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SILK ROADS, TRADE AND TERRITORIAL EXPANSION:
KINGDOM OF GEORGIA IN 11™-14™ CENTURIES

EMIL AVDALIANI

Ph.D. in History, Professor of International Relations, European University, Georgia

Abstract. Regional or international trade has always played a central role in the history of Geor-
gia. Trade routes made it possible to establish close political, cultural and economic relations with
neighboring as well as distant countries. The kingdom of Georgia’s territorial expansion towards Arran,
Shirvan, and Armenia in the 11*"-13t" centuries was largely driven by economic and trade reasons, name-
ly the desire to control the regional trade routes which criss-crossed Dvin, Barda, Ganja, Thilisi, Ani,
Trebizond, Ahlat, Tabriz and many other major cities along Georgia’s southern borders.

The present article will also pay attention to the changes to the trade routes in the Caucasus region
caused by the Mongols and how their invasions changed the kingdom of Georgia’s position in the re-
gional commerce. By mid-13*" century new major trade corridors connecting Asia with the Middle East
and the Black Sea were geographically distanced from Georgia harming the latter’s geopolitical posi-

tion in the region.

KEYWORDS: SILK ROADS, KINGDOM OF GEORGIA, SOUTH CAUCASUS, TRADE, MONGOLS

INTRODUCTION

In the period from late 11*" to the Mongol inva-
sion in 1220s-1230s the kingdom of Georgia experi-
enced the golden age characterized by economic
ascendancy and southward territorial expansion.
The present article will discuss what caused the
rulers of the unified Kingdom of Georgia to carry
out territorial expansion to the south in the 11t"-13t
centuries. Despite a large body of literature on the
subject mostly in the Georgian historiography, the
issue has yet to be researched beyond obvious mil-
itary and political reasons Georgian monarch had
at the time. A few scholars, only briefly, have men-
tioned trade and trade routes as one of the reasons
for Georgian political expansion to the south.

J. Stepnadze, for example, noted that one of
the main foreign political goals of the Georgian

GLOBALIZATION AND BUSINESS #17, 2024

kings was to control the trade routes running
through the Armenian lands (Stepnadze, 1985:
50-57) [1]. V. Gabashvili shared this viewpoint, but
only confined himself to a few sentences when
discussing the subject (Gabashvili, 1967: 202) [2].
G. Japaridze too mentioned the importance of
trade routes in a similar context, arguing that
during the time of David IV the Builder, Geor-
gia aimed at accessing the key trade routes of
the region (Japaridze, 1995: 59) [3]. R. Kiknadze
mentioned the Georgian kings’ intention to ex-
ploit the trade routes located to the south. Sh.
Meskhia likewise drew attention to the economic
interests of Bagrationi kings when it came to the
annexation of Thilisi and the general need to an-
nex cities with a large population (Meskhia, 1972:
122-130) [4]. In Georgia, the legal position of mer-
chants (mainly during the rule of David 1V) was
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also given a due scholarly attention (Aleksidze,
1968: 141-170) [5].

Therefore, in the Georgian historiography,
mostly military and political aspects of the terri-
torial expansion of the kingdom of Georgia in the
10*-13™ centuries and its relations with neighbor-
ing nations are discussed (Asatiani, 1968: 7-54) [6].

As to the foreign historiography, the study of
hypothetical trade routes from Central Asia and
then passing through the Mtkvari (Kura) river oc-
cupies a special place in the study of trade routes
running through the Georgian territory, which,
however, extends beyond the period discussed in
this chapter.

As a result, there is a gap in the historiography
regarding the study of the unified kingdom of Geor-
gia’s trade and economic policies. Furthermore, to
date no single work has been written that would
review in its entirety the history of the silk roads
that ran through Georgia or along its borders from
late antiquity to the end of the Mongol period in
14* century. When discussing regional trade, con-
trol over caravan routes, and the importance of
obtaining military booty, modern historians have
often omitted essential details from Georgian and
foreign sources.

Below it will be argued that the reason for the
southward expansion of the kingdom of Georgia,
along with the military-strategic one, is purely
economic: access to important trade routes and
rich cities near the borders of Georgia, their con-
trol and exploitation. Furthermore, we have a few
hints in the sources that the Georgian kings had
a well-thought-out long-term foreign policy, as
evidenced by nearly two centuries of continuous
military expansion, by attempting to control the
roads passing through Arran, Shirvan, and Arme-
nia. We also have hints in the sources that the
Georgian kings had their sights set on far more
distant lands (northern Iran, city of Ahlat at the
lake of Van), which, as shown in the description,
was also due to the economic allure of these re-
gions.

It can be argued that since the end of the 10
century, the Georgian kings tried to expand the
newly unified state from the peripheral economic
position to the rich trade routes of Arran, Shirvan,
and Armenia. This can be seen in all of Georgia's
military campaigns to conquer distant cities such

12

as Dvin, Ahlat, Ani, Shirvan, and even parts of the
northern Iran.

GEOGRAPHIC CONTEXT

To better understand the kingdom of Georgia's
expansion, we should look at the geography of the
region which often served as a major motivator
behind territorial aggrandizement.

Georgia's southern border was the Mtkvari Riv-
er, which separated it from Arran, once controlled
by the Kurds. In the north, the border of Shirvan
was the eastern part of the Caucasus Range and
the Samuri River. Of these two borders, the north-
ern border was geographically more solid. The
Mtkvari River and the Mtkvari-Araxes confluence
could not provide a suitable geographical barri-
er to stop hostile attacks to the west and south.
Furthermore, Shirvan's territory was mostly plain,
which made it easy to attack and difficult to de-
fend (Minorsky, 1958: 84-85) [8].

Rivers were another important geographical
component. The territory of Shirvan consisted of
sixsmall and medium-sized rivers, which stretched
over the entire space of this side. By capturing the
river lines in the region, a way was opened to con-
trol the Shirvan area more effectively.

Due to the lack of a firm geographical barrier/
border with Arran, the Shirvan rulers were con-
stantly attempting to expand westward and south-
ward. Due to its strategic importance as a gateway
to the North Caucasus and as a major port city
for trade in the Caspian Sea, Derbent was another
natural area of expansion for the Shirvan rulers
(Istakhri, 1937: 3) [9]. Thus, Arran and Shirvan rep-
resented a single, indivisible geographical space.

When we look at a map of the South Caucasus,
we see that Thilisi is at the very northern end of
a geographical corridor that extends from Thilisi
itself and goes southeastwards along the Mtkvari
River to the modern Mughan plain, which borders
the Caspian Sea from the west. There is no signif-
icant geographical barrier that would impede the
movement of people and conquerors in this cor-
ridor from Thilisi to the southeast and vice versa.
As a result, it is not surprising that the corridor
along Mtkvari was used by foreign troops in major
military campaigns directed against Georgia.
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Therefore, it was natural for Georgian kings to
be highly interested in the events taking place in
Arran and Shirvan. This also resulted in the Bagra-
tionis’ permanent efforts to prevent the creation
of a single powerful state in the territory from the
Georgian lands to the Caspian Sea. We can also
assume that if it had not been for the geopolit-
ical cataclysms that occurred in the 13*" century
following the arrival of the Mongols, the Kingdom
of Georgia would have attempted to expand into
more territories toward Arran/Shirvan. In other
words, guarding/controlling the said corridor was
vitally important from a military point of view for
the Georgian leaders.

The territory of Shirvan was strategically im-
portant because it was also a kind of geographical
springboard for the invasion of the territories of
Georgia (i.e. eastern Georgia). This explains why
the Georgian kings conducted active defensive,
and sometimes preventive, military campaigns in
Shirvan. Mtkvari-Araxes areas were rich lands both
in terms of agriculture and regional trade. It is not
surprising that one of the main targets of Seljuks
and other nomads in the subsequent centuries
was to occupy the lands across Mtkvari-Araxes.
The fall of Shirvan into enemy hands usually un-
dermined the defense of Georgian territories and
increased the risk of territorial encroachment. Ac-
cordingly, active military intervention of the Geor-
gian kings in the south-eastern direction served
as a kind of long-term strategic goal.

This essentially meant that both the states
emerging on Iranian territory, as well as Georgia,
always strove to prevent the establishment of a
unified and powerful centralized state in Shirvan.
The simple geography of the region - the pre-
dominantly plain land of Shirvan, open on several
flanks — made it almost impossible for the rulers
of Shirvan to form a strong state.

The campaigns carried out by the Georgians
in the direction of Shirvan started soon after the
formation of the unified monarchy of Georgia. For
example, in 1067, Bagrat IV captured the fortress of
Daskarat al-Husayn in Shirvan. Moreover, it seems
that Bagrat was motivated by large-scale plans
because, for example, in Sadr ud-Din al-Husayni's
work, “Akhbar ud-Duvlat is-Seljuqiya”, capture of
Barda by Bagrat is also mentioned (Asatiani, 1968:
18-20) [10].
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In addition to the military-strategic impor-
tance of Arran-Shirvan for Georgia, trade and
economic reasons too should be considered. As
is often the case with trade routes, the geograph-
ic corridor functioned as a trade corridor. Arran
and Shirvan were precisely such regions famous
for vibrant economic activity, where many large
cities with large populations had grown. The cit-
ies of Arran and Shirvan were well connected by
a vast network of roads. Control of these roads
would provide the Georgian kings with significant
financial gain. Furthermore, as previously stated,
Arran and Shirvan are geographically contiguous
with northern Iran (Azerbaijan) in the south, which
meant that the cities of Arran and Shirvan were di-
rectly connected to the larger economic centers in
the Iranian highlands of Tabaristan and Khorasan
- Tabriz, Maragha, Ardabil, and so on.

Another important direction for the geogra-
phy of trade routes along Georgia's borders was
the southwest or the expansion toward Armenian
lands and Anatolia. Here, unlike the Arran/Shirvan
areas, the geography was more complex (due to
the mountainous terrain), which historically hin-
dered the movement of peoples and armies. Nev-
ertheless, throughout Georgia’s history this direc-
tion was one of the important corridors for attacks
on the country as well as an essential point for
economic activity due to its geographic proximity
to empires of the Middle East.

Roads led from Artanuji, Javakheti, to Ani in
the southwest, Trebizond in the west, Kars in the
south, Kalikala, Ahlat, and Lake Van. Sprawling
road network led from Lake Van to Syria, Pales-
tine, and Irag. Controlling the Trebizond-Ani-Kars-
Ahlat route, as in the case of Arran/Shirvan, would
have given the Georgian kings access to regionally
important highways as well as significant financial
gains.

Accordingly, there were two trade (and, at the
same time, military) routes along the borders of
Georgia, the importance of which was primarily
determined by the geography of the region.

It can be safely argued that the expansion of
Georgia in the south-eastern direction was a long-
term policy. The result of this policy was at least
partial dependence of Shirvan on Georgian mon-
archy from about 1123 when the western part was
directly under the influence of the Bagrationis
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and the eastern part of Shirvan was independent
(Stepnadze, 1990: 34-35) [11].

The non-payment of 40,000 dinars by the ruler
of Shirvan prompted Seljuk Sultan Muhammad's
campaign to Shirvan in 1123. It is possible that
the reason for this was Shirvan's dependence on
Georgia at that time. It seems that this depen-
dence on Georgia continued throughout the 12t
century (including during the reign of Demetre 1).

When considering the geographical context, it
is worth noting the role of rivers in the region. The
control of the rivers was significant from a com-
mercial point of view. Honey and other goods, for
example, were often imported into and exported
from Thilisi via the Mtkvari river (Istakhri, 1937: 4)
[12]. According to Ibn-Hawqal, Mtkvari, and Arax-
es were used for navigation and thus highly likely
for trade purposes. Interestingly, it is clear from
the historian's account that he was well aware of
which river was used for trading purposes. Not
every river, however, was used in that way. Ibn-
Hawqal used the river Sabidrud near Ardabil as an
example, claiming that it was not navigable due to
its small size. Istakhri mentioned that ships from
Barda reached the Caspian Sea by river.

Controlling the entire space of Mtkvari-Araxes
rivers must have been economically profitable. Nu-
merous undetailed and direct references to rivers
being used for regional trade can be found in Ar-
abic/Persian sources. Because they catch fish and
transport them to other cities (Zakaria Al-Kazvini,
1975: 39) [13]. The fish in the Araxes River was shur-
makh, which was not found elsewhere and was
transported to numerous locations. Araxes banks
were well-known for their pomegranates (Yakut,
1964: 59) [14]. Controlling Araxes and Mtkvari was
also important due to the proximity of many cities
on their borders. It is conceivable that the primary
focus of the region's economic activity should have
been on the territories that were already present at
the confluence of these two rivers.

Therefore, it should not be surprising that var-
ious political forces in the region were making
continued attempts to seize Mtkvari and a large
part of Araxes. By controlling these two regional
arteries, it was possible to control a large part of
the South Caucasus from a military point of view:
the transfer/shipping of troops, necessary items,
or food. The case of the Russians campaigning in
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Barda and Shirvan, for example, clearly demon-
strated that rivers were actively used for military
purposes. It was easy to enter Arran by controlling
the upper part of Mtkvari, as well as to enter
Shirvan by the Araxes River and vice versa. In oth-
er words, Georgia would not be completely safe if
a significant part of the Mtkvari and Araxes rivers
were in the hands of another power.

Due to these economic and military consid-
erations, one of the most important tasks of the
Georgian kings was to occupy as much of the Mtk-
vari and Araxes riverbanks as possible. Hence the
constant attempts of the Georgian kings in the
11113t centuries to go as far south as possible
and reach some kind of natural border. The mid-
dle of the Araxes River can be considered a border
because it separates Arran and Shirvan (the tradi-
tional space of Georgian interests) from Azerbai-
jan (Northern Iran).

Araxes could not fully fulfill the role of a pro-
tective barrier, but in ancient times and the Middle
Ages, such geographical barriers were purposeful-
ly chosen to draw a simple frontier zone and con-
struct rudimentary defensive barriers.

Surely it is difficult to imagine that before the
start of military campaigns, Georgian kings and
other high-ranking political leaders of the king-
dom explained the potential expansion of Georgia
in the southern direction in terms of the so-called
“grand strategy”. However, the geography of the
region (the direction of rivers, roads, mountains,
valleys, and ravines), as well as the economic
wealth there, directed the expansion of the uni-
fied kingdom of Georgia towards Arran, Shirvan,
and Armenia in the 11%-13% centuries.

REASONS FOR BAGRATIONI'S MILITARY
CAMPAIGNS

Apart from Thilisi, the trade potential of other
Georgian cities is only partially reflected in for-
eign sources. Georgian sources also provide us
with very little information on trade relations be-
tween Thilisi and the rest of Georgia. Moreover, it
is especially difficult to discuss Bagrationis' eco-
nomic policy or the role of trade in 10™"-13" Geor-
gian foreign policy. Naturally, these circumstances
pushed the Georgian historiography to focus at-
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tention mostly on the political and military pro-
cesses between Georgia and its neighbors in the
10t-13t centuries (wars, peace agreements, etc.).

As a result, the wars of the unified Kingdom
of Georgia for the cities of Armenia, Arran, and
Shirvan are perceived more as wars of self-de-
fense (with the signs of a front-line-defense strat-
egy).

Although the above geographical excursion, as
well as a detailed description of the trade routes
and rich cities on Georgia's borders, reveal that
the natural and logical directions of the expan-
sion of the unified Georgian monarchy were the
southwest, south, and southeast territories (Ar-
menia, Arran, and Shirvan), it would be incorrect
to deny a purely military component as causes
behind these wars.

That is why it is necessary to bring forward the
small amount of direct and indirect information
preserved in Georgian and foreign sources about
the attitude of the Georgian royal government to-
wards trade and what role it played in the foreign
policy of the Bagrationis.

Already during the reign of Giorgi |, first at-
tempts can be seen to spread influence in the
lands located to the south of Georgia. This poli-
cy is more clearly seen during the reign of Bagrat
IV when the king occupied the royal throne of the
Kvirikians - the city of Dmanisi and made sever-
al attempts to capture Thilisi. During the reign of
Bagrat, the first Georgian expedition to Barda was
carried out (1067-1068).

The Kingdom of Georgia expanded to the south
more extensively during the reign of David IV the
Builder (1089-1125). He annexed Kakheti-Hereti in
1103, and Samshvilde, Kaladzori, Lore, Rustavi, and
other nearby small towns in 1110-1118. David con-
quered Dariali pass and the surrounding fortress-
es in 1118.

In 1122, David took Thilisi, and in 1123 cam-
paigned twice in Shirvan reaching the city of
Shaburan in the following year. Around the same
time (before David died in 1125), Georgians should
have established control over Derbent. In 1124,
David captured the following fortresses of the Ar-
menian kingdom of Tashir-Dzoraketi: Gagni, Ter-
unakal, Kavazinn, Norbed, Manasgomn, Tavushi
Kaian, Kaitson, Lore, Tashir and Mahkanaberd. In
the same year, David took Dmanisi.
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David's military campaigns were a continu-
ation of the policy pursued by Bagrat IV, and in
turn, laid the foundation for a larger expansion of
the Kingdom of Georgia in the southward direc-
tion. Though the first years of the rule of David IV's
successor, Demetre, turned out to be unsuccessful
(Dmanisi was lost, and in Ani, the Shedadians, re-
turned to power), the situation was nevertheless
rectified when Demetre soon recaptured Dmanisi,
and in 1139 Georgians captured the city of Ganja.

Georgians took Ani in 1161, during the reign
of Giorgi Il (though the city was handed over to
the descendants of Shedadid in 1163), and Dvin in
the following year. In 1163, Georgians attacked Er-
zerum. In 1174-1175, Giorgi again attacked Ani and
established direct political control over the city.

Later in 1192-1193, to celebrate the birth of La-
sha-Giorgi, successor to Queen Tamar, a campaign
was organized in the city of Barda. Then anoth-
er campaign to Erzurum. After the victory in the
Battle of Shamkhori in 1195, Shamkhori and Ganja
came under the influence of Georgians. In 1196,
the Georgian army occupied the Armenian side of
Amberd.

In 1199, Ani directly entered the domain of
Georgia. An interesting conquest in the same di-
rection was the capture of Bijni in 1201. The Battle
of Basiani, fought in 1202, was critical for Geor-
gians to expand their influence into neighboring
territories. They captured Kars in 1203 and then
again in 1206, and they failed to capture Ahlat, a
significant trading city on the shores of Lake Van,
in 1208-12009.

Around 1210, Georgians made the largest for-
eign campaign, when the army reached the north
of Iran and, probably, the modern Iran-Turkmeni-
stan border. Let us dscuss in detail the campaign
of Georgians to Iran, because this was one of the
most famous military campaigns in the history of
Georgia and was also related to trade and eco-
nomic interests. In the Georgian historiography,
there is a widespread opinion that the Georgian
military campaign in Iran was an endeavor against
the Khwarazm (Stepnadze, 1989: 187-200) [15]. Oth-
er researchers name the ravaging and pillaging of
the territories as the reason for the campaign (To-
puria, 1975: 224; Gabashvili, 1971: 128) [16].

Although it would not be correct to deny the
military-strategic reasons, it is also necessary to
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take into account the trade and economic inter-
ests behind the Georgian military campaign.

According to “Histories and Eulogies of the
Crowned”, the Georgians campaigned in the north-
ern Iran after the looting of Ani by the Sultan of
Ardabil. The Armenian historian Kirakos Gandza-
ketsi also mentions the cruelty committed by the
Sultan of Ardabil. To take revenge, the campaign
of Georgians to Ardabil was followed by Zakaria
Mkhargrdzeli’s decision to burn alive the people
gathered in one of the shrines of the city (Gandza-
ketsi, 1978: 129) [17].

The Georgian campaign to Ardabil should have fa-
miliarized the Georgian troops with the wealth of this
part of Iran. The Georgians most likely attained valuable
information about important trade routes that passed
through the region, which led to Tabaristan, Khorasan,
and central Iran.

In 1210, during the campaign directly against Iran,
the Georgian army took Marand, Tabriz, and Mian and
reached the southern coast of the Caspian Sea to the
modern Iran-Turkmenistan border, to the city of Jurjan.
The sources describe the innumerable wealth (pearls,
gold, silver, rugs, horses, mules, and camels) that fell
into the hands of the Georgians, which gives the reader
the impression that the Georgians were only interested
in getting booty (Histories..., 1959: 104-107) [18].

It is worth noting that the mentioned military cam-
paign’s route served as an important economic artery
for the entire region, connecting northern Iran to rich
Tabaristan and Khorasan. Many cities famous for thei
trade potential were located along this major highway,
most likely causing Georgians’ interest. It is also possi-
ble that Georgians had detailed knowledge of the wealth
of Tabaristan and Khorasan, as well as the key routes
leading there, before the campaign to Ardabil.

Moreover, we can assume the existence of econom-
ic relations between Georgia and Khorezm through
Tabaristan. According to Ibn Isfandiari, one hundred
thousand Nishabur dinars, Byzantine (Rumi), Baghdad,
and loads of Tbilisi fabrics were sent from Tabaristan to
Khorezm (Beradze, 1976: 70) [19].

The last point of the Georgians’ campaign in Iran
— the city of Jurjan — is especially interesting. Accord-
ing to Yakub, Jurjan, located on the southeastern coast
of the Caspian Sea, was famous for its timber and silk
production. Furthermore, Jurjan was a kind of pivot
point in Central Asia, specifically in the fight against
the Kingdom of Khwarazm. Trade routes from Central
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Asia to Tabaristan and large cities in the central parts of
Iran passed through the city, from which direct routes
reached Arran, Shirvan, and Armenian cities that were
(partially) part of the kingdom of Georgia. According to
Istakhri, who although reports on the 10" century, the
city of Jurjan was quite large and famous for its trade
activity, given its commercial links to the ports of the
Caspian Sea. Various products were transported from
the city to Derbent. We can assume that at the start of
the 13" century, the trade route passing through Jurjan,
as well as the city itself, should have been a more im-
portant center than in previous centuries. Near Jurjan,
on the shores of the Caspian Sea, there was the city of
Astarabad, from where goods were transported by sea
to Derbent.

This is a list of the major campaigns carried out by
Georgians in the direction of Arran, Shirvan, Arme-
nia, and Iran. Georgian, Armenian, and Persian-Arabic
sources provide very little information on the reasons
for these campaigns, which, as previously stated, are pri-
marily limited to the Georgians' plundering intentions.

The conquered cities and entire regions had unde-
niable military-strategic importance for the Georgian
kingdom. Expansion to the south enabled the Georgian
monarchy to form a front-line defense, keeping the en-
emy away from native Georgian lands and resulting in
less economic and human resource loss. The conquered
lands of Armenia, Arran, and Shirvan, as well as their
powerful fortresses, created a sense of territorial (geo-
graphical) depth. If the enemy was able to penetrate the
depths of the territory with troops from various fortress-
es, it would be possible to weaken the enemy through
minor skirmishes and then drive them into undesirable
areas for eventual defeat.

In addition to these military-strategic reasons, as we
have seen above, the south-west (Armenia, Anatolia),
south (Armenia), and south-east (Arran, Shirvan) direc-
tions were the wealthiest territories in terms of trade and
transit near the Georgian borders. Although Georgian
and foreign sources almost unanimously mention the
capture of booty as one of the reasons for the military
campaigns carried out by Georgians, it is clear that this
expansion of Bargationi stayt in three directions aimed
at establishing control over the trade routes and capture
rich cities.

Furthermore, another important factor for the expan-
sion to the south should have been the large merchant
class living in the cities of the region. These classes had
already developed extensive trade networks with both
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nearby and distant countries. Following the military
conquest, it was in the interests of the Georgian rulers
not to break these contacts as controlling these trade
classes would result in large incomes for the kingdom
of Georgia.

As a result of the aforementioned Georgian cam-
paigns, by the 20s of the 13™ century Georgia gained
control of the two main trade routes, Dvin-Erzurum and
Derbent-Shamakhia, as well as numerous, relatively
minor trade routes. The capture of the Archesh-Ahlat
trade route became a new strategic goal for the Georgian
kings.

Despite the brief period when the kingdom of Geor-
gia controlled vital trade routes and centers (cities) be-
fore the arrival of the Mongols, the Kingdom of Geor-
gia grew prosperous. According to Hamdallah Qazvin,
Georgia's income was 500 tumans (5,000,000 dinars),
which exceeded the revenues of Arran and Mughan,
Shirvan, Greater Armenia, Kurdistan, and Khuzistan.
In general, Hamdallah Qazvini's data should be seen
as realistic. In Georgia's case, income from tax-paying
countries (Ahlat, Shirvan, and Arran) should not be in-
cluded in state income. Georgia's total income was at
least slightly lower than that of other wealthy neighbors,
indicating the country's wealth and economic impor-
tance. Furthermore, comparing the incomes of Western
European countries demonstrates Georgia's relative fi-
nancial strength. Ivane Javakhishvili drew attention to
the fact that by 1300, the income of the king of England
was 4,000,000 francs, and in 1311, while that of France
3,000,000 francs.

As previously stated, little information can be found
in Georgian and foreign sources about the importance
of trade and economy in the foreign policy of the kings
of the unified Georgia. However, a number of revealing
direct and indirect reports can still be gleaned.

The Seljuk invasions caused great damage to the
lands of Armenia and Georgia, not only through direct
raids, as we read in Armenian and Georgian sources.
The Seljuks began to occupy important trade routes con-
necting Georgian lands to Arran, Shirvan, and Armenian
cities. It is difficult to discuss the details due to a lack of
information, but it is easy to imagine that by blocking
the main roads near Georgia's borders, its cities suffered
significant economic losses due to reduced trade flows.

As previously stated, the capture of the main re-
gional military and economic highways was extremely
important to the Georgian kings. The Tbilisi-Ganja-Bar-
da road was one of them. The wars between Georgian
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kings and Seljuks in the 12" century can be described
not only as a struggle for political supremacy but the
competition over the South Caucasus trade routes. In-
deed, David Aghmashenebeli's historian gives us a small
hint about the importance of capturing the trade routes
when he mentions that the area of attacks by the Seljuks
was particularly noticeable on the section of the Tbili-
si-Barda road. The historian also adds that the Seljuks
were interested in this road because of the abundance of
water, firewood, hay, and various wild animals (Life...,
1955: 332) [20]; in other words, because of the wealth of
the territories allong this road.

We can assume that the regional trade on this import-
ant road was affected as a result of the Seljuks’ invasions.
However, Georgians could also cause damage which
was a good way to weaken the enemy. Most likely, the
main reason for the military campaign conducted by the
Seljuks against the Georgians in 1121 was David IV's
intensified preparations for the capture of Tbilisi. The
Seljuk Turkic leaders could not have overlooked that,
because there were close economic contacts between
Tbilisi and Arran-Shirvan and information was easily
transmitted by merchants. As the Seljuk Turks could
block the roads, the Georgians could also block them to
achieve strategic goals. Most likely, David followed this
tactic when he tried to blockade Tbilisi while preparing
to capture it. It is not surprising that the reason behind
the Seljuks’ invasion of Georgia in 1121 was forestalling
the loss of the trade center of Tbilisi and the desire to
regain control over the Tbilisi-Ganja-Barda trade route.

David Aghmashenebeli's historian directly mentions
that before the military campaign of 1121, oppressed
Turks and the merchants from Gandza, Tbilisi, and
Dmanisi came to seek help from the Seljuk sultan. Be-
hind this worry of the merchants should have been their
difficult economic situation, harassment of caravans by
Georgians — robbery, blocking of roads, etc.

However, like many other conquerors, after captur-
ing Tbilisi in 1122 and partially burning it down, David
began to effectively use the trade and economic poten-
tial of the city. The king introduced preferential tax con-
ditions for the non-Georgian population of Tbilisi. For
example, coins were minted in the name of the Caliph
for the Arab population of the city. Coinage reform was
directly related to connecting Tbilisi and other Geor-
gian cities closely with regional and international trade.
In addition, David imposed fewer taxes on the Muslim
population than on people of other faiths (Sikharulidze,
1985: 89) [21]. Assuming that most of this Muslim pop-
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ulation was engaged in at least regional trade, David's
tax and monetary decisions were aimed at encouraging
trade with Georgia’s neighbors.

The creation of favorable financial conditions for
foreign merchants by Georgian kings has been widely
discussed in the Georgian historiography. Foreign mer-
chants in Western Europe, Russia, and the Byzantine
Empire, for example, faced a number of restrictions.
Such a policy may reflect the Georgian kings' humane
outlook, but we believe it should have been more due
to the economic importance of the Arab, Armenian, and
Jewish populations to the kingdom of Georgia.

The annexation of Tbilisi by David IV in 1122 was
a significant ideological and military-strategic step in
the formation of a truly unified Georgian kingdom.
However, it is also significant that the long-term ef-
forts of the Georgian kings to annex Tbilisi should have
been motivated by purely commercial and economic
considerations. The newly formed Georgian monarchy,
with its growing economic potential, noticed that there
were a number of cities (some Georgian, some not) that
were distinguished by great economic wealth outside
its borders.

BAGRATIONIS AND MILITARY BOOTY

Military booty was a significant source of state
income, consisting primarily of money, sale of the
captives, and valuables (gold, silver). Indeed, ac-
cording to Georgian and foreign sources, Georgian
campaigns in the south were primarily motivated
by the seizure of property in wealthy cities.

Capturing booty was extremely important.
However, we believe that explaining Georgian
campaigns in the 121-13t" centuries solely through
the capture of the valuables does not provide the
full picture.

Consider some examples. According to the in-
formation preserved in "Histories and Eulogies of
the Crowned", as a result of the capture of Dvini
by Giorgi IIl, the country was filled with wealth. An
abundance of captives and treasure covered the
fields. Thbilisi was filled with captives, who were
sold for one dram (Histories, 1959: 5-6) [22].

Later, in 1163, when Athabeg Il-Deniz of Arran
recaptured Dvin with a coalition army, the invad-
ers took innumerable property such as gold and
silver from the Georgians.
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According to Basili Ezosmodzghvari, after the
battle of Shamkhori, Tamar's army entered Gan-
ja, where they found plenty of gold. Furthermore,
when describing the army's return to Thilisi, the
historian gives us a detailed picture about the
property that fell into Georgians’ hands. It seems
that the booty was so large that when the Geor-
gian army reached Thilisi, they spread all their
booty in the vast Didube-Avchala-Gldani area, to
the north of the capital. The army brought many
slaves and started selling them cheaply in the
city. Then, immediately after entering Tbilisi, the
items that the Georgians obtained as a result of
the battles and as a tribute from the territory of
Arran are described: gold, jewelry, dishes, gems,
pearls, helmets, swords, colorful gold fabrics and
luxurious clothes, horses, mules, gold necklaces,
spices, copper pottery, many captives, gold, Indian
stones, and innumerable pearls (Basili, 1959: 127-
129) [23].

"Histories and Eulogies of the Crowned" pro-
vide information on the Georgian army arriving
in Ganja following the battle of Shamkhori where
it was met by nobles, big merchants, judges, and
legislators. When the population of Ganja took
down the gate of the city, they began to spread
precious fabrics and threw gold and silver, drams,
and drachmas on the heads of the Georgians. The
army returned to Tbilisi with countless gifts to
Tamar: 12,000 captives, 20,000 horses, 7,000 mules,
and 15,000 camels. Also, various flags, treasures,
gold and lari (Histories, 1959: 72-73) [24].

As a result of the Battle of Basiani, Basili Ezos-
modzghvari mentions the countless properties
that fell into the hands of the Georgians. In the
next section, he mentions gold vessels, pearls,
and gold and crystal vessels decorated with Indi-
an stones.

To celebrate the birth of Lasha-Giorgi, Geor-
gian troops campaigned to Barda, raided Arran,
and freed 3,000 captives for the long lives of Tam-
ar and her son. During the capture of Archesh
near Ahlat, the Georgians likewise amassed much
wealth.

According to the sources, the Georgian cam-
paign in northern Iran holds a special place with
the scale of booty obtained. In response to the
brutal campaign led by the ruler of Ardabil against
Ani, Georgians took Ardabil, and all the property
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was found in their hands: pearls, gold, silver, car-
pets, horses, mules, and camels.

According to “Histories and Eulogies of the
Crowned”, one of the goals of the Georgians' cam-
paign in Iran was to march to Tabriz because of the
wealth in the city. The wealth of Tabriz was indeed
so great that the Georgians were surprised by the
amount of gold, silver, pearls, and clothes they re-
ceived from the inhabitants of the city. Moreover,
during the campaign in Iran, the Georgians also
received a large income from the lord of the city of
Mian, took the city of Zangani, and then marched
to Khorasan.

Although there are numerous reports of Geor-
gians marching to foreign countries to collect
booty, this should not be interpreted to mean that
Georgian kings were interested in that goal. In an-
cient times and the Middle Ages, the capture of
booty was often an unavoidable process that ac-
companied the conquest of wealthy cities.

In the case of the Georgian kings, we see more
than just the capture of booty. The Bagrationis
correctly valued the opportunities arising from the
control of new trade routes, which was reflected in
a series of measures taken by the royal dynasty to
ensure free and safe trade in Georgian-controlled
lands. Access to new trade routes, as well as in-
creased economic income, came with increased
financial costs. It was necessary to maintain se-
curity along these roads by building new forts and
stationing military units. A minor incursion by the
enemy could disrupt trade activity throughout the
region and divert caravans, resulting in significant
financial losses to the royal treasury. Georgian
kings were frequently confronted with the issue
of road protection. For example, David IV’s histori-
an, while talking about Thilisi, mentions the Turks
who sneaked into the city with a rich caravan.

The kings of unified kingdom of Georgia well
understood the importance of regional trade re-
lations and road safety for Georgia. This became
especially important when Georgians moved fur-
ther south to the economically much richer areas.

Apparently, harassing the caravans and indi-
vidual merchants was a problem in 12t-13%"-cen-
tury Georgia. For example, in one of the sections
of “The Knight in the Panther's Skin” (1033), Bagh-
dad merchants talk about robbed Egyptian cara-
van. The author of "Histories and Eulogies of the
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Crowned" mentions the episode when Zakaria and
Ivane Mkhargrdzeli went to raid from Lori to the
banks of Araxes, an army of Dvinians, Bijnelians,
and Amberdians appeared out of nowhere to raid
the trade caravans. The Mkhargrdzeli brothers
went out to stop the pirates, restrained the enemy
thus restoring security to the entire region (Histo-
ries..., 1959: 60) [25].

Vardan, an Armenian historian, also preserved
reports of Georgian kings' protection of cara-
vans and regional trade in general. According to
the author, Giorgi Ill launched a large-scale cam-
paign against thieves and other evildoers in 1180
(Vardan, 1861: 162) [26]. According to Queen Ana’s
“The Georgian Chronicles”, Giorgi Ill and Tamar
launched a widespread fight against thiefs and
brigands (The Georgian Chronicles, 1942: 241) [27].
Undoubtedly, this also involved measures to re-
strain attacks on caravans and individual mer-
chants.

The protection of the roads on the territory
of the country and the caravans passing through
them is also described in the chronicler of the
time of Lasha-Giorgi. According to the author, no
one in Georgia could rob caravans during Tamar's
reign (The chronicler..., 1955: 369) [28].

Creating favorable trade conditions entailed
more than providing only military security. It was
likewise necessary to construct roads, bridges,
and other infrastructure, as well as to establish
new settlements and cities. It should be noted
that, based on the few references preserved in the
wrriten sources, the multifaceted promotion of
trade played an important role in the policy of the
kings of Georgia in the period from the 11" to early
13" centuries. As early as the reign of Bagrat 1V,
special attention was paid to the cities which were
experiencing significant economic growth (it was
at this time when Ateni was founded). Moreover,
Bagrat IV must have had trade and economic con-
siderations when he decided to widen the moun-
tain roads after capturing Thilisi for the third time.

The city of Gori experienced particular eco-
nomic boom during the reign of David IV when
ethnic Armenians were settled in most likely for
trade and economic reasons. The Georgia king
helped organize cities and built roads, bridges,
and special houses for merchants while success-
fully fighting the Seljuks.
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As can be seen from numerous sources, the
Georgian kings were well aware of the need to
protect the kingdom’s frontier perimeter and in-
ternal roads from outside enemies. This suggests
that, while the capture of booty was important to
the Georgians, it was not the only motivator for
the military campaigns to the south. Booty was
only the first step, while subsequent decisions
were more related to the security and economic
exploitation of newly conquered/annexed lands.

THE MONGOL REVOLUTION AND THE DECLINE
OF GEORGIA’'S POSITION ON SILK ROADS

The Mongols hold a distinguished place in
world history. They transformed much of Eurasia,
a change well reflected in shifts in the continent's
land and sea trade routes. By the 1220s, these
existing trade routes underwent a total transfor-
mation. With the Mongol campaigns, the extreme
points of the Eurasian continent, from China to
Europe and from the Eurasian steppes to the Near
East, became interconnected through various
trade corridors. In essence, the Mongols achieved
what the Sasanian rulers had attempted in the
6"-7t" centuries and the Arabs in the 8™-9t" centu-
ries but failed to fully realize (Avdaliani, 2019: 26-
36) [29]. Both powers endeavored to link several
major trade and economic centers, but they only
achieved partial success.

Thus, the Mongols revolutionized trade in Eur-
asia. The routes they established were trans-Eur-
asian in nature (Prawdin, 2005: 347-348) [30]. By
creating new corridors, the Mongols spurred eco-
nomic growth in Europe. Consequently, European
merchants could forge direct connections with
Central Asia, China, and Iran, bypassing Egypt and
the rest of the volatile Middle East.

By the mid-13t"" century a new reality emerged
around Georgia. Trade routes around the Geor-
gian kingdom underwent significant changes. The
transformation was both rapid and tumultuous.
Following the second and more expansive inva-
sion of the Mongols and the establishment of their
military-political dominance in the South Cauca-
sus, trade routes through Ani, Dvin, Kars, Bardav,
Ganja, and Shirvan were drastically altered. Ini-
tially, this change was influenced by Jalal ad-Din.
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Furthermore, subsequent military campaigns by
the Mongols had even more profound effects. The
Central Asian nomads took numerous cities, deci-
mated their trade and economic foundations, and
in many cases either displaced or eradicated large
parts of the populations.

At the same time, the Mongols conquered or
partially destroyed many distant cities that were
significant to Georgia. These included Tabriz, Kh-
lat, and areas in northern Iraq, all of which had
close trade relations with Georgian cities before
the 1220s. The decline of these cities led to a de-
crease in the regional exchange involving Geor-
gian cities.

The establishment of Mongol power had the
anticipated consequences. The directions of trade
routes changed. Georgia lost control over the rich
trading cities to the south, southwest, and south-
east of its borders. Although the new roads did
not shift far to the south from Georgia, they nev-
ertheless were still distant enough to deprive the
Georgian monarchy of significant economic bene-
fits it had enjoyed until the 1220s.

The major trade routes which ran from north
Iran to Trebizond, other cities of Asia minor were
complimented by another major road from the
north of the Black Sea to Central Asia and China.
South Caucasus and Georgia in particular thus
found itself in between these major trade and
economic highways undermining the country’s
position on the silk roads. Nor did the situation
change after the fall of the Mongol domination in
the first half of the 14" century. The invasions by
another Central Asian conqueror, Timur Lang fur-
ther entrenched Tabriz-Trebizond trade connec-
tion and undermined Georgia’s economic power.
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Abstract. This comprehensive article provides a deep dive into Georgia’s intricate and diverse cul-
tural landscape. With a particular focus on the country’s ethnic minorities, specifically Armenians and
Azeris, the research examines the various acculturation strategies these groups employ. The purpose
of the research is to identify and thoroughly understand the multitude of factors that influence the se-
lection of these acculturation strategies amongst these ethnic minorities. Acculturation strategies can
take several forms, including integration, separation, marginalization, and assimilation. Each strategy
has different implications for individuals and groups, influencing their cultural identity, social relation-
ships, and overall psychological well-being. The research presented in this article pays special atten-
tion to the integration strategy. Integration as an acculturation strategy has been linked to numerous
positive outcomes. Among these are the successful coexistence of diverse ethnic groups within a single
society and improved psychological well-being among ethnic minorities. This research aims to contrib-
ute to understanding how integration as an acculturation strategy can foster harmonious multicultural
societies. The exploration of these complex dynamics of cultural integration within Georgia aims to
shed light on the country’s multicultural fabric. This understanding can be used to inform policy deci-
sions and foster a more inclusive society that respects and values its diverse ethnic groups.

KEYWORDS: GEORGIA, ETHNIC MINORITIES, ACCULTURATION, INTEGRATION, ARMENIANS, AZERIS,
PSYCHOLOGICAL WELL-BEING

INTRODUCTION one in every six citizens belonging to an ethnic

minority and a significant proportion of these mi-

Georgia has a rich history of multiculturalism,
with various ethnic groups having inhabited the
country for centuries, as documented by Mai-
suradze (1999) [1], Vadachkoria (2003)[2], Tetvadze
(1998)[3], and Jaoshvili (1996)[4]. Today, different
ethnic groups continue to reside in Georgia, with
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norities living in compact settlements in the re-
gions of Samtskhe-Javakheti and Kvemo Kartli.
According to the 2014 general population census,
86.8% of the Georgian population are Georgians,
6.3% are Azeris, 4.5% are ethnically Armenian citi-
zens, and the remaining 2% are comprised of vari-
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ous other ethnicities, such as Russians, Ossetians,
Yezidis, Ukrainians, Kists, Greeks, Assyrians, and
others (GeoStat, 2014)[5].

The task of merging ethnic minorities into a
country’s majority culture is quite challenging,
considering the diverse ethnic makeup of many
nations. Ethnic groups use various methods to co-
exist with the main culture, which Sam and Berry
(1997)[6] classified as integration, separation, mar-
ginalization, and assimilation under the concept
of acculturation. Among these, integration is key
for successful coexistence. It involves maintaining
one’s cultural individuality while adapting to the
host culture, and it's linked to the mental health
of ethnic minorities (Rogler et al., 1991[7]; Suinn et
al., 1987[8]). Other studies by Berry et al., (2006)[9],
Paluck et al., (2019)[10], and Rios & Wynn (2016)[11]
highlight that integration fosters positive relation-
ships between different groups and that multicul-
tural beliefs help decrease bias against minority
groups. Further research (Berry et al.,, 2021[12];
Nguyen & Benet-Martinez, 2013[13]; Stogianni et
al.,, 2021[14]) also indicate positive outcomes for
immigrants who adopt integration strategies, such
as increased life satisfaction, improved self-es-
teem, and better sociocultural adjustment.

This research aims to identify factors that pre-
dict the choice of different acculturation strate-
gies identified by Berry (1997)[15]. The study ex-
amines the acculturation strategies chosen by
ethnic Armenians and Azeris, who constitute the
two largest ethnic minority groups in Georgia and
are predominantly settled in the regions of Kvemo
Kartli, Kakheti, and Samtskhe-Javakheti (GeoStat,
2014)[16]. The research seeks to identify the fac-
tors that help or hinder the choice of integration
as an acculturation strategy, which is one predic-
tor of the well-being of ethnic minorities.

LITERATURE REVIEW
Acculturation

The interaction between different cultures is
not a new phenomenon and has been the subject
of scholarly attention for decades, as evidenced by
the works of Adler (1975)[17], Redfield et al. (1936)
[18], Richardson (1957)[19], Thomas & Znanieck
(1918)[20], van Osch & Breugelmans (2012)[21],
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Ward & Kennedy (1994)[22], and others. Accultura-
tion, which refers to the changes that occur when
two or more cultures come into contact with each
other, has been the focus of numerous theories,
including Milton Gordon’s (1964)[23] assimilation
theory, the multidimensional model of accultur-
ation (Ward, 2001)[24], the model of acculturation
strategies (Sam & Berry, 2006)[25], the interaction-
al model (Bourhis et al., 1997)[26], and more.

The term acculturation originated in American
anthropology and was first used by John Wesley
Powell (1883)[27] to describe the psychological
changes that occur when two cultures meet. Stan-
ley Hall (1904)[28] is considered the first psychol-
ogist to write about acculturation, although it was
Thomas and Znaniecki (1918)[29] who developed
the first psychological theory of acculturation.
They defined culture as shared conscious process-
es, such as habits, associations, attitudes, and be-
liefs, referred to as schemas. According to them,
“The individual who is creative [+F+C] modifies ex-
isting cultural schema in order “to widen the con-
trol of his environment, to adapt to his purposes
a continually increasing sphere of social reality”
(Thomas & Znaniecki, 1918, p. 1856)[30].

In 1936, Redfield, Linton & Herskovits [31] pro-
posed the first classic definition of acculturation,
determining it as “the process of cultural change
that occurs when individuals from different cultur-
al backgrounds come into prolonged, continuous,
first-hand contact with each other” (pp. 149-152).
They later revised their definition to include cul-
tural change caused by the union of two or more
autonomous culture systems, direct cultural trans-
mission, ecological and demographic modifica-
tions, and changes related to the host culture (So-
cial Science Research Council, 1954)[32]. According
to Bogardus (1949)[33], Imposed acculturation “is
found wherever the people of one culture try to
suppress the culture patterns, for example, of im-
migrants and to impose their patterns of behaviour
and of thought upon these immigrants” (p. 125).

