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ECONOMIC POLICY PRIORITIES FOR
DEVELOPMENT OF GEORGIA

SUMMARY

The monograph reflects Economic Policy priorities for develop-
ment of Georgia. It discusses the economic policy objectives and
their long and short term implementation opportunities.

The Book discusses economic policy of increasing national
competitiveness, the tools and means which help country to improve
the competitiveness.

The sectors of the economy, in which the country can achieve
the competitive advantage, are studied. It is noted that the country’s
economic policy plays an important role in obtaining and
maintaining the competitive advantage — authority should take
measures to ensure high level of education; scientific and research
activities should be funded by the state; foreign direct investments
should be attracted mainly in science-intensive industries; adaptation
with the latest scientific achievements of the modern world and
deepening of scientific and technical cooperation. Stable business
environment and export oriented strategy is the basis for the
country’s economic growth.

In order to increase domestic manufacture in Georgia, it is
important to develop traditional fields, where country has a
competitive advantage. development of qualitative, technological
and productive manufacture is also critical. For example,
manufactures of pharmaceutical production, the equipment for a
communication and also manufactures of machine tools and the
equipment. It will give the country opportunity instead of export
production to receive more import production. Only in this way is
possible to increase incomes and wages of the population and
consequently improve their leaving conditions.

The studies have shown that institutional reforms in Georgia are
not enough to significantly improve the country's competitiveness.
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The following problems are considered to be the major ones:
Political instability and conflict zones in the country;High interest
rates for loans;Gaps in tax legislation; Lack of appropriate
infrastructure;Irrelevance of qualification;Inflation.

Nevertheless, the World Economic Forum recognizes that
Georgia has made progress in several sectors and directions, such as
institutions, macroeconomic indicators, higher education, labor
market efficiency and others.

Based on the above analysis and conclusions, we have
developed the following recommendations: The state should support
by taking the following measures: creating an attractive investment
environment; access to preferential loans; developing an effective
insurance system and infrastructure; etc. Local production should be
encouraged to have more local products on the food market. In order
to implement this task, goods should be produced not only by
households, but also relatively large (small and medium) farms and
agro food processing enterprises should be established and
developed; There should be more advisory service centers for the
employed and trainings should be organized for them; It’s of great
importance to developinternational market penetration strategy,
extensive marketing network, etc.; In order to prepare qualified and
highly skilled workforce, it’s recommended to develop a modern
system of science and education, consulting and extension;It’s
indispensable for the investors to have a stable legal environment to
ensure protection of their property;To create a database on
investment projects and provide relevant information about Georgia
to potential investors all around the world;Stable development and
improvement of the competitiveness of the country would be
impossible unless the share of export in total trade turnover
increases.

Attracting foreign direct investment and placing them in
optimal fields is particulary necessary for developing countries.

There are not enough corporations or companies, in Georgia,
whos income will allow reinvesting in economy. Therefore
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dependence of Goergia on foreign capital is great. The main thing
that foreign investors are worried about is that their rigts to the
property in the country is jeopardized.

One of the most important aims of the state is the development
of economic policy which is the base of economic’s stable growth.
Creation of enterprising environment and conditions, protection of
entrepreneurs interests must be supported by the state economic
policy which along with organizational and financial promotion
implies pursue of activities for competition ability of national
production and the enterprising policy.

The developed states have increased the joint enterprising
activities by raising the enterprising mentality. Therefore this trend
of the policy is significant for economic growth.

The current economic reforms implemented during recent years
in Georgia are directed towards liberalization and development of the
private sector based on provision of economic growth. In this regard
there have been made significant steps, in particular: as a result of
reforms implemented in tax system the Georgian tax legislation is
considered to be the most liberal in Europe.. In conditions of market
economy the entrepreneur should be managed by only the market
and the active legislation of the state.

The main problems are considered to be: Political instability
and conflict zones;Failure of the government to protect interests of
small and average business;Instability and irregularity of the tax
system;Difficulties in accessing credit resources;Inflation;High
interest rates;High tax rates;Lack of clarity in the tax code;Lack of
investment and export subsidies.

Based on the analysis and the conclusions, we have developed
the following recommendations: The state should assist development
of entrepreneurship though implementing the following measures:
creating attractive environment for investors, making preferential
loans accessible, establishing the system of insurance, developing of
infrastructure, etc.;It’s very important to increase effectiveness of the
tax policy (simplicity and clarity of the tax system, optimal level of
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tax rates);Encourage growth of export (develop a strategy for
“penetration~ into the international markets, creation of a wide
marketing network, etc.);Existence of a stable legal environment is
necessary for investors, that will guarantee a due protection of their
property;Development and implementation of small entrepreneurship
development programs;Every business in Georgia must develop
according to the two main directions: first, creative adoption of
foreign experience in the fields of Management and Organization;
and the second—national traditions maintenance and search for new
ways of production sale.

The paper discussses mineral water consumer market and its
development policy in Georgia, the tools and measures, which will
contribute production of mineral waters and increase its export.

