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Salome Adeishvili
Grigol Robakidze University
1 level student of the Master’s Programme in Law

Compliance of the Current Conditions in Penitentiary Institutions of Georgia with
the Article Three of the European Convention on Human Rights

According to the Article 17 of the Constitution of Georgia, a human’s torture, inhumane, brutal
or degrading treatment is impermissible [1, article 17]. Torture is an object of the European
Convention focusing on the protection of human rights and freedom. According to the Article 3
of the Convention, no one shall be subjected to torture or to inhuman or degrading treatment or
punishment.

Absolute prohibition of torture, inhumane and degrading treatment clearly requires fighting
against impunity wherever it is violated. Concern is expressed for the huge number of
complaints giving the facts that states do not implement proper justice on individuals violating
human rights.

.
According to one of the fundamental principles of the European Convention on Human Rights,
as a rule, human rights are protected within a particular country; otherwise, it can be subject of
consideration in international organizations on the international level. The number of appeals
has been increased in European courts. It is conditioned by collapse of the Soviet Union in
1989. It is obvious that human rights are not properly protected in post-Soviet countries. In
Georgia, jurisprudence of the European Court started from 1999. This made the base for
citizens of Georgia to perform certain activities to reinstate their violated rights.

Many cases concerning violating the Article 3 of the Convention in prison conditions can be
discussed on the example of Georgia. It is noteworthy that while making a verdict, the
European Court takes into - consideration both — positive and negative obligations of the
Convention, Violation of negative obligations implies that state bodies should not use the facts
of improper treatment considered by the article 3. Positive obligations imply taking active
measures by the state in order to effectively protect human rights [2, 2]. Strasbourg Court does
not prove any case of violating negative obligations in Georgia. Though, there are a lot of
cases of unfulfilled positive obligations. According to the case-law of the European Court, a
state takes full obligation to ensure a prisoner’s healthcare and his/her medical treatment in case
of necessity [3, 62]. The case “Pogosian against Georgia” can serve as a good example.
According to the case materials, proper medical treatment was not provided to the convict by
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the prison administration. Inadequate medical treatment of a prisoner can lead to deterioration
of his/her health or can even cause death. Concerning the mentioned case the Court stated:
“Taking into consideration about 40 appeals against Georgia existing in Strasbourg Court
related to inadequate medical treatment in prisons of Georgia, the Court stated that we are
facing the systematic problem — inadequate medical treatment provided to prisoners” [4]. To
sum up, the Court ascertained the fact of violation .of the Article 3 of the Convention.

It is natural that an individuals’ imprisonment always causes torture. The measures taken for an
individual’s imprisonment can include such an element but it does not contradict the absolute
essence of the Article 3. A prison officer violated the article on prohibition of torture, improper
and degrading treatment if his/her actions go beyond the limits of the inevitable element of
torture and degrading treatment. Prohibition of torture in ‘its essence is an absolute right.
According to the criteria of Strasbourg Court, an action is torture when the following issues are
accumulated: 1. Special severity and torture within a certain period of time; 2. Deliberate
action; 3. Purpose — obtaining information or confession; or punishing a victim. It is also
necessary the minimum level of severity be qualified by the article 3.2

At the beginning the European Court hesitated to ascertain that the issue of prison conditions
was disputable according to the Article 3 of the Convention. Later, the development of the
standards of human rights and the case-law had the impact on the European Court. As a result,
it was ascertained that placing an individual in such conditions which violate the international
standards may violate the statutes of the article 3 of the Convention.

The article 15 of the Imprisonment Code of Georgia considers the living conditions of the
accused/convict. It is clearly stated that in the code that an individual has a right to live in
normal conditions what will not degrade his/her dignity. In the case “Gorgiladze against
Georgia” the rights and the living conditions considered by the imprisonment Code are
violated. According to the appellant, 60-70 prisoners were placed in 48 square meter cell where
natural source of light did not reach. The toilet was not isolated from the cell. In' summer the
temperature reached 35-40C’; none of the prisoners was allowed to use the right of going fora
stroll. Such imprisonment conditions can cause the violation of the statutes of the Article 3 of
the Convention. That is why the Court ascertained that such a situation violated the positive
obligations of the Article 3. According to the Court, the fact that the plaintiff had to live, sleep
and share facilities with other prisoners in the same cell was enough to cause torture. This
exceeds the level of torture that is meant under being in prison; it also causes fear and pain that
offends and humiliates a prisoner.

2 Minimum level of severity as a term was established in the European Court practice long ago. To qualify an action
as violation of the article 3 of the Convention, there should be high intensity of improper treatment. Every new case
should be studied thoroughly to decide whether ac action corresponds to the article 3 of the convention.
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As the European Court stated, positive obligations are not result-oriented. They imply
maximum interference from the state’s side in the given situation. Any state should take into
consideration the fact that the list of positive obligations is not compiete and can be increased
alongside the increasing standards of human rights [3, 87].

Thus, on the basis of the abovementioned consideration, we hope that the number of appeals
against Georgia considering violation of not only imprisonment conditions but also other
fundamental human rights will decrease in Strasbourg Court,
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Franchising Quality Control
Introduction

Franchising contract is new for Georgia as well as for other post-Soviet countries. However,
despite its specific and foreign name for Georgian language, which creates a certain lack of
clarity around it among the large part of the community, in reality, we are in touch with
franchising more often then we realize; even when we, as ordinary customers, apply to Georgian
stores to buy products made under the trademarks of foreign enterprises. In fact, they use
Franchising to give us the goods or service, as, because of its global nature, the franchising
system is widely used in retail trade and food industry, production-selling of goods, restaurant
business, banking services and other areas of service.

The term “Franchise”, in Georgian “Franchising” is of the French origin and means advantage,
privilege. The same meaning carries English term “Franchising”. Historically franchise comes
from the middle centuries, when at court of the Great Britain, it was known as a privilege
connected with taxation for bishops and barons on the places for trade. The first elements of
relatively modern form of Franchising appeared in the USA in the first half of 19" century and
its development began in late 70-ies. The first company, which started activities by franchising
system, was “Singer Sewing Machine Company” in 1898. It was followed by “General Motors”,
“Coca-Cola” “Pepsi” and others. The greatest bum has begun from 1950, which was
accomplished by adapting the law for trademark in the USA. At this period famous food
companies (McDonalds) where formed. Hotel businesses began to use franchise system as well.
As for Europe and Japan, Franchising there was implemented later, but nowadays its role in
economic trade relations has risen greatly. Franchising contract was spread in over 80 countries
and was recognized as independent object of legal regulation, but separate legislation about
Franchising was taken in few ones. Other countries regulate it by contractual law.

Concept of Franchising

“Franchise can be interpreted as a form of business production and management, according to
which one of the business owner (franchisor), who develop a business correspondence model,
sells the right to produce the business to another entrepreneur (franchisee). In most cases,
franchisee gains the right to use the model on the certain territory and within a certain period of
time. Under the Franchise contract franchisor offers a franchisee a business-concept of selling
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goods and service and franchisee buys a right to use the trademark, brand and other exclusive
rights and to sell goods or service of the franchisor on condition to pay a fixed fee” [2, 6].

In Georgia, Franchising system is studied in the course of civil law. Its concept is given in the
607" article of the Civil Code of Georgia: “A franchise agreement is a long-term relationship of
obligation, under which independent businesses are bilaterally bound, as far as necessary, to
promote the production and marketing of goods and rendering of services by performing specific
obligations.” “The subjects of the franchise contract are intangible property rights — trademarks,
industrial design, packing, concept of production, purchasing and selling of goods and business
organization, etc” [1, 138].

By the franchising agreement one part, a franchisor passes the other part — a franchisee, a model
of implementation an enterprise activity and by permanent support secures its instillation and
development instead of some amount of money, and a franchisee sells the goods or provides
services using the franchisor’s company name, trademark and other exclusive rights. Franchising
helps a franchisor to widen its business rapidly on the base of other’s capital and attracting
human recourses, and the franchisee gets the opportunity to become an independent enterpriser
and develop business on the base of experiences of franchisor. In addition, a franchisee uses
already known and approved business model, recognized name and trademark on a market. It
saves time needed to start a business with a new company name and attracted recourses, which
doesn’t always work. .

The importance of quality control

During the franchise agreement, a franchisor controls the quality of a franchisee’s work, as a
franchisor should have a guarantee that any commercial enterprise, bearing its name, corresponds
to relevant standards. Existence of quality is most important for franchising network, because
exactly franchisees create a brand image since franchisors give them a license to be in a direct
contact with customers. That is why a franchisor should help a franchisee. The first stage of this
process is to select a potential franchisee. A franchisor has to value weather a franchisee is
appropriate in this case. After signing the contract, a franchisee passes initial necessary training,
in case not to fall the quality of the goods or international level of service during the work. Many
owners of growing companies fear this, which results in a dilution of their brands. So,
franchising must be well-planned for the purposes of quality control to determine corresponding
system standards, training methods, operational manuals, internal policies and supportive staff.
“A system that does not maintain an effective quality control strategy is not likely to survive in a
competitive marketplace.” [7, 30] Accordingly, a franchisee is responsible to fully meet the
standards established by the franchisor. Franchise agreement provides that the franchisee must
comply with the franchisor’s recommendations about the activities of the enterprise organizing,
especially the recommendations recorded in the operational manual. A franchisee must
implement all the changes, improvements, upgrading and news included in the operational
manuals.
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Standards of quality control

“It is obvious that a franchisor has a full right to require the quality control of the products
purchased in the enterprise of the franchisee to protect the interests of both parties of franchising
system. Despite this, it is necessary to assure that such requirement doesn’t violate national
legislation on competition. On the other hand, national legislation on trademark often requires
from the licensors to control the use of trademarks licensed by them in order to implement their
rights and keep in force the licensing contract” [2, 125]. For example, special law about
trademark in the USA expressly indicates that. it allows the use of the trademark by someone
other than the owner only when the owner exercises sufficient control over the nature and quality
of the goods or services. According to this law quality control is mandatory and otherwise a
franchisee will not have a legal right to use a trademark or a company name of the franchisor. So,
quality control standards must be foreseen in the franchise agreement.

Why does the “McDonalds” hamburger taste the same in New York or in Tbilisi? Why do the
homes cleaned by “Merry Maids” employees meet the same high-quality standards whether done
in Seattle, Atlanta or Boston? The answer is found in the quality control system established by
the franchisor and followed by the franchisee. This system may consist of the following parts:

e Trainings, which today is divided into three categories: 1. Initial main training, where
the franchisee will be taught all the basic operating systems and procedures of the
business. 2. In-store training, when the franchisee gets to know the experience of the
other successful franchisees. 3. Ongoing trainings, which is held to the franchisee during
the whole career. This can be held annually in order to introduce new developments,
products and services to franchisees.

o Customer Relations is one of the main conditions, which the franchisee should know.
The staff should know how important it is for business to establish good relations with
the customers.

e Pricing Strategies. Franchising is unique to that a franchisor may suggest to the
franchisee pricing strategies, pricing structures and explain the reasons of the price
determinations, but the final prices are set by the franchisee.

e Real Estate Criteria. Franchisors generally provide suggestions about choosing the
proper location. Mostly franchisees are requested to choose their favorite two or three
locations and then the franchisors. make the recommendations. At this time the
demographic population, the age of the consumers and the related costs are examined.

e Hiring and Firing. Franchisee gets information about it from other successful
franchisees’ experience. They also get legal requirements about hiring their staff.

e Construction and Design. Franchisors also provide the proper layout, design and
architectural drawings.
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¢ Equipment Specifications, which answer the following questions: What equipments
should be placed in a fast-food restaurant? What equipment is needed to run a domestic
cleaning business? The answers to these questions are easily provided by the franchisor.

