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I. THESIS GENERAL CHARACTERISTIC

ACTUALITY OF RESEARCH. The modern era of globalization, of georgia’s
agricultural market is becoming an integral part of the process of formation of the global
market, which demands the georgia’s agriculture to be in compliance with these processes. In
particular, these agricultural firms need to such evolve, that products, which are produced by
them, can fully meet the not only internal market demand, but also to actively participate in
the formation of the world's food market. The development of the georgian's agriculture was
still unable to satisfies demands of internal market, when they have a high potential not only
to ensure that the internal market is saturated with traditional agricultural products, but also
be able to develop the export industry, it’s a necessary condition of georgian economy
development.

Countries which have achieved a highly developed agricultural production, long-term use
and are used for agricultural production or sale of the regulatory measures for the system
(legal, organizational, economic), in which agricultural export - import regulatory
instruments (tariffs, non-tariff) occupies a very important place.

Especially notable export tariff and non-tariff regulation of the activity of a key role in
the mechanisms, which are directed at the agricultural enterprises in the fields of export
promotion activities. After the georgia's transition to a market economy relations, promotion
of agricultural products for export is constantly in the process of developing. The goal of
them, is that georgian agricultural economic subjects interested by the international economic
activities. Of course, this is not a one-time process. It’s caused globalization current events
of rapid alternating. The processes of economic relations requires a permanent improvement
of export performance measures, which convinced us not only to analyze the literary sources,
but also practical experience in the Revenue Service of the Ministry of Finance.

The present study has been implemented in the sense that the common assumption - the
import of food prevents the development of local industry - is not an absolute truth. Known
fact that the presence of a competitor in a market incentive for manufacturers to develop their
own local agricultural production, improve product delivery mechanism, improve technology
of production, to implement innovation and to provide consumers with high quality products.

The above considerations led to the choice of research topic. Dissertation topic is actual

not only in methodological and theoretical aspects, but also the in practical aspects.
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THE DEGREE OF LEARNING OF PROBLEMS. Study the behavior of the
regulatory mechanisms of agricultural firmy not yet sufficiently covered in the modern
Georgian economic literature. it has a lot of reasons, including the low level of participation

in international markets. In formation process of our position to study the research of
problem, have been used a lot of publications of foreign researchers. between them most
important listed below: A. Smith, D. Ricardo, K. Marx, ].M. Keines, M. Porter, P. Lindert,
V. Beslis, D. Burgess, G. Manciw, P. Krugman, L. Balcerowicz, E. Serova, N. Volgina, I.
Salimanjarov, A. Greenberg, U. Binshtoks, E. Akopova, V. Nazarenko, N. Gavrilko, A.
Poptsov. In recent years, especially in the 20-th century, 90 - Since, appeared georgian
researchers publications with agricultural firm's foreign economic activities. most
important: N. Chitanava, R. Kharebava, K. Eradze, V. Papava, 1. Meskhia, Z. Lipartia, G.
Uridia, N. Terashvili, M. Kvaratskhelia, T. Kuntchulia, R. Kakulia, N. Khaduri, P.
Koguashvili, G. Todua, N. Keshelashvili and others.

THEORETICAL AND METHODOLOGICAL BACKGROUND OF RESEARCH.
The theoretical - methodological basis for qualifying work-related aspects of economic
theory, the market economy and international economic performance of the agricultural
enterprise dedicated to the problems of foreign and local authors, theoretical and
practical scientific publications.

Qualifying work is based of the laws and regulations about customs-tax and
agricultural production development issues, as well as the issues of international financial
institutions and non-governmental organizations, surveys and recommendations, the
Ministry of Agriculture, Ministry of Finance and Economic Development Ministry,
Revenue Service, Georgian National Statistics Service and other scientific research
organizations in the developed methodological and practical recommendations.

AIM AND OBJECTIVES OF RESEARCH. The present work aims are to stimulate
Georgian agricultural production for export activity, for tariff and non-tariff measures,
system analysis, development of suggestions for further improvement of the mechanisms.
In particular, the production and export of agricultural tariff and non-tariff mechanisms
to encourage the development of directions for future development. To achieve these

goals are formed the solution of the following tasks:
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— Classification and ranking export-import dynamics of agricultural products and
the factors influencing of them;

— Analysis and evaluation of quality influence tariff and non-tariff mechanisms of
the export activities agricultural enterprises;

— Estimation and classification of reserves of operational export potential of
agricultural production;

— analyze of tariff and non-tariff mechanisms of the development stimulation of
export activity agricultural production.

— Extrapolation of trend improving mechanism of export-import activities;

— Develop an effective stimulate mechanism growth export activities of agro-export
firms, according of development export-import trends of agro products.

— Development of a model, using tariffs encourage export activity of agricultural
firm;

— Developed algorithm for procedural structure of optimal use of tariff and non-
tariff methods for promoting export-oriented agricultural firms.

SUBJECT OF RESEARCH. The subject of research is relationships between
agricultural firms with export-import regulating institutions.

