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Abstract. This research analysed the impact of
globalisation on Nigeria’s economic growth and
sustainable development. Financial globalisation
has paved the opportunity for corporations and
governments to get access to competitive sources of
foreign funds. Rather than depending on investors
in the domestic financial markets corporate
entities and governments can take advantage of
international investors in the global financial
markets for essential money. The research utilised
time series data. Data pertaining to economic
growth and development were analysed utilising
pertinent statistical data analysis methodologies.
According to the research completed, it can be
stated that financial globalisation influences
economic growth and sustainable development in
Nigeria. Due to access to external sources of capital,
the study concluded that stringent regulation and
strong policies on the part of regulators are required

to sustain the benefits of financial globalisation.

DOI: https://doi.org/10.52244/ep.2022.24.02

Introduction

Financial globalization has created a channel for
corporations, governments and financial institu-
tions to have access to cheap sources of funds outside
their country of operations (Hochstain, 2020). Rath-
er than relying on investors in the domestic finan-
cial markets, corporations, banking institutions and
governments can tap into pockets of global inves-
tors in the international financial markets for much
needed capital (Franker, 2020). The nexus between
financial globalization and Nigerian economic
growth and sustainable development is expected to
be dynamic, such that the former influences the lat-
ter. However, with over three decades of engage-
ment in financial globalization by African coun-
tries and particularly Nigeria, the last financial
crisis and global economic meltdown and the at-
tendant consequences such as highly skill labor mi-
gration, migration of Nigerians to the industrialized
countries, capital flight, high interest rate and
inflation rate, unstable exchange rate, access to
external capital, stringent lending requirements on
external borrowing, low productivity by African
and Nigerian companies, and weak regulatory in-

stitutions have impacted negatively on econom-
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ic growth and sustainable development of Nigeria.
These have constituted growth constraint and con-
tributed immensely to wide gap between financial
globalization, economic growth and sustainable de-
velopment in emerging African countries (Adegbite
& Adetiloye, 2013). However, there is a mixed
beneficial effect of financial globalization on eco-
nomic growth and development in some emerging
markets like Nigeria. Despite the increasing and
inherent benefit of financial globalization espe-
cially in recent years, Nigeria has not been better
off after embracing financial globalization. Ni-
geria like other developing countries in Africa has
been experiencing indebtedness-globalization (Eg-
betunde & Akinlo, 2019). Gaies, Goutte & Guesmi
(2019) correctly observed that financial globaliza-
tion and investment-globalization increase growth
while indebtedness-globalization increases the ef-
fect of financial instability on growth and sustain-
able development.

Nigeria, as a developing country, is also a
participant in financial globalisation, say Lawal et
al. (2016). Nigeria’s financial markets are made up
of money and capital markets. The money market
is where short-term and liquid (near-money)
financial assets are created, sourced and traded.
In contrast, the debt and stock markets make up the
capital market, which is responsible for mobilising
and trading long-term financial assets. Two of the
CBN'’s reform pillars, aimed at developing Nigeria’s
financial markets and ensuring the stability of the
financial system, have been implemented through
the progressive growth of tradeable and investible
financial instruments anchored by policy guidelines
and regulations (Aenyuma & Oga, 2016).

When it comes to foreign investors, the
deepening of Nigeria’s financial markets is expected
to play a significant part in their decision-making
processes, according to Aderemi et el (2020). For
Idowu and Babatunde (2012), Nigeria’s financial
markets are gradually emerging in an effort to
become a global financial centre for West Africa

and the African continent that is organized, liquid

and diverse. Demand for financial services has risen
as a result of deregulation and privatization, new
technology and products, and the emergence of
new competitors (ITheanacho, 2016). The purpose of
the study is to determine, among other things, the
extent to which financial globalization policies are
applied in Nigeria in relation to economic growth
and sustainable development.

Literature Review

Financial globalization, is a collective term
for cross-border financial flows. It refers to an
increase in global linkages as a result of these
financial movements. The phrase “globalization of
finance” is frequently employed (Jamel & Malktouf,
2017). Financial globalization is the integration
of a country’s domestic financial system with
international financial markets and organizations.
According to Elkhuizen et al. (2018), globalization
of the financial markets has resulted in a more
uniform set of terms and conditions for obtaining
foreign loans across national borders.

According to Balcilar et al (2019), through
integration with the rest of the world, the financial
systems of emerging markets are able to fully realize
their full potential. One of the most important
components of any economy has been identified
as its financial system. Various macroeconomic
variables are supposed to be transmitted through it,
resulting in the acceleration of national economic
growth and sustainable development (Kassi, Nasiri
& Edjoukou 2017). When it comes to financial
globalization, which refers to the expansion of
global linkages created by cross-border financial
flows, capital flows from industrialised countries to
developing countries are the most noticeable (Le,
Ho & Vu, 2019).

Financial globalization combines the world’s
financial markets, and this integration necessitates
similar terms and conditions for obtaining
international loans across national borders. Through
integration with the rest of the world, the potential
of the financial systems of emerging markets is
fully realized (Ananzeh & Othman, 2019). It has
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been determined that the financial system is the
linchpin of an economy. It is believed to be the
transmission mechanism for the behavior of many
macroeconomic variables, pushing the growth and
sustainable development of the national economy
(Charles, Takaa & Akilo, 20 2014).

According to Lipovina and Smolvic (2016),
financial globalization is defined by capital flows
from industrial economies to emerging economies.
Financial globalization refers to the increasing
global links produced by cross-border financial
movements. Thus, capital inflows have been
connected with strong growth rates in several
developing nations, albeit with accompanying
macroeconomic consequences (Abudulahi &
Andrew, 2014). This is illustrated by the fact that
capital flows from developed countries to developing
ones generate greater profits, whereas capital flows
between developed economies yield poorer returns
on investment. Because labor in emerging nations
is less expensive than in industrialized nations, the
profit potential of capital invested in developing
nations is greater than that of capital flowing
between industrialized nations. Therefore, capital
inflows have been linked to strong growth rates
in some emerging nations, albeit at the expense of
macroeconomic consequences in other instances
(Ibrahim & Alagidede, 2018).

Ibhagui, (2019,

globalization is a phenomenon of increasing

assert that since financial
integration or interaction in national economic
financial markets as a result of an increase in
international investment and capital flows; this
phenomenon ultimately leads to economic growth.
According to Maijeed & Malik (2016) the contagion
effects have been responsible for the rapid spread
of the currency and stock market crises from one
country to another. This means that the presence
of a crisis in one country increases the likelihood
of a similar crisis occurring in a different country.
Asongu, Koomson, & Tchamyou conclude that
when inflows into one economy are transmitted

to other economies that are linked to the first
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economy through trade and finance, this is referred
to as a contagion effect.

Theoretical Issues

To accomplish economic growth and sustainable
development, the Solow model, the Harrod-Domar
model, and Porter’s theory can be used to validate
the financial globalisation advancement route.
Both the Solow model (SM) and the Harrod-Domar
model (HDM) are applicable to the independent
variable. Solow (2000) presented a model that is
primarily used to examine the long-term economic
growth of any economy. This model eased several
of the HDM model’s unreasonable assumptions.
The HDM model is based on a single element,
and the factors that account for growth in this
model to assure a worldwide economy are a rise in
capital stock via savings and investment, as well as
an increase in the quality and quantity of labour
through education and population expansion. The
noteworthy contribution of Solow’s theories was to
push the government of each country to prioritise
the growth of education and research as a means
of enhancing the many financial sectors of the
economy, and the thrust of this model is obvious
in the modern global economy. The Hecksher-
(HOSS)

which focuses on the structural and factorial effects

Ohlin Samuelson-Stolper framework,
of greater cross-border trade and capital flows on
the structure of a country’s inputs and outputs,
provides the theoretical foundation for the model.
It is determined and based on the notion that
greater interdependence can be achieved through
trade openness and capital flows.

The theory of Porter supports the dependent
The

rests on the notion that there should always be a

variable. importance of Porter’s theory
strategy to compare the domestic and international
competitiveness of enterprises in order to enhance
a nation’s competitive edge. Any nation that
integrates with the global environment must also
have the capacity to absorb any negative tendencies
that may arise as a result of this integration. This

implies that such detrimental effects would not
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manifest in the receiving nation. The theory is
strongly entrenched in the set of determinants,
which includes a nation’s factor input endowment.
These determinants are significantly influenced
by other variables such as chance and government
policy.

Empirical Issues

Theoretical debate on the effects of financial
globalization on achieving economic growth and
sustainable development has spawned empirical
studies aimed at establishing a causal relationship
between financial globalization and economic
growth, as well as the variables that influence
this relationship. Numerous studies have explored
the effects of certain (functional) globalization
categories. Aderemi, Ogunleye, Lucas, and Okoh
(2020) utilized the ARDL and Bounds tests to
examine the relationship between globalization
and economic growth in European nations between
1990 and 2018. The data was provided by the United
Nations Conference on Trade and Development and
the World Development Indicator, respectively. The
following are the study’s most significant findings.
There exists a significant positive association
between the lag value and the present value of
economic growth. Aspects of the globalization
index such as net FDI inflows and trade openness
contributed to the expansion of the European
economy. This demonstrates that globalization has
had a positive impact on European economy over
the past four decades.

Egbetunde and Akinlo (2019) studied the
relationship between financial globalization and
Sub-Saharan African economic growth (SSA). Data
was estimated using a dynamic panel GMM test.
The study shows that financial globalization hurts
Sub-Saharan Africa’s economy. Data suggest that
institutional quality (measured by government
efficiency) mitigates the detrimental effects of
financial globalization on SSA economic growth.
The authors concluded that institutional integrity
ameliorates financial globalization’s detrimental

consequences on SSA economic growth.
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Osu (2020) examined the connection between
globalization and economic growth in Nigeria.
The study spanned the years 1980 to 2018. The
variables included as independent variables are
Foreign Direct Investment, Official Development
and Trade

Openness. Log-form ordinary least square multiple

Assistance, Portfolio Investment,
analysis, unit root test employing Philip-Perron,
Cointegration, and Error Correction Mechanism
were utilized in this work. Throughout the duration
of the investigation, the structural stability tests
suggest that the entire model is structurally stable.
There is a long run relationship in the model, and
all variables were integrated of order 1 according
to the results (1). The ECM result indicates that the
rate of correction is 40%. The study concludes that
emphasis should be placed on official development
assistance because it has a major impact on GDP.

(2014) the

globalisation’s economic effects on the Nigerian

Awoyemi and Jabar examine
economy. This was achieved by utilising the
domestic savings channel and the technology
transfer channel, both of which have a large impact
on economic growth in Nigeria, and the study
concluded that Nigeria’s financial system is still
being integrated gradually into this globalisation
process.

Methodology

The research utilized time series data. The
secondary data was gathered from the statistical
bulletin of the Central Bank of Nigeria (CBN) for
the time in question. The secondary sources were
chosen due to their history of generating credible,
sufficient, accurate, and accessible data. In addition,
descriptive analysis and economic technique were
used to estimate the link between independent
and dependent variables. Using e-view software, a
summary of statistics was applied in order to do a
descriptive analysis of the study’s many variables.
Multiple regressions with error correlation model

were employed as the technique.
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Regression models used to examine the effect
of financial globalization on economic growth and
sustainable development are specified in equations
(1) and (2):

GDPR_= f(FLN,
EXR, IFR, ITR,)

ERB, FRB, FDI, DIR,

GDPR, =B + B, FLN_+ B,ERB, + B,FRB, + B,
FDI, + B, DIR, + B, EXR, +B,IFR, +B,ITR, , .,
Where: GDPR= GDP growth rate to proxy
economic growth, FLN = foreign loan, ERB =
Eurobond, FRB=Foreign Bond, FDI=

Direct Investment, DIR=Diaspora Remittances,

Foreign

EXR= Foreign Exchange Rate, [FR= Inflation Rate,
ITR = Interest rate for the given year, ECM = Error
correction Model, 3= Constant/ intercept, = Beta
(Regression) score for the given year and € = Error
term

Data Analysis and Presentation

Regression analysis was employed to analyze
the relationship between the variables of interest.
A stationarity test was conducted on the variables.
Before applying a normal econometrics technique,
economic theory stipulates that variables must
be stationary. In order to avoid erroneous results,
the stationarity test uses a maximum of 1 lag and
includes the intercept. The ADF’s performance was
stated in the table 1 below.

Table 1: Augmented Dickey-Fuller Unit root Stationarity Test

Variables Test at Levels Test at 1 difference Inference
A D F|t-statistic Prob.* ADF statistic | t-statistic Prob.*
statistic
GDPR -3.489987 |-2.963972 0.0154 -8.978540 -2.967767 |0.0000 [1(0), I(1)
LFLN -0.7157 02 |[-2.963972 0.8278 -5.741018 -2.967767 0.0001 | I(1)
LERB 0.914093 | -2.976263 0.9941 -4.327299 -2.976263 0.0022 |I(1)
LFRB -0.111482 -2.963972 0.9393 -5.147573 -2.967767 |0.0002 [I(1)
LFDI -3.184753 |[-2.963972 0.0309 -5.871283 -2.967767 0.0000 |I1(0), I(1)
DIR -1.835759 | -2.963972 0.3568 -5.669451 -2.967767 |0.0001 I(1)
EXR -1.719725 |-2.963972 0.4115 -5.288618 -2.967767 [0.0002 [I(1)
IFR -4.058313 [-2.963972 0.0038 -6.637575 -2.971853 0.0000 |1(0), I(1)
ITR -2.382215 |[-2.963972 0.1550 -4.522272 -2.967767 |0.0012 I(1)

Source: Author’s computation using E-views

Thisisrequired to determine whether therelevant
variables are stationary and to calculate their orders
of integration. Utilizing the Augmented Dickey
Fuller (ADF) test, the existence of unit roots in each

of the time series was determined. As indicated in
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Table 2, the variables utilised in this investigation
are a combination of I(0) and I(1) series. In other
words, the variables have integrated orders of zero
and one, which is one of the reasons why the ARDL

model is utilized.
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Table 2 ARDL- Error Correction Model

ARDL-ECM

Variable Coefficient Std. Error t-Statistic | Prob.
D(LFLN) -12.00974 5.003338 -2.400346 | 0.0335
D(LERB) 1.245140 0.949418 1.311477 0.2142
D(LFRB) 5.984106 2.740253 2.183779 0.0496
D(LFDI) 6.406455 2.024128 3.165045 0.0081
D(DIR) 0.559419 0.216573 2.583050 0.0240
D(LEXR) 0.213696 0.415897 0.513819 0.6167
D(LIFR) -23.07634 8.832315 -2.612717 | 0.0227
D(LITR) -11.31560 1.449128 -7.808556 | 0.0000
ECM(-1)* -1.172585 0.102342 -11.45753 | 0.0000
R-squared 0.888504 Mean dependent var 0.053285
Adjusted R-squared 0.851338 S.D. dependent var 3.429871
S.E. of regression 1.322445 Akaike info criterion 3.625792
Sum squared resid 36.72605 Schwarz criterion 4.002977
Log likelihood -44.57398 Hannan-Quinn criter. 3.743921
Durbin-Watson stat 2.067497 |

Source: Author’s computation using E-views

The findings of the error correction model
(ECM) are shown in Table 2 above. Clearly, the
results reveal a well-defined error correcting term
ECM(-1) with the expected negative coefficient.
The coefficient reflects the rate of readjustment
of GDP disequilibrium to equilibrium. The ECM
coefficient of -1.172585 implies that around 1.17 of
the GDPR disequilibrium from the previous year
is corrected over the long term. GDPR is certainly
co-integrated with the explanatory factors, as
demonstrated by the statistical significance of the
error correction coefficient at the 5% significance
level. In addition, the adjusted coefficient of
determination (R-squared=0.851338) demonstrates
that approximately 85.1 percent of the systematic
variations in gross domestic product growth rate
(GDPR) are jointly explained by foreign loan (FLN),
euro bond (ERB), foreign bond (FRB), foreign
direct investment (FDI), diaspora remittances
(DIR), exchange rate (EXR), inflation rate (IFR),
and interest rate (ITR).

The regression results on table 2 show a positive

coefficient (0.559419) between diaspora remittances
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and Nigerian economic growth (GDPR), t-statistic
(2.583050), with a probability of 0.0240 which
is statistically significant at 5 percent level of
significance. This shows that there is significant
relationship between diaspora remittances and
Nigerian economic growth. It implies that a
unit increase in diaspora remittances leads to a
corresponding increase in Nigerian economic
growth when other variables are held constant.
The implication of this finding is that diaspora
remittances are positively associated with Nigerian
economic growth. Put differently, diaspora
remittances is one of the drivers of Nigerian
economic growth and sustainable development.
The regression results on table 2 show a negative
coefficient (-12.00974) between foreign loans and
Nigerian economic growth (GDPR), t-statistic
(-2.400346), with a probability of 0.0335 which
is statistically significant at 5 percent level of
significance. This shows that there is significant
relationship between foreign loans and Nigerian
economic growth. It implies that a unit increase in

foreign loans leads to a corresponding decrease in
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Nigerian economic growth when other variables
are held constant. The implication of this finding
is that foreign loans are negatively associated
with Nigerian economic growth. Put differently,
foreign loans have not been judiciously utilized to
achieve Nigerian economic growth and sustainable
development objectives.

The regression results on table 2 show a positive
coefficient (6.406455) between foreign direct
investment and Nigerian economic growth (GDPR),
t-statistic (3.165045), with a probability of 0.0081
which is statistically significant at 5 percent level
of significance. This shows that there is significant
relationship between foreign direct investment
and Nigerian economic growth. This implies that
a unit increase in foreign direct investment leads
to a corresponding increase in Nigerian economic
growth when other variables are held constant.
The implication of this finding is that foreign
direct investment is positively associated with
Nigerian economic growth. Put differently, foreign
direct investment can be seen as one of the drivers
of Nigerian economic growth and sustainable
development.

The regression results on table 2 show a positive
coefficient (1.245140) between euro bond and
Nigerian economic growth (GDPR), t-statistic
(1.311477), with a probability of 0.2142 which
is statistically insignificant at 5 percent level of
significance. This shows that euro bond has an
insignificant relationship with Nigerian economic
growth. This implies that a unit increase in euro
bond leads to a corresponding increase in Nigerian
economic growth when other variables are held
constant. The implication of this finding is that
euro bond is positively associated with Nigerian
economic growth and sustainable development.
However, the result is not statistically significant.

Finally, the regression results on table 2 show
a positive coefficient (5.984106) between foreign
bond and Nigerian economic growth (GDPR),
t-statistic (2.183779), with a probability of 0.0496

which is statistically significant at 5 percent level
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of significance. This shows that there is significant
relationship between foreign bond and Nigerian
economic growth. The implication of this finding
is that foreign bond is positively associated with
Nigerian economic growth. Put differently, foreign
bond can be seen as one of the determinants
of Nigerian economic growth and sustainable
development.

Conclusion and Recommendations

The study examined the effect of financial
globalization on economic growth and sustainable
development in Nigeria. To achieve this, a model
was formulated for empirical analysis using error
correlation model with statistical test of significance.
The that

globalization influence economic growth and

research results reveal financial
sustainable development in Nigeria. Furthermore
the results show that (i) financial globalization
and investment-globalization influence economic
(ii)

indebtedness-globalization increases the influence

growth and sustainable development
of financial instability on economic growth and
sustainable development and (iii) investment-
globalization decreases the influence of financial
instability on economic growth and sustainable
development. Consequently, strict regulation and
strong policy on the part of regulatory authorities
are fundamental to sustain the advantage of financial
globalization. Government decision on foreign
capital policy should encourage judicious use of
foreign loans to reduce burden of external debt or
indebtedness-globalization. Government should
also encourage diaspora remittances and reduce
negative exchange rate volatility Furthermore
government should establish sustainable measures
and policy crucial to support the gains of
globalization. Nigerian government should relax
trade limitations on certain aspects of production
in order to boost local industries, the real sector of
the economy in general, and the country’s export
basis. As a result, domestic output will be increased,
particularly in the actual productive sector of the

home economy, which will undoubtedly raise
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Nigeria’s profits from economic globalization.
Finally, government should make attempt to
stimulate investment globalization through FDI

and portfolio investment.
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Abstract: The financial crisis of 2008 was a major
crisis after 1929. It reminded once again us about the
contradictory nature of fractional reserve Banking. The
Great Depression taught us that the financial crisis of
2008 would result in a substantial reduction in economic
activity and a sharp deterioration of key economic
indicators. To “avoid” recessionary risks, the Federal
Reserve System and other central banks of developed
countries actively adopted monetary easing measures. A
large amount of money was injected into the credit sy stem.
At the initial stage, the “explanation” of the mentioned
measure was liquidity and recession risks. However, the
time has shown us that the number of “colored papers”
does not create wealth, it only distributes it in favor of
those who have the privilege to “spend” it first, until
a quantitative increase of money will be reflected in
prices. As expected, the unconventional monetary policy
gave very conventional results: inflation, stagnation,
and an overheated credit system. The results would
be more unambiguous without the Russia-Ukraine
war, which affected inflation in the EU. The results of
the monetary experiment conducted after the financial
crisis of 2008 and its consequences, once again showed
us that finance does not create wealth, it only promotes,
distributes, and insures it. Therefore, every attempt to
improve the picture of the real economy with monetary
interventions is futile and cannot change the final result.