* Legal Aspects of Business. Franchisors want their franchisees to operate within certain
rules and laws, that’s why they spend a considerable amount of money in making sure
that the franchisees understand the appropriate rules and laws under which they need to
operate.

A franchisor must spend all affords to organize an appropriate functions of the enterprise. If the
franchisor assumes the maximum benefit from the activities of its franchising enterprise within
its specific territory, it’ll try to help the franchisee for this purpose. In order, to give the
franchisor opportunity to be ensured that its requirements are complied, a franchising agreement
provides franchisor’s right to carry out periodic inspection of an enterprise. A franchisor may
have a right to conduct a survey of employees and customers too.

As it was already mentioned, a franchisor is greatly interested in franchisee’s final products of
the enterprise to meet the minimum standards of the quality. A franchisee may be required by the
franchising contract not to sell other goods, except those deserving approval from the franchisor.
A franchisor is interested to prevent selling any kind of goods by the franchisee, which will, in
its opinion have a negative impact on a franchising system or will compete with its own goods.
This limitation may become a reason of conflict with national or regional legislation. But, in
most cases this is reasonable, if selling such goods from the manufacturer or rendering service
will compete with the goods (services) manufactured by the franchisor itself, affect negatively on
the reputation of the franchising system or impose any additional liability to the franchisor.

Conclusion

Thus, in spite of the fact that mentioned system has some clear possible risk-factors, namely,
franchisee often meets exaggerated controls from the franchisor, on the other hand, franchisor
will never be quite sure if the new franchisee will be competitive and trustworthily in a given
sphere in order not to humiliate franchisor’s business reputation, it has a lots of positive
characteristics. For example, Franchisee gets the proved commercial activities with the minimal
risk-factors, with the approved business-processes, conceptions, technologies and installations,
already known and widely advertised company name and trademark on a market. And the
Franchisor has the ability to rapidly settle on a marketplace and has an opportunity to direct
enterprise activities effectively by producing products or services with its own trademark and a
chance of more popularization on a national and international market, possibility of easily
receiving extra incomes, save time and the recourses and so on.
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Racketeering
Introduction
A racket is an illegal business, usually run as part of organized crime. Engaging in a racket is
called racketeering.

There are several forms of racket. The best-known is the protection racket, in which criminals
demand money from businesses in exchange for the service of "protection" against crimes that
the racketeers themselves instigate if unpaid (see extortion). The second example is the numbers
racket, a form of illegal lottery.

Traditionally, the word racket is used to describe a business (or syndicate) that is based on the
example of the protection racket and indicates a belief that it is engaged in the sale of a solution
to a problem that the institution itself creates or perpetuates, with the specific intent to engender
continual patronage. One example is computer spyware that pretends to be detecting infections
and offers to download a cleaning utility for a fee, being itself distributed by the maker of the
cleaning utility. .

In the example of a protection racket, the racketeer informs a store-owner that a substantial
monthly fee will be required in exchange for protection. The concurrent "protection” provided
takes the form of the absence of damage inflicted upon the store or its employees by the racket
itself.

The term "racketeering" was coined by the Employers' Association of Chicago in June 1927 in a
statement about the influence of organized crime in the Teamsters union.

Racketeering in Criminal Code of Georgia

On June 24, 2004 the Article 17" related to racketeering, racketeering group and racketeer was
added to the general part of the Criminal Code of Georgia, and on July 25, 2006 the Article 224"
- participating in the activities of the racketeering group - was added to the private part of the
Criminal Code of Georgia.

In general, racketeering means extortion, but our legislator does not imply only extortion under
this word.

Public order and security is an object of criminal defense. The objective element of the crime is
revealed in action and the emergence of grave outcome is not necessary in order to consider the
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crime completed. Thus, there is a formal composition. Namely, this action is governing the
activities of the racketeering group independently or together with other person(s), so that a
person governs the activities of the racketeering group independently or together with other
person (s). In order to understand the essence of the racketeering group, first we need to elucidate
the notion of racketeering itself. According to the Article 17" of the Criminal Code of Georgia,
racketeering is an organized and permanent activities carried out systematically (at least three
times) in order to get an income (for instance — money) or any other property benefits (for
example ~ free travel), which is connected with committing intentional crime, if this crime was
committed at least two times during five calendar years.

As we can see, the activity of the racketeer should be not only permanent, but organized as well
(definition of the organized group is given in the Article 27 §3 of the Criminal Code of Georgia).
So, committing misappropriation permanently and in an organized way at least two times during
five calendar years, as well as bribe-taking under the same conditions and etc shall be considered
as racketeering. l.e. commission of any kind of, even forcible, crime in order to get a benefit
under the circumstances envisaged by the Article 17' §1 of the Criminal Code of Georgia, is
considered to be racketeering.

As for racketeering group, legal entity, as well as any union of physical or/and legal persons,
being an organized group. by its form, connected to racketeering with their activities shall be
considered as such.

Following sing of objective element of the crime under consideration is any other kind of
participation in the activities of racketeering group, which means supporting (not governing) the
activities of the racketeering group, by concealment or committing any intentional crime in order
to get an income for instance.

Illegal settlement of disputes between racketeering groups or a racketeering group and other
person means, that the racketeering group settles such disputes willfully, in absence of proper
legal grounds, i.e. plays the role of a judge. Such disputes are property-related as a rule. The
above mentioned format — “Illegal settlement of disputes” — is one of the characteristic features
of criminal underworld. Although while participating in settling the disputes racketeer does not
play a role of unilateral judge (in contrast to thieve in law), he is the participator of the process
together with other racketeer.

In case of existence of dispute between racketeering groups at least two racketeering groups

should be involved in the dispute, any other person is a physical person (14 years old,
responsible).

88



Itis very interesting, that according to Georgian scientist-lawyers “disputes between racketeering
group should be differentiated from criminal inquiry (Article 223"). In case of criminal inquiry
the member of criminal underworld settles the dispute emerged: between two or more persons
and this inquiry should be accompanied by threatening, coercion, intimidation and other illegal
actions (for instance: mockery and degrade), in contrast to racketeering inquiry. Besides, in case
of criminal inquiry the dispute is settled by the member of criminal underworld acting and
settling the disputes according to “criminal laws”, while racketeering disputes does not fall under
the jurisdiction of any law established beforehand” [1, 320]. = So that racketeering inquiry may
be even more severe, to which I cannot agree, as settlement of disputes in this case carries the
same character and components and does not differ from the moment whether it was apparent or
under impact of other persons (threatening, coercion, intimidation and etc), if the process was
apparent, visible format of “friendly conversation”. The point is that the statute of “thief in law”,
the fact of participation in inquiry by him and “necessity of decision” according to the “criminal
laws™ includes failure to comply with them, threatening, coercion, and intimidation.

Herewith, it is noteworthy that in practice in terms of material law the goal, scope of regulation
of counter-racketeering provision is still obscure, as it became problematic while demarcating it
from other forms of crime. Due to the abovementioned. reasons the new counter-racketeering
norms are practically stagnant. According to the information of the Unit of Statistics and
Information of the Supreme Court of Georgia, criminal cases related to racketeering have not
been examined in court proceedings: “In 2005-2007 cases under Article 17" and 224" of the
Criminal Code of Georgia has not been submitted”.

Abovementioned norm is special, criminalized form of organized group. According to Georgian
legislation, there is no general norm directed against organized crime. Abovementioned special
norms regulate only some concrete kinds of organized crime, but outside these norms there is a
large number of criminal actions without regulations.

The Article 224" of the law of July 15, 2006 may be considered as a positive step forward in
counter-racketeering norms, as due to the aforesaid innovation the norm was equipped with
sanction and formed an independent type of crime in private part of the criminal law, but it is
still uncertain what is considered as racketeering activities. Assuming that the legislator
considers the racketeering as one of the types of extortion, existence of two components of
extortion — general and special — is meaningless when we cannot distinct them from one another.

§1961 of the Law of “Rico™ establishes fairly extensive list of offenses that are considered as
“racketeering activity”. For instance, violation of the Law of “Hobs”, money laundering, murder,
hostage-taking, bribe-taking, international transportation of stolen objects, illegal obtaining of
credit and etc are considered as the abovementioned activities” [2,110].
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According to the Article 17" and 224" of the Criminal Code of Georgia and the Special Law on
Organized Crime and Racketeering the main sing of the racketeering is organized criminal
activity, and the high number of crime is the form of expression of aforesaid organization. “As it
is understood from the content of the Article 171 of the Criminal Code of Georgia, racketeering
is standing on the boundary of the institutes of high number of crime and organized crime.
Namely, according to the definition of racketeering, offender should act permanently and in an
organized way.”

The institute of “criminal agreement” is an effective instrument in fighting against organized
crimes, especially its upper echelons. It gives an opportunity to make the heads of organized
groups subject to criminal liability even in cases when they have not committed any “apparent
action”; it is enough to prove the fact that they are the member of “agreement”. Authors of
American Law of “Rico”, based on the statute of “criminal agreement” and provisions described
in them, developed new conception of “organized agreement”. One of the reasons to
effectiveness of the Law of “Rico” in connection to fight against organized crimes is the
conception of “organized agreement”.

“Organized agreement” became an important instrument in fighting against the leaders of
organized crimes. Despite the fact that they were governing the criminal groups, they violated
the law in person very rarely. “Rico” gave the formulation to the provisions of “criminal
agreement” in such way that it became possible to make a subject to criminal liability the person
who in fact governed the organized crimes.

According to the opinion of one part of Georgian scientists, “in order to fight against organized
crime effectively, the Article 27 of the Criminal Code of Georgia should envisage the notion of
criminal organization (union) and while developing the aforesaid notion we should build on the
main provision of “organized agreement” of the Law of “Rico”, especially in connection with the
issues related to determining the responsibility, as the scopes of responsibility of the Law of -
“Rico” became the basis for fair punishment of the leader of organized crimes” [3,10].

According to the Article 27 §3 of the Criminal Code of Georgia and the note to this Article the
notion of organized crime includes organized group as well as criminal organization. Simply
saying, Georgian legislator combined these two different phenomena in one notion.