OBJECT OF RESEARCH. Object of research is area the stimulate the export of agro
production and improvement the tariff and non-tariff methods of regulation export
activities of agro firm.

In the work, as a result extraction, processing and studying the sources of
information, has been established by the genesis of the customs tariff, development
stages, emphasizing as a fiscal point of view function of the customs tariff, as well as in
terms of foreign trade regulation.

METHODS OF RESEARCH. In order to achieve the set goals and objectives, based
on methods by logical and economic analysis. We have also used methods of the
normative, systematic, statistical, empirical, synthesis and analysis. Main source of
information, apart from of Ministries of Finance, Agriculture, Economy and Sustainable

Development, Revenue Service and the National Statistics Service official sources, we
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have used the general and sectoral legal acts, instructions, materials of various scientific
conferences and workshops, as well reference- information materials of the agricultural

subjects.
THE MAIN POSTULATES TO PROTECT.

-Need for actualization of research of development of the export activity of the
agricultural enterprise, in which occupy a special place mechanism of the state
regulation, including tariff and non-tariff elements. On the other equal terms, interest a
modern agricultural enterprise in export activity, depends on the customs regulation
mechanisms, including in perfection the tariff and non-tariff mechanisms. Interest the
agricultural enterprises in export activity, contributes to both the development of the
country's exports, while the maximum use the agricultural production potential, and
saturation of the indoor food market; Thus, the tariff and non-tariff regulation of the
export activities of agricultural firm's, is an most important element of indirect impact on
the stimulate agricultural production. This feature showed, the tariff and non-tariff
regulation mechanisms of export require appropriate research activities.

- Consideration theoretical and methodological basis of formation, utilization and
development Mechanisms of the tariff and non-tariff regulation of the products of
agricultural production for the exports, determines their specific forms and methods,
upper and lower boundaries, the timeline action. Therefore, they are based on certain
economic and organizational prerequisites, such as normative framework, rules and
procedures, mission and strategy, separation of powers and responsibilities of the
respective agencies. Consequently, the tariff and non-tariff mechanisms to acquires
function of methods of regulating of the export activities and them effectiveness.

- Export - import activities and the forms of them regulation are very diversed (direct
and indirect impacts, financial, legal, organizational), which requires systematization and
formalize them. In the thesis established the tariff regulation model export activities of
the agricultural firm's, the author's version, in which we can be see interaction between
the demand and supply, which includes several sector and markets simultaneously. The

actual tariff level of stimulating the export production in some agrarian product, can be
significantly different from the size of ""nominal tariff level”, which pays user of the
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product. The actual level of Incentive of export production (the effective rate of
protection) in the agricultural sector is defined as the amount of money (in percentage),
which increases the value growth as a result to functioning process all of tariff system;

- As a result of the research, the paper sets out the "Algorithm for procedural
structure of optimal use of tariff and non-tariff methods for promoting export-oriented
agricultural firms"- the author's version, in which is described in detail functions of
subject's of the promotion export. We believe that such an approach would be more
effective in promoting agricultural production and export business.

SCIENTIFIC INNOVATION OF RESEARCH. Scientific novelty of the research is
to elaboration methodical recommendations for use the tariff and non-tariff regulation
methods of export activities of the export-oriented firm's, on based generalization of
theoretical and methodological aspects related to the improvement of tariff and non-tariff
regulation methods. In the present thesis:

- In the reality of modern Georgia's, research on the tariff and non-tariff regulation of
the agricultural activities of the agricultural firms, first are analyzed;

- Given the urgency of the problem, was conducted, analysis of the improve's periods
and use the tariff and non-tariff regulation methods in the Europian Union's countries
and in the Post-Socialist neighboring countries. Also studied how converged consistent
the tariff and non-tariff regulation practice of the export and import for Georgian state -
with foreign experience;

-Are studied modern condition of export activities the agricultural firm, It is
established the quality of using of the existing potential of resources and are assessed the
development trends of their export activities;

- Identified factors influencing on the development processes of export - import
activities of the agricultural firms and they are ranked according to the level of Influence
on these processes;

-Was evaluated the tariff and non-tariff methods of the actioned customs regulation
system, and revealed their importance on the promotion of export activities of the

agricultural firms;
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-Designed model of encourage export activities the agricultural firms by means tariffs;

-Designed the , Algorithm for procedural structure of optimal use of tariff and non-
tariff methods of promoting export activities of the export-oriented agricultural firms®.

THEORETICAL AND PRACTICAL IMPORTANCE OF THE WORK. Problem of
research of the tariff and non-tariff regulation of the agricultural production activities
has not yet become the subject of Georgian economic science research. Thus, this
research represents the first independent attempt at an country after the period of
transition to market relations.

The theoretical conclusions of the thesis and practical recommendations can be used
as the country's agricultural sector manufacturing firms, as well as the Revenue Service's
operational management of customs activities. The results of research can be used of staff
training programs for economic specialization, in which occupy a significant place
teachings the export - import problems of the countries and their regulatory mechanisms.
formulated recommendations will be helps the researchers and experts which interested
with reforms and food security problems of the country's agricultural sector, and most
importantly, agricultural firms, who are interested by the export activities in georgian
agricultural products.

