 3MnbEn3godn,
bmM3g00, Habg00n, gosHyzg@omadal Bomadals 3Mm-
3ayMyd0n, MmAmIdbaEss oJ&mMmydol dmmmeon-
6700 JM35670L §dmMb3335 LagMmnsdmmmalim Phoo-
96000m0700L 3MB3MaEYM La3nMbMLb Bndommgdom”
(Krasner, 1983, p. 2). d5L50530bs, LagMmnsdmmalim
M33000 gB1dbyds bagMmom dmemenbyol, nb@gmg-
LgoL, 35mME]OYENYO]dOLS s B0ByB-dgEggmoOMam-
00b. mEg87ao Habgdo o 3MmExENMId0 dgo3mgbsl

obgbl Labymahoxramms J3d3s13, do©shyzaG0my-
00l domgoab 3Mag@n3nmmdshy s gMoMdMN30 go-
dm@Eamyonl sgmm3gdsty (Herrera Almela, 2018).
mo@gmoGMmodn 033000905 Loghosdmmabm Maso-
3700bscd0 Lsdn doMmooso dogagmds, MmAMIdNS
96M35690m0ba8506 goblLb3zs37ds NbLENGNENMbSMON-
B00b bomobboo s M31080L, MmgmMg Logmosdm-
Mmobm 0bLE0ENE0L, 8603365MmmdNL gobLb3s3707-
o bge3znm (Hasenclever, Mayer, & Rittberger, 1997).
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Mgomab@nmn doagmds 5J3abBL 8390090L dognals
3Mnds@&bg, MmA dogmob 3osmemdnomods dbmazmom-
30 goblLsbmzmazl My3000L gx377E0sbMBSL; Bamamo-
0gMmaeyMmo doagmds — Labgmadhozmos 3mmado-
M 0b@gMmaLgdby o 0sbsddmmammosty, bmanm
3mbLEMYNIBGN30LbBYMo — bmgosamnmo YMonoghorm-
090Ls o dJEMMIdal nyb@mosHy (Hasenclever,
Mayer, & Rittberger, 1997).

Logmansdmmabm My108700 8603369mmodSL ndg-
6L mfo dndsmogmydnm, 0y Medgbs JBIJB0S-
bno (effectivness) sb Modgboco 3@ 30375 (robustness)
030. M33000L L0dE30E) 8obobsbmzmMads dnlo bsb-
3Mdmo3mdnms o goddmgmodnm LoghosdmMmobm
890m§393700LoA0n (Powell, 1994). Mg1008300L 0gm-
Mmool dnby3nm godmaymazs mMo 3mo@gmondo, Mm-
dgmmo 90bx30m03 Bobgds dosmn gxBgdENSbMdS
(Underdal, 1992). 3o0f33mon 3Mmod&gmondol — ,M370-
9ol LondanogMmg” (regime strength) — dobg3nm, Mg-
200700 9x333&00b0s 35806, MmeaLbsg Lobymadfoxm
5J@mMydal PAMozmalimods gomobbadgds goMm3zgnm
0aLg0LS s BM3goL s god8al dom; dgmMyg 3M0d]-
Moydol dobge300, gB3dGNSbMdS gdobobsbmzmmgods
domfoyamo 3nBbyoal s6/s dgLMyegdymo 33a-
09700L dobgce3no (Hasenclever, Mayer, & Rittberger,
1997). dm3gdnamo ogmMoymo hshm st odmg3e
LodamgdSL, Mmd LMymo dgxzsbogl 2021 Hamb
dommodn dgbyano dgoobbadgds dgmMyg 3MoGgmaondal
Loyd3zgmby, Maasb gl 3gmomen oM sl by3de-
Mmobo bgendgbobgdn dggagdal dnobomPazsc. doybg-
05350 580by, bsdMmAd0 53333630 35370073010 0gb63-
00 30M33mm 3Mmo@ymondby s, sbg3], dgmsbbdgoals
bmM3s@0ym s nbLbE0GNENYM babosonby.

ooMmm3nmo nsmamals goy3mEamadmmonl bog-
Mmosdmmobm Mgxg080 sMLgdmdL 33-20 Lyyinbal 70-
0560 Hemgd00sb, MmegbsE dogmadn d330cs NPT. ngn
LMY 8385ymaznegdL Mgg080lL gmMmoal 3Mod)]-
M07d0L. bLabgmafoxzmms NBM3EgLMOS MVbbIA]-
00 008 3MnbEn370Ls s bmMAgdby, MmAmal dobgco-
3000 3500 99300 30MEIOYMIOS — S Fod3MEImMb
00MmM3mn 0smamo s bgmo dgyhymb domomzym
890605Momadsl (Paul, 2003). sbg3g, oMbgdmMoOL bog-
Mmosdmmobm s mm3bmozn nbLEGoGNEoMa 877o-
60b3700, MMAIMgd0E 9§36 8o Ambo@mmnbal. 5a
dbMmn3, 3603369em35600 LagMmmsdmMabm sEmadyMma
1969Ma00L LosgabEmML Mma. vd3oMss, MmA MJg000
hodmysenndgdnmons modgMmomynmn cgnmaniznom, 30-
6506 bmMds@nnmog gb M3yg080 J3ndbjds dobn
023Mad0l  3memad&onm 0b@amgLgdol, MmAmIgdns
dofomss Laghmsdmmobm Yboxmobmydsty dg-
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Lodemm 38367 BydmJdgegdol gsdm doMm3ymo 0o-
Momol go3mEgmgdol 3MJ336300Ly s doMo3nmM
890605M3MadsL NHymodgb bgabs.

2. 6MM3ZONIN LY N6LONOIBNIMON
RYMAN

dnMmm3ymMo nomamal s3mdom3zal dgbobgd dgos-
bbdg0s gxBYdbldy 3ndsbn@Eomabdol nggols, MmAg-
mo@g, 9hono dgbg3nm, goblbze370m bmmads@onm
boboosob s@&omgodl. 3mb3gbinal BgmMgy ;o3dn bsb-
3oLy, Mmd ,08 bgmdgimymgdol dmbshomyg
LobgMAfoxrmydN... MAsE sM0sb dxdxzmmnydymbo
00 35@oLEGHMmMxyymo 3ndsbodomnmao d3gg700m,
Mo dm3y3gos doMmom3zymo nsmamol godmygbgdsl
5 3MNMY076 58 noMmamal LMo smdmasbzmal
Lagnmmagosl, Mog MAJdS 0ol gomMsb@o, Mma dn-
Mon3ymo nsMmomo sMmobmegl ngdbgds bgmobmys go-
dmygbgonmo” (Treaty on the Prohibition of Nuclear
Weapons, 2017, p. 13). gb sbosgmao Hgbo 3oMms3nm
3Mhdomozl  doMmogym  ooMmomb, adobLb3szgdom
NPT-bgob, 0mdEs 3n8sbnBomnmo nbogns@n3s do-
700mgoL, Mmd sbgoo 93Mmdomss GnBbos absbaszl
3obobamgdnm 3MmgMmall xwsmoim doMmm3nmo go-
boomomgonlygb, Moz 60dbogl, MmA Lnbsd3znmydn
TPNW-0l bmMds@onmo 30Bsbo stals sths ;msznbons-
300 o3Mmdom3zs, oMoy gobnomomgds (Herrera
Almela, 2018). dgbodsdnbo, Abyds goM333nmo
P0bsomBgamdgdn: 3nM33man, (39M 303m37 dgmmMg)
TPNW-0ols dmdbmggdalbom3ol goboomomgdol ghoo-
©gMmon gbs shal dnmo3znmo nsmamol s3mdomsy,
bngnm NPT 30100001900, Mmad gobosmamgds 3gonm-
Loboboghoe  Homodosmmgds  bymndgimnangdals
dbsmggodl dmMab. vJgsb godmdnbomy, sthals dg-
bs0SAMOS dobnsmomgdnl m3m3300L gbobomob
0535380M70000 s My gobnsMmomgdol BmMmTsLonsb
0535380M70001. 577506 godmacenbamg, TPNW, bo3o-
Mmonme, 3enmmol dg3absl sbsga bmmads@onma
LoLEgds, MmIgmoE EsBYdbxdnMNs 03537 bmMAs-
Gonm d3bsbg, Mmagmmi NPT, 567 bgandg3myamgodal
30%560 sMmab doMN3nmMo gobnsMmomgds, MmMAgmULss
5Ysmmnogol 08537 (8ogMmb) 0bLEEGYE0YM LobEg-
0500, MmagmMmE 59195006 gmo gon3mEamgdmmonl
Mgg000. 0d5LodsBnboE, 3Mb33b630s adnmalbdmol
sbagno Mg1000L Asdmysandgdsl 1337 ShLgdmab
3ofmomgmnmoco (Rietiker, 2017; Perkovich, 2017).
096033630mm35605 030l bsbgoLdss, Mmd 3mb3gxbn-
5don dogano Mogn dnbamgdon gbgds o3mdamsals bo-
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3000bL, 0ydgs doMozymo nsMmomol gobdsm@gos
dmEgdyamo oM stab.

TPNW-ab 3035801 s3sbEnmgdol NPT-ab nbg-
Bogbmosl LogmmsdmMmolm 8d30eMo0Ls s Ybo-
BMobmydnl nBMY633mMmLoymBse. Bog@mdmMn3sco,
bgmdgimmmgdol 93-18 dnbmdn bosmg3sdns, MmAI
TPNW-3 ,,0600 nbcs dgmobmb dmbofoang Loabgemadfo-
xmgo0b dngf Ba3nlMo 35MExdYMId]00 SMlgdNmM
LogMmonsdmmabm dgmebbdgdg0mMsab y3s3d0Mydnm,
Mmmdgmms §33Mxdng obobo sMosb” (Treaty on the
Prohibition of Nuclear Weapons, 2017, p. 22). bb3s
Lo@yzgono Mmd 30033500, TPNW-B3 byemdm§gmasd
o Mbo dgomgmbml NPT-ols 350emgdnmadgo0l
dgLbfmagds, GogMod gL 30ME]xOYMId]00 1bY
079L005070mgls  TPNW-U, Mmog 9h0bsomB8myagds
0035 bgmdgimmmgdsl, Moagsdb TPNW-ob bBm-
80900 10O sM shal 0o3L7d5n NPT-bLo;sb,
dogomoomsce, TPNW s gbmol dnMmoszynma asmamab
dgmbg LabgymMmafoxmgxdaly s sMadomm3zymoao Lobg-
andfoxzmgdol smLydmMOsL, Mmdjgmog shols NPT-ab
0600369amm3560 boxznd3zgman (Herrera Almela, 2018).
TPNW, sbg33, 3Mdomo3l babgmadfoxmgdds gobomes-
3Lmb doMm3nMN naMmomon Lagyosm GamodmMmashy,
Mmmdgmog 3nMesdnm s smal goo3smabHnbydy-
ano NPT-3o; TPNW-ob dmbsfoamg Labgmadfomgdl
93Mdomgoom damm3zymo GabEgool hsGomadsg,
9076700053500 08nby, MMA ym3zmaldmag3gmo dohom-
310 BgLG00L 3Mmdoamsnl byemdgimyangds (CTBT)
X360 o sl dognsdo dgbmamo (Trezza, 2017).

gofMmey s8nby, 3mb3gbsnol nbLEGNGMENNMa ho-
mhm d3ox30meE 30 sMol Asdmysmodldnmo. 030 ©7-
Gomymae sM nm35eobfobgol, oy mMmagmm b
070mH3cogl domm3ymo nomamal sMLdMOS sMhydo-
Moz LobgmaHoxzmgddo s 83 sMLgbsmal gobs-
©anmgds dnmm3zymo J37ybgdal dogfm Aol 303,
o3 0bnbo gobadnsb 3mb3gbinal byedmdfhymban
(Potter, 2017). s3sbmnobo3y, 3mb3gbinsdo oM oMol
890135m0bHnbgdymo nboxzmmnbmydals BmAgdol do-
m700bs s dmbo@mMmnbgnl 89JoboBdn, Mmajymog
03335MEJ10YmMIdL bymdmdfym Lobymdhoxzmlb —
8o0boagnmmb domom3zymoao sMhbgbsema. dg-4 dybano
5336L, MM oy doMmn3zymo nsmamals 3Jmby Lobg-
andhoxzmb byMmb dgngmogl bgmdgimnmgosl, sb
160y 010156583MmMAMmmb 3M337@36E M Logmosdm-
Mmobm mmagsbmbonsb dnmm3zymo shbgbsmal smdm-
Loxbzmgmoc, BogMod, 58 g&s3by, dgndmgdgmos
obgon mMasbnbBosnol nwabEnxznEnMyds, Mmdgm-
Lo dgndmons 8osAMHAML doMmo3znmo nsmamal
39050031M700 36 gobLsbmzmml Mmoo, MMAJMLSG
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SEmadnMo gbgmanal Looglab@m sbfmydl 58 3Mm-
39Ldo (Herrera Almela, 2018). dgLodsdnbo, gobno-
Mmomgdal 3MmEyEnmMgdBy gmonsbn doagmds oM
oflbgdomodl, Mo 060336gmm3bae  EISOMIMMYdL
3mb336300L MysemyM n33eMx376EsE0L.

ba3mgos Logzsmsyms, Mmd TPNW d3dmagol
Smdmazbzmals doMmoznmo nsmsmo, Moasb sMmis gMm-
005 00MN3nMAs LobymadHoxzmad s doomm dmbafo-
mgmods gogmmb sbsddmgal 39630Lbymsdn s y3zgms
050350605 d78c0gmaddn donomoamys, md sM oym dbs
dobo MoEoxnEnmadabozal (39630LyMal dggagdo-
Lo o BgamdmaHgmo dbsMygoal dgbobgd nbazmmado-
300Lm30L 0b. sbsthmn 8). BoJEMOMn3s, daMmo-
390 Lobgemadhoxzmgdabs s domn dm3szdnmygdal
197&Lmods oM 30 Ambsfomgmd s Bamdgimnmag-
00l Amma3oMo370790d0. domm3yma Lobgymadhoxzmy-
00b AmbsHoamgmodal gomgdg, TPNW Lb3s smozginy,
01 5My Lvgmosdmmabm magsbnbBongdals s badm-
Jonagm Lsbmagsmgdal ngamobEymo gobibacg-
05. MgmMoymMo $homnsb, sbndbyma gofmgdmgds
060093690 m3560 sdM3IMMY0Ss JB3TE06MdNL b-
MYb3gmlbsymazsce, gmon 8bMng, shommgdl/dgnd-
m9dgmb bl doMmo3znmo J33yb300l 0sbbadmonl
dm3m3900l o Agmtg BbMn3, ssBaMmsmadl Lb3s
shedomoznmo bLobgmdhoxzmgdol dbMosb 3mb-
396300L LodmAdszmm Logomgdol by3sb.

3. 3LIBMAMbLMIBNL 3MEGITLON
©9 50M0N3IX() dI33330Y

3mb336300L 860336gMmm3560 godm§3g3s, Tolby
d90omonb 39MomEnsb, shal Ylsxzmmnbmydabs s
LEMSGIZOVMO MbBGIJLGL YFIMIOIMYMBs, 39M-
dmeo, ndabs, oy Mmamm YBMN633MymxiL doMn3y-
o 0shamo Labymadfozzmoms PLlaxrzmbmydst. dg-
05b6b3700L AmMGobsomdgagxdn domm3nm 0sMmsmb
893932000 593009 JMIFIbGoE, 3MmbBmadGobs
5 Mm3nb 01530056 530700l bydysmgdsc 8nohbg-
396. 9303709 oMol omd&mnbs, Mmdmal msbobdaco,
Mmoo 0doby, Mm3 0o3sLBANLLL J37Yysbs Lo3sly-
bm d00Mmo3nm nsmomb godmaygbgol, mmagmbsg
BmOb, 5330MJdL 0153sLBANL SEMOSIMOSL S b-
BMobol Hysthmb gobBMmobzgol (Immenkamp, 2021).
00Mo3nM0o 97393700 33eMa3 MAgds YLsxzmmbmgdal
3mao@n3ob 860336750mm356 sL3gdEoco.

00Mo3nmo nomomals 3Jmby Lobymafozzmgoals
©s dson dm3s3dnmggool 3mbBoiEngdn TPNW-Losb
0339330M70000 sbemmULoss Mysmobi@nm 8ocagmdgod-
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056, Myasb dscmszal 3homMmodg@nmos doommb
LEMIGI3OYMO PLoBMNBMYOOL goMobEngdn go-
Bboomomgdsdg, bmemm TPNW-ol dbsmsddgmadn
Ixmhm  3mbLEMNIB030bGYmo doEamdol  BOMa-
@080 dmJ07q036 (Mol BomBs gegmMmmdsd sh3g-
6s) — 97335MmMb doM3nMn nsmsmal djmbgy Lobg-
andhoxzmgadol 0b@gmglgdn. LbB3s Lobgmahozmms
0005 YbomdmMmmods sbamjonm LoghosdmMmobm
LobEGJ8sdn SMMMgdL Foon ESMHBNDBxOLL, MoMn
0J356 d00Mm3nmM 0smamBy. NbogMnbmydals 3mb-
&9 0L gonmM35mMabHnbadMmmods Loxzmmbgl dgnd-
960l 3mbLYbLYLLY OxdbydnmM dngmdsl, Mmm-
dgamog  3odmoynbgds  sofamgnmgdol  dsbdogmby
NPT-ob §3enognals gobademangfgdmo bagmmsdmon-
bm YLbsBMNbBMydSIn s dgndmads NoMYmMaNMNSE
0dmgddgcemb NPT-0l bodmadszsmmm 3mbxgmgbingdby.

smbobndbozns, MmMA boEmL §a3Mgdds (3gMdmeo
30, Ls33s doMm3YMDS J39Ys6sd — Loamsbggmas,
899M00567079mMBs LOFJBMAI s 533-3) 2016 Hoamal
03e0obdn ssEsLENMaL, MmAd domMm3ymo dgle-
3700 oMmbgdnmo G0shbnso PLaxzmMbmgdals o
0030533060306 S 030 EIMAJOS BoGmML Lagmoim
LEMIGIa00lL doMmomoo Jmgdgb@oce (Immenkamp,
2021). 9bcs snbndbmb nbs goMmygdmgdss, Mmad 5dd-ab
oomozymo shbgbsgno gobmoggdnmoas dgaagnonl,
0&omonl, oMmdgoal, ggmdsbonls s bBoymme-
6700l BymoBmmoshy s 08 dx8mb3g3sdn, 00y Mm-
dgmondy domasbo byl dmshgml 3mb3gbiznsl, oo-
Mo3nmon smbgbsmal goboggds ,oMomagsmymn”
094670s. sbgon Ggmdsmgmds 3o 3603369mmm3bsc
33bBMamMadL seMmnsblol LEGmMOBGIansL Loaghosdm-
Mobm bLoxzmobgydal BMol BMbBY.

donbgozs ndabs, Mmd doMmo3znmo d7303700
5830M70L doMmozymo naMmsmals AJmbg Labgadhoxm-
90U, 56 3gn0sbLgdL dmMol o3ILBANL SEMBSTIMBL,
MLgoal MAds P3Monbal Hobssmdwya godmazmnby
MgomyMmo oMby 0d0by, Mmd Labgmadhoxzzml dgnd-
0d 0153006 ABEMOIMM0Osdn shlgdmn dnMa3NMN
0530 8o8mnygbmb shsdnmm3nen J39ybals dndomon
05d0nb67000L 56 ndymydol nBbom, 0130 gL YISbsL36Y-
ano dnb 30BbgxdL gdLobyMads. P3Monbsdn mABs gobos-
sbams 305700 doMmM3NMN noMmomal y3mdomsnl
0600367mMM0OsL0BD 393007000, Mmool BoMa-
ag0doi TPNW-b bgendmadfgfo J33ybgdn 2022 Hamals
03600Ld0 396580 3703MN0B76 s dnnmgl LudmJdgom
333805 00Mm3nmMo nsmsmol yBmm BosMmome LE0g-
05®0b700L, gmaa0@ndsEnal dglbobgd s goblLe-
Bm3mal 3mbiMg@ymo Bsdaxgdn, oy Mmgmm Nbs
somdmogbzmol ngn. 3mbygMmabinsty Lobgmdfoxsm-
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900 8905663636, MMT EssHalmb 10-Hemosbo 30000
00390 05Mamal smdmboxbzmymo, MmEgLys
00fMo3ymo dg00Mamadma Lsbgmadhoxszmgdn dgy-
9710056 TPNW-U. 535Lmsb, doon shagndgb&om
003y glzsmosnal Mysemymds Loxzmobgd 3o-
33 13Mm gsbames TPNW-L s3@mmodg@o (Nuclear
Weapons Ban Monitor, 2022).

by0mm smbndbymo sMmandgbBEgdal Ladomfm-
b6y, TPNW-b fMgsemnfno 083egd36@s3ns 3603367-
mm3560 godmf333300L Hobodgs, Mmdmgdois dg-
0cgabsn0Mmoco dgndmgds Asdmysmnodgls:

(o) 13Msonbsdn m3al MBBy daMm3nmo gobno-
Mmomadols s dnMm3ymo nsmomaligsd omo-
30byxsmo  Lodysmml  bgdnLbdngMo ndjyn
dmMgnmo 39ML3gJE03%5. dgMm3mao@ngymo
3dadnmmdy 0§333L, ghono dgbye3zom, dgn-
hgMgdgm ©nbs3035L doMmo3mM nomambs s
doMmm3ym 8730330519 3033 IBMM dgmogho
2J336&0396;

(0) domm3Ym nomomby Yomob ondds 3Moddn3y-
moE d39dmydgmos, MmEaLsg 3mb3Mady-
o LabgmadHoxrmydn, bsEg ghon dosmas-
b0, oL 73960L369em 0n07oE doboboosl
Lagyosma LEMSEIgMo B0Bbydal daobom-
§a30w;

(8) oMo odnbLy, obgo Jogegdsl dgLboadammos
3Jmbgl ,,300m3Mal 3x33dB0". MyLgomal
dbgo3Lo, dnMmM3Ym ©sdnbldsl dgbsdenmy
dodofhomlb  Lb3s M730BoMboLEYEMTs  bo-
bgmadHoamgddsg (nMobo, AfMommgo 3m-
Mgo) Lagyosmo 0bBgMgLgdol gobLabmmso-
JMgomoE, Mog Lodmmmme NoMymaBNNSE
00m7J370090L sMbgdym domm3zym Mg100Y7
(Sinovets & Vicente, 2022);

(©) 2022 Homb @bmo g33ysbs mayzoEnsmnmMo
domngfhones byendgimymgdsl, omdgs dgome-
bbdg00L s3BMMoBGgBn gobMmomons sMdo-
Mmo3nmo Lobgmdhoxzmadal dogm TPNW-UL
bgmamHaMmobs s Mo@nanzomldol 3mbby;

(9) oMULgoymo M3nbs s doMmo3Ymo esdnbjdol
x3mbBy comal Habmogdn owas Lsdbgmm
5mMnsbLgddn gohx3Mnsbgdal Logommgds. ai3o-
B985 o d3700785 goshyszn@gl godbs-
M0y3636 6o@m-L Ha3M0 J33ybgdn, Mmdgmog
oMo dbmmmeo 3mmagd@onmo nbsxmmbmgdals
5eMnobling, sMydgc ,,00MmM3mMo JmmasEss”
§a3Mo LobgmMAaHoarmyxdalm3anl, Mog doMm3y-
o 89393300L 5JGYomMdSL 300093 JMbIM
1L359L bsbL.
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dmEg8nm 65dmaddn gsbbommymo oym doMho-
390 0sMmomal  93mdegn3znl dgLobgd 3mb3gbisnol
95337&056mo0b byznoba. 01780L gmmanmo sbLbN-
Lo o FgBBLYONLOZ0L godmygbydymo 0gbs Maso-
39006 ogmMns LaghosdmmMobm yMoogmormdyddon.
ogmmoynmds hsmhmd godmizgos ab mfo 3Modg-
Mmoydon, Mgg0080L Lodmogmy s domfanmn dgcg-
3300, MmAgmms LadomIdoMsEg Bdbgds MJ1007-
00b 9x337B05bMdS. Bgdmo sbndbymads sbsgnnBads
sh396s, MmAa bgmdgimymagdal Mysemymao 30Bsboos
— 30dmmb doMosznmo nsMmomol dJmby Lobgemafo-
Bmy00, Mm3d gobsbmMmEnymmb omom doMmomsymo
89005MaMads, 01Y3Es 83Mda3s oM shal ga397@ns-
60 0bLEMNAI6EN 58 0Bbol doLomfhgza. dmszom
bom3zgbo 0ng3ohbns  d7mobbdgdsdn  sMbgdnmon
bmM3s@oymo sMa;sbdndgzmnmmods. 3mb33bins
SsbEGMgdl NPT-ob nbybogLbmdsl, 0ndgs goM33g-
1 sb377@70d0 gHnbossmdyagds dob. domo3znmon
03Mmamal 83mdog3s, Mmammi dnBsba, Lodmmmme
00Mmo3nmo goboomaomgdal Labgl ndgbl, Mol gbdns-
6905 NPT-0b 80BobL. dgbods8obo, boormo godm-
hbs, MmMA 3mb3gbins 3nMmOL d7Jabsl sbseman
Laghonsdmmabm M3z000 N337 SMLYONMOL 3sMogmy-
ayMo.

96009369amm356005 50M0b603OML, M3 3x015b6bAJdS-
do 930x130me sM sl gedmzzgonmo 0bbEGoGygoyMa
hothm; ol mmMadbmonzn 56 ganmodsmyMma LosggbEm-
7900, MmAmgdnE gobobmmEngmgdgb d78mGagosL,
amboBmMmnbaly s NBMYb63xMymazgb dgmabbadgdol
dgLMyaMgodLL.

a3Mdoan30l 00mI0s YBYMIOIMYmMBL Lobyam-
dhoxzmydol LGMLBIYM s YLsBMNbmMgdol 00-
39M3@0370Ls o dnMm3nE d9303705L. 390sb0@o-
Mmymo 0bogns@nzs bazmadse mmngxbE&nmgdnmons
3ooobomabml 03 LabgmadHhoxamydal NLosBMbm-
700l 3mb@adbBn, Mmdmadois 990055 Ia]0050
53Mmdogm3sl. sbomjoymm Logmomsdmmabm LobEgds-
do LabgmdHozmons MsbbIMmdOL domyxds Mooy,
Mmmgbsg oM sMbgdomol Pboxmmbmgdal gomsbdo-
700 8sbnsmomgodnl d38aa. sLJ3g, AfMomMmm-3@)-
mabGngnmo semnsblbo doohbazL, Mmd 3mb3gbins
99006s0mA3ya70s ol BngMm dg0nds330mm boMm-
obmgydal LEMSEIZNSL. MYLgoal MAds YIMS0bo-
do godmozmnbs, Mmd oby3z sMbgdmOL doMom3ymo
5906700l LoxzMmoby s, dgbadammy, Aol bb3s J33-
yb7038s3 9n8smMoIMb Mo3056000 80B67d0L Bobom§a-
3500. 535bmM1bs37, 3odM33300 doMmm3zymoa 373539000
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0600d365@m0s. LydMmEmm ¥o3dn, d;s3oMmn LOnBby o s Foygmobyb dsl, 3MbB376E0s HomAmoagbl
(doMmon3zymo) Lobymadfoxszmgdol gomgdg, MmAmId- dbmenmee bagmmsdmmMmabm mmagsbobongdals s be-
953 oM donmgl dmbofomomods Fmmodsmy3gdgdda  dmdsmagm babmgosemadal ngsmab&ym by3sl.
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ABSTRACT: The space in which higher education institutions thrive is fast changing, and the demands and

expectations from society are rapidly increasing (Hazelkorn, 2015). A wide thirst for 21st-century skills, the connec-
tion between research and development, the need for innovation, knowledge transfer, and stakeholder networks
have raised the interest in collaborative learning within HEIs. This is therefore propagating a desire to do more with
less as public spending on the education sector continues to dip.

To this end, collaborative learning or otherwise referred to as cooperative learning, becomes a low-hanging
fruit to explore in the circumstances satisfying both the needs of the institution (Knowledge generation) and of
those that embrace it (innovators, employers, governments, etc.) to obtain the benefits of the valued life-trans-
forming education. Through this study, three objectives, which include: — ascertaining the ability of lecturers to
manage collaborative learning environments, establishing the need for institutional frameworks for collaborative
learning management, and ascertaining the effectiveness of curriculum design and management in ensuring col-
laborative learning, are investigated. Literature on these aspects is elaborately reviewed to answer the research

question.

The study makes a case for the need to build the capacity of lecturers to enable collaboration among learners.
It also identifies a need for institutionalised practices to embed a collaborative learning atmosphere as well as an
integrated curriculum design approach to make learning content more exploratory and time relevant.

KEYWORDS: COLLABORATIVE LEARNING, FUTURE OF LEARNING, 215™-CENTURY SKILLS, INDUSTRY-

UNIVERSITY RELATIONS.

INTRODUCTION

Collaborative learning in higher learning institutions
is fast attracting the attention of scholars and third
parties, including communities, business players, and
governments. The motivation ranges from the thirst to
develop future-ready players, fast-changing dynamics in
all fields of life, as well as the need to improve post-uni-
versity collaboration through business and community
initiatives in a world of diversity. The contribution to-
wards a better tomorrow is partly a role. Universities
can play through institutionalising collaborative learn-
ing while doing instruction.

GLOBALIZATION AND BUSINESS #15, 2023

The method is seen as a tool to inculcate the
much-desired 21%-century skills, including critical
thinking, communication, creativity, problem-solving,
perseverance, and collaboration. Through University
level group work, where students collectively work on
assignments, projects, and initiatives and are tasked to
make presentations in this direction, these could enable
and inculcate collective responsibility and accountabil-
ity among learners, which inadvertently builds abilities
to collaborate for tasks and challenges outside the con-
fines of the University. In addition to this is the connec-
tion between research and development, the need for
innovation, knowledge transfer, and stakeholder net-
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works, which raise the interest in collaborative learning
within HEls.

To this end, this paper seeks to analyse the specific-
ity of managing collaborative learning in higher learn-
ing institutions by conducting a literature review. This
views the readiness of the lecturer, available institu-
tional frameworks, as well as the structures of laid-out
curricula.

Theoretical focus

Four distinctive theories influenced the study. These
include: the social interdependence theory, which
views a group as a dynamic whole; the cognitive-devel-
opmental theory, which underlines the importance of
peer interaction in learning; the motivational theory,
which addresses goals and rewards in group dynamics;
and lastly, the behavioural learning theory that views
the relationship between external reinforces and ex-
trinsic rewards.

The inter-relatedness of these theories in develop-
ing this education management business decision-mak-
ing model was pivotal to the success of the research
offering viable attachment to the observations made
through the study. The choice of multiple theories to
focus this study on was largely based on the varied in-
terpretation of collaboration, interests of stakeholders,
and motivation factors.

Methodology

The research analysed the specificities of managing
collaborative Learning in Higher learning institutions. It
used a literature review approach to identify, classify
and interpret research on the subject matter. The review
was made from a wide range of resources on the topic,
both published and not published. Particular reference
was made to thematic works explaining the research-
er’s philosophy and focusing on the keywords. In order
to compile the literature, both Ebscohost and Google
Scholar were deployed as the primary catalogues. It is
after this that comprehension, analysis, synthesis, and
evaluation were done to generate findings.

Three objectives were set to ascertain lecturers'
ability to manage collaborative learning environments,
establish the operational, institutional framework for
Collaborative learning management, and ascertain the
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effectiveness of curriculum design and management in
ensuring collaborative learning.

Against these objectives, the following questions
were set to guide the study.

R1: Is professional training relevant for collabora-
tive learning management?

R2: Are institutionalised guidelines instrumental in
driving the goals of collaborative learning?

R3: How can collaboration be reflected in curriculum
development?

Findings and discussion

Understanding the concept of Collaborative learn-
ing.

Laal and Ghodhsi (2011) define collaborative learn-
ing as an educational approach to teaching and learn-
ing that involves learners working together to solve a
problem, complete a task or create a product. The term
is often used interchangeably with cooperative learn-
ing, and the approach is widely considered a panacea
to solving the problems of the world in which we live
today by creating the right mindset amongst individu-
als for the common good (Johnson, Johnson, & Roger,
2014). The literature analysis was undertaken in a par-
ticular order as per the questions.

R1: Is professional training relevant for collabora-
tive learning management?

Unlike lower levels of education across the world,
oftentimes, university lecturers dive into their jobs
without prior professional training in classroom man-
agement but on the merit of their academic perfor-
mance in the fields of their specialisation. These are,
however, at the forefront of the learning journey for
their students throughout this level, ushering them
into the world of work. As a result, lecturers deploy a
multitude of teaching approaches based on their own
past experiences (Evans & Kozhevnikova, 2011). While
collaborative learning research suggests, it is very effec-
tive in preparing learners for the world of work where
teamwork is a required skill and performance indicator
(Slotte, 2004). Given the level of preparation required,
lecturers prefer not to deploy it in their work methods.

Ordinarily, lecturers in the course of doing busi-
ness and taking on multiple classes tend to take the
conservative path characterised by individual workings
through tests and examinations. These deprive learn-
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ers of the opportunity to do peer interactions when
attempting tasks, especially those that require deeper
discussion and assessment of the environment in which
they survive and have the liberty to interpret it variably
and have a scale of unique positions on a common as-
pect. The situation is not helped when a subjective as-
pect of a study is assessed by a conservative lecturer
who wouldn’t tolerate open discussions, perceptions,
and appreciation of the matter.

A multiplicity of challenges facing the world today
requires diverse approaches with collaborative input.
Peck and Tucker (1973) summarised a couple of earli-
er research on the subject of teaching, suggesting that
teachers’ attitudes and beliefs towards their learners
and other people and the whole idea of learning great-
ly influenced their approach to teaching. Although lat-
er, interest moved to incorporate cognitive aspects to
teaching, collaborative learning takes more of all as-
pects into perspective. Interdependence, individual ac-
countability of both lecturers and students as well as
interaction are key aspects to ensure effective learning
(Johnson, Johnson, & Roger, 2014).

Therefore, changing times dictate that universities
alter their way of teaching to what is considered more
constructivist and collaborative (Garrison, 2016). This
brings in the student-centred approach, which could as
well focus the lecturer on special training for purposes of
handling individuals in a class with a personal approach,
especially in the current times of the information age
(Jumani, Malik, & Akram, 2018). Universities have tend-
ed to undertake this role in standardising their teaching
approach to position differently in a competitive space.
However, going by Sloman’s (2006)description of the
training, it encompasses the need to get both hardware
and software tools to perform workplace duties well.
This obligation is much more demanding and extensive
than a few tech software classes would provide.

The skillset needs, and the gap created by chang-
ing trends is placing compatibility pressure on the older
generation of lecturers. Gillies & Boyle (2010) identify
a couple of challenges in the way of management of
the learning process, which include but is not limited
to monitoring students’ on-task behaviour, managing
group work time, and providing relevant materials,
among others. Ruys et al. (2012) cite the low level of
attention given to the preparation of learning materi-
als, as well as the grouping of learners without offering
them the guidance required to collaborate effective-
ly. Another study done among secondary and primary
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teachers exhibited challenges with organising students
to enable them to execute collaborative tasks success-
fully. This, too, points to multiple gaps (Blachford, Kut-
nick, Baines, & Galton, 2003). It is evident, therefore,
that lecturers would require adequate training to reg-
ister effective delivery and empower learners alike for
both the foreseeable and unforeseeable future as a first
step in learning to collaborate.

R2: Are institutionalised guidelines instrumental in
driving the goals of collaborative learning?

Education institutions at various levels tend to in-
stitute acceptable and unacceptable standard operating
procedures to ease implementation, monitoring, and
evaluation. While as observed above, University lectur-
ers tend to have the liberty to choose from an array of
methods without specific limitations. The onset of in-
terest in collaborative learning by Institutions of higher
learning brings with it a need for restructuring toward
the demands of the day, dropping the old-school ten-
dencies for more competitive and dynamic ones that
enable the wholesome development of human resourc-
es (Pijano, Scott, & Knight, 2014).

This raises the question as to whether education
institutions can measure up to the demand for evolv-
ing needs of collaboration by instituting mechanisms
that will see them serve optimally as expected by their
stakeholders. Changes in operations and structure are
key to this end to inform the new business models. The
present times see greater expansion, new school pro-
files, wide scope of programs, a mix of student profiles,
and uptake in technology advancement, international-
isation, administration, and instruction models, as ob-
served by the sector feasibility study report by Tremb-
ley et al. (2012).

Johnson et al. (1990) stress foundational elements
upon which structures can be built. These elements
include positive interdependence, face-to-face that
promotes interaction, individual accountability, inter-
personal & small groups, as well as the group process-
ing of the learning experience in which learners are ex-
posed by their lecturers. To this end, a relatively new
conceptualisation of education as has been known is
embraced, pronouncing the integration of factors such
as social interaction and socio-political aspects in the
school environment, thus the institutional metacogni-
tion education management business model (Labarre-
re, 2016). This change, however, must have an institu-
tional dimension making them (HEls) tend towards a
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clear structure and norms to inform decision-making in
the entire education community (Miranda, 2002).

The HEIs would have to strategically associate
themselves with a cognitive process of problematisa-
tion, prioritisation, and design of improvement actions
which different teams should be able to monitor. Some
scholars refer to it as organisational learning (Senge,
1992). When schools view themselves as learning or-
ganisations, this helps them manage significant and
transcendent changes in their patterns as well as ac-
tions for the clientele they serve, according to Gonzalez
(2007). These clients have since changed with the times
of digital transformation and globalisation, among oth-
er factors. Lessons would ultimately involve the entire
school as an organisation and not only the individuals
but also how the school can adopt close cooperation
internally and externally (Bollen, 1997). It is only when
we see the process of change from the perspective of
shared metacognitive ability, thereby allowing for col-
lective planning, performance, and monitoring, that
HEIs will learn how to collaborate and give off the same
seamlessly in the way of nature of education expected
to create a global citizenry able to collaborate across
different aspects of life for a common good.

R3: How can collaboration be reflected in curriculum
development?