With monetary interventions, it is only possible to

DOI: https://doi.org/10.52244/ep.2022.24.06

posipone the consequences of the crisis, at the expense
of their aggravation and intensification.

Introduction: The 2008 financial crisis was a major
global economic downturn since 1929. The crisis broke
down widespread assumptions about “too big to fail”. In
this way, the Austrian business cycle theory once again
demolished prevailing views about financial derivatives’
miraculous futures. But, faith in miracles didn’t end
with it. Central banks start unprecedented, large-scale
monetary interventions to revive the financial sector and
economy as a whole. The legitimacy and theoretical
coherency of this policy was settled down on faith (in
monetary policy abilities) and fear (of the full-scale
collapse of the system). In other words, central banks
started the unconventional monetary policy with the
hope to overcome liquidity issues in the financial sector
and downturn tendencies in the real economy, without
significant deterioration of market forces.

Reflection: To prevent history from repeating itself,
central banks around the world implemented several
unconventional monetary policies, including large-scale
asset purchases of government and private-sector assets,
forward guidance on interest rates, and policies targeted
to directly stimulate lending. But the extent to which
these different policies had a material impact on output
and inflation is still not well understood. (Boneva, 2016)

During this unprecedented monetary experiment
balance sheets of major central banks increased more
than twice and in some cases four-fold. (see chart 1).
It was impossible to reach the same or proportional
growth rate of GDP. Therefore, the missing artist in this

“comedy” was inflation.
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Monetary policy is in an unusual spot at this point in a
record-long expansion. After a decade of unprecedented
monetary stimulus around the world, actual inflation and
inflation expectations remain stubbornly low in most
major economies. Inflation is falling persistently short
of central bank targets even in economies operating
beyond full employment — notably the US. It is even
more unusual to see a drop in inflation expectations

in the late-cycle stage when concerns would typically

focus on overheating. (Bartsch, 2019)

“The factor missing” has two main reasons:

o Printing money doesn’t mean credit expansion.
The secondary impact of a financial crisis is mistrust and
uncertainty, which halts credit expansion and business
activity consequently;

o Central banks can’t control the money multipli-
er effect and the credit expansion process completely;

Chart1: Balance sheets of the Eurosystem, the FED,
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As we know time is the best remedy of all and
it is a valid thesis for shocks and uncertainties. As
unconventional monetary policy becomes a new normal,
credit expansion has taken momentum and inflation has
become a key player in the “monetary amphitheater”.

After all, debt ratios in advanced economies and most
emerging markets were much lower in the 1970s, which
is why stagflation has not been associated with debt
crises historically. If anything, unexpected inflation in the
1970s wiped out the real value of nominal debts at fixed
rates, thus reducing many advanced economies’ public-
debt burdens. Conversely, during the 2007-08 financial
crisis, high debt ratios (private and public) caused a

severe debt crisis — as housing bubbles burst — but the

19

ensuing recession led to low inflation, if not outright
deflation. Owing to the credit crunch, there was a macro
shock to aggregate demand, whereas the risks today are
on the supply side. We are thus left with the worst of
both the stagflationary 1970s and the 2007-10 period.
Debt ratios are much higher than in the 1970s, and a mix
of loose economic policies and negative supply shocks
threatens to fuel inflation rather than deflation, setting
the stage for the mother of stagflationary debt crises over
the next few years. (Roubini, 2022)

Ukraine Factor: 2022 Russian military invasion
in Ukraine only exacerbated the looming inflation
waves, especially in the case of the US, which has no

dependence on Russian energy resources or tourists
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from Ukraine. As was written down by Wall Street
Journal: U.S. consumer inflation accelerated to 9.1% in
June, a pace not seen in more than four decades, adding
pressure on the Federal Reserve to act more aggressively
to slow rapid price increases throughout the economy.
(WSJ, 2022) The same problems we see in the EU and
other developed economies. The key question now is
about the possibility of a “soft landing”. If FED and
other key central banks will react aggressive manner
and take rapid measures, there is a high probability of
another financial crisis and economic downturn.

As 2022 continues to unfold, two major growth
risks loom large against a backdrop of alarmingly high
inflation. The first risk, centered in the US, is the prospect
of a policy mistake as the Fed embarks on a tightening
cycle to rein in inflation, which was already running at
multi-decade highs before the tragic Russia-Ukraine
conflict delivered a sizable commodity supply shock.
Whether the Fed will be able to pull off a soft landing in
such a challenging macro environment—or will instead
end up triggering a recession—is a growing question.
The second risk, centered in Europe, is the prospect that
the Russia-Ukraine conflict deals a crippling economic
blow given Europe’s dependence on Russian energy,
which could see Europe experience a stagflationary
period of persistently higher inflation and low (or even
negative) growth. How US and European policymakers
navigate these risks. (Goldman Sachs, 2022)

Old lessons with new evidence: In monetary policy,
there is not any possibility to start history again. Unlike
natural science, there is not at least a second chance to
do an experiment again and reset all previous conditions.
So, we have some results of previous policy actions, and
these results shape current conditions and some fixed
determinants of future policy paradigms. Therefore, we
have some limitations in planning future policy actions,
but in any case, the final goal should be to return the
market forces in-game.

Stagflationary winds are more likely to be a part of the
global economy’s upcoming journey than a feature of its
destination. But how policymakers navigate this journey
will have major implications for longer-term economic

well-being, social cohesion, and financial stability (EI-

20

Erian, 2021)

From a scientific point of view, the coherent logic of
research is to fully understand the phenomenon about
what you try to make decisions. The ground for an
effective policy-making process starts with putting all
factors and forces together in one place, for making a full
picture of the puzzle. Without a perfect understanding
of money as a social institution, there is no way to find
where fundamental deviations was and how to correct
them.

There could be endless disputes, about the most
important invention of mankind. But from my point of
view, it is money as a social 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 highly skilled workers.
Therefore, money as a basis of the labor division process
is a driving force of progress. (Khidasheli M, 2022)

The monetary system has a huge influence on
business and progress as a whole. As I mentioned above
the Austrian business cycle theory proved itself again
in the last two decades. When mainstream media and
influential pundits were toking about the impossibility
of failing big financial institutions, we saw that Lehman
Brothers were bankrupted and the whole financial sector
was in a liquidity trap as ABCT predicted it. At the onset
of unconventional monetary policy, Austrian economists
explained that painted papers (fiat currency) printing
didn’t produce wealth, it is only about the distribution
of existing wealth. As aresult, we get more deteriorated
wealth inequality in most developed economies where
unconventional monetary policies were conducted.

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, the means for obtaining
credit resources for business, and on the other hand, the
indicator of the existence of additional demand, which
should provide support for economic growth, as well

as the application of the additional issue. Everything
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changes in the conditions of a fractional reserve system,
when the source of the loan is not real savings but a
monetary multiplier (Khidasheli & Chikhladze, 2019)

Conclusions:  Empirical observation showed us
once again that There is no middle. The system should
be managed by market forces or we have a socialistic
planning model packaged with market -cartoons.
2008 and 1929 we saw the consequences of failing
fractional reserve banking and the inherent problems in
credit creation out of thin air. If we are working for a
sustainable monetary environment the cornerstone of
the monetary policy paradigm should be more market
forces in the credit creation and allocation process,
and more restrictions for monetary interventions.

The faith and notions about “too big to fail” or
“anticyclical monetary policy” were merely wrong
and it is an empirical fact, but the truth is that
both cases were predictable. Before 2008 financial
derivative market created an illusion that finances
are separated from the real economy and existed
separately. After 2008 the same circus continued
in different formulations, about monetary policy’s
ability to eliminate recession and outcomes of the
financial crisis. Figuratively the plot is the next: “for
filling the hole we have to dig dipper”. Therefore,
we have Conventional results of unconventional
monetary policy: central banks’ balance sheets are
unprecedentedly high, credit markets are overheated,
prices are skyrocketing and economic growth is
slowing down globally. The same picture that we had
in 2008 but in a bigger size.
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The current tax systems in the world are quite

substantially differ from each other in many
parameters, including the role and ratio of direct and
indirect taxes - both in terms of the implementation of
the regulatory and fiscal functions.

In the tax system of Georgia, indirect taxes have
assumed an important role, especially in terms of
the implementation of the fiscal function. Currently,
the value added tax and the excise tax account for
around 60% of consolidated budget revenues, and this
percentage mostly keeps getting bigger. The article
discusses the factors responsible for this, including the
introduction of the new, so-called Estonian profit tax
model, resulting in rapid decline in the percentage
of the profit tax in the overall budget incomes; the
inflationary processes have become more active, the
results of which were directly reflected in the increase
of mobilized indirect taxes; relative simplicity of
administration of indirect taxes, as well as a sharp
increase in excise rates (which, unlike other taxes, is
allowed even without a referendum).

The article discusses also legislative changes, as a
result of which the topic of value added tax has been
completely changed in the Tax Code. This necessity
was caused by the association agreement signed
with the European Union, through which Georgia
has committed to obligation regarding gradual

convergence between the tax legislation and the

30

relevant legal standards of the European Union. These
changes are also important in terms of improving the
business environment and liberalizing tax conditions.
However, along with undoubtedly positive results,
certain problems, risks and threats have also been
identified..

The simplification of the rules for return of tax
surplus, which was mostly carried out within the
framework of the reform of the main added tax,
proved to be associated with particularly significant
risks. The VAT excess refund system has become fully
automated. This made it easier for taxpayers to claim
back the excess, but resulted in increased burdens in
term of tax control.

Recent years, have seen a significant increase in the
excise rates, especially on tobacco products. This, on
the one hand, was due to the country’s international
obligations, as we are connected to the World Health
Organization’s Framework Convention on Tobacco
Control, and we also have an association agreement
with the European Union. In both cases, we undertook
excise policies to reduce tobacco consumption and
increase the burden of taxation. However, fiscal
motivation is also an important factor - over the years,
in order to balance the growing state expenses, excise
rates have been systematically increased, which is
allowed by Georgian legislation even without a
referendum.

We noted that an abrupt increase in excise rates
and substantial increase in the burden of taxation on
tobacco consumption caused a number of problems,
including the risks of smuggling and illegal circulation
of tobacco products have increased substantially.

Given that indirect taxes play a crucial role in the
financial provision of state revenues, the possible fiscal
consequences of any new change must be calculated
in detail and taking into account all possible causal

relationships.
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Summary

Microfinance is the provision of financial services to
low-income groups. By classical definition it contributes
to the improvement of the socio-economic condition
as well as financial self-sufficiency of the low-income
costumer and improves their living standards. Today,
microfinance institutions around the world serve up to
156 million borrowers and manage a loan portfolio of
USD 187 billion (Impact Finance Barometer, 2022: 3).

Formation of Georgian microfinance market began
in the 1990s and was developed mainly with the same
scenario as in Balkans, Eastern Europe and Central Asia.
During the first 10 years after adoption of the new Law
on Microfinance Organizations and commercialization
of the industry, a rapid growth and fast development of
the sector was recorded (2006-2016), which has been
then changed by a negative trend and market decline. The
main reasons of the crisis are: tighter regulation, market
saturation, growing competition from commercial
banks, over-indebtedness, weak corporate governance,

etc.

39

In July 2022, the draft law on the activities of micro
banks was registered in the Parliament of Georgia,
according to which a new financial institution focused
on lending to entrepreneurial and agricultural activities
- a micro bank - will enter the market from 2023. The
draft law was prepared based on the recommendation
of the International Monetary Fund, which advised the
National Bank to introduce a micro bank as a new
institutional form (International Monetary Fund,
2020: 19).

As a result of the law, 4 types of financial
institutions will be presented in the financial market
of Georgia since 2023: commercial banks, micro banks,
microfinance organizations and loan issuing entities.

The new regulatory framework should give
microbanks the following advantages over the current
status of MFIs:

o The maximum loan amount per borrower
will be increased from GEL 100,000 to GEL 1 million,
which allows microbanks to actively enter the SME
lending segment, retain good borrowers, grow faster
faster in the market and compete with banks.

o Having the right to mobilize the deposits, mi-
crobanks will be able to better diversify their funding
sources, reduce the cost of local currency borrowing
(based on savings in hedging) and, accordingly, re-
duce the interest rate on loans for thier clients, which
will also increase their competitiveness with banks.

o By offering bank account services, micro-
banks will be able to provide customers with an al-
most full range of banking services.

o  After legally differenciating from “consump-
tion” and “pawnshop” type of financial institutions,
microbanks will be able to attract more investments
from responsible and reputable international financial
institutions.

At the same time, the new draft law contains certain
potential risks that need to be properly assessed and
analyzed:

° The increase of loan size limit from 100,000

to 1 million GEL is a good for portfolio growth. How-
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ever, most companies lack the experience and quali-
fication to properly manage risks of such large loans.
Past experience also confirms that the worst portfolio
quality and problem loans MFIs have in large loans
(over GEL 10,000).

° Administration of the article, according to
which at least 70% of the loans of a microbank must
be disbursed for business purposes, seems very dif-
ficult. As of today practically no MFIs can meet this
criteria.

o Adding the new products (deposits, account
management) requires a high-quality core banking
systems and automation of many processes. Conse-
quently, microbanks will have to mobilize additional
financial and human resources to build this infrastruc-
ture, which may take several years and entail signifi-
cant costs.

In conclusion, it can be said that the draft law is
likely to have a positive impact on the financial sector.
Competition in the financial sector will increase,
which will lead to the provision of better quality and

diverse financial services to customers.
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Summary

In terms of mobilizing financial resources in the
budget, value added tax has a leading position among
other taxes. The analysis of the fiscal value of the
value added tax, how it affects the current processes
in the economy and economic growth in general, is
highly relevant. Indirect taxes are a mechanism that
affects the formation of the final price of products,
the profit of entrepreneurs, its profitability and, in

general, the financial situation of economic entities.
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Over the last few years, the system of taxation
with value added tax (VAT) is developing more
and more, its administration measures are being
improved, reasonable benefits are established for
the supply of various types of goods and services.
The taxation mechanism is becoming closer to
the European Union standards, although there are
still a lot of shortcomings. Undoubtedly, as soon as
the system of taxation with indirect taxes takes a
more complete form, it will be a prerequisite for it
to effectively perform the regulatory function of
the economy. In turn, this will lead to an increase
in production, an increase in the well-being of the
society and economic growth.

Value added tax has an important fiscal function
in the formation of budget revenues. According
to the Budget Code, the equalization transfer was
canceled and instead of this, VAT was introduced
into the budget of local territorial units according to
the respective municipalities. 81% of VAT will be
credited to the state budget, and 19% - to the budgets
of relevant local self-governing units. This approach is
adopted in many developed countries. The mentioned
method is an additional incentive for each local self-
governing unit, as they are given the opportunity to
plan the budget in a more targeted way, which will
be the basis for the economic development of the
respective territorial unit.

In general, indirect taxes affect both demand and
supply. They are added to the price of goods and
services and increase their value. Therefore, it is
important to consider the impact of VAT on demand
and supply and thus on economic growth.

If we look at the dynamics of economic growth in
the recent period, we can be sure that there is a trend
of economic growth. One of the reasons for this,
along with many other factors, can be considered the
recent changes in VAT, which made the indirect tax
system more loyal.

The existing system of indirect taxes in the country
should, first of all, ensure the fulfillment of the tasks
and measures set before the state, however, at the same

time, the amount of the tax rate should be reasonable
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and differentiated and tax administration measures

are simpler, which will help business entities to carry KOCBeHHBIX HAJOrOB Ha OKOHOMMYECKHUH POCT.

out their activities without interruption.
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Summary

The establishment of a modern European standard
corporate reporting system in Georgia, which represents
the country’s commitment under the ‘“Association
Agreement”, is, in turn, an important stimulating
factor for attracting additional investments, business
development, creating new jobs and, ultimately,
increasing social well-being.

For the introduction of a modern corporate reporting
system, one of the most important prerequisites is to

bring the national legislation and regulatory norms into
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compliance with the relevant European regulations.
Such is the Directive 2013/34/EU of the European
Parliament and the Council - “On annual financial
statements, consolidated financial statements and
related reports of certain categories of enterprises” and
Regulation N1606/2002 of the European Parliament
and the Council of July 19, 2002 on the application
of international accounting standards. This regulation
establishes that in the member states of the Union, the
consolidated statements of open joint-stock companies
must be prepared in accordance with international
accounting standards. In addition, member states have
the right to allow or require the same obligation from
closed joint-stock companies.

2013/34/EU  establishes

requirements contained therein shall apply to the laws,

Directive that  the
regulations and administrative provisions of the Member
States and shall apply to private and public companies
which have share capital or whose owners are enterprises
with share capital.

The directive contains the definitions of the main
concepts, the criteria for determining the size category
of enterprises, as well as the list of organizations to be
included in the category of Public-interest entity. The
accounting standard to be used for each category of
entity, the list of mandatorily prepared reports and the
rules of their preparation and publication are established.

The directive allows the member states to use
simplified forms of reporting for small enterprises and
provides specific approaches and instructions as to
which articles/points should be combined to simplify
the reporting forms.

On June 8, 2016, the Parliament of Georgia approved
the law on Accounting, Reporting and Auditing,
however, if we look at the date of entry into force of
the Association Agreement (July 01, 2016) and the
date of adoption of the law, as well as the deadlines
for the implementation of the main obligation defined
by this law, we can conclude that Obligations under the
association agreement are fulfilled within the relevant
time frame.

The law, as defining the categories of enterprises,

as established the obligation of them to prepare and
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submit financial statements, as well as to publish them
for public stakeholders, for enterprises of the first,
second and third categories. And the enterprises of the
fourth category have the obligation to submit to the
Accounting, Reporting and Audit Supervision Service
(SARAS) the statement prepared in accordance with
the simplified standard intended for them. The rules of
delivery of which to the interested person are established
by the SARAS.

It should be noted that the regulation of the law of
Georgia, regarding the division of enterprises into
categories, cannot include all economic subjects,
and therefore, some of them remain outside the legal
regulations, in particular, individual entrepreneurs who
do not belong to the third, second or first category, are
not included in the second category either. which does
not comply with the requirements of the discussed

directive.

Conclusions

Based on the conducted research, it can be said that
the law on accounting, reporting and auditing adopted
by the Parliament of Georgia on June 8, 2016, taking
into account all essential aspects, complies with the
requirements of the European directives provided for in
the association agreement in terms of the regulation of
corporate reporting, and individual issues where certain
differences were identified, they cannot significantly

affect the overall compliance and cannot change the
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course of formation and development of the national
corporate reporting system according to the European
model. However, this does not mean that the existing
normative framework, including the law, does not
require further improvement. One of the first issues that
should be raised in this context is that the law should
necessarily apply to all business entities and there
should be no entities of the organizational-legal form of
private law in the country, regardless of their size, field
of activity, etc. whose accounting-reporting does not fall

within the scope of regulation of the mentioned law.
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Abstract. Improving the production capacity of

modern transport enterprises requires increased
attention to the environmental component of their
activities. The close connection between the transport
enterprises’ environmental and economic activities
contributed to the formation and popularization
of the concept of ecological and economic safety
management. The conducted research allows us to
identify the directions and features of the environmental
factors’ influence on the ecological and economic
safety management of transport enterprises. As part
of the research, the legal framework in the field of
environmental and economic safety management of a
transport enterprise was Studied, and the peculiarities
of the influence of external environmental factors on
the environmental and economic safety management of
enterprises were analysed.