APROBATION OF RESEARCH RESULTS. The main provisions of the dissertation
research and the findings were presented at an international scientific and practical
conferences, at colloquia, they were reported on the workshops, which dedicated to the
Improvement regulation forms and methods of export activities of the country's
agricultural firms, reflected in the author's scientific works and articles.

STRUCTURE AND EXTENT OF DISSERTATION. Dissertation consists of 167
printed pages. It includes introduction, three chapters, nine section, conclusions and

suggestions, bibliography and appendixes.
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II. THE MAIN CONTENS OF THE THESIS

In the introduction of the thesis is proved actuality of research, formulates goals and
objectives of research, object and the subject of research, formed the provisions and
elements which to be protected. In the introduction defines the theoretical and practical
importance of the thesis.

In the first chapter, "Theoretical And Methodological Fundamentals of State Regulation of
Export Activities of Agricultural Sector", theoretical Fundamentals of foreign trade
regulation is discussed. Emphasizing the importance of the study and understanding of
these theories allow an objective assessment of the foreign trade policy of Georgia and set
the directions for its further improvement.

In general, "state interference" in the economy implies: elimination of market failure,
taking preventive measures of market failure, promotion of market efficiency, regulation
export - import flows in a way not to lose the stimulus primarily domestic agrarian
production and at the same time does not create a shortage of such products, that are not
a profitable for domestic industries. The state should take care to eliminate any cases of
unfair competition using tariff and non-tariff regulations. There is no country in the
world where the state does not interfere in the economy, especially in foreign trade.

WTO - the creation of a further period may be foreign trade regulation mechanisms
for the development of the next phase, because the WTO - the sun, anti-dumping and
compensation payments tariff regiulirebis in addition, many important functions for non-
tariff regulatory issues, including technical barriers, import licensing, and especially in
agriculture on in the form of agreements. WTO - the GATT-extended by the policy,
market access concessions on terms mutually agreed between liberalization and economic
change, and at the same time, domestic production of agricultural support - stimulating
direction.

This chapter contains detailed descriptions essence of tariff and non-tariff instruments

of state regulation of the agricultural production export. Mainly methods of state
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regulation of external trade are the tariff and non-tariff mechanisms (table Ne1), and as a

research object, the description and analysis of this tools is an essential task.

Table N1
Regulation Tools of Foreign Trade
Method Tool Object of Regulation
Tariff Measures
. Customs Tariff - Import
. Tariff Quota Export -
Non-tariff measures
Quoting - Import
Quantitative Licensing - Import
Export "Voluntary" Limitation Export -
Technical And Administrative Barriers - Import
Local Components Contents Request - Import
Anonymous
State Purchasing - Import
Internal Payments And Charges - Import
Subsidies Export -
Financial Lending Export -
Demping Export -

According to the Tax Code, the overwhelming majority of imports of agricultural
products are taxed at a 12 percent rate of tax on imports. What is the objective, foreign
Competition National Production Practices of a budget to complete the settlement of the
trade balance? As a rule, these goals are directly Or Indirectly, at the same time setting.
At this stage of economic development, of particular importance with the introduction of
the first and third goals of tariff effectively achieved.

With regard to non-tariff barriers, according to the Law on Licenses and Permits, the
importation of agricultural products in Georgia, providing security and protection of human
life and health will be presented with special permits. In particular, in the case of products
subject to veterinary control "of the products subject to veterinary import permit”, and
vegetable products subject to phytosanitary control in accordance with the "Allow import of

vegetable products subject to phytosanitary control.” Road Traffic Safety Law, overloaded
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vehicles to ensure safety, any movement of the loaded vehicle, including agricultural
products, the use of administrative barriers in the form of extra-normative loads and
dimensions.

It should be noted that the protection of local agricultural production unhealthy
competition in the WTO - the internal market protection agreements provides a variety of
tools to use. In addition, of the WTO - the standing requirement is that we had adequate
internal legislation. It should be considered that the customs tariff liberalization in the
background, anti-dumping, compensation, and other types of "protective measures"” gaining
more and more importance and usage frequency in recent years, increases in various
countries, including the developing countries from which they thoroughly discuss in the next
chapter.

In the second chapter, "Analysis of Development of Conditions of Promotion of
Increasing export potential of Agricultural Production", based on the statistical data, the
analysis and the assessment of the export potential of the agricultural fields are made.
Analyze the influence of Georgia's membership of the WTO - on the agricultural export
is proposed. Trends of promotion of the strengthening factors of Export potential of
agricultural production are discussed. At the end of this chapter it is concluded, that the
increase in exports of agricultural products should not be made by decraesing local supply
of agricultural products, but by increasing agricultural production and improving its
quality.

