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§0bs8g 0m 3560l oldols s 250sHY39@OL Lodrmowgds; 3) 3MMEgbol Mebdodgz™mdol dgdsbobdo, GMmdgwogs
90fmgdmos 958356mb 439w MboL 39MHLMBoL Loddosbmds s JoMm™M30L yzgums Mbol Mm3E0doBogool
264309960 3MM39L0, HMIGEOoE SLMMIdL 860d3bxE ™36 MHMEL 3MM3MOMS300L 306390 gbEWBIG0sbMdOL s
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9Oy 05300 "3MmOH3MOS300L MmMYs6oBIGoTIE-93mbmBo3r®o 15sgdosbmdols sbsgrobo s gBgIGH0BMdOL
99xolgds”  obbowos  3MMH3MGLE0o  JoMm30L  9B5woBH03MMo  TgBsligds,  3gOLMbsol  BsGmzgol
MmOobobogomwo s BobbLMGmO  FmEH03530900,  FMOIMEIBE00L  LmEosrmo  35LvbolidygdEIMdol
M3G000Bo30oL 3Bgd0 s 0RMTGD0. gsdm3wgbowr0s 0565990MM3g 93Dy FbMmREOM FoMm™M30L 3Mod@03sdo
5Q33H0MJdMo  0bLEGOGHWEOMEMO,  LEHO®MIGMOMWo  ©s  GHYJbMMmyoGmo  GHOBLBMOIsgoom  Lodorm-
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39300090 MDY.

bo33magzo  ®d0gdBHol  "RMG"-ol  3m33560gd0ol  Logddosbmdol  dguoligds-sboobol  Logwydzguwby
399m309600s ©8M30JOMEgds [oMImgdol ImEmEmdol ©obsdogsl (ob. Bsb. 5), 3md3s60gdol LogMomm
890mbogEgdl (ob. gb. 1), Lsbgwdfoxgm dowmxgEHdo A5oLobsgdL (ob. gb. 2) ©s dmbgdMogzo MgLwELYdOL
LoMdEMdOL FMLo3MdEGRL (0b. gb. 3) FmMmob, M3 "RMG"-0b 3003560900L LEHMoEYR00L 2obdboBL3MYE0s s
abodmMgdL "RMG"-0l 333560900l dowoqn 3603369 mdsly J39ybol Lmooew®-93mbmdogmmo 4sbgzomamgdol
Loddg8o HMyMO§ Bozmrm, sbgzg 803M™ EMbyBy.

98%
415%
== 39O3bwo
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55%

43%

2009 §. 2010 2011§. 2012 2013§.

Bob. 5. "RMG"-0l 30835609000 Fo63mgdol dmEmemdol obsdozs 2009-2013 §F

3b. 1. "RMG"-0l 3m33560930L 99mbogerol 25960m0569dw9eo 8s63969d¢0qd0 (3e0b. ewsto)

3990M05bdMwo 2009 §. 2010 §. 2011 §. 2012 . 2013 §.
05B396909¢mo

9O0Md0g0 F9dmbisgswo 360,016,620 393,085,271 401,931,020 312,940,925 299,957,499
399mbogeoly obsdogs (%) 100 109.5 111.9 87.1 83.6
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3b. 2. "RMG"-0b 30383560900l Lobgedfiogm d0wxgEHol goalisbogdo

2009-2013 §§ (8¢wb. @ro®o)
2009 2010 2011 2012 2013 2009-2013
Lobgedfogml dogh 300930 oalisbogdo 36 29 133 142 21 361

gb. 3. "RMG"-0l 30335609000 dmbs3Mgdergdo 396900030 MHglm®dlgdom
LotqdEMmdobamgol 2009-2013 §f

2009 §. 2010 §. 2011 §. 2012 §. 2013 §.
9lo3zM9d9wo 136936030 MabGLYdOMm
LMZIOCMBOLIMZOL (5EYOMIGOZO 7,456,219 | 7,300,221 11,156,278 | 13,765,914 | 13,665,348
30¢1%9G0) (8¢ @st0)
939006 9O0L Logsbr®o (Ab EwosMo) - - 1,964,753 | 6,605,234 | 6,606,278
byen: 0969gdM030 MHgLvOLYIdOM 7,456,219 7,300,221 | 13,121,031 | 20,371,148 | 20,271,626
L569OMBOL FmboIMIOILO S
69399006900b Logolbry@o (Jemb o)
05658350MdS osbbagdo / 10% 8% 10% 13% 14%
9O0Md030 9g0mbogsco
5658500Md5 Imlo3MHgdEOl s 2% 2% 3% 7% 7%
9390MgO0L LoggobrMol / GHMMdEL0Z0
9990logseo
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99335L900L LoxwdzgubHg 299Mm3mgbowos LodsMm™M3gEML BsdmNM-8Mmd3Mm39090 EIMPOL 3nI3560930L oGO N30l
LOangmxnob, B "RMG  Copper"-ob s 936 "RMG Gold"-ob UL3go3ozol gomgswolfjobgdom, Lsdomm-
9t03m39090 3nd35609080L LEGMoEJ00L AobALsBOZMIwo mmbo 6508560, HMAMMOES: 30MHMBY, 59930EGdEMdY,
dmbmgzbs s 05b5EOHMMEMdS.

Bg9mo 50bodbmo FoMmmM30L LOHYYMA3OL FobdboBIMYEo 608bgd0Eb odMIObIMY 583560, rmd
3MEOWYOYE0d BoMmM30L 3MMdWGIol s6d0dI3MIIo sbsfg3Mgds s 3MMdEHIgdby 3gHLMbogrol 335360
™mO0gbGHOMYOS, 500 339W0B035300Ls s BMbI30Mo Bodbol Fglsdsdolis. gb MmMogzgg dsb39b9dgwo Mogz0l
dbMm0g 2obLLBE3ML3L LOLEBHFMOO b65¢oDOL 3BMEgLTo 39OLMBsOL BsMmmmdol botolibl, ymagwogy gb 30,
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03900 565¢0B0, GLsdsdobOE, (39390 dEM39d0l Jobgz0m L3ZBIBOL FodmEsbs.

390m330g30L 8900920  5ILGHMOIRL,  GMI Y30 GdIos  3MOIMOIGOIo  BsGm30L 439
9005000900l SBseo@0ozwdo Tggsligds. dgledsdobs, B3zgbl dog® gebbmMogw@s bsdo®mggarml basdorm-
9t03M39090 Mol 30035609000 LL ,,RMG Copper”-ol s 3L ,,RMG Gold”-0l 356@bom®m0o mMas60Bbs3gogdol
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3m39b30swo gosBboso.

3b. 5. bL ,RMG Copper“-ob s 3L ,RMG Gold“-ob 30900@¢w)656:056md0b doBz969dqdo
sen@dsbols Imgerols dobgyzom

! European Accounting Review http:/citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.138.2328&rep=rep1&type=pdf, Vol. 13, No. 3, 465 - 497,
2004.
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239302@®500bL Lodosem MoLZo

85Bg9BgdgdO RMG GOLD 2009 RMG COPPER 2009
K, 0.19 0.16
0.96 0.81
1.2 1.11
0 0
X 0.36 03
57
z=33xK +10xK, +0.6 XKz + 1.4 x K, + 1.2Ks. ©0535bmbo: 1.81< Z< 2.675
\ 1.81< 2.67 = 2.675 | 1.81<2.35 < 2.675

3b. 6. LL ,RMG Copper“-ol ©s d3b ,RMG Gold“-ob 369000&H*bsH0sbmdOL 35639690900
5¢@dsbol dmgrol dobggom

OMamO3  3bmdowoy,

dsBggbgdEgdo RMG GOLD 2013 RMG COPPER 2013
K, 0.09 0.14
_ DRREEE, DEERRAE. zEE.
K, = 0.46 0.74
~ 42 338
°
~ 0.007 0.001
=
Ke = alale 0.6 0.22
>
Z2=33xK, +1.0XK, + 0.6 X K5 + 1.4 X K, + 1.2Ks ©0535%mbo; Z > 3
393030l VWO HoLZO 3.87>3 3.6>3
03300MMOMB0L 5 390bEOLYBIM0BMBOL  s©EYgbol  3Mmgn03096EHd0L

296L5BEgMHOm  FgLodwgdgEos o3G0l MHOLIOL OsRBMLE0Zs. B3bL BoghH BodoMmgdMwo  33Eg300
299m30bs "RMG"-0b 30083560900L 95005b@0olvgb561056Mmd0bL s®ygbol 3mgz0309bGH9d0 (ob. 3b. 7).