Changing learner needs dictate that curricula at
HEIs are revised regularly to reflect the realities of
the day and the future, both envisaged and unknown.
The curriculum review process is not new to lecturers
across the globe as it is often a minimum requirement
by relevant Ministries of Education for universities to
operate and have courses accredited. The success of
curricula that embodies the reorientation of classroom
management to collaborative learning rests entirely on
the shoulders of the teachers (Huizinga, Handelzalts,
Nieveen, & Voogt, 2014) but should be accommodative
of learner and prospective employer interests and per-
spectives. Seeking changes in the direction of policy is
easier said than done, and when it comes to teachers,
the matter is worsened, as they are often conservative
in their ways (Gorsuch, 2000).

Therefore, there is a need to understand that many
education initiatives fail due to the lack of change in
teachers’ beliefs, necessitating that they, too, buy into
the proposals, change their style, and fit into the new
normal. This is not any different from other organisa-
tional change dynamics that require teams to embrace
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change together. Why have HEls not been considered
part of organisation frameworks that subscribe to this
common organisational change practice? Constant
knowledge generation, questioning the status quo, and
constant discovery should be normal in the learning
space.

Therefore, just like in other entities, teachers re-
quire a consistent, intentional, sustained, and focused
professional development agenda to bring them up to
speed as the current times demand more than knowl-
edge for practice from the traditional teacher (Cochran
—Smith & Lyte, 1999). Promoting curriculum change via
teachers can be attained while utilising teacher devel-
opment and stimulating the collaborative design of the
curriculum (Garet, Porter, Desimone, Birman, & Yoon,
2001). Creating organic think tanks at all times and al-
lowing for scenarios of no answers is a learning process.

When teachers appreciate the reforms, become
part of the process, and take the central seat in the en-
tire process as agents of change, this implements an
organic process that implements the new curriculum.
When completed, these materials reflect the teachers’
context and the aims and intentions of the reforms to-
wards a common win-win goal. The teachers will then
actively engage in implementing and evaluating the
practices, thus offering continuous learning and modi-
fication, thus covering gaps between the ideals of col-
laborative learning and their classroom realities. These
open instruction methods eliminate lecturer bias in the
knowledge ecosystem allowing for continuous knowl-
edge breeding.

CONCLUSIONS

This paper comes to the following conclusions:

First, to meet the minimum expectations of collab-
orative learning, lecturers should undergo professional
training in this approach if they have to consciously and
subconsciously impress the expected outcomes upon
the learners.

Secondly, it is observed that for institutions to po-
sition favourably in the changing space of education,
practices such as collaborative learning need to be in-
stitutionalised and standard operating procedures insti-
tuted in order for institutions to position favourably in
the changing space of education.

Thirdly, the development and execution of curricu-
la need to be done collaboratively, with subject matter
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ABSTRACT. The advancement of modern technologies and the evolution of the web have led to a multitude of
technological innovations. Concurrently, web projects have become increasingly diverse and iterative. The emer-
gence of complex systems has presented challenges that existing approaches cannot adequately address, thereby
necessitating the development of novel architectures, technologies, and methodologies. Notably, adopting micro-
service architecture has effectively resolved issues encountered in large-scale projects and significantly enhanced
their manageability and flexibility. Similarly, in response to the requirements of client-side applications, a demand
for adopting a novel architectural approach has arisen.

The work presents the usefulness of using Monorepo and Micro Front-end architecture in technological
projects and private web development in a single workspace. This method is suitable for the development of
large-scale, complex projects. The architecture of client-side Angular and server-side NestJS technologies will
be discussed in this article. Huge corporations such as Google, Facebook, and others employ these tactics.
The paper clearly demonstrates why this architecture is the ideal answer for online projects and the benefits
it provides developers over other existing and experienced alternatives. The work is useful both theoretically
and practically.

KEYWORDS AND PHRASES: TECHNOLOGY PROJECT MANAGEMENT, PROJECT DEVELOPMENT AR-
CHITECTURE, WEB TECHNOLOGIES, CLIENT-SIDE TECHNOLOGIES.

INTRODUCTION

project. In this situation, the project's complexity, scale,

Recently, the function of programming has been
expanding as software products have become more
complicated and large-scale. In this instance, prac-
tical project architecture is critical. The program
performs much better with a properly chosen archi-
tecture, the software code is ordered, and the error
resistance is great.

It is preferable to examine and design the project
architecture ahead of time before beginning a new

GLOBALIZATION AND BUSINESS #15, 2023

version control, and other elements should be defined
so that future development is not hampered. After all
of this, the architecture should be properly selected re-
gardless of the project's aim.

Fortunately, numerous methods to project archi-
tecture are available today [2, 4]. It is pretty easy to
distinguish between them, so we can easily select the
suitable architecture for a certain project. The project's
structure defines the architecture chosen, the future
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development plan, the number of developers involved,
and other elements that will contribute to the pro-
gram's future development.

It should be remembered that as programming
evolves, so does the project’s architecture, which im-
proves even more and becomes more aligned with the
framework of a given direction. This enables us to start
a new project with a carefully chosen programming lan-
guage and an architecture tailored to it.

REVIEWING THE MONOLITH AND MICRO
SERVICE ARCHITECTURE

Companies are currently deciding between two
service architectures: monolithic and micro-service
architecture [1, 2, 3]. The first was a monolithic ar-
chitecture because the services that were still being
generated at the end of the twentieth century did not
have a distinct structure; the majority of the software
code was included in one project, and the service was
implemented in accordance with the supplied project.
In fact, such a configuration implies the substance of
monolithic design. Later, programming development
necessitated the creation of new designs, such as mi-
croservice architecture, service-oriented architecture,
and others[7]. The primary principle of microservice
architecture is to break the project into portions based
on logic, which facilitates control, updating, and main-
tenance of independent services.

Correctly picked architecture is critical to the
future development of the project. If we know that
the service will not be burdened with several busi-
ness logic and that the modification will be minimal,
we should select a monolithic design because the
development process will be much easier and fast-
er, which will help us save resources. And, if we are
dealing with a huge, dynamic, multifunctional project
on which numerous teams are working concurrently,
it is preferable to utilise a microservice design, which
ensures stability against changes. It should also be
noted that this design is connected with substantially
higher expenditures in terms of server infrastructure,
as well as a much more complex implementation pro-
cedure.

50

SYNTHESIS OF MONOREPO AND
MIRCO FRONTEND

Monorepo is a repository that houses all of the or-
ganisation’s services, whether they are server-side or
client-side. Rather than storing services independently,
a single repository orchestrates all services. A develop-
er can simply access all of their company's service code
with the help of Monorepo. A developer can easily em-
ploy current software code in a task in another service
using a similar approach. This strategy avoids devel-
oping the same software code many times; instead, it
makes use of existing software code in the project.

To create Micro Frontend architecture [3, 5, 6], sim-
ilar to the microservices architecture designed for the
server, massive projects on the client side must also be
compartmentalised. The creation and success of mi-
croservice architecture was critical in the evolution of
this strategy. However, compared to microservices, the
Micro Frontend design is significantly more complex be-
cause it is important to partition the visual component
of the project in such a way that user integrity is not
breached.

Although the Micro Frontend design provides many
benefits to the development team and is handy for
project development using rapid, flexible, and modern
ways, several issues go against best practices. For ex-
ample, having logic replicated in both a server-side ser-
vice and a client-side application when both client-side
and server-side modules utilise a corresponding proj-
ect-wide common business logic model.

This issue can be adequately solved by integrat-
ing Monorepo with Micro Frontend architecture. This
method enables us to join numerous services in one
area, whether it's a web application or an api, and ex-
change codes and components that different services
share. To do all of this, we must employ the NX system,
which provides a synthesis of monorepo and Micro
Frontend architectures, as well as shared libraries.

IMPLEMENTATION OF MICRO FRONTEND
ARCHITECTURE

Considering the Micro Frontend architecture, we
can add distinct features in separate web apps. With the
appropriate command, this strategy can be applied in
the NX environment [4].

Considering the Micro Frontend design, we have
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the ability to add numerous capabilities to specific web
apps. With the appropriate command, this strategy can
be applied in the NX environment.

npx nx g @nrwl/angular:host main — —re-
motes=home,products

where main denotes the main project, which com-
prises all remote web apps, and home and products
denote remote applications. When you run this com-
mand, the schematics in NX will automatically generate
the relevant projects and connect them. In the case of
remote apps, a module-federation.config.js file is creat-
ed that contains the remote's name and project adress.

Figure 1. Configuration in Dependent Files.

The names of the remote applications are already
specified in the module-federation.config.js file for the

host, the main application.

Figure 2. Configuration in Main File.

In terms of how Micro Frontend architecture works,
remote applications are hosted on multiple servers
alongside the main program and are loaded as needed.
If the user navigates to the Products page in the follow-
ing project example, the main project will load and visu-

alise the matching distant Products. To avoid complicat-
ing the development process, NX ensures that projects
can be executed on different ports during development.
The ports' configuration is provided in the project.json
file of each remote project.

Figure 3. Port of Main Modules.

When starting the main project, which is begun
after the nx serve command, the NX system starts the

GLOBALIZATION AND BUSINESS #15, 2023

main project on the default port first, followed by the
remote projects on other ports.
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Figure 4. Ports of Dependent Modules.

These graphics demonstrate which projects are run-
ning on which ports. The remote Home project is run-
ning on port 4201, while the Products project is running
on port 4202.

The web api connection in the monorepo is accom-
plished through the use of a proxy server; all requests

made from the web application are routed through the
proxy server. A proxy.conf.json file is produced in the
web project that uses the web api to obtain and pro-
cess information. This file contains the corresponding
configuration. /api is a header used in web projects to
perform api queries, e.g. /api/auth/login.

Figure 5. Rout of Main API.

CONCLUSION

The expansion of modern technology and the web
space has resulted in numerous technological advance-
ments in this field. Web projects have grown fairly
broad and iterative, with the emergence of new paths
that, in addition to the development of web apps, give
developers and users the finest project management
methodologies.

When complex systems appeared, traditional tech-
nologies and so-called frameworks could no longer do
the intended tasks. Therefore, new architectures, tech-
nologies, and techniques emerged. Microservice design,
for example, has easily solved challenges in large-scale
projects and made their management much easier and
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more flexible. Similar to the Microservice architecture
developed for the server-side programming language,
a new architecture was required for the client-side ap-
plication. As a result of all of this, Micro Frontend ar-
chitecture emerged, which played a pivotal part in the
development of huge projects such as Upwork, IKEA,
and others.

The existing methodologies can deal with the sup-
plied projects now, although changes in the aforemen-
tioned structures and technologies are probable in the
future.
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ABSTRACT: The research looks into the methods of visual representation of points accumulated by students in

a single study course that are employed in modern data science. Statistical indicators and prospects for improving
the subject based on them are discussed: which parts of the subject should be adjusted to increase the training
course's quality. Data processing and display methods that the course instructor can employ effectively in the pro-
cess of observing continuous visualisation of scores are discussed.

The article introduces a novel approach for enhancing the content of a training course through statistical anal-
ysis and visual representation of student scores, utilising React.js technology. The proposed platform empowers
course instructors to incorporate various assessment methods such as quizzes, presentations, mid-term exams,
and final exams and subsequently display students' grades based on each assessment method. The platform em-
ploys advanced statistical indicators and robust visual presentation capabilities to calculate and illustrate the points
achieved. This enables instructors to easily identify desired evaluation methods, observe the distribution of points,
and simultaneously track multiple evaluation methods to monitor the dynamic progression of the training course.
Consequently, this holistic approach enables instructors to identify and address problematic sections within the
course content, leading to meaningful improvements.

KEYWORDS AND PHRASES: MODERN TECHNOLOGIES IN EDUCATION, DATA PROCESSING METHODS IN

EDUCATION, DATA VISUALISATION, DATA SCIENCE, STATISTICAL INDICATORS, STATISTICAL ANALYSIS.

INTRODUCTION

Observing the points earned by students, pro-
cessing relevant data, using visualisation tools and
statistical methods of data, and conducting relevant
analysis are all significant components of the flexi-
ble management system of the learning process [1,
2, 6]. Recently, automation tools in the education
management process have been strengthened and
diversified, and various modern data analytics tech-
nologies have become available, allowing the teacher
to continuously monitor the learning process and de-
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termine the strengths and weaknesses of the course
content during the training course [1]. The employ-
ment of new technology in the process of observing
the learning process optimises time and provides a
definite result to the teacher.

The use of data visualisation tools in the afore-
mentioned process yields an interesting and import-
ant result, allowing one to determine the quality of
the training course, refine the content of the train-
ing course, and determine the level of the subject
for each period of training by observing the available
data [6, 7].
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USING THE STATISTICAL INDICATORS IN THE
HIGHER EDUCATION EVALUATION SYSTEM

Higher education data-based decisions rely on the
collection, analysis, and implementation of statistical
information. These indicators provide an objective, em-
pirical foundation for assessing student performance,
recognising patterns, and modifying instructional tech-
niques.

Statistical indicators convert qualitative character-
istics of schooling into quantitative measures that en-
able objective evaluation and comparison. They contain
measurements of central tendency (such as mean and
median) as well as distribution (such as standard devi-
ation and range). These metrics demonstrate students’
academic performance in many ways.

The use of extensive statistical analysis in learning
management system (LMS) platforms boosts their ef-
fectiveness. Professors may recognise trends, respond
to student needs, and make data-driven curriculum and
teaching method decisions. Statistical indicators are
critical in evaluating course content, analysing student
results, and determining the fairness and validity of as-
sessment techniques.

Statistical indicators have a number of advantages.
They provide objectivity, minimise prejudice, allow for
comparative analysis, aid in data-driven decision-mak-
ing, and increase transparency for stakeholders [4, 5].

ROLE OF THE DATA VISUALIZATION
IN MODERN SYSTEMS OF A COURSE
MANAGEMENT

Data visualisation is significant in the process of re-
viewing and analysing educational data in higher educa-
tion because it shows the gathered data in clear visual
formats. It contains data on student results, teaching
methods, and curriculum efficacy.

Modern course management systems (CMS) use
data visualisation to improve course evaluation by vi-
sualising student results, monitoring learning progress,
tracking course progress, and facilitating benchmarking.

Integration of visualisation tools, customisation,
real-time data updates, user-friendly interfaces, data
privacy, collaborative capabilities, integration with eval-
uation tools, and continuous analysis assistance is re-
quired for effective usage of CMS systems for course
evaluation [3]. This is achievable by various visualisa-
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tions such as bar charts, histograms, line charts, and
scatter charts.

In higher education, data visualisation is a signifi-
cant tool for understanding educational data. It allows
for data-driven decision-making, better educational tac-
tics, and better curriculum design.

INCREASING THE TRAINING COURSE'S
EFFECTIVENESS BY INCLUDING DATA
VISUALIZATION TOOLS AND
STATISTICAL INDICATORS

A web platform was created as part of the project to
improve the evaluation process in the educational pro-
cess by incorporating data visualisation tools and statis-
tical indicators into the CMS platform. It focuses on as-
sessing the effectiveness of the training course with real
data from Georgian-American University. The project's
goals include introducing data visualisation tools, using
statistical indicators, analysing student results, and de-
veloping course enhancement plans.

The project effectively communicates student out-
comes across evaluation methodologies by including
visualisation techniques such as histograms and scat-
terplots, offering an overview of trends and indicating
areas for improvement. Statistical indicators (for exam-
ple, mode, median, and standard deviation) provide
summary information regarding student results, reveal
trends, and allow for more in-depth study.

Analysing students' results in various ways allows
instructors to adapt their teaching methods. For ex-
ample, if a dot chart reveals a substantial association
between high quiz scores and overall performance, it
may imply that quizzes are effective in the learning pro-
cess. As a result, lecturers can employ this evaluation
method more frequently during the learning process. If
the scores have a high standard deviation, this indicates
that the findings are dispersed and that more person-
alised actions are required.

The developed web platform exemplifies the use
of visualisation tools and statistical indicators to better
evaluate and teach in higher education. The application
of these strategies helps to data-driven decisions, en-
hanced learning, and improved outcomes.

The platform includes built-in statistical indicators
such as mode, median, and standard deviation. These
indicators provide useful findings for assessing students'
academic success. The mode displays the most frequent-
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FIGURE 1. Statistical Indicators of Activities.

ly achieved scores for each evaluation method and gives
data on the trend of improving student outcomes. The
median is a measure of central tendency and, thus, the
distribution's centre. Along with these statistical indica-
tions, the standard deviation provides a broader view of
the scenario. A low standard deviation suggests that the
findings are reasonably uniform, whereas a high standard
deviation indicates that there are considerable variances
in student academic performance (see Fig. 1.).

CONCLUSION

The project developed in the study involves the use
of data visualisation tools and statistical indicators to
improve the evaluation process in educational courses.
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University administrators can make informed decisions
to improve the learning experience by examining stu-
dent data from various evaluation methods. The project
effectively displays the possibility of integrating various
technologies into CMS platforms, as well as its numerous
benefits in terms of increasing the learning experience.

It is confirmed within the context of the research
that the integration of data visualisation tools and sta-
tistical indicators has great potential in the evaluation
process of higher education courses. The adoption of
new technologies greatly improves the assessment and
evaluation procedures used in higher education. The
combination of data visualisation and statistical indica-
tors via ongoing research and observation enables de-
signing the future of education and enhancing student
results on a larger scale.

REFERENCES:

1. Asthana P, Hazela B. Applications of Machine Learning in Improving Learning Environment. https://

www.researchgate.net/publication/334546427 A

lications_of Machine_Learning_in_Improvin

Learning_Environment. 2020. Multimedia Big Data Computing for loT Applications (pp.417-433).

2. Baker R., Corbett A, Koedinger K., Evenson S., Roll I., Wagner A., Naim M., Raspat J., Baker D., Beck J.
Adapting to When Students Game an Intelligent Tutoring System. International Conference on Intelli-
gent Tutoring Systems ITS 2006: Intelligent Tutoring Systems pp 392-40.

3. Beck )., Stern M., Haugsjaa E. Applications of Al in Education. XRDS: Crossroads, The ACM Magazine for

Students https://doi.org/10.1145/332148.332153. V. 3 Issue 1 September 1996. pp 11-15
4, Kengam ). Artificial intelligence in education. https://www.researchgate.net/publication /347448363

ARTIFICIAL_INTELLIGENCE_IN_EDUCATION. 2020.

5. Woolf B. Al in Education. https://web.cs.umass.edu/publication/docs/1991/UM-CS-1991-037.pdf. 1991.
6

Nicol, D., Oliver, A,, & Macpherson, H. (2018). Data Visualization for Higher Education Assessment: A

Practical Guide. Routledge.

7. Zentner, Aeron & Covit, Raissa & Guevarra, Daniela. (2019). Exploring Effective Data Visualization Strate-
gies in Higher Education. SSRN Electronic Journal. 10.2139/ssrn.3322856.

56

3QMOdTNBABNY VS 60B6ILO #15, 2023



https://www.researchgate.net/publication/334546427_Applications_of_Machine_Learning_in_Improving_Learning_Environment
https://www.researchgate.net/publication/334546427_Applications_of_Machine_Learning_in_Improving_Learning_Environment
https://www.researchgate.net/publication/334546427_Applications_of_Machine_Learning_in_Improving_Learning_Environment
https://doi.org/10.1145/332148.332153
https://www.researchgate.net/publication/347448363_ARTIFICIAL_INTELLIGENCE_IN_EDUCATION
https://www.researchgate.net/publication/347448363_ARTIFICIAL_INTELLIGENCE_IN_EDUCATION
https://web.cs.umass.edu/publication/docs/1991/UM-CS-1991-037.pdf

3X'MOILNBIBNY LY 60B6ILO #15, 2023 GLOBALIZATION AND BUSINESS #15, 2023

JEL Classification: M41, M42, M48, M49. https://doi.org/10.35945/gb.2023.15.006

THE EFFECT OF INFORMATION TECHNOLOGY
IN ACCOUNTING UNDER THE CONDITIONS
OF GLOBALIZATION

MANANA MCHEDLISHVILI

Academic Doctor of Economics, Associate Professor
Caucasus International University, Georgia

NAIRA TABATADZE

Academic Doctor of Economics, Associate Professor
Caucasus International University, Georgia

ABSTRACT. In the process of carrying out financial operations, modern technologies represent one of the most
important challenges. World technological trends have influenced Georgia as well. Technologies play an important
role in accounting. Nowadays, all transactions in accounting have an electronic form, which is securely stored in
databases. Using fintech technologies in accounting helps save resources and reduce costs.

Accordingly, the paper presents the role of technology and its importance in enterprise activity. Effective ca-
pabilities of modern accounting computer programs are established, and their advantages and disadvantages are
highlighted. Research has been conducted on the possibilities of companies' work on the RS portal in the direction
of accounting activities. Conclusions and recommendations are formulated. In particular, simplifying the barriers
to entering the technology market will increase the level of competition, and accordingly, the development of this
sector will take place. Also, cooperation with successful foreign fintech companies and improvement of cyber se-
curity. Creation of an innovative hub and regulatory space, where enterprises will have the opportunity to create
prototypes of their products and adjust the created application. as well as establishing effective tax incentives for
investors, specifically in the direction of financial technologies. Strengthening the ability of professional account-
ants to move to the Net-zero model, all of the above, is a prerequisite for creating a healthy business environment
in the country.

KEYWORDS: AAGRICULTURAL OPERATIONS, ELECTRONIC SYSTEMS, FINTECH INDUSTRY,
INNOVATIVE TECHNOLOGIES, MULTICURRENCY.
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INTRODUCTION

At the turn of the 20™-21% centuries, the develop-
ment of technologies begins under the conditions of
globalization. In today's world, the development of or-
ganizations significantly depends on the use of modern
and innovative technologies. Adaptation to technolog-
ical changes is the key to the company's success. The
development of modern technologies has made a great
contribution to finance as well as to other sectors. Or-
ganizations that use the latest technologies create effi-
cient services with fewer costs and resources (Chiladze
& Tofchishvili 2018, p.246).

Technological developments have changed oper-
ations in the business and financial sectors. Modern
financial technologies do not exist without the fintech
industry, which means combining finance and technol-
ogy. The word Fintech is derived from the pairing of the
direction: financial services and solutions based on ad-
vanced technologies. The general economic literature
does not accept only one definition of this term be-
cause of the diversity of businesses in the market. The
word Fintech is defined by the Oxford Dictionary as
follows: computer programs and other technologies
to support banking and financial services. (Nicoletti,
2017, p.12). Fintech is characterized by innovativeness
in the technical direction, speed, simplicity and flexibil-
ity, which saves time and resources. Besides, it makes
the activities of businesses comfortable and affects
the development of operations and processes within
the organization (Chiladze & Tofchishvili, 2018, p.246).
The main goal of Fintech is to offer the financial sec-
tor the use of modern technologies in their activities.
Fintech firms are mainly micro, small and medium-sized
organizations that, although they do not have large cap-
ital turnover, however, they have a clear goal of how
to present and develop existing services in the financial
market. These are mostly fintech start-ups.

The role of innovative technologies is important in
accounting. As of today, the complexity of accounting
is caused by a number of fundamental legislative re-
forms that are being carried out in our country. Howev-
er, in the background of all this, accounting in Georgia
has improved significantly in recent years. It is obvious
that modern accountants take care of all this due to
the development of computer accounting programs. If
only one such program was initially available for Geor-
gian businesses, today, we count dozens of them. In
addition, they are constantly being worked on and im-
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proved, which strengthens the competition. All this is
directly proportional to their quality improvement and
indicates that more and more business entities are be-
coming their customers. The paper's research aims to
discuss the possibilities of using modern technologies in
accounting. Revealing positive and negative aspects of
the influence of technology, it is important that through
the development and popularization of technologies,
healthy business environment conditions will be creat-
ed, and it will be possible to attract more investments
in Georgia.

RESEARCH RESULTS

Accounting software is computer software that al-
lows the user to keep track of finances much faster, eas-
ier, more visible and more efficient. E-Accounting in the
electronic system consists of two main words. E stands
for electronic, and all records are kept electronically
and not on paper. Accounting, which refers to a set of
transactions. In an electronic system, basic documents
and records exist in digital format. It is the use of online
and Internet technologies for business (Toshniwal, Bala-
ji, & Mahavidyalaya, 2016, p.580). E-Accounting repre-
sents a new direction in the accounting field. Financial
transactions are stored in online servers and databases.
Electronic accounting offers data processing and various
operations via the Internet. The electronic accounting
system helps the company in the following areas: such
programs have universal access, can implement large-
scale business records, have access to various sites, are
continuously improved by the service provider, and cre-
ate a common database. The most important positive
side that electronic accounting offers is speed, that is
the time during which companies receive accounting
data at any time and in any place. Programs allow man-
agers to receive instant reports. There is less chance
of making mistakes. The negative side of electronic ac-
counting is that in case of damage to the hardware or
software when using the computer, data may be lost.
It is also possible to steal bases as a result of a virus or
cyber attack. In addition, these systems require a con-
tinuous Internet connection, and this Internet depend-
ence makes offline work more difficult (Hajera, 2016,
p. 260-263). In accounting, the most time is spent on
collecting and sorting documentation. This problem can
be solved by Receipt Bank, through which the user can
scan checks, invoices, and transfers, which will be auto-

3QMOdTNBABNY VS 60B6ILO #15, 2023




EDUCATION AND TECHNOLOGY UNDER THE CONDITIONS OF GLOBALIZATION

matically transferred to the accounting module. Chaser
and Satago are cloud technologies that enable faster
payment and transfer reflection and credit control. It
integrates with accounting software and notifies cred-
itors of overdue invoices by sending automated emails.
On the one hand, credit control accelerates settlement
time and therefore has a positive effect on the compa-
ny's cash flow. Payments received, on the other hand,
make cash flow appear healthier. The advantages of
computerized technologies are increased functionality
— timely submission of financial information. Therefore
accountants can produce various reports. It is with the
computer system that financial reporting, in particular,
cash flow, profit and loss reporting, is improved.

Increasing accuracy — computerized accounting sys-
tems generally have internal checking mechanisms. In
particular, it establishes a trial balance through correct
accounting procedures.

Increased speed — Computerized accounting sys-
tems allow accountants to process large amounts of
financial information quickly. Fast processes allow for a
reduction in the closing time of the accounting period
(month or year closing) (Ghasemi, Shafeiepour, Aslani,
& Barvayeh 2011 p.113-114).

In Georgia, both accounting programs for foreign
products and those produced in Georgia are used. As
time goes by, these programs improve more and more
and become tailored to this or that business as much
as possible. Common programs in Georgia are Balance,
Fina, Oris, Info and 1C. Today, the most popular and
popular accounting software is "Oris." "Oris" company
was founded in 1992. It provides business and finan-
cial software services for various categories of organi-
zations. That is why it has long maintained its leading
position with the variety of manufactured products.

Consider the main effect of the system: Simultane-
ous work of many users (network) with the system —
several users can work in the system at the same time,
and each of them has certain functions. For example,
some of them will make payroll; some will issue cards,
and some will only do accounting. Functions can be
both disabled and crossed.

Multicurrency — each account in the system is con-
sidered multicurrency. That is, the existence of a cur-
rency account is determined by the currency operations
on the corresponding account. Therefore, it is possible
to receive account balances, turnovers, and balances of
each currency, as well as combined balances in GEL or
other currency equivalents.

GLOBALIZATION AND BUSINESS #15, 2023

Means of changing the operational and analysis
period — the system allows transactions or operations
to be performed both in the selected rotation period,
as well as in the past and in the future. Performing or
correcting a past operation results in an automatic re-
calculation of the values corresponding to the action.
Performance of future operations used for planning and
future budgeting.

Chart of accounts management — the system is ac-
companied by the chart of accounts of accounting in
Georgia. However, any other account structure can be
opened or modified. For analytical accounting, it is pos-
sible to open sub-accounts for each account, the level
of embedding of which is determined by the user and
does not depend on the type or purpose of each ac-
count.

Accounting processes (possibility of connecting with
other processes) — in order to perform the transaction,
the system must specify the transaction execution date,
memorial number, project name, debit and credit ac-
counts, amount, currency, and transaction basis. Along
with processing, it is possible to print any primary docu-
ment, automatically inserting the necessary values into
the print document. Each of these actions is recorded in
the transaction log, which can be viewed, filtered and
resolved for any period of the rotation.

The simplicity of economic operation — the system
contains an instrumental tool for describing operations.
As well as the generator of the output forms, it is also
equipped with pictographic means of building opera-
tions (functional buttons) by means of which not only
the description of the accounting operation can be
achieved but also any algorithm. Standard business op-
erations are built into the system, which allows us to
perform enterprise activities more easily. However, the
special effect of the system is manifested in the fact that
it allows us to organize the desired economic operation
with formulas and save it. For example, the program
automatically performs salary accrual and withholding
procedures for employees who are not included in the
pension scheme. With existing formulas, we can set
up and maintain all accruals and withholdings for em-
ployees involved in the pension scheme (including 2%
pension withholding from employees' salaries and 2%
withholding by the company for each employee).

Accounting of fixed assets and related operations
(depreciation, valuation, write-off) — the system regis-
ters fixed assets, for which the inventory number is in-
dicated, production and commissioning dates, balance
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and residual values, depreciation and evaluation coef-
ficients, department and responsible employee, etc.
On the basis of this information, the system allows you
to perform depreciation, valuation and write-off op-
erations by automatically performing their respective
transactions (http://www.account.ge//).

Despite the fact that the RS portal simplifies the
production of accounting activities and makes the work
of companies more efficient, specialists in the field of-
ten note that software errors cause delays in their ac-
tivities. Our goal was to survey small businesses and
identify current trends in information technology. One
hundred small enterprises participated in the research,
which was divided according to their activities: trade
(45 enterprises), production (37 enterprises), and ser-
vice (18 enterprises). The data was obtained from the
database of contact emails.

QUESTION 1. How flexible is work in the techno-
logical system? The respondents answered as follows:
very flexible and easy, 60%. Less flexible and easy 31%,
not flexible and difficult 7%, easy but inflexible 1%; It is
flexible, but it can be refined by 1%. The first two data
are significant here, where 60% of respondents give the
highest rating, and 31% believe that it is not a comfort-
able tool for their work but believe that the technology
they have to work with is simple.

QUESTION 2. How much has the organization fo-
cused on the development of innovations in account-
ing technologies over the last three years? The answers
of the surveyed respondents were distributed in the
following order: no change — 45%, increased interest —
33%, decreased attention — 10%, introduced updated
system — 12%.

QUESTION 3. What part of the time was necessary
to devote to modern technologies to produce the work
process? The answers were distributed as follows: 61-
80% of the respondents interact with modern technolo-
gies 42% of the working time, 81-100% of the time-23%,
41-60% of the respondents spend their working time-
22%, 21-40% of the respondents 10% of the time, 0 —
3% of 20% of the time is spent interacting with modern
technologies.

QUESTION 4. What modern financial technology is
used in accounting activities? The answers to the ques-
tion were distributed as follows: accounting programs
50%, internet banking-30%, mobile payments-20%.

QUESTION 5. To what extent did the use of the
RS.ge portal simplify the operations of the organiza-
tion? Based on the mentioned data, we can conclude
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that they face fewer problems in the production of ac-
counting activities, which are carried out by companies
with accounting directions.

QUESTION 6. What would be added to improve the
RS.ge portal: online tax advisor-23%, online help-20%,
mobile application-18%, chat bot-16%, online version of
the cash register-12%, flexible report removal-8%, sys-
tem enhancement-3%. From the mentioned question,
it is established that there are some problems and initi-
atives in terms of improving the program.

QUESTION 7. How would you rate the functioning
of the portal over the last five years? The answers were
distributed as follows: positively — 76%, average — 23%,
and negatively 1%. The mentioned questionnaire also
reveals that a large number of users have a positive atti-
tude towards the respective portal.

As a result of the conducted research, it is clear that
there is still no proper attitude towards modern tech-
nologies in Georgia. Needs improvement in terms of
service simplification.

CONCLUSION

In carrying out financial operations, modern tech-
nologies represent one of the important challenges.
World technological trends have influenced Georgia.
Technologies play an important role in accounting. Now-
adays, all transactions carried out in accounting have an
electronic form, which is securely stored in databases.
Fintech technologies are also used in accounting, which
helps to save resources and reduce various expenses.

Accounting is a subject of great interest to all en-
tities connected with the production, services, prop-
erty management, financing, and investments. Each
requires knowledge of the "international language of
business" —accounting. It has the ability to act as an in-
formation system. Its target is business data processing,
which allows the decision-maker to clearly assess the
efficiency of the business under his control, see gaps
and detect errors. Currently, Georgian business actively
uses computer accounting programs. Despite this, ac-
counting software developers and marketers must work
hard to retain customers and interest representatives
of various businesses, to show the positive aspects of
the programs and to correct the shortcomings. On the
other hand, small business representatives are trying
to find the most flexible and efficient ways to run their
own businesses. Most of them have created an account-
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ing computer program tailored to their business based
on the specifics and interests of the business. We con-
firm once again that the accounting software "Oris" is
the leader in the Georgian market. The majority of small
enterprises purchasing a new program will still choose"
Oris" but with an improved new version.

In the future, in the direction of technology, it would
be better to get more involvement from the govern-
ment. For example, the simplification of the barriers to
entering the technology market, which will increase the
level of competition and, accordingly, the development
of this sector will take place. Also, cooperation with suc-
cessful foreign fintech companies and improvement of
cyber security.

We believe such spaces should be created to sup-
port small enterprises in obtaining information and
producing activities. For example, the creation of an in-
novation hub and regulatory space, where enterprises

will be able to create prototypes of their products and
regulate the application created, as well as establishing
effective tax incentives for investors, specifically in the
direction of financial technologies.

More investments should be made in promoting
cloud technologies, which will support the develop-
ment of small businesses. Why companies do not im-
plement technological changes may be due to risk and
cost. For this, it is important for companies to know the
risk and mitigate the costs.

Recently, green finance is becoming a hot topic in
the financial profession, and green finance is cheap
capital that can sustain the long-term sustainability of
businesses(Dzadzamia, 2023, p.33). The ability of pro-
fessional accountants to understand the green financ-
ing opportunities needed to move to a Net-zero model
is a key element.
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ABSTRACT. This paper explores the effects of the Ukraine conflict on Georgia's tourism industry and its implica-
tions through a value chain analysis. The study examines various perspectives, including the effects of the war on
Georgian tourism with and without migration and the subsequent effect of migration on the country's economy.
The paper highlights the economic and safety-related effects that led to a slow recovery of visitors after the war.
Additionally, the paper discusses the positive impact of migration on future tourism flows, stimulating domestic
tourism and regional exploration. However, the influx of Russian migrants also increased short-term accommoda-
tion rental prices, affecting vulnerable groups and potentially contributing to inequality and poverty. Furthermore,
the paper addresses the global implications of the Ukraine conflict on international tourism, with Georgia being
vulnerable due to its dependence on Russian tourists. The analysis also identifies key findings regarding the ef-
fects of Russian migrants on various agents within the tourism value chain, including travel agencies, international
transportation, accommodation, food and beverage, local transportation, culture, sports, recreation, and tour-
ism-related products. The study concludes by outlining potential solutions to mitigate the negative impact of the
conflict on Georgia's tourism industry, such as marketing campaigns, introducing new and more affordable flights,
economy-related incentives, and improvements in service quality. This paper provides a comprehensive evaluation
that offers valuable insights into the complex impacts of the Ukraine conflict on Georgia's tourism industry and its
broader significance for the global tourism economy.

KEYWORDS: TOURISM AND MIGRATION, EFFECT OF UKRAINE WAR, VALUE CHAIN MODEL.

INTRODUCTION

Tourism is one of the main contributors to the
economic development of Georgia, with a complex
value-creation system. Some authors call tourism the
umbrella industry as it covers many sectors of the
economy. In contrast, others define tourism as an eco-
nomic activity related to several industries, which is
the demand side definition. Tourism's vulnerability to
external shocks is a critical issue in the field. External
shocks, such as natural disasters, political instability,
economic crises, pandemics, and wars, can severe-
ly impact the tourism industry. These shocks disrupt

GLOBALIZATION AND BUSINESS #15, 2023

travel patterns, decrease tourist demand, damage in-
frastructure, disrupt supply chains, and negatively af-
fect the economy.

Due to the war in Ukraine, individuals from the
conflicting sides sought refuge in Georgia for various
motives, such as Ukrainian families seeking safety from
the conflict and Russians evading military service. Mi-
gration generally has positive social and economic con-
tributions to the country, including cultural enrichment,
tourism industry enhancement, and labor provision for
the travel, tourism, hospitality, and catering sectors.
However, considering Russia's occupant status in Geor-
gia and its experience of using economic tools to exert
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political pressure on Georgia, migration from Russia
poses several risks.

This paper investigates the effects of the Ukraine
war and subsequent migration on Georgia's tourism in-
dustry. The study employs a combination of qualitative
and quantitative research methodologies to provide
comprehensive insights. Quantitative data is sourced
from the statistics office of Georgia and private agen-
cies, offering statistical perspectives. At the same time,
qualitative Research involves conducting in-depth face-
to-face interviews with 15 key stakeholders across the
tourism industry's value chain. The study employs a val-
ue chain framework to analyze the wide-ranging effects
of the Ukraine war and migration on different tourism
industry sectors, including accommodation, transpor-
tation, travel agencies, and other hospitality services.
The research findings aim to enhance the understand-
ing of the specific consequences of the Ukraine war
and migration and thereby support policymakers and
industry stakeholders in devising strategies to mitigate
risks, strengthen resilience, and ensure the long-term
sustainability of the tourism sector.

UNWTO (2009) identifies two concepts, namely
"Tourism-led Migration" (TLM) and "Migration-led Tour-
ism" (MLT), to illustrate different scenarios where mi-
gration and tourism interact. TLM occurs when interna-
tional tourism growth leads to migration, such as young
people moving from central Europe to fill employment
gaps in Western Europe. Conversely, MLT involves mi-
gration directly and indirectly stimulating tourism in
both origin and destination countries, particularly in the
"Visiting Friends and Relatives" (VFR) sector, and pro-
moting the development of tourism infrastructure and
transportation routes within and between countries.
Georgia has already experienced migration-led tourism
due to ethnic Azerbaijani and Armenian populations
living in the Kvemo Kartli and Samtskhe Javakheti, re-
spectively, where visits from friends and relatives have
contributed to the tourism industry for years.