The term “psychological acculturation” was in-
troduced to distinguish between group and indi-
vidual acculturation (Sam, 1994a)[34]; (Ward, 1996)
[35]. Graves (1967)[36] defined individual accultur-
ation as the changes that a person experiences as
a result of interacting with another culture, while
group-level acculturation involves changes in the
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culture itself and manifests in population-level
changes caused by contact between cultures (Ber-
ry et al., 1986)[37].

In 1964, Sociologist Milton Gordon [38] intro-
duced a linear assimilation model, charting the
cultural shifts seen within minority groups. This
model presents acculturation as a stepping-stone
within the broader process of assimilation, with
biculturalism serving as a temporary phase be-
tween total segregation and total assimilation.
The model assumes that individuals from one
culture will shed their original identity as they in-
tegrate into another culture (LaFromboise et al.).,
1993)[39]. It suggests that any acculturation issues
immigrants face are due to their failure to prop-
erly integrate into the new society (Bourhis et al.,
1997)[40]. Other models in social psychology also
depict acculturation as a one-way process, mov-
ing from the preservation of cultural heritage to
total assimilation (Lambert et al., 1986)[41].

In 2001, Berry’s [42] theory has undergone
many modifications over the years. Berry re-
fined his earlier theory (Berry et al., 1972)[43];
(1980)[44], which implied eight types of accul-
turation, and distinguished four types of accul-
turation strategies that a minority represen-
tative may apply in the process of interacting
with the dominant culture (Berry, 1980, 1997 [45];
Berry, 2006 [46]; Sam, 2006a [47]; Sam & Berry,
2010 [48]; Ward & Kus, 2012 [49]; Celenk & Van de
Vijver, 2011 [50]):

1. Assimilation: when an individual does not
want to have a connection with the native
culture and tries to be more actively in-
volved in the host culture. The process of
interaction between two cultures, as a re-
sult of which one of them loses its identity
and is absorbed by the other.

2. Integration: when an individual maintains
a connection with the native culture and
at the same time is actively involved in the
host culture.

3. Separation: the individual maintains close
ties with the native culture while contact
with the host culture is minimized. It ap-
plies to individuals of different races, cul-
tures, and backgrounds who do not assim-
ilate with the dominant culture and try to
remain separate.
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4. Marginalization: The individual avoids both
native and host culture. The members of
the majority avoid the members of the mi-
nority group. The minority group and issues
related to them become invisible to soci-
ety. The process of making a class or group
of people less or associated with a second-
ary position.

Berry’s (1980 [51], 1997 [52], 2006 [53]) theory,
modified in different years, deals with two main
issues of acculturation of individuals - the first
approach concerns how important it is for an in-
dividual to preserve his cultural heritage when
in contact with the host culture. The second ap-
proach concerns how important it is for the indi-
vidual to participate in the activities of the larger
society. From these two approaches, four strate-
gies of acculturation are derived. These strategies
can be grouped in the following direction: strat-
egies focused on the host culture and strategies
focused on preserving the native cultural heri-
tage. An individual’s strong orientation to the host
culture leads to assimilation, and vice versa (to
the native cultural heritage) to separation, while
those who avoid both cultures have an orienta-
tion to marginalization (Berry, 1997 [54], 2005 [55]).

Acculturation and well-being

The process of acculturation, or the learning
and adaptation to a new culture, can be an ex-
hilarating yet challenging journey for immigrants
(Berry, 2005[56]; Bista & Gaulee, 2017[57]; Chun,
Chesla, & Kwan, 2011[58]). When these individuals
encounter significant cultural adaptation stress
and perceive a lack of resources to handle this
stress, it can often result in conditions such as
stress, anxiety, and depression (Suinn, 2010[59];
Wang & Mallinckrodt, 2006[60]). These conditions
can prompt harmful health behaviours like drink-
ing and smoking (Schnetzer, Schulenberg, & Bu-
chanan, 2013[61]; Mee, 2014[62]).

Berry’s (1997[63]) model of acculturation
suggests that practices like alcohol abuse and
smoking tend to increase in reaction to cultural
adaptation stress. In this context, international
students with no access to coping resources are
more susceptible to this stress and may develop
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harmful practices as a coping mechanism. Howev-
er, a higher degree of acculturation correlates with
lower smoking rates among these students (Sa et
al., 2013[64]).

METHODOLOGY

The current study utilized quantitative re-
search methods to collect data. A quantitative re-
search method was used; in particular, 452 partic-
ipants (46.5% Azeri, 53.5% Armenian) took part in
the survey (n=452).

Based on the research objectives and research
questions, a survey of ethnic Armenians and Azeris
living in Georgia was conducted. For this purpose,
a quantitative research questionnaire was creat-
ed, for which the questions were developed con-
sidering the theoretical framework and also based
on the analysis of in-depth interviews conducted
with field experts (n=15) (the average duration of
the survey process was 45 minutes).

The questionnaire consisted of different
blocks; along with other questions, measures of
psychological characteristics (various self-de-
scription tools) were built into the questionnaire.
To determine acculturation strategies, the East
Asian Immigrants’ Acculturation Assessment Scale
(EAAM) (Barry, 2001[65]) was used in the question-
naire, adapted into Georgian by la Shekriladze in
2017[66].

Because the ethnic Azeris and Armenians living
in Georgia are not proficient in the official state
language (BTCC, 2008[67]), the questionnaire was
adapted to the Armenian and Azeri languages in
accordance with all the rules - the questionnaire
and all the questions and statements contained
in it were translated from Georgian into Armenian
and Azeri and then back into Georgian to com-
pare them with the original version. Professional
translators (ethnically Armenian and Azeri) were
involved in translating the questionnaire.

Before fieldwork, 7-7 pilot questionnaires (cog-
nitive interviews) were conducted with represen-
tatives of ethnic minorities to determine how well
each question was understood (these 14 question-
naires were not used in the final data processing).

Data were processed using a statistical pro-
gram designed for the social sciences (SPSS v25).
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SAMPLING

Purposive sampling methods were used in the
research conducted within the study framework.
The non-probability sampling method, known as
available sampling, was utilized during the inter-
views conducted with field experts. A total of 15
in-depth interviews were conducted.

For the quantitative research, convenient
and snowball sampling were identified as the
purposive sampling methods conducted with
ethnic minorities. 452 Armenian (n=210) and Aze-
ri (n=242) respondents living in Georgia partici-
pated in the quantitative research, and 42 (n=20
Armenian, n=22 Azeri) took part in the qualita-
tive research.

The survey was conducted using a self-ad-
ministered questionnaire, with a door-to-door
(D2D) approach adopted. However, interviewers
were only involved in filling out the question-
naire if the respondent had a question regarding
a specific topic.

RESEARCH PARTICIPANTS

1. The expert survey included interviews with
experts with experience working with eth-
nic minorities, including representatives
of local non-governmental organizations,
linguists, anthropologists, ethnographers,
historians, education experts, and oth-
er stakeholders. A total of 15 field experts
participated in the research. Notably, these
field experts work directly on planning and
implementing various initiatives and proj-
ects related to ethnic minorities and have
direct contact with the representatives of
ethnic minorities living in the regions and
the capital city.

2. The quantitative research with ethnic mi-
norities included a survey conducted in
Thilisi, Samtskhe-Javakheti, Kvemo Kartli,
and other areas of Georgia. A total of 452
ethnic minority representatives partici-
pated in the study, including 210 ethnical-
ly Armenian and 242 ethnically Azeri par-
ticipants. Participants from different age
groups took part in the research, ranging
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FIGURE 1. DISTRIBUTION OF AGE
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in age from 13 to 82 years old. The highest
number of participants (40.8%) fell with-
in the age range of 19-30 years old, fol-
lowed by the 31-44 age range. The small-
est number of respondents were above 75
years old.

These findings provided valuable insights into
the experiences of ethnic minorities in Georgia
and helped inform the development of future pol-
icies and programs to promote interethnic under-
standing and social cohesion in the country (See
Figure 1).

The research participants were composed of
46.5% Armenians and 53.5% Azeris. Accordingly,
46.5% of participants reported speaking Armenian
at home, while 53.5% spoke Azeri. The research
took place in the Samtskhe-Javakheti, Tbilisi,
Kakheti, and Kvemo Kartli regions, with 40% of
participants living in Samtskhe-Javakheti, 12% in
Thilisi, 40% in Kvemo Kartli, and 8% in Kakheti.

Armenians and Azeris reported knowing the
state language above the average level, with Ar-
menians reporting a mean of 3.5 (SD=1171) and
Azeris reporting a mean of 3.33 (SD=1.022).

Most participants had secondary and high-

er education, followed by incomplete higher or
technical education. Approximately 83% of partic-
ipants stated that they received their education in
Armenian or Azeri, while 9.5% stated they received
education in mixed languages (Georgian and Ar-
menian/Azeri), 3.1% in Georgian, and 4.2% in Rus-
sian.

These findings provided valuable insights into
the demographic characteristics of the study par-
ticipants, as well as their language abilities and
educational backgrounds (See Table 1).

TABLE 1. EDUCATION

EDUCATION
%
Primary 1,3
Incomplete Secondary 4,2
Secondary 39,2
Technical 12,4
Incomplete Higher 16,2
Higher 241
Masters 2,7

TABLE 2. CHOSE OF ACCULTURATION STRATEGIES BY ETHNICITY

ETHNICITY ASSIMILATION | SEPARATION INTEGRATION MARGINALIZATION

i Mean 2,18 3,66 415 2,13
Armenian .

St. Deviation | 1,16 1,61 2,02 0,88

) Mean 2,43 3,50 3,40 2,85
Azer .

St. Deviation | 1,14 0,95 1,24 0,83

Mean 2,31 3,58 3,75 2,51
Total .

St. Deviation | 1,15 1,30 1,69 0,92
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TABLE 3. ASSIMILATION AND MARGINALIZATION BY LONELINESS

LONELINESS ASSIMILATION MARGINALIZATION

Mean 1,8 2,0

LOwW
SD 1,1 07
Mean 2,6 2,8

HIGH
SD 1,1 0,9

RESULTS with trust (r=-0.138; p=0.003), locus of control (r=-

By analyzing the results of the quantitative re-
search conducted with ethnic minorities, it is clear
that the most commonly used acculturation strat-
egy is integration (M=3.8; SD=1.), followed by sep-
aration (M=3.6; SD=1.2), and finally marginalization
(M=2.5; SD=0.9) or assimilation (M=2.3; SD=1.1) (See
Table 2).

The study found that the choice of accultur-
ation strategies among ethnic minorities was re-
lated to various personal factors, including lone-
liness rate, life orientation, trust, locus of control,
and self-esteem. The assimilation index had a pos-
itive correlation with the loneliness index (r=0.269;
p=0.000) and a negative correlation with the locus
of control (r=-0.249; p=0.000), particularly with the
external locus (r=0.352; p=0.000). The correlation
showed that as the loneliness index rose, so did
the assimilation index, while it declined as the ex-
ternal locus index increased.

Analysis of the data by ethnic groups showed
that in the case of ethnic Armenians, assimila-
tion was positively correlated with self-esteem
(r=0.406; p=0.000) and Azeris (r=0.157; p=0.015).
The choice of assimilation is more likely in people
with high self-esteem for representatives of both
ethnic groups. The rate of separation was relat-
ed to optimism (r=0.187; p=0.000), trust (r=0.246;
p=0.000), and locus of control (r=0.223; p=0.000)
internal locus (r=0.123; p=0.029); external locus
(r=0.197; p=0.000)), and was negatively correlated
with the self-esteem index (r=-0.104; p=0.028).

The choice of separation is higher among eth-
nic minorities with high levels of optimism, trust,
and locus of control, while it is lower among peo-
ple with a rate of self-esteem. The integration
strategy was positively correlated with self-es-
teem (r=0.362; p=0.005) and negatively correlated

GLOBALIZATION AND BUSINESS #17, 2024

0.337; p=0.000) internal (r=-0.17; p= 0.002); external
(r=0.269; p=0.000)) and loneliness index (r=-0.132;
p=0.000).

For ethnic Armenians, loneliness and integra-
tion were unrelated, although there was an addi-
tional correlation between integration and opti-
mism (r=0.161; p=0.02). The selection of integration
strategy exhibited an upward trend in conjunction
with elevated self-esteem, while it exhibited a
decline with rising levels of trust, locus of con-
trol, and loneliness. The marginalization rate had
a positive correlation with loneliness (r=0.621;
p=0.000) and locus of control (r=0.376; p=0.000),
particularly with the internal locus of control
(r=0.329; p=0.000), and a negative correlation with
optimism (r= - 0.433; p=0.000) and self-esteem
(r=-0.408; p=0.000).

In our study, the between-group analysis
showed that the rate of loneliness had a statis-
tically significant effect on assimilation (F=0.447;
p=0.504) (t(450)=-7.23; p=0.000) and marginaliza-
tion (F=3.365; p=0.067) (t( 450)=-10967; p=0.000) on
the indicator. People with high loneliness rates
were more likely to choose the strategy of assim-
ilation and marginalization than ethnic minorities
with low loneliness rates, which confirms the re-
sults of the research of Neto and his colleagues
(2017) (See Table 3).

According to the study, the life orientation
had a statistically significant effect on separa-
tion (F=68.893; p=0.000) (t(231.3)=-2.035; p=0.043),
integration (F=79.8; p=0.000) (t(232.5)=-2.679;
p=0.008), and marginalization (F=2.533; p=0.112)
(t(450)=11.227; p=0.000) indicators. Respondents
with an optimistic life orientation tended to pre-
fer separation and integration strategies, while
those with a pessimistic life orientation preferred
the marginalization strategy (See Table 4).
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TABLE 4. SEPARATION, INTEGRATION, MARGINALIZATION BY LIFE ORIENTATION

LIFE ORIENTATION SEPARATION INTEGRATION MARGINALIZATION
Mean 3,47 3,58 2,83
PESIMISM
SD 1,060 1,379 0,866
Mean 3,77 4,07 1,93
OPTIMISM
SD 1,639 217 0,719
TABLE 5. ACCULTURATION STRATEGIES BY CONTROL OF LOCUS
CONTROL OF LOCUS ASSIMILATION SEPARATION INTEGRATION MARGINALIZATION
INTERNAL Mean 2,5 34 4 2,3
LOCUS | sp 1 12 17 09
EXTERNAL Mean 1,9 3,9 3,0 29
LOCUS ) 11 1,4 1,5 0,9

Our study also confirmed the relationship
between locus of control and acculturation
strategies. Locus of control affected all four ac-
culturation strategies - assimilation (F=0.247;
p=0.642) (t(450)=4.493; p=0.000), separation
(F=1.59; p=0.208) (t(450)=-3.677; p=0.000), integra-
tion (F=4.26; p=0.04) (t(289.6)=6.817; p=0.000), and
marginalization (F=0.175; p=0.676) (t(450)=-6.562;
p=0.000). Respondents with an internal locus of
control preferred assimilation and integration
strategies compared to those with an external lo-
cus, while respondents with an external locus pre-
fer Separtion (See Table 5).

Regarding self-esteem, the study found that
the self-esteem was statistically significantly
different between integration (F=9.442; p=0.002)
(t(30.9)=-3116; p=0.004) and marginalization
(F=1.28; p=0.258) (t(450)=4.59; p=0.000) indicators.
Respondents with high self-esteem were more

likely to be integrated than those with low self-es-
teem, while respondents with low self-esteem
were more likely to choose marginalization than
those with high self-esteem (See Table 6).
Following the correlational and intergroup
analysis of the data, multiple linear regression
analysis was conducted to examine the predic-
tive factors of each acculturation strategy. The re-
sults of the regression analysis revealed various
factors that significantly predicted integration
(R2=.656, F(11)=76.235, p<0.01). These factors in-
cluded age (B=-0.133, p<0.01), education (B=0.177,
p<0.01), knowledge of the state language (Geor-
gian) (B=0.385, p<0.01), knowledge of the Russian
language (B=0.09, p<0.01), perception of the equal-
ity of ethnic groups (B=0.147, p<0.01), equality of
opportunity to start a job (B=-013, p<0.01), abili-
ty to use the Russian language (B=-0.258, p<0.01),
perception of Orthodoxy as a characteristic factor

TABLE 6. INTEGRATION AND MARGINALIZATION BY SELF-ESTEEM

SELF-ESTEEM INTEGRATION MARGINALIZATION
Mean 3,0 3,3
LOW
SD 1,1 1,0
Mean 3,8 2,5
HIGH
SD 1,7 0,9
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TABLE 7. REGRESSION ANALYSIS OF INTEGRATION STRATEGY

INTEGRATION
B p<

Age -0,133 0,01
Education 0,177 0,01
Knowledge of the state language (Georgian). 0,385 0,01
Knowledge of the Russian language 0,09 0,01
Perception of equality of ethnic groups 0147 0,01
Perception of equality of opportunity to start service -013 0,01
Ability to use the Russian language -0,258 | 0,01
Perception of Orthodoxy as a characteristic factor for Georgians -0,138 0,01
Trust in the shrine 0,117 0,01
Performing religious rituals 0,114 0,01
Frequency of going to pray 0,138 0,01

for Georgians (B=-0.138, p<0.01), trust in the shrine
(B =0.117, p<0.01), performance of religious rituals
(B=0.114, p<0.01), and frequency of going to prayer
(B=0.138, p<0.01) (See Table 7).

The study examined the relationship between
personal characteristics and integration, finding
a small relationship between the two (R2=.25,
F(3)=49.799, p<0.01). The choice of integration
strategy was only explained by 25% of personal
characteristics such as locus of control (B= -
0.317, p<0.01), self-esteem (B=0.416, p<0.01), and
optimism (B=-0.226, p<0.01). Ethnic minorities with
an internal locus of control, high self-esteem,
and low optimism were more integrated in the
Georgian environment. However, the data analysis
for ethnic Azeris did not reveal any statistically

significant predictors. For ethnic Armenians,
personal factors such as locus of control (B=-
0.262, p<0.01), optimism (B=-0.318, p<0.01), trust
(B=-0.191, p<0.01), and self-esteem (B=0.51, p<0.01)
predicted the integration rate (R2=.41, F(4)=35.583,
p<0.01) (See Table 8).

For ethnic Armenians, the integration index
(R2=.926, F(10)=248.829, p<0.01) was predicted by
various factors such as age (B=-0.208, p<0.01),
knowledge of the state language (Georgian)
(B=0.361, p<0.01), perception of women'’s active
involvement in public life (B=0.243, p<0.01), per-
ception of equality of ethnic (B=0.545, p<0.01) and
religious (B=-0.571, p<0.01) groups, perception of
the possibility of using the Russian language (B=-
0.297, p<0.01), trust in the shrine (B=0138, p<0.01),

TABLE 8 — REGRESSION ANALYSIS OF INTEGRATION RATE (PERSONAL CHARACTERISTICS)

FOR ETHNIC ARMENIANS

INTEGRATION

B p<
Locus of control -0,262 | 0,01
Optimism -0.318 | 0,01
Trust -0.191 0,01
Self-esteem 0,51 0,01
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TABLE 10. REGRESSION ANALYSIS OF INTEGRATION RATE FOR ETHNIC AZERIS

Knowledge of the Georgian language

Perception of equality of religious groups

Education

TABLE 11. REGRESSION ANALYSIS OF ASSIMILATION RATE

Age

Knowledge of the state language (Georgian).

Knowledge of the Russian language

Equality of ethnic groups

Equal opportunities to start service

Shrine trust

Government trust

Performing religious rituals

The importance of knowledge of the Geor-
gian language for the start of service

INTEGRATION
p p<

0323 | 0,01
0256 | 0,01
0228 | 0,01
ASSIMILATION
B p<

-0295 | 0,01
0,422 0,01
0,12 0,01
0148 0,01
-0,227 0,01
0152 | 0,01
-0128 | 0,01
0,101 0,01
0273 | 0,01

the president (B=-0.185, p<0.01), the public de-
fender (B=-0.187, p<0.01), and non-governmental
organizations (B=0.277, p<0.01) (See Table 9).

Linear multiple regression analysis confirmed
that for ethnic Azeris, only a few factors signifi-
cantly predicted integration (R2=.314, F(3)=36.392,
p<0.01), including knowledge of the Georgian lan-
guage (B=0.323, p<0.01), perception of equality of
religious groups (B=0.256, p<0.01), and education
(B=0.228, p<0.01) (See Table 10).

Similarly, for assimilation, multiple regression

analysis revealed that factors such as age (B=-
0.295, p<0.01), knowledge of the state language
(Georgian) (B =0.422, p<0.01), knowledge of the
Russian language (B=0.112, p<0.01), equality of eth-
nic groups (B=0.148, p<0.01), equal opportunities
to start a job (B=-0.227, p<0.01), perception of the
importance of the Georgian language for starting
a job (B=-0.273, p <0.01), trust in the government
(B=-0.128, p<0.01), the performance of religious rit-
uals (B=0.101, p<0.01), and perception of the equal-
ity of opportunity to start a job (B=0152, p<0.01)

TABLE 12. REGRESSION ANALYSIS OF THE ASSIMILATION RATE ACCORDING TO PERSONAL

CHARACTERISTICS

Loneliness

Locus of control

Self-esteem

Trust

ASSIMILATION
B p<

0427 | 0,01
0322 | 0,01
0164 | 0,01
0128 | 0,01
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TABLE 13. REGRESSION ANALYSIS OF THE RATE OF ASSIMILATION ACCORDING TO PERSONAL

CHARACTERISTICS FOR ETHNIC ARMENIANS

Loneliness

Locus of control

Self-esteem

ASSIMILATION
B p<

0,477 0,01
-0,396 | 0,01
0386 | 0,01

TABLE 14. REGRESSION ANALYSIS OF ASSIMILATION RATE FOR ETHNIC ARMENIANS

ASSIMILATION

B p<
Knowledge of the state language (Georgian). 0,278 0,01
Perception of the possibility of using the Russian language for
communication "0,407 1 0,01
The importance of religion 0,166 0,01
Shrine trust 0,248 0,01
Government trust -0,488 | 0,01
Trust of the President 0,103 0,01

significantly predicted the assimilation strategy
(R2=.528, F(9)=55.043, p<0.01) (See Table 11).
Furthermore, the multiple regression analysis
between assimilation and personal characteristics
revealed a weak relationship (R2=.212, F(4)=29.986,
p<0.01). Personal characteristics such as loneliness
(B=0.427, p<0.01), locus of control (B=-0.322, p<0.01),
self-esteem (B=0.164, p<0.01), and trust (B=0.128,
p<0.01) were found to predict only 21.2% of the
choice of the assimilation strategy (See Table 12).
The analysis of data based on nationalities re-
vealed that for assimilation, personal characteris-
tics predicted 46.7% of the variance for ethnic Arme-

nians (R2=.467, F(3)=60.088, p<0.01): locus of control
(B=-0.396, p<0.01), self-esteem (p=0.386, p<0.01), and
loneliness (B=0.477, p<0.01) (See Table 13).

Data analysis based on ethnicity found that the
following factors significantly predicted assimila-
tion for ethnic Armenians (R2=.854, F(7)=169.365,
p<0.01): knowledge of the state language (Geor-
gian) (B=0.278, p<0.01), perception of the possibility
of using the Russian language for communication
(B=-0.407, p<0.01), importance of religion (B=0.166,
p<0.01) and the shrine (B=0.248, p<0.01), distrust of
the government (B=-0.488, p<0.01), and distrust of
the president (B=-0.103, p<0.01) (See Table 14).

TABLE 15. REGRESSION ANALYSIS OF ASSIMILATION RATE FOR ETHNIC AZERIS

ASSIMILATION

B p<
Knowledge of the state language (Georgian). 0,397 0,01
Perception of equality of religious groups 0,19 0,01
Assessment of the necessity of the Georgian language for starting the service -0,362 | 0,01
Assessment of the ability to use the Russian language 0,191 0,01
Perception of Orthodoxy as a characteristic feature of Georgianness -0,137 0,01
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TABLE 16. REGRESSION ANALYSIS OF SEPARATION

SEPARATION
B p<

Age 0,254 0,01
Education -0,13 0,01
Knowledge of the state language (Georgian). -0,359 | 0,01
Perception of Orthodoxy as a factor characteristic of Georgianness -0,303 | 0,01
Board/Mayor Trust 0,214 0,01
Parliamentary confidence -0,18 0,01
Material condition 0,219 0,01

For ethnic Azeris, the following factors pre-
dicted assimilation (R2=.366, F(5)=27.229, p<0.01):
knowledge of the state language (Georgian)
(B=0.397, p<0.01), perception of the equality of re-
ligious groups (B=0.19, p<0.01), assessment of the
necessity of the Georgian language for starting a
job (B=-0.362, p<0.01), assessment of the possibility
of using the Russian language (p=0.191, p<0.01), and
perception of Orthodoxy as a characteristic feature
of Georgianness (B=-0.137, p<0.01) (See Table 15).

Regarding separation, statistically signifi-
cant linear multiple regression analysis (R2=.484,
F(7)=59.461, p<0.01) revealed that the following
factors were predictors: age (B=0.254, p<0.01), ed-
ucation (B=-0.13, p<0.01), knowledge of the state
language (Georgian) (B=-0.359, p<0.01), perception
of Orthodoxy as a characteristic sign of Georgi-
anness (B=0.303, p<0.01), confidence in the admin-
istration/city hall (B=0.214, p<0.01), confidence in
the parliament (B=-0.18, p<0.01), and financial sta-
tus (B=0.219, p<0.01) (See Table 16).

Personal characteristics were also found to be
predictive factors of separation, albeit to a less-
er extent (R2=173, F(4)=23.364, p<0.01). Personal
characteristics such as locus of control (B=0.248,
p<0.01), self-esteem (B=-0.203, p<0.01), optimism
(B=0.288, p<0.01), and trust (B=0173, p<0.01) pre-
dicted the choice of separation strategy by 17.3%
(See Table 17).

When analyzing the data according to ethnic-
ity, similar trends were only present for ethnic
Armenians, and the predictive percentage also
increased to 44.3% (R2=.443, F(4)=40.838, p<0.01),
with the following factors predicting the choice
of separation strategy: locus of control (B=0.335,
p<0.01), optimism (B=0.267, p<0.01), trust (B=0.287,
p<0.01), and self-esteem (B=-0.417, p<0.01). No sta-
tistically significant regression relationships were
found for ethnic Azeris (See Table 18).

For ethnic Armenians, the choice of separation
strategy can be predicted by the following fac-
tors (R2=.879, F(9)=161.375, p<0.01): age (B=0.263,

TABLE 17. REGRESSION ANALYSIS OF THE SEPARATION RATE ACCORDING TO PERSONAL

CHARACTERISTICS

SEPARATION

p p<
Locus of control 0,248 0,01
Self-esteem -0,203 | 0,01
Optimism 0,288 0,01
Trust 0,173 0,01
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TABLE 18. REGRESSION ANALYSIS OF SEPARATION RATE BY PERSONAL CHARACTERISTICS FOR ETHNIC ARMENIANS

SEPARATION

B p<
Locus of control 0,335 0,01
Self-esteem -0,417 | 0,01
Optimism 0,267 0,01
Trust 0,287 |0,01

TABLE 19. REGRESSION ANALYSIS OF SEPARATION STRATEGY FOR ETHNIC ARMENIANS

SEPARATION
B p<

Age 0,263 0,01
Knowledge of the state language (Georgian). -0,394 | 0,01
Perception of equality between men and women -0,344 | 0,01
Perception of equality of ethnic groups -0,704 | 0,01
Perception of equality of religious groups 0,569 0,01
Perception of equality of opportunity to start service 0,342 0,01
Assessment of the importance of knowledge of the Georgian language for starting the service |-0,131 | 0,01
Georgianness is equated with Orthodoxy 0,214 0,01
Performing religious rituals 0,08 0,01

p<0.01), knowledge of the state language (Geor-
gian) (B=-0.394, p<0.01), perception of equality be-
tween women and men (B=-0.344, p<0.01), percep-
tion of equality of ethnic (B=-0.704, p<0.01) and
religious (B=0.569, p<0.01) groups, the perception
of equality of opportunities to start a job (B=0.342,
p<0.01), assessment of the importance of knowl-
edge of the Georgian language for starting a job
(B=-0.131, p<0.01), identification with Georgian Or-
thodoxy (B=0.214, p<0.01), and performance of re-

ligious rituals (B=0.108, p<0.01) (See Table 19).

For ethnic Azeris, the choice of separation
strategy can be predicted by the following factors
with 15% accuracy (R2=.15, F(4)=10.485, p<0.01): as-
sessment of the importance of group membership
with neighbors (B=-0.262, p<0.01) and relatives
(B=0.356, p<0.01), trust in the administration/city
hall (B=0.267, p<0.01), and financial status (=0.237,
p<0.01) (See Table 20).

Regarding marginalization, the linear multiple

TABLE 20. REGRESSION ANALYSIS OF SEPARATION RATE FOR ETHNIC AZERIS

SEPARATION

B p<
Assessing the importance of membership in a neighborhood group -0,262 | 0,01
Assessing the importance of kin group membership 0,356 0,01
Confidence in the Board/City Hall 0,267 0,01
Material condition 0,237 0,01
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TABLE 21. REGRESSION ANALYSIS OF MARGINALIZATION RATE

regression analysis only showed statistically sig-
nificant relationships with the personal charac-
teristics of ethnic minorities (R2=.46, F(3)=127.357,
p<0.01), which are loneliness (B=0.501, p<0.01), lo-
cus of control (B=0.236, p<0.01), and self-esteem
(B=-0.148, p<0.01). For ethnic Armenians, the pre-
dictors of marginalization are loneliness index
(B=0.546, p<0.01) and locus of control (B=0.521,
p<0.01) (R2=.694, F(2)=235.246, p<0.01) (See Table 21).

Predictors for ethnic Armenians were age
(B=0.452, p<0.01), perception of equality between
men and women (B=-0.317, p<0.01), attitudes of
women towards work (B=0.443, p<0.01), neighbors
(B=-0.237, p<0.01), friends (B=-0.302, p<0.01), col-
leagues (B=-0.243, p<0.01), importance of group
membership of relatives (B=0.247, p<0.01), percep-
tion of the importance of knowledge of the Geor-
gian language for starting work (B=0.174, p<0.01),
and assessment of the possibility of using the
Russian language for communication (B=-0.481,
p<0.01) (See Table 22).

MARGINALIZATION
B p<
Loneliness 0,501 0,01
Locus of control 0,236 0,01
Self-esteem -0,148 0,01
DISCUSSION

The current study substantiates global pat-
terns and supports previous research (Nguyen &
Benet-Martinez, 2013 [68]; Rudmin, 2003 [69]; Ward
& Rana-Deuba, 1999 [70]), demonstrating an incli-
nation towards integration among ethnic minori-
ties. However, unique trends surface upon exam-
ination of the ethnic groups Armenians and Azeris
individually. Both groups express a willingness
to conserve their cultural identities. Armenians,
however, attribute significant importance to pre-
serving cultural values for their identity and sense
of belonging, a feature accentuated by the world-
wide Armenian diaspora (Aghaie, 2019 [71]; Ghaz-
arian, 2017 [72]). Similarly, Azeris consider their
cultural values central to their heritage, empha-
sizing the preservation of their customs and tradi-
tions (Mammadova, 2015 [73]). It can, therefore, be
deduced that Armenians and Azeris favour accul-
turation strategies that underscore cultural pres-

TABLE 22. REGRESSION ANALYSIS OF MARGINALIZATION FOR ETHNIC ARMENIANS

MARGINALIZATION

B p<
Age 0,452 0,01
The importance of membership in a group of friends -0,302 | 0,01
The importance of membership in a neighborhood group -0,237 | 0,01
Importance of kin group membership 0,247 0,01
The importance of employee group membership -0,243 | 0,01
Perception of equality between men and women -0,317 | 0,01
Attitudes of women to work 0,443 0,01
Perception of the importance of knowledge of the Georgian language for starting the service 0,174 0,01
Assessment of the ability to use the Russian language for communication -0,481 | 0,01
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ervation. According to Berry’'s theoretical model
(Berry, 2001 [74]), these strategies would be sepa-
ration or integration as both encompass the main-
tenance of cultural identity.

Observations from field experts indicate a diver-
gence in the strategies adopted by Armenians and
Azeris, with Armenians displaying a greater degree
of integration into Georgian society than Azeris.
This variation is ascribed to the superior education-
al achievement and openness of ethnic Armenians
compared to Azeris. Our quantitative analysis re-
veals that ethnic Armenians predominantly adopt an
integration strategy, while Azeris favour a separation
strategy. These findings corroborate our hypothesis
that both ethnic groups endeavour to preserve their
ethnic values. However, ethnic Armenians also in-
corporate elements of the host culture, while Azeris
focus solely on their native culture.

This study aimed to investigate the association
between personal characteristics and the selec-
tion of acculturation strategies. By employing var-
ious scales, including the Rotter Locus of Control
Scale (1966 [75]), Rosenberg's Self-Esteem Scale
(1965 [76]), Loneliness Scale (Russell, Peplau &
Cutrona, 1980 [77]), the revised version of the Life
Orientation Scale (Scheier & Carver, 1985 [78]), and
the General Confidence Scale, we discovered that
marginalization escalated with feelings of loneli-
ness and external locus indices, and diminished
with higher optimism and self-esteem indices. The
integration strategy demonstrated a negative cor-
relation with loneliness, suggesting that the more
a migrant integrates with the culture, the less like-
ly they are to experience high levels of loneliness.
Conversely, loneliness positively correlated with
assimilation and marginalization strategies (Neto
et al., 2017 [79]).

Previous studies (Roncancio et al. (2013) [80],
Knight & Stone (1977) [81], Yao (1983) [82], Prigooff
(1984) [83], and Negg & Woods (1992) [84]) have
established connections between locus of control
and self-esteem, and integration and accultura-
tion. For example, Latin Americans with a high in-
ternal locus of control displayed a higher degree
of acculturation than those with an external lo-
cus (Roncancio et al.,, 2013 [85]), and a correlation
between acculturation and locus of control and
self-esteem was observed in Mexican Americans
(Knight & Stone [86]).
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The likelihood of choosing an integration
strategy in Georgia was higher in individuals who
were young, educated, and members of an ethnic
minority, who were fluent in both Georgian and
Russian, acknowledged the equality of all ethnic
groups in Georgia, believed that proficiency in the
Russian language did not eliminate the necessity
to learn Georgian, maintained faith in the shrine,
practised religious rituals, frequently attended
prayers, and did not view Orthodoxy as a defining
characteristic of Georgianness. These variables
were identified as reliable predictors of integra-
tion, accounting for 65.6% of the variance in inte-
gration.

Integration, predicted by 41%, was associated
with an internal locus, low optimism, high self-es-
teem, and low confidence. Intriguingly, a high trust
score was a negative predictor of integration, sug-
gesting that the higher the trust score, the lower
the integration. This implies that while evaluating
the statements on the trust scale, respondents
took into account trust in their native culture.
Hence, the lower the level of trust in the native
culture, the greater the desire to integrate with
the host culture.

CONCLUSION

The research carried out in this comprehen-
sive study provides illuminating insights into the
cultural landscape of Georgia, revealing the com-
plex dynamics of acculturation strategies at play.
Particularly, the study focused on the country’s
ethnic minorities, the Armenians and Azeris, and
their strategies to navigate their cultural identi-
ties within the broader Georgian society.

The research found that among the various
acculturation strategies, integration is crucial in
promoting successful coexistence and psycholog-
ical well-being among ethnic minorities. Integra-
tion allows these ethnic groups to maintain their
unique cultural identities while participating ac-
tively in the wider society.

This crucial finding underscores the impor-
tance of policymakers recognizing and support-
ing the integration strategy in their decisions and
actions. By encouraging integration, a more in-
clusive society can be fostered, one that respects
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and values the diverse cultural identities of all
its ethnic groups. Looking ahead, there is a need
for further research in this area. Potential future
research directions could include exploring the
impact of these acculturation strategies on oth-
er critical aspects of societal life. These could
encompass economic development, political par-
ticipation, education, and social mobility. By con-
tinuing to investigate these areas, we can deepen
our understanding of the multifaceted dynamics
of multicultural societies and better learn how to
support and nurture their growth.

Furthermore, the findings of this study contrib-
ute to the broader understanding of multicultural
societies. They highlight how a successful integra-

tion strategy can weave a rich tapestry of diverse
cultures, enhancing the societal fabric.
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Abstract. Cultural heritage and cultural environment determine the face of the country and give us
special features that we got from our ancestors. It is the basis of our identity, a source of knowledge
and experience, containing a lot of information which needs to be deciphered and passed on to future
generations. Urban tourist destinations are distinguished not only by their cultural-historical heritage
but also by the diversity of their cultural landscape. In this regard, Kutaisi has a unique opportunity to
emerge as one of the tourism urban centres in Georgia and bring great benefits to the country. There-
fore, our research aims to evaluate and study Kutaisi as a cultural-tourist urban centre through its nat-
ural and cultural heritage monuments, considering future trends, opportunities and challenges. Based
on the study of the mentioned issues, we tried to identify the city of Kutaisi as an authentic tourist
destination and prove its competitiveness. To achieve the goal and objectives of the research, we were
guided by qualitative research methods and an analysis of statistical information, literature, and publi-
cations within the framework of desk research. We collected data and formulated a set of innovations.
The conducted research theoretical and statistical materials allow us to analyze the development of
the cultural destinations of Imereti to identify the existing tourist potential in the Kutaisi municipality
using the systematic analysis method. By developing and implementing the right destination planning
strategy, Kutaisi will be one of the leading cities in terms of tourist destinations, bringing us economic
benefits in the long term.

KEYWORDS: CULTURAL HERITAGE, IDENTITY, URBAN TOURISM, IMERETI
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INTRODUCTION

The historically formed cultural environment
and cultural heritage define the face of the country
and give each of us special responsibilities inher-
ited from our ancestors. It is the basis that moves
us forward, gives us self-confidence, and defines
our identity. However, we often do not proper-
ly realize these factors. Therefore, we don’t take
care of them properly. Our cultural heritage is a
source of knowledge and experience containing a
lot of information, which needs to be deciphered,
announced and passed on to future generations.

The Faro Convention comprehensively indi-
cates the meaning and importance of cultural
heritage and emphasizes the role of urban tourist
destinations in tourism development. (FARO,2005)
[1]. Urban tourist destinations are distinguished
not only by their cultural-historical heritage but
also by the diversity of their cultural landscape.
In this regard, Kutaisi has a unique opportunity
to emerge as one of the tourism urban centres in
Georgia and bring great benefits to the country.

With the growth of tourism as a global phe-
nomenon, cities are becoming increasingly attrac-
tive to tourists. The city meets the expectations of
the growing flow of tourists, attracting them with
rich and diverse cultural facilities, sports, busi-
ness, and constantly renewed opportunities.

There are interesting and valuable urban tour-
ist destinations in Georgia, distinguished not only
by their cultural-historical heritage but also by
the diversity of their cultural landscape. In this re-
gard, Kutaisi has a special place in the Georgian
urban heritage. (Beridze, 1974) [2]. Therefore, our
research aims to evaluate and study Kutaisi as a
cultural-tourist urban centre through its natural
and cultural heritage monuments, considering fu-
ture trends, opportunities and challenges. Based
on the study of the mentioned issue, it will be
possible to identify Kutaisi as one of the authentic
tourist destinations in Georgia and justify its com-
petitiveness.

To achieve the goal and objectives of the re-
search, we were guided by qualitative research
methods and an analysis of statistical informa-
tion, literature, and publications within the frame-
work of desk research. We collected data and for-
mulated a set of innovations.

44

Based on the comparison and analysis of
numerous archaeological artefacts and written
sources, the question of the origin of the original
clothing on the land and water of Kutaisi, the tran-
sition to production, the development of bronze
and iron metallurgy, urban processes, the topogra-
phy of the city at different stages of development
(outer appearance), connections with the outside
world, fortification, secular and monuments of
cult architecture, the results of the archaeological
research of Bagrat temple. The treasure of Geor-
gian national culture enriched with discoveries is
extremely interesting. They depict the continuous
path that brought Kutaisi to the capital of united
Georgia a thousand years ago (Lanchava, 2015) [3].

When we talk about heritage and tourism, we
should consider that the tourist is primarily inter-
ested in seeing and perceiving the unique char-
acter of the host country and understanding its
cultural heritage, through which he will know the
authenticity and greatness of this country. That is
why, in the 21t century, states, including Georgia,
at the crossroads of Europe and Asia, pay great
attention to developing heritage tourism. In this
regard, Kutaisi, with its 3500-year history, is really
attractive to tourists. People have lived in Kutaisi
and its surroundings since the Lower Paleolithic
period. Dinosaur footprints have been found here,
and even traces of the “Argonauts” in search of
the “Golden Fleece” come to this city. For centu-
ries, Kutaisi was the cultural and political centre
of the country and, from the 8" to the 11" century
- the capital of Georgia. In different eras, it was
referred to by different names - Aya, Kutaia and
Kutatisium. It combines architecturally interest-
ing urban structures, historical centre, unique ar-
cheological monuments, church architecture, and
landscapes of self-made beauty, which, if prop-
erly presented to the tourist, is the best way to
see the connections between cultures; that is why
the urban fabric of Kutaisi can be considered as a
“mixed heritage”. Besides, Kutaisi is the only large
city in Western Georgia with a large development
space. 2400 hectares, on which industry, logistics,
construction, service sector and tourism can be
developed simultaneously [4].

While speaking about the tourism of this city’s
cultural heritage, we must consider the principles
of sustainable development. Based on such an
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approach, a place of tourist destination can bring
significant economic benefits to a city or region.
“Sustainable development of tourism implies
the use and management of all resources, during
which economic, social and aesthetic needs will
be supported with the preservation of cultural
heritage, basic ecological processes and vital re-
quirements” (WTO, UNP, 2005) [5].

MAIN PART

A country or a city is often identified with some
monument or landmark that defines the identity
of that city. For Kutaisi, such is the Ukimerioni Hill,
where the Bagrati Cathedral, a symbol of the unit-
ed Georgia, is located and the Rioni River, or in
antique sources, Phasis, with its white stone bot-
tom, which is visible most of the year and gives
the city a special appeal. The Rioniphenomenon is
pivotal for old Kutaisi because the city is directed
towards Rioni. There, you can see the only secular
building of the 17*" century, “Okros Chardakhi” that
survived from the Imereti Royal Palace complex.
The building has the status of a cultural heritage
monument. (Isakadze R. 2017) [6].

In the first half of the 21t century, as a result
of the restoration of the city centre implemented

Diagram 1.

by the central government, Kutaisi presented its
European beauty. Tourists have the opportunity to
feel the authenticity of the city not only through
the classic and modernist style architecture but
through crooked paths, homestead-type build-
ings spread over the hills, which are hidden in the
greenery, the bridges over the Rioni, stone-paved,
cobbled streets, the hospitality of family hotels,
delicious cuisine available in the chamber-type
cafe-bars and restaurants.

The cultural landscape of Kutaisi is attractive
for tourists with a variety of monuments of both
church and secular architecture (the well-known
Bagrat Cathedral, Gelati Academy and Monastery
Complex, the Mtsvanekhvavila Pantheon of public
figures, the remains of the Imereti kings’ residence
and fortress-wall on Uimerion Hill, Geguti Royal
Hall - Georgian secular special monument of ar-
chitecture, Jewish synagogues, etc.) in Kutaisi, the
monuments of natural and material architecture
are combined in such a way that they become one
fabric and give the historical part of the city an
authentic beauty.

Kopitnari International Airport, from which
flights to Europe and Middle and Far East coun-
tries are carried out, made the city attractive for
tourists. This allowed us to receive tourists from
the Eastern civilization, which is a completely new
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page and a great challenge in the history of Geor-
gian tourism. 2023 was a historic year for Kutaisi
International Airport. Last year, the passenger flow
of Davit Agmashenebeli Airport increased by 103%
compared to 2022 and served 1,671,017 passengers
(2022: 822,486 passengers). In terms of the num-
ber of flights, 2023 was also a record year for Ku-
taisi airport. Kutaisi International Airport served
5,040 flights in January-December 2023, which is
57% more than in the same period of 2022 [7].

Since Georgia attracts tourists in all four sea-
sons of the year, their distribution varies accord-
ing to the country’s regions. Statistical studies of
tourist flows in Georgia, parameters related to the
number of tourists, their distribution by countries
and cities, and the visitors’ goals are interesting.
International travel makes a significant contribu-
tion to the development of the country’s economy.

In 2023, the number of arrivals of international
non-resident travellers in the territory of Georgia
equalled 71 million, which is 30.3 per cent higher
compared to the previous year’s data. Most of the
incomes, 45.5 per cent, were made by travellers of
the 31-50 age group [8] (See Diagram 1).