Thepurpose of the study is to explore the environmental
factors that affect the management of environmental
and economic safety of the enterprise. As part of
achieving the goal, the following tasks were solved:

groups of environmental factors affecting the ecological

DOLI:https://doi.org/10.52244/ep.2022.24.01

and economic safety management of the transport
enterprise were identified; the primary importance of
factors was determined; the legal framework in the
field of environmental and economic safety of transport
enterprises has been studied; the intricacies of the
influence of environmental factors on the ecological
and economic safety of transport enterprises were
analysed. The conducted analysis of the environmental
factors’ influence on the management of ecological
and economic safety of transport enterprises can be
used to form a system of indicators for assessing the
level of ecological and economic safety of a transport
enterprise, direct assessment and development of a
mechanism for increasing the level of ecological and

economic safety of a transport enterprise.

Introduction. Thanks to the high rates of scientific
and technical development, the modern world is
becoming more and more united. Accordingly, the
events and problems of individual countries have a
greater impact on other countries and humanity as a
whole. In such conditions, the development of humanity
is largely determined by its ability to solve global
problems, namely environmental ones. The mainreasons
contributing to the emergence of the ecological crisis
are a terrible attitude towards nature, multi-functional
use of natural resources, imperfection of technological

processes, environmental illiteracy of people, etc.
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All these reasons contributed to the emergence and
formation of the concept of environmental safety, in
particular at the level of a separate (transport) enterprise.

The state of the natural environment is inextricably
linked with the socio-economic development of society,
with the protection of'its health, the creation of favorable
conditions for natural reproduction and life activities
not only of the current population, but also of future
generations. This means that no transport company can
carry out its activities in isolation and without taking
into account the interests of society, which is affected
by the negative impact of its activities. Solving the
problem of ensuring environmental safety on the part of
enterprises, including transport enterprises, is possible
due to the development and compliance with national
and international norms of maximum permissible
emissions and discharges of harmful substances into
the natural environment, as well as compliance with
environmental requirements for finished products, their
operation and disposal. Unfortunately, nowadays there
are practically no enterprises in the territory of the post-
Soviet space that are ready to voluntarily carry out
comprehensive environmental control of raw materials
and technologies used for the production process,
operation and disposal. This is explained by the need
for large financial costs for environmentally friendly
technologies, the use of environmentally friendly raw
materials by enterprises, etc. In such conditions, the only
motivating factor for compliance with environmental
legislation and preservation of the natural environment
is the application of existing fines for violation of
current legislation and strengthening of preventive
measures for its violation. The ideas mentioned above
confirm the impossibility of studying the environmental
safety of the enterprise without taking into account
the economic component, that is, without taking into
account economic safety.

Main Part. The factors affecting the company’s
activities are divided into external factors that cannot be
influenced and are quite difficult to predict, and internal
factors that the company is able to regulate and predict.
It is important that each factor that directly affects

the environmental and economic safety of a transport
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enterprise has both a positive and a negative impact,
that is, it has a dual nature.

The first among the external factors that affect the
environmental and economic safety of a transport
enterprise is the regulatory and legal framework. It is
from the level of its development that the level of state
support for environmental protection activities, the level
of control in the field of protection and preservation
of the natural environment depends. In addition, both
the level of development of the regulatory and legal
framework in the field of environmental protection and
the appropriate mechanism for its implementation are
important. This is one of the key problems of many
countries. So, despite the fact that in recent years, most
countries, including developing ones, have developed
many normative legal acts in the field of environmental
protection, only some of them have been put into
practice.

The leading countries in the field of environmental
protection are the EU countries, Japan and the USA.
The environmental legislation of these countries is
based on three main principles: protection of the natural
environment and improvement of its quality, protection
of public health, rational use and preservation of natural
resources. In addition, one of the main legislative trends
of foreign countries is the stimulation of resource
conservation and waste minimization programs.
Serious attention in European countries and the USA
is paid to work with the population and the formation
of an ecologically thinking society. This approach to
the formation of a regulatory and legal system in the
field of environmental protection has already proven
its effectiveness. The regulatory and legal framework
of Ukraine, which regulates the management of
environmental and economic safety of the enterprise,
continues to expand (Laws of Ukraine; Strategy of
environmental security...)

The next external factor is the influence of scientific
and technological progress. The use of the results of
scientific and technical progress is one of the conditions
for the effective operation of each transport enterprise
and its achievement of a high level of environmental and

economic safety. The level of scientific and technical
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progress can ensure the functioning of the enterprise in
ecologically and economically safe conditions due to
several possibilities.

First, scientific and technological progress affects
production equipment and production technology. That
is, if the external environment provides the appropriate
opportunity to use the most efficient equipment and
technology, this will allow the enterprise to carry out its
activities as efficiently as possible. To use the influence
of such a factor on the ecological and economic safety
of the enterprise, the external environment in the
form of the state must create appropriate conditions.
This can be described using a category such as
technological device. A technological system is a set
of connected productions that have a single technical
level and develop synchronously at a certain stage of
historical progress. The change of dominant economic
technological systems is defined as the course of
scientific and technological progress and the inertia of
society’s thinking: new technologies appear much earlier
than their mass development (Vasylenko, 2013:68).
Therefore, sustainable

development, preservation

of technological sovereignty and technological
achievements, the level of competitiveness and sales
markets of transport enterprises are possible on the
condition that they carry out their activities in accordance
with the

Currently, enterprises of only developed countries carry

developing technological frameworks.
out their activities almost completely in accordance
with the development of technological cycles. 30% of
the production systems of these countries are systems of
the 6th technological system. Unfortunately, about 85%
of Ukrainian enterprises are enterprises of the 3rd and
4th technological orders. The degree of technological
backwardness of the country is estimated from 10 to 25
years from various sources (Ladychenko, 2019:256).
Secondly, carrying out the enterprise’s activities
using effective technologies and efficient production
equipment will allow rational use of natural resources
and minimize the negative impact on the surrounding
natural environment by reducing the volume of waste.
This, in turn, will positively affect the state of the

surrounding natural environment, the preservation of
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natural resources and the social development of our
society.

Therefore, scientific and technical progress within
the scope of achieving a high level of ecological and
economic security plays a primary role. However,
in order to obtain the maximum possible effect,
appropriate actions of the state to ensure a high level of
scientific and technical progress on the one hand, and
appropriate actions of the enterprise to implement and
use the results of scientific and technical progress on the
other hand are necessary.

An important external factor that affects the
environmental and economic safety of a transport
enterprise is the environmental policy of the state.
Drawing a parallel between the level of development
of the national economy and the environmental policy
of the state, it is important to consider that the main
contradiction between them is that environmental
needs are often opposed to economic interests. In most
countries of the world, it has long been realized that
the growth of economic activity and the increase of
national income are the reasons for the deterioration of
the quality of the natural environment and, as a result,
the deterioration of the social and physiological well-
being of millions of people. But, despite this, economic
interests prevail. One of the ways to deal with the existing
situation is environmental policy, which is an integral
part of state policy. The strategic goal of the state policy
in the field of environmental development is to solve
socio-economic tasks that ensure ecologically oriented
growth of the economy, preservation of a favorable
environment, biological diversity and natural resources
to meet the needs of current and future generations,
realization of the right of every person to a favorable
environment, strengthening of law and order in the field
of environmental protection and environmental safety.
(«On Ensuring Sanitary and Epidemic Welfare of the
Population», 2021).

A feature of environmental management tools is
state support. The goals, tasks, principles and features
of their use are fixed in the regulatory and legislative
acts of many states. Therefore, an effective mechanism

for using environmental management tools can ensure a
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high quality level of the environment. An ecologically
clean natural environment is important for the ecological
and economic security of the enterprise, because:

— It affects the quality of raw materials used for the
manufacture of finished products (with the exception
of factories that cannot use environmentally safe raw
materials in the production process);

- It determines the level of financial burden on the
enterprise, as an unfavorable environmental situation
increases the amount of payments from the enterprise
to social funds and the amount of payments for

environmental impact.

To regulate the negative impact on the natural
environment on the part of transport companies,
rationing is used. Standardization in the field of
environmental protection is carried out for the purpose
of state regulation of the impact of economic and other
activities on the environment, which guarantees the
preservation of a favorable environment and ensuring
environmental safety («On Environmental Protectiony,
1991). According to the legislation of Ukraine, standards
are divided into standards of environmental quality and
standards of permissible impact on the environment is

shown in figure 1.

Figure 1. Norms in the field of environmental protection

Norms in the field of environmental protection

v

Norms of permissible impact

1

N\

[Norms of environmental quality]

Norms of permissible emissions

Norms of permissible physical effects (heat, noise, vibration, etc.) on the environment
Norms of permissible removal of components of the natural environment

Norms of permissible anthropogenic load on the environment

N

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

This factordirectly affects the ecological and economic
safety of the enterprise, because: first, it determines the
maximum permissible norms of pollution of the natural
environment, exceeding which requires the enterprise to
incur significant financial costs; secondly, it ensures the
preservation of the natural environment, from which the
company will take raw materials for its products in the
future. Therefore, depending on the regulation policy
in the field of environmental protection, including, the

level of environmental safety of the company’s products
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depends. In addition, the enterprise, depending on its
activity, affects the standardization process to some
extent. This is due to the fact that the lack of desire of
enterprises to comply with the established regulations,
the introduction of ineffective environmental policy can
cause the strengthening of current regulations.

Another important factor affecting the ecological and
economic safety of the enterprise, within the framework
of environmental policy, is the level of state support and

stimulation of environmental protection measures. The
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influence of state support on the ecological and economic
safety of the enterprise is primarily determined by the
fact that the state guarantees the realization of the rights
of every person to a natural environment safe for his life
and health. The basis for state support for the activities
of enterprises within the framework of ecological and
economic security is their implementation of actions
and measures in the field of environmental protection
related to the introduction of energy and resource-saving
technologies, the use of secondary raw materials, waste
processing, and the use of alternative types of energy.
The following methods of state support and stimulation
of measures for environmental protection are enshrined
in law («On Environmental Protection», 1991):

- assistance in the implementation of investment
activities aimed at the implementation of the best
available technologies and the implementation of
other measures to reduce the negative impact on the
environment;

- assistance in the implementation of educational

activities in the field of environmental protection and

provision of informational support for measures to
reduce the negative impact on the environment;

- assistance in the implementation of the use of
renewable energy sources, secondary resources, the
development of new methods of environmental pollution
control and the implementation of other effective
environmental protection measures in accordance with
the legislation of Ukraine.

It is important to consider that means of state
support and stimulation of measures in the field
of environmental protection will have an effect
only if there is an appropriate mechanism for their
implementation. If in developed European countries
this system is established and works effectively, then
in Ukraine, despite the presence of an appropriate
regulatory and legal framework, state support and
stimulation of environmental protection measures is
carried out less actively. The characteristics of external
factors influencing the management of environmental

and economic security are shown in table 1.

Table 1. Characteristics of external factors influencing the management of environmental and economic

security

Factor

Characteristic

Regulatory framework

resources.

Protection of the natural environment and improvement of its quality,
protection of public health, rational use and preservation of natural

Scientific and technical
progress

Scientific and technical progress Modern production equipment
and production technology, rational use of natural resources and
minimization of negative impact on the environment.

Environmental policy
of the state

The level of state support of the country, stimulation of environmental
protection measures and social development of society.

Source: formed by the author on the basis of researches (Vasylenko, 2013:66)

The effectiveness of the state’s environmental policy
and the level of development of the national economy
determine such a factor as the social development of
society. As part of the social development of society,
it is necessary to pay attention to such a category as
environmental illiteracy of the population. Such a

problem is present, despite the fact that environmental
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education of people is envisaged at the legislative level.
Environmental education is carried out with the aim
of forming an ecological culture in society, fostering a
thrifty attitude towards nature, rational use of natural
resources due to the dissemination of ecological
knowledge about environmental safety, information

about the state of the environment and the use of
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natural resources. Despite the legal establishment of
this category, there is no corresponding mechanism for
conducting environmental education. The main problem
of the low ecological culture of the population is the low
level of development and, as a result, the low standard
of living of people, since in conditions of low quality
of life it is impossible to “force” people to consciously

treat the problems of environmental protection.

Conclusions. The analysis of the influence of
external factors on the management of environmental
and economic safety of the enterprise was carried out
and a close connection between them was determined.
The perfection of the legal framework of the state and
the effective mechanism of its implementation are the
basis of each of the considered factors and significantly
affect the level of state support for ecological and
economic security, the system of regulation in the field
of environmental protection, the level of development
of the national economy and scientific and technological
progress. Given that issues of environmental safety can
be investigated and resolved only under the condition
of a stable economic situation, the level of development
of the national economy as well as the legal framework
is one of the main factors. The level of development of
the national economy affects the level of state support,
social development of society and the effectiveness of
the state’s environmental policy. The effectiveness of
environmental policy, in turn, is determined by both
the level of resource availability and the state of the
environment. Such interdependence of external factors
indicates the need for their comprehensive accounting in
order to achieve the appropriate level of environmental

and economic safety of the transport enterprise.
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Summary
The systemic crisis of the capitalist mode of
production and the rigid market economy, the features
of the neo-industrial era are creating much accelerated
and qualitatively different modes and conditions

of actions and practical activities compared to the
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previous ones, a new paradigm of global development.
Only at the turn of the 20th and 21st centuries does
it begin to be recognized that the present and future
of humanity depends not only on the possession of
integral resources, but primarily on their rational
use and the effectiveness of optimal management
systems. Quite real opportunities have emerged to
influence people’s living conditions not only with
military-political and economic levers, but also with
high technologies created using intellectual resources.
Moreover: today’s technological achievements have
created a real possibility of influencing the formation
of algorithms of human behavior and bringing it
into the framework subordinate to the realization of
certain interests. At the current stage of development,
which is called the “post-industrial” stage, the work
on influencing the formation of people’s desires and
aspirations from the “outside” is going on more and
more powerfully and with dangerous aggressiveness.
In these circumstances, special attention and efforts
are required for each country to formulate and
implement the most concrete development action
program useful only for it. The key issue of such
programs is to determine the development priorities
of the country and to develop optimal schemes and
modes of management and use of integral resources
ensuring their realization. Georgia can be transformed
into an unprecedented innovative training ground, a
space for the development and realization of complex
programs of direct large investments, fundamentally
new economic regimes and projects secured by
international and sovereign guarantees, i.e., an
adequate demonstration and realization state of the
neo-industrial paradigm of integral resources of
Georgia.

Special processes developed in the second half of
the 20th century and the first twenty years of the
21st century: the fourth industrial revolution gave
a qualitatively new impetus to global technological
progress, completely real opportunities emerged to
influence people’s living conditions not only with
military-political and economic levers, but also with

high technologies created using intellectual resources.
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Moreover: today’s technological achievements have
created a real possibility of influencing the formation
of algorithms of human behavior and bringing it
into the framework subordinate to the realization of
certain interests. In the current stage of development,
which is called the “post-industrial” stage (although,
in our opinion, it carries a more “neo-industrial”
content), the work on influencing the formation of
people’s desires and aspirations from the “outside” is
increasingly powerful and dangerously aggressive.
Such a paradigm, in the case of its realization in the
future, will most likely radically change the vector of
human development, which has already acquired a
clearly expressed anisotropic character, which may be
the cause of new conflicts, segregation, and the collapse
of democratic institutions. In these circumstances,
special attention and efforts are required for each
country to formulate and implement the most
concrete development action program useful only for
it. The key issue of such programs is to determine the
development priorities of the country and to develop
optimal schemes and modes of management and use
of integral resources ensuring their realization.

Georgia should finally and completely move away
from the space of impulsive actions related to fixing
its own economic, social and political priorities and
move to the space of clear orientations and effective,
unambiguous actions achieving tangible positive
and positive results with the potential for universal
recognition, taking into account the daily reality,
Georgia can in the following areas and on the basis of
the following resources:

First: a geostrategic resource, the main component of
which is to acquire, perform and develop the function
of a politically less problematic and economically
highly profitable communicator (and not a “corridor”
and “bridge”).

Second: recognition as a country with the resources
and will for political and economic stability and
legal guarantees in accordance with international
standards, which is the main factor for obtaining large
foreign direct investments, without which sustainable

development of the country and raising the quality of
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life of its population are practically impossible.
Third:operationaldevelopmentandimplementation
of initiatives and highly effective projects that face
the challenges of the “neo-industrial” era, which we
are at the beginning stage of Participation in problem

solving.
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Summary

Agriculture, despite the relative stabilization of
recent years, is still the weakest link in the Georgian
economy. This is evidenced by the country’s low
level of self-sufficiency in many types of agricultural
products (for wheat - 22%, for corn — 74%, for
vegetables — 61%, for meat - 51%) and its high
dependence on imports. In the first 9 months of
2022 alone, the negative balance in foreign trade in
agricultural and food products amounted to 385.8
million US dollars, which negatively affects both
the macroeconomic state of the economy and the
country’s exchange rate.

Due to the rise in prices for oil products on the
world market, Georgia had to pay USD 440 million
more in January-September 2022 compared to the
corresponding period last year, of which only less

than 1/5 was due to economic growth, and the rest
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“was a merit” of the rise in oil prices.

The uncultivated land area remains too large
(up to 60%), which, along with other reasons, is
due to the rise in the cost of material resources for
the production of agricultural products (mineral
fertilizers, pesticides, agricultural machinery, fuel).

Due to the virtual lack of domestically produced
non-ferrous products, the government can only
regulate the price of fuel for farmers through the
regulation of taxes (excise, VAT).

Many countries follow the practice of returning
part or all of the cost of fuel to farmers involved in
the implementation of government programs or
orders. In some countries, the state fully (Sweden) or
partially (USA, Germany, etc.) covers the cost of fuel
used for agricultural work.

In our opinion, it is most acceptable for Georgia
to subsidize diesel fuel purchased for agricultural
work by manipulating indirect taxes (excise, VAT),
for which it is necessary to develop a transparent
mechanism for its use. An appropriate law should be
adopted by the Parliament of Georgia. Appropriate
subsidies should be extended exclusively to farmers
involved in the relevant state programs (orders), as
well as to the production associations created by
them - cooperatives.

The excise tax on 1 kg of fuel in Georgia is currently
44 tetri, and on one liter of fuel, respectively, 36.7
tetri. At the same time, if the amount of excise tax
per liter of fuel is a constant value, VAT, on the
contrary, is a variable value and in each specific case
an individual calculation is required.

We consider it lawful that the subsidization was
at least 1.50 lari per liter of diesel fuel. At prices for
October 2022, one liter of diesel fuel costs 4.10 GEL.
To cultivate 5 hectares of arable land, a farmer needs
approximately 100 liters of fuel, i.e. fuel worth 410
GEL. By subsidizing 1 liter of fuel in the amount of
1.50 GEL, the farmer can save 150 GEL, buying 100
liters of fuel will cost only 260 GEL (= 410-150), i.e.
more than 1/3.

It seems that in order to reduce the cost of

agricultural work, the same work should be carried
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out in other areas (plowing, milling, sowing ...), which
are currently estimated at 1,200 lari per hectare of
agricultural land.

It seems that in the future the same attitude should
be shown in relation not only to fuel, but also to all
other types of means of production. For this, the
starting point should be the average index of prices
for agricultural products for one harvest year, and in
this way the average index of price growth for the
corresponding means of production is calculated. Both
indices should be approved as the basis of price parity
between agricultural products and the means for its
production (the parity will show how much industrial
output or services an agricultural commodity producer
can receive per unit of output he produces). Thus, if
the increase in prices for agricultural products is 5%,
and for inputs for agricultural production - 10%, the
difference between them - 5% (= 10% -5%) should be
covered by the budget.

Price parity should be established for such strategic
products as marketable grain, meat, milk, fruits, citrus
fruits and some others. Which provide the country’s
food security and the processing industry with raw
materials.