Most of the literature indicates that Migration and
visiting friends and relatives (VFR) tourism are intercon-
nected phenomena. Migration acts as a pre-condition
for VFR tourism, and VFR tourism can be classified as
a form of Migration-Led Tourism (MLT) (King & Dwyer,
2015). The researchers treat the benefits of the VFR
segment differently. According to Munoz et al. (2017),
the economic benefits of visiting friends and relatives
positively affect the community's social and cultural de-
velopment. This type of tourist not only engages in ac-
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tivities such as attending festivals and exploring attrac-
tions and neighborhoods but also indirectly enhances
the quality of life for residents, making the destination
more appealing and authentic. Other authors argue
that VFR tourism, characterized by unpaid accommoda-
tion and personal motives unaffected by marketing, is
often perceived as having low market value. It may not
contribute significantly to the financial aspects of the
tourism industry (Backer, 2012).

Muller & Hoogendoorn (2013) emphasize the close
connection and overlap between tourism and migration
through the concept of the second home phenomenon.
This phenomenon involves individuals or families own-
ing a second property in a different location from their
primary residence. It blurs the boundaries between
tourism and migration by combining a long-term com-
mitment to a specific destination, similar to migration,
with leisure and recreational tourism elements. The
second home phenomenon has implications for un-
derstanding the effects of migration, particularly in the
context of Russia and its impact on Batumi. It is note-
worthy that even before the war in Ukraine, many Rus-
sians were purchasing residencies in Batumi. Russians'
ownership of second homes is essential when analyzing
migration effects.

Another effect of migration is the tourism business
related. Business opportunities may emerge through
the communication of the immigrant and their business
partners in the homeland, stimulating business travel to
Georgia. According to Dwyer et al. (2014), permanent
migrants who maintain or establish business connec-
tions with their country of origin can positively impact
international trade and related business travel.

The various dimensions through which migration
can impact tourism can significantly reshape Georgia's
tourism landscape. Policymakers must remain vigilant
of potential developments to adapt their strategies ac-
cordingly, especially considering the pre-war approach
of the Georgian Tourism Strategy, focusing on high-val-
ue visitors and delivering quality services. Additionally,
given the political situation and Russia's occupant sta-
tus, it is crucial to differentiate between Ukrainian and
Russian migrants when formulating policies to minimize
negative impacts and maximize the benefits of migra-
tion-led tourism in Georgia.
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TABLE 1: The Effects of the Ukraine War

THE EFFECT OF THE UKRAINE WAR ON
TOURISM WITHOUT MIGRATION

THE EFFECT OF MIGRATION ON TOURISM

THE EFFECT OF MIGRATION ON THE
ECONOMY OF GEORGIA

Slow Recovery

The expected increase in VFR and
Business Visitors

Increased Prices on long-term
Accommodation Rentals and
Residential Flats

Worsened Economic Climate in the
World Affecting MSMEs

Domestic Tourism Boosted

Effect on Exchange and Employment
Rate

The short-term conflict resolution -
boost in international visitor trips

Increased Prices on short-term
accommodation rentals and short-
lasting positive effects on Hotels

Increased Investment from the Conflict
Zone Countries

EVALUATING THE EFFECTS OF THE UKRAINE
CONFLICT ON GEORGIA'S TOURISM INDUSTRY
AND ITS GLOBAL IMPLICATIONS

To fully comprehend the impacts of the Ukraine war
on Georgian tourism and the tourism-related economic
sectors, it is essential to examine it from different per-
spectives, including considering the effects of the war
on Georgian tourism without migration, the effects of
the war on Georgian tourism with migration, and the
subsequent effect of migration on the economy of
Georgia (see Table 1).

The impacts of the Ukraine war on Georgian tour-
ism without migration can be divided into economic
and safety-related effects that led to slow visitors' re-
covery. The economic impact included reduced income
for Russian residents due to sanctions, leading to a de-
cline in Russian tourists visiting Georgia. Financial con-
straints during the war also affected the ability of vis-
itors from Ukraine to travel, resulting in a decrease in
tourist arrivals from Ukraine. Safety concerns emerged
for tourists from distant countries due to the instability
and proximity to the conflict zone, potentially deterring
travel to Georgia. Additionally, the worsened global
economic climate has put pressure on businesses in the
travel industry, notably Micro, Small, and Medium En-
terprises (MSMEs). Factors such as increased oil prices,
inflation, and interest rates have contributed to higher
travel costs for consumers, creating additional business
challenges.

Moreover, it is essential to mention that a short-
term resolution of the conflict may boost international
visitor trips. If a conflict resolution occurs, people from
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the conflict zone are expected to leave Georgia, increas-
ing international visitor trips. Methodologically, "inter-
national visitor trips" refers to the number of foreign
citizens residing in Georgia for less than 182 days who
depart from the country within a given timeframe.

The inclusion of migration effects in the analysis
provides valuable insights. Scientific papers reviewed
above demonstrated that migration positively impacts
future tourism flows as more visitors travel to Georgia
to visit friends and relatives who have already settled
there. Additionally, business tourism can be stimu-
lated through communication between immigrants and
business partners in their home countries. Moreover,
immigrants from conflict zones who settle in Georgia
eventually become residents and are classified as do-
mestic visitors according to the international method-
ology. Their spending during travel to different regions
contributes to stimulating domestic tourism. Research
indicates a strong interest among newly immigrated in-
dividuals in exploring regional tourism offerings. At the
same time, due to political reasons, the high concentra-
tion of Russian visitors may have negative implications
for visitors from Europe, the USA, and Ukraine.

The immediate and significant adverse effect on
tourism of migration was increased short-term accom-
modation rental prices due to high demand. The im-
pact on the Airbnb market is evident from the surge in
bookings and higher occupancy rates in March when
the migration began. However, later data showed de-
creased occupancy rates and the number of listings as
migrants moved to more traditional renting agreements
and landlords opted for long-term rentals (Mackenzie,
2021). The shift of migrants to the long-term rental
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market has boosted rental prices, leading to negative
implications for various segments of society. Particular-
ly vulnerable groups include people without homes who
rent apartments and students from regions studying in
the capital. With the additional pressure of high infla-
tion and increased oil prices, the rising cost of living in
the capital becomes burdensome for these groups. The
affordability of education, especially for regional stu-
dents with limited budgets, becomes a concern. These
negative impacts on Georgian society can contribute to
increased inequality and poverty in the country. After
experiencing high rental prices, several migrants were
observed purchasing residential flats. Statistics from
Colliers support this, showing a significant increase in
the number of residential flat transactions in Thilisi
during 2022, reflecting a 21% year-on-year growth. The
average prices of newly built and old flats also experi-
enced notable increases.!

Migration and other factors (money transfer, Ex-
port) can be responsible for appreciating the GEL. Fur-
thermore, it may impact the longer-term employment
rate as more immigrants compete with the locals for
vacancies. Moreover, migrants often bring their busi-
nesses to their new country of residence, stimulating
investment.

UNWTO, in its series of publications, shows us a
global perspective of the Ukraine war. Their publication
"Impact of the Russian Offensive in Ukraine Internation-
al Tourism" assessed the Ukraine war's impact on glob-
al tourism. As Russia and Ukraine represent the source
markets of many countries, UNWTO estimates that the

1 Colliers. (2022 September) Number of Transactions and
Weighted Average Prices retrieved from: https://recov.
ge/en
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prolonged conflict would lead to a loss of 14 billion for
the tourism economy. UNWTO also stresses the impor-
tance of both markets for their neighboring and nearby
countries. Georgia was the fifth most dependent coun-
try on Russian Tourism in 2019 and moved to the third
in 2021/2022, making it more vulnerable to future prov-
ocations from Russia than other countries. According to
Edgell (2018), visitors from other countries can create
an economic reliance on the host country. This reliance
can impact the foreign policy of the host country to-
wards the countries from which tourists originate. This
is particularly significant for nations that require foreign
exchange or hard currency to foster economic growth.

UNWTO (2022) also surveyed experts from different
countries to identify the impact of the Ukraine war on
international tourism. Most of them replied that conflict
in Ukraine would, by different sizes, affect international
tourism in their destinations. One of the main questions
that have important implications for Georgia was about
the changes in consumer behavior triggered by the offen-
sive in Ukraine. The high share of the response "fear of
traveling to conflict areas" and "preferences for destina-
tions perceived as safe" (from the main high-value source
markets of Georgia — Europe, and the Middle East) has to
be addressed seriously in the marketing efforts to posi-
tion Georgia as a safe destination (see Fig. 1°).

The table below summarizes the main effects of the
Ukraine War on international tourism identified by UN-
WTO and its impact on tourism and economic indicators
(see Table 2).

2 UNWTO Panel of Experts survey of the impact of the
Ukraine Conflict on international Tourism (April 2022).
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TABLE 2: Assessment of the Impact on Tourism by UNWTO

hinders the uneven recovery of the tourism industry

Increased risk poses challenges to vulnerable markets and

The outbound travel from Russia and Ukraine has been
disrupted

characterized by risk-aversion

Consumer confidence has decreased, especially in markets

Both traditional and emerging destinations have been
impacted

pressure on businesses, especially MSMEs

Slower Economic Growth and High Inflation: Higher oil prices +
inflation + interest rates = higher travel costs for consumers &

The situation poses a threat to tourism-related jobs
and businesses, impacting people's livelihoods

SOURCE: UNWTO Tourism Market Intelligence and Competitiveness Department Issue 4 - 16 May 2022

VALUE CHAIN ANALYSIS OF THE TOURISM
INDUSTRY OF GEORGIA

Value chain analysis is a strategic management tool
that analyzes the various activities and processes that
create value for a company or industry. When applied to
the tourism industry, a value chain analysis helps identi-
fy the key components and stakeholders involved in the
value creation process. The tourism value chain consists
of related activities and participants working together
to deliver tourism products and services.

The framework shown in Figure 2 overviews the
tourism value chain of Georgia from various perspec-
tives. From the functional perspective, value chain anal-
ysis identifies three types of agents. The agents in the
first category indicated in blue directly add value to the
tourism industry and include all the main businesses of
tourism: accommodation, transportation, etc. Agents
indicated in green help businesses generate value-add-
ed and comprise GNTA and DMOs. Finally, agents whose
primary responsibility is not tourism but fulfill specific
tourism-related functions include MRDI, MDF, Enter-
prise Georgia, APA, MRDC, etc.

The figure below also comprises visitor activities
during their trip. The activities may include booking us-
ing a tour operator or without, arriving by international
transport, moving around by local transport, staying at
the accommodation, shopping, and engaging in cultur-
al, rest, and recreational activities. Furthermore, it also
shows the economic impact perspective distinguishing
direct and indirect economic impacts.

The analysis from the different perspectives helps
to understand the structures and processes of the value
chain system in Georgia, leading to the development of
specific projects focused on overcoming the recent chal-
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lenges. The focus of the paper is the effects of Russian
Migrants on the Georgian Tourism Industry (see Fig.2.).

For our paper, we will analyze the agents directly
adding value to tourism, in other words, firm-level cate-
gory. Unlike the other two levels, the firm level includes
all functions that create direct value added through
tourism. The firm-level comprises enterprises selling
the products to visitors directly. They provide services
to visitors to satisfy their needs during their trip. The
qualitative study involving 15 tourism stakeholders of
different tourism industries resulted in the following
key findings:

Travel Agencies and Reservation services — Tour
operators in Georgia are increasingly worried about the
growing presence of Russian tour operators in the coun-
try. They fear that Russians will gain control over every
aspect of tours, with minimal contribution to the Geor-
gian economy. This shift could lead to lower spending
per visit and a decline in service quality, compromising
the reputation of Georgian tourism. The focus on the
CIS market might also divert attention from Georgia's
goal of offering exceptional service and decreasing the
overall quality of the tourism experience and economic
contribution.

International Transportation — The establishment
of direct flights between Georgia and Russia, despite
international sanctions, can have negative impacts
on international transportation. It violates sanctions,
weakens international norms, risks economic isolation,
damages Georgia's reputation, and raises security con-
cerns. These consequences extend beyond economic
considerations and can affect diplomatic relations, glob-
al norms, and regional security.

Accommodation — The impact of migration on the
hospitality sector can be seen through the lower Aver-
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age Daily Rate (ADR). Despite a swift recovery of visitor
numbers post-Covid-19, the demand for hotel services
remains low. Representatives from the industry at-
tribute this decline to the preference for migrants for
alternative accommodation options such as long-term
rental flats or staying with relatives and friends who al-
ready have apartments. Additionally, accommodations
have observed an increase in input prices following
Covid-19. Some attribute this rise to the high demand
generated by migration. The rising costs, low demand,
and intense market competition have compelled hotels
to reduce their prices to maintain competitiveness.
Food and Beverage — Migration significantly im-
pacts expenditure in the restaurant sector of the tour-
ism industry. Migrants allocate a significant portion of
their spending to dining out, as restaurant services are
essential during their stay in Georgia. Data from the
International Visitor Survey reveals a notable increase
in food and beverage expenditure, amounting to 1.2
billion Georgian Lari (GEL) between 2019 and 2022.
This rise can be attributed to the allure of Georgia's
culinary traditions and diverse gastronomy, attract-
ing migrants who wish to explore and indulge in local
cuisine. Moreover, the convenience and accessibility
of restaurant services make them a preferred choice

for migrants who may lack the means or inclination to
cook their meals.

Local Transportation — Russian migrants in Georgia
negatively impact local transportation, specifically caus-
ing traffic congestion. The increased traffic volume from
migrants leads to longer travel times and delays, nega-
tively affecting tourism experiences. Insufficient parking
infrastructure arises as more migrants use private vehi-
cles, making parking spaces difficult.

Culture, Sport, and Recreation — Immigrants from
Russia who become residents of Georgia will soon be
considered domestic visitors according to the interna-
tional methodology. This means that their expenditure
during travel to different regions within Georgia will be
classified as domestic expenditure, stimulating expendi-
ture on culture, sport, and recreation.

Tourism-Connected Product-Migration can pos-
itively and negatively affect shopping and other tour-
ism-connected products in Georgia. On the positive
side, it can increase consumer demand and boost sales
and revenue. However, it can intensify economic com-
petition, affect pricing and affordability, and impact lo-
cal products.

The effects of migration on value chain players are
summarized in the Table 3.

TABLE 3: Effect of Russian Migrants on Agents on Firm Level

VISITOR JOURNEY

EFFECT OF RUSSIAN MIGRATION

Travel Agencies and
Reservation services

Concerns arise regarding the dominance of Russian tour operators in the market, which can
result in lower spending by tourists and compromised service quality.

International

Transportation concerns.

Direct flights to Russia violate sanctions, damaging Georgia's reputation and raising security

Accommodation

The Average Daily Rate experiences a decline as migrants increasingly choose alternative
accommodations and input prices continue to rise.

Food and Beverage

Migrants allocate significant spending to dining out, boosting food and beverage expenditures.

Local Transportation .
vehicles.

It has increased traffic congestion and parking issues due to more migrants using private

Culture, Sport, and
Recreation

Migrants become domestic visitors, stimulating cultural, sports, and recreation expenditure.

Tourism Connected
Product

Migration impacts consumer demand, economic competition, pricing, and local products in
shopping and tourism-related sectors.

SOURCE: Table produced by the Author based on Reports Tourism Value Chain: Analysis and Practical Approaches for De-

velopment Cooperation Projects (GIZ, 2020). The information regarding the problems was obtained from the 15 respondents

in the tourism industries
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TABLE 4: Identified Solutions to the Recent Challenges among the Respondents

Marketing Campaigns

e Emphasize and position Georgia as a secure and peaceful
destination for travelers.

e Increase advertising efforts targeting eastern-European
countries to promote Georgia as an attractive tourist des-
tination.

e Implement continuous efforts and informational cam-
paigns to spread the message worldwide that Georgia is
a safe country, and the possibility of war is non-existent.

e Focus on improving the international image of the coun-
try through various initiatives.

¢ Implement non-stop marketing campaigns to promote
Georgia as a desirable travel destination.

¢ Take additional PR marketing steps in European countries
to increase awareness and positive perception of Georgia.

New and Less Expensive Flights

e Focus on recovering and establishing new direct flights to
high-income destinations.

e Address the high flight ticket rates, as they deter visitors
from our target market. Introduce flights to new destina-
tions to expand the reach of tourism.

e Explore options to offer more affordable flight options for
visitors.

e Although it is currently not possible, work towards open-
ing air travel to Ukraine in the future.

e Simplify the visa regime with India and introduce new

flights to cater to the increasing demand from this coun-
try.

¢ Increase the number of flights from China to attract more
visitors from this market.

Economy Related

e Focus on stabilizing inflation and exchange rates to ensure
a stable economic environment.

¢ Implement measures to stabilize the overall price level,
including goods and services relevant to tourism.

e Exercise price control over government tourism service
providers, particularly in museums and national parks,
where prices have significantly increased.

e Enhance and improve the infrastructure to support tourism.

Service Quality

e Establish a visa regime for Russia as the quality of services
has suffered, and European and high-spending markets
knowing about Russian immigration may decrease de-
mand for Georgia.

e Enhance the service quality in hotels and wineries to en-
sure visitors' positive and satisfactory experiences.

SOURCE: Statistics Office of Georgia.

The tourism value chain representatives were also
asked about the activities to mitigate the negative im-
pact of the Ukraine war in Georgia. We grouped the
respondents' ideas into the following categories: Mar-
keting Campaigns, New and Less Expensive Flights, Econ-
omy-Related incentives, and service quality (see Table 4.).

The tourism value chain framework offers an econom-
ic perspective for analyzing the impacts of the Ukraine
war, mainly focusing on the direct effects of tourism. The
System of National Accounts 2008 recommends using
Tourism Satellite Accounts (TSAs) to measure the direct
effect of tourism. TSAs provide an integrated system that
separates and quantifies the demand and supply sides of
tourism, enabling a comprehensive understanding of the
economic aspects of tourism within the broader context
of the economy (OECD et al., 2017). This framework was
effectively used by Bregadze (2021), who, based on the
experimental TSA tables 1-4, identified the most affect-
ed tourism sectors of Georgia from Covid 19 based on
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three criteria structure of internal tourism expenditure,
the share of internal expenditure in the total output and
the share of domestic expenditure in internal expendi-
ture (see Fig. 3).

The data comparison of inbound tourism expen-
diture shows a significant increase in consumption of
Accommodation and food and beverage services. Fur-
thermore, the international visitor survey indicates an
increase in the length of stay from 4.1 in 2019 to 6.2 in
2022.2 The tourism sector representatives during the in-
terview were asked to comment on the improvement in
tourism-related indicators. The tourism industry repre-
sentatives agreed that two effects were in place — price
and quality effects. However, they differed in their posi-
tion on the size of these effects.

According to them, the above-increasing indica-
tors could result from economic factors — inflation and
exchange rate, in other words, the "Price Effect." On

3 Statistics Office of Georgia.
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FIGURE 3:

the one hand, the devaluated GEL could stimulate in-
creased expenditure from Eurozone and USA. On the
other hand, the high inflation might have increased vis-
itor expenditure from all countries. The significant ex-
penditure increase on food and beverage without quan-
tity effect further supports the "price effect" argument.
The hospitality industry representatives confirmed the
increase in price in restaurants by 70-80%.

On the other hand, the increase in the average
length of stay is the supporting argument for "Visi-
tor quality improvement." To support this argument,
industry representatives mentioned the changed
behavior of some visitor segments. E.g., Gulf coun-
tries and Russians. Russia, a large country compris-
ing different segments, including high spenders, was
left with a limited choice of destinations to travel to.
With the limited choice, many high-spending seg-
ments chose Georgia as a travel destination. Some
respondents think the increase in airline prices led to
a more extended stay of visitors, which later translat-
ed into higher spending.

Furthermore, tourism industry representatives re-
port a sharp drop in business travelers as many meet-
ings are now held online. As this segment stayed in the
country for one or two days, their exclusion from visi-
tors led to an increased average length of stay. Lastly, in
their opinion, the foreign citizens from the conflict zone
choosing to leave the country after the extended stay

GLOBALIZATION AND BUSINESS #15, 2023

8 Inbound tourism
expenditure 2022

Wi st R = A
c8 8 8% 55 B
@z E§ 5t g3, 8¢
5% 3¢ 4% gggf #:
2% gz §§ FIg 58
<5 8§ 3§ ¥Z Ep

at En_ - ;'ﬂ =]

P

Internal Tourism Consumption By-products 2019 vs 2022 (Mil. GEL)

in Georgia could be the essential driver of expenditure
increase. The challenge is identifying which factors to
"blame" more for increased expenditure, as both argu-
ments seem logical.

CONCLUSION

The paper investigates the effects of the Ukraine war
and subsequent migration on Georgia's tourism indus-
try. It combines qualitative and quantitative research
methodologies to provide comprehensive insights. The
findings reveal that the Ukraine war has significantly
impacted Georgian tourism, both with and without mi-
gration effects. The economic impact includes reduced
income for Russian residents, safety concerns for Euro-
pean tourists, and a worsened global economic climate,
all leading to a slow recovery in visitor numbers. The
inclusion of migration effects highlights the positive im-
pacts on tourism, such as increased visits from friends
and relatives and business tourism stimulated through
communication between immigrants and their business
partners. However, the concentration of Russian visitors
in the country poses challenges for visitors from other
regions. The paper also highlights the potential implica-
tions of the Ukraine war on international tourism, with
decreased consumer confidence and slower economic
growth being significant concerns.
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Based on the research findings, we elaborated on
several recommendations to mitigate the negative im-
pacts and maximize the benefits of migration-led tour-
ism in Georgia:
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Conduct Research: the research on immigrants
will enable policymakers to understand their
long-term plans and business goals, thereby
minimizing potential risks from migrants from
the occupant country in the different fields
of the economy. The research will also aid in
identifying potential sociocultural impacts and
designing programs for social cohesion. By un-
derstanding the immigrant population com-
prehensively, policymakers can make informed
decisions to maximize the positive economic
impacts and mitigate potential risks.
Differentiate policies: Given the political situ-
ation and Russia's occupant status, it is crucial
to differentiate between Ukrainian and Russian
migrants when formulating policies. This ap-
proach will help minimize the negative impacts
of Russian Migrants on Tourism and the Econo-
my and ensure policies are tailored to Ukraine
migrants’ needs.

Enhance marketing efforts: In light of the
changes in consumer behavior triggered by the
Ukraine war, it is essential to invest in marketing
efforts to position Georgia as a safe destination.
Emphasize the country's safety measures, cul-
tural offerings, and unique experiences to build
confidence among potential visitors, particular-
ly from key source markets.

Diversify visitor markets: Reduce dependence
on Russian tourism by diversifying visitor mar-
kets. Focus on attracting visitors from Europe,
the USA, and other regions to balance the tour-
ism market and reduce vulnerability to future
provocations from Russia.

Strengthen quality control: Monitor and regu-
late the presence of Russian tour operators in
Georgia to ensure that they contribute to the
economy and maintain high service quality. Col-
laborate with industry stakeholders to establish
standards and enforce regulations that promote
equal rights among stakeholders.

Improve affordability and accessibility: Address
the increasing rental prices by implementing
measures to improve affordability and accessi-
bility to accommodation for vulnerable groups,

such as people without homes and students.
Consider incentives for building student dorms
to accommodate students with affordable rent
prices.

e Foster regional tourism: Recognize the interest
among newly immigrated Ukrainian individuals
in exploring regional tourism offerings. Invest
in developing and promoting regional tourism
products and experiences to capitalize on this
potential market segment and distribute the
benefits of tourism more evenly across the
country.

e Monitor economic indicators: Continuously
monitor economic indicators, such as exchange
and employment rates, to assess the impact of
migration on the economy. Implement meas-
ures to address any adverse effects, such as sup-
porting local businesses affected by increased
competition from immigrants and ensuring fair
employment opportunities for locals and mi-
grants.

e Collaborate with international organizations:
Engage with international organizations like UN-
WTO to stay updated on global trends and best
practices in managing the impacts of conflicts on
tourism. Collaborate with neighboring and near-
by countries to share knowledge, experiences,
and resources to enhance resilience and over-
come common challenges.

Implementing these recommendations will enable
policymakers and industry stakeholders to mitigate
risks, strengthen resilience, and ensure the long-term
sustainability of Georgia's tourism sector in the face of
the consequences of the Ukraine war and resulting mi-
gration.
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ABSTRACT. Climate change is a well-known global megatrend, a macroeconomic and geostrategic force affect-
ing the present and future of the Earth, the global economy, tourism, business, heritage, society and individuals.
Timely awareness of these threats by all states, taking responsibility and joint efforts to combat climate change
is the only solution. Eco-innovations play a major role in ensuring sustainable development in the new era. The
process of tourism growth poses new challenges for researchers. Our research object is related to sustainable
challenges, green economic development, rate of sustainability of tourism resources in the tourism cluster. Eco-ini-
tiatives, green economy initiative, green investments in business, environmental protection and preservation of a
safe environment for future generations are significant in the aspect of sustainable management of the destina-
tion. Environmental protection issues, green production, green skills detection, shadow side detection, widening
possibilities and introduction of new perspectives are important tasks of research. The methodological basis of
the work is qualitative research methods, interviews with selected focus groups, data analysis, and processing of

analytical material presented in open sources.

KEYWORDS: GREEN, ECONOMY, SUSTAINABLE, ECO-INNOVATIONS.

INTRODUCTION

Climate change is listed as one of the top five glob-
al threats and is "increasing much faster than expect-
ed". Today, the concept of a green economy as a new
source of growth has become important. It has led to
the creation of various quantitative indicators and rat-
ings to determine the position and future directions
in the global economic space. Within the framework
of the 2008 UN Environment Protection Program, the
Green Economy Initiative was created, which involves
initiatives in several directions, the transition to re-
newable energy, increasing the production of vehicles,
supporting organic agricultural production, and creat-
ing ecological infrastructure. And their common goal
is to implement green investment policies. Today, the
development of production and industry is developing
at a fast pace, accompanied by negative changes in the
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environment, which ultimately leads to ecological prob-
lems. The local economy should strive for sustainable
growth and higher productivity. A significant part of the
global investments in "green technologies" are public
investments; venture capital and private investment
companies remain the leading force in the develop-
ment of this sector.

Human production activities cause major damage
to nature. In humans, the instinct for material interest
and the factor of financial interest is so strong that it
covers the natural instinct of resistance and self-pres-
ervation. Focused on protecting the environment, the
ecological footprint in production ensures a healthy
future for both the environment and people. Nature's
contribution to humanity is estimated at $124 trillion
per year, which is far greater than the world's gross do-
mestic product (GDP) from economic activity.?

1 https://medium.com/earthtokens/tapping-into-
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Great importance is attached to the development of
new-generation industries, including tourism and hospi-
tality, in the format of the concept of sustainable devel-
opment. Tourism affects the economy and, at the same
time, in turn, affects the economy of the country. The
economic nature of tourism is manifested not only in
the fact that the product of economic activity is created
in the sector but also in the fact that certain resources
need to be spent to create it. Based on all of the above,
an individual economic entity, country, region, or field
should be considered from the perspective of a sustain-
able concept. The goal of our research is to study global
challenges at the local level. We tried to find out the
extent of the ecological footprint in local production,
the focus of the facilities on ecological management,
ISO standards in production, the share of enterprises in
renewable energies, what is the control of sustainable
development. The paper identified contemporary chal-
lenges related to green investments. The target groups
were business-entrepreneurial organizations, the ener-
gy sector, banks, hotels, catering facilities, population
using solar panels.

RESEARCH METHODOLOGY

To achieve the goal and objectives of the research,
we were guided by qualitative research methods, which
means, on the one hand, the processing of analytical
material presented in open sources, on the other hand,
the survey of representatives of relevant professional
circles, in-depth interviews with various parties of the
tourism value chain. As part of the desk research, the
literature and publications were analyzed (the Green
Book of the Climate Change Law of Georgia-2023,
"Green Entrepreneurship", "Green Alternative", "Stan-
dards in Tourism", legislative-policy documents and
others).

DISCUSSION AND RESULTS

If we consider the destination in the aspect of sus-
tainable management development, eco-initiatives,
such as green economy initiative, protecting the envi-
ronment from consumerism and maintaining a safe en-
vironment for future generations are significant.

a-120-trillion-natural-asset-market-one-token-
at-a-timed843e53c0862
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According to many specialists, the green economy
includes six main sectors:

e Renewable energy (solar, wind, geothermal, bi-

ogas);
Green buildings (green products and materials);

e Sustainable means of transport (alternative fuel,
public transport, hybrid and electric transport);

e \Water management (water purification sys-
tems, water use);

e Waste management (utilization, use of munici-
pal waste materials, improvement of soil fertil-
ity, cleaning);

e Land management (organic agriculture, urban
parks.

Energy is a dominant factor in the field of climate
change, as it accounts for 65% of global greenhouse gas
emissions. The main task of the world energy market
is the development of renewable energy, obtaining so-
lar, wind, water, biomass, and geothermal energy, the
main advantages of which are environmentally friendly,
non-damaging and inexhaustible resources. According
to the International Energy Agency, between 2019 and
2024, the installed capacity of renewable energy will in-
crease by 50%, in which solar photo (PV) will play the
main role.? According to the International Renewable
Energy Agency, by 2050, solar photovoltaic systems will
cover the electrical energy needs of a quarter of the
world's population, making the sun the second largest
generation source after wind. The socio-economic fac-
tor is worth noting, the global solar industry will employ
approximately 18 million people by 2050.3

By 2050, solar devices will generate 45% of the
world's energy demand, with virtually every sector of
industry incorporating solar energy into the manufac-
turing process. According to the International Energy
Outlook (IEO) 2019 report, by 2050, compared to 2019
data, global energy consumption will increase by 50%
and in developing countries by 79%.*

As discussed, the transition to renewable energies is
a priority in many countries of the world today. Howev-

2 International Energy Agency, 2019, Renewables 2019
- Market analysis and forecast from 2019 to 2024,
https://www.iea.org/reports/renewables-2019

3 International Renewable Energy Agency, 2019, Future
of solar photovoltaic - Deployment, investment,
technology, grid integration and socio-economic as-
pects, https://www.irena.org/publications/2019
Nov/Future-of-Solar-Photovoltaic

4 World Energy Outlook 2019, https://www.iea.org/
reports/world-energy-outlook-2019
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er, the situation in Georgia is unfavorable in this regard.
The first "Kartli Wind Power Plant" was financed with
the support of the European Bank for Reconstruction
and Development, the Green Growth Fund (GGF) and
other international donors. The investment was 29.7
million USD, the capacity is 20.7 MW, and it will gen-
erate 84.1 million kW/h. energy,” which is 0.7% of the
gross domestic product. At present, a memorandum of
understanding has been signed for the construction of
21 wind farms with a total installed capacity of 1,204
MW and an annual output of 4,653 GWh. Work is un-
derway to sign a memorandum for 3 wind farms (total
capacity 150 MW, estimated annual output 554 GWh).
Although one station is not enough, it is necessary to
implement existing practices and develop sustainable
energy. It is also a fact to consider that climate change
means an increase in temperature, which reduces air
density and reduces energy production. Solar power
plants are found on a small scale in the region, as is
known in Semek's "net metering" mechanisms. Georgia
intends that by 2030, the share of renewable energies
in the total final energy consumption will be 27.4%.
Electricity consumption in Georgia is 1700 MW, of
which 1300 MW is generated in Georgia, Georgian pro-
duction, and 400 MW is imported, which we buy from
neighboring countries. Along with the development of
the economy, the demand for electric energy increases.
Today, the share of solar energy that we get is less than
1%, and in most regions of Georgia, the annual duration
of sunshine ranges from 255-280 days a year, which is
about 1900-2200 hours a year and is effective for ener-
gy consumption.®

Analyzing two factors, wind speed and air density, is
important in terms of climate change to generate elec-
tricity from a wind farm. Increasing the wind speed at
certain limits positively affects the amount of electricity
the turbines produce. There is a cubic dependence be-
tween the wind speed and the power generated by the
station. 4 m/s is the lower limit of wind velocity at which
large wind stations generate minimal energy. Georgia,
with average wind speeds, is an attractive location for
the development of wind stations for the period 2041-
2070 and 2071-2100, including Mta Sabueti, Kutaisi,
Paravani, Batumi and Goderdzi Pass, where the average
wind speed is more than 4 m/s.

Extreme events caused by climate change may dam-

5 https://gedf.com.ge/project/4-qartlis-garis-ele-
gtrosadguri
6 Devidze M., Solar energy in Georgia.
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age the wind station infrastructure and endanger the
operation of the stations. Consequently, it is important
to carry out an in-depth study of current and planned
wind power projects in the area of current and future
climate and geological changes and to take into account
the initial stages of adaptation.

We think the sun will really rise in this industry if
more attention is focused on green investments like
those that produce solar panels. Although the aware-
ness of the population about solar systems is low, on
the other hand, it is difficult for a large part of the pop-
ulation to buy solar electricity. Having made the ini-
tial investment in the stations, the public is generally
open to new technologies, so they believe that if their
awareness increases, their consumption practices will
soon increase. According to the opinion of the respon-
dents interviewed by us, it is necessary to solve similar
issues at the local level for the development of sustain-
able tourism. For example, according to a representa-
tive of one of the solar systems companies, a 1-kilo-
watt plant generates an average of 100 kilowatt-hours
of energy per month, less in winter and more in sum-
mer, although excess energy is stored through the net
metering system and can be used in winter when the
plant's output is less. 100 kilowatt-hours of energy
is the minimum package for one average household,
which separates the lighting, the operation of the re-
frigerator, washing machine and TV. "1-kilowatt station
costs from 650 to 900 dollars. You can make a big sta-
tion for $650. 1 kilowatt gives you 1300 kilowatt-hours
of electricity per year.

Due to its geographical location, the rate of solar
radiation in Georgia is high. Some regions of the coun-
try are characterized by 250-280 sunny days annually,
which is about 6,000-6,780 sunny hours per year. So-
lar energy potential varies from 1,250-1,800 kWh/m?2,
depending on the region. In terms of solar power us-
age in Georgia, there are mainly two technologies used
for heat and electricity. The first is the solar collector,
which is relatively widespread in Georgia and used for
water heating. Second, solar photovoltaic generators,
which are slowly being introduced in the country and
used for electricity production.” Thus, the potential of
solar energy is quite large, allowing the business sector
to harness and absorb solar energy to become energy

7 MEPA (2021) Fourth National Communication, Geor-
gia, under the United Nations Framework Conven-

tion on Climate Change, https://unfccc.int/sites/
default/files/resource/4%20Final%20Report%20
-%20English%202020%2030.03_0.pdf
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independent in terms of reducing utility costs and at-
tracting various green investments.

"Green hotels" mean not only an ecologically clean
environment but also 70% of all consumed electrical
energy is produced using renewable energies. One of
the most favorable facilities for installing solar panels is
hotels and restaurants. Hotels and restaurants belong
to those businesses where a large amount of electrical
and thermal energy is consumed. Installing solar pan-
els can reduce monthly costs by 70-80%. The research
shows that there are only a small number of family-type
hotels with solar panels in the region. Our country has
more opportunities. In different countries of the world,
35% of the share of effeteness is considered good, and
in Georgia, there is a possibility of more than 40%. If
we also consider the potential of hydro resources, the
country has the opportunity to become energy inde-
pendent and an exporter.

Green investment and development of projects in
the country require a lot of financial support. Actually, it
is difficult to accurately calculate the financial resources,
which exactly means moving the country to the green
rails. Bloomberg agency compiled a rating of banks that
have recently made large investments in ecology and
renewable energy. The Spanish bank Santander, Bank
of America, and an Italian bank occupied the best posi-
tions. The Japanese Mitsubishi Financial Group turned
out to be the most "green" among the Asian banks.
Only those organizations whose investments in green
technologies were less than 1 billion US dollars were
included in this list.®

The Green Economy Financing Program (GEFF) op-
erates in Georgia with financial resources and profes-
sional consultations, offering businesses to become
more competitive and more economical. Green Econo-
my Financing Facility (GEFF) is the product of the EBRD,
designed to make businesses more competitive while
minimizing their impact on the environment. GEFF pro-
vides finance and advice that can be used for various
purposes, whether to invest in "green" technologies
or finance "green" projects®. The program operating in
Georgia was created by the European Bank for Recon-
struction and Development (EBRD) and is supported by
the Green Climate Fund (GCF) and the Austrian Federal
Ministry (BMF). The purpose of the program is to sup-

8 https://www.bloomberg.com/news/arti-

cles/2023-02-28/natwest-tops-ranking-of-

banks-backing-green-energy-bnef-saystxj4
9 https://www.tbcbank.ge/web/en/geff-project.
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port the green economy, and its fund in Georgia is 57.75
million USD, which is distributed through local financial
institutions. Here are the predetermined investments,
which are given in the table of contents of green tech-
nology.

A good example is the "Museum" hotel located in
the historical building in the heart of Thilisi, where the
noble Orbelian family lived centuries ago. During its re-
construction, the main goal of the management was to
equip the building with energy-efficient technologies.
To do this, they applied to the EBRD credit line, which
allowed them to purchase energy-efficient technolo-
gies. GEFF's highly qualified consulting group conducted
a detailed analysis of the project, calculated potential
energy savings, determined financial and technical pa-
rameters and provided recommendations to the hotel
management. With an investment of $237,000, energy
use was reduced by nearly 90%. New energy-efficient
technologies save 242,975 MWh of natural gas and
4,206 MWh of electricity consumption per year. The
above-mentioned project is the best example of the
EBRD's green investment support to the private sector.
Such projects change energy consumption habits and
protect the environment from pollution. The European
Union and the Austrian Federal Ministry of Finance sup-
port the project.®

For banks, resource-efficient investments are be-
coming more and more important. For example, during
interviews with representatives from TBC, Liberty, and
Pro-credit Bank, it was revealed that the banks had im-
plemented a system for monitoring energy and resource
consumption to enhance energy efficiency and evaluate
environmental impact. This system enables the banks
to continually improve their environmental impact and
strive for high-energy efficiency standards. In addition, it
turns out that all the materials used for the construction
of the headquarters meet the high standards of ener-
gy efficiency and quality requirements of the European
Union. TBC and Pro-credit Bank aim to promote green
financing. The eco-loans issued are confirmed, which
means the financing of energy-efficient measures, re-
newable energy technologies and any activity friendly to
the environment. Currently, with the support of the Re-
newable Energy Development Association (GREDA) and
TBC Bank, private companies in the field of renewable
energy, in cooperation with international financial insti-
tutions, are promoting access to financing.

