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THE MIGRATION AND POTENTIAL OF GEORGIAN POPULATION FROM THE
PERIOD OF GAINING INDEPENDENCE UNTIL TODAY

Summary. The article deals with the migration processes of Georgian population during 1992-
2017. Based on the materials of the general population censuses of 2002 and 2014, it analyzes
the dynamics and structure of the migrants. The article also presents characteristics of the
migrants, according to the directions of migration and its primary causes. On the basis of the
sociological research, it studies the motivation of the migration behavior of the Georgian
students as the potential migrants in terms of employment and education.

Key words: potential migration, education, employment, emigration, population census.

Introduction

Georgia is among one of those countries, where external migration played and still
plays an important role in the formation of population and workforce. Consequently, the article
aims to briefly present positive and negative factors currently affecting the migration of the
Georgian population from the quantitative as well as qualitative standpoint. In this regard, the
work pays basic attention to the potential migrants, namely, to the migration behavior and
motivation of the student-youth, the knowledge of which is vital and necessary in terms of
social-demographic and economic viewpoint for any country, especially for the authorities and
wider society of a country with a small number of population.

Research methodology

The research of migration problems was always hindered by current recording of
migration, as well as inaccurate statistical information concerning population census,
especially, after the transformation of the Recording Institute in the Post-Soviet period and its
replacement by the new form of registration. The thing is that the inaccurate recording of the
migration is a direct result of the incorrect methodology employed until the year of 2012. Since
2012, Geostat created a new methodology of recording external migration, which significantly
lowered incorrect recording of the mentioned migration. Regarding country’s internal
migration, the movement of the population inside the country is no longer controlled and thus
is not recorded.

Within the article, the qualitative indicators of the potential migration are primarily
studied on the basis of the 2018 research conducted by the Ilia State University’s Institute of
demography and sociology concerning migration problems among the student-youth, as well as
on the results of researches conducted by Georgian scientists, etc.

Migration of Georgian population from the period of gaining independence until today
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After the country gained its independence, the negative net migration of external
migration started having an impact on the rate of size of Georgian population. As a result,
lower natural increase of population cannot cover the higher negative net migration of the
external migration, which leads to the decrease of the Georgian population and depopulation.
According to the 2014 population census, 223 villages have become depopulated.

Emigration primarily underwent the process involving three factors: on the one hand,
there occurred ethnic migration, when after the collapse of the SSSR, tens of thousands of
other nationalities living in Georgia returned to their historical motherland; on the other hand,
the emigration of the large masses of refugees, that came from the lost territories as a result of
ethnic conflicts, stipulated the high rate of migration. The third factor was the high level of
unemployment, which still exists today, caused by the social-economic collapse and family
poverty.

On the verge of depopulation, under the circumstances of zero natural growth of
population, the fact that emigration exceeded immigration determined not only an important
reduction of the population, but also the deformation of age-sex structure (increase of
demographic aging) and change in the national contingent. Emigration is especially intensive
among the members of the population who are capable of working and are in an active
reproductive age.

Since April of 2017, the introduction of the visa-free travel regime within the
countries of the European Union, gave a new impulse to the dynamic of migration process. It is
true that by regulations the total annual duration of the days one can spend on the territory of
the European Union is limited by 90 days, although not a small number of those people who
left the country (more than 4 thousand Georgian citizens) have already “managed” to violate
the above-mentioned time limit and have exceeded the period of their stay on the territory of
the European Union.

If during 1990-2000, the negative external net migration amounted, on average, to -
19.2 individuals annually on every 1000 souls of the population; the same figure substantially
decreased in the years of 2000-2017, although its intensity still remains fairly high (-8.5).
Therefore, we have witnessed the reduction of the negative net migration lately, which
indicates, on the one hand, to the quantitative changes in the emigrational and Immigration
flows, and on the other hand, to the probable decrease of the number of potential emigrants.

Despite the fact that after the middle of the 1990s, the economic development of
Georgia acquired the characteristics of stabilization, and according to certain years, there even
occurred a double figure economic growth (1996, 1997, 2003, and 2007); this has actually not
had any substantial impact on the migration flows of the population. In the aftermath of gaining
the independence, the emigration of the population takes place with different intensity,
especially among those individuals who are most capable of working and are in a reproductive
age. Amongst those people who left the country, 85% are between 20 and 50 years of age,
whereas the share of the mentioned age group in the total Georgian population is only
40.2%.The key to the explanation of this phenomenon lies in the structure of employment and
the number of jobs. Compared to the beginning of the 1990s, in 2014 the population of the
country decreased by 1740 thousand individuals, and the number of the hired workers by 1436
thousand, which is 82.5% of the reduced population. As of today, the share of the hired
workers in the population is nearly 2 times lower than it was in the beginning of the 1990s
(22.2% and 41.4% respectively). For the purpose of comparing, in the USA, where the number
of the hired employees is especially high, and the correlation between the hired employees and
the self-employed individuals is approximately 8:1 (in Georgia 1:1.5), the share of the hired
workers, in this country, does not exceed 45% of the total number of the population. The
analogous indicator of Georgia during the beginning of the 1990s was quite near to the
mentioned American figure (41.4%), whereas today it lags behind 2.2 times and more.
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On the contemporary stage the migration processes of Georgia are essentially
associated with the neoclassical theory of migration. Inasmuch as the Georgian economy is
characterized by the high share of labor compared to the capital, and a low market salary. At
the same time, the developmentally advanced countries of Europe stand out by the low share of
labor in comparison to the capital, and the high salary for the hired individuals. Exactly this
distinction compels Georgian population toward emigration to the highly developed foreign
countries. The decrease of the work force together with its human capital did not lead to a
significant growth of their salary in Georgia. In spite of the fact that the Georgian emigrants
(especially illegal workers) working in the highly developed foreign countries, receive a
smaller salary, compared to Georgian standards, in those countries the salary of even the
dilettante workers still significantly exceeds the existing income of those people who are
toiling at a highly qualified jobs in Georgia. This is the main reason why the emigrants refrain
from returning to their motherland.

Besides economic factors, emigration from Georgia is also associated with such
social-demographic factors of sociological theories as are: receiving education, exile, the desire
to live in better conditions, etc. These factors significantly determine the positives of migration
in the receiving developed countries and the negatives in Georgia. Consequently the bigger the
difference between the positive and negative factors of migration, the higher is the expected
emigration toward other countries and the possibility of staying there.

During 1960-2000, on average, the absolute size of the external migration’s negative
net, as well as intensity increased steadily throughout decades, and Georgian population lost
more than 1404 thousand people as a result of outer migration. The 1990s were especially
important for Georgia, when, according to various estimations, Georgian population lost
substantially more people from external migration than they did during the previous 30-year
period. Based on the data of estimations, during 1990-2000, Georgia lost 19% (1026 thousand
people) of the quantity of population in 1989 from external migration, that is, nearly every fifth
of the population went away from the county [Tsuladze G. 2007: 61-67].

When we talk about the modern period of migration, we must pay attention to the
general population censuses conducted in Georgia in 2002 and 2014, the results of which are
assessed differently by specialists. According to the results of the 2002 census, the quantity of
Georgian emigrants amounted to 113.7 people, and in 2014 census much less — 88541
individuals. In both instances the figures are illogical and incorrect. The thing is, at the same
time, according to the calculations of the statistics department of Georgia the negative net of
external migration amounted to 930 thousand people in Georgia between the census periods of
1989-2001 [Population of Georgia. Statistical collection, 2003: 67]. Regarding the years in
2002-2014, because of the incorrect recording methodology, the figure was positive 24
thousand, whereas based on the assessing indicator, the net migration was negative — 320
thousand people [Tsuladze G... 2016: 18]. Therefore, the intensity of migration in Georgia was
higher before 2000 than since 2002.

The above-mentioned is confirmed by the figure 1 below, which shows the dynamic
of calculated and pre-calculated data of 1994-2014 net migration derived from the results of the
population censuses of 2002 and 2014. Distinctions in the migration balance, according to
certain years, are crystal clear, especially during 1994-2002.
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Figure 1The dynamic of the net migration of Georgian population 1994-2015

Note: evaluative data during 2002-2011projection by Tsuladze G.; since 2012 based
on the data of the Ministry of Internal Affairs’ border police.

The negative balance of external migration, according to Geostat’s official data,
before recalculation, amounted to 135.2 thousand people in total during 1990-2000 periods.
After recalculation, the net migration became 879.5 thousand for the same period, that is, 6.5
times more! The transition to a new methodology of recording migration by Geostat from 2012
determined the improvement of migration indicators; the result is that since 2013, both
indicators (official and evaluative) of the net migration, more or less, coincide with each other.

Despite incomplete recording of migrants during 2002 and 2014 population censuses,
it gives us certain idea on the qualitative characteristics of external migration, and can be used
in order to explain the migration behavior of emigrants and immigrants.

The dynamic of migrants’ circulation in light of their gender during 2002-2014, where
we can discern that, among males, emigrants exceeded immigrants until 2013 and their
quantity became equal during 2013 and 2015, whereas in 2017 the number of immigrants
overtook and exceeded that of emigrants. As the structure of the immigrants shows us, the
majority are Georgian citizens, which indicates to their growing desire to return home. With
regard to the tendency of reduction of male emigrants during the last 3 years since 2015, it is
possible to suppose, on the one hand, that there occurred decrease in their quantitative potential
and on the other hand, it refers to the change of their migration behavior.

As opposed to men, emigrants still exceed immigrants among women and unlike men,
the analogous reverse process does not occur among women for the time being. However,
based on the age structure of emigrants in 2017; there is a tangible prevalence (5.3%) of
women above the age of 65 in comparison to men (2.2%). This gives us ground to suppose that
there will be more people willing to return to their homeland. Even more so, by 2017, among
the immigrants above the age of 65, the share of women (7.3%) was substantially higher than
that of men (3.1%).

Consequently, the quantity of pensioners is expected to grow in the next 5 years,
which will add on to the harsh social conditions in the country and make them even more

10
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stressful. Therefore, the government of the country must necessarily take into account the
above-mentioned during the transition to the new pension system.

It is noteworthy that according to the 2014 population census, the number of teachers
increased among women emigrants, and they constituted a majority. Their profession makes it
easier for them to get jobs as babysitters, caretakers, servants and other occupations abroad
which require low qualification and are typical of the secondary labor market. Those kinds of
jobs are rejected by the local population who possess higher education. Despite the fact that by
working in emigration on low-qualification jobs, they experience disqualification, in
comparison to the income they receive at home, they are compensated for by 4.5 times higher
salary in the receiving country, which forces them to agree to endure cabal, exploitative
conditions of their new jobs. On top of that, they have families at home who are dependent on
the salaries of emigrants. Not taking into consideration various taxes, the money earned by the
emigrants abroad is used for financing their children’s education, treatment of their parents and
relatives. Among the difficulties encountered abroad, those women primarily emphasize the
predicaments of getting used to harsh climate and hardships of taking care of their health
because of the stressful working environment. 84% of the returned women and 91% of the men
declared that before going in emigration their health was in good shape, but after leaving their
country 50% of the women and 39% of the men experienced deterioration of their health. The
reasons for the deterioration of the women’s health are stressful working conditions (50%), as
well as unhealthy social environment (12%) and humidity of the foreign climate. The share of
the women who became ill with neurosis is quite large among those females [Shelia M. 2017:
122-124].

Based on the population censuses of 2002 and 2014, compared to 2002, in 2014, in
the age structure of women as well as men emigrants, there occurred a distinctive growth of
people aged 15-64 and the share of the age group above 65. This phenomenon, to some extent,
confirms the above-mentioned about the increase of the number of those emigrants who want
to return to their homeland. Under these circumstances, the reduction of the share of
immigrants under the age of 15, in our opinion, must basically be caused by the increase of
their age, and transition into the age group of 15-64 and less by the return to homeland together
with their parents. Moreover, the high indicator of immigration of male and female individuals
below the age group of 15 must be caused, on the one hand by the birth of emigrants in the
receiving country during 1990s, and on the other hand by taking an underage family member
(child) in emigration by the family.

With regard to the age-sex structure of the emigrants during 2002-2014, we can say
that the number of the emigrants below 65 among both men and women is more or less stable,
whereas the share of the emigrants above 65 is decreasing. The mention fact can be explained
by those emigrants’ overcoming various difficulties (finding a job, studying, solving the issues
of everyday living conditions, acquiring the status of a refugee or citizenship, etc.) in the
receiving country and their desire to not return to their homeland for the time being or at all.
The decrease in the number of emigrants above the age of 65, as was mentioned before, is
associated, on the one hand, with the reduction of the potential of those population who want to
emigrate abroad and who are above 65 in Georgia, and on the other hand, with the issue of
immigration age. However, other causes (illness, nostalgia for the family members, etc.) must
not be excluded.

As a result of the age-sex changes of the 2002-2014 migrants, the age-sex pyramid of
2014 Georgian migrants has the following form (Fig. 2).

11



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

85+ Male Fgmale

7579 r1 Emigrants Immigrants @
70-74

5-9 1
1-4
0 1 1l

8,600 6,600 4,600 2,600 600 1,400 3,400 5,400 7,400

Figure 2Age-sex pyramid of the migrants in 2014.

Created in accordance with the data of the 2002-2014 Georgian population censuses
As opposed to 2002, by 2014 the share of Georgians in the national structure of emigrants rose
from 60.9 to 83.8%, especially among women (from 56.3 to 87.2%) and the share of other
nationalities decreased: Azerbaijanians to 5.9%, Armenians to 5.0%, Russians to 0.9%,
Ossetians to 0.7%, Greeks to 0.4%. At the same time, until 2000, the majority of these
nationalities returned to their homeland (except for Ossetians, whose considerable portion
remained on the territories of Akhalgori and Tskhinvali after the 2008 war between Russia and
Georgia), and today their emigration abroad, together with Georgians, is primarily determined
by employment and improvement of their financial conditions. Simultaneously, there was an
increase in the number of those emigrants who went abroad in order to study (from 6.6 to
11.0%), reunite with their families or create a new family.

The increase in the number of those people who wanted to create a new family or
return to their families is not surprising in the light of living abroad for a longer period of time.
If by 2000, up to 40% of emigrants lived abroad for more than 5 years, by 2014, this figure
rose to 68.8%. In comparison to those people, the share of the emigrants who lived abroad up
to 5 years decreased from 58.0% in 2002 to 18.5% in 2014. This indicates to the significant
decrease in the emigrants’ potential in Georgia.

By 2014, 70,8% of the emigrants worked, 10.3% studied, 5.6% searched for a job, and
a small portion underwent treatment (1.7%), as well as used social assistance (1.1%). 7,1% of
them has different reasons for being abroad and 3.4% did not specify as to their motivation for
emigrating.

It is noteworthy that if by 2002, 64.1% of the total number of emigrants lived in
Russian Federation, by 2014, after the war between Russia and Georgia, their number dwindled
2.5 times. The decrease in the number of women (from 56.7% to 11.5%) as well as men (from
69.4% to 34%) was also stipulated by the strict visa regime imposed by Russia against
Georgian citizens. Under these circumstances, the number of the migrants living abroad
remained the same in Turkey (11.3%), and increased in Italy (10.9%), in Germany (7.1%), in
the USA (5.7%), in Spain (4.1%), in France (3.7%) and in other countries. Furthermore, the
migrants, in the light of gender, are represented in the following way: the largest number of
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men (39.9%) lives in Russian Federation; their share in other countries varies from 3 to 8%. As
regards women, the largest number live in Greece (24.1%), then come Italy (17.0%), Turkey
(13.8%), Russia (11.5%), Germany (7.1%), and the USA (5.3%). Their number in other
countries is below 4%.

It is apparent from the data of the 2014 population census that from the total number
of the emigrants with higher, professional and secondary education almost half (49.3%) with
the share of more than 10% are represented in the following countries: in Russia (21.6%), in
Greece (16.2%), in Turkey (11.5%), and in Italy (11.1%). Among those people 64.4% of the
ones possessing higher education live in Russia, Italy, Greece, Germany and the USA.
Unfortunately, the majority of these people are principally illegal migrants working in the
spheres of teaching, engineering, medicine and technical fields. However, they do not employ
their own occupation, and therefore, occupy the place in the secondary labor market, which
causes their actual disqualification. Additionally, because of the high demand of the specialists
with higher education in Russia, the number of migrants would have been even higher if it was
not for the strict visa regime with Russia and the deportation of emigrants in 2010.

Furthermore, based on the analysis of the material of the 2014 population census, we
can assert that on every level of educational structure, the biggest share of those emigrants who
have higher education live in Germany, USA, Italy, Greece, Spain and France. As opposed to
them, the largest share of the emigrants with professional education falls on Greece, Russia and
Italy. With regard to the emigrants who possess only secondary education, their number in
Russia exceeds that of other countries, and they are highly represented in the general structure
of educational levels.

In connection to the emigration from regions abroad, albeit the fact that the data of the
2014 population census is not complete in terms of emigration, it still presents some insight.
According to the data of 2002-2014, in majority of cases, (88.5 thousand individuals) women
emigrants exceed that of the number of men, and a city population emigrated more often than
that of a village. The intensity of emigration is the highest from the regions of Imereti, Thilisi
and Kvemo Kartli. Guria, Adjara, Racha-Lechkhumi and Kvemo Svaneti are characterized by a
relatively low intensity of emigration. The high intensity of emigration from the regions is
stipulated by a relatively big population (high potential of emigration), and a low level of life —
poverty. In contrast to Adjara, a small size of population, together with poverty, a high level of
aging and consequently, the decrease in potential migrants in Guria, Racha-Lechkhumi and
Kvemo Svaneti determined the low intensity of emigration from those regions. With respect to
Adjara, the low level of emigration here is primarily determined by a relatively high income
generated from its resort potential, “pendulum migration”, established as a result of
neighboring Turkey, actually excludes a long-term migration, etc.

Generally, more than a million individuals took part in the inner migration in Georgia
(assuming all those people who changed their permanent place of residence within the borders
of Georgia). The majority of the inner migrants fall on Thilisi (33.1%) and then Imereti
(15.1%), Samegrelo-Svaneti (9.6%) and Kakheti (8.6%), which is stipulated by a high level of
unemployment in those regions. The least number of the inner migrants come from the regions
of Racha-Lechkhumi and Kvemo Svaneti (1.1%), Mtskheta-Mtianeti (3.3%) and Guria, where,
despite a high level of unemployment and poverty, the low number of migrants stems from a
high level of demographic aging.

Potential migrationof students in the near 5 years (2018-2023)
(General results of the research)

The general population censuses of the 2002 and 2014 manifested that among the
factors for emigrating abroad the two factors are essentially highlighted: employment and the
motivation to receive education. Taking into consideration the fact that in upper ages the
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migration potential of population gradually diminishes, whereas in youngsters, especially
among students, the motivation for going abroad is prominent, it is interesting to get their
opinions as potential migrants about the possible motives, reasons and factors of going abroad.

It became clear that 42.7% of the interviewed students plan on going abroad. Provided
there are more than 100 thousand students in Georgia, it follows that approximately 43-45
thousand students are determined to leave the country. The average duration for studying at
university level (baccalaureate, master’s) is nearly 4-5 years, taking into account the number of
the relevant contingent. Consequently, the contingent of those students who want to go abroad
reaches over 10 thousand on every course. At the time when, recently, the average number of
the youngsters enrolled at higher educational institutions is within 30-35 thousand.

It must be noted that the two main motives for exiting the country are receiving-
increasing education and getting a job. The share of the people who have those two motives is
more than 9/10 of the ones willing to go abroad. Approximately 3/5 of the people willing to go
abroad plan on leaving within the next 3 years, and 2/3 of them are determined to leave later.
The motivation to exit the country is higher among women than among men; as a result, 59.6%
of the interviewed student men and 52.0% of the women (on average — 55.6%) are prepared to
stay in the country.

Long-standing statistics of the world migration bears witness as to the fact that the
half of the migrants do not return home. The results of the mentioned research wholly fit into
this context, according to which nearly half of the people (49.8%) willing to go abroad plan to
return to their homeland. 47.0% of the ones willing to go abroad plan to make a decision about
staying abroad after graduating. 3.4% of the students reach a final decision to not return to their
homeland.

If we consider the number of the whole contingent of students, 5 thousand of the ones
who are willing to go abroad annually will make a decision whether to return or not after
finishing their studies abroad. Among those youngsters, 350-400 have already made up their
mind about not returning to Georgia. Based on the fact that the negative migration balance of
Georgian citizens annually amounts to nearly 15 thousand, we can assert that approximately
1/3 of those students consists of the contingent who have just finished their university studies,
as a rule first stage (baccalaureate) in Georgia and are leaving the country to seek education
and “try their luck”.

In contrast to the usual labor migrants, whose motivation to go abroad is based on the
wish to improve their trivial financial conditions, students’ decision, as the above-mentioned
data confirmed, carries a “binary” character — study and work (or both at the same time).

It merits mention that there is not a single clearly defined factor in the motivation to
go abroad. Several circumstances play defining role here. For example, 34.2% assumes that
there are more chances to find a job in Georgia once you get your diploma abroad; 12.1%
thinks that going abroad to study will give them an opportunity to find a job and stay there to
live. On top of that, among men to find a job is a prevalent motive, whereas women prefer to
employ themselves in studying.

The geography of exiting the country possesses multiple vectors and people primarily
are ready to depart for Germany (37.2%), the USA (16.8%), the United Kingdom (11.4%),
Italy (5.4%), France and Russia (3.4%).

The survey showed that nearly every fifth student (21.3%) does not speak any other
(foreign) languages save their own native tongue. Approximately half of the students (48.8%)
know English language, 22.4% speak Russian and 6.6% know German. In addition to that,
14.9% of the students are proficient in two languages and 3.4% in three. Among those students
who know Russian 56% also speaks another foreign language (51.9% speaks English and 4.1%
German).

Almost 3/5 of those who know English plans on moving to the countries (the USA,
the United Kingdom), where English is an official language. For the rest of them, knowledge of
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English is the means to enhance their education or find work in other countries. In this respect,
Germany deserves to be highlighted because of the fact that the contingent wanting to go there
exceeds 5.6 times the number of those students who are among the goers and also speak the
language (37.2% and 6.6% respectively)

In contrast to the mentioned, the number of people who want to go to Russia is 6.6
times lower than the number of those who speak Russian language. Among large countries,
Russia is the only one, where significantly less people want to go as opposed to the number of
those who know Russian. In the same way, the number of those individuals who want to depart
for Turkey exceeds nearly 1.6 times the number of those youngsters who know Turkish
language (2.4% and 1.4% respectively).

Amongst those people who know a foreign language, the quotient of knowing a
language is 1.18, which lags behind the average European indicator by almost 1.4 times
(European Union — 1.6 and more). It is interesting that 60% of the students of European Union
knew 2 and more languages in 2017. Furthermore, according to the situation in 2007 only 6%
of the students did not know any languages.

According to the 2017 data, the unemployment level among the youth below 25 years-
of-age is 28.9%, whereas among the rest of the population it is 2.3 times less and only 12.4%.
Moreover, the number of those who receive salaries within the students’ age range of 16-24 is
only 16.3%, whereas the same indicator for people aged 25 and above is 1.8 times higher and
amounts to 29.2%.

Therefore, low salary and generally unsatisfactory level of well-being, as well as a
low perspective of finding a job and a high rate of unemployment among the youth are the
primary factors, which substantially increase the youngster’s motivation to go abroad. Despite
the fact that today the contingent of those students who want to stay home exceeds almost 1.3
times the number of those students who plan on going abroad, from among the goers, who have
a distinctly determined time limit for staying abroad, the average time period of being abroad is
limited by nearly 2.5 years. However, it forces one to ponder that 43.4% of the goers do not
have an established determination about when they are going to return home. 3.9% confess
openly that they are permanently leaving Georgia, just when about 10 years ago the share of
such a contingent constituted 2.8% [Chelidze N. 2008: 103].

For a country like Georgia, which does not include a large number of population, the
readiness of the contingent of several tens of thousands of youngsters to go abroad and stay
there, poses a serious threat to the social-economic and demographic development of the
country.

Motivation for education

As the research showed us, within the structure of the Georgian students’ educational
needs the economic and business-administrative occupations are prominent (45.6%). In
addition, girls (46.7%) choose these specialties more often than boys (44.5%). According to the
chosen specialties, girls exceed boys in terms of natural sciences and social-political fields.
Humanities are equally chosen between the two genders, whereas in other fields, especially in
the field of engineering, the number of the boys exceeds that of the girls. It must be stressed
that the boys essentially study in the field of agriculture, which supposedly and sadly indicates
that the girls are less interested in the fields of agriculture and in small business.

Among the students who wish to go abroad, 26.9% of them intend to leave only in
order to continue their studies. However, the majority of those youngsters (59.0%) plan to mix
studying with a job. The share of the girls (63.6%) who want to go abroad only for their studies
is almost twice (1.7 times) the number of the boys.

Among those students who went abroad to study, 13.2% gave primacy to those
countries, where they expected a close relative or a friend to be living, who would assist them
if necessary. Those students who went abroad to continue studying, basically, took into
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consideration the following factors while deciding on a country: the existence of the university
or college where he/she wanted to carry on studying in the chosen country — 40.6%, more
possibilities of acquiring professional experience — 19.8%, more chances of employment —
17.6%; it is notable that the majority of the students (40.6%), essentially, choose the country
according to the desired university or college existing in the mentioned country. Under these
circumstances, the fact that 53.5% of the students have not chosen a university yet carries a
negative character.

From amongst the criteria of choosing a university or a college, students, primarily,
took into account the following factors: more chances of studying and working — 32.2%, the
opportunities to take part in various grant programs — 11.2%, more chances of internship —
10.6%. It is notable that 28.8% of the respondents did not answer to the survey questions,
which, in our opinion, indicates to the fact that they neglected the criteria of choosing an
educational institution.

It is interesting that the majority of the students (62.9%) want to continue studying on
a master’s program, 10.1% on doctoral programs, 2.2% on a medical residency, and 13.7% on
various short-term programs, which point to the students’ desire to get a high level professional
education. In this regard, it must be mentioned that only 9.4% of the students plan to carry on
studying abroad on bachelor programs.

It is also interesting that 65.5% of the students intend to continue studying in the field
of already acquired profession, 23.2% plan on choosing a related occupation, 17.3% go for
professions with a larger profile, and 5.6% plan to change their profession.

Based on the results of the research, 56.4% of the interviewed students plan to return
to their homeland, 50.2% will reach a decision whether to return or not after finishing their
studies, and 3% do not intend to return at all. If we consider the issue in light of gender, the
following picture will emerge: 52.6% of the girls and 45.7% of the boys will return in any case;
45.3% of the girls and 49.6% of the boys will make a decision about returning after they
graduate; 2.1% of the girls and 4.7% of the boys do not want to return to their country.

If we consider that a certain portion (even small) of the students will reach a decision
to not return to their country after graduating, it is possible that a fairly large number of
youngsters will stay abroad. This, on the one hand, will reduce the indicator of population
reproduction, which is low as it is, in terms of demography, and on the other hand, in terms of
economy, the country will lose a human capital possessing a high education [International
Migration Report 2015 Highlights UN New York, 2016].

