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33M6M3033aM0 MIM@ENS
ECONOMIC THEORY

Rozeta Asatiani

Doctor of Economy, Professor,

Expert in Economics

at the National Academy of Sciences of Georgia

PUBLIC SECTOR ECONOMICS AND
NEW NEOCLASSIC SYNTHESIS

Summary

Public sector economics as a theory of government’s functioning in a market economy
unites public sector and the “third sector” (non-government and charitable organizations), i.e.
the civil society. Public sector economics is a comparatively new branch of economics
originated in the 1960s and it is a compulsory subject in universities which has been taught for
several decades in the majority of developed and post-communist countries, but it is not taught
in Georgia due to the absence of textbooks.

Public sector economics studies the issues of strengthening socialization of economy, i.e.
functioning of socially oriented market economy and in this connection it puts forward the
government’s new role in economy. Social orientation made market economy politically viable.

The precursors for emergence of the public sector economics originate in the 1940s and
are associated with an increase in consumer demand at an inclusive level based on Keynesian
revolution which resulted in transformation of uncontrolled, unregulated capitalism into a new
quality - socially oriented market economy was realized. In the 1960s the moving of an
industrial society into a postindustrial society was preceded by scientific-technical revolution,
creation of the system of national accounts of the UN and division of the economy into sectors,
at the same time faster growth of service sector compared with real sector.

In modern conditions the market economy has acquired an even more developed form as
a social market economy in the developed countries. Therefore, today the following five models
of welfare state have been mainly developed in these countries. They are the Continental
European or German, Anglo-Saxon or British, Scandinavian or Nordic, Mediterranean or
South European and the Conservative/Corporatist or Japanese model.

The ignorance of these requirements is a sign of the backwardness of the country’s
economy. Therefore, in Georgia public sector economics must be included in university
curriculum. The government's consideration of these requirements and students’ awareness on
governance of the country will play an important role in the formation of a healthy economic
system.

Thus, the need to create an economy consistent with international standards objectively
determines the study of public sector economics and taking into consideration its requirements
in Georgia’s economic policy.

Key words: public sector economics, model of orthodox macroeconomical stabilization,
gradualism, “the third sector”, non-government organization, charity organization, social
market economy, state models of wellbeing, state wealth, externals, natural monopoly,
Continental European model, Anglo-Saxon model, Mediterranean model, Conservative-
Corporative model.

Introduction

The bloodless revolutionary shifts taking place in the world since the second half of
the 20th century especially strengthened the role and importance of economic sciences. A total
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of 27 countries with a population of 400 million faced a new reality. The refusal of “market
socialism” and the formation of a new economic system must have become the basis for the
establishment of economic system built on the principles of democratization, justice, raising
the level and quality of life in these countries, including Georgia that turned out to be under
this wave but unfortunately this did not happen. We did not embark on the path that would lead
to the intended goal [Asatiani R. 2009].Today, economic thought paves the way with difficulty
in Georgia. The current hard socio-economic situation is not new and one might say it was
revealed in the first years of restoration Georgia’s independence (not to mention other
processes, this is another theme) [Asatiani R. 1993].

From the very beginning of the restoration of Georgia's independence, it was clear that
the trend was directed at backwardness of the economy. As an economist, | became convinced
that economic conversion started in the wrong way in the country and there are not only
endogenous but also exogenous reasons, imposed from the outside, the overcoming of which
took a lot of effort and this process continues today [Asatiani R.2014; Asatiani R.2009].

Economic policy fit for orthodox model of economic stabilization appeared to be a kind
of shock for Georgia. Unlike China where the construction of a new economic system did not
start from scratch by destroying the economy, but on the basis of structural-productivity
stabilization known as gradualism leading to the economic revival. There fore, in Georgia the
implementation of economic policy under foreign dictation collapsed as it brought far more
problems than solutions. Social issues manifested themselves especially acutely [Asatiani
R.2004].

This situation put numerous issues under question that had a negative impact on the
prestige of Georgia, its international image.

In Georgia in such critical situation it is necessary to work out a scientific paradigm
where social requirements will be taken into consideration in the first place. For this, not
superficial evaluations are needed but deep analysis based on fundamental concepts approved
in the world. This will give an opportunity to get rid of illusions and overspending.

How socio-economic phenomena and processes occurring in Georgia fit the earlier period
of the development of capitalism. Against the background of positive changes approved in the
world when we could introduce progressive forms of economy and transition to a market
economy passing by socially unprotected capitalism, it is a great pity that we found ourselves
in a dramatic situation and took the long and difficult road traversed by civilized world so
painfully.

The formation of socially oriented market economy in Georgia requires new approach
and puts forward a new role of the government.

This was the basis for the recently written and published textbook concerning the public
sector economics, which was presented a month ago at the Georgian Technical University
[Asatiani R. 2017].

Main Content

Public sector economics is sometimes termed state sector of economy but this is not an
exact definition because besides public sector it includes “the third sector” — non-government
and charity organizations, i.e. civil society. The subject of its study is just state sector and “the
third sector” [Zhiltsov E.N. 1998].

Before dealing with the peculiarities of the functioning public sector economics and its
main directions, we consider the prerequisites of the origin of public sector economics as a
logical result of objective process and development of the world economy.

What were the objective prerequisites for the emergence of the public sector? The
question arises as to how it happened that uncontrolled, unregulated capitalism based on
individualistic theories and microeconomic paradigms (capitalism which in the course of 160
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years from the last quarter of the 18" century to the forties of the 20" century till the well-
known in the world history “Great Depression”, economic system based on prevailing private
exploitative relations)has been replaced by a social oriented capitalist system called market
economy. But what happened, how the market economy was formed as comparatively high
form of the development of capitalism which was based on social orientation of economy, the
real implementation of which started since the 1949s and is associated with the use of
postulates about macroeconomic regulation considered in John Maynard Keynes’s best-known
work “The General Theory of Employment, Interest and Money” and on its basis the issues of
strengthening economic socialization of economic policy of the leading (first of all the US)
capitalist countries [Keynes J. 1978].

Studying the issues of strengthening economic socialization, public sector economics puts
forward the government’s new role in the economy. The origin of public sector economics was
favored by the development of economic directions and theories, on the one hand, and on the
other hand, the boom in technical sphere which later grew into technological boom.

Specifically: An increase in population’s demand at inclusive level since the forties on
the basis of the “Keynes’s revolution” that was realized by reduction of taxes and increase in
the state social expenditures as well as creation of new jobs caused growing of capitalism into
new quality which changed the trajectory of the economic development of the world. The
formation of socially oriented economy has become a significant trend of the world
development. It was due to the “Keynes’s revolution” namely that in the 1950s scientific-
technical revolution took place. It was followed by structural transformation of the economy,
rapid growth of the service sector as compared with the rest two sectors — agrarian and
industrial was marked. The service sector appeared in cause-reason relationship with the real
sector, at same time, later this laid a foundation for the development of information service that
can be formed as a separate sector.

Division of economics into sectors was preceded by the creation of the system of national
accounts [Asatiani R. 2009] based on the ISDC obtained as a project in 1948 by the UN for
the first time in history in 1953, which beginning from 1958 formed the basis for the study of
separate countries and establishment of economic interrelations with the rest of the world.

These progressive phenomena changed the vector of the world’s economic development.
Since the 1960s a new era has begun in the development of mankind, which was also
beginning of the establishment of a new world order.

The irreversible process of transition of the industrial society into the post-industrial
society began. This phenomenon played a great role in the origin of public sector economics.
By this transition the attention was focused on the formation of a new society, new socium.
This circumstance contributed to the promotion of moral values to the forefront. Building of a
civil society became the new priority of this period. This process was reflected in the program
of economic development approved by the World Summit “Agenda for the twenty-first
century” which put forward ‘“new social issue [Asatiani. R. 2001]. It envisages the
establishment of new political culture and the rise of democracy, one of the characteristics of
which is strengthening of social orientation and development of its basis — public sector
economics. Social orientation made the market economy viable and speeded up the
development of public sector economics.

Such are those objective prerequisites which laid the foundation to the genesis of public
sector economics. Today the development of public sector economics has become a new
reference point in intellectual thinking and country’s progress for countries moving along the
mentioned path.

What is the new role of the state, what goals and objectives public sector economics sets
up?

First of all the government should conduct active social policy. It should not allow the
impoverishment of a significant part of its population and for every citizen the public domain
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should be accessible (free of charge or in the form of subsidies) [Erhard L. 1991], it should
elaborate and protect the laws of economic activity. The government should take effective
measures against negative outer effects (externalities) [Asatiani R. 2017] manage to overcome
them; it is necessary to maintain natural, i.e. state monopolies and not privatize them; the
government ought to protect private property and promote its development; the state's
prerogative is to fulfill the requirements of the New World Order, first of all, to keep order in
the field of competition [Asatiani R. 2015], protection of institutional order (which in the first
place envisages the establishment of the property pluralism) and protection of social order
[Asatiani R. 2013; Asatiani R. 2003]; promote the development of fundamental science,
conduction of scientific-technological policy, should play a significant role in elaboration and
realization of innovative policy; microeconomic regulation in the first place should be based on
tax regulation and new budgetary federalism [Asatiani R. 2012]; the state should facilitate the
strengthening of the socialization of the economy by means of manipulation of taxes, by
making progressive taxation, and the monetary credit regulation should not exceed its
functioning boundaries so as not to repeat the 2008 World Economic Crisis with speculative
trading and money manipulation; the state should promote the development of civil society, at
the same time promote the development of small and medium-sized businesses, the formation
of the middle class [Krugman P. 2009]. The government ought to ensure economic safety
[Asatiani R. 2017], play an active role in the right nature management and ecological and food
safety. The government should manage to use the benefits, positive effect of irreversible
process of globalization and avoid negative effects which are extremely important in modern
open economy.
The following table illustrates main directions of functioning of public sector economics.

Table. Main directions of functioning of public sector economics

Elaboration of general strategy of country’s
economic development

Regulation of external effects, the conduct of
effective measures against external effects
and their suppression

Creation of the legal basis for economic
activity

Preservation of natural monopolies and
prevention of their privatization

Prevention of impoverishment of a significant
part of the population

Promotion of a small and medium-sized
businesses

Production of public wealth and promotion of
accessibility to everybody

Effective distribution and use of public
finances, progressive tax maneuvers

Elaboration of antimonopoly law and
conduction of relevant policy

Conduction of scientific-technological policy

Establishment of economic order and strict
observance of laws

Development of civil society

Regulation of foreign economic relations

Prevention of a sharp property inequality and
deep politization

Implementation of positive effects of
globalization and suppression of negative
effects

Realization of the requirements of new world
order

Protection
property

and development of private

Conduction of social policy

Creation and development of infrastructure

The establishment of institutional order and,
first of all, pluralism of property

Macroeconomic stabilization and achievement
of high specific weight of the medium stratum
in the country

Protection of competition order
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Budgetary and tax regulation and conduction
of fiscal policy

Promotion of fundamental sciences

Monetary  regulation in  corresponding
boundaries and conduction of monetary policy

Promotion of economic security

Introduction of a new fiscal federalism in
economic policy

Rational environmental management and
Provision of economic security

Conduction of innovative policy

Ensuring food security

Promotion of employment and creation of
new jobs

Creation and conduction of state healthcare
policy

Creation and conduction of state education
policy

Observance  of gender equality in
administrative bodies in the area of economy

A country that in its economic policy relies on these theoretical postulates taking
into account the peculiarities of the national economy creates its own model for the
development of the state. Naturally, these requirements should be taken into consideration by
Georgia too. There are numerous of such models based on the peculiarities of the national
economy in the world today, more precisely, as many as developed countries. As to Georgia,
because of incorrectly conducted reforms, we still have a long way to go before reaching the
stage of the mature market economy.

These are the main directions of the functioning public sector economics, those levers

on which the developed countries firmly stand and which transform socially-oriented market
economy into social market economy in these countries, which led to the development of a
socially oriented market economy into a socially market economy in these countries, into a
more developed form of market economy and conditioned the formation of welfare states
which are even called the “sprouts” of socialism [Yurieva T.V. 2001]. There are distinguished
five main models of welfare states. They are: Continental-European or German model; 2.
Anglo-Saxon or British, 3. Scandinavian or Nordic, 4. Mediterranean or South European;
Conservative/Corporatist or Japanese model.
Besides Germany the Continental European model includes Austria, Belgium, the Netherlands,
Switzerland, partially France. Besides Great Britain the Anglo-Saxon model includes the US,
Canada, Ireland, Australia, New Zealand; Scandinavian model includes Sweden, Denmark,
Iceland, Norway, Finland; Mediterranean model includes Greece, Italy, Spain, and the most
vivid example of the Conservative-Corporatist model is Japan. The achievement of social
welfare at the inclusive level is especially typical for the Scandinavian model, its leitmotif, and
therefore in the literature much is written about the attractiveness of the Nordic model.

For this model, as well as for the European model, it is noteworthy the redistribution of
50% state finances for social purposes with the help of the budget, active support of the state to
attain higher employment rate, strict observance of the laws and the establishment of order
throughout the economy, the development of democracy, generic equality and the avoidance of
sharp inequality in property.

The Mediterranean model also envisages the redistribution of 50% state finances for
social purposes but it doesn’t have inclusive character and applies only for less protected
population.

Unlike German model, British model provides 40% of GDP redistribution for social
purposes and at the same time comparatively passive role of the government in regulation of
the employment and high specific weight in support of private companies.

The Japanese model also deserves attention. The government places great responsibility
on companies in connection with the socio-economic situation of workers. By creating a long-
term recruitment system for employers, the corporation increases the interest of workers' labor
results, which is strengthened by redistribution of a certain portion of the shares of the
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corporation to the employees. Financial support for this model is created by insurance fees by
increasing profits.

The Nordic model based on the policy of the “third road” is social-democratic model
which is based on progressive taxation with the purpose of abrupt reduction of property
inequalities and relies on a society with a high sense of responsibility. Nordic welfare is not so
much a result of expenditures allocated by the state as investment obtained on the basis of the
society’s desire.

It is the effective redistribution and use of the resources accumulated by government,
primarily public finance which is the prerogative of the public sector.

In Georgia, in conditions of extremely low aggregate demand, the social polarization is
extremely high and the inequality in the property status (the minority of the wealthy and the
vast majority of the poor) is well-expressed. The extreme aggravation of demographic
processes, actual absence of the middle class (9%), the underdevelopment of small businesses
(9.1%), according to 2016, Georgia produces 92% of the GDP of the level of 1990, whereas
with a few exceptions, almost all post-Soviet countries overcame the barrier, etc. Therefore, in
conditions of such a heavy socio-economic background it is necessary to include public sector
economics in university curriculum and taking into account its requirements by the government
[Asatiani R.2014 ]. It will play an important role in the formation of correct, healthy economic
thinking.

The disregard of the above requirements to the public sector means failure in
overcoming the backwardness.

In order for Georgia to get rid of the syndrome of the outstretched hand, the starting
point for the country's revival should be the Keynesian theory of macroeconomic regulation.
With certain correlations after overcoming the economic crisis, Georgia's economic policy
must rely on a new neoclassical synthesis which will reflect the ideas of new Keynesians (J.
Stiglitz, A. Akerlof, O. Blanshard, S. Fischer, etc.), with taking into account the existing
novelties in the field of technology and raising a country’s competitiveness.

New Keynesianism oriented towards traditional Keynesian values is a modified
Keynesian theory. New Keynesians have widened the research area; besides macroeconomic
issues they started the analysis of microeconomic issues. The research focus shifted from
analyzing the effective aggregate demand to the microeconomic problems of the principles of
individualism; they included into economic analysis separate propositions of institutionalism,
microeconomic problems of outsiders. New Keynesians study the impact of monetary policy in
short-term period on employment and production. They do not make mechanical connection of
Keynesian macroeconomics and Neoclassical microeconomics but they are based on the
assertion that economic balance can be possible only by healthy economic policy and to
overcome the disequilibrium in economy, with account of achievements of the open economy
it is necessary: government regulation, study the influence of the currency market on monetary
circulation, take measures to curb the inflation. In the growth and development of the economy
New Keynesians attach great importance to the financial sphere. They attach special
importance to the study of the issues of “debt-based economy”, also to the role of government
finances in economic growth and an increase in aggregate supply. They included separate
institutional statements in economic analysis.

Conclusion

Today, a viable economic policy is a challenge to modern civilization. Georgia is facing
new challenges and therefore, the need to create an economy in accordance with international
standards objectively determines the study of public sector economics and taking into account
its requirements in economic policy.

In present-day conditions systemic changes occurring in the world, institutional and
structural shifts associated with them determine the priority development of economic sciences.
No state can solve any problem if it is weak. Economy is a cornerstone of the country's
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development. If the economic side of life does not cause tension in the society, then all its sides
have a space for development and conflict-free coexistence — moral, cultural, educational,
national, ethnic, etc., but each failure in the economy strongly affects the development of
society. Even if one link in economic development falls, the vector immediately changes the
direction and a sharp social differentiation occurs, corruption (including elite corruption),
moral degradation, etc. This multifaceted process is organically linked with functioning of
public sector economics.

The “New Neoclassical Synthesis” which is still in the process of formation, drawing
ideas from both neoclassical synthesis and public sector economics, in our deep conviction,
will be a new trend in economic theory created by combination of neoclassical synthesis and
main directions of public sector economics and will be relevantly reflected in economic policy.
This makes possible to overcome economic crisis in economic sciences so much discussed by
prominent economists today.

The formation of socially oriented market economy requires a novel approach to
economic development and the state acquires a new role that is confirmed by main directions
of public sector economics.
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«TEPHUCTBIN Y Th» JKOHOMUWYECKUX PE®OPM B
MOCTKOMMYHUCTHUYECKOM I'PY3UM: PETPOCIIEKTUBA U IEPCIEKTUBA

Pe3zrome

B cmamobe gvidenenvl u paccmompensvt smanst nOCMKOMMYHUCIUYECKO20 pedhopmupo-
sanus oxkoHomuku Ipysuu. OmmeueHo, umo Ha nepgom 3smane OvLIA 3APuUKCUPOBAHA
HeoOX00UMOCHb (PYHOAMEHMANbHO20 USMEHEHUs COBEMCKOU CUCIeMbl U 8bICKA3AHA Udesi e20
ocyujecmenenus 38010YUOHHIM nymém. Ha emopom smane npumensanace moodenv «uloKo8ou
mepanuuy, 6 pesyibmame KOMOPOU NPOUOULIO KAMACMPOPDUUECKOE NAOCHUE BCEX BANCHBIX
9KOHOMUYeCKUX noxaszameineu. Tpemutl 3man NOCMKOMMYHUCMUYECKO20 PehopMUpOSanus
O3HAMEHOBANCS OOCMUNCEHUEM 3HAYUMENbHO 00Jlee 8blCOKO20 YPOSHS (DUHAHCOBOU Cmadu-
AU3aYUU, Nepexo0oM Om U3UUHEe TUOEPAIbHOU MOHEMAPHOU NOJAUMUKU K YMEPEHHOU.

B pabome maxoice paccmompenvl d3KkOHOMUUeCKUe HoO8ayuu npasumeibcmea «Peso-
moyuu Poz», 0003nauen npomusopeuusvlii xapaxmep 3KOHOMUUECKOU NOJUMUKU NpaAsU-
menvcmea M. Caaxaweunu u cOenan 6vl800: ABMOPUMAPHBIMU MemoOdMy NpasIeHUs
B03MOJICHO 0OCMUMNCEHUE ONPEOeNIEHHbIX NOZUMUBHBIX IKOHOMUUECKUX CO8U208, XOMSs 00120-
CPOUHOE IKOHOMUYECKOe PA38UMUE 803MONCHO MOJILKO 8 PAMKAX 0eMOKPAMUYeCKOl NOAUmu-
Yeckoll CUCmeMmbl.

Cneyughuueckumu uepmamu 4emeépmozo 3mand pedopMupo8aHusi 6 pabome 6bl0eNeHbl:
ycmpanenue npasumenbCmeeHH020 0Aa6leHuss Ha busnec, ycuienue CoyuaibHol OpueHmayuu
OKOHOMUKU U NOO0EPIHCKA CO CMOPOHbL 20CYOAPCMBA PA38UMUSL  PedlbHO20 CeKmopa
OKOHOMUKU.

Knrouesvie cnosa: poinounvie pegpopmvi, mpaHc@hoOPpMAyUoOHHbIN KPUUC, 20CYOAPCMEEHHbIU
Kanumanuzm, WloK08as mepanus, YAPAGIEHYECKUll BaKYYM, ABMOPUMAPHLIL MOOEPHU3M,
Han0208as peghopma, uMnoOpm3amewarouee nPou3e00Cmeo.

Jxonomuka CoBerckoil ['py3un — ucxoaHoe coCTOsIHUE PHIHOYHBIX pedopm

Coserckuii Coro3, B kotopblii Bxoamina Coserckast ['py3us, Obul cpepHepa3sBUTHIM
WHTyCTpHaIIbHO-arpapHbIM rocyaapctBoM. B 1990 rony o6bvém Banosoro Bruyrpennero Ipo-
nykta (BBII) na qyury Hacenenus ObuT B 3,5 pasa MEHbIIe, YeM B 3alTaIHBIX Pa3BHUTHIX CTPaHAX
u B 4,5 pasza menbine, ueM B Coenuuaénnbix [lltatax Amepuku ( CIIA), ogHako B 2,5 pa3
MIPEBBIIIAT aHAJOTHYHBIN [MOKA3aTeb B Pa3sBUBAONIUXCS cTpaHax [bonotun; 1998). I'py3unc-
Kas COIO3HAs pecIyOJIKa He MMela CaMOCTOSTEIbHON AKOHOMHYECKON CHCTEMBI U MPEICTaB-
nsma coboil COCTaBHYIO dYacTh T.H. €IMHOTO HAapOJHO-XO3SHCTBEHHOIO KOMIUIEKca (9TO
COOTBETCTBOBAJIO Joruke Tornamuero Coserckoro Coro3a), ypoBEHb €€ UTETPUPOBAHHOCTH B
€/IMHBIH HApOJHOXO3SIICTBEHHBIN KOMIDIEC) OBUI TOBOJBHO BBICOKHM: 26% TPOHM3BOIMMON B
I'py3un npogyKunu OTIpaBisiIoch B OCTalIbHBIE COIO3HBIE pecttyOnuku u 28% npou3BeéHHON
B JPYTHX peciyOiaMKax MPOAYKIHMU OHA MOJydalsa JJisl BHyTpeHHero norpednenns. B 1989 r.
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I'py3ust mmnopruposana 25% norpebmsiemoit anekTposneprun, 50% nementa, 80% npesecu-
Hel, moutu 100% rasa u >xuaxoro Torusa, 90% ChIpbs, UCHOIB3YEMOTO B JIETKOW MPOMBIII-
JeHHOCTH. bbio BBe3eHo 60% MOOYHBIX NPOAYKTOB, Oonee 90% caxapa, 50% 3epHOBBIX H
1.1.B TO %e Bpems B ['py3un npousBommiock 25% notpednéunoro B CCCP BHHA U KOHbBSIKA,
30% wmunepanbHbix Bon, 20% BuHorpama, 97% uutpycos, 92% waitnoro snucra [LICY T'py-
suHckou CCP].

Ilocne mpoBo3rnameHus IrocylapCTBEHHONW HE3aBUCUMOCTU CTapble XO3sIMICTBEHHBIE
CBSI3U OBUIM Pa30pBaHBl, NCTOYHHUKH HOIYyYCHUS PECYPCOB M PHIHKH peaN3alluy MPOAYKINHU-
MOTEPSIHBL. DTO CO3/1AJI0 TSDKEJICHITYI0 SKOHOMUYECKYIO M COLUATIBHYIO CUTYAIHIO B CTPAHE.

CornacHo neicTByrOmEel B TO BpeMs Kiaccuukanuu, ['py3us Takke OTHOCHIACH K
TpyIIe WHAYCTPHAIBHO-arPapHBIX PECHYONNK. OTO SICHO IPOCIEKHUBACTCS B CTPYKTYype
HAaIMOHAJIBFHOTO JOXO0/a: Ha MPOMBIIIJIEHHOCTh IPUXOJUIIOCH o4YTH 39%, cenbckoe X035 HCTBO
— 30%, ctpoutensctBo — 12,9%, TpaHcnopT u cBs3b — 3,9%. IlpaBaa, yaenpHbIH BeC MPOMBIII-
JICHHOCTH TPEBBIIIANIA JTOJI0 CEICKOTO XO3SHUCTBA, HO CJIEyeT YYUTBIBATh TOT (AKT, YTO W3
39 mporneHToB 22% NPUXOAMIOCH Ha MUILEBYI0 M KOHCEPBHYIO IPOMBIIIICHHOCTb. Takum
00pa3zoM, y/AeNbHBII BEC CEIBCKOr0 XO3IHCTBa M OPTaHMYECKH CBSA3aHHBIX C HUM OTpaciei
COCTaBJIslIa 52 MPOIIeHTa HAIIMOHANBHOTO 10X0/a [ ToT e ucTouHuK].

B sxoHomuyeckom pasButuu I'py3um ¢ cepenunbl 1950-x no nauvama 1990-x romos
MOJKHO BBIACTHTH J1Ba repuoaa. B mepserii m3 HEX (1950-1970-ue roapr) oTMedanock ompese-
JICHHOE OTCTaBaHUE CONNAIbLHO-KOHOMUYECKOTO pa3BUTHS I 'py3uH IO CPaBHEHHIO CO CPEAHU-
MH COIO3HBIMHU TOKa3zaTessiMu. B 1970 rony npousBeneHHblid B ['py3un HallMOHAIBHBIN A0X0[
Ha JyIly HaceleHHs cocTaBisul 72,9% COOTBETCTBEHHOTO COIO3HOTO ITOKA3aTEls, TPOMBIII-
JIeHHOH npoxykunu — 64,8%, 000poT po3HIUYHOH TOproBiu — 77% [ TOT e UCTOYHHK].

B pesynbrate ycKOpeHHOro pas3BUTHA HaponHOro xossiictBa ['pysunckoit CCP u
CHIDKEHHSI TEMIIOB SKOHOMHYECKOTO pOCTa Ha BCECOIO3HOM YPOBHE YIOMSHYTas pa3HMLA
PE3KO COKpaTHIIaCh U MPUOIN3UIACE K COI03HOMY YPOBHIO.

OnHUM U3 TIIaBHBIX (PaKTOPOB, TOPMO3AIIUX Pa3BUTHE, SBJIIICS OYeHb HU3KUI YPOBEHB
KayecTBa MPOAYKIMM, CYIIECTBOBaHME T.H. HEKPO’KOHOMHKH, YTO TPOSBIUIOCH B HeMpe-
PBIBHOM pOCTE TOBapHBIX 3aIlaCOB W HAIWYMHU B SKCIIOPTE HU3KOW JOJIM MAIIMHOCTPOCHUS: B
I'py3sun — 5% u Bo Bcem Coserckom Coroze — 13,6%. Jlns cpaBHeHus B bonrapum ona
cocrapisina 53,5%, B UexocnoBakuu — 57%, Ilonpme — 49,3%, a B pa3BUTHIX CTpaHax 3TOT
TIoKazaTesb ObLI erle 6oJiee BEICOKHM.

Taoauna 1
CpeaHeroaoBbie TEMIIbI POCTAa BaskHeH KX IKoHOMuYeckuxnokasareneii B CCCP u
I'CCP [bacuius T., Cunaranze A., YuxkBanze T.,2001].

ITokasarenu 1971-1975 1976-1980 1981-1985 1986-1990
CCCP | I'CCP| CCCP| I'CCP| CCCP| I'CCP| cCCP| TIccp
1.| HanmoHanbHBINA 10X0 5.1 4.8 3.8 6.1 3.1 4.4 4.1 4.6
2.| OcHOBHEIE 8.7 6.8 7.4 6.7 6.4 6.3 5.4 5.3
MPOU3BOJICTBEHHbIE (POHIIBI
3.| TlpomblInuIeHHAs! IPOTYKIIHS 7.4 6.8 4.4 7.0 3.7 5.4 4.6 4.6
4.| CenbCKo-XO03SIiCTBEHHAS 2.5 3.4 1.7 4.4 1.0 2.0 2.7 2.7
MPOYKIIUS
5.| TIpou3BOANTENBHOCTE TPYaa 45 4.9 3.3 6.3 3.1 3.6 4.2 4.6
6.| PeanpHBIC JOXOMABI HA AYIIY 4.4 3.3 34 4.8 2.1 3.7 2.7 3.7
HaCeJICHHS
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B Teyenue psga ner B sKOHOMHKE ['py3um mpoBoaAwIMCH pedOpMbl, HaleJeHHbIE HA
yIy4IlIeHHE COLUATUCTUIECKOTO XO3SHCTBEHHOTO MexaHu3Ma. Cpelu HHUX MOYKHO BBIICIHUTH
T.H. ,,Abamckuil skcrepuMenT ‘(paifon B 3amagHoit I'py3uu), mpoBogumsiil B 1970-e rogpst,
KOTOPBIII MMEJN LeNbl0 MOBBIINIEHHE MAaTepPHAIBHOIO CTUMYJIMPOBAHUS OCHOBHOIO CEJIBCKO-
XO34HCTBEHHOTO MPOU3BOAUTENS — KPECThSIHUHA, NMyTEM BHEAPEHHUS HEKOTOPHIX PBIHOYHBIX
9NIEMEHTOB (B YaCTHOCTH, KOJUIEKTHBHOTO mozapsaa). B 1980-x rogax B I'py3um, ¢ 1eibi0
KOOPJMHAIMN YNpPaBICHUsT NMPOQMIBHBIMUA OTpACiIsAMH, Oblla 0Opa3oBaHa HOBas yNpPaBICH-
Yeckasi CTPYKTypa Ha PECIyOJIMKaHCKOM YpPOBHE B BHJE arpONpPOMBIIIIIEHHOTO KOMHUTETa, B
KOTOPBII OBUIM OOBEIMHEHBI CENBbCKOE XO3AHWCTBO, MepepadOoTKa CeNbCKOXO3SHCTBEHHOU
MPOAYKINH (TIUIIEeBast MPOMBIIIIICHHOCTh), OOBEKTHl MMPOU3BOACTBEHHON HH(PPACTPYKTYPHl H
ap. Tlo3xe, ¢ y4€TOM MOJIOKHUTEIBHOTO ONbITA | py3un, aHAIOTHYHAsA CTPYKTypa OblIa co3naHa
U Ha BCECOIO3HOM YpPOBHE.

