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0bhgemgdhnommnéo 3migbzoommol Gozombocmy, ga39dhesh godmygbgdsl. o3¢,
@oeLgemo IGmal, (3beagérgdel J0cmdgdolbs o Lmzooemydo ybogmbmgdolbomgal
d6>dmemo 653yg06 vg0emb 0393980 @ Lobgem3Boagml 3s363mg3096mBa 3o dcmemodho-
3oL 3o6ggemo Gogol 93m396o brogds. 3gLodoadaboc, g3mbmdagyte gobgomatgdols oo
206308060 g3mbmBogyéo  BGol  gbm-géon  3860336gemmgobgl  ogoghmel
008006760 EglyelLgdel gobgomsgds o s&lgdymoe 3mhgbzooemol dodbedscmy-Goc
99399ddoobo godmygbgde Botrdmocoggbl (bacoye 2018, 42). d3q9ybol, 3oL, LoBo&dmbs
> 0bogool mbgdg dGmBocmo  3mphgbzoocmol  93smEmgds O 0963t mgy
dnbmgbgdol 3gbododolo ©o30sby&o 3030hdmmol LEnemymagommo, botalbmdeago
39630000630  1bos  gobogl  ologdgdol odhene  3memodozol  860336g9cmmgobo
3080607 gdo 36mBol 35860l gmE806rgal Bodabotrg go38y.

obowao%t‘:Qabob co2Logdgoals 36006@33350 > mosobabnt‘:sboso bodoémsa@mao

obomgoB6hogo - Bebsbengedol Lesgosemy®-ogdmaéooogmo  $3y5gd0l 36o-
336g9ememgobo 985039690 6Boewas, GeBemgdory 393c06Bggash sl 3mdE0g mog0Lg-
369398006 (993538069810 Gog0 sL3gqhs. 396deco: besgosemyto ogemBatgm-300,
baBeogocemgdol Leagoocon Li®ndhodo 0og006om0 swgomomns o ogbd30g300,
L3g(3030 3960 0bhggligdaos, oobiggememdgdoo s bbgs. 800 wabogBgdol 3EmdemgBgdol



3o096yggho yggeme 306g0mobgdnmo g3gybol 13cnogegl 08m(30bol Boé8moggbl. ol
doemBg oghnoemyéo 0g3o0 3obodgtrmyg Lodmgo-cmgdalomgel, Gowgob (36mdacmos,
€603 dmmbmgbs sbomgodos Lodydom doemsdg, Gmdgmmesy 96 gookboo Lodydom
33m30mgdo o Bomomo 3Gmagboygemo 1bsé-Bggaqde, odomos. sboemgodéogdel
3630l 35860 bobnsmegds Lodotrm 3emagglonmmo go8mizcocmgdol bo3emgdmsom, (o3
3960306mdgal  3oc OO 3Mb-3gbHMBIE00bmBsL  Lbgs  dlozmdng  Fano3gdcrob
dgootrgdom.  LBmédgre  93ohmd,  oboemgoBéomdal  oologdgdol  3Gmdcmgdgdels
3o0Bygghe  goblognomergdyem  dogmBol  Bmombmgl, owgob ol Lbgs 1edéog
ROJHmE9b  gemoE, ©9393306g-dymmed  360dgbgemmgob  Lmgosemye 6ol 3900006,
dgmérg  btrog, ob  LobgemBBoggml  dbtosb  goboboemgds  Gmgmey  oghoyo
LoBegomgdtnge doems o bihtohgaon-tme vodasby&o Ggbyelo. ya3ém g3, 39360
dg36ogtre BomBg Bbgol, 8oon vMBES-gobommmgdsl, d3gybol  gocoseBgbols oo
LoBmgomgdal  gobgomotgdoll 8603369emmgob qodhmeo dooBbggb: “cocgl ybeos
393039mbmo  360goemaBol 3339  6oorgdgodo—Pggbl  dggyobol  Lotoymmggdecosh
393m0ygobl o  gooseBgbl  oboemgoBe  Mmomdal  sHBGHEI—gobsmmgds, géal
396ommmgdo, Lodmgomgdel goedBgbols o 398gmde Boblgamol gocmyo gBoo”
(3gthog3gemo 2018, 7-18). obodbymmo 3Gmdmmgdol 8603369emmds, oo™y
obodmgdymos IGmob 898360l gmEBotrgdobo o gobg0motrgdol  LodmoghHmdm
Lyeohgaeodag, Gm3mal dobggomsy »M393936rmds  yggemsdg 363939 Lmzoocmyé-
930bmBo3yeo 3Gmdemgds o oghyommyéo godmbgggos.....n8939396 Imbobemgmdsl
0l mBobobhos  oboemgzadGmds, Gy 3ogg PG ™ 360l bmzoocmy® 6als3qdl
o Loggabgl 14360L g39ybol dmBogoeml (covceggbocmgds N199, 2013, 3).
oboemgodéogdel  obogdgdal, 1ndndgzeemdols o  g3mbmBogn®o  oghogmdal
3og™3orgmdal gLBogemols o 965maBal 30Bbgdolomgal onz0emgdgemos gogomge-
0bBobmo, 6Hm8 8ocmo 393sggbammds, dmgoo sL3gdhom, 0doibgds ™ doGomoc
$3993000: dmbBogmmggde o 8m3ndogg sbomgedogdo. 2014 Bemolb dmbsbemgmdal



oq:[;gé)ob, 2016 qulj Booo3qmoo aosoaguésgmbgbob 06@08606363@0 8‘58”33@338_

dabo o 2017 GSQB boanaom donb 508m33@330b 38@08{]2’88 Qogéqasmbooo,

bodoﬁ;m33@mb 800@005 Smbobq)gmboao 15-29 Gq)ob oon)ao%éq)mbob 6'0@0 bmq)oo 5

Bemob 806303@0)6030 boaao@mQ 20.0%-0bs %066@3630 33688006@0. 9 30060080 3‘360@

5g(hon 3mbobengmdsliorsh dodsermgdeo 30 3oco Bocmo 37.7%-0o (ob. 3béoemo-1).

0boemg086930b 930060380960 ogh090385, 389d99GHmd0 oo Eobgdgdo bogotorggemerdo
2007-2017 6¢798d0 (s020bo gop0) (http:/www.geostat.ge)

b»béoqm—]
930bxdo 3360@ odd)onéo —_ jg
& pu S
£3 ologdgdyemgdo \% Lg 2 =)
- [ e ] © N 8
2 e £ ¢ € & ¥ | B g g
13 & cD ’oﬂ 8 £1 =2 2 )
£ | & @ 83 J & N ‘-g g S E Y
s |2 g | 1% I8 |8  833E&E B |8
5 | |2 I8 £2¢ | |3 2 | & | B
2 > T AS &5 | D 3 s | € 3
? & § 9 © 5 & | B &
£ 2
L]
15- 27,7 3,5 24,2 - 15,3 43.0 35, 14,7 9,5
200 19 6
7 20- 85,3 37,1 482 - 56,3 141,6 39, 46,4 28,0
24 7
25- 114, 60,5 53,5 0,1 54,4 168,5 32, 71,7 485
29 1 3
15- 29,7 5,8 23,8 0,1 13,1 42.8 30, 15,3 10,6
19 7
201
20- 99,4 48,7 50,2 0,4 65,7 165,1 39, 59,1 35,6
0
24 8
25- 134, 76,7 57,1 0,3 54,0 188,2 28, 73,8 52,5



http://www.geostat.ge/

29 2 7

15- 22,9 6,7 16,3 - 12,2 35,1 34, | 17,3 | 113

19 7

201 | 20- 859 | 50,7 | 35,1 0,1 42,0 1279 | 32, | 57,2 | 384

25- 137, | 944 | 43,1 0,4 44,0 1819 | 24, | 73,0| 553

29 9 2

15- 37,8 9,7 27,8 0,2 14,0 51,8 27, | 246 | 179

19 1
201| 20- 95,6 | 59,0 | 365 - 40,1 | 1357 | 29, | 643 | 453
7 24 6

25- 167, 113, | 54,0 0,1 439 | 211,2| 20, | 75,8| 60,1

29 3 2 8

Gol3 Aggbgdo 03000 9306030 39600 Sghon0 SbormzeBegdel b8 b, 2017 Bgemly
2007 Bgemoroh Igeootogdom, Boco Gompgbmds 45,6 smobo oo, 96y 12.9%-00
390856, gbodoBobo,  BGmob  (hgbwgbgoom  bolosmpgds  oobagBgdymons
Eolgbeogbeadoly, Erendgamoly Boremoobendsdo 08539 396omBo 73.6 smsbo Jopgoos, 967 32.4%-
om o0Bothros. oobogdgdnmo sboemgadGrogiol LhGnddn®edo 60.5% coogotsoggdoos
8nBy3oggo, beemes  39.3%-cgoooobogdgdnmos (0.2% 301633939 39930l
396939073693). 9060365305, G 2007 Bgeworoh geostrgdo0, 3603g69emmgabo B6col
b96gb300m (79.9%) bobosorgds UBmtgm ogotoggdom wobogdgdyemol Lsdnbol
8goobg sboem3aBaogdol Bomo. beaemes oy Bggbgds mgommabagdgdnarms o(gamob,
800 omgbmds 9wBodbym 3gGomoBo 6.0%-0m0 dgBzatogdymo. §3096080 3o
sdtyogto 15-29 Bemol sboewgsdogdol Léstyyddnodo 3603g6gmmgabo Boemo 1393050
13mBg3oqdb.  obg, Bogoemoms, dmemem 10 Bewol  396853emedodo  3yBydggotho



oboemgodtogdol Bomgbmds 126.0 smoloob 98.0 voslb 33980y, 967 22.2%-000
3993065c00. 3501 BmEr0l, 20-24 Bemol dbo3mdE0g $319330-28.8%-00, beoemm 25-29 Bemols
0boemgo860g380-19.3%-00. 181393960 sboemgzodéogdol Loghmm Bompgbmdacesb (98.0
smabio 300 2017 Bgerob) yggemedy oodoema Bocmoos (14.3%), 15-19 Bemol sboewgodcogdo
393m06Bgg00b, Go3 3mbgdcr0300, Bomo vbLo3MEENg0 Mg0LgENEYEgd0EL 3o8mBnbory.
0b0dbyemo (33emomgdgde dgbododoboce voboby g3mbmBo o sghogmdal, 13ndggermdabs
o ©obogdgdol botralbmdag doboloomgdemgddg. by, 8ogsmmoemoc, dmenm 10 Bemol
396803cmmdodo  oboemgodéiogdol 18ndgztemdol ombol 8oBggbgdgeme 893306 gdnemad
boByoemmce 35.9%-6 25.8%-3cog (ob. bggds 1).

bggBo-1

b5 BOEIOOL 29650 gds dmgacmdol mbols dobgwgom Ladsmmggemdo
2007-2017 {ergddo

=
o
o

g %0 B 5Ls3mdGogz0 Xamzo 15-19 Foemo
L§ 80 B su53md6030 X32530 20-24 {gemo
g 0 [ sbs3mdM0gz0 xamx0 25-29 oo
o) 60
c
2 39,7%
% ;18 Y | 2 g 10620%
0 CHll 208%
5 I\ I I
£ 10

0

2007 2017 voco

oo dmol, 15-19 G@ob obogmbéoSO 3&)030[5 3053@3000, 35.6%—@06 27.1%—3@3, 20-24
GQ'Job obosmbéo:;o 333030[) 3ob3@3om, 39.7%—@06 29.6%—3@0, bm@m 25-29 obosmbéoso
$371930L obgeogem, 32.3%-co0b 20.8%-3cog. 3333336@)60[: Y39emo8g eodoo mbg 25-29



G@ol} ob03m66m3 330330 o30db06>@860, onoB ob qumo 10 GQ)ob 506303@006030

333@038 3300@, 11.5%-00000 333306833@0. 36@0 oQosoasmb éHm3, 33333360060[5

combob 38880636088 8603353@003050 603@860 odeoo Booqmo 386000@30 36mm8ob

0585689 obomngodegdol g3mbmdo o oghogmoal mbol 3ohg9bgdcmol 3écod (ob.

bjgBs 2).

bggBo-2

3boEasBMEOYdOL Qoboffoengds 93mbmdozmmo sgd@Eogzmdol dobggom Logds@mggumdo
2007-2017 §gmgddo
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75,8%

2007

2017

B sLsgmd®mogo xamgo 15-19 fFgeo
B sbs30md@0g0 xamso 20-24 Fowmo
] sbsgmd®mog0 xamxo 25-29 fgwmo

focwo

(430080068 bgg80L Bmbo(3gdacoob RobL, g3mbmdo 3360 oghogmdol combob 3oB39bgdgemo

Y39e008g 3oomos 25-29 Lo 3mdogo $3negel sboemgedgdelomgal (75.8%), dgdwoga

30 20-24 Bemol oL zmdogo $anagobomgol (64.3%). d9bgdéoagos, ogdhogmdol dgcoegdec

050 EMboo (24.6%) 15-19 Bemol sboemgodécogdo godmohggosb.



93mbmBo3nGo odhonemdols o 133g36mdol 3oB3z96gdcmgdal sLgoo 0bsda 3o
dgLododoboce vobobo sboemgadéogdol ologdgdol cmbal dohg9bgdcmgody(; (ob. bggds 3),
o3 dmemem 10 Bemol 3géomedo god3aemos Lodagg sbo3md&oago $gnezol dobgrogoo.
Fogob obogdgdal mbol yzgemodg Bomommo 3ol hgd3o 3gobodbgdo 20-24 Bemol
oboemgod6gddn. 396dme, 2007 Bgemomob dgotgdom, 2017 Bgemb, owmbedbymo
oo 3mdEag0 Fano3ol dboemgodéogdol oliogdgdol mbol 8oRg9bgdgeme  28.0%-co0b
45.3%-8cog goodorcos. 24-29 Bemobo o 15-19 Bemob oo 3ol sboemgodcog-daboomgal 30,
060dbymo 8oRg9693emal 3o Igrotrgdom O3S oym o dgLododoboc 11.6% coo
8.4%-L 39o0039bd. Gmgme3 vboemodo 330Pg96qdL, dmmmm 10 Bemol go63sgemmdsdo
36mBol  30806Bg  15-29  Bemol  oboemgodlomdol  ologdgoel  BrogmBotrgmds
06359603 356m3060 (h96096(30000, 3Erm39Lgdac bolindmeogds. gt 8gho(3, Igademgds
00ggol, B3 5badbyem LazgemBo 306 339memo 3mBahoyéo dgégdols o (3oem3gnemo
3oP3969dmal  codgdemo  abo8ozol  Bombgroogo,  LodBybotms, G™3 93y
Logerdbmdemoce doomos 383393960 dbormgodegdal Boemo o 3gLododaboc, domo
189393630l mbol 85Bg96989emay;.

Lggds-3

5boEasBMO9doL 35bsfoergds slivgddgdol mbols Jobggzom Lsds@mggwrmdo
2007-2017 §igmgd8o
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oboemgodegdol  3ndgzrmdol  Loggbmdo  o&Lgdyem  13dodgl  gocogdol
0oL gdL Looboemedm 3g60medo (2007-2017 Bemgde) dggybol 3oLdhodeos Lodmog-

Gmdm embgdg Bohotgdyemo (30 39neme 360dgbgemmgobo 33cmg39d0l [(33emgge 2015,
https://www.mes.gov.ge/); (3gemgge 2016, Tracer Study); (3gemgge 2018, EPPM);

(33emggo 2019, EPPM)] 3900939003, o3 306369 nemoc oboemgodécogdel cooliogdg-oal,
36magqlonemoe o dommglo  Logobdobommgdemm  oBgLgdnmgdgdol  3nébcos-
don0gergdymad 33oymagoemgdel, 3mBoco dmbymdolb 36mdemgdgdl dogdwmgbo. domgob
doemBg 36033690mmgobos Logotaggamml gobsmemgdols o 3936096980l LoBobo-Ltermb

36)00033[)03@0 306000@360[) 806300000’0360[) @3300’0@0336@)0[} 3300939, &)OOQSQJSQB
dmopgd  Logdoboggmmmb  yggeme  Lobgemdboogm 36:‘0%3[)03@0 Logobdobo-memgdemm

oBgLgdnmmgos. 33emggol Lo3eB6g $3ma3oc0 gobolodmgés Iglododolo 3Gmagqboyema
Logobdobommgdemm 3Brmg&odgdol 3yeldmogigdyme (1310 3oémgbgds, Lodnommm

oL 30 24 Bgemo). go8m 3ombyemoms 38oymazoemgdol sboemaBo gobbmzogmmms bbgoolgs
ob3gdthol  Bobgogoor:  BoLBogemgdgemors  330emoagazozed,  LobBogemm  3Gem3glols
635608900, 0bagGbhGYYhnes, LBogemgdol 3gomegdo, ULBsgemol bobgdmmagmds,
396ommmgdal botolbo, 36odhognemmo elLgde o dobo bobgdmmagmds, LobBsgmmm
€9LyeLgddg bgemBoloBgrmBmds, Lmegbhgdbe o mmgdhmegol 8meal yémagbommds,
obogdqdo8g  Bnbgo.  33emg30l  Jgogagdo  330P39bgdL, Gm8  yggemodg  osdomo
€90th0bgoc LBmEg ologdgdedg B6nbgo 3gogolios. 396dme, 98 393mbgggedo,
390ymagomgdol Lodyoemm 3oBggbgdgmmo 2-8g coodomos, 396dme 3o 1,81-b neotob”
(3gemgge 2015, https://www.mes.gov.ge/. Tracer Study, 12). 3m6Loo8mogéhrgonemms
50,6% coonbogddgdgemos, 3ndomdl Bbmemme 38,9%. o3 33060l 369em0r0g06 11,6%-3s
o0Bym 39domdd 3memgiol obdoérgdem, 1,0%-3> obogdgdel Lobgem8Baazm (396¢)&0b
©obBo6rgdom, bmmm  olegdgdymms  dotromods 65Boemds  LoBlsbyéo  oeBym
o8my300098cmoce (43.3%) 0o 6536md-3gamdtrgdol ob3otrgdec (38.2%). dotomown
30393980, G0l godm3 39OLesBmoghgdnmgdo 396 3myemmdgh Lodndoml, dg8cogges:


https://www.mes.gov.ge/

b03306mbo BmQGOUo ©o do(‘)omo@o Usoégbob 3dm6@m60—15,0%; bo38060b0
80300(3@0@360[} 3dm6@m80—23,1%; @obo@o 30000500360 36)0’)033[)0038—23,7% ©o bb3o.
Qoao%odégbaq)oo, HmI ,,Qobodagbn@ 336[&@030)036)863@0)0 @oob@mabom 42.6%
0Q603503b, Gm3 Jomo boanaom bén@oQ ob 6060@006(4)03 @0303306)363@00 od
L3g300em™BLEG, émdgemo(3 doogl 3600%0bon@—boaoﬁaosom@@@m
QQGSUSBI]QJSBOHO, booQ)oo 57,4% 0Q603603b, &3 dobo boanaooo o6 560l 30330630
domgdyen L3gzeoemmdoborob” (33emgge 2015, Tracer Study, 24). oboemgodeogdol
Qobodagbobo o d6m3omo 800630060[} oo3oq>bo%é>obooo, 300093 303600 8603368@«)3060
anb3363600 306300@8360@0 8003@33600 330’0000@0[5 3600033[)0*3@—b08068060m@36@m
36mg6039-00l  396LEIINgEgdymme  33emggel  96go6edgdol (TRACER STUDY)
dobgrogom, mdgemboy 3gbomEymmo  sbmézogemgdl 3Gmoggloyemo  gobooemgdel
806300006)360[} @3306)@033600. oba, 8080@00)0@, 2017 53@[} Goé)ao’)@agso@o
osaoéoaob 30b3@3ooo, 3600-30’000 doﬁmmoqa 808636.)[) 506)8000@386[5 ob, Gmd
336[}@0800036)363@000 38603@01)0060 boioémqa 8003633[5 ,,360)033[)03@0
396000 goLicob o 393d06gdymmo Eago sL3gdhgdo, GmamGass EoLY3gddg d6nbgo
(64.0%), 360dthozol nelgdo (40.0%) oo gobomemgdal botalbo (39.0%) Lodoermgdl
aom3ymdglgdal (3gamgge 2015, Tracer Study, 4). 36Gmaggboygemo 3GmgeHedgdols
336[)@030)0363?)3@0)0 Qobodagbob doremoobdo 303386363@30 dbmemme  56.2%
990003060 9badbymoob godmdnbotg 330605, ™I dgeemo gl vEvg:39ghoobo
obdotrgdol  goBggol  oboemgedegdol  dBmdocme  dmBymbal  3BmygLde,  Go3
dbodgbgemmgboe 0330690l door  obhgbgll  LBogems  googédgmmmb  ydomemgl
bob603@36@82>30 38boboaob 36m%8b03@—boaoGBoGOmQSBQm 360086033638, ob
ob@oan@oéabb oo I6MBnmo Saoaéoeoob.

o2l 336900 oo 63 3396co0(30g%0:



oboemgo8é0gd0l olingdgdol boggérmda s6Lgdnemo dgmBstgmdals 3gbBagme, sbggg
506036y Laggérmdn gobbmzogmgdymmeo 33emg3930L 3ggagdel sboemade Lodyommgdol
33°demg3l  g3og0390mme Gogo ©ol3gbgde. 396dmeo, Lodotmggmmml 3Gm-3ol doBo&dq
06Lgdymo  dgmBotrgmdosb o g39yobedo  3ggdbocmo  Lmzoommyés-g3ebmBa o
3000069000006 393m30boéag, oboemg o3 ogd0l 99399heobo coobogdg-dob
136bggemymazol 308600, 80Bo63gbmbocmos  goBmgymor  FsbBg 8mgdgcon  Igdcogze
doomso qgoghmexgdo:

1.oo6o3gotomgg  306mdgddo  8gobodbgde  3Gmagglogemo o ndsmemgboe
LobBogamgdemgdol  39BLesdmoghgdnmms  330emoaz035300L  E™bol  JgnLodsBmads
©08L0g8939em05 Imdbemghgdmob, Gl gdothgds: d8myogdgmme gowsBygghoemg-dab
dopgdol  3qlobgd  308mzommgdol  ydmbmmmds, Lomobom  3mmbol  1335&0lmds,
dogdnmo  3Gmagqlool  8obgrogeo  3Godhoggmme  Ybot-Bgggqdal  bozemgdmde.
3ogomomoE,  3o8m33emg39800 ™Mgo(3eoemYcoe EOESLHYGINmNS, Gm8 ydsmemgbo
3o6ommmgdal  131939%0L 398gmdo Brool  IgBoazgéabgdgme  q3odhmos  ndsmemygbo
3%bommmgdal  8dmbg  3o6mo  3m83ghgbizogdol 3930l dmmbmgbgdmob b 3emgde

003LgdoEMdS > MgomEboddgdol odoemo doBgqbgdemgdo (33emgge 2018, EPPM, 16).
dg0demgds 0:dgoL, B8 9bedbymo agoghmGo gowodByzgh Gl 0853mdl BHmgme;
0boemgodod 30006gd0L, sbg3g Joemosbo 3GmBalnbotosbo dmbisbemgmdal oliogddgdol
Jnooboo.  Logotrmggemml  g3mbmBognto  ohonéo  dmbobemgmdal  Lihéydhnéodo
1893930600 3meal 32.34% ndocmemglo gobsmemgdol, bmmm 21.86% 36moggbonemo
3obomnemgdol 3gmbg 3o6os (http://www.geostat.ge/). botobboobo o bgemdobobgromdo
3960;mmgdo, GmIgemary 3Gl 35860L ImambmgbgdBgo meegbhotgdymmo, g3mbmdnHo
396300006930l 3603369emmgo6 ogogdhmEl Bot8m-o0ggbl. e LdBYboBHMS, BH™I
200goGmggemmlb  306sormgdol Lobhgdol dmemm 3g6omol GggmEdgdol 960960030
I3ogemmdsd  osbobyem  3oBobL,  bgemBoliobgomBo o botralbosbe  gobsamemgdal
1836mbggemymazol, 396 8oombos. €9a3mEdgdal dbommo (ommmgde o 3GomEahghgdel


http://www.geostat.ge/

bdoto (33emoemgds 396 1BGNBgmmymal 3063000690589 mE0gbhtgdnmo Bgéocoe
Lobhgdol Rodmyocmodgdsl oo bobhgdol go3ggdheobmdal boralbol Logerdbmd s3scemgdol
(33cm930 2019, EPPM, 1).

2.9350mglo o 3Gmagbogmmo gobsmmmgdal  8dmby 30006930l 30339 9630900l
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Summary

The principle objective of macro-economic policy is the provision of effective employment
for the population at the current stage of forming and developing the labor market in Georgia.
The above-mentioned is conditioned by the fact, that the unemployment represents the most
acute, global and topical challenge, which is acknowledged to be the key factor causing the
poverty in the country. On the basis of the aforesaid, the in-depth research of problems related
to the certain social-demographic groups of population, especially the employment of the
young people, is attached the considerable significance. The study of the existing situation in
the mentioned sphere, as well as the analysis of findings of the conducted researches, allow us
to infer a set of the following conclusions:

1. Under the modern conditions there is identified the incompatibility of the skill level of
alumni of higher and vocational institutes with the demands of employers, which is added to: the
absence of experience in independent decision-making, the insufficiency of appropriate
knowledge and the lack of practical skills regarded relevant within the profession. It might be
said, that the mentioned factor performs the vital role in terms of the employment of young
personnel as well as the whole population capable to work.

2. The low level of competences of the personnel having acquired the higher and vocational
education and the incompatibility between the educational quality of the working force and the
requirements of modern labor market account for the deficiency of qualified working force and
the difficulty in recruiting the personnele according to a certain profession, which, in its term,
becomes the hindering factor to the development of business and economics;

3. The crucial factor effecting the youth employment is their conceptions and viewpoints
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pertaining to the ways of adaptation to the area of labor and employment. While selecting the
profession they are not frequently focused on the situation existing at the labor market and its
real requirements. Hence, the extremely serious problem of professional orientation assuming the
particular importance in the epoch of contemporary innovations and globalization has been
illustrated.