Tourists actively travel to the regions of Geor-

Diagram 2.

gia, diagram 2 presents the statistical data of dif-
ferent parts and the number of Visits By Region.
Tourists actively travel to the regions of Georgia,
diagram 2 presents the statistical data of different
parts and the number of Visits By Region. Accord-
ing to the data of the DMO Imereti Information
Center, in 2023, most of the tourists who visited
their centres were from Poland, followed by Ka-
zakhstan, the United Arab Emirates, Germany, Lat-
via, and Russia (See Diagram 2).

The Department of Statistics of Georgia dis-
tinguishes tourists according to the purpose of
their visit; the groups formed by them are recre-
ation and leisure (tourists who come for vacation),
business and professional (tourists who come on
a business trip), treatment (tourists who come to
health resorts) other purpose (tourists who visit
friends and relatives. (The chart shows the num-
ber of visits by goal) (See Diagram 3).

It turned out that the Imereti region is the
most interesting for local tourists. The character-
istics of domestic travellers are slightly different
from those of international travellers. The three
most frequently visited places are Thilisi, Kutaisi
and Batumi [9] (See Diagram 4).
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Diagram 3.
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Despite great efforts, we believe that the city's
tourism potential is still not fully exploited. First,
we must understand that so far in our country and
Kutaisi in particular, few wealthy tourists have
arrived. The main flow of tourists is the middle
class, so we should direct our tourism potential to
satisfy this segment. The religious factor should
also be taken into account. Muslim tourists are
less interested in our religious monuments, so we

Diagram 4.
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should offer them secular architecture and natu-
ral monuments, such as the caves on the outskirts
of Kutaisi or the nearby canyons with their mag-
nificent beauty. There is a lot of work to be done
in this regard.

Kutaisi is a seasonal city, tourism is active from
March to the end of October. Recently, the number
of visitors has increased considerably. Still, much
effort is needed to make the city attractive for

DISTRIBUTION OF THE MONTHLY AVERAGE NUMBER OF VISITS MADE BY THE GEORGIAN RESIDENTS OF
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them and make tourists more informed about the
city’s tourism potential.

CONCLUSION

Tourism is vital for Kutaisi, and infrastructure
development is of great importance; as you know,
since the second half of the 19" century, the city
was bypassed by the railway, and it became a dead
end. This has been supplemented by a major tran-
sit highway that also bypasses the city. In such a
situation, the opening of Kopitnar airport became
a lifeline for Kutaisi. The airport turned tourism
into an important economic resource of Kutaisi. If
the city’s tourism potential can be properly man-
aged, it will allow us to create jobs, attract foreign
investment, improve local infrastructure and help
raise the profile of the country and the city.

However, many factors need to be solved. In
particular, logistical problems include insufficient
parking space at the airport and in the city of Ku-
taisi, which is one of the hindering factors in tour-
ism development.

It should be noted that the role of Imereti Re-
gional DMO is big on the management, marketing,
development and success of the city’s destination
as a tourism centre, though the local authorities
should develop strategies that will realize the de-
mands of the government and other stakeholders.

For this purpose, cultural heritage should become
part of a unified local (municipal) spatial planning
plan.

We have to consider that the government, pub-
lic, private and non-governmental sectors should
be actively involved in developing tourism policy.
Their involvement in the processes will allow us to
objectively assess the current situation and devel-
op plans in a specific (cultural) direction in short-
term and long-term dynamics.

Through grant projects, it is possible to adver-
tise different heritage areas and make them known
to foreign markets. That is why there is a need for
more educational programs related to the protec-
tion of cultural heritage, conducting training for
young people, and promoting the development
and modernization of the scientific research sys-
tem of the cultural sector.

It should be noted that Kutaisi, as one of the
outstanding cultural-urban centres of Western
Georgia, is an attractive place with its history, so-
cio-cultural and tourist opportunities, and with
proper management and economic calculations,
it will be possible to create a new niche in the in-
ternational tourism market.

It is necessary to develop and implement a
detailed annual marketing strategy for the tourist
destination of Kutaisi, to present the target mar-
kets' priorities, clearly define the activities, and
determine the success evaluation measures.

REFERENCES:

1. FARO. (2005). Council of Europe Framework Convention on the Value of Cultural Heritage for Society.
2. Beridze, V. (1974). Kutaisi, Bagrati Cathedral. Old Georgian Architecture, Tbilisi. http://saunje.ge/index.

php?id=883&lang=ru [Last Access: 25.05.2024].

3. Lunchava, O. (2015). Archeology of Kutaisi. National Agency for the Protection of Cultural Heritage of

Georgia, Kutaisi State Historical Museum, Kut.

4. History of Kutaisi. https://georgia.travel/ka [Last Access: 29.05.2024].
WTO, UNP. (2005). https://www.wto.org/ [Last Access: 25.05.2024].
Isakadze, R. (2017). Kutaisi Historical-Architectural Muzeum-Reserve, National Archives of Georgia, Ku-

taisi State Historical Museum. Thilisi.

7. https://www.gbc.ge/news/statistic [Last Access: 29.05.2024].

8. www.geostat.ge [Last Access: 24.05.2024].

National Statistics Office of Georgia. https://www.geostat.ge/en [Last Access: 25.05.2024].

48

SMOIXNDIBNS ©Y 60B6ILO #17, 2024



http://saunje.ge/index.php?id=883&lang=ru
http://saunje.ge/index.php?id=883&lang=ru
https://georgia.travel/ka
https://www.wto.org/
https://www.gbc.ge/news/statistic
http://www.geostat.ge
https://www.geostat.ge/en

3XMOYNBIBNY LY 00B6ILN #17, 2024 GLOBALIZATION AND BUSINESS #17, 2024

This research [PHDF-21-4839] has been supported
by the Shota Rustaveli National Science Foundation
of Georgia (SRNSFG)

https://doi.org/10.35945/gb.2024.17.004

STRATEGIES FOR MITIGATING FINANCIAL LEAKAGE:
MAIN DIRECTIONS OF GEORGIA’S TOURISM
INDUSTRY

MARIAM SHARIA

Ph.D. student, Ivane Javakhishvili Thilisi State University, Georgia

Abstract. Tourism is a vital economic driver for countries worldwide, fostering growth and diversi-
fication across various sectors. However, the issue of financial leakage poses a significant challenge,
particularly for countries heavily reliant on imports. This article delves into the strategic direction
required to mitigate financial leakage in the Georgian tourism industry. The study identifies rural and
gastronomic tourism as promising avenues for addressing this challenge through a comprehensive
methodology encompassing in-depth interviews, statistical analysis, and literature review. By lever-
aging Georgia’s diverse culinary heritage and distinctive cuisine, these alternative tourism forms pro-
mote local products and services and offer tourists authentic experiences. The research underscores
the growing global preference for authentic and unique tourism experiences, aligning with the shift
towards locally sourced, high-quality offerings. Through strategic initiatives focused on rural and gas-
tronomic tourism, Georgia can differentiate itself as a leading destination while ensuring equitable dis-
tribution of tourism benefits within local communities. This study contributes to the broader discourse
on sustainable tourism development, emphasizing the importance of local resources, traditions, and
community involvement in shaping the tourism landscape.

KEYWORDS: TOURISM VALUE CHAIN, FOOD TOURISM, RURAL TOURISM

1. INTRODUCTION

The tourism industry is important for a coun-
try’'s economy as a significant revenue generator
and a catalyst for broader economic development.
The tourism sector has the potential to stimulate
growth and diversification across various eco-
nomic fields. Tourism is a diverse industry that
connects hospitality, transportation, entertain-
ment, and local services. It contributes to job cre-
ation, infrastructure development, and economic

GLOBALIZATION AND BUSINESS #17, 2024

prosperity through collaborations with other sec-
tors. Tourism provides employment and boosts
the market for locally sourced goods, fostering
economic diversification and rural advancement
in developing countries and mountainous regions
(Sharia, 2019:98) [1]. That's why tourism is consid-
ered a tool to address poverty in developing coun-
tries. Nevertheless, doubts and criticisms have
been raised about the supposed link between
tourism growth and poverty reduction (Giampic-
coli, 2014:1667) [2].
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The tourism industry’s effort to cater to visi-
tors’ requirements leads to an increased demand
for various products and services in the market,
ultimately driving the growth of various economic
sectors. This is expected to positively impact the
country’s overall economic strength. However, in
countries reliant on imports with undiversified
economies highly dependent on tourism, where
the industry heavily relies on imported goods, it
gives rise to the issue of financial outflow (Sharia,
2023:208) [3].

International researchers consider financial
leakage a major issue for developing countries.
UNEP references a report conducted in Thailand
and other countries, which reveals that approx-
imately 70% of tourist expenditures exited Thai-
land via foreign-owned establishments such as
airlines, hotels, tour operators, and imported
food and beverages. Leakage estimates for simi-
lar developing countries are around 80% for the
Caribbean region and 40% for India (Giampicco-
i...2017:3) [4].

As a state reliant on imports, rather than the
tourism sector energising different sectors of the
economy within the country and being reinvest-
ed in various activities domestically, a significant
portion of the funds garnered from tourism exit
Georgia and are utilised in the economies of im-
porting countries (Sharia, 2023:218). This financial
leakage significantly challenges Georgia’s tourism
industry’s sustainability and economic growth.

Lately, there has been a shift in tourist prefer-
ences towards alternative forms of tourism. This
may have been influenced by discovering novel,
previously unexplored destinations and interest
in destinations prioritising local customs, history,
ethics, and unique culture. Consequently, cultural
diversity is seen as a way to enhance the experi-
ences of increasingly adventurous tourists seek-
ing fresh encounters (Lopez-Guzman...2011:69) [5].
From the viewpoint of developing nations, sus-
tainable tourism can be considered as encourag-
ing a more inclusive, fair, culturally and environ-
mentally suitable approach to tourism growth.
By adopting strategies that prioritise community
participation, poverty alleviation, and the conser-
vation of natural and cultural heritage, developing
countries can ensure that the benefits of tourism
are distributed equitably among the local com-
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munities and that negative impacts are minimised
(Giampiccoli, 2014:1668).

The Georgian tourism industry has the poten-
tial to contribute significantly to economic devel-
opment and sustainable tourism. By implementing
rational strategies to mitigate financial leakage,
the industry can retain a larger share of tourist
spending within the country and ensure that local
communities and the economy benefit from tour-
ism-related activities. Therefore, the article’s main
question is: What should be the strategic direction
of the Georgian tourism industry to reduce/miti-
gate financial leakage?

2. METHODOLOGY

This article is based on several stages of re-
search conducted as part of a doctoral thesis,
“Main Directions of Special-Territorial Planning of
Sustainable Development of Tourism Value Chain
on the Example of Georgia”.

In 2020-2021, in-depth interviews with ex-
perts and structural surveys of accommodation
were conducted. A purposive sampling method
was used for in-depth interviews with experts to
determine the share of Georgian products in the
total purchases made by accommodations. The
study also explored changes in this share over re-
cent years and assessed whether Georgian prod-
ucts meet quality standards, competitive pricing,
quantity, stability, and safety. The accommodation
survey primarily aimed to identify the key product
categories within the accommodation value chain
and assess the proportion of Georgian products in
each category.

In 2022, statistical information was processed.
To confirm the survey and in-depth interview find-
ings, data on importing and exporting key prod-
ucts within the accommodation value chain was
obtained from the National Statistics of Georgia.
The analysis involved over 20,000 inputs using
HS4 product codes.

In 2023, additional in-depth interviews were
conducted with representatives of guest houses
and small hotels to find strategies for mitigating
financial leakage. These interviews aimed to gath-
er insights and perspectives from tourism busi-
nesses in Georgia on how they address the issue
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of financial leakage within the industry.

In 2023-2024, we use a comprehensive liter-
ature review approach. This method involved
systematically gathering and analyzing existing
scholarly works, research articles, reports, and
other relevant sources about the subject matter.
The review process entailed meticulous examina-
tion and synthesis of key findings, trends, theo-
ries, and methodologies from the selected litera-
ture. Efforts were also made to critically evaluate
the sources’ credibility, reliability, and relevance
to ensure a robust review. This methodological
approach enabled a thorough understanding of
the current state of knowledge, gaps in research,
and emerging themes related to the strategic di-
rection of the Georgian tourism industry and its
implications for mitigating financial leakage.

MAXQDA was used to process and analyze the
qualitative information, and Excel for quantitative
data.

3. RESULTS AND DISCUSSION
3.1. The result of empirical studies and
statistical analysis

The country’s tourism value chain is a very
complex issue; therefore, within the scope of this
study, the topic was narrowed down to the study
of the value chain of accommodations. A quanti-
tative survey and expert interviews identified 22
primary product categories within the accommo-
dations value chain: 1. Accommodation appliances
and furniture; 2. Cleaning products; 3. Disposable
amenities and items; 4. Building materials; 5. Al-
cohol; 6. Mineral and freshwater; 7. Juices; 8. Sugar
and confectionary additives; 9. Canned foods and
jams; 10. Food oil and butterfat; 11. Flour; 12. Spic-
es and pepper powder; 13. Coffee and tea; 14. Fruit
and dried; 15. Nuts; 16. Potatoes; 17. Vegetable;
18. Cereals and legumes; 19. Fish and seafood; 20.
Dairy products; 21. Egg; 22. Meat.

The combined trade balance for these 22
product categories stands at a deficit of — 468886
thousand U.S. dollars. Out of the total, only eight
groups demonstrate a positive trade balance: al-
cohols, mineral and freshwater, juices, spices and
pepper powder, fruit and dried, nuts, potatoes,
and eggs (Sharia, 2023:2014).
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A negative trade balance of the main prod-
uct groups involved in the accommodation val-
ue chain indicates financial leakages received
through tourism. It is essential to identify the stra-
tegic directions for tourism in the country. This will
maximize the incorporation of local products and
services into the tourism value chain, ultimately
reducing financial leakage.

The in-depth interviews revealed that local
small hotels, family-owned hotels, and concept
hotels are more willing and able to integrate local
products as much as possible than large branded
and international hotels. Representatives of small
local hotels understand that using local products
enhances their prestige and helps them position
themselves well in the market. For international
brand hotels, the most important thing is that the
purchased product is economically profitable in
terms of price and quality, and the product’s or-
igin is of no less importance to them. Empirical
studies have shown that Georgian products often
cannot compete with imported products regard-
ing price, quality, and supply stability.

Expanding and strengthening local produc-
tion will undoubtedly increase the share of local
products in the tourism value chain. In light of the
current situation, exploring existing opportunities
for reducing financial leakage within the tourism
industry is intriguing. That is why we explore the
types of tourism that imply and innovate the use
of local products and services.

3.2. Literature Review - Alternative Types of
Tourism

The increasing importance of mass tourism has
come under examination and faced significant crit-
icism. Meanwhile, alternative approaches to tour-
ism development, which are believed to offer im-
proved outcomes for development, particularly in
developing countries, have been put forward. As a
result, alternative types of tourism have garnered
attention since the 1980s (Giampiccoli, 2014:1667).
These alternative concepts emphasise sustain-
able development, community engagement, and
minimising negative environmental and local cul-
tural impacts. Various forms of alternative tourism
have been evaluated in different ways. Alternative
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approaches to tourism have been proposed, such
as pro-poor tourism, responsible tourism, fair
trade tourism, ecotourism, and community-based
tourism. A notable distinction between CBT and
other alternative forms of tourism is based on
voluntary self-regulating frameworks adhering to
a specific set of principles. In contrast, CBT is not
a self-regulating voluntary process. Unlike main-
stream tourism, which operates from outside the
community, CBT originates within the community,
with ownership and management vested within
the residents (Giampiccoli...2016:3) [6].

In the scientific works, next to the types of al-
ternative tourism, sustainable tourism types are
also found; the following main ones are distin-
guished: ecological tourism, ecotourism or green
tourism, soft tourism, rural tourism, equitable
tourism, solidarity and responsible tourism (Juga-
naru...2008:798-801) [7].

International researchers widely discuss com-
munity-based tourism, but since we currently do
not have the level of decentralisation in gover-
nance in Georgia that would facilitate this type
of tourism, we will not discuss it in detail within
the scope of this article. Instead, we will focus on
other types of tourism that are more relevant to
mitigating financial leakage in Georgia’s tourism
industry, namely agro-tourism and food tourism.

Gastronomy has not traditionally been seen
as a key attraction for tourists in the past, but it
is now increasingly recognised as an important
aspect of tourism. It serves as a significant draw
for visitors and can cultivate loyal travellers. Gas-
tronomy tourism presents opportunities to inte-
grate local food systems into tourism, fostering
economic development and meeting the specific
demands of customers or tourists. Furthermore, it
can be regarded as a sustainable form of tourism
that supports local producers and stimulates the
local economy. The bond between tourism and
gastronomy is substantial; while eating is a ne-
cessity for travellers, gastronomy enhances their
overall travel experience by contributing to its
quality (Kyriakaki... 2013:2) [8].

To mitigate financial leakage in the tourism
industry, one main strategy is to focus on devel-
oping and promoting gastronomy tourism. This in-
volves showcasing local cuisines, promoting food
experiences, and highlighting the unique aspects
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of gastronomy that can only be found in a partic-
ular destination. By embracing gastronomic tour-
ism, destinations can attract visitors seeking au-
thentic culinary experiences. To mitigate financial
leakage in the tourism industry, one main strategy
is to focus on developing and promoting gastron-
omy tourism.

Exploring the unique flavours of different re-
gions has been attributed to various terms in lit-
erature, including food tourism, cuisine tourism,
culinary tourism, gastronomy tourism, and taste
tourism. Defining gastronomy as a form of travel
is complex and has been approached by several
authors. However, they generally agree on two
main points: that gastronomic activities can be
the primary reason for travel or support it, and
that these activities must offer an exceptional and
memorable experience. Recent research indicates
a shift in tourist preferences over time. It appears
that tourists are interested in visiting significant
cultural, historical, and environmental sites and
seeking out new elements, such as culinary re-
sources, when exploring a destination (Kyriaka-
ki...2013:3). In simple terms, gastronomy helps
highlight what makes a place special by letting
tourists experience its culture and connect with
its history, traditions, and heritage.

Experiencing the local cuisine in a specific
location is a significant activity for tourists and
plays a key role in their choice of destination and
intention to revisit (Nevin, 2019:1) [9]. In interna-
tional scientific literature, there are many studies
on the relationship between specific food char-
acteristics of a region and food tourism or how
a particular dish represents a tourist destination.
For example, Dr. Francesc Fusté-Forné discusses in
detail the development of cheese tourism in Valle
de Roncal, Spain. According to him, cheese tour-
ism has recently attracted growing attention from
scholars and is considered a niche area within
food tourism. Cheese landscapes are an emblem
of rural identity and are key in attracting tourists
to specific destinations. Food tourism involves ex-
ploring a location’s distinctive cultural and nat-
ural aspects through its culinary traditions, par-
ticularly emphasising lesser-explored areas such
as rural, natural, and mountainous settings that
safeguard age-old customs. Food tourism involves
exploring a culture through its cuisine. Gastron-
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omy tourism focuses on understanding, experi-
encing, and savouring the culinary traditions of
a specific region. The unique landscapes, cultural
practices, local products, cooking techniques, and
traditional dishes all contribute to the distinct
gastronomic identity of a destination and form an
essential part of the tourism experiences provid-
ed to guests (Fusté-Forné, 2020:1-2) [10].

In this context, some authors emphasise the
importance of geographical indication. Local food
and products play a significant role in tourism,
with their registration under geographical indica-
tions being crucial for preserving them for future
generations. Geographical indication safeguards
the region’s culture, traditions, customs, touristic
assets, and cultural heritage while promoting sus-
tainability. Therefore, items registered with geo-
graphical indications significantly contribute to
tourism development (Pamukcu...2021:1) [11].

In the article “The Role of a High-quality
Restaurant in Stimulating the Creation and De-
velopment of Gastronomy Tourism”, the authors
discuss the role of Michelin-star restaurants. Mi-
chelin-star restaurants attract a lot of media cov-
erage and customers, contributing significantly
to the local economy. For example, the three-star
Michelin restaurant El Celler de Can Roca empha-
sises its principles and philosophy connected to
the region, drawing in many tourists. Food and
wine play a crucial role in modern-day living and
have emerged as key contributors to the growth
of tourism and a unique market segment (Meneg-
uel...2018:220-221) [12].

Since cultural factors influence dietary pat-
terns and traditions play a role in bolstering na-
tional identity, scholars consider traditional and
regional cuisine integral to a nation’s cultural her-
itage. They argue that local products are an es-
sential part of the destination’s cultural heritage
for tourists and reflect the region’s cultural traits
(Gonda... 2021:94-95) [13].

3.3. Discussion
On the one hand, we have a situation where
the types of tourism that create an authentic and

unique experience are becoming increasingly pop-
ular in the international tourism industry. Talking
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about local products has become popular nowa-
days. There is increasing opposition, particularly
within the food industry, to the negative economic,
social, environmental and cultural impacts of glo-
balisation and free trade. The food industry is un-
dergoing significant changes with a shift towards
mass-produced foods using industrial methods
and high-quality premium category foods. Local
and seasonal products are gaining renewed appre-
ciation, and the traditional knowledge associated
with their production has evolved into a valuable
asset. As a result, creating local products and pro-
moting their sales on a large scale could incentivise
tourism, gastronomy, and rural development. Intro-
ducing local products to the market while empha-
sising their purchase and consumption has become
fashionable (Gonda...2021:92).

On the other hand, we have a diverse and rich
Georgian cuisine with a distinctive cultural identi-
ty and history. Also, from the groups of products
involved in the tourism value chain of Georgia, the
products representing the agriculture and food
industries have a positive trade balance. In the in-
depth interviews conducted for the study, repre-
sentatives of local small hotels and guesthouses
expressed awareness of the benefits of using lo-
cally sourced products. They believe that doing so
makes their services more distinctive and attrac-
tive. By incorporating local products into their of-
ferings, small hotels and guesthouses in Georgia’s
tourism industry can differentiate themselves and
appeal to visitors seeking authentic experiences.

In light of the critical analysis of the literature
review and Georgia's potential in alternative types
of tourism, two strategic directions emerge: rural
tourism and gastronomic tourism/food tourism.
These incorporate local products and services into
the value chain and help reduce financial leakage.

Both international and local researchers agree
that food is one of the defining characteristics of
tourism. They recognised that one-third of tour-
ists’ complete vacation expenditure and acknowl-
edged that tourist preferences for food could
even dictate entire destination choices (Li...2019:1)
[14]. Georgian cuisine is a top attraction for
international visitors to Georgia and reflects the
country’s unique features as the birthplace of
wine and home to diverse ethnographic regions.
Historically, each region expressed its authentici-
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ty through dress, architecture, and food tradition,
with modern times preserving gastronomy most
effectively. The distinctive geography of Georgia—
encompassing alpine and subtropical zones—has
given rise to an impressive culinary tradition.
Georgian cuisine features specific products found
in the Caucasus region, leading to globally re-
nowned dishes. It is a prominent expression of
the country’s ancient and rich culture, reflecting
regional natural resources that have shaped dis-
tinct ethnic food traditions regarding ingredients
used, cooking methods employed, and frequency
of meals consumed (Meladze, 2015:222, 224) [15].

In various parts of the world, numerous suc-
cessful examples of destinations and tourist ser-
vices are developed around products unique to
specific regions. For example, Spain and “oleo
tourism” (olive oil tourism) encompass a range of
experiences centred around the production and
culture of olive oil. These activities may involve
tours of olive groves, visits to historical and mod-
ern mills during the olive harvest, scenic routes
like those found in wine tourism, and opportuni-
ties for tasting olive oils and local dishes where
olive oil plays a prominent role. Thus, “oleo tour-
ism” incorporates diverse cultural pursuits related
to nature, heritage, environment, and regional tra-
ditions (Folgado-Fernandez... 2019:2) [16].

Because Georgia is a homeland of wine, Geor-
gia’s ancient tradition of winemaking is an Intan-
gible Heritage of Humanity, and we have marvel-
lous cuisine; the country can be a leading “brand
destination” in the food tourism field worldwide.

Food tourism is very closely linked with rural
tourism. Both of them allow tourists to experience
the authentic flavours of a destination and feel
the local atmosphere fully. Therefore, strength-

ening rural and food tourism in Georgia’s tourism
industry can play a crucial role in mitigating finan-
cial leakage by promoting local products and ser-
vices involving local populations, resources, and
customs.

4. CONCLUSION

In conclusion, the evolving landscape of the
international tourism industry underscores a
growing preference for authentic and unique ex-
periences, particularly evident in the rising inter-
est in local products. Simultaneously, there is a
discernible shift within the food industry towards
locally sourced, high-quality offerings, reflecting a
broader opposition to the adverse impacts of glo-
balization. Georgia’s rich culinary heritage, with its
diverse and distinctive cuisine, presents a valu-
able asset in this context, offering an authentic
taste of the country’s cultural identity and history.
By integrating local products into the tourism val-
ue chain, particularly within rural and gastronom-
ic tourism initiatives, Georgia can not only differ-
entiate itself as a destination but also mitigate
financial leakage by promoting local economies
and preserving cultural traditions. Drawing par-
allels with successful examples from around the
world, such as Spain’s “oleo tourism,” underscores
the potential for Georgia to position itself as a
leading food tourism destination. Embracing food
and rural tourism as strategic directions aligns
with global trends and presents a promising av-
enue for sustainable development, emphasizing
the importance of local resources, traditions, and
community involvement in shaping the tourism
experience.
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Abstract. This empirical study investigates the implications of the substantial size of central banks’
balance sheets and the potential risks of their gradual normalization. Following the global financial
crisis of 2008, central banks worldwide implemented unprecedented monetary stimulus measures, in-
cluding large-scale asset purchases and unconventional policy tools like quantitative easing (QE). As a
result, central bank balance sheets expanded significantly, reaching historically unprecedented levels
in size and composition. While these measures played a crucial role in stabilizing financial markets and
supporting economic recovery, concerns have arisen regarding the eventual reduction of these bal-
ance sheets and the possibility of disruptive market dynamics. This research examines the challenges
and risks of normalizing central bank balance sheets. Furthermore, it explores the potential occurrence
of “hard landing” scenarios, where sudden reductions in balance sheets could trigger financial market
turmoil and economic downturns. By analyzing historical precedents and theoretical frameworks, this
paper offers valuable insights into the intricate relationship between central bank balance sheets and
the dynamics of financial markets. It provides policymakers and market participants with valuable
perspectives on navigating the path toward monetary policy normalization.
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INTRODUCTION

The aftermath of the 2008 financial crisis
witnessed central banks across the globe im-
plementing unprecedented monetary policy
measures to revive struggling economies. These
measures included large-scale asset purchases
and quantitative easing (QE), which substantially
expanded central bank balance sheets. Although
this expansion played a crucial role in stabiliz-
ing financial markets and stimulating economic
recovery, it has also raised concerns regarding
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the potential risks associated with the eventual
normalization of these excessively large balance
sheets. As central banks now contemplate the
gradual unwinding of their unconventional poli-
cies, the possibility of a “hard landing” becomes
a significant concern. This introduction estab-
lishes the context for examining the implications
of central banks’ oversized balance sheets and
the potential risks they entail. This complex and
urgent issue can be better understood and an-
alyzed by drawing on historical precedents and
theoretical frameworks.
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ACADEMIC CONCEPTS AND SIMPLE REALITY

Before the 2008 financial collapse, the com-
bination of lenient monetary policies and the
widespread use of financial derivatives created
a deceptive perception of continuous economic
growth. This interdependent relationship between
these two factors resulted in a misleading illusion
of stability and prosperity, concealing the under-
lying vulnerabilities within the financial system.

The central banks’ implementation of easy
money policies, which involved lowering interest
rates to stimulate borrowing, spending, and in-
vestment, aimed to foster economic expansion.
However, these policies had unforeseen conse-
quences. The availability of cheap credit sparked
a borrowing frenzy, as individuals and institutions
accumulated substantial debt, assuming they
could easily repay it due to the low interest rates.
Nevertheless, nothing can endure indefinitely, es-
pecially events that are artificially stimulated.

In reality, the economy lacks the extraordi-
nary capacity to absorb and transform such a
vast amount of credit into real economic growth,
particularly when there is insufficient savings to
support consumer demand. To conceal this real-
ity, the financial market has constructed a false
perception of prosperity by excessively relying on
financial derivatives. Financial derivatives, such as
mortgage-backed securities (MBS) and collateral-
ized debt obligations (CDOs), have long been re-
garded as sophisticated instruments whose value
is derived from underlying assets or indices. While
initially designed to manage risk, their intricate
structure and lack of transparency often gave in-
vestors a false sense of security. These derivatives
were bundled and traded as stable, secure assets,

leading to the perception that they were low-risk
investments (See Table #1). However, the complex-
ity of these financial instruments and the utiliza-
tion of subprime mortgages and other unreliable
debts as underlying assets masked the inherent
risks. This complexity and flawed risk assessment
contributed to the eventual downfall (See Table 1).

Applying derivative instruments in the finan-
cial market can create a perception of econom-
ic growth that exceeds that of the real economy.
However, it is crucial to recognize that finance
serves as a means to efficiently allocate resourc-
es for the real economy rather than acting as the
primary source of economic expansion. Finance
plays a vital role in facilitating the effectiveness of
the real economy and deserves a just portion of
economic growth for its invaluable services. The
eventual collision between this illusion and reali-
ty was simply a matter of time.

The financial crisis of 2007-2009 was the culmi-
nation of a credit crunch that began in the summer
of 2006 and continued into 2007. Most agree that
the crisis had its roots in the U.S. housing mar-
ket, although I will later also discuss some factors
that contributed to the housing price bubble that
burst during the crisis. The first prominent signs
of problems arrived in early 2007 when Freddie
Mac announced that it would no longer purchase
high-risk mortgages, and New Century Financial
Corporation, a leading mortgage lender to risky
borrowers, filed for bankruptcy. (Thakor, 2015) [2].

The accessibility of low-cost credit has signifi-
cantly impacted the market, leading to a surge
in the development and exchange of intricate fi-
nancial derivatives. Driven by the allure of high
returns, this phenomenon has fueled unprece-
dented borrowing and speculation. Unfortunately,

TABLE 1. FINANCIAL DERIVATIVES IN THE WORLD (MILLION USD)
Financial derivatives in the world, § milion

Open positions In nominal

Market
1990 2004 2007
Stock trading 2 290.4 46 5921 B 5759
Civerseas trade 3450.3 181 1324 £94 004.0
Taral 57407 227 711 676 579.9

Source: (Khidasheli & Chikladze, 2019) [1].
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FIGURE 1. CENTRAL BANKS' BALANCE SHEET (% OF GDP)
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this self-perpetuating cycle has obscured the true
economic reality, as those involved in the finan-
cial realm have become increasingly disconnect-
ed from the authentic fundamentals. Ultimately,
the 2008 financial crisis could serve as a sobering
wake-up call to the fragility of this facade. When
the housing market experienced a sharp decline
and the true risks associated with financial de-
rivatives were revealed, the intricate network of
unsustainable debt and distorted asset values un-
ravelled, ultimately causing a widespread finan-
cial breakdown.

The 2007-08 credit crunch has been far more
complex than earlier crunches because financial
innovation has allowed new ways of packaging
and reselling assets. It is intertwined with the
growth of the subprime mortgage market in the
United States—which offered nonstandard mort-
gages to individuals with nonstandard income or

GLOBALIZATION AND BUSINESS #17, 2024

credit profiles—but it is a crisis that occurred be-
cause of the mispricing of the risk of these prod-
ucts. New assets were developed based on sub-
prime and other mortgages, which were then sold
to investors in the form of repackaged debt secu-
rities of increasing sophistication. These received
high ratings and were considered safe; they also
provided good returns compared with more con-
ventional asset classes. However, they were not as
safe as the ratings suggested because their value
was closely tied to movements in house prices.
(Mizen, 2008) [3].

The phenomenon of evolution emerges from
introspecting on previous mistakes, but in fi-
nance, it manifests distinctively. In the after-
math of the 2008 financial debacle, artificially
low interest rates were introduced to address
issues fundamentally triggered by the same fac-
tor. Furthermore, conventional academic theo-
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ries were contrived solely to rationalize the no-
tion that the root cause of the crisis would also
function as its “cure”.

ANOTHER ACADEMIC CONCEPT AND THE
SAME REALITY

The extensive discourse and scrutiny of
non-traditional monetary strategies have drawn
focus to the contentious notion of money printing
as a method to foster economic expansion. Never-
theless, a prevalent misunderstanding regarding
these measures is that they bear no consequenc-
es for inflation, coupled with the assumption that
accomplishing a smooth and effective transition
is effortless.

Printing money, often carried out through im-
plementing quantitative easing (QE), involves cen-
tral banks injecting significant amounts of money
into the financial system to boost economic ac-
tivity. While this strategy may result in a tempo-
rary boost, assuming that these measures can be
maintained indefinitely without triggering infla-
tionary pressures is flawed (See Figure 1).

On 1 March, the ECB started quantitative tight-
ening (QT) after eight years of balance sheet ex-
pansion. At the peak in 2022, the Euro system held
monetary policy assets corresponding to around
56% of the euro area GDP. This was substantial

both from a historical perspective and an interna-
tional comparison. The first wave of balance sheet
expansion was a response to the low-inflation en-
vironment prevailing in the aftermath of the euro
area sovereign debt crisis. Between 2014 and 2016,
headline inflation ran persistently below our tar-
get of 2%, averaging just 0.3%. (Schnabel, 2023) [5].

Infusing significant liquidity into the economy
via non-traditional monetary measures entails
the potential hazard of inflation. Although the im-
mediate effect on consumer prices may not be im-
mediately discernible, the surplus money supply
can generate inflationary strains gradually. The
notion of a costless strategy of printing money for
economic advancement overlooks the fundamen-
tal economic principle that continuous monetary
expansion without proportional augmentations in
actual economic production can undermine the
worth of a currency (See Figure 2).

By late 2014, the monetary base had topped
USS$4 trillion. But where was the inflation? It didn’t
happen because people weren't borrowing, and/
or the banks weren't lending. U.S. bank excess re-
serves held on deposit at the Fed had historically
been an even more quaint USS2 billion or less, but
after 2008, they put the flood of cash on deposit
at the Fed, accumulating US$2.6 trillion in excess
reserves by late 2014. This resulted in a declining
velocity of circulation, which neutralized the effect
of the monetary expansion. (McKitrick, 2022) [7].

FIGURE 2. HICP ANNUAL AVERAGE INFLATION RATES (2013-2022)
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INFLATION SNOWBALL

In 2008, Queen Elizabeth II famously asked
the London School of Economics (LSE) professors
about the global financial crisis: “Why did no one
see it coming?” If Charles Ill were following in the
footsteps of his late mother, he would surely ask
a similar question today, but about high inflation.
This question is more compelling for two reasons.
First, before the recent inflation spike to levels not
seen in 40 years, many central banks in advanced
economies were overwhelmingly concerned about
low inflation. Second, they confidently contended
that inflation was transitory and failed to restrain
it even as prices rose rapidly (Shirakawa, 2023) [8].

The global financial crisis profoundly impacted
the world’s markets, resulting in a severe financial
crunch characterized by heightened uncertainty
and a reluctance among investors to take risks.
In response to this crisis, central banks, partic-
ularly the Federal Reserve, implemented uncon-
ventional monetary policies such as quantitative
easing (QE). One of the main goals of QE was to
address the financial crunch by injecting liquidity
into the financial system. This injection of liquidity
aimed to stabilize the financial markets, restore
confidence, and prevent a collapse of the entire
system. As a result of increased uncertainty and a
desire for safety, investors turned to traditionally
safer assets, such as government bonds. Through
QE, central banks actively purchased these gov-
ernment bonds and other financial assets, leading
to a surge in demand for these safe-haven assets.
The heightened demand for safe assets, in turn,
led to lower yields on government bonds.

The lower yields on government bonds had a
cascading effect on the wider economy. It influ-
enced interest rates across the financial spectrum,
including borrowing costs for businesses and con-
sumers. The cost of borrowing remained relatively
low, which encouraged investment and spending.
Furthermore, the financial crunch and the flight
to safety influenced the behaviour of both con-
sumers and businesses. In the face of economic
uncertainties, households prioritised saving over
spending, while businesses adopted a cautious
approach and delayed investment decisions. This
environment of subdued demand further mitigat-
ed inflationary pressures.

GLOBALIZATION AND BUSINESS #17, 2024

Moreover, the preference for holding liquid and
secure assets, driven by seeking safety, contribut-
ed to a lower velocity of money—the rate at which
money circulates in the economy. When money
circulates slowly, it has a dampening effect on
overall demand and, subsequently, on inflation.
However, implementing non-traditional monetary
measures, such as the extensive purchase of as-
sets and the maintenance of low interest rates,
started to have noticeable effects on the econo-
my. As confidence was restored and economic ac-
tivities gained momentum, the surplus liquidity
injected into the financial system began circulat-
ing faster. This accelerated velocity of money and
a stronger demand for goods and services created
favourable conditions for the emergence of infla-
tionary pressures.

Various factors converged to contribute to infla-
tion in the later stages of unconventional monetary
policy. Businesses, buoyed by a more positive out-
look, increased their investments, while consumers
became more inclined to spend. The combination
of heightened demand and a swifter money circu-
lation gradually pushed prices upwards.

The faith and notions about “too big to fail” or
“anticyclical monetary policy” were merely wrong,
and it is an empirical fact, but the truth is that
both cases were predictable. Before 2008, the fi-
nancial derivative market created an illusion that
finances were separated from the real economy
and existed separately. After 2008, the same circus
continued in different formulations about mone-
tary policy’s ability to eliminate recession and the
outcomes of the financial crisis. Figuratively, the
plot is the next: “For filling the hole, we have to dig
dipper”. Therefore, we have Conventional results
of unconventional monetary policy: central banks’
balance sheets are unprecedentedly high, credit
markets are overheated, prices are skyrocketing,
and economic growth is slowing down globally.
The same picture that we had in 2008, but now it
is bigger. (Khidasheli, 2022) [9].

“SOFT LANDING” DILEMMA
After experiencing those peaceful times, when

central bank independence came to be widely
accepted, central banks started to deploy uncon-
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FIGURE 3. THE EFFECTIVE FEDERAL FUNDS RATE,
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ventional monetary policies. There was a some-
what naive assumption that the policy could be
unwound easily enough when necessary. Unfortu-
nately, the world has changed. The environment
that fostered benign supply-side factors is under
attack from many directions: heightened geopolit-
ical risk, rising populism, and the pandemic have
disrupted global supply chains. Central banks now
face a trade-off between inflation and employment,
making unwinding challenging (Shirakawa, 2023).

The prolonged implementation of non-tra-
ditional monetary measures led to inflationary
pressures and posed a significant risk of exces-
sive reliance on the financial sector and the over-
all economy on the “mighty” central banks. This
form of dependence deviates from the principles
of capitalism and market orientation, resulting in
severe price distortion effects that contribute to
the inefficient allocation of resources and the de-
tachment of the financial system from its intend-
ed role as an efficient allocator of resources (See
Figure 3).

Now, in an environment that compels central
banks to raise rates to combat inflation, their goals
of inflation stability and financial stability conflict.
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The reliance of the private sector, especially the
capital markets, on central bank liquidity has led
to financial dominance, in which concerns about
financial stability restrict monetary policy. In such
an environment, monetary tightening could wreak
havoc on the financial sector and further render
the economy vulnerable to even small disturbanc-
es. The extent of financial dominance depends on
whether private banks are sufficiently capitalized
to withstand losses and on the smoothness of pri-
vate bankruptcy proceedings. A well-functioning
insolvency law would insulate the system from
spillover effects from the failure of an individual
institution and make it less likely that a central
bank would feel compelled to bail it out. These
issues make it difficult for central banks to bring
down inflation without causing a recession—and
somewhat undermine their de facto indepen-
dence. (Rajan, 2023) [11].

The above-mentioned academic perspectives
revolve around the predicament central banks
face in determining their rightful position and
role. The extended efforts to “facilitate” stability
within the financial sector yield conflicting out-
comes concerning the allocation of resources, the
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FIGURE 4. SHARE OF US NATION’S WEALTH NET WORTH BY SOCIAL GROUPS

Source: (Petrou, 2021) [12].

influence of market forces, and the disparity in
wealth distribution (See Figure 4).

Yet stopping the postmortem at this point is
probably overly generous to central banks. After
all, their past actions reduced their room to ma-
noeuvre, not only for the outlined reasons. Take
the emergence of fiscal dominance (whereby the
central bank acts to accommodate the govern-
ment’s fiscal spending) and financial dominance
(whereby the central bank acquiesces to market
imperatives). They are not unrelated to central
bank actions of the past few years. (Rajan, 2023).

The emphasis on acquiring assets and main-
taining low interest rates tends to inflate the
values of financial assets, thereby favouring in-
dividuals with substantial holdings. Those with
greater wealth, often characterized by significant
investments in stocks and real estate, witness
a disproportionate increase in their overall net
worth. Consequently, this exacerbates the existing
wealth disparity as the affluent segment benefits
more prominently from the surge in asset prices.

Conversely, the impact of interest rates affects
savers and borrowers in contrasting ways. While
borrowers may relish the advantage of reduced
interest payments, individuals who rely on inter-
est income, such as retirees, may experience a
decline in their earnings. This disparity in income
distribution particularly affects those with fixed
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incomes who heavily rely on interest returns for
their sustenance, thereby contributing to income
inequality (See Figure 4).

In a free-market economy, where there is no
fractional reserve banking practice, the source of
credit resources is savings, temporarily free mon-
ey funds, which, through the banks as the medi-
ators, flow from the savings holders to business
operators in the form of loans. The existence of
savings is, on the one hand, the means for ob-
taining credit resources for business, and on the
other hand, the indicator of the existence of ad-
ditional demand, which should provide support
for economic growth, as well as the application
of the additional issue. Everything changes in the
conditions of a fractional reserve system when the
source of the loan is not real savings but a mone-
tary multiplier (Khidasheli & Chikladze, 2019).

The protracted implementation of non-tradi-
tional monetary policies presents obstacles that
limit the scope for achieving a smooth econom-
ic transition. Although these policies initially aim
to stimulate economic activity and alleviate the
effects of financial crises, their prolonged usage
may give rise to complexities that impede a seam-
less shift toward a more sustainable economic en-
vironment.

The continuation of extremely low interest rates
can contribute to the accumulation of financial im-

65




MIRZA KHIDASHELI

balances. In a low-rate setting, investors, in search
of higher returns, may engage in riskier behaviours,
leading to inflated asset prices. When these imbal-
ances eventually occur, correction can be sudden
and disruptive, making it challenging to orchestrate
a gentle economic landing (See Table 2).

The Fed cannot default or go bankrupt be-
cause it can always create reserves to cover its
losses. Most of the time, the Fed’s earnings on its
balance sheet are positive, and it remits any prof-
its above its operating costs back to the Treasury.
In the case of a loss, the Fed would halt its remit-
tances to the Treasury until it had offset its losses
with subsequent profit. (Sablik, 2022) [14].

The heavy reliance on non-traditional mea-
sures, such as quantitative easing, may distort
market mechanisms. Markets become accustomed
to interventions by central banks, creating a depen-
dency that, when unwound, can result in height-
ened uncertainty and turbulence in the market.
This challenges the central bank’s ability to engi-
neer a gradual and controlled economic transition.

CONCLUSIONS

The 2008 financial crisis profoundly impacted the
global economy, revealing the inherent vulnerabili-
ties present in fractional reserve banking. This prac-
tice, which allows banks to create money through
lending based on only a fraction of reserves, proved
fragile and susceptible to collapse during economic

downturns. Despite this realization, there has been a
lack of meaningful reform to address the fundamen-
tal flaws in the system’s operation.

Instead of tackling the underlying structural
deficiencies, the response to the crisis primari-
ly focused on short-term stabilization measures.
Central bank intervention and accommodative
monetary policies were relied upon as quick fixes
to stimulate economic growth. However, these
policies have only exacerbated the vulnerabilities
within the system. They have encouraged exces-
sive risk-taking and speculative behaviour, lead-
ing to the inflation of asset bubbles and widening
wealth inequality.

Furthermore, the failure to address the struc-
tural issues within the financial system has left us
vulnerable to future crises. The proliferation of
complex financial products, opaque derivatives
markets, and interconnectedness among finan-
cial institutions continue to pose significant risks.
Comprehensive reform is necessary to ensure the
stability and resilience of the financial system.

Printing money is not an effective solution as
it fails to generate or sustain prosperity. In addi-
tion, it disrupts the price function and results in
the misallocation of resources. Fiat money, in and
of itself, cannot be consumed nor directly utilized
as a producer’s good in the productive process.
It is essentially unproductive, serving as dead-
stock that yields no tangible output. According to
Say, commodities are ultimately paid for not with
money but with other commodities. Money simply

TABLE 2. THE ELEVEN MONETARY POLICY TIGHTENING SINCE 1965

Toteal bacis prodnis

Inflalion fea

Tt {infferitoe rade) syexers Liadev Larding hard or sofl?
I Sept. 1965-Nov, 1966 174 Higlve Chuite soft—but was it 2 landing?
2 July 1967-Aug. 198 11 Lanwes Softish
4 Feb. 1972 July 1974 G2 Higlea Hard
q Jam, 1977 =Aps. 1080 1,500 Laower Hard
5 _'||||.'|.' JikHER J.'I.I'I. 1aE] |, (H1% Lower Hard
6 Feb. 1983-Aug. 1984 213 Lower Very saft—but was it a landing?
7 Mar 1988-Ape 1080 326 Higher Likely would have been a soft landing
.4 Diec, HHI‘."I—.'I.EH. 1M, b ] Laower Soft
@ Jan. 19959 uly 20401 191 Saume Sanfrish
1 My M= uly TN 424 Higher Hard=hast mod due to Fed
bLslt. Lovwer Hard—but nod duie 1o Fed

11 Mow 2001 5=]an, 2019
Source: (Blinder, 2023) [13].
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serves as a commonly accepted medium of ex-
change, playing a role solely as an intermediary.
Ultimately, sellers aim to receive other commodi-
ties in exchange for the goods they sell.