Labor emigration

Today, the level of unemployment within the age group of below 25 is 28.9%,
whereas in the population aged above 25 the same indicator is 2.3 times lower and constitutes
only 12.4%. In comparison to the other part of the population, the level of economic activity is
1.6 times lower among youngsters (44.3% and 69.3% respectively) and almost twice as low the
level of employment (31.6% and 60.7% respectively). Amongst the youngsters aged below 25
only every third is employed and every sixth is a hired worker. This fact essentially increases
the motivation within the mentioned age group to emigrate for labor.

6.7% of the interviewed students intend to go abroad exclusively in order to start
working; the number of those people who plan to go abroad in order to mix studies and work is
nearly 4 times higher than the above-mentioned contingent.

The survey showed that a substantial number (44.5%) of the advanced bachelor and
master’s students are studying and working simultaneously. According to the most cautious
estimations, the number of the employed students in Georgia exceeds 30-35 thousand, which is
a third of the whole contingent of students.

The average monthly income of the students is fairly low, approximately 480 GEL
(479.8 GEL), because of their improper qualification, a random or a part-time job. This figure
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is substantially — nearly 2.2 times - lower compared to the income of those people who are
employed in the national industry.

To the following question: after graduation, when being offered a job, what would be
a minimum salary that you would agree to? According to the interviewed students’ answers,
the indicator of the estimated average salary amounted to 837 GEL. This figure exceeds almost
by % to the actual average salary of the employed students (480 GEL). However, the
mentioned figure lags behind the existing average monthly salary at the time of the survey by
almost %a.

In this regard, according to the data of 2017, the level of unemployment among the
youth aged below 25, compared to the other part of the population, is 2.3 times higher as was
mentioned before. Besides, the number of students receiving a salary among the age range of
16-24 is only 16.3%, whereas among the population aged 25 and above the said figure is 1.8
times higher and reaches 29.2%.

Within the next 3 years, because of the low salary in the country, nearly every fourth
of the employed students (24.4%) intends to go abroad. This figure substantially exceeds the
data derived from the analogous research 10 years ago, (in 2008 — 17.4%) [Chelidze N. 2008:
103].

In case of going abroad, more than half of those students (50.3%) already employed
think that the most acceptably type of work for them is based on the employment according to
their own occupation; 17.2% of the students think that the main factor is a high-paying job.
According to the survey of 2008, 58.8% of the students were willing to work on an illegal job
in case of emigration if they could not arrange for a legal one [Chelidze N. 2008: 103]. Our
research came to the conclusion that in case they cannot find a legal job abroad, a significant
number of them (62%) does not plan to start working illegally.

The students are only going to agree to work abroad if their salary will,
approximately, be at least 1000 dollars. This figure exceeds the average salary in Georgia
nearly 2.5 times, and 5 and more times - to the actual salary of the employed students in their
own country. The survey showed that the higher the students’ salary in their homeland, the
more their demands toward the salary abroad.

The correlation of the foreign salary with the actual figure earned at home is multiple
times more. In particular, on average, after finishing studies, a student is willing to start
working in his/her own country for the salary of minimum 837 GEL, whereas when starting a
job abroad the corresponding minimal bar, calculated in Georgian Lari, exceeds 2500 GEL (3
times more). In addition, this difference is the higher the lower the figure of the salary earned
at home. For instance, among the employees who earn 300 GEL this difference amounts to
8.35:1, whereas among those who earn more than 1000 GEL the mentioned figure reaches
nearly 2.7:1. The expectation of a high salary abroad is fairly great among the students, which
indicates that if the difference between the indicators of the high and low-paying jobs of the
students in their homeland is approximately 3.3:1, as a result of starting a job abroad, the
difference between the figures of the probable salaries there is within the boundaries of 30%.
This fact should be considered as the reflection of the respondents’ high optimism and the
expectations which are great, although not guaranteed.

The motivation of the student-youth to go abroad is unambiguously associated with
their financial position. This reason, as a motive to exit the country, was given by nearly 4/5
(78.6%) of the responding students. The contingent of the people who want to leave their
homeland is especially large among those students who see a lack of prospect in terms of
finding a suitable job (47.5% of the interviewed and 48.6% of the responding youth). In terms
of making a comparison, only every tenth of the interviewed students mentioned the
simplification of the visa regime as the motive to leave the country. Furthermore, while
mentioning various motives (hard financial position of a family, wish to save up some money);
the salaries of the employed students did not vary significantly from each other (approximately
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within the range of 1000 GEL). In our opinion, this is caused by the existential threat of the
impossibility of finding a job in own country.

In case of going abroad to work, most students — nearly half (49.8%) — associate the
prospect of a future job with their own occupation, which exceeds by almost 3-3 times other
acceptable circumstances.

The salary of those students who intend to go abroad to continue working is
considerably higher (by nearly 20%) than the salary of those students who are employed in
their country (580 and 480 GEL respectively). This indicates to the rather big motivations and
ambitions of the contingent of the students who want to leave the country.

The fact that the motivation for labor migration is great in Georgia, exerts a serious
influence not only on the demographic structure of the country’s population, but also on the
size of the money transactions conducted by the labor migrants in order to send money to
Georgia. Currently, among the population older than 15, the share of the youth younger than 25
is 15%, in the economically active population the figure is 9.4%, and in the economically
inactive population - 22.8%. With this in mind, by the most cautious estimations, 12-15% of
the money transfers conducted from abroad to Georgia fall on the mentioned age group. In
other words, only during 2011-2017, the youngsters aged below 25 conducted money
transactions from abroad amounting to at least 1.1-1.4 billion US dollars. This figure is 2.4-3.0
times higher than the size of the budget allocations expended from the budget of Georgia on
higher education during the same period, and is equal to the size of the income received by the
whole Georgian population during one calendar quarter. As we can observe, the size of the
transactions is quite solid, although, on the whole, against the background of the losses, which
are caused by the mass drain of the energetic, ambitious and competent youth, because of the
lack of employment in their own country, the effectiveness, economic and social profitability
of the mentioned transactions are significantly less noticeable.

Conclusion

The contribution of Georgia to the world’s international migration far exceeds (nearly
20 times!) the share of its population within the world population. Nowadays, approximately
1% of the world’s migrants come on Georgia. This fact indicates to the high mobility of the
Georgian population.

Until 2030, against the background of the positive net migration of the developed
countries, negative net migration remains to be Georgia’s essential tendency in terms of
external migration. Nevertheless, because of the decline in the migration potential, it is
expected that the negative balance will decrease quantitatively in time. Therefore, the
developed countries will still retain the status of the receiving country, and Georgia will remain
the distributor of migrants. By 2040, the net migration of the external migration of Georgia is
expected to be within the boundaries of a zero, that is, the quantity of goers and comers will
become equal.

In this regard, it is necessary to formulate a long-term and effective national migration
policy for the optimization of the internal and external migration processes (which the country
never before possessed), where the primary importance must be attached to creating
appropriate conditions in order for emigrants to return, as well as to solving the problems of
youth.
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RELATIONSHIP OF SOCIAL MARKET ECONOMIC CONCEPTION TOWARDS THE
MAIN SOCIAL VALUES
Expanded Summary

Conception of economic policy may be defined as general frame-conditions of
economic policy activity, its basis and indicator. When such conception is based on
rationality principle, it is well realized and steady system of general and dimensional aims. It
includes principles of discipline policy as well, compatible and conformal means towards the
aim. Conception of economic policy simplifies making of rational economic-political
decisions and gives opportunity to choose opportunities of activity in advance.

Economic discipline, which is the basis of the conception, is not an own goal. It is
the reflection of the main point of view existing in the society. We have to realize two
aspects of the market subjected to regulation, based on this, from which one is related to
management of coordinated system, and the second means establishment of the fact how
management of economic-political events is possible. Making of a decision depends on how
individual freedom and justness is defined with economic aspect. When the accent is made
on subjective perception regarding keeping of social status and justness, then market
coordination and private property autonomy, based on it, needs limitation and correction.
But if the accent is made on success and on the ability of an individual to appropriate
amendments introducing progress, then existence of material stimulus, together with high
level of subjective autonomy, is necessary. Their distribution is to be led by fully different,
but supportable and permissible results for everyone.

Ensuring of long-term political consensus is necessary for the conception to
perform its task and to become hard and durable basis of economic policy activity. It has to
stipulate that the economics is a structural circle of the whole system and there in its aims, is
part of more dimensional social aims. Separation of the conception and actual policy is
possible under influence of certain circumstances, despite the effort of the executor of
economic policy. The concept, as the indicator of practical aims, does not lose its
importance. If we refuse it, the following question will arise: by what can we replace it in
order to prevent danger of unadvised interventions? There is no lack of models, drawing
perfect condition of humans’ cohabitation, in world thinking. Such utopias gave impulses to
all encompassing public changes during centuries. Utopian theories, representing perfect
countries, are different from economic policy conception with its uncompromising character
and by the fact that its scientific control is impossible.

The main difficulty of utopian model of the society development is lack of
technologies dominating in societies. Crushing of experience shackles is tried in utopias and
the facts are represented, implementation of which is not performed yet. It is to be mentioned
that lack of technologies is not related only to projects of utopian societies. Utopias say
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nothing about the fact how moving of the society of the period, given in the history, into
future society is to be done technologically.

Conception of social market economics is an attempt to formulate certain type of
regulative market economics in the view of economic discipline policy. Relation of the
conception to the main public values is demonstrated in the fact that the power of making
decision while performance of individual liberty in the sphere of economics is transferred to
private individuals; Control of results of free competition, first of all, serves to the task of
insurance of justness, as conditions equally permissible to everyone;

Promoting economic safety means taking care about living conditions of an
individual as well, that is performed by means of accumulation of property and ensuring
social safety; Market coordination promotes the progress, which flows in the form of
competition based on controlled prices. It is clear that economic increase for settlement of
conflicts between liberty and justness, as well as between safety and progress, creates better
conditions.
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Doctor of Economic Science, Associated Professor
of Iv. Javakhishvili Thilisi State University

MANAGEMENT OF ORGANIZATIONAL BEHAVIOR OF OVERNMENTAL AND
MUNICIPAL EMPLOYEES AND THE WAYS OF PERFECTION

Expanded Summary

Theoretical and methodological issues of organizational behavior has been developed
on the given topic by such well known scientists as: M. Armstrong, G. Simon, D. Romans, P.
Blau, D. Znanetski, R. Makiver, T. Harsons and others.

In the structure of  organizational behavior are separated personal, group and
common organizational levels. As a result of study of social effect of groups’ behavior the
researchers, who are working on the given problem have come to the conclusion, that the
collective (group) methods of work organization and behavior have significant advantages
and priority compared to the individuals.

On the contemporary stage of public development particular importance is devoted to
the processing of efficient methods and forms of management of the governmental and
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municipal employees work manners and behavior. In the government and municipal system,
management of workers’ group is implemented with the help of organization culture, which
gives an opportunity to make it possible to use the possibilities and advantages of social-
cultural factors as much as possible. In particular, it facilitates determination of the main target
function of the government and municipal service, raising the professional activity culture of
the workers, usage of self-organized technologies ( organizational traditions and interpersonal
rituals and etc.) .

In increasing of working efficiency of the employees of the government and municipal
bodies on the contemporary stage of public development, the most attention is devoted to
the management of organization behavior of human activity of the employees working in the
given field. Unfortunately, from this point of view, there is a serious defect in Georgia. Now
briefly, about some of them:

No proper attention is paid to the effective management and activity of the government
and municipal personnel, methods and forms of processing and implementation;

It is still weakly targeted impact on organizational behavior , the primary task of which
is to set up the latest intermediate and distant tasks of the workers group and to engage the
workers in realization of these tasks.

Not very seldom, informational-communication system cannot provide rational
management of organizational behavior in the given sphere of activity. Its formation could not
be performed due to the significant interests of the organization;

Very often there is not an arranged system of business or service activity ;

In the system of government and municipal services management of working groups
are not implemented with the help of rising organization culture, as it is happened in
economically well developed countries. This does not allow to have possibility to be
maximally applied the possibilities and priorities of socio-cultural factors for their best.

To the direction of perfection Management of Organizational behavior of the
employees of Georgian Government and Municipal bodies, it is purposeful to be implemented
the following measures, as:

1) Special attention should be devoted to processing and introduction the efficient
means, methods and forms of government and municipal employees organizational
behavior. While managing organizational behavior such approaches as: a) determination of
specific situational and strategic priorities of behavior; b) Creation and establishment of
Communicative Interaction rational system; c) Elaboration and implementation of the methods
of work efficiency .

2) to devote much more attention to targeted impact on organizational behavior, the
primary task of which is to aim the nearest, intermediate and farther tasks and to involve the
employees in their realization;

3) In all sections of governmental and municipal services to be created information-
communication systems to provide rational management of organizational behavior;

4) To create  a system of assessing performance of the governmental and municipal
employee's work, which will ensure raising motivation for the workforce.

5) In the system of governmental and municipal services , while managing labor
groups, a special attention should be paid to organizational culture raising issues, in order to
receive maximal advantages and possibilities from the social-cultural factors.
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Doctor of Business Administration,
Associate Professor of Georgian Technical University
WAYS OF APPROXIMATION AND FURTHER COMPATIBILITY OF GEORGIAN
TRANSPORT SYSTEM WITH THE EUROPEAN AND INTERNATIONAL
STANDARDS

Summary. Georgia has greatly deepened relations with the EU in recent years, which has been
strengthened with the most powerful and comprehensive so-called EU-Georgia Association
Agreement in the history of EU-Georgia relations. Since then the relationships between EU
and Georgia have moved to a new, historically unprecedented level. The VI Title of the
Association Agreement deals with transport and related issues and, first of all, envisages
modernization of transport sphere and the introduction of European standards. The presented
article discusses the ways of approximation and further interoperability of Georgian transport
system with European and international standards and suggests specific proposals. The article
is prepared on the basis of the Young Scientists Grant (N YS-2016-41) of Shota Rustaveli
National Science Foundation.

Keywords: transport, standard, infrastructure, regulations, recommendations

Introduction

Geographical location has always defined the role and political and cultural progress of
South Caucasian countries, including Georgia, namely, being on the border of Caspian, Black
and Mediterranean seas and having the shortest trade bridge, which connected Asia and
Europe. During the Soviet empire, economics of the Caucasian republics, including transport
infrastructure, belonged only to outskirts, deadlocks and/or objects inside the country and did
not have a practical value in terms of the economic development and global integration in the
rest of the world.

It is natural that the perfection of foreign economic ties is the greatest reserve of
economic efficiency of each country. In the context of foreign economic ties, the EU market is
attractive for Georgia due to various advantages. In addition to considering the size and
significance of the complexity of the measures that the transport provides for the economy of
any country, it can be said that the modernization of Georgian transport system and adaptation
with European and international standards can become a key point and a powerful tool in the
further economic development and lead to achieving long-term goals.

Under the conditions of deepening economic globalization, the connection between
countries is unimaginable without international standards in transportation system. Taking into
consideration strategic geographical location, Georgia's urgent task at this stage is a new
understanding of the country's role in the global world and the necessity of acquiring additional
international functions, which cannot be achieved in accordance with all kinds of high
international standards without interconnecting transport with European systems. In this
context it should be noted that, due to enormous advantages, it is known that the preconditions
for integration into the European Union are to carry out certain economic and institutional
reforms, a set of criteria, without satisfying which EU membership and regional integration are
impossible.

In turn, the EU transport policy is currently under development. Its future depends on
the rational use of transport, the multimodal development of transportation, the improvement of
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competition, the efficiency, the comfort and speed of transporting passengers, the improvement
of services offered on transport, and the environmental impacts. Today's requirements
regarding the EU transport policy can be briefly formulated in the following standards:
Effectiveness, Safety and Environment.

That is why the improvement of transport infrastructure for Georgia and the approach to
European standards should be a crucial strategic task, especially for the economic and social
development of the country.

In fact, Georgia aims to integrate transport into European transport infrastructure and its
recognition as an integral part of the European transport system. In turn, the European Union
considers Georgia's European aspirations. The EU welcomes Georgia's readiness to deepen
cooperation in every field, including in the field of transport.

The article is prepared on the basis of the Young Scientists' Grant of the Shota Rustaveli
National Science Foundation (N YS-2016-41).

Main Part

As is known, with the support of special programs (such as TRASECA and INOGATE
etc.), for the last twenty years, the European Union, specific European countries and companies
have provided important measures to create, renovate and modernize all types of transportation
and general transport and energy projects in Georgia. In recent years, Georgia has greatly
deepened relations with the EU, which has been strengthened by the most powerful and
comprehensive so-called EU-Georgia Association Agreement in the history of EU-Georgia
relationship (The Agreement is officially called "Association Agreement on the one hand,
between the European Union and the European Atomic Energy Union and their Member States
and on the other, Georgia™), a part of which is "Deep and Comprehensive Free Trade Area
Agreement” DCFTA. With the signing of the agreement, relations between Georgia and the
European Union have moved to a new, historically unprecedented level.

The Association Agreement also includes a "Deep and Comprehensive Free Trade Area
Agreement”, which establishes a free trade regime between Georgia and the EU and contains
the main economic and trade mechanisms that are first and foremost useful for Georgia.

Georgia has taken obligations to achieve its aim through ensuring reforms in all
directions, including in the field of transport by considering the European Union's European
Transport Policy Guidelines and Recommendations.

Title VI of the Association Agreement between Georgia and the European Union relates
to cooperation in terms of transport. Transport and related issues are one of the important parts
of the contract. The Association Agreement with the European Union, first of all, envisages
modernization of the transport sphere and the introduction of European standards.

Having worked on special literature and sources we will present some recommendations
and views on the approximation of Georgia's transport system to European and international
standards and further compatibility:

1. First of all, in order to achieve this objective, the Government of Georgia
must recognize the political will and desire to actively work on the solution of existing
problems, proper financing at all levels of transport, transport policy, deepening relationship
between EU countries and international organizations, coordinated development and making
inter-state agreements. In this regard, the most important thing is "EU-Georgia Association
Agreement”, where Georgia undertakes to gradually get closer to international legal and
technical instruments, including in the sphere of transport.

The quality of achievement in all directions depends entirely on the ability of the
Georgian government to make recommendations and prioritized reforms in compliance with
international and European norms and principles.

2. In order to solve the interoperability with the transport systems and make
Georgian transport system actively involved in the international network, Georgia needs to
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develop an appropriate legislative base, gradually make it closer to EU legislation and
international legal tools in different areas, including transport, and harmonizing the relevant
laws, normative acts, technical regulations and regulatory rules with EU legislation.

The Annexes, together with the Association Agreement, include the specific legal acts
of the European Union and the deadline for the approximation of the Georgian legislation with
EU, what Georgia should do in accordance with agreed terms. It is about harmonizing the
existing legislation in the areas of four main transport - motor transport, rail transport, maritime
transport and air transport, and creation of mechanisms for their execution. The transport
activities of Georgia should be legally compliant with the international law of this sphere.

We believe that it is necessary to create a strategic national document for transport -
Georgia's national transport policy. "National Transportation Strategy", where the vision of
development of the economy of the country is determined by the challenges in the transport
sector. It should be noted here that the Government of Georgia is currently working on the
creation of this document.

3. Attention should be paid to improving the overall road infrastructure.
Namely:

v The necessary road infrastructure should include construction and rehabilitation works
of international, domestic and local roads;

v" must be controlled by road standards and characteristics of international standards;

v' It is necessary to monitor the damaged and subsequently rehabilitated sections,
continuation of restoration and reconstruction works on bridges and other artificial structures.

v' Complete rehabilitation and further development of highways and access roads to
commercial and service providers as well as roads leading to regional centres, main resorts,
historical and cultural monuments and neighboring countries, basic infrastructure etc.

4. 1t is important to continue active work on improving road safety on the Georgian
roads.

v' Mandatory technical check of the cars must be urgently introduced for all types of
transport to ensure that technical conditions of all cars are in compliance with the European
standards.

v' To ensure greater engagement and interoperability in international logistics systems, it
is necessary to modernize the Georgian automobile park and move to European standards of
service.

v" Motor vehicles participating in international traffic should be equipped with the so-
called “tachometers” for motor diagnostics and measuring transportation regimes, this high-
speed equipment provides motion and ecological safety, with other means of dimension,
weight and technical uniformity (this issue is currently regulated by Georgian legislation).

v' When implementing technical terms with Euro regulation, one of the main demands is
to enforce regulations related to road transport, namely, truck and passenger transport (more
than 9 people). The weight of load and dangerous cargo transportation should also be a subject
of regulation and control (this issue is currently regulated by Georgian legislation).

v Special attention should be paid to protecting the safety regulations of the means of
transport.

5. It is important to take into account the social aspects which involve improving the
social conditions of workers in all sectors of the transport, in order to successfully accomplish
the approximation and adaptation strategy of Georgia's transport system with European and
international standards. Namely:

v’ It is important to carry out pre-qualification training, certification and encourage the
further professional development of drivers, train operators, pilots and seafarers.

v’ Strict protection and monitoring of labor conditions, work and leisure time and hours
corresponding to the international standards of workers employed.
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v It is important to introduce alco and narcological checks for drivers on long-distance
and international routes.

v" It is necessary to make driving test requirements similar to European standards when
issuing the license of different categories and additional strict control of tests themselves.

v" Issues about passenger rights and liabilities as well as public transport services.

6. One of the main priorities of the country these days should be to attract foreign
investments and place them in the transportation sphere. After appropriate examination and
justification, the logistics centers of the appropriate standard should be constructed on border
territories, automobile and railway stations and airports, as well as in complex areas of
industrial facilities (factories).

7. Ensuring improvement of rail transport service including issues related to border
crossing procedures.

With the purpose of making the railroad transport compliant to Euro standards and
multi-modalities, the following should be done:

v Infrastructural and technical measures to be taken to ensure that the railway can be
used to transport heavier cargo.

v/ It is important to update damaged rails, rolling stock and wagons, strengthening
drainage system in bridges and tunnels.

v' The existing, old communication system on the Georgian railway should be replaced
with a brand new digital communication and signaling system which will improve
communication and ensure more mobile and timely movement of trains.

v' It Is necessary to continuously conduct rehabilitation and modernization of internal
motorways and power supply.

The implementation of these measures is important to ensure technical and security
conditions and interoperability with a single European railway zone to allow opening the
market and access to infrastructure. For approximation with European standards, it is necessary
to set tariffs for companies to access the railway infrastructure.

8. The transport system of Georgia is impossible without the development of marine
ports. For Marine Transport Development:

v' Marine infrastructure management standards should be further approached in
compliance with international rules and conventions.

v/ Restrict the amount of documentation, increase its informative content, decrease the
decision making time and improve quality.

v' Ensure effective and strict monitoring of the requirements of the port state control and
military policies, as well as the requirements of the Marine Environment Protection Committee
resolutions and International Maritime Organization (IMO) conventions on the safety of the
tankers.

v" In order to control activity, it will be good to introduce the internal auditors’ system
that will conduct relevant analysis each year.

9. As regards the specific measures to be taken in the direction of aviation, the air
transport sector is gradually getting closer to the EU based on the agreement "on the one hand
between the EU and its Member States and on the other hand, Unified Airspace of Georgia",
therefore:

v' There is a need to accelerate the approximation of international regulatory system in
the field of aviation.

v Security issues should be controlled strictly.

v' Domestic flights of the Georgian aviation companies should be encouraged especially
in areas popular with tourists.

v' It is important to carry out constant control of the relevant administrative bodies in
implementation of the relevant EU legislation.
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10. One of the fundamental and essential demands of the European Standards Policy
today is the reduction of adverse impacts on the environment and the development of
sustainable transport. Taking into account the Euro directions with this regard, one of the
priorities is to develop sustainable transport systems in Georgia that include all types of
transport. Particular attention should be made to ensuring ecologically clean, efficient and safe
transportation systems.

The quality of air cleanliness and the reduction of transport share in air pollution is a
significant challenge for Georgia. Sustainable development means not only dealing with
specific problems but also the introduction of concrete approaches. Namely:

v’ Strict control of fuel quality.

v Development of green transports and sustainable energy use.

v' Reinforce the relevant legislation against air pollution in main transportation means
and transportation and logistics centers.

v Various ways can be encouraged by the social and environmental aspects of business
involved in the transport sector, and so on.

Analysis of general and specific issues in the present work gives an opportunity to note
that the improvement of the Georgian transport system and its approximation to EU standards
is relevant both in terms of political, economic and practical terms.

Conclusion

Global processes and the pace of development in the world require gradual changes and
development of Georgia. The role of international economic relations is increasing particularly.
Today, as always, it is important to develop a common rule of international economic systems
and standards and to implement it in the economy of each country. Despite the fact that this
process is difficult and hard to adapt to different political, economic, social and historical and
cultural aspects and develops at different levels in different countries, the modern world still
characterizes countries and people to adapt to the global space. Today, it isvital for everyone to
engage in international processes and complete global integration.

Georgia can not avoid this movement can, which, despite its many problems, is an
active subject of modern globalization. This role is particularly high in geo-political context.
The transit function of Georgia was revealed by Geostrategy of Georgia — being located on the
verge of Europe-Asia. In addition, Georgia strives to join the EU and Euro-Atlantic structures
and is committed to Western values.

As a result of the survey, we conclude that the complex modernization of the transport
sector in accordance with the above recommendations is important for the approximation and
adaptation of Georgia's transport system with European and international standards.

We believe that the government's will and practical hand is essential for implementing
recommended measures to enable the country to fulfill its obligations, which is important for
the development of our country's well-being and turning it into a European state. Today, we
should note that effective steps are already been taken in this direction, but it is desirable that
the pace becomes more active, in this case, we often refer to the introduction and
implementation of specific regulations and standards, fragmented and time-sized procedures,
such as around technical inspections and other topical issues.

As mentioned above, the European Union takes Georgia's European aspirations into
consideration. The EU welcomes Georgia's readiness to deepen cooperation in all fields,
including transport, and seeks to normalize our country's transport infrastructure so that its
integration into the developed European transport system speeds up. To achieve this goal,
Georgia needs to develop appropriate legislative base, proper standard transportation and
transportation services.

Quality of cooperation with the European Union depends on the commitment of the
common values of Georgia and the ability of the country to implement the priorities of the EU
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in compliance with international and European norms and principles. The pace of development
of these relations will depend entirely on Georgia's commitment and the specific successes that
the country will achieve in the implementation of the obligations taken.
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NONPROFIT MEDICAL ORGANIZATIONS IN GEORGIAN HEALTHCARE
SYSTEM
Expanded Summary

There are several forms of ownership of medical organizations: Nonprofit, For-profit,
State-owned, Public-private partnership. Such diversity is mostly due to the particularities of
the medical market. However, there are predominantly two forms of ownership in Georgia —
for-profit and state-owned.

The most widespread form of ownership of health care organizations is the nonprofit
one. In Europe, nonprofit hospitals make more than 70-80% of the hospitals. Similarly, in US,
57% of the hospitals are nonprofit, while 26% are state-owned (public) and private for-profit
hospitals represent only 17%. Most of the physicians have private practice in profit and non-
profit hospitals.

