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Abstract Georgia’s Economy amid Global Crisis
N. Khaduri

The signs of the global financial crisis have begun to occur in the world
since the second half of 2007. The situation in Georgia was worsened by Russian
military aggression. However, in autumn 2008, at a donor conference in Brussels
an unprecedented decision was made to grant Georgia with 4.5 billion USD. The
purpose of this solution was to mitigate the effects of the crisis and the war, but
despite the financial assistance, in the wake of the crisis unemployment rate in the
country has increased, there has been a decrease in foreign direct investment and
real GDP (by 3.9%), Georgia’s foreign debt has almost doubled and reserves of
the National Bank of Georgia have reduced.

Unfortunately, in times of the crisis the government had no anti-crisis
program, and the actions performed by the authority of the country were mostly
spontaneous and mutually exclusive.

For prevention of the crisis in future, it is important to study not only external
but also local sources of the crisis.
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About Milton Friedman’s monetarist rule

M. Chikobava

In article Keynesian and monetary concepts are considered. Inflationary
character Keynesian monetary regulation for the long-term period is underlined.
Also the monetary rule (Friedman’s equation) is analyzed, which provides conformi-
ty of rates of increase of money supply and real GDP to check rates of inflation.

In article it is shown that on a basis Friedman’s equation, monetary regulation
not only practically, but also theoretically doesn’t satisfy noninflationary develop-
ment of economy for the long-term period that acts as one of the main reason of
modern economic global crisis.
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Concerning the contents of economic terms
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The work analyses an article by professor Leo Chikava
originally published in the Economics and Business journal, N 5
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Some notes on the content and meaning of certain economic

terminology.

N. Paicahdze

This article puts forward critiques and scrutiny of an article published
in the journal “Economics and Business” 5 issue, 2010 by prof. L Chikava
regarding contextual meaning of some debatable economic terms. The author
disagrees with several inferences of Mr. L. Chikava on contextual meaning of
certain economic terms and notions; and suggests his own opinion on these

issues.
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ECONOMIC POLICY OF GEORGIA
DETERMINER OF NATIONAL
COMPETITIVENESS

Gulnaz Erkomaishvili

Associate Professor Ivane Javakhishvili
Tbhilisi State University

Upheaval of economics competitiveness is the most important task of
any state. One of determinant role belongs to economic policy.

Economic policy is the gadget of the economic intersts realization'.
In globalization era the national business is the main factor of the national
competitive strategy directed to modern technologies and innovations. In view
of obtaining competitive priority is very important to take into account as how
expanded and transnationalized is the private business in the country. Informa-
tion technologies strengthen political and economic power of developed states
and qulity of other state dependance. Exactly these states are the most com-
petitive in the international marker. In contemprorary conditions with limited
resourse almost no state can be competitive in all positions.

The Georgian rating in the world economic forums 2009-2010 reports
like other states is represented in the indexes of global competitiveness (GCI)
and business competitiveness (BGI) .

According if the global competitiveness index, in survey perios, our
country among 133 occupies 90 place. The leading states in 2010 is Switzerland,
index 5,60; USA —5,59; Singapur — 5,55; Sweden — 5,51;A Denmark — 5,46;
Finland — 5,43; Germany — 5,37; Japan — 5,37; Canada — 5,33; Netherlands
-5,32;

Among former soviet states the most competitive is Estonia (35 — place
in 2010, 32 place in 2009, index-4,56); the worst ration has Tajikistan (122
place in 2010, 166 in 2009, index 3,38) and Kirgizia (123 place in 2010; 122
i%Q@gglgmj(I._Gy,gg'yshyili. Economic Policy, Tbilisi, 2009 , part. 1, p.13.
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Rather low rating obtained by Russia, so huge state (63 place) despite
having so vast natural recourses. The scientific capacities are rather high such
are production of agrocosmos and military technics. The competitiveness of
mentioned states are low for no having nomenclature for those services which
may be more competitive in the international market. The only one real product
that may be offered to the West by Russia is oil and gaz.

State competitive priority is conditioned scientific and information
technologies gained successes, the stable business environment and the strategy
oriented to the export. Moreover, the education level is of more priority matter
and the lower priority is given to the natural recourses. For example, Japan.
While process of obtaining and retention of competitive priority the active
role belongs to the state economic policy.

In order to have the high education level the state care is necessary,
financing of scientific-research works, drawing of foreign investments mostly
in the fields of the scientific capacity, adaptation with the world scientific
achievements and deepening of scientific-technical cooperation.

What kind of situation in conformity with business development in
Georgia and is it possible to be one of the world most competitive 55 states?
As we could observe even small states are in the list.

