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Abstract: An aim of the paper is to explore
the outlines of the looming monetary order. For
these purposes, we have made a brief retrospective
analysis of money genesis. In its inception market
had selected gold as a medium of exchange and
gold had become a social institution. After WWII the
leading force of monetary order changed. The Bretton
Woods conference had made a political agreement to
endorse the US dollar as a reserve currency. In 1971
the picture had become more clear, and the gold-
backed dollar system collapsed as it was predicted
earlier. A digital environment has given the reborn of
new types of money. The pioneer of digital money was
the cryptocurrency, a decentralized and transparent
system to pay and hold the value. As the old saying
tells, everything new is well forgotten old one. Since
2021 central Bank of China has launched a digital
RMB pilot program. It is easy to grasp that the
state tries to substitute the market-developed money
(cryptocurrencies) with the monopolistic system of
CBDC. We have found out the effects of CBDC on

DOI: https://doi.org/10.52244/ep.2022.23.06

retail banking and the incapability of CBDC monetary

order with fractional reserve banking.

Introduction. Since 2009 we have observed a
tremendous expansion of the cryptocurrency market.
The pioneer of them obviously was bitcoin, based on
block chain infrastructure. After quickly attracting
popularity bitcoin prices have soared from zero to
more than $60 000 in 2021. In 2022 there are 10,363
active cryptocurrencies and the crypto market's value
stood at $2.04 trillion.

In April 2021 P.R.C. central bank issued the first
digital RMB as a legal tender, which has equivalent
value to other forms ofthe Renminbi (CNY). The action
of China’s government was obvious, the totalitarian
state has grasped that digitalization is an irreversible
process and decentralized cryptocurrencies are a real
threat to their regulatory power of finance.

Today almost all central banks are working on
their models of CDBC but the complexity of the issue
constrains their agenda to implement the reforms in

the short-run future.

The genesis of money
There could be endless disputes, about the
most important invention of mankind. But from

my personal point of view, it is money as a social
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institution. The progress of mankind is based on labor
division and specialization of the workforce. Internet,
smartphones, cars, and other complex instruments
are developed by scientists and made by plants with
plenty of high skilled workers. Therefore, money as a
basis of the labor division process is a driving force
of progress.

But money, as we know and use in ordinary life, had
gone through long phases of evolution, from barter
to gold and fiat currencies. From its inception, there
was some cumulative evolution of money as a social
institution. For example, when we are talking about
gold money, it was not a state invention or product of
state coercion for the mandatory use of gold as legal
tender.

Money did not and never could begin by some
arbitrary social contract, or by some government
agency decreeing that everyone has to accept the
tickets it issues. Even coercion could not force people
and institutions to accept meaningless tickets that they
had not heard of or that bore no relation to any other
pre-existing money. Money arises in the free market,
as individuals on the market try to facilitate the vital
process of exchange. (Rothbard Murray N, 1994)

There was a transition process from the gold
standard to the fiat currency regime. As Rothbard
mentioned above, gold was a social institution, but
after WW II we had got new financial order, called
the gold-dollar standard. The US dollar had a fixed
price in gold, $35 per ounce of gold and each central
bank could hold the reserves in USD dollars instead
of gold. The system dissolved between 1968 and
1973. In August 1971, U.S. President Richard Nixon
announced the "temporary" suspension of the dollar's
convertibility into gold. In fact, it was the end of the
system and we have got a fiat currency model.

From its inception, the money evolution process
was managed by the free market but, as we have

seen above, since 1945 the character of the evolution

changed and became a political process. In a fiat
money monetary system, the central bank doesn’t
have any limits to print money because it is note-
backed by gold or anything else. The quantity of the
monetary base is not determined by the market. The
central bank executives are analyzing and decide how
much money is needed in the economy at a particular
date of time.

I do not believe we can now remedy this position
by constructing some new international monetary
order, whether a new international monetary
authority or institution or even an international
agreement to adopt a particular mechanism or system
of policy, such as the classical gold standard. I am
fairly convinced that any attempt now to re-instate
the gold standard by the international agreement
would break down within a short time and merely
discredit the ideal of an international gold standard
for even longer. Without the conviction of the public
at large that certain immediately painful measures
are occasionally necessary to preserve reasonable
stability, we cannot hope that any authority which has
the power to determine the quantity of money will
long resist the pressure for, or the seduction of, cheap

money. (Hayek F.A. 1976)

CBDC phenomenon

We define a central bank’s digital currency simply
as an electronic, fiat liability of a central bank that
can be used to settle payments or as a store of value.
It is in essence electronic central bank, or ‘narrow’,
money. (Bank of England, 2018)

There are some similarities and differences between
crypto and CBDC. In both cases, the currency is
given in the digital form, but cryptocurrencies are
decentralized blockchain products. In contrast, CBDC
is given as a centralized account in the central bank’s

balance sheet.
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The arrival of digital money has reopened the
debate about the role of central banks. First, CBDCs
have become feasible. Second, the internet allows a
central bank to skip building an extensive network of
branches, either directly or in cooperation with existing
commercial banks. Both factors suggest that we can,
and very likely will, revisit the sharp separation wall
between central banks and the public at large. But,
for such an endeavor, we require a formal economic
model (Fernandez-Villaverde Jesus, 2020)

CBDC gives new scope of central bank functionality
and operations. In the current fiat currency system,
monetary architecture central banks are in the role of
wholesale dealers of money, but they don’t execute
retail banking services. First of all, from point of view

of central banks, it is inefficient to make branches and

The CBDC pyramid

I ...to CBDC design choices

Source: BIS Quarterly Review, March 2020

From consumer needs...

Cross-border
payments
Accessible to all

Ensure privacy
in lawful exchange

Resilient and robust operations

DLT-based or conventional
central bank infrastructure?

manage retail banking globally. The second factor is
a conflict of interest, to supervise the banking sector
and operate in the sector at the same time. CBCD is
a game-changer, it gives an opportunity to the central
bank to provide retail banking without significant cost
and management burden.

We thus sketch the development of a CBDC
through an approach that proceeds from consumer
needs to design choices.4 The left-hand side of the
CBDC pyramid (Graph 1) sets out such consumer
needs and six associated features that would make
a CBDC useful. Starting with cash-like peer-to-peer
usability, these features also comprise convenient
real-time payments, payment security, privacy, wide
accessibility, and ease of use in cross-border payments

(Graph 1). The pyramid’s right-hand side lays out the

Graph 1

>

Lower-level choices feed into subsequent decisions

The CBDC pyramid maps consumer needs (left-hand side) onto the associated design choices for the central bank (right-hand side). The
four layers of the right-hand side form a hierarchy in which the lower layers represent design choices that feed into subsequent, higher-

level decisions.

10
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associated design choices. (BIS Quarterly Review,
March 2020.)

There are 3 types of possibilities to provide retail
banking with CBDC:

° The direct CBDC, when retail banking is
provided by Central banks;

° The indirect CBDC, when retail banking is
provided by commercial banks;

e  The hybrid CBDC, in this model, a direct
claim on the central bank is combined with a private
sector messaging layer

Why the private sector itself has not found ways
of enabling households and companies to hold bank
deposits that are fully secured by central bank money.
Such an approach would offer public deposits that
are virtually identical to digital central bank money
or sovereign money accounts. Why does nothing like
this exist? The answer may be that bank customers
are broadly satisfied with what is available today.
Banks offer customers holding sight deposits with
them a range of services, mostly relating to account
management and payment transactions. In addition,
they generally pay interest. From the point of view of
customers, the services offered by commercial banks
and the fact that they are paid interest on deposits
probably offset any disadvantages stemming from the
fact that sight deposits with commercial banks are not
central bank money (Jordan Thomas J. 2018)

It will be hard to find out which mix of the above-
mentioned forms of CBDC retail banking will be
better. Empirical examples had shown that economic
factors will not be decisive arguments in this field. The
primary factor would be the political environment.
In a totalitarian state probably we will see the direct
CDBCmodels. In the case of free-market democracies,
there will be some segment of the banking sector for
commercial bank operations. The question is how to
provide the CBDC transactions? Make an individual
account on central banks’ balance sheets and give

permission to commercial banks to develop on this

basis or use distributed ledger technology. From
my point of view, the case of Yap described by
Milton Friedman (The Island of Stone Money) is so
interesting one. The model was incredibly simple and
effective.

Large stones quarried and shaped on a distant
island were used as, money on the Island of Yap.
After Germany acquired the island at the turn of
the century, its officials had difficulty inducing the
residents to repair the footpaths until they resorted to
the desperate expedient of taking possession of many
of the stones by marking them with a cross in black
paint, to be removed when the paths were repaired.
(Friedman M, 1991)

If implement the Stone Money model for CBDC
architecture, the system will become more flexible and
safe. First of all, you will be able to hold your CBDC
offline as a digital key, and the second monitoring of
the accounts will not be needed at all, the central bank
only needs to register the digital currency as property
and change its owner after transactions. It does not
need to create personal financial accounts at all. The
approach with the digital currency will be the same as

with the property and its right.

Credit and fractional reserve banking

An individual commercial bank cannot use the
granting of loans to ensure a lasting increase in the
deposits it holds. Due to payment transfers, the deposit
created by a loan flows out and disappears from the
books of the lending bank. For the banking system as
a whole, however, things look different. The payment
transfer creates a new deposit at another bank. While
the total volume of central bank money remains
unchanged, lending by an individual bank increases
deposits in the banking system and hence also the
overall money supply (Jordan Thomas J. 2018)

A more interesting process is going on with

11
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fractional reserve banking. As we know within the
fractional reserve system, commercial banks make
loans from deposit accounts also. The process is
suitable for the fiat currency system because no one
records and tracks the serial numbers of banknote bills.
but how is it will possible in the case of CBDC? As we
mentioned above, clearing of CBDC means tracking
each move of digital currency, because it is a “serial
number” itself. So, at any stage of the transaction,
the owner will have full control of his (her) money.
Therefore, commercial banks will not have the ability
to give this money for credit and create such type of
money by using a fractional reserve system and the
money multiplier.

In a free-market economy, where there is no
fractional reserve banking practice, the source of
credit resources is savings, temporarily free money
funds, which, through the banks as the mediators,
flow from the savings holders to business operators in
the form of loans. The existence of savings is, on the
one hand, are the means for obtaining credit resources
for business, and on the other hand, the indicator of
the existence of the additional demand, which should
provide support for the economic growth, as well as
the application of the additional issue. Everything
changes in the conditions of a fractional reserve
system, when the source of loan is not the real savings
but a monetary multiplier (Khidasheli M, Chikhladze
N, 2019)

In a fiat money system, you are not holding or
tracking the serial number of your money, because it
does not have an essence. Your interest is an amount on
your bank account indifferently what serial numbers
they have. The fractional reserve banking itself is
based on this condition. But everything is changing in
the case of CBDC because it’s a “serial number” itself
and you primarily hold CBDC as a property rather

than merely an amount. The implementation of the

12

CBDC system will demolish the basis of fractional
reserve banking.

Conclusions

As we have seen above the evolution of the
monetary system had two layers:

o Cumulative evolution shaped the social
institution — gold standard;

° The Breton wood s agreement transited
the nature of the monetary system’s evolution, from
social institution to political one.