The adoption of the law “On the establishment
and protection of price parity for goods and services
necessary for the reproduction of agricultural
products” will contribute to the growth of agricultural
products and deepen the production specialization of

agriculture, increase the efficiency of the agricultural
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sector, increase its share in the national economy,
motivate life and work in the countryside , reduce
the migration of people from rural areas to cities or
abroad and, last but not least, reduce the current high
dependence on imports in the food supply of the

population of Georgia.
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Introduction

Achieving sustainable development goals may be
overlooked amid the acute economic crisis created
by the current pandemic and the Russia-Ukraine
war. On September 25, 2015, the 193 member states
of the United Nations reached an unprecedented
agreement on the sustainable development document
“Transforming our world: the 2030 Agenda for
Sustainable which 17
goals and 169 tasks (United Nations, 2020). The

Sustainable Development Goals are based on three

Development”, includes

interrelated elements of sustainable development:
economic growth, social inclusion and environmental
protection.

Whether Georgia will be able to be relevant to the
tasks of sustainable development with its economic
strategy, reforms and results is a highly important

issue.

1.1. Sustainable development goals and objectives

The goals and objectives of sustainable development
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should contribute to overcoming such difficulties as:
poverty and hunger; inequality between countries;
formation of a peaceful and fair society; protection of
human rights; reforming education and healthcare in
order to promote the development of human capital;
gender equality; Protection and rational use of natural
resources of the planet. (OECD G20 summit on
outlook for global economy. 2020a.)

The administration of the Government of Georgia
has expressed strong political support for the goals and
objectives of sustainable development.

2. Determining the efficiency of resource
consumption

2.1. Transport policy

Transport policy occupies one of the important
places in the sustainable development approaches
of the United Nations. Its unsustainability is mainly
caused by the rapid growth of vehicles, as a result
of which both the natural environment and the
standard of living of the society are damaged. This
unsustainability can be corrected by providing public
transport and diversifying the types of transport.

Important steps that will solve this problem are the
following:

J Reflecting their public costs in transport prices.
.

Giving investment priority to public trans-

port.



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

So far, economic and financial resources are not
used to place less polluted products. Fares are not
differentiated between types of public transport.
Citizens are not encouraged to use both modern
electric and underground transport.

In addition to reducing air pollution and CO2
emissions, electric vehicles offer anumber of additional
benefits. They require much lower maintenance costs
than conventional vehicles; In addition, they are
less noisy and easier to manage, reducing society’s
dependence on imported energy. They can also
have a positive effect on the international balance
of payments, and contribute to the settlement of
international conflicts related to natural resources.

Unfortunately, the production of electric cars is
relatively expensive compared to internal combustion
engines. It should be noted that electric vehicles have
a limited operating range. If they are fully charged,
they can travel about 300 km, and charging with
electricity is a much longer process than filling the
fuel tank. (Sustainable Development Goals. United
Nations. Statistical Annex. 2022)

Against this backdrop, some EU member states
have set aside subsidies to help build the electric car
market, which in turn will help increase production
and sales volumes, and lower costs. At the same time,
significant attention is paid to battery technologies
development. In this regard, creation and production
of cheap and light batteries is a priority.

Nowadays, many people still own a personal car.
Everyone wants to have a multi-functional vehicle
in which there will be enough space for all family
members and at the same time it will be able to
transport various furniture. It is desirable if it also has
air conditioning and heating devices, a large fuel tank
and maintenance systems in cities. We face a fact -
modern “multifunctional” machines are very massive,
heavy, and therefore inefficient. This problem is
even more acute for electric cars, because batteries
represent a 33% increase in the weight of the car.
This indicates that much of the energy stored in the
batteries is simply needed to transport the heavier

battery.
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It is also worth noting that the young generation
of recent years is increasingly moving away from
the traditional system of owning one personal car.
Having cars on a shared basis is becoming popular.
Also, sharing companies offer their clients a choice of
different vehicles, a single car no longer needs to be as
multi-functional as it was in the case of private cars.

Instead, they can be more versatile, lighter, and
also offer the user shorter distances for which a lighter
battery is designed, which will significantly increase
the efficiency of such vehicles.

The price of electricity has always had a big impact
on the attractiveness of electric cars. In the worst case
scenario, if thousands of EVs are charging at the same
time, the grid will inevitably be overloaded, making it
unstable. Because of this, additional investments will
be necessary. On the other hand, if electric vehicles
were charged at a certain time, electricity costs would
be reduced and the power grid would become much
more stable.

There is a broad consensus that the successful
implementation of e-mobility in public life will
depend on various public actions, incentives and
support programs. All the attention should be shifted
on the one hand to the interest of existing car owners
in electric cars and the creation of electric charging
infrastructure, and on the other hand, the creation
of proper infrastructure that will directly allow
consumers to use electric cars in the same way as they
currently use internal combustion engine cars.

Along with the fact that the state should take care
of the production and promotion of new electric cars,
emphasis should also be placed on the new generation,
which will be more able to engage and adapt to the
car sharing process. Promoting car sharing, services
and the development of light vehicles is far more
appropriate than subsidizing heavy electric vehicles
for private individuals who want them to emulate the
efficiency of their current cars. We must also focus on
how to integrate electric mobility in the future in the
next 20 years, when even more private homes will be
equipped with PV battery energy storage systems.

In 2019, information about the production of
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electronic cars in Kutaisi was announced. which was
stopped due to the pandemic and hopefully will be
revived someday.

Sustainable development focuses on and involves
tackling specific problems and implementing specific

approaches.

22. Promotion of green products in state
procurement

In order to promote green products, the strategy
of sustainable development of Europe envisages the
activation and introduction of incentive mechanisms
on the part of the state, including the privilege of
purchasing a number of green products during state
procurement. In this regard, the environmental
impact factor is considered as one of the criteria in
the tenders announced during the implementation of
state purchases.

State procurement procedures in Georgia have
improved considerably, which is also reflected in
the implementation of the electronic procurement
mechanism. This contributed to the development
of competitive conditions and brought quite high
financial savings to the state. The winner of
the tender will be the individual who meets the
conditions drawn up by the tender commission and
at the same time sets the lowest price. (Environmental
Performance Index 2020 (2020b)

The procuring organization must ensure, when
developing the tender proposal, as much as possible
a description of all technical and qualitative objects,
which will be practically recognized based on
international standards. Purchasing organizations
have the right to indicate indicators of various effects
on the environment during the description of goods
and services.

The basis for the implementation of economic
mechanisms for environmental protection is the
following principle - “the polluter pays.” For the
government, its use is manifested in various actions
and regulations: these are the setting of permits and
taxes on environmental pollution, reducing pollution,

imposing costs on individuals who pollute the
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environment, imposing the obligation to repair the
damage caused in order to compensate etc.

Polluters should have the costs of pollution
reflected in the price of their products. The purpose of
this is to attract entrepreneurs to use technologies that
pollute the environment much less. Such an approach
also ensures the deepening of the consumer’s interest
in such products and makes it much more attractive.
This approach is widely used around the world.

It is essential that prices give the right direction
to businesses to improve products and services that
reduce pressure on the environment.

The “polluter pays” principle has already been
introduced in Georgia. But unfortunately, it is not
understood that the costs of pollution are distributed
equally to all entrepreneurs and consumers, regardless
of whether their share in the pollution is large or
not, and we cannot call this the “polluter pays”
principle. Such an approach does not allow to correct
the situation in the direction of less environmental
pollution.

The European Union obliges its countries to
restore the environmental damage to its original state.
According to Georgian legislation, an entrepreneur
who has caused damage to the environment must
compensate the state. Compensation for damage
caused to the environment is borne by both an
ordinary person and a legal entity. The received funds
are about 4-5 million lari per year, which are used
to fill the state budget, while they are used less for
the restoration of the damaged environment, and the
funds received for the restoration of the environment

will go in other directions.

2.3. Social responsibility of business

Involved in the field of social responsibility of
business are the state, business and society, which
actively communicate with each other. It should be
noted that the number of socially oriented companies
will increase even more, as the demands on them from
the society and the state are growing.

The topic of social responsibility of business

has been relevant in Georgia for more than 10
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years. Introduction of the principles and practices
of social responsibility of business in Georgia is
necessary, because it is the most important step for
the development of the business sector. It is a tool
for effective communication with society, stability,
security and sustainable development. It is a fact that
due to the difficult social situation, the society of
Georgia has to make a choice on the prices of products,
which puts enterprises in unprofitable positions. The
majority of Georgian companies try to implement
social programs at the expense of their own resources.
In the West, business chooses priority directions, sets
a budget, announces a grant competition and at the
same time chooses a non-governmental organization.

There is less trust between business and non-
governmental organizations in Georgia, which is
reflected in their less communication. In order for
trust to build between these two, some time is needed
- where they will undoubtedly see each other’s need.
So far it happens that companies prefer to work with
their own resources rather than to announce tenders.

One of the large-scale activities of organizations is
social responsibility. Corporate social responsibility is
considered a kind of investment that plays a big role
in attracting foreign investment. This is especially
important if we want to attract investments from the
developed countries of the West. The development
of corporate social responsibility will have a positive
impact on the sustainable development of the country,
improvement of foreign relations and many problems
in the country.

The public sector should take appropriate steps
so that the private sector can make a significant
contribution to the development of the country with

its own responsibility.

3.1 Nationalization and monitoring of SDG
indicators

In order for the nationalization process of SDG
indicators to be carried out effectively in Georgia,
a horizontal integration module was selected for
connecting sustainable and

development goals

objectives with existing policy documents. The main
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objective of the analysis was to determine whether
the existing national policy documents correspond
to the indicators of the tasks of the Sustainable
Development Goals. Correct evaluation of this picture
will help the government of our country to discover
various problematic areas and then all necessary steps
will be taken to eliminate them in the direction of
nationalization of sustainable development goals.

In order to determine the degree of integration of
the UN sustainable development goals into the public
policy system, the principles developed by sustainable
development, which are directly related to its goals
and objectives, are used. To ensure accountability,
information is available on the activities of the
Goals

Coordinating Council, whose task is to oversee and

Sustainable ~ Development Interagency
monitor the Sustainable Development Goals process
in Georgia, support mechanisms for implementing the
Sustainable Development Goals at the local national
level, and work closely with civil society and the private
sector. (Covid-19: From shock to recovery, 2022.)
We

principle that serves to promote the participation

have an open governance partnership
of stakeholders involved in the implementation of
sustainable development goals.

In order to involve the society as much as possible
in the processes, it is planned to activate the relevant
platforms more and to raise the awareness of people
regarding the mentioned tools. Itisimportant that each
goal is firmly established and then followed through.
The Prime Minister of Georgia has created a Council
corresponding to the Sustainable Development Goals,
whose head is the Head of the Administration of the
Government of Georgia. 4 thematic working groups
have been created under the Council. These are: social
engagement; economic development; sustainable
energy and environmental protection; Democratic
governance. The work of all of them is supported by
the Secretariat, whose function is combined with the
Policy Planning and Coordination Department of the
Government of Georgia. All parties from the public,

civil, international, academic and private sectors are

involved in the work of the council and working
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groups.
the

technical working groups that provided indicators

Initially, country’s government created
suitable for the country’s context. Finally, the
government of our country approved 17 goals, 95 tasks
and 215 indicators, on the basis of which the national
plan was developed. The countries themselves take
responsibility for selecting the tasks of this or that
indicator. There is a possibility that some tasks and
indicators can be removed or added individually for
each country. In order to promote and monitor the
SDG implementation process, four special monitoring
groups were created in our country: social inclusion,
economic growth, humanrightsand sustainable energy
and environmental protection. With the support of the
Government of Georgia, thematic groups are trying to
provide coordination between different organizations
in order to actively communicate about data exchange.
In order to share experiences with each other, non-
governmental and private sector representatives are
involved in the relevant process. Working groups meet
once a year. (The process of nationalization of sustainable
development goals in Georgia)

It is desirable to make a list of responsible
organizations that will be diverse and to designate
those organizations that are responsible for the
performance of the relevant process. All this is
favorable for defining strategies for SDG indicators
and organizing action plans. Georgia is trying to
implement economic growth, however, the analysis
and evaluation of the expenses incurred for this
purpose is inappropriate. In particular, it does not
determine such important factors as: the costs of this
growth, how natural resources were used according
to their renewable classification, whether the natural
environment was degraded or not, and what benefits

we received taking into account all this.

conclusion

If the country has resources that have not yet been
identified or properly studied, then the government
should urgently find every means to ensure the

financing of those programs and initiatives that are
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intended to eliminate the mentioned problems and
thus contribute to the advancement of the country’s
future, raising the standard of living of the population.
and job creation. Citizens have the right to participate
in decision-making processes, including at the local
level. The right of citizen participation is directly
related to the citizen’s right to influence the exercise
of government powers and responsibilities. It is
precisely in the process of development and evaluation
of public services that the involvement of citizens
provides the basis for obtaining better results of the
government’s policy and promotes the strengthening
of trust between citizens and the government. The
authorities are obliged to provide the society with
the necessary environmental protection information,
and in case of request, to give them. Because without
correct information it is practically impossible to form

a free opinion.
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the start of the war led to an increase in the prices of
a number of goods and services, which particularly
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of various macroeconomic indicators, while such
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countries of the European continent, which depended
on Russian energy resources. Although the economic
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Russian energy resources and goods, because joining
the sanctions completely would cause the collapse of
the economy of such countries, since some countries

are completely dependent on Russian resources.
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Russia and Ukraine are one of the most important
trade and partner countries for Georgia, that’s why
the war had a significant impact on the economy of
Georgia. Despite the fact that Georgia largely joined
the sanctions imposed by the European Union, it still
maintained its openness to the Russian economy and
trade, which was reflected in the Georgian economy
by the inflow of remittances from Russia and the

increase by the flow of travelers.

Introduction

The invasion of the Russian Federation on the
territory of Ukraine and the start of the war turned
out to be unexpected for the whole world. Outright
aggression and the threat of its spread throughout the
world make the world economic environment even
more unpredictable. It is recognized and proven that
stabilization of the economic environment cannot be
achieved without political stabilization, and war is the
most difficult manifestation of such destabilization.
The Russia-Ukraine war (perhaps it would be fair to
call it Russia’s war - based on the initiative of this
state) is not only Russia’s war with Ukraine, but
also with the entire civilized world, which ensures
minimum compliance with the norms of international
law and justice. The question of helping Ukraine,
both from a military and economic point of view, is
widely discussed. Moreover, the penetration of cheap
Russian energy resources into the European Union
and the world market and the non-insurance of energy
independence by such markets have led to dependence
on Russian energy carriers, and in the last decade, its
share in the mentioned sectors of the economy has

increased exceptionally.
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The main text

Due to its economic history, geographical location
and population size, Russia has always been considered
an important market for institutional investors, that’s
why most of the world’s leading companies It was
established by own productions (factories), goods and
services in the Russian Federation. For example, the
last branded Western car manufacturer - Mercedes-
Benz left the Russian market on October 28, 2022 and
sold the company’s shares in industrial and financial
services companies to the local investor “Avtodom”,
retained a 15% stake only in the “Kamaz” firm,
(CGTN, Mercedes-Benz
sells off shares to local investor after leaving Russia,

which produces trucks

2022). Many such examples can be given, as for
Ukraine, it certainly does not represent a country with
geographical and production borders on the scale of
the Russian Federation, but its share is important,
both in the European Union and in the world market
in terms of various goods, it can be said that it is
special, because the war showed that, together with
Russia, Ukraine The important role of the economy in
providing the food products of the world, in addition,
it should be noted the fact that the Russian Federation
exports its energy resources through transit to the EU
countries through Ukraine. Before moving directly
to the impact of the Russian-Ukrainian war on the

Georgian economy, let’s consider the importance of
the Russian and Ukrainian economy to the world and
the projected results of the war in relation to some
macroeconomic indicators and goods (services).
According to a WSJ article based on OECD (OECD)
forecasting research, Russia’s invasion of Ukraine
would cost the world’s global economy $2.8 trillion,
and more if energy prices remain volatile over the
winter. However, according to the latest OECD
forecast, the growth of the global economy was
reduced from 4.5% to 3% by 2022, and by 2023 to
2.2% from 3.2% (WSJ, 2022).

Export of energy resources is one of the main
sources of income of the Russian Federation, energy
resources include gas (including liquid - LNG), crude
oil, fuel, oils, etc. After the start of the war, a number
of states made a decision to limit and ban Russian
energy resources. For example, on March 8, 2022, the
USA signed an act banning the import of Russian oil,
gas (including liquid), coal into the USA (HOUSE,
2022). In the import of petroleum products, Russia
had a fairly significant share in the US market, in
particular, it occupied 8% of the US oil market, while
it should be noted that Russia’s crude oil exports
to the US have been increasing every month in the
last decade, and before the export ban, the monthly
volume was even reached 20,000 thousand barrels
(see diagram 1).

Diagram 1

U.S. Imports from Russia of Crude Qil and Petroleum Products, Monthly
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As for Europe, its attitude towards Russia
turned out to be more important and “solid”. Since
the 2000s, Europe has continued and expanded
the import of energy resources from the Russian
Federation, in addition, oil and gas pipelines have
been connecting Russia with Europe, examples
of this are “North Stream 1” and “North Stream
2”, the construction of which was stopped due
to Russia’s invasion of Ukraine. Such a growing
dependence of Europe has always been a subject
of discussion by both politicians and economists,
even in 1983 the export of gas from the Soviet
Union to Europe had its opponents, claimed that
it would be an economic weapon for the Soviet

Union (Secretary of State Anthony Blinken
stated his own position regarding the above in
his doctoral thesis “Ally versus Ally” published
in 1987). Unfortunately, 40 years later, Europe
found itself facing a reality that had previously
only been an assumption. 40% of natural gas
and 27% of fuel oil imported into the European
Union come from Russia, as a result of which the
Russian Federation received 400 billion euros
(BCC,
2022). Let us present some information on the

from the European Union every year

dependence of European countries on Russian
gas (see diagram 2).
Diagram 2

Share of gas supply from Russia in Europe in 2021, by selected country
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As can be seen from the diagram, the major
economies of Europe are connected to Russian
gas in a large volume, especially the German
economy, which in recent years has increased its
dependence on Russian gas within the framework
of the softened economic policy with Russia,
in addition, it should be noted that the German
economy is the fourth in the world and the first
in Europe in terms of gross domestic product ,
therefore, his attitude was contagious to other
European countries as well. The lack of energy
resources has a direct impact on the economic
policy of the country and to some extent it can put
the state in a competitive advantage, that is why
the increase in dependence on Russian energy
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resources in Europe has become irreversible,
therefore, it is logical that the rejection of Russian
energy resources would itself lead to an increase
in the price of gas and oil, which would also be
a substitute for inflationary pressure. We must
also consider food production by Ukraine and
Russia and the volume of exports to the world
economy. Russia and Ukraine account for 30%
of the world’s wheat exports, which are mainly
destined for Central, East and North Africa. As
for corn, Ukraine’s export share is high compared
to Russia and ranks 3rd in the world, and the
share of these two states in sunflower oil exports
is also important, which in total represents up to
15% (see diagram 3).
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Diagram 3

The share of Russia and Ukraine in the export of world agricultural products
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Based on the presented information, it is
logical to conclude that the part of the goods
exported by Russia and Ukraine, which is widely
included in the world economy, would start to
increase in price in the background of the war,
which the countries of the world are currently
struggling with. We can present some data in this
regard as well, for example, 1 barrel of crude

oil on the European stock exchange was traded
within the range of $91 at the beginning of the
war, after the war it immediately increased to
$120 and then stabilized. By now will is trading
at $97 by November 9, 2022 (U.S. Crude oil is
traded cheaper on the market by approximately
6-7 dollars per 1 barrel). (See diagram 4)

Diagram 4
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A relative stabilization in relation to the price
of oil can be observed 6 months after the start of
the war, but after the start of the war, expectations
and forecasts were mixed, with various rating
companies and experts predicting that the price
of oil would be in the range of $120.

As for the price of wheat, Russia and Ukraine
are one of the major exporters, which is why
the price of wheat has actually increased by
50% since the start of the war and amounted to
1,258 USD per hundred bushels, by November

08, 2022, wheat is selling for 845 USD on the
Chicago wheat futures market (one bushel = 27
kilograms, and 27 kilograms are sold for $8.45),
see diagram 5. Relative stabilization has been
observed in the wheat market since the beginning
of the war, but recently the threat of the Black
Sea corridor being closed again has raised some
question marks, initially it was assumed that the
price of wheat in the range of $1,200 It would
have been, and today’s price is lower than the
price at the time of the start of the war.