WTO - Membership In the first All Won Stay The States which In the early Stage Join In
it, the Later Connected, Developing Countries Developed States By Produced Item Key
Markets Into Cancelled Trade Barriers Due.Developing Countries | like to be Modest Export
In most Part of Structurally Unprocessed Or Semi Revised Raw Is, when Imports A Density
Share Ready Goods Fashion.This Time During the More More Deepens The World Wealth

Distribution of The Abyss.The Processes Shenighbulia Developing Countries Economic

Development Odds "Shirm", which Of In the case of Trade Policy Inconsistency In terms of
Only chans and the real results country it no been reported. Their kind intentions evidence the

european union and other countries of granted special status and spread it on the Most
Favored Nation Treatment, although statistical indicators in any particular progress does not
reflect what could be the reason might be due to: First, georgian potential of agricultural

products export , which is actually will compete with foreign analogs, are quite modest, and
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the second - the partners are well using different types of non-tariff measures in the open or
hidden, which prevents the free penetration of their markets of Georgian export.
Figure Ne]

Exports of Agricultural Products of Georgia, Until Georgia’s Membership of WTO and After
(Millions of U.S.dollars)

Before joining | After joining

2,500,000

2,000,000 //

1,500,000

1,000,000

500,000

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

—o~ All Products —m- Agricultural Products

Sourse: Georgian Statistics National Service — www.geostat.ge

At first glance, a comforting picture of export opportunities, as shown in Figure 1,
however, the conclusions are premature because of the negative foreign trade balance (of
balance), ie the difference between the value of exports and imports, increasing every year.
National Statistical Service, 2005, as compared to the foreign trade balance of almost 300 per
cent, which will negatively affect the country's macroeconomic indicators.

WTO - states, unfair competition, to protect, will be able to advance the investigation

results to anti-dumping and countervailing duties, or dempinguri value of import of goods or
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subsidized goods on importation - Economic security measures (such as the country's
economic sectors for the protection of unfair competition tendencies).

The Measures Use Opportunity provided by the Was Of Law "Customs Tariff And Taxes
About ", but It Then, the This The law Canceled Customs Payment The Tax Code, anti-
dumping and compensation taxes, as customs taxes species abolished the The Use
Mechanisms Yes No Been developed.

What Naturally Should the law No And Need In the case of Of Government The
Measures Use May, however, The Action Implementation, Preliminary Economic Calculating
And Justification Without Breaches WTO - U.S. | Countries Before Taken Obligations,
which A Of Possible Set up overtime Sanctions, as well romleblma Its Economic Effect, it is
possible More More Damage Damage Countries, rather than In Unfair Action, which Against
Be The This Dimensions. WTO - U.S. | Countries Most of The Mechanisms A And Success
of the Use The Local Production Protection.Of Economic Interests Due to unfair Competition
from Local Entrepreneurs Protection Provision And Production Development Support for It is
recommended The Type Law Existence, especially when operating in a variety of special
trade regimes in Georgia.

In Georgia Trade Regimes - the predominant Promotion Regime (MFN - Most Favorable
Nations); Free Trade Agreement (FTA - Free Trade Agreement); preferences Generalized
(generalized) System (GSP - Generalized System of Preferences).

Most Favored Nation Treatment. The Georgia WTO - U.S. All I County From Use
Predominant Promotion Mode.Since 2006, the Of Legislation, Import Customs Rates
Taxation The No Now The difference WTO - U.S. Member And Non- Countries Between. In
addition, the Mode The WTO - U.S. | Countries Different Low Customs Rates [4]. WTO - in
Accession Country A Commitment Grant Predominant Promotion Mode WTO - U.S. All
Member Countries.

Free Trade Agreement. Of Free Trade About Agreement A A Commonwealth of
Independent States But since 2007 - Turkey, Which implies Independent Community
Countries Between, as well as with Turkey Mutual - trade Goods And Service Release
Customs Import Taxes.

The And Turkey Between Free Trade About The agreement 2007 On Nov shi
Signed.Agreement Force Entries Since the Read more Canceled Imports Established
Customs Fees.Some Exceptions Now Agriculture - agricultural products. Turkey Republic of

* International Trade Administration (ITA) - home page, http://trade.gov/fta/.
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In Georgia Imports Customs Taxes Maintained Agriculture - Agricultural Products. From
Georgia Turkey Republic of Export Customs Taxes Narchundeba Some Facial Agriculture -
Agricultural Products, but Some Facial Item Subject to Benefits Quotas In the form of
Distribution is responsible for Turkey Republic Foreign Trade General Secretariat.

Preferences Generalized System (GSP). Georgia is the European Union, the United States
- it is, Japan, Canada, Switzerland, Norway's GSP beneficiary country's regime.

2005 In July Georgia The EU's GSP + -'s New Scheme Beneficiary. Of Exports of
agricultural products Promotion In terms of This More Important Circumstances, as Or Old
Scheme Of Was allowed Possibility EU Market Ganubazheblad Make Only the names of
3300 Products And 6900 for the Acted Only Some Benefits, GSP + - beneficiary Status The
After Georgia Use Right EU Ganubazheblad 7200 to the species The products, mainly
agricultural and fishery sector, which is of particular interest to developing countries.