4. At the current stage, the labor market cannot ensure the compliance with the social justice
rule in the area of employment, the creation of the equal employment opportunities for the
unemployed and the realization of the equal labor rights. The various services and events are less
available for the certain groups of population.

5. The mechanism of social protection of the unemployed young people and their retraining
programs are hitherto virtually nonexistent in the country.

6. The considerable problems can be detected in the sphere of remuneration of labor for the
young people. Their wages are low. The situation is much more complicated by the appalling
working conditions and the low level of the work organization, its encouragement and
motivation;

7. The absence of undeveloped infrastructure and unified information system of the labor
market becomes the obstacle to finding the professional job, furthermore, it develops the
considerable difficulties for the employers in the process of recruitment and employment of
personnel deemed necessary;

8. The scientifically founded management practice regulating the employment and social-
labor relationships as well as the relevant legislative basis does not hitherto exist in the country;

9. The system of social partnership has not been developed in the sphere of social-labor
relationships;

Based on the above mentioned circumstances, with the aim of providing the youth with
effective employment it is essential to take the following measures within the labor market and
the active policy on employment:

1. The problems related to the job placement of the young people are impossible to be solved
without the joint efforts of social partners. The aforesaid requires the establishment of
fundamentally new mechanism of social partnerships and the introduction of the practice
regulating the collective agreement. The issues about the youth employment should not be settled
spontaneously. It requires the scientifically substantiated approach from the economic as well as
social aspects.

2. It is deemed necessary to enhance the quality and level of development of the higher and
vocational education system and to focus it on the requirements of labor market. In addition, it is
essential to form the adequate system for training and retraining programs for the personnel that
will completely ease the shortage of qualified working force and remove the barriers and
complications created in terms of recruiting the personnel of specific specialties

3. The effective employment of young people is impossible without the economic growth, in
general and the advancement of private sector of economics

4. The youth employment programs should focus great attention on training, retraining of
young people as well as helping them to find jobs and carrier planning, also on the issues related
to providing them with consultancy and mobility.

5. The legislative basis in the area of labor and employment necessitates being improved and
refined.

6. In order to successfully pursue the active policy on employment it is deemed expedient to
introduce the effective system of its implementation and the monitoring of its outcomes.

7. With the aim of successful realization of the active employment policy it is expedient to



introduce the effective system for monitoring its implementation and expectations. It must
provide the strict control over the execution of each specific program launched in the sphere of
the youth employment according to all its parameters and indicators.
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Digital economy - an innovative tool for economic growth
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In the modern world, the role of digital technologies in the country's productivity and
national competitiveness is increasing. Today, it is used in almost all fields of economy. The

pace of e-commerce, computerized management of digital processes and digital
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infrastructure growth is remarkably high and it is an important tool for economic
development.

The digital economy is an important part of the fourth industrial revolution. It is
directly related to the development of digital computer technology, which includes online
services, electronic payments, internet marketing, internet advertising, internet games, etc.
Sh.

For the rapid adaptation to modern economic trends and a new stage of development of
the country on June 1, 2018, the Digital Economics Association (DEAG) was founded in
Georgia. DEAG has clearly defined objectives and tasks that promote digital business
culture, stimulate and support business environment; Investment platform preparation,
capital market development, and integration of various systems blokchein technologies for
this purpose, to cooperate with the state and private structures, digital assets and digital
electronic currency payment means of implementation, the specific preparation of
legislative initiatives and other innovative projects a presentation means.

In case of a correct strategy, the country can achieve significant success. In this regard it
is worth mentioning the Law on Innovations adopted by the Government of Georgia on
June 22, 2016, which aims to create and perfect the ecosystem of national innovations for
socio-economic development of Georgia, construction of economics based on knowledge
and innovation in the country, technologies created in other countries Promotion of
intellectual property and technology created in Georgia, access to all technologies of
science and economics in order to increase the competitiveness of these fields.

The Innovations and Technologies Agency was established with the aim of promoting
innovative business. During the year 2019, the Strategy of Innovation Agency will focus on
attracting private investments in the development of innovation ecosystem. All subsequent

projects of the Innovation Agency are aimed at maximizing private investment. It is also



planned to maximize activities in the centers of Reagan Innovations in order to actively
involve the entire country's development of innovation ecosystem.

Together with Technopark, "Startup Georgia" is also an innovative business promotion
program founded by JSC "Partnership Fund". Its purpose is to support development of start-
up business (startups) in Georgia. Any citizen of Georgia who has a novel oriented and
prospective business needs to participate in the project and needs funding for its
implementation. It has an innovative and high-tech component (artificial intelligence, nano
technologies, information technology, robotics, etc.).

Today, the main strategic development of Georgia's economy must be the accelerated
integration of the country into global technological trends. Digital technology should be
introduced in all possible sectors, otherwise economic growth will be impossible. Digital
entrepreneurial culture should be elevated and it becomes a strategic direction of state
policy.

For the development of digital economy in Georgia it is necessary: to formulate and
implement digital economic policy; Digital economic policy will be formed in the direction
of infrastructure and technology. The development of technology and development is
particularly low; The State will create digital environmental and regulatory legislative
frameworks in collaboration with business and scientific sectors to promote the emergence
of internet companies and stimulate internet market; Knowledge of digital technologies in
higher education institutions; It is important to focus on cognitive, social-emotional and
problem-solving skills, which are much more difficult to learn. Ensure tax privileges in the
creation of the latest technologies; Involve into a unified digital market that will facilitate
free movement of goods, services and capital, will create new startups and laboratories. All
this will contribute to the country's economic growth.

keywords: Digital economy, Digital technology, Innovative tool, Digital index, Digital

economic policy.
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The existence of an efficient system of agricultural cooperatives in EU countries is related
to the continuous process of long-term development. The cataclysmic changes in socio-
economic formation in this process did not take place, as it happened in the countries of Eastern
Europe or the former Soviet Union.

In the period of crisis, agricultural cooperatives were used by the states as the means of
agriculture regulation. In the period of the acute food crisis after the Second World War, many
states identified the agricultural cooperative process as the most effective means of the
quantitative growth of agricultural production and it was going with active state support.
During the same crisis, an active propaganda campaign by the state agencies led to a rise in the
number of cooperatives and intensification of their economic capabilities.

Today, a perfect system of agricultural cooperatives operates in many countries around the
world.

The legal basis of the Italian cooperative system is primarily Article 45 of the Constitution
adopted by the Republic in 1947, and the objectives of cooperation are formulated in the Italian
Civil Code.

As exemplified by the case of the development experience of the five hundred-year-old
sectoral and community cooperative of the Italian Cooperative Movement, the process of



agricultural cooperation took an important place in socio-economic development of Spain,
England, France, Germany, Netherlands and other countries.

The legal basis of the cooperative system in Spain is Article 129.2 of the Spanish
Constitution (1978). The main factor in the success of Spanish reforms is the development of
cooperatives in agriculture. It is worth mentioning that 60% of agro-food sector is produced by
cooperatives.

The process of co-operation in France is based on general legal regulations (mostly the law
on cooperation). The state considers cooperation as the third sector of the economy. The
existing 24000 agricultural cooperatives will provide 1 million jobs and their annual overall
financial turnover exceeds 300 billion euros.

Co-operative activities in Germany are based on the Federal Law on "Commercial and
Economic Partnership” (1889). Germany is considered to be the home of credit cooperatives.
Today, the Raffaisean Union unites country’s cooperative and cooperative banks. 80% of
farmers, 75% of businessmen and 60% of artisans, the number of which is 14 million people
are the members of cooperative banks.

Producers of many US leading brands, especially fruit juices and dairy products, are
cooperatives. They produce 78% of milk, 17% of fruits and vegetables. Most importantly, in
the United States, labor productivity in cooperative enterprises is 1.5 times higher than in
individual enterprises.

As a result of the adoption of the Agricultural Cooperative Act in Japan in 1947, and by the
Japanese Emperor's Order, the Government implemented a new agrarian policy throughout the
country. As a result, the entire rural population was automatically involved in the cooperative
system. 91% of Japanese farmers currently are members of agricultural cooperatives.

Keywords: Cooperative system, social function, legal regulations, credit cooperatives, pseudo-
cooperatives, hierarchical structure.
JEL Codes: Q10, Q13, Q18
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Econonmic growth is an important challenge for every country, especially for
developing ones, including Georgia. Actually, economics of Georgia was increased without
significant growth of the number of employed. As a response of this challenge in 2014 the
Social and Economic Development Strategy of Georgia — Georgia 2020 was published aiming
identification of key problems and challenges preventing development of the foundation for a
long-term inclusive economic growth and improvement of welfare of the population.

The social and economic development program/strategy of Georgia, Georgia 2020, is
relevant to the world trends, Georgia is relevant to world trends, as the main goal of the
strategy is identification of the preventive factors of inclusive economic growth and defining

the social-economic policy for overcoming it.

Inclusive economic growth was the main direction of country economic development, the
result is long-term nature based on the strategy complexity and its activities after 2020, but the
information about certain activities implemented by Government of Georgia and the achieved
results is not known for the society. Activities made in the field of entrepreneurship, starting
from Estonian model of income, finished with simplified business administration, are very
positive and correct step, especially in the field of strengthening small and medium enterprise.

The thesis focuses on inclusive growth model as a main qualitative innovation of

Georgian social and economic development strategy- Georgia 2020 and the conditions of its
achievement, on the long-term oriented actions for achievement of the mentioned results ad
compliance to the goals of the strategy.
We consider that for an effective result the state shall pay the special attention to the
components included state strategy on education quality essurance, employment of the
population of all the level and development of real productionand . Also it is important that
each specific step was more detailed oriented or oriented on the results for inclusive growth, as
only economic growth does not bring automatic improvement of poor’s’ conditions. Though
sustainable economic growth will be a strong basis for further inclusive growth and
improvement of the condition of poors.

Key words: Economic growth, inclusive growth, equality.

JEL CODES: O10, O11, O12



Introduction

Georgian Economics was in hard situation after restoration of state independence, the
main challenge, development of market economy was the key challenge for the under-
developed state institutions. During 28 years of state independent, in addition to above-
mentioned challenge the state faced several internal confrontation or military action, what
impacted significantly the territorial integrity of the country and accordingly the economy of
Georgia. Positive changes in the state economy, especially in the direction of investments has
started since 2005 (Diagram N1)
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Diagram N1- Direct foreign investment in 2005-2017. Source: National Office of Statistics

It made economic development in combination with the series of in-depth transformation faster
in the country. Russian Georgian war of 2008 was one of the important obstacles in this
directon. The external shock supporting to increased risk for investors dramatically reduced the
number of investments in Georgia (1).

It is important, that in addition to the important external factors, in certain cases the steps made
from the side of the state was not adequate to the formalized development visions. For that
period, Georgia, positioning of Georgia as the Singapore was an official declared approach of
the government, when Georgia is not able and cannot share neither by geographic resource, nor
by state regulating direction the economic politics implemented by Singapore for achievement



economic miracle. As the role of the state was and is great in the economic processes...
including protection of labour market, in the certain segments of the market by appliance of
protectionist norms, ( Khaduri, 2018 p.50), from the prospective of regulating, especially
labour market regulation, compared to Georgian condition, in 2006 labour inspection was
totally cancelled, what brought us to the difficult challenges available in Georgia
(Kenchoshvili,2018 p 244)

Despite of this in 2003-2012 economic situation of the state was drastically changed into

positive(DiagramN2).

Actual growth of Gross Domestic Product
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Diagram N2- GDP actual increase in 2006-2017. Source: National Office of Statistics

During that period the experience of Georgia ensured us once again that it is possible to make
positive changes by means of autoritarian methods in economics, though for long-term
economic development, it is important that democratic institutes work effectively, respect to

private human freedom and high civic political culture (Beridze.2018, p 35).



Regardless quite a high speed of economic growth, the situation was not improved in terms
of unemployment and elimination of the poverty (Diagram 3,4).

Share of the population being below the absolute level (%)
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Diagram N3-The absolute poverty: Source: National Office of Statistics
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Diagram N4: Unemployment level 2006-2017 Source: National Statistics Service

Similar to overcoming of income unequality, Gini coefficient in Georgia in 2014-2017 the
gross income is increased from 0.40 to 0.41, while total monetary expenses was not changed and
it is still 0.47, what makes Georgia in a difficult conditions by distribution of the income among
the countries being in poor condition, while from the regional prospective the most difficult
condition is in Shida Kartli, Mtskheta-Mtianeti and Kakheti (blue line.) (5.p 41)
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Diagram 5 Average income per person, according to Gene Index on an annual dynamics by

the region. Source: Chronic poverty and income equality in Georgia, economic-statistical

research.

It appears that there is insignificant growth of employed in the country, the share of the
people being below absolute level of poverty against total amount of the population was more
reduced. Actually, economics of Georgia was increased without significant growth of the number
of employed. As a response of this challenge in 2014 the Social and Economic Development
Strategy of Georgia — Georgia 2020 was published aiming identification of key problems and
challenges preventing development of the foundation for a long-term inclusive economic growth
and improvement of welfare of the population (6). The paper demonstrates the view of the
author, about key challenges of the Social and Economic Development Strategy of Georgia and

overcoming ways.

Key Challenges of the Social and Economic Development

Strategy of Georgia — Georgia 2020



According to the statistics no crucial changes are noticed for reduction of poverty,
unemployment and unequality of income in Georgia since 2014. This is why it is more

appropriate to investigate its reasons in the strategy and its implementation

An inclusive economic growth is explained in the social and economic development
strategy of Georgia as comprehensive inclusion of the population in economic development
process and the government aims to introduce the model when in parallel to economic growth,
the equal access to the economic opportunities is increasing, unemployment and poverty are

reducing with support of the strategy.

Despite there is no common, unified explanation of an inclusive growth, the final goal in
case of any explanation is identical. According to the Organization of Economic Cooperation and
Development (OECD), inclusive growth is an economic growth where the opportunities are
distributed fairly and accessible for everybody in the society (7) Though the best explanation of
the inclusive growth is offered by the UN Development Program, the director of sustainable
development goals fund and leading economist of UN, Paloma Duran, according to her (8)

growth is inclusive, when

Economic growth takes place in the sectors, where mainly poor people are employed.

Economic growth takes place where mainly poor people live, even by the little resource

potential,

e Such production factors are applied which are owned by the poor people, like un-skilled

labour;
e The prices on such commodities are reduced which are used by poor people

Noteworthy, that inclusive economic growth and inclusive development is the actual
challenge of modern economics, as inequality in the World is increasing in all the directions. For
instance if in 1980 1% of population with the highest income received only 12% of national
income, in 2016 more than 20% of the population gets it. In case of the Western Europe, such
inequality of income is increased from 10 to 12% during 1980-2016. In 2016 50% US population
with the lowest income received only 13% of Total national income, while the same stratum
received 20.3% in 1980. The situation is better in the western Europe, though the level of
unequality of income is comparatively better, thought it is still higher, as in 2016 50% of the

population having the lowest income received 23.8% of total national income, while this data in



1980 was only 22% (9). For responding the challenge many influential economic institute came
together. EBRD developed an Economic Inclusiveness Strategy 2017-2021 for responding the
changes in this direction (10), while for the last years the World Economic Forum publishes the
inclusive development index according to the countries. Based on the results of 2017, according
to the report of 2018 Georgia is the 32th place in the inclusive development (11).
The experience of Georgia, as well as many other countries proves that even high level of
growth does not ensures automatic overcoming of poverty, inequality or unemployment.
The social and economic development program/strategy of Georgia, Georgia 2020, is relevant
to the world trends, Georgia is relevant to world trends, as the main goal of the strategy is
identification of the preventive factors of inclusive economic growth and defining the social-
economic policy for overcoming it. As a result there are 3 key problems among the critical
problems — low competitiveness of the private sector, non-relevant developed human resurce
and limited access to the financial resources. (6.16).
The strategy was a new approach for Georgia being combination of economic growth and
economic development strategy, as fast economic growth is still the priority of the country,
though it was written in the strategy that its goal was inclusion of every citizen in economic
processes, which brings to the root and qualitative problem of the economics and series of
activities for social-economic politics was developed in order to overcome it. Inclusive
economic growth was the main direction of country economic development, the result is long-

term nature based on the strategy complexity and its activities after 2020.

It is important to notice in order to assess program/strategy efficiency, it will not be
relevant to assess the current one which was developed in 2014 and it is only 4 years since it has
been developed, in order to achieve the results. Though it is important to focus together with
achieved results, as well as the activities focused on the activities oriented on achievement of

long-term goals and their relevance to the goals of strategy.

Currently, the information about certain activities implemented by Government of Georgia
and the achieved results is not known for the society. Activities made in the field of
entrepreneurship, starting from Estonian model of income, finished with simplified business
administration, are very positive and correct step, especially in the field of strengthening small
and medium enterprise. As it is given in the development strategy 2016-2020, small and medium

business development is considered as the key direction of country economic development (12;



4). Though talking on efficiency and accountability is fine, as state is accountable to report to the
society about efficiency of the policy.

For this purpose let’s discuss 3 main problems selected randomly to analyze. Let’s discuss
one of them, the steps made for overcoming law competitiveness of private sector in the country,
state support for entrepreneurship development. Noteworthy, that till 2017 state politics was
implemented by different state structure, accordingly, it is very unclear what the total amount of

budget for supporting entrepreneurship and specifically what the result for Georgia economy are.

Since 2017 LELP ,Produce in Georgia“ implements comprehensive approach
independently for development of entrepreneurial environment and private sector, support of

expert and attracting of investments.

The agency is actively involved in development of entrepreneurial environment and private
secotor, the agency is actively participates in strengthening of local business under which the

support programs in the field of industry, hotel industry, micro and small entrepreneurs.

By the data of February 01, 2019 since 2014 5, 313 projects supporting micro and small
entrepreneurs were implemented, 39 583 722 GEL is issued by the state in the form of grants
while total cost of investments was 49.5 million GEL (13). It means that every GEL issued from
the budget brought 0.25 GEL of investment. In addition it is not clear the number of working
places created by the program.

Small and micro business support projects/ issued funds/GEL
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Diagram N6 Small and micro business projects according to the regions/ issues funds for
2014-2018. Source: Produce in Georgia

In 2014-2018 104 projects were implemented in the field of industry, total amount of
investment was 250, 626, 366 GEL, which created 5,080 working place according to the
agencies. In the field of the industry, new enterprises are established, as well as renovation of
already operating enterprises, the agency supports already existing and potential new
entrepreneurs in cooperation with commercial banks, leasing companies and informational
consultations organizations. The most problematic issue is how many employment places are
operational and what is the result of above mentioned direction is still unclear.

In 2019 The Minister of Economics and Sustainable Development of Georgia introduced the
results of the efficiency of technical support and financial access of the industrial part (14),
based on which the project results were assessed positively. Though as the research was small

scaled, we think that the results are not relevant for all the aspects of the agency operation.

Total volume/number of employees of investment in the industry
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Diagram N7 Total for industrial investments/number of employees, 2014-20186. Source:

Produce in Georgia

As for hotel industry except Batumi and Thilisi, 82 projects were implemented in different
regions of Georgia in 2014-2018 with total investment, 189 918 772 GEL and gained 1890



place similar to industrial direction, current situation is unknown in this direction too. Though
according to the statistics of Produce in Georgia, establishment of one working place in the
hotel industry required 100, 486 GEL.

Total Volume/number of employed in the hotel industry
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Diagram 8 . Total volume of hotel industry investment/ number of employees according to

the regions in 2014-2018 Source: Produce in Georgia

In addition, the agency implements different activities supporting export and encouraging
investments, though in this direction the results are not relevant in terms of calculation,
accordingly, neither budget expenses spent for their implmentation, nor its efficiency can be
discussed now.

Based on above mentioned it is clear that one of the important and praiseworthy programs of
Georgian government has many gaps to be filled and it requires understanding of importance of
transparency and accountability of the government to population. Noteworthy, like other cases
that the program has a direct impact on the poor population and the program cannot be
considered as improvement of inclusion component as applying the program means having
certain skills (internet literacy, searching the information about the program) which is not
relevant for the economically vulnerable population.

In addition to the critical thinking it is not possible to assess the reform of healthcare positively,
access to general healthcare to all social stratum, directly influencing condition of the poverty

and has a significant impact and the expenses of the medical services were actually reduced.



When will improvement of inclusive economic growth have a real result? Is elaboration of a
long-term state policy an effective way of overcoming inequality ensuring active inclusion of
poor? Or the universal way of inequality goes on correction with direct investment?

For ensuring inclusive growth in the country, there is no common, universal approach and
requires consideration of all country contexts, for ensuring inclusive growth together with
sustainable economic growth, it is important to develop the directions of real and result-
oriented politics, such as productive employment and job places, economic transformation,
investment in human resource, progressive fiscal politics, social protection, non-discriminated
approach, strong institutes, etc. (15.6). In addition, it is important to consider that inclusive
growth is not reached in 5 or 10 years. It is necessary to implement consequential, real and
effective politics in above mentioned direction, though it does not releases state from the
obligation, which will be based on real needs. Active operation of municipal government in this
direction is very important and coordination with the central government, as without

decentralization it will be hard to bring real needs and condition to central government.
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At the stage of planning and implementation of state inspection (supervision) system, the
government should conduct legal, technical and economic analysis and study the business
environment. When State makes its own decision, special importance is given to share the
experience in the relevant field for implement practice. In the developing countries, at the
stage of establishing effective control mechanism, supervise of inspection services is a key
element to release system corruption.

The business should underline the requirements of the national standards and legislation in
the relevant field, and in case of necessity, resolve problems, determined by the supervising
body in the specified timeframe.

To achieve the goals and to protect public interests, it is necessary to coordinate the work
of the Inspection Service and Business Representatives, which covers raising awareness of
society. Business involvement in the process of development of various legislative initiatives
ensures the protection of its legitimate interests from inadequate infringement. It should also be
noted that the existence of a social dialogue platform, which is successfully functioning in
many countries, promotes the right decision, even strict supervisory policy is in action,
providing consolidation in the decision-making process and refresh business environment.

Keywords: Labor safety, business risks, state inspection system, state control.
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The article discusses some of the aspects of the Economic and Financial trend in Georgia
under current conditions of Globalization and their impact on the growth of the National
Economy. According to the research conclusion: In terms of attracting Foreign Investments
and promoting short-term Economic Growth, the Economic Policy of recent years, despite
some progress, could not create a basis for increasing the competitiveness of Georgia's
Economy and for long-term inclusive Economic Growth; The results of Economic Growth in
the country have failed to reduce the Unemployment and poverty estimates of the

Population.
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dogmBobrgmds,  GmImmol  9boemoBoy  Lodyoemgdol  odmmgge  g3o8mgogemoebmon
Logotoonggemmb  g3mbmBogyto  g3obgomotrgdolongal  oyzoemgdgeme Lo gombgdo.
3enmdoemybo  g3mbmBozol  Gomemmo  dgmBotgmdal  gmbdg  3603gbgemmgobos
bodotroggemmdo Lodoemyo 30369m 3mbmB8o3yéo g306g3mlb 394dbo o gomdxmdgLgds,
306000006 LBmEgEE 35 363mgMbmPn 316 3603930k o 393d0égdyemo 3EMmdrmgdgdal
3o3m, BmgmGoos domomo goemolb 3oBggbgdgemo b omsmo Lodonighm gazei0ho
Bo68m0dge  36080Lo G0z  g3eom3yem  g39yobodo. odoob  godm3nbokg, Gmd
Logotanggemmb g30mbm8o3zo 0bhgacotgdnemos dbmogmmom §30bm8030L006, Bbmagemom
9306803760 36080L0 3060306 dabiobgds LogetrmggmmmBg, Go3 gnemolbdmadl 0dsl,
603  bmogmomlb 399306980 g3mbmBognéo  B3Go  g98mobggal  39d306gdnm
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oogocemgdol 3gqdbsb.

Lo 3396dem Lahyggde: 93006803960 B0, Joremasbo Lododyemm 3Gmmygdho, 30éH 3060
3be60 0b39Lho30900, 56356080L cogazaz0do-
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dosemen 9000 Bemol  396853emmdoBo  Logotmagammlb  oremosbo  Ledsdyemm
36meeygho  (3L3) (Papava V., Silagadze A. 2019). gmggembemon®oc Lodyoemme 4.2%-00
03609300, B3 080l 356036939am05, Hm3 Imb)ggmeEy Yo HgnmE3ge dggael
:o3(yobo  omBmBbos o Igbododoboe  oogBemo  vobobs 3336093096080 306
BoBggbgdemgdBg (333535, Loewmogodg 2019, 180). odocosb  godmBeobothg,  Ed
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0mgonmo  dbmmme  du3-0b  obodozo  Lo3dotolo 9Eod  gggybol  g3mbmBo Mo
8@8m806>3mbob dqboggobgdemoce. 930l gomgomolbobgdom, oy30emgdgemos  g3gybols
dogmBotrgmdol  dqbBogemo  olgmoe  33emoEgdem,  Gmgmopss  LbogdLdmédm
393mbogomo, 306o3060 Ni3bmyto 0bgglihogogdo (330), Logdmbmoom gogemds, 3otocoo
adogboemgdo, hner0880. 5b0dbyemmob gémoc, Lhodoode gobgoboemoge g3mbman o
800l 3mb(3ga3(3093L, G000 godmgemabrogh sboboglh oy 960 godmdacmo dgogge Jagybol
399200090l O Bo g3b5306HmBgAL §30bmB0 396 BGcool.

930680 360 8G oo o obe 3063LsBmgégme ggoghmegdo bodotmggemmmdo

939460l g3mbmBogyéo BErs o Lhddomwy®o g3mbmBognéo  gobgomatigds
6030096039 godhmEBgo ©28m Jogdymo, BMIgemms JmEobss 3o 3Ermg3mbmdo 3o
Lhodocmy®mds.  g3mbmBogy®o  Lhodommy®mdal  8o360meEmbgdg  3qboagoligdemoce
39330dmos  godmgymor  608gbedg dotomon  8oBggbgdgamn, Gmgmboss  docos
©ggoete, Logotgm gagogado, 3919936mds, 0bagamozes ©d g3mbmBognéo 360l
3™99303096¢0 (393930dg 2010, 55).