B komnrie 1970-p1x B Hauane 1980-bIx ro0B yrpasieH4eckas pedopma Obuia IpoBeIcHA
B MPOMBIIINIEHHOCTH — B T. TOMMcH — T.H. ,,DKCIEpUMEHT 3aBOJICKOTO paiioHa™ u ,,Ilotuiickuit
skcriepumenT B r.Ilotn (3amagnas I'py3us). B pamkax stux pedopm ObLIM NpEATPHUHSTHI
MephI [0 ONTHUMAJIBHOMY COYETAaHHIO MPUHIUIIOB OTPACIEBOTO M TEPPUTOPHAIBLHOIO YIpPaB-
JICHUA TPOMBIIIJICHHBIM NPOoU3BOACTBOM. C 3TOH LeNbI0 MPU HCHOJBHUTEIBHBIX KOMHUTETaX
roponos TOwmcu n Ilotn ObIIM cO3aHbI CTIEMANBHBIE OPTaHbl — TEPPUTOPHATIBHO-MEXOT-
pacieBbie o0bemuHeHns (TMO), HanenéHHbIE IMUPOKUMHU XO3SHCTBEHHO-NIOIUTHYCCKHMH
noHOMouMsiMU. OJHAKO, 3TH pedOpMBbI HOCHIIM BEChbMa OTpaHMYEHHBIM XapakTep, He 3aTpa-
TMBaIN TJyOMHHBIE OCHOBBI COBETCKOTO THIIA XO3SMCTBOBAHMSA M HE NPUHECIH HKEITAEMBIX
PE3YIBTAaTOB.

OxoHOMHUYecKas pedopma,IpoBoguMas B paMkax oObsBieHHOW M. I'opOaueBbIM
«tepecTporkm»(1988-1991 rr.) eme Oonee yxynmmna IONOXKEHHE B cTpaHe. B kKoHedHOM
CYETE TO HAIJIO CBOE OTPaKEHHE B OTPHULATEIEHOM YKOHOMUUYECKOM pOCTe, yCUIICHHHU aedu-
LUTa MPOXYKLIUH, pocTe 0e3paboTHUIlbl, paccTpOCTBE (MHAHCOBOH CHCTEMBI, PACIIMPEHUH
TEHEBOW 3KOHOMHUKH U T.7. ['0CyIapcTBO MOTEPSII0 KOHTPOJIb HaJl SKOHOMUYECKHMH TIpoIiecca-
Mu. B xonne 1980-x Hagane 1990-x rooB aHaJOTHYHBIE TEHACHINH CIOXWINCEH U B ['py3un,
XOT 37€Ch OHHU TIPOTEKAJIH ropas3io 0ojee ocTpo, 4To, IO HallleMy MHEHHUIO, B OCHOBHOM OBIIIO
o0ycioBnieHo nonuTHyeckuM (akropom. B I'pysun, Hapsiny ¢ npubanTuiickuMu peciryOumka-
MH HauOojee CHIIBHO BBIIBHJIOCH CTPEMJICHHWE K IOJMTHYECKON HE3aBHCHUMOCTH, W HaKall
HalMOHAJIBHO-O0CBOOOIUTEIEHOTO IBM)KEHHS JOCTUT CBOETo anoresi. PykoBosictBo CoBeTCKOTo
Coro3a KkpaiiHe HETaTHBHO OTPEarupoBailo HA 3TOT (PAKT U YCHIMIO KaK S3KOHOMUYECKOE, TaK 1
MOJIMTHYECKOE JaBieHue Ha ['py3uro.

CoBetckas aIMHHUCTPATUBHO-KOMAaH/IHAasi YKOHOMHUKA yIUIa B Mpouuioe ¥ pedopmu-
pOBaHUE 3KOHOMUYECKOU CUCTEMBI I'py3UH B CTOPOHY PHIHOYHON S9KOHOMUKH IIPEBPATUIIOCH B
HEMMEIOIIYIO PYroi albTepHATHBEI 3a/1a9y.

«IKOHOMHUYECKH I POMAHTHU3M) HAIMOHAJIBHOI'0 MIPAaBUTEJICTBA

[Mocne 0OBsIBIEHNST BOCCTAHOBIIEHUSI TOCYAapCTBEHHON He3aBucuMocTH (9 anpenst 1991
rozxa) nepen I'pysueii Bcranu JBe ciokHeWIne 3agadu: o0pa3oBaHHe MHCTUTYTOB HE3aBHCH-
MOT0 TOCYJapcTBa U CO3AaHHE HOBOW SKOHOMUYECKON CHUCTEMBI — (POPMUPOBAHKNE PHIHOYHOM
SKOHOMHKH, KOTOpasi JOJDKHA ObUla cTaTh aHTUIIOAOM CTapoOd COBETCKOW aJIMHHUCTPATHBHO-
KOMAaHJIHOW CHCTEMBI.

B To xe Bpems siidopusi, BbI3BaHHAS OOpPETEHHEM IOJUTHYECKONH HE3aBUCHMOCTH,
3HAYUTENIHHO MPUTYIHIIA 3/IPABBIH CMBICI, TIOJTHOCTBIO 3aTMIIIAa 0c000€ 3HAYEHNE POITH SKOHO-
MHUKH, CHeiaja BOCHpPHATHE CTOSIIMX Tepel Heil 3agad NPUMHUTHBHBIM, ITOBEPXHOCTHBIM.
«Tonbko OBl OBITH CBOOOJHBIMH, OyJIeM TOTOBBI MHUTATHCS W TPaBOW», «MBI HAa OJHON BOJE
«bopxoMm» TpoCymIECTBYeM», «IOCTATOYHO IaTh 3€MIII0 KpecTbsHaMm ['py3mu, M cTpaHa
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OyIeT craceHay, «rocyIapcTBO HE JOJDKHO BMEIINBATHCS B 9KOHOMHUKY», «PBIHOK BCEMOTYII U
OH caM o0ecreyuT OJarocoCTOSHUE» - ATH JIO3YHTH CTajdd OYEHb MOIMYJISPHBI B TOTAAIIHUX
NIPaBUTENBCTBEHHBIX Kpyrax, HOJMTHYECKOM HCTIOJIMIIMEHTE M OOJNbLIeH YacTu oOIIecTBa.
CnpaBeUIMBOCTH pajy CIEAYeT OTMETHTbh, YTO I03)KE MPABUTEIBCTBO, UCXOJS M3 CypOBOU
JCUCTBUTENILHOCTH, OTKA3aJ0Ch OT CBOET'0 POMAHTHYECKOTO IOJXOJa M 3aMEHHJIa ero Ha
JpYroii, Ka4eCTBEHHO HOBBIW, MEPEKIMKAIOUINNACS ¢ HOBBIM BpeMmeHeM. [lon BoznenctBuem
BeCbMa HEOJIOTOPNUATHBIX BHYTPCHHBIX(KOH(IMKT LEHTPAIbHOIO MpPABUTEIBHOCTBA C
Abxa3ckuM u IOro-oceTHHCKMM PErHOHaMH) W BHEIIHBIX(pa3phIB XO3SMCTBEHHBIX CBSA3CH C
OMBIIMMH COIO3HBIMH PKCITyOIHKaMU)(PaKTOPOB CEPhE3HO YXYIIMMIOCH COCTOSHAE B HKOHO-
muke ['py3un. Tak, Hanpumep, B 1990 roxy mo cpaBHeHHIO ¢ 1985 rogoM 00BEM mpoayKINH
TSDKENOH MTPOMBIIUICHOCTH COKpaTHics Ha 25%, NErkoi MpOMBIIUICHHOCTH Ha 17%, mumeBoit
MIPOMBIIUICHHOCTH Ha 16%, MammHocTpoeHus Ha 42%, Heh TEXUMUIECKON MPOMBIIUICHHOCTH
Ha 26%, MPOU3BOJICTBO CTPOUTEIBHBIX MaTepuanoB Ha 28% u T.1. [[py3ust B uudpax 1990
roay].

IlepBeiii mpe3uaeHT cTpanbl 3. [aMcaxypamwa TMOCTaBHJI BOMPOC O BO3MOXKHOCTH
HCIOJIb30BaHUA TCOPHUU KOHBCPICHUIHMU B OTHOUICHHUH COI[MAJIBHO-3KOHOMUYECKOI'O0 pasBUTUA
CTpaHbl, a MNpeaccaaTc/ib HalMOHAJIBHOI'O IMPaBUTCILCTBA B. FyFyI]_IBI/IJ'II/I, MPCAJIOKNIT 00-
LIECTBY HACI0 TOCYJapCTBEHHOTO KalWTaIu3Ma, Kak 3()(EeKTHBHBIH MEXaHU3M ITOCTKOMMYHHU-
CTHYECKOH 3KoHOMHYeckoi Tpanchopmarmu [[yrymBuin B., 1991]. dakrtuuecku pa3roBop
e 00 3BOIIIOIOHHOM IIEPEX0E OT aJIMHHUCTPATUBHO-KOMAaHAHOW S3KOHOMHKH K PHIHOYHOH,
T.€. 0 11eI1ecO00Pa3HOCTH HCIIONIB30BAHKS T.H. TPalyalUCTHISCKOH MOJENH TpaHC(opManuy.
OtMmeuanock, uto At GopmupoBanus 3PpQPeKTHBHO (PYHKINOHUPYIOMIUX PHIHOYHBIX CyOBEK-
TOB, MPOLIECC MAaCCOBOI M YCKOPEHHOM NMpHBaTH3AIMK HexocTarodeH. bonee Toro, B ycimoBuax
Hanmuuus ciaboro rocynapcrBa M OTCYTCTBHS KOHKYPEHLMHM, NMPHUBAaTH3alMs B pyKax IpH-
BUJICTHPOBAHHOW MPOCTIONKU OOIECTBA — PYKOBOJHUTEICH MPEAPHUATHI, KOPPYMIMPOBAHHON
HapTHﬁHOﬁ SJIUTBHI U XO3SIHCTBEHHBIX YMHOBHHUKOB, MPEBPATUTCA B MEXAHU3M HE€pepacripeac-
neHusi codbctBeHHOCTH. OTMETUM TyT ke, 4To B 1990 rojy cTOMMOCTb OCHOBHBIX (DOHJIOB
I'py3un cocraBisuia 40 mupn pyOsied, B TOM 4uclie, MPOMBIIUIEHHBIX (OHAOB — 26 MIpA
pyOuieii. Pa3Be oOmiecTBO HE UMEET IpaBa 3HATh, KyJda JAeidach 3Ta COOCTBEHHOCTh, B YbHX
pyKax OKazajach M KakuM LesM Hociyxuiaa? VIMEHHO 3TH BONIPOCHI U SBJISIOTCS KOCBEHHOM
OIIEHKOH BBINIEYKa3aHHON ITO3UINH.

Hcxonst M3 NMpU3HAHHOTO KOHIENTYaJbHOTO IOJX0[a, HaMOHAJIbHOE MPAaBUTEIBECTBO
HavyaJio OCTOPOXKHBIH MTPOIIECC MPUBATU3AIMH, KOTOPHIH IIEPBBIM JIOJITOM PaclpoCTpaHWICS Ha
CeIIbCKOe X035HcTBO. 3eMenbHast peopMa Ipearnosaraia paciiupeHne mpuycaieOHbIX ydacT-
KOB M TNepefady MX IOJHOCThIO B dYacTHYI0 cobctBeHHocTh. K 1991 romy B cembckom
xo3aicTBe I'py3un rocynapcTBeHHas COOCTBEHHOCTh ObLIa TOCIOJCTBYIOMIEH. 86,5% obmeit
CTOMMOCTH OCHOBHBIX (DOHJIOB MPUHAJUIEHKAIO FOCYAAPCTBY, YACIbHBIH BECh KOOIEPATHBHOM
COOCTBEHHOCTH cOCTaBysL1 9,6%, a nmuuHoi cobctBeHHOCTH — 4% [Unranasa H., 1995]. [py-
UM 3KOHOMHYECKHM pedopMaM B ATOT MEPUOJ] MOMENIal BOOPYKEHHBIN KOHGIMKT MEXIY
0rmo31/m1/1ef/'1 U TPABUTCIIBCTBCHHBIMU CHUJIAMH, KOTOpBIﬁ 3aKOHYMJICA CBCPKECHUEM IIpa-
BUTENbCTBA 3. 'amcaxypaua.

«beck 1 HUIETa» TPY3HHCKOT0 BAPHAHTAKIIOKOBOI Tepanum»

HoBoe mpaBuTenbeTBO 17151 pe(OPMUPOBAHUSI SKOHOMUKH BBIHYXJICHO BBIOPAJIO METOJ
«IOKOBOHU Tepanuuy. OCcyIecTBIeHHbIE B 3KOHOMUKE pedopmbl 3a niepuo 1992 mo 2003 rox
MOYKHO pa3/IelIUTh Ha JBa 3Tara — MepBbli atan oxBatbiBaeT 1992-1995 rr., Bropoii xe — 1996-
2002 rr.

JIuGepanu3amnus 1eH COMpPOBOXKIAIACH TOTHOW Mubepanu3anuei Toproeiu. «IlloxoBas
TEpanurA» ACIACT aKICHT Ha ABYX I'JIABHBIX HAIPABJICHUAX — MaKpO3KOHOMH‘-IeCKOﬁ cTa0MIN-
3alMK W OBICTPOW mpuBaTu3alu. MakpodskoHOMHUUecKas pedopma Ha JaHHOM ITarle MPOXo-

21



“006m30l50”, “Ekonomisti” Ni1, 2018

JIMJIa,01IMpasich Ha ABa OCHOBHBIX JO0KyMeHTa. B 1992 romy mpasutenbcTBO mpHuHAIO «OCHOB-
HBIE HampaBJieHUs] SKOHOMUKHU PecrnyOnuku ['py3us», a B Hayane 1993 rona — «Cpennecpou-
HYIO MPOrpaMMy MaKpO3KOHOMHYECKOH CTaOMIM3allMi M CHCTEMHBIX M3MEHEHHUH B peciy0-
nke I'py3ust», KoTopas yTOYHsUIa M KOHKPETH3HPOBasla IMIPUHIMIBI U HalpaBJieHus, chopmy-
JMPOBaHHBIE B IEPBOM JOKYMEHTe. bojplioe 3HaueHWe B mpouecce pedOpMUPOBAHUS
skoHOMUKH ['py3un nmena Takxe paspadorka B 1993-1995 rr. nepBoro MHAWKaTHBHOTO IUIaHA
COLMATIBHO-I)KOHOMHYECKOTO Pa3BUTHUS CTPaHbI, KOTOPBIA ObUI NEPBBIM ITOJOOHBIM JOKyMEH-
TOM M Ha BCEM MOCTKOMMYHHCTHYECKOM HpocTpaHcTBe. IIpuHATHE 3TOT0 JOKyMEHTa yKasbl-
BAaCT Ha IOMBITKY NEPEOCMBICIICHHS MPUHINIHAIEHOTO XapaKTepa, 9TO BBIPaXKanoch B 000CHO-
BaHMM HEOOXOAMMOCTH YMNPABJIEHHSA IEPEXOJOM K PBIHOYHOM 3KOHOMHKE. VcTopHuecKknM
PE3yNBTaTOM HEPBOTO 3Tana peOpPMUPOBAHHS SBUICS JEMOHTaK COIMAINCTUYECKON 3KOHO-
MHYECKOI CHCTEMBI M YCTPAaHEHHE KaKHX-THOO OCHOBaHMH JJSI €€ BO3MOKHOTO BOCCTAHOB-
JICHUS.

B T0 e Bpems nepBbIil 3Tan pehopMbl IPOXOIHI B UPE3BHIYANHO CIOXKHBIX U HEOIaro-
MPUSITHBIX YCJIOBHUSX — BOSCHHBIH KOHIHMKT B AOxa3uu u lOxuoit OceTnu, BBICOKUI ypOBEHb
KpUMMHANA, TOTaJbHAsl KOPPYIIH B MPAaBUTEILCTBEHHBIX 3MIeNoHaX U T.X. Hapsany ¢ Tpy-
JTHOCTSIMH TIOJIUTHYECKOTO XapakTepa SKOHOMHYECKYI0 OOCTAHOBKY OCJOXHSUIM W OIIMOKH,
JIOIYIIEHHBIE B TIpoLiecce MPOoBeieH s peOopM, YacThle OTKIOHEHUs, @ HHOT/IA ¥ OTCTYIUICHUS
OT MaruCTPabHOTO HANPABICHUS.

Becnoii 1993 rona I'py3us He uMena cOOCTBEHHON JEHEXKHOU cHCTeMBI. B oOpameHnn
HaxXoOWIHCh NeHbru yxe pacmaninerocss CCCP u HoBoBBemeHHbIE poccuiickue pyomu. Co
BTOpOi mooBMHEI 1992 roma Poccus otkaszanma ['py3um B mpeObIBaHHM B pPyOJIeBOH 30HE, U
peciryOnuka ObUTa BBIHYXIICHa CPOYHO BBECTH BPEMEHHYIO HAI[MOHAIBHYIO BAIIOTYy — IPYy-
3WHCKHMH KyIIOH. B TO e BpeMs KymoH He ObLT OOBSBIEH cpasdy K€ €IMHCTBEHHBIM IUIATEX-
HBIM CPEJICTBOM Ha BCEH TEPPUTOPUH CTpaHbl, M3-3a YEro OH HE CMOT 3aBOEBATh JOBEpHE
HaceneHud. K Tomy ke MOJOXKeHHE YCyryOminochk IpyOBIMH OIIMOKaMH, AOMYIIEHHBIMUH B
NeHex)HO-KpeauTHoi cdepe [[lanasa B., Bepuaze T. 2005].

o Jledumur OromxeTa, KOTOpBIA cocTaBisl Gonee 34% BajgoBOro BHYTPEHHETO MPO-
JIyKTa, IOKPBIBAJICS IMUCCUOHHbIMU Kpenuramu Hannonansnoro banka ['py3uu;

e B 5710 %€ Bpems B O0IbIINX 00BbEMax MPOUCXOAMIO CYyOCHIMPOBAaHKE TPOU3BOACTBA.
B gactHoct: B 1993 roxy moTtanmu coctaBisiid 57% OMODKETHBIX PAacXoloB, a B
nepBoii mosoBuHe 1994 roga onm Bozpocimu 10 60%MakposkoHOMHUYecKast cTabu-
JHM3anysl ¥ CPeIHECPOUHBIN IUIaH pPa3BUTHA dKOHOMHKa ['pysuu|. BHyTpm cTpansl
KOMMepUeckue OaHKH padoTainyu Ha oBepipadTe, YTO TaKXKe CIOCOOCTBOBANIO YBEIJH-
YEeHUIO B 000pOTe JAEHEKHOI Macchl. bonbime 00beMbl MyIIEHHBIX B 0OpaIieHne Kpe-
JUTOB U CyOCHAMH pEe3KO YCKOPHIHM yBEIHMUYCHHE KOJIHMYECTBA PE3EePBHBIX JICHET,
MoKa3areidb KOTOPHIX K KoHIy 1993 roma B 30-pa3 mpeBhICHI IOKa3aTeNH Hadaja
roga. Bee aTo mpuBeno: a) k 6picTpoMy obecrieHuBaHuiO kKynona:eciaul momnap CILIA
5 anpenst 1993 roxa (mata BBeneHus kynona) cromn 1000 kynoHoB, | utofist ero neHa
cocrasmia 48000 kymonoB, | sHBaps 1994 roma —102300 xymoHOB, a 1 ceHTOps — 5
MJIH KynoHOB. Takum 00pazoM, KYIIOH yTPaTHI HAKOITUTEIbHYIO U IJIATEKHYIO (YHK-
M0 M, (haKTUYECKH, OBbIJI BHITECHEH M3 pacyeTHBIX KaHaJIoB; 0) Hapsgy c obecie-
HUBaHHEM KyIOHa MHQIIMS nepepocia B runepuHdisiunio. Tak HanpuMep, eciu
rogoBoi Temn uHGAIMK B ['py3un B 1990 roxy cocrasisin imms 3,3%, B 1991 roxy
oH 6611 yke 75,3%, B 1992 — 1037%, a B 1994 rony — 7741% (!) [Khaduri N., 2010].

ITo remnam nHsIIMN B 1985-1994 roast 'py3ns 6pu1a G€3yTEIIHBIM ,,pEKOPACMEHOM
Cpeay MOCTCOIUATTUCTHIECKUX U MoCcTcoBeTcKuX cTpaH. C 1985-ro mo 1994 roas! nHbmsmNsA
Bbipocina B I'py3um Ha 4247,8%, B Poccuum — Ha 295,2%, B AsepOaiimkane Ha 764%, B
Apmenun Ha 1656,6%, B JlatBuu Ha 206,0%, B Ykpaune Ha 1155,6%, B Benurpun Ha 18,1%, B
TTonpmre Ha 113,1%, Yexuu Ha 11,5%.
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BesnpenenentHa Oe3gHa MajeHWS IPOW3BOJACTBA, NMPOJODKHTENBFHOCTE M MacIiTad
CHIDKEHHsI TEMIIOB KOHOMHMYeckoro pocta. Hauwmnasg ¢ 1988 roma BBII perynapHo ymeHs-
mascs. Hanbonpllee cHmKeHHE SKOHOMHUKA ucibITana B 1992-1994 romax. B wactHOCTH, 1O
CpaBHEHMIO C IpeAbAyIuM rogoM B 1989 roay on causmiicsa Ha 4,8%, B 1990 — 15%, B 1991 —
21,1%, 1992 — 44,9%, 1993 — 29,3%, B 1994 — 10,4% [[daunsie ['oOckOMHTETa IO CTATHCTHUKE.
T6., 1996]. C 1992 roma o0beM rocynapCTBEHHBIX JTOXOJOB MO OTHOIICHHIO K BaJOBOMY
BHYTPEHHEMY IPOAYKTY CyIlecTBeHHO cHu3miIcs — ¢ 30% B 1992 rony no 4,2% B 1994, B TO
BpeMs Kak JO0Js HAJOTOBBIX IOCTYIUIEHHH cocTaBmia Bcero juib 2%.IIpoBoanmas myTém
“IIOKOBOH Tepamuu” 3KOHOMHYEcKas pedopMa mpu OTCYTCTBHH 3(P(GEKTHBHON COIMAIBHOMN
MOJIMTHKY ¥ TIOTEPsI BIMSHAUSA Ha BAXHEHIINE COLMAIBHBIC MPOLECCHl CO CTOPOHBI TOCYAapCT-
Ba, CIIOCOOCTBOBAIO BOZHUKHOBEHHIO OCTPEHINETO COLMAIbHOTO KPHU3UCa B CTpaHe. ,,Connais-
Hasg IDIaTta“ 3a PHIHOYHBIE PeQOpMBI OKa3alach CIHWIIKOM BBICOKOW s OOJBIIMHCTBA
HaceneHusd. MMeno MecTo 3HAuMTEeNbHOE YXYJIIEHHE YCIOBMH XM3HHM TpaXkJaH — PE3KO
YMEHBIIMJINCh JIOXOJbl HACENEHUs KaKk B HOMUHAJIBHOM, TaK M B PEaJTbHOM BBIPAKEHHH
[Meskhia 1.,2008]. Tak, manpumep, MUHUMaibHas 3apiuiata ¢ 70 py6neit (107,7 mommapos
CHIA) 1989 roga ymana a0 2,5 miaH. kynoHoB (1,78momnapos CILIA) B 1994 rony.Cpenmsis
3apruiata B TOM ke mepuoje ymama ¢ 197,7 py6.(304,2 mon. CUIA) mo 6,24 MiH. KyOHOB
(5,02 gon. CIA). B 1992-1994 romax peanpHas 3apaboTHas iarta ¢ yd4értoM eé MoKyma-
TEJIFHOHM CIIOCOOHOCTH yMEHbIIWIach B 8,4 pasa, cpenHsst 3apaboTHas Iuiata B 3 pasa, BEJH-
YrHa NeHCHH B 7,4 pas3a. Unciio JOMAIIHUX XO3SHCTB, HAXOAUBIIUXCS 32 ITOPOrOM OETHOCTH,
Boipociio 10 80%, koaddurment Jxunu ¢ 0,3 (1992) 0,54 (1994). OcHoBHYIO YacTh OeqHEN-
IIIETO CJIOSI HACEJICHHS COCTABIISIN: TIEHCHOHEPHI, 0€3pab0THBIE, YHCIIO KOTOPHIX HENPEPHIBHO
pocio, WHBaIHMABI, OCKEHIBI, OONBIIAS YacTh WHTEUIMICHIMH W TOCCIY)KaIlUuX, KOTOpBIC
MOJTy4asli MU3EPHYIO 3apa00THYIO IUIATYy.

[ToapITOXXUB OCHOBHBIE pE3yJbTaThl MEPBOW YacTH BTOPOTO 3Tamna pedOpMHPOBAHUS
SKOHOMUKH ['py3uu, cieqyeT OTMETHTh OBICTPOTY NEPEMEH, TOTAIbHYIO JIHOepaIu3aluio,
(pOHTANBLHYIO NMPUBATU3AIMI0O ¥ MHUHUMHM3ALUIO POJIM TOCYAapCcTBa B SKOHOMHKe. Bmecte ¢
TEM, B YCJIIOBHSX OTCYTCTBHS LMBHIM30BAHHOW PHIHOYHOW cpelibl U P(EKTHBHBIX XO3SHCT-
BEHHBIX CYOBEKTOB, BO3HHK CBO€OOPA3HBIN ,,yIIPaBICHYECKUI BaKyyM,,, KOTOPBIA CKOPO CTalIH
3alOJHATh Pa3lWYHble Ma(HO3HO-KIAHOBBIE M TEHEBBIE CTPYKTYpPbI, Hadaics IPOIECcC
KPUMHUHAIHM3AINH 3KOHOMHYIECKOM JKN3HH.

Takum o6pazom, B 1992-1994 rogax sxoHOMHKa [py3uu HaxoAmWiach B OCTpEHIIEM
KpHU3uce, BO H30eKaHHE KOTOPOTO CO BTOPOi MONOBHHEI 1994 roma Hadaioch akTHBHOE
OCYIIIECTBJIICHUE AaHTHKPU3MCHONW TPOrpaMMbl TPH YYacTUH aBTOPHUTETHBIX (DHHAHCOBBIX
opranmzaiuii — Mexaynapoasoro Bamotaoro ¢ouga (IMF) u Becemupnoro 6anka (WB). B
paMKax MporpamMMbl ObUIO OCYLIECTBIEHO MHOXXECTBO MEPOIPUATHI 3HAYUTENBHOTO pedop-
MAaI[OHHOTO XapakKTepa: IIeHbl Ha MPOXYKTHI MUTaHMUA (B TOM YHCIe Ha XJeO, SBISABIIUICS
OCHOBHBIM INPOAYKTOM IHMTaHH)OBUIM OCBOOOXKAEHBI OT TOCYAapCTBEHHOTO PETYIHUPOBAHMA,
YCKOPWJICS TIpollecc MpHBaTH3aluy, HannoHanbHBIM OaHK Havajdl NMPOBOAWUTH CTPOTYIO Je-
HEKHO-KPEIUTHYIO MOTUTHKY. OH OTMEHMI 3alpeT Ha CHATHE HAJMYHBIX JICHET ¢ OAaHKOBCKHUX
CYETOB ¥ B TO )€ BPEMS 3alpeTHJI KOMMEpUYeCKUM OaHkaMm paborarhb B pexume oBepapadta. B
pe3ynpTaTe 3THX MEpONPHUITHH BO BTOpoil  mojoBuHEe 1995 roma cTaOMIM3MpOBAIICS
oOMeHHBIN Kypc nommapa — 1 mommap CHIA 6but paBen 1,3 MIIH KyMOHOB. DTO 3aJI0KHJIIO
MIPOYHBIA (PYHIAMEHT AJIsl YCHENUIHOTo OCYIIECTBIICHNUS AeHEeKHOH pedopmbl. B oxtsaope 1995
rojia B KauecTBE €AMHCTBEHHOT'O IUIATE)KHOTO CPEACTBa Oblila BBEJICHA HAI[MOHAIbHAS BAJIIOTA
— napu, Ob1 yctaHoBiaeH oOMmeHHbI Kype (1 mommap CLIA npupaBruBancs 1,3 mapm),
KOTOPBII JUINTEIEHOE BPEMS OCTaBAJICS CTAOMIILHBIM.