The policiesinitially intended to tackle the fun-
damental reasons behind the 2008 financial cri-
sis inadvertently prolonged the cycle of financial
instability and worsened the inherent structural
weaknesses of the global economy. Unconven-
tional monetary measures, such as money print-

ing and aggressive asset acquisitions, may have
offered temporary respite, but they ultimately fell
short of addressing the underlying problems as-
sociated with the fractional reserve system. Going
forward, policymakers need to acknowledge the
constraints of such approaches and shift their at-
tention toward implementing sustainable reforms
that foster financial stability, accountability, and
long-term economic resilience.
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Abstract: This study aims to identify the factors influencing the use of e-banking services among

clients of Algerian banks. To this end, a theoretical model was proposed based on the technology ac-
ceptance model (TAM) and the concept of electronic word of mouth (eWOM). To validate the variables
of the proposed model in the Algerian context, we conducted a qualitative study using semi-structured
interviews, which were carried out with 17 clients from various cities across Algeria, including those in
the east, west, north, and south of the country. The data collected were subjected to thematic content
analysis using a constructivist research approach. The results revealed significant effects of perceived
usefulness, perceived ease of use, perceived trust, and electronic word-of-mouth (eWOM) on the use
of e-banking services among clients of Algerian banks. The results also uncovered other variables that
are expected to have a significant effect on e-banking use in Algeria, namely perceived costs and per-
ceived service quality.
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1. INTRODUCTION

The use of technology in modern banking ser-
vices, known as e-banking systems, enhances
banking performance, impacts productivity, and
reinforces the intention to use these technolo-
gies in the digital age (Fatonah et al., 2018, p. 13)
[1]. Designated by other terms, such as internet
banking, electronic banking, tele-banking, mobile
banking, etc. (Hasan et al., 2010, p. 3) [2]. The evolu-
tion of e-banking has put an end to endless queues
in front of different bank counters, as the internet
now allows for multiple banking transactions from
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anywhere and at any time (Ataya & Ali, 2019, p. 6)
[3]. Moreover, in developed countries, many finan-
cial transactions are conducted through electronic
money (Anouze & Alamro, 2020, p. 11) [4]. Like other
developing countries, the Algerian banking sector
has made colossal efforts over the past two de-
cades (Bellahcen & Latrech, 2020, p. 6) [5]. These
efforts have vyielded results since 2023 with the
circulation of 10.712133 interbank cards, of which
70% were active, and the establishment of 3.030
ATMs and 38.144 POS machines for merchants (GIE-
Monétique, 2023) [6]. Despite the progress made by
the banking sector to keep up with the rapid pace

71




RACHID MANSOUR, MOKHTAR TAHRAOUI

of innovation and ICT worldwide, the use of e-bank-
ing in Algeria is still in its early stages compared to
the density of the national economic fabric (Bel-
lahcene & Mehdi KHEDIM, 2016, p. 4) [7]. This has
been proven by the numbers provided by the Eco-
nomic Interest Group, where only 2.204.836.081,42
DZD of transactions per bank card were carried out
in 2023. This is a very small number considering a
population of 44.6 million inhabitants and a GDP
per capita of around 2,568 dollars in 2023, accord-
ing to the IMF (2023).

In contrast to this situation, it would be crucial
to investigate with clients of Algerian banks the
factors likely to influence their use of electronic
banking services, namely, Algeria has made a re-
markable leap in the development of electronic
banking systems during the past two decades. A
wide range of research studies worldwide have
been interested in this subject, aiming to demon-
strate the effect of different determinants influ-
encing clients’ use of e-banking.

Previous research concerning the adoption of
e-banking has utilized prominent innovation adop-
tion theories, such as the technology acceptance
model (TAM) (Salloum & Al-Emran, 2018) [8], with its
two pivotal variables. We note that perceived ease
of use was identified as a key factor in the study by
Sarkam et al,, (2021), p. 6 [9], and perceived useful-
ness in the study by Kurnia et al,, (2010). p. 11 [10].
Likewise, in Algeria, the studies by (Bellahcen & La-
trech, 2020, p. 9) [11] confirmed the effect of perceived
ease of use and perceived usefulness on the adop-
tion of e-banking, as well as the Theory of Planned
Behavior (TPB) (Hanafizadeh et al,, 2014, p. 2) [12] in
which behavioural intention is a significant determi-
nant of the use of information systems. While their
findings identify various factors responsible for the
limited adoption of e-banking, a consensus has yet
to be reached on the specific variables that influence
e-banking adoption, and results vary depending on
the location, context, and timeframe (Bellahcene &
Latreche, 2023, p. 6) [13]. Moreover, the issue has not
been extensively explored in the broader context of
developing countries and, more specifically, in the
case of Algeria.

Henceforth, the aim of this research is to ex-
amine the principal factors that influence the
use and adoption of electronic banking services
among Algerian bank customers. More precisely,
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this study puts forth, tests and validates an all-en-
compassing theoretical framework for customer
adoption of e-banking by incorporating both, the
Technology Acceptance Model (TAM) and the the-
ory of planned behaviour (TPB).

The subsequent sections of this paper are or-
ganized as follows: Section two provides a litera-
ture review. Section three puts forward the con-
ceptual framework. Section four elucidates the
research methodology employed in this study.
Section five presents the findings. Lastly, section
six concludes the work and suggests avenues for
future research.

2. LITERATURE REVIEW

Electronic banking services have been defined
by (Daniel, 1999, p. 4) [14], as providing banking
services to customers via the Internet. The same
researcher has defined them as an information
service where banks provide certain banking ser-
vices via the Internet (Sheikh & Rahman, 2020, p.
9) [15], describes e-banking as all banking activi-
ties that can reduce customers’ different expenses
when they can access their accounts without vis-
iting bank branches. At this stage, the researchers
have directed their attention to technology adop-
tion, drawing upon several theories, among which
the most well-known is the theory of reasoned
action (TRA) (Fishbein & Ajzen, 1975, p. 19) [16]. The
technology acceptance model (TAM) (Davis et al,,
1989, p. 7) [17]. The theory of planned behaviour
(TPB) (Ajzen, 1991, p. 3) [18], and the unified the-
ory of acceptance and use of technology (UTAUT)
(Viswanath Venkatesh et al., 2003, p. 6) [19].

In recent times, there has been significant ac-
ademic interest in adopting electronic banking,
with many researchers, such as Roy et al., (2017),
p. 9 [20], integrating the technology acceptance
model. The analysis indicates that the level of ac-
ceptance of internet banking among customers is
influenced by two critical factors - perceived ease
of use and external risk. On their part, Gharaibeh
et al., (2018), p. 11 [21] employed a mixed-method
approach to the Unified Theory of Acceptance and
Use of Technology (UTAUT 2) to demonstrate that
the acceptance of mobile banking services is signif-
icantly and positively influenced by factors such as
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mass media, trust, effort expectancy, performance
expectancy, facilitating conditions, and social influ-
ence. However, it was observed that there was no
significant relationship between hedonic motiva-
tion and the adoption of mobile banking services
in the Malaysian context. Similarly, Martins et al.,
(2014) [22] used the UTAUT model to understand the
main determinants of internet banking adoption in
the Portuguese context. The findings provide sup-
port for certain relationships posited by the UTAUT
model, including performance expectancy, effort
expectancy, and social influence, as well as the sig-
nificance of risk as a stronger predictor of inten-
tion. Furthermore, Ahmad et al., (2020), p. 9 [23] ex-
amined the current usage of e-banking through the
Technology Acceptance Model (TAM). The study’s
findings demonstrate that e-service quality has a
positive impact on perceived usefulness, perceived
ease of use, and intention to use e-banking, while
perceived usefulness has a positive effect on at-
titude towards using e-banking and behavioural
intentions to use e-banking. Alalwan et al., (2015)
[24] employed an extended TAM model by including
two external variables, namely perceived risk and
self-efficacy, to investigate customers of the Jor-
danian bank. The findings indicate that perceived
usefulness, perceived ease of use, and perceived
risk significantly influence behavioural intention.
On the other hand, Anouze & Alamro, (2020), p. 10
[25] introduced confusion between the TAM and
TPB models in testing the intention to use elec-
tronic banking services. The data analysis shows
that several key factors, such as perceived ease of
use, perceived usefulness, security, and reasona-
ble pricing, emerge as barriers to the intention to
use e-banking services in Jordan. To explore the in-
tention to use m-banking, Thanh D. Nguyen et al,,
(2019), p. 5[26] integrated electronic Word of Mouth
(e-WOM) into the TAM model. Based on the research
findings, it can be inferred that e-WOM holds a
predominant position within the structural model
of the intention to adopt mobile banking. On the
other hand, in the United Arab Emirates, Salloum &
Al-Emran, (2018), p. 8 [27], expanded the Technology
Acceptance Model (TAM) by incorporating the trust
factor to study the use of electronic payment ser-
vices among students. The findings from the em-
pirical study indicate that trust plays a significant
role in predicting perceived usefulness, perceived
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ease of use, and adoption of e-payment. Moreover,
perceived ease of use is a crucial factor influencing
perceived usefulness and adoption of e-payment.
Employing the modified Technology Acceptance
Model (TAM) in an under-researched Zambian con-
text, Mwiya et al,, (2017), p. 3 [28] explored how the
perceived usefulness, perceived ease of use, and
trust (in terms of safety and credibility) of e-bank-
ing technology impact its adoption. The results in-
dicate that the perceived usefulness, ease of use,
and trust each have a significant positive influence
on the attitude towards electronic banking. In Al-
geria, Mansour et al,, (2022), p. 6 [29] incorporat-
ed socio-demographic factors into the TAM model
to predict the factors influencing the adoption of
e-banking among clients of Algerian banks. The
results revealed that gender moderates the influ-
ence of perceived usefulness and perceived trust
on e-banking adoption and that profession mod-
erates the relationship between perceived ease of
use and e-banking adoption.

There is a low level of internet user penetra-
tion in developing countries, as a result, many
individuals prefer traditional methods (such as
personal contact) for obtaining financial services
when conducting business, which could account
for the low adoption rate of online banking (Anou-
ze & Alamro, 2020, p. 9) [30]. In Algeria, the use
of e-banking still remains in the embryonic stage
(Bellahcene & Mehdi KHEDIM, 2016, p. 4) [31].

3. PROPOSED MODEL

To identify the factors likely to influence the
use of e-banking services among Algerian bank
customers, an integrated model combining the
Technology Acceptance Model (TAM) and the The-
ory of Planned Behavior (TPB) was constructed.

Based on previous studies, TAM, originally pro-
posed by Davis (1986), p. 6 [32], aims to provide
verification and explanation of the determinants
of acceptance and use of information technolo-
gies. Over the past two decades, the Technology
Acceptance Model (TAM) has been the most com-
monly employed framework among researchers in
the field of information systems and has amassed
substantial empirical evidence (Bellahcene & La-
treche, 2023, p. 11) [33]. Therefore, the conceptual
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model proposed in this study includes all factors
adopted by TAM. Then, and in addition to the TAM,
our model was based on TPB.

The theory of planned behaviour (TPB) (Ajzen,
1991, p. 13) [34] represents an expansion of the
Theory of Reasoned Action (TRA) developed by
Lai, (2017), p. 8) [35], which was deemed necessary
due to the TRA’s limitations in accounting for be-
haviours that are not completely under individu-
als’ voluntary control. In the theory of planned be-
haviour, similar to the original theory of reasoned
action, the individual’s intention to perform a par-
ticular behaviour is a central factor (Ajzen, 1991,
p. 6) [36]. Building upon this, we have augmented
our proposed model by including the behavioural
intention factor to predict the adoption of elec-
tronic banking services. In addition, our proposed
model incorporates e-WOM and perceived trust, in
addition to the TAM and TPB. Accordingly, the re-
search model contains five main factors affecting
e-banking use, figure (1).

Electronic Word-of-Mouth (e-WOM): as de-
fined by Thanh D. Nguyen et al., (2019), p. 9 [37]
represents the dynamic and continuous process
of exchanging information among potential, actu-
al, or past consumers regarding a product, service,
brand, or company, which is available to a multi-
tude of people and institutions via the internet.
e-WOM is also an extraordinary tool for free com-
munication about services or products and has
become an interesting research topic for manag-
ers on social media (Nguyen et al., 2019, p. 11) [38].

This variable has been discussed in several stud-
ies, such as the study by (Augusto & Torres, 2018, p.
7) [39], which focuses on e-WOM in the banking in-
dustry context, as well as the study by(Petrovic et
al., 2021, p. 8) [40], which examines the influence of
electronic word-of-mouth on the use of m-banking.
From there, we propose the following hypotheses:

H1a: eWOM will affect the perceived usefulness
of behavioural intention to use e-banking among
clients of Algerian banks.

H1b: eWOM will affect the perceived ease of
use of the behavioural intention to use e-banking
among Algerian banks’ clients.

H1c: eWOM will affect the perceived trust in
the behavioural intention to use e-banking among
Algerian banks’ clients.

As previously stated, the original TAM is based
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on two main variables:

Perceived usefulness: Defined by (Davis, 1989,
p. 4) [41] as a measure in which a person believes
that the use of a technology should increase work
performance. This arises from the definition of
the term “useful”: “capable of being used advan-
tageously”. (Farrell & Petersen, 1982, p. 8) [42].
The IS community has also conducted extensive
research providing evidence of the significant im-
pact of perceived usefulness on usage intention
(Mansour et al., 2022, p. 4) [43]. Thus, we have test-
ed the following hypothesis:

H2: Perceived usefulness will have a positive
effect on the behavioural intention to use e-bank-
ing among clients of Algerian banks.

Perceived ease of use: Defined as the measure
in which a person believes technology can be used
without significant effort (Viswanath Venkatesh et
al., 2003, p. 9) [44]. Previous research on the adop-
tion of e-banking has established that consumers’
attitudes towards e-banking adoption are signifi-
cantly influenced by their perception of ease of
use (Sarkam et al., 2021, p. 8) [45]. Consequently,
we propose the following hypothesis:

H3: Perceived ease of use will have a positive
effect on the behavioural intention to use e-bank-
ing among clients of Algerian banks.

According to the TAM, these two variables de-
termine the intention to use, which determines
the behaviour of using technology. Over the past
two decades, numerous studies have tested the
TAM, demonstrating the positive influence of per-
ceived usefulness and perceived ease of use on
the adoption of information technologies in gen-
eral and e-banking in particular (Bellahcene & La-
treche, 2023, p. 11) [46].

The research model introduced a third inde-
pendent variable: perceived trust. Gefen et al,
(2003), p. 2 [47] defined trust as the affection re-
flecting a sense of security towards another party.
Doney & Cannon, (1997), p. 6 [48] suggested that
perceived trust is a complex concept in marketing
and social psychology. Moreover, several studies
using the TAM have emphasized the importance
of the trust concept in using ICT. Therefore, the
fourth hypothesis of this model was formulated
as follows:

H4: Perceived trust will have a positive effect

SMOIXNDIBNS ©Y 60B6ILO #17, 2024




RESEARCH OF GLOBAL SOCIAL-ECONOMIC AND BUSINESS ENVIRONMENT

FIGURE (1): THE PROPOSED MODEL
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Source: (Viswanath Venkatesh & Davis, 1996, p. 7)

on the behavioral intention to use mobile banking
among clients of Algerian banks.

Behavioural intention: The Theory of Planned
Behavior (TPB), posit that adoption behaviour is
driven by behavioural intentions which are a func-
tion of an individual’s attitude and the influence
of external factors (Hanafizadeh et al., 2014, p. 8)
[49]. Behavioural intention measures the strength
of one’s willingness to exert effort while perform-
ing certain behaviours (Lee, 2009) [50]. TAM sug-
gests that two specific beliefs perceived ease of
use and perceived usefulness, determine one’s
behavioural intention to use a technology, which
has been linked to subsequent behaviour (Viswa-
nath Venkatesh, 2000, p. 6) [51].

H5: Behavioral intention positively influences
the use of e-banking among clients of Algerian
banks (See Figure 1).

4. RESEARCH METHODOLOGY

According to relativists, people who belong
to different social classes and ethnic groups ex-
perience the same reality differently. This is why
we chose a constructivist research approach that
acknowledges a subjective epistemology and rel-
ativist ontology.

GLOBALIZATION AND BUSINESS #17, 2024
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To validate the proposed variables in the Al-
gerian context and identify any potential new
variables, an exploratory qualitative survey was
conducted with bank customers, randomly se-
lected from several cities across Algeria, namely
the provinces of Tlemcen, Ain-Temouchent, Si-
di-Bel-Abbés, Oran, Algiers, El-Bayad, M’sila, and
Khenchla.

The construction of the Interview Guide, also
known as a grid or framework, the interview guide
represents “the inventory of themes to be ad-
dressed during the interview and data that, at
some point in the exchange, will be the subject of
intervention by the investigator if the interviewee
does not address them spontaneously (Marie et
al., 2016, p. 13) [52].

An interview guide was developed based on
previous research on “The use of electronic bank-
ing services”. During this process, measurement
tools — including the reliability of coding used in
previous studies — were used to evaluate the pro-
posed conceptual model.

To avoid biased information that may result
from a misunderstanding of the questions by re-
spondents, the interview guide was tested on a
small sample of two (2) respondents who were
interviewed face-to-face. This allowed us to mod-
ify our question framework appropriately, avoid
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poorly worded questions, and address them ac-
cordingly. It should also be noted that the appel-
lations of some constructs adopted in our model
were modified in our interview guide, using syn-
onyms to facilitate perception by the interviewees.

5. DATA ANALYSIS TECHNIQUE

To address the research question, the collect-

ed data was subjected to the following techniques:

e Descriptive analysis using Nvivo 10 to

highlight the characteristics of the sample;

e Thematic content analysis, also on

Nvivo 10, involves frequency coding of

words to identify repetitive and similar

words referencing the variables in our

proposed conceptual model. Additionally,

a description of coding words was used

to link expressions with keywords to

obtain reliable support for confirming our
proposed model.

Sample Characteristics and Description:

Initial contact with the respondents was made
through various methods, such as phone, email, or
Facebook, to explain the purpose of the interview
the project goal, obtaining prior agreement to
record the interviews, scheduling appointments,
and agreeing on the location of the interview. The
constructed interview guide covered seventeen
(17) interviewees from all over Algeria, including
the East, West, North, and South regions. The only
requirement was that interviewees be users of
e-banking services, regardless of the degree of
their usage.

As shown in Table 02, the age of the respon-
dents ranged from 24 to 48 years old. The majority
of the respondents (6 persons) were managers in
the public sector, while the rest consisted of two
(4 persons) PhD students, two (2 persons) branch
managers, three (3 persons) managers in insur-
ance, one (1 person) retired and one (1 person) un-
employed. With regards to their domiciliary banks,
we observed that the interviewees had no prefer-
ence between public banks such as BEA, CPA, BDL,
BNA, BEA, CNEP, or Algérie poste, and multination-
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al banks such as AGB, TRUST BANK, and SGA. The
seventeen interviewees used at least one bank.
Regarding the number of e-banking services used,
we noticed that there is only one interviewee who
uses a single electronic banking service, while the
others use between two and five services. Regard-
ing their city of residence, we found that four (&)
respondents lived in Tlemcen, while the remain-
ing respondents were dispersed, with only one re-
spondent residing in each of the following cities:
Ain-Temouchent, Sidi-Belabess, Oran, Alger, M’si-
la, El-bayadh, or Khenchla (See Table 1).

However, we observed an average interview
duration of thirty-eight (38) minutes, conducted in
various locations and recorded by several means
and in different modes, either face-to-face or on-
line, as shown in Table 2 below (See Table 2).

6. RESULTS
6.1. Trustworthiness of qualitative findings:

The trustworthiness or rigour of a study is de-
termined by the level of confidence in the data,
interpretation, and methods used to ensure its
quality. For a study to be considered credible by
readers, researchers must establish the necessary
protocols and procedures for each study (Connel-
ly, 2022, p. 11) [53]. To do so, we conducted a cod-
ing reliability test as follows”.

Coding Reliability Test:

We performed a data coding operation during
this stage by categorizing them into significant
words or phrases related to the research question.
In a qualitative study, coding reliability refers to
the stability of the coding, and it helps to verify
if the coding rules are unambiguous (Allard-Poe-
si, 2003, p. 16) [54]. This coding reliability test was
implemented through the steps proposed by (Al-
lard-Poesi, 2003, p. 17) [55].

Coding stability or intra-evaluator reliability:
when the same coder codes the data repeatedly.
To do this, we performed several coding operations
several times, with consistent results, which con-
firmed the accuracy and reliability of the coding.

Coding reproducibility (or inter-coder reliabil-
ity ICR): The extent to which the coding produc-
es the same results when different people code
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TABLE 1: SAMPLE CHARACTERISTICS

E-BANKING
PROFESSIONAL TOWN OF
INTERVIEWS SEX AGE SITUATION DOMICILIARY BANKS SEIIJ!;IIIE(IZ)ES RESIDENCE
Interviewee 1 Male Lty Manager in insurance BEA, TRUST BANK 1 Tlemcen
Interviewee 2 Male 27 PhD Student AGB, Algérie Poste 4 Tlemcen
Interviewee 3 Male 37 Branch Manager CPA 2 El bayadh
Interviewee 4 Male 38 Branch Manager CPA, BNA, BEA 4 Tlemcen
Interviewee 5 Male 36 Manager in the public CPA, Algérie poste 5 Tlemcen
sector.
Interviewee 6 Male 33 Manager in insurance BEA, AGB, CNEP 3 Oran
interviewee 7 Male 48 Retired SGA, Algérie Poste 2 Sidi Belabes
Interviewee 8 Male 36 Manager in insurance CPA, Algérie poste 4 Tlemcen
Interviewee 9 Male 26 Manager in the public CPA 3 M’sila
sector.
Interviewee 10 | Male 43 PhD Student BDL, Algérie Poste 3 Khenchla
Interviewee 11 Male 28 Manager in the public BNA, Algérie Poste 3 Alger
sector.
Interviewee 12 Male 29 Manager in the public| TRUST BANK, Algéria 5 A i n
sector. Poste office Temouchent
Interviewee 13 Female |26 PhD Student Paysera bank 5 Tlemcen
Interviewee 14 Female |32 Manager in the public Trust bank 3 Oran
sector
Interviewee 15 | Female |28 Manager in the public Algéria Poste office 3 Alger
sector
Interviewee 16 | Female |24 Unemployed Algéria Poste office 2 Alger
Interviewee 17 Female |25 PhD Student BEA 4 Tlemcen

Source: By researchers based on Nvivo10 outputs

the same data. A high level of ICR demonstrates
that the coding is both reliable and replicable,
which therefore strengthens evidence that the re-
sults of a qualitative study are scientifically valid
(MacPhail et al., 2016, p. 8) [56]. To pass this test,
we handed our data to another researcher, “PhD
student”, who performed an independent coding.
A similarity test was then conducted using the
Nvivo 10 software, which allowed us to assess the
reliability of our data coding, with a similarity ex-
ceeding 85%.
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6.2. Thematic analysis approach

This study employed a qualitative approach
to thematic analysis. Thematic content analysis is
centred around identifying recurring patterns or
themes across the entire dataset and is a wide-
ly utilized technique for qualitative data analysis
(Braun & Clarke, 2006, p. 3) [57]. The first step of
analysis involved open coding, an important pro-
cess of breaking down the data into units (Jin &
Hurd, 2018, p. 7) [58]. Therefore, we opted for two
coding approaches to clarify our content analysis.
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TABLE 2: CHARACTERISTICS OF THE INTERVIEWS

DURATION
INTERVIEWS RECORDING EQUIPMENT OF THE | LOCATION OF THE | IMODE OF THE
INTERVIEW

Interviewee 1 Smartphone OPPO F1 26,44 mins | Tlemcen Face to face
Audacity

Interviewee 2 Smartphone OPPO F11 41,57 mins | Tlemcen Face to face
Audacity

Interviewee 3 Smartphone OPPO F11 42,06 mins | Tlemcen Online
Audacity

Interviewee 4 Smartphone OPPO F11 40 mins Tlemcen Face to face
Audacity

Interviewee 5 Smartphone OPPO F11 44,06 mins | Tlemcen Face to face
Audacity

Interviewee 6 Smartphone OPPO F11 39,58 mins | Oran Face to face
Audacity

Interviewee 7 Smartphone OPPO F11 31,34 mins | Sidi Belabes Face to face
Audacity

Interviewee 8 Smartphone OPPO F11 33,03 mins | Tlemcen Face to face
Audacity

Interviewee 9 Smartphone OPPO F11 3511 mins | Tlemcen Online
Audacity

Interviewee 10 Smartphone OPPO F11 3410 mins | Tlemcen Face to face
Audacity

Interviewee 11 Smartphone OPPO F1 46,28 mins | Tlemcen Online
Audacity

Interviewee 12 Smartphone OPPO F11 4418 mins | Ain Temouchent | Face to face
Audacity

Interviewee 13 Smartphone OPPO F11 41,22 mins | Tlemcen Online
Audacity

Interviewee 14 Smartphone OPPO F11 39,58 mins | Tlemcen Online
Audacity

Interviewee 15 Smartphone OPPO F11 34,20 mins | Tlemcen Online
Audacity

Interviewee 16 Smartphone OPPO F11 31,06 mins | Tlemcen Online
Audacity

Interviewee 17 Smartphone OPPO F1 40,04 mins | Tlemcen Face to face
Audacity

Source: By researchers based on Nvivo10 outputs.

6.2.1 Coding by word frequency
Each coding process begins with the prepara-
tion of the corpus. This preparation involves work-
ing on the corpus and its indexing (Gavard-Perret
et al., 2008, p. 11) [59]. Following Quivy and Van
Campenhoudt (1995), p. 12 [60], we first coded the
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relevant data for the research during the data col-
lection phase. The first form of coding involved
selecting all sources from the corpus, including
all interviews and attributes, and searching for re-
petitive keywords with unlimited word count and
a maximum word length of four (04) letters. The
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goal of this step is to avoid overwhelming the re-
searcher with the richness of information present-
ed in the analysis corpus (See Table 3).

Emerging from the first coding, we unveiled
a significant list of keywords (Table 3), which can
serve as the basis of our content analysis and con-
firm our research model. These words were shared
either multiple times within a single interview or
across all interviews, confirming the shared sim-
ilar ideas among the interviewees regarding the
different factors discussed, which can influence
the use of online banking services.

It is essential to note that some constructs, as
cited in the literature and theories, were replaced
in our interview guide based on their understand-
ing by the interviewees. As observed by (Frédiric,
1996, p. 8) [61], “even with rigorous coding proce-
dures, the researcher intervenes in the actor’'s own
language by transforming the discourse’s form”.
Hence, it was necessary for us to integrate similar

TABLE 3: CODES

names for our variables to facilitate maximum un-
derstanding among the interviewees.

6.2.2. Coding by text frequency
(Categorization):

BARDIN (1977) [62] defined the unit of analysis,
which can be a word, the meaning of a word or
group of words, a whole sentence, sentence frag-
ments such as “subject/verb/object,” one or sev-
eral paragraphs, or an entire text. To better illus-
trate the frequency coding of words, we deemed
it necessary to move to a phrase-based coding
method in relation to all the codes demonstrated
in Table 3 above. This method aims to highlight
and identify expressions related to codes to have
broader and more indicative confirmation sup-
port to validate our proposed research model.
Table 4 below shows a description of the codes
(See Table 4).

INTERVIEWS | E-BANKING | TRUST | EASE | USE | (= WOV OR | ADVANTRGEOR | COSTS: | quauiry
Interviewee 1 5 2 0 1 2 0 1 2
Interviewee 2 6 7 1 2 2 4 1 1
Interviewee 3 8 4 1 7 2 1 1 1
Interviewee 4 14 3 0 0 1 0 1 1
Interviewee 5 1 2 0 4 3 2 1 3
Interviewee 6 5 4 0 3 3 0 1 2
Interviewee 7 1 1 1 2 4 0 2 1
Interviewee 8 5 2 0 2 3 1 1 0
Interviewee 9 10 2 1 4 4 0 1 1
Interviewee 10 | 1 2 0 4 3 0 1 2
Interviewee 11 | 2 2 1 2 3 1 1 2
Interviewee 12 | 6 3 1 1 2 3 1 1
Interviewee 13 | 9 2 1 2 1 2 1 1
Interviewee 14 | 5 1 0 4 5 2 1 2
Interviewee 15 | 3 2 2 2 3 1 1 1
Interviewee 16 | 6 3 2 1 1 2 3 1
Interviewee 17 | 8 2 3 1 0 1 2 1
Total 104 44 14 42 42 20 21 23

Source: Resulting from Nvivo10’s word frequency coding

GLOBALIZATION AND BUSINESS #17, 2024
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Referring to Table 4 above, sentence encoding
has provided a significant analytical framework
for each of the keywords listed above. To extract
salient points, randomly selected sentences from
the corpus were used.

Main theme 1: e-banking use

Regarding the concept of e-banking, all in-
terviewees repeatedly mentioned that electronic
banking services are of immense importance and
necessary for daily life. For example, one respon-
dent stated, “I think it is now obligatory to use
e-banking services given all the advantages they
can provide”.

TABLE 4: THE DESCRIPTION OF THE CODES

It was also discovered that the concept of us-
age is significant for all interviewees, which was
mentioned 42 times. Almost all of the sentences
referred to usage, particularly regular usage, some-
times even intense usage, and only a few times lim-
ited usage by electronic bank customers. Moreover,
one of the interviewees noted that is good to avoid
human contact through the use of e-banking, but
the quality of the services still needs improvement”.

Main theme 2: Technology acceptance
Regarding the concept of usefulness or advan-

tage as evoked by the interviewees, all respon-
dents admit that electronic banking services are

CODES

THE SENTENCES ENCODED IN RELATION TO THE KEYWORD

E-banking

e There are interesting and functional e-banking services available in Algeria.
e Let's be logical, e-banking services play a huge role in everyday life.
e For me, e-banking is very necessary, | can withdraw money through ATMs whenever | need to.

Trust

e E-banking services are not always trustworthy.
e Trust is relative, | cannot fully trust online banking services.
e Itis a great advantage that we can trust a machine (ATM).

Ease

e Yes, they play an important role in my life as they make daily tasks easier.
e E-banking is important for making life easier.
e The first advantage is the facilitation of daily financial transactions.

e Personally, | am very limited in the use of these services in my daily life.

Use

e Undoubtedly, we will reach a more advanced stage in the use of electronic banking systems.
e There is no reason to stop using electronic banking services.

Social Medias
(ewom)

e Certainly, social media can be a means of negative or positive influence on the use of electronic banking
services.

e Social media have a very high degree of influence on internet users.

o | think that social media have a noticeable impact and can influence e-banking users in both positive
and negative ways.

Advantage or
Usefulness

e | can check my account at any time, either through ATMs or my smartphone or computer, which is a real
advantage.

e A major advantage is that it saves on travel, time, effort, and even expenses.

e In my opinion, these applications are of great usefulness, representing a significant advantage for me.

Costs or fees

Transaction fees are never verified, and they can be inflated without us being able to realize it.
Other banks offer better services in terms of costs compared to my bank.
| would have liked them to stop generating fees for current accounts like mine.

Services'
quality

e It is good to avoid human contact through the use of e-banking, but the quality of the services still
needs improvement.

e The quality of e-banking services in Algeria still needs to be improved.

e | compare the electronic services offered by my bank, with those of others banks, and | see that they
offer better services in terms of quality compared to my bank

Source: By researchers, based on Nvivo10 outputs.
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indispensable for the user’s daily life, which is why
they listed many advantages regarding electronic
banking services, each according to their degree
of usage and integrity in information systems. Ex-
ample: I can check my account and credit at any
time, either from ATMs or from my smartphone or
computer, and it is a real advantage.

Ease of use of electronic banking services
was mentioned by half of the interviewees, not-
ing that this factor can contribute to users’ in-
tention to adopt e-banking, especially since re-
spondents have varying degrees of IT proficiency.
Therefore, it is justifiable that not everyone finds
ease of use important when using e-banking ser-
vices. For example, one respondent said, “I find
banking applications on my mobile very useful
for daily life. It makes payment for products and
services easier”.

The concept of Trust was found to be very in-
fluential, as it was presentin all randomly selected
sentences and was mentioned by all interviewees.
Some customers trust electronic banking services
completely, while others prefer to be more cau-
tious and have relative trust instead of complete
trust. For example, one respondent stated, “Trust
for me is relative, | cannot completely trust elec-
tronic banking services”.

Main theme 3: Electronic word of mouth
(e-WoM)

Called upon by “social media” in the inter-
view guide to facilitate its perception, electronic
word-of-mouth (e-WOM) was very significant for
this study. Sometimes negative, sometimes pos-
itive, but most of the time, playing a mixed role,
having both a positive and negative influence on
electronic banking clients, and it varies depend-
ing on the personality or social orientation of the
internet user. Example: They have a very signifi-
cant effect, whether positive or negative, | think
that social media can influence e-banking users
through all the stories we hear about on the inter-
net regarding this Rind of technology.

However, besides the variables proposed in
the theoretical model, we have identified other
variables influencing customers to use electronic
banking services in Algeria.

Costs and fees were very significant in our
study. This variable was defined by (Nguyen et
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al,, 2019, p. 11) [63] as the level to which an in-
dividual believes that using e-banking will incur
costs. Constantinides (2002), p. 8 [64] as the pos-
sible expenses associated with using ICT, namely
equipment costs, access costs, and transaction
fees. All interviewees mentioned bank charges
(commissions, costs, fees, etc.) at least once. All
respondents complained about the fees, some-
times called exorbitant, especially when the
bank does not clearly communicate these fees
and are automatically deducted during banking
operations (transfer, withdrawal, etc.). In fact,
one interviewee told us that he cancelled his
bank account because of unclear commissions
deducted from his account. Example: | submitted
a request to cancel my account because it gen-
erated many fees without being able to have a
clear picture of these deductions. These results
are consistent with several studies in e-banking,
such as Thanh D. Nguyen et al., (2019), p. 7 [65]
study, in which perceived costs significantly af-
fected the use of m-Banking. Also, in the study
by Anouze & Alamro, (2020), p. 9 [66], reasonable
prices, stand out as the barrier to intention to
use e-banking services in Jordan.

On the other hand, the qualitative analysis has
highlighted the determinant of “Quality”, which
is a significant factor in the use of online bank-
ing services in Algeria. Example: The quality of
e-banking services in Algeria still needs to be im-
proved. It was defined by Venkatesh; Viaswanath
& Davis; Fred D., (2000), p. 10 [67] as the degree to
which an individual believes the system performs
its tasks effectively. In Yaseen & El Qirem’s (2018),
p. 6 [68] study, perceived quality has a vital impact
on the behaviour intention in an electronic con-
text, which is adequate with our results. Similarly,
Naik et al., (2010), p. 8 [69] found that dominant
dimensions of service quality directly influence
behaviour intention and consumer satisfaction
(See Figure 2).

7. DISCUSSION AND IMPLICATIONS
7.1. Discussion
This qualitative study attempted to confirm

the factors listed in the Technology Acceptance
Model of Davis, (1989), and possibly discover oth-
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FIGURE 2: STRUCTURAL MODEL
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er factors influencing the adoption of electronic
banking services among Algerian bank customers.
Like other researchers, such as Thanh D. Nguyen
et al,, (2019), p. 9 [70] we confirm in our proposed
model the influence of electronic word-of-mouth,
perceived usefulness, perceived trust, and per-
ceived costs on the use of electronic banking ser-
vices by Algerian bank customers. However, per-
ceived ease of use was found to be less influential
among Algerian bank customers, unlike Salimon
et al., (2017), p. 4 [71] study, which classified ease
of use as crucial for use and considered banking
services to be easy to use if the user expends lit-
tle physical and mental effort compared to other
proposed factors. Furthermore, our results were
aligned with the findings of Salloum & Al-Emran,
(2018), p. 11 [72], who were able to confirm the
significant influence of perceived usefulness and
perceived trust among electronic payment users.
The results also support Kurnia et al., (2010), p. 7
[73] study conducted in China, which confirmed
that customers’ lack of trust seriously impedes
the growth of e-banking.

Similarly, our results were in agreement with
those of Petrovic et al., (2021), p. 4 [74], who con-
firmed the influence of electronic word-of-mouth
(eWOM) on the intention to use mobile banking.
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The results of Luarn & Lin, (2005), p. 8 [75] like
ours, also confirmed the influence of perceived
costs on the intention to use e-banking. Based
on an inductive qualitative survey conducted
throughout Algeria, the results showed that using
e-banking is determined by several factors. Such
as the perceived ease of use adopted in the mod-
el, perceived usefulness adopted in the original
TAM model by Davis et al., (1989), as well as per-
ceived trust taken into account in several studies,
such as Garin-Mufoz et al., (2019) p. 9 [76] study.

7.2. Academic implications

This study provides significant academic con-
tributions to the literature on technology adop-
tion and acceptance. Firstly, our study proposes
an extended theoretical model that integrates a
fusion of the Technology Acceptance Model and
Theory of Planned Behaviour with the extension of
two variables that we deemed potential: namely,
e-WOM and perceived trust. All of these variables
were tested on a sample of customers in the Al-
gerian context as a developing country. Secondly,
this study aimed not only to validate the proposed
variables but also to open the field of appearance
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to other variables that may be significant for Alge-
rian bank customers, such as perceived trust and
perceived costs. Thirdly and finally, our qualitative
study adopted a thematic content analysis, which
is a crucial tool for addressing many scientific
questions in the field of ICT that may have been
taboo for statistical analysis on the one hand and,
on the other hand, to form a platform for a possi-
ble quantitative study in the same context.

7.3. Managerial Implications

On the managerial side, the findings will pro-
vide researchers with a broader view of factors
that may influence the use of electronic services
provided by Algerian banks. Important insights
from this qualitative study have emerged, forming
an ideal platform for future, more precise quan-
titative studies. Firstly, the perceived ease of use
and perceived usefulness factors extracted from
Davis’ (1989) original TAM model were confirmed
in this study for clients operating in a developing
banking sector. These factors have a crucial im-
pact on Algerian e-banking users. Perceived trust
and perceived costs modified in the technology
acceptance model have also proven their impact
on the use of electronic banking services by Al-
gerian clients. On the other hand, the electronic
word-of-mouth (eWOM) factor was also deemed
significant for e-banking users in Algeria. For IT
managers, the results suggest studying the er-
gonomics of all available e-banking channels in
the country and ensuring they are easy to use and
useful for users. This can be achieved by launch-
ing demonstration campaigns through videos on
banks’ official websites, on social media, as well
as in bank waiting rooms, and by investing in ad-
vertising in this sense. Secondly, Algerian clients
will adopt e-banking services only if they believe
they are equipped with all security measures. The
lack of a reliable and robust system for manag-
ing financial transactions can affect clients’ trust
in this system. On the other hand, the Algerian
banking sector must pay attention to the costs de-
manded from clients to benefit from the system,
as this is a young society that is very careful about
understanding and using IT. Finally, Algerian banks
must take their interaction with clients on social
media and all electronic platforms seriously, as

GLOBALIZATION AND BUSINESS #17, 2024

the influence of electronic word-of-mouth can be
fatal for potential or prospective clients. There-
fore, it would be clear to involve bank managers
to salvage the image of the banks (GBADEBO, 2016,
p. 3) [77].

8. LIMITATIONS AND CONCLUSION

Despite the interesting contributions this study
provides, it is not without limitations. On the one
hand, using qualitative survey data on a restricted
number of respondents does not provide defini-
tive evidence. Therefore, quantitative and longi-
tudinal studies, which establish causality through
the temporal precedence of constructs, are need-
ed to justify the validity of the proposed model
and the relationships among the constructs. On
the other hand, the sample size of the qualitative
study is relatively small; thus, a quantitative study
is strongly recommended to boost the statistical
power of the results (Champely & Verdot, 2007, p.
14) [78]. Finally, the data were collected in Algeria,
and the generalizability of the results to other de-
veloping countries may be limited.

This study examined the factors that influence
customers’ use of electronic banking services in
Algeria, namely ease of use, perceived usefulness,
perceived trust, perceived costs, behavioural in-
tention, and electronic word-of-mouth (eWOM).
This paper proposes a modified model of the
Technology Acceptance Model (TAM). The results
and contribution open an interesting avenue for
future research, particularly quantitative studies
in Algeria and developing countries in general.
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Abstract: The solution of the main problems of the innovative development of the national econ-

omy directly depends on the attractiveness of foreign investments. In this study, the relationship be-
tween privatization, foreign direct investment, and economic growth is examined. In the analysis part,
fully modified Least squares (fmols) and canonical cointegrating regress (CCR) tests, which show the
cointegration rate, causal relationship, and correlation, were applied for statistical data reflecting the
annual time series between 1996-2021. According to the results of the study, according to the FMOLS
test results, it was concluded that a 1 percent increase in GDP led to 1.924,866 percent in privatization,
and a 1 percent change in privatization led to a 0.906129 percent change in GDP. It also found that a 1
percent increase in privatization led to a 0.080900 percent (0.1811919 percent per CCR) increase in for-
eign direct investment. According to the CCR test, a 1 percent change in foreign direct investment also

led to a 0.893101 percent change in privatization.

KEYWORDS: PRIVATIZATION, FOREIGN DIRECT INVESTMENT, ECONOMIC GROWTH, FMOLS TEST,

CCR TEST

INTRODUCTION

The addressed topic is mostly relevant in
post-Soviet and other countries where the state
owns a large share of the economy. Studying the
results of this process, conducted at a high rate
in the former Soviet countries about 30 years
ago, may create opportunities for generating new
ideas and hypotheses for both economic science
and appropriate political decision-making.

The key goal of privatization, i.e., transforming
state property into private one, is to save finan-
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cial resources and create a ground for more fruit-
ful activity. Privatization as a way to implement
economic reforms is a condition for strengthen-
ing the market mechanisms in the economic sys-
tem. It increases the efficiency of the economy
and the state budget revenues, creates conditions
for healthy competition, and reduces the state’s
share and intervention in economic processes and
the state’s burden in business modernization.
Privatization creates opportunities for ex-
panding the operation of market mechanisms in
economic regulation by strengthening the role of
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private property in the economic system. Howev-
er, to ensure the desired outcome of this process,
the country’s institutional environment should
meet many conditions.

How does privatization affect the inflow of
foreign direct investment in technologically back-
ward countries rich in natural resources? Can it
support economic growth in the country?

The choice of Azerbaijan’s economy as a re-
search object to answer these questions is not
accidental. One of the former Soviet republics,
Azerbaijan, faced serious difficulties after gaining
independence in 1991. The country commenced
building a socially oriented market economy and
started privatization. At that time, the country’s
foreign economic relations, determined by the
communist ideology, were destroyed, and various
areas of the economy experienced a sharp crisis.
Processing and agrarian sectors suffered the most
from such a situation. Considering that state bod-
ies had neither formed market institutions nor
regulatory experience at that time, we can say
that in Azerbaijan, privatization proceeded un-
der unique conditions. The almost non-existent
government bodies could not provide businesses
with the required support. The economic conse-
quences of privatization under such conditions
are of particular interest.

In this context, the research objective analyzed
the relationship between privatization, foreign di-
rect investment, and economic growth in Azerbaijan.

LITERATURE OVERVIEW

The analysis of privatization and economic
growth shows contrasting and sharply diverging re-
sults. These differences may be caused by the tech-
niques implemented and the databases used. How-
ever, considering the fundamental differences in the
institutional and economic structures of countries in
the models may also significantly affect the relation-
ship between privatization and growth.

The analysis of the relationship between
FDI and economic growth using data from 2003
to 2009 for 129 countries has shown that it is in
all countries. However, FDI contributes more to
low-income countries than high- and middle-in-
come ones (Jawaid and Raza, 2012) [1].

GLOBALIZATION AND BUSINESS #17, 2024

Another study analyzed the impact of foreign di-
rect investment, portfolio investment, and the 2008
global financial crisis on economic growth in de-
veloping countries and its sustainability and found
that foreign direct investment increased economic
growth in developing countries. This result approves
the policy of developing countries to increase and
stimulate foreign direct investment. Portfolio invest-
ment with short-term capital inflow in developing
countries was not found to be associated with eco-
nomic growth. The exchange rate and unemploy-
ment are other factors affecting economic growth in
developing countries. The exchange rate negatively
affects economic growth. The appreciation of the
exchange rate and the depreciation of the national
currency led to worsening expectations and uncer-
tainty in the economy (Kuzucu, 2018) [2].