Diagram 5
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In the world market, the disruption of the
continuity and volume of supply of primary and
strategic goods certainly led to price instability,
which was associated with additional costs and
risks for producers and investors, so the majority
of states, including developed countries, had
to adjust their macroeconomic and forecast
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indicators mainly at the expense of increased
inflation, which in itself increased led to strict
monetary policy. Let Present the statistical
indicators of advanced countries and Georgia’s
trade partner economies, from the beginning of
the year to the current period, see Table 1.
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Table 1
Statistical indicators of the countries,
(ECONOMICS, TRADING ECONOMICS, 2022)
Country GDP YoY, % Interest rate, | Current interest | Inflation rate, Current
01.2022 rate 01.2022 inflation rate
USA 1.8 0.25% 4.0% 7.5% 8.2%
China 3.9 3.7% 3.65% 0.9% 2.8%
Japan 0.9 -0.1% -0.1% 0.5% 3.0%
Germany 1.2 0.0 2.0% 4.9% 10.4%
United 4.4 0.5% 3.0% 5.5% 10.1%
Kingdom
India 13.5 4.0% 5.9% 6.01% 7.41%
France 1 0.0 2.0% 2.9% 6.2%
Italy 0.5 0.0 2.0% 4.8% 11.9%
Canada 0.8 0.25% 3.75% 5.1% 6.9%
South Korea 3.1 1.0% 3.0% 3.6% 5.7%
Australia 0.9 0.10% 2.85% 2.2% 7.3%
Brazil 3.2 10.0% 13.75% 10.38% 7.17%
Russia -4.1 8.5% 7.5% 8.73% 13.7%
Turkey 7.6 14.0% 10.5% 48.69 85.51%
Ukraine -37.20 10.0% 25.0% 10.0% 24.6%
Azerbaijan 51.19 7.4% 8.0% 12.5% 15.6%

It is logical that the current processes in the
world had an economic impact on Georgia as
well, especially since the beginning of the war
coincided with the beginning of the end of
the pandemic in Georgia and in the world. In
addition, the Russian Federation and Ukraine are
trade partner countries of Georgia, therefore the
impact of the war would be direct for Georgia.
It is also worth noting the fact that the policies
pursued by the world powers towards Russia had
a significant impact on the economy of specific
countries, for example, the Baltic countries
banned the import (transit) of Russian goods,
as well as restricted the issuance of travel visas,
such a list is quite voluminous. The EU and US
sanctions on Russia (meaning the imposition of
financial and economic sanctions) have affected
the Russian economy, but the sanctioning
countries have also suffered, of course on purpose,
because they well understood the likely economic

and social consequences, but at the policy level,
sanctions should work more effectively than
weapons, which is seeing by the table from 1.
despite the fact that in most of the countries in
the presented table inflation and the refinancing
rate have increased even more than in Russia, the
fact is that the sanctions are working on Russia
and the results will be even more difficult. In the
advanced economies (USA, Germany, Italy, Great
Britain, etc.), the inflation rate is at the historical
maximum in recent years and the refinancing
rate is increasing, but the consolidation of the
countries in relation to the Russian sanctions is
still maintained and this process also accelerates
replacing of Russian energy resources. Georgia
also joined the sanctioning process in a large
volume, but Georgia did not impose “personal”
sanctions against the Russian Federation.
Consider the macroeconomic indicators of
Georgia before and after the war.
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Diagram 6

Remittances to Georgia from selected countries
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As diagram 6 shows, the inflows of cash
flows from Russia have tripled compared to the
corresponding period of the previous year, in
addition, according to the 3rd quarter, we have
the same volume of cash transfers from Russia in
Georgia than in during 4 quarter of last year, and
it amounts to more than 1 billion 200 million US
dollars, in cash An increase in remittances from
the Russian Federation was expected, because
the flow of travelers from Russia increased

exceptionally against the background of the war,
and the disconnection of Russian banks from
the SWIFT program led to a tripling of financial
flows, a clear example of this is the opening
of bank accounts of non-residents in resident
commercial banks of Georgia. As for Ukraine,
after the war, the volume of cash flows actually
decreased, and it should be noted that it was not
voluminous before either.

Table 2

Top 10 trade partner countries of Georgia, according to exports
(NATIONAL STATISTICAL OFFICE OF GEORGIA, 2022)

2018 2019 2020 2021 2022, current

In thousand, total 3,379,720.24 | 3,798,394.35 | 3,344,474.04 4,242,653.12 4,097,242.04
China 1 2022 199,107.82 207,511.79 | 477,256.36 615,684.44 574,822.60
Azerbaijan 2 2022 507,644.50 508,680.81 | 441,298.81 531,725.09 488,600.81
Russian 3 2022 437,749.29 496,974.47  441,105.05 610,060.06 473,210.51
Federation
Armenia 4 2022 286,334.81 432,560.31 187,481.49 256,115.83 366,147.10
Turkey 5 2022 241,376.04 202,340.86 | 190,570.98 322,761.34 353,236.55
Bulgaria 6 2022 259,166.25 299,702.41 312,735.58 253,948.45 295,896.12
USA 7 2022 159,900.05 132,251.35 80,040.25 194,670.65 243,939.62
Ukraine 8 2022 179,520.17 250,923.62 | 217,533.38 307,435.71 198,684.40
Khasakhstan 9 2022 90,688.49 66,993.77 47,620.93 96,181.63 152,802.44
Peru 10 12022 9,582.81 9,688.36 15,746.10 13,709.31 118,025.26
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According to the current situation in 2022,
China is the leader in the top exporting countries,
from where 574 million US dollars worth of goods
were exported, in addition, the volume of exports
to China has been increasing for the last 5 years,
and mainly metallurgical products are exported
from Georgia (ores, slag and ash). It should be
noted that Georgia It is a country that produces
such goods and has the potential for its growth,
in particular, the potential of manganese and coal
in the Chiaturi region is quite high, It should be
noted here that metallurgical products take the
first place in Bulgaria’s imported goods from
Georgia. As for other top 10 countries, the export
of ground vehicles takes the first place in the share
of exports of Azerbaijan, Armenia, Kazakhstan,
It should be clarified here that Georgia is not a
country producing motor vehicles, and in fact
we have to finance imports or re-exports in this
regard, but, of course, this is not a bad thing
either, because leaving the Russian market by
car manufacturers has increased the volume of
exports to post-Soviet countries, from which it is
possible to enter the Russian territory of vehicles
manufactured by Western manufacturers. As for

the export share of the USA, ferrous metals are
leading, knitted clothes in Turkey, and fertilizers
in Peru. In addition, in relation to Peru, we should
note, before that in Peru such a large volume
of exports from Georgia was not recorded,
and suddenly 118 million USD exports were
recorded, of which 114 million USD exports
come from fertilizers, it is interesting whether
Georgia is a country that produces such a large
volume of fertilizers, or if this is actually re-
export, as in the case of motor vehicles. Let’s
separate and talk about trade relations between
Georgia and Russia-Ukraine according to export.
Half of the goods exported to Russia are non-
alcoholic and alcoholic beverages and amount to
210 million US dollars, and the share of ferrous
metals is also quite voluminous. As for Ukraine,
motor vehicles lead in the volume of exports - in
the amount of 114 million US dollars, followed
by non-alcoholic and alcoholic beverages. The
total volume of exports for Russia-Ukraine is 731
million US dollars, of which 427 million come
from Russia, 303 million from Ukraine, and if
we take the relative economic scales, the share
of Russia is clearly less than that of Ukraine, see
Table 3.

Table 3
Georgia’s foreign trade with Russia-Ukraine, according to exports, 2022, current
(NATIONAL STATISTICAL OFFICE OF GEORGIA, 2022)
years 2018 2019 2020 2021 . jr(ﬁrzlt Total
558,232.94 | 621,195.57 | 615,865.05 | 772,552.95 | 731,642.43 | 3.299.488.94
Total 371,898.60 | 408,113.46 | 390,737.91 | 529,323.49 | 427,811.79 | 2,127,885.25
- Alcoholic and non- 1 2022

2 alcoholic drinks and 195,265.37 | 240,584.98 | 209,934.41 | 259,457.18 | 210,711.35
g vinegar 1,115,953.29
E Vehicles 4 12022 | 12,549.29| 8,685.88| 10,789.14 | 18,237.59 | 47,749.88 98,011.79
§ ferrous metals 2 2022 | 128,786.50 | 114,532.83 | 108,523.72 | 171,802.58 | 105,332.71 | 628,978.36
é Edible fruits and nuts |3 [2022 | 30,572.28 | 36,411.37 | 53,650.62 | 72,151.02 | 55,189.29 | 247,974.58
Séif;sal machinesand | 512022 1 405 17| 789839 |  7,840.00 | 7.675.11| 882856 36.967.24
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Total 186,334.34 | 213,082.12 | 225,127.14 | 243,229.45 | 303,830.64 | 1,171,603.68
Alcoholic and non-
alcoholic drinks and 73,371.88 79,205.62 83,644.51 98,716.17 33,574.80
2 vinegar 2 2022 368,512.97
§ Vehicles 1 2022 55,469.33 80,348.53 81,425.77 88,497.85 | 114,891.18 420,632.66
ferrous metals 5 2022 224.24 321.61 4,607.91 4,938.53 7,858.01 17,950.29
fertilizers 3 2022 21,298.44 35,639.36 17,258.90 38,039.84 13,037.06 125,273.60
Mineral fuel, oil 4 2022 331.09 308.10 150.21 9,195.99 9,985.39

Regarding top 10 trading partner countries and
top 10 imported goods. As it is known, Turkey is
the N1 trade partner country of Georgia, therefore,
Turkey holds the largest share in the import. The
volume of imports from Turkey as of 2022 is
1,681 million US dollars. The volume of goods
imported from Turkey is quite differentiated and
can be said to be equally represented (judging
by the top 10 goods imported from Turkey)
according to various goods, as for the first place
in the share of imports from Turkey, nuclear
reactors, machines and mechanical devices
are occupied. It should be noted here that in
the background of the war, we do not have a
significant increase in the import of goods from
Turkey. Nuclear reactors and equipment make
up a large share of goods imported from China.
An increase in imports can be observed from all
the top 10 countries, but especially Romania can
be noted, from which the current year’s figure

in the import of mineral fuel, oil and petroleum
products exceeds the total volume of the previous
year, in particular, according to the data of the
previous year, it was 92 million USD, and as of
now it is 144 million USD, the volume of imports
from the Russian Federation has also increased,
this is especially true as a result of the increase
in oil prices, the increase in goods imported from
Russia, the current volume of oil products imports
already exceeds the total amount of last year. In
general, based on the data of the last 5 years, we
can conclude that the volume of Russian imports
is increasing, if we do not count 2020 (due to
the impact of the pandemic). However, the types
of goods imported from the top 10 importing
countries are quite uniform, in fact three types of
goods account for the main import volume and
two of them are intended for re-export (partially),
i.e. motor vehicles and nuclear reactors. See
Table 4.

Table 4

Top 10 trade partner countries of Georgia, according to imports, 2022 (in thousands of US
dollars) (Georgia, 2022)

Year 2018 2019 2020 2021 2022 goods
Total 9,361,428 | 9,519,469 | 8,053,824 | 10,099,755 [ 9,514,999 9,514,999
Turkey 1,474,320 1,617,153 | 1,407,710 | 1,828,975 | 1,681,836 Atomic
reactors, etc.
Russian 934,715 977,124 888,472 1,023,181 | 1,243,631 petroleum
Federation products, etc.
China 834,139 858,662 709,081 865,021 829,324 Atomic
reactors, etc.
USA 500,984 678,836 556,399 648,197 651,095 Vehicles
Azerbaijan 592,761 558,973 513,208 598,391 471,009 petroleum
products, etc
Germany 467,405 501,953 406,908 482,007 442,428 Vehicles
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Armenia 335,372 267,678 422,400 418,429 432,632 | metallurgical
products
Romania 209,212 212,571 119,568 177,601 229,110 petroleum
products, etc
Japan 243,647 257,318 161,237 186,749 207,951 Vehicles
Italy 232,085 228,560 183,337 248,397 196,756 Atomic
reactors, etc.

Georgia’s trade balance is constantly negative,
according to trade partner countries, we do
not actually have a positive balance with any
country, except for exceptional countries (in the
background of the war, Ukraine and Peru can be
considered). Georgia’s import volume is actually
twice the export volume. Based on the above data,
we can conclude that from 2018 to the current state
of 2022, the volume of exports ranged from 3 to

4 billion US dollars, while the volume of imports
ranged from 9 to 10 billion. This data shows how
dependent Georgia is on imports, in fact Imports
are 2.5 times higher than exports. Despite the
fact that in the background of the Russia-Ukraine
war, the volume of exports is increasing, which
is confirmed by the monthly analysis of export-
import, this does not significantly increase the
economic identity of Georgia. See diagram 7.

Diagram 7

External trade of Georgia, export-import volume, 2022, current, (million USD)
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Based on the discussion and summary of the
data discussed above, we can assume that the
inflow of cash flows, the increase in the volume
of trade and the increased flow of travelers
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would lead to the correction of macroeconomic
indicators. To present a comparative analysis
according to the beginning of the year and the
current situation, see Table 5.



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

Table 5

Some macroeconomic indicators of Georgia during the Russia-Ukraine war

01.2022 2022, current 2021 year,

(08.11) average

Economic Growth Forecast Corrected 10%

6% 8.5%

Inflation rate, real 13,9% 10.5% 13,9%
Refinance rate 10,5% 11% 8-10,5%

Exchange rate of the national currency 3,07 2.73 -3,27

against the US dollar
unemployment rate 19,4% 20,1% 20,6%

As can be seen from the table, despite the
fact that the economic growth is higher than
planned, at the same time, the national exchange
rate is strengthened, we must conclude - this
is due to the inflow of cash flows and travelers
(mainly emigrants from Russia), but the level
of unemployment is quite high and the rate of
refinancing has increased. In addition, the rate of
inflation is in double digits, which is an additional
burden (cost) to the population of Georgia. For
the sake of fairness, it should be noted that the
increased inflation is a characteristic, and in
the world, leading countries and trade partner
countries of Georgia, for example, Turkey has
84% inflation, and Azerbaijan has 15% inflation,
which in itself It affects the increase in the value
of imported goods in Georgia in the local market,
relatively prices are neutralized by the effect of
the exchange rate of the national currency and
the refinancing rate, which at this stage is aimed
at re d ucing inflation and stimulating exports,
but we understand that the current geopolitical
situa t ion is one-time, But its impact will be
relatively strategic for those countries that have
the potential to show us as a partial or complete
substitute for the Russian market. It can be clearly
seen from Table 1 that Azerbaijan’s economic
growth is at 56% and the export of Azerbaijani
gas and oil to Europe is actively being considered
in the future (compared to last year, the volume
of 1 m ported gas export from Azerbaijan to
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Euro p e has doubled), while the export of oil
and gas from Central Asian countries Passing
thro u gh Azerbaijan and Georgia to Europe
does not seem surreal, therefore, the changed
geop o litical and economic circumstances for
Georgia opens a window of new opportunities.
Georgia can become together with neighboring
coun t ries one of the guarantors of Europe’s
ener gy independence. It should be noted here
that the economy of Georgia is mainly focused
on service areas, which, based on the multiplier
effect, develops other related services and other
branches of the real sector, a clear example of
this is the increase in demand for residential
houses/apartments by the citizens of Russia and
Belarus during the war, for the purchase or for the
\ renting, which led to an increase in real estate
prices and additional stimulation of construction
and service businesses.

Conclusion

The reduction of export and import from Russia
should be done periodically, because this market
is considered the most unstable for Georgia, and
past experience is enough proof.

Diversification of markets, even for the export
of traditional goods for us, because if the war
continues, the restriction of trade relations with
Russia will probably continue and expand,

- Although the volume of oil products imported
from Russia is high and logical, after the full
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imp lementation of the EU sanctions, we will
probably have to refuse the import of Russian oil
from March 2023, therefore it is important to start
the process of replacing Russian oil this year.

During the war, Georgia’s export volume grew
with similar goods and proportions as in previous
years, but it is worth noting that Georgia’s exports
include a large volume of imported goods, i.e.
goods that are not produced by Georgia, and the
gro wth of export volume and import volume
is almost the same, which It cannot change the
negative trade balance of Georgia, besides, the
vol ume of imports is twice or more than the
volume of exports.

In order to ensure the positive trade balance of
Georgia, it is most important that the production
of imported goods takes place in Georgia, if
the country’s economy allows it. According to
the Statistical Service of Georgia, up to 70% of
the goods included in the consumer basket are
imp orted goods, therefore the situation can be
said to be very difficult.

The Russia-Ukraine war showed us that
in terms of food products, Georgia mainly
dep ends on trade partner countries, it is clear
that the production of food products is related to
spe cific conditions, including the geographical
env ironment, but it is possible to produce and
export those goods that Georgia has the ability
to produce, meaning agricultural Agricultural
(natural and bio-products) products (it turned out
that we have the potential to produce half of the
total consumption of wheat in Georgia).

The impact of the Russia-Ukraine war
on Georgia’s economy is obvious, the new
geo political situation gives Georgia more
opportunities in this regard due to its geographical
location. Russia’s economy clearly has a greater
imp act on Georgia’s economy than Ukraine’s,
but this should not be considered a positive
eve nt due to the unpredictability of Russia’s
actions. For the future perspective, it may even
be better to distance the economy of Georgia

from the economy of Russia (at least the latest
developments show this).
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Summary

In the era of globalization, the attraction of
foreign investments has become an important factor
in promoting the economic growth of countries.
Investors are constantly looking for favorable
conditions for investing their capital, which involves
a combination of several important factors. The
investor, who is focused on getting the maximum
profit with the minimum cost, before making an
investment decision, will study the investment
environment of the host country, the proximity to
large key markets, the barriers to entry from the host
country to international markets, the availability of
production and energy resources, the level of political
and economic stability, the number of labor force,
qualifications, etc. .sh. In terms of investments in
the modern world, two types of trends have been
identified:

1. High-tech investments, which are mainly
located in developed countries, due to the developed
country’s intellectual resources, key market and good
opportunities for business development, and

2. Investment, which is focused on obtaining

maximum profit at the expense of cheap resources
and labor force, and there is no or minimal technical
innovation in it.

It is important for the state to attract such direct
foreign investments, which will not only be focused
on making profits, but will also ensure the raising of
the qualifications of local staff, the introduction of
technological innovations, and the social protection
of employees.

Thanks to the economic reforms implemented after
the post-Soviet upheavals, Georgia has become an
attractive place for foreign investment, however, due
to the shortage of labor force and low qualifications,
investments focused on cheap resources and labor
force are entering the country more than high-
tech ones. The entry of relatively large, high-tech
investments is hindered, in addition to the scarcity
of the country’s workforce and relatively low
qualifications, the low level of energy independence,
the territories occupied by the Russian Federation of
Georgia, the generally politically and economically
unstable region (Tskhinvali, Abkhazia, Karabakh
regions), the aggressive state - the Russian Federation.
Neighborhood and high probability of potential
armed conflicts. The positive factors that make
Georgia attractive for foreign investors are a favorable
geopoliticallocation with land access, moderate natural
and climatic conditions, low level of corruption, less
bureaucratic and simple legislation compared to other
countries, high level of harmonization of national
legislation with international legislation, with the
European Union in 2014 and in 2017 Free trade
agreements signed with China, which allow a foreign
investor to export products produced on behalf of
Georgia to two of the world’s largest markets without
any problems.

Due to the fact that one of the most important
factors of production - «capital» - is needed to develop
the economy, and the country does not have it at
this stage, attracting foreign investments is a vitally
important task for the economic growth of Georgia.
In developing countries like Georgia, the level of

domestic savings is relatively low. In addition to
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this, apart from the banking system, there is no stock
market.

In the period 1996-2021, a total of about 23.12
billion dollars of investment came into Georgia. The
first and only investor country in 1996 was Ukraine
with 3753.45 thousand US dollars. In the following
years, significant investments were made in Georgia
from the USA (1.81 billion USD), the European Union,
CIS countries and Great Britain. According to the
latest data, foreign investment has entered Georgia
from 74 countries, which is almost 2 times less than
the number of countries with which Georgia has trade
relations (export-import).