3b. 7. b ,RMG Copper“-ob s d3L ,,RMG Gold”-ob gosbolwnbo@osbmdols
22250 3298030d6OIO0

008006569 ¢033000v)OMBdOL 300gR303096¢0 350055olBMHOs6MBdOL
2010 2011 2012 50960l 39530309640
c c c
i g; % % 2010 2011 2012
Lofo®Bmgdo 2 2 2 2 2 2
3 5|3 g |2 9
& | & & S & S
336 RMG GOLD 1.035 10.673 | 10.673 | 9.405 9.405 9.060 | 7.746 4.385 4.44
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I. General Reference

Actuality of Research. State construction of Georgia and settling in global economic space requires setting of
social-economic objectives correctly and their solution on micro-economical level, where corporations (companies)
play an important role. Consequently, scientific research of abilities of corporation strategic management
improvement mechanisms and substantiation of necessity of their usage determines scientific significance at the level
of empiric and virtual estimations.

Systemic research of strategic management of corporation activities have started from the second half of the
twentieth century, which is related to economic globalization activation period. At the modern stage different
approaches and directions of regulation of management have been developed between the scientists in the field of
systemic thinking of strategic management of corporation, where the following items are very important: strategic
financial management, risk minimization strategy and establishment of financial strategic mechanism of corporation
management, which meets international standards and ensures development of strategies for obtaining, retaining and
development corporation competitiveness and its establishment in entrepreneurial business practice.

Significance of the thesis is defined by importance of strategic management of the corporation at the modern
stage, which is an important factor for growth of profit and settling of corporation in a strict competitive environment,
which requires special scientific approach and theoretical and practical substantiation. Necessity of scientific research
of corporation strategic management is defined by the following circumstances - the results of research can be also
used as a landmark for defining of rational economic policy of the authority and government of Georgia and private
sector.

Quality of dealing with problem. Strategic management as the field of important part of the company
management system, has undergone several stages of development and has established such independent directions as:
strategic analysis, investment management, risk management, company anti-crisis management. Following concepts of
corporative strategic management were created: proprietor’s economic interests, cash flow, the time value, operational
and financial risks, capital value, effective market, arbitrage pricing theory etc, based on which systematization of
main principles of strategic management have been carried out.

Corporation strategic management as a management indicator throughout the country is very important.
Scientific works of the following foreign scientists are very urgent due to the influence of this factor: I. Ansoff, I.
Blanc, U. Brigham, E. Houston, W. H. Beaver, P. F. Drucker, 1.O. Dranco, A. Fayol, A. Strickland, A. Thompson, J.
Huston and others. Following Georgian scientists have studied corporate strategic management issues: E. Baratashvili,
Kh. Barbakadze, R. Basaria, K. Basilaia, G. Berulava, L. Chikava, N. Chitanava, R. Kharebava, Z. Lipartia, I. Meskhia, L.
Chkava, G. Tsava, M. Gelashvili, I. Dikhaminjia, L. Eliava, L. Takalandze, R. Papaskiri, G. Shubladze, D. Jalagonia etc.
are very important from theoretical-practical activities point of view and especially from corporation strategic
financial management position point of view.

It is underlined that scientific researches regarding improvement of strategic management system of mining
business (corporation) aren’t sufficiently studied. Though, results of researches conducted in the field of technological-
economical management of mining business have been reflected in the following thesises: 1) D. Tevzadze —
“Intensification of flotation technology of Madneuli copper and barite-multimetal hard concentrating ore” Tbilisi
Technical University, Tbilisi 1999; 2) D. Kalandadze - “Impact of processing of Madneuli copper-sulphide ore by
means of quarry method on hydro-eco-geo-chemical condition of Bolnisi ore region" Georgian Technical University,
Thilisi, 2004; 3) G. Lobzhanidze - "Perspectives of development of Georgian mining industry”, Institute of
the Economic- Social and Regional Problems, Tbilisi, 2003; 4) G. Uplisahvili “Problems of economic management of
industrial enterprises and ways of solution (on the example of Kutaisi enterprises); Scientific Research Institute of
the Economic and Social Problems of Georgia, Tbilisi 2002 and others.

Aim and objectives of research. Main aim of research is development of mechanisms of improvement of
organizational-economical management within corporation strategic management system. Thus, following tasks are
set in the thesis based on research aim:

1) Studying of theories, concepts and models related to the corporate management and assessment of
peculiarities of modern corporate environment.

2) Defining of dependence of corporate organizational-economic activities with internal and external changes,
analytical assessment of its condition on the example of "RMG" companies.

3) Assessment and analysis of RMG companies’ financial sustainability, strategic planning and controlling system
mechanism.

4) Substantiation of necessity of improvement of HR management and development of financial motivation on
the example of "RMG" companies.

5) Analysis and evaluation of organizational-economic improvement policy of corporate social responsibility on
the example of RMG companies.
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6) Working out methodological and practical recommendations to development corporative strategic
management for RMG companies.

Based on the above mentioned aims and objectives usage of methodological aspects of conducting of scientific
research ensures revealing of correct landmarks of achievement of main and challenging strategic aims of activities of
entrepreneurial economic subjects (in our case RMG companies) and legal-informational provision of main elements
of organizational-economic mechanisms such as financial relations, methods, tools and management. It will allow
solving of definite tasks of the corporation functioning such as maximization of market value; achievement of
competitive advantages of corporation; growth of production and sales volume; profit maximization, minimization of
expenses and ensuring of level needed for profitability of main business; financial stability of the corporation and
minimization of bankruptcy risks.

Object of research: "RMG" companies of Georgian mining business are the object of research due to main aims
and objectives of research. Such choice was made considering high quality participation of these companies in the
process of development of economy of the state, that ensures growth of budget income and employment, development
of international relations.

Subject of research: Subject of research is the improvement of strategic management mechanisms in the system of
corporate organizational-economic management.

Theoretical-methodological grounds and informational base: Economic theories, models, publications of local
and foreign scientists are theoretical-methodological basis of the research. Information of the Ministry of Finances of
Georgia and National Statistics Office of Georgia, financial reports and other materials of the mining companies and
author’s research materials were used during the process.

Following approaches were used during research process: Abstraction, analogue, statistic observation, induction
and deduction, system approach, comparative analysis methods, qualitative enquiries (expert assessment) etc.
Methodological approach, which includes generalization, interpretation and usage of abstract theorem and scientific
principles developed as a result of fundamental research of Georgian and foreign authors in the field of corporate
management. Informational base of research — reports prepared by "RMG" companies, informational bulletins,
conclusion of mining experts, results of independent researches.

Basic Provisions at Defence of the Thesis: Policy of strategic management of corporation determined by
characteristics of the field, were required by scientific research necessity of discussion of following provisions:

1. It was revealed by analysis of corporate strategic management that changes take place in the management of
corporative formations that is caused by transfer of mankind development into knowledge era.

2. In case of changes of internal and external factors that have influence over corporate management it’s
necessary to use analytical management, method of consecutive division of problems, development of systemic
analysis model and making of analytical assessment system of strategic management.

3. Competition has multi-factor importance in case of severe competition. Thus, high pressure is made over
strategic management of corporation, which defines and is linked to such concepts as solvency of the company,
property sustainability, and increase of market value and opportunity of development of innovative technologies,
labor and natural resources.

4. Analytical assessment of systemic financial management mechanisms, control of risks and taking of bankruptcy
preventive measures is necessary for minimization of risks and ensuring of financial sustainability of the company. For
this purpose it’s necessary to determine creditworthiness indicator, solvency restoration index and other indicators of
companies that are to be researched.

5. Strategic planning process of the company includes necessity of analysis of such organizational-economic
indicators as: process of achievement of aims, management functions, strategic plan, and indicators of proprietary
condition, liquidity and solvency. These indicators are considered to be strategic mechanisms of improvement of
corporation management.

6. Motivation provision and encouragement strategy of HR management has been worked out based on specifics
of mining industry. One of its main components is an attitude of personnel towards the company and social values,
which is considered to be the most important factor in corporate social responsibility ensuring system.

Scientific innovation of research. This scientific work is a first complex scientific attempt of surveying of
corporate management characteristics of RMG mining industry companies — JSC "RMG Copper" and LLC "RMG Gold"
and mechanisms of their improvement. Analytical assessment of existing condition of company strategic management,
revealing of their competitiveness, risk assessment, defining of role of human resources in the management, analytical
assessment of corporate social responsibility was carried out during the research process. Practical opportunities of
improvement of mechanisms of strategic management were revealed on the example of JSC "RMG Copper" and LLC
"RMG Gold".

Scientific novelties must be summarized in the following way:

1. Multifunctional signs of strategic management attitude towards internal and external changes and
organizational- economical management principles of RMG companies have been studied.
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2. Systematic analysis of the convergence model and management analytical analysis coherent system have been
studied according to the RMG companies’ mining sector features.

3. Functional dependence indicators of HR management department of RMG companies, HR management rule
and personnel inter-assessment form has been worked out, which defines inclusion of labor resources in company
optimization.