U.S. - U.S. GSP system 3448 includes the name of the Items United States Harmonized
Tariff Table 8 digits Classification According to the The majority of A Completed Industrial
Production And Half.U.S. - A Preferential Mode Apply Georgia Export Important Products A
A wide Spekrt, including Among the nuts, fruit Chir of fruit And Vegetable Processing
Products; Green Waters, beer, wine Some Species; eterzeteb of leather And The Products and
Others. [5, 20].

Products Use U.S. - A Preferential Mode, if It The Produced Beneficiary In the country,
but Or Products Beneficiary The Produced From abroad Imported Materials Using the local
Product Cost And Processing Costs It should be More U.S. - the Import Products Value of
35% -r.

Trade regimes, the result of a chance not only to the local agricultural firms produced
products gaajeros internal market and to export activities, but also to become a major
investment "bridge" for those foreign companies who are ready to make an investment in the
agricultural industry in the development and implementation of agricultural production
products to be delivered as internal market, as well as the markets of neighboring countries as
well as countries located further away.

If you look at the last time the statistics, we see that the internal market, its difficult to
give an incentive for the production of agricultural products.National Statistics Office, the
average monthly expenditure of a total of 2005 onwards, the ranges 100-200 lari, which
means that the internal market and the demand is very low agricultural products, therefore,

> "The Foreign Trade in Year 2011 ", the Economy And Sustainable Development Ministry, 16.02.2012, p 20.
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the production incentive is almost zero and not the internal market Georgian oriduktebit
saturation (Table 1).At the same time, the total investment of the year, is invested in the
development of agriculture approximately 2-3 per cent of this investment.The main reason is
that it is still not attractive for investors in agriculture sector due to lack of adequate
infrastructure and effective government regulation.

Against this background, the existence and development of agricultural production is
becoming an increasingly important agricultural export activities by economic actors.The
government should take care of agricultural products for export continues to be the most
stimulating and effective methods stsrapmokmedi, tariff and non-tariff instruments.In this
approach, the infrastructure development in parallel, it is possible for investors dainetreseba
increase intsestitsiebi Georgian agricultural production development, especially in the WTO -
of membership ensures that the country is stable, predictable and international norms of
appropriate economic policies, Meanwhile here produced Favored Nation rezhimitaa allowed
foreign market. In addition, as practice has shown, however, is full of the internal market for
domestic agricultural production inputs, exports contribute to a stable economic environment
in the country, because from Georgia exported agricultural - agricultural products are

exchanged U.S. dollars or euros, and the hard currency inflows in the country.

Table N2
Georgian Agricultural Self-Reliance Ratios In 2006-2011
Ne Products 2006 2007 2008 2009 2010 2011
1. | Wheat 8 9 12 8 6 13
2
Corn 94 100 97 92 96 92
3
Potatoes 88 81 86 93 103 85
4
Vegetables 79 75 76 76 77 73
5
Grapes 112 108 117 118 133 129
6
Meat 73 58 48 47 48 41
7| Milk and milk
82 89 94 92 93 93
products
8
Eggs 85 100 95 101 98 99

Source: National Statistics Service of Georgia - www.geostat.ge
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If we look at the Ministry of Agriculture - Agricultural Export - import and foreign trade
balance dynamics during 2000-2011, we see that although the export of agricultural products
Is growing, but unfortunately, negative balance of foreign trade of the year - for many years
to grow (figure Ne2). Exports of agricultural products - we can make a conclusion based on
the analysis of import - export of agricultural products by increasing production of multiple
and increasing imports of finished products.It is desirable to have the opposite tendency. In
addition, agricultural firms export activities for maximum effect, the export of agricultural
products must be carried out at the expense of reducing the internal market, but also rural -
agricultural production growth and improving the quality of direct proportion.

Figure N2

Agricultural Products Export - Import Dynamics of Georgia and Balance of
Foreign Trade In The Years 2000-2011
(Millions of U.S.dollars)

1,500,000
1,000,000 /
500,000
0
2000 2003 2006 2007 2008 2009 2010 2011
o0l \/A‘\\‘
{1,000,000)
—- Import —m— Export —#— Trade Balance

Sourse: Georgian Statistics National Service — www.geostat.ge

In The third chapter, ""Improvement of Forms and Methods of Tariff and Non-tariff
Incentives of Export Activities of Agricultural Firms', proposes the method of calculation
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of effective level of stimulating tariff on export production. Formulates the algorithm for
procedural structure of optimal use of tariff and non-tariff methods for promoting export-
oriented agricultural firms. Gives detailed, step by step description of how to stimulate the
export of agricultural products out of Georgia.

The actual tariff level of stimulating the export production in some agrarian product, can
be significantly different from the size of "nominal tariff level”, which pays user of the

product. This difference is evident in figure N3, which shows the actual level of protectional

tariff of 12 percent duty on the import of natural juices, and the same time 5 percent duty on

the import of the necessary material resources (raw materials) for the production juice.