B pesynprare ycnenrHo ocymecTBICHHON SKOHOMHUYECKOH peopMBl, KOTOpast COBIaia
€O 3HAYUTENBHBIM HOJIUTHYECKUM (PaKTOPOM — MPEKpalieHneM BOSHHBIX JCHCTBHUHA B cemapa-
THCTCKOM pernonHe ['py3mm (AOxasum), «IepHOA ISTHICTHETO AKOHOMHYECKOTO CIajia
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cMeHwICs SKoHOMHu4YeckuM poctoM: BBII B 1995 roxy BeIpoc Ha 3,1%, a B 1996-1997 romax
3TOT MOKa3aTelb CXKErOIHO B cpeaHeM coctapisit 10-11%» [Papava V.,2013].

Co BTOpOIl MonoBuHb! 1998 rona B sxoHOMUKE ['py3uH BO3HUKIM HOBBIE CJIOXKHOCTH,
BBIPa3MBIIMECS B BAJIOTHOM M OromkeTHOM Kpmsuce. C ceHTs0ps 1998 roxa Havanock najne-
HHUEe Kypca Jiapy, npoumBiueecs 10 Mast 1999 roma. C 5 centsbps no 4 nexabps 1998 rona
Kypc napu obecuieHusIcs npuOIu3uTensHo Ha 22%, a x 15 mast 1999 roga — na 50% [ Meksa-
oumBmim 3., 2016]. Jeduuur Oromkera MPUHSIT XPOHUUECKHIA XapakTep U cocTaBmi: B 1998
roxy — 188 muH mapw, B 1999 rony — 254 mun napu, B 2000 rogy — 196 muH napu [ lanHbie
MunucrepcrBa ¢punancoB Pecriyonuku ['py3us.,2001]. 3HaYUTEIBHO YMEHBIINIICS TEMIT POCTA
peamsHOTO BBII: B 1998 roay on cocraBunl,9%, B 1999 r. — 3,0%, B 2000 roxy — 1,8%. B
1999 rogy o6wem BBII I'pysun cocraBmsin Bcero nmmb 36,8% ot mokaszarens 1990 rona.
Xynmue nokazamenu O0butn y Mosnossl — 31,7% u Ykpaunsl — 35,0%. 3 mocrcoBeTckux
rOCY/apCTB 3TOT MOKa3aTelb CaMbIM BBHICOKMM ObLT B Y30ekuctane — 87,9% u benopyccnu —
82,6%, a u3 mocrcormanucTuueckux crpad B Ilonsire — 137,7% [ Research Reports.1999].

Tabduuna 2
Hexoroprble 3xoHoOMHu4yeckune nokasareau I'py3unu B 1992-1997 ronax [ Paccuurano
aBTOpPaMHU Ha OCHOBe JaHHbIX ['ockomurtera no crarucruke Pecnyoauku I'py3us.]

DKOHOMHMYECKHUE ITOKA3aTENN 1992 1993 1994 1995 1996 1997

1. | Pocr peansroro BBII B %-ax -39,7 -29.3 -12.1 3.3 11.2 11.3

2. | Poct mpoMBIILIeHHOM -45.6 -26.6 -39.7 135 7.7 8.2
IpOAYKIKU B Y%-ax

3. | Hedunur 6romxeta k BBIT B %- -28.0 -34.0 - -4.5 05.6 -3.6
ax

4, TonmoBoii Temn uudisunm B %-ax|  746.4 1037.2 77415 57.4 13.5 7.3

5. WHpexc COBOKYIHBIX 846.4 1137.2 7841.5 157.4 113.5 107.3
MOTPEOUTENBHBIX IIEH B %-ax

6. l'ocynapcTBeHHbBIE 10XOBI K 10.2 9,7 7.7 7.7 9.8 11.7
BBII B %-ax

7. | T'ocymapcTBeHHBIE pacXobl K 35.6 33.3 235 111 17.0 15.0
BBII B %-ax

HoBblif 5JKOHOMUYECKHI KPU3KC BBI3BAN YXYAIICHUE SKOHOMUYECKUX U COLIMAJIbHBIX
YCJIOBUI HaceJIeHUsI, TTOBBICHJI UX HEIOBOJIbCTBO CYIIECTBYIOUIUM MPAaBUTENbCTBOM M CTaj
MIPENOCHIIKON 6apxaTHOI «PeBomroriu Po3y.

JKkoHoMHUYecKUe pedopMbl NPaBUTENbCTBA «P030BON peBOIOLUI) 10 3HAKOM
aBTOPHTAPHOT0 MOJIEPHU3MA

B pesynbrare 3TOH peBONIOIMM K BJACTH MpHUILIA TPYINIa MOJOIBIX JOBOJBHO
aMOUIIMO3HBIX MOJIUTHKOB, KOTOpask HEPTHYHO B3sJIaCh 3a OCYIICCTBICHHAE 3KOHOMHUYECKUX
pedopM, OpHEHTUPOBAHHBIX HA MOJCPHU3AINIO CTPaHbI. [locienHss B OCHOBHOM BEISIBUJIACH B
CO3JIaHNH T.H. «PYHKIIMOHHUPYIOIIETO TOCYIapCTBa» W TIOIMBITKE (OPMUPOBAHUS HOBOW CHC-
TEMBI «OOIIECTBEHHOTO cepBHca». HoBOE MpaBUTENBCTBO CMOTJIO YCTAHOBUTH (DHHAHCOBYIO
TUCIUTUIAHY, 3HAYMTEIHHO YBEIWYHMJIO HAJIOTOBBIE TMOCTYIUICHHS 32 CYET YCHJICHHUS
AIMUHHUCTPUPOBAHUS, ITPEOJI0JIEN0 OO KETHBIH KPHU3HUC, MOKPHUTO 3aJ0PKEHHOCTH TI0 OTIIATe
TpyJla pabOTHHUKAM OIOJKETHOH cephl, a TaKkKe 3aJ0JDKEHHOCTH TI0 TIEHCHUSIM.

Brumn mpeAnpuHATH BakHbIE mard B orHomeHuu OwusHeca. C 2005 roma Havan
JIeiCTBOBATh HOBEIM HajaoroBbIil KOIEKC, KOJMYECTBO HAJOrOB ¢ 27 OBUIO CHIXKEHO 10 7, a
rpy3 HajmorobmaxkeHus: ObuT oOyerdeH. bruta OTMEHEHa MONUTMHA Ha UMIIOPT CEIbCKOXO03SHCT-
BEHHBIX TMPOJYKTOB M CTPOUTEIbHBIX MaTepuanoB. CTano ropas3io Opolle HayaTb YaCTHBIN
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Ou3HEC, 9TO BBIPA3MIOCH B 3HAYUTEIHBHOM YIPOIICHUH, @ B HEKOTOPBIX CIIydasx W B MOJHOU
OTMEHE, pa3pelIeHHs, HeOOXOIUMOro il ero Havaia.Taxke ObUIM YIPOLIEHBI MPOLEAYPHI
TOCY/apCTBEHHOT'O PETHCTPUPOBAHKS IpaBa Ha coOcTBeHHOCTh. Ha Beeit Teppuropuu ['pysun
ObUTH co3/1aHbl T.H. JloMa IOCTHIMM, Tie TPaKAaHE 0 NPHHIUITY «EIUHOTO OKHa» MOTJIH
MOJYYUTh JOCTYI K TOCYJapCTBEHHBIM YCIyraM: B3sITh MAcIOpT WJIM HHOE CBUAETENBCTBO,
3apeloTPUPOBaTh NMPABO Ha COOCTBEHHOCTb, B3ATh pa3pelICHUE Ha CTPOUTEIbCTBO U T.O. B
pe3yibTate CTPOTMX aHTUKOPPYIIIMOHHBIX MEPONPHUATHI MOYTH MOJHOCTHIO ObLTa HCKOpe-
HEHA TaK Ha3blBacMasi «OBITOBas KOPPYMLMS», KOTOpas NMPH MPEABIIYIIMX BIACTIX HOCHIA
TOTaJIBHBIA XapakTep. Co3maHue OIarompUSATHBIX YCIOBHH IUIS YaCTHOTO OHM3HECA MPUBENO K
3HAYUTEIFHOMY POCTY MHBECTHIIMU B cTpaHe. DTOT mpotecc Havaics B 2004 roxy u mocTur
muka B 2007 — cymma mHBecTHIHHI nipeBbiciia 2 mupx poiutapoB CIIA [ De Waal, T., 2011].
B TO € BpeMs pOCT TEMIIOB MHBECTULMN 3HAYUTENILHO IPEBBINIAJ PEAIbHBIM TEMII pocTa
sKoHOMUKH. [IprunHa OblIa B TOM, YTO 3T MHBECTUIMH B OCHOBHOM OBLIM COCPELOTOYCHBI B
cepe TOProBiIM HENBM)KMMOCTBIO M TpAaTWIIMCh Ha (PUHAHCHMpOBaHHE HMIIOPTa TOBApOB
OBITOBOTO Ha3HAYCHHUS.

OtpuuarensHoe BIMSHUE Ha SKOHOMHUKY ['py3um oka3ano KOH(POHTAIMOHHAS IOJHU-
Tuka npaBuTenbeTBa M.CaakamBuiu ¢ Poccuiickoit @enepanueit. IMeHHO 10 3TOH IpUYuHE
poccuiickuii pIHOK Ha OMNpeJeNICHHBIM HepHoJ] 3aKpbUICS Uil TPAAUIUOHHBIX I'PY3HMHCKHX
npoaykToB. CHaudana 3a0peTHNIM BBO3 IPY3MHCKOTO BHHA U aJKOTOJBHBIX HAIIUTKOB, MO3XKE
MHUHEPAIbHBIX BOA. B pesynprare 3TUX AEHCTBHIN YOBITKH IPY3HMHCKUX 3KCIIOPTEPOB COCTABH-
i 300-500 mumH. gommapo CHIA. C 2012 roma Bo300HOBHMIICS 3KcmopT B Poccuro Tpamu-
IIMOHHBIX I'PY3WHCKUX NMPOAYKTOB — BHHA, KOHbSKA, 4Yas, Tabaka, 3()MpOMacCIUIHBIX KyIbTYp,
opexa, (GpyKTOB U OBOIIEH.

CrienyeT OTMETHUTh, YTO AEKJIApUPOBaHHBIM IpaBuTenbcTBOM M. CaakamBuau nube-
palbHBIM W JMOEpTapHajbHBIM HPUHLUIAM YacTO IMPOTUBOPEYMIIM INPAKTHUYECKHE MEpO-
MIPUATHUS, TPOBOAUMBIE UM B 3KOHOMUKe. Kak Bcerzia MoJuTHKA B3sjIa BBEpX HAJl YKOHOMMKOM
B mepByto odepenp, 3T0 NMPOSBUIOCH B chepe MPHUBATHU3AIMM U 3AIIUTHl MPaB Ha YaCTHYIO
cobcreennocts [Human Rights Report on Georgia. 2010]. Muorue 4acTHble OOBEKTHI, MO
MIPEUIOTOM HCIIPABJICHHUS OIIMOOK, JONMYIIEHHBIX B IIpOIlecce NMPHUBATHU3AIUH IPEABIIYIINM
MIPaBUTEINBCTBOM, OBUTH OTOOPAHBI Y MIPEKHUX BIAJEIBIEB U MEPEIUIN K TOCYIapCTBY C LEIbI0
UX MOBTOPHOW ImpHBaTU3anyy. MmMena MecTo npakTuka HEMPO3pavHOH NPUBATH3ALMU, KOTOpas
0co00 KOCHyJIachb KpYITHBIX OOBEKTOB, YTO CTJIO OCHOBaHWMEM [UI  IOJO3PEHUH
CYyILIECTBOBAHMS IUTAPHBIX KOPPYIMIUOHHBIX CHEIIOK.

Co cropoHBI rocynapcTBa HEpelKH ObUTH (akThl pIKeTa OW3Heca, KOTOPOE IPOsB-
JISJIOCh B HECKOJIBKUX HalpaBIICHUSIX:

e Biactu, uCHONB3ys CWIOBBIE CTPYKTYPBI, MOJA Pa3IMYHBIMH MPEAIOraMu
BBIHY)XKJQJIN OH3HECMEHOB IPHOOpPETaTh MPAKTHYECKH HEBBITOJHBIE UM
00BEKTHI 110 HENPOIIOPLIUOHAIILHBIM [IEHAM.

e  DBu3HECMEHOB BBIHYXJAIU MEPEUHUCIATH COJHUIHBIE CYMMBI KaK B OIOJKET
roCyaapcTBa, TaK U B pa3lUdHbIe (GOHABI, OONBIIAas 9YaCTh KOTOPBIX KOHTPO-
JIMPOBAJIaCh CUIIOBBIMU CTPYKTYpPaMH.

e Jlo HENMOCPEeICTBEHHBIM yKa3aHHMSAM HIM BMELIATENbCTBY IPEICTABUTENECH
BBICIINX 3IIEJIOHOB BJIACTH MPOMCXOJMIIO BBIHYXXIECHHOE IepeodopMIIeHHE
COOCTBEHHOCTH HEYTOJHBIX OM3HECMEHOB Ha JIMI, NPHONMKEHHBIX IIpa-
BUTEIILCTBY.

e besomnacHoe 1 OecHpensiTCTBEHHOE OCYIIECTBICHHE OHM3HECa MOTIIM TOJIBKO
ONMM3KKe POJCTBEHHWKH W JAPY3bsI NPABSIIEH 3IUTHL, WIH OW3HECMEHBI -
OCHOBATEJU NpaBsilieil napTuu «E1MHOE HAllMOHAILHOE JBUKEHUEY.

Takum o6pazom, aHaIK3 OMBITA AEBITWICTHETO TpaBieHuss M. CaakamIBIIIN MO3BOJSET
CIeNaTh CIEAYIOUINHA BBIBOJ: WCHOIB3yd aBTOPUTAPHBIE METOIBI MPABICHUI, MOKHO JOCTHYD
OTIPE/ICIICHHBIX MO3UTHBHBIX 3KOHOMHUYECKHX CIBUTOB. XOTS B JOJITOCPOYHOH IEPCIIEKTHUBE
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CTaOMIIBHBIA, YCTOHYUBBIA POCT M pa3BUTHE SKOHOMHUKH BO3MOXKHBI TOJBKO B YCIOBHSX
(opMupoBaHusi 00ECIIEUNBAIOIIUX ITOCTOSIHHBIN JWHAMU3M HMHCTUTYTOB, YCHJICHHS JEMOK-
partuu, 3aluThl CBOOOIBI U TIPaB YEJIOBEKa, TOBBIIICHUS MOJUTHYECKON KyIbTyphl Tpaxaa. K
COXaJICHUIO, B ['py3unm Takux YCJIOBHH HE OKa3aJoCh, YTO M OOYCJIOBHIIO IPOBajl aBTOPH-
TapHOTO BapHAHTa MOAEPHU3ALIUHU CTPAHBIL.

IKoHOMHUYECKHE pe(l)oprl Ha COBPEMCHHOM JTalle: « ABa 1ara Bnepéa, mar Hasaa»

B oxtia6pe 2012 roma B mapiaMeHTCKHX BEIOOpax MOOSAWI MOTUTHYECKHH OJIOK
«['py3uHCKasg MedTay W ObUTO CHOPMHPOBAHO MPABUTEILCTBO, KoTopoe B 2014 romy yrBep-
o «CTpaTernio connansHO-3KOHOMIYecKoro pa3sutus [ py3mu — I'py3us 20205, KOpoTKO —
«py3mst 2020». CormacHO 3TOMY AOKYMEHTY OBUIH OIpENeNleHBl TP OCHOBHBIX TIPHHIUIA
HKOHOMHYECKOH MOJIUTUKH I'PY3NHCKOTO MPABUTEIBCTBA:

e  VYCKOpPEHHBIM 3KOHOMHUYECKHMI DPOCT, OPUEHTUPOBAHHBIA Ha pa3BUTHE pEaIbHOIO
CEKTOpa SKOHOMUKH;

e [loanepxka MHKIFO3MBHOI'O 3KOHOMHYECKOTO POCTa;

e PanyoHanbHOE HCIONIB30BaHHE MPHUPOJHBIX PECYPCOB B MPOLIECCE IKOHOMHYECKOTO
pa3BuTHs, OOEcleueHHe SKOJIOTHYECKOW O0€30IacHOCTH W HaAEKHOCTH, Npodu-
JIAKTUKa PUCKOB CTHUXUIHBIX O€CTBHI.

B KOHTeKcTe pa3BUTHSI PEATBHOTO CEKTOPa SKOHOMHKH OBIIM OCYIIECTBIICHBI CIEAYIO-
A€ MEPOTIPHUATHSA:

e  bbit co3nan GoHA pa3BUTHS CETBCKOTO XO3SHCTBA;

e KpectbsHaMm u hepmepam OBUTH PO3IAHBI BaydepHI;

e  BbUI NpUHAT 3aK0H O KOOIIEpalnHy;

e B 1ensx mNOBHIIICHWS [OCTyNa K (DMHAHCOBBIM yciayram Obula 3aleiicTBOBaHA
TPEXYPOBHEBAA MMporpaMMa JIbI'OTHBIX KPEAUTOB,

e bBbuIo ocymiecTBICHO CyOCHAMPOBaHHE HEKOTOPBIX CEJIbCKOXO3SIMCTBEHHBIX IPO-
JYKTOB, HAlIpUMeEp, IPOU3BOJICTBA BUHOTPAJIA.

CopeiicTBue Ou3Hecy npejrnosaraia v MpaBUTeIbCTBeHHas nporpamma «l[IpousBoau B
I'py3um», opuenTpoBaHHas Ha (pUHAHCOBBIE M MH(PACTPYKTypHBIE OOBEKTHI, B OCHOBHOM, Ha
TIOBBIIIIEHUE JIOCTYIHOCTH HEIBIKUMOCTH M PACIIMpPEHHE KOHCYIBTAllOHHOTO CepBHCA JUIS
¢upm. [ mommepKKHM M CTUMYJIMPOBAHMS HMHHOBAIIMOHHOTO OM3Heca Oblia paspadoTaHa
IpaBUTENbCTBeHHAs nporpamma «Crapran ['py3us». YcHemHbIM MOXHO CYMTaTh M IOJIIH-
canroe B uroHe 2014 roga Cornamenne o6 accomuanmu ['pysun ¢ EC, koTopoe BCTYmHIo B
cuny B utone 2016 roga. DTOT NOKYMEHT Hapsay C APYTMMH acleKTaMH Tpejrojaraer
IIy0O0Koe 1 BCECTOPOHHEE COACHCTBUE PAa3BUTHIO TOPTrOBIH co cTpaHaMu EBpocorosa.

Ha »sTom sTane mpoBeneHus pedopM 3HAYUTENHHBIM IATOM BIEpPE] MOXKHO CUHUTATh
BHECCHHE TO3UTHBHBIX M3MEHEHHM B HAJOT'OBOEC 3aKOHOIATCIbCTBO. C sTOl TOUYKHU 3pC€HUA B
NEPBYIO OYECPEAb, CICAYET OTMETUTHL YCOBCPIICHCTBOBAHHUC AIMUHHUCTPATHUBHBIX IIPaBUJI
3alIUThI UMYIIIECTBA. HpI/I TPEKHEM NIPABUTECIBCTBE, COTTIACHO HeﬁCTByIOLHHM npaBuiiaM, 1mpu
BO3HMKHOBEHHH HAJIOTOBOT'O CIIOpa T'OCYIApCTBO MOIJIO OOpaTUTh B CBOIO COOCTBEHHOCTH H
IpoJaTh MMYILECTBO YAcTHOIO 3KOHOMHYECKOI'0 CYOBEKTa, YTO YacTO HCIIOIb30BAJIOCH B
LENsX «HaKa3aHWs» HEYroJAHOro emy Ou3HecMeHOB. Ceifyac cMmeHa Bllajiesiblla MMYIIECTBA
BO3MO)KHA JIMIIb TOCIIE ITPOXOXKIACHHS TPEX Cy1eOHBIX MHCTAHIUH.

Kpome TOrO ,CpOK MAaBHOCTH BBHIIUIATHI HAJIOTOB YMEHBIIWICS ¢ 6 g0 5 yet, a B
TIOCIJIEAYIOIIME OBl IIPEINONIaraeTcs ero CokpamieHue 10 3 yer. BepHbIM penienueM cieayer
NPU3HATh OCBOOOXKICHHE CEJLCKOTO XO3SIMCTBA OT HAJora Ha JOOAaBICHHYIO CTOMMOCTD
(HAC), a taxxe oCBOOOXAEHHE OT MOJOXOAHOTO HAJOTa JIUI C OTPAaHWYCHHBIMH BO3MOXK-
HOCTSIMHM, UMEIONIMX J0Xoj Hmke 6Tbic.Jlapy B romy. CambIM 3HAUMTEIHHBIM pedopma-
TOPCKAM MEpPONPHUATHEM TEKYIIET0o MepHoja SBIIETCS BCTyIIeHHE B cuiy ¢ 1 suBaps 2017
rojia T.H. «3CTOHCKOI MOZEJIN» HaJOrOBOIM CHCTEMBI, COTJIACHO KOTOPOH PEHHBECTHPOBAHHBIC
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JOXOABI HEe OO0JIararoTCsi HAJIOTOM, YTO SIBISIETCS Uil OM3HECa OYEHb XOPOIIUM CTHMYJIOM.
Jymaem, OyIeT mpaBUIIBHBIM, €CJIA 3Ta CUCTEMa CTAHET OPHEHTHPOBATHCS HEMOCPEIACTBEHHO
HA Pa3BUTHE WHHOBAIIMOHHOTO CEKTOPA PEabHOM YKOHOMHUKH.

B pe3ynbpTare mpuMeHEHHs 3CTOHCKOW MOJICIH HAJIOTa Ha MPUOBLIb, KOMIICHCHPOBAHUE
MOCTYIJICHUH HAJIOTOB B OOJDKET MPABUTEIBCTBO CACTANIO 332 CUCT MOBBIINICHUS AKIM3HOTO
Hayiora. C 2017 roya MOBBICHJIMCH aKIM3bl HA TOIUIMBO: B YACTHOCTH Ha OCH3WH B 2 pa3a, Ha
JIU3CNIbHOE TOIUIMBO — IMOYTH B 2,7 pa3a, Ha ra3 ajas aBToMoOwied — B 2,5 pasa, BEIPOC
aKIIU3HBIN HAJIOT HAa MIMIIOPT JIETKOBBIX aBTOMOOWIIEH, BRITYIICHHBIX 6 1 OoJiee JIeT Ha3al, 9To
JOJDKHO CIIOCOOCTBOBATH ITIOCTEIICHHOMY OOHOBIICHHIO CYIIECTBYIOIIETO B CTpPaHE yCTapeB-
IIeTO aBTOIApKa.

EctecTBeHHO, pOCT aKIIM30B BBHI30BET MOIOPOKAHKE TOIUIMBA, a BMECTE C HUM POCT IIeH
U Ha MHOXKECTBO JPYrOH NPOTYKIWH, YTO OCIOXHHUT COIHAFHOE M SKOHOMHYECKOE ITOJIO-
)eHue rpaxaad. Ho 3ta HeoOX0IUMOCTh HEU30EKHA, TaK KaK B MEPCICKTHBE OPHUCHTUPOBAHA
Ha YBEJIMYCHUE 00beMa MHBECTHIINN U YCKOPEHUE SKOHOMUYECKOTO POCTa.

CnabbIMy CTOPOHAMH TEKYLIUX peOpM ClITyeT CUUTATS!

e HemocTarouHo BBICOKHE TEMITbI BOCCTAHOBJICHHUS MpaBa Ha COOCTBEHHOCTh,HE3aKOHHO
0TOOpaHHYIO MPEKHUMH BJIACTAMU;

e HeobOocHOBaHHOE U MOCIHEIIHOE BBEICHHE IEJIOTO Psifia MPaBmil (HAIpUMep, U3MEHE-
HHUE B PETYJLIUNA BU30BOTO peXUMa, KOTOPBIE BIIOCIICACTBUH OBLIH OTMEHEHEI);

e PeBu3us U IPHOCTAHOBIIEHUE HEKOTOPHIX KPYITHBIX HHPPACTPYKTYPHBIX POCKTOB;

e 3araruBanue co3mgaHus 3(P(eKTHBHOW AHTUMOHOIIONEHOW CITY)KOBI W COXpaHEHHUE
MOHOTIONNH Ha HEPTh, MCITUKAMEHTHI U HEKOTOPBIC IPyTHE CPEPHL;

e  OmpeneneHHOE TOPMOKEHHE TIPOIIecca MPUBATH3AIII;

e  HeotperynupoBaHHOCTh mpoliecca 60pbObI ¢ Oe3paboTHIICH;

e HecrabwibHOCT, MOHETapHOH cpeabl (pe3Kue KonebaHHMs Kypca Jiapd, BBICOKUUN
YPOBEHb JOJUTAPH3AIIMK, MPOOJCMBI, CBSI3aHHBIC C OPraHU3AIMOHHOW CTPYKTYpOW
HarmonansHoro 6anka);

e [Ipou3BOJILHOE W HEYIOPSJAOYCHHOE HCIIONB30BAHHE CHCTEMbBI BbITAYd TPEMHUH U
OOHYCOB B FOCYJIapCTBEHHBIX CTPYKTYpax;

e Hegocrarounas paboTa COOTBETCTBYIOUINX IPABUTEIBCTBEHHBIX CTPYKTYpP € HWHOC-
TpPaHHBIMU JIOHOPaMHU B HHBECTOPaMU;

e (Cnabas KOMMYHHKAIWS MEKIY TIPAaBUTEILCTBOM H HACEIICHHUEM.

HecMmoTps Ha BBIIICYNOMSHYTBIC TPOOJIEMBI, Ha HAIl B3I, SKOHOMHYECKYIO TOJIH-
TUKY TIPaBUTEIBCTBO MPOBOJWUT B MPABWIIFHOM HAIPABJICHUH, YTO SBISIETCS MPEATIOCHLIKOM
JUTS ONITUMU3Ma B ONvoKaidiiemM Oyaymiem.

HeKOTOpLIe NEPCNEKTUBHUE HANIPABJICHUS PAa3BUTUHA IKOHOMHUKHA pr3uu

Hcxons w3 TeKymux IMPOIECCOB TI00ANM3aIMK, HPHUOPHUTETH pa3BUTHA [ py3um
JIOJDKHBI 0a3MpOBaThCs Ha aHAJM3€ BO3MOKHOCTEH, PHUCKOB M BBI30BOB. OUEBHIHO, YTO B
COBPEMEHHBIX yCIOBMAX s ['py3un, e€ mpaBUTENbCTBA, BIPOYEM TaK U Ui MPABUTENbCTB
JPYruX CTpaH, HEBO3MOXXHO M30€XKaTh BIMSHHUS OCHOBHBIX MIPOKOB Ipoliecca IN00ali3aliy.
B 3TuX ycnoBusix npuopureTHO! QyHKIMEH rocyaapcTBa CTAaHOBUTCS HE TOJBKO, M HE CTOJIBKO
3aIIMTa MHTEPECOB HAIIMOHAIBHOTO XO03s5icTBa (YTO B IPUHIUIIE SBJISIETCS CI0XKHON 3anadeit),
a HaXOX/ICHHE MaKCUMaJIbHON BBITOJIBI OT yYacTHsl B TII00aIbHON SKOHOMUKE.

C y4€TOoM OTMEUYEHHBIX OOCTOATENBFCTB BaKHEHIIMMH 3aJa4aMi, Ha HaIl B3TJLAL,
SBIISTIOTCSL.
- pa3BUTHE B MApaJICNIFHOM PEeXHME IMPOM3BOJCTBA WMIOPTO3aMEINAIOMEe W 3KCIIOPTHOMH
MIPOAYKITUH;
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- TIepeagpecoBaHie (PMHAHCOBBIX IOTOKOB IPEUMYIIECTBEHHO C (PMHAHCOBO-CIIEKYJIATUBHOTO
U TOPTOBOTO CEKTOpa B peasibHbIIl CEKTOpP 3KOHOMUKU;

- yCUJIEHHE COL[MATIbHON OPUEHTAUU U HHKIIO3UBHOIO XapaKTepa SKOHOMUKH;

- CO3JlaHHE BBICKOTEXHOJOTHYECKHX CHCTEM, OCHOBAaHHBIX Ha 3(P(EKTHBHOM HCIOIB30BAaHUU
pecypcoB HaykKu ¥ 00pa3oBaHus;

- JEMOHOMNOJM3allusi 3KOHOMUKHM M CO3JaHHE pPAaBHOM, KOHKYPEHTHOH cpeabl I BCex
CyOBEKTOB XO3SIICTBOBAHUS,

- BceoOmmas KamWTaIAU3aIMs SKOHOMHUKH, M CO3JMaHWE YCIOBHH IS BO3HUKHOBEHHUS CIOS
COCOOCTBEHHHKOB T.H. ,,CPETHETO Kilacca™.

