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I. General Description of Thesis

Topic urgency. Completely new conditions of the economical development of the country,

it’s striving for integration in the unity of EU countries, requires the development of economic
sectors and institutes of inter-sector relations. Among these problems, food production, its
provision for population with appropriate quality, quantity and at a reasonable price and the social
stability of it occupies the special place. The stable provision of contemporary society with food
requires systemic approach and introduction of unified chain from producing agricultural products
to consumers, the continuity of its provision and formation of unified management system. This
problem represents the subject of special concern in the economic policy of any state.

The first and the main prerequisite of the formation of national food market is the growth in
agriculture. In economical literature, press and electronic sources of information, the issues of
agricultural growth of the country and the food market saturation are widely considered. At the
same time, most of them do not represent the real conditions, forms and methods of problem
resolution and the sequence of their use. Especially the fact that financial and price levers are
considered as the panacea of country’s food market saturation and such an urgent issue as the
forms and methods of resolving organizational problems in food market formation are remained
beyond attention.

While conducting the complex research of various directions in the field of food market
formation of a state, the tendencies of modern world food market formation and the dynamic of
price changes (increase) on food products, should be considered. In our country today’s
disadvantages of food market is due to descending tendency of local food production and growth of
import. In the complex of the most important measures to solve the problems of this direction,
organizational forms (institutes) to move the food products produced in national agriculture and
from local production of raw materials forward to customers, occupy the special place. Among
them wholesale food market occupies a great (crucial in some cases) place in the leading states of
contemporary world.

Existence of national wholesale food market together with the rest analogical organizational
forms and structures, have quite high impact on both, on the growth of agricultural production and

on the raising interest in food production by agricultural entities (as the result of formation
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guaranteed market), also on the establishment of manageable (adjustable) organizational system
for moving forward the production.

In the formation of unified chain (wholesale food market) from food production to provision
for consumers, the coincidence of the interests of the process participants has a special place, as far
as engagement of each previously independent participants of food market in the organized
system of food industry is stipulated by their individual and group interests. Therefore, explaining
the content of economic interests of farming entities, interconnectedness and interdependency of
their personal, group and other interests, the unity of interests of different farming entities and
their contradictions, represent the evaluation and serious theoretical premise of argumentation
criteria for their cohesion level.

The fact, that in our country the (interdisciplinary) links between agricultural farms do not
exist, causes the research-actuality of the given topic, derived from the necessity of functioning
agrarian market space participants’ agricultural-industrial organizations and from the common final
goal.

The above mentioned makes it urgent to resolve the problem of developing and improving
organizational system (institute) for supplying population of the country with food. In order to
introduce and develop in Georgian reality, analogically to developed and post socialist states,

institutional form of supplying population with food - national wholesale food market.

The extant of problem study. In the 90-ies of the XX and in the first decades of the XXI

centuries, many Georgian scientists dedicated their scientific works to investigate the separate
issues of agro-food sector, agriculture and provision of society with food. Among them should be
denoted: Andghuladze R., Asatiani R., Bakhaia M., Benia Sh., Giorgadze H., Gogokhia R.,
Kiknavelidze A., Koghuashvili P., Kuntchulia T., Petelava S., Karkashadze N., Keshelashvili O.,
Tchitanava N., Kharebava R., Kharaishvili E. and others. Also the aspect (institute) of establishment
market economic relations and conducting successful reforms in agro-food sector, as actual as
systemization in time and space of continuous and stable procedure of providing population with
agricultural production, appeared beyond the researchers’ attention. From our point of view this
hinders considerably the provision of systemic approach to supplying food for population.

The field of researching agricultural problems - formation of wholesale food national
market, requires great efforts from the state as the practice shows it. Judging from the practical

experience, the state should take initiative to form such kind of market, should ensure financial
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expenses, support to interest and integrate private sector in this field, optimize management,
legislative and regulatory functions and resolution of other fundamental issues.

Research purpose and tasks. The objective of research is - to develop methodological and

practical basics for formation of unified national wholesale food market on the basis of logical
approaches, the practical implementation of which should support the realization of interests of

economic entities acting with united efforts in the system of wholesale food market functioning.
Considering the research objectives the following tasks had been set to be resolved:

e Analyzing, evaluating and generalizing theoretical, methodological and practical approaches,
modern concepts of national food market functioning and argumentation of author’s
position;

e Analysis and evaluation of the economic interests’ realization mechanism of the participants
in the chain of agricultural products local farming and moving them forward to consumers
using the wholesale food market and determination of improvement directions in
realization conditions;

e Studying, and generalizing the systems and structures used in modern developed countries
of food industry and customers supplementation; developing author’s views;

e Revealing, analyzing and evaluating the effectiveness criteria of economic partnership
between agrarian market entities;

e Analysis and evaluation of state regulation purposes, forms and mechanisms in the
functioning of wholesale food market and defining the ways of their improvement;

e Analysis and evaluation of usage extent of the existed potential in the processes of
country’s food market saturation with products, establishment and evaluation of the main
subjective and objective factors influencing on the strengthening of its abilities;

e Evaluation of the role of suggested model of unified national wholesale food market from
the point of ensuring country’s food security;

e Setting the general mechanisms, principles and phases of wholesale food market formation;

e Formulation of the formation and realization phases of unified national wholesale food

market model.
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Research problem. The research problem is the relations between participants in

functioning of country’s unified national wholesale food market and directions of their

improvement.