According of business competitiveness indexes Georgia is among
leaders. By the index of simplicity of doing business on 11 place among the
world 183 states, after Singapore, New Zealand, USA, UK, Denmark, Ireland,
Canada, Australia, and Norway. Out of former soviet states — Lithuania — 26,
Latvia — 27, Azerbaijan — 38, Kirgizia — 50, Armenia — 43, Kazakhstan — 63,
Moldova-94, Russia 120, Ukraine — 142, Uzbekistan — 150, Tajikistan — 152.

The last period export structure (2001-2009) in some way reflects the
priority spheres. The biggest export productive groups of Georgia is as follows:
alloys (17,8%), black iron scrap (8,6%), copper deposits and concentrates
(7,9%), cars (7,6%), nitric ferilizers (7,0%), dressed and semi-dressed gold
(6,7%), cement (5,3%), alcohol and alcohol drinks (4,9%), natural wines from
grapes (2,5%), chest nut and wall-nuts (2,1%). In comparison with 2004 in
2008 especially increased the export of cement (by-17), alloys (by 6,3), gold

! The Global Competitiveness Report 2009-2010@2009World Economic Forum. www.
Weforum.org
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(6,0), copper ores and concentrates (by 3,7), nitric fertilizers (by 3,7), alcohol
and alcohol drinks (by 3,0). Comparatively less export was observed — grapes
natural wines (by 2), chest nuts and wall nuts (1,8). In 2005 the wine export
was sharply reduced with the big importer state Russia. In 2001-2003 the
wine products export comprised 10,3% of the whole export, at present only
2,5% .

Therefore in the export is important the industrial production share that
make us to think that it is possible for the state the rating priority in indus-
trial sector and this will promote development of other sectors (agriculture,
construction, trade). According of opinion of foreign experts and Georgian
specialists Georgia belong to those countries which have the biggest potential
in production of agricultural and food products.

In international distribution of labor Georgia may take successful part
at the expense of agricultural manufacturing and food industry traditional
sectors development.

From traditional fields of the country into international market usually
pass the production which is manufactured by local and foreign entrepreneurs
together. The most popular form of inclusion to the local enterprise together
with foreign is the joint venture, though we may face also another forms of
inclusion. In difference from other forms the joint venture has one priority
that is the risks distribution is carried out between foreign investor and local
entrepreneur. Furthermore existence of the local partner facilitates activities
of foreign partner and release from many problems conditioned by local pe-
culiarities.

For manufacturing of competitive production the interesting form has
franchising system application. It is widely used in retail trade, in service sphere
and less used in enterprising. It should be also noted that while enterprise
franchising in difference with other ones, franchising remains as autonomy. In
Georgian food industry usage of franchising system will be especially useful
in tea and cans manufacturing.

In a whole world is ultimately increasing demands for water. Almost
in no state of world the water is not applicable for usage and Georgia is the

"' www.statistics.ge
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rich in water recourses. In this way its indexes exceed the per/person indexes
: the world — by 2,5; Europe — 2,4; Asia — 1,7. Moreover, 30% of Georgian
high quality drinking water is in underground.'. Georgia has ability to meet
the demands of the whole world. The most beneficial business may become
water business. In this way it is necessary to develop advertizing activities and
organization of electronic trade.

Georgia must have priorities not only in traditional fields but also in
high quality, high-tech and high productive spheres as well. Only in this way
is possible increase of competitive long-term, irreversible growth, boosting of
revenues and salaries and improvement of population living conditions. We may
name, for example, manufacturing of pharmaceutical products, telecommunica-
tion devices, gadgets and installments. The focus should be made towards high
technological and valuable products. This will give the opportunity to the state
in substitute of export production to receive import products in comparatively
actual capacities.

While the last period in a whole world has been especially boosted
demands for preparations of plant origin. Accordingly has been increased
demands for medicinal plants. The medicinal plants which plays one of the
most important part in pharmacological research industry and in creation of
medicinal preparations, at present are widely spread. Natural preparations
represent significant part in a whole medicinal trade capacity. Georgia’s flora
is rich with medicinal plants from ancient times. Georgia has ability to oc-
cupy honorable part in manufacturing-realization of medicinal plants in the
international market. The state should promote production of ecologically
pure preparations and drawing of investors with care in this field. Reasonable
application of medicinal plants will facilitate recreation of the state economy,
boosting of export revenues, creation of jobs and reduction of population
quantity being on the verge of poverty.