3o6rggem 60330, Logotrmggemml g3mbmB8ogneo 3ogmBdsergmdol dodmbocngalial
3939060m08mo  dggyobodo  8L3-ob  Ggocmyée  Béol (9830, GOy  gyebmds
Lbogo®oggemmb Lstobhe ol gérmgbymmeo Lo8lsbyol 8oge go8mgggybgdyem 3mbo3gdgdl
(0b. 00036030 1).
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033500 - 2009 Bgaml, G353 -3.7% Bgocgobs. 3oeoymazacna BoBgg6gbgemo dataomaroar
393038359000 Logathgem eacmbeagbols Agblhgdoons @ commmatools gsBystogdols Ageegaace
39860cm0 Lgbbols 8enBlisbyhgdols bosgols o8,

2007 Bgemb 8L3-ob B0l (hg330L Igbgamgds oo 3og30tgdnemoes 2008 Bemol
Ggbgormob mBbs ©> Fmmdoront  og0boblyt  3G0Bobosk, Godoyy  gobodotmdo
bo0B39bhoE0e 3gBeoeobgdol 8339060 3emgds, gregase 2009 Bemol 930960080 30L Bercool
8oBggbgdgmmo  1o6ycmagomo oy, 580l Bogbgosgor, 93mbmBozed jgamsg LBGoa
50396 3obogoms Ybego @obBorgdal Bbotoodgtol 3gwgasc. Béwolb 3mgdal
8Lzo3b0 bzgboteo 2011 Bemol IgBrogasyy @oxeduoEs, 396dmm 30, hgd3ob omBsbgms
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93063037635 3608008 o Glgmol  §3096mB030Leob Eo3933069dcm  J394bgddn
9368030l 3o6rbsd. ymggemogg 3oL 3gcogge 30 3993060 gdldmEhoe, ogyemoe
aBogboemgdo o dhneobhms 6o 3ocgd0 (930bmd0 360 do8mbocmgs 2015, 7).
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3o6hbome 439469830 o6Lgdnmmo IEgdome hgbryg3ngdeom, (o3 3mBatono vobobgds
ggb3me e 3oBggbgdargedy.

9306m80 360 3963000630l Igboagsligdemsce (30em3g vwgdymo 3b3-0b E06s30 30
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ogeéBatagdyemo (3939039 2010, 60).
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36Bgol Booyyemesds 21.5%-00 300B6ees, GmBmol dotromswo B63Bocmo  8bbgoew
30869U89 Beocools (44.3%), gBcog3 B30ty B0869LBg (34%) Lsdgoencmdy 30 yggmedy dzo6rg
BoBomo (21.7%). 3086gubgdheerol 3Bzl LhGrdhneedo yggemsdy Bsmsmo Bowmo
869B39emmdBg, 5o4hdobs oo F3gBgdemmdBY ool (ob. 0936985 2). sboBodEsg0o,
68 396080 36 B30 2013 Bemols 39893, 33gBgdremdols, bienagemols Bg@bgeadols oo
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3600009 300L 398o33950b BoB3gBgdgem0 BEOL (h96cgb[3000 bobioscwgds, Goyy 19.5%-00
8900 Bobo> Bgemonob Jgeoathgdoos.
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808339390 0639Lho30g305. boobgglghoom 65 35cgd0l 8339060 Behcools hgbroghizos
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3ooLobogdol cmadgéoemadozos (dobdodg 2006, 15).
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Bemocob, 83608 Lodmopes 396 3397cmbBommo yodymagomsm o3gemgds 2008 Bemal
398093, ©o3 39dmBggnemos bmagmom 360Bobobo o EBylge-Ladotorggamml ™ol
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360336g90mm3boce 3933065000 B0bo Bemgdoob gotrgdoom, o3 Igoeggbos 664.2 oo 845.1
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2017 Bemob 8mbo3gdgdol Bobgrogoom, 8mb3otrgdol Bgemocmo 8L3-L Bceodo
dgoc0g96c00 1.3%-b, 303603 396dm dmbdotrgdol Bomommo Bgemommo o3odLotogds
dbmemmee 2017 Bemob 3oéggem 3396hoemdo, 8mdgabm 3306 ¢omgddo bmBobocmyo
do(hgdo  goBdErom8o 0baggEmo3008 gosdomoams, o3 03089 8oymocmgdl, €m3 Jogo
dmmbmgbo 33emog bnbheo (ob. oogeHods 4).
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Bcnoboobs mrdgorols 9309608039685 Beod, Goyy LogotmggammBy sobisbs goB6mowmo
boggu3mehm dgBmbogmmgdobs o 3atsdoto jbmnéo 0b3gbitoagdel  3noboos.
808c006a6g 96356030l 90ROl 3B83mdglgdsde goBbsFyeERem aas (yyt0B80
Eooemo. 9émgbemo 36 30b 8eob(3989B005, 2017 Bgeml BoBroobahg 96356080l ogog0(z0hB
8U3-0b -8.7% Bgocgobs, oy Bobs Bewol BoBggbgdgemonsh dgeotgdo bogdbedemace
6o3emgd05. 310 B08cobateg 96356030b ©gROROL ©370EBLGIL dotomoe Bysthms,
8036598 9130emGdDO® 3Us0rgoemolBoBgdgmm0s, End BoBoobathy 56356030l SEBLgdyemo
069 Bgbsdemems 5608003690 58cBbwgL Gga0mb3n sEbgdmo sEslisdocmyamdol
3530 > gbodoBobo, gggysbado 360Bobo 30093 G 3oGsgwgL.  B0de0batrg
96356080l Y398y 09030300 3m83bgbAL BoGBmoaghl godemds, Godoy 2017
Bermob 8cmbo(3989389 ooytrobeadoon 8L3-0b 25.3% Bgecogabs (Brmoyto 36356030 2017, 25).
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808c006363g 563565030l ©3930656Lg30l dotromacon Bystems 3o, ErcBermols Bocmdoyg
8L3-30 2017 Bgerob 12.6% Jgocogobo (ob. @eoges3s 6). 30-gdob Bacmo sbggg 0BERgdME
8U3-0506 BoBotrcgdoos, Godoyy BogloBocyt Bohggbgdgemnl doscBos 2007 Bgerols - 17.2%.
2008 Bgemls 8603369emergboce dgBzotrros 30-gd0 o gb (Hgbcogbis dgboRybrs 2009
Bgambo. 2008 Bamob g3mbmBognéo 36080bol gobboemgobsl 36es 506036l dobo
3930363930 swgommmdtogo  Loogydggumoy,  Gezmtoes  3no-gdol 6339000l
3006396¢hP0togds 3G0gothoBogocls oo 17d6oga gmbgdol gdgbeBy, By wobdormoblo
353006305, bogotoggummBo 930968030 3G0Bobiob Yotymaznma goagdhgde dg3toc
bogdbeodo  odbgdeas, Gmd ot LogEmeBetolies  06aBg3mdemdol  Bbtocosh
00606l oobBotogds, ezt Eligmolb o3Eglool Bgregaore BB
Bbotoborgals (353530 2015, 20).



obob0dbogos, BmI 03og9 3gMomedo 89368> 0bgglhmEBo oo  gobobocod
0639Lhotrgdal  3o36dgmmgdedg, 3otggmm o0gzdo 0gymmolbdgds ysBobo 0bgzglhmegdo,
Gm3mgodoy  LolBGogme  3goBgégl  6o8gbodg  860336gemmgobo  3Gmgdhel
3obbmeogamgds  doGomooe  39308m30L306gmdn,  GmBmoms; 9439398 oS
Lodotroggammb  gogmmoo  yoBobyo  (hgo6mgdol  goosmgammgdol dgbodemgdemmds
(bocoyo 2009, 16). 2009-2013 Bewgdols 0bhgégoemdo 6-7%-0b goamgdB0 dgéygmdl.
dmemm mmbo Bemol 30635g3emmosdo 3906036gds 0bgqboz0qoel 3béog 860336g9cmmgobo
B0 > Lhpdormy®oe 10-12%-0b ogotogemgddos (Bawonto 6306030 2015, 30).
9306803960 36080b0ob g39ybol go8mygoboli 80860c Logotmggemml Borogérmdsd
390313030 “sbocmo 030boblye 3539te”, G3m8emal Bobgogems)y 8cogémdsd gowabygado
LoboBobm goemgdnmmgdgdol 308mdggds o 9dgsb domgdymo 0obbgdal odsbgde
0ba360Lh e 3Gmgdhgddo (303030 2009, 22).

0036530 7. gdudmédol bhédndhnee Jggybgdel 8obgogeos (2017 Bgemo)
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Bystoo: Logothonggemmls géemgbrcmo 630

géeogbymo  Lhophobozolb 2017 Bemob  8emboyggdgd®y  cosytarobeodom,
bogotorggemml  33lbgoemgbo  Logdidmtspm  3sthboctros  ggémzogdotol  Bygéeo
d39969%0, GmdgemBys Borcmoobo ggu3medol 23.7% Beacool (ob. Eoogo8s 7). 98 Bbag
5060365300 Grlgomo - 14.5%, 58gédo0%s60 - 10%, oméadgeme - 7.9%, besdbgoso - 7.7%.



2017 Bgemb 8603369cmmgobo Boemo 3dmbeod L3oemgbdol 8ocebgdolo o 3mbiygbh&stgdal
99L3mEhH, 603 2016 Bgemerob Igeotrgdeo 3.4%-00 goaBoéos S doemosbo gJudm&hol
15.4% 3goc0g0bo. Logocmggammesb gdudme o bymo docomoo Lobogmbemm Y300
d93c09g00:  L3oemgbdol dobgdo o  3mbigbhGohgde, a3gemBgbocbmdgde, 8lndnde
03(hmImdoemgda, ynédbol  botmEommyGo  ®g0bmgda,  Lod3yeboemm  Lodyoemgdgde
o3oLmgonmmo.

0036530 8. 0d3mGheb bh&ydhn®s §3gybgdab obgregom, 2017 Bgemo

6906}0’)2 bod06m33@mb 36)(‘0363@0 60630

939969%0L Bobgrogom 083l LiyGngdyeol gosboemodgdolisl cgeemlboBobms,
68 g3t 30530600l 3gBogz dgonl 139500 083eErhatogdnemo Lagmbemol eoceo
Bocwo (ob. 00036085 8). oxeadgorals 3oRggbgdgemo 2017 Bgerol, Babo Bgamsb 3gcoatogdoo,
1.5%-00> 30080609, bescram Grbgoracosh 083 16.8%-00 oo Boremasbo 033medol
9.9% Bgocogobo. Bobgoracsh 083mtgdnmo Lagmbamol Boggds datacoare géom-
9600 530030835600 Boge 7g003303Er0633930L Bgdgbocnss gob3atoedgdyemmo. 2014 Bemol
399093, 3013300 3Gbol gonoglnagdel dgregasce, 860336gamwmgbo 3gdathres
083mbrho, oy doGrocooe  gob3atmdgdymo oge LoBmBb3stgdemem  Lagmbemal
033cmérhol BgBpotogdoos, omgdze, 2015-2016 Bewgddo 3oRggbgdgeme owgdaca 3obeos.
byoro dotromao 083cEaotagdmo Lagmbamol Gobgl g96q3m0036g30: Bogormdo (oo



bogommddtmengdhgoe,  dlydyde  oghmImdormgde,  Lodgyéboemem  Lodyoemgdgde
eozobmgdnmo, L3oemgbdol dobgde o  3mb3gbRHEohgde, bogmmdal votgde o
906009360 bobdoebyomdogoe (93mbmdo N dodmbocmgs 2016, 10).
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39630006980boogol Bb3-0b ol gotes, SRS Gogo  Bodotormmgdoos
3600demgBgdol smBmogbgtrs. 2003-2017 BemgdBo 3530033900 olgos 35 365c0g 300680 36
3o6089hGRMB  ©395906g3mo o gombgdo, Gmgmoyes: bogstgm  bagade
©9030300b 30068395, @6Bmagdol B0ty Beopggemmds, LobgemdBooges  goemol
386> © motol  gomoplygds, Goy dagybol 93m6mBozol  860dgbgmmgbice
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The article covers the Georgian economic overview and analysis in the years of 2003-
2017, which is important in order to identify the necessary aspects for country’s economic
development. As a result of global economic challenges and risks it is crucial to create,
maintain and improve stable macroeconomic environment in Georgia. A number of European
countries are facing problems that are associated with macroeconomic parameters such as high
debt level or high debt budget deficits. Depending on the fact that the Georgian economy is
fully integrated into the world economy, the world financial crisis is directly reflected on
Georgia, which implies that the world’s reduced economic growth will result in reduced
demand for Georgian products. The above mentioned situation will cause investors’ caution
and as a result foreign direct investments will be reduced. The goal of the Georgian government
is to reach the high level of economic growth, as it will attract more investments and create new
jobs.

Over the past decade, Georgia’s gross domestic product (GDP) increased on average by
4.2% indicating that the post-revolutionary reforms have played a significant role and therefore
positively reflected on macroeconomic indicators. Due to the fact that the economy of Georgia
is not structurally formed, it is not enought to use only GDP dynamics as an evaluation factor
of the country’s economic situation. Therefore, it is necessary to examine the country’s
condition with the variables such as export income, foreign direct investments, trade, transfers.

In the article we are offering detail analysis of the Georgia’s economic performance
starting from 2003 and identified key challenges that are facing country’s economy. If we
observe the growth rate of Georgia’s gross domestic product (see Figure 1) we will see that
Georgia’s economy grew by 5.3% in 2004-2017 years with the highest increase in 2007
(12.6%) and with the lowest in 2009 (3.7%).

In order to finance investment, Georgia mainly relied on foreign direct investments (FDI)
(see diagram 3). Since 2015, more that 12% of the total investment has been financed through
FDI’s. Despite the fact that the FDI’s have positive tendency on Georgia’s economy it is crucial
to emphasize that the reliance on FDI’s is too risky for the country due to the increased
competition from its neighbour countries. In terms of foreign economic activity, positive trends
have been identified in 2017, which is reflected in a significant reduction in current account
deficit (see Figure 5).

To summarize, we can say that for country’s economic development in addition to the
growth rate of GDP it is crucial to observe other macroeconomic variables. During the years
2003-2017 we have emphasized important implications such as foreign trade deficit, small
amount of country’s savings, increased state debt level, depreciation of national currency,
which significantly damages the country’s economy. Georgia is in a leading position in the
region based on its robust growth rate, however it is still not enough to improve the social
condition of the population. In the article we have presented main driving forces for Georgia’s
economic growth, such as investments, the growth of which is due to the fiscal stability in the
country.

Key words: Economic growth, total domestic product, direct foreign investment, deficit
account.
JEL Codes: 010, 011, 012, 047
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Impact of the Introduction of the Common Treasury Code into

Accounting of Tax Revenues

Mikheil Chikviladze,
Doctoral student Iv. Javakhishvili Thilisi
State University

mikheilchikviladze@gmail com

The more difficult tax compliance is, the greater the risk of tax avoidance and vice
versa. One of the key components to improve tax compliance is a simple tax payment
system. Simplicity of payment is a part of the “doing business” ratings criteria. From
January 2016 Georgia introduced the single treasury code. 101001000 is now the only thing
taxpayers need to know to pay their taxes. This new approach has improved the previous
system of tax revenue accounting and has subsequently influenced many aspects related to
taxes, tax administration and revenue analysis.

Before introducing single treasure code, treasury accounts for paying taxes in Georgia
were detailed and had a breakdown consisting of regions, tax authorities and tax types
(including sub types for each tax, differentiating many types of products and services,
sanctions etc.), creating thousands of possible combinations for generating necessary code.
On the one hand detailed information may seem convenient and useful for tax revenue
analysis purposes, but in fact, without sufficient responsibility and controlling mechanisms
at hand, the data may become unreliable.

From 2016 taxpayers do not spend their valuable time for selecting necessary treasury
code for making tax payments. All responsibility for proper tax revenue distribution comes
on Revenue Service of Georgia. Distribution is done on daily basis and is based on taxpayer
related data, including tax declarations, personal accounting cards for transactions,

registration data etc. Payment of each taxpayer is distributed considering dates of



emergence of all recognized tax liabilities (old liabilities are first covered). Results of
submitted declarations are also enough grounds for automatic offsets among tax types.
These new approach increased possibilities for proper tax revenue allocation not only
among tax types, but also among budgets as well.

Introduction of single treasury code should not be perceived as a simple treasury code
unification process, but as an important step forward and reform, that made tax compliance
simpler and created sufficient grounds for improving tax revenue analysis, tax
administration and tax revenue distribution.

Keywords: Single treasury code, treasury code, tax payment, tax revenues, payment
order.

JEL Codes: H20, H21, H25, H71
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03965900 32 (32 (39 (32 (24 |48 |34 |56 |32 |42 |34 |28
Lodggegemm- | 135 | 12 93 |114 208 [158 [11.8 |[205 |20.7 | 188 | 153 | 7.3
393m Lgobgoro
anéoo 57 |45 |42 |37 |37 |68 |59 |90 |62 |62 |72 |64
obo@Rgbo 1.1 |15 |13 |35 |19 |37 |35 |46 |36 |61 |34 |49
bogoroggemm
http://geostat.ge/?action=page&p_id=427&lang=geo. [dcreme bobgo 26 oo, 2018|.
oboemol  Bo63mgdol o ©odBogdol  1dbbgoemgl  Gggzombo  omgemgde

158939898 Lgsbgonn. 58 9300680 2016 Bermol BrabojygBgdoos, Lbogstoorggememdo
Bonemosbo  BotBmgdnmo  obowmol 52%-8g 8gho Beseomos, 2017 Bgaol 3o 93
80B39693935 Bbmemence 34% Bgocoa0bs. Borcosbo Bot8mgdals Beopggemmds 2017 Bgel,
Bobo Bgemanob geootgdoom, 8 (h-00 ool Bgdgatogdyemo, o33z, gb 3gdatogds LBmegw
158936 geme-898cn bgobgorols Gg30mE8g Beoool. BERIE Ergz0cmBgd30 30 BoBemgdol


http://www.geostat.ge/
http://geostat.ge/cms/site_images/_files/georgian/agriculture/2017%20wlis%20soflis%20meurneoba.pdf
http://geostat.ge/?action=page&p_id=427&lang=geo

domoggemmds  136odgbgmmmeos  Jggemommoa. o  obggg  goboogoemolBobgdgemos
003b0890000b vE03bgol 39693g godmboboemo mbomol Lo 38ome oo dmggemmde.

2016 Bemocob, mboemol  dmbogemel  3603gbgmmmgboce 393306930l doBgBo
Logotanggemmdo 980760 gocmbobol go8mPgbs gobeos. 8o3693gamo Lodotarggemmao
3oérggemoce 2015 Bgemb godmBbros o 2016 Bemol LgBmb3g obogmmge Logotamggemmdo
oboemol dmbogmol s6bgdemo 3emgds godmobgos.?

2019 Egemb, ,0oboemolb 8mbogemol gootBgbol BoLdhednte 3Gmgdho @o0Bym.
39835605 80860 oboemol dmbogemol goothgbol obobogl. mboemol 3Bo68mgdgemos
Sbemzoo30o, bgemalnogemgdol  Bo63mBooggbemgdcmsb gémoc, 200-3og Lmaygemdo,
039689693l mboemols Jmgemol 3globgd 0bagmEds(300L H3nocmme 80563c00l. 3¢rmgE80l
Qotgmmgddo, omboemol  dmgemaol  gggmmoe  g¢oddg, Imbogds  0ggédgérgdaliongals
036mbmIgdol €393m3gbcod(zool gobgge o Lodecm 8bs8-godaohgdoms o 0bggbtocno
136bggemymaze. mboemol  86563mgdgmmas  sbmzoszes sboem  3Gmgdhlb  Lmazemals
Igebgmdal o  go6g8mb o3l LoBobobhrml, LeBgzergemm-3g8m  Ligobgaal
Lbobgem8Boagem 66836931cmals 58060lihEo300l, 90380 ™dE030
300083560390 mdgd0l,  3033060d  ,,0396096mbs” o USAID-ob  dboéroodgoon
obm309emgdl.3

oboemob 8bmogemom 3036als 8mgocon 308mboemgd oo doémn@o oboemol boademé@m
dgbodmmgommogdo

? http://nfa.gov.ge/ge/informacia/aziuri-farosana. [dmemes bobgo 26 8sérgyo, 2018|.
® http://stv.ge/2019/03/01/. [dercnem bobgs 22 Bséagyo, 2018.



http://nfa.gov.ge/ge/informacia/aziuri-farosana
http://stv.ge/2019/03/01/%E1%83%97%E1%83%AE%E1%83%98%E1%83%9A%E1%83%98%E1%83%A1-%E1%83%9B%E1%83%9D%E1%83%A1%E1%83%90%E1%83%95%E1%83%9A%E1%83%98%E1%83%A1-%E1%83%92%E1%83%90%E1%83%93%E1%83%90%E1%83%A0%E1%83%A9%E1%83%94%E1%83%9C/?fbclid=IwAR1lPc0mtDK5mWXFhy7ysj0FmLYCksO69ZDzliR-RY7DBsQUN5V1zYg6CyM

oboemol dbmogemom Bo63mgdal mmoghos cyédgomo, GmBgmo(; bedocmyéoc
96063mgdl 360 d0olb Hmbodrog mbomol gyeml, o3 Abmagemom Botdmgdol 73%-oo.
dbmagemom3o 8gmedg 3mBo(zool 0303906 ohoemos - 42 300 d-oom, o3 8bmazemom
Bo68mgdob 9%-b 3goc0396L.

Gmgmby 09363000 (1) BobL, Lodotmggmmmdo Bot8mgdyemo  mbocemo
dbmogemom Bo&dmgdal 3%-00, o3 d394bobocmgol Lo 38ome Lytomdyemo Bowmbggss, oy
bogotamnggemmb  hgtohmGosl o Bmbobemgmdol  Gomegbmdol  mboemolb  Lbgo
dBo&Imgdgamo g39ybgdol 3oB39693cmgal dggocoorgdo.

0030035 1. gggybgdol Bocmmdtago 3oBggbgdamgde cbommal gyamols Blmogemom Bodmgdado 2017-2018
Bamgdda (soxobo gy [8, 26]

B oxnérgdgoro 360.000
B ogyomoo 42.300

u 50@3 11.000

¥ ,5.3.910.800
L3569 6.300
B lbgs 19.313

| o%géboo&oﬁo 25.000
B bogotorggemm 15.313

1. Logotaggemem dbmogemomdo mboemol Gogom 3gmmbg 3Bo63mgdgmmos myéadgaal,
otyocmoobo o o%géboososob 9990093 9oL 3mbogal Roemy, ©.3.3, gbdsbgmo oo Lbgs

J399bgdo.
bodoém33@mbom3ob ooboq)ob OdeU)é)GO 388(’0[)03@0[) 80@060') 86)(’7)—



gm0 1360336gcmmgobglio  Byostms. Logetromggamml  Lihohobhezob gémgbnemo
LoBLobyEal BobolBoto dmbs3gdgdom, Logotmggemmeob 2018 Bgeml 8oemasboco
99u3mEHetgdyem 0dbo 57 3emb 265 vmolo MGl motgdyemgdol mbocmo.
dorem0boe mboemol gdu3mEhnesb domgdyem8s 393mbogommds cogol 8odLedydl
2014 Bgemb 80obood o 183 3emb 349 sorolio emmoéo dgocgebs. 2018 Bgemb 30, gb

doBggbgdgemo dmemm 10 bemob 3063vgemmdsdo dobodocmyéos http://www.geostat.ge
/ 3encme Babgs 19 Boéayo, 2018)|.

Logotoamnggemmlb  mboemol  Loggudmehm  308&gdal  goqotmmgdal 30630
3mhgb3ooemo ogal. ogommomalismgal, cmboemol Noceglo Lodm8bastrgommm  0odmbyto
3™33060o - Japanese Tokyo Nuts, (3c00c0mdl dmodoml mboemol Lbgo 8086mgdemgde
(006ggoabs oo 933-b gokcod) o Eoabhglglgdymos Jotmnme mbomoo. dlggg,
Lo 3d0mce oos G1lgeol mboemol 30800, HmAgemo(3 Jomosboc mboemol 0d3mexhdgo
©3m 3000987m0. Jobmmme mbomoo Eoebihgéglgdnymoes 93960 3emo  3m33560g00(s,
303608 Bmgngbmo Jobmggmoe 396063g 989603 85806 Logggme 80oBbggl obgmo
d0BgBgd0l  godm, Gmgmozod: (HEWBLIMEBHEGEELomgoal Lodotrm oo ™ o
3oobeol dmydbgemo Loldgds, 30306, GmeglLog cmboemol 3086gLol dmBzgdoobmds
LBy agemol UBEay 36mB3089 008 gocogdyemo (Chavleishvili 2015, 1479-1482).

oboemol boymazo godmoéBgge domoemo  dgbobgolnbotrosbmoom, ™o Bemol
3963ogemmdodo o6 306303L  Lobogmbemm  3oBgqbgdemgol, 3393000  matgdnemgdl,
HEbL3MEHOOgeME0d. mboemol 3eh)©, mogolo g3mbm3dn 3yéo 360dgbgrmmonm o
Logerodmbaber 353068g ymggemBemoyéo Bofe dmmbmgbowob godmdabo&yg,
o 0bhgegbl 0bgq3L.*

Loobhgérglmes Jobonmo mboemol ggudméioe dbmogmmomlb dggybgdel Bobgogom

(ob. @0086030 2). bodoé\m;m@mq)os doéomoQoQ bq)g?)o 6°$U$8°BQ’°Q’° ooboq)ob

* http://agrokavkaz.ge/dargebi/mebageoba/thkhili-kultura-sagarthveloshi-gavrtselebuli-jishebi.html. [deacme Gobgs
19 3o65¢y0, 2018|.



http://www.geostat.ge/
http://agrokavkaz.ge/dargebi/mebageoba/thkhili-kultura-saqarthveloshi-gavrtselebuli-jishebi.html

(ooboemol  gmemol) 3db3mé>(l)o, dqbododoboce,  3gemggobomgel  360dgbgemmgobos

383@868@380)0) 6°$U$0°60 mbn@ob SdeC")é,OO.
©00g6ddd 2. gotrorgmmo bodndaszemoemo mboemal gdl3méhe BbmagemomBe 2018 Bgemb (¢) [11]

2%

| o)demoo 2,476.557
m Gybgoro 1,102.070
= 39635605 1,032,550
B bedbgoro 598.044

H Bgbgore 541.600
4360060 527.575

= (moghygo 493.575

= ygobo 393.000

£ boggerobggoro 351.000
= gL3069000 343.140

H coobothgbo 178.127

doéoo:]@o ooboq)obooo:gob 3603368@003060 boademo’oOm bo%o’ogboo: o(h)de000 - 31%-00b0
Bocmoom, ELgmo - bogdb3m6)¢m 00860b 14%-0560 Boemoom, dgbodg 3mBoznodgo 83630600

- 13%-00>.

bodoémssq:mb bosdb3m6¢m 3mhgbzooemo 33600 3033060[} oboemol Bo%oé%s

bbgs Labeggeme - badgyébgm 3mygeol gdbdeehmeb 3gatgdon, mboewals
gfu3mbhotgds  ypem  Bothogos — 3Gomendes  goodydoggdol oo 3gbobgol
gbeemez00l Bxliho o3g0l 306redqddo, o6 60l Boemogydgdome o 96 Ldatoogds
396L3 39009810 boboygd0 (Botoeatyedg oo bbg., 2015, 5).