Indicators for 1996-2020 and the Granger cau-
sality test were used to study potential long-term
relationships between foreign direct investment
(FDI), economic growth, and employment in Azer-
baijan. The empirical results showed a lack of
causality between foreign direct investments and
economic growth in the analyzed period. The caus-
al relationship between foreign direct investment
and employment has also not been established.
This lack of causality can be attributed to the fo-
cus of direct investment in Azerbaijan, mainly on
sectors such as finance, communications, and
transport, which have limited opportunities for
creating jobs. A lack of a significant relationship
is, therefore, not surprising. (Guliyeva, 2023) [3].

A panel econometric assessment of the impact
of foreign direct investment (FDI) on economic
growth in 19 Latin American countries provides
strong empirical evidence that it is not statistical-
ly significant in the aggregate. However, this result
varies depending on the country’s development
level. In highly developed countries, FDI positive-
ly and significantly impacts growth, while in up-
per-middle-income countries, it is uneven and
insignificant. Finally, the impact is negative and
statistically significant in lower-middle-income
countries. Such results suggest that in Latin Amer-
ican countries, except for high-income ones, FDI
is not an adequate mechanism to accelerate eco-
nomic growth (Alvarado, Iniguez, Ponce, 2017) [4].

The impact of foreign direct investment (FDI) on
African economic growth was studied by processing
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panel data for 1980-2009 for 50 African countries.
It has shown that FDI inflows significantly affected
economic growth in Africa. However, this impact has
changed throughout the period. It was also found
that although the low level of human resources did
not limit the impact of FDI on economic growth, it
was negative between 1980 and 1994 and positive
between 1995 and 2009 (Gui-Diby, 2014) [5].

The impact of FDI on economic growth was
analyzed using a threshold regression model in
the example of sub-Saharan African countries.
The FDI inflow limit per capita was found to be
approximately $44.67 per year. To have a signifi-
cant FDI impact on economic growth, countries
should have the minimum opportunity to assim-
ilate the FDI benefits. E.g., the technology gap be-
tween foreign and domestic enterprises should be
at least 0.6904. Thus, reaching the FDI threshold
is required but insufficient for economic growth.
Some countries use tax incentives to increase FDI
inflows. It is argued that such incentives can be
inefficient when low FDI inflows. Estimates of FDI
coefficients below the minimum threshold are
negative, meaning that the high costs of such in-
centives outweigh the potential benefits of FDI's
direct contribution to economic product and dis-
tribution (Asafo-Agyei and Kodongo, 2022) [6].

Empirical data on the relationship between
foreign direct investment (FDI) and economic
growth suggests a bidirectional causality. Pro-
cessing data on FDI and economic growth for 1971-
2010 for 124 countries shows positive and negative
relationships between FDI and economic growth.
The labour force, open trade, and economic free-
dom are the major determinants of the impact of
FDI on economic growth (lamsiraroj, 2016) [7].

Data for 1970-2019 and 2 estimation tech-
niques (OLS and WLS) were used as part of the
Cobb-Douglas production model to assess foreign
direct investment’s impact on Albania’s economic
development. The study results show that, except
for employment, FDI does not affect Albania’s eco-
nomic development, but when evaluated by the
WLS technique, it has a direct positive effect on
economic development. In striving for high eco-
nomic development, Albania should increase its
investments and create favourable conditions
for attracting foreign direct investment to ensure
long-term economic progress (Brahimi, 2022) [8].
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BRIEF DESCRIPTION OF PRIVATIZATION AND
FOREIGN DIRECT INVESTMENT IN AZERBAIJAN

In the early days after 1991, when the Republic
of Azerbaijan declared its independence, the ag-
ricultural structures and processing industry fa-
cilities forming the starting point of the national
economy were virtually state-owned. Under these
conditions, transferring those enterprises to the
private sector to stabilize, liberalize, and improve
the economy has become important from the de-
velopment standpoint.

In 1992, the institutional framework of privat-
ization was created with the approval of the Char-
ter of the State Property Committee. The devel-
opment of the State Program for Privatizing State
Property in the Republic of Azerbaijan in 1995-
1998 accelerated these processes. Adopting the
Presidential Decree On Approving Some Regula-
tory Documents for Privatizing State Property in
1996 documented the regulatory legal framework
of privatizing state property.

In Azerbaijan, privatization started much later
than in other post-Soviet countries. Privatization
preparations in Azerbaijan can be divided into two
important stages, namely, the arrangement and
use of the conceptual-legal system. The period
up to 1996 can be specified as a preparatory stage
and considered the start of privatization. At this
stage, along with creating the concept of privat-
ization, the latter was performed in the transport,
passenger carriage, trade, and catering sectors.

In the second privatization stage, by 2002,
many large and medium businesses were privat-
ized. In both stages, the key reason for privat-
ization was to ensure the integration of the ad-
ministrative framework into private ownership to
accelerate the transition to a model economy. An
army of entrepreneurs emerged during this peri-
od, irrespective of the property owner.

From the start of privatization to 01.01.2003,
36,869 small enterprises, facilities, and other
equipment were privatized for a total value of AZN
110.0 mln (SSCAR, 2023) [9].

The inflow of additional funds in the state
budget can be evaluated as a positive impact of
privatization on the economy. Attracting foreign
investors to privatize medium and large business-
es was also important to ensure their sustainable,
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TABLE 1. DISTRIBUTION OF PRIVATIZED SMALL STATE ENTERPRISES AND FACILITIES BY YEARS AND

SECTORS
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= Trade and food service (bakery shops and enterprises)
=== Industrial enterprises and equipment
= Construction enterprises and objects under construction

Transport vehicles

— Hedlthcare enterprises, cinema theaters, and kindergartens

Source: State Service for Property Issues under the Ministry of Economy of the Republic of Azerbai-

jan [10]. https://emlak.gov.az/page/view/19

productive and developed activity.

Table 1 provides appropriate indicators of the
distribution of privatized small state enterprises
and facilities by years and sectors required for the
analysis.

Foreign investment is also associated with us-
ing the country’s potential resources. When con-
sidering the available resources, we can see the
need for long-term support from the regions that
require speculation to improve production. In this
regard, for local markets with great development
prospects, the lack of technical innovations and
the effective use of this potential are among the
critical issues for promoting foreign investment in
the country. On the other hand, attracting foreign
investments is fruitful in terms of the impact on
the country’s economy. Thus, the investment in-
flow mainly directed to the manufacture of prod-
ucts imported into the country will simultaneously
improve the competitiveness, material well-being,
employment, and the development of regional in-
frastructure in the country. Herewith, the attrac-
tion of direct foreign investment in the country’s
economy to manufacture import-substituting
products may reduce prices. Building a strong

GLOBALIZATION AND BUSINESS #17, 2024

economy and decentralizing it will encourage the
creation of relations with large regions in various
fields. When attracting FDI to import-substituting
products, the production components, innovative
methods, efficiency, and generational similarity of
the manufactured product should be considered.
The Azerbaijan Export and Investment Promotion
Foundation (AZPROMO), established in 2003, deals
with attracting FDI. The key areas of AZPROMQ’s
activity are (https://azerbaijan.az/en/informa-
tion/408): [11].
e Development of the country’s new image;
e Provision of diverse services to local and
foreign investors;
e The attraction of investors and negotiating
with them;
e Creation of a database on investment and
export opportunities;
e Exploring the export potential of the Azer-
baijani market in the area of regional trade;
e Provision of consultancy and marketing
research services to export-oriented com-
panies;
e Spreading the “Made in Azerbaijan” trade-
mark internationally.
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TABLE 2.
Foreign Direct Investments
— Portfollo and other Inestment
Ol bonus
= Repatriation of attracted Imvestrment
= Aftracted direct investment in Azerbaljan
20000
10000
0
10000

Source: State Statistics Committee of the Republic of Azerbaijan, https://www.stat.gov.az [9

Statistical indicators of FDI in Azerbaijan for
1995-2021 are given in Table 2 (mln USD).

Several studies are devoted to the impact of
other regulatory measures required to achieve the
desired privatization results in Azerbaijan. Seyful-
layev (2020 and 2022) [12], [13] obtained empirical
data proving that the internal market protection
and open trade policy are not satisfactory for the
development of the country’s non-oil sector. The
country’s current financial sector development lev-
el cannot give positive impulses for the processing
industry development (Seyfullayev and Seyfullali,
2023) [14]. Despite positive relations found between
some components of the state’s fiscal policy and
the development of the non-oil sector, the bene-
fits above were mainly manifested in non-com-
mercial areas (Mammadov and Ahmadov, 2021 [15],
Mukhtarov, S., Humbatova, S. and Seyfullayev, I.
(2019) [16], Aliyev & Mikayilov, 2016 [17]).

DATA AND METHODS

Statistical data on privatization, FDI, and eco-
nomic growth in Azerbaijan for 1996-2021 were
used herein. The privatization, FDI, and econom-
ic growth (annual GDP growth) data used herein
were obtained from, respectively, the State Prop-
erty Committee of the Republic of Azerbaijan (SP-
CRA, 2023), the State Statistics Committee of the
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Republic of Azerbaijan (SSCAR, 2023), and the
World Bank database (WB, 2023) [18]. The estima-
tion model used herein is shown in the forms (1),

(2), (3), (4), (5), and (6):

A regression model of the relationship
between GDP, FDI, and privatization

(Khasanah, Ulfatun, Abdul Karim and Indah
Manfaati Nur. “Pemodelan produk domestik regional
bruto (pdrb) provinsi jawa tengah dengah pendekatan
spasial autoregressive model panel data”. Prosiding
seminar nasional and internasional.,2017) [19].

Y=o+ B X *+g,
Yit - dependent variable
a - intersection
B1 - independent variable slope
X, - independent (explanatory) variable
g, - over (error)

Analyzing the Relationship between

Privatization, FDI, and Economic Growth

analytical regression model.
GDPit = a + B1 PRIVit + €it

PRIV, =a+pB, GDP, +¢, (2),

(1),
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PRIV, =a + B, FDI +€,  (3),
FDIL =a+B PRIV, +g  (4),
GDP =a+p, FDI, +g,  (5),
FDI = a+B GDP +¢  (6)

Evaluation of econometric methods and
results

Herein, the time series stationarity analysis
was performed using the Augmented Dickey-Fuller
(ADF) unit root test developed by Dickey and Fuller
(Dickey & Fuller, 1981) [20]. The following formula
was used in this analysis.

A¥y = 8 + ft + 8Y,y + oy 2[5 Ay + & (3)

In this formula, AY is the 1t differential of the
variable tested for stability, t is the common trend
variable, and &¥;._; is the lagged difference terms.
The reason for adding the lagged difference terms
is to ensure sequential independence of the error
terms. To obtain normal results from the ADF test,
the estimated model should not have a sequen-
tial independence problem. The lag expressed as

GRAPH 1. UNIT ROOT TEST RESULTS CHART
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k in the formula is determined using the Akaike or G SR D‘EDP:: LSl e
Schwarz criteria. To perform the cointegration test,
the sequences used should be stable, therefore, A
the unit root test was implemented. Thereby, the 4. )
variable stability has been analyzed. Table 3 shows /' [
the unit root test results for the analyzed variables. | \ rﬂ I." \ |'I
fa af X \
AV V2 I o
TABLE 3a. UNIT ROOT TEST RESULTS (ADF) s H]I". f \ [
AT LEVEL 2 l\f V
PRIV FDI GDP "
With Constant | t-Statistic |-24822 |-17745 |-15360 | 2 4 & & 10 12 14 16 18 20 22 24
Prob. 01330 | 0.3833 | 04980 TABLE 3b. UNIT ROOT TEST RESULTS (ADF)
no no no
1th Constant & siatistic | 24612 | 26772 | 15697 AT FIRST DIFFERENCE
Prob. 03617 | 02543 | 07734 DPRIV_|DFDI | DDGP
no no no With Constant t-Statistic | -5.8535 | -6.1006 | -4.7745
. Prob. 0.0001 | 0.0000 | 0.00M
Without Con- .
stant & Trend | £Statistic [ -11606 | -0.2952 | -0.4939 . oot e
Prob. 0.2170 | 0.5688 | 04910 ¥V|tthonstant & | vstatistic | -57723 | -5.9375 | -4.6340
no no no ren
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Prob. 0.0006 | 0.0004 | 0.0067
*%k% *%k% *%k%
Without Constant |, o victic | -6.9196 | -6.2501 | -4.9196
& Trend
Prob. 0.0000 | 0.0000 | 0.0000
*%k% *%k% *%k%

Note: (*) Significant 10 percent; (**) Substantial
5 percent; (***) Means 1 percent significant and
(none) Means not significant.

GRAPH 2. UNIT ROOT TEST RESULTS CHART
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Table 1a and Graph 1 show that the analyzed
variables are unstable at a certain level. The se-
quences had to be stabilized by obtaining the first
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differential and solving the unit root problem. Ta-
ble 1b and Graph 2 show that the obtained data are
stable at the first differential and 1% significance
level. For privatization, FDI, and economic growth
sequences, the Dickey-Fuller test shows their sta-
bility at the first level since the probability equals
0, and the critical values are smaller than the re-
spective ADF test results. After checking the sta-
bility of the analyzed sequences, a cointegration
test should be performed to determine the avail-
ability of a long-term relationship. The cointe-
gration test examines whether multiple variables
are interrelated. If this test shows a cointegration
(i.e., variables change together over a long term),
the cause-and-effect relationship is confirmed.
The cointegration test checks the relationship
between two nonstable time series. Two or more
time series can be considered cointegrated if their
linear combinations are stable, even though they
are nonstable themselves. Johansen Cointegra-
tion Test was developed to check the existence of
a long-term relationship between variables. Table
4 provides the Cointegration Test results for the
privatization and FDI series.

Table 4 shows that there is a cointegration
equality between the privatization and FDI vari-
ables at 1% significance levels for both Trace and
Maximum Eigenvalues. This allows for drawing the
conclusion that there is a long-term relationship
between privatization and FDI.

Table 5 shows the Johansen Cointegration Test
results for the privatization and economic growth
series.

Table 5 shows that there is a cointegration
between privatization and economic growth vari-
ables at 5% and 10% levels for Trace values and at
10% level for Maximum Eigenvalue. These results
allow for drawing the conclusion that there is a
long-term relationship between privatization and
economic growth.

Table 6 shows the Johansen Cointegration Test
results for FDI and economic growth series.

Table 6 shows the cointegration relationship
between FDI and economic growth at 1 percent
and 10 percent significance levels for the tracking
value and 10 percent for the Maximum Eigenval-
ue. According to this result, there seems to be a
long-run relationship between FDI and econom-
ic growth. Estimates of long-run coefficients due

SMOIXNDIBNS ©Y 60B6ILO #17, 2024




RESEARCH OF GLOBAL SOCIAL-ECONOMIC AND BUSINESS ENVIRONMENT

TABLE 4. RESULTS OF THE JOHANSEN COINTEGRATION TEST ON PRIVATIZATION AND FDI.

TRACE TEST FloEN VAL TRACE sTATIsTICs | A CRITICAL YVALUE OF | propagiiTy
None * 0779330 1199815 1549471 0.0000
At most 1 * 0386655 10.26537 3.841466 0.0014
MAXIMUM EIGEN EIGEN VALUE MAX-EIGEN | ACRITICALVALUEOF | oo o
VALUE TEST STATISTICS STATISTICS 5 PERCENT
None * 0779330 3173278 14.26460 0.0000
At most 1 * 0386655 10.26537 3.841466 0.0014

TABLE 5. RESULTS OF THE JOHANSEN COINTEGRATION TEST ON PRIVATIZATION AND GDP

TRACE TEST Egm ;’ﬁ"clf TRACE STATISTICS | A g'é'g IgéllichI?uLTUE PROBABILITY
None * 0481629 16.78238 15.49471 0.0318
At most 1* 0132463 2984043 3.841466 0.0841
MAXIMUM EIGEN EIGEN VALUE MAX-EIGEN ACRITICALVALUE | pooo o o
VALUE TEST STATISTICS STATISTICS OF 5 PERCENT
None * 0481629 13.79833 14.26460 0.0591
At most 1 * 0132463 2984043 3.841466 0.0841

TABLE 6: RESULTS OF THE JOHANSEN COINTEGRATION TEST FOR FDI AND GDP

EIGEN VALUE A CRITICAL VALUE
TRACE TEST STATISTICS TRACE STATISTICS OF 5 PERCENT PROBABILITY
None * 0.468041 1717237 15.49471 0.0277
At most 1* 0.138752 3.286195 3.841466 0.0699
MAXIMUM EIGEN EIGEN VALUE MAX-EIGEN A CRITICAL VALUE PROBABILITY
VALUE TEST STATISTICS STATISTICS OF 5 PERCENT
None * 0.468041 13.88617 14.26460 0.0573
At most 1* 0138752 3.286195 3.841466 0.0699
TABLE 7. FMOLS AND CCR TEST RESULTS
GDPit = a + B1 PRIVit + €it
PRIVit = o + B1 GDPit + €it
PRIVit = o + B1 FDIit + €it
FDIlit = a + B1 PRIVit + €it
GDPit = a + B1 FDIit + €it
FDIit = o + B1 GDPit + €it
Variables Coefficient Standard error | t-statistic Probability value
FMOLS GDP - PRIV 1.924866 0.732670 2.627195 0.0157
FMOLS PRIV - GDP 0.906129 0.386596 2.343866 0.0285
FMOLS PRIV - FDI 0.080900 0.032300 2.504651 0.0206
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FMOLS FDI » PRIV 0.007561 0.096930 0.078005 0.9385
FMOLS GDP - FDI 0.130425 0.077549 1.681840 0.1074
FMOLS FDI - GDP -0.049169 0.446229 -0.110188 0.9133
CCR GDP - PRIV 1.839495 1.078867 1.705026 01029
CCR PRIV > GDP 0.098310 0.057010 1.724442 0.0993
CCR PRIV - FDI 0.181919 0134410 1.353466 0.1903
CCR FDI » PRIV 0.893101 0.438463 2.036893 0.0539
CCR GDP - FDI 0.043941 0.655920 0.066991 0.9472
CCR FDI -» GDP 0.014582 0.103967 0140254 0.8897

to the cointegration relationship for the 6 models
considered in the analysis are presented in Table 7
in the form of FMOLS and CCR test results.

According to the FMOLS and CCR test results
given in Figure 7, the positive privatization, foreign
direct investment, and economic growth coeffi-
cients indicate a positive relationship between
these variables. According to the FMOLS test, a 1%
change in GDP causes a change in privatization
by 1.924866% (an estimate according to CCR does
not confirm the effect). Likewise, a 1% change in
privatization leads to a 0.9061295% change in GDP
(an estimate according to CCR does not confirm
the effect).

According to the FMOLS test, a 1% change in
privatization causes a 0.080900% change in FDI
(an estimate according to CCR does not confirm
the effect). However, for FDI, estimates according
to FMOLS and CCR confirm the effect. The afore-
mentioned FMOLS and CCR tests do not confirm
the relationship between GDP and FDI.

CONCLUSION

This analysis examines the relationship be-
tween privatization, FDI, and economic growth.
FMOLS and CCR tests providing cointegration, cau-
sality, and correlation coefficients were performed
for the data’s annual time series for 1996-2021.
According to the FMOLS test, a 1% change in GDP
increases privatization by 1.92%, and a 1% change
in privatization increases GDP by 0.9%. According
to the FMOLS test, a 1% increase in privatization
leads to a 0.08% growth in FDI.

The study shows that GDP growth has a great-
er impact on privatization, which, in turn, leads to
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greater market efficiency, and the demand for pri-
vatization rises with expanding economic growth.
Although privatization has led to positive changes
such as improved management, reduced bureau-
cracy, and increased market efficiency, it has a rel-
atively slight impact on FDI inflows. Studying the
impact of political stability, infrastructure devel-
opment, market volume, and other regulatory in-
struments on attracting foreign investment in the
country’s non-oil sector may create opportunities
for obtaining more coherent arguments.
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Abstract. In the modern world, in the field of international security, one of the important chal-
lenges is the information war. On the other hand, information is a universal and cheap weapon with a
limitless scope and high efficiency. Therefore, it can be more dangerous than any conventional means
of warfare. During its implementation, the attacking side achieves the desired outcome through the
psychological manipulation of common beliefs. During the last ten years, the rate of disinformation
has increased sharply. Also, propaganda, espionage, uncontrolled dissemination of state secrets and
personal information, massive cyber-attacks and so on. Both states and terrorist organizations use
such mechanisms. Today, the most functional means of information in this field are used by terrorist
organizations, which often use social media to recruit so-called “Islamic Fighters” and lay out funda-
mentalism. Cooperation at the international and regional levels is important in fighting cybercrime and
protecting critical information infrastructure. For this purpose, within the framework of the Council of
Europe, the European Union, the United Nations, NATO, and other international organizations, it carries
out active activities on cyber security topics. In addition, protecting against cyber intrusion, even on a
small scale, is in the country’s national security interests, and it is crucial to involve each state in the
proceeding discussion about information warfare.

KEYWORDS: INFORMATION WAR, INTERNATIONAL SECURITY, “ISLAMIC STATE”

INTRODUCTION

In the modern world, in the field of interna-
tional security, one of the important challenges is
the information war. In its broadest sense, infor-
mation war is a fight through information to gain
a specific advantage. Over the past few decades,
the rapid growth of information and communica-
tion technologies and their increasing distribution
have significantly increased the importance and
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consequences of information warfare. In the 21
century, in the conditions of broken boundaries
between war and peace, the escalation of conflict,
according to the causes and features of detection,
is significantly related to information. Information
conflicts, in terms of a general theoretical ap-
proach, are recognized by specialists in the field
as one of the five main types of conflict, the origin
of which is related to the scarcity-abundance of
information, disinformation, and propaganda, and
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it can be equally dangerous in a closed totalitari-
an as well as in a democratic society.

This is unequivocally confirmed by the current
political processes in the world (Jorbenadze, 2001,
31) [1].

MAIN PART

Information warfare is a modern concept that
uses information technology to gain an advantage
over an adversary. Current events in the world
have made it clear how vulnerable this or that so-
ciety can be in the case of information manipula-
tion and how public opinion changes under the
conditions of information management.

Because information is a universal and cheap
weapon, with an unlimited area of action and high
efficiency, it can be a greater threat than any tra-
ditional means of war. At first glance, it does not
bring devastating results from a physical point of
view, such as is inevitable in the case of an armed
conflict. Still, the success of information warfare
is mainly expressed in the fact that, during its im-
plementation, the attacking party can crack the
opponent’s institutional structure and universally
recognized fundamental values, confuse them and
limit the truth. And lie between reality and illusion
to achieve the desired result by psychologically
manipulating public opinion. However, there are
more active methods in the information warfare
framework; the initiating party has various means
to fulfil the set goal. These are:

1. 1) Cyber-war (cyber-attack) - “the action
of a state-nation aimed at penetrating
the computer network of another state, to
cause damage to the latter or to complete-
ly disable it”. In other words, it is a complex
of offensive measures carried out in cy-
berspace or by several states and directed
against another state or international non-
state entity;

2. 2) Cyber-terrorism, which is used by terror-
ist organizations in cyberspace and is di-
rected against the national security of the
country;

3. 3) Anti-cyber-terrorism, used against ter-
rorist organizations and carried out in cy-
berspace;
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4. 4) Cybercrime is used by various criminals
or transnational groups, during which cy-
berspace is used for theft, information
theft, fraud, etc. Sh. Their objects can be
both individuals and large companies. Its
purpose is to obtain economic profit;

5. 5) Anti-cyber crime includes protective
measures by state law enforcement or pri-
vate individuals and companies against cy-
ber criminals (Svanadze, 2015: 20-21) [2].

The information war consists of two main stag-

es: a) the information-psychological period, which
takes place in the conditions of information com-
petition, continuously and affects the armed forc-
es of the opponent, the population, and political
and intellectual elites; b) the information-techno-
logical period, which is activated directly during
hostilities. In this case, information is collected,
processed and transmitted to achieve specific
tasks, including illegal methods. Of course, one-
time actions cannot achieve the result, and the
system must operate continuously for years with
sensitive topics identified by the special services,
which are precisely selected for the target groups
(Khidasheli, 2017: 7) [3].

The following groups can be singled out as ini-

tiators of the information war:

e National subversive groups;

e National and transnational criminal groups
(Mafia, Yakuza, Triad, Camorra);

Terrorist organizations;

Multinational companies with their finan-
cial means;

Companies with foreign capital;

e Extra-parliamentary opposition groups
(right-wing extremists, xenophobic groups);

e Religious sects;

Hacker groups;
Other state and national military-political,
as well as financial associations;

e Associations, foundations, non-profit orga-
nizations;

e Non-governmental and international orga-
nizations;

e Political organizations and trade unions;

e State institutions (Svanadze, 2015: 21-22).

The unprecedented scale of the scientific and

technical field development led to opportunities
for introducing new technologies, which do not
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always serve to create public good. Moreover, if
they are used for an irrational, destructive pur-
pose, the world’s superpowers and international
organizations become vulnerable. Understanding
this threat forced the leading actors of modern
international relations to name cyber and hybrid
threats as the main challenge for the organiza-
tion’s member states at the 2016 NATO Warsaw
Summit (Warsaw Summit Communiqué, 2016) [4].

Mewrduded b el pacdf | Emiarta

“obfdmere omenadal glaly medzabe JmBaboe mo
byealen”

et lgmn Ewfanpcek sl abibadimlils il b e e ] gl e
gl o edutgs Cafsneanh
Eoabyman ppadnka. Befiearntn. Sigupm ook

et At}
pdsfonlls i~ ndt, mygfngal badymgyrmeg fndl sgrd, el bugaepadoen pilgy
wchobepa |1 216]
S R iR . abRAmEed el Ghaks s, Faslnedag syt
g, ol gt el ou Pl sl st gl w
ﬁ-ﬂﬁﬁﬂlwmﬂdﬁm iy ey gt B b el
by T A * e, ik Ry Sk 83 L hahan sk, fug
beyolewpioh sl dhalg bddsermamrug. broh fuged sofigm wopdelidy. lgeg

Afyfrf e
fx EuF et
dgbpdyion! Bndryyieg -
gty baregaaly, dylellgeod folytadu oot Py, ol Belaggwb,
Farafipn oy edairlin farsll ofe fRcdrl orpm o gt Skl b el BTy Dl

Hulyare
gt b Brayedaifon ol bevigna ba ool gl g s sheb R buBiok gofnly
0 By bofun Ladurae s agh e dhepa guolndllomna apiald Bl

Although modern technologies are the greatest
achievement of the civilized world, we cannot ig-
nore the problems related to technological prog-
ress. Over the last decade, the rate of disinforma-
tion spread through the Internet has increased
significantly. Also, propaganda, espionage, uncon-
trolled dissemination of state secrets and personal
information, massive cyber-attacks and so on. Such
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methods are used by both states and terrorist or-
ganizations, and in this way, Russia launched active
attacks against Georgia during the 2008 war (Got-
siridze, 2019) [5]. However, when it comes to talking
about Russia in the named context, special atten-
tion is drawn to the events that developed around
the US presidential elections. The reports devel-
oped as a result of the investigation, together with
the statements made by Donald Trump, completely
overshadowed the list of cases that the Russian
side conducted even against Ukraine or Georgia.
In the presidential elections of the United States
of America, he tried to help a specific presidential
candidate win by means of internet manipulations,
information propaganda and cyber attacks, which
is confirmed in the reports of the US Central Intelli-
gence Service (Entous, 2016) [6].

Today, the most active means of information
used by terrorist organizations, which are the so-
called Social media such as Facebook and You-
Tube, are often used to recruit “Islamic fighters”
and spread fundamentalism. Terrorist organiza-
tions also create special pages blogs, where they
spread extremist materials and ideas, engage in
propaganda, and publish photo and video ma-
terial depicting terrorist activities carried out by
them, thus successfully sowing panic among the
population and directly in those specific individ-
uals, financial institutions or political organiza-
tions. against which the mentioned list of actions
is directed. In 2015, a series of terrorist attacks in
Paris was preceded by a series of no less large-
scale cyber attacks, the targets of which were
both state and private organizations. In addition,
the companies whose activities were connected
to France and French companies in various ways
became the objects of active hacking attacks.
Groups suspected of cyber terrorism: “the Middle
Eastern Cyber Army” (the Middle Eastern Cyber
Army - MECA), Fallaga Hackers Team and Cyber
Caliphate. According to The National Interest, the
Cyber Caliphate is linked to the so-called “Islam-
ic State” (ISIS) (King, 2015) [7]. In the last decade,
especially in Syria, since the intensification of
hostilities and the emergence of the so-called “Is-
lamic State” ISIS, the number of cyber attacks has
practically doubled. For example, from the reality
of our country, we can name the activation of the
terrorist organization ISIS in the Georgian Inter-
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net space in 2015 and the creation of a page by it,
which served to implement all the goals named
above. The website was saturated with various
types of information, such as a propaganda photo
gallery, official appeals to Georgian Muslim youth
to join the fighting activities carried out by the Is-
lamic State, letters from various members of the
terrorist organization, and video materials depict-
ing scenes of execution of opponents. It should be
noted that the site only existed for a few months
and later, Georgian special. It was blocked as a re-
sult of the services.

Cooperation at the international and regional
level is of great importance in fighting cybercrime
and protecting critical information infrastructure.
Similar cooperation in cyberspace protection in-
cludes international and regional conventions, fo-
rums, organizations and alliances, meetings and
discussions, joint resolutions, decisions and rec-
ommendations, and directives. Within the frame-
work of the Council of Europe, the European Union,
the United Nations, NATO, and other internation-
al organizations, it carries out active activities on
the topic of cyber security. In addition, protecting
against cyber intrusion, even on a small scale, is

in the country’s national security interests, and it
is important to involve each state in the ongoing
discussion about information warfare!

CONCLUSION

In the end, we can conclude that the threats
caused by the information war equally threaten
the Internet space, both locally and international-
ly, which creates a great challenge in terms of in-
ternational security. Cyberspace is less secure, and
therefore, the number of cybercrimes is increasing
irreversibly. In such a situation, great importance
is attached to cooperation at the regional and in-
ternational levels, the direct purpose of which is
developing a common defence mechanism. In ad-
dition, efforts by the state to raise public aware-
ness in this area are equally important, as they
will reduce risks at the local and global levels.

1 Author’s note: The site is currently blocked in re-
sponse to threats from the Georgian government
and the named materials are no longer searchable -
https://xalifati.files.wordpress.com
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Abstract. In the modern world, innovative business is an opportunity to implement new ideas and
introduce innovation. The entrepreneurial sector contributes to the introduction and development of
modern business. Financing mechanisms are the most important obstacle to innovative activities in
small and medium-sized enterprises. The paper’'s main goal is to determine the possibilities of access
to finance, the ways of obtaining financing, and the challenges of innovative entrepreneurs. To eval-
uate the impact of private and state support programs in creating an innovative product. The work
discusses the essence of innovation and the subjects of innovative activity. It is about all the necessary
information an entrepreneur needs to create an innovative product. Attention is also focused on the
importance of private and state programs in financing. The work is also based on qualitative research,
identifying factors hindering access to finance.

The paper outlines ways and perspectives of access to finance. In the future, paying more attention
to both the private sector and the state is necessary. Because creating innovation is their common
interest. The government of Georgia needs the right policy and priority directions. In particular, the
establishment of tax benefits and preferential loan conditions. It is important to raise education and
awareness in society in the direction of entrepreneurship. The obtained results will allow us to measure
the effectiveness of the support programs. Conclusions on the optimization of innovative entrepre-
neurship are formulated.

KEYWORDS: ACCESS TO FINANSE, INNOVATION, ENTERPRENEURSHIP, EMPLOYMENT, PRIVATE
AND PUBLIC PROGRAMS

INTRODUCTION

In the modern world, innovative business is
an opportunity to implement new ideas and in-
troduce innovation. There is no recognized defi-
nition of the term “innovative entrepreneurship”
in the world today. But it means innovation, which
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depends on four main factors - new ideas, peo-
ple, transactions and institutional context. Inno-
vation is also defined as an experiment in market
changes. Which restructures markets and indus-
tries (Hansiorg Herr and others, 2019:11) [1]. At this
time, the entrepreneur searches for information,
creates an innovative idea, and identifies a market

105




MANANA MCHEDLISHVILI, NAIRA TABATADZE

opportunity. Then, he tests the ideas to see if they
are appropriate or valuable. He thinks about how
he will create a product and service at the expense
of which he can get a large income in the future.
Also, the word “innovation” refers to technolog-
ical innovations and all the social and economic
values that innovative entrepreneurs create (Law
of Georgia on Innovations 2020) [2]. Today, there
is @ boom in innovative entrepreneurship in the
world; new companies are being created, and new
services and products that have no analogues
appear. Often, they are financed by the founders
themselves, although there are companies for
which both the private sector and the state should
pay a lot of attention. Because creating innova-
tion is their common interest. Today, there are no
specific criteria for evaluating innovative projects
globally. His financial success happens without
any calculations. If a similar product appears on
the market, leading to a decrease in revenue and
profit, such a product cannot be called an innova-
tive product. That is why every entrepreneur’s first
concern is creating such goods and services that
will cause a “big bang” in the market.

MAIN PART

Developing small and medium entrepreneur-
ship with innovative products is one of the coun-
try’'s main priorities for economic development
and represents an important challenge for the
government.

The purpose of the research is to determine
the ways of obtaining financing, the possibilities
of access to finance, challenges, and relevant rec-
ommendations for small and medium business
development. The challenges of innovative entre-
preneurs ensure the growth of the population’s
incomes and solve the employment problem. The
goal is to evaluate the impact of state and private
support programs in the creation of a new inno-
vative product. The results obtained will allow us
to analyze the effectiveness of support programs
in terms of access to finance.

Methods - the paper is based on qualitative
research. During the research, the official website
of the Ministry of Economy and Sustainable De-
velopment of Georgia was used. Page materials.
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10 respondents - small and medium-sized enter-
prises — participated in our research. Georgians
are lovers of innovation. Due to the scale, many
startup ideas are created and developed, which
can bring regional and global success. The Min-
istry of Economy and Sustainable Development
(MOESD) is responsible for implementing the SME
policy in Georgia and two agencies supporting
small and medium businesses - “Make in Geor-
gia” and “Georgian Innovation and Technology
Agency” (GITA), which were established in 2014
(Strategy for the development of small and me-
dium entrepreneurship of Georgia 2021-2025:29)
[3]. They are responsible for the implementation
of SME support programs. Continuously carry out
important activities (business development, pro-
motion of exports and attraction of direct foreign
investments), promoting the country’s innovation
ecosystem.

Financial resources and access to them are
vital to any business. Financing and access to fi-
nance play the biggest role in the development
of entrepreneurship. The situation in Georgia in
this direction is as follows: in 2023, the share of
small and medium-sized enterprises is 51%, and
the budget financing of the entrepreneurship pro-
motion system is 521.7 million GEL. Among them,
the budget of LSI “Make in Georgia” agency pro-
grams amounted to 232.4 million GEL, and the
budget of the “Georgian Innovations and Tech-
nologies Agency” was equal to 28.2 million GEL.
Investments in fixed assets in the business sector
amounted to 4,350.1 million GEL (National Statis-
tical Service of Georgia, 2024) [4]. Analysis of stud-
ies of private and public programs showed that
access to finance can be improved by:

1) Leasing is an important component of the
financial market, which plays an important role in
the development of the local capital market and
the emergence of alternative sources of financ-
ing. It is the best financial instrument for financ-
ing small and medium business fixed assets. The
leased asset acts as collateral. In the last period,
the volume of the leasing portfolio reached 414
million amounted to GEL (Georgia Innovations
and Technologies Agency, 2024) [5].

2) It is important for entrepreneurs to raise
awareness for better business management; in
2021, the National Bank of Georgia prepared a
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training module and held a webinar for entre-
preneurs on the topic “How to assess the cred-
it potential of our business”. After the webinar,
participants filled out a questionnaire, and 100%
believed that the knowledge and skills they had
learned from the webinar would help them better
manage their company’s finances. From 2022, the
National Bank of Georgia started a series of live
engagements on the Facebook page of the finan-
cial education portal “Finedu” (21 Facebook live
engagements) “Conversations on Business”; with
this format, it became possible to provide infor-
mation to significantly more interested persons.
On the Facebook page, 16 entries were made in
the rubric “Conversations about business”, and
five inclusions were made in the rubric “Expert
Finedu”, where experts related to business and
finance discussed topics of interest to entrepre-
neurs (OECD-2022) [6].

3) A reporting portal was created at the initia-
tive of the Accounting, Reporting and Audit Super-
vision Service (SARAS), where enterprises submit
reports centrally, and the administration process
takes place through the mentioned system. From
2017, medium-sized enterprises must submit and
publish financial and management reports, and
small enterprises from 2018. In accordance with
the Law of Georgia on accounting, reporting and
auditing, in 2022, the rate of submission of reports
by enterprises in categories 1, 2, and 3 is 93%. As
a result, reports of about 75,000 enterprises were
made public, and 77% of 4™ category enterpris-
es. As a result, more than 70,000 enterprise re-
ports were registered. 81% of submitted reports
are error-free. Due to non-compliance with the
requirements of the law and rules, the reporting
of about 200 enterprises was delayed. It should
be noted that compliance of the submitted state-
ments with the FSS standard has been improved
(Accounting, reporting and audit supervision ser-
vice 11.05.2022:84) [7]. Financial reporting rigour
will improve investment capital and access to fi-
nancial resources.

4) In small and medium-sized enterprises,
interest rates were reduced on loans granted to
businesses; this reduction was more significant
for loans issued in foreign currency. The SME loan
portfolio of commercial banks grew, reaching
21.4% annual growth in 2015-2019 (National Bank
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of Georgia 2019) [8]. In addition, the government
has started developing a market for various al-
ternative bank financing instruments. He intro-
duced measures for the development of the mi-
crofinance sector. In particular, the development
of regulations for startups and fundraising. Run
Georgia’s credit guarantee scheme increased to
330 million GEL (107 million USD) in 2020. The to-
tal credit portfolio reached 2 billion GEL, where
the guarantee of new loans is 90%, and 30% was
provided for restructuring. Firms have also ben-
efited from improved co-financing terms, e.g. by
extending the loan/leasing co-financing term to
36 months (Create an official page in Georgia2020)
[9]. Additional assistance was provided to some
sectors that were particularly affected.

5) In 2020, a new law, “On Investment Funds”,
was adopted, which defines the legal framework
for collective investment schemes and different
types of investment funds (Government of Geor-
gia 2020) [10]. However, the potential of alterna-
tive financing remains largely untapped. The rea-
son for this is that the practice of factoring is not
yet widespread, and venture capital remains at an
early stage of its development.

6) Digitization - such as online lending, fintech
and crowdfunding. It offers a new mechanism of
bank financing to small and medium-sized enter-
prises. For example, financing from partner en-
terprises or platform-based lending. Creating a
strong legal framework for alternative and digital
financial solutions will facilitate establishing and
expanding these practices. In this regard, Georgia
may consider introducing regulatory experimental
initiatives (EU4Digital 2020 [11]) (Attrey and others
2020:50 [12]). They are an effective tool to boost
innovation in fintech. For example, equity-based
crowdfunding.

7) 40 startups were financed within the co-fi-
nancing program of the “Georgian Innovations
and Technologies Agency”, and 27 beneficiaries
were financed within the framework of small
grants. As a result, startups have access to innova-
tive finance (Ministry of Economy and Sustainable
Development 2024) [13]. However, SMEs still face
difficulties accessing finance compared to large
enterprises, and 20.6% of small enterprises refuse
to grant loan applications. In contrast, in the case
of large enterprises, this figure is 2.6% (The con-
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clusion of the thematic research of the Parliament
of Georgia 2021) [14]. Some enterprises face the
risk of transitioning from liquidity to a solvency
crisis. While an unprecedented amount of govern-
ment support allowed many firms to overcome the
crisis. They require tailored policies. In particular,
the reopening of enterprises and the promotion
of new jobs. Loan guarantees should be provided
for viable but insolvent enterprises, as they need
more incentives to develop restructuring plans
(Blanchard and others, 2020:89) [15].

To better present the current situation in Geor-
gia, we conducted a study. Our goal was to include
small and medium-sized enterprises in the study
and find out what problems they faced in setting
up their business, whether the current promo-
tional programs in the country are sufficient, and
whether they would like more promotional activ-
ities. Due to its specificity, the issue is constantly
changing and needs constant re-research. It is im-
possible to study and investigate the issue fully.

Question 1. The first question of the research
was about the age of the respondent. Most of our
interviewees are young people aged 18-30. The
percentage of respondents according to gender
was distributed as follows: female - 60%, male
- 40%. 30% were medium-sized enterprises, and
70% were small-sized enterprises. Question 2.
What is the duration of the existence of small -
and medium-sized enterprises? According to the
results of the interviewees, 30% were enterprises
lasting one or less than one year, and 70% were
between 1-5 years. Question 3. The next question
was about how important is the role of innova-
tion in business development. 40% stated that it
is important and 60% very important. Question 4.
When asked what contributed to business devel-
opment from the side of each enterprise, the fol-
lowing answers were recorded: 1) We are currently
in the process of development and expansion, one
of the important supporting forces is our knowl-
edge... 2) Simple regulations; 3) The need for a site
in Georgia contributed to the development of the
company; 4) Proper management, 5) Increased
demand for our product on the market; 6) Origi-
nal and quality product 7) The level of demand on
the market; 8) the originality of our products, 9)
Quality product and affordable price, 10) Original
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and creative product. Question 5. The next ques-
tion was about the problems they encountered
while implementing the startup idea. Among the
many named problems, the financing problem can
be seen as the source of our interest. 1) There are
many important problems, but we have everything
ahead of us, and we will overcome everything step
by step; 2) More technical problems; 3) Sorry, you
can't list them. 4) Financing problem; 5) Since
many unscrupulous businesses are in the mar-
ket, initially gaining trust was the most difficult.
However, we managed somewhat easily. The next
problem/difficulty was finding/renting the space
while meeting the increased demand; 6) Logistics
and finance; 7) Mainly the absence of a sales place
in shopping centres; 8) There are many problems,
but the main one is financing. 9) It's enough, it's
not even worth listing. 10) Financial problems
were the biggest problem for our company. Ques-
tion 6. The survey also included questions such as
whether they intend to create an innovation. 80%
of respondents are ready to create an innovation,
and 20% are not. Question 7. The next question
was related to how they imagine the develop-
ment of innovative entrepreneurship in Georgia
and what perspectives they see about this issue.
Their answers are as follows: 1) The business of
the future does not exist and cannot exist without
innovation; the global technological environment
demonstrates this. Therefore, if we want to devel-
op national social, innovative entrepreneurship,
there is more to be done than what exists today.
2) More support for young and small businesses.
3) If everyone does their job, everything will be
fine. 4) | think that help is needed, even in the
form of a correct call for a project and an idea.
5) The development of innovative entrepreneur-
ship is possible everywhere nowadays. We live in
an era of globalization, so borders do not limit
our products. 6) less intervention by the state and
more freedom in legislation and taxes,7) Quite a
lot of funds are needed for this and experienced
personnel, which often represent a big problem to
find. 8) I think Georgia has great potential in this
regard. | believe that more support and attention
to startups will bring greater success. 9) The main
thing is the right action from both the state and
the private sector. 10) | think Georgia should use
the talents and ideas of young innovators. Ques-
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tion 8. “How innovative entrepreneurship is grow-
ing in Georgia” — the answers to this question are
as follows: 1) Modern innovative businesses are
the world’s tomorrow... especially for a country
with wealth like ours. 2) Will help strengthen the
economy, 3) Positively, of course. 4) More or less,
5) Positively, 6) Of course, positively. Starting any
new/innovative business contributes to the de-
velopment of the country. 7) Directly proportion-
ally, 8) Such innovations are so small that | don’t
think they play a big role, 9) Innovations directly
affect the country’s economy, therefore, the more
innovative products and services there are in the
country, the more profits Georgia will see. 10) The
creation of innovation has a direct impact on the
country’s economy. Question 9. 90% of respon-
dents stated that they would like and need more
incentive activities and events, while 10% stated
a negative answer. Also, it would be very interest-
ing if they know of any startup ideas that failed
due to insufficient support. It was found that it is
known to 75%, and not to 25%. Question 10. It was
interesting to hear their opinion on whether the
Georgian government encourages small and me-
dium-sized businesses to create and implement
innovations. 70% of the respondents believe it is
happening, and 30% evaluate it negatively. 90% of
respondents in the study think that our country’s
existing state or private programs are not enough
to develop innovative entrepreneurship, and 10%
consider it enough.