Empirical pieces of evidence have shown that social
institutions are born (with cumulative evolution)
and are sustainable creatures. Artificial (political)
institutions don’t have the same characteristics. The
gold standard lasted centuries and the Breton Woods
agreement only two decades. The development of
the digital economy creates an alternative economic
environment, not fully controlled by a state, and the
process of evolution starts again. Primarily we saw
cryptocurrencies, decentralized, blockchain products
without any state regulator and interventions from a
central authority. The distributed ledger technology
gives much more control, transparency, and safety
over your crypto money than commercial banks
account. The popularity of cryptocurrency was
considered a threat to the current monetary order and
the process of political intervention to control the
process is going on.

CBDC

cryptocurrencies, the state approach to the money

was an echo of decentralized
digitalization process. In some states may we will
see a ban on decentralized currencies and fully
substitute them with CBDC but one is inevitable:
fractional reserve banking is inconsistent with the
CBDC environment, where you own a currency as a
property with a specific form and not an account with

an amount on it.
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Summary

Economic strength of territorial units is one of the
most important factors for the economic development
of the government. And for the economic stability of
the territorial units it is crucial to have high level of
financial decentralization and the ability to provide
their budget revenues with their own tax sources,
which is guaranteed by effective fiscal politics from
the government.

Some reforms have been going on in Georgia for
decades in order to have financial decentralization
and to improve the quality of budget independence,
but in order to improve modern situation in this field
it is necessary to develop a system of specific actions.
Therefore, the problem of tax revenue optimization
of territorial units is gaining more urgency and we
believe that identifying the factors hindering the
improvement of the tax revenues of the budget of
the territorial units and taking certain actions and
measures to solve them will significantly contribute
to the socio-economic development of the territorial
units.

While working on these issues, the study of
the problem was done mainly using characteristic
and quantitative research methods. In terms of
characteristic research we managed to get information
in-depth about the main topic and then we managed
to process and analyze this information. In terms
of quantitative research, we were mainly guided
by statistical information of the revenues of the
budgets of the territorial units. Quantitative data were
processed in accordance with the objectives, on the
basis of which specific trends of the problem were
identified. Based on the analysis of the information
collected through the mentioned methods, the relevant
conclusion-recommendations were formed.

The issue of ownership of natural resources is
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important for the economic development of territorial
units. Natural resources should be used in such a way
to maximize the growth rate of economic development
of territorial units. Part of the value added that is
created as a result of industrial-economic relations
using natural resources should be transferred by
using the budget-tax mechanism to the budget of the
municipality and/or, as it is in our case, the budget of
the Autonomous Republic. Clearly, the same principle
must be maintained in terms of the use of other
industrial resources. Effective use of fiscal policy
instruments can create a structure of tax revenues for
the budgets of territorial units, the volume of which
will depend on the efficient use of resources in the
territorial unit.

Public policy in the field of regional finance should
reflect the economic activity of the region, which
can provide increased productivity in the region,
increased value added measures in the region, job
growth and, ultimately, the well-being of the region's
population. In modern conditions, budget relations in
Georgia are based on the principle of independence
(autonomy), however, the dependence of different
levels of budgets on central budgets is very high.

The share of tax revenues in the budget revenue
structure of the Autonomous Republic of Adjara is
more than 95% of the total revenues. This proportion
is acceptable at first glance, but it is formed to the
budget of the Autonomous Republic by income taxes
of individual entities and it is effective, for the most
part, from a fiscal point of view. It has less regulatory-
stimulating character. In the long term perspective,
the regulatory-stimulating role in tax-budgetary
policy is crucial to achieve the tax revenue growth.
Therefore, in our opinion, the use of profit and income
tax as a source of tax revenue for the budget of the
Autonomous Republic will ensure a more efficient

result of both fiscal and stimulus-regulatory functions.
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Actions and measures that are aimed to increase the
tax base of profit tax are possible through the use of
economic mechanisms and tools, as we are talking
about increasing the number of economic entities
and expanding their activities. This mechanism, at
the same time, will directly affect the growth of the
taxable tax base.

The situation in Georgia is also unfavorable in terms
of the formation of tax revenues of municipal budgets
because all taxes, except property taxes, belong to the
central budget. The taxable base of property tax is
very small, which is further reduced by the system of
benefits provided by the Tax Code of Georgia.

Distributed VAT
filling the budgets of municipalities. The existing

1s the main tax source for

mechanism of its distribution is ineffective. By using
this mechanism, each municipality receives an almost
fixed amount of money each year for the formation
of the revenue portion of their budgets. It does not
matter if the municipality is economically active or
passive; it still receives almost the same amount of
distributed VAT as it received in previous periods.
This mechanism has lack of the role of stimulating
economic development. Therefore, we believe it is
necessary to develop mechanisms of geographical
area for determining the value-added value created
in a particular municipality. The amount of VAT
paid by a VAT payer registered in the territory of this
municipality should become the main criteria of the
VAT distribution mechanism. In addition, in order
for municipalities to be able to actually finance their
functions, it is necessary to increase the percentage of
VAT that is distributed.
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IMF Facts
1944
E IMF is established
190
@ Member countries
eots 150

Nationalities among staff

24

Executive Directors
representing 190 countries

IMF Lending Facts

$1 trillion
U Amount available for lending
= U
ﬂ Current lending arrangments
al 76
“!, Recipient countries of
emergency pandemic financing
1.1 $303 million
-4 For technical advice, training
and learning

31
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Summary
The role of international financial institutions is
recognized in the modern world and even today the
global world depends on the finances of financial
organizations, because they play a major role in the

accumulation, availability and distribution of finance,
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and some international financial organizations
help publicly And has become an essential aid
component at the modern stage, especially during the
Kovid-19 pandemic and the Russia-Ukraine conflict.
International financial organizations are often cited as
the world's most powerful agents of economic reform
(Halliday and Carruthers, 2007:1135-1202).

The role of international financial organizations is
also special for Georgia, it can be said for developing
countries in general, of course developed countries
are not excluded, but access to finance and technical
assistance is often needed by poor, transition or
developing economies.

The role of international financial organizations
increased especially after the Second World War, in
fact, in 1944, and the Bretton Woods Conference is
considered the birthplace of international financial
organizations, as there were no such financial
organizations before, however, the formation of such
organizations Financial condition. We will not discuss
the origins of organizations in this topic, but it should
be noted that the International Monetary Fund and
the World Bank, established under the Bretton Woods
Conference, are still major players in the process
of globalization and economic rapprochement
with various international or regional financial
organizations. At the same time, the International
Monetary Fund is constantly introducing new
standards in the face of modern challenges and
adapting in the face of crises and challenges, assisting
in implementation and conducting monetary policy, of
course, taking into account the specifics of the country.
It should also be noted that the opinion of scientists
and experts often does not coincide with the policies
of international financial organizations, even the
International Monetary Fund in some cases, because
local factors are ignored, which will be discussed in
the main text, according to some examples.

As for the World Bank Group, it mainly accredits

countries with various types of loans and often



930bm303mbo 3bmgagma, (ymdo 17, 1(23), 2022/Economic Profile, Volume 17, Issue 1(23), 2022

plays an important role in stimulating the economy
of a particular country - by financing infrastructure,
energy and investment projects.

It should be noted that intercity and urban
infrastructure in Georgia is mainly financed by
international financial organizations, including the
construction of highways, municipal infrastructure,
drainage systems, sidewalks and municipal transport
development (For example, KFW-funded projects
are important for the city of Batumi). The Asian
Development Bank mainly finances the construction
of the Central Highway, etc. Of course, such list is
much broader and a matter of separate research, but
we understand that it would be difficult for the state to
finance such projects only with its own funds, and the
already protracted projects would be further extended.

Although international financial institutions play an
important role in stimulating the economy, criticism
often comes from the IMF's monopolistic and linear
monetary policy, for example, the crisis of Asia in
the 1990s and South Korea, when the IMF imposed
its rule on South Korea. The policy developed by the
experts, which should have been mainly focused on
fighting inflation, which in fact deepened the crisis
and led South Korea to default, which affected the
entire financial market and particularly harmed
private farms - small and medium-sized enterprises.

The role of international financial organizations
is special for Georgia as well, because the IMF and
other international financial organizations play an
important role in stimulating the Georgian economy,
as most of the loans are directed to infrastructure and
budget support loans. The volume of GDP and the
level of employment of the population, however, the
results of the funded projects will be more effective
for the state and the population in the future.

Debt management and services remain a challenge
when financing international organizations, as
the existence of public debt has historically been

problematic, and the IMF has repeatedly called on

states to maintain adequate levels of debt.

However, it should be noted that the IMF at the
present stage pursues a policy of relatively open
governance and takes into account the characteristics
of states in their monetary policy, because in the light
of the crises of recent years, the Fund was not open to
such governance.

t should be said about the practice of Georgia,
Georgia does not have a bad practice in terms of
debt management, however, the debt volume as
of 2021 is within 52% of GDP At the same time,
it remains a challenge for Georgia to effectively
implement projects financed by international financial
organizations on time, because it is difficult to talk
about the effectiveness of projects delayed over time.

At the same time, it is important for Georgia to
receive more loans from such organizations to finance

more infrastructure and necessary economic projects.
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Introduction

Relevance of the study: Central banks exert their
influence on the economy by changing the money
supply using appropriate instruments in a free
financial market. The combination of these tools
gives us the operational framework of the National
Bank.

Aim of the research: to study the instruments
(operational framework) of monetary policy
regulation of Georgia, Moldova and Montenegro, to
identify problems and to find ways to solve them.

Research Methods: Use of comparative analysis
method based on the database of the National Bank
of Georgia, Geostat and the International Monetary
Fund.

Topic structure and content:

Introduction

1. The impact of Georgia's monetary policy regime
and instruments on the country's macroeconomic
indicators, such as inflation and GDP growth rates.

2. Analysis of the macroeconomic parameters,
monetary policy regime and regulatory instruments
of Moldova and Montenegro.

3. Comparative analysis of the operational

framework of the monetary policy of Georgia,

DOI: https://doi.org/10.52244/ep.2022.23.16

Moldova and Montenegro and ways to solve the
identified problems.

Monetary policy only changes the future outlook
for inflation, and central banks respond to one-time
exogenous factors when those factors are so strong
that they reflect long-term inflation expectations.
Therefore, further tightening of monetary policy
(already tightened) will lead to a slowdown in GDP
growth and unemployment. According to current
forecasts, the inflation rate in 2022 will remain
high.

Given that the role of temporary and
exogenous factors in inflation remains to be
determined, while monetary policy is still in a
tightening phase, the National Bank has decided
to maintain the current level of interest rates.
However, in the face of strong supply shocks, the
threat of further growth in inflation is still relevant.
Against the background of these inflationary risks,
a tightening of monetary policy or an increase in
interest rates is probably still expected.

Impact of Georgia’s Monetary Policy Regime and
Instruments on GDP Growth Rates and Inflation

The National Bank of Georgia, which is the
country's central bank, is responsible for developing
and implementing monetary policy in Georgia. It

is an independent body from the government and
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conducts the process within the powers defined by
the Organic Law on the National Bank of Georgia
and the Resolution of the Parliament of Georgia
on the Main Directions of Monetary Policy.
Monetary and exchange rate issues are considered
by the Monetary Policy Committee of the National
Bank, which makes decisions on monetary policy
measures.