Figure M3
Model to calculation the effective rate of protection of export activities
(On the example of agricultural firm’s producing natural juices)
Free Trade Customs Tariff
Customs tariff 1 ton of juice imports:
T1=12% => P2 =200 "12% = 224 GEL
Customs tariff on the import of raw materials:
12=5%=>C2 =140 *5% = 147 GEL
1 ton Juice price: JPtas 224 12% - tariff on
P1 =200 GEL /,/'/ the imported
200 S ity 2 e et e 200 juice
Value growth: Value growth:
200-140=60 GEL 224-147=77 GEL

1 47 5% - tariff on
140 | oo .. 140 the imported
raw materials

Costs of 1 ton on juice: Costs of 1 ton on juice:
C1=140 GEL C2=147 GEL

As the figure shows, 12 percent tariff increases the price of each ton of juice by 24 GEL,

and 5 percent tariff increases the costs for each ton of juice production by 7 GEL. If we take
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into account only the nominal tariff rate (12% and 5%), get the impression, that the level of
12 percent protectional tariff for firms producing juice, is less then 12 percent, because
increased not only the price of 1 ton of juice by 24 GEL (12% of the initial value of 200
GEL), but increased its production costs also by 7 GEL (5% of the initial costs of 140 GEL).

Calculation the actual level of protective tariff , requires calculation influence of tariff on
the value growth of agricultural production. This 17 GEL represents the actual tariff level of
stimulating the export production. It is equal around 28,33 percent (60 * 28,33% = 17) of the
initial value growth (200-140 = 60 GEL), and not 12% - or less, as expected if we take into
account only the nominal level of Incentive tariff.

The actual level of Incentive of export production (the effective rate of protection) in the
agricultural sector is defined as the amount of money (in percentage), which increases the
value growth as a result to functioning process all of tariff system and computation formula:

P1=T1 «C1=T2
( 100 100
Pl1—-C1

o )*lt}ﬂ

In which,

S% (Stimulus) - is the actual level of tariff (the effective rate of protection) of Incentive
export activities of agricultural firm's, as a percentage;

P1 (Price 1) - is the retail price of agricultural products produced from imported raw
materials in Georgia, before the imposition of the tariff;

C1 (Cost 1) - is the costs on the production of agricultural products produced from
imported raw materials in Georgia, before the imposition of the tariff on this materials;

T1 (Tariff 1) - is the nominal level of tariff of Incentive export activities of agricultural
firm's;

T2 (Tariff 2) - is the nominal level of tariff of Incentive export activities of agricultural
firm's, on import of raw materials.

In the discussed example,

200=12 1405\
(“Ho0 — 100 }”‘1““:1?*10“

200— 140 60

Thus, it can be done in the conclusions, that if the final product, made from imported

5% = = 28.33%

raw material of agricultural sector, are "protected" higher rate (in the discussed example
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12%) than necessary raw materials in the production of this product (in the discussed
example 5%), effective rate of protection (Incentive) will always exceed its nominal level.

Impact of the tariff on the export activities of agricultural enterprises, not limited
only change welfare consumers and producers of agricultural product. As long as import
tariff on agricultural products is partially limited import, ie it’s not prohibiting and the
state has the income from them. Value of that income's, is equal to multiplying the level
of import tariff rates on the number of products that are taxed from this customs tariff.
Incomes from tariffs of promotion of export activities of agricultural firms, gives profit
the country, which, must to take into account in the process of calculation the results of
tariff effects, along with the profit of agricultural firms and losses of customers.

As a result of the research, established the "Algorithm for procedural structure of
optimal use of tariff and non-tariff methods for promoting export-oriented agricultural
firms"- the author's version, in which is described functions of export promotion
subject's.

The structure of export-oriented agro-business, as a minimum, must include the
following structural units (conventional divisions):

A) Division of research of agricultural production potential (Production Division);

B) Agricultural Market Research Division (Marketing Division);

C) Logistics Division (Supply Division).

The Production Division functions. The functions of the Production Division shall
include:

A) Retrieval agricultural firms or family (peasant) farms and creation/update the
electronic database (table Ne3), in which will be filed information about this firms (shown in
figure Ne4);

B) Obtaining information on the cost of agricultural products, made by the georgian
agricultural firm or family (peasant) farms;

C) Based on the table N4, inform Georgian agrifirms the about contact information
potential buyer firms of their agricultural production (both of resident and foreign firms);

D) A study, are or aren't the same imported products on domestic market and are not the

violation of the General Agreement on Tariffs and Trade 1994;
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Process of Make Registry of Producing Firms

Production Division

v

Finds the data about Georgian
agricultural firms and / or family
(peasant) farms

Chart A

A

A 4

Obtained data satisfies the
Division?

Yes

A

Agricultural firm and / or family
(peasant) farms included in the
"Registry of Producing Firms'?

No

A 4

Figure N4

Yes

v

Sells the same kinds of imported
products in the internal market?

No

Yes
) 4

Searches the data importers firms
and explores the price of competing
imported products.

|

Are violations of the General
Agreement on Tariffs and Trade of
1994?