Research object. The research object is the process of agro-food market reproduction and
the mechanism of food supply for population - the national wholesale food market and social-

economic processes in it.

Theoretical and methodological basics of the research. Theoretical and methodological

basics of the research are the works of economic sciences classics, the researchers of
appropriate problem in national and foreign sciences. The works of different scientific —research
institutions about the problems of agricultural market functioning, the appropriate materials
published by annual special magazines and printed media, publications where the analysis and

evaluation of EU and Post soviet countries’ practical experiences are represented.

Empiric basics of the research. The empiric basics of the research are the materials of

Ministry of Economy and Sustainable Development of Georgia, National Food Agency, Ministry
of Agriculture of Georgia, National Statistics Office of Georgia. Different economical methods
are used to process the theoretical and methodological issues and resolve separate problems,
to justify the topic urgency, to determine research objectives and tasks, to form the wholesale
food market. Privately: Analysis, factors of production and amount comparison, study of
dynamic and others. The field observation results on the processes of food markets’ functioning

acting in Thilisi area and other factors are also used in research.

The main findings of the research. To maintain the dissertation, the following scientific

results and combination of main theses representing the personal findings of researcher, will be

presented:

1. As the result of analyzing market and market relations, the tendencies of changing
concept of contemporary food market have been revealed. It is denoted that
agrarian market is gradually distancing from its fluent type and is gaining the content
of oligopoly market that is due to the increasing pace of modern globalization and
integration processes between states, also penetration of trade and industrial capital

in agricultural sector and horizontal and integration processes in food industry.
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Essential multi-criteria system of the economic entities in agro—food sector is
evaluated, according which the interests are characterized as historical-social and
economical category of reproduction process system, stipulated by development of
industrial forces and industrial relations and extension of human material
requirements up to farming entities’ economic requirements.

The evaluation criteria of economic partnership of agrarian market entities is
presented and it is concluded that economic partnership of market entities gives
equal opportunity to produce food and move it forward to consumer, to participate
in this process and support realization of economic interest of all participants, as it
ensues from the wide concept of coordination criteria, it directly determines
financial condition of enterprise and its ability to respond to all internal and external
commitments.

As the result of studying the State regulation purposes, mechanisms, and methods of
wholesale food market, it is considered that state regulation of wholesale food
market is inevitably necessary. Because in the conditions of market economic
relations, the state itself is responsible for the stable provision of population with
food and for this purpose it represents the proper participant of agricultural
development; as far as the resolution of all the problems in rural reproduction is not
affordable only with the efforts of agricultural enterprises, especially in the reality of
Georgia today, when the most part of agrarian enterprises are presented as family
(farming) farms, which are still featured with low organizational —entrepreneurial
culture of agrarian production.

As the result of studying the modern organizational forms of agricultural product
supplementation, widespread in the developed countries of the world and the
specification of their functioning, their effectiveness is justified and their role
highlighted, which they can play to supply continuously country population with
desirable amount, high quality products and for affordable price in any period of
year.

On the basis of studying and analyzing contemporary Georgian agrarian market, it
was revealed that as the result of destroying planned farming system the food
provision process for population is carried out spontaneously from the food markets
functioning in unsystematic regime. All their entities, as a rule conducts only with
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personal motivation and interests (that is natural). None of the intermediate bodies
are interested to stably provide population with appropriate quality food and they
are opposing to society (state) interests. Naturally, the denoted situation
(Abstractness of participants’ interests of food market formation) causes the
instability of the process of market saturation with food and gives the opportunity to
manipulate with prices.

7. As the result of studying the structures of wholesale food market established for
providing population in developed countries with full assortment of food in the
demand-appropriate quality and price and the whole agrarian market and for the
purpose of creating similar conditions of food provision for Georgian population, the
procedures and phases of wholesale food market establishment are suggested. The
ways to deal with the problems during its functioning, and the procedural scheme
(algorithm) of wholesale food market is also given.

8. There are highlighted the main development directions of wholesale food market as
the creation of system; specifics and principles of their functioning and the
mechanisms (legislation, organizational procedures, management mechanisms and
others) for creating, functioning and developing of wholesale food market are
suggested.