4. Instrument of assessment of attitude factor of defining of roles of "RMG" company personnel is suggested:
quantitative criteria that are based on collegial characteristics; Reaction of external subjects, is defined by attitude of
external subject towards the personnel; Reaction of internal subjects on behavior of the personnel — includes assessment of
works implemented well or badly etc.

5. Suggested draft plan of corporate social responsibility and safe development of "RMG" companies of mining
industry of Georgia.

6. Methodological-practical recommendations are suggested for ensuring improvement of corporation strategic
management mechanism to "RMG" companies.

Theoretical and practical importance of scientific work: Theoretical provisions provided in the thesis, author’s
opinions and analyses can become basis of research of other theoretical approaches of corporate strategic management.
Conclusions and practical recommendation can be considered by mining industry managers during formation of
strategic decisions during management process. Considering the essence of the thesis, it will be a help to students of
high educational establishments of the relevant branch at study of professional skills.

Approbation of research results: Main provisions of thesis are provided in different scientific articles published by
the author both in the printed in electronic forms. Approbation took place at sittings of relevant commission of Thesis
Board of Economics and Business Faculty of Sukhumi University. Public discussion of the thesis took place at
scientific-consultation Board of "RMG" (protocol #10, December 16, 2014 Tbilisi-Kazreti);

Structure and volume of thesis: Structure, content and volume of thesis is determined by aims of research.
Scientific work is provided on 190 pages typed on the computer. It includes introduction, 3 chapters, 7 subchapters,
conclusions, list of sources and annexes, used literature list in 131, including 54 foreign language literature and 4
attachments. It has the following structure:

Introduction

Chapter I. Theoretical and methodological basis of strategic management of corporation

1.1. Theoretical background of corporate management;

1.2. Methodological approach of corporate strategic management;

Chapter II. Analysis and efficiency assessment of corporate organizational-economic activities;

2.1. Characterizing of impact factors on transformation of organizational-economical management of
corporation;

2.2. Analysis and assessment of organizational-economical activities of RMG companies;

2.3. Retrospective analysis of personnel activities and social responsibility of RMG companies;

Chapter 3. Directions of improvement of organizational-economical management of RMG companies;

3.1. Priorities of improvement of strategic management of RMG companies.

3.2. General improvement directions of personnel management to RMG companies.

Conclusion

Bibliography

Annexes

Il Basic Content of Dissertation

The introduction gives arguments of the actuality of research problem, determines the aim and objectives of
research and its practical importance, it also formulates basic results, scientific innovations and theoretical-
methodological basics are analyzed and informational base of the given research.

Chapter I - "Theoretical and methodological bases of corporate strategic management" reviews management
theories and stages of their development, strategic management functional system and opportunities of its usage in the
practice and possible results;

From the 90s of XX century corporations started shift from strategic planning to strategic management as
strategic management is not just a process of making of management decisions and their implementation, which
ensures long-term development quality of organization but it’s a definite action that ensures quick reaction to
increasing changes of environment conjuncture.

In opinion of a famous scientists I. Ansoff strategic management shall be reviewed as unity of two subsystems
that fill each other: selection of strategic position and operational management within real time scale, necessity of
which is caused by the fact that strategic management in comparison to strategic planning is an active, oriented
system, that includes strategy implementation process analysis, assessment and control, where an important role is
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played by personnel management. At the same time strategy implementation is an important element of strategic
management because without mechanisms of implementation of strategic plan it is just a fantasy (transfers into virtual
concept). According to I. Ansoff management system is characterized by evolutional development based on the
company objectives, which easily adapts to permanently changeable world where managers try to act more rationally
and manage their business on the basis of utilization of full potential of personnel. Such approach created four
consecutive stages of strategic management, namely: Basic financial planning (budgeting), Planning of the basis of
forecasting, Strategic planning, Strategic management.

Thus, based on corporate strategic management concepts we can make a following conclusion: strategic
management is focused on solving of the following problems: What is the condition of company organizational
management system during research period? In order to answer this question manager shall understand well the
existing condition of the company before he makes decisions regarding directions of activities. For this purpose he
needs informational basis, which ensures process of making of strategic decisions based on analysis of present and
future circumstances? What will be the condition of organizational management system of the same company after
three, five and ten years?

One of the characteristics of the corporation organization management is centralization of rights — concentration
of decision-making rights on the highest level of management and decentralization — transfer of decision-making
rights to lower levels.

Such organizational form as motivation, plays an important role in optimization of corporation management.
Motivation theory is one of the main circumstances in the organizational field of corporation management that was
studied by management behavior school. Maslow, McClelland and Herzberg are the most distinguished followers of
this theory.

After analysis of motivation theories it was revealed that stimulation system, which is unity of interdependent
and inter-filling stimuli, causes activation of human activities for achievement of goals and increases quality of
corporate management. Consequently, motivation depends on requesting, waiting and perceiving of salary by employees
in exchange of performed work. Social-psychological and business importance; Financial support factor dominates in case
of material stimulation. Consequently, motivation depends on expectations, perception and request of financial support in
exchange of works and initiatives performed by the employee where internal and external variables participate with all
aspects. Existence of these factors and increase of competition has revealed such mechanisms of corporate management
that are focused on rapid response to internal and external changes of the company, obtaining and strengthening of long-
term competitive positions on the market. For the purpose of achievement of this aim strategy is worked out based on
organizational-economical demands, which increases tasks of management in all directions.

Control is one of the supportive tools of optimization of corporate strategic management. Control is one of the main
mechanisms of multi-level system of organizational management and as a rule it is identified with power, commanding,
punishment and revealing of existing defects. It can be organizational or/and financial.

Considering all above mentioned internal and external variables, unity of organizational management principles
creates basis for development of multi-level functional system of management (Figure 1).

A Block LINK B Block
( - N\

Multi-level functional system of financial managment

Principles of organizational management

Control of Risk

(principle of work division, scalar and managment range)

\ Internal and External
\. Variables J/

Figure 1. Cause-result functional link scheme of corporate management

According to the main functions of organizational-economical management is divided into multi-level functional
groups, namely (see figure 2):
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l Organizational-economic functions of management l

1. Working out of Corporation strategy.

2. Creation of organizational structures that ensure taking of managerial decisions and
implementation according to all aspects of financial activities.

3. Creation of effective informational, marketing and purchasing systems, that ensure substantiation
of alternative options of managerial decisions.

4. Analysis of different aspects of financial activities of enterprise and investment project.

5. Carrying out of financial planning of enterprise according to its main directions.

6. Developing of operational system of implementation of adopted managerial resolutions in the
field of financial activities.

7. Provide science research.

8. Carrying out of effective control over implementation of adopted managerial resolutions in the
field of financial activities.

Figure 2. Block A of organizational functions of management

Concept of organizational-economic functions of management includes:

1. Working out of the company strategy. This function is implemented by companies based on common strategy
of development and forecasts of financial market conjuncture - long-term forecasts of financial activity aims and target
indicators is created.

2. Development of company strategy. This function is implemented based on general strategy of company
development and financial market conjuncture forecasts. Long-term forecast of financial activity aims and target
indicator systems is carried out.

3. Creation of organizational structure that ensures making of management decision and implementation
according to all aspects of financial activities of the company.

4.Formation of efficient informational systems that ensure substantiation of alternative options of management
decisions. Informational requirement form of financial management is divided in the company according to internal
and external sources of information and they carry out permanent monitoring of financial condition and financial
market conjuncture.

5. Implementation of analysis of different aspects of corporation financial activities. Expertise and analysis of
separate financial operation is carried out - company financial activity generalizing results as a whole and separately in
the light of directions.

6. Carrying out of planning of corporation financial activities according to its main directions. Implementation
of this function is related to processing of current plans systems, which is carried out according to different structural
sub-divisions and according to a company as a whole. Financial strategy that is worked out at the company is basis for
such planning, which requires specification at each level of its development.

7. Provide science research. Financial support of scientific researches; Priorities of research object and possibility of
effectiveness of its financial support is determined.

8. Carrying out of effective control over implementation of adopted managerial resolutions in the field of
financial activities. Financial management carries out this function via control of internal systems of organization.
Internal system control obligations are divided between the separate services and financial managers for the purpose
of operative reaction.

B. Company organizational and financial management as a concept of functions of special field of corporate
management includes (see figure 3).

Eenterprises Functions

1 ni 1

enterprises HR Financial
management resourses Manegement

1 Asset management: management of current and non-current assets and optimization of assets
composition.

2. Capital management: Management of own and borrowed capital and optimization of their
structure.

3. Providing social-economical HR resources - Corporate social responsibility. Social-economical
support of HR resources — social responsibility of corporation
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4. Providing enterprise material-technical and financial Material-technical and financial support of
enterprise

5. Management of investments: Management of real and financial investments.

6. Cash flow management : Cash flow management according to operational, investment and
financial activities.

7. Financial risk management: risk composition management, risk prevention management and risk
insurance management.

8. Anti-crisis financial management: Monitoring of financial condition of enterprise; Broad
diagnostics of signs of crisis development; Selection and usage of internal mechanisms of financial
stabilization of enterprise; Selection of effective forms of external sanctions of enterprise and
reorganization.