Over the past few decades, central banks have
developed a new technical management called
"inflation targeting" that will control the growth
of the price index. As part of this practice, central
banks check and detect full target inflation, and
then try to get closer to the planned with the help
of daily credit policy instruments. This monetary
policy regime is considered to be the most effective
compared to the existing regimes.

40 countries have chosen the inflation targeting
regime, including Georgia since 2009. The IMF is
considered to be the most flexible mode of inflation
targeting. However, a developed country like
Turkey does not agree with him. The inflation
targeting regime also has its challenges. Given that
controlling inflation is difficult because monetary
instruments need large time lags (4-6 quarters) to
influence inflation.

Because inflation decreases from high rates, the
probability of errors in forecasting inflation is quite
high. The National Bank finds it difficult to explain
to the public the reasons for the deviation, which
weakens its credibility. High dollarization may
complicate inflation targeting. The balance sheet
structure of companies, households and banks in
Georgia is dollarized.

Since floating nominal exchange ratesare required
to target inflation, exchange rate fluctuations are
inevitable, although a sharp depreciation increases

the debt service burden on dollar-denominated
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debt, leading to massive imbalances and increased
risks of financial crisis.

The world central banks set the inflation rate at
2% as the norm. In developing countries, the initial
target was an average of 6%, compared to 4.3% in the
current period. The inflation target of the National
Bank of Georgia is 3%. The target was initially 6%
in 2009, then decreased to 5% in 2015, to 4% in
2017 and is set at 3% from 2018. This fully complies
with internationally set limits. The position of the
National Bank is to maintain this figure.

There are 4 types of inflation targeting. These
are:

* Point target;

* Point target with tolerance limit;

- Target “range";

* Midpoint range target.

From here we have a point pattern, while it would
be better to use a point target like the 23 developing
countries with a tolerance limit of +/- 1. Georgia
is characterized by high inflationary fluctuations,
therefore it is difficult to approach the point limit,
and systematic failure weakens the credibility of
the National Bank.

The main goal of the National Bank of Georgia
is price stability, but it also takes care of the stable
functioning of the financial system, if possible in a
way that does not jeopardize the fulfillment of its
main task.

High rates of economic growth and financial
stability are equally important in Georgia. Thus, a
country's monetary policy should pursue broader
goals than price stability, including stimulating
economic activity.

We now consider the monetary instruments of
the National Bank of Georgia:

National Bank Monetary Policy Rate (refinancing
rate). It is the main instrument of monetary policy
and is a kind of benchmark for market rates.

The decision to change the monetary policy
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interest rate is made by the Monetary Policy
Committee of the National Bank of Georgia as
a result of monitoring the current and expected
economic processes and financial markets.

The forecasting level of inflation is taken into

account in the monetary policy-making process,
as the outcome of the policy will be reflected in
the economy after a certain period. Exceeding the
forecast level of inflation target, the National Bank
tightened monetary policy and raised interest rates

to limit future price increases.

Table 1
Monetary instruments of the National Bank of Georgia

Indicators %% 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
Central Bank policy rate 375 | 4 8 6.5 725 |7 9 8 10.5
Treasury Bills Rate 5.16 |6.17 |8.78 |839 |73 7.25 | 722 |855 | 8.88
Deposit rate 973 1843 1891 994 [9.65 |[883 |871 |10.22|10.31
Deposit rate in  foreign | o | 483 420 |338 |277 |256 |254 |226 |1.05
currency
Loan rate 1359 | 1191 | 12.49 | 12.62 | 11.49 | 11.12 | 10.85 | 11.8 | 12,51
Loan rate in foreign currency | 12.64 | 10.9 | 1045 [ 956 |[831 |8.29 |7.31 |6.83 | 6.66

Source: International Monetary Fund https:/data.imf.org/?sk=388DFA60-1D26-4ADE-B505-

A05A558D9A42

As a result, aggregate demand decreased, which
should have affected the rate of price growth. So
far we have a record high inflation rate. It is 13.9.
Despite rising interest rates and rising inflation, the
country is experiencing economic growth and it
stands at 10% as of 2021.

We will now review the current monetary policy
instruments and try to define their role at the macro
level. Refinancing loans. In order to improve the
effectiveness of monetary policy, the introduction
of the inflation targeting regime in 2010 activated
a monetary policy instrument such as refinancing
loans. (National Bank of Georgia).

The main thing in Georgia is to achieve high
economic growth, which seems to be necessarily
related to moderate inflation, but we have economic
growth in 2021 against the background of serious
inflation. Take for example Turkey where properly
high inflation was accompanied by stable and high

growth. However, we also see how the Turkish

government is trying to reduce inflation and is
systematically using all the resources at its disposal.

Part of the experts believe that 3% is a low rate
and a 5% template should be more acceptable.
However, this view is not shared by the National
Bank. At this stage, change in this regard is not
considered and on the contrary tend to tend towards
a more targeted rate reduction.

The goal of the National Bank is not a one-time
economic growth, their goal is price stability, which
should be a prerequisite for long-term economic
growth and minimization of production gaps. The
higher the inflation target, the greater the volatility
and the more difficult it will be to control inflation.
It is important to measure inflation correctly and to
effectively manage the expectations associated with
1t.
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Credit channel. The increase in monetary policy
interest rates by the National Bank affects the
country's economy through changes in the lending
process. The change in monetary policy in the
economy is reflected as follows: The increase in
the policy rate initially shifts to the money market
and reflects the impact of short-term interest rate
monetary policy on interest rates. It will also affect
long-term interest rates. Rising interest rates make
it harder to access credit and also reduce the number
of good credit projects. As a result, the volume
of loans issued by banks is reduced. Eventually,
aggregate demand and price levels decrease.

Exchange rate channel. An increase in interest
rates leads to an increase in demand for GEL money
market instruments and strengthens the national
currency. Strengthening the exchange rate reduces
the prices of imported goods and, conversely,
the depreciation of the exchange rate leads to an
increase in prices for imported goods in the local
market. It should be noted that the strengthening
and depreciation of the exchange rate are not
equally (symmetrically) reflected in the change in
the price level: the depreciation of the exchange rate
will increase prices more than the strengthening of
the exchange rate will reduce them. In addition,
strengthening the exchange rate increases the
demand for imports and consequently reduces the
demand in the local market. In case of exchange
rate depreciation, the demand from imports will
shift to the local market.

An increase in the interest rate increases the cost
of funds raised, which means that businesses and
consumers will invest less and consume less. The
cost of servicing existing loans is also increasing,
which further reduces consumption. Reducing
economic growth reduces inflationary pressures.

Also, high interest rates lead to a strengthening of
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the local currency, which reduces the inflationary
pressure on imported goods. Despite this regularity,
in 2021, the monetary interest rate increased and
reached 10%, growing the gross domestic product
and GDP (by 10%). Unfortunately, we are not able
to analyze GDP in terms of expenditures, because
the adjusted annual figures have not been published
yet, but with the results of 8 months, this increase
comes in terms of consumption and exports.
Interestingly, inflation has also increased to 13.9%.
It seems that raising the monetary interest rate will
not give us its effect in such a short time.
Observations of specific business sectors have
shown that changes in the refinancing rate have
a strong impact on sectors such as construction,
education, finance, trade, and agriculture. The
healthcare, tourism and mining industries are
the sectors on which a strong correlation of the
refinancing rate has not been identified. Thus, a
change in the rate of monetary policy is transmitted
to the economy through the exchange rate and the

channels of monetary aggregates.

Characterization of macroeconomic parameters,

monetary policy regime and instruments of
Montenegro and Moldova

Montenegro. An important milestone in Euro-
Balkan relations came in 2018, when the EU adopted
an updated strategy for relations with the Western
Balkans, which gave a whole new impetus to the
European aspirations of the Balkan countries. The
EU then said that by 2025, Serbia and Montenegro
were likely to be ready to join the EU. He is already
a candidate for EU membership. That's why we
chose this country for comparative analysis.

Historically, the Western Balkans is considered
an unstable region with numerous ethnic clashes.
An important challenge is the unresolved bilateral

disputes between the countries of the Western



930bm303mbo 3bmgagma, (ymdo 17, 1(23), 2022/Economic Profile, Volume 17, Issue 1(23), 2022

Balkans. Fluctuations are still observed in the
region.
The integration of the Western Balkans,

which began 20 years ago with the European
Union, is making significant economic progress.
Demonstrating the consistency of its policy on
the part of the EU is essential both to balance
Eurosceptic sentiments and in the context of
strengthening its influence at the international
level in order to minimize the expansion of the
influence of other geopolitical players in the region.
For example, China, Russia or even Turkey, whose

area of interest has historically always been the

territories of the former Ottoman Empire.

The Centr al Bank of Montenegro is already
operating in the Eurasian mode. The goals of
monetary policy set out in the Constitution are
aimed at maintaining the stability of the country.
The law also stipulates that the central bank's
goals are aimed at price stability. Such specific
objectives are explained by the lack of monetary
policy instruments. That is, with the low efficiency
of existing tools. Given that the Central Bank of
Montenegro is not an issuing bank, it does not have

a monetary policy interest rate.

Diagram 1

Monetary instruments of the National Bank of Montenegro

o B N W R U O N B W

2013 2014 2015 2016

Blue - Treasury liability rate; orange Deposit rate;

https://data.imf.org/?sk=388 DFA60-1D26-4ADE-B505-

Source:
AO05A558D9A42

I nternational Monetary Fund

Open mark et operations in this mode are
theoretic ally possible if they use the capital and
reserves at the disposal of the central bank. Given
their limitations, in practice it has not yet been
used as a tool. There are several lines of credit to
maintain the liquidity of banks. The only real
instrumen t of monetary policy is the required

reserve. Many experiments have taken place

2017 2018 2019 2020 2021

grey - Loan rate

in the past, which have manifested themselves
in stimul ating credit activity, reducing interest
rates, and trying to improve the structure of time
deposits. The practice in relation to the tasks set by
the Central Bank has shown the low effectiveness

of this instrument. Because of this, the Central
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Bank in Montenegro currently serves the function
of maintaining financial stability. The second is to

increase the resilience of the system to shocks, and

the third is to manage crises. All three dimensions

are equally important.

Table 2
Monetary instruments of the National Bank of Montenegro
Indicators %% 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
Treasury Bills Rate 135 [135 [196 [235 [053 [0.53 |09 0.9
Deposit rate 214 214 [1.07 [088 |0.61 |0.46 |09.43 | 0.37
Loan rate 941 [941 |797 |72 6.53 |[6.18 [591 [5.76

Source: International Monetary Fund

The CBCG has developed mechanisms to monitor
financial stability. The main challenges facing the
CBCG in implementing the operational framework
for maintaining financial stability include:

* Limited tools;

* Absence of reliable time series;

Little experience in implementing this
framework.
The main threat to financial stability is the
relatively high level of non-performing loans.