Hepeopuenranus (QUHAHCOBBIX pecypcoB. [ToOanpHBI (HHAHCOBBI KPHU3UC SCHO
ITOKa3all, 9T0 aKyMMYJISIIHS KPEAUTHBIX PECYPCOB B TeX cpepax SKOHOMHKH, T1ie He co3MaéTcs
MaTepHAIBHBIN MPOIYKT YPEBATO KOHTPIPOAYKTHBHOCTEIO. C y4€TOM 3TOr0 0OCTOSTEIBCTBA,
nepen SKOHOMHKOH ['py3uM CTOMT 3ajada CeJEKTHBHOIO H3MOJIb30BaHUs (HHHAHCOBBIX
pecypcoB. OO0s3aTEIbHO 3aKPHITHE CTAphIX KaHAJIOB KPEIUTHOW SKCHAHCHHM M OTKPBITHE HO-
BbIX. OueBHIHO, YTO KOMMEpUYecKrue OaHKHU Ha 3TO HE CHOCOOHBI, OCTOJIBKY MOCKOJIBKY OHH
OpUEHTHUPOBAHBI Ha KPAaTKOCPOUHBIE IIETH U BBIJAYy HEPUCKOBAHHBIX KPEIUTOB, HE YUHUTHI-
BAalOT 3aJayll JOJTOCPOYHOIO Pa3BUTHS SKOHOMHMKH M COOTBECTBEHHO a/IeKBAaTHOI'O (hMHAH-
coBoro obecriedeHus. Mcxons W3 M3I0KEHHOTO, MBI CYMTaeM, YTO AOJDKHA OBITH CO3/1aHa
(uHAHCOBAS CTPYKTYpa, CKa)KeM, WHBECTHIMOHHBIA OaHK Pa3BUTHS WIIM KOPIOPALUS, OpTraHH-
3allMOHHO-TIPaBOBOH (OPMOH KOTOPOH MOXKET OBITh AaKIMOHEpHOE OOIIeCTBO, HO KOH-
TPOJBHBIA MAKeT MOJDKCH OCTaBaThcAd B PyKax rocymapcrsa. B OaHke(kopropamnui) pa3BUTHS
HUCTOYHAKOM aKKyMYJISIIIHA OCHOBHEIX PECYPCOB IOJDKEH OBITH TOCYHapCTBEHHBIN OIOIKET,
XOTS 3TO HE HCKJIIOYaeT HCIIONB30BaHHME IPYTHX HETOCYAapCTBEHHBIX HCTOYHHKOB (DMHAH-
cupoBaHus. M3 OaHKa pa3BUTHS JOJDKHBI OBITH IPO(PHHAHCHPOBAHBI TE€ MPOCKTHI, KOTOPEIC: a)
OpPHEHTPOBaHbI Ha IOJTOCPOYHYIO NEPCIEKTHBY; 0) HampaBlIeHH Ha CO3/IaHHE BBICOKOTEX-
HOJIOTHYECKOH, HAyKOEMKOH MpPOAYKIMM; B) XapaKTEpU3YIOTCS BBICOKMMHU pPHCKaMH; T)
TpeOyIOT O0JBIION 00BEM KATUTATIOBIKEHHH.

[Mpuopurer pUHAHCHPOBAHUS MPOEKTOB CO CTOPOHBI OaHKa Pa3BUTHS JIOJDKEH MpPUAaH
MEpOIPUATHSIM PETHOHAIBLHOTO MaciuTada, 4To CHOCOOCTBYET Jy4YlIeMY HCIIOJIb30BAHHIO
MECTHBIX IPUIIOIHBIX PECYPCOB.

PaspuTne mpom3BOACTBa WMIOpTO3aMemamieii u SkcrmopTHOH mnponykmmu. C KOHIA
2014 roma mpoOMCXOOUT NOCTOSIHHAs JAEBaJIbBallMsl HAIlMOHAIbHOW BamOThl ['py3uu, a B
OTJIENIbHBIC TIEPHOABI MMEJIO MECTO YyBCTBHUTENBHBIC KoleOaHms e€ Kypca. OOecieHeHUe
HAIIMOHAJIBFHON BBAOTHI ,,JIAPH* O0YCIOBHJIO POCT IIEH. B KpaTKOCPOYHOM IepHOIe ITyTeM
HCTONB30BaHUs co cTOpoHBl HarmmonamsHOro baHka Bo3MOXKHO ocnabieHHEe pe3Koro KoJe-
0aHKMs HaIMOHAJIBHOW BaJIOTHI, XOTSI B JIOJTOCPOYHOM II€PHUOJE, B CHIY IMPOHCXOMSIINX
MIPOIIECCOB B INI00ATBHOM SKOHOMHKE, COXpaHEHHE CTAOMIBHOCTH JIapHU BO3MOXHO TOJIBKO B
ciyyae cradmwinzaiuuu QyHIaMeHTaIbHbBIX (hakTopoB. C 3TOW TOYKU 3pEHHUS, OUEHb Ba)KHOE
3HaYeHHE NPUOOpETaeT pa3BUTHE IPOM3BOJACTBA HMIIOPTO3aMEINAIOMIE ¥ 3KCIOPTHOMH
MIPOAYKIIUH M CYIIECTBEHHOE COKAaIlIenue YPOBHS J0JUIapU3aIliy SKOHOMUKU. B naHHOE BpeMs
JOJTApOBasi Macca, COCPEJOTOUCHHAS B JOMAITHUX XO3SHCTBAX M (QUPMax, CIY>KUT HE POCTY
IIPOU3BOJICTBA OTEUECTBEHHOM NMPOAYKLUHU, & UHBECTHLIUAM B SKOHOMHKH APYTHX CTpaH, Tak
KaKk OHa MAET Ha 3aKyNKy NPOAYKIMU UMIOpTa. Jois MMIoOpTa B BaJlOBOM BHYTPEHHEM
npoaykte I'pysun cocrtaBisier 60%, B coceaneit Typuuu tonbko 23%. ExxerogHslii ©MOopT
npoxykuuu Ha 7 muipa. CLUA T'pysum obxomures B 450 000 pabounx mect. OTpuaTesbHbIA
ToproBelii Gamanc B 500 mmummoHoB posutapoB CIIA npuxonurcst TOJNBKO Ha arpapHo-
IIPOJIOBOJILCTBEHHYIO NMPOAYKIIMIO, OOJIBIIYIO YacTh MPOU3BOJICTBA KOTOPOH MOXET OCYIIECTB-
JIATh COOCTBEHHBINA arpocekTop. TakuM o06pazom, MHpoKas I0JUIapH3anrs SKOHOMUKH, TaKKe
KaK CHJIbHAsI 3aBUCHIMOCTH OT UMIIOPTA, OTPUIIATEIEHO OTPAXKACTCS HA COCTOSIHUN SKOHOMHUKH
I'py3uu 1 U3MEHEHHE 3TOTO MOJAKEHUS JOHKHO CTaTh BAXKHOW CTpaTErMuecKoil 3aaueil.
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Co3naHue MHHOBAIMOHHOW JKOHOMUKHM, OCHOBAHHOW Ha 3HAHUU M JOCTHIKCHMIX

HayKH
C NEPBLIX JICT HpI/I06peTeHI/Iﬂ FOCYL[apCTBeHHOﬁ HC3aBHUCUMOCTH 3KOHOMUKA pr3I/II/I

pa3BUBAcTCS B paMKax WHEPIMOHHON Mojenu. OHa OPHEHTUPOBAHA Ha MOTPEOJICHUU, JOXO-
JlaX, HAKOIUICHUH JIOJITOB, @ HE Ha MPOW3BOJICTBO, HHBECTUIIMM M MHHOBalWH. Jlonruit moct-
KOMMYHUCTHYECCKHI KPU3UC, B MOpeACiICHHOW (Gopme, MPOJODKACTCS M celuyac W Ui ero
MPEoIoNICHHsT HeoOXoauMa pa3paboTKa HOBOM MOJETH SKOHOMHUYCCKOTO Pa3BUTHSA, KOTOPAs
JIOJDKHA TPEAYCMOTPETh KaK TPYJHOCTH TEKYIIEro MOMEHTa Tak W TpeboBaHus Oyayliero
neprosa. CII0XHOCTh M HEOPJHHAPHOCTh HACTOSIIETO JTana Pa3BUTHS SKOHOMUKHU B TOM, YTO
HEOOXOAMMO O00ECHeYHTh MEepexo] OT CTapol IEHHAYCTPUAIN30BAHHON MOCTKOMMYHHC-
THUYECKON CHCTEMbl HA KOTHUTHBHO-MHHOBAIIMOHHYIO YKOHOMHUKY U 3TO HAI0 JOCTUTHYTh Ha
OCHOBE BHEJIPCHUSI BBICOKHX MEKIYHAPOIHBIX CTaHIApTOB. VICXOs U3 3TOro, MPaBUTEILCTBO
JIOJDKHO Pa3paboTaTh METApOeKT, KOTOPBIHA OyAeT BKIIOUYATh CIACTYIONIUE HATIPABJICHU:
-MHCTUTYIIMOHATU3AIMS U KAUTAIN3aIUs] HHTCIUICKTA,
-opMHpOBaHKE CTPATEIMYCCKOTO MBINUICHUS M BUJACHHUS B FOCYJAPCTBCHHBIX CTPYKTypax U
ousHece;
-opMHpOBaHEe HHHOBAIIHOHHOMN KYJIBTYPBI B IIIUPOKUX CJIOSAX OOIIECTRA,;
-co3fanue dPPeKTUBHO (YHKIIMOHUPYIOIICH 00pa30BaTEIbHOW CPE/bl, OTBEYAIOIICH MEKIY-
HApPOJHBIM CTAHIAPTaM,;
-o0ecreveHrne HHCTHTYIHOHAIBHO-IIPABOBOM, OPraHU3allMOHHOW © (HHAHCOBO-IKOHOMH-
YEeCKOM JI0CTATOYHOCTH MPOBOAUMBIX Mepornpusituu [Mekvabishvili E., 2011].
VHHOBALMOHHBIN CTPATETHYECKUI METANPOEKT MOXKHO KOHKPETH3UPOBATh U Pa3duTh
HA HECKOJBbKO CPaBHHUTEIBHO Yy3KHE 3aJa4H, MOKYMEHTbl. HyKHO OmpeienuTh KOHKPETHbIC
UCTIOJTHUTEIIH, CPOKU U BO3MOKHOCTH UX PEaTH3aIiK, KPUTCPUU U MAPaMETPhl MOHUTOPHHTA U
1.1. Kpurepuem yCcrmeurHoi peanusiuy MErarpoeKkTa CIeAyeT CYUTaTh co3aanue 3)(HEeKTUBHO
(YHKIMOHUPYIOLIEH SKOHOMUYECKOH CHCTEMbl, OCHOBaHHOM Ha 3HAaHMSAX M HWHHOBALMUSX, a
TAKXKE YETeIIHOEe BKIIFOUCHHUE SIKOHOMUKHU ['py3uu B IJI00aIbHYIO CHCTEMY.

3akaouenue

C MOMEHTa BOCCTAHOBJICHHSI TOCYAaPCTBEHHON HE3aBUCHMOCTH I10 CETOIHSIIHUN IeHb
pedopmMupoBaHre SKOHOMUKH [ py3un nMpoTeKaeT CII0KHO U IPOTHBOPEUNBO.

Crnenyer BBIIEIWTh HECKOJBKO 3TamoB mpoBeaeHus pedopm. IlepBwiit okazaincs
camMbIM KOpoTKuM (¢ koHIa 1990 no magama 1992 roma). B ato Bpems Obina 3adukcupoBaHa
HE0OX0ANMOCTh (hyHAAMEHTAJIBHBIX M3MEHEHUI CTapoi COBETCKON 3KOHOMHYECKOWH CHCTEMBI
U TPEANPHHATH IEepBble CKPOMHBIE IIArM B 3TOM HAIpaBlIeHHWH. PykoBoauTeNn Haummo-
HAJIBHOTO MPAaBUTENIECTBA BBICKA3AINCH 32 I1eJIECO00Pa3HOCTh OCYIIECTBICHHUS TOCTKOMMYHHC-
THYECKOH YKOHOMHYECKOH TpaHC(opMalnK 3BOJIIOIMOHHBIM (TPaayaTMCTHYECKUM) ITyTEM, HO
10 M3BECTHBIM NMPHYHUHAM 3TO HE OBUIO PeaTM30BaHO.

Btopoii stanm skoHomuueckux pedopm (1992-1995 rr.) ObIT OTMEUEH CaMBIMH
GonpiMH TpyIHOCTAMH. C OJHOW CTOPOHBI, HayaJICs MPOLECC MPUBATU3ALMU TOCYNAPCT-
BEHHOH COOCTBEHHOCTH, OOJIBIIAsl YacTh IEH OCBOOOIMIIACH OT TOTAIFHOTO I'OCYJapCTBEHHOTO
KOHTpOJIs, OblJIa BBEJCHA BPEMEHHAsl HallMOHallbHAsl BamioTa — KymoH u T.1. C apyroit cro-
POHBI, CIIO)KHOCTH OOBEKTUBHOTO XapaKTepa U Cepbe3Hble OIIMOKH, JOIyIIeHHBIE B IpOIecce
MPOBEACHUS] SKOHOMHUYECKOW IOJIUTUKH, BBEPINIM TPY3UHCKYIO 3KOHOMHUKY IEPEXOIHOTO
neprosia B Katactpoduueckoe mojoxeHue: o cpasHeHuto ¢ 1988 rogom B 1994 rony o6nvem
BaJIOBOT'O BHYTPEHHETO MPOJYKTa yMEHbIWICS 10 27,8%, CenbCKOX03IUCTBEHHON MPOIYKIINH
— 110 49,2%, mpon3BOJACTBA MPOMBINIICHHON poAyKIuH — 110 15,3%, KanuTaabHBIX BIOKEHUIH
— no 2,8%, toBapoobopota — a0 33%. B 1993 roay medummr Oromkera coctaBui 44%.
MuHMMHA3aIUs SYKOHOMHYECKOW POJIM TOCYJapCTBa B YCIOBHUSX OTCYTCTBHS KOHKYPEHTHOM
peIHOYHOHN cpenbl M 3 (eKkTHBHO (QYHKIIMOHUPYIONNX YKOHOMHYECKHX CYOBEKTOB CO3JaiN
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YIpaBICHIECKUI BAaKyyM, KOTOPBIH 3amONHMICS MadHO3HO-KIAHOBBIMH M TCHEBBIMHU
CTPYKTYpaMu.

C 1995 roma HaunMHaeTCs TPETUH 3Talm AKOHOMHYECKOH pedOpMbI, KOTOPBIH ObLI
OTMEUEH JOCTHKEHHEM 3HAYUTENBbHO 0oliee BBHICOKOI'O YPOBHsS (PMHAHCOBOW CTaOMIBHOCTH,
MePeX0oa0M OT U3JIUIIHE THOepaNbHOH MOHETapHON MOJIUTUKU K YMEPEHHO KECTKOM NEeHEKHO-
KpeAuTHON monuTHke. Bce 3TO 3aBepIIMIOCh BBEICHHEM IOJTHOIICHHOW HaIlMOHAJIBHOMN
BaMIOTH — JlapH (OKTA0pb 1995 roxa), koTopas Ha NPOTSHKEHUH CPABHUTEIBHO JIUTEIHLHOTO
meprona — 10 ceHTsops 1998 roma, coxpansma crabminbHOCTE. Ha 3TOM 3Tame ycremHas
9KOHOMHYECKas pehopMa Hallla CBOE OTPAKECHUE B BEICOKOM TEMIIE SKOHOMHUYECKOTO POCTA B
1996-1997 rr. (11-12% romoseix). C 1998 roma Hawancs TiIyOOKWi OODKETHBIH KpPH3WC,
001masi 5KOHOMUYECKasl CTarHaIHsI, KOTOpask M03Ke Iepepociia B COLUAIBHBIA 1 MOTUTHIECKIN
KpHU3HC, 3aBeplIMBIINicS «PeBomonneid po3».

IIpaButencTBy «PeBomtonuu po3» yAanoch CleNaTh MHOIO JEHCTBEHHBIX IIaroB B
HaNpaBJeHUH CEepbe3HOro pedopMHUpOBaHUs: OblIa yCTaHOBJEHAa (MHAHCOBAs NUCIHILIMHA,
NPEOJOJIEH XPOHUYECKHH OFOJDKETHBIM KPHU3HC, 3HAYMTEIBHO YIIPOIIEH CTapT Ou3Heca,
YMEHBIIIEHO KOJHUYECTBO HAJIOIOB M CHIDKEHAa HajloroBas Harpyska. Ero sacmyroif ciemyer
TaKKe CUUTaTh CBEJCHHE K MHUHUMYMY T.H. «OBITOBOW Koppymuum». Bmecre ¢ Tem umenu
MECTO YacThle HapylIeHHs MpaBa Ha cOOCTBEHHOCTh, MHOXKECTBO CIIydacB OM3HEC-PIKETa CO
CTOPOHBI TOCYZIapCTBa, HENPO3padHas NPUBATH3ALMNS, SIIUTHAsI KOPPYILUs, Cllydan rpyooro
HapyIIeHHUs NpaB 4eJoBeKa (B TOM YHCIE YKOHOMHUYECKHX). VcXons M3 3TOro, OJHO3HAYHO
OIICHUTH YETBEPTHIH ATamn pedopmupoBanmst 3koHOMUAKH (2004-2012 TT.) HEBO3MOKHO.

[Tateiit atanm pedopm HaumHaercs ¢ 2013 roma W mpomoipkaeTcs MO ceil JeHb. 3a
MPOWIEIINA MEpHOA CTaJ0 BO3MOMKHBIM YCTPAaHEHHE IIPAaBUTEIBCTBCHHOTO [aBJICHHS Ha
Ou3HeC, YCHIMIACh COLMAbHAS OPUEHTAIMs SKOHOMUKH, OBUIO 3aIyIIEHO HECKOJIBKO IPaBH-
TEJILCTBEHHBIX TPOrpaMM IOAJCPIKKU pealbHOro0 CEKTopa 3KOHOMHKHU. B mpouecce pedop-
MHUPOBaHHs OTMEUYEHBI W ONpEJCIeHHbIE NPOOJIEMbI, XOTs, Ha Hall B3IV, YKOHOMHYECKas
MTOJIUTHKA OCYIECTBIISICTCS B IPABUILHOM HAIPABICHUH, YTO AAa€T HACEIICHHUIO

CoBpeMeHHBIN 3Tal TI00aTH3aIiK XapaKTepHU3yeTcs NPOTUBOPEUUBEIM COIEPKaHUEM
U POXKIIAe€T HOBBbIE BBI3OBBHI Mepel 3KOHOMUKON ['py3uun. [l MakCUMaJbHOTO OCIa0JIeHHS
IIOKOB, MPUBXOJSAIINX U3BHE U 3(P(YEKTHBHOrO BKIIOYEHUS CTPAHBI B TI00ATBHYIO CHCTEMY
HEOOXOANMO TPaBUIILHO OIIPEAEIIUTD CTPATErnIeCKUe HalpaBISHUs Pa3BUTHA SKOHOMHKH.

B yvacTtHOCTH:

- pa3BHTHE B MApa/UIEJIbHOM pEXHME IPO3BHOACTBA HMIIOpTO3aMellaomed ¢
9KCTIOPTHOW TPOIYKIHH;

- mepeopueHTanusi (UHAHCOBBIX PECYPCOB B CTOPOHY PEalbHOTrO NPOU3BOACTBA, a HE
pacTpaHKMpOBaHHE MX B MHTEpecax OaHKOBCKOTO CEKTOpa,

- Oousbluas couuagbHas OPUEHTAIMS SIKOHOMUKHU M YCUIICHHE €€ WHKIIIO3UBHOTO POCTa;

- CO3JlaHHE COBPEMEHHBIX MHHOBAI[HOHHO-KOTHUTHBHBIX SKOHOMHUUYECKUX CHCTEM,

- JIEMOHOMOJM3AIMsl SKOHOMHKHM M CO3JaHHE PAaBHBIX YCIOBHI Uil CYOBEKTOB

X0341iCTBOBaHUS B KOHKYPEHTHOM CpeJie;

- KanmuTanu3anys OKOHOMHKH, COOJNIOZicHHe TIpaB COOCTBEHHOCTH, COJCHCTBHE

CO3laHUI0 T.H. ,,CPEJHEr0o Kiacca®, KOTOpHIA OyneT rapaHTHpOBaTh CTaOMIBHOCTH

0011ecTBa 1 rocyapcTaa.
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THE “THORNY ROAD” OF ECONOMIC REFORMS IN POST-COMMUNIST
GEORGIA: RETROSPECTIVE AND PERSPECTIVE

Expanded Summary

For several decades the economy of Soviet Georgia was a composite part of the so-
called integral economic complex. 26% of our products were sent to other allied republics, and
28% of the products produced there came into Georgia. In the economic development of
Georgia, from the mid-1950s to the early 1990s, two periods are singled out. The first period
(1950-1970) was marked by the backwardness of the main socio-economic indicators of
Georgia relative to the median indexes of the Soviet Union. In the second period this
retardation was largely overcome. In the Georgian economy in the 1970s and 1980s, certain
reforms were focused on increasing effectiveness of management, but they had limited
character and did not bring the desired results.

After the restoration of state independence (April 9, 1991), two important tasks were
posed before Georgia: Creation of independent state institutions and establishment of market
economy. It was very difficult to fulfill these tasks due to the various adverse factors (conflicts
in South Ossetia and Abkhazia, disruption of economic ties with former allied republics, etc.).
In addition, the reforms started mainly in agriculture, which meant passing the land plots to the
private ownership of peasants. The National Authority gave preference to the gradualistic
model of economic reformation that reflected the theoretical justification of the transition of
state capitalism from the administrative-commanding Soviet system to the market economy.
The military coup prevented the implementation of a wide range of reforms. The new
government chose the "shock method" of reforming economy and the reforms implemented
from 1992 to 2003 can be divided into two stages. The first includes 1992-1995 years, the
second - 1996-2002 years. At the first stage, exemption from the state control of prices was
carried out that was accompanied by the liberalization of trade. The historic outcome of the
first stage was to dismantle the socialist economic system and exclude any possibility of
restoration. In addition, it was the most difficult period in the economic history of independent
Georgia: the budget deficit was more than 34% of the country's GDP and was covered by the
emission credits of the National Bank of Georgia. Subsidization of production was carried out
on a large scale. In particular, in 1993 the dosages were 57% of budget expenditures, and in
1994 it was 60%. Subsidization of production was carried out on large scale. In particular, in
1993 the subsidies were 57% of budget expenditures, and in 1994 it was 60%. The national
currency surrogate coupon was introduced, which rapidly suffered catastrophic devaluation.
Social situation deteriorated sharply and increased inequality in population’s incomes and
property situation.

Since 1994, the country actively launched anti-crisis measures involving authoritative
international financial institutions — the International Monetary Fund and the World Bank.
Monetary reform was implemented successfully and was introduced the national currency —
Lari, which maintained its hardness for a long period of time. The successful result of the
reform can be regarded the fact that in 1996-1997 the GDP growth rate was 10-11%.

In 1998, new problems emerged in the Georgian economy and among them the most
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acute one was budget crisis. It should also be noted the sharp depreciation of lari as a result of
the currency crisis in 1998-1999. Economic problems and the increase of social tensions
caused the so-called “Rose Revolution” that led to the emergence of young and energetic
politicians in power. They started a difficult process of modernization of the country and
achieved some success in this matter: established financial discipline, increased the revenue
part of the budget through the strengthening of administration, covered the several months’
debt of workers and pensioners of state-financed organizations, and almost completely rooted
out “existing corruption” and so on. At the same time, Saakashvili's authorities often violated
human rights, including private property rights, there was so-called wide-spread “elite
corruption,” etc. Nine-year experience of the “Rose Revolution” enables to draw the following
conclusion: Using authoritarian methods can make positive shifts in the economy, but for long-
term economic development, it is necessary effectively functioning democratic institutions,
inviolability of personal liberty and high political culture of citizens.

As a result of democratic and fair parliamentary elections, in October 2012, the political
party "Georgian Dream" came to power, which developed "Georgia's Socio-Economic
Development Strategy — Georgia 2020.” According to this document, three main principles of
economic policy to be implemented by the Government of Georgia are determined:

o Accelerated economic growth oriented to the real sector of the economy;

e Support for inclusive economic growth;

e Rational use of natural resources in the economic development process, ensuring of
ecological security.

The Government has implemented the following measures to support the real sector of
the economy:

e The Agricultural Development Fund was created;

e The vouchers were distributed to peasants and farmers;

e The Law on Cooperation was adopted;

o The three-level preferential credit program was developed with the goal of increasing the
access to financial resources.

¢ Subsidization of some agricultural products, for example, grape production.

The government paid considerable attention to the development of small and medium-
sized businesses. From this point of view, the innovations in tax policy are particularly
remarkable: Establishment of so-called Estonian tax model and a tangible ease of tax burden
for small businesses.

In terms of the perspective development of Georgia's economy, in our opinion, the
following tasks are very important to be solved:

¢ Development of import and export production in parallel regimes;

¢ Reorientation of financial flows mainly from financial-speculative operations and trade to
the real sector of economy;

e Creation of an innovative economic system based on modern achievements of science and
technology;

e Strengthening of social direction of economy;

e De-monopolization of economy and promotion of equal competitive environment for
economic subjects;

e Universal capitalization of the economy and in this way the creation of favorable
conditions for the emergence of so-called “middle class.”

Georgia's economy, despite some difficulties, is developing in the right direction, which
gives the basis for optimism.
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FACTORS OF INCLUSIVE GROWTH AND CHALLENGES FACED BY THE
ECONOMY OF GEORGIA

Expanded summary

Currently, the world is going through a very interesting stage. Despite the post
Financial Crisis progress, there are a lot of problems in the world economy. First of
all, these problems are related to income distribution and availability of economic
growth impact to all layers of human population.

According to the World Bank, from 1995 to 2014, Population Prosperity grew
up by 66%, from 690 trillion US dollars to 1 143 trillion US dollars; however,
inequality level is still high. For example, in OECD countries prosperity is 52 times
higher than in low income countries [see. www.worldbank.org].

The scientists write a lot about the problems of income distribution in
scientific essays as well as articles, however a lot of them emphasize the threats that
might arise from populism.

The problem is so complicated and all-embracing that not only scientists but
practicing economists and international financial institutions work on it. For example,
the World Bank has two main goals in its mission: End extreme poverty and building
shared prosperity [see. The World Bank official webpage, www.worldbank.org]. Also,
the mission of the World Bank is carved in stone at its headquarters — “Our dream is a
world free of poverty“.® At the same time, in accordance to contemporary challenges,
the International Monetary Fund held three conferences on rethinking macroeconomic
policy, including the problems related to income distribution, and published the
collection of materials.” [see. International Monetary Fund official webpage

6 Our dream is a world free of poverty
7 Out of three, I participated in two conferences (in 2013 and 2015) as a Minister of Finance of Georgia.
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www.imf.org]. The Organisation for Economic Co-operation and Development
(OECD) has been also working on this very issue.

It has to be considered that in 2017, Davos World Economic Forum’s experts
prepared special report “The Inclusive Growth and Development Report [see.
https://medium.com],” where the authors consider that “Inclusive growth can be
thought of as a strategy to increase the extent to which the economy’s top-line
performance is translated into the bottom-line result society is seeking, i.e., Broad-
based expansion of economic opportunity and prosperity.” 7 important factors are
crucial for inclusive growth: education and skills, basic services and infrastructure,
corruption and rents, financial intermediation of real economy investment, asset
building and entrepreneurship, employment and labor compensation, and fiscal
transfers. These are the main factors in calculating the Inclusive Development Index
(ID1) [see. www.weforum.org].

Because the problem is pressing, the Government of Georgia approved a
social-economic development strategy, “Georgia 2020” in 2014, which focuses on
Inclusive growth® as well. Considering that | was leading (and participating in) the
process of composing the mentioned document, | will try to prioritize in this article the
most important issues for the economy of our country.

Policy of inclusive growth must be based on the economic growth oriented on
development of entrepreneurship (this will ensure resolving economic problems,
creating jobs, and overcoming poverty), implementation of economic policy
supporting inclusive economic growth (comprehensive involvement of society in the
process of economic development (diaspora, migrants, ethnic minorities and other
groups), prosperity of each member of society resulted from economic growth, social
equality and raise of living standards) and rational expenditure of natural resources in
the process of economic growth, ensuring ecological security and sustainability, and
avoiding risks of natural disasters.

On the basis of analysis, the following critical problems interrupting economic
development in Georgia were outlined: lack of competitiveness in private sector,
improper development level of human capital, and limited availability of finances.

¥The project of program document was mainly prepared in the Ministry of Finance of Georgia.
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FDI MOTIVATION AND BENEFITS FOR GEORGIA®

Summary

Article is devoted to the FDI motivations of foreign investors and the benefits brought by
them. Based on the research goals study was based on well known Scott-Kennel’s model of
local industry upgrading, which draws on the Investment Development Path (IDP) and OLI
paradigm. The model applies the framework of the IDP at the micro level by proposing a
typical process of local asset augmentation, as well as the contribution of inward FDI to
industrial development as a continuum from enclave to full integration. Research was done
based on deep interviews with the top management of companies listed in top 200 FDI making
companies in Georgia.
Keywords: Investments, MNE, FDI Motivations, Georgian Economy.