Conclusion

In the end, we can conclude that counter-racketeering provisions did not fit effectively in the
system of Criminal Code of Georgia and existing legal institutions. Their scope of regulations is
uncertain. As the present analysis shows, critical remarks expressed against counter-racketeering
provisions of USA has not been taken into consideration in Georgia and the progressive
conceptions of the Law of “Rico” has not been transmitted properly. In the process of reception

90




of legal institution it is most important to take into consideration the content and not the form. -
! Unfortunately our legislator reflected in our counter-racketeering provision the form and not the

- content of “Rico”. Due to all abovementioned, counter-racketeering provisions are practically

stagnant nowadays and there is a danger for them to turn into dead composition.
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Tourist Service and the Legal Basis of Its Regulation
Introduction

Tourism as the important part of Business Activity, International Links or Economics of the
country, needs special legal regulation. Tourism Industry is able to contribute to consolidation of
peace and development in the country, with the way of Approximation of Cultures and
Environment, Diversification of Economics and Revenue Growth. This sphere has been
established on the contemporary stage, as the most rapidly developing field of Economics which
importantly ensures the inflows of Foreign Currency, creation of jobs, Poverty Reduction,
Social-Economical wellbeing of the population and accordingly, expedited development of |
Economics in the country. Tourism creates new jobs more quickly than other fields of
Economics and gives balancing tool of growth of economic opportunities. Development of the
National Strategy and reasonable introduction of legislation in this direction by the State
importantly stimulates Tourism Development.

Legal Regulation of Tourism Services

Regulations of the issues connected with Tourist Service on the international level are on the
basis of Conventions and International Contracts and Agreements. There was made the important
solutions in International Society about Tourism Development in the Helsinki Agreement signed
on August 1, 1975. The World Tourist Organization is based at United Nations Organization
which was established on January 2, 1975. It is the most recognized and known organization in
Tourist World. The aim of the mentioned Organization is development of such norms and rules
which will simplify the tourists exchange in International Society.

Manila International Conference about Tourism held in 1980 appeared to be the important event
in activities of the World Tourist Organization. Representatives of over 100 countries
participated in it. The Conference reviewed such important issues as: Responsibility of States for
Tourism Development; regulation of demands and proposals; training of specialists for Tourism
Industry, etc. [3, 19].

In 1985 Tourism Charter and Tourist Code were accepted on the sixth Session of the General
Assembly of World Tourist Organization. The Charter and the Code were recognized by the
Member States of this International Organization. The Parliament of Georgia foresaw the great
value of the membership of Georgia in World Tourist Organization for accelerating Tourism
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Development in* Georgia; it adopted the resolution about Tourist Code Recognition and the
Charter of World Tourist Organization on January 27, 1994 [3, 20].Tourist Charter and Tourist
Code are the important International Agreements identifying the trends of Tourism Development
and showing the place of Tourism in the life of International Community; both documents
consist of 14 articles which include all directions of Tourism and the rules of a tourist’s behavior.

At the first Parliamentary Conference in the field of Tourism held in April of 1989 in Hague was
noted that Tourism contributes to enhancing of mutual understanding of people and individuals,
it presents the most important element of consolidation of peace |3, 7].

On October 1, 1999, on the General Assembly of World Tourist Organization was adopted
“Global Code of Ethics in Tourism”. This document is based on the ideas of the current Codes
and provides guide of Sustainable Development of the World Tourism [1,211).

National Laws regulating Tourism are introduced in a lot of countries where are defined the
basic concepts and principles of development.

As for the Institutional Arrangement and Legal Framework of the field of Tourism in Georgia:
Nation Agency of Tourism of the Ministry of Economy and Sustainable Development is the
Executive Authority of the field of Tourism of Georgia. The main functions of the Ministry of
Economy and Sustainable Development are: *ensuring Sustainable  Economic Development,
creating the Favorable Business Environment for undertakers, developing the infrastructure of
communications, touring and transport.and promote of transit potential of the country. There was
realized the liquidation of Resorts and Sub-Institution-Tourism Department of the Ministry of
Economy and Sustainable Development of Georgia, from August 10, 2010, by the Resolution of
the Government of Georgia, and as its assignable, there was created Legal Entity of Public Law —
The Nation Agency of Tourism in Georgia, whose goals and objectives are: forming and
realizing the State Policy of Tourism Development in Georgia on the basis of the Tourism
Development, opportunities for new employment and the growth of Export Revenues in the
country, promoting Human Resource Development in the Sphere of Tourism and Infrastructure.

Now let us get acquainted with the Legal Framework of Georgia in correlation with this issue: in
1997-1999 many laws and normative acts were adopted in Georgia with the purpose of legally
ensuring this field. In 1997, the Law of Georgia “On Tourism and Resorts” was adopted that is
the fundamental act in Legislation of Tourism and Resorts. Although, it should be noted that at
the time of adoption of the mentioned law the country was facing difficult and different from
today Economic and Political Situation. Tourism is famous as the rapidly developing field in the
World; it is clear that this development is followed by many changes which should be as
consistent with economic and political development of the country. Regulation of Tourist
Activity and Politics of Tourism Development in the country should be conducted by the Organ
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of Executive Government of the field — Nation Agency of Tourism of the Ministry of Economics
and Sustainable Development, but outdated Legal Base restricts the ability of spectacularly °
directing of this activity. The Law of Georgia “on Sanitary Protection Zones of the Place of
Resorts and Health Resorts” adopted on March 20, 1998 is also very important. The law of
Georgia “on Arrangement of Accounting the Tourists, who are incoming in Georgia and
outgoing from Georgia” was also adopted on December 24, 1998. The Law of Georgia “on
Promoting of Development of Free Tourism Zones, adopted on October 26, 2010 is also very.
important. Its purpose is Tourism Development and Promotion of Entrepreneurship in Georgia,
for which this law establishes the conditions in Free Tourism Zones, for building and
Functioning the Hotels, also Tax and other benefits. As for the Civil Legislation of Georgia: the
eleventh chapter deals with exactly Tourist Service in the Civil Code of Georgia.

The document formed between a Travel Agency and a traveler is the legal tool of security for the
both parties. That is why it should be profitable and safe. A traveler must know what the legal
right he/she has, but a Travel Agency must know what a traveler can demand for it and what
unforeseen expenses may be laid on it according to the demand of the second party of this
agreement. Tourism Agreement defines the rights and responsibilities of the participants of the
communication of service and regulates specific areas of service with other similar agreements
of Bank Service, Transportation and Moving and Expedition Vehicle; the subject of this
agreement is the provision of non-defected travel. The parties of Tourism Agreement are: on the
one hand, an arranger of travel and on the other hand - a tourist. In the article 657 of the Civil -
Code of Georgia is marked that Tourist Enterprise presents the Travel Arrangement, ergo the
legislator considers the Travel Service as the Industrial Activity; therefore, the arranger of travel
may be only Enterprise, which realizes the accordance of Industrial Activity with the protection
of the requirement of the Law “on Entrepreneurs” in the sphere of Tourist Service. The
mentioned agreement is the bilateral consensual agreement where the one party - Tourist
Enterprise has to arrange travel according to the condition foreseen with this agreement, but the
second party — the tourist has to pay the respective amount to the arranger of travel in the term
fixed in the agreement. The Consensual Nature of Tourism Agreement is that it is valid only
after freedom of will and from the moment of signing the agreement by the parties. It should be
noted, that the regulated norms (the articles 657-667 of the Civil Code) of the agreement of
Tourism Service do-not include the direct reference about the form of the agreement in the Civil
Code of Georgia, but with the content of adequate articles and the observer practice there turns
out that it must be signed in written form and even the simple written form is enough for the
authenticity of such agreement. However, it is also possible to draw up such agreement with oral -
form, but in this case the parties will not feel themselves secure, in view of the fact, that if one
side violates the taken commitments and then refuses the existence of such agreement, because
of being the agreement in written form, settlement of disputes of similar type is related to the
whole range difficulties in the practice.
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In Georgia the biggest difficulty in Tourist Service is the fact that calculation of incomes
received from Tourism cannot be implemented in our country today. Because of the lack of
mechanism of regulation and appropriate Accounting System, the incomes received from rented
premises by the private persons in the resorts cannot be recorded. Everything this leads to the
fact that funds in fact included in the budget of the country from Tourism are very limited, or it is
not in compliance with the number of incoming tourists. The given problem can be solved by the
World Tourism Organization with the other International Organization in Georgia by studying
the system of Satellite Accounting of developed tourism, with adaptation for Georgia and then
by its introduction in the country.

The most important instruments of the State Regulation of Activities of Tourist Organization are:
standardization, licensing and certification. So the State must define the methods and criteria of
evaluation of degree of activities, in order to ensure a customer the comfort and service meet
strictly defined rules and standards accepted by him/her. Despite the fact that the State Politics of
Tourism of Georgia is quite effective and dynamic for today, there is much work with the
mentioned direction, these are: from this point of view, development of more liberal mechanism
of taxation as well as introduction of strict standards of licensing is very important. Particular
attention should also be given to the question of certification of hotels, which should be the
guarantee of stability for an owner, but the good opportunity of supplying the information on the
quality of existent service for a customer.

Conclusion

Together with all the above mentioned, we should not miss out of sight the fact that the existing
legislation needs serious overview, because it no longer responds to the modern requirements
and realities. In the last decade the new directions of tourism, the new technologies and the new
requirements became urgent; that is why for Tourism Development in Georgia it is necessary to
revise the existing law and propose the relevant amendments, in order to harmonize it with the
Current Legislation of Georgia as well as with International Requirements and Agreements, It
should also be noted that Tourism Development will be impossible without multi-sector
cooperation; that is why it is desirable to revise the relevant sector legislation from time to time
and carry out the appropriate changes. In the sphere of Tourism, in addition to legislation, it is
very important to form the well-thought-out regulatory system and the documents. Regulatory
Framework should be as simple as possible; although, it should foresee the protection of interests
as of the State, also Users and Suppliers. Such Action Plan would bring all efforts directed
towards Tourism Development in the United Coordinated System, which will increase the
efficiency and save resources and time.
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Jury Trial Institute in Georgia

Introduction

Since the early 1990 s Georgia’s judicial system has become one of the most corrupt institutions,
distrust of which has become a tradition in society. Unfortunately, even in the 21 century the
judicial system cannot manage to restore the prestige in society.

Judicial reforms began in Georgia since the 1990s, in particular, by the President’s leadership
was established the high Council of Justice, the process of appointing judges became stricter,
changes were made in the legislative database [3, 1], but in light of these reforms there have not
been done any effective measures to modernize the judicial system so far. The main changes in
terms of reform began in 2003 — since the Rose Revolution. That was expressed in the dismissal
of several judges from the position, the pay rise and lowering the working age for judges.
Though, the judicial rating has not increased in society. That is why this problem has became the
major preoccupation of the government. The way-out from this difficult situation was found in
the transmission of innovations from the domestic legislation of western democratic countries in
Georgia. That is the way how the jury appeared in the Georgian justice system. The indicated
institute is considered as the highest expression of democracy in a number of Western countries.

Body

In this review I will try to discuss in detail the advantages and disadvantages, as well as the
obstacles that these innovation lead and what may come in the form of problem in Georgian
reality.