Maintaining confidence in the banking sector
is vital to maintaining the stability of the financial
sector. Fast payments to depositors and limiting the
negative economic effects of a bank bankruptcy
or liquidation on the rest of the banking sector
can boost public confidence. Quick settlement of
banking problems implies low costs and minimal
loss of value of assets and franchises. Allowing
troubled banks to continue operating will lead to
market disruption, increase moral hazard, and

troubled bank costs.
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In order to avoid or at least mitigate the crisis
in individual banks, the CBCG can help strengthen
the solvency and liquidity of these banks, and may
in some cases provide financial assistance to prevent
the deterioration of the banking sector.

The Financial Stability Board (FSC) has been
established in Montenegro. The Board is chaired
by the CBCG's Governing Body. The FSC reviews
potential risks and coordinates activities aimed at
maintaining financial stability. The FSC adopted the
National Emergency Action Plan and submitted it
to Parliament for approval. The adopted document
increases the rights of the institutions included in
the resolution of the financial crisis. Moreover, it
is allowed to use other additional tools besides the
ones established by the existing legislation.

As for inflation as the traditional goal of the
central bank, the central bank of Montenegro
has a clear position that existing monetary policy

instruments will not be able to influence inflation.
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Diagram 2

Montenegro Inflation and Economic Growth 2013-2021
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The euroization system is like a kind of self-
balancing mechanism in an open and liberal
economy. This means that if the inflation rate is
considered over a longer period of time, it actually
corresponds to the average inflation rate in the euro
area.

In some years, the deviations are noticeable in
both directions, but in the long run, the inflation
rate returns to the Eurozone average.

Moldova. Analysis and evaluation of the latest
macroeconomic information related to the external
and internal environment, especially the rapid
increase in inflation, led the Board of Governors of
the National Bank of Moldova to increase the key
monetary policy rate by 2.0 percentage points to
8.50 percent annually.

At present, the monetary interest rate is 6%. (See
Table 8) Also, interest rates on overnight loans and
deposits will increase by 2.0 percentage points - to
10.50 and 6.50 percent, respectively.

At the same time, the required reserve ratio
of funds attracted in Moldovan Lei and non-
convertible currencies will increase by 2.0
percentage points and is set at 28.0 percent of the
base, from 16 February to 15 March 2022. The
required reserve ratio of funds attracted in freely

convertible currencies remains unchanged.

Monetary policy configuration aims to mitigate

2021

2017 2018 2019 20

inflationary pressures to reduce the effects of
shocks on the economy, and to restore equilibrium
more quickly. Central banks use similar measures.
Against the backdrop of rising global inflation,
the inflation forecast will be revised again in the
coming quarters.

The recent acceleration of inflation indicates
the vulnerability of the internal inflation process
to external events and explains the recent rise in
inflation.

It is mainly caused by supply shocks due to
rising international and regional prices for food,
energy and other raw materials. At the same time,
aggregate demand is putting pressure on inflation
in the context of increasing disposable income and
consumer credit, which has led to rising prices for
the sub-components of core inflation and food.

In this context, new loans in national currency
in December 2021 kept the growth trend close to
the historical maximum, their volume increased by
46.7 percent on an annual basis. Thus, the increase
in the key interest rate together with the increase in
the required reserve ratio is aimed at reducing the
growth rate of consumer credit, which currently
has a strong pro-inflationary effect and increases the

current account deficit and exchange rate deficit.
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Diagram 3

Moldovan Monetary Policy Rate, Inflation and Economic Growth in Dynamics (2013-2021)
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Source: International Monetary Fund
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The National Bank of Moldova continues

to monitor developments in the domestic and
international environment and is ready to take the
necessary measures to achieve its fundamental goal,
which is to ensure price stability.

In line with inflation expectations, the Executive
Board of the National Bank of Moldova (NBM)
decided to increase the key interest rate used for
major short-term monetary policy operations by
1.0 percentage point to 6.50 percent. The decision
is aimed at creating the monetary conditions
necessary to reduce the growth rate of consumer
prices.

Moldova has a point inflation target with a
tolerance margin of +/- 1.5 percentage points. In
Moldova, when inflation is missed by a target, an
explanation is required in the form of a formal open
letter stating: The central bank's commitment to
the target, and it is important that this includes an

explanation of what caused the failure, what the
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https://data.imf.org/?sk=388DFA60-1D26-4ADE-B505-

National Bank forecasts and what specific measures
to take.

Comparative Analysis of the Operational
Framework of the Monetary Policy of Georgia,
Moldova and Montenegro and Ways to Solve the
Identified Problems

The monetary policy rate in Georgia reaches its
historical maximumandis 10.5%. In Moldova, cedars
have tripled from last year to 6.5%. Montenegro
does not have this figure. The historical monetary
policy rate for Moldova was even 19.5% in 2015. In
the following years it was reduced to an average of
6 percent. In order to implement the expansionary
economic policy in 2020, the monetary policy rate
was even reduced to 2%.

Nevertheless, the decline in economic growth
was -6.9%. The reason is exogenous factors, the
crisis caused by the pandemic and the sharp decline
in aggregate supply and demand. Instead, the
inflation rate was close to the moderate and target

rate. Economic recovery in 2021 has also revived
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Moldova, with economic growth at 6.8% despite
rising monetary policy interest rates.

As the economy grew, so did the inflation rate,
which stood at 13.9. We have a similar situation
in Georgia. We do not yet have the effect of
an increased monetary policy rate on inflation.
Inflation is expected to start approaching its target
of 3 percent in the medium term.

We do not have a monetary policy interest rate
in Montenegro. Inflation 2019-2020. The zero mark
was close. It now reaches its historical maximum,
4% due to exogenous factors. The economy is
recovering at a serious pace and stands at 10.8%

The inflation targeting regime is considered to be
the most effective regime chosen by 40 countries,
including all major developed economies and
developing countries. Countries with small open
economies such as Moldova and Georgia have
chosen inflation targeting. Montenegro, as we have
already mentioned, does not use the monetary
policy rate, it does not take risks.

The impact of monetary policy is not ubiquitous
today. There are a number of countries where, given
these challenges, monetary policy transmission
mechanisms do not work and inflation targeting
regimes are not used. The same thing is happening
in the country we are considering - Montenegro.
The fact that Montenegro is a candidate country for
EU membership is clearly not due to the strength of
its macroeconomic indicators. Geopolitical factors

play a crucial role here.

Conclusions

The challenges that characterize all three
countries in terms of inflation targeting regime
are: high inflation with corresponding high
fluctuations, fiscal deficit and fiscal dominance,
high level of dollarization, lack of floating exchange
rate (Georgia has a floating exchange rate) and a

policy of long-term lag Decisions have a full impact

on the economy. Added to this is the Covid-19
pandemic and the recent tensions between Russia
and Ukraine.

A study conducted in the present paper showed
that both direct and indirect (through inflation
control) impacts on the economy and financial
stability can be achieved through monetary policy
transmission channels and through National Bank
instruments.

Monetary policy targeting inflation is in line
with the goals of both business development and
financial stability. The National Bank of Georgia
uses a dot pattern. Georgia, like all developing
countries, is characterized by high inflationary
fluctuations, therefore it is difficult to approach the
inflation target point by point, even in the medium
term, and systematic deviation from the target,
for whatever reason, weakens the central bank's
credibility.

Frequent and significant interventions in the
presence of a floating exchange rate, lose the
advantage of a real monetary policy template.
Developing countries do not have the luxury of
ignoring the exchange rate when conducting
monetary policy in the context of inflation targeting.
Rare interventions in the foreign exchange market
are justified in the event of sharp short-term
fluctuations, especially in the presence of sufficient
foreign exchange reserves, but must clearly serve
the purposes of inflation.

It should be noted that the more developed
the country, the lower the target. However, this
argument alone is not enough to reduce the 3%
target. In our opinion, it would not be bad if the
National Bank uses the "tolerance threshold of +/- 1
percentage point". Setting the right expectations is

possible through active open communication.
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Summary

The article considers problematic issues of excise
policy related to the taxation of tobacco products.
Changes in the excise duty rates on tobacco in Georgia
over the last ten years are also discussed.

Tobacco products (cigarettes) are commodities that
are characterized by particularly inelastic demand
and price changes reduce the demand for it to a lesser
extent. If different taxes, iincluding the excise duty
rates on cigarettes have risen sharply above reasonable
levels, making them inaccessible to a statistically
significant number of consumers, a strong motivations
appears instantly, and illegal supply channels are quite
quickly setting up. Such a scheme of development of
the situation has taken place many times around the
world, even in much more economically developed
countries, where the share of tobacco spending in
citizens' budgets is much lower.

Comparing the codified versions of different
periods of the Tax Code and other normative acts, it
it has been established that from 2011 to 2021, excise
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rates on filtered cigarettes increased by an average
5.6 times, and on unfiltered cigarettes - 19 times. The
share of taxes (excise and VAT) already exceeds 75%
of the average retail selling prices for cigarettes.

The reason for the multiple increase in the tax
burden on tobacco products is usually the international
obligations of the country, both in terms of tobacco
taxation to the World Health Organization and in the
framework of the Association Agreement with the
European Union. Fiscal purposes were also important
in implementing the excise policy. The state needed
to find additional sources of revenue for financing
the increased public expenditure, and under Georgian
law, excise duty is the only common State tax that can
be increased without a referendum.

A sharp rise in excise rates has significantly
increased the tax burden on tobacco consumption.
This has led to a series of unforeseen consequences.
According to official statistics, both local production
and imports of tobacco products have significantly
decreased. As a result, the demand for excise stamps
has sharply decreased. Therefore, the fiscal effect of
the multiple increase in excise duty rates on tobacco
has been largely offset.

However, the reduction in the intensity of tobacco
use is not confirmed by any reliable research or
reasonable estimates. This indicates that we are
dealing with a significant increase in excise duty-free
cigarette smuggling and illicit trafficking. This fact is
confirmed by statistics - there is a sharp increase in
both administrative and criminal offenses in this field.

This situation and the discussion of the relevant
threats is the subject of this article. We think that
excise policy, especially with regard to tobacco
products, is one of the most important issues in recent

years, which needs to be addressed.
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Summary

A global threat to food supplies has emerged in
the wake of the Russia-Ukraine war. A number
of developing countries are already pointing to
shortages of basic consumer goods such as wheat,
corn, buckwheat, sunflower. Food supply risks
are significantly linked to and exacerbate global
inflation, which began in the second half of 2021
amid a pandemic and is already approaching double-
digit levels even in developed economies. Annual
growth in consumer price indices last month was
8% in the US, the Eurozone, the UK and other
developed economies, and as output price indices
range in the 10-20% range, inflation is not expected

to slow in the near future.
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This phenomenon is known as supply-side
inflation and poses an additional challenge not only
to economic policy makers, but also primarily to
producers and consumers. The developments due
to the Russia-Ukraine war and the sanctioning of
Russia have significantly increased the demand for
the Georgian corridor, which is both an opportunity
and a challenge.

Amid rising inflation risks, monetary policy is in
a tightened phase as a result of the gradual increase
in the monetary policy rate over the past year. The
National Bank of Georgia is expected to tighten
monetary policy until the risks to rising inflation
expectations are sufficiently mitigated.