Creation of competitive status of Georgia in a world market is highly
depended upon competitive fields of the service sphere like hotels and restaurant
businesses and insurance. At the end of 2008 and beginning of 2009 several
famous international hotels nets started operation. Among them are presented

| : amping and so on.
usiness — the main aspect of the firm funictioning. Thbilisi, 2007, p. 56.
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It was conditioned by fast increase of tourists, yearly 70-80% in years
2005-2007. Positive balance of tourism service in 2007 has been up-surged
by 44% °. although in war of August, 2008 this index has been significantly
reduced. Practically has been got down the seaside season where the tourists
were expected. The tourist companies were trying to increase the quantity of
tourists by lowering of prices (10% - 40% discounts).

For tourism development it is necessary to pursue the liberal policy.
For instance such approach in Turkey facilitated development of tourism. The
state for the entrepreneurs engaged in tourism had made discounts for a few
years: presented them loans without interest rates and credits with tiny interest
rates, relieved them from tax and etc. All these made Turkey one of the leading
states in world tourism entered in the first top-ten.

The state support should be reflected in provision of legal base and
elaboration of correct policy. The state policy of tourism development should
be directed into sector of support of existed liberalization and investments. If
the state will create corresponding situation for investors, they will invest their
capital in tourism, the local and foreign investors as well.

As it is well-known one of the important factors is direct drawing of
foreign investors and reasonable usage of investments.

Rather high investments were implemented in Georgia, in bank, in-
surance, telecommunicastion, transport, hotel, energetic and other spheres.
The investments was mainly directed into creation of infrastructure and not
for promotion of the sectors like agriculture, weaving in which Georgia has
some priorities. They are less targeted towards creation of jobs and upgrade
of productivity, however provide recreation and economic development while
long period.

In order to improve the investment climate in Georgia it is necessary
: to study tendencies of international business development; to define existed
opportunities in Georgia, their impact on drawn investments; completion of
legal base; simplicity and transparency of court process; material interests for
foreign investors whereupon the certain discounts are necessary for tax and
less restrictions; development of investment activities.

The grounds for competitiveness of the state is its export competitive
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ability. The strategy directed to export has become the most important factor
of development of numerous states economy. The clear example of all these
the successes achieved of South-Asia new industrial states which have chosen
the strategy directed exactly towards export and obtained upgrade quality in
the international arena. Here may be mentioned Switzerland where the cheaper
prices are fixed for export products than for inside the state. The difference in
prices will be compensated by the state.

As to Georgia, it has quite catastrophically negative trade balance, import
exceeds export by 4 times. According of foreign trade turnover by 2009 data,
the biggest partner of Georgia is Turkey. (15,1%), then Azerbaijan (10,7%,
Ukraine (10,1%), Germany (6,8%), Russia (6,0%), USA (4,8%) and so on.2.
The stable development and raising of competitiveness will be impossible in
case the export share will not be increased.

One of the priorities of Georgia is its transit functions which together
with natural-climatic conditions, intellectual recourses and other factors
should provide business development in the state and upgrade of economics

competitiveness.
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Business and Competition
J. Tolordava

Article discusses the issues of development of competition strate-
gies. Attention is paid on two types of competitive advantages: reduction of
expenditures and diversification of activities. The article points out the ways
which can be used to reduce expenditures and to implement diversification
strategies. The article also analyses the methods that combat today widely
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Estimation of investment attractiveness of autonomous
republic of Adjara

V. Glonti, S. Megrelishvili

This article is to present the assessment of Investment climate not only
in countries in general but in the regions inside countries as well. We inves-
tigated investment capabilities (investment potential) and Investors’ business
climate in the investing country (investment Risk Assessment) in the example
of Autonomous Republic of Ajara. Which identifies that Investment Risk is
two times lower in Ajara in comparison of other regions in Georgia. But to be
more objective theoretical knowledge has to be proved by statistical figures and

investigation by using international methods of assessment and calculation.
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Infotmation comunication tecnologies
in social conditions

Temur Chaligava
Tina Melqoshvili

Using the informational and communicational technologies in the
governance of the country makes it much more effective. Electronic govern-
ment represents the modern type of governance system. Using this type of
governance in such country which has transactional economics as Georgia, is
a very good way to solve the problem of bureaucratic barriers, corruption, to
involve society in the governance of the country and to raise believability of

people to the government.
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Current situation in Georgia agriculture sector and perspectives of
development
J. Archvadze, E. Mekvabishvili

Agriculture is the most oldest and traditional field of Georgia economy.
At the same time, this mentioned branch was in recession during the long period
of time. The role and importance of this branch has decayed, its contribution
in the production of GDP has decreased considerably and the differences in
labor productivity have increased between this and other branches of national
economy. Value added per capita produced by employed persons in this sphere
is less than subsistence minimum. It has crucial importance to undertake some
public policy measures for revival, recovering and development of this field of
economy, to overcome crisis and to increase rural inhabitants’ welfare.
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Enpowering the service quality and customer satisfaction is crucialy
important for development of tourism business in Georgia. It is widely ac-
cepted today that service quality has a direct effect on customer satisfaction.
Despite the significance of this issue there‘s lack of scientific researches on
the service quality of tourism in Georgia.