Contrary to the above-mentioned, only two forms of ownership has developed in
Georgia. But, we should not disregard one important fact: before sovietization of Georgia,
charity hospitals existed in Georgia as well. For example, in Thilisi, on the place where the
former 9" hospital was situated, stood an infirmary next to the church of Andrew the Apsotle,
where the famous Georgian poet Vazha Pshavela passed away. The mentioned infirmary, like
other infirmaries of the time, was a nonprofit hospital. After 1921, with the eventual soviet
occupation of Georgia, nonprofit hospitals became state-owned healthcare organizations [4].
As a result, during the soviet period, there was only one form of ownership in Georgia — state
ownership. After regaining independence, private hospitals were added as well. Thus, at
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present, there are only two extremely radical forms of ownership of health care organizations
in Georgia — state-owned and private [5, 6].

Hence, we can say that since soviet times, Georgia has been off the path, which the
European countries took in terms of developing the health care system (forms of ownership of
healthcare organizations is one of the characteristics of the health care system).

According to data from 2013, 88,6% of the hospitals are private for-profit, among which
42% is owned by insurance companies, 29% by individuals, 18,4 by other types of companies
and 8% is state-owned. More than 80% of hospitals are owned by three private insurance
companies (Aldagi, GPI- holding, and Aversi/alfa). Private Insurance Company Aldagi owns
49% of the hospitals. Insurance Company GPI-holding owns 255 of hospitals. Insurance
Company Alfa owns 17% of hospitals.

It is important to take note of the following problems of the health care sector of
Georgia: Most hospitals have fewer than 50 beds (34% of the hospitals have between 11-20
beds; 17% - between 21-30; 41% - between 41-50). According by international experience, a
hospital with fewer than 50 beds cannot become for-profit. It is equally important to highlight
that certain types of health care services are not profitable; thus, the owners of the hospitals
have less interest to fund expensive services. Therefore, insurance companies that own
hospitals may not bear expenses for such types of medical service.

Very often, the word ‘nonprofit’ is misinterpreted and it is considered that such
organizations do not represent profitable enterprises. As a matter of fact, nonprofit, as well as
for-profit, or even the state medical institutions attempt to make a profit. They only differ in the
way they distribute the profit. Nonprofit hospitals are managed and run by boards composed of
physicians, society representatives, and managers. The profit hospitals are managed by
shareholders. To be more precise, nonprofit medical institutions do not distribute the profit to
the owners or the shareholders, unlike the for-profit medical institutions. The profit gained by
their work is distributed and spent on improvement of medical services that the hospital
provides, acquisition of tools and equipment for diagnostics, increasing the salaries of the
medical personnel of the hospital.

Besides the historically advantageous environment, nonprofit hospitals in western
countries had significant support from the governments. As the non-profit hospitals provide
service to poor and low-income patients, their activities are considered to be charity. Therefore,
their income and property is exempt from taxes. The tax benefits do not apply to profit
hospitals. Furthermore, profit hospitals have no right to receive public donations. Donations are
given to the non-profit hospitals to provide medical service to vulnerable population.

In Western Europe and US, trust in nonprofit medical services developed over the years
also played a role in the existence of non-profit hospitals. On the medical markets, where
consumers are less informed and do not have relevant education on the needs of healthcare
services, the great importance is attached to the trust-based relations. The patients tend to trust
towards nonprofit hospitals more than for-profit ones, as the latter are not focused on the profit
and doesn’t strive to take advantage of the patients’ lack of information.

In addition, the society overlooks the performance and governance of nonprofit
hospitals. Their policy is more flexible for implementation of the activities such as provision of
expensive medical service. In the non-profit hospitals doctors have more possibilities to
independently define the hospital policy, service provision, purchase the need medical
equipment and services. Due to this, non-profit hospitals better correspond to the financial
interest of doctors. In contrast to this in profit hospitals the gain is basically divided between
shareholders and state taxes; thus, the motivation of doctors is rather low. Therefore, the factor
of trust, public benefit, and financial interest of doctors is main basis for high number of non-
profit hospitals.
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The popularity of nonprofit hospitals is evident in certain cases, as 70% of US patients
prefer nonprofit hospitals, while only 13% go to for-profit ones. Even the medical personnel
prefer the nonprofit hospitals, as the majority of them work in nonprofit health care institutions.

It was mentioned above that one of the reasons contributing to the development of
nonprofit hospitals in the Western countries was the exemption from taxes. Thus, according to
the internal revenue code/tax code of Georgia, nonprofit organizations, which undertake
charity activities benefit from tax privileges. Charity organizations are exempt from corporate
income tax.

Despite the fact that an entry about nonprofit entities and their exemption from taxes
exists in the internal revenue code of Georgia, sheer existence on paper is not enough for the
development of nonprofit hospitals in Georgia. As the nonprofit health care institutions in
Georgia are underdeveloped, we can claim that there is a lack of motivation for the existence of
such institutions. Further elaboration of tax benefits and privileges in the revenue code is
necessary based on European experience. It is expedient to increase the role of nonprofit
hospitals on Georgia’s health care market.

Different forms of ownership of the medical organizations will increase the competition
between different forms of ownerships, which will improve access to health care services.
Most importantly, this will bring Georgia closer to the experience of the European countries.

30b6gL0
BUSINESS

71



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

Jes@odyi sbsmos
Jbm3040b s 3009d089G0 OB OGO
beonbydol b byardfogem 9boga@lbodgdo

boggmdgds s IgFocddgmds

©G9bozdy. bofodmggarmdo bgGom baamo beaosgn@-3manodosa@o o g0
bmdoya@mo 3Gmi b0 Jodwobs@gmdl. dsmo s@Gbo x50 093 Hj08 oG ds Fom-
dmydol gimo [9bosb (Leosgnam-g006mdoyado Fobmogowst) Jgmmydo gowoby
@sl: Gogemos ossbBadgdom odol mifds, Gmd J3@Gdsbydarmdo  Fo@mds@mmgewo
boliggds bsdeagnerm Boosbscgars bmios@ma@o© m@mogbBomgdaands omsgobmozoamds
6585 bGm g9,3mb6m0,50.

gl ogobgdmogo gomwasjdbgdo, beygosanad - Smarodoya@o aaroemgdgéol
33350935 bmsb gimog, aaeolibdmdl mbsbengmdol dsdgmosgr admo jgmoemomgmdols
sds@angdolbomgol bogodm bsdyay@mbyer bofdosbmdol dsmsano bsGobbols g,mbmdo @G0
0550b219300 93000 §5995G935 L, J0G 90 G0g do J0 J9Gde bogam@gdol Rarmde-go6 50-
830b wogobanargdols dys@m bobyardfonmgddog obGabggaryernsl; Limmgw j90-
drbo g @gdGogo  gGm0 Hmm3930L mogolanargds  gbws 0yerl go@mobdomydano
Jj6m8oy0% Lo Jdosbmds do  Fosmmaaro  bydoyidgdolbomgol, Gmd odsmds  Ji9959
dsfbodsgn o dgwgs o asdmommb.

obo@o bmgosw g@-g40bodoyg@o [gbdogolb g fdbol sy@momwo 59 25 [ge-
b9 J9Bb omgarob. Jolidy go@sbgerobmgol bogome goGosdsgsgro 39Gom@o, 3G0b-
G030, wom ol gogos@gm, dsg@msd, ghmggsGo bogbmm [oblgarol doybgosgso,
baygomos 90960305260 mgoanbs bmoloor (jgmogremymdol mbg), bodffabs@m, «gm-
KJO300 [[oG85930 by bd7do@0 s@GodoGman bmdog@os: dmbos bangmdol gGom byar by
2017 femol doarosbo dows sGm@ygbo 1990 [arol dgbodsdol dshggbgdger by boyargdo
0ge. b 895035 Jergemgbs-9o bgbds gobsso@mmds, dom Im@mol mogobygsamo bsyym-
@J3EH050  G00gH0M330L (sSbgmo  9@mogGmnmdgdom  godmfggaero  dmdogsool)

C

0@ bogds@0l mby by @sd500@ 35-85m050l93585¢3. sF0BMmI bsbo@mggdarm ws ogiz0-
@gdgaos od dods@mgargdom Jsg956590 jgergggdol goodhogagds @ bodgy@bye
bydogdisgd0b. bs bmgowmydol [o3@9d0l Jogm 3Gmdangdol ([omdmydobomgol bado-
G Ggbadlygdol germds-godmygbydols bogombgddo 5o@y59500) 8o8gds do byarob
d9[gmdo.

boggebde  bodgggdo: boyamdgds, bogam@gdmogo  g@mog@mmdgdo,  dgfs@dymds,

30bbglo, ImB0g5¢305, JgoarEE I35, J9BmJ9mBs, berzoseama mGogbdo@ydmemo
Jg6080295%0 LobBgds.

‘IgLogsgmo

Fom3mdmbdol mosb ssdosbo g9blEombodgdl ao®gdmdo, dmdgemoaig Lbgs-
olbgs 5730 gdgao bogm-boabgdolsgsb dgoagds: dogdos gb, Fysmo, Byg mg Lbgs
®53g. dobo 3bmg@mgde-s@lgdbmds Pdgommpss ©sgogdodgdygmo Jo®gsbogemo Jmm-
bmgboggdgdol (4535-1ds, hods, Logbmgmalio, a3o0mgbmdols yog@mdgan gds) s 3dsym-
Qo0 gdslmsb. 53sLmsb, Mmym@ ;3 yggams bbgs obsmbgbo s@ligds, mogowsb swsdosbo
4m3g9e0a 3500 dgabgogmo dgEgmre-aoms3gmgdols po®gdg dmobldods 0dols, Mo Ibe-
dbodggme bgogdmes d7bgdologseb. 83 30cmdgddo glydlgdols dgbmyoygemmds

72



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

dolimgols oblsgym@gdym 3Mmdegdsls 5@ Fomdmopagbos, mydEs, eOmms yobdsg-
@mdsdo, Jobo gmbogdygmo dgloda gdemdgdols yobgomomgdol dgegaswe, Lo@ysios
3M0b03gmop dgoggoms: go@gdml dogd dmdgdymmo bmpogdmo Loggmg swsdosbds
3980 mgmsnol d9ddbol Agly@lswp ©s dg@ol dmbdsmgool dmdEgd Lsdgom gosw
oJ0s. 5356 3o (s 5dol ggoemmdsbg O ™ol sbsfogmgdol gogasw IFs@Imygo-
09@60l bAsd) Isldo goshobs bogm-Logbgdol woygemgdols 0b@geglio, obyy yoym-
3085 396dmdglsggm@gmd@ogo 033y lio.

9L 353EMdMombdol asbgomamgbdols ol 3gMomeos, GmEglsi 9339 hodmysano-
5g0g@0s  sodosbgdols 3g@-bogmgdoe oo Gogbmd®ogo  ghHmmdmomdgdo —
3d0do@ogmo, mydas 35063 Lobmasmgds magolo godggggeo 0bdgdgligdom. o9
Lobmaomgdgol (st oJgl 360Tgbgenmds, olobo ghm syomsl bmgOmdgh my
dm8madodgbo 5@0sb) dybgbolisgasb gham dgbmygogmo Loghzg, Lowsa s@lgomdo-
Lomgol bako®m mgamsm-Loggmol Lobmasmgdol Fgg309d0l Bogd ao8mygbgds-
58 gools 3OMdagds oEys; dglisdsdobsw, ssdosbms ghmmdols gomo bsFogmols
dog® @gL@ligdols 360dgbganmgseb Fomls gyaagds. golioggdos, MmI ghmmdols Igmdyg
boFogls bogangdo gdggds. gl 3o 3g@dm Lsggm@gool bodbgdos. Gglig@lgdols Igenem-
dgeol, Mmdganoi byoogl, @mI domo asdmygbgdom dg@o Loggmol dgJdbs dgodangds,
‘dgbodsdolio boJdosbmdols 3m@ogsios ghbwgds.

* %k k¥

sdols dgdwgy 0Fygos goEmddomdols s@lgdmbdols mgoligdMogow sbago gdmds,
OmEgbsg  ssdosbgdols  3bmg®gdolgygmo  0bGgdglgdo Idosg@o  93o3doMEgds
Mg snols Jobs-s@Jmbol, Lsi7n®gdol 3Gmdegdals; dobo bsbosmols mgoligdmogo
(33800 gdgo0  25bs30Mmdgos, Gmama Fgbo, mgomn Labmasmgd®ogo gmagols
(335000 gdg6L. bLmEosgg@-930bmdogy®o Fymdoggdols (F9ldogol) hodmysamodgdsdo
Lo 3gm@gdol geo@dol 360dgbganmdsls, s 3gmegd@ogo gamogtnmdgdols gowsdfyggd
(Lodsbobm) babosml aoblsggm@gdom ¢lgsdps babl hggb Jgggebsdo smgyeo
Fagdol aobdogarmdsdo sdygoe@gdgemo opgmmmaos (JodJlobdo). dog®sd gl
g0 gbds doMomsps asdmoygbgdmes 0dobsmgol, M3 Fomdmhgbogrogm 396 dm
Lo ggmagdol  gdlsggs@o@dmeygao, Gga®glgmo s Jogmgdgemo  bosbosmo, sdols
Ambby 3o Fob FodmnFgumoygm Gm@smagmo LobgedFoxgm Lsggmndgdols g3odo@dglbomds,
Omam03 Fomdmgds-gobsfomgdsdo gamm Jomsmo dgogaosbmdols sdsdys®godgeno
Loggm@gdol gm®ds. o3 30m3oyobosls s dmbobamgmdols Lm@osgnyg@o ©si3gol
3503399 Fomow aoo§93900b Fukom o@ hoyggmros: Lobmasmgdols bsfoao ¢o@-
4 g5oms© 25bgFgm 3gddm bsggm@gdobswdo, dgodygams s dgu@oggdgemo aobos 0dom
dodsdm, gobi, dolo sb@om, sligm Lognmmgdshy woydebmdom ,Lbgolo dHmIols
bodxbg dwo®Egds”s bmalisi, dgodagds omdgsl, 3b0dgbgarmgbor oydsbobyws
399dmdgls 3gmagmddogo dm@ogsiEos — dogbgosgse 0dols, H®MI msgoe Losdmgbgdom
998 gd056  mgmom-Loggmgl, Ubggdol dogd  Jmbgdol woa®mggosl  olbobo
3obgosgdygmo Igdom Yyudgogh s Jomgsb Lobmaswmgd®ogo 0b@gmglgsols Fob
059496965l Imomnbmggb.

Lo 39m@gddog gemogtmmdgdbyg baabmdmogo boygds@o dobsobdgfmboeno 0bg-
b5 m30m boggm®gool aobds®@@gdom agofymm. Lsggm@gds s@ol ssdosbms dm@ols
Fomdmgdol, gobofomgdol, goggmolbs ©s dmbdodgbol 3GmEgldo  s@Lgdyeo
0309J® 90 gogdodgdols LobFgds, GmIamgdoi (gogdomgdo) oMz Gogdo [om-
dmgdol Lodgomgdgdol s dmbdamgdols Logbgdols domgolgdsl sboliosmgdl ws Fom-
dmgdol mysbobsiEool, Lodydom dsgrols (dOmdol) Fo@ddmgdols bbgs Rod@mdgdmsb
‘990950l baliosml gobadommdgdls.

boggom®gool bygdogd®gol dm@ols bsggom@gdol mdogd®gdol aobofoemgds Lo-
beyomgd®ogo ggesgfo®mdmgool dgngagobgs odmgowgdygeo, Logymmgdols sds my

73



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

038 gm@dsTo s@Olgdmdols mogoliyygemgds go sesdosbgdols (0bwogowgdols), dmgano
Lobmgsmgdol 39Fom8gmd@ogo Im@ogsiools 0b@gblogmdsls 2obs30®mdgdl. sdslimasb,
3320087 o@dmgdols ¢30Mggmgboe swodosbols dobogsbo ggbgdogg®o dolif@sxngdgdo
3obLobg@aglh (05@lgdml, 23o0mgbmds oog@dganmb); aoxsMmmgdymo  jgaog-
Fom3mgool dobgbow 3o, 30M39e0 Moy do, moga bs30Mgd®ogo JOmogammdgdomsb
3°dmIobstg 39FoMdgmdMogo (s Jmgosbsw dOmdoma) Im@ogsos y3ggerobgds.

Lo 3m@gds, AMAmA 3 §30mbmdogy@o 3oGgaMM0s, >©sdosbgol dm@ol gomo-
900m3gdL s Jomo 39306 3M0b303gdL godmbo@ogl. g30Mggmglo Logymmgdols
0309J®0b (bogmgdol, ©mgmsmnol, Jnbgdol, jododomol) slsgymmgdol s gsdmyg-
6900l godm. BoaMsd bsjnm®gods s dobo dmbsymgds dgVomdgmdmogo Lsdosbmdols
3°M9dg 5@ 5Algdmdl (Logdos®os Lodmamm «xsddo, s 5@ 3mbidg@yan dgdmb-

39390Lo 5 935JBgdby). Igbognm@gl mobpsymemomo Ly®gomo s 0dsbgbGy®o
dolF@ogg0s oJgl, gobodoml mgolo Loggm@gds, dobo Logbmdmogo ImEyamds,

0obsi gl Ligdgogmo goshbos gggems o gy Igbogymdgl ©s, dsdobswsdy, dmgen
Lobmyomgdsl. sdolomgol 3o dgfoddgmdss bako®m; oy bsggmmgds Fo®dmgdsdo
(39F503gmdsdo) o@ s@ol hodmygeo, ol s@s FoOEM 5@ 0bMYdS, sMS3gE Y33E0 g
003 5O @hgds s, Mmam® i §glio, e gdyemmdl.

Lo ggmagdols (gododogol) dgFs@dgmddog Lsddosbmdsdo hodmgs dgodengds
Lbbgowslbgsbsomso:

1. @mg@s gbsggmeg mgomnmb 3olegemdl Fomdmgbol m@asbobsiosl,
mog50 9Vg3> dgVomdgmdmog Loddosbmdsl s, dglodsdolsw, mgommbgyg
0mgoligdl dgJdboemo goligygemmdols 0d bosfoanl, @mdgemoi ol godo-
Bo by Jmwols, sa®gmgg Loggmodo dOmdol, m@ysbobosGm@dygamo s
397 om39mb@030 bokols sbsbmoymgdsls;

2. deEgbsa 3gbogymg msgolo Logymdgdol mdogddl (3o30doml) ggeols
Lobom Lbgabyg gosliglbgdls, g.o. Lbgol @oqgmdmdls godmlsygbgdmsm gom-
3399900 EAMOM S oM 33990 Lobwaydol gopsbrggobgdom;

3. amEglbsi gbsggmmg dobo Loggmdgool 89(sm8gmddog as8mygbgdsls
JoM0mdEsE oo 5bsbmay®gdom Imbowym (sdo®sggdym) 3Gmey-
Lombogn ddommnggergdl (Igbgxg®gdl) sbmdl, mgommb jo Logymagdols
Bod YL (5J3090b) Beomdls s Jslbg gdmbsgsm (pogowgbol) omgdl.

o3 bodogg dgdmbgggsdo Hggbh Loggmegdsl g3mbmdogndo mgsebsbmolom
gbgoogm, dobbglols gods@mgols s dolbo dgwgagools asobsfoemgdols g3mbmdogya
YO0 JONMdJomsb a35J3b boddg, Mmdmgdoi doGomspse bsggm@gdtogo gemoge-
03960056 258m30boMy gomodwgds: gl sMol YO®ogOmmdgdo Iglsggmegls ©s
oJodoggoygm 39doggdl dm@ol, Igbsgygmmgls s d9bgxg@l dm@ol, godo@omols
dglogygmagbs s d97s®3gl (ool Igbsgymmgl) Jmmol, 39Fs@Igls s dob dog®
5JoMoggoygm Lsdydom dognsls dmmol, dglognomdgls o Jmgen obosdhgh Lobm-
300mgosl dmaol. dog@sd gl YOHM0gMHmMd oo, GmIegdoi Lobmysmgdsdo Lsgym-
905bmob ©s353d0Mgd0m Yomndwgds, hggum gdmog, oyg@owoym Lodmbgado g393-
0bgds, Omam®O G Loggm@gdol (Igbsggm@ol) gxamgdgdo. ssdosbol Jiggol 3o
G993® 9oL o [glgol, dmImgdox Logymdgdol gumds-bodagdamdslnsb s@ols
og53doMgdyao, Jgg9boli 3obmbdpgdamds goblobmgmegl @mymmz Logymagdols
9B YOS

Loggom@gdol ga@gds s@ol 3o gggero do@obl, xagaol ob Labgandfoxml
6gdo-bg@goamols dgbsdsdolisw dob Logymmgdsdo s@bgdygmo Fos@dmgdols Lodyoeyg-

dg00m 0y Lbgs Jmbgdom Lotygdemmdols g gdsdmlbomgds; Logymmgdols g gds
dmoogl Jmbgdol (Loggm@gdol) R@mdsl, aodmygbgdsl o gobgadagsl (0039
Jo@oobo Logygm@gds), Go3 0yg@ooygae 3obmbgdls s Lbgs bo@ds@oya oJ@gddo
s0lsbgds. Loggmmgdol gamgdgdol 3obmbdpgdemdom In§glcoygoslt ws Lobgend-

74



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

Fogmgo@og ool yowglo 3609gbgenmds oJgl. dsmo Fygogmdom Lsbmasmmgdsdo
4o 0dgds Iglsggm@gms, sa®gmgg gbsgnm@gms s Loggmegdol s@IJmbgms me-
bolodosbmdols s Mobos®ligdmdols 30MmMdgdo, Mmsg0lgdedo bsbmaspmgd®ogo, g3m-
bemdogy@o s bbgs ,medsTol §gligoo®. boggm@gdol gaagdgddo g3odggmmgbow 0yey-
@olibdgos dgloggom@ol dogd mogolio Gglig@lgdols godmygbgdols s o3 godmygbgdols
O™ FomImJdbogo bodx gdols s Lotggdemols gobsfomgdols g gdsdmlboggds.

35dolosdy LYm@ge  og@owoygamo  bm@ds@ogemo o] goo s gameomgdls
Lo ggmagdols:

Ll gemdsl. bogyon®gool gaomods bo08bogl, mm3 gbs oy ob Fomdmgdols
Lodgogmgds, Lofo@dm, Jmbgds 5ds my 0d ogdooge b gobogyd 0@l g33mg-
bol s oo bbgsl (Lbgsl o3 Logygm@gdsby gamgds o@ o5J3b, o9 olbo dgem-
g0 5@ s@obs);

O 900mygbgdol. Loggm@gdols gsdmygbgds 606ogl, @mI Jolo Jggene-
3900 mogols Jmbgdsls (bogymdgdsls) 0ygbgdl s gms®o dgbgoyagdoledgd®;

L1 9obgotagol. Lognm@gdol gobiodygs, dgodamads omgsl, 9dsmenglo
YR gdss, OmEgbsig dgbsggmmgl msgolo by@gomoliodgd® dggdaos goslibgo-
Lol (yogoml, goohydml) bogymagds.

49500935 03930 Loggm@gdol gamgdols gobsfomgdols bsgdem aog@ -

@gdgmo o@ads - g.§. AOsLGo (0bam. GOYLE). HOSLGH Yo dgmobbdgds bodbagl,
@3 Igboggm@g bbgs 9d0gd@l gowsli3gdl msgolbo bsigm®gool ds@mgol ggemgosls,

@0l dgdgp bgandggd g gdols ot gddo mgommb 3o®aogl o@dsmad gRmgdsl,
hog@oml @{dybgdyamo 0@l LoddosbmdsTo. dogsmomolomgol, o3 Fgbom dglod-
g 939@ 05 bbgs 300bg 54309300 35390 0L (30 EFBgeols) Js@mgol ao@szgds.

353™3A0mdols obmosdo 3bmdognos Lsggm@gdols m@o @odo: 3g@dm ©
Lobmyomgddogo. 3g@dm gfmwgds bsggmagodsl, Gmoglsg Fo@mdmgdols bodygsagdg-
30 s bbgs Jmbgds (omgmomo) 3o 397 0bogoel, Lomyxsbm 399@bymodsls, go@mdsls
939mgbol. g.o. o3 egmsmol amdol, Lodygdemdbols ©s gobgodpagol YR gds
09M0EOYES© AoRMmMIgdygeos >3 19d0gdHgdby s dobo Imbdsmgds oy dg¥s@-
dgmdcdog LogdosbmosTo ho@mgs dbmeme o3 39@dm glogymdols 0b@gmglgoowsb
3°dmdobs®g s dobo Liy@dgogon bpgds.

Lobmaomgd@ogo s@ol Logym@gds, @mdmol gamdsby, aodmygbgdsbs ©s
30635023519 05b565@0 YR gds 5J3L Imgano Lobmasmgdol yggems §gg@b.

Lobmaomgdol aobgomsdgdols Lbgowalibgs 3g@ommdo ws Logggbydgdby Lfm-
G390 boggm®gool gl mdo Godo a393e0bgds aoblibgeggdymo gm@dgdols Lobom. dom
‘Ygbodsdolo gogodwgds mgom 3g9@bgmdmomdols Lobggdo.

4mggeo  Lobmyomgd®og-g4mbmdogy®o  gm®dsios  360gbgermgsbfomsw
dobomgols Esdobosbosmgdgemo  Loggym@gdols gm@dgdom aoblbgogogds. LoFomdmm
dogm gdols 535 19y 03 Mbgl gglisdsdgds Lomsbswm g3mbmdog@o gAmoghmmdgda. o3
PON0gAHNMY6do o sOLgoomo ©s oM yggymFomow aswsdFy3zgdo boggmdgd®ogo
PAN0JANMSJO0s.

Lobmgomgdol olGm@oygmo gobgomsdgdols 3GmEgldo bsggmndgd®ogo go-
00gOM6960, Jomo LEGYJH YOS s bobosmo o3gergomes dMsgsa@oibmgsbo ¢god-
BMG0L bgyogegbom, 0bgdmws gl mgmsmols YgJdbs-3gerogVs@mdmgos, dodsego900
mdgdol ob Lbgs odgemgdomo bmdgdols Lsdygsmgdom, dmamo@ogzy®o Gggmeny3ogdo,
Logobmbdpgdam oJBgo0 ey Lbgs dolm. 53 gaoargdgdol gogasm bsinm@gds
0@goEs shog gm®Igdl, GmImgdoi Fomdmgbol Lobmpspmgddog Fabl gobsdo-
Omdgdes (dgglodsdgdbms), sbomo YHM0gOHNMd ool 2s5b3dF 090> go Lomsbswom
Lo 3obmbdpgdam oJ@gdom bpgdmws (s brpgds).

3obgoboenmmn o3 gm@dgdol, Lobggdobs s Loghmme Lsgym@gdols smdmig-
bgdo-g5630m0M 930l Logombo olGm@oge s3gdddo. gb sygEomgdgemos Logymmgdols

75



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

>ALol, Logymgd®ogo POmog@mmdgdols ©s oEsdosbydol J3ggol LYm@sw asyg-
dolsmgols.