Since 2003, the growth of investments had an
irreversible character, however, the 2008 world
economic crisis and Russia’s military attack on
Georgia sharply reduced this figure, and it took 6
years to restore the pre-war figure. In addition, since
2017, foreign investments in Georgia have been
characterized by a decreasing trend. Pandemic year
2020 was particularly notable in terms of investment
decline. Despite the fact that after the signing of the
Georgia-EU association in 2014, foreign investments
should have increased due to the desire to access the
EU market, until 2017, their volume was decreasing.
In 2017, in the history of independent Georgia, the
largest level of foreign investments - 1.98 billion USD
was recorded. In the same year, the agreement on
free trade between Georgia and China was signed,
which should also increase foreign investments due
to the desire to access the Chinese market, although
the country has not returned to the level of foreign
investments made in 2017.

On December 31, 2013, the Organic Law of Georgia
«On Economic Freedom» adopted in 2011 entered into
force. The law, on the one hand, regulates the limit of
the amount acceptable from taxpayers - in case of the
desire to increase the tax rates of income, profit, VAT
and import taxes, citizens’ consent is required through
a referendum, and on the other hand, the amount of
spending of collected taxes is controlled by the limits
of the established macroeconomic parameters.

After the implementation of this law, the tax burden

of taxpayers was not supposed to increase, but the
government took advantage of the loophole in the law
and in 2017 the excise duty rate was sharply increased
on cars (the excise duty on right-hand drive cars was
doubled), fuel and tobacco products. The property
tax has also been increased, since it does not belong
to the general state tax. Since January 1, 2017, when
the Estonian model of profit tax came into force, the
state budget received about 500 million GEL less. To
make up the deficit, either government spending had
to be cut, or debt had to be incurred, or taxes had to be
raised. In 2017, the government’s expenses increased
by 800 million GEL, we took on a debt of 400 million
GEL, and the excise and property tax rates were also
increased, according to which if the family had an
annual income of more than 40,000 GEL, they would
have already paid property tax on the car.

As of May 2021, the foreign debt has increased
to 24.8 billion GEL and has already violated the
macroeconomic parameter written in the Law
on Economic Freedom, according to which the
government’s debt cannot exceed 60% of GDP.

From 2011, when the law was adopted, until 2013,
when the law entered into force, the volume of direct
foreign investments did not increase, on the contrary
- it even decreased, although this can be blamed on
the caution caused by the change of government in
2012. - Investors are likely to observe the possibility
of a change in the country’s political vector. When
the law came into force in December 2013, that is, in
fact from 2014, the volume of investments increased
by leaps and bounds, and this dynamic continued
until 2017, when taxes were increased. Since 2018,
the volume of direct foreign investments has dropped
almost to the level of 2011.

Based on all of the above, we believe that in order
to attract foreign investments, Georgia should make
maximum use of those competitive advantages that
will attract the attention of foreign investors. The
country, which has historically been a corridor of
regional and world importance, has yet to fully utilize

its transport function.
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Summary

The Coronavirus along with other sectors of the
economy, has caused great damage to the tourism
sector and related industries. The number of
international tourists decreased by 0.7% in February
2020 compared to 2019. The decrease in the number
of visitors has affected the restaurant business, airlines,
shopping and catering establishments. In 2020 with
the period before the pandemic, the number of
employees in hotels throughout Georgia decreased
by 17 000 people. According to the statistical data
the increase was recorded in the 2nd quarter of 2022.
The same trends were observed in the research region
in particular in Imereti in 2019. In the mentioned
sector by 2020, 2536 people were employed and their
number decreased to 1725. By 2021 a slight increase
was recorded in amount to 1745 people. In 2021,
the highest rate of domestic visitors was recorded,
both in the country as a whole and in the regions

that exceeded the pre-pandemic period. An increase

of 34 000 was recorded in Imereti alone, and the
increases of 314 000 in the country as a whole. It were
caused by broader crossing restrictions. Although,
the income from international tourism decreased
significantly during the research period, the opposite
result was observed in the case of local visitors, the
expense within the country increased significantly
and reached 226 million GEL, higher than the same
period before the pandemic with is 73,5 million GEL.

In post-pandemic conditions, tourism and its
separate sector are being revitalized, both in Georgia
and in the world as a whole. According to the National
Tourism Agency the number of visitors to Georgia in
2022 is promising. In March 2022 211 484 visitors
arrived, which is 210,6% higher than the previous
years and comprises 48,5% of March of 2019.

Difficulties arose in the process of renewal of work
in the tourism sector of Georgia. Domestic tourism
resumed on schedule, but resumption of international
travel was delayed. From June 8, 2021, hotels were
allowed to resume operations; Intercity transport was
restored. The railway resumed operations on June 15.
The final phase of the opening of domestic tourism
was marked by the resumption of domestic flights
from July 24. On July 8, Georgia opened its borders
to 5 European countries (Germany, France, Estonia,
Lithuania and Latvia). The mutual unconditional
opening of the borders with the mentioned countries
was caused by the fact that Georgia was included in
the list of 15 safe countries for travel published by
the European Union on June 30. To date, the flow of
passengers in all three international airports of Georgia
has almost equaled the period before the pandemic, in
particular, according to the data of the 8th month of
2022, Kutaisi airport recorded a 95% recovery of the
same period of 2019, Batumi airport - 94%, and Tbilisi
airport - 74%.

In 2022, the rapid recovery of the tourism sector
began everywhere, including Georgia. An accelerated
pace of tourism recovery has been observed in our
country since May 2022. In the first half of 2019,
compared to 2019, a 56.8% increase in tourist visits

was recorded, and in June-August, a 78.7% increase.
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Tourism revenues recovered faster, in particular, in the
first half of 2022, 78.3% growth, and 123.6% growth
was recorded in July-August, which is explained by
the influx of migrants and high inflation.

It was observed, which is explained by the influx
of migrants and high inflation. At the same time,
hotel revenues recovered faster in the regions than in
the capital, one of the reasons being the increase in
domestic tourism. The pandemic reduced the interest
of investors, which slowed down the construction
process of medium and large hotels.

As a result of the research conducted by JSC Bank
of Georgia group “Galt & Taggart”, a forecast is made
that by the end of 2022, tourism will be fully restored
to the pre-pandemic level, and by 2023, a 10% increase
will be recorded. In addition, the tourism sector of
Georgia should focus on the development of such
high-income destinations as - wine, winter. Resort
and MICE tourism development (Tourism Review,
2022).

Hopefully,

increase the flow of visitors and their spending, not

the above-mentioned trends will
only in the country as a whole, but also in individual
regions, including Imereti. Together, everything will
contribute to overcoming the economic crisis caused

by the pandemic.

References

1.  Bregadze G., (2021) — The effect of COVID-19

on the tourism industry in 2020. Georgian News Agen-

cy (GHN). URL:https://www.ghn.ge/news/257316-

covid-19-is-efekti-turizmis-industriaze-2020-tsels
(verified on 8.11.2022)
2. Guruli L., (2020) - Overview of the pandemic:

economic impact and consequences for Georgia. Eco-
nomic Policy Research Center (EPRC). Tbilisi

URL:https://eprc.ge/wp-content/uploads/2022/02/

covid19georgia geo.pdf
(verified on 8.11.2022)

3. Davituliani Ts. (2020) — Impact of COVID-19

on Georgia’s Tourism Sector. economic profile. Vol.

15, N1(20), pp. 43-53
URL:htt
5229867b6a6a528cc51b35821eb.pdf
(verified on 8.11.2022)
4.  Economic Policy Research Center (EPRC).
Economic consequences of COVID-19 for the
world and Georgia. 2020, p. 9 URL:https://eprc.

ge/wp-content/uploads/2022/02/covid__fin-geo.pdf
(verified on 8.11.2022)

5.  More than L109 million was spent on

economicprofile.or df/e29bc-

Covid-hotels from the budget - details. business for-
URL:https://businessformula.ge/News/7938,
29.03.2022 (verified on 8.11.2022)

6. National Statistics Office of Georgia -

URL:https://www.geostat.ge/ka (verified on 8.11.2022)

7.  Georgian National Tourism Administration —

URL:https://gnta.ge/ge/ (verified on 8.11.2022)

8.  Government program “For the construction
of the European state 2021-2024”. URL:www.gov.ge/
files/68 78117 645287 govprogramme2021-2024.pd-
f(verified on 8.11.2022)

9. Asian Development Bank (2020) The Eco-
nomic Impact of the COVID-19 Outbreak on Devel-
oping Asia. URL:https:/bit.ly/2UpeGe9 (verified on
8.11.2022)

10. United Nations -UNCTAD (2020). The Coro-
navirus Shock: a Story of Another Global Crisis Fore-
told and What Policymakers Should Be Doing about
It.

URL:
8.11.2022)

11. Destinations on the rise for 2021.

URL:https://www.nationalgeographic.com/travel/
features/best-of-the-world-2021/

(verified on 8.11.2022)

12. Galt & Taggar (2022) Tourism overview.

URL:https://api.galtandtaggart.com/sites/default/

files/2022-09/report/tourism-overview_septem-
ber-2022 eng final.pdf; (verified on 8.11.2022)

mula.

https://bitly/2WwcW50  (verified on

127



95mMbmBo o 3Gimazomo, ymdo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

089630)0b G330ME60L LMBOYWIG-I3M6MB03IG0
0003(M33®IMd0L 8M303G 00 db3IIGIB0

6006 306LODOdI

03030 68(4)30’)@0b bobaqp%oqgm 1‘]6083(4)[)0@3@0[) Ob(")BO&)a&B@\OO 36’)00(83[)(‘0(4)0,

dgmoobob 36033(\0%@3@0[5 ol)oo(joé)abgqpo 3<4)mq33bm(/¥)o

803060 4080660
0[)(0(306)362]@0 D(BO@.S&)(Y)(BSL)(YJ&)O, jgmoobob

1b0gg®bopgho, mavlina.kiphiani@unik.edu.ge

naira.virsaladze@atsu.edu.ge

1533960 LoBygzgdo: 0dgMgmol MguoMmbo; saMMBMbs; Ggdmbagergdol LodzoMg; FoyMoE0s;

LoEsMHOdY
J.E.L. classification: R3; Q4

3OA0MYdOLZOL:  30MLosdy b,
d., (2022) o009Mgmol  Mgyombol
9306md036m0 Dmy09MHmo
ab399d@gdo. 9g3mbmdozmneo  3OHmgowo. @&. 17,

1(24), @3. 128-137 DOI: https://doi.org/10.52244/
€p.2022.24.04

4ogx30560
LeEoSEOH-
00aMdsmmodol

36mG5305. 3B BH0 36G:mBegdgdol 3mbby
IO 0 bgds  g3gybob  HIHOHMOOL-
3@80bolBAMIE0IO 9009w gdol  bmEosereyer-
9306000329600 356300056900l ©sGsbslos0gdgemo
doGomso 39gbwgbi0gdo. obobo 9b608d369¢rm356
3939l obgbgb  ggggbol  Gop®e
39630056905%9.  Ggaomboero  3GMmBeM9dgdol
bEAensbm3560 J9s6980L dobboo »3oemz9emgbo

Q5 9MEOIdgero  3060mBss  30b6309B 0
B9IOOAMOHOr-5000bolH GO 9eo0g—
“Mergool 0930090990 gdsms  F9bfsgers s
J93b096eemo Mga0mbgdols
39630056900bs

sbogrobo,
s 363996096 w1b656H05b6MmB0L
M03650GHMO0L 3odmp3930L Ggoecrm@o dobygbgdol

©5@39bs.
d060ms@ sU399Hgdbg 96033690cm356 o3egbsls

009(gmolb  Hg30mbol  35630056900L

sbgbl  J39960L  [0bs3g dogoto  »dmsgtgbo
363¢n99980: dxTg3Gmdol bEO©s, JogMszoobs
o bmEoseno® ©sbdsr)dsbg 0s0m330090899¢mgdol
Js@oero 056396989¢00, ©©sds¢mo d90mbsgergdo.

DOI: https://doi.org/10.52244/ep.2022.24.04

dgbsgsemo
Abmgomdo sGOLYOMEEO odmi393900 (3m300,
®mdo OYLgILs s 9305065l FmMol) LbyMombwe

Qo sbbl
930600303960 BOIDY, LemEosw&-93mbmdozm®

15305M@  MYIMYMBO® 25396l

36MHMdgd9dby. 36093690 m356 fows ggMbgds
@5 LghombBme  Fobsswdgymdgdl afyqdo
LGP STMOHOLM MOPOIOINMOJOIOL 3MEOEH0IMMO
©5  930mbm30zmmo 3005Mm0engdgd0. GBI
0m3w9b6900L Dgyo3wgbs Ls305M© OWOS MMAMO3
doosbs  Jzgybol, olg dolo  GHghodGmMowmun-

JOMYMCgo0L
0896900l Mgaombo

3doboliG®ms30wo
239630005609 5Lmsb.
(@bstg)  Fobgsgs® o300  IMeZ5¢IBGHOZ0
d9L50gdEMDYOOLS S 0BIOM03-930bMT03WGO

306HMd9d0LY, 05gbodoe Mo 396 SHgMbgdL
ROl teFy o) 3@ 9b305¢ol LEOMBILMZ56
sm30L9dsLy o odmygbgdsl,  xgO 300093

LyPHoMbBMWIE ,90MAZ0L" B TgambogEgdl,
bEasHMEs  MomdoL  JogMoEowe  3MMm3gLYdL,
©99MM5830990 dJMHOOL Fomown dsBg969d9wL.
9200mboL  bmgms Izbmz®mgdo  ImbLabergmdols
360036900m3s6 bsfoenls 3dodg GHzoMmo© ©ssf3s
3oL BOS LYOBIPLS O GoONM IMTHA>MJdOL
Logbgdbyg, 0bxwsEos, MImdgz™mds, gobsblwm®mo
MHgbOLYOOLS S LobgEdHoBMUBoYsb IHAsMGdOL
Bo3gdmds.

128



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

doomaeo Ggdlgo
0080bstg  Bm3zwgbgdol  gogwrgbs o
B90md090gds Logzdom@  9basM0dAsLsf93 Mgds

0di3o ©920mbmwo 93:mbmdozol mzslsBOHOLO.
gL Lozdom@ SJBUe® s 3603369 m396
Logombo 0m3zwgds J399bgdol  EGghodmMomen-

5Q30bolEMmsgomo  ghmgergdol  dyMo©
3963005653516 5393806900 3OMdEgdgdo.

99l5d530b5, Lo 30000960~
930bmdozmeo doMHOMSPO
ab399dBgdo o 399 BHMMJd0
OO 5 LOWWRIBMZOE dglfagesl o FoMmgdl.
Abmgomdo MHM30ds Lo3zdom@ IEOEMHTs
3903009350 243063965,  ®md  Mgao0mbol
FoOM3z0Ld 5 396300000905l Loggdgzes bo
©Q™L  3mb3MIGIwo  J399bol  g3mbmdogmo
3mG9bEoswo,  Lsdgm®bgm s 3ME0EH039M0
3bm3MH9d0l fo®Lbvyero,
3NCGHNONWO 396906 03-OILYOLYO
0530190996 90560.

930mbg9d00
249630m569d0L
donbg  dImgdgwo

oLGHMOOMEO
o
OmIgwos
Hobodommdadol  Fggaos. 90 M35¢lsBOOLOM

oLEGHMOOIO

Logotongganm

5 Loob@a®malm dJ39ybsss. mwdss obog bo
omdasl, Mmd ULHmGgo gl  IMsgsx39MHmgbgds
5 03300005  2oblbbgeggdmemo  dbgdMm0g-
930bmdozmmo 3063900l Loxwmdzgubg
Bo0mysodgdero Lsdgmmbgm gbmgmgdol Habgdo
5 BM500309d0  Jabols Jggybol GHgMo@memoryun-
5030b0LEMIE0Mo  9OHMGMEgdol  (TbsMgqdol)
@ 3mB3mM9bEBHbser0sbmdOL
900aM35MMmd0LS S H6Y6E0JdOL MMBIOOMBL.

omm  {emgddo 293960
3939005 920060 249630056900
158053MMdM 39MHMYM5dgdBY, MHMIgEoE Bs3dom

bo3dome 90535 BIOM3560

2396300560930

96033690 mgsbo

LgHombme ©s 3609369Mm356  0bZMOTo30sl
90393l ©9a0mbmwo 0bg®msLEGHOWIGHwWOoL SWOT
3boeroBolismzob.

B39bo  gmeomgds doogdsos 00 go6m9dmagdsd,
MO0  099mHgool  Ggaombo  (Gbsg)  odmo™Baggs
dmbobegmdol
30305300 3MMm3gLYdIOL S IIMAMIGOWEO
©509Mgool  Bowowo  sbggbgdergdom o,
F9L50530LO, LMEFOSW M EIHAMYOIDY TS0

d99mUbsgegdols Lbodgo®Mom,

©59M300gd9mgdom (099090l gobgomamgdol
LEAHOSEJR0s 2014-2021:34-40).
(Bbsty)

M9a0mbo Lo mzgeml

390@®sme  Bsfoewdo  dgdsMgMdL o
dobo  gMm-ghmo  MEsdsBgbo  3Mmbgs.  Bdb
Lodomomggerml  GgPodmmool  9,4%  wFoMegl
@5 12 3MB0E03swodgdl 99Mmosbgdl.  dobo
00053560 Qo 96038369emm3zsb0
©HEIOOMO  BoJBHMMJO0s:  Losbermgg  LobEgsm
3O EHJOMD 5 LEYMHDSTMOOLM 5gMHMIMOEHGOMD,

909056M9mds  9bgMYgBH03ME s Bssg@MIMdOE™

bo3dsmq

3MmOH0EMmMgdbg,  MMHBBOBIEoOL Towswo mby,
foswolbgmeol 3635w xgmm3bgds, Lolmgenm
3M@GHMOIO0L  4963000M9d0L  bglagdgero
93MMPOMG0  30OHMdIO0,  BHYOOLGHMWO s
9369530990 MHgbyOLYdOL IMZ5wLEbyMdgdO.
2022 fiewol  0s63m0L  damdscrgmdom
MBOEO0SCIYO LEAHOGOLEOZMO dmb5(39990%9

94MHbmdom dob fows dm@ob LogsGmgzgurml
12,6%.  9mbobergmdol  49,5%
Jogsdols,  bmerm 50,5% bmgeol dmbobargmdsl
0093990369%s.  Jogwodols 28%
J900L0L Ao3bM3MgdgE0s. Ldfbo®ms ol Bod@o,
0 ©59M300090MdOL EPOEIE dmymegdmwo
930mboll dmlbsbergmds e MBOM s MBRO™
930M9ds, 1994-2022 {ewgddo ol 315.8 somsbioom
5oL 99033060900, bmem 2019-2022 (engddo
30.8 s005bo® (LoduBo®o, 2022).