The double-digit economic growth achieved by
Georgia recently is significant. In the first quarter
of this year, Georgia's economic growth amounted
to 14.4%. Our country has dealt with the challenges
with dignity, has maintained the stability and
development of the economy in the light of current
events in the world. It is noteworthy that according
to the International Monetary Fund, the Ukrainian
economy is expected to shrink by 44% and the
Russian economy by 13%. In our neighboring
countries, the economic growth rate is a single digit.

The data against the background of those
hostilities unequivocally confirm, on the one
hand, the resilience of the Georgian economy to
the increased negative exogenous political and
economic factors, on the other hand, the growing
diversification of the national economy and the
more active involvement of Georgian business in
the global economy.

Russia's aggression against Ukraine and the
start of hostilities in the region have a significant
impact on the Georgian economy. Increased
inflation and inflationary risks remain a recent
global challenge. While 2022 was considered a
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period of global inflation, Russia's war against
Ukraine posed new risks, in particular sanctions
against Russia over hostilities and restrictions on
supplies, which significantly increased the prices
of certain categories of goods on world markets.
Consequently, in both developed and emerging
economies, inflation has risen significantly.

After the battles that have developed in
neighboring countries, there is a possibility of
attracting 16-20 million tons of cargo, and if Georgia
is able to absorb at least 60%, the country will
transit 10-12 million tons of cargo. An example of
this is Kazakhstan, which has developed alternative
routes according to which it is possible to load
the Baku-Thbilisi-Ceyhan pipeline with maximum
capacity.

In order to further popularize Georgia's transport
corridor, it is necessary to have a more coordinated
work of the public as well as the private sector.
The situation in the region allows us to predict a
significantincrease in cargo turnover. Therefore, the
Ministry of Economy and Sustainable Development
together with the Maritime Transport Agency, the
Department of Roads, JSC "Georgian Railway" need
to take care of further popularization of the Georgian
corridor and development of infrastructure to
ensure timely and safe transportation of cargo;

Inflation is rising around the world, even before
the Russia-Ukraine war. Supply - mismatch of
demand, rising prices of goods (fuel and food)
stimulate growth in inflation since the beginning
of 2021. That is why the Central Bank of Georgia
should be more vigilant now, because long-
standing high inflation can have quite high costs
and therefore the monetary authority may have to
react more strongly;

It is necessary for the country to accelerate
its integration with the European Union and

take effective steps to improve the investment
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environment in response to socio-economic
challenges.

It is important to establish strict monitoring
of the free movement of capital in relation to the
aggressor country and appropriate restrictions in
response to existing threats.

The National Bank of Georgiashould continuously
monitor the current economic processes and
financial markets and use all the tools at its disposal
to ensure price stability;

Despite the Russia-Ukraine war, Georgia's
financial sector must remain resilient and respond

adequately to this challenge.
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Summary

Although the term management accounting
has been used around the world since the second
half of the 20th century, and in Georgia, the
scientists have been arguing about the essence
of this phenomenon since about the 80s. Is it an
independent science? Is it part of science that
does not have an independent subject? This is
pseudoscience, e.g., such a phenomenon does not
exist at all and so on. The dispute is largely due
to the reality of accounting science and practice
in the specific countries. It would be a mistake to
think of the management accounting as a novelty
for the domestic economy. In the 1920s and early
1930s, the functions of accounting services were
much broader than in the later years of Soviet
rule. The accountant of that time was engaged
both as in accounting and as in planning and

analytical work. Along with development of the
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socialist economic system in the country and the
strengthening of central planning, there was the
gradual separation from the Accounting Service of
the Planning and Financial Departments, with the
transfer of part of the accounting authority to them.
As a result, the activities of the accountant were
actually reduced to the accounting of the facts of
the economic life of the enterprise. As a result, the
activities of the accountant were actually reduced
to the accounting of the facts of the economic life
of the enterprise. Historically, the development
of management accounting in theory and practice
has been accompanied by controversy. One of the
issues to be discussed is the concept of management
accounting:

% Or it is a field of economic work in the
enterprise, which includes methods of reporting
operations, analysis, planning, staff motivation, etc.;

% Or this activity may be limited to the
functions of collecting and summarizing financial
and non-financial information required by
management; e.g., independent from economic
analysis, planning, management, sociology,
psychology, and etc.

Examining the various sources of educational,
methodological and scientific literature, you can
find many definitions of management accounting,
which indicates the lack of a unified methodological
approach to the essence of management accounting.
This is due to the uniqueness of the organizational
basis for establishment of the management
accounting system in each economic entity, which
is largely determined by the characteristics of
its activities and the requirements imposed on
management by management information. With
the development of technology and organization
of production, with diversification of the products,
improvement

of organizational management

82

structures, increased competition, the need for
constantreduction of costs perunitof production, the
organization’s management requires the new types
of information generated through the management
accounting subsystem. There have been used the
several methods of obtaining the relevant literature,
in particular the literature review is concept-
oriented, or paradigm-oriented and not author-
oriented: using a review of structured literature as a
research method, this article addresses the following
three research questions: How is the research on
management accounting developing? What are
the differences between modern accounting and
accounting? What is the future of governance
accounting, both in practice and in science? We
identified the type of research and conducted the
comprehensive literature search. The aim of the
article is to explore and determine the evolution
of the essence of management accounting, the key
aspects of development. In the article is discussed
the evolution of the development of management
accounting, the distinguishing features between
the accounting and management accounting,
and understanding of the essence of management
accounting is evaluated. Based on the bibliographic
research and analysis of empirical materials, based
on the opinions of experts, elaborated theoretical
and materials, it was revealed that managerial
accounting has its purpose, subject, objects,
tasks and principles, which distinguishes it from
accounting. In recent years, the term “management
accounting” has become very popular, although
there is still an ambiguous attitude in understanding
its essence. The management accounting differs
from the accounting primarily in that its data
is intended not for external users (states, banks,

The

ultimate goal of management accounting is to help

business partners) but for internal “use”.

the manager make the right decisions. Therefore, if

a simple (financial) accountant must strictly follow



930bm303mbo 3bmgagma, (ymdo 17, 1(23), 2022/Economic Profile, Volume 17, Issue 1(23), 2022

the reporting forms and instructions, then the
management accounting specialist is free to choose
the forms, methods and techniques of analysis, the
main thing for him is to properly understand the
essence of economic processes in the enterprise
and give timely advice to the leader. Management
accounting is nothing more than the management
information support system. During the decades of
its existence, the innate techniques and methods
of management accounting have been developed
and continue to develop, therefore, it has its own
methodology. It can be described as the combination
of two main subject areas: as a science; as a practical

field of activity.
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Abstract. The article is devoted to research and
definition of the principles of omnichannel marketing
technology and its rationale as an effective way to
interact with the consumer and increase the efficiency
of the enterprise. Whereas, in the conditions of growth
of digital economy and production of information
technologies, new approaches to marketing activity
are formed. With the development of digital marketing,
there is a need for mew strategic approaches and
technologies that can retain existing customers and
attract new ones, build long-term relationships, and
increase their LTV, especially when the consumer
Jjourney is not direct.

The main goal of omnichannel marketing approach
is to create a simple and comfortable customer
experience that allows the consumer, regardless
of location and information device, to contact the
company (brand). The implementation of omnichannel

approach in marketing will have a positive effect on
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sales, customer confidence, and therefore the desire
to return to make repeat purchases. The company can
more effectively determine the range of products or
services, price management and customer LTV. This
will attract new customers, expand market share,
help analyze customer behavior and personalize
the sales funnel. Ultimately, all these things give an
opportunity to improve the efficiency of sales and
business in general.

The results can be used in determining the
marketing strategy of the enterprise, which will
improve interaction with consumers and increase the

financial efficiency of the enterprise.

Introduction. In conditions of rise of digital
economy and production of information technology,
marketing activities in the enterprise should be based
on strategies that link the goals of the enterprise and
the interests of consumers. With the development of
digital marketing, there is a need for new strategic
approaches and technologies that can retain existing
customers and attract new ones, build long-term
relationships and increase their life cycle, especially
when the consumer's path is not direct. The
development of modern information technologies
allows to create a common digital environment for
work and interaction with consumers at all stages

of the life cycle, which has become the basis for the
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formation of omnichannel marketing. The aim of the
work is to determine the principles of omnichannel
marketing technology and justify its use as an effective
way to interact with the consumer and increase the

efficiency of the enterprise

Main Part. Under the rapid development of
information technologies and digitization of a
significant number of processes, consumer behavior
is changing. The number of consumers buying offline
and online simultaneously is growing every day.
According to IBM, the e-commerce market grew by
30% in 2021, while regular sales increased by 1%.
At the same time, according to the CBR (Customer
and Business Research), 78% of consumers use the
Internet (CBR research). It is more and more difficult
for buyers to choose the necessary product, and it
is more and more difficult for manufacturers and
enterprises to stand out in a competitive environment
Most

companies are forced to transform and implement new

and increase sales efficiency indicators.
approaches, modern and effective marketing tools,
digital technologies. Omnichannel marketing is one
of the modern business technologies, which focuses
on consistent, personalized customer experience at
different points of contact. Earlier, before the advent
of omnichannel marketing, multichannel marketing
was the most prevalent in the scientific researches
on how to interact with the consumer. Multichannel
marketing is the ability to interact with potential
customers on different information platforms. Thus, it
is the marketing of different channels, which simplifies
the choice of the most convenient method of purchase
for customers (Kotler, 2018). But this approach has
certain shortcomings, among which Kotler identified

the following ones (Kotler, 2016):

- high probability of competition between
marketing channels;

- lack of clear division of rights, responsibilities,
roles between channel participants;

- lack of consideration of consumer’s preferences
about the channel for forming a portfolio of interaction
channels.

These shortcomings can be eliminated while using
omnichannel marketing to build interaction with
consumers. Omnichannel marketing is a type of
marketing that involves the continuous use of several
communication channels to interact with the consumer
(Omni channel marketing). That is, it is a digital
marketing strategy that uses many different channels
to reach customers with a sequential message through
multiple touchpoints that create a single digital
environment for work. Experience with omnichannel
suggests that a multichannel customer sees similar
marketing communications on multiple platforms
that he visits frequently, and each message brings him
closer to the purchase. The consumer, choosing the
way to interact with the company himself, receives
the

product, access to the range and terms of delivery in

personalized, complete information about
any marketing channel, as well as the opportunity to
start shopping in one channel and finish in another as
they are integrated.

There is a clear difference between multichannel
and omnichannel marketing. Multichannel marketing
describes the strategy of using several different
channels for marketing, while omnichannel
marketing involves combining these channels into a
single process (www.masterclass.com). Comparative
analysis of multichannel and omnichannel marketing

1s shown in table 1.
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Table 1. Classification of multichannel and omnichannel strategies

Classification Multichannel strategy Omnichannel strategy
features
To simplify customer experience
To increase the number of as much as possible, which means
Aim unrelated points of contact with integrating all channels into a
different consumers single digital environment for

receiving and retaining data
The consumer and his customer

Main focus Marketing interaction channel oUrney
Multiple channels, yet online A single control center with a set
Number of channels | and offline are not integrated of channels integrated with each
with each other other (offline and online)
The availability of
a unified control No need Necessary

center
The principle of
interaction with the General Personalized

consumer
Modernization of

business processes

No need Necessary

Source: formed by the author on the basis of researches.

