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Summary

Economic theory has a central role in the worldsr®mic
development and management of the global procegsmsomic
trends and respective models determine the “rulegame” of the
economic policy.

The genesis of the economic theory lay the foundatd the
positive development of the globalization. Howewdug to the ob-
jective and subjective reasons, different nega#iffects has ques-
tioned the “mainstream” economic theory and thebagliaation
process itself. The modern financial crisis causted “intellectual
collapse” of the monetarism and cast the doubttheniberal eco-
nomic policy even in USA.

Widespread notion in economic theory that the Kejareera
had finished is about to be revised.

Georgia in transition period did not use any classodel of
the economic growth. The recommendation followed Gagorgia
were not appropriate for the country. This is thEmreason for fail-
ure of economic reforms. There is no a single aguint the world
were the economic policy was not based on the Kagnemnodel of
growth.

The main reason for the global financial crisigishe lack of
the macroeconomic regulation, restriction of theegoment regula-
tion of the credit policy and expansion of the wéit economy. The
Friedman’s monetary policy has played the biggelstin this.

Today every country has suffered from the globai<mwith
negative effect on economic growth and aggreggtplguate. Logi-
cally the postulates of the Keynesian theory amsuimected. This

73



could be seen in active involvement of governmantegulatory ac-
tivity, increase of social benefits, decrease wésaand financial aid
to the businesses.

The banking system of Georgia inspire of some aements in
recent years has not established itself as a stagti€ution, which
would be able to cope with the chronic shortageagiital, due to the
various internal or external factors. Hence, in&d unable to cope
with economic problems of the country. The crackha banking
system was evident before the beginning of theajlohisis in 2008
and it has just widened by the global impact. Nigtathe 2008
year’s bottom line ended up with GEL 215 min in i@gmte loss.

The long-term loans to the construction industrng maainly
promoted the import, not the development of thallaedustry. 20%
of long-term loans was secured by morgages. Thedity risk of
the banks was very high, which was safeguardechéyfdreign fi-
nancial institutions’ credit lines. In 2007 theycieased by 127%,
compare to increase in volume of local deposits pys55%. By the
end of 2008 investment activity of the banks her@ly decreased.
The situation was aggravated by the absence dystem of deposit
insurance.

In this extraordinary situation the commercial bankegan
changing the strategic planning and risk manageifoerhe purpose
of elaboration of new strategy.
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