Figure 3. B block organizational-economic functions of enterprise

1. Asset management: It is carried out on the basis of revealing and optimization of real demand on separate type of
assets that accelerates turnover cycle of liquidity of separate types of current assets and selection of effective forms and
sources of their financing.

2. Capital management: Companies determine common demand on the capital during implementation of this function
for financing of company assets. Capital structure is optimized in order to use it more effectively; system of measures is
worked out for refinancing of capital into assets that have more effective form.

3. Providing social-economical HR resources - Corporate social responsibility. Development of acting system of
stimulation of implementation of managerial resolutions. Implementation of this function is related to motivation and
sanction systems created for HR management that is based on financial aims and standards, also on the principles of
implementation or non-implementation of plan tasks. Motivation theory is a starting point of this system.

4. Material-technical and financial support of enterprise. Reviews: mobilization of finances for production; product
quality; high level of utilization of production capabilities; advantageous location of a company; ability of attraction of
qualified HR resources; high quality of labor productivity; skills of rapid response to changeable market conditions;

5. Management of the financial risks. During the implementation of this function, first of all, some financial risks are
revealed, financial basis level is evaluated, also financial loss is calculated as the separate operational section, including
agricultural activities, some financial risk management is carried out.

6. Cash flow management: Financial risk related to the corporation activities is revealed during implementation
of this function, which allows assessment of potential financial losses associated with the risk. System of measures is
developed at this time for the purpose of minimization of separate financial risks.

7. Management of investments: Investing attractiveness of financial instruments is assessed and relatively more
effective forms of investment financing is selected in this case.

8. Anti-crisis financial management: It is a permanent monitoring of financial condition of the company. Its aim
is revealing the symptoms of financial crisis, determining of anti-crisis mechanisms and taking of relevant measures.

Organizational and decision-making principles of strategic management, conditioned by personnel skills, were
revealed on the basis of research. Financial strategy implementation and includes necessary control mechanisms that is
associated with improvement of financial strategic management, which is divided in the following way: Control as a
tool that supports optimization of corporate management; means of setting and solving of tasks; process succession
mechanism that shall assess implementation of corporation aims (see figure 4).

Aim |
Growth of company market price
Sunnortive mechanism: control J
—
1 L |
Control as a tool of Control as a means :
optimization of corporate f setti d soluti (HEIHTE. 25 @ TECEE
P P B S35dIE3 Ele) Ee idIer of sequence of process
management of tasks
I Includes 3 stages I Includes 5 tasks I Includes 4 steps I
Stages: Tasks: Steps:
1. Business standard is 1. Implementation of strategic changes of 1. Establishment of standards of
developed or recognized; company financial activities. production, aims and tasks, based
— on which the productivity shall be
2. Factual indicators are i

studied and compared to
standards 2. Diagnosing thecharacter of changing of 2. Measuring of actual productivity;
external financial environment conditions at

all stages of implementation of company 3. Carrying out of comparative
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3. Corrections are made — in | financial strategy. analysis between actual production
case of need. and selected standards of
production.
3. Selection of methods of management of 4. Assessment of results and making

company financial strategy implementation; | of corrections if standards aren’t
achieved.

4. Creation of effective system of control of
implementation of company financial
strategy.

5. Correction of enterprise strategic financial

development program, if it is needed.

Figure 4. Place and role of control in the process of implementation of company aims.

Consequently, control system has three main directions: 1) Control as a tool that supports optimization of
corporate management; 2) Means of setting and solving of tasks to personnel; 3) process succession mechanism that
shall assess activities and it is a functional process of optimization of all levels of management that plays an important
role in the process of management of corporation competitiveness and financial sustainability.

Chapter II. "Analyze and effectiveness assessment of corporate organizational-economic management”.
Analytical assessment of corporate management, risk factors, and financial motivations of HR management and
optimization of social responsibility of the company are analyzed. It includes assessment of macro-economic
tendencies of the country, social-economic environment from the position of state and private structures. Necessity
for improvement of mechanisms that ensure financial system stability of mining industry via institutional, structural
and technological transformation that is adapted in global management practice is revealed.

Dependence between dynamics of production volume (see figure 5), common income of companies (see table 1),
taxes to state budget (see table 2) and fees for usage of natural resources (see table 3) was revealed based on assessment-
analysis of activities of research object — RMG companies, which proves high importance of RMG companies for
social-economical development of the state — both at macro and micro levels.

98%
415%
—m| Silver
Gold

43%

2009. 2010%. 2011¢.  2012§.  2013§.

Figure 5. Dynamics of production volume "RMG" companies 2009-2013 years

Table 1. Volume of Production of RMG Companies’ Combined income (million GEL)

Combined indicator 2009 2010 2011 2012 2013
Combined income 360,016, 620 | 393,085,271 401,931,020 312,940,925 299,957,499
Income dynamics (%) 100 109.5 1119 87.1 83.6

Table 2. Income of RMG companies obtained from export; 2009-2013 years (million GEL)

2009 2010 2011 2012 2013 2009-2013
State income 36 29 133 142 21 361

Table 3. Fees of "RMG" companies for usage of natural resources 2009-2013 (million GEL)

2009 2010 2011 2012 2013
Fee for usage of natural resources (local 7,456,219 7,300,221 11,156,278 13,765,914 13,665,348
budget)
Regulation fee - - 1,964,753 6,605,234 | 6,606,278

Total: Fee for usage of natural resources 7,456,219 7,300,221 13,121,031 | 20,371,148 20,271,626
and regulation fee
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Correlation taxes/common income 10% 8% 10% 13% 14%
Correlation fees and regulation fee / 2% 2% 3% 7% 7%
common incime

Four signs that define strategy of mining companies were revealed on the basis of theoretical-concept and
methodological principles of corporate management by considering of specifics of mining industry companies of Georgia —
JSC "RMG Copper" and LLC "RMG Gold". Namely: Condition, Necessity, Requirement, Simultaneity.

All these issues require creation of convergence model in RMG companies, which is a united system of different
directions of management. It is characterized with phasing and is in permanent convergence with strategic
management of the company. In our opinion systemic analysis shall include the following successive stages (see figure
6).

6 Results objective evaluation system
5 System model Q
4 System of information E'
3 General scheme of conducting of systemic analysis e
?o 2 System of synthesis and analysis indicators ?2
% 1 Interconnected Elements System §
é Systemic Analysis Direction A E" .3.
'g E — ‘ "RMG" companies systemic analysis —" g" E
9 Systemic Analysis Tasks B %
5 1 Analytical assessment of all separate factors %
ﬁ‘ 2 Revealing of qualitative indicators Ef
3 Defining of co-subordination of subsystem elements §
4 Company activities and financial information analysis 2
5 Parameters Quantitative Expression 0%
6 Conclusions according to separate blocks

Figure 6. Convergence model development of the Systematic analysis

On the first level (1-1), the RMG enterprise management is to be discussed as the interconnected element system;

On the second level (2-2), synthetic indicator system is to be selected;

On the third level (3-3) general block-scheme of the systematic analysis is created and main component
functioning and interconnection are defined, the subsystem elements exposure is taken into consideration.

At the fourth stage (4-4) common block scheme of complex economic activities is created on the basis of financial
information model, which shall include analysis of company industrial activities and financial information, which
includes RMG companies mainly use analysis of financial ratios (R analysis) from financial analytical system;

At the fifth stage (5-5) system model is created on the basis of information that was obtained from the previous
stages.

At the sixth stage (6-6) fair assessment of production results is carried out and reserves for increasing of
production efficiency are revealed. According to investigators systematically, connection of separate parts and analysis
of related blocks and making of conclusions according to separate blocks is important.

As it is known, corporation is a complex organism and consists of partner groups. Corporation management
analytical assessment shall be carried out in this regards as well. It is also determined by the circumstances that
financial operations are main connecting channel with the partner groups. Based on it we have studied partner
organizations of RMG Copper and RMG Gold according to the level of their inclusion in economic activities, interest
and requirements (see table 4), where the company financial state and risk arousal are influenced by the internal
actors, such as asset sustainability, financial resource ingredients and ratio, thus it can be influenced by such eternal actors,
as: state tax and credit policy, financial market development opportunity, insurance activity standards, exchange rates and
foreign economic relations development quality. Thus, the risk factor analysis is being necessary.