Before the introducing this novelty in Georgia, a very interesting research was conducted in the
local population. First of all researches aimed at determining the readiness of Georgia society
towards the incorporation of the new Institute of Justice. Studies have shown very interesting
results in the form of statistics, outlining the main trends in the society. It should be noted that
according to the research, in general, community is more or less informed about the institute, but
the public is less informed about the introduction of this institute in Georgia. In general, taking
into consideration the fact that there is not any kind of confidence towards the judiciary, public is
looking at this institute with a hope - as a solution to the problem.

It is an interesting fact that the public opinion was divided into several parts, those who are
below the poverty line for them it is all the same, because they look at all news with a hope; and
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for them who are strong economically, all novelties are potentially dangerous. As we see, the
approach of public to this novelty is different. The fact is, society looks at this institute with a
hope; moreover, some of them regard it as a'means of reducing the level of democracy.
However, considering the risk and disadvantages, the part of the community has a negative
attitude towards this novelty. According to the general trends, the society’s attitude towards the
jury is more positive than the expectation that this institute will work in Georgian Reality.

According to the researches, there was highlighted the skeptical attitude towards the society’s
readiness for the reform and the hypothesis was revealed that the illegal public mentality will
impede the normal functioning of a jury trial. We can clearly conclude that it is necessary to
prepare the society before introducing the novelty. It is necessary to increase legal education in
society: otherwise, in Georgian reality this institute will work like “mobile phone in the Stone
Age.” We can say that the introduction of jury trial appears as a social order. However, this
requirement is not for the fact that this institute will be the highest standard of formal democracy
in Georgian legislation, but for the certain court decision made by jurors — they must be fair and
impartial [6, 28].

The changes for introducing jury trial began in February of 2004. Particularly, the changes were
made in the Article 82 of the Constitution but it was impossible to take any affective measures to
activate the institute until 2008.

In 2009, as a result of intensive work of legislative body, the above mentioned institute came into
force in stages. In fact, the jury trial came into force in Georgia in 2010. Perhaps it was limited to
the specific types of crimes committed in the specific territorial unit.

The question arises — did the government introduce the jury trial in order to raise the level of
democracy or to increase public trust in a court? There are no answers to these questions due to
the fact that this institute has not yet been fully adapted to the Georgian legislation. The
estimation of this institute will be possible only from 2013 when it entirely comes into force. The
estimation of the results will take approximately 10 years at least. It certainly is quite a long
time. Accordingly, it is connected with big risks because if this institute does not work in
Georgian reality, the image of Georgian Court will come into discredit.

Here is my answer to the above mentioned questions: is jury trial more democracy or
improvement of the Court image? I think the government adopted this institution in the domestic
legislation in order to show everyone the high level of democracy in Georgia. In my opinion, it
was not necessary to introduce such an expensive institute in a country with such a small budget
like Georgia. Public confidence to the court will be restored only in the case of free and
independent judiciary. The government could create an independent democratic Jjudiciary instead
of corrupt judge system. In this way it would be easier to regain public trust in court than to
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expend colossal amounts of money for introducing such an institution that will work or not in
Georgian reality.

Let us consider briefly one by one the main advantages and disadvantages of jury trial in
Georgian reality and make conclusions based on the information.

Advantages of jury trial:

V' More democracy — the fact of introduction of this institute significantly raised the level of
democracy in Georgia from the perspective of other countries. »

v' Jury trial institute was considered to the beacon of democracy in a number of western
countries. This institution has succeeded in a country like United States; it is most likely to
work in Georgia as well.

v'In terms of this honor, it is certain that from the defendant’s point of view it will be more
objective if they will be judged by people like themselves rather than judges acting like
“justice robots.” It is more difficult make influence on them than on ordinary men.

vt is also a positive fact that the number of jurors is 12. Obviously, it is more difficult to
manipulate and bribe 12 people than one judge whose salary is financed by the state budget.

v’ Judges receive salary from the state while jurors perform their duties honestly. This fact
raises public trust to them.

v' From the defendant’s point of view, it is edsy to reach a justification verdict from jurors by
the manipulation of human feelings than in the case of an experienced judge.

V' On a jury trial people are involved in justice which increases their confidence. Besides, if
desired results are not achieved concerning justice rating, the society can no longer claim the
government because they were involved in justice as ordinary citizens.

V' When a person commits a crime, it affects not only the state but also the society. Due to this
novelty, criminals are judged by public for the action that hurts the whole society.

v

The greatest honor of the mentioned institute is that it increases competition on the trial as
each side has equal power to prove his truth to jurors.

Disadvantages of jury trial:

After we have discussed the advantages of jury trial now let us move on the consideration of
disadvantages that accompany the denoted institute.

v

v

Jury trial is particularly expensive. For example in America each process is associated with
huge amounts of money. Accordingly, it is doubtful to transmit such a luxury institute in the
country with small budget like Georgia.

The high risk of non objectivity. Some defendants prefer to be judged by well experienced
judge rather than 12 citizens with no legal education.
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On the jury trial it is possible to release a murderer by the manipulation of human values.
There is high probability of such kind of action particularly in Georgia considering Georgian
mentality. (E.g. The trial of 0.J SIMPSON in 1995 in the USA.) ‘
On the jury trial the principle of competition is protected that arises another problem — the
winner of the trial becomes that who has a good lawyer. A good lawyer requires a great
expenditure of money. Correspondingly, those who do not have money to take a good
lawyer could not win the trial. That is injustice.

There is most likely a danger in Georgia that judges can be bribed. Georgia is a small
country where everyone knows each other. Georgian character must also be taken into
consideration — everyone wants to know the fate of the accused.

We must also consider the fact that just 10 years ago in Georgia there was-a group of people
with a criminal mentality whose roots remain even nowadays. Therefore, it is doubtful how
this type of society will accept such an institute like jury trial.

A good example will be the terrible fact that took place in Georgia (Gldani) when the
husband cut a head from his wife’s. lover. If we image virtually the jury trial in this case [
can say with certainty that each of Georgian jurors will find a defendant not guilty.

The process of giving a verdict is very risky because 4 jurors’ agreement from 12 is enough
for finding a defendant not guilty.

Itis also a very problematic issue that jury’s decision is final. If jurors find a murderer not
guilty a judge is obliged to release a defendant.

Institute of unjustified challenge on jury trial is a direct expression of non objectiveness.
Having everything this in mind we can conclude that the jury composition is artificially
formed by the parties; the party that makes better calculation will be the winner. Thus, jury
trial resembles a game. In my opinion, it is illegal one’s fate to depend on the game when we
speak about 25 years imprisonment or life sentence.

Jury trial is more expansive than a usual trial. Those who do not have costs for
compensation will be judged by judges with the exclusion of any jury trial. That ignores the |
principle of equal access to the justice system for each person and leads to bias.

Considering the objective reality of Georgia, it is doubtful how it will be possible to protect
the privacy of jurors.

There is a danger that by introducing this institution the government is trying to avoid public
protest to the government engaging people in the process of judiciary. If there is not restored -
the court rates in the community.

If this institution does not work, it will cause violation of thousands of defendants’ rights.

In the case of unlawful conviction, the state can refuse to pay the compensation for
rehabilitation indicating that it was the society not the state who judged a defendant. In this
situation the community cannot distribute any compensation. s
There is a high probability of media impact on jury regarding well known cases. This raises
the level of bias.
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V' If we take into consideration the fact that the society does not believe in impartiality and
rightness of the decision made by a judge with 25 years of experience, it is doubtful that the
same community will believe in the verdict adopted by ordinary legally uneducated citizens.

v The probability of manipulation of jurors is much higher than that of judges.

v' Gradual introduction of this institute in Georgia is also an extremely problematic and
important issue. Let us imagine two murder cases in Tbilisi and Mtskheta (the distance
between these two towns is only a few kilometers). In Tbilisi this kind of crime is judged by
jurors whereas in Miskheta it is judged by the regional court. In the case of jurors the
probability of verdict of not guilty is much higher. That means if the resident of Miskheta
decides to kill someone, he prefers to fulfill his decision in Thilisi where he is more likely to
be justified. This certainly is absurdity and embodiment of human discrimination.

V' Through this institute it is freely available to release a murderer, which I assure you, does
not contribute to the increase in court rating.

Y"1t is also worth mentioning the fact that a modified version of modern jury trial existed in
Georgian reality during the Soviet Union. Then they were called “Public Jurors”. We must
consider the fact that the institute did not work in Georgia and was cancelled. This is the
most likely reason for us to believe that this institute cannot be settled firmly in the roots of
today’s reality.

Conclusion

After we have reviewed the advantages and disadvantages of the above mentioned novelty, it can
be concluded that the introduction of jury trial in the Legislation of Georgian is a natural
extension of the process which began in 2003 after the Rose Revolution in Georgia.

In my opinion, it would be better to save money instead of introducing such an expansive
institute and create independent judiciary and not to-intervene in the prerogatives of a judge. If
the government does not stop the interference in the activities of the Court — with or without a
jury, the court cannot restore the confidence of society.
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Cybercrime Problem in Georgia and Foreign Countries
Brief History Introduction

As an object of scientific observation, cybercrime has its origins coming from the late 20"
century, eventually when computers were invented. Now essential to modern life, computers and
other Internet-connected devices have also become increasingly important to criminals who steal
information, commit fraud and stalk victims online. Computers are used not only for committing
crime but, thanks to the burgeoning science of digital evidence forensics, also to combat crime.
During the period when computers became affordable, law enforcement agencies of the world
faced the dawn of the IT era with growing concern about the deficiency of criminal laws
available to combat computer crimes [9]. Eventually, massive popularization of computers
resulted in the arousal of serious threats not only to banking operations, copyright and normal
functioning of public services, but also to the national security [4]. According to the statement of
FBI, the annual losses to the businesses in the United States alone estimated $67 billion and
these numbers are still growing”. Mirroring the international openness of the internet,
cybercrime is a transnational phenomenon [8]. *

Definition of Cybercrime

Cybercrime, or computer crime, refers to any offence that involves computers or network.
Cybercrimes are defined as "Offences that are committed against individuals or groups of
individuals with a criminal motive fo intentionally harm the reputation of the victim or cause
physical, financial or mental harm to the victim directly or indirectly, using modern
telecommunication networks such as Internet and mobile phones". Computer crime captures
within its scope a broad range of illegal activities. Generally, they may be divided into two main
categories:

e Crimes that target computers directly
o Crimes facilitated by computer networks or devices, the primary target of which is

independent of the computer network or device [11].

Majority of Cyber offences consist of spam, fraud, obscene or offensive content, harassment,
drug trafficking, and cyber terrorism, cyber warfare.
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High-Tech Criminals and how they use computers for criminal purposes

High-tech criminals, a.k.a. hackers, have also created their own crime courses. While some “old,
fashioned” delinquents seek the same ends as more traditional property offenders, modem
technology  gives new age criminals (hackers) totally new criminal possibilities. They use
computers to achieve their illegal sources of income, virus attacks and other cyber offences.
Computer crimes are divided into three main categories:

First, the computer can be used as a storage or communication device whereby information can
be created, stored, manipulated, and communicated electronically. In this instance, the computer
is incidental, since it is not required for a crime itself but is used in some way that is connected to
criminal activity; for example financial records that are kept on a drug dealer’s computer.
Second, the computer can be used as an instrument or a tool of crime. In this case, the computer:
is used to commit traditional offences, such as the printing of fake money or forging official
documents, or newer computer crime offences, such as the distribution of child pornography or
phishing websites on the internet.