936035L006  Loobemmggd o LohGobL3meBHm  303306980L 3963000569308
Gngmby 936m30Lmob, sliggg bbgs 930mbgdmsb, Lodotmggemm 3088acoggme gobowo
beoogemol 3gnEbgmdol gobgomatrgdals o Bmgowac - 936m3Gmendhgdel gdudme el
db6og. Logotrmggemmlb odgl 8Bobon g3mbmB8ozs, 36mBol modgéocmy®o 8o,
dg93069d9mmo  godLotrgdnmmo  gocsbobogde o godobdoggdnme  Logocobisbocm
3mmohozo, o3  gJudmEhombmomgal  bgmmboygégmo  ggoghmbrgdos. ©&3s o
ymgmmobdmdzggemo  oogolyagoemo  Logogerem  Bmbob  3gorobbdgdol  3gcogzoce,
Lodo®mggemmb  g36om 39330650L 30Bo6Bg 3glgamal 30630 3glodemgdcmmdgdo  ogsL
(Kharaishvili, Erkomaishvili, Chavleishvili 2015, 3833).

936 3933060L B93650 g39¢bgde 96006 GmgmE3 mboemal gdudmehemergdo, sliggg
033mEomErgde. 30960006gdmo géagdol mEz60Bo300L Lhodobhenéo 8mbszgdgdel
dobgogoo, 2015-2017 Bemgddo 936930330630 cmboemol 33Lbgocmglo 033mEdHomEo
J39y69000: 0rérgdgoo, Logotrmggamm, 98g6do0yoba, Boemg o 933. 0édgeme Bbmagemom
oboemol  39360L  mogEd, GmgmE)y oogsds 3 - b Bsbl, oyédgoo
9360393306303 30639emmdol  0656B6gdL o>  2015-2017 Bemgdel dmbogdgdem,
Lodyommeo, 92 500b 811 hmbo cmbaemal gdu3mEhL sbmzngemgdl [13].



@oba&)aao 3. 33600 30330630 Soﬁnéaoeqmqm > Gaénﬁao:]e@aqm oboemols 033m600b 30533535@850

19Lbbgaemglo ggL3méEhoméo 939ybgdocoob 2015-2017 Bemgddo ®

100,000.00 ‘f\

50,000.00 L" S
—_—
0.00 +— TS
—
%gp . R Iy m 2015
R & ° T m 2016
6\‘5 &rf)b oo’g o§% “Sb
}g@ & « > 2017
NS go‘b
oyéggoo bogotonggamem | 9Bgédooiobo Bocmg >33
| | 2015 97,635.88 15,907.18 7,305.91 4,472.34 868.484

https://comtrade.un.org/data/. [dememem bobgo 26 3o yo, 2018|.

bogothorggemem mrbocmols gém-gehoa 18bbgaemgbo gdb3emhacmEros g3t 3053060l
d39969380. 2015-2017 Berogdol Besbopygdgdos, y3gmmeBy Bgho eegbewdol  cbagmol
9du3mbo gobbezogames 2016 Bgeml - 20 sovols heobady Bgtho, beserae 8emBeoggben -
2017 Bgeool 8339076000 - 9 vl 341 (-Brog, mocrgBols 54%-00 Bgdgatoces (2018 Bemoals
Benboyggdgd0 96 o6 560l bgemBboBacomdo).

93639330600 ggagbgdl eatool gggamsdy Blbgoemo 033mEdomo  dggybaoo:
39685605 @ ofyoeoos (Kharaishvili E, Chavleishvili M, Natsvaladze M. 2014.28,
|[Tnternational Journal of Social, Management, Economics and Business Engineering, Vol: 8
No: 10, pg. 3259-3263).

s3bmobogg,  Logotrmggammmborgoboy  9365m 39530630 osbogmol  38bbgaemglo
bogdudmbhm  dsB6go  LBmége gb  dggybgdes.  Lsobhgtglms  Lagetomggamels
boggu3mehm dgbodmmgdenmdgiol sbboemgs 98 dgggbgdol 58368y sboemoBobsosgol
39630b0cmc00> obs §39yBgd0, Gerdemgdoyy odeools s 398360530 cvbocmol y3bbgacmgl


https://comtrade.un.org/data/

[13].

@0086030 4. obogmol 033006)@0[) 30533633@330 ogogrmoao nabb30@3b0 Sdeméaoméo d3386330q>05

2015-2017 5@3630 6)]
35,000.00
30,000.00
25,000.00
20,000.00
15,000.00
10,000.00
5,000.00 .
0.00 . L ]
2015 2016 2017

L m36d3m0 30,956.94 25,566.39 26,567.20

u 80@3 4,367.32 6,364.31 7,658.50

bodoémw@m 4,662.87 6,977.32 3,771.54

u 03865003050 3,383.66 3,345.27 3,386.25

L] mn&\dgmo u BOQ)S bodoﬁmSSQm L] 03366003060

https://comtrade.un.org/data/. |[deemem bobgo 26 3o hyo, 2018|.

00536385 4-(006 BB, Gv8 crbocmol gdl3eatools JBothmdem 306 3gbHo odsemsdo
othdgmoo, Logotonggmmm @ Boeng w@osbmmmgbom 0sbsdsto mpgeomdol obaewols
gJu3mepl sbmizogamgdgh, bmmem 38g6do0%oboesb ofsemosdo bo3mgde  obowmo
35000b, 30c06g Logstonggmmsb. sbbodbagos obogy, Gmd 2017 Bganl, Bobs Bgemonsh
Jgeo6rgdom, Lsgotmggamemsb mbomol guBmehoe odemosdo momgdol meéLge ool
gBpotogdnmo, Gy 333mBagm0s SGTbermme Lognoteg gdbmhol, sGodge
Beogococ Lago®onggmmdo BotBmgdmmo mbagmol epgnancmdols 3gdo6gdom.

3968560530 mboemols 73bbgomglio 033mEhomo gagybgdas: cMEBgmo, ofhomos,
bogotorggemm > 9Bgds0ysbo. Gmgmby ©0o30e8s 4 330Bggbgdl, omtgdgmo 93
308568q;, obgzg Gmamy ohsmosdo, 13063BH™ ogEos. Lsdnsmmo 3ol
3968560080 39 500l 393 (b crbacmo godal.


https://comtrade.un.org/data/

06 gdgombo 0 ohomeolmob dgothgdem, (3bood, 39860l dgrotgdem 3oy
Bocmlb ogemmdgh Logotroggemm oo 98g6don3oboa. Logdetromggemmd 2015 Bgemb 3963560530
5 200l 624 (-39 gho mboemob gdu3mE e gobobmezogeme, 2016 Egemb gl 3oBg9bgdgemo
Bobo Bgemeob dgooérgdom 23%-00 goodoteod o 6 vmol 922 ¢ 3gocgobs. 2017 Bgemb 30
333992600, 2 00b 745 (hmbodrog 393306000, o3 2016 Bgemmob 3gwotrgdom, 60%-0560
3emgdos (Kharaishvili E, Erkomaishvili G, Chavleishvili M. 2015 || International Journal of
Social, Behavioral, Educational, Economic, Business and Industrial Engineering, Vol:9,

No:11, pg. 3833-3837).

@ooaﬁmao 5. oboemal 033m6>00b 30533536@330 agéaasooao nabbso@:]lm sdb&né@oméo d3385330b 3036
2015-2017 BemgdBo (4)

45,000.00
40,000.00
35,000.00
30,000.00
25,000.00
20,000.00
15,000.00
10,000.00
5,000.00
0.00
2015 2016 2017
B oonéodgore 42,228.16 35,733.00 40,216.59
B o¢hoemos 12,847.39 15,032.05 17,446.72
bogotmggemm 5,624.30 6,922.11 2,745.78
5893003060 3,471.19 3,489.15 4,422.96

| oo'aédgooo B ohoemod bodoé)mggqmv 08066003050

https://comtrade.un.org/data/. |[deemem bobgo 26 3o hyo, 2018|.

sBoemoBo  330P39bgdl, Gm mbomol 78lbgocmgh  Logdbdmehe o898y
bagotrorggmmls dathaonscon 3006 3Egbgd00: coxEdgmo, Boamg, 9893303360 @3 oysemos.
850> Beotol (3bocooo, GmB afyoemaobs @ Boo Yo odgmaboongol 306 39Egbz00l
356930l Logotorggrmm 396 3gdamqdh.  Gmgmby BotBmgiobs o gdbleerhel
Boopggemesdol, sbggg 8o Bogé  Botdmgdnmmo  mboewol  Bseemo  botabbaosh
35808c00636hg.


https://comtrade.un.org/data/

bogotonggemmb 30639696 boc0sbmdals o  g3¢om3og3060l  d8063g
LogdL3méen  Bgbodemgdemmdgdol  sbsemaBolivsangol, gého-gémo  8603369cmmgobo
35R39693gemos mbomol 030Lgdel gam&datrgde. LogoGmggamm mbomal Boedmgdabs oo
9JL3medol Bbérog 306 3mE96¢h NG00k LEmE g Bo68mgdal odocmo ogolino dgodemgds
ogomb, Gogob mbomol botalboms o Ltobrotgdemob dglodsdobmaal dbéag, ob Lbgo
30631696¢) §394bgoL Lo3domeo RodmEhgds. gl 30blo3ymagdoo dggbgde ogomosbe o
06 dgol, GmBgmms  go8meosbgol 339z,  Bggbo  d3gybol  3063396gbihgdoce
93650 3933060L 8000306 083MEBHEMENS” 88063 bmmmme 98g6do0oyobe o Roemg
dgodemgds  Bogmgommmm.  goghml  dmbozgdgdom, ohommos o 3968060  mboml
Lbogotranggemmeob o 9396850%9600096, gogdh™mdag9, 9ercmbont agolsw dgolyocnsh,
35306 BmqLo3 othoemool Boge Boemgosb 3glyonemo cmboemol 3ol bodotarggmmmesb
033mEHobgdnmo  mboemol  o3obl  Lodnomme  67%-000  0mgdohgde.  3gLodedaboce,
Gmgmery Bo68mgdol  dmgnemmdem, olggg 936m3933060L 39469830  Lood3meErdm
30Lgd0m, Logotmggamml Ggoeme 36376 gbhoE 8396Hdoa3bo 3393em0bgds.

Lbogotrarggemmb 3gndmos 9896350396l 300637696300 goyBomb Botr8mgdal cosdoemo
ogobom, 6ogob omo Bemol  8mbogdgdecs  (2007-2016 66.),  Logoearggemmdo
3960680Lomgol mbaemol LetrgommaBszom Ledygoemm ogobo - 33. 2,08 M0, beremm
089630030630 - 2, 261 EmEE0.5 0930, gb P30GoRglmds o6 603bogl 0dol, &I
Jotrommo mboemo g36m 3933060l 3580689 Fbmemme 8olo sdoemo o3oliol godm
3%04ogdo.  93m 3033060l d308Golbomgol  gobymgbomme  3Gmeongzed b
5380gmogoemgdoglb botalbal, 136gdemmdabs oo bbgs dmambmgbgal.

oboemol 30860l sbsemeBol dgeoggece, dglodemgdgamos 3ggoogsbmor  Jotornemo
oboemol Gmgmey demogto oo bybho Bbotggde, olggg Bolo dgbodemgdemmdgde oo
3963L0836m0 Bmbommbgemo boggGobggdo:

® http://www.fao.org/prices/en/. [deaemen bobgs 27 8o, 2018|.



http://www.fao.org/prices/en/

S dmogéo aboéggbo

e oboemob 3mb3nEgbinemo (odsemo)

%obo

bgemboyérgemo 3ogdoérgmds-doge
Bepgol 9306380 yggemodg
Igbooggéalio Bgz0mbo mbaemals
Bo63mgdolongals

omboemob 3‘3@00306360[}
86030@6@(\03060 660@0300

W Lybho aboéggbo

350535353930b 02068gc0toe039
hagorapmzgogdol gmcgbol

b0 3emgomod

Bendggemgdyco Bebymdacmadgdo
83069 36mondhonenmds (cbogmol
Beoliogamoobonds b 38smeo
RoBoo6aBgdo Blemazemacs
Beoliogamoobmdol bsdyoene
8oBgg6939cob)

03500 batolbo, s6olitysdocmyo
B0Boocogde, 6330980 (36mBoEmBd
8036coc0gdgemns B30t Gomeogbmds
©3630b gobgomatogdabiorgals agoseo
3930¢hocmob Lodgatog




O 3qlodemgdemmaegdo
3380’)[503@0[) 86)@0 Goéamgbobo o

bo&obbob bogombgb%a 50006353@0
06)3606636015 bo330@360m
Bo6dmgdols 36 00b 30860
boocoogol 603000308(4)350[)
030QQ)360

3%06@0 80’)00[')00360 doém{]@
omboemdg bogémoaméobm
05365930lig06

bogémoamé)obm Lo Bmsqmd)ém
bogoéamgbob 3ooooboo36.> ooon)?)g
03363363000 mosoaaéma@mbo
36meeyg300L oo 6)000@36006000
606)3003?)0[)/ 3080@3ob 30860
oé:bgbn@o méabéogo bo3o$<¢>m
58@33363@36360 bb3o@obb3o
fj333060b0006

T boogémbggbo

o 30636060 mbormol 3386l
oyl > Bggbo  IgBeademol-
ohggenols Bbcrocoob

o 306376961305 Ubgo d3946gd0l
8b6r00096,EmBemgdliogy Aggdamosos
obocpdy yopter 3mbanégbe -
16560560 ogoliol cooBgbigdo

o momdsemné 3:86ga8y  dgebygol
bgoldgBBangama dstagegdo

023360 oo Bobocoocegdgee




Lodotroggemmdo, 36035cmbemash 3emdyéoms dméral, mboemolb Bo&3mgdalo oo
9gu3mEHetgdol  domomo  3mbgbooemo  96LgdmdL.  dggybol  8Eogoem  3yobgdo
396936030  306rmdgde bgeml 1Bymdl  Bomombotolbosbe o  3mb3nE96HMBG0s6e
obomal Bo6r8mgdol.

0L60dbogos obog, B™3 dEgOEMEMNg d5856Bg botalbosbo mboemol wgogazodo
d906036gds.  doybgoogoe  bgamboygégmo  dnbgdago  3otmdgdals, Logeéoggememdo
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Georgia is a traditional producer country of hazelnuts. The advantages of Georgian
hazelnut are: Favorable location in the Black Sea Region and low producers’ costs, but lack
of modern technologies, low productivity and quality incompliance with international
standards, can be considered as the main disadvantages of Georgian hazelnut. Climate
conditions of our country provide good possibilities for hazelnut production. In Georgia,
during the 2006-2017 years, almost 28 thousand tons of hazelnuts were produced on
average. In the 2016-2017 season, hazelnut production was obviously reduced, which is
connected with the appearance of Asian pest in the country. In the 2017-2018 season,
world hazelnut kernel basis production accounted for 490,000 metric tones. Turkey is the
leading producing country, adding up to 73% of the world share, followed by Italy,
Azerbaijan and Georgia with 9, 5 and 3% respectively. Georgia is one of the biggest
exporter countries in the EU market. The largest amount of Georgian hazelnut is exported
to Germany and Italy. The main suppliers in these countries and therefore, competitors of
Georgia, are: Turkey, Azerbaijan and Italy. Hazelnut selling average price for entrepreneurs
in Georgia is lower than in competitive countries, but only a low price of Georgian
hazelnut can’t be a guarantee of entry into the EU market. Products should satisfy the
requirements of food safety, be consistent with the standards and be quality. First of all,
Georgian hazelnut must be able to satisfy the above-mentioned requirements. Despite the
fact, that Georgia currently is not a big player in the global hazelnut industry, it has a high
potential to be one of the leader exporters.

Keywords: Georgian hazelnut, hazelnut production, hazelnut exports to the EU, hazelnut

world market, competition in hazelnut market.
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298].  Logommm godéamdol dobganmotrgdgmoe  Lodobommgdtoge oghgdecest Bggb
396g0boemogen  3980gal:  Logotamggmmmb  306mbo 3Gmeygdhel LogGmbmgdabs oo
oogobyogomo d08mg3930L 3mgqbo (2012); bogotarggemml 3°6mbo
bnéLoomal/zbmggemal Lo 3ggdel 13bgdemmdal, gg9¢génbotanls o d39botgms oo(330L
3mgdlo (2012); ¢hgdbognéo Ggammodgbho  Logsemm 3ogermdsdo  onogebmgdgemo
36m0o7gi300L FoBmgdals o Bgoemadoz0olb dogngbyo Bgligdo.

Logdotanggemmb  306mbo - 3Gmeydhob yLogGmbmgdobs o mogelyogomme
308m3930L 3m@gdLo & 3gemEgde LodgBoédgm Logdaobmdal yggems Laggémdg o 8o
Imbol,  Logoemm  gogeomdodqs,  €ogob  3mdbdotrgdmmgdedrg  3Gmendhgdo,
doomoo, LBmEgre Logoemm  godémdal  mdogdhgdel 89d3gmdom  cosaygobgde.
Logoemem 3od6mdodn odg99memds 3g300m89385 3gademgds 3Gmeyghe dmbdoérgdaliorgal



139630bo gobomb 96 Boobo Booygbmb gocrgdml. s8ogm8 3060630 bodgolidnmos, Gmd
39gbob 3085600: 5280060l Lo(zem(zbemol, 9636 0gemmdal, Lo 3emégdals o gotrgdml
o330 [16, 8gbemo 1, 3ybdtho o). gL 30 Boombggo 03 dgdmbgggedo, ooy BoBo6dg
3%6mogbegds  loggbmbm  3Gmeydho [16, gbewo 1, 3ybdho 3], GmBgembo
Im8bIotrgdgaml  Logoemem  godmds  oBgol.  3Gmydhol  yboggEobmgdal
136mbggemymaze  yggmmo  308bglm3gEotmenl, 8oor BmEal  Logoemm  godEmdals,
Ingoemgmdos. 3Gmendhol yboagembmgdol 1B36Mbggmmymagolomob géhmo, 3mrgduo
ggéocomgdol  03sbgommgdl  go8yoeggemol  Boges  3mBbIsergdemol  0boymEdatrgdals
39y gdodg, 3Gm@Eyhol Lot mbmgdslmsb wo393306hg30m [16, Bgbemo 13,
3769gtho 6] o ImBbotrgdemols ya3emgdsdy L.oo0(339L mog0lo Ygemgdgde Lobodstarenmao
96 393530l Lobgem8Boaym MErgobmdn 306mb3gdemmdals 3gbododaboc [16, 3bemo 13,
396dthe  7]. oondpe, LodByboteme, Logdotmggmmmdn §96396Hmdam g9 dmbgebeos
dn8b3oérgdgemms o3emgdgdel o330L 3globgd 306mbob ©8mg8ggos, Boybgrogew 08abo,
€08 396mb3Gmgdhe [17] 3Boc 960l 1339 698096039 Egemoo.

bogoemm  godeamdal  gobg0000690589  3603369cmmgobo  gogamgbol  8mbogbo
dgydemod  Logobroggemml  306mbl - Lnebomoal/zbmggemol Lo 33980L  33698cmmdal,
39()9606o60als o Ji3gbotrgms ogel  3mmgqdLo, GmBgmmoy 3o63oehogL  Logomm
3946m30l, Logommm godemdal 3nbgholo o Lodmemmmem dmBbaotrgdamol (3693980l o6LL
[19, 3bemo 2, dggdnbdhgdo ., 3!, 32 ]. 8m8bdotrgdgemos ogemgdgdal cod(33930 acoo
Gooemol  3gbémmmgds  Igydemos  Lobgem8Boggem  3mbhmml 6033 3Bmydhob
bogEmbmgdal IGBED3930 808b6gLm3geotmegde bod go8mogemabmb. 396mbo swggbL
03 36m(39Lol 3gbododol (hgea8obl, NBmgdl  8o3gemggoemdsl o gobdséhogh 3o,
Gmgmey Lyebocal/sbeaggemol bozggdel, 3oldo go8mboygbgdemo g6 3nogbocmo
6980L3ogr0 bogmngérgdal, Lnelocmemob/3bmggemol Lo 3398006 9393306980 ¢Hotobo
> Igloggymn Boboemol . . . 3gbobgd  Bmbo3gdgdol o 0bggmEdool oggbol
Iglodemgdemmdol dsmn Botadmgdal, goedydoggdolbs o obh®odyizool gho39d3g (19,



Bybcmo 12, 396t F 1. (3bowos, 8033cmgg000md0l gobbezogagdel dgbsdamgdcmemds
g3gems  0869Ueo3gohmel 3960060l ooy330L396  7Bodagdl, Gmd  LiobgemdBocyes
3096 eremols gobba30gegdolisl 56 5e8cBgL s6sbobsdagemem bogsz0sdo.
36oondhob  botolbol  g6oBrbgdodo o Gmmb  sbitymgdl  bopgseme
3946mdol mdogdho, by ol ogoc0/dghemds, Loy Ly®lomob Bowmgds, 3gbobgs,

ImdBocogds o Bgommadood bméogemgds [20, 3ybemo 2, 3nbdho ]  (hgdbognéo
693003960 - Logoemm godermdode  ooyozalimgdgemo 36meygzool 8oBmegdobs o
€gommodogool  3ogogbn®o Bglgdo  Logommm  3odémdol mdagdhl  vgoemgdnmgdl
36mEyghob 3gbobsobo 306mdgdal oo330L. M 3ndgbhde booggoBos, GmA ,Lyelsmal
€95em08o300L mommgnemmo bobol 36myddhoborgol 1bws 0dbgl 336nbggemymazacmo
3Bo6Imgdmol  dogés  oggbommo  (hgd3gEotnéymme  €ggedal, (Hgboobmdabs oo
3obomgdal 306039hergd0” [19, 396dho 2].

Logoemem  gogeemdodo  oyagobmgdgemoe  3Gmeygzool  BoBmcogdols oo
€95em0Bo300L 303096960 306mdgdal o Bgligdol Iglobgd hgdbognto E93emodgbho,
dgodmmgds  0oggol, @3  Logoemme  dmgodtrglongal  ghmggate  330d33emggos
36meondiol dgbobgols o Ggoemodoool 36m3gbda. 8oLdo goBgénmo Bmmbmgbgdol
300gomolBobgds  1BEYbggemymagl  3Gmygdhol  botolbol  3gboBybgdol oo
In8bIotrgdgmmoms  nogemgdgdel  o330L.  (hggdboznde  Egamedgbhol  oboGogdo,
Logodéom  0bggbhotrols  Egisbgol  Bglls o  ™mdogdhgdel bobogyotgem  Egg0dL
396LoBmg&ogl.

h®083alb gogemgbo Logoemm go4emdal gobgomotagdody.  Logoemm godémadal
3963000693089 06Lgd0m0 boloscal gogemgbol dmbeogbs 3gndmmoas gggysbsedo s&lgdyem
3eoemoh0 36 Lodgogesl. 96obiodocmnéo dogmBotgmds ysbmgm dnelihgdl ©306g3L,
6ol go8m(3 300 HomEYbMdS 33390600 J306gdd. 93000 Logommm godemds doemask
Botommegde 08 393mbgggodoy 30, Gmpze LadoGoggemmdo domo Lhndemdal doBgdo
dm30bgo o6 960l



q)q)gb bodoém33@m30 33@0685000 b(i)oboq)né)o 300@0003’3(4)0 l’003°8°°°'
bao@ma,bogémoaméobm 3080600(4)32)0[) 6)000@860080 806368380@“3 086@060, 6)03

Logoemm godermdol gobgomotrgdodg mogdomow sobobgds. 2015 Bgeml  Logocmggemmb
6 305 635 bogermsdmeoles 8emgdoyo gbyyd6e, 2016 Bgerols - 6 719 975, 2017 Bgerols - 7
902 509, beoemm 2018 Bgemb - 30 8 679 544 [21]. Log&omodmEobe dmgdonégdal
Gomgbmdal  dlgmo Béal 306mdgddo, (sboos, Logsmmm godémdal gobgomotrgdal
Iglodmmgdemmdgde  08égds, o3, LogEmodmealies  BmgBonegdel  Lmdemdal
30860l306 o3m 30gdnemgdam, Looemm gogermdal Lbgocolbgs hodol  mdagdhda
Logoeme bogdmbgamdenbgol ool goblbgoggdyeme gbsdemgdemmdgdn 0ddbgds. dahmd,
Lobyérggemos, (yéobime Eggz0mbgdde sGlgdymeo  Logsmmme 8mgoseg mdaogdhgdel
3969396980 96 olobo, GmBmgdoy (30em™dgh  3o30hommo  Logoemm  godérmdsdo
©o006mb, h160880b gobg0cmegdal (96096309880 965339 bgb.