As a result of the conducted research, the
factors hindering access to finance for small and
medium-sized enterprises were identified: lack of
necessary market conditions, high loan interest
rates, lack of necessary credit security, and uncer-
tainty of business success in advance. According
to the majority of respondents, small and medi-
um-sized businesses are encouraged in Georgia,
although they think that this is not enough. There-
fore, it is necessary to respond to the given prob-
lem, and more support from the state is needed.
Conducting possible policies and implementing
necessary measures. So that they have access to
all the necessities that will help start an innova-
tive business.
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CONCLUSION

Today, the development of innovative entre-
preneurship in Georgia plays a major role in solv-
ing employment problems. By 2030, small and
medium-sized enterprises will have the opportu-
nity to employ up to 100,000 additional citizens,
increase productivity by 50 per cent, and contrib-
ute 60 per cent more to the added value created
in the economy (Development Strategy of Georgia
- Vision 2030) [16].

Financing mechanisms are the most important
obstacle to innovative activities in small and me-
dium-sized enterprises. The current state of the
world has made it even more difficult for innova-
tive enterprises to access finance. In the future,
it is necessary to pay more attention to both the
private sector and the state because the creation
of innovation is their common interest. The gov-
ernment of Georgia needs the right policy and pri-
ority directions. In particular, the establishment
of tax benefits and preferential loan conditions.
Educating and raising awareness about entre-
preneurship in society is important because the
country should have more innovators who will
create products and services that will bring great
success to the country.

The following conclusions are formulated in
the work:

1. 1) The country’s policy should ensure and
maximally support the creation of market
innovation, which will increase the popu-
lation’s involvement in economic develop-
ment.

2. 2) Allocate more sources of funding, which
will be distributed fairly and impartially to
implement various innovative ideas.

3. 3) It is necessary to regulate such condi-
tions that will help firms to enter the mar-
ket, and to improve their growth and de-
velopment.

4. 4) It is important for small and medi-
um-sized enterprises to prepare financial
statements according to international stan-
dards. The difficulty is important in terms
of finding international business partners.
Also, the difficulty of financial reporting will
improve access to financial resources and
investment capital.
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5.

5) Universities should promote the educa-
tion of students to better understand the
essence of innovation among young peo-
ple and to provide the necessary informa-
tion for starting a business;

6) More research is needed to explore the

cess to finance are the country’s most important
priorities. A strong and well-developed small and
medium entrepreneurship sector will significantly
contribute to exports, innovations, and the cre-
ation of a modern entrepreneurial culture. At the
same time, it will play a special role in raising the

innovation environment. country’s level of well-being.

Thus, improving the business environment,
promoting economic growth, and increasing ac-
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EXPORTING BEEKEEPING PRODUCTS: IMPORTANCE
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Abstract. To strengthen the export potential of Georgian bees and intervene in international mar-
kets, it is necessary to make a comprehensive and profound analysis. The article discusses the in-
fluences of market segmentation, consumers’ preferences, international trading agreements, legal
regulations, product certification, technological innovations and competition on the development of
marketing and branding strategies, supporting the efficient positioning of the high-quality Georgian
bee products on the international markets and increase in export.

Competition evaluation is critical for determining market possibilities and positioning Georgian
beekeeping on global markets. The physiological and qualitative functions of the Georgian mountain
grey bee must be emphasized: its gentleness, excessive productivity, and resistance to ailments.

The article additionally mentions the importance of a strategic method to boost export capability in
integrating technological improvements and contemporary advertising strategies, which include digital
technology and database analytics, which will have an instantaneous effect on increasing the charm
of beekeeping products. Determining purchaser preferences, cooperation with international organiza-
tions and obtaining first-rate certificates are crucial for the global reputation of Georgian beekeeping
manufacturers and gaining agreement with customers. Market analysis, contemporary branding, and
dynamic marketing are considered the basis for the hit export of Georgian beekeeping products and
their established order in international markets.

KEYWORDS: BEEKEEPING, MARKET ANALYSIS, EXPORT, BRANDING, LEGAL FRAMEWORK

INTRODUCTION lyzing their complex mechanisms in detail; this is

especially true for the Georgian beekeeping sec-

International markets, with their many oppor-
tunities and challenges, require detailed analysis
of their complicated mechanisms, especially for
a field with unused potential like Georgian bee-
keepers. International markets, with their multi-
ple opportunities and challenges, require ana-
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tor, which has such untapped potential. A detailed
analysis of the international markets is crucial for
the potential expansion of Georgian beekeeping
exports. Comprehensive analysis is necessary to
intervene in those markets and create a niche for
quality and unique Georgian bee products.
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By exporting of bee products on the interna-
tional market, market segmentation, study of con-
sumers’ preferences and competitive environment
are required, along with the international trading
agreements, determining of legislative regulations
and product certification criteria and requirements.

A detailed market analysis creates the ground
for branding and marketing strategy development,
which is directly linked to the increasing export
potential of Georgian beekeeping.

MAIN TEXT

The importance of the market segments and a
detailed understanding of their specific features
are highlighted in Begdarashvili's Master Thesis
about Georgia's export potential. The study of
scale and segmentation is the foundation for a
detailed market analysis. Each exporting direction
has its own unique combination of market dynam-
ics, resulting in individual approaches to product
specification, marketing and distribution (Begda-
rashvili, 2019: 60) [1].

To meet different market demands, under-
standing consumers’ behaviour, needs, and pref-
erences plays a great role in the selection of bee
products. Therefore, the study of consumer pref-
erences is a necessary component of the market
analysis. The nature of the consumers’ preferenc-
es is dynamic, which is caused by the necessity of
meeting the quality of the production, packaging
and branding to the market expectations (Gior-
gashvili, 2020: 35) [2]. Conformity of products to
consumer expectations increases market attrac-
tiveness and ensures competitive advantage of
Georgian beekeeping products.

The legal and regulatory framework is also
an important factor for entering the internation-
al market and meeting compliance requirements.
Each market has its own unique regulatory en-
vironment, with specific standards, certificates
and legal requirements regulating access to the
market and operation. Analysis of the regulatory
framework ensures bee products meet the ap-
plied requirements. (Nabieva, 2022) [3].

In the global world of beekeeping, competitors
use different strategies to occupy market niches
and dominate their brands. A detailed study of

112

competitors’ strategies, strengths and weakness-
es provides an opportunity to identify market
challenges and prospects. It defines the strategic
positioning of Georgian beekeeping products, em-
phasizes their competitive advantages and formu-
lates strategies to strengthen market dominance.
(Zhizhiashvili, 2019:22-63) [4].

International trade dynamics are also a defin-
ing factor in export potential. A study of the Euro-
pean honey market will clarify the import/export
tendencies, rates and the role of trade agreements
in developing market potential. Information about
trade flows and market access conditions pro-
vides the basis for developing trading strategies
considering market opportunities and challenges.
It identifies potential export destinations, trade
partnerships and market diversification opportu-
nities (Achelashvili, 2019: 49) [5].

The role of technological innovations is clear in
increasing the international competitiveness of bee
products. Technological achievements in produc-
tion, processing and packaging increase the quality
and attractiveness of the product. By promoting in-
novations, beekeeping products are differentiated
in highly competitive international markets. Inte-
grating technologies in product development and
marketing increases awareness and attractiveness
of products in the market and export potential
(Santana De Figueiredo..., 2015) [6].

The relationship between detailed market
analysis, marketing and branding strategies and
positioning of Georgian beekeeping products on
the international market can be schematically ex-
pressed as follows (See Chart 1):

Proper branding and marketing strategies also
play a crucial role in increasing the export potential
of Georgian beekeeping products. A comprehensive
approach based on empirical evidence and
innovative practices is necessary to overcome the
complexities of the international market.

Creating a strong brand - product awareness
- is crucial. The organic origin of beekeeping
products is primely important in shaping
consumer choice. When branding Georgian bee
products, it is necessary to emphasize their quality
and natural origin. Branding should be based
on the authenticity of the products, the unique
nature of the country, untouched landscapes,
the uniqueness of the Georgian Mountain Grey
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CHART 1. THE RELATIONSHIP BETWEEN MARKET ANALYSIS AND MARKETING AND BRANDING
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Honeybee and traditional beekeeping methods.
(Ceylan..., 2019 [7]; Gencer..., 1999 [8]; Kara..., 2012
[9]; Bokuchava, 2019 [10]).

It is impossible to imagine modern marketing
without digital online platforms. They are important
for disseminating detailed information. A strategic
approach to applying digital marketing tools on
a global level, including SEO, social media and
“content” marketing, is essential to increase brand
awareness. (Hussen, 2023 [11]; Philfan, 2020: 47 [12]).

Understanding consumers’ preferences is
also an important marketing task. Taste, brand
perception and packaging play an important role
in consumer choice. Thus, according to consumer
preferences based on market research, adaptation
of marketing strategies will contribute to the entry
and establishment of Georgian bee products in
the international markets.

Cooperation with international organizations
and institutions is important for strengthening
brand image (Giorgashvili, 2020: 48). International
certificates and accreditation verify the product’s
quality and safety. In addition, compliance with
legal and regulatory frameworks is strategically

GLOBALIZATION AND BUSINESS #17, 2024

important to build consumer confidence and
facilitate market entry (Bero, 2017) [13].
Integration of innovations in marketing, data
analytics, and artificial intelligence are important
elements for improving marketing efficiency. It
allows the creation of personalized, targeted
offers and advertising for the user. Therefore,
incorporatingtechnology into marketing strategies
is necessary to optimize return on investment
(ROI) and expand international access to Georgian
beekeeping products. (Novelli..., 2021) [14].

CONCLUSION

Challenges and opportunities characterise
the export potential of Georgian Bee Products.
To introduce these products to the international
market, it is necessary to analyse the market in
accordance with global customer requirements,
market segmentation, and competitive environ-
ment research. This creates the basis for develop-
ing branding and innovative marketing strategies,
which determines the attractiveness of Georgian
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beekeeping products at the international level -
forms a unique market niche.

Compliance with international standards and
integration of modern technologies in producing
and marketing beekeeping products are also stra-
tegic necessities. The growing global demand for
natural beekeeping products creates a great po-

tential for exporting Georgian beekeeping prod-
ucts in the competitive international market.

Thus, the future success of Georgian beekeep-
ing use of the industry’s export potential depends
on implementing marketing strategies developed
based on analysing the factors affecting interna-
tional markets.
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d931nG3Mamonl 3thmond&adol gju3mMm@oa:
03bMaL EgEIMTYMO SbsgmabBol s dMxboals

3mbBogombomadaolb 360d365cmmoY

30L30M0 FoMobono

930bm3oz0l pmdhmbo, 3bmxagbmbo, bbod bodigbg-zogobgmols
360336)[)0@)3(90, bodoé)oo:mqpco

30b6@0bgn mojmogody
930bm3oz0l mdhmbdsbpo, bbod bodibg-zoz0bgools
160396 bodgho, bodobmggmm

20LHMmOIB0. JoMmomgmo dgRYH3MIMdNL 3MmEIYdHadab bagdbdmm@pm 3m@gbinomab gobad-
™M0gMgomo o bogmmsdmmaobm 05DMYODY 833000MY0NLOM3ZNL d7ENMHdIMNS 33 05DMYdNL
dMo30mabmngn Lo®yYd3zmMNabo 36amMadN. bhohnodn gabbomymoas dodMOL bYadgbHoEnnL, IMDb-
doMg0gmms 3MJRGMIB630900L, bogMmmsdmmabm bogagmm bgmdg3mymgdgdab, bodsmmmadMngn
M937mo(30900L, 3MmEygnab bgMpoxnznMydab, Hhgdbmemmagnymn nbmzs3ngdabs s 3MbiyMmyb-
300b go3mgbs dgbodsdnbo doM3zgdnbarmon s 6MybnbanL LHMaH9angdnb 8907de3905%9, M3
bgab d996ymoL Jommymo FgRYH3MIMOnL domamo baMmobbob 3MmMEYJHaodaL bagmmsdmMmobm
000M90%9 989IH056 3MBNENMBNMYdL o 9gb3mMbNL BMELL.

3Mb39MabEnobL sbaadn 3603369mMmM35608 LBOIBMM FgLadmMydMMOYONL EOEE]bNLY o Lo-
gmmedmmaobm 00DMx0dg Jommymo 39x3xbH3MImonb 3mdogomboMmgonbomznb. badasbsbdgmng
Jomomymo dmob Mybo B¥ybH3MoL ybozomyMmo Godommmangmo o bamobbmdmozn m30Lydgd0,
dobo m30609Mg09, FsmamM3MmMEYJH0IMMO, 333AYMxBMOg00bInN 35gamos.

bAHMHNdn 3B0dbymns Logjb3mMbmMm 3MAHbENsL d3smMydnbamM30L dgMgmM3g bhMohgan-
Jmo dogmadnb 8603369mmobs, MMTgM0E dosgmmnsbgob Mmammiz hgdbmmmanym nbmzgangdb,
03M9mM39 M3bsdgMmzy dom3zqghnbgym 3gommgdlb, goemymo hgdbmemmagngdnbs s mbsEgdms
0009000L 8b6dmMan3nb Asmzmom; Myl 30MEadnm gozmgbab ngmbngdb gxyH3Mamonb 3Mmoyd-
H900b 808D039MmMO0L BMEDY. IMTbToMyO MM 3MYRIMYb30500L OE39bs, boagMmmsdmmabm
MM3ab0v30g0mM30 M3bs3dIMMIMMOS s baMmobbob bgMBHoRNZdHIONL dM3M390s 3bndzbgmm-
30690L00 JoMmmyma I9BYH3MIMOnL 6MYbYdnL LogMmmadmMmabmE sMNaMydnby o dmdbdsmg-
09mos bmonb dMbL3M390MaE. JoMmmymo d9RYH3MIMONL 3MmEYJhHgonb BomIshgdymo 9g-
L3MMHOL o LagMmmadmMmaobm dedMY0D d3330MYONL Loxryd3zgma@ gabbomymoas dBMYdNL
06omMnd0, MobsdgMmag 0Mgbnb3n o Enbsdnyma domMzghnban.

LY3336dM LOOYIIdN: FIVIO3IMIMOBY, 63BMAOL J6NVB(N, ITL3MMON, dMIBLN630N,
LI336MBILIOT(M AdMAM
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BOL3IMS BIMIBDNY, 38bOS63N NVIMBINJI

ddLY3dX0

LogMmmadmmobm dsdsMgdn Ms30bn dMo3s-
oo dgbadmgdmmodgonmy s gedmbB3939000
dmombmab dobn Moo 899060905000 ©7-
Homym 965mM0dL, gobLogzxcmMmgdnm nbgmo o-
dmyygbgdgmn 3mHgbEnomob dgmby woMmagn-
LO™30L, MMEMMNEYS JoMmmyman 3gxRYDHIMImdo.
998609369mmMz33b69L0S LogMMedMMabM d3dDMY-
00L oMM IYM0 3boMndn Jomomymo 39RYDH3-
Mgmoob ggb3mmMpob 3m@Hgbogmo dMEOLLO-
300. dMog3omabMmngn obsmndO dxENMY0 NS
00 000M70%7 oLYE330EMIOMI® s JoMmmy-
oo 3983703MgImMOnb boMaobbnsbo s ybngsmy-
Mo 3MmEYdHgoobsmznb Loggmsmn Bndab dy-
LogabgmML .

99x83h3MgMd0L 3MmMEYghadal LogMmmadm-
Mobm 03D0MBY ob3zmobomznb bagnMms 00B-
Mob LYadxoHOENSL, dMAbIsMydgMMy 3MYRY-
M9630900L o 3MB3xMabHymn  goMmydmb
dqbBogmo. oLY3g LogMmmsdmmabm  bLogogmm
bgmdn3Mymadgdnl, LodoMmmmgdMnzn Myay-
™my(30900Lby o 3MmEYJEnob bymbhoxzgnEnMy-
00b ggmbom oMLYOIO 3M0HgM07ydgonbs o
dmobm36900b owaabo.

00DoM0b ahamymMn sbosmadn Jabob 0M9-
b0bgnbs o domzghnbgymo LHMshgzngdnL
0907003900b bLoxyd3zgmb, MMAgMoE 30MEo-
306 3ogdomdns Jomomymaoa 39x3yhH3Mamonb bo-
99b3mmBHm 3mbHgbEnsmab dMEaLM.

d0@m0MHON GITLONO

Lodommzgamb  Loggbdmmdm dgbodmyod-
m0900b dgbobyd 093eMdd30eM0b Loognbh-
Mm 6sdMmMAd0 badgsabdygmons 65dMab byadgbhg-
00b o domn L3gENiN3yxMn dobsboomydmgdanb
©@9ghomyMo gosdMgdnb 3603d369mmds. DML
@9HomyMm0 365mM0B0LIL BYOETbHyMns dobo
dm3nbs o LYagdxbdoinnb dgbBsgzms. mnmmyg-
3 bLOgqL3MMBM B0BdMMYMYOSL dbsbNdMoL
000M0Lb ©nbsdngnb PbngomyMma 3m3dNbsEny,
Mmdgmonz gobodnmmodgob 3mmoygdhob L3gEn-
®0353000, 3oM39HnbgnLY s gobsbomgdnb don-
oMo nb@n3nYsayM 0gmdgob (0gamoms-
9300, 2019: 60) [1].

000M0L Lb3zoobbgs dmmbm3zbgdnlb sbLY3-
doymxznmagomo, dmabdomMydgmms 939300,
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bognMmmyo900bs o 3MYRYIMIBENg00L gogady
domoos ML modsdmob 3gh3mob 3Mmoyd-
Hh900b dgMmAg39d0. s8nhM3 03dDMOL dbsNdAL
09307 09mn 3mad3mbabhns LodmabdsMmydm
3M9xugM9bEngdnlb 33magzs. dmAbdoMmyogm-
0o 3MgWgMabEngdn ©nbsdoygMma 096900LVY,
Mol dobodnmmodgdlb 3MmEydinnob boMmabbab,
d98y030L0 o 0MYBEOL d3dMOL TMmEMEO-
690036 dgbo03dnbMONL dsyE3nmydmmosL (go-
mmaod3nmo, 2020: 35) [2]. 3hmoyghgdnb dmadb-
doMmgogmms IMmMEnbydomeb dgbodsdobmods
DML 05DM0L 808BD0E3gIEMMOSL o JBMYb39-
mymaL JoMmoygmo 39BYH3MIMonL 3Mmoydh-
00b 3mB3yMabHm y3nmahabmodsb.

LodomMmEdMN3n s doMYgrmnMydgO
AhomAm sbg3g 3603369MmM3560 RaghmMmas bLo-
9mMdmmabm 0050MBY gob3mobom3znL o d9-
L30330LMONL dMMbM3zbgdnlb EV3dsyMenENg-
00LyM30L. NMMGYM 05BIML vg3b PbngomyMn
99M9aymnmgodgmo goMmydm, b3gE0x03YM0 bho-
booMmbgdnm, LgMMNNRNIdHION0 S LO3OOMB-
0gomm dmmbmgbgdom, MmImgdos sM9ay-
m0Mm9y096 00BMBY 63MASL s M3gMnMmgdsb.
doM9aymnmgogmo AsMAML sbomadn 3BoMY6-
30ymgb, Mm3 39BIH3MIMO0L 3MMEYIHYo0
3990L305990MEL sMLYdY dMmbm3bgoL (6o-
00939, 2022) [3].

0983h3MgmdaL  gmmodsmym  bodysMmmao,
3Mb3nMabhgon nygb9096 LbzoLLLZ bHMhg-
3030 000MnL 60d900L EVLYZEZ390MOE s LO3Y-
momn 0Mbnb EmMInbnmMgydobomznb. 3mb3Y-
M96hg00Lb bHMoM9ang0o0b, demngmo s byLbdHo
dboMmygo0b ahomyma dgbbogzms ndmg3s do-
BoMmob ©o30300M703mn 3admbB393900Ls O
39MbL3g9Hn39060L VEE]b0L dgbodmydMMOLDL.
030 3obLOBM3MA3L JoMmomymon d9RYHIMIMdNL
3MmMOYJdHadalb LHMIHI3NY 3MdogomboMmyg-
0oL, bodL YL3AL dom 3MB3YMabHYm n3nMathg-
bMOYOL O dYsMNOgOL bHMIHYan7dL d3DSMDY
©mdnbomMmgdnlb gobadmogMmgdms (30308830-
a0, 2019:22-63) [4].

LoggbdmmBHM 3MH9B6ENIMNL gobdbdMZMY-
™0 R3JHMmMns 33Mgm3g bagmmodmmobm 3o09-
Mmonb Enbs303s. 93MM3mM0 MsBb d3dML
JdgLBs3my by 3396L nd3mMmbnb/gdb3m-
MHob H9696E0x0nL, HoMoxrgdnbs o Lo3sg-
Mmm bygmdgzmymgdgoob MmL dsdMob dgbod-
™mgomMmMOg00L Asdmysmndgdsdn. 06@MMTISENS
bogogmm Bo30g0nLs o 03BOMBY ©d39000L
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30Mmo0500L dgLobgd ndmgzs Loxyxd3zgmb bLo-
304Mm bhMahgangdab 8939x853900bM30L, MM-
dgmoE 0m3smabB0bgdL 00dMab dgbodyod-
MOg0by s godmB393900L. ngn gobLodM3zMagL
3mhgbznnm LoggL3mMmEHmM dndsMmyEydgobL,
Logoghm 3ombbomMmmosb o dsdMab ©nggm-
bognlaEnnb dgbodangdamogoL (shgmasdznano,
2019: 49) [5].

0030Mds  (Hogdbmanmgogmo  0bmgzgaEngdnb
Mhmmo gyh3mob 3Mhmoydhgoob bagmomsdmmo-
bm 3mb3yMabhnbomnobmdal godMmsdn. hgd-
bmemgoygmo d0mbB9g3900 BaMmdmgdsdn, gowedy-
00390000 o 9x8YM3300 DML 3MmEYJdHob
bomobbL o F03V0E3gEMMOLL. 06M3e30900L
bgmdgbymonm bmmEzngmegds 39xH3Mgmonb
3MmMEYJHa00b ©nxyygmMgbEnsEns dsmamzmbiy-
M9b6Mhm LogMmmadmmMobm d3dMYODY. 3MmMEYT-
Hh900L gobznmomygdsby o domzghnbgado hHag-
bmmmangonob nb®agaMmnmgds DMEOOL 05DSMDY
3MMOYJd300b 36MoOsEmMOsLb o 303BD03 M-
osb, BMEOL Lsgdb3mmbm 3mbgbiEnomb (bs-
bhebs @y nggnMgwm..., 2015) [6].

000M0L EHOMYM 36smMNBLY, BoM39HNB3N-
Lo @o 0MYbNBZNL LHMahgaNgdL s LagMmo-

ammobm 0005MBy JoMmmymon 89x3H3M9mMoNL
3MmEIdHadab 3mdogombomgdsb dmmab osMbY-
om0 ymongmomgszdomo bJgdshyMmo dgbod-
angdgmns 898930 bobom gsdmagbshmo (nb.
bg9ds 1):

Jomogmo  398YO3MIMO0L  3MmMEYIBI-
00b bLoggL3dmMBHMm 3mAH9bEnamalb edMEadon,
ob939, 3ood6y3gd MMML MdsdmoL bLEmMa
0M9bnban o dsM3ghnbaymo bhMahgangoo.
9830M0ym 3dh3n03909mnd90%9 s nbmzsEnyMm
3MadH03009 ©oxwydbgoymo ymzmnbImaz3g-
om0 30amads v730mMadgmMns bogMmmadmmabm
000M0L LoMMYMYg00L ELIIWMY3s.

dmogmo 0Mybab - 3Mmoygdhob 3bmdsm-
00b - 99906y y09603d369mm3569LN. FgRYHIMI-
monb 3Mmoydanob mmMasbym BomMAmadsgzmm-
0oL P8mo3Magbn 8603309mMmMds 893L OodDIMBY
dmabadsmydmab oMAg3060L GmMmBnMgonbL.
3930909 mns JoMmogmo Byhs3mob 3Mmoyd-
Hh9g00b 0Mybnbanbob bodn gogbzolb Tom bo-
MobbLY s 09690M03 BoMAMAIMOSL. 0M9bNbgn
9600 9®YdbyomEIL 3MmoYJEnab 8309607-
Mmosb, 9394y60L gobydgmmgdgm 07b690sL, byg-
omybmydgm 390003900, Jommymmo dmob Mybo

0333 1. 6OBENL S6ITNBNOLY LS BIM3TION630LY LS 6MIBELNE63NL LOMIOIBNIOL AMMOL

JM003IM0O)1363306M()

Bymgeio Moecndigiob
Lafldentigon doahsbiaotmna

fyohm: bggdo 8909303909000 838mhgd0b dngh
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BOL3IMS BIMIBDNY, 38bOS63N NVIMBINJI

RYIH3MoL P6030mMYMmMOsLY s 39BYH3MIMONL
OMsoEgoym 8900mEyoL (Agnmaba..., 2019 [7];
396LgMn..., 1999 [8]; 30Me..., 2012 [9]; dmM3YRo3.,
2019 [10]).

mybsd9Mm3zg doMmzqghnbgn BoMmImMyagbg-
oo 30xMImo Mmbmonb 3mohmmagodolb go-
M9dg, nbobn 3608369MmmM35608 HOMyMn 0b-
xmMMmIoE00b gozmEamgonbsmznL. gmmosmyMm
©mbgdy gogMmymo domizghnbgnlb 0bbhHmMydy-
Bh9onb godmygbgdnb bhmohggngmn doamay,
doo dmMmob SEO, bm@nomymo 3900 ©o ,3M-
Bhab®* doMmzghnban, sEnmydgmns 0Mybonb
36mosEMONL godMmEabm3nb (37bgba, 2023 [11];
g0q3s60, 2020: 47 [12]).

dmabdomydgmme 3M9xy3gMmgb3ngdnb goga-
00 93Mym3g 960d369mm3zeb0 doMmzghnbgymon
00mEobvs. 3ggdmzbg0s, 6M7bNL dvdds s dg-
®Y03s 3603369mMm306 MMEML 083odmMOL IM-
dbdoMmyomab oMAY356Dg. odMngo, 05BMAbL
3393009 ©oxyydbgdymn  dmaAbdsmgdgmms
3M9x3MobEngdnb dnbgznm, domzghnbgymon
bHMIHg3ang00L dadHoEns bymb dgybymob
Jomoymo @ybh3mMob 3Mmoydhadab dgbzmasb
9 ©93300M705L bogMmmadmmabm d3dMYOBY.

LogMmmadmmabm MMIS60B3NY0MS0 s nb-
LOHOOHYHI00D 113653FMMIMMOS S 3oMmEHb0-
mMmos 0MYbnL s3hmMohghob gadmngMmgdnb
39300 gman  Bobsdnmmoss  (gnmmgsdznmo,
2020: 48). bagMmNsFMMOLM LYMNBOISHIO0 ©S
03MagohoEns 9gabobymMgds 3MmEYJEnob bo-
Mobboby o JLaxgMmnbmygdab aILEHYMYdLL.
3oM@ 330LY, LO3OMBIyOMM S FoMygznmn-
M909e AsMAMYOMob dgLodsdnbmds bhMmohg-
30ymo 8600369mm3e60s IMAbdsMydgmMmMs
bomonb gobodysMadmo® s 0sdMBY dgb-
3mb gobssanagdams (dgmm, 2017) [13].

doM39Mnbadn nbmgzgognyMo @Hagbmemmang-
00b 0b®H9aMogns - dmMboEgdms sbsmatngo
o bgmmgbymo 0bdhgmgdhn 8603d369mm3560
qm9dgb®gdns  doMm3ghnbagnlb 9x399dbH0sbmdnL
3oLOYIFEMOgLYOMOE. 0gn bLadyomMgosb ndmg-
39 3039009b dMaAbadsMyomMnbam3znLb 39MLbmbN-
Bd0Mmgoymon, 30DsbdndsMmmyman J90039090900
o M93mads. dsdndmad, doMm3ghnbaym LHMS-
9309030 Hggdbmamangdalb AsMmzs oy30mYg-
d9mns 06390hnENJ00L sOMYBgonL (ROI) Mm3-
H000%s300bs o Jommymo dgRydH3Mamodnl
3MmMEYJHaddg Logmmaedmmabm B3mdnb go-
gsmnmgdobmzab (Bmzgana..., 2021) [14].
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©HL3369

Jomoygmo 39xxH3Mgmdab 3Mmoydhagdab
Loggbdmmpm 3mbHgbnsmon bsboosmyds oM-
bgoymn @edmb3939000m0 o dgbodmgdm-
090001, 93 3MMEIYJHIO0L Lagmmodmmaobm do-
BoMBg  ©obLVI330MYOMOE, d7ENMIYOIMNY,
000M0L 36BN gemodsmMyMma dmabdamydmab
dmmbmzbyonb, 000Mab bYadgdbHoEnal, 3Mb3y-
M9bhymo goMmgdmbL 33ma30L  dgLodsdNLLE.
MoE3 Jabab 0MYbNbgnLbs o nbmzgsinymo do-
M39h0b630L bHMohgangdnL 89979953900L5M30L
bo®yd3zgmb, MMIgmnEg ma30Lb dbMng gobodn-
MmoOgoL Jommymon 3gxyH3Mamdnb 3Mmoydha-
00L 308%039MMOL LogMmmedmMobm EmMbYDY
- 3Y40mn070L 36035myM LOdIBMM bndsL.

Lagmmodmmobm LHIbIMHYOMB Tgbode-
90bmos o 0vbsdgMmmzg Hgdbmemgngdal
0b®hoamomads 3gRYH3MamMonL 3MmeygdHadab
BoMmImM9dobs o dom3ghnbgdn sbY3g LHMSMHI-
3090 3330MY0MMOss. 39BIYH3MaMOnL bathy-
MomyMm 3MmMEYJHaddg ddsMmn gamdsmymMmn
dmmbm3zbo §Jabnb o 3mHgbEnsmb Jommymo
9993390 3MgmMoO0b 3MmEYJhadonb ggbdmmpobom-
30L 3MB39M9bHym LogMmmadmmMnbm dodIMBDY.

000960, Jommymon 39xxH3MIMOnL dmds-
300 BoM3ohgds, ©oMmgnb Loggb3mMbm 3m-
Hh9b30omalb  3godmynbgds, ©@IIM3NEIOYMNY
Lagmmodmmobm 03dMx0dg IMJdgo RoJbHm-
M9000 060MNBOL LoBYdzgmby, 8997305390790
00M39hnbagmo  LHMo®H9angdab FobbmMmEng-
my0adY.
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ECONOMIC EFFECTS OF INTRODUCTION
OF MODERN TECHNOLOGIES IN BEEKEEPING

VAKHTANGI TAKTAKIDZE

Doctoral student of Economics, LEPL Samtskhe-Javakheti University, Georgia

Abstract. The article discusses the economic impact of integrating modern technologies in
beekeeping, such as Artificial Intelligence (Al), Machine Learning (ML) and the Internet of Things (loT).
The balance between initial investment and Return on Investment (ROI), operational scalability, market
competitiveness, and government policy influences is studied. The importance of Comprehensive
Economic Analysis in optimizing benefits and overcoming the challenges beekeeping faces is
emphasized.

Introducing new technologies in the field leads to the scaling effect, which allows beekeepers
to manage more processes and operations faster and with fewer costs and to enter wider markets,
leading to increased revenue and high profitability. In addition, challenges related to the scale of
activity and market conditions are noted, mainly faced by small apiaries in conditions of insufficient
financial support (subsidies) from the state. In addition, the need to develop special training programs
for the effective use of technologies is emphasized, which will make it easier for beekeepers to gain
a competitive advantage, in particular, improving the quality of products, developing an appropriate
marketing strategy and making effective decisions based on databases.

Thefinal partofthearticle presentsthe macroeconomic benefitsthatintegrating moderntechnologies
in beekeeping can bring - creating new jobs, increasing the incomes of the rural population, expanding
the market, and increasing exports. The need for a comprehensive economic analysis of the field to
achieve sustainable and useful technological progress in beekeeping is noted.

KEYWORDS: BEEKEEPING, INNOVATIVE TECHNOLOGIES, INVESTMENTS, AGRICULTURE, ECONOMIC
EFFICIENCY

INTRODUCTION high efficiency of the bee farm on the other hand.

In particular, this is due to increased productivity,

Introducing modern technologies in bee-
keeping is an important phase for this ancient,
multi-century agricultural practice, which can sig-
nificantly increase the sector’s efficiency. The use
of the latest technologies, such as Artificial Intel-
ligence (Al), Machine Learning (ML) and the Inter-
net of Things (loT), is linked with the increased
initial investments, retraining and training of the
beekeepers and the additional operational costs
on the one hand and with the management of the

120

a rise in quality, and savings in labour costs.

In order to introduce modern technologies in
beekeeping efficiently, especially for small-scale
beekeepers, it is important to have respective
state interventions, in particular, the development
of adequate regulating and legislative normative
framework and financial stimulation of the sector
to support innovations.

Innovative technologies in beekeeping lead to
not only perfection of the production process but
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also increased market competitiveness. Market
analytics in real-time use of the respective rela-
tive data creates the opportunity for the move-
ment of the entire sector to a new level.

MAIN TEXT

The economic effect of beekeeping is directly
linked with technological advancement. Innova-
tions and digital transformation increase produc-
tivity, operational efficiency and market compet-
itiveness, though they are still accompanied by
certain economic challenges and barriers, which
are important to be considered for the efficient
integration and optimization of the technologies
(Huet..., 2022 [1]; Singh..., 2023 [2]).

Investments in modern technologies have fun-
damental economic importance. Integration of
technologies, like Artificial Intelligence (Al), Ma-
chine Learning (ML) and Internet of Things (loT)
into beekeeping requires significant financial re-

sources. Initial capital and ongoing operational
expenses, linked to introducing and applying the
technologies, are necessary economic aspects
to be considered (Bunde..., 2016 [3]; Rumman...,
2021[4]; Nikulina..., 2022 [5]).

The return on investment (“getting back”) (ROI)
highlights the economic viability of the techno-
logical integration. Improved management of bee
colonies, increased productivity, and quality im-
provement result in positive ROI, meaning that
economic profit is higher than linked costs (Zhilin,
2009) [6]. Automatization of the intensive process-
es of labour causes savings in labour costs and
raises operational efficiency (Usenko ..., 2020) [7].

Large-scale beekeeping operations support
technological integration and show other eco-
nomic aspects. The technology enables beekeep-
ers to enhance their operations, better manage
more bee hives, and intervene in more significant
market segments, resulting in increased income
and profitability. (Senchuk..., 2022 [8]; Vural..., 2009
[9]) (See Shart 1).

CHART 1. ECONOMIC ASPECTS AND RESULTS OF IMPLEMENTATION OF MODERN

TECHNOLOGIES IN BEEKEEPING

Implementation of
modern

technologles in
beekeeping

M

Source: Chart developed by author
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Economic outcomes are not linear and depend
on variabilities such as the scale of the operation,
integrated specific technologies and market dy-
namics (Vapa-Tankosic..,, 2020) [10]. Small-scale
beekeepers can also face problems linked to the
accessibility of modern technologies. They need
financial support and subsidies to overcome eco-
nomic difficulties (Giorgashvili, 2020) [11].

Training and development of beekeepers re-
lated to introducing the technologies also have
economic outcomes (Adgaba..., 2014) [12]. Special
training requires expenses related to curriculum
development and implementation to optimize
the application of modern technologies. (Chepik,
2007) [13].

The technologies strengthen competition in
the market. It enables beekeepers to produce
quality products that meet international stan-
dards, improve branding, and implement efficient
marketing strategies, leading to market expansion
and increased income (Vaziritabar..,, 2016) [14].
Based on data analysis and artificial intelligence,
the possibility of identifying market tendencies
in real time allows beekeepers to optimize their
pricing strategy and improve profitability (Subae-
va, 2012) [15].

State policy and regulating frames also affect
beekeeping’s technology and economic outcomes.
Supporting policy for integration technologies en-

sures financial stimulation and supports a favour-
able environment for innovations; it improves the
economic efficiency of using modern technologies
(Albore et al., 2019 [16]; Nabieva, 2022 [17]).

In the larger economic context, integrating
technologiesin beekeeping supports the country’s
economic development. Job creation, increased
prices on bee products, and the emergence of new
market segments are the macroeconomic benefits
caused by the technological development of bee-
keeping. (Delena..., 2021) [18].

CONCLUSION

Thus, the potential economic outcomes of in-
troducing modern technologies in beekeeping are
multifaced and dynamic. They depend on factors
like the scale of the bee farm, market dynamics,
political environment and purpose of an applied
technology. As the beekeeping sector continues
the technological transformation, comprehen-
sive economic analysis, which includes cost-ben-
efit evaluation, Return on Investment (ROI) and
large-scale macro-economic results, is crucial
for making informed decisions. Accordingly, such
solutions optimize economic profit and mitigate
accompanying problems.
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0931G3MMOs30 ;M3bodgenm3)
A&33d6mmmangdal obgmaginl 93mbmadnsnMo
3833J&J00

306 vbgo mojmodody

93™bm3dozol mdhmdsbao,
Lbod boaeba—§03obamob 360336)[)0@)3(50, bodoé)oo:mqg)co

dOLAHMIJBH0.LHdHNdT0 gobbomymns FgxYH3MIMO3dn nbgmn MbsdgMmm3zg Hgdbmmmagngdab
06h9aMoMmgonlb g3mbmadngnm gozmgbs, MmamMmogss bgmmabyMmo abhgmgdho (Al), Machine
Learning (ML) o Internet of Things (10T). 89b6s3maans domsbbo baBynb n639LHNENYOLS s 0637-
bH0Eng0L ,88mMMgOsL” (ROI)-b, M3gM3307 M F3LIHOOYMMOSL, 03DML 3MB3YMYbH7BMNIBMOSL
o dmazmmodab 3memahnznb gozmgbgob dmmab. badgobdymoas ymgmabdmadEzgma g3mbmanggma
060gmnB0b 360d369mMmds bamMagdmab M3hHndndsENNLOMZNL O FgJRYHIMIMONL 60bsdg 9MLYOY-
™0 3odm6393900L @admy3znbamaab.

©aMadn sbomo H9gdbmamgngdnb ©obgMmazs gobodnmmogdlb dobdhodnmgdab 9gx9dHL, M3
LodYOMyxdL odM 3L FgBYH3MY90L ToMmomb Jxemm dgdho 3MmEgLgdn o M3gMENgO0n JRMM
LEMOBOE O Bd3MYdn EObsbaMzgdnm, go30wbyb JBRMM Rommm d3dMYODY, MoE Ma30L dbMng
3960300Mm0O70L 50mMbLL3MxO0L DMLY O Tomam MYBHIOIMMOLL. 33oLM639, ob0dbymNY
0og48006MONL  ToLIHV090MOD o DLOOVMM 30MMOgOMSD Eo3e3dnMydyMn  gadmb393900,
MmMIYMM3E3dnM0MdEIE86Yywg0056330MyLaxgyh3MIg00bobymMaBoambabMoeb sMmobogzdomabo
330636LyM0 BbsMmEagdgMab (bydLboEaMgdaL) 30MMOgddn. sbY3g, badasLAYMONS Hggbmemangdab
9399H0sbo  godmygbgdaolb 80Bbom L3IgEnemMyMn LOLBsZMM 3MmgModgdalb  89990ds39000L
boagnfmmgods, M3 dogsm30mgoL dxx3xhH3MogoLb 3mb3nmabhama I3nMmahgbmdalb dm3m3z90sb,
39Mdmo: 3MmoydEnnb boMmobbob goydzmogbgdol, bLomobom doMmzghnbagmo bLhHMebhganob
09070039000 o AMbBoE3gIMY 0399009 oyMEbmdnm Hx39dhnsb0 goobyzghnmgdgdaob domydsb.

LHobHNoL EoL3360m Bsbodn BoMIMAgbamns 0b ogmmgzmbmangymo boMmggdgma, MmMImb
dmhoboig dgndmons 39x3h3Mamosdn Mmobodgmmsg Hagdbmmmangdob nbhggMmoinsb - sbogo
LOTYdoM 3EENMYdNL d9936s, bmxmo dgbmamgdn AMbabmgmdnb d50mbozmMadnb BMES, d3BMAL
3oxsMMM390s, 9JbdmMmbab BMES. smbndbymos oMmgnb ymzmabImadzzgmn 93mbmangyMo
060 0B0L bognMmmagds 39RYH3MIMO3d0 3EaMd0 s LabaMmggdmm hgdbmemmagnyma 3Mmamabob
00boMb9300.

LA3336dM LOOY3IBN: FIVIO3IMIMHOY, 16M3dBNIMO GIIEMITMA3NIdN, 0633LONBNIBN,
LMBILOL 3IIMEIMOY, ISMEMBN3IMN IBVBITONVEMOS
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ddLY3dX0

99390 3Mamdadn  mobsdgMmmazg Hodbm-
mmgngonb godmAgbs BamMamowagblb 860d369-
om336 9®HodLb dzgm, dMmo3omboyznbmazeb bLo-
bMBMM-bodgyMbgm 3Mogdhnzodn, MMIJMLLS
d99dmns 86083690M3060@ d0dsmmmb aMmgnb
93mbmangymn 9x39dbhnobmds. ysbmgbo ®gg-
bmamgngonb, MmgmmoEos bgmmzgbymo nbhg-
amggdho (Al), Machine Learning (ML) s Internet
of Things (loT), gsdmygbgdnb 93mbMAnzyMa
ob399dhHgo0 gmmo dbMngz O39300Mx0YMNY Fo-
Do bobyob nb639LHNENY0MS0, TgRIYHIMI-
9000L 3oaddegdnLy s LBZ3MYONL s vbY3Y
©330(h900m bom3gMmognm boaMmzgdmab. bmem
dgmMmg dbMmog - LOYIHIMOL FoMM30L Fomo
983994 H03bmMOsLMLB, bognmMmng: godMEo 3Mm-
©39bH0mmosLMsb, bamobbob d3sEgdsLMSO
o dMm3n00 boMmzg00b EBMZ35LM 6.

0360890MM39 HJbmmmangonb 3IBIMH3-
Mgmoodn 9x399H0sbo ©abgMmaznbamznb, dom
JxmMm 93nMy 3983yMh3Mogdnbamznb, 8600369-
mm3zobos  dgbododnobn bLobgmdbogm nbg-
39630900, 39MIME, 3©I333HIMN FoMzymn-
M909m0 o bLV3bMBAEydMM, BmMTAshnymn
AomAML Asdmysmndgds s 016Mm30309000L bgem-
d96ymdnb 80d600), oManL x}NbsbLyMmn Bo-
bomnbgdo.

0bmzoEngmo Hogbmmmgngdn 39RYH3Mgm-
0080 gobsdnmMmmogob oMy dbmeme bLsbsMIMM
3MmEgLob LMYMYMRSL, 3M3gE d3BDMDY 3M-
639M96Hn6oM03bMdNL DML, MyomyMm Mmm-
do 000Mab sbogmohngnl, dgbodsdobn MymyEn-
300 dmbogdms 059900L godmygbgds Jabab
0mMNobo® oMmgnb doMmm3znL sbom bndsmyg-
99 9y3960L 39ML3gIH0300.

d0@m0MHON GITLONO

098303MIMo0b  93mbm3ngyMmo  9BIIHo
30Modnm 30380M3ns oMmadn sMLYdYM -

bmmmgaonym Bobbgmobmsb. 0bmzsEngdn o
gogmymn HMmebbeymmadszngdn dMoab 3Mm-
©9dH0gmosh, m3gMmognym 9xgdH0obmdaby
o 030M0L 3MB3nMabHYbaMNobMdLL, dogMod
obg39 ™Mb sbogb goM3zgnmn 93mbmangyMon
399m6393900 s d0sMNgMgdn, MMIGMMS o0~
30mnbBnbydeE 3603369mM35600, Hgdbmenm-
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30900L 9x399H0sbo© nbHgaMaEnnby s M3thn-
80ds3000bm30L (3990@)..., 2022 [1]; LobgJ3.., 2023
[2]).

06390HnE3NYoL ™MobodgmMmzg ®9gbmmmm-
309000 0930 ®Ybsdgbhymo g3mbmangy-
Mo 9603369mmos. bygommzbymo abhgmagpo,
Machine Learning (ML) @y Internet of Things (loT)
- (0996mammagngon 9x3H3Mamosdn nbhgamo-
30obamznb bLogoMmyogd 8603369MMM356 QQO-
6obbyMm MabyMLYOL. Labynbn 3odndhomyMo O
008nboMg bom3dgMmoznm bofMmggdn, MMAMIdN3
o30300M90mM0ns  Hgdbmmmangonb ©abgma-
30L0 O godmyqgb900LbMb, obomzamabbnbyod-
™3 9730™Mg09mM0 93mbmanggmo sb3gghgons
(0963..., 2016 [3]; MYBsba..., 2021 [4]; Bogymo-
69..., 2022[5]).