The paper studies and analyses current situation in mineral
water production sector as well as the factors affecting increase and
reduction of its export. It’s noted that in order to gain and maintain
competitive advantage, it’s necessary to provide continuous supply
of high quality goods with modern design, open new distribution
channels to enter new markets, carry out broad promotional
activities, organize e-commerce. Economic policy plays an important
role in protecting markets from counterfeit goods. The state also
plays an important role in attracting foreign direct investments.
Stable business environment and export oriented strategy is the basis
for the country’s economic growth. Due to some advantages,
production of mineral water takes the leading position in Georgia’s
economy. Such advantages are: abundance, cheapness, stability,
renewability, not seasonal character, high quality and
competitiveness of raw materials and most importantly, quick return
on investments. In this regard, it’s noteworthy as well that Georgia is
situated between the countries facing the shortage of drinking water.

Based on the above analysis and conclusions, we have
developed the following recommendations:

The state should encourage mineral water production through
the following  measures:  creatinganattractive  investment

154



environment; access to preferential loans; developing an effective
insurance system and infrastructure; etc.; It’s important to develop an
international market entry strategy; form a wide marketing network,
etc.; In order to gain and maintain competitive advantage, it’s
necessary to provide continuous supply of high quality goods with
modern design, open new distribution channels to enter new markets,
carry out broad promotional activities, organize e-commerce; A
precondition for mineral water business development is well-
developed land, air and sea infrastructure as most of the water
producing enterprises are located rather far from ports and railway
stations; Stable legal environment is essential for the investors to
assure them that their property is protected; To create a database on
investment projects and provide relevant information about Georgia
to potential investors all around the world; Georgia can satisfy global
demand for both mineral and spring water. Water problem is
becoming especially pressing nowadays. Water business is the most
profitable one as there is natural resource practically for free. A
businessman who invests in this business will never lose.

Supply of agricultural products to the population and provision
of healthy nutrition is the main aim of agrarian policy. The ultimate
object and foundation of the agrarian policy appeared to be
agriculrural lands. The article presents experience of various states
and existed conditions in Georgia.

Agrarian sector of Georgia may succeed with supporting of the
state and entering the world market with competitive agricultural
products. In Georgia such products are vegetables, fruits wine.

In 2011-2014 the government of Georgia referred agriculture as
a field of priority importance. Despite large potential of this field it
has a lot of problems, one of them may be considered not-sufficient
support. It is necessary to provide the ample finances from the side
of the state, developed infrastructure, high profile mechanization and
insurance system.

In any state it is important to elaborate tourism policy for
tourism development; tourism recourses; developed infrastructure,
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qualified recourses and corresponding leguislative base. Any
retardation in one of them causes delay in development of the whole
field. The ultimate task of tourism policy implies organization and
elaboration of the mechanism which will support facilitation and
development of this field.

The topic reviews the situation existing currently in Georgia in
the field of tourism in conditions of globalization: Touristic
resources, the paces of development of the tourism infrastructure,
tourism policy, possibilities of development of the Wellness industry
in Georgia, that is the newest direction of the medical tourism.

The Factors Impeding the Development of the Industry of
Tourism Are the following Political instability and existence of the
conflict zones; High interest rates on the bank credits; Deficiencies
related to the tax lawslnexistence of a relevant infrastructure;Low
guality of services; High prices for services;lrregular statistical
registration;Both the policy and the program of development of
tourism need improvement; normative-legal base of tourism is
incomplete;Training of staff for improvement their qualification is
necessary.

Economic Effects of Formation of Georgia as the Center of
Wellness Industry:

This will improve the investment-making environment for
making investments and, increase considerably accumulation of the
foreign capital in Georgia. As a result, the policy of economic order
will come closer to the European standards; Number of visitors to the
country will be increased; The process will contribute to the
development of infrastructure; New job places will be created, while
employees will have high salaries; Ecology will be changed to
positive manner; A demand on the agricultural products (in the fields
of beekeeping, wine-making, grain, fruit, vegetables, livestock, tea
production) will be increased; A demand on souvenirs and craft
items will be increased; It will become necessary to use the services
of the branches of transport, communications, insurance, baking,
construction-installation works, informational-and-advertising
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activity, tour-operators, etc. Balneology will be developed; Georgia
will become an attractive site for high-income individuals from many
countries; Wellness industry requires a high intellectual potential,
that will have a positive impact on a general increase of the
intellectual potential of the nation; A new culture of the healthcare
will be advertized, that will be an intellectual distribution; This will
create opportunities for increasing incomes and revenues; The
country will be advertized on a worldwide level.

We have developed the following recommendations based upon
the above analysis and conclusions: The State must support the
sector of tourism though implementing the following measures:
Creation of attractive conditions for investing in the sector;
Availability of concessional loans; Development of the insurance
system; Development of Infrastructure, etc.; Filling the food market
by the products of local origin should be supported. However, this
process must be relied not only on the goods manufactured by
households, but mainly on creation of comparably larger processing
industries and farms (small and medium-size businesses); A net of
the consulting service centers for those employees involved in the
tourism industry, must be expanded, while a relevant training courses
must be organized for such personnel. It s important to develop a
strategy for “penetration” into the international markets, creation of a
wide marketing networks, etc.For training the qualified personnel, it
is recommended to create an advance system of education, science
consulting, and extension; Existence of a stable legal environment is
necessary for investors, that will guarantee a due protection of their
property;For the development of Wellness industry in Georgia, a
priority should be given to an effective use of the industrial potential
of production of the ecologically friendly bio-products of local
origin.
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