Botyobrgdnemo 33em939300006 [21] 06533930, 68 dememm Bemgddo LogermsdmEoben
Imgdoyégde LodoGmggamml, 1dghgl 398mbgggedn, oliggbgdol, gotmmdabs oo
6936953006 30B6oor  LihnB8Ermdgb  (31-43%). 360dgbgemmgobos 03  goBohmErgdal
EomEgbmdo, Gm3mgdoy  J39ydbodn  3gzmdtgdal/bocgboggdol Bmbsbobymgdmmoce
dg0moob  (22-24%).  Jpotrge  Jm3obgoliongol  Lodotsarggemmdo  3gdmbyemo
Log&0r08mEraler dmgBonégdol Gomegbmds o 2015-2018 Eemgaddo Log&orsdmesalie
ImgBonergdal Logeom BromEgbmdal 10%-b o6 omgdohgds. 3bowos, o7 bogémsdmEobm
dngdoyérgdal g3gyobodo Lihndtmdal 808obo oliggbgds o ormmdsd o 96 dm3abgo,
3opoBogdal goblboon 3ghelidgho ,goho3gde” 96 0dbgde LEBmE o, sé30y dmEgymm
396L3ggdhogoda, Iglodamgdgamos,  Potaymagomocedy  volsbmlb  8vcmo  Lagdasbmdal
3oP39693mgddg. 98 (hodob Hnealhgdolorgol 1n39mglos byggbotgdoe swgeemmdtage
Bo6dmgdol  6oB63ol  Bgonogodgds.  Lopgsemm  gogemdol  domogoto  Lodybogo o3

398mbgggodo 16> oyol batholbBq Bembgs s 3gebmboemyeo rBlisbygdol wmbol

oaoQQSBo.



Log&0r98mEler Imgdonégdn, doGomoace, mdacmobls (50%) o dse3L (30%)
LBEMIgh [21]. demdom, LBmEg, 9856 gobodotrmds, 3o 339nmmbocmoco, ol agodgpe,
603 Logommm godemds, yggemedg 3ghowm, 93 dommodqddos gobgomstgdnmo. dmenm
Bemgddo mdoemoldo goblboemo 8oL3hodyén Logodtrm (396hEgde (dacmabo dmemo, ol
gmobmo, gommgbgo mdaemalo) Loy3gomglm swgomos Hnéabhgdobogel s6e8obhm
dm30bgol gyombom, 96089 gotmmdols o lggbgdel mgombed&obomy;. lbgoma
Logodeam 39606980 byam 3eagyo bbob 606 50018303 300blbs (300980 Bememo, dghEmbomo
dod0), €3, Bggbo 98600, 306 339mmBomoce, (hGolhgdol Gomepgbmdal Béooloob
5650l o0 3933069 mo.

bogoemm  godeomdol  8ogéhr  Logeomodmealien  BmgBoyérgddg  goyoceywmmo
36myg3e0l bhGndhnee 800 gorbogne 330360emgdslo o 3bmgegdol mbgdyg; &0l
©o3m30go7mo. Gmgmes3 Bgbo, Lbgorolbgs gérmgbgdol, gamagools o (3bmgégdal
mbol 503006980l di3930 308068 306Lbgoggdyemos. 93ahmd, Lobyggmos, Loygoemm
™d0gdhgdol Boger 93 0bazmEBo300l Gemmdsy. GmgmE 0633930, LodoGomggemml
doemm  3g6omedo, 3306otgloe, 898mdgmo  d39ybgdecesh, - 98g&dv03obocob,
Len8bgorocob, G1lgmob o Medgmasb, -LEndemdgh. 35Leob, LogeHmsdmealm
Ingdoyegdol Gomgbmds, 13960L369mmo mmbo Bemal g068ogem™dada, Lsdocmyéoc
dbmemme Eylgmoob 0Bbgds. Go3 dggbgds LmBbgmoob o 98gEdo03obacob
399mbyem 8mgBoneagdl, 3smo Gomgbmds bob 0Bégde s bob d3atcogde. o33, 2015-
2016 Bemgddo Logotroggemmdo yggemodg dgho Gomgbmdal dmgBoyéo Lmdbgmacosh
399mg0co, 2017-2018 Bemgddo 30 9896d0%960c06 [21].

3030d6mdom, Log&orodmeralie ImgBonégdols 93946900l dobgcogoon
LyGndBhnEotgdalb  (3mcebo bogoemme  8mgosergqal  oghBotgds, 8o dogés
Logotonome,  dgbodgbo  36meydhgdel  sbmEhodgbhol  3GmgbmBotrgdeda.
360336gcmmgobos  obog, Gmd  Logsemm  god6rmdsd  3gdemmb  Logeorsdmealie
Ingdo7egddn ogommmdEago Bo68mgdol 3Gmndhgdel yogol ULyégoemal goBgbo.



bogotanggemmborgol  Bo33980060  0dbgds, Gmgd  sbmgem  (hyéolhgddy  Logocmm
394603030, 7306ohgboe, 083mE e 3GmEndhgdl goyowosb. olge 393mbgggedo,
960330l 356300056980b bgemdgBymdoom, 39406 o Lotrggdgaml g9 bobagl.

065303960 gmaMogomo > g3mbmBogn@o 306g3m-bogoemm godémdal
328mdéog3909mmo. Logommm gogtrmdol gobgomotgdody o gogemgbol gdmgéogeyemm
3969830 8030bokg (33emoemgdgde obrgbl. 03 Loggéml L3gizosmmalgors bsBocmo
borgemol, ™8 Lodotrmggmmmdo gdmagtogoymo 36080l0d, Eogdb ,8mbsbemgmdals
dbigeo adomo d1bgdcngo Bohgde, BrmgmEro300 3mbihloddmoms bodotmggmmman, sl o6
3gmboo Bmgemo obhmEnol 3obdomdg. onbgogoe 86ogomma  g308s6ocgnegdgemoe
393mbgg0Lo, Imdoemdol Emby o ¥16gdcrnge dothgds ymggemmgal 1BGNbggmmymas
dcbobemgmdal  googommgdnem  33emog6063mgdsl,  Gmeglsy  dgoemgdol  oromde
Gogbmdtrogoe  9gdohgds  Bmdemgdol  comdsl.  3mblsddmoms  Logetrarggemmdo
Logigoges  3o6obocmyoc dgoigomme. 330mmgdol momds 33mdemgdol cromdoliorsh
dgootrgdom bojzemgde 0dogde“ [bdsemodg 6. 2018, 512]. obgor 306mdgdd0, Logocmm
3946030l 3063006980l dgbodmmgdemmdgde  3gd30eagdymmos.  (3bood,  Lodocmm
3946030l o g8mageogoyem go6rglml a3odhmEgdl ImEol ™mEb&ogo 3933060
06lgdmAL. 06080t gImgeoggaymmo  gotgdml  33emoemgdgde  gobodetmdgdl
33em0cmgdgdl  Logoemme 8mgodtrgos LogBoobmdade, o6o8ge Logdsemm  godémaal,
Gngmt3 80869Lol ghm-gbrmn gmE8al, 306g0006gd0l Embgy  sbrgbl gogemgbol
©gdmgcogoym 3o698mBg, 0b393L dgdem 96 Potymazaer dgérgdl dmbobemgmdal
30o00b BomEgbmdabo o bt dhne 30, myobgdol Homegbmdsls o 398mbogemgado,
3be36930L mbgo, ogo0odn [8mgdéndgoemo d. 2003. 53].

©gdmgogoymo  goglml  3oBggbgdemgdecsb  Logsemm  godEmdals
39630000693089 303emgbol, 3otz G0gdo, Imbobemgmdol GHomgbmdol 0bodo 3o
obgbl, ®ogob 930m 8mbotrgdgmmms  EOmEbmds  o3gemgde.  dmbsbemgmdal
€omEgbmdol 3¢d oy 3933060905, mogol Fbog, OBmogdemos  Emgme;



3eodooemdols s boggmoemosbmdol 85Bgg6gemgddy, sbggg Bogtspzonm 36 mizgbgddy. gb
8oBggbgdemgdo 336530tadgdl  Besbisbewgedol Lgbederog-sbo3mdeoge LiGngdhneob,
coobgdol gBooggbemedol Bggemsl o 980l Bobgrogom, 3Gewdhgddy dembmgbol
396Ubgoggdnem Lh®ndhyob. sb0dBmol 3gwmgaece, Logoemm godemdsl Bmgogthomo
36eoEndhorn  3986mdol  IgBogmdo  gobgomatagdol  dgbodmmgdemeds  gdamgse,
Bogogthool Bobgogoo 30, dgogéibgdol Locgembg BotBmgddBgds. Lagothorggamendo,
doodoemdobo @0 Uozgeoommosboodols  BoBggbgdemgdol  Bobgogom, omgh  Sbgos
BogemBatrgmdss: 2010 Bgaml o0doces 55,2 sosbio 353330, gotrsoigoms - 51,1 semobo;
2015 Bgeml oo0docd 59,2 sonobo, gotosagocms 49,1 saxolo; 2016 Bgab, Bobo Bgaorsh
39006300, ©IVIEGPYMS Gocwghemds 3gBehos ©> 3ga0bs 56,6 smdbo 3530,
3GEO3mOmmms Gompgbrds 30 go08oGos 50,8 smobodog; 2017 Bmoborgol 3093
nogtoen 98306 Gmam); b, sggy 3oGEO3GMOmmS GomEgbmds o
39500306, IgbodeBoboco, 53,3 s 47,8 somsbo oo [13, 14]. Bgoem dogdgoms Eocmgbesdol
3983069800 B0800bo6g 3gromoBo Botrormogds 98 LgadgbhBy 873539 BocsBogio,
88035t 3g6romoBo 30 3edengdgde 3ggddbgdom Lbgs sbszmdoge $amagbobiorgel
(BoBotoogo,  m0bgosgtogdo) oot  3Gmgdhgdom  Logsmme  8mgadey
boBoBegdlog.

Googemdyy Lhopobiogol  gébmgbyemo  boBlsbyol  8mboggdgdoesh o6 33935,
bogotonggemmdo, dmeme o BgmoBowdo, Swbobmgmdol  dmBgdtogo  Bopgde
35809033905, 8536958 Besliobewgedol Gommgbeds o6 geBEHomS. sbg, B3gomomm,
2015 Bgewb dybgdGogds  Bopygded 20,1 oowbo oo Bgoogebs. o8  ogoghol
35735m0lBobgd0cs, 2016 Bemols EobisByolBo d3gy6ado Bembiobewgedol Goegbeodol
1605 Bogebos 3 732,0 sorobio gogabongol, Ggocmyow 30 Fbesemmce 3 728,6 sowsbo 3030
oy, 853boesdy, LogoorggmmmBo gotagBogtoponeme 3Gmigbgde aGdgmogds. gb
0ol Gogds 2017 Bemob Bmboggdgdomay. 2016 Bmob 396q3eogo Bophgdol (5,8 samsbo)
3503500b806g300>, 2017 Bemol eobisByobobiongol, bagotroggemml Bobisbmgadsl 16



399003060 3 734,4 s0o0bo 30330 @O 960 3 726,2 dsovobo. gotglogszonmoe 36m(3qLgdo,
Logoemm g0d6mdodg 8mgdgrgdel mgoembodolioom, 3oemboboc, yofymagomoe 396
dg30legde.  Bo6rm0em0d, dmbobemgmdol Gomegbmdol dgdi306980m, Lbgo 00bodoes
306509330, Jmmbmghbs J30egds, Bo3 Logoemm godermdol 30630006930l v0396bgals,
dogod gotrgldogoponm 3Gmi3glgdl, ndohgb d98;mbggaedn, ok Lroggl g3gyobode
gremoo 3Bogboemgdol dgdmligems, o3 dmbobemgmdal dmambmgbol B3écool o Lvgsemm
394603 96 Boommeogdo.

3065 39(h0bg0L 93mbmBo 3960 30698m(3 oo gogemghol dsbrgbl Logoemm godermdals
396300006g3089,  ©ogob  Imbobemgmdol  8yaggmmmdomnbotnsbmds s  bayocoo
36mEygdhgool Lheygdhnee ndnomm 393306800 3om 3gdmbogemgals o (3bmgégdals
mbgloroh. 98  8btog, Logotrmggmmdo, gl  9&lgdymmoe,  dogmBatrgmds
085 380ymagoemgdemoe  ggé Boomgemgds doybgooge 0dobs, 6m8 dmbsbemgmdal
3g3mbogmmgdo 0B6cogdo. Bmbobemgmdol Ledygoemmomgoyo 393mbogemgdal ebsdo o
doemm Bemgddo goBmoyyégds obg: 2014 6gemo-239,2 mmoto; 2015 Bgemo-250,4 cnoto;
2016 B9em0-268,5; 2017 69m0-272,7 cmoo [13, 14]. dmbobemgmdol 398mbogemgddo
do6r0005000 a0 398mbogamgdas, Golo Gomgbmdsy 9¢badbyem Bemgddo dgo(3gocme
sbg: 2014 Bgemo-214,2 cmo0; 2015 Bgemo-227,1 mobro; 2016 Bgawo-247,8 emotoo; 2017
B9m0-252,5 cmoo [13, 14]. 3mbobemgmdol 3gdmbogemgdol 98 1360dgbgemem ool 0b
obemeoo ool gonogolynégde (2014 Bgemb 1 933 commoto mots  1,77emoo, 2017
Bgemb 30 2,51 cmo60), 60353 0goligdobo o Lootlgdm 8060dy8ol s godmabgos. olyg,
3ogomomoce, 2015 Bgemb Lootligdem 30badnde 154, 5 cwoto oym, 2017 Bgemb 30 170,8
o0 [15]. o3ohmd, bocmbol (3bmgégdol ombg o6 3gi33emommd o, ggogdhmdc0goc,
03039 6B, dmbisbemgmdal Lo 38om Gomgbmds adymgdyemos cogolo 3g8mbogemgdals
oo boBoemo 30639emo0 dmmbmgboemgdel 36meyghgdel 3gdgbol 8mobdotmb. sbgon
306mdgdd0 doGromse dmbotrgdol 3Bmeygdhgdel Ggommodogool Igbodemgdemmdgde



08600900 o 93 3GmEYJhgdoc Looemm godemdsly 3obgomotgdal dghe 396L3gdhegs
gab.
20336930 o> Baboogdgde 3535LoEs8Y, oL 3360l Loboo, ¥Bros 0orggal, 6HmB:

V' omgoboogol bogocmm 3odérmds, o 3603369emmgeb Gmeb sbtyemgdl
bodotroggemmb dmbobemgmdal (3bmgégdsde. géme dbéag, dobo 393ggmdac
dn8b3o6rgdmodeg o0ygobgds Boborgol oy30emgdgemoe 36meoydi30ol coocoo
6oBocmo. gmerg Bbag, Lszoemm 3086mdd 8mbobemgmdol cooliogdgdols oo
3om0 g 393mbogamgdal 360336g9cmmgobo Bystms;

V' Logobroggemmdo, Logoemm  godmdol  gobgomotrgdody  360336g9cmmgob
393emgbol  obogbl  gotg8o639thebnemo  306g8mb  olgmo  ggodhmégde,
Gmgmbood: 3o né-bodotmmgdtogn,  g8mgogonmoe o
93680 360 36m(39Lgd0. dberemmco, domo 893030960l
3omgomolBobgdoc  Jgndoggdnemo,  Fo39tobanmme  Leohggeol
306390305 3gbodemgdgemo Losemme dmgogrg LoBoer8mgdol bogdosbmdals
9539Jheoboco Bo63oE0g0;

Vo bogoemm  godéomdol  LoBooemgdbog  BobBmgado  dmbogiggece,
odmy300090gemo 306300006930l 388G o8getd  Lagoearggemedo,
360336gemmgobo Lodndom Rodotd. 3g9ysbodo 3086glol otrggdal, 8om
b0l Logommm 3og6mdal, d98cogmB8o gobgomotgdolbs o dmbobemgmdal
1369390 byélomom 3B6MEggemymazolbocmgol Bomgdnmos o dmddgogdl
bm&ohoyemo odhgdo, o3 gbdondgds o 0035cmabBabgdl g3erm3oliorob
bogotanggemmb sbmzoégdol bgemdg36memgdol [17] 8mmbmgbgdl.  ondpse,
LoBydom 396 o6  ELGYMmgdymmo. 3ol oboolhgdemor 080l
06033603 Lo38060l0d, B™B 96 300093 6 dmgdgogdyeme EEMMYdem
dgBggdnemo Logotrmggemml 306mbo 8mdbdotrgdgemasd ya3emgdgdol o330l
dglobgd  Boybgoogoce 080bo, BmB 306mb3Gmgdhe [18] 1339 Eo8g60dg



68@00 880@ Oé)Ol). 8[) 306(‘060 80’)8[)806)82’@86[) 6030@30@82’[) 0)030'.’

oo(339L 36mcong300L 3934000390 9630 39000cmbobeoobogéo
999c093980ligo6;

Logocmm gogermdal 396300006980 3dgommm 303306300 306 HYEr0B330ls
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In the article, retail trade is considered an important field of Georgia's economy providing
delivery of wide range of products to the customers. At the same time it is also an important

source of employment and income of population. Therefore, according to the author, finding
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new ways for further development of retailing can play a great role in the country’s economy.
In order to find these ways the author analyses political, legal, demographic and economic
factors in the external marketing environment of retailing enterprises. In her opinion, it is only
possible for retailer work effectively if marketing strategies are based on evaluation affects of
these factors. The author thinks that the political situation in Georgia nowadays is favorable for
the development of retailing. She believes that general lines of the development of retailing are
identified correctly and the population has the possibility to obtain products safe for their life.
Retailers, at the same time, observe the requirements of basic legal documents, regulating
retailing, as one of the fields in business. These documents consider the requirements of the
contract, regulating association with Europe. Though, as it is said in the article, the process of
arrangement of the legal environment of retailing is not finished yet. The basic normative acts,
regulating retailing, provide the possibility to find out the business-operators breaking the
principles of food safety. This pushes the traders to work legally. Technical Regulations on
hygienic conditions and rules of supply and sale of unpacked products in retail trade, it is
considered as a guide to retailers in the process of storage and sale of food products. The
protection of consumers' rights is provided by its requirements. The author of the article
describes the demographic environment in terms of increase and decrease of the number of
population; she analyzes the birth rates, death rates and migration and makes relevant
conclusions. In the context of the factor of retail trade, the article focuses on international
travelers and, in this direction, the current situation in the country. The author of the article, in
the process of discussing the economic environment, analyzes the income of the population and
living standards. She considers that retailers and active managers, taking into consideration the
standard of living, must decide on possible ways to develop retail trade in Georgia. The author
says that people’s living standards "dictate” what kind of retail trader enterprises should be open

at a given stage for the development of a profitable economy.

Keywords: Retail trade, external marketing environment, political-legal environment,
economic environment
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The causes of conflict and their ability to improve

their management in organizations
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Conflicts imply the clash of the opposing tendencies in the psyche of individuals, in people
and mutual relations of their formal and informal associations. In organizations conflicts
manifest themselves through people’s certain behavior and actions, which often develop into
meddling others' affairs. Conflicts may be taking place in the form of cooperation, competition
and open fighting. The first and second forms are characterized for civilized conflicts.

In the modern view of conflicts, many of them are not only permissible but also desirable.
The conflict gives information about the problems of the organization and the hidden processes

in the organization are revealed. Positive results of conflicts are also considered as a means of
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solving problems for all parties that help to improve psychological climate in the organization
and to organize the workforce.

Today, the methods of conflict management are classified by the following signs: Behavior
of the parties in conflict, avoidance of conflicts, suppression of conflicts, etc. Based on the
study and generalization of different classification existing in economic literature about the
classification of conflicts management methods based, the following classification has been
proposed in the article: 1) According to the sign of the behavior of the parties in conflict: a)
internal personal, b) structural, coercion, solution to problems, negotiations, retaliatory
aggressive actions; 2) According to the signs of avoidance of the conflict: a) inactivity, b)
compromise and adaptation; c) settlement; 3) By the sign of conflicts suppression: a) the

method of secret action, b) the method of making quick decisions.

Keywords: Conflict, conflict types, conflict management, conflict management methods.
JEL Codes: D70, D74, D79
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Georgian government enacted the Law of Georgia on Accounting, Reporting and
Auditing as of June 8, 2016. The law has required entities of first and second categories as
well as Public Interest Entities (c.a. 600 entities) to report their financial statements latest
on October 1%, 2018. Groups of the third and fourth categories (c.a. 83.000 entities) shall
report their financial statements latest on October 1%, 2019. As the regulation towards
massive transparency takes place for the first time in the country’s history, it is a unique
possibility not only for data-seeking researchers (like us), but also for the regulators and
standard-setters in Georgia and within the EU. Before the larger dataset enters the playing
field by the end of this year and before grasping the roots of financial information quality
provided within the financial statements, this research project aims to theoretically review
the ongoing reform details, descriptively analyze the already available data of about 600
entities and draw the first estimations of the reform outcomes. Our analysis suggests that
the ongoing reform positively differs from any of its predecessor attempts in several
regards: the reform’s regulatory window is consistent with the EU framework/experience;
the processes are actively (financially and administratively) supported by international
organizations; an active focus is given to the increase of interested parties’ awareness and
understanding of the accounting fundamentals; monitoring process is stronger and stricter.
Findings show that the mandated legislation is well-obeyed; few entities have even
voluntarily published their audited financial statements; a high proportion of the reports is
audited by large audit firms. These details enable us to expect that the currently ongoing
field reform, unlike to previous attempts, will lead to significantly different positive
outcomes.

Keywords: Accounting and audit; Reform; Georgia; Accounting quality; Disclosure;
Enforcement.

JEL Codes: M40, M42, M48

1. Introduction

Laws and standards are mostly established based on the experience of the developed
world, while the under-developed countries merely mirror those regulations and their
private sectors in some cases do not even bring enough professional skills to appropriately



follow the dictated rules. Despite the ongoing globalization of financial flows and the
increasing reach of transnational disclosure regulation, it remains unclear how
underdeveloped markets are touched by these developments. In the absence of a theory on
how flows and regulations spread, we are in need to consider countries on a case-by-case
basis. Even given a (corroborated) theory, we might still need to consider cases as soon as
the specific institutional basis within the underdeveloped markets warrants closer
inspection (La Porta er a/ 1998, Zimmermann and Werner 2013, Pirveli 2015). To serve up

the existing research gap, this work will examine the first-hand reform outcomes of the
accounting and audit field in the light of an under-developed economy of Georgia.

The field of accounting and audit in Georgia has been a subject of changes since the
independence from the Soviet Union. The field, however, systematically experienced solid
problems, related, among others, to the regulatory base’s deficiencies (e.g., unclear
categorization of entities, particularly of PIEs), inefficient transparency of financial reports
and accountants and auditors’ limited understanding of the accounting fundamentals
(particularly related to accruals-based transactions), all together promoting to Georgian
entities’ deficient access to finances (World Bank Group 2007, Georgian Government 2013,
McGee 2014, Pirveli 2014, 2015).

In the framework of the signed Association Agreement between the EU and Georgia,
the Law of Georgia on Accounting, Reporting and Auditing was enacted in 2016 (Law
2016). The law brought some marked changes to the field. Entities have been categorized
into 4 classes according to their size, profitability and number of employees. Legal entities
of the first and the second categories as well as Public Interest Entities (PIEs) had to report
their financial, managerial and audit reports of the financial year 2017 not later than
October 1%, 2018. Legal entities of the third and fourth categories shall report their
consolidated financial statements of the financial year 2018 not later than October 1+, 2019
(Law 2016). This implies about 84.000 entities to become transparent by the end of this
year. It is a unique possibility for academics, regulators in Georgia and within the EU, and
standard-setters. Before this massive dataset breaks a transparency threshold, in this paper
we aim to provide the first-hand assessment of the ongoing reform as well as estimations for
the near future. To formulate pertinent estimations, we aim to compare the overall
objective of the reform to its initial achievements. Before going deeper within financial
statements and thus being able to assess the quality of the therein provided information, we
base our analysis on a careful review of the reform-related steps, as well as on an already
available descriptive information of about 600 legal entities of I and II categories and PIEs
for which the annual financial statements are already publicly available by January 20, 2019
(the last date we have collected the data).
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We note several aspects why the currently ongoing reform might be significantly
different from any of its predecessor attempts. Theoretical review of the reform details has
revealed few aspects how the current regulatory changes may differ from its predecessor
attempts and thus may reflect into outstanding outcomes. First, the currently ongoing
changes align with the EU framework; that is, the processes are governed, managed,
administered and financially supported by foreign authoritative parties, which may already
represent a crucial tool to achieve sundry results. The law of 2016 is also aligned with and
based on the European framework and intensive debates/workshops are held to monitor
and plan the steps of a Georgian regulatory body, Service for Accounting, Reporting and
Auditing Supervision (SARAS). Second, the ongoing reform targets and fights, among
others, against the weaknesses/deficiencies previously associated with the Georgian
accounting and audit field. The law of 2016 has categorized entities in four different
clusters plus the Public Interest Entities. Only in 2017, SARAS has enacted 10 normative
acts, which, among others, covered Professional Certification and Continuous Education
standards. In 2018 SARAS’s focus has shifted form the establishment of the regulatory base,
towards the increase of the interested parties’ awareness. A particular attention has been
paid to a professional translation process of the related materials and standards in the field.
This has been mostly done through the establishment of different textbooks as well as
conduction of trainings and informative meetings. Importantly, SARAS created and
administered electronic web-site and portal for reporting financial and managerial
statements.