03939, 06330h0300L  IOMYBds  (,00m-
0905“) (ROI) bsdL yL333L 03 Hygbmmmgnyma
nbhgaMmognob g3mbmadnggm Logmibmabybo-
M0sbmasL. xggH3Maob mzobgdob Foydsmogby-
ogmon  doMm3s, 3MMEIYJH0gmmonlb FodMEo
o bamabbob goydzmdgbads 063930 oEdNM
ROI-Lb, Mo3 gyobbdmob MmI g3mbmdngyMma
LoMEqdgMO dMYBoHgds 393d0M7d M boM-
3900 (omnbn, 2009) [6]. 3MMAaL nbHgbLoyMa
3MmEgLgonL v3hmMTdhndsEns 063930 dMmMBNL
boMz9000L EBMA35L o M3gMoEn M0 9x99H0-
306moOnL godMmEob (ybgbam..., 2020) [7].

9993390 3Mgmonb  m39Mo3ngdonb  TsbIhodn-
M90s, bgmb yPbymdL Hggbmemanym abthg-
3Ma30oL. Hggdbmemgns LodYoMydsL ddmazL
999339(H3M990L gooxraMmomamb mez300bm0 M3g-
Mo30900, 33900 doMmmb dgho Mom@gbmodab
030 o d90mBMB 650MAL YJBMM GoMmomm bY3-
996906080, ML J9I3o3 NDMEYOS d70mMbo-
300 s dmdggdnsbmos (bgbhyzn..., 2022 [8];
39Moma..., 2009 [9]) (nb. b9gds 1).

93mbmangyMmo 9993900 oM sMmab BMan3z0
o oIM3NEIOYMNY 330D, MMZMMNEI
m39Mo300b 3sb3®Hod0, 06dgaMomydyman b3gEn-
x039M0 Hhgddbmmmgagngdn s sMbyo Mo d3dMNL
©0659030 (3038-hsb3mboRa..., 2020) [10]. dgo-
Mg d5m30b 398D 3M9g0L dgndmgds 8994060m
3Mmomadgdn, MMIMIO0E ©30300Mx07M™MNY
00609900MM39 H9gbmemmangdnob bymadnbob-
30MIMOoLMb. Fom gbogoMmmgdsm x0bsbLY-
Mo dbsMmEodgmab 399dob0d3700 s LyOLoENY-
00 93MmbmadnzyMmo boMmmymMygdnb EbsdmMy35©
(gnmMmgsd3neman, 2020) [11].
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L3JJBY 1. 3IBIO3MIMOAN 0)3638IPMM3IT OIIEMILMBNTSNL PIB6IMBE3NL I3MEMBN3IMO

dL3JJOIO() ©Y JILI3ZIBN

fyohm: bggdo 9909303909000 338mhab dogh

LBo3MxdOL o Fobznmo-
M9dol, MmMIgmoE  ©olze3dnmMgdymos  H9g-
bmamgngoob  ©obgMmazobmab, obg3g  og3L
93Mmbmdn3yMn 890093900 (500gs0ds..., 2014)[12].
™My60390Mm39 Hggdbmanmgngdab gedmygbgdab
m3®hndndsgnobmznb b3gEnoM0dYdYmn  bLES-
3mgo0b bogoMmygds dmombm3zb goM3zgymon
bofMmzgoL, MMAMO0E 38390M907 MmNy LALBS-
3mm 3Mmamednonb 8997003900bs o gobbm-
M309madsbmob (Ag3n3n, 2007) [13].
H99dbmmmgangon sdngMmadlb 05dsMdY 3m-
639M96303L. 030 LOdPOEMYdL 3dmM3Lb BIRYH3-
M990L 86oMAMMB  LogMmmodmmabm LhHobomM-
H90mob dgLodsdnbo boamabbob 3MmMYyghHgoon,
3o099xmogbmb 0Mybnbgn o FobobmMmzng-
mmb 9x89JH0s60 BoMmzadHnbaymn bhMa®haangon,
M3 063930 03DMOL goRIMOIMYOSL o 9g3Mbm-
9039M0 990mba3mMgdalb BMELL (33d0Mabods-
M0..., 2016) [14]. dmMboEgdmMs 363MNBALS s by-
om3bymo 0bMgmadbhob godmygbgdom, dsdMbL
H969630900L MgamyM CMMAn Esag)bnbs o
dgLoddnbn MyognmMgdnlb dgbodmgdmmods 89-

898390 3MIM
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RYH3M9900L LadZaMyxosL vdmy3L M3HNBTNDIENY
3993900mb x33LgonLb bHMH93z0gdL O ooydgm-
d9bmb BmBggd036mods (L0939, 2012) [15].
bobgmdboggm 3mamobhngds ©@o ToMyaymo-
M90gmo  AsMmAmM  obLY39 Bo3mgbob obEybL
hadbmmmannb 93mbmadnzyMm B89093J0dy 99-
RYH3Mgmdadn. 3maohngs, Mmdgmoz dbsmb
3996Mb H9gbmaemangdob nbHgamainob, ydmy6-
39mymxab 306s6LYM Bobomobgdsb o bymb
76ymob nbm3zo30900bmM30L bgmboymMgm goMma-
dmbL, opdzmdgLgoL ™Mobodgmmzy Hgdbmenm-
30900L godmygbgdnb 93mbmangyM 9x3gJdH0o-
BmdsL (sgmdmmy..., 2019 [16]; 6300939, 2022 [17]).
IRMM Ramom g3mbmdoggm 3mbhajbhdo,
9983h3Mamdsdn Hogbmemmangdnlb 0bhgamo-
300 bganb 6ymoL g39ybob g3mbmangym gobgn-
00M90sL. LOdYTom dEaNMonL 899860, B}IYMH3-
Mmob 3MmEYdhgonb godMmomn MnMxdmads
o 030MNL sbomo LYadxbHgdnL gohgbo sMab
903Mmo3mbmangyMmo  LoMZgdgma, MMAgMN3

308mb399mo0s 398yhH3Mamonb Hadbmanmgny-
M0 3o6300m3Mg00m (ymabo..., 2021) [18].
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ECONOMIES OF SCALE, EFFICIENCY AND OPTIMAL
SIZE OF THE HOSPITAL
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Abstract. Hospitals are being expanded all over the world. Hospitals are becoming larger (i.e.,
increasing patient admissions each year) and more complex (i.e., offering a wider range of services
to patients with more diverse medical care needs). In the hospital sector and other branches of the
economy, economies of scale are important, according to which the volume of medical services can
be increased by reducing average costs and increasing quality. However, measuring this relationship
between the volume of medical services and costs is difficult because hospitals differ substantially in
terms of specialization, patient composition, and other parameters that affect the volume of costs. The
paper discusses the features of economies of scale in the healthcare sector and the dependence of the
volume of medical services on costs and quality.

Studies confirm that the influence of various factors on the costs and quality of medical services
depends on the environment and the system of incentives in which hospitals operate. Relationships
between patients and healthcare providers based solely on price negotiations do not ensure adequate
healthcare quality. Due to informational asymmetry with respect to the real cost of hospital services
and quality of treatment, medical service buyers cannot influence cost reductions and increase the
quality of treatment, which increases hospital power. Thus, when evaluating the impact of hospital
competition on costs and quality of care, we must remember that market mechanisms in health care
do not always increase public welfare.

KEYWORDS: ECONOMIES OF SCALE, QUALITY OF MEDICAL SERVICES, COST OF MEDICAL
SERVICES, HOSPITAL, HEALTHCARE MARKET

INTRODUCTION

Regardless of economic development, modern
hospitals are affected by demographic changes,
the complications of the structure of diseases,
and the development of new medical technolo-
gies. The hospital’'s operation results depend on
various links of the healthcare system: providers
of medical services, customers, competitors, and
other entities of the healthcare system.

The theory of economies of scale is used to
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explain efficiency in production systems. Econ-
omies of scale argue that unit cost decreases as
the volume of output increases. Several mech-
anisms, including the effect of volume on fixed
costs, resource specialization, and market posi-
tions vis-a-vis suppliers, can explain this rela-
tionship between cost and volume. On the other
hand, economies of scale are usually related to
the phenomenon in which a service’s unit cost
decreases when the production volume increases
(Bernet & Singh, 2015) [1]. Economies of scale refer
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to when producing various services in one large
unit is profitable rather than in several specialized
production units.

In the hospital sector and other branches of
the economy, economies of scale are important,
according to which the volume of medical services
can be increased by reducing average costs and
increasing quality. The results of many studies
conducted in the health sector support the exis-
tence of the phenomenon of economies of scale
(Giancotti et al., 2017) [2]. Still, applying the con-
cepts of economies of scale in the health sector is
becoming more difficult. The fact is that measur-
ing the relationship between the volume of med-
ical services and costs is difficult because hos-
pitals differ substantially in terms of the level of
specialization, composition of patients and other
parameters that affect the volume of costs. The
article discusses the peculiarities of economies of
scale in the healthcare sector and the complexity
of the dependence of the volume of medical ser-
vices on the incurred costs and quality.

HOSPITAL EFFICIENCY

Quantitative and qualitative parameters de-
termine the evaluation of the effectiveness of
hospital results. Three aspects of quality are dis-
tinguished: 1. Quality of resources - investment
and human resources, including the level of com-
petencies of medical personnel. 2. Quality of the
process of providing services - medical technol-
ogies, compliance with medical standards, inten-
sity of treatment, level of service to patients. 3.
The level of clinical result — the outcome of the
patient’s treatment.

Two main aspects of efficiency are consid-
ered when studying the functioning of hospitals
in the medical market. Technical (local) efficiency
- the ratio between resources and the produced
product, for example, the ratio of personnel to
the volume of services rendered (the number and
structure of treatment cases in the hospital). The
volume of the hospital influences technical effi-
ciency, the medical technologies used, and the
motivation of the organization and each worker.
Allocative efficiency - the ratio between different
directions of resource allocation, which deter-

130

mines the rationality of the cost structure, taking
into account alternative costs. Different trends in
technical and allocative efficiency are possible.
For example, an increase in the technical efficien-
cy of hospital activity that does not require hos-
pitalization may be accompanied by a decrease in
allocative efficiency - a significant concentration
of resources in hospital services.

The organization of medical services differs
significantly from country to country. However, it
is possible to distinguish the main trends in the
formation of hospitals:

e Transformation of a large part of hospitals
into large complexes where complex and
expensive medical technologies are used;

e Transfer of some types of inpatient ser-
vices to the ambulatory level;

e Increasing the intensity of treatment and,
as a result, reducing the delay of patients
in the hospital;

e Reducing the demand for beds and in-
creasing the concentration of resources on
the treatment of complex diseases in hos-
pitals;

e Rapid increase in resource saturation per
hospitalization case.

Despite the general tendency to reduce the
number of beds, the share of hospital sector costs
in the total health care costs in developed coun-
tries has been quite stable for the last 20 years
and amounts to 20-35%. For comparison, in Geor-
gia, it exceeds 60%, resulting from high levels of
hospitalization and long-term treatment.

Another general trend is the reduction in the
duration of hospital treatment. Hospitalization
rates per 10,000 population vary by country. In
some countries, it is decreasing (in 1990-2005 in
Canada it decreased by 32%, in Sweden - by 10%),
while in other countries it is increasing (in the
same period in Great Britain it increased by 41%,
in Spain - by 14%, in Norway - by 20%). (OECD,
2007) [3]. The number of medical personnel per
bed increased in European countries in 1990-2005
(the minimum was in Germany - 6%, the maximum
in Great Britain — 2.6% (OECD, 2007) [4].

These trends are due to the special nature
of technical progress in the hospital sector: new
medical technologies rarely lead to an economy of
labour resources. Often, they require the recruit-
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ment of a new category of medical workers, which
increases the saturation of resources for each
case of hospitalization. One day of hospitalization
in Great Britain is about $ 500; in some hospitals
in the USA, it exceeds $2000.

ECONOMIC STATUS OF THE HOSPITAL

According to economic status, hospitals are di-
vided into three groups: public, private non-prof-
it and private commercial. In the countries with
a budgetary health care system (Great Britain,
Scandinavian countries, Ireland, Italy, Spain, and
Portugal), the share of public hospitals is 70-95%.
In countries with a compulsory medical insurance
system, this share is relatively small, although it
still has a larger share; for example, in France, 65%
of beds are located in state hospitals; in Germany
- 55%; in Belgium - 60%. In countries where pri-
vate health insurance is more developed, for ex-
ample, in the USA, the share of private hospitals
(commercial and non-commercial) is relatively
large - up to 70-80% (Cutler, 2002) [5].

In the late 1990s, the World Bank proposed an-
other typology, according to which medical orga-
nizations are divided into budgetary, autonomous
and corporate types (Preker & Harding, 2003) [6].
In an autonomous organization, managers have
full decision-making authority. The global budget
provides financing. Medical organizations have the
full right to dispose of property. An autonomous
organization is mainly formed by transforming a
traditional budgetary organization into another
organizational-legal form - trusts (Great Britain,
Italy), non-profit organizations (Spain), and public
state organizations (Lithuania).

Corporate organizations appear as indepen-
dent entities — corporation operating according to
the general rules of entrepreneurship. The state
owns the corporation’s property and manages its
activities as its representative in the governing
body. The organization assumes full economic re-
sponsibility for its obligations. In essence, it is a
model of a state enterprise. Compared to an au-
tonomous organization, there are more rights to
use the income and more responsibility for obli-
gations. The state acts as the corporation’s own-
er and tries to maintain strategic control over the
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activities of the medical organization while leav-
ing the medical organization free to make current
business decisions. The most famous examples of
corporations are the state corporations of Swe-
den, Denmark, New Zealand, and Israel in the hos-
pital sector.

Many countries in the 1990s tried to give pub-
lic hospitals more autonomy by converting them
into other public organizations. The most famous
form is the transformation of state organizations
into trusts. For example, in Great Britain in the
early 1990s, all public hospitals were convert-
ed into NHS trusts. Trusts have established con-
tractual relationships with purchasers of medical
services, in particular with public authorities and
large general medical practices.

Another form of autonomization is the trans-
formation of budgetary medical organizations
into public healthcare organizations, such a trans-
formation was carried out in Lithuania. Lithuania
first adopted the Law on Public Organizations
(1996), which established the main features of
such organizations: income is generated based on
contracts with customers. Profit is not the goal of
the activity; it does not bring to the founder but is
directed to the development of medical activity.
In 1997, the Law on Public Reorganization of Bud-
getary Organizations was adopted.

In many countries, there is a diversity of own-
ership and organizational-economic forms of hos-
pitals. Given the medical market's peculiarities,
many countries face a difficult choice of the op-
timal ratio of private and public hospitals. On the
one hand, private commercial hospitals can re-
spond promptly to market changes because their
goal is to make a profit. When the necessary in-
centives are created to influence private commer-
cial hospital decisions regarding the volume and
quality of services, then the service delivery func-
tion can be transferred to the private commercial
sector. On the other hand, the existence of infor-
mation asymmetry allows commercial hospitals
to increase the volume or price of the service, as
well as to reduce the quality. Low-income coun-
tries prefer private, non-profit hospitals, even if
they are technically less efficient.

It is important to consider that the develop-
ment of one or another form of hospital organi-
zation is conditioned by the historically formed
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representations of the role of a commercial hos-
pital in different countries. For example, in the
US, market relations in health care were dominat-
ed by commercial hospitals from the beginning.
Historically, the main role in Europe belonged to
state organizations. Since the 1980s and 1990s,
many European countries have turned to autono-
mous organizational forms.

HOSPITAL EXPENCES

In the short term, hospital costs — the number
of beds (hospital capacity), supplies, and equip-
ment - are mostly fixed. A decrease in the number
of patients leads to a decrease in average costs.
In the long run, all costs are variable. Hospital ad-
ministration may hire more doctors and invest in
additional beds or expensive equipment. By pre-
dicting patient flow, a hospital can minimize av-
erage costs. When a daily intake of 150 patients
is expected, a medium-sized hospital and a large
hospital for 300 patients are required. Thus, at
each expected level of demand, the administra-
tion can determine the capacity (capacity) of the
hospital, as well as the number of medical per-
sonnel, minimizing average costs.

A U-shaped curve theoretically represents the
dependence of hospital volume on costs. As the
volume of the hospital increases, average costs
decrease to a certain minimum, after which they
increase again. With the increase in the volume
of medical services, it is possible to increase the
number of doctors who specialize in warfare and
increase access to high-tech equipment. Hospitals
can also purchase large volumes of equipment at
a reduced cost. However, as the size of the hos-
pital increases, so do the costs of organizational
coordination and management control.

Thus, it may be economically prudent to ex-
pand the size and scope of the hospital to bet-
ter utilize existing expertise, infrastructure, and
equipment. However, at some point, the hospi-
tal moves away from the optimal efficiency level
and begins to exhibit diseconomies of scale. Also,
small hospitals can be inefficient because fixed
infrastructure and administrative costs are spread
over a very small number of cases, increasing the
average hospital visit cost. In this regard, studies
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show that negative effects of scale diseconomies
are expected below 200 beds and above 600 beds
(Roh et al. 2010) [7].

The existence of economies of scale is one of
the factors determining the intensity of compe-
tition. When economies exist, the limits of com-
petition are limited. Therefore, it is important to
identify the limits of this economy for the health
sector. At this point, we need to understand
whether the market structure of medical service
providers is a natural monopoly, where only large
hospitals can achieve an efficient volume of ser-
vices, or whether the market structure is more di-
verse, where many smaller hospitals can exist.

However, it is important to understand that
this ratio of volume and costs is ambiguous, as is
the conclusion about the existence of economies
of scale. Studies confirm that there is an economy
of scale in health care, but it is significantly lower
(11-14%) than in other sectors of the economy (60-
95%) (Eastaugh, 2004) [8].

Hospitals are not uniform in terms of the com-
position of treated patients, the complexity of the
services provided, and the amount of scientific
research spent on the training of doctors (some
hospitals perform the functions of both teaching
and research centres simultaneously).

Let's compare two hospitals: hospital B has
more beds than hospital A, but patients in hos-
pital B have a more complex disease structure. It
can be assumed that the average costs in this hos-
pital will be higher, making it less efficient. But in
this case, such a conclusion does not correspond
to the truth. Many parameters are used to evalu-
ate the impact of hospital volume on costs: hos-
pital volume, the structure of diseases, quality of
treatment process, severity of disease, differences
between doctors’ salaries, and costs of doctors’
training. Empirical studies in this direction are
associated with certain limitations from the data,
adequate indicators, and the technical side. It can
be said that many studies in the USA confirm the
existence of economies of scale, although not
very significant, for hospitals with a capacity of
200-300 beds. An insignificant average percentage
of savings justifies the presence of competition in
the supplier market.

At first glance, hospital A, which provides a few
medical services, has lower average costs than
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hospital B and is, therefore, more efficient. But if
we take into account the many factors that affect
the long-run costs of a hospital, that is, if we com-
pare short-run and long-run costs, we can see that
hospital B is more efficient because it provides ser-
vices with the lowest long-run average costs.

Thus, lower average costs are not an indica-
tor of higher hospital efficiency. Other factors also
affect the efficiency of the hospital. Therefore, it
is necessary to empirically assess the existence
of economies of scale in each hospital operat-
ing in the local market, taking into account the
peculiarities of the case structure. This refers to
economies of scale not only for costs but also for
the quality of services. It is important to consider
that the quality of medical services is often deter-
mined by increasing the level of specialization of
hospitals. The greater the volume of types of med-
ical services, the greater the results of treatment.
It is also necessary to consider the possibility of
economies of scale in relatively small medical or-
ganizations and individual sub-departments. For
example, a large hospital with a large set of spe-
cialities may not provide economies of scale, while
an individual sub-department may be able to pro-
vide such economies through the power of repli-
cation of well-utilized medical technologies. It is
also necessary to consider the different effects of
scale (increase in the volume of services) on the
quality of treatment for different specializations
and types of services. For example, an increase in
the volume of services significantly increases the
quality of open heart operations but practically
does not change the quality of cholecystectomy.

Behavior of commercial and non-commercial
hospitals in the medical market

The status of the hospital is determined by
the objective function, which in turn is related to
the status of the hospital. A commercial hospital
maximizes profits, while a non-profit hospital may
include other factors in its function, such as serv-
ing socially vulnerable citizens, providing services
that have public benefits, and conducting research
in commercially unprofitable areas.

The number of beds determines the capacity
of the hospital. The number of hospitalizations is
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determined in proportion to the number of beds.
The optimal number of beds for a commercial
hospital-monopolist is lower than for a commer-
cial hospital in a monopolistically competitive
market, which in turn is lower than the optimal
capacity of a non-profit hospital. The price set by
a non-profit hospital is lower than that of a com-
mercial hospital.

Theoretical models of hospital competition

The relationship between providers of medi-
cal services takes place within the framework of
the existing and changing market structure. The
market structure is determined by the degree of
differentiation of economies of scale services, the
presence of hospital service providers, and mar-
ket entry and exit barriers. The wider the market
boundaries, the more hospitals can compete. And
conversely, in the absence of hospitals within the
geographical reach, the hospital gains market
power.

Studies confirm the importance of the geo-
graphic accessibility factor of the hospital in the
market structure. According to one study, a 10%
reduction in the distance to a hospital increases
the demand for its services by 13-14% (Henderson,
2005) [9]. However, the market for certain special-
ized services may extend beyond local boundaries
as patients are willing to travel significant distanc-
es to receive a specific type of treatment.

According to neoclassical economic theory,
competition leads to efficient economic results.
The services of healthcare providers are very dif-
ferent from other services. Due to informational
asymmetry and uncertainty in the origin of de-
mand, competition opportunities and outcomes
in health care may differ from those in other areas
of the economy.

Hospitals can compete on two levels:

e Competition for individual users of ser-

vices;

e Competition on the collective buyer of ser-

vices - insurance companies.

Competition between hospitals can be carried
out according to prices and the quality of medical
supplies. The main condition for ensuring the pos-
itive effects of hospital competition is the avail-
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ability of information for all interested parties of
the system according to two parameters:

e Effective use of resources;

e Quality of provided services.

When the object of hospital competition is the
collective buyer of services, competition helps hos-
pitals allocate and use resources more efficiently.
In this case, the buyer of services, due to its size
(for example, a large insurance company), has a rel-
atively high (compared to individual buyers) power
and, as a result, has a stronger influence on costs
and non-price parameters of services.

The effectiveness of competition depends on
the organization of the insurance system - the
market structure of hospitals and insurance ser-
vices free contracting with selected hospitals.
Increasing the volume of hospitals (by merging
them), which leads to economies of scale and
provides relatively high indicators of the quality
of treatment, can strengthen the market position.
At the same time, the ability of the hospital to
impose its conditions on the insurance company
regarding the prices of hospital services is ex-
panded. When many hospitals operate in a local
market, their ability to impose their terms on a
powerful insurance company is substantially re-
duced.

Methods of reimbursement for hospital ser-
vices also influence the effectiveness of compe-
tition.

Hospital reimbursement can be based on two
approaches. Retrospective compensation is based
on the actual volume of services rendered, where
the role of the financier is minimal. However, the
buyer can control hospital cases. The second ap-
proach involves reimbursing medical services
using the prospective method based on the pre-
agreed volume of services provided.

Factors of effectiveness of competition in the
medical market

Based on the theoretical aspects of competi-
tion, it is possible to systematize the factors that
influence the results of hospital competition.

Institutional environment factors. The avail-
ability of information on the quality of treatment
(mortality, re-hospitalization rates) and effective
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use of resources are the most important factors
in making a rational decision by the buyer and
user of medical services. The scarcity of informa-
tion is reflected in the imperfection of contracts
and leads to high transaction costs, which reduc-
es competition. State regulation in such areas as
licensing, establishment of quality standards, and
provision of information on hospital activities
contributes to the increase of quality in the condi-
tions of competition.

Peculiarities of local markets. The existence of
empirically justified economies of scale limits the
possibilities of competition. When the large size
of the hospital, i.e. market concentration, allows
for lower costs of services, increasing the number
of hospitals is inefficient. In addition, the larger
the hospital, the greater the volume of services
provided, and the quality of many types of treat-
ment depends on the experience of doctors and
the number of procedures performed. In this case,
expanding the number of hospitals is not justified
from the point of view of quality improvement.
When there is a need to expand hospitals to meet
growing demand - a situation where demand ex-
ceeds supply - the opportunity to compete on
quality and price increases.

Attitudes of hospitals to purchasers of medi-
cal services. An interested, well-informed buyer of
medical services is a key factor influencing deci-
sions made by a hospital on the volume and qual-
ity of services. The higher the buyer power, the
stronger the buyer’s influence on service quality
and costs. Another way to influence the buyer’s
hospital is through reimbursement. Pre-negoti-
ated, prospective funding creates additional in-
centives to contain costs, hospitals compete on
price, while retrospective reimbursement meth-
ods do not create incentives to increase efficien-
cy. In addition to the collective buyer, the hospi-
tal's activity is influenced by the individual user
of medical services, who makes a rational choice
of the hospital based on price and quality. In the
case of compulsory insurance, the price elasticity
of demand is zero. At this time, the hospital may
increase the cost of its services. When the con-
sumer pays for some of the services themselves,
the price elasticity of demand increases, and the
hospital’s price competition becomes more effec-
tive because it attracts many patients.
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The hospital’s response to changes in external
conditions. Hospital behaviour is driven by inter-
nal motivations that depend on economic status.
When a hospital has large decision-making pow-
ers, competition encourages the search for ways
to increase operational efficiency. A for-profit hos-
pital will focus more on cost containment, while a
not-for-profit hospital will focus more on increas-
ing quality.

EMPIRICAL ASSESSMENT OF HOSPITAL
PERFORMANCE
Volume of medical services and quality of
treatment

It is known that special importance is attached
to the experience and skills of doctors in clinical
practice in medicine. For example, open-heart
surgeries are allowed only in hospitals that can
perform a set minimum of such surgeries. Large
hospitals can easily meet this minimum. Better
clinical outcomes can be achieved in more con-
centrated hospitals, where large hospitals dom-
inate (in less competitive markets) and volume
drives quality. Studies confirm that the cumulative
number of cardiac operations (its increase in a
given period) significantly impacts outcome indi-
cators (lethality and complications). Also, the im-
pact of volume on quality is confirmed by studies,
according to which, in hospitals where the num-
ber of operations is large, mortality is significantly
lower (Welke et al., 2008; [10] Lee et al., 2015 [11]).

Hospital competition and production costs

Some studies confirm that when hospitals are
financed by a retrospective method (actual costs),
competition leads to an increase in the volume of
services, costs and prices (Krabbe-Alkemade, et
al., 2017; [12] Fournier & Mitchell, 1992 [13]). Howev-
er, there are studies according to which competi-
tion reduces costs and prices (Connor et al., 1998;
[14] Dranove et al., 1993; [15] Proppe & Soderlund,
1998; [16] Dranove & Satterthwaite 2016 [17]). In
addition, competition increases the widespread
adoption and use of expensive technologies (Deng
& Pan, 2019) [18].
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The most common indicators of competition
among medical service providers are:

e The Herfindahl-Hirschman Index is calcu-
lated based on hospital volume (number of
beds, level of capital expenditures) within
a country or region. In the US, the Federal
Trade Commission has defined the follow-
ing criteria for the degree of market con-
centration: HHI < 1000 - unconcentrated
market, 1000 < HHI < 1800 — medium con-
centration, and HHI > 1800 - high concen-
tration. The highest index of 10,000 corre-
sponds to a monopoly;

e number of doctors per hospital in the
country/region;

e Share of hospitalizations by hospital in the
country/region.

Hospital competition is determined by the
market structure, which is determined by the
boundaries and characteristics of that market's
population. Therefore, the measurement of com-
petition makes sense only during the correct anal-
ysis and assessment of local market boundaries.

As a result of the introduction of statutory
methods of financing hospitals and the definition
of agreed volumes of hospital services, competi-
tion in the early 1990s in the USA was associated
with relatively low costs and prices. (Fulton, 2017)
[19].

Hospital competition, treatment costs and
quality

Studies confirm that in the conditions of com-
petition of hospitals in terms of quality, there is an
intensification of expensive services, which leads
to an increase in costs and prices (Strumann et al,,
2022) [20]. In the US, this kind of competition in
the medical market, which causes cost inflation, is
called a “medical arms race”. However, excessive
duplication and intensification of services can
reduce the effectiveness of patient care because
hospitals cannot afford to invest in research into
more effective treatment methods.

Studies evaluating the impact of hospital com-
petition on costs and quality of care have produced
mixed results. High competition in the US until the
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1990s was ineffective because it increased hospi-
tal costs while not significantly affecting treat-
ment outcomes (for example, the fatality rate of
myocardial infarction did not decrease).

In the 1990s, the competitive landscape in the
US changed substantially due to the emergence of
managed health insurance schemes. During this
period, prospective reimbursement methods of
financing hospitals were introduced, which means
financing medical services not according to actu-
al costs but according to predetermined prices.
At the same time, stricter requirements were es-
tablished for using expensive resources. After the
1990s, high competition led to cost reduction and
quality improvement. Consequently, competition
has become a useful mechanism for influencing
hospital performance.

In Great Britain, the reform of the National
Health Service, which began in 1991, was aimed at
stimulating competition among hospitals. Stud-
ies confirm that the price of hospital services was
lower in regions with high competition among
hospitals; However, the higher the volume of the
medical organization, the lower the price (Joynt
et al., 2011) [21]. According to other studies, com-
petition between hospitals reduced the quality of
patient treatment (Lyon, 1999) [22]. Thus, Ameri-
can researchers note the impact of competition

on quality, and according to British researchers,
competition strengthens the price signal. In Brit-
ain, healthcare purchasers (local governing bod-
ies) focused more on price reduction than quality
when negotiating with healthcare providers. When
analyzing the impact of competition on quality,
researchers took more into account the size and
status of the hospital.

CONCLUSION

Empirical studies confirm that the influence
of various factors on the quality of treatment de-
pends on the environment and system of incen-
tives in which hospitals operate. Relationships
between buyers and providers of medical ser-
vices, which are based only on price negotiations,
do not lead to the provision of adequate quality
medical services. Due to informational asymmetry
with respect to the real cost of hospital services
and quality of treatment, medical service buyers
cannot influence cost reductions and increase
the quality of treatment, which increases hospi-
tal power. Thus, when evaluating the impact of
hospital competition on costs and quality of care,
we must keep in mind that market mechanisms in
health care do not always increase public welfare.
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annb/9mabobymgdab Bamdmgonbmznb, obnbo
bgamdobob3man bEyds, dshgdnmo boMmyg-
00b goMmgdyg, Lbzs Logmbeob BoMAMgosdn Fo-
dmbLOYg690 M. dobAhHod0L 9Rgdhn o0 dbMog
39mnbbdmob, Mmad yxmm dmaggonsbns Lb3goe-
©obbgs Lagmbanab/dMAbsbymgdalb BaMImgdy
9o dbbgzom gMmogymdo, 300Mg Medw)bndy
L39303MNBYOY LobBsMAMM gMmmgymdn.

3mb3onhomym baghmman, abg3zg MmamME
93mbmadngnlb Lb3zs oMaggodn, 860d369mMm30-
600 8oLAHOONL 93MbMBnY, MMAnL dnby3nm,
LodgENENBM dMALLbyMgdNL AMEYEMANL Bo-
DM 99badmydgmns bodygomm boMmggdnb 8-
03nMydnm s bomMnbbob dMEom. Fsbop3nb
baygmmda AshoMmgogmo dMszamo  33m9a30L
09930 dboMmL ggMmL dobADHod0L 93mbmaAn-
0b 9bmdgbnb oMLyOMOSL (Giancotti s Lb3.,
2017) [2], 9s3Mod FoboE30L LygghmMmAn Bsb-
dhoodob 93mbmannb 3mbzgxrEngdalb 3Mojhn-
3000 godmyqbgos y@mm Moo begods. bogdy
03530 gmadamymoL, Mmd LsdgnEnbm dma-
LobyMYdNL AMEYMONLY o baMmggdab yMmo-
9Mm30300M0b ©aag6s MMMy, Moaeb Lo-
03000Ymazmgdn sMLYdNMOE gobbb3o3zwgdnsb
9M03856900000306  L3gENdWMNBIENOL  EMBND,
393096h o 8900396mMmo0L o bb3s 3oMyd]-
HM900Lb dnobgznm, MMAMYdnE gogmabab ob-
09696 boMmzgdab IMEymMmOosdy. 6odMmadn go-
Bbogmymons 306o330Lb LgghmMmBn TobADHS0NL
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93Mbmadngnb  ™s30LydYMYd9d0, bLLdgENENEM
dmaLobymMgdoLb IMEyEMoOnlb EOIM3NEIOYMY-
00b boMmoyymyg gobgym boMmggdbe s baMmabbdy.

LJIV3OPLIYIMBML IBITONI6MOS

bov30EAYMBML d9w©93900L H9x39dHNSBMONL
399330900 gobnbodM3zMgds MoMEgbmMdMN3n o
bofMmobbmdmngn 3oMadghMgdno. Zodmymxygb
bofMobbob Lsd sb3ggHL: 1. MaLYMLYdNL boamMabbo
- 0639bh0E0YM0 s vEETNabyMma MabyMbydo,
900 dmMmab, bodgnEndbm 3gMbmMbsmab 3MaA39g-
h9630900b EMbY. 2. bgM30bgd0b gobg30b 3Mm-
39Lob bomobbo - gedmynbgdymo LodgENENbM
Hh9dbmamgngdn, LLFgEOENEM LEHIbEIMMHYO-
006 dgLo0sdnbmMOY, 339MBomMO0L 0bhgbLo-
3Mmog, 303096(h900L dmMALsbyMydalb Emby. 3.
3mnb03ymo d90930L @MBg - 353096¢H0L d3yM-
BommOnb godmbazsmon (5068Mngammonb goyd-
5m0gLYO0L baMabbn).

LOdgENENBM 03BIMDY Lod3dEAYMBMYONL
®}Y69430mb0oMydaLb dgbbogmabab gobobomgods
9%399H0506mMoO0L 2 dmagzsMmao sb3ggdo:

1. 099603300 (Mmm3omyM0) 9BgJHos6m-
00 - MyLYMLYOLY o BoMIMYO M 3MM-
©99dHL MM0L JgRIMEY0S, B3NN,
39MLMbsMNb MaMm@ybmonL FgBRIMEYOS
3o6g9ann bgM30LOL AMEYEMOLDdY (bos-
3000ymxumdn 93yMbsmmonb dgdmbgg-
3900L MamE9gbmos o LEHMYIHIMY).
H3360390  9x39dH0sbMosdy  3e3zmgbsb
obgbL LovzsEAYMBML TMEFYMMMOY, o-
dmygbgdymo LOAgE0ENbM  Hggbmanm-
30900, 03M9mM39, MMb0BsENNL s M-
Mgy 8do30L dmbHngaEny;

2. om3s309M0 9BgJH0obmds - MgbyMmbyg-
00b  3obobomgdnlb bLbzoobbzs dnde-
Moymgogob  dmMmab  MeboxgoMm@mody,
MmImyo0Qy 3o06LdM3MO3L bofgg-
onob  LAHMIYIDHYMAL  MENMBIEMYMMASL
smhgMmbohogmo  boMmzgoab  gomze-
mobbnbgdnm.  dgbodmgdgmons  (H9g-
603900 o 3M303079M0 9xB9IHNSOMONL
Lbbzoobbzs H9bybENgdN. BogsmMNMC,
LO3dEAYMABML Lagdnsbmdab HydbogyMo
993399H006moOnL DML 03 d90mbzq3900L
939Mbogmmonbslb, MmAmydoy of dmo-
mbm3z96 3mLb3nhomndsEnsL (gogMmymyg-
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09ma 36939mbos, MmImab 33yMbsmm-
08 89bsdmgdgmns ¥AdOMIHMMOYANS)
dgndmds mob LEY3IL dEMIsEnyMo
9%399Hnsbmonb 89830M9ds - MagbyMmLY-
00b bogMmdbmodn 3mbEgbdHMaEns 3mb3on-
Homymo dmabobymgdnb bazgmman.
LodgNENbm AMALLbYMgdaL MMZsbNBIENY
0MLYdNMOE 3obLb3sgads J39yb6900L Tnby-
300, 093Es dgbadmgdgmons gadmoymb bLoogo-
©@dymaxmyonb gmmanmgdab dmszsMmo Hnbwgb-
30900:

e 0o333AYMxM9xo0nL NN Babogmab gom-
o986 dbbzom 3mM33™Mx4LydOE, LawsE
04969096 Moy ©o d3znMoMmnMmydym
LadgENENbmM Hgdbmemagngob;

e DLHENMbsMY AMALabyMgdab dman bo-
bob goohabs sddymaBMmMoym mbgdy;

e 339MboemmoOnb 0bhgbbogmMdalb FodM@o
@, Mmammz 09930, 3030906H900L Lo-
3ombomadn oymzbgodnb d9d3nMady;

e LOBMMmy MbEdy dmmbmzbob d9330-
M90s o bLod3dEAYyMxmMyddn MMYMmON
©3039090900L 339MBoMMO0dy MobyM-
Lgo0bL dBsMEN 3MBbEYBbHMIENY;

e 3mb3nhomndsEnob mnomyym dgdmbgy-
30%9 MybyMLbgoaLb Zogamgdalb LEMoRN
DM Eo.

dngybgo3o@ Lobmmms gmbeab dgdEnMmg-

0oL bLogmom H9bgbEnabs, Fobznmamydym
939469000 5060033300 A6 boMmzgddo 3mb-
3nhomymo bggbhmmMab bomzgoab Bogno dmem
20 Bgmo bogdome bLEHdNMYMNS s d90w3960L
20-35%-L. d9aMy00bamM30L, LogoMmmzgmmadn
030 60%-b 0goMdxOL, M3 oMab 3Mb3ndhomo-
20300L domamo @MBb0bL s 3330906¢0L bobgMm-
dmogo Mmoo 833Mbaemmonb d9®9ga0.

bbgo Ymgo® H96wg6ENsL BoMIMoanbL

3mb3ondhomymo 33nMbommodnlb bobgMmdmoagm-
00b d9930M905.10000 AMbabydg 3MLb3nhamn-
BoEn0ob doh396909mn gabbbgezgds 939y69-
00b dobg3znm. dmg §399y6903d0 0gn I3nMEYdS
(1990-2005 Bmgoddn 38650880 Bg830Ms 32%-
00, 839330880 - 10%-0m), dMm3 939469080 30 0d-
Mgds (0Mnhobgmdn 08339 39M0m©AIn 41%-00
30003M o, gL3sb6gmMdn - 14%-0m, BmM35300d0 —
20%-0m) (OECD, 2007) [3].

LodgoENbm 39MLbMBaMOL MomEybmobdy
9M0) LobmMmsb dndammgdnm 93Mm3ab §39Y-
69030 gondsMmEs 1990-2005 Bmyodn (Y3gmady

140

90b60dsmyMmo aym gomadsbnodo - 6%, dagbods-
anyfo dMohsbgmdon - 2.6 9M (OECD, 2007) [4].
ombndbymn  (H9babEngdn  gobdnMmmodg-
ogmos  3mb3ndomym bydhmmMdo  Hagdbosgy-
Mo 3Mmamgbob gobboggmmgdymo bobosmoo:
obomn bodgoEnbm Hggdbmemmangdn 0d3zno-
00 gobsdnmmodgdgh dMmdnmon Mgbymbydab
93MbmMaAnsL. bdnMo nbobo Amombmzgb sbamo
3ohggmmonb 99nEnbab 3ydogms dmMdNE30DL,
M3 DML 3Mb3nhamndsEN0b MnoMmgym d90-
mb393009 MgbyMLYONL ozgMgodsb. dMa®obgm-
do 3mb3nhomndsEnnb 1 Mg asbamgdnm 500
@mmsmb dgoa9bL, bmemm 883-d0 DMZ Losgze-
©@3ymxumdo ngn 2000 @MmsML sgaMd7ODL.

LoO3oAYMaMbL 53mbMaAngnMo bdHodhybo

93mbmangyma bhohzyLbob dnbgznm, bosgs-
©@Adymxumgdn nymaxs Lod $3nxRs©: Loabyjmadbo-
xm, 3gMdm sMo3mMIgMEnmo s 3gMdm 3mag-
MEogmo. 36003300 LsdNYzahm LoLHgdL
939469080 (@0 dMma¢sbgmn, b3sbnbsznab
93946900, 06O@Mab0y, ndhomny, gb3obgmon, 3m-
Mbhyagsmns) babgmdBogm bos3zsEAymamgdnb
Boomo 9903960 LogMmorm Labmmms BMbENL
70-95%-L. LOZIMEYOYMM LIJENENOM -
dm3930L LoLHJB0L 939y69080 gb Bognno T9-
©aMgdnm 3aEnMmys, Mmydzs 98063 dgho Bogmo
339309, 33330y, LaxMebgzggmdn bobmmms
65% Lobgmdbogym LVO3IEAYMBRMYOTNS Fo-
bmogbgdyma, gomdsboodn - 55%, d0gmgnsdn
- 60%. 939969000, Lol PRMM Fgho 39M-
dm LY3gENENEM EIBM39308 gobznmaMmgodyma,
0030MNMy, 80d, 89aMyd0m OENS 3gMmdm
Lod33EAYMEBMYdNL Bomo (3MIgMEOYMO
dM33magMmEnymn) - bLabmmms gmboab 70-
80%-009 (Cutler, 2002) [5].

LoO30EAYMBML Mnmmgym babgb 8g3b IMa-
300 MM360dE0YM-bodaMmommydmnzn x@m-
Mdo. 00gomMnmo@, LobygmadBoxym LosgzaEIYym-
xmgob dgodmads BoMmMo3b96 Lobgmadbogm
doMmm3n0b MMaabmgdn o6 dgndmyds nymbL dg-
©3MY000 EadMY30090gm0. 1990-006 Bangdob
ommmb AbMmaom 056305 d50M33Md33%s bb3o
Hho3mmmans, MmMAmab dobyanom bodgEnENbm
MmmMm3eb0dsENgd0 aymazs LadOYFIH™M, 93¢HMbM-
909M o 3mm3mMmshonym bobggdow (Preker &
Harding, 2003) [6].
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030mbmadnym mMmagobndognadn 996959Mg0L
09300 3oobyzghnmadgdnb domydab LMYMO
JIRMYo3dmbomgds. ©axznbsbbyds bmmEng-
™MEg0s MmmOosmMyMmo 00959Mh00. LOIJENENOM
MmMagabndsEngolb ogzm gmbgdab gobzoMmaznb
LAY YJBWYd. 33hMbMIngMo MMmZsbadsEny,
30003MLoE, G@MMInMEIds  HMIOENYMO
LONYsaO™M MMmZabNdsENNL bLb3zs MMZbNB.-
30gm-badsMEMmdMng BMMIS® FoMEoJabol
3900 - HMsbhgdn (oo dOMmadHsbgmn, nhomny),
3Ma3mMIgMEnymn mMmgsbnds3ngon (9b3s6gmn),
LOBDMBMYOMN30n LobgmMAbogm MMZsb0BYEN-
900 (mo®39).

gmm3mmodogmo  mmagsbndsEngdo  godm-
©056 sdMy3ngogma byodngdHob - 3mm3m-
Mo3nob gmmdnm, MmImgons dmJdgadgb
0960M3gmdNL  Bdmaswn Bgbydob Tobyano.
Lobgmdbogm MAgde 3mM3ImMMmoEznnb gmbgdab
09Ld3MMYE o BoMmMd3L 3oL LOJdNbMOSL
00o0Mmm3zgmmodnm mmasbmdn dobo BsMIMDo-
©396mg00b boboo. MMEsb0dsENs 0MydL bLo-
3903M 33MEY0YMY0g0dg LMY g3mMbmadngyM
30LybnbAZxOMMMOLL. MLYdNMBE, 0gn bobg-
mdbogm bLsBIMAML dmEgmny. 33¢hMbmanyM
MM3obndoEnoLmeb dgamydom, oF d90mbo-
3m900b godmygbgonb yxmm dgho 383madg000
o 39MOY0YmMY090%9 y@Mm dgdhn 3sb7bob-
0390mmovy. Lobygmdboggm godmeEob 3mmM3IM-
Mo3n0b IRMMOgmab MmE3An o FEOMMOL
LodgoENbm  MmMEaEbnBOENOL  LOJTN3bMODY
bMahggngma  3mbhmmeab d9bomAnbgdab,
0993s LOdgENENbm MMESBNBIENSL JH™M390L
0000nboMyg LLBgYMBgM Booby3zahnmydgdanl
000900b 003007 BMYOL.  IMM3MMIE30900L
yzgmadg 36monm dsgomomgob 6aMIMo©ag-
696 9393000, obNNL, sbama ByMsbNNbL, 0b-
Mogmnb Lobgmadbogm 3mmM3IMMEngdn 3mb3n-
Homym bgdhmmMao.