Introduction

Attractive investment climate is a key instrument for countries economic development,
especially in developing and poor countries which are not able to develop their economy with
the local resources. However, not always foreign investments are unilaterally leading to
prosperity of local economies as it is expected. Employment, technologies, tax generation,
import substitution and competition, these are the most important aspects of FDIs, which are
expected to be brought by foreign companies, as well as development and support of local
businesses, including local industry upgrading [Scott-Kennel, 1998]. One of the most important
aspects is also competitive salary generation [Krugman, 2008: 103-137].

During last 20 years FDIs has played a tremendous role in the process of Georgian
economic transformation. However, many questions still exist about what are the motivations
and what is the impact of those FDIs for the host economy? Are FDIs promoting development
and modernization of local industries and at what extent? How deeply they are integrated into
the different fields of Georgian economy? Or on the other hand are the rights of those investors
protected [Sachs, Johnson, 2017] and what is the real case for business making in Georgia? Is
there a manipulation of interests, from the business side or is there manipulation with
businesses from the government side?

Motivations and Benefits of FDI

At the best possible scenario, investments of those Multinational Enterprises (MNES)
and even individual investments can significantly contribute to sustainable and inclusive
economic development of the host country [OECD, 2010: 10]. Especially in developing ones, it
is up to the local governments to build a healthy business environment through responsible
business practices.

Unlikely the past, in the beginning of XXI century international business environment
has significantly modernized, especially in the last years and faced real structural changes
worldwide, as well as in Georgia. Different states in all continents started to open their
markets, businesses embraced new opportunities, FDIs are welcomed and supported (until the
particular government has intention to control some sectors of the economy). However do they
really bring the benefits expected by host economies? Are businesses manipulating with their

® This work was supported by Shota Rustaveli National Science Foundaton Of Georgia (SRNSFG) [YS-2016-66207,
The Impact of MNE Motivation on Georgian Economy].
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position? [Akerlof, 2015]. That is a question which is more important than just the number and
amount of foreign investments.

Foreign Direct Investments by MNEs, as well as investments by smaller organization,
through job creation, human capital development, efficient capital distribution, knowledge,
technology, skills transfers and many other — have significantly contributed to global
development and economic growth of both home and host countries [Corrado, 2006: 331-360],
though increasing global economy and bringing closer geographical proximity for the most
distant places.

Dividing investments by local market seeking and efficiency seeking ones is one of the
most important aspects of FDI evaluation [dunning, 1993], since there is a huge difference in
their motivations and benefits the host economy can get. One can say that Georgia has already
proved its top positions in different aspects and foreign investors should be looking after
Georgia not just for cheap labor force and availability of local natural resources, but for the
possibility of transparent business making process with stable economic and political
environment. However, let’s see what the results are showing.

MNE motivations and the driving force could be different in different countries, as well
as they could be different even in the separate sectors of the same economy. Relatively higher
added value production (such as: electronics and engineering) is characterized by geographic
concentration, proximity to the customers and high quality control demand. These fields are
attracting Efficiency oriented FDIs. While, areas as: textile, food processing and other
relatively low-tech service oriented fields.

FDI’s has the possibility to improve the competitiveness of the host economy, but its
impacts are different based on local countries potential, such as: a) In host economies with
unfavourable characteristics, such as lower GDP per capita or low educational skills, higher
total FDI stocks tend to be associated with lower subsequent growth. Generally it seems to be
much easier to attract FDI than to derive macroeconomic benefits from FDI; b) Countries with
highly qualified human recourses will benefit more from transmitting MNE’s business related
modern technologies; c) transfer of technologies is widely depended on the institutional
development of the host economy.

Particular factors are closely related to the FDI motivations and have different growth
effects on the host economy [Jensen, 2009]. For instance, Market-Seeking FDI is providing the
host economy with technological assistance and staff trainings. Also modern technologies and
import of intermediate products provide additional benefits for the local economy. Finally,
rising competitiveness is pushing local firms to innovation. Otherwise the “crowed out” effect
is expected, since foreign firms are highly competitive. Market-Seeking FDIs oriented on
concurring local markets are less involved in export-oriented activities. In a long run it could
result a crisis for balance of payments, since such FDIs cannot provide inflow of financial
assets from the export-oriented activities. It should be interesting to mention that share of
companies created with the foreign investments in total exports is equal to 66 percent, which is
impressive and shows that foreign companies are playing important role not only in exports but
the whole macroeconomic stability of the country (see table). These results could be further
improved taking into a consideration the fact of free trade possibility with EU [Charaia, 2013:
95-110], which can bring relief not only for trade but also for new investments; the same goes
for free trade regime with china [Papava, Charaia, 2017a: 122-137].
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SHARE IN TOTAL GEORGIAN EXPORTS, BY
COMPANIES CREATED WITH FDIs

7 0,

2011 40 .y

2013 S1% < h

2015 b0%,

2017 = 66%
0% 10% 20% 30% 40% 50% 60% 70%

Source: GEOSTAT and Authors Own Calculations

Before we go to more details, let’s have a look on Georgia and its progress for the last
period. Georgia is the aspiring economic center of the Caucasus. It boasts years of robust
economic growth, liberal tax and labor legislation, business friendly practices, low corruption,
high security and openness to foreign investment [Deloitte, 2016]. Georgia signed the
association agreement with the EU in 2014 [EU/Georgia, 2014: 1] and gets visa free regime
starting from the first half of 2017 year [Secrieru, 2017: 2]. Georgia has state and private
investment funds that welcome foreign investments to implement joint large scale projects.
According to 2018 report The World Bank rated Georgia as the 9th easiest place in the world
for doing business [WB, 2018: 4] and also named it as a Top Global Improver [WB, 2016].

Heritage Foundation ranked Georgia 13th (among 180 countries) for its economic
freedom in 2017 year’s country ranking [Tradingeconomics, 2016]. Standard and Poor and
Fitch Ratings has affirmed Georgia's Long-Term Foreign and Local Currency Issuer Default
Ratings at 'BB-' with Stable Outlooks, for 2017 year [RIA, 2016: 45]. According to the Global
Competitiveness Index Georgia is one of the best performers for the last decade. In addition to
simplified tax code with only 5 taxes with one of the lowest rates in the world, the so called
Estonian Model of Income Tax was introduced since January first 2017, thus corporate income
tax is paid only in case of profit sharing. If a company reinvests its income no income tax is
paid. According to the Frazer Institute’s Economic Freedom of the World 2016 Report,
Georgia got 8th place [EFW, 2016].

These and many other achievements have contributed to Georgia’s leap to a dimension
drastically different from that of the 1990s. Although, some indicators suggest that the problem
also exists in Georgia mainly related to the conflict teritories [Charaia, 2016a: 1] which are not
only hindering the economy, but also costs billions of USD [Charaia, 2016b: 46-51]. However,
orientation is taken toward the the progress. Nevertheless the questions still exists, if it is
enough for foreing investors to have motivations for investing in Georgia [Charaia, 2014a], not
only for the sake of their own business, but for the sake of host country as well [Charaia,
2014b: 425-428].

Case Study Results for Georgia

Research done with involvement of companies from the list of top 200 companies
created with FDIs, shows some expectable, as well as unexpected results challenging Georgian
economy and its progress. Here we offer some interesting details of the research.

The role of international rankings for investment. As we already read foregin
investors should be proud of investing in such a progresive country as Georgia is, investors
should value the transparency and openness of this economy. However, according to our
research more then half of the top foreign investor company’s top managers say that they did
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not realy invested in this country because of just interesting international indexes, only 40
percent of respondents declare that - yes international ranking were inportant while concidering
Georgia as a country for investment.

Three main problems of doing business in Georgia. Different answers where offered by
different business representatives, but what was mutual problem for the 90% of respondents are
related to the — lack of qualified labor force, expensive bank loans and instability of exchange
rate. Expensive loans usually makes perspectives of any business dull [Ocampo, Stiglitz,
2008], but it should be noted that FDI companies we questioned are able to attract fund from
the cheaper sources from abroad as well. Exchange rate instability ruins down all the progress
business and individuals have achieved [Anguridze, Charaia, Doghonadze, 2015]. Also, it
should be mentioned that the roots of exchange rate problem, are closely related to the policy
of inflation targeting by the National Bank of Georgia [Charaia, Papava, 2017b: 96-103],
which (NBG) do not consider the exchange as an important element of financial stability of the
country [Charaia, Papava, 2017c].

Three main advantages of doing business in Georgia. As in case of main problems,
main advantages of doing business in Georgia very based on business type, however main
achievements of the country are equally important and appreciated by 9 investor out of ten and
this factors are: Low criminal and corruption rate, transparency and easiness of cooperation
with officials, Estonian model of income distribution which allows investors to reinvest their
income without being taxed.

FDI policy influence on the way firms operates in Georgia. Based on international
experience different countries tries to protect or in other words try to prevent foreign
companies from investing in certain legal areas of business making, such as
Telecommunications in France, Medicine in Japan, Oil industry in United Arab Emirates and
other, but Georgia is one of the unique countries in the world where you don’t have any
restrictions for investment in any legal industry [Lashkhi, Charaia, 2017]. Therefore foreign
investors are more than happy with the local governments FDI policy, which do not make
problems for the businesses as it can be seen in different fields in different countries [Crandall,
1981].

Parent company/foreign shareholder(s) main reason for operating in Georgia. Despite
the fact that Georgia is on the crossroad of interests of global players and different companies
could be possibly aiming to Georgia because of geostrategic interests, research shows that one
and only motivation is - profit making (at least based on their declarations).

Innovation, any service, product, process technology, or any aspect of management
considered to be a new development in the industry. According to Georgian statistics office
country is receiving an outstanding amount of FDIs year after year. Only in last three years of
2015-2017 Georgia received around 5 billion of foreign direct investments, which is
approximately the same amount of money country gets from its exports, excluding re-export.
But no single company declared that they have invented any innovation to the country. In other
words FDIs do not really help Georgian economy to progress, but on the other hand are
providing foreign investors with the platform for operation and profit making. Consequently,
Georgia still remains 118th place in the world according to the Global Competitiveness report
2018 and that makes a negative look for innovation oriented companies to invest in Georgia
[Charaia, 2017: 697-700].

Level of importance for Georgia, of those companies invested. Taking into
consideration that FDI companies in Georgia do not participate in any kind of innovation
implementation in Georgia they still declare that their presence on the market is of Major
Importance for the country, because they bring: names, contacts, competition and confidence to
the market.

Possibility of Georgian firms to supply standard and/or specialized inputs required by
FDI firms. All companies with FDI are using services and products offered on the local market,
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however only few of them are satisfied with the quality, time frame and the price Georgian
companies are offering for their standard input. On the other hand there almost no or in very
rear cases only one supplier of specialized input for different fields of business, what makes it
less attractive, because of high prices and low quality combination. Companies operating in
Georgia willing to use local IT solutions for their businesses say that it is rather very expensive
or very limited and undiversified. Globalization in the case is a problem solving instrument
[Stiglitz, 2002], because companies are pushed to request such services from abroad.

Investment results with the scale from 1 to 5 with five the best. Study show that
foreign investors are quite satisfied with their investments and say that they would evaluate
their investment with 4 and 5 points, none of them said less. Taking into account the turbulence
on exchange market in Georgia for last year’s this result is more than positive.

Number of foreign workers at the company. Unexpectedly low number of foreign
employees has been declared to work at top companies with FDIs showing less than 5 percent
of the total number of workers. Results given by selected companies’ shows absolutely
opposite picture in comparison to FDI based companies out of top 200, where most of the
workforce is imported from the investment making country [Charaia, 2016c: 57-66].

Conclusion

The goal of investors in Georgia is usually limited to profit making and are therefore
have not yet transformed the country to another level, which would mean technological
upgrade of Georgia, to obtain ownership advantage and to spread it throughout the world.

Study show that in most cases international progress of Georgia in terms of rankings are
of less importance for foreign investors, while they do more often care about the freedom of
doing business in Georgia.

There was no one company in last three years who has invented any innovation in
Georgia. Consequently, country still remains 118" place for Innovation, according to the
Global Competitiveness Index 2018.

90% of businesses say that the lack of qualified labor force, expensive bank loans and
instability of exchange rate is the most important problem for business making in Georgia.

Low criminal and corruption rate, transparency and innovative income distribution
model are among the key aspects of easiness of doing business in Georgia.

FDI policy in Georgia is pro business oriented, motivations of foreign investment based
companies are profit oriented and the benefit Georgia gets from this activity is still limited.
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HUMAN RESOURCES AND ITS DEVELOPMENT TENDENCIES IN GEORGIA

Summary

One of the perquisites of economical sustainable development is generating novel
knowledge and human capital. It is obvious that knowledge and capital are mutually dependent
categories: only highly qualified specialists have capacity of creating novel knowledge and
effectively apply it to reality. Hence, human capital has one of the most important roles in
innovative economics of human capital among the other factors, which affect on economical
growth, as high level of human capital development determines high level of creativity, which
on the other hand is important for creation of novel knowledge (innovation).
Keywords: human capital, innovative economics, knowledge, education, production factor.

Introduction

New aims and objectives were put forward as a result of human developments in XXI,
which are based on fundamentally new kind of developments, characterized by changes of
technological structures. The advantages of education and science fields have been identified.
The role of an individual towards the society has been changed — he/she became a generator
and initiator of innovational ideas and ensures transformation of knowledge into major
economic factor. Professional knowledge and skills, human intelligence capabilities are not
only his/her personal characteristics, it became national treasury and factor of its development.

The abilities of a country to hold a leading role in global competitive environment is
largely determined by the level of human capital in its society. Permanent care of a human
being, a consumer, is provided by the highest income to satisfy his/her needs. In order to
achieve success, various methods were used in different eras, which were affected by the
ideologies ruling the specific historical moments of the respective eras. In modern
environment, the perquisite for success became competitive knowledge, which cannot be
compared to any of economic areas in terms of the degree of competitiveness. It shall be taken
into consideration that in the constantly changing environment, maintaining competitiveness at
the global level requires innovative human capital, which represents the most active part of the
society and it will make it possible to transform the knowledge into economic resource.
Therefore, economic development of a country shall depend on the methodology of social
development, which gives an opportunity to take the characteristics of innovative human
capital of this society into account while drawing out innovative human capital management
strategy.

Knowledge economics and the characteristics of innovative human capital development

Knowledge (innovative) economics represents final stage of world economics transfor-
mation. Traditional economy or pre-industrial era preceded industrial production, which on the
other hand was replaced by post-industrial period and today resource capacious technologies
are replaced by scientific technologies at micro as well as macro levels.

Knowledge economics increasingly influences on the state economic succession.
Though within the previous economic relationships, state prosperity was determined by
extensive type of conduction, since late middle ages, the perquisite for economic succession
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became making labor work cheaper as a result of implementation of novel technologies.
Therefore, human being, as a knowledge factory became a generator of novel technologies,
innovative ideas. With the help of neoclassical theory, it can be said that economic growth
represents the outcome of increasing labor workforce along with technological processes
reducing the expenses. Taking into consideration knowledge economics, economic growth
depend on human factors, which participates in production process in the form of constantly
renewing knowledge capital. Conceptual basis of knowledge economics in post-industrial
society represents knowledge and human capital, functional characteristics of which are based
on two fundamental grounds: 1. Knowledge represents one of the major factor for production
and possesses value; 2. Knowledge and human capital is a production capital. The more and
novel knowledge is accumulated and more complies with the requirements existed on the
market, the higher indicator of evaluated human knowledge exists [Julakidze, 2016:1].

The relation between economic growth and education has already been investigated
among scientific circles abroad. Angus Madison (the author of “Dynamic Forces in Capitalist
Development) found out that the increasing investments in education for 1% increases gross
domestic product with 0.35%, and the organization of economic cooperation, on the basis of
the facts analyzed by him, shows that increasing the statistical duration of teaching for one-
year results in the increase of GDP with 3-6%.

On the basis of the information provided by the same organization, 32% of the
population possess higher education. However, major part of this data is taken by the
developing countries. Developed countries are leaders in terms of education percentage share
in Gross Domestic Product (average 5.75%) and in terms of expenses directed to higher
education (average 10 655 Dollars per student a year) [Report, 2016: 9].

Given facts prove the opinion that the ore educated people exist in a country, higher
level of economic condition exist in these countries. The number of the examples, that prove
direct relation between technological innovations, developed through scientific researches, and
the efficiency of economic decisions, took on the basis of given researches, strongly proves the
provision that the science integrates with the economics and scientific knowledge generates
additional value to the bigger extent compared to other production factors. Scientific
knowledge, which is acquired through researches and analysis, is applied to the creation of
material as well as non-material productions. Thus, education and scientific knowledge created
additional value and increases productive assets. Specific advantage of any economical entity
exists in its innovative activity, an opportunity to generate novel knowledge and employ it
through novel methods.

Physical and spiritual firmness depends on various social factors — health, cultural and
rest, feeding levels. Therefore, the scientists of various countries reached the conclusion that
except the investments in education, it is important to draw adequate attention to funding
human capital, which will definitely reflect on the productivity and the increased efficiency of
production. A wide range of approaches for study of human capital.

All these approaches can be attributed to two directions: first — these are the works
related to the increase of human conditions, the second — the works, which focus on human
perfection, his/her intellectual and physical characteristics. A group of theories, which covers
the analysis of improving human conditions, can be attributed to the coefficient of life quality
(A. Campbell, S. Coul, I. Milze and others) and population quality (I. Pubin, A. Pechei and
others).

And the groups of theories, which aims human characteristics perfection can be
attributed to “Human Potential” and “Human Capital” concepts. All the theories, which exists
in scientific literature and is based on “Human Capital” concept may be divided into two
groups: 1) Economical Approach — which depends on human capital index and human
development research concepts; and 2) sociological approach — which describes human capital
as a characteristic of separate individual group, which characterizes the level of social
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development and the ones who support methodological individualism, which considers human
capital in close relation to the individual [Report, 2016: 8].

World human capital is a part of national wealth and represents its 2/3. Development
paradigm of human capital of USA and leading European countries has been developed on the
basis theory and practice which is currently being refined. In 2012, the value of USA human
capital equaled to 97 Trillion USD, which is 78% of national wealth of the country. 26% of
human capital of the world is attributed to USA (its share in world economics is 21%), Russia
— 8%, China 7%, Brazil and India 2-2%, Europe 67%. This indicator for Georgia represents
30%, Russia — 50%. For most of the countries, human capital is above half of the country’s
wealth (except OPEC ones).

Major basis of human capital development is education. Major criteria of human capital
development are the expenses in education. In overall, investments in human capital affects on
the prospects of country’s development.

The share of the expenses on education is determined as the overall amount spent on
education by state and private sector[Gelashvili M... 2016:57].

Research and Development in Georgia

One of the most important resources of economic and social progress of Georgia is
human capital. Therefore, education and science are special priorities, considered for long-term
outcomes. Succession of European integration process is largely depended on the efficiency of
educational field. This system shall provide cultivation of the citizens having responsibility and
democratic values, on the other hand, prepare appropriate specialists having the qualifications
corresponding to labor market demands for economic diversification and taking real steps for
the provision of education provision.

Basic directions of education and science development are clearly stipulated in the
document: “The strategy of social and economic development of Georgia — Georgia 20207,
where the priorities under association agreement are defined. The government aims increasing
employment, creation of workplaces, and supporting formation of economic system, based on
innovations. To this point, preparation of specialists that comply with the requirements of labor
market and strengthening research potential is considered as one of the major issues.

At the end of 90s and at the beginning of 2000s, deep and prolonged economic fall
negatively reflected on fields of education and science, which was intensified by the radical
reforms implemented in 2003-2012. Overall, Georgian scientific field faced existential problem
that was caused by the reduction of funding, and on the other hand by constant structural
changes, which was supported with optimization arguments.

Planning of the reforms in education started from 2005 and their active implementation
began since 2007. As for the budgetary distribution, unfortunately, education field in Georgia
is still less priority direction. Generally, the expenses attributed to education is less than the
indicators of priority directions (expenditures on public service, social insurance, social
insurance, economics, internal safety and order, security). Especially unfortunate was research
funding in 2005-2011, when its share in GDP was reduces with twice. Table #1 gives
information on the dynamics of education and research funding in GDP, where it can be clearly
seen that mentioned tendency from 2011 to 2013 is still remained and there is only slight
increase[Gelashvili M. 2013:5].
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The dynamic of education and research state funding

Table 1

2005 2006

2007

2008 2009

2010 2011

2012

2013

Gross
Domestic
Product
(GDP)

11621000,

13789900

16998600

19736700

17986000

20743400)24344000

26167300

27009200

higher
education
funding

21702,7 | 33510

39690,1

47154,7 | 62967,6

61731,9 | 60880,9

88332,9

81100

Research
funding

20117,7| 17361,2

22136,4

31495 | 27790,2

284289

20442,3

27793

35732

total

41820,4 | 50871,2

61826,5

78649,7 | 90757,8

90160,8 | 81323,2

116125,9

116832

% of
higher
education
funding

in GDP

0,19% | 0,24%

0,23%

0,24% | 0,35%

0,30% | 0,25%

0,34%

0,30

% of
research
funding
in GDP

0,17% | 0,13%

0,13%

0,16% | 0,15%

0,14% | 0,08%

0,11%

0,13%

of
of

share
sum
funding
in GDP

0,36% | 0,37%

0,36%

0,40% | 0,51%

0,44% | 0,33%

0,44%

0,43%

Source: Ministry of Finances of Georgia

According to the data of 2012, developed countries spend on average 1.4% of GDP and
3.1% of budget on funding higher education and research. Georgia spends 0.5% of GDP and
1.8% of the budget on these directions. Taking into consideration the fact that the infrastructure
of education and research of Georgia is demolished, knowledge at scientific institutions is out
of date and the institutions generating this knowledge need to be reconstructed, such small
funding promises constant backwardness, which also puts the perspectives of country
development in danger. On the basis of described background, the place of Georgia is in the
state of alert according to the given table, which gives a picture of state support to higher
education and researches at HEIs throughout different developed countries.
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Table 2

State funding on higher education and researches at HEIs

countries % from state % from GDP
budget
Chile 3,9 0,9
Czech republic 2,2 1,0
Denmark 472 2,4
Estonia 3,0 1,2
Finland 3,9 2,2
France 2,3 1,3
Korea 2,6 0,8
the Netherlands 3,3 1,7
Poland 2,6 1,2
Slovakia 2,1 0,8
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Slovenia 2,7 1,4
Spain 2,5 1,2
Sweden 3,9 2,0
United Kingdom 2,0 1,0
United states 3,3 1,4
Russia 2,5 1,0
OECD (average) 3,1 1,4
European Union 2,7 1,4
(average)

Georgia 18 0,5

Source: OECD 2009; Ministry of Finance of Georgia, 2012.

At a state of 2014, funding of education sector has been increased in 2013 compared to
2007 (with 8.4%, 92.6% accordingly). In 2014, the expenses carried out from state budget
towards 2.9% was 2.9%, and towards state budget of total expenses was 9.2%.

In 2007-2015, Georgian education sector as well as its contribution in the process of
GDP formation was characterized by general tendency. At a state of 2014, education sector is
increased 2.3 times, and its share in GDP is increased with 1.2% compared to 2007. In the
mentioned period, share of conducted expenses from state budget towards GDP was 2.9%,
which was 0.01% higher compared to 2013, and 0.31% higher compared to 2007. In 2007-
2015, the sector of education and science of Georgia, as well as its contribution in 2015
towards GDP was 2.7%. the indicator of expenditures on education sector was 8.4% higher
than the one of 2013 and 92.6% higher than 2007. Funding of education system on the basis of
2015 budget was increased with 15% compared to 2014, which is 0.3% less than 2013 and is
1.7% higher than 2007. Thus, in 2007-2014, the expenses directed to education was
characterized by increasing tendency and this tendency is maintained up today. However, it is
obvious that Georgia spends less than any other developed countries on education in terms of
percentage as well as monetarily [statistical collection... 2015: 17].

In our opinion, for today, Georgia has enough potential of scientific research, scientific
school, wide university network, but despite this, we have quite low level of innovative
activities. Investments, education and scientific researches and GDP growth are directly
correlated with each other. So, one of the major problems are activization of development of
innovative activities.

The state shall support and help increase of business innovative activities, specifically:
it shall draw out scientific-technical development strategy, apply various mechanisms of
stimulation, support grant procurement, implement taxation reliefs and etc.

Today, strategic directions of education and science worked out in Georgia emphasizes
the major problems, which exist to this point:

e absence of unified development policy in the country, which negatively affects the
determination of scientific priorities and generally planning the scientific field;

e Problematic existed model, which cannot provide long term research clusters and
sustainable institutional development. Major source of existed institutions are research
grants, which is issued by the state through scientific foundations.

e Lack of young specialists in science, which disturbs dynamic development of science
and knowledge transfer;

o Low degree of commercialization of scientific products and innovations;

o Low level of integration of national scientific potential in scientific circles;

o Low level of integration of educational institutions with each other;

On top of that, lack of honest and qualified specialists is also a big problem, there is
lack of innovative managers, who are responsible for effective innovative production. Many
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foreign companies already have Chief Knowledge Officer positions [Gelashvili... 2017: 57].
They are responsible for maximization of company operation efficiency with the use of
“knowledge” factor. Major function of innovative management includes:

Formation of company’s innovative strategy;

Drawing out innovative policy;

Projects and their monitoring;

The ability to organize complex innovative processes in the field of production and
flow.

o

Georgia in Global index of innovations

In the direction of researches and developments in the country, world, in order to show
world tendencies, Global Index of Innovations is published annually since 2012. With the help
of given index, it is possible to demonstrate the mechanisms, with the help of which, long term
growth, productivity and increase of workplaces are possible. This helps and advices the
countries what necessary conditions are needed to develop the innovations. Each country is
assessed on the basis of seven criteria:

e Institutes;

¢ Human capital and research;

e Infrastructure (telecommunication infrastructure and ecological sustainability);

e Market sophistication (market conditions and necessary amount of market
operations);

e Business sophistication (to what extent do the companies support innovations);

e knowledge and technology outputs (the role of knowledge and technology in the
creation of inventions and innovations);

e  creative outputs (the role of creativity in the innovations).

In the Global Index of Innovations, which was published with the cooperation of Cornel
University and World Organization of Intellectual Property (UN Agency), in terms of
innovation developments, Georgia has become better by 2016. To this point, major
achievements of the country are institutional structure an regulating policy. However, major
weaknesses are considered to be lack of support educational and research directions by
government and private sector and limited use of innovations. On the bases of the data in 2016,
Georgia got 33.9 points (out of 100), there was a slight increase (33.8). compared to 2015,
Georgia has been promoted with 9 positions, it takes 64 place out of 128 countries. Despite
these positive changes, the country has lowest results in terms of human capital, business
development and creativity production components. Apart from mentioned, among post Soviet
union cointries, Georgia has lower results that Russia, Moldova, Ukraine and Armenia. In
institutional arrangement, Georgia has 69.2 points, which assesses political stability of the
country, efficiency of management, business environment and regulations. The worst
indicators have human capital and education. In this category, the country has only 23.2 points
out of 100 and took 91 place in the rating. Similar situation exists in the component of support
of innovations from private sector: Georgia took 26.5 and took 90" place [statistical collection
2016: 21].

Compared to the results of 2015, it is clear that the condition has become worse mostly
in the component where Georgia has low indicators. This is supported by reduced points in
business development and human capital — research components. This does not apply to
creative production, where the country increased its condition with 1.6 and the position went
up with 23. However, despite this, the country still has modest results in this component, which
is mainly determined by creation of online productions and lack of using informational-
communication technologies by the private sector. Georgia has moderate indicators in terms of
market development (44.3 points) and infrastructure (41.7) criteria.
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Table 3
Global Index of Innovations
years| Institutions| human | infrastructure market business | knowledge and| creativity
capital development | development| technologies | production
and
2015 68,2 23,6 36,5 52,8 28 26,6 25
2016 69,2 23,2 41,7 44,3 26,5 26,8 26,6

Innovations index covers two sub-indexes: innovation input and innovational production,
which identifies innovative efficiency coefficient. Sub-index of innovation input is an average
point of first five categories (institutions, human capital/research, infrastructure, market and
business development). Innovative production is average index of last two indicators (creative
production and knowledge and technologyproduction). The efficiency coefficient of
innovations are calculated with the relation of innovative products to the expenses. Its index
varies between 0 — 1, where 1 is the best point.

In terms of innovative product criteria, Georgia takes 60" palce with 26.7 points; as for the
innovations input, it takes 67" place with 41 points. Efficiency coefficient reached 0.7 points,
with which it takes 67 place among 128 countries. Last year, this coefficient equaled to 0.6.
there are weak and strong sides identified for each country. In terms of Georgia, strong sides
were:

o  Simplicity of business embarkment (6™ place with 97.8 points)

e Rates (5" place with 95.7 points );

o Simplicity of obtaining credits (7" place with 85 points);

e Printing and publishing production(4™ place with 83.2 points);

e  Protection of interests of small shareholders (20" place with 68.3 points);

e The amount of direct investments from abroad with regard to GDP (10" place with

66.8 points);

The research compares Georgia to the countries with the similar income (low, medium).
The report empnasizes that Georgia is one of the countries, the results of which are higher that
this group countries.