35GM30mdols Fobsgado@omolidydo gobgoms®gdols 3g@omedo gods@mby-
S0 oMo 0gm Lmgeols 3g@bgmds, bogrm Fos®dmgdols dJoMmomswo 3oGmds-dofs.
sdo@md aobdlsbmgMgemo Gmenoi doFol Lsggmmgdsl gzgmgbmes. doFobg Logym-
905L Labmaomgd®ogo, mgdy@o babosmo 3Jmbs: 3o 397en 5©sdosbl, Gmam®;
0bpogoeaydl, dggdenm dboemme  glodygdems dofom (Logygm®gdol mdogddom),
o3 ols mogosbh, Hmama g Fgbo, dofols Jgbsgymdg o@ ogm ©s 5@ (3 dgodan gdms
4e80g0ym, 30b50©sb IOHMmdols sdsao AFoMmBmgdba @ mdols godm sdmy owgdaso
390 06hgbs mogl. 5do@mad bsgmegdols 3o®ggaro Ligdogddo mgdo (Hmdo) ogm. doFols
Lo 37m@9d0l 30039800 BmATgdo 53ogMOMYms FIgommp dgozegs boggmgodsls
30mEYJdbg ©s 08 oMby, @mImomsi bpgdmes dofol ©sdydoggds (gbgs
Loggm@gdols 0m0gd@os). bsggm®gool mdogd@oe dofol ao®esddbs bmmogem-
©0gomMEs Sho-shago 30§ gdol smgoligdom, GmIagdoz sGog0l §39mgbms, saMgmgy
3500 o o3g00m, Lbgs mgdgdobsmgols Fo®mdggom.

LoFo@mdmm dogngdols obgomsmgdol, damdols bobmyswmgdbmogo wobsfoagdols
3o0M3sg900l, dOHmdol IFoMmBmgdbenyy@mdol bOwol Jgogyom Jodwobs®gmdos mg-
3900l sTas s 3gddm Igloggmdggdols yodmymas. Jmbgdbdogo gmsbslfmmmdols
DAoL s gogeol gobgoms®gdols ggommdoby Fomdmodbs Imbsmdgemmdgan o
399dm  Loggmmgds, @meglei bsggmegdol mdogddo, hggagegddog boggmglbosb
9OmeE, m3000 Lobmasmgdols godiygggeo bofomoi gobws (dmbgdo); ol wogyd-
bgdgeo ogm dJmbols Aol gJbdage@ozosby s gyMebmdmes dmboms dBMIols
‘9920l Inbsmdgemmdgmols 3og® Jomgolgdol. dmbsls jo sogoma®o Lognom®gds o6
aoohbes; dobo JOmds o oym ©oge3d0Mgdgmo oo IJmmbmgboengdols ©s ds-
450 950l ©mbglimsb, 5d0@m3 dognbg odomdfom3mgdbeny@o ogm.

doygbgosgo® megosh sbgmo bgas@oyg®o, pwggsbpgemo 3mbozoowsb ymgmsw
dogmgdgeo bobosmols, dngosbmdsdo 3gddm Logym@gdols Fomdmdbs 0dmsgomgy
9Om-90mo yzgesbg 3b0dgbgenmgsbo dmgmgbs 0gm goEmdMomdol ol@m@osdo, Gm-
dgendoi godmofgos, Logdosbmdsdo GoMmmmp hodmm s gobsgoms®s ssdosbols Iy-
dmJdgogdomoa, 3g9Fom3gmdmogo s bog@mme d@mdomo dgbsdargdemmdgdo, 2sobsd@-
303° dobo LG YLo dbgdsdo s 0l PEg3ebpge (3030 0bsE0sdE g Booygsebs.

‘g0 15939699630 godo@dmbgdyao baliosmo doomm ggmsama®ds bs mnmgdsd,
OmImols bLoggydggaels ggmeamol doFobyg Lsgnmmgds ©s 30056 sOmsgoliygasm,
053030 gdae amabms gJl3ege@oEos Fo@Mdmswagbs. s5dslmsb, Imbolsgsb gsblb-
3539900, 4ds (BgoEsmAs© ©53mM 30 dgeo g gbo) 9339 Logym®gddogo gemog@-
0mdgdol go@mdmdogo Imbsfomng (Lydogd®o) oym, gobsowsb Isl Jofol dizomyg
6533900 s dob slindydoggdemo boko®m Fomdmgdols Lodygsmgdgdo aoohbos (dom-
050, Jofs ggmsmols boggmndgds oym, bogm msgse yds aangbo — 360dgbganmgsb-
Voo ggmesmg®o bsinn®mgool mdogddo). msgolo damdol dgogaol o bsf ol
49> geogbo odgangdomo §glom gobslibgoligdos dofols Igloggm@ol Lobsmygdemme -
Lodgdoml  Igbdgemgdols o6 bo@Gydomydo @gbGols Lobom. dofoli ggmsmydo
Lognm@gds 0gm 30Gmgbyeno, 300500 53030 ogm gdols 0g@Ms®Jogmo gogdodgdom
‘dgbeygyga-dgdmgsdamagao bsggm@gds. dogbgosgsm sdobs, gds aagbol damds,
dmbols AOMIsLmsb go®gdom, gudm 3Fs@mdmgdanyg@o ogm.

QgmEsm o babmgsmgbol Foomdogg Fomdmodgs gomogtimmdgdo, Gmdang-
503 3G 0g4m s 353 oM oo 3FoMdmgoemols dofoliodo dodsg@gdolinsh. msgobygse
agbms Fgtom 39Gdm bs3gmmgdslimsb gomsw, o s@lgomdws dofols bsjgmmgdo-
Logob aodmymegom, ggmesmy@o ©sdmogdgmgdologsb msgoliggom Jogmsgen
bgenmbsbms Lsggm@gds, @mdamgdoi (bgenmlibgdo) sFom8mgdmbgb golsgowaw aodbe-
g0 3OmEdL. dogbgrsgs 0dols, MmI byganmlbgdo 53]Mgddo 0gzbgb aogdmos-

76



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

bgd o ©s gl 93obsbligbgarbo Mgaesdgb@oosl i gg0bgb 350 Logdosbmosl, abobo
3005050 ©5IMYY300gdge0 0943696 s 2odmEomEbgb Mmam® 3 Fo®dmgdols Lsdgem g-
3950l s 3OMEgJE00l dgesdmgdom gsbiom 39390980 dgbsgymmggdo. bgemmbsbms
390dm Ls370@gos Jnenosbs® 93o3do®egds Lolombanm Fomdmgdsl ws goigmsl,
>do@md dobo bydogd@dgdo Lombgadfesmdmgdem gdow 4393 0bgds. JoBmagos, gb V-
oo LoJmbgaFo®ddmgds ogm, dog@sd ol doobz odagmes  godo@smol@y®o
PON0gAHNMdgools sdys@gdoliomngol syEomgdgmo oa®Mmggdols yodyggyeo Imniy-
edols 9943600 bodygom gdsb.

LaboJmbenm 9@mogtnmdgdols 356300050900l jgoemdsby gOmago®0 ©sbsbe-
3900 ©YAMMZESM BYMEsEgdlsE, HMIgmmms 3o3mygbgds dgodam gdmws Fomdmgdols
Lbgo LoFgolgdbg mdasbobgdolomgols.

LoFo@mdmm dogngdols, Lobsjmbarm Fo@mdmgdol aobgomsmgdols s godo@omols
300390 5Fgg00m0 ©sa®mggdols dgogaeo Fomdmodgs godo@smoligyo ggddm bo-
390Mgds. SLgmo bsggmegdolosmgols mogomsb sdsbalinsmgdgano ogm ¢ dygsam 3F s@-
dmgdgmms oo bsfomol IOmdols Is@g@osgyg@o 3oMmmdgdoliogsh, dmym@ g Logyn-
0960l mdogJBobogsb, LOymo aomodgs (2odmygmes). gobsowsb ggmpsemydo Fymdo-
gd0ls 30Mmmdgddo dgdogms oo YIgBglmods ©sgogdoMgdygaos bogaols dgya-
bgmdsls s dofoli Loggmamgdsbmsb, 3odo@smol@ygao 3g@dm Loggmdgdols Fomdmd-
3bol >0 gdbemds dmombmgs (s gobbm@Mzogm s jowgi) bmgaols Idamdgano
dobobangmdols Loggm®gdol gdld@madosEost s mgom dnbsbagmdols ©s3oggdeemo
doFgdologeb gobpggbol. 30l Jgogase d9oddbs aagbgdologseb godmmsgolyyeny-
a0 dofobyg Jbbgogmo 39Mdm Lognmmgds s gohbes 3o®Mmgbymaw mogoliggsmo,
9406m30 960 Aglig@dbgdol (odes dOmIols) sM3Jmby ssdosbgdols sbs. g.o. Lo-
390Mgds  aomogolygeos  JoMmgbymo  sdmgopgdgmgdolspasb, dgoddbs, obyg
30350, ,bLgRms” 39@dm bsggm@gos.

Loggm@gdb@ogds 9@mog@mnmdgdds, 3.9. mgom 3ghdm Losggm@gdsd, ©@oosb
hodmyomodgdols, LgHombygemo 3gmomgdgdo yoboiows. XVII bayinbgdo gg@msols
39959090 o33300M9d 9@ o30@s@olY@ 3gMdm Lognm@gdsl, Fadomo LsJmbgen-
Fomdmgdol dbgoglo, gogdodo dJmbos LoloJmbenm (omdmgdsls s aoigenslionsb,
o453 03 aobbbgoggdom, @M of Jo@mdmgdol Lsdygoemgdgdo, Fo®ddmgdols dmfymdols
Qe s©-d5@ g@Hosgryg@o Hglydlgdo doMomsse babmgswmgdol ghmo (3ot g) bsfo-
@ols bgendo oym, GmIganlisg o3 Boligygmmdols IgFomdgmdmogam godmygbgdols dgwog-
350 35bAPS-2oBsOMMgbols JmF0goEos aoshbos. Lobmysmgdols @sbo®hgh boFogls
SLgmo Lodgoegogoo (go30@owo) o@ oJal, dop@sd [omdmgdol dgmeyg syiomgdgeno
35JBm@0l - o3y dom dognols (IO mdol) dgamdgenos, Gmdols yodmygbgdolisggb dols
dombmgbogmgdgdol s dogmgogmgdols bydgoamo gdodagdl. Fomdmgdol o3 m@o
25JBMA0L byd0g]Bgool dsbs@by Vgbggo@mol dgogase brgds Fomdmgdol mmgs-
bobo30, HMIganlsi bogydgmse goggh godo@smols dgbsigmmals (39Fs@dols) Bogm
3530@omols 258mygbgds o Lodydom dognol @oJodsggds. dgmsbbdgdols m@ogy
199609JB0 d5boMbg MmogolygRsmos s @ sds®sigool dglsdsdobow owgdls bodgym-
bgm Logdosbmdol Ygogase dgddbogro 3@mEyd@ol ggmgboan Foel. o3 Fogrols
bob@aMgdols oMy 53 go3o@oolBo Indzowgdl Fo@mdmgdsl bganls s as0mgols
(25dm0ygbgol 39FomdgmdMogo) godo@oml s @3 d9ds aolifggl dOmIsL: oy
39 dobomgols gb Foano (bganggsbo) ™Il Laggolig@os, gododsmaliGolbogol dols Jogd
domgdygmo  dmggds  Igfoddgmddogo  Loddosbmdol, sp®gmgg mogdggoggdol  ©s
35V g0 @olgol Lobmoy®os - @md 3ob go 5@ Jmobdsds sy 3mbsp®gdym-oy®m-
30g00 EMZE M0, SModgE s50sbs IgFo®dgmdado 03 goMsgom, MmI 5g5blLodg-
dabyg dg@ Jmggdol s0dMbgdl. dgfdbogno 3emwy]Bol @ Fglsggm@gl (godo0-
BomoliGo - godo@ogmols gloggmdyg, 39ds - IOmBols Iglsgym@g) dmdol goboFogmgds

7



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

mo30bygs@ dobodby dmmbmgbols s dofmgdol 3obmbols dmJdgwgdosb @odmd-
©obodg bpgods.

S3obmob, @oEasbsi Sdbmemy@do mogolynsmo dobos®o Ibmmmp mgm-
070 ©5Tggdss, SEdom, 5O gl YOHMogAmmdgdos Mgom@oe (sdlmay@y@o)
0530l Ro@0, 456Lo3gm@gdom 3o 3o30@saobdol gobgoms®gdols s@obogan, Lio§yols
39M0mEdo, @mEgbsz 60b@Mol 3mboyb]duds momdol gmggmmgol godo@smol-
Bolmgol s@0l Lolodagdanm, dsbo®o dJmgosbmdsdo gnem godo@smobBolss, dols
3930 Ladygomgds 53l o® Fogogl dgmsbbdgdsby, godyg Jol mbE®Ms3gb@L. I9ds my
b5bo@bg hodmysmodgdae 300mdgdbg 5@ womsbbdws, Joddogom dmygogds, bogm
‘doddogools o gdoymxzomgdols s LogmEbaol gos®hgbols 3gbGo jodo@smols aob@-
ol gbsggme g Jolf@oxgdoby deogmos ¢gdgges@. 3ol gds@gos go30@ogmmasb
Jgoomgdom dOmdol 9ROM sdsgo gesb@ogy®dmds. 3sTobowsdy, gododsmol@o
hgggergd®og 0dobg dgBol Jomgdsl omfggl, @o@ ol bods@maosbow (g.0. jododow-
by, Logmma® bodls s dOMIsbyg, goFgge @olzbg) giamgbol, dsbodbg dobmgols
39M3obgb@d o  bgmbsgdgan  3mboyb@y@dsbmsb ©sgogdodgdom ol dmygdsby
9Oma35@ b3dgAl 0@gdl. LFm@go glos ghmagado gjlsegs@sios, gjlseys@siools
Fgomm, s 5@ ob, HmMI @od oy gdsl dbmame dOmds Jdbol, bogm jodo@smob@o
dob boFol (bgedgd mo®gdgagdsl) gbsigomagdbmo olsigmndgdl, amam®g dsls
o JLolRgoo 53® 303900bgb.

PAOMMS 3obdoganmdsdo, Igdoms gensbolbmgol dsb@ol gl sBsbgebog@geno
3060996390 go30Boobdol yobgoms®gdslmsb, 3gddm godo@sgolidygdo Logyo-
060l mgoligd@og gerom gdols, Igdoms gaosbols m@asbobgdyammdols 363 03goslL
> dob BoGg@osmydse dmddgogmgdoslmsb (ob Ly gx@m IgBo Jmbgdol dgls-
390 g bgds — 30300bsMmgmdl 9.7, ,bogym@gdols ogybos”) ghmew olig ogengds,
Amd doboBdY woJodsggdye FyTogms 3mboEogdo dgompgds, bogm s@sbgelisy-
A gemds 3300090, O53, Ladmamme, asbsfoamgdbomo gHmoghmmdgdol mgoligddog
(330 gdgddo gosob@Egds — bgm YuO™m 0339390 © JOgds gJldgnys@sios. o3
B9begbiosd glsdgmms gowsdg@gdgmo 0bBgblogmdsi go doowml, @oi gobsfo-
@ 9d00  YOM0gHMMEgdL slggg ©osdobobygol; oy Iydoms m@bobgdymmds
(30m93353d0Mgd0) Imbm3maroy@ doamds®gmdsdo s@dmhbegds (o 39FoM8gmdmogo
LoJdosbmdols dm@ogsEool 360dgbgenmgab d9d30Mgdsls aobododmdgdl s bgenls
5omgdobgdl 39Fomdgl  godo@omol odsbwgdaby, 9udm Jg@ol Imbds®gdols b
1d0dy g0l 3ob), gl g3mbmdoggdo bewols Igb@gko gobogds.

Lo 3g0®gool woggbos - Lobyigeomgool dgpgase dgfemdgmdmogo Lsgdos-
bemdol @gbya@o@ol gobsfomgdsdo dmdbps®o (3g3enom gdgdo 0degbsw LgBombyao
04m, GmI Jomo smdbodgbgmo L3gaosmymdo Gg@doboi go dgdmgows g309b6mdo @
0 gm@osdo ,Foemddogo gzmbmdogzol® Lobgafmegdom (gl 3Omdmgds wsdydsgy-
900 53l 0baaoligan g306m3obEL, bmdgeol 30gdool @oy®gsdl xgodl gogs® e
dob). godo@oobdols yobgomomgdsdo gl gemoagdgdo doMomswsm 3g-19 Lagsybols
dm@ml sofym s Igmdg Abmyaom mdol gdpymd 3gHomedo oligmo LgBombyeo
bolosmo doopm, GmI g3mbmdogol sbogo dmegmmols (bmEosgygdoo mGogbGodg-
900 Lodsbdm g3mbmdogols) hodmyemodgdsbyg wsofym Loygds@a. mabsiz gl dgigems
93030900 Fglom 3o 5@ Indbps@s, sModge gammyioyg@se. bosban ggdo dggbm
33e0ogVomdmgdol LEO9J@®ol yggems d9domagbgen bofoml - Fo@dmgdsl, gobsfo-
0 gdols, goigmsli o Jmbdo®gdsl. sdobmob, gl 33momgdgdo Yomodwgdbmws Gm-
2003 LHoJog@se (mogolbygomo dob@oll mgomb@dygmymas), oby dgabgdoyemew
(bobgedFoxml, 30mgso33009d0l, dmgmo bsbmysmgdols I3gemds gog3gmogn-
‘dmdoa gbobsm Lol gds bods@maosbmdols LafFyoligdby).

0golgddoge JgoEgoms ggmdm gododomol@ygdo Logymmgdols s@lo Lasgizom
Lobmyomgdgddo, @mdagddog (godos 0dols, @md olobo msgobmsgse dbodgbgerm-

78



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

35bFo@o© xa9896 boggn@gdsl Fomdmawygbgb s o@s 3g@dm — 0bwogomaem @)
BoOmgo-35b3oMygol gen 9n3dm JgHop dgloggmdggdo 3o @ bebggeymagb,
205990 o JoMsggdyeo 3GmgBglombsmo d9bgxg®9d0; 303w0bsMmgmdls ws Ly gu®™
>890 330G o - 396300l go30@om - Lo ggm®gdolspsb aobom jgg9ds.

Lo ggmegdb@ogo gemogtmmogdols asz9momdmdogngdols Bgbwgbools 3ob3@go-
(39%5d0  sEgdom Amals sSByYmgol gdmg@sGogmo LobgedFogm (bobgedform
Logngm@gos). gl 9356513690 bdodo@ oJBoyg@dmdl g3mbmdogol LEsdogy®o asbgo-
050960l bygandgFymdsdo, 3Fg039 LmEosa@g®o 3Omdagdgdols dmggedgdsdo, 3dobo-
Lgeno o9 bbgs ddodyg dmgemgbgools msgomsb s@ogmgosdo. Lobgadfogm LE®OYIHy-
0900 Lobmasmgdsdo dbsdo Jnbgdo@ogo msbslfm@mmdol Lako®m ©s dglsdanm
dobFemdgool, In@osbmdsdo 3g@dmls3gm@gd®ogo gOmog@mmdgdols msbdpggo bgye-
BogHo Bgbwgbzogdol 9933930L Bobbgdl gdlisbydgods dbodgbgermgebfomsw. Lo-
bgendfogm Loggm@gdols godgggaeo bmdon gybjiombod@gds dnwosbmdbdsdo byenls
9Vygmol 3g99mbgmd@ogo  LoMmygmggool yowomabgs-odmggsl, 8936090 ne-@Ggd-
bogy®o odygdols s Bodsdmyagdgdols (3.9. oblogym@gdom RubpsdgbBymo ao-
dm 33 gg9d0l) @obJo@gdyan  asbgomamgdsl, Jggybol @gaombgdols gzmbmdogygdo
damdotgmdols m3@odogy® asdmmebad®gdal, bgas@oyg®o gimemyoy®o Imgeng-
bgdols @noggoaosl s ibg.

303080 - 396300l 3o30@om - Loggmdgoobspsb aobiom 393900l aom@dsgy-
b5-25633 3039059 o obimsb s gogdoMgdyads ddotmggemdomo (dgbgx g@ern)
AHmdol godo@oe - Logngmagdolspob godmymesd asdmofgos ol, @md gohmygedom
d300Egds s LybEgds 3gddmbsgm@gdmogo 9Yamgdgdo ©s 3b0dgbgamgbow go-
bR a0s 3gMdm Loggmmgdols dogns (ols Igloggm@gms goegldoy® dogs@ yom-
©5036930); 5F53RAMYEOE FoOOMFRIOS ©> 3@ 3599 Vomo aowadfy3gHho brgds
ddodmggams gggbol, dgbgxggdol Gmao; Gmyme3 bdodsw s@bodbsggb, oo
53l 3do@mggenmdom GggmenEosl. 4ggemoxngdds dsb 3™ obsgmgm mgmagdo-
30U ol bodygoemgds, 25939093065 JommembmBogmo sliggbs 0ol momdsby, ™I
05b5dgMmgg go30domolGyg@o Loggmmgds dmgmo bobmyspmgdols 0b@gmglgols
99Loby@mgds.

bgdmm Jdgmopsb dgodengds ©ogoliggbom, G®I godo@omob@y®dds jg@dm Lo-
390M 965, Mmyme ;3 0bpogoysmg®ds Logym®gdsd, aom3gggmfomse ©s oMy
9306m30399M0 GOM0gHMMIgdols ghmsgAmo 2obdsdoMmmdgdaols 3oMgsbogaro Gmeno
©s, (o3 PROm  3bodgbgammgsbos, dgogoms ImJdggdols  bolosmo. sdo@md
>®3LFm@0 0dbgdms 3o30GomoliGy®d 9HmogHmmdgdbg sdysmgdymo mygebogeno
39V 5®39mdM030 oJd056mds (50bbglin) aobglsbwg@dmm Gmam@ i dnmosbo 39®bm
3930@ s olbBy@o. mgom Ggadobo ,zo30@s@oly@ol® bdo@gds 3o 3obmbbmdogdos,
30bo0sb  go30@Gomols 3bgds  doMomsps 0d  PAMogAmmbdgdols SALL  Slobagl,
03 gdoz IgYoMmdgmdcog Lo Jdosbmdsdo goenodwgds.

dgodengds  omJgol, @mI gl mogolygomo Igiomdgmdols 3@m0bi03goby
®2560bgd gm0 Fo@mdmgdolomgol 360dgbgamgsbfomaw wodsbslbosmgdgaas, 3g®dm
L5370 0955Lmsb gOmo, X980 (JNO3MASE0Ym0) ©s LobgadFogm Lsgndgds.
dobobmgds, GmdgmoE Loddmg® 3mmo@dgzmbmdosdo oym  aods@mbgdyao, ©s
OmIaols Jobgogom Lobmysmgddog Lsgym@gdsl Ibmenmo gmgoa LmEosmold
b5b5390 5@ lgdygae LobgamdFogm o gmagd@oyg® bsigmagdsl 9fmegdobgb, 3@0b-
(303go© sOslfm@os. Lobmaswmgd®ogos 360dgbganmgsbFomom xayayco sjiom-
by geo bs3gm@gdss; basdaom gododsmo badsom LaFyoligdbyg wodysmgdygemo bobm-
3o0MgoM030, SLimE0Mgdgmo 3odoGosmos. gl boggmagdol jmegd@oyg@o, jm@3mes-
(307900 s 0bpogoysamo Logym@gdols dgaFydol megolgdy®o Fo@mdmbsdbos s
o byggms bobols 39@dm Lo ggom@gds.

79



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

dm39d7e0ds by gemdsd 0@ 9bes sBmgols dmsdgkmomgds, momJml wemggsb-
g0 go3o@omob@yg®o LolEgds ymggmago®o Fobsomdwgamddogo dmgan gbgdols
390999 gomsAEds, MomJob o 53bmeE G Y@M 0 Y®o bsgym®gd®ogo gOmoy-
OMM3gd0s ©IYsMgdgao. bagdos@os gobgoms®gdols baghmm @g9bogbzogdbyg, G™I-
0 96doi (01939, A®AMO G §obgomsdgdgmo J3946g00l bmEosma®d - 93mbmdo g
damdo®gmdsdo) dgg@os  Foboomdpgymds, 3GMmomgds, @mdggdoi oM 339y
300mdgdls s 3gMomegddo bsgdome 3F 3039 boliosnls omgdl.

Lodobdm g3mbmdogols gggems Jgggebodo odgedop odggo®gdgamos Lisggm-
6960l g yg@doobdo, Lobmgswmgdol Fg30m9d0l Ly@gomols dgbsdsdoboe yggemasb
>0 ligdmdl o Fodygobo swyomo 35300 03539 gOmygadom babgdgagmom 39@dm
Lo ggmagdsl. gl go 0dsls bodbogl, @md bdybggamymgommos g3mbmdoggdo ©gdms-
53005, 93006md0 3990 MmogoligRagds, MmIgao 2obsdo®mmdgol (Amam® 3 dsboliy®o
dmgagbs) dmeo@ogy®d ©gdmyds@osl, 3mamo@ogy® mogolygmgdsl. g.o. ssdosbo,
0bpogoo mgoliyggsmos 0dols s@hggebdo, my Gmyma@, G gm@don Jmdgzowgdls ol
bgenls bobbgll (IgFomdgmdmog boddosbmdsl) - wodmygomgdbemaw, Gmyma3 gHdm
(0bogoysmamo) dgFomdg 0 bbgs 3gbs3mMggdmab gosg@mosbgdls 5b aooliglbgdls
0530l godoBol, @o oMol dJobmgols bgalogdgeno, Fomdmgdol m@asbobsiools
OmamA0 Ge®ds> 0dbgds Jolmgol 9udm bodygdemosbo, yuam dmygdosbo; ols mgoliy-
Qo0 53ogMM s mgobo dgdmbsgaols (Jmggdol) aodmygbgdsdo. 3omggen Moy do
3gLoggm@gms gl dmBogsEos - bgdgoagdo (3ol 5ol bganolgnagdol dgosmgdbom
1960dgbgem  bgyegengbs, @odmdwobotg Loghomm  LobgedFogm  s3mEsbgdowmsb,
Lobosgobe 399Mbgmdols dngnosbsw gobgoms@gdols s dobo 3o 3ggero odagdols
139(30530400056) 35b5300MdgdL 0oL, M gl megobygxsamo dgFsmBgmdol Jg9y9-
6900 gogMmger gdgeos (2obbmyswgdgma) bsigmnmgdols d9degao gmmdgdo: obwo-
300 39adm  Loggm@gds;  gm@gddogto  (3mm3gascogmo)  bsigndmgds;
Lobgedfogm Loggm@gds s dg@ggao bsggmagos.