093M0 939Y06s 1990-006 Bgddn d99Es©
LobgMAbogzm  boogzoEAymamygdnbmzab dng-
60g9006s dghHo o3¢0MbmMIns bbgs MMBnbL bo-
bgmdboggm mM3ebndeEngdo  oMogddbob
3000. Yy39madg 36monm ggmmadsb BoMIMoag-
6L LobgmABogMm MMEeb0BOENYONL goM©addbo
HEMOLHYOIE. BOZIMNMIE, ©NE O0MNtsbymdn
1990-0060 6@gd0b obsbynbdn 3MogdHn3nMa©
yzgmo Labgmadbogm bLov3sEAYMBM FoMEO-
0gadbo 3oboE30L Bogombomyma LsdLabyMab
HM3LHYOsE. HMLAHYOTS Lagmbhmagdhm gMmmon-
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90 0M0900 d3dYysmab LsdgnEznbm IMILLbY-
M900bL 8Yy0E39mMg00sb, 3gMdme, bobymaboxgm
9oMmmM30b MMZobmgdmab s dbbznm dmMas Lo-
9900m 3MygHn3g0006.

03hmbmandeEnb Lb3s GMMISL BomMAmo-
©396L LOdNY39HM LOTgNENbMm MMEBNBSEN-
900L 3oMEagadbs §36@E30L LAdMZSMYOMN3
MM3obndeEngds@. sbgmo goMmEoddbs gobbm-
MEogmeEs mohzsdn. mo®3zsdo 3gm Toomgb
LadMBOEMYdMN3n MMZsbndS3N700L dgbobnd
300mb0 (1996 6), MMBYMIdE ©I33Nbs sbgmn
MmMagabndoEngdnb doMomswn 60dbgdn: d9dm-
Lagamn gmmAnMEyds 3903390090msb byendg-
3Mymgonb Loxyxdzgmdyg; Imggde oM BoMmIm-
003960L Lsgdnobmodab d0BsbL, 0gn oM d0093L
©39x37dbg09mDL, 9Modgm d0g3sMmM9ds LodgEn-
306m LYJ8056MONL obznMMgddy. 1997 Byl
000907 0960 30b6mbBo LodNYEIH™M MMZabnd-
309000L bLodMEsEmMydMnzaE MamMaabndoiEnab
3obmbo.

093M 939Yy0b60d0 BoMAM@aabnmns bovze-
dymxmydnb dgboggmnmgmonbs o mMaabadszn-
Jm-93MbmanggMn @mMmInonlb dMszsma3gmm-
36900. bLBIgENENBM dBMAL MB30LYdYMYd7dNL
3om30mnbB0bgdom, d93M0 J39yobs 3oL 39M-
dm o bLobygmdbogm Lov3EIYMBRMYdOL M3-
H0domymo 0sbsxzsMmomdnlb Moymo sMmAgze-
Bab 6060dg. ghomo dbMmog, 3gMmdm 3mdgMmEnym
Lo030EAYMABMYOL dgdnsm LsdSBMM 33M0N-
™y090%9 M39Mahnma© MYegnMads, Maasb
domn 890%sb0o dmaggonlb domgds. MmEoLLE
dggabomos syEnmgdgmn bHdymgdn, MMI-
™mg00@ 3o3mabob obwybgb 3gMdm 3mdgMm@Eon-
200 LOOZIEAYMPML  3oEBY39(HNIMYI0I0DY
LgM30L500L FMEYMMOSLMSD s baMobbMLb
008smmgoom, 00806 dgbodemadgmons byMmgon-
L9go0L 0bMEHd0L BYbJENNL FowoEgds 3gMdm
3Madgmzoym boghmmdy. dgmmyg dbMng, nbRmM-
M3o3ob obNdghmonb oMLYOMOS 3MIgMEBOYM
Loo30EAYMABMYOL  dgbodmagdmMmmOosh sdmy-
3L godommb LyM3znbaL AMEYMMOs o6 @sbo,
03Mgm3g 0990030MM6 bomobbo. ©odsMIgdm-
bogmnabo 939Yy69060 g3n0Mahgbmodsb 86099096
39Mdm sMyo3magmEngm bLos3sEAYMEBMYOL, 0y-
6o H976039M3® bo3mMyds® 9BIIJHNIBL.

06003690mmM35600 030L gom3zom0bB0bydy,
Mmd LOO3EIYMBML MMEBNBIENAL 83 0
03 gmmIob gobznmoMmgds Zob3dnMmmogdymns
bbgoobb3s J39yobodn 3MIgmzogmn bLosgzoe-
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@Iymxuamb Mmmdg obhmmoygmo Asdmysmo-
090ym0 BomMAmMmanbgdnm. sby TogoMNML,
003-90 5360330L bxgMMIn M30639 LadL-
MM JM0gMmomogon Aasdmysmnody, sdndma
o0 ©mdnbnMmydbgb 3MAgMmEogmn  bov3s-
dymamgon. g3mmadsdo dmagamo Mmoo abhm-
Moo Lobygmadbogm MmMmgabndoEngdL 939m-
36m@om. abmmme 1980-1990-0360 BEgdnELb
093M3s 93MM3YMaAs J39Yobod dndomms d3¢HM-
bmdoym mMmagabndsEnym gmmagob.

LoogzoIYMamb bomzgdo

dm3ma300006 3g9Momedn Los33EIYMRBML
boMzg00 - babmanms MomEgbmods (bos3zsadym-
amb LNAdmozmyg), dshgMaosmymn BoMsggyon,
dmbymodommods — doMomoo® 330dngn boMm-
$9000. 3530906(H900L MomMEabmonb dgdEnMmyxdy
306030MMO70L Lodyomm boMmzgdab d9dEnMY-
00L. gMdgm3zeNsb 3gMmomdn yzgms boMmggodn
33mMono. LO¥30EIYMBRML dETNbobHMOENSA
dgndmgds sngnMmazmb 99ndgo0b on Mom-
©9bmdy, IMebnbmb odshgonm Labmmgddn
o6  dznMmomnmgdym  ImBymonmmOos-abo-
©39M90dn 0639LbHNMYds. 3530906(H00L boge-
©ob 3MmabmdnMmgonL EMML boszsIYMBML
dggdamns  Ladyomm  boMmxgoob dnb0d0DYOL.
MmEgbsE IMbammbgmns 150 353096 H0L ym-
39mo@omo domydy, bogomms Loadyesmm dm-
Bymonb boszoEAymxym, 300 3530960y bogn-
MM 0O LBYZOEIYMBML 8d96900. 83339M,
dmmbmzbob ymzgm dmbommobgm ©mbydy
03060LbHMOE0SL dgydans gobLodM3MML boo-
3003ymamb dmEyammos (bnddmoszmg), sgMmgm-
39 LOdgEOENbM 39MbMBIMOL MamM@ybmody, dn-
6080d507mM0 Lodyamm bofMgqdon.

LO30EAYMBRML IMEYMMONL EIM3ZNEYOY-
g0 boMmggody mgmmoymo@ gobobomyds U
xmmdnb 9MYEom. bLos3dEAYMEBML dMEYEIM-
00b BMEOLLL Lodygomm bomggdo dgnMEYdY
3o6LdM3Mym dnb0d7ydsdy, MMAMnbL 390093
nbg3 0dMEYdL. LOdgEnEnbm bymMmznbgdob dm-
Bammodnb BMENbsL dgbadmgdgmns 9g0dgd0b
ammaob L39ENIWNBIENNL DMES @O Tomo-
o®gdbmemagnym dmBymonmmonddg bymdn-
LOB3EMAMONDL BMEY. LosgzsAYymMamyoL, sbg39,
dqbodmydmMmody 996900m d9330MY07 ™ RdbLYE
dg0bynmb oo dMEyEMonc Imbymdnem-
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0900. 893Msd bLVOZ3EAYMABML  dMEYEMONL
DOOILMOD 9MMdE 0VDMEIOs MMB3bNBENOL
3MMMONbo3000g o 3dsMmM3gmmonm 3Mbh-
MHmmdg boMggdo.

903bgo300 0d0by, MMT doLIHO00 DMZOI®
dbmEoMEYos JRMM Tomam 3MMOYIJH0YmmMOs-
LB, goM3399m FsLIHBOL D300 dMg3MbM-
d0Mno. MomoE dmagb®dn, badyemm boMmzndn
06yg0L DML BMBsLMb gMMoE, MIEeb .-
dothgonmon boMmzgdn BoMIMJIbAL dobIHOdNL
0Mo93mMbmanymMmooL. 88330Mo, dgboadmmoy,
93mbmangyMom gmbogzmymn aymbL bLoo3o@-
dyma3mb DM30LY o IMEYMMONL goBIMMMYdS
0MbYOYMO BodmEENmMyonb, nbxmMabhmMydhy-
Moby o dOFYM30MMONL P390 odmboygbgo-
™My. MYIE, MamseE dmdgbddn, bosgzeIYmMam
dmMm90s 9839JH006MO0L Mm3thndammym mbayb
@ 06yqgob dobIHadnb oMag3mbmadnymmodnb
390m3mabob. sby39, 93nMg LoszsIYMBMY-
003 d90dmgds nymb 3MdgRgdhHnsbo, Mawagob
x04boMydxMN bgMILHMYIHYMYMO O -
9060bdHMoEnymMn bomzqgdn babomEgds domon-
06 93nMg MomMEgbmonb d9dmb3zg390%7, M0MLE
0dMEY0s Lod3dEAYyMxMAn 30dD0HOL Lodysmm
m0Mydxmgds. 93 dbMmag, AsdhoMmgdyma 33m9-
3900 0hA3969096, MMT FoLIH00L YJaMym®yncn
939900, 3M393mMbmanymmods dmbammmbymons
@aobmgonm 200 Labmmdy Bogmgdn o 600
LaBMMBY Dgdmm (Roh s Lb3. 2010) [7].

93mbmadnnlb dsbIHodaLb oMbyOMos 3Mb3Y-
M96300b  0b®HgbLbogmdalb  gobaLOBM3MgmMN
gfhm-ghmno godhmmns. Mmogbog 93MbmaTny
MgomyMo  oMLYdMOL, 3Mb3xMabnalb  bo-
DM3M900 0DMYEY0. s80hm3 83603369 mM30600
©o350306Mmm o3 93mbmaAnnb LadM3Mgdn Fo-
bo330L bLgghmMaLOM3NL. 88 MML bLagoMmmy
39303M0), M339bo oMnb bLodgonbm bY-
M300900L 8086MEYOMxOAL d3dMAL LHMYIHY-
Mo 09bgdMmnzn AmMbm3mmas, LooE dbmeme
abbzn LYV3EAYMRBRMYOL dgxdmnso dnsmbo-
mb LYM30L9d0L 9RJIH000 FMEYMMMOLL, o6 do-
vMob LHMYIOYMS YIBMM TMZ3MBIMMI600,
ool d9bodmydgmMny OEN MaMEybmdnm
3o(hoMmo LYOZOEAYMABMYONL 3MLYOMDY.

033bmob, 3608369MM33600 gozngmom, Mma
dmEymonbs @o boMmxgonb gb MmebogsMmom-
0o 0MygMmMA60d369mm3z0b0s, 0bY39 MmamMma
93mbmanob doLAHONL 3MLYOMOODY 3bL3300.

MmamME 33093900 3abHMIOL, 506133900
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0MbgoMOL FobIHoonb 93mbmaAny, dogMad 0gn
0608369mm3600 ©odomos (11-14%), 300M9
93MmbmBnznb bbgs sMagddn (60-95%) (Eastaugh,
2004) [8].

Loo3oEAYMEMadn oM oMNob gMmma3zoMmm-
30660 65939MbsMgd0 353096(H900L d90500396-
mmoonb, gobgymo LyM3z0LYdAL  boMoymab,
99009000L L63MYOVDY gobggmo boMmggdob Lo-
993609Mm 33m93900L dMEymmdnb (dmagn Lo-
03000Yymam gmommymsm sbMymadgb Mm-
3mmE LobBOgMM, 8LY39 3393000 396MHMNL

3y6930900L) dnbg3000.
9MM3s69gb  d9g30ommm  mMmo  LdZoE-

dymam: LosgzaEIymxym B-do Lobmmms Mom-
©9bmds yg@3mm Tghns, 300M9 Los3oEIYMBM
A-80, 053Mad, v35LMB, 353096(H70L Lov3E-
dyma3m B-3n 90430 ©o0300900L gx3Mm Mmmo
bAMYIDHYM. dgndmygds 3033MdYEOMO, MMT o0
LoogoEAymamdn bLadyomm boMmzgodn JBMM do-
momo 096900, dgLodsdnbO®E, 0gn B3OS
98399H05b60s. 8ogMod o0 dgdmbzgzsdn sbgomn
©ob3360 oM d99Loddg0s g9ddomndndol. bLo-
03000YymMmamb dmEyEmonb boMmzqddg gozmy-
B6ob 99LoRLYOMOE godMnygbads IMdZ3M0N
30MadgMHMn: Lov3zeEAYMABML IMEYMMMOY, ©o-
0390909000b bMYIHIM, B3xMBamMoAL 3Mm-
39LobL bomobbo, s3009060L LNAdndy, ggodmy
060D MoyMydg0L dmMmab gobbbzezgdgodn, 9gnd-
o HM9g60639060L boMzgdn. 90 FndsMOYMYdNm
q9830M0ymn 33tmM93900 ©830300MJOYMNS Fo-
M3309 3900390006 MmgmME dmbs39dg-
00b, 0b93g 9333 IM0 nbnzoHMMgdab o
99603900 dbMnasb. dgndmgds nmg3ob, MmA
030-00 dMya30(M0 330M930 dLbHYMYOL 93mMbm-
d00b 35bdho00bL 3MLYOMOSL, MPYTES 3MEMY 0LY
0600369mM30600, 03 LOVZIEIYMBMYONLIM-
300, MMImob dImEymmoss 200-300 Loabmano.
93mbmadnnb yd8b0d3zb69mm Ladyemm 3MMEgbhn
033MM oL 8n08B6mEgdgmMms d3dMBY 3Mb3Y-
M96300L 5MLYOMOLD.

gmoon d9bgznm, boogzodymam A-do, Mm-
dgmo@3 obybb dgnmg Mom@gbmonb Lsdgon-
306m LymM30Lgd0L 0BMEYOSL, Ladyemm boMm-
5900 3@Mmm bo3mgony, 300MY LoszsEIYMBM
B-00, 99000080bo® LOV30EIYMBM A mnmgmb
IRMM 9x89JH00600. 3ogMd M7 3o30m35mnbBN-
B0 dMoz30Mm @odhmmbL, MMIMYdNE o3MI-
Bob obEybL LoO3dEAYMBML FMIJM33@NSH
bofMzg009, 969 07 893005MJ00 TMIMIY35N30
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o 3Mdgm3zonob boMmggob, dgndmgods 360o-
bmm, MM3 LoszEIYMABRM B yi3Mm 9x397H0s00y,
Moasb bLYM30LYOL oBoMIMgoL dnbndogymon
3Mdgmaonabn bodyomm boMmggdno.
00330M3®, 303N Ladyemm boMxgdn 0o-
3000300 oM BoMAMOEE]ObL Lov3dIYMBML
Inmm  domoma  9i39dhH0obmonlb 0bwogohm-
ML. LOO3EIYMABRML 9RYIJHNObMOIDY Fomg-
Bob obgbb bb3zs BogdhmMgdnE. sdnhma vy@En-
™mgogmns 93Mbmanab dsbdHadab sMbydMdL
9930Moymo d9xaobyds dEaNMMOMNZ 03dDMDY
0mdogo o0nomgym  boosgzodymamdn  d90-
mb3z9300L bHMYIHIMOL M330Lx07xMY0x0NL gom-
30mnbBnbgdnm. smb0dbymn gbgds dobAdho-
00b 93mbmanolb sMmadsmbm bomzgdobom3znL,
0Madg byM30LYdNL bomobbobsmzgnb. 360d367-
™M33600 3o30033mnbBnbmm, MM bodgnEn-
bm dmabobymgdob bomnbbo bdoMmo gobabe-
DM3M90s LO¥ZIAYMBMIYONL L3gENdMNBENOL
©@mMbab v30mMyxd00). M3 IRMM dgthns bodgwon-
30b6m bLgM30LYdNL Lobggdob dMEyMMOY, dom
99®0o 939MbommoOnb d9093900. Y30 Y09-
™m0y, obg39, 3930Mm30mabBNbMmm dobAd®Hodnb
93Mbmadnnb dgbodmgdmmods dgoMmgdnm dEn-
M9 LFgEOENEM MMEEBNBENY0T0 O Fom3g-
7 94393006ymxznmndgddn. 39309MNMI®, ©0-
©03d Lod30EIYMaMI L3gENOMNDIENOL ©OEO
Bo3Mgonm dgbodmgdgmons 39M YdMYb3gmymb
0oLA®HOONL 93MBbMBT0NY, 30306 MMEYLLE BoM3g-
73 §398006ymxa0mgdsd, dgbodmms 3dmyb39g-
oymb sbgmn 93MbMaTns - 3oMZo sM30bx0YmMN
bodgnEnbm  Hggdbmamangdob  HoMmognmyg-
00b domoo. sbJ39, dobamzomabBnbgdgmns
35L3hoonb (bgM30LgdOL BMEYMMONL BDMEY)
93399H0L bb3zoobb3s gozmgbs 33nMbsMdNL
bomnbbdg Lb3zoELb3s L3gENIWMNBE3NNLY ©Y
LgM30L500L LobggdoLOM3NL. dbY Tz NNV,
bgM30Lg00L dMEyEMONL BDMEs 360d369mm-
360 BDMEOL Moo gYmwmdg mM39MoEngoalb bo-
MobbL, FogMad 3Magdhngamo oM 33mab gm-
™gEobhggbhmannb boamabbb.

3M3IMBOIT() @Y dMISMIIMBNIX()
LAII3VLIIMBMIASGNL JBI3Y
LJIFIPNBN6M 6IDIMDBI

Lo30EAYMABML  bHHYLO obobodmzMgds
90db6momngn ¥YbJinnb dnbywznm, MmaAgmog
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mo30L 3bM0g, ©o30300Mx0mNs bLod3oEIYM-
amb bhHodhybmsb. 3MIgMEnymn Los3zoEIYMAyM
obgbb dmggdnb dogdbndnBydLL, Bodnb MmY-
LOE oM3MAIMENYMAS LOBZ3EIYMBRMAE My30L
®9693nodn dgbodams Asmomb bb3s Boaghm-
9003, 0933MNM3® LMENIMIYMI® OYE3IW0
dmdomoggqgonb amababymgds, nbyoma byMmznby-
000 3o6930, MMIMyOLYE 89300 LodDMGsMYOMN-
30 LaMEggxdMYdN, 3MIJMEBOYMI® 3MIMYbH0g-
omym beyygmmgddn 33amg3900b Ashamydo.

3M39ME0I™MO o 3Md3MIgME07M0 LOS3S-
dymaxmgonb J393900b d9x3sLads gobboggmMg-
0 0b6®H9gMabL BoMIMoaqbL.

Lov3eEAYMBRML Loddmozmy gobnbodmzmyg-
00 Labmmms MoMEYbmdom. 3mb3nhomndo-
300oLb MomMmEAbmos gobnbodm3zmgds LobMmmMmy
MomEgbmosbmob 3Mm3mmznsdn. 3MIgMEny-
™0 Ld30EIYMPM-IMbMm3Mmmabhnbmznb bLo-
Bmgdob m3dmndomym MomM@gbmds odamny,
300009 3M3gMmEn o bos3zsEIYMBMLMZNL IM-
bm3mmabhnma 3mbiayMabEnab dsdsMBY, Mo
mo30L dbMng, IBMM 03NS, 3000M9 dMo-
3M39MEogmo  Lod3oEAIYMBML  M3hHndomymo
aMEIMMos. 9Ma3magmEngmo Los3sAYymMxumML
009M a39bnomn gobo MM Esdsmny 3MAY-
ME09™0 LYOZEIYMBML BILMSD dgoMmydao.

LJIV3IPFIMBMIBOL 3MB3IMIABBNNL
MIM@OIX0 3MPIXNIBN

LodgoEnbm dmadbobyMgdalb BndBMEYO-
oL dmMmab ymmngMoimods bgds dsdMmab oMm-
LYOYMO o (330MYOdEN LHMYIOIMOL BoM3-
™90d0. byodsdMmM bHMYIHML FobLadM3MO3L:
dobdHoonb 93mbmany, bgMm3znbydab oxgMb-
30s3nob bamobbo, 3mb3ohsmyma LyM30LYdNL
090(339m900b 0MbyOMdY, 65B3MBY dgb3Mab
3o0mb3zmnb dsMNgMgdn. M3 YIBRMM BdMHMMY
000MabL LadM3MydN, 300 39 LOVZEIYMBRMY-
0L dgydmosm 3Mb3xMabEny. s 3nMngdom, go-
Mma3mMox0ymn bymadnbsbzmamonlb bodmzmyod-
do DLoo3oAYymaymydnb oMeMbydomMonLb @MML
LO30EAYMABM MxOxMMOL LOOSBMM domob.

33193900 33bHMIOL LoszsEIYMBML 3g-
Mma3mMox0xmn bymadnbebzmmamdnb gsgdhmmab
0603d369mmdsb d3dMaL LHMYIHYModn. ghmmo
33m930L 80bg300, LosgaEIYMEBMAEg dobdn-
ob 10%-000 899300700 13-14%-00)0 DML dnb
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LYM30bYdDY BMmbm3zbsb (Henderson, 2005) [°].
080016, goM3zgnm L3gENaMNdYOYm byMman-
L9009 ddsM0 Fgndyds odM309L MMISY-
M0 LOBM3MYONE6, MOEEID 303090(Hg00 TV
0MNdb goamobmb 8608369mm3060 odmmMg-
00 939MbommMdNL L3gENBN3YM0 Lobab Fobomyg-
000.

BgmamaboggMmo  93mbmdoggMo  mgmMo-
nb dobgzom, 3mb3xMabEns Zobadnmmodgdlb
99399006 93MmbmadnzyMm d99390L. LodgnEn-
bm 9mabLabyMgdob F0dbmEgdgmms LyMm3znLY-
00 dmngMm gobbbzezwgds bbgs bgMznbydnLRSb.
0b6xzmmAsEngmo sbndghmoob s IMmmbmzbob
BoMIMIMONL goyMm33g3emmonb godm, 3mb3y-
M96300L dgbadmgdmmdgdn o 39093900 Fo-
booEzedn dgndmgds gobbbzezwmgdmoab 93m-
6mdngnbL bbgs begmmydaLasb.

LoO30EAYMABMYOL dgydmonsm 3mb3yMmabiEns
mM ©mbydY:

e 3mb3nMgbizne LYM3nLYONL nbEN3NEYS-

omym dmabadsMmyogmdY;

e 3mb3yMgbiny LM30LydOL 3MEaghoym

9y0039mdg - LadM393m 3MI3s60900.

Lov30EAYMEMydL dmMab 3MbB3nMabEns d9-
ndmyods gebbmMmzngmeab Mmgmmz i3abgonb,
ob939, LodgoEnbm dmMAbabyMmgdalb boMabbob
00bg300. bLoozoEIYymMaMydnb 3MbB3nMobEn-
0b EoY00m0 JBIJHIONL YOMYO3gMbsYyMBs©
dmagamn 3nMmodss nbxammdsznob bgmdobeb-
30mamos bobhgdab yzgms s0bMHgMabydymN
Mmamamabomznb mMmo 3aMadghMnb dnbg3znom:

e MybyMLOOL 9xBgIMHNS60 godmygbdy;

e J06mEydmo bgM3znbgdnb bomabbo.

MmMEaLLE LO3dEIYMBMIONL 3Mb3xMabEn-
ob md0ngghoo bgMm3z0bydoab gmmgdhoymMmo dyng-
390, 3Mb3yMabEns bgmb 36ymodL bosgeIym-
x}m9onb dngm MgbymMbgonL IBM™M gRIJH0S6
3o06360mgdob s @edmygbgdob. TmEndxm
dgdmbggzedn bLyM30LydNL BYyo3gmn Md30L0
amEy@mmonb godm (Bogomomo®, 0N bLoEo-
DM393M 3MI35608) BMMOL FgMYON0 dsmam
(n6@n30YsMyM 8YynE3gmgdmeb dgsMgdom)
domob, o 9909350, 3BMM dmngMm gozmgbob
obgblLb bamzgdbs o LYM30LY0NL dMIRSLNDL-
909/ 3oMadghM9ddY.

3mb39M9b3nob 9x3gdhnobmds ©odm3n@I-
00Ny odM3930L LOLAHYTNL MMBSBNBIENDY
- 3mb3ohomymn s LOELdM393mM LyM30LYdNL
L3dSBMM LHMYIDHYMdY, dgMAgym LodgzoIYm-
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RMy0msb Mmo30b RO 3MBHMJHNMY0DY. bo-
03000Yymayzmgdnb dmEnmonb godbbznmgdsd
(Bomn BgMBydom), MMAgmoE gobsdnMmmogob
doLbA®HoOnL 93mbmMAnsL o PBMYB39MYymMRL
039MbBognmonb bamnbbob dgoMmgdom domom
00A39690mMg0L, dgodmgds godmabznmb  bo-
000MM 3MBNENNL godmngMmgds. 38 @MML Go-
MoM3g0s bLos3sEAYMBML dgbodmydmmods,
Mmd mo30bo 30MMO500 BoygygbmbL LodM3g-
3m 3ma30603L 3mb3othomymo boM3z0LgdNL Go-
0906 V39300M7000. MMEILLE MMISMYM
0000MB) dmMJdg909b oo MomEybmonm
boogoAdymaymagdn, domn  dgbodmygdmmogon,
MHmd 0o30b0 30MmMOgd0n Boyxygbmb dmogMm bo-
©adM393M 3M3336050, 0sMLYONMOE BENMEY0..

3Mmb3nMabinob 9x33gH0obmMdsdY, sbY39, 3o-
3m960L obgbLb 3mb3ndhomymo bLyM30LYONL
360dMayMgdnb dgomyodn.

LOO30EAYMBMYONL 865BMOYMgds dgndmy-
00 9®1xdbgdmagb mMm Togmdob. My@HMmmL-
399MH™m0 365dMexMads gymnbbamob gobgymaon
dmaLabymMgdab Bagmoymo dmEymmonb dnby-
3000 365DMoyMxosL, Loal odxRN6S6LYOMAL
Mmoo dnbndomymons. myd3e, dynw3zgmb dgyd-
s 3mb3ndhomymn dgdmbzg3gdalb 3mb@mm-
0. dgmmg dnamads gymobbdmob badgnin-
bm LYM30LgONL 36BMBYMYdIL 3MML3gIDHEn
0900m©00), LoEOBE d63dDMOYMYOS gobgymn Im-
dbobyMmgdab B60bsbBsM Jgmobbdgdymn dmMEY-
omonb dnbgznm bmMmEzngmEgds.

LJIFICNBN6M 63BIMBI 3MB3IMIGBNOL
JBIAIONI6MONL BITJOMMIBN

3mb39M9bEnnb mgmmoyama sb3gdHadnb bo-
®1d39mdy dgndmgds Raghmmgonb bobHgdo-
H0dg0s, MMIMYO03 go3mgbob sbwgbgb Lovgze-
©dymxumydnb 3mbiyMmabEnob d90939009.

06bdhodhygombogmyma goMmygdmb gogdhmmMmgoda.
839MBsammonb bamabbdy (LnzzomNsbmodnL,
3ob63gmMmgonmn 3mb3ndhomndegnob doh39690-
g00) s LBIYIMYdgdab gx3gdhnsba gsdmyg-
6900L d9Lobgd nbgyMMAs300L bygmdnbobzm-
dmods oMb ydmszmabo goghmma bodgoEznbm
dmabLobyMgdnLb dyn3zgmobs o dMAbdoMmyod-
mob dngM Mogombomymo gosbyzghnmgdob
90boMy0sE. NbxamMmTsEnob LNdBoMmy snbobydy
3MbhMaghgonb sMmabMmymymanmgdsdy, sby39,
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3963300MMd90L domom (HMbBJ30Pm boMmzqol,
MoE3 9930MYdL 3Mb3yMabEnab. 3mb3nmMgbiznab
306Mm090dn bomaobbob DML bygmb HEymMOL
bobgmdbogm Myggmnmgds nbyo byzgmmaoddo,
MmammoEss: mnEgbdomyds, bomobbob LEH-
boMm®00b oagbs, bosgsdymamb bogdns-
Bmodody 0bgmmIs3nnb 30MYb3gmymas.

030mMmMoOMN3z0 03dDMx00b Ma30L7507M90700.
93Mbmadnab dsbAhHod0bL ga3nMoYMIE EILOOY-
m903m0 oMLbyOMdY BOYEA3L 3mb3xMabiEnab
dgLodmgdamodgoL. MmEabol Los3zsEIYMBML
@00 M3y, 963 00DoMDY 3MBEgbHMoEns, LY-
M30090%g JRMM oMo boMmzgdob Tdgbod-
myommosb ndmy3zs, Lod3sEAYMBMYdOL M-
MmE9bmMmonb BME 9MdgRgJhHNsbns. 335LmM.b,
Mo3 IBMM ©0ENs LBY3IEIYMBM, dom M0
Bomamydymn LoM30LYdOL IMEYMMOL, bmem
939Mbogmmonb 093M0 Lobgmodob boMmobbo Eo-
9m3nadymMns 9908900L godmMEENMydaby o
Aohomgodymon 3MmEgYMgonb MomEybmdsdy.
00 9900b3g39d0 bLoo3z0EIYMAMydab MomEY-
Bmoob goxsMmomgds bomobbab goydzmogby-
00b M35MLYBMOLOM 3fM ML godsMmydyO.
MmEabsEg 8dsMon Iammbmzgbolb sbszdsymxn-
™90y 3MLYOMOL Lod3oEAYMABMYdNL Foqioe-
Mmomgoab bagommgods (bodhysEnsdn, MMEILLS
dmmbm3bs smydahgds dnBmEgdsb) 0dMEgds
boMmobbob s BsLNL dobyznm 3Mb3xMY6ENNL
dgbodmgdamoo.

LOS30AYMBMYO0L ITM3ZNEYOYMYds bo-
dgoenbm 9mabobyMmgdnb 0dyn39mMdmMLb.
©@a0bhgMgbadymn, LodgEnEgnbm  dmaAbLoby-
Mg00b 3oMago nbymmInmMgdymn dYynE3gm0
oMmob LovgeEAYymxumb dogm byM30LYdNL TM-
ByMmmosdg o baMmabbdg dnbomyd gowabysg-
Hhomy090%y dmgdgn 3amozmabn qdgdhmmo.
Mo3 JBRMmM domomns 3Yn3gemab doms, 300
domongmns 3Yyn39emob gogzmagbs LM3z0LydNL
boMmobb®g o boMmznddy. yn3gmob Losgzoe-
©@dymamdg gozmabob bbzs Loadyomydes vbo-
dmogmgonb dgomeon. 60bsbLBsM Tg0obbdgdy-
0, 3MmL3gdHImo Ei3NbabbLYONLLL nddbydy
boMzq00b 893039000 @ado®gdomn bhndymaodon,
Lov3eEAYMABMYgon 9MmMobgmb 369396 xoLAL
d0bg3z0m 3Mmb3nMybEnaL, 8od0b MmEabLE MY-
HOMML3gIDHMo 8b63DMOYMYO0L FgoMmEydn oM
94860L 9x893dH06MO0L odM@OL IMmBHN3oEnsb.
Do030EAYMABML  LOJ3NbMOSDY  3MMgghnym
9yn39mnb gomMs 3go3mgbab sbybb bodgwon-
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30bm dmabobyMmgdob nbnznEysmyMmo dmadb-
00Mg09mn, MmMIgnE obgbLb LoszsEIYMBML
MoEnmbomyMm 3MAJ306L RLNLY o baMnbbob
90bg300. LOZOMEYOIMM EBM3930L MM
dmmbmzbab gaabozgmmos iabob dnbgoznm
Bymob hmanns. 08 @MML boszeEIYymxmad dgo-
dmgdo godoMmomb Mmo3nbo bgM3znbgodnb bomyy-
00. MMELsE dMAbdsmgdgman LM30LYdNL bo-
Bomdg mz3000mb obob Loaggmsmo bomzgdom,
dmmbmzbob gmabhnzgmmos iabob dnbgznm
3900M @700, bmemm LoszsEAYMBML 3Mb3yM9b6-
300 g3obob dobg3znm bEYds y@MM Jogomo,
Mo3ob 300B0ws3 303096M700L N MamMmy-
Bmdob.

33Mg 30MmoOgdob E3mnmgosdy bLosge-
dymxamb Myogdinoe. Lov3sEIYMBML 3939 3ob-
30MmMoOg0mMny dnse dm@n3s3n00m, MMAgJENE3
©odM3009073mM00 93Mbmangym LhHsHLYY. Mm-
©9LIB3 bLos3IAYMBML 8g3L Fowsby3zghomyg-
0900b 30M703d) NN JRMIGOsdMbNMydg00,
3mb3xM9bEns bgmb y6ymodbL Bybjznmbomydal
98399H00b6monb DML 3gdgdnb dngdob. 3mag-
MEogmo bLosgzsEIYMEBM JRMm dghom 096900
3MbEgbMmoMmgoymn  boMmggdalb 3939390899,
bmom sMozmdgmEngmo bovgeAymam — bo-
Mobbob DMELDY.

0LYI3IPIIMBML VBIGIBNMBNMISGNOL
3930600V 3IVILIAGIBN
LodgoENbm AMALObLYMYONL TMEYMMOS O
939M60emmonb bamabbo

gbmoonmos, MmI d90Enbsdn Zobbozym-
Mmgdymn 360d369mmds  gbnggds ggndgdab
3mnboggmn 3MagHnzob FodmEomgoolb o
760M90L. FogomMNME, M0 gPmbdg M3gMoEng-
00 6500aMOymMny dbmenme 00 Lod3dEIYM-
®mqgodo, MMAMoLeyg dggdmosm Asshammb
abae3bn M39MyE900L oEagbomn dnbndyadon.
abbgnm boo30IYMBM9OL vE3znme@ d97d-
™00 88 80603y00L TomBy3s. JBRMM gHho©
3Mb3abhmomgdym bLoszoIYymamgodn, Lo-
33 ©@M3nbnMmgdgb dbbgoman bLovgzeAYMAEM-
900 (633mgds 3Mb3yMgbiEnyan  0sdMYdaN)
s IMEyMMos 30Myb3gmymab bomabbl, d9-
badmgogmos P39maba 3mnbogyMn 89©I39-
00b domBgze. 33tM93900 dELAHYMYOL, MM
JoMmoommmangmo m39MoEngdalb 3ndymo@En-
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7m0 MamEgbmos (BmEgdym 3gMmomedn dobo
DMEs) 3603369mMmmM356 go3mgbsb sbgblL dg-
©93900b 85A39690mMyddY (MIDHomMOs ©s 3o-
Moymgdgon). sbg3g, dMEYEMMoOnb gozangbob
boMmobbBg oELHYMYOL 33t93900, MMAJMMY

90bg30m, 03 Lov3zoEAYMABMYdJn, bosE M3Y-
Mo30900L MomEabmods oS, LOZ3ENMMOY
8603369mm3bo dgnmgs (Welke et al., 2008;
[10] Lee et al., 2015 [11]).

LoogzeAYMxuMmxdab 3Mb3nMabiEnd O
60M3IMydnb boMmzgdn

39M3399m0 3393900 s©ILAOYMIOL, MMI
MmEaLE LLd3oEIYMBMYdN BNbsbLEYLS MY-
HMmL3gdhamo dgomeon (Bsghoymo bsmyy-
d0m) 3m633M9630s gabadnmmdgdb bgM3znbgdaL
dmEgmonb, baMmzgdolb s R3LYONL BMELL
(Krabbe-Alkemade, et al., [12] 2017; Fournier &
Mitchell, 1992 [13]). ®3d3s, sMmab 33mg3900,
Mmdgmms dobgoznm 3mb3nMgbins sdEnMY-
oL baMmzgoL s Bsbgob (Connor et al., 1998; [14]
Dranove et al., 1993; [15] Proppe & Soderlund, 1998;
[16] Dranove & Satterthwaite 2016 [17]). gofM@d
00d0bLy, 3Mb3nMobizne BMENL d3znMomnmydy-
oo Hhggdbmemgngdalb gaMmomo go3mEgmaosb
©d godmygbgosb (Deng & Pan, 2019). [18]

LadgENENBM IMALObYMYdNL B0dbMEydMY9-
00b 3mb3yMabEnab Yyzgmsdy 3o3MEIMYOYMN
00hA39690mgd00:

o 39Mx30bom-30MITsb0L 0bgqLo
(Herfindahl-Hirschman Index), Mmdgamog
3o0mnm3mygds  bLoszsAymamb ImEY-
amonb (babmegodab MomEgbmods, 3830-
Homymo boMmzgoob ombg) boxydzgmdy
939460L o6 Myanmbob aMamaddn. 8-
d-00 ®@ggMmomymads bogogmm 3M3nbNLD
3obLadM3Me  d3dMNL 3MBEgbHMaEnabL
boMmobbob dg8wgg0 3Mohgmnydgda: HHI
< 1000 - oMy3mbEgbhMmomMgdgmn 00Bo-
M0, 1000 < HHI < 1800 - Lodyomm 3mb-
396MMo@Eny, HHI > 1800 - domogo 3mb-
396hMaEns. Yyzgmadg domamn nbygbo
10000 - 3990b00658905 AMBM3MNLL;

e 9900900L MoMEYbMOS gMmm Lod3dEAYM-
g3MdY gom3mno §39ys6s8n/Mggnmbaon;

e 3mb3ndhomndsgnob Bomo bLos3dEAYM-
amb goomzmom g39ys6sdn/Mmygznmb3o.
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LoogoEAYMaymMydab  3MbB3nMabEns  gobo-
LODM3MYds B3BMAL bEHMYIdHyMom, MmIgmog
3ob630MMdgomMNe 83 03dMoL dmbabegmdnb
LIBDM3MONMS S Bobsbosmgdmgdno. s3ndHma
3Mmb3nMaobinab godmagsb osdMa vg3b dbmmme
omzamymo d3dMob LBM3MgdaL LEMMO obo-
™0d0b o d9833L700L EMmMU.

LO¥3EAYMBMYO0L EORNBIOLYONL BMMTS-
hogmo 3900mEgo0b dgdmemgdnbs o bodoEn-
Bm dmabobyMmydnb dgmabbdgdymn dmEymMmog-
00b gobbsdmzMmab dgoae® 8dd-00 1990-0060
Bamgdob obabyndn 3mb3nMagbiEns o3o3d0My-
090 0ym d9oMxonm 30 boMmzg0mmob o
330LgdMs6. (Fulton, 2017) [19].

LoogoAYymMamydab 3mbzyMmgbiny,
039MbommdnL boMmzgdn o boMmabbo

3393900 s@abhHymMgdb, MmA bamMobbob dn-
bgznm LoszsAYymxymydab I3Mb63xMBENAL
300Mm090dn byds dznMmomomgdyman byMazn-
bgoab 0bMH9bLNGNZOENY, M3 BoboadnMmodyodlb
boMzg00bs © Bobgdab DMELL (Strumann et al.,
2022) [20]. 888-80 LsBgENEN6M 03DSMBY SbymN
bobab 3MB3yMgbrnsb, MmMAgmnl 06393L boM-
59000 06xmMyE3NSL, P6MEY096 ,,3085(mMa07 M LO-
99000306m gnoMamgosb” (medical arms race).
0050bmMob, bLeM30LyONL ByIgHTs EYOMNMYOST
@ 0bhgbLboxynisEnsd dgndmagds dgadinmmb
393096¢h0ob 939MBboemmdnL dggznabmoy, Mo-
390 Loo30AYMAEMdn 39M sLBMYdY6 nb39-
bAHOMYOSL B3xMBoemdnLb ;MM 9x3ggdH0sbo
9900mE900L 33m939000.

939Mbaanmonb bomznddy o baMmabbdy bo-
03000Yyma3mgonb  3mb3znMmgbinob  gozmabob
d93300L7000LL, 33eM939000 FoMxdYM ngbo vMo-
9Mma3ommzgabn  d9093000. 883-dn 1990-006
6009 domamo 3mb3nMabEns oMagxgdho-
060 nym, Moaeb dMoos bLovzsAymamydab
bofMmzgoL, bmonm 0939MBoemmonb 390939009
3MbYONM go3mgbob sfM sbEybEs (Bsgsmnma,
d0m3oMEnydnb nbxsmghnm myhammmdnb doh-
396909m0 sM 893330M709My).

0d0-do0 1990-006 Bmyddn 3mbiyMgbinnb
30Mm0ogo0 sMbydnmMO® dg0330Ms FaMmMN
506003300 LOEOBM39g3Mm bJ9gdq00L gohgbab
0909390. o0 3gMmomedn d9dmmydogm 04969
LoO3dEAYMAMad0b 3MML3IgIDHgmn 8bsdMo-
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3M900b 3900mEgdnm ox3nbsbLYdY, MOE3 3Y-
obbdmdb LodgoEnbm LYM3nbydoL ogN-
6060L90SL oMy BoJHogMo boMmzgdob, sMBg©
B606oLBM oagboma xqsbgdnb dnbgozno.
08sLmMb, dznmomomgdymo MabymMLbYOOL go-
9my96905d9 oanbo ya3mm d3s3Mo dmmnbm-
36900. 1990-0060 Bmgdnb dgd®gg 3gMomedn
domammn 3mbiyMmabEns gobsdnmmogds boMm-
59000 99030M905L o boMmabbob dsdommygodsb.
d9LodVd0NLYE, 3MB3YMIBENs gobws Lovzo-
dymamb @ybgdanmbnMmyosdg gdogmabob Lobo-
Magomm 999060%3d0.

0 0MnMobgmdn, 1991 Bemnob sbygdy-
om0 $530o330L gMmzbymon LodbobymMab Mmy-
gmmds dndsMmomgmo oym bodzsEIYMBMydNL
3mb3yMmgbinnb bhndymamgdnbznb. 33em93900
d3LbHMYoL, MmI 3mb3ndhomym bygmznLyod-
99 gobo sdomo aym 0d Mygombgddn, Looy
d90608690m@o LOVZEAYMBMYOL dmMmab do-
om0 3mb3yMmgbEng; 93sLMsb, M3 yxMM do-
oo nym LodgEoEnbm mMmgabndsgnalb dm-
3Bymmos, 300 JBMM EsO0sM0 nym gsbo (Joynt
et al,, 2011) [21]. bb3s 33mg3900L BnbgE300),
L3 EAYMEMYoL dmmab 3mbiyMgbEne vd30-
M9d@s 393096M0L B3xMbammdaL boMmobbL
(Lyon, 1999) [22]. 88333My, 889Mn3gann 833my-
3M900 smbndbo396 3MbB3nMYBE3NNL ogzmgbob
boMmobbBy, bmemm dMohsbgmon 333m93M9xdNL
dobg3znm, 3mb3yuMabEne 3obodnmmodgdb qo-
bobdngMno Logbomalb godmngMmyodsb. dMacto-
b6gmdn LodgoEnbm dMALobyMydalb dynw39-
mgon (00Mm30L dEaNMMOMn3n MMmasbmgodn)
LodgoENbm AMALLbyMd0L T0dbMEYOMYd-
0006 AMMO39M8390900L MML yxmm gt oF-
B960L 9390090696 RobYOdOL TgaEgnMyxdedy,
3000M9 bomMobbdy. 3mb3nMabEnolb boMmaobbdy
3o3mabob  obomndob MmL 833mo3Mod0
IMm dgho 0m33mnbB0bgdEbgb bLovzsoE-
dymazmb IMEYMOsL o bHahYLD.

©HL3369

9030M0ymn 3393900 ssb@HMyodL, Mma
Lb3oobb3s @WaghHmMgdalb Fogzmabs 83xMb6o-
moOnb bomMobbdg edM3NEYdIMNS 08 goMyg-
ambo o bhndymydab bobhgdedy, MMIMydINE
®3169430mb0M9d96 LoszeEIYMEBMYdN. dYynw39-
9oLy o LBFgENENbM dMaALabyMgdob dndBmM-
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010630% 30MIS39

©90mgoLb dmmob yMmongmormdgdn, MMAMIdN3
9%39d6905 dbmmmo x¢oLYBY IMM33M3390900,
oM 3obd30MmMOgOL bodgoEnbm AMALbabyMydab
LomWBbsEM bamMnbbNb PBMYBb3gMYMABL. Lovge-
@dymamb dmabsabyMmgdab MgomyMm moMmydy-
™g0oLMb o 33xMBammdaL bomobbmob Tn-
9oMmM9000 063mMTd30xmn sLNdgdHMm0nL godm,
LadgENENBM dMALLbYMYONL BYnE3gmMgdn Fo-
3m9bsb 39M obnbgb boMmzgonb dgdE3nMydedy

o 339MBsMmdnb baMmobbob sdammMgdedy, M3
BMEOL LOV3EAYMBRML domoxBMYOSL. 88330-
Mo, MMEaLeE 308330900 bLsdzoEIYMABMydNL
3Mb3nMabEnob gdo3mgbsb boMmzgdby o d3yM-
Bommodob boMobbDdg, dbgzgmmodsdn b
339dmbgL, MM $36oE3330 LBOYBMM Bgdobn-
909900 ymzgmm3z0b oM 3350 oL bodmgomy-
00b 3gonmEMgModsL.
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