Finally, computer can be used as a weapon to commit attacks on the confidentiality, integrity,
and availability of information, including theft of information, theft of services, and damage to
computer systems. This type of computer crime involves the widespread problem of viruses and
other forms of siege attacks, such as those referred to as “denial of service” (an attempt to make -
a computer or network resource unavailable to its intended users) attacks. It is often committed
by so called “Cyber Vandals”. An increasing number of electronic siege attacks employing some
form of cybercrime have initiated against organizations world-wide in recent years [1].

International Legislation on Cybercrime

With the growth of computer crime, it has become necessary to implement regulative acts
against cyber offences. In this period, several conventions took place and anti-cyber-crime
legislations were adopted. However, despite the clear need for international cooperation on
cybercrime, there is yet no genuinely global multilateral treaty (convention) dealing with this
issue. ‘
The Secretariat of the United Nations Office on Drugs and Crime (UNODC) prepared draft
materials concerning cybercrime for the Twelfth United Nations Congress on Crime Prevention
and Criminal Justice. It has suggested that “the development of a global convention against
cybercrime should be given a careful and a favorable consideration”. But the United Nations
Congress rejected a Russian-backed proposal of a treaty on cybercrime, despite widespread
agreement that closer international cooperation is vital in a world more closely connected by
global computer networks [13].

Currently, the main international convention on cybercrime is the Council of Europe‘s .

Convention on Cybercrime which was signed in Budapest in 2001 and forced in 2004. In 2010,
the Convention on Cybercrime was signed by forty-six states and ratified by twenty-six. Though
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the Convention was drafted under the aegis of the Council of Europe, it is open for signature to
non-members (the United States, Canada, Japan and South Africa). However, it cannot be
referred to as a global convention. The Convention gives a list of crimes signatories of which are
required to be implementing in their domestic faw. The Council of Europe’s Convention on
Cybercrime has now been in force for more than seven years and has the widest coverage of any
international agreement dealing with cybercrime. The signature is open to countries which are
not members of the Council of Europe, and four non-European countries have signed it already.
Currently, scientists and scholars are discussing role of Convention on Cybercrime in
development of legislative global standard.

Transnational Cybercrime

The traditional concepts and methods of terrorism have taken new dimensions, which are more
destructive and deadly in nature. This new age terrorism is called “cyber terrorism”. In the age of
information technology the terrorists have acquired an experience to produce the most deadly
combination of weapons and technology that will take its own toll, without proper attention from
law enforcement agencies. The damage produced from cyber terrorism would be almost
irreversible and most catastrophic in nature, The definition of "cyber terrorism” includes an
intentional negative and harmful usé of the information technologies for producing destructive
effects to the property of others, whether tangible or intangible. For instance, hacking of a
computer system and then deleting the useful and valuable business information of the rival
competitor is a part and parcel of cyber terrorism.

The most widely cited paper on the issue of Cyber terrorism is Denning’s Testimony before the
Special Oversight Panel on Terrorism (Denning, 2000). Here, she makes the following
statement: “Cyber terrorism is the convergence of terrorism and cyberspace. It is generally
understood to mean unlawful attacks and threats of attack against computers, networks, and the
information stored therein when done to intimidate or coerce a government or its people in
furtherance of political or social objectives. Further, to qualify as cyber terrorism, an attack
should result in violence against persons or property, or at least cause enough harm to generate
fear. Attacks that lead to death or bodily injury, explosions, plane crashes, water contamination,
or severe economic loss would serve as examples. Serious attacks against critical infrastructures
could be acts of cyber terrorism, depending on their impact”[3].

There are four forms of cyber terrorism:

o Secret information appropriation and data theft: The information technology can be
misused for appropriating the valuable Government secrets and data of private
individuals and the State and its agencies.

¢ Destroying of e-governance base: The aim of e-governance is to make the interaction of
the citizens with the government offices hassle free and to share information in a free and

transparent manner.
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¢ Distributed denial of services attack: The cyber terrorists may also use the method of
distributed “denial of services” (DDOS) to overburden the Government and its agencies
electronic bases. This is made possible by first infecting several unprotected computers
by way of virus attacks and then taking control of them [6].

* Network damage and disruptions: The main aim of cyber terrorist activities is to cause
networks damage and their disruptions. This activity may divert the attention of the
security agencies for the time being thus giving the terrorists extra time and achieve their
task comparatively easier. This process may involve a combination of computer
tampering, virus attacks, hacking, etc.

Some Cybercrime Cases

Recent cyber-attacks have proved that even strongest firewalls (software protection against
cybercrime) are sometimes ineffectual against professional hackers. A common axiom for any
digital protection is that it can be always broken. Here are examples of most terrifying and costly
cyber offences [10]:

1. US vs Osowski (2001) - Geoffrey Osowski and Wilson Tang were each sentenced today

to 34 months in prison for exceeding their authorized access to the computer systems of

Cisco Systems in order to illegally issue almost $8 million in Cisco stock to themselves.

Juvenile that was sentenced for successfully releasing a cyber-attack against Microsoft

Corporation in 2005 [7].

3. Kevin Mitnick hacking IBM, Motorola, NEC, Nokia, Fujitsu Siemens and other
corporations [1].

o

If such enormous software corporation, as Microsoft were victimized by the juvenile hacker,
how can we be sure that someday a hacker with some mental disorders would not breach the
nuclear weapon control panel?! )

Cybercrime in Georgia

Process of computerization in Georgia started later than in Europe and North America. Personal
computers were quite uncommon in houses of Georgians until the beginning of the 21* century.
That is why the process of entry into era of cybercrime has been postponed in our country.
Another factor which slowed impact of hi-tech criminality is lack of accessibility of Internet in
Georgia.

Nevertheless, today we have already encountered some cyber offences, concerning copyright

violations and software piracy issues. There were also several incidents related to website
hacking. Such offences are leading to considerable economic loses. However, Georgians have
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not felt grave consequences of serious computer crimes such as cyber terrorism and cyber
warfare, but unfortunately, this process is ongoing. In order to stop the further growth of
cyberspace criminalization, Georgian law enforcement agencies must consider computer crime
as a serious threat. If proper preventive, organizational and legislative measures are not adopted,
in the nearest future Georgian economy and éven national security might be endangered [2].

Penal Code of Georgia has chapter XXXV “COMPUTER CRIME” and chapter XXXVII
“TERRORISM?” that include 4 articles that are related to the cybercrime:

Article 284. Illegal Access to Computer Information - Illegal access to the computer information
protected by law, i.e. the information reflected in data-carrier, computer, computer system or
their network that has caused a loss, blocking, modifying or copying of information or
malfunctioning of the computer, computer system or their network.

Article 285. Creation, Use or Circulation of Computer Damaging Programs - Creation of the
program that damages computer or entering changes into the existing system that intentionally
gives rise to any non-sanctioned loss, blockage, modification or copying of information or
malfunctioning of the computer, computer system or their networks, as well as the use or spread
of such program or a data-carrier replacing such program.

Article 286. Violation of Rule on Maintenance 6f Computer, Computer - Violation of the rule on
maintenance of a computer, computer system or its network by the one who had access to the
computer, computer system or their networks, that through negligence has caused a loss.
Modification or copying of the computer information protected by law, or that has caused a
substantial damage [5].

Article 324 (1). Cyber terrorism. Cyber terrorism is defined as "illegal acquisition of computer
information protected by law, its use or threat of use, which poses the threat of grave results, and
violates public security, state strategic, political or economic interest, committed with the
purpose of coercing the population and/or influencing the state agency."

The article was amended to the Criminal Code in July 25,2006 (amendment No.3530).
In 24 SeptemberVZOIO Georgia Parliament adopted next amendments in Criminal Code:
V' Criminal Liability of legal entities for cybercrime;
v Improved article concerning rights of intellectual property;
’

Amendments were included in the article “child pornography”;
Amendments were included in the article “illegal access to computing system”
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v' Amendments were included in the article “illegal usage of computer data or/and computer
system”

Conclusion

High-tech crimes pose a special problem to law enforcement agencies of the whole world for two
reasons. First, these crimes are not easily detected since the offenders can quietly commit them
from any computer terminal; usually in comfort of their own homes. Second, while a few
organizations have mobilized to attack high-tech crime, most law enforcement agencies are not
equipped well enough to deal with this phenomenon. It is clear that the police forces of the future
need to address this problem by concentrating on detection and by arming themselves with
technological tools necessary to deal with it.

Modern Georgia lacks specialists in the field of cybercrime. Cyber criminals and cyber terrorists
among them could use this factor to their advantage. No literature is available for next
generations to learn from. This problem should be solved as soon as possible, before Georgians
face grave problems.
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Peculiarities of Management of the Higher Education System of Georgia

Higher education is one of the important units and constantly developing components of the
education system. A lot of considerable changes and reforms have been carried out in higher
education system of Georgia in the recent years. The legislation regulation of the education
system significantly changed in 2004. Georgia joined the Bologna process at Bergen summit in
2005.

The Parliament and government of Georgia define the higher education state policy, though they
are implemented by the Ministry of Education and Science of Georgia. On the other hand, the
Ministry defines certain rules of execution of regulation and policy for its own system bodies as
well as for higher education institutions.

129 higher education institutions operate in Georgia, out of which 20 are state and 109 — private.
Among the operating higher education institutions 52 are accredited, out of which 20 are legal
entity of public law and 32 — legal entity of private law.

Seventy per cent of accredited higher education institutions are located in Tbilisi and the rest of
them in the regions. In accredited higher education institutions at all three levels (three cycle
degree studies) and one level medical program study about 85 thousand students and over 6,6
thousand professors and teachers provide their education.

Regulation of the higher education system of Georgia is mainly implemented by the Law of
Georgia on Higher Education and the rules in accordance with the resolution of the Ministry of
Education and Science of Georgia.

Law of Georgia on Higher Education, adopted on December 21° 2004, regulates the
implementation conditions for educational and research activities of higher education
institutions, the principles and rules of higher education management and financing, defines the
status of all higher education institutions and the rules for their establishment, operation,
reorganization, liquidation, licensing and accreditation.

The types of higher education institutions in Georgia are as follows: 1. University; 2. Institute
(School of Higher Education). 3. Collage. A higher education institution may exist as a legal
entity of public or private law. Nowadays, quantitatively most prevalent are higher education
institutions registered as legal entity of public law. On the next place are higher ed\.Jcation
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institutions formed as limited company and least of them are institutions formed as non-profit
legal entity. State is allowed to establish a higher education institution only in the form of legal
entity of public law, although by the law amendment from 2010-2011 academic year the state
may establish an institution in the form of non-profit legal entity.