Ao 3bmgMgosdo (bbgswslbgs womagddo, Lobgadfoxnmgddo, Mgyombgd-
‘d0) 23bggds boggmagool o8 gm®mdgdols aoblbgsggdygao Lobgmdgdo, bsigmmgdols o9
3obbmasEgdgmo gm@dgdol Lbgswslbbgsbso®o Fodgdo. yodws sdobs, sOlgdmdls
Loggomdgotogo gxagdgool @obgo®gds: dgodmgds, dogsmomsw, Lsggm@gools
9ds@en glio R gos (obgomygs) 3Jmbogl gom glszgm@gl, asdmygbgdols s germ-
b0l ggegds 3o Igmdgl (bggb dogd bgdmm bobligbgdo G@sli@o). LogBmme, Logyo-
9603 YO00gMnmdgdl [oddmgdol wggzsbogamo mmysbobsizool @gogmdsdo
9o @mngmo bslosmo gl s gl LoMmygarg aoblbsgym@gdomn Losgzom Lobmys-
©Om9ydol s dom Abgogl Lofyolgdbg dmdgo Lbgs Lodgy®mbgm bydogdBgol sbalos-
0gol. LosgEom Lobmgsmgdol (s dobmsbs gm®do®gdgdol) Mgomey@o 3od0@ oo
Jo@osbmdsdo 360gbgenmgobfomsm a4b30mboMgdl @myme(3 MMIMMaE04eo
3530 oe0; dobo bsddosbmdols dgogaol Lmgnoygd bofoml Lssgaom Lsbmpswm-
96530 dmdydogg §93M900 s oJodoggdyamo 39ds3960 g9Ragdosh s yodmoygbgdgb
(256029096). sdsgBMY@sE, mommgyeo sjEombgdo (Boygbgosgse 0dols, Idomdls
09 >G> [Igomme Lobmysmgdsdo) Lobmasmgdol Logdosbmdol dgwgagdomsb
0mgdl dgdmlogoml wogopgbegdols bobom, ao8mdpobamyg dol Logym®gdsdo s@lg-
b0 530900l My mdowsb (g.0. dJobo 0bpogogsy®o jododsmol Lowowowsh).
30dsbosdy, sJaombgdgamo  Loggmdgds 3g@dm  obpogoeqsmgdo  Logym@gdols
30 9dB0g0 (LobmasMgd®0g) Logym@gos ms30lgdymo yomesddbs-gomwalsbgols
Ygga0s. Loggmmgdol sjEombydyga gm@dsl go  dgBse 360dgbgenmgsbo swyoeo

939305 §3980o 3obgomsdgdga J3ggobsdo.
Loggm@gdol geomds, dolio aoblzo®agols gamgds aobsFymol dglsggmdgl dolbo

Pgbo@hgbgdo-gob@olisggh, gl gob@ws go bsggm@gool dg9Fe@Igmdmog Lsdosbm-
b45do 2odmygbgdomss dglisdangdgano. Logym@gdols 33eogfomdmgdsdo hodmgs 3o

80



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

60dbogl, @md Iglsgymeg ghmggds 3mbiydgbEoge dMdmesdo, gobsowsb Lsls-
Jobenm 9@M0gHmmdgdol 30Mmmdgddo Lodgymbgm Logdosbmds 0dsbgb@ s dg@m-
Jgmddogos, sygEomgdmsm Jgx00M9osl yeolbdmol. dsdobowasdy, dgfomdgmdmog
LoJdosbmdols @md dgopgol bgarl, dgbsgnmdgd (mg ol gdgemme Fomdsmmgl
Vomdmgdol) o6 dols Bogd  sJodoggoynmds ddotmggaeds  (3gbgxg®ds)  ybws
3°dm0h0obmb dglsdsdolo Imbomdbgds, boko, Lab@osbmds, 3mbs s Ybodo, sms >3
359JMmbdsdo owgdomo dgogyo doomml. sligs gl ygmgganmgol, sbigm 3o@mdgddos
Fo®dmgdsdo hodmygmo godo@ogols gamgdmog yggers dgbsggmdg s ddo@mggeno.
35dobosadyg, gdodygdls @s gggems ImboFoggl Lodpgdmosbo Loddosbmds — d@mdo-
bo3gb, 3g®dm Loggm@gods (gododomo) Fo@mdmbobpgds Losbanols dodogdgen dFom-
3mgdeny® dogma. g.0. dgodengds 0mJgols, godo@oml, Mmamag bsggmagdsls, dgdm -
39093000 3963053 oJ3L. Bobo YgdmJdgogdommds 3o 50bbglido 3mygmmdl sliobgsb.

6> 0Jds 9bps, yggms 5©odosbl 0@ ofgl dobbgldgbols (3gFsmdgmd@oga)
Bogob@o. Loddol m@asbobsigos s godmmans, 3mdg@ogeo bsddosbmdols gbodo
0bgmogg msbpsgmaomo bokos, sendom, GMamA3, dspsmomsw, Iglogmbols, dbo-
bomdbol 56 Lbgs @adyol bgenmgsbolis. bodog@o, gbodosbo dobbglidgbgdo, dgodagds
0mJgsl, bagobols, J39960l @Ml gmbeos®. 530¢m3 Lobmaswomgds, Lobgedfogm
43905890 9bos 539mgdegl boodobme, GmI ssdosbgddo 39§ s®dgmdmdogo biygano
(b)) go o6 hoJ@gl, s@sdge doJlodsey@ow asdgmogbegl, aobgomemogl s goo-
‘dogoml.

b0bbglidghmds - gl sGol 3 gd0, IMogMbem s os3gmem M50dg shogmo ob yosyd-
xm3gbm 9339 >OLgomo; d9Fomdgmds @gommdse oJ3ggl Idsgom Loob@dgdglm
0ol mogoliggem dgfoddgmdsdo bOygmse godmoygbgds swsdosbols dgbgd®ogo
3580g3dmygomgmds, dobo 03sbgbdygdo dol{moggds mgom@gomobsiools s mgom-
05333000 950L5396. sdobmob, Imsdgl o Loggmg mogolo mgobsmgols, IgFo@dg (dob-
b9L39b0) 3mJdggdl Lobmgowmgdol Labs®ygdemme. gobsowsb 3mdg@mools JoMomswo
dm@ogo  gFomdol  Loggmeto  Fo@gdosydo  ©s  dmGosamedo  degmdsdgmbdols
3563@ 3039055, b0bbglidgbo adymgdygmos gobyFyg9derog 0goJOml s 0dmJdgomls,
999000 s 03mgmb sbogo 3bgdo s yosFygg@om gdgdo. 3gfo®dgmds g9@ 0@obls, s@
959900 dMsmosl, dmddgomdsls s dJmybgdol. sdsg@dmygmaw d9Fs@mdgmddogo
LoJdosbmdobomgol sygEoemgdgemds 3g@mdgmded s@ gbps godmofgoml dycdo s
Lodgegogno, ymggen dgdmbgggsdo, IgFo®dg, oligg Loggmodo 0b@gdglgdowsb gs8ma-
©obomyg, 9bps gEomb hsobdml, dmmmyml sligmo aobfymds, gaoemlb ogml Lbgg-
bdolsedo @mosgnyy@o.

Sligm aobVymdoe-Jdgogosl dJmgen g3mbmdogsdo yobyiyggderog 9bos 9Fymdwogl
bgenls Lobgardfoxgm Jmgeo msgolo dgbsdagdbanmdgbdom odobsmgol, ™I dobbglo,
39V 5®3gmd@0g0 LoJdosbmods doJbodogy@s® Loba®agdam aobwgl Gmam® G mogow
d9Fomdols, sbggg Jmgano Lobmyswmgdoliomgol.

sbiggbs

bgdolbdogmdo  Jggybols bo‘bm?)og)mgbob 390 Emgmdol  qbOgbggmymaols
Lsddgdo 360dgbgarmgsbo dmeo 9390360l 0dsl, M9 AmamE 53l dob yomogolgdyeno
0gobo Lodgy@bgm bsJdosbmdol yobdlobmgmgao (Lodobolim) dobgbgdo (bsggom®go-
0030 YO00gONMdgd0 s dom JogH aodm{ggyeno boJdosbmdol Im@ogsos) s Gm-
300 0496901 dom Lolydmggaro Jgogyol (Jgmomemgmdols sdsmangdols) dobowm§ggem.
05306 0LEMA05T0  3oMdMomds  Logym@gdol Mm@ gm@dol oEbmdws - 39@dm
Loggm@godsl o babmgomgddog Loggm@gdsl. domo mobss®@ligdbmds ©s msbogs®-
EMds  Aobo3odmdgdes bmEosgy@-g3mbmdogydo Falbdogols s@bLlL, g3mb6mdogy®o
boddosbmdols Ggbya@o@dl. sdobmsb, 3g@dm Loggm@gdsl, Gmyma sesdosbgdols
39V o®3gmddogo 0y dongosbo Igy@bgmddogo Logdosbmdol dm@ogsiools gobdlsb-

81



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

wgdga  Lgdlb@obiosl, gmggmmgol doMomswo, gods@mbgdgmmo  syomo  g353o.
Lfmage o3 ghmoghomdgddo 3om33gge, domo boygzgmgbm dgbodgds s dglodeng-
danmdgdol godmygbgds 0dbgds hggbl Jggysbsdo Lm@osemygdo m@ogbGocool ©s,
mg@sm-boggmol bOwol mgsmbsb@olomn Jowsmdgogaosbo Fo®ddmgdols Fgliol
Fomdo@gdom  0533300Mgdo-35bg0mo@gdols,  dmbobamgmdols  3bmgmgdols  w©mbols
sdoengdols sdmabols oesFyzg@ol ghm-g@hmo doGomaswo bodygosagos.

259myggbgdgmo @odgds@ @
1. ggmbmdogygdo wgdbogmbo. 2001, 30meg. o Lognopsdol bgerddmgsby-
gomdom. mdogolol Lsbgandfoxm 9bogg@lodgdol godmdgdmmds. -
ndogolo.

2. Jodomygmo gboli obdodBgdomo @gdlogmbo. 1986. g@Om@EmIggeo. Jm.
A gs5]dmm0 5®b. hoJmdsgs. mdoanolo.

3. KewmnGenn P., Makkouesn, Crennu P. Bpro. 1992. Dxonomuxkc, T. I — Mocksa,
n3g. “Pecy6iuka’.

Viadimer Basaria
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PROPERTY AND ENTREPRENEURSHIP
Expanded Summary

For almost three decades, Georgia has been in a difficult process of moving from
one economic formation to another. Along with the social and political outcomes achieved in
this transition period, the situation in the pure economic sense (human welfare) is so severe,
which causes many reasons. Among them is one of the main causes of the decline of the
economic development of the society (its economic structures) - the lack of private property
and the lack of ownership in the use of incompatibility.

Property, as an economic category, expresses the relationship between people and
their behavior. But there is no property without entrepreneurship. If the property is not
involved in the enterprise, property does not grow, it remains unchainged and usually
decreases.

From the day of creation privet property relationships was changed. Even those
changes, which occurred during the development of capitalism, were so impressive and
serious, that got a special term, in which they came to the economic theory under the title
"equity economy"’.

The essence of private capitalist property has been substantially changed in equity
societies - owners do not provide joint stocks even more, but hired professional managers do;
more and more positive role is in improving the relations of a democratic state (state property).

These and other processes related to property relations,
allowed western economic theorists to make the right conclusion that modern capitalist
property serves the interests of the whole community (society).

In fact, capitalist private property, as individual property, has lost the role of the
determinant of economic relations. That's why it would be incorrect to determine, that the
business based on capitalist relations as a whole private capitalist. It can be said that today the
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organizational structure of free entrepreneurship principle is characterized by a considerable
characteristic of private property, group (corporate) and state ownership.

The idea, which was dominated by Soviet economic theory, according to which
public property could only be the state and collective property of the socialist camp, is wrong -
the ownership of the shareholder society is public; equity capital, based on retairement capital,
is public capital. This is a kind of collective, corporate and individual property merger, and not
a clean type of private property.

In addition, in the democratic states the individual: is free to choose how, in what
way make business; will unite its equity with others or independently start business; decides,
what form of organizing the product will be more profitable and more profitable for him. This
proprietary charge, protected by democratic countries, determines in free countries that the
following forms of ownership are: individual private property; collective (cooperative)
property; state ownership and mixed property. In addition, there are also ranks of ownership
rights: for example, a higher right of ownership (disposal) may have one owner, the right to use
and own — the other one.

Generally the poroperty relationships are very difficult in the reality of today's
production organization, and these difficulties are especially characteristic to joint-stock
companies. The real capital of the joint stock company is operating as corporate capital; a solid
part of the outcome of its activities is owned and used by the working members of the joint
stock company and its hired workers. At the same time, each shareholder receives incomes in
the form of dividends. Therefore the shareholder's property is the result of transfer of private
individual property into collective (public) ownership — and, as you know, the shareholding
form of ownership will be the most important place in all developed countries.

Ownership of the property, the right to dispose it - spurs the owner to maintain —
increase property. And this increase is possible only through business. Involvement in property
ownership means that the owner is involved in a competitive struggle. Therefore, private
ownership (capital) will be the productive force of the novelty.

That’s why the society, state should do everything to develop and dissolve
entrepreneurial (ownership) spirit (the charge).

The two forms of human ownership - private property and public ownership - had
historically always coexistenced, and it’s still the essence of socio-economic order, of the result
of economic activity. In addition, the private property as the entrepreneurial determinant of
people's entrepreneurial motivation is always in the dominant position. In this respect, we have
to understand that their best combination and use should be the main means of improving the
economic development of our country, of raising the welfare of the population.

Keywords: Property, property relations, entrepreneurship, business, motivation, welfare,
rivalry, socially oriented economic system.
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Iza Bukia
PhD Candidate at the Thilisi State University

THE ESTONIAN MODEL OF PROFIT TAX — THE PROSPECT OF ECONOMIC
GROWTH
Expanded Summary

The most part of Georgia’s budget (approximately 92%) is made up of tax revenues,
that is why it is very important to implement such legislative amendments, which, on the one
hand, business and entrepreneurs will be tailored and on the other hand, to mobilize budget
founds. Therefore, it is very important to consider the change, which refers to the replacement of
the existing profit tax model with the Estonian model (since January 1, 2017). The above
mentioned change is a challenge for the Georgian economy, because budget revenues are
reduced by 400 million GEL per year in terms of profit tax. However, it is a great stimulus for
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entrepreneurs, because they have the opportunity of not levying tax of reinvestment profit,
which is a guarantee of business expansion.

Distributed profit tax in Estonia it has already been working for 18 years and it is
regulated by The Income Tax Act, which entered into force in 2000. Distributed profit tax is
subject to taxation:

1. Distributed profit;

2. Payroll benefits of employees;

3. Gift, donation and representation expenses;

4. Some expenses and/or deduction that are not related to the company’s entrepreneurial
activities.

It should be noted, that the distributed profit tax and income tax rate is the same (20%),
whereas, company tax profit and financial profit are equal to each other. (Which is different
from the Georgian model operating until 2017).

As to the profit tax model acting on January 1, 2017, the taxable profit of a resident
enterprise was taxable profit (15%). It was defined as the difference between the taxable income
of the taxpayer and considering the deductions by this Code.

The profit tax model, which came into force from 2017, (Rate remained the same —
15%) the object of taxation for a resident enterprise is defined as follows:

1. Distributed profit; (Distributed profit is profit, which is distributed by the enterprise
as a dividend to its partner, in cash or non-monetary form)

2. Costs incurred or other payments, which is not related to economic activity;

3. Deliver the goods/services and/or provide cash for free;

4. The cost of representative expenditure of the amount exceeding the limit set by this
Code.

As regards, commercial bank, credit union, insurance organization, microfinance
organization and pawnshop, whereas, the person who works in the systematic-electronic form
of the totalizator in this part of the activity, for them the object of taxation remained the same
until January 1, 2019 - so it is the difference between the taxable income of the taxpayer and
the considering the deductions by this Code in the calendar year.

If we look at its results in Estonia, revenues from the profit tax after the adoption of
this model (2000) are dramatically reduced, however, since 2003, it has reached the mark of
the reform (1999 — 107 million). Here also should be considered the economic crisis in the
post-reform period and as well as reduced profit tax rate from 26% to 20% (since the rate has
already been 20% since 2015), which was held in Estonia in 2000-2017. However, in spite of
this, the amount which has received from the profit tax in 2015 has reached its maximum
(approximately 425 million). Distributed profit tax model may be considered a defective that it
is not spread massively and short-term perspective has a negative result, because budgetary
revenues are decreasing in profit tax margin. This may result in a budget deficit. In the case of
Georgia, the profit tax rate in the budget revenues varied between 12-13% (about 800-900
million GEL), which has a big impact total tax revenues. After the launch of the Estonian
model, according to the results of 2017, the profit tax rate in tax revenues is 7.7% (756 million
GEL), whereas profit tax is reduced approximately by 300 million GEL.

However, it should be noted, when the initiative was announced by the Government
about this expected change in 2015 (which was adopted by the Law on Parliament of Georgia
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on 13.05.2016 — N5092, so it come into force from 01 January 2017), in order to reduce the
expected budget deficit, the government has adopted a humber of decisions such as: increase
excise tax (periodically different products), reduction of costs incurred by various structural
units. For example: if we compare profit and excise taxes in 2011-2015, the profit tax rate is
relatively high than excise, but announcement of the initiative of legislative about the Estonian
model of profit tax (2015), since the budget deficit was expected, in order to balance it, the
excise rate has increased periodically on various products, which led to the equalization of
revenues from profit and excise taxes in 2016 and in 2017, when this legislative amendment
has already entered into force about a new model of taxation of profit tax, as expected,
revenues from profit tax decreased, however, tax revenue from excise dramatically exceeded
the share of profit tax. That's an expected (approximately 400 million) deficits, have filled up
an excise tax in 2017, which made it possible to be relatively balanced budget deficit caused by
the introduction of the Estonian model by taxing profit.

As we mentioned, this change is a part of the tax policy considered for a long term,
its goal is to create a tax system that stimulates entrepreneurial activity, increase the volume of
capital, improve the investment environment, because in turn, developed business and tax
system are mechanisms for promoting economic development, which will be a major push for
economic growth in the long term.
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In the beginning of the 21st century, almost all countries with advanced economies are
interested in to promote regional innovation systems and clusters development policy, thus
raise country’s national competitiveness as an opportunity of economic growth and
development.

Many examples of world practice demonstrate that the clustered form of the production
is most favorable for the innovative process. Cluster helps the cooperation of interested bodies,
forming the region’s unique competences, focusing enterprises and organizations in a specific
area.

The main task of modern Georgian economy is to activate innovative processes and to
move it to innovative development. In this regard, special attention is paid to the tasks relating
to innovation clusters as an independent event.

Georgia should form a combination of favorable factors for innovative development.
For supporting Clusters should be created a system of state measures and mechanisms to
increase the competitiveness of enterprises, clusters in the region and increase innovations.

Cluster’s concept’s acceleration will promote the development of small innovative
businesses in Georgia and regions. Support and creation of clustered structures can become the
reason of the state’s and each territorial entity’s progress.

Country’s or region’s cluster policy is a "cluster initiative" portfolio that deals with the
effects and risks caused by the cluster creation. "Cluster Initiative" is the process of creating
and developing a specific cluster that can be formed by region’s community, firms and other
active institutions.

The clear examples of innovative clusters of foreign countries are:

[0 USA - 380 clusters, Specialized in - Computer Technologies. Cluster -
"Silicon Valley". Homeland of the world famous companies: Intel, AMD, Oracle, Apple,
Cisco, Yahoo !

[0 France - 96 clusters, Specialized in - pharmaceutical and cosmetics.
Production of food products. Cluster - "Cosmetic Valley" - 600 enterprises, the world
leader in the production of cosmetics.

[0 India - 106 clusters, Specialized in - Computer Technologies. The turnover of
IT sectors in India is about 70 billion dollars.

[ Iltaly - 206 clusters, Specialized in - production of consumer goods and food
products. Cluster - "Sassuolo": 330 million cubic meters of ceramic tiles per year 3 billion
euros.

However, despite all of the above-mentioned advantages, there is no universal concept
of Clusters Development in Georgia. The concept of "cluster" is not approved by the
legislation. In this conditions the Cluster policy is gaining a particular importance.

Cluster Policy is a system of state measures and mechanisms for supporting clusters,
ensuring the growth of competitiveness of enterprises in clusters, as well as introduction of
innovations. It is collection of clusters initiatives. The necessity of supporting and sustaining
innovative clusters is confirmed by many arguments.

Improvement of clusters development and creation for Georgia can be useful, for this
there should be the following preconditions for the formation of an innovative cluster:

- Existence of scientific potential (presence of world class science, large scientific
centers, existence of higher industrial science);
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- Institutional prerequisites to support the idea of innovative cluster formation - Various
funds from budget funds, as well as the state and regional support of this idea;

- Political prerequisites (government decision on innovation activities, as one of the
strategic priorities);

- Preconditions of production, namely, the level of innovation in the region and
individual firms.

Georgia should form a combination of favorable factors for innovative development.
Among them are high concentration of persons with higher education in the structure of the
population, the development of scientific infrastructure, the realization of projects developed
by the enterprises in the regions and towns.

For the further development and strengthening of scientific-technical potential in
Georgia, it is possible to create regional clusters of small innovative enterprises.

Based on the theoretical preconditions of Western experience, the following innovative
approaches can be offered to create conditions for the development of small innovative clusters
in Georgia:

5.  Preparation level, which provides the general methodological processing of
cluster model in the region of Georgia.

6.  Analytical level , which provides the steps for formatting clusters core and
potential;

7.  Organizational-economical level, which envisages processing of clusters for
effective work;

8.  Cluster Performance Assessment Phase. This phase provides an analysis of
the effectiveness of the Cluster Development Strategy, in various directions.
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COST-EFFECTIVE PRIMARY HEALTHCARE AND ITS BENEFITS
Expanded Summary

The complexity of medical services, especially outpatient services, is caused by the
circumstances that provided services are not tangible. It is difficult to measure their
characteristics, and of course, it requires high qualified, specific (medical) knowledge.
Consumers find it difficult to evaluate the quality of healthcare services in advance since it is
possible only after receiving them (in some cases it is even impossible). At the same time, the
initial visit to a medical establishment does not mean that a patient is not looking for any other
service provider, and this applies both to the medical establishment and the treating doctor. The
patient’s satisfaction has a significant impact on continuing medical care. And the latter one,
apart from cost-effective medical services, determines the adequate utilization of services. For
the progress of the patient-oriented healthcare protection service it is important to improve both
the accessibility of medical services and their quality. The medical care market differs
fundamentally from any other market. It means that it is practically impossible for a person
who has no medical education to define the quality of medical help and, based on this, to
choose a more suitable service. Opponents of transition to free market principles of medical
services consider that a person who does not have medical education (a patient, as well as a
member of his/her family) is not completely qualified to define not only the service of medical
care itself, but also whether it is necessary at all for a person to use these services. Consumers
(patients) may have an opportunity of free choice. They might choose a specific medical
establishment, but they will not be able to choose the scope of the service. The consumer may
define the medical institution for its good infrastructure and high-tech equipment, although the
definition of the services received is associated with certain difficulties. Free healthcare
consumers do not know which type of medical care is more effective for them, what type of
medical care they need, or what benefit the proposed medical assistance will bring to them. It
is also difficult for patients to assess the quality and outcome of the undergone treatment. It is
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due to these factors in the field of medical services that it is hard to conduct effective
communication.

In the medical field individual decisions are made not in accordance with the awareness
and financial possibilities of individual consumers, but based on their health needs. According
to the classical model, the decision on the purchase of medical services should be made by the
consumer himself.

It is interesting to consider the meaning of reputation criteria during the selection of
doctor and clinic. A medical establishment is not a banking service where the existence of
standard service parameters can be applied.

The indicator of quality of medical services is the index of patient satisfaction. Two
factors contributed to the spreading of the extensive study of patient satisfaction: on the one
hand, the growth of protection of patients' rights throughout the world, and on the other hand,
the legitimation of the market economy aspects in medicine and the transfer of patients to the
rank of consumers. With such a background it becomes clear that the engagement of patients in
the decision-making process has increased. According to the developed recommendations from
the Parliamentary Assembly of the European Consulate, the guarantee for quality assurance of
medical services on the part of the government demonstrates protection of the dignity and
rights of patients. And at the same time, it is recognized that every citizen should take an active
part in these processes. In addition to rights, patients are assigned a certain kind of
responsibility. It is much more difficult to ensure participation of patients at all stages of
medical services. To provide these processes while improving the quality of medical services,
special initiatives, schemes and opinions are being developed to involve patients. To study the
opinions of patients different tools are developed and applied. To study the satisfaction of
patients by level and quality, the questionnaires of the European consulate, the Eurobarometer
and the standardized international questionnaire of Europep are used. Methodology developed
by the European consulate - Eurobarometer - aims to study the patient safety and health care
issues, while Europep studies the satisfaction of patients with the services of practicing doctors.
In 2009, due to the use of the Eurobarometer, a study was conducted in 27 countries, and the
survey included 406,557,138 people. In 1995-1998 the group of scientists developed an
international standardized tool for general practice evaluation by patients —Europep
(https://iwww.ncbi.nlm.nih.gov/pmc/articles/PMC3409606/).

This methodology is already used in more than 20 countries. With this having been
taken into consideration, a questionnaire for quantitative research was developed, which
consisted of a section on the significance of the patient engagement. The size of the selection
(random selection) is 100 patients who used family doctor services in Thilisi, in three specific
outpatient medical establishments. It turned out that there was a high positive correlation
between family doctor services and the satisfaction with the clinic - (Spearman) - rs=0.62,
p=0.000.
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BoLE0gYM0 3B5JH0gol glodsdobow® [Getz, 1994:440], Go b0Ibogl ggmEo@gdol @s
Lbgs dmbgdbgdyamo dg@hgzols Jgmmegdols gy gdgamymegsl. gengdobyol s
B™g39aol (@ gdoby sbe mmg33g@m) sdbHom 3o, wowo g@hggol bmdsls os@ dggdaos
©0389JA 90 gohgzol obsobols 3md3gbLo@gds [Fleming, Toepper, 1990:37].

3mbs(399900 sEsLRAYMIOL, M3 goboGm@gdols Jogd J3gybol o@mggdoliols
ho@omgdye 33e09390L gg9emobyg byldo 0bgm@dsizool dmigds dgydenos gobo@Fm-
960 EsbsboMxgobg, My 0bgm@IsE00l gobligbgds begds Fobs 24 Losmol dgbobgd
s 25dMsgegdgmos gsdmmgemomo ashgdgdol LsPgeemm 3g@omebyg [Frechtling,
1994:370.