Table 4. Analytical assessment of main partner groups of corporation

Partner group Partner group Requirements Financial Analysis
contribution
Shareholders Own capital Dividends Financial condition
Investors Borrowed Interests Solvency
Borrowers, bank Capital percentage Creditworthiness
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Managers
Corporation employees
Partner suppliers

Customer (direct

Knowledge capital

Efficient usage of
production machines
Ensuring continuity and
efficiency of production
Sale

Labor reimbursement and
overtime income

Salary, bonuses, social
conditions

Agreement price

Agreement or market

All sides of company
activities
Financial condition of
company

Solvency

Financial results of

purchaser company) price corporation
Tax agencies Providing service to Timely payment of taxes Financial results of
society corporation
Audit Protection of interests Timely payment of taxes Financial condition of

company

Its aim was showing of ratios that can be used for forecasting of bankruptcy. Forecast models of R. Taffler and E.
Altman are interesting as well?. Analysis conducted according to E. Altman’s model has shown that RMG companies
won’t be under the threat of bankruptcy in the nearest years (it is also defined by forecast indicators of gold and
copper reserves (see tables 5 and 6).

Table 5. Creditworthiness indicators of RMG Copper and RMG Gold by E. Altman’s model

Indicators RMG GOLD 2009 RMG COPPER 2009
_ Profit from percent before tax paying 0.19 0.16
T assets sum
_ Profit fromrealisation 0.96 0.81
i assets sum
_ Own kapitli 1.2 1.11
37 debt capital
_ Reinvested earnings 0 0
T assets sum
K. = own current resources 0.36 03
> assets sum
z=33XK +10xK,+06xK; +14xK,+12Ks. Range: 1.81<Z< 2.675
Moderate risk of bankruptcy 1.81<2.67 = 2.675 1.81< 235 <2675

Table 6. Creditworthiness indicators of RMG Gold and RMG Copper by E. Altman’s model

Indicators RMG GOLD 2013 RMG COPPER

2013

_ Profit from percent before tax paying 0.09 0.14
- assets sum

_ Profit fromrealisation 0.46 0.74
2= assets sum

_ Own kapitli 4.2 3.8
3 7 debt capital

_ Reinvested earnings 0.007 0.001
- assets sum

_ own current resources 0.6 0.22
> assets sum

z=33xK; +1.0xK, +0.6 X Ky + 1.4 X K, + 1.2Ks Range: Z >3
Low risk of bankruptcy | 3.87>3 | 3.6>3

As we know it’s possible to forecast a bankruptcy risk by defining the ratio of liquidity and restoration of
solvency. Ratio of restoration of solvency of RMG companies was revealed based on researches conducted by us (see
table 7).

Table 7. Solvency restoration rates of JSC RMG Copper and RMG Gold LLC

2 European Accounting Review http:/citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.138.2328&rep=rep1&type=pdf, Vol. 13, No. 3, 465 - 497,
2004.
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Current liquidity ratio Solvency restoration
Enterprises 2010 2011 2012 ratio
g £ o £ -

228 |28 |28 |28 5% | 200 200 2012

RMG GOLD | 1.035 | 10673 | 10.673 | 9405 | 9405 |9.060 | 7.746 | 4.385 | 4.44
LLC

RMG COPPER | 1.3610 | 3.1720 | 3.1720 | 3.6903 | 3.6903 |3.920 | 2.03 | 1.97 | 2.01
JSC

On the basis of analysis of financial activities of JSC RMG Copper and RMG Gold LLC it was revealed that
financial stability of these companies is provided within sustainable parameters, which proves correct functioning of
organizational-economical management mechanisms and proper activities of the personnel.

HR function contribution and level shall be defined during assessment of human factors of corporate
management optimization, which ensures company efficiency both at strategic level and from the point of view of
services as well. But HR resource consists of separate persons. Main criteria of assessment of function of each employee
in management, considering the financial motivation is his attitude and skills of acting rationally within the frames of
existing situation of corporation, strategic plan and financial management system that creates form of factors of
attitude of other people towards him and is an indirect determiner of person’s inclusion in the process of company’s

success (see table 8).

Table 8. Indicators of functional attitude of HR management department towards the rule of HR management

Requires the Is the most Assessment of other
Issue/problem most time during important personnel in relation to
the year (%) (highest point of the decisions of
assessment 30) department (highest point
of assessment 30)
Selection of personnel 35 15 10
/searching of resources
Administration 25 2 10
Absences 15 9 5
Salaries, financial 15 19 30
motivations and benefits
Relationship of employees 4 11 10
Training and development 6 12 20
Strategic activities 0 11 20

As a result of research conducted by us it was revealed that heads (directions) and employees (company) of HR
department expressed their satisfaction with the human resources by means of following factors: So called “attitude
factors”: do they get assistance during work process or process of changes that shall be provided by human resources
(finding of investors, partners and cheap resources); do they get useful advice from them during the work process
(improvement of management); did they get necessary support from them during tough situations and in case of
relationship with hard people (don’t leave their jobs when corporation is in problems, when salaries are reduced or
financial motivations are abolished); whether main principles and aims of work were understood correctly or not;
whether they represent the company well or not;

Method that was used for revealing of “attitude factors” include: quantitative criteria; reaction of partner industry
subjects and customers — external reaction; internal personnel satisfaction reaction — internal reaction.

In our opinion “attitude factor” towards each employee shall be revealed during corporate management
optimization and process of achieving of aims in order to define role of labor resources, which indirectly defines
personnel’s inclusion and attitude towards the company, the fact that they are necessary for the company, forms and
levels of financial motivation in relation to them (see table 9).

Table 9. “Attitude factor” table
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Quantitative criteria (during the Reaction of external Reaction of internal subjects in
year) subjects in relation to relation to the behavior of
Collegial characteristics (attitude the behavior of personnel
personnel
2 towards the company)
& | Personnel’ | Personn | Personnel
Eo s assistance el’s ’s support Positive Negative Work ‘Work that is
advice that is performed badly
performe
d well
1 + ++
+ o+ -
etc 2 - ++

If the employee gets 0 point in quantitative assessment (collegial) it means that he is not creative or he is
indifferent towards the company.

Reaction of external subjects considering the essence of personnel behavior is considered as a quantitative and
qualitative side, which shows reaction of partner industry subjects and customers. If a negative attitude exceeds the
positive or if they are equal (if number of minuses and pluses is equal in the table), this personnel doesn’t represent
interests of the company. But if positive attitude of partner industry subjects and customers exceeds negative attitude,
this personnel may represent interests of a company.

Reaction of internal subjects is a satisfaction or dissatisfaction of personnel. In the first case the personnel is
conflictual and creates problems to management. In the second case the person is sociable and doesn’t create problems
or tense situations within the personnel.

The research has confirmed that management can’t be only based on statistical recording and mathematical
calculations. It shall include psychological criteria of management, which ensures rapid adaptation of management to
the environment because it gets immediately involved in the process where other methods require time. I.e. the word
“management” means unity of inter-related decisions in the entrepreneurial activities, which refers to usage of human
and financial resources that we posses and where “attitude factor” plays an important role and is related to the
competence of the personnel and policy of their financial motivation.

Aspects if analysis of corporate social responsibility. Corporate social responsibility is directly linked to the
personnel management and international standards are used in this direction. Considering international criteria of
corporate social responsibility we have conducted complex analysis of mining industry companies of Georgia:
corporate social responsibility and problems of safe development strategies of JSC RMG Copper and RMG Gold LLC
that ensures not only topicality of this issue but integration of these companies in modern social thinking from the
social responsibility position of corporation. Corporate Social Responsibility — Characteristic research methods were
selected as a CSR methodology.

We have conducted confidential interviews during the research process. The aim of interviews was studying of
opinions and attitudes of respondents in relation to the research subject. We gave a following question to respondents
in 2013: “What shall be responsibility level or attitude of different subjects in relation to solving of ecological and
social problems”. Majority of managers of RMG companies think that first of all state structures shall work on solving
of social and ecological problems of the state. They shall assume 60% of obligations, society — 30%, and 10% of
obligations shall be assumed by business. Their opinion is based on the fact that the state and the society shall make
the company (business) observe social obligations as the entrepreneur always tries to minimize expenses and avoid
financial obligations. The result on interviewing of citizens was such: state-50%, society-10%, corporation - 40% (see
figure 7).
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Figure 7. Indicators of ecological and social obligations for the year 2013 according to percentage of interviewed
persons

Employees of partner organizations of JSC RMG Copper and RMG Gold LLC think that the obligations shall be
divided equally between the state and society and they shall work out a policy on the basis of mutual agreement
which will regulate this issue. Situation is the same in 6 months data of the year 2014. More attention was paid to
ecological issues and the effective method of water purification has been started for the purpose of improvement of
ecological environment (see Figure 8).

Mo Rever

Figure 8. Water circulation scheme at production cycle of RMG Copper

Based on surveys and assessment it was revealed that RMG companies acknowledge their responsibilities to the
society and work in this area but they don’t have organized economic policy that would optimally solve the issue.