No

the data about
agricultural firm or
family (peasant)
farms entered in
"Registry of
Producing Firms"'

—»

Sends the updated
data of "'Registry
of Producing
Firms” -ina
Marketing Division

A

Yes

A 4

Prepares proposals to stimulate the
production, by the tariff and / or non-
tariff measures
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Table N3

Registry of Producing Firms
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Data on the firms of importing competitive

10

E) Preparation of proposals to the which agricultural production stimulate are
recommended by the tariff and / or non-tariff measures, as a result the analysis data of the "b"

and "d";
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F) Preparation of proposals which the newly created agricultural firm or family (peasant)
farms encouraged recommended by the state;

G) Identification of the products of agriculture, which require the seasonal customs
protection and preparation of proposals, about the specific dates during the year, when
require the seasonal protection by the customs duty;

H) Send the "e" - "g" recommendations of the Ministry of Finance, Ministry of
Agriculture and Ministries of Economy and Sustainable Development;

I) Within in his competence, preparation of proposals, legislation, by-laws, instructions,
method manuals and instructions, procedural manuals, related to development of agricultural
production and submission this projects to the relevant authorities for further legal
procedures.

The Marketing Division functions. Marketing division functions should be included:

A) Search the agricultural products procuring firms, in Georgian or foreign countries,
and creation/update the electronic database (table Ne4), in which will be filed information
about this firms (shown in figure Ne5);

B) The interested of the Georgian or foreign country's firms buyer of agricultural
products, to buy georgia’s agricultural products;

C) Obtain accurate information of foreign countries for retail market price of agricultural
products;

D) Obtaining information in the foreign countries, about tariffs and preferences on
import of agricultural products;

E) Obtain information in the foreign countries, about non-tariff measures on import of

agriculture products;
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Figure N5
Process of Make Registry of Procuring Firms
Chart B

Marketing Division

Finds the data about firms procuring
product, that are sent from Production
Division

A

Obtained data satisfies the No
Division?

Yes

The firm is on the buyer "'Registry of | No The data entered by the
Procuring Firms" purchaser firm "Registry of

A\ 4

Procuring Firms"

Yes

The datas about The producer firm and
buyer firm sends to the Logistics Division

66



Registry of Procuring Firms

Table N4

Country

Company
Name

Product
Name

Product
price paid
by the firm

Company
Address

Phone

Contact
Person

10

F) Preparation of proposals to the which agricultural production stimulate are

recommended by the tariff and / or non-tariff measures, as a result the analysis data of the "c"

_e,

G) Send the "f" recommendations of the Ministry of Finance, Ministry of Agriculture

and Ministries of Economy and Sustainable Development;
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Transaction Registry

Table N5

Seller

Buyer

Name

Address, phone

Contact Person

Bank Account

Name

Country, Address, Phone

Contact Person

Bank Account

Product Name

Number of

Cost

10

the potential seller and the buyer of agricultural products (table Ne5);

H) In coordination with the division of production, inform the Logistics division about
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1) Within in his competence, preparation of proposals, legislation, by-laws, instructions,
method manuals and instructions, procedural manuals, related to development of agricultural
production and submission this projects to the relevant authorities for further legal
procedures.

The Logistics Division functions. Department division functions should be included:

A) Search the resident or non-resident intermediary firms and creation/update electronic
database (Table 6), in which will be filed information about this firms (shown in figure Ne6);

B) To organize the potential transaction, selection to such an intermediary firm/firms
from the table 6, which makes possible the transaction for a minimum period of time and the
amount of costs (packaging, warehousing, storage, loading - unloading, etc.);

C) Within in his competence, preparation of proposals, legislation, by-laws, instructions,
method manuals and instructions, procedural manuals, related to development of
agricultural production and submission this projects to the relevant authorities for further
legal procedures.

Employee motivation. The necessary guarantee of efficient operation Export-oriented
agriculture business support systems is motivation this systems employee on quality of their
works. For this purpose, shall be made the form of tangible rewards, for employees, who
implement a successful transactions in the reporting month. Direct financial incentives
should be depending by the number of successful transactions by the employee during the

month.
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Figure N6

Process of Make Registry of Intermediate Firms

A 4

Chart C
Logistics Division
y
By looking information about
Intermediate firms <
\4
Obtained data satisfies the N
o 0
Division?
Yes

\ 4

Intermediate firm is on the ™ Registry | 4

of Intermediate Firms""

Yes

A 4

Provides manufacturing, procuring
and organizing negotiations between

intermediate firms

No

A 4

The deal?

Yes

A 4

Maintain a record deal for
statistical purposes

A 4

Preliminary data on the
firm's records ** Registry
of Intermediate Firms"'
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Registry of Intermediate Firms

Table N6

Company
Name

Registration
Country

Cost of service
(Link to the firm
preiskuranteb)

Activities

Company
Address

Phone

Contact
Person

10

If the final analysis all the above-mentioned procedures, we encourage "Algorithm for

procedural structure of optimal use of tariff and non-tariff methods for promoting export-

oriented agricultural firms", which is given in the face N7 figure.
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Figure Ne7
Algorithm for Procedural Structure of Optimal use of Tariff and Non-tariff

Methods for Promoting Export-Oriented agricultural firms

Study Local agricultural production potential

\ 4

No Agricultural production is possible in
Georgia?