10 https://ebrdgeff.com/georgia/projects

gian-museum-hotel

eor-
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An important indicator for our research is the indus-
trial sector, which has a major impact on air quality. The
specific management decisions of the "Heidelberg Ce-
ment-Georgia" cement plant are interesting. According
to their information, in terms of the social responsibility
of green investing, eco-friendliness, elimination of ecol-
ogy problems, and climate protection are important
issues for reducing emissions and the impact of the en-
terprise on the environment. Every year, the company
tries to protect and promote flora and fauna at its quar-
ries and ensures biodiversity management, both during
and after mineral extraction. Despite the observance of
the standards, it should be noted that according to the
population, the dust particles emitted from the factory
are quite large, causing problems and constant dissatis-
faction for the population.

A wide spread of international standards for busi-
ness means that the manufacturer can develop and
offer to customers products and services that meet
internationally recognized requirements in the respec-
tive sectors. ISO standards are based on basic man-
agement requirements in the tourism sector and are
integrated into existing quality management systems.
International standards contribute to the develop-
ment of trade between countries and make it fairer.
ISO: a global network of national standards bodies. It
could be about making a product, managing a process,
delivering a service or supplying materials — standards
cover a huge range of activities. Standards are the dis-
tilled wisdom of people with expertise in their subject
matter and who know the needs of the organizations
they represent — people such as manufacturers, sell-
ers, buyers, customers, trade associations, users or
regulators. By 2023, ISO has developed more than
6,000 standards that are closely aligned with the goals
of sustainable development.

ISO 9001 sets out the criteria for a quality manage-
ment system and is the only standard in the family that
can be certified (although this is not a requirement). It
can be used by any organization, large or small, regard-
less of its field of activity. In fact, there are over one
million companies and organizations in over 170 coun-
tries certified to I1SO 9001. This standard is based on a
number of quality management principles, including a
strong customer focus, the motivation and implication
of top management, the process approach and continu-
al improvement. These principles are explained in more
detail in ISO’s quality management principles. Using
ISO 9001 helps ensure that customers get consistent,
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good quality products and services, which in turn brings
many business benefits.!

The object of our research is the enterprise "Kula",
which has received the food safety certificate SO
22000, confirming the production of international qual-
ity products. In this regard, it is also an interesting en-
terprise, a spice enterprise, which was created in 2020
during the pandemic and produces 18 types of spices. It
is important that the European international standard,
the system of hazard analysis and critical control points
(HACCP) has been implemented in the enterprise. The
ISO quality management certificate is primarily about
trust and customer orientation, and it does not matter
if this customer is in Georgia or abroad. Since the ISO
standard is international, it often serves as a pass for
the company to one or another international exhibition.

Businesses operating in any sector can use green
technologies. In general, any business can make a green
investment, regardless of its activity, whether it is a su-
permarket chain, a hotel, food production or a fitness
center. The main thing is to evaluate the benefits in the
long term.

Today, waste recycling is already a standard practice
worldwide. Most people know that paper, metal, and
glass can be recycled and reused, also materials such
as oil batteries, "cell" phones, computers and even car
parts. Not so few companies are working in this direc-
tion in the world. It is known that waste management
is related to climate change in many ways. Greenhouse
gases mainly consist of methane produced by the de-
composition of organic waste. During waste processing
and incineration, greenhouse gases, carbon dioxide and
other pollutants are released. On the other hand, waste
management may also play a positive role by generat-
ing energy and other indirect benefits from waste. A
waste management code was developed in Georgia.
The Waste Management Code is, in many ways, related
to climate change issues. The sector's greenhouse gases
mainly consist of methane produced by the decomposi-
tion of organic waste. However, in this regard, there are
many issues to be resolved in the country.

When we talk about investing in green technology,
there is a whole picture to consider. There are often cas-
es where local businesses do not have enough informa-
tion about the benefits that green technologies bring.
For example, for the manufacturer, along with the re-
duction of production and operating costs, green tech-

11 https://www.iso.org/iso-9001-quality-manage-

ment.html
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nology means an increase in product quality, increased
productivity and an expansion of the product range,
as well as an increase in product reliability and an im-
provement in working conditions. We need successful
projects, making green choices, a path to energy effi-
ciency, energy-efficient buildings in accordance with lo-
cal legislation, and preparing for future climate change.

CONCLUSION

The direction of the country is important, with dif-
ferent approaches and green models, where it is consid-
ered that the economy is a part of society, and society
is a part of nature. Tourism is an industry dependent on
the environment. Today there are many challenges in
terms of sustainable tourism development. It is neces-
sary to develop a strategy that takes into account inter-
national standards, and it is necessary to facilitate the
implementation of reforms in a way that positively af-
fects the sustainable development of the economy. The
green economy is not an abstract concept but a reality.

A model of economic development based on knowl-
edge of sustainable development and ecological econ-
omy should be introduced. A green economy creates
green jobs, ensures real, sustainable economic devel-
opment and reduces environmental pollution, climate
change, environmental degradation, and the threat of
resource depletion. It encourages businesses to pro-
duce green products and services. "It's easy to forget,

but our existence depends on nature. Nature gives us
the basic resources to build our society, healthy soil
that gives us food and raw materials for buildings and
clothes, clean water we drink and clean air we breathe.
This is what we call "natural capital".??

Tourism should be considered in terms of environ-
mental sustainability, with "eco-friendly" hotels, nat-
ural energy sources, protected areas, and responsible
companies that control waste, water quality, and also
inseparably consider environmental sustainability, so-
ciocultural sustainability, and economic sustainability.
The hospitality industry should set science-based car-
bon reduction targets. Green leasing, which removes
barriers, will mutually create a new path to profitable,
sustainable investment. Standardization, as a way to im-
prove the quality of hotel and tourist accommodation
services and support the economic development of the
regional tourism industry, ISO Tourism and related ser-
vices. Any business, regardless of its activity, can make
a green investment. Taking measures in the industry,
which will be adapted to the reduction of low-carbon in-
dustrial emissions adapted to the climate goals, should
be encouraging innovative technologies and services,
organizations that need a large amount of electricity, be
it a hotel, an enterprise, the right solution would be a
hybrid plant, the use of wind, solar plant, depending on
their geographical location.

12 https://csrgeorgia.com/ka/international-stand-

arts/20201204094030-un-global-compact
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ABSTRACT. Every country wants to be energy independent. It is quite difficult to achieve or sometimes prac-
tically impossible. Georgia has declared its desire to have energy independence so that external political or eco-
nomic factors will have less influence on the country's domestic markets. Georgia was able to open up the energy
trains of Russia as much as possible. Therefore, the ongoing war between Russia and Ukraine had less impact on
Georgia compared to other European states. Achieving energy independence requires developing a well-thought-
out plan and successfully achieving the milestones outlined in that plan. Georgia does not import electricity more
than 8-10% each year, but thermal power plants that use natural gas as the main resource generate about 20-
25% of electricity. Therefore, there is necessary to import natural gas from neighbouring countries for electricity
generation. Today, there is a need to use renewable and abundant hydro resources, for which state support and
appropriate measures are required.

KEYWORDS: ENERGY SECURITY, ELECTRICITY, ELECTRICITY IMPORTS, GENERATION, CONSUMPTION.

INTRODUCTION

In general, energy security is one of the basis of the
country's political independence and security, which
cannot be achieved without energy independence. En-
ergy security may play a core role in international rela-
tions. The energy security of Georgia is represented by
the dependence on imported resources, as well as the
socio-economic situation in the country.

The war between Russia and Ukraine has made
even more clear the need for energy independence, not
only for Georgia but also for many European countries.
In this case, the above-mentioned war did not have a
big influence on energy resources for Georgia because
Russian energy (in terms of natural gas imports) is limit-
ed in Georgia as much as possible.

Ensuring the country's energy security is impossible
without implementing regulatory instruments. In terms
of energy security, we must consider a continuous sup-
ply of high-quality energy at an affordable price, which
is painfully acceptable, considering the social condition
of the country's population.

GLOBALIZATION AND BUSINESS #15, 2023

ELECTRICITY MARKET ANALYSIS

Short-term energy security means that the energy
system can promptly balance any disruption in the sup-
ply-demand equilibrium.

The demand for electricity in Georgia is increasing
every year. From 2012 (9,379 mIn.kWh) to 2022 (14,550
min.kWh), consumption has increased by 55%. In the
same period, generation capacity has increased by 48%,
clearly showing the need for imported electricity to
cover increased demand and investments in generation
sources.

Diagram Nel shows the relationship between elec-
tricity production and consumption from 2012 to 2022.
In addition, in 2021, the imbalance between production
and consumption was 12%, and in 2022 — 4% (Commis-
sion, GNERC, 2022).
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DIAGRAM Nel. Electricity generation (delivery to the bus bar) and consumption.

SOURCE: (Commission, GNERC, 2022)

According to 2022 data, the share of local genera-
tion in the total amount of electricity delivered (18,681
GWh) was 76.26%, including electricity generated by
thermal power plants — 23.8%, and imports — 8.21%
(transit —16.92%, losses — 1.38%) (Commission, GNERC,
2022). Similar data for 2021: the share of local genera-
tion in the total amount of supplied electricity (15,621
GWh) is 80.84%, including electricity generated by ther-
mal power plants —18.8%, and imports — 12.84% (transit
—7.58%, losses — 1.26%). The same data for 2020 were
following (12,655 GWH) the share of local generation is

88.18%, including electricity generated by thermal pow-
er plants —23.9%, and imports — 12.72% (transit — 0.8%,
losses — 1.71%) (Commission, GNERC, 2022).

Diagram No2 shows the structure of electricity gen-
erated by thermal, hydro and wind power plants in
2012-2022.

In Georgia, generated and consumed electricity’s
average of 20% is from electricity generated by thermal
power plants, the main resource of which is imported
natural gas (nearly 99% of total consumption). This part
further increases the degree of energy dependence.
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DIAGRAM Ne2. Structure of electricity delivered to the bus bar by power plants.

SOURCE: (Commission, GNERC, 2022).
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Natural gas is a rather expensive energy since the coun-
try has to pay a gas price equivalent to the US dollar
in GEL. The exchange rate of the US dollar against GEL
was quite unstable, especially during the Covid-2019
period. Nevertheless, in the face of increasing demand
for electricity, both in the short and long-term, the de-
velopment of new generation sources and energy infra-
structure, the availability of imports and the provision
of optimal prices are impossible to ensure security.

Due to the transformation and modernization of the
energy sector, Georgia uses foreign sources of energy re-
sources. That is why it is required to do a detailed anal-
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ysis of the import of different energy sources and assess
their potential impact on the country’s energy security.
Although energy independence is a big challenge in the
short or medium-term, the country needs to diversify its
trading partners to achieve energy security.

Diagram Ne3 and Diagram Ne4 reflect the share and
amounts of electricity imports in Georgia in 2015-2022
by country.

At the same time, our country exports electricity
mainly during summer period, when production ex-
ceeds demand. According to the data of 2022, exports
are distributed among the following neighbouring coun-
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DIAGRAM Ne4. Electricity Imports by Countries (%). SOURCE: (Commission, GNERC, 2023).
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tries: Turkey (89%), Armenia (10%) and Azerbaijan (1%)
(Commission, GNERC, 2023).

The annual electricity demand growth is ahead of
local generation. Therefore it is necessary to ensure
that Georgian society is well-informed about the energy
sector dynamics. Importing energy from abroad in the
short term can cover the difference between demand
and generation. Increasing the generation of renewable
energy in the country is necessary not only to reduce
the gap between electricity consumption and genera-
tion but also to eliminate this gap in general and to en-
sure the country's energy security.

CONCLUSION

In accordance with the current legislation in Geor-
gia, the government of Georgia supervises the safety of
electricity supply in cooperation with GNERC and other
competent state bodies and takes measures to ensure
the safe and reliable supply of electricity to the end user:

e Creating a transparent and stable regulatory
framework — with clearly defined functions and
responsibilities of electricity market partici-
pants;

Electricity transmission and/or distribution net-
works maintenance and updating, if it is neces-
sary;

Promotion of renewable energy sources;
Existence of sufficient reserve power of trans-
mission and production for stable operation of
the electric power system;
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e The balance between the demand for electricity
and the availability of production capacities;
® Encouraging the introduction of energy effi-

ciency and new technologies, including de-
mand-side management, renewable energy and
smart metering technologies, and distributed
generation of electricity;

Encouraging energy-saving arrangements;
Elimination of administrative barriers hindering
investments in the electricity energy sector and
minimization of administrative procedures.

The main mechanisms of regulatory support for en-
ergy security are the following:

e Authorization of energy activities and activity
monitoring, which primarily means licensing of
entities;

Implementation of modern trade mechanisms
and imbalance responsibility mechanisms on
the energy markets, which will contribute to
positive investment signals;

Monitoring of energy markets — formation of a
competitive environment, increase the market
liquidity, prevention of abuse of market power;
Processing of supply continuity indicators, set-
ting their limits, implementing appropriate
monitoring and ensuring improvement of indi-
cators;

Incentive tariff regulation based on reasona-
ble-appropriate costs, which involves encourag-
ing investments in the network and, at the same
time, strict control of their implementation us-
ing regulatory audit methods;
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e Annual agreement of network infrastructure
development plans, taking into account energy
security, integration of renewable energy into
the network, and satisfaction of increased con-
sumption;

e Regulatory support for energy efficiency and re-
newable energy development.

In conclusion, it should be mentioned that to
achieve a country's energy security, it is necessary to im-
plement regulatory instruments that require all parties'
active involvement. Without additional investments,
achieving energy security in the long term is practically
impossible. In accordance with the tariff methodology
(approved by the resolution Ne68 dated

December 15, 2020, of the Georgian National En-
ergy and Water Supply Regulatory Commission), the
pre-agreed investments by the Commission are reflect-
ed in the tariff in advance so that the company has the
opportunity to gradually withdraw the spent funds in
the form of the electricity tariff set by the Regulatory
Commission. Consumers should have a proper under-
standing of what is ultimately best for them and the
country. If we want an uninterrupted electricity supply
in the long term at an affordable price and ultimate en-

ergy independence, it is impossible to make additional
investments without reflecting it in the tariff.

Utilization of renewable energy resources remains
one of the priorities for the future development of
the electricity sector to use existing energy resources
in Georgia efficiently, increase electricity security and
sustainability, and fully meet the country's electricity
demand.

Georgia is a rich country in various sources of re-
newable energy. While water resources have historical-
ly played a leading role in Georgia, alternative renew-
able sources are becoming increasingly popular (such
as wind, solar, etc.).

The Commission has an important role in imple-
menting RES and energy efficiency legislation. Further-
more, following the law, the Commission approved the
Rules for Issuing Certificates of Origin of Electricity in
2021. (Commission, GNERC, 2022) The Commission
plays a leading role in regulating and promoting micro
power plants, for which the so-called net metering reg-
ulation has been adopted.

Georgia has a real chance to be an energy-indepen-
dent country.
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ABSTRACT. This article examines the problems related to gambling, particularly in the context of Georgia,
while exploring global approaches that promote responsible decision-making. It discusses various forms of gam-
bling, including lotteries, sports betting, electronic gambling machines (EGMs), and casino games, and their asso-
ciations with problem gambling. The article highlights the link between high gambling involvement and problem
gambling, emphasizing that the level of engagement in gambling activities has a greater impact on behavior than
the specific type of game played. The role of advertising in promoting gambling is discussed, with a focus on the
marketing strategies employed by the industry. Additionally, it provides an overview of the Georgian gambling
market and the legislative provisions implemented to mitigate the adverse effects of gambling on society. More-
over, the article emphasizes the importance of broadcast media monitoring in academic research, particularly in
assessing the effects of gambling advertisements on individuals' behaviors and attitudes. The article concludes by
highlighting the importance of comprehensive analysis combining statistical indicators with social studies to assess
the effectiveness of gambling regulations and reforms. It emphasizes the need for ongoing research to understand

the complexities of gambling behavior and develop strategies to promote responsible gambling practices.

KEYWORDS: PROBLEM GAMBLING, GAMBLING-RELATED RISKS, RESPONSIBLE GAMBLING,

LEGISLATIVE PROVISION.

INTRODUCTION

Gambling has long been a contentious topic, with
attitudes towards it varying across societies. While it
contributes significantly to state economies under free
market and liberal policies, many traditional commu-
nities consider it unethical. As the gambling industry
continues to grow and attract more players, it raises im-
portant questions about why people become addicted
to gambling and the associated risks. This article aims
to examine the problems related to gambling, particu-
larly in the context of Georgia, while exploring global
approaches that promote responsible decision-making.

FORMS OF GAMBLING

The realm of commercial gambling encompass-
es various activities rather than just one. It comprises

90

lotteries, horse and sports betting, EGMs, bingo, card
games, and casino table games that rely on chance,
such as craps and roulette. These forms of gambling are
accessible online and have different variations and com-
binations available (Binde, 2017).

The reasons for engaging in different forms of gam-
bling vary depending on individual perspectives, and as
a result, it is reasonable to assume that different forms
of gambling are linked to problem gambling to varying
degrees (Balodis, 2014; Holtgraves, 2009). According to
behavioral and addiction theories, games with a higher
frequency of returns, such as Electronic Gambling Ma-
chines, have a stronger association with problem gam-
bling than slower and less frequent activities like lotteries
(Haw, 2008; Linnet, 2010). Cognitive theories suggest that
multiple cognitive fallacies are more strongly linked to
problem gambling than other forms of gambling (Goodie,
2013). Sociological theory suggests that excessive gam-
bling is closely associated with gambling types that in-
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volve subcultures in which participants adopt significant
social identities. Neuroscientific research indicates that
certain types of gambling have a greater impact on the
neural substrates involved in decision-making, potential-
ly increasing the risk of gambling addiction due to a com-
plex interaction between the characteristics of gambling
products and individual risk factors (Murch, 2016).

GAMBLING INVOLVEMENT (VERSATILITY)

The link between certain types of gambling and
problem gambling (PG) is well established, leading to
a recent focus on examining participation in various
gaming activities. Statistical analysis of demographic
surveys and large datasets has revealed a positive re-
lationship between heavy gaming engagement and PG
(Holtgraves, 2009; Phillips, 2013). "Involvement" refers
to participation in multiple gambling activities, with low
involvement indicating limited participation and high
involvement indicating participation in a wide range
of activities. This engagement has been referred to as
"versatility" in the literature (Welte, 2004).

Many studies have shown that the association be-
tween problem gambling and various types of gambling
reduces or disappears when statistically controlled.
However, it does not mean that all forms of gambling
are equally harmful. Instead, problem gamblers tend to
have a higher level of gambling engagement, which has
a greater impact on their gambling behavior than the
specific type of game being played. This suggests that it
is not necessarily the type of game that is the problem
but rather the level of involvement in gambling activi-
ties (LaPlante, 2013).

The connection between excessive gambling in-
volvement and PG is not inherently causal. For instance,
a recreational gambler may infrequently participate
in various types of gambling for small amounts, while
someone may have problematic gambling behavior
with only one type of gambling. The link between PG
and increased gambling involvement could explain why
high gambling engagement is associated with PG. Inten-
sity refers to the amount of time or money spent on
gambling, with low intensity indicating relatively small
amounts and high intensity indicating relatively large
amounts. In some studies, "depth participation" has
been used instead of "breadth involvement" to describe
the frequency (i.e., intensity) of gambling. Gambling in-
tensity is directly related to PG (LaPlante, 2013).
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PROBLEM GAMBLING

All types of gambling involve the possibility of win-
ning more than the amount bet, but they vary in their
structural characteristics and the experiences they pro-
vide to the gambler. Lotteries are attractive because
they allow people to bet a small amount and potentially
win a large sum of money. Bingo is often seen as a social
activity. Sports betting has an element of skill involved,
and electronic gambling machines enable players to en-
gage in extended playing sessions where they can place
small bets repeatedly in quick succession, potential-
ly leading to a dissociative state of mind (Parke, 2017;
Binde, 2013).

Demographic surveys have shown that problem
gambling is common among individuals who participate
in different forms of gambling (Binde, 2011). Binde's re-
search found that problem gambling was frequently as-
sociated with interactive online gambling, casino gam-
bling, and electronic gaming machines (EGMs), while
sports pools, bingo, horse betting, and sports betting
were only moderately associated with problem gam-
bling.

A meta-analysis of Canada's legal gambling sector
revealed that video lottery terminals (also known as
EGMs in bars) were the gambling format most strongly
linked to problem and compulsive gambling, according
to researchers (Mazar, 2020).

The data from Sweden revealed a strong association
between problem gambling and several types of gam-
bling, including EGMs, casino gaming, bingo, and poker
(Binde, 2017).

Various studies conducted on clinical populations
and samples of people with gambling problems have
investigated the relationship between different types of
gambling and problem gambling. Grant and Kim's study
of 78 patients diagnosed with compulsive gambling in
the United States found that slot machines, cards, and
blackjack were the most played types of gambling. An-
other study conducted in the United States on individ-
uals seeking treatment for compulsive gambling found
that video lottery terminals, slot machines, casino
games, and lotteries were the most problematic forms
of gambling. These findings may be related to neuro-
marketing, as gambling games and casino venues are
more complex than simple Pavlovian tasks performed
by animals. They involve various stimuli, such as colors,
lighting, reward-related visuals, music, and social cues.
Some studies have attempted to demonstrate that psy-
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chological interventions can alter gambling behavior
by changing activity within the brain reward system.
Therefore, an evolutionary neuromarketing approach
involves investigating the ultimate causes of diverse
brain activity patterns rather than just recording them.
Establishing central neuroimaging data repositories can
help in identifying universal marketing-related fMRI
patterns.

The detection and screening of problem gambling
is crucial for its treatment and prevention. Numerous
studies have established cross-sectional or longitudi-
nal correlates of problem gambling, including traits
and behaviors associated with problem gambling. Re-
search has shown that being male and young is strongly
associated with online gambling. Men take more risks
and have lower levels of impulsive coping compared to
women, and those who take more risks but have low-
er levels of impulsive coping are more likely to gamble.
Gender and gambling engagement, as well as problem
gambling, have been studied through experiments, re-
vealing that men gamble twice as much as women in
terms of participation or frequency. Gender differences
in problem gambling are also significant, with a higher
percentage of male gamblers having gambling disorders
compared to female gamblers. Researchers have used
regressions to examine gender differences in gambling
engagement and issues (Griffiths et al., 2009b; Ladd
& Petry, 2002; Petry, 2006; Petry & Weinstock, 2007,
Wong, 2010, 2013).

Engaging in risky activities is not only prevalent
among adults but also among adolescents. According
to global research, gambling is 2-4 times more common
among teenagers than adults. Adolescent gamblers, like
adult gamblers, are more likely to be male, and men are
more likely than women to develop gambling problems
(Derevensky, 2004). Peer group gambling is an import-
ant component, much like other elements of adoles-
cent peer activities. Peers may introduce gambling as a
shared social activity. However, when teenagers devel-
op gambling issues, previous companions are replaced
with gambling acquaintances, which can perpetuate or
intensify the problematic behavior (Gupta, 2000).

Teenagers are at higher risk of developing gambling
problems if they have parents with gambling issues,
start gambling at a younger age, and exhibit more im-
pulsive behavior. Furthermore, adolescents from fami-
lies with gambling issues are more likely to gamble than
those without such issues (Derevensky, 2004).

Research has suggested that risky behavior may be
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related to the brain formation process, which can result
in heightened sensitivity to rewards in certain regions
of the brain. The amygdala, ventromedial prefrontal
cortex, and other brain systems that are responsible for
regulating harm avoidance may not be fully developed,
which can contribute to the tendency towards risky be-
havior (Chambers, 2003).

ROLE OF ADVERTISING

It is widely acknowledged that the media wields
significant influence over people's actions and per-
spectives. In the realm of commercial advertising, the
conventional approach aims to capture customer atten-
tion, foster positive sentiments towards the product,
and promote the adoption of the advocated messag-
ing. In modern marketing, an emotional component
is added to create additional value for customers. The
gaming sector, being highly attractive to marketers, ap-
plies various marketing techniques within one of the
fastest-growing industries driven by new technologies.
Gambling advertisements directly impact interest and
accessibility by informing individuals about gambling
opportunities through communicative strategies.

Analyzing the content of several gambling plat-
forms in Georgia reveals that the advertising messages/
slogans encourage individuals to believe they have fa-
vorable chances of winning or recouping their money.
These advertisements emphasize luck rather than hard
work or sensible investing, promoting the allure of luck,
dreams, and free entertainment while exaggerating the
probability of winning. Marketing campaigns that pro-
mote gambling as a means to secure an ideal, easy, and
immediate future have proven highly appealing, albeit
risky, for individuals who neglect other essential aspects
of life, such as employment and education.

Different advertising and marketing strategies are
employed to promote gambling products, including
media advertisements that shape potential customers'
perceptions through placements and direct promotion.
Such strategies play on self-identity, social status, and
sexuality, appealing to the cognitive aspects of adver-
tising. Personal communication also triggers an emo-
tional connection when individual gamblers are treated
specially and made to feel valued within the company.
Exceptional service, personalized communication, VIP
benefits, participation in exclusive events, and other
perks enhance gamblers' comfort and sense of unique-
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ness, influencing their loyalty and behavior towards the
company.

Digital advertising is widely utilized in Georgia, le-
veraging the rapidly growing direction of online market-
ing, which allows for data analysis and is both feasible
and effective. Pop-up promotions for gambling sites are
frequently encountered on various websites in the form
of pre-rolls, static and animated banners, and even
gambling-related emails. Internet advertising facilitates
a swift online gambling experience as users can easily
access demo versions and gain a better understanding
of the nature of the site.

Prominent celebrities are increasingly employed
by major operators to endorse and lend credibility to
gaming brands. High-profile female celebrities, sports
personalities, and influencers are used in promotions
and advertisements targeting predominantly male au-
diences, enticing them to engage in gambling. Famous
artists and sports figures endorse products by appear-
ing in commercial media advertisements and wearing
branded items available for purchase by consumers.

Sponsorship remains a prevalent form of indirect
advertising that enhances the glamour associated with
products and fosters public trust in the company. Sports
sponsorship is emerging as a primary marketing plat-
form for gambling firms, which is significant in Georgia,
where sports development relies heavily on private-sec-
tor sponsorship.

OVERVIEW OF GEORGIAN MARKET
AND LEGISLATIVE PROVISIONS

Over the past twenty years, the gambling industry
in Georgia has experienced substantial growth. This
development has had a positive impact on the coun-
try's micro and macroeconomic indicators. However,
it has also had societal implications and has given rise
to various social issues. Presently, the Revenue Service
is responsible for issuing permits in the gaming sector,
which include permits for establishing gaming machine
cabins, organizing gambling salons, setting up gambling
clubs, operating totalizers, arranging lotteries, organiz-
ing bingo, conducting incentive raffles, and providing
gambling and/or games with prizes.

In response to the societal context, the government
took certain measures concerning the expansion of
the gaming industry. As of March 1, 2022, new regula-
tions regarding the gaming business were implemented
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based on the initiative of the Prime Minister of Georgia.
These regulations include a prohibition on online gam-
bling for individuals under the age of 25 and for individ-
uals listed as dependent or prohibited persons, such as
socially vulnerable individuals and civil servants. Addi-
tionally, gambling operators are now required to record
information about individuals entering gambling prem-
ises, following the rules established by the Minister of
Finance of Georgia. Companies have been instructed to
prevent players from transferring or depositing money
into another player's gaming accounts (Legislative Her-
ald of Georgia, 2022).

The aim of implementing legal regulations was to mit-
igate the adverse impact of gambling on society. In pur-
suit of this objective, amendments were made to Article
8 of the Law of Georgia "On Advertising". Consequently,
the distribution of advertisements related to gambling
and games of chance in any form or through any means,
including electronic communication networks, was pro-
hibited. However, there were two exceptions to this
rule. Firstly, advertisements could be placed in real and
virtual spaces only in areas where the lawful operation
of gambling and/or totalizer facilities is permitted. Sec-
ondly, advertising placement was allowed in exchange
for sponsoring sports events, sports competitions, and
activities of sports organizations, as well as in designated
areas such as international airports and border-customs
checkpoints (Legislative Herald of Georgia, 2022).

It should be highlighted that the most recent update
of statistical data in the gaming industry occurred in the
first quarter of 2023, specifically during the months of
January and February. The statistics from this period
hold considerable significance as they represent the ini-
tial indicators following the implementation of the new
regulations introduced by the government.

During the period from March 1, 2022, to March
2023, a total of 1,457,526 individuals were recorded
in the list of prohibited persons in the database of the
Revenue Service under the Ministry of Finance. Among
them, 4,901 individuals were registered as dependents,
with 34 individuals included based on a court order
and 4,867 applications submitted by individuals them-
selves. These data demonstrate the effectiveness of the
non-enumeration system established by the legislation,
as it provides the necessary data for analysis across var-
ious domains (Revenues Service, 2023).

It is worth noting that there has been a 12% reduc-
tion in gaming business fees based on the January-Feb-
ruary 2023 budget. The data from the state treasury
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reveals that a total of 1,874,465.50 GEL from gaming
business fees was allocated to the consolidated budget
during the first two months of the current year, com-
pared to 2,124,796.21 GEL received during the same
period in the previous year.

A substantial decline of 81% was observed in the
funds generated from the incentive lottery. The State
Treasury data indicates that during the first two months
of 2023, a total of 335,137.50 GEL was allocated to the
budget from the incentive lottery, in contrast to the
amount of 1,779,946.11 GEL received during the corre-
sponding period in 2022 (State Treasure, 2023).

Conversely, there has been a significant rise of 160%
in the funds contributed to the budget from gaming
machines. During the months of January and February
2023, a total of 808,734.00 GEL was allocated to the
budget from gaming machines, in comparison to the
amount of 310,800.10 GEL received during the same
two-month period in 2022.

The examination of statistical data reveals contrast-
ing trends in the areas of licenses and incentive draws,
suggesting a potential decrease in the number of par-
ticipants. Conversely, there has been a notable surge in
the contributions to the budget originating from gam-
ing machines, implying a contrasting observation. This
discrepancy highlights the need for a comprehensive
analysis that combines statistical indicators with social
studies to assess the progress made towards the in-
tended objectives of the implemented reforms.

BROADCAST MEDIA MONITORING

One of the essential aspects of academic research
is the collection and analysis of quantitative data, which
is also true for studying the field of gambling. However,
in this area, there are several challenges that resultin a
lack of practical statistical data. These difficulties pose
limitations to conducting empirical studies due to the
unavailability of necessary data.

An important consideration for this paper is to de-
fine the extent of gambling in Georgia in order to ad-
dress tangible and noticeable issues surrounding the
topic. It is worth noting that the Statistics Office does
not directly possess data on the number of players
across the country. To determine the scope of the field
based on official data, one can rely on the annual bud-
get contributions from gambling companies. However,
these statistics are not publicly accessible, and obtain-
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ing them requires filing a public information request.

Given these circumstances and to understand the
extent of the restrictive and obstructive factors, it was
decided to analyze media data to gain insights into the
scale of the gambling industry.

In collaboration with the media agency, data on the
amount spent on gambling advertisements in the tele-
vision space and the results obtained during 2020-2021
were made available for research. It is important to note
that the agency utilizes the internationally recognized
and licensed program "Kantar" for data collection. Kan-
tar is a data and evidence-based organization that pro-
vides insights and practical recommendations to clients
worldwide. They gather data digitally and disseminate
real-time insights across more than 90 markets globally.

The summarized data for 2020 and 2021 reveals
that the estimated total expenditure on gambling ad-
vertisements by television companies during this pe-
riod amounted to GEL 371,457,788. It is important to
acknowledge that the estimated value represents an
initial figure reflecting the position of television com-
panies in their pursuit of generating revenue from the
gambling industry. This value is adjusted based on mar-
ket conditions, pricing policies, and existing commercial
contracts. According to the same data, in 2020, TV ad-
vertisements reached a total of 319,763 units targeted
at the audience, while in 2021, the figure increased to
382,420 viewers. The statistics indicate that 99.6% of
the target audience viewed the advertisements three
or more times. The technical description encompass-
es the population of Georgia, with the target audience
being individuals aged 18 years and above. The period
of analysis spans two years, from January 1, 2020, to
December 31, 2021. The status of the advertisements
was live, and the viewing was on the same day as live
(VOSDAL). The sample size for this analysis is 1,212,000
viewers (Havas Media Group, 2022).

Based on the information obtained through media
monitoring, it can be inferred that most gambling com-
panies in Georgia allocated marketing costs to advertise
their products across multiple channels to reach a wider
population.

A crucial subject of examination pertains to the
monetary gains acquired by television stations during
the timeframe spanning from 2020 to 2023. This par-
ticular period assumes significance as it signifies the
influence of government regulations implemented in
March 2022 upon the domain of television advertising
enterprises.
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As per the data provided by the National Communi-
cations Commission, the aggregate value of televisions,
as reported by companies, amounted to 136.15 million
GEL in 2020. In the subsequent year of 2021, this figure
declined to 127.35 million GEL and further decreased
to 119.68 million GEL in 2022. It is noteworthy that
the market exhibited a general downward trajectory
in revenues during the 2020-2022 period, potentially
attributed to the repercussions of the pandemic. How-
ever, it is evident that the regulations imposed on the
gaming industry played a significant role in the 6% re-
duction observed in the market in 2022 (Communica-
tions Commission, 2023).

To exemplify the aforementioned, a comparison can
be made between the data from March 2021 and the
corresponding indicators in 2022, which corresponds to
the period when the prohibition on all forms of tele-
vision advertising related to the gaming industry was
implemented. In 2021, this metric stood at 6.59 million
GEL, whereas in 2022, it decreased to 3.45 million GEL.
The substantial decline of 48% serves as a testament to
the influence of advertising restrictions imposed on the
gaming sector on the advertising volumes within the
television market (Communications Commission, 2023).

RESPONSIBLE GAMBLING

Gambling is an activity that involves taking risks
and relies on chance to determine its outcome. The
frequency and intensity of gambling can vary among
individuals, ranging from no involvement to high levels
of participation. Recognizing the potential risks associ-
ated with gambling, many countries have implemented
Responsible Gambling (RG) programs. These initiatives
aim to promote safe and responsible gambling practic-
es while mitigating the negative consequences that can
arise from excessive or problematic gambling behaviors.

Responsible Gambling refers to a set of policies,
practices, and initiatives designed to ensure that gam-
bling activities are conducted in a manner that minimizes
harm to individuals and society as a whole. The primary
goals of RG programs are to prevent gambling-related
problems, promote informed decision-making, and pro-
vide support and assistance to individuals who may be
at risk or experiencing difficulties due to their gambling
habits (Blaszczynski, 2004).
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KEY COMPONENTS OF RESPONSIBLE
GAMBLING PROGRAMS:

Public Awareness and Education: Responsible Gam-
bling programs emphasize the importance of informed de-
cision-making and aim to increase public awareness about
the potential risks associated with gambling. This includes
educating individuals about the odds, probabilities, and
potential negative consequences of excessive gambling.

Player Protection Measures: RG programs often in-
clude player protection measures such as age verification
processes to prevent underage gambling, self-exclusion
programs that allow individuals to voluntarily exclude
themselves from gambling activities, and spending limits
to help individuals maintain control over their gambling
expenditures.

Support and Treatment Services: To address gam-
bling-related problems, RG programs provide access to
support and treatment services for individuals and their
families who may be affected by gambling addiction or
other gambling-related issues. These services may include
helplines, counseling, and referral programs to specialized
treatment centers.

Collaboration with Industry: Responsible Gambling ini-
tiatives often involve collaboration between gambling op-
erators, regulatory bodies, and relevant stakeholders. This
collaboration aims to develop and enforce responsible
gambling policies and practices within the industry. It may
include measures such as advertising regulations, respon-
sible marketing practices, and staff training on identifying
and addressing potential gambling-related problems.

Given the intricate nature of gambling, the responsibil-
ities and obligations of various stakeholders such as indus-
try operators, healthcare and welfare providers, communi-
ty groups, customers, and government agencies are vast.
In 2004, the initial proposal by Blaszczynski introduced
the Reno Model, which serves as the pioneering strategic
framework for guiding Responsible Gambling (RG) strat-
egies. The Reno Model framework offers a structured
approach for adopting, implementing, and evaluating
scientifically validated initiatives and methods within RG
programs. Through best practices, it has been determined
that the Reno Model emphasizes the implementation of
five key strategies: Self-exclusion; Study of gambling hab-
its to create systems capable of detecting sensitive events;
Limit Setting; Specific RG; Features Employees training.

Differentiating responsible gambling from rehabili-
tation programs targeting problem gamblers is essential.
Professionals involved in public health programs, includ-
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ing counseling and other healthcare services, retain the
responsibility of addressing and providing treatment for
individuals who have experienced harm because of gam-
bling (Blaszczynski, 2004).

Responsible gambling is rooted in the principle of in-
formed choice and regarding gambling as a personal de-
cision. This principle aligns with human rights policies and
emphasizes that individuals have the autonomy to decide
whether to engage in gambling activities. These decisions
are shaped by a series of choices made by individuals with
access to pertinent information. Informed choice guar-
antees individuals the freedom to determine their par-
ticipation in gambling based on accurate and unbiased
information. By providing participants with relevant and
evidence-based information, the aim is to assist them in
making well-informed decisions (Blaszczynski, 2004).

While analyzing the strategies of Georgian gambling
providers, the direction of RG is also starting to develop.
However, only a limited number of companies embrace
the principles of the Reno Model and recognize the sig-
nificance of fostering positive customer attitudes towards
gambling, even from a business or commercial perspec-
tive. It is crucial to note that the involvement in promoting
responsible gambling extends beyond the industry itself,
encompassing individuals and society.