Descriptive statistics reveal that almost all required entities (more than 90%) have
submitted their reports of 2017. This in some cases required either warning or a sanction
from SARAS. It is difficult to judge how timely entities have followed the requirements as
SARAS itself played a mediator role and has published the reports publicly only after
controlling the statements. Few noteworthy aspects are: almost half of the entities used the
audit service of big 6 audit firms. This may indicate that large Georgian entities, presumably
because of gaining the credibility from banks or other credit agencies, do not hesitate to use
the costlier services of bigger audit firms (DeAngelo 1981, Francis et al 1999, Francis 2004,
Gvaramia 2014, Pirveli 2015).

The reform not only does improve the awareness of the involved parties, but also
increases the overall transparency of the private sector’s financial health and improves legal
entities’ adherence to the dictated rules. Consistent to these findings, we cautiously predict
that the actively led accounting reform will bring unexperienced positive outcomes to the
field. While we believe the reform will reflect into a better-quality financial information,
the question remains: what time the reform would necessitate to bring the tangible and
visible results to the playing field.



2. Theoretical Background

Prior Literature on Disclosure Regulation

There is a long-standing literature on disclosure regulation, covering scientific
thoughts from accounting, finance, economics and law fields. Debates on the optimal
regulation of disclosures typically intensify in the crisis aftermath periods (e.g. Sarbanes-
Oxley Act after the accounting scandals at the outset of 21 century (Ge and McVay 2005,
Li et al. 2006, Lobo and Zhou 2006, Zhang 2007, Cohen et al 2008) or Basel III after global
financial crisis of 2007-2008 (Blundell-Wignall and Atkinson 2010, Cosimano and Hakura

2011, Slovik and Cournede 2011)). Disclosure regulation is important field of research as it
sets out the legal window, defining the forms, intensity and details to be provided within
the financial reports (Jensen and Meckling 1976, Myers and Majluf 1984).

Extant literature has assessed the consequent pros and cons of the disclosure
regulation many times. Since 1981, most of the extant literature on disclosure regulation

focused on information transfers at capital markets (Foster 1981, Merton 1987). The
underlying theory on disclosure regulation traces back to the principle agent theory.
Information asymmetries among financial information users lead to adverse selection at the
capital markets. Less informed investors worry about trading against more informed
investors and thus they decrease (increase) the price at which they are willing to buy (sell)
to protect against the losses caused by their information disadvantage. This price protection
leads to a bid-ask spread into secondary share markets. As such the existing information
asymmetry and the consequent adverse selection reduce the number of shares that less
informed investors are willing to trade, reducing the liquidity of capital markets. Efficient
disclosure regulation, by leveling the playing field among traders, addresses the mentioned
adverse selection problem and reflects into increased liquidity, lower cost of capital and
increased firm value (Milgrom 1981, Leuz and Verrecchia 1999, Verrecchia 2001).” Without
corporate disclosures, investors are unable to distinguish between good and bad firms and

therefore offer a price that reflects the average value of all firms. Hence, firms with an
above-average value have an incentive to disclose private information about their true
value. Once these firms disclose, investors rationally infer that the average value of all non-

disclosing firms is lower and adjust the price to reflect this expectation (Grossman and Hart
1980, 1980, Grossman 1981, Francis et al 2008).

7 Corporate disclosures may also change firm value by affecting managers’ decisions and improving the corporate governance within a firm,
altering future cash in- and out-flows. This affect is channeled either by increased decision efficiency or by adjusting the amounts managers
receive (e.g., Shleifer and Wolfenzon, 2002).



The preceding discussion illustrates that mandatory disclosure can have a number of
benefits and be socially desirable. However, disclosure regimes are also associated with
costs. First, mandatory regimes are costly to design, implement and enforce (Stigler, 1971).
The costs of corporate disclosures include direct costs of its preparation, auditing and
dissemination as well as the opportunity costs. Reporting costs, due to economies of scale,
might be a serious issue particularly for smaller entities. Public disclosure bears another
dimension of costs which is the risk of the disclosed information to be used by competitors,
regulators, tax authorities, and others. Revelation of the business strategies may cover

proprietary details and negatively affect its disclosure incentives (Gal-Or 1987, Verrecchia

1990, Wagenhofer 1990, Feltham and Xie 1992). In summary, there are numerous direct
and indirect disclosure costs as well as benefits, which in turn are likely to make the
optimal amount of disclosure specific to each firm (sector or industry).

A careful examination of the extant literature on disclosure regulation shows that this
literature overwhelmingly focuses on: a) capital markets: by analyzing capital market
effects (liquidity, cost of capital and firm value) and by assessing capital market listed firms
as well as the relationships between investors and management, b) firm-level effects, which
indirectly should imply the market-wide (country-level) effects as well and c) on developed
economies: where capital markets are relatively more efficient and the consequent data for
the listed firms are welcomingly available. In the context of Georgia, however, to examine
the potential outcomes of the currently ongoing disclosure reform, we are in need to
change our focus. This is because, capital market of Georgia is still in its incipient stage of
development. Under these conditions, the lion's share of the functioning of the financial
system comes to the banking sector. Market incentives cannot affect reporting choices.
While so, the pressure on reporting choices transpose from capital markets towards the
banks. According to previous literature, together with the banking sector, the impact of
state and the consequent tax incentives (tax evasion) importantly drives the reporting
choices. Moreover, the reform that is discussed in this paper touches to all four categories of
the entities (plus PIEs), within which the micro, small and medium sized entities constitute
the major bulk compared to the capital market listed entities. Finally, as we aim to assess
the ongoing reform at a country level, we need to discern between firm- and country-level
effects. That is, to address whether disclosure regulation would bring positive affects at a
country level by attracting more foreign investments and thus promoting GDP growth
(Daske et al 2008, Biddle ez al 2009).

Historical Overview of Accounting and Audit Field in Georgia

Within the first years following independence from the Soviet Union, a chaos
prevailed within the accounting and audit field in Georgia. No legislation existed to
regulate the sector; accounting and auditing firms were established spontaneously, and staff



in those companies experienced a solid lack of international practice (Kaciashvili 2003,
Pirveli 2015). The Law on Auditing and the Law on the Regulation of Accounting and
Financial Reporting were launched in 1995 and 1999, respectively (Law 1995, 1999).
Establishment of the regulatory base — aimed to recognize the international financial

reporting standards — was an important step along the policy-makers’ will to transform the
country into a market-based, capitalist society. However, debates towards the quality of the

regulatory base have been intensified over the following decades (Wumburidze 2013,
Pirveli 2015). The government, as well as the private sector confessed a necessity of
considerable changes within the laws — e.g., a clearer classification of public interest
entities’ status, increased public availability of financial statements, and more (for the critics
see: World Bank Group 2007, McGee 2014, Alagardova and Manuilova 2015, Pirveli
2015).8

The first assessment of the accounting and audit field in Georgia was done by the
World Bank in 2007. World Bank report (2007) stated there was a need of considerable
reforms in the field, and provided the consequent policy-relevant recommendations. The
field needed: a) an increased transparency and reach to entities’ disclosures, b) a clearer
definition of Public Interest Entities’ status, c) entities’ categorization by size and the
consequent allocation of reporting requirements due to each category, d) establishment of
audit registry and f) higher attention and resources dedicated to professional trainings as well
as materials’ translation and g) stricter enforcement of the law.

Accounting and audit laws were unified for the next draft version, signed in June,
2012 and effective starting from January, 2013. The unified law aimed to improve the
overall legislative background of the field, though the questions still remained (see: McGee
2014, Alagardova and Manuilova 2015, Pirveli 2015). According to the World Bank’s report
of 2015, the recommendations of 2007 were partially addressed: “The 2012 A&A Law
introduces differentiated financial reporting requirements, including adoption of the IFRS
for SMEs” (Alagardova and Manuilova 2015, p. 12).

This was a major improvement and simplification of reporting requirements for small

and medium entities. The implemented changes have shown the loyalty of Georgian
government towards the establishment of strong corporate financial accounting framework,
but this turned out not to be enough for timely fulfilment of the obligations taken by the
EU Association Agreement of 2014. “Reforms in the area of financial reporting and auditing

are complex and will require significant efforts and resources for their implementation in

8 Subsequent draft versions of the law on accounting in Georgia were prepared in 2006 and 2008. The reforms were initiated under the guidance
of the Ministry of Economy and implied a shift towards a fully self-regulating accounting system. New draft versions, inter alia, intended an
abolishment of the Audit Council, established on the basis of Parliament, and a delegation of its functions to a local professional organization
(GFPAA). Both draft versions of the law were rejected.
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the country” (Alagardova and Manuilova 2015, p. iv). Major critics was directed towards

audit quality: auditors should be registered publicly, should be having a certified auditor’s
status if willing to audit PIEs and their profile information should be publicly available.
Also, the next law should address threats to auditor’s independence, and other potential
conflicts of interests. To avoid auditor’s biasness, audit fees should have been disclosed
publicly, similar to the EU practice.

Overall, despite of attempts, the regulation of the field has been relatively
unsystematic for decades.

The Details of the Ongoing Reform

In June 2014, the EU and Georgia signed an Association Agreement. The agreement
entered into force on July 1, 2016 and implied development of the existing Georgian
legislation and its conformity with the EU acquis. The changes covered many fields,
including the field of accounting and audit. In this context, Georgian government adopted
the Action Plan for Financial Reporting and Auditing Reform which has resulted in the
enactment of the Law of Georgia on Accounting, Reporting and Auditing as of June 8, 2016
(Law 2016).

The Law (2016) gave the birth to some marked changes. One of these was the
establishment of the Service for Accounting, Reporting and Auditing Supervision (SARAS)
— a subordinated agency operating under the Ministry of Finance of Georgia on June 24",
2016. The main functions of this supervisor authority were set as follows: establishment of a
state register for the auditors and audit firms; production of the financial and managerial
reporting website of the enterprises; introduction of financial statements and audit
standards as regulations, rules of action; monitoring the quality control system of the
service provider; recognition of certification programs, examination processes and
continuing education programs as well as monitoring of the persons implementing these
services. SARAS aims to get acquainted to the best practices worldwide and adopt them in
for local settings. Creating the supervisor authority laid the basis for the reform of the
accounting and audit field in Georgia. The reform aims at developing capital and financial
markets and improving the investment environment by ensuring transparency of reporting
entities, which, in turn, protects the needs of external stakeholders relevant to the field.
The reform targets to create reliable information source containing the financial and
managerial data of the entities, which would also increase the credibility of audit (SARAS
2016).

In order to lead the reform effectively and achieve the long-term goals, SARAS
actively cooperates with international organizations: World Bank's Financial Reporting
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Reform Center (CFRR, part of the World Bank’s Governance Global Practice) based in
Vienna; Asian Development Bank of Georgia; USAID; Good Governance Fund of Great
Britain and EBRD, from which the World Bank CFRR group is the most actively involved
party in supporting the reform.

In 2016, the functions, structure and action strategies for SARAS were defined and
allocated. During 2016, SARAS issued a number of important statutory acts and established
an online registry for auditors, from which the statistical data on the registered insurers,
their revenues or number of employees (among others) can be viewed by any interested
parties. SARAS issued procedures for determining the conditions for auditor firm’s
professional liability insurance and the amount of insurance, rules of electronic procedures,
structure, forms, informational content and consumer’s identification procedures for the
website and registry, as well as the rule of providing temporary authority for implementing
audit of PIEs’ financial statements.

New law has defined the status of a Public Interest Entity. According to it, a PIE is
defined as follows: this is a legal entity which could be: (i) an accountable enterprise, whose
securities are admitted to trading on a stock exchange in accordance with the Law of Georgia
on Securities Market (ii) a commercial bank or a microfinance organization (iii) an insurer or

investment fund and (iv) an entity defined as PIE by the government of Georgia (Law 2016).

The major step was categorization of the entities. The law of 2016 defined four
categories of enterprises (see Figure 1). The categories are assigned based on entities’ total
value of assets, revenues and an average number of employees during the reporting period
calculated on a consolidated basis at the end of the reporting period of the parent company.
SARAS has recently mandated the public disclosure of audited financial statements of private
sector entities in Georgia. Financial statements of PIEs and first category entities shall be
prepared according to IFRS, while second and third categories apply IFRS for SMEs and the
fourth category follows the "Simplified (temporary) Standard for Accounting for Small
Enterprises" (approved by the resolution N9 of April 5, 2005 by the Committee of
Accounting Standards at the Parliament of Georgia). II, III and IV category entities are
allowed to use the standards applied for a one-step lower category. Groups of I and II
categories shall report their financial, managerial (activity review, corporate managerial
report and non-financial report) and audit reports of the financial year 2017 immediately,
but not later than October 1st, 2018. Groups of the third and fourth categories shall report
their consolidated financial statements of the financial year 2018 immediately, but not later
than October 1%, 2019 (Law 2016). The reports should be submitted to SARAS, who, on its
side, is supposed to review and then publish the reports on its web-site within 1-month.
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Figure 1: Legal Entity Categorization and Requirements

Legal Entities by Categories

PIE I Category II Category III Category IV Category
(c.a. 125 (c.a. 85 (c.a. 420 (c.a. 3.270 (c.a. 80.000
Legal Entities) Legal Entities) Legal Entities) Legal Entities) Legal Entities)
Assets > 50 Min. GEL <50 Min. GEL <10 Mln. GEL <1 Miln. GEL
Revenues > 100 Min. GEL < 100 MiIn. GEL <20 MiIn, GEL <2 Min. GEL
Average Number =250 <250 <50 <10
of Employees
Financial IFRS IFRS IFRS for SMEs IFRS for SMEs Simplified IFRS
Reporting
Managerial . . .
Vi Vi
Reporting Obligatory Obligatory Obligatory oluntary oluntary
Audit Obligatory Obligatory Obligatory Voluntary Voluntary
Primary 1.10.2019
Submission Dates 1.10.2018 -10.

Source: Law 2016, SARAS 2017

Based on these requirements, about 80.000 legal entities of IV category and 3.270
legal entities of III category are requered to ‘go public’ by October 1, 2019. About 600 legal
entities of I and II categories plus PIEs have already submitted their financial information
by the end of 2018.

2017 was a fruitful year in terms of the enactment of normative acts, but also because
SARAS has created and administered electronic web-site and portal for reporting on
financial statements, management statements of subjects and payments towards the state in
order to facilitate business transparency, economic analysis, as well as capital and credit
markets development. This process started in January 2017 and lasted for the next 9
months. Totally 10 normative acts have been amended in 2017. Figure 2 shows the timeline
of normative act amendments in 2017. Major changes related to the improvement of the
quality of education of accountants and auditors. SARAS, based on EU directives, has
established the standards of Professional Certification and Continuous Education. These
include teaching, testing and certification of interested parties. For the purpose of
maintaining the certified accounting qualifications, education program and legal basis for
its implementation and recognition, on August 18, 2017, SARAS approved "Continual
Education Standard". According to the standard, a certified accountant is obliged every year
to comply with the continuing education requirements. SARAS also provides a registry of
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examination processes, professional certification and continuing education programs.
Recognized programs are posted on the official website of the regulatory body. During the
year, in accordance with the standard requirements, SARAS has recognized, officially
registered and monitored three continuing education programs9.

In order to determine the rule that non-certified experienced persons’ certification
and monitor of the enforcement of this rule, on March 24®, 2017 SARAS approved
“Simplified Rule of Professional Certification” that defines simplified test administration
and procedures for professional certification of persons who have more than 7 years of
relevant experience of acting as a transaction partner before the enactment of the law and
are not certified accountants in accordance with the same law.

A particular focus of the reform has been put towards the role of professional
translation in the process of establishment of international standards. Professional
Accountants Ethics Code was translated into Georgian language by GFPAA and then was
enacted by the regulatory body in 2017. To achieve a high-quality translation, a specific
working group (Committee of Experts) has been created which is supposed to be staffed by
experienced professionals in the field. SARAS approved the Georgian language versions of
IFRS, IFRS for SMEs and International Audit Standards as officially accepted standards by
the end of 2017. Translated standards as well as normative acts are placed on the official
website of SARAS.

In response to World Bank’s report of 2015, relating to audit quality deficiencies,
according to the new law, only formally qualified and officially registered auditors are able
to conduct the audit of PIEs. The registry is public and the information published there
(regarding the auditor or the audit firm) is accessible for any interested person. Registry
requirements, which the auditors must meet, is defined by law and the additional
information regarding the registration procedure is provided by the SARAS. Besides,
according to the Law of 2016 (paragraph 5 & 6) PIEs and I category entities are obliged to
submit the information about their audit and non-audit services.

Figure 2: Normative Acts Amended by SARAS in 2017

9 Three units leading the continuing education programs are: a) Georgian Federation of Professional Accountants and Auditors; b) Society of

Independent Accountants and Auditors of Georgia; and c) Professional Federation of Georgian Auditors, Accountants and Financial Managers.
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In 2018 SARAS’s focus has shifted form the establishment of the regulatory base,
towards the increase of the interested parties’ awareness. This has been mostly done
through the establishment of different textbooks as well as conduction of trainings and
informative meetings. The meetings targeted to rise the involved parties’ awareness have
been attended by a wide range of stakeholders such as company managers and auditors,
representatives of professional organizations, business associations, SME associations,
academia, diplomatic corps, donors and international organizations. The held meetings
aimed at providing important information to the audience and sharing the best practices of
leading countries. The meetings were held in different regions of Georgia and focused on
the amended legislation and reform details as well as the expected benefits, the goals of
SARAS, essential innovations, the specifications of IFRS for SMEs, the necessity of
introduction, the content and advantages of its use. The meetings have been largely
coordinated, organized and financed by the World Bank CFRR and other Contracting
Parties such as Good Governance Fund of Great Britain, USAID and EBRD.

In order to simplify the process of preparation of management reporting, SARAS has
developed a "Managerial Reporting Manual", targeted for the PIEs as well as I and II
category representatives. The manual is a wide-use, recommendation-oriented document
that is based on the best practices and the latest international developments and does not
generate new legal obligations. It establishes basic principles that protect enterprises'
performance in the appropriate form and provide comparability.

In order to support homogeneity of the financial reports of IV category entities,
SARAS on 26 June 2018 approved the "Financial Reporting Standard of Fourth Category
Enterprises". The provisions of the relevant EU Act and the best international practice were
taken into account in developing the standard. The standard is focused on simplicity and
aims to reduce the costs of administrative expenditure for the fourth category enterprises.
In the framework of the project, a consultative group was created which included
accountants, revenue services, commercial banks, business associations, academic circles,
professional organizations and private consulting companies. In order to detect the nature
and complexity of the operations for the fourth category, the consultative group has in
depth studied accounting practices of more than 60 enterprises. In the framework of the
project, the experience of micro organizations from Estonia, the United Kingdom, Poland,
Ireland and Singapore have been shared.

Within the framework of the Action Plan for Financial Reporting and Auditing
Reform, the USAID, with the support of the World Bank and G4G, is implementing a

program for promoting the standard of second and third enterprises. The program consists
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of the following main components: training of English- and Georgian-language trainers of
IFRS and IFRS for SMEs and translations of IFRS Foundation’s textbooks and materials.
Within the framework of the program, on 8-12 October 2018, the English language trainers
training course was conducted. The training was conducted by the World Bank's
International Consultant for Education and Training, Michael Wales, selected by the World
Bank in the frames of the SFRR project, which has experience of trainings in similar
countries. By the end of the year, training for English- and Georgian-language trainers have
been organized and held by SARAS with support of the USAID and G4G. With this
activity, the tutoring training is over. As a result, 88 trainers were trained, covering people
from 14 regions. From 2019, the program for the end-users is expected to start. At the same
time, the standard of training materials is translated and adjusted to Georgian reality
(SARAS 2017).

These actions have been presumed to set the environment in which entities would be
able to provide credible, standard-driven financial information to the market.

3. Descriptive Analysis

We have obtained descriptive statistics of 586 entities from their separate profile
websites given at https://reportal.ge/ by using the AI scraper “Scrapestorm”. The visual
analysis has been implemented by Microsoft Power BI.

This section descriptively reviews the collected sample data of the private sector in
Georgia. By January 2019, total of 586 entities have submitted their annual financial
statements to SARAS. This information reveals what are the characteristics of the entities
which obeyed the law and provided financial statements well-enough to pass the
controlling by SARAS. Figure 3 shows the descriptive statistics of the sample by the
following criteria:

1. Entity Categories (Panel A),
Legal Status (Panel B),
Sphere of Operation (Panel C),
Year of Registration (Panel D),
Audit Status (Panel E) and
Audit Firm (Panel F).

AR

Entity Categories - Panel A

Entities belong to one of the five categories: I, II, III, IV and Public Interest Entities
(PIEs). 81 entities (13.82%) belong to the I category, the majority of entities (317 — 54.1%)
come from the II category, 36 and 33 entities belong to III and IV categories, respectively
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and 119 entities (20.31%) are the PIEs. Worth noting that, even though not required by the
law until October 1, 2019, some of the III and IV categories entities have already submitted
their financial statements a year earlier. Given in total about 83k entities, 69 (sum of third
and fourth category) entities indeed constitute a very minuscule proportion, however, may
also hint on the existence of a (small) good-will towards a volunteer publication at the
market. We note that the largest entities satisfying at least two of the following three
criteria: actives above 50 mln, revenues above 100 mln and the number of employees above
250 have significantly smaller share (about 25%) compared to the second largest category.
In sum 180 PIEs have been registered at the official website, from which many of the
entities do not anymore bear the ‘active’ status of an enterprise and as such 119 entities
have submitted their reports. As it would have been expected, from 119 PIEs, 100 of them
operate within the financial sector. That is, PIEs are mostly the banks, microfinance
organizations and others. Overall, the given picture on entity categories could be an
expected, but interesting one.

Legal Status - Panel B

Entities belong to one of the four legal status: Joint Stock Company (JSC), Limited
Liability Company (LLC), Cooperative (COOP) and Foreign Company Branch (FCB). The
most prevalently represented group is LLC, constituting 427 entities (72,87% of the sample)
from total of 586. 143 (24,4%) entities are JSCs, and only minor 16 entities (2,73%) have
legal status of either Cooperative or a Branch of Foreign Enterprise.

Sphere of Operation - Panel C

We have categorized entities by spheres of operation following the SIC rules. We
have categorized entities by the following spheres: agriculture, mining and construction,
manufacturing, transport and communication, retail, banking/finance, service and public
administration. We note the most widely represented spheres are retail (142 entities),
banking/finance (130 entities) and service (173 entities). A small portion of entities (9) are
within the agriculture sector, while 70 entities are within manufacturing.

Year of Registration - Panel D

We note that after the minimum number of entities’ registration recorded in 2003,
the number started to increase starting from 2004, reached its maximums (42 entities) in
2007 and 2010 and had a relatively decreasing tendency thereafter. These results adhere to
the Georgia’s ranking changes within the ‘ease of doing business’ ranks. An average number
of entities registered during the Shevardnadze period (1995-2003) has been 19, during
Saakashvili’s period (2004-2012) - 39 and during the Georgian Dream’s period (2013-2017)
now it stands at 20.
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Audit Status - Panel E

Panel E shows whether entities have reported audited or non-audited financial
statements. Only 28 (out of 586) financial statements are non-audited. That is, financial
statements are audited in most of the cases and the rule is we//-followed in this regard.
Based on the regulation, III and IV category entities are not required to submit audited
financial statements. Despite of it, out of 69 voluntarily submitted financial statements of
IIT and IV category entities, 67 are audited. This may indicate that the entities who feel safe
and healthy in terms of their financial fundamentals, do also bring an incentive to
voluntarily publicize their financial reports. This would indicate that entities not only
follow the regulation, but also target to some other interested parties (most likely the
creditors — banks, as the capital markets are weak to say the least). We further note that out
of 28 non-audited financial statements, the largest portion (11 statements) belong to PIEs. It
is a small portion, but still a violation of the law.

Figure 3:

Descriptive Statistics of 586 Entities by Categories (Panel A), Legal Status (Panel B),
Sphere of Operation (Panel C), Year of Registration (Panel D), Audit Status (Panel E) and
Audit Firm (Panel F).

Panel A - Entity Categories Panel B - Legal Status
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As next, we would like to distinguish entities by their auditor firms. Here we note
that 246 financial statements (44% of total) are audited by large auditor firms such as:
KPMG, BDO, Deloitte & Touche, PWC Georgia, RSM Georgia, E&Y Georgia. 312 entities
are audited by other, smaller players. This shows a considerable demand on a ‘qualitative’
audit services from the I and II category entities and PIEs. BDO has audited the largest
number of entities (91). E&Y, RSM and PWC follow with the corresponding 42, 34 and 31
entities to have audited. Unreported statistics also reveal that most active clients of big
audit firms were entities operating in banking/finance sphere. More precisely, 45% of the
submitted reports from this sphere (54 reports) were audited by the big audit firms. From
the perspective of firm categories, 38% of I category entities, 24% of II category entities and
29% of PIEs used the service of big audit firms. While IIT and IV category entities were not
obliged to submit audit reports, 19% and 29% of them submitted financial reports audited
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by the big players. This again shows cooperation with big players and interest to the quality
of audit, even if audit is not required.

It is worth noting that some entities voluntarily published their financial reports of
2016. Financial reports of 2016 were published by 148 entities out of about 83.300 total,
which corresponds c.a. 0.18%. Most of the volunteering companies (79) were the PIEs.
There were no entities reporting from the first category and there were only several (4)
reports from the second category. 69 entities have volunteered from the third and fourth
categories.

4. Implications and Estimations

As the world around changes in a systematic way, regulations are also subject to
permanents changes. The field of Accounting and Audit in Georgia has been a subject of
changes since country’s independence (starting from 1990s). Instrumental questions,
however, have been remained unaddressed along the years. We note several aspects why
the currently ongoing reform might be significantly different from any of its predecessor
attempts. Theoretical review of the reform details has witnessed few aspects how the
current changes may differ and may bring significant changes to field. First, we note that
the currently ongoing changes align with the EU framework; that is, the processes are
governed, manage, administered and financially supported by foreign parties that may
already represent a crucial tool to achieve quality results. The law of 2016 is also aligned
and based on the European framework and intensive debates/workshops are held which
aim to monitor and plan the steps of a Georgian regulatory body, SARAS.