Scientific_innovation. In the process of conducting research for dissertation, the theses

developed as the result of generalization of theoretical and methodological aspects of wholesale
food market formation are at some extent characterized with innovations, which are the following:

e In many countries the wholesale food market is considered as the most important
tool for provision population with food products of appropriate amount and quality, and
our assurance in its effectiveness is due to studying methodological, theoretical an
practical experience of wholesale food market that is the first attempt of researching the
theoretical and practical aspects of agro-economics in Georgia;

e There is presented and justified the position that today’s wholesale food markets of
countries (especially in developed countries) get the content of oligopoly market in
considerably high extent and Is rapidly distancing from “fluent market type”, loses the
function of its main feature, that can be concluded from the structural changes on agrarian

markets of EU countries.
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e Following the research problem and objectives, as the result of studying the
formation of agrarian market and the peculiarities of its development and comparative
analysis of the processes in it, the statement that wholly planned and wholly market-
related food market do not exist, is shared. Depending on its specifics, it includes the
mechanisms of spontaneity and measurable regulations at the same time, their sensible
combination gives the fluent model (system) of food provision for population;

e The necessity of wholesale food market formation is justified considering the
achievement of higher effectiveness of participant entities’ economic interests, that
supports the achievement of activity principle oriented to the final result of one-directed
interests of participants in the process of food production and its moving forward to
customers — “what is good for one, is good for all participants of the process, among them
for the final consumer of the product”.

e The necessity of agreement on entities’ interests who take part in the unified chain
of food production and realization is justified. The synergic effect of the co-agreement of
the interests is also revealed, which finally increases the extent of realization employed
people’s and groups’ interests. The algorithm of economic interests realization is set, which
creates the equal opportunities and prerequisites for equal profitability - criteria of
agreement on interests.

e The condition of modern food market functioning is evaluated, the influential
factors, elements and their negative impact on the modern approaches of food provision
for population are also revealed and the necessity of its replacement with manageable,
organized wholesale food markets, is emphasized.

e There are explored the basic conditions for unified national wholesale food market
formation— current capacities, disposition area, potential of transport and informational
support, or the prerequisites of unified wholesale food market formation.

e The procedural algorithm for country’s wholesale food market formation is
suggested. The procedure of wholesale food market organization, which includes privately
market structure and the mechanisms of its formation, is presented as the scheme.

Practical importance. The conclusions and proposals given in the dissertation have

theoretical, as well as practical importance. They represent the recommendations for provision

food for population, moving forward from production to customers and formation of this unified
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chain. Therefore, it can be used for creation the common distributional center — wholesale food
market, which will be the guarantee of food provision for population.

The separate theses and recommendations introduced in the research can be used by the
fellows of the management bodies in the appropriate field, also in the system of higher education
on the appropriate educational programs intended for students of all grades.

Approbation of work. The research conducted within the dissertation work had been

reported at three international conferences and had been published as five scientific articles.

Structure and volume of the work. The dissertation work is presented on 172 pages printed

on computer. It consists of introduction, three chapters, ten paragraphs, conclusion and proposals.

The list of reference is also attached; its structure corresponds to logic and has the following form:

Introduction

1. General theoretical and methodological basics of food market formation and functioning

1.1 General aspects of developing market theory

1.2 Food market development tendencies and specific peculiarities of its functioning

1.3 Wholesale food market, as the realization mechanism of its participants’ interests

1.4 Evaluation criteria for economic partnership of agrarian market entities

2. Food market in the systems and structures of supplying population with nutrition
products

2.1 State regulation purposes, forms and mechanisms of food market

2.2 Systems and structures of food industry and its supplying consumers with it

2.3 Basic directions to raise the potential of saturation country food market with nutrition
products

2.4 Wholesale food market as the mechanism of ensuring food security of population

3. Organizational structural model of unified national wholesale food market

3.1 Phases of wholesale food market creation and formation of its functioning mechanisms

3.2 Algorithm of wholesale food market model formation and realization

Conclusion

References

47



Il. The Main Contents of Dissertation

In the introduction of dissertation, the urgency of research problem is substantiated,
the level of problem investigation, research purposes and tasks, research problem and object,
research theoretical, methodological and empiric basics are determined, the theses, scientific

news and practical importance to be presented while maintaining the dissertation, are set out.

In the first chapter, “General theoretical and methodological fundamentals of food
market formation and functioning”, according to the purposes and structure of the work,
there is characterized general aspects of market theory development, considering the variety
of market essence by the researchers of market system (P. Cotler, T. Lips, P. Steiner, D. Perkins,
R. Pindyck, B. Rubilfeld, A. Marshal, K. McConnell, S. Brew, Buzgalin, A. Kolganov, R. Cous, and
others.) Market essence is analyzed not only as place where the buyers and sellers meet one
another for the purpose of goods realization, but its double significance: First — In its essence
market means selling, carried out in the areas of exchange and circulation. Second - market is
the system economic relations between people in the areas of production, distribution and
consumption. It is the complex mechanism of economics, goods and financial connections and
financial-credit functioning. At the end of the 19" and at the beginning of the 20" centuries
the researches of P. Argote, A. Curnow, D. Robinson, greatly developed market theory in the
part that regards to four main types of market theories and that gained the name of
“Structural concept of market” and its structure consists of two main forms: 1. Fluent market

and 2. influent market in its varieties — monopoly and oligopoly.