CONCLUSION

In conclusion, gambling-related risks and problem
gambling are important issues that require attention from
policymakers, researchers, and society. This article has ex-
plored various aspects of gambling, focusing on the con-
text of Georgia while also drawing insights from global
approaches to responsible gambling. Different forms of
gambling, such as lotteries, sports betting, electronic gam-
bling machines (EGMs), and casino games, have varying
associations with problem gambling. However, it is the lev-
el of involvement in gambling activities that has a greater
impact on behavior than the specific type of game played.
This highlights the importance of considering the overall
gambling engagement of individuals when addressing
problem gambling. Advertising plays a significant role in
promoting gambling and shaping people's perceptions.
Marketing strategies employed by the industry often em-
phasize luck and the allure of winning, which can lead to
unrealistic expectations and excessive gambling behavior.
It is essential for regulatory authorities to closely monitor
and regulate gambling advertising to ensure responsible

96

messaging and protect vulnerable individuals. In Georgia,
the gambling industry has experienced significant growth
in recent years. To mitigate the adverse effects of gambling
on society, legislative provisions have been implement-
ed, including restrictions on online gambling for certain
groups and limitations on gambling advertising. These
measures aim to promote responsible gambling practices
and protect individuals from harm. Future research and
analysis are crucial to understanding the complexities of
gambling behavior and developing effective strategies for
responsible gambling. Comprehensive studies combin-
ing statistical indicators with social research can provide
valuable insights into the effectiveness of gambling regu-
lations and reforms. Ongoing monitoring of the Georgian
gambling market and its impact on society will help policy-
makers make informed decisions and implement targeted
interventions. Furthermore, preventive measures should
focus on early detection and screening of problem gam-
bling, particularly among vulnerable populations such as
adolescents and individuals with a family history of gam-
bling issues. Education and awareness campaigns can play
a vital role in promoting responsible gambling behaviors
and reducing the stigma associated with seeking help for
gambling problems. In summary, addressing gambling-re-
lated risks and promoting responsible gambling practices
require a multifaceted approach that involves regulatory
measures, responsible advertising practices, and com-
prehensive research. By understanding the complexities
of gambling behavior and implementing evidence-based
interventions, societies can minimize the harm caused by
problem gambling and create a safer gambling environ-
ment for individuals.

LIMITATIONS

Overall, while the article provides valuable insights,
its limitations should be considered when interpreting
the findings and considering their implications. Firstly, the
research is based on a single study, which may limit the
generalizability of the findings. Additional studies with
larger sample sizes and diverse populations are needed
to confirm the results and establish broader applicability.
Secondly, the study design is cross-sectional, which limits
the ability to establish causal relationships between vari-
ables. Longitudinal studies that track participants over
time would provide a more comprehensive understanding
of the dynamics and temporal associations involved.
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ABSTRACT. The presence of the business and a proper business environment is essential for the multifaceted
development of our country. Therefore, its preservation has the same importance as well, that is provided by the
insolvency law through the rehabilitation regime. The article discusses the importance of the rehabilitation regime
for a business entity.

The article hereof provides the actions taken by various authorities through adopting laws, introducing inter-
national standards, etc. For example, on the Ministry of Justice of Georgia initiative, the Parliament of Georgia
adopted the Law “On Rehabilitation and Collective Satisfaction of Creditors’s Claims” in 2020.

The work also discusses the judiciary and its role in saving the business based on a specific example. The work
also reviews the place of Georgia in various ratings, such as those of “Doing Business” and “The Heritage Founda-
tion”. Considering their importance and influence, the above-mentioned ratings and the place held by Georgia are
a guide for foreign investors.

The place of the judiciary in the rating, which has experienced stagnation, should also be noted. This, of course,
has a negative impact on both local and international levels for those interested in doing business in Georgia. De-
spite the presence of an appropriate legal framework within the scope of the issue under consideration, however,
the numbers that are read in the ratings do not give us the opportunity to state that there is a sound environ-
ment for doing business in Georgia. For this, it is obvious that only the insolvency law's presence is insufficient.

KEYWORDS:INSOLVENCY, REHABILITATION, INSOLVENT DEBTOR, BUSINESS LEGAL POLICY.

INTRODUCTION

The Law “On Insolvency Proceedings”, adopted in
2007, has left a significant trace in legislative and prac-
tical development and in scientific terms. Deepening
of knowledge made us face the new legislative needs,
which resulted in the development of the draft law by
the Ministry of Justice and its subsequent adoption by
the Parliament in the form of the Law “On Rehabilita-
tion and Collective Satisfaction of Creditors’ Claims”. In
addition to the above-mentioned important domestic
news, which led to amendments to the legislation and
development in the current direction, we should not
forget that the “Association Agreement” was ratified by
the Parliament of Georgia on June 26, 2014, which, in-
ter alia, involves the approximation of the Georgian law
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with the EU legislation, between the European Union
and the European Atomic Energy Community (Euratom)
and their Member States.! The obligation to adopt the
new insolvency law was not directly derived from the
Association Agreement, however it did not cause con-
tradiction with the directives either. This can be con-
sidered as a manifestation of the country’s free will for
the benefit of development and success, which has a
positive reflection in favour of our country on a yearly
basis. As an illustration, let’s discuss “Doing Business”
ratings of the World Bank of recent years, where Geor-
gia ranks 6% or 7" place in terms of ease of doing busi-
ness. For example, as of 2019, Georgia was in 6% place,?

1 Association Agreement, Article 1.2 g. [last viewed on
April 07, 2023].
2 A World Bank Group Flashing Report, Doing Busi-
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where it left behind such leading countries of the world
as Norway, USA, UK, etc. And according to the data of
2020, Georgia took 7t place?, after advancing over the
USA. One of the components of this research refers to
insolvency, in which we are ranked on the 64" place,
and last year we were ranked on the 60" place.* Suc-
cess in launching a business should be converted into
business preservation (through rehabilitation), which,
as we witness, is of great importance in the develop-
ment of the insolvency sector. It is believed in economic
science, that the state must create favourable condi-
tions for the formation and development of business, in
which, in addition to political stabilization, and creation
of a competitive and favourable social environment, le-
gal provision of business is also necessary,® which is one
part of the creation of an investment climate along with
economic, political and social factors that determine
the attractiveness of country for foreign investments.®
And in the science of law, a scientist in the field of insol-
vency — Roin Migriauli, pointed out the interest of the
state in the law, in favour of the rehabilitation regime,
for prevention of bankruptcy proceedings in his work
back in 2017.7 It is after this that Georgia starts to pay
attention to the field of insolvency in the world ratings,
which contributed to the change of legislation and giv-
ing priority to the rehabilitation regime therein. The ar-
ticle is interesting, as it discusses the actions of all three
branches implementing the state governance, in terms
of creation, adoption and proper introduction of the ap-
plicable insolvency law in practice.

During the fulfilment of the work, such types of re-
search were used as descriptive, inductive, qualitative,
comparative, data analysis, etc. The purpose of the re-
search topic is to study the state's business legal policy
of insolvency.

The research topic is the study of the Georgian leg-
islation on insolvency, in particular, within the scope of
the purpose and meaning of the rehabilitation regime.

ness 2019, 16™ EDITION. Pg. 5.

3 Comparing Business Regulation in 190 Economies, Doing
Business. 2020. Pg. 4.

4 Doing Business (2020), Ministry of Economy and
Sustainable Development of Georgia, 2020.

5 G. Shubladze, M. Nanitashvili, (2011) Basics of Busi-
ness. Publishing house: Universal, Thilisi.

6 Qogiauri, L., (2017) Foreign Investments, Thilisi. Pg.
71.  http://91.208144135/~grunistory/download.
php?tocken=a0283cf715200960c1c4c3e3f83¢c41d3

7 R. Migriauli, (2017) Introduction to Bankruptcy and
Insolvency Law. 3" revised edition. Publisher: Law-
yers’ World, Thbilisi. Pg. 233.
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The research object is the involvement of the state
governance implementing branches and their role in
implementing the rehabilitation regime.

STATE AND LAW

Within the scope of the responsibility mentioned
above in the introduction, the state, in parallel with
the international arena, did its best not to lag behind
the world economic pulse and developed the Law “On
the State Budget of Georgia for 2020”, which clearly
described the priority programs for the development
of the state. The issues related to insolvency were in-
cluded in the priority ranks, which were formulated as
follows: “The insolvency system will be reformed for
the purpose of improvement of the procedures related
to insolvency proceedings. There will be more incen-
tives for rehabilitation of enterprises, more guarantees
to ensure the protection of creditors’ rights and legal
interests.”® In fact, development of the draft Law “On
Rehabilitation and Collective Satisfaction of Creditors’
Claims” by the Ministry of Justice of Georgia was a huge
step forward for implementation of the reform. In addi-
tion to the Law “On Budget”, the government program
of 2019-2020 focused on the reforms in the field of in-
solvency, where the greatest importance was given to
the development of economy, which was considered
to be ensured by the reform of the insolvency system.
It was aimed at rehabilitation of the debtor and ensur-
ing the rights and legal interests of creditors with more
guarantees.’ In the report on the above-mentioned pro-
gram, we can find that the set goal was fulfilled, on the
basis of which the Law “On Rehabilitation and Collective
Satisfaction of Creditors’ Claims” was developed.®

Each branch implementing the state governance
should contribute to the initiation and establishment
of law-making within the scope of its own capabilities,
afterwards its development and correct interpretation
in practice, maximum application of all kinds of resourc-
es for business prosperity, etc. | believe that the suc-
cess of the business is directly related to the success
of the country. Its prerequisite is establishment of a

8 The Law of Georgia “On State Budget”, 2020 [last
viewed on April 07, 2023].

9 Government Program 2019-2020, September, 2019
[last viewed on April 07, 2023].

10 Report on performance of the Government Pro-
gram, 2019-2020. September, 2019 - May, 2020. Pg.
57. [last viewed on April 07, 2023].
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legal framework. Even, according to the philosophy of
law — “what is legal — is useful for people”.!* To ensure
this, the legislative and executive authorities have done
everything within the scope of their competence, and
now we have the Law “On Rehabilitation and Collective
Satisfaction of Creditors’ Claims” in force. After all, the
judiciary is of great importance, in particular, for accep-
tance of application in the proceeding, opening the re-
habilitation regime, etc.

IMPORTANCE OF THE REHABILITATION
REGIME

Importance of the rehabilitation regime encom-
passes various fields and interests. In addition to the
legal importance of preserving the existence of an en-
trepreneurial entity, continuing presence in the Reg-
istry of Entrepreneurs and Non-Entrepreneurial Legal
Entities, rehabilitation has huge material importance
— as in terms of continuation of the actual activity of
its enterprise. The Constitution is the guarantor for pro-
tection of everyone’s rights. The Constitution of Geor-
gia ensures freedom of entrepreneurship, prohibits
monopolistic activities, except for the cases allowed by
law, etc.? However, it is considered that the state itself
creates a monopoly in certain cases due to individual
characteristics of the field of law and activity,®® for ex-
ample, while granting the licenses and during the issues
regulated within the framework of the intellectual law.
Regardless of the topic’s specific, we have to remember
that “free competition is considered as the best way to
achieve the economic welfare, and the main goal of the
legislation regulating competition is to increase the eco-
nomic welfare of the society”?* and it is considered to
be of primary importance in the economy.?®

As for international investments — whether it is
launching a business in the local market, establishment
of a branch, relocation of an enterprise or something

11 G. Radbrukh (2012), 5 Minutes of Philosophy of Law,
Journal of Law: Table of Contents, N1-2 (3-4), Thilisi,
translated by Dimitri Gegenava.

12 Constitution of Georgia, Article 26. [last viewed on
April 07, 2023].

13 Mankiw, N. G. (2009). Principles of Microeconomics,
fifth edition, Harvard university. Pg. 318.

14 “Competition Policy in Georgia” International
Transparency - Georgia (2016) Thilisi. Pg. 6.

15  S. Petelava (2007), Theory of Competition and Anti-
mological Regulation in Georgia, Publishing House:
Loi, Thilisi. Pg. 13.
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else, prior to making a decision, it is important for the in-
vestor/businessman to have the stability, favorability and
compliance of domestic legislation with the international
standards, because from the beginning, they determine
in the contract which country’s tribunal must consider
the case if a dispute occurs, they are guided by the norms
of domestic law in general, in the process of action.®

In the end, we should not forget about the bene-
fits of the welfare sector, in particular, the rehabilitation
regime, and — “We are obliged to save those who are
worth saving"”.'” Through rehabilitation, in preservation
of the debtor, we should see the universal importance
of continuing his/her existence, taking into account the
above-mentioned or other reasons. If the debtor is not
rehabilitated, the necessity of the bankruptcy regime
will arise, which will be followed by the opposite actions
of rehabilitation, in particular, withdrawal from the Reg-
istry of Entrepreneurs and Non-Entrepreneurial Legal
Entities, and before that — realization of the bankruptcy
mass for satisfaction of the creditors, etc. The rehabili-
tation regime serves to avoid all this, which is the best
way to overcome the crisis and protect the interests
of both the debtor and the creditor, that is a mean of
prevention of disappearance of the bankruptcy — debt-
or from the civil circulation, that is called “the second
chance”. It is believed that if there is a “second chance”
and the rehabilitation process is successfully imple-
mented, it will contribute to the development of the
entrepreneurial activity.’® As we can see, importance of
the rehabilitation regime goes far beyond the scope of
the insolvency sector. And, its use and implementation,
in addition to the interests of the debtor, is of national
importance, both inside and outside the country.®

THE GOAL OF THE REHABILITATION REGIME

The goal is of great importance in any issue. The re-
habilitation mode is no exception as well. The goal of
the rehabilitation regime is realized in favor of several

16 Rudolf Dolzer, Christoph Dchreuer (2008), Princi-
ples of international investment law. Oxford Uni-
versity Press. Pg. 265 and the next.

17 G. Erkomaishvili, L. Gigauri, N. Talakhadze, Basics
of Entrepreneurship. Pg. 16. http://www.bpa.ge/
book/book01.pdf

18 International Monetary Fund: Orderly & Effective
Insolvency Procedures.

19 M. Ketiladze (2023), “Sustainable Development
Goals and Rehabilitation Regime”.
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actors. For example: the state, the creditor, the debt-
or himself/herself, etc. Exactly the goal determines the
direction of the regime and the interests of the parties.
According to the Law “On Insolvency Proceedings”, sat-
isfaction of the demands of the creditors were com-
bined in the goal of rehabilitation — by improvement of
the debtor’s financial and material-technical condition,
perfection of the management system, increasing the
success and profitability of the debtor’s commercial ac-
tivities, as well as the possible optimization of the trust-
ee’s property.?® As we can see, according to the law, the
goal was set not only towards the interests of the debt-
or, but also in the interests of the creditor. If the debtor’s
goal was to save the enterprise through improvement
of the situation, increasing the profits and other means,
the creditor’s goal was to satisfy his/her interests. It is
obvious, realization of the creditor’s goal went through
the realization of the debtor’s goal. Accordingly, the
creditor had no less interest in the debtor’s successful
rehabilitation regime, because he/she would be able to
satisfy the requirements only if the debtor’s rehabilita-
tion goal was achieved.?

According to the applicable Law “On Rehabilitation
and Collective Satisfaction of Creditors’ Claims”, the
purpose of the rehabilitation regime is to approve the
rehabilitation plan,? upon enforcement of which, the
rehabilitation regime is carried out.?*> However, it will
find continuation in the result of its approval. In par-
ticular, its implementation becomes binding for all par-
ties involved in the plan, including for those creditors,
whose demands were not recognized and for those
creditors, who voted against the rehabilitation plan.?
With this, the norm emphasizes the wording stated in
the title and the purpose of the law — satisfaction of all
creditors through rehabilitation is important for it.

In conclusion, that the goal of rehabilitation is not

20 Law on Insolvency Proceedings, Article, 3.S. [last
viewed on April 07, 2023].

21 M. Ketiladze, R. Migriauli (2022), “Active role of the
insolvent debtor in the rehabilitation regime”, Cau-
casus International University, International Scien-
tific Conference, Challenges of Modern Law, Thilisi.

22 Law on Rehabilitation and Collective Satisfaction
of Creditors’ Claims. Article 69.1. [last viewed on
April 07, 2023].

23 Explanatory card on the draft Law of Georgia on
Rhabilitation and Collective Satisfaction of Credi-
tors [last viewed on April 07, 2023].

24 Law on Rehabilitation and Collective Satisfaction
of Creditors’ Claims. Article 85.2 [last viewed on
April 07, 2023].
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focused on one side of the regime, thus it establishes
the opinion that the rehabilitation regime is an effective
tool for realization of participants’ interests in insolven-
cy proceedings.

THE HERITAGE FOUNDATION INDEX
AND GEORGIA

One issue is a proper existence of the domestic le-
gal framework in the country, based on the Constitution
and other normative acts, and the other one is its im-
plementation in practice. The Heritage Foundation is an
authoritative research institution, which measures the
level of economic freedom of more than 180 countries
on annual basis, that is determined through evaluation
of 12 components. These components are grouped into
4 main groups: 1. Rule of law (property rights, judicial
effectiveness, government integrity); 2. Government
size (fiscal health, government spending, tax burden);
3. Regulatory efficiency (business freedom, labor free-
dom, monetary freedom); 4. Market openness (free-
dom of trade, investment, finance). Each parameter is
evaluated on a 100-point scale (0 — the lowest level of
economic freedom, 100 — the highest level of economic
freedom).?> In the Index of Economic Freedom of The
Heritage Foundation, Georgia’s economic freedom was
assessed with 68.7 points in 2023. According to this in-
dex, Georgia is among the countries with a moderately
free economy and ranks 35 place in the world. Com-
pared to the previous year, Georgia’s position in the “In-
dex of Economic Freedom” has decreased by 9 places,
and the rating has deteriorated by 3.1 points. In addi-
tion, during the period of 2012-2023, Georgia received
the lowest rating in 2023, however, achieved the high-
est rating in 2021 (77.2 points). According to the data
of 2023 of The Heritage Foundation, the rating score of
Georgia has worsened in 8 out of 12 components, these
are: property rights, judicial effectiveness, government
integrity, fiscal health, government spending, business
freedom, monetary freedom, trade freedom. The eval-
uation score remained the same in 2 components: tax
burden, investment freedom. The rating improved in
only 2 components: labor and financial freedom.?®

25 https://factcheck.ge/ka/story/41730--8s3mm-
00bL-39000mbobobogMmgdab-06gdbom-bogds-
Mho37mmB8-10-§amosbo-3mmagmabomn-8603367-
mMmm3560-§0bb3ms-9A3765-o-3mBa0s-31-5030-
M00-350713xMOJLS

26 https://factcheck.ge/ka/story/41730--8cs3Mm-
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APPENDIX Nel: OVERALL SCORE. SOURCE: Index of Economic Freedom.

This analysis reveals that it is not enough to settle
the issue only at the legal level. Therefore, it is import-
ant to take various effective steps. First of all, giving the
maximum freedom to business, which should preserve
the existing capital and, in the future, attraction of in-
ternational investments. Each component individually
carries the greatest importance, which creates a com-
mon chain for preservation or launching a business (see
Appendix 1%).

When we are talking about saving and recovery of
business, proper action of judiciary is of great impor-
tance, of course within the scope of law. Taking the is-
sue under consideration by bringing the insolvency into
the scope of law. The research of The Heritage Foun-
dation, shown in the chart below, makes it clear that
judicial effectiveness is stagnating. Judiciary, which is
an independent body and differs in nature from other
executive authorities, bears their equal responsibility
within the scope of its powers.

Therefore, the judiciary should ensure the increase
of effectiveness in every way, implying the introduction

00b-373000mb0babNlMxdab-06xjbom-badsmm3g-
amm3-10-§mosbo-3Mmamabomn-8603360mm3s-
60-§06L30MS-5h3765--3MB0ENS-31-9CC30MON-3o-
0ndxmogbs

27 https://indexdotnet.azurewebsites.net/index/visualiz
e?cnts=georgia&type=9&fbclid=iwar3na3pvl7wzvrcsn

d95jakd9dkkel606jzgvngaduitwcuuyccxlzaca70
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of legal norms in proper knowledge and application, the
equality of parties and introduction of other rights in
practice. The judiciary, as one of the branches of gov-
ernance, both locally and internationally, should share
its meaning, purpose and goals of existence, so that the
current reality and assessments made in local or inter-
national researches can be changed with a positive indi-
cator (see Appendix 2%%).

JUDICIAL PRACTICE — ACCORDING TO THE
EXAMPLE OF JSC ,,ELMAVALMSHENEBELI“

On December 30, 2022, the representative of JSC
,Elmavalmshenebeli“ applied to the Civil Case Panel of
the Thilisi City Court with a request to open the reha-
bilitation regime. The court reviewed the application
and appended documents, it considered that the ap-
plication did not comply with the requirements of the
Law “On Rehabilitation and Collective Satisfaction of
Creditors’ Claims”, therefore the applicant was given a
deadline to fill the gap. According to the Article 44(3)
(a) of the Law of Georgia “On Rehabilitation and Collec-
tive Satisfaction of Creditors’ Claims”, if the debtor files
an application for insolvency in the court, in addition to
the information provided for in paragraphs 1 and 2 of

28 https://www.heritage.org/index/visualize
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this Article, he/she must also submit the complete list
of his/her creditors (names, titles, personal numbers,
identification data) and the information on existing ob-
ligations.

The court set a 5-day timelimit for the debtor to
eliminate the above-mentioned gap.? On January 18,
2023, the representative of JSC “Elmavalmshenebeli”
applied to the Civil Case Panel of the Thilisi City Court
with a request to fill the gap. However, the court re-
fused to recognize the admissibility of the application
for opening of the rehabilitation regime. As a basis for
such refusal, the court explains that in the case under
consideration, the applicant failed to provide a reason-
able probability of achieving the goal of rehabilitation
on high level, in particular, the fact that rehabilitation is
achievable is not confirmed soundly. In relation to the
above-mentioned, the debtor noted that — “It has a real
possibility to achieve rehabilitation in approximately 8
years, which will fully satisfy all creditors, including the
secured creditors.” Above-mentioned argumentation is
based on the circumstances that in the regions of Trans-
caucasia and Central Asia there are huge demands for
the relevant goods (products) of the debtor, in particu-
lar, the customers demand construction, modernization
and overhaul of mainline and industrial electric locomo-
tives of various modifications, as well as production of
spare parts and nodes of mainline, industrial and quar-

29 Ruling of the Thilisi City Court, dated January 9,
2023, case N°2/39590-22.
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ry electric locomotives, overhaul of a track-laying ma-
chine. Accordingly, the debtor has a properly equipped
production base, which ensures the fulfillment of the
works (services) specified below, in particular, during
the rehabilitation period the debtor’s company will be
able to: 1. manufacture 100 pieces of new quarry trac-
tion units, in the amount of 400,000,000 (four hundred
million) USD; 2. carry out overhaul to 70 pieces of elec-
tric locomotives, in the amount of 70,000,000 (seventy
million) USD; 3. manufacture spare parts corresponding
to a wide nomenclature, in the amount of 35,000,000
(thirty-five million) USD. Therefore, during the rehabil-
itation period (approximately 8 years), the debtor can
perform the works and the services worth 505,000,000
USD. According to the most pessimistic calculations,
the estimated profit margin from fulfillment of the
above-mentioned works is 15%, i.e. approximately
76,000,000 USD, which fully ensures the satisfaction of
all creditors’ demands.3°

On January 30, 2023, the representative of JSC “El-
mavalmshenebeli” filed a private lawsuit before the
Civil Case Panel of the Thilisi City Court and demanded
for annulment of the ruling made on January 25, 2023.
However, the court did not change its position and the
ruling was left in force.®*

30 Ruling of the Tbilisi City Court, dated January 25,
2023, case N°2/39590-22.

31 Ruling of the Thilisi City Court, dated February 15,
2023, case N°2/39590-22.
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As it was mentioned above, the debtor, based on
the expected circumstances, believed it reasonable to
satisfy the creditors’ demands within the period of 8
years, this was guaranteed by its current capital and
the prospect of future relations. Presence of the men-
tioned grounds and reference to it was sufficient for
the court when the rehabilitation regime was opened
at JSC “Gurjaani 1929”. Unfortunately, the court did not
properly considered the case of this insolvency. This is a
clear example of the fact that when considering the cas-
es, the court is not guided by the principle of equality,
and selection took place. As for appealing to the court
regarding the complete list of creditors and the obliga-
tions towards them, is unreasonable, because only the
debtor is the person who has proper knowledge of the
number of its creditors and the information related to
them. Argumentation of the given issue by the court is
pointless when it actually has no opportunity to know
all this without the debtor. This raises the doubt that
the court made a decision with a preconceived notion
when it delivered the ruling on refusal to open the reha-
bilitation regime of JSC “Elmavalmshenebeli”, especial-
ly in the case when the initial list of creditors is always
being changed, i.e. a person cannot be recognized as
a creditor until appropriate ruling is delivered by the
court. Accordingly, the person on the initial list of cred-
itors may not be recognized, and the person not men-
tioned in the application may be considered as a credi-
tor of insolvency. In addition, the fact that the ruling on
opening the regime is published and is available to any
person should also be taken into account. Also, prior to
drawing up the register of creditors, the manager/su-
pervisor checks the demands of creditors and creates
the register of creditors within the period of 60 days
from recognition of the application of insolvency as ad-
missible, based on the information received from the
creditors and the debtor or/and the information sought
by it. All this obviously indicate that the court had not
properly “fought” for opening the rehabilitation regime
for JSC “Elmavalmshenebeli”. It did not/couldn’t apply
to the alternative ways provided for by the law, through
which it would be possible to determine the identity of
the creditor of insolvency. Here, it would be reasonable
to assume that the 7-day period prescribed by law for
the court for consideration of the application was not
enough to study the factual circumstances mentioned
in the application, especially the basis of insolvency pro-
vided for in the application, and to deliver appropriate
decision, as previous legal practice has shown, 5 days
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were not enough. It is pity that the new law did not
take this problem into account, failed to assess those
hazards which can be caused by unreasonable deadline
and refused to make appropriate changes.®? The judges
of the Court of First Instance, who consider insolvency
cases, must have the opportunity to elaborate more on
the issues of the insolvency law in order to see insolven-
cy in its broader scope and context.

CONCLUSION

As the summary of the work, it might be said that
we have a proper institution for saving the business, in
the form of a modern rehabilitation regime, that is the
merit of the branches of the legislature and executive
authorities.

As it was mentioned above in the article, the re-
habilitation regime is a tool for saving the debtor and
improving his/her economic situation, and it is of great
importance, not only for the debtor, but also for the
creditor and the state, both inside and outside the
country.

Consideration of the ratings of “Doing Business”
and “The Heritage Foundation” clearly revealed that
Georgia is experiencing significant setbacks in various
directions, which creates an unfavorable environment
for the business.

Based on consideration of the given example, it can
be concluded that the judiciary is still the biggest chal-
lenge for our country within the scope of the applicable
practice.

32 M. Ketiladze (2023), In the Proceedings of Judicial Re-
habilitation Regime of Insolvency, Journal: Law and
the World. Pg. 123.
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900l 9x8333&IM0 Ladyomgoss.
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Mg 3Mogd@nzsdn dobn 083eng3706E&nMYdY.
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30000 0bLG0GYG0s. Mmdgmos ym3gmfmoymme
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2. 0;o3mmodnl Bmds (Balbzsmyma LoxsbLbomyg,
LOdOYXIBM  boboMmy]dn, Lagowobsbscom
G30M00);

3. Magnmomgonl §a337@056mods (00BbaLoL ;o-
30LB@yds, dMmdol mo30LBMYds, dmby-
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4. 05BMalL MoomMdY (394Mmd0l mMs30L1BMYdY,
0639L&0My00L o30LYBmMYdS, BNbSbLYMAO

0530bYBMY0s).

05305ymxznmgool dgbobgd Logommzgmmb 396mbols
3Mmmad@by gobdomBgonman dsmomo. [dmemm bob3ol
onstomo: 07.04. 2023].

24 Mg0000m0Bs300Ls o 3Mgodmmms 3mmad&onmo
530ymxzznemgools dglobgd 3obmbo. dpbemo  85.2.
[6mamm Bob3zol msmomo: 07.04. 2023].
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BdLEg0s (0 —93mbmAninto cmo30byBmydal yzgme-
B adsmM0 embg, 100 — 53mbmannmo ;s30L3MY-
00l y3zgmastg domamon comby).?®

The Heritage Foundation-abs ,,33mbm3d03yMo omo-
30bYx3@yd0l 0bgdbdn” 2023 Hamb  Lojsmo3g-
omb  93mbmdnino 0e30LbBMgds 68.7 Jymom
07x30b0s. 03 d5h33650m0; LogdoMmo3zgenm Bmdng-
Mo mo30bmnazsmon 93mbmadnigol dJmbgy 933ybgddns
o dbmgzmomdo 35-3 sgnmb 030370L. ,,93mbmado-
390 0030bYBRyd0Ll 0bgdlbdn” §obs Hammsb dg-
sMydnm, Lajomo3zgmml 3mbogns 9 sgnmMmom,
bmenm dgxsL700 3.1 Jymoo goynsmalices. s8sLmSH,
2012-2023 §omgodo y3gmsby odsmo dgBsbgds
Logommzgammad LHmMge 2023 Hammb Gooemm. ,,93m-
bmdninho mse30LPBBMgd0l 0bgdbdon” Loagsmmsg-
amb y3gmsbg domomaon dgaasligds 2021 Hamb (77.2
Jnms) 3Jmbes. The Heritage Foundation-ol 2023
fanoll Omboggdgdnm, Logomom3zgmml  dgBsbgdolb
Jnme 12 3m33mbybEnasb 8-dn goynomgbios. gbgbny:
LS3YM]dOL PBEYOS, LLsBsmommlb J337B0Sbm-
09, dmazmmonl 3gmombonbnlingmyds, BolbzsemyMmo
LoxsobLomg, LSOOYXIBM Sbsbsfmygdn, 00BbyLAL
0o30by3mMads, AmbyEomymoa mo30bYBMYds, 359-

Mmoob mse30LPBMgds. JgBsLYdOL Jyms 0303y -
Mmhs 2 3m33mbybEdn: Lagosbsbscom G30Mmmn, nb3g-

LENM]OOL Md30LYBRMJdS. FJRSLYOS gondxmogls
dbmenme 2 3m33mbgbBdn: dfmadol co30LbyBmYdS
5 B30bsbLNMN M30LYBMYds.2°

dmEg8nmao sbagmabo sbsymals, Mma Lyzombaolb
dbmeme Ladsmomydmn3z mbyby dmHaLbnglds
ba3domaln oMy, 330bm3nl 3603369eMm3560s LB3S-
3bb3s J07e000 badn)JdNL goswads. N30M373mAalL
ym3zmobs 30, d0Bbgabobscznl dogbndsemyMmo ;s3o-
bnyxzmgool 30bndgds. MaBs3 Yo PBMYDb3xENYmb
sMbgdymo 3030@omalb dgbsmhybgds s Lodmds-
3mmee bagmomsdmmobm nb3gLE0Engdal dmbooss.
o00mano 3m33mbiyb@En nbn3znysmyMs@ Mo-
©gbo 8603369mmoO0lL dsBommxdgmony, MoE JMaNsb

25 https://factcheck.ge/ka/story/41730--
dno3mmodab-39mamboboabogmgdol-abeogijbom-
Lodomm3)mMmAB-10-Gmoosbo-3Mmamaboom-
36033690 m3560-§06L3mMs-5A3765-s-3mBoEns-31-
9030MOMN-350193xMOJLs [dmmm Bobzob msmomo:
07.04. 2023].

26 https://factcheck.ge/ka/story/41730--
dno3mmodab-39mamboboabogmgdob-abegjbom-
Lodomm3dmMmAB-10-Gmoosbo-3Mmamaboom-
3603369 m3560-§06bL3mMs-5A3765-s-3mBoEns-31-
930MOM-350193xMOJLs [dmmm Babzol csfmomo:
07.04. 2023].
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35M3735mmodNbL Lodstmorgnals Asthmdn dmgig3000.

The Heritage Foundation-ob 330mg3s5, Mmdgmog
J370mon dmEg39m 0nogMadstgs sbabymo, gombos-
bo gboymaxzl, Mmd Lobsdsmoremm gi333EMMOY
LEOEbSENSL gobnEENL. Lubsdshommm bymolysmg-
05, MmIgmog ©odmN30EIdIM0 mMMasbms o,
000Ls 307708350, MMA o300 SMLno gobLb3zs-
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mMgsbmmogsb, doomn Gmmazsbin 3sL7bnldggdmmods
530LM0S M30L0 YRMJOSIMLNMIdAL BaMmzgmgdda.
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160s PBMMb3x3eymb 38337B056mMd0lL gsbms, Mo
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L3S YBREJO]1O0L gobbmMMENgMadaL 3Mog@n3s00 -
67Ma35L dnmMabbamob. Lsbsdsmommm bymalbyazmg-
000, MmgmMmz 80sMmM39mmodnl gobdsbmMmEzngmydg-

27 https://indexdotnet.azurewebsites.net/index/visu-
alize?cnts=georgia&type=9&fbclid=iwar3na3pv|7wz-
vresnd95jakd9dkke1606jzgvngaduitwcuuyccxlzaca70
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mds gfho-ghonds d@ma, Mmammi seagnmmodmnso,
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omonb 8066700. Mocs sMLgdnmao Mgsmmods s d3-
BdL70700, MMAMIdNE 3J0NEIOS SEZNMMOMN3 Y
Loghonsdmmobm 33cmy39080, Esgdnmn dsh37670-
oo 370335emU (nb. onsam. 2%).
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6o 3obbogdsl s Mmebsmomm m3ndgb@godl,
056 800hbns, Mm3d gobEbogds oM y385ymaznmdES
,M3500mM0ESE00LS s 3Mgcodmmoms 3mmgd&oyma
033059ymaznmgdols dgbobgd” 3obmbols Imonbm3bydl,
Mol godm, gobadEbomydgmb gobgbsbmzms 300 Bo-
M39b0b dgbo3Lgds. MgadomoBsEnols ©s 3Myo-
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Logomm3zgamb 30bmbal 44-5 ybanol 33-3 3nbJBab
9% 94393163& 0l sbobds, o1 gosbalyybsmm-

28 https://www.heritage.org/index/visualize
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2023 Hamob 18 n5b35Mb cndamobol bogomogm bobe-
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doMmBo3lL, Mmd gobLabom3zgm d78mb3g3sdn, gobo-
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29 000amobol bogsmogm Lobsdsmomml 2023 faal 09
0563M0bl gobhnbgds, bogddg No 2/39590-22.
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6900 00 goMxdmgogdL, Mm3 s30gM35335L00bS S TYo
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Mo 373700900 hoy@ofml 70 ghogyan gmds3smb,
dmEnmmodno 70 000 000 (bsdmEsscn dngmombn)
538 mmomon; 3. ssdbsmlb 3smorm bmdgbimo-
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30 000mobol bogsamogm Lobsdsmomml 2023 faal 25
0563M0bl gobhnbgds, bogddg No 2/39590-22.
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o@mmons bosdo dymazo 30Mma, dgbademms s ngdbsls
SmnoMgommo, s 30fMmn, Mmdgmog dobsbowgdsdn
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8oMadmady, Mmd Mgg0d0L gobLbal dgbobgd gobhon-
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503909. 5937 8Mbn3mymo 0g670s, 30Msnen 0daby,
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oym by38smnbo gobEboegdsdn 8myssbomo z3sj@m-
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domgonbsmznl. MmgmMy §obsdmmdyeds 356mbal
3Mog@n300 sh396s, MmA3 5 omg Ly3dsMmabn s aym.
L3660, MMA ST 306MBABS 5M gonm3zsmmalifo-
6o gb 3MmMOMgds s 39M F7xoxB3LS Loxzmmbggda, Mm-
d7mmo 3odmf33393 sMmogmbozmye 35sl dgndmns
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390 0bLESbENOL AMLLTSMoNEMYgdlL, MMmABMIdN3
35M3735mmdNl bogdg70L gobnbomozgb, Nbs 3gm-
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3901mMO000 ESbsb3s dgdenmb.

©iL3I360
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32 3900aedg 3., (2023) 30mon35emmonl Labsdsmorgnm
MgodomoBsEnol  Mgg0dol  LoJdoL  HomImgdsdo,
J9Mbomo: LudsMmomsmo s Abmazmom. g3.123.
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300l M3730080L Loboo. Mog LE3BbMBAEIdMM s M-
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390 degmdsmgmodnl gondxmodglgoal Lodnsmgdss
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Mamgolb gomgom. ,, Doing Business“-o o The Heritage

Foundation“-olb M30&0063700L gobbom3s3, EFombY-
boe gbocoym, Mmd Logomm3zgammm B8603d367cMM356
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3909MYI636IX() WLNOIMIOIMI:

6mmAsGoamn v3Bgon:
1. sbmgomgdol dgLobgd dgomsbbdgos.

vk W

396mbob 3Mmmad@bg 3obdsmGgdnmo domomo.
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ABSTRACT. The purpose of the research is to study the strategic management process in Georgia's hospitals.
As part of the quantitative research, a survey of managers of hospitals was conducted using a pre-structured ques-
tionnaire. A relatively small number of hospitals attended strategic planning lectures and pieces of training (13%),
Only one hospital had a strategic planning committee (4.3%), 87% of hospitals had a documented strategic plan;
Strategic planning was primarily engaged by the management board (69.6%), with doctors participating to a lesser
extent (30.4%). Only 34.8% of hospitals develop their budget according to the strategic plan. Resources (43.5%),
allocation of budget funds (47.8%) and identification of additional financial resources (47.8%) are not made in
accordance with the goals of the strategic plan. Most hospitals are less likely to compare the evaluation results of
goal achievement indicators with other hospitals (52.2%), and 43.5% report the values of actions taken to accom-
plish the strategic plan's goals to the hospital. Most of the hospitals rarely do benchmarking of other hospitals'

goal-achieving measures (78.3%).

Small number of clinics have a strategic management process that, as a consequence, affects their success
in the healthcare market. Hospitals develop a strategy plan, but its implementation is poorly monitored and not

based on scientific methods.

It is reasonable for the state to impose a legal requirement that hospitals produce a written strategic plan.
Providing educational training on the strategic management process in hospitals is essential.