Second, it needs to be noted that the ongoing reform targets and fights, among
others, against those weakness previously associated and strongly linked to Georgian
accounting and audit field. That is, a clear classification of the entities has been set by the
law, more focus is set on professional translation processes, an electronic system has been
organized and administered, training courses have been organized and held by the
regulatory body to ensure local accountants and auditors’ awareness on high-quality
reporting fundamentals.

First descriptive statistics also reveal that almost all the mandated entities have
submitted their reports of 2017. This in some cases required either caution or a sanction
from SARAS. It is difficult to judge how timely entities have followed the requirements as
SARAS itself played a mediator role and only after controlling/checking has published the
reports publicly. Few noteworthy aspects are: almost half of the entities used the audit
service of big 6 audit firms.
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Prior literature has suggested that there are no particularly high expectations towards
high quality accounting numbers in Georgia — within its banking and insurance sectors
(World Bank Report 2007), at the Georgian Stock Exchange (Pirveli and Zimmermann
2015) and overall within the country (Pirveli 2014, 2015). On the one hand, in the absence
of functional capital markets and the consequent incentives (e.g., target meeting/beating),

there is no stimulus to play with earnings. On the other hand, however, corporate
managers also do not input particularly high efforts in providing highly decision-useful
accounting information as the overall demand on accounting numbers is moderate. In the
absence of the capital market pressures, the demand may shift towards the banks. Banks in
Georgia, however, base their crediting decisions on the amount of collateral and website
visits (World Bank Report 2007). Prior literature has additionally shown that tax-incentives
prevail over financial or managerial reporting incentives (Pirveli 2015).

Consistent to these findings, we cautiously predict that the actively led accounting
reform will bring positive outcomes to the field. The question remains: what time the
reform would necessitate to bring the tangible and visible results to a playing field,
however, we believe the reform would reflect into a better-quality financial information.
The reform not only improves the awareness of the involved parties, but also increases the
overall transparency of the private sector’s financial health and improves entities’
adherence to the dictates rules.

The findings are of high contribution in several ways. At a scientific level, this study
contributes to the existing literature on accounting and audit system’s efficiency from an
under-developed market’s perspective. At the regulatory level, the findings are of
importance for the regulators in Georgia (to formulate appropriate policies, currently
debated in the Parliament of Georgia) and in Europe. Finally, financial information users
such as banks, investors and tax regulators may gain insights at what level the firm’s given
fundamentals could be trusted within the Georgian private sector.

References
* Alagardova, G., and Manuilova, N. 2015. Report on the Observance of Standards and
Codes on Accounting and Auditing, World Bank Report.
» Biddle, G.C,, Hilary, G., and Verdi, R.S. 2009. "How Does Financial Reporting Quality
Relate to Investment Efficiency?", Journal of accounting and economics, Vol. 48, No. 2-3, pp.
112-131.

220


Pirveli,#_blank
Pirveli,#_blank
Pirveli,#_blank

* Blundell-Wignall, A., and Atkinson, P. 2010. "Thinking Beyond Basel lii", OECD
Journal: Financial Market Trends, Vol. 2010, No. 1, pp. 9-33.

* Cohen, D.A, Dey, A., and Lys, T.Z. 2008. "Real and Accrual-Based Earnings
Management in the Pre-and Post-Sarbanes-Oxley Periods", The accounting review, Vol. 83,
No. 3, pp. 757-787.

* Cosimano, T.F., and Hakura, D. 2011. "Bank Behavior in Response to Basel lii: A
Cross-Country Analysis", Vol. No. pp.

* Daske, H., Hail, L., Leuz, C., and Verdi, R. 2008. "Mandatory IFRS Reporting around
the World: Early Evidence on the Economic Consequences", Journal of accounting research,
Vol. 46, No. 5, pp. 1085-1142.

* DeAngelo, L.E. 1981. "Auditor Size and Audit Quality", Journal of accounting and
economics, Vol. 3, No. 3, pp. 183-199.

* Feltham, G.A., and Xie, J.Z. 1992. "Voluntary Financial Disclosure in an Entry Game
with Continua of Types", Contemporary Accounting Research, Vol. 9, No. 1, pp. 46-80.

* Foster, G. 1981. "Intra-Industry Information Transfers Associated with Earnings
Releases", Journal of accounting and economics, Vol. 3, No. 3, pp. 201-232.

* Francis, J., Nanda, D., and Olsson, P. 2008. "Voluntary Disclosure, Earnings Quality,
and Cost of Capital", Journal of accounting research, Vol. 46, No. 1, pp. 53-99.

* Francis, J.R. 2004. "What Do We Know About Audit Quality?", The British
accounting review, Vol. 36, No. 4, pp. 345-368.

* Francis, J.R., Maydew, E.L., and Sparks, H.C. 1999. "The Role of Big 6 Auditors in the
Credible Reporting of Accruals", Auditing: a Journal of Practice & theory, Vol. 18, No. 2, pp.
17-34.

* @Gal-Or, E. 1987. "First Mover Disadvantages with Private Information", 7he Review
of Economic Studies, Vol. 54, No. 2, pp. 279-292.

* Ge, W., and McVay, S. 2005. "The Disclosure of Material Weaknesses in Internal
Control after the Sarbanes-Oxley Act", Accounting Horizons, Vol. 19, No. 3, pp. 137-158.

* Government, G. 2013. Socio-Economic Development Strategy of Georgia, Georgia
2020,

= Grossman, S.J. 1981. "The Informational Role of Warranties and Private Disclosure
About Product Quality", The Journal of Law and Economics, Vol. 24, No. 3, pp. 461-483.

= Grossman, S.J., and Hart, O.D. 1980. "Disclosure Laws and Takeover Bids", The
Journal of Finance, Vol. 35, No. 2, pp. 323-334.

———. 1980. "Takeover Bids, the Free-Rider Problem, and the Theory of the
Corporation", The Bell Journal of Economics, Vol. No. pp. 42-64.

* Group, W.B. 2007. Report on the Observance of Standards and Codes (Rosc) Georgia,

Accounting and Auditing., World Bank Report.

221



* Gvaramia, N. 2014. "The Issues of Activity Accounting and Audit Regulation in
Georgia", Economics and Management, Vol. 18, No. 4, pp. 619-624.

* Jensen, M.C,, and Meckling, W.H. 1976. "Theory of the Firm: Managerial Behavior,
Agency Costs and Ownership Structure", Journal of financial economics, Vol. 3, No. 4, pp.
305-360.

» Kaciashvili, V. 2003. Peculiarities of the formation and regulation of audit activity at
the transitional stage in Georgia. Finance Research Institute, Finance Research Institute.

= La Porta, R., Lopez-de-Silanes, F., Shleifer, A., and Vishny, R.W. 1998. "Law and
Finance", Journal of political economy, Vol. 106, No. 6, pp. 1113-1155.

* Law. "Law of Georgia on Accounting, Reporting and Auditing." edited by Parliament
of Georgia, 2016.

. "Law of Georgia on Auditing." edited by Parliament of Georgia, 1995.

. "Law on the Regulation of Accounting and Financial Reporting." edited by
Parliament of Georgia, 1999.

* Leuz, C, and Verrecchia, R.E. 1999. "The Economic Consequences of Increased
Disclosure", Vol. No. pp.

* Li, H., Pincus, M., and Rego, S.0O. 2006. "Market Reaction to Events Surrounding the
Sarbanes-Oxley Act of 2002 and Earnings Management", Vol. No. pp.

* Lobo, GJ., and Zhou, ]. 2006. "Did Conservatism in Financial Reporting Increase after
the Sarbanes-Oxley Act? Initial Evidence", Accounting horizons, Vol. 20, No. 1, pp. 57-73.

* McGee, R'W. 2014. "A Comment on the Accounting and Auditing Law of Georgia",
Business & Law, Vol. No. 3, pp. 11-13.

* Merton, R.C. 1987. "A Simple Model of Capital Market Equilibrium with Incomplete
Information", The journal of finance, Vol. 42, No. 3, pp. 483-510.

* Milgrom, P.R. 1981. "Good News and Bad News: Representation Theorems and
Applications", The Bell Journal of Economics, Vol. No. pp. 380-391.

* Myers, S.C., and Majluf, N.S. 1984. "Corporate Financing and Investment Decisions
When Firms Have Information That Investors Do Not Have", Journal of financial economics,
Vol. 13, No. 2, pp. 187-221.

= Pirveli, E. 2014. "Accounting Quality in Georgia: Theoretical Overview and
Development of Predictions", International Journal of Business and Social Science, Vol. 5,
No. 3, pp.

. 2015. Financial Statement Quality: First Evidence from the Georgian Stock
Exchange, Shaker Verlag, Germany.

» Pirveli, E., and Zimmermann, J. 2015. "Time-Series Properties of Earnings: The Case
of Georgian Stock Exchange", Journal of Business and Policy Research, Vol. 10 No. 1, pp. 70-
96.

» SARAS. 2016. Annual Financial Statement, SARAS.

222



. 2017. Annual Financial Statement, SARAS.
= Slovik, P., and Cournede, B. 2011. "Macroeconomic Impact of Basel lii", Vol. No. pp.

* Verrecchia, R.E. 2001. "Essays on Disclosure", Journal of accounting and economics,
Vol. 32, No. 1-3, pp. 97-180.

. . 1990. "Information Quality and Discretionary Disclosure", Journal of

accounting and Economics, Vol. 12, No. 4, pp. 365-380.

* Wagenhofer, A. 1990. "Voluntary Disclosure with a Strategic Opponent", Journal of
accounting and economics, Vol. 12, No. 4, pp. 341-363.

e Wumburidze, L. 2013. "Considerations on Accounting and Financial Reporting

Audit", Accounting, Vol. 1, No. pp. 1-5.

* Zhang, 1.X. 2007. "Economic Consequences of the Sarbanes—Oxley Act of 2002",
Journal of accounting and economics, Vol. 44, No. 1-2, pp. 74-115.

* Zimmermann, J., and Werner, J. 2013. Regulating Capitalism?, Palgrave Macmillan
UK, UK.

bod06m33@m3o 303@05063 Bnq:oo@d)aéoobo > oeahob 630300630:
maméon@o 2 onaéo@mbomo oboemodo

959309 Jot239e00

3°3 owboob ‘76-03 36[}0@ 90 ol
obmbmé 35 im0 3609033[)09(60

029060 Incoemosdgacno
30‘756(95011 CVN©398 6’03’[)06’0@00500
bob‘g@méob 350 33(500@ ‘7@ ob

@mj@méoéba

do63003500 JobooBbo

6gobBogtho g3mbmBognéo Ggpm®ds mto dhomoon gsboboemgds: 3) GeBrghowm
35630 batabbobos Gganmoen®o BoGRm o 3) Godrgboe 36as® brgds swbodbymo
Gaanmono BoGBmb Ggommdsdo solGymgds.  botobbosko Gganmoyool debol

223



dbmemme o Fbmmmme 35306 oggl 9860, 0y 30 dobo Egommmdsdog dotoboy dbgsg
botrobbooboco 960l 3BEnbggemymazacmo. Lbgo Lothyggdom 68 gordgom, méngg Bsmgobo
- 693nemo3e0L botolboy o 8obo osbEyemgdel mbgy - on3omgdgemo, dogéed
0650L033060L0 3060 GBgpmEdal Bo&dohgdnmo oRbggobocmgol. Bbmemme oo
g6 mdmomdol Igydamos Ggpm&ds Boédshgdyemoce ogizomb.

o) bodotronggemml dorogérmdol doges 2016 Bemolb 8 0360l 3mgdgcogdnemo
,bogoemggmmml 306mbdo dnmsmmhGremo swm&o3bgal, 5630603z3900bs o d7adhel
dqlobgd“,  gomgommalbobgdnmos 8bmagemom 35630l 8ogé 2007 oo 2015 Bemgddo
399096900 6933960030980, 0063 396mbol 80dnbotg 396Los dol yggeme
Bob03mdgc 396L0o3g 1390qL0o.

3) 63 dggbgdd 306mbol oLEGYMgdol botalbol Jgozoligdsl 3ol ™ oo
dgLododolo dmbozgdgde Lintrogds. 39yerbmdom 6o ggemdym 3odmzaemgdol
©> 30090 6o gobobly® oy 9debobhGoponem  Eobdotrgasl  Lbgoolbge
bog®Hmodmolio megoboBooas (CFRR World Bank, EBRD, G4G UK, USAID),
dgootrgdom dotahngos BoBmgoysemadmo $oblomo Eggnmsponto doBs. od 3o,

S®Y3FHIPOR @° O 8ogy3ge 93ty 30bmbgl, Jgcpatgdor gk

Imommhgboolby o onwodel  obgdo  dodnbofg  33emocmgdgde  mogobo
aobad)obném?mm 3363886@366030 d33960b obOméooBo: 2018 Bemob 1 md@mabéoa@a
030606&360 068060368601) aobosoémgbo 3(030050030 30630@0 ©o 33000’00 30@8600600[)0
o bo%mao@mg?)é%o @0060363[5860[} 306360[} odbemmgdeo  600-700 0'360@03@
36)008*3@[), me)m 2019 5@0[} 1 md@mabéoaq)g bo;goﬁ)mmbob bo%q)3é>ob 39000339000
3003683[) 83[)088 ©o agmoobg 30@3300(4)00[) b06063m36b - q)oobq)msbooo 83000

oyéooym gémgyeml (ob. agogn®s 1).

224



0308360 1. bbgbéaﬁ)MO 30¢88(’06)0030 QO 38b03030bo 8(')0)5(*)36830

dmmbmgbgdo Lafo®Bmms JodgamMogdo

L3 I 3593060 II 353ga3mM0s I 35¢93MmG0s IV 353 93Mm60
(osben. 125 (oosber. 85 (ooabex. 420 (cossbem. 3270 (ossbem. 80000
Lafotrdm) Lafatdm) Lofomdm) bofoGem) Loaffotdem)

sg@oggdo > 50 dgwb. oo < 50 dgmb. grato < 10 8gb. ersto < 1 8ewb. sto
390cmbogamgdo > 100 dgwb. erado || < 100 dgwb. ¢rotio < 20 dewb. gromo <2 Bewb. qato
©sbsgddyEms
L5 TmsEm BsmE)bmds L =5 =0 =
Bobablrto speHogbgs IFRS IFRS IFRS for SMEs IFRS for SMEs 3“'6“6’%"1{3365@“
3&?‘,’3;‘:%33% ?Qm bagsen@gdyyerm LogaanEgduem bsgoegdmem || Bgdogmgmwedomo || Bgdsymaawmdomo
399©OG0 bagargdnmeme bagsengdmemm bagaengdwenm Bgdogmaemdomo || Bgdsgmpumdomo
s6g50083930L
BobsGd0l 36000 1.10.2018 1.1Q.2019

BoboBrogdotg Lpohoo 306ggmos, GmBmol qeamgdBoy s8mmgdgm odbs 08
LoBoGBmms  seBghommdomo  0bogmBBa30s, Gedamgddoy Logyosto  gebblyo
963560339980 2018 Bgcrmls 530656L0ss bsBobolityérenls 3ymaemhgérool, 6356033g0bs oo
9000(y0b Bgo3bgoggemendol LoBLobneBl Botygabal s 3osboseaeh. 0bamEGAszes
s8mogdgem od6s 2019 Bemob 15 0obgthosb 19 0sb3tals Bomgamoom. 0bogeatsBoigool
23BmBodtoce mbomgdoe go8mygbgdnm odbs 3GmaGedgdo: “Link Klipper’ oo
“Scrapestorm”. (03330653930l cd0gqdh3> 3goea06s 586 LoboGdm. ogogy®s 2 3356300l
50BgE0emmdacn 0bogeBoizosl LaBotBmgdol 3otgameogdol (5), wgaaemyo bigsdgbol
(), e3gotgdols boggels (3), GgaoliyGogool Bgamols (o), Sxopol Lyogmbobs (g) o
S900teG0 oGl (3) Agbobgd.

LoBoGBeacns 20% Leod-5, 14% - T goghgaeatoool LoBotdem o 54% - IT 3otgaetoooly
LoBoGAe. LoBoBmms 12% III o IV 3o4g3m0ol Bo®Bmowaghl - 500 2018 Bgerols
bogthome 56 g3oengdmEsc 0bgem@asol Botoaghs. bogsGonome, gb 9bsdy ws
Bgcombg  39¢h93mG00l LoBoGBmgdo 96 3HgohmBRME 3081603030989 53979096

225



5J396(hb 96 Bocmangol 8603gbgmegobos Lobgem8Baagmboob goobiobogdal goobol
Jnooboo  goBotommmoe  3mBnbozoges. oLggg, 96LYIMBL 0dol  SeMISHMYS, GHmI o3
LoBoer8mgdBo odheggdol no3erm Bybhoce (3g8mbogemgdol LodLobyEol Bogé BmBmgdymm
0603853000706 FgEotrgdem) omgemol dgrggo moge II 30¢hggzmEasl 80s31y0gbgL
O 0030 3oeMEgdYoE JooRbogl Botrgrognboc 9630608393980, 0330, 93 LoBsEHImgdlL
obgeoy Bo  3gmboom  0gaboblnto  9bgot0339dgd0,  bgdoymagemmdem  doma
3oboyobmgdom, dmIgzbm  Bemobogol o&oedobhm 3oz goootgl, 9609w
dglodemme 36g0¢mgdal (o0bhgeaglgdnmoe 8botrggdal) 0goemde o3éam Lobomgdaw
/ 390oobeooliybotrnsbgdoce 6563mBabobgb.

427 LoBo&Am J3L-o, 143 - Loogzom LoBmgomgds, 16 - 96 ibmneo LBEImL
0gomodo 96 3mm3gbohoge. ™3gHotgdol Loggéml Bobgogoo  (3emolioagoigotrgds
dmbeoo SIC 3emoboogozozool dobgegom), Gmgmes; dmbsmmmmbgmme oym, yggemedg
39363900 gdnemod ImBlobyérgdals o Logetrm o80babttatgdol Loggém; 393wya -
3946m30/g30000yY003%; 398093 30 - Loag0boblen Lgghmen. Bememmeabgdol 3gLodsedaboco,
J306rgo 6063mgdalb Loggérmdo 8mg8gn LoBoedmgdal Gomegbmds (70). 8bmemme 9
LoBoe8mo Lobmagemm-bodgyébgem Lgdhmeacosh.

Bemgdol 3o6doemBg 3909369300 € goeml 3086glol 390930l Loscogoemols
690hobgl, dbmemme 2006 Bgemb Logotamggemmd 75 3mBoznooc Boobszgems Bob Bobo
B9 06 Igeotrgdom. 2005-2010 Eemgddo 30 8bmazemom 396335 Logetrmggemem oy
€953mEH™mE dagybo oslobgme 93 3ymbom. &godobgzdo mmogémo 3mBozngdo
dgbotBybgdnem o  goydimdglgdnem  odbs  dmemm  Bemgddoy.  Egoh0bggdol
LodoGoldotme, bojmgdoe oy g30bobogh Egoemyto 8mbszg8gde oy o EMH®L
€0degbo  oboemo  LoBo®dm  Egz30LhG0togdmes  (Bomndghgl  of39bhees I o II
39193600l LoBoBBMgdLo o L3-g38g). Bmzme(3 gbgoge 3sbgmm )-89, Lodgommme

226



19 oo 20 géorgyemo G930bhGotogdmes 1995-2003 oo 2013-2017 Bergddo, beemm 39
9600 - 2004-2012 Bemgddo.

©odmmmb, 9630603398930l 95%-8g dgho dycohetgdyemos. Loobhgbhgbms, Gmd
S60-o70hebgdnmo  9bz96033989%0l  860336gemmgobo  Bocmo  Bmol  Lee3-g03y,
€03gem;d(3 §390mgdmEOm dEohtgdemo 9bg0603398930L Botroggbs. sbggg, III oo IV
3°()930600b LoBoEdmgdol Bog bgdogmazemmdon Batrggbocmo Ggd3mehgdol Lo
19603emglmds (69-0ob 67) sneatgdyemos. ©mbodbymo owgdem Logboeml g3063c00L
69doymazemmdom goomgdymo 6adaxgdel 3omboom, o3d3e abogy Ybd ggoblmgrgl, Gma
67 LoBs&Am FoBgémemo Gosbgos III o IV 3ohgaméool LoBo&3mgdal Boremosbo
3™bhobggbhol o0t 06rgonemo
963°603398980L 44% sne0bgdnemos oo 9dslgnemmo snohmEo goédgdel (Deloitte &

(cooobemmgdeos 83000 gbognemo)  330e0md3y.

Touche, KPMG, PWC Georgia, RSM Georgia, E&Y Georgia > BDO) 3036). boemm
©obo6Bgbo - FoHoto 8mmo3e39g00l Bogl. 9bz3060339d0m0 Yggemodyg acee Boemo (91
96g06033900) v106gdnemoes BDO-L dogé.

0gogneo2.
LeBoGBM0s @EgPamMamo 0boggm&Gozed
d) 350hgamPogdo %) emgademéo bihodmbo
®1 3ahmpmens @11 ssdgam@os @I 3Emmmthos @IV jhgamtios ®liod 8 427
400
I 3agamos 81 {13,8%)
L3 118 (20,3%3 5 *
IV Je@opmtoa -;-_‘»C
33 (5.6%) =
£150 L
III 3o 03meios 3
36 [6.1%) 100
h 11 3
; [ . e
= Bals Ll b o JM30HeR0a0
1 1ol
AOCOLT
badatonpegriogn aricids

227




) LN

mBols Gamig

5 i

3T

a) ™3g6ogdob boggerm @) ©g3obh®oaelb Egemo

ok F&n.i\ Yl '!.h

)
, e

S0
a0
3
8 -0
' iy 24
42 S 23
o 22 44
20
i
o B
.
a & ho A &7 A e
& P e M LS '3 ]
s 3 : -

e ot e A at " }‘."‘\\

¥y e ] A
0 s ok P
¥ o 5
i B e P,
o : i T 0 £
sl 7 A T it T

Agaobdmagnal h\r}_“

Ir{I

9) ogcatob bghodhnbo 3) d3o¢h™M0 gecdgdo

350

300

=230

=

2200

”—hc

2100

50

. ----
p— o

b \\'p')f"n‘]m:]ﬁni\ ﬁ'mwuy‘;limﬂ:u

g ey Leluy Tehay gl SR s-ammodotigdoeo SEoGto gotidgbo

Toacl =OM3e0

3960960l 02065b3500, BgeooBbgroggamemdols LsBlsbyo Mg ofmggb 1 03006 gocesl,
Goomo Botroggborn 0 3g89bhoiocb 309ubmb o 398rga gosbsgotmgamb. 3gbsdodobic,
dBgemos Blggermmds 0808, o Go3egbow HMYSE Botowgabgl LsBaBmgdds gebblye
363609393980, (093306939558 9Bggbs, B8 LoBatBmgdol 030606l 0bgeGAss Boday-
Bodoy gB(ygdms 1 codhmBdEo8og(3, 85b g8roga( o 96 gBysghoms emydeeg - 2019 Bermal
Bo6ahol BrogeBotogmdaos. 8ol BgbsdaBobis Bgrosdbggroggemmdol LsBlsby®o s3bocogdgs,
603 ©o3benm 300 40 LoBot3mb gabsgotmgdal 33emeg gummegdosk. odgs gebsgotmgdol
sbgor IGeopagbl o6 Bgodamgds Bl BgedBggboos oo, LoBaBmms BaBacmdo

228



bmmmme gogtmnbomgdols ©d gnmome Lobgdzool (9608s30 96 MEoge) o 30LEYBAL
393093 Bo600g8065a30606LnE0 9630608393900. 306mbol 00bob3sco, 030656l ©6306033980L
Bo&dmyggbemmds 0bgqgb IV, III, II, T 39(hggméeol LobBo&dmgdols o Leod-gdoborgal
dqLods80boce - 500, 1000, 5000, 10000 oo 10000 o600 0§5603930L, beaemm 1 030l gocosdo
39300030l go8myLBmEgdemmds, 53539 mgbmdao bobgz00b gome8oggdol.

dbggg dbgemos Bbygemmds 3033060gdol Bl Bomgbmdsdy, HMIgmmmsy ggomgdmeed
2018 Bemob 1 ooghmddgeol  030boblyéo  0bgot0dggoal  Botoggbs.  LoBoe8mand
Jemoboogozdrgdol  3oBboo,  Bgoo8bgreggemmdol  LodLobyEo  0ygbgdl  Bgdmbiogemgdals
LoBlobyGol  0bagmEBogosl  odhoggdal  Beemmdol;ob  80dsérmgdoda.  3g8mbagemgdals
LoBLobyEL  0bogmEs300  gooBbod LBEGIMMS Bbmemme 03 odh0ggdmob daBotrmgdem,
mdemgdoy Jmbgdol gocosboboom odgz3¢ol g9398gdotgds. ombodbyme Lo o6
obobogl LoBot8mos Bomemosbo odtheggdel Loowgl. 3glododabo, bogds 08 LoBo&dmoe
doobemmgdomo (o 960 Bnbhe) mgbmdal gobbodrmges, Gm8emgalsy YBggwoc 0gaboblyo
96306033900l Botrcog960 1339 2018 Bemol 1 cogdherddgeabs.

Gngm6r3 39odbgroggemmdal Lodbobn&do oi3bogdgb, gommEydnem LoBsGmms 90%-3g
IghBo goobogotrmgs boneoo 03oboblyo 0bagmEdo(00. 5badbyemo, 306mbol sebtnemgdal
Lo 3domee 30630 3oB39b989mas, 3obLo 330 396mbal 58mg8gwgdal 3oéggemo Bemaliogal.
LoBoE8mms 08 J3odrg 63Boeml, GMIgemary 396mbl 96 EogmERacms, Logstoyme, HmA b
30BbmdEagoce 96 Lyt bognmeto a306sblytoe wmghommgdol Lobsembme g308md89y6930, 6
3o 1339 G396 ImyBoom ogyemoce §96030l (Lobg(300b) Zoobod o 08gboc Go3wgbocdy,
Lodypopgoo 3ghoce 3gmoe ©o38de8rogdmeom, Bommgol 9860 oot 3gmbeoo 0gaboblyéo
06g3mEo300L  8mBBogdol, oyotel botygdel Fomgdol o 30bsblyte 0bggm&dszoal
3oLoFoGMmgdol. Logoconomo, 6m3 08 LoBoB8mgdl, GmBemgdds; gaboblyto 0baymEds300
30BbmdE0goce 96 goobogetrmggl, 96 o6 Lneoom Lognmoto 3mb3megbhymme LhGogggeol
bogotome  g08mhobo, o6 Fomo a306oblnte 9630608393900 Jgopzoge  96o-baBotaemals

229



odlobggem  (308bmotrogoe  dobodymotagdyem b 330emoa303oi300L  cogazoetel  godm
dgnLododmee 3mdBocgdyem) 0bogm&dozosb.