In chapter III "Directions of improvement of organizational-economical management of RMG companies"
Algorithm of improvement elements of corporation strategic development management is worked out based on specifics of
the field, which will ensure competitiveness and financial sustainability of companies during a long-term period (see figure
9) and organizational-economical sustainability, the components of the following algorithm are:

Algorithm of development of strategic management improvement elements

Orientation to market

Permanent improvement process at all levels

Flexible/virtual managsement

Attraction/increase of nersonnel wha has creative skills

Egalitarian climate

Conditions for technical development
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Figure 9. Algorithm of elements of strategic management of "RMG" companies

Mechanism of organizational-economical management of RMG companies includes following components:

1) Focus on markets. RMG companies are carrying out indirect export.

2) Permanent improvement process. It was revealed that they carry out: rapid reaction on market demands; policy of
mobilization of permanent financial resources and control, which includes guaranty relationships.

3) Flexible and/or virtual management; It was found out that they have sold Sakdrisi investment project for a price
that exceeds its real price.

4) Attraction and/or development of personnel with creative skills: As a result of research it was found out that 5% of
employees of RMG top management have a scientific degree, majority of them have received education at higher
educational institutions of Europe and USA, 10% of employees have a big experience and are highly qualified specialists.

5) Egalitarian (equal) climate. Good example of it is funds allocated for social packages. JSC RMG Copper spends
approximately GEL 19 000 and "RMG Gold LLC spends GEL 13 000 per month, which is increased indicator compared to
previous years. Besides, in order to develop good relationship between the employees they arrange entertainment meetings.

6) Technological development. Establishment of new technological methods is planned at laboratories and production
of RMG companies, which will increase enterprise capacity from 1 700 tons to 3 200 000 tons annually according to
experts’ calculations.

Following main components of planning appear from improvement priorities of strategy planning of RMG
companies: forming of relevant strategic aims of internal and external variables; assessment of strategic options; stage-by-
stage implementation of aims and their control; and all these components are related to such principles of management as
principles of making of organizational-economical resolutions where defining of place and functional role of financial
strategy by management in a strategic development process of the company is dominant.

Considering peculiarities of financial activities of companies in organizational-economical management process of the
RMG companies, strategic thinking level of financial management and company aims where elaboration and
implementation of financial strategy plays an important role and ensures increasing of financial security level, optimization
of directions of financial resources distribution according to the fields of economical activities promotes growth of market
value of RMG companies during the strategic period. Optimization of financial security level — linked with the control that
includes ensuring implementation of financial strategy up to the each dominant field of financial development, which
allows revealing of such factors as company financial independence ratio.

Financial stabilization algorithm of RMG companies is suggested based on conducted analysis and dynamics of
decrease of company financial independence ratio (see figure 10). It’s guaranteed by existence of qualified personnel and
includes the following stages:

"RMG" Companies main stages of Financial Stability

Termination of \ Ensuring financial Retaining of
Il i equilibrium financial
[oschency g equilibrium

Figure 10. RMG companies financial stabilization algorithm

Descriptions of
Indicators

1. Stopping of insolvency. Ensuring of solvency restoration ratio within the system of financial stabilization
measures of RMG companies according to urgent financial liabilities of the company is an urgent task of this stage.
Aim: Elimination of possible cases of bankruptcy. This stage is known as operative management mechanism and
represents the measures system, which, on the one hand, aims at reduction of corporation’s external and internal
financial liabilities in the short period, on the other hand, those financial active growth, which aim at covering those
kind of expenses.

2. Ensuring of financial equilibrium. Reasons of insolvency may remain, if financial independence ratio of RMG
companies significantly exceeds 1. This stage is known as tactical management mechanism, which is aimed at
financial growth of unfavorable trends in the development of breakthrough in the formation of their own financial
resources at the expense of growth.

3. Retaining of financial equilibrium. Retaining of financial equilibrium during a long term period is possible if
RMG companies ensure long-term financial equilibrium during their economic development process and also in cases
when increase of volume of obtained ores and permanent increase of company market price is observed in case of
minor increase of main and turnover capital in conditions of capital-saving technological policy (Direction of
improvement of production machinery and technologies).

Financial stabilization of RMG companies requires good order of financial control system. Ranging of
characteristics of control activities is required for this purpose. It is confirmed that financial control system of RMG
companies is based on inter-related successive indicators (see figurel1l), namely:

44



- 1) Defining the object of controlling
- 2) Defining the types and field of controllin
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- 3) Forming of system of priorities of controlled indicators
- 4) Development of system of quantitative standards of
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- 5) Creation of monitoring system of indicators involved in
financial control
y - 6) Making algorithm of activities in order to prevent
Prevantion deviations

Figure 11. RMG companies financial control system algorithm

1. Defining of object of controlling. It is carried out from the position of target orientation — Management
resolution is an object of financial controlling according to main aspects of financial activities of the enterprise.

2. Defining of types and field of controlling. Main characteristics of separate types of financial controlling of
enterprise is operational at RMG companies.

3. Formation of system of priorities of controlled indicators. Whole system of indicators is ranged in separate
type of controlling according to significance. Relatively more important indicators are selected from controlled
indicators of the first level priority system during such ranging process. Then second level priorities system is
developed. Its indicators have factoring link with first level priority indicators. Third and subsequent level priorities
systems are developed in the same way. RMG companies pay a great attention to development of system of priorities
as they can be different for centers of separate responsibility and different directions of financial activities of the
company, for different aspects of formation, distribution and usage of financial resources. Hierarchical coincidence of
all controlled indicators shall be insured in the company as a whole together with their relevance with separate
directions of financial activities.

4. Development of quantitative standards of control. After carrying out of ranging of controlled financial
indicators, financial managers of RMG companies establish quantitative standards for each of them. Standards can be
set in absolute and relative indicators. Target strategic regulations, indicators of current budget and plans, system of
norms and regulations worked out by the state or enterprise etc. become standards;

5. Creation of monitoring system of indicators involved in financial controlling. Monitoring system is a basis of
financial controlling and the most active part of its mechanism. Financial monitoring system is a mechanism of
observation of important indicators of financial activities that is worked out at the enterprise, defining the value of
deviation of factual results from envisaged ones and revealing the reasons of such deviation.

6. Making of system of algorithms of activities in order to prevent deviations. RMG companies have following
priorities of control at this stage: control of financial strategy and aims, investment projects and company budgets.

Controlling system of RMG companies is in service of company safety and interests of investors. COSO model
developed by international organizations shall be emphasized at RMG companies for protection of investors, according
to which internal control system is a process that is carried out by the board of directors, executive management or
employees and which is aimed for obtaining of additional guaranties of achievement of following aims of
organizations: efficiency of business; financial accounting reliability; relevance with legislative-regulatory base.

Georgian mineral field RMG companies System Analysis of Entrepreneurial Activity has shown companies’
strategic development those priorities, which supplies functioning of these companies, in the competitive
environment and social responsibility growth. Thus, when the case concerns the company's corporative social
responsibility, it’s important to realize that we speak about activities, which are equally positive for companies, society
and environment. That’s why it is called triple start line. Comnsidering corporative social responsibility, RMG
companies are improving risk management and optimize strategic aims. At this time, social programs serve the
interests of all participants, including investor interests in increasing profit. To find double optimization way, what is
equally profitable for business and society, aims at corporative social responsibility project success in social-economic
field.

According to the social-economic problems of RMG companies and employment of labour resources of region, it’s
important to have such optimal approach of management as a landmark in the structural management, where social cases
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are actually discussed (see figure 12) and where corporate and social responsibility policy will be on a high level. In
such case, rational ways of personnel management is very important as a responsibility ensuring mechanism.
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RMG ) econs stage Third stage
companies - ) Fourth stage
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Figure 12. RMG companies strategic management process stages’ scheme.

On the first stage — Basic environment factor study, considering social priorities, labour and natural resource
possibilities are placed on the first place and expected high risks detection, which aims at the exact forecast of changes,
taking part in the region, where RMG companies exercise their enterprise activities.

On the second step — existing and possible natural, labour and financial resources’ analysis, to define exact weak
and strong sides; RMG companies management evaluates its potential, shows its strong and weak sides — SWOT, defines
human resources management policy, what makes possible to define right social-economic orientation.

According to the aforesaid, we have developed RMG companies’ organizational human resource management
scheme, all its dependent structures. It was highlighted, that labour resources guidance process is strictly connected to the
life cycle, social cases, which include research and procedural analysis from the beginning up to the end. The last three
strategic stages of the company (see figure 13) include consistent steps.
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Figure 13. RMG companies human resource organizational management scheme

On the third level - RMG companies must define such aims, that increase their income (for example gold enrichment
by the modern technologies will increase the level of processing quality of silver and copper and etc.)