KEYWORDS: STRATEGIC MANAGEMENT, STRATEGY PLANNING, STRATEGY ASSESSMENT, HOSPITAL, TBILISI.

INTRODUCTION

Strategic planning is a set of activities that enable an
organisation to identify its intended future and develop
actions that will lead to it. An organisation creates a doc-
ument that serves as a guide for the company over an ex-
tended period and outlines its strategies for getting from
the current situation to the desired future one. Strategic
planning involves taking long-term measures and helps
the organisation to anticipate and avoid expected risks
(Huebner & Flessa, 2022). A well-planned strategy can
anticipate environmental changes and allocate resourc-
es appropriately (Buchbinder & Shanks, 2016). Strate-
gic management integrates the organisation’s common
goals and values, improves the financial condition, and
simplifies decision-making, reforms, and innovations.
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The strategic planning process consists of four main
stages: assessing external circumstances (political, eco-
nomic, sociocultural, technological, and legal); evaluat-
ing its internal setting (SWOT analysis), determining its
strategic goals and objectives; putting the strategic plan
into action; evaluating its intermediate and final results;
and making changes and corrections. The strategy mod-
ification process is ongoing and always updated (Harri-
son, 2020).

Medical organisations operate in dynamic global
and local environments affected by demographic, eco-
nomic, political, legislative, technological, and other
societal developments. These changes have led to a
complicated and unstable competitive environment. In
order to better adapt to the continually evolving envi-
ronment, the key priority of the healthcare system is
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TABLE 1. Characteristics of hospitals

N %
) General 18 78%
Type of the hospital L
specialised 5 22%
Less than 100 3 13%
Number of beds 100-200 1 49%
More than 200 9 38%
Less than 200 6 26%
Number of employees
More than 200 17 74%
Bachelor 5 21.7%
managers' level of education Master 14 60.9%
Doctor 4 17.4%
) Healthcare management 8 34.8%
The field of managers' education . .. 8 . ’
Business Administration 15 65.2%

the smooth operation and stable condition of the hospi-
tal sector, which will respond to the complex daily chal-
lenges. It is essential to consistently practice efficient
strategic management processes in hospitals to build a
stable and profitable environment (Ginter et al., 2018).

In some countries, according to the legislation, med-
ical organisations are required to have a written strate-
gic plan for accreditation, as well as they are obliged to
create a strategic planning department, which defines
the medium and long-term strategy of the organisation.
In Turkey, the health system has achieved impressive
results through a healthcare reform program based on
strategic planning (Johansen, 2015).

Studies indicate that hospitals develop a strategic
plan due to the requirement of the established regula-
tory rule in the country. Developing a strategic plan was
a motivation to achieve organisational success only for
a limited number of hospitals. According to research,
there is a strategic plan in hospitals. However, it cannot
be defined in detail by the people in charge (Naama-
ti-Schneider, 2020). Due to the external environment's
risks, which are mostly of a political-legal and financial
nature, medical organisations’ strategic management
processes lag behind those in other business sectors.

Political factors have a huge influence on the stra-
tegic management process; particularly, unpredictable
strict regulations of the state represent a significant
threat. However, researchers claim that the stability
of hospitals, which necessitates the efforts of all stake-
holders, should be the state's top priority (Pascuci et al.,
2017).

GLOBALIZATION AND BUSINESS #15, 2023

There are numerous problems with strategic hos-
pital management in different countries worldwide. In
this regard, it is essential to comprehend the current
condition of the strategic management process in Geor-
gia's hospital sector. The research aims to study the
process of strategic management in the hospital sector.
This will help to improve the understanding of strategic
planning as a critical issue in healthcare management.

METHODOLOGY

The quantitative research method is used in the pa-
per. The study included ten large Thilisi hospitals. Hospitals
were chosen based on size, location, bed count and owner-
ship. Key figures of the hospitals participated in the study,
including the general director, financial director, technical
director, head of the quality management service, director
of public relations, clinical director, head of research and
development of the hospital, as well as heads of various
departments (surgery, gynaecology, obstetrics, paediat-
rics). The research included 23 hospital managers, and
they were chosen as respondents since they are in charge
of developing the organisation’s strategy.

The research tool was a pre-structured question-
naire based on a literature review and expert opinions.
The surveys were conducted from 01.11.22 t0 10.12.22.

The Research Ethics Committee of Caucasus Univer-
sity approved the study. The survey was conducted fol-
lowing the principle of informed consent. Respondents
were provided with information about the study.
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TABLE 2. Strategic plan development and implementation process in Hospitals

N %
Yes 0 0%
Strategy management consultant
No 23 100%
. Yes 1 43%
Strategy management committee
No 22 95.7%
) Yes 18 78.3%
A documented strategic plan
No 5 21.7%
Participation in strategic planning lectures Yes 3 13%
and training No 20 87%
. . . . Governing Board 16 69.6%
things involved in strategic planning
personnel 7 30.4%

RESEARCH RESULTS

Of the studied hospitals, 18 (78%) were general pro-
file, and 5 (22%) were specialised. The number of beds
in half of the hospitals participating in the study (49%)
was between 100 and 200; the majority of hospitals
(74%) had more than 200 workers. Most of the manag-
ers interviewed (60.9%, n= 14) hold a master's degree.
Most managers (65.2%, n= 15) had a background in
business administration. Table 1 shows further hospital
demographic data (see Table 1).

For strategic planning, none of the hospitals used
external consultants. Very few hospitals participated
in lectures and pieces of training on strategic planning
(n=3, 13%), only one inpatient had a strategic planning
committee (n=1, 4.3%), and most of the inpatients in-
terviewed (n=18, 87%) had a documented strategic
plan. The management board (n=18, 69.6%) was mostly

TABLE 3. Budget distribution in hospitals according to

involved in strategic planning, and doctors were partial-
ly involved (n=7, 30.4%). (see Table 2.)

In the initial phase, we examined how the hospital
budget is determined in accordance with strategic pri-
orities. According to the survey, only a third of hospitals
(n=8, 34.8%) base their budgets on priorities and stra-
tegic objectives. Almost half of the hospitals reported
that the hospital budget is not reviewed according to
the hospital's strategic goals. The budget is developed
according to the strategic plan in one-third of hospitals
(n=7, 30.4%). However, the distribution of resources
(n=10, 43.5%) and budget funds (n=11, 47.8%), as well
as the identification and acquisition of new financial re-
sources (n=11, 47.8%), are not in accordance with the
goals and priorities of the strategic plan (see Table 3).

Following that, we investigated the extent to which
hospitals operate according to a predetermined stra-
tegic plan. Most hospitals integrate project imple-

strategic priorities

weak medium good
n/% n/% n/%
The budget is set based on priorities and strategic goals 10 (43.5%) 5(21.7%) 8 (34.8%)
The budget is updated in accordance with strategic goals. 12 (52.2%) 6 (261%) 5(21.7%)
The budget is developed according to the strategic plan 11 (47.8%) 5(21.7%) 7 (30.4%)
Resources are allocated according to the strategic goals 10 (43.5%) 9 (391%) 4 (17.4%)
Allocation of budget funds according to the priorities set by the
_ $ gtofhep Y1 (47.8%) 5Q17%) | 7(30.4%)
strategic plan
New financial resources are identified and acquired to accomplish
. 11 (47.8%) 3(13%) 9(391)
strategic goals
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TABLE 4. Project implementation process in hospitals according to the strategic plan

weak medium good
n/% n/% n/%
Projects are carried out according to the strategic plan 3(13%) 4 (17.4%) 16 (69.6%)
The set goals are in line with the hospital's strategic plan 3(13%) 5(21.7%) 15 (65.2%)
Managers are evaluated annually depending on their achievement
§ ) yaep § 16 (69.6%) 4 (17.4%) 3(13%)
of strategic goals.
An annual reward system is established based on the level of
e : : . 18 (78.3%) 2(8.7%) 3(13%)
employee participation in the implementation of strategic goals
Annual evaluation of the performance of the hospital manager
. . _ 17 (73.9%) 2(8.7%) 4 (17.4%)
according to the level of achievement of strategic goals

mentation and goals with the hospital's strategic plan.
However, the annual evaluation of managers and the
establishment of an annual reward system are not done
according to the level of achievement of strategic goals
(see Table 4.).

In terms of reviewing the strategic plan, the survey
discovered that most hospitals regularly evaluate the
results of programs centred on strategic goals using
pre-defined target achievement indicators. In addition,
hospitals evaluate target performance rates throughout
certain periods. However, the majority of hospitals are
less likely to compare the results of the evaluation of the
performance indicators with those of other hospitals
(n=12, 52.2%), regularly report the values of the meas-
ures to achieve the strategic plan goals to the hospital
(n=12, 43.5%) and the public and stakeholders (n=17,
73.9%), they are also less likely to benchmark other hos-
pitals' performance measures to ensure the effectiveness
of strategic projects. (n=17, 78.3%) (see Table 5.).

DISCUSSION

The process of developing and implementing a
strategic plan in 23 prominent hospitals in Georgia was
examined in the previous study. According to research,
the governing board is the most involved in strategic
planning, while physicians are relatively less involved.
Furthermore, very few hospitals participate in strate-
gic planning lectures and training. A lack of strategy
understanding limits the proper implementation of a
strategic plan.

Even though the vast majority of hospitals (n=18,
87%) had a documented strategic plan, a significant
number of hospitals rarely develop or modify hospital

GLOBALIZATION AND BUSINESS #15, 2023

budgets in accordance with the strategic plan, goals and
priorities. Furthermore, the allocation of resources and
budget funds, as well as the identification and acquisi-
tion of new financial resources, are not in accordance
with the strategic plan's goals and priorities. This indi-
cates that strategic planning has not yet found its place
in the healthcare system. Strategic management is only
implemented by a tiny percentage of clinics, impacting
their success and position in the healthcare industry.

Although hospital managers are responsible for
achieving strategic goals, their performance is not as-
sessed annually. Additionally, the annual reward system
of hospitals does not consider employees’ participation
level in implementing strategic goals.

According to the report, most hospitals regularly
evaluate the outcomes of projects that focus on achiev-
ing strategic goals using pre-established goal achieve-
ment indicators. Hospitals also analyse target achieve-
ment rates at specified periods or as needed. However,
the evaluation results are not properly analysed. The
results of examining the goal-achievement indicators
are rarely compared to those of previous analyses,
predetermined standards, or outcomes obtained in
other hospitals. Additionally, neither the hospital nor
the community or other stakeholders are regularly in-
formed of the costs of the measures taken to accom-
plish the strategic plan’s goals. Less emphasis is put on
benchmarking measures to achieve the goals of other
hospitals in order to ensure the effectiveness of strate-
gic projects.

According to research, establishing quality man-
agement standards and tools (e.g., Joint Commission
International, KTQ-Accreditation, ISO 9001) in hospitals
enhances the development of strategies, which raises
the hospital's evaluation status as well. As a result, ad-
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TABLE 5. An evaluation of how well hospitals performed in terms of their strategic goal

weak medium good
n/% n/% n/%
Evaluation of the results of projects related to the strategic | 2 (8.7%) 5(21.7%) 16 (69.6%)
plan using indicators of goal achievement
Use of target achievement indicators at both hospital and | 3 (13%) 6 (26.1%) 14 (60.9%)
department level
Considering the balance between them when developing | 4 (17.4%) 6 (26.1%) 13 (56.5%)
indicators of goal achievement
Regular evaluation of indicators of goal achievement 5(21.7%) 6 (26.1%) 12 (52.2%)
Analysis of target achievement indicators throughout certain | 6 (26.1%) 7(30.4%) 10 (43.5%)
periods
Comparison of the results of the examination of the target | 8 (34.8%) 6 (26.1%) 9 (391%)
accomplishment indicators with prior evaluations
Comparing the results of the evaluation of the indicators | 9 (39.1%) 4 (17.4%) 10 (43.5%)
of the achievement of the goals with the predetermined
standard
A comparison of the results of the evaluation of the |12 (52.2%) 4 (17.4%) 7(30.4%)
achievement of the objectives with the results of other
hospitals
After assessing and comparing the results of the evaluation | 9 (391%) 8 (34.8%) 6 (26.1%)
of measures to accomplish the goal, developing and
implementing appropriate interventions
Regularly report to the hospital the values of measures to | 10 (43.5%) 7(30.4%) 6 (26.1%)
achieve the goals of the strategic plan
Regularly reporting to the public and stakeholders the value | 17 (73.9%) 3 (13%) 3(13%)
of measures to achieve strategic plan goals
Benchmarking measures of other hospitals’ goal achievement | 18 (78.3%) 3(13%) 2(8.7%)
in order to ensure the effectiveness of strategic projects

equate integration of quality management standards
into strategic planning is required.

Based on the research, hospitals in Georgia create
a strategic plan and fail to implement it. Other research
with similar findings concluded that while medical or-
ganisations create good strategic plans, the control of
their execution is very poor and not based on scientific
principles (Naamati-Schneider, 2020).

Research also shows that hospitals should use the
most up-to-date science-based methodologies and
tools to implement and evaluate their strategic goals
more successfully than they currently do.

In most studied hospitals, aspects such as clear-
ly defining the hospital's mission, purpose and values,
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employee qualifications, training and development, de-
fining customer needs and offering high-quality services
are considered the most important points of manage-
ment. Strategic management issues, on the other hand,
receive less attention.

In general, ideally, the strategic planning process
involves all managerial and operational levels of the or-
ganisation. Our research showed that top managers and
heads of various departments participate in the strate-
gic management process, but other stakeholders, such
as doctors, have a low level of participation. Studies
confirm that the skills of doctors in strategic planning
are at a low level, which can be attributed to improper
competence, a lack of knowledge, wrong perception of
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strategic importance. To master such skills, it is neces-
sary to conduct systematic training.

Hospitals in Georgia are not required to develop a
strategic plan. In this regard, medical organisations in
some countries must develop a strategic plan. For ex-
ample, the Iranian Ministry of Health requires hospitals
to have a written strategic plan to receive accreditation
points. According to Turkish state law, all government
organisations must have a strategic planning depart-
ment and a strategy plan, the execution of which is
monitored in accordance with predetermined guide-
lines (Johansen, 2015). In Georgia, neither the state nor
the Ministry of Health's role is defined in this regard.

CONCLUSION

The significance of strategic management for the
continuing development of medical organisations is ex-

panding as a result of the increased competitiveness in
the medical industry. The state should pass legislation
that the medical organisations must develop document-
ed strategic plans and employ strategic management
managers. In this regard, Georgia has a similar prac-
tice of state intervention. For instance, the legislation
mandates that an inpatient medical institution have a
guality management system and that the facility have a
clinical manager in charge of the inpatient service. Con-
ducting educational training about the strategic man-
agement process with inpatients is crucial. For example,
the legislation requires a hospital to have a quality man-
agement system in place, as well as a clinical manager
who is responsible for the hospital's services. Providing
educational training on the strategic management pro-
cess in hospitals is essential.
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LOMIOIBNID(0 3IBISEIEONL 3H(MBIL()
LAFOMHAZIT ML LEO3OOEIMBMALGAN

96308 39Mmv30
3900330b0b 393609698000 mghmbo, 3bmggbmboa,
dg@oaEebolbo o 2obooigol dgbgzdgbmol bymmo, 30330b00b 5baggblbongno

JOLOMITDN. 31EAN35 (335MNJOSE FINMOSMNYM S SEZNMMOMN3 doMaBman N37MJLOE dI3BS30-
0bm30L Xobss30L LobEydol dmszsamo 3MomMmoBaEns LEsdnMYMo 3mb3oGosmummo Lad&mMal BYbIsO-
mbofgds, Molm3nbsg sygomydgmos J337@Mo LGMoBggonma 8763x0836E0L 3MmEgLydol 8nwdn3n go-
bbmMEzngmgds. 33emg30L 30Babos Lagdomm3zgemml 3mb3n@osmym Lad&mMmdo LGMsGyagoymo 37569x376ENL
3Mm@EgLol dgbhozm..

MmomybmdMn3n 33¢0Mm30L 33MamMgddn hs@oms mdamabnl 8bb3nma Loszsdymazmgdal d7b67x M0l
399m300b3s §0babHom LEMNIBGYIMoMIdYMO 3ocb3sMmal Lodnsmgdom. Loszsdymximgdal dogmosb dinmy
bohomo nmgds Ambofomgmodsl bLEMsGIanmo ©sa13d30L Jmboo ho@oMmadnm mgdEngdLbs s &Mmgbo-
639000 (13%), 350M300bENM™ 5350 LGMIEIZ0YI0 3J3030L 3MB0BIB0 3Yys3ws gho LBSENMbSML (4.3%),
899m3000b7m0 LESEOMBIMIONL YBMIZEILMOSL (87%) 3Jmbs EM3NT7bBNMIdYM LEBMIGJz0MO 83309;
LEMIBGI30NM ©ESa]303500 NBxBJLae Asmamymo nym 3dsMan3geno Lsdgm (69.6%), bofoamodmansz — gjndgdo
(30.4%). bLoozsAYmaMydal dbmemmeo 8gLadgcenls (34.8%) danxIENL 8709053700 B]ds LEMSBIa0YM0 3I8-
dob dnbye3z0m. LEMOEGIaNMO gdxadol dobbxdalLy s 3MomMmodg@gdal dgbsdsdolo sM Bgds MaliyMmby-
00U (43.5%), 007X 3@ 0L LoblM]gdAL gobsHnmgds (47.8%) s sBsMn BNbSBLNMN MaLyMbgdal godm3mabs s
0m3m3900 (47.8%). Lyozsdymamgdnl n87E Lo bofomo bagmgds sbybl: nBbgdal dom§aznol Boh37690-
900l 3gx3sLg00L 3x)a700L dgomgdsl LB3s Loszsdymamgdnl 3xwIaJ0msb (52.2%); LEMSGI80NMO
89800L 80Bbg00b domHa30L MMBbOLDN]xdgONL MOMgdnMgd]dNL MygnmMamYmao dmblgbgdsl bys3zsdymaezm-
bon3ob (43.5%); LAHMIBI30NMO 3MMITBI00L gBIIAIMMO0L PBMNO3gMLsYyMBSE L3S Los3sEIYMBMIdOL
90665000 d0mHa30L MMBOLJN]dgdNL dgbRBSM3nbaL (78.3%).

LEIEOMbsMYdNL dbmemme dgnMg bofomdn dndnbsmgmdl LEMsGgonmao 8363x376G 0L 3MmEgLon,
Mo, 99L50530LsE, S0LdbYdS X5bS(330L dsBIMBY Boo 3MBNENSLY S HoMmBsBJdsB]. Loszsdymamgda Abm-
anmee dg0879937076 LEBMOBIZNNM 3330sL, ogMsed Bomn gobbmMEzngmgdal dmbo@mmnbgn dogmnsb LyLbEons
s 8M g3ndbgds 373bngMPmee EILLOYMIOYM xomegdl. gdndgdanl Ybomadn LGMoBJa0m ©sg73035d0
©305mM MbgBgs, M3 d30dmgds 3035HgMmo sMabsMsbsem 3mMa373E7b3E0sL, sMolivzdomal gMEbsl, LGMms-
&23809mo0 3603365amo0lb sMsbHimm smddol. sbgon Nbsmgdol sc30Lg00LM30L 30 Lagnmms LobEgds@&onmoa
&Mybnbggdal hs@omgde.

90b56d7)mbamony, Lobymadhoxzml dogm 39bMbAEIdMMOND nyml gsbLsBmamnman, Mmd Lysdjognbm
mMagsbnboEnsl Lyzsmegdnmm Haboor dg818s330m0 3Jmbal com3ndxbEnmgdnmo LEMoEIz0NMO 3330y
s 3Ys30gL LEMsBgannmo domom3znl 8xbgxaman. 3603363MmM35608 LEBGSEOMBIM]dTN EoMmgdmegl Labfs-
3mm &mgbnbggodn LMsGaonmo d769x076@ 0L 3MmEgLal dgbsobgd.

LJI3336dM LOOY3ION: LOMIOIBNIX() 3I6IZ3A6ON, LOMIO®IBNOL ©33I3339,
LOMIOIABNNOL 3d6LMMBNIXIBY, LOMIOIZNNL dIVILIBY, 3MLINOIXN, MIBNXOLO.
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ddLY3dX0

LEMIGJ30YMO 878030 oMol 3MmEgLydaL
9homdmomds, Mmdgmog bgmb 1Hymol masbo-
BoE0sl bLobnym3zgamo dmadszmab negb@nazognmgdsls
s 30l396 8n8s35M0 gosHy3a@nmadgoals dgdyndo-
3790500. mMasbnboins Jobol com3ndgb@l, MmAgmogs
3m33s600L  Lobgeddm3sbgmms Mmool Lyzdome
onn 3g9homeanl 3sb8s3enmosdn s donmnmol,
0y magmm 330M70L 0gn 337580b6ccgemo dogmads-
MamdnEsb LabyMm3gm Ladmaszmm 30meMmydsd©)
800300, LEHMBGIBYMO ©o3I3F3> 3MAJIM3N-
560 mmbolbdngdgdal go@omgaosl gumobbdmol o
9685M705 MMasbnBoEnsl — Habolifom gobbsbmzmml
5 053050 sognmmb dmbsgnmebymo Maly3gdo
(Huebner and Flessa 2022). LmMo BMmMIPmMog-
onam LEMOBINSL dgndmns gobF3zmoBmlL gomgdm
(33M0mMIgd700 s dmobnbml MalyMmLgdal Loomo-
bome gosbshnmgods (Buchbinder & Shanks, 2016).
LEMIGIa0mo 8369x876G 0 9393d0M7dL gMNBsbym-
056 mMgabobsgnal Lagmonm G0Bb70Ls S MmoMg-
Onmyog0L, sndxmoglgdl Bnbsblnm dgmdsmgm-
0o, bgmb YHymodL goshy3za@nmadgdol dnmgdsl,
(33M0MY070Ls S NbM353070L MMasbabsEnada.

LEMIBGI30PMO ©ES373030L 3MmEgbo mobo do-
Moooo 9Ba3nbasb d7a70s: mMasbabsgnal gomy
8oMmadmb  d7x3sLg0s  (3mamo@angnma, 93mbmadngy-
Mo, Lmgom-3ymGyhymo Gadbmemmagonmo, LsDe-
MmoamgdMn3n), oy gomMmadml dgazsaligds (SWOT sbo-
amobn), bLEMos@ggonman 80BbJdaL s S8mMEs6700L
3obLsbmzms, LEMIGIaMo gJadnl gobbmMEng-
90y, dobo domamnmn s Ladmmmm dgegaggdol
9735709, 33tMoE 0700l 7@ sbs s 3MmMgJ@omgds.
LSMmOBIa0nL 3MmMmad&nmydal 3MmEgLo ¥HY33&0 s
090000350 gobobmgodsn.

LodgEnENbm MMagsbnbBsgngdn BwYJsombomydgb
898035 (339MJOSE FMMOSMYM 5 SEFNMMO-
Mo3 goMmydmdn, Mmdgmbgg 8603365emm356 gozmy-
bol obgbl ydmaMmozonmo, 73mbmdniyMma, 3m-
mo@03nmo, Ly3ebmbdgdmm, &gdbmmmaoymmn o
Lb3s LmEoseMo (33eN0ENJ0JdN. 83 33eMNMYdJO8S
374063l Moo s shsbBsdamnma 3mb3nmabEy-
Bbofmnobo goMmgdm. dydn3zs (339eMIdse gomydmdn
13900960 dI3BSE00LmM3NL Xobsg3nl LobEgdal
doo3smno 3mommoBgdns 3mb3ndGomyma LB m-
Mol godomoymo BbJgombomgds o LBsdnmMYMo
doagmasmgmos, Mmdgaog N3sbnbgol ymzgmeomonm
Mmoo godm§333900L. Loszsdymazmgdda LGsdomy-
Mo s dmAaggdnsbo gofmgdmb dgddbobam3nl 30 syEo-
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mgdgmos IBIIGIM0 LEHMGIBYmO 8363x836G L
3Mm@EgLgodnl 8ndn3n gobbmmEngmgds.

Bmg J37Yysbodn LoBynEnbm mMmasbabsEngoL
33My0@&s300l dobomgdse famommodoo m3ndg-
6&0Mgdnmon bLEMIEGIaNMOo g3a8oL Jmbs dmgobm-
37000, Bmg J33ysbsdn 3obmbAgdmmodnm babgm-
dPoxz3m LydgenEnbm MMasbnbsEngdn 39eMEIdMbo
5Mnsb 977086456 LEBHMOEIZNNMNO B313030L I3sMEBs-
0976@0, MmI3gmog gobLabmzmazl mmgsbobsgnal bo-
dyomm s g3hdgm3swnsb LEmoBgansl. oyMmigodo
LEMGIBOVM ©83J3035V) EOBYIBIOYMO Xoboo-
330L MgxzmmM3nmgoal 3Mmamsdal Ladnsmgdno Yo-
6005(330L LobEYFSd J8BdIFS3 HoMmTo@dgoOL oom-
f0o (Harrison, 2020).

33073700 ssLbENMaol, MmA Loszsdymamy-
00 LEMOGI3NM dJadsl d90079T537096 J39Yysbsdo
sa3bnmao dsMmygnmomydgmo Habol dmobm3zbals
godm, dbmmme dgbmyeymo Momelbmoal bos-
30dymazmaoobmszol oym LEHMSGI30YMo ggadal
07010353900 mMasboBbagoal fomds@goal dom§azol
LENBmo (Sadeghifar and et al. 2013). sb7j37, 330M3-
3900 5h39690L, Mm3d Loszsdymamyxddn SMLYdMOUL
LEMGIBoImo 3338, YI3s obo EIGsMYMeE
smfams oM dgndmnso sty 3obybolidggdgm 3oMmg-
0L (Naamati-Schneider 2020). bLydgE0Enbm mmMgsbo-
Bo3ng0dn LEMOEIaMn 8769x876G 0L 3MmEgLY-
00 hs8mmhgds d0Bbal Lyg@mman Bndenbomy L3S
3m@EgLgdl, Mog, doMomows, gob3nmmodldnmons
899 3oMgdmb boxzMobggdnm, MmAgmoi YAEgLsE
3mm0@&n3nm-badsmMammgdMmn3n s 30bsbLYMO babin-
>00bos (Gerzmava et al., 2003).

LEMIGIa0Ymo 8763x836ENL 3MmEalby cons
3mmo@ninho domgdals go3mgbs, 3gMmdmeo, 8603-
363m356 Loxzmobgl HomAdmoalbl Lubgmadhoxzmb
SMa3mmgbmbnmgdsn d353M0 MIaNmMLEng00. 0Y-
03y, 033Mmg35Mms sBmam, Labgmdhoazm 3MmamMo-
&AL 1oy HomImoaggbogl LoszsAymxyzmgdal
LESONEMYMMOY, Mo IMmoMbmM3L yzgms snb@gMg-
LgoymMo Abstals doenobib8g3sL (Pascuci et al., 2017).

3mb3o@mgool  LEMoGIaonmo  87363xd36G 0L
3noboo Abmxmomlb bb3ssLB3s J33ysbsdn M-
390 3Mmomds sbgdomol. 58 dbMmosg, oJ&yo-
myMmos  do30amo, bLEMsBJaonmo 8369xd36¢ 0L
3Mm@EgLbol dndenbsmgmods Logomm3zgmmb 3mb3nds-
oM byd&mmdn. 33emg30L B0Bobos 3mL3nEommyMm
Lad®mmdn LBMsBGaaonmo 3769x836ENL 3MmEgLol
dgLHo3ms. sMbndbymoa byamb dgnHymob LEGMms@aao-
N0 ©s3380930L, Mmamms Xoboo3nl 8969x3763 0l
0603365 m3560 Lyznmbob Y3500 gostmydL.
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GbMNQN Nel. bss3500dymazmgdol ds>bs6050090am900

N %
dM3a©n 18 78%
b § b Lob
2330@CYmend Bt b3930sm0BYOYMN 5 22%
100-%9 bsgamgodn 3 13%
LoBMMMy MamEabmdy 100-200 M 49%
200-%9 390 9 38%
200-%g bogamgdn 6 26%
boga90 M bmo
©abogBgogeans Mamegbmo) 200-%9 d9h0 17 76%
0530ma3Mn 5 21.7%
9969359M9d0b b ool
amgsa gomb  gbammgon 9530LhHM0 14 60.9%
oo omghmmo 4 17.4%
0969359M900L  gobommgonl | 536@sE30b 896950960 8 34.8%
bgygMmm 0006900b vET0babHMOMYOS 15 65.2%
339I30L 3IMMPMENMB3NY M9L3mba6EOL Bngfmesm 33330l dabsbgd nb-

bodmmaddn godmygbgdymons Momegbmdmansn
33m930lL dgomeo. 33mg3obom3ol dgomhs ondo-
anobolb 10 dbbzomo LoszsIymazm. LosgzsAym-
x3mgo0 dgomhs oo BmAal, gdsmgmoanls, Lohm-
myool MomElbmdal s Lyznomgdal BMMTnESH
890madnboMmy. 3333080 mMbsHomgmodbgb Lo-
5300Aymazmgonl by3306dm x3ngnMgdn, dsor Im-
Mmobl, ggbymomymo coMmad@mmo, 30bsblbymo o-
Mmayd&mmo, Gadbnsnmno comaiddmma, boamabbal
domo3nl LsdLobyMal MamMmbo, LsbmagsEmgds-
Lob Yhooghomdol omgad&mmo, 3mobozymo
comad@mmon, Los3zoAymxyzmb 33mg3oly o go-
b630maMmgonl bymaddm3abgmaon, sbg3g, LbBlssLbls
3obymxzznmgogdal  (Jofymagos, gobyimamaons,
070bmody, 3gnsdMmons) bgmddm3sbgymgdn. bym
33mM93530 dmbsfomgmod s 3mb3n@madal 23 Gm3-
d76gxaMmo. Mab3mbybBgdo Gm3dgbyxgaMmadal
ofhg3s gob3nmmodgdymn oym 08 gomgdmgdnm,
Mmma obnbo 35L1YBaLAggdgMbo sMnsb MMasbnbBosn-
ob bBmsBJanob wmmInmgodsby.

33330L 0bLEMYTbBL dgoa)bms Hbobihom
LEMYIGNMoMgdnmMn Jnmb3zsma, Mmdjymog dgco-
3360amo oym mo@ghmsdymymo dodmbom3zol Lo-
Bd39mby o 773L3gMEMs AmLsBMydxdby Coym-
©bmonom. godm3nmbzgon ho@omems 01.11.22-0s6
10.12.22-8¢g 3gMomedo.

3303935 ©333B303S 39335L00L Nbn3zgmMLnEyE 0L
33330 9000300 3mB0BgB8s. 3odm3nmb3zs ho@oms
0bgzmmBnmydnmo ;sbbdmdol 3MnbEndal sE3no.
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BRmM3sE0o.

332330L dILI3I00

dgLHoszmomon  Loo3zsIymamydnsb 18 (78%)
oym Bmasen 3hmxzznmal, bmenm 5 (22%) 30 — L3g-
305eM0ByONMN. 33eMg3580 ImbsHoamg Loszsadym-
x3my00l bobgzsmdon (49%) Lofmangdol Momegbmods
0700089600 100-c05b 200-3c0g; Nd3BgL Los3zsEAYm-
x3my0dn EsLLJI70NMmy MomEibmods dgoa)bs
200-bg 99®L (74%). godmznombyem 376gxaMons dg-
&b 6ofob (60.9%, n=14) 543L ogob&mal bamabba.
09069x M0 937@3L0 6ofomoal (65.2%, n=15) gobsom-
@00l bezgmmb Gomdmacagbl 00BbaLNL vdnbabd)-
Mofgos. LoszsEAYmxymMgdnl b3y gdmamoxsznnmn
0bazmmAsins nbogmgo gbhogn 1-do.

o ghon bos3zsdymam oM 0ygbgxds LB MS-
G800 053339308 oMy 3MbLYMBGbBIOL. Lo-
535000ymazmgdnl dognnsb dgnmg 6shomo nmyds
ambofomgmosl LEMoGIz0Mo 8333330l  31-
oboo hs@omgxonm mgdingdlbs s &Mmybnbgydda
(n=3, 13%), 3o0m3000bYmMoagsb LBMOBGIZ0YMO -
328030L 3mBo@g@on 3yszs dbmanme gho LGsEn-
mbomL (n=1, 4.3%), dgsdmzncnbnmao bGsgnmbamydals
90Md3emalimodsl (n=18, 87%) 3Jmbs m3ndxbdo-
M30gmo bLGMGIBYmo 3Jads; LAMGIZOIM ©s-
82803500 1037 qLo homonmo aym d0sMo33m0
Lodgm (n=18, 69.6%), bohoemmomoz 3o — gjndgdo
(n=7, 30.4%).
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GbMNQN NO2. bBMm>BIF0NN 39300l 39313539000 > e>S6bMME0TIM7O0L 3MmEaLo bL>5350dymazmyddn

N %
©0sb 0 0%
Yolul 90Mm30b 3mbL 6
OMo(H30IM0 d3MM3nb 3MOLYWAHIOAHO s 23 100%
©0sb 1 4.3%
\Yolul d30L 3md
HM3HJ3IWM0 330300 3MAnAHIHO s 2 95.7%
b 18 78.3%
896(nMao boMm il
mM3yd90h0maogn bhmshganImn 3gads e 5 217%
dmboboamads bHMshggngann ©s393930L 3gmbom ©nob 3 13%
Ro®emgdym mgdEngdbs s (HMgbnbgzgddn NON 20 87%
80sMmm3gmn bodgm 16 69.6%
Yol 03980 Ao
OM3HJI3YM V339303500 hammgmas 39MbmBsmo 7 304%

30M3ga 9&o3B7 9730LHozmym Loszsdymazmbs
009Xx2&0L oEaabs LGHMLGIgoImo 3MhomMoBIGa-
0oL dnbj3nm. 33eM9358 5h3365, MM Los3zsAYm-
x3mMy00l dbmemmeo dgbodyenls (n=8, 34.8%) d0xIB0
9131dbgds 3hommoBg@goL s bBMmo@gannm 8nbbg-
ob. Lod35AYMa3Mgxdal cmn;gdol BobgzomBs gobo-
3bos, MmA Los35EAYMBML d0PXIGNL gosbymss
of Bgds Loszsdymxyzmb LEMIGIgnymo 80Bb3-
00b 8nby30m. byszsdymazmydanl 3gbsdgdo (n=7,
30.4%) domxa®0lL d738nds330s bgds LEBMoBIa0Y-
mo gJyadol dobgeznm. odgs, MabnmLydal (n=10,
43.5%) 5 0079xIB0L LablMydolL gobshomgods (n=11,
47.8%), sbg3g, obsnn 3nbsbLYMA MglnmLigdal godm-
3m76s s AM3m370s (N=11, 47.8%) st bgds bLEHMmo-
&a309mo 33adol 30Bbgoalbs o 3MomMmo@g@&gdal
JdgLodsdnboc (nb. gbMm. 3.).

d90c03ma 9&e3bg dg30LHo3mgm, o Modgbsco
0mg07g096 Los3zsdymazmadn  §obobfom aoblbo-
bozmymo bLGMGIgoymo 3adol  Loxzyd3gmBby.
Los3oAYmxumgdnl NdxBabmosdo, 3Mmyd&gdol go-
bbmMzngmads s sbsbyma 30Bbg00 d79L5083700
bos30AYymxzmb LBmMSB a0 39a08sL; mMadss, 8967-
X3Md0bL HanoyMmo 3x@sLYds s ym3zgmhannymo s-
x0memgyool LobEJAoL EsHabgds oM bgxds LBMmMS-
&2309mo 30bbgoal GomHg3z0Ll combols dnby3znm
(nb. gbm. 4.).

LEMOEGI30mM0 g3a30L dgsLxdNL M35 bsBMO-
Lo, 330M7350 5H376s, MMA Lvd3zsdymazmydals ndg-
Gabmds MIzymomYmsE sBsLIOL LEMGIZNYM
006650%b7 mMogb@nmgdynma 3Mmyd@adal 0djcg-
830L §0bslfom goblLsbmzmmnman dn0Bbal domHha3z0L

0oh39670ma00lL Loxwyd3zgmby. LoszsEdymxyzmydo,

BbmMNQN Ne3. d0mxIB0L 356500am90>5 L>53500dymazmgddn LAM>B 00 3MommoBId700L dobyez00m

Lbybho bodyomm 30030
n/% n/% n/%
00935900 ©3900 3MomMmahghgoob s bHMIGHIzngm
10 (43.5% 5(21.7% 8 (34.8%
80%6900006 3godmaEnbamy ( ) ( ) ( )
o b bob bogds beM 90%69-
0950000 8202DADE3> DRYOS BOMA0IBOYIN 000 12 (52.2%) 6 (261%) 5(21.7%)
00b d90b00800boE
o b 9909803900 bEgds LHM dob
0959(h0L d909de3300 0©Y0s bHMIMHIZNYWMO 39300 1 (47.8%) 5 (21.7%) 7(304%)
dobgoznm
M9LbMLbONL gobob 0o bgds boM 900-
05M1)00L 3302D0Y02 bEYOS HOMOIBNYTN 00 10 (43.5%) 9(39.1%) 4 (174%)
69000 d9Lo0s00bOE
0} M -
00935900L LabbMYdAL gobobomgds bHMaGH9znIM™0 393 1 (478%) 5 (21.7%) 7 (304%)
900 Esbsabymn 3MomMmahghgonb dnbgoznm
Mo MgbyM -
obomo i3n6sbLMa MgbyMLbdnb godmgzmgbs o Im3m 1 (478%) 3(139%) 9(397)
3900 b90s bhMohganymn 3ndB9dab dobombyzsE
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GbMNQN Ne4. bBHMm>BIF0NaN0 392300 dnby300 3MmFB900L F>6bmMENIaMrd0lL 3thmzyLo

U>53>500dymazm96do
byLGHO LodPomm 30030
n/% n/% n/%
36 0oL gebbmmm 00 bgds bihM -
m9dhaoab gebbmMEngmyods bgos bMIHIaNIM 393 3 (13%) 4 (174%) 16 (69.6%)
dob dnbg3nm
bob 9006900 d990b0008900 L 0 b byModg-
©262070 9005300 69952030902 H2032@IgMBMD HOMOD 3(13%) 5(21.7%) 15 (65.2%)
3094 339L
096959Mq00L 6 Mo 0998090 bEgds LHM
0093909000 bEnogho  dg8sbgos bEYos  bHM(HIZNIWN 16 (69.6%) 4 (174%) 3 (13%)
80%6900b d0mBy30L EMbNL BobgEznm
ym39gmbmogmo aznmomgonb bobhgdob sbgbyds bogds
bHBIMHIZNIM0 0BOOAL FobbMMENYMYdsdn MybsddMMA- | 18 (78.3%) 2 (8.7%) 3(13%)
my00b dmbsbomamdnb mbob dnbgoznm
3mb3 L 896959Mm0b 0ydomdab 6 Mo 39xs090
03000 0095910 405m00 @AYnn - 09300 17 (73.9%) 2(8.7%) 4 (17.4%)
bHMIHIgngmn 00H6900L Fnmbgz0b EMBL dnbyz0m

obg39, 99bsMnBg0g6 30Bbal domfhg3ol doh37690-
3oL Mmool gobbsbmzmnm 3gmomgddn. 0ags,
bov3sAYMxumadal NgBgLo Bafomo BozMyds
sbgbl 3066500l dnmfHg30l oh37600mad0l dgxi3e-
Lgoolb 8798700L dgEaMydsl LB3s Los3zsIYymam-
7900L 37098900056 (n=12, 52.2%), LESHMSBGI80NMN
82800L 80Bbgool BnmHa30L mmbolbdngdgdal mo-
My0YmMg0700L Maxgnmsmymo dmblgbgosl Losszs-
dymambozol (n=12, 43.5%) s LsbBmagsmMxdal
56/005 30bEMaLadmo dbstgadol Hnbsdyg (n=17,
73.9%), LEBHMSBGIa0Mn 3MmydBadol gxBaI&NMm-
00l YbBMyb3zgmboymazo LBE3s LoszsAymeamyxdal
90%669500L domHa30L MmMbaldngdgdal dg6h3sM3008L
(n=17, 78.3%) (0b. gbm. 5.).