50 05639bgdgmms  Mgocmmo 990  obss,

debobegmdol

dmbobergmdols

MOmd gl 039Mgmol  Mgaombol  BoJEMOMm0Z
byl dboGg 00390
@5 LoEIMOdOL  doEowo  mby.
396300000980 3MboEodswreo
3M3gmEomeo s 30Bbgl  0bgOLEHOWIEHME.,
dm8sbgeol  3OmBgboryo  Qobsmergdols s
3390090353001 B0 ©mbY, 0693030
39G9LGHOHMRBIOOL  JoOM30L  Jdgomo  LolGgdol
3MSMLYOMBS,  MJA0MbMO S SPHOWMIMOZ0
5@IoLAMEONO bAHOYIGIOIBOL FgbrrEIwo
MRgd900, dfoMo Jgdmbogergdo s JmbgdMogzo
M9LwOLYdO (039MYJNOL FobgzoMsMgdOL LGB0
2021:34-40-2014).

s®bgdYeo
03300M>©
©©I36©y bOEos)O-930bmB0gY®
90T MdSDY. 35006,
bwlsydgwro
0699030  MHLOLYOOL,  BEEMOOLY

39d93eHd0L

bogargdo
LgMH3z0LgdO,

36099900
sbggbl

d9:§i3939%0
M90mbols

Qo
393@bsl

MH™MEgLS3 00

399m06B 935
>

9009056 gMdOm
>

129



95mMbmBo o 3Gimazomo, ymdo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

Roboll 335 xzgMHM369d000m, 9dobgMorme -
Lobggmwm MH9gbOLYdOL L5dSEMIOIOM
(100-bg  9g¢o),  BdwsgMo  gbydRIGHOIHwo
05bol  BsdmMbogs0d9ds© bowbsyegwo

016906030 30OHMdYO0m,  LmBwol IgMMbgmdOL,
9090390 mdoL, GHMGOBIoL  gobzomsMmgdolsmzol

0O 3m3H9b3E0swom. Fbmerm 500 9539dGHwcO
©5  3mbogmmo  godmygbgds  4oood3gal Bsb
930603030l 50m®Iobgdol ddEs3zM d9MIYEI© ©
dmbobegmdol  Lmgosem®mo  MHBEOHYbggaygmazol
36003690 m3zs6  Hgohrme. o0 ULoddgdo 30
29053(939G0 Mo b 89oleveml dmgdbogrds

930Mbm-q3mbm303Mmds  3MEo@035d ©d
939460L LBsdomEmIs dyMIsMgMdSa.
9300630 s®LYdMYO 00 MdsMgmdol

d9535L900Ls s dobo Fgdymdo owgdxmdgLgdol
Logd9d0 8603369 Mm3z960 Fawowo Mbs Fgo@Eebml

o s Fogh 45300090 ds  93bmI03 M6 -
LEoGoLEG03MEMmTs 330939005, Fsmdo bs soLobmU
M9300mb60L  ©95¢MHo  Le0serMm-930mbmdozOo
0aMdsMgmds (s 965 530l  dmbofimbgdo
bowmgbmmo  dgsdsbgder 30896H9dd0),
dbmwmo  bobsdzowol  gsdmdbym@gdom
3®LYdMYo LMLEO 5ROl LHMMO IBsbgzom

d93dgdm  OHmgmO3  Mgyombol, oy  J399bol

0306mdozol  Aoxsblomgdsl s  LobwGgzgwo
d9093900L  domfgzsl.  LimMgo  Ggowmm®
9mbs39990%g  ©oyMbmdom by  dmbegl

49300b0b 99930 963056 gdOL BEBHMSEH g0,
3bsE0 36099 BJO0LS QO 3MMAMTYOOL F9Fw9T5390s.
M9a0mbdo

30LYdIMo  LemEosEE-93mbm—

9037960 9MToMgmdol dglfogerols s  Fsmo
©IGHIWMM0 5650DoLIMZ0L, 356MbbBMTogMHgdol

5960l doBbom, Tgodengds  godmz0ygbmom

s0Moibzolbs s  LbGHsGHOLE030L 398539085  Lbgoalibgs s3Mmga06Mm9dwo dsB39690gdo.
gb®owo 1.
Logomggaml s 0dgmgmols Hgaombols 360d36gwmgsbo
3M90Lomo dohz9bgdegdo 2012-2020 Hargddo
35Bg9B69dgB0 [ 2012 2016 2020
9000560 05 301000 YEHO LodsHBOM BoLgdT0 (8eb.oM0)
Logdomoggem by 27 227.3 |35 836.0 |49 266.7
0396Mm9mob Mgyombo 2 360.6 2 906. 4151.6
b390M0m0 fowo% 8.67 8.11 8.42
06MHb35 (Ieb. oMo)
Lodo®mggerm Lryen 42 048.0 |64 081.8 | 114348.5
00969gmol OHgaombo 1 886.0 2860.0 [4311.3
b39M0Mo Fowo% 4.48 4.46 3.77
2990339090 36000930 (8¢b. Wws60)
Lodo®mzggerm Lryen 23 096.6 |[34156.9 |46227.3
009M9gmol Hgaombo 1185.4 1645.0 (27724
bggMomo Fowo% 5.13 4.81 5.99
05353900 V0MHJIEgds (Ienb.s60)
Lodo®mggerm Lrye 11190.7 |16772.4 |22263.0
0d96mgmol Hgyombo 514.9 720.1 1218.6
b390O0m0 Foo% 4.60 4.29 5.47
3w99936HMdoL mby (%)

LodoMmggerm 26.7 21.7 18.5
009Mgmol Hgaombo 22.3 24.1 19.8

130



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

5594390 LT MMZ0MO bgargzslio (s®o)
Logo®mnggerm Lumen 714.3 938.3 12229
0d96Mm9mob MHgyombo 481.0 619.3 929.5
bgg®omo Fowwo% 67.33 66.0 75.68
063953030900 BogboMYdME 54039000 (Ieb.cs6M0)
Logo®mggerm Lumen 3245.6 4665.4 |[4350.1
0d96Mm9mob MHgyombo 133.4 110.2 178.1
b39M0mo fowo% 4.11 235 4.09

09500 3bMHowro 9096005 LEEOLEH030L 9OHM3bEo LsdLab Mol dmbo3gdgd By IYMHPbMdO.

dmnGobowo  3Mgdbomo  FsB3969dwqd0©b

Boongmsgo BoBL Mga0mbdo sOLgdMo 93mbmdozmdo

00 MToMHMdS ©s dobo bggomo  fowo
d39460L 93mbmdogzsdo (ob. gbé. 1). 2021 Farob
MBOG0SIOH0  bASEGOLEGZMMO  BmbsEgdgdol

56 9OLYdMBdOL  Asdm  sdmgzoyqbgo 2020 Farol
0mbs390990 s  Jg309Mgm  fobs  3gMHomeols
d83-0s
4148,3 9¢b. w0 T9oaobs, Mog Lodo®mzgerml
d83-ol 8,42%-05 s

MFoes3b  0d0olobs

0539690 gdl. 2020 gl Ggaombmends

08969ob dglsdg 5RO
Q5 5FoMoL  J909y.

®9a0mbMwo  993-
(3359050  3mbobdEmMom
bollosmEYds, MH3WI30M39Ws©  03wgdl, 2016-
2018 figmgddo 0BMgds, 2019 Herosb 33erog
9306mgds.  Mgyombol  dd3-ol  LEGHOWJGHMGSTo
05050 fowom  bsbosorgds
0505998539090 dO9f39wmds (13.2%); bemgeol,
Lo@Ygm o 93boL 39MMbgmds(12,4%) s MdIMeg
Jmbgdsliomsb
(12%); 9909y 9mEOoL Ladomdm @ Logowm

Losbogobm  3gMompdo

ol o0bsdogzgs

b3goMomo

053538060900 Loddosbmdgdo

39FOH MBS, 53BMIMDOWYdOLS O FMEHMEFOZWYdOL
90mbGH0; 939690 mds o 5. 3. (LoduBedo, 2021)
2019-2020 fangddo 399306093900
00Bbgl  LogdBH™mEOL  dGMB3oLsS s AsTMIZ39d0L
QQO0SW0S bodwdom  doerob
59BH03md0l Mmby s, TgLsdsToLO®, ILOJIgdOL
©mbg (34.5%). dsemowos 2020 Fgrdo  Hobo
396M0m@mb Jgs6gdom dmdgzermdols mby -
19.8%-0¢0g 899306, Fogcsd 2021 Herolbsmgol
23.1%-009 3o0boms,

95h39690gd0:

653 Loghomm  J399bols

309853905, Mga0mbols
JBHoweo dmbobegmdol
30,6%  0300sL5Jd)00.,
Mo3  3ob30MMOJOMwos  LobmBem-lsdgmE@bgm
bgdBHmOdo 30659979MHbgmdgdol  dowowo
b39Om0mo fowom. Mga0mbdo Lsdmswmmgzom®mo
965D gds (925.5 oMmo) 293.4 w00 (9699
24.4%-0m) Bsdm®Bgds J399bols  LodmOEMmM3009M
965D GOL (1 222.9 wst0), Gog  Mgu0mbol
MRMOM03LEHOMJGHMOST0 53O0 LgdEHmOOL
LoFoMdomss  dodmfizgeo  (Losg 9gEIMYOOM
Q5050 565BPHMMHGDs) (LoduBo@o, 2022)
920mbol 93mbm3035 FOMOMHIE MO0
bolosmolsss. dombgszs 0doby, (QION)
dmbobergmdol  bobgzsmdg dgBo o9 LgdBHmEmTos
Q5BddgdYEo, 3sb%by
930mbmo 3GmEmd@olb dbmemo 12,4%, Gog

95396909l 2,5%-00
930bm039Mms
Q9beMgdom

dmol  doeosbo
3959m{39w0s 0dom, H™I 13000sb57dgdmEgdo
dOMOMOI® MR bME® FgmObgmdsdo Logdosbmdab,
OMIgms  Mogbo  bsfowwo  doMgdofiosbos
1,4  39J®o605) o
505 IMLO3056MdOm bolosmYdY, M3
59306M90L 360 MY EH0MEMA.
O30 Mo  BgdBHmOob  slliBgds  J3gysbsdo
doMHOMSI© 2359m0f300 930bmdozmemo

LbobBgdol  GE3930L EOML 583909 ds
3930009305, NON Iy LIoNe] oM35Mm s
396LobgdFonMmgdMHOMdOLs s 3M035GH0BsEO0L

(LodMo™M  FoOOMIO

oMol

36MHmEqLds, G933 6gyoGMMO go3wgbs Imebobs
Mmamma 43996ol, oy mommgmo  Mgyombol

LOLBMREIM-L5TGMODIM BJEMOOL 2o6305MJOSBY.

131



95mMbmBo o 3Gimazomo, ymdo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

NOMHYIION)
obog MO,

M9mO60BsEo0l 3odmdsboos
249630056900l Mbol dobgzom
0930mb0L  Lmgeols  dgm@bymds
L53MIHA>MYOM

3969930056 90g0s  B9gMgOHwo  dgmMbymdgdo,

doMHOMOWOO©
bsloomobss. M930mbdo

Q50505 bmgwol dgmebymdol dmEa®boBbsgool

©mbg, 36H:Mm©IEgdoL FoMdmgdol Ggdbmemaogdo

©5 0900m@gd0 dmd39wqdE0s S 4obabegdsl
LosFoMHMgdl.  Lemxyeol  dgmebgmdol  Lyd@meo

dOMHOMII® MM09BEH0MmGOIMos 0bsdgmmBymdOL

(mxobob) LobEOLsmem  dmmbmgbowgdols
©53054mxnowqdsby  ©s M LaMgooHszoMm
36Om©Jgool  Homdmgdsby. 00 M35M9gmdsl

SO gdl  obog, ®md  dmem  3gHomedo

(CILEYGION dbmgwomdo),  Lodo®omzgermdo
3w08530 SMLYOOMSE FJOE39ws, 05353 LBHOJomGmo
9m3mgbgdols (33539, §9oeomds, Jo®odbsgo,
bobdo®o)  LomasMo  4obdoMmgds  odmofigos.
50 36miglgdds  Lodgm@bgm 59BH03mdsbg
MoMYMBOMNs©  09mJdgs, A50BIMES  BosIYOL
9JOMD0s, 30093 MBOM FJod30Ms 0lYOOE WIOSWO
o3 05bMds.

M0 09Obgmdol  godarogmgdols,
IO A[o®mIMGOEOHMOOL 4oBMHEOL dobbom
30639 ©oado bs dmbgl  dgomgdofosbo
399960b69m0900L sALb30Gds, M53 byl Agwyfiymdl
0L 39db03ME 450550 GOL o FoMBmgdol
06 gblbogozsosl.

920mboL  sgMsrme  LgdEBm®do  SEbodbmwo
Bogarmzobgdqd0  2odmzwobos xg® 3093 2019
Dol ,,930m3530060L d5BIODBY 3OHM©II300L
(0H39560a0b) dofimegdol, 0dgHhgmol  sammbmbol
L59Ju3MOGM  3mEH9bE0sEOl FglsdEwrgdemdgdols”
LogMbE™ 3MmgdBHol  Fotyegddo Bo@sMgdowo
33w930L  3OmEglbdo.  33w935  BoGIM©s 53530
Ho0gomeol Lobgerdfogm mbogg®LoGHEOL
36OMBILeE-Iobogwgdgwms s  BEHMIbGme

dmbsfoergmdoom. 33w930L BoMR9dd0
LogMsb@™ 3MmgddHo  dobbs obsbsgs Lodobbg

A9O0GHMMH05bY dmddg
99hoMmdgms  godmzombgsl. 33wg30L dobbydosb
30639WH0
9339005 s LomsbsM 336900l AsTMEHbol
dobbom 095 Edmls Qo

Lsd@GmgOool dmbogodswod@gddo byem
a9dmozombs 180 GgbowgbBHo s 27 dgfeMdy

dbobergmdol s
390m30bsty, 0bxm®dsgool

0gOHRMEOU,

MMIgdo3 doMHOMSWOI®

930990,
5353900 0y3bgb  3h3zo60ol  Fomdmgdoom
3b/s  ©95¢0Bs3oom. 330930l Loxzmdzgw By
25000339, 99900930 d0M0m5@0 Lazombgdo:

1. ,936003538060b5 @5 Bogdo®mzgeml dmeol
bgad93mHEadols s MTs o
4m3eoldmd339w0 0530LB50 LogoFOH™
LogMEoL globgd Tgmsbbadgdols (DCFTA) s dzotg
@5 Lodmom  dgfo@dgmdol (SME) bgawrdgfimdol
900@0bstg 36Mm9JBHgool Tgbobgd” 0bxgm®mTsiEosl
REMdL 25dm3ombrwms  Moglo bsfowo( 75.
5%).

2. 099Mgol  53OHMD™bol  FgHoEmmH0sbHg
oMo 5OLYIMBL G3MMIIZF0MOL  BIBIODY

SbmEoMgdoL

af3s60¢ols 10Y39GHo© dofirgdolomzgols
DomBmgdol  Fo@IMmoswMMO o dOmdomno
MobwmOLgdo s  bgwdgdfiymdo  3e0ds@yco
30603900.

3. 9mbobggmdol  960336gmgsbo  Bsfoero

df39600l  B950BsE0sl doMHOMIPOI®

bgbl 5@AOWMdM0Z dsboMBY, bmem bBsfowls

3MOMEJ300 399943l OHMLgMLs s 993M5065d0.

99foMdggdo  doMomo  Bogdudm®GHm  J399bo
gL O 93M5065L SLsbgEgdqb.

4. 50m3ombwmo M9L3m9bEgdoL
BLBMEWEHMGHO MMz gbmds  9B9JGH0bs©
900hb93L 3930F9G LOMBMM.

5. 99fe®mdgme R eI0lote)) Lodomdm
(BobodoMmgdgo) xslio df3s60eBy  AsE0wgdom

00050 MBS 04mU, 30650096 (Hdo® dgdmbggzsdo
Lgbmbbg) MgoEobs300E Jowgdrwo msbbom
505 079 dmygds MBYds, HoMx LG 30 396 BIM39b.

6. dh3960Bg 3sLgdOL 33900M0 (3300
doMomoo©  LYBmbol  dobgzom  bgds.
439wsHg ds0oo oo Bsdms®do xodloMEgds,

OmEbs3  B99396M5GH YOS Q0IW0S.
139L9%0 5939 9339 0BMHPIds Bogbmwdog,

doq0sb

2956L539Mgd0m (3bger 53d0bEIdT0 S A35¢390d0.

M9L3m9bEgd06
§9300 oMol  dbmwm  2%.
15396Mmbdgd ™ 05Bob dmfialMoygdol,
dbsMEsFgOol s 3OMmEY300L
25M36@00b 3OLYOMBOL
39000b393500 3MM3gOoBH030L §930Mmds JoLowgdos
20.5 %-Loomgol.  Jowgdmwo

39003900 300093 YBOM  59YsMmgdL  sl3zbal,

298m30mbyemo
3Mm™39M5EH030L

130b656LM0
H950Do305Hg

25dm30mbems

132



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

3Mmm396M53039%0L  Gglobgd,  ImbobgmdLmb
305L305MmOLO FFomdol Tglobgd.
7. 3035600l FoMdmgdoom 353900 @
LobomdmEg dgw9Mbgmdgdol 8943bs-3o535MMMIdOm
Lo FoMmM9dL
b dgfiymodsls
39003900l bgedolsfgromdmdol s dmdbowro

Lo@OBEZ3g3™m  LobGdol  MHBOYbzgEYmgOL,
bo®olbosbo Lomgligng Fsbaggdom, 353690 qdmsb

©50b@gMgLbgdYmo  Jmbobargmds
30BbmdM0g  Lobgdfoxnmqd®og

dMIM0b 9839dGHO0 L5910 FMTMoRJdOL
5 BoMfysgo 0bxz®mILEGHMWIEGHMHOL 49630006900l
dobboo.

8. Lobosmabwmo 960083690 m356
003oMHMgds 0bEHYds MO LogJu3MOE ™
05BMoL dmdogds - 5mM30LgdoLy s LabMFBEM-
Lo39gMObgm  3MM3GOBH039d0L
dbsMs9FgMO0  3MMdBgdoL gobbmM0gwgds s

Bodmyswodgdols

339¢05303096H0 LabmgBEM-Lsdgm®BIM 3oMmGdOM
(53M™bm3gd0) MBOHMB3gymas.
dmbobergmdol  dgdmbggzomo

9)03°© 3°9133)00¢0
36MMdgdgd0 Homdmagbowos 1-en babsbby.

obmbodm®o
245dm30mbgol

Bsbsbo 1

36mb0dMMHo godmzombgzol 639G gd0m 2500339000 3OHMdEIGO0

13.8%

36%
27.2%
11%

W 1. 380630 36 gasgos 13.8%

11%  105%

l . =

4% _
1% 2%

m 2. Lsboendngm @:basmabnl assddmmagds 27.2%
3. sbsenBinl BBk oo mibimn moboink 3Ambemngds 36%
4, BBs-Jndnza@ndnm wbfmbagumas b 8nbo bufobbnb jrmbEmen 11%
B 5. LeFFgsan bobdndnk 80daBnl smgnemabesmis 11%
B 6. sgnBsBlmfin Fleflol By gmmgbmds @b nsmn spfebgbbybol Snmgbnk Lemfignen 10.5%
m 7. shign Labsanbmfg 9o fammBs m: s3mmeadingne mbf-gna gumxmbglobs 5.5%

B 8. 3ol Bigmmgdmdol 3Hemdemnds 1%

2. Beabisbemnemdslonsh LinBagmmdsgnem Besmbnb s mbgbgbs 4%

10, BnBBbnb iBmananb Bmfgbng s 2%

09omm: 46553030 990039000 93@MOMS J0gM 33eg30L F9gA0DY IYMEbMdOM

133



95mMbmBo o 3Gimazomo, ymdo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

dfzsboemols
535390

fo®dmgdom
d9fodgomo

b 9JudmedGom
250m30mbgzom

200033900000  3OMOGIJO0
39-2 bsbsbby.

fomBmoygboos

Bobo®bo 2

IGO0 2odm30mbzoL 56393 Jd0m 250Mm3IZINOO 3OHMdCGIGO0

29.6%

) 14.8%

92.5%

m 1. 33bsggdol 3Mmdmgds, modormo s HobGLBomIHo gibado 29.6%
m 2. fyemols 36mdmgds @b babigago Lobigdol ngmbads 7.2%
B 3. pe80bmds i bgndonfio migenfgds 1%

4. Lsoglcmy Bsbomals s gBafpmAgLnAlgdhy Bsmimo galigdo, 3Hgooddol bodgefg 14.8%
B 5. 33omomoEoio 3pomgdol (sphnbnd)dol) Bogmpdnds 44.4%

H 6. gsembogogomgdmmn Bbsd-jodozs@ade, 3Hmmmdaol bsmabbal jmBEfmmol Lob®gdob 6
5L ABEBS, LibamdFonmb 8006 BnBsMBnms 3HmBmBndom msmobERnbabmnds 92.5%

09000 20553030 8909b0eos B39bL Bog® 33930l 89009ag0bY oyHEbMdOm

009690l Mgaombdo Bo@smgdmwmo  33¢g30L
990939 93O LgdBHMOTo 3983390000
36MOMdgdgdol  dgdgy  Joeng3zg  o0mBbs
COVID-19 356g80s @ dmbobergmds 30093
MBOM N0 35dmfj393900L (obsdg 90dmBbs.