Weak sides of the country refer to market and business development, as well as research
and human capital. Specifically, Georgia showed low results in the following categories:

e  The degree of universities business cooperation (177 place with 27.3 points);

The expenses conducted to education (place 103 with 10.4 points)

The expenses conducted for research and development (place 103 with 1.3 points)
Trainings offered by the private companies to the staff ( place 91 with 9.4 point).

The place of first three universities of the country in the world ranking (0 points and
last place with 56 countries).

According to the index, among post Soviet Union countries, Georgia takes 8" place. Along
with three countries of Baltic region, better results have Russia, Moldova, Ukraine and
Armenia. However, with regard to innovation efficiency, Georgia has better results compared
to Russia and Lithuenia. In this component, better results had Moldova and Estonia, which
implies to reasonable and effective spending of the money attributed to the development of
innovations. With regard to institutional framework and infrastructure, Georgia has less result
than Baltic countries only. With regard to any other components, Georgia is below to the first
seven post Soviet Union countries except human capital and research categories, where
Armenia has lower index than Georgia.
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If we consider the results, Georgia needs encouragement of researches and innovations,
implementation of innovative technologies in Education, activation of private sector within the
use, creation and implementation of innovations.

Conclusion

With regard to human capital development, existing condition cannot provide
development of new and existing industrial fields and sectors. It is necessary to create new
policy of education system development which will provide adequate budgetary resourses. The
models of funding education and science shall be considerably changed. Grant system shall be
maintained byt direct funding models shloul be developed and refined. In addition, the share of
higher education funding within GDP and budget should be equal to the ones existed in
developed countries. At the same time, it is necessary to create appropriate support strategy,
which will give an opportunity to local producers and scientific institutions gain profit through
collaboration and have access to additional resources for development.

The country has some important challenges, which should be solved in order to
achieve progress in innovation development. The analysis of results showed that the results
were reduced in the directions that were weaknesses in previous years. Specifically, the results
vary within 20-30 points among the criteria of human capital and education, business
development condition, knowledge and technological production. It is true that the country had
good index in terms of institutional organization and regulating policy, but, economic
development of the country, level of private sector development and scientific basis is still
below the global tendencies.

In order to achieve progress, it is necessary to take efficient steps for the development
of education and research. In addition, active participation of private business in this process is
important, which is possible through conducting encouraging events for supporting business
competitiveness and imprementing innovations.
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EARLY WARNING OF THE ECONOMIC SEPARATISM IN GEORGIA

Expended Summary

According to the data in scientific literature, there are about 25 active separatist
movements in Europe. In this term the demand for part of the rebel regions is the secession,
while other part claims fiscal rights - economic independence.

Collective economic interests in the condition of federal arrangement of state are
primarily revealed in the fiscal interests of individual regions - administrative-territorial or
ethnic-autonomous subjects of the federation. There are two types of fiscal separatism — “Poor”
and “Rich”.

Historical experience demonstrates that two major factors have a significant influence
on provoking “Poor’s” separatism: support the region by a stronger foreign state and a dictate
of the center over the region. Such separatism is more radical, because the poor usually act
more radically rather than rich people for at least one simple reason: they do not have anything
to lose.

In terms of “Rich’s Separatism” it should be emphasized the regions that are more
developed in comparison with the rest of the country, i.e.; they are rich and are trying not to
share their fiscal revenues to the center. Such regions are, for example, Basque and Catalonia
in Spain, Flanders in Belgium. Such separatism is also active in northern Italy, which is richer
than the south part. All these regions are a rich part of the country and in this case, we can say
that the richest regions do not want to sustain poor regions.

The role of the fiscal sphere is special in Federative States, as in the federal financial
system, as in no other area, the antagonistic attitudes of the federal center and its subjects, as
well as among the subjects of the federation itself are clearly expressed.
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Federal regionalism slows down the separatist moods, but the separatist aspirations
emerge anyway in terms of non-distribution of revenues, i.e in the conditions of a passive
economic policy. So separatism is generated by a starvation or great wealth.

To ensure that the federal center constantly monitors timely transfers of its own
revenues from the budgeted regions and in this manner to prevent fiscal secession attempts, it
is created the e-Treasure - electronic program in the Treasury.

However, in order for the monitoring to be comprehensive, it is necessary to specify the
second group of indicators (variables) in the program in addition to the standards defined by
the "Budget Code" — so called catalytic indicators. Such indicators will be specific for each
region, as the regions are distinguished by their peculiarities. For example, Abkhazia had more
energy connections out of the country - with neighboring Russia than with the rest of Georgia,
Tskhinvali region and Russia, or Nagorno-Karabakh and Armenia had more land transport
communications. Before 2004, Adjara was distinguished from Turley with its development in
all fields, including theological communications (theological education, medical, cultural and
ecological tourism, power transmission lines and transport communications, and etc.).

Therefore, we believe that in addition to the "basic” norms of the revenues defined by
the Budget Code, in the electronic program of separatist trends early detection, there should be
indicators of economic policy (redistribution of the incomes). For example, the ratio of the road
network (frequency) between the center and the region to the road connecting to the
neighboring country or the frequency of power transmission lines in comparison with the
cables connecting to the center or the quantitative ratio of the state-owned enterprises owned
by the center to the local state enterprises, etc. In the article, as a conclusion, we prove that:

- Aspiration of some separatist regions for separatism is due to the poor performance of
the region's fiscal standards. An example of the mentioned is the Autonomous Adjara in the
beginning of this century;

- Separatist aspirations of the regions are enhanced by the minerals found there, say, the
availability of hydrocarbons, or the prospective of receiving the revenues as a result of transit
of transport routes through their territory. For instance, the separatism of Scotland, Flanders,
South Sudan and Kurdistan in these regions is coincided with extracting hydrocarbons, while
the aspiration of South Brazil, Abkhazia, South Ossetia (Georgia) for secession is coincided
with the construction of centrifugal / transboundary communications in their territory;

- Legal and flexible fiscal mechanisms for distribution of revenues and expenditures
between the federal center and regions weaken separatism. Examples are Scotland and
Northern Ireland in the United Kingdom.

The inter-agency economic mechanism of the different branches of Government
interaction of early warning is proposed in this article. The federal center will use model of
economic mechanism of the separatism early detection and will carry out a concrete preventive
measures — meetings of the executive branch agencies and the heads of the regions, where the
legislative changes and economic sanctions, other new initiatives will be discussed.
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INTEGRATION RELATIONS AS THE FACTOR OF ECONOMIC DEVELOPMENT
OF THE COUNTRY AND POPULATIONS INCOME GROWING (A CASE OF
GEORGIA)®

Summary

One of the crucial factors affecting the development of a country’s economy is the
demographic structure and education level of its population. — Other things being equal, the
more educated, qualified and capable of working individuals the country comprises, the higher
its potential for economic development. As a result, it is highly important to consider
participation of economically active population in the process of employment and creation of
economic wealth according to their age. Moreover, it is noteworthy to pay attention to the
correlation of wealth distribution and its final consumption with regard to various age groups
— i.e., whether there is a correlation between the wealth, created by those age groups, and its
actual consumption. Georgia belongs to one of those societies, which are founded on
traditional values, where cultural-emotional, existential, material and economic connections
between different generations are strong. The scale of inner family and interfamily assistance
among the representatives of older and younger generations is high. This assistance includes
many aspects —gender, age, educational, professional, territorial, etc. Data from the National
Statistics Office of Georgia, alongside special research enable us to acquire in depth
information and make long-term conclusions as well as adequate recommendations about
mentioned attitudes and processes.
Key words: young generation, age grouping, ageism, intergenerational relations

Introduction

In terms of labor market and employment, situation for the representatives of low age
group, at first glance, is quite serious in modern Georgia: Among other things, unemployment
rate is above the average (according to the 2016 data, between the ages of 15-19 - 31.9%;20-24
- 30.0%; 25-29 - 21.6%, on average in country’s economy - 11.8%). Although, among
economically active population, individuals aged 15-29, in other words, that contingent,
who has recently graduated from universities and became involved in economic activities,
is the best provided for in terms of qualitative factors (employment profile and
remuneration). In this age group more than half of the economically active population falls on
employees (50.2%), whereas, on average, it does not exceed 37.3 percent in national economy;
in the mentioned age group (25-29), every 100 self-employed stands against the 180 employed,
whereas the average number is only 74. Fact is the problem of employment remains the
number one challenge for the young generation. However, for those employed youth,
qualitative indices of employment (taking in view that the salary of the employed is
considerably higher than that of the self-employed) significantly exceed that of the other
age groups.

It is important to note that since 1990s the age of the employed, in terms of the highest
received salary, has undergone a significant evolution. Unlike 1990s, when the people aged
45-55 generated the highest income™, by 2010s the age group of 25-29 took over as

"This article uses material from the research, “peculiarities of social-demographic modernization of a
family”, which was conducted by the Iliauni Institute of demography in Thilisi, Kutaisi and Kaspi in
2013.
See I. Archvadze. Economics time. Thilisi, 2000, p. 114.
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leaders with “yellow t-shirts” (to use sports terminology). This trend was proved by the
selective research of the population conducted in various cities of Georgia (Thilisi, Kutaisi,
Kaspi), according to which the average income of the 25-29 age group was nearly 1.2 higher
than the average income of the country, whereas the salary of the people aged above 45 went
down by almost Y. In the beginning of 1990s, the income of the youth aged under 30 was 10-
30 percent lower than the average number; on the other hand, those aged above 45 received
income, which was higher by 2.2. We can now assert that the optimal age of the employed
for the highest income has been sharply (approximately 15-20 years) reduced in the last
decades and today it has approached the age margin of 30.

Table 1
Average monthly income of the employed
According to age groups
Age Average monthly income
Georgian Lari Percentage (On average in the
country - 100)
On average in the country: 883.4 100.0
Among them:

<20 834.8 94.5
20-24 933.1 105.6
25-29 1042.0 118.0
30-34 8914 100.9
35-39 1045.9 1184
40-44 826.5 93.56
45+ 674.9 76.4

The above-mentioned regularity can be explained by the ease with which the youth, as a
rule, can adapt to the market economy, and their mobility or the knowledge of information
technologies and languages makes them easily adaptable to the circumstances and substantially
increases their competitive advantage in the labor market.

For instance, young people under the age of 20, who are employed and at the same time,
do not have incomplete (bachelor’s degree), let alone, complete higher education, can still
receive an almost average level salary (94.5%).

It is a general rule that education brings higher income. The income (1068.3 gel) of
those people who receive higher education is 21% more than the average income (883.4 gel),
46% more than the income of those who possess secondary education (733.7 gel), and 84%
more than the income (581.4 gel) of individuals who receive incomplete education.

Students (including holders of incomplete higher education) earn 8.3% more income
(956.4 gel) than the average figure. It is possible to assert categorically that, despite the low
employment level among youth, and a high level of unemployment, the income and condition
of those individuals who manage to land a job and start working is better than that of the
average employee.

Data that was derived from the research conducted by the institute of demography is in
high correlation with the data received from analyzing the whole country of Georgia. To the
question: how does the overall income of a family satisfy various needs of its members? Only
3.6% answered —fully, 9.3% answered — sufficiently, 44.8% responded — more or less, and for
42.2% of the respondents the income does not meet their family’s needs.

As a point of fact, this data indicates that 3.6% of Georgia’s population is rich, 9.3% -
wealthy, 44.8% is in the category of average income, and 42.2% - poor and destitute.

Income of those people who think that their current revenues fully satisfy their families’
needs (approximately 2000 gel monthly), is nearly 2.5 times more than the actual average
income of other families. In other words, fully meeting families’ ongoing needs necessitates
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the average income to be 2.5 times higher than the actual average income. According to
the similar approach, in order to sufficiently satisfy families’ needs, it is necessary that
the current income be no less than 1.8-2.0 times higher than the actual one. Consequently,
it can be inferred that, as of today, more than % of the households is not satisfied by their
income.

In the conditions where household revenues, as a rule, are formed from different
sources, the mentioned discontentment indicates that despite their diversity, separately or
together, they cannot provide the households with a desired level of income.

The share of those families, which earn income in Georgia, is quite considerable (68%).
However, if we take into account the fact that families demand higher income to meet their
needs, we can divine that a salary cannot fulfill its basic economic function. This situation is
further confirmed by the instances of financial support, which every tenth family receives from
their relatives and loved ones, as well as every seventh — from their relatives, and family
members that are residing abroad as work migrants. Apart from that, as little as every sixth
household (17.1%) generates revenues from their businesses. These point to the unsatisfactory
development level of market relations and indicate little involvement on the side of the
households.

Despite the survey having been conducted in cities, we can say that among those
individuals who work in agriculture (every fourth household — 24.1%), only 21% produce
agricultural commodities. This type of material income is characterized by the same intensity
as the renting of real and moveable estates.

Georgia was and remains the country whose society is primarily defined as the one
possessing intergenerational relationships of traditional nature. According to surveys, 43.2%
of the population still lives with their parents. As these individuals get older the above-
mentioned figure, understandably, goes down. In youth aged just below 20 this number is
77.1%, in youngsters aged 20-24 — 65.4%, in the population aged 25-40 the figure stays
virtually on the same level (between 41-45%), and then it sharply decreases again to the point
where among the people aged above 45 the figure amounts only to 24.3%.

Two-thirds (66.8%) of the interviewed population, with varying degrees, links financial
situation to the possibility of living separately from their parents. Working (64.5%) and living
conditions (64.7%), which fall just a little behind the financial situation, also determine the
possibility of independence.

Interviewees consider starting independent life positively in several aspects of life. The
number of those who think that their conditions will improve, in case of living separately, is
7.4 times higher than the number of people who think otherwise (34.0% and 4.6%
respectively).With regard to employment, the difference is still tremendous — 10.4 times higher
(17.6% and 1.7%). At the same time, in spite of positive and optimistic expectations,
enthusiasm and positive expectations associated with independent living are relatively modest
(25.8% and 17.7% respectively).

Until recently, Georgian family has been deemed a cornerstone of traditional values.
Nevertheless, transition to the model of market economy and general deterioration of the
population’s conditions introduced some changes there as well. The survey showed that only
2.6% of the overall population provides any kind of assistance to their parents, whereas
almost the third — 32.2% - of the population grants none whatsoever. Similar number —
31.3% - is happy to give only moral assistance, while the share of those who provide financial
and material help hardly exceeds 20.6%.

Naturally, scales and range of assistance depend on many factors. As of late, the age of
those people who receive income and revenues reflected in peak numbers, as was
mentioned before, has substantially gone down, and this age group (up to 30 years of age)
has fallen under the regime of “double preference”. On the one hand, their salary is higher
than or equivalent to the average income, on the other hand, because of traditional
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relationships, the scale of parental or grandparental assistance toward those younger age groups
is high. In addition to this, relationship processes marked with certain specificity exist here too,
among other things there are gender aspects. For example, if the indicator of “cannot help” is
virtually equal between genders (31.5% of men and 32.6% of women cannot provide support to
their parents), it is not the same with financial support, where men are able to offer nearly
three times more assistance to their parents than women (17.8% and 6.3% respectively). The
scales of material and physical support in terms of gender are almost equal, whereas the degree
of empathy or moral support is manifested (nearly 1.7 times more frequent), much more among
women than among men (36.7% and 22.1% respectively).

Naturally, as children get older and their age goes up, parental support becomes scarce
and vice versa, scales of children’s support toward their parents increase. Among the
interviewed individuals aged below 20 almost 2/3 cannot provide any kind of financial support
whatsoever for their parents (rather they are in need of support themselves!), among the people
aged 20-24 the figure comes down to 43.8% and only 25.3% for those who are more than 45
years old. Alternatively, upward movement characterizes scale and intensity of support from
children toward their parents as the former get older: if we compare instances of financial
support from the interviewed children between those who are aged below 25 and those above
40, we will notice a stark difference, namely 1.3% and more than 14% respectively. Intensity
of physical support increases from 7.5% in the people aged 20-24 to 16.2% in the respondents
aged above 45. In fact, the intensity of physical support does not change with the passage of
years, and among the individuals that have left behind teenage years (20<) the scale of moral
support is quite stable as well (33.0 %<). The mentioned figure decreases just a little bit for
only those respondents who are aged above 45 — this as a rule, is the result of passing away of
their parents.

Table 2
Children’s support toward their parents
According to children’s age group
Children’s age

<20 | 20-24 25-29 30-34 35-39 | 40-44 45+
None 63.6 | 43.8 41.3 28.2 31.7 18.3 25.3
Financial 0.0 1.3 9.8 11.8 13.4 14.0 14.1
Material 0.0 7.5 7.6 4.5 12.2 15.1 16.2
Physical 13.6 12.5 10.9 17.3 11.0 15.1 12.1
Moral 18.2 33.8 28.3 37.3 305| 333 27.3
Any kind 4.5 1.3 2.2 0.9 12| 43 5.1
Total 100.0 | 100.0 100.0 100.0 100.0 | 100.0 | 100.0

Scales of children’s support toward their parents expressed in the form of money are
substantial — 110.9 gel monthly*2. At the same time, men provide 1.5 times more assistance
to their parents than women (135.1 gel and 90 gel respectively), which, essentially,
correlates to the differences reflected in salary levels between genders. The distinction in the
levels of support is also marked by territorial aspect. Specifically, residents of Thilisi provide
almost 2 times more support to their parents than people living in Kutaisi (139.2 gel and 71.5
gel, respectively)®, likewise the support coming from people with higher education is twice the
number of those individuals’ support who do not receive complete education (161.1 gel and

12Although, this figure is 1.7 times lower than the monthly support of parents toward their children (189.0 GEL).
BAccording to the business sector, salaries in Tbilisi are 1.7 times higher than in Imereti that is largely
represented by the city of Kutaisi.
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66.7 gel correspondingly). The difference in the possibilities of support toward parents is larger
still among the employed and unemployed individuals— those having a job allot 2.3 times more
funds for support than those who are jobless (149.1 gel and 63.9 gel respectively).

The capacity for providing support reaches its peak among 35-39-year-olds (142.6
gel), after which it gradually goes down (among 40-44-year-old donors scales of support
amount to 133.1 gel, whereas people aged above 45 can only yield as much as 89.0 gel).

Children mostly tend to assist their parents when the former reach somewhere between
35-39 years of age. The highest share of such assistance in relation to their income falls on 40-
44-year-old individuals.

The fact that every second person supports parents materially on the daily basis or
per their demand speaks to the preservation of traditional relationships and caring in families.
Aside from that, the number of those people who can only help their parents weekly (16.9%) or
monthly (29.9%) is rather big.

The process of support between the members of different generations has a bilateral
character. It flows from the members of young generation toward the members of older
generation, and vice versa. Almost 3/5 of the population receives financial (33.9%) and
material (21.7%) support from their parents. On top of that, if we compare the flows, intensity
and size of support, we will discover that the parents’ assistance toward their children is
more noticeable and they help them much more often than the other way around. The
chart below illustrates what we have already said.

Chart 1
40
Degree of support from children toward their parents and
33,9 vice versa (percentage)
35 32,2
31,3 ’
30
25

M Children to Parents
20 -

4,9
15 -

10 +

Financial Moral Material None Of all kinds  Physical

It goes without saying that the data presented above essentially shows the kind of
support parents and children give each other. However, there are several types of support
instead of a single one, as a rule.

The chart also confirms the fact that the intensity of support from parents toward
children is multiple times higher than the other way around. In addition to that, we have to
consider the difference of age between generations and take into account the fact that from
certain age mark members of parents’ generation earn less and less income than, in the same
time period, members of their children’s generation.
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Consequently, children’s generation possesses more resources for managing final
income and consumption, than it is generally reflected in the revenues established after
primary income. Apart from that, parents’ ratio of income/support toward their children is
substantially high than the other way around.

Chart 2
50 Share of support in the family income from children to
39 parents and vice versa according to age
40 (percentage)

30

20

<20 20-24 On 25-29 30-34 35-39 40-44 45+

average

Children’s age and support toward parents are in a positive correlation with each other,
whereas parents’ age and support toward children are in a negative one. Scale of support
among the expenses of the parents aged 35-39 is larger than among children’s expenses, only
after passing the mentioned age mark does the situation start to change in the opposite
direction. What is more, with regard to the children aged below 24, parents’ size of support
toward such children significantly exceeds the quantity of average income allotted for
each member of a family. In particular, according to the average number of family members,
each member, on average, receives 27% of the family’s income, whereas for every family
member who is aged below 20, the size of support virtually becomes 39%, and for those aged
between 20 and 24 — 30%. Naturally, as the age of recipients goes up, they receive less support
from their parents. This is clearly illustrated in the following chart.

Chart 3
350 325,
Elé%szize of the average monthly support from parents to children

300 d according to the age of children
250
200 171,6
150
100

50

O T T T T T T T
<20 20-24 25-29 30-34 35-39 40-44 45+ On
average
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Based on the logic and law of economics, students get the most generous support
(358.1 GEL), and the least support is allotted to contractors (134.1 GEL) and self-
employed individuals (126.7 GEL).

When children and parents live together, the share of only parents in providing material
support is higher, than the share of only children (31% and 1% respectively). At the same
time, only the spouses’ share, which amounts nearly to 2/3 (62.5%), is eminently high.
Depending on what role parents and children assume — donors (givers of support) or recipients
(receivers of support), scales of support vary to a certain degree. However, in the category of
parents as well as children, the third of the interviewed people show support per request from
others, whereas the share of those who grant such support, at least once a year, is quite small.

Table3
Degree of support between parents and children
(Percentage)
Daily Once a Monthly | At least per Tot
week once a request | al
year
Parents  support their 9.4 9.6 44.8 4.7 31.6 100
children
Children support their 16.1 16.9 29.9 3.8 33.2 100
parents

Almost 2/3 (63.4%) of the Georgia’s population that are in the economically active age
do not have grandparents any more. The absolute majority of the rest (85.2%), as a rule, not
only visits grandparents periodically, but also is able to introduce them to their friends. In
addition, 1/3 or 32.7% of grandchildren do not provide any support to their
grandparents; 13.5% help their grandparents financially or materially and the rest limit
themselves to only physical or moral help.

An average monthly value of support given by grandchildren to their
grandparents is 57.4 GEL. The size of such support is the biggest from those grandchildren,
who have received higher education (74.6 Gel).

28.4% of grandparents cannot give any kind of support to their grandchildren.
30.2% of them grant financial and 12.9% - material support; the rest are limited to physical or
moral help.

The table below shows the character and intensity of mutual support, on the one hand
from grandparents and on the other from grandchildren, toward each other.

Table 4
Characteristics of support between grandparents and grandchildren
(Percentage)
Grandchildren support their Grandparents support their
grandparents grandchildren

None 32.7 28.4
Financial 5.6 30.2
Material 7.9 12.9
Physical 235 6.1
Moral 30.2 22.3
An average monthly size of

help, Gel 57.4 71.4
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Only insignificant part of the population (1.7%) thinks that the government must be solely
responsible for the care of the elderly. The majority (35.4%) recognizes this process to be the
duty of children and grandchildren or to be equally shared (63.0%) between the former and the
government.

As the presented data confirm, despite various kinds of difficulties, among them of
economic character, intergenerational bond is still considerably firm in Georgia and it is
reflected in mutual support (from older generation toward younger one and vice versa). On top
of that, this relationship is not limited to the relations between children and parents; rather it
includes the strong bond between grandparents and their grandchildren. It is also natural that
the economic ties and scales or intensity of support is much stronger between parents and
children than between grandparents and grandchildren. This fact is demonstrated in the table
below.

Table 5
Intensity of intergenerational support and an average monthly cost
(Percentage)

Younger generation’s support Older generation’s support
toward the older one toward the younger one
Children Grandchildren Parents Grandparents
support their support their support their | support their
parents grandparents children grandchildren
None 32.2 32.7 14.9 28.4
Financial 10.6 5.6 33.9 30.2
Material 10.0 7.9 21.7 12.9
Physical 13.3 235 3.3 6.1
Moral 31.3 30.2 21.9 22.3
Any kind 2.6 0.1 43 0.1
An
average
monthly
size of
support,
Gel 110.9 57.4 189.5 71.4

As it is clear from the data above, children’s support toward their parents expressed
in money is 1.9 times more than the support given to grandparents by the same
individuals; moreover, parents’ support toward their children is almost 2.7 times higher
than that of grandparents. Generally, the size of support toward parents is nearly 1.5 times
more intensive than toward grandparents (20.6% and 13.5% respectively); furthermore,
parents’ material and financial support toward their children is significantly dominant over
grandparents’ support for their grandchildren (55.6% and 43.1% respectively). It must also be
noted that, with regard to physical support toward each other, the figure among younger
generation is considerably larger than the same figure among older generation (approximately
four times higher).

Conclusion

Consequently, there are certain principles at play here, which the government must

necessarily take into account when coming up with and implementing social-economic policy.
Namely:
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Intergenerational economic and emotional relationships are retained in Georgia on a
substantially high level; a large number of households are represented by two or more
generations;

The scales of economic support have a two-way opposite vectors —support flows
toward younger generation from the older one and vice versa;

The size of support from the members of older generation toward the members of
younger generation decreases, as the recipients (receivers of support) get older. At the
same time, the size of support from younger to older generation increases as the age of
recipients goes up;

The size of support from the members of older generation toward the members of
younger one is multiple times bigger than the size of support in the opposite direction.
The amount of actual consumption of the population aged below 25 not only exceeds
the income of the same age group, but it is also higher than the average size of
familial consumption per capita. Considering the number of population and the
quantity of households in Georgia, the size of annual resources willingly passed
from the members of older generation to the members of younger one exceeds 1.1
billion GEL, which comprises nearly 10% of the entire funds;

Bilateral economic relationships and value of support between parents and children
are more intensive and multiple times bigger than between grandparents and
grandchildren;

According to the size of income, maximal age interval is characterized by a clearly
expressed tendency of reduction; compared to the 1990s, the mentioned figure has
been reduced by nearly 15-20 years;

Distribution of the primary income takes place between older and younger generations
with the latter being the recipient; simultaneously, this process is somehow leveled by
the circumstance that, first of all, a large number of the population makes use of the
inner family expenditure and secondly, a significant part of the certain components of
social support (for example, healthcare) is directed toward fulfilling the needs of older
generation. As a result, in today’s conditions, younger generation’s dominance over
utilizing primary income of the whole population is apparent. This situation is, to
some extent, compensated for by the older generation, whose members are able,
though not completely, to maximize their own share in the social packages
(healthcare, social security) reserved for collective usage.
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EFFECTIVE DECISION-MAKING AND MODERN PROBLEMS OF THE GROWTH
OF PRODUCTIVITY OF ORGANIZATIONS

Expanded Summary

Effective decision-making is the choice of the alternatives to which the organization
achieves success. The desire to succeed is characteristic to all organizations. But in order to
find out whether the organization has succeeded it is necessary to identify--what does the
success mean? Naturally, many people will name the high image, giant companies on that
question and they will be right. Although, with this position it means that only size of the
organization and / or profit maximization is a success. However, every organization has a
definite purpose and if the organization has achieved its goal, it is already successful. That is to
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say, success is not related to the size of the organization and everything, including small
business, can have its success.

The most important goal that the organization's management needs to achieve is to
offer the product (service) that increases the productivity of this organization. That is, to make
such decisions according to which the organization's operational parameters will approach to
the desired ones.

Organization's productivity - is the measure of how economically the organization
uses its available resources and how effective its management is. That is, the organization is
highly productive if it produces required, demanding goods (services,) that are sold well and
everything is done properly and successfully. In particular, if the resource economy is a
measure of how well the consumer is explored, what are the requirements and how rationally
the organizational resources have been used to satisfy these requirements, efficiency - is the
best ratio of goals and achieved results. That is, effective is the management of the
organization that chooses the right aim and actually achieves it.

The desired goal should have an appropriate criterion for measuring. It is a mistake
when evaluation of the productivity of the organization is done according to the volume of
manufactured products, or by rational use of resources existing in its system (Though, both are
important components of productivity). In our opinion, we should see in it the process that is
focused on obtaining a competitive advantage and on the other hand its expected results, which
should be taken in time and which is expressed in specific indicators. That is, its value should
be determined.

Therefore, productivity — this is the ability of the organization to surpass the
competitors by producing more desired products for consumers in a thrifty way and with an
increasing difference between the costs of the exported products from the organization and
imported resources. Thus, everything that is related to this formula is at the same time
supporting factor of the promotion of the productivity of the organization. Consequently, the
managers' strategic vision and the success of their decisions should be assessed by the aim of
determining how they are oriented on specific, time-consuming and realistic results.

In order to make a successful decision, it is necessary to get its objective constituents
(Purpose, alternatives and motives) adequately, in which naturally an important role plays the
managerial strategic vision, knowledge, skills, habits, experiences, moods, emotions,
intellectuals and other professional or personal qualities, which totally create the individual
identity. So, want it or not, each manager has its own system of values that determines its
actions and influences on the success of decision making process.

For the purpose of finding how well the above-mentioned properties are developed in
modern managers and how correctly they use such an individual system of values, in Kutaisi
we have interviewed owners (managers) of small and medium enterprises on business
prospects and successes in their disposal (management).