In accordance with the active legislation and the demands of the Bologna process, academic
higher education in Georgia is a three-level system:

o First level (Bachelor’s Program) ~ educational program which consists of at least 240

credits.

e Second level (Master’s Program) - educational program which consists of at least 120
credits.

e Third level (Doctoral Program) — educational program which consists of at least 180
credits.

The basis of the state economic growth and the improvement of citizens' well-being are business
development, improvement of its functioning mechanisms and increase of numbers of employees
in it. As a result of transfer from the planned economy to the market economy, it is possible and
had an opportunity to develop small, medium and large businesses. As the examples of countries
developed market economy show, improvement of medium and large businesses made the
demand for qualified business managers (administrators) and the so called top managers. It is
already a (formed) trend that world’s large or small corporations increase the demand for
qualified managers. Namely this trend resulted in increasing the number of MBA
students/applicants. Globalization and economic integration have a great influence on business
and make it renew constantly and implement changes. Businesses are not located within two
countries and quite often are involved in transactions with foreign companies or individuals.

Preparation of administrators consistent to contemporary requirements becomes the actual task
around the world. Hence, creating programs appropriate to modern standards become necessary,
in order Georgian citizens to be able to travel abroad and become modern managers without
spending huge amount of money and compete with oversea trained managers.

All the actual businesses whether they are large or medium should take part in international trade
and other operations with certain dose, because it is a rare case when a company operates within
one country. This requires managers trained in Georgia to correspond to international level and
be able to implement similar operations with success and high-efficiency.

The goal of the Master’s program of business administration at any university in the world is to
prepare high qualified managers who will be capable to manage businesses on the world’s
developed markets under the current rapid pace of changes and high speed. To achieve this goal,
besides theoretical knowledge, students are required to obtain practical experience through
trainings/internships or other activities.
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The EU in the current years strives to achieve standardization. in the education system what is
known as the Bologna process. The main aim of this process is the standards of all the programs
offered to students by accredited higher educational institutions to be consistent with Europe
standards. The mentioned approach will facilitate graduate/postgraduate students to start work in
other EU member countries, in order potential employers not to find it difficult to check a
candidate’s qualification and knowledge.

Joining the Bologna process and aiming at creation of the education system corresponding to
European standards by 2010 is considered as a step forward for Georgia, but unlike other EU
member countries, Georgia faced more troublesome tasks as despite the date of accession to the
process (2005), the aim of all countries (bringing the education system to conformity with the
united standards) should be reached by 2010. Thus, the education reforms carried out in force
majeure situation may have negative results. Although the introduction of credit system and
setting the general requirements by the Ministry of Education and Science are step forward for
Georgia, it is necessary the frames and content of each Master’s (and Bachelor’s) course to be
determined in compliance with the European standards. This means that a student who is taught
corporate finances at any Georgian university should be provided with the same materials (that
are given to) as well as a student of any other European universities. So Georgia has to create the
education system appropriate to the Bologna process standards in a short term that undoubtedly
is a difficult task.

In the table below show the official data of the National Center for Educational Quality
Enhancement of the Ministry of Education and Science about higher education institutions which
offer MBA program (according to data of 2011).

Table 1: The number of higher education institutions according to territorial and legal
form whose academic programs include MBA programs (master of business
administration).

State Public Total Per cent
Thilisi 7 20 27 67,50%
Regions 9 4 13 32,50
Total 16 24 40
Per sent 40% 60% 100%

Source: National Center for Educational Quality Enhancement of the Ministry of
Education and Science.

Few years’ activities of the higher education reforms in Georgia are important in terms of
approach to the European space. As a result of the implemented reforms the accreditation system
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of higher education institutions has been introduced, the practice of enrolling students through
national exams and the European credit transfer and accumulation system (ECTS) have been
established, syllabi and curriculums have been improved, quality assurance system have been
developed and other. As a result of these increased competitiveness among universities which
reflected on the quality of learning.

Since higher education in the world is not an unchangeable but dynamic system, it is constantly
improved and brought in conformity to market requirements. Therefore, it is essential for
Georgia to keep pace with a rhythm of the world education and be focused on market demand.

It should be mention that it is already 2012 and consequently, this it is timely Georgia higher
educational system to be studied, including the existing business administration programs (also
MBA programs). Proposals and recommendations should also be prepared which will enable
universities to form their educational system in conformity with the Europe standards and gain
international acknowledgement.

References

I. “Law of Georgia on Higher Education. Legislation Herald. Parliament of Georgia,
December 24“’, 2004,

2. “The results of Higher Education Reforms - Descriptive report according to the Bologna
process”. 2008, Tbilisi. The International Institution for Education Policy, Planning and
Management” (EPPM).

3. Bering Summit, Bologna Process. 2005. Bologna process reports.

114 *



Aleksandre Azmaiparashvili
Grigol Robakidze University
I level student of the Master’s Programme in Business Administration

The Role of Social Media in Business

The latest tendencies indicate the greatly increased role of information in business as well as in
other spheres. Development of the Internet considerably accelerated business processes which
heightened the price of valuable information. Society is much more informed. This makes
manufacturers and managers use the ways which simplify the process of delivering their
products to society and brand development. Social media represents one of these ways which
itself is characterized as being fast-developing.” Forums, social networks, web-pages - where
music, images and videos are being uploaded, blogs, encyclopedic pages, etc. can serve as
examples of social media. Today, consumers’ and business attention is mostly on Facebook.
There are companies which use Youtube, Twitter, blogs, but mostly these serve as the promotion
of Facebook.

The difference between social and traditional media is that social media enables a consumer to
express his/her ideas, get involved into discussion with a company representatives; this give us a
positive effect what is expressed in increased loyalty of consumers and the brand development.
As we see, Facebook serves as marketing tool which is effectively used by large and small
businesses. The fact is that creating web page or making social media page is only beginning;
after what starts the real work. At this stage, this serves as placing oneself on the Internet space,
after which the balanced steps should be taken to reach the main goals of the company. As it is
known from marketing, choosing the exact segment is crucial for establishing oneself on a
market. In this case, Facebook has the capacity that enables us to advertise our product and
service which will be foreseen on the desired segment. Segments are chosen according to sex,
age, location and other data. The denoted capacity almost absolutely excludes purposeless budget
expenses. Though, together with advertising, developing certain business pages on a social
media is very important and this can be reached by standard methods and different applications.
It is very important not to miss the certain business goals in order to avoid wasting time and the
advertisement budget. For an effective usage of social media, it is crucial to accept certain
principles which will be discusses on an example of Facebook.

First of all, it should be admitted that social media implies two-way communications and
business representatives should try to establish straight contacts with consumers. In case the
business succeeds in this, the new ways of improving product and service qualities will appear.
In itself, it is good when the page is liked by many people and the chosen segment expresses its
approval. But the negative massages also demand attention from the company. In case, the
company accepts negative estimations and makes proper judgments, it will get a new ability to
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develop and win the customer loyalty. In other case, their loyalty may change for the worse. The:
worst results may be caused by deleting negative messages. This may lead to “Streisand Effect.”
This term comes from the attempt of the well-known actress Barbra Streisand to delete the photo
of her house from the Internet but this attempt caused the contrary effect; it Jed to more
spreading of the photo. Except the customers” comments, a company’s attitude and posts are also
very important. While promoting its product, business should try to avoid bringing too much
useless information; sincerity is also significant because it is not difficult to discover false
information on the Internet. In case the company finds such information and makes some
corrections, this will definitely raise the customer loyalty.

In order to estimate the consumers’ activity level on Facebook, organizations use the amount of
“Likes” as an indicator. It should be admitted that only surplus of “Likes” should not be the aim
of a company. “Likes” should express a consumer’s real interest and not only a one-time action.
For instance, from 1000 “Likes” 100 might be active. On the other hand, having 1000 “Likes”
might mean that the post may be shared by 5000 consumers. This depends on how much
consumers like the post. According to this, materials on business page should be interesting and
of a high quality. Often companies make use of different applications, which make the page
more entertaining and hasten the rise of consumer number. For example, it is possible to create
catalogue of the product and enable consumers to make orders without leaving their home place.
Companies either hire specialized marketing firms or do everything with their own forces. The
more difficult the application is the higher is the possibility of using those specialized firms.
Besides, some firms announce contests, for example on images. The winner will be awarded
with money and his/her image will become popular- and might be used for the brand
advertisement. This way was chosen by “Domino’s Pizza” page on Facebook. They announced
the best Pizza image and awarded the winner with $500 dollars. This activity resulted in many
new “Likes” and consumers for the company. The numerous segments of social media expect
interesting offers and something new; so, the company representatives should try their best to
satisfy their demands but without changing their marketing views.

Small business which really cannot afford holding immense marketing arrangements, currently
has a chance to accomplish desirable results in the frames of social media could it be the product
popularity or increased sales. For this, using standard functions of Facebook and putting
periodical advertisements on desirable segments are necessary, which also can be quite
affordable. As it has already been admitted, the most important is the right promotion which first
of all means the openness of the business and interaction between a company and a consumer,
Besides, companies should often renew their pages, could it be Facebook or any other social
network. Business page should be different compared with other competitors’ pages which can
be shown by the product strategy, page design, application diversity and its frequency. For
instance, on Dell’s Facebook page we often see the information about their new products.




While developing business pages of the social network, much attention is paid to such details as,
for instance, the refined title of the web-page instead of senseless figures. Besides, using other
standard functions is acceptable, such as posting the loyal client images, giving them the right to
tag themselves.

For large firms as well as for small ones developing relations not only with consumers but also
with the players of the industry who accomplish their activities should be priority. Relationships
with brokers increase the possibility of entering into profitable contracts. As for relations with
competitors, it supports making strategic contacts.

Social media is a new phenomenon and together with the success that was brought by the long
term experience in this sphere, some failures occurred as well. This was caused by the mistakes
from the side of companies while using social media. Problems are various, but we can single out
mostly spread ones. Let us begin with the firms which while joining the social media forget the
most distinctive factors — direct contact with consumers. Here occurs discussion about the brand,
evaluation of advertisement direction, etc. Often from the business side an immediate question
poses - how. the social network is going to grow its income. They also forget that people join
social networks in order to establish new contacts and feel themselves. as part of unification.
Besides, many small businesses do not estimate time properly. They think since the Facebook
page has already been created, their success is guaranteed. This opinion is absolutely wrong. You
should get a consumer interested in your product and in the promotion variety.