@OL3ILNY

P0bodgdofmy  33mg3sdn0  dgLbfozmoen  0gbo
LEMOEGI80mMoN g3300L d7813o3700L Y gobbmmMmn-
Jmgonl 3mmagLbo Lagdomogzgmmb 23 dbb3om Los-
35003ymaxzmdn. 33amg350 shHh336s, MmA LEBHMSGIa0NM
05833803590, 183@3Lbo, hsmomymos ddsmm3xma
LoOFM o dgEsMydoc bBogmyds Ambsfomgmdyb
9900300. sb733, Loszsdymamgdaol domosb dgn-
Mg B6ahomo nmgol dmbshomamosl LEHMsGaa0nma
©05333030L 3yoboo AsGomgadonm madngdlbs o
&Mmgbnbagodn. LGMoEgang00l LnLEn gogads bamb
dmoab LEMs@gannmo gyadol Homds@gdnm gobbm-
MmE0gmdsL.
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d07bges35 0dnbs, MM  LoszsEAymxyzmydal
90Mo3mgbmodsl (n=18, 87%) 3Jmbs m3ndgbdo-
Mgdnmo LEMIGIZoNMOo 3xads, dgbfozmoma Loos-
3500dymazmadnl Pdmo3zemgbmdsdn bazmads bogds
bos39AYMxmML doxgB0L 3787353700 db gowslinb-
X3o bLEMOBGIaMN 3xadnl, dnBbydNL s LMYE))-
80710 3hommo@g@gdal dobg3znm. sbg3g, Mabym-
Lgoab s B0YXIENL LoblM]dal gobshomads, sbseman
$0bsblyMmo MaLyMLgdol godm3zmgbs s dm3m3y-
00 o bgos LBMoBgannmo 33adol dnbBbxdaLy
3hommo@g@gdalb  dgbodsdabs. smbndbnmo do-
33960d650L, MMA LEMIBIZ0PMTS ©E]IaTMYdSD
XM 300033 39 03M35 Ms30L0 SN0 XobsE3nl
LobEJ85d0. LEsENMbsM]dal dbmenmee dnMg Mom-
©9bmodsd0 dndnbofmgmol bLBModgaonma dxbgxdg-
630l 3MmEgLo, Mog dgLodsdnbae S0bsbgds Xobo-
330L d3BoMB Boo0 3MmBoENSLS S HomdsBgodsb].

d07b90053500 0d0by, MmMA Loszsdymxyzmgdal 33-
b3xaM700 35L7balidggdambo sMnsb LEMSEIz0MAN
90%66900L dnmHy35Bg, doon Loddnsbmodnl Henayma
d9Bobgos oM bgds LEGMoGIaonma d0bbgdal dom-
093980 3o HomdsBgodnl ombals Bobge3z00. oMo
580by, Loszsdymazmgdnl ymzgmfmoymo sxnm-
mgyoob LobEYs oM 035mMobHnbadl LGMsBaany-
ano 30Bbgdal gobbmMmEngmgdsdn cobsddmmadmmg-
00b dmbsfomgmonl combyls.

LEMIGI30Ymo 3ga8ol JgBoLgdol c35MULSB-
Moboo, 33amg350 ohH376s, MmMA Loszsedymazmgdals
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ABSTRACT. Identifying employees who align well with the organization, commonly referred to as person-or-
ganization fit (P-O fit), is considered crucial for maintaining a productive and engaged workforce (Kristof, 1996). Al-
though research has made significant progress in predicting important job outcomes through person-organization
fit, there remains a lack of understanding regarding how employees experience this fit (Kristof-brown et al., 2005;
Verquer et al., 2003)person-organization (PO. This study aimed to fill the existing research gaps by investigating
the distinction between two perspectives of person-organization fit, namely supplementary and complementary
fit across different working sectors. Furthermore, the study explored the connection between these two types of
person-organization fit and three dimensions of organizational commitment. Lastly, the study evaluated how dif-
ferent types of organizational commitment influence employees' intentions to leave the organization.

The research methodology employed in this study utilized a structured and validated questionnaire to measure
person-organization fit, organizational commitment, and turnover intention variables. Data for the survey was col-
lected from a diverse group of 390 administrative employees working in different public and private organizations.
The study employed quantitative approaches to ensure a comprehensive understanding and produce more robust
results. The findings indicate that person-organization fit did not vary across different working sectors. Supplemen-
tary fit demonstrated a positive correlation with all three types of organizational commitment, whereas comple-
mentary fit showed a positive correlation only with affective commitment. The turnover intentions were found to
have a negative correlation with each type of organizational commitment.

KEYWORDS: PERSON-ORGANIZATION FIT, ORGANIZATIONAL COMMITMENT, TURNOVER
INTENTION.

INTRODUCTION

In general, the selection of employees who align
well with the organization, known as person-organiza-
tion fit (P-O fit), has been recognized as a vital factor
in maintaining a productive and motivated employees
(Kristof, 1996). Despite the advancements in person-or-
ganization fit research, there remains a lack of compre-
hensive understanding regarding how employees expe-
rience this fit (Kristof-brown et al., 2005; Verquer et al.,
2003)person-organization (PO. It is important to note
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that person-organizational fit research focuses on the
characteristics and consequences of individuals' com-
patibility with their organizations (Kristof, 1996).

The primary objective of the present study was
to explore and compare various perspectives of per-
son-organization fit within a sample of administrative
staff in both the public and private sectors in Georgia.
Additionally, the study aimed to examine the rela-
tionship between person-organizational fit, different
types of organizational commitment, and the inten-
tion to leave the organization. It is worth mentioning
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that the private sector faces intense local and interna-
tional competition, while the public sector grapples
with rising labor costs, sluggish productivity, federal
budget cuts, and declining state income (Eskildsen et
al., 2004). Generally, private organizations have more
flexibility to meet the needs, requirements, or pref-
erences of individuals compared to public organiza-
tions (Eskildsen et al., 2004). Therefore, both sectors
need to closely examine personnel practices and is-
sues (Ibid).

Considering the aforementioned, it was expected
that individuals in the public sector would demonstrate
supplementary fit, which occurs when a person adds to,
enhances, or shares qualities that are similar to those of
others in the work environment (Muchinsky & Monah-
an, 1987). Based on the literature review, the following
hypotheses were proposed:

Hypothesis 1: In public organizations, there will be
a positive relationship between employee-organization
fit and supplementary fit.

Hypothesis 2: In private organizations, there will be
a positive relationship between employee-organization
fit and complementary fit.

It is worth noting that Piasentin and Chapman
(2007) developed a scale to investigate complementary
fit as a distinct type of congruence within the organiza-
tional context. The authors found that complementary
fit was associated with employees' organizational com-
mitment and turnover intention in a unique way. There-
fore, based on previous findings, the following research
hypotheses were proposed:

Hypothesis 3: Supplementary fit is positively relat-
ed to (a) affective commitment, (b) continuance com-
mitment, and (c) normative commitment.

Hypothesis 4: Complementary fit is positively relat-
ed to (a) affective commitment, (b) continuance com-
mitment, and (c) normative commitment.

Furthermore, previous studies have shown a neg-
ative correlation between organizational commitment
and turnover intention (Schwepker, 2001; Vandenber-
ghe & Tremblay, 2008). Additionally, a meta-analytic as-
sessment by Tnay et al., (2013) found that organization-
al commitment is negatively associated with behavioral
outcomes such as turnover intention. Therefore, based
on previous findings, the following research hypothesis
was proposed:

Hypothesis 5: (a) Affective commitment, (b) contin-
uance commitment, and (c) normative commitment are
negatively related to turnover intention.

GLOBALIZATION AND BUSINESS #15, 2023

The findings of this study could have implications
for recruitment and selection procedures. Recruiters
often make judgments about candidates' fit based on
their impressions (Cable & Judge, 1996).

LITERATURE REVIEW

In general, individuals tend to seek and choose work
environments that fulfill their specific needs and prefer-
ences, resulting in a match between the individual and
the organizational environment (Diener et al., 1984).
The theory of person-environment fit (P-E fit), which is
significant in various managerial disciplines like orga-
nizational behavior, industrial-organizational psycholo-
gy, and human resource management, focuses on this
relationship (Edwards & Cooper, 1990; Kristof, 1996;
Rounds et al., 1987). Different types of person-environ-
ment fit have been identified within this broad concept,
although the distinctions between these forms are of-
ten unclear Kristof (1996). Individuals may feel a con-
nection to their job and supervisor but experience mis-
fit with their peers and the organizational culture (Van
Vianen et al., 2010). Holland's (1959) vocational prefer-
ence model exemplifies the idea of supplementary fit in
vocational choices.

The next level of person-environment fit is per-
son-job (P-J) fit, which pertains to the compatibility
between an employee's skills, abilities, and the re-
quirements of the job (Kristof, 1996). Person-team
(P-T) fit, on the other hand, refers to the similarity
between individuals and their work teams or groups
(Kristof, 1996). Person-person (P-P) fit focuses on the
congruence between an employee and their manag-
er and is often examined in vertical relationship re-
search (Kristof, 1996). Person-supervisor fit refers to
the compatibility between an employee's traits and
those of their supervisor (Van Vianen et al., 2010).
Schneider's et al., (1995)attraction-selection-attri-
tion (ASA "Attraction-Selection-Attrition (ASA)" the-
ory, which emphasizes supplementary fit, suggests
that individuals actively seek environments that align
with their interests.

Complementary fit, also known as "needs-supplies"
or "demands-abilities" fit, is another perspective on
person-organization fit and occurs when an organiza-
tion meets the needs, requirements, or preferences of
individuals Kristof's (1996). Goal alighment with compa-
ny leaders or colleagues is another operationalization
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of fit, as shown by Vancouver's and colleagues' (1994)
and Vancouver and Schmitt's (1991) findings. Organiza-
tional goals play a critical role in determining whether
individuals and organizations are a good fit, as claimed
by Schneider (1987).

Despite the importance of distinguishing between
supplementary and complementary fit in fit research,
these distinctions are often overlooked or blurred
(Shipp & Edwards, 2012). Some studies have focused on
assessing the overall fit without differentiating between
these types, while others have created summary indices
that encompass multiple fit types (Bretz & Judge, 1994;
Mitchell & Lee, 2001).

Furthermore, research has explored the impact
of person-organization fit on various outcomes. Boxx
and colleagues (1991) examined the effects of organi-
zational values and value congruence on job satisfac-
tion, organizational commitment, and cohesiveness
in a non-profit context, finding that they significantly
influence these variables. Chatman (1991)this study
tracked the early careers of 171 entry-level auditors
in eight of the largest U.S. public accounting firms and
assessed the congruence of their values with those of
the organization. Person-organization fit is shown to
be created, in part, by selection (assessments of who
the person is when he or she enters the organization
compared the explanatory power of person-organi-
zation fit to individual and organizational variables
and found that person-organization fit is a stronger
predictor of job satisfaction, organizational commit-
ment, desire to quit, and tenure. Other studies have
investigated the impact of fit on selection procedures
(Cable & Judge, 1996; Dineen et al., 2002; Judge &
Bretz, 1992) job choice, work attitudes, and perfor-
mance (Goodman and Svyantek 1999; Judge and
Bretz 1992; Posner 1992)).

Furthermore, two studies explored the potential
impact of the direction of congruence on outcomes, in
addition to analyzing the relationship between congru-
ence and outcome variables. Edwards (1996) conducted
research that revealed a connection between incongru-
ence and job discontent and strain. Specifically, insuffi-
cient supplies were associated with job dissatisfaction
across all levels of value importance, while excessive
supplies were only linked to dissatisfaction when val-
ues held moderate to high importance. Another study
mentioned in the discussion, conducted by Edwards &
Rothbard (1999) found that value congruence is posi-
tively related to individual well-being. Additionally, the
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mentioned study found that an abundance of resources
compared to one's personal values is associated with
increased levels of happiness. These studies shed light
on the nuanced effects of congruence in relation to var-
ious outcome variables and provide insights into the im-
portance of considering the direction of congruence in
understanding its impact.

METHODOLOGY AND METHODS

The main objective of the current study was to un-
derstand and compare the presence of various types
of person-organization fit among administrative staff
working in the public and private sectors in Georgia.
Additionally, the study aimed to assess the relationship
between person-organizational fit, different forms of
organizational commitment, and turnover intention. To
achieve this, two conceptual models were developed
within the study, representing the connections between
the variables based on the theoretical framework and
research hypotheses.

Sample and Procedures

The primary objective of the research was to exam-
ine the type of compatibility existing in the private and
public sectors in Georgia and its impact on employee
organizational commitment and turnover intention. To
achieve this, an online survey was designed and con-
ducted within a specific period from February 10, 2022,
to May 6, 2022. The survey employed a quantitative
research method. In order to ensure a substantial vari-
ation in the factors of interest, the participants in the
study were selected from diverse organizational and vo-
cational backgrounds.

The research questionnaire was specifically de-
veloped and distributed to different groups of cur-
rent employees, including those in administrative
staff roles responsible for office management activ-
ities. The sample consisted of 390 individuals who
completed the online questionnaires. Among the
participants, 274 were females and 116 were males,
representing 70% and 30% of the total sample, re-
spectively. Additionally, 326 employees (84%) report-
ed working at a consistently full rate. It is worth not-
ing that employees with one to five years of tenure
accounted for 40% of the sample
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Measurements

In relation to the research inquiries at hand, the
guestionnaire designed for this study aimed to encom-
pass several concepts. It sought to capture a wide range
of potential factors that influence perceptions of fit, in-
cluding various types of perceived similarity or comple-
mentarity such as values, personality, and knowledge,
skills, and abilities. Additionally, to test the proposed
hypotheses, the questionnaire aimed to assess employ-
ee organizational commitment and measure turnover
intention.

To address the broad range of antecedents related
to fit perceptions, the research utilized a scale devel-
oped by Piasentin and Chapman's (2007). This scale con-
sisted of 17 items (with a Cronbach's alpha coefficient
of 0.80) to assess both supplementary and complemen-
tary fit. The construct of "perceived complementarity"
was examined using eight items (with a coefficient al-
pha of 0.79). The same questionnaire, developed by the
aforementioned authors, was adapted for the Georgian
population in the work of Nino Torotadze, a PhD stu-
dent at Thilisi State University's Faculty of Psychology
and Education.

To evaluate organizational commitment, the re-
search employed Allen and Meyer's (1990) Organiza-
tional Commitment Questionnaires (OCQ) with a coef-
ficient alpha of 0.80. Originally, the research intended
to measure employees' turnover using actual data ob-
tained from organizations. However, it became appar-
ent that this was not possible as Georgian organizations
do not typically gather or disclose such statistical infor-
mation. Instead, the study opted to measure employ-
ees' turnover intention within each organization. This
was assessed using two items: "l frequently think about
quitting my job" and "I doubt that | will be here in a few
months" (with a coefficient alpha of 0.90) as developed
by Piasentin & Chapman (2007). Additionally, one item
created by Wayne et al., (1997) was used: "I think | will
be working at this company five years from now" (re-
versed score) with a coefficient alpha of 0.89.

RESULTS AND DISCUSSION

To establish the reliability of the survey, an initial
step involved determining the margin of error, which
was found to be 5%. Additionally, the accuracy of the
collected information was assessed by examining the
minimum and maximum values of each variable. A
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principal components analysis with varimax rotation
was conducted on the 17 items designed to measure
perceived similarity and complementarity. This analysis
aimed to determine if the items capturing perceived
similarity and complementarity would yield distinct fac-
tors. The results showed a consistent underlying factor
structure, with the first factor consisting of nine items
(Cronbach's Alpha = 0.80) representing perceived sim-
ilarity, and the second factor comprising eight items
(Cronbach's Alpha = 0.87) representing perceived com-
plementarity.

At the outset, the main aim of the survey was to con-
duct a comparative analysis of employee compatibility
across various sectors and determine the prevalence of
either supplementary or complementary fit in the pub-
lic and private sectors. However, the results revealed no
significant differences between the sectors in terms of
perceived similarity and complementarity. Both factors
were equally presented in both sectors. Although sup-
plementary fit tended to be slightly more typical in the
private sector, the difference was not statistically signif-
icant (0.83 > 0.05; f = 0.05). Similarly, complementary
fit was more common in the private sector, but the dif-
ference was not statistically significant either. Further-
more, based on the means (0.01 and 0.03, respective-
ly), complementary fit appeared to be more prevalent.
Nonetheless, the differences in means for both types
of fit were not statistically significant (0.60 > 0.05; f =
0.27).

Based on the findings, it can be deduced that there
is no difference in employee compatibility across differ-
ent working sectors. As a result, Hypothesis 1, which
posited that compatibility between employees and or-
ganizations would be reflected in supplementary fit for
public organizations, is rejected. Likewise, Hypothesis 2,
which suggested that compatibility between employees
and organizations would be manifested in complemen-
tary fit for private organizations, is also rejected.

Intercorrelations were examined to explore the re-
lationships between tenure and the major variables.
The correlation analysis revealed a positive correlation
between tenure at the current organization and both
complementary fit and continuance commitment. This
can be attributed to the fact that the longer individuals
work at their current organization, the higher their lev-
el of compatibility, as indicated by complementary fit.
Additionally, the longer individuals work, the greater
their sense of responsibility towards the organization,
as reflected in continuance commitment. Furthermore,
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gender did not exhibit any significant differences and
was not statistically significant.

In terms of the relationship among the depen-
dent variables, all types of organizational commitment
showed strong positive correlations with each other.
The correlation coefficients between affective and con-
tinuance commitment, affective and normative com-
mitment, and continuance and normative commitment
were found to be r =0.42, p < 0.05, r = 0.33, p < 0.05,
and r = 0.40, p < 0.05, respectively. The correlation be-
tween affective and continuance commitment exhibit-
ed a significantly higher value compared to the correla-
tion between continuance and normative commitment.
Moreover, the association between affective and nor-
mative commitment was the least pronounced.

Furthermore, a hierarchical regression analysis was
conducted to examine the relationship between com-
plementary fit and three factors: affective, continuance,
and normative commitment. The analysis revealed that
complementary fit had a statistically significant relation-
ship only with affective commitment (0.04). Moreover,
it was found that there was no statistically significant
association between continuance commitment and
normative commitment (0.29; 0.12, respectively).

To assess the impact of supplementary and com-
plementary fit on different types of organizational com-
mitment, a stepwise regression analysis was conducted
to select the independent variables for the final model.
The results indicated that the independent factors ac-
counted for 40% of the variation in the dependent vari-
able in the second model (R-square = 0.40).

Additionally, a logistic regression model was utilized
to identify the variables that were characteristic of the
public and private sectors. The R-square value for the
model was 0.13. The findings revealed that comple-
mentary fit was somewhat more prevalent in the pri-
vate sector, while continuance commitment and work-
ing experience at the current organization were more
typical in the public sector. Gender did not exhibit any
significant effects. Furthermore, although working rate
was more typical in the private sector, it was not statis-
tically significant. Therefore, the model presented is not
applicable to a broader context.

Regarding the correlation among the independent
and dependent variables in the survey, each type of
person-organization fit exhibited significant positive
connections with all three types of organizational com-
mitment (affective, continuance, and normative). Par-
ticularly, supplementary fit demonstrated a significant
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and positive correlation with affective commitment (r
=0.62, p < 0.05), as well as with continuance commit-
ment (r = 0.29, p < 0.05) and normative commitment (r
=0.29, p < 0.05). Notably, the correlation between sup-
plementary fit and affective commitment was found to
be stronger than the correlations with the other types
of organizational commitment. Thus, Hypothesis 3,
which posited a positive relationship between supple-
mentary fit and affective, continuance, and normative
commitment, was supported.

Regarding the relationship between complemen-
tary fit and all types of organizational commitment
(affective, continuance, and normative), only affective
commitment exhibited a significant connection with
complementary fit (r = 0.11, p < 0.05). However, com-
plementary fit showed no significant correlation with
continuance commitment (r = 0.05, p > 0.05) or nor-
mative commitment (r = 0.08, p > 0.05). Therefore, a
connection was found between complementary fit and
affective commitment, but not with the other two types
of organizational commitment.

When examining the relationship between differ-
ent types of organizational commitment and turnover
intention, it was observed that affective commitment
had a strong negative correlation with intention to leave
(r =—-0.62, p < 0.05). Continuance commitment also
showed a significant negative correlation with turnover
intention (r = - 0.41, p < 0.05), as did normative com-
mitment (r =—0.35, p < 0.05). Thus, Hypothesis 5, which
stated that affective, continuance, and normative com-
mitment are negatively related to turnover intention,
was fully supported. Hypothesis 4, which suggested a
positive relationship between complementary fit and
affective, continuance, and normative commitment,
was partially supported, specifically in relation to affec-
tive commitment.

CONCLUSION AND RECOMMENDATIONS

The research conducted aimed to examine different
types of person-organization fit among administrative
staff in the public and private sectors of Georgia. It also
sought to explore the relationship between person-or-
ganization fit, various types of organizational commit-
ment, and turnover intention. The quantitative analysis
of the data revealed that there were no significant dif-
ferences in types of fit between the working sectors in
Georgia. Moreover, the results indicated a positive cor-
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relation between supplementary fit and different types
of organizational commitment, particularly affective
commitment. Complementary fit, however, showed a
positive connection only with affective commitment. By
establishing reliable connections between person-orga-
nization fit and significant individual outcomes in orga-
nizational settings, this study made a valuable contribu-
tion to the existing literature.

Nevertheless, the study has certain limitations.
Firstly, the data was collected exclusively from the pub-
lic and private sectors in Georgia, limiting the gener-
alizability of the findings. To overcome this constraint,
future research has the potential to expand its scope by
gathering survey data from a wider array of organiza-

tions and industries. This broader approach would en-
able a more extensive evaluation of the validity of the
findings across diverse work contexts. Additionally, data
collection was conducted at a single time point, mak-
ing it challenging to assess any potential changes in the
compatibility of person-organization fit and individual
outcomes over time. Furthermore, the research focused
solely on person-organization congruence in the Geor-
gian context, and future studies could explore other
dimensions of person-environment fit, for instance, an
aspect worth exploring in future research is person-job
fit, which relates to the alignment between an employ-
ee's skills, abilities, and the demands of their job.

10.
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ABSTRACT. Money was a centre of economic gravity from its inception. It evolved from gold to fiat currency,
and now we face a new era of monetary evolution. Every step of development gives him new power to influence
society by reaching more and more aspects of social life. With its influence were unknown risks and concerns to-
ward monetary systems flexibility and sustainability.

Using a promise to pay as money (banknote) has several critical legal and technical inconsistencies with the
token-based CBDC system. One significant limitation is that promissory notes may not have a unique serial num-
ber like physical currency printed by central banks. In the modern hybrid monetary system where only cash has a
unique serial number and banks’ electronic payments work on an account-based approach, the incompatibility of

promise to pay with real money is not visible widely.

Overall, the role of fractional reserve banking and the money multiplier in a token-based CBDC system will play
a different role than in traditional banking systems, given the unique characteristics of digital tokens and the role

of central banks in issuing and controlling them.

By analysing these key aspects, this paper aims to provide a comprehensive understanding of the potential
effects of CBDCs on fractional reserve banking. The findings of this research will contribute to the ongoing discus-
sions and debates surrounding the adoption and implementation of CBDCs, enabling policymakers, regulators, and
banking institutions to make informed decisions in this challenging era of digital currencies.

KEYWORDS: CBDC; MONEY; CREDIT; FRACTIONAL RESERVE BANKING; MONETARY SYSTEM.

INTRODUCTION

Central Bank Digital Currency (CBDC) has emerged
as a significant innovation in the field of monetary sys-
tems, raising important questions about its potential
impact on traditional banking practices, particularly
fractional reserve banking. CBDC is a digital form of fiat
currency issued and regulated by a central bank, pro-
viding a digital representation of a nation's legal tender.
As CBDCs gain traction worldwide, it becomes crucial
to examine their potential effects on fractional reserve
banking, a long-standing practice that underpins the
modern banking system.
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SOME CRITICAL MISCONCEPTIONS
ABOUT MONEY

To calibrate our consciousness about money as
an economical category, we must clarify some critical
aspects of modern monetary architecture. First, we
should explore how the money creation process works
and how the quantity of money in the economy is de-
termined.

The vast majority of money held by the public takes
the form of bank deposits. However, where the stock
of bank deposits comes from is often misunderstood.
One common misconception is that banks act simply
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FIGURE 1. Money creation by the aggregate banking sector making additional loans

SOURCE: Bank of England, Quarterly Bulletin 2014 Q1

as intermediaries, lending out the deposits that savers
place with them. In this view, deposits are typically ‘cre-
ated’ by the saving decisions of households, and banks
then ‘lend out’ those existing deposits to borrowers, for
example, companies looking to finance investment or
individuals wanting to purchase houses (McLeay, Radia
and Thomas, 2014).

Commercial banks play a crucial role in the money
creation process. When you deposit money into a bank
account, the bank does not simply hold onto your mon-
ey in a safe deposit box. Instead, the bank uses your
deposit to make loans and investments, expecting that
the loans will be paid back with interest and that the
investments will generate returns.

When a bank makes a loan, it creates new money
by promising to pay the borrower a certain amount.
This promise takes the form of a bank deposit, which
the borrower can use to make purchases or pay bills. In
effect, the bank's promise to pay is accepted as a form
of currency (Fig. 1).

When you use a credit card or write a check, you
essentially transfer the bank's promise to pay from one
person to another. The promise is backed by the bank's
assets, including the loans and investments it has made
with its deposits.

So, in a sense, money in a commercial bank account
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represents a promise from the bank to pay the account
holder a certain amount upon request. The bank's as-
sets and reputation back this promise, which is widely
accepted as a form of currency.

Another common misconception is that the central
bank determines the number of loans and deposits in
the economy by controlling the quantity of central bank
money — the so-called 'money multiplier' approach
(McLeay, Radia, and Thomas, 2014), (Carpenter, S,
Demiralp. 2012).

It is a common misconception that the central bank
determines the quantity of loans and deposits in the
economy. While the central bank plays an important
role in regulating the money supply, it does not directly
control the number of loans and deposits in the econ-
omy.

Commercial banks create money through fraction-
al reserve banking, meaning they hold only a fraction
of their deposits in reserve and use the rest to make
loans and investments. This process of money creation
by commercial banks is a key driver of the money supply
in the economy (see Fig.1).

The commercial banks and only commercial banks,
in other words, possess a widow’s cruse. And because
they possess this key to unlimited expansion, they must
be restrained by reserve requirements. Once it is done,
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TABLE 1. Forms of money

Money type

Dreseription

Seigniorage

Credit romey

Central bank money

Private payrent token

Created as a private bank Hability
through credit extension

[ssued as a non-redeemable labdlity
h}- a cenfral bank a= a bank note or
token with |.1n|_'!.I indirect I:lan:ld.nllq b}r
asels

[ssued as mon-redeemable elecironic
serip by a coln issuer on trust in its

Positive as bong as interest on cradif
exceeds interest on Habdlity

Positive as bong as inberest on assets
cuoeeds interest on Hability

Positive as bong as increase in token
supply covers the cost of ooin Bsuing

E‘xl:h..'l.TlEl:' value
Private asset token

isser

lzzned as claim on sssets and

exchangeable inbo these assets by the

and validation of transactions
Positive ar nrgal.'lw‘ L"-FFH"I‘H‘]II'IE on
whether the return on assets exceads
or falls short of the costs of coin
Bsuing and validation of transactions

SOURCE: The Economists’ Voice. 2019; 20190033

determining the aggregate volume of bank deposits is
just a matter of accounting and arithmetic: dividing the
available supply of bank reserves by the required re-
serve ratio (Tobin J, 1963) (see Table 1.).

The central bank can influence the money supply by
setting interest rates, adjusting reserve requirements
for banks, and engaging in open market operations. For
example, by lowering interest rates, the central bank can
encourage more borrowing and lending, increasing the
amount of money in circulation. Similarly, by increasing
reserve requirements, the central bank can limit the
ability of banks to create money through lending.

However, the central bank does not have direct con-
trol over the lending and borrowing decisions made by
commercial banks, which are influenced by various fac-
tors such as economic conditions, the creditworthiness
of borrowers, and market demand for loans. Therefore,
while the central bank can influence the overall level of
lending and borrowing in the economy;, it does not deter-
mine the number of loans and deposits in the economy.

The emergence of Bitcoin and other cryptocurren-
cies has been a significant development in the world
of finance and technology. Since then, thousands of
other cryptocurrencies have been created, each with
its unique features and characteristics. Bitcoin and
cryptocurrencies operate using a decentralized ledger
technology called blockchain, which offers secure and
transparent transactions without the need for inter-
mediaries such as banks or payment processors. The
decentralized nature has led to widespread interest in
cryptocurrencies, with some people seeing them as a
potential replacement for traditional currencies and
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financial systems. The emergence of cryptocurrencies
has also led to the development of new financial prod-
ucts and services, such as cryptocurrency exchanges,
wallets, and investment funds. This has helped to in-
crease the accessibility of cryptocurrencies to a wid-
er audience, making it easier for individuals to invest
in and use cryptocurrencies. An alternative monetary
system was born in front of the monetary authorities’
eyes. Such development of the money order has led to
increased interest in digital currencies and has prompt-
ed some central banks to explore the development of
Central Bank Digital Currencies (CBDCs).

E-CNY AND OTHER MONETARY EXPERIMENTS

China has been at the forefront of developing Cen-
tral Bank Digital Currencies (CBDCs), with the People's
Bank of China (PBOC) conducting successful pilot tests
of its digital yuan or e-CNY.

In terms of policy implications, there have been in-
tense discussions around the specific designs of CBDCs.
First, there is the question of whether the CBDC should
be a wholesale instrument used for settlement between
financial institutions or a retail system where the CBDC is
a central bank liability accessible to all consumers. Sec-
ond, if it is a retail system, there is the question of wheth-
er the financial system architecture should have the
central bank interacting with the general public directly
or whether the private sector (including banks) should
handle all the customer-facing activities. Third, there are
questions about what would be permissible in creating
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CBDC, with different features resulting in different impli-
cations on monetary policy effectiveness and financial
stability overall. (Allen a, Xian Gu b, Jagtiani J, 2022).

Traditional central bank money has three major
functions, i.e. payment, pricing and investment. Hence,
a general CBDC is also expected to serve as an almost
cost-free medium of exchange, a stable account unit and
a safe store of value under ideal conditions. However, the
e-CNY, which has been more famous as the 'Digital Cur-
rency Electronic Payment', will only focus on facilitating
payment at the current stage and aims at replacing cash
in circulation rather than bank deposits or other finan-
cial investment products. For the PBC, payment would
only be the first and relatively conservative step, and the
e-CNY will play a more momentous role in pricing and
investment in the future. (Li Sh & Huang Y, 2021).

The monetary architecture of the e-CNY, China's
digital currency, is based on a two-tier system. The Peo-
ple's Bank of China (PBOC) issues the e-CNY to commer-
cial banks, distributing the currency to their customers.

Individuals and businesses can store the e-CNY in
digital wallets accessed through mobile phones or oth-
er electronic devices. The wallets are linked to users'
bank accounts and can be used to make payments and
transfers.

E-CNY transactions are conducted through a digital
payment system designed to be fast, secure, and reli-
able. The system uses QR codes and other forms of dig-
ital payment to facilitate transactions, and each trans-
action is recorded on a decentralized ledger maintained
by the PBOC.

The e-CNY is designed to be a "two-tier" digital cur-
rency, which means that it is issued by the central bank
but distributed by commercial banks. This system is in-
tended to ensure that the e-CNY is widely accepted and
can be easily integrated into existing financial systems.

One potential advantage of the e-CNY's architecture
is that it provides a way to digitize China's financial sys-
tem without disrupting existing structures. By working
within the framework of China's existing banking sys-
tem, the e-CNY can be integrated with other digital pay-
ment platforms and financial services.

In 2015, the Dutch central bank developed a block-
chain-based CBDC prototype, DNBcoin/Dukaton. The
first version of DNBcoin was adapted from the Bitcoin
blockchain and focused on sustainability in the pay-
ments system. Then Dutch central bank tested different
consensus and validation mechanisms in the subse-
qguent four blockchain prototypes. Finally, Dutch Central
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Bank concluded that blockchain technology could not
be an option for financial infrastructures for its limita-
tions on capacity, efficiency and certainty of payment.
Unfortunately, there are no public technology details on
the Dukaton project (Zhang T, Huang Z, 2021).

The United States and the European Union have
been exploring the possibility of developing their own
Central Bank Digital Currencies (CBDCs). However, the
projects are still in the early stages, and no concrete
plans have been announced yet.

In the United States, the Federal Reserve has been
studying the potential benefits and risks of CBDCs and
has researched and tested various technologies and de-
signs. However, no decision has been made yet about
the future development of a CBDC.

In the European Union, the European Central Bank
(ECB) has also been studying the potential benefits and
risks of CBDCs. The ECB has launched a public consulta-
tion on the possible introduction of a digital euro and
has also conducted experiments to test the technical
feasibility of a CBDC.

CBDC monetary system has some variations and dif-
ferences, especially when discussing the monetary ar-
chitect. For a better understanding, we have to explore
all possible variants and their characteristics.

RETAIL OR WHOLESALE CBDC

Retail CBDCs are designed for everyday retail trans-
actions between individuals and businesses. As a result,
the monetary architecture of retail CBDCs is designed to
ensure that they are accessible, efficient, and secure for
the general public. Retail CBDCs are typically designed
to be held in digital wallets accessible through mobile
devices, computers, or other electronic devices. Com-
mercial banks or other authorized intermediaries may
issue digital wallets and be linked to traditional bank
accounts or other payment systems. The central bank
would issue and manage the retail CBDC, which the cen-
tral bank's reserves would back.

Wholesale CBDCs, on the other hand, are designed
for large-value and interbank transactions. The mon-
etary architecture of wholesale CBDCs is designed to
ensure that they are efficient, secure, and scalable for
use in large financial transactions. Wholesale CBDCs
are typically designed to be held in digital wallets ac-
cessible through a secure network of financial institu-
tions, including central banks and commercial banks.
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TABLE 2. Key design features of central bank money

Existing central bank money

Central bank digital currencies

Reserves and :
Cash settlement ba- Retal
lances Token Accounts
24T availability 5 -
Anonymity v = x
Interest-bearing x

¥ = eisting or likely feature;

= possible feature; ® = untypical or impossible feature.

SOURCE: SUERF Policy Note. Issue No 66, April 2019

The wallets may be issued by the central bank or other
authorized intermediaries and would be used to settle
large-value financial transactions in real-time. The cen-
tral bank would issue and manage the wholesale CBDC,
which would back the bank's reserves.

Overall, the monetary architecture of retail and
wholesale CBDCs reflects their different intended use
by cases, with retail CBDCs designed for everyday re-
tail transactions and wholesale CBDCs designed for
large-value and interbank transactions.

In the indirect CBDC architecture (top panel), this is
done indirectly, and an ICBDC in the hands of consum-
ers represents a claim on an intermediary. In the other
two architectures, consumers have a direct claim on the
central bank. In the direct CBDC model (centre panel),
the central bank handles all payments in real-time and
thus keeps a record of all retail holdings. The hybrid CBDC
model (bottom panel) is an intermediate solution provid-
ing for direct claims on the central bank while interme-
diaries handle real-time payments. In this architecture,
the central bank retains a copy of all retail CBDC holdings,
allowing it to transfer holdings from one payment service
provider to another in the event of a technical failure.
All three architectures allow for either account — or to-
ken-based access (Auer R, Bohme R, 2020).

TOKEN-BASED OR ACCOUNT-BASED CBDC

The monetary architecture of a token-based or ac-
count-based CBDC will differ from the chosen approach.
In a token-based CBDC system, the central bank
would issue and manage the digital tokens. The tokens
would be designed to represent a certain denomination
of CBDC, similar to physical cash. These tokens would
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be stored in digital wallets accessible through electronic
devices, such as mobile phones or computers. Transac-
tions would be conducted by transferring tokens direct-
ly between wallets, with each token being linked to a
unique identifier to ensure its authenticity and prevent
counterfeiting.