B93mlgmol > oligmol dsBomygdo. 3930 J399565T0 Fgdmlgaol s goligenols
bd5Gomgdo 9db0dgbganmgobgbo Fysdms Loghmsdm@olm gobodmmgdols ©obgdol ws
domo dsbobosmgden gdols Iglsbgd, Jom ool sbsbomygdolss. Abmygmom Gy®hob-
dol m@ysboboizool 2008 Farols Gg3m3gbrs0gddo bobligbgdos, Gmd @meglss
Jgdmdygobo Jmgbog@mdol aobmdgol Jglodargdemds s@ols Lobwg®gdby, @g3m-
3960 9dgaos 0bgmo 5dobolGAsGE0Ymo 3mbB®mEol Lsdgommgds, GmymAoEss dg-
dobgano/goliganols ds@omgdo dgogbml ob hobsgerwgl dmyboydgdols 3gamggom,
do@0msEsE 35d0b, Hm3s gobodmdgdo Jggyebsl §mggdgh. dgdmlganols s aobigmrols
4550 gl gobodm®gdols ggamggom hobogergdols Mg3mdgbesios yodmfggymos od
dgmmeols bs3amgobgdgdom. sg@M3m®Eols s 0dog@siools sEdobolig®siool byo-
3> ©5353300g09gm@os dmdbdodgdagdols gds@englio bodolibols dmdLobydgdols do-
Foegdols ©s gabmgmo  gobodm@gool @gyolBsEool  sg@mds@obsioslimsb.
obobo gEom@Mmdgb, dgsdEodmb Jabogtgbol hHodmlbgamol oMM gdgdo Sg@M-
3mAHgddo. domo bggom gl Jobsbo 9dbodgbganmgebglios Bsbdobdgaro  Jgggbol-
ngol s dgdmbigams/aslgamols do@omgdo LFm@ge 53 sd®gmegdsdo dmosb@gds,
o050 ©s353dodgdgmos  gobo@dmagbol Jmarosbo @osmEgbmbols dog@d dmbsg-
3960l bgamom dgygobslimsb.

doM5mgdol bbgs bogenmgabgds ogogdodgdygamos dol bmdsls ©s swdobol-
BO0OGOSL;SE. do@Momygdo, AmamO3 0bgm®dszool Tys®m dgbmyoymos do@e-
0ol bmdosh 2s3mdEobocy. dobo bmdol aob@Es Jsldo wsdsBgdomo gombggdols
YgBobom sO(3 obyg sgomos. o3 YBOM dgdo O bikodegds dodsmols gglyg-
o, 9gem  @ogeos  dosmo  oEdobobE®Momgds, Yglsdedolom  RGO®  AMYE0S
yggeos dabogdol s®d{dybgos dom Yg3bgosdo. gmaolGogobmob ©szegdodgdygemo
bogombgdo gom-g@mo d60dgbganmgebo ©od®jmengdss dgdmligas/aoliganols do@e-
0930l godmygbgdolisl. ds@omgdols d@dybgol dgymgbgdgdo, @®Igmoi w©ogegdo-
Agogaos doli gomo Jna®Mmggdolomsb, sm@ogbgols ©s ©Y3MEoMgdslimsb, of-
3930 523056939 sboemobl s Fmbszgdms godmdggybgdol. oliggg, pob@woo
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590M3MAHJo0l Aomgbmdols s Jbogdms bogopol 300mdgddo Imds@gdymo
35G5mgdol Homegbmds dmombmgl wods@goom Igdsbganols woJoMoggdsl, @oc
dmbs(39990%byg 3obybolidygdgen m@asbml ddody Ggotimop 5Fggds.

Abogamom Gyaobdol m@asbobsiools godmgombgols mebsbdse, dlmyaomls
125 Jg9960056, Lowsi 99dmdyggsbo §u@mobdols dglobgd 0bgm@dszosl sp®mggdyb,
90 0y4gbgdl Jgdmlgemoli s gobgmol do@Momgdl, ol Jmbeggl Log@msdm@olm
30b0BMAd0L 33 ggs o 3obmoglgdgddo goboGm@gdol asdmgombgs. dgzdo Jag-
g4obs domo asdmgombgols dgmmegdols 3mddobomgdsl sbpgbl. swosb dgowo Jgg-
gobos dbmxgamomdo 0ygbgdl dgdmligans/asligemols do@omgdl, mydas gl dohggbgdyg-
@o 9BOm dgo6gs 9gom3sdo, Lopsi bobmgMgdo wos s YROM sGg0AOM YO,
o] Ibm@mE swoEsh 5 J3g99obs 04gbgdl 53 dgmmel. gl dohggbgdgero dgg@om 9%-
Om  ©oos sbogd  Jggybgddo [UNWTO, 1978:18]. oy 535330009000 @myma
0330 90> dg8mdggebo Gy@mobdol aobmdzols Igmmememaogdol godmygbgds ©OM®-
mo  gdbdogamdsdo  dggodhbggm, ™I doGomgdols godmygbgds LEsdogy@os ob
mEsg d30ME ds Jbmgmomdo, dsTob @Om@Es dgdmdygsbo gobodm@gdols 3gengzols
5odmygbgde aobsddops dmam 20 Fanol gobdoganmdsdo. Logo@oyoms, gl Ggb-
©gbios Jmdsgoemdoz aog®Mdgenwgds [UNWTO, 2005:10].

Yops goboGmAgdol gganggs. dbmgmom Fu@obdol méasbobszos  dobe-
39996b9mdgdols 3gemggsls yggesbg 9839JB 9@ s dnbgdbgdaga 0blEMmydgbdow aobo-
boansgl dos §y®mobdol o@ogmdgdol polisbmds [UNWTO, 2005:1]. 3934 J3ggysbols
5J3L LobRgdgdo, Lo d9dogs® bpgds smdsmy®d Jg@hggsby wsxdbgdygao do-
65997Mbgmdgdols godmgombggdols ho@omgds Lesdmdbdo®gdenm obobo®y goby, oMo
Ygdmbogogmbyg, @oloddgosby, bLodydom dogrsdo dmbsfoamgmodsls s Lodmdbdo®gdenem
0530Lg09M 9890 [UNWTO, 2005:28]. gobo@magdl Lombmggb, gobslbgomb hggyeno
35093l 3oMgm go39mgdygmo dgbgowggdo saommd@ogobash. bmy dgdmbgggsdo
‘dobodgmbgmdgdols 33ergg9d0 dmenosbow dows Fydobdol oJBogmdgdls s ©sbs-
bo®xgdbyg 0bgm@dozool Imbodogdemsm  Botwgds [Dae-Kwan, Spots, Holecek,
1998:110].

59 3gmmEols gos@oy@mbol dmsgo®o Log@mnby s®ol gaobligbgdol dgnsligdols
Lolgdo@ogmo dgaemds sb JsbbmgOmdoli 093396 g00. gl 3OMdangdgdo 0Jdbgds 0d
dgdobggaedo, 09 30boBMAYAL gz0mbgdosh domo dmyboydgdols o@ogmdgdols dg-
Lobgd gobo@ol gbergangdol dgdwgy gOmo mgowsh 1 Fanols o godo. b ybEmds
35bLbgoggdgmos s ©sdm3oEgogmos dabog@mdsls s aodmgombgol Jmdols s@-
Lgdge ©ambg. sbgmo 9bylGmdgoo ©mgndgbdomgdymos GyaobRymo ©sbe-
bodxols 3gergg90do.

BYO0LAYE 5JBogmdsls ©s 3geggol ho@omgosl ool yobgmom ML
360dgbganmgobo aogangbs oJgl 33bogdmdgdols Momgbmdols aoblgbgdoby. d3gangge-
903> 5@3Mshobgls, ™3 Mglidmbrgb@gdol dog® bomJgodo 3ybogdmdgdol Gomwgbmds
3300gds 3oblighgool 3g@momols bAEsLmshb gomswe [Lian, Denstadli, 2003:111].
23903590 Imgboyg@mdol 33argged, dmIganoi dggdmgdyamo IBo@gool Jmogmmdsd
hos@oms 1995 Fgenls, Mglidmbrgb@dgdl bLmbmggl aogblgbgdobsm 0bdg®mgoyndwyg Lsdo
0g0m Mg aobbm®Eogm gdageo I bogdmdgdol Gomgbmds. gogygdols sbognobds
ohggbs, @m3 gbodsdobo gxdm Jgdo Iabogdhmdgdo odbs badoligbgdo, Mm@
Lo bmgobgh ghomo mgol Fobsbpgmo 3g@ompol goblighgdsl, gowdg 2 s 3 mgol
‘dgdmbgggedol. aots sdols, bog®msbygmols gamgbymo 3g@lmbogny@o GOSEL3M®E0-
0900l 33 ggsdo omdmohobgl, @™ ,boenbo 0gofygol dom dobbglbgobodgdl gu®m

Bureau of Transportation Statistics (1997). 1995 American Travel Survey Technical Documentation. Washington,
DC: U.S. Department of Transportation.
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bdodop, gopdg 3o dmygmgizeeosh oMo gobo@gol ©s gzoboligbgal ya@™
b oo, gomg 30 yMdgegoosh 3o®se gobodgdls [Armoogum, Madre, 2003:152] .

9bes 50060dbml, HMI goboBm@gdol ©sbsbo®yxgdol 33w gggddo b'do® 3OMe-
@qdsl (9L 0dbgds F0bs3gy@bgmdgdo My Logtmsdm@molm gobodmmgdo) {omdmsw-
396L  BMgoo 3539000, Lowsi GOSbL3MAEL, asbmoglgdols, bsgggool, aostimmdols
3033060Ggbs bgds s gOm Bobsw ool gmsegsbgdyeo. sligmds G§y®mds dgoden gds
dmoigol gobodo Mmsdwgbody glBobsiosby. dgdlyowggem gdo gg@ oblbgoggdgb, oy
@5 Bolio odgb mommgya 35@gamMosl dnEgdya Bg@oBm®osby. gogasw, dom o@
‘dgydeosm dobgb 0b6dgMmg09990L Lobm 06xgm@IsEos Fomo obsbo®ygdol aobs-
Voaogdol Jgbobgd (o3, 2obmoglgdabyg, Uogggdbg, ey  GOsbl3md@by).
Jbmgmmom  Gyahobdol m@asbobszool @g3mdgbosiEoom 3s3gBom G Ymhgoby wobe-
bodygool aodmbsmgmgmsm Gyam3gasdmmgdol 33emggol godmygbgdos Lako®m
030bomgol, Gm3 goboGm@gdol 3sbybgdo aowsbofomogl  dmenosbo 3539@0L ©sbe-
bodyx gdbg [UNWTO, 2000:62].

9omgbgao 5630L 3geggs. gEbmy®o gogyBol aoEgmomo G@sblsdogdol
bodobgm hobofgmgdo yggeoby bdodoe aodmygbgdbymo dgmmpos @b gao
sbobosmyol Ima@mggdol dgmmegdl dm@ol [Sheldon 1993:33]. d@sgogmo Jgggsbs
bmdogl gabmgeo gobodmmgdol sbsbodmygol domo Jggybol Lsbwg®gddo ;-
boygdo gogg@ol dglyoegol Momgbmdom. 39460l 396@@ s @0 dsbzo GLomdL,
3odmmgo@ml gAhmgbygemo gogny@ol M bmds, Mmdmols yoyowgsi dnbps gibmgu
30b0@mA9dbg Losggb@mgdoligseb, Gmdmgdoi 53 M3gMs30gol sbm®Gogegdgb. o3
Lol gdol gogoEy@mds sdmjowgdyamos Lol gdol dglodengdamdsby [UNWTO
2000:63], pobolibgoml Log@msdm@olim gobodm@gdols dogd asbbm@zoge gdygemo
B®sbboJz0gdo Lbgs FOsblsd30gdolysb; dmoigsl Logdmsdm@olom gobodmmgdols
439 25bbm@dogmgdgmo AMobbojios (pogedgols 3M0bi3030); b@bggeymls
B®bLbsJ30gd0L  hofgds, 0gbBogocomgds s LobylEol ©sEgom gowsEgds
(3950 G o 56 3Dy.

o9 dgomel, Jbmgmom  Ggdobdol modgsbobszool gJldgmEgool sbGom,
5909603y 3Omdagds oL, Mo gMmgbymo dobgol dog® Log@Omsdm@olem gobo-
BMAJool obsbs®xgdols gobgdsl Log@mbgl 9Jdbol. (396GOsgdo  dsbgols
dgomel g3bmgmmo gobo@dmdgool sbsba®xgdols yodmmgms Ibmem  gHmgbyw
ombgbg gydmos s ggd sbegbl o3 sbsboMxgdol 3o@gam@ogdols womgmasls b
OmIganodg Jops obsbs@xols wosbyomodgdol. gl bgaols gdenols ol godmygbgdsls
30b0RMAgd0l @obobomxgdol aoliobmds @gaombgdby o6 sbmEodgdye obwo-
3000 9@  ©mbolidogdgdby. gl dgmmwo gyymgdgmmymizomos  gg@m3sdo  Lbgs
dobgbgdol aodm@E. ggmmgyogdodol dmbozgdgdby @oydebmdom dgmmeo godmoayg-
bgdms Lagomslobogmm doemsblido jo@gam@os dmgbey@mbols yodmbismgm garsw 11
9360m39@  Jg99565Fo [Ortolani 2000:25] . sl 9gdwagy, GoG 53 J394690T0 g3mmb
‘dgdm@gds Jmbs, doom dmygFosm dgahiggebyg e ndbgdbymo gyodmgombgols Igmmoby
osligms. Jgxodgool babom dgodangds gmdgom, Gmd gl Igmmeo gg@ sy gdls
sgsMgol, Mgaggebdydmdols o LobylGol 3M0b3E03gdL s 5@ 2o3moygbgds
M9300bg0Ls S (3o 399 mmboldogdgdby.

A9BoLEm@o ®d09J@gdol ggerggs. BPMobdols Lbgswslbgs Lgd@maol, dsm
ool Lbgoolibgs G@sbldm®@ol — badogdm, @gzobogbol, Lsgdgobm Lgmgolols
309940z g3l glodm gdemds ofgm, gobodm@gdols sboboMxgdols dggoligds dows-
@o LobylbEom dmobobmb. mydEs bogmgdom bLogo@oywms, Gmd @gbEmmbgols,
396b0byslsdomm Loy y®gol, L3m@@mm asbodmmd (3964MgdL Lsdyommgods 3Jmb-
©gm, 3obsiom 393mb gobodmmgdo Mgbowgb@gdoligsb. gl dgmmeo 3G Mda gds@ymos,
BoEa5b dgodangds dmogols spaommddogo wobsbomxgdo, dgodargds 5@ dJmogols
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4392 ol @oFglgdyamgds, Lowsi gobodm@o gyml bodyxsogl ©s ggd dgdengdls
30b0@MAgdols MomEybmdols, aohg@gdoli bobyddarogmdbols s Lbgs dshggbgdangdols
gxolgdst [Sheldon 1990:230]. &3 dgmmemsb s gs3d0Ggdgmo bbgs 3Mmdagds s@ols
ol, Om3 53 sFgbgdye gdgdol Igbgxg®gdds Jgodengds oo aobsibomb  Jmbe-
(399900l g5bosmgdsby 0dols dodom, @m3 gl dmbsigdgdo dsmo  3mbin®gbEgdols
by 3o s@dmhbepgds [Vaughan ,Slee 2000:100].

333209350960 bgdmm JmEgdge LEsEobEgn® Jgmmegdls 049bgdgb  Lbge-
sbbgs 930bm3oggMo 0bpogs@dm@gdol sbogrobolngol, GmIganbyis Gydobal ggm-
bmdogymo 989J@ob dmbogbs dgydaros. dsm dm@ol dgbsdangdgenos dgdwgao do-
A0mo©0 0b03oBMAgdals godmymals Foddmgds, slsddgds, gdmlsgseoa, gdldmd@o
©> 3@y 989J60-

Fo68mgds. 3330935000 Jog@ bdodse bo@ogmogds (o®dmgdols yob@dwoo
©mbol, 393-b ob MmIgerodg Lbgs 0bwogos@m@ols yobmadgs, dmIgaoi Ggaombobmgols
930b6mdoggdo sJBogmdols dohggbgdgamos. Gumobdo gobodm@gdol ©sbsbs®yxgdols
Jgegase sbpgbl oo GsMEYbmdom ©sds@gdymo oMoy gdbol a9bgModgosls,
dobo Fogro Abmgaom Jogs 30mwydd do 10%-15 s@§ 930.

©3b5Jdgds. 333em 9350960l 06GgMglol mbdogddo bdodsw brgds Gy@oli@geo
5JBogmdol dgegaom ©slseddgdsdo aodmggagmo Ggmogmgdgdo.  Gy@obdl  asble-
30O gdgeo oo o3l aobgomsmgos® J394690d0, Lowoi GOswoiogmo Lg@m-
960l 2oMEs 5OLYOMLL ©sdsBgoomo Lodydom spaomagdol  boko®mgds. gzmbm-
dogymo 390L3gdBog0m Gyaobdol yudemagdol 3963 ®do ymaxbols ghm-g@mo dobgbo
dolo dOmIsFggoemdss bbgs 0beyldMogomsb dgostgdom. G§yaobdo doGomswsw
3063960M0Mgdgmos bgdgolbol bgJdm@To, LowsE s©sd0sbgdl dm@ols dgGo jmb-
B>JH0o> o, gbsdsdobow, Yidm dg@o bodydom spaomo 0dbgds. ymggemo sdsdg-
3000 EEESM0, obs®Mx o BAy@obdol gobgomomgdsbyg, Jdbol dggdo g wo-
LoJdgdsls wobo@hgb Lgd@mmgdmsb dgosdgdom.

B9M0bdo, Bmam® G IOmIsBggeo 0bEPLEMS, sbsdgool dgbsdangoemmdsls
odenggs dosmmgol, gob Lodydom dobombg 3oMmggmsm dgdmwols o6 oJgl alisddgdols
30mdagdgdo. Bgdobdo 360dgbgarmgeb @l MedsTmdl sloddgdols dgbsden go-
@mdgdols aohgbsdo ods jgsmogozoygdo Igdobgamolmgol, gmbogydo 9dEodg-
bmdgdobmgol, doa@sbGgdobmgol, oylseddgdgmmo  sbogasb@wgdobmgol, Jogng-
dobmgols mxsby@o dmgsmgmdgdom, GMdagdlsi Jbmmme s@sbGymo bsdydom
3obogg9mom dgygdarosm dgdsmds [UNWTO, ILO, 2014:17].

0933, dgmag Ib@og, Ag@obdo obggg Jmombmgl ©osB®Ybobygdye s
3obosmegd e 39 dobgenls. §y@obdo dgdbognos IMsgsmo Lbgswslibgs Lgydgb@olash,
OmIgeoi 3moiEegl  AESbL3MGE0Mgdsl, gobmogligdol, Ubsizggdl, dmaboygdmdols
052939350, 3mINbogoiosl, goMmmMMdsSl s 3936 bbgs 3m33mbgb@l. By@obdol Lbge-
slibgs gangdgb@o dmombmgl 0bmgsEoy® ©s 3Bgo@doyar d9bgxgdgdl, Gmdegdo
3obonEgd @ gdo 5M05b s Fgydeoom SES3B0MLS dmsbEobmb (335 gdsE oM Y-
dmdo. Bg®0bdol bOsEMIs s V039ML0RBGSE0S AbS30MMEYAL FAMIol dob@ols
30BSONMYosl.  §gdbmampaosl glodo@mgds 3gbgxgdgdo, MM gdlsi gosb@gdyeo
>dgm By@obymo 0bgm®dszooll  Lbgowolbgs dglodangdbarmdgdomn yogdgergdols
>YE0EgdEMos, AMAMMOESS  dmdoydo  Bgmgambo, 0bEg@MbgBol s Ldo@E-
RQmbgools 53@03530900 b bogogsEoyg®o LolEgdgdo. obggg, LYGsxs© dbsdwo Lygy-
396305 s OEO MoMmEIbmbdol bsdydom saomgdl Jdbol ggliEogsmgdo s wmbob-
4090960, Lows @sbsdgoygmgdols 3®9sBogemds s 06Mgo30YMmMdss 5300 gdgeno.
BYH0bIo M oEgdygeos bo@olboob LgMgolby ws Jomog Mbyby WosB®J0bobyg-
dgen 39 dobgandyg, Igbsdsdolo  Immbmgbs sbgm 39@Lmbsarby dywsd Ibs@Eo
0g69%s. Bg@0bol 0bEylF®ool Fomds@gds odmogdymo 0dbgds 3Gmeglombs-
@0bdols domog mbgby [Edgell, Swanson, 2013:100]. @ycmobdol d3obbgligdo bdo@ow
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0bpogools 56 mxsbols 3gmgboagdss. dzodg s Lodysmm dobbglo dmombemgls
bogagd  god0@oml, @o3 dgbsdengdenmdsls Jdbol, dmlsbengmdobmgol sofyml
d0bbglo. bdo@ow Joangdo 0ggbgdgh sOLgdyge 9bs®gol 0dobmgol, Gmd yoblibsb
93009 bmdol dobbgligdo, Gmam@oies agbmdsylgdo s Mgldm@bgdo [Mc Kenzie,
2007:480].

Jbmgmomndo  gobmoglgdols Logomgdgddo  Lodysmme  gomo  swsdosbos
sloJdgdgemo gho mmsbby. gomo bsdydom swyogo dmsgs® Gu@obE e 0beyld-
®os5do Jdbol ghmbobgge® (s@o30M©s30M) Lodydom swyoml Bo@mobdmsb ©sgog-
Jodgdge 9306m3035T0. gg@m dgBHoa, bodo I9Tobyero 5030030 G\am jopg:

YEDOS
®00mgYE 35bmsgligdols Lodyomgdsdo dmdydsgg swsdosbbyg, Mmam@oiss Gy®olb-

B0 bosygbdml 3g@dlmbago, aowgdo, Hodlo, sg@mdylol dd@mengdo, Logggdols s
Loldgenols dodFmegoen gdo, Lig9b0Mgdols aodyomgmgdo s Lbgs, sliggg sgOm3m®Edo
obsdgdgamgdo [Bolwell, Weinz, 2008:6].

Ygegase, Hucobdol obpylGos ddsgomo bobol ©slsdgdols dglisdangd-
@edsls 0danggs s, Moz gggesby 360dgbganmgsbos, Jabol Loms®modol ©sdenggols
‘Ygboden gdenmdgdls aobgomsmgdsw 394690 do.

Ygdmlogogo.  LobgerdFoxgml dobsbos sds@gdomo dgdmbsgamols, dso dmdols
Logoslbobopm dgdmbsagmgdols domgds, GmIganoi, megols dbdog, yobOogo @4-
ol Y0 sbsboMmyx gdol g gaso 0dbgds domgdyao. Lobgadfogm Logswslbsbsom
g boge gdl 0@gdl Bg@ol@gdol bgoslbbgs sJ@0gmdowsb. dspsmomsw, dydoli@o
oboli mmsbobmgol, o3 3930 LobgadFoxnmdo 0dga@gds. gods sdobs, Loge-
slobsm dgdmbagamgdol 39bgM0dgds slggg bmdEogmegds Laligydamdo wobs]-
390980 960056 ©s b0bbglloFomImgdols dmpgdowasb.

B3®0bdo  Ibodgbgenmgabo  dgdmbisganols Fysdms dbmgmomls gddsgeglo
J3994b0bmgol. F@ob@ymo sbsbo®yxgdosb Loghmsdm@olm dgdmlgangoo bowsls
35b5g@dmdl, Aoz ol bogs@slbobopm dgdmbsagagdols 3b0dgbgenmgsb agbg@s@mesw
5J393b. Log@msdm@olem gobodm®gdo o sbsbomygol sbm®Eogagdgb LsJm-
bgeobs o dmdbobydgosbyg, dsb dgogye go 360dgbganmgsbo do@gds dJmsdsls g-
dobsgombg. HuMolBgoo ©s06@gMHglgdnmgdo sMosb  Jomogba@olibosbo 3GM©d-
Bgo0b s, sbiggy, soemd@ogen dgddbogmo 3GMmEYBgdol dgdgbom, oty 3g3gdom,
©0M1dglobodbomdgdols @esmgsmog®gdom s 3ye@ydhygmo sJGogmogdom. Bgmobdo
dm0ogl dmyboyg@gool Lombganls s dmaLoby@mgdoby yggmos @obobomyl. 356
‘dgodargds Imogol  HESbL3m®E0, aobmsogligds, wodlidglobodbomds, bsigggoo, ao-
0mds, bg9b009d0, A ymgdo s Lbgs. gl dgbgowggdo oliggg dmoEsgl G§ydobdols Ibod-
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Giorgi Bregadze
Ivane Javakishvili Thilisi State University PhD Student

METHODOLOGICAL ISSUES IN MEASURING TOURISM DIRECT ECONOMIC
BENEFITS
Expanded Summary

Tourism is the most viable and sustainable economic development option for Georgia
and one of the main sources of foreign exchange earnings. Number of international traveler
visits is increasing in Georgia, contributing to the national economy. The given article stresses
the necessity of research based economic policy in tourism sector. In this regard, it is of
paramount importance to measure direct economic effects of the tourism. Public would like to
know how much inbound visitors are contributing to the economy. In this article we discuss the
methodology available around the world that helps answering this question.

Tourism recognition as an economic development tool is increasing in lesser-
developed nations, including Georgia. Tourism can promote economic development more
quickly, than other industries, it can attract significant amount of financial capital, support
infrastructural development and provide new job opportunities. Furthermore, if the country’s
economic policy is strictly oriented on poverty reduction the largest share of income from
tourism will go to the poorest segment of the population, contributing to the reduction of
poverty in the country. Another use of tourism can be for rural population development. Rural
communities in Georgia are looking for the alternatives of the tradition industries that can
generate addition income. Tourism can be the industry that will provide addition source of
income for the people, especially in mountainous regions.

The society in Georgia is increasingly interested in economic effects of tourism. They
would like to know how addition expenditure spent by visitor can effect different economic
variables. The expenditure from visitor is viewed as a direct economic effect of tourism.
Expenditures can come in different forms and applied methodology of measurement may also
be different, including: international visitor survey, entry/departure cards, domestic visitor
survey, national bank survey and tourist establishment survey.
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International visitor survey focuses on international visitors travelling in the country.
The survey can be conducted as they enter the country, as they leave the country, or while they
are still in the country. Furthermore, route surveys can also be conducted while they are
travelling using different transport means to or from the destination. Among these methods
most efficient are the one conducted while visitor departs from the country. It allows to capture
actual expenditure of the total trip, rather than amounts intended. The experience of other
countries shows that the exit-survey model provides most exact expenditure information, if
respondents are asked question about previous 24 hour period and multiplied by the projected
length of stay.

Entry departure cards are one of the major source for estimation of international
visitor expenditure. It allows to measure the total population of visitors and gives opportunity
to disaggregate on national level. Its weakness is connected with the administrative burden
levied on the visitors, its size and difficulties connected with administration.

Domestic tourism survey measures expenditures of domestic visitors. It is based on
household survey and many countries have systems that allow systematic measurement of the
variables: personal income, labor force participation and etc. Some countries conduct domestic
tourism survey separately, it allows more disaggregation of data connected with tourism. The
main weakness connected with this type of surveys are connected with recall bias. Memory
effects are mainly connected with miscalculation of number of trips.

Participation of the Central Bank in estimation of visitor’s expenditures is mainly
connected with bank records of foreign exchange transactions. A lot of countries estimate
international visitor expenditures by computing amount of national currency sold visitors from
the agencies actually making this sales. This method has it weaknesses as well. It’s difficult to
distinguish international visitor from others, include all transactions made by them and
administer accurately data delivery. Furthermore this method does not allow to categorize
expenditure types.