From the general overview of market the characteristic of food market is highlighted in
the dissertation, specific signs of food market functioning is revealed, that is connected to
entire natural-climate, season-producing character of agricultural work (industry), also to not-
self-sufficiency of agricultural enterprises, to great amount of perishable products an etc. Food
products are defined as the special means of goods, representing the grounds for securing
human life, the very first element necessary for life. Simultaneously, corresponding to
increasing population well-being and saturation market with food, the pace of increase in
nutrition product demand slows down and as a result consumer, accordingly to increase of
material well-being, turns on other means of goods and services, privately on domestic,

durable goods and etc.

In the modern period of country development, considering the radical changes in

market nature (among them food market), it is noted that in the role of food supplier does not



appear agriculture itself, especially any agricultural enterprise, but the whole agro-industrial
complex or transnational food corporations (chart 1.2.1). The roles of such corporations are
analyzed on the example of European countries, if how much they determine the conditions
on national and international food markets. The following chart makes it clear that in many
European countries the greatest part of total turnover is produced by three of the largest
companies. This fact supports statistically the theories of P. Argote, A. Curnow, D. Robinson
about the structural concept of market. For example, as it’'s shown in the chart, this indicator
reaches to 80% in Finland and Netherlands, but in Sweden it amounts 95%, also, the denoted
indicator is high in such countries as Denmark, Belgium, Austria, Ireland, Portugal, Great
Britain and others. So, the food market gained interdisciplinary and, common state and global

character, accordingly it became the indicator of level of population security in food supply.
Chart1.2.1

Impact of large firms on food retails in European countries [64. pg. 273]

Country Own brand Three leading firms in The share of the firms
sales retails in total turnover %

Austria 6,9 BMJI, EACIIAJL, Appr 56

Belgium 25,8 GIB, Delxez, Kolirut 62

Denmark 19,1 FOB, Danckylen, Dagrofa 63

Finland 6,7 Kecko, Cok, Cyoshen, 80

Cpar
France 16,8 Intermersh, Leklerk, 44
Ashan

Germany 11,3 Edeka, Reve, Oldi 53

Greece 2,6 Marionopolic, Veropoulc, 25
Cklavenitnc

Irland 12,0 Tecko, Diunnec, 54
Cupervalu

Italy 8.4 Koop, Intermedia, 38
Evromadac

Netherlands 17,8 Axold, Cuperryni, 80
Venedekc

Portugal 11,9 Conae, Djemp, Ashan 55

Spain 16,2 Promede, Erocki, Prika 35

Sweden 9,7 NKA, KF, Dgrup 95

Great Britain 29,7 Tecko, Celeberi, Aeda 52

The shared economic interests are considered as the common driving force of the
participants in the unified chain of agricultural industry and its moving forward to consumers.
Following the position of dialectic material paradigm, economical interests in the work are

defined as the driving force of spreading social economic information.



As the result of analyzing these economic interests, they are considered as the most
important methodological principles of material production field according to the entire chain
of producing agrarian production and moving it forward to consumers.

Subsequently to broad analysis and generalization of economic interests, its idea is
determined by cause and effect relation and the unity of satisfying material requirements. It is
noted that in the process of getting material means, humans make different kinds of
relationships: with nature, with one another, with associate economic entities, with society in
the form of definite institutional system, which functions in some fields and environment of
their realization. Entities which unite and generalize their material requirements using the
interests of farming entities, maintain different forms for satisfying them and this is due to the
development level of entrepreneurial forces and industrial relations. The extended aspect of
material requirement of separate individual to the borders of farming entities significantly
modifies its definition. In connection with the following, the researchers use the concept —
“economic requirements of farming entities” in turnover, which carries the characteristics of it
(scheme 1.3.1):

Material Requirements

\

Manufacturer’'s requirements Personal Material
to farming entity Requirements

Ecological Requirements

Social Requirements

[

Economic Requirements

[

EconomicInterests

Scheme 1.3.1 Interaction of economic requirements and economic interests

Based on the Literature review regarding to studying the problem of economic
interests and its generalization, its contents is explained following the combination of
objective and subjective approaches. The only difference is that it is totally represented with
the phases of interest formation, where some researchers distinguish one more phase —
satisfying requirements [73]. Because if there is not feedback received, the economic
requirements remain unachieved. The quantitative - measurable indicator (scheme 1.3.2) of
living standards and functioning of economic is presented as the evaluation criteria for
economic interest realization:
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Scheme 1.3.2 Structural-logical model of economic interests

According to algorithm presented on the scheme 1.3.3, there is featured the
interaction of common economic interests in agro-industrial complex on the example of
agricultural enterprise, which reflects their integrity, abstractedness and interdependency
towards the interests of a person, as the initial of economic interests (scheme 1.3.3)

Many people share the statement that in the decentralized conditions of agrarian
production process it is impossible to prioritize any of the interests, because the interests of all
entities are interconnected and one is not dominant to other, the realization process of each
should be carried out basing on the principles of combination and coordination.