Based on the comparative analysis, it is possible to form a conceptual model of the interaction of omnichannel

marketing with the consumer (Fig. 1)

Figure 1. Interaction of omnichannel marketing with the consumer

Offline
communication

Modernization ]
Omnline

communication

of business
processes

The
availability of
a unified
control center

Source: formed by the author on the basis of researches.
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The effectiveness of omnichannel marketing
largely depends on the integrated channels of
interaction between consumer and enterprise. To
clearly understand the points of contact, analyze them
and form omnichannel tools, CJP (Customer Journey

Map) has to be formed — the client's path from needing

the good / service to the time of purchase / receiving
services, i.e. description of his path and interaction
with enterprise resources (esputnik.com). Having
a clear understanding of consumer behavior, it is
possible to interact effectively with him. Algorithm

for constructing CJP is presented in Figure 2.

Figure 2. Algorithm of CJP (Customer Journey Map) construction

CJP
(Customer Journey
Map)

to assess the status of
each point of
interaction

to analyze the
effectiveness

to identify all
interaction points of
the consumer with the
enterprise (brand)

to optimize critical
spots and create an
improvement plan

to identify key points
of interaction and
prioritize them

to implement the plan

Source: formed by the author on the basis of researches.

It is necessary to begin construction of CJP with
determination of consumers’ interaction points
with the enterprise (brand) which can occur while
contacting with it. The next step is to determine
extreme points (beginning and the end of the
interaction process). If the company has several
segments of client base among its customers, then CJP
is supposed to be formed according to each segment
of certain customers. The next step is to identify and
prioritize key points of interaction. Each channel
or point of interaction should be assessed in detalil,
based on the studied information about the target

audience, the scenario of interaction, the criteria

of interaction success. Next, to list all the possible
barriers that consumers may encounter at a particular
point of interaction. The next step is the need to
optimize critical areas and identify ways to reduce
and eliminate barriers. The best solution can be found
only by testing and tracking the result. If the new
version works better than the previous one, you can
move on to further optimization. The next step is to
identify those responsible for optimization and create
the necessary resources for this. Those responsible

for further optimization processes begin to implement
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the optimization and improvement plan. For the
effectiveness of work, the efficiency of processes
should be analyzed in detail. Among the indicators
that need to be determined after the completion
of the process is the conversion, ROI (allows
you to estimate the real benefits of optimization).
Additionally, there are Retention Rate and Repeat
Purchasing Rate, which will also show in more detail
the efficiency of optimizing interaction points in CJP.
There are software solutions for creating CJP that will
help structure large amounts of data. Among such
software products are Miro, UX Pressia. Touchpoint
Dashboard, Smaply and others.

Thus, the implementation of the omnichannel
approach requires the synchronization of marketing
and information technology. Omnichannel marketing
depends heavily on consumer data to track customer
experience across different channels. The feature of
omnichannel marketing is that from each point of
interaction with the company (brand) you can get
information about the customer, track his path and
have a general picture of moving through the stages
of making a purchase decision (Forrester Research
Inc.). The implementation of such strategy requires a
large number of all types of resources associated with
the need to process a huge amount of consumer data
coming from all channels of the enterprise: website,
mobile applications, physical stores, social networks,
contact center. Combining data from different sources
and providing it to users in a unified form provides
a significant advantage to any business. This is
impossible without an integrating platform (eSputnik,
Terrasoft, Mindbox, Synerise, Sendpulse, Sendsay
and others). This process is carried out by integrating
and using interaction interfaces (APIs) between
different platforms that automate different processes.

Thus, in order to start creating an omnichannel

marketing strategy you need:
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1. To examine the target audience of
potential consumers and how they can be reached.
With a clear idea of how customers interact with the
enterprise (brand), integrated communications that

work together to encourage customers to convert can

be formed.
2. To segment your consumers. The
segmentation process involves structuring and

grouping customers based on different demographics,
such as gender, geography, age, income. By dividing
consumers into units according to their key differences,
the customer experience can be set up.

3. To choose communication channels. That
is, to choose which channels to use, first determining
where consumers want to receive information (online
resources, social networks, e-mail, etc.). The main thing
is to ensure coherence of marketing for all channels.

4. To track the Customer Journey Map.
Identify different points of interaction through which
consumers will pass from the first contact to the final
purchase. You need to find out where customers come
from and how they interact with marketing, then you
can tailor advertising to their specific interactions and
focus marketing on the right channels.

Omnichannel marketing allows you to increase the
base of active consumers and reduce their outflow,
create a positive customer experience, ensure the
growth of Brand Awareness, thereby increasing the
financial efficiency of the enterprise. Among the
indicators of economic efficiency, the following ones
should be indicated:

— high conversion rate at each stage of interaction;

— high return of investment (ROI) at each stage of
the interaction, as the points of interaction are more
personalized;

— loud and adaptive strategy that allows you to
optimize processes quickly;

— high LTV (Lifetime Value — the life cycle of the
client — the total profit received from one client for

all time);
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— high level of customer satisfaction and decrease
of CAC (Cost of Customer Acquisition);

— management and coordination of the use of
integrated marketing channels through a single center;

— business development and scaling.

identified the

principles of omnichannel marketing technology,

Conclusions. Having basic
we came to understand the need for the transition
of enterprises from the traditional, multichannel
approach to omnichannel one. The main goal of
omnichannel marketing approach is to create a
simple and comfortable customer experience that
allows the consumer, regardless of location and
information device, to contact the company (brand).
The

in marketing will have a positive effect on sales,

implementation of omnichannel approach
customer confidence, and therefore the desire to
return to make repeat purchases. The company has the
opportunity to design a range of products and services
more efficiently, manage prices and the customer's
life cycle. It allows to get new customers, expand part
of the market, help analyze customers and personalize
sales funnel. Ultimately, all these things give an
opportunity to improve the efficiency of sales and
business in general. Consequently, in order to create
an effective omnichannel experience, it is necessary
to have a precise marketing strategy, which is based
on the consumer data, detailed segmentation and a
coherent plan for personalized interaction with the

customer.
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Summary

Due to the current geopolitical and economic
threats (meaning the Russia-Ukraine war), the
analysis of the issue of food supply to the population
of Georgia is quite actual. The most important thing
is to fully utilize the production potential of the
existing agri-food products, use them efficiently and
calculate the country's supply channels correctly. It
is noteworthy that the diversification of pre-existing
import and export markets is necessary and feasible,
and also, anti-crisis management issues are definitely
applicable when addressing the country's food supply
issues.

Defined and known to our country by the Statistics
Service of Georgia, the main food products of strategic
importance, which are necessary for the human body,
are: wheat, corn, potatoes, vegetables, meat, milk and
dairy products, eggs. Analysis of data on these high

nutritional value products reveals that the state has a

96

lot to do to meet the needs of the population in the
face of existing challenges.

the Food
Organization of the United Nations (FAO), food

According to and Agriculture
security can be measured by self-supply index,
which can measure the extent to which a country
can meet its local requirements for a given product.

The share of food in the consumer basket of
Georgia is the highest 30.23%, that is why it is
interesting how much the country can provide
the population with food products with basic
nutritional value.

According to the data of 2020-2021, for example,
the wheat self-supply ratio of our country did not
exceed 15%. Russia is the main importer of wheat
in Georgia.

Negative impacts as a result of the Russia-Ukraine
war, the created deficit, the sanctions imposed on
Russia can create problems for the cargo imported
from Russia, taking into account all mentioned
facts, the need to find new trading partners is on
the agenda, from which the possible shortfall will
be filled.

According to 2021 data, 94% of wheat and 79%
of corn were imported from Russia. The same is
true for vegetables, whose self-supply rate is 63%.
It seems that we can meet the needs of the country
with vegetables, but we have to fill 1/3 with
imported products.

Georgia mainly imports dairy products (milk
powder), according to 2021 data, 37% of the total
products were imported from Ukraine and Belarus.
Ukraine is the third largest importer of eggs and
poultry and the second largest importer of meat.

When a country is at war, it is natural that the
supply chain of products will not be reliable, it is
also possible that prices will increase, that is why
we need to look for alternative ways of supplying
products and alternative suppliers.

The impact of hostilities will also be visible on
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the export of products from our country. Grape
products, including wine, have a high rate of local
exports. About 60% of these products are exported
to Russia, up to 10% to Ukraine and up to 8% to
China, while vegetables are also exported to Russia
(64%).

When such a level of crisis is created in the
country, it is necessary for the government to
intervene, develop anti-crisis measures and solve
the problems in a timely manner.

The state should act in 3 main directions: 1. To
promote the development of small and medium-
sized businesses, to improve the environment, to
promote their cooperation, etc., all of which are
necessary to reduce the negative consequences of
the crisis; 2. Attracting investment to the country,
which softens the background of the crisis and
allows the country to breathe; 3. Maximum export
promotion, the government should be the link
between the business and the outside world, which
should create all the conditions for the growth of
€Xports.

Business has no less role in crisis situations, its
main obligation is to bring the country out of crisis.
The main tasks of the business are: 1. To become
more efficient, to refine the business strategy, the
management system and to bring it in line with the
decisions. The most important thing for a business
is the proper work of each of its links and the
perception of what benefits it creates for the society.
2. Improving the quality of the produced product
and service, taking into account the needs of the
priority customer. In times of crisis, all companies
must take care to improve quality, otherwise
businesses will not be able to increase exports. 3. To
expand foreign contacts, there should be used both
private and public opportunities.

Taking into consideration all mentioned above,
we can conclude that: 1. First of all, it is necessary

to use the resources available in the country to

improve the country's food supply ratio. 2. Prioritize
projects to improve the country's food supply
ratio when implementing state business support
programs. 3. Search and timely detection of ways to
diversify both import and export markets. 4. In the
process of managing the state and companies, take
into account the issues of anti-crisis management

and risk management when making decisions.
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Summary

The pandemic has significantly adjusted global
processes. The world will never be the same
as it was before the pandemic. The COVID-19
challenge was met differently by countries as
well as individual industries. The pandemic has
emerged as a catalyst for some of the accumulated

problems and shortcomings. Naturally, the changes
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also affected the educational field, which is one of
the most sensitive sectors to economic and social
change.

Since the outbreak of the pandemic, many
international organizations have conducted large-
scale surveys to address issues related to educational
management and learning. They interviewed heads
of educational institutions, lecturers, students,
parents, and other stakeholders. The purpose of the
research was to assess the scale of change and to
assist higher education institution in developing
future strategies in the areas of management,
internationalization, management of the learning
process, and other key areas.

Due to the situation around the world, the
educational institutions of our country have been
forced to move to the new levels of education. To
create a legal basis for a new form of education
in Georgia, the Law on Higher Education was
amended, and the terms "remote" and "e-learning"
were added. According to the explanations,
teaching in both formats is necessary: the distance
between the student and the academic staff; As well
as implementation of the learning process based on
ICT.

The new challenge posed many problems for
educational institutions, especially for universities,
including: to makesignificant changes to create a safe
environment for health; To replace the traditional
learning process with the online teaching method;
To maintaining the appropriate quality standards
and develop different approaches to achieve the
outcomes set out in the educational programs; There
was a need for training and technical support for
students, academic and visiting staff for professional
development in digital technology; To solve
problems with appropriate technical equipment
and limited internet; Universities had purchased
appropriate software (Microsoft teams, zoom, etc.)

for successful teaching process; It became necessary

to digitize the relevant literature and materials of
the learning courses, to create or improve text-
books, audio or video recording.