More than 300 respondents have been interviewed. In particular, on the question -
whether you want to expand your business, or get more income, 99% of respondents responded
positively, which should be considered one of the best positive indicators of evaluating the
business environment. In fact, it has also should have pushed to4 assess the viability of
business activity as well. In particular, only 2% of respondents expect that the time will come
when their business will no longer be required, and 98% thinks that his business is stable and
more - is growing.

The answer to the following question looks pretty interesting: - "First of all, what
hinders you to expand your business?", the vast majority of respondents (78%) responded to
the fact that it was "lack of financial resources", and for example, the factor as "managerial
competence (inexperience, inadequate knowledge)", only 6% of respondents consider
hindering; "Low qualification of personnel” - received 13%.However, on the question :”What
will be the percentage of your annual profit from your invested working capital”, the vast
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majority of respondents (84%) expects at least more than 50% of profitability.

Thus, if 99% of respondents wants to expand its business by 98% of probability - this
is a stable and developing business and if most managers of such business think that each Lari
invested in the working capital gives at least 50% profitability, which is much higher than the
current interest of a bank loan, one may conclude that the problem of small and medium
business development today is "management deficit" rather than "failure in financial
resources".

However, it should be noted that this survey has revealed quite reliable perspectives.
Namely, the younger the respondent, the higher is the chance of profitability of each Lari
invested in the working capital and second - the younger the respondent, the more reduced
becomes “the lack of sources “among the obstacles and high qualification of managerial
competence and hired personnel becomes more demanding (slightly but still) .And this is the
reason to say that the future generation is more risky and feels the necessity of qualified
knowledge in achieving success.
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SWEDISH EXPERIENCE OF SMALL AND MEDIUM BUSINESS SUPPORT

Expanded Summary

The Swedish government has a deep understanding of the role of small and
medium enterprises in the development of the country's economy, in recent years, the
organizational, financial-taxation, information provision, scientific-technical coopera-
tion, and the improvement of the labor market organization events had taken place.

Small and medium enterprises are supported in Sweden within the framework
of Common Industrial Regional and Innovative Policies, which focus on such
enterprises. The Ministry of Industry, Employment and Communications, Swedish
Agency for Entrepreneurship Development, Swedish Institute of Innovative Systems
and Swedish Institute for Economic Growth Policy are responsible for it
organizationally.

There is a systematic improvement of legislative-normative basis for small
and medium business development in Sweden. In 1998, the law was adopted that
prohibits carrying out any economic development activities by central and local
authorities that do not take into account the interests of SMEs. In addition, a special
group was set up to monitor the implementation of this legislative requirement and in
this regard, the report is submitted to the Swedish Parliament each year. The Swedish
Foundation for Small Entrepreneurship Study organizes annual "Small Business" Day,
where the current problems of small and medium business development are discussed,
and the outcome and recommendations of these will be taken into account when
making decisions on these issues.

For small enterprises, as well as for a new company, a simple procedure of
registration is established in the country. The permit will be issued for a month, all
expenditures for all formalities are defined as 1% of the GDP per capita per
population, and for limited liability companies it is expensive (100,000 krone). All
registration procedures are performed through one window. Where the enterprise is
placed on tax registration and passes the state registration.

Successful programs in Sweden are focused on entrepreneurship support for
target groups: youth, women entrepreneurs, unemployed, immigrants and others. The
program for students from the age of 6 to 11 provides support for the development of
creative thinking, initiative innovative skills, persuasive self-reliance, and independent
decision-making skills on vitally acute problems. In the realization of programs,
together with students, parents and entrepreneurs are involved in the school schedules.
One day in a week is allocated for the performance of these programs.
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In addition, there are various programs for supporting entrepreneurial
activities for young people aged 10 to 20, the program "Youth Achievements" is being
offered to young people every year to help them start their new activities. The aim of
the program is to organize workshops in order to support the initiative of
entrepreneurial activities (including women), where training and experience are
shared. For the same purpose since 2000, a special program "Start of Business"”
operates in the country.

Preferential conditions are created for the business in Swedish universities,
where students are working on the position of managers. Their financing is mostly
through local resources. Many universities have specialized courses of entrepreneurial
activity, and the University of Jonkhee operates a consultation program for those who
want to organize small and medium enterprises. In the University of Omex, the
innovation center of entrepreneurship was created for students.

In Sweden, special programs for supporting entrepreneurial activity for
women, unemployed and immigrants are operating. Every year the country produces
34-37 thousand such enterprises, 30% of whom go to women, 20% for immigrants,
20% for young people under 30 years, 20% for unemployed. Most of the enterprises
are successful in the market and only 4% of them are solved (2.7). Fund "ALMI" helps
women with entrepreneurship development, credit counseling and participation in
various programs.

The Swedish government is well aware that subsidies given to unemployed for
the purpose of entrepreneurial business are at the same time an important means of
struggle against unemployment. One of the main conditions of its issuance is to
develop a successful business plan. The ¥ of newly created enterprises in the country
come from former unemployed. The size of the subsidy is related to the amount of
money that could have been unemployed in the form of insurance for 6 to 12 months.
This amount is enough for one employee to create an enterprise.

The Swedish Government helps the immigrants / indigenous population of
105 / to reduce the unemployment level / four times higher compared to the
unemployment rate of indigenous population/. Besides, the business of immigrants is
carried out mostly in the hardworking fields / trade, hotel and restaurant services/.
Immigrants’ entrepreneurship is supported by the state with private sector. Their goal
is to create a favorable climate of entrepreneurship, which is based on the organization
of effective labor market, reduction in taxes, bureaucracy and venture funding. Tens of
thousands of small enterprises are created annually in the country with a consistent
implementation of small and medium business policies in the country, most of which
maintain sustainability and continue to succeed.
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FORMATION AND DEVELOPMENT OF SMALL BUSINESS IN GEORGIA

Summary

The research article covers the issues of small business formation-development in
Georgia.

The period from the 90s until the present is presented in six stages. The main pursued activities
are outlined and the advantages and shortcomings of each stage are briefly described.

In order to overcome the shortcomings in the field of small business formation-
development, suggestions and opinions are expressed in the form of conclusions in the
research article.

Key words: small business; strategy for development; innovative small business; stage;
period.

Introduction

The role of small businesses is especially large during the transformation of the
economic system, since it is an important factor in the reduction of unemployment and
economic stabilization at all. These very opportunities for small businesses were the basic
condition for avoiding the demonstrations of social character during the transformation of the
economy in Georgia.

The weakness of small business is revealed in the shortage of resources, the difficulties of
getting investments, etc. This necessitates the need for effective state support. It is of
paramountvimportance for similar countries of Georgia to establish small state-backed state
institutions aimed at ensuring the realization of small business advantages in the country's
economy and promoting active development.

* * %

The formation of small businesses in the former Soviet republics and Georgia among them
started from the privatization process. Thus, the first step in the formation and development of
small business in Georgia can be recognized the period from 1991-1998. During this period,
the laws and the government's resolutions promoting the establishment of private sector in the
country have been adopted in Georgia, among them are the following laws: "On
Entrepreneurship of State Enterprises in the Republic of Georgia” (1991), "On
Entrepreneurship of State Enterprises in the Republic of Georgia" (1991), "On Entrepreneurs"
(1994) and Government Decisions: "Approval of Regulations on State Enterprises" (1992) On
Approval of Temporary Regulations on Equity "(1992)," Individual Entrepreneurship and
Individual Enterprise On Approval of the Statute Regulations "(1993)," On Approval of
Regulations on Limited Liability Society ", etc.

According to the law adopted in Georgia in 1991 and :  "Privatization of state
enterprises in the Republic of Georgia" and according to other normative acts the privatization
of state property began with the small soviet enterprises; Georgia was the first country in the
post-Soviet space, in October 1991, performing the open public trading auction on the first act
of privatization, privatization of the shop "Goliath". Mass privatization of small enterprises
reached its peak in 1995-1996. It is in these years that small business skills are able to promote
social and political stabilization during the economic crisis and employ the population. In
these years, small businesses have been identified as an asset factor in terms of establishing
social and political stabilization and citizens” employement during the economic crisis.

In accordance with the Law on Entrepreneurs (1994), private enterprises established
under the Law on Entrepreneurship until 1 March 1995 were re-registered until January 1,
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1996. Registered joint ventures were transformed into limited liability companies. Based on the
abovementioned requirements, the Cabinet of Ministers of Georgia adopted a resolution on
April 11, 1995 (# 196), which would provide the re-registration of enterprises. Registration was
not in local governing bodies (City Hall, Board), where the enterprises underwent primary
registration and did not pay large amount of unauthorized or unauthorized expenses, but
through the Regional Courts through the Neighborhood in Public Register (being created in
1994). For secondary registration start-up entrepreneurs needed to re-charge new fees, change
of documents, stamp and stamp preparation and other expenses. Many newly established small
firms were not registered for time due to lack of finances and were declared annulled. The re-
registration of enterprises facilitated the law abidance of their activities, but on the other hand,
it appeared to be the obstacle for formation small business.

Until 1999, according to the methodology of the State Department of Statistics, the
number of employed workers in the sectoral scope was the criterion for assessing small
enterprises.

Small enterprise covered:

Industry, agriculture, transport, communications enterprises, where the number of
employees were more <50 person were employed,;

In construction <35;

Education and scientific profile organizations <30;

Wholesale and retail trade and services field <20 and other organisations <25 employed

(i.e enterprises where the number of employees was < 50 considered to be small).

The second stage of small business formation-development begins since 1999 and
lasts up to the first half of 2002. One of the hindering factors of small business formation in
the country could be considered the fact that the concept of small enterprise regulated by law,
its assessment criteria and their statistical values did not exist until 1999. On July 23, 1999, the
Law on Support of Small Enterprises was enacted in Georgia, with the estimation criterion of
small enterprises, along with the number of employees, the annual turnover indicator of the
enterprise, whose statistical value did not exceed the following margin: In the industry — 40
employees and 500 thousand GEL,; In construction — 20 employees and 300 thousand GEL;
Transport and communications — 20 employees and 200 thousand GEL; In agriculture — 20
employees and 150 thousand GEL; Wholesale and retail trade — 10 employees and 50 thousand
GEL; In education, health and culture — 25 employees and 60 thousand GEL; During the
implementation of other types of economic activity — 15 employees and 100 thousand GEL (ie
small business was defined by two criteria — the number of employees and the annual turnover,
whose statistical values were determined from 1 to 40 persons and 500 thousand GEL annual
turnover).

The third stage of small business formation-development starts from the second half
of 2002 and lasts up to the first half of 2006

In 2002 the Law on making amendments to the law “On Small Business Support” was
adopted (July 4, 2002, No. 1641), which stated that "small and medium enterprises in the
territory of Georgia belong to all the organizational and legal forms of enterprises established
in accordance with the Law of Georgia on Entrepreneurs, in which the average annual number
of employees and whose annual turnover does not exceed the following margin levels:

A) for small enterprises - 20 employees and 500 thousand GEL;

B) For medium enterprises - 100 employees and 1500 thousand GEL ".

The law "On Small Enterprise Support” was called the Law on Small and Medium
Business Support.

It is noteworthy that the determination the size of small and medium enterprises as well,
was not justified. The practice demonstrated that the above mentioned law did not respond and
meet the standards of time.
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The fourth stage of small business formation-development covers the period from
the second half of 2006 until the entry into force of the new tax code (2011).

The Government's strategy was to put all forms of business on equal terms, which led to
the law "On Small and Medium Business Support” (2002) was abolished in July 2006, and the
definitions on small and medium enterprises were moved to the law on "National Investment
Agency of Georgia".

At the same time, the government's decision to reverse the state support for small and
medium business development was abolished. The Liberal Economic Course has been declared
by the government, which states that all sectors of the economy are governed by free market
laws only, that the state does not give priority to one sector and allocates a single tax regime
for all enterprises.

Under the same tax policy, small entrepreneurship failed to compete with the big business
and its share gradually decreased in the business sector. Although the number of registered new
enterprises has increased during this period, however, this does not cause significant changes in
the output indicator.

The fifth stage of small business formation-development — This is 2011-2014 years.
According to the new Tax Code of 2011: Microbusiness Status may be granted to a physical
person who does not use the employed individual force and independently performs economic
activity from which the total gross revenue earned by him does not exceed 30,000 GEL during
the calendar year.

Small business status may be entrusted to an entrepreneurial individual whose joint
income from economic activity does not exceed 100,000 GEL during the calendar year.

Micro business is a new form of business in Georgia. Business formation existed in
Georgia today are adequate to the EU business formations (micro, small, medium, large), but
we cannot say this considering quality or quantitative terms.

Apparently, in the Law “On National Investment Agency” (2006) and in the "Tax Code"
(2011) small business characteristics are radically different. It turns out that these two laws
have the same economic phenomenon - "small businesses" is being granted the status of
different characteristics. According to the Tax Code [Chapter XII] by the introduction of micro
and small business status and tax privileges, there was no substantial change in the
establishment of its place in the economy.

Small business share in GDP, which was within the range of 7-8%, has not changed
much. As for the release of micro business taxes, it is not practically innovative, because the
entrepreneurs of this category do not pay taxes.

Starting from the end of 2014, the sixth period of exceptional importance in the
formation and development of small businesses for Georgia begins and continues till
today.

There is a significant period in relations between the EU and Georgia. On September 1,
2014, a large part of the Association Agreement between the EU and Georgia - Deep and
Comprehensive Free Trade Agreement was launched in advance. On December 18, the
European Parliament voted for a majority vote, reaffirming support for the association process.
These mentioned documents make many preconditions for Georgia's accession to the European
Union.

Introduction the Small Business Development Promotion Policy is one of the main
requirements set by the EU toward partner countries. Although EU integration in Georgia is
considered to be the strategic direction, the principles and instruments of EU policy have not
yet been implemented in the national economy of the small business. Today, the country has a
large capacity to sustain the economy and its primary business - by developing the Association
/ Deep and Comprehensive Free Trade Agreement.

Based on this, significant activities have been carried out since 2016, small and medium
entrepreneurship development strategy has been developed for 2016-2020, which reflects the
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development of small and medium entrepreneurship: Including improvement of access to
finance for small and medium entrepreneurs; Improvement of entrepreneurial training in
accordance with EU practice; Carry out specific support measures to encourage innovative
entrepreneurship; Develop new instruments for promotion of export.

Specific supporting measures have already been made for the development of innovative
entrepreneurship. Necessity requires the introduction of innovative small enterprises. In the
EU, an innovative small enterprise must meet the following standards:

e For the past three years, one year spending on research and development has to
exceed 15% of turnover;

e The respective Member State (its competent agency) must confirm that the
production and operation of the enterprise is competitive in the EU market.

e The enterprise is considered to be young if it is not of more age than 6 years since
its foundation. [T. Vashakidze, 2010]

The economy, which has decision to go through innovations, cannot ignore the small
innovative enterprises that are the guiding force of introduction new technologies and
innovations in economy.

The strategy aims to create a favorable environment for small and medium enterprises,
enhance their competitiveness and innovation capabilities, resulting in revenues and job growth
and consequently, achieving inclusive and sustainable economic growth. For the purposes of
the strategy, it is predicted that by 2020 production of small and medium enterprises should
increase by 10% on average. In addition, the growth of employees in small and medium
enterprises should be 15%. By 2020 production growth should be 7% [the Small and Medium
Entrepreneurship Development Strategy 2016-2020].

According to the Reformer [https://reformeter.iset-pi.ge/ka], the target indicators
planned for the 2020 under the Strategy have already been completed in 2016.

2016 2020
Annual growth of small and medium enterprises production 14.8% 10%
Increase of employees in small and medium enterprises 20.5% 15%
Increase in productivity of small and medium enterprises 19.6% 7%

From April 2017, a new methodology of determining the size of enterprises according
which:

The enterprise where the annual average number of employees exceeds 249 persons or
average annual turnover - 60 million GEL belongs to the large enterprises

All organizational-legal enterprises where the average annual number of employees
varies from 50 to 250 people, and the average annual turnover - from 12 million GEL to 60
million GEL belong to medium enterprises.

All organizational-legal form, where the average annual number of employees does not
exceed 50 employees and average annual turnover - 12 million GEL belongs to small
enterprises. From 2018 it has been planned that all institutions will move to a new
methodology, which will enable to compare Georgia with other countries. Methodology,
according to which the small, medium and large business characteristics are determined in
Georgia are, at first glance, lack of credibility.
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Today Georgia actively participates in the Eastern Partnership of Small and Medium
business areal and collaborates with the Organization for Economic Co-operation and
Development (OECD), European Education Fund (ETF), European Bank for Reconstruction
and Development (EBRD) and other international organizations with small and medium
entrepreneurship development strategies, in order make improvements according to
international and European practices.

Conclusion

The first stage of small business formation-development is characterized by the massive
privatization of small soviet enterprises; The Second and the third stage was characterized by
the attempt to establish and improve the legal regulation system; The fourth stage by declaring
the Liberal Economic course by the Government, according to which the Government
imposes a similar tax regime for all size enterprises; Fifth stage by an attempt to adopt the
experience of developed countries where only the status of micro and small business and
introduction of tax benefits were determined in the Tax Code [Chapter XII]. Today is the sixth
stage - the full recognition of the experience existing in the European Union, which has
demonstrated that the Strategic Development of small and medium enterprises for 2016-2020
has been developed in line with challenges in the Association / Deep and comprehensive Free
Trade Agreement.

The study shows that the Georgian governments have not unimportant approach to the
small business development, which is due to the fact that it has been neglected and has not yet
resolved its legal regulation.

The issue of promoting innovative small businesses remains to be out of interest in
Georgia today. An innovative small business for Georgia’s economy shall be defined or the
definition of EU shall be recognized. It is necessary for the state to encourage innovative
products manufactured in small enterprises.

Today, in order to strengthen the relationship between science, education and business
(private sector) in Georgia the coordination center of these organizations (Science, Education
and Business Coordination Center) should be established. The aim of the organizations will be
to establish links between science, education and private sector. This will form the foundation
of the formation of national innovation system. The latter should support the innovative
potential of the country, import innovation in technologies.

Micro-business is not defined by the methodology for calculating the main indicators of
business statistics developed in Georgia in 2017. We think that amendments should be made to
the tax code on the formation of the micro business status. Its parameters will be defined by the
average annual income of 500,000 GEL, the number of employees up to 5 persons.

A coordinating organization (Small Business Administration (Mb)) and Small Business
Development Unified National Fund should be created in the country to support small business
development. They should ensure the emergence of existing problems in small business
development and the problem of small business in the field of access to finances

Today, it is necessary to regulate small business development. The law (or the package of
laws) should be adopted on the development of small business that will regulate all legal issues
related to it.
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Lina Datunashvili
Doctor of Economics
MEASURES TO DEVELOP SOME CULTURES AND FIELDS OF PLANT-
GROWING IN GEORGIA

Summary
The article studies and analyzes real situation of some cultures of plant growing in Georgian
agriculture: cereals (wheat, maize) and tech crops (sunflower, tobacco), potato, and fruit
growing: - seedlings (apples, pears), kernel and nuts (hazel nuts, nuts and the factors that
affect them). The focus is on the ways and measures proposed in the direction of further
development of these cultures the consideration and practical realization of which will
significantly increase in Georgia the production of planted products discussed in the article.
Keywords: agriculture, cereals, wheat, maize, tech crops, sunflower, tobacco, potato, kernel,
nut fruit.

Introduction

Agriculture in Georgia is a priority sector of the country's national economy, as it
provides the country's population demand for food and the industry - for raw materials. For
known reasons (military, economic and social processes) the field has not yet come out of the
crisis. In addition, there are a number of factors affecting the present state of agriculture: farms
are crushed and natural. There is a lack of agricultural equipment and a high price of fuel-
lubricant materials, which significantly contributes to the low level of use of existing
techniques. In such conditions, the role of manual labor in rural areas is high, and the financial
opportunities of farmers are limited. Due to the above: food production and consumption in the
country, country's food independence, quality of food supply and import conditions, as well as
food quality and their ecological safety are low.

Because the main parameters of agriculture development in Georgia are low and
characterized by decreasing trends in years, we may note that food sector in Georgia can not
provide products that meet the requirements of physiological norms of population.

®,
0‘0

From the main fields of national farming agriculture has a special role and place. Despite
the sustainability of the industry, it has not yet come out of crisis since the last 15 years.
Evidence is the fact that in 2002-2016 the number of cultures received from these areas
decreased from 577 thousand ha to 240 thousand hectares of agricultural crops, which we
believe is the result, together with other reasons, of the destruction of public farms and hasty
agrarian reform, owing to which in Georgia small peasant farms have been formed which are
focused by their natural character on personal consumption and do not provide opportunity for
development of industrial production. In order to mitigate the problem it is necessary:

_ To concentrate fragmented areas as a result of land privatization by creating
cooperatives, partnerships, joint stock companies and other forms, where the latest technology
will be used effectively, which we believe will significantly reduce a high proportion of
manual labor and the natural form of agricultural production will be gradually changed by
commudity production;

- To support the development of cooperatives, partnerships, joint stock companies and
other forms of agriculture which should be recognized as strategic direction of agro-policy of
the Government of Georgia;
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- Land as the main means of development of agriculture is crucial for further advance of
agriculture in the country. Currently, the agricultural land area is characterized by a decrease
for various reasons. In addition to the use of agricultural land for a number of needs, such as
roads and bridges, construction of various buildings, gas and oil pipelines, and other remaining
agricultural land resources has currently an acute nature;

- A large part of the land is degraded, erosive, dehydrated and deserted. In order to solve
this problem it is necessary to reconstruct the existing irrigable lands and dry landed areas.

- Implementing timely agrotechnic activities;

- Restoration of the system of croprotation as far as possible;

- Use of organic and mineral fertilizers at dosages and timelines;

In spite of the decrease in production of agricultural output in the country, after the
production of actually produced products is required:

- The existence and functioning of the production facilities, packaging, industrial
processing enterprises and the activity of highly organized distribution services.

In the area of grain and cereal-leguminous crops, one-year crops decreased from 386.4
thousand hectares to 180,0 thousand hectares, i.e. 206.4 thousand hectares in 2000-2013.

Wheat and corn culture has one of the leading roles in the regions of Georgia among grain
and cereal-leguminous cultures.

During the last 15 years wheat harvest was the highest by regions in 2001 and 2003 when
306,5 and 225,4 thousand tons of wheat were produced in Georgia, owing to the increase of
average wheat output by 2.7 t / ha and 1,9 t accordingly. However, it should be noted here that
in the years of high harvest of wheat it was difficult to realize it, partially by high self cost of
wheat produced and its high price, which was higher than the price of imported wheat and
flour and high quality wheat produced in the country in large parts has been used as a fodder.
These and other factors caused frustration of wheat producing farmers to some extent, and in
later years they had been influencing wheat production decrease.

Like in the whole world, in Georgia, too, there is a great need for wheat and maize as the
food and forage culture. It should be noted that in the last 20 years the price of one kilogram of
corn flour in Thilisi markets does not exceed 70-90 tetri. In the spring of 2007, one kilogram of
maize flour was 1,50 lari and from 2012 till now the price is two lari. Increasing prices on
maize flour, we believe was conditioned by the increasing demand on it and the inflationary
process as well.

In recent years, developed countries widely use grain cultures to mitigate the acute energy
problem in order to gain energy-efficient ethanol, which is used instead of gasoline in internal
engines. In recent years, there has been a significant rise in the price of wheat and maize,
mainly by the increase of consumption of grains by some of the Asian populations and the use
of these products in large quantities for energy purposes. The use of these crops for energy
purposes (fuel consumption) will be increased in the future, which will significantly facilitate
the price increase for these cultures. Increasing the prices on grain crops will result in the
advancement of prices for breeding products.

In 2001-2003, a high harvest of grain crops in Georgia suggests the existence of large
reserves in the production of these cultures, which should be effectively used by grain-
producing farmers, as grain production is regarded as the basis for the development of food
security and other sectors of economy for all countries of the world. Therefore, we should
increase cereal cultivation in Georgia in order to satisfy the needs of the population of the
country on the above mentioned food. Along with the increasing grain production, farmers
should have solid guarantees for realizing the product, and we believe the introduction of
contracting system will be helpful.

Over the years among tech crops in Georgia the production of essential oils, sunflowers,
tobacco and others have been popularized.
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Because the demand on sunflower seed produced in the country was low and its
realization was breached, its production was reduced. The picture has changed recently.
Increased prices on food products, including imported oil, will help boost local production:

- In order to press sunflower oil in Kakheti region, small enterprises, equipped with new
technologies, should be built. The businessmen should be interested in this issue, as the
sunflower seed produced in the country and the oil made from it is ecologically much cleaner
than those products from other countries.

For many years, high quality tobacco is brought in Georgia, whose crops are mainly
located in the highlands of Adjara in Keda, Shuakhevi and Khulo; Kvemo Kartli - Marneuli;
Kakheti region - Lagodekhi districts.

Tobacco-growing is a high-income sector, so the interest of tobacco producers in the
country is great for the development of the field. Tobacco produced in Georgia is distinguished
by the best aroma, abundant harvest, high quality and low content of nicotine. Subsequent
development of tobacco growing depends on the businessmen interested in this sector and their
investment in the field.

Potato production is on one of the most honorable places in the world after wheat
production. It is a product of strategic importance that is due to its high nutritional value and
versatility.

For the sake of further development of potato growing, we consider it necessary to
provide the population of the regions with high-profile varieties of this culture to improve
potato production:

- For this purpose it is necessary to develop specialized seed and nursery farms.

- It is also necessary to create service centers that will purchase agricultural products on
the site at the acceptable price of farmers, and they will be given the opportunity to pay them
both in terms of material expenses and time-saving. In order to avoid the losses caused by the
storage of potatoes, their transporting costs and their sustainability in the warehouse, we think -
it is rational and appropriate to build, workshops equipped with new technique on the areas of
this culture to produce starch and other products from potatoes.

In order to improve the situation in agriculture and further development of the field, the
attention should be paid to the improvement of sectoral structure. In the near future, the share
of the cultures and the fields that will maximize the demand of the country's population for
food must be increased. At this stage, the growth of grain cultures should be of particular
interest at all levels, as there are all conditions and opportunities for further development of this
sector in Georgia. It is also added that in recent years the demand for grain has grown in the
world and accordingly the price, too. This process is irreversible for various reasons.
Therefore, by increasing the local production of grain crops, we must achieve the satisfaction
of population demand for this type of food at a certain degree.

- At the modern stage of market economy the role of state must be defined in differencial
appronch to agricultural sectors, which will be expressed in the concentration, formation and
practical realization of measures and priorities from the state.

Due to the natural conditions, harvesting has been the most developed field in centuries in
Georgia. The country with rich traditions of farming has since become an united garden of fruit
trees, which in due course deserved admiration and appreciation of foreign travelers.
The massive cultivation of the first industrial gardens in Georgia began in the 30s of the last
century.

The field of horticulture, viticulture and winemaking was founded in Georgia in the
direction of this sector, in which the Scra, Telavi and Kareli experimental stations were
established. Together with solving a number of problems, these institutions have been actively
involved in identifying local perspective varieties of fruit trees, tests of foreign varieties and
new varieties. Together with the above organizations, the Research Institute of Botany of the
Academy of Sciences and Chair of the harvesting of the Institute of Agriculture of Georgia
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served the field. The Georgian breeders have grown high-quality apple varieties: Goruli Sinapi,
Exhibition Iveria, Georgia's Pioneer; Pear Aisi, Scra Melted; Peach - Nobati, Goruli Early,
Eristavi Pink, Pioneer and others. For the early 70s, 25 nursery farms were planted in Georgia,
where about 4,5-5 million saplings were produced annually. In the fruit structure the
share of the root of the seed fruit (apple, pear) is high. The native seed variety is characterized
by stamina, transportability and storage.

For the development of the industrial varieties of fruit seedlings, there are a number of
conditions required to meet: prior to growing; Have the ability to adapt to environmental
conditions; Be distinguished with abundant and high quality crops; It should not be a year;
Must have a high commodity output; Ability to fight against diseases and pests; Must Provide
the normal size and color of the fruit and the tree crown must give its well-being.The
protection of these conditions ensures high profitability of the industrial garden, high levels of
labor productivity and low cost of production.

Due to the natural conditions, seed fruit (peach, plum, cherry, sweet cherry,wild plum)
is common in almost all regions of the country. In recent years production of fruit (except
peach) in Georgia decreases.Nut fruits are more or less spread in almost all regions of Georgia.
Unlike other types of fruit, the nut fruit production in the country grew significantly in 2000-
2016.last period hazel-nut has taken special significance as an export culture, mainly located
in Guria, Imereti, Samegrelo and Zemo Svaneti and other regions. This process is visible in
every nut producing region.

The natural conditions of Georgia create the possibility for fruit to be more or less
common in almost every region of the country.We consider it appropriate for development of
the harvest:- In areas of harvesting, the area of the fruit tree, must be mostly less, labor-
intensive, with high-productive semi-dwarf plants the density of which must not exceed 320
trees per hectare. This kind of garden is in 4-5 years of operation. In terms of economy,
cultivation of these gardens is expensive, because they require great attention to both-drip
irrigation and permanent care in the direction with regard of timely agro-techniques. In spite of
this, the kind of low-sized gardens of the kind should be given priority with respect to rapid
recovery of harvesting.