Establishing oneself in social media is also a responsibility and business representatives,
especially marketers, should acknowledge this perfectly well. Another common mistake is that a
company does not take into consideration one of the reasons why people involve themselves in
the social media — relaxation and entertainment. Therefore, we can consider that a company
should not bore consumers with monotony, but try to keep their high spirits without changing the
main theme. Company actions should not become automatic, but often offer novelties to
consumers. Other common mistakes are: creating standard web pages for business, incomplete
information, ignoring relevant statistics, ripped logos instead of posters, etc. All of these have a
negative effect on a company image, this works especially for big companies which already have
their segment. On the other hand, for small businesses such mistakes are less risky, especially in
the first period. Among privileges of small business should be admitted the possibility of direct
and rapid contact with consumers. This factor presents quite serious assets for small businesses
and thanks to the social media the price of this asset rises. The following question arises: how the
company effectiveness should be estimated by means of the social media data? According to
practice, most marketers use the indicator which counts the return on an investment. First of all,
expenses of creating a web page are determined. This process may include different measures
like advertisements, applications, etc. Some marketers still request quantitative indices to
estimate the results, while others despite the real quantitative prognosis are convinced in
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inevitability of social media. Managers who request quantitative data are oriented on short-term
goals and others — on long-term. Statistics show that social media develops and the number of

market. From the foresaid we should consider social media as a strong marketing tool which, if
used properly, makes it possible to reach short- and long-term goals.
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Features of multinational concerns operating in Georgia (On an example of company
“IKEA”)

Furniture business is one of the popular businesses in Georgia. After the crisis, this business even
more revived. Furniture stores, which suffered the crisis, say that, only those companies survived
from the difficult period, which appeared to be stronger. Some representatives of furniture
business also say that sometimes bad news have advantages and “on the one hand financial crisis
was good, in the market only the strong companies stayed”. In Georgian furniture market more
and more companies are fixed. In domestic market competition is really strong. Some firms
manufacture furniture, some sell it and some import it. It should be noted that from Georgia
furniture is exported and is sold in central Asian market.

World’s influential business-edition “Forbs” published the list of the most popular brands in the
world. Multinational concern “IKEA” took the first place in this list. The company was
established in 1943 and until now operates successfully. Nowadays, “IKEA’s” chain includes
over 180 stores in 50 countries. For ordinary mortals “IKEA” is one of the most popular
manufacturers in  prefabricated furniture, household accessories and equipments. For
businessmen and marketing specialists it is Swedish “know-how’s” most famous example.
Company’s name has spread rapidly, as a cheap furniture store. “IKEA’s” furniture is created for
the economic and innovation-loving people who prefer simple furniture.

Except unique design and innovative ideas about household, it is also known that the company’s
furniture and household equipment is much cheaper than other manufacturers’. However, low
price does not mean bad quality. IKEA’s main marketing trick is at the affordable prices.
Company’s stores are spread throughout the world where a lot of people go and buy many, even
useless things. However, we should note that they buy not casually, but by the effort of Swedish
furniture manufacturers who are based on the several important principles.

One of the most important things is low prices on what the company has been focusing for half a
century. Advertisement continuously reminds customers about it, at the stores it is advertised in
every 50 meter. Few people know that when it is decided to produce any kind of furniture, first
of all they define price and then according to the price they create a new model. The company
has a very strict pricing policy. Everybody knows that the brand is proud with its flat packaging.
And the fact that every store is located in the suburbs aspires brand managers and their followers
to make prices lower, because land in the suburbs is cheaper, according to it the price decreases.
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All stores are arranged so that a customer is obliged to go through the entire shop. For constant
customers there are short invisible exits which are known only to constant customers.

When the company’s founder saw how his employee took down a leg of chair in order to
somehow put it in the car, he got an idea about producing furniture in flat packaging. To the
manufacturer’s opinion fashionable and modern designers methods make furniture more
expansive and for customers it is difficult to buy. That is why “IKEA’s” designers should know
everything in furniture production chain, from the idea — to the delivery to a customer. This helps
a designer to understand the process of price formation. Price, in its turn, should be as low as
possible. Exactly this makes “IKEA’s” products famous. Furniture is also sold in the white,
Orders on production of furniture are sent all over the world. The company is looking for
partners who will make the orders cheaper.

In the company it is approved to make emphasis on its origin — “We are from Sweden and we are
abnormally proud about it, we are really trying to restore Sweden here with you”.

The company tries to sell as many products and interior things as possible, but it is done with
love: taking care of people’s comfort and considering even their weaknesses, the world brand of
furniture is the leader in its sector.

Itis interesting why such a popular brand does not exist in Georgia.

First of all, it should be noted that IKEA cannot bring everything from Sweden; most of the
furniture should be produced here and must be cheap; so, it is necessary to organize the entire
industry for the company what, in its turn, needs millions of investments. I think such project
will be - profitable economically. First of all, it should be noticed that Georgia has made
significant progress in terms of easy doing business and it is confirmed by the international
researches. If “IKEA™ enters the Georgian market, a factory and warehouses should necessarily
be built for it which will contribute to developing the infrastructure. It will also contribute to
employment what will be profitable for them too, because workers do not cost very expansive. It
will be easy to export successfully products produced in Georgia to different countries of the
Caucasus. Georgia is a regional center for Azerbaijan, Turkey, Ukraine, and Armenia. Thus, the
company will be able to find business partners very easily.

If “IKEA” enters our local market, its competitors will be “Embawood”, “Belux”, “My House™
and other small firms, but it will definitely compete with these companies, because quality
compared to the price is ideal. The prices for the companies operating in Georgian market are
quite high, so companies often make sales for their product and try to sell product with the lower
price. With their tactic they also try to make purchasing easier for the customer, particularly they
sell kits separately what facilitates a customer to make decision.
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Nowadays, millions of copies of the company’s catalogue are printed in 34 languages and
distributed in those countries where company’s stores exist. During the year nothing is added to
the prices marked in the catalogue. The idea about the catalogue was very successfully for the
company and currently it is an integral element for the company, as well as the concept of
prefabricated furniture, which gave to business unprecedented success and a profit. Nowadays,
“IKEA’s” low prices are conditioned by the fact that buyers can take furniture with their car
without any problem; they do not need to call the craftsmen to set up a furniture, because the
manual of instruction is followed with the furniture; with this manual it is no problem to set it up.

Despite the fact that the company “IKEA” has not entered the Georgian market yet, it is possible
to order and import the product from the web-site. The furniture chosen by you will decorate
your house and villa just in one week.

“IKEA” is popular almost in all countries, but it has not entered the Georgian market yet for
some reason. Though, in my opinion, the demand will be really high.
References

1. Natroshvili N: Reviving furniture market. 24hour. www.24saati.ge (24.02.2012)
2. Natroshvili N. Innovation in furniture market. 24hour. www.24saati.ge (24.02.2012)
3. Kvlividze N. It’s sold little and cheap furniture. Kviris Palitra. www.kvirispalitra.ge
(25.02.2012)
4. “Forbs” has published list of the world’s popular brands. www.commersant.ge
(23.02.2012)
. www.ikea.com

w

121

7z




Shorena Kurdadze
Grigol Robakidze University
1 level student of the Master’s Programme in Business Administration :

The Role of Foreign Economic Relations in Rising Economic Effectiveness

In modern world, joining of national and world economy, expansion of foreign economic :
relations and strengthening of economic connections became natural phenomena. Deepening and

broadening of these processes were contributed by the recent political changes and the
liberalization of the national economic relations in the world.

Efficiency of foreign economic relations may be defined as comparison between labor costs level
of intended production for export and similar expanses of production which can be replaced by
import. Obviously, if the expanses which are necessary for the purchasing a certain quantity of
goods abroad are less than production costs for the same goods in the country, some economic
effect will be achieved. For example, there is possibility of purchasing raw materials and food-
stuffs, not only those species that cannot be produced in the given country, because of the natural
circumstances, but also those products which are produced in the country, but are cheaper in the
world market. Buying such goods in the countries where there are better conditions for
manufacturing makes it possible to refuse making serious investments for processing such
deposits where the minerals are less effectively arranged or we should deny manufacturing such
rural-agricultural products, for which there is lack of suitable climatic conditions.

A. Smith tried to substantiate that world trading is valuable for all countries. He noted: “If any
other country can supply us with some goods in cheaper prices than we could produce them
ourselves, it is much better to buy them from it with some part of our production, which is
implemented in the field where we have some advantage.”

According to the famous scientist-economist D. Ricardo’s theory, every country will get profit
from international trade if they use differences in manufacturing costs. But, unlike Smith, who
operates with absolute categories, Ricardo introduces advantages of the relative concept in
expanses. He gives such an example: In Portugal certain amount of wine production requires 80
human’s work during a year, as for cloth industry requires 90 human’s work in the same time
period. In England for manufacturing of the same amount of wine is needed 120 human’s work,
for cloth manufacturing - 100 human’s work.

For Portugal it will be profitable to export wine in England and exchange it in cloth. But it was
possible to produce cloth itself with less costs of labor than it is done by England. The point is
that exchanging capital and labor from cloth manufacturing to wine business in the field where
Portugal has greater relative advantages than England, Portugal, by exchanging wine and cloth,
will be able to get cloth what will actually cost it only 80 human’s work i.e. it will reach
economy of 10 human’s work. Exchange will be profitable for England, because it has can
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already concentrate all recourses in cloth manufacturing; with the exchange it can get certain
amount of wine for what it will spend not 120 but 100 human’s work. Nowadays, Ricardo’s
theory is known as the theory of production of relative costs. It comes from the existing
differences of expanses in various countries. But it passes over the reasons of these differences.

One reason for these differences is the natural conditions. But the main factor which influences
the level of costs is the technical level of production. Structure of people’s economy is also very
important. That is why, in the world market from the viewpoint of sale of the manufacturing
industry’s products, the countries having the higher level of economic developed, undoubtedly,
have more advantages. From the point of view of the growth of industrial forces, it is essential in
which fields the given country’s production is concentrated. 1f we are talking about agriculture,
the possibility of this sector to attract additional labor force in terms of the growth of technical
support of manufacture is extremely limited. Supporters of the relative costs’ theory advised
cconomically less developed countries to specialize primarily in agriculture, which in fact should
have caused (and still is) the growth of hidden agrarian excess of population in these countries.

The absence of modern industrial fields still precludes the developing countries from using
rationally able-bodied population. The graphic image shows the general terms established in
foreign trade, according to 2006-2011 dynamic columns. (See the diagram Nel).
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Diagram Nel. General data of Georgia’s foreign trade

As seen from the above given diagram Ni1, despite an increase of the absolute indicator of trade
deficit, its share in total foreign trade turnover after 2007 is tendentiously descending and
currently it is 52.7%. In 2011, the ten largest trading partners’ share amounted 67 per cent.
Georgia’s major trading partners are still Turkey, Azerbaijan and Ukraine. (See the diagram Ne2).
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Diagram N2, Ten major trading partner countries in Georgia in 2010

In 2011, in Georgia, from the ten largest export products, the largest growth was observed in
export of nuts (103%), nitrogenous fertilizers (100%) and cars (98%). But the largest import
product group in Georgia is still remaining oil and petroleum, followed by cars.