On the fourth level — it is discussed to develop a new strategy in reaching goals, or refreshment considering
corporative social responsibility. On this level RMG companies mainly discuss those new possibilities to reach goals.

For RMG company’s ecological and social responsibility is one of the key issues in organizational-economic
management strategy. According to the aforesaid, in RMG companies’ future activity priorities, there is a project suggested
by us, for activity growth (see figure 14), in particular: economic stability protection — retained profit increase 0,5 % per
year, environmental cases — 0,5% , Social responsibility — 0,5%.

46



B Promotion of sustainability economy = Environment protection responsibility
Social programs

4.5%
4% 3.5% 3.5% 0

9 .5 27

) 3.5% 3% 3% )
2% 2% 2.5% 2.5%
2014 2015 2016 2017

Figure 14. Future draft project of corporate social responsibility and safety

On the basis of analysis it was revealed that such factors as impact of financial management and strategy
formation shall be considered during process of forming of social direction development model of RMG companies
and we shall also consider that social responsibility is based on such intangible assets as ethics, morale and human
rights, social interests that promote integration of company interests with the interests of society, which increases
company’s motivation to participate in employment, social and ecological safety increase programs. It raises company’s
image that ensures positive attitude of society and the state. Considering the above mentioned issues we suggest future
project of growth of company’s social responsibility activities, CSR and strategic plan of safe development to RMG
companies, which shall become component of improvement of financial policy of the company.

Consequently, Personnel shall be divided into categories for the purpose of avoidance of conflict situations. It is
also important for improvement of remuneration system. Traditional algorithm of determining of salary is used for this
purpose: Description of performed works; classification according to job positions, labor market analysis; Determining
of price of work-place; Determining of a salary. We have offered hierarchical multi-functional pyramid of division of
job-position classification to RMG companies for establishment of this system, which defines management levels and
also leads a convergence model of system analysis and reflects job-position condition, relevant functions, qualification
level, which can be used for remuneration system and for social-economical analysis. This pyramid shows personnel
employed at a job-position of definite category, their hierarchical position in RMG companies structure and also what
kinds of decisions are made by them and what kind of responsibility they bear on organizational-economical
management process (see figure 15).

A
e N
] GFE
Development strategy is Institutional level
processed Top management
E \. J
/ AY
4 N
/ D \ Strategy implementation D and C management level
lan i Medium level management
/ C \ plan is processed L )
/ B

Basic level management

\ B A hnical | |
/ \ Definite work is [ and A technica eve]
A
performed

Figure 15. Multi-functional pyramid of convergence model of system analysis (functional analysis)

Personnel’s job positional and functional gradation is based on the following organizational-economical principles:

G — This category includes a supervision board, which isn’t a company personnel but they develop company concept,
get dividends and carry out management according to owned shares;

F - Personnel of this category develops organizational-economical policy according to concept of RMG companies,
makes strategies. This hierarchical level includes directorate.

E - Personnel of this category makes strategic decisions and acts within their category and at the same time they
deepen horizontal links with the managers of relevant level and heads of department. Personnel of this category require
professionalism, higher education and special skills.

Personnel of E and F category have high salary due to big volume of works and stressed character of their work.
Personnel of this category participate in creation of company development strategy. Managers of this level spend most of
their time — about 55% - on meetings and consultations. They spend the remaining time on working on documents and
control of company policy implementation.
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D - Personnel of this category makes tactical decisions considering organizational-economical policy of the company.
They are focused on making management more capable and they use different mechanisms of management for this
purpose, including control. This category includes such managers who require professionalism, higher education, three-
year experience from employees. Representatives of this category include: heads of service of department, chief
accountant.

C - Personnel of this category uses process decisions, coordination of usage of means and adjustment of tasks given
by senior manager’s with organizational-economical policy of the company for the purpose of achievement of aims.
Personnel of this category require professionalism and higher education according to specialty. This category includes
heads of groups, office managers, engineers, programmers, lawyers, economists. Medium level managers (C and D) of
RMG companies represent these personnel, who play intermediary role between the higher and basic level personnel. Top
managers make decisions based on information provided by them, which are delivered to basic level managers through
medium level managers. Medium level managers spent most of their time in relation with top and basic level managers.
They are responsible for activity of whole organization and participate in making of plans of implementation of company
strategy.

B - Personnel of this category uses operative decisions for fulfillment of a definite task and use existing methods. This
category includes such personnel as technicians, assistants, and secretaries and requires definite qualification knowledge
but higher education isn’t necessary.

A - Personnel of this category makes an initial decision and uses existing means for fulfillment of tasks. This category
includes such personnel as workers, cleaners etc. RMG companies personnel of this level (A and B) are related with mom-
management personnel. They shall fulfill industrial tasks within definite competence. They are responsible for usage of
allocated resources and ensure fulfillment of definite works.

It’s important to divide existing positions into categories for development of fair reimbursement system, which is a
main component of improvement of business process and functioning of organizational-economical activities. Besides, it
defines duties of the personnel. Following was concluded on the basis of researches:

1. Focusing on definite elements of work (i.e. tendency acquired by the personnel when they try to do only that work,
which is within their duties and get reimbursement for and is waiting for relevant motivation). This group includes
personnel of A and B categories;

2. Focusing on several elements of work (personnel’s obligation to perform own duties and be distinguished by
initiatives, for which they get reimbursement and wait for motivation). This group includes personnel of B and C
categories; such attitude towards work increases stimuli of employees and quality of performed works.

3. Focusing on several elements of work and on future plans (personnel’s obligation to perform own duties and be
distinguished by initiatives and control, for which they get reimbursement and wait for motivation). This group includes
personnel of C and D categories; such attitude towards work increases potential of the company and quality of performed
works.

4. Focusing on several elements of work, on anticipated changes, on future plans and policy(personnel’s obligation
to perform own duties and be distinguished by initiatives, creativity and control, for which they get reimbursement and wait
for motivation). This group includes personnel of D, E and F categories; such attitude towards work increases market value
of the company.

Thus, as organizational-economical management of personnel of RMG companies is related to existence of effective
system of stimulation, which is also a basis of attraction and retaining of qualified personnel, using of stimulation system
shall become an inseparable part of organizational-economical management of RMG companies. Besides, it shall
correspond to values of these companies and are necessary for achievement of strategic aims.

Following directions of division of positions into categories are main issues of improvement of RMG companies
personnel management: personnel policy, formation of initiative personnel by means of creation of high motivation
environment; revealing and overcoming of weak sides of the personnel by means of relevant educational programs;
improvement of methods of personnel improvement. Following is suggested for RMG companies based on above
mentioned issues:

1. Personnel policy. Rational distribution of employed personnel according to functional skills and management
levels, which allows maximal employment of local population. 631 people are employed at RMG GOLD LTD at the
moment. Only 12% of them represent high and medium management lines. 88% is represented by a lower line of
production. 90% of employees are local residents.

2. Formation a system of motivation of labor resources: system is based on motivation which means: financial
assistance, free medical insurance, medical service on the territory of a quarry that provides free medical assistance and
medicines to the personnel. Employees that have to travel from Bolnisi (to Kazreti settlement — distance 15km) get travel
compensation. There are catering facilities on the territory of a quarry.

3. Revealing and overcoming of weak sides of the personnel by means of educational personnel: weak sides of
personnel are revealed according to work performed by them and/or their behavior in the collective, which creates necessity
of making of changes in the company. RMG companies take measures for improvement of skills of personnel in different
directions. Namely, trainings are held for management, financial, HR, mechanical, mining and other departments.

4. Improvement of methods of personnel development: Improvement of personnel management of RMG companies
requires:

4.1. Enlarging of team working;

4.2. Changing of work which means re-training of the personnel;

4.3. Enlarging of work: work is expanded by means of this method,;

4.4 “Enriching” of work. The work can be “enriched" by giving of more difficult and complex tasks to the personnel
and by adding of responsibility.
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4.5 Delegating: RMG companies shall use this approach for development of separate member of personnel.

4.6. Making of educational visits for increasing of experience — RMG companies arrange visits of their personnel to
partner organizations: Kazakhstan, Russia, Ukraine.

4.7. Educational programs. RMG companies shall carry out educational programs during working process and beyond
the working process. Trainings in corporate management and communication shall be held for middle level managers
without interruption of production process.

Thus, we shall review following circumstances for the purpose of improvement of personnel management —
assessment of effective activities of the personnel in large companies, especially in mining companies is a more
complicated process compared to ordinary firms as scope of their activities goes beyond their cultural, territorial and
economic policy borders. So, aims of large companies can be same in different countries but results of personnel
activities and management can be assessed in a different way. Besides, personnel management and financial
management are inter-related and filling factors in the process of implementation of corporate aims where financial
motivation policy and risk revealing organizational methods play an active part.