- During the formation of fruit gardens, it is of great significance to cross the trees and
give them less palatable palm-shaped form. In developed countries, special attention is paid to
the process of formation of trees in such form. With masterly shaping, gardeners are more
easily able to adjust the buds on the branches, regulate the size and shape of the buds.

- The service of rural farmers should be replaced in accordance with transition period to
market economy. It is desirable to form consulting services by highly qualified staff that will
introduce the latest achievements of scientists in this field together with various services to
gardeners.

- The development of the sector should be conducted as a priority in the field of extensive
and intensive basis of the fruit-growing area. One of the most important ways to increase
intensification in breeding is to use optimal doses of organic and mineral fertilizers in the area
of fruit, which will further enhance fruit yield and improve its qualitative indicator.

- It is necessary to provide farms with high quality standard staples. The work should be
mainly directed to the selection of improved varieties of the rootstock resistent to various types
of viruses and fruit diseases.

In the cultivation of fruit gardens, the preference should be given to the varieties of fruit
trees that are rich in pre-harvest and have a rich and regular harvest and their fruits are high in
dignity and are rich in aromatic and attractive color.

_In fruit growing, fruit production, fruit sorting, packing and storage repositories, as
well as transportation to resolve the issue in the past, we consider it expedient a gardener by
the widespread practice has posibility to estabilish cooperatives and condominiums on the
basis of which he can own a small fruit processing plats.
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Together with classical fruit-growing countries (Hungary, Moldova, Poland, etc.),
Georgia should also take its place in the direction of producing fruit juices, concentrates, fruit
puree, jams and other high quality products.

- We believe that it is necessary to connect scientific institutions employed in this field to
scientific research centers of classical fruit-growing countries, for sharing and exchange of
new scientific achievements in this field, which will facilitate further development of the
harvest.

- In the nearest future industrial production and processing industry should be placed on
the market economy of its infrastructure, which will facilitate attracting favorable investments,
introduction of scientific achievements and the special love of Georgian mentor towards this
traditional sector.
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93 95300L @mbolidogdgdols dobsbos ggbhy@mymmo 3md3sb0gdols godmm Jganols
mOa560bgds. 53 dobbom ImogMmdsd gddbs Losgdgeodm @oliggdol Jgxslgdols
L3gosm o badmgo@obym Losagb@m. 860dgbganmgabo ogm sadgmgg 1997 Fanols
domgdagmo  “L3gaosgy@o oo  ggbhydgamo  3s30@s@mol  gobgoms®gdolbomgols”.
LodbGgm jmdgodo oMmgaolB®omgdygemos 13 soslo ggbhygdgeo jmddsbos (2005
Yaooli dmbszgdgdo), Gmdgemmogsh 72%  ULogddosbmds  ©sgogdodgdygmos  shogro
Badbm@mmaogdol  @obgMygolmsb, 13% — g9bhy@gm  godoGommsb s 15% -
3936090 9e-39db0g9® 539 dog9090msb. ggbhy@yamo 3m83sbogdols wowo bsfoao
(65%) 39 domdl Fomdmgdsdo, 27% — dmdLoby@gdols s 0bgm@dszools Lygdhmdo
s dbm@me 0,2% — Lmgeol dgyebgmdsdo [16].

©5lggbs

sbabMmygenls, dgsmgdols Lobom, dgodagds gmdgom, Gmd Jgg960l obmgso-
9O0 oMo Jdbgdols Mgomobozools dgogys, Lodbmgm jmegs goHm-ghmo dbme-
o o Ho gobos dmgmo @ogo Jomom@glbmammaoyg@o oligmo 3Gmeydiool
Vod8mgoom, @mym@ogss Losgdmdmdogm s 29dmddgbgdamds, g g]@®mbojols
s Logmagszbmg®gdem  Fgbogol Fomdmgds, gm@selbsdlbdgamm  {omdmgds ©o
Lbgo. “LodbGgmgm@ggeo bolfogemo” 30 obgmo RoJdm@gdol ghmmdgmomdsd ao-
bo30MMds, GOm0

e Lobgmdfogml gobdlsbrmgmgmo o 989]@9®0 oo Ggummdgdol gob-
boGEogagdsdo, aobbsggm@gdomn obmgsgoyg®o LolRgdol dgfdbsls s hodmys-
@0d9g65do, AmIgaroi s dbmmme SOy gdls gol hodbmgdols Godmyemgddo
Fom3mJdboan gAHm0ghmmdgdl, s@odgo mgommb Fo@dmowagbl dols ¢dysenm dm-
boFogogls;

o oo  0sbsddOMmIgmds  Lobgemdfogml, dobbglls s Ubsdgibogdm
FAg90l dmmol;

e fgdmangdols db0Tgbgemgobo Gmeno gol dgfdbslis o hodmysarodgdsdo,
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147



“006m30l50”, “Ekonomisti” Ni1, 2018

JobobAgds xgO-XgOMd0m o0 olBYMEgds, Moysboi ammdsmygmo obmgso-
9M0 0bgJlols (3oo) dobgogom — 2016 (gl gmegol @gldydenogsd oboglol
dshggbgdgaro Fobs Farols 80dodm osHo g aoogedghs, os®sdgo  gododxmdgls
30093, my 2015 Fgeol  dbmgeomdo 39-14 s Ggyombdo (bsdbdgm-s@dmlsgagom
>bos @ mygobos) — dglody saombg ogm, 2016 §gaols dglsdsdobow dg-11 s -
2 spaombg assobogms.

LOgaose 5dgoms Fomdo@gdgdol domygbgosgsw, gmégol @gldygdenogols
0bmgozog® Lol gdol bogmmgebgdgdoi sbolosmgdl, @mdganoi godmbs@ygaros
0dom, GMJ:

e ULybdos gogdodo Laobgedfoxm ggamggom oblGodydgol (Lgo)-bs s bsb-

Fogemm ©oFgligdomgdgdl dmcol;

o a5bgomodgdol Ygoomgdom @odogr mbybgs domsm@dgdbmenmaoyg®o do-

09 ©> badygsmm dgfs®ddgmds;

o M930mb950l 3obgomo@mgds sBoMmobsdoMoy;

o 3ybrsdghdydo 33gmgge dgoMgdom sdsm wmbgbgs;

e 930058 g9bos Losbanggbol 0d3mOFDg ©oxgydbgdygemo obmgszoygdo sj@ogm-
b0l odfgg0 dmpgao. 0dols aodEs 3m@agol obmgsgoyg®o Lob@gds ©s doaos-
bo g3mbmdogs dgodengds dggxobeml oligon Lodbgmrggdl, Gmgmaoiss:

o Jmdomdol odsgmo mby o gHols 69 gds;

o Jbmgmom dobodby 9igmgbo  Bgdbmenmyogdols dJmbg  jmbzy@mgbGgdols

3odmbgbos;

° 30 9dgdo by gymmols Jofmwgdsdo.

353099690700 @0BgHSGYMS

L 6. 5@ygsdy, b. d0domsdgogmo, 3mMgol Mgldydmogzol 0bmgsEoy®o dmearo-
B0go. 0. xogobodgoemols Lobgemmdbol 3. aa9dgomol  93mbm8ogols obl@o-
BIA0L  osdligdol obsedo dodwgbogno  Lsg@msdm@olem  Lodgibogdm-
300JBognmo 3mbgg@gbiools dobsmgdols 3@gdgmo: “0bmgsioy®o gzmbmdo-
3> ©5 dobo gm@do®gdol 3Omdegdgdo 3mbE3mdgboldyd J3gy6gddo”. mdo-
@olo, 2016.

2. I'mo6anbHbli MHHOBaIMOHHBIA MHIAEKC 2015 T.: B pedituHrax muaupyroot llBeinapus,
Coenunennoe Koponesctso, [lIsenns, Hunepnanasr u CLIA.
http://www.wipo.int/pressroom/ru/articles/2015/article_0010.html

3. Kopeiickoe ayno — ypoxku st Poccun.
http://www.contrtv.ru/print/2641/

4, MopexonoB M. A. IOxnas Kopes: cekpersl ycriexa // Asust u Appuka cerogus. Ne 1,
2012, ctp. 18.

5. I'om6oeB A. b. lHHOBanoHHas noiautuka pecnyoirku Kopes: ucropudeckast 1 Teppu-
TopuanbHas cnenuduka (1966-2009).
http://cyberleninka.ru/article/n/innovatsionnaya-politika-respubliki-koreya-
istoricheskaya-i-territorialnaya-spetsifika-1966-2009-gg

6. Konnna H. IO. PectpykTypupoBaHme IesTEIBHOCTH (HUHAHCOBO-TIPOMBIIIICHHBIX

rpynn  FOxuo#t Kopem B ycnmoBusax kpusuca. IIpobimembl Teopum W TPaKTHKH
yopasienus. - 1999. - Ne 3. - C. 31-37.

7. Cenesnes II. C. IHHOBalMOHHAS MOJUTHKA COBPEMEHHOI'O IOCYJapcTBa: CTpaTeTuy,
Mojeny, npakTuka. Mocksa, 2014.

148


http://www.wipo.int/pressroom/ru/articles/2015/article_0010.html
http://cyberleninka.ru/article/n/innovatsionnaya-politika-respubliki-koreya-istoricheskaya-i-territorialnaya-spetsifika-1966-2009-gg
http://cyberleninka.ru/article/n/innovatsionnaya-politika-respubliki-koreya-istoricheskaya-i-territorialnaya-spetsifika-1966-2009-gg

“9b30bBo”, “Ekonomisti” Nel, 2018

http://library.fa.ru/files/Seleznev.pdf

8. Aéaypacyaosa JI. IIpomeinenHas nonutuka FOxHoit Kopen. Dxonomuct. — 2009. —
Ne O1.

9. http:www.minpred.ru/contet/pya/pya 2012/pya/pya 2012-2011/m.98.

10.  Cho Chung-un Korea Unveils Four-River Master Plan // The Korea Herald, 2009, April
28.

11. Koaorbina E. A. OcoGEHHOCTH CTAHOBJCHHWS WHHOBALIMOHHON cHCTeMbl PecnyOnuku
Kopes.
https://cyberleninka.ru/article/n/osobennosti-stanovleniya-innovatsionnoy-sistemy-
respubliki-koreya

12. OECD Reviews of Innovation Policy: Korea (2009).

13.  http://smba.go.kr/eng/smes/statistics_01.do?mc=usr0001148

14. CaxapueBa A. C., HanmonanpHas wnHHOBaumoHHas cucrema HOxuoii Kopewn: co
ckameliku 3amacHsIX B ¢opsapasl. Kaznu Bulletin. Economics series, Ne6 (100), 2013.

15. PsasanoBa A. H., [lomuruka pecryonmku Kopes B popMupoBaHNE MHHOBAIIHOHHOM
sKoHOMHKH, http://journals.tsu.ru/uploads/import/852/files/339-078.pdf

16. Ilo manHBIM AZMUHHUCTpANXU MaJoro U cpenHero omHeca FOK Ha 2005 rog.
http://www.kfsb.or.kr/english

17. T'moGampHBI WHHOBAMOHHBIA WHACKC 2016 r.: B peiftuarax yumupyrot LlBetinapus,
[MBenus, Coenunennoe Koponescto, @unisanaus, Cunramyp.

Nanuli Arevadze
Doctor of Economics
Nana Bibilashvili
Doctor of Economics

INNOVATION SYSTEM PECULIARITIES OF THE REPUBLIC OF KOREA
Expanded Summary

The article deals with the peculiarities of the creation and formation of the innovation
system of the Republic of Korea and its development stages of 1962-2016. The success that the
country has achieved in just a few decades and is known by the name of the "Miracle of Korea"
is the immediate result of the innovative system functioning in the country, the history of
creation and development of with is very interesting and completely different from other
economically developed countries. This difference gives the ability to clearly see how much
progress can be achieved, when the state, business and science are closely cooperating and
trying to duplicate the efforts of formation of the national innovation system and the the
successful development even in the unfavorable starting conditions (scarce resource potential,
the hardest competition, technological backwardnees). Until the 60s of the last century, the
country was in the ranks of states with agrarian economies, the GDP per capita was $103, the
share of industry share in GDP was 15% and the volume of goods import exceeded 7 times.

The gradual transformation of the economy into an innovative basis started in the 60s of
XX century. In spite of the loyalty to capitalism and free market, the course has been
undertaken to create large monopolies under their own patronage, as they were likely to have
an opportunity to make an innovative leap and as the country would be developed in a sharply
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expressed planned economy. The state has created a solid foundation for the innovative
breakthrough in the conditions seven-year plan and strict control of its implementation.

Cheboles strong attitudes towards the state monopoly of financing led to total corruption
that was expressed by the strongest crisis (1997-1998), from which the country managed to
come out by tightening state regulation, owing to loans from the US, various reforms and
measures.

Since 1999, within the bounds of policy of overcoming the crisis results, a wide-ranging
program of structural transformations, which was originally a local project, was oriented not
just as much as on transition to new technologies, as on obtaining new resources and their use
connected with the stabilization of national economy and stable increase of the local economy
the specializing some sectors of industry in the country's major cities. Then it joined nine
additional participants and the project was named "4 + 9",

On the basis of the formulated tasks of economic reform, the leadership of the country
has identified a new industrial development strategy and its realization has been implemented
in several stages.

The Innovative Strategy of the Republic of Korea, in the condition of the lack of its
own technological capability, was originally based on the technology of foreign sources and its
dissemination within the country, simultaneously developing its own innovative potential
through effective use, utilization and perfection of imported technologies.

The peculiarity of its innovative strategy was that the country does not only try attract
foreign direct investment (FDI), but contradicted it as the population's attitude towards
transnational companies TNC was negative. Therefore, it has not had a significant effect on the
development of the country's economy due to its small share in foreign investments (4%). It is
noteworthy that foreign investments in the country were mainly credited, while technologies
were predominantly non-formal.

Creation of own scientific-technological potential. The country achieved the
required level of education in 2003, when the general literacy of the population rose to 98%
and was on the third place in the world after Canada and the US.

With the development of its own base of scientific research and technology, the Ministry
of Science and Technology of Korea, Institute of Science and Technology and 20 scientific
institutes supported by government. In 1974, the construction of the scientific town Deuduk
was begun, which is currently composed of many state and private scientific institutions. In
2007 total investment in science and technology development was 38.6 billion US dollars,
which was 3.77% of GDP.

The Basic Plans for Development of Science and Technology (2003-2007, 2008-2012
and 2013-2017) were formulated by the law adopted in 2001. These plans were divided into
three stages and focused on specific goals, towards the quality of technology, quality of life
and environment, as well as on solving tasks related to information and biotechnology.

The global economic crisis of 2008-2010 has substantially impeded the country's
innovative and economic development. Despite this, he managed to overcome the results of the
crisis and managed to create 200,000 new jobs in 2009 through the development of 4 major
water resources and reconstruction programs in the country.

Conclusion. In conclusion, we can say that as a result of the realization of the country's
innovative transformations, South Korea became one of the world's leaders by producing a
number of high-tech products such as automobile and shipbuilding, electronics and household
appliances, steal processing etc. The "miracle of the South Korea" was conditioned by a
combination of factors such as:

* The state's defining and effective role in the implementation of reforms, especially in
the creation and development of an innovative system that not only regulates the relations
arising within the frames of the, but it itself is its direct participant;

+ Close cooperation between state, business and scientific circles;
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* The important role of mascots in the creation and formulation of, as jast they do the
new technology and commercialization;

* Public education, cheap and qualified workers;

» Created Institutional basis;

* Liberal patent legislation;

+ Adoption of foreign advanced technologies;

» Large expenditures on science and education as a whole and in particular, scientific-
research and experimental works (R&D);

* Favorable international climate for business activity.

It should be noted that despite the great success of some scholars, consider (D.
Rodriguez, Professor of Economics at Harvard University) South Korea has almost achieved
its "development ceiling™ and new successes are no longer expected. However, this opinion is
not yet confirmed, according to the Global Innovative Index (GlII) - in the Republic of Korea in
2016 this indicator was not deteriorated in comparison with the previous year, but was
improved. If in 2015 it was in the 14th and in the region in the third place in the world (Asia
and Oceania) - in 2016 moved in the 11th and 2nd places respectively. However, the Republic
of Korea is likely to have problems with such issues as:

* Low levels of birth and population aging;

* The appearance of competitors with better technologies in the world market;

* Problems in supply of raw materials.
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COMPARATIVE ANALYSIS OF DEVELOPMENT OF GEORGIAN FINANCIAL
MARKETS

Summary

Existance of healthy financial markets is the important prerequisite for economice
development of any country. It should be noted that the financial market consists of two very
important segments, these are: Commercial banking sector and capital markets. These two
segments are natural competitors. In Georgia commercial banking sector development is at a
high level, but the capital market is still facing significant challenges, because, the stock
market is monopolized by commercial banking sector.
Key words: financial markets, capital markets, commercial banking

Introduction

Over the past decade the state economic policy makes focus on creating strong
foundations for shaping open and free market economy. This policy promulgates guaranteed
protection of private property. [strategy 2020. 2013]. At the same time, valuable and efficient
operation of market economy, based on private property principles, may be ensured through a
constant supply of financial resources. This process is driven by financial markets. A financial
market is a special mechanism for organizing a circulation of financial resources in economy
[Toree, Schemukler, 2007]. It functions in the form of a debt capital market and securities
market. Put it otherwise, this is a mechanism for capital distribution between creditors and
borrowers, through mediators, based on capital demand and supply. In practice, it represents a
combination of crediting organizations (finance-credit institutions), which direct money flows
from owners to borrowers and conversely. Key mission of this market consists in transforming
free money resources into loan capital.

By extension, the financial market with multi-component platform enables a
businessman to favorably invest free money resources, on the one hand, and to draw the
required capital with the best conditions, on the other hand, if he/she does not possess free
money resources. Finally, this factor makes advantageous effect on economic development of
the country.

The financial market can be structured in several dimensions: Equty and debt markets,
primary and secondary markets, stock-exchange and OTC markets, money market, capital
market and currency market [Bekaert, Harvey, 2000: 565-613].

Of the mentioned components, the developed countries have primary and secondary
markets, stock-exchange and OTC markets. And primary and secondary markets are of crucial
importance for normal functioning of modern market economy [Bakhtadze, 2011: 9].

In Georgia, the financial market segments may be associated with the bank loans
market, on the one hand, and securities market, on the other hand, that comprises both
corporate securities markets and government's T-bills market [Alen, Gale, 1997: 523-46].
Insurance industry and such segments as currency market, retirement funds (which are in
incipience condition as part of government's mandatory pension reform), leasing companies,
pawn shops and microfinance organizations hold a small ratio on Georgian financial market.
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It should be noted that the latter entities segment holds so unimportant ratio on the
financial market that they are not considered as competitors of the banking sector, on the one
hand, and their role in financing the economy is very insignificant, on the other hand.

Banking sector and securities market industry

There are two key sources of financing economy and business in the developed
countries: the banking sector and capital markets [Levine, Zervos, 1996: 329-39]. In Georgia,
over the past decades, both sectors have passed certain phases of development, but we cannot
say this period turned out successful for both segments. Today, Georgia's banking sector is a
leader in the South Caucasus. Shares of Bank of Georgia and TBC Bank, Georgia's two leading
commercial banks, are traded in the premium listing of London Stock Exchange (LSE). This is
a genuinely great success that persuades investors of all levels in the world Georgia has steady
and stable banking sector. We cannot say the same in relation to Georgia's securities market,
which remains nonfunctional, in practice. It does not represent an efficient platform for
investors and its financial indicators were not improved over the past 10 years.

Below we will introduce a comparative analysis of development of the mentioned two
sectors, together with detailed analysis of each of them:

Banking Sector

After the 1990s collapse in Georgia, the banking sector emerges an only segment on
Georgia's financial market that reached significant level of development due to various
subjective and objective reasons and strengthened its market positions in the course of time.

Currently, sixteen commercial banks operate in Georgia, while in 1995 there were 102
commercial banks in the country. Modern technological progress, which has made positive
effect on quality and promptness of Georgian banking services, as well as improved legislative
regulations, have reduced the number of commercial banks. At the same time, the existing
commercial banks have considerably increased and multiplied the number of service centers
and branches.

In parallel, financial indicators of the banking sector have considerably improved. As
a result, today, the ratio of assets of commercial banks in Georgia's finance sector accounts for
90% (evaluation of Georgian economy 2015 — Frankfurt School of Finance and Management).
It should be also noted that despite 16 commercial banks, the market competition is weak,
because 70% of the banking market is controlled by two major commercial banks. Therefore, it
will not be exaggerated to say that the banking market is oligopolistic.

Despite the banking sector holds a dominating position in Georgian economy, it does
not participate in economic growth because of multiple circumstances. In this respect, first of
all, we should mention profitability index of the Georgian banking sector. Namely, if we
compare net profit indicator of commercial banks with gross domestic product (GDP) of the
country, that makes up 2.2%, and if we draw parallels with analogical indicators of such
countries as Australia (2.9%), China (2.8%), Sweden (2.6%), Canada (2.3%), Netherlands
(1.9%), Spain (1.8%), France (1.7%), Japan (1.4%), the USA (1.4%), Great Britain (0.9%)
[WB, 2016]. Georgian banking sector, as compared to banking sectors of the developed
countries, is one of the most profitable one, however, it is also worth noting that in the same
countries, correlation of bank loans to GDP is very high, for example in China — 156%,
Australia (142%), Great Britain (134%), Sweden (128%) and Georgia (53,1%). These figures
show that in much more bigger and developed economies the banking sector's contribution to
crediting economy is high, while net profits in relation to GDP are low. The situation is
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different in Georgia; loans' correlation to GDP is one of the lowest indicators — 53,1%, while
net profits correlation to GDP is one of the highest ones in the world — 2,2%.

Analysis of structure of interest earnings of commercial banks also gives important
information. In 2006-2016 incomes of commercial banks from legal entities was constantly
declining. This indicator constituted 64% in total interest earnings in 2006, but the figure
dropped to 40% in 2016. At the same time, revenues from consumer loans were constantly
growing. This indicator was 36% in total interest earnings in 2006 and the figure rose to 60%
in 2016. This dynamics shows that commercial banks make orientation on consumer loans
mainly. Commercial banks prioritize consumer loans and they do not create wealth in the
country. On the contrary, these categories of loans provoke an outflow of capital from the
country (For example: buying imported products with installment payment schemes). At the
same time, ratio of business loans declines year to year. This fact signifies that the banking
sector, almost the only source of financial resources, makes unimportant contribution to the
economic growth.

Chart 1

Net profit/loss of the banking sector
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M Net profit/loss of the banking...

Source: NBG.GE. Remark: The 2008-2009 years for the banking sector were detrimental

Naturally, when discussing the banking sector development issues, it is important to
analyze its key financial indicators, including total assets and net profits. Over the years, both
indicators have been growing constantly (excluding the 2008-2009 data after the 2008 August
war). Namely: net assets of commercial banks from 2008 to 2017 rose by 289% and made up
GEL 34.5 billion as of November 2017, while net profits rose by 456% in 2010-2017 period
and hit a record figure — GEL 869 798 000 ( Chart N1; Chart N2).

Chart 2
The dynamics of growth of banking sector assets
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Deposits growth indicators are also important and it is one of the key factors for the
banking sector development. The past 20 years have recorded considerable progress in this
respect. In 1997 deposits at all commercial banks constituted GEL 91 million, 2% in GDP,
while the figure hit 16 billion GEL in 2017, more than 50.2%. It should be also noted that
population prefers to make savings in USD, compared to the national currency. As a result,
deposits dollarization indicator is about 65%.

It should be also noted that the Government plays significant role in the banking
sector development. For example, commercial banks mainly pay the profits tax, while other
business pays excise tax, VAT and so on. Commercial banks' tax burden is at least twice lower,
compared to other economic actors. Commercial banks constantly receive financial injections
from the Government through a refinancing loan component of National Bank of Georgia
(NBG), on the one hand, and only commercial banks have access to T-bills, on the other hand.
Moreover, thanks to budget resources optimization reform over the past period, balances on the
state budget treasury are deposited on accounts of commercial banks. We should also
remember that Government of Georgia directed 850 million USD to the banking sector
rehabilitation, out of 4.55 billion USD allocated by Brussels International Conference of
Donors after the 2008 August war. In whole, the Georgian banking sector has a good
development platform for many years thanks to active support from Government of Georgia.

Capital Market Industry

Capital market development in Georgia commenced in 1998, when, with the support
of US leading experts, the country developed the securities regulatory law and, based on this
law, the Authorities also started developing securities market key infrastructure: stock
exchange, central depository, brokerage companies, registrars and the national securities
commission of Georgia, an independent regulator of the securities market.

This law laid a foundation for securities market development in Georgia. This
document comprises effective mechanisms for shaping a competitive environment, because
there were threats that, at a certain point of development, the banking sector would try to
engulf the competitor field (securities market) in its embryonic condition. Consequently, the
law separated these two fields based on several important aspects, namely: commercial banks
could not participate in the market (through only subsidiary brokerage companies); None of the
stock exchange owners was entitled to hold a more than 10% stake in the exchange, while all
commercial banks could not jointly hold more than 50% stake in the stock exchange;
Supervision over the securities market and its participants was carried out by independent
regulator —National securities commission of Georgia, which was a collegiate state regulatory
management body and, besides supervision, its mission was to foster development of this
industry.

Based on the law, as a result of separation of two competitor fields, the securities
market in Georgia was being developed up to 2007-2008, basic financial indicators were
growing, however, in the mentioned period an influential subjective factor emerged and the
banking sector's lobby familiar to the previous Authorities realized that dominating character
of commercial banks could be shaken. Therefore, they submitted a package of amendments to
the regulator that resulted in suspension of the stock exchange development, in practice.
According to these changes:

> Independent regulatory body was abolished and the securities
market regulation was transmitted to National Bank of Georgia (NBG), the regulator
of the banking sector, which is the competitor field to the securities market.

> Restrictions on the stock exchange ownership were abolished and
commercial banks were enabled to fully subdue infrastructure of competitor field;
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> Mandatory principle for making transactions on the stock exchange

(for securities admitted for trading to the stock exchange) was canceled. As a result,

95% of securities transactions migrated to OTC market — to the opaque non-

competitive, environment;

> Commercial banks were enabled to directly participate in securities
market operations;

The mentioned amendments shook investor's confidence seriously. As a result,
capitalization and turnover of the stock exchange shrank essentially. It may be said that the
banking sector's plans for subduing the stock exchange and then artificial obstruction of its
development was successfully fulfilled, since 5 brokerage companies of 6 ones operating on
the Georgian Stock Exchange are subsidiaries of commercial banks. At least 40 brokerage
companies operated.

Independent registrars were artificially ejected from the market, when the regulator
National Bank of Georgia raised the minimum authorized capital amount to 250 000 GEL, only
one independent, non-bank securities registrar remained on the market and at this stage,
founders of even this only registrar have lawsuits against one of the leading commercial banks,
since it was artificially pushed aside from the company founded by it.

As to the state regulation of the industry, as noted above, it is regulated by the
National Bank of Georgia, which, according to established practice, avoids taking decisions,
which could damage the banking sector's interests. In this case we have the clear conflict of
interests.

Consequently, when government officials talk about their priority for the capital
market development in Georgia and various mechanisms for its development, first of all, we
should remember that the current legislation comprises no legal grounds for shaping
competitive environment on the financial market. Therefore, all talks about significant
development of the securities market industry are unrealistic without abolishing
abovementioned amendments to the Law on Securities Market, since those were adopted under
the pretext of the field deregulation (while having very specific pro-banking goals, as noted
above).

Chart 3
Dynamics of the growth of the brokerage companies and the banking sector assets
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Chart N3 and Chart N4 presents a comparison of growth dynamics in assets and net
profits of the banking sector and brokerage companies in 2008-2017 (a brokerage company in
its nature is the same investment bank. Consequently, financial indicators of brokerage
companies, as an influential institution of the stock market, are compared to financial
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indicators of commercial banks). Both cases clearly show that net profits of commercial banks
and total assets are constantly growing, while in case of brokerage companies these indicators
have not changed in practice after 2008 and even year on year downturn are recorded
frequently.
Chart 4
Dynamics of net profit growth of banking sector and brokerage companies
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Conclusion

Financial markets in Georgia are not diversified, as the banking sector's ratio in the
whole financial market exceeds 90%. This factor impedes economic development, because the
comprehensive analysis shows that, despite dominating role of commercial banks, they does
not participate in economic growth, in practice, and they makes focus on issuing consumer
loans, but this instrument cannot produce economic wealth in the country, while, development
of its key competitor, capital market, directs money resources straightly from an investor to the
economy, via securities issued by companies or other bodies. Therefore, the capital market
drives economic development more effectively compared to the banking sector.

Over the past decades, the Georgian banking sector was developed successfully with
the active support of Government of Georgia; however, at the expense of absorption of other
sectors of the financial market, in particular, the commercial banking sector has thoroughly
monopolized the whole capital market infrastructure, thus blocking any attempts for
development of its main competitor.

Consequently, to ensure normal competition on the financial market, it is necessary to
improve the regulatory legislation, first of all, and clearly determine issues for separation of
competitor fields.
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