Solving these problems required promptness
from the universities in the management process.
Higher education institutions in Georgia, including
Akaki

quickly, implemented measures aimed at reducing

Tsereteli State University, responded
the spread of infection and creating the safe
environment for learning, which meant a transition
to a remote learning. To study students’ satisfaction
with e-learning process we made a survey for the
students of Akaki Tsereteli State University. 1505
students were participated in the survey, from
different faculties. Online questionnaire was used
as a research tool.

As the research showed, most of the students
were involved in the online learning process from
the very first days. 95% of the participants were
involved in remote learning no later than one
month. It is noteworthy that most of the students
before the pandemic had no experience of online
learning and were not familiar with the relevant
educational portals.

A particular problem for most students was
the unstable access to the Internet and the lack
of appropriate equipment, also psychological
unpreparedness, unusual forms of communication,
and lack of computer skills were named. Despite all
this, most of the students also saw positive features
in remote learning: to attend lectures without
missing a job, active and effective attendance at
lectures, avoid interrupting the learning process, to
re-watch the recording of the lecture etc.

Most of the students believe that the university
has effectively dealt with the existing challenges.
In total, transition to e-learning process, university

got 4.15 points (out of 5 points). One of the
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interesting trends can be that most of the students
find it useful to use e-learning elements in the post-
pandemic period too and believe that it was very
useful experience, which facilitated the acquisition
of additional new skills.

The research revealed both positive and negative
aspects during the remote learning period. The
advantages of remote learning can be considered:
savings on apartment rent and transportation;
more free time for new interests; focus more on
independent learning; acquisition/mastering of new
experiences and skills; ability to attend a lecture from
any location. The disadvantages of remote learning
can be considered: the difficulty of observing
students’ involvement in the lecture process; the
duration of the lecture planning process and the
digitization of the required resources; the lecture
is as interesting as the lecturer is prepared and
motivated; probability of occurrence of technical
problems; riding on gadgets and computer devices,
disturbing the balance of learning and personal life;
possession of foreign language and computer skills.

The fact is that the "accelerated" transition
to the remote learning has brought educational
institutions to a fundamentally new reality, and the
gained experience requires significant analysis. As
it seems, soon we will have to "digitize" most of the
processes - from administration and management
to teaching. Maintaining elements of remote and
hybrid learning in the learning process will enable
students to be actively involved in the learning
process without missing a job, teachers can manage
time more efficiently, and universities to save
material and human resources. At the same time, the
process of internationalization has been simplified.
Without physical mobility, it is possible to take

distance learning courses or programs at leading

108

foreign universities, sharing experiences with less
financial costs. Another important achievement is
the increasing access to education, which is a stated

priority in the modern world.
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Summary

One of the central problems of an independent state
is the provision of its food security, that is, its ability
to provide citizens with basic food products, through
proper production practices and import operations. It
may safely be said that for every country, more so in
the relatively newly independent States, it is an even
existential challenge.

Despite a full understanding of the problem, its
definitive and comprehensive solution is complicated
by a trivial problem - limited resources, which is
why the extent to which subsidy is provided by the
developed countries (per unit of output, per employee
or agricultural land), is far beyond the capacity of the
developing countries and countries with economies in
transition (that would also include Georgia). In such
countries, a stereotype picture emerges: food demand
remains inelastic, but low purchasing power among a
large segment of the population, the weak economy
and the limited capacities of providing subsidies
artificially lower demand for food. In post-socialist
countries with the economies in transition the situation
is aggravated by the violation of the social (in fact,
political) subsidy system, which has substantially
changed the proportions between the volumes of
consumed food products. In Georgia, almost 2/3 of
the total calories consumed by the population come
from food products of plant origin, which is 1.5 times
higher than the recommended proportions. The main
reason is that the cost of every 1000 kcal from products
of plant origin consumed by the population is about
3-4 times cheaper than the cost of the same number of
calories from products of animal origin. As a result,
the cost of the food basket is formally reduced, a
formal basis is created for reducing the subsistence
minimum, but at the same time, the proportions are
broken between the volumes of the consumption of

proteins, fats, carbohydrates by members of society.
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The common pattern is to remain in force: the high
correlation of food security with the level of economic
development of the State, or with the macroeconomic
situation. In this regard, despite the fact that the
dynamics of output and value added created in the
agricultural sector in recent years is no longer inferior
to the dynamics of national product, but already
is slightly higher (in 2020, compared to 2012, the
scale of output in the agricultural sector increased by
24.6%, while in other sectors of the national economy
(23.3%), the situation in this sector of the economy,
especially in terms of food security, is still clearly
unsatisfactory. In order to meet citizens food needs,
it becomes necessary to import vast quantities of food
products, whose average annual volume exceeded
$1.2 billion in 2011-2020.

Along with the objective circumstances impeding
food security (primarily weakness of the economy),
the process is also negatively affected by factors such
as the insufficient political will of the ruling powers
and the lack of competences of decision makers, and
consequently, low levels of their productivity.

Georgia, just like other civilized nations, needs
to give priority attention to the agricultural sector.
Priorities in this area can be in two directions: first, the
preservation of the village as a territorial and social
unit (this task also includes the protection of cultural
and wild landscapes); second, the establishment of an
agricultural sectoral structure to ensure food security.

Food security is a State priority. The only entity
that can solve this problem is the State itself.
Achieving success on this issue in many ways
depends on the effectiveness of public administration

of the State as an economic entity, that is integrated

with the improvement of agricultural production, its
transformation into a high-tech sector and large-scale
socio-economic, cultural and technical development
of the rural population.

We still import more than 70% of the food we need.
If we want to improve the trade balance by 2027, we
must significantly increase agricultural production
in order to reduce foreign exchange spent on food

imports.
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Summary
War is a socio-political and ecological event,
whichisan extreme form of resolving socio-political,
economic, ecological, religious, ideological, as well
as national, territorial and other conflicts between
states, people, nations, classes and social groups

through military violence.
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The causes of war are as diverse as socio-
political, socio-economic, and environmental
problems that are perpetuated through violence,
such as military-mediated violence. The result
is a change in any sphere of public life - social,
political, economic, ecological, spiritual, both
quantitatively and qualitatively. Countries are
moving to a fully military state. Modern warfare
ensures the achievement of a set of goals not only
through military armed violence but also through
other means of war, such as scientific-technical,
economic-ecological, diplomatic, ideological and
then the nature and directions of the new world
order.

According to the modern view, war is a historical
product of the emergence and development of the
opposing forces in society. Throughout the history
of mankind, war has been a constant companion
of human life. There have been fair and unfair
wars. Fair wars have often been a stimulus to
social change, a new shift in social relations, and
a shift in the direction of a historical progress in
general. But in the age of modern nuclear war,
when nuclear weapons of mass destruction were
developed in the arsenal of means of warfare, war
has become incompatible with the objective law
of community development, with the goals of
sustainable development of society, because the
war itself and the process of preparation for war
have a devastating impact on the sustainability of
the environment.

Because war causes mass migration of people,
unemployment, poverty, socio-economic poverty,
environmental degradation. People displaced by the
war use unconventional food to save their livesin the
form of pets, that destroys the natural environment
- flora and fauna. Greenhouse gases emitted as a
result of explosions are causing climate change,
endangering many species, examples of which

abound in war history, bringing the sustainability
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curve closer to the bottom. The soldiers and the
population have to buy large reserves of water
and food before the war, they are forced to change
their mindset to adapt to new circumstances,
focusing not on long-term sustainability but on
short-term decisions, all of that causing depression,
hopelessness. At this time, a great importance is
given to the aspiration of mankind for peace or the
salvation of the world; the more perfect the society,
the more determined the goal is to move towards
sustainability or preservation of the environment
and life, which acts as a positive catalyst in their
lives. Even an evil person by nature becomes a
good rational being as a result of the influence of
goodness, although the goodness manifested in
actions against war, striving for peace, without this
goodness cannot be transformed into harmony, but
the main thing is striving for goodness both in the
environment and in saving lives.

Will there always be a dilemma in the
development of humanity, mutual harmony,
sustainability or confrontation? I am confident that
humanity will show common sense and choose the
path to perfection, good action that is sustainable

development.
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Summary

Thementality ofthe Georgiannationishistorically
democratic. Historically, Georgia was a perfectly
feudal country. One quarter of Georgian territory
- the mountains — lived millennia of a history
under conditions of the so-called “community

democracy” (non-dominant territorial community,
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community land ownership). Georgia, thanks
to its strong Christian culture, its feudal history
(and in the mountains, the so-called "community
democracy"), is a typologically western country,
which throughout its history has been striving for a
connection with the West.

The current situation in Georgia is particularly
acute. The nutrition of the population of Georgia
today is essentially dependent on imports, which,
due to the difficult geostrategic and geopolitical
situation, can be stopped at any moment. The use
of agricultural land owned by a foreign citizen to
prevent this danger requires the use of legal tools,
which the Georgian state does not currently have.
In Georgia, the form of long-term transferrable
lease should be used mostly for foreigners.

Land use is unregulated and unaccounted for!
It is heartbreaking that in the ancient country of
Georgian culture, today there is such a negligent
attitude towards the land, which probably has no
analogues in the modern world!

The process of land transfer by the state is
unsystematic and does not bring economic
efficiency, social expediency or any other essential
public benefit. The State has lost its main function
- control over the land use. The rural community
must surely regain its unconditional and inalienable
right to its own estate; This means, first of all, that
the common community land - pasturest, meadows,
water landscapes, forestry fund lands (and more!)
must be legally returned to the community for
permanent and gratuitous ownership and use; this
land should not be state-owned, but municipal
property, and the community, which is its only
legitimate owner and user, and it should be made
impossible the ownership of this land, that is,
fair and efficient management of rural heritage
- its management, rational use, organization of
other economic activities in the rural area using

agricultural production or land as the main means

of production without their consent.

To solve the land issue, we deem it necessary:

1. To define the main goals of land reform;

2. To create a legislative and normative
framework for fundamental agrarian reform; it is
necessary to prepare and adopt a land code as soon
as possible;

3. To regulate land privatization - preparation
of normative bases, by which the real content will
be acquired by the principle of Article 116 of the
Georgian Constitution of 1921. that "cultivation
and use of land is the duty of the landowner to the
public". Based on this principle, the law clearly
defines the terms and conditions that must be met
by the purchaser of the land. In particular, the rule
of privatization of community-owned land will be
established, when privatization is allowed only with
the consent of the community and on the condition
that the community should receive specific public
benefits from the privatization. In addition,
when privatizing land, it must be mandatory for
the acquirer to submit land development and
development plans (which must comply with the
normative documents adopted by the municipality);

4. To restore the community ownership of
land - preparation of normative, institutional and
technical bases, establishment of a local community
in rural areas, which will be transferred to
permanent ownership and gratuitous use of state-
owned land within the administrative boundaries
of the village;

5. To Land Reform

Commission to adopt and implement new land

establish a State
legislation, to carry out fundamental agrarian
reform; the Commission should ensure that a
national consensus is reached on reform-related
issues, that the reform is properly planned and

coordinated;
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6. To improve as soon as possible not only the
land ownership but also the land use accounting.