This paper seeks to provide review of marketing mix of tourism, to
analyse the service quality models oftourism service relying on scientific
researches of foreign and Georgian marketing specialists.

Service quality is considered as the major concern tourist industries.
One of the most widely used SERVQUAL model developed by Parasura-
man, Zeithaml, and Berry in 1982. The following five key dimensions were
qualified to measure the quality of service in tourism : reliability, assurance,
tangibles, empathy, and responsiveness.

The model is qualified auseful instrument to identify the gaps between
customers’ expectations and customers’ perceptions of the services. The model
contains 22 items for assessing customer perceptions and expectations regard-
ing the quality of service . A level of agreement or disagreement with a given
item is rated on a seven point Likert-type scale . The SERVQUAL model has
been extensively used in  service sectors of many countries. .

Consumer satisfaction is a holistic dimension and result of service
quality in tourism .

Quality and consumers satisfaction measurement will give the possibil-
ity to identify the demands of different segments of potential consumers

It is very important to integrate the methods of measurement of service
quality in practice for developing tourism marketing in Georgia. It should
be provided consumer oriented researches of tourism market not only in
terms of scientific , but for wide promoting Georgian tourist product in the

domestic and global markets.
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Entrepreneurial Attitudes in Thilisi (Empirical
Research Results)
Ia Natsvlishvili

Article highlights the peculiarities of entrepreneurial attitudes in Geor-
gia. According the empirical research results 91.5% of Georgian respondents
would like to be self-employed. In contrast, Europeans remain far less keen
on becoming an entrepreneur. Several factors explain why people prefer to
remain employees. Nations differ according their concerns and fears of becom-
ing the entrepreneur. In Georgia respondents greatest fear is uncertain income
from entrepreneurship — 48% of respondents consider uncertain income from
entrepreneurship as a greatest fear of becoming an entrepreneur. 39.6% of
respondents are concerned of bankruptcy from entrepreneurship. One of the
specific characteristics of Georgians’ entrepreneurial attitudes is the Georgians’

expectations of becoming self-employed: about 52% of Georgians see feasibil-
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ity of becoming self-employed in next five years. Georgians’ positive attitudes
towards feasibility of becoming self-employed show the self-confidence and
expectations of success of market oriented economic reforms and feeling of

social and political stability in Georgia.
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Property insurance and characteristics

of the essence in Georgia

N. Kakashvili
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insured.Property insurance interest payment will be issued for damage.
Significantly expanded the field of property insurance to cover property
as well as engineering risk insurance group in the United species.Property
insurance policy consists of four leading risk and additional risks. Livestock
insurance is very important for Georgia as the gradual development of this
field of still and already sure of such farms and poultry factories in which
tens of thousands of animals multiplied, and gives.Animals, most of the
individual possess a small amount of people who taken together provide a
very large number but their insurance and it is difficult.In 2009, the previ-
ous year compared with some of the species observed in the reduction of
the award attracted Life Insurance Cargo Insurance Property insurance and
land transport facilities but the overall insurance market in the amount of
3/2. Insurance market zaralianobis ratio of total for 2009 amounted to 64
of 15%. Insurance types can be singled out from the medical and insurance
and land transport facilities in accordance with the ratios zaralianobis 74
and 52 percent of which this species is the high rate.
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The Methodology of interorganizational Analysis
of Financial level

Iz. Chiladze

The aim of Interorganizational Analisis is comparison of different or-
ganization dates and make assessment. In this process it becomes problem of
comparability of dates.

For real conclusions it is handful to analyze variation financial indica-
tors during several years. Organizations with sustainable financial level has
stabile low variation ratio.
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Copy and Forms of Correcting Entries
for Accounting Information

N. SRESELI, N. CHAVLEISHVILI

The necessity of correcting entries for accounting information was
caused by systematic change of accounting and financial reporting. Correcting
entries ensure redistribution of incomes and expenses on the statement period
of production according to basic principles of financial statements.

“Corrected trial balance” is made on the base of correcting entries; ac-
cording to the information of this balance information is checked financially
before the closing operation, which partly guarantees reliability of financial
information.

In order to interpret accounting information in an appropriate way, it
is important to classify this information according to their economic content
and unite into three types of corrections: extra charging, preliminary payment
and evaluative.
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