Thus, we suggest specific project plan of risk management of RMG companies (see figure 16), namely:

Risks revealing methods on the example of RMG companies

| T T 1

Managers act on the Managers act on the basis of Reveal anticipated Managers act on the

basis of their experience received information and risks on the basis of ' basis of intuition and

and take into account experience of partner anticipated external  information provided
personnel moods organizations changes by the personnel

Figure 16. Draft risk management plan on the example of RMG companies

Suggested project plan ensures risk management of RMG companies for effective fulfillment of their tasks, such as:
development of such general directions of activities that allows conducting of financial activities in an controlled and
purposeful manner; improvement of economic processes that are related to marketing activities; promotion of usage of
existing property and resources; protection of assets; development of human resources and base of institutional knowledge;
optimization of operations.

Based on conducted research it was revealed that risk management responsibility is divided according to obligations of
economic activities during the process of economic activities. But personnel has indifferent attitude towards revealing of
risks. Consequently, in our opinion bonus motivation shall be introduced for personnel, which will impose following
obligations on each employee of RMG Gold LLC and JSC RMG Cooper: Studying of existing risk management process;
revealing of inefficient control measures and submission of information about them; submission of report regarding losses;
cooperation with the management in case of investigation of different cases of risks.

We think that creation of independent structure will be more efficient that will study anticipated risks (both from

organizational and economical point of view). Creation of such structural unit is a prerequisite for successful risk-
management. It will have following obligations: development of management policies of anticipated or emerged risks and
updating it permanently; documenting of risk management policy; coordination of risk management and internal control
measures; collection of information related to risk management, making of reports and its submission to the management.
Besides, in our opinion strategic plan of risk management and risk minimization shall be elaborated for sustainable
economic development of RMG companies and ensuring of successful activities. For this purpose it’s necessary to
determine sequence of management processes and defining of level of personnel inclusion on the basis motivation. Thus,
algorithm according to 1SO31000 is recommended for RMG Gold LLC and JSC RMG Cooper mining companies (see
figure 17), where risk identification and skills of sequential planning of risk measures by personnel plays an important role
in management process. As for monitoring as a self-controlling system of personnel increases intellectual property
understanding skills and reduces possibility of increase of informational risks.
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Figure 17. Algorithm scheme of risk management process

Risk defining criteria in suggested algorithm (see figure 17) is a chain of uninterrupted and sequential coordinated
activities and universal form of risk reduction where personnel are the main players who act within the laws of the state.

Thus, provisions, recommendations and formulation suggested in our report correspond to international regulations
and legislative base of the country. RMG companies’ main social security goals are defined by the decree

a) 53 of the Georgian government, issued on the 10" and 20" of March 2010 year;

b) 39 of the Minister of Health, Labour and Social protection of Georgia, issued on the 4™ April of 1997,

¢) 259/n of the Minister of Health, Labour and Social protection of Georgia, issued on the 17" September 2002,

d) 80/n and 346/n of the Minister of Health, Labour and Social protection of Georgia, issued on the 7™ April and 25"
December of 2003.

These and other normative acts define not only social cases and its implementation security, but also ecological
aspects.

According to the RMG companies’ social direction development model formation process, it’s necessary to consider
such facts, which supply company’s interests integration with the social interests, which on its part increase company’s
motivation to participate in employment, social and ecological security growth program.

I11. Main conclusions

Necessity of improvement of strategic management mechanism of corporation was revealed based on studying of
theoretical materials, practical investigations, expert’s data, documentary materials of research objects of RMG companies
of Georgian mining industry and analysis of research results. Qualified strategic management increases adaptation of
corporation business with market conditions, promotes financial sustainability of the company and minimizes chances of
bankruptcy and ensures development of business in the country.

Conclusions are made on the basis on conducted research and consecutive analysis. Definite recommendations and
offers are suggested. Their implementation will improve efficiency of strategic management of companies employed in the
field of mining business, namely:

1. Basis of corporate management include all organizational issues, factors, principles and criteria that create
favorable business environment within which coordination of capabilities and analysis of management systematization is
carried out that are related to internal and external variables. It promotes rationalization of organizational-economical
activities and revealing a need for selection of effective mechanism of strategic management.

2. Based on cause-result functional links of corporate management, two main special functions of corporate
management: organizational (block A) and production operational (block B) functions create a multi-level functional
system of management. Functional system becomes basis of convergence model development of systemic analysis that is
an efficient tool of strategic management and ensures preparation, adoption and implementation of strategic management
decisions.

3. Development of financial strategy of RMG companies is based on such main principles of strategic management
system as: a) Openness; b) Composition; c) Orientation; d) Main (indication of dominant field of development that allow
identification of priority directions of financial activities); e) Flexibility; f) Choice (search of alternative options); g)
Technological progress; h) Existence of threats; i) Professionalism; k) Provision. Based on strategic development aims and
position of RMG companies, the company management uses algorithm principles of adoption of strategic resolutions that
ensures financial sustainability of companies.

4. Assessment of financial strategies of RMG companies includes following parameters: a) Compliance of corporation
financial strategy with its market corporate strategy and correspondence with changes of external financial environment. b)
Correspondence of financial strategy of company with internal potential; ¢) Balancing of financial strategy parameters; d)
Implementation of financial strategy; e) Level of predictive financial risks. Risk management strategic plan shall be worked
out and forming of scheme of sequence of risk minimization measures is needed for sustainable economic development and
successful business of companies.

5. Urgent character and need for elaboration of financial strategy of company stabilization is caused by the following
factors:

a) Intensiveness of changes of external financial factors;

b) Transfer to new life cycle of company;

c¢) Dramatic changes of aims of operative activities of the company that are related to new commercial opportunities.
Implementation of financial strategy shall be considered as successful, if all strategic aims are achieved according to all
dominant fields of financial development of the company.

6. Strategic policy of financial stabilization is one of the main parts of corporate management measures. Its aim is
support of company’s financial equilibrium during long-term period. In case of strict competition it’s impossible to ensure
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successful implementation of company’s objectives without systemic analysis because competitiveness is quantitative
complex of economical characteristics where separation of main signs is very difficult.

7. Bankruptcy forecasting models are the best means of revealing of threat but none of the models can ensure security
of a company, especially for those companies that are involved in mining business because risks are high. On the basis of
financial analysis of JSC RMG Copper and RMG Gold LLC companies of Georgian mining industry it was revealed that
increase of expenses in 2012 -2013 was caused by physical wear and tear of mining equipment, incorrect ore management,
and unforeseen construction expenses. In our opinion JSC RMG Copper and RMG Gold LLC companies shall
systematically use bankruptcy diagnosis models for forecasting of indicators of financial condition of companies.

8. Future perspectives of efficient functioning of RMG companies are related to complex use of mineral raw materials
and re-evaluation of company ore base, apart from strategic management.

9. Efficient usage of human (intellectual capital) and financial resources in corporate management is achieved by
implementation of following priority directions: a) Optimization of method of selection of qualified personnel; b)
Improvement of methods of revealing of problems and determining priority ranking of tasks of HR management
department; c) Rationalization of methods of determining of personnel’s role; d) Exact selection of financial sustainability
assessment indicators; e) Optimization of methods of selection of reliable and useful information needed for analysis of
assessment of financial sustainability; f) Precise assessment of proprietary condition of corporation; g) Exact definition of
liquidity and solvency; h) Exact assessment of business activities and profitability indicator.

10. Corporate social responsibility is based on such immaterial values as ethics, morale and human rights, society
interests, which promotes integration of company interests with the interests of the society, which on its part increases
motivation of the company to participate in employment, social and ecological safety programs. It improves company’s
image, which ensures benevolence of state and society.

11. Global level of JSC RMG Copper and RMG Gold LLC companies is one of the parts of their strategic
management that reveals quality of inclusion in foreign trade;

12) Following recommendations and system of measures suggested based on studying of business environment and
organizational-business activities of RMG companies shall ensure:

a) Strategic management of companies shall be focused on raising quality of obtained ore and improvement of
management coordination;

b) Effective centralized communication network shall be established for improvement of management system.

¢) Georgian state shall promote development of mining industry by means of different tools and mechanisms.

Thus, collecting of all directions of activities of enterprise in united strategy plays an important role in improvement
of strategic financial management of RMG companies. It includes following important components, such as: complex
usage of raw materials; increasing of economic efficiency of ore enrichment; Increasing of global quality of companies;
rapid reaction to market and other changes; Improvement and development of communications; Control of business
processes; Rational management of personnel; Increase of importance of corporate responsibility; Improvement of financial
management mechanisms.

Implementation of recommendations and measures indicated in the thesis will improve strategic financial
management of companies employed in mining industry of Georgia and ensure optimization of their competitiveness,
working out of sustainable financial development strategy and their establishment is entrepreneurial-business practice of
the state.
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