5b0dbyyemocsb  39330dmmos ogoli3g60m, ™I 30bmbo 969839dabggb00 MM,
01930 ©9gd0mOE F0dE0botrgmil sebGymgdel mmbomo;. 80ogeéo Jombgo o6l ob, ooy
o Bgfoo  gobogotmgdyem  a30606lyé  9b306033989830, 03ogboce  doocmos  3obide
dmBrmegdnmo  0goboblyto  0bagmEBogool  botrolbo, oms  3mBbIsergdgmml  gozgghesbo
3o96y39(h0emgdol Bomgdode ogbdotrmb. 8536mg3mbmBo e mbgdg 30, Loabihgéglms, oo
6ol dmyhobl 8080botrg Grga3mEds Lodotmggmmml g3mbmda3ol. Boocoggds 30 ob dggycbsl
dmoBoml dgtho y3bey®o 0bggloed, gobogemodml  303otoemol do8&gdn, 3god;30eml
1893936030 o goBo&omb 8oemosbo Lo8odymmm 3Gmydho dmbobemgmdal gée Lymmdg? 3
30bgqddg 3obybol goboggdoce dghe ™, BmbszgBms 308980 o LowBobgyemo vboemodos
bodotren.

230



INTELLECTUAL PROPERTY MANAGEMENT IN THE SHIFT TOWARDS
OPEN INNOVATION

Tetiana Sobolieva

PhD, Associate Professor of Management Department, State Higher Educational Institution
“Kyiv National Economic University named after Vadym Hetman”, Ukraine
+38(097)345-88-80, tsobolieva@gmail.com

Yuliia Lazarenko

PhD, Associate Professor of Management Department, State Higher Educational Institution
“Kyiv National Economic University named after Vadym Hetman”, Ukraine
+38(067)750-71-59, lazarenko.yuliia@gmail.com

Summary: In recent years due to the increased interest in the practice of open innovation as a
promising model of innovation process management numerous studies have been conducted devoted
to the discussion of various aspects of the open innovation implementation. The growing trend
towards open innovation adoption causes the need for a more open approach to the management of
the intellectual property (IP). However, despite the fact that the study of organizational determinants
in the open innovation collaborative projects is an area of increased interest for both academics and
practitioners of innovation management a modern understanding of these aspects at the enterprise
level remains incomplete and needs further research. The IP management involves the
implementation of the key managerial functions, such as developing a strategy and planning
measures for the protection and commercialization of intellectual property, organizing activities to
create conditions for their implementation, creating a supportive innovation culture and encouraging
innovative climate, audit and monitoring the implementation of the IP management strategy. An
effective IP management strategy should include an analysis of the internal factors of the
organization, as well as taking into account market factors for the formation of an open innovation
model.

Keywords: intellectual property (IP), open innovation, IP strategy, IP management

The acceleration of scientific and technological progress, the active dissemination of the latest
exponential technologies such as biotechnology, three-dimensional printing, autonomous electric
vehicles, artificial intelligence etc., the development of information and communication
technologies, growing trend towards globalization of scientific research and international trade cause

the spread and the need to implement an open innovation model in the practice of innovation
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processes for more and more industries and companies. Foreign studies devoted to the problems of
managerial aspects of the open innovation implementation empirically prove that cooperation with
external partners provides both direct and indirect benefits for the company. In this regard, the results
of the research by K. Laursen and A. Salter (2006) confirm the relationship between the intensity of
the use of external sources of knowledge and the results of the company’s innovation performance:
according to the research findings the effectiveness of the innovation process correlates positively
with the company’s ability to absorb knowledge [1]. In the context of business sectors, the most
effective examples of the adoption of open innovation practices can be currently observed in the
software development, where open information sources and collaborative innovation platforms have
become an essential part of the business model, especially in the digital age [2].

The implementation of the open innovation model stipulates the need for a more open
approach to the intellectual property management (IP), more active use of external IP objects through
the purchase of licenses, as well as access to own IP objects through selling, for example, patents that
are not used by the company. Given the fact that in modern organizations in the process of creating
and implementing innovations both inbound and outbound information flows are significantly
increasing, adoption of open innovation model which assumes external partners to be involved in the
innovation process can lead to the loss of control over a company’s intellectual assets. From this
perspective, the timely regulation of the terms of cooperation requires effective IP management
during all the stages of the innovation process.

In this regard, it is necessary to emphasize the fundamental differences between the closed
and open model of the innovation process. Thus, the closed model implies the implementation of the
innovation process solely by its own forces inside the company through consistent fundamental and
applied research, technological development, production and launching new products and services in
the market. The open model envisages active interactions with other companies, laboratories,
research institutions, universities, and other stakeholders in order to spread exchange and access to
the new information and external technologies. In line with these arguments, it can be concluded that
an essential prerequisite for the implementation of an open innovation model is the targeted and
professional implementation of intellectual property management. This need is conditioned, inter
alia, by the increasing complexity of scientific research, their frequent implementation by
multinational teams, which leads to the emergence of numerous intellectual property objects with the

need to reconcile the totality of rights to them.
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THEORETICAL ASPECTS OF THE OPEN INNOVATION MODEL

Taking into account the expanding network cooperation and the growing role of the
knowledge and technology transfer in the modern business environment, the principles of
interactions between the actors involved in the innovation system have been completely changing.
These factors determine the particular relevance of interactive innovation process models which,
unlike the traditional linear models, foresee the expansion of inter-firm partnership and the
establishment of sustainable relationships between the various elements of the innovation ecosystem.
Within the interactive models’ conceptual framework the network interaction of the innovation
process participants that promotes the attraction of external information sources is recognized as one
of the key prerequisites for the effective and efficient innovation performance. The world-wide
experience of innovative high-technology companies has shown that the use of such forms of
cooperation for the implementation of collaborative innovation projects can not only ensure the
exchange of the necessary resources, experience, skills and functional competencies, but also allow
innovative companies to diversify their knowledge sources and gain access to new information, as
well as share technical and market risks of an innovation activity [3].

One of the most relevant interactive models of an innovation process is the open innovation
practice, according to which the development of the innovation capabilities of a company occurs
through the intensification of its interactions with the other actors of the innovation ecosystem. An
integrated definition of the open innovation concept which has been widely adopted by researchers
dealing with this area of innovation management was proposed by Henry Chesbrough and
formulated as “the practice of using targeted input and output flows of knowledge to accelerate
internal innovation and expand the markets for their external use” [4]. While the traditional “closed”
model of the innovation process is based solely on ideas, knowledge, competencies and experience
gained within the company, the open innovation practice suggests that the organizational innovation
capability may also include external competencies and assets located outside the firm [5].

It needs to be pointed out that the open approach to the innovation process meets the current
conditions of the business environment because under such a model innovation-oriented companies
are able to use external information, knowledge and technologies to stimulate innovation
performance, accelerate the growth of business and gain competitive advantages in the market. In
addition, firms can open their own innovation processes, making their internal inventions useful for
other companies which are involved in innovation cooperation. These benefits can be used if

business entities are able to create a resilient ecosystem of open innovation that can be defined as a
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network of partners, in particular customers, suppliers, competitors and other stakeholders who
cooperate with the company and contribute to improvement of innovation performance [2].

For the modern companies the adoption of open innovation tools in order to strengthen their
innovation capabilities has become nowadays a matter of a strategic choice. Accordingly, from the
practical point of view, successful implementation of an open innovation model should be based on a
detailed study and systematization of existing innovation processes, as well as strategic managerial
decisions regarding what should be invented within the company, what should be integrated from the
outside and what should be developed in cooperation with the external partners of the innovation
network [6, 7].

Depending on the innovative openness degree of the organization and the intensity of its
interactions with external partners with regard to collaborative innovation projects, four main types
of innovation strategies can be broadly distinguished based on a literature review: closed innovators,
semi-open innovators, open innovators and external innovators [8, 9, 10].

Comparing these types of open innovation strategies it can be noted that the strategic behavior
of “open” and “external” innovators is to some extent similar since both types of strategies assume
that the key source of the organizational innovation capability is outside its internal environment.
However, there are a number of differences which relate primarily to the problematic aspects of
intellectual property management and the specifics of building inter-organizational networks [11].

It should be noted that despite the expected positive effects of innovation partnerships and
networks, many businesses still hesitate to make a decision about the adoption of open innovation
tools. In recent studies devoted to the barriers, risks and difficulties of open innovation
implementation various internal factors and challenges affecting the successful adoption of this
model are distinguished. Thus, at the organizational level the shift from the “closed” model of the
innovation process to the open innovation practice may be accompanied by a number of problems,
for example, the difficulties related to the search of the relevant partners and the organization of
intercompany interactions, the inability to establish an effective network communication system
between the company and its market environment, the potential risk of loss of available knowledge,
innovative ideas and key functional competencies, significant costs of coordination collaborative

projects, as well as the risk of losing control over intellectual property [12,13,14].
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FORMING OF AN INTELLECTUAL PROPERTY MANAGEMENT IN OPEN
INNOVATION MODEL

The management of IP in an organization which is striving to implement an open innovation
model allows providing on a systematic basis identification, audit, registration, commercialization
and protection of intellectual property objects. This also allows preventing copying and
counterfeiting of company products, optimizing investment in research and development, marketing
costs and product promotion. The development of an IP management strategy leads to a
strengthening of the company’s trademarks and its corporate identity, turning them into competitive
brands, which contributes to enhancing the effectiveness by entering new markets, so the results of
negotiations on licensing conditions or franchising agreements.

The shift towards open innovation fundamentally changes the approaches to intellectual
property management. Thus, patenting in the closed model of innovation management was used by
companies mainly to block the activities of competitors in the market niche and to ensure its own
monopoly position in the market. That is, first and foremost, the intellectual property right was used
largely in terms of prohibiting others from using their results of scientific and technical research and
not as potentially powerful, in terms of alternative ways of commercialization, intellectual property.
But of course, companies received guarantees of safe use of their intellectual property in the market
in terms of the risks of assigning their intellectual property to partners and competitors. Thus, patent
protection allowed companies to reimburse their research and development costs and to increase the
innovation sales rate and hence margin performance.

In the open innovation context intellectual property is considered not only as a source of costs
for the creation and commercialization but also as an opportunity to generate additional income by
alternative ways. That is, the shift towards open innovation allows for the considering intellectual
property as a crucial asset that brings additional income to the company, as it provides for free access
of external market players to the results of their own research and, conversely, the attraction of
external inventions and other intellectual property to their own innovation process. Moreover, if IP
was previously a by-product of innovation, now it has become one of the most important assets
which facilitates the sharing of knowledge and technology between companies and can be recognized
as an essential prerequisite for an efficient implementation of the open innovation model [2].

From a practical perspective, the active involvement in the use of an intellectual property as
the main resource of an open innovation model inevitably causes the emergence of certain challenges

that require special attention from the management of the company. Thus, active patenting of its own
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research, as well as the use of external patents, requires special attention to patent information, both
in the case of its search and in the control of its own use as well as when it is used by competitors.
Lack of understanding and careless handling of patent information in case of insufficient attention to
this intangible asset of the company, as well as an unqualified level of its expertise and evaluation
may result in significant losses.

The IP department of a company adopting the open innovation model is supposed to deal with
the implementation of key managerial functions, such as: developing a strategy and planning
measures for the protection and commercialization of intellectual property, organizing activities to
create conditions for the implementation of planned activities, creating a favourable innovation
climate and encouraging open innovation culture, as well as audit and control the implementation of
the IP management strategy (Figure 1).

It needs to be emphasized that from a company's perspective in the context of open
innovation the implementation of a strategic approach to the intellectual property management is a
matter of particular relevance. A strategic approach to IP management is realized through the
integrated approach to the analysis of the external and internal organizational conditions. Thus,
during the process of external analysis such tasks should be undertaken as monitoring of the
technological trends, especially in the field of the company's research, market assessment and
identification of current and potential consumer's demand for innovative products, building a profile
of potential consumers relating to their preferences and purchasing power. The legislation on
innovation and research development, including in terms of preferences and preferential taxation
would also need to be examined. In line with this, it is worth considering the state innovation policy
and international research programs that determine the priority directions of innovation development,
and, respectively, the direction of investment. Particular attention is required to monitor the activities
of existing and potential competitors. In this direction the company analyzes the strategies that
competitors have in place to develop and implement innovations in the market, which measures they
apply in order to protect their assets and whether they violate the rights to IP objects of other players

in the market.
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Figure 1. A conceptual model of IP management in the open innovation context

Source: developed by the authors

In the open innovation model an important direction of external analysis of the company is a
search for alternative sources of IP objects for the purpose of their acquisition or licensing, as well as
an analysis of the feasibility of joint R&D and the introduction of innovations with other state and
business organizations through the creation of startups, joint enterprises, alliances, clusters and other
organizational forms. The main purpose of such a search is to optimize the costs and time for the
creation of innovations, as well as share potential risks in terms of financing of innovation projects
and expand opportunities for the market launch.

The internal analysis determines the company’s capability for R&D, the structure of
production and resource potential, the current IP management strategy, and the currently formed
portfolio of IP rights. Particular attention is required to audit and evaluation of their own IP objects
in terms of their consideration when devising a strategy, correctness of the value estimation of such

objects, their proper registration and commercialization. In planning for the creation and registration
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of IP objects it is also particularly important to take into account the organization’s policy on
intellectual property management. Accordingly, the established principles of such a policy will
determine the priorities and approaches to the creation and realization of their own intellectual assets
to other organizations as well as the involvement of external IP objects to the development and
implementation of innovations inside the organization. The IP policy also establishes approaches to
the distribution of intellectual property rights between authors, investors, company's founders and
other stakeholders, which is prescribed in contracts and other documents when creating the relevant
objects.

The result of the analysis of external and internal factors of the organization’s environment is
a basis for devising an appropriate IP management strategy as well as the development and
implementation of tactical measures for its realization. To ensure reliable analysis results such
tactical activities have to be implemented as the formation and revision of the IP objects portfolio,
the patent pools creation, the development of a licensing strategy and measures to protect IP objects
of the organization.

In order to implement IP management in an open innovation context, the company should be
the part of an international innovation communications system, be involved in global innovation
networks with researchers and innovators, public and private institutions and organizations to
generate own knowledge and technology and provide a flow of external ones in its internal
environment. The company can implement collaborative innovation projects in various
organizational forms, among which: network creation, crowdsourcing, consortia and alliances, both
in the form of joint ventures and separate research projects. In any case, the model of open
innovation assumes the joint creation of intellectual assets, the exchange and transfer of know-how
and technologies, the control and preservation of which is ensured precisely through an effective IP
management system in companies.

A necessary element of the successful implementation of the open innovation model is the
introduction of incentive mechanisms that stimulate innovation activity and team work, as well as
support internal and external cooperation. Implementation of the open innovation concept requires
the development of a certain type of organizational thinking based on the creation of a corporate
culture that recognizes the value of external knowledge and competencies and perceives continuous
learning as an important part of the current operational activities of the company [15]. In this vein,
the shift towards open innovation requires special attention both from the managers and employees
to the processes of adapting new ideas, inventions and technologies inside of the organization, which
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are often accompanied by different types of organizational changes. Another threat to the effective
implementation of the open innovation model is the so-called “invented not here” (NIHS) syndrome,
which manifests itself in the exclusion of personnel from innovations created outside of their own
company, explaining this to be very likely to fit their needs and organization requirements. In order
to overcome the psychological impediments to the adoption of external IP objects in the company it
is necessary to actively involve the personnel in the development and implementation of innovative
development programs, IP management strategies, explaining the necessity and benefits of such
actions.

An important role in ensuring the intellectual property management in an organization plays
also an effective implementation of the control function. Among the main tasks with regard to this
managerial function is an audit of all intellectual property of the company in order to identify
unrecorded and unregistered objects, which involves applying due diligence to the audit approach.
This approach requires consideration of the following elements, such as an IP asset structure,
property rights verification and their legitimacy, including for example the validity of a company’s
patents, analysis of restrictions on the use of intellectual property rights and possible violations by all
stakeholders. Particular importance in this regard is acquired by the audit of intellectual property of
partners in preparing contracts for the purchase or licensing of intangible assets.

The audit aims to determine the value of IP objects, as well as define the risks that companies
may encounter when implementing collaborative innovation projects, for example, in case of
improper registration of rights to an intangible asset when it is disposed by a previous owner or
developer. Assessing the value of IP objects during an audit allows making effective strategic
decisions on how to commercialize them and justifies the reorganization of the IP portfolio in order
to increase its competitiveness.

Thus, IP management in the implementation of the open innovation model becomes crucial
for ensuring the company’s competitiveness in the market and, accordingly, the success of its
activities. Effective IP management in this case protects the company’s core knowledge and
competencies, preventing them from being duplicated and using by competitors, or by ensuring the
balance of the interests of all stakeholders in the open innovation framework. At the same time,
attention should be paid to the internal security of the company’s intellectual assets primarily through
the creation of necessary conditions for the protection and commercialization of IP objects and

preventing the leakage of commercial secrets outside the organization.
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Providing enabling conditions for the protection of intellectual assets of the company as a
result of targeted managerial actions prevents unfair competition practices from competitors and
inside the company, thereby enables the active generation of its own innovative ideas and inventions.

Based on the research findings it can be concluded that in today’s business reality under the
conditions of which the principles of interaction between the participants of the innovation process
have been radically changed, the practice of open innovation is an effective tool for improving the
efficiency of innovation performance. However, the model has its own limitations, which is why the
decision to engage in open innovation cooperation and the justification of the extent to which own
innovative processes of a company can be opened requires a deep understanding of the specifics and
a profound analysis of the potential opportunities and risks of this type of interaction from the
managerial point of view. In particular, the potential risks of implementing open innovation practices
include possible loss of knowledge, technologies and key functional competencies. In addition, the
high degree of an organization's innovation openness might be accompanied by difficulties in
protecting intellectual property objects and lead to disputes over the assignment of innovation
performance results. Accordingly, it can be argued that within the open innovation framework
intellectual property has a significant role to play, hence efficient intellectual property management

is essential for the success of the collaborative projects.
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6gL3mbrogbhmo  56,5% dooBbggl, Gm3 oo myobl  Bgndmmes  nEoabhore
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Study of the Attitude of Local Community towards Rural Tourism Business
(The Case of Racha)

Ineza Vatsadze,
Doctoral student lvane Javakhishvili
Thilisi State University
ina.vatsadze@tsu.ge

The attitude of the local population towards rural tourism business is one of the most important
factors in the development of this direction of tourism. The study of this attitude, the main purpose of
the this article, was carried out according to willingness to do rural tourism business, relevant skills
and psychological readiness, as well as the ability to assess the quality of tourism services and
identify harmful factor in the development of rural tourism.

We used the method of sociological research (Face-to-face interview and phone interview). 174
respondents from different villages of Racha were interviewed. 75.2% of respondents have a positive
attitude to the development of rural tourism business, express a desire to go into this field of activity.
42.7% of respondents have no any entrepreneurial experience, so in case of practical implementation
of their will, they will need to be trained. 83.2% of applicants are aware of the potential difficulties
associated with a partial change in lifestyle while doing business. 74.2% of respondents are confident
that they will be able to independently cope with the functions of the host. This optimism may be due
to the fact that the respondent may wantto have a small business, or he is not aware of the
technology of doing business.

Those willing to go into the tourism business express their readiness to offer tourists other forms
of service (auxiliary tourism product)along with the main forms of tourism services (accommodation,
food), including a guide during the various tourism activities; 56.5% of respondents believe that
their family can serve tourists at average level, 36.6% realize that the services provided in their
family can now get "below average" score, only 6,9% believe that they can offer a higher level of
service. More than 39% think that the major home repairs are required to improve the quality of
accommodation. The vast majority of respondents, 92.4%, believe that the main problem of rural
tourism is the difficulty of access to finance. In terms of severity, unregulated infrastructure is in
second place. Most of the respondents hope to use non-local agricultural products to provide food
services.

The results of the study conducted can be used in the development of municipal and regional

programs for the development of rural tourism.
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Distance learning method in many countries and is getting more and more popular. The
advantage of this method is due to several factors, namely: less time spent on time and financial

resources, flexibility and availability of the course, freedom of choice and mobility.
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The modern education system seeks to develop technological progress that is irreversible.
The needs of students and pupils are rapidly changing with time, which requires modification of
the education system. The distance learning method in most of the universities of Georgia does
not exist or is not actively used. Although individual universities have a base that can help
students get an electronic knowledge, they are less informed about it. Most of the courses on the
bases of the Universities do not provide the opportunity to take the certificate, which shows a low
level of development of distance learning.

This article focuses on the development of distance education, the situation in the world
and in Georgia and the attitude of the public towards this issue, which, in turn, is based on the
findings of the December-January 2018-2019 survey conducted by authors.

In addition, the article presents the opinions, conclusions and recommendations of the

authors concerning the implementation of distance learning activities in Georgia.

Keywords: Education system, Distance education, E-learning, Educational finance, Information

sources.

JEl codes: 120; 121; 122.
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The traditional inflation index regrettably fails in developing countries. Some of the
commodity groups do not reflect the problems of the low income population. Agrarian inflation —
agflation, becomes more and more popular in economics. The paper proposes a statistical indicator —
munflation, which reflects price fluctuations on medication, utilities and nutrition. Additionally, for
countries where import exceeds export by several times, obviously, it is necessary that price changes

be calculated for imported goods and services (imflation).

Keywords: inflation, agflation, munflation, imflation
JEL Codes: E31, 132, 013, P36, P46

New terms emerge in the development of economic science. This process is the result of the
enrichment of this field of science, the further result of the new understanding of economic
development and the possibility for deepening research. One such phenomenon, in which a new
understanding of economic processes is reflected, is inflation.

As it is known, inflation as a macroeconomic indicator of the change in prices of the
consumer basket is of particular importance in any country for the analysis of the existing
macroeconomic situation and for its forecasting as well. Post-communist Georgia has a negative
experience when it gets into a hyperinflationary spiral (Gurgenidze, Lobzhanidze, Onoprishvili,
1994; Khaduri, 2005) which was overcome by the implementing of the complex economic reforms
(Kakulia, 2008; Papava, 1996, 2011; Wang, 1999; Wellisz, 1999).

According to internationally recognized standards, the National Statistics Office of Georgia
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has been carrying out inflation (consumer price index) monitoring since 1992 in six cities (Thilisi,
Kutaisi, Batumi, Gori, Telavi, Zugdidi). This includes more than 1,700 retail outlets. The consumer

basket, from which the average level of inflation is calculated, combines 12 commodity groups
with appropriate specific weights. Among these groups are: food and non-alcoholic beverages
(30,1%), alcoholic beverages, tobacco (6,4%), clothing and footwear (3,4%), housing, water,
electricity, gas and other fuels (8,4%), healthcare (8,4%), transport (13,1%), communication
(3,7%), furnishings, household equipment and maintenance (6,6%), recreation and culture
(6,4%), education (4,7%), restaurants and hotels (4.1%), miscellaneous goods and services (4.9%)
(GeoStat, 2019).

Although this basket is quite balanced and contains all the necessary products for human

beings, most of these commodity groups do not actually reflect the population’s real needs in
Georgia as well as in any developed and especially poor countries. Namely, for Georgia, where
poverty is the most acute problem for 30% of the population (NDI, 2017), the price dynamics of
expensive alcoholic beverages, furniture, leisure and entertainment, hotels, cafes and restaurant
services virtually has no importance. Therefore, the consumer basket comprehensiveness for people
in poverty is the weak side of this basket because it does not adequately reflect the structure of their
actual spending.

Hence, those modifications of the inflation index were put on the agenda which more
adequately reflect the dynamics of the change in price level for important products for a relatively
poor country.

The first step towards solving this problem was the introduction of the agflation, the agrarian

inflation index (indicator for the average price change for agricultural products). The term agflation

is relatively new and its introduction was associated with a significant increase in prices for fruit,
eggs, grains and other food products in 2006-2007 (Charaia, Papava, 2018; Chorafas, 2011). The
measurement of agflation is particularly important for developing and relatively poor countries
which are characterized by the price rise in the main food products, such as in India (Suryanarayana,
2008).

It should be taken into account that agflation is not only a problem for developing countries
but it is also experienced by the European Union (IMF, 2008).

A study of the problem has shown that the use of the agflation indicator alone together with
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inflation is not enough and it is necessary to use other indicators (Papava, Charaia, 2017). In
particular, in relatively poor countries, the population attaches particular importance not only to the
average level of prices but especially toward nutrition, medication and utilities (mainly water,
electricity, gas and other.) Therefore, we have introduced the munflation indicator. The first three
letters of the word are “medication,” “utilities” and “nutrition” (Charaia, Papava, 2017a, 2017b;
Papava, Charaia, 2017).

For those countries where the import exceeds export several times, it is obviously appropriate
to calculate not only the traditional inflation rate but also the consumer basket composed only by its
imported goods and services which will be adjusted according to the change of the national currency
exchange rate. This indicator is imflation and the name is derived from the combination of two
terms: “import” and “inflation” (Charaia, Papava, 2017a, 2017b; Papava, Charaia, 2017).

The scope of usage of these new indicators created from the inflation index modification is
quite extensive as they give the opportunity to make the analysis and prediction of economic

developments from different angles. In addition, the issue of the improvement of the mechanism of

inflation targeting by central banks should become the subject of a separate study (Charaia, Papava,

2017c¢).
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