Economicinterest External economic interest
1 4
] National-state — Moral Spiritual
T
— Farming subject
T J/ Psychological National
] Collective

T

Individual (private) :

1

Cultural Ethical

Scheme 1.3.3 the scheme of interaction of economic interests in agricultural production
process [adapted according to R. Shepytko, 73. pg.70]

There is denoted the necessity to investigate objectively the coordination criteria in
particular type of farming process, which should be based on extended reproduction;



simultaneously, the complex of activities should be carried out by the State, which will respond
to the interests of farming entities, representing social industries and will be entirely oriented
to satisfy the society requirements. It is assumed to be reasonable to reflect in the state
agricultural policy the conditions of the participant entities’ interests, where the rational
correlation between the levels of interests will be balanced and which will be corresponding to
national state goals. While resolving the given task, the state regulation is based not on
compulsion, but on economic and legal activities, considers the freedom of entrepreneurship
and its economic independence. Implementation of such goals is based (should be based on)
not only on centralized management system (through the Ministry of Agriculture) of agrarian
sector, but is carried out through using state market mechanisms.

In agro-industrial sector, optimal combination of participants’ interests with state
interests is the most important condition for expanding agricultural industry and improvement
of commodity circulation of production. The structured elements and factors of combination
of economic interests are presented on the scheme 1.3.5.

In inter-enterprise (interdisciplinary) system, while realization of economic relations,
the coincidence of interests determines greatly the effectiveness of agro-industrial production
and serves to realization and considering the interests of farming entities, who participate in
food industry and in unified chain of its provision for customers. In this process one of the (if
not single) effective mechanisms is wholesale food market.

Purpose
Principles of | . Agreement on economic interests in agro- | Functions
agreement industrial system
Price policy ] Forms of agreement —{ Investment policy
Legal Expertise Instruction Agreement Recomnlllendatio

Scheme 1.3.5 principle-scheme of agreement on economic interests in agro-industry
[adapted according to R. Schepytko, 73. pg.90]

The content of economic interests of farming entities and interrelation and
interdependency between their individual, group and other interests, are defined and
evaluated considering the unity of various farming entities’ interests and the criteria of
economic interests system.

Subsequently, the system of agro-industrial enterprises presenting the unified
technological process, at the same time represents the conglomerate of disciplines



characterized with their corporation interests. The task of supporting competitiveness regards
to the argumentative selection of their rational options and their preservation in all phases of
industrial process in the regime of interaction and in agreement on partners’ economic
interests (scheme 1.4.1).

With the criteria represented on the scheme 1.4.1 there are defined indicators of
agreement on economic interests of entities participating in food production, technologic,
consumer and economic options of participants in the unified reproduction process and their
ignorance causes not the mutual effectiveness of exchanges but the differences in
reproduction conditions, distribution of net production of effective farming on less effective
one.

As the result of studying, generalizing and analyzing the specifics and peculiarities of
food market functioning and the evaluation criteria of economic interests and partnership
extent of its participant entities, there is the shared statement that in material industry,
among them - the common goal for farming activities of the entities, taking part in the process
of food industry and moving it forward to customers - is the satisfaction of the economic
interests of all participant entities that is possible only in the case if the given system ensures
the satisfaction of population requirements with the food of high quality and amount in
acceptable price. The government which is responsible to ensure the food security of the state
is not less interested in developing this kind of system then farming entities.

Economic interest of entity

| : l
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Scheme 1.4.1 the indicators of agreement on economic interests of participants in food
industry

In the second chapter “food market in the system and structure of nutrition product
provision for population”, the state regulation purposes and mechanisms of wholesale food



market functioning is investigated and generalized and the effectiveness of legislation and
economic mechanisms of the state to influence the agricultural sector in market economic
conditions, is also evaluated, as it provides the normal frame for business functioning in the
field of modern agricultural policy, determines the legal control mechanisms and conditions
for civilized competition. The economic role of state in the development of agricultural sector
is limited to development of all forms of property and farming, the introduction of
achievements in scientific-technical progress, supporting the introduction of system of
contracts and orders and other. Also, the role of state in developing the targeted complex
programs (introduction of scientific-technological progress achievements in industry, scientific
researches, selection and extension of infrastructural elements) and organizing their
realization are considered to be important.