Thus, despite the positive trend of growth of export rate, its meaning is obviously lower than
import. The process of transition to a market economy is irreversible and the realization process
of economic reforms is more or less successful. On this background, the problem of expanding
participation of countries and economic systems in international division of labor is rather
urgent. This case is new for us, because during the three-quarter of the century, our economy in
fact became withdrawn from the independent foreign relations. Starting new business from the
beginning is always connected with difficulties. That is why we need the experience in this
business, suitable material-technical base, modern level of production organization and
technology. The country is still constrained to maintain the orientation of the various
international countries’ financial aid — preferential credits. I think that it is strictly necessary to
take into account theories of A. Smith and D. Ricardo and it only those goods and services
should be imported in Georgia whose manufacturing within the countries would be more
expansive.
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Modern Tendencies of Energy Development

The modern world is facing new challenges and - problems. Among them one of the most
important challenges is global warming which can lead mankind to irreparable results. Negative
consequences already exist and every year they are getting more and more large scales. Actually,
every country acknowledged that this problem needs to be solved immediately. In this respect,
the documents of international significance are adopted which have the force of law; developed
and developing countries as well as relevant state or non-state entities make great effort for their
accomplishment.

Despite the fact that according to its financial and other resources Georgia does not belong to the
ranks of the world’s leading states, I consider that it should still take an active part in solution of
this problem. Georgia is a small country and it seems that its role should be smaller, but if we
foresee the significant potential of renewable and first of all hydro-energy recourses, it may even
play a leader’s role in the regional context. [ can also bring some figures about our country’s
renewable energy resources. In Georgia researches in this direction have been carried out since
the beginning of the last century. According to the density of technical potential -of hydro-
energetic resources, Georgia occupies one of the leading positions in the world. In Georgia the
theoretical energy of annual runoff is 220 billion kilowatt hour, capacity ~ 26.1 thousand
megawatt. Potential energy of the basic part of rivers is 137 billion kilowatt hour (13.6 million
tne/m), capacity — 15.6 thousand megawatt. Runoff of rivers’ total potential together with small
rivers’ potential is 160 billion kilowatt hour, capacity — 18.3 thousand megawatt. Main rivers’
average annual technical hydropower potential is within 80-85 billion kilowatt hour (6.9-74
million tne/m). Estimated potential of economically effective part approximately equals to 32-50
billion kilowatt hour. In this potential a large part is spent namely on small energy which belongs
to the renewable energetic category.

Nowadays, there are 13 hydro-electric power stations ~ licensees. The electricity generated by
them is changing according to the order of energy market and by the removal of the cost of the
used energy. The number of small electric power stations is about 27. The portion of small
hydro-electric power stations in the total capacity of all hydro-electric power stations is 3.1%, in
generation of electricity — 5.35%, in production of the annual total balance sheet (including
thermal power stations) - 3.8%, in capacity - 1.9%. In Georgia, the development of electricity
manufacturing is supported by the following conditions: economic development in general,
development of those fields of economy in which power consumption takes an important space,
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demographic growth (the more consumers are the more electricity is needed), tendency of car
manufacturing (cars.are important consumers of energy and if they pass on hybrid fuel, the
demand on electricity will increase significantly). Besides hydro-electric power stations,
equipments of renewable energy sources, such as wind, solar, geothermal waters equipments are
also involved in generating electricity. In the countries, which are rich in gas and oil products,
energy generation is mainly held in thermal power stations; such countries are: Russia, Nigeria,
Venezuela, the Arab countries, etc. In several countries, mainly in developed countries an
important part of energy is generated in nuclear power stations, for example: France, whose
energy independence greatly depends on the electricity generated in nuclear power stations.
Follows from that, we can say that thermal power stations and nuclear power stations are the
related fields of hydro-electric power stations. As for the energy system in Georgia, in our
country electricity is produced only in thermal- and hydro-electric power stations; a nuclear
power station does not operate.

As a result of stable economic growth, gradually increases the demand on electricity. I think that
in 2015-2016 mass production of electric cars will start what will significantly increase the
demand on electricity. In power industry, the so-called unloaded “Surplus™ installed power i..
potential possibility of power stations should exceed the nominal requirement at least 30%.
Currently, in Georgia the project on building 40 hydro-electric power stations is being
accomplished, whose total installed power is 1872 megawatt, while the average annual output is
more than 7350 million kilowatt hours. In the above mentioned project the expected
implemented investment is about 3billion US dollars. The main part of hydro-electric power
stations will have been completed by 2018. In the politics, energy represents such factor which
has an influence on the results of state’s foreign policy; also, it can be used as a potential tool for
the implementation of a state policy. Strengthening energy security represents national security
agenda’s main motive for energy importing countries, while for energy exporting countries - the
main objective is not stable markets maintenance. A stable ensuring of oil and energy materials,
including the military situation, is an important component of national security policy and
military planning. When in the conditions of international energy market the situation becomes
strained, energy has a tendency to become a dominating factor in the country’s foreign policy
and to be given the highest priority in political agenda.
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Corporate Social Responsibility and Its Advantages

Corporate Social Responsbility is the core strategy whereby companies consider the interests of
society by taking responsibility for the impact of its activities on customers, employees,
shareholders, communities and the environmentin all aspects of its operations. This obligation is
seen to extend beyond the statutory

obligation to comply with legislation and sees organizations voluntarily taking further steps to
improve the quality of life for employees and their families as well as for the local community
and society at large.

Internationally recognized features of CSR are:

» CSR is valuntary chioce of business implementation of which provides long-term and
various benefits for all interested parties;

» CSR implies compliance of a company’s activites with regulation laws, voluntary
accountability, but not an interchange of legislation requirements;

> CSR is a contribution to achieve sustainable developmentwhich includes thress aspects —

economic, social and environmental;

CSR is not an “additional” activity but an new method of managing business itself;

> CSR is not simple specialization which means merily charity, sponsorship etc, but it is a
broad concept containing the above mentioned features in the form of components [1, 4-5].

v

Dispite the fact that these features are broadly recognized, it is qute possible they change over
the time, because, as we have already mentioned, CSR is a management method and according to
the environment dynamics, chanes are urgent in the management methods and in ts features.
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The basic components which CSR comprises are as follows:

e Corporate mangment and ethics;

¢ Protection of the human rights communicating with employees, providers and
comsumers;

e Protection of rights and standards of labour activity;

e Protection of environment;

e Social policy with respect to society;

e Anti-corruption activities and strrugle against bribery;

¢ Human resoures management and staff communication policy (care for staff
professional development, safety work environment, salary policy ect.);

¢ Communication with consumer and product liability;

¢ Transparancy and accountability for social and environmental parameters.

In resent years more and more attention is paid to CSR as its role is widely acknowledged in
solving global problems, improving social welfare, solving social, environmental or other
problems. According to the above mentioned components, it is clear how positive consequences
CSR brings for society and country. It should be noted that CSR can have a big and positive
effect on the company itself. Just profit maximization is not sufficient for long and sustainable
development, but carrying out market-oriented and responsible activities are essential. CSR
increases business competitiveness, promotes innovation, helps companies manage risks related
to their activities better, attracts investors, improves relationship with interested parties, state
structurs or non-governmental organizations (NGOs). It is internationally recognized that the
costs related to voluntary correspondance with intentional social-environmental conventions and
standards are considerably lower compared with those opportunities and advantages which
follow the mentioned events. This proves that CSR is an investment to achieve long-term
success and not just costs. Basic positive results which CSR can bring to a company are the
following:

e More effective prevention and management of the growing diversity of risks;

e Company’s positive status, improved reputation; '

e Increase of customer loyalty;

e Better opportunities for attracting and retaining qualified staff;

e Improved competitiveness;

e Better ability to react to changes;

e High efficiency and decrease of costs;

o Capital avialability;

e Authority goodwill and improved relation between legislation bodies.
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CSR is comparatively new concept in Georgia. Its level of development is significantly lower in
our country than in western developed countries. Media and non-governmental organizations
(NGOs) play huge role in these countries. There is pressure on companies from customers, trade
unions and government. From this point of view the situation is different in our country, activity
is lower from the individuals who should be more actively involved in similar situations and the
development of corporate social responsibilities. Media, giovernment, society, trade union,
investors, customers and labour organizations are not active. There is minimal reaction to
irresponsible actions. The quality of recognition and encouragement of socially responsible
companies is low towards interested parties, what further decreases motivation of companies.
Despite this, due to globalization and growing competition in other countries as well as in
Georgia, CSR has great potential for development. Researches show that most of the Georgian
large companies are ready to act with more responsibility in case of appropriate recognition and
encouragement. Though, for development of corporate social responsibility in Gergia, it is
necessary to forsee two issues: 1. Responsible business conducts should be promoted and
sipported, companies should be informed about CSR issues. 2. Government’s active
involvement in the development of CSR, drawing out and implementation of accurate state
policy, emphasizing its role for country’s development. The basic positive outcomes of
development of CSR are the following:

Intensification of international relations of the country: EU and, in general, the whole world
pays more and more attention to CSR; a lot of intergovernmental agreements are signed,
internationally agreed guidelines are worked out and implemented. One of their most important
objectives is development of CSR.

Georgia is the member of international organizations and various initiatives, Georgia is
connected to a lot of international agreements and one of their most important priorities is
development of CSR, }egulation of implementation of its (CSR) various components (human
rights, labour rights, environmental protection etc. ) by an enterprises or other institutions, etc.
So, development of CSR can perform  significant role in the improvement of country image
through  improving international relations, investment attractions and better meeting of
undertaken engagements of international egreement [4].

Overoll development of the Country and implementation of strategic goals of national policy.
From this point of view CSR can settle the following tasks:
¢ Settlling the problems of separate areas: in order a state to be able to implement social
and environmental programs, it is also essential to bring about responsibility supporting
policy. Supporting CSR policy the government of Georgia will have an opportunity to
solve problems, such as slow pace of economic growth, poverty, unemployment, low
birth-rate, promoting various international standards of activity — human rights, labour
activity, product liability, etc. Also, development of CSR can play a significant role in
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solving important environmental problem and in increasing the quality of life for our
country.

e Protecting minimal standards prescribed by the law: as Georgia is carrying out liberal
economic policy and the law requirements in respect to business activities are quite low,
CSR can be considered as the effective machanism to manage the impact on business
activities and for more effective implementation of minimum standards. This is important
for the country, because it is possible to solve social, environmental, economic problems;
also this is required by international agreements, to which Georgia is connected and will
have positive impact on Georgia’s more effective integration in the international bodies.

e Increase of economic competeiveness of the country is a facilitation of trade and
investment: as we have already mentioned, CSR is considered as the investment which on
the other hand can play significant role in attracting foreign investments and increasing
investments  affectivness. This is especially important if we would like to attract
investors from *western developed countries, because performing  corpotrate social
responsibility standards in the decision making process is important for them. In addition,
the constituent component of CSR, in particular, conformity of products and services to
international standards, will significantlly help development of international trade and
transmittion of Georgian products to a new market. CSR allows mall and medium
companiesto be involved in the supply chain of large muntinational companies.

Hence, development of corporate social responsibility will have positive effect on sustainable
development of the country, improvement of foreign relations and the existing problems in
the country.

Public sector should implement appropriate activites in order privite sector to perform
important role in the implementation of the country’s development and goals of national
policy. For countries have transitional economic policy CSR can be a powerful instrument
which will be able to revive the country and achieve public objectives. Hence, development
of CSR is significantly important for Georgia.
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