Yes

A 4

No This product family (peasant) farms produses?

3 Yes
¥ 4
. es
Agricultural firm R Chart A
produses? i
No v
A 4
Produced a document - .
"Recommendations”, In which can see
which tariff or non-tariff regulation are Jv

acting and why is advisable to produce
this product in Georgia, what kind of
credit / tax benefits can be obtained the
firms who well be producing this
product etc.

v

"recommendation” must be
published on the special internet
site in optimized search engines

(SEO), Georgian as well as some of
the world's most widespread
languages, to report the potential
producers of these products.

VL

Found the firm, which has
No | agreed to producing the product Yes

from the recommendations?
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The subjects of governments or non-governments organisation, which are working on
the issues of promotion of agricultural production for export, with the using tariff and non-
tariff measures effective stimulation of export activity of agricultural firm's, must also
comply the mediator's role between the agricultural firms of production, purchasers and

intermediate firms.
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III. THE MAIN CONCLUSIONS

The result of the research can be briefly stated as follows:

1. formation and development of the modern global market, is given to particular
significance the various forms and methods of processes of support of the international
activities of agricultural enterprises, in which element are the tariff and non-tariff
mechanisms of regulation of the export activities of the agricultural firms;

2. As a result the free trade regimes, Georgia has a potential not only saturated
internal market by agricultural products produced firms, as well as to carry out export
activities;

3. Agricultural Production Growth, from experience of advanced countries, must be
carried not only by the state - organizational, economic and financial mechanisms of
direct intervention, but also the internal resources of the agricultural enterprises as well
as supporting private, Georgian and foreign investment incentives;

4. Proposed the model, using tariffs to encourage export activities of agricultural firm,
which shows, that if the final products of the agricultural sector is higher tariff than the
intermediate products, the actual tariff level of stimulating, will always be exceed its
nominal level;

5. As a result, that the actual tariff level of stimulating the export production in some
agrarian product, significantly different from the size of "nominal tariff level", which pays
user of the product, the actual level of Incentive of export production (the effective rate
of protection) in the agricultural sector is defined as the amount of money (in
percentage), which increases the value growth as a result to functioning process all of
tariff system;

6. In Georgia, functions of organisation of supporting export activities of agro-firms
are sufficiently capacious and covering many, but their practical realization, in terms of
promotion agricultural production, resonance results was not caused, statistical data
indicates decrease in the production of agricultural products of all kinds. In the country,

is objective necessary, that the work of this organisation's became more efficient. For this
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purpose, in the thesis has been developed the perfection directions of functions and
responsibilities of subject's of supporting export activities of agro-firms;

7. Formed the "Algorithm for procedural structure of optimal use of tariff and non-
tariff methods for promoting export-oriented agricultural firms"- the author's version, in
which is described in detail functions of subject's of the promotion export. Such an
approach would be more effective in promoting agricultural production and export
business.

8. Main using trends of tariff and non-tariff methods of state regulation export
activities of the agricultural firm's, should be the:

e Stimulate the production of agricultural products;

e To support the export of agricultural products;

e Stimulate the production of products;

e Domestic market saturation support by the intermediate products, in those cases,
if a country does not have the potential to produce such a product.

9. The subjects of governments or non-governments organisation, which are working on
the issues of promotion of agricultural production for export, with the using tariff and non-
tariff measures effective stimulation of export activity of agricultural firm's, must also

comply the mediator's role between the agricultural firms of production, purchasers and

intermediate firms.

The main provisions of the thesis published in the five scientific paper of the author's:

1. Eradze K., Tsagareishvili P., "Determine and confirmation the country of origin of the
goods" - scientific-practical journal "taxes", Tbilisi, 2008;

2. Tsagareishvili P., "Historical Review of Foreign Trade," Collection of Scientific
Works, University of International Relations of Georgia, Tbilisi, 2010;

3. Eradze K., Tsagareishvili P., the article, "Political and Economic Aspects of
Georgia’s Membership of WTQO", International scientific - practical conference on
"Regionalization, the regional economic and social processes", Akaki Tsereteli State
University, University of the Law and Economics of Kutaisi and Fund of Regional

Initiatives Support , publishing house "Innovation", Kutaisi, 2010;
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4. Tsagareishvili P., "The mechanisms of regulation of foreign trade and economic
development of the country", the international scientific - practical conference on
"Mechanisms of Sustainable Development of post-crisis Economics’, Sukhumi State
University, Thilisi, 2011;

5. Tsagareishvili P., "Forms and Methods of Stimulating of Export-oriented
Production", International scientific - practical conference on "Economic Problems of
Sustainable Development: Reality and Perspectives", University of Kutaisi and the

Association of Young Economists of Georgia, Kutaisi, 2012.

76



	I. ნაშრომის საერთო დახასიათება
	II. ნაშრომის ძირითადი შინაარსი
	III. ძირითადი დასკვნები
	I. THESIS GENERAL CHARACTERISTIC
	II. THE MAIN CONTENS OF THE THESIS
	III.THE MAIN CONCLUSIONS