There are explored the wide-spread modern organizational forms of supplying
agricultural products and their effectiveness is analyzed. Considering the legal-organizational
forms of wholesale food market, the specifics of their functioning are defined and there is
highlighted their role in ensuring the continuous provision of population with desirable, high
quality products in affordable price in any period of year. Privately:

- Integrated formations. It is noted that in the process of modern agricultural product
circulation between producer and market, the whole industry of specialized firms (specialized
structures, collecting product, recycling, sorting, packaging and storing, transportation and
food trade) take part in. In the given situation, the firsthand manufacturer of the nutrition
products (farmer) does not have any contact to their final consumer that strengthens the
possibility of external influence on the firsthand manufacturer of agricultural production - on
the farmer. As this process is objective and requires the permanent improvement of
management. In purpose of raising effectiveness of food industry and its provision for
population, the integrated firms are created, which take the responsibility for the control on
the whole circulation chain of agricultural production, so support to process of supplying
agricultural production from the field to the final consumer. Such kind of control can be
carried out in some forms and is characterized with the common features of vertical
integration.

There are explored the impact of agrarian production specifics on the process of
vertical integration, long-term cycle of producing, natural-climate conditions, low elasticity
level of demand and supply, comparatively low profitability of invested capital and long period
of redemption, comparative inability of long-term storing of products, great amount of
salesmen, low reaction to technical-technological, organizational-management innovations
and so on. All the above mentioned makes it quite risky and unpredictable to produce
agricultural goods. Vertical integration as the organizational form, especially as the means of
contracting in industrial processes, gives opportunity to distribute risks of agricultural
production from farmers to integrator firms. In this case the guarantee of sale with previously
established prices is increased. Therefore vertical integration is favorable on determined
extent for agricultural manufacturers. Also, vertical integration causes positive social effects in
agro-industrial sector. By developing it, the traditional farming changes radically. Farms are



gradually losing control on their own production, because integrator firms considerably take
over the risks of price and other changes on products. At the same time, a farmer gives his
product to integrator firm in a price, which covers the expenses completely and ensures profit
at some extant. The multiple functions to be performed traditionally by a farmer engaged in
the integration process moves gradually on integrator firm. Subsequently it can be said that
farmer loses slowly the character of small entrepreneur and gets more the form of hired
employee. The consequence of the above mentioned process is that the concentration of
agricultural production increases and the number of farming decreases accordingly (at the
same time the family farming is maintained). A farmer, who belongs to large integrated entity,
is less dependent on the local government that causes the decomposition of traditional
agricultural setting and decrease in the influence of local government on rural areas from the
point of its interference in farming activities.

Contract system. Integration of contract system rarely includes production and sale of
various agricultural products. It does not include products which can be stored for a long
period of time. Three types of contracts are used in European countries: 1. contracts with
specific purchasing conditions; 2. contract, on the basis of which integrator (industrial or trade
organization) provides the farmer with some kinds of industrial facilities and takes part in
decision-making by the latter about production. He is not the owner of agricultural product
until the denoted product is on the farmer’s territory; 3. Contract, on the basis of which,
integrator provides the most of industrial facilities, determines how the production process
should flow privately on farming.

- Wholesale markets. The main purpose of wholesale markets is that retail sale and
society should get wide assortment of food from one centre situated in favorable place,
among them foreign production. The wholesale markets have also great importance in pricing,
determination of price level and maintaining stability. The contract internal market prices on
vegetables, fruits, potato, main animal products are established on such markets. Food
markets also support the maintenance and stability of the bond price. The tasks of the
wholesale food market are the following:
- Supporting trade organizations and agricultural product manufacturers with trade
space on market;
- Creating conditions for leading production to condition and preparing it for sale;
- Informing buyer;
- Infrastructural service for sellers;
- and others;

The importance of the role of wholesale food markets are noted especially in the

countries such as Georgia, which is characterized with the scanty farming and small farm
enterprises. Despite these circumstances they need the service centers to be formed according
their concentration places and ensured storage without loss, transportation, recycling and sale

of their products.



The forms of supplying population with food products that exist today in Georgia are
explored and evaluated. There is highlighted the problem of country’s food security — the
elimination of unsystematic practice of providing population with high quality food that makes
the functioning of given market unstable and causes the fluctuation in time and space of
supplying population with food proper quality. The denoted condition is reflected on the

scheme 2.3.2.

‘ Form of supplying ‘
population with food

Family and small Imported
farming product from

foreign countries

/\3/

Markets , formed by privet owners
according to their efforts and views

Retail ,
Agrarian markets

Scheme 2.3.2 the existed scheme of population food supply

Basing on the official statistic information of Georgia, the number of country’s food
markets and their territorial disposition is explored and evaluated. The tendencies of local

production dynamics in cost, as well as in natural representation are also explored.