Tourist establishment survey measures the expenditure made on main categories of
tourism and include: accommodation, restaurant, transportation, etc. Although the providers
can measure sales to travelers with a high degree of reliability, it is highly unlikely that they
can distinguish international visitors from other customers. Another problem is connected with
the refusal to share data. This could be caused by feat that data will be shared with other
competitors.

Researchers use methodologies provided above to estimate effects tourism on different
economic variables including: output, employment, income, export, and environment.
Output-researchers are often interested how increased expenditure effected levels of output,
production, GDP or similar measures.

Employment- researchers measure changing level of employment which is cause by changing
level of visitor expenditure.
Income- Tourism is important source of income for the most countries of the world.
Expendtiures from tourism are increasing annually generating addition income (also in terms of
wage) to the people and to the government as tax revenues.
Export-the expenditure of foreign guests has a huge effect on the national balance of payments.
On the asset side, it reports the income from international visitors.
Environment-many researchers go beyond the traditional economic variables and measure
social, cultural, physical and biological effects of tourism.
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To summarize, tourism plays very important role in economy and its direct
contribution to the economic indicators is significant. Tourism Economic effect analysis and
corresponding surveys are important for planning and formation of economic policy. It is also
the source for marketing and management decisions in tourism and other industries as well.
Society needs to understand the importance of tourism in economy. For this, methodologies
discussed in this paper and accepting world’s best practices is of paramount importance in
Georgia.
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Lia Metonidze
STATE MARKETING AND ITS ROLE IN THE MANAGEMENT PROCESS
Expanded Summary

The article deals with the importance of marketing in the state sector, the role of
correctly developed state marketing programs on the condition of socio-economic
challenges in the country.

The use of state marketing programs and technologies will facilitate to solve the
tasks set before the state, to overcome major problems, to ensure the development of
private and civil society. The state marketing is an integral part of the management
system that is integrated into socio-economic and political processes. Its main
objective is to satisfy the needs of the public and private sectors.

In the article are presented the marketing approaches and activities of central
and local bodies studied by us. Within the framework of marketing research have been
studied governmental marketing programs in the direction of using marketing
instrumentalities and the country image enhancement. Here are some conclusions
made based on the results of the survey.

The use of marketing is vital for private and public sector. The challenges of
socioeconomic problems in the country are of vital importance to the development of
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state marketing programs, innovative methods of management and effective socio-
economic policy.

Marketing activities are a special type of management activities. The decision-
making takes a central place in any management activities. It is a logical end of the
implementation of marketing functions and procedures.

Obtaining the results sufficiently depends on the adaptability and efficiency of
marketing decision-making.

The article deals with the importance of marketing in the state sector, the role of
correctly developed state marketing programs on the condition of socio-economic
challenges in the country.

The use of state marketing programs and technologies will facilitate to solve the
tasks set before the state, to overcome major problems, to ensure the development of
private and civil society.

The state marketing is an integral part of the management system that is
integrated into socio-economic and political processes. Its main objective is to satisfy
the needs of the public and private sectors.

In the article are presented the marketing approaches and activities of central
and local bodies studied by us. Within the framework of marketing research have been
studied governmental marketing programs in the direction of using marketing
instrumentalities and the country image enhancement. Here are some conclusions
made based on the results of the survey.

Our marketing research has shown that the improvement of the living
standards of the population has been impacted by infrastructure projects, water supply
system, safety, reduction of ecological problems, cleaning and cleaning processes.

The survey revealed that the public should control the government, increase
transparency and accountability, diverse product and service, increase government
responsibility and productivity.

In total, marketing programs offer state, regional and municipal level the
socio-economic development of the country.

Otar Soselia
Doctoral student of
Ivane Javakhishvili Thilisi State University
SOME ISSUES IN IMPROVING THE ORGANIZATION OF LABOR
REMUNERATION SYSTEM IN THE CONSTRUCTION SECTOR OF GEORGIA

Summary. The paper deals with the opportunities of using one of the methods of
strategic analysis and organization of effective remuneration system based on it to achieve
financial sustainability in the construction sector of Georgia.

Keywords: CVP Analysis, marginal income, break-even point, operational leverage,
margin of safety.
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Introduction

At every stage of economic activity, it is important for a businessman, when
formulating a business strategy, to answer questions - how much profits are produced at
a certain level of sales, also, about the minimum sales volume needed to ensure profitability,
stability and growth of the company.

CVP (Cost-Volume-Profit) analysis is one of the most effective methods of strategic
analysis. Most auditors and experts use it to better assess the financial performance of the
company and to provide well-substantiated recommendations (on organization development
strategy).

One of the objectives of the CVP analysis is to determine an optimal proportion of the
fixed and variable costs of the organization in such a way as to minimize business risk.

Since a significant part of the fixed and variable costs is the remuneration of labor (in
various forms), the purpose of analysis is to organize a flexible system of remuneration in the
company.

Discussion

The main components of CVP analysis are:

[] Marginal income — measures the difference between total revenue and variable costs
of sales of products (works, services) ;

[] Break-even point- the level at which total costs and total revenue from sales of
products (works, services) are equal (at this point, a business neither earns any profit
nor suffers any loss.);

[] Operational leverage - mechanism to measure the extent of the change in operating
income resulting from change in sales volume of products (works, services);

[] Margin of safety - Showing the deviation from break-even point of actual profit from
sales of products (works, services). [1]

As already noted above, the break-even point (BEP) is determined on the basis of the sales
volume and the costs incurred. It is necessary to classify costs into fixed costs and variable
costs. Variable costs (raw material, piece wage, etc ) are expenses that vary in proportion to
the volume of goods or services. Fixed costs (repair and maintenance costs of equipments and
buildings, lease and leasing payments, utilities costs, time salary etc.) are expenses that are not
dependent on the volume of production.

The break-even point is calculated by the following formula:

Fixed costs
BEP

= . . - * Realized income
Realized income — Variable costs

A low break-even point indicates the success of the company, and its increase reflects
deterioration of the Company's financial situation. However, it is possible to
explicitly assert that in the case where the company scale remains unchanged since the increase
in sales automatically leads to increase in fixed costs. Thus, the break-even point is not an
optimal indicator of the company's success. It shows what the minimum sales should be so that
the company can operate without losses, but not always reflect the financial position of the
company. To do this, there is another indicator, in particular margin of safety, which is
calculated by the following formula:

. Sales revenue — BEP
Margin of safety =

) o Sales revenue
The margin of safety indicates the amount by which a company's sales could decrease

before the company will become unprofitable. The higher the percentage of this indicator, the
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more stable the financial situation of the company and less dependence on market fluctuations
and rising costs.

On the basis of the presented formulas, it can be concluded that the break-even
point will increase when the amount of variable costs increases, but the margin of safety
decreases. So, the increase in variable costs of the company (the main part of which is the piece
wage) leads to a deterioration in the financial stability of the company.

When the break-even point is reached, the first profit is generated, and the
management of the company is interested in its growth rate. To do this, the operational
leverage is used, which is expressed in percentages and calculated by the following formula:

Real income — Variable Costs

Operational leverage = Real Income — Variable Costs — Fixed Costs

The degree of operational leverage is determined by the costs structure (distribution of
funds between variable and fixed costs). The higher the share of fixed costs in the total costs,
the higher the degree of operational leverage. A company with low operational leverage has
high variable costs.

It should be noted that in case of sales growth the company with a high operational
leverage increases profit at a rapid pace, but when sales shrink, a high operational leverage
may drag on a company’s profits. [2,3]

It is clear that in some cases the high degree of operational leverage, i.e. the high
share of fixed costs in the total costs, is not suitable for the company. This means that the
dominance of time wages is in some cases harmful to the company in some cases.

According to 2013 General Industry Compensation Survey of Georgia by EY
Georgia, 88% of companies are using variable components together with a fixed salary.
However, it should be noted that only 41% of companies have implemented the performance
evaluation system that provides an objective determination of the amount of variable
compensation of management. Interestingly, the ratio of variable pay to fixed payments is 12%
in ordinary workers and 15% in middle and top managers. [4]

Since 2013, the stable growth in turnover and increase in labor costs is observed in the
construction sector of Georgia.

According to the National Statistics Office of Georgia, the turnover in the
construction sector increased from 3,2 billion GEL in 2013 to 6.5 billion GEL in 2016, or by
203%.

Turnover in construction
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As for the labor costs in the field, they increased from 682.8 million GEL in 2013 to
1 079,1 million GEL in 2016, or by 158%.
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Average monthly remuneration of employed persons in
construction
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The average monthly salary was 869.9 GEL in 2013 and 1290.7 GEL in 2016, which
means a 148% increase. [5]

Personnel costs in construction
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Thus, the statistics show that the growth rate of turnover in the construction sector
has outpaced the growth of average monthly wages and total labor costs. That is, the time wage
in the salary schedule structure prevails at the current stage.

Conclusion

In the formation of the expenditure policy in the construction sector in Georgia, it is
necessary to keep proper proportion between the time and piece wages in the salary schedule,
so that the company can maintain financial stability even under unstable dynamics of the sales.
The best way is to use the Hay's profile spreadsheet method (grading system) for
administrative and support staff, and lump sum salary for the builders (workers, masters and
others), which is the most flexible form of remuneration in terms of variable sales.
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Summary. This paper examines theoretical and empirical approaches for estimating
government spending multiplier for Countries in Transition, among them the focus here is
Post-Soviet Countries (CIS countries). Government spending multiplier is low in developing
countries, mainly it is caused with high debt level and weak institutions of those economies,
CIS countries are not exception of these features. The paper studies the effects of government
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spending on CIS economies and how this effect depends on economic conditions, such as
public debt level, cyclical position of economy, currency regime and etc.
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Introduction

The main purpose of this paper is to investigate evidence about fiscal policy (spending
side) efficiency in CIS countries (Common Wealth of Independent States: Armenia,
Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyz Republic, Moldova, Russia, Tajikistan,
Turkmenistan, Ukraine, and Uzbekistan). Limited numbers of publications are available for
developing countries on fiscal multipliers. Actually, the shortfall of relevant evidences about
developing countries stems from the data limitation. Moreover, time series on main
macroeconomic variables are nonstationary and serial correlation is a serious problem.

The paper studies the effects of government spending on CIS economies and how this
effect depends on economic conditions, such as public debt level, crisis time and exchange
rate regime. In order to evaluate effects of spending shock to economy two stage model is
applied in the paper. On the first stage, exogenous spending shock is identified and on the next
stage its effect to economy is assessed based on fixed effect panel data model. Spending
multiplier is not constant and it varies across policy environment, spending effect is stronger in
crisis time, however, there are opposite cases as well. Also, bad fiscal time measured in
GDP/debt ratio influence negatively on multiplier effect, as well as in case of currency peg
regime the spending effect is stronger. The paper contributes to literature on fiscal policy in
CIS economies by identifying government spending effect across different policy
environment.

After global financial crisis in 2008-2009 and the boost of Bubble on the assets market,
we face sequential boost in the literature as general and about fiscal policy efficiency in
particular. Interest among economists is due to unprecedented huge fiscal stimulation packages
proposed by national governments for recovering their economies. In principle, the total
amount of anti-crisis package was $2.18 trillion or 3.5% of world’s GDP. Existed literature
about developed countries shows high efficiency of fiscal policy, i.e. high multipliers. In
contrast, despite this boost in literature about developed countries, the developing countries
still remain as a periphery of researches about the government spending multiplier and CIS
countries are not exception.

There is no “the multiplier”* and the effect of government spending varies with
economic conditions. The size of the multiplier is affected by crowding out effect of private
consumption and investment, if this effect dominates, then multiplier is small and sometimes it
can be negative. However, the effect varies in response to the economic situation. During
economic and financial crisis fiscal policy is more efficient than in expansion, as there is
scarce liquidity during recession while government spending shock address this constraint. As
well as literature shows spending multiplier is high in case of fixed exchange regime.
Government spending shock results in higher interest rate, if financial market is open then it
causes appreciation of local currency and export is declined in case of floating exchange

»2

2 Corsetti at al. 2012. “What Determines Government Spending Multipliers?”, International Monetary
Fund WP/12/150
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regime, however, in case of fixed exchange regime government purchases foreign currency to
defeat local currency from appreciation and there is no trade off in terms of export.

One of the stylized facts on multiplier is that it is smaller in developing countries. This
means more crowding out effect of government spending in less developed countries. Also, in
case of advance economies there is no or limited difference between government consumption
and investment multipliers, but the multiplier effect of government investment is higher in
developing countries. Another stylized fact is that in case of high public debt level, fiscal
policy can be contractionary for economy and vice versa fiscal consolidation can be
expansionary as consolidation results in lower risk premium of a country because of the lower
debt burden. To sum up, the size of government spending multiplier is not unique number for a
particular economy; moreover, its size is affected by various economic conditions.

Post-soviet countries have experienced one of the turbulent economic environment after
the collapse of the Soviet Union, on the way from socialism to market economy the size of
government declined substantially, they have experienced financial and currency crisis in 1998
and 2008, as well as there was wave of currency devaluation from 2014 in CIS countries, what
is effect of government spending in those countries and how it contributes to GDP under such a
turbulent economic environment is a main research question of this paper.

In literature various econometric models are applied for identifying government
spending multiplier, among them VAR model (such as llzetzki and others (2009)) and
Dynamic Stochastic General Equilibrium model (DSGE), (such as Blanchard and other 2002)
are widely used. To evaluate government spending multipliers which vary across economic
conditions such as crisis time, currency exchange regime, debt level and etc. In the paper two
stage linear estimation technique is applied to identify government spending shock at the first
stage and to evaluate conditional multiplier on the second stage.

The remainder of this paper is organized as follows: Section 2 reviews existed literature
on identification issue of spending multiplier especially in developing countries. Section 3
briefly describes theory and methodology for estimating government spending multiplier,
Section 4 presents data, Section 5 describes results from two stage fixed effect model for 12
CIS countries; Section 6 concludes.

Literature Review

Limited numbers of publications are available for developing countries on fiscal
multipliers. Actually, the shortfall of relevant evidences about developing countries stems from
the data limitation in those groups of countries. Moreover, time series on main macroeconomic
variables are nonstationary and serial correlation is a serious problem.

Despite those limitations, there still exists some analysis for developing countries and
various econometric models are applied. Researchers have to work out a new manner to isolate
fiscal policy shock in developing countries. This shock should be unanticipated and not related
to the current economic situation, otherwise private agents, who internalize government budget
constraint in their intertemporal constraint, change their behavior and estimation will be biased.
One of the contemporary studies for the sample of 102 developing countries on estimation of
government spending multiplier was applied by Kraay in 2012. Best of my knowledge this is
largest panel of countries such analysis is applied for, because of data limitation, Kraay (2012)
in his paper use instrumental variable procedure for determining fiscal shock. In principle, he
uses a debt reimbursement as an instrument of government spending shock. Kraay tray to
address problems related to policy anticipation and independence from the current economic
situation by the assumption that debt reimbursement is determined in advance and it is not
related to the current economic situation. Moreover, as Kraay shows, only 20% of the total loan
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is disbursed in the first period and 17% in the second year and so on. Resulted from this
evidence, Kraay claims that disbursement of particular loan is predetermined, but as in
developing countries loan is one of the basic sources to finance expenditures, then it can be a
good instrument of government spending. In this group of countries, Kraay applies his analysis,
on average 16% of expenditure is financed at the expense of loan taken from multilateral and
bilateral official creditors. But this strategy cannot be taken without careful judgment. Firstly,
Kraay has conducted this analysis about 102 developing countries, but approximately 84% of
those countries use foreign debt as a significant source for financing government expenditures.
Hence, if we follow Corsetti's analysis about fiscal multiplier, most part of developing
countries are below -6% critical threshold of negative budget balance (i.e. net borrowing).

The multiplier identified by Kraay varies from 0.38 to 0.42; which is fairly lower then
multiplier for developed countries. However, there is a question about the multiplier calculated
by Kraay; is it really unconditional multiplier i.e. multiplier in normal times? If we take into
account the fact that most of the countries, Kraay applies his analysis, use loans to finance its
expenditure, it is a conditional multiplier in case of high indebtedness. As other studies show
fiscal policy is less efficient in case of higher debt, and then we can claim that the multiplier
identified by Kraay in developing countries makes difficulties to interpret as multiplier in
normal times in those countries. Moreover, the size of multiplier is affected not only by debt
level but also, the source of debt financing matters. The rest part of this section deeply review
some stylized facts in the literature on government spending multiplier.

Effect of debt level and its composition on the size of multiplier

The indebtedness level of a country effects on the size of the fiscal multiplier and it is
higher for countries with low levels of debt (Corssetti, 2012). Initially, when the public debt
level is not very high government spending and private consumption are positively correlated,
but when the debt level reaches a critical level they move in the opposite directions. The
motivation of this argument is that a high level of debt is accompanied by a high interest rate
because of higher risk premiums, especially in developing countries. Consequently, the
crowding out effect dominates and fiscal policy efficiency is small. Furthermore, if the
Debt/GDP ratio is above 50%, then fiscal policy is strongly unproductive; the long run
multiplier in this case is -2 (llzetski, 2009). This once again means that to finance government
consumption at the expense of taking debt is not a good deal. It is obvious that we face strong
crowding out effect, which can be result of expectation about future consolidation and higher
taxes, i.e Ricardian equivalence holds.

There exists some evidence about the strong crowding out effect of private investment
due to public expenditures financed at the expense of domestic loans from banks. For instance,
Emran and Farazi (2008) showed that if governments in developing countries take loans from
banking sector, then each $1 (taken from a bank) caused a reduction of private investment by
$0.8. This evidence emphasizes the liquidity constraint in developing countries. Moreover,
Gupta et al (2005) argues that a 1 percentage point increase of expenditures financed through
domestic loans causes a reduction of the potential growth rate by 0.75 percentage points. The
argument is that if deficit is financed through domestic debt, then it amplifies inflation, which
negatively effects on growth.

It should be mentioned that the source of financing matters for the size of multiplier. In
particular, debt financed expenditure causes an increase in private investment in developing
countries; if such expenditure is financed through tax then it has a negative effect (Miller and
Ahmed, 1999). Miller and Ahmed (1999) analyzed the effect of source of spending on
crowding out effect on investment and show that debt-financed expenditure crowds out
investment if it concentrates on social security and welfare, but expenditures on
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communication and infrastructure crowds in. As for tax-financed expenditure, we face a
negative effect on investment if it is spent on infrastructure.

This idea is also supported by the analysis of Barro (1990), He states that tax-financed
government expenditure causes a negative effect on GDP. Moreover, if it is productive
spending, then it balances negative tax effect and causes a positive impact in the economy.
While argument in favor of debt financed expenditure shows a liquidity constraint in
developing countries. A government provides additional liquidity to economy by taking loans
instead of tax based expansion. However, we should not forget the discussion about critical
level of debt and its negative impact on the effectiveness of public expenditure.

Composition of Government Spending

To determine the size of the fiscal multiplier is equivalent to identify when it crowds in
or crowds out private consumption and investment. Existing literature about the effect of fiscal
policy on investment can be summarized as follows: government capital expenditure in
developing countries crowds in investment, as private and public investment can be considered
as complements, while government investment is not more effective than consumption in
developed countries. The last finding fits the traditional view of crowding out effect of
government spending due to higher interest rates. However, evidence about developing
countries is a non-traditional view, which is more powerful under non full employment
condition. However, the magnitude of this effect depends on the structure of spending. For
example, Sadeghi et al (2013) in their panel analysis about developing and developed countries
show that the elasticity of private investment with respect to public investment is positive and
significant (0.31), while it is 0.18 in developed ones. Moreover, private investment elasticity
w.r.t. other type of expenditures is negative and lower than in developed countries, i.e.
crowding out effect. Those authors conclude that in developing countries public investment is
more efficient because private agents face a liquidity constraint, and interest rate differentials.
However, there exist some other evidences which do not support this idea. For example Hasan
(1960) states that in developing countries public investment has a long run nature
(infrastructural projects, irrigation and other) and it has a low effect on current output and it
contributes to inflation. The paper by Hassan (1960) is only a theoretical discussion, but recent
empirical evidence from the IMF suggests that public spending on investment has positive
impact on the economy, not only in the short run, but also in the medium-run; Estevao and
Samarke (2013) in this paper estimate investment multiplier as from 0.2 to 0.7 and from 0.42 to
0.92 in the short-run and in the medium-run, respectively, in case of central American
developing countries, while non-productive expenditure has a negative impact on those
countries. As for the type of expenditure, the empirical evidence about developing countries
shows that cutting expenditures on investment can be more harmful in the case of economic
downturn relative to cuts in current expenditure.

Devarajan et al (1996) showed that in the case of developing countries, current
expenditures positively effect on GDP, while capital expenditures have a negative influence for
the panel of 43 developing countries over 20 years. In their model, they also account for the
total level of government spending; hence, in their model a one dollar increase of capital
spending automatically means a dollar reduction in current expenditures. But in other models
which do not account for total level of expenditures, then as Devarajan et al (1996) claim, the
strong positive effect of capital expenditure can be a reflection of level effect of expenditure
and not the relative advantage of capital over current expenditure. Actually, Miller and Ahmed
(1999) do not control the total level of expenditure in their linear fixed effect estimation for 23
developing and 16 developed countries. Their result is more informative and different than the
previous evidences. In principle, they showed that if expenditure on transportation and
communication is financed through either taking loans or tax, then it has a positive effect on
investment for developing countries, but we have zero or a negative impact on investment in
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developed countries. However, if the government spends money on social security and
welfare, it crowds out private investment. The work by Miller and Ahmed (1999), however,
does not say anything about the gross effect on GDP due to different types of budget outlays.

In case of developing countries full effect of government investment is not reflected in
multiplier. Kraay et al (2013) claim that higher share of expenditure on investment does not
mean that it is automatically resulted in the higher asset accumulation in developing countries
due to inefficiency and waste. This analysis is supported by Kneffer and Kanck (2007).
Moreover, Gupta et al (2011) numerically showed that a significant part of public expenditures
on investment are not reflected in productive investment in developing countries. For example,
in case of low income countries the share of capital stock adjusted with efficiency criteria is
30.1% of GDP, while the raw share is 71%. This finding magnifies our intuition that due to
institutional rigidities, the spending on productive assets is not effectively used in those
countries. Furthermore, the income share of adjusted public investment in GDP is lower (0.14
instead of 0.25), but because of downward adjustment of public investment by efficiency
criteria, then marginal productivity for low income countries reaches 0.88, which is too high.
Moreover, it is slightly higher than the marginal productivity of private investment (0.71).

To sum up, as it was previously stated in the analysis by llzetzki et al (2010), the
government investment multiplier is 0.6, which is significantly much higher than consumption
multiplier (-0.19) in developing countries ; the paper clarifies that with 95% confidence level
we can say that the efficiency of government investment is higher than the consumption
multiplier in those countries. Moreover, the multiplier effect is further eroded with
inefficiency.

Fixed Exchange Regime versus Flexible

In his paper, Muller (2012) identifies government spending multiplier as 0.75 under a
floating regime vs. 1.2 under a pegged regime. The difference is significant but not as large as
in other works. For example, Petrogiet a (2014), for a panel of 10 emerging European
economies show that the spending multiplier under a pegged regime is 1.31 versus 0.03 under
fixed exchange regime. Moreover, Muller finds evidence against the traditional Mundel-
Flaming channel; in this standard framework, government spending under the flexible
exchange regime causes appreciation of the domestic currency and additional crowding out of
net export, but in this evidence we face no deterioration of net-export. This means that there are
other channels for making the difference between fiscal policy efficiency under fixed and
flexible regimes.

There is no strong convention among economists about fiscal policy efficiency under
fixed and flexible regimes. One cohort of economists for example, Corsetti et al (2012) claim
that increasing outlays from the budget causes an increase of the interest rate. As a result, it
causes currency appreciation, but if then monetary authority desires to fix the exchange rate,
then it should increase money supply, which is additional stimuli for an economy and because
of this we would expect a higher multiplier. But as other studies show, the real world is not so
simple and we should investigate the effect of fiscal expansion under a fixed exchange regime
and its interaction with other conditions of an economic environment. For example, Bonam and
Lukkezen (2013) show that when a country experiences high sovereign debt risk, then currency
devaluation is expected to the response of fiscal expansion. As a result, the monetary authority
will have to tighten monetary policy in the case of a fixed exchange regime. Consequently, we
face a higher interest rate and stronger crowding out effect of investment and consumption,
hence a lower multiplier under a fixed exchange regime instead of the big stimulus predicted
by one group of authors. However, Bonam and Lukkezen (2013) argue that there is a room for
fiscal policy when its effect is higher under a pegged than flexible regime, even if we introduce
sovereign risk in our analysis. For example, expansionary fiscal contraction holds only in the
case of a fixed exchange regime only in the short run. Hence, if sovereign risk is high and
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fiscal authority consolidates, then it reduces the risk premium and stimulates an inflow of
capital, which causes appreciation of the domestic currency. Under the peg, however, monetary
authority intervenes and we do not face crowding out effect of export. This last finding once
again emphasizes the importance to account existed economic environment during discussions
on spending multipliers.

The difference between multipliers under fixed or flexible regime is also determined by
degree of capital mobility. Riguzzi at el (2015) find that the output multiplier is lower (0.71) if
capital markets are well functioned, relative to the case when capital mobility is limited (1.44).
The intuition is that when capital mobility is limited then to the response of fiscal expansion
exchange rate appreciates, but if capital mobility is limited, then the degree of possible
appreciation is lower and as a result crowding out effect of export is minor, hence multiplier is
higher. If we account imperfect capital market in the developing countries then this factor
would have a positive effect on the size of spending multiplier. Moreover, Kraay (2012) show
that in case of developing countries there is no difference between multipliers under fixed or
flexible regime, because if financial market aren’t well functioned then there is no appreciation
of domestic currency and no necessity of intervention. Hence, financial openness negatively
effects on spending multiplier as well trade openness causes the lower multiplier.

Effect of openness on the size of multiplier

There is abundant empirical evidence about the relationship between openness and the
effectiveness of fiscal policy, for example, Corsetti et al. (2012), llzetzki et al (2011) and etc.
Also, Karras (2011) conducted analysis for 62 developed and developing countries and show
that fiscal multiplier is decreasing function of degree of openness. For example, when openness
is around 10%, then multiplier is too high (1.39) for this group of countries, but if openness is
50%, then multiplier becomes 1.05 and in the very extreme case when openness is more than
100% then multiplier reaches the lowest level (0.61). If the degree of openness is high, then the
significant part of purchases by government are concentrated on imported commodities and the
impact of policy on the domestic economy is limited. Above mentioned findings can be
summarized with the table I.

To sum up we face significant variation of fiscal multipliers across various policy
environment, the above discussion supports Corsetti’s idea that there is no “the multiplier”.
Consequently, in this paper we analyses government spending multiplier by accounting policy
environment, as it is suggested by Corsetti and others (2012).

Government spending multiplier in developing countries

There exists a significant evidence gap in the literature about the size of the spending
multipliers in developing countries, while it is widely researched for advanced economies.
Nevertheless, some evidence about fiscal policy efficiency in developing countries still exists.
For instance, the short run multiplier for developing countries is 0.4, (Kraay (2012)); while it is
higher and close to one in the developed countries (Corssetti, 2012). As a result (see, table |

1), first stylized fact from literature about developed and developing countries is that
fiscal policy efficiency is higher in developed countries.