MBOM  2odmMm03390m

Mgaombdo
3G0w9dgdo.  dmbobmgmdol  93mbmdozmdo
59BH0o3mdgdol 943900930l 3oMOEGIMSE
dgobogMo  @oofym  LsdMdom 5ROl
399306905 s 35600080569 sHLGdIME L5TMTom

3OO0

docwols  dofimgdsly  @s  Bmmbmgbsl  dmMob
©OLBSEIBLO,  SboAIBOIIOL L] TgdOL
360 9dgdo, Q3Lsgdgd0L 3959OMwo
36OMdWgdgdo,  9MOBMEomGmo  Loddgdol

Jdowowo oo, aMI)w3500056 96w JOMbogme
3393600l 98530 LJIYdOL 3093 MBRO™
890N Ywo GgbsdwgdEmdgdo, (1339 SOLIDLO

Lo8w9dom 5Pl O39MY30L  Fowoero GOLZO,
51549901 M MBEGOJOOL IMMIIIS S 5. 3.

5153365

Lodfgbo®m Mgomdss, ®mA J3qybols sldEsdoom
00990 0m3gds  LMEosH  IbTsMYdSDY
3600369c0m3bs  ©s3M30©YdNMYE  Mga0ombo.
bLOEOSWIMHO®  OOY(339C0S NOMEENN oY T0!
©9Ld0909e00, 56539 LGOI 5Qsd0sbms
MAOO3gLbmdS, MoEAD  965BLIMEGds  Bo3dom
Q05(05. 365¢MQ0MM0 BOoFsE0sd 905 BoMEHM
089609080, 5Msdg dmge J39ysbsdo. bgwgzsliols
15305M0LMdOL  LoEOEY  ABOLBPIMIds  dobo
3bGH3s6gdom®o
396000 gBogdol BOHEOm s 3MIBEIOOEIMOO

4039 MbsH0bMdOm.

0bxwszomGo 3Mm39Lgdom JodmoMBgzs. OOS
HMAMO3 G090, 3939 39Og BoJBHMMIIOL gogargbsg.

134



95mMbmBoyyfio 3G3mazomo, ydo 17, 2 (24), 2022/Economic Profile, Volume 17, Issue 2(24), 2022

00mMYE FomYsbL 3o LgHombmwo s GOIs
5Bseobo  FoMgds. dmWwm 3gHomEdo doerosh
bdoMo ablgbgdgb  ,00Mbgme  bgaggsbly®,
OMIYoE  swdIm  obarmgl  39OL3gJGH035d0
300093 96 996905 Lado®Mmzqwrmdo @oladdgdrems
bo3dome 36033690 mz96 Bofoels. 58 dbMog 3093
JOmbge s LYOOMDHBYE F9IbYE3L LoFoMHMIdL
9060050 bgwasbols s Lodmdbdscmgdem
LooOY.
B®3omHo  9BsDLeMMgdol  go3gdol  dobboom

39Ol 5154990 MSMNZOL
000530350 Mbs JoomL  356mbo dobodsgrm®o
bgwgsliols dglabgd.

3536006 IO EMbols s LOWSGOdOL
399m3abs 96 mbs odagl dmaze®  doBboo.
0990000350 5905005 3MMdHIoL IGOJLOMGdS DY,
399m3wabstg, ol 3OHmEgbdHmw  bMEsls 0

3wdsby.
3650l goM9dg b3d5m© FMOL SGHOL MYsEIYHO

BbmdobogrmMo 85639690 gdo M3

90aM35MgMmdoLASH.  dmegsMm0 s 360dzbgwmgzsbo
dbmwmE 2sdmad(j3930 80DYHgdoL o 30 M
M0, 55390 F500m9b dOIMES S TS0 OO
50dmxubgzmss.  3OMdEgds  3mI3egdleos o
ol 2osbsfy3zgBos  oMs  JoOGHM  0dgMgmdo,
5589 B0 J3999bsdo. GmEgbsg  LorgdsMos
Lbgo
ool 53009090 s MBMOgMglo  Lszombo
Lm0 ©d
35369008 Mbol  LEBIOEGHIOOL  Foobggs
@5 930m3Me  4399690mob  asbarmgds  Mbgo
oyml. dbmxywomdo d9Jdbowds dymBsMgmdsd

30013  ghobyr  Brorws
5Q00MdM030  FoMmdmgdols s  93mbmdogmco

53300 MdOL  BOEOL 930 GOMDY,
G0mdoll doefgzol ghom-gMmo 3b0dzbgwrmgsbo

936000639305(30509, 363500 bogombomo

dbobegmdol  dgdmbagergdol

05335b0bs

393930 DOMMIME0 MJR0MBOL  45dE0gMgds o
o bgam sOLYdME0 BHLMELYdOL Jodlodoryemo
200mygbgdss.

@oGIOGO:
1. 30Mbowsdg b. yoxosbo 8. (2021). 35600y,

MBS IOHO 93mbM303MMo 36:0BOLO s J3gybol

LolOLbsmm  MHoOHWMb3gwymes. 93mbmdozmemo
3Omgoeo, N21. DOI:  https://doi.org/1052244/

ep.2021.21.05

2. obymémyggs 3. (2019)  Ladoomggwrml

093006930, MdOEIOLO.

3. 0396900l ©9a0mbol  2s630msMgdol
LEA®oBHga0s 2021-2014 (.
4. 3meupedzomo 3., bBobaodg 6. (2017);

Lobimzzem-bsdgmOHbgm 3mm39Mo¢030 - bodgfo®dgm
9mB0OoBs300l  9B9GHMGO  Bm®Is.  doBbgL
0b65069M0bao, Ne3, 943.72. URL: https://drive.google.

com/file/d/1DaMoBMpC41gEC9dGrO87ERCpII4WX
ZuX/view

5. Bobeodg b6,  (2021),  Ggaombyero
930bmdozmemo  3mwo@ozol 09MOOEC0
©5  3M5JBHogmo  doymdgdo,  Jmomoobiol
B039MLOGHYHO.

6.  Lodommzgemb biGsEoLEGozol Labgwdfonm
Lodbobwy®ol dsboergdo (URL: www.geostat.ge)

7. of6wmsdzowo b,
dg@mbodg .,
3OMIGIGO0 S JosFMHoL yHgdo.

goMgbsdzoo b,

(2018) Ggaombmwo  dsGrmgo:

SOME ASPECTS OF THE SOCIO-ECONOMIC
SITUATION OF IMERETI
Naira Virsaladze
Doctor of Economics, Associate Professor of
Kutaisi University and
Akaki Tsereteli State University, naira.virsaladze@

atsu.edu.ge

Malvina Kipiani
Associate professor of Kutaisi University,

mavlina. kiphiani@unik.edu.ge

KEY WORDS: Imereti Region; agricultural
zone; lack of income; migration; poverty

J.E.L. classification: R3; Q4 DOLI:
https://doi.org/10.52244/ep.2022.24.04

For citation: Virsaladze N., Kipiani M., (2022) Some
aspects of the socio-economic situation of Imereti (in
Georgian). Economic Profile, Vol. 17, 2(24), p. 128-

137. DOL: https://doi.org/10.52244/ep.2022.24.04

Summary
The Covid pandemic and hostilities developed in
the post-Soviet space had a heavy impact on the world
economy, sharply slowing economic growth and
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increasing socio-economic problems. The impact of
current events has become a significant topic in terms
of regional economies.

The rather rich experience accumulated in the
world has shown us that the management and
development of the region should be based on the
economic potential of a particular country, the
historical past of economic and political life, cultural
and natural-resource characteristics, which are the
result of historical preconditions. From this point of
view, Georgia is quite diverse and interesting country.

This diversity and the rules and traditions of
economic life formed on the basis of sharply different
natural-economic conditions create the inequality
of the state and trends of the development and
competitiveness of the territorial-administrative units
(parties) of the country.

Our attention was drawn to the fact that the
Imereti region is distinguished by low incomes of
the population, high rates of migration processes and
aging and, accordingly, high dependence on social
assistance.

Imereti region is located in the central part of
Georgia, it is one of the most beautiful places. It
occupies 9.4% of the territory of Georgia and unites
12 municipalities. Rather important positive factors of
the region are: proximity to seaports and international
airports, location on energy and automobile
corridors, a high level of urbanization, a variety of
minerals, favorable environmental conditions for the
development of crops, various types of tourist and
recreational resources.

The real result is that today the actual weakness
of Imereti region is the high level of unemployment
and poverty. Less developed municipal services,
commercial and business infrastructure, low level
of professional development and qualification of
the workforce, absence of effective natural disaster
management system, limited rights of regional and
local administrative structures, meager income and
property resources.

It is a fact that the region cannot effectively use the
existing resources for the purpose of development.
In order to strengthen agriculture and increase labor
productivity, first of all small-land farms should be

enlarged, which will contribute to the technical

rearmament of the sector and the intensification of
production.

It is a sad reality that Imereti is considered
a region significantly dependent on social assistance.
Not only the unemployed, but also the majority of
employed people are socially vulnerable, because the
payment is quite low. A similar situation is a problem
not only in Imereti, but in the entire country.

The post-pandemic period is characterized by price
increases and unstable inflationary processes, the
influence of both internal and external factors is great.
Revealing the low standard of living and poverty
should not become the main goal.

There is constant talk about identifying the
problem, revealing it, its percentage increase or
decrease. Nominal indicators without deep analysis
are quite far from the real situation. The main and
important thing is not only to determine the causes,
but also to fight against them and eliminate them in
time.

Enumeration and statistics workers and their
economic-statistical studies should make a significant
contribution to the assessment of the existing situation
in the region and its further improvement.

The real socio-economic situation of the region
should be reflected (and not in numbers artificially
beautified to please ourselves), only by revealing the
reality and seeing the existing weak points correctly,
we will be able to improve the economy of both
the region and the country and achieve the desired
results. It is on the basis of real data that the further
development strategy of the region, new projects and
programs should be developed.

Recently, they often mention the “decent salary”,
which probably a significant part of the employed
people in Georgia will not have in the near future.
In this regard, the minimum wage and the size of the
consumer basket need to be reconsidered once again.
In order to provide normal wages to the employees,
the government should adopt a law on minimum
wages.

When it comes to European integration, among
many other issues, the most important and necessary
issue is the review of the population’s incomes and
living standards, and bringing them closer to the

European countries should be the main goal.
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Summary

In Georgia, even today, in the post-pandemic
period, the tourism business is quite relevant. The
increase in tourist flows in the country has given rise
to the prospect that the share of the tourism sector in
the economy will increase, which is fully in line with
the 2025 vision of the Georgian Tourism Strategy. The
point to note here is that more attention should be
paid to the quality and variety of visitors rather than
the quantity of visitors.

In the 2025 “Tourism Strategy of Georgia” plan,
which was developed in previous years and 2015 is
taken as the base period, it is planned that the income
from tourism should increase (from the existing 1.9
billion US dollars) to 6.6 billion US dollars. The share
of the tourism sector in the GDP should be 7.9%.

Increasing the average amount spent by visitors from
the current $300 to $600. as well as increasing the
average length of stay to 7 nights and doubling the
number of visitors from the high-paying markets of
Western Europe, Asia and North America.

Priority tourism activities in the country are:
increasing state and private investments in the field of
tourism; improvement of the business environment in
order to promote the increase of the number of visits,
foreign and local investments; attracting visitors from
high-paying markets by means of effective marketing
and information campaigns, as well as stimulating
domestic tourism; Increasing competitiveness by
offering world-class tourism services; Creating unique
and authentic offers in tourism using natural and
cultural heritage resources.

In the development of the country’s tourism sector,
the development of domestic tourism has gained
great importance in the recent period. A number of
measures were implemented during the pandemic
period and in the subsequent period to stimulate
domestic tourism.

The total number of domestic tourism visits in 2021
amounted to 16.9 million, which is +35.8% more than
in the same period of the previous year, such a sharp
increase is also due to the fact that in previous years,
the tourism seasons during the pandemic period were
unsuccessful.

According to the data of the National Bank, in
2021, Georgia received approximately 1.2 billion USD
from international travel, which is 130% higher than
the 2020 figure, and 62% lower than the 2019 figure.

Tourism is a priority direction for Georgia. In the
pre-pandemic period, the number of international
the
international travel increased every year. Restoring

visitors and, accordingly, income from
the tourism sector is an important precondition for
overcoming the crisis.

In the post-pandemic period, the development of
tourism in Georgia, as well as around the world, has an
undeniably great perspective, as evidenced by the data
of the World Tourism Council. The travel and tourism
industry is one of the fastest growing service sectors
in the world. According to the World Travel and
Tourism Council (WTTC), in 2021, the contribution of

this industry to the total GDP amounted to 5.8 trillion
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USD (+21.7% growth compared to the previous year)
and contributed to the creation of 289 million jobs.
After taking into account its direct and side effects,
the contribution of the mentioned sector to the
development of the world economy is as follows: 6.1
% of the world GDP, one place for every 11 jobs.
From all of the above, we can conclude that: 1
from those countries, from which it is possible to
attract high-paying tourists to our country, air and
other means of transport should be simplified. 2. In
order to attract high-paying tourists, it is necessary
to properly arrange destinations and relevant events.
3. Internal transport networks should be improved to
ensure free movement of visitor flows in the country.
4. It is also necessary to improve the quality of visitor
services, so that tourists will have the desire to travel

to our country again and again.
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MAMEa AH0AMENIFINCN Joomoobol  1boggmLoGIHOL  SbmEo®gdeeds
36OMmBLMOTS, 00gmbs  gMH0yMesdz0ds  2odmbigs
9mbmyM5x8305 ,b545MMZIW ML FMESE-B5IMIVOGM
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Log3ydzegdo”  (Rodmd3gdermds  ,039M0Mmbo*.
odowobo 2022, -174 3960, ISBN 978-9941-8-
4627-4)

659OMA0L  odBHvyoemds 93339609395, J399obsdo
930bmdozol 396300006900l 90690056
d9L50530LMdST0  sOLYdMWO, G0l Jodmdi3930
0om0mopabl  960033690m3zs6  Logoombls o

00ymggds  MmammO3  bywolygwgdol,  slg39
d93b0gm-033w 9350 3993030  YIMOMgdol
396@®00. MMaMmO3 Habo, 3wslogn® Lsdgsboghm

o BYM5GHIOS0 3obobogds RIS~
1536M9OGHM 3003030l 695¢0bgd0l

5000300 bdgds: 58m356900L, d90MmYdOL s 0bLEBHMMIIHEHIOOL BsdMmbomzowo, MHMIOoMs3
3965 ME0 35630 SHIBL BMEsE-153M9OGHM 30E030L B0B6JdOL MgoE0DYOSU.

505bmsb, b0 49Bboezol Joeds MBgds, 1) HMyM® bJds BYWsE-153MIVOGHM 300030l
505 09 00 999dob0Baol 9x399E 0560 godmygnbgds gotg dm3gdol s gOHM36Io 93mbmTozol LodsbMH™
994960Bdol M3000M09290MHgd0L A96M30005M90EMdOL 306MHMBIOT0 s 53 BMEBY Mod9gbow sGOl
d9L5dgdg0 BMEWHE-L53MIVOGM 30E0GH030L GHMOPOE0I0 IgM©IO00 dolo 9BgdE0sbmdol
5050 9ds.

9mbgBHommmo bgwolbgwgdol 8096 3Es-b53090GHM 3mEo@o3ol doBbgdols s domo
396bm®E0gwgdol 0bLEHMMIGBEHIOL Mol [y39@o 58gMHbIdL MMAMME Ladsbzm Lgd@mMol, sbg3g
90005650 930b6™3030L 93 30O 3GIM3ILOL FIBZ0MIMYBL. B H-153MJOOEM 3MOEH 030l
RO 259™MYg690500 IgnMmEYd0 BgaNmMsbodbmo doBYbgdol godm bdoMmos 5@o0Mgd9b
©oL3MY30ME BOLOLSML. 3gMHdm, 535 Mg 00 FgMmEOL 96 0bLEMII6EHOL sMLHMmMO Tgz3sLgds
01393V 965¢0ma 06 bgasEH0w® d99aL. 5do@EMmd, 3603369 m35605 M5 FoMEHM Bremo—bo3MIOOGHM
3m0@030L 3900m©9dol ym3zgudbm0g0 565¢00b0, 5M599 B0 dgomgdol 89999853905, Mobo3
39590gy39dH0  3600369cmds 5943l 2963090 gds©O  93mbMIozol  9x39gdE0sbs©  BMbJsombodg—
dolomz0L.

L5JoMM39W Ml Lsdsb3Mm LoLEJIoOL g3mE30s HoMmBMoYIBL LogdsGmzgeml 9HM3bmwo ds630L
(190) BMEWHE-153OIVOGHM 3MWOE030L MIBPIMIBMBOMO FoOIPSJIBOL 3MIM(ILL. LogsermZgarmls
9306md030L OOV s Jobo Lb3zoolibgs bgdGHMMOL ob3z0msMIOOL sdIEBLYDOL MZselsBEOOLOM
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909356609, MM 65dOMI0 O BoMPIOMBL FESBL 53 LBIOMMO 0BG IMYLYOME 30MdLS

5 0BLEBHOGH™MEJOL.

603m@mD Bobesdy,
930bmdo30L d9;36096M90505 MJEMMO,
JMomsobo 1bo3zgMLoGYEHOL 3GMaglmMo

REVIEW OF ASSOCIATED PROFESSORS TEONA GRIGOLASHVILI'S MONOGRAPH
“METHODOLOGICAL BASICS TO PERFECTION GEORGIAN MONETARY POLICY”

In accordance with the country’s development, money turnover is the main topic of scientists and the
government’s attention. As a rule, classical scientific literature shows the traditional scheme of monetary
policy: a list of objectives, methods and instruments by which the central bank conducts monetary policy.
Beyond discussion remains the effectiveness of monetary policy tools during undeveloped self-regulation
of the market economy, and in the given condition how is possible to maintain the country’s economic
growth using traditional monetary policy methods.

The gap between monetary policy targets and tools interrupts not only the development of the banking
sector but the process of economic development. Methods which are formally used by the government
have discretionary character. To specify incorrect evaluation of methods and tools causes negative conse-
quences. It is important to analyze monetary policy conduction methods to receive determined meaning
for the effective functioning of developing economics.

The evolution of the Georgian banking system represents the process of gradual transformation of the
national bank’s monetary policy. Studying NBG’s (National Bank of Georgia) monetary policy is import-
ant for the economic growth and development of other economic sectors in Georgia. Monetary policy
takes a significant place in economic policy. It is obvious, that, tools of monetary policy and the methodol-
ogy of their conduction, should provide effective interest rate policy, and influence the nonfinancial sector
of economics, by interbank credit market.

The book will be of great service to students, field specialists and researchers, and public sector repre-
sentatives. We believe that it would be a good purchase for the general readership interested in monetary
policy studies.

Nikoloz Chikhladze,

Doctor of Economic Sciences, Professor
Kutaisi University
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Review

To the textbook “Economic Psychology” by professor of Kutaisi University Joseph Archvadze and
professor of Georgian National University Lia Kurkhuli

Professors Joseph Archvadze and Lia Kurkhuli published the textbook “Economic Psychology” (Thbilisi,
“Mtsignobari”, 2022. - 328 p. - in Georgian), which deserves special attention.

There has long been a common understanding between economists and psychologists that without
psychology, economics will not be able to successfully cope with the study of economic processes, just as
psychology will not be able to successfully cope with the study of the most important aspects of human
behavior. It can be said that there is as much economic aspects in economy, as there is psychological as-
pects. The interests of economics and psychology traditionally stand side by side, for both study questions
of human behavior. From this point of view, economic and psychological approaches are elevated to a new
level, giving them a new quality.

Using the textbook on economic psychology is most easy for those who already know the basic concepts
of economic theory and developmental psychology. The authors of the textbook tried to present all the
material in the most accessible and understandable text, thus increasing its cognitive and applied value.
Unlike the previous edition, the proposed version is seriously revised, several new chapters have been
added to it. The textbook is also supplemented with the latest relevant statistical information. At the end
of each chapter, key words and control questions, as well as tests and exercises of the corresponding profile
are given, which, ultimately, give the reader the opportunity not only to fully familiarize and master the
specified material, but also to use it effectively in their daily life and business activities.

Taking into account all of the above and the increasing cognitive and applied significance of economic
psychology, we are sure that it is a scientific and educational discipline of the twenty-first century. Its
study should be interesting and applicable not only for students and academic staff of an economic and
psychological profile, but also for a wider range of consumers - people involved in scientific and academic
activities, businessmen, government officials and representatives of the media.

Gocha Tutberidze
Doctor of Economics, Professor of European University
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