It is proved that the volume of agricultural product increases in costal representation,
but in natural indexes its dynamic is negative. Subsequently, it would be more correct to
discuss the problem of resource supply of today’s food market in natural indexes. Since the
denoted increase is due to price growth on agricultural products — due to inflation.

In order to evaluate the achieved level of food supply for population basing on data of
National Statistics Office, the food balance of the country on the basis of local industry, import
and self-reliance coefficient have been explored. According to it, the level of supplying
population with national food products decreases correspondingly to increased amount of
imported products.

In the third chapter, “organizational structural model of unified national wholesale
food market”, characteristics and specifics of market functioning of wholesale food market



formation mechanisms are explored. The opportunities of different levels and the
contradictions caused by subjective or objective factors are analyzed.

Considering the practical experience of European countries, integration of trade
structures with goods-producers and financial institutions is regarded as the prospective
direction of development based on civilized relationships of population food supply. This gives
an opportunity to respond flexibly to positive as well as negative factors of external world,
privately:

v’ factors of political environment;

v’ factors of economic environment;

v’ Factors of technological environment;
v factors of social environment;

In the dissertation work it is discussed the Spanish model of food wholesale market
“MERCASA”, considered as the best model in post-soviet and European countries, which unites
wholesale markets and more than 20 structures. There are discussed the food markets based
on this model established in Russian Federation (Volgograd) and Belarus (Minsk), where the
wholesale market of Valencia “MIEERCAVALENCIA” has been taken as the basic model. While
studying this model the advantages have been revealed which became acceptable for the
post-soviet countries (Russian Federation, Belarus, Ukraine, and Kazakhstan), privately:

1. The wholesale food market network in Spain is comparatively young formation and
includes the best experience of the world.

2. The wholesale food market “MERCAVALENCIA” has been created in the economically
and socially favorable area using the modern technologies, considering the prospective of
development and modernization.

3. In the service network of wholesale food market “MERCAVALENCIA” more than 100
entities are united and it completely maintains the wide interests of customers.

4. The local municipality holds the 51% of wholesale market stocks and others.

In the process of forming unified wholesale food market, the phased approach has been
applied:

The first Phase — Formation of starting model of food wholesale market (FWM). This phase
holds such important signs as appropriate central, local and internal (private) legal base
formations, by which the management of market organization is carried out. The organization
process of wholesale food market, which is based on wholesale food market system
management (scheme 3.1.1), includes privately market structure and organization of their
formation mechanisms, in which structural units are set and requires: planning, designing,
construction, establishing technological regulations, and forming of other necessary direction.



Ministry of Agriculture of Georgia

National Food Agency

Central management department of food On the regional level
wholesale market
Financial management
Information center departmentof food
wholesale market Regional-administrative
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Information agency magkt City administrative unit of

food wholesale market
IAS

Scheme 3.1.1 wholesale food market management system
WFM -wholesale food market
ASI - analytical service of information

The second phase — Is characterized with the start of wholesale food market
functioning and includes legal grounds, existence of external management and coordination
systems, where should be considered the process as actual as:

» Formation of program mechanisms of wholesale food market national network;

» Engagement of country’s wholesale food market in regional and world food
union (prospective);

» Communication forms of international provision carried out by retailers efforts;

» Implementation of goods flow on the interregional level with the purpose of

keeping balance in food trade and others.

The third phase - includes the most complicated but useful period. By this time some
experience in wholesale food market formation and extensive development has already been
accepted, which gives an opportunity to analyze and evaluate the past period. The denoted
analysis determines the policy of moving on intensive forms of wholesale food markets and its

implementation. In this period the state regulatory mechanisms of wholesale food market



should be formed and progressive trade technologies should be introduced in market
organization, management and planning, which will have cyclic character and will not be

limited to single operations and others.

The fourth phase - the main attention should be paid on the stability and intensity of
development, the systemic analysis of wholesale food market functioning and measures to
avoid the contradictions in its management mechanisms. For this purpose it is recommended

to work out the strategy of wholesale food market formation and its development (scheme

3.1.2).
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Scheme 3.1.2 Structure of the central wholesale food market (adapted according to V.A.
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In achieving the effectiveness of wholesale food market functioning, state regulation, its
direct and indirect - legal and economic mechanisms, take the special place. Both directions
are equally urgent to provide the formation and functioning of wholesale food market. But as
it can be explored from the diagram, state interference in wholesale food market formation is
revealed in creating appropriate legal base, expressed in introducing special legislative acts,
which should be adapted to the appropriate legislation of European countries.