Solution to land issues, proper ownership of land,
therefore, regulating land ownership and land use
in the Georgian way, is our foremost responsibility
towards each other, as well as towards our ancestors

and descendants!
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Summary

Land is the vital base of a nation. Land is not
only a natural economic resource, but also a
special cultural and social basis for establishing our
identity. Land is also the creative space of a nation.
Among the many challenges facing to the Georgian
state today is resolving the land issue. The issue of
land is most fundamentally linked to the fate of
the country, as territorial identity is the ground
of national consciousness, and its maintenance is
impossible without regulating land ownership and
land use.

The primary attribute of the creation of a state
is the possession of a certain territory, and the
determining factor in the strength of the state is
a detailed study of the wealth of this territory, its
successful management and the development of a
strategy for the development of the country. It all
depends a lot on who lives in the area and how it is
managed. Therefore, the issue of land management
and accounting is vital not only for our country, but
for all countries of the world and for humanity in

general.
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The historical aspiration of the Georgian state
to become a full member of the European family,
which includes the integration and compatibility of
various fields or spheres with European standards.
There is also the area of land administration.

The ongoing democratic transformations in
Georgia and the need to fully manage land reform,
as one of its organic and important components,
have raised the issue of improving the land market
World

experience shows that the formation of the land

formation-development = mechanism.
market should be preceded by the creation of a
unified state information system, a comprehensive
land code, a land registration system, a land
cadastre, which legally secures the land market. The
development of the land (real estate) market should
be preceded by land registration and cadastre,
which are interrelated systems and complement
each other.

The Cadastre and all other registers containing
officially registered data on land and land ownership
constitute the land administration infrastructure.

Cadastre is a French word meaning a description
of something, a set of data about something.
Cadastre This is a set of data compiled by an official
body or agency (eg land, water, forestry, city, etc.
cadastre).

The land cadastre is used in a dual sense - narrow
and territorial in the narrow sense, cadastral data
are accurate graphical and textual information
about the configuration and location of the border
of the land, buildings on it, including a linear
construction, as well as easements or other legal
restrictions. And in a broad sense, a land cadastre
is a set of data that includes information about the
natural, economic, legal, environmental, economic
state of the land and answers the questions "Who?
Where? How much? How?"

150

The land registry is to some extent maintained
by the LEPP - the National Public Registry Agency.
The land registry prepared by the agency answers
the questions: Where? Whose? How much? This
information is also incomplete at the moment,
because, despite the reforms carried out, the number
of unregistered land plots is still high. It also doesn't
answer the question, what kind? In Georgia, there
is no complete production of the land cadastre, a
single database has not been created, which should
contain information on the natural, economic,
legal, ecological and economic state of lands and
fully answer the questions “Who?” Where? How
much? As?"

The land cadastre in Georgia was last conducted
in 1985 at a time when there was only state
ownership of land in the country. Georgia does not
currently have a complete land cadastre production,
therefore, a land cadastre production methodology
should be developed, which, in the presence of
various forms of land ownership, will allow us to
obtain comprehensive information on land plots.

The land cadastre system is the basis for the
functioning of the economy of any country. Having
a sound land registration system is one of the
most important factors in promoting an effective
land administration policy for all countries and
ensuring the protection of private and public
interests related to land ownership and investment.
Effective systems of land administration and
comprehensive land registration are the basis for
the productive functioning of the market economy,
the development of the agricultural sector and
the sustainable and efficient management of land
resources, which will significantly contribute to
the sustainable growth and development of the

economy.
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country, but in all regions, the Georgian securities
market and the only licensed representative of this
market in the country - the Georgian Stock Exchange
is undeveloped and unique. The securities market
is a kind of economic barometer of the country, a
measure of the pulse, which is primarily reflected in
the ongoing political, economic and social changes in
the country and in the world.

The securities market provides fast mobilization
of temporarily free cash without bureaucratic
intermediaries (in this case banks) and with minimal
additional fees compared to bank credit, respectively
the banking system and the stock market are
competitors.

In 1998-2000, with the help of the best government
the

foundations of the securities market began to form.

and financial market experts in Georgia,
During this period, everyone was well aware that
these two most important financial institutions should
be developed together on an equal footing, under
conditions of fair competition, and tried not to allow
one sphere to be absorbed or oppressed by another.
For some reason, the new post-Soviet Georgia had
better starting conditions in the banking sector, as
enshrined in the 1998 Law on the Securities Market
adopted by the Georgian Parliament. By law, the
securities industry was separated from the banking
sector in order for securities to be newly established
mechanisms to enable independent real development
opportunities.

JSC (JSC) was
established on January 12, 1999 at the initiative of

"Georgian Stock Exchange"

leading brokerage companies, commercial banks,
insurance companies and investment funds. Special
activity on the Georgian Stock Exchange began
in 2004, when after the change of government, the
legislation related to privatization was changed

and the economic recovery began, corruption was
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significantly reduced, the financial market was
opened, investments were increased.

The reduction of trading volume on the Georgian
Stock Exchange was caused by the financial crisis of
2008 and a change in the legislation, which resulted
in the abolition of the self-regulatory system of the
stock exchange and its controlling body became the
National Bank of Georgia. Since 2007, the stock
exchange has been managed by a group of banks that
currently own 58% of the stock exchange shares, of
which the Bank of Georgia has the largest package
with 46%.

As of March 1, 2022, the balance of deposits of
legal entities and individuals attracted by commercial
banks in national currency is 15.06 billion GEL,
weighted by an average of 11.06%, and the volume
of deposits of legal entities and individuals attracted
in foreign currency - equivalent to 22.03 billion GEL.
, On average by 0.81%. (SEB, 2022) In total, 37.1
billion GEL of free cash is deposited in Georgian
banks, and if at least a quarter of it returns to the
Georgian Stock Exchange, it is easy to imagine the
level of economic growth and the size of the national
economy.

As of May 6, 2022, about 2.31 billion GEL has
been accumulated in the pension fund, 60% of the
objects are placed on certificates of deposit, 1.3% -
on time deposits, 5.8% - on foreign corporate shares
(133.98 million 56 1),% - interest Accounts in foreign
currency, and 24.69% - on interest accounts (Pension
Agency, 2022). In other words, the funds kept by the
citizens of Georgia in the pension fund either go to
the banking system and only then take part in the
short-term activity, ie by buying their securities for
about 134 million GEL with the growth of the foreign
economy. The development of the Georgian stock
market would have facilitated the growing funds of
the pension fund, invested more profitably with bank

deposits, and the national economy growing faster,
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with more commission and interest rate pressures
than bank credit.

As of April 30, 2022, the capitalization of the stock
market on the Georgian Stock Exchange amounted to
about 2.29 billion GEL, which is only 3.8% of the
GDP of Georgia in 2021 (60.2 billion GEL), while this
figure has developed stock markets. Countries have
more than 100% of GDP. According to the years, the
ratio of capitalization of the Georgian stock market
to GDP in the same year is declining and was 4.8%
in 2020 (due to the pandemic, GDP decreased this
year, the capitalization of companies remained largely
unchanged), in 2019 - 3.97%; In 2018 - 4.39%; In
2017 - 8.16%. As of May 2, 2022, securities of 23
companies with a total market capitalization of USD
0.748 billion and an average daily turnover of 21 GEL
in April 2022 were admitted to the trading system of
the CBS.

On March 24-30, 2022, we conducted a survey on
how people manage their savings through the platform
google forms, in which 629 people participated.
The results of the survey showed that the culture of
accumulation in the population is quite high and they
would like to buy securities on the Georgian Stock
Exchange.

In our opinion, the development of the securities
market in Georgia will reduce the employment
the

economy will be developed thanks to direct financing

problem partly through self-employment,
of economic entities (and not by scheme = population
= bank => enterprises) and increase the speed of
cash circulation. The state has a big role to play in
the process of establishing a securities market in
developing economies. The securities market is
a necessary and important element of the global
economy, without which the normal functioning of a
market economy is impossible. Relevant legislative

changes and political will are needed to strengthen the

Georgian stock market.
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Summary

The topic of the article ,,The Tax System of
Georgia in Pandexit Period” is very important
and significant, because taxes are one of the main
subjects in economic relationship. Generally taxes
can regulate the direction of Georgian economic
and promote its rapid development.

Following in the footsteps of covid pandemic,
it has become necessary for the tax system to be

appropriate/adequate to the new reality facing the
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country. From all these, lots of changes have been
made and most of them are easing and loyal. Today
we are in the period of the end of covid pandemic,
thus it is very important to realize and summarize
tax system in pandexit period.

Significant measures were taken during
the pandexit to increase the efficiency of tax
administration. Special attention was paid to the
most important taxpayers ,,large taxpayers’, who
make a great contribution to the formation of the
state budget. A large taxpayer office has been set up
in the Revenue Service of the Ministry of Finance,
Which aims to bring the interests of these types
of taxpayers and the state as close as possible to
each other. Special manuals has been worked out
which made it easier to solve various important
problematic issues.

During the covid pandemic, a number of
entrepreneurs have shown unscrupulous attitudes
towards the automatic refund of VAT. New
regulations and norms have been implemented so
as to control unlawful or illegal refund of paid taxes
from budget. The buyer of the goods is entitled to
deduct the value added tax paid only in that case if
he instead of the supplier, will pay the VAT amount
to the budget.

The relation between entrepreneurial entities
and the state has significantly improved. The main
focus was not on finding fault and appropriate
sanctioning but also to inform taxpayers about
their possible mistakes. In order to perfect this
idea, special rules have developed, which means
informing taxpayers at an early stage about specific
violations and warning them.

A loyal approach was formed regarding the
inaccuracies allowed by the taxpayers in the
declarations, there was introduced audit program of
declaration which allowed tax payers to verify their

data. In 2021, 15 969 declarations were examined,
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and the amount adjusted by the taxpayers amounted
to 67 170 364 GEL.
An

mechanism has been developed, which aims to

entirely new ,hypothetical taxation”
calculate and reflect the possible hypothetical
amounts on the personal account of taxpayers. The
regulation has had a positive effect on part of the
budget as well as reduced the rate of non-submission
of declarations by value-added taxpayers.

A new debt management strategy has been
developed for 2022, which aims at a loyal approach
to the collection of tax debt from entrepreneurs,
which involves a variety of preventive measures to
reduce tax evasion, as well as improving the rate
of debt repayment before the budget and reducing
existing debts. The existing regulation is especially
important for enterprises whose financial situation
was unfavorable at the time of the pandexit.

In conclusion, the article gives us very essential
information about changes and enscouraging
regulation of taxes. While all regulations, such
as financial assistance or deferral of taxes are
important in oder to support the financial crisis, this
should not give the impression that all their losses
will be compensate by the state budget. It is very
difficult to make right decision in tax laws, firstly,
it should not course the crisis of budget, secondly,
it must be loyal towards taxpayers. I think that
the implemented changes have a positive effect on
entrepreneurial entities because most of them are
liberal. To sum up all these, stricter tax policies
at this stage will be ineffective, moreover, it will
cause damage to business and as a result will have a

negative impact on the economy.
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