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Abstract

Functioning of state economic infrastructure is impossible without investment. That’s why
for a country, which is dependent on foreign investments, it is very important to estimate
the climate of investment environment (investment climate), i.e. to analyze what are the
advantages for the investor to invest. An investor analyzes ideological, political and most
importantly economical advantage for investing, and for this he (or she) analyzes all
factors related to effectiveness of investing and determines the risk of investing.

It is known that foreign capital circulation significantly aids in stemming economical crisis
and unemployment, thus improving standard of living. It gives an opportunity to achieve
economical growth without increasing debt of the country. The analysis of the present
condition of the Georgian economy shows that the environment for investment is not very
attractive for foreign as well as local investors. That’s why it is necessary to spent
significant efforts to study the root causes in detail and find the ways to eradicate them.

Despite all the provisions and arrangements being made, the climate for investment is still
not very attractive. There are plenty of reasons for this and it is very important to study
them in detail. The study of the problems discussed above is the subject of this thesis. To
achieve this goal it is necessary to address the following points: Study different aspects of
the evolution of the financial market as one of the important components of the investment
environment during transitional period, determine the place and role of investment market
in the financial market; Establish entities which should be eligible for grants out of foreign
and state investment; Investigate risks of the realization of investment projects and look
for ways to decrease these risks; Analyze the economical effectiveness of investment, and
display the effect on the reserves.

The investment environment of Georgia is the subject of this book. This research also tries
to determine the role of the foreign and state investment in different parts of Georgian
economy, study the effectiveness of investments and analyze predictions.

The novelty of the book is in the following: In this thesis we critically discuss the
consideration which denies the existence of the investment market and treat the investment
market as one of the most important parts of the financial market. This is a well-founded
consideration because as a product it is the subject of demand-supply. Also the functions
of investment market are defined; in particular, we add a sixth function, which we think is
very important - the balance of demand-supply on investments. Thesis offers ways to
direct investment towards the priority fields of Georgian economy. The prognosis of the
amount of investments in 2008-2013 years is done and detailed results of the analysis are
presented.
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The given recommendations will assist in the overall improvement in the investment
environment, which in turn will increase the number of new jobs, reducing unemployment
and raising the average quality of life. This is expected to result in the overall
improvement of the Georgian economy.
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