Of course, these four phases of wholesale food market formation and development do not
describe perfectly the condition and problems which can be arisen in the process of wholesale
food market formation and development, determined by subjective and objective factors of its

functioning.
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V.A. Demidov [60, pg. 93])



The wholesale food markets created in such form makes it possible to support the
market saturation of a country, to comparatively cheapen the main food by variation of prices
and amounts. Quite a short period of time — 3 years are enough for these processes in the
conditions of appropriately interested governing bodies, to establish in the country national
wholesale food market, which can resolve in time and space the problem of population food
supply. And this is the most important aspect of social stability of the country.

It has also great importance, the administration of wholesale food market to have an
ability to reach and express readiness for adaptation to the conditions of external environment
changing rapidly, reveal the general regularities and make appropriate decision.

General conclusion that follows from the discussion about wholesale food market, lies
in the fact that presented typical structure of wholesale food market formation mechanisms
includes necessary internal and external level processes, which take part in creation of all the
elements of wholesale food market, they justify the necessity of two phases in wholesale food
market formation mechanisms - extensive and intensive phases of development.

As the generalization of theoretical sources and study of practical experience show us,
creation of wholesale food market will enhance the country to ensure the stability and food
security of food market with the minimal expenditure of state funds. The state on the other
hand, gets stable prices on food and quite effective tool for regulating taxation processes,
among them the opportunity for conducting quality control and its certification. By the given
type of market, wholesalers and retailers get the mechanisms, which unite their efforts to
satisfy the population requirements on food products.

Ill. General Conclusions

Wholesale food market, as the most important mechanism (institute) of agrarian
market reveals all those peculiarities that the economic organization has. Wholesale food
market, as one of the specific forms of markets, represents the coordination mechanism,
institute of production, distribution and coordination of agricultural resources. It provides the
broad opportunities for competitive relations, each involved entity to achieve the realization
of its interests. The formation of national wholesale food market supports the development of
appropriate entrepreneurial and non-entrepreneurial infrastructure as the unified system; as
the result, the effectiveness of joint, coordinated functioning increases. As the whole all this
supports the settling of the most urgent social problem of country development — producing
agricultural production, its continuous and stable provision for population in the demand-
appropriate quality and for affordable price.

The conducted dissertation research enabled us to set theoretical-methodological, as
well as practical findings as follows:



1. The peculiarity of modern food market is that it is gradually distancing from its fluent
type and gets the content of oligopoly market. This fact is due to increasing pace of modern
globalization and interstate integration processes. Also, due to penetration of trade and
industrial capital in agrarian sector and strengthening horizontal and vertical integration
processes in food industry;

2. According to conceptual multi-criteria system of economic interests of agro-food
sector entities, economic interests are defined as historical-social and economic category of
reproduction process system, determined by development of entrepreneurial forces and
entrepreneurial relations and extending the material requirements of individuals up to
economic requirements of farming entities.

3. It was revealed according to analysis of evaluation criteria of agrarian market
entities economic partnership, that economic partnership of market entities gives equal ability
of extended reproduction to all participants of food industry and its moving forward to
consumers, as it follows from the broad concept of co-agreement criteria and determines
directly financial condition of enterprise and its ability to respond to all its commitments,
among them first of all commitment towards the people employed in the given farming unit.

4. The formation and complex implementation of state regulatory purposes,
mechanisms and methods in the functioning of wholesale food market, represents the
inevitable necessity for effective functioning of wholesale food market. As in the conditions of
market economic relations, the state represents the guarantee of population food supply and
as a result, it is the proper participant of agricultural development process, because resolution
of all problems in rural area reproduction process is impossible only with the effort of
agricultural enterprises due to the specific, objective and subjective factors well-known to
society.

5. By studying the modern organizational forms of provision agricultural products for
population, wide-spread in the developed countries of the world, and specifics of their
functioning, we highlighted their effectiveness and role, which they perform in supplying
country population with desirable, high quality products continuously and of affordable price
in any period of year.

6. In the conditions of forming wholesale food market as the result of studying and
analyzing modern state of agrarian market, we developed the procedures and phases of
unified national wholesale food market formation, the ways of resolving the existed problems
during its functioning. Also by scheme there is given the process of organizing (establishing)
wholesale food market, which defines the regulation of wholesale food market system
considering the economic interests, privately it includes market structure and organization of
its formation mechanisms.

7. There is highlighted wholesale food market, as the main direction of system
introduction and development, there are also suggested the specifics and principles of their



functioning and the algorithm (model) for forming, functioning and developing the national
wholesale food market.

And finally, the problem of unified wholesale food market formation should not be
limited to researching separate authors, but it should evoke the interest of appropriate bodies
to implement the economic development of the country in reality, among them the valuable
space in the implementation of policy in agrarian field. We want to emphasize once again the
practice of developed countries and denote that today, formation of unified wholesale food
market is the most urgent and effective form to ensure the food security of country and the
mechanism of perfect satisfaction of population demand on food products.
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