In contrast, an account-based CBDC system would
link the CBDC to specific accounts held by individuals
or businesses. These accounts would be similar to tra-
ditional bank accounts that store and transfer CBDC.
Transactions would be conducted by transferring CBDC
between accounts, with each transaction being record-
ed and linked to specific account identifiers to ensure
transparency and traceability (see Table 2.).

The monetary architecture of a token-based or ac-
count-based CBDC would have different implications
for factors such as privacy, security, and scalability. To-
ken-based CBDCs may provide greater anonymity and
privacy for users, as transactions would not be tied to
specific accounts. However, they may also be more sus-
ceptible to fraud and counterfeiting. Account-based
CBDCs would provide greater transparency and trace-
ability but may also raise concerns about data privacy
and surveillance. Additionally, account-based CBDCs
may require a more complex infrastructure to ensure
account-based transactions' secure and efficient man-
agement.

A general-purpose variant (i.e. a CBDC available to
the public) can be based on tokens or accounts. This
would be widely available and primarily targeted at re-
tail transactions (but would also be available for broad-
er use). A token-based variant would resemble a type of
"digital cash", which could be distributed differently to
a more direct account-based variant to the public (Boar
C, Holden H and Wadsworth A, 2020).
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In @ modern globalized world where one of the key
functions of money is to support international trade,
the critical question about CBDC is whether it could be
a better alternative to the existing monetary system.

CBDC AS INTERNATIONAL MONETARY
UNIT - CHALLENGES AND OPPORTUNITIES

Central Bank Digital Currencies (CBDCs) have the
potential to be used as an international monetary unit.
This means they could be used as a global reserve cur-
rency or a means of exchange in international transac-
tions. However, several challenges must be overcome
before CBDCs become an international monetary unit.

One of the key challenges is the need for global co-
operation and coordination among central banks and
financial institutions. Different countries have different
regulatory frameworks and priorities, which could make
it difficult to establish a globally accepted CBDC.

Another challenge is establishing a system of ex-
change rates for CBDCs. Currently, there is no agreed-up-
on exchange rate system for CBDCs, which could make it
difficult to use them as a means of exchange in interna-
tional transactions.

There are also concerns about the potential impact
of CBDCs on the traditional banking system. If CBDCs
are widely adopted, they could lead to bank disinterme-
diation, where banks are bypassed in financial transac-
tions. This could potentially lead to a loss of profitability
for banks, which could have negative consequences for
the overall stability of the financial system.

For CBDCs to be used as an international monetary
unit, there would need to be a clear regulatory frame-
work to address concerns related to privacy, security,
and illicit activity.

Additionally, there would need to be a system in
place to ensure that CBDCs can be used in a way that is
transparent and beneficial for all users.

Overall, while the use of CBDCs as an international
monetary unit presents both opportunities and chal-
lenges, it has the potential to significantly transform the
global financial system and increase financial inclusion,
transparency, and efficiency.

So, CBDC in the current stage is an issue of the local
economy. It could be a crucial point for banking, espe-
cially from a money-creation point of view.
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FRACTIONAL RESERVE BANKING IN TOKEN-
BASED CBDC MONETARY ENVIRONMENT

Fractional reserve banking and the money multiplier
are concepts closely related to traditional banking sys-
tems where physical currency is used. In a token-based
CBDC monetary system, fractional reserve banking may
not apply in the same way as traditional banking.

Fractional reserve banking is a system where banks
keep only a fraction of the deposits they receive as re-
serves and lend out the rest. This allows banks to cre-
ate new money through the process of lending, and the
amount of new money created is determined by the
monetary multiplier. The monetary multiplier is the ra-
tio of the money created through lending to the amount
of reserves held by banks.

There are three main economic differences be-
tween the special case of a monetary deposit and a
monetary loan. First, the monetary loan contract ex-
changes present goods and future goods. The borrow-
er receives monetary units now and will pay the lend-
er monetary units in the future. In contrast, there is
no exchange of present goods for future goods in the
monetary deposit contract. Depositors do not give up
the availability of the monetary units but retain the
right to withdraw them on demand (Bagus, Howden,
Block 2013).

In a token-based CBDC system, the tokens are digi-
tal units issued by the central bank and held directly by
individuals or institutions. Banks do not need to hold
reserves or create new money through lending. Instead,
the central bank can directly control the money supply
by issuing or withdrawing tokens as needed.

In a free-market economy, where there is no frac-
tional reserve banking practice, the source of credit re-
sources is saving, temporarily free money funds, which,
through the banks as the mediators, flow from the sav-
ings holders to business operators in the form of loans.
The existence of savings is, on the one hand, the means
for obtaining credit resources for business, and on the
other hand, the indicator of the existence of additional
demand, which should provide support for economic
growth, as well as the application of the additional issue
(Khidasheli M, 2022).

Using a promise to pay as money (banknote) has
several critical legal and technical inconsistencies with
token-based CBDC systems. Using promissory notes,
such as banknotes and other payment instruments, as
a form of money has been a common practice through-
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out history. However, their use as a monetary unit is
subject to various limitations and risks.

One significant limitation is that promissory notes
may not have a unique serial number like physical cur-
rency printed by central banks. This lack of unique iden-
tification can make it difficult to track and verify the
authenticity of promissory notes. In the modern hybrid
monetary system where only cash has a unique serial
number and banks' electronic payments work on an ac-
count-based approach, the incompatibility of promise
to pay with real money is not visible widely.

In addition, promissory notes as a form of money
are subject to legal and regulatory considerations. The
issuance and use of promissory notes are subject to var-
ious laws and regulations, which can vary by jurisdic-
tion. This can create additional costs and complexities
for issuers and users of promissory notes.

In conclusion, while promissory notes have been
used as money throughout history, their limitations and
risks must be carefully considered. All bank panics and
financial crises (boom and bust) result from unbaked
credit expansions. In the end, as in 2008, central banks
must exchange this credit money (promises to pay) with
real ones through different monetary easing programs.

Monetary interventions implemented for the econ-
omy's stability distort the impact of market forces on
the economy, causing the postponement of the crisis
consequences and not their neutralization (Khidasheli
M, Chikhladze N 2019).

In conclusion, using tokens in a CBDC system cre-
ates a more transparent and accountable monetary sys-
tem, where the creation and circulation of new tokens
are tied directly to reserves held on the blockchain.
This makes it virtually impossible for banks to engage
in fractional reserve banking practices without proper
oversight and regulation. Furthermore, token-based
CBDC systems have the potential to increase financial
inclusion and accessibility, making it easier for individ-
uals to transact and exchange value without relying on
traditional banking systems.

CONCLUSIONS

Fractional reserve banking and the money multi-
plier are closely related to traditional banking systems
where physical currency is used. In a token-based CBDC
monetary system, fractional reserve banking may not
apply in the same way as traditional banking.
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In a token-based CBDC system, where digital cash
is represented by tokens on a blockchain network, frac-
tional reserve banking becomes virtually impossible.
This is because each token on the blockchain is a unique
unit of value that cannot be duplicated or created out
of thin air.

Unlike in traditional fractional reserve banking,
where banks can create new money by lending out a
portion of their deposits, creating new tokens in a CBDC
system would require actual reserves to be deposit-
ed and held on the blockchain. In other words, banks
would be unable to create new tokens without having
the reserves to back them up.

Using tokens in a CBDC system creates transparen-
cy and accountability not present in traditional banking
systems. Each token on the blockchain represents a spe-
cific amount of value tied directly to the reserves held
by the issuing authority. This means that the creation
and circulation of new tokens can be easily tracked and
verified, making it difficult for banks to engage in frac-
tional reserve banking practices without proper over-
sight and regulation.

Token-based CBDC systems also have the potential
to increase financial inclusion and accessibility. With
each token representing a specific unit of value, it be-
comes easier for individuals to make transactions and
exchange values without relying on traditional banking
systems. This can be particularly beneficial for individu-
als who may not have access to traditional banking ser-
vices, such as those living in remote or underdeveloped
areas.

However, in some token-based CBDC systems, banks
may still have a role in providing services such as cus-
tody, payment processing, and lending. In these cases,
fractional reserve banking may still apply, but the mon-
ey multiplier would be determined by the central bank's
issuance of tokens rather than by banks' reserves.

Overall, the role of fractional reserve banking and
the money multiplier in a token-based CBDC system will
depend on the specific design and implementation. It is
likely that these concepts will play a different role than
they do in traditional banking systems, given the unique
characteristics of digital tokens and the role of central
banks in issuing and controlling them.
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ABSTRACT. Based on the latest literary sources and rich factual material, the scientific article consistently
discusses topical issues of financial theory and practice, gender budgeting in the healthcare and social protection

of Georgia.

It has been established that health care and social orientation have a high gender significance. At the same

time, the study shows that the state budget programs of Georgia do not contain gender sensitivity. Most programs
and sub-programmes do not include gender sensitivity; several programs are distinguished by gender sensitivity,
there are also some goals set in terms of gender aspects, however they are mostly in the form of statistics and do

not adequately reflect gender needs.

It is substantiated that the goals set in the health and social protection programs of the state budget of Georgia
and the indicators of intermediate and final results require more specification in accordance with the principles of
the program budgeting methodology in general, as well as considering additional gender aspects.

KEYWORDS: GENDER BUDGETING, PROGRAM BUDGETING, GENDER SENSITIVITY,
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INTRODUCTION

Gender plays an important role in the origin and
spread of certain diseases/pathologies and their treat-
ment and well-being. This is due to biological differenc-
es between the sexes and socio-economic and cultural
factors that influence the behaviour of women and men
and their use of health services.

According to the European population, women
generally live longer than men in all parts of Europe,
and more men die than women of working age (15-64
years). However, because women live longer, they live
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longer with age-related disability than men. Conse-
quently, across Europe, women spend less time in good
health than men, as measured in years of healthy living
(Shanava & Vanishvili, 2021a).

As the population ages, the incidence of chronic
diseases (diabetes mellitus, mental disorders, de-
pression) increases, especially among women. Some
conditions (breast, osteoporosis, eating disorders) are
more common in women, while others (endometrio-
sis, uterine disorders) are exclusive to women. Similar-
ly, some diseases (coronary heart disease, lung prob-
lems), as well as diseases caused by traffic accidents,
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are more common in men, and some (related to the
prostate) are exclusively in men (Vanishvili, Lemonja-
va, et al., 2021).

In addition to biological, social norms also af-
fect the health status of women and men in different
ways. Women are less involved in activities hazardous
to health, and comorbidities are also less common in
women. On the other hand, compared to men, they are
more susceptible to diseases often not recognized and
evaluated by health systems. These illnesses include,
for example, depression, eating disorders, trauma from
domestic accidents and sexual abuse, and diseases as-
sociated with old age (Shanava & Vanishvili, 2021b).

In general, it can be said that women are better than
men, aware of the state of their health and are more ac-
tive in using health services. There are several reasons
for this: (a) a reproductive role; (b) their “caring” role
(care for children, the elderly and/or caring for depen-
dent people with disabilities); (C) their large proportion
in the entire older population; D) Gender stereotypes.

It is also important that men, due to their lifestyle
and customs, tend to take more risky behaviour, they
receive higher doses of emissions of physically or chem-
ically hazardous substances. Men, at the same time, see
doctors less when they are sick, and when they do, they
report symptoms less. At the same time, health issues
are given less attention than women, and they have less
knowledge in this area (Gechbaia et al., 2017).

Research shows that sometimes women and men
receive different diagnoses and, therefore, different
treatments for similar problems. For example, women
diagnosed with such complaints by a doctor are more
likely to be diagnosed with depression, and men with
stress (Vanishvili Merab et al., 2021).

The issue of health is also important in terms of re-
productive and sexual health. Women and men should
be informed and have access to safe, effective, conve-
nient and acceptable family planning methods of their
choice. They must have access to appropriate health
care services to ensure women have safe pregnancies
and childbirth.

In Europe, the health sector is predominantly male.
Women occupy lower positions in the sector (e.g. nurs-
es and midwives) and are a minority among senior
professionals (doctors, dentists). Women are also un-
derrepresented in leadership positions in the sector. In
addition, due to the high involvement of women in the
health sector, special attention should be paid to gen-
der-sensitive training and education.
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The state must take into account that the needs,
resources, limitations and opportunities of citizens are
largely determined by socio-cultural factors (including
gender) and, therefore, these factors must be taken into
account when planning policies. Without this, the poli-
cy is ineffective and unproductive.

In general, gender analysis is of particular impor-
tance in the social sphere. It is believed that the inte-
gration of gender issues in social areas such as health
and social care is associated with the availability of rel-
evant skills and therefore, gender is more pronounced
than, for example, in the private sector and agricul-
ture, which are more related to opportunities. An anal-
ysis of government subsidies or other social spending
shows that when, for example, spending on health and
social welfare is cut, it makes a gender difference — the
increased burden falls on households and mainly on
women. Such a burden can be, for example, the time
they spend on care and household chores. This issue is
closely related to gender budgeting (Vanishvili & Sre-
seli, 2022).

Gender budgeting involves incorporating gender
equality considerations into a country's budget process
and reallocating budgetary resources to facilitate gen-
der mainstreaming in all areas or sectors. Due to the
complexity of gender budgeting, there is no universal
approach. The approach used and the institutional
structure are usually based on the characteristics of a
particular country.

Due to the urgency of the problem, the purpose of
our study is to analyze and evaluate gender budgeting
in the field of healthcare and social security in Georgia.

MATERIALS AND METHODS

Well-known methods have been developed to as-
sess the value of gender equality in health and social
care, such as: (1) One Health tool developed under the
International Health Partnership; it also includes anal-
ysis, evaluation and financing of the health nutrition
system with the use of different scenarios; (2) "Cost of
social protection" ("Calculation of the minimum cost of
social protection"), which evaluates the closure of dif-
ferent social programs, and checks their similarity and
validity in case of increasing the social program; (3) Re-
productive Contraceptive Instrument (UNFPA).

There are two important outcomes of gender bud-
geting in health care:

3QMOdTNBABNY VS 60B6ILO #15, 2023




THE LIVE ISSUES OF THEORY AND PRACTICE IN FINANCE IN THE CONDITIONS OF GLOBALIZATION

» Social equity and equity in the health sector: in-
tegrating gender into patient-centred policies improves
patient outcomes, resulting in the more targeted use of
resources where they are most needed, and services re-
ceived are better suited to the different needs of wom-
en and men;

» A better understanding of gender and health
care workers: A better understanding of the complexity
of women and men's health needs helps identify key
implications for women and men. This is important to
combat the inequalities relevant social groups face,
such as socially excluded, lonely older people, single
parents and women living in poverty.

The Beijing Platform for Action emphasized the im-
portance of gender budgeting in the social sector. In par-
ticular, interested developing and developed countries
have agreed that, on average, 20% of the official devel-
opment assistance budget and 20% of the state budget's
social programs should consider a gender vision.

When evaluating capital projects, the following five
main stages of gender budgeting are distinguished:

e Analysis of the situation of women, men, girls

and boys in the relevant infrastructure sector;

e Assessing the gender sensitivity of policies, pro-
grams, legislation and past projects

e Evaluation of the implementation of gen-
der-sensitive activities and project proposals at
the expense of budget allocations;

e Monitoring the distribution of allocated funds,
as well as services provided to the relevant tar-
get groups;

® Assess the impact of the respective infrastruc-
ture project and the changed situation com-
pared to the first phase.

e The following two methods for analyzing gender
budgeting of infrastructure projects are known:

Gender-Disaggregated Beneficiary Assessment:
data for this estimator can be obtained through relevant
surveys, household interviews, focus group discussions,
direct observation, case studies and other methods.
The main questions to be explored should be divided
into gender, geographic region, level of education, the
status of opportunity, and other relevant categories.

Gender Expenditure Analysis: This method involves
evaluating relevant budgets and policies in a gender-re-
sponsive manner to assess the allocation of resources
to boys/men and girls/women. The main point of this
method is to understand what gender influences the
funded project has.

GLOBALIZATION AND BUSINESS #15, 2023

RESEARCH RESULTS

According to the National Statistical Office of Geor-
gia, as of January 1, 2022, the population of Georgia is
3688.6 thousand people (48% men, 52% women) and
has been increasing by an average of 0.04% annually
over the past five years (http://gender.geostat.ge/gen-
der/index.php?action= Demography). Over the past de-
cade, on average, more boys are born each year than
girls, and therefore the sex ratio at birth (male/female)
is 1.08, while at the same time, the average annual sex
ratio at death (male/female) is 1.05. This means that
the number of men, both in terms of fertility and mor-
tality during this period, is higher than that of women.

The coefficient of natural increase (per 1000 popu-
lation) is — 3.8 as of January 1, 2022, this indicator has
been decreasing by an average of 20% annually since
2014, more precisely, the difference between births and
deaths is decreasing and the ratio of this difference to
the total population decreases with the number (natu-
ral increase rate). If we consider this indicator by regions
of the country, then during 2021, in all regions, except
for the municipality of Thilisi, the Autonomous Republic
of Adjara, Samtskhe-Javakheti and Kvemo Kartli, there
was a negative difference between births and deaths.

The average age of the population increased in
2022 compared to 2002 for both men (from 33.9 to
36.1 years) and women (from 37.9 to 40.4 years), which
led to an increase in the average age of the popula-
tion during this period for both sexes (from 36 to 38.3
years). In terms of life expectancy (life expectancy at
birth (year) disaggregated by sex), at the end of 2021,
this figure is 71.4 years for both sexes, of which 75.4
years for women and 67.5 years for men. However, this
indicator for both sexes has slightly decreased over the
past five years (for comparison: 72.7 years in 2016 and
71.4 years in 2021).

One of the most important gender indicators in
health and social protection is the level of infant mortal-
ity. According to the State Statistics Service, compared
with 2016, infant mortality will decrease by 94 units in
2021 (from 507 to 413). And the mortality rate for chil-
dren under five years old (per 1000 live births) for both
sexes is slightly reduced (from 10.7 to 10.0).

One of the most important gender indicators in
health and social protection is the level of infant mor-
tality. According to the State Statistics Committee, com-
pared to 2016, infant mortality will decrease by 94 units
in 2021 (from 507 to 413). However, the infant mortality
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rate (per 1,000 live births) for both sexes did not change
and remained at 9.0, while the infant mortality rate (per
1,000 live births) for both sexes decreased slightly (from
10.7 to 10.0).

In 2015-2020, among the causes of death for both
men and women (on average 45% of women and 38%
of men) were diseases of the circulatory system, as well
as a large proportion of tumours and diseases of the
respiratory system. The top five causes of death for
women also include "diseases of the digestive system",
and for men —"injury, poisoning and some other effects
of external causes." Suicides increased by 34% in 2020
compared to 2015 and reached 248 cases of both sex-
es. In recent years, on average, more than 80% of sui-
cides are committed by men. It is noteworthy that in
2020, compared to 2015, the number of deaths (26%)
and injuries (2%) as a result of road traffic accidents
decreased. However, in the case of single women, the
number of victims increased by 6% during this period.

In 2020, compared to 2015, the number of AIDS
cases with “initial diagnosis (one)” decreased by 33%
(33.8% in women and 32.7% in men), reaching a total of
181 for both sexes. About 75% of AIDS cases each year
occur in men. As for TB cases, over the same period, the
incidence rate for both sexes decreased by 28% (26%
for women and 29% for men) and reached 1467. About
70% of TB cases occur annually in men.

Gender-relevant are age coefficients that measure
the population aged 0-14 years and 65 years and older
for every 15-64 years or show the number of children
and elderly dependents of the working-age population,
which reached 54.1 as of January 1, 2022. Among them,
31.2 is the load factor by the age of young people, 22.9
is the load factor by the age of the older people. This
number has been growing over the years. In general,
in the case of the older people and children, the load
rate in women is higher than in men. With individual
children, the load factor is higher for men, and older
children, for women.

Itis also important to observe a country's household
statistics for gender analysis of its social background. Ac-
cording to the 2014 census, there are about 1,109,130
households in the country, the average household size
(number of people living in it) is 3.3, and this figure is
approximately equal for urban (3.3) and rural (3.4) set-
tlements. At the same time, the number of single-mem-
ber households in the country is quite large (193,874 for
both sexes), of which 63% are single women and 37%
are single men.
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Itis also important to classify the head of household
by sex according to the type of household. According to
the 2015 survey, if in all types of households, women
were called heads on average 33% of the time, and men
—67% of the time, then according to the same 2019 sur-
vey, these figures became 35% and 65%, respectively.
In almost all types of households, the head is mainly a
man, the proportion of women is mainly high, among
widows, in other types of households, men and women
are equally fixed. This figure is somewhat different in
the case of urban and rural areas. If in 2015, the distri-
bution of heads of women and men on average for all
types of households in the city was fixed at 36% and
64%, then in 2018, this figure changed by 40% and 60%,
respectively. The same indicators in the case of rural
areas in 2015 amounted to 29% and 71%, respectively,
and have remained at the same level for many years.

In terms of employment and economic activity in
general, the economically active population (activity
rate) for women is significantly lower than for men (for
example, 56% and 74%, respectively, in 2021). This is
why women have lower unemployment and employ-
ment rates than men.

In this regard, it is also interesting to consider the
average monthly nominal wages of employees by type
of activity and gender. The average salary of both sexes
in 2015 was 900.4 lari, and in 2020 — 1191.0 lari. Men's
salary is, on average, 1.5 times higher than women's (in
2020, 1,407.7 lari and 952.2 lari, respectively.

In this regard, it is also interesting to consider the
average monthly nominal wages of employees by type
of activity and gender. The average salary of both sexes
in 2015 was 900.4 lari, and in 2020 — 1191.0 lari. The
salary of men is, on average, 1.5 times higher than that
of women (1,407.7 lari and 952.2 lari, respectively, in
2020). The difference between salaries has slightly de-
creased compared to 2015. In areas such as “financial
and insurance activities”, “health and social services”,
“professional, scientific and technical activities”, “public
administration and defence; Mandatory social protec-
tion “The gender wage gap has widened over this peri-
od and is still significantly higher. These differences are
narrowing in areas such as wholesale and retail trade,
real estate, administrative and support services, educa-
tion, and more. For many years only in one sector, “Elec-
tricity, gas, steam and air conditioning”, women's wages
were higher (by an average of 1.1 times) than men's.

Gender differences are also fixed in terms of income
and expenses incurred during the month. In general,
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men's incomes are generally higher than women's in-
comes, the same can be said about the expenses in-
curred. It is noteworthy that in men and women with
different indicators of relative poverty, a similar indica-
tor is observed over the years. However, for both indi-
cators, the poverty rate in both cases will decrease in
2020 compared to 2015.

As of 2021, the total number of pension and social
package recipients is 971,648, of whom 65% are women
and 35% are men. The share of women and men differs
between pensioners and recipients of social packages.
71% of the 745,001 people receiving the pension are
women, while 63% of the 226,647 people receiving the
social package are men.

It should also be noted that according to the Social
Services Agency, for example, in 2019, on average, more
than 70,000 people received a monthly state pension
supplement due to their permanent residence status
in a high-mountainous settlement. There are approxi-
mately twice as many women among these persons as
men; and in the same mountain village, the number of
recipients of additional payments to the social package
with permanent residence status exceeds 13 thousand
every month, of which about 60% are men and 40% are
women.

According to the Social Services Agency, on average,
56% of the recipients of the planned component of out-
patient services are women and 44% are men. In total,
in 2019, 588,551 patients and 685,182 cases of illness
were registered as beneficiaries of the universal health
program, and the amount of compensation amounted
to about 132 million lari. Thus, the cost of one treat-
ment case will be, on average, 198 GEL for both sexes,
and the cost of one patient will be 224 GEL. Although
the number of female and male patients eligible for
the program is roughly evenly distributed, during this
period, the amount reimbursed per unit in the case of
men is approximately 8-9% higher than the amount re-
imbursed for women in the department.

Notably, the number of doctors in 2019 increased
by 30% compared to 2015 and reached 31,746 people.
In terms of the number of doctors, there are about 1.5-2
times more female doctors annually than male doctors.

An analysis of Georgia's current health and social
situation shows that these areas are of gender impor-
tance. Therefore, when planning and budgeting gov-
ernment programs, it is necessary to take into account
the current situation and current gender needs, as well
as analysis of international experience and research for
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the implementation of effective and adapted policies
for relevant population groups (Vanishvili, Katsadze, et
al., 2021).

Regarding the gender analysis of medical and social
programs provided for by the state budget, it should be
noted that the priority “Affordable, high-quality health-
care and social security” includes nine budget programs
according to the state budgets for 2019 and 2020 and
the attached materials: LEPP — Pension Agency; Man-
agement of IDP, labour, health and social protection
programs from the occupied territories; Social protec-
tion of the population; Public health protection; Reha-
bilitation and equipment of medical institutions; Labor
and Employment Reform Program; Providing medical
services to the system of the Ministry of Internal Affairs
of Georgia and the State Security Service of Georgia;
LEPP — State Service for Veterans Affairs; A(A)IP — Geor-
gian Solidarity Fund (Vanishvili & Lemonjava, 2017).

For this priority, due to the magnitude of the prior-
ity, we find a very small entry in terms of gender rele-
vance in the priority description part, also only in the
2019 budget and the attached country key data and di-
rections document for 2019-2022, where we read that
“special attention will be paid to the health of mothers
and children”;“vaccination of children according to the
national vaccination schedule will continue; Provide
pregnant women and children with a supply of phar-
maceutical products necessary for the healthy devel-
opment of the next generation” (Vanishvili & Katsadze,
2021). As for the description of the above priority in the
state budget for 2020, as well as the medium-term vi-
sion for the priority, document provided for 2020-2023,
they do not contain an entry on gender significance.

As world experience shows, due to the high gen-
der significance of the healthcare and social protection
sphere, the information available on the priority should
include a gender vision and make it understandable
(Vanishvili & Lemonjava, 2016).

CONCLUSION

In summary, it can be noted that the healthcare
and social services sectors are of great gender impor-
tance, however, the analysis of the submitted budget
laws shows that the state budget programs of Georgia
do not disclose gender sensitivity. Most programs and
sub-programmes are not gender sensitive, several pro-
grams differ in their gender relevance, there are also
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some targets set in terms of gender, however these are cific, in accordance with the principles of the program
mostly presented in the form of statistics and do not budgeting methodology in general, and considering ad-
adequately reflect gender needs. The goals, milestones ditional gender aspects.

and outcomes set in the program need to be more spe-
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MODEL IN THE CONTEXT OF DIGITAL
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ABSTRACT. In recent decades, the structure of international exchange has undergone significant changes, and
the role of various services is increasing, the range of which is expanding under the influence of the scientific and
technological revolution. At the same time, the regimes of international trade in services, as well as approaches
to its national and multilateral regulation, are becoming more complex. Digitalisation has become one of the main
characteristics of development. The digital transformation of international trade is shaping the new "digital reali-
ty" of the industry. The statistics of the official regulators of international trade confirm these changes. The paper
analyses the dynamics of changes in international trade in services in the context of the global crisis and the impact
of digitalisation on it. The interdependence of countries in the conditions of increased economy and new models
of international exchange of services are shown. The paper presents a quantitative assessment model of the level

of systemic risk causing the financial crisis.

KEYWORDS: DIGITAL TRANSFORMATION, GLOBAL CRISIS, INTERNATIONAL TRADE, MEASURE,

MACROECONOMIC.

INTRODUCTION

Among the characteristic features of the modern
stage of the development of international trade are the
scientific and technological revolution, the increasing in-
ternationalisation of production and marketing, and the
increasing role of developing countries in internation-
al trade. However, some characteristics of the current
stage are transformed, including under the influence of
crises. At this stage, countries have the opportunity to
easily join the world production process and achieve the
growth of their national economy, concentrating on in-
dividual links of global value chains (hereinafter GVCs).

The crisis of 2008 showed the need to protect one's
economy most clearly.

The pandemic has exacerbated problems in trade
relations and increased the segmentation and polari-
sation of international trade. This could have negative
consequences, including a further rollback of free trade
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principles and prioritisation of trade between countries
based on bilateral trade agreements.

It should be noted that developed countries dom-
inate the structure of international trade. Since 2000,
the annual growth of world trade in goods and services
has amounted to 7%. After the global economic and
financial crisis, trade growth slowed to an average of
3%, and in 2019, growth in global trade in goods and
services slowed sharply to a post-crisis low [UNCTAD,
2020].

A financial crisis can take many shapes and forms,
but two broad types can be distinguished. Reinhart and
Rogoff describe two types of crises: those classified us-
ing strictly quantitative definitions and those relying
heavily on qualitative and judgmental analysis. The first
group mainly includes currency and sudden stop crises,
while the second group includes debt and banking cri-
ses [Reinhart & Rogoff, 2009: 4660472].

The paper provides the S*¢ indicator, which means
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TABLE 1. Comparison of commercial services exports with goods exports in 2017-2021

SECTOR 2017 2018 2019 | 2020 2021
. . . . 21,2 20,8 25,2 24,8 21,9
Products and commercial services, USD bln., including:
Services, billion USD
5.01 5.09 6.09 6.23 498
Share of services in the structure of world trade, %
23.6 24.5 24.2 25 22.7

SOURCE: WTO (2021). WTO Stats. — https://stats.wto.org ( 08.03.2022).

systemic risk and measures capital dollars, for the nor-
mal functioning of a financial firm if we have another
financial crisis based on stock market data.

Based on Romer-Romer crisis severity measures,
this model estimates the under-capitalisation level lead-
ing to a financial crisis. From this estimate, it is possible
to calculate an S®* power that will keep this probability
below 50% [Romer & Romer, 2017: 40-43].

RESEARCH METHODS

The work is based on a statistical base that describes
the landscape of modern international trade, including
the fundamental documents of the largest international
organisations: the World Trade Organization (hereinaf-
ter WTO) and UNCTAD. The forecasts of the Internation-
al Monetary Fund (hereinafter — IMF) are used as an
auxiliary source [IMF, 2020].

The article is based on a structural analysis of inter-
national exchange flows of goods and services, describ-
ing cross-border trade in services in the context of digi-
talisation, as well as analysing the impact of digitisation
and digital transformation on traditional costs.

RESULTS AND DISCUSSION

Trade in services is the most dynamically developing
segment of international trade. According to the WTO
classification, a service is an object of international
trade, provided the service provider, and its buyer are
residents of different states.

With increasing globalisation, there is a growing
need to expand the scope of service trade. Developed
countries are traditionally leaders in the service market.
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Currently, services are usually a science-intensive field
that uses high IT and artificial intelligence technologies.
The value of world exports from 2000 to 2015 in-
creased four times, and its share in the total world export
of services increased from 30 to 35 [Shuyskiy, 2016: 44—
55]. The dynamics of services exports on the WTO por-
tal show how the total volume of exports has changed
in terms of value from 2016 to 2021. With a constant
increase to USD 6,228,674 million in 2019, this figure
dropped to USD 4,985,329 million in 2021. (Table 1).

According to WTO data, in the first quarter of 2021,
imports decreased by 5.2% and exports by 6.4% (see
Table 1.).

The peak was observed in the second quarter of
2021, when the decrease of exports reached 21.3%,
and imports — 20.8%7.

At the beginning of the pandemic, there was a
sharp drop in demand in the service sector, followed by
an equally sharp recovery in demand.

According to WTO data, the 2022 global PMI shows
a strong recovery in goods trade at 54.9 value and weak-
er growth in services trade at 51.09 value. The forecast
of WTO experts for the expected growth of world trade
by 2022 was 7.2%, scenario" [wto, 2022].

In terms of losses in gross domestic product (here-
inafter referred to as GDP), developed countries suf-
fered the most during the pandemic due to the large
share of the service sector in the country's economy.
According to the International Monetary Fund, stable
growth shows China: +1.9% in 2021, +8.2% in 2022. Chi-
na is the only country that showed positive dynamics in
2021. China was ahead of India, +8.8%11 (see Table 2.).
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TABLE 2. GDP Growth Forecasts

GDP CHANGE, %
THE REGION, GROUP OF COUNTRIES
2020 2021 2022
World output 2,8 A 5,2
Developed economies 1,7 -5,8 39
USA 2.2 -43 3/
Eurozone 1,3 -8,3 52
Germany 0,6 -6,0 4,2
France 1.5 -9.8 6.0
Italy 0.3 -10.6 52
Spain 2.0 -12.8 7.2
Japan 0.7 -53 23
UK 1.5 -9.8 59
Canada 1.7 A 5.2
Other advanced economies 1.7 3.8 3.6
Emerging markets in Asia 5.5 -17 8.0
China 6.1 -1.9 8.2
India 4.2 -10.3 8.8
ASIAN 49 3.4 6.2
Emerging markets in Europe 21 -4.6 39
Russia 1,3 41 2,8

SOURCE: IMF (2022). Growth Projections Table.: https://www.imf.org/en/Publications/WEQ/Issues/2022/09/30/

world-economic-outlook-october-2022

An analysis of the effects of the crisis in different
periods shows that international trade shows a great-
er recession than economic activity. Due to a decrease
in global GDP by 4.4%, according to the International
Monetary Fund, the decline in trade in goods is reduced
by 9.2% (according to the WTO — forecasts for 2020)
[IMF, 2020:204]. In most countries, GDP growth slowed
in the first quarter of 2021 and remained sluggish in the
second and third quarters of 2021, driven by new waves
of infections and the resulting new restrictions [WTO,
2021:39].

Based on CPB World Trade Monitor data for 2021,
the depth of the decline in global exports However, the
analysis shows that the data are fundamentally differ-
ent in structure and duration; the decline occurred due
to greater failures in developed countries than in devel-
oping ones [Zaytsev, 2020:12].

Today it is clear that digitisation has become a new
stage of economic development. The rapid increase in
digital transactions in world trade confirms this. The
main result of the digital transformation of international
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trade is the emergence of new markets, goods, services
and business models based on the latest technologies.
The line between product and service is increasingly
blurred in the digital age.

The transformation of digital international trade is
accompanied by the large-scale development of e-com-
merce, increasing trade turnover in information and
communication services, and the development of dig-
ital platforms.

IT technologies and artificial intelligence develop-
ment received a strong impetus during the pandemic.
The economic vulnerability of developing countries has
increased due to massive digitisation and unequal ac-
cess to digital resources and infrastructure in developed
and developing countries. However, the rapid spread of
digital technologies is one of the most important long-
term changes that will determine states' political and
economic development in the coming decades.

In the context of digitalisation, world trade is be-
coming more elastic, flexible and mobile, and GVCs
are changing under the influence of new trends. Thus,
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production increased focus on automation and digi-
talisation. In particular, digitalisation will increase the
transparency of suppliers, services and transactions,
as well as help to increase the export of services and
the development of trade, including through electronic
commerce.

By creating conditions for the global trading system,
digital transformation also presents certain threats. A
growing differentiation between countries in the de-
gree of their involvement in world trade is clearly vis-
ible. In addition to the new opportunities that digital
commerce opens up, competition in providing services
is increasing. Currently, the largest digital platforms are
created in the USA and China. Accordingly, most states
have economic ties with China and the United States.
Rising barriers to digital trade reinforce stratification
and growing inequality [Xiaolan, 2020: 157-166].

The pandemic has paralysed international trade,
shutting down economic activity worldwide, including
the manufacturing hub of the global economy, Chi-
na and other Asian countries. These processes have
demonstrated the need for greater diffusion and shar-
ing of transformative, productive capacity within and
across countries. Increasing involvement in interna-
tional trade in services makes it possible to mitigate
the effects of crises in the supply of raw materials and
production of goods. The real impact of the crisis on
output can be calculated using different models. For
a large cross-section of countries and a long period,
Claessens et al. Traditional business cycle methodol-
ogy was used to identify recessions [Claessens, et al,
2009].

On this basis, Laven and Valens estimate that the
cumulative cost of banking crises is, on average, about
23% of GDP over the first four years. The median out-
put loss for advanced countries is now around 33%,
higher than emerging markets at 26%. Crises are gen-
erally associated with significant declines in a wide
range of macroeconomic aggregates [Laeven, & Valen-
cia, 2013: 221].

The risk of a financial crisis in a country depends
on the total capital deficit of the financial sector in that
country. The risk of any country depends on the S®¢ of
the rest of the world. Thus, a country that relaxes its
regulation or fails to capitalise on its institutions ade-
quately will increase the risk of financial crises in other
countries.
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EXCESSIVE CREDIT GROWTH

It is widely believed that financial crises are caused
by excessive credit growth. The normal functioning of a
financial firm requires that its market capitalisation ra-
tio be higher than its prudent capital ratio.
Under some mild assumptions, the SM formula
was financially adapted by Englea and Ruanb:

SFEISE =k Debt, -(1-k)Equity,expl{2,log{1-8)).

Where is the beta coefficient from the dynam-
ic conditional beta (DCB) model [Engle, 2016: 643-
667] that augments the standard market model with
asynchronous trading, time-varying correlation, and
asymmetric volatility. k is set at 8%, corresponding to
the typical leverage ratio of well-managed financial
firms during quiet periods. [Englea & Ruanb, 2019:
607].

The global model reflects an important global phe-
nomenon in which the rest of the world strongly influ-
ences the risk of a crisis in one country.

According to Adrian et al., the conditional value
at risk (CoVaR) measure is an alternative market
measure closely related to S**f. The main difference is
that S**¢ also depends on the firm’s volatility, whereas
CoVaR does not due to differences in conditioning. In
addition, S**¢ depends on size and leverage [Adrian &
Brunnermeier, 2016: 1705-1741].

There are several other crisis chronologies. But the
Romer-Romer methodology, which derives a contin-
uous measure of credit delay from real-time narrative
reports, is suitable for this purpose.

CONCLUSION

In the digital economy, the degree of economic in-
terdependence of countries is much higher. "Rules" are
needed to ensure access to markets in the context of
digitisation and their openness.

Digitalization has significantly changed the struc-
ture and characteristics of international service trade at
the current stage. In 2020, a sharp decline in the vol-
ume of trade in services was noticeable in the structure
of international trade. In 2021, as the economy recov-
ers, the service trade volume begins to increase. At the
same time, the increase in the rate of trade in services
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in the context of digital transformation made it possible
to alleviate the economic crisis.
Many theories have been developed about the

causes of crises. The paper evaluates a systemic risk

model designed to show both the probability of a crisis
and the distance between current measures of systemic
risk and a level that is half the probability of a crisis.
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