The basic reason why empirical evidence about developing countries is scarce is in lack
of precise and long time series data for government spending as well as for other relevant
variables to estimate fiscal policy efficiency. Due to this, for example, Kraay (2012) uses
different methodology to estimate the multiplier in developing countries. In principle, Kraay in
his paper uses an external debt reimbursement as an instrumental variable of government
spending, because this variable is well accounted by the World Bank for each country and it is
strongly correlated with government spending in developing countries.

Table I. Summary of literature on fiscal multipliers.
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Country Impact Cumulative Methodology | Shock
multiplier
Developed countries®
Perotti (2005) | Australia -0.1/0.4 1.4/0.7 VAR Government
Canada 1/-0.3 0.6/-1.1 spending
Germany 0.6/0.5 -0.8/-1.1
UK 0.5/-0.3 0/-0.9
USA 1.3/0.4 1.7/0.1
Romer and USA 1.2 (one 4 Narrative Tax
Romer year) (cumulative)
(2008)
Ramey USA 15 1.5 Narrative Gov.
(2008) spending
Johnson, USA 0.2/0.4 n.a. Tax rebates
Souleles, and
Parker (2006)
l1zetzki and High income | 0.4 1.5 VAR Government
Vegh (2008) spending
Blanchard USA 0.9 1.3 VAR Government
and Perotti spending
(2002)
Cogan and USA 1.0 1.2-15 DSGE Government
others (2009) spending
Dalsgraard, USA 11- 2.1-2.8 OECD Government
Andre, and 1.5(one INTERLINK | spending
Richardson year) model
(2001) Japan 1.7-2.6 2.8-4.5
(one year)
Euro Area 1.2-19 2.1-34
(one year)
Elmendorf USA 1 n.a. DSGE Government
and Furman spending
(2006)
Corsetti and OECD 0.7 n.a. Two step Government
others (2012) model spending
Developing and emerging economies
Kraay (2012) | 102 0.38-0.42 IV estimation | Government
developing spending
countries
l1zetzki and -0.19 0.38 VAR Government
others(2009) spending
l1zetzki 0.2 VAR Government
(2011) spending
Shen and Developing 0.39 DSGE Government*
S.Yang countries spending

% Al those multipliers are taken from IMF staff paper note about fiscal multiplier (2009)
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(2012) 0.32 DSGE Government®
spending
Petrovic and | Emerging 0.2 0.58 VAR Government
others (2014) | European spending
economies
1. Theory

In this section, | review different theoretical approaches to identify fiscal multipliers;
i.e. what they are and why they vary across different theory. llzetski and others (2012) claim
that there is no “the multiplier” and it varies across different policy environment. Therefore, |
will review key drivers of the size of multipliers resulted from the different economic
environment and finally based on theoretical discussion; | will formulate two stage procedures
for estimating government spending multipliers, similar to the model developed by llzetski and
others (2012).

The simplest definition of a fiscal multiplier is that “it [spending multiplier] is the
change in output due to a change in fiscal policy instrument” (as cited in Chinn 2013).
Algebraically, it is 0y/0x where y is output and X is a policy instrument. If we wonder about the
immediate impact of a policy, we should calculate the impact multiplier (iAY/AG), but in
most cases, especially when we try to calculate fiscal multiplier based on quarter data, we
should calculate a cumulative multiplier:

IlooAY:
TizoAGt’

Most of empirical evidences about multipliers use not only Yt (GDP) as an endogenous
variable, but also, researchers try to investigate how a change in fiscal policy is reflected in
changes in consumption, investment, current account balance, exchange rate and other
macroeconomic variables (Corssetti, 2012; Petrovi¢, 2014).

I begin the discussion about the fiscal multiplier from the perspective of Neoclassical
Synthesis. This theoretical model is characterized by Keynesian properties in the short run and
Classical properties in the long run. As a result, as prices are sticky and cannot adjust quickly
in the short run, fiscal policy is efficient and the multiplier is larger. Nevertheless, we expect
no permanent effect from the change of fiscal policy as we use properties of Classical theory in
the long run (Chinn, 2013).

The government spending multiplier is close to zero in Neoclassicists™ approaches, as
they assume no nominal rigidities. Moreover, this theory predicts a negative fiscal multiplier if
taxes are distortionary.

Finally, as a New Keynesian model uses inter temporal optimization, it is close to
Classical approaches in its predictions, but additionally the model uses the assumptions about
nominal and real rigidities. Due to these last extensions, fiscal policy has an effect on output in
the short run (Chinn, 2013). Fiscal policy is not secured itself from a negative spending
multiplier if expenditure is expected to be financed at the expense of taxes in the future; this is
reflection of Ricardian equivalence (Capet, 2004). An expectation that taxes will be higher in
the future erodes consumption and investment today and output decreases consequently, so
there is a negative spending multiplier.

In order to estimate multiplier in practice at least two conditions must be satisfied for
government spending shocks, it should be unanticipated by economic agents and
contemporaneous exogenous. Moreover, there is no “the multiplier” and it varies in relation to
the economic environment. First of all cyclical nature of government spending matters. If

* Source of expenditure is domestic debt
% Source of expenditure is external debt
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government spending is acyclical, then the requirement of contemporaneous exogeneity holds.
But we still do not have a guarantee that fiscal policy is unanticipated. Empirical literature
about the cyclical nature of fiscal policy can be summarized as follows: fiscal policy is
acyclical or counter cyclical in developed countries and mostly pro cyclical in developing ones
(lzetzki, 2008). For example, the measure of the cyclical nature of government spending is
0.61 for developing countries and -0.11 for developed ones based on GMM estimation. Kraay
et al. (2013) make a distinction between discretionary fiscal policy and automatic stabilizers
and claim that in the case of developing countries, both of them are pro cyclical; automatic
stabilizers are ineffective in those countries to smooth fluctuation of output. Moreover, they
state that the procyclical fiscal policy is a reflection of constraint on financial resources, and
also, sometimes it is politically motivated. Kraay points out that during the post crisis in 2008,
the developing world and their governments had a better fiscal stance and they had a tendency
to more counter cyclical policy then in the pre-crisis period. Theoretically, counter cyclical
policy is optimal, as increase in government spending relaxes liquidity constraint in economy
in case of recession and its effect is stronger. Hence, recommendation is that government
should increase spending in crisis time and reduce it in boom. In contrast to last argument
about the advantages of counter cyclical fiscal policy, Hemming (2002) advocates that
contractionary fiscal policy can be expansionary. Hence, fiscal consolidation causes a positive
response from the private sector. The basic reason is that consolidation, in particular, if a
country faces high public debt, causes reduction of risk premium, and as a result, the crowding
out effect will be lower after consolidation and fiscal policy recreates power. Moreover, if low
and negative fiscal multiplier is tendency in developing countries, then pro-cyclical fiscal
policy seems rational for those economies; moreover, if they have problems related to
solvency. For example, if a particular country increases its expenditure in bad times and the
multiplier is negative, then it causes an additional reduction in GDP due to counter cyclical
fiscal policy. Based on this discussion pro cyclical fiscal policy takes advantages in the case of
developing countries mainly during recession. Debt level is main reason why counter cycle
fiscal policy is not optimal in case of developing countries, high debt level bears positive and
high risk premium from investor’s point of view, hence, if public debt is high then better
strategy is to reduce government expenditure. In addition to low multiplier in case of high level
of public debt, if it is financed through domestic loan then the multiplier is lower than if it is
financed through foreign loan. Intuition is that if financial resource is scarce within country
then additional financial resource from abroad provides additional liquidity to economy and
crowing in effect of government spending is larger.

Not only debt composition matters in terms of size of multiplier but also spending
composition is important, in developing countries public investment is more efficient then
government consumption, as public investment has complimentary effect and crowds in private
investment, as a result effect is stronger.

In case of fixed exchange rate multiplier is higher, as expansionary fiscal policy
provokes expansionary monetary policy. However, situation changes if capital market mobility
is low. Higher government spending financed with debt causes higher interest rate that can be
reflected in inflow of financial resources from abroad, it pushes exchange rate up, and
monetary authority has to increase supply of money to reduce interest rate differential. But if
capital mobility is low then there is no pressure on  exchange rate and no necessity for
monetary expansion as a result no additional multiplier effect.

Based on empirical strategy described below size of spending multiplier will be iterated
with different macroeconomic conditions.

Empirical strategy
The existing literature on government spending (or consumption) multipliers are mostly
concentrated on identification issue of discretionary fiscal policy shock, i.e. the unanticipated
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part of government expenditure and its effect on output, private consumption, exports and
many other macroeconomic variables. To identify the unanticipated part of government outlays
is a principal requirement for precise estimation, especially for the research concentrated
government spending multiplier based on VAR (vector autoregressive) model. In order to
identify the unexpected part of government consumption SVAR (stochastic specification of
VAR model), models make some linear assumptions about fiscal policy rules, and the rest of
government spending can be considered as the unanticipated part. But as llzetki (2010) points
out, there is no guarantee that the unexplained part by econometric models cannot be predicted
by private agents; this is common across other papers based on the conventional VAR
estimation developed by Blanchard and Perotti in 2002. But if the fiscal shock is predicted by
private agents, this causes changes in their behavior and we cannot estimate the efficiency of
fiscal policy precisely.

There are also a few papers, for example, Ramey (2011) which use extraordinary shocks
in the economy which cannot be anticipated. For example, Ramey uses war time expenditure
in the case of the USA to predict the government spending multiplier. Ramey argues that
military expenditures in the case of the USA were properly exogenous shock. Other findings
notify us about that the exogeneity assumption about war time requisition is ambiguous. For
example, Ilzutski (2008) in his paper argues that war time can be predicted in advance by
individuals. The reason why it is problematic is that when we want to predict exogenous fiscal
shock there are two basic requirements. Firstly, as we already said, fiscal shock should be
unanticipated and secondly, shock should not be related to the current economic situation.
Without ambiguity it can be said that wartime requisition is absent from the current economic
situation. But it can be anticipated by private agents, because war cannot be started
immediately. Moreover, the main reason why the model proposed by Ramey contains potential
problems is that it requires a long time series, For example, the analysis by Ramey is applied
over a long period of history of the USA and it covers a war time in Vietnam as well in Korea.
Such long data is not available for most of other countries; moreover, those wars were out of
the territory of the USA and these war times were not related to a significant reduction of
capital in this particular country. Of course, this is not the case in other countries where the
result of war was an extraordinary destruction of capital. Those are the main drawbacks of the
model proposed by Ramey; at least it is too problematic to apply this model for other countries
besides the USA.

As we say, the basic requirement is that fiscal shock should be contemporaneously
exogenous, hence, fiscal stimulus should not be driven by the current economic situation.
Because of this, researchers have to make an assumption about the lag in which fiscal policy
can react to contemporaneous change in the economy. In normal times, of course, this lag is
just one year; as the fiscal authority works out a new budget plan within one year intervals; but
more problematic is that what happens during sudden and sharp downturn or boom periods.
Most researchers who use quarter data claim that one quarter lag is quite relevant in this case;
i.e. fiscal authority needs at least one quarter to adjust its initial budget plan. The assumption
that fiscal shock is contemporaneously exogenous is difficult to apply in the analysis which are
based on annual data; in this context contemporaneously exogeneity means that the fiscal
authority does not make any adjustment in the budgetary plan during one year. As Corsetti
claims, a one year period as an implementation lag is relevant if there is no extraordinary case;
for example, as this was in the case in the global financial crisis in 2008.

The second part of literature for identifying fiscal multiplier is based on New-Keynesian
DSGE models. Structural models are not sensitive to assumptions required by VAR model, but
they still bear some restrictions. The main assumption is related to price setting behavior.
DSGE framework follows Calvo type price setting; according to this, one part of prices on
intermediate goods are rigid in the short time period, but some part of prices are free to
optimize to the response of change in the economic situation. For example, Christiano,
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Eichenbaum, Rebelo (2009) in their paper for identifying the spending multiplier makes the
assumption that 0.85 parts of price are rigid. And only under such exaggerated assumption they
make a conclusion that the fiscal multiplier is 1.05. It is obvious that the size of the fiscal
multiplier identified by DSGE models is sensitive with respect to the assumption about Calvo
type price setting; if prices are less rigid then DSGE identifies a smaller multiplier against
higher rigidity when the identified multiplier is close to Keynsian multiplier, and it is not a big
surprise in the case of high price rigidity.

Moreover, there is no convention among economists about fiscal policy rule, which is
one of the basic equation in DSGE framework (Batini et al, 2014); in principle, we observe
different modelling of fiscal rule in different papers; this can be a potential source of variation
of the fiscal multiplier itself.

Those problems related to conventional VAR and DSGE models is amplified by data
limitation in the case of developing countries, this is a main reason why we have little
empirical evidence for this group of countries. As we face lack of convention in estimation
procedures and huge variation among calibrated multipliers is tendency, Batini et al (2014)
provide a new model for estimating multiplier under data limitation called “the bucket
approach”. This model is basically an “analytic guess” about the fiscal multiplier. The
multiplier under this model is a simple weighted average of scores assigned to particular state
of country (openness, rigidity of the labour market, level of automatic stabilizers, fixed or
flexible exchange regime, level of government debt, effective expenditure/revenue
management), but the authors allocate this measure of multiplier to three different intervals,
hence, it gives us interval estimation and not point estimation of the fiscal multiplier.
Unfortunately, except its simplicity under data limitation, this model has no theoretical
background.

Finally, we can say that each type of model, i.e. VAR and DSGE models cannot be used
without pros and cons, and we need deeper analysis of specific application of those models to
determine when the identified multiplier by economists can be obtained without any significant
bias.

As it is stated in many papers, for example Perotti (2007), Muller (2012) the
conventional VAR models proposed by Blanchard and Perotti (2002) are unable to predict
fiscal shock, which is perfectly discretionary or unanticipated. Perotti’s argument is that most
of the papers use one quarter implementation lag which is too short for fiscal policy to be
implemented in this period, because of long implementation lag it can be anticipated by private
agents. This idea is tolerated by Muller et al (2012). They proposed to add predicted
government spending in model. Due to this, we can reduce the risk of anticipation. This
approach is practically implemented by Corsetti (2012) for OECD countries when he uses
composite leading indicator as a proxy of predicted GDP in his two stage regression. As long
run time series about predicted GDP or government spending is not available in the case of
developing countries, then economists will have to work out new ways for predicting
unanticipated fiscal shock, for example, Kraay use instrumental variable estimation (but as
was discussed, his approach is not free from problems).

Corsetti, Meier, and J. Muller (2012) suggests a two-stage model to identify fiscal
multiplier. This model tries to solve omitted variable problem which is the main problem in
conventional VAR models. In principle, they put dummy variables which describe the
economic environment in the model, such as: currency peg dummy, crisis dummy, the state of
the primary balance of budget, public debt level.

The objective on the first stage the model identifies fiscal shock which will be
orthogonal to other developments in the economy, i.e. exogenous shock of government
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spending. At this stage this model assumes that the fiscal policy rule can be described with past
information on the economic environment. In principle, the explanatory variables at this stage
are: trend variable, two lagged values of government spending (g1, 0t2); two lagged value of
real GDP per capita (Y1, Yi.); public debt/GDP ratio (by4); peg dummy (peg.1,i); the dummy
variable which shows the level of the primary deficit (strain.;,1), crisis dummy (crisis,.,;). But
as it pointed out in other papers fiscal shock which is generated through fiscal policy rule can
be anticipated if the rule is based on only past information, and public expenditure can be
predictable in this case. Due to this Corsetti and others try to control future development in the
economy by introducing composite leading indicator (cli.1,;) which is used as a proxy of
predicted GDP. The dependent variable is government spending per capita in t period.
Stage (1)
Gy =6; +§; *trend; +Pi1 Gr1 + iz Grotyia Yia iz Yio+0iClicy, +Xi beat piipeger +

Pir2Straingy,; + pisCrisisyy, i+, (1)

At the second stage, this model uses fiscal shock and its lagged values as explanatory
variables (uhaty,, phat.y, ,uhat.,, ,uhat.3;) generated from the first stage regression. Also,
interaction between fiscal shock and dummies which describes economic environment is
applied (phaty *d, phatyy *deg) , phatis *dio, . phates *ds,; ), as well pure effect of
dummy variables on the dependent variables is considered (dy,d:1,,dt,i-2,di.3, ). The dependent
variable can be firstly, GDP per capita, as well as, consumption, investment, export, exchange
rate and many other macroeconomic variables.

Stage (2)

Xii=a; +kitrend; +qiXe.1, +&phaty, + Euhatyy ) + Egphatey + Egphates +ti(uhaty *dy, )+

To(phatyy *dig, )+ Ta(uhates *dio, )+ Ta(uhats *dis) )+ oadi i+ 020i1 i+ 030;i0+ 040is) +e, (1)

Corsetti and others (2012) use this model to estimate the spending multiplier for OECD
countries, based on annual data. In this section | am going to apply this model for CIS
economies. The main limitation is the lack of sufficient data; | use annual data from 1991 to
2016 on GDP per capita (current USD), instead of dummy variable of bed fiscal time which is
defined based on primary balance in the original paper, | use GDP/public debt threshold. Also,
the data about composite leading indicator is not available for those groups of countries, and
instead of this, | use a one year forward lag value of the trend component of GDP.

2. Data
In this paper government spending multiplier is estimated with two stage linear model.
On the first stage government spending shock is identified based on the fiscal policy rule as it
was described in empirical strategy, fiscal policy rule is determined with public debt level,
budget balance, currency peg regime, and crisis periods. Detailed description of those variables
and their sources is given in the table II.

Table Il. List of variables

Variable Data source

Log of per capita GDP World Bank database, World Development Indicators:
GDP per capita (constant 2010 US$) World
Development Indicators. Data is available from 1992
to 2015, in total we have 290 observations

Log of real per capita government World bank database: World Development Indicators,
spending general government final consumption expenditure
(% of GDP) is used together with per capita GDP to
reconstruct per capita government expenditure, data
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are available from 1992 to 2015, in total we have 288
observations.

General government gross debt (as % | IMF, Data is available from 1992 to 2015 only for

of GDP) Russia and Ukraine, also, data on debt is available
from 1995 to 2015 for most CIS countries. In total we
have 256 observations for 12 countries

Financial crisis dummy Takes on value of 1 during financial crises, and 0
otherwise, when one of them Systemic Banking
Crisis (starting date) Currency Crisis,Sovereign
Debt Crisis happens. The data comes from IMF
Working Paper "Systemic Banking Crises
Database: An Update" by Luc Laeven and
Fabian Valencia (2012) which is available from
1992 t0 2012, In total we have 262
observations for 12 countries.

Bad fiscal times dummy Takes on a value of 1 when lagged public debt
exceeds 100 percent of or alternatively time when
General government net lending/borrowing (Percent
of GDP) is less than -6%. Because of limited data
availability on General government net
lending/borrowing, we have to use public debt
threshold for determining bed fiscal time. The 100%
threshold is taken by Corsetti at al. (2012) for
advanced economies, but 60% threshold is more
prudent for CIS countries.

Peg dummy Carmen M. Reinhart database: Exchange rate
regime classification, annual, 1946-2016,
(http://www.carmenreinhart.com/data/browse-by-
country/ ) is used as a peg dummy variable

Data is available from 1992 to 2015, in total we have
288 observations.

Results and discussion

On the first stage 12 individual regressions were run and residuals (spending shocks)
were identified. Residuals from the first stage linear regressions are government spending
shock, i.e. part of government spending that cannot be explained by fiscal policy rule.

On the second stage initially unconditional multiplier was estimated, hence, the model
was estimated without putting dummy variables on economic condition in it. On the second
stage firstly unit root test was applied for logarithmic value of GDP and as it was predicted
non-stationarity was detected with Im—Pesaran—Shin test, but first difference of In(GDP) is
stationary. Hence, on the left hand side dependent variable in our model is growth rate of GDP.
Unconditional fixed effect model predicts that coefficient of impact of government spending
over growth rate of GDP is 0.045, however, this cannot be interpreted as multiplier, because
the multiplier is level change in GDP from 1 dollar change in government spending; as the
average share of government spending is 15% in CIS countries, we can say that 0.045/0.15=0.3
is unconditional government spending impact multiplier for CIS. Hence, one dollar
government spending shock cause 0.3 dollar increase in GDP, this coefficient is quite close to
multiplier identified by Kraay. First and second year lag multipliers are insignificant, on the
third year impact multiplier is negative and significant, as a result cumulative multiplier is
smaller than impact multiplier, this finding suggests that government spending is significant
contemptuously, but close to neutral in the long run.
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Table I11. Second stage regression analysis

Unconditio
nal
(model 1)

®° @’
Spending shock 0.0456"  (3.78)

Spending shock - -0.0385  (-1.40)
1

Spending shock - 0.0293 (1.30)
2

Spending shock-3  -0.0261"  (-2.97)

Spending
shock*debt
dummy
Spending
shock1*debt
dummy1
Spending
shock2*debt
dummy?2
Spending
shock3*debt
dummy3

Debt dummy
Debt dummy -1
Debt dummy -2
Debt dummy -3
Spending
shock*peg
dummy
Spending
shock1*peg
dummy1
Spending
shock2*peg
dummy?2
Spending
shock3*peg
dummy3

Peg dummy
Peg dummy 1
Peg dummy 2
Peg dummy 3
Crisis dummy®
Crisis dummy 1

8 Coefficient
T t-test

Debt
level
(model 2)

€]
0.0529"

-0.00577

-0.0224

0.0267

-0.00946

-0.0539"

0.0600"

-0.0553

0.0404"
-0.0330
-0.0234"
0.00549

81 —in case of expansion and 0- in case of recession.
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(2
(3.36)

(-0.16)

(-0.92)
(0.48)
(-1.36)

(-5.24)

(6.68)

(-1.10)

(3.60)
(-1.79)
(-2.62)
(0.75)

Fixed vs.
flexible
exchange
regime
(model 3)

(€]
0.0495"

-0.0262

-0.0180

(2
(2.50)

(-0.85)

(-1.07)

-0.000842 (-0.09)

-0.00148

-0.0349"

0.0605"

-0.0203

0.0377"
0.00183
-0.0155
0.00459

(-0.11)

(-4.78)

(4.52)

(-0.96)

(3.36)
(0.22)
(-1.70)
(0.55)

Recession

VS.

expansion
(model 4)

)]
0.0195"

-0.0399

0.0302

*

-0.0342

0.0466"

-0.0379"

2
(2.23)

(-1.79)

(1.52)

(-5.12)

(6.12)
(-7.46)
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Crisis dummy 2 -0.00922  (-1.43)
Crisis dummy 3 -0.0325"  (-3.98)
Spending shock* 0.00781 (0.67)
crisis dummy

Spending 0.0363"  (4.56)
shockl1* crisis

dummy1

Spending 0.00620 (0.57)
shock2* crisis

dummy?2

Spending -0.000126  (-0.01)
shock3* crisis

dummy3

_cons 0.0534" (104.52) 0.0621° (9.94) 0.0280" (2.82) 0.0658"  (21.46)
N 210 210 210 210

One of the core question in our model was how economic environment effects on the size of
multiplier.

Effect of public debt level

60% of debt to GDP ratio was taken as a threshold to analysis effect of government spending
when it keeps low level of debt versus higher level of debt. When the debt/GDP ratio is less
than 60% (low level) then impact multiplier is 0.35°. Coefficient of interaction between
government spending and debt dummy is not significant contemporaneously. Hence, impact
multiplier at high debt versus low debt is not different. However, coefficient of first and
second year lags of interaction variable is significant, but signs of those coefficients oscillate.
Hence the model doesn’t provide enough evidence to conclude that fiscal multiplier is smaller
in case of high debt versus low debt level in the case of CIS countries, probably, it happens
because of low frequency of sovereign debt problems among those countries in data.

Crisis and spending multiplier

I defined crisis as negative deviation from HP trend of GDP, hence the negative output gap,
while positive deviation is expansion. Government spending impact multiplier in crises time is
0.13%, this is significantly smaller than unconditional multiplier. Coefficient of interaction
variable of government spending and crisis dummy on impact is not significant; hence, impact
multiplier is not different across crises versus non crises conditions. However, the previous
year multiplier in case of expansion is positive and significant (0.0363), this means that if
government increases expenditure in crises time then it will have negative effect on GDP in the
next year (negative multiplier is 0.24). This evidence supports the idea on expansionary fiscal
consolidation. Hence, if government will consolidates budget in crises time it has expansionary
effect on GDP. Alternatively, | defined sever crisis as negative one standard deviation from HP
filter. In this least case impact multiplier in non-crises time is 0.28 while coefficient of
interaction variable is insignificant too.

Currency regime and the size of multiplier

Based on Carmen M. Reinhart database on currency regimes | have applied interaction
between currency peg dummy variable and government spending shock to assesses variation

® Elasticity of GDP w.r.t. government spending is divided by share of government spending in GDP
0.0529/0.15
1%0.019/0.15

149



“9pmbmdolbBo”, “Ekonomisti” A3, 2018

of multiplier in flexible versus fixed exchange rate regime. Impact multiplier in case of fixed
exchange rate regime is 0.33, but model failed to identify different impact multiplier in case of
flexible exchange rate regime. However, government spending shock has smaller effect in case
of flexible regime versus fixed regime (multiplier is smaller by 0.23) after one year when fiscal
shock is implemented, probably, this means that monetary expansion channel needs time to
react on fiscal policy changes.

Conclusions or Implications

There is scarcity of researches on government spending efficiency, and developing countries
are not exception. This paper analyses government spending multiplier in CIS countries. Main
challenge for economists to measure government spending multiplier is to identify spending
shock which will be unanticipated and contemporaneously exogenous. This paper use two
stage linear model approach , on the first stage spending shock is identified based on modeling
fiscal policy rule, and on the next stage spending shock is used as policy variable to estimate
multiplier for the panel of 12 CIS countries.

Government spending unconditional multiplier identified in this paper is 0.3 for CIS countries.
In principle, the multiplier is close to other estimates for developing countries. It shows that 1
dollar unexpected increase in government expenditure is resulted in increase of GDP by 0.3
dollar. As a result there is no evidence of expansionary effect of government spending in CIS
countries.

Together with unconditional multiplier the paper also identifies spending multiplier across
different economic condition. As model shows there is evidence that in crisis time government
expansion can lead negative consequence to economy, it supports the idea on expansionary
fiscal contraction. According to the model there is no evidence on variation of multiplier
across debt level, while model estimates smaller multiplier in case of flexible exchange rate
regime versus fixed regime. There is no strong evidence on lagged effect of government
spending, hence, cumulative multiplier (long run multiplier) is not higher then impact
multiplier which is close to 0.3 for the panel of CIS countries, as it was expected spending
multiplier is low in this group of countries and this estimation is close to empirical evidences
for other developing countries. To sum up based on the evidence of two stage models for CIS
countries; fiscal authorities from those countries should not expect significant effect of
government spending shock to their economies, in addition, there is evidence that fiscal
consolidation contributes positive response of economy in crisis time in those group of
countries.
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